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Pursuant t o the schedule e s t a b l i s h e d by the Commission, the 

O f f i c e of Small Business Advocate ("OSBA") f i l e s these Exceptions 

t o the Recommended Decision dated A p r i l 1, 1998 of A d m i n i s t r a t i v e 

Law Judge George M. Kashi (the "Recommended Decision" or the 

"R.D.") i n t h i s r e s t r u c t u r i n g proceeding f o r Pennsylvania Power & 

Lig h t Company ("PP&L" or "Company"). 

INTRODUCTION 

Along w i t h 16 other complainants or i n t e r v e n o r s , the OSBA 

a c t i v e l y p a r t i c i p a t e d i n the development of the record i n t h i s 

proceeding. I n response t o the testimony introduced by PP&L, the 

OSBA o f f e r e d the testimony of i t s expert witness, Robert D. Knecht 

(OSBA Stmts. No. 1, 1R and IS) . I n h i s testimony Mr. Knecht r a i s e d 

and discussed a number of serious concerns about the r e l i a b i l i t y of 

a number of the assumptions upon which the PP&L stranded cost claim 

of $4.0 b i l l i o n r e s t s . 1 Expert witnesses f o r other complainants 

'Because the OSBA did not undertake a complete review of all aspects of the total PP&L 
stranded cost claim, no recommendation was made by the OSBA as to an overall level of 
stranded costs that PP&L should be allowed to recover through a competitive transition charge 
("CTC")- The OSBA did, however, support the more realistic market price forecasts that were 
provided by the Office of Consumer Advocate ("OCA") and the PP&L Industrial Customer 
Alliance ("PPLICA"). The OSBA argued that the OCA and PPLICA forecasts, not PP&L's 
projections, are the appropriate basis on which to project future market prices for electricity, an 
essential component in any effort to determine a utility's stranded costs. OSBA Main Brief, 
pp. 3, 26-27. 
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and intervenors s i m i l a r l y t e s t i f i e d about the defects they found i n 

the PP&L cl a i m f o r stranded costs. A d d i t i o n a l l y , Mr. Knecht 

recommended r e v i s i o n s t o or the r e j e c t i o n of several of PP&L's 

proposals regarding the Company's ra t e s t r u c t u r e and design as the 

r e s t r u c t u r i n g of the e l e c t r i c i n d u s t r y moves forward' i n 

Pennsylvania. 

A f t e r o n l y b r i e f r e c i t a t i o n s of the concerns r a i s e d by the 

various i n t e r v e n o r s , the Recommended Decision e s s e n t i a l l y accepts 

i n t o t o the PP&L contentions regarding, the. stranded.costs i t should 

be allowed t o c o l l e c t from i t s customers. The Recommended Decision 

c a l l s f o r only minor adjustments t o some of the i n d i v i d u a l elements 

of PP&L's alle g e d stranded costs. The OSBA now urges the 

Commission t o review the very s u b s t a n t i a l stranded cost claims 

presented by PP&L w i t h a much more c r i t i c a l eye, t a k i n g i n t o 

account the persuasive obj ections t h a t have been advanced by a 

number of the i n t e r v e n i n g p a r t i e s . 

Because the OSBA d i d not suggest a s p e c i f i c stranded cost 

f i g u r e i n i t s Main B r i e f , the OSBA w i l l ' not do so now.2 Those 

p a r t i e s who d i d w i l l c e r t a i n l y note i n t h e i r own Exceptions how the 

Recommended Decision f a i l s t o r e f l e c t the numerous well-founded 

2The OSBA has not been able to calculate the amount of stranded costs actually 
recommended in the R.D. for recovery by PP&L, although it is clear that only modest changes 
were recommended in the PP&L claim. For that reason, the OSBA can not accept the invitation 
(in the transmittal letter for the Recommended Decision) to provide tables with these Exceptions 
that would incorporate the adjustments contained in the Recommended Decision. 



adjustments t o the PP&L claim t h a t were advanced i n t h i s 

proceeding. To avoid redundancy, the OSBA w i l l o nly note i t s 

o b j e c t i o n s t o the Recommended Decision's conclusions i n summary 

fashion, w i t h cross-references t o the more complete dis c u s s i o n of 

the p o i n t t h a t w i l l be found i n the OSBA's Main B r i e f or the 

testimony of i t s expert witness. 

