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BEFORE 

THE PENNSYLVANIA PUBLIC UTILITY COMMISSION 

I n r e : R-00973953 R-00973953C0001-C0007 
Pe n n s y l v a n i a P u b l i c U t i l i t y Commission v. 
PECO Energy Company. A p p l i c a t i o n f o r 
a p p r o v a l o f a R e s t r u c t u r i n g Plan and Consumer 
E d u c a t i o n Program. 
P-0 0 9712 65 P e t i t i o n o f ENRON Energy S e r v i c e s 
Power, I n c . For a p p r o v a l o f an e l e c t r i c 
c o m p e t i t i o n and customer c h o i c e p l a n and f o r 
a u t h o r i t y p u r s u a n t t o S e c t i o n 2807(E) (3) o f 
the P u b l i c U t i l i t y Code t o serve as t h e 
p r o v i d e r o f l a s t r e s o r t i n t h e s e r v i c e 
t e r r i t o r y o f PECO Energy Company. F u r t h e r 
H e a r i n g s . 
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P h i l a d e l p h i a , P e n n s y l v a n i a 19101-8699 

A p p e a r i n g on b e h a l f o f PECO E n e r g y Company 

DANIEL CLEARFIELD, ESQUIRE 
GERALD GORNISH, ESQUIRE 
ALAN KOHLER, ESQUIRE 
WOLF, BLOCK, SCHORR & SOLIS-COHEN 
3 05 N o r t h F r o n t S t r e e t 
H a r r i s b u r g , P e n n s y l v a n i a 17101 
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JOHN J. GALLAGHER, ESQUIRE 
ZSUZSANNA E. BENEDEK, ESQUIRE 
BRUCE V. MILLER, ESQUIRE 
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2 0 0 N o r t h T h i r d S t r e e t 
H a r r i s b u r g , P e n n s y l v a n i a 

A p p e a r i n g on b e h a l f o f 
17105-2105 
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COMMUNITY LEGAL SERVICES 
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1 JUDGE RAINEY: Good m o r n i n g . My name i s 

2 C h a r l e s R a i n e y , and a l o n g w i t h me i s M a r l a n e 

3 C h e s t n u t , and we a r e t h e A d m i n i s t r a t i v e Law Ju d g e s 

4 who have been a s s i g n e d t o t h i s p r o c e e d i n g . 

5 T h i s i s t h e p r o c e e d i n g o f t h e P e n n s y l v a n i a 

6 P u b l i c U t i l i t y C o m mission v e r s u s PECO E n e r g y Company 

7 a t D o c k e t Numbers R-00973953, R-00973953CO001 t h r o u g h 

8 CO 0 0 7 and a l s o t h e p e t i t i o n o f ENRON E n e r g y S e r v i c e s 

9 Power, I n c o r p o r a t e d a t D o c k e t Number P-00971265. 

10 I w o u l d l i k e t h e p a r t i e s p r e s e n t t o 

11 i d e n t i f y t h e m s e l v e s f o r t h e r e c o r d . 

12 W e ' l l s t a r t w i t h y o u , Mr. S h i e l d s . 

13 MR. SHIELDS: C e r t a i n l y , Y o u r Honor. C h a r l e s 

14 D a n i e l S h i e l d s , and l a t e r on t o d a y i t w i l l be K e n n e t h 

15 M i c k e n s , p r o s e c u t o r s f o r t h e C o m m i s s i o n ' s O f f i c e o f 

16 T r i a l S t a f f . Thank y o u . 

17 MR. STEINMETZ: S t e v e n S t e i n m e t z f o r t h e 

18 O f f i c e o f Consumer A d v o c a t e . 

19 MR. RYAN: B e r n a r d Ryan f o r t h e O f f i c e o f 

20 S m a l l B u s i n e s s A d v o c a t e . 

21 MR. BONNEY: P a u l - B o n n e y f o r PECO E n e r g y , and 

22 w i t h me t o d a y a r e N o e l T r a s k and V i l n a G a s t o n . 

23 MR. KLEPPINGER: D a v i d K l e p p i n g e r f r o m t h e l a w 

2 4 f i r m o f McNees, W a l l a c e and N u r i c k r e p r e s e n t i n g 

25 P h i l a d e l p h i a A r e a I n d u s t r i a l E n e r g y U s e r s Group. 
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(717) 540-9669 



1540 

1 MR. WALSH: V i n c e n t J. Walsh, J r . , f o r SEPTA. 

2 MR. DWORETZKY: Joe Dworetzky fro m Hangley 

3 A r o n c h i c k Segal and P u d l i n f o r New Energy V e n t u r e s . 

4 MR. DOLL: C r a i g D o l l r e p r e s e n t i n g C o n e c t i v 

5 Energy. 

6 MR. DESALLE: David DeSalle r e p r e s e n t i n g GPU 

7 Energy. 

8 MS. HELPERT: L i s a H e l p e r t r e p r e s e n t i n g PP&L, 

9 I n c . 

10 MR. NORDSTROM: Paul Nordstrom r e p r e s e n t i n g 

11 A l l e g h e n y Power. 

12 MR. HERSHEY: Steven Hershey r e p r e s e n t i n g CEPA, 

13 TAG, ACORN, and John W. Long, J r . . 

14 MR. MILLER: Your Honor, t h e f i r m o f Wolf, 

15 B l o c k , Schorr, Solis-Cohen by Dan C l e a r f i e l d and A l a n 

16 K o h l e r and t h e law f i r m o f LeBoeuf, Lamb, Green & 

17 MacRae by John K l a u b e r g , John G a l l a g h e r , Zsuzsanna 

18 Benedek and Bruce M i l l e r . I'm Bruce M i l l e r . 

19 JUDGE RAINEY: Have a l l p a r t i e s i d e n t i f i e d 

20 themselves f o r t h e r e c o r d ? 

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

2 2 JUDGE RAINEY: I s t h e r e any p a r t i c u l a r l i n e u p 

2 3 w i t h r e g a r d t o e i t h e r w i t n e s s e s or p a r t i e s as f a r as 

24 c r o s s - e x a m i n a t i o n f o r today, o r s h o u l d we j u s t f o l l o w 

2 5 t h e m a t r i x t h a t was g i v e n o ut p r i o r t o y e s t e r d a y ' s 
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1 h e a r i n g ? 

2 {No a u d i b l e r e s p o n s e . ) 

3 JUDGE RAINEY: H e a r i n g n o t h i n g , l e t ' s s t a r t 

4 w i t h Mr. S l a t e r . 

5 KENNETH J . SLATER, c a l l e d as a w i t n e s s , b e i n g 

6 duly sworn, t e s t i f i e d as f o l l o w s : 

7 JUDGE RAINEY: P l e a s e be s e a t e d . G i v e y o u r 

8 f u l l name f o r t h e r e c o r d , s p e l l i n g y o u r l a s t name, 

9 and a l s o g i v e y o u r b u s i n e s s a d d r e s s . 

10 THE WITNESS: K e n n e t h J. S l a t e r , S-L-A-T-E-R. 

11 3 3 70 Habersham Road, A t l a n t a , G e o r g i a 3 03 05 . 

12 JUDGE RAINEY: Y e s t e r d a y , i n o r d e r t o save 

13 t i m e , t h e p a r t i e s a g r e e d t o s t i p u l a t e t o t h e 

14 a u t h e n t i c a t i o n o f t e s t i m o n y , p r e f i l e d t e s t i m o n y , i n t o 

15 t h e r e c o r d . 

16 A r e t h e p a r t i e s s t i l l i n a g r e e m e n t t h a t we 

17 s h o u l d do t h a t t o d a y ? 

18 (No a u d i b l e r e s p o n s e . ) 

19 JUDGE RAINEY: H e a r i n g n o t h i n g , l e t ' s do t h a t . 

20 P l e a s e p r o c e e d , C o u n s e l . 

2 1 MR. MILLER: Your Honor, Mr. S l a t e r i s o f f e r i n g 

22 ENRON S t a t e m e n t Number 4 c o n t a i n i n g f o u r e x h i b i t s , 

23 KJS-1 t h r o u g h KJS-4, and ENRON S t a t e m e n t Number 4-R, 

2 4 c o n t a i n i n g one e x h i b i t , KJS-4R. I w o u l d l i k e t o a t 

25 t h i s t i m e move Mr. S l a t e r ' s s t a t e m e n t s i n t o e v i d e n c e . 
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1 JUDGE RAINEY: Any o b j e c t i o n s ? 

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

3 JUDGE RAINEY: H e a r i n g none, so a d m i t t e d . 

4 (ENRON Statement 4 and ENRON Statement 4-R 

5 were marked and a d m i t t e d . ) 

6 MR. MILLER: Mr. S l a t e r 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 RAINEY: C r o s s - e x a m i n a t i o n . Mr. Bonney 

9 MR. BONNEY: Thank you. Your Honor. 

10 CROSS-EXAMINATION 

11 BY MR. BONNEY: 

12 Q. Good morning, Mr. S l a t e r . 

13 A. Good morning. 

14 Q . I ' m Paul Bonney, c o u n s e l f o r PECO Energy. 

15 You were not i n v o l v e d i n t h e p r e p a r a t i o n 

16 o f t h e October 7 t h ENRON Choice P l a n ; i s t h a t 

17 c o r r e c t ? 

18 A. No, I was n o t . 

19 Q. I n f a c t , you were r e t a i n e d a f t e r t h a t 

20 document was f i l e d on October 7 t h . I s t h a t t r u e ? 

21 A. Yes. 

22 Q. Am I c o r r e c t t h a t one o f t h e purposes o f 

2 3 y o u r t e s t i m o n y i s t o p r o v i d e e s t i m a t e s o f t h e market 

24 p r i c e f o r r e t a i l g e n e r a t i o n f o r t h e r e t a i l customers 

2 5 o f PECO? I'm r e f e r r i n g 
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1 A. To t h e p o i n t , i t was t o examine t h e 

2 g e n e r a t i o n c r e d i t s p u t f o r w a r d by PECO and by ENRON 

3 t o see i f , i n f a c t , t h e y would a l l o w c o m p e t i t i o n . 

"4 Q . I was q u o t i n g from y o u r t e s t i m o n y a t Page 

5 4, L i n e s 3 t o 4. 

6 JUDGE RAINEY: Would you i d e n t i f y t h e 

7 s t a t e m e n t , Mr. Bonney? 

8 MR. BONNEY: I'm s o r r y . Yes. Thank you, Your 

9 Honor. 

10 BY MR. BONNEY: 

11 Q. Th i s i s your d i r e c t t e s t i m o n y . Statement 

12 Number 4. 

13 A. I n o r d e r t o see whether t h e y ' r e 

14 c o m p e t i t i v e o r would a l l o w c o m p e t i t i o n , you do have 

15 t o have an e s t i m a t e of what t h e p r i c e might be and 

16 t h e n l o o k a t the g e n e r a t i o n caps t o see i f you c o u l d 

17 compete w i t h them. 

18 Q. You pe r f o r m e d no s t u d y , a n a l y s i s , o r 

19 e s t i m a t e o f wh o l e s a l e o r r e t a i l p r i c e s o r a v o i d e d 

20 c o s t s w i t h i n PJM f o r purposes o f t h i s case; i s t h a t 

21 c o r r e c t ? 

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

2 3 Q. You're an e x p e r t on PROMOD. I s t h a t t r u e ? 

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

25 Q. I n f a c t , you're one o f t h e l e a d i n g e x p e r t s 
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1 i n t h e c o u n t r y ; i s t h a t c o r r e c t ? 

2 A. I b a s i c a l l y d e s i g n e d and produced t h e 

3 f i r s t v e r s i o n s o f PROMOD. 

4 Q. Would you p l e a s e b r i e f l y e x p l a i n what 

5 PROMOD i s and what i t does? 

6 A. PROMOD i s a p r o b a b i l i s t i c p r o d u c t i o n 

7 model. I t models each i n d i v i d u a l g e n e r a t o r i n the 

8 system t h a t you're e n d e a v o r i n g t o mode1 and mode1s 

9 t h e l o a d t h a t has t o be served. 

10 The p a r t i c u l a r f e a t u r e about PROMOD when 

11 i t was i n t r o d u c e d was t h e way t h a t i t t r e a t e d t h e 

12 b i g g e s t problem i n d o i n g such m o d e l i n g , w h i c h was t h e 

13 random f o r c e d outages o f g e n e r a t i n g u n i t s . I t 

14 t r e a t e d those random f o r c e d outages i n a 

15 p r o b a b i l i s t i c manner t o t a k e account o f a l l 

16 p o s s i b i l i t i e s o f u n i t s b e i n g i n o r out o r d e - r a t e d . 

17 Q. I s PROMOD used w i t h i n PJM, t o y o u r 

18 knowledge? 

19 A. I presume i t s t i l l i s . I know I spent 

2 0 many l o n g weekends down a t the c o n t r o l c e n t e r g e t t i n g 

21 t h e f i r s t m u l t i - a r e a v e r s i o n o f PROMOD w o r k i n g f o r 

22 t h e PJM i n t e r c o n n e c t i o n . 

23 Q. Do you y o u r s e l f r e g u l a r l y conduct PROMOD 

24 runs? 

25 A. Yes, q u i t e r e g u l a r l y . 
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1 Q. You've p r e v i o u s l y t e s t i f i e d i n o t h e r 

2 j u r i s d i c t i o n s and p r e s e n t e d t h e r e s u l t s o f PROMOD 

3 runs i n t h a t t e s t i m o n y ; i s t h a t t r u e ? 

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

5 Q. For what purposes d i d you p e r f o r m and 

6 p r e s e n t t h o s e PROMOD runs? 

7 A. I n o t h e r places? 

8 Q. Yes. 

9 A. For many purposes. I've p r e s e n t e d them 

10 f o r replacement power c o s t damages when u n i t s have 

11 been u n a v a i l a b l e and owners have been damaged by t h a t 

12 e f f e c t . I've p r e s e n t e d them f o r a v o i d e d c o s t s , q u i t e 

13 o f t e n f o r a v o i d e d c o s t s . 

14 L e t ' s s e e . What el s e ? I ' ve p r e p a r e d them 

15 f o r o t h e r l i t i g a t i o n , a g a i n , on t h e e f f e c t s o f one 

16 t h i n g o r a n o t h e r happening on t h e system, l i k e a 

17 merger o r what have you. I've p r e s e n t e d t h e r e s u l t s 

18 o f r u n s f o r r e l i a b i l i t y , f o r d e t e r m i n i n g o p t i m a l o r 

19 s u i t a b l e r e s e r v e margins f o r systems, t h a t t y p e o f 

20 t h i n g . 

21 Q. I s i t f a i r t o say t h a t , i n y o u r o p i n i o n , 

2 2 use o f PROMOD or o t h e r computer a n a l y s i s i s an 

23 i n t e g r a l p a r t o f d e t e r m i n i n g a v o i d e d c o s t s o r 

2 4 e x p e c t e d market p r i c e s ? 

25 A. I t ' s p a r t o f t h e answer. Using a model 
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1 l i k e t h a t , one can s t u d y how t h e system can d i s p a t c h . 

2 You can make c e r t a i n as sumpt i o n s about energy p r i c e s 

3 on t h a t system, how t h e y ' r e g o i n g t o be d e t e r m i n e d , 

4 and you can get r e s u l t s o u t o f PROMOD t o i n d i c a t e 

5 energy p r i c e s . But you c a n ' t g e t t h i n g s l i k e 

6 c a p a c i t y p r i c i n g o ut o f PROMOD. I t ' s n o t a program 

7 b u i l t f o r t h a t purpose. 

8 Q. You haven't p e r f o r m e d any a n a l y s i s o f PJM 

9 market p r i c e s u s i n g PROMOD as f a r as your work f o r 

10 ENRON i n t h i s case, have you? 

11 A. No, I haven't. The p o i n t about d o i n g 

12 something l i k e t h a t i s i t t a k e s q u i t e a l o n g t i m e t o 

13 g e t y o u r d a t a s e t up. There wasn't any t i m e l i k e 

14 t h a t i n t h i s case. 

15 Q. L e t ' s t u r n t o your E x h i b i t KJS-4, w h i c h i s 

16 a t t a c h e d t o your d i r e c t t e s t i m o n y . As I u n d e r s t a n d 

17 i t , t h e b a s i s and source f o r each o f t h e f i g u r e s 

18 p r e s e n t e d on t h i s e x h i b i t i s y o u r e x p e r i e n c e w o r k i n g 

19 w i t h independent power p r o d u c e r s ; i s t h a t c o r r e c t ? 

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

21 Q. When asked i n d i s c o v e r y t o produce 

2 2 documents t o s u p p o r t t h e b a s i s and sources o f these 

23 f i g u r e s , you produced none; i s t h a t c o r r e c t ? 

2 4 A. That's c o r r e c t . I ca n ' t v e r y w e l 1 produce 

2 5 j u s t h a n d w r i t t e n n otes I've t a k e n a t mee t i n g s , b ut 
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1 t h a t would be t h e e f f e c t o f j u s t d o i n g t h a t . These 

2 are numbers t h a t I 've d i s c u s s e d o f t e n enough i n t h e 

3 l a s t n i n e t o 12 months w i t h my c l i e n t s , numbers v e r y 

4 s i m i l a r t o t h e s e . 

5 Q. What source d i d you r e l y upon f o r y o u r 

6 s e l e c t i o n o f the f i v e - p e r c e n t g r oss r e c e i p t s t a x on 

7 E x h i b i t KJS-4? 

8 A . I asked and was t o l d f i v e p e r c e n t . I 

9 asked c o u n s e l and was t o l d by one co u n s e l t h a t i t was 

10 f i v e p e r c e n t , so I used f i v e p e r c e n t . A p p a r e n t l y , I 

11 was wrong and the answer i s 4.4 p e r c e n t , which 

12 accounts f o r E x h i b i t 4-R i n my r e b u t t a l t e s t i m o n y . 

13 Q. I n t h a t e x h i b i t you've r e v i s e d i t t o 

14 r e f l e c t t h e 4.4 p e r c e n t ? 

15 A. Yes. 

16 Q. Now, a t t h e bot t o m p a r t o f t h i s e x h i b i t , 

17 am I c o r r e c t t h a t you have - - I n t h e e n t i r e e x h i b i t , 

18 you've c a l c u l a t e d t h e c o s t o f a combined c y c l e u n i t 

19 i n 1999, and t h e n you e s c a l a t e t h a t c o s t by 1.3 

20 p e r c e n t a y e a r ; i s t h a t c o r r e c t ? 

21 A. Yes. 

22 Q. I n your c a l c u l a t i o n s you used a 16- p e r c e n t 

23 f i x e d charge r a t e ; i s t h a t c o r r e c t ? 

2 4 A. Yes. I've used a 16-percent f i x e d charge 

25 r a t e because t h a t appears t o be t h e s o r t o f c e n t e r o f 
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1 t h e range t h a t my independent power p r o d u c e r c l i e n t s 

2 want t o see as t h e r e t u r n 'on an i n v e s t m e n t l i k e t h i s , 

3 an i n v e s t m e n t w i t h o u t a g uarantee .of revenue. 

4 Q. Can I draw your a t t e n t i o n t o Page 4 o f 

5 y o u r r e b u t t a l t e s t i m o n y , p l e a s e . Here i n t h e m i d d l e 

6 o f t h e page you i n d i c a t e t h a t t h e 1 6 - p e r c e n t f i x e d 

7 charge r a t e t h a t you used i n c l u d e s t h r e e f a c t o r s - -

8 f i x e d 0 & M, f i n a n c i n g c o s t s , and d e p r e c i a t i o n . Do 

9 you see t h a t ? 

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

11 Q. What r a t e d i d you employ f o r f i x e d O & M? 

12 A. The f i x e d 0 & M seems t o be coming i n 

13 t o d a y somewhere around between one and a h a l f and two 

14 d o l l a r s p e r megawatt hour. I f you t r a n s l a t e t h a t 

15 back, i t has an impact on t h a t 16 p e r c e n t . I ' d have 

16 t o go away and c a l c u l a t e i t i f you want what t h a t 

17 e v e n t u a l l y g i v e s . But t h e numbers are coming i n 

18 t o d a y around about t h a t number. 

19 Q. D i d you use any p a r t i c u l a r debt and e q u i t y 

20 r a t e s i n d e t e r m i n i n g t h a t c ost? 

21 A. No. I've s i m p l y asked my c l i e n t s . How 

2 2 much r e t u r n are you g o i n g t o g e t t o cover your f i x e d 

23 O & M, i n c l u d i n g p r o p e r t y t a x e s , t h a t t y p e o f t h i n g , 

24 p l u s repay your debt and g i v e y o u r s e l f a p r o f i t on 

25 y o u r e q u i t y . But what t h e y ' r e assuming i s something 
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1 around down, f o r t h i n g s l i k e t h i s , 10- t o 2 0 - p e r c e n t 

2 e q u i t y . 

3 Q. What r a t e d i d you use f o r t h e f i n a n c i n g 

4 c o s t s ? 

5 A. I haven't used any p a r t i c u l a r r a t e . I've 

6 t a k e n n o t i c e o f t h e c l i e n t s as t o what r e t u r n t h e y 

7 e x p e c t . 

8 Q. L i k e w i s e f o r d e p r e c i a t i o n , no p a r t i c u l a r 

9 r a t e ? 

10 A. That's r i g h t . They want t o d e p r e c i a t e t h e 

11 p l a n t over G e n e r a l l y s p e a k i n g , t h e y want t o g e t 

12 r i d o f t h e debt p a r t o f t h e i r i n v e s t m e n t i n something 

13 l i k e about 20 y e a r s . So t h e y ' r e w a n t i n g t o r e c o v e r 

14 enough t o pay t h a t o f f . 

15 I t ' s n o t d e p r e c i a t i o n i n t h e s t r i c t sense 

16 t h a t we a p p l y s t r a i g h t - 1 i n e d e p r e c i a t i o n i n normal 

17 r e g u l a t o r y a c c o u n t i n g , but i t i s a r e t u r n t h a t a l l o w s 

18 them t o get r i d o f t h e i r debt i n about t h e 20 y e a r s . 

19 Q. Where are t h e IPP c l i e n t s t h a t y ou're 

2 0 r e f e r r i n g t o l o c a t e d ? More p a r t i c u l a r l y , where are 

21 t h e p l a n t s t h a t t h e y ' r e c o n s i d e r i n g b u i l d i n g o r have 

.22 b u i l t l o c a t e d ? 

23 A. A l o t o f p l a n t s i n New York s t a t e , some i n 

24 New England, C a l i f o r n i a , O n t a r i o , i n G e o r g i a . Where 

25 e l s e are we working? A l s o out o f t h e c o u n t r y . 
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1 Q. Are a l l o f those p r o j e c t s combined c y c l e 

2 u n i t s , o r are t h e y d i f f e r e n t t y p e s o f u n i t s ? 

3 A. A l o t o f them are combined c y c l e . Some o f 

4 them are hy d r o . Some o f them are -- One, i n 

5 p a r t i c u l a r , i s r a t h e r i n t e r e s t i n g , combustion t u r b i n e 

6 w i t h heat r e c o v e r y , which i s an i n t e r e s t i n g u n i t . 

7 They're d i f f e r e n t t y p e s , b u t t h e m a j o r i t y a re 

8 combined c y c l e . 

9 Q. Now, t u r n i n g t o t h e gas p r i c e s o r p r i c e 

10 t h a t you've used here f o r f u e l c o s t , 274, am I 

11 c o r r e c t t h a t t h a t i n f o r m a t i o n i s a p r o d u c t o f your 

12 e x p e r i e n c e w i t h w o r k i n g w i t h IPPs as w e l l ? 

13 A. Yes. I t o o k those p r i c e s f r o m a f u e l 

14 f o r e c a s t t h a t we had i n t h e l a t e summer. That f u e l 

15 f o r e c a s t was f o r a base p r i c e o f 274 c e n t s . W e l l , a 

16 l i t t l e b i t l e s s t h a n 274, but w i t h a r a t e o f 

17 e s c a l a t i o n o f almost one p e r c e n t , almost 

IS i n d i s t i n g u i s h a b l e from one p e r c e n t per ye a r i n 

19 n o m i n a l t e r m s . I n o t h e r words, d e c l i n i n g r e a l 

20 d o l l a r s . 

21 T h i s was supposedly based upon f o r w a r d 

22 market c u r v e s . I used t h a t p a r t i c u l a r one because we 

23 had had e a r l i e r ones t h a t were s i m i l a r except f o r t h e 

24 base p r i c e o f t h e gas. The e s c a l a t i o n r a t e s a re v e r y 

25 s i m i l a r i n those f o r w a r d market p r i c e s . 

HOLBERT ASSOCIATES 
(717) 540-9669 



1551 

1 We had some more the o t h e r day f o r a new 

2 s t u d y t h a t we're d o i n g . Again, we're l o o k i n g a t 

3 s i m i l a r s o r t s o f p r i c e s w i t h s i m i l a r e s c a l a t i o n . 

4 Q. When you say we, are you r e f e r r i n g t o you 

5 and y o u r IPP c l i e n t s o r your f i r m ? 

6 A. And o t h e r c o n s u l t a n t s w o r k i n g f o r t h e IPP 

7 c l i e n t s . 

8 Q. I s t h e r e any p a r t i c u l a r source t h a t you 

9 can c i t e t h a t i s t h e b a s i s f o r t h i s f i g u r e ; f o r 

10 example, a c i t e , a quote, f r o m t h e f o r w a r d f u e l 

11 market? 

12 A. No. That's where t h e y come from. They're 

13 gas and o i l p r i c e s t h a t we have been w o r k i n g w i t h . 

14 For t h e IPPs t o make c o n s i d e r a b l e i n v e s t m e n t s , t h e y 

15 have a l l come from f o r w a r d market p r i c e s . 

16 Q. But t h e r e ' s no document t h a t --

17 A. No, I have no documents f o r them. I f I 

18 • d i d , I would have g i v e n them t o you a cou p l e o f weeks 

19 ago. 

20 Q. Thank you. What t i m e p e r i o d do t h e 

21 f o r w a r d markets t h a t you're r e f e r r i n g t o cover? 

22 A. They're c o v e r i n g somewhere o u t t o about 

23 2006, t h e ones t h a t these people have been g e t t i n g . 

24 Q. Do you have a r e f e r e n c e t o t h e p a r t i c u l a r 

25 f o r w a r d f u e l market t h a t t h e y ' r e t a l k i n g about? 
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1 A. No, I d o n ' t . I've gone t o l o o k m y s e l f a t 

2 f i g u r e s and found them o n l y g o i n g out a cou p l e o f 

3 y e a r s . 

4 Q. As have I . I'm n o t aware o f any t h a t go 

5 t o 2006. 

6 A. These are quotes t h a t p e o p le must be 

7 g e t t i n g i n t h e m a r k e t p l a c e . T h i s i s what t h e y t o l d 

8 me. They've d e l i b e r a t e l y gone and asked f o r quotes 

9 f o r a l o n g e r p e r i o d . 

10 Q. I s n ' t i t t r u e t h a t i n t h e f o r w a r d f u e l 

11 markets t h e r e ' s not much t r a d i n g i n volume p a s t f i v e 

12 months out ? 

13 A . I don't know. 

14 Q. So you don't p a r t i c i p a t e a t a l l i n t h e 

15 f o r w a r d --

16 A. No, I d o n ' t . 

17 Q. At Page 7 o f your r e b u t t a l t e s t i m o n y , L i n e 

18 5, you s t a t e t h a t t h e p r i c e o f o i l has been 

19 e s s e n t i a l l y f l a t i n nominal d o l l a r t e r m s . You don't 

20 use any o i l p r i c e s i n t h e f i g u r e s t h a t you've 

21 c a l c u l a t e d on E x h i b i t KJS-4, do you? 

22 A. No, I do n ' t , because I always l i k e t o see 

23 -- When I go and l o o k a t a f o r e c a s t , I l i k e t o see 

2 4 a l l t h e f u e l s t h e r e . I l i k e t o see what people are 

25 assuming f o r o i l , gas and, on o c c a s i o n s , c o a l j u s t t o 
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1 see t h a t i t a l l makes sense. T h e r e f o r e , I do l i k e t o 

2 see t h e o i l t h a t I'm s e e i n g i n gas f o r e c a s t s . 

3 Q. A s f a r a s t h e e s c a l a t i o n o f t h e gas p r i c e , 

4 I t h i n k you mentioned one p e r c e n t . What's t h e b a s i s 

5 f o r t h a t ? I s i t , a g a i n , d i s c u s s i o n s w i t h IPPs, o r i s 

6 t h e t e any independent source t h a t you can c i t e f o r 

7 t h a t ? 

8 A. These were i n those f o r w a r d market p r i c e s , 

9 an e s c a l a t i o n of about one p e r c e n t per y e a r . The o i l 

10 has been showing a s l i g h t drop and t h e n a r i s e over 

11 t h a t t i m e p e r i o d up t o around about t h e same l e v e l 

12 as, say, '99. Up t o about 2006 t h e y ' r e a l m o s t l e v e l 

13 w i t h j u s t s o r t o f a l i t t l e d i s h i n between. 

14 Q. I s t h e r e a p a r t i c u l a r document t h a t you're 

15 r e f e r r i n g t o when you d e s c r i b e t h a t p a t t e r n ? 

16 A. I'm j u s t d e s c r i b i n g t h e f o r e c a s t s t h a t 

17 I've been g i v e n t o work w i t h r e c e n t l y . 

18 Q. And you don't know t h e source o f t h o s e , 

19 o t h e r t h a n o t h e r people t h a t you've t a l k e d t o have 

20 t a l k e d t o somebody e l s e i n some market? 

21 A. They've been t h e p r o d u c t o f a B i g E i g h t • 

22 a c c o u n t i n g and c o n s u l t i n g f i r m out o f t h e Houston 

23 o f f i c e where t h e y do t h i s work. 

2 4 Q. At Page 7, L i n e s 3 t o 4, o f y o u r 

25 t e s t i m o n y , you r e f e r e n c e d DRI, EIA f u e l p r i c e 
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1 f o r e c a s t s . I s i t your o p i n i o n t h a t t h o s e f o r e c a s t s 

2 are n o t c r e d i b l e ? 

3 A. On page what? 

4 Q. Page 7 up a t t h e t o p . I b e l i e v e i t ' s 

5 L i n e s 3 t o 4. I'm s o r r y . Of your r e b u t t a l 

6 t e s t imony. 

7 A. Yes. 

8 Q. Would you l i k e me t o r e p e a t t h e q u e s t i o n ? 

9 A. No. I've got i t here. Do I n o t t h i n k 

10 t h a t t h e y ' r e c r e d i b l e ? 

11 Q. Yes. 

12 A. I've l o o k e d a t a number o f these i n t h e 

13 p a s t , DRI f o r e c a s t s and EIA f o r e c a s t s . I don't see 

14 q u i t e o f t e n t h e s e f o r e c a s t s ever coming t r u e . I 've 

15 seen q u i t e a l o t of EIA f o r e c a s t s over t h e y e a r s , and 

16 I've never seen one come anywhere near t r u e , 

17 p a r t i c u l a r l y when you g e t out about 10 y e a r s . 

18 There were f o r e c a s t s back i n t h e - - I was 

19 l o o k i n g a t some s e v e r a l weeks ago when I was d o i n g 

2 0 some t e s t i m o n y f o r Georgia Power. I was l o o k i n g a t 

21 f o r e c a s t s made i n 1977, '78, '80, '81 by EIA. They 

22 show, as a l o t o f o t h e r f o r e c a s t s d i d i n t h a t t i m e 

23 frame, o i l p r i c e s t h a t were huge. But we never g o t 

2 4 anywhere near them, $4 0 and on up, d o l l a r a b a r r e l 

2 5 o i l , w hich gave r i s e t o some o f t h e p l a n n i n g t h a t 
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1 happened i n those days. 

2 But no, I haven't seen any come t r u e . I 

3 don't have a l o t o f c o n f i d e n c e i n t h e l o n g e r t e r m 

4 view o f these markets. Something always seems t o 

5 happen t o g e t t h a t p r i c e down. Whether i t ' s 

6 improvements i n t h e r e c o v e r y o f t h e f u e l s , whether 

7 i t ' s new f i e l d s coming on, something always seems t o 

8 happen. 

9 Q. Now t u r n i n g t o your 1.3-percent e s c a l a t i o n 

10 r a t e . I want t o a l s o r e f e r you t o Page 6 o f y o u r 

11 r e b u t t a l t e s t i m o n y . There you s t a t e t h a t t h e 1.3-

12 p e r c e n t r a t e r e f l e c t s t h r e e components - - c a p i t a l 

13 c o s t s , O & M c o s t s , and gas f u e l c o s t s . Do a l l t h r e e 

14 o f t h o s e components have t h e same r e l a t i v e impact on 

15 t h e o v e r a l 1 c o s t o f a combined e y e l e u n i t ? 

16 A. The energy f r o m t h e combined c y c l e u n i t , 

17 t h e b i g g e s t component i s t h e f u e l . 

18 Q. Now, f o r c a p i t a l c o s t s you assume t h a t t h e 

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

20 b a l a n c e d by performance improvements. What s p e c i f i c 

21 a n a l y s i s have you p e r f o r m e d t o s u p p o r t t h a t o p i n i o n , 

22 i f any? 

23 A. None; j u s t l o o k i n g a t what has been 

24 happening and what p r o p o s i t i o n s are coming f o r w a r d on 

25 new machines t h a t s o r t o f haven't been r u n y e t . But 
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1 t h e r e was a d e s i g n out t h e r e t h a t i s g o i n g t o promise 

2 t h e same s o r t o f economies t h a t we've g o t t o d a y 

3 w i t h o u t any i n c r e a s e . I n o t h e r words, n o m i n a l l y f l a t 

4 coming o u t o f the new developments. I f t h e p r i c e 

5 goes up a l i t t l e b i t , t h e n t h e e f f i c i e n c y i s 

6 improved. So i t doesn't seem t o be t h a t t h e 

7 t e c h n o l o g y i s r i s i n g i n c o s t a t a l l . 

8 Q. You a l s o s t a t e t h a t you assume t h a t t h e 

9 0 & M c o s t s w i l l e s c a l a t e a t t h e g e n e r a l r a t e o f 

10 i n f l a t i o n . What s p e c i f i c a n a l y s i s have you p e r f o r m e d 

11 t o s u p p o r t y o u r c o n c l u s i o n here? 

12 A. I've j u s t been w a t c h i n g 0 & M c o s t s f o r a 

13 l o n g , l o n g t i m e , and t h e y seem t o do t h a t . They seem 

14 t o go up r o u g h l y w i t h t h e g e n e r a l e s c a l a t i o n . 

15 Q. What i s the g e n e r a l r a t e o f i n f l a t i o n 

16 today? 

17 A. What I c o n s i d e r i t i s i s about t h r e e 

18 p e r c e n t i n f a i r l y rough t i m e s . I t might be 2.6, 

19 maybe 2.7. But t h r e e i s not a bad number t o use. 

20 Q. You d i d n ' t g e n e r a t e t h e CTC, ITC, o r 

21 g e n e r a t i o n c r e d i t schedules s e t f o r t h i n the r e v i s e d 

22 ENRON Choice Plan, d i d you? 

2 3 A. No, I had n o t h i n g t o do w i t h t h a t . 

24 Q. At Page 8 o f y o u r r e b u t t a l t e s t i m o n y , you 

25 r e f e r e n c e Mr. M i t n i c k ' s t e s t i m o n y . 
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1 A. Yes. 

2 Q. Do you agree w i t h , d i s a g r e e w i t h , o r have 

3 no o p i n i o n r e g a r d i n g t h e g e n e r a t i o n c r e d i t s t h a t 

4 Mr. M i t n i c k proposed be adopted i n t h i s p r o c e e d i n g ? 

5 A . I have no o p i n i o n about them. 

6 Q. I f you would p l e a s e l o o k a t Page 11 o f 

7 yo u r r e b u t t a l t e s t i m o n y . I don't have a l i n e number 

8 he r e . I'm l o o k i n g , i n p a r t i c u l a r , a t L i n e s 15 and 

9 16. I s i t your u n d e r s t a n d i n g t h a t i n h i s a n a l y s i s 

10 Dr. Hieronymus assumed t h a t t h e p r e s e n t r e t i r e m e n t 

11 schedule f o r PECO's g e n e r a t i n g u n i t s would remain 

12 unchanged? 

13 A. That's what I g a t h e r e d from r e a d i n g h i s 

14 m a t e r i a l . 

15 Q. A n y t h i n g i n p a r t i c u l a r t h a t you l o o k e d a t 

16 o r j u s t a g e n e r a l r e v i e w o f h i s t e s t i m o n y ? 

17 A. J u s t a g e n e r a l r e v i e w o f t h e t e s t i m o n y . 

18 That's what I r e c a l l e d . 

19 Q. Please t u r n over t o Page 12, L i n e s 9 t o 

20 15, o f your r e b u t t a l . Here you s t a t e t h a t t h e f i x e d 

21 c o s t s a s s o c i a t e d w i t h excess c a p a c i t y i n PJM are 

22 b e i n g charged t o c a p t i v e r a t e p a y e r s . That i s r e t a i l 

23 customers, I assume. 

24 A. Yes. 

25 Q. Are you aware t h a t t h e P e n n s y l v a n i a 
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1 Commission has made s u b s t a n t i a l excess c a p a c i t y 

2 d i s a l l o w a n c e s i n PECO and PP&L r a t e cases? 

3 A . I would expect t h a t t h e y have, j u s t t h e 

4 same as such t h i n g s are b e i n g done everywhere e l s e . 

5 The r e s t o f t h e c a p a c i t y , o f course , i s a l l 

6 s u p p o r t e d . 

7 Q. Would you t u r n t o Page 16 now, p l e a s e . At 

8 t h e bott o m h a l f o f t h i s page, i n p a r t i c u l a r , t h e l a s t 

9 sentence, you say, "But i f PECO c o u l d a c h i e v e a 

10 r e s u l t s i m i l a r t o t h a t a c h i e v e d by t h e New England 

11 E l e c t r i c System i n i t s d i v e s t i t u r e , PECO's s t r a n d e d 

12 c o s t s would u n d o u b t e d l y be f a r l e s s t h a n i t i s 

13 f o r e c a s t i n g . " Have you p e r f o r m e d any a n a l y s i s o f 

14 PECO's s t r a n d e d c o s t s i f PECO c o u l d a c h i e v e t h e 

15 r e s u l t t h a t New England E l e c t r i c System d i d ? 

16 A. No. But I have p e r f o r m e d a l o t o f 

17 a n a l y s e s on t h e New England p a r t . 

18 You asked me e a r l i e r i f I had done any 

19 PROMOD runs l a s t n i g h t . I d i d t h r e e r u n s , w h i l e I 

20 s l e p t , on my l a p t o p on t h e New England system. We're 

21 c o n t i n u i n g t o st u d y t h a t . The r e s u l t t h a t was 

22 a c h i e v e d by New England E l e c t r i c was a m a g n i f i c e n t 

23 r e t u r n on t h a t p r i c e f o r t h e i r g e n e r a t i o n a s s e t s t h a t 

24 t h e y s o l d . 

25 I t would i n d i c a t e t h a t whoever bought U.S. 
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1 Gen. was assuming market p r i c e s c o n s i d e r a b l y h i g h e r 

2 t h a n would have been g e n e r a t e d w i t h t h e t y p e o f 

3 a n a l y s i s t h a t Dr. Hieronymus d i d . 

4 Q. The NEES u n i t s t h a t were s o l d were a l l 

5 f o s s i l and hydro u n i t s ; i s t h a t t r u e ? 

6 A. F o s s i l and hydro and a pump s t o r a g e p l a n t . 

7 Q. Do you know how PECO's c a p a c i t y breaks 

8 down by f u e l type? 

9 A. Yes. There's a l o t o f n u c l e a r c a p a c i t y on 

10 t h e system, b u t t h e r e i s some f o s s i l . But t h e 

11 assumption i n t h e New England p o o l , i f you l o o k a t 

12 those NEES a s s e t s , t h e y would have been assuming 

13 market p r i c e s which would have had a s i g n i f i c a n t 

14 c a p a c i t y component t o them. 

15 I f PJM g e n e r a t e s s i m i l a r market p r i c e s 

16 t h a n was d r i v i n g t h e U.S. Gen. b i d i n New England, 

17 t h e n a l l o f t h e p l a n t , nukes i n c l u d e d , would b e n e f i t 

18 from t h a t h i g h e r market p r i c e . 

19 Q. Do you know what t h e i m p l i c i t v a l u e 

20 a s s i g n e d t o PECO's f o s s i l and hydro f a c i l i t i e s under 

21 t h e p a r t i a l s e t t l e m e n t i n t h i s p r o c e e d i n g i s ? 

22 A. I c o u l d n ' t f i n d i t . I l o o k e d f o r t h a t , 

2 3 and I c o u l d n ' t f i n d i t . 

2 4 Q . I want t o r e f e r you t o your answer t o PECO 

25 I n t e r r o g a t o r y 16-10. I have a copy o f i t here i f I 
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1 c o u l d share i t w i t h you. 

2 A. Yes. 

3 Q . I j u s t want t o ask you, Do you agree t h a t 

4 d u r i n g t h e term o f t h e Power Purchase Agreement as 

5 proposed by ENRON t h a t PECO i s r e q u i r e d t o have 

6 a v a i l a b l e t o i t a t a l l t i m e s a q u a n t i t y o f energy and 

7 c a p a c i t y s u f f i c i e n t t o s u p p l y d e f a u l t s e r v i c e 

8 customers and w i l l n o t be a b l e t o s e l l such energy 

9 and/or c a p a c i t y t o o t h e r buyers on a f i r m b a s i s ? 

10 A. Yes. 

11 MR. BONNEY: That's a l l I have, Your Honor. 

12 Thank you. 

13 JUDGE RAINEY: Any o t h e r c r o s s - e x a m i n a t i o n ? 

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

15 JUDGE RAINEY: R e d i r e c t . 

16 MR. MILLER: May I have a b r i e f moment w i t h 

17 t h e w i t n e s s . Your Honor? 

18 JUDGE RAINEY: Yes, you may. 

19 (Pause) 

20 JUDGE RAINEY: Mr. M i l l e r . 

21 MR. MILLER: Thank you. Your Honor. No 

2 2 r e d i r e c t . 

2 3 JUDGE RAINEY: Thank you. You may s t a n d down. 

24 Thank you, Mr. S l a t e r . 

25 Mr. O l i v e r . I s Mr. O l i v e r t h e n e x t one up? 
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1 I s Mr. O l i v e r here? 

2 MR. MILLER: He i s here, Your Honor. 

3 MR. CLEARFIELD: He must have stepped o u t f o r 

4 a m i n u t e . 

5 JUDGE CHESTNUT: He r a n away. 

6 MR. MILLER: Dr. Bohi i s here. 

7 JUDGE RAINEY: Okay. Do you want t o go w i t h 

8 Dr. Bohi? 

9 JUDGE CHESTNUT: Should we go i n o r d e r , 

10 though, i f he's j u s t o ut 

11 JUDGE RAINEY: Does i t m a t t e r ? 

12 MR. MILLER: I t doesn't m a t t e r t o us. 

13 JUDGE RAINEY: A l l r i g h t . Dr. B o h i . 

14 D r . B o h i , would you r a i s e your r i g h t hand. 

15 DOUGLAS R. BOHI, c a l l e d as a w i t n e s s , being 

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

17 JUDGE RAINEY: Thank you. Please be se a t e d . 

18 Give y o u r f u l l name, s p e l l i n g y our l a s t name, and 

19 a l s o g i v e y o u r b u s i n e s s address f o r t h e r e c o r d . 

20 THE WITNESS: My name i s Douglas R. B o h i , 

21 B-O-H-I. My address i s 10 01 P e n n s y l v a n i a Avenue, 

2 2 Washington, D.C. 

23 JUDGE RAINEY: Thank you. 

24 MR. MILLER: For t h e r e c o r d , Your Honor, 

2 5 Dr. Bohi i s o f f e r i n g ENRON Statement Numbers 3 and 
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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 

3-R. There are no e x h i b i t s . Your Honor, may we move 

Dr. Bohi's s t a t e m e n t s i n t o e v i d e n c e , p l e a s e . 

JUDGE RAINEY: Any o b j e c t i o n s ? 

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

JUDGE RAINEY: H e a r i n g none, so a d m i t t e d . 

(ENRON Statement 3 and ENRON Statement 3-R 
were marked and a d m i t t e d . ) 

MR. MILLER: Dr. Bohi i s a v a i l a b l e f o r c r o s s . 

JUDGE RAINEY: Cross-examination. Mr. Bonney. 

MR. BONNEY: Thank you. Your Honor. 

CROSS-EXAMINATION 

BY MR. BONNEY: 

Q. Good morning. Dr. B o h i . Paul Bonney, 

c o u n s e l f o r PECO Energy. 

You were not i n v o l v e d i n t h e p r e p a r a t i o n 

o f t h e October 7 t h ENRON p e t i t i o n ; i s t h a t c o r r e c t ? 

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

Q. I n f a c t , you were r e t a i n e d a f t e r t h a t was 

f i l e d ; i s t h a t t r u e ? 

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

Q. I f you would l o o k a t Page 8 o f your d i r e c t 

t e s t i m o n y f o r a moment, p l e a s e . 

A. Yes. 

Q. Here you s t a t e t h a t PECO's l o n g - r u n 

m a r g i n a l c o s t o f g e n e r a t i o n exceeds t h e g e n e r a t i o n 
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1 caps i n t h e p a r t i a l s e t t l e m e n t . I s t h a t a f a i r 

2 c h a r a c t e r i z a t i o n o f your t e s t i m o n y ? 

3 A. That's a f a i r c h a r a c t e r i z a t i o n . 

4 Q. Have you pe r f o r m e d any s t u d i e s t o s u p p o r t 

5 t h a t c o n c l u s i o n ? 

6 A. J u s t l o g i c . 

7 Q. Please t u r n t o Page 7, L i n e s 11 t o 13. 

8 There you s t a t e t h a t f o r s h o r t p e r i o d s o f t i m e t h e 

9 market p r i c e f o r energy and c a p a c i t y may be above or 

10 below l o n g - r u n m a r g i n a l c o s t because o f te m p o r a r y 

11 s h o r t a g e s o r s u r p l u s e s o f c a p a c i t y . Do you see t h a t ? 

12 A. Yes. 

13 Q. By u s i n g t h e term s h o r t term, you mean t h e 

14 l e n g t h o f t i m e r e q u i r e d t o i n s t a l l new g e n e r a t i n g 

15 c a p a c i t y ; i s t h a t c o r r e c t ? 

16 A. No, I do n o t . 

17 Q. Do you mean t h e l e n g t h o f t i m e s h o u l d be 

18 no l o n g e r t h a n t h a t r e q u i r e d t o i n s t a l l new c a p a c i t y ? 

19 A. Short t e r m c o u l d be m i n u t e s , hours, days, 

2 0 weeks. But i t ' s l e s s t h a n t h e t i m e r e q u i r e d t o 

21 o b t a i n c a p a c i t y . 

22 Q. Do you have a copy o f your answer t o 

23 PECO's I n t e r r o g a t o r y 18-1? 

24 A. I b e l i e v e so. 18-1? 

25 Q. Yes. 
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1 A. Yes. 

2 Q. I n Subpart A you were asked t o p r o v i d e 

3 your d e f i n i t i o n o f t h e t e r m s h o r t p e r i o d and 

4 te m p o r a r y as you've used i t on Page 7. Am I c o r r e c t 

5 t h a t you answered t h a t s h o r t p e r i o d and te m p o r a r y 

6 r e f e r t o t h e l e n g t h of t i m e r e q u i r e d b e f o r e a 

7 c o m p e t i t o r i s a b l e t o i n c r e a s e t h e amount o f c a p a c i t y 

8 a v a i l a b l e t o serve t h e market; t h e l e n g t h o f t i m e 

9 s h o u l d be no l o n g e r t h a n t h a t r e q u i r e d t o i n s t a l l new 

10 c a p a c i t y ? 

11 A. T h i s i s , o b v i o u s l y , a m i s t a k e . I t s h o u l d 

12 say l e s s t h a n r e q u i r e d t o i n s t a l l new c a p a c i t y . 

13 JUDGE RAINEY: I'm s o r r y . Y o u ' l l have t o keep 

14 y o u r v o i c e up. 

15 A. What t h i s was meant t o say was t h e l e n g t h 

16 o f t i m e l e s s t h a n t h a t r e q u i r e d t o i n s t a l l new 

17 c a p a c i t y . 

18 BY MR. BONNEY: 

19 Q. I t h i n k i t does say s h o u l d be no l o n g e r 

20 t h a n , so I t h i n k t h a t ' s c o n s i s t e n t w i t h what y o u ' r e 

21 s a y i n g . 

22 Have you p r e p a r e d an a n a l y s i s o f t h e 

23 supply/demand hours f o r energy i n PECO's s e r v i c e 

24 t e r r i t o r y o r i n PJM? 

25 A. No, I have n o t . 
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1 Q. Am I c o r r e c t t h a t you've p e r f o r m e d no 

2 s p e c i f i c a n a l y s i s r e g a r d i n g e l a s t i c i t i e s o f demand as 

3 i t r e l a t e s t o PECO's s a l e s l e v e l s i n t h i s case? 

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

5 Q. Would you p l e a s e l o o k a t Page 15 o f your 

6 d i r e c t t e s t i m o n y , i n p a r t i c u l a r . L i n e s 6 t o 8. Have 

7 you p e r f o r m e d any a n a l y s i s o f t h e magnitude o f t h e 

8 e f f i c i e n c i e s t h a t you expect and t h a t y o u're 

9 r e f e r r i n g t o here? 

10 A. I've t h o u g h t c o n s i d e r a b l y about t h i s 

11 i s s u e , yes. I t depends on what you mean by an 

12 a n a l y s i s . 

13 Q. Have you q u a n t i f i e d t h o s e e f f i c i e n c i e s ? 

14 A. I n rough terms, I have t h o u g h t about t h a t . 

15 I have n o t r u n a eco n o m e t r i c model, i f t h a t ' s what 

16 you mean. 

17 Q. P l e a s e t u r n t o Page 17 o f yo u r d i r e c t 

18 t e s t i m o n y . At L i n e s 4 t o 5, you say t h a t t h e 

19 r i d e r - o f - l a s t - r e s o r t customer w i l l m i g r a t e t o 

20 e n t i t i e s t h a t can o f f e r g e n e r a t i o n s e r v i c e s a t a 

21 l e v e l w hich i s below t he g e n e r a t i o n c r e d i t . Do you 

22 see t h a t ? 

23 A. Yes, I do. 

2 4 Q. So, t h e n , does i t f o l l o w t h a t under t h e 

.25 ENRON Choice Plan d e f a u l t customers t h a t s t a y w i t h 
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1 t h e d e f a u l t p r o v i d e r o f l a s t r e s o r t s e r v i c e w i l l be 

2 p a y i n g p r i c e s i n excess of p r i c e s a v a i l a b l e i n t h e 

3 c o m p e t i t i v e market? 

