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P R O C E E D I N G S 

ADMINISTRATIVE LAW JUDGE ROBERT A. CHRISTIANSON: I 

am A d m i n i s t r a t i v e Law Judge Rpbert Christiansen. We are 

here f o r another day of hearing concerning t h i s PP&L r a t e 

f i l i n g . 

Today w i l l be e s s e n t i a l l y the r a t e design/rate 

s t r u c t u r e day, and w e ' l l j u s t see how long we run and how 

much examination we might have. 

We've done a l i t t l e b i t of housekeeping t h a t doesn't 

need t o be put on the record, some questions about the 

p u b l i c input and questions about a p a r t i c u l a r p a r t y being 

here tomorrow and witnesses, but I ' l l t r y t o get more 

c l a r i f i c a t i o n about tomorrow during the break when I make a 

phone c a l l , or perhaps two phone c a l l s . 

There's nothing I have immediately f o r the group 

assembled. Anything from the company other than the 

witness? 

MR. MacGREGOR: No, Your Honor. 

JUDGE CHRISTIANSON: I gather there's nothing 

immediately from other people. We can speak up as we go 

along i f we need t o handle any business, any housekeeping or 

other business. 

We'll go ahead w i t h the witness a t the moment, and i f 

the witness w i l l stand, I w i l l swear him i n , unless — have 

you been sworn? 
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MR. KLEHA: I was sworn. 

JUDGE CHRISTIANSON: You've been p r e v i o u s l y sworn, 

not by me, but you've been sworn. 

Whereupon, 

JOSEPH M. KLEHA 

having p r e v i o u s l y been duly sworn, t e s t i f i e d f u r t h e r as 

f o l l o w s : 

JUDGE CHRISTIANSON: Proceed, counsel. 

MR. MacGREGOR: Yes, Your Honor. Mr. Kleha d i d 

appear l a s t week, and at t h a t time h i s Statement No. 7 and 

hi s E x h i b i t s JMK-1, 2 and 3 were admitted t o the record. 

Mr. Kleha was cross-examined at t h a t time on a l l issues i n 

hi s testimony other than as r e l a t e d t o the class cost of 

service study, and he i s appearing today f o r cross-

examination on those studies. 

JUDGE CHRISTIANSON: Yes, thank you. I remind the 

witness t h a t he continues t o be under oath. I d i d glance 

through the t r a n s c r i p t and I r e c a l l the examination. 

Then you don't have t o introduce any testimony? 

MR. MacGREGOR: That's c o r r e c t . Your Honor. We're 

ready t o proceed w i t h cross. 

JUDGE CHRISTIANSON: I t ' s only the one testimony. 

Well, then we can check again. I f S t a f f wants t o lead o f f , 

f e e l f r e e . 

MR. MICKENS: Yes, I w i l l . Your Honor. 
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CROSS-EXAMINATION 

BY MR. MICKENS: 

Q. Good morning, Mr. Kleha. 

A. Good morning, Mr. Mickens. 

Q. I j u s t have a couple of questions f o r you t h i s 

morning, a t your Statement No. 7, roughly pages 6 through 8. 

A. Yes, s i r . 

Q. Here you supply four reasons i n support of the 

12 coi n c i d e n t peak demand a l l o c a t i o n methodology; i s t h a t 

correct? 

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

Q. And you st a t e f u r t h e r a t page 6, l i n e s 8 through 

12 t h a t t h i s methodology was used i n every s t a t e and f e d e r a l 

proceeding i n which PP&L has submitted cost a l l o c a t i o n 

s t u d i e s , correct? 

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

Q. Can you t e l l me ex a c t l y when the 12 CP 

methodology was f i r s t employed by PP&L? 

A. I've only been at PP&L since 1981, but I do know 

t h a t going back i n t o the seventies, the p r i o r witnesses f o r 

PP&L had employed a 12 CP methodology, so a t l e a s t from the 

1970s onward, t h a t I'm aware o f . 

Q. And i t was employed i n the 1984 proceeding? 

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

Q. Now, do you happen t o know when i t was most 
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r e c e n t l y employed i n a f e d e r a l proceeding? 

A. I believe i t was 1991, a f e d e r a l proceeding. 

I'm not sure of the docket number. I t may be i n the f r o n t 

p a r t of my testimony here. 

Q. Okay, t h a t ' s okay. 

A. 91322 was the f e d e r a l docket number. 

Q. Thank you. Now, Mr. Kleha, from a f i r m customer 

standpoint, what advantages does the 12 CP present over 

other methodologies such as the peak and average and the 

design peak day methodologies? 

A. I t h i n k a t l e a s t i n my opi n i o n , the 12 CP 

methodology provides f o r a consistency over the 12 months of 

any given t e s t year period t h a t ' s u t i l i z e d . 

I t b a s i c a l l y recognizes the f a c t t h a t there i s usage, 

demand and energy usage, over the e n t i r e p e r i o d of the year 

and gives weight t o the f a c t t h a t customers w i l l use power 

and demand power at various times and i n d i f f e r e n t l e v e l s 

over the e n t i r e period. 

MR. MICKENS: Thank you. 

That's a l l I have. Your Honor. 

JUDGE CHRISTIANSON: Then we can go t o Consumer 

Advocate. I'd l i k e t o mention, we do have r e p r e s e n t a t i o n 

f o r Bethlehem Steel here as w e l l . 

MS. BRANDEIS: Thank you, Your Honor. 

JUDGE CHRISTIANSON: Good morning. 
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I should mention, i n case somebody wonders, we had 

expected t o have Mr. LaGuardia t h i s morning. He had the 

f l u , I guess, and we expect now t o have him on Thursday, as 

we arranged yesterday, up i n Executive Chambers. But t h a t 

j u s t c l e a r s a l i t t l e more time f o r r a t e design today. 

Ms. McCloskey? 

MS. McCLOSKEY: Thank you. Your Honor. 

CROSS-EXAMINATION 

BY MS. McCLOSKEY: 

Q. Good morning, Mr. Kleha. 

A. Good morning, Ms. McCloskey. 

Q. I'd l i k e you t o t u r n t o page 8 of your testimony 

where you begin a discussion of your method of a l l o c a t i n g 

cost t o the i n t e r r u p t i b l e service customers. 

I s i t a f a i r summary of your testimony t o say t h a t 

you use a two-step approach i n t h a t a l l o c a t i o n ? 

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

Q. And i n the f i r s t step, the i n t e r r u p t i b l e 

customers are a l l o c a t e d production costs on the same basis 

as f i r m customers; i s t h a t correct? 

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

Q. And then i n the second step, am I c o r r e c t t h a t 

you reduce the i n t e r r u p t i b l e class's cost r e s p o n s i b i l i t y by 

a l l o c a t i n g a r a t e base c r e d i t based on the cost of a 

combustion t u r b i n e peaking u n i t ? 
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A. That's c o r r e c t . 

Q. And i n t h i s case, t h a t r e s u l t s i n an $86 m i l l i o n 

r a t e base c r e d i t t o the i n t e r r u p t i b l e c l a s s , c o r r e c t ? 

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

Q. Now, i s the $86 m i l l i o n c r e d i t then a l l o c a t e d t o 

the company's f i r m customers? 

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

Q. And i s i t a l l o c a t e d t o the f i r m demand 

nomination of the i n t e r r u p t i b l e customers? 

A. No, i t i s not. 

Q. And why i s i t then only a l l o c a t e d t o the f i r m 

customers? 

A. I t i s a l l o c a t e d t o the f i r m customers because i t 

was our view t h a t the f i r m customers were the b e n e f i c i a r i e s 

of the f a c t t h a t PP&L was ob t a i n i n g non-firm load from the 

i n t e r r u p t i b l e customers, and t h a t i f we were going t o 

recognize the f a c t t h a t there was a value of non-firm load, 

i t was on a system-wide basis and t h e r e f o r e 

n o n - p a r t i c i p a t i n g customers should be the ones who would 

b e n e f i t from the f a c t t h a t i t was on the system, and they 

should pay f o r i t . 

Q. I s the $86 m i l l i o n r a t e base c r e d i t a c u r r e n t or 

f u t u r e b e n e f i t t o the company? 

A. I t ' s a current b e n e f i t . 

Q. And i s there any p o s s i b i l i t y i t w i l l be a f u t u r e 

C O M M O N W E A L T H REPORTING COMPANY (717) 7 6 1 - 7 1 5 0 



556 

IS 

19 

20 

21 

22 

2.'! 

24 

b e n e f i t t o the company? 

A. I believe so. 

Q. Now, at page 9 of your testimony, l i n e 15, you 

note t h a t you u t i l i z e d the value of $300 per k i l o w a t t f o r 

the value of the peaking capacity, and I be l i e v e t h a t 

determination was explained by Mr. Sip i c s i n h i s cross-

examination . 

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

Q. And are you also aware of Mr. S i p i c s ' testimony 

regarding the market f o r the purchase of i n s t a l l e d c a p a c i t y 

c r e d i t s ? 

A. Vaguely. 

Q. And are you aware of h i s testimony, I t h i n k i t ' s 

on page 15 of Mr. S i p i c s , which i s Statement 9? 

JUDGE CHRISTIANSON: Does the witness need i t ? He 

can get i t . I j u s t d i d n ' t know i f he would need i t . 

MR. MacGREGOR: We'll show i t t o him. 

THE WITNESS: And what was the reference? 

BY MS. McCLOSKEY: 

Q. I t h i n k i t ' s page 15 of h i s testimony, h i s 

discussion a t l i n e s 2 through 10 where he t a l k s about 

i n s t a l l e d capacity c r e d i t s being sold f o r as low as 15 t o 20 

percent of the PJM capacity d e f i c i e n c y r a t e . 

A. I see t h a t . 

Q. You are aware of the short-term market f o r the 
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purchase of these capacity c r e d i t s ? 

A. Yes. 

Q. And you are aware t h a t t h i s short-term market 

produces a p r i c e w e l l below the cost of a combustion t u r b i n e 

which you have u t i l i z e d ? 

A. I t does. 

Q. Would the market p r i c e of t h i s short-term 

capacity measure the value of i n t e r r u p t i b i l i t y t o the 

company and i t s other customers? 

A. Not necessarily. 

Q. Could you expla i n why not? 

A. I believe t h a t what we were t r y i n g t o do i n the 

cost a l l o c a t i o n study was t o recognize the f a c t t h a t the 

non-firm customers or customers who c o n t r i b u t e d non-firm 

load were p r o v i d i n g a b e n e f i t , and t h a t b e n e f i t was t o the 

extent t h a t the company would not need t o purchase or t o 

b u i l d a peaking u n i t , peaking capacity. 

And so i f the customers were p r o v i d i n g t h a t b e n e f i t , 

then p r i c i n g out the value of t h a t b e n e f i t f o r cost 

a l l o c a t i o n purposes should be at the value of t h a t peaking 

capacity t h a t was foregone e i t h e r from a b u i l d i n g standpoint 

or a purchasing standpoint. 

Q. At the present time, though, I b e l i e v e you 

agreed w i t h me l a s t week and Mr. Sip i c s d i d as w e l l , the 

company has no plans t o i n s t a l l or b u i l d a combustion 
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t u r b i n e ; i s t h a t correct? 

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

Q. And the i n t e r r u p t i b l e c o n t r a c t s are t y p i c a l l y 

f o r one year duration? 

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

Q. And i t would take longer than one year t o plan 

and t o b u i l d a combustion t u r b i n e ; would i t not? 

A. That's outside my area. 

Q. Now, i f you could reference page 10 of your 

testimony where you're d e s c r i b i n g your d i s t r i b u t i o n p l a n t 

investment study? 

A. Yes. 

Q. And then continu i n g on t o page 11, you note t h a t 

PP&L has used a minimum size system method t o i d e n t i f y the 

app l i c a b l e customer and demand r e l a t e d components; i s t h a t 

correct? 

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

Q. Now, i n determining the cost and type of minimum 

f a c i l i t i e s , am I c o r r e c t t h a t you used the minimum size of 

f a c i l i t i e s t h a t would be i n s t a l l e d today on the PP&L system? 

A. That are c u r r e n t l y being used, yes. 

Q. And are the u n i t costs of the minimum size 

f a c i l i t i e s i n today's costs or were they i n h i s t o r i c costs? 

A. I believe they are an average. They're h i s t o r i c 

and c u r r e n t . 
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Q. But i t would be an average of costs t h a t would 

include h i s t o r i c costs and then present day? 

A. That's c o r r e c t , because the p l a n t account would 

hold d o l l a r s t h a t would have been placed i n service i n 1994 

as w e l l as those i n '95 and '93. 

Q. And what was the minimum size l i n e transformer 

f o r the PP&L system today? 

A. Bear w i t h me one moment, please. 

(Pause.) 

A. I believe t h a t ' s 10 KV. 

Q. Would you agree t h a t t h a t s i z e transformer could 

handle a siza b l e p o r t i o n of r e s i d e n t i a l and other secondary 

customers' demands? 

A. Yes. 

Q. What was the minimum conductor size u t i l i z e d i n 

your study? 

A. One-aught t r i p l e - X . 

Q. And how much of a t y p i c a l load could t h a t s i z e 

conductor handle? 

A. I'm not c e r t a i n of t h a t . 

Q. Could you obt a i n t h a t information? 

A. C e r t a i n l y . 

MS. McCLOSKEY: Could I make an on-the-record data 

reguest f o r the t y p i c a l load t h a t could be handled by the 

conductor size u t i l i z e d i n the minimum size study? 
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JUDGE CHRISTIANSON: That seems reasonable. 

MR. MacGREGOR: We'll supply i t . 

JUDGE CHRISTIANSON: Fine. 

BY MS. McCLOSKEY: 

Q. Now, I j u s t have a few a d d i t i o n a l questions f o r 

you on your FERC j u r i s d i c t i o n a l a l l o c a t i o n methodology, and 

I believe we d i d touch on t h i s b r i e f l y l a s t week i n the 

context of the off-system sales. 

And l e t me use as an example, f o r the JCP&L sa l e , I 

beli e v e you t o l d us t h a t you u t i l i z e d a s l i c e of system cost 

t o a l l o c a t e out the cost f o r t h a t sale; i s t h a t — 

A. No, t h a t ' s not c o r r e c t . We do not use a s l i c e 

of system a l l o c a t o r . The co n t r a c t w i t h Jersey C e n t r a l Power 

& L i g h t i s such t h a t they purchase a s l i c e of our system. 

Therefore, there i s a co n t r a c t percentage of the 

system t h a t they would be paying f o r , and t h a t c o n t r a c t 

percentage i s used t o a l l o c a t e production, transmission, 

other p l a n t and operating expenses t o Jersey C e n t r a l Power & 

Li g h t Company such t h a t j u r i s d i c t i o n a l or Pennsylvania 

j u r i s d i c t i o n a l customers are, t h e i r revenue requirement 

excludes the cost associated w i t h t h a t c o n t r a c t . 

Q. When you referenced the c o n t r a c t percentage, 

could you j u s t give us a more concrete example? 

A. Jersey Central Power & L i g h t Company purchases 

945 megawatts of PP&L's system. I believe the c o n t r a c t 
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percentage i s derived by t a k i n g the 945 megawatts d i v i d e d by 

the t o t a l i n s t a l l e d capacity of PP&L, which works out t o be 

about 11-3 percent. 

Q. Okay, and then t h a t 11.3 percent i s u t i l i z e d — 

A. As the a l l o c a t o r . 

Q. — as the a l l o c a t o r f o r the production costs? 

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

Q. And f o r your municipal customers, i s the same 

methodology u t i l i z e d f o r those customers i n making the cost 

a l l o c a t i o n f o r j u r i s d i c t i o n a l purposes? 

A. No. I t ' s not the same methodology. The FERC 

j u r i s d i c t i o n a l customers are a l l o c a t e d costs as i f they were 

a f u l l requirements customer, t h a t i s t h e i r demands and 

t h e i r energies are u t i l i z e d i n order t o determine the 

a l l o c a t i o n t o them such t h a t , u n l i k e the bulk power 

con t r a c t s — Jersey Central Power & L i g h t Company, Baltimore 

Gas & E l e c t r i c Company, A t l a n t i c C i t y E l e c t r i c Company — 

which have a f i x e d percentage based upon the number of 

megawatts of the system t h a t they take, the FERC 

j u r i s d i c t i o n a l m u n i c i p a l i t i e s are considered requirements 

customers. 

Therefore, you a l l o c a t e costs t o them i n the same 

fashion t h a t you would any other requirements customer based 

upon t h e i r load requirements and t h e i r energy usage. 

MS. McCLOSKEY: Thank you, Mr. Kleha. 
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THE WITNESS: You're welcome. 

MS. McCLOSKEY: I t h i n k t h a t concludes my cross. 

JUDGE CHRISTIANSON: Then we might as w e l l j u s t 

continue around the t a b l e w i t h Bethlehem S t e e l . 

MS. BRANDEIS: Thank you. Your Honor. 

CROSS-EXAMINATION 

BY MS. BRANDEIS: 

Q. Just t o go back one moment, Mr. Kleha, t o 

something t h a t Ms. McCloskey asked you, w i t h respect t o the 

term of i n t e r r u p t i b l e contracts w i t h your customers, they 

are t y p i c a l l y one year, but not nec e s s a r i l y ; i s t h a t 

correct? 

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

Q. You could or the customer could agree t o a 

longer term i f t h a t were deemed t o be — 

A. I believe t h a t ' s c o r r e c t , ma'am. 

Q. A l l r i g h t . Now, j u s t w i t h respect t o the 

monthly peak r e s p o n s i b i l i t y demand a l l o c a t i o n method 

described on page 5, I'm c o r r e c t t h a t the a l l o c a t o r f o r each 

customer class i s based on the customer class average 

coi n c i d e n t demand at the time of the system peak, r i g h t ? 

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

Q. And w i t h respect t o each of the 12 c o i n c i d e n t 

peaks used t o as c e r t a i n the average c o i n c i d e n t demand, those 

peaks are measured during the a c t u a l peak demand of the PP&L 
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system during each month? 

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

Q. Now, i n various of PP&L's t a r i f f s , f o r b i l l i n g 

purposes, there are pre-established on-peak and off-peak 

periods; i s t h a t correct? 

A. I believe t h a t ' s c o r r e c t , but t h a t ' s probably 

more i n the area f o r Mr. Kasper. I f you want t o know what 

the hours are, t h a t ' s not my area. 

Q. Would you know whether the pre-e s t a b l i s h e d 

on-peak and off-peak periods have been changed i n these 

t a r i f f s during the l a s t ten years? 

A. I r e a l l y don't know the answer t o t h a t . 

JUDGE CHRISTIANSON: I guess they could f i n d out. 

MS. BRANDEIS: Well, I guess the question i s , i s Mr. 

Kasper the c o r r e c t person t o discuss the on-peak/off-peak 

terms of the t a r i f f and the load p r o f i l e s , l e t ' s say, of 

people using on-peak and off-peak? 

MR. MacGREGOR: He i s c e r t a i n l y as t o the former. I f 

you're going t o get he a v i l y i n t o the load data, t h a t ' s 

r e a l l y Mr. S l i v k a , but c e r t a i n l y our p r i n c i p a l witness on 

t a r i f f s and issues r e l a t i n g t o the t a r i f f i s f o r Mr. Kasper 

and not f o r Mr. Kleha. 

MS. BRANDEIS: I'm not going t o make any requests, 

but I would reserve the r i g h t , i f I can't get the 

in f o r m a t i o n from Mr. Kasper, then t o make a data request i f 
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t h a t ' s o k a y . 

JUDGE CHRISTIANSON: Yes. We can f o l l o w up w i t h i t 

i f we need t o . 

MS. BRANDEIS: Okay. 

BY MS. BRANDEIS: 

Q. And again, you would not be the c o r r e c t witness 

t o ask which percentage of PP&L's i n d u s t r i a l load has an 

on-peak b i l l i n g demand period before 4:00? 

A. No, ma'am, sorr y . 

Q. Let me j u s t quick run through, see what I have 

l e f t t o ask you. 

MR. MacGREGOR: Mr. Kleha i s t e s t i f y i n g on the clas s 

cost of service study, and t h a t ' s i t . 

BY MS. BRANDEIS: 

Q. Now, looki n g a t page 96 then of your E x h i b i t 

JMK-2 — 

A. 

Q. 

That was page — 

Nin e t y - s i x , cost a l l o c a t i o n d e t a i l s , f u t u r e t e s t 

year 

A. Yes, I have t h a t . 

Q. This page contains the a l l o c a t o r s f o r the 

company's 12 coincident peak demand a l l o c a t i o n f o r the 

f u t u r e t e s t year? 

A. As w e l l as page 95. 

Q. And am I c o r r e c t t h a t the 676,820 k i l o w a t t s i s 
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the basis f o r the LP-5 class demand a l l o c a t o r ? 

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

Q. And t h a t number was derived from the average 

peak demand of the LP-5 class during the h i s t o r i c t e s t year; 

would t h a t be a f a i r way of saying i t ? 

A. Mr. Sl i v k a developed the demand a l l o c a t o r s — or 

excuse me, the demands. He assembled the demands. I 

believe he looks at the h i s t o r i c a l i n f o r m a t i o n and then 

p r o j e c t s the f u t u r e . 

Q. So i t would be the same f o r the 66,294 f o r the 

i n t e r r u p t i b l e service by agreement, presumably? 

A. I believe so. 

Q. Now, i f you know, were any customers w i t h i n 

i n t e r r u p t i b l e load i n t e r r u p t e d during any of the 12 monthly 

system peak periods on which the a l l o c a t o r s are based? 

A. That would be f o r the 12 months ended September, 

1995. We've gone through approximately f i v e months or s i x 

months of t h a t t e s t year so f a r , and I b e l i e v e we had a new 

wi n t e r peak i n February. 

And t o the best of my knowledge, there were no 

customers i n t e r r u p t e d during t h a t peak. 

Q. Would you agree w i t h me t h a t i f the company had 

i n t e r r u p t e d customers at the time of a monthly system peak, 

i t ' s l i k e l y t h a t the a l l o c a t o r s on the LP-5 would have been 

lower, t o s t a t e the obvious? 
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A. That's c o r r e c t . 

Q. Now, on page 9 of your testimony, you discuss 

e s t a b l i s h i n g the equivalent peaking capacity value f o r the 

i n t e r r u p t i b l e p o r t i o n of the co i n c i d e n t peak demand 

c o n t r i b u t i o n of the i n t e r r u p t i b l e customers. 

A. Yes, ma'am. 

Q. I t h i n k Ms. McCloskey went through t h i s w i t h 

you. My question i s , you used the number 287 megawatts. 

How does t h i s number r e l a t e t o the 345 megawatts number t h a t 

was used i n Mr. S i p i c s ' testimony as the amount of 

i n t e r r u p t i b l e load a v a i l a b l e t o PP&L? 

A. I t h i n k Mr. Si p i c s went through a d e t a i l e d 

discussion of the 345 megawatts. I can speak t o the 287 and 

b a s i c a l l y i n d i c a t e t h a t t h a t was the derived non-firm 

demand, coincident demand i n the f u t u r e t e s t year. 

So each month of the f u t u r e t e s t year was reviewed t o 

determine what the t o t a l c o i n c i d e n t peak demand of a l l 

i n t e r r u p t i b l e customers would be. 

That number minus t h e i r f i r m c o n t r a c t demand produced 

t h e i r non-firm demand, and the 287 megawatts i s t h a t 

c a l c u l a t i o n . 

MS. BRANDEIS: Your Honor, could I have one minute? 

JUDGE CHRISTIANSON: Yes. We can c e r t a i n l y pause. 

(Pause.) 

MS. BRANDEIS: That's a l l I have. Thank you, Mr. 
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Kleha. 

JUDGE CHRISTIANSON: We might as w e l l continue j u s t 

around the t a b l e w i t h Mr. Delaney. 

MR. DELANEY: Thank you, Your Honor. 

Your Honor, I have some e x h i b i t s t h a t I w i l l 

d i s t r i b u t e here. I w i l l do i t as a set. 

Mr. Haynes, my a s s i s t a n t , w i l l d i s t r i b u t e some. I 

have some, also. 

JUDGE CHRISTIANSON: Let's be shown as o f f the record 

b r i e f l y . 

(Discussion o f f the record.) 

JUDGE CHRISTIANSON: Back on the record. 

We've got these passed out. There's a couple of sets 

missing, I guess, but maybe there's more lawyers here than 

Mr. Delaney expected. 

MR. DELANEY: Yes. Whoever d i d n ' t get them. Your 

Honor, I ' l l supply them w i t h i t . 

JUDGE CHRISTIANSON: As necessary, we can share or 

use the two f o r the court r e p o r t e r t e m p o r a r i l y . 

Go ahead. Do you want t o i d e n t i f y your e x h i b i t s a t 

t h i s point? 

MR. DELANEY: Your Honor, I ' l l do them as I go along, 

i f t h a t ' s okay. 

JUDGE CHRISTIANSON: Okay, f i n e . 
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CROSS-EXAMINATION 

BY MR. DELANEY: 

Q. Good morning, Mr. Kleha. My name i s Dan 

Delaney. I represent the University/College C o a l i t i o n , 

which i s a group of colleges and u n i v e r s i t i e s t h a t receive 

service from PP&L under GS and LP-4 r a t e schedules. 

A. Good morning. 

Q. Good morning. I ' d l i k e t o ask you some 

questions about your testimony concerning the 12 CP cost of 

service study. 

Now, as I understand your testimony, PP&L has 

proposed the 12 coincident peak method be u t i l i z e d i n the 

a l l o c a t i o n of demand r e l a t e d costs i n t h i s proceeding? 

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

Q. And would I be c o r r e c t t h a t under t h i s method, a 

class's r e s p o n s i b i l i t y i s based on the r e l a t i o n s h i p on i t s 

12 monthly c o n t r i b u t i o n s t o system peak t o the average of 

such monthly system peaks? 

A. Yes. 

Q. And I would note, i n responding t o some 

questions from Mr. Mickens, I t h i n k you reviewed the 

company's h i s t o r y of using the 12 CP method. 

A. As f a r as I remember. 

Q. As you were aware of i t , very good. 

And I t h i n k when he asked you about why the company 
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used i t , I t h i n k one of the reasons you said t o support i t s 

use was t h a t i t measured demand over the e n t i r e p e r i o d of 

the year? 

A. Correct. 

Q. Would I be c o r r e c t then t h a t t h i s method 

considers a l l 12 months of the year t o be i n f l u e n t i a l w i t h 

respect t o the amount of generation and transmission 

capacity t h a t PP&L i s required t o have t o serve i t s 

customers? 

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

Q. I would note t h a t PP&L has answered several 

i n t e r r o g a t o r i e s concerning monthly peaks on i t s system, and 

I would l i k e t o review those w i t h you. 

I n i t i a l l y , though, I would l i k e t o have them 

i d e n t i f i e d i n the record as they are p r e s e n t l y marked and 

which were i n the packet t h a t I d i s t r i b u t e d , the two PP&L 

i n t e r r o g a t o r y responses which address monthly peaks on the 

system. 

The f i r s t , which i s now marked as UCC Cross-

Examination E x h i b i t No. 1, i s the PP&L response t o No. 28 of 

OCA Set No, I I I , which describes the amount and d i s p o s i t i o n 

of capacity f o r the time of the monthly peak demand f o r the 

most recent three-year period. 

The second i n t e r r o g a t o r y response, which i s c u r r e n t l y 

marked as UCC Cross-Examination E x h i b i t No. 2, i s PP&L's 
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response t o No. 32 of Set I of the PP&L i n t e r r o g a t o r i e s of 

the I n d u s t r i a l Customer A l l i a n c e . 

MR. DELANEY: Your Honor, at t h i s p o i n t , I would ask 

t h a t they be i d e n t i f i e d i n the record as they are p r e s e n t l y 

marked. 

JUDGE CHRISTIANSON: Yes, those two are i d e n t i f i e d as 

your Cross 1 and Cross 2. 

(Whereupon, the documents were marked as UCC 

Cross-Examination E x h i b i t s Nos. 1 and 2 f o r 

i d e n t i f i c a t i o n . ) 

BY MR. DELANEY: 

Q. Now, i n i t i a l l y , l e t me d i r e c t you, Mr. Kleha, t o 

the one t h a t has been marked No. 1. And l e t me ask you, 

would you accept subject t o check t h a t d u r i n g 1994, the 

annual system peak on the PP&L system occurred i n January, 

which was 1,999 megawatts or 45.4 percent greater than the 

smallest monthly peak which occurred i n May? 

And what I'm looking at f o r the 1994 data on UCC 

Cross-Examination E x h i b i t No. 1 i s the January, 1994 data 

and the May, 1994 data. 

A. And your question was? 

Q. Would you accept subject t o check t h a t d u r i n g 

1994, the annual system peak on the system, which occurred 

i n January, was 1,999 megawatts or 45.4 percent g r e a t e r than 

the smallest monthly peak, which occurred i n May? 
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A. Yes, I would agree, subject t o check. 

Q. Now, would you agree t h a t i f PP&L p r e d i c t e d the 

magnitude of i t s capacity resources upon the magnitude of 

the May peak, would i t have enough capacity t o s a t i s f y i t s 

January peak? 

A. I t h i n k Mr. Sip i c s i s a b e t t e r witness f o r t h a t . 

Q. Let me r e s t a t e my question, then. I f PP&L 

planned i t s capacity resources t o meet the i n d i c a t e d May 

peak of 4,404 megawatts, would i t have enough capa c i t y t o 

s a t i s f y the January peak of 6,403? 

A. Again, I believe Mr. Sip i c s i s a b e t t e r witness 

f o r t a l k i n g about how PP&L plans i t s resources and what i t 

should be planning f o r . 

Q. Let me d i r e c t your a t t e n t i o n t o the bottom of 

UCC Cross-Examination E x h i b i t No. 1, the bottom of Column 2. 

Am I c o r r e c t t h a t PP&L's cu r r e n t i n s t a l l e d c a p a c i t y of 8,543 

megawatts i s w e l l above the magnitude of the annual system 

peak? 

A. I t ' s above the magnitude of the system peak, 

yes. 

Q. Thank you, Mr. Kleha. Now, l e t me d i r e c t your 

a t t e n t i o n t o the UCC Cross-Examination E x h i b i t No. 2. Can 

you i d e n t i f y any year i n which the annual system peak on the 

PP&L system d i d not occur i n the winter? 

A. No. I believe Mr. Sip i c s has t e s t i f i e d t h a t 
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PP&L i s a wint e r peaking company. 

Q. Thank you, Mr. Kleha. Again, d i r e c t i n g your 

a t t e n t i o n t o the same cross-examination e x h i b i t , would you 

agree t h a t since 1985, PP&L's annual system peak has 

occurred during one of the f o l l o w i n g months: January, 

February and December? 

A. That was from '85, you said? 

Q. Yes, which I t h i n k i s the data t h a t ' s examined 

i n the second cross-examination e x h i b i t . 

A. A quick review i n d i c a t e s t h a t t h a t ' s t r u e . 

MR. DELANEY: Thank you. 

Your Honor, at t h i s p o i n t , I ' d l i k e t o have 

i d e n t i f i e d i n the record as i t i s pr e s e n t l y marked UCC 

Cross-Examination E x h i b i t No. 3, which i s a summary of the 

monthly peak demands of PP&L, which summarizes i n f o r m a t i o n 

from the PP&L i n t e r r o g a t o r y response which has been marked 

as UCC Cross-Examination E x h i b i t No. 2. 

I would ask t h a t t h a t be i d e n t i f i e d i n the record as 

i t i s pres e n t l y marked. 

JUDGE CHRISTIANSON: So 3 i s i d e n t i f i e d . 

(Whereupon, the document was marked as UCC 

Cross-Examination E x h i b i t No. 3 f o r 

i d e n t i f i c a t i o n . ) 

JUDGE CHRISTIANSON: I t ' s a one-page e x h i b i t ? 

MR. DELANEY: Yes, Your Honor. I t ' s a one-page 
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document e n t i t l e d , "Monthly Peak Demands (Megawatts)". 

JUDGE CHRISTIANSON: And I see some numbers 

underlined, which I guess are going t o be s i g n i f i c a n t . 

MR. DELANEY: Yes. I ' l l ask the witness about them. 

JUDGE CHRISTIANSON: So i d e n t i f i e d . Go ahead. 

BY MR. DELANEY: 

Q. Do you have t h a t document, Mr. Kleha? 

A. I do. 

Q. Now, t h i s e x h i b i t shows the monthly peak demand 

f i g u r e s f o r PP&L from.1990 through 1994. Now, the bold 

f i g u r e s , which are underlined, are the annual system peaks. 

As I i n d i c a t e d , I have summarized t h i s i n f o r m a t i o n from the 

second cross-examination e x h i b i t . 

Now, would I be c o r r e c t t h a t since 1990, the annual 

system peak occurred during e i t h e r January, February or 

December? 

MR. MacGREGOR: I object t o the question t o the 

extent t h a t i t requires Mr. Kleha t o assume t h a t the 

in f o r m a t i o n i n the e x h i b i t i s accurate. 

BY MR. DELANEY: 

Q. Would you agree subject t o check, Mr. Kleha? 

A. Based upon what I see on the E x h i b i t No. 3 here, 

the underlying numbers i n d i c a t e t h a t the l a r g e s t number 

would appear i n February, December or January. 

Q. And I t h i n k i n a p r i o r question, when you 
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examined UCC Cross-Examination E x h i b i t No. 2, you agreed 

2 t h a t t h a t i n t e r r o g a t o r y response i n d i c a t e d t h a t PP&L's 

3 annual system peak since 1985 had occurred i n January, 

4 February or December; i s t h a t correct? 

A. That's c o r r e c t . That's what the data i n d i c a t e s . 

Q. Would you agree, t h e r e f o r e , t h a t a peak has not 

occurred during the remaining nine months of the year, which 

8 would be March through November? 

a A. The system peak has not, and would not be 

10 expected t o f o r a wi n t e r peaking company. 

Q. Thank you, Mr. Kleha. D i r e c t i n g your a t t e n t i o n 

12 t o l i n e 14 of t h i s e x h i b i t , would you agree t h a t d u r i n g — 

l.'i A. I'm sorry, which e x h i b i t are you on? 

14 Q. I'm so r r y , i t ' s No. 3. 

15 JUDGE CHRISTIANSON: We'll accept No. 3 a t l e a s t f o r 

IB discussion purposes. We'll maybe t a l k about i t l a t e r when 

17 you move i t . Go ahead. 

18 BY MR. DELANEY: 

19 Q. I t ' s a t l i n e 14 of Cross-Examination E x h i b i t 

20 No. 3. Would you agree t h a t during 1991, t h a t the average 

21 of the peaks f o r these nine months amounted t o 85.1 percent 

•>•> of the annual system peak, and would you accept t h a t subject 

23 t o check? 

24 A. Subject t o check. 

v;, JUDGE CHRISTIANSON: Let me j u s t check. I t might be 
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h e l p f u l f o r the company and maybe me. For Mr. Delaney, how 

d i d you go about preparing t h i s , j u s t t a k i n g — 

'! MR. DELANEY: Taking the numbers from the 1 and 2 

4 cross-examination e x h i b i t s and summarizing them on t h i s 

e x h i b i t . 

JUDGE CHRISTIANSON: This i s something you b a s i c a l l y 

d i d as a lawyer. You d i d n ' t need e x p e r t i s e — 

8 MR. DELANEY: I prepared i t as p a r t of cross-

9 examination, and I applied some e x p e r t i s e . Your Honor. 

If) JUDGE CHRISTIANSON: I t i s the s o r t of t h i n g a lawyer 

could do? 

12 MR. DELANEY: Yes. 

\:\ JUDGE CHRISTIANSON: Okay. 

14 MR. DELANEY: I would hope so. Your Honor. At l e a s t 

a lawyer could do i t . 

JUDGE CHRISTIANSON: Go ahead. 

BY MR. DELANEY: 

18 Q. Again, d i r e c t i n g your a t t e n t i o n t o l i n e 14 of 

19 the t h i r d cross-examination e x h i b i t , Mr. Kleha, would you 

20 agree subject t o check t h a t t h i s average d e c l i n e d 79 percent 

21 by 1994? 

w A. That's what the numbers i n d i c a t e , yes. 

2;! Q. Thank you, Mr. Kleha. 

