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P R O C E E D I N G S 

CHIEF ADMINISTRATIVE LAW JUDGE ALLISON K. TURNER: 

Let's go on the record. 

4 Now i s the cime and place f o r the second of the 

5 e v i d e n t i a r y hearings i n the matter of Pennsylvania Public 

6 U t i l i t y Commission et a l . versus Pennsylvania Power & L i g h t 

Company at Docket No. R-00943271. 

I would l i k e t o s t a t e t h a t yesterday, I gave a number 

of formal complainants which I know i s too small, and 

someone spoke t o me and sai d they b e l i e v e the c o r r e c t number 

was 128 formal complainants of t h i s p o i n t . I s t h a t correct? 

MR. GADSDEN: That's approximately r i g h t . 

JUDGE TURNER: That's approximately c o r r e c t . 

Appearing f o r OTS today w i l l be Mr. John Simms. 

Yo u ' l l be the lead counsel? 

MR. SIMMS: That's c o r r e c t , Your Honor. 

JUDGE TURNER: And f o r OCA, w i l l i t be you today, Ms. 

McCloskey? 

MS. McCLOSKEY: Yes, Your Honor. 

2 0 JUDGE TURNER: Tanya McCloskey. 

Ms. Karen O i l l Moury w i l l be here f o r the OSBA; Mr. 

Kleppinger f o r the I n d u s t r i a l Consumers Association; Mr. 

McCormick f o r the f e d e r a l agencies; and the lead counsel f o r 

today f o r the company w i l l be Mr. Gadsden. 

Is there any counsel or pro se person t h a t I missed? 
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1 MS. BRANDEIS: Yes, Your Honor, Joan Brandeis f o r 

2 Bethlehem Steel Corporation. 

3 JUDGE TURNER: And you have signed the appearance 

sheet? 

MS. BRANDEIS: Yes, I have. 

JUDGE TURNER: I do be l i e v e t h a t Mr. Epstein w i l l be 

here l a t e r . He had said he was not going t o be here i n the 

morning. 

Why don't we begin, then, as planned w i t h Mr. Sl i v k a . 

MR. SIMMS: Your Honor, before we proceed, I b e l i e v e 

at our l a s t e v i d e n t i a r y hearing there was a question 

regarding an on-the-record data request made by Mr. Mickens 

from our o f f i c e . 

I b e lieve there has been some discussion between Mr. 

Mickens and Mr. Russell regarding t h a t on-the-record data 

request as t o whether or not the company could i n f a c t 

provide an answer t o t h a t request. 

JUDGE TURNER: And? 

MR. RUSSELL: That's r i g h t , Your Honor. We went back 

and reviewed our records. We can break down salvage value 

i n t o the categories T r i a l S t a f f requested f o r recent years. 

We're not sure i f we can break i t down as we go i n t o 

past years. And the understanding between the company and 

the T r i a l S t a f f i s , w e ' l l break down as many years as we can 

and provide t h a t w i t h i n the ten-day period t h a t was 
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established. 

MR. SIMMS: That's my understanding, Your Honor. 

JUDGE TURNER; Are there any other matters before we 

4 begin w i t h our f i r s t witness? 

(No response.) 

JUDGE TURNER: I n t h a t case, l e t ' s begin w i t h Mr. 

Sl i v k a , who I believe h i s testimony and e x h i b i t w i l l come i n 

on a f f i d a v i t ; i s t h a t correct? 

MR, GADSDEN: That's c o r r e c t , Your Honor. 

At the prehearing conference, we d i s t r i b u t e d Mr. 

Slivka's testimony and the e x h i b i t which he i s sponsoring, 

the e x h i b i t i t s e l f c o n s i s t i n g of a four-page attachment to 

hi s testimony but separately marked f o r i d e n t i f i c a t i o n 

1 4 purposes. 

At t h i s time, I would ask t h a t Mr. Slivka's testimony 

be marked f o r i d e n t i f i c a t i o n as PP&L Statement No. 6; t h a t 

h i s e x h i b i t , which consists as I i n d i c a t e d previously of 

four pages, be marked as E x h i b i t JJS-1. 

JUDGE TURNER: I t may be so marked. 

(Whereupon, the documents were marked 

as PP&L Statement No. 5 and PP&L 

E x h i b i t JJS-i f o r i d e n t i f i c a t i o n . ) 

MR. GADSDEN: Thank you, Your Honor. 

We are su b m i t t i n g t o the court r e p o r t e r and t o Your 

Honor and to the p a r t i e s an a f f i d a v i t executed by Mr. S l i v k a 
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i n d i c a t i n g t h a t h i s testimony and e x h i b i t and ma t e r i a l s 

contained t h e r e i n are t r u e and c o r r e c t t o the best of h i s 

knowledge, i n f o r m a t i o n and b e l i e f , and I would represent 

t h a t he would so t e s t i f y i f he were present today. 

You w i l l note, Your Honor, t h a t attached t o Mr. 

Slivka's a f f i d a v i t and referenced i n the a f f i d a v i t are two 

i n t e r r o g a t o r i e s , those being PP&L I n d u s t r i a l Customer 

A l l i a n c e I n t e r r o g a t o r y Set I , No. 20 and O f f i c e of T r i a l 

S t a f f I n t e r r o g a t o r y RB-60. 

As you may r e c a l l , a t Tuesday's hearing Mr. Simms 

i n d i c a t e d t h a t he d i d not have any cross-examination f o r Mr. 

Sl i v k a , w i t h the caveat t h a t we would be amenable t o moving 

i n several i n t e r r o g a t o r y responses which Mr. S l i v k a 

sponsored, and we are proposing t o accommodate t h a t request 

through Mr. S l i v k a 1 s a f f i d a v i t . 

JUDGE TURNER: That would be OTS Question 20 and 

OTS-RB-60? 

MR. GADSDEN: Yes. I t ' s my understanding t h a t Mr. 

Simms had planned on making those two i n t e r r o g a t o r i e s a 

separate T r i a l S t a f f cross-examination e x h i b i t , and I guess 

the value of t h i s a f f i d a v i t i s j u s t simply t o i n d i c a t e t h a t 

we stand by those responses and have no o b j e c t i o n t o t h e i r 

admission. 

JUDGE TURNER: Did I c o r r e c t l y i d e n t i f y them, Mr. 

Simms? 
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1 MR. SIMMS: Your Honor, I b e l i e v e t h a t i t ' s OTS 

2 I n t e r r o g a t o r y RB-60 and PP&L I n d u s t r i a l Customer A l l i a n c e 

3 Set I , Question 20. 

4 JUDGE TURNER: So PPLICA Set I , Question 20, and the 

5 answer, 

g Ms. Moury, were you able t o s a t i s f a c t o r i l y get 

answers t o the issues you might have r a i s e d had you been 

cross-examining? 

MS. MOURY: Yes, Your Honor. What I d i d was I sent 

three follow-up i n t e r r o g a t o r i e s t o the company, which I 

understand t h e y ' l l e i t h e r answer or ob j e c t t o w i t h i n the 

time period allowed, and t h a t should enable us t o 

incorporate any i n f o r m a t i o n t h a t would be provided i n our 

case at the appropriate time. 

JUDGE TURNER: A l l r i g h t . I s there any o b j e c t i o n 

from any pa r t y t o a d m i t t i n g Statement 6, JJS E x h i b i t 1, 

which i s attached t o i t , and PPLICA Set I , Question 20, the 

answer provided by the company t o t h a t , and OTS-RB-60, and 

the company-provided answer t o t h a t , i n t o t h i s record? 

MR. SIMMS: Your Honor, I don't have an o b j e c t i o n t o 

i t , but j u s t f o r a reference p o i n t , could I have -- I 

provided t o the p a r t i e s , t o the co u r t r e p o r t e r and t o Your 

Honor a cross-examination e x h i b i t . Could I have t h a t 

i d e n t i f i e d No. 3, which w i l l be OTS-RB-60 and the I n d u s t r i a l 

Customer A l l i a n c e Question 20, I n t e r r o g a t o r y 20? Could I 
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have t h a t marked xor a reference p o i n t as OTS Cross-

Examination E x h i b i t No. 3? 

JUDGE TURNER: My f i r s t response t o t h a t i s t h a t I 

would p r e f e r not t o mark i t because I t h i n k i t gets 

confusing. We're going t o have those e x h i b i t s i n on 

a f f i d a v i t . I don't t h i n k we need them i n again as a 

separate reference p o i n t . 

MR. SIMMS: The only problem w i t h t h a t , what i s t h a t 

data going t o be marked i n terms of a reference point? What, 

e x h i b i t i s i t going t o be i d e n t i f i e d as? 

MR. GADSDEN: I f i t makes i t easier, we can mark Mr. 

Slivka's a f f i d a v i t and the two i n t e r r o g a t o r y answers 

attached t o i t as E x h i b i t JJS-2. 

MR. SIMMS: That's f i n e . I j u s t want a reference 

p o i n t . 

JUDGE TURNER: I'm not sure I understand the problem, 

but I want i t w i t h the a f f i d a v i t t h a t supports i t . 

MR. GADSDEN: C e r t a i n l y . I t would be a l l three 

pages. 

MR. SIMMS: The problem i s t h a t when we get t o 

b r i e f i n g , there i s going t o be a reference by other 

witnesses t o i t . The only t h i n g we have i s the a f f i d a v i t 

and the attached -- I don't want t o go i n t o a long 

JUDGE TURNER: Let's discuss i t o f f the record. 

(Discussion o f f the record.) 
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1 JUDGE TURNER: Back on the record. 

2 Mr. Simms and Mr. Gadsden c l a r i f i e d the matter f o r 

3 me, and the e x h i b i t attached t o the a f f i d a v i t w i l l be 

4 company JJS-2, PP&L E x h i b i t JJS-2, and then t h a t can be the 

5 reference i n cross-examination and b r i e f i n g . 

6 (Whereupon, the document was marked 

as PP&L E x h i b i t No. JJS-2 f o r 

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

JUDGE TURNER: Now, are we prepared t o allow t h i s 

i n t o the record without objection? 

(No response.) 

MR. GADSDEN: I f th e r e i s no o b j e c t i o n , then, Your 

Honor, we would move the admission of Mr, Slivka's Statement 

No. 6 and h i s e x h i b i t s , PP&L E x h i b i t s JJS-1 and JJS-2. 

JUDGE TURNER: And the supporting a f f i d a v i t . 

MR. GADSDEN: Correct. 

JUDGE TURNER: I t i s hereby admitted. 

(Whereupon, the documents marked as 

PP&L Statement No. 6 and PP&L 

E x h i b i t s Nos. JJS-1 and JJS-2 were 

received i n evidence.) 

MR. GADSDEN: Thank you, Your Honor. 

JUDGE TURNER: I bel i e v e Mr. S i p i c s i s the next 

witness. 

MR. GADSDEN: Yes, Your Honor. At t h i s time the 
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1 company c a l l s Mr. S i p i c s , 

2 Whereupon, 

3 JOHN F. SIPICS 

4 having been duly sworn, t e s t i f i e d as f o l l o w s : 

5 JUDGE TURNER: W i l l you s t a t e your name and s p e l l i t 

f o r the record? 

THE WITNESS: John S i p i c s , S - i - p - i - c - s . 

JUDGE TURNER: Middle i n i t i a l "F", r i g h t ? 

THE WITNESS: Right. 

JUDGE TURNER: Thank you. Please be seated. 

MR. GADSDEN: Your Honor, at the prehearing 

conference the company d i s t r i b u t e d t o the court r e p o r t e r , 

having p r e v i o u s l y d i s t r i b u t e d same t o the p a r t i e s and t o the 

Commission, copies of three documents which Mr, S i p i c s i s 

going t o be sponsoring t h i s morning and which need t o be 

marked f o r i d e n t i f i c a t i o n a t t h i s time. The f i r s t i s a 

multi-page document c o n s i s t i n g of 15 pages of questions and 

answers s t y l e d " D i r e c t Testimony of John F. S i p i c s , " which I 

would ask be marked f o r i d e n t i f i c a t i o n as PP&L Statement No. 

9. Secondly, a one-page t a b l e s t y l e d "Pennsylvania Power & 

Lig h t Company Load and Capacity Forecast, 1994-2003." That 

document I would ask be marked as E x h i b i t JFS-1. And 

f i n a l l y , a single-page document s t y l e d "1993-94 Winter 

Forecast Conditions Versus Actual Conditions," and I would 

ask t h a t t h a t document be marked as E x h i b i t JFS-2. 
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1 JUDGE TURNER: They may be so marked. 

2 (Whereupon, the documents were marked 

as PP&L Statement No. 9 and PP&L 

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

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

DIRECT EXAMINATION 

BY MR. GADSDEN: 

Q. Mr. S i p i c s , by whom are you employed and i n what 

capacity? 

A. Pennsylvania Power & L i g h t Company as General 

Manager of Power Systems Support. 

Q. Mr. S i p i c s , do you have a copy of the document 

which has been marked as PP&L Statement No. 9? 

A. Yes, I do. 

Q. Was t h a t statement of d i r e c t testimony prepared 

by you or under your d i r e c t i o n and supervision? 

1 7 A. I t was prepared under my supervision. 

18 

19 

20 

21 

22 
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25 

Q. Are there any co r r e c t i o n s or r e v i s i o n s t o 

Statement No. 9 t h a t you need t o make at t h i s time? 

A. No, there are not. 

Q. I f I were t o ask you the questions set f o r t h i n 

Statement No. 9 today, would your answers be as contained 

therein? 

A. Yes, they would. 

Q. And would they be t r u e and c o r r e c t t o the best 
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1 of your knowledge? 

A. Y e s . 

Q. Mr. Si p i c s , t u r n i n g now t o E x h i b i t s JFS-1 and 

JFS-2, was the data t h a t i s presented i n those e x h i b i t s 

assembled or compiled under your d i r e c t i o n and supervision? 

A. Yes, i t was. 

Q. I s t h a t data t r u e and c o r r e c t t o the best of 

your knowledge? 

A. Yes. 

MR. GADSDEN: Your Honor, at t h i s time I would move 

the admission of PP&L Statement 9, E x h i b i t s JFS-1 and JFS-2, 

subject t o the standard q u a l i f i c a t i o n s and con d i t i o n s , and 

o f f e r Mr. Sipi c s f o r cross-examination. 

JUDGE TURNER: Before I r u l e on t h a t I would l i k e t o 

note t h a t Mr. Sipi c s has w i t h him a very large white p l a s t i c 

t h r e e - r i n g binder. What i s that? 

THE WITNESS: I t ' s my d i r e c t testimony, the 

statements and i n t e r r o g a t o r y responses t h a t I was 

responsible f o r . 

JUDGE TURNER: I t ' s no a d d i t i o n a l charts, t a b l e s or 

information? 

THE WITNESS: No. 

JUDGE TURNER: Thank you. 

There being no o b j e c t i o n from any party, the 

i d e n t i f i e d documents are admitted, subject t o motions t o 
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s t r i k e , o b j e c t i o n s , e t cetera. 

2 (Whereupon, the documents marked as 

PP&L Statement No. 9 and PP&L 

E x h i b i t s Nos. JFS-1 and JFS-2 were 

5 received i n evidence,) 

6 MR. GADSDEN: Thank you, Your Honor. 

JUDGE TURNER: Mr. Simms. 

MP.. SIMMS: Thank you, Your Honor. 

CROSS-EXAMINATION 

BY MR. SIMMS: 

Q. Good morning, Mr. Si p i c s . 

A. Good morning. 

Q. My name i s Johnnie Simms. I'm one of the 

attorneys representing 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. 

I would l i k e t o r e f e r you t o your E x h i b i t JFS-1. Do 

you have t h a t before you, s i r ? 

A. I have i t . 

Q. I want t o ask you a few questions t o c l a r i f y f o r 

the record what we have i n these columns and so f o r t h . Now, 

am I not c o r r e c t t h a t the column t i t l e d "Winter Peak Load" 

includes the energy need f o r the E l e c t r i c U t i l i t y D i v i s i o n 

of UGI? 

A. Yes, i t does. 

Q. Does i t also include the energy need f o r the 16 
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1 municipal customers and C i t i z e n s E l e c t r i c ? 

2 A. Yes, i t does. 

3 Q. Now, the column t i t l e d '"Firm Capacity Sales" 

includes the sale of energy and capacity, does i t not? 

5 A. Firm capacity sales are sales of actual u n i t s on 

PF&L, or por t i o n s of u n i t s on PP&L; f i r m capacity and 

energy, yes. 

Q. Now, f o r the record, you have several 

abbreviations. Oust so the record i s c l e a r , NUG, which i s 

N-U-G, stands f o r n o n - u t i l i t y generation, does i t not? 

A. Yes. 

Q. And the ab b r e v i a t i o n I L stands f o r i n t e r r u p t i b l e 

load; correct? 

A. Yes, i t does. 

Q. And the a b b r e v i a t i o n CC sales stands f o r 

capacity c r e d i t sales t o other u t i l i t i e s ; correct? 

A. Yes. 

Q. Now, l o o k i n g a t tVie e x h i b i t , the d e r i v a t i o n of 

net resources at the time of peak are developed by 

s u b t r a c t i n g f i r m capacity sales t o other u t i l i t i e s from PP&L 

owned and leased capacity; correct? 

A. Yes, t h a t ' s r i g h t , s i r . I t h i n k I have a 

c o r r e c t i o n t o what we said r i g h t i n the beginning here. On 

wi n t e r peak load, we're t a l k i n g about PP&L company load a t 

t h i s time, which does include supply t o the 16 municipals 
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and t o C i t i s e n s E l e c t r i c , but I don't believe includes 

supply t o the Luzerne E l e c t r i c D i v i s i o n of UGI. 

Q. So the w i n t e r peak load does not include energy 

need f o r the energy u t i l i t y of UGI; i s t h a t correct? 

A. Yes. 

Q. I s the energy need f o r UGI i d e n t i f i e d on t h i s 

e x h i b i t ? 

A. That's a good question. I'm having t r o u b l e 

remembering. We used company load, system load and group 

load. I n one case i t ' s only PP&L by i t s e l f . In another 

case system load means supply t o the net requirements of 

Luzerne E l e c t r i c D i v i s i o n of UGI and company load, which 

includes the supply t o 16 municipals and Ci t i z e n s E l e c t r i c . 

And then the t h i r d case we show our load plus UGl's load, 

w i t h o u t r e c o g n i t i o n of the f a c t t h a t they own capacity t o 

supply a p o r t i o n of t h a t load, and then show t h e i r capacity 

elsewhere. 

I know we're not using group load here, which would 

be the sum of the two. 

JUDGE TURNER: I f we went o f f the record would you be 

able t o a s c e r t a i n t h a t from documents here i n the hearing 

room? 

THE WITNESS: Yes, I would. 

JUDGE TURNER: Do any p a r t i e s have any o b j e c t i o n t o 

that? 
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MR. SIMMS: I have no o b j e c t i o n , Your Honor. 

JUDGE TURNER: Let's go o f f the record then. 

3 (Discussion o f f the record.) 

JUDGE TURNER: Let's go back on the record. 

This witness has consulted w i t h other PP&L employees 

i n the room and looked a t some documents here also. 

Can you now give the c o r r e c t answer t o t h a t question? 

THE WITNESS: Yes, I can, Your Honor. I'm so r r y f o r 

the confusion. We use load so many d i f f e r e n t ways. 

This i s PP&L system load. When we t a l k about the 

system load, t h a t does include the net requirement supply t o 

Luzerne E l e c t r i c D i v i s i o n , so the f i r s t answer I gave you i s 

a c t u a l l y the c o r r e c t answer. 

MR. SIMMS: Okay. Thank you. 

JUDGE TURNER: So UGl's energy needs are r e f l e c t e d on 

t h i s e x h i b i t ? 

THE WITNESS: Their net requirements. I t recognizes 

the f a c t t h a t they own some generation at Hunlock and a 

piece of Conemaugh; so i t doesn't r e f l e c t t h e i r t o t a l load, 

but i t r e f l e c t s t h e i r net load, which i s what we're 

responsible f o r supplying. 

JUDGE TURNER: Are you ready t o proceed, Mr. Simms? 

MR. SIMMS: Yes, I am. 
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1 BY HR. SIMMS: 

2 Q. You may have answered "this ques'tion, but l e t me 

3 go back t o i t again. The d e r i v a t i o n of net resources at the 

4 time of peak are developed by s u b t r a c t i n g f i r m capacity 

5 sales t o other u t i l i t i e s from the PP&L owned and leased 

6 capacity; correct? 

A. Yes, s i r . 

Q. And the reserves at the time of peak was then 

c a l c u l a t e d by s u b t r a c t i n g the net resources at the time of 

peak from the winter peak load; correct? 

A. Well, a c t u a l l y the opposite; s u b t r a c t i n g the 

wint e r peak load from the net resources at the time of the 

peak. 

Q. Okay. Thank you. 

Now, the column on t h i s e x h i b i t t i t l e d "Reserves at 

the Time of Peak" also i l l u s t r a t e the reserves at the time 

of peak as a percentage of the win t e r peak load; correct? 

A. Yes, s i r . 

Q. Now, you would agree, would you not, t h a t 

reserves at the time of peak are resources t h a t e x i s t over 

and above the w i n t e r peak demand? 

A. Yes, they are resources over and above w i n t e r 

peak demand. There are obviously reasons f o r having 
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25 Q. And you would agree, would you not, t h a t a 
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u t i l i t y needs t o have reserves over and above i t s w i n t e r 

peak demand i n order t o provide r e l i a b l e service t o i t s 

customers; correct? 

A. Yes, s i r . 

Q. The reserve percentages t h a t are l i s t e d i n the 

column t i t l e d "Reserves at the Time of Peak" are commonly 

r e f e r r e d t o as the reserve margin; correct? 

A. Yes, s i r . 

Q, Now, would you agree t h a t the reserve margin 

shown i n t h i s column ranges from a low of 9.1 percent i n the 

wint e r of 1995-1996 t o a high of 14.9 percent i n the w i n t e r 

of the year 2000-2001? 

A. Yes. 

Q. Keeping t h a t e x h i b i t i n f r o n t of you, I would 

l i k e t o r e f e r you t o page 8, l i n e s 10 through 13, of your 

testimony. 

You can l e t me know when you've located t h a t . 

A. I have t h a t . 

W. Now, i n t h i s testimony you t e s t i f i e d t h a t PP&L 

i s a member of PJM and PJM requires PP&L t o have, a 12 

percent reserve requirement during the win t e r peak load; 

correct? 

A. PJM requires PP&L, as a member of PJM, t o 

provide an i n s t a l l e d capacity o b l i g a t i o n t h a t when you 

express i t as a percentage of our win t e r peak load 
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1 t r a n s l a t e s i n t o 12 percent, yes. 

2 Q- Let me r e f e r you t o your response t o OTS-RB-53. 

3 MR. SIMMS: Your Honor, at t h i s time, while the 

4 witness i s l o c a t i n g t h a t , I'm going t o ask t h a t the company 

5 responses t o RB-62, RB-27D, RB-28D, RB-52, RB-53, RB-55 and 

RB-57 be marked f o r i d e n t i f i c a t i o n as OTS Cross-Examination 

E x h i b i t No. 3. May i t be so i d e n t i f i e d ? 

JUDGE TURNER: This i s a multi-paged — 

MR. SIMMS: A multi-page document; t h a t ' s c o r r e c t . 

JUDGE TURNER: -- tabbed document. 

MR. SIMMS: Yes. 

JUDGE TURNER: I t may be so marked as OTS Cross-

Examination E x h i b i t 3. 

(Whereupon, the document was marked 

as OTS 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 . ) 

1 7 (Pause. ) 

JUDGE TURNER: I s there a problem w i t h a copy f o r the 

witness? 

MR. GADSDEN: I t h i n k we're okay. 

JUDGE TURNER: Did you j u s t receive them? 

THE WITNESS: Yes. I have them. They were prepared 

under my d i r e c t i o n . I have copies of them here. 

JUDGE TURNER: So you don't need time t o review them? 

THE WITNESS: No. 
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JUDGE TURNER: Okay, Mr. Simjns. 

MR. SIMMS: Your Honor, f o r the record, copies have 

been provided t o the court r e p o r t e r and t o the p a r t i e s i n 

the case. 

BY MR. SIMMS: 

Q. Mr. S i p i c s , d i d you prepare t h i s response t o 

OTS-RB-53? 

A. This response was prepared under my d i r e c t i o n . 

Q. On page 2 of the response you show how the 12 

percent reserve margin i s c a l c u l a t e d , do you not? 

A. Yes, s i r . 

JUDGE TURNER: I'm sorry, Mr. Simms, which --

MR. SIMMS: Page 2 of RB-53. 

JUDGE TURNER: RB-53. 

MR. SIMMS: Yes. 

BY MR. SIMMS: 

Q. Am I not c o r r e c t t h a t the 12 percent reserve 

requirement i s c a l c u l a t e d by t a k i n g the d i f f e r e n c e of the 

system resource requirement and the system f o r e c a s t w i n t e r 

peak load and d i v i d i n g the d i f f e r e n c e by the system f o r e c a s t 

w i n t e r peak? 

A. Yes, you're c o r r e c t . 

Q. Comparing your response on page 2 of RB-53 and 

your E x h i b i t JFS-1, when we look a t the column t i t l e d 

"Reserve at the Time of Peak" on E x h i b i t JFS-1 — do you 
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have that? 

A. Yes, I do. 

Q. Would you agree t h a t reserves a t the time of 

peak expressed as a percentage are c a l c u l a t e d e x a c t l y the 

same way as your response t o OTS-RB-53? 

A. Yes, they are. They're both on the percentage 

of w i n t e r peak load. There could be a s l i g h t d i f f e r e n c e i n 

the sense t h a t our i n s t a l l e d capacity o b l i g a t i o n i s a 

forward instrument, those commitments are made two years 

ahead of time, so the load f o r e c a s t could be d i f f e r e n t i n 

the numbers t h a t you're seeing as the basis f o r the 1994-95 

i n s t a l l e d capacity o b l i g a t i o n runs and what you see i n 

JFS-1. I n other words, the load f o r e c a s t shown on JFS-1 f o r 

1994-95 i s our l a t e s t load f o r e c a s t . The load f o r e c a s t 

t h a t ' s the basis f o r the i n s t a l l e d capacity o b l i g a t i o n was, 

I beli e v e , something l i k e 30 megawatts d i f f e r e n t . I t wasn't 

s i g n i f i c a n t l y d i f f e r e n t but there was a d i f f e r e n c e . 

JUDGE TURNER: And t h a t ' s what i s r e f l e c t e d i n OTS-

RB-53, page 2? 

THE WITNESS: OTS-RB-53, page 2, the 6575, i s the 

1994-95 load f o r e c a s t done i n 1992. So t h a t ' s why you see a 

s l i g h t d i f f e r e n t t here, 6575 versus 6605 i n JFS-1. 

BY MR. SIMMS: 

Q. Now, the amounts l i s t e d under percentage -- I'm 

loo k i n g at your JFS-i -- are f a i r l y close t o the PJM reserve 
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A. Yes, they are. 

Q. The 12 percent requirement b a s i c a l l y i n d i c a t e s 

t h a t PP&L's i n s t a l l e d generating resources are 12 percent 

greater than PP&L's forecasted peak loads; correct? 

A. Generally. I t va r i e s over the time frame. 

JUDGE TURNER: May I ask a c l a r i f y i n g question here? 

Would you mind, Mr. Simms? 

MR. SIMMS: No. 

JUDGE TURNER: How close i s PP&L's win t e r peak t o i t s 

summer peak? 

THE WITNESS: I can probably get the numbers, but 

win t e r peak i s probably a thousand megawatts higher than the 

summer peak. 

JUDGE TURNER: Okay. Thanks. 

BY MR. SIMMS: 

Q. I f PP&L's forecasted w i n t e r peak load was 

lower -- I'm lo o k i n g at your response t o OTS-RB-53 -- would 

the PJM requirement be higher than 12 percent? 

A. Maybe I d i d n ' t q u i t e understand t h a t . Could you 

repeat that? 

Q. Looking a t your response t o OTS-RB-53, page 2, 

i f PP&L's forecasted w i n t e r peak load was lower, would the 

PJM requirement be higher than 12 percent? 