4 A. That depends upon t h e r e l a t i o n s h i p between 

5 t h e p r i c e i n the market and t h e g e n e r a t i o n c r e d i t . 

6 Q. And i f t h a t p r i c e i s t h e same, w i l l 

7 customers m i g r a t e because of a p r i c e d i f f e r e n c e ? 

8 A. I f t h e p r i c e t h a t t h e y ' r e p a y i n g i s t h e 

9 same as t h e market p r i c e ? 

10 Q. Yes. 

11 A. Then t h e r e ' s no reason f o r them t o 

12 m i g r a t e . 

13 Q. So i t f o l l o w s , t h e n , because you're s a y i n g 

14 t h a t customers w i l l m i g r a t e , t h a t y our t e s t i m o n y i s 

15 t h a t you expect t h a t t h e r e w i l l be a p r i c e 

16 d i f f e r e n c e ? 

17 A . I would have t o r e a d t h e c o n t e x t a l i t t l e 

18 more here i n which t h a t s t a t e m e n t i s r e a d . 

19 Q. Please do. 

20 (Pause) 

21 A. I've r e a d i t now. Please r e s t a t e y o u r 

22 q u e s t i o n . 

23 Q. Under t h e ENRON Choice Plan, d e f a u l t 

24 customers t h a t s t a y w i t h t h e d e f a u l t p r o v i d e r o f l a s t 

25 r e s o r t s e r v i c e w i l l be p a y i n g p r i c e s i n excess of the 
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1 p r i c e s a v a i l a b l e i n t h e c o m p e t i t i v e market, i n y our 

2 o p i n i o n ? 

3 A. I t ' s p o s s i b l e . 

4 Q." I f t h a t ' s not t h e case, t h e y won't 

5 m i g r a t e , i s t h a t t r u e , because o f p r i c e ? 

6 A. I t depends on how much the p r i c e 

7 d i f f e r e n c e i s . There's always a r e l u c t a n c e t o 

8 m i g r a t e . 

9 Q. I n your d i r e c t and i n your r e b u t t a l 

10 t e s t i m o n y , you argue t h a t under t h e p a r t i a l 

11 s e t t l e m e n t PECO has an i n c e n t i v e t o r e t a i n p r o v i d e r -

12 o f - l a s t - r e s o r t customers and t h a t under t h e ENRON 

13 p l a n ENRON has no such i n c e n t i v e . 

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

15 Q. Your r e a s o n i n g i s t h a t ENRON w i l l buy 

16 power from PECO and r e s e l l i t t o p r o v i d e r - o f - l a s t -

17 r e s o r t customers a t th e same p r i c e ? 

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

19 Q. Under t h e p a r t i a l s e t t l e m e n t , i n y o u r 

20 v i ew, i s i t c o r r e c t t h a t t h e PECO d i s t r i b u t i o n 

21 company w i l l buy power from t h e market and s e l l i t t o 

2 2 p r o v i d e r - o f - l a s t - r e s o r t customers a t lo w e r e d capped 

23 p r i c e s , a t a l o s s , i n o t h e r words? 

24 A. I don't expect them t o s e l l a t a l o s s , no. 

2 5 Q. I s t h a t because you expect t h e market 
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1 p r i c e s t o be below t h e caps? 

2 A. They c o u l d be b u y i n g f r o m t h e i r own 

3 g e n e r a t i o n and n o t se11ing a t a l o s s . 

4 Q. I s t h e r e a r e q u i r e m e n t i n t h e s e t t l e m e n t 

5 t h a t PECO buy from i t s own g e n e r a t ion? 

6 A. Not t h a t I'm aware o f . 

7 Q. The s e t t l e m e n t says t h a t PECO D i s t r i b u t i o n 

8 Company would buy power from t h e market; i s n ' t t h a t 

9 c o r r e c t ? 

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

11 Q. I s i t your o p i n i o n t h a t PECO's g e n e r a t i o n 

12 company would s e l l t o t h e PECO D i s t r i b u t i o n Company 

13 a t a l o s s under t h a t s c e n a r i o ? 

14 A. Not n e c e s s a r i l y , but we're t a l k i n g about a 

15 s i t u a t i o n where t he p r o f i t s and l o s s e s o f these 

16 s e p a r a t e e n t i t i e s a re n o t n e c e s s a r i l y t h e r e l e v a n t 

17 measure o f p r o f i t and l o s s b u t , r a t h e r , t h e e n t i r e 

18 h o l d i n g company. Revenues c o u l d be r e c e i v e d by 

19 a n o t h e r p a r t o f t h e company t h a t c o u l d compensate f o r 

2 0 g e n e r a t i o n . 

21 Q. But under t h e mechanics o f t h e p a r t i a l 

2 2 s e t t l e m e n t , i s n ' t i t c o r r e c t t h a t t h e PECO 

23 D i s t r i b u t i o n Company has t o buy a t market, whether 

24 t h a t ' s from PECO G e n e r a t i o n Company o r f r o m some 

25 o t h e r s u p p l i e r , f o r example, ENRON? 
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1 A. Not n e c e s s a r i l y , because t h e r e ' s a 

2 s i t u a t i o n here where i t ' s p o s s i b l e t h a t t h e market 

3 w i l l n o t develop i n the sense o f a c o m p e t i t i v e 

4 market, i n which case t h e D i s t r i b u t i o n Company may be 

5 l e f t w i t h o n l y one a l t e r n a t i v e , and t h a t ' s t h e 

6 monopoly p r o v i d e r t h a t e x i s t s now. I f t h a t ' s t h e 

7 o n l y a l t e r n a t i v e , t h e n t h e r e q u i r e m e n t t h a t t h e y buy 

8 a t t h e market i s not v e r y m e a n i n g f u l . 

9 Q. Would t h e PECO D i s t r i b u t i o n Company be 

10 b u y i n g i n t h e r e t a i l market o r t h e w h o l e s a l e market? 

11 A. Excuse me. 

12 Q. Would t h e PECO D i s t r i b u t i o n Company be 

13 b u y i n g i n the r e t a i 1 market or t h e w h o l e s a l e market? 

14 A. I f you d e f i n e w h o l e s a l e t o be s a l e s f o r 

15 r e s a l e , t h a t ' s t h e w h o l e s a l e market. 

16 Q. I s i t your o p i n i o n t h a t t h e r e ' s n o t a 

17 c o m p e t i t i v e w h o l e s a l e market t h a t e x i s t s today? 

18 A. No, I do n ' t . 

19 Q. Do you b e l i e v e t h e r e ' s a monopoly market 

20 f o r w h o l e s a l e today? 

21 A. I b e l i e v e i t ' s a d i s t o r t e d market i n t h e 

22 sense t h a t you s t i l l have b u n d l e d s e r v i c e w i t h 

23 c a p t i v e customers p a y i n g f o r t h e c a p i t a l c o s t s o f 

24 most o f t h e u t i l i t i e s , most o f t h e c a p i t a l o f t h e 

25 u t i l i t i e s t h a t t r a d e i n t h a t market, so t h a t what 
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1 t r a d i n g does occur a t t h e w h o l e s a l e l e v e l i s a 

2 r e l a t i v e l y s m a l l share o f t o t a l power t h a t ' s produced 

3 by t h e members o f PJM. 

4 Q. Do you know how many members o f PJM t h e r e 

5 are? 

6 A. Not e x a c t l y . 

7 Q. A p p r o x i m a t e l y ? 

8 A. S i x , e i g h t . 

9 Q. Would you agree, s u b j e c t t o check, t h a t 

10 t h e r e a re 76 members? 

11 A. Yes, I would. By t h a t I meant major 

12 u t i l i t i e s . 

13 Q. How do you d e f i n e major u t i l i t i e s ? 

14 A. T r a d i t i o n a l i n t e g r a t e d u t i l i t i e s s e r v i n g 

15 c a p t i v e customers. 

16 JUDGE RAINEY: I'm s o r r y . Dr. B o h i . Y o u ' l l 

17 have t o keep your v o i c e up. 

18 A. T r a d i t i o n a l i n t e g r a t e d u t i l i t i e s s e r v i n g 

19 c a p t i v e customers. 

2 0 BY MR. BONNEY: 

21 Q. Are you i n c l u d i n g o n l y t h o s e u t i l i t i e s 

2 2 t h a t a re l o c a t e d w i t h i n t h e PJM t e r r i t o r y w i t h i n t h a t 

2 3 s i x t o e i g h t , o r are you i n c l u d i n g u t i l i t i e s --

24 A. You asked f o r members, so I was r e s p o n d i n g 

25 t o t h a t . 
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1 Q. Please t u r n t o Page 11, L i n e 15, o f your 

2 r e b u t t a l . 

3 A . I ' m s o r r y . Which page? 

4 Q. Page 11 o f your r e b u t t a l . L i n e 15, I 

5 b e l i e v e i t i s . You c i t e a 14.5-percent gas p r i c e 

6 f i g u r e t h e r e . Do you see t h a t ? 

7 A. Yes, I do. 

8 Q. How d i d you c a l c u l a t e t h a t ? 

9 A. I c a l c u l a t e d t h a t as t h e p e r c e n t a g e 

10 d i f f e r e n c e , p e r c e n t a g e i n c r e a s e f r o m 2000 t o 2020 i n 

11 t h e w e l l h e a d p r i c e . 

12 Q. What c a l c u l a t i o n d i d you do? Did you t a k e 

13 t h e 2000 year" p r o j e c t i o n s e t f o r t h i n t h e EIA 

14 f o r e c a s t and compare i t t o t h e 2010 f o r e c a s t f o r t h e 

15 w e l l h e a d p r i c e ? 

16 A. And t h e n d i v i d e d by t h e 2.000, yes. 

17 Q. I s t h a t an i n d i c a t i o n o f r e a l growth? 

18 A. Yes. The p r i c e f o r e c a s t s are i n r e a l 

19 terms, so i t would be change. I t ' s not a g r o w t h r a t e 

20 i n t h e sense o f an annual change. 

21 Q. Now, t h e 58-percent f i g u r e t h a t you 

22 c a l c u l a t e two l i n e s l a t e r , t h a t ' s a n o m i n a l 

23 p e r c e n t a g e ; c o r r e c t ? I n o t h e r words, i t i n c l u d e s 

2 4 b o t h r e a l g r o w t h and i n f l a t i o n . 

25 A. That i s t h e number used by Dr. Hieronymus. 
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1 

2 

3 

4 

5 

6 

7 
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9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Y o u ' l l have t o ask him what i t i n c l u d e s . 

Q. So you're not sure whether i t ' s r e a l o r 

nominal? 

A. I would expect him t o f o c u s on r e a l terms. 

I t ' s s i l l y t o t r y t o f o r e c a s t i n f l a t i o n . So, i f I 

were t o guess, I would say i t would be a r e a l 

f o r e c a s t . 

Q. But you're guessing? 

A. That's r i g h t . 

Q. Please t u r n t o Page 5 o f y o u r r e b u t t a l . 

At L i n e s 11 t o 16, you d i s c u s s why e x i s t i n g market 

p r i c e s are n o t c o m p e t i t i v e market p r i c e s i n y o u r 

o p i n i o n . 

A. Yes. 

Q. I n p a r t i c u l a r , a t L i n e 13 you use t h e term 

" u n t i l t h e day a r r i v e s , " and t h e n you c o n t i n u e . Do 

you see t h a t ? 

A. Yes. 

Q. When do you expect t h a t day t o a r r i v e ? 

A. W e l l , I imagine i t w i l l v a r y by s t a t e and 

r e g i o n o f t h e c o u n t r y . 

Q. How about f o r Pennsylvania? 

A. I have no s p e c i f i c e s t i m a t e o f t h a t d a t e . 

Q. I t might be 2003? 

A. I t c o u l d be, o r i t c o u l d be much e a r l i e r . 
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Q But you don't have a s p e c i f i c d ate --1 

2 A. No, I do n o t . 

3 Q. -- i n mind? 

4 A. No. 

5 Q. Are you s a y i n g here t h a t as l o n g as 

6 u t i l i t i e s i n s u r r o u n d i n g s t a t e s t h a t s e l l i n t o t h e 

7 PJM area have not moved t o r e t a i l c o m p e t i t i o n t h a t 

8 t h a t day has not y e t a r r i v e d and t h a t t h e market 

9 p r i c e w i l l be depressed? 

10 A. No, I do not say t h a t . 

11 Q. But would you agree w i t h t h a t s t a t e m e n t ? 

12 A. Not n e c e s s a r i l y , no. 

13 Q. And why i s t h a t ? 

14 A. I t ' s a vague s t a t e m e n t about what's 

15 happening i n areas n e i g h b o r i n g t h e PECO t e r r i t o r y . A 

16 l o t o f u n c e r t a i n t y , openness i n t h a t q u e s t i o n . 

17 Q. I n the w h o l e s a l e market t h a t serves t h e 

18 PECO t e r r i t o r y , how broad g e o g r a p h i c a l l y i s t h a t ? I n 

19 o t h e r words, from how f a r do s e l l e r s s e l l ? I s i t 

2 0 j u s t g e n e r a t i o n p l a n t s l o c a t e d w i t h i n t h e PECO 

21 t e r r i t o r y , o r are s a l e s made from u n i t s o u t s i d e o f 

22 t h e t e r r i t o r y ? 

23 A. By t e r r i t o r y , do you mean t h e r e t a i l 

24 t e r r i t o r y ? 

2 5 Q. Yes. Thank you. 
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1 A. Yes, I would say i t was from o u t s i d e o f 

2 t h a t t e r r i t o r y . 

3 Q. Would you agree t h a t t h e r e are a number o f 

4 f i r m s t h a t p a r t i c i p a t e i n t h a t w h o l e s a l e market t h a t 

'5 have n o t y e t unbundled t h e i r s e r v i c e s ? 

6 A. Yes. 

7 Q. And p r o b a b l y won't unbundle t h e i r s e r v i c e s 

8 f o r a few years? 

9 A. That's p o s s i b l e . 

10 Q. I n your view, a c t u a l t r a n s a e t i o n p r i c e s i n 

11 PJM are i r r e l e v a n t t o t h e q u e s t i o n o f d e t e r m i n i n g t h e 

12 a p p r o p r i a t e g e n e r a t i o n cap o r c r e d i t i n t h i s 

13 p r o c e e d i n g . I s t h a t a f a i r c h a r a c t e r i z a t i o n o f your 

14 t e s t i m o n y ? 

15 A. They're a poor c h o i c e among a l t e r n a t i v e s . 

16 Q. Have you r e v i e w e d t h e t e s t imony o f 

17 Witnesses H u l l and Douglas t h a t were sponsored by, 

18 among o t h e r p a r t i e s , ENRON i n t h i s p r o c e e d i n g ? 

19 A. No, I have n o t . 

20 Q. Please l o o k a t Page 7 o f your r e b u t t a l . 

21 Q. I s i t y o u r t e s t i m o n y here t h a t t h e 

22 customer p a r t i c i p a t i o n c r e d i t t h a t t h i s Commission 

23 imposed i n t h e P e n n s y l v a n i a p i l o t s pushes g e n e r a t i o n 

2 4 p r i c e s downward? 

25 A. From t h e p o i n t o f view o f t h e customer, 
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1 ye s . 

2 Q. Do y o u know w h e t h e r ENRON a r g u e d a g a i n s t 

3 o r i n f a v o r o f t h o s e c r e d i t s i n t h e p i l o t ? 

4 A. No, I do n o t . 

5 Q. Based on t h e e f f e c t t h a t i t has h e r e , t h e 

6 downward p r e s s u r e on p r i c e s , w o u l d y o u e x p e c t t h a t 

7 t h e y w o u l d o r w o u l d y o u recommend t h a t t h e y a r g u e i n 

8 f a v o r o r a g a i n s t s u c h c r e d i t s ? 

9 A. Would y o u p l e a s e r e p e a t t h e q u e s t i o n . 

10 MR. BONNEY: C o u l d I have i t r e a d b a c k . 

11 ( I n d i c a t e d q u e s t i o n r e a d b y c o u r t r e p o r t e r . ) 

12 A. I t ' s a v e r y vague q u e s t i o n . I c o u l d n o t 

13 base a r e c o m m e n d a t i o n on t h e p r e m i s e o f t h e q u e s t i o n . 

14 BY MR. BONNEY: 

15 Q. A t L i n e 18 y o u s t a t e t h a t " p r i c e s o f 

16 e l e c t r i c i t y s o l d i n t o t h e p i l o t can a c t u a l l y be b e l o w 

17 t h e c o s t o f e n e r g y . " To y o u r k n o w l e d g e , has ENRON 

18 s o l d e l e c t r i c i t y i n t o t h e p i l o t a t p r i c e s b e l o w i t s 

19 c o s t o f e n e r g y ? 

20 A. T h i s i s ' n o t a s t a t e m e n t f r o m t h e 

21 p e r s p e c t i v e o f t h e s e l l e r . T h i s i s a s t a t e m e n t t h a t 

22 p e r t a i n s t o t h e p e r s p e c t i v e o f t h e b u y e r . 

23 Q. B u t t h e r e has t o be a s e l l e r t o make t h e 

24 s a l e ; c o r r e c t ? 

25 A. W e l l , y e s . B u t t h e s a l e p r i c e c o u l d be 
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1 h i g h e r t h a n t h e p r i c e o f energy b u t s t i l l appear t o 

2 be low e r t h a n t he p r i c e o f energy t o t h e consumer. 

3 Q. So one p r i c e -- Oh, because o f t h e 

4 p a r t i c i p a t i o n c r e d i t ? 

5 A. Because o f t h e p a r t i c i p a t i o n c r e d i t . 

6 Q. Do you expe c t , t h e n , t h a t ENRON and o t h e r 

7 s u p p l i e r s w i l 1 charge more f o r e l e c t r i c i t y when 

8 c o m p e t i t i o n u n f o l d s i n Pe n n s y l v a n i a i n 1999 and i t , s 

9 p a r t i c i p a t i o n c r e d i t i s removed? By more, I mean 

10 more t h a n t h e y ' r e c h a r g i n g i n t h e p i l o t . 

11 A. B e t t e r a s k t h a t a g a i n . 

12 Q. Would you expect t h a t ENRON and o t h e r 

13 s u p p l i e r s w i l l charge more t h a n t h e y have been o r 

14 w i l l charge i n t h e p i l o t f o r e l e c t r i c i t y when 

15 c o m p e t i t i o n u n f o l d s i n 1999? 

16 A. I don't see t h e p i l o t as b e i n g r e l a t e d t o 

17 a c o m p e t i t i v e market. I t ' s a d m i n i s t r a t i v e l y 

18 d e t e r m i n e d p r i c e s . I t p e r t a i n s t o a s m a l l subset o f 

19 consumers. So I'm n o t sure what you mean by t h i s 

2 0 c o n n e c t i o n between t h e c o m p e t i t i v e market and t h e 

21 p i l o t . 

22 Q. I'm not t r y i n g t o make a c o n n e c t i o n . I'm 

23 j u s t a s k i n g i f you t h i n k p r i c e s w i l l be h i g h e r when 

24 t h e p a r t i c i p a t i o n c r e d i t f r o m t h e p i l o t i s removed. 

25 W i l l s u p p l i e r s charge h i g h e r p r i c e s ? 
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1 A. May o r may n o t . I don't see t h e 

2 c o n n e c t i o n . The c r e d i t s have t o do w i t h t h e consumer 

3 and what p r i c e s t h e consumers pay f o r e l e c t r i c i t y . 

4 Your q u e s t i o n had t o do w i t h s e l l e r s . 

5 Q. J u s t t o be c l e a r , y o u r t e s t i m o n y i s t h a t 

6 t h e customer p a r t i c i p a t i o n c r e d i t doesn't a f f e c t what 

7 s e l l e r s charge f o r e l e c t r i c i t y ? 

8 A. I t c o u l d , b u t i t would be i n d i r e c t t h r o u g h 

9 t h e e f f e c t on consumers and the l e v e l o f demand by 

10 consumers. I f i t were an open market t h a t p e r t a i n e d 

11 t o a l l customers i n which t h e r e was a s u b s i d y , one 

12 c o u l d imagine t h e l e v e l o f t h e s u b s i d y a f f e c t i n g 

13 demand, a f f e c t i n g t h e q u a n t i t y o f s a l e s and t h e r e f o r e 

14 a f f e c t i n g t h e s u p p l y s i d e . 

15 But t h i s i s a s m a l l s u b s e t , so I would 

16 guess t h a t t h e r e would be r e l a t i v e l y l i t t l e e f f e c t 

17 from t h e p a r t i c i p a t i o n c r e d i t t o t h e c o s t t o t h e 

18 g e n e r a t o r and t h e r e f o r e t h e p r i c e t h a t t h e g e n e r a t o r 

19 i s w i l l i n g t o s e l l a t . 

20 Q. Please t u r n t o Page 10, L i n e s 14 t o 15. 

21 Here you say t h a t , i f t h e market p r i c e i s lower t h a n 

22 l o n g - r u n m a r g i n a l c o s t s , compet i t i o n w i l l b i d down 

2 3 t h e p r i c e o f g e n e r a t i o n below t h e cap r a t e and 

24 consumers are no worse o f f . Do you see t h a t ? 

25 A. Yes. 
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1 Q. To e n j o y t h e lower market p r i c e t h a t 

2 you're r e f e r r i n g t o , under t h e ENRON p l a n customers 

3 must s w i t c h o f f o f d e f a u l t s e r v i c e ; i s t h a t t r u e ? 

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

5 MR. BONNEY: That's a l l I have. 

6 JUDGE RAINEY: Mr. Ryan. 

7 MR. RYAN: May I ask a c l a r i f y i n g q u e s t i o n ? 

8 JUDGE RAINEY: Sure. 

9 CROSS-EXAMINATION 

10 BY MR. RYAN: 

11 Q. I'm s t i l l a l i t t l e p u z z l e d , Dr. B o h i , about 

12 y o u r answer t o t h e q u e s t i o n Mr. Bonney asked you on 

13 Page 7, L i n e 14, where you make a comment about t h e 

14 customer p a r t i c i p a t i o n c r e d i t and say t h a t i t f u r t h e r 

15 b i a s e s downward p r i c e s f o r g e n e r a t i o n . Do you see 

16 where I'm t a l k i n g about? 

17 A. Yes, I do. 

18 Q. Now I want you t o focu s on t h e p e r s p e c t i v e 

19 o f an e l e c t r i c g e n e r a t i o n s u p p l i e r , whether i t ' s 

20 ENRON o r one o f t h e o t h e r new e n t r a n t s i n t o t h e 

21 market, f o r example. Given what you say t h e r e , would 

22 you t h i n k t h a t a new e n t r a n t i n t o t h i s new 

23 c o m p e t i t i v e market would be i n f a v o r o f a customer 

24 p a r t i c i p a t i o n c r e d i t or opposed t o i t , g i v e n t h e 

25 impact i t a p p a r e n t l y has on g e n e r a t i o n p r i c e s ? Would 
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t h e y s u p p o r t i t o r oppose i t ? 

A. I'm n o t su r e . You would have t o ask them. 

Q. What's i n t h e i r economic i n t e r e s t ? That's 

what I'm confuse d about. I f i t ' s d r i v i n g t h e p r i c e 

down, would t h a t be i n t h e i r i n t e r e s t ? 

A. I'm s o r r y . T h i s i s not d r i v i n g t h e p r i c e 

down from t h e s e l l e r ' s p o i n t o f view. T h i s i s 

d r i v i n g i t down from t h e consumer's p o i n t o f view. 

The consumer i s p a y i n g l e s s . The s e l l e r i s not 

r e c e i v i n g l e s s . 

Q. Who i s g e t t i n g t h e d i f f e r e n c e ? 

A. Who i s p a y i n g t h e d i f f e r e n c e ? 

Q. Yes. That's r i g h t . I'm s o r r y . 

A. My guess i s PECO would be p a y i n g t h e 

d i f f e r e n c e . 

MR. RYAN: That's a l l . Thank you. 

JUDGE RAINEY: Thank you. 

F u r t h e r c r o s s - e x a m i n a t i o n ? 

Mr. C l a r k . 

CROSS-EXAMINATION 

BY MR. CLARK: 

Q. Dr. Bo h i , my name i s Roger C l a r k . I'm 

coiansel f o r t h e e n v i r o n m e n t a l i s t s . 

On Page 14 o f yo u r d i r e c t t e s t imony, you 

address a F e d e r a l Communications Commission o r d e r 
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1 f r o m 1985. Do you see t h a t c i t e ? 

2 A. Page 14? 

3 Q. F o u r t e e n , t h e t o p of t h e page. 

4 A. Yes. 

5 Q. Do you know what problem t h a t F e d e r a l 

6 Communications Commission o r d e r was a t t e m p t i n g t o 

7 address? 

8 A. One o f t h e problems i t was t r y i n g t o 

9 address was t h e e n t r y o f c o m p e t i t i v e s u p p l i e r s i n t o 

10 t h e market and r e d i s t r i b u t i n g market share. 

11 Q. R e d i s t r i b u t i n g t h e market share o f t h e 

12 monopoly s u p p l i e r AT&T? 

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

14 Q. Do you know a t what p o i n t t h e F e d e r a l 

15 Communications Commission s a i d t h a t market share of 

16 AT&T was ex c e s s i v e ? 

17 A. At what p o i n t ? 

18 Q- Yes, a t what p e r c e n t a g e o f t h e market. 

19 What was t h e i r g o a l o f a l l o c a t i n g a d d i t i o n a l market 

2 0 share? 

21 A . I don't remember a s p e c i f i c number. 

22 Q. Do you remember, s u b j e c t t o check, t h a t 50 

23 p e r c e n t was t h e t r i g g e r p o i n t ? 

24 A. S u b j e c t t o check, yes. 

25 Q. D i d t h e F e d e r a l Communications Commission 
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1 a l l o c a t e t h o s e n o n - c h o o s i n g c u s t o m e r s t o a s i n g l e 

2 a l t e r n a t i v e c a r r i e r o r t o many c a r r i e r s ? 

3 A. A l t e r n a t i v e s . 

4 Q . I know. B u t was i t a s i n g l e o r - -

5 A. More t h a n one. 

6 Q. Do y o u know why t h e y d i d n ' t s i m p l y 

7 a l l o c a t e i t t o a s i n g l e a l t e r n a t i v e c a r r i e r ? 

8 A. W e l l , t h e i d e a was t o d i s t r i b u t e m a r k e t 

9 s h a r e . You a c h i e v e y o u r o b j e c t i v e more b y a l l o c a t i n g 

10 i t t o more t h a n one a l t e r n a t i v e s u p p l i e r . 

1 1 MR. CLARK: I have no f u r t h e r q u e s t i o n s , Y o u r 

12 Honor. 

13 JUDGE RAINEY: Any f u r t h e r c r o s s - e x a m i n a t i o n ? 

14 Mr. H e r s h e y . 

15 CROSS-EXAMINATION 

16 BY MR. HERSHEY: 

17 Q. Dr. B o h i , t h e f r o n t page o f y o u r t e s t i m o n y 

18 i n d i c a t e s t h a t y o u r t e s t i m o n y i s s u b m i t t e d c o n c e r n i n g 

19 t h e r e l a t i v e b e n e f i t s u n d e r t h e C h o i c e P l a n and t h e 

20 p a r t i a l s e t t l e m e n t ; i s n ' t t h a t r i g h t ? 

21 JUDGE RAINEY: Y o u ' r e r e f e r r i n g t o S t a t e m e n t 

22 Number 3-R, Mr. He r s h e y ? 

23 MR. HERSHEY: Yes. Thank y o u . 

2 4 A. Yes. 

25 BY MR. HERSHEY: 
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Q. B u t h a v i n g s a i d t h a t , y o u d o n ' t o f f e r any 

o p i n i o n w h e t h e r t h e r e ' s a l e g a l i m p e d i m e n t t o 

s e c u r i t i z a t i o n , do you? 

A. No, I do n o t . 

•Q. And y o u a l s o d o n ' t o f f e r any o p i n i o n 

c o n c e r n i n g w h e t h e r t h e PUC has t h e a u t h o r i t y t o o r d e r 

a d o p t i o n o f t h e v a r i o u s e l e m e n t s o f t h e ENRON 

p r o p o s a l , do you? 

A. No, I do n o t . 

MR. HERSHEY: Thank y o u . T h a t ' s a l l I h a v e . 

JUDGE RAINEY: Thank y o u . 

F u r t h e r c r o s s - e x a m i n a t i o n ? 

{No a u d i b l e r e s p o n s e . ) 

JUDGE RAINEY: R e d i r e c t . 

MR. MILLER: May I have a moment w i t h t h e 

w i t n e s s , Y o u r Honor? 

JUDGE RAINEY: Yes, Mr. M i l l e r . 

{Pause) 

MR. MILLER: We have no r e d i r e c t . 

JUDGE RAINEY: Thank y o u 

Mr. O l i v e r . 

You may s t a n d down 

BRUCE R. OLIVER, c a l l e d a s a w i t n e s s , b e i n g 

duly sworn, t e s t i f i e d as fol l o w s : 

JUDGE RAINEY: P r o v i d e y o u r f u l l name and 

b u s i n e s s a d d r e s s f o r t h e r e c o r d . 
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1 THE WITNESS: My name i s Bruce R i c h a r d O l i v e r 

2 My b u s i n e s s address i s 7103 L a k e t r e e D r i v e , F a i r f a x 

3 S t a t i o n , V i r g i n i a . 

4 JUDGE RAINEY: Mr. M i l l e r . 

5 MR. MILLER: Thank you. Your Honor. For t h e 

6 r e c o r d , Mr. O l i v e r i s s p o n s o r i n g ENRON Statement 

7 Number 2, which has E x h i b i t s A and B w i t h i t , and 

8 ENRON Statement Number 2-R, which has an E x h i b i t A 

9 w i t h i t . 

10 JUDGE RAINEY: So i d e n t i f i e d f o r t h e r e c o r d . 

11 Do you move f o r t h e a d m i s s i o n i n t o evidence? 

12 MR. MILLER: Mr. O l i v e r a l s o sponsored a 

13 r e v i s i o n t o e x h i b i t , which has been g i v e n t o t h e 

14 c o u r t r e p o r t e r . I t ' s a r e v i s e d E x h i b i t A t o h i s 

15 d i r e c t , w h ich i s Statement Number 2. 

16 At t h i s t i m e I would l i k e t o move i n t o 

17 evidence t h e s t a t e m e n t s and e x h i b i t s o f Mr. 0 1 i v e r . 

18 JUDGE RAINEY: Any o b j e c t i o n s ? 

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

20 JUDGE RAINEY: H e a r i n g none, so a d m i t t e d . 

21 (ENRON Statement 2, ENRON Statement 2-R, and 
Statement 2 Revised E x h i b i t A were marked and 

22 a d m i t t e d . ) 

2 3 MR. MILLER: Mr. O l i v e r i s a v a i l a b l e f o r 

2 4 c r o s s - e x a m i n a t i o n . 

25 THE WITNESS: I had c o r r e c t i o n s t o t h e update. 
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1 MR. MILLER: A p p a r e n t l y , Mr. O l i v e r has a 

2 c o r r e c t i o n t o h i s d i r e c t t e s t i m o n y . 

3 JUDGE RAINEY: Yes. He may p r o v i d e t h a t a t 

4 t h i s t i m e . 

5 THE WITNESS: To be c o n s i s t e n t w i t h t h e 

6 r e v i s e d s c h e d u l e , I need t o update some o f t h e 

7 numbers on Page 8 o f Statement 2. At L i n e 11 where 

8 i t says " a t l e a s t $843 m i l l i o n , " i t s h o u l d r e a d . a t 

9 l e a s t 767 m i l l i o n . 

10 A t L i n e l 8 , t h e t w o hundred t w e n t y , I 

11 b e l i e v e i t ' s e i g h t m i l l i o n s h o u l d be 200 m i l l i o n . 

12 On L i n e 20 t h e f i g u r e s 270 and 190 m i l l i o n 

13 s h o u l d be changed t o 24 6 and 173 m i l l i o n . 

14 JUDGE RAINEY: Thank you. 

15 I s t h e w i t n e s s a v a i l a b l e f o r c r o s s -

16 e x a m i n a t i o n , Mr. M i l l e r ? 

17 MR. MILLER: Yes. 

18 JUDGE RAINEY: C r o s s - e x a m i n a t i o n . Mr. Bonney. 

19 MR. BONNEY: Thank you, Your Honor. 

2 0 CROSS -EXAMINATION 

2 1 BY MR. BONNEY: 

22 Q. Good morning, Mr. O l i v e r . 

2 3 A. Good morning. 

2 4 Q . I ' m Paul Bonney, counsel f o r PECO Energy. 

25 A. N i c e t o m e e t you. 
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1 Q. You were not i n v o l v e d i n p r e p a r i n g t h e 

2 October 7 t h ENRON Choice P l a n ; i s t h a t c o r r e c t ? 

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

4 Q. I n f a c t , you were h i r e d a f t e r t h a t p l a n 

5 was f i l e d ; i s t h a t t r u e ? 

6 A. That's t r u e . 

7 Q. I n your o p i n i o n , e l e c t r i c g e n e r a t i o n 

8 s u p p l i e r s w i l l be a b l e t o u n d e r c u t t h e g e n e r a t i o n 

9 c r e d i t s t h a t ENRON has proposed; i s t h a t c o r r e c t ? 

10 A. Yes. 

11 Q. So, i f a customer i s p a y i n g --

12 A. I ' d l i k e t o j u s t expand on t h a t a l i t t l e 

13 b i t . From my p e r s p e c t i v e , I t h i n k t h e i s s u e o f 

14 u n d e r c u t t i n g p r i c e has been perhaps a l i t t l e t o o 

15 s i m p l y addressed i n t h i s p r o c e e d i n g . 

16 I've d e a l t and t a l k e d w i t h a number o f 

17 m a r k e t e r s , and most m a r k e t e r s come t o you w i t h 

18 o f f e r i n g s o f not a s i n g l e p r o d u c t b u t o f bu n d l e d 

19 s e r v i c e s . They may be o f f e r i n g you n o t j u s t e l e c t r i c 

20 b u t e l e c t r i c and gas, o r e l e c t r i c , gas, and o i l , o r 

21 e l e c t r i c and energy s e r v i c e s a c t i v i t i e s t h a t g i v e 

22 more d i m e n s i o n t o t h e o f f e r i n g s . Simply l o o k i n g a t a 

23 p e r - k i l o w a t t - h o u r p r i c e may n o t g i v e you t h e 

24 e f f e c t i v e p r i c e t o t h e consumer. 

25 We've l o n g t a l k e d i n t h e e l e c t r i c i n d u s t r y 
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1 a bout, p a r t i c u l a r l y , s m a l l e r consumers b u t many 

2 consumers l o o k i n g n o t so much a t t h e i n d i v i d u a l r a t e 

3 b u t a t t h e bot t o m l i n e . You may be o f f e r e d a p e r -

4 k i l o w a t t - h o u r charge, b u t t h e n t h a t k i l o w a t t - h o u r 

5 charge i s a l s o a f f e c t e d by t h e o t h e r elements o f t h e 

6 s e r v i c e t h a t you're o f f e r e d , whether i t ' s an 

7 e f f i c i e n c y improvement o r a n o t h e r p r o d u c t , n a t u r a l 

8 gas o r something l i k e t h a t , where t h e e f f e c t i v e p r i c e 

9 t o t h e consumer i s l e s s . 

10 So i t ' s r e a l h a r d t o say t h a t j u s t because 

11 t h e energy p r i c e i s a t a c e r t a i n l e v e l , t h e c o s t per 

12 k i l o w a t t hour, t h a t m a r k e t e r s w i l l n o t u n d e r c u t t h a t 

13 t h r o u g h o t h e r means. 

14 Q. So t h a t i f t h e market p r i c e f o r t h e 

15 commodity o f e l e c t r i c i t y were, say, t h e same as t h e 

16 g e n e r a t i o n c r e d i t , e l e c t r i c s u p p l i e r s would s t i l l 

17 have o p p o r t u n i t i e s t o a t t r a c t customers then? 

18 A. P o s s i b l y . 

19 Q. What's t h e source o f t h e s a l e s f i g u r e s 

20 t h a t you used i n your E x h i b i t A-R a t t a c h e d t o yo u r 

21 r e b u t t a l t e s t i m o n y ? 

22 A. I t was t h e base case l o a d g r o w t h s c e n a r i o 

23 f r o m t h e May 1997 Annual Resource P l a n n i n g Report 

24 t h a t was f i l e d by PECO. 

25 Q. Do you happen t o have a copy o f t h a t w i t h 
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1 y o u o r t h a t page t h a t y o u r e f e r e n c e d ? I d o n ' t , o r I 

2 w o u l d show i t t o y o u . 

3 A. I may. I'm n o t s u r e . 

4 Q. I do have a copy. I have a c o p y h e r e i f 

5 t h a t w o u l d h e l p y o u , o r do y o u have y o u r own copy , 

6 w h i c h e v e r i s e a s i e r f o r y o u . 

7 A. I b e l i e v e i t was a t t a c h e d t o a d a t a 

8 r e q u e s t r e s p o n s e . 

9 Q. Okay. I s t h e r e a s p e c i f i c page o f t h i s 

10 1997 PECO A n n u a l R e s o u r c e P l a n n i n g R e p o r t t h a t , y o u 

11 u s e d as t h e s o u r c e f o r t h e s a l e s f i g u r e s ? 

12 A. W e l l , t h e pages a r e n ' t numbered as s u c h . 

13 I t ' s p a r t o f A p p e n d i x A - l . The page I'm l o o k i n g a t 

14 i s l a b e l e d PECO E n e r g y , IRP E l e c t r i c , 1-A, H i s t o r i c a l 

15 and F o r e c a s t E n e r g y Demand G r o w t h , G i g a w a t t H o u r s , 

16 Load G r o w t h S c e n a r i o : Base. 

17 Q. Thank y o u . T h a t ' s a l l I had on t h a t 

18 p a r t i c u l a r p o i n t . 

19 Am I c o r r e c t t h a t y o u have n o t p e r f o r m e d 

2 0 any a n a l y s i s o f p r i c e s o r p r i c e p r o j e c t i o n s f o r 

2 1 w h o l e s a l e o r r e t a i l power w i t h i n PJM f o r p u r p o s e s o f 

22 t h i s case? 

23 A. T h a t ' s c o r r e c t . 

24 . Q. P l e a s e t u r n t o Page 8 o f y o u r r e b u t t a l 

25 t e s t i m o n y . L i n e s 8 t o 9. Here y o u s a y t h a t t h e 
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1 r e b u t t a l t e s t i m o n y o f Mr. Kean e x p l a i n s how t h e 

2 Commission c o u l d i n c r e a s e t h e l a t e r y e a r g e n e r a t i o n 

3 c r e d i t s . Could you p o i n t me t o a p a r t i c u l a r s e c t i o n 

4 o r page o f h i s t e s t i m o n y where he e x p l a i n s t h a t ? I 

5 c o u l d n ' t f i n d i t . T h i s i s n ' t a hunt, b u t 

6 A. I read h i s t e s t i m o n y . I know i t ' s t h e r e , 

7 b u t I d i d n ' t memorize t h e page. You have t o g i v e me 

8 a few m i n u t e s . 

9 Q. Again, j u s t t o be c l e a r , I c o u l d n ' t f i n d 

10 i t anywhere, so I was j u s t c o n f i r m i n g t h a t , i s r e a l l y 

11 what I wanted t o do. But I wanted t o g i v e you an 

12 o p p o r t u n i t y t o see i f i t i s s p e c i f i c a l l y addressed. 

13 A. I'm sure i t ' s -- I know i t ' s d i s c u s s e d i n 

14 g r e a t e r d e t a i l , b ut a t Page 5 s t a r t i n g a t L i n e 13, 

15 t h e r e ' s a P o i n t F t h e r e t h a t says, "As p a r t o f t h e 

16 a l t e r a t i v e r a t e s t r u c t u r i n g , e s t a b l i s h i n g i n c r e a s e d 

17 g e n e r a t i o n c r e d i t s t o address concerns about 

18 c o m p e t i t i o n i n t h e l a t e r y e a rs o f the Choice Plan and 

19 PECO's as' s e r t i o n t h a t ENRON'S o r i g i n a l o u t - y e a r 

20 g e n e r a t i o n c r e d i t s would j e o p a r d i z e i t s ' f i n a n c i a l 

21 i n t e g r i t y . ' " 

22 So I know i t ' s t h e r e . The r e s t o f t h e 

23 d i s c u s s i o n I'm sure i s i n t h e r e , b u t I ca n ' t g i v e you 

24 a page o f f h a n d . I f you want me t o t a k e t h e t i m e , I 

25 c o u l d f i n d i t . 
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1 Q. I c o u l d n ' t f i n d i t . That was t h e e x t e n t 

2 o f t h e d i s c u s s i o n t h a t I saw. Again, I don't mean t o 

3 t a k e t o o much t i m e . 

4 I was g o i n g t o ask you. I s n ' t i t t r u e t h a t 

5 no ENRON w i t n e s s e x p l a i n s t h e d e r i v a t i o n of 

6 g e n e r a t i o n c r e d i t s t h a t ENRON proposes, i f you know? 

7 I don't mean t o make you t a k e t h e t i m e t o go t h r o u g h 

8 h i s t e s t i m o n y . 

9 JUDGE RAINEY: Do you want t o t a k e t i m e d u r i n g 

10 a br e a k , Mr. O l i v e r , t o l o o k t h r o u g h t h a t ? 

11 MR. BONNEY: I f he knows o r n o t . I don't --

12 A. I don't t h i n k I c o u l d say w i t h c e r t a i n t y 

13 t h a t no ENRON witnes's addresses i t . I n f a c t , i t ' s my 

14 u n d e r s t a n d i n g t h a t i t had been addressed. 

15 BY MR. BONNEY: 

16 Q. Perhaps i f d u r i n g t h e break you c o u l d 

17 i d e n t i f y t h a t , t h a t would be u s e f u l , b ut I don't want 

18 t o b e l a b o r t h e i s s u e . Thank you. 

19 Please r e f e r t o Page 8 o f yo u r r e b u t t a l 

20 t e s t i m o n y , L i n e s 14 t o 15. Here you say t h a t t h e 

21 p r o v i s i o n s o f the p a r t i a l s e t t l e m e n t r e q u i r e t h a t . 

22 p r o v i d e r - o f - l a s t - r e s o r t customers always r e c e i v e t h e 

23 l o w e r o f t h e market p r i c e o r t h e g e n e r a t i o n c r e d i t s . 

24 I s i t your t e s t i m o n y t h a t from a consumer p e r s p e c t i v e 

25 f o r customers t o be assured t h a t t h e y w i l l r e c e i v e 
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1 t h e l o w e r o f t h e market p r i c e o r t h e g e n e r a t i o n 

2 c r e d i t i s a bad t h i n g o r something t o be avoided? 

3 A. I n the l o n g r u n , yes. 

4 Q. Why i s t h a t ? 

5 A: Because I b e l i e v e t h a t r e a l l y t h w a r t s any 

6 a b i l i t y t o c r e a t e c o m p e t i t i o n . I f customers can 

7 o b t a i n a market p r i c e w i t h o u t shopping around, 

8 w i t h o u t h a v i n g t o open t h e i r p e r s p e c t i v e s t o c o n s i d e r 

9 o t h e r p o t e n t i a l s u p p l i e r s , even though i t may no t be 

10 t h e f u l l b e n e f i t t h a t a l t e r n a t i v e m a r k e t e r s might 

11 p r o v i d e , t h e f a c t t h a t t h e y are g i v i n g t h e i n d i c a t i o n 

12 t h r o u g h the s t r u c t u r e o f the p l a n and t h e way t h a t 

13 may be a d v e r t i s e d t h a t t h e y are g e t t i n g a market 

14 p r i c e , cus tomers may be d i scouraged from l o o k i n g 

15 e lsewhere. 

16 Q. I s i t b e t t e r , i n your view, f o r customers 

17 t o be charged a h i g h e r g e n e r a t i o n c r e d i t so t h a t 

18 t h e y ' r e encouraged t o go i n t o t h e market t o o b t a i n a 

19 l o w e r market p r i c e ? 

20 A. The p l a n s , b o t h t h e PECO p l a n and t h e 

21 ENRON p l a n , p r o v i d e lower o v e r a l l r a t e s . Whether 

2 2 th o s e r e d u c t i o n s are i n g e n e r a t i o n c r e d i t s o r i n 

23 T & D charges or somewhere e l s e i s somewhat semantic 

2 4 t o t h e b o t t o m l i n e impact on t h e consumer. No 

25 consumer w i l l be worse o f f under t h e ENRON p l a n . 
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1 I n s t i r i i c t u r i n g t h e components such t h a t 

2 you p r o v i d e f u r t h e r encouragement f o r customers t o 

3 i n v e s t i g a t e and s e r i o u s l y c o n s i d e r c o m p e t i t i v e 

4 a l t e r n a t i v e s i s t h e o n l y way t h a t you're g o i n g t o 

5 c r e a t e a v i a b l e c o m p e t i t i v e market i n t h e l o n g r u n . 

6 I f customers can g e t t h e same t h i n g 

7 s t a y i n g where t h e y are w i t h o u t l o o k i n g a t a n y t h i n g 

8 e l s e , why s h o u l d anybody move t o c o m p e t i t i v e 

9 s u p p l i e r s ? That's e s s e n t i a l l y what t h e p a r t i a l 

10 s e t t l e m e n t does. I t says, Stay where you a r e ; you'11 

11 g e t a l l t h e b e n e f i t s . 

12 But t h e b e n e f i t s o f c o m p e t i t i o n are o n l y 

13 d e r i v e d i n t h e l o n g r u n i f you ac h i e v e c o m p e t i t i o n . 

14 I f you have a p l a n where everybody s t a y s where t h e y 

15 a r e , you t h e n d i scourage t h e e n t r y o f compet i t o r s , 

16 and a t t h e end o f t h e p l a n , t h e r e ' s nobody t h e r e t o 

17 p i c k up t h e l o a d . 

18 Q. One o f t h e ways t h a t you propose o r t h a t 

19 ENRON proposes t h a t c o m p e t i t i o n be encouraged i s t o 

20 charge h i g h e r g e n e r a t i o n c r e d i t s , as compared t o the 

21 p a r t i a l s e t t l e m e n t ? 

22 A. That's c o r r e c t , p a r t i c u l a r l y i n t h e e a r l y 

23 y e a r s . 

24 Q. P l e a s e l o o k a t Page 9 o f your r e b u t t a l , 

25 L i n e s 12 t o 13. How does t h e p a r t i a l s e t t l e m e n t 
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1 l i m i t customers' access t o e f f i c i e n c y - b a s e d s a v i n g s ? 

2 A. I t was as I was e x p l a i n i n g j u s t a few 

3 minut e s ago. I f customers p e r c e i v e t h a t t h e y ' r e 

4 g e t t i n g a market p r i c e w i t h o u t i n v e s t i g a t i n g 

5 a l t e r n a t i v e s , as Mr. H i l l s a i d , w i t h o u t shopping 

6 around, t h e n t h e y ' r e o n l y s e e i n g t h e c e n t s - p e r -

7 k i l o w a t t - h o u r e f f e c t t h a t t h e y can g e t . They're n ot 

8 s e e i n g t h e o t h e r a s s o c i a t e d b e n e f i t s t h a t t h e y might 

9 be o f f e r e d i n the m a r k e t p l a c e . 

10 Q. I f you were a demand s i d e management o r an 

11 e f f i c i e n c y i n v e s t m e n t s u p p l i e r , would i t be h a r d e r 

12 f o r you t o s e l l t h a t s e r v i c e t o a customer under t h e 

13 p a r t i a l s e t t l e m e n t t h a n i t would be under t h e ENRON 

14 p l a n , and i f so, why? 

15 A. I t h i n k i t would be, and I t h i n k i t ' s j u s t 

16 as I have e x p l a i n e d . Under the ENRON p l a n , t h e r e i s 

17 an i n c e n t i v e f o r customers t o l o o k a t o t h e r market 

18 a l t e r n a t i v e s . Under t h e PECO p l a n , p e o ple are v e r y 

19 c o m f o r t a b l e s t a y i n g where t h e y a r e . 

20 Q. That i n c e n t i v e i s h i g h e r g e n e r a t i o n 

21 c r e d i t s ? 

22 A. The i n c e n t i v e i s the d i f f e r e n c e between 

2 3 t h e g e n e r a t i o n c r e d i t s under t h e two p l a n s . 

24 Q. And t h e y are h i g h e r under t h e ENRON p l a n ; 

25 c o r r e c t ? 
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1 A. Yes: 

2 Q. I n your a n a l y s i s o f t h e c o s t s and v a l u e o f 

3 t h e p a r t i a l s e t t l e m e n t and t h e ENRON p l a n , where and 

4 how have you f a c t o r e d i n t h e c o s t o f PECO's 

5 concessions? 

6 A. W e l l , t h e y ' r e a t v a r i o u s s t a g e s o f t h e 

7 a n a l y s i s . I f you l o o k a t my d i s c u s s i o n o f t h a t , I 

8 address Mr. H i l l ' s r e p r e s e n t a t i o n o f a -- t h e 

9 p e r c e p t i o n o f a balance between t h e c o s t s and 

10 bene f i t s , t h e c o s t s and c o s t r e c o v e r i e s - - l e t ' s p u t i t 

11 t h a t way-- i n which he i n c l u d e s those c o s t s , and t h e n 

12 I show t h e e f f e c t s o f removing t h o s e . 

13 I t ' s n o t a t a l l c l e a r , based on my r e a d i n g 

14 o f t h e a c t , t h a t PECO i s e n t i t l e d t o r e c o v e r t h o s e 

15 c o s t s t h r o u g h s t r a n d e d c o s t r e c o v e r y . 

16 Q. So you've removed them from y o u r 

17 c a l c u l a t i o n s ? 

18 A. No. No. I l e f t them i n t h e r e , and I've 

19 t a l k e d about s c e n a r i o s . One s c e n a r i o would i n c l u d e 

20 t h e i r r emoval. 

21 However, as I p o i n t o u t t o w a r d t h e end o f 

22 t h a t d i s c u s s i o n , bottom l i n e , when you c o n s i d e r a l l 

2 3 t h e asp e c t s o f t h e p o t e n t i a l f o r o v e r - r e c o v e r y by 

24 PECO, whether or not t h e y get r e c o v e r y o f those c o s t s 

25 t h r o u g h t h e CTCs i s p r o b a b l y not t h e d r i v i n g 
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1 d e t e r m i n a n t as t o whether PECO over c o l l e c t s . PECO's 

2 o v e r - c o l l e c t i o n j u s t s i m p l y t h r o u g h e x p e c t e d l o a d 

3 g r o w t h way overwhelms t h e c o s t o f those c o n c e s s i o n s . 

4 Q. How much d i d you a t t r i b u t e i n y o u r 

5 a n a l y s i s f o r t h e c o s t o f expanded u n i v e r s a l s e r v i c e ? 

6 A. I accepte d whatever Mr. H i l l had i n h i s 

7 e x h i b i t . I b e l i e v e i t was TPH-35. I d i d n o t t r y t o 

8 r e c a l c u l a t e what those c o s t s were. 