24 MR. DELANEY: Your Honor, at t h i s p o i n t , I would l i k e 

2-.) t o have i d e n t i f i e d i n the record as i t i s p r e s e n t l y marked 
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UCC Cross-Examination E x h i b i t No. 4, which i s a summary of 

the system peak data derived from the i n t e r r o g a t o r y response 

of the company which has pr e v i o u s l y been marked as UCC 

Cross-Examination E x h i b i t No. 2. 

JUDGE CHRISTIANSON: No. 2 came through a l i t t l e weak 

i n spots, but I t h i n k you can read i t w e l l enough. Go 

ahead. 

8 (Whereupon, the document was marked as UCC 

9 Cross-Examination E x h i b i t No. 4 f o r 

10 i d e n t i f i c a t i o n . ) 

BY MR. DELANEY: 

12 Q. Mr. Kleha, I ' d l i k e you t o d i r e c t your a t t e n t i o n 

I't t o the cross-examination e x h i b i t marked No. 4. This e x h i b i t 

M shows PP&L's peak demand data f o r the years 1990 through 

15 1994. 

The f i r s t column shows the annual system peak f o r 

each year, and the average of the peaks f o r the months of 

18 January, February and December are shown i n Column 2. 

19 Column 3 shows the average of the peaks of the nine months, 

20 March through November. 

21 Let me d i r e c t your a t t e n t i o n t o l i n e 6 of the 

e x h i b i t , which shows the 1990 t o '94 annual compounded 

2;{ growth rates f o r the peak demands. 

24 Am I c o r r e c t t h a t the e x h i b i t i n d i c a t e s t h a t the 

2.1) growth r a t e f o r the annual system peak i s 3.3 percent? 
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A. I ' l l accept t h a t t h a t ' s what your number shows, 

subject t o check, 

•t Q. Very good. 

4 JUDGE CHRISTIANSON: We can make a l l of t h i s subject 

t o check. 

MR. DELANEY: That's f i n e . 

BY MR. DELANEY: 

8 Q. Would i t also be c o r r e c t t h a t the growth r a t e 

9 f o r the average of the peaks f o r the nine months ended March 

10 through November i s i n d i c a t e d t o be 2.1 percent? Would you 

accept t h a t subject t o check? 

12 A. Yes. 

Q. Therefore, comparing on l i n e 6 of the e x h i b i t 

M the 3.3 percent t o the 2.1 percent, would you agree t h a t 

15 from 1990 t o '94, the annual system peak f o r PP&L grew 57 

10 percent f a s t e r than the average of the peak demands f o r the 

nine months March through November? 

18 And t o get t h a t number, I'm comparing the 3.3 percent 

19 t o the 2.1 percent we j u s t discussed. 

20 A. Subject t o check, yes. 

Q. Very good. Now, on the same e x h i b i t , UCC No. 4, 

r e f e r r i n g t o the middle column of l i n e 6, would you agree 

23 t h a t the corresponding growth r a t e f o r the average of the 

24 peaks f o r January, February and December i s i n d i c a t e d t o be 

25 3.6 percent? 
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A. Yes. 

2 Q. And would you accept t h a t subject t o check? 

••! A. Yes. 

4 Q. Would you agree subject t o check t h a t t h i s 

growth r a t e of 3.6 percent i s 71 percent greater than the 

fi 2.1 percent growth r a t e f o r the nine months March through 

7 November? 

8 A. Subject t o check, yes. 

9 Q. Thank you. Let me d i r e c t your a t t e n t i o n t o l i n e 

10 7 of the e x h i b i t , which shows the annual compounded growth 

11 r a t e s and the peak demands f o r the period 1991 through '94. 

12 Would you agree t h a t the growth r a t e i n the annual 

i:i system peak of 3.8 percent i s more than three times the 1.2 

14 percent growth r a t e i n the average of the peaks f o r the nine 

months March through November? Would you accept t h a t 

subject t o check? 

A. Yes. 

18 Q. Would you agree t h a t UCC Cross-Examination 

10 E x h i b i t Nos. 3 and 4 which we've j u s t discussed demonstrate 

20 t h a t PP&L's load dynamics are changing, which w i n t e r peaks 

21 becoming more predominant r e l a t i v e t o the monthly peaks of 

•>•> the remaining nine months? 

2;i MR. MacGREGOR: Objection, Your Honor. I t ' s beyond 

24 the scope of the witness's testimony and beyond the scope of 

2f> h i s e x p e r t i s e . 
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MR. DELANEY: Well, i n response. Your Honor, i n an 

i n i t i a l response, he i n d i c a t e d t h a t h i s methodology e q u a l l y 

•'! weighted a l l the monthly peaks through a year. 

4 The testimony has reviewed the monthly peaks on the 

5 system. I t h i n k i t ' s w i t h i n the scope of cross-examination. 

6 MR. MacGREGOR: Your Honor, we presented two 

witnesses l a s t week, Mr. Sip i c s and Mr. S l i v k a , who a c t u a l l y 

a prepared these i n t e r r o g a t o r y responses, not Mr. Kleha. 

9 And i f we had questions concerning the changing 

10 dynamics of PP&L's system peak over time, they c e r t a i n l y 

should have been asked of Mr. Sip i c s or Mr. S l i v k a , not of 

12 Mr. Kleha. 

i:i MR. DELANEY: I t h i n k , j u s t a b r i e f response, Your 

14 Honor, t h a t the witness d i d i n d i c a t e t h a t i n h i s cost of 

15 service methodology, the monthly peaks on the system played 

10 a r o l e . 

MR. MacGREGOR: And he also i n d i c a t e d t h a t he 

ia received t h a t peak data from Mr. S l i v k a , and u t i l i z e d i t i n 

19 h i s cost of service study. 

20 That's p l a i n from the testimony and i t ' s p l a i n from 

21 Mr. S l i v k a ' s testimony. 

•» JUDGE CHRISTIANSON: I t h i n k the other witnesses 

2:t probably would have been b e t t e r . I ' l l ask the witness t o 

24 t r y t o respond. Again, i f i t ' s not w i t h i n h i s area — 

THE WITNESS: I honestly couldn't speak t o the 
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1 changing dynamics of the system. That's way outside my 

2 area. 

:i BY MR. DELANEY: 

4 Q. Okay, thank you, Mr. Kleha. 

A. You're welcome. 

Q. Could we go t o page 6 of your testimony? 

A. Page 6? 

8 Q. Yes. And I t h i n k i n l i n e s 6 through 8, you 

9 discuss t h a t i t i s undesirable f o r a u t i l i t y t o change i t s 

10 cost a l l o c a t i o n methodology. Do you have t h a t d i s c u s s i o n 

11 there? 

12 A. Yes. 

i:t Q. Are you f a m i l i a r w i t h the cost a l l o c a t i o n 

14 methodologies used by American E l e c t r i c Power, a major 

15 u t i l i t y w i t h numerous operating s u b s i d i a r i e s ? 

io A. No, I am not. 

Q. So you are u n f a m i l i a r whether they have changed 

18 from a 12 CP t o a 6 CP system? 

19 MR. MacGREGOR: Objection, Your Honor. The witness 

20 already answered t h a t he has no knowledge of the APS 

21 methodology. 

•>•> JUDGE CHRISTIANSON: Yes, so t h a t makes i t 

2.i surplusage, but you can j u s t continue your cross. 

24 BY MR. DELANEY: 

2;i Q. Mr. Kleha, l e t me ask you, are you f a m i l i a r w i t h 
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the cost of service methodology used by other Pennsylvania 

e l e c t r i c u t i l i t i e s ? 

3 A. Vaguely. I don't t h i n k many e l e c t r i c u t i l i t i e s 

4 have f i l e d cost a l l o c a t i o n studies w i t h i n the recent few 

years. 

Q. Are you f a m i l i a r w i t h the cost a l l o c a t i o n 

methodology used by the West Penn Power Company? 

8 A. I saw t h e i r e x h i b i t . I t h i n k they used a 12 CP 

9 method. 

10 Q. And would you agree w i t h me t h a t i n the l a s t 

several — i f you know — adjudicated cases of the West Penn 

12 Power Company, the Commission d i d not nec e s s a r i l y accept the 

i.i cost a l l o c a t i o n methodology proposed by the company? 

14 A. I have no knowledge of t h a t . 

15 Q. Okay, so you are u n f a m i l i a r w i t h the 

io Commission's ad j u d i c a t i o n s f o r t h a t e l e c t r i c u t i l i t y ? 

A. I know t h e i r r a t e order. I recognize t h a t they 

18 got a r a t e increase, but I don't know a l l the nuances of the 

19 Commission's d e c i s i o n . 

20 Q. Okay, so you don't know then what cost 

21 a l l o c a t i o n methodology the Commission adopted i n those 

•>'> proceedings ? 

2.i A. I know t h a t i n t h e i r l a s t proceeding, they 

24 adopted the 12 CP. 

25 JUDGE CHRISTIANSON: Again, we can take n o t i c e of 
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Commission orders, but we don't have t o , e x a c t l y . 

BY MR. DELANEY: 

.'J Q. Going back t o your testimony, the bottom of page 

4 7 and the top of page 8, I t h i n k one of the reasons t h a t you 

advanced f o r the 12 CP method as being appropriate i s 

because PP&L must schedule maintenance at i t s generation 

s t a t i o n s throughout the year. 

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

9 Q. Wouldn't the need t o schedule generation 

10 maintenance also be a concern f o r other e l e c t r i c u t i l i t i e s ? 

A. Yes. 

12 MR. DELANEY: Your Honor, at t h i s p o i n t , I would l i k e 

in t o have i d e n t i f i e d i n the record as i t i s p r e s e n t l y marked 

14 UCC Cross-Examination E x h i b i t No. 5, which i s a summary of 

the PP&L monthly planned capacity, system peaks and 

r e s u l t i n g reserves f o r 1994. 

And t h i s summarizes i n f o r m a t i o n contained i n PP&L's 

18 response t o Question 28 of the Set I I I OCA i n t e r r o g a t o r y 

19 which has been pr e v i o u s l y marked as UCC Cross-Examination 

20 E x h i b i t No, 1. 

21 JUDGE CHRISTIANSON: Okay. Again, l i k e the o t h e r s , 

•w w e ' l l probably take i t subject t o check. And j u s t a 

2.1 comment: I appreciate counsel b r i n g i n g up e a r l y what the 

24 issues are now, even though we might have t o take n o t i c e of 

v;, some t h i n g s . At l e a s t the company knows where you're coming 
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from a t t h i s p o i n t . 

MR. DELANEY: Yes. 

MR. DELANEY: I would ask t h a t i t be marked as — 

JUDGE CHRISTIANSON: Yes, i t ' s so marked as E x h i b i t 

No. 5, your Cross No. 5. 

MR. DELANEY: Okay, very good. 

(Whereupon, the document was marked as UCC 

Cross-Examination E x h i b i t No. 5 f o r 

i d e n t i f i c a t i o n . ) 

BY MR. DELANEY: 

Q. Mr. Kleha, could I ask you t o examine t h a t 

e x h i b i t marked No. 5 which shows PP&L's monthly planned 

capacity, monthly system peaks and r e s u l t i n g reserves f o r 

1994? 

And l e t me j u s t e x p l a i n t h a t the planned cap a c i t y 

f i g u r e s i n Column 1 are obtained by adding PP&L's i n s t a l l e d 

capacity plus capacity purchases less capacity sales and 

scheduled maintenance. 

And again, the in f o r m a t i o n on the e x h i b i t was taken 

from the document t h a t ' s been marked as UCC Cross-

Examination E x h i b i t No. 1, which was a PP&L i n t e r r o g a t o r y 

response t o an OCA i n t e r r o g a t o r y . 

Reviewing t h a t e x h i b i t , would I be c o r r e c t t h a t the 

annual system peak f o r 1994 occurred i n January? 

A. That's c o r r e c t . 
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Q. And would I be c o r r e c t , l o o k i n g a t the l a s t 

column i n the e x h i b i t f o r January, t h a t the reserve 

percentage i n d i c a t e d f o r t h a t month i s 7 percent? 

A. That's what the data i n d i c a t e s , yes. 

Q. And you accept t h a t subject t o check? 

A. Yes. 

Q. And would I be c o r r e c t t h a t on t h i s e x h i b i t , 

l o o k i n g again at t h a t l a s t column, t h a t the next lowest 

reserve percentage i n d i c a t e d i s 22.7 percent, f o r March? 

A. That's what the page i n d i c a t e s , yes. 

Would you be w i l l i n g t o accept t h a t subject t o Q-

check? 

A. Yes. 

Q. Now, would i t be c o r r e c t t h a t the average 

reserve percentage f o r the 11 months excluding January 

i n d i c a t e d on l i n e 13 i s 34.4 percent? 

A. I ' l l accept your math subject t o check. 

Q. Thank you, Mr. Kleha. R e f e r r i n g t o Column 3 of 

the e x h i b i t , l i n e s 1 and 13, would i t be c o r r e c t t h a t the 

average reserve f o r the 11 months excluding January i s fou r 

times t h a t f o r January? 

And what I am comparing are the f i g u r e s 1,792 

megawatts versus 449 megawatts. 

A. The math would produce four times, yes. 

Q. And you would accept t h a t subject t o check? 
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A. Yes. 

2 Q. And would I be c o r r e c t again, l o o k i n g a t the 

:j l a s t column on the e x h i b i t , Mr. Kleha, t h a t even w i t h the 

4 scheduled maintenance, PP&L enjoyed reserve margins d u r i n g 

every month of 1994? 

A. That's what the data would i n d i c a t e . However, I 

would also i n d i c a t e t h a t the month of January i s simply 31 

days f o r the month of January, but as we a l l know, on 

9 January 19th through the 21st, the PJM system experienced 

10 severe d i f f i c u l t i e s w i t h regard t o a v a i l a b i l i t y of ca p a c i t y . 

JUDGE CHRISTIANSON: I was going t o take n o t i c e of 

12 t h a t . I remember i t w e l l . We got sent home here a t the 

[3 s t a t e complex. 

14 THE WITNESS: Exactly. And I t h i n k , as other 

15 witnesses have t e s t i f i e d , t h a t i t was the good f o r t u n e t o 

10 have some government de c l a r a t i o n s t o c u r t a i l usage t h a t 

a s s i sted i n keeping the emergency t o the l i m i t e d degree i t 

18 was. 

19 JUDGE CHRISTIANSON: So you're t a l k i n g about, those 

20 few days were p a r t i c u l a r l y c r u c i a l ? 

21 THE WITNESS: That's when the peak was set. Your 

Honor. And b a s i c a l l y what I'm i n d i c a t i n g i s t h a t d u r i n g the 

21 days t h a t the peak was i n f a c t s et, there were c o n s t r a i n t s , 

24 and so the reserve was not at the 7 percent l e v e l or any 

l e v e l l i k e t h a t . 

C O M M O N W E A L T H REPORTING COMPANY (717) 7 6 1 - 7 1 5 0 



586 

1 JUDGE CHRISTIANSON: For the p a r t i c u l a r day or hour 

2 i n question. 

THE WITNESS: That's r i g h t . 

JUDGE CHRISTIANSON: Then t h a t ' s i n the nature of 

r e d i r e c t , but i t might as w e l l be brought out at t h i s p o i n t . 

Continue w i t h your i n t e r r o g a t i o n . 

BY MR. DELANEY: 

8 Q. Mr. Kleha, thank you f o r t h a t c o r r e c t i o n . And 

9 what you were de s c r i b i n g was not the monthly reserve f i g u r e 

10 but the reserve t h a t PP&L may have had i n the p e r i o d i n 

I January t h a t you s p e c i f i c a l l y described; i s t h a t c o r r e c t ? 

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

i:t MR. DELANEY: Thank you, Mr. Kleha. 

14 That's a l l the questions I have. Your Honor. I guess 

at t h i s p o i n t I would move UCC Cross-Examination E x h i b i t s 1 

through 5 i n t o the record. 

JUDGE CHRISTIANSON: Go ahead and s t a t e i t . We can 

18 leave the company time t o review these numbers and such. I s 

19 i t t h a t , or i s i t more? 

20 MR. MacGREGOR: I understand, but, Your Honor, we 

21 c e r t a i n l y can check these numbers and con f i r m t h a t they 

•>•> represent what's i n the two i n t e r r o g a t o r y responses. 

23 I would f i r s t note t h a t the i n t e r r o g a t o r i e s , as I 

24 i n d i c a t e d e a r l i e r , were prepare by Mr. S i p i c s and Mr. 

•>h S l i v k a , not by Mr. Kleha, so c e r t a i n l y Mr. Kleha can't 
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a u t h e n t i c a t e them f o r admission. 

With respect t o 3, 4 and 5, I r e a l l y t h i n k i t ' s a 

b e t t e r procedure t o have the p a r t i e s put on a witness, put 

f o r t h the issues and adjustments so we know what t o respond 

t o i n r e b u t t a l . 

1 object t o dumping t h i s data i n the record and 

al l o w i n g Mr. Delaney t o make whatever k i n d of arguments he 

might i n the b r i e f , and t o take us by s u r p r i s e on the 

issues, and we might not address an issue i n r e b u t t a l t h a t 

we don't even know i s an issue j u s t because t h i s i n f o r m a t i o n 

i s admitted i n t o the record without a sponsoring witness. 

JUDGE CHRISTIANSON: Maybe we can check w i t h Mr. 

Delaney. I'm i n c l i n e d t o accept th i n g s l i k e t h i s , but I 

r e a l i z e there may be gaps here t h a t need t o be f i l l e d . 

One reason I tend t o be sympathetic t o Mr. Delaney i s 

t h a t i t ' s b e t t e r t o do i t t h i s way than t o w a i t f o r the 

b r i e f s and come up w i t h t h i s i n f o r m a t i o n and e x t r a c t i t , and 

r e a l l y s u r p r i s e the company q u i t e u n f a i r l y . 

MR. MacGREGOR: Well, I understand, Your Honor, but 

s t i l l , a t some p o i n t i n t h i s case, we have t o put together 

our r e b u t t a l testimony t o respond t o what issues have been 

r a i s e d by the p a r t i e s i n t h i s proceeding. 

X t h i n k the most o r d e r l y way t o do t h a t i s t o have 

the p a r t i e s put t h e i r adjustments and issues on the t a b l e i n 

t h e i r testimony. Then we know e x a c t l y what we're responding 

C O M M O N W E A L T H REPORTING COMPANY (717) 7 6 1 - 7 1 5 0 



588 

1 t o i n r e b u t t a l . 

2 And at t h i s p o i n t , I don't know. Do I have t o put 

3 r e b u t t a l i n i n response t o t h i s ? I don't know, because I 

4 r e a l l y don't know what the issues are. 

JUDGE CHRISTIANSON: For Mr. Delaney, do you have 

something i n the nature of an o f f e r of proof or some 

discussion about where you're going? Do you a n t i c i p a t e 

8 c a l l i n g a witness? 

!) MR. DELANEY: I n response, I would be glad t o 

10 i d e n t i f y the issues t h a t we're going t o support w i t h the 

cross-examination. 

12 Not every party i s i n a p o s i t i o n t o support i t s 

l.'i issues w i t h testimony a l l the time, although I hope t h a t we 

11 w i l l present a witness i n the case c o n s i s t e n t w i t h the 

15 f i l i n g deadlines of the testimony. 

Ifi I f I understand the o b j e c t i o n , i t r e a l l y goes t o I 

17 t h i n k an issue of weight, as t o whether you can support an 

18 adjustment on which a witness has not appeared t o support, 

if) t o provide w i t h l i v e testimony and be subject t o the 

20 company's cross-examination f o r the adjustments t h a t are 

21 proposed i n t h a t fashion. 

MR. MacGREGOR: That's not my argument. 

2:i MR. DELANEY: Maybe I misunderstood. 

24 JUDGE CHRISTIANSON: He wants a l i t t l e more f l e s h i n g 

out the d e t a i l s of the issues in v o l v e d . 
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MR. MacGREGOR: I r e a l l y have two p o i n t s t o my 

o b j e c t i o n . Your Honor. F i r s t , t h i s document has not been 

•i authenticated by the witness who prepared i t , so t e c h n i c a l l y 

i i t cannot be admitted without being a u t h e n t i c a t e d , 1 and 2. 

5 JUDGE CHRISTIANSON: I'm not too worried about 

fi a u t h e n t i c a t i o n , since i t ' s prepared by the company. 

MR. MacGREGOR: More i m p o r t a n t l y , Mr. Delaney needs 

8 t o — i f he's going t o have a witness, why can't the witness 

9 r a i s e these issues i n h i s testimony and w e ' l l know what 

10 we're dealing with? 

I f he's not going t o have a witness, then I do want 

12 an agreement t h a t on the date on which h i s testimony would 

have been due i f he had a witness, t h a t we have a s p e c i f i c 

if statement of the issues and adjustments he plans t o propose 

15 i n t h i s proceeding so w e ' l l have n o t i c e and an o p p o r t u n i t y 

10 t o respond. 

JUDGE CHRISTIANSON: That's what you're r e a l l y 

18 worried about, i s t o know j u s t where he's coming from. 

19 MR. MacGREGOR: Yes. 

20 JUDGE CHRISTIANSON: Perhaps we can defer i t . Maybe 

21 Mr. Delaney can work up a statement as — I t h i n k , as a 

•>•> general matter, I know where we're coming from. 

23 MR. DELANEY: With the c l a r i f i c a t i o n Mr. MacGregor 

24 has provided, he seems t o be r a i s i n g the due process n o t i c e 

issue, and I have no problem, i f we don't f i l e testimony, t o 
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1 give him a statement of the issues t h a t w i l l be supported by 

9. the cross-examination. 

:i MR. MacGREGOR: That's f i n e , Your Honor. Then I 

A would accept the admission of t h i s subject t o checking the 

numbers. 

fi JUDGE CHRISTIANSON: Yes, obviously i t ' s s u bject t o 

7 check t h a t your math and your t r a n s p o s i t i o n of numbers i s 

8 good. 

9 MR. DELANEY: I t was prepared by a lawyer. Your 

10 Honor, so I don't know — 

(Laughter.) 

12 MR. MacGREGOR: That's why we want t o check i t . 

[.3 (Laughter.) 

U JUDGE CHRISTIANSON: Well, then, I ' l l r e q u i r e Mr. 

Delaney t o e i t h e r come i n w i t h a witness or a concise 

statement as t o where he's coming w i t h t h i s i n f o r m a t i o n . 

This statement could be maybe a couple of pages signed by 

18 Mr. Delaney i f he doesn't have a witness. 

19 MR. DELANEY: C e r t a i n l y , Your Honor, I ' l l be glad t o 

20 do t h a t . 

JUDGE CHRISTIANSON: Within the t i m i n g of when the 

witness would have t o come i n and give testimony. 

z\ MR. DELANEY: Yes, Your Honor. I agree t o t h a t . 

4̂ JUDGE CHRISTIANSON: Then subject t o t h a t and subject 

^ t o check, the f i v e e x h i b i t s are accepted i n t o the record. 
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1 (Whereupon, the documents marked as UCC 

2 Cross-Examination E x h i b i t s Nos. 1 through 5 

3 were received i n evidence.) 

4 JUDGE CHRISTIANSON: And w e ' l l hold open the 

p o s s i b i l i t y of adverse motions u n t i l a l i t t l e b i t l a t e r , but 

I t h i n k we understand where we're going on i t . 

MR. MacGREGOR: That w i l l be f i n e . Your Honor. 

JUDGE CHRISTIANSON: But the f i v e e x h i b i t s are now a 

9 pa r t of the record. 

10 MR. DELANEY: Thank you, Your Honor. 

11 Thank you, Mr. Kleha. 

12 JUDGE CHRISTIANSON: Then we have Mr. Haynes f o r the 

13 f u e l o i l people. 

14 MR. HAYNES: Thank you, Your Honor. 

CROSS-EXAMINATION 

10 BY MR. HAYNES: 

17 Q. Good morning, Mr. Kleha. 

18 A. Good morning. 

19 Q. Am I c o r r e c t from your p r i o r response t h a t you 

20 j o i n e d PP&L i n approximately 1981? 

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

Q. And looking a t your testimonies i d e n t i f i e d on 

23 page 3, i s i t t r u e t h a t you d i d not submit any prepared 

24 testimony i n the p r i o r PP&L general r a t e increase 

2.) proceeding? 
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A. That's c o r r e c t . 

Q. Have your du t i e s and r e s p o n s i b i l i t i e s changed 

•i since you j o i n e d PP&L? 

4 A. Yes, they have. 

5 Q. Were you involved i n any way i n the formation or 

fi c r e a t i o n of Rate Schedule RTS? 

A. No, s i r . 

8 Q. Do your current d u t i e s have any i n p u t i n t o the 

9 m o d i f i c a t i o n of Rate Schedule RTS? 

10 A. No, s i r . 

11 Q. Would t h a t be Mr. Kasper? 

12 A. Yes, s i r . 

Ki Q. Turning t o page 6 of your prepared d i r e c t 

14 testimony, beginning a t l i n e 13, you i n d i c a t e t h a t sharply 

15 d i f f e r e n t and mixed signals would be given t o various r a t e 

10 classes i f other methods were used. 

My question i s , what i s the importance of cost 

18 s i g n a l s given t o the respective r a t e classes? 

in A. I t h i n k two things are the r e s u l t of a cost 

20 a l l o c a t i o n study. One, there i s an attempt t o a p p r o p r i a t e l y 

21 assign the cost of p r o v i d i n g service t o each r e p r e s e n t a t i v e 

^ r a t e group. 

2:i Secondly, i t provides the r a t e designer the 

24 i n f o r m a t i o n necessary t o make reasoned judgments as t o how 

IT) and i n what form t o design the appropriate r a t e schedules t o 
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1 recover the revenue requirements associated w i t h the cost 

2 a l l o c a t i o n study. 

:s Q. And you are sponsoring the cost a l l o c a t i o n study 

4 of PP&L; i s t h a t not correct? 

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

Q. Would i t be f a i r t o say t h a t i t i s an embedded 

cost of service study? 

A. That's a f a i r statement. 

9 Q. Have you i n any way fa c t o r e d i n e x t e r n a l i t i e s or 

10 other non-embedded costs i n t o your study? 

A. The only d i f f e r e n c e would be the i n c l u s i o n of 

12 the i n t e r r u p t i b l e capacity c r e d i t value. 

i:i Q. I n terms of the judgment t h a t was a p p l i e d t o 

14 determine each r a t e increase t h a t would be appl i e d t o each 

r a t e schedule, would t h a t be something w i t h i n your 

10 j u r i s d i c t i o n ? 

17 A. No, s i r . 

15 Q- Who would make t h a t determination? 

19 A. Mr. Kasper. 

20 Q- Did you provide any i n p u t a t a l l i n t o h i s 

21 decision? 

A. The cost a l l o c a t i o n study. 

2;i JUDGE CHRISTIANSON: Let me t r y a question which 

24 might c l a r i f y i t , might not. You seem t o have some 

2;, i n d i c a t i o n here, at l e a s t on page 6, t h a t you chose the 
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study f o r t h i s case somewhat w i t h end r e s u l t s i n mind, i n 

the nature of s o r t of a gradualism concept or not d e p a r t i n g 

3 too much from p r i o r s i t u a t i o n s -

4 THE WITNESS: Well, the r e g u l a t i o n s r e q u i r e t h a t each 

e l e c t r i c u t i l i t y f i l i n g f o r a base r a t e increase i n 

Pennsylvania must provide not only i t s p r e f e r r e d method but 

the r e s u l t s of other methods. 

8 And b a s i c a l l y what I am suggesting here i s t h a t we 

9 made t h a t comparative a n a l y s i s , l i n e d up the studies t o make 

10 sure t h a t we were not p r o v i d i n g a study — or our p r e f e r r e d 

n method was not out of l i n e . 

12 JUDGE CHRISTIANSON: Okay, then t h a t ' s more pure cost 

13 study than I was t h i n k i n g . 

14 Okay, go ahead, counsel. 

BY MR. HAYNES: 

10 Q. Turning t o your E x h i b i t JMK-2, page 7, the 

17 second f u l l paragraph t h e r e , would i t be f a i r t o say t h a t 

18 t h a t states a goal of PP&L t h a t the class cost of service 

19 study should produce a r a t e of r e t u r n as near the o v e r a l l 

20 r a t e of r e t u r n as possible f o r each class? 

21 A. I would c a l l i t a s t r e t c h goal, yes. 

•>•> Q. Turning t o page 8 of t h a t e x h i b i t , does t h a t not 

23 r e f l e c t the class r e t u r n f o r Rate Schedule RTS? 

24 A. Under present r a t e c o n d i t i o n s , t h a t ' s c o r r e c t . 

25 Q. And on page 10, you have i t under the proposed 
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8 

9 

10 

11 

12 

13 

14 

15 

10 

17 

18 

19 

20 

21 

22 

23 

24 

25 

rates? 

A. That would be under proposed r a t e s , t h a t ' s 

c o r r e c t . 

Q. And am I c o r r e c t t h a t on page 8, the r a t e of 

r e t u r n under present rates i s a negative 2.36 percent? 

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

And under proposed r a t e s , i t ' s a negative .43 Q. 

percent? 

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

Are there any other r a t e classes t h a t have a 

negative r e t u r n under e i t h e r present or proposed rates? 

A. Not based upon the cost a l l o c a t i o n study r e s u l t s 

presented here. 

Q. Turning t o your E x h i b i t JMK-1, which i s your 

h i s t o r i c t e s t year cost study — i s t h a t not co r r e c t ? 

JUDGE CHRISTIANSON: I ' l l answer i t f o r him. Yes. 

We have the two of them, each about an inch t h i c k . 

THE WITNESS: That's c o r r e c t , Your Honor. 

JUDGE CHRISTIANSON: I could mention, since I've 

spoken up, I j u s t closed the record i n a water case where 

the water company cost man departed from recent p r a c t i c e and 

was c r i t i c i z e d f o r departing from the o l d method. So we get 

you — no matter which way you go, w e ' l l get you. 

(Laughter.) 

THE WITNESS: That's t r u e , Your Honor. 
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JUDGE CHRISTIANSON: But you're used t o t h a t , I 

guess 

8 

9 

10 

11 

12 

13 

14 

18 

19 

20 

21 

22 

23 

24 

25 

Go ahead, counsel. 

BY MR. HAYNES: 

Q. Would you agree t h a t l o o k i n g a t the h i s t o r i c 

t e s t year, the Rate Schedule RTS would produce a negative 

r e t u r n of 1.28 percent under present r a t e s as shown on page 

8? 

A. You're c o r r e c t . 

Q. And s i m i l a r l y , i f you looked a t under proposed 

rates on page 106, t h a t the Rate Schedule RTS would produce 

a p o s i t i v e r e t u r n of .20? 

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

Q. Am I c o r r e c t t h a t the d i f f e r e n c e between the 

h i s t o r i c t e s t year and the f u t u r e t e s t year would be the 

cost d i f f e r e n c e s between the two time periods? I s t h a t 

correct? 

A. That's c o r r e c t ; i n a d d i t i o n t o t h a t , the 

i n t e r r u p t i b l e load c r e d i t t h a t was appl i e d i n the f u t u r e 

t e s t year. 

Q. I'd l i k e you t o assume a h y p o t h e t i c a l . The 

h y p o t h e t i c a l i s , PP&L provides service t o only one c l a s s . 

That class i s Rate Schedule RTS. 

Under those circumstances, would PP&L be making any 

money from Rate Schedule RTS? 
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A. Well, as you're aware, Mr. Haynes, each cost 

study t h a t ' s performed i s subject t o the d i f f e r e n c e s i n 

3 co n d i t i o n s based upon the time period i n which you review 

4 i t . 

And t o suggest t h a t i n one p a r t i c u l a r p e r i o d , i f you 

looked at the r e s u l t s of t h a t and determined whether the 

company would be making money, would be i n c o n c l u s i v e . 

8 You would have t o do a study over v a r y i n g periods of 

9 time t o determine whether t h a t class was i n f a c t producing a 

10 r e t u r n t o the company t h a t covered i t s costs. 

11 Q. Do you know when Rate Schedule RTS was created 

12 and approved? 

KJ A. I b e l i e v e , subject t o check, t h a t i t was 

14 proposed back i n the e a r l y e i g h t i e s , maybe the 1981 t o '82 

15 time frame. 

Q. Have you made any analysis whether Rate Schedule 

RTS has ever produced a p o s i t i v e r a t e of r e t u r n under the 

18 company's embedded cost of service studies? 

19 A. This i s the f i r s t f u l l y d i s t r i b u t e d cost of 

20 service study i n which RTS was separated from the 

21 r e s i d e n t i a l customer grouping i n t o a separate r a t e c l a s s . 

•>•) Q. Does the company perform i n t e r n a l cost of 

23 service studies p e r i o d i c a l l y ? 

24 A. I t performs analyses t h a t I would not c l a s s i f y 

25 as a f u l l y d i s t r i b u t e d cost of service study, but they have 
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c e r t a i n l y reviews of where the general classes are going. 

Q. Restating the p r i o r question, the h y p o t h e t i c a l , 

3 based upon your cost of service study, would you agree t h a t 

4 PP&L would be l o s i n g money i f i t was only p r o v i d i n g s e r v i c e 

t o Rate Schedule RTS? 

A. A l l other conditions being equal. Rate RTS, 

based upon the cost of service study a n a l y s i s t h a t was 

8 performed here f o r the 12 months ended September, 1995 would 

9 not show a c o n t r i b u t i o n t o earnings. 

10 Q. And would you agree w i t h me t h a t i t would 

a c t u a l l y be an operating expenses l o s s , not any r e t u r n on 

12 c a p i t a l ? 

13 MR. MacGREGOR: Your Honor, I obj e c t t o the question. 

14 I f the company had one customer c l a s s , RTS, i t would have a 

completely d i f f e r e n t system t o supply service t o those 

customers. 

I t would look nothing l i k e the c u r r e n t system i n 

18 terms of types of capacity and cost s t r u c t u r e , so the 

19 question i s meaningless. 

20 JUDGE CHRISTIANSON: I t ' s very h y p o t h e t i c a l , I must 

say. 

•>••> MR. HAYNES: I would agree w i t h t h a t . That's why I 

23 made i t a h y p o t h e t i c a l , Your Honor. The question i s , who i s 

21 p i c k i n g up the costs t o provide the se r v i c e . And r i g h t now, 

2.) i t i s other classes t h a t are p i c k i n g i t up. 
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And my cross-examination i s t h a t i f i t i s not those 

other classes, maybe i t should be PP&L's shareholders. 

:i JUDGE CHRISTIANSON: I ' l l a llow the questioning t o 

4 continue, w i t h the understanding t h a t the witness might have 

t o be a l i t t l e b i t innovative i n framing answers. 

I t i s a very h y p o t h e t i c a l s i t u a t i o n . I t ' s not the 

s o r t of s i t u a t i o n we can prove would e x i s t . We can't have 

8 another witness come i n and authenti c a t e the h y p o t h e t i c a l , 

9 r e a l l y , because i t c l e a r l y i s n ' t c o n s i s t e n t . But go ahead 

10 and t r y t o respond. 

MR. HAYNES: I'm moving on t o another l i n e . 

12 JUDGE CHRISTIANSON: Okay. 

1.3 BY MR. HAYNES: 

14 Q. Mr. Kleha, does PP&L provide merchandising 

15 services, sale of appliances, e l e c t r i c appliances a t a l l ? 

Ki A. No, s i r . 

Q. Did i t used t o i n the past? 

ia A. Yes. 

19 Q. How were those costs t r e a t e d f o r ratemaking 

20 purposes, i f you know? 

21 A. Since I was only a c h i l d a t t h a t p o i n t i n time, 

I'm not sure, s i r . 

2A (Laughter.) 

94 JUDGE CHRISTIANSON: Some e l e c t r i c companies s t i l l 

2;) give away l i g h t bulbs, as w e l l . 
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THE WITNESS: I bel i e v e t h a t ' s t r u e . Your Honor-

JUDGE CHRISTIANSON: I t may not be any more, I don't 

8 

9 

10 

11 

12 

l.'i 

14 

18 

19 

20 

21 

22 

23 

24 

know. 

BY MR. HAYNES: 

Q. Turning t o page 7 of your d i r e c t testimony, 

beginning on l i n e s 9 through 15, you t a l k about the t h i r d 

c o n s i d e r a t i o n being class d i v e r s i t i e s . 

A. Yes. 

Q. What do you mean by "class d i v e r s i t i e s " ? 

A. Not a l l customers u t i l i z e energy at any given 

hour i n any given time period i n the same way as anyone 

else, so there are d i v e r s i t i e s . 