A. I f our f o r e c a s t w i n t e r peak load were lower and 
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you d i d n ' t change our summer peak load, and nothing else 

changed, then the percentage i n s t a l l e d capacity o b l i g a t i o n 

would be a l i t t l e b i t higher, I would suggest. 

Q. A l i t t l e b i t . Could you q u a n t i f y that? 

A. Well, i t ' s tough t o do these c a l c u l a t i o n s i n my 

head, but there's a sharing of winter/summer d i v e r s i t y and 

we get 50 percent of t h a t , so depending on -- i f our w i n t e r 

peak were lowered and our summer peak stayed the same, you 

would wind up w i t h a smaller d i v e r s i t y c r e d i t , which would 

increase your o b l i g a t i o n as a percentage of your w i n t e r peak 

load. That's why i t doesn't stay e x a c t l y the same. 

Q. PP&L i s a w i n t e r peaking u t i l i t y , i s i t not? 

A. Yes, s i r . 

Q. Would PP&L's reserve requirement be higher i f i t 

were a summer peaking u t i l i t y ? 

A. On the percentage of our peak load. 

Q. Yes. 

A. Yes, because the r e s t of PJM i s a -- PJM i s a 

summer peaking pool. 

Q. You would agree, would you not, t h a t reserve 

requirement i s needed i n case ox unavailable generating 

capacity due t o planned and unplanned outages and the 

p o t e n t i a l t h a t customers' demand could exceed forecasted 

peaks? 

A. Those are two of the s i g n i f i c a n t reasons, yes, 
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t h a t you need reserves above forecasted peak load, 

Q. The 12 percent reserve requirement p r o t e c t s PP&L 

and i t s customers from forced outages, does i t not? 

A. Excuse me, s i r ? 

Q. The 12 percent reserve requirement p r o t e c t s PP&L 

and i t s customers from forced outages? 

A. The f a c t t h a t we have reserves insures t h a t we 

could continue t o supply load even when there are forced 

outages. 

JUDGE TURNER: Excuse me. Can you answer t h a t yes or 

no? 

THE WITNESS: I was t r y i n g . I have a l i t t l e 

d i f f i c u l t y j u s t saying a s t r a i g h t yes. I mean c e r t a i n l y the 

f a c t t h a t you have reserves gives you a b e t t e r p r o b a b i l i t y 

of c a r r y i n g the load than i f you d i d n ' t have reserves, so I 

guess i t ' s a q u a l i f i e d yes. 

JUDGE TURNER: And you can go ahead and expla i n your 

answer. 

THE WITNESS: What I wanted t o go on and expla i n then 

was the f a c t t h a t no l e v e l of reserves would guarantee, of 

course, t h a t you have the a b i l i t y t o supply your load under 

a l l c o n d i t i o n s . You j u s t have t o look back t o l a s t January 

19 where on PJM we had as many as 21,000 megawatts 

unavailable at one time, and t h a t ' s not something you would 

deem prudent t o c a l c u l a t e reserves, t o carry i t through 
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those kinds of co n d i t i o n s . But c e r t a i n l y the f a c t t h a t we 

have a 12 percent reserve i s consistent w i t h our idea t h a t 

you supply customer demand under reasonable c o n d i t i o n s t o a 

loss of load c r i t e r i a ox one event i n ten years. 

BY MR. SIMMS: 

Q. That, i n f a c t , i s the purpose of the 12 percent 

reserve requirement; correct? 

A. Yes. The purpose of the reserve requirement i s 

t o insure s u f f i c i e n t reserves t o meet the load when the 

c r i t e r i a of no more than one event i n ten years was 

i n s u f f i c i e n t . 

Q. L e t 1 s look a t , once again, your E x h i b i t JFS-1. 

You agree, do you not, t h a t the w i n t e r of l94- l95, t h a t the 

company had 735 megawatts i n excess of i t s forecasted peak 

load? 

A. Yes. 

Q. Now, t o t r a n s l a t e t h a t i n layman's terms, t h a t 

means t h a t the company could have forced outages of 735 

megawatts and s t i l l be able t o meet i t s peak load? 

A. Yes. I t goes beyond t h a t . P a r t l y i t gets to 

the energy supply. When we operate i n PJM, one of the 

advantages i s t h a t you don't always t r y t o supply your own 

load w i t h your own generation. One of the reasons our 

reserve requirement i s as low as i t i s i s because we 

recognise t h a t help i s a v a i l a b l e from other u t i l i t i e s . But 

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 



4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

218 

1 you're r i g h t , your s t r a i g h t question t h a t we could have 735 

2 megawatts of forced outage and s t i l l c a r ry our load w i t h our* 

3 own generation i s c o r r e c t . 

Q. Let's look at the column on E x h i b i t JFS-1 t i t l e d 

" I n t e r r u p t i b l e Load."' This column represents the company's 

estimate of load t h a t w i l l be a v a i l a b l e d u r i n g peak demand 

i f i t was i n t e r r u p t i b l e , does i t not? 

A. Yes. This column represents the estimate of the 

excess of a n t i c i p a t e d demand over the f i r m demand l e v e l s of 

those i n t e r r u p t i b l e customers, and i t ' s the capacity 

equivalent of t h a t excess. 

Q. And the i n t e r r u p t i b l e load i s p r o j e c t e d on t h i s 

e x h i b i t as 345 megawatts f o r the next ten years; correct? 

A. Yes. What t h a t represents i s the capacity 

equivalents of the i n t e r r u p t i b l e load t h a t we forecast at 

t h a t time, so there's r e a l l y -- the d i f f e r e n c e between what 

we would serve without i n t e r r u p t i b l e c o n t r a c t s and the f i r m 

l e v e l s t h a t a customer has agreed t o go down t o i s a c t u a l l y 

290 megawatts. Then when you take i n t o account you do not 

need t o supply reserves on t h a t l e v e l , i t t r a n s l a t e s i n t o an 

equivalent capacity number of 345 megawatts. That's the 

number you see there. 

Q. Am I not c o r r e c t t h a t the i n t e r r u p t i b l e load 

a c t u a l l y increases the reserve at the time of peak? 

A. To the extent we would ask the customers t o go 
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1 down t o f i r m l e v e l s , yes, s i r . 

2 Q. Now, i n the next column you show the reserves at 

3 the time of peak by combining PP&L's owned and leased 

4 capacity w i t h the i n t e r r u p t i b l e load; correct? 

A. Yes, s i r . 

6 Q. Looking at the reserve percentages f o r the 

i n t e r r u p t i b l e load adjustment, we see a range of reserve 

margins from a low of 14.2 percent t o a high of 19.6 

percent; correct? 

A. Yes. 

Q. You would agree t h a t the 19.6 percent reserve 

margin, the company has 19.6 percent greater reserve than 

i t s w i n t e r peak load f o r e c a s t ; correct? 

A. Yes, t a k i n g i n t o account the f a c t t h a t you 

wouldn't be supplying some of t h a t load because some of 

those resources are the i n t e r r u p t i b l e customers. But the 

percentage i s c a l c u l a t e d on the basis of f u l l supply to 

those customers, 

Q. Let me r e f e r you t o page 11, l i n e s 20 through 

30, of your testimony. 

Do you have that? 

A. Yes, I do. 

Q. I s i t my understanding t h a t i t i s your testimony 

t h a t the most appropriate basis f o r assessing PP&L's reserve 

margins i n t h i s r a t e proceeding i s t o only r e f l e c t the 
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company's owned and leased capacity and the i n t e r r u p t i b l e 

load? 

A. Yes, i t i s . 

4 Q. So when we examine E x h i b i t JFS-l, i t i s your 

5 b e l i e f t h a t the reserves a t the time of peak w i t h 

Q i n t e r r u p t i b l e load included i s a s u f f i c i e n t reserve margin 

t o meet your customers' r e l i a b i l i t y needs? 

A. Yes, s i r . Those are our a c t u a l reserve margins. 

Q. Pardon? 

A. Those are our ac t u a l reserve margins over the 

f o r e c a s t load. 

Q. So i t ' s your testimony t h a t any generating 

resources above the reserves at the time of peak w i t h the 

i n t e r r u p t i b l e load would be excess capacity i n PP&L's 

opinion? 

A. Mo, I wouldn't agree w i t h t h a t a s s e r t i o n . I 

t h i n k there's several reasons, some of which we discussed i n 

d i r e c t testimony, why i t might be appropriate t o have 

reserves above the minimum l e v e l r e q u i r e d f o r r e l i a b l e 

operation i n PJM. 

Q. Let me r e f e r you now t o your E x h i b i t JFS-1, the 

column t i t l e d "NUG," N-U-G. You would agree, would you not, 

t h a t the NUG generation i s projected t o be 474 megawatts 

from the w i n t e r of '95-'96 through the year 2003? 

A. Yes, s i r . A c t u a l l y , from June '95 u n t i l the 
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year 2003 we p r o j e c t 474 megawatts. 

Q. So i f NUG power were considered by the company 

to be a l e g i t i m a t e reserve a t the time of peak, the company 

would have a t l e a s t 474 megawatts of excess capacity, would 

i t not? 

A. I wouldn't c h a r a c t e r i s e i t as excess capacity. 

We would have an a d d i t i o n a l 474 megawatts a v a i l a b l e . 

Q. Let me r e f e r you t o your response t o OTS-RB-52, 

p a r t b ) . Let me know when you have i t before you. 

A. I have i t . 

Q. Am I not c o r r e c t t h a t your x-esponse i n essence 

suggests t h a t most of the n o n - u t i l i t y generation i n PP&L's 

service t e r r i t o r y has achieved a l e v e l of r e l i a b i l i t y t h a t 

p a r a l l e l s u t i l i t y generation? Correct? 

A. As measured by the capacity f a c t o r , yes. 

Q. As you have i d e n t i f i e d i n your d i r e c t testimony 

on page 12, f e d e r a l law required t h a t the company purchase 

NUG power t o s a t i s f y the c o n d i t i o n s and p r o v i s i o n s under 

Section 210 of the Public U t i l i t y Regulatory P o l i c y Act of 

1978; correct? 

A. Yes. 

Q. Does the NUG generation t h a t you were r e f e r r i n g 

t o i n p a r t b) of OTS-RB-52 s a t i s f y Section 210 of the Public 

U t i l i t y Regulatory P o l i c y Act of 1978? 

A. Yes, i t does i n my understanding. 
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Q. I t h i n k we d i d agree e a r l i e r or you t e s t i f i e d 

e a r l i e r t h a t PP&L does not consider NUG generation i n i t s 

net resources a t the time of peak; i s t h a t a c o r r e c t 

statement? 

A. What I t h i n k we were suggesting was t h a t f o r 

purposes of a r a t e case, the appropriate c a l c u l a t i o n of 

reserve would be excluding NUGs since we had no c o n t r o l over 

the a d d i t i o n of NUGs t o our resources. I would suggest 

t h a t --

JUDGE TURNER: Would you answer h i s question yes or 

no, please? 

THE WITNESS: Okay. I guess then I need t o have i t 

repeated since I was probably o f f wandering. 

BY MR. SIMMS: 

Q. I t h i n k we agreed e a r l i e r or at l e a s t you 

t e s t i f i e d e a r l i e r t h a t the company does not consider NUG 

generation i n i t s net resources a t the time of peak; i s t h a t 

correct? 

A. No. I ' l l say, no, we d i d not i n d i c a t e -- we 

don't consider i t as a resource at the time of peak. We do 

use i t i n meeting our peak and i n s t a l l e d capacity 

o b l i g a t i o n . I t allows us t o make a d d i t i o n a l capacity c r e d i t 

sales and increase revenues t o the company, which are flowed 

through t o customers. We wei'e suggesting t h a t i t was not 

appropriate t o include NUG i n the reserve c a l c u l a t i o n f o r 
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purposes of t h i s r a t e proceeding. 

Q. Why i s that? 

A. Well, one of the elements of a r a t e proceeding 

i s t o look a t whether what capacity we've b u i l t i s 

appropriate and prudent and used and u s e f u l . I don't know 

why you would consider capacity t h a t we purchased a f t e r our 

l a s t u n i t s t h a t we b u i l t i n making t h a t determination. 

Q. The l a s t capacity a d d i t i o n made by PP&L was 

Susquehanna Nuclear Unit 2, was i t not? 

A. Yes. Can I c l a r i f y j u s t a second? We do some 

mo d i f i c a t i o n s of capacity along the way. I understand your 

question as a capacity a d d i t i o n t o be the b u i l d i n g of a u n i t 

t h a t adds t o our capacity as opposed t o something l i k e an 

upgrade p r o j e c t t h a t increases capacity a v a i l a b l e t o us. 

W. That's r i g h t . 

A. So i n t h a t case the answer i s yes. 

Q. To the best of your knowledge, do you know, 

while PP&L was planning Susquehanna Units 1 and 2, was the 

company aware of any NUG construction? 

A. C e r t a i n l y not when we undertook c o n s t r u c t i o n . 

That was a long lead-time p r o j e c t . We were t a l k i n g about 

Susquehanna when I s t a r t e d w i t h PP&L back i n 1970. I know I 

had no idea of n o n - u t i l i t y generation coming along. I guess 

my paradigm was a l i t t l e b i t d i f f e r e n t . I suspect t h a t was 

t r u e of most people, although I can't speak f o r everybody 
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else. 

Q. Now, as you i n d i c a t e d I t h i n k i n your response, 

the NUG d a i l y capacity f a c t o r f o r the most recent peak day 

was 79.3 percent. Do you r e c a l l that? 

A- I don't r e c a l l the exact number, but t h a t sounds 

about r i g h t . 

Q. How did the company's generating u n i t s compare 

t o t h a t number? 

A. Let me see i f I can f i n d a c i t e . 

(Witness perusing document.) 

A. I .can't f i n d the source of t h a t r i g h t now. 

Q. I t h i n k i t was RE-61. 

JUDGE TURNER.: I s i t p a r t of the cross-examination 

e x h i b i t ? 

MR. SIMMS: No, i t 1 s not. 

BY MR. SIMMS: 

Q. I said RB-61. I don't know i f t h a t ' s -- are you 

loo k i n g f o r the document t o compare the company's generating 

units? 

A. I was lo o k i n g f o r OTS-RB-61. 

JUDGE TURNER: Let's go o f f the record. 

(Discussion o f f the record.) 

JUDGE TURNER: Let's go back on the record. 

You have a question pending? 
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BY MR. SIMMS: 

Q. Yes, I have a question pending: how d i d the 

3 company's generating u n i t s compare t o the 79.3 percent 

capacity f a c t o r f o r NUGs? And your answer? 

A. I don't have t h a t data a v a i l a b l e , although I 

guess I would, ask, i f i t ' s possible, ask the purpose of the 

question, because i f you look a t capacity f a c t o r s , what 

t h a t ' s going t o t e l l you i s what they ran at the time of the 

peak, which i s a combination of r e l i a b i l i t y and economy. 

Now, w i t h n o n - u t i l i t y generation they're almost the same, 

because n o n - u t i l i t y generation i s e s s e n t i a l l y must run; i f 

i t ' s a v a i l a b l e i t runs. With RP&L generation, i f combustion 

t u r b i n e s aren't r e q u i r e d , we don't run s i x combustion 

t u r b i n e s t o supply load. So g i v i n g you a capacity f a c t o r 

I don't know what your purpose i s , but g i v i n g you a capacity 

f a c t o r t o look a t r e l i a b i l i t y i s n ' t probably the appropriate 

element t o look at. 

JUDGE TURNER: Nonetheless, you could provide 

i n f o r m a t i o n , and perhaps o f f the record a data request could 

be fashioned t h a t would s a t i s f y you. 

MR. SIMMS: Yes. We'll make an on-the-record data 

request, and we w i l l speak t o you o f f the witness stand and 

t r y t o do t h a t i n f o r m a l l y , i f possible. 

THE WITNESS: Okay. Thank you. 

JUDGE TURNER: I s the on-the-record data request 
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c l e a r a t t h i s p o i n t , or are you going t o make i t c l e a r o f f 

the record? 

MR. GADSDEN: I t ' s not c l e a r t o me because there was 

no time frame given. I f we're t a l k i n g about a peak day, 

then t h a t ' s one t h i n g , i f we're t a l k i n g about over an annual 

period, then t h a t ' s something else. But I'm sure we can 

square t h i s away w i t h Mr. Simms o f f the record. 

MR. SIMMS: Yes. 

JUDGE TURNER: Okay. Fine. Let's move on then. 

BY MR, SIMMS: 

Q. Let's r e f e r you back now t o your E x h i b i t JFS-1. 

You would agree w i t h me, would you not, t h a t i f NUG power 

was included i n the resources at the time of peak, t h a t the 

reserve margins range from a low of 21 percent t o a high of 

26 percent; correct? 

A. Yes, s i r . 

Q. Your next column on E x h i b i t JFS-1 shows capacity 

c r e d i t sales t o other PJM u t i l i t i e s ; c o r rect? 

A. Yes. 

Q. Would you agree t h a t capacity sales t o other PJM 

u t i l i t i e s i s d i f f e r e n t from f i r m capacity sales t o other 

u t i l i t i e s t h a t we discussed e a r l i e r t h a t you have l i s t e d i n 

the f o u r t h column on t h i s sheet? 

A. Yes. 

Q. Would you agree t h a t capacity c r e d i t sales t o 
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other PJM u t i l i t i e s i s a t r a n s a c t i o n where an i n s t a l l e d 

capacity d e f i c i e n t PJM member u t i l i t y can purchase the r i g h t 

t o c laim a p o r t i o n of the i n s t a l l e d capacity of a PJM member 

u t i l i t y t h a t has s u f f i c i e n t capacity reserves i n order t o 

meet i t s capacity o b l i g a t i o n under the PJM agreement? 

A. Yes. 

Q. A capacity c r e d i t sale i s n e i t h e r energy or 

capacity involved; i s n ' t t h a t correct? 

A. Yes. I t doesn't i n v o l v e energy. I t does 

i n v o l v e capacity f o r the purposes of i n s t a l l e d capacity 

accounting. For no other purpose. 

JUDGE TURNER: So your answer i s yes? 

THE WITNESS: As I understood the question, i t ' s a 

yes and no, I guess. 

JUDGE TURNER: I t sounded c o n t r a d i c t o r y t o me. 

That's the only reason I asked. 

BY MR. SIMMS: 

Q. Maybe t h i s question here w i l l c l a r i f y . I n 

essence, a capacity c r e d i t sale i s a paper t r a n s a c t i o n , i s 

i t not? 

A. I t ' s an i n s t a l l e d capacity accounting 

t r a n s a c t i o n , so i t i s a paper t r a n s a c t i o n . We don't give 

anybody ownership r i g h t s t o our capacity. So I guess t h a t ' s 

a no. 

Q. Would you agree t h a t a capacity sale c r e d i t i s 
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labeled as a penalty payment from a capacity d e f i c i e n t PJM 

member t o a capacity excess PJM member? 

A. Yes. I guess as PJM i n s t a l l e d capacity 

accounting defines a short company and a long company, I 

would agree. 

Q. I s i t your p o s i t i o n t h a t capacity c r e d i t sales 

should not be included i n the c a l c u l a t i o n of reserves at the 

time of peak? 

A. I guess i t would depend on what purpose you were 

making t h a t c a l c u l a t i o n f o r . Obviously, i f you were t r y i n g 

t o c a l c u l a t e i t f o r purposes of PJM i n s t a l l e d capacity 

o b l i g a t i o n , you would need t o r e f l e c t those capacity c r e d i t 

sales. I f you're l o o k i n g a t i t f o r your s u f f i c i e n c y t o meet 

load, I would not. 

MR. SIMMS: Your Honor, might I approach the witness? 

JUDGE TURNER: C e r t a i n l y . Consult w i t h h i s counsel 

f i r s t . 

(Pause.) 

BY MR. SIMMS: 

Q. I recognise t h a t t h i s i s not your response t o an 

OTS i n t e r r o g a t o r y . Did you have an op p o r t u n i t y t o u t i l i z e 

those numbers i n your c a l c u l a t i o n of your E x h i b i t JFS-1? 

(Document shown t o witness.) 

JUDGE TURNER: Could we i d e n t i f y what you have shown 

him? 
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MR. SIMMS: I'm showing him the company's response t o 

OTS-RB-26D t h a t was responded t o by Mr. Kleha. 

BY MR. SIMMS: 

Q. I f you don't r e c a l l , j u s t say you don't r e c a l l 

and I can ask Mr. Kleha. 

JUDGE TURNER: You're simply asking i f he used those 

numbers i n c a l c u l a t i o n s f o r one of h i s responses? 

MR. SIMMS: Yes. In c a l c u l a t i o n s f o r h i s JFS-1. 

THE WITNESS: These numbers r e f l e c t d o l l a r s and 

revenues, and the numbers i n JFS-1 are megawatts, so I 

di d n ' t use these numbers at a l l i n JFS-1. They're not 

r e a l l y r e l e v a n t . We're lo o k i n g a t megawatts r a t h e r than 

d o l l a r s . 

JUDGE TURNER: You're saying there i s no connection 

between them? 

THE WITNESS: Well, there would be a connection 

because the capacity c r e d i t sales r e s u l t i n revenues t h a t 

probably r e s u l t i n the number you see on t h i s sheet. I t 

r e a l l y doesn't have anything t o do w i t h what I was doing i n 

JFS-1. 

JUDGE TURNER: Would you be able t o tr a c e them from 

one t o the other? 

THE WITNESS: You should be able t o look at the 

megawatts of capacity c r e d i t sales and u l t i m a t e l y the 

associated revenue. 
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JUDGE TURNER: And f i n d where they appear on there? 

THE WITNESS: No, you wouldn't be able t o f i n d where 

they appear on there. 

JUDGE TURNER: Okay. Thank you. 

Mr. Simms, pardon the i n t e r r u p t i o n . 

BY MR. SIMMS: 

Q. So I can understand your answer c l e a r l y , are you 

suggesting t h a t capacity c r e d i t sales t o other PJM u t i l i t i e s 

i s not the same as the off-system sales r e f e r r e d t o i n 

OTS-RB-26? 

A. I t ' s one p a r t of those sales. I t ' s not the 

same, no. 

Q. Let me now r e f e r you t o your response t o 

OTS-RB-57, Attachment 3. 

Do you have t h a t before you? 

A. I have t h a t response. 

Q. I f I took the t o t a l l i s t e d i n t h i s attachment of 

approximately 3.5 m i l l i o n megawatts -- do you see t h a t t o t a l 

down th e r e , 3.5? 

A. Yes, I do. 

Q. -- and d i v i d e d t h a t by the approximate 8,760 

hours per year, would I be c o r r e c t i n saying t h a t the 

pro j e c t e d f u t u r e t e s t year forced outages are 405 megawatts? 

A. You would not be c o r r e c t i n saying t h a t i t was 

the forced megawatts. What you would have done I t h i n k i s 
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1 t r a n s l a t e the unserved energy i n t o an average unserved 
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energy i n an hour as a r e s u l t of forced outages. 

Q. So you're saying t h a t i f I d i v i d e the t o t a l by 

the number of hours i n a year, I w i l l not derive the 

pro j e c t e d megawatts of forced outages? 

A. I'm t r y i n g t o remember i f we d i d t h i s ~~ I guess 

t h i s could have been a s t r a i g h t way of doing t h a t , but l o s t 

generation a c t u a l l y v a r i e s from t h a t . Okay. I guess the 

way we d i d t h i s , i t would approximate the average forced, 

outages megawatts. The l o s t generation could vary because 

capacity may not have been c a l l e d on t o run i n a given hour. 

So I guess what the v a r i a t i o n i s , i s the number here r a t h e r 

than the average forced outage megawatts. So yes, your 405 

i s an. approximation of the average forced outage megawatts. 

Q. Four-oh-five? 

A. Assuming your d i v i s i o n was c o r r e c t . I d i d n ' t do 

i t . 

JUDGE TURNER: The number was 405 or 45? 

MR. SIMMS: Four-oh-five. 

BY MR. SIMMS: 

Q. I n your testimony you t e s t i f y t h a t the reserve 

margin should be looked a t as a range, do you not? 

A. Yes, s i r . 

Q. I f PJM requires a minimum reserve margin of 12 

percent, and PP&L uses the megawatts associated w i t h the 12 

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 



232 

1 percent during a win t e r peak, i s n ' t i t t r u e t h a t PP&L could 
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and should be able t o r e l y on PJM f o r any resources needed 

a f t e r the 12 percent? 

A. Yes. One of the b e n e f i t s of being a member of 

PJM i s t o get the b e n e f i t s of d i v e r s i t y where your forced 

outages might occur a t a time t h a t t h e i r ' s d i d n ' t , but there 

s t i l l are a l o t of reasons why you would want t o go above 12 

percent. That's a minimum l e v e l t h a t we w i l l have 

JUDGE TURNER: Excuse me. Your answer t o t h a t 

question i s yes? 

THE WITNESS: Yes. 

BY MR. SIMMS: 

Q. Does the b e n e f i t of PP&L being the only PJM 

member t h a t peaks duri n g the wi n t e r time reduce the upper 

l i m i t of the company's reserve margin range? 

A, Yes. The b e n e f i t of w e l l , i t reduces the 

base number i t s e l f . The f a c t t h a t we're a winter peaking 

company, the d i v e r s i t y t h a t we get by being a win t e r peaking 

company i n a summer peaking pool i s a p a r t of the reason our 

reserve requirement i s 12 percent as opposed t o 22 percent, 

which i s the ac t u a l PJM reserve requirement number. So I 

guess I wouldn't suggest i t reduces the upper l i m i t of the 

range. I t ' s one of the f a c t o r s t h a t you come up w i t h 12 

percent i n the f i r s t place, which i s the lower l i m i t i n the 

range. 
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Q. And the f a c t t h a t PP&L i s the only w i n t e r peak 

company reduces the range i t s e l f , does i t not? 

A. I t reduces the minimum number i n the range. 

I t ' s a reason f o r 12 percent as opposed t o 22. I n f a c t , I 

would suggest t h a t maybe win t e r d i v e r s i t y i s one reason why 

we would want t o have beyond 12 percent. The number i s that-

low now because we're a win t e r peaking company i n a summer 

peaking pool, but f o r one t h i n g , w i t h the competition --

JUDGE TURNER: Excuse me. Could we go o f f the record 

f o r a minute? 

(Discussion o f f the record.) 

JUDGE TURNER: Back on the record. 

BY MR. SIMMS: 

Q. I know there's a minimum range of 12 percent. 

Is there not an upper range? 

A. I have a l i t t l e d i f f i c u l t y p u t t i n g an upper 

l i m i t on a range. We t a l k e d about some f a c t o r s t h a t would 

cause you t o want t o i n s t a l l more than 12 percent, and I can 

discuss those i f you wish. 

Q. E a r l i e r i n your testimony you had made reference 

t o l a s t winter, I be l i e v e . 

A. Yes, s i r . 

Q. Are you the best witness t o discuss the r o l l i n g 

brownouts t h a t occurred l a s t January 18 and 19 of 1994? 

A. I was manager of system operating a t t h a t time, 
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so yes, I guess, of the people we have here. 

Q. To the best of your knowledge, which day d i d 

PP&L incur the r o l l i n g brownouts? 

A. January 19, a Wednesday. 

Q. Would I be c o r r e c t t h a t the temperatures 

recorded dur i n g those days, January 18 and 19, were the 

coldest temperatures recorded i n a hundred years? 

A. Yes, t o my r e c o l l e c t i o n . 

Q. So you would agree, would you not, t h a t the 

temperature and weather conditions were abnormal? 

A. Yes, s i r . 

Q. Do you r e c a l l which generating u n i t s were out 

during t h i s time? 

A. I don't r e c a l l a l l of them. I know there were a 

l o t a l l over PJM. As I said, a t one p o i n t there were 21,000 

megawatts out between planned and forced outages. 

JUDGE TURNER: I n the PJM pool? 

THE WITNESS: I n the pool, yes. 

BY MR. SIMMS: 

Q. Am I c o r r e c t t h a t Susquehanna 1 and 2 were out 

because of mechanical d i f f i c u l t y w i t h a rod crane? 

A. No, s i r . My r e c o l l e c t i o n i s t h a t the one u n i t 

t h a t was on an extended maintenance outage was out on the 

19th, but the other u n i t was a v a i l a b l e on the 19th, i t i s my 

r e c o l l e c t i o n . 
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Q. Let me r e f e r you t o Attachment 1-B~2b, page 16 

of 33. Do you have that? 