9 Q. L e t ' s l o o k f o r a minute a t t h e r a t e 

10 r e d u c t i o n s t h a t PECO agreed t o i n t h e p a r t i a l 

11 s e t t l e m e n t from September t o December o f 1998. 

12 A. The e a r l y r a t e r e d u c t i o n s ? 

13 Q. E a r l y r a t e r e d u c t i o n s . I'm n o t l o o k i n g 

14 f o r a l e g a l o p i n i o n . But do you know whether t h e 

15 C o m p e t i t i o n Act p r o v i d e s t h e Commission w i t h t h e 

16 a u t h o r i t y t o o r d e r t h i s f o u r - m o n t h r a t e r e d u c t i o n i n 

17 1998? 

18 A. My r e c o l l e c t i o n o f t h e C o m p e t i t i o n Act i s 

19 i t does n o t d i r e c t t h e Commission t o o r d e r an e a r l y 

2 0 r a t e r e d u c t i o n . That's n o t a t y p i c a l p r o v i s i o n o f 

21 t h a t k i n d o f l e g i s l a t i o n t o b e g i n w i t h . I t would be 

22 d i f f e r e n t f o r the t i m e o f each u t i l i t y . T h i s was 

23 something t h a t was n e g o t i a t e d . 

24 Q. Would you agree t h a t a 10-p e r c e n t f o u r -

25 month r a t e r e d u c t i o n i n 1998 w i l l c o s t PECO $115 
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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 

mi11 ion? 

A. I haven't v e r i f i e d t h a t number, b u t I 

accept i t s u b j e c t t o check. 

Q. And t h a t a 20-percent f o u r - m o n t h r a t e 

r e d u c t i o n w i l l c o s t PECO t w i c e t h a t , o r 230 m i l l i o n , 

i f you would accept t h a t subj e c t t o check? 

A. I would accept i t s u b j e c t t o check. 

Q. ENRON'S Choice Plan p r o v i d e s no r e c o v e r y 

o f t h a t 230 m i l l i o n ; i s t h a t c o r r e c t ? 

A. ENRON's Choice Plan p r o v i d e s no r e c o v e r y 

of t h a t f o r t he company, o t h e r t h a n t h e o t h e r 

b e n e f i t s t h a t are a l r e a d y b u i l t i n t o i t . 

Q. The 2 0- p e r c e n t f o u r - m o n t h r a t e r e d u e t i o n 

r e s u l t s i n no l o s s o r c o s t f o r ENRON; i s t h a t t r u e ? 

A. I t h i n k t h e r e ' s a d e f i n i t e c o s t t o ENRON. 

Q. And what i s t h a t ? 

A. I t ' s d o l l a r s t h a t c o u l d have been 

c o l l e c t e d i f t h e y had o f f e r e d a l e s s e r r a t e 

r e d u c t i o n . 

Q. D o l l a r s t h a t c o u l d have been c o l l e c t e d by 

whom? 

A. By ENRON, t h e d e f a u l t s u p p l i e r , whoever 

t h a t i s . 

Q. I n 1998? 

A. I'm s o r r y . Maybe I d i d n ' t hear t h e 
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1 q u e s t i o n . 

2 Q. I'm t a l k i n g and t h i s e n t i r e s e t o f 

3 q u e s t i o n s i s about t h e r a t e r e d u c t i o n i n 1998. 

4 A. R i g h t . 

5 Q. I s n ' t i t t r u e t h a t t h e 2 0-percent f o u r -

6 month r a t e r e d u c t i o n r e s u l t s i n no l o s s f o r ENRON, 

7 t h e 1998 r a t e r e d u c t i o n ? I t d i d n ' t c o s t ENRON a 

8 t h i n g t o o f f e r t h a t ; d i d i t ? 

9 A. I d i s a g r e e w i t h t h a t . I t c e r t a i n l y does 

10 c o s t ENRON something t o o f f e r t h a t r e d u c t i o n . 

11 Q. What i s t h a t 'cost? 

12 A. I t ' s 10 p e r c e n t . 

13 Q. I s i t a l o s s i n ENRON'S revenues d u r i n g 

14 tho s e f o u r months o r PECO's revenues? 

15 A. My u n d e r s t a n d i n g i s i t i s a l o s s i n 

16 ENRON's revenues. 

17 Q. I t ' s y o u r u n d e r s t a n d i n g t h a t d u r i n g 1998 

18 ENRON i s g o i n g t o be s u p p l y i n g customers under t h e 

19 p l a n s t h a t have been put f o r t h ? 

20 A. My u n d e r s t a n d i n g i s t h a t ENRON would be 

21 a b s o r b i n g t h a t d i f f e r e n c e . 

22 Q. How? 

23 A. That ENRON would be g e t t i n g l e s s o f t h e 

2 4 d o l l a r s f r o m t h e p l a n . 

25 Q. How, m e c h a n i c a l l y ? 
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1 A. I'm a f r a i d I haven't i n v e s t i g a t e d t h a t 

2 d e t a i l . 

3 Q. I n f a c t , ENRON buys power from PECO and 

4 r e s e l l s i t a t the same p r i c e under t he p l a n ; c o r r e c t ? 

5 A. G e n e r a t i o n , t h a t ' s c o r r e c t . 

6 Q. So i t doesn't i n c u r any c o s t f o r t h a t s a l e 

7 o f power; i s n ' t t h a t t r u e ? I t makes no p r o f i t and 

8 i n c u r s no c o s t on a n e t b a s i s ; i s n ' t t h a t c o r r e c t ? 

9 A. W e l l , t h a t ' s n o t q u i t e t r u e . Anytime you 

10 engage i n a t r a n s a c t i o n , even i f i t ' s a paper 

11 t r a n s a c t i o n , you i n c u r some i n c r e m e n t a l c o s t s , which 

12 my u n d e r s t a n d i n g i s ENRON i s n o t a s k i n g f o r r e c o v e r y . 

13 Q. You're t a l k i n g about t h e l a w y e r s ' t i m e t o 

14 n e g o t i a t e t h e c o n t r a c t , t h a t t y p e o f t h i n g , t h o s e 

15 t r a n s a c t i o n c o s t s ? 

16 A. J u s t a c c o u n t i n g and r e c o r d i n g o f t h e 

17 e f f e c t o f net d o l l a r s . 

18 Q. What v a l u e i s ENRON p r o v i d i n g under t h e 

19 Choice Plan t h a t i t c o u l d not o f f e r t o customers as a 

20 g e n e r a t i o n s u p p l i e r under t he p a r t i a l s e t t l e m e n t , i f , 

21 i n d e e d , i t ' s c o s t i n g ENRON t o s u p p l y customers a t a 

22 d i s c o u n t ? Why c o u l d n ' t i t j u s t o f f e r t h a t d i s c o u n t 

23 as a g e n e r a t i o n s u p p l i e r ? 

2 4 A. The r e a l v a l u e ENRON i s p r o v i d i n g i s a 

25 more c o m p e t i t i v e m a r k e t p l a c e . 
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1 Q. So i t o o u l d o f f e r t h a t as a g e n e r a t i o n 

2 s u p p l i e r ? 

3 A. You do n o t get t h e same e f f e c t j u s t coming 

4 i n as a t h i r d - p a r t y s u p p l i e r as you do c r e a t i n g a new 

5 d e f a u l t a l t e r n a t i v e and i n t r o d u c i n g much more v i v i d l y 

6 t o consumers t he concept t h a t t h e r e i s a c h o i c e o ut 

7 t h e r e . 

8 Even i f i n i t i a l l y i t ' s o n l y PECO and 

9 ENRON, t h e v e r y f a c t t h a t you now have a second v e r y 

10 v i s i b l e p a r t i c i p a n t i n t h e m a r k e t p l a c e w i l l t r i g g e r 

11 many consumers t o say, W e l l , i s t h e r e a t h i r d ? But 

12 i f you o n l y have t h e one, t h e l i k e l i h o o d t h a t p e o p le 

13 a re g o i n g t o even s t a r t a s k i n g those q u e s t i o n s goes 

14 down. 

15 MR. BONNEY: That's a l l I have. Your Honor. 

16 Thank you. 

17 JUDGE RAINEY: F u r t h e r c r o s s - e x a m i n a t i o n ? 

18 Mr. Hershey. 

19 CROSS-EXAMINATION 

2 0 BY MR. HERSHEY: 

2'1 Q. Welcome back t o P h i l a d e l p h i a , Mr. O l i v e r . 

22 A. Nice t o be back. 

23 Q. You i n d i c a t e t h a t you t e s t i f i e d c o n c e r n i n g 

24 t h e r e l a t i v e b e n e f i t s under t h e Choice Plan and t h e 

25 p a r t i a l s e t t l e m e n t . I'm c o r r e c t , am I n o t , t h a t 
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1 y ou're n o t o f f e r i n g any o p i n i o n c o n c e r n i n g p o s s i b l e 

2 l e g a l impediments t o s e c u r i t i z a t i o n ? 

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

4 Q. And you're not o f f e r i n g an o p i n i o n whether 

5 t h e PUC has t h e a u t h o r i t y t o o r d e r a d o p t i o n o f t h e 

6 v a r i o u s elements o f t h e ENRON c h o i c e ; i s t h a t r i g h t ? 

7 A. I'm o f f e r i n g no such o p i n i o n . 

8 Q . I would l i k e t o pursue a c o u p l e areas t h a t 

9 you touched on i n response t o Mr. Bonney's q u e s t i o n s . 

10 You i n d i c a t e d t h a t i n t h i s p r o c e e d i n g t h e r e ' s t o o 

11 much emphasis on p r i c e . Do you r e c a l l t h a t 

12 c o n v e r s a t ion? 

13 A. I do. 

14 Q. You i n d i c a t e d t h a t w i t h t h e coming o f 

15 c o m p e t i t i o n w e ' l l get more bundled s e r v i c e s , 

16 i n c l u d i n g v a r i o u s s p e c i f i c energy s e r v i c e s . Do you 

17 r e c a l l t h a t ? 

18 A. Yes, I do. I would a l s o l i k e t o p o i n t 

19 o u t , when you t a l k p r i c e i n a c o m p e t i t i v e market, 

20 y o u ' r e not t a l k i n g a s i m p l e k i l o w a t t - hour p r i c e as 

21 consumers c u r r e n t l y have. Every t i m e t h e y want t o 

2 2 consume i n c r e m e n t a l k i l o w a t t hours t h e y can l o o k a t a 

23 r a t e schedule and know what t h e y ' r e p a y i n g f o r i t . 

24 But you may be t a l k i n g about and I know 

25 t h a t you w i l l be t a l k i n g about c o m p e t i t i v e s u p p l i e r s 
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1 coming i n o f f e r i n g s e r v i c e s f o r p e r i o d s o f t i m e which 

2 may v a r y as w e l l . So i t may be a p r i c e t h a t ' s l o c k e d 

3 i n . I t may be a p r i c e t h a t ' s t i e d t o an i n d e x . 

4 The whole measure o f p r i c e becomes a much 

5 more complex u n d e r t a k i n g , and you can have one 

6 c o m p e t i t i v e s u p p l i e r o f f e r i n g an i n d e x e d r a t e and 

7 a n o t h e r c o m p e t i t i v e s u p p l i e r o f f e r i n g a t h r e e - y e a r 

8 f i x e d r a t e and somebody e l s e o f f e r i n g something i n 

9 between w i t h energy s e r v i c e s t i e d i n t o i t o r o t h e r 

10 t y p e s o f s e r v i c e s t i e d i n . And t h a t ' s a l l p a r t o f 

11 t h e c o m p e t i t i v e dynamic. 

12 Q. Would you expect an i n c r e a s e i n a c t i v i t y 

13 i n s u p p l y i n g those energy s e r v i c e s ? 

14 A. Oh, yes. 

15 Q. And are you aware t h a t w i t h i n t h e l a s t two 

16 weeks ENRON e n t e r e d i n t o an agreement w i t h t h e 

17 h o s p i t a l s i n t h i s area t o reduce t h e i r energy c o s t s 

18 by a p p r o x i m a t e l y 20 p e r c e n t ? 

19 A . I was n o t aware of t h a t . 

20 Q. Would t h a t s u r p r i s e you? 

21 A. No. I don't know t h e number. 

2 2 Q . I u n d e r s t a n d t h a t . Would i t a l s o s u r p r i s e 

23 you t h a t t h e agreement was based n o t on a r e d u c t i o n 

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

25 a l t e r n a t i v e energy sources? 
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1 MR. MILLER: O b j e c t i o n , Your Honor. He s a i d 

2 he doesn't know a n y t h i n g about t h a t . 

3 MR. HERSHEY: I'm s o r r y , Your .Honor. He 

4 s p e c i f i c a l l y t e s t i f i e d t h a t he would n o t be s u r p r i s e d 

5 t o see t h a t k i n d of a c t i v i t y i n c r e a s i n g and t h a t , 

6 w h i l e he wasn't aware o f t h e s p e c i f i c d e t a i l s , t h i s 

7 s p e c i f i c d e a l d i d n ' t s u r p r i s e him e i t h e r . 

8 JUDGE RAINEY: Would you r e p e a t your l a s t 

9 q u e s t i o n , Mr. Hershey? 

10 MR. HERSHEY: W e l l , I ' l l r e p h r a s e i t , i f I can 

11 remember i t . 

12 BY MR. HERSHEY: 

13 Q. Would i t s u r p r i s e you t h a t t h e agreement 

14 e n t e r e d i n t o between ENRON and t h e h o s p i t a l s o f f e r e d 

15 n o t a r e d u c t i o n i n the p r i c e o f e l e c t r i c i t y b u t , 

16 r a t h e r , a r e d u c t i o n i n t h e energy c o s t s based on 

17 v a r i o u s energy s e r v i c e s p r o v i d e d t o t h e h o s p i t a l ? 

18 A. My own p e r c e p t i o n i s , i f y o u ' r e r i g h t on a 

19 2 0-percent r e d u c t i o n , I t h i n k i t would be h a r d t o 

20 a c h i e v e t h r o u g h most i n s t a n c e s t h r o u g h j u s t 

21 improvements i n energy e f f i c i e n c y use. 

22 Q. Whatever the number, t h a t w o u l d n ' t 

23 s u r p r i s e - -

2 4 A. There may be elements t h a t we're not 

25 l o o k i n g a t t h e r e . 
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1" Q. Whatever t h e number was, whether i t was 10 

2 p e r c e n t o r 20 p e r c e n t o r something i n between, you 

3 wo u l d n ' t be s u r p r i s e d t o see a company l i k e ENRON o r 

4 any o t h e r ESCO, as i t ' s c a l l e d i n t h e i n d u s t r y , t o be 

5 o f f e r i n g r e d u c t i o n s i n b i l l s based on those n o n - p r i c e 

6 components? 

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

8 Q. Why would t h a t be a t t r a c t i v e now t o 

9 h o s p i t a l s o r o t h e r customers as we see t h e b e g i n n i n g 

10 o f c o m p e t i t i o n ? 

11 A. Why i s a r e d u c t i o n i n c o s t a t t r a c t i v e ? 

12 That's s o r t o f s e l f - d e f i n i n g . 

13 Q. As we see t h e b e g i n n i n g o f c o m p e t i t i o n and 

14 t h e newspapers are f u l l o f d i s c u s s i o n s about how 

15 e l e c t r i c p r i c e s are g o i n g t o go down, why would i t be 

16 a t t r a c t i v e t o h o s p i t a l s and o t h e r customers o f 

17 e l e c t r i c i t y t o e n t e r i n t o t h a t k i n d o f agreement? 

18 A. F r a n k l y , h a v i n g worked w i t h a number o f 

19 l a r g e commercial i n s t i t u t i o n a l customers, I t h i n k 

20 t h e r e ' s a l o t o f concern t h a t compet i t i o n may no t go 

21 f o r w a r d o r a t l e a s t on t h e schedule t h a t t h e y may be 

22 h o p i n g f o r and t h a t an assured n e a r - t e r m b e n e f i t may 

23 be g r e a t e r t h a n t h e q u e s t i o n a b l e l o n g e r - t e r m b e n e f i t . 

24 I don't know t h e terms o f t h e agreements. 

2 5 There may be p r o v i s i o n s w i t h i n t h e agreement t h a t you 

HOLBERT ASSOCIATES 
(717) 540-9669 



1603 

1 t a l k e d about t h a t i f t h e r e i s a r a t e r e d u c t i o n 

2 t h e y ' 1 1 g e t some b e n e f i t i n a d d i t i o n t o what t h e y ' v e 

3 a l r e a d y n e g o t i a t e d . 

4 Q. But t h a t k i n d o f agreement i s n ' t something 

5 t h a t ' s b r a n d new, i s i t ? 

6 A. Energy s e r v i c e s agreements have been 

7 negot i a t e d f o r y e a r s now. 

8 Q. T u r n i n g t o a n o t h e r area --

9 A. The b i g d i f f e r e n c e i n c o m p e t i t i o n i s t h e 

10 a b i l i t y t o s t a r t l i n k i n g t h e v a r i o u s energy s e r v i c e s 

11 i n t o d i f f e r e n t bundles o f packages and d i f f e r e n t 

12 packages o f s e r v i c e s t h a t you c o u l d n ' t o f f e r b e f o r e . 

13 I've s p e c i f i c a l l y seen o f f e r i n g s o f gas, 

14 e l e c t r i c , and energy s e r v i c e s . I've seen o f f e r i n g s 

15 o f d i f f e r e n t components o f s e r v i c e s t h a t c l e a r l y are 

16 n o t a v a i l a b l e i n the m a r k e t p l a c e r i g h t now. 

17 Q. So, w i t h t h e coming o f c o m p e t i t i o n , you 

18 would expect t o see more o f t h a t s p e c i f i c a c t i v i t y ? 

19 A. Yes. 

2 0 Q. Now, i n a n o t h e r area touched on by 

21 Mr. Bonney, you i n d i c a t e d t h a t i t would be i m p o r t a n t 

22 t o encourage shopping by customers; i s n ' t t h a t r i g h t ? 

2 3 A. That's c o r r e c t . 

24 Q. And one way o f d o i n g t h a t i s by c h a r g i n g 

25 h i g h e r p r i c e s ? 
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1 A. I d i s a g r e e w i t h t h e concept o f h i g h e r 

2 p r i c e s . The ENRON o v e r a l l p r i c e i s l o w e r . The 

3 g e n e r a t i o n component i s h i g h e r --

4 Q. And t h a t ' s what --

5 A. - - i n t h e e a r l y y e a r s . 

6 Q. And t h a t ' s what you were r e f e r r i n g t o when 

7 you d i s c u s s e d e n c o u r a g i n g shopping? 

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

9 Q. Now, i n t h e p a s t when you came t o 

10 P h i l a d e l p h i a , you used t o t e s t i f y on b e h a l f o f low-

11 income customers; i s n ' t t h a t r i g h t ? 

12 A . I have a t t i m e s , yes. 

13 Q. And do you have any o p i n i o n c o n c e r n i n g t h e 

14 l i k e l i h o o d t h a t low-income customers would shop f o r 

15 e l e c t r i c i t y ? 

16 A. I t h i n k t h a t t h e r e i s the p o t e n t i a l 

17 t h r o u g h a g g r e g a t i o n groups, and I t h i n k t h e r e are 

18 examples i n o t h e r areas where t h e y have been a b l e t o 

19 t h r o u g h a g g r e g a t i o n t o shop f o r s e r v i c e s . 

20 I don't t h i n k you would see i n d i v i d u a l 

21 customers g o i n g o ut and shopping f o r s e r v i c e s as 

22 much, b u t t h e market can s u r p r i s e you. I t h i n k i t 

2 3 has s u r p r i s e d a l o t of people a1ready. 

24 Q. Are customers who don't pay t h e i r b i l l s on 

25 a r e g u l a r b a s i s a t t r a c t i v e t o a g g r e g a t o r s ? 
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1 A. Customers who a r e n ' t a b l e t o pay t h e i r 

2 b i l l s on a r e g u l a r b a s i s are not n e c e s s a r i l y 

3 a t t r a c t i v e t o any p r o v i d e r . 

4 Q. When we t a l k about low-income customers, 

5 t y p i c a l l y we t a l k about customers a t o r below 150 

6 p e r c e n t o f t h e f e d e r a l p o v e r t y s t a n d a r d ; i s n ' t t h a t 

7 r i g h t ? 

8 A. That's a measure t h a t ' s commonly used, 

9 yes. 

10 Q. Would you agree w i t h me t h a t some o f t h e 

11 s t a t e m e n t s we've j u s t made would n o t be l i m i t e d j u s t 

12 t o those a t o r below 150 p e r c e n t b ut mi g h t creep 

13 above t h e 150-percent l e v e l too? I s n ' t t h a t r i g h t ? 

14 A. Do you mean i n terms o f 

15 Q. I n terms o f t h e i r --

16 A. -- t h e r o l e o f a g g r e g a t i o n i n t h e i r 

17 shopping? 

18 Q. And t h e i r a b i l i t y t o shop. 

19 A. And t h e i r a b i l i t y t o shop. P r o b a b l y , yes 

2 0 MR. HERSHEY: I have no f u r t h e r q u e s t i o n s , 

21 Your Honor. Thank you. 

2 2 JUDGE RAINEY: Thank you. 

2 3 Any f u r t h e r c r o s s - e x a m i n a t i o n ? 

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

25 JUDGE RAINEY: R e d i r e c t ? 
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1 MR. MILLER: May I have a moment w i t h t h e 

2 w i t n e s s , Your Honor? 

3 . JUDGE RAINEY: Yes, Mr. M i l l e r . 

4 (Pause) 

5 JUDGE RAINEY: Mr. M i l l e r . 

6 MR. MILLER: Thank you. Your Honor. 

7 REDIRECT EXAMINATION 

8 BY MR. MILLER: 

9 Q. Mr. O l i v e r , i s ESCO a c t i v i t y more l i k e l y 

10 t o i n c r e a s e under t h e Choice Plan o r t h e p a r t i a l 

11 s e t t l e m e n t , i n your view? 

12 A. I n my p e r c e p t i o n , i t ' s c l e a r l y more l i k e l y 

13 t o i n c r e a s e under t h e Choice Plan because c o m p e t i t i v e 

14 s u p p l i e r s w i l l have more room t o o p e r a t e . I f a 

15 c o m p e t i t o r cannot r e c o v e r t h e i r f i x e d and v a r i a b l e 

16 c o s t s o f g e n e r a t i o n coming i n t o t h e market, t h e y ' r e 

17 c e r t a i n l y n o t g o i n g t o have any room t o g e t i n t o 

18 o t h e r s e r v i c e s and p r o v i d i n g o t h e r b e n e f i t s . 

19 There's a t h r e s h o l d l e v e l t h a t must be met 

20 t o even e n t e r t he market. I f t h e g e n e r a t i o n c r e d i t 

21 i s t o o low and t h a t t h r e s h o l d i s n o t met, t h e n y ou're 

22 n o t even g o i n g t o see people b e g i n n i n g t o o f f e r t h e 

23 o t h e r s e r v i c e s . 

24 Q. A low-income customer i s b e t t e r o f f under 

2 5 t h e Choice Plan o r t h e p a r t i a l s e t t l e m e n t ? 
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1 A. I b e l i e v e low-income customers are b e t t e r 

2 o f f under t h e Choice Plan, One, because t h e y g e t a 

3 much g r e a t e r r a t e r e d u c t i o n r i g h t up f r o n t . They 

4 have much g r e a t e r p r e s e n t v a l u e b e n e f i t s . That, 

5 combined w i t h t h e p o r t a b i l i t y o f u n i v e r s a l s e r v i c e , 

6 t h e y are n o t as u n a t t r a c t i v e . They become more 

7 a t t r a c t i v e t o p o t e n t i a l a g g r e g a t o r s . 

8 MR. MILLER: That's a l l I have, Your Honor. 

9 Thank you. 

10 JUDGE RAINEY: Any r e c r o s s on t h e r e d i r e c t ? 

11 Mr. Hershey. 

12 RECROSS EXAMINATION 

13 BY MR. HERSHEY: 

14 Q. Low-income customers would be b e t t e r o f f 

15 under t h e Choice P l a n ; i s t h a t r i g h t ? 

16 A. Yes. 

17 Q. Now, as I remember, we agreed t h a t low-

18 income customers c a n ' t pay t h e i r b i l l s , - i s n ' t t h a t 

19 r i g h t ? 

20 A. I don't t h i n k I agreed t o t h a t . There are 

21 low-income customers who have t r o u b l e p a y i n g t h e i r 

22 b i l l s a t t i m e s . Sometimes i t ' s more f r e q u e n t t h a n 

2 3 o t h e r s . But t h e r e are many low-income customers who 

24 pay t h e i r b i l l s r e g u l a r l y . P a r t i c u l a r l y , t h e s e n i o r 

25 c i t i z e n s i n P h i l a d e l p h i a , by my u n d e r s t a n d i n g , have a 
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1 v e r y good payment r e c o r d , even though t h e y c l e a r l y 

2 q u a l i f y as low income. 

3 Q. My r e c o l l e c t i o n i s t h a t i n t h e p a s t you 

4 have t e s t i f i e d t h a t t h e reason low-income s e n i o r s pay 

5 t h e i r b i l l s more f r e q u e n t l y i s because t h e y ' r e 

6 w o r r i e d about p a y i n g and sometimes t h e y ' 1 1 f o r e g o 

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

8 m e d i c i n e , i n o r d e r t o do t h a t . I s n ' t t h a t r i g h t ? 

9 A . I don't r e c a l l t e s t i f y i n g t o e x a c t l y t h a t . 

10 JUDGE RAINEY: I'm s o r r y . Only one pe r s o n can 

11 t a l k a t one t i m e . 

12 A. I t h i n k t r a d e o f f s do occur a t t i m e s . 

13 BY MR. HERSHEY: 

14 Q. Do you u n d e r s t a n d what t h e cap or cap r a t e 

15 program i s ? 

16 A . I b e l i e v e so, yes. 

17 Q. T e l l me what your u n d e r s t a n d i n g o f t h a t 

18 i s . 

19 A. I t ' s a program t h a t l i m i t s t h e charges t o 

20 low-income consumers. 

21 Q. Those a t o r below 150 p e r c e n t o f p o v e r t y ? 

22 A. That's my u n d e r s t a n d i n g . 

23 Q. Do you know why t h a t program e x i s t s ? 

24 A. M o s t l y because o f yo u r i n t e r v e n t i o n i n 

25 thes e a c t i v i t i e s , perhaps. 
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1 Q. C e r t a i n l y t h e PUC had something t o do w i t h 

2 i t as w e l l , d i d n ' t they? 

3 A. C e r t a i n l y . 

4 Q. And t h e y made a judgment t h a t was a l i t t l e 

5 more independent t h a n mine; i s n ' t t h a t r i g h t ? 

6 A. H o p e f u l l y . 

7 Q. And PECO a c t u a l l y r a n such a program, 

8 d i d n ' t t h e y , and c o n t i n u e t o r u n i t ? 

9 A. Yes. 

10 Q. Why would such a program be o f f e r e d t o 

11 low-income customers? 

12 A. Because t h e r e are demonstrable numbers o f 

13 customers i n t h i s area t h a t have payment problems. 

14 Q. When you say payment problems, do you mean 

15 t h a t t h e y ' r e n ot a b l e t o pay t h e i r b i l l s 

16 c o n s i s t e n t l y ? 

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

18 Q. Would you agree, s u b j e c t t o check, t h a t i n 

19 P h i l a d e l p h i a a l o n e a p p r o x i m a t e l y o n e - t h i r d o f t h e 

20 u t i l i t y customers are a t o r below 150 p e r c e n t o f 

21 p o v e r t y ? 

2 2 A . I would accept t h a t s u bj e c t t o check. 

23 Q. And t h a t t h e y , t h e r e f o r e , q u a l i f y f o r t h e 

2 4 cap o r cap r a t e program? 

25 A. Yes. 
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1 Q. Are you aware t h a t i n t h e p a r t i a l 

2 s e t t l e m e n t t h a t consumers and low-income consumers, 

3 p a r t i c u l a r l y , have e n t e r e d i n t o w i t h PECO customers 

4 a t o r below 150 p e r c e n t o f p o v e r t y would g a i n access 

5 t o t h e cap r a t e program whether o r not t h e y were 

6 c u r r e n t on t h e i r b i l l s ? 

7 A. That's my u n d e r s t a n d i n g , yes. 

8 Q. Now, why would t h a t be t r u e ? 

9 A. Because t h a t ' s what was n e g o t i a t e d . I 

10 mean I was not a p a r t i c i p a n t i n t h e n e g o t i a t i o n s . 

11 Q. Can you e n v i s i o n why low-income customers 

12 might have wanted t o n e g o t i a t e t h a t p a r t i c u l a r t e r m 

13 t h a t i t s p e c i f i c a l l y d i d not make as a p r e - c o n d i t i o n 

14 to' e n t r y i n t o t h e program, t h e f a c t t h a t t h e y were 

15 b e h i n d on t h e i r b i l l s ? Why would t h a t be i m p o r t a n t , 

16 i f you know? 

17 A. People's s i t u a t i o n s v a r y f r o m t i m e t o 

18 t i m e . W h i l e we may have had a m i l d y e a r over t h e 

19 l a s t y e a r , i n more extreme weather c o n d i t i o n s , b i l l s 

20 g e t h i g h e r . Payment problems are a c c e n t u a t e d . 

21 Q. I f a person i s a t o r below 150 p e r c e n t o f 

22 p o v e r t y , t h e i r f i n a n c i a l s i t u a t i o n i s so f r a g i l e t h a t 

23 t h e y a b s o l u t e l y need t h e h e l p . Would you agree w i t h 

24 t h a t ? 

25 A. Not n e c e s s a r i l y . 
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1 MR. HERSHEY: I have no f u r t h e r q u e s t i o n s . 

2 Thank you. 

3 JUDGE RAINEY: Mr. Bonney. 

4 MR. BONNEY: Thank you, Your Honor. 

5 RECROSS EXAMINATION 

6 BY MR. BONNEY: 

7 Q. Mr. O l i v e r , i t ' s your t e s t i m o n y t h a t t h e 

8 i m p l e m e n t a t i o n o f t h e ENRON Choice Plan w i l l 

9 encourage ESCO a c t i v i t y and energy e f f i c i e n c y ? 

10 A. Yes. 

11 Q. That i n c r e a s e d ESCO a c t i v i t y w i l l , by 

12 d e f i n i t i o n , reduce s a l e s ; i s t h a t t r u e ? 

13 A. No. 

14 Q. So, w i t h an i n c r e a s e i n e f f i c i e n c y , y o u ' l l 

15 have an i n c r e a s e i n s a l e s as a r e s u l t o f t h a t ? 

16 A. I t h i n k , as i n many a c t i v i t i e s , when you 

17 have a r e d u c t i o n i n the e f f e c t i v e c o s t , you f i n d more 

18 d o l l a r s t o i n v e s t i n o t h e r a c t i v i t i e s , expanded 

19 a c t i v i t i e s . The o v e r a l l environment f o r o p e r a t i n g i n 

20 t h i s area improves, and you f i n d i n c r e a s e d b u s i n e s s 

21 i n commercial a c t i v i t y . 

22 Q. Have you an a l y z e d t h a t s p e c i f i c a l l y i n 

23 t h i s case, what t h a t e f f e c t w i l l be? 

24 A. I'm n o t sure t h a t you can p u t a d o l l a r 

25 v a l u e on i t o r a s p e c i f i c number on i t , b u t I would 
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1 c e r t a i n l y have c o n f i d e n c e t h a t t h a t w i l l o c c u r . 

2 Q. That, on bala n c e , e l e c t r i c i t y s a l e s w i l l 

3 a c t u a l l y i n c r e a s e because o f ESCO a c t i v i t y ? 

4 A. I would t h i n k so, yes. 

5 Q. Do you have any s t u d i e s or an a l y s e s t o 

6 s u p p o r t t h a t c o n c l u s i o n ? 

7 A. No, I don't have any f o r e c a s t s . 

8 MR. BONNEY: That's a l l I have. Thank you. 

9 JUDGE RAINEY: Any f u r t h e r r e c r o s s ? 

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

11 JUDGE RAINEY: N o t h i n g f u r t h e r o f t h i s 

12 w i t n e s s . 

13 Thank you, Mr. O l i v e r . You may s t a n d 

14 down. 

15 Why don't we t a k e a f i v e - m i n u t e b r e a k . 

16 W e ' l l reconvene 11:05. 

17 (Recess taken.) 

18 JUDGE RAINEY: The ne x t w i t n e s s on my l i s t i s 

19 Mr. Freeman. 

20 Mr. Freeman, you have been p r e v i o u s l y 

21 sworn, so t h a t t h e o a t h s t i l l a p p l i e s . 

22 Mr. Bonney. 

23 MR. BONNEY: Thank you, Your Honor. B e f o r e we 

24 b e g i n w i t h Mr. Freeman, y e s t e r d a y we had t a l k e d about 

25 p r o v i d i n g c o p i e s o f the n o t i c e s t h a t PECO had 
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1 p r e v i o u s l y d i s t r i b u t e d i n t h i s case. 

2 There are a c t u a l l y two more n o t i c e s , one 

3 t h a t we s t a r t e d r i g h t around A p r i l 1 s t . We r e c e i v e d 

4 some concerns about t h a t , so we r e v i s e d i t by 

5 s t i p u l a t i o n w i t h c e r t a i n o f the p a r t i e s . PECO 

6 E x h i b i t 4 i s th e f i r s t not i c e , and PECO E x h i b i t 5 i s 

7 th e second n o t i c e . I would ask t h a t t h e s e be e n t e r e d 

8 i n t o the r e c o r d . 

9 I n o t i c e t h a t Mr. Dworetzky i s not i n the 

10 room, and I t h i n k he had an i n t e r e s t i n t h i s . Oh, he 

11 i s . I wanted t o make sure t h a t he had seen t h i s . 

12 JUDGE RAINEY: Why don't you pass thos e out t o 

13 everyone. 

14 Mr. Dworetzky, Mr. Bonney was j u s t 

15 r e f e r r i n g t o customer n o t i c e s t h a t were i n r e g a r d t o 

16 A p r i l . I f you can j u s t t a k e a l o o k a t t h e s e , w e ' l l 

17 d e f e r a d m i s s i o n o f these e x h i b i t s u n t i l a f t e r t h i s 

18 w i t n e s s has p r e s e n t e d t e s t i m o n y . 

19 MR. DWORETZKY: Thank you. 

20 MR. BONNEY: Your Honor, we've d i s t r i b u t e d t o 

21 y o u r s e l v e s and t o th e p a r t i e s t e s t i m o n y o f M i c h a e l 

22 Freeman i n t h i s round o f th e case, and i t ' s l a b e l e d 

2 3 PECO Statement Number 26-E, the t e s t i m o n y o f M i c h a e l 

24 Freeman r e g a r d i n g t h e ENRON p r o p o s a l . I ask t h a t 

2 5 t h a t be a d m i t t e d i n t o t h e r e c o r d . 
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JUDGE RAINEY: Any o b j e c t i o n s ? 

(No a u d i b l e r e s p o n s e . ) 

JUDGE RAINEY: So a d m i t t e d . 

(PECO S t a t e m e n t 2 6-E was m a r k e d and a d m i t t e d . ) 

MR. BONNEY: 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 RAINEY: C r o s s - e x a m i n a t i o n . 

MR. MILLER: Yes, Your Honor. 

JUDGE RAINEY: Mr. M i l l e r . 

CROSS-EXAMINATION 

BY MR. MILLER: 

Q. Good m o r n i n g , Mr. Freeman. 

A. Good m o r n i n g . 

Q. E a r l i e r t o d a y Mr. Bonney a s k e d I b e l i e v e 

Dr. B o h i a q u e s t i o n a b o u t t h e number o f members i n 

t h e PJM i n t e r c h a n g e . Do y o u know how many members 

t h e r e a r e i n t h e PJM i n t e r c h a n g e c u r r e n t l y ? 

A. I b e l i e v e t h e r e a r e 76. 

Q. Of t h o s e members, how many have g e n e r a t i o n 

t h a t t h e y own o r c o n t r o l o f , say, more t h a n 1,000 

m e g a w a t t s ? 

A. Seven. 

Q. A r e t h e r e some members t h a t own no 

g e n e r a t i o n ? 

A. I b e l i e v e t h e r e a r e , y e s . 
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be? 

Q. Do you know r o u g h l y what t h a t number would 

A. Of t h e 76, how many do not own g e n e r a t i n g 

a s sets? 

Yes . 

I don't know. 

Q. You d i s c u s s t h e p i l o t program, do you not? 

A. Yes, I do. 

Q. The g e n e r a t i o n c r e d i t f o r r e s i d e n t i a l and 

commercial customers t h a t was d e t e r m i n e d by t h e 

Commission i s t h r e e c e n t s a k i l o w a t t hour; i s t h a t 

c o r r e c t ? 

• A. Yes, i t i s . 

Q. And t h e r e ' s a l s o a p a r t i c i p a t i o n c r e d i t 

f o r t h o s e customers; i s t h a t t r u e ? 

A. Yes, t h e r e i s . 

Q. And how i s t h a t p a r t i c i p a t i o n c r e d i t 

d etermined? 

A. I t ' s a per c e n t a g e o f t h e sum o f t h e 

r e g u l a t e d p i e c e s of the b i l l . 

Q. And what's t h e p e r c e n t a g e f o r those 

r e s i d e n t i a l and commercial customers? 

A. I t ' s 13 p e r c e n t o f t h e sum o f 

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 CTC charges. 

Q. Do you know t h e c u r r e n t r e t a i l r a t e f o r 
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r e s i d e n t i a l customers t a k i n g s e r v i c e under t h e p i l o t ? 

A. The t o t a l r a t e ? 

Q. Yes. 

A. I n c l u d i n g compet i t i v e g e n e r a t ion? 

Q. Yes. 

A. I don't know what t h e average o f f e r s are 

t o r e s i d e n t i a l customers, so I c a n ' t answer t h e 

quest i o n . 

Q. L e t ' s t r y i t a n o t h e r way. What would be 

th e p a r t i c i p a t i o n c r e d i t f o r r e t a i l customers, r e t a i l 

r e s i d e n t i a l customers? 

hour . 

A. 1.2 c e n t s , a p p r o x i m a t e l y , p e r k i l o w a t t 

Q. And f o r commercial customers? 

A. I ' l l have t o e s t i m a t e . I don't know i t 

Q. B a l l p a r k i s f i n e . 

A. I'm g o i n g t o say 1.3 c e n t s , b u t I 

c e r t a i n l y want t o check. 

Q. And t h a t ' s a c r e d i t t h a t a customer 

r e c e i v e s i f he o r she goes out and p r o c u r e s 

g e n e r a t i o n s e r v i c e s ? 

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

Q. So i s t h a t p a r t i c i p a t i o n c r e d i t t h e n 

a d d i t i v e t o t h e c r e d i t f o r g e n e r a t ion? 

A. I n t h e sense t h a t t h e customer's t o t a l 
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1 d i s c o u n t s would be c a l c u l a t e d on t h a t b a s i s . On t h e 

2 b i l l s t h e r e are s e p a r a t e l i n e i t e m s . 

3 Q. R e t a i l i s a commercial customer g o i n g out 

4 l o o k i n g f o r g e n e r a t i o n . Would i t be f a i r t o say t h a t 

5 t h a t customer has, r o u g h l y , 4.3 c e n t s t o work w i t h , 

6 and t h a t would be composed o f t h e t h r e e - c e n t 

7 g e n e r a t i o n c r e d i t and t h e 1.3 e s t i m a t e t h a t you gave 

8 f o r t h e p a r t i c i p a t i o n c r e d i t ? 

9 A. To work w i t h ? What do you mean? 

10 Q. When t h a t customer i s s e e k i n g g e n e r a t i o n 

11 s e r v i c e s . 

12 A. I t depends on how t h e o f f e r i s p r e s e n t e d 

13 t o t h e customer. I f a ma r k e t e r says, You're h a v i n g 

14 4.X c e n t s e x t r a c t e d from t h e b i l l and I'm w i l l i n g t o 

15 s e l l i t t o you f o r l e s s , t h e n t h a t would be one 

16 p r e s e n t a t i o n . 

17 I f the m a r k e t e r , i n s t e a d , chose t o say 

18 t h a t t h e g e n e r a t i o n p i e c e b e i n g e x t r a c t e d f r o m your 

19 b i l l i s r o u g h l y t h r e e c e n t s and I'm w i l l i n g t o s e l l 

2 0 i t t o you f o r l e s s , t h a t would be a n o t h e r way t o 

21 p r e s e n t i t . 

22 Q. I f you say t h a t t h e t o t a l g e n e r a t i o n p i e c e 

2 3 t h a t t h e m a r k e t e r comes i n on f o r t h a t commercial 

24 customer i s , say, 3.3 c e n t s , would t h e customer save 

25 a penny per k i l o w a t t hour f o r p a r t i c i p a t i n g i n t h e 

HOLBERT ASSOCIATES 
(717) 540-9669 



1618 

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 

p i l o t ? 

A. 3.3 c e n t s f o r c o m p e t i t i v e g e n e r a t i o n ? 

Q 

A 

Q 

A 

Q 

A 

customer 

Yes . 

T h i s i s f o r what r a t e c l a s s ? 

Commercial. 

Rate GS, t h e g e n e r a l s e r v i c e ? 

Sure . 

I t depends on t h e l o a d f a c t o r o f t h e 

I f t h e customer's l o a d f a c t o r were such 

t h a t i t r e s u l t e d i n a market g e n e r a t i o n c r e d i t o f 3.3 

ce n t s and t h a t was the m a r k e t e r ' s o f f e r , t h e customer 

would not save any money on t h e market g e n e r a t i o n 

p i e c e o f t h e b i l l . They would be n e u t r a l . 

Q. Would t h e customer s t i l l save money on t h e 

p a r t i c i p a t i o n c r e d i t ? 

A. Yes. 

Q. So i t would be i n t h a t customer's 

i n t e r e s t , i n t h a t c o n t e x t , t o seek c o m p e t i t i v e 

g e n e r a t i o n r a t h e r t h a n s e e k i n g t o t a k e t h a t 

g e n e r a t i o n from PECO? 

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

Q. I s t h e r e a s i m i l a r p a r t i c i p a t i o n c r e d i t 

under t h e p a r t i a l s e t t l e m e n t ? 

A. No, t h e r e i s n o t . 

Q. I would l i k e you t o t u r n t o Page 3 o f your 
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1 s t a t e m e n t , p l e a s e . Do you see your r e f e r e n c e t o the 

2 PECO Energy Power Team? I guess t h e f i r s t r e f e r e n c e 

3 t o t h a t i s L i n e 9. 

4 A. Yes, I do. 

5 Q. Can you e x p l a i n something? D e s c r i b e t h e 

6 Power Team t o me. 

7 A. The Power Team i s PECO Energy's w h o l e s a l e 

8 power m a r k e t i n g d i v i s i o n . 

9 Q. Does i t have a s e p a r a t e income s t a t e m e n t 

10 o r bala n c e sheet? I s i t c o r p o r a t e l y s e p a r a t e , o r i s 

11 i t j u s t a d i v i s i o n ? 

12 A. I t ' s a d i v i s i o n . 

13 Q. Does i t keep s e p a r a t e books? 

14 A. Does i t have a s e p a r a t e P & L, do you 

15 mean? 

16 A. Yes. 

17 Q- I don't b e l i e v e so, b u t I'm n o t p o s i t i v e . 

18 Q. From what e n t i t y does t h e Power Team 

19 p r o c u r e t h e power t h a t i t s e l l s ? 

20 A. The power t h a t i t s e l l s i n g e n e r a l ? 

21 Q. Yes. 

22 A. My u n d e r s t a n d i n g i s t h a t t h e Power Team 

2 3 uses a number o f d i f f e r e n t sources o f c a p a c i t y and 

24 energy. 

2 5 Q. Are t h e y a l l PECO-owned sources? 
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1 A. No. 

2 Q. What p e r c e n t a g e o f t h e power t h a t t h e y 

3 s e l l comes from PECO g e n e r a t i o n sources? 

4 A . I don't know. 

5 Q. Can you r o u g h l y e s t i m a t e i t ? 

6 A. No. 

7 Q. Do you know how t h e power t h a t ' s marketed 

8 by t h e Power Team i s p r i c e d ? 

9 A. No, I do n ' t . 

10 Q. Are PECO's e l e c t r i c g e n e r a t i n g f a c i l i t i e s 

11 s t i l l , w i t h perhaps one e x c e p t i o n , i n t h e company's 

12 r a t e base? 

13 A. My u n d e r s t a n d i n g i s t h a t 1,200 megawatts 

14 o f PECO g e n e r a t i o n i s not i n t h e r a t e base. 

15 Q. I s t h a t a t t r i b u t a b l e t o one p l a n t ? 

16 A. No. 

17 Q. How many p l a n t s ? 

18 A. I t ' s c a l l e d s l i c e o f system. I t 

19 r e p r e s e n t s a c r o s s s e c t i o n o f t h e e n t i r e p o r t f o l i o o f 

2 0 p l a n t s . 

21 Q. That was due t o a PUC o r d e r o f some ki n d ? 

22 A. Yes, i t was. 

2 3 Q. Now, I would l i k e you t o t u r n - - You're 

24 on Page 3. Look a t L i n e 15, p l e a s e . Do you have 

25 t h a t ? 
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1 A. Yes, I do. 

2 Q. There you're t a l k i n g about a s t a n d a r d 

3 o f f e r by t h e Power Team. 

4 A. Yes. 

5 Q. And you r e f e r t o the o f f e r b e i n g an " a l l -

6 i n " p r i c e c o v e r i n g , among o t h e r t h i n g s , i n s t a l l e d 

7 c a p a c i t y . Do you see t h a t ? 

8 A. Yes, I do. 

9 Q. I s i t your t e s t i m o n y t h a t t h a t s t a n d a r d 

10 o f f e r c o v e r s a l l o f PECO's embedded c a p a c i t y c o s t s 

11 f o r t h e c a p a c i t y used t o s u p p l y t h a t g e n e r a t i o n ? 

12 A. How are you d e f i n i n g PECO's embedded 

13 c a p a c i t y c o s t s ? 

14 Q. That which PECO would c a r r y on i t s books 

15 i n t h e t r a d i t i o n a l , o r i g i n a l c o s t s l e s s d e p r e c i a t i o n 

16 way t h a t r a t e s a re kept i n t h i s j u r i s d i c t i o n . 

17 A. And c o u l d you r e p e a t t h e e a r l i e r q u e s t i o n ? 

18 Q. By c a l l i n g i t an a l l - i n p r i c e , a re you 

19 s a y i n g t h a t PECO i s r e c o v e r i n g a l l o f those embedded 

20 c a p a c i t y c o s t s ? 

21 MR. BONNEY: I o b j e c t t o t h e form o f t h e 

2 2 q u e s t i o n , Your Honor. I t h i n k Mr. Freeman has 

23 t e s t i f i e d t h a t t h e source of, t h e power t h a t t h e Power 

24 Team purchases i s v a r i o u s sources, some o f whi c h i s 

25 PECO Energy Power. 
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1 So I t h i n k i m p l i c i t i n t h e q u e s t i o n , as I 

2 u n d e r s t a n d i t , i s t h a t a l l o f t h e power t h a t t h e 

3 Power Team i s s e l l i n g under t h e s t a n d a r d o f f e r i s 

4 PECO g e n e r a t i o n embedded c o s t t y p e o f power. 

5 MR. MILLER: Let me amend t h e q u e s t i o n t h e n . 

6 BY MR. MILLER: 

7 Q. For t h a t power which i s purchased from 

8 PECO o r p r o c u r e d from PECO, i s i t y o u r t e s t i m o n y t h a t 

9 i t ' s an a l l - i n p r i c e ? 

10 A. A l l - i n , i n t h e c o n t e x t o f L i n e 15, Page 3, 

11 i s f r o m t h e s e l l e r ' s p o i n t o f view -- I'm s o r r y , t h e 

12 e l e c t r i c g e n e r a t i o n s u p p l i e r ' s p o i n t o f view. When 

13 you buy t h e s t a n d a r d o f f e r from t h e Power Team, 

14 you're b u y i n g an a l l - i n p r o d u c t . You're b u y i n g 

15 energy, i n s t a l l e d c a p a c i t y , a n c i l l a r y s e r v i c e s , 

16 l o s s e s f o r d i s t r i b u t i o n , and l o a d f o l l o w i n g s e r v i c e . 

17 Q. That's what t h e customer sees? 

18 A. Yes. 

19 Q. Does t h e Power Team market power f r o m 

20 g e n e r a t i o n sources owned by PECO? 

21 A. Yes, i t does. 

22 Q. How i s t h a t p r i c e determined? 

2 3 A. I don't know. 

2 4 Q. Move ahead t o Page 4, i f you w i l l . Do you 

2 5 see a r e f e r e n c e on Page 4 t o PECO's N a t i o n a l Energy 
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Team? 

A. Yes. 

Q. How does t h e N a t i o n a l Energy Team d i f f e r 

from t h e Power Team? 

A. The N a t i o n a l Energy Team i s a r e t a i l 

m a r k e t i n g group t h a t t r i e s t o r e a c h agreements w i t h 

customers i n s t a t e s where t h e r e i s r e t a i l access o r 

t h e r e soon w i l l be r e t a i l access. 

Q. Are t h e r e s t a t e s t h a t have f u l l r e t a i l 

access a t t h e c u r r e n t t i m e t h a t t h e N a t i o n a l Energy 

Team i s m a r k e t i n g ? 

A. No, n o t q u i t e y e t . C a l i f o r n i a i s ope n i n g 

up January 1 s t , 1998. 

Q. L e t me ask, does t he N a t i o n a l Energy Team 

have a s e p a r a t e c o r p o r a t e e n t i t y ? 

A. I t does n o t . 

Q. Does i t have a s e p a r a t e P & L? 

A. There are t r a n s i t i o n s g o i n g on i n t h e 

company r i g h t now. I b e l i e v e t h a t , i n t i m e , t h e 

N a t i o n a l Energy Team w i l l have a s e p a r a t e P & L. I 

don't b e l i e v e t h e t r a n s i t i o n i s f u l l y c o m p l e t e , 

though. 

Q. I guess w i t h o u t a s e p a r a t e c o r p o r a t e 

e n t i t y you wouldn't be an o f f i c e r o f e i t h e r 

o r g a n i z a t i o n , t h e Power Team o r t h e N a t i o n a l Energy 
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A. That's c o r r e c t . 

1 Team. 

2 

3 Q. Do you have r e s p o n s i b i l i t i e s f o r e i t h e r o r 

4 b o t h o r g a n i z a t i o n s ? 

5 A. I'm employed by t h e N a t i o n a l Energy Team. 

6 I was detached by t h e company t o work on the s t a n d a r d 

7 o f f e r . 

8 Q. I s t h a t t h e s t a n d a r d o f f e r i n P e n n s y l v a n i a 

9 f o r p i l o t purposes? 

10 A. Yes, i t i s . 

11 JUDGE CHESTNUT: Excuse me. Detached by which 

12 company? 