Some customers w i l l use more energy or put more 

demand on the system at l e t ' s say the afternoon p e r i o d , and 

some w i l l put i t on i n the morning p e r i o d , or some w i l l put 

i t on i n the evening period. 

So you have d i v e r s i t i e s , and they're seasonal, a l s o . 

JUDGE CHRISTIANSON: This i s an argument against j u s t 

using the system peak, the annual peak, because they're not 

a l l on the peak, necessarily? 

THE WITNESS: That's c o r r e c t . 

BY MR. HAYNES: 

Q. Am I c o r r e c t t h a t your p o s i t i o n or PP&L's 

p o s i t i o n i s t h a t the d i v e r s i t y i n loads i s important among 

the seasons, each month of a year? 
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A. Throughout a l l time periods of the year, yes. 

Q. Would t h a t be also d i v e r s i t y w i t h i n each given 

9 

10 

11 

12 

13 

14 

15 

10 

17 

IS 

19 

20 

21 

22 

23 

24 

25 

day? 

A. I believe so. 

Q. Have you made analysis of whether there i s any 

s i g n i f i c a n t d i v e r s i t y demand w i t h respect t o the secondary 

d i s t r i b u t i o n system? 

A. No. 

Q. Why not? 

A. I d i d n ' t believe there was any need f o r i t . 

JUDGE CHRISTIANSON: Let me j u s t check. Secondary 

d i s t r i b u t i o n i s the more l o c a l d i s t r i b u t i o n ? 

THE WITNESS: Yes, i t i s . 

BY MR. HAYNES: 

Q. Would you agree me t h a t Rate Schedule RTS i s 

served o f f the secondary d i s t r i b u t i o n system? 

A. C e r t a i n l y . I t ' s a r e s i d e n t i a l customer, as are 

s t r e e t l i g h t i n g and customers of t h a t nature. 

Q. Turning t o your E x h i b i t JMK-3, which i s the 

smaller of the ones, page 11? 

A. Yes. 

MR. MacGREGOR: Your Honor, can we w a i t one minute 

u n t i l I get my copy of t h a t out? 

(Pause.) 

JUDGE CHRISTIANSON: Yes, we can pause a minute. 
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(Pause.) 

2 MR. MacGREGOR: What page are we on? 

3 MR. HAYNES: Page 11. 

4 MR. MacGREGOR: Thank you. 

BY MR. HAYNES: 

(i Q. Beginning at page 10, you begin an an a l y s i s of 

7 the d i s t r i b u t i o n p l a n t c l a s s i f i c a t i o n u t i l i z i n g a minimum 

8 system approach; i s t h a t correct? 

9 A. Yes. 

m Q. Would i t be accurate t o say t h a t the purpose of 

11 your use of the minimum system i s t o i d e n t i f y d i s t r i b u t i o n 

12 costs i n c u r r e d t o connect a customer, a s i n g l e customer? 

in A. The minimum system study i s designed t o i d e n t i f y 

14 the l e v e l of costs t h a t would be i d e n t i f i e d as r e l a t i v e t o 

customer, as opposed t o demand or energy. 

Q. Am I c o r r e c t t h a t under t h i s theory, the costs 

t o connect a s i n g l e customer do not vary w i t h the customer's 

18 demand? 

19 A. I'm sorry, I d i d n ' t — 

20 Q. Am I c o r r e c t t h a t under t h i s theory, the costs 

t o connect a s i n g l e customer do not vary w i t h the customer's 

demand? 

2:i A. The study i d e n t i f i e s the cost associated w i t h 

2-1 p r o v i d i n g service on b a s i c a l l y a low-load or no-load 

2.-) c o n d i t i o n t o a si n g l e customer. 
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JUDGE CHRISTIANSON: Just t o reach the customer? 

THE WITNESS: Yes, b a s i c a l l y , what would need t o be 

i n service t o provide t h a t customer i f he desired t o take 

some energy. 

JUDGE CHRISTIANSON: With the smallest transformers 

and the smallest everything? 

THE WITNESS: Smallest t h a t i s c u r r e n t l y being 

8 i n s t a l l e d , yes. 

9 JUDGE CHRISTIANSON: Right. I'm f a m i l i a r w i t h t h i s 

10 g e n e r a l l y . Go ahead. 

BY MR. HAYNES: 

12 Q. Am I c o r r e c t t h a t you u t i l i z e d a 10 kva 

1.1 transformer f o r the minimum system size? 

14 A. That's c o r r e c t . That's the smallest size being 

15 i n s t a l l e d on PP&L's system. That's an overhead transformer, 

Mr. Haynes 

MR. HAYNES: One moment. Your Honor. 

18 JUDGE CHRISTIANSON: We can c e r t a i n l y pause. We'll 

19 probably break i n several minutes. We might get done w i t h 

0̂ the cross of the witness. We'll see. 

(Pause.) 

:>•> JUDGE CHRISTIANSON: We can be shown as o f f the 

2:i record. 

$1 (Discussion o f f the record. 

2", 
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1 JUDGE CHRISTIANSON: Let's be back on the record. 

2 Mr. Haynes then i s done w i t h h i s examination, and we 

3 can go w i t h Small Business and probably break a f t e r Small 

4 Business f o r the morning break, 

5 Go ahead. 

6 MS. MOURY: Thank you, Your Honor. 

7 JUDGE CHRISTIANSON: I f you take a long time, w e ' l l 

8 break before you're done, obviously. 

9 MS. MOURY: A l l r i g h t . 

10 CROSS-EXAMINATION 

11 BY MS. MOURY: 

12 Q. Good morning, Mr. Kleha. 

13 A. Good morning. 

14 Q. My name i s Karen Moury. I'm w i t h the O f f i c e of 

15 Small Business Advocate. 

16 Through discovery, Mr. Kleha, we asked you t o provide 

17 summaries of a l l i n t e r i m cost a l l o c a t i o n studies performed 

18 by PP&L between the l a s t base r a t e f i l i n g and t h i s case, and 

19 what you provided were studies you had f i l e d i n the i n t e r i m ; 

20 i s t h a t correct? 

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

22 Q. And none of those contain any Pennsylvania r a t e 

23 class a l l o c a t i o n s ; i s t h a t correct? 

24 A. Not r a t e classes; t h a t ' s c o r r e c t . 

25 Q. Did you or anyone at PP&L prepare any i n t e r i m 
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1 studies of Pennsylvania class rates of r e t u r n between the 

2 l a s t base r a t e case and t h i s one? 

3 A. Not f u l l cost a l l o c a t i o n s t u d i e s , no. 

4 Q. You d i d , i n response t o Mr. Haynes, mention some 

5 ana l y s i s t h a t you d i d perform. What e x a c t l y would t h a t 

6 show? 

7 A. B a s i c a l l y , l o o k i n g a t book i n f o r m a t i o n , which 

8 would be any p a r t i c u l a r period; you could look a t a quarter 

9 or a year or half-a-year, whatever p e r i o d you chose t o 

10 i d e n t i f y . You b a s i c a l l y look a t the books of the company 

11 and make some assumptions as t o what the costs are f o r each 

12 customer group based upon some h i s t o r i c a l demands and 

13 energies t h a t would have been in c u r r e d . 

14 So b a s i c a l l y what you would do i s you'd say, okay, I 

15 have calendar 1990 data, f o r example, and I have f u l l demand 

16 a l l o c a t i o n s and energy a l l o c a t i o n s t h a t were performed f o r 

17 my 1984 study. So I would look a t my book i n f o r m a t i o n and I 

18 would b a s i c a l l y say, okay, i f a l l t h i n g s are equal, and I 

19 assume the same k i n d of a l l o c a t i o n s , these are the k i n d of 

20 r e s u l t s I would get. 

21 So t o me i t ' s not a cost a l l o c a t i o n study. I t ' s k i n d 

22 of a review as you're moving forward i n time t o see i f there 

23 are any s i g n i f i c a n t a b e r r a t i o n s . 

24 JUDGE CHRISTIANSON: I t might be h e l p f u l f o r you t o 

25 say why you do i t . Just t o keep your hand i n or 
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1 THE WITNESS: B a s i c a l l y , t o keep your hand i n i t and 

2 t o have some i n d i c a t i o n of how your costs are being i n c u r r e d 

3 and i f they're 

4 JUDGE CHRISTIANSON: I f there's a r e a l l o s e r t h e r e , I 

5 guess. 

6 THE WITNESS: Well, i f you have some s i g n i f i c a n t 

7 changes i n your costs, i n your cost s t r u c t u r e . You may have 

8 a change i n your energy cost t h a t i s more s i g n i f i c a n t than 

9 you had i n 1984 when we performed the l a s t cost study, and 

10 you want t o b a s i c a l l y see how t h a t f a l l s out. 

11 JUDGE CHRISTIANSON: That's f i n e f o r me. Go ahead, 

12 counsel. 

13 BY MS. MOURY: 

14 Q. Would any of those reviews t h a t you performed 

15 have any i n f o r m a t i o n about the r a t e of r e t u r n being provided 

16 by the GS-1 class a t any given time? 

17 JUDGE CHRISTIANSON: I t ' s not of a q u a l i t y you would 

18 present i n a r a t e case, I guess. 

19 THE WITNESS: C e r t a i n l y not. I t ' s not an inch t h i c k , 

20 Your Honor. 

21 I ' m n o t su re whe the r you s a i d GS-1? 

22 BY MS. MOURY: 

23 Q. Yes. 

24 A. I'm not sure i f GS-1 was separated from GS-3 or 

25 whether i t was j u s t k i n d of an aggregate group. I honestly 
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1 don't remember e x a c t l y how we d i d a l l of them. 

2 Q. Under the cost study provided i n t h i s case, at 

3 present r a t e s , you would agree, would you not, t h a t the GS-1 

4 class i s shown t o provide a r e t u r n t h a t i s twice the system 

5 average return? 

6 A. Under present conditions? 

7 Q. Right. 

8 A. Yes. 

9 Q. Do you know how long t h a t has been the case? 

10 JUDGE CHRISTIANSON: I t s t a r t e d ten years ago. 

11 THE WITNESS: I don't have the 1984 cost study w i t h 

12 me. I don't remember what i t was at t h a t p o i n t i n time. 

13 But again, as I i n d i c a t e d t o Mr. Haynes, a cost a l l o c a t i o n 

14 study done f o r any p a r t i c u l a r period of time i s subject t o 

15 the costs and the usage and a l l of the f a c t o r s t h a t would 

16 change i n any given time period. So i f we looked a t the 

17 same i n f o r m a t i o n f o r 1990, i t might not have shown t h a t same 

18 r e s u l t . I j u s t don't I can't r e c a l l . 

19 JUDGE CHRISTIANSON: You j u s t don't know what the 

20 r e s u l t might have been, i f they had a r e s u l t . 

21 THE WITNESS: Correct. 

22 BY MS. MOURY: 

23 Q. Now, I bel i e v e you d i d a c t u a l l y , i n the 

24 discovery response, provide us w i t h the r e s u l t s i n 1984, but 

25 as I understand, t h a t would have been the study as f i l e d 
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1 w i t h your case and not one t h a t was performed a f t e r the 

2 ra t e s were implemented and those rates may have been 

3 d i f f e r e n t than whatever were proposed; i s t h a t correct? 

4 A. The rates i n the l a s t case are d i f f e r e n t than 

5 the ra t e s proposed today? 

6 Q. No. I'm sorry. You mentioned the r e s u l t s of 

7 the 1984 study, t h a t you d i d n ' t have those w i t h you, --

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

9 Q. but you might be able t o have those, and I 

10 i n d i c a t e d t o you t h a t we d i d i n f a c t ask f o r those, and we 

11 have those. 

12 A. Okay. 

13 Q. But my concern, and I wanted t o ask you about 

14 t h a t , i s the r e s u l t s t h a t you provided us f o r the 1984 case 

15 would be the class r a t e of r e t u r n r e s u l t s had your proposed 

16 rates i n t h a t case been implemented. 

17 JUDGE CHRISTIANSON: I n my memory we d i d not f o l l o w 

18 the PP&L recommendation. 

19 MS. MOURY: And t h a t ' s what I'm kin d of g e t t i n g a t . 

20 BY MS. MOURY: 

21 Q. I t ' s a t l e a s t possible -- I guess I could ask: 

22 i s i t at l e a s t possible t h a t the rates t h a t were implemented 

23 a f t e r the 1984 r a t e case would have produced d i f f e r e n t class 

24 r e s u l t s than what you proposed? 

25 A. Than what was proposed. 
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1 Q. Right. 

2 A. Yes. That i s t r u e . 

3 JUDGE CHRISTIANSON: I t ' s very l i k e l y . 

4 THE WITNESS: That's c o r r e c t , Your Honor. 

5 BY MS. MOURY: 

6 Q. I s there anything t h a t you can provide t o the 

7 O f f i c e of Small Business Advocate from the 1984 case t o the 

8 1994 case t h a t would i n d i c a t e where the GS-1 class was? 

9 JUDGE CHRISTIANSON: Would your compliance f i l i n g 

10 have done anything t o show the status? 

11 THE WITNESS: That's what I'm t h i n k i n g about, Your 

12 Honor, but I can't r e c a l l o f f the top of my head. 

13 JUDGE CHRISTIANSON: I j u s t don't know how those 

14 animals work. They don't r e a l l y do t h a t . 

15 MR. MacGREGOR: The compliance f i l i n g would not. We 

16 w i l l look and see i f we have anything. I don't t h i n k we do, 

17 but i f we do -- w e ' l l go back and check and w e ' l l provide 

18 whatever we have. 

19 JUDGE CHRISTIANSON: And t r y t o get back yea or nay 

20 w i t h i n ten days. Probably you can get the d e t a i l s . 

21 MR. MacGREGOR: Oh, we can do i t sooner than t h a t . 

22 JUDGE CHRISTIANSON: Yes. I t ' s on a shelf there or 

23 i n a computer there somewhere. But they're not sure what 

24 they can get f o r you. 

25 MS. MOURY: A l l r i g h t . 
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1 BY MS. MOURY: 

2 Q. Mr. Kleha, was "there any i n f o r m a t i o n of t h i s 

3 s o r t provided i n response t o discovery i n the f e d e r a l 

4 a n t i t r u s t l i t i g a t i o n ? 

5 A. I have no knowledge of t h a t . 

6 JUDGE CHRISTIANSON: One t h i n g , counsel, you're j u s t 

7 t a l k i n g about GS-1 now? I f they don't i s o l a t e GS-1, you 

8 don't want t o have i t ? How broad i s --

9 MS. MOURY: GS-1 and GS-3 would be the only classes I 

10 would be p a r t i c u l a r l y i n t e r e s t e d i n . 

11 JUDGE CHRISTIANSON: Say i f you've got any general 

12 stu d i e s , but focus on those two classes, obviously, i n 

13 responding t o her. And then again, probably most of the 

14 people i n the room are i n t e r e s t e d . 

15 MR. MacGREGOR: We'll supply the data response t o a l l 

16 the p a r t i e s , Your Honor, t o the extent we have anything. 

17 JUDGE CHRISTIANSON: Yes. 

18 Go ahead. 

19 MS. MOURY: Thank you. 

20 BY MS. MOURY: 

21 Q. Mr. Kleha, i f you would t u r n t o JMK-2, I 

22 b e l i e v e , page 197. Now, am I c o r r e c t , Mr. Kleha, t h a t what 

23 you're computing here are a l l o c a t o r s f o r c e r t a i n components 

24 of customer-related costs? 

25 A. That's c o r r e c t . 
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1 Q. Am I also c o r r e c t t h a t you've applied d i f f e r e n t 

2 weightings t o the d i f f e r e n t types of phase service based on 

3 cost estimates? 

4 A. Based on a review of the i n f o r m a t i o n i n our 

5 accounting systems, yes. 

6 Q. Focusing on the column f o r the GS-1 class, would 

7 you agree t h a t the single-phase customers tend t o be smaller 

8 than the three-phase customers? 

9 A. I t h i n k on a general basis t h a t ' s probably t r u e , 

10 but Mr. Kasper knows more about the customers than I do. 

11 Q. Would i t be f a i r t o s t a t e t h a t the smaller GS-1 

12 customers are responsible f o r a smaller d o l l a r value of 

13 customer costs, per customer, than l a r g e r customers? 

14 A. I don't know t h a t t h a t ' s n e c e s s a r i l y t r u e . I 

15 t h i n k the size of the customer probably doesn't r e a l l y 

16 d i c t a t e how much you have t o put i n service t o serve him. 

17 I t may d i c t a t e c e r t a i n l y the size and maybe the cost of some 

18 of the t h i n g s , but you would have the same f a c i l i t i e s . 

19 Q. But a single-phase customer would be less 

20 expensive t o serve than a three-phase customer; i s t h a t 

21 correct? 

22 JUDGE CHRISTIANSON: As f a r as what i s dedicated t o 

23 t h a t customer only you're t a l k i n g about? 

24 MS. MOURY: Yes. 

25 JUDGE CHRISTIANSON: I t ' s i n t u i t i v e t h a t i t would be, 
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1 but go ahead and be c a r e f u l i n your response. 

2 THE WITNESS: Well, c e r t a i n l y a single-phase 

3 customer, the conductor size would c e r t a i n l y be smaller, so 

4 from t h a t standpoint i t would be less cost from t h a t 

5 p a r t i c u l a r aspect, but i t doesn't matter whether he's a 

6 single-phase, two-phase or three-phase customer w i t h regard 

7 t o other f a c i l i t i e s such as b i l l i n g --

8 JUDGE CHRISTIANSON: Like meters and s t u f f l i k e t h a t . 

9 THE WITNESS: They're a l l the same. 

10 JUDGE CHRISTIANSON: Go ahead. 

11 BY MS. MOURY: 

12 Q. Let's go t o page 192 then, because I t h i n k t h a t 

13 deals w i t h meters. Again, focusing on GS-1, I note t h a t 

14 most of those customers f a l l i n t o meter types "A" and "D". 

15 Would you agree w i t h t h a t , t h a t the grea t e s t number of 

16 customers f a l l i n t o meter types "A" and "D" i n the GS-1 

17 class? 

18 A. Yes, t h a t ' s what t h a t would i n d i c a t e . 

19 Q. And meter "A", i s t h a t the basic r e s i d e n t i a l 

20 meter? 

21 A. I'm not c e r t a i n of t h a t . I believe i t ' s 

22 c o r r e c t . 

23 Q. Maybe t h i s i s more a p p r o p r i a t e l y d i r e c t e d t o Mr. 

24 Kasper. Would you consider the smaller GS-1 customers t o be 

25 the ones w i t h "A" meters? 

C O M M O N W E A L T H R E P O R T I N G C O M P A N Y (717) 761 -7150 



613 

1 A. I probably would, but — 

2 Q. A l l r i g h t . 

3 MR. MacGREGOR: Maybe we should defer t h a t t o Mr. 

4 Kasper, i f you could, j u s t so we don't c l u t t e r up the 

5 record. 

6 JUDGE CHRISTIANSON: Matter of f a c t , i f Mr. Kasper 

7 doesn't have the answer, the company could probably 

8 undertake t o respond. 

9 MR. MacGREGOR: C e r t a i n l y . 

10 JUDGE CHRISTIANSON: I guess as a general matter the 

11 smaller customer would probably have a lower immediate cost 

12 of servi c e , but again, the witness i s being c a r e f u l . He's 

13 under oath so he wants t o be c a r e f u l . 

14 THE WITNESS: Yes. 

15 MS. MOURY: I t h i n k I'm going t o defer a number of my 

16 other questions t o Mr. Kasper because they're k i n d of 

17 follow-ups on t h a t . I t h i n k I only have one other area f o r 

18 Mr. Kleha, maybe two. 

19 BY MS. MOURY: 

20 Q. Mr. Kleha, regarding PP&L's conversion t o a 

21 minimum size c l a s s i f i c a t i o n system f o r d i s t r i b u t i o n p l a n t , 

22 how do you respond or how do you intend t o respond t o the 

23 concern t h a t the minimum size method overstates the 

24 a l l o c a t i o n of costs t o c e r t a i n classes because of i t s 

25 demand-carrying c a p a b i l i t i e s ? 
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1 A. Well, l e t me j u s t say t h a t PP&L, except f o r i t s 

2 1984 r a t e f i l i n g , d i d use a minimum system study p r e v i o u s l y , 

3 so t h i s i s not a departure from, i t ' s b a s i c a l l y a r e t u r n t o , 

4 the approach t h a t PP&L had used i n the past; and t h a t the 

5 study t h a t was performed i n the 1984 proceeding was 

6 b a s i c a l l y an attempt t o be co n s i s t e n t w i t h the approach t h a t 

7 was put forward by some other p a r t i e s i n the 1983 

8 proceeding. 

9 B a s i c a l l y , the approach t h a t was used a t t h a t p o i n t 

10 i n time, which i s what we c a l l e d a modified aero i n t e r c e p t 

11 or, i n our vernacular, an ER an a l y s i s , b a s i c a l l y an ana l y s i s 

12 of our p l a n t and property records, we looked at simply a 

13 subset of the t o t a l minimum system study a t t h a t p o i n t i n 

14 time. So they have a l l been a minimum system study. We 

15 haven't departed. 

16 B a s i c a l l y , my response i s t h a t w h i l e i t ' s t r u e there 

17 can be considered t o be some l o a d - c a r r y i n g c a p a b i l i t y i n the 

18 minimum system f a c i l i t i e s , by design t h e r e has t o be some 

19 l o a d - c a r r y i n g c a p a b i l i t y because you're p r o v i d i n g f a c i l i t i e s 

20 i n place t o serve a customer so t h a t they can have 

21 instantaneous demand a v a i l a b l e t o them. So you need some 

22 c a p a b i l i t y . 

23 Now, one has t o look at the minimum system study then 

24 i n conjunction w i t h how i t i s u t i l i z e d i n the design of 

25 r a t e s , and i t provides a guide t o the r a t e designer as t o 
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1 how he can apportion h i s cost such t h a t he would c o l l e c t 

2 some p r o p o r t i o n a t e share of the i d e n t i f i e d customer costs 

3 from a minimum system study through the customer charge. 

4 Q. F i n a l l y , i n response t o OCA discovery you've 

5 i n d i c a t e d t h a t the costs f o r various community programs are 

6 included i n the customer service account and are a l l o c a t e d 

7 using C-10, t o t a l customers. 

8 A. That's r i g h t ; customers. 

9 Q. Now, could you j u s t confirm t h a t the $500,000 i n 

10 costs f o r the small business program are s i m i l a r l y 

11 allocated? 

12 A. Yes. 

13 MS. MOURY: Thank you. 

14 That's a l l I have, Your Honor. 

15 JUDGE CHRISTIANSON: Fine. Then probably a t t h i s 

16 p o i n t i t ' s l o g i c a l t o take about a ten-minute break or so, 

17 and w e ' l l be o f f the record. 

18 (Recess. ) 

19 JUDGE CHRISTIANSON: We might as w e l l go ahead and be 

20 back on the record. 

21 I guess the I n d u s t r i a l s are next. 

22 MR. KLEPPINGER: Thank you, Your Honor. 

23 CROSS-EXAMINATION 

24 BY MR. KLEPPINGER: 

25 Q. Good morning, Mr. Kleha. 
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1 A. Good morning, Mr. Kleppinger. 

2 Q. I would l i k e t o begin on page 6 of your 

3 testimony where you l i s t the fo u r primary considerations f o r 

4 using the 12 CP method. Let's s t a r t a t the second one where 

5 you i n d i c a t e t h a t PP&L's i n s t a l l e d capacity o b l i g a t i o n t o 

6 the PJM In t e r c o n n e c t i o n i s a primary c o n s i d e r a t i o n f o r your 

7 use of the 12 CP; correct? 

8 A. Yes. 

9 Q. Now, you then discuss j u s t s o r t of g e n e r a l l y Mr. 

10 S i p i c s ' testimony on how t h a t o b l i g a t i o n i s defined. Would 

11 you agree w i t h me t h a t the r e s u l t of t h a t c a l c u l a t i o n i s 

12 t h a t PP&L has an o b l i g a t i o n t o the PJM t o maintain at l e a s t 

13 a 12 percent reserve margin over i t s w i n t e r peak? 

14 A. For minimum r e l i a b i l i t y purposes, yes. 

15 Q. And by d e f i n i t i o n , based on what we've heard 

16 e a r l i e r today, i f i n f a c t PP&L has maintained or i s 

17 ma i n t a i n i n g a 12 percent reserve margin over i t s w i n t e r 

18 peak, i t also has enough capacity t o s a t i s f y i t s o b l i g a t i o n 

19 t o PJM f o r the remaining 12 months of the year where i t s 

20 w i n t e r peak does not occur -- remaining 11 months. Excuse 

21 me. 

22 A. I t h i n k , as Mr. Sip i c s t e s t i f i e d , the 12 percent 

23 i s f o r the annual period, so yes, t h a t would be c o r r e c t . 

24 Q. A t h i r d c o n s i d e r a t i o n t h a t you r a i s e on page 7 

25 i s t h a t the 12 CP recognises seasonal class d i v e r s i t y ; 
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1 correct? 

2 A. Yes. 

3 Q. Now, i f you know, Mr. Kleha, when PP&L i s making 

4 a dec i s i o n as t o whether or not t o con s t r u c t a d d i t i o n a l 

5 generating capacity, i s a primary determinant i n t h a t 

6 de c i s i o n whether i t has s u f f i c i e n t capacity t o meet i t s 

7 w i n t e r peak or whether class d i v e r s i t y i s being recognised? 

8 A. I don't know the answer. I t h i n k Mr. S i p i c s i s 

9 probably a b e t t e r person t o respond t o PP&L's resource mix. 

10 Q. I t i s your testimony t h a t you've r e f l e c t e d these 

11 class d i v e r s i t i e s through u t i l i z a t i o n of the 12 CP; correct? 

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

13 Q. I s t h a t r e f l e c t i o n based on your understanding 

14 of the operating c h a r a c t e r i s t i c s of PP&L on how seasonal 

15 d i v e r s i t y i s recognised, or i s i t more of a planning 

16 perspective of how seasonal d i v e r s i t y i s recognised? I'm 

17 t r y i n g t o d i s t i n g u i s h between operating and planning, i f you 

18 w i l l . 

19 A. I t h i n k i t ' s probably leaning a l i t t l e heavier 

20 towards the operating. 

21 Q. Now, the f o u r t h c o n s i d e r a t i o n t h a t you r a i s e i s 

22 discussed a t the bottom of page 7 and over t o page 8, and 

23 you i n d i c a t e t h a t the 12 CP method r e f l e c t s a c t u a l PP&L 

24 system operating c o n d i t i o n s a t l i n e 2 on page 8; correct? 

25 A. Yes. 
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1 Q. Again, i f you know, from a standpoint of making 

2 a dec i s i o n of when PP&L needs a d d i t i o n a l generating 

3 capacity, i s i t PP&L's system operating c o n d i t i o n s or PP&L's 

4 system planning c o n d i t i o n s t h a t generate the need f o r t h a t 

5 new capacity? 

6 A. Again, I t h i n k Mr. Sip i c s i s probably the b e t t e r 

7 person t o respond t o t h a t . 

8 Q. Based on your responses then t o the t h i r d and 

9 f o u r t h considerations t h a t you address i n your testimony, I 

10 take i t t h a t f o r cost a l l o c a t i o n purposes your focus i s more 

11 on the operating c o n d i t i o n s of the u t i l i t y as opposed t o the 

12 planning c o n d i t i o n s of the u t i l i t y ? 

13 A. Yes. 

14 Q. Next, Mr. Kleha, I would l i k e t o discuss f o r a 

15 moment your treatment of i n t e r r u p t i b l e load i n the cost 

16 study, and I w i l l t r y not t o be r e p e t i t i v e of what other 

17 attorneys have asked you today. 

18 Am I c o r r e c t t h a t the l e v e l of the i n t e r r u p t i b l e load 

19 t h a t you have used i n the cost study f o r c a l c u l a t i n g the 

20 second step of your approach i s the 287 megawatts? 

21 A. Yes. 

22 Q. You were w i t h us l a s t week when Mr. Sip i c s was 

23 cross-examined, were you not? 

24 A. Yes, I was. 

25 Q. Do you r e c a l l Mr. S i p i c s t e s t i f y i n g t o a 
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1 capacity equivalent value associated w i t h t h a t 287 

2 megawatts? 

3 A. Yes, I do. 

4 Q. Do you r e c a l l t h a t t h a t value was defined then 

5 i n terms of being 345 megawatts f o r planning purposes? 

6 A. I r e c a l l t h a t number, yes. 

7 Q. I would l i k e t o then move t o your use of a 

8 c u r r e n t value of new peaking capacity referenced a t page 9, 

9 l i n e 15 t o 16, of your testimony. That value i s what you 

10 u t i l i z e d i n the second step of your analysis? 

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

12 Q. And t h a t value was applied t o 287 megawatts? 

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

14 Q. Mr. Kleha, I would l i k e t o show you an 

15 i n t e r r o g a t o r y answer, which i s OTS-RB-50. I t i s a response 

16 by Mr. Sip i c s and Sl i v k a . I would l i k e t o c a l l your 

17 a t t e n t i o n t o page 3 of 3 where a d e f i n i t i o n of capacity 

18 equivalent value i s provided. 

19 MR. KLEPPINGER: I ' l l show t h a t t o counsel. 

20 (Document handed t o Counsel MacGregor.) 

21 (Pause. ) 

22 (Document handed t o witness.) 

23 THE WITNESS: Where you have the l i n e ? 

24 BY MR. KLEPPINGER: 

25 Q. Yes. I j u s t bracketed the reference so t h a t you 
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1 could l o c a t e i t . 

2 Mr. Kleha, could you please read f o r the record how 

3 the company i s d e f i n i n g capacity equivalent value? 

4 A. I t h i n k t h i s i s w i t h regard t o f o r PJM purposes, 

5 but i t says, "This capacity equivalent value represents the 

6 amount of capacity PP&L does not have t o i n s t a l l because the 

7 load can be i n t e r r u p t e d . " 

8 Q. And t h a t ' s the end of the quotation? 

9 A. That's r i g h t . 

10 Q. I n your cost study are you not attempting t o 

11 r e f l e c t , w i t h the 287 megawatts, the amount of capacity t h a t 

12 can be deferred by PP&L due t o the presence of the 

13 i n t e r r u p t i b l e load? 

14 A. No. I t h i n k what we're t r y i n g t o do here r i g h t 

15 now i s apples and oranges. What Mr. S i p i c s apparently i s 

is discussing i n t h a t response t o t h a t i n t e r r o g a t o r y i s t h a t 

17 f o r PJM i n s t a l l e d capacity accounting purposes, the amount 

18 of i n t e r r u p t i b l e load t h a t a u t i l i t y suggests t h a t i t has 

19 a v a i l a b l e has some capacity equivalent value, and t h a t i s 

20 the amount of the i n t e r r u p t i b l e load claimed plus the 

21 a p p l i c a b l e reserve margin, which would be about -- you would 

22 m u l t i p l y the i n t e r r u p t i b l e load by 120 percent, or 1.2. 

23 For purposes of cost a l l o c a t i o n what we have 

24 suggested here i s t h a t i n the f u t u r e t e s t year, i n the 

25 a l l o c a t i o n of cost, we t y p i c a l l y under the 12 CP method look 
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1 a t the coi n c i d e n t peak demand r e s p o n s i b i l i t y of each 

2 customer class f o r a l l o c a t i n g production and transmission-

3 r e l a t e d f a c i l i t i e s ; and the 287 megawatts represents the 

4 c o i n c i d e n t peak r e s p o n s i b i l i t y of the i n t e r r u p t i b l e 

5 customers, t h e i r t o t a l c o i n c i d e n t peak demand as p r o j e c t e d 

6 f o r the f u t u r e t e s t year, minus t h e i r f i r m c o n t r a c t demand 

7 t o produce the non-coincident peak demand, which would be 

8 the 287 megawatts. 

9 So I t h i n k on the one hand we're t a l k i n g about 

10 i n s t a l l e d capacity accounting on the PJM system versus the 

11 amount of capacity recognised as the c o i n c i d e n t peak 

12 i n t e r r u p t i b l e load f o r those i n t e r r u p t i b l e load customers, 

13 or i n t e r r u p t i b l e s e rvice customers. 

14 Q. I f the company does not need t o i n s t a l l peaking 

15 capacity t o meet the 287 megawatts of i n t e r r u p t i b l e load, 

16 would i t f o l l o w t h a t the company also does not have t o 

17 maintain a 20 percent reserve margin on t h a t 287 megawatts 

18 of i n t e r r u p t i b l e load? 

19 A. I f we were discussing simply the PJM i n s t a l l e d 

20 accounting c a l c u l a t i o n I would say yes, but f o r purposes of 

21 the cost a l l o c a t i o n , the 20 percent reserve margin i s 

22 i n a p p r o p r i a t e t o be u t i l i z e d . 

23 Q. On page 9 of your testimony, at l i n e s 2 t o 3, 

24 you are using the term "equivalent peaking capacity value," 

25 and you have t h a t reference i n quotations. Do you see that? 
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1 A. That's c o r r e c t . That was my terminology as I 

2 used i t i n my testimony. I d i d n ' t see the response t o t h a t 

3 i n t e r r o g a t o r y , obviously, because i t wasn't propounded when 

4 I was p u t t i n g together my testimony. 

5 Q. And I take i t t h a t your d e f i n i t i o n t h a t you have 

6 used of "equivalent peaking capacity value" i n your 

7 testimony i s not equivalent t o the d e f i n i t i o n t h a t you read 

8 i n t o the record p r e v i o u s l y f o r "capacity equivalent value"? 

9 A. That's c o r r e c t , because they're two d i f f e r e n t 

10 items. 

11 Q. And yet i n your cost study when you d i d attempt 

12 t o value the i n t e r r u p t i b l e load, you valued t h a t using a 

13 $300 per kW of peaking capacity provided t o you by Mr. 

14 S i p i c s ; i s n ' t t h a t correct? 

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

16 Q. When preparing the cost of service study on the 

17 revenue side, would I be c o r r e c t t h a t any customer class 

18 t h a t has i n t e r r u p t i b l e load would have f o r i t s revenues the 

19 a c t u a l revenues provided t o the company, and included i n 

20 those revenues e f f e c t i v e l y would be the c r e d i t t h a t i t 

21 receives f o r the i n t e r r u p t i b l e service t h a t i t takes; the 

22 f u l l amount of the c u r r e n t c r e d i t i n the LP-5 o p t i o n a l 

23 i n t e r r u p t i b l e t a r i f f i s r e f l e c t e d i n the revenues t h a t are 

24 i n your cost study? 

25 A. I be l i e v e t h a t ' s c o r r e c t . 
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1 Q. I would next l i k e t o t u r n t o the n o n - u t i l i t y 

2 generation a l l o c a t i o n i n your cost study, and i f you could 

3 f o r the moment r e f e r t o your E x h i b i t JMK-2 at l i n e 10. 

4 A. What page was t h a t , s i r ? 

5 Q. I'm sorry. I d i d n ' t give you the page, I don't 

6 t h i n k . Page 19, l i n e 10. 

7 Do you have t h a t , Mr. Kleha? 

8 A. I sure do. 

9 Q. This i s the l i n e item which a l l o c a t e s the 

10 purchase of energy from n o n - u t i l i t y generators; correct? 

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

12 Q. I t i n d i c a t e s here t h a t i t i s a l l o c a t e d on A-l-A 

13 a l l o c a t o r . 

14 A. That's only t o the three c o n t r a c t s shown on t h a t 

15 p a r t i c u l a r page, i n Section 3, Part 1, of the cost 

16 a l l o c a t i o n study. As you r e c a l l from my discussion w i t h Ms. 

17 McCloskey t h i s morning, there are c o n t r a c t percentages 

18 u t i l i s e d t o a l l o c a t e costs t o the bulk power contr a c t s t h a t 

19 PP&Ig has i n place, and t h a t ' s what you see there. That 

20 a l l o c a t o r represents the a l l o c a t i o n of c e r t a i n costs t o 

21 those bulk power c o n t r a c t s , i f appropriate, and i n t h a t case 

22 A-l-A would i n d i c a t e t h a t no costs are a l l o c a t e d t o those 

23 p a r t i c u l a r groups because of the way the c o n t r a c t i s 

24 s t r u c t u r e d . 