MR. GADSDEN: Attachment t o what? 

JUDGE TURNER: Are you r e f e r r i n g t o your cross-

examination e x h i b i t ? 

MR. SIMMS: No, i t ' s not a cross-examination e x h i b i t . 

I t ' s Mr. --

JUDGE TURNER: Let's go o f f the record f o r a minute. 

(Discussion o f f the record.) 

JUDGE TURNER: Let's go back on the record. 

Mr. Simms has r e f e r r e d you t o PP&L-l, Volume I , and 

then I need help a f t e r t h a t w i t h the page number. 

THE WITNESS: I t looks l i k e i t ' s page 16 of 33. 

MR. GADSDEN: i t ' s Attachment l-B-2b, page 16 of 33. 

JUDGE TURNER: Okay. And the witness has i t ? 

THE WITNESS: Yes, I do. 

JUDGE TURNER: Do you have a question pending? 

MR. SIMMS: Yes, I do. 

JUDGE TURNER: Do you remember the question? 

MR. SIMMS: No. I d i d n ' t phrase i t yet. 

BY MR. SIMMS: 

Q. Let me r e f e r you t o the schedule captioned 

"Refueling Susquehanna No. 1." Do you see that? 

A. Yes, I do. 

Q. Now, the s t a r t date f o r r e f u e l i n g was September 
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25, 1993; correct? 

A. Yes, s i r . 

3 Q. And the r e f u e l i n g l a s t e d u n t i l mid January; 

4 correct? 

5 A. Yes, i t d i d . This i s the u n i t I r e c a l l being 

out d u r i n g the emergency. 

Q. Now, you would agree, would you not, t h a t more 

a c t i o n occurred at t h i s scheduled outage other than 

r e f u e l i n g ; correct? 

A. Yes, s i r . I'm not i n t i m a t e l y f a m i l i a r w i t h the 

p a r t i c u l a r s , but t h a t was our worst r e f u e l i n g outage by f a r , 

Q. I n f a c t , one of the problems was the j e t pump 

beam brackets; do you r e c a l l that? 

A. I r e c a l l there was discussion about the need t o 

replace some j e t pump beams, but again, I'm not too f a m i l i a r 

w i t h the nuclear p l a n t or i t s operation. 

Q. Would you also agree t h a t the problems 

associated w i t h the r e f u e l i n g mast and the j e t pump beam 

brackets extended the outage time of the r e f u e l i n g ? 

A. Yes, they d i d , t o my r e c o l l e c t i o n . 

Q. So you would agree t h a t a normal r e f u e l i n g would 

have been completed by the f i r s t of December; correct? 

A. I don't know. I guess. 

Q. I s the r e anyone i n the company you can i d e n t i f y 

t o ask t h a t question? 

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 



237 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

JUDGE TURNER: Let's go o f f the record while you 

check t h a t . 

(Discussion o f f the record.) 

JUDGE TURNER: Let's go back on the record. 

Mr. Simms, do you have an on-the-record data request? 

MR. SIMMS: My on-the-record data request i s t o have 

the company provide a record i d e n t i f y i n g when a normal 

r e f u e l i n g of Susquehanna 1 would have been completed. 

JUDGE TURNER: And the company can provide that? 

MR. GADSDEN: Yes, we can. 

JUDGE TURNER: Within t e n days? 

MR, GADSDEN: Yes. 

JUDGE TURNER: Okay. 

(Pause.) 

JUDGE TURNER: Do you have other questions? 

MR. SIMMS: Yes, I do. 

BY MR. SIMMS: 

Q. Mr. S i p i c s , d i d you prepare the company's 

response t o OTS-RB-69? 

A. Yes, I d i d . 

JUDGE TURNER: I s t h a t i n OTS Cross-Examination 

E x h i b i t 3? 

MR. SIMMS: No, i t ' s not. I t ' s separate. 

MR. GADSDEN: I s t h i s going t o be 4? 

MR. SIMMS: Yes. 
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THE WITNESS: S i x t y - n i n e was prepared under my 

d i r e c t i o n . 

MR. SIMMS: Your Honor, I'm going t o ask t h a t the 

company's response t o t h a t i n t e r r o g a t o r y be marked f o r 

i d e n t i f i c a t i o n as OTS Cross-Examination E x h i b i t No. 4. May 

i t be so i d e n t i f i e d ? 

JUDGE TURNER: I have two remaining OTS Cross-

Examination E x h i b i t s . 

MR. SIMMS: Yes. 

JUDGE TURNER: Which one i s i t ? 

MR. SIMMS: I t ' s RB-69. 

JUDGE TURNER: Thank you. You d i d say t h a t before. 

That's No. 4, r i g h t ? 

MR. SIMMS: That's c o r r e c t . 

JUDGE TURNER: I t may be so marked. 

(Whereupon, the document was marked 

as OTS Cross-Examination E x h i b i t No 

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

BY MR, SIMMS: 

Q. Mr. S i p i c s , d i d you prepare the company's 

response t o OTS-RS-10D? 

MR. SIMMS: While the witness i s l o o k i n g f o r t h a t , 

Your Honor, and the p a r t i e s , t h i s document which I have 

handed t o the p a r t i e s i s an excerpt of the company's f u l l 

response t o t h a t i n t e r r o g a t o r y . I n speaking w i t h the 
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company, Mr. Gadsden i n d i c a t e d they had no problem w i t h us 

excerpting c e r t a i n schedules out of the documents so we 

would not have t o copy the e n t i r e document. 

JUDGE TURNER: And you want t h a t marked as No. 5? 

MR. SIMMS: Number 5, t h a t ' s c o r r e c t . 

JUDGE TURNER: Thank you f o r i d e n t i f y i n g t h a t i t ' s an 

excerpt, Mr. Simms. 

(Whereupon, the document, was marked 

as OTS 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 . ) 

THE WITNESS: I s t h a t i n t h i s packet? 

JUDGE TURNER: No; i t ' s a separate one. Do you not 

have i t ? 

THE WITNESS: I don't have the attachments t o t h a t 

response. 

JUDGE TURNER: Would you l i k e t o use mine? 

THE WITNESS: I would appreciate i t . Thank you, Your 

Honor. 

(Document handed t o witness.) 

JUDGE TURNER: Would you agree t h a t you prepared t h i s 

response? 

THE WITNESS: This i n t e r r o g a t o r y response, again, was 

prepared under my supervision. 

MR. SIMMS: May I approach the witness, Your Honor? 

JUDGE TURNER: C e r t a i n l y , but you should approach h i s 
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counsel. 

MR. SIMMS: Yes. I have already. 

JUDGE TURNER: 1 3 in sorry. Okay. 

BY MR. SIMMS: 

1 

2 

3 

4 

5 Q. Mr. S i p i c s , d i d you pz-epare the company's 

response t o OTS-RB-51? 

A. Again, t h a t was prepared under my supervision, 

yes. 

MR. SIMMS: Your Honor, t h i s response was presented 

t o OTS under the cover of p r o p r i e t a r y agreement between the 

O f f i c e of T r i a l S t a f f and the company. I would ask t h a t i t 

be afforded p r o p r i e t a r y p r o t e c t i o n by the Court. I would 

also r e l y upon the company t o i n d i c a t e which p a r t i e s who are 

present today can receive a copy of t h i s e x h i b i t , and 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 OTS Cross-

Examination E x h i b i t No. 6. May i t be so i d e n t i f i e d ? 

JUDGE TURNER: Are you saying t h a t the f u l l e x h i b i t 

should be admitted under seal? 

MR. SIMMS: That's c o r r e c t , Your Honor. 

JUDGE TURNER: And the testimony t h a t i s adduced, i f 

you use i t f o r cross-examination 

MR. SIMMS: I'm not going t o use i t I'm sorry. 

JUDGE TURNER: Go ahead. 

MR. SIMMS: I'm not going t o use i t f o r cross-

examination purposes. I t 1 s s u f f i c i e n t t o have the responses 
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1 t h a t Mr. Si p i c s has provided t o us. 

2 JUDGE TURNER: So no part of the t r a n s c r i p t has t o be 

sealed? 

MR. SIMMS: That's c o r r e c t . 

5 JUDGE TURNER: The company i s going t o i d e n t i f y what 

6 other p a r t i e s can receive i t ? 

MR. MacGREGOR: Yes, Your Honor. To date the O f f i c e 

of T r i a l S t a f f , the O f f i c e of Consumer Advocate and the PP&L 

I n d u s t r i a l Customer A l l i a n c e have signed p r o t e c t i v e 

agreements. 

JUDGE TURNER: That means t h a t those counsel who have 

received i t cannot show i t t o any other counsel i n the room 

but can show i t t o t h e i r expert witnesses; i s t h a t correct? 

MR. MacGREGOR: To the extent t h a t t h e i r experts have 

1 5 signed Appendix A t o the p r o t e c t i v e agreement, t h a t i s 

co r r e c t . 

JUDGE TURNER: A l l r i g h t . We're up t o OTS-6. 

MR. SIMMS: That's c o r r e c t . 

JUDGE TURNER: And a l l you're asking i s t h a t i t be 

marked and t h a t i t be sealed at t h i s point? 

MR. SIMMS: That's c o r r e c t . 

JUDGE TURNER: I t may be marked, and the court 

r e p o r t e r , when he submits the t r a n s c r i p t and the e x h i b i t s , 

should include these e x h i b i t s i n a sealed envelope and note 

t h a t i t ' s OTS Cross-Examination E x h i b i t No. 6 submitted 
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1 under a p r o p r i e t a r y agreement and t h a t i t i s under seal, and 

2 only those who signed the agreement may review i t , except 

3 f o r the Commissioners, I guess, and the Judge; i s t h a t 

4 correct? 

5 (Whereupon, the document, was marked 

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

6-PROPRIETARY f o r i d e n t i f i c a t i o n . ) 

MS. BRANDEIS: Your Honor? 

JUDGE TURNER: Yes, ma'am. Ms. Brandeis. 

MS. BRANDEIS: May I request of PP&L t h a t Bethlehem 

Steel be given a p r o p r i e t a r y agreement t o review so t h a t we 

may see t h i s e x h i b i t ? 

JUDGE TURNER: C e r t a i n l y . I would imagine they would 

be w i l l i n g t o t a l k t o you at a break or over lunch and 

nego t i a t e whether, i n f a c t , you and they can reach an 

agreement t o sign i t . 

Mr. McCormick, do you wish t o do likewise? 

MR. McCORMICK: Yes. I would l i k e t o have an 

opp o r t u n i t y t o look a t the p r o p r i e t a r y agreement and perhaps 

execute i t , i f possible. 

JUDGE TURNER: Fine. The company w i l l t a l k w i t h you 

and see i f t h a t can be worked out. 

MR. MacGREGOR: We w i l l consider i t and t a l k about i t 

over lunch. 

JUDGE TURNER: Fine. 
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Are the c o n f i d e n t i a l i t y arrangements t h a t I've put on 

the record about t h i s e x h i b i t s a t i s f a c t o r y t o the company 

and t o the p a r t i e s who have signed the agreement? 

MR. MacGREGOR: Yes, they're s a t i s f a c t o r y t o the 

company, Your Honor. 

MS. McCLOSKEY: Yes, Your Honor. 

JUDGE TURNER: Okay. Mr. Simms, w i l l you proceed? 

MR. SIMMS: With t h a t , Your Honor, I ask f o r the 

admission of OTS Cross-Examination E x h i b i t No. 3, No. 4, No. 

5 and No. 6 i n t o the record, and t h a t concludes my cross-

examination . 

JUDGE TURNER: So you have no questions on 4 and 5? 

MR. SIMMS: That's c o r r e c t , Your Honor. 

JUDGE TURNER: Does the company object? 

MR. GADSDEN: No. No o b j e c t i o n . 

JUDGE TURNER: They are admitted. 

(Whereupon, the documents marked as 

OTS Cross-Examination E x h i b i t s Nos. 

3 through 5 and 6-PROPRIETARY were 

received i n evidence.) 

JUDGE TURNER: Let's go o f f the record. 

(Discussion o f f the record.) 

JUDGE TURNER: Back on the record. 

I would l i k e t o note t h a t Mr. E r i c Epstein, who i s 

appearing pro se, has signed the appearance sheet. He was 
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not here when we began t h i s morning. I know t h a t he i s 

aware t h a t he w i l l accept the record as i t stands i n h i s 

absence. 

Also, I have been informed by Ms. McCloskey t h a t she 

w i l l be beginning cross-examination w i t h some questions on 

p r o p r i e t a r y m a t e r i a l ; she w i l l t r y t o keep her questions 

general enough so t h a t the t r a n s c r i p t does not have t o be 

sealed; and t h a t i f the company f e e l s t h a t she i s crossing 

the p r o p r i e t a r y l i n e , t h a t they w i l l r a i s e an o b j e c t i o n and 

w e ' l l see i f we can arrange t o have cross-examination a t a 

time when i t could be p r o p r i e t a r y . I p r e f e r not t o have t o 

cle a r the courtroom but t o do i t e i t h e r a t the end of our 

morning session or the beginning of the afternoon session. 

With t h a t caveat, do you want t o begin, Ms. 

McCloskey? 

MS. McCLOSKEY: Yes. Thank you, Your Honor. 

CROSS-EXAMINATION 

BY MS. McCLOSKEY: 

Q. Good morning, Mr. Sip i c s . My name i s Tanya 

McCloskey. I'm w i t h the O f f i c e of Consumer Advocate. 

A. Good morning. 

Q. I would l i k e t o begin by f o l l o w i n g up on a 

response t h a t you gave to Mr. Simms. I believe you 

i n d i c a t e d t o him t h a t as you understand i t , one of the 

determinations i n t h i s proceeding i s whether the capacity 
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1 t h a t the company has b u i l t i s used and use f u l i n service t o 

2 the ratepayers. 

3 A. Yes. 

4 Q. As I understand the company's claim, are you 

5 aware t h a t PP&L i s seeking t o include an e q u i t y r e t u r n on 

Susquehanna Unit 2 i n t h i s case? 

A. Yes, I am aware of t h a t . 

Q. And you are aware t h a t p r e v i o u s l y the Commission 

had denied t h a t e q u i t y r e t u r n i n the company's l a s t base 

r a t e case upon f i n d i n g t h a t the company had excess 

generating capacity? 

A. Yes, I am aware of t h a t . 

Q. Am I c o r r e c t then t h a t the purpose of your 

testimony i s i n support of the determination t h a t the 

capacity on PP&L's system i s used and us e f u l by showing t h a t 

PP&L has an adequate or a reasonable reserve margin? 

A. Yes. 

Q. When we're l o o k i n g at reserve margin, would you 

agree w i t h me t h a t t h a t ' s o f t e n r e f e r r e d t o i n Pennsylvania 

as the physical excess capacity determination? 

A. I guess. I don't know. 

Q. Are you f a m i l i a r w i t h the concept i n 

Pennsylvania of economic excess capacity? 

A. Generally, but I'm not f a m i l i a r w i t h the regs i n 

2 5 any s p e c i f i c i t y . 
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Q. You are f a m i l i a r w i t h examining capacity 

resources t o determine whether they produce net economic 

b e n e f i t s i n the t e s t year or a reasonable time t h e r e a f t e r i n 

Pennsylvania? 

A. Generally. 

Q. Are you sponsoring any evidence regarding the 

issue of economic excess capacity i n t h i s case? 

A. Not i n the d i r e c t testimony or these e x h i b i t s . 

I guess i n response t o some i n t e r r o g a t o r i e s . 

Q. And you have responded t o some i n t e r r o g a t o r i e s 

regarding t h a t issue; i s t h a t correct? 

A. Yes, I have. 

Q. As f a r as you know, has PP&L presented any other 

evidence or any other witness i n t h i s proceeding regarding 

the issue of economic excess capacity as i t r e l a t e s t o the 

Susquehanna Unit 2? 

A. I'm not aware of any. 

Q. Does PP&L conduct economic studies from time t o 

time concerning the Susquehanna nuclear plant? 

A. Yes, we do. 

Q. Are you gene r a l l y f a m i l i a r w i t h those studies? 

A. Generally, yes. 

Q. I n f a c t , i n response t o an OCA i n t e r r o g a t o r y I 

be l i e v e you provided us w i t h a number of those studies; i s 

t h a t c orrect? 
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1 A. Yes, I bel i e v e so. 

2 JUDGE TURNER: Are those studies p r o p r i e t a r y ? 

3 MS. McCLOSKEY: Yes. 

4 BY MS. McCLOSKEY: 

5 Q. Three of those studies t h a t you provided us w i t h 

6 were marked as p r o p r i e t a r y ; i s t h a t correct? 

A. I bel i e v e so. I'm t r y i n g t o f i n d the 

i n t e r r o g a t o r y number. 

Q. I V s Set V, No. 37. 

JUDGE TURNER: OCA Set V? 

MS. McCLOSKEY: OCA Set V, No. 37. 

JUDGE TURNER: And Mr. Si p i c s answered t h a t ? 

THE WITNESS: Yes, I d i d w e l l , among others. I t ' s 

designated "various," and I'm one of the various. 

BY MS. McCLOSKEY: 

Q. Am I c o r r e c t t h a t i n a t l e a s t one of these 

studies the company has examined or analyzed the cost 

e f f e c t i v e n e s s of Susquehanna by comparing i t s revenue 

requirement cost t o the market value of the e l e c t r i c power 

t h a t i t supplies? 

A. Yes, generally you're c o r r e c t . What I would 

l i k e t o q u a l i f y t h a t on i s t h a t the market value t h a t we 

used i n t h a t study was an estimate of what the world might 

be l i k e i f you had a f u l l y competitive generation market by 

the year 2000 and i t steps i n t o a f u l l y competitive 
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1 generation market between 1994 and 2000, so t h a t ' s obviously 

d i f f e r e n t than the world we're i n r i g h t now. But lo o k i n g 

i n t o a f u l l y competitive generation market, I would put a 

benchmark out there of what one estimate of market c l e a r i n g 

5 p r i c e might be. 

Q. I bel i e v e you assisted i n the preparation of 

what a market c l e a r i n g p r i c e might be as we step i n t o the 

year 2000? 

A. I am generally f a m i l i a r w i t h i t . 1 was not a 

d i r e c t p a r t i c i p a n t i n the studies, but people i n our group 

were. 

JUDGE TURNER: I n other words, you d i d not a s s i s t i n 

developing t h a t price? 

THE WITNESS: I was not personally, d i r e c t l y i n v o lved 

i n the production of t h a t number. 

BY MS. McCLOSKEY: 

Q. But you are f a m i l i a r w i t h t h a t number t h a t was 

produced? 

A. Yes. 

Q. Would you agree w i t h me t h a t the r e s u l t s of the 

study t h a t was performed showed t h a t the revenue requirement 

of Susquehanna would exceed the market value of the power 

supply which t h a t u n i t can be expected t o produce? 

A. Again, i f you q u a l i f y i t by suggesting t h a t t h a t 

benchmark number i s one estimate of one possible f u t u r e w i t h 
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a f u l l y competitive generation market, when you benchmark 

Susquehanna's c u r r e n t performance against t h a t , you get a 

lower l e v e l of revenues i n a f u l l y competitive market than 

you would i n a regulated marketplace, yes. 
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Q. And i n f a c t , are you aware of the amount of the 

2 net present value penalty t h a t was derived from t h a t study 

:i when you benchmark Susquehanna against --

4 A. I'm aware of the value of --

JUDGE TURNER: You can't both t a l k a t once. Let her 

fi f i n i s h her question. 

7 THE WITNESS: I'm sorry. 

8 BY MS. McCLOSKEY: 

9 Q. Are you aware of the net present value penalty 

10 t h a t r e s u l t s when you compare Susquehanna t o the market 

value as you had established i t f o r the study? 

12 A. Yes, I am. 

in Q. I s t h a t t o t a l number a p r o p r i e t a r y number or i s 

14 t h a t a number t h a t you can give us? 

MR. MacGREGOR: That i s a p r o p r i e t a r y number. Your 

Honor. We're happy t o have him di s c l o s e i t , but we would 

l i k e the t r a n s c r i p t sealed and the hearing room cleared at 

18 whatever p o i n t you want i t taken up. 

i<) MS. McCLOSKEY: Your Honor, my notes suggest t h a t 

20 t h a t might be the only number, and perhaps we could d i s c l o s e 

21 i t i n a p r o p r i e t a r y e x h i b i t r a t h e r than c l e a r the courtroom 

•>•> at t h i s p o i n t . 

2:i JUDGE TURNER: I do t h i n k i t would be good f o r the 

24 Commissioners t o have i t when they are reviewing the case so 

25 the Commissioners can have as much i n f o r m a t i o n as possible. 
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I f i t can be submitted i n a p r o p r i e t a r y e x h i b i t , I t h i n k 

2 t h a t would be s a t i s f a c t o r y . 

•'! MR. MacGREGOR: That's an e x c e l l e n t idea. Your Honor. 

4 JUDGE TURNER: Thank you, Ms. McCloskey. Go ahead. 

5 BY MS. McCLOSKEY: 

fi Q. Am I also c o r r e c t t h a t the study then i d e n t i f i e d 

7 the number of actions or i n i t i a t i v e s t h a t the company could 

8 pursue t o attempt t o m i t i g a t e t h a t penalty? 

f) A. Yes, you' re r i g h t . 

10 Q. Has the company committed at t h i s time t o 

pursuing those i n i t i a t i v e s i d e n t i f i e d i n the study? 

12 A. I don't know how t o ch a r a c t e r i z e "committed." I 

I.i mean, we' re looking a t the p o s s i b i l i t y of doing a number of 

M the th i n g s mentioned i n there. I'm not i n the nuclear 

department. My primary r o l e there was t o provide them w i t h 

t h i s benchmark number t o -- a number t o benchmark themselves 

against and then the nuclear department determine what kind 

[8 of i n i t i a t i v e s they might take. 

19 JUDGE TURNER: So would the best, c o r r e c t answer be 

20 t o your knowledge they have not committed t o t h a t , but they 

21 are s t i l l considering them p o s i t i v e l y ? 

THE WITNESS: That's t o the best of my knowledge, 

2:t yes. 

2-1 BY MS. McCLOSKEY: 

2f> Q. I f you know, Mr. Si p i c s , i s i t PP&L' s p o s i t i o n 
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t h a t i t s r e t a i l ratepayers should pay the f u l l revenue 

requirement costs of the Susquehanna p l a n t even i f i t 

compares unfavorably t o a l t e r n a t i v e power supplies or market 

prices? 

A. I would suggest yes. We made the investment on 

behalf of our customers. The p l a n t was b u i l t t o supply 

customers, and the c o r r e c t , I t h i n k , d e c i s i o n going forward 

i s whether i t i s s t i l l economic t o continue t o operate t h a t 

p l a n t r a t h e r than replace i t w i t h something else. 

I f there were more economic options going forward, I 

would suggest i t would not be appropriate f o r our customers 

t o pay f o r i t , but given where we are and the f a c t t h a t i t 

i s an economic o p t i o n going forward, I t h i n k i t i s 

appropriate. 

Q. And you're r e f e r r i n g t o i t as an economic op t i o n 

going forward, but t h a t i s not the r e s u l t of the study t h a t 

we have j u s t been discussing as matters stand now; i s t h a t 

c orrect? 

A. Well, I t h i n k when you make a dec i s i o n as t o 

whether t o continue operation of the p l a n t or not, you get 

i n t o a question of sunk costs and incremental costs going 

forward. An economic de c i s i o n t o go forward looks at what 

a d d i t i o n a l costs you'd i n c u r from t h i s time forward as 

opposed t o some other o p t i o n . 

I t h i n k what you saw i n t h a t study was a r e f l e c t i o n 
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of recovering the f i x e d cost investments made i n the past i n 

a d d i t i o n t o f u e l and O&M and incremental c a p i t a l from t h i s 

p o i n t forward, so-called sustenance costs. 

Q. So you're viewing i t purely as a matter of 

co n t i n u i n g operation of the p l a n t , and I t h i n k I was 

r e f e r r i n g t o a revenue requirement type of a n a l y s i s . That 1s 

where we are s o r t of missing each other. 

When you r e f e r t o the economics, you are look i n g at 

i t as a matter of whether or not the p l a n t should continue 

t o operate; i s t h a t correct? 

A. Yes. That's p r i m a r i l y what I discussed, but I'm 

not sure --

Q. I n your analysis of whether the p l a n t should 

continue t o operate, you're not nec e s s a r i l y l o o k i n g at 

recovery of the sunk costs; i s t h a t c orrect? 

A. You would not consider sunk costs i n the 

de c i s i o n t o continue t o operate the p l a n t , yes, t h a t would 

be my p o i n t . 

Q. Now, i n our discussion, we've been r e f e r r i n g t o 

market p r i c e s , and again, the response t o t h i s question may 

be considered p r o p r i e t a r y by the company and we can also put 

the exact number i n t o a p r o p r i e t a r y e x h i b i t i f we need i t t o 

be. But what i s PP&L's current p r o j e c t i o n of market p r i c e s 

t h a t i t i s using f o r planning purposes? 

A. I t i s a range. I don't know i f should I 
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JUDGE TURNER: He can't t e l l you what t o answer. You 

can j u s t say whether i t i s p r o p r i e t a r y or not. Then i f i t ' s 

•'i not p r o p r i e t a r y --

4 MR. MacGREGOR: May we go o f f the record a minute? 

5 JUDGE TURNER: Yes, we may. 

fi (Discussion o f f the record.) 

JUDGE TURNER: Back on the record. 

8 Counsel consulted w i t h the witness t o determine 

9 whether i n f a c t h i s answer would include p r o p r i e t a r y data. 

10 And your answer, Mr. MacGregor, i s ? 

MR. MacGREGOR: The witness i s f r e e t o answer. Your 

12 Honor. 

l.'t JUDGE TURNER: Go ahead. 

14 THE WITNESS: Would you repeat the question? 

15 BY MS. McCLOSKEY: 

ifi Q. The question was: what i s PP&L's c u r r e n t 

p r o j e c t i o n of market pr i c e s t h a t i t i s using f o r i t s 

18 planning purposes? 

19 JUDGE TURNER: Susquehanna or i n general? 

20 MS. McCLOSKEY: I n general. 

21 THE WITNESS: We're using one market p r i c e t o 

benchmark a l l of our pla n t s against and, again, i t i s 

2'A subj ect t o a move t o competition, and i t i s one estimate. 

24 There are a l o t of other estimates out there w i t h other 

2rt companies. 
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We're using -- i t s t a r t s a t around --

MR. GADSDEN: Just hold on a minute. I hate t o 

i n t e r r u p t the witness. That i n f o r m a t i o n has been provided 

i n an answer t o an i n t e r r o g a t o r y , and t h a t response was 

marked c o n f i d e n t i a l . 

JUDGE TURNER: So j u s t as he i s about t o t e l l us what 

t h i s p r i c e i s , you're saying t h a t i t ' s --

MR. MacGREGOR: No. We're j u s t t r y i n g t o give him 

the i n f o r m a t i o n , Your Honor. 

THE WITNESS: This i s what I r e c a l l , so i t ' s not a 

problem. 

JUDGE TURNER: Can you t e l l us what t h a t p r i c e i s ? 

THE WITNESS: Yes, I can. 

JUDGE TURNER: Can you s t a t e i t ? 

THE WITNESS: I t s t a r t s out i n 1995 at around 2.7 

cents a k i l o w a t t - h o u r , and i t escalates t o about 4 cents by 

the year 2000. 

JUDGE TURNER: Ms. McCloskey? 

BY MS. McCLOSKEY: 

Q. Thank you, Mr. S i p i c s . 

A. You're welcome. 

Q. Now, I believe we are done w i t h p r o p r i e t a r y 

questions, and I'd l i k e t o t u r n your a t t e n t i o n t o the JFS-1. 

JUDGE TURNER: Before we go on, who i s going t o 

submit the p r o p r i e t a r y e x h i b i t ? 
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MS. McCLOSKEY: I can discuss t h a t w i t h Mr. Gadsden 

o f f the record. I suspect i t would come i n , perhaps, as an 

:i OCA cross-examination e x h i b i t . 

'1 JUDGE TURNER: When do you intend t o admit i t ? 

5 MS. McCLOSKEY: Excuse me? 

fi JUDGE TURNER: When do you intend t o submit i t ? 