13 A. PECO Energy. 

14 JUDGE CHESTNUT: By PECO? 

15 A. Yes. 

16 JUDGE CHESTNUT: I t h o u g h t you s a i d you were 

17 employed by t h e N a t i o n a l Energy Team. That's a 

18 subset o f PECO? 

19 A. Yes, i t i s , Your Honor. 

20 BY MR. MILLER: 

21 Q. A l s o on Page 4 you r e f e r t o 10 customers 

22 w h i c h g o t p r i c e quotes r a n g i n g f r o m 2.25 c e n t s per 

23 k i l o w a t t hour t o 3.05 c e n t s per k i l o w a t t hour. Do 

24 you see t h a t ? 

25 A. Yes, I do. 
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1 Q. Were a l l those quotes f o r t h e f u l l t e r m o f 

2 t h e p i l o t ? 

3 A. Yes, t h e y were. 

4 Q. And what was t h e l o a d f a c t o r f o r t h e 

5 customer o b t a i n i n g t h e l o w e s t quote t h e r e ? 

6 A. S e v e n t y - f i v e p e r c e n t . 

7 Q. And t h e h i g h e s t q u o t e , do you know? 

8 A. I don't know t h a t one. 

9 Q. Does t h e s t a n d a r d o f f e r v a r y a c c o r d i n g t o 

10 a l o a d f a c t o r o f a customer? 

11 A. No, i t doesn't. 

12 Q. Does i t v a r y by r a t e c l a s s ? 

13 A. Yes, i t does. 

14 Q. What would be t h e s t a n d a r d o f f e r f o r , say, 

15 commerc i a l customers, GS customers? 

16 A. 3.0 c e n t s l e s s t h e g r o s s r e c e i p t s t a x , 

17 which i s a p p r o x i m a t e l y a m i l l . Then t h e o f f e r 

18 accounts f o r d e l i v e r y l o s s e s as w e l l . So t h e average 

19 c o s t i s p r o b a b l y something l i k e 2.7 c e n t s . 

20 Q. And t h a t ' s a s t a n d a r d o f f e r t o m a r k e t e r s 

21 who w i l l t h e n repackage t h a t g e n e r a t i o n ? 

22 A. Yes. 

23 Q. Move ahead t o Page 7 o f your t e s t i m o n y , i f 

24 you w i l l , p l e a s e . Do you see on t h e t o p o f t h a t page 

25 where you s t a t e t h a t customers are demanding 
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1 i n n o v a t i v e p r o d u c t s ? 

2 A. Yes. 

3 Q. You l i s t m e t e r i n g on t h e customer s i d e as 

4 one o f t h e i n n o v a t i o n s . 

5 A. Yes. 

6 Q. Would ENRON's Choice Plan p r o v i d e a c r e d i t 

7 t o customers who o b t a i n m e t e r i n g s e r v i c e f r o m an 

8 e n t i t y o t h e r t h a n a u t i l i t y ? 

9 A. I n o t h e r words, would a m e t e r i n g charge be 

10 unbundled i n t h e r e t a i l r a t e s under t h e Choice Plan? 

11 I b e l i e v e i t would. 

12 Q. Would t h a t o c c u r under t h e p a r t i a l 

13 s e t t l e m e n t ? 

14 A. No, i t would n o t . I'm not t a l k i n g about 

15 m e t e r i n g f o r b i l l i n g here. I'm t a l k i n g about 

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

17 JUDGE RAINEY: I'm s o r r y . That was l o a d --

18 A. Load r e s e a r c h . 

19 BY MR. MILLER: 

20 Q. Are you s a y i n g t h a t m e t e r i n g f o r b i l l i n g 

21 i s n o t an i n n o v a t i v e p r o d u c t ? 

22 A. I t c o u l d be. 

2 3 Q. You a l s o speak about performance-based 

2 4 p r i c i n g . Do you see t h a t i n t h a t same s e c t i o n ? 

25 A. Yes. 
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1 Q. Could you b r i e f l y d e f i n e what you mean by 

2 performance-based p r i c i n g ? 

3 A. C e r t a i n l y . I n a s i t u a t i o n where a 

4 m a r k e t e r o f f e r s a customer a p r i c e cap, something 

5 l i k e , f o r example, I w i l l charge you X p e r c e n t below 

6 t h e market g e n e r a t i o n r a t e i n t h e unbundled r a t e , and 

7 i f I do b e t t e r t h a n t h a t , I'm g o i n g t o g e t a l a r g e r 

8 and l a r g e r share, depending on how b e t t e r I do. So 

9 I'm g o i n g t o get a share based on my per f o r m a n c e . 

10 Q. So you weren't r e f e r r i n g t o what's 

11 commonly known as performance-based p r i c i n g f o r a 

12 u t i l i t y ? 

13 A. No. 

14 Q. Do you see on Page 11 t h e f i r s t f u l l 

15 q uest i o n and answer on t h a t page ? 

16 A. Yes. 

17 Q. You t a l k about t h e N a t i o n a l Energy Team 

18 and ENRON g o i n g head t o head f o r a customer. 

19 A. Yes. 

20 Q. And you say t h a t , w h i l e ENRON o f f e r e d 

21 s i g n i f i c a n t l y more f i n a n c i a l i n c e n t i v e s t h a n t h e 

22 N a t i o n a l Energy Team, i t l o s t t h e c o n t r a c t ? 

23 A. Yes. 

24 Q. What k i n d o f n o n - f i n a n c i a l i n c e n t i v e s d i d 

25 t h e N a t i o n a l Energy Team o f f e r t h a t customer? 
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1 A. I'm s o r r y . Can you e x p l a i n your q u e s t i o n ? 

2 Q. W e l l , t h e premise o f your answer, 

3 a p p a r e n t l y , i s t h a t ENRON o f f e r e d more f i n a n c i a l 

4 i n c e n t i v e s b u t i t l o s t t h e c o n t r a c t . 

5 A. R i g h t . 

6 Q. D i d i t l o s e t h e c o n t r a c t because t h e 

7 N a t i o n a l Energy Team was a b l e t o o f f e r n o n - f i n a n c i a l 

8 i n c e n t i v e s ? 

9 A. Oh. The N a t i o n a l Energy Team's package 

10 was more a t t r a c t i v e t o t h e customer f o r some reason. 

11 I don't know why. 

12 Q. You don't know why? 

13 A. No. 

14 Q. D i d you p a r t i c i p a t e i n t h e p r e p a r a t i o n o f 

15 t h a t package? 

16 A. I worked on i t e a r l y on, b u t t h e f i n a l 

17 r e s u l t was not p a r t o f my work. 

18 Q. So i s i t your t e s t i m o n y t h a t you don't 

19 know t h e i n c e n t i v e s t h a t were i n t h e package? 

2 0 A . I don't know t h e f u l l range o f i n c e n t i v e s . 

21 Q. Do you know some o f t h e i n c e n t i v e s t h a t 

2 2 were i n t h e r e ? 

23 A. Yes, I do. 

24 Q. Can you l i s t t h o s e k i n d s o f t h i n g s t h a t 

25 would persuade a customer t o choose a s u p p l i e r on a 
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1 c r i t e r i o n o t h e r t h a n p r i c e ? 

2 A . I can suggest some t h i n g s . I don't know 

3 why t h e customer u l t i m a t e l y made t h i s d e c i s i o n . 

4 Q. Okay. 

5 A. T h i s customer i s t h e one I r e f e r e n c e d on 

6 Page 7 a t L i n e 4, p i l o t m e t e r i n g p r o j e c t . T h i s i s 

1 t h e customer t h a t wanted a p i l o t m e t e r i n g p r o j e c t t o 

8 l o o k a t t h e customer's l o a d p r o f i l e v e r s u s t h e 

9 customer's a c t u a l consumption. 

10 Q. Are you s u g g e s t i n g somehow t h a t t h e r e was 

11 a d e c o u p l i n g from metered usage i n t h a t arrangement? 

12 A. Decoupling? 

13 Q. Yes, t h a t t h e l o a d p r o f i l e was somehow 

14 more i m p o r t a n t t h a n a c t u a l usage. 

15 A. No. T h i s i s one o f t h e customers t h a t 

16 does n o t have c o n t i n u o u s i n t e r v a l demand m e t e r i n g . 

17 The LDC--well, i t ' s a v a r i e t y o f LDCs, i n c l u d i n g 

18 PECO--presents t h e customer w i t h a l o a d p r o f i l e t h a t 

19 i s a s i m u l a t i o n o f s i m i l a r l y s i t u a t e d customers. 

2 0 I t ' s n o t t h e customer's a c t u a l usage. Then whoever 

21 i s g o i n g t o d e l i v e r t h e power and make arrangements 

22 f o r t h e power s u p p l y t o t h a t customer has t o d e l i v e r 

2 3 a c c o r d i n g t o t h a t p r o f i l e . 

24 The p o s s i b l e advantage o f m e t e r i n g , 

25 c o n t i n u o u s i n t e r v a l demand m e t e r i n g i n t h i s case, i s 
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1 t o d e t e r m i n e i s i t more e f f i c i e n t t o serve t h e 

2 customer based on t h e a c t u a l usage r a t h e r t h a n t h e 

3 p r o f i l e . 

4 MR. MILLER: Thank you. I have n o t h i n g 

5 f u r t h e r . 

6 JUDGE RAINEY: Thank you. 

7 F u r t h e r c r o s s - e x a m i n a t i o n ? Mr. D o l l . 

8 MR. DOLL: I have a few q u e s t i o n s . 

9 CROSS-EXAMINATION 

10 BY MR. DOLL: 

11 Q. Good morning, Mr. Freeman. 

12 A. Good morning. 

13 Q. You may r e c a l l . I r e p r e s e n t C o n e c t i v 

14 Energy. 

15 A. Yes, I do. 

16 Q. I n your c r o s s - e x a m i n a t i o n , you were 

17 d i s c u s s i n g t h e s t a n d a r d o f f e r t h a t has been made. Am 

18 I c o r r e c t t h a t t h e s t a n d a r d o f f e r i s o n l y good f o r 

19 s e r v i c e b e i n g p r o v i d e d w i t h i n t h e PECO s e r v i c e 

20 t e r r i t o r y ? 

21 A. That i s c o r r e c t . 

22 Q. I n o t h e r words, C o n e c t i v , l e t ' s say, c o u l d 

23 o n l y purchase enough energy and c a p a c i t y under y o u r 

24 s t a n d a r d o f f e r t o serve those customers t h a t we 

25 o b t a i n e d w i t h i n t h e PECO s e r v i c e t e r r i t o r y ? 
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1 A. That's c o r r e c t . 

2 Q. So, t h e n , t h i s i s n o t a g e n e r a l market 

3 p r i c e t h a t you p u t up on a b u l l e t i n b o a r d t h a t says, 

4 Here's what we're g o i n g t o s e l l a l l - i n ? 

5 A. No. I t was communicated t o a l l t h e 

6 e l e c t r i c g e n e r a t i o n s u p p l i e r s i n the r e t a i l access 

7 p i l o t programs f o r t h e PECO p i l o t . I n a d d i t i o n , t h e 

8 Power Team a d v e r t i sed an i n v i t a t i o n f o r market 

9 s o l i c i t a t i o n s f o r energy and c a p a c i t y t o be s u p p l i e d 

10 i n o t h e r p i l o t programs o t h e r t h a n PECO's. 

11 Q. But j u s t f o r t h e s t a n d a r d o f f e r , t h a t ' s 

12 o n l y i n PECO's? 

13 A. Yes. That's r i g h t . 

14 Q. Would you a l s o agree t h a t t h i s s t a n d a r d 

15 o f f e r e x p i r e s t h e day t h e p i l o t program e x p i r e s ? 

16 A. I t i s good f o r t h e 14 months o f t h e p i l o t . 

17 That's c o r r e c t . 

18 Q. Now, on Page 5 o f your t e s t i m o n y , you t a l k 

19 about t h e N a t i o n a l Energy Team m a r k e t i n g i n t h e PECO 

20 t e r r i t o r y . I f I remember c o r r e c t l y , t h a t ' s a s l i g h t 

21 d i v e r g e n c e from your e a r l i e r t e s t imony. 

22 A. Yes, i t i s . 

23 Q. I s t h e N a t i o n a l Energy Team l i c e n s e d by 

24 t h e P e n n s y l v a n i a Commission t o p r o v i d e m a r k e t i n g 

25 s e r v i c e s i n Pennsylvania? 
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22 
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24 

25 

A. I t i s . I t o p e r a t e s u n d e r PECO E n e r g y ' s 

l i c e n s e . 

Q. T h i s i s n ' t H o r i z o n ; i s i t ? 

A. No. 

Q. T h i s i s PECO E n e r g y u n d e r t h e i r l i c e n s e ? 

A. Yes, i t i s . 

Q. So t h e NET i s o p e r a t i n g u n d e r PECO's 

l i c e n s e and n o t u n d e r i t s own s e p a r a t e ? 

A. T h a t ' s c o r r e c t . 

MR. DOLL: I'm t r y i n g t o e l i m i n a t e some s t u f f 

JUDGE RAINEY: Yes. Thank y o u . 

(Pause) 

MR. DOLL: I have n o t h i n g f u r t h e r , Y o u r Honor 

JUDGE RAINEY: Thank y o u . 

Any f u r t h e r c r o s s - e x a m i n a t i o n ? 

(No a u d i b l e r e s p o n s e . ) 

JUDGE RAINEY: R e d i r e c t ? 

MR. BONNEY: C o u l d I j u s t 'have one m i n u t e . 

Y o u r Honor? 

JUDGE RAINEY: Yes. 

(Pause) 

MR. BONNEY: We have n o t h i n g f u r t h e r , Y o u r 

H o n o r . 

JUDGE RAINEY: Thank y o u , Mr. Bonney. 

Thank y o u , Mr. Freeman. You may s t a n d 
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1 down. 

2 The ne x t person on my l i s t i s Mr. P r a t z o n . 

3 MR. BONNEY: Your Honor, b e f o r e we b e g i n w i t h 

4 Mr. P r a t zon, Mr. Dworet zky and I had a c o n v e r s a t i o n . 

5 He would l i k e me t o c l a r i f y , w h i c h I'm happy t o do, 

6 t h a t those n o t i c e s were m a i l e d t o customers by b i l l 

7 i n s e r t . I b e l i e v e t h e f i r s t n o t i c e , w h i c h has been 

8 i d e n t i f i e d as Number 4, t h a t t h e r e were some runs 

9 t h a t were s t a r t e d , b u t t h e n i t was stopped as o f the 

10 date o r a couple o f days b e f o r e t h e s t i p u l a t i o n w i t h 

11 r e s p e c t t o t h a t was e n t e r e d i n t o . 

12 So I don't know t h e e x t e n t t o wh i c h t h e 

13 customers r e c e i v e d t h e f i r s t n o t i c e . I n f a c t , I'm 

14 f a i r l y c e r t a i n t h a t a l l customers d i d n o t r e c e i v e 

15 t h a t . 

16 MR. DWORETZKY: I would have no o b j e c t i o n t o 

17 t h e i n t r o d u c t i o n o f t h e second one, b u t t o t h e p o i n t 

18 o f i n t r o d u c i n g a not i c e t h a t was not g i v e n - -

19 MR. BONNEY: That's f i n e w i t h me, Your Honor. 

20 JUDGE RAINEY: Should we t h e n mark what i s now 

21 marked as PECO E x h i b i t Number 5 PECO E x h i b i t Number 

22 4? 

2 3 JUDGE CHESTNUT: Can we j u s t keep them t h e way 

24 t h e y are and j u s t have Four not a d m i t t e d ? 

25 MR. BONNEY: That would be f i n e , Your Honor. 
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1 F o u r was i d e n t i f i e d b u t n o t a d m i t t e d . F i v e was 

2 i d e n t i f i e d and a d m i t t e d . 

3 JUDGE RAINEY: W i t h t h a t c l a r i f i c a t i o n , a r e 

4 t h e r e any o b j e c t i o n s t o t h e a d m i s s i o n o f PECO E x h i b i t 

5 Number 5? 

6 (No a u d i b l e r e s p o n s e . ) 

7 JUDGE RAINEY: I f n o t , so a d m i t t e d . 

8 (PECO E x h i b i t 5 was a d m i t t e d . ) 

9 MR. DWORETZKY: Thank y o u , You r Honor. 

10 JUDGE RAINEY: Mr. P r a t z o n , w o u l d y o u s t a n d 

11 and r a i s e y o u r r i g h t hand, p l e a s e . 

12 DAVID J . PRATZON, c a l l e d a s a w i t n e s s , b e i n g 

13 duly sworn, t e s t i f i e d as f o l l o w s : 

14 JUDGE RAINEY: P l e a s e be s e a t e d . G i v e y o u r 

15 f u l l name and y o u r b u s i n e s s a d d r e s s f o r t h e r e c o r d . 

16 P l e a s e s p e l l y o u r l a s t name as w e l l . 

17 THE WITNESS: My name i s D a v i d J . P r a t z o n , 

18 P-R-A-T-Z-O-N. I work f o r PECO E n e r g y Company, 23 01 

19 M a r k e t S t r e e t , P h i l a d e l p h i a , P e n n s y l v a n i a . 

20 JUDGE RAINEY: Thank y o u . P l e a s e p r o c e e d . 

2 1 MS. GASTON: Your Honor, V i l n a G a s t o n f o r PECO 

22 E n e r g y . We have p r e v i o u s l y s u b m i t t e d t h e t e s t i m o n y 

23 o f D a v i d J . P r a t z o n a t PECO S t a t e m e n t 21-E. We now 

24 move i t f o r a d m i s s i o n i n t o t h e r e c o r d . 

25 JUDGE RAINEY: Any o b j e c t i o n s ? 
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1 (No a u d i b l e r e s p o n s e . ) 

2 JUDGE RAINEY: So a d m i t t e d i n t o e v i d e n c e . 

3 (PECO S t a t e m e n t 21-E was m a r k e d and a d m i t t e d . ) 

4 MS. GASTON: We've a l s o been a d v i s e d t h a t 

5 t h e r e i s no c r o s s t o Mr. P r a t z o n . However, we have 

6 some b r i e f s u r r e b u t t a l t e s t i m o n y . 

7 JUDGE RAINEY: P l e a s e p r o c e e d . 

8 MR. KOHLER: Your Honor, we w o u l d have no 

9 o b j e c t i o n t o t h a t as l o n g as we have t h e r i g h t t o 

10 r e j o i n d e r s i n c e we have t h e b u r d e n o f g o i n g f o r w a r d . 

11 JUDGE RAINEY: Okay, Mr. K o h l e r . 

12 P l e a s e p r o c e e d , Ms. G a s t o n . 

13 DIRECT EXAMINATION 

14 BY MS. GASTON: 

15 Q. Mr. P r a t z o n , I'm g o i n g t o d i r e c t y o u r 

16 a t t e n t i o n t o c e r t a i n p o r t i o n s o f ENRON w i t n e s s S t e v e n 

17 Kean's t e s t i m o n y and ask f o r y o u r s p e c i f i c r e s p o n s e . 

18 When I r e f e r t o ENRON, I am r e f e r r i n g t o ENRON E n e r g y 

19 S e r v i c e s Power, I n c . 

20 A t Page 39 o f h i s t e s t i m o n y Mr. Kean s a y s 

21 t h a t ENRON has a t t e m p t e d t o r e s p o n d t o c o n s t r u c t i v e 

22 c r i t i c i s m s a b o u t i t s p l a n and was p r e p a r e d t o 

23 e l i m i n a t e o r m o d i f y v a r i o u s c o n d i t i o n s p r e c e d e n t t o 

2 4 t h e e f f e c t i v e n e s s o f t h e p l a n . Do y o u have a 

25 r e s p o n s e t o t h a t t e s t i m o n y ? 
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1 A. I b e l i e v e t h a t t h e r e a re a number o f 

2 i m p o r t a n t c o n d i t i o n s and l i m i t a t i o n s i n t h e ENRON 

3 p l a n t h a t were n o t addressed i n Mr. Kean's t e s t i m o n y . 

4 One, f o r i n s t a n c e , t h a t seems t o me p a r t i c u l a r l y 

5 i m p o r t a n t i s ENRON's c o n t i n u i n g r e f u s a l t o a l l o w 

6 i t s e l f t o become a p u b l i c u t i l i t y i f i t i s t o be t h e 

7 p r o v i d e r o f l a s t re.sort i n the PECO s e r v i c e 

8 t e r r i t o r y . 

9 Q. Has ENRON addressed t h e i s s u e o f p u b l i c 

10 u t i l i t y s t a t u s i n d i s c o v e r y responses? 

11 A. Yes. Mr. Kean r e a f f i r m e d t h a t ENRON s t a n d 

12 i n d i s c o v e r y . 

13 Q . I ' m g o i n g t o show you a document w h i c h has 

14 p r e v i o u s l y been a d m i t t e d , which i s ENRON'S answer t o 

15 I n t e r r o g a t o r y Set 16, Qu e s t i o n 2. 

16 MR. KOHLER: I'm g o i n g t o o b j e c t . F i r s t o f 

17 a l l , I haven't seen i t . Second, i f i t ' s from our 

18 i n t e r r o g a t o r y response, she can use i t t o impeach our 

19 w i t n e s s , b u t I don't t h i n k t h i s w i t n e s s can sponsor 

2 0 i t one way o r an o t h e r . 

21 JUDGE CHESTNUT: D i d n ' t you j u s t say t h a t i t 

2 2 was a d m i t t e d i n t o t h e re c o r d ? 

23 MS. GASTON: I t was a d m i t t e d I n t o t h e r e c o r d . 

2 4 I am j u s t a s k i n g him t o i d e n t i f y --

25 JUDGE CHESTNUT: E n t e r e d i n t o t h e r e c o r d as 
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1 w h a t ? 

2 JUDGE RAINEY: As an e x h i b i t ? 

3 JUDGE CHESTNUT: What's t h e number o f t h e 

4 e x h i b i t ? 

5 MS. GASTON: I'm s o r r y . I t has n o t been 

6 a d m i t t e d . I'm g o i n g t o show i t t o o p p o s i n g c o u n s e l . 

7 I have p r e m a r k e d i t as E x h i b i t DJP-1. 

8 JUDGE CHESTNUT: C o u l d we go o f f t h e r e c o r d . 

9 T h a t ' s o k a y . N e v e r m i n d . 

10 (PECO E x h i b i t DJP-1 was p r o d u c e d and marked.) 

11 BY MS. GASTON: 

12 Q. C o u l d y o u i d e n t i f y t h e document w h i c h I 

13 have h a n d e d y o u w h i c h has been m a r k e d as E x h i b i t 

14 DJP-1? 

15 A. T h i s i s t h e 

16 MR. KOHLER: By t h e way, I ' l l w i t h d r a w t h e 

17 o b j e c t i o n . 

18 JUDGE RAINEY: Thank y o u . 

19 A. T h i s i s t h e i n t e r r o g a t o r y t h a t I was j u s t 

20 m e n t i o n i n g i n my t e s t i m o n y . 

2 1 BY MS. GASTON: 

22 Q. And c o u l d y o u j u s t r e a d t h e q u e s t i o n and 

23 t h e r e s p o n s e i n t o t h e r e c o r d , p l e a s e . 

24 JUDGE RAINEY: I'm s o r r y . We've had a 

25 p o l i c y - - a n d we may as w e l l c o n t i n u e t o f o l l o w i t - - o f 
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1 n o t h a v i n g w i t n e s s e s r e a d t h i n g s i n t o t h e r e c o r d b u t 

2 a l l o w i n g t h e documents t o speak f o r th e m s e l v e s , so we 

3 w i l l c o n t i n u e w i t h t h a t p o l i c y f o r f a i r n e s s sake. 

4 MS. GASTON: That's f i n e . 

5 BY MS. GASTON: 

6 Q. What e l s e about t he Choice Plan does 

7 Mr. Kean n o t say t h a t ENRON i s w i l l i n g t o e l i m i n a t e 

8 o r modify? 

9 A. Mr. Kean d i d n o t i n d i c a t e t h a t ENRON was 

10 w i l l i n g t o e l i m i n a t e or m o d i f y t h e p r o v i s i o n s under 

11 w h i c h t h e y c o u l d d e c l a r e a d e f a u l t under t h e Power 

12 Purchase Agreement and t h e n b e g i n t o s e l l energy t o 

13 d e f a u l t s e r v i c e customers a t market r a t e s , t h u s 

14 removing t h e r a t e cap p r o t e c t i o n i n t h e o r i g i n a l 

15 p l a n . 

16 Q. And have you i d e n t i f i e d a n y t h i n g e l s e t h a t 

17 Mr. Kean does not say t h a t ENRON i s w i l l i n g t o 

18 e l i m i n a t e o r m o d i f y about t he Choice Plan? 

19 A. ENRON c o n t i n u e s t o have i n t h e i r Power 

20 Purchase Agreement a r e g u l a t o r y o u t - c l a u s e t h a t would 

21 a l l o w them t o cance1 t h e agreement on o n l y 15 days' 

22 n o t i c e , w h i c h c o u l d have t h e same e f f e c t on 

23 customers. 

24 Q. What c o n c l u s i o n s do you draw, i f any, 

25 about what ENRON has n o t s a i d i t i s w i l l i n g t o 
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1 e l i m i n a t e o r m o d i f y i n i t s Choice Plan? 

2 A. My c o n c l u s i o n i s t h a t ENRON i s t r y i n g t o 

3 g i v e an appearance o f a w i l l i n g n e s s t o change t h e i r 

4 p l a n . However, t h e r e are s t i l l so many escape 

5 c l a u s e s and p r o v i s i o n s i n t h e p l a n t h a t n o t o n l y 

6 would be u n a c c e p t a b l e t o PECO i n a b u s i n e s s sense b u t 

7 c o u l d a l s o serve t o emasculate t h e r a t e cap o f f e r i n g s 

8 i n t h e p l a n i t s e l f and a l s o l i m i t t h e a b i l i t y o f t h e 

9 P u b l i c U t i l i t y Commission t o r e g u l a t e ENRON'S s e r v i c e 

10 as p r o v i d e r o f l a s t r e s o r t . 

11 Q. At Page 3 7 o f h i s t e s t i m o n y , Mr. Kean says 

12 t h a t "ENRON i s n o t g e t t i n g a ' c a l l ' on g e n e r a t i o n f o r 

13 any purpose o t h e r t h a n s e r v i n g t h e f u l l r e q u i r e m e n t s 

14 o f customers i n PECO's s e r v i c e t e r r i t o r y . T h i s 

15 s c e n a r i o i s no d i f f e r e n t t h a n t h e c u r r e n t s i t u a t i o n 

16 i n w h i c h a l l o f th e customers i n PECO's s e r v i c e . 

17 t e r r i t o r y have a ' c a l l ' on energy from PECO a t 

18 t a r i f f e d r a t e s . " Do you agree w i t h Mr. Kean? 

19 A. No. The d i f f e r e n c e between o p e r a t i o n s 

20 t o d a y and under r e t a i l c h o i c e and f u r t h e r under t h e 

21 ENRON p r o p o s a l are l i k e day and n i g h t . 

2 2 C u r r e n t l y , a l l customers i n t h e PECO 

23 s e r v i c e t e r r i t o r y are PECO's f r a n c h i s e d customers. 

24 They must r e c e i v e t h e i r energy s e r v i c e s from PECO. 

2 5 Under any r e t a i l c h o i c e regime, some customers w i 1 1 
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1 choose a l t e r n a t e s u p p l i e r s , and t h e p r o v i d e r o f l a s t 

2 r e s o r t w i l l o n l y be s e r v i n g t h e remainder o f those 

3 customers. 

4 Under t h e p a r t i a l s e t t l e m e n t , PECO, as 

5 p r o v i d e r o f l a s t r e s o r t , has t h e o b l i g a t i o n t o serve 

6 a l 1 o f those customers. I t , however, has t h e 

7 c a p a b i l i t y t o make arrangements i n d e p e n d e n t l y t o meet 

8 those and, t h u s , manage t h e r i s k s o f p r o v i s i o n o f 

9 energy t o those p r o v i d e r - o f - l a s t - r e s o r t customers. 

10 Under t h e ENRON p l a n , ENRON has i n s e r t e d 

11 i t s e l f between PECO under the PPA agreement and 

12 customer needs. For t h e o p t i o n a l s e r v i c e customers, 

13 ENRON has an o p t i o n t o r e q u e s t PECO t o s u p p l y energy 

14 o r , a c t u a l l y , t o demand t h a t PECO s u p p l y energy f o r 

15 t h e s e customers, b u t i t does n o t have an o b l i g a t i o n 

16 t o purchase t h e energy f r o m PECO. 

17 That t r e m e n d o u s l y i n c r e a s e s PECO's r i s k i n 

18 b e i n g a b l e t o manage i t s g e n e r a t i o n p o r t f o l i o t o 

19 p r o v i d e energy f o r the cus tomers under t h e ENRON PPA 

2 0 w h i l e s t i l l t r y i n g t o remain e c o n o m i c a l l y v i a b l e . 

21 Q. I n your t e s t i m o n y a t PECO Statement 21-E, 

2 2 you s t a t e t h a t 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 PECO 

23 would be e n t i t l e d t o r e c o v e r a r e s e r v a t i o n f e e f o r 

24 t h e energy and c a p a c i t y used t o s a t i s f y ENRON'S 

25 o p t i o n a l r e q u i r e m e n t s . What does Mr. Kean say about 
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1 PECO's a b i l i t y t o r e c o v e r a r e s e r v a t i o n fee? 

2 A. Mr. Kean s t a t e s t h a t PECO s h o u l d g e t no 

3 r e s e r v a t i o n f e e f o r the c a l l o p t i o n t h a t ENRON i s 

4 making on PECO g e n e r a t i o n . 

5 Q. Do you u n d e r s t a n d t h a t Mr. Kean has 

6 t e s t i f i e d t h a t r e s e r v a t i o n f e e s are n o t a p p r o p r i a t e 

7 f o r c a l l c o n t r a c t s ? 

8 A. No. I b e l i e v e t h a t Mr. Kean says t h a t i n 

9 a c o m p e t i t i v e s i t u a t i o n a r e s e r v a t i o n f e e would be a 

10 t y p i c a l p r a c t i c e b u t t h a t he b e l i e v e s t h e r e s h o u l d be 

11 no r e s e r v a t i o n f e e i n t h i s case. 

12 Q. What do you u n d e r s t a n d t o be t h e t h e o r y 

13 u n d e r l y i n g Mr. Kean's i n s i s t e n c e o f no r e s e r v a t i o n 

14 fee f o r PECO? 

15 A. I b e l i e v e t h a t Mr. Kean's t h e o r y i s t h a t 

16 because PECO i s r e c e i v i n g s t r a n d e d c o s t payments 

17 t h a t , t h e r e f o r e , ENRON -should be a b l e t o have a c a l l 

18 on PECO's e n t i r e g e n e r a t i o n p o r t f o l i o i n o r d e r t o 

19 serv e customers under t h e PPA. 

20 Q. At Page 37 o f h i s t e s t i m o n y , Mr. Kean 

21 says, 11 PECO i s f u l l y compensated f o r i t s agreed upon 

22 s t r a n d e d i n v e s t m e n t s under t he Choice Pl a n . That i s , 

23 PECO i s g e t t i n g p a i d f o r t h e v e r y f a c i l i t i e s w h i c h 

24 s h o u l d be used t o s u p p l y ENRON under t h e PPA. No 

25 a d d i t i o n a l r e s e r v a t i o n f e e s are necessary o r 
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1 a p p r o p r i a t e . " I s t h a t t h e t e s t i m o n y f o r m i n g t h e 

2 b a s i s o f yo u r l a s t answer? 

3 A. Yes, i t i s . 

4 Q. Do you have a response t o Mr. Kean's 

5 t e s t i m o n y ? 

6 A. Mr. Kean seems t o be c o n f u s i n g t h e i d e a o f 

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

8 g e n e r a t i o n . My u n d e r s t a n d i n g i s t h a t s t r a n d e d c o s t s 

9 a r e t o b e r e c o v e r e d by a u t i l i t y t o make up f o r t h e 

10 sum c o s t o f g e n e r a t i o n a s s e t s t h a t c o u l d no l o n g e r be 

11 r e c o v e r e d under a f r e e - m a r k e t s i t u a t i o n . 

12 There i s s t i l l As I b e l i e v e o t h e r 

13 w i t n e s s e s have t e s t i f i e d t h i s morning, i n a d d i t i o n t o 

14 j u s t t h e c o s t o f energy, t h e r e are t h e f i x e d market 

15 c o s t s o f b u i l d i n g and m a i n t a i n i n g g e n e r a t i o n . Those 

16 have t o be r e c o v e r e d by a u t i l i t y o r any g e n e r a t i o n 

17 s u p p l i e r i n o r d e r t o remain e c o n o m i c a l l y v i a b l e . 

18 Q. What e f f e c t does the Power Purchase 

19 Agreement's d e n i a l o f a r e s e r v a t i o n f e e t o PECO have 

20 on PECO? 

21 A. ENRON'S a b i l i t y t o make a c a l l on PECO 

22 g e n e r a t i o n w h i l e p a y i n g no r e s e r v a t i o n f e e e x t r a c t s a 

23 l a r g e v a l u e from PECO a t no c o s t t o ENRON. Under t h e 

2 4 Power Purchase Agreement, ENRON c o u l d choose t o t a k e 

25 energy from -- no t choose t o t a k e energy, b u t c o u l d 
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1 choose t o demand energy from PECO t o serve i t s 

2 o p t i o n a l customers even on an hour-by-hour b a s i s . 

3 What t h i s does i s i t e l i m i n a t e s PECO's 

4 a b i l i t y t o s e l l a l a r g e share o f i t s r e s o u r c e s i n t o 

5 t h e g e n e r a l markets and r e l e g a t e s PECO t o o n l y b e i n g 

6 a b l e t o make n o n - f i r m spot market s a l e s a f t e r ENRON 

7 has made i t s f i n a l d e t e r m i n a t i o n . 

8 T h i s would have a tremendous n e g a t i v e 

9 e f f e c t on PECO's a b i l i t y t o manage i t s r i s k s i n 

10 t r y i n g t o earn enough money t o pay f o r t h e expenses 

11 o f i t s g e n e r a t i o n p l a n t . 

12 Q. At Page 35 o f h i s t e s t i m o n y , Mr. Kean 

13 says, ENRON b e l i e v e s t h a t t h e proposed terms o f t h e 

14 PPA are l i k e l y t o be s u b s t a n t i a l l y s i m i l a r t o t h e PPA 

15 t h a t PECO would e n t e r i n t o w i t h i t s s u p p l i e r i f t h e 

16 p a r t i a l s e t t l e m e n t was approved by t h e Commission. 

17 Do you have a response t o Mr. Kean? 

18 A. I d i s a g r e e . I can't b e l i e v e t h a t any 

19 s u p p l i e r would v o l u n t a r i l y o r i n d e p e n d e n t l y e n t e r 

20 i n t o such a c o n t r a c t , i f f o r no o t h e r reason t h a n t h e 

21 i s s u e o f t h e f r e e c a l l and the l o s s o f v a l u e t h a t a 

2 2 s u p p l i e r s u f f e r s under t h i s t y p e o f o p t i o n agreement. 

23 Q. At Page 39 o f h i s t e s t i m o n y , Mr. Kean says 

2 4 t h a t ENRON b e l i e v e s t h a t b o t h t h e Power Purchase 

25 Agreement and t h e MBC s e r v i c e s agreement r e f l e c t 
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1 t y p i c a l terms and c o n d i t i o n s f o r agreements o f t h i s 

2 t y p e . Do you agree w i t h Mr. Kean? 

3 A. No. Agai n , I d i s a g r e e . I r e a l l y see 

4 these two agreements as o n e - o f - a - k i n d - t y p e 

5 agreements. J u s t as q u i c k examples, I do n o t b e l i e v e 

6 t h a t i n a t y p i c a l power purchase and s a l e s agreement 

7 i t would be t h e buyer s o l e l y s e t t i n g t h e r a t e f o r t h e 

8 power. 

9 I do n o t b e l i e v e i n a power s a l e s 

10 agreement w i t h c a l l p r o v i s i o n s t h a t t h e r e would be no 

11 r e s e r v a t i o n f e e p a i d t o r e c o g n i z e t h e v a l u e o f t h e 

12 c a l l o p t i o n t h a t t h e buyer has. 

13 A l s o , i n t y p i c a l power purchase and s a l e s 

14 agreements, t h e r e are s c h e d u l i n g and o t h e r p l a n n i n g 

15 p r o c e d u r e s t h a t are p a r t o f t h e agreement. Those are 

16 n o t a b l y absent i n t h e ENRON PPA. 

17 Q. Did you conduct any r e v i e w o f a Power 

18 Purchase Agreement by ENRON Power M a r k e t i n g i n 

19 c o n n e c t i o n w i t h y o u r t e s t i m o n y today? 

2 0 A. Yes. PECO had made a r e q u e s t from ENRON 

21 f o r t y p i c a l power purchase agreements s i n c e t h e y were 

22 d i s c u s s e d i n Mr. Kean's t e s t i m o n y , and y e s t e r d a y 

23 ENRON's co u n s e l produced what t h e y d e f i n e d as an 

2 4 exemplar o f a power s a l e s agreement t h a t ENRON might 

2 5 make w i t h a n o t h e r e n t i t y . I d i d have a chance t o 
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1 r e v i e w t h a t t o l o o k a t t h e p r i c i n g components t h a t 

2 ENRON would propose i n t h i s exemplar agreement. 

3 Q. What was t h e purpose o f your e x a m i n a t i o n ? 

4 A. I t was p r i m a r i l y t o l o o k t o see i f ENRON, 

5 as a s e l l e r o f energy and o t h e r power s e r v i c e s , 

6 b e l i e v e d t h a t t h e r e was a v a l u e i n h a v i n g an o p t i o n 

7 o f a buyer t o purchase energy o r n o t , whether t h e y 

8 p l a c e d a v a l u e on t h a t t h a t showed up i n t h e 

9 c o n t r a c t . 

10 Q. What were t h e f i n d i n g s o f yo u r 

11 e x a m i n a t i o n ? 

12 A. The ENRON exemplar c o n t r a c t i n c l u d e d 

13 p r o v i s i o n s f o r ENRON as s e l l e r t o r e c o v e r b o t h a 

14 f i x e d charge and an energy charge based on t h e amount 

15 o f energy t h a t was a c t u a l l y r e c e i v e d . 

16 So, from t h a t , I conclude t h a t ENRON 

17 b e l i e v e s t h e r e i s a v a l u e i n a buyer b e i n g a b l e t o 

18 have an o p t i o n t o r e c e i v e energy a t t h e i r r e q u e s t and 

19 t h a t t h a t v a l u e has t o be t r a n s f e r r e d t o t h e s e l l e r . 

2 0 Q. At Page 3 9 o f h i s t e s t i m o n y , Mr. Kean says 

21 ENRON would be w i l l i n g t o d i s c u s s w i t h PECO any 

22 r e a s o n a b l e o b j e c t i o n s t h a t i t may have t o t h e terms 

23 o f t h e Power Purchase Agreement. Do you have a 

24 response f o r Mr. Kean? 

25 A. While I b e l i e y e t h a t ENRON mi g h t be 
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1 w i l l i n g t o d i s c u s s d i f f e r e n c e s , I t h i n k t h a t ' s f a r 

2 d i f f e r e n t f r o m ENRON perhaps a g r e e i n g t o make any 

3 changes. 

4 I would note t h a t i n my t e s t imony I ment i o n e d a 

5 number o f o m i s s i o n s , problems, o r o t h e r concerns w i t h 

6 t h e Power Purchase Agreement, and i n Mr. Kean's 

7 r e b u t t a l t e s t i m o n y , my comments were e i t h e r g l o s s e d 

8 over o r i g n o r e d , p r i m a r i l y . From t h a t , I would 

9 q u e s t i o n ENRON'S s e r i o u s n e s s i n more t h a n l i s t e n i n g 

10 t o c o m p l a i n t s and a c t u a l l y d o i n g a n y t h i n g about i t . 

11 Q. Does t h a t conclude y o u r t e s t i m o n y ? 

12 A. Yes, i t does. 

13 MS. GASTON: The w i t n e s s i s now a v a i l a b l e f o r 

14 c r o s s . 

15 JUDGE RAINEY: Do you want t o move i n h i s 

16 t e s t i m o n y ? 

17 MS. GASTON: Yes, I do, as w e l l as t h e DJP-1. 

18 JUDGE RAINEY: Any o b j e c t i o n s ? 

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

20 JUDGE RAINEY: So a d m i t t e d i n t o e v i d e n c e . 

21 Cross -examinat i o n . 

2 2 MR. KOHLER: Your Honor, because o f t h e 

2 3 e x t e n s i v e n a t u r e o f the o r a l t e s t i m o n y , we would l i k e 

2 4 f i v e m i n u t e s t o 

25 JUDGE RAINEY: Yes. W e l l , a c o u p l e m i n u t e s , 
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1 two m i n u t e s . 

2 (Pause) 

3 JUDGE RAINEY: Are we ready t o proceed, 

4 Mr. Ko h l e r ? 

5 MR. KOHLER: Yes, Your Honor. My 

6 ' u n d e r s t a n d i n g i s w e ' l l have an o p p o r t u n i t y f o r o r a l 

7 r e j o i n d e r tomorrow by Mr. Kean. Mr. Kean i s n o t 

8 her e , so he would have t h e o p p o r t u n i t y t o r e v i e w t h e 

9 t r a n s c r i p t and --

10 JUDGE RAINEY: Was t h a t worked out by t h e 

11 p a r t i e s ? I don't want us t o g e t bogged down as f a r 

12 as t h e schedule i s concerned. Do we have t i m e f o r 

13 t h a t ? I s t h e r e any obj e c t i o n f r o m t h e p a r t i e s w i t h 

14 r e s p e c t t o t h a t ? 

15 MR. KOHLER: Your Honor, j u s t t h e p o i n t t h a t 

16 we have t h e burden o f g o i n g f o r w a r d h e r e . Under 

17 e v e r y PUC p r o c e e d i n g I've ever been i n v o l v e d i n , t h a t 

18 means, e s s e n t i a l l y , we g e t t h e l a s t word. They asked 

19 f o r o r a l s u r r e b u t t a l . We d i d n o t o b j e c t . As l o n g as 

20 we g e t o r a l r e j o i n d e r , I b e l i e v e t h a t ' s a p p r o p r i a t e . 

21 JUDGE RAINEY: I s t h e r e any o b j e c t i o n t o t h a t ? 

2 2 MR. SHIELDS: No, we have no ob j e c t i o n . I 

2 3 mean g i v e n t h e e x t e n s i v e n a t u r e o f t h a t o r a l 

24 s u r r e b u t t a l t e s t i m o n y , I t h i n k i t would be 

25 i n a p p r o p r i a t e f o r us t o o b j e c t t o t h a t . 
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JUDGE RAINEY: That's f i n e . We w i l l a l l o w t h e 

o r a l r e j o i n d e r , and the p a r t i e s can work o ut among 

themselves w i t h r e s p e c t t o t h e schedule where t h a t 

w i t n e s s would appear. 

Mr. K o h l e r . 

CROSS-EXAMINATION 

BY MR. KOHLER: 

Q. Mr. P r a t z o n , you t a l k e d b r i e f l y about t h e 

p o t e n t i a l r e l a t i o n s h i p between PECO and i t s s u p p l i e r 

a f f i l i a t e i f i t were p r o v i d e r o f l a s t r e s o r t , and you 

compared t h a t w i t h i f ENRON was p r o v i d e r o f l a s t 

r e s o r t . There would be a PPA, wou l d n ' t t h e r e , 

between PECO as p r o v i d e r o f l a s t r e s o r t and t h e 

s u p p l i e r a f f i l i a t e ; i s t h a t r i g h t ? 

A. C e r t a i n l y PECO, the l o c a l d i s t r i b u t i o n 

company t h a t had t h e p r o v i d e r - o f - l a s t - r e s o r t 

r e s p o n s i b i 1 i t i e s , would have t o have power purchase 

arrangements w i t h whatever s u p p l i e r s i t chose t o d e a l 

w i t h . 

Q. Do you know whether t h a t agreement would 

be i n w r i t t e n form? 

A. I would c e r t a i n l y assume t h a t i t would be. 

Q. And would you be i n v o l v e d i n p u t t i n g 

t o g e t h e r t h a t arrangement? 

A. I t ' s p o s s i b l e , yes. 
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1 Q. And has t h a t agreement been developed t o 

2 date? 

3 A. No, i t has n o t . 

4 Q. Do you know whether t h a t agreement would 

5 i n c l u d e a r e s e r v a t i o n f e e from PECO t o i t s a f f i l i a t e ? 

6 A. We11, f i r s t j u s t l e t me c l e a r up 

7 r e s e r v a t i o n f e e . You're s a y i n g from PECO, t h e buyer 

8 o f energy, t o whoever t h e s e l l e r o f energy was. I 

9 would assume, yes, t h a t t h e r e would be some 

10 r e s e r v a t i o n f e e i n v o l v e d . 

11 Q. Have you been i n v o l v e d i n any d i s c u s s i o n s 

12 where t h a t i s s u e was addressed? 

13 A. No, I have n o t . 

14 Q. Do you know f o r sure one way o r an o t h e r ? 

15 A. As I had s a i d , t h e LDC has n o t i s s u e d an 

16 RFP o r o t h e r r e q u e s t t o g e t o f f e r s t o s u p p l y energy 

17 f o r i t s p r o v i d e r - o f - l a s t - r e s o r t r o l e . So i t would 

18 c e r t a i n l y be premature t o 

19 Q. So the d e c i s i o n hasn't been made y e t ; i s 

20 t h a t r i g h t ? 

21 A. Which d e c i s i o n ? 

22 Q. The d e c i s i o n whether PECO as p r o v i d e r o f 

23 l a s t r e s o r t would pay i t s a f f i l i a t e s u p p l i e r a 

2 4 r e s e r v a t i o n f e e . 

25 A. I would say t h a t i t would be l i k e l y t h a t 
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1 PECO as p r o v i d e r o f l a s t r e s o r t would be p a y i n g a 

2 r e s e r v a t i o n f e e t o whoever i t s s u p p l i e r s were. 

3 Q. I n c l u d i n g i t s a f f i l i a t e ? 

4 A. I f i t s a f f i l i a t e were a s u c c e s s f u l b i d d e r 

5 i n t o t h a t RFP i f one s h o u l d be i s s u e d , yes. 

6 Q. But you would agree t h a t t h a t d e c i s i o n 

7 hasn ' t been made y e t ; r i g h t ? 

8 A. PECO has n o t y e t i s s u e d an RFP. 

9 MS. GASTON: O b j e c t i o n . Asked and answered. 

10 MR. KOHLER: I don't t h i n k he answered t h e 

11 f i r s t t i m e , Your Honor. 

12 JUDGE RAINEY: Would you r e p e a t t h e q u e s t i o n 

13 a g a i n , Mr. K o h l e r . 

14 MR. KOHLER: Your Honor, he might have j u s t 

15 answered i t r i g h t t h e n . I ' l l a ccept t h a t answer. 

16 JUDGE RAINEY: There was an o u t s t a n d i n g 

17 o b j e c t i o n t o t h e q u e s t i o n . Could you r e a d t h e 

18 q u e s t i o n back. 

19 ( Q u e s t i o n r e a d by c o u r t r e p o r t e r . ) 

20 JUDGE RAINEY: I ' l l o v e r r u l e t h e o b j e c t i o n . 

21 That was answered? 

22 MR. KOHLER: Your Honor, I b e l i e v e i t ' s 

2 3 a l r e a d y been answered. 

24 JUDGE RAINEY: Court R e p o r t e r , what was t h e 

25 answer t o t h a t q u e s t i o n ? 
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1 ( I n d i c a t e d answer read by c o u r t r e p o r t e r . ) 

2 JUDGE RAINEY: Thank you. 

3 Please proceed, Mr. K o h l e r . 

4 BY MR. KOHLER: 

5 Q. And because o f t h a t , t h e d e c i s i o n h a s n ' t 

6 been made; i s t h a t r i g h t ? 

7 A. No. Again, t h e d e c i s i o n i s --

8 Q. The d e c i s i o n as t o whether PECO t h e 

9 p r o v i d e r o f l a s t r e s o r t w i l l pay i t s a f f i l i a t e d 

10 s u p p l i e r a r e s e r v a t i o n f e e . 

11 A. No d e c i s i o n has been made. My s t a t e m e n t 

12 i s t h a t i t would be t y p i c a l o r I would expect t h a t i n 

13 t h i s t y p e o f c o n t r a c t a r e s e r v a t i o n f e e would be a 

14 p a r t o f t h e f i n a n c i a l arrangements. 

15 Q. You t a l k e d a l i t t l e b i t about t h e PPA 

16 c o n t r a c t t h a t ENRON p r o v i d e d p u r s u a n t t o a r e q u e s t by 

17 PECO; i s t h a t r i g h t ? 

18 A. Not a PPA c o n t r a c t , b u t a power s a l e s 

19 c o n t r a c t t h a t was i d e n t i f i e d as an exemplar as used 

20 by ENRON Power M a r k e t i n g , t h e ENRON- w h o l e s a l e 

21 p r o v i d e r . 

2 2 Q. Were any o f those c o n t r a c t s r e l a t e d t o t h e 

23 p r o v i s i o n o f s e r v i c e as p r o v i d e r o f l a s t r e s o r t ? 

24 A. There was a s i n g l e c o n t r a c t o f f e r e d . No, 

2 5 i t d i d not s p e c i f i c a l l y m ention p r o v i d e r o f l a s t 
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1 r e s o r t . 

2 Q. Under the p a r t i a l s e t t l e m e n t , i s PECO 

3 w a i v i n g i t s r i g h t t o any o f the s t a t u t o r y 

4 o p p o r t u n i t i e s f o r e x t r a o r d i n a r y r a t e r e l i e f ? 

5 MS. GASTON: O b j e c t i o n , Your Honor, t o t h e 

6 e x t e n t i t c a l l s f o r a l e g a l o p i n i o n f r o m t h i s 

7 w i t n e s s . 

8 JUDGE RAINEY: To t h e e x t e n t t h a t t h e w i t n e s s 

9 knows t h e answer, you can answer the q u e s t i o n . 

10 MS. GASTON: I t ' s a l s o o u t s i d e t h e scope o f --

11 JUDGE RAINEY: I'm g o i n g t o o v e r r u l e t h e 

12 o b j e c t i o n . 

13 A. I t ' s o u t s i d e t h e scope o f my knowledge. 

14 BY MR. KOHLER: 

15 Q. You don't know whether t h e y ' r e w a i v i n g any 

16 o f t h e exemptions t o the r a t e cap? 

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

18 Q. You t a l k e d a l i t t l e b i t about l o a d 

19 p r o v i d e d t o what ENRON c a l l s t r a n s i t i o n a l customers 

20 and l o a d t h a t ' s p r o v i d e d t o customers who l e a v e t h e 

21 p r o v i d e r o f l a s t r e s o r t and r e t u r n . Do you r e c a l l 

22 t h a t t e s t i m o n y ? 