25 Q. For n o n - u t i l i t y generation costs assigned t o 
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1 your r e t a i l customers 

2 A. Okay. You would have t o go t o Part 3, and we 

3 would be l o o k i n g at page 67. As you can see on l i n e 10, 

4 t h a t ' s a s l i g h t l y lower number than was shown on page 19 

5 because a p o r t i o n of those costs i s assigned t o PP&L's FERC 

6 j u r i s d i c t i o n a l requirements customers, the m u n i c i p a l i t i e s , 

7 C i t i z e n s E l e c t r i c , UGI E l e c t r i c . 

8 Q. What a l l o c a t o r i s used i n your cost study t o 

9 a l l o c a t e the $219,813,000 of n o n - u t i l i t y generation costs t o 

10 your customer class? 

11 A. EG-10, which i s an energy a l l o c a t o r . 

12 Q. Does $219,813,000 r e f l e c t the t o t a l amount of 

13 n o n - u t i l i t y generation purchased power costs a l l o c a t e d t o 

14 your r e t a i l customers? 

15 A. I t ' s the t o t a l amount of costs but i t doesn't --

16 l i n e 10 on page 67 and 68 does not represent the t o t a l 

17 p i c t u r e of how i t i s a l l o c a t e d t o a l l the customer groups. 

18 Line 10 on page 67 and 68 i s simply the amount of non-

19 u t i l i t y generation costs t h a t PP&L has or w i l l i n c u r f o r the 

20 f u t u r e t e s t year ended September of l95. 

21 As you know, we make payments t o n o n - u t i l i t y 

22 generators on an energy-only basis. That's why the costs 

23 are shown here as a l l o c a t e d on a pure energy approach. 

24 However, i n E x h i b i t Future 1 --

25 THE WITNESS: Do you have t h a t , Your Honor, Future 1? 
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1 JUDGE CHRISTIANSON: Go ahead. I d i d n ' t b r i n g i t 

2 w i t h me. 

3 THE WITNESS: Future 1, Schedule D-3, page --

4 BY MR. KLEPPINGER: 

5 Q. Nine. 

6 A. Nine. Thank you. That shows t h a t c o n s i s t e n t 

7 w i t h the settlement agreement t h a t was reached between PP&L 

8 and a number of p a r t i e s i n complaints f i l e d against several 

9 of PP&L's ECR energy cost r a t e f i l i n g s , t h a t PP&L has 

10 i d e n t i f i e d or has placed i n i t s t a r i f f a p r o v i s i o n t o create 

11 a proxy f o r a demand component of i t s n o n - u t i l i t y generation 

12 costs and a l l o c a t e t h a t proxy amount on a demand basis. 

13 So b a s i c a l l y what happens i s t h a t i n terms of the 

14 r a t e proposal before the Commission today, PP&L has proposed 

15 t o r o l l i n t o i t s base cost of energy a l l of i t s energy-

16 r e l a t e d costs; however, i n the s p i r i t of the settlement 

17 agreement t h a t was accepted by the Commission i n 1994, the 

18 company has proposed t o continue c r e a t i n g the demand proxy 

19 p o r t i o n of the n o n - u t i l i t y generator payments and t o assign 

20 t h a t t o the f o u r customer groupings shown on Schedule D-3, 

21 page 9, r e s i d e n t i a l , general service, LP-4 and LP-5, on a 

22 demand basis c o n s i s t e n t w i t h t h a t settlement. 

23 Q. To t r y t o i n t e r p o l a t e t h a t l a s t answer, are you 

24 t e l l i n g us t h a t you f i r s t r o l l e d i n t o the cost study a l l 

25 n o n - u t i l i t y generation costs in c u r r e d by r e t a i l customers on 
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1 an energy basis? 

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

3 Q. Then you r o l l e d out, i f you w i l l , the demand 

4 component associated w i t h those n o n - u t i l i t y generation 

5 purchases t h a t were p r e v i o u s l y defined i n the settlement 

6 reached on the ECR complaint cases? 

7 A. That's c o r r e c t . The approach t h a t has been 

8 u t i l i z e d i n the cost a l l o c a t i o n study and i n pr e p a r a t i o n of 

9 Schedule D-3 i n t h i s case i s co n s i s t e n t w i t h the same 

10 a p p l i c a t i o n of charging t o the various customers t h a t the 

11 ECR i t s e l f would produce. 

12 Q. I guess the question, Mr. Kleha, i s whether or 

13 not you have r o l l e d i n costs i n t o the cost study on the non-

14 u t i l i t y generation on an energy basis and r o l l e d out 

15 revenues, i f you w i l l , on a s p l i t energy and demand basis? 

16 A. That's c o r r e c t . So t h a t the r e s u l t would look 

17 e x a c t l y the same as i f a l l the d o l l a r s had remained i n the 

18 ECR c a l c u l a t i o n . 

19 Q. I s the company then also committing t o 

20 c o n t i n u i n g the u t i l i z a t i o n of the demand/energy s p l i t of 

21 n o n - u t i l i t y generation purchases i n subsequent ECR f i l i n g s 

22 t o t h i s base r a t e case? 

23 A. Yes. Consistent w i t h t h a t settlement agreement 

24 we discussed. 

25 Q. When you looked at the class revenues t h a t are 
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1 included i n the cost study on the n o n - u t i l i t y generation 

2 issue, d i d you include f o r cost study purposes the revenues 

3 t h a t are shown on E x h i b i t D-3 f o r each of the f o u r customer 

4 groups? 

5 A. Yes, s i r . 

6 Q. So t h a t the revenues t h a t are i n the cost study 

7 t h a t were r o l l e d i n from the ECR c a l c u l a t i o n are revenues 

8 which were generated u t i l i s i n g the demand/energy s p l i t of 

9 the n o n - u t i l i t y generation? 

10 A. For t h a t proxy amount of n o n - u t i l i t y generation, 

11 yes. 

12 Q. I f the revenues were r o l l e d i n w i t h t h a t 

13 demand/energy a l l o c a t i o n but the costs were r o l l e d i n on a 

14 100 percent energy basis, aren't the revenues f o r a class 

15 l i k e LiP-5 lower i n the cost study than i f the revenues had 

16 been r o l l e d i n on a 100 percent energy basis? 

17 A. No, and i f I misled you, I'm sorry. The 

18 revenues t h a t are shown i n the cost study r e f l e c t the 

19 revenues from each p a r t i c u l a r customer class, and the 

20 revenue s t r u c t u r e shown on Schedule D-3, page 9, which shows 

21 the a l l o c a t i o n on a demand basis of a component of the non-

22 u t i l i t y generation costs, those revenues are what are 

23 included f o r each customer group, but they are i n -- t h a t 

24 p o r t i o n of the d o l l a r s would be included i n the ECR 

25 component of the company's schedule of revenues. 
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1 Q. So i f we go back t o an item t h a t we discussed 

2 l a s t week on page 83 of your cost study, l i n e 4 again, 

3 we're i n JMK-2, page 83. 

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

5 Q. You're t e l l i n g me t h a t t h a t l i n e represents 

6 revenues on a customer class basis t h a t r e f l e c t the 

7 demand/energy s p l i t of n o n - u t i l i t y generation purchases? 

8 A. We're t a l k i n g about l i n e 4? 

9 Q. Yes. 

10 A. That's c o r r e c t , because as you r e c a l l from the 

11 settlement agreement, and as shown on Schedule D-3, page 9, 

12 t h a t the sum of t h a t s p l i t t o a l l the customer groups i s a 

13 net of zero, but there are v a r y i n g e f f e c t s f o r the f o u r 

14 customer groups, and as shown i n Schedule D-3, I t h i n k page 

15 4 i n d i c a t e s t h a t there were created various ECR rates f o r 

16 the f o u r customer groups coming out of the settlement. 

17 Q. I ' l l go back t o a question I t h i n k I asked 

18 before and now I'm more confused on. I f the revenues from 

19 the ECR t h a t are r e f l e c t e d on page 83 and 84 of the cost 

20 study r e f l e c t the demand/energy s p l i t on how those costs 

21 were c o l l e c t e d from customers, and i f page 67 includes the 

22 costs associated w i t h those on an energy basis, aren't 

23 c e r t a i n classes l i k e LP-5 showing a demand/energy-based 

24 revenue assignment but an energy-based cost assignment w i t h 

25 respect t o n o n - u t i l i t y generation purchases? 
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1 A. No, I don't believe so, because there are two 

2 r o l l - i n s t h a t took place. Not only i s there the r o l l - i n of 

3 cost but there i s the r o l l - i n of the revenue associated w i t h 

4 t h a t cost, and so the d o l l a r s r o l l e d i n from a cost 

5 standpoint were done on an energy basis, and the revenues 

6 associated w i t h those costs were done on an energy basis. 

7 Then what Schedule D-3, page 9, simply does i s back out the 

8 d o l l a r s assigned on an energy basis, back them out and 

9 reassign them on a demand basis. So I t h i n k the r o l l - i n s 

10 are c o n s i s t e n t ; both the revenues and the expenses were done 

11 on an energy basis, and then under the sponsorship of the 

12 settlement agreement there was the r o l l - o u t of the proxy 

13 p o r t i o n of the NOG output payments and then the reassignment 

14 of those d o l l a r s on a demand basis. 

15 Does t h a t make i t clearer? 

16 Q. I s there a l i n e item i n the cost of service 

17 study t h a t shows where t h a t reassignment on a demand basis 

18 occurs? 

19 A. I t h i n k i t ' s shown i n Schedule D-3 of E x h i b i t 

20 Future 1, which creates the base r a t e or the r a t e revenue 

21 l e v e l w i t h the r o l l - i n of the energy component, and t h a t 

22 then i s t r a n s l a t e d as the r a t e revenue f i g u r e on l i n e 3 of 

23 page 83 of JMK-2. 

24 JUDGE CHRISTIANSON: This a l l occurs because you keep 

25 your ECR on energy. 
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1 THE WITNESS: That's c o r r e c t . 

2 JUDGE CHRISTIANSON: Trying t o f i x the books, s o r t 

3 of. 

4 THE WITNESS: B a s i c a l l y , what happens, Your Honor, i s 

5 t h a t PP&L pays f o r i t s n o n - u t i l i t y generation on an energy-

6 only basis, and f o r purposes -~ 

7 JUDGE CHRISTIANSON: You're not acknowledging t h a t i t 

8 has some capacity value. 

9 THE WITNESS: No, we d i d n ' t acknowledge t h a t , Your 

10 Honor. We pay energy-only avoided-cost payments and those 

11 energy-only avoided-cost payments are recovered through 

12 PP&L's ECR on a kWH basis. 

13 I n a gl o b a l settlement t h a t took place a t -- l e t me 

14 see i f I can f i n d the docket number. 

15 JUDGE CHRISTIANSON: I'm vaguely aware of i t . 

16 THE WITNESS: — a t a docket number i n * 94, PP&L 

17 agreed as p a r t of the settlement t o create a demand 

18 component by a proxy method. I t takes the number of 

19 megawatts of capacity f o r n o n - u t i l i t y generators t h a t i t has 

20 claimed on the PJM Int e r c o n n e c t i o n and m u l t i p l i e s i t by the 

21 PJM i n s t a l l e d capacity d e f i c i e n c y r a t e t o create a proxy 

22 demand component. So i n terms of the c a l c u l a t i o n of the 

23 revenues i n t h i s proceeding, PP&L f i r s t took the d o l l a r s 

24 associated w i t h the n o n - u t i l i t y generation costs, r o l l e d i n 

25 the d o l l a r s on a cost basis, on an energy basis, r o l l e d i n 
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1 the revenues on an energy basis, then t o be con s i s t e n t w i t h 

2 the settlement agreement, backed out a p o r t i o n of the 

3 revenues and reassigned them on t h i s demand basis. So the 

4 reassignment of them doesn 't change the amount of revenues 

5 t h a t PP&L i s going t o derive, i t j u s t changes the way i n 

6 which the fo u r customer groups are going t o pay those 

7 revenues f o r t h a t p a r t i c u l a r piece. 

8 JUDGE CHRISTIANSON: And i t made Mr. Kleppinger and 

9 h i s c l i e n t s a l i t t l e b i t happier. 

10 THE WITNESS: I hope so. 

11 MR. KLEPPINGER: A l i t t l e b i t . 

12 (Laughter.) 

13 JUDGE CHRISTIANSON: Not t o t a l l y overwhelmed. 

14 MR. KLEPPINGER: Not enough t o s a t i s f y , as y o u ' l l 

15 f i n d out. 

16 BY MR. KLEPPINGER: 

17 Q. So, Mr. Kleha -- I hope t h i s i s the l a s t 

18 question on t h i s subject -- lo o k i n g a t your cost study on 

19 page 83 again of JMK-2, what you've t o l d us i s t h a t i n l i n e 

20 3 on r a t e revenue present l e v e l , f o r the customer classes 

21 t h a t are l i s t e d across t h a t l i n e , those revenues r e f l e c t 

22 a c t u a l revenues from those classes i n c l u d i n g a demand/energy 

23 s p l i t of n o n - u t i l i t y generation payments? 

24 A. Are you suggesting simply f o r the r a t e revenue 

25 l i n e ? 
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1 Q. Yes. 

2 A. Well, as I i n d i c a t e d before, the demand s p l i t of 

3 t h a t NUG output payment demand proxy i s done on l i n e 4 i n 

4 the energy revenue. 

5 Q. Okay. 

6 A. Perhaps a b e t t e r way t o say i t i s t h a t l i n e 7, 

7 which i s the t o t a l revenues from a l l of the customer groups, 

8 r e f l e c t s t h a t a l l o c a t i o n . 

9 Q. Next I would l i k e t o t u r n t o the treatment of 

10 Economic Development I n i t i a t i v e s and I n d u s t r i a l Development 

11 I n i t i a t i v e s i n the cost study. 

12 A. Yes. 

13 Q. Am I c o r r e c t t h a t the manner i n which you've 

14 handled these c r e d i t s i n the cost of service study i s t o 

15 reduce the revenues e s s e n t i a l l y received by PP&L from the 

16 classes i n which customers who are u t i l i z i n g EDI and IDI 

17 c r e d i t s reside? 

18 A. The revenues r e f l e c t the cu r r e n t b i l l i n g 

19 c o n d i t i o n s t o those customers, yes. 

20 Q. So i f we would c h a r a c t e r i z e those c r e d i t s as 

21 being a cost, i f you w i l l , t o the company, would I be 

22 c o r r e c t t h a t t h a t cost i s e s s e n t i a l l y being d i r e c t l y 

23 assigned t o the classes who are i n c u r r i n g t h a t cost f o r the 

24 company? 

25 A. I t h i n k t h a t ' s a f a i r c h a r a c t e r i s a t i o n . 
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1 Q. Now, when PP&L o r i g i n a l l y proposed the EDI and 

2 IDI c r e d i t s , do you r e c a l l as t o whether or not those 

3 c r e d i t s were intended t o b e n e f i t a l l PP&L ratepayers through 

4 the r e t e n t i o n of e x i s t i n g i n d u s t r i a l customers and the 

5 expansion of new and e x i s t i n g customers? 

6 A. I t h i n k t h a t was one r a t i o n a l e f o r i t , yes. 

7 MR. KLEPPINGER: Rather than t h i n k , we might as w e l l 

8 confirm. 

9 Your Honor, I would l i k e t o have marked f o r 

10 i d e n t i f i c a t i o n purposes PP&L I n d u s t r i a l Customer A l l i a n c e 

11 Cross-Examination E x h i b i t No. 5, the company's f i l i n g i n 

12 June 1 of 1992 regarding Economic Development I n i t i a t i v e s -

13 Phase IV. And I can give you the docket number. 

14 R-00922363. 

15 JUDGE CHRISTIANSON: So i d e n t i f i e d . 

16 (Whereupon, the document was marked 

17 as PPLICA Cross-Examination E x h i b i t 

18 No. 5 f o r i d e n t i f i c a t i o n . ) 

19 MR. MacGREGOR: Your Honor, i f the purpose of t h i s 

20 e x h i b i t i s t o simply show t h a t one of the purposes of the 

21 program was t o b e n e f i t a l l of our customers, I t h i n k t h a t i s 

22 stated i n Mr. Kasper's testimony and i n Mr. Farber's 

23 testimony, and I don't t h i n k there's any dispute. I f 

24 there's other reasons t o put i t i n , t h a t ' s f i n e , but I don't 

25 want t o needlessly burden the record. 
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1 MR. KLEPPINGER: There are other reasons c e r t a i n l y 

2 w i t h Mr. Kasper. I'm doing i t now because of i t s 

3 r e l a t i o n s h i p t o the cost study. 

4 MR. MacGREGOR: Fine. 

5 JUDGE CHRISTIANSON: We'll i d e n t i f y i t as No. 5. 

6 That's your next number. 

7 BY MR. KLEPPINGER: 

8 Q. Mr. Kleha, you recognise t h i s document, do you 

9 not, as PP&L's f i l i n g f o r Phase IV of the EDI program? 

10 A. Yes, I do. 

11 Q. I f you could t u r n t o page 4 of t h a t document, i s 

12 i t safe t o say t h a t among the considerations l i s t e d a t t h i s 

13 p o r t i o n of PPLICA E x h i b i t No. 5 are i d e n t i f i c a t i o n of 

14 b e n e f i t s t o e x i s t i n g ratepayers by the program? 

15 A. I t h i n k t h a t ' s c o r r e c t . 

16 Q. For a customer class t h a t has one customer i n 

17 i t , i f we assume t h a t t h a t customer i s o b t a i n i n g EDI and I D I 

18 c r e d i t s f o r the time being, the way you've chosen t o t r e a t 

19 those c r e d i t s i n the cost study would cause t h a t one 

20 customer class t o have lower revenues than they would have 

21 otherwise had absent the EDI and IDI c r e d i t s ; correct? 

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

23 Q. And t h a t would have an e f f e c t , would i t not, on 

24 depressing t h a t customer class's r a t e of r e t u r n below where 

25 i t would be i f the c r e d i t s were not r e f l e c t e d ? 
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1 A. Assuming those c r e d i t s d i d not e x i s t ; t h a t ' s 

2 t r u e , 

3 Q. So t h a t i f r a t e s were then set f o r t h a t customer 

4 class on a cost of service basis i n your cost study, t h a t 

5 one customer class would e s s e n t i a l l y be paying back the 

6 costs associated w i t h the EDI and I D I c r e d i t s , would they 

7 not? 

8 A. I don't know t h a t you could say they were paying 

9 back the costs, but c e r t a i n l y t h e i r revenue requirement --

10 Q. Going forward; excuse me. 

11 A. going forward would r e f l e c t . 

12 Q. The r a t e schedule LP-5 has more than one 

13 customer i n i t ; c o r rect? 

14 A. I t does. 

15 Q, And c e r t a i n LF-5 customers do obt a i n EDI and IDI 

16 c r e d i t s ; c orrect? 

17 A. I b e l i e v e t h a t ' s c o r r e c t ; yes. 

18 Q. And along the l i n e s of my p r i o r questions w i t h 

19 respect t o a one-customer class, w i t h respect t o LP-5, i f 

20 r a t e s i n t h i s case were set consistent w i t h the cost of 

21 service study, would not a l l customers w i t h i n the LP-5 class 

22 be paying f o r , i n essence, a p o r t i o n of the EDI and I D I 

23 c r e d i t s received by the LP-5 customers t h a t are g e t t i n g the 

24 c r e d i t s ? 

25 A. I don't t h i n k I could agree t h a t a l l customers 
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1 would be paying f o r i t . C e r t a i n l y the revenue requirements 

2 would show the e f f e c t of those EDI c r e d i t s , but as you know, 

3 the usage pat t e r n s of each customer determine what they pay. 

4 Q. But from a revenue requirement standpoint, the 

5 revenue requirement f o r t h a t class, i f t h i s Commission said 

6 you must meet t h a t revenue requirement from LP-5, whatever 

7 the value of the EDI and I D I c r e d i t s i s , those c r e d i t s would 

8 be embedded i n t h a t revenue requirement and being absorbed 

9 by LP-5 customers i n some way? 

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

11 Q. And no other customers outside of the LP-5 class 

12 would be bearing any costs associated w i t h those EDI and I D I 

13 c r e d i t s ; i s t h a t correct? 

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

15 Q. Do you have an opinion as t o whether or not the 

16 presence of the EDI and I D I c r e d i t s have b e n e f i t e d other 

17 customers on PP&L's system outside of the LP-5 class? 

18 A. I guess I have an opinion. I'm not sure t h a t i t 

19 i s shared by everyone. 

20 Q. Well, Mr. Farber expresses an opinion on t h a t 

21 subject, does he not? 

22 A. He does. 

23 Q. Doesn't he i n d i c a t e t h a t i t was b e n e f i c i a l t o 

24 have the EDI and IDI programs f o r a l l customers? 

25 A. Yes, he does s t a t e t h a t . 
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1 Q. The b e n e f i t s -- and assume f o r the moment t h a t 

2 those b e n e f i t s e x i s t c o n s i s t e n t w i t h Mr. Farber Js testimony. 

3 I n order t o obt a i n those b e n e f i t s , am I c o r r e c t t h a t 

4 customers who are not g e t t i n g EDI and IDI c r e d i t s are paying 

5 no costs associated w i t h o b t a i n i n g t h a t b e n e f i t pursuant t o 

6 the way you've handled the EDI and IDI c r e d i t s i n the cost 

7 of service study? 

8 A. Outside of the class t h a t those c r e d i t s f a l l 

9 i n t o , yes. 

10 Q. I be l i e v e you were asked by Ms. Moury e a r l i e r as 

11 t o how the costs of s o c i a l programs are being a l l o c a t e d i n 

12 the cost study, and you i n d i c a t e d t h a t was on a customer 

13 class basis, based on the number of customers? 

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

15 Q. So t h a t w i t h respect t o those types of programs, 

16 a l l customer classes are bearing some p o r t i o n of those costs 

17 on a customer a l l o c a t o r basis? 

18 A. I t ' s proposed t h a t way, yes. 

19 Q. I s t h a t also the case of u n c o l l e c t i b l e accounts 

20 expense? 

21 A. Bear w i t h me a minute t i l l I look at t h a t . 

22 Q. Or i s t h a t a d i r e c t assignment? 

23 A. I t h i n k i t ' s probably a d i r e c t assignment. Let 

24 me check on t h a t , please. 

25 (Pause.) 
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1 A. I t h i n k t h a t ' s b a s i c a l l y a d i r e c t assignment. 

2 Q. Could you v e r i f y i f t h a t ' s c o r r e c t at a break, 

3 and i f i t ' s d i f f e r e n t , please get back t o me? 

4 A. Yes. 

5 Q. With respect t o customer assistance programs and 

6 the s o c i a l programs t h a t are requested i n t h i s case, those 

7 are on a customer a l l o c a t o r ? 

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

9 Q. I f we could once again go back t o page 83 of 

10 your cost study -- and t h i s w i l l be somewhat of a f o l l o w - u p 

11 t o our discussion l a s t week, which s o r t of got i n t o the cost 

12 study more at t h a t time than I t h i n k Judge Turner wanted t o 

13 do, but l e t ' s t r y i t again. 

14 We were discussing the treatment of off-system sales, 

15 namely output r e s e r v a t i o n s , transmission e n t i t l e m e n t s and 

16 capacity c r e d i t s i n the cost study. Do you r e c a l l our 

17 discussion? 

18 A. I do. 

19 Q. I b e l i e v e we concluded t h a t i n the event the 

20 company's proposal w i t h respect t o the JCP&L c o n t r a c t i s 

21 r e j e c t e d by the Commission, t h a t the company would r e f l e c t 

22 i n the cost of service study 100 percent of the revenues i t 

23 receives from output r e s e r v a t i o n s , transmission e n t i t l e m e n t s 

24 and capacity c r e d i t s ; correct? 

25 A. That's c o r r e c t . 
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1 Q. I also t h i n k t h a t we agreed t h a t i n order t o do 

2 t h a t , the company would have t o a d j u s t l i n e 4 on page 83 of 

3 your cost study and e l i m i n a t e t h a t revenue c r e d i t t h a t we 

4 see t h e r e of $21,487,000; correct? 

5 A. That's c o r r e c t . That f i r s t column l i s t e d as 

6 t o t a l Pennsylvania j u r i s d i c t i o n a l would go t o sero. 

7 However, as we discussed probably about 20 minutes ago, you 

8 would s t i l l see v a r y i n g e f f e c t s t o the d i f f e r e n t customer 

9 groups because of the demand a l l o c a t i o n of the proxy p o r t i o n 

10 of the NUG output payments. 

11 Q. Now, i f we could f l i p back t o page 10 of your 

12 cost study, again JMK-2, at l i n e 43 there's a r e t u r n 

13 component of $510,275,000; correct? 

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

15 G. And t h a t i s the r e t u r n t h a t PP&L needs i n t h i s 

16 case i n order t o generate the r a t e of r e t u r n shown on l i n e 5 

17 of 10.17 percent; correct? 

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

19 Q. Now, i n order t o get t h a t l e v e l of r e t u r n , am I 

20 also c o r r e c t t h a t the company has t o o b t a i n o p erating 

21 revenues on l i n e 12 of $2,663,890,000? 

22 A. Yes. 

23 Q. Now, I b e l i e v e you had E x h i b i t Future 1 out 

24 p r e v i o u s l y , and i f you could t u r n back t o t h a t a t page 

25 D-l -- do you have that? 
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1 A. Yes, I have i t . 

2 Q. Line 1, column 6, we see t h a t $2.6 b i l l i o n 

3 operating revenue number; correct? 

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

5 Q. And at l i n e 13 we see the $510,275,000 r e t u r n 

6 number; correct? 

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

8 Q. Now, i f t h a t $2.6 b i l l i o n number on l i n e 1 

9 changes, operating income changes and r a t e of r e t u r n 

10 changes, does i t not? 

11 A. As w e l l as taxes, yes. 

12 Q. I f we assume t h a t the company's Jersey Central 

13 Power & L i g h t c o n t r a c t proposal i s r e j e c t e d , we had agreed 

14 t h a t -- back on page 8 of your cost study now, l i n e 4 -~ 

15 $21,487,000 would be eliminated? 

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

17 Q. I f we e l i m i n a t e t h a t l i n e 4, am I c o r r e c t t h a t 

18 l i n e 12, t o t a l o p erating revenues, would then increase by 

19 t h a t same amount of $21,487,000? 

20 A. Yes. 

21 Q. So going back over t o E x h i b i t D-l, the l i n e 1 

22 operating revenues under column 4, pro forma at present 

23 r a t e s , would also have t o change from the two b i l l i o n f o u r 

24 hundred some odd thousand d o l l a r s t o $2,423,000,000; 

25 correct? 
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1 A. That's c o r r e c t . 

2 Q. I f t h a t occurs, then i s n ' t the r a t e increase 

3 column on column 5 of E x h i b i t D-l $21 m i l l i o n less than what 

4 i s r e f l e c t e d on E x h i b i t D-l i n order t o meet the $2.6 

5 b i l l i o n requirement f o r t h i s case? 

6 A. Yes. 

7 Q. So does i t f o l l o w then t h a t a t the compliance 

8 phase of t h i s case, assuming PP&L got a l l the revenue t h a t 

9 i t asked f o r , and assuming t h a t the JCP&L c o n t r a c t proposal 

10 i s r e j e c t e d , the base r a t e increase i n t h i s case i s r e a l l y 

11 only $240 m i l l i o n and not $260 m i l l i o n ? 

12 A. Subject t o check, yes, I agree w i t h t h a t . 

13 Q. With respect t o the JCP&L c o n t r a c t proposal --

14 and t h i s i s on the a l l o c a t i o n of those costs, so i t i s I 

15 t h i n k c o n s i s t e n t w i t h your cost of service appearance 

16 today -- you discuss t h a t a t pages 22 and 23 of your 

17 testimony. 

18 A. What page was that? 

19 Q. Generally page 22 and 23 of your d i r e c t 

20 testimony. 

21 I n terms of a l l o c a t i n g Jersey Central's coming back 

22 i n t o r a t e s , i s t h a t a l l o c a t e d under your proposal on the 

23 same demand component t h a t i s u t i l i s e d t o a l l o c a t e non-

24 u t i l i t y generation? 

25 A. Yes. 
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1 Q. I f t h a t was a l l o c a t e d on the same basis t h a t the 

2 company a l l o c a t e s production p l a n t i n i t s cost of service 

3 study, would the demand a l l o c a t o r be d i f f e r e n t f o r each 

4 customer class? 

5 A. Well, i f you're using only one a l l o c a t o r as 

6 opposed t o a l l the a l l o c a t o r s across the e n t i r e cost 

7 s t r u c t u r e , s u r e l y i t would be d i f f e r e n t . 

8 Q. So t h a t there w i l l be a class d i f f e r e n c e i n 

9 terms of the amount of costs t h a t a class absorbs under the 

10 Jersey Central c o n t r a c t based on whether t h a t c o n t r a c t i s 

11 handled i n the ECR, as you have proposed, or i n a base r a t e 

12 case were you t o come i n f o r base r a t e r e l i e f f o r each of 

13 those 189 megawatts? 

14 A. I t h i n k t h e r e i s some s l i g h t d i f f e r e n c e . 

15 Q. I be l i e v e you provided an i n t e r r o g a t o r y answer 

16 at OCA Set V, No. 64. Would you t u r n t o t h a t a t t h i s point? 

17 (Witness perusing documents.) 

18 A. Yes. 

19 Q. Would you agree w i t h me subject t o check t h a t on 

20 Attachment 1 of t h i s i n t e r r o g a t o r y the class LP-5 would 

21 absorb approximately 15 percent of the t o t a l JCP&L revenue 

22 requirement of $177,600,000? That's lawyer's math again. 

23 A. Approximately 15 percent; t h a t ' s c o r r e c t . 

24 Q. I n the cost of service study, would I be c o r r e c t 

25 t h a t the generation l e v e l demand a l l o c a t o r would be u t i l i s e d 

C O M M O N W E A L T H R E P O R T I N G C O M P A N Y (717) 761 -7150 



643 

1 t o a l l o c a t e the Jersey Central capacity i f a base r a t e case 

2 was being f i l e d ? 

3 A. Only the capacity. There are operating expenses 

4 associated w i t h t h a t . There are other f a c i l i t i e s also. 

5 Q. I understand. 

6 I n the cost of se r v i c e study, would you agree w i t h me 

7 subject t o check t h a t the generation l e v e l demand a l l o c a t o r 

8 f o r the LP-5 class i s approximately 14 percent? 

9 A. Subject t o check, yes. 

10 MR. KLEPPINGER: Thank you, Mr. Kleha. I t h i n k I've 

11 used my half-an-hour. 

12 THE WITNESS: You're welcome. 

13 JUDGE CHRISTIANSON: We won't comment on the time. 

14 We might as w e l l go t o lunch a f t e r t h i s . Let's be 

15 o f f the record b r i e f l y . 

16 (Discussion o f f the record.) 

17 JUDGE CHRISTIANSON: Let's go ahead and be back on 

18 the record. 

19 I'm assuming there's no o b j e c t i o n t o E x h i b i t No. 5? 

20 MR. MacGREGOR: That's c o r r e c t . 

21 JUDGE CHRISTIANSON: And i t ' s accepted i n t o the 

22 record. 

23 (Whereupon, the document marked as 

24 PPLICA Cross-Examination E x h i b i t No. 

25 5 was received i n evidence.) 
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1 JUDGE CHRISTIANSON: Then w e ' l l break f o r lunch. 

2 (Witness t e m p o r a r i l y excused.) 

3 (Whereupon, at 12:45 p.m., the hearing was adjourned, 

4 t o be reconvened at 1:45 p.m., t h i s same day.) 
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AFTERNOON SESSION 

( 2 : 0 0 p . m . ) 

JUDGE CHRISTIANSON: We can be back on the record. 

I gather there i s some r e d i r e c t f o r the witness. 

MR. MacGREGOR: Just a few questions. Your Honor. 

JUDGE CHRISTIANSON: Proceed. 

Whereupon, 

JOSEPH M. KLEHA 

having p r e v i o u s l y been duly sworn, t e s t i f i e d f u r t h e r as 

f o l l o w s : 

REDIRECT EXAMINATION 

BY MR. MacGREGOR: 

Q. Mr. Kleha, you were asked duri n g cross-

examination what was the most recent date i n which the 

company employed the 12 CP a l l o c a t i o n method i n a cost of 

service study. Do you have f u r t h e r i n f o r m a t i o n f o r the 

record on t h a t point? 

A. Yes, I do. I submitted a cost a l l o c a t i o n study 

using a 12 CP method i n 1994 t o the FERC f o r some changed 

ra t e s a t t h a t j u r i s d i c t i o n . 

Q. You were also asked some questions regarding the 

extent t o which the company recognizes customer d i v e r s i t y i n 

the a l l o c a t i o n of secondary d i s t r i b u t i o n costs. 

How are those costs a l l o c a t e d i n the company's cost 

of service study? 
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A. The costs of the secondary f a c i l i t i e s are 

a l l o c a t e d on the basis of class max non-coincident peaks, 

which by t h e i r very nature recognize d i v e r s i t y of the 

various customer groups. 

Q. And your answer r e f e r s t o the demand component 

of those secondary d i s t r i b u t i o n costs? 

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

Q. You were also asked questions regarding the 

class r a t e s of r e t u r n f o r Rate RTS, and s p e c i f i c a l l y the 

f a c t t h a t those class r e t u r n s show a negative r e t u r n under 

present and proposed r a t e s . 

Could you e x p l a i n f o r the record, t o the extent you 

can, why under t h i s p a r t i c u l a r cost of service study t h a t 

r a t e class i s showing a negative r a t e of return? 

A. Yes, I can. B a s i c a l l y , f o r the class cost 

a l l o c a t i o n study f o r the 12 months ended September, 1995, we 

have based our demand a l l o c a t o r s on the 12 CP method on the 

basis of the p r o j e c t i o n s f o r the t e s t year. 

And those p r o j e c t i o n s r e f l e c t the f a c t t h a t i n 

c e r t a i n months of the year, we are seeing an evening peak 

occur w i t h regard t o customer c o n t r i b u t i o n t o the system 

average peak. 

And those b a s i c a l l y are occ u r r i n g due i n f a c t t o what 

I would consider a change i n l i f e s t y l e . We have customers 

who are now using more of t h e i r energy i n the evening p e r i o d 
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than they d i d i n the past. 

Q. And as a r e s u l t of t h a t , am I c o r r e c t t h a t a t 

l e a s t i n c e r t a i n months, the company has Rate RTS customers 

who may be using s u b s t a n t i a l amounts of energy at the time 

of the monthly peaks? 

A. That's c o r r e c t at the present time. However, 

Rate RTS was created as I understand i t as a load management 

device, and the company i s pursuing the e f f o r t t o put load 

c o n t r o l devices on those RTS systems such t h a t i t , from a 

load management standpoint, would take them i n the f u t u r e 

o f f of the peak period. 

Q. Just so the record i s c l e a r . Rate RTS r i g h t now 

i s on a time clock c o n t r o l system? 

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

Q. And the company i s going t o adopt new c o n t r o l , 

d i r e c t c o n t r o l methodologies t h a t w i l l a l l o w the company t o 

manage the load of the RTS class i n such a way as t o move i t 

o f f of the monthly system peaks? 

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

Q. I f t h a t were t o take place, what e f f e c t would 

there be i n your view upon the class r a t e of. r e t u r n f o r Rate 

RTS? 

A. I f those d i r e c t load c o n t r o l devices are placed 

on those systems, i t ' s my expectation t h a t the r a t e of 

r e t u r n under both a present and proposed c o n d i t i o n f o r 
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Rate RTS would be s u b s t a n t i a l l y towards the p o s i t i v e side 

and would most l i k e l y be close t o system average. 

Q. You were also asked some questions by Mr. 

Kleppinger regarding the 287 megawatts of i n t e r r u p t i b l e load 

as compared t o the 345 megawatt number t h a t appeared i n Mr. 

S i p i c s ' e x h i b i t , the d i f f e r e n c e as I understand i t being the 

reserve margin t h a t PJM permits the company t o take i n t o 

account i n c a r r y i n g i n t e r r u p t i b l e load on i t s system. 

Just so the record i s c l e a r , f o r purposes of your 

cost of service study, i s the way i n which you t r e a t e d 

i n t e r r u p t i b l e load consistent or i n c o n s i s t e n t w i t h the 

method you used f o r a l l the other r a t e classes? 