MS. McCLOSKEY: I can discuss how Mr. Gadsden wishes 

8 t o handle i t , but we can submit i t any time t h i s week. 

f) JUDGE TURNER: I t would be very good t o have i t t o 

10 t h i s court r e p o r t e r so t h a t he can submit i t w i t h the 

11 t r a n s c r i p t f o r today. 

12 MS. McCLOSKEY: Okay. C e r t a i n l y , we can do t h a t . 

Ki JUDGE TURNER: So can you arrange t h a t w i t h Mr. 

M Gadsden? 

If, MS. McCLOSKEY: Yes. 

Ki JUDGE TURNER: Thank you. Now we can move on. 

BY MS. McCLOSKEY: 

IS Q. Turning t o your E x h i b i t JFS-1 -- and I believe 

I!) you covered a number of these th i n g s w i t h Mr. Simms, so 

20 excuse me i f I do skip around a l i t t l e b i t -- i f you look at 

21 the column marked "NUG capacity," i t i s shown s t a r t i n g a t 

'>'> 504 megawatts and then dropping t o 474 megawatts. 

2;{ A. Yes. 

24 Q. What i s the cause of the drop? 

A. I n June of 1995, our c o n t r a c t t o purchase the 
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output of a 30 megawatt u n i t at Bethlehem Steel expires. 

Q. And do you a n t i c i p a t e t h a t the c o n t r a c t w i l l be 

renegotiated or renewed i n any manner? 

A. I n here, we're a n t i c i p a t i n g t h a t i t would not be 

and t h a t the c u r r e n t l e v e l of avoided cost would make i t --

the customer would be more i n t e r e s t e d i n using i t t o supply 

h i s own load. 

Q. So you're not a n t i c i p a t i n g t h a t t h a t u n i t w i l l 

n e c e s s a r i l y shut down, but t h a t i t w i l l not be a v a i l a b l e t o 

PP&L; i s t h a t correct? 

A. That's r i g h t . We are not a n t i c i p a t i n g t h a t i t 

would shut down. 

Q. I s the t o t a l of the 504 and then dropping t o the 

474 megawatts the amount t h a t i s recognized by PJM f o r 

determining whether PP&L i s meeting i t s PJM power pool 

capacity reserve o b l i g a t i o n ? 

A. Yes, i t i s . 

Q. And t h i s i s t r u e even though the c o n t r a c t s w i t h 

these NUGs have been termed energy-only c o n t r a c t s ; correct? 

A. Yes. The basis f o r the rates i n there i s energy 

only. We purchase output. 

Q. And would you agree w i t h me t h a t PP&L counts 

t h i s NUG capacity f o r i t s own resource planning purposes? 

A. Yes, we do. 

Q. And i n f a c t , PP&L r e f l e c t s the NUG capacity as 
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one element of the estimated resources t h a t PP&L would have 

2 a v a i l a b l e t o meet peak demands i n i t s annual resource 

•1 planning r e p o r t t h a t i t f i l e s w i t h the Commission; correct? 

'1 A. Yes, we do. 

Q. Now, am I also c o r r e c t t h a t PP&L does not need 

the NUG capacity t o support or serve i t s n a t i v e load 

customers? 

8 JUDGE TURNER: The NUG capacity as opposed t o the NUG 

9 energy? 

10 THE WITNESS: From what standpoint? 

BY MS. McCLOSKEY: 

12 Q- Yes. I n terms of the NUG capacity as opposed t o 

i:{ i t s energy, you do not r e q u i r e t h a t t o serve your n a t i v e 

M load customers; i s t h a t correct? 

15 A. We would not re q u i r e t h a t t o meet our minimum 

Ki i n s t a l l e d capacity o b l i g a t i o n of PJM most of the time. That 

17 v a r i e s over the years, though, so I'm not sure e x a c t l y how 

18 t o answer your question. 

19 Q. Do you r e c a l l t e s t i f y i n g i n PP&L's ECR 

20 proceeding at Docket Number M-00930406? 

21 A. I r e c a l l t e s t i f y i n g i n our ECR proceeding, yes, 

:•"'> l a s t year or the year before. 

2:i JUDGE TURNER: You accept the docket number subject 

24 t o check? 

v;, THE WITNESS: Yes. I guess t h a t ' s what I was t r y i n g 
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t o say. 

MS. McCLOSKEY: There were other docket numbers 

•i i n v o l v e d . I r e a l i z e t h a t . 

4 BY MS. McCLOSKEY: 

Q. And I asked you t h i s question i n t h a t 

fi proceeding. Let me show you the t r a n s c r i p t . Maybe t h a t 

7 w i l l r e f r e s h your memory. 

8 JUDGE TURNER: Show i t t o counsel, please. 

9 MS. McCLOSKEY: Sure. 

10 ( Pause. ) 

MR. KLEPPINGER: Counsel, could you i d e n t i f y the page 

12 number? 

13 BY MS. McCLOSKEY: 

M Q. I t i s page 121 of t h a t t r a n s c r i p t , and i t was 

15 e i t h e r myself or Mr. Kleppinger t h a t asked you the question. 

A. Yes. I r e c a l l t h a t statement; and i n f a c t , I 

guess i f I looked a t JFS-1 and the reserves a t the time of 

IS the peak w i t h i n t e r r u p t i b l e load, which i s the column before 

19 we add n o n - u t i l i t y generation, I see the minimum number i n 

20 t h a t time frame looks l i k e 14.2 percent, which would exceed 

21 the 12 percent minimum reserve requirement we have f o r PJM. 

So on t h a t basis, I would a f f i r m the answer I gave a year-

2:1 and-a-half ago. 

24 JUDGE TURNER: For c l a r i t y of the record, would you 

25 e i t h e r read the question and answer or submit a copy of the 

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



260 

page as a cross-examination e x h i b i t ? 

MS. McCLOSKEY: I t would be easier t o read the 

; l question. 

'1 JUDGE TURNER: And part of the answer. 

5 MS. McCLOSKEY: And the answer. I t i s a short 

6 question. There i s a b i t of a preface before the question 

was asked t h a t explains some confusion w i t h the p r i o r 

8 question. But the question was: 11 Am I c o r r e c t t h a t PP&L 

9 does not need the NUGs t o support or serve i t s n a t i v e load 

10 customers?" And the answer was: "Yes. That i s presuming 

NUGs are at the margin, I guess. You could say we can't 

12 meet i n t e r r u p t i b l e load I suppose j u s t as e a s i l y . " 

\'A That i s page 121 of the t r a n s c r i p t from November 30, 

14 1993 at Docket Number M-00930406, C0001 through C0003. 

15 JUDGE TURNER: Thank you. 

Ki BY MS. McCLOSKEY: 

Q. I belie v e , j u s t so we're c l e a r , you've a f f i r m e d 

IH t h a t answer as well? 

19 A. Yes, on the basis of the numbers t h a t we've 

20 provided i n JFS-1. 

Q. Let me ask you a b i t of a h y p o t h e t i c a l or an 

example then. I f , f o r example, the 504 megawatts of NUG 

2.'i capacity disappeared from PP&L's system, h y p o t h e t i c a l l y , 

24 PP&L planners would not need t o replace p a r t or a l l of the 

500 megawatts t o serve i t s n a t i v e load; i s t h a t c orrect? 
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A. H y p o t h e t i c a l l y , we c e r t a i n l y wouldn't go out and 

replace i t w i t h the same kind of capacity or energy. I 

don't know what exact e f f e c t t h a t would have on our l e a s t -

4 cost plan, whether we might add some peaking resources. 

5 Q. Under t h a t example, would I be c o r r e c t t h a t PJM 

fi would view PP&L's projected reserve margins as adequate f o r 

PJM purposes since they would remain i n the 12 t o 14 percent 

8 range shown on your E x h i b i t JFS-1? 

9 A. Yes, t h a t ' s r i g h t . 

10 Q. I'd l i k e t o look at the problem s l i g h t l y 

11 d i f f e r e n t l y and assume t h a t PP&L r e t a i n s the NUG capacity 

12 but instead decides t o r e t i r e 500 megawatts of i t s own 

!.'! generating capacity. 

M I n t h a t case, would PP&L's reserves be considered 

15 adequate by PJM? 

Ki A. We included the NUGs and r e t i r e d 504 of our own 

capacity? 

IS Q. Yes, t h a t ' s c o r r e c t . 

19 A. So we'd wind up w i t h the same percentages t h a t 

20 we show i n t h i s column, and the answer would be the same. 

21 Yes, PJM would see t h a t as s a t i s f a c t o r y . 

Q. And what about PP&L planners; would they see 

2.'i t h a t as s a t i s f a c t o r y ? 

2-1 A. For purposes of meeting our i n s t a l l e d capacity 

o b l i g a t i o n , yes. 
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Q. Now, I'd l i k e t o r e f e r you t o your testimony at 

page 13, l i n e s 9 through 13, where you i n d i c a t e t h a t PPSL's 

reserve margins should be assessed on the basis of i t s owned 

and leased generation, i n c l u d i n g i t s i n t e r r u p t i b l e load. 

Did you r e l y upon any s p e c i f i c Commission r e g u l a t i o n , 

s t a t u t e or precedent i n making t h a t statement? 

A. I wouldn't. 

Q. You are not r e l y i n g on PP&L p r a c t i c e s of 

r e l i a b i l i t y planning when you make t h a t recommendation; 

correct? 

A. I'm not sure what you mean by PP&L p r a c t i c e s of 

r e l i a b i l i t y planning. Could you e x p l a i n that? 

Q. Let me t r y and rephrase the question. I n other 

words, PP&L's own r e l i a b i l i t y planning does not r e q u i r e i t 

t o r e l y s o l e l y on i t s owned or leased generation? 

A. No. We would recognize whatever resources we 

had a v a i l a b l e t o us t o make best use of them, sure. 

Q. Now, looking back at JFS-1, the f a r column where 

we see the reserves i n the range of 20 t o 25 percent -- and 

I believe you responded t o Mr. Simms t h a t these reserve 

margins would make i t possible f o r the company t o make o f f -

system capacity sales. Do you r e c a l l t h a t testimony? 

A. Yes. 

Q. And I believe you also t o l d Mr. Simms t h a t i n 

making those capacity sales, i t could b e n e f i t both the 
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company and i t s ratepayers. Do you r e c a l l t h at? 

A. That's r i g h t . 

•'! Q. Now, has PP&L been attempting t o market t h i s 

'l capacity? 

A. We've been -- when you say " t h i s capacity," I 

fi mean we've been t r y i n g t o s e l l a l o t of bulk power products, 

7 whether i t i s capacity c r e d i t s or output r e s e r v a t i o n sales 

8 or sales of capacity and/or energy. 

!) Q. Could you b r i e f l y describe some of the company's 

10 e f f o r t s i n attempting t o market i t s bulk power? 

A. Well, we've responded t o some requests f o r 

12 proposals, a recent Jersey Central one, f o r example, f o r 

IM capacity and energy from 1997 t o 2004; and i n f a c t , we're on 

14 the short l i s t and we are i n n e g o t i a t i o n s on t h a t agreement. 

We've responded t o numerous requests f o r proposals outside 

of PJM also, sometimes unsuccessfully; mostly 

unsuccessfully, I guess. 

18 Q. Are you f a m i l i a r w i t h the Old Dominion E l e c t r i c 

19 Cooperative or ODEC? 

20 A. Yes. That was several years ago when they were 

21 lo o k i n g f o r supply outside of Delmarva. Yes, I'm f a m i l i a r 

w i t h t h a t . 

2:( Q. I n f a c t , i n 1992, d i d ODEC conduct a capacity 

24 s o l i c i t a t i o n f o r 150 megawatts of capacity? 

A. Yes, they d i d . 
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Q. Were u t i l i t i e s i n the region i n v i t e d t o 

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

A. Several were. I don't know a l l of the ones t h a t 

were. Yes. 

Q. Was PP&L i n v i t e d t o p a r t i c i p a t e ? 

A. Yes, we were. 

Q. And d i d PP&L submit a bid? 

A. No, we d i d not. We were at the stage where we 

weren't sure about what our proposal would be going forward. 

They were loo k i n g f o r a long-term deal, and we weren't sure 

about our f i r m transmission c a p a b i l i t i e s . I guess we d i d n ' t 

have a r e a l f i r m bulk power s t r a t e g y i n place at t h a t time, 

so we chose not t o submit a bid on t h a t RFP. 

Q. Are you aware t h a t the outcome of t h a t 

s o l i c i t a t i o n was a ten-year 150 megawatt c o n t r a c t awarded to 

Public Service E l e c t r i c and Gas Company? 

A. Yes, I am. 

Q. I n your opinion, does PP&L have lower costs t h a t 

Public Service E l e c t r i c and Gas Company? 

A. I guess i t depends how you defin e costs. 

C e r t a i n l y , our average embedded costs are lower than Public 

Service. When you are loo k i n g at these deals, I guess you 

could be looking at your marginal costs t o serve, and I 

bel i e v e we're s t i l l lower but not c e r t a i n l y by the same 

margin as against t h e i r embedded cost. 
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Q. I n 1993, d i d Baltimore Gas & E l e c t r i c issue a 

s o l i c i t a t i o n f o r 140 megawatts of capacity? 

A. Yes, they d i d . 

Q. And were u t i l i t i e s p e rmitted t o p a r t i c i p a t e i n 

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

A. Yes, they were. 

Q. Did PP&L submit a bid? 

A. I f i r e c a l l , we d i d i n t h a t one, but I'm not 

p o s i t i v e about t h a t , and we were unsuccessful. I know t h a t 

i s an i n t e r r o g a t o r y response, but I don't remember which 

one. 

Q. I believe i t might be your response t o OCA 

Set V, No. 60. 

MR. GADSDEN 

THE WITNESS 

MR. GADSDEN 

That's c o r r e c t . 

OCA Set V 

No. 60. 

BY MS. McCLOSKEY: 

Q. Do you have t h a t , Mr. Sipics? 

A. Yes, I do. Okay. That's r i g h t . That was the 

one t h a t was the long-term b i d . We've had so many 

s o l i c i t a t i o n s , I can't always remember. The long-term b i d 

we d i d not submit a b i d . Twenty-five years i s much longer 

than I'm w i l l i n g t o make a commitment f o r i n an era where 

the i n d u s t r y i s changing so q u i c k l y . 

Q. Do you know whether Baltimore Gas & E l e c t r i c 
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r e f u s e d t o c o n s i d e r any c o n t r a c t s h o r t e r t h a n t h e 25 years 

c o n t a i n e d i n t h e s o l i c i t a t i o n ? 

A. My u n d e r s t a n d i n g was t h a t t h e y wanted a 25-year 

b i d . 

Q. The w i n n i n g b i d d e r i n t h a t s o l i c i t a t i o n was PECO 

Energy; c o r r e c t ? 

A. I b e l i e v e so. 

Q. Are you f a m i l i a r w i t h PECO's c a p a c i t y r e s o u r c e 

s i t u a t i o n i n ge n e r a l ? 

A. I n g e n e r a l , yes. 

Q. Do you know whether PECO's excess g e n e r a t i n g 

c a p a c i t y s i t u a t i o n l a s t s u n t i l about 2010 under PECO1s 

c u r r e n t p r o j e c t i o n ? 

MR. GADSDEN: O b j e c t i o n , Your Honor. I don't know 

how he c o u l d p o s s i b l y answer t h a t q u e s t i o n . 

JUDGE TURNER: We l l , i f he can answer i t 

MR. GADSDEN: I t c a l l s f o r some d e f i n i t i o n o f what 

excess c a p a c i t y s i t u a t i o n i s . I f Ms. McCloskey wants t o 

g i v e Mr. S i p i c s a s p e c i f i c r e s e r v e margin f i g u r e and th e n 

ask him whether PECO s t a y s above t h a t f i g u r e u n t i l t h e year 

2010, t h a t ' s one t h i n g . There has t o be some d e f i n i t i o n t o 

i t . 

JUDGE TURNER: Excuse me. Can you answer t h e 

q u e s t i o n as asked? 

THE WITNESS: Not as asked f o r a co u p l e o f reasons. 
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JUDGE TURNER: Can you r e d e f i n e i t ? 

MS. McCLOSKEY: Yes, I can c e r t a i n l y r e d e f i n e i t . I 

asked him i f he was f a m i l i a r w i t h PECO's c a p a c i t y r e s o u r c e 

s i t u a t i o n , and he i n d i c a t e d he was. 

THE WITNESS: G e n e r a l l y , yes. 

BY MS. McCLOSKEY: 

Q. And do you know whether PECO pl a n s t o add any 

c a p a c i t y b e f o r e t h e year 2010 under i t s c u r r e n t p r o j e c t i o n s ? 

A. I'm not aware t h a t t h e y are, and I know t h e y 

have g r e a t e r r e s e r v e s t h a n we do. 

Q. I b e l i e v e you s t a t e d i n your t e s t i m o n y t h a t PP&L 

can add peaking c a p a c i t y t o i t s system f o r a p p r o x i m a t e l y 

$300.00 per k i l o w a t t . 

Would you agree w i t h me t h a t PP&L's r i s k s a s s o c i a t e d 

w i t h s u b m i t t i n g a l o n g - t e r m b i d such as B a l t i m o r e Gas & 

E l e c t r i c a re reduced by bein g a b l e t o add peaking c a p a c i t y 

a t a p p r o x i m a t e l y $300.00 per k i l o w a t t ? 

A. I t depends on whether a l l t h e y wanted was t h e 

c a p a c i t y . I f you want energy w i t h i t , I would n ' t p ut a 

peaking u n i t i n t o p r o v i d e t h a t energy. Then you'd have t o 

be a b l e t o count on t h e mar k e t p l a c e t o p r o v i d e energy t o 

supplement t h a t CT. I t reduces your r i s k t o an e x t e n t , b u t 

t o t h e e x t e n t t h e y ' r e l o o k i n g f o r f i r m c a p a c i t y and energy, 

n o t s u f f i c i e n t i n my mind. 

JUDGE TURNER: I'm s o r r y . I d i d n ' t hear t h e l a s t 
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words. Did you say "not s u f f i c i e n t i n my mind"? 

THE WITNESS: Yes. 

JUDGE TURNER: Thank you. 

THE WITNESS: I should have said s u f f i c i e n t l y . 

JUDGE TURNER: I'm sorry. Did I s t a t e i t 

i n c o r r e c t l y ? 

THE WITNESS: No. I d i d . I should have said 

" s u f f i c i e n t l y . " I don't want my high school grammar teacher 

g e t t i n g a f t e r me. 

BY MS. McCLOSKEY: 

Q. You had a discussion w i t h Mr. Simms regarding 

the PJM reserve margin, and I believe you i n d i c a t e d t o him 

t h a t t h a t i s only one f a c t o r i n determining PP&L's t a r g e t 

reserve margins. 

A. Yes. 

Q. I s t h a t a f a i r summary? 

A. Yes, i t i s . 

Q. Now, when PJM assigns a reserve margin t o a 

company such as PP&L, does PJM conduct a r e l i a b i l i t y 

a n a l y s i s or a ser i e s of analyses i n determining each member 

company's reserve o b l i g a t i o n ? 

A. You're t r y i n g t o t i e the r e l i a b i l i t y a nalysis t o 

the o b l i g a t i o n . There are two separate c a l c u l a t i o n s t h a t 

are done. The f i r s t one i s a r e l i a b i l i t y c a l c u l a t i o n t o 

e s t a b l i s h a forecast requirement f o r the PJM pool; and then 
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f o l l o w i n g the establishment of t h a t requirement, there i s an 

a l l o c a t i o n of t h a t requirement t o the member companies. So 

i t i s r e a l l y a two-step process. There i s a r e l i a b i l i t y 

a n a l y s i s done to e s t a b l i s h an o v e r a l l l e v e l , and then there 

i s an a l l o c a t i o n process t o a l l o c a t e t h a t l e v e l t o the 

company. 

Q. I f you could t u r n t o page 10 of your testimony 

beginning at l i n e s 23 through 29, and I believe i t c a r r i e s 

over on page 11, you discuss your concerns regarding PP&L's 

c o n t r o l over i t s NUG capacity and i t s i n t e r r u p t i b l e load. 

A. Yes. 

Q. Does PJM take i n t o account the r e l i a b i l i t y of 

the i n t e r r u p t i b l e load and the NUG capacity before i t gives 

PP&L capacity c r e d i t f o r those resources? 

A. I n a way, yes. What we do i s we look at the 

performance of i n t e r r u p t i b l e load from the pr o j e c t e d 

performance t o where i f they a c t u a l l y got down t o f i r m 

l e v e l . So there i s some r e c o g n i t i o n of t h a t . 

What we were r e f e r r i n g t o i n here was the f a c t t h a t 

those c o n t r a c t s are renewable annually. So i t ' s not l i k e I 

could say two years from now t h a t I can guarantee t h a t I'm 

going t o have t h i s a v a i l a b l e t o me, and the customer could 

decide t o get o f f of i t f o r whatever reason. 

So i t ' s not so much the f a c t t h a t they don 11 get down 

t o t h e i r f i r m . That i s recognized i n the r e l i a b i l i t y 
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c a l c u l a t i o n . 

Q. And do you disagree w i t h PJM's r e l i a b i l i t y 

a n a l y s i s as i t regards PP&L's NUG capacity or i n t e r r u p t i b l e 

load? 

A. Disagree i n what way? 

Q. Do you disagree at a l l w i t h t h e i r assessment of 

the r e l i a b i l i t y of PP&L's NUG capacity or i n t e r r u p t i b l e 

load? 

A. They allow us t o claim t h a t NUG capacity, so I 

guess they're not e x a c t l y assessing i t , and they use a 

forced outage r a t e t o get some idea of i t s value, and t h a t 

i s acceptable. We wouldn't be doing i t i f we d i d n ' t t h i n k 

i t was. 

And t h a t i s acceptable t o you then at t h i s Q. 

point? 

A. Yes. 

Q. Now, i s the p o s s i b i l i t y of extreme weather taken 

i n t o account by PJM when i t evaluates r e l i a b i l i t y ? 

A. To an extent. The forecast loads t h a t we use 

are e s s e n t i a l l y -- they are c a l l e d 50/50 loads, so there i s 

a 50 percent p r o b a b i l i t y t h a t the load i s greater than or 

less than t h a t , and there i s a d i s t r i b u t i o n around t h a t . So 

there i s a convolution of loads w i t h a v a i l a b l e resources. 

I have some d i f f i c u l t y w i t h assuming there are 

independent v a r i a b l e s , f o r example, so high loads wouldn't 
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nece s s a r i l y occur a t the time of a high forced outage. I 

t h i n k i f you look a t winter c o n d i t i o n s , f o r example, on 

January 19th, we had extremely high forced outages along 

w i t h high loads, and I t h i n k the cold weather c o n t r i b u t e d t o 

both. 

I mean, you had high forced outages of generating 

u n i t s because coal p i l e s were frozen, because o i l was 

congealed, because gas supplies were cut o f f , and you had 

high loads because customers were t u r n i n g up the heat and 

you l o s t d i v e r s i t y i n there. 

Our r e l i a b i l i t y c a l c u l a t i o n s aren't p e r f e c t . I n 

f a c t , i f I could j u s t add one more item, our r e l i a b i l i t y 

standard i s one day i n ten years, which means you should 

have one loss of load event i n ten years. A d e f i n i t i o n of a 

loss of load event i n PJM's terms i s a 5 percent voltage 

r e d u c t i o n . Since 1987, we've had seven 5 percent voltage 

reductions and one set of r o t a t i n g blackouts on two 

d i f f e r e n t occasions on January 19th. 

So I'm not so sure t h a t I -- you know, i f i t were my 

own personal d e c i s i o n as to what r e l i a b i l i t y l e v e l t o set on 

PJM, I wouldn't be s e t t i n g i t at 22 percent, but then I'm 

not the sole a r b i t e r on what t h a t l e v e l i s . 

JUDGE TURNER: I t h i n k i t was brownouts r a t h e r than 

blackouts or was i t blackouts? 

THE WITNESS: Well, we c a l l them r o t a t i n g blackouts. 
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A brownout i s a voltage reduction. You haven 11 a c t u a l l y 

dumped customers, but you've reduced the voltage t o them. 

JUDGE TURNER: That i s the d i s t i n c t i o n I was making. 

You're saying you dumped customers? 

THE WITNESS: On January 19th, yes. 

JUDGE TURNER: But I believe you also s t a t e d t o Mr. 

Simms t h a t you have t o look at t h a t i n a c o s t / b e n e f i t way. 

You don't necessarily have t o incur the cost t o avoid every 

worst case scenario. 

THE WITNESS: Oh, abso l u t e l y . I'm not suggesting we 

should have a reserve l e v e l t h a t would mean we would never 

i n t e r r u p t customers or have a voltage r e d u c t i o n , no. 

BY MS. McCLOSKEY: 

Q. Now, i f you could t u r n t o page 7 of your 

testimony beginning a t l i n e 17 where you're discussing 

r e l i a b i l i t y concerns and examples of why a u t i l i t y must 

maintain generating reserves, i n your opinion, does PJM take 

these concerns i n t o account when determining the reserves 

needed by the PJM power pool? 

A. Well, the so-called lumpiness c r i t e r i a , adding 

generation resources, you don't add i t megawatt by megawatt. 

They can't take t h a t i n t o account. They set a l e v e l and you 

have t o meet i t . The f a c t t h a t you can't meet i t e x a c t l y , 

t h a t you wind up at higher l e v e l , t h a t ' s not i n . 

Other items l i k e load shape and d u r a t i o n , they're 
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c e r t a i n l y recognized. 

Q. Excuse me a second. I t h i n k we might be on two 

d i f f e r e n t pages. I'm on page 7, l i n e 17. 

A. Oh. I was down f u r t h e r on 7. I'm sor r y . 

JUDGE TURNER: Do you want t o s t r i k e the answer then? 

MS. McCLOSKEY: A c t u a l l y , we're going t o get t o the 

lumpiness problem, so w e ' l l come back t o t h a t one. 

JUDGE TURNER: But you do want your o r i g i n a l question 

answered; r i g h t ? 

MS. McCLOSKEY: Yes. 

BY MS. McCLOSKEY: 

Q. My o r i g i n a l question i s : where you're 

discussing these concerns, i n your opinion, does PJM take 

these concerns i n t o account when determining the reserves 

needed by the PJM pool? 

A. Yes. There i s an attempt t o take these 

v a r i a b l e s i n t o account i n s e t t i n g PJM's reserve l e v e l . 

Q. And does PJM take these concerns i n t o account 

when i t i s assigning each member i t s reserve o b l i g a t i o n ? 

A. Generally, yes, they take i n t o account 

d i v e r s i t y , planned and unplanned outages. 

Q. Mr. S i p i c s , are you f a m i l i a r w i t h other PJM 

u t i l i t i e s ' planning practices? 

A. Not t o a great extent. 

Q. Do you know whether other PJM u t i l i t i e s plan t o 
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have reserve margins i n excess of the reserve margin 

o b l i g a t i o n assigned by PJM? 

3 A . I guess I don't know whether they plan t o . I 

'1 know most of them do have reserve l e v e l s g reater than t h e i r 

minimum requirement f o r PJM. 

Q. I s there a b e n e f i t t o PP&L of maintaining a 

reserve margin i n excess of t h a t assigned by PJM? 

8 A . I t h i n k there are several. For one, we've 

9 t a l k e d i n here l i k e the o b l i g a t i o n t h a t we t a l k e d about i s 

10 something t h a t i s cast i n stone and never can be changed. 

11 This o b l i g a t i o n we're using i n here i s set two years ahead 

12 of time, and we d i d n ' t want t o get i n t o the gory d e t a i l s of 

13 i n s t a l l e d capacity accounting. You might r e c a l l we got i n t o 

14 some of t h a t back i n the ECR case. But there i s an a f t e r -

t h e - f a c t accounting process t h a t t r u e s up the load f o r e c a s t , 

Ifi the u n a v a i l a b i l i t y of your generation, forced and planned 

17 outages and also recognizes summer maintenance. 

18 I f you take u n i t s out between I t h i n k i t ' s the weeks 

19 encompassing the 24th Wednesday of the year and the 36th 

20 Wednesday of the year, you incu r an increased o b l i g a t i o n . 

21 So, f o r example, i n some recent PP&L years, we've a c t u a l l y 

had as much as a 300 megawatt increase i n our o b l i g a t i o n 

2:i because of e i t h e r changes t o load, changes t o u n i t 

24 performance or the f a c t t h a t we've taken some u n i t s out i n 

25 the summertime. 
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So I t h i n k i t would be prude n t t o have a l e v e l above 

your planned l e v e l j u s t t o make sure you're okay i n t h e 

a c c o u n t e d - f o r account. 