A few a d d i t i o n a l i n t r o d u c t o r y comments on the general matter 

of the stranded cost c a l c u l a t i o n s i n t h i s proceeding are 

appropriate. The PP&L stranded cost claim was calculated.using the 

"re g u l a t o r y method." The OCA and PPLICA a l t e r n a t i v e s , on the other 

hand, were c a l c u l a t e d using the "asset value method," the approach 

t h a t the Commission accepted f o r c a l c u l a t i n g stranded costs i n the 

r e s t r u c t u r i n g proceedings f o r PECO Energy Company at Docket 

No. R-00973953. The OSBA chose not t o enter the debate over which 

method f o r c a l c u l a t i n g stranded costs i s the superior one, 

p r i m a r i l y because i t agrees w i t h the Recommended Decision's 

conclusion (at page 83 of the R.D.) t h a t "... when p r o p e r l y 

applied, both the r e g u l a t o r y and asset value methods should produce 

comparable r e s u l t s since they are measuring the same costs." 

As noted by OSBA witness Knecht, the r e g u l a t o r y approach 

favored by PP&L and accepted by the p r e s i d i n g o f f i c e r i n h i s 

Recommended Decision makes the market p r i c e f o r e c a s t f o r 

e l e c t r i c i t y a c r i t i c a l issue i n determining j u s t how competitive 



the i n d u s t r y w i l l become during the t r a n s i t i o n p e r i o d leading t o 

f u l l competition f o r generation service. PP&L's very low p r o j e c t e d 

market p r i c e s t h a t are r e l i e d upon i n the Recommended Decision 

almost guarantee t h a t a vigorous competitive market w i l l not 

develop f o r years i n the PP&L t e r r i t o r y i f the Recommended Decision 

i s allowed t o stand. OSBA Stmt. No. 1, pp. 7-8. 

I n a d d i t i o n t o i t s major concerns about the excessive stranded 

cost allowance c a l l e d f o r i n the Recommended Decision, the OSBA 

takes exception t o c e r t a i n other aspects of the Recommended 

Decision. Exceptions are also noted i n the general areas of r a t e 

s t r u c t u r e and design and the schedule f o r the phase-in t o 

competition f o r PP&L's customers 

EXCEPTIONS 

1. The E l e c t r i c i t y Market Price Forecasts Submitted by PP&L 
and Accepted i n the Recommended Decision Can Not Be 
Relied Upon Because They Are Based on a Number of 
Un r e a l i s t i c and Very Conservative Assumptions 

Relying on the testimony of PP&L witness Dr. Jones and g i v i n g 

no credence t o the very d i f f e r e n t views expressed by OCA witness 

D. Smith, PPLICA witness Falkenberg and OSBA witness Knecht, the 

Recommended Decision concludes t h a t the advent of generation 

competition w i l l insure low market p r i c e s f o r e l e c t r i c energy and 

capacity w e l l i n t o the f u t u r e . That conclusion i n t u r n means, and 
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the Recommended Decision approves, s i g n i f i c a n t l y higher stranded 

cost recovery f o r PP&L than was recommended by e i t h e r the OCA or 

the PPLICA witnesses who t e s t i f i e d about an appropriate t o t a l 

stranded cost amount f o r PP&L. R.D. 84-85. But Dr. Jones' 

e l e c t r i c i t y p r i c e forecasts r e s t on i n a p p r o p r i a t e l y conservative 

and u n c e r t a i n foundations. Those questionable forecasts w i l l cost 

a l l of PP&L's customers very d e a r l y indeed i f the Commission 

accepts them i n the same u n c r i t i c a l fashion t h a t the Recommended 

Decision does. 

A. Price s u f f i c i e n c y t o support a d d i t i o n s o f new 
capacity [See OSBA Main B r i e f , pp. 19-25]. 

The OSBA r e s p e c t f u l l y disagrees w i t h the Recommended 

Decision's conclusion (at p. 86) t h a t the OCA, PPLICA and OSBA 

experts, a l l of whom agreed t h a t Dr. Jones' forecast of market 

capa c i t y costs are i n s u f f i c i e n t t o support the a d d i t i o n of new 

capa c i t y , were simply c r e a t i n g a "tempest i n a teapot." To the 

contrary, the issue of p r i c e s u f f i c i e n c y t o spur investments i n new 

generating f a c i l i t i e s goes t o the crux of the p r i c e f o r e c a s t i n g 

debate. 