A. I t ' s absolutely consistent f o r a l l r a t e classes. 

Q. Meaning as I understand i t , i n each instance you 

look at each class's c o n t r i b u t i o n t o the system peak w i t h o u t 

regard t o reserve margin i n a l l o c a t i n g cost? 

A. That's c o r r e c t . Reserve margins play no p a r t i n 

the a l l o c a t i o n of costs on a class basis. 

Q. You were also asked some questions by Mr. 

Kleppinger which I t h i n k you accepted subject t o check 

regarding a p o t e n t i a l impact on the company's requested r a t e 

increase i n t h i s proceeding i f i t s Jersey Central Power & 

L i g h t proposal were r e j e c t e d , and I b e l i e v e you i n d i c a t e d 

t h a t , a l l else equal, t h a t the amount of the company's 

increase would f a l l from approximately $260 m i l l i o n t o 
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approximately $240 m i l l i o n . 

Do you r e c a l l those questions? 

A. Yes, I do. 

Q. I f t h a t were t o occur, would there be an 

o f f s e t t i n g $20 m i l l i o n i n the company's energy cost rate? 

A. Yes. As the proposal i s s t r u c t u r e d r i g h t now, 

the company has requested t h a t the Commission all o w i t t o 

recover through i t s ECR i n the f u t u r e the non-energy revenue 

requirements associated w i t h some e x p i r i n g c o n t r a c t s , b u l k 

power c o n t r a c t s , the f i r s t of which i s the Jersey C e n t r a l 

Power & L i g h t agreement. 

I n r e c o g n i t i o n of t h a t request, the company has 

proposed t o flow through i t s ECR 100 percent of the 

off-system capacity r e l a t e d revenues associated w i t h 

i n s t a l l e d capacity c r e d i t sales, output r e s e r v a t i o n sales 

and transmission e n t i t l e m e n t sales. 

So b a s i c a l l y , what the company has proposed i s t h a t 

the base rates would be increased by approximately $261 

m i l l i o n i n t h i s case but t h a t the customers would receive an 

approximately $21.5 m i l l i o n d o l l a r decrease i n i t s ECR. 

I f the company's proposal w i t h regard t o the e x p i r i n g 

bulk power contr a c t s i s r e j e c t e d by the Commission, the 

company would no longer seek t o flow through the ECR those 

off-system capacity r e l a t e d revenues, and t h e r e f o r e the 

amount of revenue i n the base r a t e p o r t i o n of the case would 
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be $21.5 m i l l i o n d i f f e r e n t than what i t i s today, and the 

ECR, the proposed ECR i n t h i s case would be increased by 

t h a t corresponding $21.5 m i l l i o n d o l l a r s . 

Q. So i n terms of the o v e r a l l r a t e e f f e c t on 

customers, l o o k i n g a t both the base r a t e side and the ECR 

side, i t would e s s e n t i a l l y be a wash? 

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

MR. MacGREGOR: That's a l l I have. Your Honor. 

JUDGE CHRISTIANSON: We can pause, i f you need some 

follow-up on t h a t . Anybody volunteering? Mr. Kleppinger? 

RECROSS-EXAMINATION 

BY MR. KLEPPINGER: 

Q. Mr. Kleha, under c u r r e n t r a t e s , the $21 m i l l i o n 

we're t a l k i n g about w i t h respect t o these off-system sales 

i s not being flowed through the ECR other than the 33 

percent piece of capacity c r e d i t sales, correct? 

A. As we s i t here, the rates t h a t are i n place 

today do not flow those d o l l a r s through the ECR, t h a t ' s 

c o r r e c t , except f o r the o n e - t h i r d p o r t i o n t h a t you j u s t 

spoke about. 

Q. Now, i t ' s the company's proposal t h a t 100 

percent of those be flowed through the ECR i f the JCP&L 

proposal i s approved? 

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

Q. I'm s t i l l confused by your conclusion t h a t t h i s 
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i s a wash, because I thought we had agreed t h a t on E x h i b i t 

D-l, Column 6, l i n e 1, the $2.6 b i l l i o n i n t o t a l revenues i n 

t h i s case cannot change without changing the operating 

income and the r a t e of r e t u r n requested i n t h i s case of 

10.17 percent; i s t h a t correct? 

A. That would not change. You have a corresponding 

change t o both Column 4 and Column 6. I f the company's 

proposal i s r e j e c t e d by the Commission under your 

h y p o t h e t i c a l , then Column 4 and Column 6, the revenues would 

increase by an equal amount i n each column. 

Q. Now, i f t h a t i n f a c t i s t r u e . Column 5, which 

l i s t s the $261 m i l l i o n r a t e increase, stays constant, 

correct? 

A. Right. 

Q. But Column 6 has now grown by 21 and some-odd 

m i l l i o n d o l l a r s ? 

A. Yes. 

Q. Well, then, under a r e j e c t i o n of the company's 

JCP&L proposal, are you t e s t i f y i n g t h a t the company i s 

asking f o r a r a t e increase which produces a r e t u r n i n excess 

of 10.17 percent? 

A. No. Under your h y p o t h e t i c a l scenario, i f the 

company had an a d d i t i o n a l $21.5 m i l l i o n , then the revenue or 

the r e t u r n produced by t h a t increased l e v e l of revenues 

would be higher than the 10.17 t h a t the company has 

C O M M O N W E A L T H REPORTING COMPANY (717) 7 6 1 - 7 1 5 0 



652 

1 

2 

••'I 

4 

5 

fi 

7 

8 

9 

10 

11 

12 

Ki 

14 

18 

19 

20 

2! 

22 

2:i 

24 

25 

requested i n t h i s case. The company i s s t i l l r e questing 

10.17. 

Q. Well, then, i f your proposal on JCP&L i s 

r e j e c t e d and i f you want t o maintain t h a t t h i s case i s only 

seeking a r e t u r n of 10.17, doesn't e i t h e r Column 5 on D-l, 

l i n e 1 get reduced by $20 m i l l i o n , namely the r a t e increase, 

or Column 6 remains constant? 

A. Column 6 would have t o remain constant i f you 

wanted t o continue a 10.17 percent o v e r a l l r e t u r n . However, 

t h a t assumes t h a t the company has an a d d i t i o n a l 

$21.5 m i l l i o n i n i t s base r a t e s . 

The company's proposal i s not t o include t h a t 

$21.5 m i l l i o n i n i t s base r a t e s , but t o flow through i t back 

t o customers aut o m a t i c a l l y through the ECR. 

Q. And I am s t i l l t r y i n g t o analyze the e f f e c t of 

the r e j e c t i o n of your JCP&L proposal, so l e t ' s d i v o r c e 

ourselves from the idea of what the company's proposal i s , 

because a l l of my questions are r e l a t i n g t o a r e j e c t i o n of 

t h a t proposal. 

Now, a r e j e c t i o n of t h a t proposal, under the way we 

c u r r e n t l y receive off-system sales c r e d i t s i n the ECR, would 

only be a d i f f e r e n c e on t h i s 33 percent of capa c i t y c r e d i t 

sales pursuant t o the settlement of those ECR complaint 

cases. That's the only change t o our c u r r e n t ECR t h a t would 

occur when you take a l l of the capacity c r e d i t sales, output 
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reservations and transmission e n t i t l e m e n t s and put them i n 

base r a t e s ; i s n ' t t h a t correct? 

A. No, t h a t ' s not c o r r e c t , because r i g h t now i t ' s 

only o n e - t h i r d of the revenues associated w i t h the i n s t a l l e d 

capacity c r e d i t sales. 

The company i s now proposing t o flow through 100 

percent of those i n s t a l l e d capacity c r e d i t sales revenues 

plus 100 percent of the output r e s e r v a t i o n sale revenues, 

and 100 percent of the transmission e n t i t l e m e n t sale 

revenues. 

JUDGE CHRISTIANSON: And t h a t won't happen i f the 

deal doesn't go through? 

THE WITNESS: That's c o r r e c t . B a s i c a l l y , you have 

two separate packages here. Your Honor. On the one hand, 

the company has proposed a $261 m i l l i o n base r a t e increase, 

and a t the same time said i t w i l l give a decrease of 

$21 m i l l i o n t o the ECR. The net of those two i s 

approximately $240 m i l l i o n . 

I f the Commission, as Mr. Kleppinger s t a t e s , r e j e c t s 

the company's proposal, the company s t i l l w i l l be g e t t i n g an 

increase from customers of $240 m i l l i o n . I t w i l l j u s t be 

zero i n the ECR and $240 m i l l i o n i n base r a t e s . 

JUDGE CHRISTIANSON: That's enough f o r me. I'm sure 

Kleppinger w i l l go forward i f he needs t o . 
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BY MR. KLEPPINGER: 

Q. So f a r , I agree w i t h you, except f o r your answer 

t o Mr. MacGregor t h a t said there's an o f f - s e t t i n g 

$20 m i l l i o n increase i n the ECR. 

How can t h a t occur i f i n today's c u r r e n t ECR being 

paid, we're not seeing the b e n e f i t of 100 percent of those 

off-system sales? 

A. My discussion concerned the r a t e f i l i n g here. 

We're t a l k i n g about the confines of the f u t u r e t e s t year — 

Q. As you have proposed i t ? 

A. As we have proposed i t . 

Q. And I keep t r y i n g t o get back t o saying, your 

proposal i s r e j e c t e d . 

MR. MacGREGOR: Can we go o f f the record f o r a 

minute? 

JUDGE CHRISTIANSON: Yes, l e t ' s go o f f the record 

b r i e f l y . 

(Discussion o f f the record.) 

JUDGE CHRISTIANSON: Back on the record. 

There has been a discussion o f f - t h e - r e c o r d , and maybe 

Mr. Kleppinger can st a t e what he wants t o , or Mr. MacGregor. 

Somebody can give the agreement you had. 

MR. KLEPPINGER: My understanding. Your Honor, i s 

t h a t the questions we have been asking t o Mr. Kleha, I have 

been t r y i n g t o i d e n t i f y , what i s the e f f e c t on the base r a t e 
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increase i n t h i s case i f the JCP&L proposal t h a t the company 

has made i s r e j e c t e d . 

I f I understand Mr. MacGregor's comments o f f the 

record, the base r a t e increase i n t h i s case under the event 

t h a t the JCP&L proposal i s r e j e c t e d i s a 240-odd m i l l i o n 

d o l l a r base r a t e increase. 

JUDGE CHRISTIANSON: That much they can agree t o , I 

t h i n k . 

MR. KLEPPINGER: And t h a t comparing t h a t t o today's 

ECR t h a t i s c u r r e n t l y i n e f f e c t — 

JUDGE CHRISTIANSON: That's when you get i n deep 

water. 

MR. KLEPPINGER: — there would not be a $20 m i l l i o n 

increase t o today's ECR. 

MR. MacGREGOR: Completely apples and oranges. 

A c t u a l l y , there would be a $20 m i l l i o n d i f f e r e n c e , i f you 

compared them at the same p o i n t i n time. 

You're looking a t two completely d i f f e r e n t time 

frames. At the end of t h i s case, the $20 m i l l i o n i s e i t h e r 

going t o be i n base rates or i t ' s going t o be i n the ECR, 

100 percent. The on e - t h i r d / t w o - t h i r d s i s over. 

MR. KLEPPINGER: The problem, Mr. MacGregor, i s t h a t 

associated w i t h t h i s $20 m i l l i o n i n revenue, there i s not an 

o f f - s e t t i n g cost element i n the cost of service study or i n 

the ECR. 
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This i s n ' t a d o l l a r - f o r - d o l l a r exchange between f u e l 

costs and f u e l revenues. This i s a found $20 m i l l i o n w i t h 

no costs underlying i t . 

MR. MacGREGOR: And we're e i t h e r going t o r e t u r n i t 

t o customers 100 percent through base r a t e s i f we lose the 

JCP&L, or 100 percent through the ECR i f we win the JCP&L 

adjustment. I don't r e a l l y understand what the 

complications are. 

JUDGE CHRISTIANSON: And you're worrying about how i t 

w i l l be returned by customer class? 

MR. KLEPPINGER: I'm j u s t concerned w i t h the 

conclusion of t h i s case where the JCP&L proposal i s r e j e c t e d 

and the customers of PP&L see anything more than a 

$240 m i l l i o n increase i n t h e i r base rates and t h e i r t o t a l 

r a tes over what they are today. 

JUDGE CHRISTIANSON: I don't t h i n k there w i l l be an 

increase i n t o t a l r a t e s . There w i l l be a lack of a 

decrease, as I understand i t . 

MR. MacGREGOR: The cu r r e n t r a t e s have t h i s 

o n e - t h i r d / t w o - t h i r d s s p l i t i n them subject t o the p r i o r 

settlement, and at the end of t h i s case, t h a t ' s going t o be 

abandoned. 

And i t ' s e i t h e r a l l going t o be i n the ECR or i t ' s 

a l l going t o be i n base r a t e s , so the net e f f e c t a t the end 

of t h i s case, i f everything i s approved, i s going t o be a 
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$240 m i l l i o n change i n r a t e s . 

And i t ' s e i t h e r going t o be a $261 m i l l i o n increase 

i n base rates and a $20 m i l l i o n c r e d i t i n the ECR, or a 

$240 base r a t e increase and no c r e d i t i n the ECR. 

Those are the two a l t e r n a t i v e c o n d i t i o n s t h a t w i l l 

e x i s t a t the end of t h i s case, w i t h the v a r i a b l e being 

whether or not the company's JCP&L proposal i s accepted or 

r e j e c t e d . 

I r e a l l y can't exp l a i n i t any f u r t h e r than t h a t . I f 

you have f u r t h e r questions, you can go ahead. 

MR. KLEPPINGER: Well, I t h i n k t h a t ' s c o r r e c t , 

because under e i t h e r scenario you l a i d out, the net e f f e c t 

on customers i s $240 m i l l i o n . And I t h i n k he sai d t h a t 

already. 

JUDGE CHRISTIANSON: The witness i s i n d i c a t i n g 

agreement w i t h t h a t ; i s t h a t correct? 

THE WITNESS: That's r i g h t . Under PP&L's proposal 

r i g h t now, you have $261 m i l l i o n i n the base r a t e as a 

charge, and a c r e d i t of $21 m i l l i o n i n the ECR, under our 

proposal. That's a net of $240 m i l l i o n . 

JUDGE CHRISTIANSON: And t h a t net w i l l stay, w i l l be 

i n existence i f you get your whole increase? 

THE WITNESS: That's c o r r e c t , i f we get our whole 

increase. 

JUDGE CHRISTIANSON: I t h i n k we're i n s u f f i c i e n t 
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agreement at the moment. We can always worry about i t 

l a t e r , even as l a t e as b r i e f s i f we have t o . 

Any other recross f o r the witness? 

(No response.) 

JUDGE CHRISTIANSON: Hearing no o f f e r s , we seem t o be 

done. I guess we've s o r t of done r e d i r e c t again w i t h your 

explanation. 

I gather there's no f u r t h e r need f o r the witness, and 

the witness i s excused. 

THE WITNESS: Thank you. Your Honor. 

(Witness excused.) 

JUDGE CHRISTIANSON: We might as w e l l go ahead w i t h 

the next witness. 

MR. MacGREGOR: May I have j u s t one minute. Your 

Honor? 

JUDGE CHRISTIANSON: Yes. Let's be o f f the record. 

(Discussion o f f the record.) 

JUDGE CHRISTIANSON: Back on the record. 

MR. MacGREGOR: Your Honor, the company would l i k e t o 

c a l l as i t s next witness Mr. O l i v e r G. Kasper. 

JUDGE CHRISTIANSON: I t h i n k I have t o swear t h i s one 

ins 

MR. MacGREGOR: That's r i g h t . 

25 
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Whereupon, 

OLIVER G. KASPER 

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

MR. MacGREGOR: Your Honor, I need t o mark several 

documents f o r i d e n t i f i c a t i o n before examining Mr. Kasper. 

The f i r s t i s e n t i t l e d , "Pennsylvania Power & L i g h t 

Company D i r e c t Testimony of O l i v e r G. Kasper," which was 

submitted w i t h the company's i n i t i a l f i l i n g and supplied t o 

the court r e p o r t e r a t the pre-hearing conference. 

I would ask t h a t i t be marked f o r i d e n t i f i c a t i o n as 

PP&L Statement No. 8. 

JUDGE CHRISTIANSON: So i d e n t i f i e d , your No. 8. 

(Whereupon, the document was marked as PP&L 

Statement No. 8 f o r i d e n t i f i c a t i o n . ) 

MR. MacGREGOR: I n a d d i t i o n , Mr. Kasper i s 

responsible f o r four e x h i b i t s . The f i r s t i s e n t i t l e d , 

"Pennsylvania Power & Li g h t Company T a r i f f 200, Supplement 

No. 50." 

I would ask t h a t i t be marked f o r i d e n t i f i c a t i o n as 

E x h i b i t OGK-1. 

JUDGE CHRISTIANSON: So i d e n t i f i e d , bound i n w i t h 1, 

2, 3, 4 together? 

MR. MacGREGOR: That's c o r r e c t . 

(Whereupon, the document was marked as PP&L 

E x h i b i t No. OGK-1 f o r i d e n t i f i c a t i o n . ) 
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MR. MacGREGOR: The second document i s e n t i t l e d , 

"Digest of Proposed Changes Requested i n Supplement No. 50 

t o E l e c t r i c T a r i f f No. 200." 

I would ask t h a t i t be marked f o r i d e n t i f i c a t i o n as 

E x h i b i t OGK-2. 

JUDGE CHRISTIANSON: So i d e n t i f i e d . 

(Whereupon, the document was marked as PP&L 

E x h i b i t No. OGK-2 f o r i d e n t i f i c a t i o n . ) 

MR. MacGREGOR: The t h i r d i s e n t i t l e d , " A l l o c a t i o n of 

Proposed Pay Increase, T a r i f f 200, Supplement No. 50." I 

would ask t h a t i t be marked as E x h i b i t OGK-3. 

JUDGE CHRISTIANSON: So i d e n t i f i e d . 

(Whereupon, the document was marked as PP&L 

E x h i b i t No. OGK-3 f o r i d e n t i f i c a t i o n . ) 

MR. MacGREGOR: And l a s t l y , a document e n t i t l e d , 

"Cost of Service Analysis of EDI-IDI Programs, T a r i f f 200, 

Supplement No. 50" should be marked f o r i d e n t i f i c a t i o n as 

E x h i b i t OGK-4. 

JUDGE CHRISTIANSON: So marked. 

(Whereupon, the document was marked as PP&L 

E x h i b i t No. OGK-4 f o r i d e n t i f i c a t i o n . ) 

DIRECT EXAMINATION 

BY MR. MacGREGOR: 

Q. Mr. Kasper, do you have before you a copy of 

PP&L Statement No. 8? 
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A, I do. 

Qs I s t h i s a copy of your d i r e c t testimony i n t h i s 

proceeding? 

As Yes, i t i s . 

Qs Was i t prepared e i t h e r by you or under your 

d i r e c t supervision? 

As Yes, i t was. 

Qs Do you have any changes, a d d i t i o n s or 

c o r r e c t i o n s t o make t o Statement No. 8 at t h i s time? 

A* I have two c o r r e c t i o n s t o make t o Statement 

No. 8, and they are both on page 7. On l i n e number 10 i s 

the f i r s t c o r r e c t i o n . The $7.00 charge should read $7.20. 

The second change i s on l i n e 14. The 400 k i l o w a t t - h o u r s 

should read 600 k i l o w a t t - h o u r s . And those are the only two 

changes. 

Qs Mr. Kasper, w i t h those changes, i f I were t o ask 

you the questions contained i n Statement No. 8 again today, 

would your answers be the same as those contained t h e r e i n ? 

A, Yes, they would. 

Qs Would those answers be t r u e and c o r r e c t t o the 

best of your knowledge? 

A, Yes. 

Q, Mr. Kasper, w i t h respect t o the documents t h a t 

have been marked E x h i b i t s OGK-1 through 4, were those 

documents prepared e i t h e r by you or under your d i r e c t 
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supervis ion? 

A. Yes, they were. 

Q. And i s the i n f o r m a t i o n contained t h e r e i n t r u e 

and c o r r e c t t o the best of your knowledge? 

A. Yes. 

MR. MacGREGOR: Your Honor, I would a t t h i s time move 

the admission of PP&L Statement No. 8 and E x h i b i t s OGK-1 

through 4, subject t o cross-examination and t i m e l y motion. 

JUDGE CHRISTIANSON: Under the standard c o n d i t i o n s , 

the statement and four e x h i b i t s are now accepted i n t o the 

record. 

(Whereupon, the documents marked as PP&L 

Statement No. 8 and PP&L E x h i b i t s Nos. 

OGK-1 through OGK-4 were received i n 

evidence.) 

MR. MacGREGOR: Mr. Kasper i s a v a i l a b l e f o r cross. 

JUDGE CHRISTIANSON: Once again, we might as w e l l 

s t a r t w i t h T r i a l S t a f f . 

MR. MICKENS: Thank you, Your Honor. 

CROSS-EXAMINATION 

BY MR. MICKENS: 

Q. Good afternoon, Mr. Kasper. 

A. Good afternoon. 

Q. 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 i n t h i s proceeding. 
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Would you r e f e r t o your Statement No. 8, page 7? At 

approximately l i n e s 12 t o 14, you s t a t e t h a t PP&L i s 

proposing i n t h i s proceeding t o increase the r e s i d e n t i a l 

number of k i l o w a t t - h o u r steps from two t o three i n order t o 

b e t t e r r e f l e c t the cost of service; i s t h a t c o r r e c t ? 

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

Q. Can you t e l l me s p e c i f i c a l l y what costs are you 

r e f e r r i n g t o , and how does t h i s proposed change address t h i s 

concern? 

A. Okay. The cost we're r e f e r r i n g t o comes from 

the cost of service study and i t has t o do w i t h the customer 

component. 

And we're increasing the customer charge from $4.80 

t o $7.20. That does not cover the e n t i r e customer component 

as stated i n the cost of service. 

Therefore, we're increasing the f i r s t step t o recover 

p a r t of i t . And t o recover the remaining p o r t i o n of t h a t 

customer charge, we've created a second step of 600 

k i l o w a t t - h o u r s . 

Q. Thank you. 

MR. MICKENS: Your Honor, I would l i k e marked OTS 

Cross-Examination E x h i b i t No. 13. This document includes 

several responses t o OTS i n t e r r o g a t o r i e s as w e l l as one or 

two other items. 

JUDGE CHRISTIANSON: Go ahead and pass i t out. I t ' s 
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i d e n t i f i e d as your No. 13. 

(Whereupon, the document was marked as OTS 

Cross-Examination E x h i b i t No. 13 f o r 

i d e n t i f i c a t i o n . ) 

BY MR. MICKENS: 

Q. Mr. Kasper, i f y o u ' l l look at the document I 

j u s t handed out, which has been i d e n t i f i e d as OTS Cross-

Examination E x h i b i t No. 13, the f i r s t item i n t h a t document 

i s the response t o OTS-RS-45; i s t h a t c o r r e c t ? 

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

Q. Now, t h i s response i n d i c a t e s t h a t PP&L does not 

provide end use metering, but only whole house metering f o r 

r e s i d e n t i a l customers; i s t h a t correct? 

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

Q. And i t f u r t h e r i n d i c a t e s t h a t as a r e s u l t , 

average annual r e s i d e n t i a l usage i s not a v a i l a b l e , c o r r e c t ? 

A. Average annual r e s i d e n t i a l usage? 

Q. That's p a r t of the question i n OTS-RS-45. 

That's what i t requests; i s t h a t correct? 

JUDGE CHRISTIANSON: I guess they have i t f o r the 

whole house. 

THE WITNESS: My confusion comes t h a t I can come up 

w i t h an average r e s i d e n t i a l usage f o r the whole house, but 

not f o r l e t ' s say water heating or space heating 

independently. 
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BY MR. MICKENS: 

Q. Okay, t h a t ' s a good s t a r t . Let's go over t o the 

second item, which i s a b i l l i n s e r t f o r PP&L f o r March. Can 

you i d e n t i f y t h a t as such, "Connect"? I t d i d n ' t represent 

i t s e l f on the copying, but do you recognize t h a t as PP&L's 

March b i l l i n s e r t ? 

A. I'm not f a m i l i a r w i t h t h i s i n s e r t . 

JUDGE CHRISTIANSON: I vaguely recognize i t , being a 

PP&L customer. 

MR. MICKENS: I s the company w i l l i n g t o s t i p u l a t e 

t h a t t h i s i n f a c t i s the March PP&L b i l l i n s e r t t o i t s 

customers? 

JUDGE CHRISTIANSON: We can make i t subject t o check, 

i f you want. 

MR. MacGREGOR: Yes, I believe i t i s , Your Honor. 

JUDGE CHRISTIANSON: We'll accept i t now subject t o 

possible check. 

MR. MacGREGOR: That would be f i n e . 

JUDGE CHRISTIANSON: I vaguely recognize i t myself. 

MR. MICKENS: Thank you. 

I t ' s a copy of my personal b i l l , so I can c e r t a i n l y 

v e r i f y t h a t i t was i n my b i l l . 

MR. MacGREGOR: We'll accept your r e p r e s e n t a t i o n . 

(Laughter.) 
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MR. MICKENS: Okay, thank you. 

JUDGE CHRISTIANSON: That's p r e t t y a u t h e n t i c . 

MR. MICKENS: I'm glad t o hear t h a t . 

(Laughter.) 

BY MR. MICKENS: 

Q. Now t h a t t h a t has been accepted by your 

colleagues, Mr. Kasper, loo k i n g a t t h a t b i l l i n s e r t , would 

you agree t h a t there i s an attempt here t o show the e f f e c t 

of the proposed increase on t y p i c a l r e s i d e n t i a l customer 

b i l l s ? 

A. Yes. 

Q. Now, j u s t l o o k i n g a t the various categories t h a t 

are i n d i c a t e d t h e r e , 500 k i l o w a t t - h o u r — hours of usage i s 

what I'm t a l k i n g about — 500 k i l o w a t t - h o u r s , 1,000 

ki l o w a t t - h o u r s , 1,500 kilo w a t t - h o u r s — would you agree w i t h 

me t h a t a monthly k i l o w a t t - h o u r usage of 500 k i l o w a t t - h o u r s 

or less i s probably a l i g h t i n g - o n l y customer? 

A. I cannot v e r i f y t h a t . I t h i n k you would have t o 

request an answer on t h a t from Mr. John S l i v k a . 

Q. Okay, so you have no knowledge whatsoever of 

what a p a r t i c u l a r customer might use on average on a monthly 

basis i n terms of kilowatt-hours? 

A. Of an average customer on our system? 

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

A. I f we take a look at i t on some of the studies 
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t h a t we've done, i t ' s been i n the area between f i v e and s i x 

hundred k i l o w a t t - h o u r s . 

Q. For which customers, s i r ? 

A. For an average customer. 

JUDGE CHRISTIANSON: Average r e s i d e n t i a l customer? 

THE WITNESS: Average r e s i d e n t i a l . 

BY MR. MICKENS: 

Q. Average r e s i d e n t i a l . What about, do you have 

any i n f o r m a t i o n whatsoever w i t h regard t o what an average 

l i g h t i n g - o n l y customer, monthly k i l o w a t t - h o u r usage would 

be? 

A. No. That would come under our market research 

group, under Mr. John S l i v k a . He'd be b e t t e r responsible 

f o r answering those questions. 

Q. Let me ask you t h i s : What about monthly usage 

f o r a customer t h a t i s a l l e l e c t r i c , meaning heating, l i g h t s 

and hot water? Do you have any average data w i t h regard t o 

what t h a t customer would be using on a monthly basis? 

A. Not at t h i s time, but again, t h a t could be 

submitted as a question. 

JUDGE CHRISTIANSON: You're suggesting an on-the-

record data request? 

MR. MICKENS: Your Honor, we requested some of t h i s 

i n f o r m a t i o n through an i n t e r r o g a t o r y . I'm t r y i n g t o e l i c i t 

some a d d i t i o n a l i n f o r m a t i o n a t t h i s time. 
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We're c e r t a i n l y w i l l i n g t o receive t h i s i n f o r m a t i o n 

i f i t ' s a v a i l a b l e as a response t o a data request, although 

i f i t i s a v a i l a b l e , I'm questioning the response t o 

OTS-RS-45. 

JUDGE CHRISTIANSON: Well, I guess there's a 

d i f f e r e n c e i n i n t e r p r e t a t i o n . They i n t e r p r e t i t as having 

a c t u a l meter readout f i g u r e s . You're i n d i c a t i n g they could 

estimate i t , and I t h i n k they can, p r e t t y c l e a r l y . 

MR. MICKENS: Okay. I f they can provide an estimate 

f o r the average r e s i d e n t i a l customer t h a t uses l i g h t s o n l y , 

f o r the average r e s i d e n t i a l customer t h a t uses l i g h t s and 

water heating, and f o r the average r e s i d e n t i a l customer t h a t 

i s a l l e l e c t r i c , or f o r a l l three purposes. 

JUDGE CHRISTIANSON: Now, one t h i n g which might mix 

i t up a b i t i s a i r c o n d i t i o n i n g , i f you can break t h a t out 

separately or — I guess he who heats i s normally he who a i r 

c o n d i t i o n s . 

MR. MICKENS: I would assume t h a t would be p a r t of 

the a l l - e l e c t r i c . 

JUDGE CHRISTIANSON: The heating and ev e r y t h i n g . 

MR. MICKENS: Yes. 

JUDGE CHRISTIANSON: That would be "A" under your 

No. 45. 

MR. MICKENS: That's r i g h t . 

JUDGE CHRISTIANSON: "A" i s the a l l - e l e c t r i c house. 
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MR. MICKENS: Correct. 

MR. MacGREGOR: We'll be happy t o supply whatever 

estimates we have. My sense i s t h a t a t l e a s t some estimate 

t h a t might be i n some type of range f o r l i g h t i n g - o n l y i s 

possible and the a l l - e l e c t r i c i s po s s i b l e . 

Whether we have anything on l i g h t i n g and water 

heating, I don't know, but we w i l l c e r t a i n l y supply whatever 

estimates we have. 

MR. MICKENS: Okay. 

JUDGE CHRISTIANSON: And I guess the standard would 

be, you take the a l l - e l e c t r i c customer, you s u b t r a c t out the 

l i g h t i n g customer, and you have the d i f f e r e n c e as the 

heating and other t h i n g s , heating/cooling, whatever. 

The company has undertaken t o respond as best as they 

can t o your o r i g i n a l No. 45. 

MR. MICKENS: Thank you, Your Honor. I appreciate 

t h a t . 

BY MR. MICKENS: 

Q. Just looking at the b i l l i n s e r t f o r one 

a d d i t i o n a l question, Mr. Kasper, lo o k i n g a t the t h i r d 

category there, the 1,500 k i l o w a t t - h o u r s , would you agree 

w i t h me t h a t the b i l l i n s e r t i n d i c a t e s t h a t based upon 

ac t u a l usage s t a t i s t i c s , the average monthly b i l l f o r a 

customer using up t o 1,500 k i l o w a t t - h o u r s per month would 

increase under the company's r a t e increase proposal about 
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A. That's c o r r e c t . 

Q. One a d d i t i o n a l question on t h a t matter: Do you 

happen t o know, Mr. Kasper, what percentage of PP&L's 

r e s i d e n t i a l customers are a l l - e l e c t r i c , or use e l e c t r i c f o r 

a l l purposes? 

A. Again, I don't have t h a t i n f o r m a t i o n w i t h me at 

t h i s time, and John S l i v k a would be the person t o r e f e r t h a t 

question t o . 

MR. MICKENS: Could I add t h a t t o the data request 

t h a t I asked? 

MR. MacGREGOR: Yes. 

MR. MICKENS: Thank you. 

BY MR. MICKENS: 

Q. Mr. Kasper, would you r e f e r t o the Company's 

e x h i b i t . Part IV, Attachment 4-C, which i s i n the green 

binder, page 26? 

A. 4-C? 

Q. Yes, page 26. Do you have that? 

A. Yes. 

Q. Looking down t o r a t e of change, near the bottom 

of t h a t page th e r e , r a t e of change percent, you would agree 

w i t h me t h a t t h i s schedule provides, f o r Rate Schedule SE, 

c a l c u l a t i o n of e f f e c t on proposed r a t e based on b i l l 

frequency d i s t r i b u t i o n f o r the 12 months ended September, 

C O M M O N W E A L T H REPORTING COMPANY (717) 7 6 1 - 7 1 5 0 



671 

1 

2 

:i 

4 

5 

6 

7 

8 

9 

10 

I I 

12 

13 

14 

18 

If) 

20 

21 

22 

23 

24 

25 

1994; i s t h a t correct? 

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

Q. Now, looking down towards the bottom of t h a t 

page, the l i n e marked "Rate Change" and "Percent," would you 

agree w i t h me t h a t the percent change i n the Rate Schedule 

SE, which i s f o r energy-only s t r e e t l i g h t i n g , i s 63.93 

percent? 

A. I ' l l agree w i t h you t h a t i t i s 63.93 percent f o r 

base rates only. 

Q. Okay, f o r base r a t e s . 

A. Yes. I t does not include an ECR adjustment f o r 

the present rates or f o r the proposed r a t e s . 

Q. Okay. Thank you. Now, j u s t w i t h regard t o the 

base r a t e percentage which we're t a l k i n g about, the 63.93 

percent, what i s the r a t i o n a l e f o r such an increase i n t h i s 

r a t e f o r m u n i c i p a l i t i e s and government agencies? 

A. The 63.93, once you b r i n g i n the energy cost 

r a t e of the present r a t e s , i s going t o b r i n g t h i s t o less 

than a 17 percent increase, o v e r a l l . 

Q. Okay, so there i s a c r e d i t i n v o l v e d there? 

A. No. There i s a charge under the c u r r e n t r a t e s 

f o r the energy cost r a t e which i s one cent per 

k i l o w a t t - h o u r , roughly, which i s not r e f l e c t e d i n these 

sheets. 

Q. Where i s t h a t r e f l e c t e d at? 
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A. That would be r e f l e c t e d i n the D-3 statement. 

Q. And you say t h a t w i t h t h a t , w i t h the impact of 

the statement at D-3, t h a t the percentage increase i s 

reduced t o what? 

A. Approximately 17 percent. 

Q. Now, was t h i s developed based upon a cost of 

service study? How was i t a r r i v e d at? 

A. I t was developed o f f of a cost of service study 

where we took the s t r e e t l i g h t i n g rates as we have them and 

then removed I believe the equipment and the maintenance 

costs from t h a t cost of service study. 

Q. Where does t h a t show up i n the f i l i n g ? Where i s 

t h a t i n the f i l i n g ? 

A. I do not believe t h a t i s w i t h i n the f i l i n g . I t 

i s a separate study. 

Q. Let me ask you t h i s , Mr. Kasper: For municipal 

s t r e e t l i g h t i n g , what time are the l i g h t s normally turned on 

and o f f i n the wi n t e r and the summer periods? 

A. Winter periods, they are, again, operated on a 

p h o t o c e l l , so they t u r n on when i t gets dark, u s u a l l y 

sometime i n the wi n t e r months between 4:30 and 5:00. 

I n the summer months, again, photo c o n t r o l i s 

b r i n g i n g them on closer t o e i g h t , nine o'clock a t n i g h t . 

Q. Now, does PP&L consider s t r e e t l i g h t i n g as found 

under Schedules SHS and SE on-peak or off-peak service? 
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A. We consider i t t o be an on-peak s e r v i c e . 

Q. You consider t h a t on-peak. Has PP&L ever 

considered off-peak rates f o r municipal l i g h t i n g ? 

A. No. 

Q. Why not? 

A. S t r e e t l i g h t i n g i s f o r p u b l i c s a f e t y , and t h a t ' s 

our main t h r u s t behind s t r e e t l i g h t i n g . I t would be 

b a s i c a l l y not i n the p u b l i c i n t e r e s t t o s t a r t b r i n g i n g your 

l i g h t s on l e t ' s say on a non-peak time p e r i o d a f t e r seven or 

e i g h t o'clock at n i g h t i n the w i n t e r t i m e , when i t ' s already 

dark. 

So f o r p u b l i c safety reasons, we've never gone i n t o 

off-peak s t r e e t l i g h t i n g . 