23 A. Yes. 

24 Q. Do you know how much l o a d I s p r o j e c t e d t o 

2 5 be p r o v i d e d t o t r a n s i t i o n a l customers as compared t o 
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1 l o a d f o r customers who l e a v e and r e t u r n ? 

2 A. No, I do n o t . 

3 Q. Would you expect t h a t t h e l o a d r e l a t e d t o 

4 t r a n s i t i o n a l customers would be much l a r g e r , a t l e a s t 

5 i n t h e e a r l y stages of t r a n s i t i o n ? 

6 A. I t h i n k t h a t depends on how q u i c k l y 

7 customers who have t h e o p p o r t u n i t y t o choose a 

8 d i f f e r e n t s u p p l i e r would make t h a t c h o i c e . C e r t a i n l y 

9 i n t h e e a r l y p a r t o f t h e i m p l e m e n t a t i o n o f c h o i c e 

10 where o n e - t h i r d o f t h e customers s t i l l cannot choose 

11 d u r i n g t h e f i r s t y e ar, t h a t w i l l be t h e main group o f 

12 t r a n s i t i o n a l d e f a u l t customers f o r t h a t p e r i o d . 

13 How t h a t would r e l a t e t o customers who 

14 m i g h t opt f o r a n o t h e r s u p p l i e r and come back q u i c k l y 

15 o r who might be i n t h e c a t e g o r y t h a t o p t s b u t chooses 

16 n o t t o s e l e c t a s u p p l i e r and, t h e r e f o r e , are s t a n d a r d 

17 d e f a u l t customers and, t h e r e f o r e , under t h e o p t i o n a l 

18 arrangement, t h a t ' s c o r r e c t . 

19 Q. Given t h e f a c t t h a t a t h i r d a r e n ' t 

20 e l i g i b l e , w o u l d n ' t you expect t h a t t h e l o a d r e l a t e d 

21 t o t r a n s i t i o n a l customers would be much g r e a t e r , a t 

22 l e a s t i n t h e e a r l y years? 

23 A. D u r i n g t h e f i r s t y e a r , t h a t ' s a s t r o n g 

24 p o s s i b i l i t y , yes. 

2 5 Q. Do you f r e q u e n t l y r e v i e w PPA agreements? 
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Are you f a m i l i a r w i t h a wide v a r i e t y o f th o s e 

agreements? 

A. I have r e v i e w e d a number o f agreements 

t h a t PECO has e n t e r e d , yes. 

Q. And you spoke a l i t t l e b i t about 

r e g u l a t o r y o u t - c l a u s e s . Would you c o n s i d e r t h a t t y p e 

of p r o v i s i o n a s t a n d a r d p r o v i s i o n i n those 

agreements ? 

A. Many o f those agreements have r e g u l a t o r y 

o u t - c l a u s e s , b ut t h e y are n e i t h e r as e x t e n s i v e nor as 

one -s i d e d as t h e one proposed i n t h e ENRON PPA. 

MR. KOHLER: N o t h i n g f u r t h e r , Your Honor. 

JUDGE RAINEY: Thank you. 

Any f u r t h e r c r o s s - e x a m i n a t i o n ? 

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

JUDGE RAINEY: Any r e d i r e c t on t h e cross? 

MS. GASTON: May I j u s t have a minute? 

JUDGE RAINEY: Yes. 

(Pause) 

MS. GASTON: I j u s t have one r e d i r e c t . 

REDIRECT EXAMINATION 

BY MS. GASTON: 

Q. Mr. P r a t z o n , under t h e p a r t i a l s e t t l e m e n t 

i s i t your u n d e r s t a n d i n g t h a t t h e r e would be one PPA 

between PECO and a s u p p l i e r a f f i l i a t e ? 
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1 A. No. My u n d e r s t a n d i n g i s t h a t PECO, t h e 

2 l o c a l d i s t r i b u t i o n company and p r o v i d e r o f l a s t 

3 r e s o r t , c o u l d e n t e r i n t o agreements w i t h as many 

4 s u p p l i e r s as necessary t o serve i t s needs as p r o v i d e r 

5 o f l a s t r e s o r t . 

6 JUDGE RAINEY: Thank you. I f t h e r e ' s n o t h i n g 

7 f u r t h e r f o r t h i s w i t n e s s --

8 MR. CLEARFIELD: J u s t a moment. 

9 JUDGE RAINEY: I'm s o r r y . 

10 (Pause) 

11 MR. KOHLER: Two q u e s t i o n s . 

12 RECROSS EXAMINATION 

13 BY MR. KOHLER: 

14 Q. The f i r s t one i s t h a t you f u l l y e x p e c t 

15 t h a t one o f those PPAs w i l l be w i t h an a f f i l i a t e d 

16 s u p p l i e r ; i s t h a t r i g h t ? 

17 MS. GASTON: O b j e c t i o n , Your Honor. I t h i n k 

18 i t c a l l s f o r s p e c u l a t i o n . He hasn't e s t a b l i s h e d a 

19 b a s i s f o r t h i s w i t n e s s t o expect t h a t t h e r e w i l l be a 

20 PPA and t h e r e w i l l be one w i t h t h e a f f i l i a t e . 

21 MR. KOHLER: Your Honor, I - -

22 JUDGE RAINEY: I'm g o i n g t o o v e r r u l e t h e 

23 o b j e c t i o n . Please proceed. 

24 A. Would you mind r e p e a t i n g t h e q u e s t i o n . 

25 BY MR. KOHLER: 
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1 Q. You would f u l l y e x p e c t , wouldn't you, s i r , 

2 t h a t one o f t h e PPAs t h a t you spoke o f i n your 

3 r e d i r e c t would be w i t h an a f f i l i a t e d s u p p l i e r ; i s 

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

5 A . I would c e r t a i n l y expect t h a t an 

6 a f f i l i a t e d PECO s u p p l i e r would b i d a g g r e s s i v e l y t o be 

7 s u c c e s s f u l i n the s o l i c i t a t i o n . 

8 Q. And t h a t would l i k e l y be t h e a f f i l i a t e d 

9 s u p p l i e r t h a t owns t h e g e n e r a t i o n a s s e t s ; i s t h a t 

10 c o r r e c t , s i r ? 

11 A. Yes. 

12 Q. You t a l k e d about PPAs w i t h o t h e r s u p p l y 

13 sources o t h e r t h a n t h e a f f i l i a t e d s u p p l i e r ; i s t h a t 

14 r i g h t ? 

15 MS. GASTON: Obj e c t i o n . Your Honor. That's 

16 beyond t h e scope of my c r o s s . I o n l y c r o s s e d on one 

17 p o i n t , one q u e s t i o n . He's g o i n g beyond t h a t . 

18 MR. KOHLER: The answer was t h e r e were o t h e r 

19 PPAs o t h e r t h a n w i t h t h e a f f i l i a t e d s u p p l i e r . 

2 0 JUDGE RAINEY: I'm g o i n g t o o v e r r u l e t h e 

21 o b j e c t i o n . 

2 2 BY MR. KOHLER: 

23 Q. Would t h e r e be any l o s t o p p o r t u n i t y c o s t s 

24 r e l a t e d t o t h a t p o r t i o n o f t h e l o a d purchased by 

25 PECO? 
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1 A. I don't f o l l o w y our q u e s t i o n . 

2 Q. You t a l k e d about l o s t o p p o r t u n i t y c o s t s 

3 r e l a t e d t o e n t e r i n g i n t o t h e PPA w i t h ENRON; i s t h a t 

4 r i g h t ? 

5 A. That's r i g h t . 

6 Q. That w o u l d n ' t a p p l y t o --

7 MR. KOHLER: One min u t e . Your Honor. 

8 (Pause) 

9 MR. KOHLER: N o t h i n g f u r t h e r , Your Honor. 

10 JUDGE RAINEY: I s t h e r e a n y t h i n g f u r t h e r o f 

11 t h i s w i t n e s s ? 

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

13 JUDGE RAINEY: I f n o t , thank you, Mr. P r a t z o n . 

14 You may s t e p down. 

15 The next w i t n e s s I have on my l i s t i s 

16 Dr. Hieronymus. 

17 MR. SHIELDS: I f I may n o t e , I see my 

18 c o - p r o s e c u t o r , Mr. Mickens, i n t h e c o u r t r o o m . I 

19 suspect w e ' l l have t h e p r o v e r b i a l OTS changing o f t h e 

2 0 guard. Maybe now would be --

21 JUDGE RAINEY: I beg your pardon. 

22 MR. SHIELDS: I want t o have an o p p o r t u n i t y t o 

23 c o n f e r w i t h him f o r a second. 

24 JUDGE RAINEY: Yes. O f f t h e r e c o r d . 

25 (Pause) 
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1 JUDGE RAINEY: Mr. Trask. 

2 MR. TRASK: Noel Trask f o r PECO Energy. 

3 Y e s t e r d a y d u r i n g t h e t e s t i m o n y o f Mr. Sidak t h e r e was 

4 an e x h i b i t t h a t we d i d n ' t have enough c o p i e s o f , and 

5 we want t o i n t r o d u c e i t i n t o t h e re c o r d , now. I 

6 t h o u g h t I would g i v e two co p i e s o f i t t o t h e c o u r t 

7 r e p o r t e r and anybody e l s e who wants a copy. I 

8 b e l i e v e i t s a d m i s s i o n was moved i n t o t h e r e c o r d 

9 y e s t e r d a y . T h i s i s an amendment t o Statement 10-R. 

10 JUDGE RAINEY: Dr. Hieronymus, you have been 

11 p r e v i o u s l y sworn. The o a t h s t i l l a p p l i e s . 

12 WILLIAM H. HIERONYMUS, c a l l e d as a w i t n e s s , 

13 b e i n g d u l y sworn, t e s t i f i e d as f o l l o w s : 

14 JUDGE RAINEY: Mr. Bonney. 

15 MR. BONNEY: Thank you. Your Honor. We 

16 p r e v i o u s l y d i s t r i b u t e d t o Your Honors and t o t h e 

17 p a r t i e s t h e t e s t i m o n y o f W i l l i a m Hieronymus r e g a r d i n g 

18 t h e ENRON p r o p o s a l , and i t ' s been d e s i g n a t e d PECO 

19 Statement Number 6-E. I ask t h a t t h a t be a d m i t t e d 

2 0 i n t o t h e r e c o r d a t t h i s t i m e . 

21 JUDGE RAINEY: Any o b j e c t i o n s ? 

22 {No a u d i b l e response.) 

23 JUDGE RAINEY: H e a r i n g none, so a d m i t t e d . 

24 {PECO Statement 6-E was marked and a d m i t t e d . ) 

25 MR. BONNEY: Your Honor, we have b r i e f 
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1 s u r r e b u t t a l f o r t h i s w i t n e s s . 

2 DIRECT EXAMINATION 

3 BY MR. BONNEY: 

4 Q. Dr. Hieronymus, have you r e v i e w e d t h e 

5 r e b u t t a l t e s t i m o n y o f Dr. Bohi and Mr. S l a t e r ? 

6 A. Yes, I have. 

7 Q. I s the 5 8-percent f i g u r e t h a t Dr. Bohi 

8 c a l c u l a t e d a t Page 11 o f h i s t e s t i m o n y a r e a l o r a 

9 nom i n a l f i g u r e ? 

10 A. I t ' s a nominal f i g u r e , as a l l o f t h e 

11 f i g u r e s used by a l l of t h e p a r t i e s i n t h a t p r o c e e d i n g 

12 were. 

13 Q. So i s t h e comparison t h a t he's made 

14 between t h e 14-percent f i g u r e and the 58 - p e r c e n t 

15 f i g u r e a p p l e s and apples o r apples and oranges? 

16 A. No. They're c o m p l e t e l y -- I won't say 

17 c o m p l e t e l y u n r e l a t e d , b ut h e a v i l y u n r e l a t e d by, t o be 

18 more p r e c i s e , 10 y e a r s ' w o r t h o f i n f l a t i o n . So 

19 t h e y ' r e n o t comparable. 

20 Q. I s Dr. Bohi c o r r e c t i n s t a t i n g t h a t t h e 

21 market p r i c e o f w h o l e s a l e power must be above t h e 

22 l o n g - r u n m a r g i n a l c o s t i n t h e f i r s t few y e a r s o f t h i s 

23 t r a n s i t i o n p e r i o d ? 

24 A. No. PJM has excess c a p a c i t y , as does t he 

2 5 r e g i o n s around i t . When you have access c a p a c i t y , 
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1 you don't need t o a t t r a c t e n t r y . Indeed, you don't 

2 want t o a t t r a c t e n t r y o f g e n e r a t i o n . 

3 I f you have p r i c e s t h a t are h i g h enough t o 

4 a t t r a c t e n t r y , you w i l l g e t e n t r y . I f you don't need 

5 i t , t h e market w i l l c l e a r below t h e e n t r y p r i c e . 

6 That's e n t i r e l y a p p r o p r i a t e f o r t h i s r e l a t i v e l y b r i e f 

7 p e r i o d we're t a l k i n g about up u n t i l 2001. 

8 Q. Why i s i t a p p r o p r i a t e up t o t h a t p e r i o d ? 

9 A. Because e x i s t i n g e n t r a n t s w i l l c o n t i n u e t o 

10 -- E x i s t i n g g e n e r a t o r s w i l l c o n t i n u e t o o p e r a t e as 

11 l o n g as t h e y are i n enough o f t h e market t o a t l e a s t 

12 c o v e r t h e c o s t o f s t a y i n g open. Whereas, an e n t r a n t 

13 would have t o cover t h e c o s t o f b u i l d i n g a new 

14 f a c i l i t y . 

15 So t h e p r i c e t h a t ' s n e cessary t o keep 

16 enough e x i s t i n g g e n e r a t i o n open i s lo w e r t h a n t h e 

17 p r i c e t h a t i t t a k e s t o get new g e n e r a t i o n b u i l t . 

18 We've seen t h a t phenomena i n e x i s t i n g w h o l e s a l e 

19 m a rkets, t h a t t h e p r i c e s are below tho s e r e q u i r e d t o 

2 0 induce e n t r y , f o r t u n a t e l y . 

21 Q. I s Mr. S l a t e r ' s l o n g - r u n c o s t c a l c u l a t i o n 

2 2 a r e l e v a n t f o r e c a s t o f t h e market c l e a r i n g p r i c e ? 

23 A. No. I t e s t i f i e d a t some l e n g t h i n my p r e -

24 f i l e d 6-E as t o t h e t h i n g s I f e l t were wrong w i t h i t . 

25 I l i s t e n e d t o h i s e x p l a n a t i o n t h i s morning, and I 
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1 s t i l l d on't have any b a s i s f o r i t o t h e r t h a n s i m p l y 

2 i t ' s h i s o p i n i o n based on d i s c u s s i o n s t h a t he's had 

3 w i t h some group o f p e o p l e . 

4 I ' v e s t a t e d why I t h i n k , i n p a r t i c u l a r , 

5 t h a t t h e e s c a l a t i o n t h a t i s i n i t i s way t o o low. 

6 L a s t l y , I ' l l n o t e t h a t a c c o r d i n g t o Mr. Bohi t h i s 

7 whole f o r e c a s t may be moot because ENRON seems t o 

8 have moved away from i t and, a t any r a t e , doesn't 

9 appear t o be r e l y i n g on i t now. 

10 Q. Dr. Bohi i m p l i e s t h a t i f t h e Commission 

11 doesn't e s t a b l i s h an energy and c a p a c i t y cap t h a t i s 

12 h i g h e r t h a n l o n g - r u n m a r g i n a l c o s t s b uyers t h a t need 

13 e l e c t r i c i t y t h e most may not be a b l e t o get i t and 

14 t h a t a non-market r a t i o n i n g scheme would be r e q u i r e d . 

15 I s t h i s a l e g i t i m a t e concern, i n y o u r view? 

16 A. No. Again, I commented on t h i s i n 6-E, 

17 b u t Dr. Bohi's r e b u t t a l t e s t i m o n y seems t o i n d i c a t e 

18 t h a t he p e r s i s t s i n t h i s c o n c e p t i o n . He says, f o r 

19 example, on Page 3 t h a t t h e energy and c a p a c i t y cap 

20 i s t h e h i g h e s t p r i c e t h a t a g e n e r a t o r can r e c e i v e . 

21 The energy and c a p a c i t y cap i s a p r i c e 

22 p e r t i n e n t t o r e t a i l s u p p l i e r s , t o t h e s u p p l i e r o f 

23 l a s t r e s o r t s p e c i f i c a l l y . The p r i c e i n t h e w h o l e s a l e 

24 market i s not g o i n g t o be r e g u l a t e d by a n y t h i n g l i k e 

25 an energy and c a p a c i t y p r i c e . I t w i l l be whatever 
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1 s u p p l y and demand causes i t t o be. 

2 I f s u p p l y and demand c o n d i t i o n s are such 

3 t h a t you need t o get new e n t r y , p r i c e s w i l l r i s e h i g h 

4 enough t o have e n t r y , i r r e s p e c t i v e o f what t h e energy 

5 and c a p a c i t y cap i s . 

6 Now, as l o n g as t h e r e ' s enough g e n e r a t i o n 

7 i n t h e market f o r l o a d s t o be met, someone w i l l meet 

8 them. That's one of t h e reasons t h e r e i s a p r o v i d e r 

9 o f l a s t r e s o r t , i s t o assure t h a t whatever t h e p r i c e 

10 has t o be t h a t he has t o pay i n t h e w h o l e s a l e market 

11 t o g e t s u f f i c i e n t energy and c a p a c i t y t o meet l o a d s , 

12 he w i l l go out and pay i t . 

13 There i s u t t e r l y no reason why v i r t u a l l y 

14 i r r e s p e c t i v e o f what t h e energy and c a p a c i t y cap i s , 

15 t h e r e s h o u l d not be s u f f i c i e n t g e n e r a t i o n b r o u g h t 

16 f o r t h by a f r e e w h o l e s a l e market i n PJM and 

17 s u r r o u n d i n g areas. 

18 Q. L a s t q u e s t i o n . I s y o u r a n a l y s i s o f energy 

19 p r i c e f o r e c a s t s based on o r does i t r e l y upon 

2 0 e x i s t i n g p r i c e s o r p r i c e s t h a t are b e i n g o f f e r e d i n 

21 t h e p i l o t s i n P e n n s y l v a n i a today? 

22 A. No, i t doesn't. My a n a l y s i s i s based on a 

23 PROMOD l i k e - - i t ' s a c t u a l l y u s i n g GE m a p s - - a n a l y s i s o f 

24 t h e f o r m a t i o n o f energy p r i c e s i n t h e f u t u r e . I t i s 

2 5 based on t h e c a p a c i t y r e q u i r e m e n t s t h a t are s e t f o r t h 
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1 i n t h e PJM r o l e s t h a t FERC has o r d e r e d be 

2 implemented. 

3 So i t ' s n o t based on h i s t o r y o r on t h e e x i s t i n g 

4 s p l i t s a v i n g s arrangements t h a t I t h i n k Mr. Bohi 

5 a l l u d e s t o . There's n o t h i n g l i k e s p l i t s a v i n g s i n my 

6 a n a l y s i s . The o n l y sense i n which I make use o f 

7 e x i s t i n g p r i c e s i s t o s t a r t a t r e n d p o i n t t o g e t t o a 

8 l o n g - r u n m a r g i n a l c o s t based c a p a c i t y p r i c e i n 2001. 

9 I n r e s p e c t o f t h a t , t h e c u r r e n t p r i c e l e v e l i s f u l l y 

10 what I would expect t o see i n a compet i t i v e c a p a c i t y 

11 market when t h e r e ' s excess c a p a c i t y . 

12 The l a s t o b s e r v a t i o n I would make based on 

13 Mr. Bohi's t e s t i m o n y t h i s morning i s t h a t h i s 

14 o b j e c t i o n t o r e l y i n g on e x i s t i n g p r i c e l e v e l s i s t h a t 

15 t h e s e p r i c e l e v e l s are somehow i n f e c t e d by t h e 

16 c o n t i n u e d e x i s t e n c e o f n a t i v e l o a d r e s p o n s i b i l i t y , o f 

17 CTC r e c o v e r y , t h i n g s l i k e t h a t . 

18 The p e r i o d we're t a l k i n g about, w h i c h i s j u s t 

19 t h e f i r s t two ye a r s o f c o m p e t i t i o n , c e r t a i n l y w i l l 

20 s t i l l have those same a t t r i b u t e s . I f he i s r i g h t - -

21 and I have no reason t o agree t h a t he i s r i g h t - - t h a t 

22 t h e r e i s t h a t k i n d o f i n f e c t i o n , i t w i l l s t i l l be 

23 t h e r e i n t h e p e r i o d t h a t we're d i s p u t i n g , w h i c h i s 

24 t h e 1999', 2000, 2001 p e r i o d . 

25 MR. BONNEY: The w i t n e s s i s a v a i l a b l e f o r 
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c r o s s-examinat i o n , Your Honor. 

JUDGE RAINEY: C r o s s - e x a m i n a t i o n . Mr. M i l l e r . 

CROSS-EXAMINATION 

BY MR. MILLER: 

Q. I n today's environment when a u t i l i t y 

p l a c e s a g e n e r a t i n g p l a n t i n s e r v i c e , do you agree 

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

p l a c e d i n t h e u t i l i t y ' s r a t e base, g e n e r a l l y ? 

A. That has been the p r a c t i c e , yes. 

Q. A u t i l i t y i s a l l o w e d t o r e c o v e r t h o s e 

c o s t s t h r o u g h d e p r e c i a t i o n expense and earn a r e t u r n 

on t h e u n d e p r e c i a t e d balance o f those c o s t s ? 

A. Yes. 

Q. So today i t ' s g e n e r a l l y t r u e , i s n ' t i t , 

t h a t u t i l i t i e s a re compensated f o r t h e i r c a p i t a l 

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

bu n d l e d s e r v i c e r a t e s t h a t a re p a i d by t h e i r r e t a i l 

customers ? 

A. That i s the g e n e r a l p a t t e r n , b u t c e r t a i n l y 

not t h e complete p a t t e r n , e s p e c i a l l y n o t t h e complete 

p a t t e r n i n P e n n s y l v a n i a , where I know from a l o n g 

h i s t o r y o f p r o c e e d i n g s I've been i n v o l v e d i n t h a t 

u t i l i t i e s have s u b s t a n t i a l i n c e n t i v e s t o maximize 

revenues earned f o r t h e i r g e n e r a t i n g r e s o u r c e s from 

o u t s i d e o f t h a t r e g u l a t o r y paradigm t h a t y o u're 
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1 t a l k i n g about. 

2 Q. What happens i n t h a t i n s t a n c e ? 

3 A. G e n e r a l l y s p e a k i n g , t h e y g e t -- W e l l , i t 

4 depends. Some o f t h e l o n g s t a y - o u t s , t h e u t i l i t i e s 

5 e x p l i c i t l y g e t t o keep t h e revenues t h a t t h e y earn 

6 because t h e p l a n has been e x c l u d e d i n whole o r i n 

7 p a r t f r o m r a t e base. 

8 i n o t h e r cases, g e n e r a l l y s p e a k i n g , 

9 s h a r e h o l d e r s get t o keep whatever p o s i t i v e v a r i a n c e 

10 t h e r e i s between t h e a l l o w e d and earned r a t e o f 

11 r e t u r n u n t i l t h e n e x t r a t e case o r , c o n v e r s e l y , t o 

12 reduce the s h o r t f a l l between now and t h e n e x t r a t e 

13 case. 

14 Q. Do you know i f the s o - c a l l e d o f f - s y s t e m s 

15 s a l e s - - You're f a m i l i a r w i t h t h a t concept? 

16 A. Yes, I'm f a m i l i a r w i t h t h e c o n c e p t . 

17 Q. Are t h o s e revenues t r e a t e d under t h e 

18 1307 (F) p r o c edure i n Pennsylvania? 

19 A. I don't r e c a l l . 

20 Q. As a g e n e r a l r u l e , i s i t customary i n r a t e 

21 making f o r a l l o r some p a r t o f revenues r e c e i v e d f r o m 

22 o f f - s y s t e m s a l e s t o be used t o b e n e f i t t h e r e t a i l 

23 customers of t h e s e l l i n g u t i l i t y by v a r i o u s 

24 mechanisms? 

25 A. I t h i n k i t i s a g e n e r a l , t h o ugh n o t a 
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1 u n i v e r s a l , p r a c t i c e t h a t r a t e p a y e r s g e t a s u b s t a n t i a l 

2 b e n e f i t from p r o f i t o f o f f - s y s t e m s a l e s u l t i m a t e l y . 

3 Q. I s i t your e x p e r i e n c e t h a t t h e p r i c e s f o r 

4 o f f - s y s t e m s s a l e s h i s t o r i c a l l y have n o t r e c o v e r e d a l l 

5 o f t h e u t i l i t y ' s c a p a c i t y c o s t s r e l a t e d t o t h e 

6 g e n e r a t i o n used t o make those s a l e s ? 

7 A. As a g e n e r a l m a t t e r , yes. 

8 Q. Do you know o f any e l e c t r i c u t i l i t y i n t h e 

9 PJM i n t e r c h a n g e t h a t ' s n ot c u r r e n t l y s e r v i n g i t s 

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

11 A. No, I don't p e r s o n a l l y . 

12 Q. Am I c o r r e c t t h a t you r e l i e d on a f o r e c a s t 

13 o f gas p r i c e s p u t t o g e t h e r by DRI? 

14 A. W e l l , I used two f o r e c a s t s , b u t I p l a c e 

15 p r i n c i p a l r e l i a n c e on t h e DRI f o r e c a s t . 

16 Q. D i d you i n d e p e n d e n t l y r e v i e w and examine 

17 t h e i n p u t s o f t h e DRI f o r e c a s t ? 

18 A. No. There's a d i s c u s s i o n t h a t accompanies 

19 t h e f o r e c a s t , b ut t h e model i t s e l f i s p r o p r i e t a r y t o 

20 DRI. 

21 Q. As a g e n e r a l r u l e , do you know whether t h e 

22 c o s t o f p r o d u c i n g n a t u r a l gas has gone up o r down 

23 over t h e l a s t f i v e years? These are p r o d u c t i o n 

24 c o s t s . 

25 A. That's a b i t c o m p l i c a t e d because t h e r e are 
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1 a l o t o f r e n t s i n p r o d u c t i o n c o s t s . The c o s t o f 

2 f i n d i n g gas has gone down. 

3 Q. Can you t e l l me why? 

4 A. Yes. I t ' s m o s t l y new t e c h n o l o g y i n terms 

5 o f t h r e e - d i m e n s i o n a l s e i s m i c i m a g i n g , t h i n g s l i k e 

6 t h a t . The c o s t o f p u l l i n g i t o u t o f t h e ground I 

7 suspect has p r o b a b l y gone up a b i t . I have n o t 

8 r e a l l y done a s t u d y of the component p i e c e s o f i t . 

9 Q. I s t h e r e new t e c h n o l o g y i n t h e r e c o v e r y 

10 area as w e l l ? 

11 A. Yes. I don't t h i n k t h e e f f e c t has been as 

12 d r a m a t i c as t h e t e c h n o l o g y . But t h e r e i s , s u r e . 

13 Q. Are gas w e l l s now much deeper t h a n t h e y 

14 were, f o r example, f i v e y e a r s ago? 

15 A. Wel1, nobody i s d i g g i n g t h e r e a l l y deep 

16 gas t h a t t h e y went f o r i n the '80s. I don't know 

17 whether t h e average dept h i s h i g h e r o r l o w e r . 

18 They're d i g g i n g deeper t h a n t h e y were f i v e y e a r s ago 

19 f o r new w e l l s . 

20 Q. You wouldn't be t e s t i f y i n g t h a t 

21 t e c h n o l o g i c a l improvements w i l l cease as o f today? 

22 A. No. And I have no reason t o assume t h a t 

23 t h e f o r e c a s t t h a t I r e l y on assumed t h a t e i t h e r . 

24 Q. Do you know what p e r c e n t a g e o f t h e c i t y -

2 5 g a t e p r i c e i n PECO's s e r v i c e t e r r i t o r y r e l a t e s t o 
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upstream p i p e l i n e and s t o r a g e c o s t s ? 

A. Not s p e c i f i c a l l y . 

Q. Do you know i f t h e r e a r e any c u r r e n t 

p i p e l i n e c a p a c i t y c o n s t r a i n t s coming i n t o t h e 

P h i l a d e l p h i a area? 

A. P h i l a d e l p h i a area. No, I d o n ' t . 

Q. Are you aware o f t h e proposed new p i p e l i n e 

p r o j e c t s t o b r i n g n a t u r a l gas s u p p l i e s t o t h e 

n o r t h e a s t e r n U n i t e d S t a t e s ? 

A. I'm g e n e r a l l y aware o f some p r o p o s a l s t o 

b r i n g w e s t e r n Canadian gas and Chicago and some o t h e r 

p r o p o s a l s f u r t h e r on i n t o New England and New York. 

Q. Do you know about t h e b a c k - h a u l p r o j e c t s 

down from t h e m a r i t i m e p r o v i n c e s ? 

A. As a v e r y g e n e r a l m a t t e r , I know about 

them, yes. 

Q. On Page 8 o f y o u r t e s t i m o n y a t L i n e s 13 t o 

14, you t a l k about an e x p e c t a t i o n t h a t f u e l p r i c e s 

w i l l i n c r e a s e a t a r a t e above i n f l a t i o n . Do you see 

t h a t ? 

A 

Q 

A 

Q 

A 

Yes, I do. 

To what f u e l s are you r e f e r r i n g ? 

I'm r e f e r r i n g here s p e c i f i c a l l y t o gas 

J u s t gas. Whose e x p e c t a t i o n i s t h a t ? 

The main f o r e c a s t e r s o f l o n g - t e r m gas 
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1 p r i c e s . 

2 Q. Who would t h e y be? 

3 A. DRI, GRI, DOE. I haven't l o o k e d a t t h e 

4 r e c e n t r e f i l l f o r e c a s t . I don't know t h a t t h e y ' r e 

5 s t i l l d o i n g i t i n t h e U.S. Those are t h e t h r e e t h a t 

6 I'm r e l y i n g on. 

7 Q. I t ' s y o u r t e s t i m o n y t h a t DOE has an 

8 e x p e c t a t i o n t h a t n a t u r a l gas p r i c e s w i l l i n c r e a s e 

9 h i g h e r t h a n t h e r a t e o f i n f l a t i o n ? 

10 A. Yes. 

11 Q. What r a t e o f i n f l a t i o n are you u s i n g ? 

12 A. I t ' s a q u e s t i o n of what r a t e t h e y ' r e 

13 u s i n g . G e n e r a l l y s p e a k i n g , I t h i n k most everyone i s 

14 u s i n g a r a t e between two and a h a l f t o t h r e e p e r c e n t . 

15 Q. Do you agree w i t h t h a t r a t e ? 

16 A. Yes. 

17 Q. On Page 11 o f your t e s t i m o n y , you d i s c u s s 

18 t h e p i l o t program. Do you see t h a t ? 

19 A. I'm s o r r y . No, I d o n ' t . Oh, yes, I see 

20 i t now. 

21 MR. BONNEY: What l i n e r e f e r e n c e ? 

22 A. Page 11, L i n e 2. 

23 BY MR. MILLER: 

24 Q. Do you know what the r e t a i l g e n e r a t i o n cap 

2 5 p e r KWH i s f o r t h e r e s i d e n t i a l and commercial 
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1 customers under t h e p i l o t s ? 

2 A. No. 

3 Q. Do you know i f any i n c e n t i v e i s b e i n g 

4 g i v e n t o customers t o p a r t i c i p a t e i n t h o s e p i l o t s ? 

5 A. My g e n e r a l r e c o l l e c t i o n f r o m what I ' v e 

6 heard i n t h i s p r o c e e d i n g i s t h a t t h e r e ' s -- I b e l i e v e 

7 t h e r e ' s a 13-percent d i s c o u n t . 

8 Q. Agai n , on Page 11, L i n e 6, you t a l k about 

9 t h e l a s t t h r e e y e a r s o f t h e p a r t i a l s e t t l e m e n t . Do 

10 y o u see t h a t r e f e r e n c e ? 

11 A. Yes, I do. 

12 Q. Do you know how much on a p e r c e n t a g e b a s i s 

13 o f i t s s t r a n d e d c o s t s PECO would have c o l l e c t e d under 

14 t h e p a r t i a l s e t t l e m e n t t h e f i r s t o f those l a s t t h r e e 

15 years? 

16 A. W e l l , i n a p r e s e n t v a l u e b a s i s , i t w i l l be 

17 more t h a n 70 p e r c e n t . Other t h a n t h a t , I would be 

18 s p e c u l a t i n g . 

19 Q. Going over t o Page 12 o f your t e s t i m o n y , 

20 you address t h e i s s u e o f t h e power o f t h e incumbent 

21 s u p p l i e r . Do you see t h a t ? 

22 A. Yes, I do. 

2 3 Q. I n what y e a r , g e n e r a l l y , d i d PECO and i t s 

24 p r e d e c e s s o r companies b e g i n s e r v i n g customers i n 

25 P h i l a d e l p h i a ? 
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1 A. I don't know s p e c i f i c a l l y . I assume 

2 sometime around t h e t u r n o f t h e c e n t u r y . 

3 Q. So almost 10 0 y e a r s ago , g i v e or take? 

4 A. Yes. 

5 Q. You expec t t h a t PECO would have d e t a i l e d 

6 p r o f i l e s o f customers' i n d i v i d u a l usage h i s t o r y , 

7 c r e d i t s , t h i n g s l i k e t h a t ? 

8 A. I ' d be s p e c u l a t i n g . One would presume 

9 t h i s , b u t I have enough e x p e r i e n c e w i t h u t i l i t i e s t o 

10 know t h a t p r e s u m p t i o n doesn't n e c e s s a r i l y h o l d t r u e . 

11 Q. Touche. Do you know i f t h e r e ' s a n y t h i n g 

12 under t h e p a r t i a l s e t t l e m e n t t h a t would p r o h i b i t 

13 PECO, i f i t had such i n f o r m a t i o n , f r o m r e t a i n i n g i t 

14 i n t h e i r r e c o r d s ? 

15 A. I don't know e x h a u s t i v e l y . Some o f i t 

16 c l e a r l y would have t o be r e t a i n e d f o r o p e r a t i o n a l 

17 reas o n s . 

18 Q. You s t a t e t h a t under t h e Choice Plan PECO 

19 would no l o n g e r have a b a s i s f o r c o n t a c t w i t h ENRON's 

20 customers. Do you see t h a t ? 

21 A. Yes, I do. 

22 Q. By ENRON'S customers, do you mean t h e 

23 customers t h a t a r e t a k i n g s e r v i c e f r o m t h e PLR? 

24 A. Y e s , t h a t i s what I meant. 

25 P a r e n t h e t i c a l l y , any o t h e r ENRON customers a l s o . 

HOLBERT ASSOCIATES 
(717) 540-9669 



1672 

1 Q I t ' s your understanding t h a t PECO would remain 

2 the wires customer under the Choice Plan? 

3 A Wires company. 

4 Q Wires company under the Choice Plan. 

5 A Yes. 

6 Q For those customers t h a t do not d e f a u l t t o the 

7 pro v i d e r of l a s t r e s o r t , would there be anything t h a t would 

8 keep PECO from sending out a b i l l t o those customers? 

9 A So your question r e f e r s t o customers who have 

10 chosen the competitive s u p p l i e r r a t h e r than the -- I don't 

11 know what the arrangements are f o r b i l l i n g as t o whether i t 

12 i s proposed t h a t they b i l l separately or through the energy 

13 se r v i c e p r o v i d e r or conversely I j u s t don't know. 

14 Q So i s i t also t r u e t h a t f o r those customers t h a t 

15 don't d e f a u l t t o the provider of l a s t r e s o r t , you don't 

16 know whether PECO would r e t a i n a basis f o r contact w i t h 

17 those customers? 

18 A Well, the contact I am t a l k i n g about i s the 

19 b i l l i n g and c a l l centers and r e l a t e d kinds of contact. And 

20 as the l a s t answer i n d i c a t e d there may be some basis f o r 

21 doing those th i n g s f o r those customers. What we are 

22 t a l k i n g about here, however, was the incumbency of what 

23 would be i n the PLR. 

24 Q I s i t your understanding t h a t f o r those customers 

25 that do not take service from the PLR, that ENRON would not 
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1 be e s s e n t i a l l y using PECO to provide those services under 

2 the meter b i l l c o l l e c t arrangements? 

3 A That's my understanding of the ENRON proposal, 

4 yes. 

5 Q Now, on page -- i f you r e f e r back t o page 10 of 

6 your testimony, don't you s t a t e t h a t i n the e a r l y p e r i o d of 

7 Choice Plan a s u b s t a n t i a l p r o p o r t i o n of customers w i l l 

8 l i k e l y move t o a l t e r n a t i v e suppliers? 

9 A You read t h a t c o r r e c t l y , yes, s i r . 

10 Q So those customers would not n e c e s s a r i l y be 

11 t a k i n g service from ENRON as the PLR. I s n ' t t h a t the case? 

12 A That i s c o r r e c t . 

13 Q Going back up t o page 11, you t a l k about a t the 

14 top of t h a t page, t i g h t generation caps i n the e a r l y years 

15 of the p a r t i a l settlement. Do you see that? 

16 A Yes. 

17 Q So under the p a r t i a l settlement, would you agree 

18 t h a t customers t h a t remain w i t h PECO as the PLR would not 

19 have any r i s k of having t h i s generation p r i c e exceed those 

20 generation caps? 

21 A That's t r u e by d e f i n i t i o n of the cap. 

22 Q And i f -- i s i t also t r u e t h a t i f market p r i c e 

23 were lower than the cap, those customers t a k i n g s e r v i c e 

24 from PECO as the PLR would pay t h a t lower market price? 

25 A That's my understanding. 
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1 Q Now, a customer t h a t chose t o go t o a competing 

2 EGS could see h i s or her generation p r i c e exceed the 

3 generation cap l i s t e d under the p a r t i a l settlement, i s n ' t 

4 t h a t true? 

5 A That would depend on the nature of the 

6 arrangements i t had w i t h i t s a l t e r n a t e generation s u p p l i e r . 

7 Q There would be nothing to p r o h i b i t t h a t other 

8 than t h a t r e l a t i o n s h i p w i t h the EGS; r i g h t ? 

9 A There's no r e g u l a t o r y r u l e t h a t would p r o h i b i t 

10 t h a t . 

11 Q Do you know of anything i n the p a r t i a l settlement 

12 t h a t p r o h i b i t s PECO from a d v e r t i s i n g the f a c t t h a t i f 

13 customers s t i c k w i t h PECO t h e y ' l l always get the b e n e f i t of 

14 the market p r i c e or the generation cap, whichever i s lower? 

15 A No, I don't. 

16 MR. MILLER: Your Honor, I don't have any more 

17 questions of Dr. Hieronymus and I would l i k e t o reserve the 

18 r i g h t t o o f f e r Mr. S l a t e r l a t e r today t o respond t o the 

19 p o i n t s t h a t Dr. Hieronymus made i n h i s s u r r e b u t t a l . 

20 JUDGE RAINEY: Any objections t o t h a t request. 

21 MR. BONNEY: I f we are going t o do i t why don't we 

22 do i t now whi l e witnesses are a v a i l a b l e . 

23 JUDGE RAINEY: Okay. I f t h a t ' s okay w i t h the 

24 p a r t i e s . 

25 MR. MILLER: I think we'd need five minutes to talk 
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i t over, but c e r t a i n l y no longer than t h a t . 

JUDGE RAINEY: Why don't we then -- do you want t o 

f i n i s h w i t h t h i s witness who's here r i g h t now. Dr. 

Hieronymus, and then we can go t o Mr. S l a t e r a f t e r t h a t . 

I s t h e r e any f u r t h e r cross examination f o r Dr. Hieronymus? 

(No response.) 

JUDGE RAINEY: Any r e d i r e c t ? 

MR. BONNEY: Could I j u s t have less than a minute. 

(Pause.) 

MR. BONNEY: No r e d i r e c t , Your Honor. Thank you. 

JUDGE RAINEY: Thank you. Thank you, Dr. 

Hieronymus. You may stand down. Are you ready t o put Mr. 

Sl a t e r on now? Do you need time? 

MR. MILLER: Yes. 

JUDGE RAINEY: You can do t h a t over lunch, then. 

I t ' s about q u a r t e r t o one pre s e n t l y . What i s the 

preference of the p a r t i e s , do you want t o break f o r lunch 

a t t h i s time or do you want t o proceed? Okay. Hearing 

nothing, why don't we take a lunch break a t t h i s p a r t i c u l a r 

time and why don't we come back a t 1:30. 

(Whereupon, at 12:46 p.m., the hearing recessed, t o 

reconvene at 1:30 p.m., the same day.) 
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1 AFTERNOON SESSION 

2 JUDGE RAINEY: Are we ready t o resume? Are we ready 

3 t o go back on the record? 

4 MR. MILLER: Yes, Your Honor. 

5 JUDGE RAINEY: Okay. We'll have o r a l s u r r e j o i n d e r 

6 by Mr. S l a t e r . Mr. S l a t e r , you have been p r e v i o u s l y 

7 sworn. The oath s t i l l a p p l i e s . Mr. M i l l e r ? 

8 KENNETH SLATER, called as a witness, having been 

9 duly sworn, was examined and t e s t i f i e d as follows: 

10 DIRECT EXAMINATION 

11 MR. MILLER: Thank you. Your Honor. 

12 BY MR. MILLER: 

13 Q Mr. S l a t e r , do you r e c a l l Dr. Hieronymus 

14 addressing h i s contentions of the goal of the wholesale and 

15 res a l e regeneration market? 

16 A Yes, I do. 

17 Q Do you have a r e p l y t o h i s contentions? 

18 A The problem I see between having a reconnect 

19 between the wholesale and r e t a i l market i s t h a t you have 

20 new entrants i n the energy market who s e l l energy on the 

21 wholesale market and i f the p r i c e caps on the r e t a i l i s 

22 l a r g e r than the wholesale, he's shut out of the r e t a i l 

23 market. He can't acquire r e t a i l generation. 

24 He can s e l l wholesale generation i n the wholesale 

25 market, but presumably his only customers would be 
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1 r e t a i l e r s . People who would be s e l l i n g t o r e t a i l business 

2 the p r i c e caps were too low f o r t h a t wholesale market, he 

3 would be shut out of t h a t . That's b a s i c a l l y the question 

4 t h a t I am s o r t of having a problem w i t h there of having a 

5 disconnect between the two markets. 

6 One secondary p o i n t i s we haven't seen or I haven't 

7 seen any mechanism t h a t PECO proposes t o address the 

8 s i t u a t i o n of what happens i f the wholesale market i s , i n 

9 f a c t , higher than the r e t a i l market. Where d i d he get the 

10 energy from t o supply t h e i r r e t a i l market? That's j u s t a 

11 question I have. That's a l l , Mr. M i l l e r . 

12 Q Was t h a t under the p a r t i a l settlement? Your l a s t 

13 comment? 

14 A Yes. Under the p a r t i a l settlement. 

15 MR. MILLER: That's a l l we have. Your Honor. 

16 JUDGE CHESTNUT: Thank you. Cross examination Mr. 

17 Bonney. 

18 MR. BONNEY: Thank you, Your Honor. Good afternoon, 

19 Mr. S l a t e r . 

20 CROSS EXAMINATION 

21 BY MR. BONNEY: 

22 Q I s i t your testimony t h a t w i t h r e t a i l p r i c e caps 

23 t h a t the o v e r a l l demand f o r power i n the PECO ser v i c e 

24 t e r r i t o r y w i l l change? Or w i l l i t be the same? Regardless 

25 of the caps? 
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1 A A l l other th i n g s being equal, i t should remain 

2 the same. The t o t a l demand f o r energy. 

3 Q I s n ' t i t c o r r e c t t h a t the mechanism under the 

4 p a r t i a l settlement t h a t you r e f e r r e d t o f o r purchasing of 

5 power when the wholesale p r i c e i s higher than the cap would 

6 be f o r the PECO d i s t r i b u t i o n company t o buy t h a t power a t 

7 the wholesale market p r i c e and r e s e l l i t a t the capped 

8 price? 

9 A That's what one would assume, but there doesn't 

10 seem t o be anything there t h a t would stop the d i s t r i b u t i o n 

11 company from going broke. Under the --

12 Q That's the r i s k t h a t PECO takes under the p a r t i a l 

13 settlement; correct? 

14 A I don't know. I was j u s t addressing t h a t as a 

15 question t h a t I hadn't seen answered. 

16 MR. BONNEY: That's a l l I have. Thank you. 

17 JUDGE RAINEY: Any other cross examination? 

18 (No response.) 

19 JUDGE RAINEY: Redirect? 

20 (No response.) 

21 JUDGE RAINEY: Thank you Mr. S l a t e r . Next witness I 

22 have on the l i s t i s Ms. Lopez? 

23 MR. GALLAGHER: Yes, Your Honor. 

24 JUDGE RAINEY: Ms. Lopez, w i l l you r a i s e your r i g h t 

25 hand, please. 
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1 YOLANDA LOPEZ, called as a witness, having been duly 

2 sworn, was examined and t e s t i f i e d as follows: 

3 JUDGE RAINEY: Thank you. Please be seated, g i v i n g 

4 your f u l l name, s p e l l i n g your l a s t name and also your 

5 business address. 

6 THE WITNESS: Yolanda Lopez, Y-o-l-a-n-d-a, 

7 L-o-p-e-z. I work at 1400 Smith S t r e e t , Houston, Texas. 

8 JUDGE RAINEY: Thank you. 

9 MR. GALLAGHER: Your Honor? 

10 JUDGE RAINEY: Yes, Mr. Gallagher. 

11 MR. GALLAGHER: Your Honor, Ms. Lopez i s sponsoring 

12 ENRON Statement Number 6 w i t h E x h i b i t A, B and C and 

13 Statement 6-R, r e b u t t a l testimony w i t h E x h i b i t Number 1. 

14 JUDGE RAINEY: So i d e n t i f i e d f o r the record. 
15 (ENRON Statements 6 and 6-R and ENRON Exhibits Nos. 

A, B, C and 1 were produced and marked for 
16 i d e n t i f i c a t i o n . ) 

17 DIRECT EXAMINATION 

18 BY MR. GALLAGHER: 

19 Q Ms. Lopez, do you have any c o r r e c t i o n s t o your 

20 testimony? 

21 A No. 

22 MR. GALLAGHER: Your Honor, then I move ENRON 

23 e x h i b i t or Statement Number 6 w i t h E x h i b i t s and Number 6-R 

24 w i t h e x h i b i t s i n t o the record subject t o any cross from any 

25 of the parties. 
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JUDGE RAINEY: Any objections? 

(No response.) 

JUDGE RAINEY: So admitted i n evidence. 
(ENRON Statements Nos. 6 and 6-R and ENRON E x h i b i t s 
Nos. A, B, C and 1 were admitted i n 
evidence.) 

JUDGE RAINEY: Cross examination? Mr. Trask? 

MR. TRASK: PECO has no cross examination. Your 

Honor. 

JUDGE RAINEY: No cross examination f o r t h i s 

witness. 

(No response.) 

JUDGE RAINEY: Thank you, Ms. Lopez. You may stand 

down. 

THE WITNES: Okay. 

JUDGE RAINEY: Next witness I have i s Mr. 

Kin g e r s k i . Mr. K i n g e r s k i , would you r a i s e your r i g h t hand, 

please. 

HARRY J . KINGERSKI. ca l l e d as a witness, having been 

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

JUDGE RAINEY: Thank you. Please be seated. Give 

your f u l l name, s p e l l i n g your l a s t name and your business 

address f o r the record. 

• THE WITNESS: My name i s Harry J. K i n g e r s k i . Last 

name i s K- i - n - g - e - r - s - k - i . My business address i s 1400 

Smith Street, Houston, Texas, 77002. 
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1 MR. RAINEY: Thank you. Mr. Gallagher? 

2 MR. GALLAGHER: Yes, Your Honor. Thank you. Mr. 

3 Kin g e r s k i i s sponsoring ENRON Statement Number 5, d i r e c t 

4 testimony w i t h E x h i b i t A and B and also ENRON Statement 5-R 

5 w i t h E x h i b i t Number 1. 

6 JUDGE RAINEY: So i d e n t i f i e d f o r the record. 
7 (ENRON Statements Nos. 5 and 5-R and ENRON E x h i b i t s 

Nos. A, B and 1 were produced and marked f o r 
8 i d e n t i f i c a t i o n . ) 

9 DIRECT EXAMINATION 

10 BY MR. GALLAGHER: 

11 Q Mr. K i n g e r s k i , do you have any changes t o your 

12 d i r e c t testimony? Let's s t a r t w i t h t h a t . 

13 A Yes, I do. F i r s t , on page 19 of my d i r e c t 

14 testimony, a t l i n e 9, I would l i k e t o delete the reference 

15 t o employment and economic recovery and replace i t by 

16 economic e f f i c i e n c y . 

17 Q Do you have any other changes t o your d i r e c t 

18 testimony? 

19 A Yes. One other change. I n the s e c t i o n e n t i t l e d 

20 proposed treatment of miscellaneous r i d e r s , page 3 of 4, 

21 the second block from the bottom on the righ t - h a n d side 

22 under the column labeled recommended a c t i o n . 

23 Q And i n what e x h i b i t i s t h i s l o c a t e d , Mr. 

24 Kingerski? 

25 A This is in Exhibit A, at the end of Exhibit A. 
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1 This has t o do w i t h the economic e f f i c i e n c y r i d e r and as 

2 s t a t e d r i g h t now, the phrase i s e l i m i n a t e t h i s r i d e r and I 

3 would l i k e t o change t h a t t o read, modified discounts so as 

4 t o apply only t o the transmission and d i s t r i b u t i o n 

5 components of ser v i c e . 

6 MR. GALLAGHER: Your Honor, I have d i s t r i b u t e d t o 

7 a l l the p a r t i e s those changes. I t might be easier i f you 

8 wanted t o r e f e r t o those. 

9 JUDGE RAINEY: Thank you, Mr. Gallagher. 

10 BY MR. GALLAGHER: 

11 Q Do you have any changes t o your r e b u t t a l 

12 testimony, Mr. Kingerski? 

13 A Yes, I do. F i r s t a t page 10, l i n e 9, the l a s t 

14 word of the sentence now reads PECO and I would l i k e t o 

15 change t h a t t o E-G-S-s; c a p i t a l E c a p i t a l G c a p i t a l S small 

16 s. 

17 Then also a t page 14, l i n e 13, I would l i k e t o 

18 d e l e t e the phrase, " i s Mr. Baron c o r r e c t i n a s s e r t i n g 

19 t h a t " , and replace i t by the word "does." Again, on page 

20 14, a t l i n e 15, I would l i k e t o change the reference t o 

21 page 2 t o be "page 3 (as amended)." 

22 Then again on page 14, beginning a t l i n e 18, I would 

23 l i k e t o delete the phrase "there i s apparent confusion 

24 because." 

25 Q Is that the extent of the corrections to your 
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r e b u t t a l testimony? 

A Yes, i t i s . 