The Recommended Decision r e j e c t s the i n t e r v e n e r s ' arguments 

t h a t Dr. Jones' market p r i c e s w i l l not s u s t a i n new capac i t y 

a d d i t i o n s , f i n d i n g t h a t PP&L's analysis demonstrates how Dr. Jones' 

forecasted p r i c e s w i l l support such additions at today's costs and 



heat r a t e s . R.D. pp. 86-87. I t i s clear, however, t h a t Dr. Jones 

a c t u a l l y used d i f f e r e n t assumptions f o r replacement capacity costs 

i n h i s p r i c e s u f f i c i e n c y analysis than he d i d i n h i s p r i c e 

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

The discussion on t h i s issue i n the Recommended Decision 

r e l i e s upon an anal y s i s t h a t was presented by Dr. Jones i n h i s 

r e j o i n d e r testimony at the conclusion of the e v i d e n t i a r y hearings, 

s p e c i f i c a l l y h i s E x h i b i t STJ-28R. I n t h a t E x h i b i t , Dr. Jones 

presents a range of capacity cost and heat r a t e assumptions f o r new 

n a t u r a l g a s - f i r e d combined cycle capacity. Taking simple averages, 

however, i t i s obvious t h a t on r e j oinder Dr. Jones r a d i c a l l y 

changed h i s p o s i t i o n on t h i s p o i n t from what i s r e f l e c t e d i n the 

d i r e c t testimony he f i l e d e a r l i e r i n t h i s case. 

On average, the heat r a t e of new capacity drops from 

Dr. Jones' d i r e c t testimony value of 7,000 BTU/kWh {E x h i b i t STJ-5) 

t o a value of only 6,163 BTU/kWh i n E x h i b i t STJ-28R t h a t he 

introduced j ust before the end of the hearings. I n e f f e c t , 

Dr. Jones reduced the f u e l costs of the new u n i t by 12 percent 

between the time he prepared h i s d i r e c t testimony and h i s o r a l 

r e j oinder testimony l a t e i n the hearings. S i m i l a r l y , Dr. Jones' 

replacement c a p i t a l cost assumption drops from $595 per kW i n h i s 

d i r e c t testimony (E x h i b i t STJ-5) t o $537 per kW i n E x h i b i t STJ-28R, 

a red u c t i o n of nearly 10 percent. Considered i n the l i g h t of those 



last-minute and very r a d i c a l changes i n h i s underlying assumptions, 

i t i s not at a l l s u r p r i s i n g t h a t Dr. Jones could conclude at the 

end of the day t h a t h i s low p r i c e forecasts f o r e l e c t r i c i t y are 

nevertheless high enough t o support t h e . a d d i t i o n of new capacity. 

Unless e l e c t r i c i t y p r i c e expectations are s u f f i c i e n t t o 

provide a reasonable r e t u r n on a contemplated c a p a c i t y a d d i t i o n , 

t h a t new capacity simply w i l l not be b u i l t , and the r e l i a b i l i t y of 

e l e c t r i c supply f o r PP&L's customers i n f u t u r e years w i l l be 

jeopardized. For th a t reason alone, the issue of p r i c e s u f f i c i e n c y 

t o support capacity a d d i t i o n s i s c e r t a i n l y not a "tempest i n a 

teapot." To the contrary, i t i s the only reasonable and 

appropriate t e s t of a long term p r i c e forecast f o r e l e c t r i c i t y , and 

the PP&L p r i c e p r o j e c t i o n s f a i l t o s a t i s f y t h a t t e s t . 

B. Fuel p r i c e p r o j e c t i o n s [See OSBA Main B r i e f , 
pp. 14-16]. 

The Recommended Decision c o r r e c t l y notes t h a t the cost of the 

f u e l used by an e l e c t r i c generating f a c i l i t y i s a c r i t i c a l i n p u t t o 

any model used t o forecast p r i c e s f o r e l e c t r i c i t y i n the f u t u r e , 

and the primary component of the v a r i a b l e cost of generation at the 

f a c i l i t y . R.D. 94. Given t h a t r e c o g n i t i o n , the w i l l i n g n e s s of 

Dr. Jones (and the Recommended Decision) t o ignore completely the 

f u e l p r i c e forecasts issued by such well-recognized a u t h o r i t i e s as 

Data Resources, Inc. ("DRI") and the Energy I n f o r m a t i o n 



A d m i n i s t r a t i o n {"EIA") i s d i s t r e s s i n g . Unlike PP&L, both of those 

organizations p r o j e c t both r e a l and i n f l a t i o n - r e l a t e d increases i n 

f u e l p r i c e s throughout the t r a n s i t i o n p e r i o d t o f u l l c o m p etition 

f o r e l e c t r i c generation services. 