JUDGE CHRISTIANSON: I guess counsel may be t h i n k i n g 

more about cost of service studies than a c t u a l — 

BY MR. MICKENS: 

Q. Yes. Not only t h a t , I'm t h i n k i n g about what you 

a c t u a l l y c a l l i t . I t may be a semantical issue t h a t we're 

in v o l v e d i n here. You've already t e s t i f i e d t h a t PP&L 

considers these on-peak, and I guess — 

JUDGE CHRISTIANSON: Let me t r y one question. I s i t 

on-peak because i n the w i n t e r , they're there a t l i k e f o u r 

o'clock when there's heavy usage? 

THE WITNESS: That's c o r r e c t . 

JUDGE CHRISTIANSON: I n the summer, they wouldn't be 
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THE WITNESS: That's also c o r r e c t . Their 

c o n t r i b u t i o n t o the 12 CP would be less i n the summer 

months. 

JUDGE CHRISTIANSON: But t h e i r peak i s because of the 

wint e r t i m e when they're there e a r l y i n the evening? 

THE WITNESS: That's c o r r e c t . 

JUDGE CHRISTIANSON: Go ahead, counsel. I guess he's 

saying i n h i s answer, i f they avoided t h i s f o u r o'clock 

turn-on, t h a t could be considered then non-peaking, but 

since they're there a t four o'clock i n the w i n t e r , I guess 

t h a t ' s h i s problem, or four o'clock or thereabouts, maybe 

not q u i t e as e a r l y as four o'clock. 

MR. MICKENS: Right. 

BY MR. MICKENS: 

Q. But PP&L has never considered a l t e r n a t i v e 

p r i c i n g f o r the p r o v i s i o n of an off-peak p e r i o d t h a t ' s now 

considered on-peak — 

A. No. 

Q. — w i t h regard t o these rates? 

JUDGE CHRISTIANSON: Most of the usage would be more 

or less off-peak, but he says some of i t i s on-peak. 

THE WITNESS: That's c o r r e c t . 

2;) 

C O M M O N W E A L T H REPORTING COMPANY (717) 7 6 1 - 7 1 5 0 



675 

2 

3 

4 

5 

fi 

7 

8 

9 

10 

11 

12 

l.'i 

14 

18 

19 

20 

21 

22 

23 

24 

25 

BY MR. MICKENS: 

Q, You r e a l i z e t h a t the reason why we're having 

t h i s discussion i s because s t r e e t l i g h t i n g by i t s mere nature 

i s only going t o be needed when i t ' s dark, u n l i k e some other 

types of services. So t h a t ' s the reason f o r the questions. 

JUDGE CHRISTIANSON: This might t i e i n a l i t t l e b i t , 

I t h i n k the other witness on r e d i r e c t t a l k e d about g e t t i n g 

more usage e a r l y i n the evening, spring and f a l l evenings. 

But t h a t ' s j u s t a memory. I t might not help progress. 

MR. MacGREGOR: Well, I t h i n k i t does. PP&L i s 

somewhat d i f f e r e n t than I t h i n k most of the other e l e c t r i c 

u t i l i t i e s i n the s t a t e . We are a w i n t e r peaking company. 

We i n some months tend t o peak around t h a t l a t e afternoon 

period when the s t r e e t l i g h t s are on. 

And f o r another u t i l i t y t h a t was a summer peaking 

company dr i v e n by a i r c o n d i t i o n i n g , obviously f o r t h a t 

company, the s t r e e t l i g h t i n g usage i s going t o be off-peak 

because i t ' s a t ni g h t and i t ' s not o c c u r r i n g a t two or 

three o'clock i n the afternoon during the week, d u r i n g a 

period of heavy a i r c o n d i t i o n i n g . 

JUDGE CHRISTIANSON: When I said "the f a l l , " a c t u a l l y 

s t r e e t l i g h t i n g i s heavy i n the f a l l and w i n t e r . The 

shortest day of the year i s December 21st. 

MR. MacGREGOR: And t h a t ' s r e f l e c t e d i n the cost of 

service study. We use the 12 CP, so we look a t each month 
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of the cost of service study, and i f they're on a t the time 

of the peak, they're a l l o c a t e d costs i n t h a t month, and i f 

they're not on i n another month, they're not a l l o c a t e d 

production and demand costs. 

JUDGE CHRISTIANSON: Mr. Mickens might t r y t o 

convince you t o take a d i f f e r e n t view of the t h i n g . 

MR. MacGREGOR: I understand t h a t , but I j u s t wanted 

t o make sure — 

MR. MICKENS: I understand t h a t . 

BY MR. MICKENS: 

Q. Now, Mr. Kasper, you do recognize t h a t PP&L, 

being a w i n t e r peaking company, t h a t there's p o s s i b l y an 

opp o r t u n i t y t o look at off-peak r a t e s f o r these 

c l a s s i f i c a t i o n s during the summer? 

A, There may be. 

JUDGE CHRISTIANSON: Spring and summer, probably. 

BY MR. MICKENS: 

Q, Spring and summer. Would you acknowledge that? 

A, Yes. 

Q, Would you r e f e r t o the company's response t o 

0TS-RE-31D t h a t ' s i n the packet which i s OTS Cross-

Examination E x h i b i t No. 13? 

JUDGE CHRISTIANSON: Right a f t e r the ad — or the 

no t i c e , not an ad. I t ' s a n o t i c e . 

MR. MICKENS: What's that? 
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JUDGE CHRISTIANSON: I misspoke. The b i l l s t u f f e r i s 

not an ad, i t ' s a n o t i c e . I j u s t c o r r e c t e d myself. 

THE WITNESS: You have a 3ID? 

BY MR. MICKENS: 

Q. 3ID, yes. I t ' s the t h i r d item. Do you have 

that? 

A. Yes, I do. 

Q. Now, i n t h i s response, the 12 CP methodology i s 

explained; i s t h a t correct? 

A. Yes. 

Q. Looking at Attachment 1, Attachment 1 provides 

the c o n t r i b u t i o n of r a t e classes t o the monthly peaks f o r 

PP&L, i s t h a t c o r r e c t , f o r the year ended September 30, 

1994? 

(Pause.) 

Q. I s t h a t correct? 

A. Yes, i t does. 

Q. Now, i f you look down the l i s t a t s t r e e t and 

area l i g h t i n g , why are there seven months of 62 k i l o w a t t 

c o n t r i b u t i o n t o the system peak and f i v e months which are 

f a r i n excess of t h a t amount? Can you determine why t h a t 

might be the case? 

A. No, I cannot. I do not know. 

Q. Could you provide t h a t as a r e s u l t t o a data 

request, please? 
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(No response.) 

JUDGE CHRISTIANSON: The 62 i s i n t r i g u i n g , some s o r t 

of base usage or something. 

MR. MICKENS: I t ' s obvious t h a t the same t h i n g i s 

happening i n each month, Your Honor. We j u s t want t o f i n d 

out what's going on as opposed t o the other months. 

MR. MacGREGOR: So what you want i s an explanation of 

the 62? 

MR. MICKENS: An explanation of the 62 and why i t ' s 

so markedly d i f f e r e n t from the other months. 

MR. MacGREGOR: The ones t h a t are very high are 

obviously because the s t r e e t l i g h t i n g was on a t the time of 

the peak, l i k e on December 29, 1993, the peak was at 1800 

hours or s i x o'clock i n the evening, and the s t r e e t l i g h t s 

were on then, so t h a t number was high. 

I t h i n k what he i n d i c a t e d — I don't know what the 62 

i s , and w e ' l l e x p l a i n t h a t . 

JUDGE CHRISTIANSON: Right. The emphasis i s on the 

62, but he wants the whole p a t t e r n . 

MR. MICKENS: Exactly, because you've even got one 

month t h a t ' s even much lower than — 

THE WITNESS: I was t r y i n g t o respond t o your 62. I 

don't know why we have t h a t t h e r e . 

MR. MICKENS: Okay, thank you. 
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BY MR. MICKENS: 

Q. Now, Mr. Kasper, i s s t r e e t l i g h t i n g metered? 

A. Yes and no. The SE r a t e i s metered. Many of 

our other s t r e e t l i g h t i n g r ates are on a f i x t u r e b a s i s , where 

we have poles and the underground f a c i l i t i e s i n s t a l l e d but 

we charge on a pole basis, and no meters are attached t o 

those c i r c u i t s . 

JUDGE CHRISTIANSON: Because you know the usage? 

THE WITNESS: Yes. 

BY MR. MICKENS: 

Q. And w i t h regard t o t h i s s e r v i c e , f o r some of 

these services, at l e a s t one of the schedules, the customer 

provides the pole; i s n ' t t h a t correct? 

A. That's c o r r e c t . I believe t h a t ' s the SE. 

Q. That's the SE rate? 

A. Right. 

Q. And the SHS r a t e , the company provides the pole 

and the energy? 

A. Yes. 

Q. Now, i f off-peak rates were i n s t i t u t e d f o r 

s t r e e t l i g h t i n g , would i t be necessary t o meter those rates? 

A. Yes, i t would. Also, you would i n s t a l l c o n t r o l s 

f o r the systems, so i t would increase the costs of the 

i n s t a l l a t i o n s considerably. 

Q. So i t would be necessary t o meter those? 
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A. Yes. 

Q. Mr. Kasper, I have a few questions concerning 

minimum charges. I f you w i l l r e f e r t o page 7 again of your 

testimony, roughly l i n e s 10 though 11, you s t a t e t h a t the 

reason f o r increasing the customer charge f o r r e s i d e n t i a l 

service from $4.80 t o $7.20 per month i s t o more a c c u r a t e l y 

r e f l e c t the cost of service; correct? 

A. Correct. 

Q. Now, i f y o u ' l l look at the company's response t o 

0TS-RS-15D and 0TS-RS-4D which i t r e f e r s t o , here you 

i n d i c a t e or you make reference t o 0TS-RS-4D as p r o v i d i n g 

support f o r the proposed increase i n the RS customer charge; 

i s t h a t correct? 

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

Q. Now, i n support of t h a t , you make reference t o 

the response t o OTS-RS-4D, Attachments 1 and 2; i s t h a t 

correct? 

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

Q. And i n Attachment 1, we're t a l k i n g about 

customer r e l a t e d costs based on a cost a l l o c a t i o n study 

using a minimum size system, correct? 

A. Correct. 

Q. Just b r i e f l y , f o r the record, could you d e f i n e a 

minimum size system, Mr. Kasper? 

A. I believe t h a t was covered i n Mr. Kleha's 
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testimony e a r l i e r today. 

Q. I t was mentioned e a r l i e r . I f you would j u s t 

b r i e f l y respond t o t h a t , I would appreciate i t . 

A. Under our minimum system study, we f o l l o w e d the 

NARUC manual f o r s i z i n g out the minimum system study i n 

which we, b a s i c a l l y on a p o l e - f o r - p o l e replacement, used our 

minimum size pole t h a t we're using today, used our minimum 

size w i r e , our minimum size transformer, and also included 

the service drops and meters t o the customers. 

Q. And i n d i f f e r e n t i a t i n g the study provided i n 

Attachment 1 and the study provided i n Attachment 2, would 

you agree w i t h me t h a t the d i f f e r e n c e i s based upon demand? 

A. No. I believe Attachment 2 was a request f o r 

only the services t o the customer, which would have been the 

transformer, service drop and meter. 

Q. Okay. And i f you were d i f f e r e n t i a t i n g the study 

provided i n Attachment 2 from the study provided i n 

Attachment 1, what would you use as the most s i g n i f i c a n t 

d i f f e r e n t i a t i n g f a c t o r ? 

A. The minimum system i t s e l f , being the poles and 

conductors, i s missing. 

Q. I n Attachment 2? 

A. Yes. 

Q. Now, i n response t o 0TS-RS-15D, however, would 

you agree w i t h me t h a t the company i s based i t s proposed 
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increase t o the customer charge on the data t h a t ' s provided 

i n Attachment 1, or based upon the minimum system study? 

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

Q. Now, Mr. Kasper, i s i t r e q u i r e d t h a t a l l demand 

and demand r e l a t e d charges be recovered i n the minimum 

charge? 

A. The minimum charge i s r e p r e s e n t a t i v e of the 

customer component and not the demand component. 

Q. Yes. I'd l i k e you t o answer my question, f i r s t , 

and then provide your explanation. My question was, i s i t 

required t h a t a l l demand and demand r e l a t e d charges be 

recovered i n the minimum charge? 

A. No. 

Q. And would you agree t h a t any costs not recovered 

i n the minimum charge w i l l be recovered i n the usage blocks? 

A. That i s c o r r e c t . 

MR. MICKENS: Your Honor, I b e l i e v e t h a t ' s a l l t h a t I 

have f o r t h i s witness. At t h i s time, I would ask t h a t OTS 

Cross-Examination E x h i b i t No. 13 be moved i n t o evidence. 

MR. MacGREGOR: No o b j e c t i o n . 

JUDGE CHRISTIANSON: No. 13 i s accepted i n t o the 

record. 

(Whereupon, the document marked as OTS 

Cross-Examination E x h i b i t No. 13 was 

received i n evidence.) 
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MR. MICKENS: Thank you very much. 

JUDGE CHRISTIANSON: Let me j u s t have one or two 

follow-up questions t o Mr. Mickens. I seem t o r e c a l l a 

tendency several years ago or a few years ago t o f l a t t e n out 

the blocking i n r a t e design. Now we seem t o be pushing i t a 

b i t more up f r o n t again. Can you comment on that? 

THE WITNESS: We're looking a t t r y i n g t o recover the 

costs, s p e c i f i c a l l y customer charges and demand charges, i n 

the f r o n t end blocks of the r a t e , and not r e a l l y f l a t t e n i n g 

i t out but t r y i n g t o f r o n t end load the r a t e . 

JUDGE CHRISTIANSON: Yes, but f o r a w h i l e , i t seemed 

l i k e the tendency was i n the other d i r e c t i o n a b i t , t h a t we 

wouldn't have blocks anymore. Maybe I'm mistaken. 

THE WITNESS: Well, i t would have gone towards a 

f l a t t e n i n g out of the energy charge and a separate demand 

block and a separate customer charge t o t a l l y , which would be 

what you would r e f e r t o as the unbundled r a t e . 

And t h a t ' s the d i r e c t i o n t h a t many of the u t i l i t i e s 

have been heading. 

JUDGE CHRISTIANSON: But you're doing i t i n the 

blocking? 

THE WITNESS: Yes. I t ' s moving more towards t h a t 

s t y l e of a r a t e , where e v e n t u a l l y , i f you d i d move your 

demand and your customer component out of the energy blocks, 

you then have a thr e e - p a r t r a t e : b a s i c a l l y , customer charge. 
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demand charge segregated out, and your energy charge would 

be a f l a t r a t e r i g h t across the board. 

JUDGE CHRISTIANSON: Which would be de f e n s i b l e i n 

theory, but you're not going t h a t route? 

THE WITNESS: Right. I t would be very d i f f i c u l t t o 

do t h a t without tremendous impacts on the customers across 

the c l a s s . 

JUDGE CHRISTIANSON: Fine. That's s u f f i c i e n t f o r me, 

and i f you wanted t o f o l l o w up — 

MR. MICKENS: No, Your Honor, nothing f u r t h e r . 

JUDGE CHRISTIANSON: Then w e ' l l go w i t h Consumer 

Advocate. 

MS. McCLOSKEY: Thank you. Your Honor. 
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1 CROSS-EXAMINATION 

2 BY MS. McCLOSKEY: 

3 Q. Good afternoon, Mr. Kasper. My name i s Tanya 

4 McCloskey. I'm w i t h the O f f i c e of Consumer Advocate. I'd 

5 l i k e t o stay w i t h OTS Cross-Examination E x h i b i t No. 13, and 

6 you were discussing the response t h a t was marked 0TS-RS-4D, 

7 Attachment 1 and Attachment 2. As I understand these 

8 attachments, Attachment 1 contains a l l of the costs t h a t 

9 PP&L considers t o be customer r e l a t e d ; i s t h a t correct? 

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

11 Q. And then Attachment 2 shows the assessment of 

12 customer costs using customer-related b i l l i n g , metering and 

13 service l i n e s . I be l i e v e you answered t h a t yes. 

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

15 Q. Now, on Attachment 1, i f you could look a t l i n e 

16 18, the operation and maintenance expense, am I c o r r e c t t h a t 

17 -- and I'm going t o focus on the Rate RS -- t h a t the t o t a l 

18 of $113,448,000 shown there i s derived from E x h i b i t JMK-2, 

19 pages 69 through 71, and t h a t would be Mr. Kleha's cost of 

20 service study? 

21 A. I cannot v e r i f y t h a t . 

22 Q. Would you l i k e t o see a copy of JMK-2? I don't 

23 know i f the company has one f o r you. 

24 MR. MacGREGOR: We do. S i x t y - n i n e through 71? 

25 MR. KLEPPINGER: Pages 69 through 71, and w e ' l l look 
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1 at page 71, l i n e 53. For the r a t e class RS I'm focusing on. 

2 (Document handed t o witness.) 

3 THE WITNESS: Okay. 

4 BY MS. McCLOSKEY: 

5 Q. You see there the $113,448,000. And t h i s i s the 

6 summary of what occurred on the p r i o r pages; i s t h a t your 

7 understanding? 

8 A. That's c o r r e c t ; yes. 

9 Q. Now, t h a t operation and maintenance number 

10 includes such items as the customer component of the 

11 d i s t r i b u t i o n expense, customer accounting, a d m i n i s t r a t i v e 

12 and general expenses, and then i t ' s f o l l o w e d w i t h some 

13 adjustments; i s t h a t correct? 

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

15 Q. On Attachment 2, on l i n e 18 under the operation 

16 and maintenance expense f o r the Rate RS, you include 

17 $92,323,000, and t h a t ' s about a $21 m i l l i o n d i f f e r e n c e i n 

18 the two numbers. 

19 A. Would you repeat that? 

20 Q. On Attachment 2, l i n e 18 f o r operation and 

21 maintenance expense, you include $92,323,000 as opposed t o 

22 the $113,448,000 shown on Attachment 1, and t h a t ' s 

23 approximately a $21 m i l l i o n d i f f e r e n c e ; correct? 

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

25 Q. What costs or p o r t i o n s of costs d i d you remove 
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1 t o a r r i v e a t the $92,323,000 on Attachment 2? 

2 A. I'm going t o have t o r e f e r t h a t question back t o 

3 Mr. Joe Kleha. 

4 MR. KLEPPINGER: Your Honor, could I make an on-the-

5 record data request t h a t the company or Mr. Kleha provide 

6 f o r us as soon as possible the r e c o n c i l i a t i o n , what was 

7 removed, t o a r r i v e a t the $92,323,000 on Attachment 2? 

8 JUDGE CHRISTIANSON: He's s t i l l present and he's 

9 nodding, so I guess you're okay. 

10 MR. MacGREGOR: We can do t h a t . 

11 BY MS. McCLOSKEY: 

12 Q. Would you agree w i t h me t h a t the $92,323,000 

13 would include some p o r t i o n of a d m i n i s t r a t i v e and general 

14 expenses i n t h a t O&M expense number on Attachment 2? 

15 A. Yes, i t should. 

16 Q. And i t would also include a t l e a s t p o r t i o n s of 

17 such costs as u n c o l l e c t i b l e accounts;; i s t h a t correct? 

18 A. That I'm not sure of. 

19 JUDGE CHRISTIANSON: Mr. Kleha i s wondering back 

20 there as w e l l . 

21 Go ahead and speak up i f you l i k e . 

22 MR. KLEHA: B a s i c a l l y what you have on Attachment 2, 

23 I b e l i e v e , i s everything r e l a t e d t o d i s t r i b u t i o n only. 

24 There's no A&G i n there, there's no u n c o l l e c t i b l e accounts. 

25 MS. McCLOSKEY: I t h i n k i f you look a t your cost of 
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1 service study and p u l l out the customer-related components 

2 of t h i n g s l i k e u n c o l l e c t i b l e s , employee b e n e f i t s , customer 

3 accounting, customer services and i n f o r m a t i o n , and A&G 

4 expenses, you get a number less than $92 m i l l i o n , and what 

5 we're t r y i n g t o do i s get a r e c o n c i l i a t i o n of those. 

6 MR. KLEHA: We'll r e c o n c i l e i t by the appropriate 

7 items t h a t we removed. 

8 JUDGE CHRISTIANSON: Technically he's a company 

9 o f f i c i a l and not a witness, but i t ' s on the t a b l e . 

10 MR. MacGREGOR: We w i l l be happy t o supply the 

11 c a l c u l a t i o n t o show the d i f f e r e n c e . We'll do i t as soon as 

12 we can. 

13 MS. McCLOSKEY: Could you, i n supplying t h a t , confirm 

14 whether the e n t i r e amount of a d m i n i s t r a t i v e and general 

15 expense, u n c o l l e c t i b l e s expenses, employee b e n e f i t s , 

16 customer accounting and customer services and i n f o r m a t i o n 

17 was removed from the costs included on Attachment 2? 

18 MR. MacGREGOR: Yes. I assume t h a t would be p a r t of 

19 the breakdown. 

20 BY MS. McCLOSKEY: 

21 Q. Mr. Kasper, you've had a number of discussions 

22 about the company's three-step d e c l i n i n g block r a t e 

23 s t r u c t u r e both w i t h Mr. Mickens and w i t h the Judge, and I 

24 b e l i e v e we've established t h a t the f i r s t two blocks are 

25 intended t o recover the customer components i n the e a r l i e r 
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1 blocks. 

2 A. The remainder of the customer components not 

3 recovered i n the customer charge. 

4 Q. Were the d e c l i n i n g block r a t e s proposed t o serve 

5 any a d d i t i o n a l purposes? 

6 A. No. 

7 Q. Does the use of the d e c l i n i n g block r a t e 

8 encourage the use of e l e c t r i c i t y ? 

9 A. Yes, i t does. I t tends t o give a lower 

10 incremental cost t o the t a i l end of the r a t e and does 

11 encourage the use of e l e c t r i c i t y . 

12 Q. Now, I would also l i k e t o f o l l o w up on your 

13 Attachment 4 t o be sure I understand what occurred there. 

14 I t ' s i n Volume IV of the f i l i n g requirements, your 

15 Attachment 4-C, and I would l i k e t o j u s t focus on page 1, 

16 which shows the r e s i d e n t i a l r a t e schedule. 

17 At the bottom e s s e n t i a l l y what you do i s you 

18 c a l c u l a t e revenue at present rates and then at proposed 

19 rates and determine a percentage d i f f e r e n c e , which comes out 

20 t o be 30.88 percent. 

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

22 Q. And t h a t ' s obviously higher than the 15.29 

23 percent increase t h a t ' s been discussed i n the case f o r the 

24 Rate RS. Now, am I c o r r e c t t h a t -- l e t me put i t t h i s way: 

25 i f you look at the bottom of t h a t y o u ' l l see the 
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1 $246,959,094, and t h a t ' s the revenue increase required from 

2 t h a t class. 

3 A. I n base r a t e s . 

4 Q. I n base r a t e s . But i n t h i s case you're r o l l i n g 

5 i n t o base rates approximately $118 m i l l i o n of revenue t h a t 

6 had p r e v i o u s l y been recovered i n the ECR but was now being 

7 recovered i n base r a t e s . 

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

9 Q. So of the $246 m i l l i o n , r e s i d e n t i a l ratepayers 

10 were already paying $118 m i l l i o n of t h a t but i t was j u s t i n 

11 the ECR, so the proposed increase only goes t o the 

12 d i f f e r e n c e between those two numbers. 

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

14 Q. The d i f f e r e n c e between $246 m i l l i o n and $118 

15 m i l l i o n , which i s about $128 m i l l i o n . And t h a t should 

16 correspond t o the approximate 15 percent increase. 

17 A. Subject t o check, yes. 

18 Q. And we can see the $118 m i l l i o n , i f you look at 

19 your E x h i b i t OGK-2, i n the very back of t h a t e x h i b i t where 

20 you have a t a b u l a t i o n of revenue e f f e c t . On page 2 of 4, at 

21 the very top, y o u ' l l see the ECR r o l l - i n f o r the r e s i d e n t i a l 

22 class of $118,048,728. 

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

24 Q. I would l i k e t o t u r n t o page 16 of your 

25 testimony, beginning on l i n e 1, where you're discussing the 
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1 EDI/IDI c r e d i t s . Am I c o r r e c t t h a t the c r e d i t s were 

2 implemented i n 1987? 

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

4 Q. And the company i s planning t o phase them out by 

5 the year 2000; i s t h a t c orrect? 

6 A. I n our cu r r e n t t a r i f f , yes, t h a t i s c o r r e c t . 

7 Q. So these c r e d i t s w i l l have been i n existence f o r 

8 13 years; correct? 

9 A. Right. 

10 Q. Are you aware of any economic development 

11 discounts f o r any other u t i l i t y t h a t have l a s t e d t h a t long? 

12 A. No, I am not. 

13 Q. Given t h a t PP&L has not had a general r a t e case 

14 since 1984, have other customer rates been a f f e c t e d by these 

15 discounts? 

16 A. No, they have not. They are on the increment 

17 and they have come out of the p o t e n t i a l earnings f o r our 

18 shareholders. 

19 Q. You s t a t e on page 18 of your testimony, l i n e s 16 

20 t o 17, t h a t sales are greater due t o the EDI/IDI c r e d i t s . 

21 During the time t h a t these c r e d i t s have been o f f e r e d , has 

22 PP&L received revenue greater than i t s a d d i t i o n a l cost f o r 

23 these sales? 

24 A. Yes, we have. 

25 Q. Would you agree w i t h me t h a t t h a t was p a r t of 
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1 the reason PP&L was able t o defer f i l i n g a r a t e case? 

2 A. I t was p a r t of the reason, yes. 

3 Q. Now, i n PP&L's l a s t r a t e case, rates were set t o 

4 cover PP&L's costs i n c l u d i n g i t s f i x e d costs, were they not? 

5 A. Yes. 

6 Q. And the EDI/IDI sales were made i n a d d i t i o n t o 

7 the t e s t year l e v e l of sales i n t h a t r a t e case; correct? 

8 A. Yes. 

9 Q. So these a d d i t i o n a l sales were not needed t o 

10 cover PP&L's f i x e d costs; i s t h a t correct? 

11 A. I n the i n t e r i m between r a t e cases? 

12 Q. Yes. 

13 A. I would say no, t h a t the f i x e d costs of the 

14 company have increased over time as w e l l as our v a r i a b l e 

15 costs, and the a d d i t i o n a l sales helped defer a r a t e case. 

16 Q. Now, on page 20 of your testimony you discuss 

17 Demand Free Days, and as I understand i t , the customer i s 

18 able t o s e l e c t f r e e weekdays i n which the demand i s not 

19 counted f o r b i l l i n g purposes; correct? 

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

21 Q. Does the company's monthly peak demands always 

22 occur on a weekday? 

23 A. Subject t o check, yes, I b e l i e v e they do. 

24 Q. Have customers t a k i n g advantage of t h i s 

25 operation increased t h e i r demand? 
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1 A. We have 23 customers on i t , and of t h a t seven 

2 are t a k i n g advantage of i t , and yes, they have, of those 

3 seven, increased demand. 

4 Q. Has the peak demand of these customers on Demand 

5 Free Days ever c o n t r i b u t e d t o the company's monthly peak 

6 demand? 

7 A. I do not know at t h i s time. 

8 MS. McCLOSKEY: Thank you, Your Honor. I have no 

9 f u r t h e r questions of Mr. Kasper. 

10 JUDGE CHRISTIANSON: We could break soon. Do you 

11 want t o s t a r t o f f ? 

12 MS. BRANDEIS: I t ' s up t o you, Your Honor. 

13 JUDGE CHRISTIANSON: Let's take a break f o r a few 

14 minutes. We've been running about an hour-and-a-quarter. 

15 Let's take about ten minutes. 

16 (Recess. ) 

17 JUDGE CHRISTIANSON: We can s t a r t again w i t h 

18 Bethlehem, I guess. We'll t r y t o run t o n i g h t and get done 

19 w i t h the witness i f we can, possibly. 

20 CROSS-EXAMINATION 

21 BY MS. BRANDEIS: 

22 Q. Good afternoon, Mr. Kasper. I'm Joan Brandeis 

23 f o r Bethlehem Steel Corporation. 

24 A. Good afternoon. 

25 Q. On page 5 of your testimony you say t h a t the 
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1 degree of movement of ra t e s toward the cost of service i s 

2 constrained by the need t o acknowledge and respond t o 

3 competition i n some of the company's markets, i n c l u d i n g the 

4 a b i l i t y of some large customers t o s h i f t production 

5 f a c i l i t i e s . 

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

7 Q. Am I c o r r e c t t h a t an example of t h i s i s 

8 Bethlehem Steel's f a c i l i t i e s i n Maryland and Indiana? 

9 A. That I cannot answer. I'm not sure, simply 

10 because I do not know the products t h a t you're a c t u a l l y 

11 manufacturing i n Burns Harper and Sparrows Point. 

12 Q. On page 10, at l i n e s 8, 9 and 10, you r e f e r t o 

13 o p t i o n a l i n t e r r u p t i b l e power i s a market choice t h a t 

14 customers w i t h i n t e r r u p t i b l e load can exercise. 

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

16 Q. Would you agree t h a t the p r i c i n g p r o v i s i o n s t h a t 

17 c u r r e n t l y e x i s t f o r o p t i o n a l i n t e r r u p t i b l e power under r a t e 

18 schedule LP-5 are s t r u c t u r e d t o r e f l e c t the lesser value of 

19 a non-firm service? 

20 A. They were s t r u c t u r e d i n our o r i g i n a l f i l i n g t o 

21 provide EDI c r e d i t s and provide i n t e r r u p t i b l e resource f o r 

22 PP&L. I n t h a t case they were r e f l e c t e d t o provide both of 

23 those, so i t i s r e f l e c t i n g some i n t e r r u p t i b l e plus some 

24 economic development. 

25 Q. On page 11 also you s t a t e , and I'm going t o 
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1 quote, "as st a t e d i n Mr. Si p i c s ' testimony, the value of 

2 i n t e r r u p t i b l e load has declined m a t e r i a l l y . " Can you p o i n t 

3 out t o me the place i n Mr. Si p i c s ' testimony where he stat e s 

4 t h i s ? 

5 A. You're l o o k i n g a t l i n e 5, page 11? 

6 Q. I'm lo o k i n g a t l i n e 5, " F i r s t , as st a t e d i n Mr. 

7 S i p i c s ' testimony, the value of i n t e r r u p t i b l e load has 

8 declined m a t e r i a l l y . " 

9 A. S p e c i f i c a l l y I can't p o i n t t h a t out r i g h t now. 

10 I f I have a copy of h i s testimony, I might be able t o loc a t e 

11 i t . 

12 Q. I can give you a copy of Mr. Si p i c s ' testimony. 

13 MS. BRANDEIS: I f t h a t ' s a l l r i g h t , Your Honor. 

14 JUDGE CHRISTIANSON: Yes. Go ahead. See i f you can 

15 f i n d i t t o help r e f r e s h h i s memory. You're suggesting i t 

16 might not be there? 

17 MS. BRANDEIS: That's what I'm suggesting. 

18 JUDGE CHRISTIANSON: Then i t might take him a l i t t l e 

19 longer t o f i n d i t . 

20 MS. BRANDEIS: Impossible t h i n g s are done i n a 

21 second. 

22 (Document handed t o witness.) 

23 JUDGE CHRISTIANSON: I guess we could c l a r i f y 

24 somewhat what we mean by value. I guess value i n the sense 

25 of capacity needs. 
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1 (Pause.) 

2 MR. MacGREGOR: Do you mind i f I show him the 

3 reference, or do you want him t o f i n d i t himself? 

4 MS. BRANDEIS: Not at a l l . 

5 THE WITNESS: I t ' s on page 15 of Mr. Si p i c s ' 

6 testimony, l i n e s 7, 8, 9 and 10. "Recently market 

7 t r a n s a c t i o n s have i n d i c a t e d the i n s t a l l e d capacity c r e d i t s 

8 have been purchased and sol d as low as 15 t o 20 percent of 

9 the PJM value," which was $73.00 per KW f o r your --

10 JUDGE CHRISTIANSON: So you're t a l k i n g about the 

11 p r i c e of capacity. 

12 BY MS. BRANDEIS: 

13 Q. And you equate t h a t t o the statement t h a t he's 

14 t e s t i f y i n g t h a t the value of i n t e r r u p t i b l e load has declined 

15 m a t e r i a l l y when he's t a l k i n g about the p r i c e the capacity 

16 c r e d i t s are being purchased f o r ? 

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

18 Q. A f a c t u a l question. On page 12 you show the 

19 computation on l i n e s 19, 20 and 21. I wonder, i s there any 

20 reason t h a t the numbers t h a t you're using on l i n e 20 d i f f e r 

21 from the explanation of the t a r i f f contained i n OGK-2 at 

22 page 11? S p e c i f i c a l l y , you're using 4.88 times 1,200,000 

23 k i l o w a t t - h o u r s , and on page 11 you reference 4.86. 

24 S i m i l a r l y , you're using 3.88 times 1,500,000 k i l o w a t t - h o u r s 

25 and on page 11 i t ' s 3.68. Am I not understanding your 
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1 numbers? I s there a reason f o r the di f f e r e n c e ? 

2 A. Let me review i t a second. 

3 (Witness perusing documents.) 

4 A. Could you review t h a t question again, please? 

5 Q. On l i n e 20 i n your testimony you're g i v i n g us 

6 some c a l c u l a t i o n s t o show how th i n g s were a r r i v e d a t , and on 

7 a r r i v i n g a t $220,530 you give the c a l c u l a t i o n 4.88 times 

8 1,200,000 k i l o w a t t s . 

9 A. Right. 

10 Q. I f you look a t your E x h i b i t OGK-2, a t page 11, 

11 which i s a comparison of the present and proposed r a t e s f o r 

12 LP-5 --

13 A. Right. 

14 Q. I mean I can't shouldn't these two f i g u r e s be 

15 the same? I f they should not, can you ex p l a i n why not? 

16 JUDGE CHRISTIANSON: You mean the 4.86 and 4.88? 

17 MS. BRANDEIS: Right. And 3.68 and 3.88. 

18 BY MS. BRANDEIS: 

19 Q. You're t a l k i n g about the h i s t o r i c LP r a t e and 

20 you're showing us what i t would look l i k e . 

21 A. Yes. There seems t o be a typo g r a p h i c a l e r r o r on 

22 the f i r s t block. The 4.88 cents per k i l o w a t t - h o u r i n my 

23 testimony, versus the 4.86 t h a t ' s showing up, t h a t ' s what 

24 you're discussing? 

25 Q. Yes. 
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1 A. I b e l i e v e t h a t ' s j u s t an e r r o r . 

2 Q. I f t h a t ' s what i t i s , t h a t ' s f i n e . Which i s 

3 correct? 

4 A. The 4.86. 

5 Q. So on page 12 i t should be 4.86? 

6 A. Right. 

7 Q. And also, I assume i t should be 3.68 not 3.88? 

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

9 Q. Would t h a t make any d i f f e r e n c e i n the outcome of 

10 the c a l c u l a t i o n s ? And i f i t does, would you advise us? You 

11 don't have t o do i t now. 

12 A. Okay. W i l l do. 

13 Q. Let me ask you t h i s , Mr. Kasper. When PP&L 

14 requests a customer t o reduce i t s i n t e r r u p t i b l e load, what 

15 does PP&L do w i t h the capacity which t h a t i n t e r r u p t i b l e 

16 customer i s not using? 

17 A. At t h a t time i t ' s used t o meet the capacity 

18 requirements of the other customers on our system. 

19 Q. I n other words, i t ' s being sold t o other 

20 customers who need i t , supplied t o other customers who need 

21 i t ? 

22 A. (Witness nodding a f f i r m a t i v e l y . ) 

23 Q. Would you agree t h a t when you s e l l capacity t o a 

24 h o s p i t a l or a r e s i d e n t i a l customer when they need i t , t h a t 

25 i t s value i s equal t o any other capacity on the PP&L system 
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1 which you would s e l l t o a customer? 

2 A. Under our r a t e schedules t h a t would be t r u e . 

3 Q, Now, on page 13, at l i n e 16, you suggest t h a t 

4 i n t e r r u p t i b l e load i s only a v a i l a b l e f o r i n t e r r u p t i o n f o r 

5 r e l a t i v e l y few hours a year. Am I c o r r e c t t h a t an LP-5 

6 customer can be i n t e r r u p t e d f o r up t o 200 hours a year? 