MR. GALLAGHER: With those c o r r e c t i o n s . Your Honor, 

I'd l i k e t o move ENRON Statement Number 5, E x h i b i t s A and B 

and ENRON Statement Number 5-R w i t h E x h i b i t Number 1 i n t o 

the record subject t o any cross or obj e c t i o n s from the 

other p a r t i e s . 

JUDGE RAINEY: Any objections? 

(No response.) 

JUDGE RAINEY: So admitted. 
(ENRON Statements Nos. 5 and 5-R and ENRON E x h i b i t s 
Nos. A, B and 1 were admitted i n evidence.) 

JUDGE RAINEY: I s the witness a v a i l a b l e f o r cross 

14 examination, Mr. Gallagher? 

15 MR. GALLAGHER: Yes, Your Honor. 

16 JUDGE RAINEY: Cross examination. Yes, Mr. 

17 Steinmetz. 

18 MR. STEINMETZ: Good afternoon, Mr. K i n g e r s k i . My 

19 name i s Steve Steinmetz. I am w i t h the OCA. 

20 CROSS EXAMINATION 

21 BY MR. STEINMETZ: 

22 Q Would you please t u r n t o se c t i o n 17 of your r u l e s 

23 f o r payment terms and your t a r i f f , E x h i b i t A? That's on 

24 page 32 now, i s there any p r o v i s i o n i n your proposed t a r i f f 

25 which would allow for PECO, the EDC, to issue a combined 
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1 b i l l i n c l u d i n g i t s own charges and those i n an EGS? 

2 A The only -- the p r o v i s i o n f o r b i l l i n g by PECO i s 

3 f o r d e f a u l t service customers. For a customer t h a t has 

4 chosen an a l t e r n a t e s u p p l i e r , then presumably t h a t b i l l i n g 

5 would be done through an independent b i l l i n g s e r v i c e . I 

6 t h i n k I have mentioned i n my testimony t h a t I don't t h i n k 

7 there's anything t h a t would preclude PECO from applying f o r 

8 the type of stat u s t h a t would allow i t t o also provide 

9 competitive b i l l i n g services. 

10 Q I mean i f PECO -- how would PECO apply f o r such 

11 status? 

12 A Well, i f PECO decided t h a t i t would l i k e t o , 

13 under the ENRON approach, where metering, b i l l i n g and other 

14 customer r e l a t e d services are made com p e t i t i v e , i f there 

15 were a means or a plan by which PECO could take e x i s t i n g 

16 assets and employees and t u r n t h a t i n t o a competitive 

17 s e r v i c e , an unregulated service under a t r a n s i t i o n plan 

18 t h a t i t had p r o f f e r e d before the Commission, then i t could 

19 end up being a competitive s u p p l i e r of t h a t type of 

20 s e r v i c e . 

21 Q Okay. But unless PECO took those actions 

22 c u r r e n t l y as i t ' s s t r u c t u r e d under your t a r i f f , there's 

23 nothing which would allow PECO t o issue, as the EDC t o 

24 issue a combined b i l l i n c l u d i n g i t s own charges and those 

25 Of an EGS. Is that correct? 
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1 A Except f o r d e f a u l t service under the MBC 

2 agreement w i t h ENRON. 

3 Q Also, there would be no p r o v i s i o n w i t h i n t h i s 

4 t a r i f f as i t ' s c u r r e n t l y constructed which would al l o w PECO 

5 the EDC, t o independently b i l l f o r i t s transmission and 

6 d i s t r i b u t i o n service and allowed an EGS t o j u s t b i l l f o r 

7 i t s generation service? I s t h a t correct? 

8 A Well, the b i l l i n g t h a t PECO would be i s s u i n g i n 

9 t h a t case would be d i r e c t l y t o the EGSs f o r d e l i v e r y 

10 service provided on t h e i r behalf. 

11 Q Okay. Not t o the end users, the customer. I s 

12 t h a t correct? 

13 A Correct. 

14 Q Okay. So c u r r e n t l y t h i s t a r i f f i s s t r u c t u r e d 

15 only i n a way which would l e t EGS issue a combined b i l l f o r 

16 a l l services. I s t h a t correct? 

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

18 Q Do you b e l i e v e t h a t t h i s t a r i f f and t h i s b i l l i n g 

19 procedure as you proposed i s c o n s i s t e n t w i t h the 

20 Commission's f i n a l orders on g u i d e l i n e f o r m a i n t a i n i n g 

21 services the same l e v e l and q u a l i t y a t Docket Number 

22 C-00960890F011? 

23 A Let me answer t h a t i n two ways. I am not 

24 f a m i l i a r w i t h the s p e c i f i c reference t h a t you have made. 

25 But I would also p o i n t out t h a t i n Section 2 of our t a r i f f , 
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1 the EGS i s required i n performing services, t o adhere t o 

2 any p r i o r laws and/or s t a t u t e or r e g u l a t i o n s t h a t have been 

3 p r o f f e r e d and I would include i n t h a t the one t h a t you have 

4 j u s t c i t e d . 

5 Q Please take a look a t proposed Rule 17.2(b). 

6 This language states t h a t , quote, EGS b i l l i n g s may e i t h e r 

7 separately s t a t e the company's charges or incor p o r a t e them 

8 i n t o the EGS b i l l i n g . I s t h a t correct? 

9 A Yes. 

10 Q I n c o r p o r a t i o n of a l l charges i n t o the EGS b i l l i n g 

11 would mean bundled r a t e s . I s t h a t correct? 

12 A Well, the EGS b i l l going t o the customer may have 

13 a v a r i e t y of services t h a t are being r e f l e c t e d . 

14 Transmission and d i s t r i b u t i o n d e l i v e r y being two 

15 p o s s i b i l i t i e s , obvious p o s s i b i l i t i e s . 

16 Q So when you say, when t h i s t a r i f f s t a t e s 

17 separately s t a t e or inco r p o r a t e , t h a t would mean t h a t 

18 e i t h e r T&D could be set up separately or could be bundled 

19 i n t o one r a t e under an EGS b i l l . Is t h a t c o r r e c t ? 

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

21 Q And on page 3 of your r e b u t t a l , you be l i e v e you 

22 s t a t e t h a t a customer b i l l designed which type of b i l l i n g 

23 they p r e f e r . 

24 MR. GALLAGHER: Mr. Steinmetz, what l i n e are you 

25 referring to? 
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1 MR. STEINMETZ: That would be l i n e 1. 

2 BY MR. STEINMETZ: 

3 Q But the r u l e a t 17.2(b) doesn't a c t u a l l y i n d i c a t e 

4 t h a t i t i s . I s t h a t correct? 

5 A I have t o ask you t o repeat t h a t comparison. 

6 Q Sure. On page 3 of l i n e 1, responding t o I guess 

7 the testimony of Mr. Sundermeir concerning the bundled 

8 nature of your proposed b i l l , you claim t h a t the customer, 

9 not PECO, decides what type of b i l l i s desired. 

10 But I am looki n g a t 17.2(b) and i t j u s t says EGS 

11 b i l l i n g may e i t h e r separately s t a t e the company's charges 

12 or incorporate them i n the EGS b i l l i n g , the word customer 

13 i s no where i n t h a t language. 

14 A Okay. 

15 MR. GALLAGHER: I s there a question there somewhere? 

16 MR. STEINMETZ: I am asking him t o determine whether 

17 the customer, not PECO, determines what k i n d of b i l l i n g ? 

18 THE WITNESS: I n Section 17.2(b) the options t h a t 

19 are presented there f o r the EGS are t h a t they can o f f e r a 

20 menu of b i l l i n g options t o the customer. They may want t o 

21 o f f e r very d e t a i l e d b i l l i n g where every i n d i v i d u a l 

22 unbundled service i s l a i d out separately and there may be 

23 some customers who would p r e f e r t h a t . 

24 The EGS may also o f f e r , under our proposed t a r i f f , a 

25 type of bi l l i n g where two or more of those individual 
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1 unbundled services are combined together and s t a t e d under a 

2 f l a t p r i c e . 

3 The presumption here i s t h a t the EGS, then, would 

4 use the f l e x i b i l i t y a f f o rded i n Section 17 and present a 

5 range of opti o n s , a range of b i l l i n g options t o the 

6 customer so the customer then i s i n a p o s i t i o n of f i r s t 

7 being able t o choose among competing EGSs by the type of 

8 b i l l i n g service t h a t they are p r o v i d i n g . 

9 And then second, w i t h i n the choices of any one EGS 

10 they could look a t a whole menu of b i l l i n g options t h a t 

11 might be o f f e r e d . So i t ' s t h a t k i n d of d i v e r s i t y and 

12 f l e x i b i l i t y t h a t we would imagine would develop w i t h the 

13 EGS b i l l i n g t h a t leads me t o say t h a t the customer gets t o 

14 decide. 

15 BY MR. STEINMETZ: 

16 Q Okay. Now, also on page 3 of your r e b u t t a l 

17 testimony, you respond t o a PECO claim t h a t the d e l i v e r y 

18 p r o v i s i o n has no p r o v i s i o n r e q u i r i n g an EGS t o comply w i t h 

19 the r a t e cap pro v i s i o n s of the act. You admit t h a t ENRON 

20 i s subject t o the r a t e caps i n i t s r o l e as pr o v i d e r o f _ 

21 d e f a u l t s e r v i c e . Do you see that? 

22 A Could I ask you f o r a l i n e reference? 

23 Q Sure. 

24 JUDGE RAINEY: That's s t a r t i n g a t l i n e 2? 

25 BY MR. STEINMETZ: 
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1 Q Right. You s t a t e on l i n e 3 under the d e l i v e r y 

2 t a r i f f , ENRON i s subject t o the r a t e caps i n i t s r o l e as 

3 prov i d e r of d e f a u l t s e r v i c e . Do you see that? 

4 A Right. 

5 Q You go on i n l i n e 5 and s t a t e , EGS i s our freedom 

6 market and the customer i s fre e t o choose a product or a 

7 p r i c e which i s an improvement on d e f a u l t s e r v i c e . Do you 

8 see that? 

9 A Yes. 

10 Q I s i t ENRON'S p o s i t i o n t h a t once a customer 

11 chooses an EGS he or she loses a l l p r o t e c t i o n s of the r a t e 

12 cap? 

13 A Well, the r a t e cap attaches t o d e f a u l t s e r v i c e . 

14 When a customer chooses the EGS and there are a v a r i e t y of 

15 other products t h a t they may also be purchasing from t h a t 

16 EGS, then we get i n t o a comparison of apples t o oranges, so 

17 t o speak. The d e f a u l t service may not be d i r e c t l y 

18 comparable t o the type of service t h a t the customer i s 

19 g e t t i n g from the EGS. 

20 The customer always has the o p p o r t u n i t y t o f a l l back 

21 t o d e f a u l t service i f they would p r e f e r t h a t type of 

22 service and the p r i c i n g t h a t ' s contained t h e r e i n . But i f a 

23 customer i s w i l l i n g l y choosing t o provide a -- t o purchase 

24 a d i f f e r e n t mix of services, then the r a t e cap would not 

25 apply under the ENRON plan. Presumably i t doesn't apply 
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1 under the p a r t i a l settlement e i t h e r . 

2 Q Are you i n c l u d i n g the transmission and 

3 d i s t r i b u t i o n r a t e cap p r o t e c t i o n ? 

4 A No. I am t a l k i n g about the t o t a l . The t o t a l 

5 p r i c e cap. Not the r a t e cap on transmission and 

6 d i s t r i b u t i o n r a t e s . The transmission and d i s t r i b u t i o n 

7 ra t e s would continue t o be set f o r t h i n the t a r i f f and 

8 determined through r e g u l a t i o n . 

9 Q And t h a t would also apply i f a customer selected 

10 an EGS, the transmission and d i s t r i b u t i o n rates would 

11 continue t o be capped. Am I correct? 

12 A The pr i c e s from PECO t o the EGS f o r transmission 

13 and d i s t r i b u t i o n would be as set f o r t h i n the PECO t a r i f f . 

14 Q And how about the p r i c e s from the EGS t o the end 

15 user? 

16 A The pric e s from the EGS t o the end user are 

17 determined by co n t r a c t between those two p a r t i e s . 

18 Q I n c l u d i n g the transmission and d i s t r i b u t i o n 

19 prices? 

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

21 Q Now, at 17.2(e) of your proposed t a r i f f , s i r , you 

22 l i s t a l l the i n f o r m a t i o n t o be included w i t h i n an EGS 

23 b i l l . I don't see any requirement f o r the i n c l u s i o n of any 

24 cents per k i l o w a t t hour p r i c e d i s c l o s u r e . Can I assume 

25 t h a t t h a t would be required pursuant t o 17.2(e). Any 
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1 i n f o r m a t i o n necessary f o r the computation of the b i l l ? 

2 A Now. The type of di s c l o s u r e you asked me about 

3 r e f e r s t o cents per k i l o w a t t hour? 

4 Q Uh-huh. 

5 A I am not aware at t h i s time of any requirement 

6 t h a t the b i l l would have t o show a cents per k i l o w a t t hour 

7 f i g u r e . 

8 Q Okay. Now, on page 4 of your r e b u t t a l , you 

9 i n d i c a t e t h a t the EGS i s responsible f o r payment of a l l 

10 charges assessed by the company and. you c i t e t o Rule 

11 17.1(b). Do you see t h a t on l i n e 5? 

12 A Yes. 

13 Q Does t h i s mean t h a t ENRON remits a l l T&D, CTC and 

14 ITC charges t o PECO regardless of whether a customer has 

15 paid them t o ENRON? 

16 A Yes. 

17 Q Under your t a r i f f you seem t o contemplate t h a t an 

18 EGS could be responsible f o r a l l b i l l i n g s and c o l l e c t i o n s 

19 even f o r regulated charges such as transmission and 

20 d i s t r i b u t i o n ; correct? 

21 A Could you give me t h a t 

22 Q Sure. Under your t a r i f f I be l i e v e i t 

23 contemplates t h a t an EGS could be responsible f o r a l l 

24 b i l l i n g and c o l l e c t i o n s , i n c l u d i n g regulated charges. 

25 MR. GALLAGHER: Could we have a c i t e somewhere? 
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Where are you r e f e r r i n g to? 

MR. STEINMETZ: I believe i t ' s h i s t a r i f f . There's 

got t o be a c o l l e c t i o n p r o v i s i o n i n here somewhere t h a t he 

was aware of. I had t r o u b l e f i n d i n g i t . Can you answer 

the question? 

THE WITNESS: Well, we have recommended c o l l e c t i o n 

a c t i v i t y i n an unbundled unregulated s e r v i c e . 

BY MR. STEINMETZ: 

Q A c t u a l l y -- a l l r i g h t . Do you contemplate t h a t 

an EGS w i l l have the r i g h t t o terminate a customer's 

service and by t h a t I mean disconnect the customer from the 

grid? For nonpayment of T, D or generation services? 

A No. An EGS w i l l not do the ph y s i c a l disconnect. 

I n accordance w i t h Chapter 56 r e g u l a t i o n s i t can request 

t h a t PECO do t h a t disconnect. 

Q Right. Would you please reference Rule 18.1, 

t h a t ' s on page 33 of the t a r i f f . That's b a s i c a l l y where 

you set t h a t out. That's what you have s a i d . But my 

question i s what does g e n e r a l l y mean? 

A I t h i n k the ge n e r a l l y there r e f e r s more t o the 

five-day p r o v i s i o n t h a t ' s contained i n t h a t sentence. I f 

there were a c o n d i t i o n t h a t involved a s a f e t y hazard or 

some other c o n d i t i o n which perhaps i s l i f e t h r e a t e n i n g , and 

we needed i n s t a n t remediation, then the EGS could exercise 

an o p p o r t u n i t y t o request PECO t o do the ph y s i c a l 
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disconnection under s e c t i o n , f o r example, 18.4 and not have 

t o w a i t the f u l l five-day period. 

Q For c l a r i f i c a t i o n t h a t would be the company and 

not the EGS a c t u a l l y disconnecting the customer. Right? 

A That i s c o r r e c t . 

Q Please t u r n t o Section 2.6 of your t a r i f f . 

That's on page 13. Now, why does t h i s t a r i f f a l l o w the EGS 

or the company t o provide a l e t t e r t o another EGS record 

regarding an end user's payment h i s t o r y ? 

A That l e t t e r would come at the request of the end 

user. So the end user had v o l u n t a r i l y agreed t o have t h a t 

l e t t e r go from one EGS t o the other. 

Q Okay. So j u s t f o r c o n f i r m a t i o n , t h a t would be 

w i t h the end user's knowledge or Commission? 

A Yes. 

Q Excuse me i f I am skipping around but could you 

t u r n t o 22.2 of your proposed t a r i f f , s i n g l e p o i n t of 

contact. I n t h i s s e c t i o n you r e q u i r e a customer — 

JUDGE RAINEY: I am so r r y . Do you have a page 

number? 

MR. GALLAGHER: T h i r t y - f i v e , Your Honor. 

MR. STEINMETZ: T h i r t y - f i v e . 

JUDGE RAINEY: Thank you. 

BY MR. STEINMETZ: 

Q This customer is required to report a service 
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1 outage t o t h e i r e l e c t r i c s u p p l i e r . Would you agree the 

2 vast amount of outages of transmission or d i s t r i b u t i o n are 

3 related? 

4 MR. GALLAGHER: Objection. I don't know whether 

5 t h a t ' s w i t h i n -- I don't believe t h a t ' s w i t h i n Mr. 

6 Kingerski's e x p e r t i s e . 

7 JUDGE RAINEY: I am going t o ove r r u l e the 

8 o b j e c t i o n . He can answer i f he knows. I f he doesn't know, 

9 he can say so. 

10 THE WITNESS: I don't know t h a t t o be the case. 

11 BY MR. STEINMETZ: 

12 Q I f a car h i t a d i s t r i b u t i o n pole a t the end of my 

13 block and ENRON was my EGS, instead of c a l l i n g PECO, who i s 

14 u l t i m a t e l y responsible f o r p u t t i n g back the l i n e , I would 

15 c a l l ENRON. I s t h a t correct? 

16 A Section 2 2 . 2 ( c ) ( 1 ) ( a ) would say yes, t h a t the 

17 primary r e c i p i e n t of those types of phone c a l l s would be 

18 the EGS and i f ENRON were the EGS of the customer whose 

19 se r v i c e were a f f e c t e d , t h a t ' s where the c a l l should go. 

20 Q And i f on my block of l e t ' s say 20 houses th e r e 

21 were ten houses t h a t had ten d i f f e r e n t EGS s u p p l i e r s and a 

22 pole went down, instead of c a l l i n g P h i l a d e l p h i a and having 

23 my service r e s t o r e d , we would have ten phone c a l l s 

24 throughout the n a t i o n t o d i f f e r e n t EGSs? I s t h a t c o r r e c t ? 

25 A Well, I won't speculate on the hypothetical of 
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whether t h a t would a c t u a l l y happen. I am not sure t h a t i t 

would happen under today's circumstances, but the way t h i s 

outage r e p o r t i n g o b l i g a t i o n has been set up i s t h a t an EGS 

who gets such a c a l l has the o b l i g a t i o n t o pass t h a t 

i n f o r m a t i o n along t o PECO on a r e a l time basis. 

So t h a t as the EGS gets the c a l l , PECO i s also 

g e t t i n g t h a t same in f o r m a t i o n w i t h no l a g . 

Q At page 7 of your r e b u t t a l , you i n d i c a t e t h a t 

ENRON now supports the p o r t a b i l i t y of cap r a t e discounts. 

But a t t h i s time you don't have a process f o r implementing 

t h i s p o r t a b i l i t y . I s t h a t correct? 

A What we have done i s t o accept i n i t s e n t i r e t y 

the concepts presented i n the p a r t i a l settlement regarding 

the cap r a t e program. The discounts, the extension of 

se r v i c e , the expansion of se r v i c e , a l l elements t h e r e t o . 

The a c t u a l procedures f o r implementing the discounts 

we would en v i s i o n would be p a r t of a compliance f i l i n g i n 

t h i s case as I would have expected they would have been 

p a r t of a compliance f i l i n g coming out of the p a r t i a l 

s ettlement. 

I mean, those are d e t a i l s t h a t have t o be worked out 

w i t h regard t o t h i s expansion of the cap r a t e program i n 

e i t h e r event. 

MR. STEINMETZ: Thank you. I have no f u r t h e r 

questions. 
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1 JUDGE RAINEY: I t h i n k I j u s t have one question. I t 

2 may go t o one or two, but I want t o understand the concept 

3 under how you see a l l the b i l l i n g arrangements t o work. 

4 BY MR. RYAN: 

5 Q Let's assume t h a t some service by the ENRON plan 

6 -- and I assume i t w i l l be the r e b u t t a l testimony v e r s i o n 

7 of the ENRON Choice Plan a c t u a l l y gets approved by the 

8 PUC. So t h a t you understand the r o l e you would have, then, 

9 i f t h i s happened; r i g h t ? You'd have an MBC c o n t r a c t 

10 somehow w i t h PECO; r i g h t ? 

11 A ENRON, as provider of l a s t r e s o r t , would have 

12 Q Well, ENRON — okay. As prov i d e r of l a s t 

13 r e s o r t . Well, l e t ' s t a l k about a s i t u a t i o n where ENRON'S 

14 handling at l e a s t i n name, Enron i s handling a l l the 

15 b i l l i n g s not only f o r the d e f a u l t customers but f o r 

16 customers who are shopping and s u c c e s s f u l l y shop and go t o 

17 Connectiv or something l i k e t h a t . 

18 I s n ' t t h a t correct? Won't you be doing t h a t , too or 

19 w i l l you not? Maybe I am misunderstanding i t . Maybe 

20 t h a t ' s why I am asking. 

21 A Well, the b i l l i n g arrangements and s p e c i f i c a l l y 

22 the MBC c o n t r a c t s , the d e t a i l s of t h a t have been l a i d out 

23 i n Mr. Kean's testimony, but the arrangement i s t h a t the 

24 b i l l i n g i s being done under c o n t r a c t by PECO t o ENRON. 

25 Q I may be under a misapprehension here and t h a t ' s 
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1 what I am asking you t o cl e a r up f o r me. B i l l i n g t o a l l 

2 customers now served by PECO, some of whom w i l l now be 

3 g e t t i n g t h e i r generation from any number of s u p p l i e r s , 

4 i n c l u d i n g ENRON, or i s t h a t MBC co n t r a c t only going t o 

5 apply t o the service t h a t ENRON provides t o d e f a u l t 

6 customers as i n ENRON'S capacity, whoever ENRON i s , i n 

7 ENRON'S capacity as a provider of l a s t r e s o r t ? I s t h a t a l l 

8 the MBC co n t r a c t applies to? 

9 A The MBC con t r a c t applies t o or w i t h ENRON, as 

10 pro v i d e r of l a s t r e s o r t as a con t r a c t between ENRON and 

11 PECO f o r t h a t service f o r d e f a u l t service customers. 

12 Q Okay. A l l r i g h t . Now, t h a t c l e a r s up the f i r s t 

13 p a r t . E a r l i e r something you said made me t h i n k you were 

14 t a l k i n g about a much broader r e s p o n s i b i l i t y , but I am 

15 obviously wrong. So you are saying i t ' s only i n t h a t 

16 capacity. I am pleased t o hear t h a t . That's what I 

17 thought but I wasn't sure. 

18 Now, f o r those p r o v i d e r s , those d e f a u l t customers 

19 who get t h e i r b i l l under the MBC c o n t r a c t , i f we assume --

20 no. And you also have the power purchase agreement i n 

21 place, t o o , i f the ENRON Choice Plan i s going forward; 

22 r i g h t ? So you are buying the power t o supply those d e f a u l t 

23 customers from ENRON -- I mean from PECO. I s t h a t 

24 correct? 

25 A For the transitional default customers, that is 
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an o b l i g a t i o n under the c o n t r a c t . 

Q So a t r a n s i t i o n a l d e f a u l t customer w i l l , i n f a c t , 

be r e c e i v i n g PECO power. I t s l i n e s and serv i c e s , i t s w i r e 

services i f you w i l l , would s t i l l be provided e f f e c t i v e l y 

by PECO employees and PECO f a c i l i t i e s and the b i l l s w i l l be 

prepared by PECO employees and f a c i l i t i e s under the MBC 

co n t r a c t but the when the b i l l f i n a l l y a r r i v e s a t t h a t 

t r a n s i t i o n a l d e f a u l t customer's place of business or h i s 

home, i t w i l l show ENRON as i f ENRON i s the e l e c t r i c 

company t o them, w i l l i t not? 

A That b i l l would show ENRON on i t as the s u p p l i e r 

because ENRON would be p r o v i d i n g the d e f a u l t s e r v i c e . 

That's c o r r e c t . 

Q And PECO, or i t s name w i l l appear nowhere i n any 

of those t r a n s a c t i o n s , w i l l i t ? 

A I don't know t h a t t o be the case. 

Q Would you expect i t t o be the case? I s ENRON 

l i k e l y t o put PECO's name on the b i l l ? I f you know? Maybe 

you don't know. 

A There may be arrangements where t h a t would 

occur. I r e a l l y am not sure. 

MR. RYAN: Thank you. That's a l l I have. 

JUDGE RAINEY: Thank you. Mr. Trask? 

MR. TRASK: I had p r e v i o u s l y i n d i c a t e d t o Mr. 

Gallagher we did not have cross but a couple of the 
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1 questions t h a t Mr. Steinmetz asked suggested j u s t a couple 

2 of questions t h a t I have. 

3 BY MR. TRASK: 

4 Q I j u s t wanted t o c l a r i f y , Mr. Kingersk i and -- I 

5 am Noel Trask on behalf of PECO. You mentioned i n response 

6 t o one question t h a t Mr. Steinmetz asked t h a t there were 

7 c e r t a i n circumstances under which EGS could request t h a t 

8 PECO terminate, t h a t i s p h y s i c a l l y shut o f f service t o a 

9 customer? 

10 A Yes. I believe I sai d t h a t the EGS would have t o 

11 adhere t o Chapter 56 re g u l a t i o n s w i t h regard t o t u r n o f f s , 

12 but i f everything had evolved such t h a t t h a t t u r n o f f was 

13 p o s s i b l e , and per m i t t e d , then the EGS would request PECO t o 

14 p h y s i c a l l y do the disconnect. 

15 Q Okay. Then, i f I could r e f e r you t o your r u l e 

16 18.1 i n your t a r i f f which i s on page 33 of the e x h i b i t , 

17 doesn't t h a t r u l e contemplate t h a t an EGS may not request 

18 such p h y s i c a l s h u t o f f by PECO and t h a t r a t h e r the customer 

19 would r e v e r t t o d e f a u l t service? 

20 A I am not sure I f o l l o w your question. 

21 Q Okay. Well, f i r s t of a l l , doesn't i t say t h a t 

22 EGS may terminate but not disconnect service? 

23 A Yes. And t h a t ' s r e f e r r i n g t o the f a c t t h a t the 

24 EGS i s not a p a r t y t h a t w i l l p h y s i c a l l y do the 

25 disconnection. 
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1 Q So your i n t e r p r e t a t i o n or the meaning w i t h i n 

2 language i s t h a t t h a t doesn't preclude an EGS from asking 

3 PECO t o do so under c e r t a i n circumstances? 

4 A That's c o r r e c t . The EGS could be t e r m i n a t i n g i t s 

5 service t o the end user i n t h a t the EGS i s no longer the 

6 s u p p l i e r of service t o t h a t end user. And i t also goes on 

7 t o say, then, t h a t the EGS cannot p h y s i c a l l y disconnect the 

8 s e r v i c e . 

9 Q Mr. Steinmetz also asked you about the s i n g l e 

10 p o i n t of contact. Do you r e c a l l t h a t testimony? Having t o 

11 do w i t h Rule 22.2? I n your t a r i f f ? 

12 A Yes. Generally. 

13 Q And i t would be c o r r e c t t o c h a r a c t e r i z e your 

14 testimony, d i d you say t h a t because there would be r e a l 

15 time l i n k s between PECO and EGS there would be no l a g i n 

16 the conveyance of in f o r m a t i o n about outages? 

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

18 Q Would you agree t h a t i t ' s possible t h a t the 

19 systems t h a t create these r e a l time l i n k s could f a i l on 

20 occasion? 

21 A I t h i n k any technology i s probably subject t o a 

22 c e r t a i n amount of r i s k f o r f a i l u r e and I don't know t h a t 

23 the r e a l time systems contemplated here would be any 

24 d i f f e r e n t . 

25 Q D i f f e r e n t than what? 
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1 A D i f f e r e n t than other s o p h i s t i c a t e d e l e c t r o n i c a l l y 

2 o r i e n t e d technology. I would say t h a t the EGS, so as t o 

3 make sure t h a t i t was adhering t o the requirements t h a t i t 

4 had t o provide t h i s r e a l time communication, may have or 

5 may need t o i n s t a l l redundant equipment t o make sure t h a t 

6 i t i s s t i l l adhering t o the requirement here. 

7 Q Since the equipment could f a i l n o t w i t h s t a n d i n g 

8 the existence of redundant equipment, wouldn't i t be 

9 possi b l e f o r there t o be occasions where the customer could 

10 get through t o PECO and at the same time i f they weren't 

11 able t o c a l l PECO the systems t h a t would enable the EGS t o 

12 communicate w i t h PECO could f a i l ? 

13 A Well, I t h i n k the p o s s i b i l i t y , the p o t e n t i a l f o r 

14 f a i l u r e could e x i s t on both sides. I mean, I could agree 

15 w i t h the premise of your question but I'd also have t o say 

16 t h a t the p o s s i b i l i t y of a customer not being able t o get 

17 through t o PECO because of some type of t e c h n o l o g i c a l 

18 f a i l u r e could e x i s t also and I don't know t h a t the 

19 d i f f e r e n c e s i n those two r i s k s are d i f f e r e n t . 

20 Q I n the case of the EGS as the contact, however, 

21 aren't there two sets of systems t h a t would have t o work? 

22 Whereas, i f the customer could c a l l PECO there's only one 

23 system t h a t has t o work? 

24 A But again, the --

25 Q First of a l l — you can expand on your answer but 
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1 do you agree w i t h that? 

2 A No. I don't agree w i t h the basic premise because 

3 the technology t h a t i s being used by the EGS might have a 

4 much lower f a i l u r e r a t e than t h a t which i s being used by 

5 PECO. I mean, I j u s t don't know t h a t t h a t would be the 

6 case. 

7 MR. TRASK: Your Honor, I have nothing f u r t h e r . 

8 JUDGE RAINEY: Thank you. Any f u r t h e r cross 

9 examination? Mr. Kleppinger? 

10 MR. KLEPPINGER: Thank you. Your Honor. Good 

11 afternoon, Mr. K i n g e r s k i . 

12 THE WITNESS: Good afternoon. 

13 BY MR. KLEPPINGER: 

14 Q Before I get t o what I r e a l l y wanted t o do, I was 

15 confused by one of your p r i o r responses. I 'd l i k e t o walk 

16 through what an HT customer, r a t e HT, high t e n s i o n customer 

17 would receive i n terms of r a t e cap p r o t e c t i o n on the T&D 

18 piece of t h e i r purchase. 

19 Let's assume t h a t an HT customer exercises i t s r i g h t 

20 t o choose an a l t e r n a t e s u p p l i e r but also say sales t h a t 

21 they want t o be b i l l e d separately by the a l t e r n a t e s u p p l i e r 

22 f o r the generation and f o r PECO f o r the T&D. Okay? 

23 F i r s t question i s , i s t h a t permissible under the 

24 ENRON Choice Plan? Their s e l e c t i o n of t h a t type of a 

25 b i l l i n g arrangement? Let me j u s t repeat what I understood 
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you t o say. 

The HT customer would purchase generation from an 

EGS. The transmission and d i s t r i b u t i o n d e l i v e r y would be 

provided by PECO v i a t h a t same EGS and the customer would 

also have chosen competitive supply f o r metering and 

b i l l i n g from an EGS, perhaps the same one. 

I t h i n k the only caveat there t h a t I don't b e l i e v e 

was c o r r e c t i s t h a t the customer continues t o purchase 

t h e i r T&D from PECO and e l e c t s t o be b i l l e d separately by 

PECO. Can they do t h a t under the ENRON Choice Plan? 

A No. 

Q They cannot. Now, i f they e l e c t t o -- w e l l , I 

guess they don't have the e l e c t i o n . So the HT customer 

t h a t takes an a l t e r n a t e s u p p l i e r i s going t o be b i l l e d by 

the a l t e r n a t e s u p p l i e r f o r both the generation piece and 

the transmission d i s t r i b u t i o n piece. That's t h e i r o nly 

option? 

A Well, I guess one q u a l i f i c a t i o n I would add t o 

t h a t i s a customer w i t h the appropriate means t o do so, has 

the o p p o r t u n i t y t o , i t s e l f , become an EGS. So i f a 

customer exercised t h a t o p t i o n and met the c r i t e r i a f o r 

being an EGS, then i t could do t h a t . 

Q Why do you t h i n k a customer would want t o apply 

t o the Commission t o be an EGS have a bonding requirement 

just to take regular electric service? 
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1 A I d i d n ' t say t h a t he would want t o . I j u s t s a i d 

2 t h a t they would have t h a t o p p o r t u n i t y . 

3 Q I s i t your understanding of the PJM transmission 

4 t a r i f f t h a t end use customers can q u a l i f y t o take 

5 transmission service d i r e c t l y from PJM? 

6 A I don't know. 

7 Q Under the ENRON Choice Plan, would they have the 

8 a b i l i t y t o do t h a t or would -- l e t ' s assume h y p o t h e t i c a l l y 

9 t h a t under the PJM open access transmission t a r i f f t h a t an 

10 end user can, i n f a c t , purchase transmission service 

11 d i r e c t l y from PJM? 

12 Would they have the a b i l i t y t o do t h a t under the 

13 ENRON Choice Plan or would they be foreclosed by v i r t u e of 

14 having t o take t h a t transmission service through the 

15 e l e c t r i c generation supplier? 

16 A Under the conditions t h a t you have c i t e d , I would 

17 say they can, i n f a c t , purchase transmission separately 

18 from PJM and I would c i t e , f o r example, page 57 of the 

19 t a r i f f which i s the second page of r a t e HT and there we say 

20 t h a t transmission service may be purchased separately from 

21 d i s t r i b u t i o n s e r v i c e . So the ENRON plan does e n v i s i o n t h a t 

22 transmission and d i s t r i b u t i o n are two unbundled services. 

23 Q Okay. So now my high tension customer can go t o 

24 PJM f o r transmission. Can they go t o -- but they s t i l l 

25 don't go t o PECO f o r the l a s t d i s t r i b u t i o n piece i f they 
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are choosing an a l t e r n a t e s u p p l i e r . A l t e r n a t e s u p p l i e r has 

t o purchase t h a t f o r them under the ENRON Choice Plan? 

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

Q Now, I bel i e v e i n answer t o Mr. Steinmetz you 

i n d i c a t e d t h a t where the customer chooses an a l t e r n a t e 

s u p p l i e r , t h a t the p r i c i n g of the transmission and 
i 

d i s t r i b u t i o n service would be the subject of n e g o t i a t i o n 

between the customer and the a l t e r n a t e generation 

sup p l i e r ? Did I understand you c o r r e c t l y or not? Maybe I 

misunderstood? 

A Well, the customer w i l l know by l o o k i n g a t , being 

able t o look a t PECO's t a r i f f t h a t applies t o EGS, what the 

EGS i s paying f o r transmission and d i s t r i b u t i o n . The EGS, 

i n t u r n , i n i t s r e l a t i o n s h i p w i t h the customer, w i l l 

presumably be bundling a package of se r v i c e s , transmission 

and d i s t r i b u t i o n being two of them. 

I f t h a t customer wants an a l l - i n p r i c e t h a t includes 

perhaps some of the thin g s t h a t Mr. O l i v e r r e f e r r e d t o t h i s 

morning, energy e f f i c i e n c y improvement, d i f f e r e n t energy 

serv i c e s , i f f o r some reason t h a t customer wanted a package 

p r i c e f o r a bundle of serv i c e s , there would be no 

requirement t h a t the EGS would have t o separately show or 

e x p l i c i t l y p o i n t out hat transmission and d i s t r i b u t i o n 

p r i c e s are. 
But f o r t h a t piece of i t , i t ' s not t h a t the customer 
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i s n e g o t i a t i n g on transmission and d i s t r i b u t i o n r a t e s . The 

customer i s n e g o t i a t i n g on what the package of energy 

r e l a t e d services are t h a t they are purchasing. 

Q Before we s t a r t packaging services I'd l i k e t o 

t r y t o keep t h i s w i t h three services; generation, 

transmission and d i s t r i b u t i o n . On the transmission and 

d i s t r i b u t i o n piece, i f a customer purchased power from an 

a l t e r n a t e generation s u p p l i e r i n the ENRON Choice Plan, 

does t h a t customer continue t o have the p r o t e c t i o n of the 

transmission and d i s t r i b u t i o n r a t e cap p r o v i s i o n s of the 

Competition Act? 

A The p r o t e c t i o n e x i s t s v i a the r a t e s t h a t are 

being charged by PECO t o the EGS. 

Q Is the EGS o b l i g a t e d under the Competition Act, 

t o charge no more than the rates t h a t they pay the l o c a l 

d i s t r i b u t i o n company f o r transmission and d i s t r i b u t i o n 

service? 

A I am not aware i f there's an e x p l i c i t requirement 

t o t h a t e f f e c t i n the act. 

Q I f the e l e c t r i c generation s u p p l i e r were t o 

charge the customer more than the transmission and 

d i s t r i b u t i o n charges t h a t the l o c a l d i s t r i b u t i o n company i s 

charging the EGS, do you b e l i e v e t h a t t h a t ' s a v i o l a t i o n of 

the non-generation r a t e cap p r o v i s i o n of the Competition 

Act? 
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1 MR. GALLAGHER: Your Honor, I may have t o o b j e c t . 

2 He may be asking f o r a l e g a l o p i n i o n . 

3 MR. KLEPPINGER: Your Honor, t h i s i s the ra t e s and 

4 t a r i f f s person t h a t --

5 JUDGE RAINEY: I understand. The witness can answer 

6 the question i f he knows. I f he does not know, he can say 

7 so. 

8 THE WITNESS: Well, I guess I would l i k e t o answer 

9 i t not from a l e g a l perspective but from a business 

10 perspective. I don't know i f i t ' s a v i o l a t i o n of the a c t , 

11 but I would t h i n k t h a t a customer i n t h a t s i t u a t i o n , when 

12 faced w i t h paying -- faced w i t h the p o s s i b i l i t y of paying 

13 higher T&D rates than the EGS i s paying, i t s e l f , would 

14 q u i c k l y f i n d a new EGS. 

15 BY MR. KLEPPINGER: 

16 Q Would you agree t h a t f o r a customer t o make t h a t 

17 k i n d of a determination, they'd have t o have a knowledge 

18 base of what the T&D charges a c t u a l l y are i n the LDCs 

19 t a r i f f ? 

20 A Yes. 

21 Q Would you also agree t h a t they would have t o know 

22 what the component of the b i l l t h a t they are g e t t i n g from 

23 the e l e c t r i c generation s u p p l i e r i s t h a t ' s a t t r i b u t a b l e t o 

24 transmission and d i s t r i b u t i o n service? I n order t o make 

25 the relevant comparison as to whether they are being over-
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1 charged or not? 

2 A There's a c e r t a i n amount of i n f o r m a t i o n t h a t 

3 would go i n t o t h a t , yes. I agree. 

4 Q And would you agree t h a t i f the customer i s 

5 g e t t i n g a bundled p r i c e f o r the three components 

6 generation, transmission and d i s t r i b u t i o n , w i t h o u t a 

7 separation of those three components, they wouldn't be able 

8 t o t e l l whether they were being overcharged f o r a 

9 transmission or d i s t r i b u t i o n i n comparison t o the charge 

10 t h a t the EGS i s r e c e i v i n g from the l o c a l d i s t r i b u t i o n 

11 company? 

12 A Well, w i t h the type of h y p o t h e t i c a l t h a t you are 

13 presenting t h e r e , I t h i n k t h a t would be r e l a t i v e l y e a s i l y 

14 remedied by having or requesting an unbundled b i l l from the 

15 EGS. And i t ' s c e r t a i n l y my experience and f e e l i n g t h a t the 

16 s o p h i s t i c a t e d HT customer could, and o f t e n does make those 

17 type of c a l c u l a t i o n s under e x i s t i n g rates r i g h t now and 

18 t h a t they would continue t o do t h a t type of a c t i v i t y under 

19 the s i t u a t i o n t h a t or the type of environment t h a t ENRON i s 

20 proposing here. 

21 Q Mr. K i n g e r s k i , would you agree, subject t o check, 

22 t h a t there's over 2000 r a t e HT customers on the PECO system 

23 today? 

24 A Yes. 

25 Q And i s i t your understanding t h a t a l l customers 
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1 served a t 13.28 KV and above are r a t e HT customers? 

2 A I don't know t h a t a l l customers served a t 13.28 

3 and above are e x c l u s i v e l y HT, no. 

4 Q I f I could t u r n t o page 12 of your testimony, 

5 r e b u t t a l testimony, l i n e s 5 and 6 you do make the general 

6 statement t h a t the ENRON proposal i s not intended t o take 

7 away any b e n e f i t t h a t P-A-I-E-U-G i s o b t a i n i n g a p a r t i a l 

8 settlement and th a t ' s r e a l l y the purpose of most of my 

9 questions here today. 

10 I s i t f a i r t o say t h a t ENRON i s accepting now the 

11 e n t i r e p r o v i s i o n s contained i n the p a r t i a l settlement w i t h 

12 respect t o Large I n t e r r u p t i b l e Load Rate or LILR? 

13 A I would r e f e r t o my E x h i b i t 1-R i n t h a t testimony 

14 which i s a copy of a data response t h a t we provided i n 

15 answer t o the Public U t i l i t y Commission i n t e r r o g a t o r y Set 

16 Number 2, question 1, where we took each of the issues t h a t 

17 we believed were r e l e v a n t t o t h a t settlement and explained 

18 how we have e i t h e r matched or met what was contained i n the 

19 p a r t i a l settlement or i n those cases where there was not a 

20 match, why we d i d not match. 

21 Q And t h a t i n t e r r o g a t o r y response goes beyond r a t e 

22 LILR? Correct? Meaning i t s other p r o v i s i o n s as w e l l . I f 

23 we can focus on LILR. Can we agree t h a t ENRON'S agreed 

24 t h a t the a v a i l a b i l i t y of LILR w i l l continue through the 

25 year 2008? 
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A Yes. 

Q Can we agree t h a t ENRON has agreed t h a t the on 

peak hour p r i c i n g f o r LILR duri n g t h a t time p e r i o d w i l l 

continue t o be the PJM b i l l i n g r a t e or i t s e q u i v a l e n t plus 

a one cent adder? 

A As p a r t of d e f a u l t s e r v i c e , yes. 

Q Can we agree t h a t ENRON w i l l c h a r a c t e r i z e LILR 

customers as d e f a u l t customer? 

A Yes. 

Q Has ENRON agreed t h a t the methodology and 

a p p l i c a t i o n of power f a c t o r adjustment t o a r a t e HT LILR 

customer's b i l l i n g w i l l not change under the ENRON Choice 

Plan? 

A Well, a suggested wording change t o t h a t e f f e c t 

was made w i t h Mr. Baron yesterday and subject t o check, I 

bel i e v e he accepted t h a t wording change. But w i t h t h a t 

wording change, then, yes, your question i s c o r r e c t . 

Q And has ENRON agreed t h a t the composition of the 

one cent adder and a t the time t h a t the one cent adder i s 

unbundled, i f you w i l l , w i l l be a h a l f a cent f o r 

transmission and h a l f cent f o r d i s t r i b u t i o n , thus t o t a l i n g 

the one cent number? 

A Yes. And those rates have e x p l i c i t l y been l a i d 

out i n r a t e schedule HT. 

Q And finally, the way in which CTC or ITC w i l l be 
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1 ap p l i e d t o a r a t e LILR customer, ENRON has agreed t o the 

2 same pr o v i s i o n s as are contained i n the p a r t i a l settlement 

3 w i t h respect t o t h a t c a l c u l a t i o n ? 

4 A I f by t h a t you mean t h a t there w i l l be no CTC 

5 charges assessed t o the on peak p o r t i o n of the customer's 

6 i n t e r r u p t i b l e load, the answer i s yes. 

7 Q And w i t h respect t o the o f f peak p o r t i o n s of the 

8 r a t e LILR customer's load ENRON i s agreeing t o the 

9 c a l c u l a t i o n methodology t h a t i s described i n the p a r t i a l 

10 settlement i n paragraph 12? 

11 A I bel i e v e the o f f peak CTC i s standard under, as 

12 defined under schedule HT. 

13 Q W i l l ENRON use the customer's b i l l i n g demands f o r 

14 purposes of performing the o f f peak ITC c a l c u l a t i o n ? 

15 A As described i n the p a r t i a l settlement? 

16 Q Yes. 

17 A Yes. 

18 Q Now, i f I understand what you have done w i t h the 

19 E x h i b i t A t o your d i r e c t testimony, and I am going t o focus 

20 on the l a s t three pages of t h a t which are the ma t r i x of the 

21 r i d e r s , and I ' l l s t i c k w i t h LILR f o r the moment which can 

22 be found on page 3 of 4 of t h a t e x h i b i t , the end of t h a t 

23 e x h i b i t . 

24 Having agreed t h a t LILR customers are d e f a u l t 

25 customers, and then recommending at this point of .the 
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1 e x h i b i t t h a t c r e d i t s be re p r i c e d i n LILR, are you 

2 d i f f e r e n t i a t i n g between a d e f a u l t LILR customer and a 

3 non-default LILR customer? 

4 A Yes. And l e t me ex p l a i n how -- my reference i s 

5 t o t h a t i n r e b u t t a l testimony. With preserving the 

6 arrangement t h a t now e x i s t w i t h the LILR customer t h a t 

7 would be done under an agreement w i t h the wording as 

8 p r e s e n t l y e x i s t s i n t h a t r i d e r would a t t a c h t o t h a t 

9 customer's service going i n t o the f u t u r e , so the customer 

10 could preserve the same type of arrangement i t has now w i t h 

11 LILR going i n t o the f u t u r e . 

12 For an HT customer t h a t i s not p r e s e n t l y served 

13 under LILR, i n the f u t u r e i t ' s envisioned under our plan 

14 t h a t there w i l l be a new version of LILR t h a t would e x i s t 

15 where the generation component of the service has been 

16 unbundled. 

17 The customer could c o n t r a c t w i t h any number o f , one 

18 of any number of EGSs t h a t were p r o v i d i n g generation 

19 s e r v i c e and i n a l l l i k e l i h o o d matching or b e t t e r i n g the 

20 type of arrangement they have now w i t h PECO. 

21 But we also recognize t h a t there would be advantages 

22 t o having an LILR even under those circumstances, where 

23 perhaps d i s t r i b u t i o n and/or transmission c o n s t r a i n t s could 

24 be r e l i e v e d by having i n t e r r u p t i o n of the customer's load. 

25 So for that new customer, for that prospective 
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customer, then, we are saying t h a t he would have the 

advantage of f i r s t being able t o obta i n competitive 

e l e c t r i c supply i n the market, where he can shop f o r the 

best arrangement t h a t would s u i t h is p a r t i c u l a r c u r t a i l m e n t 

o p p o r t u n i t i e s , and then also couple t h a t w i t h discounts, 

cost based discounts on the transmission and d i s t r i b u t i o n 

system t h a t would r e f l e c t the avoided costs t h a t are 

possib l e by having an i n t e r r u p t i b l e load. 

Q Thank you. " I take i t , then, t h a t a t the end of 

the Enron Choice Plan, there's r e a l l y two LILRs, one t h a t 

a pplies t o customers t h a t are on the r a t e today and keep 

t h e i r c o n t r a c t and those t h a t may want t o t r y t o get on the 

r a t e l a t e r on a f t e r the unbundled t a r i f f i s i n existence? 

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

Q Now, t h a t l a t t e r group of customers, i s i t 

ENRON'S view t h a t they would not be able t o q u a l i f y f o r the 

p r e e x i s t i n g LILR? You are saying there's no reason t o 

maintain t h a t t a r i f f ? 

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

Q Do you know i f the LILR i s c u r r e n t l y open t o new 

customers at a l l even under these t a r i f f s f o r PECO? 

A Based on my reading of PECO's e x i s t i n g t a r i f f 

LILR, I would say no, t h a t a customer had t o be under 

c o n t r a c t f o r e i t h e r HT or EP schedule as of December 1st of 

1995 to qualify. 
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1 Q And under the ENRON Choice Plan, under the new 

2 ver s i o n of LILR you would be reopening t h a t under your 

3 proposal. I s t h a t correct? 

4 A No. I wouldn't c h a r a c t e r i z e i t as a reopening. 

5 I would c h a r a c t e r i z e i t as a d i f f e r e n t type of r i d e r which 

6 i s r e f l e c t i n g possible savings on transmission and 

7 d i s t r i b u t i o n because of the customer's w i l l i n g n e s s t o 

8 i n t e r r u p t or c u r t a i l load on demand. 

9 Q So i n essence, you are proposing a new 

10 i n t e r r u p t i b l e r i d e r f o r T&D service? 

11 A Exactly. 

12 Q Now, i f you t u r n back t o page 2 of E x h i b i t A, the 

13 c o o l i n g thermal storage HT r i d e r , i s i t s t i l l ENRON'S 

14 p o s i t i o n t h a t t h a t end r i d e r be e l i m i n a t e d from PECO's 

15 t a r i f f ? 

16 A Yes. And j u s t t o c l a r i f y , t h i s recommendation i s 

17 made r e l a t i v e t o what we are c a l l i n g , say, an end s t a t e 

18 c o n d i t i o n . 

19 I t ' s saying t h a t t h a t type of r i d e r , once we have 

20 a r r i v e d t o a f u l l y competitive environment where services 

21 have been unbundled, and generation can be purchased i n a 

22 market where there are competing EGSs, t h a t i n those kinds 

23 of con d i t i o n s or under those kinds of co n d i t i o n s there's no 

24 longer a need f o r a r i d e r which gives p r e f e r e n t i a l 

25 treatment t o t h i s one technology because o f , l e t ' s say, of 
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a lack of refinement i n an otherwise a v a i l a b l e r a t e 

schedule. 

With a c o o l i n g storage a p p l i c a t i o n , the reason t h a t 

a s p e c i a l r i d e r l i k e t h i s i s i n place i s because presumably 

a l o t of t h a t customer's load has been s h i f t e d t o the o f f 

peak. And t h e r e f o r e , t h a t would warrant a s p e c i a l r a t e as 

compared t o the standard r a t e . 

I t ' s our view t h a t i n the competitive market, i f the 

customer has t h a t type of load, and the type of 

c h a r a c t e r i s t i c where most of t h a t load i s o f f peak, then he 

w i l l be able t o go i n t o the marketplace and c o n t r a c t w i t h 

an EGS who would be very w i l l i n g t o o f f e r low p r i c e s f o r 

load which i s predominantly o f f peak. 