Dr. Jones developed h i s own p r o j e c t i o n s concerning f u t u r e f u e l 

p r i c e s . His forecasts, prepared at PP&L's request f o r use i n t h i s 

proceeding, have f u e l p r i c e s remaining f l a t u n t i l 1999 and 

increasing only w i t h i n f l a t i o n t h e r e a f t e r . R.D. 95. By c o n t r a s t , 

both the EIA and DRI p r i c e p r o j ect ions show r i s i n g f u e l p r i c e s 

throughout the forecast p e r i o d . I f these independently-prepared 

fore c a s t s prove t o be more accurate than those prepared by PP&L's 

own expert witness expressly f o r t h i s case, the PP&L customers w i l l 

be r e q u i r e d t o pay f o r a s i g n i f i c a n t amount of "stranded costs" 

t h a t never w i l l m a t e r i a l i z e . 

The Commission should not confine i t s review t o j u s t one 

fore c a s t of f u e l p r i c e s as d i d the Recommended Decision. Instead 

i t should take i n t o account the EIA and DRI foreca s t s c a l l i n g f o r 

i n c r e a s i n g f u e l p r i c e s ( j u s t as i t d i d i n the PECO r e s t r u c t u r i n g 

proceeding) when i t p r o j e c t s what the p r i c e s f o r e l e c t r i c energy 

and c a p a c i t y w i l l be as Pennsylvania moves from r e g u l a t i o n t o 

competition over the next ten years or so. 



C. Capacity displacements [See OSBA Stmt. No. 1, pp. 
30-31]. 

Quoting Dr. Jones, the Recommended Decision assumes t h a t new 

combined cycle g a s - f i r e d u n i t s w i l l displace older PJM f o s s i l f u e l 

u n i t s t h a t are r e t i r e d i n the near f u t u r e . I f t h a t were t o 

happen, the r e s u l t would be lower generation costs (and p r i c e s ) 

because of the more e f f i c i e n t o p eration of the combined cycle 

u n i t s . R.D. 111. But there i s no discussion at a l l (or even any 

mention) i n the Recommended Decision of the testimony of OSBA 

witness Knecht t h a t s p e c i f i c a l l y addressed the question of which 

kinds of PJM generating f a c i l i t i e s are most l i k e l y t o be r e t i r e d 

f i r s t . Contrary t o Dr. Jones' assumption, Mr. Knecht concluded 

t h a t a nuclear u n i t r a t h e r than a f o s s i l f u e l p l a n t i s l i k e l y t o be 

the k i n d of generating f a c i l i t y replaced by a new combined cycle 

p l a n t d u r i n g the t r a n s i t i o n p eriod. 

Any p l a n t retirement choice w i l l undoubtedly be made on the 

basis of an incremental cash flow analysis of the older generating 

f a c i l i t i e s . The higher f i x e d O&M costs f o r aging nuclear p l a n t s 

w i l l be made very obvious i n any such a n a l y s i s , making them more 

l i k e l y candidates f o r e a r l y retirement when compared t o e x i s t i n g 

f o s s i l f u e l p l a n t s . While the nuclear f a c i l i t i e s do have lower 

short-run marginal costs, the higher incremental c a p i t a l costs t h a t 

are r e q u i r e d t o keep them i n operation most l i k e l y w i l l p o i n t the 



d e c i s i o n makers i n the d i r e c t i o n of f i r s t c l o s i n g a nuclear 

generating f a c i l i t y , not a f o s s i l f u e l p l a n t . P r o j e c t i n g the 

replacement of a nuclear generating s t a t i o n ' s low v a r i a b l e costs 

w i t h the higher costs of a new g a s - f i r e d combined cycle p l a n t thus 

w i l l cause fore c a s t s of e l e c t r i c p r i c e s t o r i s e , not f a l l as 

Dr. Jones and the Recommended Decision both assert. OSBA Stmt. 

No. 1, pp. 30-31. 