Q. Are you f a m i l i a r w i t h PJM procedures t o d e a l 

w i t h PJM-wide shortages? 

A. Yes. 

JUDGE TURNER: Excuse me. I'm g o i n g t o i n t e r r u p t you 

f o r a moment and go o f f t h e r e c o r d . 

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

JUDGE TURNER: Le t ' s go back on t h e r e c o r d . 

We had a b r i e f o f f - t h e - r e c o r d d i s c u s s i o n o f 

s c h e d u l i n g a l u n c h break and o t h e r m a t t e r s . Ms. McCloskey 

w i l l complete t h i s l i n e o f c r o s s - e x a m i n a t i o n ; and when she 

i n d i c a t e s t h a t she has completed t h a t l i n e o f c r o s s -

e x a m i n a t i o n , we w i l l t a k e an hour l u n c h break and r e t u r n t o 

t h e r e c o r d . 

Go ahead. 

MS. McCLOSKEY: Thank you, Your Honor. 

BY MS. McCLOSKEY: 

Q. I b e l i e v e you j u s t s t a t e d , Mr. S i p i c s , t h a t you 

are f a m i l i a r w i t h PJM procedures t o d e a l w i t h p o o l - w i d e 

s h o r t a g e s . Are you f a m i l i a r w i t h a procedure known as 

maximum emergency g e n e r a t i o n ? 

A. Yes. 

Q. I f a PJM-wide s h o r t a g e was imminent, would PP&L 
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be required by PJM t o run i t s generators at emergency l e v e l s 

even i f PP&L had adequate capacity f o r i t s n a t i v e load? 

A. Yes, we would, j ust as every other PJM company 

would. 

Q. And i s there a cost involved i n operating at 

emergency levels? 

A. Yes. 

Q. I s voltage red u c t i o n another a c t i o n which PJM 

might take i n response t o p o t e n t i a l shortages? 

A. Yes. I t i s a c t u a l l y the f i r s t defined loss of 

load event. 

Q. Would PP&L be required t o p a r t i c i p a t e i n voltage 

reductions i n the case of pool-wide shortages even i f i t had 

s u f f i c i e n t capacity t o serve i t s n a t i v e load? 

A. Yes. A l l companies p a r t i c i p a t e i n voltage 

reductions f o r pool-wide shortages. 

Q. And i n the same vein, i f shortages occurred, i s 

i t p ossible t h a t PP&L might have t o p a r t i c i p a t e i n 

cu r t a i l m e n t s t o help out the pool even i f PP&L has adequate 

capacity? 

A. Yes. 

Q. Now, on the other side of the coin, i f PP&L i s 

j u s t meeting i t s reserve o b l i g a t i o n but experiences a 

temporary shortage, does i t have the r i g h t t o u t i l i z e 

a v a i l a b l e pool capacity? 
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A. Yes. 

Q. So would you agree w i t h me t h a t the r e l i a b i l i t y 

b e n e f i t from PP&L maintaining surplus capacity i s shared 

among the pool as a whole? 

A. Yes, i t i s . 

MS. McCLOSKEY: Thank you. Your Honor. That ends 

t h a t l i n e , and we'11 r e t u r n t o lumpiness a f t e r lunch. 

(Laughter.) 

JUDGE TURNER: Just as long as we don't have 

lumpiness during lunch. Thank you very much. 

(Witness t e m p o r a r i l y excused.) 

(Whereupon, at 12:13 p.m., the hearing was adjourned, 

t o be reconvened at 1:13 p.m., t h i s same day.) 
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AFTERNOON SESSION 

2 (1:23 p.m.) 

JUDGE TURNER: Back on the record. 

4 Ms. McCloskey, are you ready t o begin? 

MS. McCLOSKEY: Yes, Your Honor, 

fi JUDGE TURNER: Please proceed. 

7 MS. McCLOSKEY: Thank you, Your Honor. 

8 Whereupon, 

9 JOHN F. SIPICS 

10 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 : 

12 CROSS-EXAMINATION (Continued) 

KS BY MS. McCLOSKEY: 

14 Q. Mr. Si p i c s , i f you could t u r n t o page 10 of your 

in testimony, l i n e s 15 t o 19, where you discuss the lumpiness 

io problem. 

A. Yes. 

18 Q. And i n general, can you q u a n t i f y t o what extent 

19 the lumpiness problem causes reserves t o exceed t a r g e t 

20 l e v e l s ? For example, i s i t at the 2 percent or 5 percent 

21 l e v e l ? 

A. I t depends on the u n i t size, of course. I f you 

2:! were t r y i n g t o meet a minimum standard of reserve, say 12 

2-1 percent i n the case of PP&L as a member of PJM and your next 

u n i t were a 500 megawatt u n i t , t h a t would be roughly 
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10 percent of our peak load. So i f you t r i e d t o be at the 

minimum and had to step up, you 1d go 10 percentage p o i n t s 

above i t j ust f o r a 500 megawatt u n i t . Obviously, a bigger 

u n i t would be more, a smaller u n i t l e s s . 

Q. Would you agree t h a t i n recent years, some 

u t i l i t i e s have addressed t h i s lumpiness problem by adding 

smaller sized generating units? 

A. Yes. I would agree t h a t the economies of scale 

are not what they were at one point i n time. 

Q. And i s the use of the purchased power market 

another example of keeping reserve margins reasonably close 

t o planned l e v e l s and avoiding t h i s lumpiness problem? 

A. To the extent you can get adequate c o n t r a c t s , 

yes. 

Q. And would you agree w i t h me t h a t PP&L has no 

plans t o add a large generating u n i t during the time period 

covered by your E x h i b i t JFS-1? 

A. Yes, I would agree. 

Q. And would you also agree t h a t t o the extent 

PP&L's reserves exceed the assigned PJM l e v e l s at t h i s time, 

i t i s not due t o the lumpiness of a new generating u n i t ? 

A. No, a c t u a l l y I wouldn't agree, because I would 

suggest t h a t when we b u i l t our l a s t couple of u n i t s they 

were r a t h e r large, a thousand megawatt class nuclear u n i t s , 

and they d i d cause us t o get a f a i r amount above the minimum 
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l e v e l required f o r r e l i a b i l i t y , and we addressed t h a t by 

capacity sales. You t a l k e d about using purchases t o meet 

i t . We1ve addressed i t by capacity sales. And the reason I 

t h i n k we stay as con s i s t e n t as we do now r a t h e r than having 

i t decrease a l o t as load goes up i s , f o r example, the 945 

megawatt s l i c e of system sale r e t u r n s , 189 megawatts a year 

over f i v e years; and t h a t almost matches your load growth. 

Q. But PP&L's l a s t generating u n i t added t o i t s 

system had a commercial operation date of l a t e 1984 or e a r l y 

1985; correct? 

A. That's r i g h t . We have had about 10 percent of 

our load --

JUDGE TURNER: Excuse me. There i s not a question 

before you now. 

BY MS. McCLOSKEY: 

Q. Now, I do have a few questions f o r you about the 

company's a c q u i s i t i o n of the NUG capacity t h a t we discussed 

e a r l i e r . 

MS. McCLOSKEY: I'd l i k e t o have marked f o r 

i d e n t i f i c a t i o n OCA Cross-Examination E x h i b i t No. 6, which i s 

Mr. S i p i c s ' response t o OCA Set V, No. 47. 

JUDGE TURNER: Have you provided copies? 

MS. McCLOSKEY: Yes. I am d i s t r i b u t i n g copies now. 

Your Honor. 

JUDGE TURNER: Mr. Gadsden? 
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MR. GADSDEN: That's f i n e . 

JUDGE TURNER: I t s h a l l be so marked. 

(Whereupon, the document was marked 

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

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

BY MS. McCLOSKEY: 

Q. Mr. S i p i c s , you provided t h i s response, and i t 

shows t h a t PP&L entered i n t o the co n t r a c t s f o r the NUGs on 

i t s system i n the 1984 t o 1989 time frame; i s t h a t correct? 

A. That's r i g h t . 

Q. And these cont r a c t s were based upon PP&L's 

pr o j ections of avoided energy cost at approximately the time 

the c o n t r a c t s were entered; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. And am I c o r r e c t t h a t one of the key assumptions 

d r i v i n g PP&L's p r o j e c t i o n s of avoided costs i n t h a t time 

frame was a high p r o j e c t i o n i n the e s c a l a t i o n of f u e l 

prices? 

A. To the best of my r e c o l l e c t i o n , yes. 

Q. And p a r t i c u l a r l y , i t was PP&L's p r o j e c t i o n s of 

o i l p r i c e s ; i s t h a t correct? 

A. I guess t o the extent o i l was on the margin, 

yes, although coal p r i c e e s c a l a t i o n was f a i r l y s i g n i f i c a n t , 

too, so t h a t was also a f a c t o r . 

Q. And those avoided cost p r o j e c t i o n s turned out t o 
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be higher than PP&L's a c t u a l l y experienced avoided costs; 

c o r r e c t ? 

A . Yes, they have. 

Q. And -- I'm sorry. I don't t h i n k I heard your 

answer. 

A. Yes, they have. 

Q. And they are higher than those avoided costs 

PP&L expects t o experience over the next several years; 

c o r r e c t ? 

A. Yes. 

Q. Now, at the time these c o n t r a c t s were entered 

i n t o , am I c o r r e c t t h a t PP&L had both an avoided energy cost 

and a capacity and energy avoided cost? 

A. I guess i n a manner of speaking i n t h a t we 

d i d n ' t have the plan t o a c t u a l l y add capacity, so we d i d n ' t 

have capacity and energy costs i n the s t r i c t sense of the 

word. 

Q. And i n f a c t , the capacity and energy avoided 

cost was based on your Safe Harbor u n i t ; c o r r e c t ? 

A. Purchase of Safe Harbor, yes. 

Q. And at t h a t time, the energy-only avoided cost 

was the higher cost of the two; correct? 

A. Yes. 

Q. Now, the NUG e n t e r i n g a c o n t r a c t w i t h PP&L would 

have t o use t h a t energy-only payment t o cover a l l of i t s 
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costs, i n c l u d i n g i t s capacity r e l a t e d cost; c o r r e c t ? 

A. Yes. 

Q. Otherwise, the NUG would have no economic basis 

f o r e n t e r i n g i n t o the c o n t r a c t ; r i g h t ? 

A. Yes. 

Q. Do you know f o r what other purposes the company 

was u t i l i z i n g these energy cost p r o j e c t i o n s at t h i s time? 

A. They would be used f o r planning purposes i n 

eva l u a t i n g the economics of adding various kinds of capacity 

or energy or continued operation of our e x i s t i n g u n i t . 

Q. And do you know i f they were being used i n the 

company's r a t e case where the b e n e f i t s of the Susquehanna 

s t a t i o n were being assessed? 

A. Whether they were the i d e n t i c a l numbers, I don 1 1 

know, but c e r t a i n l y , s i m i l a r numbers would have been used. 

Q. I'd l i k e t o ask a few questions regarding the 

f u t u r e use of generating s i t e s . You responded t o an OCA 

I n t e r r o g a t o r y Set IV, No. 88. I'm t a k i n g from t h a t , you're 

the proper witness f o r these questions. 

A. Yes. 

Q. Do you have that? 

A. Yes, I have t h a t . 

Q. I n t h a t response, you i n d i c a t e d t h a t PP&L has no 

f i r m plans t o use the s i t e s of i t s e x i s t i n g f o s s i l f u e l 

generating s t a t i o n subsequent t o t h e i r r e t i r e m e n t ; i s t h a t 
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c o r r e c t ? 

A. T h a t ' s r i g h t . 

Q. Am I c o r r e c t t h a t g e n e r a l l y s i t e s s u i t a b l e f o r 

co n s t r u c t i n g new generating f a c i l i t i e s are d i f f i c u l t and 

c o s t l y t o obtain? 

A. To the best of my knowledge. I'm not our s i t i n g 

person, but --

Q. And do you know whether o b t a i n i n g the necessary 

licenses and permits t o construct a f a c i l i t y a t a new s i t e 

would be more d i f f i c u l t t h a t c o n t i n u i n g the use of an 

e x i s t i n g s i t e ? 

A. I guess so. Again, I'm not i n the s i t i n g and 

generation. 

JUDGE TURNER: I t h i n k t h i s witness has i n d i c a t e d 

twice t h a t s i t i n g and generation i s outside of h i s 

ex p e r t i s e . So I would suggest t h a t even though he i s an 

appropriate witness t o answer about t h a t i n t e r r o g a t o r y , 

perhaps he i s not appropriate t o press on s i t i n g issues. 

MS. McCLOSKEY: Okay. 

BY MS. McCLOSKEY: 

Q. Would there be a witness t h a t you're aware of, 

Mr. S i p i c s or Mr. Gadsden, t h a t would be more appropriate t o 

answer some questions regarding new s i t i n g ? 

MR. GADSDEN: Doug K r a l l I t h i n k i s the l o g i c a l 

candidate. 
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JUDGE TURNER: Excuse me? 

MR. GADSDEN: Doug K r a l l . 

JUDGE TURNER: Who we heard on Tuesday? 

MR. GADSDEN: That's c o r r e c t . 

JUDGE TURNER: Do you wish t o r e c a l l him? 

MR. GADSDEN: Or we can take a data request. 

MS. McCLOSKEY: Your Honor, I a c t u a l l y only have one 

more question, and l e t me see what type of answer; and then 

when I review the t r a n s c r i p t , maybe we can j u s t summarize i t 

i n a data request. 

JUDGE TURNER: A l l r i g h t . 

BY MS. McCLOSKEY: 

Q. I n a d d i t i o n , i f a new s i t e was used, would you 

agree t h a t i t would ge n e r a l l y r e q u i r e the c o n s t r u c t i o n of 

new transmission f a c i l i t i e s t o connect t h a t s i t e t o the 

grid? 

A. To the extent t h a t you couldn't s i t e i t a t an 

e x i s t i n g s u b station s i t e , yes. 

MS. McCLOSKEY: I t h i n k t h a t i s my l a s t question. 

Before I conclude, Ms. Kenney returned w i t h the p r o p r i e t a r y 

e x h i b i t t h a t provides the response t o the question t h a t I 

had posed e a r l i e r . 

JUDGE TURNER: Very good. So you w i l l mark t h a t and 

then we w i l l move and admit --

MS. McCLOSKEY: Yes. I'm going t o mark t h a t as OCA 
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Cross-Examination Exhibit No. 7 . 

(Whereupon, t h e document was marked 

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

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

MS. McCLOSKEY: I ' l l note f o r t h e r e c o r d t h a t a f t e r I 

ty p e d t h e q u e s t i o n up, t h e company i n d i c a t e d t h a t i t would 

o b j e c t t o one word used i n t h e q u e s t i o n , and I t h e n have 

h a n d w r i t t e n a word t h a t t h e company agrees t o . 

JUDGE TURNER: I can ' t r e a l l y read t h a t word m y s e l f . 

MR. MacGREGOR: I don't mind i f t h e word i s on t h e 

r e c o r d . 

JUDGE TURNER: The word i s d e f i c i e n c y , 

d - e - f - i - c - i - e - n - c - y ? 

MS. McCLOSKEY: Yes. I t r i e d t o squeeze i t i n t h e 

space. 

JUDGE TURNER: For those who want t o make t h e i r s 

c l e a r e r , t h e word i s " d e f i c i e n c y . " That b e i n g so, t h e 

company hasn't o b j e c t e d t o t h e marking o f any o f these 

e x h i b i t s , and I would assume t h e y have no o b j e c t i o n t o t h e 

mot i o n t o admit them; i s t h a t c o r r e c t ? 

MR. MacGREGOR: That's c o r r e c t . 

MS. McCLOSKEY: I would move f o r t h e adm i s s i o n o f OCA 

Cross-Examination E x h i b i t No. 6 and t h e c o n f i d e n t i a l 

e x h i b i t , Cross-Examination E x h i b i t No. 7. 

JUDGE TURNER: D i d n ' t we have OCA No. 5 bef o r e ? 
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MS. McCLOSKEY: Yes. We moved t h a t on Tuesday. 

JUDGE TURNER: They are admitted. 

(Whereupon, the documents marked as 

OCA Cross-Examination E x h i b i t s Nos. 

6 and 7 were received i n evidence.) 

MS. McCLOSKEY: Thank you, Mr. S i p i c s . 

THE WITNESS: You're welcome. 

JUDGE TURNER: Before Ms. Brandeis begins, I'd l i k e 

t o ask a question. This r e l a t e s t o your JFS-1. You may not 

know the answer; and i f so, j u s t say so. 

I believe there i s a remanded r a t e case which was 

f i l e d by C i t i z e n s E l e c t r i c which r e l a t e d t o Bucknell 

beginning as a n o n - u t i l i t y generator, and t h a t i s pending, 

n e g o t i a t i o n s on a PP&L t a r i f f t o C i t i z e n s . 

I wonder, i f Bucknell does come on l i n e as a 

cogenerator, would t h a t have any e f f e c t on t h i s chart since 

C i t i z e n s i s i n there? 

THE WITNESS: I f they came on and they sold power t o 

Ci t i z e n s , t h a t would a f f e c t the net supply t h a t we had t o 

Ci t i z e n s E l e c t r i c , so i t would reduce the metered peak by 

some, assuming the u n i t were i n service at the time of the 

peak. 

JUDGE TURNER: Do you have any ac t u a l knowledge of 

t h i s or are you j u s t answering h y p o t h e t i c a l l y ? 

THE WITNESS: No, I don't have s p e c i f i c knowledge. 
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JUDGE TURNER: Okay. Thank you. 

THE WITNESS: You're welcome. 

JUDGE TURNER: Ms. Brandeis? 

MS. BRANDEIS: Thank you. Your Honor. 

CROSS-EXAMINATION 

BY MS. BRANDEIS: 

7 Q. Good afternoon, Mr. S i p i c s . Joan Brandeis f o r 

S Bethlehem Steel Corporation. 

9 A. Good afternoon. 

10 Q. Turning t o your testimony on page 11 at l i n e s 26 

11 and 27, you s t a t e t h a t the reserve margins are based on 

12 PP&L's owned and leased generation and "the load l i k e l y t o 

be a v a i l a b l e f o r i n t e r r u p t i o n at the time of PP&L's peak." 

H Can you ex p l a i n the methodology t h a t you used t o 

determine the amount of i n t e r r u p t i b l e load which i s l i k e l y 

ift t o be availa b l e ? 

A. Yes. I can t r y . What we do i s we look a t 

18 customer load p r o f i l e s , i n t e r r u p t i b l e customers, and what 

I!) they would be expected t o c o n t r i b u t e t o our peak i n the 

20 absence of an i n t e r r u p t i b l e t a r i f f , and then the 

i n t e r r u p t i b l e t a r i f f s s p e c i f y f i r m load l e v e l s . 

' ) 9 So you take the d i f f e r e n c e between t h e i r expected 

2:1 c o n t r i b u t i o n t o your peak and the f i r m load l e v e l , and t h a t 

24 would be the value of i n t e r r u p t i b l e load f o r the load value 

25 -- t h a t would be the 290 number I had t a l k e d about e a r l i e r 
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and t h e n t r a n s l a t e t h a t i n t o a c a p a c i t y number by 

acknowledging t h e f a c t t h a t we don't need t o s u p p l y r e s e r v e 

f o r t h a t l e v e l , so you i n c r e a s e i t by r o u g h l y 20 p e r c e n t . 

That's where you g e t t h e 345 number t h a t you see used i n 

JFS-1. 

Q. R i g h t , i n your e x h i b i t . I s i t my u n d e r s t a n d i n g 

t h a t t h e r e i s 500 megawatts o f i n t e r r u p t i b l e power under 

c o n t r a c t t h a t a re a v a i l a b l e on t h e system? 

A. Looked a t one way, yes. I f what you do i s sum 

up t h e maximum demand o f a l l o f these customers, you c o u l d 

come up w i t h a 500 megawatt number. Now, i f you d i d t h a t , 

we would suggest our peak l o a d would be, I don't know, 

p r o b a b l y 10,000 o r 12,000 megawatts i f you d i d n ' t r e c o g n i z e 

d i v e r s i t y . 

Load r e a l l y r e c o g n i z e s t h e c o n t r i b u t i o n o f each o f 

those customers a t t h e t i m e o f t h e peak, t h e f a c t t h a t n o t 

everybody's water h e a t e r i s on a t t h e same t i m e , e l e c t r i c 

heat i s on and o f f , and even i n d u s t r i a l customers who ten d 

t o have a l i t t l e h i g h e r l o a d f a c t o r , a t l e a s t i n most cases. 

JUDGE TURNER: Excuse me. I need t o i n t e r r u p t you t o 

unde r s t a n d something. You are s a y i n g t h a t i f you r e c o g n i z e d 

500 megawatts o f i n t e r r u p t i b l e power, your JFS-1 would show 

your peak l o a d as 10,000? 

THE WITNESS: Something much h i g h e r . 

JUDGE TURNER: What f i g u r e a re we l o o k i n g a t on 
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JFS-1? 

THE WITNESS: The winter peak load column, the 6605. 

JUDGE TURNER: Are you saying t h a t t h a t would 

increase by at l e a s t 4,000? 

THE WITNESS: I'm sure at l e a s t t h a t . A c t u a l l y , we 

should get our load people and t a l k about t h a t , but I was 

t r y i n g t o ex p l a i n the concept of d i v e r s i t y . You can't j u s t 

sum the maximum demands of a l l of these customers and say 

t h a t i s t h e i r value t o us. I t i s what would they have 

c o n t r i b u t e d i n the absence of t h i s t a r i f f , and t h a t i s where 

the 290 megawatts comes from instead of the 500 maximum. 

Otherwise, we would be g i v i n g too much r e c o g n i t i o n t o the 

i n t e r r u p t i b l e . 

JUDGE TURNER: A l l r i g h t . 

BY MS. BRANDEIS: 

Q. Would i t be accurate t o say t h a t PP&L needs i t s 

i n t e r r u p t i b l e load t o meet i t s own reserve margin 

requirements? 

A. I guess i t would depend on what combination of 

resources you choose t o use. I f you put i n our own 

resources only, then i n some years between 1994 and 2004, 

you would need some p o r t i o n of i t . 

For example, i f the reserve i s 9.1 percent i n 

1995-96, we need something beyond our own resources t o meet 

our load. Now, whether t h a t something i s i n t e r r u p t i b l e 
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n o n - u t i l i t y generation or purchased capacity c r e d i t s i s a 

question. 

Q. But you have t e s t i f i e d t h a t , i n your view, NUG 

generation i s not appropriate --

A. For purposes - of a r a t e proceeding. 

Q. For purposes of a reserve margin i n t h i s case. 

A. For purposes of r a t e proceedings, yes, we have. 

8 Q. Now, would you agree t h a t a kw of owned 

9 generation or a kw of leased generation and a kw of 

10 i n t e r r u p t i b l e load are of equal value i n supplying the 

reserve margin f o r PP&L when i t i s needed? 

12 A. I n terms of a megawatt of i n t e r r u p t i b l e versus a 

in megawatt of owned capacity or purchased capacity, they a l l 

M look the same on t h i s t a b l e ; so from t h a t l i m i t e d context. 

15 Q. Right. Now, of those three components of 

10 reserve margin, h i s t o r i c a l l y , which has proven more 

r e l i a b l e ? 

18 A. That's a f a i r l y s u b j e c t i v e question. I guess 

19 our own resources have had a p r e t t y good forced outage r a t e . 

20 N o n - u t i l i t y generation hasn't been bad, and i n t e r r u p t i b l e 

21 has performed p r e t t y w e l l f o r us. So I mean, they are 

w reasonably good f o r t h e i r purpose. 

23 I mean, there are l o t s of reasons why you need one 

24 instead of another i n c e r t a i n c o n d i t i o n s . I n t e r r u p t i b l e i s 

25 l i k e a peaking resource, f o r example. 
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Q. On page 11 of your testimony at l i n e 8 and 

f o l l o w i n g , you r e f e r t o unusually high u n i t u n a v a i l a b i l i t y 

due t o a v a r i e t y of i c y cold weather problems. 

A. Yes. 

Q. Can you describe i n some d e t a i l the type of f u e l 

fi d e l i v e r y problems t h a t were experienced i n the January 

7 emergency, what types of u n i t s were most affected? 

8 A . I could t r y . We had some unavailable coal 

9 because of frozen coal p i l e s . We don't have gas, so we 

10 d i d n ' t have the same gas problems t h a t some of the other 

u t i l i t i e s had. Some of our combustion t u r b i n e s were 

12 unavailable because of o i l congealing i n the l i n e s between 

13 the storage tanks and the generating u n i t s themselves. 

14 That's about the extent of my knowledge. 

if) Q. And w i t h respect t o the p l a n t component 

f a i l u r e s , were they caused by the weather? 

A. There were some; l i k e conveyor b e l t s t h a t 

18 d e l i v e r e d the coal t o the p l a n t . I know we had some of 

10 those, some places where freeze p r o t e c t i o n was inadequate. 

20 Q. Can you agree t h a t the d i f f i c u l t i e s t h a t you 

21 experienced -- f u e l d e l i v e r y and f u e l handling, pump f a i l u r e 

9 9 -- are r e l a t e d t o and i n f a c t are l i k e l y t o occur i n 

23 unusually cold weather, the kind which would r e q u i r e PP&L t o 

24 draw on i t s reserve margin? 

25 A. I t c e r t a i n l y was the case i n January, '94. Now, 
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we've had an extensive lessons learned review since t h a t 

time, and some of the measures we 1ve taken are: how do you 

shape coal p i l e s t o minimize problems of frozen coal? 

Because some of our pla n t s had worse problems than others, 

and there was a problem of drainage. Freeze p r o t e c t i o n has 

been improved. So we've taken a l o t of steps t o h o p e f u l l y 

minimize t h a t i n the f u t u r e , but t h a t was the case l a s t 

January. 

Q. Now, on page 10 at l i n e s 23 t o 28, you t e s t i f y 

t h a t the l e v e l of c o n t r o l t h a t the u t i l i t y has over i t s 

p l a n t resources a f f e c t s the appropriate reserve margin, and 

you c i t e as an example of lack of c o n t r o l the f a c t t h a t the 

term of i n t e r r u p t i b l e service c o n t r a c t s are e s s e n t i a l l y a 

year, can be cancelled annually. 

A. Right. 

Q. How i s the c o n t r a c t term f o r i n t e r r u p t i b l e 

s e rvice set? 

A. I don't know the d e t a i l s of i t . I mean, i t i s a 

n e g o t i a t i o n , I assume, between the company and PP&L. 

Q. Has PP&L, t o your knowledge, i f you know, 

o f f e r e d longer term c o n t r a c t s t o i t s i n t e r r u p t i b l e s ervice 

customers? 

A. I know i n c e r t a i n cases we've negotiated longer 

term c o n t r a c t s or we're i n the process of n e g o t i a t i n g some. 

Q. So t o the extent t h a t you could get three or 
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f i v e years, t h a t would m i t i g a t e t h i s problem t h a t you c i t e 

of not knowing how long you'11 have i n t e r r u p t i b l e power 

ava i l a b l e ? 

A. That would be one m i t i g a t i n g f a c t o r . There i s 

s t i l l the idea t h a t when we ask f o r people t o go down t o the 

f i r m load, the response i s not w i t h i n our c o n t r o l . 

Customers could refuse t o go down. Now, there are economic 

p e n a l t i e s i f they do t h a t , but i t i s less under PP&L1s 

c o n t r o l than our own resources. 

Q. On pages 13 and 14, you t e s t i f y t h a t 

i n t e r r u p t i b l e load i s less d e s i r a b l e than peaking type 

generating u n i t s because the customer may not i n t e r r u p t , 

j u s t as you've j u s t said, when requested. 

Can you t e l l me w i t h respect t o the January, 1994 

emergency what percentage of PP&L's i n t e r r u p t i b l e customers 

d i d not i n t e r r u p t when you requested? 

A. I can get you t h a t number. I don't r e c a l l . I 

know there was a good response i n January of '94. 