Q At what p o i n t i n time would t h i s r i d e r be 

eliminated? I s there a date s p e c i f i c t h a t t h i s r i d e r would 

be e l i m i n a t e d i n the ENRON Choice Plan? 

A We have not proposed a s p e c i f i c date f o r t h a t , 

no. 

Q I f a customer i s on the c o o l i n g thermal storage 

HT r i d e r as of December 31, 1996, i s i t your b e l i e f t h a t 

t h a t customer has the p r o t e c t i o n of the r a t e cap p r o v i s i o n s 

t h a t are contained i n the Competition Act? With respect t o 

t h a t service? 

A At t h i s time, there has not been a d e f a u l t 

s e r v i c e s p e c i f i c a l l y f o r c o o l i n g thermal storage customers 
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1 t h a t has been proposed as p a r t of the ENRON plan. 

2 Q I don't t h i n k t h a t answered the question. The 

3 question was whether a customer was on the c o o l i n g thermal 

4 HT r i d e r as of December 31, 1996, does t h a t customer, w i t h 

5 respect t o t h a t s e r v i c e , have the p r o t e c t i o n of the r a t e 

6 cap p r o v i s i o n s of the Competition Act? 

7 A Well, I could see where, as a t r a n s i t i o n s o l u t i o n 

8 p r i o r t o the p o i n t where competition was f u l l y a c t i v e and 

9 a v a i l a b l e t o a l l customers t h a t there would be, t h a t t h e r e 

10 could be a need t o maintain t h a t type of r i d e r going 

11 forward f o r customers who were p r e s e n t l y served thereunder 

12 u n t i l such time as those customers had the o p p o r t u n i t y t o 

13 choose. 

14 So, f o r example, i f there were a c o o l i n g thermal 

15 storage r i d e r customer who d i d not have the o p p o r t u n i t y t o 

16 choose u n t i l say 1/1/2000, t h a t c e r t a i n l y a t a minimum, the 

17 t r a n s i t i o n would have t o maintain t h i s r i d e r f o r t h a t 

18 customer u n t i l the p o i n t a t which t h a t customer had the 

19 o p p o r t u n i t y t o choose. 

20 Now, my presumption i s t h a t when they had t h a t 

21 o p p o r t u n i t y , they would be able t o do at l e a s t as w e l l as 

22 they are doing now under t h i s r i d e r by c o n t r a c t i n g w i t h an 

23 EGS. I f there were some reason t h a t t h a t presumption would 

24 not hold t r u e , then I could see where we would have t o take 

25 care of t h a t type of s i t u a t i o n and the customer could b r i n g 
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1 t h a t t o the a t t e n t i o n of the Commission and/or ENRON and we 

2 would be w i l l i n g t o work through t h a t . 

3 Q Are the r a t e cap pro v i s i o n s contained i n the 

4 Competition Act under your understanding, t i e d i n terms of 

5 t h e i r d u r a t i o n f o r generation service t o the c o l l e c t i o n 

6 p e r i o d of the CTC or a p o i n t i n time when someone 

7 determines t h a t s u f f i c i e n t competition e x i s t s i n the 

8 marketplace? 

9 A I bel i e v e t h a t i t ' s t i e d t o the CTC recovery 

10 p e r i o d . I r e a l l y don't remember the s p e c i f i c s of t h a t . 

11 Q That's good. So a CTC c o l l e c t i o n p e r i o d , i f i t ' s 

12 going t o run through 2008, there would be r a t e cap 

13 p r o t e c t i o n , l e t ' s say 2005 so we don't get i n t o the 

14 extension periods. 

15 Let's say t h a t i n PECO's service t e r r i t o r y there's 

16 going t o be a CTC or an ITC throughout the year 2005. 

17 Under the ENRON Choice Plan, does the c o o l i n g thermal 

18 storage HT r i d e r customer have the p r o t e c t i o n of t h a t r a t e 

19 cap through 2005? 

20 A That i s not an e x p l i c i t p a r t of the ENRON 

21 proposal a t the present time. 

22 Q I s t h i s a b e n e f i t , i n your mind, of the p a r t i a l 

23 settlement t o P-A-I-E-U-G? Namely t h a t the r a t e cap 

24 p r o v i s i o n s e x i s t through 2005 f o r the r i d e r s c u r r e n t l y 

25 contained i n PECO's t a r i f f ? 
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1 A I don't r e q u i r e any -- I mean I don't r e c a l 1 any 

2 o b l i g a t i o n t h a t PECO has i n the p a r t i a l settlement t o 

3 maintain t h a t r i d e r as i t e x i s t s r i g h t now. 

4 Q I s i t s e l f evident from the s t a t u t e , i t s e l f , t h a t 

5 the r a t e cap p r o t e c t i o n s f o r customers t h a t are t a k i n g 

6 services December 31, 1996 have r a t e cap p r o t e c t i o n d u r i n g 

7 the d u r a t i o n of the CTC c o l l e c t i o n ? 

8 A I t ' s not s e l f evident t o me and I base t h a t on 

9 the f a c t t h a t i n a competitive environment where generation 

10 i s provided by a mu l t i t u d e of EGSs and not by PECO as a 

11 reg u l a t e d e n t i t y , t h a t t h a t type of r i d e r would continue t o 

12 e x i s t ? 

13 I mean, t h a t was my fundamental f e e l i n g about t h i s 

14 r i d e r t h a t i t i s b a s i c a l l y i n c o n s i s t e n t w i t h an unbundled 

15 competitive market p r i c e . So I can't say t h a t i t ' s s e l f 

16 evident t h a t t h a t r i d e r would continue t o e x i s t i n an 

17 environment t h a t was completely competitive. 

18 Q What charges are covered by the r a t e cap, then? 

19 A The charges covered by the r a t e cap are a l l those 

20 i n d e f a u l t service which cover each of the i n d i v i d u a l r a t e 

21 schedules. 

22 Q Well, i s d e f a u l t service only the s t r a i g h t 

23 s e r v i c e t h a t a customer takes under r a t e R, r a t e RH, r a t e 

24 GS r a t e PD and r a t e HT and excluding a l l the r i d e r s t h a t 

25 are i n the cu r r e n t t a r i f f ? I s t h a t the ENRON p o s i t i o n ? I s 
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1 t h a t what d e f a u l t service means t o you? 

2 A I t h i n k we have described what d e f a u l t s e r v i c e 

3 means i n the t a r i f f and the testimony of various 

4 witnesses. 

5 Q I ' l l ask again, does the d e f a u l t s e r v i c e i n the 

6 ENRON Choice Plan, i s i t l i m i t e d t o the p l a i n v a n i l l a 

7 services t o take under an R and RH, HT, GS and an HT r a t e 

8 and exclude the r i d e r s t h a t may be a v a i l a b l e t o customers 

9 under one or a l l of those r a t e schedules? 

10 A Well, I come back t o my same answer, which i s 

11 t h a t i n an unbundled environment, some of these r i d e r s are 

12 i n c o n s i s t e n t w i t h t h a t type of environment. 

13 Now, we have also made the statement i n t h i s same 

14 e x h i b i t , a t page 1 of t h i s e x h i b i t , t h a t we have o f f e r e d 

15 these observations on these r i d e r s because t h i s i s how we 

16 expect the f u l l y competitive environment w i l l operate. 

17 We acknowledge t h a t t h i s i s not a f i n a l package of 

18 r i d e r s i n t h a t we would need t o work w i t h the company, work 

19 w i t h PECO, t o implement the i n d i v i d u a l d e t a i l s associated 

20 w i t h s p e c i f i c customers. 

21 Now, I t h i n k i n some cases, .the kinds of 

22 circumstances t h a t you are r e f e r r i n g t o would be covered i n 

23 those kinds of arrangements, but again, my basic p o i n t i s 

24 t h a t i n a competitive environment where generation can be 

25 purchased separately, services r e l a t e d t o generation should 
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1 not be p a r t of the t a r i f f . 

2 Q These arrangements t h a t would take care of these 

3 r i d e r s and the discussions t h a t ENRON would have w i t h PECO, 

4 would these a l l occur before December 11, 1997? 

5 A I don't t h i n k so, no. 

6 Q Would I , as a rep r e s e n t a t i v e of customers t a k i n g 

7 service of those r i d e r s be p r i v y t o those arrangements and 

8 discussions? 

9 A I would c e r t a i n l y t h i n k so, but I , since we are 

10 t a l k i n g about something t h a t ' s prospective, I t h i n k t h a t 

11 would be an arrangement between PECO, ENRON and perhaps 

12 others. 

13 Q Moving down the column t o the c u r t a i l m e n t HT 

14 r i d e r , I'11 t r y not t o be r e p e t i t i o u s here. Your basic 

15 recommended a c t i o n here i s r e a l l y i d e n t i c a l t o your 

16 recommended a c t i o n on the large i n t e r r u p t i b l e load r i d e r ; 

17 correct? I n terms of e l i m i n a t i n g references t o generation 

18 services and r e p r i c i n g the c r e d i t ? I t ' s the same 

19 verbiage. 

20 A You are looking a t the s p e c i f i c r i d e r or j u s t 

21 r i d e r s i n general? 

22 Q No. I am back on your E x h i b i t A and the 

23 c u r t a i l m e n t HT r i d e r . Your recommended a c t i o n block t h e r e 

24 i s i d e n t i c a l t o the recommended a c t i o n block on the la r g e 

25 i n t e r r u p t i b l e load r i d e r . 

HOLBERT ASSOCIATES 
(717) 540-9669 



1721 
1 A Yes. That's c o r r e c t . 

2 Q So here again, i n the ENRON Choice Plan, I t h i n k 

3 you are d i f f e r e n t i a t i n g between d e f a u l t service c u r t a i l m e n t 

4 HT r i d e r s t h a t would continue t o take service from PECO and 

5 a customer who opts f o r an a l t e r n a t e s u p p l i e r and you are 

6 con v e r t i n g the c u r t a i l m e n t HT r i d e r i n t h a t second case t o 

7 a T&D c u r t a i l m e n t r i d e r ; correct? 

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

9 Q And i s the remaining c u r t a i l m e n t HT r i d e r 

10 customer the e x i s t i n g customer, a d e f a u l t customer under 

11 the ENRON Choice Plan? 

12 A I am sorr y . Could you give me t h a t example 

13 again. 

14 Q The customer t h a t ' s c u r r e n t l y on the c u r t a i l m e n t 

15 HT r i d e r today r e c e i v i n g the $2.00 per KW c r e d i t , under the 

16 ENRON Choice Plan, i s t h a t customer a d e f a u l t customer? 

17 A ENRON'S plan matched the p r o v i s i o n s t h a t were i n 

18 the p a r t i a l settlement w i t h regard t o LILR, f o r example. I 

19 don't r e c a l l , other than he EER and 4.6 s p e c i a l c o n t r a c t , I 

20 don't r e c a l l the p a r t i a l settlement addressing any of these 

21 other r i d e r s . 

22 Our plan, then, d i d not address any of these other 

23 r i d e r s because i t ' s not our impression t h a t there's 

24 anything there, t o match w i t h regard t o the p a r t i a l 

25 settlement. 
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1 Q Is t h a t -- can you answer the question? Whether 

2 they are a d e f a u l t customer or not under the ENRON Choice 

3 Plan? A c u r t a i l m e n t HT r i d e r customer, i r r e s p e c t i v e of 

4 what's i n the p a r t i a l settlement. 

5 There's some thin g s the p a r t i a l settlement may have 

6 f e l t i t d i d n ' t have t o say. But w e ' l l t r y t o keep the 

7 e d i t o r i a l i z i n g aside. Under your choice p l a n , i s a 

8 c u r t a i l m e n t HT r i d e r customer today a d e f a u l t customer --

9 p e r i o d -- question mark. 

10 A My answer i s t h a t a separate d e f a u l t s e r v i c e 

11 category was not set up f o r t h a t customer under t h a t r i d e r 

12 because the p a r t i a l settlement d i d not address t h a t 

13 customer. So the answer i s no, because i t was not our 

14 impression t h a t we were t r y i n g t o match anything there i n 

15 the p a r t i a l settlement. 

16 Q So under your i n t e r p r e t a t i o n of the p a r t i a l 

17 settlement, an HT customer t h a t also takes s e r v i c e under 

18 the c u r t a i l m e n t HT r i d e r and I t h i n k we can agree t h a t 

19 t h a t ' s the $2.00 per KW c r e d i t on t h e i r demand charge? I s 

20 t h a t your general f a m i l i a r i t y w i t h the c u r t a i l m e n t HT 

21 r i d e r ? 

22 A. I ' l l accept t h a t . 

23 Q Okay. Is i t your believe t h a t the p a r t i a l 

24 settlement does not p r o t e c t t h a t customer i n terms of the 

25 statutory rate cap as i t applies to the HT service they 
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take i n conj u n c t i o n w i t h the c u r t a i l m e n t HT r i d e r ? 

A I am aware of no such p r o t e c t i o n i n the p a r t i a l 

settlement. 

Q And you don't believe t h a t the Competition Act 

gives t h a t p r o t e c t i o n and doesn't have t o be mentioned i n 

the p a r t i a l settlement? 

MR. GALLAGHER: I believe he's already answered t h a t 

question. Your Honor. 

MR. KLEPPINGER: I have been asking a l o t of 

questions but I haven't heard many answers, Mr. Gallagher. 

JUDGE RAINEY: I am going t o ove r r u l e the 

o b j e c t i o n . 

THE WITNESS: Could you repeat the question. 

BY MR. KLEPPINGER: 

Q I s i t your understanding t h a t an e x i s t i n g r a t e HT 

customer who also u t i l i z e s the c u r t a i l m e n t HT r i d e r i s 

protec t e d by the r a t e cap provisions of the Competition 

Act? I n the charges t h a t they paid f o r t h a t s e rvice as of 

December 31, 1996? 

MR. GALLAGHER: Your Honor, I am going t o have t o 

obj e c t again on the grounds t h a t i t i s asking f o r l e g a l 

o p i n i o n . 

JUDGE RAINEY: I f the witness knows, t h i s i s a 

c r i t i c a l area w i t h respect t o t h i s case and the witness can 

25 say whether he knows or not. 
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1 THE WITNESS: i am not aware of the e x p l i c i t 

2 requirement t h a t t h a t type of customer i s covered under the 

3 r a t e p r o t e c t i o n . 

4 MR. KLEPPINGER: Let me read the s t a t u t e t o you. 

5 Sometimes t h a t helps. I n your capacity --

6 MR. GALLAGHER: Your Honor, I am going t o --

7 MR. KLEPPINGER: I n your capacity as a l a y person 

8 and an expert. 

9 JUDGE RAINEY: I am sorr y . Why don't we do t h i s , so 

10 i t doesn't get out of hand. Do you have an o b j e c t i o n you 

11 want t o make, Mr. Gallagher. 

12 MR. GALLAGHER: Yes, Your Honor. I am going t o 

13 o b j e c t t o Mr. Kleppinger reading a s t a t u t e t o my witness 

14 and asking him f o r an opi n i o n , a l e g a l o p i n i o n based on 

15 t h a t s t a t u e . 

16 MR. KLEPPINGER: I haven't asked f o r a l e g a l o p i n i o n 

17 a t a l l . Your Honor. I am asking t h i s man i s an expert 

18 i n ra t e s and t a r i f f s . There's a Choice Plan being proposed 

19 t h a t may or may not a f f e c t my c l i e n t s ' i n t e r e s t on the r a t e 

20 cap p r o t e c t i o n and a l l I want him t o do i n h i s capacity as 

21 t h a t expert witness, t e l l me what h i s i n t e r p r e t a t i o n of 

22 t h i s s e c t i o n of the Competition Act means. 

23 JUDGE RAINEY: I don't want us t o get bogged down 

24 and c e r t a i n l y there are areas f o r b r i e f i n g w i t h regard t o 

25 what the s t a t u t e states and what i s re q u i r e d under the 
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1 s t a t u t e w i t h regard t o r a t e case. We have been around t h i s 

2 area q u i t e a long time w i t h Mr. K i n g e r s k i . 

3 I bel i e v e he has made c e r t a i n statements w i t h regard 

4 t o what he knows or he's aware of w i t h regard t o what the 

5 act s t a t e s . 

6 So I don't want t o belabor t h i s p o i n t . I f you want 

7 t o ask him what his — i f you want t o ask him what h i s l a y 

8 person's i n t e r p r e t a t i o n of t h i s p a r t i c u l a r matter i s , then 

9 we can go -- we can ask t h a t question but I don't want us 

10 t o belabor p o i n t s t h a t are l e g a l argument or f o r b r i e f . 

11 I t appears t o me t h a t you have asked the questions 

12 t h a t you have needed i n order t o gain i n f o r m a t i o n w i t h 

13 regard t o what t h i s witness' knowledge i s or i s not w i t h 

14 regard t o the act. 

15 MR. GALLAGHER: Your Honor, i f I may, Mr. Kin g e r s k i 

16 has already i n d i c a t e d t h a t he doesn't know and secondly, 

17 the act speaks f o r i t s e l f . Whatever the act says w i t h 

18 regard t o these r a t e caps i s i n the act. And we can b r i e f 

19 i t . But Mr. Kingerski c e r t a i n l y i s not here t o answer t h a t 

20 question. 

21 MR. KLEPPINGER: Your Honor, the d i f f i c u l t y i s not 

22 what we can b r i e f . I t ' s what the ENRON Choice Plan means 

23 and r i g h t now, I don't know what i t means f o r my c l i e n t , 

24 even t o w r i t e the b r i e f as t o whether or not i t meets my 

25 c l i e n t s ' needs or not. 
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1 JUDGE RAINEY: I am going t o l e t you proceed w i t h 

2 the understanding t h a t I don't want the p o i n t belabored. 

3 Please proceed. I ' l l o v e r r u l e the o b j e c t i o n . 

4 MR. KLEPPINGER: Thank you. 

5 BY MR. KLEPPINGER: 

6 Q Mr. K i n g e r s k i , I ' l l read the f o l l o w i n g phrase t o 

7 you from T i t l e 66, Section 2804, 4, which has some 

8 i n t r o d u c t o r y language on the r a t e cap but the ope r a t i v e 

9 words are as f o l l o w s : 

10 The t o t a l charges of an e l e c t r i c d i s t r i b u t i o n 

11 u t i l i t y f o r service t o any customer who purchased 

12 generation from t h a t u t i l i t y s h a l l not exceed the t o t a l 

13 charges t h a t have been approved by the Commission f o r such 

14 service as of the e f f e c t i v e date of t h i s chapter. 

15 I t ' s t h a t sentence r i g h t t h e r e . Can we a t l e a s t 

16 agree t h a t f o r an HT customer t h a t i s also t a k i n g s e r v i c e 

17 under the c u r t a i l m e n t HT r i d e r t h a t t h e i r t o t a l charges f o r 

18 t h a t service as of December 31, 1996 included the r a t e 

19 l e v e l s t h a t are contained i n PECO's HT t a r i f f and 

20 c u r t a i l m e n t HT r i d e r as of t h a t date? 

21 A I bel i e v e t h a t there i s a l e g a l o p i n i o n r e q u i r e d 

22 here t h a t I am not able t o o f f e r . And my basis f o r t h a t i s 

23 t h a t when I read t h i s and I see t h a t there are t o t a l 

24 charges t h a t have been approved by the Commission f o r 

25 s e r v i c e , f o r a bundled service t h a t includes generation, I 
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1 would a u t o m a t i c a l l y t h i n k of t h a t as r a t e HT. 

2 Q Have you seen a customer's -- s t r i k e t h a t . Under 

3 t h a t i n t e r p r e t a t i o n t h a t you have j u s t given, can I 

4 conclude t h a t the r a t e cap p r o v i s i o n t h a t I j u s t had you 

5 read i n ENRON'S view, does not cover r i d e r s other than the 

6 s t r i c t , p l a i n v a n i l l a r a t e HT r a t e PD, r a t e GS, r a t e R, 

7 r a t e RH? 

8 A Again, without o f f e r i n g a l e g a l i n t e r p r e t a t i o n of 

9 t h a t p r o v i s i o n , t h a t would be my reading of the r a t e cap. 

10 Q So t h a t answer, I take i t , would apply, again 

11 moving back t o E x h i b i t A, we have been through the c o o l i n g 

12 thermal storage HT r i d e r , the c u r t a i l m e n t HT r i d e r , would 

13 t h a t answer also apply t o the employment and economic 

14 recovery r i d e r which i s at the bottom of page 2 of the 

15 e x h i b i t ? 

16 A When I r e f e r t o t h a t answer, you are t a l k i n g 

17 about the r a t e cap i n t e r p r e t a t i o n . 

18 Q That's c o r r e c t . The a p p l i c a b i l i t y of the r a t e 

19 cap. 

20 A Subject t o the same caveat I mentioned before, 

21 yes. That's my i n t e r p r e t a t i o n . . 

22 Q And would t h a t answer also apply t o the n i g h t 

23 service HT r i d e r on page 3 of 4 of E x h i b i t A t o your 

24 testimony? 

25 A Yes. 
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1 Q And would i t also apply t o the capacity 

2 r e s e r v a t i o n r i d e r on page 3 of 4 of your testimony? 

3 A Yes. 

4 Q Now, l e t ' s t u r n f o r a moment t o the economic 

5 e f f i c i e n c y r i d e r or EER and i n your r e v i s e d e x h i b i t I 

6 b e l i e v e i t was, ENRON'S no longer proposing the e l i m i n a t i o n 

7 of t h i s r i d e r . I t i s now proposing t o have the discount 

8 modified t o apply t o only T&D ser v i c e ; correct? 

9 MR. GALLAGHER: Where i s t h a t , Mr. Kleppinger? 

10 MR. KLEPPINGER: This i s i n Statement Number 5, 

11 E x h i b i t A t o Statement Number 5, page 3 amended. I t ' s the 

12 one you handed me t h i s morning, Mr. Gallagher. 

13 THE WITNESS: Yes. And i t ' s the same arrangement 

14 and issue as we have discussed w i t h respect t o LILR, 

15 presumably going forward there would be two versions of 

16 t h a t ; one t h a t e x i s t s now f o r customers served under t h a t 

17 r i d e r p r e s e n t l y and one t h a t would e x i s t f o r f u t u r e 

18 a p p l i c a t i o n . 

19 BY MR. KLEPPINGER: 

20 Q Okay. Now, f o r an e x i s t i n g EER customer t h a t has 

21 an EER c o n t r a c t , would they be a d e f a u l t customer under the 

22 ENRON Choice Plan? 

23 A No. Not a t the present time. And the reason f o r 

24 t h a t i s because there i s i n f o r m a t i o n t h a t we f e l t t h a t we 

25 needed regarding those types of contracts before we f e l t 
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t h a t we could make the commitment t o I t h i n k as I have 

s a i d , quote, step i n t o PECO's shoes on those c o n t r a c t s and 

o f f e r the discounts on CTC. 

Q So i s i t f a i r t o say t h a t as of today, you 

couldn't t e l l an EER customer whether or not they would 

o b t a i n the 20 percent or 14 percent r a t e r e d u c t i o n t h a t ' s 

contained i n the ENRON Choice Plan? I s t h a t c o r r e c t ? 

A Well, we have proposed t h a t those customers be 

o f f e r e d a f r e s h s t a r t w i t h regard t o those c o n t r a c t s and i f 

they exercise t h a t o p t i o n , then the discount o f f e r of 

standard rates would be a v a i l a b l e . I f they exercise the 

op t i o n t o stay under those c o n t r a c t s , then the p r i c i n g i s 

as i t ' s been already agreed t o by PECO and the customer. 

Q Let me understand t h i s . I f the customer does opt 

f o r a f r e s h s t a r t , they receive the b e n e f i t of the 

discount. I s t h a t what you said? 

A R e l a t i v e t o the rates t h a t would otherwise apply 

f o r the r a t e HT customer. 

Q Okay. So i f there — l e t ' s say the HT r a t e t h a t 

the customer pays i s s i x cents a k i l o w a t t hour, and the EER 

co n t r a c t t h a t they have i s a l e t ' s say a 5 percent 

r e d u c t i o n o f f of the s i x cents, f o r t h a t customer, i t would 

be i n t h e i r i n t e r e s t t o take the fres h s t a r t i n order t o 

get the 20 percent r e d u c t i o n o f f of HT; correct? 

A I would presume so, yes. 
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1 Q Now, i f the customer has a 25 percent discount 

2 o f f of HT today, as a r e s u l t of t h e i r EER c o n t r a c t , i t 

3 would not be i n t h e i r i n t e r e s t t o exercise the f r e s h 

4 s t a r t . Would t h a t be correct? 

5 A Based on p r i c e consideration alone, I would agree 

6 w i t h t h a t . 

7 Q Now, I'd l i k e t o explore your understanding of 

8 how the p a r t i a l settlement operates w i t h respect t o EER 

9 c o n t r a c t s . And l e t ' s assume f o r the moment t h a t an HT 

10 customer has a monthly b i l l of $100.00. 

11 I am not very smart w i t h math so we are going t o 

12 keep i t easy. And t h a t t h a t customer had n e g o t i a t e d , i f 

13 they were a standard r a t e HT customer they would be paying 

14 $100.00 a month. But they were able t o negotiate over the 

15 l a s t couple of years an EER c o n t r a c t t h a t contained a 10 

16 percent r e d u c t i o n o f f of t h a t b i l l so t h a t t h e i r c u r r e n t 

17 b i l l i s r e a l l y $90.00. 

18 Under the p a r t i a l settlement, what i s your 

19 understanding of what happens t o t h a t customer's b i l l a f t e r 

20 the 10 percent r a t e r e d u c t i o n contained i n the p a r t i a l 

21 settlement goes i n t o existence? 

22 A I t ' s my understanding t h a t t h a t customer would 

23 pay the unbundled d i s t r i b u t i o n and transmission charges of 

24 r a t e HT and t h a t the 10 percent discount t h a t ' s i n t h e i r 

25 c u r r e n t b i l l would be r e f l e c t e d against CTC charges. 
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1 Q And the CTC charges i n the HT t a r i f f would have 

2 already included the 10 percent across the board r e d u c t i o n 

3 t h a t ' s o c c u r r i n g as a r e s u l t of the p a r t i a l settlement. I s 

4 t h a t correct? 

5 A I bel i e v e t h a t ' s c o r r e c t , yes. 

6 Q So i f we continue w i t h the h y p o t h e t i c a l , i f the 

7 HT r a t e r e d u c t i o n due t o the p a r t i a l settlement produced an 

8 across the board r e d u c t i o n f o r an HT customer w i t h these 

9 load c h a r a c t e r i s t i c s of 10 percent, instead of t h e i r 

10 hundred d o l l a r standard HT b i l l , t h i s customer's standard 

11 HT b i l l before the EER n e g o t i a t i o n i s now $90.00. 

12 W i l l you agree w i t h me t h a t the 10 percent, then, 

13 t h a t they have negotiated comes o f f the $90.00 inst e a d of 

14 the p r i o r $100.00, so t h a t the customer's net b i l l i s 81 

15 percent? Or $81.00, excuse me. 

16 A Accept t h a t . 

17 Q Now. That dynamic of how an EER customer's b i l l 

18 i s c a l c u l a t e d under the p a r t i a l settlement i s t h a t the 

19 dynamic t h a t ENRON cannot commit t o now because of the lack 

20 Qf i n f o r m a t i o n t h a t i t has? 

21 A Yes. And we had requested the i n f o r m a t i o n from 

22 PECO t h a t would allow us t o do t h a t k i n d of anal y s i s and 

23 make t h a t k i n d of commitment t o match t h a t p a r t i c u l a r p a r t 

24 of the p a r t i a l settlement. 

25 Q And i s t h a t a f i n a n c i a l analysis t h a t you would 
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1 have t o go through as opposed t o a conceptual a n a l y s i s . 

2 You understand the concept of how i t would work. You j u s t 

3 don't know how much money i t ' s going t o cost you. I s 

4 t h a t --

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

6 Q Would you agree t h a t a t l e a s t on your reading of 

7 the p a r t i a l settlement t h a t t h a t EER c a l c u l a t i o n dynamic i s 

8 a b e n e f i t t o P-A-I-E-U-G as contained i n the p a r t i a l 

9 settlement? 

10 A I t ' s a b e n e f i t which ENRON has every i n t e n t i o n t o 

11 match once the requested i n f o r m a t i o n i s a v a i l a b l e t h a t w i l l 

12 allow us t o make t h a t commitment. 

13 Q Am I going t o know t h a t by December 2nd when I 

14 have t o b r i e f t h i s case? 

15 A That's not under ENRON'S c o n t r o l a t the present 
16 time. 

17 Q Does the ENRON customer Choice Plan d i f f e r w i t h 

18 respect t o Rule 4.6 contracts from r a t e EER contracts? Or 

19 again, the same p o s i t i o n on Rule 4.6 contra c t s as you are 

20 under EER contract? 

21 A Well, w i t h regard t o the Rule 4.6 c o n t r a c t s , we 

22 have replaced t h a t i n the proposed t a r i f f w i t h a Rule 4.1 

23 which says customers o p t i n g t o stay i n those c o n t r a c t s can 

24 do so. We d i d not maintain a p r o v i s i o n t o have t h a t type 

25 of contract going forward available to prospective 
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1 customers because we saw i t as l a r g e l y redundant w i t h the 

2 EER r i d e r . 

3 Q With respect t o Rule 4.6 customer, i f such a 

4 customer has a, i n t h e i r 4.6 agreement, a percentage 

5 r e d u c t i o n o f f of the otherwise a p p l i c a b l e r a t e HT b i l l , 

6 s i m i l a r t o the analysis we j u s t went through i n the 

7 h y p o t h e t i c a l w i t h an EER customer, i s i t your understanding 

8 of the p a r t i a l settlement t h a t the 4.6 customer has t h e i r 

9 b i l l c a l c u l a t e d the same way t h a t we walked through the 

10 steps of the EER b i l l under the p a r t i a l settlement? 

11 A Yes. 

12 Q And a t t h i s p o i n t i n time, am I c o r r e c t t h a t 

13 under the ENRON Choice Plan, on such a 4.6 c o n t r a c t , there 

14 also i s not y e t a commitment t o match t h a t b e n e f i t ? Of the 

15 p a r t i a l settlement? 

16 A I ' l l reemphasize t h a t we would very much l i k e t o 

17 do t h a t . 

18 Q And I guess t o do t h a t , you would have t o be 

19 asking PECO f o r the p r i c i n g of t h a t and you may or may not 

20 be a competitor w i t h PECO, so th a t ' s p a r t of the problem 

21 here i n terms of g e t t i n g the i n f o r m a t i o n , i s n ' t i t ? 

22 Because we don't know i f the Choice Plan's going t o be 

23 approved or the Pennsylvania p a r t i a l settlement i s going t o 

24 be approved? 

25 A We have asked t h a t PECO provide the t o t a l sales 
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1 volumes and the revenues associated w i t h those c o n t r a c t s . 

2 We have not asked f o r d e t a i l on i n d i v i d u a l c o n t r a c t s but 

3 only as a group of customers so t h a t we could perform t h a t 

4 f i n a n c i a l analysis t h a t we need t o perform. At the present 

5 time, t h a t i n f o r m a t i o n has not been supplied. 

6 Q One l a s t p r o v i s i o n of the p a r t i a l settlement goes 

7 t o s e l f generation customers or customers who pursue s e l f 

8 generation, and you have described t h a t p r o v i s i o n on 

9 E x h i b i t 1-R, page 5 of 6. Again, at l e a s t w i t h respect t o 

10 t h i s b e n e f i t of the p a r t i a l settlement f o r P-A-I-E-U-G, 

11 ENRON i s not c u r r e n t l y i n a p o s i t i o n t o match t h a t b e n e f i t 

12 based on the i n f o r m a t i o n i t has. I s t h a t correct? 

13 A Well, we have said t h a t we can't match t h a t 

14 b e n e f i t because i t ' s , as i t ' s defined, i t ' s a very e l u s i v e 

15 b e n e f i t . 

16 We would l i k e t o know e x a c t l y what t h a t b e n e f i t i s 

17 and I would s p e c i f i c a l l y r e f e r t o t h a t p a r t of the 

18 p r o v i s i o n i n the p a r t i a l settlement t h a t says t h a t customer 

19 can q u a l i f y f o r the CTC exemption or p a r t i a l exemption i f 

20 they were considering s e l f generation as of December 1, 

21 1998. 

22 Now, i n t h a t e x h i b i t , we have l i s t e d s i x d i f f e r e n t 

23 poss i b l e i n t e r p r e t a t i o n s of what considering s e l f 

24 generation might mean. I am sure there are others. I f we 

25 knew what had been committed to, we could define that 
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p r o v i s i o n of the p a r t i a l settlement. Again, we would be 

more than happy t o match t h a t p a r t of the p a r t i a l 

settlement. 

Q So i t ' s the degree of documentation of the 

considering s e l f generation t h a t ' s a t issue f o r you? 

A That was the primary issue and I also mentioned, 

we also mentioned i n the e x h i b i t j u s t the idea of the s e l f 

generation i s only a small p a r t of the t o t a l load. Does 

t h a t q u a l i f y the customer's t o t a l load f o r the CTC 

exemption. This, t h a t , again, was something t h a t was not 

defined i n the p a r t i a l settlement p r o v i s i o n . 

Q So i t ' s unclear t o you as t o whether or not the 

re d u c t i o n i n the CTC would only apply t o the p o r t i o n of the 

load t h a t ' s being s e l f generated as opposed t o the e n t i r e 

load which would otherwise be paying the f u l l CTC? 

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

MR. KLEPPINGER: Thank you, Mr. K i n g e r s k i . That's 

a l l I have. Thank you, Your Honor. 

JUDGE RAINEY: Thank you. Further cross 

examination? Yes, Mr. Doll? 

MR. DOLL: Good afternoon. 

THE WITNESS: Good afternoon. 

MR. DOLL: My name i s Craig D o l l and I represent 

Connectiv Energy. And I thought I understood the b i l l i n g 

and collection provisions of your t a r i f f and in light of 
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1 some of the e a r l i e r questions now I am not so sure. My 

2 question goes t o the t e r m i n a t i o n of ser v i c e . I am going t o 

3 pose a h y p o t h e t i c a l t o you. 

4 I f I , Connectiv have a customer who does not pay hi s 

5 b i l l , does Connectiv have t o send out the t e r m i n a t i o n 

6 notices and comply w i t h the other requirements i n Chapter 

7 56 under the ENRON plan? 

8 A Any EGS has t o comply f u l l y w i t h Chapter 56 

9 r e g u l a t i o n s . 

10 Q So i n other words, I am responsible f o r g i v i n g 

11 the end user the five-day n o t i c e of termination? Let me 

12 c o l l e c t t h a t question. I believe there's two n o t i c e s . 

13 There's a ten-day, a five-day and then a personal contact, 

14 I b e l i e v e . 

15 So Connectiv, r a t h e r than someone e l s e , would be 

16 responsible f o r g i v i n g those three notices t o the customers 

17 p r i o r t o service being disconnected by PECO under the ENRON 

18 plan? 

19 A Well, our proposal i s t h i s . The EGS complies 

20 w i t h Chapter 56. Now, I am aware t h a t 56 i s under review 

21 by the Commission w i t h regard t o how i t w i l l apply t o 

22 EGSs. A f t e r the Commission decides w i t h regard t o 56 and 

23 i t s a p p l i c a t i o n t o EGSs t h a t ' s supported by the Enron 

24 plan. 

25 MR. DOLL: Okay. I have nothing further. Thank 
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1 you. 

2 JUDGE RAINEY: Thank you, Mr. D o l l . Mr. Clark? 

3 MR. CLARK: I j u s t have a couple questions about 

4 E x h i b i t A. 

5 BY MR. CLARK: 

6 Q Are you f a m i l i a r w i t h the j o i n t settlement 

7 p e t i t i o n ' s treatment of the r e s i d e n t i a l s o l a r t a r i f f ? Rate 

8 RS? 

9 A I don't r e c a l l e x p l i c i t l y what t h a t i s . 

10 Q Are you aware t h a t the j o i n t settlement p e t i t i o n 

11 expands the r a t e RS t o renewable energy technologies other 

12 than s o l a r p h o t o v o l t a i c system? 

13 A I w i l l accept t h a t . 

14 Q But i n your proposal, your E x h i b i t A you do not 

15 make t h a t expansion. I s t h a t correct? 

16 A i s there a c i t e t h a t you can give me on t h a t . 

17 Q Yes, i t ' s page 50, r a t e RS s o l a r residence 

18 service? T h i r d l i n e , i n s t a l l e d s o l a r panels or s i m i l a r 

19 device generating e l e c t r i c i t y from energy from the sun. 

20 That would be solar p h o tovoltaic? 

21 A On t h i s r a t e schedule, RS, other than the changes 

22 t h a t have been red l i n e d we have mimicked the r a t e schedule 

23 submitted by PECO as p a r t of the p a r t i a l settlement. So i f 

24 there were items which had been excluded from t h a t t a r i f f 

25 sheet, i n PECO's submission, then they d i d c a r r y over t o 
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1 our plan. 

2 Q But items t h a t were expanded under the j o i n t 

3 settlement are not i n here. I s t h a t true? You are not 

4 aware t h a t the j o i n t settlement expands t h i s t a r i f f t o 

5 technologies other than p h o t o v o l t a i c systems? 

6 A I am not aware of t h a t expansion. 

7 Q Are you aware t h a t the j o i n t settlement expands 

8 t h i s t a r i f f t o customers other than r e s i d e n t i a l customers? 

9 A Well, again, I am r e f e r r i n g back t o the f a c t t h a t 

10 i n c o n s t r u c t i n g t h i s t a r i f f , i n t h i s p a r t i c u l a r aspect of 

11 i t , we d i d mimic the PECO t a r i f f and there was no e x p l i c i t 

12 design on our p a r t t o exclude any expansions. I t was not 

13 considered. 

14 Q I f what you are using was maybe then an e a r l i e r 

15 v e r s i o n of t h i s t a r i f f and i n f a c t , the j o i n t settlement 

16 p e t i t i o n ' s proposing the expansions t o other technology --

17 renewable technologies and other customer classes, i s i t 

18 your testimony, then, t h a t ENRON would make a s i n g u l a r 

19 expansion of t h i s t a r i f f ? 

20 A I t h i n k t h a t would have t o be discussed and I 

21 would c e r t a i n l y want t o discuss t h a t w i t h the people who 

22 would be making those decisions, but c l e a r l y ENRON has 

23 supported renewable energy development and has many 

24 programs i n place t o do those types of t h i n g s , so I can't 

25 imagine t h a t we would j u s t u n i l a t e r a l l y exclude t h a t . 
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1 Q Let me move on t o another environmentally 

2 f r i e n d l y technology. That's e l e c t r i c v e h i c l e s . I am 

3 lo o k i n g a t the e l e c t r i c v e h i c l e charging r i d e r and I n o t i c e 

4 t h a t you are proposing t o e l i m i n a t e t h a t t a r i f f . I s t h a t 

5 correct? 

6 MR. GALLAGHER: Where i s that? 

7 MR. CLARK: On page 2 of 4 of the ch a r t a t the back 

8 of Table A. I t ' s also crossed out on the t a b l e of 

9 contents. 

10 THE WITNESS: Well, and there are two reasons f o r 

11 t h a t recommendation. F i r s t of a l l , I note t h a t i n PECO's 

12 e x i s t i n g t a r i f f t h a t r i d e r i s set t o expir e a t the end of 

13 1998 as i t i s . 

14 Secondly, w i t h regard t o the types of issues t h a t we 

15 were reviewing e a r l i e r today, i t ' s our expectation t h a t i n 

16 a competitive market where charging f o r v e h i c l e s can be 

17 done e i t h e r o f f peak or through some type of s p e c i a l 

18 circumstances, t h a t these types of a p p l i c a t i o n s could f i n d 

19 many EGSs t h a t would be w i l l i n g t o s a t i s f y t h a t i n very 

20 favorable terms. 

21 So we don't see the need t o maintain t h i s as a 

22 s p e c i a l r i d e r when the services t h a t go i n t o doing the 

23 charges w i l l be unbundled and a t l e a s t the generation p a r t 

24 w i l l c e r t a i n l y be a v a i l a b l e i n the competitive 

25 marketplace. 
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1 Q What i f t h a t charging took place on peak, 

2 f o r example, d e l i v e r y vehicles used p r i m a r i l y i n 

3 the evening being charged during the daytime? 

4 How would a customer negotiate a favorable 

5 deal f o r on peak power t h a t would have the 

6 i n c e n t i v e and encouragement t h a t t h i s r i d e r might? 

7 A I can c e r t a i n l y imagine circumstances 

8 where an EGS would be very favorably disposed t o be 

9 associated w i t h t h a t type of technology and would 

10 have some types of spec i a l p r i c i n g arrangements 

11 j u s t so as t o be attached w i t h or associated w i t h 

12 t h a t technology. 

13 Q But i n your proposal, you are proposing t o 

14 e l i m i n a t e the r i d e r altogether? 

15 A Because there are services i n i t t h a t are 

16 p a r t of the bundled u t i l i t y product r i g h t now t h a t 

17 would no longer c a r r y over i n t o the new 

18 environment. 

19 MR. CLARK: Okay. That's a l l my questions. 

20 Thank you, Your Honor. 

21 JUDGE RAINEY: Thank you, Mr. Clark. 

22 Any other cross examiners? 

23 (No response.) 

24 JUDGE RAINEY: Redirect? 

25 MR. GALLAGHER: Yes, Your Honor. I f you can 
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1 give us some time, I would appreciate i t . 

2 JUDGE RAINEY: Yes. Five minutes. 

3 (Recess taken.) 

4 JUDGE RAINEY: Mr. Gallagher? 

5 MR. GALLAGHER: Thank you. Your Honor. 

6 REDIRECT EXAMINATION 

7 BY MR. GALLAGHER: 

8 Q Mr. Ki n g e r s k i , i n response t o some 

9 questions from Mr. Steinmetz regarding the items 

10 t h a t are t o be placed on the b i l l , do you remember 

11 a question concerning whether or not the k i l o w a t t , 

12 cents per k i l o w a t t item i s placed on the b i l l ? 

13 A Yes, I do. 

14 Q Could you t e l l us whether or not t h a t item 

15 should be placed on the b i l l ? 

16 A Well, i f t h a t item i s one of the items 

17 t h a t the Commission does r e q u i r e t o be entered on 

18 the b i l l , then the t a r i f f p r o v i s i o n on Page 32 of 

19 the t a r i f f , which says t h a t any other i n f o r m a t i o n 

20 necessary f o r the computation of- the b i l l would 

21 cover t h a t requirement, and the EGS i n f a c t would 

22 have t o show i t . 

23 Q Now, i n response t o a number of questions 

24 r a i s e d by various p a r t i e s concerning t e r m i n a t i o n of 

25 service and discontinuance of the s e r v i c e , would 
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1 you please c l a r i f y f o r us what you mean when you 

2 speak of discontinuance versus t e r m i n a t i o n of 

3 service --

4 A Okay. 

5 Q and what — 

6 A As I have used those terms, I would r e f e r 

7 t o t e r m i n a t i o n as the p h y s i c a l disconnection from 

8 the system. 

9 I would r e f e r t o the discontinuance of 

10 service as t h a t which the EGS would do when i t no 

11 longer i s supplying an end user, so the EGS then 

12 could discontinue service t o an end user f o r 

13 whatever reason was appropriate, and t h a t end user 

14 then would go back t o d e f a u l t s e r v i c e and be 

15 supplied under the d e f a u l t service p r o v i s i o n s . 

16 Q Could you c l a r i f y f o r us, because I t h i n k 

17 there was some misunderstanding, the d i s t i n c t i o n 

18 between ENRON as a provider of l a s t r e s o r t 

19 requesting PECO t o p h y s i c a l l y disconnect a l i n e and 

20 the r i g h t s of the EGS t o terminate i t s service? 

21 A Well, the EGS w i l l not terminate service 

22 t o an end user, 

23 I t i s p r o h i b i t e d from doing t h a t . 

24 I t i s only the company t h a t would do t h a t 

25 p h y s i c a l disconnection. 
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1 Now, as provider of l a s t r e s o r t , i f an end 

2 user i s p a r t of t h a t d e f a u l t pool, then a 

3 t e r m i n a t i o n can r e s u l t subject t o Chapter 56 

4 r e g u l a t i o n s i f b i l l payment or other o b l i g a t i o n s 

5 have not been met by the customer. 

6 Q Could you t e l l us your understanding of 

7 how HT r i d e r customers and the LILR, the s e l f 

8 generation customers, were t r e a t e d under the ENRON 

9 Choice Plan? 

10 A Well, t o the extent we could, the Choice 

11 Plan m i r r o r s and matches the pro v i s i o n s f o r those 

12 r i d e r s as they were contained i n the p a r t i a l 

13 settlement. 

14 I f there are customers who were served 

15 under r i d e r s , other r i d e r s t h a t apply t o HT, other 

16 than, f o r example, LILR, and i f the Commission a t 

17 some p o i n t determines t h a t the p r i c e cap i n the act 

18 or other p r o t e c t i o n s are indeed t o be af f o r d e d t o 

19 those customers, then c l e a r l y the ENRON pla n , i n 

20 i n t e n d i n g t o match the pro v i s i o n s of the p a r t i a l 

21 settlement f o r these customers, would also adopt 

22 those same p r o v i s i o n s , once they were approved and 

23 agreed t o by the Commission. 

24 Now, I have also mentioned t h a t w i t h regard 

25 t o some of these p r o v i s i o n s , f o r example, EER and 
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1 the s e l f generation customers, we have every 

2 i n t e n t i o n of matching the p a r t i a l settlement, but 

3 we are awaiting i n f o r m a t i o n from PECO i n response 

4 t o questions t h a t we have asked of them. 

5 One example of t h a t i s i n ENRON 

6 I n t e r r o g a t o r y 10, Question 24, where we have asked 

7 t h a t PECO provide a l l documentation received t o 

8 date by PECO from i n d u s t r i a l or commercial 

9 customers t h a t are or were a c t i v e l y seeking s e l f 

10 generation or considering s e l f generation as of 

11 December 31st, 1996, and the answer from PECO i n 

12 t h a t regard was t h a t the company has documentation 

13 t o support two customers who are or were a c t i v e l y 

14 seeking s e l f generation. 

15 The company considers i n d i v i d u a l 

16 customer's i n f o r m a t i o n as p r i v i l e g e d and 

17 c o n f i d e n t i a l . 

18 With t h a t lack o f c l a r i t y as t o what the 

19 commitment would a c t u a l l y be, t h a t i s why we have 

20 h e s i t a t e d t o match those p r o v i s i o n s . 

21 MR. GALLAGHER: Thank you. I have no f u r t h e r 

22 questions. Your Honor. 

23 JUDGE RAINEY: Any recross on the r e d i r e c t ? 

24 MR. KLEPPINGER: Just a l i t t l e b i t , Your 

25 Honor. 
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1 JUDGE RAINEY: Mr. Kleppinger. 

2 RECROSS EXAMINATION 

3 BY MR. KLEPPINGER: 

4 Q Mr. Ki n g e r s k i , w i t h respect t o the r i d e r s 

5 t o the HT t a r i f f , when the customer wants t o stay 

6 on those r i d e r s under ENRON Choice Plan, and ENRON 

7 w i l l be the provider of the s e r v i c e , as opposed t o 

8 PECO, who w i l l they be buying the generation 

9 service from under the ENRON Choice Plan, an HT 

10 customer, f o r example t h a t u t i l i z e s the n i g h t 

11 service HT r i d e r ? 

12 A While t h a t r i d e r i s i n place as i t e x i s t s 

13 now, t h a t generation would be purchased from PECO, 

14 but I t h i n k my e a r l i e r c l a r i f i c a t i o n was t h a t i f a t 

15 some p o i n t the Commission were t o decide t h a t the 

16 p r o t e c t i o n s of the r a t e cap were also t o apply t o 

17 those customers, and even though the p a r t i a l 

18 settlement d i d not e x p l i c i t l y r e f e r t o those 

19 r i d e r s , i f they are i n f a c t included i n the same 

20 terms, then ENRON would take on the r o l e of 

21 p r o v i d i n g those services or having those services 

22 a v a i l a b l e under a form of d e f a u l t s e r v i c e , j u s t as 

23 LILR i s i n the plan r i g h t now. 

24 Q Okay. So the end r e s u l t ' would be t h a t the 

25 customer would be purchasing those generation 

HOLBERT ASSOCIATES - (717) 540-9669 



1746 

1 services from ENRON as a d e f a u l t customer? 

2 A They would be purchasing from ENRON, and 

3 the PPA would be the v e h i c l e By which ENRON would 

4 ob t a i n the generation. 

5 Q Okay. Now, w i l l the Commission be able t o 

6 order ENRON t o maintain p a r t i c u l a r p r i c e l e v e l s f o r 

7 t h a t generation service? 

8 A I f the Commission were t o determine t h a t 

9 under i t s i n t e r p r e t a t i o n of the r a t e cap t h a t those 

10 r i d e r s should remain, or the o p p o r t u n i t y t o be 

11 served under those r i d e r s should continue forward 

12 as they e x i s t now, then those pr i c e s t h a t are 

13 contained i n the r i d e r s r i g h t now and the c r e d i t s 

14 would c a r r y forward i n t o d e f a u l t s e r v i c e , j u s t as 

15 the p r o v i s i o n s of LILR have c a r r i e d forward i n t o 

16 d e f a u l t s e r v i c e . 

17 Q So ENRON would agree t h a t the Commission 

18 has the a u t h o r i t y t o impose p r i c e caps on the 

19 provider of l a s t r e s o r t w i t h respect t o the HT 

20 t a r i f f and the r i d e r s under t h a t t a r i f f ? I s t h a t 

21 correct? 

22 MR. GALLAGHER: To the extent t h a t Mr. 

23 Kleppinger i s asking f o r h i s op i n i o n , I have no 

24 o b j e c t i o n . 

25 JUDGE RAINEY: I f the witness knows. I f the 
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1 witness knows. 

2 MR. KLEPPINGER: That i s f i n e , I am 

3 searching f o r the ENRON p o s i t i o n . 

4 A I f the Commission exercises t h a t r i g h t , 

5 and i f i t i s deemed t o have t h a t r i g h t , then ENRON 

6 would match — i n i t s Choice Plan, ENRON would 

7 all o w those r i d e r s t o be contained i n d e f a u l t 

8 service j u s t as d e f a u l t service has the LILR i n i t , 

9 and i t i s because t h a t i s the r i d e r t h a t was 

10 e x p l i c i t l y mentioned i n the p a r t i a l settlement. 

11 Other r i d e r s were not mentioned. 

12 Q And j u s t t o close t h i s , the PLR under the 

13 ENRON Choice Plan i s not a p u b l i c u t i l i t y ? 

14 A Correct. 

15 MR. GALLAGHER: Your Honor, I am going t o 

16 have the same o b j e c t i o n . 

17 He i s asking f o r a l e g a l o p i n i o n as t o 

18 whether or not ENRON would be --

19 MR. KLEPPINGER: Well, I thought i t was i n 

20 the record yesterday. 

