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Pennsylvania Power & Light Company 
Response to Interrogatories 

ofthe Office of Consumer Advocate, Set III 
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Docket No. R-00973954 

R. E. Hill 
D. A. Krall 

Q.24 Provide any plans or proposals for further mitigation of NUG contract 
costs, including buyouts, buydowns, and renegotiations. 

A.24 PP&L has entered into a buy-out agreement with one NUG which is 
awaiting Commission approval. It is PP&L's policy to pursue opportunities 
to enter into buy-outs, buy-downs, and renegotiations as they arise 
consistent with the contracts which exist between the Company and the 
NUG owners. 
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COMMONWEALTH OF PENNSYLVANIA 
PUBLIC UTILITY COMMISSION 

P e t i t i o n of Me t r o p o l i t a n Edison Company 
P e t i t i o n of Pennsylvania E l e c t r i c Company 
P e t i t i o n of PECO Energy Company 
P e t i t i o n of UGI U t i l i t i e s , Incorporated 
P e t i t i o n of West Penn Power Company 

(Allegheny Power) 
P e t i t i o n of Pennsylvania Power Company 
P e t i t i o n of Duquesne L i g h t Company 
P e t i t i o n of Pennsylvania Power & Li g h t 

Company 
For approval of Re t a i l . Access P i l o t 
Program pursuant t o 66 PA C.S. Section 
2806(G). 

Docket Nos. 
P-00971168 
P-00971169 
P-00971170 
P-00971171 
P-00971172 

P-00970173 
P-00971175 
P-00971183 
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Further Hearing 

SEP 03 1997 

Pages 263 through 448 Hearing Room 2 
North O f f i c e B u i l d i n g 
Harrisburg, Pennsylvania 

Tuesday, July 29, 1997 

Met, pursuant t o adjournment, at 10:12 a.m. 

BEFORE: 1 ; )C \ \ jVl P Ni 

ROBERT' A. CHRISTIANSON, C 
I 

Chief A d m i n i s t r a t i v e Law Jud 
APPEARANCES: 

KANDACE F. MELILLO, Esquire 
P. 0. Box 3265 
Harrisburg, Pennsylvania 17105-3265 

(For O f f i c e of T r i a l S t a f f ) 
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1 the New Hampshire p i l o t s t h a t are going on. 

2 Q. My only question i s : do you have an o p i n i o n as 

3 t o why the circumstance i n the Massachusetts e l e c t r i c p i l o t 

4 program and the New Hampshire p i l o t program, as reported on 

5 JAL-7, tend t o suggest t h a t the average r e t a i l p r i c e charged 

6 t o p a r t i c i p a n t s was below the average wholesale p r i c e w i t h i n 

7 the associated power pool? 

8 A. My best guess as t o what's happening there i s 

9 t h a t because these are f a i r l y small p i l o t s , the companies 

10 o f f e r i n g power i n those p i l o t s are w i l l i n g t o do i t below 

11 cost as a way of g e t t i n g a f o o t h o l d i n t o the market, but I 

12 have not done a d e t a i l e d study of t h a t t o know whether 

13 t h a t ' s the case. 

14 MR. CAPLAN: I have no f u r t h e r questions. 

15 JUDGE CHRISTIANSON: Thank you. 

16 . PP&L has some? 

17 MR. KAPLAN: Yes. 

18 CROSS-EXAMINATION 

19.- BY MR. KAPLAN: 

2 0 Q. Are you aware of the percentage of load t h a t i s 

21 going t o be subject t o competition i n the p i l o t ? 

22 A. My understanding i s t h a t there's a 5 percent 

23 target and that at least the primary orders of the 

24 Commission c a l l e d f o r keeping the p a r t i c i p a t i o n open u n t i l 

25 t h a t 5 percent i s reached. 
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1 Q. And assuming the p i l o t proceeds on schedule, 

2 immediately f o l l o w i n g the p i l o t , o n e - t h i r d , at l e a s t one-

3 t h i r d of the load of the Commonwealth w i l l be a v a i l a b l e f o r 

4 compe t i t i o n ; i s t h a t correct? 

5 A. Yes. 

6 Q. And then the f o l l o w i n g , of course, t w o - t h i r d s i n 

7 the next two years? 

8 A. Yes. 

9 Q. I s n ' t i t t r u e t h a t an a l t e r n a t e s u p p l i e r t h a t i s 

10 i n t e r e s t e d i n p a r t i c i p a t i n g i n competition t o serve r e t a i l 

11 customers i n Pennsylvania would have an i n t e r e s t i n g e t t i n g 

12 i t s name known, and i t s service, q u a l i t y and products known 

13 d u r i n g the p i l o t ? 