Q. E s s e n t i a l l y , you are saying when requested, the 

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 ? 

A. To the best of my r e c o l l e c t i o n , yes. 

Q. Can you q u a n t i f y t h a t at a l l f o r us? 

A. Not on the stand here, but I can get you the 

data; I'm sure. 

JUDGE TURNER: Do you want t o make an on-the-record 
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data request? 

MS. BRANDEIS: I would make an on-the-record data 

request t h a t you provide us, e i t h e r i n a percentage or 

act u a l numbers, however i t would be easier f o r you t o give 

us the f i g u r e , the --

THE WITNESS: Yes, we can provide t h a t . 

MS. BRANDEIS: -- compliance w i t h i n t e r r u p t i b l e 

requests. 

JUDGE TURNER: And t h a t i s going t o be provided f o r 

the record? 

MS. BRANDEIS: Yes. I don't t h i n k i t i s 

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

THE WITNESS: No. 

JUDGE TURNER: I t w i l l be an e x h i b i t t h a t we w i l l 

admit. Okay. 

BY MS. BRANDEIS: 

Q. Again, on pages 13 and 14, s t a r t i n g on l i n e 27, 

you t e s t i f y t h a t i n t e r r u p t i b l e load i s less d e s i r a b l e f o r 

reserve margin purposes than peaking type generating u n i t 

because the i n t e r r u p t i b l e load r e q u i r e s more lead time t o 

i n i t i a t e than a peaking u n i t . 

Let me ask you t h i s . Given modern weather 

f o r e c a s t i n g and the s t a t e of communication i n your own 

system, can't you gene r a l l y know when there i s going t o be a 

need t o c a l l on the i n t e r r u p t i b l e load w e l l i n advance of 
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the need t o c a l l on i t ? 

A. Well, I would say ge n e r a l l y , yes; and yet, 

again, i f we go back t o January 19th, 1994, my r e c o l l e c t i o n 

was being awaken w i t h a phone c a l l sometime around 6:00 i n 

the morning, give or take a half-an-hour, and we had 

B i n s t i t u t e d r o t a t i n g blackouts by 7:05. So i n t h a t case, I 

7 know we d i d n ' t have two hours t o get the customers o f f 

8 before we a c t u a l l y were i n s t i t u t i n g blackouts. But 

9 ge n e r a l l y , we would hope t o have t h a t k i n d of n o t i c e . 

10 Q. Generally speaking, you could use your spinning 

reserve as somewhat of a cushion t o get the i n t e r r u p t i b l e 

12 load o f f , between the time you needed i t and g e t t i n g them 

i:i o f f ? 

A. You hope not t o use up your spinning reserve or 

if> you don't have any a b i l i t y t o respond t o the l o s t of the 

ifi next u n i t . 

Q. Now, I'm c o r r e c t also t h a t i n your proposed Rate 

18 Schedule LP-6, you are o f f e r i n g an o p t i o n of 30-minute 

10 notice? 

20 A . I don't know the s p e c i f i c s of the r a t e schedule. 

Q. I ' l l ask someone else. 

A. I t h i n k maybe O l l i e i s the witness f o r t h a t , Mr. 

23 Kasper. 

24 JUDGE TURNER: Do we need t o i d e n t i f y more accurately 

2.f) by page and e x h i b i t LP-6 or w i l l t h a t come up w i t h 
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Mr. Kasper? 

MR. GADSDEN: I'm sure i t w i l l come up w i t h Mr. 

Kasper. 

MS. BRANDEIS: Your Honor, I w i l l withdraw the 

question and re-ask i t at the time. 

« BY MS. BRANDEIS: 

7 Q. M r . S i p i c s , on page 14 at l i n e 7, you s t a t e t h a t 

8 the value t o PP&L of having i n t e r r u p t i b l e load as w e l l as 

9 the e f f e e t of such i n t e r r u p t i b l e load on PP&L's cost 

10 s t r u c t u r e , which you regard as the same, are pro p e r l y 

determined by reference t o the annual c a r r y i n g costs of a 

12 combustion t u r b i n e peaking u n i t , 

l.'i A. Yes. 

14 Q. I f one were t o assume, which we do not, t h a t 

15 t h a t i s the appropriate way t o value i n t e r r u p t i b l e power or 

Ifi the appropriate way to value i n t e r r u p t i b l e power i s by 

17 reference t o a capacity equivalent resource, i s n ' t the r e a l 

is value of an e x i s t i n g c u r t a i l a b l e kw at l e a s t equivalent t o 

19 PP&L's average embedded cost of generation? 

20 A . I would say no; and the x-eason i s t h a t a 

21 combustion t u r b i n e , the reason t h a t we c h a r a c t e r i z e 

9 9 i n t e r r u p t i b l e and peaking i s you can only get a l i m i t e d 

2:i number of hours of output out of i t . I n f a c t , you get less 

24 hours out of an i n t e r r u p t i b l e customer, a maximum of 200 

25 hours a year, than you can get out of a combustion t u r b i n e . 
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When you look at our base load u n i t s , the reason we 

spend a l o t more c a p i t a l than you would need t o spend t o 

b u i l d a combustion t u r b i n e i s because we were loo k i n g t o 

provide energy over greater periods of time. When you can 

d i v i d e t h a t i n s t a l l e d cost over l o t s of hours, i t makes 

sense t o spend more up f r o n t i n c a p i t a l i n r e t u r n f o r the 

greater operating e f f i c i e n c i e s . 

So when you look at a coal p l a n t or a nuclear p l a n t , 

f o r example, the c a p i t a l costs are high, but t h e i r running 

rates are s i g n i f i c a n t l y lower than a combustion t u r b i n e or a 

peaking u n i t . 

Q. But you have t e s t i f i e d t h a t the system i t s e l f 

doesn't know whether you're adding a kw or t a k i n g a kw away. 

A. No, no. Let me rephrase t h a t i f t h a t ' s what I 

t e s t i f i e d . For purposes of looking at i n s t a l l e d capacity 

accounting, which i s purely a capacity item -- I mean, a 

megawatt i s a megawatt on there the i n s t a l l e d capacity 

accounting doesn't care whether i t i s a base load u n i t , an 

intermediate load u n i t or a peaking load u n i t . 

For purposes of system r e l i a b i l i t y and system 

economics, t h a t i s a much d i f f e r e n t p i c t u r e . You wouldn't 

b u i l d a system of a l l peaking u n i t s even though t h a t i s the 

lowest c a p i t a l cost, because your energy cost would be much 

too high. People wouldn't be w i l l i n g t o pay i t . I n f a c t , 

those u n i t s aren't b u i l t t o operate at high capacity 
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f a c t o r s . 

So i f I misled you before, I'm sorry. 

Q. You mentioned the l i m i t a t i o n of 200 hours t h a t 

i s imposed at t h i s p o i n t by the t a r i f f i t s e l f i s not set i n 

stone. 

A. No. I mean, the t a r i f f i s up t o 20 

i n t e r r u p t i o n s f o r up t o 200 hours, as I r e c a l l i t . 

Q. Now, j u s t t o go over some ground t o be sure I 

completely understand, i n your E x h i b i t JFS-1, on the column 

labeled, "Winter Peak Load," how i s i n t e r r u p t i b l e load 

accounted f o r i n t h a t column? You t e s t i f i e d i t i s not 500 

megawatts. 

A. No. What i s accounted f o r i n here would be the 

expected c o n t r i b u t i o n s of the i n t e r r u p t i b l e load customers 

as i f we were serving them at the time of the peak. So 

given t h a t we 1ve c a l c u l a t e d 290 as the d i f f e r e n c e between 

t h e i r expected c o n t r i b u t i o n and the f i r m l e v e l , what i s i n 

here i s 290 megawatts plus the f i r m l e v e l , not 500. 

Again, O l l i e -- I'm sorry -- probably Mr. Kasper 

could go i n t o a l i t t l e b i t more d e t a i l or Mr. S l i v k a , who 

does the load forecasts, but I know enough t o know t h a t what 

we do i s look at c o n t r i b u t i o n s t o the peak r a t h e r than 

summation of maximum c a p a b i l i t i e s of those customers; and 

I'm sure we're consistent between the two. 

Q. I s the f i g u r e shown as i n t e r r u p t i b l e load -- l e t 

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



a 

9 

10 

11 

12 

V.i 

hi 

15 

10 

17 

18 

19 

20 

21 

22 

2:1 

24 

25 

300 

me g e t i t -- r e s e r v e a t t h e t i m e o f t h e peak marked 

" i n t e r r u p t i b l e l o a d , " would t h e number t h e r e and t h e number 

t h a t i s i n t h e w i n t e r peak l o a d be t h e same o r r e l a t e d i n 

any way? 

A. I'm not sure I understand. We're s t i l l on 

JFS-1? 

Q. Yes, s t i l l i n your e x h i b i t . I'm l o o k i n g a t 

i n t e r r u p t i b l e l o a d a d j ustment, t h e 34 5. 

A. Yes. 

JUDGE TURNER: That's column 7; r i g h t ? 

THE WITNESS: Yes. 

JUDGE TURNER: And comparing i t t o ? 

MS. BRANDEIS: The w i n t e r peak l o a d . 

BY MS. BRANDEIS: 

Q. Any r e l a t i o n s h i p between i n t e r r u p t i b l e i n those 

two columns? They're t h e same? 

A. No, not e x a c t l y . There i s a r e l a t i o n s h i p . The 

345 number i s t r a n s l a t i n g l o a d i n t o a c a p a c i t y e q u i v a l e n t , 

so i t i s i n c r e a s i n g t h e i n t e r r u p t i b l e l o a d amount by 20 

p e r c e n t . So i f you back t h a t o u t and we go down t o 290 

megawatts as t h e expected c o n t r i b u t i o n o f t h e i n t e r r u p t i b l e 

p o r t i o n o f i n t e r r u p t i b l e l o a d t o t h e peak l o a d , t h a t would 

be r e f l e c t e d i n a w i n t e r peak l o a d . 

Now, those customers a l s o have a f i r m l e v e l , and 

t h a t ' s a l s o i n t h e r e . Has t h a t made i t c l e a r ? 
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Q. Yes. 

Now, on page 14 at l i n e 10, you r e f e r t o an analysis 

of the p r i c e t o i n s t a l l and carry a combustion t u r b i n e . Can 

you d e t a i l the components of the analysis? Did i t include 

j ust the cost of purchasing and i n s t a l l i n g ? What d i d you 

include i n t h a t analysis? 

A. I have the d e t a i l s . I'm t r y i n g t o t h i n k i f i t 

i s on the record anywhere. I believe i t i s , i f you'11 j u s t 

give me a minute. 

JUDGE TURNER: Why don't we go o f f the record f o r a 

minute while you look f o r that? 

(Discussion o f f the record.) 

10 
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JUDGE TURNER: Back on the record. 

You found i t , Mr. Sipics? 

THE WITNESS: Some of the items t h a t were included i n 

our estimate f o r the combustion t u r b i n e were engineering; 

m a t e r i a l , which of course would include the combustion 

t u r b i n e i t s e l f and the c o n t r o l system, transformer; 

e l e c t r i c a l equipment t h a t you need t o support i t , which 

would be a breaker and a substation bay, connecting l i n e s ; 

gas d e l i v e r y system, since we assumed t h a t we would b u i l d a 

gas combustion t u r b i n e ; f i r e p r o t e c t i o n , and s i t e upgrades, 

and then some labor and a l i m i t e d amount of allowance f o r 

funds during c o n s t r u c t i o n . 

Q. Did you include any of the f u e l costs of running 

a combustion turbine? 

A. No. This i s the i n s t a l l e d cost, so f u e l i s not 

included i n t h a t . 

Q. So the f i g u r e of $300 a kw d i d not include f u e l 

costs? 

No, i t would not. 

How about operating and maintenance costs? 

No. 

I f you know, i s i t ge n e r a l l y t r u e t h a t such a 

combustion t u r b i n e would run higher f u e l costs than other 

types of units? 

A. Oh, yes, but i t wouldn't run f o r very many 

A. 

Q. 

A. 

Q-
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hours, so t h a t ' s not a b i g p o r t i o n of i t s o v e r a l l cost. 

Q. At page 14 at l i n e s 24 and 25, you note t h a t i f 

3 the p r i c e of the i n t e r r u p t i b l e power were determined by 

4 reference t o i t s value i n meeting PP&L's i n s t a l l e d c a p a c i t y 

s o b l i g a t i o n on the PJM system, i t might be $73 per kw, which 

fi was the capacity d e f i c i e n c y payment re q u i r e d by PJM f o r a 

u t i l i t y which f a i l s t o meet i t s i n s t a l l e d capacity 

8 requirement? 

9 A. Yes. 

10 Q. Am I c o r r e c t t h a t a t the present time, u t i l i t i e s 

on the PJM system can purchase capacity c r e d i t s i n s t e a d of 

12 paying the d e f i c i e n c y a t a p r i c e t h a t ' s equal t o 15 or 20 

percent of the price? 

u A. There have been tr a n s a c t i o n s a t those f r a c t i o n s 

of the PJM i n s t a l l e d r a t e , yes. 

Q. So would i t be c o r r e c t t o i n f e r t h a t t h e r e i s a 

large amount of excess capacity a v a i l a b l e g e n e r a l l y on the 

is system? 

19 A. I guess the way I would c h a r a c t e r i z e i t i s t h a t 

20 t h a t supply f o r i n s t a l l e d capacity c r e d i t s f o r purposes of 

21 meeting the PJM i n s t a l l e d capacity accounting exceeds the 

9 9 demand at t h i s time. 

23 JUDGE TURNER: Can you q u a n t i f y how much? 

24 THE WITNESS: I could i f I dug up the numbers. I 

don't remember the exact numbers, what the excess i s . I t ' s 
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1 probably on the order of 1,000 megawatts, I guess, on the 

2 system. 

•i BY MS. BRANDEIS: 

4 Q. Mr. S i p i c s , would i t be accurate t o say t h a t 

ft PP&L views i n t e r r u p t i b l e power as a capacity e q u i v a l e n t 

fi which i t purchases from customers, which i t draws on from 

customers? 

8 A. We use — 

9 Q. Would i t be c o r r e c t t o say t h a t you view 

10 i n t e r r u p t i b l e power as a capacity e q u i v a l e n t , as opposed t o 

a lesser service t h a t you're s e l l i n g ? 

12 A. As the capacity equivalent of combustion 

l.'i t u r b i n e s , yes. 

14 Q. I n other words, you're viewing i t as a capac i t y 

15 equivalent, not as a service? 

Ifi A. That's r i g h t . 

Q. An i n f e r i o r service? 

18 (No response. ) 

19 Q. Now, i f you're the purchaser and the user of 

2() t h a t power, does the customer w i t h i n t e r r u p t i b l e power have 

21 anywhere else t o , quote, " s e l l " t h a t power, or i s PP&L the 

'V only purchaser, the only user of t h a t i n t e r r u p t i b l e power? 

2M A. I'm not sure i f I understand. You're not asking 

24 a r e t a i l wheeling question, whether — 

2fi Q. No, no, no. I ' l l plead innocent. 
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(Laughter.) 

Q. I'm asking you, i f you view i t as a resource 

which you draw on instead of a combustion t u r b i n e , you're 

the only person who can draw on t h a t resource, r i g h t ? PP&L 

i s the only person t h a t can draw on — 

fi A. As opposed t o PECO, yes. 

7 Q. One f i n a l question: I s i t c o r r e c t t o say t h a t 

8 i n p r i c i n g — 

9 MS. BRANDEIS: Your Honor, I withdraw the question 

10 because c l e a r l y Mr. Sipics i s not the person t o ask t h i s 

question. 

12 JUDGE TURNER: Okay. 

i:\ MS. BRANDEIS: I don't t h i n k I have anything f u r t h e r . 

14 JUDGE TURNER: Ms. Moury, you st a t e d before you have 

15 no questions? 

ifi MS. MOURY: I have no questions. 

JUDGE TURNER: Mr. Kleppinger, you said you had a few 

18 questions. 

19 MR. KLEPPINGER: Yes. Thank you. Your Honor. 

20 CROSS-EXAMINATION 

21 BY MR. KLEPPINGER: 

•>•> Q. Good afternoon, Mr. S i p i c s . 

2:1 A. Good afternoon, Mr. Kleppinger. 

21 Q. I j u s t want t o pick up where Ms. Brandeis l e f t 

2) o f f regarding the o u t l e t s of the i n t e r r u p t i b l e resource from 
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the customer's perspective. 

I believe you i n d i c a t e d t o her t h a t a t l e a s t a t the 

present time, when viewing i n t e r r u p t i b l e power as a capa c i t y 

e q u i v a l e n t , the customer's only o u t l e t f o r g e t t i n g r i d of 

t h a t i n t e r r u p t i b l e power i s t o make a sale t o PP&L under the 

terms of the i n t e r r u p t i b l e c r e d i t t h a t ' s being received by 

them through t h e i r r a t e s ; i s t h a t a f a i r c h a r a c t e r i z a t i o n of 

H what you responded t o Ms. Brandeis e a r l i e r ? 

9 A. I guess " g e t t i n g r i d of i n t e r r u p t i b l e power" i s 

10 ki n d of a strange term, but what you're suggesting i s , i f 

11 they d i d n ' t want t o have f i r m service and they wanted 

12 i n t e r r u p t i b l e , yes, they'd get i t from us, and the value we 

IM get, only we get, not somebody else, yes. 

M Q. And i n f a c t , PP&L i s the only a v a i l a b l e 

1.r) purchaser or sup p l i e r of t h a t i n t e r r u p t i b l e power? 

A. To the extent we're the only s u p p l i e r t o the 

customer, yes. 

is Q. Now, when we t a l k about the PJM capa c i t y 

19 d e f i c i e n c y r a t e , i s n ' t t h a t r a t e not only set by PJM but a 

20 market has been created among PJM companies f o r the purchase 

21 and sale of capacity c r e d i t s t o meet capacity o b l i g a t i o n s 

w i t h i n the PJM? 

23 A. Yes. 

21 Q. I s t h a t correct? 

2,r> A. Yes. The only t h i n g I want t o c l a r i f y i s t h a t , 
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when you say i t ' s set by PJM, a c t u a l l y the e i g h t member 

companies submit t h e i r estimates of the cost of b u i l d i n g a 

combustion t u r b i n e and then the averaging of those e i g h t 

estimates i s what r e s u l t s i n the number. 

Q. Okay, t h a t ' s a f a i r c l a r i f i c a t i o n . 

But my p o i n t i s t h a t , i n the market t h a t creates the 

15 t o 20 percent number t h a t i s referenced i n your 

testimony, there are i n f a c t m u l t i p l e purchases and m u l t i p l e 

s u p p l i e r s of those capacity c r e d i t s among the PJM companies; 

are there not? 

A. Yes, the PJM companies themselves. 

Q. Now, r e t u r n i n g t o your E x h i b i t JFS-1 f o r a 

minute, we heard testimony on Tuesday t h a t the company has 

accelerated the d e a c t i v a t i o n dates of the Sunbury, the 

Holtwood and the Martins Creek 1 and 2 u n i t s t o 2003. 

Am I c o r r e c t t h a t those d e a c t i v a t i o n dates are not 

r e f l e c t e d i n the loading capacity forecast on E x h i b i t JFS-1? 

A. You're c o r r e c t t h a t there's no r e t i r e m e n t of the 

Martins Creek u n i t s , the Sunbury u n i t s or Holtwood i n t h i s . 

I d i d n ' t hear the testimony Tuesday, but I would be 

surp r i s e d i f we t e s t i f i e d t h a t we had changed the 

d e a c t i v a t i o n dates or retirement dates t o t h a t date. I know 

we decided t o base de p r e c i a t i o n on a d i f f e r e n t date, given 

t h a t we face some p o t e n t i a l l y high Clean A i r exposures. 

Q. I accept the c l a r i f i c a t i o n t o the d e p r e c i a t i o n 

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



308 

1 expense, but the retirements aren't included i n the — 

2 A. They are not. 

3 Q. Now, i f we move over t o the column l a b e l e d , 

4 " I n t e r r u p t i b l e Load Adjustment," you've already c l a r i f i e d 

ft t h a t t h a t number was reached by t a k i n g 290 megawatts of 

6 i n t e r r u p t i b l e load and c r e a t i n g a capacity equivalent by 

7 adding 20 percent, e s s e n t i a l l y . 

8 A. Yes. 

9 Q. You have not forecasted, have you, any increase 

10 i n the l e v e l of i n t e r r u p t i b l e load throughout t h i s l o ading 

11 capacity f o r e c a s t , have you? 

12 A. I personally don't do the f o r e c a s t s , but t h i s 

i:i does not show an increase i n i n t e r r u p t i b l e load, yes. 

14 Q. Now, you were a witness, as mentioned e a r l i e r , 
i 

ift i n the PP&L case which l e d t o the closure of the 

Ki a v a i l a b i l i t y of the i n t e r r u p t i b l e r a t e t o new customers, 

17 correct? 

18 A. Yes. 

10 JUDGE TURNER: Was t h a t the M-docket mentioned 

20 before? 

21 MR. KLEPPINGER: Yes. 

22 MS. McCLOSKEY: No. 

2;i THE WITNESS: No, i t ' s a d i f f e r e n t case. 

24 JUDGE TURNER: Let's i d e n t i f y t h a t proceeding, i f we 

25 can. 
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MR. KLEPPINGER: That docket number I don't have. 

Your Honor. 

(Inaudible discussion.) 

THE WITNESS: I t h i n k we have i t . 

JUDGE TURNER: Well, Ms. McCloskey knew i t by hear t , 

so would you st a t e i t f o r the record, please? 

MS. McCLOSKEY: That was the R-943081. 

MR. KLEPPINGER: Thank you, Ms. McCloskey. Your 

memory i s b e t t e r than mine. 

(Laughter.) 

BY MR. KLEPPINGER: 

Q. Now, do you r e c a l l the outcome of t h a t 

proceeding, Mr. Sipics? 

A. The r e s u l t i n g closure of the rate? 

Q. Yes. 

A. Yes. 

Q. So t h a t the r a t e as we know i t today a t l e a s t i s 

closed t o adding new i n t e r r u p t i b l e load? 

A. Yes, q u a l i f i e d , i n t h a t what we d i d was set the 

f i r m l e v e l s so t o the extent t h a t when any i n t e r r u p t i b l e 

customers added load, you could have a higher c o n t r i b u t i o n 

t o i n t e r r u p t i b l e but the f i r m l e v e l can't go below the 

cu r r e n t l e v e l s . 

Q. Any e x i s t i n g customer t h a t ' s on the r a t e today, 

i f t h e i r load grows, t h a t load can be i n t e r r u p t i b l e load? 
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A. Yes. 

Q. And you're not p r o j e c t i n g any of t h a t load being 

i n t e r r u p t i b l e under t h i s loading capacity forecast? 

A. Nothing i s shown f o r any increase i n here, yes. 

Q. Now, are you f a m i l i a r w i t h the company's 

proposal i n t h i s proceeding t o cap the amount of 

i n t e r r u p t i b l e load at 500 megawatts? 

A. I understand t h a t we made i t , yes. That's not 

one of my areas. 

Q. You understand t h a t t h a t i s p a r t of the proposal 

i n t h i s case? 

A. Yes. 

Q. And f o r purposes of preparing a loading c a p a c i t y 

f o r e c a s t l i k e you have i n E x h i b i t JFS-1, would t h a t 500 

megawatts of capped i n t e r r u p t i b l e load be analogous t o the 

290 megawatts t h a t ' s embedded i n t h i s forecast? 

A. Yes. That's a c t u a l measured load, so i t would 

be equivalent t o the 290. 

Q. Right. That would be my understanding as w e l l . 

So i f i n f a c t customers d i d increase i n t e r r u p t i b l e loads up 

t o the cap t h a t ' s proposed i n t h i s case of 500 megawatts, 

and i f t h a t 500 megawatts was then converted i n t o the 

capacity equivalent value, would not the column l a b e l e d , 

" I n t e r r u p t i b l e Load Adjustment" on E x h i b i t JFS-1 be 600 

megawatts? 
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A. Given t h a t h y p o t h e t i c a l , yes. 

Q. I f you would t u r n t o your testimony at page 13, 

l i n e s 21 and 22, you r e f e r t o a l i m i t e d number of 

occurrences t h a t you can c a l l on i n t e r r u p t i b l e load. 

A. Yes. 

Q. And j u s t so the record i s c l e a r , i s i t your 

understanding i n the t a r i f f t h a t PP&L has the a b i l i t y t o 

i n t e r r u p t customers 20 times per calendar year i f they are 

on the i n t e r r u p t i b l e service? 

A. Yes, my understanding t h a t i t ' s up t o 20 

i n t e r r u p t i o n s f o r up t o 200 hours. 

Q. And each i n t e r r u p t i o n can l a s t f o r a p e r i o d of 

as many as ten hours i n a given day? 

A. That's my understanding. 

Q. Did i n t e r r u p t i o n s which were c a l l e d i n January 

of 1994 extend beyond ten hours at the v o l u n t a r y 

c o n t r i b u t i o n of i n t e r r u p t i b l e customers, t o your 

r e c o l l e c t i o n ? 

A. Yes. We d e f i n i t e l y went beyond three hours on 

January 19th and I believe also on January 20th. 

Q. I'm sorry, you said beyond — 

A. Ten hours. 

Q. Ten hours, okay. 

Now, you may not be the c o r r e c t witness f o r t h i s , and 

j u s t t e l l me i f you're not, but has the company conducted 
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any surveys or studies of i t s i n t e r r u p t i b l e customers t o 

i d e n t i f y whether or not those customers would accept a 

greater number of i n t e r r u p t i o n s i n exchange f o r a more 

s i g n i f i c a n t p r i c e reduction f o r t h a t service? 

A. I'm not aware of those surveys. 

Q. Are you f a m i l i a r w i t h other i n v e s t o r owned 

u t i l i t y t a r i f f s i n Pennsylvania t h a t may or may not i n c l u d e 

a greater number or an u n l i m i t e d number of i n t e r r u p t i o n s f o r 

i n t e r r u p t i b l e customers? 

A. I am not. I would suspect t h a t Mr. Kasper i s 

probably b e t t e r equipped t o answer t h a t . 

Q. H e ' l l be glad t o hear t h a t , probably. 

Now, one of the other c r i t i c i s m s i n your testimony of 

i n t e r r u p t i b l e load i n terms of i t s value t o the company i s 

t h a t i t ' s not d i r e c t l y c o n t r o l l e d by PP&L, cor r e c t ? 

A. Yes. 

Q. Now, there are consequences t o a customer, are 

there not, when t h a t customer f a i l s t o i n t e r r u p t ? 

A. F i n a n c i a l consequences, yes. I am g e n e r a l l y 

aware of them, but again, the s p e c i f i c t a r i f f p r o v i s i o n s are 

probably b e t t e r addressed t o Mr. Kasper. 

Q. But there are f i n a n c i a l p e n a l t i e s , and we can go 

i n t o the d e t a i l s of those w i t h Mr. Kasper? 

A. Yes, t h a t ' s my understanding. 

Q. You also mentioned e a r l i e r today the amount of 
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' n o t i c e , I be l i e v e , t h a t i s t y p i c a l l y given and you r e f e r a t 

2 page 14, l i n e 2 t o one t o two hours under c u r r e n t 

•l i n t e r r u p t i b l e service agreements. 

4 A. That's my understanding of the t a r i f f 

ft p r o v i s i o n s . 

fi Q. I s i t your understanding t h a t ' s a t a r i f f 

requirement or a negotiated c o n t r a c t requirement? 

H A. I don't know. 

9 JUDGE TURNER: What's the dif f e r e n c e ? Aren't the 

10 negotiated con t r a c t s then embodied i n the t a r i f f ? 

MR. KLEPPINGER: Well, Your Honor, I ' d l i k e t o 

12 d i s t r i b u t e the t a r i f f t o e l u c i d a t e t h a t s u b j e c t . 

i:( JUDGE TURNER: Okay. 

14 MR. KLEPPINGER: I'd l i k e t o have marked f o r 

i d e n t i f i c a t i o n as PPLICA Cross-Examination E x h i b i t No. 4 a 

copy of — 

JUDGE TURNER: Has i t been d i s t r i b u t e d ? 

is MR. KLEPPINGER: Not yet — PP&L's Rate Schedule 

19 LP-5, Supplement No. 53 t o E l e c t r i c - Pa. P.U.C. No. 200, 

20 which c a r r i e s an e f f e c t i v e date of February 15, 1995. 