21 JUDGE RAINEY: I t h i n k t h a t question has been 

22 answered by a previous or p r i o r ENRON witness, and 

23 I'm not sure what i s the necessity of g e t t i n g Mr. 

24 Kingers k i t o confirm t h a t , but i f he knows the 

25 answer t o the question, he can answer i t . 
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1 I f he doesn't know> he ean say so. 

2 A And the question, again? 

3 Q Whether or not the provider of l a s t r e s o r t 

4 under the ENRON Choice Plan w i l l be a p u b l i c 

5 u t i l i t y ? 

6 A I be l i e v e the answer t o t h a t i s no, i t 

7 w i l l not. 

8 Q Thank you. 

9 MR. KLEPPINGER: That's a l l I had. Your 

10 Honor. 

11 JUDGE RAINEY: Thank you. 

12 Any f u r t h e r recross? 

13 (No response.) 

14 JUDGE RAINEY: Anything f u r t h e r of t h i s 

15 witness? 

16 MR. GALLAGHER: No, Your Honor. 

17 JUDGE RAINEY: I f not, thank you, Mr. 

18 K i n g e r s k i . You may stand down. 

19 The next witness i s — 

20 MR. CLEARFIELD: I'm sorr y . Mr. Reising. 

21 JUDGE RAINEY: Yes. The next witness on my 

22 l i s t i s Mr. Reising. 

23 Mr. Reising, were you p r e v i o u s l y sworn? 

24 MR. REISING: Yes. 

25 JUDGE RAINEY: Yes. Since you were 
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1 p r e v i o u s l y sworn, we do not need t o do t h a t again. 

2 Your p r i o r oath s t i l l a p p l i e s . 

3 Mr. C l e a r f i e l d ? 

4 MR. CLEARFIELD: Your Honor, Mr. Reising i s 

5 sponsoring a t t h i s phase of the proceeding -- Mr. 

6 Reising has appeared before — EESPI Statement No. 

7 7, and EESPI Statement 7-R. 

8 I s t h a t r i g h t , Mr. Reising? 

9 MR. REISING: That's r i g h t . 

10 (Thereupon, EESPI Statement 7 and EESPI 

11 Statement 7-R were marked f o r 

12 i d e n t i f i c a t i o n . ) 

13 MR. RYAN: Your Honor — 

14 JUDGE RAINEY: Yes. 

15 MR. RYAN: — may I j u s t ask a c l a r i f i c a t i o n ? 

16 I t h i n k we have used ENRON statement number 

17 designations and EESPI. 

18 I s there a s p e c i f i c d i s t i n c t i o n being made? 

19 And I r e a l l y j u s t want t o know how t o say them. 

20 That's a l l . 

21 MR. CLEARFIELD: Are we on the record? 

22 JUDGE RAINEY: We can go o f f the record. 

23 Let's go back on the record. 

24 (Discussion o f f the record.) 

25 JUDGE RAINEY: Let's go back on the record. 
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1 Mr. C l e a r f i e l d ? 

2 PAUL REISING, c a l l e d as a witness, having 

3 been p r e v i o u s l y duly sworn, t e s t i f i e d as f o l l o w s : 

4 DIRECT EXAMINATION 

5 BY MR. CLEARFIELD: 

6 Q Mr. Reising, do you have any a d d i t i o n s or 

7 c o r r e c t i o n s you would l i k e t o make t o e i t h e r of 

8 these statements? 

9 A No, I do not. 

10 MR. CLEARFIELD: I would move these i n t o the 

11 record, then. Your Honor, subject t o any 

12 appropriate motions. 

13 Mr. Reising has been p r e v i o u s l y sworn i n . 

14 JUDGE RAINEY: Yes. 

15 MR. TRASK: Your Honor, I have an o b j e c t i o n 

16 t o a p o r t i o n of the ̂ testimony being moved i n t o 

17 evidence, i f I may. 

18 JUDGE RAINEY: Mr. Trask. 

19 MR. TRASK: On Page 10, Line 21 through the 

20 end — 

21 JUDGE RAINEY: What statement are you 

22 regarding t o , Mr. Trask? 

23 MR. TRASK: Excuse me. I'm sorr y . This i s 

24 ENRON or EESPI Statement 7-R. 

25 This has t o do w i t h --
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1 JUDGE RAINEY: I'm sorry. That was Page 10. 

2 MR. TRASK: Page 10, and i t goes through Page 

3 — through Page 13, the end of the testimony. 

4 These are -- the testimony concerns brand new 

5 T&D rates i n response t o the ENRON plan. 

6 There was no o b j e c t i o n t o the T&D r a t e s . Per 

7 Miss Lopez's o r i g i n a l testimony, ENRON accepted the 

8 PECO's d i s t r i b u t i o n and transmission r a t e s , and 

9 under the Commissions' Regulations 5.243-E, you 

10 can't introduce evidence during a r e b u t t a l phase 

11 when i t could have been introduced o r i g i n a l l y . 

12 These T&D rates t h a t are now being o f f e r e d 

13 could have been introduced o r i g i n a l l y i n support of 

14 the Choice Plan, and, yes, the language of the 

15 r e g u l a t i o n says t h a t i f the new testimony 

16 s u b s t a n t i a l l y v a r i e s , and c l e a r l y , t h i s 

17 s u b s t a n t i a l l y v a r i e s . 

18 We are t a l k i n g about T&D rat e s t h a t w i l l 

19 recover revenues t h a t are hundreds of m i l l i o n s of 

20 d o l l a r s less than the o r i g i n a l T&D rates t h a t ENRON 

21 accepted, and on t h a t basis. Your Honor, I move t o 

22 s t r i k e t h a t p o r t i o n of Mr. Reising's testimony t h a t 

23 concerns these r a t e s . 

24 I n a d d i t i o n , t h a t o b j e c t i o n would extend t o 

25 the r e l e v a n t numbers i n Mr. Kean's Attachments A 
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1 and B, and also the corresponding proofs of revenue 

2 of Miss Lopez. 

3 JUDGE RAINEY: Mr. C l e a r f i e l d ? 

4 JUDGE CHESTNUT: Excuse me. Before you 

5 respond, could you c l a r i f y e x a c t l y what i t i s you 

6 wish s t r i c k e n — 

7 MR. TRASK: Yes, Your Honor. 

8 JUDGE CHESTNUT: — from mine? 

9 MR. TRASK: The f i r s t I would move t o s t r i k e 

10 would be EESPI Statement 7-R, Line 21, Page 10, I'm 

11 s o r r y . Page 10, Line 21, through Page 13, Line 21 

12 as w e l l , and then also the attachments t h a t concern 

13 t h a t testimony where the new T&D rat e s are 

14 r e f l e c t e d , which i s E x h i b i t C t o the testimony, the 

15 e n t i r e e x h i b i t would need t o be s t r i c k e n . I n 

16 a d d i t i o n , the r e l e v a n t p o r t i o n s of Mr. Kean's 

17 Attachments A and D would also have t o be s t r i c k e n . 

18 Those are the p o r t i o n s of those attachments 

19 t h a t contain the T&D r a t e s , and j u s t as a matter of 

20 housekeeping, the corresponding proofs of revenue 

21 i n Mrs. Lopez's statement, which i s EESPI Statement 

22 No. 6-R.. 

23 JUDGE CHESTNUT: But which — 

24 MR. TRASK: And i t i s hard t o t e l l you 

25 e x a c t l y what would need t o be s t r i c k e n , because the 
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1 proofs of revenue deal not only w i t h respect t o 

2 T&D. 

3 They also have t o do w i t h the CTC and ITC and 

4 other streams. 

5 I f Your Honor were t o grant the motion, we 

6 would c e r t a i n l y take the time t o i n d i c a t e the 

7 s p e c i f i c p o r t i o n s of t h a t , of those proofs of 

8 revenue and the attachments t h a t should be 

9 s t r i c k e n . 

10 JUDGE RAINEY: And what was i t from Mr. 

11 Kean's 

12 testimony t h a t you wanted s t r i c k e n ? 

13 MR. TRASK: I t would also — i t would be, 

14 again, i t would be p o r t i o n s of Attachments A and B, 

15 where the T&D revenues -- excuse me -- the T&D 

16 rates are r e f l e c t e d and summarized by Mr. Kean, and 

17 I do not have the precise p o r t i o n s t h a t would need 

18 t o be s t r i c k e n , but we could c e r t a i n l y do t h a t . 

19 I f Your Honor were t o grant the motion, we 

20 would work w i t h counsel f o r ENRON t o i d e n t i f y those 

21 p o r t i o n s which would have- t o be s t r i c k e n . 

22 JUDGE RAINEY: Mr. C l e a r f i e l d ? 

23 MR. CLEARFIELD: Your Honor, the motion i s 

24 completely without m e r i t . 

25 F i r s t of a l l , these are not new p o s i t i o n s . 
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1 Mr. Reising has t e s t i f i e d i n the e a r l i e r phases 

2 about the complete lack of v a l i d i t y of PECO's 

3 a l l o c a t i o n of p r i m a r i l y overhead a d m i n i s t r a t i v e and 

4 general costs t o one hundred percent t o 

5 d i s t r i b u t i o n and transmission. 

6 I n the p e t i t i o n t o which Mr. Trask a l l u d e d , 

7 there i s a s p e c i f i c reference t o these T&D r a t e s , 

8 and a footnote -- i t i s on Page 20, Footnote 28 of 

9 the p e t i t i o n -- which i n d i c a t e s t h a t the p e t i t i o n , 

10 as f i l e d , d i d not r e f l e c t the adjusted r a t e s t h a t 

11 Mr. Reising has sponsored, but t h a t was because 

12 i n f o r m a t i o n necessary t o be able t o r e f l e c t those 

13 rates i n t o a c t u a l t a r i f f s have not been provided, 

14 and there was 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 needed t o 

15 be provided. 

16 I n f a c t , i n Statement 7, which i s the 

17 o r i g i n a l d i r e c t testimony t h a t supported the 

18 p e t i t i o n , on Page 3, Mr. Reising states j u s t t h a t . 

19 I'm sor r y . 

20 You see, s t a r t i n g on l i n e nine, he says t h a t 

21 those are not the rates t h a t he supports, but t h a t 

22 i n f a c t they deserve he r i g h t t o continue t o 

23 challenge those T&D r a t e s . 

24 JUDGE RAINEY: I am going t o ov e r r u l e the 

25 o b j e c t i o n t o the motion. 
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1 MR. CLEARFIELD: Thank you. Your Honor. 

2 MR. TRASK: May I respond t o counsel's 

3 argument? 

4 JUDGE RAINEY: I don't t h i n k t h a t ' s 

5 necessary. 

6 MR. TRASK: Very w e l l . Your Honor. Thank 

7 you. 

8 JUDGE RAINEY: I s the witness a v a i l a b l e f o r 

9 cross examination? 

10 MR. CLEARFIELD: Yes, the witness i s 

11 a v a i l a b l e f o r cross. 

12 We d i d move the testimony i n . 

13 JUDGE RAINEY: Did you? Okay. Any other 

14 o b j e c t i o n s t o the testimony? 

15 I f not — 

16 MR. HAVER: Yes, Your Honor. I understand 

17 t h a t you are going t o r u l e the same way. 

18 I would j u s t l i k e the record t o r e f l e c t t h a t 

19 I also would l i k e the testimony t o be s t r i c k e n . 

20 This i s simply a new proposal, and i t i s 

21 impossible f o r someone l i k e myself t o keep up. 

22 ENRON continues t o change t h e i r proposals 

23 h o u r l y , minute by minute, and I don't want t o take 

24 the time, because I recognize we are not going t o 

25 be in favor, but I would like the record to reflect 

HOLBERT ASSOCIATES - (717) 540-9669 



1756 

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 

t h a t . 

JUDGE RAINEY: Thank you, Mr. Haver. Your 

motion i s also overruled and denied. 

The testimony w i l l be admitted i n t o evidence. 

{Thereupon, EESPI Statements 7 and 7-R were 

admitted i n evidence.) 

JUDGE RAINEY: Cross examination? 

MR. MICKENS: Yes. 

CROSS EXAMINATION 

BY MR. MICKENS: 

Q Mr. Reising, my name i s Ken Mickens. I 

represent the O f f i c e of T r i a l S t a f f . 

A Good afternoon. 

Q Good afternoon. I j u s t have a couple of 

c l a r i f y i n g questions, I b e l i e v e , concerning your 

discussion of non-wire services and the development 

of competition. 

A Uh-huh. 

Q On Page 9 of your testimony, you i n d i c a t e 

t h a t --

JUDGE RAINEY: I'm so r r y , Mr. Mickens. I s 

t h a t Statement --

MR. RYAN: I'm so r r y the EESPI Statement No. 

7. 

JUDGE RAINEY: Thank you. 
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1 BY MR. MICKENS: 

2 Q Page nine of your testimony, beginning a t 

3 l i n e nine, i n t h a t question and answer you i n d i c a t e 

4 t h a t the competition could not develop the non-wire 

5 services w i t h o u t an unbundled d i s t r i b u t i o n rate? 

6 I s t h a t correct? 

7 A That i s c o r r e c t . 

8 Q Now, when you say i t could not develop, 

9 are you saying i t could never develop? 

10 A Well, I am saying here t h a t i t would be 

11 very d i f f i c u l t f o r i t t o develop --

12 Q A l l r i g h t . Later on — 

13 A -- as p r a c t i c a l matter. 

14 Q A l l r i g h t . Later on i n your testimony, 

15 don't you i n d i c a t e t h a t due t o competition, t h a t i n 

16 f a c t these services w i l l i n f a c t be o f f e r e d by 

17 other s u p p l i e r s as competition develops, whether or 

18 not the r a t e , the d i s t r i b u t i o n r a t e i s unbundled, 

19 as you desire? 

20 A Do you have a c i t e f o r t h a t , because --

21 Q Yes. I f you look a t Page 11 of your -- of 

22 the same statement, beginning around l i n e s i x t e e n , 

23 you t a l k about, the i n t r o d u c t i o n of competition 

24 would increase the e f f i c i e n c y and reduce metering 

25 costs. 
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1 You i n d i c a t e t h a t i s very possible 

2 competitive forces w i l l d i c t a t e t h a t s u p p l i e r s w i l l 

3 i n s t a l l and promote time use meter, e t cetera, and 

4 a l l t h a t . 

5 That i s what I am r e f e r r i n g t o . 

6 A Well, t h a t i s premised on — t h a t 

7 statement i s premised on the concept t h a t non-wire 

8 service charges would be unbundled. 

9 Q And so you don't t h i n k t h a t even i f they 

10 are not unbundled, you t h i n k t h a t they would never 

11 develop i n t o competitive services? 

12 A Well, I t h i n k , as I s a i d before, I t h i n k 

13 i t would be very d i f f i c u l t f o r i t t o develop. 

14 Q Let me ask you t h i s . A s u p p l i e r now could 

15 determine what t h e i r costs are w i t h regard t o these 

16 non-wire services? 

17 I s t h a t correct? 

18 I f they wanted t o provide these s e r v i c e s , 

19 they could determine what t h e i r costs would be? I s 

20 t h a t correct? 

21 A They could determine the cost t o provide 

22 non-wire services, yes — 

23 Q And — 

24 A -- but --

25 Q I'm s o r r y . 
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1 A But under the current circumstances, w i t h 

2 i t bundled, i t would be d u p l i c a t i v e of what they 

3 would be paying, or end users would be paying PECO, 

4 f o r non-wire services. 

5 Q A l l r i g h t . But they could determine 

6 whether or not they could make a p r o f i t by 

7 p r o v i d i n g the services, could they not? 

8 A Well, they could evaluate the cost of 

9 meters and b i l l i n g arrangements. 

10 Q And determine how much i t would cost them 

11 t o provide those services, and whether -- and then 

12 they could determine whether or not they f e l t t h a t 

13 they wanted t o provide those services? I s t h a t 

14 correct? 

15 A They could -- they c e r t a i n l y would be, I 

16 would assume, capable of making t h a t a n a l y s i s . 

17 Q Okay. And s i m i l a r l y , i f they determine, 

18 f o r example, t h a t they could p r o f i t by o f f e r i n g 

19 time of day rates and by o f f e r i n g meters which 

20 allowed i t s customers t o analyze t h e i r usage, they 

21 could provide t h a t as well? 

22 I s t h a t correct? 

23 A Yes, they could, again, w i t h the 

24 q u a l i f i c a t i o n I mentioned e a r l i e r , t h a t i t would be 

25 d u p l i c a t i v e of what i s already being charged. 
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1 MR. MICKENS: That's a l l I have, Your Honor. 

2 JUDGE RAINEY: Thank you, Mr. Mickens. 

3 Further cross examination? 

4 (No response.) 

5 JUDGE RAINEY: Any r e d i r e c t ? 

6 MR. CLEARFIELD: No, s i r . Thank you. 

7 JUDGE RAINEY: Thank you. Thank you, Mr. 

8 Reising. You can stand down. 

9 (Witness excused.) 

10 JUDGE RAINEY: Mr. Sundermeir i s next. 

11 MR. CLEARFIELD: Could we j u s t have a minute? 

12 Your Honor, could we j u s t have a moment? 

13 JUDGE RAINEY: Yes. 

14 MR. CLEARFIELD: We d i d n ' t expect such a 

15 quick t r a n s i t i o n . 

16 (Discussion o f f the record.) 

17 JUDGE RAINEY: Let's go back on the record. 

18 Mr. Sundermeir, I be l i e v e you have been p r e v i o u s l y 

19 sworn? 

20 MR. SUNDERMEIR: No. 

21 JUDGE RAINEY: Oh, you haven't? 

22 MR. SUNDERMEIR: No. 

23 JUDGE RAINEY: A l l r i g h t . Would you r a i s e 

24 your r i g h t hand? 

25 WILLIAM SUNDERMEIR, c a l l e d as a witness. 
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1 having been duly sworn, t e s t i f i e d as f o l l o w s : 

2 JUDGE RAINEY: Please be seated. Give your 

3 f u l l name, s p e l l your l a s t name, also your business 

4 address f o r the record. 

5 THE WITNESS: My name i s W i l l i a m F. 

6 Sundermeir. 

7 That i s s p e l l e d i s S-u-n-d-e-r-m-e-i-r. 

8 My address i s 2821 Bayland Drive, Ocean C i t y , 

9 New Jersey 08226. 

10 JUDGE RAINEY: Thank you. 

11 Mr. Trask? 

12 MR. TRASK: Yes. Thank you. Your Honor. 

13 This morning, I c i r c u l a t i n g t o counsel f o r ENRON 

14 and a l l others who were i n t e r e s t e d , who were 

15 around, a copy of a new e x h i b i t . 

16 I t i s E x h i b i t WFS-16, and the purpose of 

17 preparing and c i r c u l a t i n g the e x h i b i t was t o avoid 

18 a d d i t i o n a l hearing time. 

19 What t h i s i s , i t summarizes Mr. Sundermeir's 

20 responses t o some of Mr. Kingerski's responses w i t h 

21 respect t o Mr. Sundermeir's analysis of the --

22 JUDGE RAINEY: Mr. Trask, d i d you submit t h a t 

23 t o us? 

24 MR. TRASK: I haven't done t h a t y e t , because 

25 Mr. Sundermeir wasn't on the stand. 
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I am prepared t o do t h a t r i g h t now. Okay. 

I t has been c i r c u l a t e d t o a l l p a r t i e s , and i f 

anybody doesn't have a copy of i t and would l i k e 

one, we can get i t . 

There's two f o r the court r e p o r t e r . 

Would you both l i k e copies? 

JUDGE CHESTNUT: Yes, sure. 

(Thereupon, E x h i b i t WFS 16 was marked f o r 

i d e n t i f i c a t i o n . ) 

MR. TRASK: And i f you l i k e , I could have the 

witness authent i c a t e the e x h i b i t , or we can 

s t i p u l a t e t o t h a t . 

JUDGE RAINEY: I s there any op p o s i t i o n t o the 

s t i p u l a t i o n ? 

MR. GALLAGHER: Your Honor, we have t a l k e d t o 

counsel f o r PECO. 

We consider t h i s s u r - r e b u t t a l testimony, and 

we reserve the r i g h t t o r e c a l l Mr. Kingersk i f o r 

o r a l r e j o i n d e r on t h i s . 

MR. TRASK: We have no o b j e c t i o n t o t h a t . 

Your Honor. 

I have two or three other questions by way of 

o r a l s u r - r e b u t t a l t h a t have t o do w i t h Mr. 

Reising's testimony and Mr. Sundermeir's response 

t o t h a t as w e l l . 
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1 JUDGE RAINEY: Any other o b j e c t i o n t o the 

2 or any o b j e c t i o n t o the e x h i b i t ? 

3 (No response.) 

4 JUDGE RAINEY: Mr. Trask, do you want t o move 

5 i n the --

6 MR. TRASK: Yes, I would l i k e t o move E x h i b i t 

7 WFS — 

8 JUDGE RAINEY: I'm sorry. Mr. Cohen? 

9 MR. COHEN: Your Honor, Mr. Reising i s on h i s 

10 way out, so I would l i k e t o t r y t o get him. 

11 I'm sorr y . I thought he was on the way out. 

12 JUDGE RAINEY: Okay. Mr. Reising i s here. 

13 I'm sorr y . 

14 Mr. Trask? 

15 MR. TRASK: Thank you. 

16 DIRECT EXAMINATION 

17 BY MR. TRASK: 

18 Q Mr. Sundermeir, do you have any comments 

19 about Mr. Reising's claim i n r e b u t t a l testimony i n 

20 response t o your testimony t h a t under the ENRON 

21 proposal, PECO would be f u l l y compensated f o r 

22 p r o v i d i n g so-called non-wire services? 

23 A Yes. I t h i n k he i s wrong. F o r g e t t i n g the 

24 value f o r a moment, the value t h a t i s there f o r the 

25 moment, under t h e i r plan, only customers t h a t are 
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1 r e c e i v i n g d e f a u l t service w i t h PECO get paid f o r 

2 t h a t s e r v i c e , and I would l i k e t o suggest t h a t 

3 there i s a great deal a d d i t i o n a l cost involved i n 

4 standing by t o serve d e f a u l t customers. 

5 Q Do you have any comments w i t h regard t o 

6 Mr. Reising's claim t h a t i t i s appropriate f o r the 

7 non-wire services c r e d i t t h a t he proposes t o be 

8 and I use hi s words, I bel i e v e -- symmetrical w i t h 

9 the amount t h a t PECO would be paid t o perform 

10 non-wire services f o r d e f a u l t customers? 

11 A Yes. I bel i e v e t h a t PECO wouldn't 

12 n e c e s s a r i l y shed cost i n p r o p o r t i o n t o the number 

13 of customers involved w i t h there services. 

14 Under the ENRON proposal, PECO would pay a 

15 bloated c r e d i t t o the provider t h a t would not 

16 r e f l e c t any reduc t i o n i n the corresponding cost. 

17 An example of t h a t , f o r example, i s 

18 u n c o l l e c t i b l e accounts, and I could give other 

19 examples, but l e t ' s look a t t h a t one. 

20 Under the u n c o l l e c t i b l e accounts, ENRON 

21 would, by t h e i r own t a r i f f p r o v i s i o n s , be able t o , 

22 I w i l l c a l l i t , dump the non-paying customers over 

23 i n t o d e f a u l t s e r v i c e , so t h e r e f o r e , the 

24 r e l a t i o n s h i p on the u n c o l l e c t i b l e accounts area, i t 

25 would c l e a r l y — the scales would be c l e a r l y t i p p e d 
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over i n one d i r e c t i o n . 

Q Does Mr. Reising make any f a c t u a l 

mis-statements i n h i s r e b u t t a l testimony w i t h 

regard t o your testimony? 

A Yes. With regard t o the c r e d i t t h a t we 

developed, t h a t we were t r y i n g t o develop t o show 

what might be a reasonable c r e d i t , he i n d i c a t e d 

t h a t we d i d not include taxes other than income, 

and he i n d i c a t e d t h a t we d i d not include customer 

s e r v i c e expenses. 

In f a c t , we d i d include the gross r e c e i p t s 

t a x , and i n f a c t we d i d include about 22 m i l l i o n 

d o l l a r s i n customer service expenses i n those 

c a l c u l a t i o n s . 

Q Do you have any comments regarding Mr. 

Reising's testimony w i t h respect t o the non-wire 

c r e d i t and i t s impact on what Mr. Reising 

characterizes as smaller d e f a u l t services 

customers? 

A Yes. Mr. Reising, w i t h regard t o the idea 

t h a t -- of charging a k i l o w a t t hour c r e d i t , or 

g i v i n g a k i l o w a t t hour c r e d i t versus a per customer 

c r e d i t , i n d i c a t e d t h a t he d i d n ' t do i t t h a t way, 

because he thought i t would have an impact on the 

small d e f a u l t service customers. 
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1 I t h i n k i n i t i a l l y there wouldn't be any 

2 impact at a l l on the small d e f a u l t service 

3 customers, because the a c t u a l payment t o PECO f o r 

4 p r o v i d i n g those services f o r the d e f a u l t s e r v i c e 

5 customers i s an arrangement between PECO and ENRON 

6 f o r those services, and I don't t h i n k there would 

7 be any immediate impact at a l l on any of the small 

8 customers. 

9 I f we look at the customers t h a t are not 

10 d e f a u l t customers, I see a t o t a l l y d i f f e r e n t 

11 scenario-

12 Using a k i l o w a t t charge or a c r e d i t -- I'm 

13 s o r r y a c r e d i t i n t h i s case, i t would c e r t a i n l y 

14 give the provider a l o t of i n c e n t i v e t o cherry p i c k 

15 the large customers, because the l a r g e r the energy 

16 use, the higher the c r e d i t r e l a t i v e t o the cost, 

17 and t h e r e f o r e , t h a t would leave the small use 

18 customer probably not a very d e s i r a b l e customer, 

19 because I don't know how many providers are going 

20 t o want t o provide t h a t service t o a customer t h a t 

21 they are going t o lose money on. 

22 I n the long run, I t h i n k i t would work t o 

23 the detriment of a l l customers, because i f PECO i s 

24 paying a bloated c r e d i t , then t h a t money has t o 

25 come from somewhere, because there i s not a 
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corresponding re d u c t i o n i n cost, and u l t i m a t e l y 

PECO would have t o seek t o recover those d o l l a r s , 

and u l t i m a t e l y t h a t would have t o come out of the 

pockets of a l l customers. 

Q Thank you, Mr. Sundermeir. 

MR. TRASK: That's a l l I have i n the way of 

o r a l s u r - r e b u t t a l . Your Honor. 

The witness i s a v a i l a b l e f o r cross 

examination. 

Now, I don't know i f I need t o move i n t o 

evidence PECO — what i s i t PECO Statement — 

JUDGE RAINEY: Yes, 13-E. 

MR. TRASK: — Statement 13-E. I do so a t 

t h i s time. 

JUDGE RAINEY: As w e l l as your e x h i b i t ? 

MR. TRASK: As w e l l as t h a t E x h i b i t WFS-16, 

which was o f f e r e d p r e v i o u s l y . 

JUDGE RAINEY: Any objections? 

(No response.) 

JUDGE RAINEY: Hearing none, so admitted. 

(Thereupon, Statement 13-E was marked f o r 

i d e n t i f i c a t i o n and admitted i n t o evidence, 

and E x h i b i t WFS-16 was admitted i n t o 

evidence.) 

MR. CLEARFIELD: I may have a few questions. 
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1 Your Honor, i f I could have j u s t one minute. 

2 {Discussion o f f the record.) 

3 CROSS EXAMINATION 

4 BY MR. CLEARFIELD: 

5 Q Mr. Sundermeir, w i t h respect t o the 

6 proposal t o unbundle u n c o l l e c t i b l e s , l e t me ask you 

7 t h i s h y p o t h e t i c a l l y . 

8 I f an EGS takes on a customer, and takes 

9 on a l l b i l l i n g and c o l l e c t i o n r i s k f o r t h a t 

10 customer, and the second p a r t of the h y p o t h e t i c a l , 

11 agrees w i t h PECO t h a t i t w i l l pay PECO f o r a l l 

12 charges owing t o PECO regardless of whether the 

13 customer, the end user customer pays — are you 

14 f o l l o w i n g me so far? 

15 A I t h i n k so. 

16 Q -- does PECO have any r i s k of 

17 u n c o l l e c t i b l e i n t h a t s i t u a t i o n , assuming the EGS 

18 continues t o pay? 

19 A Well, the EGS, as I understand i t , would 

20 be g e t t i n g a c r e d i t from PECO f o r t h a t , and p a r t of 

21 t h a t c r e d i t would inc l u d e , a t l e a s t a piece of i t , 

22 the respective u n c o l l e c t i b l e account, but i f the 

23 EGS i s able t o j e t t i s o n nonpayment customers, i t 

24 seems t o me t h a t the r i s k of t h a t i s considerably 

25 diminished on t h e i r side of the equation. 
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1 Q I don't t h i n k you answered my question. 

2 I f the EGS i s t a k i n g on a l l c o l l e c t i o n r i s k w i t h 

3 respect t o the customer and i s guaranteeing PECO 

4 payment f o r the service t h a t PECO provides, does 

5 PECO, i n t h a t h y p o t h e t i c a l , have any c o l l e c t i o n 

6 r i s k f o r t h a t customer? 

7 A No, but I don't t h i n k you can answer t h a t 

8 w i t h o u t t a k i n g the next step t o say t h a t the EGS 

9 can unload those type customers. 

10 I t i s t r u e i f they don't unload them, but 

11 i f they do, how much r i s k are they taking? 

12 Q But w i t h respect t o the b i l l t h a t doesn't 

13 get paid when the customer i s a customer w i t h EGS, 

14 PECO has no c o l l e c t i o n r i s k ? 

15 I s n ' t t h a t r i g h t ? 

16 A I f you are suggesting t h a t f o r a month or 

17 two, u n t i l i t i s established t h a t the customer i s a 

18 non-paying customer, and the EGS recognizes t h a t i t 

19 i s a non-paying customer and decides t o give the 

20 customer f i v e days n o t i c e t h a t i t i s no longer an 

21 EGS customer, there i s a short period of time i n 

22 t h e r e , yes. 

23 Q How long w i l l EGS customers continue t o 

24 provide service t o end users before they 

25 discontinue service t o them, Mr. Sundermeir? 
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1 A I guess t h a t would be hard f o r me t o 

2 answer, but I can't imagine t h a t they would 

3 e n t e r t a i n service t o a customer f o r a very long 

4 pe r i o d of time i f the customer wasn't paying t h e i r 

5 b i l l . 

6 Q But you i n f a c t don't know under what 

7 circumstances the EGS would or when an EGS would 

8 discontinue the se r v i c e , do you? 

9 A I --

10 Q I t could be a short period? I t could be a 

11 longer p e r i o d , depending on the circumstances 

12 surrounding the p r o v i s i o n of the service t o the 

13 customer? 

14 I s n ' t t h a t r i g h t ? 

15 A I would suggest t h a t i t would probably not 

16 be a very long period i f the customer wasn't paying 

17 i t s b i l l . 

18 Q But i n f a c t , you don't r e a l l y know what an 

19 EGS arrangement — what arrangement an EGS might 

20 have w i t h a p a r t i c u l a r customer i n a p a r t i c u l a r 

21 circumstance, do you? 

22 A I t h i n k I — EGS i s proposing a t a r i f f 

23 t h a t they w i l l be able t o j e t t i s o n the customer 

24 w i t h f i v e days' n o t i c e . 

25 I know I read t h a t i n the t a r i f f . 
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1 Q The question, Mr. Sundermeir 

2 A Okay. 

3 Q was, do you know i n f a c t how long EGSs 

4 might keep a customer, f o r example, i f they had a 

5 long-term customer, c o n t r a c t w i t h t h a t customer 

6 before they determined t o discontinue the service 

7 w i t h f i v e days' n o t i c e , or w i t h some other n o t i c e 

8 period? 

9 Do you know f o r a fact? 

10 A Do I know f o r a f a c t t h a t the -- how many 

11 exact days i t would be before they --

12 Q No. How long the customer -- how long the 

13 EGS might continue t o provide service t o a customer 

14 i f the customer was behind i n i t s b i l l ? 

15 A My guess, being t h a t the EGS has a p e r f e c t 

16 way t o get out of t h a t s i t u a t i o n , t h a t I can't 

17 imagine t h a t i t would be f o r a very long p e r i o d of 

18 time. 

19 Q But what i f the customer -- what i f the 

20 EGS had a year c o n t r a c t w i t h the — w i t h the 

21 customer and was p r o v i d i n g other types of services 

22 under other arrangements, Mr. Sundermeir? 

23 A I f — 

24 Q Would t h a t change your opinion? 

25 A I t h i n k i t would, i f ENRON says t h a t they 
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1 would enter i n t o a co n t r a c t w i t h a customer f o r 

2 s e r v i c e , and they would continue honoring t h a t 

3 c o n t r a c t even i f the customer doesn't pay h i s b i l l 

4 Q So t h a t ' s a circumstance --

5 A Then t h a t i s a circumstance where they 

6 might have t o do t h a t , although --

7 Q And t h a t i s a p o s s i b i l i t y ? 

8 A -- I don't know how r e a l i s t i c t h a t i s . 

9 Q But t h a t ' s a p o s s i b i l i t y , i s n ' t i t ? 

10 A I t i s not impossible. 

11 Q Mr. Sundermeir, i n f a c t , depending upon 

12 the r e l a t i o n s h i p , i t might occur? 

13 I s n ' t t h a t true? 

14 I s n ' t i t possible t h a t the EGS might be 

15 p r o v i d i n g other types of services i n a d d i t i o n t o --

16 i n a d d i t i o n t o the generation service? 

17 MR. TRASK: Your Honor, I o b j e c t . The 

18 question was j u s t asked and j u s t answered very 

19 thoroughly. 

20 JUDGE RAINEY: I am going t o ove r r u l e the 

21 o b j e c t i o n . 

22 BY MR. CLEARFIELD: 

23 Q Did you hear the question? 

24 A Yes, I d i d , and I guess I would be amazed 

25 i f the EGS would continue t o provide any of these 
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1 s e r v i c e s , or a l l of these services i f the customer 

2 i s n ' t paying his b i l l . 

3 Q Do you provide service t o customers when 

4 they don't pay t h e i r b i l l a t PECO, t h a t i s ? 

5 A Do we? 

6 Q Yes. 

7 A Oh, we c e r t a i n l y do, and we are under 

8 s t r i c t r e g u l a t i o n s t o do t h a t . 

9 Q And would you stop p r o v i d i n g s e r v i c e t o 

10 the customer as soon as they stopped paying t h e i r 

11 b i l l i f you weren't under s t r i c t r e g u l a t i o n ? 

12 A We f o l l o w the r u l e s of Chapter 56 w i t h 

13 regard t o t e r m i n a t i o n of the customers. 

14 Q And i f you weren't under those s t r i c t 

15 r e g u l a t i o n s , would you cut customers o f f as soon as 

16 they stopped -- f e l l behind i n t h e i r b i l l by a day 

17 or two? 

18 A I I t h i n k even before Chapter 56, my 

19 experience was t h a t PECO bent over backwards before 

20 they would cut o f f a customer. 

21 I t was an opti o n of l a s t r e s o r t . 

22 Q And i s n ' t t h a t something t h a t an EGS might 

23 also do? 

24 A I t doesn't seem l i k e l y t o me, at l e a s t 

25 when they have the opt i o n of dropping the customer 

HOLBERT ASSOCIATES - (717) 540-9669 



1774 

1 w i t h f i v e days' n o t i c e and t r a n s f e r r i n g the 

2 customer t o d e f a u l t service. 

3 Q Are you f a m i l i a r w i t h any plans t h a t PECO 

4 might have t o provide competitive b i l l i n g services 

5 t o EGSs or other e n t i t i e s a t the present time, Mr. 

6 Sundermeir? 

7 A No. 

8 Q That's a l l I have. 

9 JUDGE RAINEY: Any other cross examination? 

10 Yes, Mr. D o l l . 

11 MR. DOLL: I have one question. Maybe I 

12 could get the answer out of counsel and 

13 s h o r t c i r c u i t a l o t of t h i n g s , but --

14 MR. TRASK: Am I under oath? 

15 MR. DOLL: Only the one you took as an 

16 o f f i c e r of the c o u r t . 

17 Now, i n Mr. Sundermeir's testimony on Page 

18 25, Lines 15 through 22, he i s r e f e r r i n g t o h i s 

19 proof of revenues e x h i b i t , and i t says i t makes a 

20 -- t h a t would change the Appendix C of the p a r t i a l 

21 settlement. 

22 I w i l l pose i t e i t h e r t o you, Mr. Sundermeir, 

23 or t o you, Mr. Trask. 

24 I s there any i s there going t o be an 

25 update t o t h a t Appendix C and the summaries t h a t i s 
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1 going t o be introduced i n t o t h i s record? 

2 Perhaps I t h i n k we have got the wrong 

3 witness. 

4 MR. TRASK: Yes. I bel i e v e t h a t there i s an 

5 e x h i b i t t o t h i s testimony which does t h a t , but I 

6 would defer t o the persons under whose supe r v i s i o n 

7 — under Mr. Sundermeir's supervision who prepared 

8 t h a t e x h i b i t , and I don't know whether or not i t 

9 would be -- we could deal w i t h t h i s 

10 MR. DOLL: Yes. Your Honor, i t would be 

11 acceptable t o me i f I could get an answer l a t e r . 

12 JUDGE RAINEY: That would be f i n e . 

13 MR. DOLL: Thank you. I have no questions. 

14 JUDGE RAINEY: Further cross examination? 

15 MR. CLEARFIELD: No. 

16 JUDGE CHESTNUT: Redirect? 

17 MR. TRASK: No, Your Honor. 

18 JUDGE CHESTNUT: Thank you, Mr. Sundermeir. 

19 You may stand down. 

20 (Witness excused.) 

21 MR. GALLAGHER: Your Honor? 

22 JUDGE RAINEY: Yes, Mr. Gallagher? 

23 MR. GALLAGHER: Your Honor, a t what p o i n t 

24 would we be able t o present Mr. Kingers k i i n 

25 response t o the s u r - r e b u t t a l ? 
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1 MR. TRASK: I f you made a d e c i s i o n , we could 

2 do i t now. 

3 MR. GALLAGHER: That i s f i n e . 

4 JUDGE RAINEY: A l l r i g h t . Why don't we do 

5 t h a t now, f o r c o n t i n u i t y purposes? 

6 JUDGE RAINEY: Mr. Ki n g e r s k i , you have been 

7 p r e v i o u s l y sworn. 

8 MR. KINGERSKI: Yes. 

9 JUDGE RAINEY: The oath s t i l l a p p l i e s . 

10 HARRY J. KINGERSKI, r e c a l l e d as a witness, 

11 having been p r e v i o u s l y duly sworn, t e s t i f i e d 

12 f u r t h e r as f o l l o w s : 

13 REDIRECT EXAMINATION 

14 BY MR. GALLAGHER: 

15 Q Mr. Ki n g e r s k i , were you i n the courtroom 

16 when counsel f o r PECO requested the admission of 

17 E x h i b i t WFS-16? 

18 A Yes. 

19 Q Do you have t h a t e x h i b i t i n f r o n t of you? 

20 A Yes, I do. 

21 Q I am going t o ask you some questions 

22 regarding t h a t , Mr. Ki n g e r s k i . 

23 S t a r t i n g w i t h the e x h i b i t l i s t on the 

24 l e f t - h a n d s i d e , Kingerski Response on the 

25 rig h t - h a n d side, i t l i s t s d e f i c i e n c y and problem. 
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1 We w i l l s t a r t w i t h the f i r s t one i n v o l v i n g 

2 ENRON Rule 17.2(b). 

3 Could you give us your comments regarding 

4 the d e f i c i e n c y , as o u t l i n e d i n t h a t column? 

5 A Well, i n i t i a l l y i n my r e b u t t a l testimony, 

6 I described ENRON'S response there a t Page 2 of my 

7 testimony, and I would j u s t add t h a t e a r l i e r today, 

8 durin g cross examination, I r e f e r r e d t o t h i s very 

9 instance, i n t h a t a customer would be able t o 

10 choose an EGS based on b i l l i n g options t h a t t h a t 

11 EGS provided, or f o r a given EGS t h a t i t was 

12 r e c e i v i n g s e rvice from, i t could choose from a menu 

13 of options f o r b i l l i n g t h a t t h a t customer -- t h a t 

14 EGS was p r o v i d i n g , so I bel i e v e t h a t the d e f i c i e n c y 

15 or problem noted there r e a l l y does not apply. 

16 Q Following down the column on the l e f t , 

17 regarding ENRON Rule 2.5.1, could you comment on 

18 the d e f i c i e n c i e s , as pointed out i n the righ t - h a n d 

19 column? 

20 A Yes. My r e b u t t a l testimony addressed t h a t 

21 issue a t Page 3, and I would j u s t note i n response 

22 t o the comment here t h a t I t h i n k i t i s a matter of 

23 semantics, i n t h a t Rule 2.5.1 does r e q u i r e t h a t an 

24 EGS adhere t o Chapter 56. 

25 I t i s r e f e r r e d t o here i n the e x h i b i t as 

HOLBERT ASSOCIATES - (717) 540-9669 



1778 

1 only applying t o the s o l i c i t a t i o n of end users, and 

2 t h a t i s i n c o r r e c t . 

3 The a p p l i c a t i o n i s t o the EGS's dealings 

4 i n a l l aspects w i t h the end user, and I be l i e v e 

5 t h a t Mr. Kean had made t h a t very c l e a r i n h i s 

6 r e b u t t a l testimony i n saying t h a t i t i s ENRON's 

7 i n t e n t i o n t h a t the EGSs do comply i n a l l aspects of 

8 Chapter 56. 

9 Q Turning now t o ENRON Rule 11.1, could you 

10 give us your comments regarding the c r i t i c i s m or 

11 deficiency? 

12 A Yes. My r e b u t t a l testimony had addressed 

13 t h a t issue beginning a t Page 3, and the comments 

14 there I b e l i e v e s t i l l hold. 

15 There was no i n t e n t i o n on ENRON'S p a r t t o 

16 deprive a customer of the choice noted here, and I 

17 do not be l i e v e t h a t the r u l e does i n f a c t deprive 

18 customers. 

19 Q With regards t o ENRON Rule 21.7, could you 

20 give us your comments, please? 

21 A My r e b u t t a l testimony addressed t h a t issue 

22 at Page 4, and s p e c i f i c a l l y on Page 4, Line 16, I 

23 sa i d t h a t c e r t a i n l y nothing i n the proposed t a r i f f 

24 precludes the customer from approaching PECO 

25 d i r e c t l y f o r s e r v i c e , so I do not b e l i e v e t h a t t h a t 
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1 problem a p p l i e s , t h a t problem t h a t i s noted i n the 

2 t a b l e . 

3 Q Could you comment on Rule 11.3, 

4 d e f i c i e n c i e s t h a t have been o u t l i n e d i n the 

5 right-hand column? 

6 A My r e b u t t a l testimony addressed t h a t issue 

7 at Page 6, and I bel i e v e t h a t t h a t testimony s t i l l 

8 holds, and t h a t the problem, as described on t h i s 

9 t a b l e , does not e x i s t . 

10 Q Could you'comment on the d e f i c i e n c i e s 

11 o u t l i n e d w i t h regards t o standard d e f a u l t s e r v i c e , 

12 the op t i o n under ENRON Rate DS t h a t were o u t l i n e d 

13 i n Column No. 2? 

14 A Yes. Here I would note w i t h reference t o 

15 the problem noted t h a t nowhere i n the a v a i l a b i l i t y 

16 s e c t i o n of Rate HT are the words " i n d u s t r i a l " or 

17 "commercial" mentioned. 

18 The a v a i l a b i l i t y i s based on high t e n s i o n 

19 s e r v i c e . 

20 I do recognize t h a t i n ENRON'S proposed 

21 t a r i f f , the a v a i l a b i l i t y of standard d e f a u l t 

22 service r e f e r s t o r e s i d e n t i a l and commercial. 

23 That a v a i l a b i l i t y i s not intended t o 

24 preclude any customer group, so I would o f f e r as a 

25 clarification that I would have no problem changing 
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1 t h a t terminology t o say r e s i d e n t i a l and 

2 n o n - r e s i d e n t i a l , because I bel i e v e t h a t would then 

3 cover unambiguously a l l customer groups. 

4 Q Turning t o the second page of t h i s 

5 e x h i b i t , w i t h regard t o Rule 18.1, could you give 

6 us your comments on the d e f i c i e n c i e s o u t l i n e d i n 

7 the second column? 

8 A My r e b u t t a l testimony addressed t h a t issue 

9 a t Page 8, and I don't have anything f u r t h e r t o add 

10 t o t h a t a t t h i s p o i n t . 

11 Q Moving down, could you please comment on 

12 Rate SL-P and the d e f i c i e n c i e s o u t l i n e d there i n 

13 the second column? 

14 A My r e b u t t a l testimony addressed t h a t issue 

15 beginning at Page 8, and I would note under the 

16 c o n d i t i o n r e f e r r e d t o as a problem here, i f the 

17 c i t y decided not t o exercise the o p t i o n of a fr e s h 

18 s t a r t , then i t i s ENRON'S plan t h a t nothing then 

19 would change f o r the c i t y , so i f i t chose not t o 

20 exercise t h a t o p t i o n , everything would stay i n t a c t . 

21 Q With regard t o ENRON Rule 7.2, regarding 

22 guarantees associated w i t h d i s t r i b u t i o n l i n e 

23 extensions, could you give us your comments w i t h 

24 regard t o the d e f i c i e n c i e s o u t l i n e d i n the second 

25 column? 

HOLBERT ASSOCIATES - (717) 540-9669 



1781 

1 A Yes. My r e b u t t a l testimony addressed t h a t 

2 issue at Page 10, and again, what I have sa i d there 

3 I bel i e v e s t i l l holds. 

4 I would note t h a t the EGS i s not i n the 

5 business of c o n s t r u c t i n g extension l i n e s , and 

6 because of t h a t , I t h i n k i t i s proper i n t h a t case 

7 t h a t f i n a n c i a l dealings between PECO and the 

8 customer are e n t i r e l y appropriate. 

9 Q With regards t o ENRON Rule 16.2, could you 

10 please give us your comments w i t h regards t o the 

11 advantage t h a t competitive meter service providers 

12 do not have, as you have o u t l i n e d i n your 

13 testimony, i n the d e f i c i e n c i e s l i s t e d i n the second 

14 column? 

15 A On t h a t issue, my r e b u t t a l testimony 

16 addresses t h a t beginning at Page 10, and I have 

17 nothing f u r t h e r t o add on t h a t . 

18 Q With regards t o your testimony regarding 

19 PECO's r i g h t t o shut o f f service when an EGS owns 

20 the meter, could you comment on the d e f i c i e n c i e s 

21 o u t l i n e d i n the second column? 

22 A Yes. My r e b u t t a l testimony addressed t h a t 

23 issue at Page 11, and what I was r e f e r r i n g t o there 

24 i s t h a t PECO cannot terminate the service because 

25 of abuse t o a meter which i t , i t s e l f , does not own. 
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1 I f there i s such abuse t o an MSP owned meter, 

2 then the MSP can request PECO t o do the t e r m i n a t i o n 

3 of s e r v i c e , and I t h i n k a l l of t h a t i s perm i t t e d 

4 under 18.3 of the proposed t a r i f f , but I would 

5 also note t h a t i f there i s any doubt on t h i s issue, 

6 i f there i s any confusion about the t a r i f f ' s 

7 i n t e n t i o n t h e r e , ENRON would c e r t a i n l y be w i l l i n g 

8 t o make the necessary wording changes t o remove 

9 t h a t confusion. 

10 Q F i n a l l y , Mr. Ki n g e r s k i , would you comment 

11 on the d e f i c i e n c i e s o u t l i n e d on the l a s t question 

12 regarding Rule 7.2 and the revenue guarantees? 

13 A Yes. My r e b u t t a l testimony had addressed 

14 t h a t issue a t Page 10. 

15 Again, I'm not sure e x a c t l y what other 

16 investments are being r e f e r r e d t o i n the t a b l e 

17 t h e r e , but I would note t h a t i f there are any other 

18 investments t h a t the company can say i s 

19 a t t r i b u t a b l e t o an i n d i v i d u a l customer, be i t 

20 transformers or substations or the l i k e , then I 

21 t h i n k an easy remedy i s t o j u s t take the Section 

22 7.2 and expand i t t o apply t o those other 

23 investments, and I t h i n k PECO would c e r t a i n l y have 

24 the o p p o r t u n i t y and the r i g h t t o a t , the 

25 appropriate time, make such a r e v i s i o n t o the 
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23 

24 

25 

t a r i f f . 

MR. GALLAGHER: Thank you. Your Honor. 

JUDGE RAINEY: Thank you. 

Redirect? 

MR. RYAN: Recross. 

JUDGE RAINEY: I'm sorr y . Yes. Recross? 

MR. TRASK: Yes, Your Honor. I have some 

recross. 

RECROSS EXAMINATION 

BY MR. TRASK: 

Q Okay. I t h i n k I j u s t heard you say t h a t 

w i t h respect t o Rule 11.1 i n the ENRON t a r i f f , t h a t 

t h a t r u l e , as w r i t t e n , would not e l i m i n a t e any 

choices t h a t customers now have? 

Is 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 of your 

testimony j u s t now? 

A I do not believe t h a t i t does, t h a t ' s 

c o r r e c t . 

Q I s n ' t i t t r u e t h a t r i g h t now, customers 

have the r i g h t t o ask PECO d i r e c t l y f o r assistance 

and also t o make a choice as t o t h e i r r a t e , t h e i r 

regulated rates? 

A Yes, th a t ' s c o r r e c t . 

Q Wouldn't t h a t choice under the ENRON plan 

be unavailable w i t h respect t o regulated 
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1 d i s t r i b u t i o n r a t e s , unavailable t o the customer? 

2 A No, because the o p p o r t u n i t y t o switch 

3 schedules s t i l l e x i s t s . 

4 Q Does the --

5 A The customer could have t h a t , t h a t choice, 

6 and t h a t change of schedule i s s t i l l a v a i l a b l e . 

7 Q Does the customer have the r i g h t t o ask 

8 PECO t o change the schedule under the ENRON plan? 

9 A The customer would pursue such a change 

10 through i t s EGS, and the EGS would make the request 

11 t o the company. 

12 Q So the customer would not have the r i g h t 

13 t o make t h a t d i r e c t request from PECO under the 

14 ENRON plan? 

15 A Well, I take the o p p o r t u n i t y here of t h i s 

16 s e c t i o n as r e f e r r i n g t o the a b i l i t y t o have the 

17 r a t e schedule changed. 

18 I t h i n k i t i s much less of an issue as t o 

19 who i s a c t u a l l y doing the requesting. 

2 0 Q I wasn't asking you whether you thought i t 

21 was an issue. 

22 I was j u s t asking you whether a customer 

23 can ask PECO t o change the customer's reg u l a t e d 

24 d i s t r i b u t i o n rates under the ENRON plan? 

25 MR. GALLAGHER: Objection, Your Honor. I 
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