I n summary, PP&L's p r o j e c t i o n s of depressed market p r i c e s f o r 

e l e c t r i c i t y over the next decade are based on extremely 

conservative assumptions about f u e l p r i c e s , the need f o r new 

generating capacity and the costs of r e p l a c i n g o l d e r generation 

f a c i l i t i e s . Moreover, the market p r i c e s t h a t PP&L p r o j e c t s (and 

the Recommended Decision accepts) are completely i n c o n s i s t e n t w i t h 

the market l i n e f o r energy and capacity p r i c e s i n the PJM region 

t h a t the Commission i t s e l f used i n i t s r e s t r u c t u r i n g decisions f o r 

PECO Energy Company.3 While c e r t a i n l y PECO and PP&L have d i f f e r e n t 

cost s t r u c t u r e s , they both operate and w i l l s e l l t h e i r power i n the 

PJM t e r r i t o r y . The market pr i c e s f o r t h a t power su r e l y w i l l not be 

3The market prices the Commission accepted in the PECO proceeding were those 
prepared by OCA witness D. Smith, the same witness who testified here on those issues. While 
noting that no one pricing proposal presented in the PECO proceeding was completely 
convincing in every detail, the Commission stated that"... Witness Smith's [market line] is the 
most credible ... and produces a result approximately midway between the other two most 
credible models." PECO Order (R-00973953) at p. 88. 
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lower f o r PP&L than they w i l l be f o r PECO, but t h a t i s the 

incongruous r e s u l t the Recommended Decision suggests w i l l occur. 

2. The Recommended Decision Improperly Approves PP&L's 
Proposal t o Revise I t s Rate Design f o r the GS-1 and GS-3 
Rate Classes by E l i m i n a t i n g the Present D e c l i n i n g Block 
S t r u c t u r e of those Rates [See OSBA Main B r i e f , 
pp. 37-39]. 

The Recommended Decision approves PP&L's proposal t o recover 

i t s transmission and d i s t r i b u t i o n costs through a f l a t energy 

charge and a f i x e d customer charge f o r Rate Schedules GS-1 and 

GS-3. R.D. pp. 158-159. Perhaps such a r e v i s i o n t o PP&L's 

e x i s t i n g r a t e s t r u c t u r e would r e s u l t i n a h i g h l y s i m p l i f i e d r a t e 

s t r u c t u r e as the Recommended Decision s t a t e s , but' t h a t 

s i m p l i f i c a t i o n (or o v e r - s i m p l i f i c a t i o n ) would come at a s i g n i f i c a n t 

p r i c e f o r the GS-1 and GS-3 customers. The proposed e l i m i n a t i o n of 

the b l o c k i n g s t r u c t u r e now incorporated i n t o those r a t e schedules 

r a i s e s the spectre of s i g n i f i c a n t cost s h i f t i n g w i t h i n those two 

classes of commercial customers. 

Changes i n cost r e s p o n s i b i l i t i e s w i t h i n a r a t e class should 

not be made i n the context of an e l e c t r i c u t i l i t y ' s r e s t r u c t u r i n g 

proceeding. The kinds of d e t a i l e d c o s t - o f - s e r v i c e analyses t h a t 

are used t o j ust i f y such i n t r a - c l a s s r a t e realignments are not 

av a i l a b l e i n t h i s proceeding. The Commission-approved blocked r a t e 

design under which PP&L presently recovers the wires service costs 

11 



a l l o c a t e d t o the GS-1 and GS-3 classes should be continued u n t i l 

such time as PP&L can j u s t i f y a revised r a t e design i n a f u t u r e T&D 

r a t e proceeding ( a f t e r the current s t a t u t o r y r a t e cap on such 

charges has e x p i r e d ) . 

Moreover, the Recommended Decision's approval of PP&L's 

proposal t o e l i m i n a t e the d e c l i n i n g block s t r u c t u r e r e s t s on an 

i n c o r r e c t understanding of the s i g n i f i c a n c e of these wire service 

charges t o the GS-1 and GS-3 classes. I n endorsing PP&L's proposal 

t o redesign Rate GS-1 and GS-3 i n t h i s fashion, the Recommended. 

Decision st a t e s t h a t there i s no evidence suggesting "... t h a t 

d e l i v e r y charges are such a s i g n i f i c a n t component of the cu r r e n t 

blocked r a t e s t r u c t u r e f o r the GS-1 and GS-3 rat e s t h a t the 

s h i f t i n g of t h i s s t r u c t u r e from d e l i v e r y service r a t e s t o the CTC 

w i l l have the de t r i m e n t a l a f f e c t which the OSBA al l e g e s . " R.D. 

p. 159. A c t u a l l y there i s p r e c i s e l y such evidence i n t h i s record. 