21 JUDGE TURNER: Thank you. The company has received 

*>•>• i t . Please l e t me know i f you have any o b j e c t i o n s . 

2! Otherwise, I ' l l go ahead and mark i t . 

24 (Pause.) 

2.r) JUDGE TURNER: Hearing no o b j e c t i o n , i t s h a l l be 
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marked. 

2 (Whereupon, the document was marked as PPLICA 

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

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

ft BY MR. KLEPPINGER: 

fi Q. Mr. Kasper, I'd l i k e t o draw your a t t e n t i o n — 

MR. GADSDEN: S i p i c s . 

8 MR. KLEPPINGER: I'm so r r y , S i p i c s . 

9 THE WITNESS: I'm s t i l l here. 

10 MR. KLEPPINGER: See, I've got a t a r i f f i n f r o n t of 

me, I'm t h i n k i n g "Kasper." 

12 THE WITNESS: Good t h i n k i n g . 

(Laughter.) 

14 BY MR. KLEPPINGER: 

ift Q. The l a s t page of t h i s e x h i b i t under "Hours of 

ifi I n t e r r u p t i o n , " doesn't the t a r i f f i n d i c a t e i n the second t o 

the l a s t sentence t h a t , "Whenever poss i b l e , the customer 

18 w i l l be n o t i f i e d i n advance of a probable i n t e r r u p t i o n and 

19 the estimated d u r a t i o n of the i n t e r r u p t i o n " ? 

20 A. That's the way I read i t . 

21 Q. And do you see any reference there t o a r e q u i r e d 

one- t o two-hour notice? 

2:i A. No, I don't. 

24 Q. L a s t l y , Mr. S i p i c s , i n response t o questions I 

beli e v e from Ms. McCloskey, you used a term, " f u l l y 
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competitive generation market." 

A. Yes. 

Q. And I would l i k e t o have you provide your 

d e f i n i t i o n of what you mean by " f u l l y c ompetitive generation 

market". 

A. My d e f i n i t i o n would be t h a t the revenues t h a t a 

generator produces are whatever he could get on a c o n t r a c t 

w i t h a user. There's no t i e between the company's 

generation and the company's customers' loads. 

Q. And do you l i m i t t h a t market by PP&L se r v i c e 

t e r r i t o r y boundaries, or do you extend i t beyond those 

boundaries? 

A. No. I t would be a re g i o n a l marketplace, 

c e r t a i n l y . 

Q. And would t h a t r e g i o n a l marketplace i n c l u d e a l l 

buyers of power and a l l s e l l e r s of power? 

A. That's the basis, yes. 

MR. KLEPPINGER: Thank you f o r t h a t c l a r i f i c a t i o n . 

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

JUDGE TURNER: Mr. McCormick? 

MR. McCORMICK: I have no cross, Your Honor. 

JUDGE TURNER: Mr. Epstein? 

MR. EPSTEIN: About f i v e , s i x minutes a t the most. 

JUDGE TURNER: Go ahead. 

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



316 

CROSS-EXAMINATION 

2 BY MR. EPSTEIN: 

3 Q. Mr. S i p i c s , how are you doing? 

4 A. A l l r i g h t , Mr. Epstein. 

Q. I'm Mr. Epstein, representing Mr. Epstein. 

fi Just a couple questions f o r you. What percent of the 

7 e l e c t r i c a l generation does the Susquehanna nuclear power 

8 p l a n t c o n t r i b u t e t o PP&L's t o t a l capacity? 

fl A. You're asking t h a t question on a capac i t y basis? 

10 Q. Right. 

A. I t ' s around 25 percent. I can get you a more 

12 exact number, i f you want. 

Q. Yeah, I would. 

14 MR. EPSTEIN: Do I need t o make an on-the-record data 

15 request f o r that? 

10 JUDGE TURNER: Yes. 

MR. GADSDEN: We can make t h a t c a l c u l a t i o n i f you'd 

18 l i k e . 

10 MR. EPSTEIN: Okay, thanks. 

20 JUDGE TURNER: Okay, f i n e . 

BY MR. EPSTEIN: 

'>•> Q. Do you f e e l t h i s c o n s t i t u t e s an o v e r - r e l i a n c e on 

23 one source of e l e c t r i c a l generating? 

2'i A. I don't believe so. We have probably twice t h a t 

25 i n coal resources and our other options I guess are gas and 
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o i l , and so 25 percent i n nuclear. 

Q. But one-fourth of the capacity would be coming 

from the two u n i t s at the Susquehanna nuclear power plant? 

A. That's r i g h t . One of the reasons we're able t o 

b u i l d u n i t s t h a t size i s because of being a member of PJM, 

so you take advantage of the d i v e r s i t y of outages on PJM. 

Q. I n your opinion, then, does the Susquehanna 

nuclear power p l a n t provide r e l i a b l e reserves of e l e c t r i c a l 

capacity? 

A. I would say yes. We j u s t came o f f , i n f a c t we 

haven't q u i t e yet come o f f of a record run of Susquehanna, a 

world record f o r two u n i t BWRs. I t ' s 280 days and counting, 

I don't know, 280-how many. 

I t w i l l end when the r e f u e l i n g outage s t a r t s I t h i n k 

on the weekend. 

Q. I read about i t i n my annual r e p o r t . 

JUDGE TURNER: Just t o be c l e a r , most of us 

understand t h a t BW means " b o i l i n g water." 

THE WITNESS: B o i l i n g water r e a c t o r s , yes. 

BY MR. EPSTEIN: 

Q. Okay, the Susquehanna Nuclear power p l a n t U n i t 1 

was shut down u n t i l January 22, 1994; i s t h a t c o r r e c t ? 

A. On an extended r e f u e l i n g outage, yes. 

Q. Can you e x p l a i n the circumstances, why i t had t o 

be shut down longer than you anticipated? 
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A. I t h i n k I t e s t i f i e d e a r l i e r , I don't know a l l of 

2 the gory d e t a i l s . The nuclear people could probably t a l k 

•! about i t b e t t e r . 

4 But I know there was an extension f o r a couple of 

reasons. They had some problems on a r e f u e l i n g b r i d g e , and 

fi I t h i n k the most s i g n i f i c a n t problem was we f e l t i t was 

7 necessary t o replace j e t pump support beams. They 

8 discovered a problem on one of the s i m i l a r r e a c t o r s 

9 elsewhere, and we decided i t was prudent t o do t h a t w h i l e we 

10 had the u n i t out of service. 

Q. I believe i t was i n a re a c t o r i n M i s s i s s i p p i . 

12 A. I believe you're r i g h t . 

Q. Can you describe why Unit 2 was also shut down 

M durin g a s i m i l a r period of time? I be l i e v e Unit 1 came back 

on l i n e on January 22nd and then Unit 1 went o f f l i n e on 

t h a t date. 

A. Yes, Unit 2 I believe t r i p p e d on January 20th, 

18 e a r l y i n the morning of January 20th, but I don't r e c a l l the 

19 reason. 

20 Q. Just so I understand c o r r e c t l y , a generating 

21 s t a t i o n t h a t provides 25 percent of your c a p a c i t y , which you 

•>•> would consider t o be r e l i a b l e , was unavailable when i t was 

2:1 most needed? 

21 A. For t h a t snapshot of time, i t was u n a v a i l a b l e . 

2:> Q. You're aware, I'm sure, t h a t PP&L has 
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c o n t r a c t u a l agreements t o s e l l e l e c t r i c i t y t o Baltimore Gas 

2 & E l e c t r i c ? 

3 A. Yes. 

'i Q. Jersey Central Power & Light? 

ft A. Yes. 

fi Q. A t l a n t i c C i t y E l e c t r i c ? 

7 A. Yes. 

8 Q. What percentage of PP&L's generating c a p a c i t y i s 

f s o l d through these c o n t r a c t u a l arrangements, j u s t t o these 

10 PJM companies? 

11 A. Again, i t ' s roughly 125 megawatts t o Baltimore 

12 Gas & E l e c t r i c ; 125 megawatts, plus or minus a couple, t o 

I'I A t l a n t i c E l e c t r i c ; and 945 megawatts t o Jersey C e n t r a l . 

M So i f you sum t h a t up, we're somewhere around 1,200, 

15 and we can provide the exact percentage. 

[fi Q. Okay, I would appreciate t h a t . Those agreements 

then are p r o f i t a b l e f o r the company, the sale of t h a t 

18 e l e c t r i c i t y t o these three companies i n p a r t i c u l a r ? 

10 A. When you say " p r o f i t a b l e , " I guess — 

20 Q. You make money o f f the transaction? 

21 A. We've negotiated those sales on a cost of 

service basis, so those u t i l i t i e s are paying us the same 

2'! costs t h a t our customers pay f o r s i m i l a r c a p a c i t y . I t ' s 

24 d i f f e r e n t i n each case. Sometimes i t ' s nuclear i n the case 

of Baltimore; i t ' s coal i n the case of A t l a n t i c C i t y ; and 
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i t ' s a s l i c e of system i n the case of Jersey C e n t r a l . 

Q. But you're not l o s i n g money when you make the 

sale t o these companies? 

A. No. 

Q. Okay, so i t would be a net gain f o r the company? 

A. Well, i f they were i n r a t e base, we'd be g e t t i n g 

the same revenues. 

Q. Okay. What percentage of e l e c t r i c i t y i s so l d t o 

companies o f f the grid? 

A. I t ' s hard t o put i n t o a percentage because our 

sales o f f the g r i d are sometimes strange sales l i k e output 

r e s e r v a t i o n s , and there's not a l o t of energy associated 

w i t h them. I t ' s kind of an opt i o n f o r somebody t o use our 

capacity. So I'm not sure how e x a c t l y t o answer t h a t . 

Q. I'm j u s t curious. Would i t be greater or less 

than the sales t o companies w i t h i n the grid? 

A. Less. 

Q. Are ratepayers then a t any p o i n t — and I'm 

unclear t o t h i s , so I'm kind of naive, I guess — are they 

a d d i t i o n a l l y assessed f o r the sale of any of t h i s 

e l e c t r i c i t y t o other companies? 

I n other words, you s e l l the e l e c t r i c i t y t o the 

companies; do the ratepayers p i c k up any a d d i t i o n a l fee on 

top of that? 

A. No. I n the case of the f i r m sales you t a l k e d 
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about t o the PJM companies, we're recovering the revenues 

from the companies we're s e l l i n g them t o , and so we're not 

c o l l e c t i n g anything from our customers on the s l i c e of 

system t o Jersey and the others. 

Q. So there wouldn't be any d o u b l e - b i l l i n g on t h a t ? 

A. No d o u b l e - b i l l i n g . And i n the case of sales 

outside the pool, those are generally r e f l e c t e d through the 

ECR t o the extent there are energy r e l a t e d revenues. 

They're r e f l e c t e d i n the r a t e base t o the extent there's 

capacity r e l a t e d revenues. 

Q. Just one l a s t question, and I ' l l l e t you go f o r 

the day, h o p e f u l l y . I was curious as t o what impact — I 

know t h a t Power Markets has received approval from the 

Public U t i l i t y Commission, S e c u r i t i e s Exchange Commission 

and the Nuclear Regulatory Commission. 

When they generate e l e c t r i c i t y , what k i n d of impact 

would t h a t have? I know the e l e c t r i c i t y i s going t o be 

obviously some way t h a t i t wouldn't be able t o be 

communicated t o our r a t e base. 

A. At t h i s p o i n t , they have no resources t o 

generate e l e c t r i c i t y w i t h . What they would probably do i s 

i n v e s t i n p r o j e c t s somewhere, whatever. I t could even be 

overseas. So there wouldn't be a connection t o — 

Q. Okay, but c u r r e n t l y , they have $50 m i l l i o n set 

aside f o r such investments? 
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A. That was money t h a t we provided t o PMD t o get 

them s t a r t e d , but we d i d n ' t provide any resources, any 

generating resources w i t h t h a t . 

Q. Do you know i f t h a t money came from ratepayer, 

from the ratepayers? 

A. I don't know, but I t h i n k i t was a bottom l i n e 

t r a n s f e r , so I would say no. But again, I hate t o say t h a t , 

since I'm not — 

MR. EPSTEIN: Mr. Gadsden, do you know who I might be 

able t o address t h a t question to? 

MR. GADSDEN: Mr. H i l l , who w i l l be here Monday 

morning. 

MR. EPSTEIN: Okay, thanks. 

Have a wonderful day i n the neighborhood. 

JUDGE TURNER: Are you through, Misterogers? 

(Laughter.) 

MR. EPSTEIN: I t h i n k so. He might not be around 

next year, but I t h i n k we're a l l okay r i g h t now. 

JUDGE TURNER: I have a couple questions I ' d l i k e t o 

ask. References were made throughout cross-examination and 

your answers t o 500 megawatts of i n t e r r u p t i b l e and 290 

megawatts. Since there are no equivalent f i g u r e s on JFS-1, 

on what columns would we f i n d t h a t 290 or where would the 

500 be? 

THE WITNESS: The 500, as f a r I'm concerned, i s n ' t 
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r e l e v a n t t o JFS-1 because we're showing on here what our 

resources are or are a n t i c i p a t e d t o be. 

I don't make t h a t f o r e c a s t , but the people who d i d 

deemed t h a t the 290 was appropriate, probably r e f l e c t i n g — 

JUDGE TURNER: Where i s the 290? 

THE WITNESS: The 290 i s e s s e n t i a l l y r e f l e c t e d i n 

Column 7, where i t says, " I n t e r r u p t i b l e Load Adjustment." 

What you see there i s 345, which i s r e a l l y 290 increased t o 

20 percent t o recognize we don't have t o c a r r y the reserves 

on i t . So you won't see the 290 number i t s e l f , but y o u ' l l 

see the capacity equivalent of t h a t 290 number, and t h a t ' s 

t h a t 345. 

JUDGE TURNER: And the 500 number which you say i s 

not r e l e v a n t would r e a l l y replace the 345, and t h a t i s why 

concomitantly the w i n t e r peak load would go up? 

THE WITNESS: No. I t h i n k , as Mr. Kleppinger put i t , 

the 500, i f we've got t h a t , i f you get i n t e r r u p t i b l e 

customers up t o 500, nobody went o f f but we got a d d i t i o n a l 

ones, and then you d i d the same t r a n s l a t i o n t o capacity 

equivalents by m u l t i p l y i n g by 20 percent, you'd a c t u a l l y put 

a 600 here r a t h e r than 345. 

JUDGE TURNER: And then t h a t would increase your 

w i n t e r peak load accordingly? 

THE WITNESS: Well, I guess i t would have t o , since 

the only way t o get i t , due t o closure, would be e x i s t i n g 
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customers increasing t h e i r load, so you'd have an increase 

i n load but you'd have an o f f s e t t i n g increase i n a v a i l a b l e 

•* i n t e r r u p t i b l e load adjustment. 

4 JUDGE TURNER: Didn't you say t h a t your w i n t e r peak 

load would then be over 10,000? 

fi THE WITNESS: Maybe I should c l a r i f y t h a t . When Ms. 

7 Brandeis asked about, i s n ' t the sum of the i n t e r r u p t i b l e 

8 load t h a t we have on the system greater than 290, what I was 

9 suggesting was, i f you summed up t h e i r p o t e n t i a l maximum 

10 demands, i t would be. 

n But a p a r a l l e l t o t h a t then, why I was suggesting 

12 t h a t wasn't a prudent t h i n g t o do, as a p a r a l l e l t o t h a t , 

13 you'd have t o sum up the maximum demands of a l l your 

14 customers when you reported your w i n t e r peak load and you'd 

15 r e p o r t a much greater number than 6,605. 

ifi I f I misled anybody by g e t t i n g i n t o t h a t e x p l a n a t i o n , 

17 j u s t leave i t aside. 

18 JUDGE TURNER: I don't t h i n k you misled anybody. 

19 Probably everybody else understands i t , but I d i d n ' t , and I 

20 asked j u s t t o be c l e a r . 

21 I t h i n k t h a t i s my l a s t c l a r i f y i n g question. I guess 

one other t h i n g : You said t h a t your d e f i n i t i o n of a 

2'! competitive market was, there was no t i e between the 

24 customers' needs and the company's capacity; i s t h a t r i g h t ? 

25 THE WITNESS: Yes. I mean, there could be 
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c o n t r a c t u a l t i e s , c e r t a i n l y . 

JUDGE TURNER: What about the r e l a t i o n s h i p between 

the company's costs and the p r i c e a t which they would s e l l 

t h e i r power? 

THE WITNESS: Those are some of the d e t a i l s we have 

t o work out i n our t r a n s i t i o n t o competition, the stranded 

investment concern. 

JUDGE TURNER: But would you say there would or would 

not be a r e l a t i o n s h i p ? You could charge whatever you 

wanted, despite what your costs were; i s t h a t c o r r e c t ? 

THE WITNESS: I n a f u l l y c ompetitive market, yes. 

JUDGE TURNER: Thank you. 

Mr. Gadsden, do you have any r e d i r e c t ? 

MR. DeCUSATIS: I t h i n k Mr. Kleppinger has some 

a d d i t i o n a l cross. 

JUDGE TURNER: I'm sor r y . 

MR. KLEPPINGER: No, I j u s t d i d n ' t move my e x h i b i t . 

JUDGE TURNER: Oh, thank you f o r reminding me. 

MR. KLEPPINGER: PPLICA No. 4, I'd l i k e t o move f o r 

t h a t a t t h i s time, and i f the p a r t i e s would hold on t o t h a t , 

because we w i l l probably be g e t t i n g back t o t h a t e x h i b i t 

next week. 

JUDGE TURNER: Okay. I would expect the p a r t i e s 

would hold t o i t . Since there was no o b j e c t i o n a t the time 

of marking, i t w i l l be admitted. 
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(Whereupon, the document marked as PPLICA 

2 Cross-Examination E x h i b i t No. 4 was received 

3 i n evidence.) 

4 JUDGE TURNER: Mr. Gadsden? 

MR. GADSDEN: I f I could have perhaps f i v e minutes t o 

discuss w i t h Mr. S i p i c s , I t h i n k we may have some very 

l i m i t e d r e d i r e c t . 

JUDGE TURNER: Okay. We'll expect t o go back on the 

9 record a t 2:35. 

10 (Recess.) 

11 JUDGE TURNER: Back on the record. 

12 REDIRECT EXAMINATION 

i;s BY MR. GADSDEN: 

14 Q. Mr. S i p i c s , do you s t i l l have a copy of what was 

15 admitted as O f f i c e of T r i a l S t a f f Cross-Examination E x h i b i t 

No. 3? 

A. Yes, I do. 

is Q. Attached as p a r t of t h a t e x h i b i t , and i n f a c t 

19 comprising the l a s t four pages of i t i s the company's 

20 response t o O f f i c e of T r i a l S t a f f I n t e r r o g a t o r y RB-57, and 

21 you were asked c e r t a i n questions by Mr. Simms w i t h respect 

'M t o t h a t question and s p e c i f i c a l l y Attachment No. 3. 

2:i Do you r e c a l l h i s questions and your answers? 

24 A. Yes, generally. 

25 Q. And do you r e c a l l having him ask you t o accept 

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



327 

8 

9 

10 

11 

12 

13 

14 

15 

Ki 

17 

18 

19 

29 

21 

22 

23 

24 

25 

subject t o check t h a t i f one were t o d i v i d e a c e r t a i n f i g u r e 

a t the bottom of the column, estimated loss generation from 

unscheduled outages, by period hours of 8,760, one would 

develop a f i g u r e of 405 megawatts? 

A. Yes, I do. 

Q. You r e c a l l t h a t . And do you r e c a l l t h a t being 

characterized as an average forced outage rate? 

A. Yes, I do. 

Q. What forced outage r a t e i s i m p l i c i t i n the 

company's 12 percent i n s t a l l e d capacity o b l i g a t i o n t o the 

PJM interconnection? 

A. Approximately 9.7 percent. 

Q. And could you t e l l us what t h a t t r a n s l a t e s i n t o 

i n terms of numbers of megawatts? 

A. Well, i f I t r i e d t o apply t h a t t o PP&L's 

i n s t a l l e d capacity on a win t e r basis using the i n s t a l l e d 

capacity i n Attachment I-B-2 t o I guess PP&L's E x h i b i t 1, 

Volume I — 

JUDGE TURNER: So you're not r e f e r r i n g t o the OTS 

Cross-Examination E x h i b i t anymore? 

THE WITNESS: No. At t h i s p o i n t , I'm t r y i n g t o get a 

capacity number t o apply the 9.71 percent t o , 9,014 f o r the 

w i n t e r of 1995. That would be about 875 megawatts. 

JUDGE TURNER: I i n t e r r u p t e d you w h i l e you were 

i d e n t i f y i n g t h a t . Would you — 
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THE WITNESS: I believe i t ' s PP&L E x h i b i t 1, Volume 

I , and i t s Attachment I-B-2. 

JUDGE TURNER: What page number? I s there page 

'1 number? 

MR. GADSDEN: That's the page des i g n a t i o n , i s 

fi Attachment I-B-2. I t ' s one page. 

7 BY MR. GADSDEN: 

8 Q. Mr. S i p i c s , i f you could e x p l a i n t o us what the 

9 d i f f e r e n c e i s between the 875 megawatt f i g u r e t h a t you j u s t 

10 c a l c u l a t e d and the 405 megawatt f i g u r e t h a t you c a l c u l a t e d 

during the course of your cross-examination by Mr. Simms? 

12 A. The 875 megawatt f i g u r e would take our average 

i;i forced outage r a t e and apply i t t o our i n s t a l l e d c a p a c i t y . 

M So i f you t r i e d t o get I guess I ' d c h a r a c t e r i z e i t as an 

expected value of forced outage megawatts, given the 9,000 

megawatt i n s t a l l e d capacity number, you'd get 875. 

What we d i d i n OTS-RB-57 was t r y t o c a l c u l a t e the 

[8 average amount of generation l o s t by forced outages, and the 

19 d i f f e r e n c e there would be t h a t a t times, u n i t s would not be 

20 c a l l e d on t o run or wouldn't be c a l l e d on t o be run a t f u l l 

21 load, and so you would get a number t h a t would be less than 

'>'> the average expected t o be forced out a t any given time. 

2.{ JUDGE TURNER: And the l a s t item t h a t you r e f e r r e d t o 

24 i s a p a r t of OTS Cross-Examination E x h i b i t No. 3? 

25 THE WITNESS: Yes, i t i s . 
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BY MR. GADSDEN: 

Q. During your cross by Mr. Epstein on behalf of 

3 Mr. Epstein, you were asked what percentage the Susquehanna 

4 p l a n t comprised of PP&L's t o t a l owned and leased c a p a c i t y , 

5 and you gave a f i g u r e of approximately 25 percent. Can you 

(i be any more precise? 

7 A. I t ' s 23 percent, i f you — you could look a t the 

8 same e x h i b i t we j u s t referenced from, PP&L E x h i b i t 1, Volume 

f) I , Attachment I-B-2, and you would get 23 percent. 

10 Q. Now, f i n a l l y , Mr. S i p i c s , during Mr. 

11 Kleppinger's cross-examination, i t was brought out t h a t the 

12 company as p a r t of t h i s t a r i f f f i l i n g had proposed t o cap 

i n t e r r u p t i b l e load at 500 megawatts. Do you r e c a l l t h a t 

M l i n e of questioning? 

A. Yes, I do. 

Q. And i n f u r t h e r answer, you i n d i c a t e d t h a t 

assuming t h a t cap were achieved and one were t o look at your 

18 E x h i b i t JFS-1, i t would be appropriate t o s u b s t i t u t e the 500 

io megawatt f i g u r e f o r the 290 megawatt f i g u r e which you 

20 i n d i c a t e d was i m p l i c i t i n Column 7 before being f a c t o r e d up 

21 t o r e f l e c t reserve margin. Do you r e c a l l t h a t response? 

A. Yes, I do. 

2:! Q. And have you had an o p p o r t u n i t y t o review t h a t 

24 matter f u r t h e r , and i f so, do you have any f u r t h e r comments 

respect t o that? 
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A. Yes. I had a misunderstanding of what we meant 

by the 500 megawatt cap. I t turns out what we meant was, 

•! the 500 megawatts of u n d i v e r s i f i e d maximum demand, and you'd 

4 have t o t r a n s l a t e t h a t t o a d i v e r s i f i e d demand, which i s 

5 somewhere between 300 and 350 megawatts. You can't be too 

fi precise on i t . 

So now, i f I were t r y i n g t o c h a r a c t e r i z e t h a t number 

8 i n t h i s column, i t would range from 120 percent of 300 or 

9 360 t o 120 percent of 350 or 420. 

10 So when I was t r y i n g t o do t h a t number o f f of 500, I 

was assuming t h a t 500 was already a d i v e r s i f i e d number, but 

12 i t ' s not. The 500 number i s an u n d i v e r s i f i e d summation of 

i'i the maximum output of the i n t e r r u p t i b l e loads. 

14 JUDGE TURNER: So you're saying, instead of the 600 

15 f i g u r e t h a t you gave Mr. Kleppinger, the c o r r e c t f i g u r e — 

Ifi THE WITNESS: Somewhere between 360 and 420, because 

the underlying f i g u r e would be between 300 and 350. 

18 MR. GADSDEN: Just f o r the p a r t i e s ' b e n e f i t . Your 

19 Honor, t h a t p a r t i c u l a r issue i s addressed s p e c i f i c a l l y by 

20 Mr. Kasper i n h i s Statement 8 at page 15. 

2! With t h a t , we present Mr. Sip i c s f o r recross. 

JUDGE TURNER: Mr. Simms? 

2:i MR. SIMMS: Your Honor, I do not have any recross f o r 

24 the witness. However, I wish t o reserve some time a f t e r 

2;) r e d i r e c t t o pose an on-the-record data request t o the 
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1 witness. 

2 JUDGE TURNER: I'm sorry, I'm not sure I understand, 

-i You want t o reserve some time a f t e r r e d i r e c t ? 

4 MR. SIMMS: I want t o reserve, a f t e r a l l the p a r t i e s 

ft have had an opportunity t o r e d i r e c t , t o c l a r i f y an on-the-

6 record data request t o the witness. 

7 JUDGE TURNER: Ms. McCloskey? 

8 MS. McCLOSKEY: I have no recross. Your Honor. 

9 JUDGE TURNER: Mr. Kleppinger? 

10 MR. KLEPPINGER: Yes, Your Honor. 

11 RECROSS-EXAMINATION 

12 BY MR. KLEPPINGER: 

l.'i Q. As I understand the import of the testimony you 

14 have j u s t given Mr. Gadsden, on E x h i b i t JFS-1, at Footnote 

15 7, the 290 megawatt number i s s p e c i f i c a l l y referenced i n 

10 t h a t footnote? 

17 A. Yes, i t i s . 

18 Q. And what you're saying now i s t h a t between 1995 

19 and the year 2003, PP&L would not expect t o add any more 

20 than 10 megawatts t o 60 megawatts of a d d i t i o n a l 

21 i n t e r r u p t i b l e load; i s t h a t correct? 

22 A. I d i d n ' t make the f o r e c a s t , but — 

23 Q. But t h a t ' s — 

24 A. — yes, but t h a t ' s e s s e n t i a l l y what's — 

25 Q. — what's i m p l i c i t i n your answer? 
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A. Yes. 

2 JUDGE TURNER: Please w a i t . 

-J Ask your question, Mr. Kleppinger. 

4 BY MR. KLEPPINGER: 

5 Q. I m p l i c i t i n the answer you gave t o Mr. Gadsden, 

fi though, i s t h a t the 290 over t h i s f orecast p e r i o d can only 

7 grow t o between 300 and 350 megawatts, correct? 

8 A. On net, yes. 

9 Q. And then l i k e w i s e , the i n t e r r u p t i b l e load 

K) adjustment on E x h i b i t JFS-1 during t h i s f o r e c a s t p e r i o d 

would only have the p o t e n t i a l t o grow from 340 megawatts as 

12 st a t e d on E x h i b i t JFS-1 now t o something i n the range of 360 

l.'i megawatts t o 420 megawatts? 

14 A. As I understand what we've proposed, yes. Maybe 

15 Mr. Kasper w i l l be able t o shed some other l i g h t on the 

Ifi s ubject. 