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

8 Q. On page 15, a t l i n e s 13 through 16, where you 

9 discuss the proposal t o i n s t i t u t e a cap of 500 megawatts of 

10 non-coincident i n t e r r u p t i b l e load, can you t e l l us, how d i d 

11 you a r r i v e at 500 megawatts as a cap? 

12 A. This goes back t o the c l o s i n g of the 

13 i n t e r r u p t i b l e r a t e and the amount of i n t e r r u p t i b l e capacity 

14 t h a t we were s t a r t i n g t o experience on our system, and we 

15 were s t a r t i n g t o develop what was c a l l e d a double peaking 

16 s i t u a t i o n . When we a c t u a l l y reduced the peak u t i l i s i n g the 

17 i n t e r r u p t i b l e customers, we a c t u a l l y developed a peak 

18 outside a ten-hour period which i s higher. Therefore, when 

19 we s t a r t e d l o o k i n g at i t , i t seemed reasonable t h a t the 300 

20 t o 350 megawatt range of coi n c i d e n t peak load r e d u c t i o n i s 

21 what we needed. 

22 Now, when you take a look at the d i v e r s i f i e d or non-

23 d i v e r s i f i e d b i l l i n g of these customers, t h a t ' s the 

24 d i f f e r e n c e between t h e i r max b i l l i n g demand or max peak 

25 demand on a monthly basis minus t h e i r f i r m i n the c o n t r a c t , 
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1 when we take a look at t h a t , about 500 megawatts i s going t o 

2 give us our 300 t o 350 megawatt range of i n t e r r u p t i b l e load 

3 t h a t we desire on the hour system peak. 

4 Q. I guess my question then i s why 350? How d i d 

5 you a r r i v e at t h a t as what you need? 

6 A. Any peak r e d u c t i o n f u r t h e r than t h a t becomes 

7 unnecessary f o r us. I t has l i t t l e value beyond t h a t p o i n t 

8 because we're a c t u a l l y reducing the peak f u r t h e r than we 

9 need t o t o maintain a l e v e l load. A c t u a l l y , what you would 

10 see i s a peak o c c u r r i n g outside the ten-hour window as these 

11 customers would s t a r t t o come back on. 

12 Q. Again, I'm sorry t o be slow, but the basis f o r 

13 the 350 i n p a r t i c u l a r ? Am I missing something? Where d i d 

14 you derive 350? One more time. 

15 A. Well, when we take a look --

16 JUDGE CHRISTIANSON: That's the size of the peak you 

17 want t o shave o f f . 

18 THE WITNESS: I t ' s the size of the peak we want t o 

19 shave. On a peak day, i f we s t a r t e d and looked at a t e n -

20 hour window centered around the peak t h a t was going t o occur 

21 and reduced i t by 350 megawatts, what we would s t a r t t o see 

22 i f we reduced f u r t h e r than t h a t , l e t ' s say 450 megawatts, i s 

23 t h a t we would incu r another peak outside of t h a t window, a t 

24 the beginning or end of i t . So now what's happened t o us i s 

25 we've reduced below those peak l e v e l s . 
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1 BY MS. BRANDEIS: 

2 Q. And another peak would occur because why 

3 would another peak occur outside of a ten-hour window? 

4 A. The contr a c t s s t a t e t h a t the customers stay o f f 

5 f o r ten hours. Once they leave t h a t ten-hour window, i t i s 

6 t h e i r choice t o come back up t o f u l l load. 

7 Q. And i t ' s your experience t h a t they do th a t ? 

8 I t ' s not l i k e a h o t e l room, you know, a l o s t n i g h t i s a l o s t 

9 night? 

10 A. I t ' s our experience t h a t they do t h a t . With the 

11 i n t e r r u p t i b l e customers we had p r i o r t o the LP-5 r a t e , t h a t 

12 was t h e i r normal mode of operation. Once they i n t e r r u p t e d , 

13 they would come back a f t e r t h e i r a l l o t t e d time period, back 

14 t o f u l l load. 

15 Q. Turning t o --

16 MS. BRANDEIS: Excuse me one second, Your Honor. 

17 JUDGE CHRISTIANSON: Sure. 

18 (Pause. ) 

19 BY MS. BRANDEIS: 

20 Q. Turning t o your E x h i b i t OGK-1, and i n p a r t i c u l a r 

21 t o the proposed r a t e schedule f o r r e s i d e n t i a l service 

22 thermal storage. Am I c o r r e c t t h a t the RTS r a t e i s designed 

23 t o reward r e s i d e n t i a l ratepayers who are w i l l i n g t o postpone 

24 c e r t a i n usage t o PP&L's off-peak hours, or t o encourage 

25 them, or t o fo r c e them? 
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1 A. I t was t o encourage them t o move t o time periods 

2 other than the normal r e s i d e n t i a l peak periods. This i s a 

3 load management r a t e , not nec e s s a r i l y an off-peak r a t e , 

4 Q. I f you know, when was the r a t e put i n t o e f f e c t ? 

5 A. I b e l i e v e i t was -- I'm not sure. Maybe 1991. 

6 Q. And under t h a t r a t e 

7 A. Nineteen eighty-one; sorry. 

8 Q. I'm sorry; go ahead. 

9 A. I t h i n k i t was 1981. 

10 Q. Under the r a t e a customer can choose one of 

11 three o p t i o n a l on-peak periods? 

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

13 Q. And the three periods are? 

14 A. Seven a.m. t o 5=00 p.m., 8:00 a.m. t o 6:00 p.m., 

15 or 9:00 a.m. t o 7:00 p.m. 

16 Q. Would you agree t h a t the RTS class imposes a 

17 higher demand per customer than a r e s i d e n t i a l customer w i t h 

18 s u b s t a n t i a l l y equivalent energy usage but who does not have 

19 the thermal storage capacity? 

20 A. Yes, they do. 

21 Q. Under r a t e schedules LP-4 and LP-5, what are the 

22 on-peak b i l l i n g periods f o r b i l l i n g purposes which customers 

23 served under those rates can choose? 

24 A. Those are 7:00 a.m. t o 3:00 p.m., 8:00 a.m. t o 

25 4:00 p.m., and 9=00 a.m. t o 5:00 p.m. 

C O M M O N W E A L T H R E P O R T I N G C O M P A N Y (717) 761-7150 



703 

1 Q. Under the r a t e design of on-peak and off-peak 

2 periods, am I c o r r e c t t h a t the demand t h a t i s used dur i n g 

3 the off-peak periods does not get included i n the 

4 c a l c u l a t i o n of the customer's b i l l ? 

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

6 Q. So you would agree t h a t i n d u s t r i a l customers are 

7 l i k e l y t o attempt t o c o n t r o l energy usage during the on-peak 

8 periods and t o s h i f t production t o the off-peak? 

9 A. That's c o r r e c t . That was the o r i g i n a l i n t e n t of 

10 those on-peak/off-peak periods, was t o encourage economic 

11 development. 

12 Q. Can you t e l l us what percentage of PP&L's 

13 i n d u s t r i a l load has elec t e d an on-peak b i l l i n g demand period 

14 before 4:00 p.m.? 

15 A. No, not a t t h i s time. We would have t o do t h a t 

16 i n a data request f o r you. 

17 MS. BRANDEIS: Could you give us t h a t i n f o r m a t i o n , 

18 Mr. MacGregor? 

19 MR. MacGREGOR: Could you repeat i t , please? 

20 MS. BRANDEIS: I want t o know what percentage of 

21 PP&L's i n d u s t r i a l load has elected an on-peak b i l l i n g demand 

22 period before 4:00 p.m. 

23 BY MS. BRANDEIS: 

24 Q. Mr. Kasper, t o your knowledge over the past ten 

25 years have PP&L's a c t u a l monthly system peaks been g r a d u a l l y 
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1 moving toward l a t e afternoon and e a r l y evening? 

2 A. Yes, they have. 

3 Q. Am I c o r r e c t t h a t i f i n d u s t r i a l s impose a 

4 greater demand on the system i n l a t e afternoon, t h a t while 

5 f o r b i l l i n g purposes the demand i s not counted, f o r the 

6 purpose of a l l o c a t i n g demand i t would be? 

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

8 Q. So t o the extent i n d u s t r i a l customers have 

9 s h i f t e d demand i n response t o your r a t e design, the cost of 

10 service process w i l l tend t o a l l o c a t e higher demand costs t o 

11 t h a t class? 

12 A. That could happen. 

13 Q. Can you t e l l us, i n f a c t , have there been 

14 s i g n i f i c a n t change i n customer class a l l o c a t i o n s between the 

15 1983 cost of service study and the cost of service study 

16 performed i n t h i s case? 

17 A. No, I can't give you t h a t i n f o r m a t i o n at t h i s 

18 time. 

19 Q. Let me ask the question another way. Do you 

20 know whether the demand a l l o c a t i o n t o i n d u s t r i a l customers 

21 i s higher i n t h i s case than i t was i n "83? 

22 A. I do not know. 

23 Q. Would you agree t h a t the r e s i d e n t i a l thermal 

24 storage r a t e has c o n t r i b u t e d t o a s h i f t i n the a c t u a l peak? 

25 A. No, I w i l l not agree w i t h t h a t . The s h i f t i n 
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1 the a c t u a l peak i s more r e l a t e d t o the change i n the 

2 r e s i d e n t i a l RS customers t h a t are moving towards an evening 

3 peak. Yes, because of t h a t move, RS i s now c o n t r i b u t i n g t o 

4 a system peak, but i t i s n e i t h e r the cause nor the reason 

5 why i t s h i f t e d i n t h a t d i r e c t i o n . 

6 MR. MacGREGOR: Just so the record i s c l e a r , I t h i n k 

7 you said RS there. You meant RTS? 

8 THE WITNESS: The RS class. 

9 MR. MacGREGOR: You meant RTS? 

10 THE WITNESS: No. The RS class, the r e s i d e n t i a l 

11 class i n general, i s moving towards an evening peak. The 

12 RTS customers are already there, and the other classes have 

13 moved. 

14 JUDGE CHRISTIANSON: I could ask you t o speculate as 

15 t o why, but t h a t would be speculation. 

16 THE WITNESS: Yes. 

17 MS. BRANDEIS: Your Honor, I would l i k e t o have 

18 marked Bethlehem Steel Corporation Cross-Examination E x h i b i t 

19 No. 1 and d i s t r i b u t e i t t o counsel. 

20 JUDGE CHRISTIANSON: We'll c a l l i t your No. 1. 

21 (Whereupon, the document was marked 

22 as Bethlehem Steel Cross-Examination 

23 E x h i b i t No. 1 f o r i d e n t i f i c a t i o n . ) 

24 MR. MacGREGOR: Your Honor, t o the extent i t matters, 

25 t h i s i s already i n the record from t h i s morning. I f i t 
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1 makes any d i f f e r e n c e t o you. 

2 MS. BRANDEIS: I understand t h a t . We have, at the 

3 back of the e x h i b i t , we have our own e x t r a p o l a t i o n . 

4 Everyone has ex t r a p o l a t e d from t h a t e x h i b i t . 

5 MR. MacGREGOR: I t ' s i n graph v e r s i o n t h i s time. 

6 MR. HAYNES: I ' l l note f o r the record i t ' s not i n 

7 c o l o r though. 

8 OUDGE CHRISTIANSON: We have a la r g e d u p l i c a t i o n but 

9 not t o t a l d u p l i c a t i o n . This i s your Cross-Examination 

10 E x h i b i t No. 1. 

11 BY MS. BRANDEIS: 

12 Q. This i s , i n f a c t , Mr. Kasper, the Pennsylvania 

13 Power & L i g h t response t o PPLICA I n t e r r o g a t o r y Set I , 

14 Question 32, and at the end we have i n f a c t e x t r a p o l a t e d 

15 some data from the PP&L response. 

16 Again, subject t o check obviously i t ' s lawyer 

17 mathematics -- would you agree t h a t Attachment 1 t o 

18 PPLICA-32 i n f a c t shows the monthly peaks f o r PP&L f o r the 

19 years '85 t o '94? 

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

21 Q. And i t ' s marked year, month, day and hour, and 

22 the hour i s i n what I ' l l c a l l m i l i t a r y time; r i g h t ? 

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

24 Q. Now, the graph i s an e x t r a p o l a t i o n of some of 

25 the data set f o r t h and shows i n graph form the time of day 
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1 i n which the peak demand occurred on PP&L's system duri n g 

2 each of the 12 months of the years 1985, 186 and '93 and 

3 '94. Would you agree subject t o check t h a t the number of 

4 months i n which PP&L's peak demand occurred a f t e r 3:00 p.m. 

5 increased from two i n 1984 t o seven i n 1994? 

6 A. You said 1984? 

7 Q. I'm sorry; d i d I say l84? I meant 1985. 

8 A. Subject t o check, yes. 

9 Q. I apologize i f I'm ski p p i n g around a l i t t l e , 

10 because I incorporated some questions t h a t I had f o r Mr. 

11 Kleha i n t o your testimony. Let me ask you t h i s -- and I'm 

12 f i n i s h e d w i t h the e x h i b i t . Am I c o r r e c t t h a t under r a t e 

13 schedule LP-5 the maximum on-peak demand i s the average 

14 number of k i l o w a t t s supplied d u r i n g a s p e c i f i e d period of 

15 maximum use during the on-peak hours? 

16 A. That's c o r r e c t . I t ' s a 15-minute period. 

17 Q. And you would agree or you have agreed t h a t an 

18 i n d u s t r i a l customer t a k i n g service under r a t e schedule LP-5 

19 would t r y t o schedule i t s maximum energy usage, i f possible, 

20 t o the off-peak hours? 

21 A. Yes, i f i t ' s b e n e f i c i a l f o r the customer. 

22 Q. So again, I am c o r r e c t t h a t i f i n d u s t r i a l 

23 customers are s h i f t i n g t h e i r demands t o l a t e r i n the day, i t 

24 i s l i k e l y t h a t they are being a l l o c a t e d a greater p o r t i o n of 

25 demand under t h i s cost of service study than would be the 
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1 case i f PP&L's r a t e schedule on-peak hours f o r b i l l i n g 

2 purposes were the same as the ac t u a l on-peak hours? 

3 A, Not necessarily. You would have t o take a look 

4 at the a l l o c a t i o n of a l l the classes t o see what i s 

5 happening there. I t ' s speculation as t o whether they would 

6 be r e c e i v i n g a higher p o r t i o n of the demand component or 

7 not. 

8 Q. So you're saying, i f I understand you, t h a t 

9 not w i t h s t a n d i n g the f a c t t h a t the a c t u a l on-peak and the 

10 b i l l i n g on-peak are d i f f e r e n t such t h a t i n d u s t r i a l customers 

11 are a c t u a l l y , because of the r a t e design, s w i t c h i n g t h e i r 

12 load i n t o what could be now the on-peak hours, t h a t i s n ' t 

13 n e c e s s a r i l y r e s u l t i n g i n them g e t t i n g a higher percentage of 

u the demand a l l o c a t i o n ? 

15 A. They may. 

16 Q. I n p r i c i n g of the various r a t e schedules, i t i s 

17 t r u e t h a t off-peak r a t e s recognize t h a t power use i n o f f 

18 peak does not place the same demand on PP&L's system as 

19 power use durin g the on peak? 

20 A. Power used i n the o f f peak tends t o l e v e l i z e our 

21 load p r o f i l e , g i v i n g us a much b e t t e r load f a c t o r . 

22 Therefore, u s u a l l y what happens i s the peak may not move but 

23 our load f a c t o r would improve, such as a customer adding a 

24 new l i n e a t an off-peak period; thereby we're able t o spread 

25 our costs over more k i l o w a t t - h o u r s . 
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1 Q. Can you e x p l a i n why i t i s not appropriate t o 

2 p r i c e i n t e r r u p t i b l e power on the same basis; t h a t i s , w i t h 

3 respect t o the amount of demand which i t places on the 

4 system at peak? 

5 A. The i n t e r r u p t i b l e power at best f o r PP&L i s t h a t 

6 of a gas t u r b i n e . I t takes a while t o get a hold of i t , and 

7 normally we are not i n t e r r u p t i n g a t the hour of every system 

8 peak throughout the year, only at times of emergencies. So 

9 f o r most of the times throughout the year, PP&L s t i l l has t o 

10 supply t h a t peak load at the hour of system peak, 

11 Q. You say i t does supply the load, but i t doesn't 

12 have t o , r i g h t ? I t could i n t e r r u p t . 

13 A. Only i n the case of an emergency, as s p e c i f i e d 

14 i n our t a r i f f . 

15 Q. There are other bases f o r i n t e r r u p t i o n , are 

16 there not? 

17 A. We have a basis f o r a l o c a l i n t e r r u p t i o n on 

18 transmission, and we also have a basis f o r an economic 

19 i n t e r r u p t i o n . 

20 MS. BRANDEIS: Thank you, Mr. Kasper. I have no 

21 other questions. 

22 JUDGE CHRISTIANSON: Fine. Then Mr. Delaney. 

23 MR. DELANEY: Yes. 

24 

25 
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1 CROSS-EXAMINATION 

2 BY MR. DELANEY: 

3 Q. Good afternoon, Mr. Kasper. My name i s Dan 

4 Delaney. I represent the Univer s i t y / C o l l e g e C o a l i t i o n , 

5 which i s a group of colleges t h a t receive e l e c t r i c a l s e r vice 

6 under the GS and LP-4 r a t e schedules. I would l i k e t o ask 

7 you some questions concerning the revenue a l l o c a t i o n t h a t i s 

8 proposed i n your testimony. 

9 Mr. Kasper, could I ask you t o t u r n t o page 6 of your 

10 testimony, and s p e c i f i c a l l y l o o k i n g at the answer t h a t 

11 begins on l i n e 4. Am I c o r r e c t t h a t you s t a t e t h e r e t h a t 

12 the proposed a l l o c a t i o n of PP&L's o v e r a l l revenue 

13 requirement and r a t e design i n t h i s case moves each major 

14 r a t e class closer t o i t s cost of service as compared t o 

15 present rates? 

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

17 Q. And I would assume t h a t by cost of service you 

18 mean the cost as determined by PP&L's 12 CP cost of service 

19 study? 

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

21 Q. Would you agree subject t o check t h a t the major 

22 r a t e classes on PP&L's system are RS, GS-1, GS-3, LP-4 and 

23 LP-5? 

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

25 Q. Would you also agree subject t o check t h a t these 
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1 f i v e classes c u r r e n t l y account f o r 94.8 percent of the t o t a l 

2 j u r i s d i c t i o n a l revenues of the company? 

3 A. Subject t o check, t h a t ' s c o r r e c t . 

4 Q. I would l i k e t o ask you some questions 

5 concerning the a l l o c a t i o n of revenues t o these r a t e classes, 

6 and I t h i n k t h a t the summary t h a t I would l i k e t o review 

7 w i t h you i s on pages 113 and 114 of the cost of service 

8 study, the E x h i b i t JMK-2. Do you have a copy of t h a t , Mr. 

9 Kasper, by any chance? 

10 (Document handed t o witness.) 

11 JUDGE CHRISTIANSON: I s i t page 113? 

12 MR. DELANEY: One-thirteen and 114 of E x h i b i t JMK-2. 

13 BY MR. DELANEY: 

14 Q. Do you have t h a t , Mr. Kasper? 

15 A. Yes. 

16 Q. Just so I understand, would i t be c o r r e c t t h a t 

17 l i n e 2 shows the present r a t e revenue f o r each cost of 

18 service study class? 

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

20 Q. And would i t also be c o r r e c t t h a t l i n e 7 shows 

21 the r a t e revenue t h a t would be required i n order f o r each 

22 class t o have a r a t e of r e t u r n equal t o the present 

23 j u r i s d i c t i o n a l r a t e of r e t u r n , which i s 7.31 percent? 

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

25 Q. Now, so t h a t the record i s c l e a r , f o r purposes 
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1 of our discussion I would l i k e t o designate the amount by 

2 which the present r a t e revenue f o r a class d i f f e r s from the 

3 revenue required f o r a 7.31 percent r a t e of r e t u r n as being 

4 the present revenue subsidy. D i r e c t i n g our a t t e n t i o n t o the 

5 proposed r a t e s , and s p e c i f i c a l l y l i n e 12 of t h i s e x h i b i t on 

6 pages 113 and 114, does t h i s show the proposed r a t e revenue 

7 f o r each cost of service study class? 

A. Yes, i t does. 

9 Q. Would I be c o r r e c t t h a t l i n e 17 shows the r a t e 

10 revenue t h a t would be required i n order f o r each class t o 

11 produce a r a t e of r e t u r n equal t o the proposed 

12 j u r i s d i c t i o n a l r a t e of r e t u r n of 10.17 percent? 

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

14 Q. Now, f o r purposes of our discussion and so t h a t 

15 the record i s c l e a r , I would l i k e t o designate the amount by 

16 which the proposed r a t e revenue f o r a class d i f f e r s from the 

17 r a t e revenue requirement f o r a 10.17 percent r a t e of r e t u r n 

18 as being the proposed revenue subsidy. 

19 MR. DELANEY: Your Honor, at t h i s p o i n t I would l i k e 

20 t o have i d e n t i f i e d i n the record UCC Cross-Examination 

21 E x h i b i t No. 6, This e x h i b i t summarizes i n f o r m a t i o n from 

22 E x h i b i t JMK-2, pages 113 t o 114. 

23 JUDGE CHRISTIANSON: Okay, your No. 6. 

24 

25 
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1 (Whereupon, the document was marked 

2 as UCC Cross-Examination E x h i b i t No. 

3 6 f o r i d e n t i f i c a t i o n . ) 

4 JUDGE CHRISTIANSON: And maybe w e ' l l get Bethlehem's 

5 e x h i b i t i n the record when Mr. Delaney moves h i s . 

6 MR. DELANEY: I'm not going t o move i t , Your Honor. 

7 Ms. Brandeis can, i f she l i k e s . 

8 MR. MacGREGOR: Your Honor, d i d you move Bethlehem's 

9 e x h i b i t in? 

10 JUDGE CHRISTIANSON: No. I said w e ' l l wait. 

11 MR. MacGREGOR: Okay. 

12 BY MR. DELANEY: 

13 Q. Just f o r ease of reference, t h i s summarises the 

14 i n f o r m a t i o n we j u s t reviewed f o r pages 113 t o 114 of JMK-2. 

15 Now, s p e c i f i c a l l y t u r n i n g our a t t e n t i o n t o the 

16 e x h i b i t I j u s t d i s t r i b u t e d , which i s UC C o a l i t i o n Cross-

17 Examination E x h i b i t No. 6, t h i s e x h i b i t shows, f o r PP&L's 

18 f i v e major classes, present and proposed revenue subsidy 

19 f i g u r e s under the 12 CP cost of service study f o r the f u t u r e 

20 t e s t year. The present revenue subsidy f i g u r e s appear i n 

21 column 1, and the proposed revenue subsidy f i g u r e s appear i n 

22 column 2. These f i g u r e s were derived from the E x h i b i t JMK-2 

23 which we j u s t reviewed. 

24 MR. DELANEY: Your Honor, can I ask you, d i d you 

25 i d e n t i f y t h i s ? 
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1 JUDGE CHRISTIANSON: I f I d i d n ' t , I d i d now. I t i s 

2 your No. 6. 

3 MR. DELANEY: Thank you. 

4 BY MR. DELANEY: 

5 Q. S p e c i f i c a l l y d i r e c t i n g your a t t e n t i o n t o the RS 

6 class, does t h i s e x h i b i t i n d i c a t e t h a t the revenue subsidy 

7 t h a t i t ' s c u r r e n t l y r e c e i v i n g of $60.8 m i l l i o n per year i s 

8 reduced t o $43 m i l l i o n under PP&L's proposal? 

9 A. Subject t o check. 

10 Q. You can c e r t a i n l y take t h a t subject t o check. 

11 JUDGE CHRISTIANSON: And he has taken i t subject t o 

12 check. 

13 BY MR. DELANEY: 

14 Q. Would you also agree subject t o check t h a t t h i s 

15 i s a re d u c t i o n of 29.3 percent? 

16 A. Yes. 

17 Q. So under PP&L's proposed d i s t r i b u t i o n of the 

18 increase, would I be c o r r e c t t h a t class RS i s moving cl o s e r 

19 t o cost? 

20 A. Yes. 

21 Q. Would i t also be c o r r e c t t h a t under PP&L's 

22 proposal, the subsidy t h a t i s c u r r e n t l y being provided by 

23 the GS-1 class would be reduced by 23 percent? And I'm 

24 comparing on l i n e 2 of t h i s cross-examination e x h i b i t , 

25 columns 3 and 4, the f i g u r e s $38.8 m i l l i o n and $29.9 
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1 m i l l i o n . 

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

3 Q. Therefore, would i t also be c o r r e c t t h a t under 

4 PP&L's proposed d i s t r i b u t i o n of the increase, GS-1 would 

5 also be moving c l o s e r t o cost? 

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

7 Q. Would i t also be c o r r e c t t h a t the subsidy t h a t 

8 i s c u r r e n t l y being paid by the GS-3 class would be reduced 

9 by 40.8 percent under your proposal? And I'm comparing, on 

10 l i n e 3 of t h i s e x h i b i t , columns 3 and 4, s p e c i f i c a l l y the 

11 f i g u r e s $50.5 m i l l i o n and $29.9 m i l l i o n . 

12 A. Correct. 

13 Q. So, t h e r e f o r e , would i t be c o r r e c t t h a t under 

14 PP&L's proposed d i s t r i b u t i o n of the increase, GS-3 would 

15 also be moving c l o s e r t o cost? 

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

17 Q. Would i t also be c o r r e c t under PP&L's proposal 

18 t h a t the subsidy t h a t i s c u r r e n t l y received by the LP-5 

19 class would be reduced by 91.5 percent? I'm comparing, on 

20 l i n e 5, columns 3 and 4 of t h i s e x h i b i t , s p e c i f i c a l l y the 

21 numbers $17,073 m i l l i o n t o $1,447 m i l l i o n . 

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

23 Q. Therefore, under your proposed d i s t r i b u t i o n of 

24 the increase, using the 12 CP cost of service study, LP-5 

25 would be moving closer t o cost; i s t h a t correct? 
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1 A. That's c o r r e c t . 

2 Q. D i r e c t i n g your a t t e n t i o n t o l i n e 4 of t h i s 

3 e x h i b i t , i s i t c o r r e c t t h a t the revenue subsidy being paid 

4 by r a t e LP-4 at the present rates i s $15,906,000, subject t o 

5 check? 

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

7 Q. Now, d i r e c t i n g your a t t e n t i o n t o l i n e 4 again of 

8 t h i s e x h i b i t , i s i t c o r r e c t t h a t the r a t e subsidy t o be paid 

9 by r a t e LP-4 at the proposed r a t e s i s $16,435,000? And 

10 t h a t ' s s p e c i f i c a l l y on l i n e 4, column 4. 

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

12 Q. So i f I'm c o r r e c t here then, u n l i k e the other 

13 fo u r major r a t e classes t h a t we've discussed, under the 

14 proposed revenue d i s t r i b u t i o n of the increase LP-4 would be 

15 moving away from cost; i s t h a t correct? 

16 A. That's i n c o r r e c t . 

17 Q. That's not correct? 

18 A. No, i t i s not. 

19 Q. I s i t not c o r r e c t t h a t the revenue subsidy being 

20 paid under the proposed d i s t r i b u t i o n increases by $529,000? 

21 A. The revenue subsidy may be in c r e a s i n g but the 

22 movement towards the system average r a t e of r e t u r n can be 

23 shown i n E x h i b i t OGK-3. 

24 JUDGE CHRISTIANSON: I s t h i s because your revenue i s 

25 i n c r e a s i n g too? 
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1 THE WITNESS: Yes. 

2 JUDGE CHRISTIANSON: So revenue increases 10 percent, 

3 t h i s increases 2 percent, more or less. 

4 THE WITNESS: Right. 

5 JUDGE CHRISTIANSON: So he's agreeing w i t h you on the 

6 t o t a l gross d o l l a r value, 

7 BY MR. DELANEY: 

8 Q. I'm sorry; what was the reference you gave, Mr. 

9 Kasper? 

10 A. I t ' s OGK-3. My e x h i b i t s . 

11 Q. And you disagreed w i t h my question because of 

12 the revenue basis? 

13 A. That's c o r r e c t . You're moving i n the form of a 

14 percent of system average. I f you look on column 3, y o u ' l l 

15 see t h a t the LP-4 r a t e as a percent of system average i s 122 

16 percent of system average r a t e of r e t u r n . With the proposed 

17 rates i n place f o r LP-4, i n column 7 you w i l l see t h a t f o r 

18 LP-4 the system average r a t e of r e t u r n , the percent of 

19 system average r a t e of r e t u r n , w i l l be 116 percent. And i t 

20 i s moving toward system average. 

21 Q. Let me d i r e c t your a t t e n t i o n t o another l i n e on 

22 the e x h i b i t you j u s t referenced and l e t me ask you a 

23 question about t h a t . Let me d i r e c t your a t t e n t i o n t o r a t e 

24 ISA on your E x h i b i t OGK-3. I f I c o r r e c t l y i n t e r p r e t the 

25 e x h i b i t , the schedule i n d i c a t e s t h a t although the 12 CP cost 
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1 of service study i n d i c a t e s t h a t a 25.7 percent increase i s 

2 re q u i r e d f o r the system average r a t e of r e t u r n , the proposed 

3 increase t o the r a t e i s only 0.15 percent. Can I ask you, 

4 why i s the proposed increase t o r a t e ISA so small? 

5 A. ISA i s what we c a l l i n t e r r u p t i b l e s e r vice by 

6 agreement. We have one customer under t h a t r a t e , and w i t h i n 

7 the c o n t r a c t f o r t h a t r a t e there i s a r e s t r i c t i o n on how 

much we can apply the base r a t e increase t o t h a t customer. 

9 We can only apply the system average increase t o the f i r m 

10 l e v e l of t h a t i n t e r r u p t i b l e c o n t r a c t . 

11 Q. And the i n d i c a t e d increase of 0.15 percent 'is 

12 the increase t h a t you j u s t described? 

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

14 Q. I t ' s the maximum under the c o n t r a c t . 

15 A. Yes. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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MR. DELANEY: Very good. Thank you, Mr. Kasper. 

2 That's a l l the questions I have. 

I Your Honor, I'd l i k e t o move i n t o the record Cross-

4 Examination E x h i b i t No. 6. 

JUDGE CHRISTIANSON: We can also perhaps discuss the 

Bethlehem e x h i b i t . 

MS. BRANDEIS: Yes, Your Honor. 

8 ..MR. MacGREGOR: I have no problem w i t h Mr. Delaney rs 

9 e x h i b i t as long as i t i s subject t o check w i t h respect t o 

10 the numbers, which I t h i n k i t i s . 

II MR. DELANEY: That's f i n e , Your Honor. 

12 JUDGE CHRISTIANSON: That i s accepted. No. 6 of 

l.'t Delaney. 

14 (Whereupon, the document marked as 

UCC Cross-Examination E x h i b i t No. 6 

was received i n evidence.) 

MR. MacGREGOR: And I have no problem w i t h the 

18 Bethlehem Steel e x h i b i t subject t o the same caveats we 

19 discussed e a r l i e r today w i t h Mr. Delaney's e a r l i e r e x h i b i t , 

20 t h a t whatever they plan t o do w i t h t h a t w i l l e i t h e r be 

21 encompassed i n testimony t h a t w i l l be presented or i n a 

statement of issues t h a t w i l l be presented on the testimony 

2:t due date. 

24 MS. BRANDEIS: That i s acceptable, Your Honor, and I 

25 would l i k e t o move i t i n t o evidence. 
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JUDGE CHRISTIANSON: Your e x h i b i t also i s accepted. 

Your No. 1 i s accepted i n t o evidence under those c o n d i t i o n s , 

the Delaney c o n d i t i o n s , I guess. 

MR. MacGREGOR: Yes, s i r . 

(Whereupon, the document marked as 

Bethlehem Steel Cross-Examination 

E x h i b i t No. 1 was received i n 

8 evidence. ) 

9 JUDGE CHRISTIANSON: Then we can go ahead w i t h Mr. 

10 Haynes. 

CROSS-EXAMINATION 

12 BY MR. HAYNES: 

\;\ Q. Good afternoon, Mr. Kasper. My name i s Bob 

14 Haynes. I am representing the Central Eastern Pennsylvania 

Fuel O i l Dealers. 

Ki A. Good afternoon. 

Q. I have a few questions on your r o l e i n t h i s r a t e 

18 increase a p p l i c a t i o n . What was your exact r o l e i n the r a t e 

19 increase revenue a l l o c a t i o n d e c i s i o n by PP&L? 

20 A . I supervised the dec i s i o n on how t h a t was t o be 

a l l o c a t e d across the r a t e classes. 

Q. So you, I believe someone used the word today, 

2:i are the r a t e designer t h a t a c t u a l l y developed the 

24 a l l o c a t i o n , supervised i t ? 

2;") A. Yes. 
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fi 

7 

8 

9 

10 

II 

12 

i:i 

14 

18 

19 

20 

21 

22 

2:i 

24 

Q. I n terms of your r a t e design philosophy, am I 

c o r r e c t t h a t you followed cost of service p r i n c i p l e s as 

developed by Mr. Kleha t o a c e r t a i n extent? 

A. Yes. 

Q. What other f a c t o r s d i d you consider? 

A. That was answered i n an i n t e r r o g a t o r y , an 

a l l o c a t i o n of the increase. That was OTS-RS-7D, I bel i e v e . 

{Pause.) 

A. I n our philosophy under the r a t e design, we are 

t r y i n g t o move a l l of our classes towards cost of service, 

a l l of our major classes. I n doing so, we're also t a k i n g a 

look at some of the problems t h a t are associated w i t h the RS 

class and the cost d r i f t t h a t i s t a k i n g place and t r y i n g t o 

address t h a t . 

We also imposed on our r a t e design team a 150 percent 

of system average increase. So we d i d not allow any class 

t o go more than 150 percent of the system average. 

Q. And what would t h a t cap be? 

A. That would be about 17.39 percent. 

Q. I s t h a t i n c l u d i n g the ECR reduction? 

A. Yes, and the other r o l l - i n s of SBRCA and STAS. 

Q. What about gradualism i n terms of -- what about 

i n terms of step movement towards system average o v e r a l l 

return? 

A. We employed gradualism i n there i n t r y i n g t o 
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minimize the impacts on many of the customers, but some of 

t h a t had t o be s a c r i f i c e d as we t r i e d redesigning some of 

the r a t e s . 

4 JUDGE CHRISTIANSON: For instance, the small 

5 r e s i d e n t i a l ? 

fi THE WITNESS: Yes. 

7 BY MR. HAYNES: 

Q. Would you agree t h a t the lowest users of 

9 r e s i d e n t i a l customers are r e c e i v i n g the highest percentage 

10 increase i n under 500 KW? 

A. That i s c o r r e c t . They are r e c e i v i n g the highest 

12 percentage increase. 

l.'i Q. What i s your r o l e i n the development and 

U monitoring of Rate Schedule RTS? 

[5 A. That r a t e was i n existence before I took t h i s 

10 p o s i t i o n , and I was responsible f o r supervising the redesign 

of t h a t r a t e during t h i s r a t e case. 

18 Q. What i s your r o l e i n PP&L's load management 

19 p o l i c i e s i n general? 

20 A. That f a l l s under our DSM programs, which are 

21 under Gerry Farber, who w i l l be here tomorrow t e s t i f y i n g . 

'>'> Q. Turning t o your E x h i b i t OGK-3 - - l e t me know 

21 when you have t h a t . 

24 A. I ' ve got i t . 

25 Q. Would you agree t h a t the class w i t h the l a r g e s t 
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percentage movement towards system o v e r a l l r e t u r n would be 

the LP-5 class? 

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

4 Q. At 4.65 percentage movement? 

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

0 Q. That would be followed by the RS class at a 3.29 

7 percent? 

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

9 Q. Would you agree w i t h me t h a t the RTS r a t e 

10 schedule i s the r a t e schedule t h a t has the smallest 

11 c o n t r i b u t i o n t o the o v e r a l l system return? 