Schedules 10 and 11 of E x h i b i t RDK-2 (attached t o OSBA Stmt. No. 1) 

ca l c u l a t e the revenue e f f e c t s of PP&L's proposed rates f o r i t s GS-1 

and GS-3 customers. For GS-1, the d e l i v e r y (or wires) service 

charges represent more than 22% of t o t a l class revenues. The 

corresponding f i g u r e f o r the GS-1 class i s about 18%. The OSBA 

submits t h a t d e l i v e r y charges i n the range of 20% are indeed a 

s i g n i f i c a n t p a r t of a GS-1 or GS-3 customer's t o t a l e l e c t r i c 

s e r v i c e charges, p a r t i c u l a r l y when one recognizes t h a t those 

12 



percentages w i l l increase s i g n i f i c a n t l y a f t e r the CTC no longer 

a p p l i e s . 

The r a t e s charged to those GS-1 and GS-3 customers should not 

so q u i c k l y be redesigned i n a proceeding intended t o address other 

precedent-setting issues. I f PP&L wishes t o s i m p l i f y i t s e x i s t i n g 

r a t e design f o r these two classes, i t should do so i n a f u t u r e T&D 

rates' proceeding i n which the u t i l i t y produces whatever evidence i t 

has t o support such a redesign of i t s commercial r a t e s . No such 

evidence has been o f f e r e d by PP&L here. This proceeding i s q u i t e 

p r o p e r l y focused on a very d i f f e r e n t set of issues r e l a t e d t o the 

i n t r o d u c t i o n of competition i n t o the sale of e l e c t r i c generation 

services. This i s not the time nor i s t h i s the proceeding i n which 

t o consider such an a l t e r a t i o n i n PP&L's r a t e s t r u c t u r e as the 

Recommended Decision would allow. 

3. The Recoinmended Decision's Phase-in Recommendations F a i l 
to Address Serious P o t e n t i a l Competitive Disadvantages t o 
Small Business Customers [See OSBA Main B r i e f , pp. 42-
45] . 

S t a t i n g t h a t the phase-in schedule set f o r t h i n Section 

2804(11) of the E l e c t r i c Generation Customer Choice and Competition 

Act, 6 6 Pa. C. S. §2 8.04 (11) (the "Act") , i s mandatory, the 

Recommended Decision r e j e c t s a l l proposals f o r m o d i f i c a t i o n s t o the 

schedule proposed f o r t h a t purpose by PP&L. R.D. pp. 171-173. 

13 



N e i t h e r the PP&L proposal nor the Recommended Decision take i n t o 

account the very considerable d i s c r e t i o n the Act gives t o the 

Commission t o prevent the kinds of competitive disadvantages t h a t 

almost - c e r t a i n l y w i l l r e s u l t from such a mechanical i n t e r p r e t a t i o n 

of Section 2804. S u r p r i s i n g l y , the Recommended Decision makes no 

mention at a l l of the Commission's recent use of th a t d i s c r e t i o n i n 

form u l a t i n g the phase-in plan i t d i r e c t e d f o r the customers of PECO 

Energy Company. 

The Act recognizes the need t o examine other approaches f o r 

the phase-in t o generation competition so as * t o prevent 

competitive disadvantages among s i m i l a r l y s i t u a t e d customers w i t h i n 

a customer class." 66 Pa. C.S. §2806 (b) ( 4). That k i n d of 

competitive disadvantage could very e a s i l y occur i n the PP&L 

serv i c e t e r r i t o r y i f one business e n t e r p r i s e i s included i n the 

f i r s t o n e - t h i r d f o r phase-in purposes while a competing business 

f i n d s i t s access t o competitive generation service delayed t o a 

l a t e r date. 

At pages 4 7 through 4 9 of the PECO r e s t r u c t u r i n g order 4 the 

Commission d i r e c t e d an accelerated phase-in of customer choice. 

Under t h a t Order, up t o 33% of a l l customer classes w i l l be 

e l i g i b l e t o shop f o r c o m p e t i t i v e l y - p r i c e d generation on January 1, 

"Order entered December 23, 1997 at Dockets No. R-00973953 and P-00971265, 
pp. 47-49. 
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1999, and another 33% become e l i g i b l e t o do so the very next day. 