14 A. I would t h i n k t h a t they would, yes. 

15 Q. And you would also t h i n k i t would be reasonable 

16 f o r them t o inv e s t h e a v i l y i n doing t h a t i n the p i l o t , 

17 w a i t i n g f o r the l a r g e r payoff of f u l l competition; i s t h a t 

18 correct? 

19 A. I don't know how h e a v i l y they might want t o 

2 0 i n v e s t , but I would t h i n k they would be i n t e r e s t e d i n having 

21 a prominent p o s i t i o n d u r i n g the p i l o t s so t h a t they would be 

22 b e t t e r s i t u a t e d f o r the f u l l competition. 

23 Q. In fact, would you agree that i t would be 

24 reasonable f o r an a l t e r n a t e s u p p l i e r t o make i t s 

25 determination on i t s recovery of i t s investment i n r e t a i l 



1 c o m p e t i t i o n i n Pennsylvania over some p e r i o d t h a t extends 

2 f a r beyond the p i l o t , through f u l l competition and perhaps 

3 even beyond that? 

4 A. I t h i n k t h a t would be a good business d e c i s i o n 

5 on t h e i r p a r t . 

6 Q. So t h a t they would not be n e c e s s a r i l y concerned 

7 w i t h losses f o r the f i r s t 5 percent of load a v a i l a b l e f o r 

8 competition, but only losses over the e n t i r e reasonable term 

9 p e r i o d once f u l l competition i s opened up? 

10 A. I t h i n k they have t o be somewhat concerned about 

11 losses d u r i n g the p i l o t program p e r i o d . How much they would 

12 be concerned, what l e v e l of losses they might be w i l l i n g t o 

13 accept d u r i n g t h a t p e r i o d f o r what f u t u r e gains, they would 

14 have t o make t h a t judgment themselves. 

15 Q. But they c e r t a i n l y would not be unreasonable t o 

16 i n v e s t money going a f t e r the f i r s t 5 percent of load i n 

17 order t o get t h e i r name known, t h e i r products known, 

18 customers f a m i l i a r w i t h t h e i r products, even i f they could 

19 not hope t o recover t h e i r f u l l costs from those i n i t i a l 5 

20 percent of customers? 

21 A. I f they f e l t t h a t there was a large enough 

22 p o t e n t i a l payoff i n the f u t u r e , they might be w i l l i n g t o 

23 take those short-term losses. 

24 Q. I s n ' t i t t r u e t h a t w i t h respect t o most 

2 5 companies e n t e r i n g i n t o markets, they do expect, i n the 
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1 beginning, t o make investments, cut p r i c e s , i n v e s t i n 

2 a d v e r t i s i n g and g e t t i n g the products known before they get 

3 any payoff or payback of those i n i t i a l investments? 

4 A. I would agree w i t h t h a t . 

5 MR. KAPLAN: No f u r t h e r questions, Your Honor. 

6 JUDGE CHRISTIANSON: Thank you. 

7 Any other cross f o r the witness? 

8 (No response.) 

9 JUDGE CHRISTIANSON: I hear no volu n t e e r s . 

10 MR. POPOWSKY: Your Honor, I don't have any cross, 

11 but I have a p o i n t of c l a r i f i c a t i o n . Could I do that? 

12 JUDGE CHRISTIANSON: Yes. 

13 MR. POPOWSKY: I n the witness 1 testimony, i n the 

14 r e p o r t on page 8, the very top of page 8, there's a 

15 statement t h a t "The PEA proposal contains the statement t h a t 

16 "customer groups which the u t i l i t i e s demonstrate t o be 

17 i m p r a c t i c a l t o serve should not p a r t i c i p a t e . 1 " The witness 

18 goes on t o s t a t e t h a t "PEA counsel has s t a t e d t h a t low-

19 income customers are not included i n t h i s language." I've 

20 been r e l y i n g on t h a t statement as w e l l , and I simply wanted 

21 t o ask t h a t at some p o i n t today, i f anybody at PEA disagrees 

22 w i t h t h a t statement, t o please l e t us know on the record 

23 today, since I've been r e l y i n g on t h a t r e p r e s e n t a t i o n as 

24 w e l l , t h a t t h i s p r o v i s i o n i s not intended t o exclude or w i l l 

2 5 not exclude low-income customers. 