12 A. Yes. 

II Q. I n f a c t , as i n d i c a t e d through cross-examination 

14 e a r l i e r today, PP&L i s a c t u a l l y l o s i n g money under t h a t r a t e 

schedule at present and proposed r a t e s as developed i n the 

cost of service study? 

A. I f you'11 look under a cost of service study, 

18 yes, i t i s c o n t r i b u t i n g t o system peak and i t begins t o show 

19 a negative r a t e of r e t u r n . However, we have programs 

20 underway at t h i s time, as Mr. Kleha r e f e r r e d t o , t o take a 

21 look at d i r e c t load c o n t r o l , which would move t h a t o f f of 

the system peak and probably move i t i n t o a p r o f i t a b l e 

21 s i t u a t i o n . 

24 Q. B u t t h a t i s a t t h i s p o i n t i n time mere 

2.-) speculation; i s t h a t not correct? 
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A. No. 

Q. What f a c t s do you have t o prove that? 

;* A . I have a team now working on d i r e c t load c o n t r o l 

4 using a technology much s i m i l a r t o what you use f o r a 

beeper. 

6 Q. That's f i n e , but I asked you what f a c t s and not 

7 what team i s working on i t . 

8 What f a c t s do you have t o provide f o r t h i s record of 

9 q u a n t i t a t i v e proof t h a t Rate Schedule RTS i s a c t u a l l y 

10 p r o v i d i n g some p o s i t i v e revenue c o n t r i b u t i o n t o PP&L? 

11 MR. MacGREGOR: Objection. That wasn't what he said. 

12 MR. HAYNES: That's the question I asked, and he 

l.'t elaborated beyond the scope of the question. So 1 1 d ask 

14 t h a t the l a t t e r p a r t of h i s response be s t r i c k e n . 

JUDGE CHRISTIANSON: You were asking about f u t u r e 

before. Now you're asking about present. When you asked 

him about f u t u r e , I t h i n k h i s response was not improper. 

18 MR. HAYNES: My question was t i e d i n t o the PP&L cost 

19 of service study, and he answered, I beli e v e , t h a t i t was 

20 not producing any p o s i t i v e revenue c o n t r i b u t i o n . I then 

21 went on t o the planning team t h a t i s underway t o t r y t o 

develop a p o s i t i v e cash flow. That i s my r e c o l l e c t i o n . 

2:t JUDGE CHRISTIANSON: Yes. That might have been 

24 volunteered. I don't e x a c t l y r e c a l l . 

MR. MacGREGOR: Then he asked what f a c t s he had t o 

C O M M O N W E A L T H REPORTING COMPANY (717) 7 6 1 - 7 1 5 0 



725 

.'i 

4 

5 

(i 

7 

8 

9 

10 

1! 

12 

i:i 

14 

15 

10 

17 

18 

19 

20 

21 

22 

2:! 

24 
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prove t h a t , and he s t a r t e d t o e x p l a i n e x a c t l y what plans are 

i n place and going forward t o address the s i t u a t i o n . 

JUDGE CHRISTIANSON: Counsel may view t h a t as 

speculation. We can go i n t o t h a t i f we have t o . Maybe I ' l l 

ask — 

MR. HAYNES: I can ask, perhaps, a follow-up 

question. 

JUDGE CHRISTIANSON: Go ahead. 

BY MR. HAYNES: 

Q. At t h i s time, you do not have a cost of service 

study i n e f f e c t or i n place t h a t e s t a b l i s h e s t h a t Rate 

Schedule RTS provides a p o s i t i v e r e t u r n , above system 

average return? 

A. That 1s c o r r e c t . 

Q. Now, you make reference t o t h i s planning i n your 

testimony. Just bear w i t h me while I f i n d i t . 

(Pause.) 

Q. That would be on page 7 of your testimony, would 

i t not? 

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

Q. So PP&L i s proposing t o i n s t a l l approximately 50 

t o 100 of these r a d i o c o n t r o l devices, and t h a t i s presently 

i n the planning stage? 

A. Yes. 

Q. Who w i l l be responsible f o r those costs of 
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i n s t a l l i n g those devices? 

A. That would be PP&L. 

;i Q. I s there an estimate of the cost of those 

4 devices? 

A. Not at t h i s time. 

f' Q. Would you agree w i t h me t h a t the cost of t h a t 

7 program would be a l l o c a t e d t o Rate Schedule RTS? 

8 A . I would have t o r e f e r t h a t question t o Joe 

9 Kleha. 

10 Q. Would you agree w i t h me t h a t there would be no 

a d d i t i o n a l revenue as a r e s u l t of t h a t cost? 

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

Q. Would you agree w i t h me t h a t under t h a t 

M scenario, Rate Schedule RTS would a c t u a l l y increase the 

15 amount of i t s losses i n a subsequent cost of se r v i c e study? 

io A. No. I f those u n i t s are moved off-peak, then the 

17 a l l o c a t i o n of demand to the RTS customer i s going t o be 

IH reduced. Therefore, i t would make a p o s i t i v e c o n t r i b u t i o n . 

19 Q. So you're a n t i c i p a t i n g some change i n the t a r i f f 

20 t o r e f l e c t a d i f f e r e n t on-peak/off-peak time period? 

21 A. As stated e a r l i e r , the RTS system i s a load 

management system, not an on-peak and off-peak system. At 

2."! t h i s time, i t uses an on-peak and off-peak c o n t r o l time 

24 clock. Also w i t h the t a r i f f , we have a paragraph i n which 

'̂  we can change the c o n t r o l s t r a t e g y of t h a t system. 
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1 JUDGE CHRISTIANSON: So you wouldn ' t have t o change 

2 t h e t a r i f f ? 

•"i THE WITNESS: No. 

4 BY MR. HAYNES: 

Q. T u r n i n g t o t h e t a r i f f -- I a p p r e c i a t e you 

fi l e a d i n g i n t o t h a t q u e s t i o n -~ I b e l i e v e i t ' s page 21 o f t h e 

7 t a r i f f . 

5 JUDGE CHRISTIANSON: R i g h t . 

9 THE WITNESS: C o r r e c t . 

10 BY MR. HAYNES: 

Q. which i s i d e n t i f i e d as E x h i b i t OGK-1. Where 

12 would t h a t f l e x i b i l i t y be e s t a b l i s h e d i n t h e t a r i f f ? 

11 A. You o n l y have page 21. You do not have page 

14 21-A, because no changes were on 21-A. On page 21-A o f t h e 

\!) e x i s t i n g t a r i f f , which w i l l be c a r r i e d over i n t o t h i s 

10 supplement, a p p l i c a t i o n p r o v i s i o n number 5: "The company 

r e s e r v e s t h e r i g h t t o i n s t a l l necessary d e v i c e s t o c o n t r o l 

18 t h e o p e r a t i o n o f t h e e l e c t r i c components o f t h e t h e r m a l 

19 s t o r a g e system a t i t s o p t i o n . " 

20 Q. I s t h a t t a r i f f p r o v i s i o n p a r t o f t h e f i l i n g ? 

21 A. No, because t h e r e were no changes. 

MR. MacGREGOR: No. I t wasn't changed, so i t wasn't 

f i l e d as p a r t o f t h e t a r i f f . 

24 JUDGE CHRISTIANSON: Your p r e s e n t t a r i f f i s n o t 

t e c h n i c a l l y p a r t o f t h e f i l i n g . 
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MR. MacGREGOR: R i g h t . 

MR. HAYNES: I f I c o u l d have t h e most c u r r e n t t a r i f f 

p r o v i s i o n f o r Rate Schedule RTS i f i t hasn't a l r e a d y been 

p r o v i d e d i n d i s c o v e r y . 

MR. MacGREGOR: I t has been, yes. 

MR. HAYNES: I ' l l t a k e a l o o k a t i t . 

JUDGE CHRISTIANSON: He has i t r i g h t t h e r e . I t i s 

o b v i o u s l y a v a i l a b l e i n our t a r i f f f i l e s . 

MR. MacGREGOR: We're happy t o p r o v i d e c o p i e s t o 

anybody who wants i t . I t h i n k i t may have a l r e a d y been 

p r o v i d e d i n d i s c o v e r y . 

BY MR. HAYNES: 

Q. Am I c o r r e c t t h a t Rate Schedule RTS a l l o w s t h e 

customer t o p r o v i d e t he on-peak s e l e c t i o n between t h e t h r e e 

t i m e p e r i o d s ? 

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

Q. And I b e l i e v e t h a t was t h e s u b j e c t o f e a r l i e r 

c r o s s - e x a m i n a t i o n . Have you made any a n a l y s i s o f what 

customers are s e l e c t i n g as p a r t o f t h e i r on-peak t i m e 

p e r i o d s ? 

A. We have done some p r e l i m i n a r y work, and t h e most 

f r e q u e n t l y r e q u e s t e d t i m e frame i s 7:00 a.m. t o 5:00 p.m. 

MR. HAYNES: Can I make t h a t an o n - t h e - r e c o r d data 

r e q u e s t , t o get what i n f o r m a t i o n t h e y have on t h e s e l e c t i o n 

o f t i m e p e r i o d s by customers? 
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MR. MacGREGOR: Do you mean you want more d e t a i l on 

i t , t o the extent we have i t , on what the breakdown is? 

MR. HAYNES: Yes. 

4 MR. MacGREGOR: Fine. 

5 BY MR. HAYNES: 

Q. I n terms of the t a r i f f p r o v i s i o n , i s the 

7 customer allowed t o switch time periods a f t e r a c e r t a i n 

8 period of time? 

f) A. Yes. 

10 Q. Or at w i l l . What are the r e s t r i c t i o n s ? 

A. We us u a l l y do i t on a one-year basis. 

12 Q. Do you know the d u r a t i o n of the energy -- I 

l-'i guess i t would be the energy storage c a p a b i l i t y of the 

14 equipment i n s t a l l e d pursuant t o Rate Schedule RTS? 

15 JUDGE CHRISTIANSON: Sort of the capacity of i t ? 

Ki THE WITNESS: I guess he's asking the capacity. 

BY MR. HAYNES: 

IH Q. i t would be the Btu storage c a p a b i l i t y . 

19 A. Each system i s designed f o r the p a r t i c u l a r house 

20 t h a t i t ' s i n , and I'm not sure of the r e s t r i c t i o n s on i t . 

21 Subj ect t o checking i t , I t h i n k there i s a 12-hour storage 

c a p a b i l i t y of these u n i t s . They could handle a 12-hour on-

21 peak period. 

24 Q. And presumably, t h a t ' s t o provide heating 

storage t o --
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JUDGE CHRISTIANSON: For overnight, I guess. 

BY MR. HAYNES: 

Q. -- f o r overnight during the on-peak hours? 

A. Yes. 

Q. I s there any p r o h i b i t i o n f o r a customer a c t u a l l y 

using RTS f o r heating during the on-peak hours or would t h a t 

be pa r t of the equipment r e s t r i c t i o n s ? 

A. Well, the elements i n the u n i t s are c o n t r o l l e d 

by the meter t h a t they cannot operate during the on-peak 

hours. The heating system i s f u n c t i o n i n g t o provide heat 

through the duct system or through ceramic storage b r i c k s i n 

the systems during those periods. 

Q. So are you saying there i s no way a customer can 

a c t u a l l y be using t h i s service on-peak f o r heating usage? 

A. They can. There i s an emergency bypass on the 

systems. 

Q-

bypass? 

A. 

And how does a customer use t h a t emergency 

He e i t h e r goes down and throws the switch or 

punches the button. 

Q. Have you made any analysis t o determine how many 

customers have used the emergency bypass? 

A. No, we have not. 

Q. I s there any r a t e penalty imposed on a customer 

f o r using the emergency bypass? 

C O M M O N W E A L T H REPORTING COMPANY (717) 7 6 1 - 7 1 5 0 



731 

1 

2 

;i 

4 

5 

(i 

7 

8 

9 

10 

I I 

12 

i : i 

14 

18 

19 

20 

21 

22 

21 

24 

A. Yes, t h e r e i s . 

Q. What i s the r a t e penalty? 

A. I t i s the demand component of the r a t e . 

Q. And how would PP&L know whether the emergency 

bypass has been used? 

A. We would not know whether the emergency bypass 

was used, but the demand component of the r a t e would 

compensate f o r the high demand set by the customer. 

Q. The on-peak demand? 

A. Yes. 

Q. So the on-peak demand would spike and t h a t would 

t r i g g e r the penalty? 

A. Right. 

Q. Has PP&L on occasion ever waived any penalties? 

A. Yes. On occasion, i t has happened, and t h a t 

question probably should be r e f e r r e d t o Tom Stathos or 

Bernie Buj nowski on the frequency. 

Q. I s i t a common occurrence? 

A. I do not know. 

MR. HAYNES: I understand those witnesses have 

already come and gone. I'd l i k e t o make t h a t an on-the-

record data request. 

MR. MacGREGOR: Why don't we do that? Mr. Stathos i s 

going t o be here tomorrow, but I'm not r e a l l y sure he can 

answer t h a t . Why don't we make i t a data request then and 
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w e ' l l s u p p l y i t ? 

JUDGE CHRISTIANSON: Let me t r y one q u e s t i o n j u s t t o 

ge t an o r d e r o f magnitude. How many customers a r e t h e r e on 

t h i s ? 

THE WITNESS: There are 14,000 o u t o f 1.2 m i l l i o n . 

T h i s i s not a v e r y l a r g e c l a s s . 

JUDGE CHRISTIANSON: So 14,000 i s a l o t t o s t u d y i f 

you 1 r e g o i n g t o stud y i t . 

THE WITNESS: Yes. 

JUDGE CHRISTIANSON: Thanks. 

BY MR. HAYNES: 

Q. Do you know t h e reasons why t h e p e n a l t y was 

waived? 

A. U s u a l l y i t ' s i n a case where t h e heat pump has 

f a i l e d i n t h e home and t h e s t o r a g e system cannot handle t h e 

e n t i r e household d u r i n g t h e on-peak p e r i o d . 

MR. HAYNES: One moment, Your Honor. 

JUDGE CHRISTIANSON: Yes. We can pause. 

(Pause.) 

MR. HAYNES: That's a l l t h e q u e s t i o n s I have. Thank 

you, Mr. Kasper. 

JUDGE CHRISTIANSON: We' l l proceed w i t h t h e Small 

Business. 

MS. MOURY: Thank you, Your Honor. 

F i r s t , I ' d l i k e t o d i s t r i b u t e what I have marked as 
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OSBA Cross-Examination E x h i b i t No. 2. I t i s t h e company's 

responses t o OSBA-2 and OSBA-3. I would ask t h a t i t be so 

i d e n t i f i e d . 

JUDGE CHRISTIANSON: So i d e n t i f i e d . 

(Whereupon, t h e document was marked 

as OSBA Cross-Examination E x h i b i t 

No. 2 f o r i d e n t i f i c a t i o n . ) 

JUDGE CHRISTIANSON: Did you g e t 1 i n t h e rec o r d ? 

MS. MOURY: W e l l , I put 1 on h o l d , and I'm b r i n g i n g 

i t back tomorrow. So I decided f o r c l a r i t y t o keep i t as 

No. 1. 

JUDGE CHRISTIANSON: Okay. 

CROSS-EXAMINATION 

BY MS. MOURY: 

Q. Mr. Kasper, f o r my f i r s t q u e s t i o n , a c t u a l l y , 

w e ' l l need t o r e f e r t o a page on t h i s e x h i b i t and your 

Attachment 4-C, page 6. 

(Pause. ) 

Q. So you're a t page 6 o f t h e attachment? 

A. Yes. 

Q. The page i n OSBA Cross-Examination E x h i b i t 2 

t h a t I ' 1 1 need t o r e f e r you t o i s Attachment 1 t o OSBA-3. 

That i s page 1. I t i s t h e n e x t - t o - t h e - l a s t page i n t h e 

e x h i b i t . 

My q u e s t i o n , Mr. Kasper, i s t h a t I need t o understand 
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why two numbers are not the same, and those two numbers are, 

f i r s t of a l l , on Attachment 1 of the e x h i b i t , the number 

l i s t e d a t the KW Step 5 of almost 4.6 m i l l i o n , the number of 

'i KWs at the 5 KW step. A l l r i g h t ? 

5 A. Yes. 

Q. What I need t o know i s why t h a t number i s so 

much lower than the number on page 6 of Attachment 4-C of 

8 about 7 m i l l i o n . Where t h a t i s i s about halfway down the 

9 page where the proposed r a t e f i g u r e s are given, there i s 

10 " B i l l i n g KW Blocks," and i t says, " F i r s t 5 KW," and then the 

f i r s t column, "Per Uni t , " has a f i g u r e of a l i t t l e over 

12 7 m i l l i o n . 

i:i A. 7,043,000 versus 7,093,00; are those the two 

14 numbers you ' re 

15 Q. No. The two numbers I need t o understand are 

10 the 7 m i l l i o n on Attachment 4-C, page 6 and the 4.6 m i l l i o n 

17 on Attachment 1 i n the cross-examination e x h i b i t . 

18 A. Can I confer w i t h somebody i n the audience here? 

19 Q. That's f i n e w i t h me. 

20 JUDGE CHRISTIANSON: Ei t h e r t h a t or a data request. 

21 We can be shown as o f f the record. Go ahead and check. 

•>•> (Discussion o f f the record. ) 

JUDGE CHRISTIANSON: Let's j u s t take a short break at 

24 t h i s time. 

25 ( Recess . ) 
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' JUDGE CHRISTIANSON: Back on the record. 

2 We have been o f f f o r a few minutes. Small Business 

seems t o have an argument going among the PP&L people. 

Go ahead. 

MS. MOURY: Your Honor, I bel i e v e they've i n d i c a t e d 

they're going t o provide t h a t as an on-the-record data 

request, so I'11 move on. 

8 BY MS. MOURY: 

9 Q. Mr. Kasper, while we have page 6 open, i f I 

10 could j u s t ask you a couple of questions about the 

11 U n i v e r s i t y / C o l l e g e C o a l i t i o n E x h i b i t No. 6. 

12 JUDGE CHRISTIANSON: That i s t h a t one page? 

i:i MS. MOURY: Right. 

14 BY MS. MOURY: 

15 Q. Would you agree, Mr. Kasper, i f you compare the 

$38,874,000 f i g u r e shown on UCC E x h i b i t No. 6 f o r the GS-1 

revenue subsidy t o the 1995 r a t e revenue under present rates 

18 t h a t would be shown on Attachment 4-C, page 6, t h a t over 25 

19 percent of the GS-1 present r a t e revenue i s a c t u a l l y 

20 accounted f o r i n t h i s revenue subsidy? I n other words, what 

21 I'm asking you i s would you agree t h a t approximately $39 

m i l l i o n i s about 25 percent or more of the GS-1 present r a t e 

21 revenue? 

24 A. Subj ect t o check, yes. 

25 Q. Correspondingly, the LP-4 present r a t e revenue 
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subsidy of almost 16 m i l l i o n , would you agree subj ect t o 

check t h a t t h a t i s about 6 percent of t h a t class present 

r a t e revenue? 

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

Q. Now, continui n g w i t h OSBA Cross-Examination 

E x h i b i t No. 2, I r e f e r you now, Mr. Kasper, t o the company's 

response t o OSBA-2, and we would go t o Attachment 1 of t h a t 

response. 

Now, i f I wanted t o determine the percentage of GS-1 

b i l l s t h a t are issued f o r less than 500 KWH per month, would 

I d i v i d e the number of b i l l s cumulative at the 500 KWH step 

of 792,999 by the number of t o t a l b i l l s cumulative on page 6 

of t h a t attachment, which are shown as 1,418,619? 

A. Could you step through t h a t again, please? 

Q. A l l r i g h t . I f I wanted t o determine the 

percentage of GS-1 b i l l s t h a t are issued f o r less than 500 

KWH per month, would I d i v i d e the number at the KWH Step 

500, the number under number of b i l l s cumulative, by the 

t o t a l number of b i l l s ? 

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

Q. Would you accept subject t o check t h a t according 

t o t h i s document, more than h a l f of the GS-1 b i l l s are f o r 

less than 500 KWH per month? 

A. Yes. 

Q. And j u s t t o put t h a t i n t o perspective, would you 
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accept subject to check t h a t doing t h a t same c a l c u l a t i o n 

w i t h the i n f o r m a t i o n i n Attachment 2 r e l a t i n g t o the 

r e s i d e n t i a l class, about 40 percent of RS b i l l s are f o r less 

than 500 KWH per month? 

A. Yes. 

Q. Now, do you have any i n f o r m a t i o n about t h i s 

percentage of GS-1 customers t h a t are r e c e i v i n g b i l l s f o r 

less than 500 KWH per month, i n f o r m a t i o n as i n who they are 

or what type of customers they are? 

A. Yes. There i s a data request from your o f f i c e 

t h a t we're attempting t o answer r i g h t now, and some of the 

p r e l i m i n a r y work we're doing on these customers i n d i c a t e s we 

have l i k e a 20/80 r u l e set up. Twenty percent of the 

customers are responsible f o r 80 percent of these accounts. 

They represent customers such as AT&T, B e l l Telephone, B e l l 

A t l a n t i c Mobile, Service E l e c t r i c Cable T.V. What they are 

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

There i s a tremendous number of t r a f f i c s i g n a l s on 

t h i s r a t e . UGI has gas pressure transmission s t a t i o n s . 

There i s a tremendous number of small accounts t h a t are paid 

by j ust a few customers. 

Q. So i t may be premature t o ask, but would you 

assume at t h i s p o i n t t h a t what we normally would t h i n k of as 

a small business i s probably somewhere above the 500 KWH? 

A. Yes. 
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Q. Mr. Kasper, have you done any comparison o f t h e 

proposed r a t e s f o r RS and GS-1 customers on a c e n t s per 

k i l o w a t t - h o u r b a s i s ? 

A. No, I have n o t . 

Q. At t h i s t i m e I ' d l i k e t o r e f e r you t o E x h i b i t 

OGK-1, s p e c i f i c a l l y t o t h e GS-1 r a t e schedule, which i s a t 

page 24. 

Now, i f I wanted t o c a l c u l a t e t h e monthly b i l l f o r a 

GS-1 customer who was u s i n g 1,000 KWH w i t h an assumed 5 KW 

o f demand, would I be c o r r e c t i n s t a r t i n g w i t h t h e monthly 

proposed charge o f S8.30 --

A. That's r i g h t . 

Q. -- and then adding t o t h a t 750 k i l o w a t t - h o u r s a t 

t h e r a t e o f $10.80 per k i l o w a t t - h o u r ? 

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

Q. And t h e n adding t o t h a t 250 k i l o w a t t - h o u r s a t 

t h e r a t e o f $8.20 per k i l o w a t t - h o u r ? 

A. C o r r e c t . 

Q. And t h e reason t h a t I would do t h a t i s t h a t t h e 

way t h e r a t e i s s e t up f o r t h e f i r s t 150 k i l o w a t t - h o u r s per 

k i l o w a t t o f t h e b i l l i n g KW i s s e t a t t h a t f i r s t b l o c k r a t e 

o f $10.80? 

A. That's 10.8 c e n t s . 

Q. I'm s o r r y . I'm s o r r y . I knew t h a t . 

JUDGE CHRISTIANSON: I t ' s n ot even 5:00 y e t . 
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THE WITNESS: I was going t o say we go t o t h e d o l l a r s 

r e a l q u i c k on t h i s . 

BY MS. MOURY: 

Q. So t h a t w i t h each a d d i t i o n a l KW o f b i l l i n g 

demand, ano t h e r 150 k i l o w a t t - h o u r s a r e s u b j e c t e d t o t h a t 

10.8 c e n t r a t e ? 

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

Q. Now, when I looked a t t h e RS r a t e , which I t h i n k 

i s j u s t a co u p l e pages back, page 20, I noted t h a t i t i s t h e 

f i r s t 200 k i l o w a t t - h o u r s t h a t a re s u b j e c t e d t o t h e h i g h e r 

10.9 c e n t s per k i l o w a t t - h o u r r a t e ; i s t h a t c o r r e c t ? 

A. T h a t 1 s c o r r e c t . 

Q. Could you e x p l a i n o r are you aware o f any 

d i f f e r e n c e s between these two c l a s s e s o f customers t h a t 

would j u s t i f y t h e GS-1 customer o f 5 k i l o w a t t s o f demand 

e x p e r i e n c i n g t h e h i g h e r r a t e t h r o u g h 750 k i l o w a t t - h o u r s , 

whereas a r e s i d e n t i a l customer w i t h t h a t same consumption 

would be s u b j e c t e d t o t h e h i g h e r 10.9-cent r a t e f o r o n l y t h e 

f i r s t 200 KWH? 

A. I guess I'm havi n g t r o u b l e u n d e r s t a n d i n g what 

you mean by d i f f e r e n c e s between t h e customers. 

Q. W e l l , what I would l i k e t o know i s I guess why 

th e GS-1 customer w i t h 5 k i l o w a t t s o f demand i s s u b j e c t e d t o 

th e h i g h e r b l o c k r a t e e s s e n t i a l l y f o r 550 k i l o w a t t - h o u r s 

t h a n a r e s i d e n t i a l customer w i t h t h e same consumption. 
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A. Okay. There are d i f f e r e n c e s between the two. 

Once we get past 4 KW under o l d rat e s , we put i n demand 

metering, which i s also more expensive. So i t d r i v e s the 

p r i c e upwards on the f i r s t steps of t h a t r a t e f o r the GS 

customers. We do re q u i r e a more expensive meter, and i t 

pushes up our customer cost f o r p r o v i d i n g t h a t s e r v i c e . 

Q. But f o r the non-demand meter customers, you 

wouldn't have t h a t a d d i t i o n a l expense; r i g h t ? 

A. No, but they would be at the 4 KW and under 

r i g h t now. We j u s t have a k i l o w a t t - h o u r meter i n s t a l l e d on 

those customers without the demand r e g i s t e r . 

Q. But under the proposed r a t e s , they w i l l be at 

the 5 KW? 

A. Right; and t h a t i s t o include another step i n 

the demand t o s t a r t covering the customer component as we 

f i n d under the minimum b i l l . 

Q. Do you know whether GS-1 customers i n general 

understand t h i s r a t e t a r i f f ? 

A. No, I do not. 

Q. So you haven't done any surveys of those 

customers? 

A. No. 

Q. A question about -- I don't t h i n k you need t o 

r e f e r t o them. The GH-1 and the GH-2 t a r i f f s s p e c i f i c a l l y 

s t a t e by t h e i r terms t h a t they are i n the process of 
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e l i m i n a t i o n , b ut i n response t o OSBA d i s c o v e r y , you 

i n d i c a t e d t h a t PP&L has no c u r r e n t p l a n s f o r t h e i r 

e l i m i n a t i o n . 

I j u s t wondered i f you c o u l d t e l l us what you do know 

about t h a t process? 

A. I n t h e process o f these r a t e i n c r e a s e s on t h e 

GH-1 and GH-2 r a t e , we are i n c r e a s i n g t h e p r i c e r e l a t i v e t o 

t h e o t h e r c l a s s e s ; and as these customers move up i n t h e 

p r i c e ranges o r move up i n t h e i r p r i c e l e v e l , we r u n on an 

annual b a s i s something c a l l e d a Most Advantageous Rate 

Program; and i f t h e customer sees more than a 4 t o 5 p e r c e n t 

s a v i n g s by moving t o ano t h e r r a t e schedule, we w i l l send 

them a l e t t e r a u t o m a t i c a l l y and g i v e them t h e o p t i o n t o move 

o f f t o a n o t h e r r a t e . 

Q. Now I ' d l i k e t o d i r e c t your a t t e n t i o n t o E x h i b i t 

OGK-3. Reviewing t h i s document, Mr. Kasper, i f c o s t were 

t h e o n l y f a c t o r i n r a t e d e s i g n and cost-based r a t e s were t h e 

o n l y r a t e d e s i g n o b j e c t i v e , t h e GS-1 c l a s s would have been 

proposed t o r e c e i v e a 14.32 p e r c e n t r e d u c t i o n i n rates,* i s 

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

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

Q. And i n s t e a d , t h e GS-1 c l a s s has been proposed t o 

r e c e i v e about a 3.89 p e r c e n t i n c r e a s e ; i s t h a t c o r r e c t ? 

A. R i g h t . 

Q. Now, i s i t f a i r t o say t h a t t h e concept o f 

C O M M O N W E A L T H REPORTING COMPANY (717) 7 6 1 - 7 1 5 0 



742 

1 

2 

3 

4 

5 

(i 

7 

8 

9 

10 

11 

12 

13 

14 

If) 

Hi 

17 

18 

19 

20 

21 

22 

23 

24 

2f> 

gradualism was one of the major obstacles faced by the 

company i n attempting t o move t h i s class toward cost-based 

rates? 

A. That 1s c o r r e c t . We're look i n g at gradualism, 

and we also took a stand t h a t a l l customer classes should 

share i n at l e a s t a small p o r t i o n of the r a t e increase where 

possible. 

Q. Also i n discovery, we asked you t o set f o r t h 

PP&L's proposed method f o r r e a l l o c a t i n g a Commission ordered 

reduced revenue d e f i c i e n c y among the various r a t e classes, 

and you i n d i c a t e d t h a t you had not developed such a method. 

Is t h a t s t i l l the case? 

A. That's s t i l l the case. 

Q. Do you intend t o make a proposal? 

A. At the time of the r e a l l o c a t i o n , yes, i f i t i s 

requi r e d . 

Q. 

Order? 

A. 

Q. Would you agree t h a t i n determining the 

appropriate method f o r a l l o c a t i n g a lower amount t h a t i t 

would be important t o consider the amount of progress toward 

cost-based rates t h a t each class would make under your 

proposed revenue d i s t r i b u t i o n ? 

A. Yes. 

So you're t a l k i n g about a f t e r the Commission 1s 

Yes. 
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Q. Would you also agree t h a t a s i m i l a r amount of 

progress should occur at whatever revenue award i s f i n a l l y 

authorized? 

A. Yes. 

Q. Would you agree t h a t a pr o p o r t i o n a t e scale-back 

of the proposed rates would not nece s s a r i l y r e s u l t i n the 

same amount of progress towards cost-based rates f o r a l l 

customer classes as you have proposed? 

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

Q. I t h i n k I only have one other question, and i t 

i s more of a c l a r i f i c a t i o n , too. I f you r e f e r t o the l a s t 

OTS Cross-Examination E x h i b i t , I t h i n k i t was No. 13. 

JUDGE CHRISTIANSON: Yes. Mr. Mickens had t h i s t h i s 

afternoon. 

MS. MOURY: Right. 

BY MS. MOURY: 

Q. I again j u s t need t o have a c l a r i f i c a t i o n of two 

numbers, which 11m not going t o pass t h i s other response out 

t o everyone, but I thought I'd give i t t o the Judge and the 

witness f o r purposes of moving th i n g s along. I t i s the 

response t o OSBA No. 12. I t was a c t u a l l y a response by Mr. 

Sl i v k a and Mr. Kleha, but I'm j u s t hoping t h a t you can 

c l a r i f y the d i f f e r e n c e between your response and t h e i r 

response. 

{Document handed t o Judge Christiansen and witness.) 
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Q. On Attachment 1 of your response t o OTS-RS-4D, 

which i s p a r t of OTS Cross E x h i b i t 13, under the column f o r 

GS-1, you show a f i g u r e at l i n e 29 of $19.88, which appear 

t o be customer-related costs f o r t h a t c l a s s ; c o r r e c t ? 

A. Right. 

Q. I f you would r e f e r t o the company's response t o 

OSBA-12, to' Attachment 1, there i t shows -- t h i s i s labeled 

as a cost curve f o r a GS customer w i t h a demand of 4 KW, but 

then each page increases the number of KW of demand. But 

throughout t h a t document, the column labeled, "Customer 

Component" shows a f i g u r e of $24.56. 

I guess I have two questions about t h a t . F i r s t , i f 

you know why the number, $24.56, i s higher than the number, 

$19.88; and also, i f you can answer the second question, why 

the $24.56 stays the same through the incr e a s i n g l e v e l s of 

demand. 

A. I cannot e x p l a i n why the d i f f e r e n c e i n the two 

numbers. We'11 have t o do t h a t i n a data request. 

Q. A l l r i g h t . That would be f i n e . Thank you. 

A. But from the customer component side, t h a t does 

not vary w i t h load f a c t o r . That i s a customer r e l a t e d . 

Whether the customer i s not using any energy whatsoever or 

at 100 percent load f a c t o r , the customer component w i l l 

remain constant f o r t h i s type of a c a l c u l a t i o n . 

Q. And does t h a t customer component number stay the 
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same even i f the customer has a d i f f e r e n t s i z e of meter? 

Should t h a t stay the same f o r varying sizes of meters? 

A. I believe there w e ' l l dealing w i t h an average 

customer component. Okay? 

Q. Okay. That answers my question. 

A. I f you looked at s p e c i f i c customer, i t may be 

d i f f e r e n t , but t h i s deals w i t h an average. 

MS. MOURY: I t h i n k t h a t ' s a l l I have, Your Honor, i f 

I can j ust take one skim through my notes here. 

JUDGE CHRISTIANSON: We can pause. Let's be shown as 

o f f the record. 

(Discussion o f f the record.) 

JUDGE CHRISTIANSON: Back on the record. 

We've decided t o have mercy on a l l of us and be done 

about 5:00. Mr. Kleppinger has about an hour or more. We 

can s t a r t o f f tomorrow at 9:30 and see where we go. There 

are some t e c h n i c a l problems from Bethlehem S t e e l . 

MS. BRANDEIS: Yes. I apologize, Your Honor. On our 

e x h i b i t , Bethlehem Steel Cross-Examination E x h i b i t No. 1, 

there i s a l i s t i n g of four things i n the right-hand corner. 

The f i r s t f i g u r e where i t says 1984 should be 1985, and the 

second f i g u r e where i t says 1985 should be 1986. With t h a t , 

I b e lieve t h i s e x h i b i t i s c o r r e c t subj ect, of course, t o 

check by the company. 

MR. MacGREGOR: I apologize. Can you read those t o 
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me again, please? 

JUDGE CHRISTIANSON: Yes. 

MS. BRANDEIS: I n the upper right-hand corner, the 

f i r s t number says 1984. The c o r r e c t date i s 1985. 

MR. MacGREGOR: So '84 should be '85? 

MS. BRANDEIS: That's r i g h t . And '85 should be '86. 

MR. MacGREGOR: Thank you. 

8 MS. BRANDEIS: Thank you, and thank you. Your Honor. 

9 JUDGE CHRISTIANSON: Yes. I t h i n k you people 

10 corrected each other o r a l l y when you were doing the cross. 

1 MS. BRANDEIS: I t h i n k I may have gotten somewhat 

12 confused. This i s the c o r r e c t i n f o r m a t i o n . 

10 JUDGE CHRISTIANSON: That's c o r r e c t . Then t h a t as 

14 corrected stands. So then we can s t a r t at 9 -- yes; go 

ahead. 

MS. MOURY: May I move my OSBA Cross-Examination 

E x h i b i t No. 2 i n t o the record, please? 

18 MR. MacGREGOR: No o b j e c t i o n . 

10 JUDGE CHRISTIANSON: Then i t i s accepted i n t o the 

20 record. 

(Whereupon, the document marked as 

OSBA Cross-Examination E x h i b i t No. 2 

21 was received i n evidence.) 

24 MS. MOURY: Thank you. 

25 JUDGE CHRISTIANSON: And we can be done f o r the day 
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and s t a r t at 9:30 tomorrow. 

(Witness t e m p o r a r i l y excused.) 

JUDGE CHRISTIANSON: I'm looking t o probably not a 

very long day tomorrow. 

MR. MacGREGOR: I don't t h i n k so. 

JUDGE CHRISTIANSON: One never knows f o r sure. 

Then we w i l l be o f f the record f o r t o n i g h t . 

(Whereupon, at 5:05 p.m., the hearing was adjourned, 

t o be reconvened at 9:30 a.m., Wednesday, March 29, 1995, i n 

Harrisburg, Pennsylvania.) 
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C E R T I F I C A T E 

I hereby c e r t i f y , as the stenographic r e p o r t e r , t h a t 

the foregoing proceedings were taken s t e n o g r a p h i c a l l y by me, 

and t h e r e a f t e r reduced t o t y p e w r i t i n g by me or under my 

d i r e c t i o n ; and t h a t t h i s t r a n s c r i p t i s a t r u e and accurate 

record t o the best of my a b i l i t y . 
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