By January 2, 2000, a l l of PECO's customers w i l l be able t o shop 

f o r e l e c t r i c generation service. This more r a p i d phase-in of 

customer choice e f f e c t i v e l y makes the p o t e n t i a l f o r competitve 

disadvantages t o business customers a one year r a t h e r than a two 

year problem. 

A c c e l e r a t i n g the phase-in t o customer choice i n the manner 

d i r e c t e d by the Commission i n the PECO r e s t r u c t u r i n g case i s an 

e f f e c t i v e way t o address the s t a t u t o r y mandates of Section 2806(b) 

and minimize p o t e n t i a l competitive problems f o r small business 

customers. The schedule ordered f o r PECO should, f o r those same 

reasons, be d i r e c t e d f o r PP&L as w e l l . 
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CONCLUSION 

The O f f i c e of Small Business Advocate r e s p e c t f u l l y requests 

the Public U t i l i t y Commission t o grant these exceptions and r e j e c t 

those p o r t i o n s of the Recommended Decision t h a t guarantee excessive 

stranded cost recovery f o r PP&L, improperly r e s t r u c t u r e PP&L ra t e s 

f o r i t s GS-1 and GS-3 r a t e classes and increase the l i k e l i h o o d of 

competitive disadvantages f o r PP&L's business customers whose 

access t o competitive generation services i s delayed beyond 

January 1, 1999. 

Resp e c t f u l l y submitted, 

Bernard A. Ryan, J i . 
Small Business Advocate 

Dated: A p r i l 27, 1998 
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D a v i d W. F r a n c i s , E s q u i r e 
P o w e l l , Trachtman, Logan, C a r r i e , 

Bowman & Lombardo 
114 North Second S t r e e t 
H a r r i s b u r g , PA 17101 
(Quaker Oats Company) 
(Mount Joy Wire Corporation) 
(717) 238-9300 
(717) 238-9325 (fax) 
(hand d e l i v e r e d 4/27) 

Robert A. M i l l s , E s q u i r e 
McNees, Wallace & N u r i c k 
100 Pine S t r e e t 
P.O. BOX 1166 
H a r r i s b u r g , PA 17108-1166 
(717) 232-8000 
(717) 237-5300 ( f a x ) 
(hand d e l i v e r e d 4/27) 

Gene S t i l p , C o o r d i n a t o r 
1550 FCVR 

H a r r i s b u r g , PA 17112-9240 
(PP&L Ratepayers A s s o c i a t i o n ) 
( f i r s t c l a s s m a i l ) 



Mr. David L. C r u t h i r d s 
E l e c t r i c Clearinghouse, Inc. 
1000 Louisiana, Suite 5800 
Houston, TX 77002-5050 
( E l e c t r i c Clearinghouse, Inc.) 
(713) 507-3761 
( f i r s t c l a s s mail) 

K e i t h M. Sappenfield, I I 
D i r e c t o r of Marketing Support 
NorAm Energy Management, Inc. 
P.O. Box 2628 
Houston, TX 77252-2628 
(NorAm Energy Management, Inc.) 
(713) 654-5864 
( f i r s t c l a s s mail) 

Stephanie A. Sugrue, Esquire 
Duane, Morris & Heckscher 
1667 K Street, N.W., Suite 700 
Washington, DC 20006-1608 
(QST Energy, Inc.) 
(202) 776-7800 
(202) 776-7801 (fax) 
(overnight mail 4/24) 

John J. Gallagher, Esquire 
Leboeuf, Lamb, Greene & MacRae 
200 North T h i r d S t r e e t , Suite 300 
P.O. Box 12105 
Harrisburg, PA 17108-2105 
(Duquesne L i g h t Company) 
(717) 232-8199 
(717) 232-8720 (fax) 
(hand delivered 4/27) 

Norma J. Rosner, Esquire 
Vastar Power Marketing, Inc. 
200 Westlake Park Boulevarde 
Houston, TX 77079 
(Vastar Power Marketing, Inc.) 
(713) 584-3980 
( f i r s t c l a s s mail) 

Mr. Richard LaCapra 
LaCapra Associates 
The Province Building 
333 Washington Street 
Boston, MA 02108 
(Witness for OCA) 
(617) 367-6500 
(617) 951-0528 
( f i r s t c l a s s mail) 

Bernard A. Ryan, J r . 
Small Business Advocatde 

Date: A p r i l 27, 1998 