17 MR. KLEPPINGER: That r e a l l y was my next question t o 

18 Mr. Gadsden, whether we should await Mr. Kasper t o e x p l a i n 

19 the use of the 500 megawatts as i t ' s embodied i n the 

2(i proposed t a r i f f . 

MR. GADSDEN: Yes. 

MR. KLEPPINGER: Thank you, Mr. S i p i c s . 

2:i THE WITNESS: You're welcome. 

24 JUDGE TURNER: Mr. Epstein? 

MR. EPSTEIN: Yes, I have two quick questions over 
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here. 

RECROSS-EXAMINATION 

S BY MR. EPSTEIN: 

4 Q. The 23 percent f i g u r e t h a t you represented, your 

5 t o t a l capacity f o r generated and leased, what I had asked 

fi was, what was the capacity t h a t PP&L generates. 

So my question t o you, i s the 25 percent f i g u r e the 

8 amount t h a t Susquehanna nuclear s t a t i o n generates w i t h o u t 

9 regard t o lease? 

10 A. Are you asking f o r e l e c t r i c a l output, l i k e 

n energy output, k i l o w a t t - h o u r s , or — 

12 Q. I j u s t wanted t o c l a r i f y , because the f i r s t 

l.'i f i g u r e I got on the capacity f i g u r e from the Susquehanna 

14 nuclear power p l a n t was 25 percent. 

On r e d i r e c t , we got 23 percent, so I'm confused. I 

ifi j u s t want t o c l a r i f y w i t h o u t , you know, f a c t o r i n g i n the 

17 lease capacity, how much does the Susquehanna nuclear power 

18 p l a n t c o n t r i b u t e t o the capacity of PP&L as o v e r a l l 

19 capacity. 

20 A. When you say "without f a c t o r i n g i n the leased," 

21 you mean I should, i n the denominator, you wanted the 

'>'7 capacity w i t h sales removed? 

23 Q. The e l e c t r i c i t y t h a t you generate w i t h o u t 

24 purchasing j u i c e from elsewhere. 

25 A. Oh, okay. See, what we c a l c u l a t e d i s 
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e s s e n t i a l l y the percentage of our capacity resources t h a t 

are Susquehanna on a megawatt basis. Now, i t sounds l i k e 

what you are asking f o r i s the energy output of Susquehanna 

as a p o r t i o n of our t o t a l — 

Q. Right. Would t h a t be d i f f e r e n t ? 

A. — energy. That would d e f i n i t e l y be a d i f f e r e n t 

number. We'd need t o get t h a t . 

JUDGE TURNER: I f I can at t h i s p o i n t , on h i s 

o r i g i n a l cross-examination, you gave 25 percent as an 

estimated number, and there was an on-the-record data 

request t h a t you were going t o give an a c t u a l c a l c u l a t i o n . 

THE WITNESS: And we d i d t h a t on what our 

understanding of h i s question was, and t h a t was 23. 

JUDGE TURNER: And now you have t o give a d i f f e r e n t 

on-the-record data request and a d i f f e r e n t answer? 

MR. GADSDEN: We had i n t e r p r e t e d h i s i n i t i a l q uestion 

i n terms of the percentage which Susquehanna made up of our 

leased and owned i n s t a l l e d capacity, and as i t t u r n s out, 

Mr. Epstein's question r e l a t e s t o e l e c t r i c output as opposed 

t o capacity resources. We may or may not be able t o answer 

the question. 

THE WITNESS: I would t h i n k we could, i f we j u s t had 

a couple minutes t o c a l c u l a t e i t . 

JUDGE TURNER: Why don't we go o f f the record. 

(Discussion o f f the record.) 
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JUDGE TURNER: Let's go back on the record. 

The way you understand h i s question? 

THE WITNESS: Okay, the way I understand your 

question, Mr. Epstein, Susquehanna produced 31 percent of 

PP&L's energy i n 1993. 

MR. EPSTEIN: Okay. 

JUDGE TURNER: And you're t a l k i n g about t o t a l energy 

output. 

THE WITNESS: That's energy, r i g h t . The numbers we 

had t a l k e d about prev i o u s l y are on a capacity basis. 

BY MR. EPSTEIN: 

Q. Because what had confused me, when I got on 

LEXUS l a s t n i g h t and looked a t your 10-K, i t said 36.4, and 

th a t ' s why I was astonished a t the 23, 25. 

A. Yes, t h a t ' s the d i f f e r e n c e . We're t a l k i n g 

energy versus capacity. 

Q. Just one question. I was wondering i f you were 

able t o r e t r i e v e the data on what percentage of e l e c t r i c i t y 

you s e l l t o e l e c t r i c companies outside the PJM g r i d , i f you 

were able t o determine i n our b r i e f break. 

I f not, I t h i n k I already made a request and I can 

get i t l a t e r . 

MR. GADSDEN: We'll take t h a t as an on-the-record 

data request. 

MR. EPSTEIN: Thanks. 
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JUDGE TURNER: I s t h a t i t , Mr. Ep s t e i n ? 

MR. EPSTEIN: Yes. Did I g e t my annual r e p o r t back? 

(Document handed t o Mr. E p s t e i n . ) 

JUDGE TURNER: I t seems t o me t h a t i n l i g h t o f t h i s 

c o l l o q u y , we might need t o c l a r i f y f o r Mr. E p s t e i n y o u r 

answer t o h i s q u e s t i o n on s a l e s t o B a l t i m o r e Gas & E l e c t r i c 

and t h e two o t h e r companies. 

Are those s a l e s o f energy o r o f c a p a c i t y ? 

THE WITNESS: I d i d those on t h e c a p a c i t y b a s i s , 

a l s o . 

JUDGE TURNER: Those were on a c a p a c i t y b a s i s ? 

THE WITNESS: Yes. I f he wants them on — 

JUDGE TURNER: I s t h a t how you und e r s t o o d t h e answer, 

Mr. Ep s t e i n ? 

MR. EPSTEIN: I ' d have t o t h i n k about t h a t , t o be 

honests I ' d be d i s h o n e s t i f I s a i d — i t t a k e s a l i t t l e 

t i m e f o r me t o p e r c o l a t e down. 

JUDGE TURNER: W e l l , i f you need a c l a r i f i c a t i o n , I'm 

sure you can come back and make t h a t r e q u e s t . 

MR. EPSTEIN: Okay, thank you. Your Honor. 

JUDGE TURNER: Now, you had an o n - t h e - r e c o r d d a t a 

request? 

MR. SIMMS: Yes, Your Honor. I f y o u ' l l r e c a l l , 

d u r i n g my c r o s s - e x a m i n a t i o n , we had r e q u e s t e d an o p p o r t u n i t y 

t o have o f f - t h e - r e c o r d d i s c u s s i o n as opposed t o p o s i n g an 
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on-the-record data request of the company. 

The on-the-record data request, Mr. S i p i c s , i s f o r 

the peak day, February 6, 1995, could the company compare 

the NUG capacity f a c t o r w i t h PP&L's a v a i l a b i l i t y percentage 

of i t s generating u n i t s t h a t were operating? 

THE WITNESS: Yes. We can provide t h a t . 

MR. SIMMS: Thank you. 

JUDGE TURNER: And as we stated before, Mr. Gadsden I 

believe said once t h a t was c l e a r , he could do t h a t w i t h i n 

ten days. 

MR. GADSDEN: Yes. 

JUDGE TURNER: I s there anything else before we allo w 

t h i s witness t o step down? 

(No response.) 

JUDGE TURNER: You may be excused. Thank you, Mr. 

Sip i c s * 

THE WITNESS: Thank you, Your Honor. 

(Witness excused.) 

JUDGE TURNER: Mr. Gadsden, are you ready t o proceed 

w i t h Mr. Kleha? 

MR. GADSDEN: Yes, and Mr. MacGregor w i l l be 

presenting him. 

JUDGE TURNER: Mr. MacGregor? 

MR. MacGREGOR: Yes, thank you. Your Honor. We'd 

l i k e t o c a l l Mr. Kleha at t h i s time. 
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JUDGE TURNER: Good afternoon, Mr. Kleha. 

MR. KLEHA: Good afternoon. 

Whereupon, 

JOSEPH M. KLEHA 

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

JUDGE TURNER: W i l l you s t a t e your name and s p e l l i t 

f o r the record? 

THE WITNESS: My name i s Joseph M. Kleha, s p e l l e d 

K-L-E-H-A. 

JUDGE TURNER: Let's go o f f the record. 

{Discussion o f f the record.) 

JUDGE TURNER: Let's go back on the record. 

We'll note t h a t while we were o f f the record, Mr. 

Simms passed out two e x h i b i t s which I be l i e v e w i l l be 

i d e n t i f i e d during h i s cross-examination as OTS cross-

examination e x h i b i t s . 

Are there any other cross-examination e x h i b i t s t o be 

passed out now? 

{No response.) 

JUDGE TURNER: Can counsel and the pro se person 

i d e n t i f y about how much time they have? 

MR. SIMMS: I have very short, less than f i v e 

minutes. 

JUDGE TURNER: Ms. McCloskey? 

MS. McCLOSKEY: I have about h a l f of what I had f o r 
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Mr. S i p i c s , and I'm hoping a half-hour. 

JUDGE TURNER: I'm j u s t wondering, are we going t o go 

u n t i l 4:30 or 5:00 or are we going t o go l a t e r ? That's 

r e a l l y i n f o r m a t i o n f o r the court r e p o r t e r who i s doing one-

day d e l i v e r y . 

I t seems l i k e we w i l l be f i n i s h e d by f i v e , then, by 

present p r o j e c t i o n s . 

MR. KLEPPINGER: My guess i s t h a t a l o t of what Ms. 

McCloskey w i l l do w i l l be s i m i l a r t o mine, so i t should be 

short . I t h i n k the same issues w i l l be addressed. 

JUDGE TURNER: I d i d n ' t mean t o overlook you, but I 

thought I had eye contact and saw your head nodding, so I 

thought t h a t you were going along w i t h the 5:00. I'm s o r r y . 

MR. KLEPPINGER: Oh, yes, yes, I was. 

MR. EPSTEIN: I have t o pick up my daughter a t day 

care i n 45 minutes, and I was wondering i f the order could 

po s s i b l y be changed so I could leave before then. I don't 

know i f t h a t would be a problem or not. 

JUDGE TURNER: How much time do you need? 

MR. EPSTEIN: Five minutes. 

JUDGE TURNER: Why don't we l e t Mr. Simms go f i r s t , 

and then you can go second, i f t h a t ' s a l l r i g h t w i t h you. 

MS. McCLOSKEY: That's f i n e w i t h me, Your Honor. 

JUDGE TURNER: A l l r i g h t . 

Mr. Simms? 
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MR. MacGREGOR: Your Honor, I need t o i d e n t i f y some 

documents w i t h respect t o Mr. Kleha. 

JUDGE TURNER: Mr. MacGregor? 

MR. MacGREGOR: Thank you. The f i r s t one i s 

captioned, Pennsylvania Power & L i g h t Company D i r e c t 

Testimony of Joseph M. Kleha. 

I t was d i s t r i b u t e d as p a r t of the company's o r i g i n a l 

f i l i n g and also supplied t o the court r e p o r t e r a t the 

prehearing conference, and I would ask t h a t i t be marked f o r 

purposes of i d e n t i f i c a t i o n as PP&L Statement No. 7. 

JUDGE TURNER: I t may be so marked. 

(Whereupon, the document was marked as PP&L 

Statement No. 7 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 , there i s a document 

captioned, Pennsylvania Power & L i g h t Company Cost 

A l l o c a t i o n Study, Test Year Ended September 30, 1994, and I 

would ask t h a t t h a t document 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 JMK-1. 

JUDGE TURNER: I t may be so marked. 

(Whereupon, the document was marked as PP&L 

E x h i b i t No. JMK-1 f o r i d e n t i f i c a t i o n . ) 

MR. MacGREGOR: The next document i s e n t i t l e d , 

Pennsylvania Power & L i g h t Company Cost A l l o c a t i o n Study, 

Test Year Ended September 30, 1995, and I would ask t h a t 

t h a t document 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 JMK-2. 
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JUDGE TURNER: I t may be so marked. 

(Whereupon, t h e document was marked as PP&L 

E x h i b i t No. JMK-2 f o r i d e n t i f i c a t i o n . ) 

MR. MacGREGOR: And f i n a l l y , t h e l a s t document i s 

c a p t i o n e d , Pennsylvania Power & L i g h t Company D i s t r i b u t i o n 

S u b f u n c t i o n a l i z a t i o n / C l a s s i f i c a t i o n S t u d i e s , A l l o c a t i o n o f 

Meter Costs, and I would ask i t be marked as E x h i b i t JMK-3. 

JUDGE TURNER: I t may be so marked. 

(Whereupon, t h e document was marked as PP&L 

E x h i b i t No. JMK-3 f o r i d e n t i f i c a t i o n . ) 

DIRECT EXAMINATION 

BY MR. MacGREGOR: 

Q. Mr. Kleha, do you have b e f o r e you a copy o f PP&L 

Statement No. 7? 

A. I do. 

Q. I s t h a t a copy o f your d i r e c t t e s t i m o n y i n t h i s 

proceeding? 

A. I t i s . 

Q. Was t h i s document prepared e i t h e r by you o r 

under your d i r e c t s u p e r v i s i o n ? 

A. I t was. 

Q. Do you have any changes, a d d i t i o n s o r 

c o r r e c t i o n s t o make t o Statement No. 7 a t t h i s time? 

A. No, I do n o t . 

Q. And i f I were t o ask you t h e same q u e s t i o n s 
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contained i n Statement 7 again today, would your answers be 

the same as those contained therein? 

:! A. They would. 

4 Q. Would those answers be t r u e and c o r r e c t t o the 

best of your knowledge? 

fi A. They are. 

7 Q. Mr. Kleha, were you also responsible f o r the 

8 preparation of the three e x h i b i t s t h a t were marked f o r 

9 i d e n t i f i c a t i o n as E x h i b i t JMK-1, JMK-2 and JMK-3? 

10 A. They were prepared under my d i r e c t i o n . 

Q. Do you have any ad d i t i o n s or c o r r e c t i o n s t o make 

12 t o those e x h i b i t s a t t h i s time? 

in A. Yes, I do. I n E x h i b i t JMK-1, i f the p a r t i e s 

14 would t u r n t o page 56, l i n e 16, under the column marked, 

"Net E l e c t r i c Department Generation Level Energy," the 

Ki number shown i s 34,760,962. I t should read, 34,772,881. 

17 The same l i n e — 

18 JUDGE TURNER: Would you repeat t h a t f o r those of us 

19 who don't w r i t e as f a s t as you t a l k ? 

20 THE WITNESS: Surely. The number t h a t i s c u r r e n t l y 

shown there i s 34,760,962. I t should be 34,772,881. 

99 JUDGE TURNER: Thank you. 

9;; THE WITNESS: And the same l i n e item under the column 

24 marked, "Pennsylvania J u r i s d i c t i o n , " the number now reads, 

33,333,634. I t should read, 33,334,553. 
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JUDGE TURNER: I n my volume, i t reads, "3-2-2", not 

"3-3-3". 

THE WITNESS: I'm sorry, "3-2-2". I had i t crossed 

out, hard t o read. 

JUDGE TURNER: So i t ' s "3-3-4" — 

THE WITNESS: "5-5-3". 

I f the p a r t i e s would i n t h a t same e x h i b i t t u r n t o 

8 page 178, under the column headed — 

E) JUDGE TURNER: I don't see t o have a page 178. 

10 Perhaps I'm i n the wrong e x h i b i t . JMK-1? 

THE WITNESS: Page 178. 

12 JUDGE TURNER: My l a s t page i s 167. 

in THE WITNESS: That's not a f u l l e x h i b i t , then. 

14 JUDGE TURNER: Let's go o f f the record. 

(Discussion o f f the record.) 

JUDGE TURNER: Let's go back on the record. 

THE WITNESS: On page 178, E x h i b i t JMK-1, under the 

[8 column headed, "Annualized Sales Generation Level, MWH," the 

19 second f i g u r e shown on there f o r the RS r a t e class i s 

20 12,140,483. I t should be 12,140,467. 

21 The s i x t h f i g u r e down f o r the LP-5 r a t e class r i g h t 

now i s shown as 5,779,999. I t should read 5,780,001. 

2:{ The 11th number down, l i s t e d as t o t a l PUC, now reads 

24 33,159,068. I t should read 33,334,553. 

2;j And the l a s t f i g u r e i n t h a t column, t o t a l system 
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sales, now reads 34,597,396. I t should read 34,772,881. 

2 I would i n d i c a t e t h a t the c o r r e c t i o n s I j u s t made had 

3 no e f f e c t on the c a l c u l a t i o n s i n Part I I I of t h i s e x h i b i t . 

4 BY MR. MacGREGOR: 

5 Q. Does t h a t complete your corr e c t i o n s ? 

6 A. I have one c o r r e c t i o n t o E x h i b i t JMK-2. I t ' s on 

page 199 of E x h i b i t JMK-2. Under the column shown as 

8 "Annualized Sales Generation Level," the 10th l i n e down, f o r 

9 the LP-EP group, i t ' s shown as a blank. The number should 

10 be 152,923. 

Two l i n e s below t h a t , t o t a l PUC now reads 33,311,631. 

12 I t should read 33,464,555. 

13 And the f i n a l c o r r e c t i o n i s the l a s t f i g u r e on t h a t 

14 column, t o t a l system sales. I t now reads 34,734,197. I t 

should read 34,887,121. 

Again, I would add t h a t t h a t c o r r e c t i o n has no e f f e c t 

on Part I I I of t h i s e x h i b i t , which i s the c a l c u l a t i o n s . 

18 Q. Does t h a t complete your corr e c t i o n s ? 

19 A. I t does. 

20 Q. With those c o r r e c t i o n s , Mr. Kleha, i s the 

21 i n f o r m a t i o n contained i n E x h i b i t s JMK-1, JMK-2 and JMK-3 

t r u e and c o r r e c t t o the best of your knowledge? 

23 A* I t i s . 

24 JUDGE TURNER: Your Honor, I would l i k e a t t h i s time 

•JA t o move the admission of PP&L Statement 7 and E x h i b i t s 
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JMK-1, 2 and 3, subject t o cross-examination and motions. 

JUDGE TURNER: Before we do t h a t , d i d you at the 

:\ pre-hearing conference submit these e x h i b i t s ? 

.1 MR. MacGREGOR: Yes, Your Honor. 

JUDGE TURNER: And they've been admitted i n t o the 

record? 

MR. MacGREGOR: They were not admitted i n t o the 

S record. Copies were provided t o the co u r t r e p o r t e r . 

9 JUDGE TURNER: And th a t ' s what the c o u r t r e p o r t e r 

10 w i l l submit w i t h the t r a n s c r i p t , and i s t h a t what's on f i l e 

w i t h the f i l i n g ? 

12 MR. MacGREGOR: Yes. 

i;i JUDGE TURNER: How do you propose t o handle the 

14 c o r r e c t i o n s t o those copies? 

15 MR. MacGREGOR: I would say the c o r r e c t i o n s were 

IK noted on the t r a n s c r i p t . Do they need t o be marked on — 

JUDGE TURNER: I t h i n k t h a t c o r r e c t e d pages should be 

IS provided f o r the ones i n the Commission f i l e s , and perhaps 

19 also f o r the court r e p o r t e r , so t h a t no copy i s f l o a t i n g 

20 around without a c o r r e c t i o n i n i t , because some people may 

21 look a t them without a t r a n s c r i p t . That's my concern. 

•><> MR. MacGREGOR: We can supply those, Your Honor. 

2:1 JUDGE TURNER: Okay, then w e ' l l take care of doing 

24 t h a t . 

•;.r, MR. MacGREGOR: Your Honor, I j u s t would note t h a t 
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Mr. Kleha i s a v a i l a b l e f o r cross-examination, but i n 

accordance w i t h the l e t t e r I sent out l a s t week t o the 

p a r t i e s s e t t i n g out the schedule, Mr. Kleha i s appearing 

today f o r cross-examination on a l l issues other than h i s 

cost of service study, and he w i l l be appearing next week 

f o r cross-examination on the cost of service study. 

JUDGE TURNER: And everyone i s prepared f o r t h a t ? 

MR. SIMMS: Yes, Your Honor. 

MS. McCLOSKEY: Yes, Your Honor. 

JUDGE TURNER: Are you done, Mr. MacGregor? 

MR. MacGREGOR: Yes, I am. Your Honor. 

JUDGE TURNER: I n t h a t case, I w i l l admit the 

statement and e x h i b i t s t h a t have been i d e n t i f i e d subject t o 

any motions t o s t r i k e or objections t h a t are r a i s e d d u r i n g 

cross-examination. 

(Whereupon, the documents marked as PP&L 

Statement No. 7 and PP&L E x h i b i t s Nos. JMK-1, 

JMK-2 and JMK-3 were received i n evidence.) 

JUDGE TURNER: We w i l l t u r n t o Mr. Simms, and he w i l l 

be followed by Mr. Epstein. 

MR. SIMMS: Thank you, Your Honor. 

CROSS-EXAMINATION 

BY MR. SIMMS: 

Q. Good afternoon, Mr. Kleha. 

A. Good afternoon, Mr. Simms. 
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MR. SIMMS: Your Honor, a t t h i s time, I would l i k e t o 

have the company's response t o OTS I n t e r r o g a t o r y RB-26D 

'A marked f o r i d e n t i f i c a t i o n as OTS Cross-Examination E x h i b i t 

4 No. 7. May i t be so i d e n t i f i e d ? 

JUDGE TURNER: I'm sorry, I d i d n ' t hear the l a s t two 

d i g i t s and — 

MR. SIMMS: OTS-RB-26D. 

8 JUDGE TURNER: And t h a t ' s number — 

9 MR. SIMMS: Seven. 

10 JUDGE TURNER: Seven? 

MR. SIMMS: Yes. Also, Your Honor, I ' d l i k e t o have 

12 the company's response t o OTS-RB-29D be marked f o r 

i:i i d e n t i f i c a t i o n as OTS Cross-Examination E x h i b i t No. 8. May 

14 i t be so i d e n t i f i e d ? 

is JUDGE TURNER: Hearing no o b j e c t i o n from the company, 

Ki they may be so marked. 

17 (Whereupon, the documents were marked as OTS 

18 Cross-Examination E x h i b i t s Nos. 7 and 8 f o r 

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

20 BY MR. SIMMS: 

21 Q. Mr. Kleha, d i d you provide the response t o 

•>•> OTS-RB-26D? 

2:i A. Yes, I d i d . 

2i Q. I n looking a t the schedule on the second page, 

•tr, do the off-system sales as r e f e r r e d t o here include the 
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capacity c r e d i t sales t o other PJM u t i l i t i e s ? 

A. Yes, they do. They are under the c a p t i o n there 

or the l i n e item, "PJM I n s t a l l e d Capacity C r e d i t " . 

Q. Thank you. And looki n g a t OTS-RB-29D, d i d you 

cosponsor the answer t o t h i s i n t e r r o g a t o r y ? 

A. Yes, I d i d . 

MR. SIMMS: Your Honor, at t h i s time, I ' d l i k e t o 

8 move f o r the admission of OTS Cross-Examination E x h i b i t No. 

9 7 and OTS Cross-Examination E x h i b i t No. 8. 

10 MR. MacGREGOR: No o b j e c t i o n , Your Honor. 

MR. SIMMS: And t h a t concludes my cross-examination. 

12 JUDGE TURNER: They may be admitted. 

(Whereupon, the documents marked as OTS 

Cross-Examination E x h i b i t s Nos. 7 and 8 

were received i n evidence.) 

Ki JUDGE TURNER: Mr. Epstein? 

17 CROSS-EXAMINATION 

18 BY MR. EPSTEIN: 

19 Q. How are you doing, Mr. Kleha? 

20 A. I'm f i n e , s i r . 

21 Q. This may be redundant, i t might have come out i n 

•>•> the ECR hearing, but i t w i l l take j u s t a moment. 

28 Does PP&L own or lease the f u e l i t uses a t the 

24 Susquehanna nuclear st a t i o n ? 

v;, A. I believe i t leases i t . 
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Q. Who i s i t leased from? 

A. I do not know the name of the c o r p o r a t i o n . 

Q. So you wouldn't be aware of the c o n d i t i o n s under 

which i t ' s leased? 

A. No, s i r . 

Q. Would you consider t h a t f u e l property held f o r 

f u t u r e use? 

A. No, s i r . 

Q. Therefore, you wouldn't have any plans t o 

reprocess i t t o use at Susquehanna or any other f a c i l i t y ? 

A. I don't know enough about the reprocessing 

a c t i o n t o t e l l you whether we i n f a c t would even be inv o l v e d 

i n something l i k e t h a t . 

Q. Perhaps there's somebody else I could ask t h a t 

question. 

JUDGE TURNER: Excuse me. I s there someone else he 

can ask t h a t question? 

MR. MacGREGOR: Not r e a l l y , among the l i n e u p of 

witnesses we have. We'd be happy t o t r y t o answer a data 

request about i t , i f you've got — 

MR. EPSTEIN: The two questions would be, since you 

don't own the f u e l t h a t you use i n Susquehanna, who owns i t , 

what are the conditions f o r the c o n t r a c t . 

MR. MacGREGOR: That's no problem. We can answer 

t h a t . 
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MR. EPSTEIN: And i n a d d i t i o n , are there any plans t o 

s e l l t h i s f u e l through reprocessing arrangements. 

:t MR. MacGREGOR: You're t a l k i n g about the spent f u e l 

4 t h e r e , or — 

MR. EPSTEIN: Yes, the spent f u e l . 

MR. MacGREGOR: We can answer t h a t . 

MR. EPSTEIN: Thank you. 

8 BY MR. EPSTEIN: 

9 Q. Would you consider — and again, t h i s may not be 

10 i n your domain — uranium dioxide an asset or l i a b i l i t y , the 

f u e l i t s e l f t h a t ' s used a t Susquehanna? 

12 A. No, we don't consider i t an asset. I t ' s not 

i;i l i s t e d on the books of the company as an asset. 

Q. Do you know how i t ' s l i s t e d as? 

ir> A. I don't believe i t would be l i s t e d on the 

Ki company's books. 

Q. So i t ' s not l i s t e d on the books as an asset and 

18 l i a b i l i t y or anything else, okay. 

19 JUDGE TURNER: I'm so r r y , I'm not c l e a r on what we're 

20 t a l k i n g about. Are we s t i l l t a l k i n g about spent f u e l ? 

21 MR. EPSTEIN: No, we're t a l k i n g about the f u e l i t s e l f 

now. I was asking whether the f u e l i t s e l f , uranium d i o x i d e , 

2:i i s l i s t e d as an asset or a l i a b i l i t y . 

24 JUDGE TURNER: You don't have any f u e l inventory? 

v;. You have coal inventory. 
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THE WITNESS: We purchase f u e l — I don't know enough 

about the uranium f u e l t o give you a precise answer, but I 

.'! know we purchase uranium and i t goes immediately t o the 

4 c o r p o r a t i o n t h a t we lease the f u e l back from. They process 

i t and make i t i n t o f u e l t h a t ' s usable i n the r e a c t o r . 

JUDGE TURNER: So i t ' s held by a subsidiary? 

THE WITNESS: No, i t ' s not a sub s i d i a r y of PP&L. 

JUDGE TURNER: Completely separate corporation? 

9 THE WITNESS: Yes. 

in BY MR. EPSTEIN: 

11 Q. So then, whoever t h a t corporate e n t i t y i s — or 

12 I t h i n k i t might be the government, i n f a c t — they would 

Ui assume l i a b i l i t y f o r the f u e l and then also f o r the spent 

14 f u e l ; would i t be reasonable t o conclude t h a t a l s o , since — 

JUDGE TURNER: I'm not sure he's the witness t o 

answer t h a t question. 

THE WITNESS: Okay. 

[8 MR. MacGREGOR: He's not, t h a t ' s r i g h t . That i s 

19 a b s o l u t e l y c l e a r . 

20 MR. GADSDEN: We'd s t i p u l a t e t o t h a t . 

MR. EPSTEIN: I s there a human being who works f o r 

the c o r p o r a t i o n who may be able t o answer that? 

2:{ MR. MacGREGOR: There are many of them who could. 

None of them are c u r r e n t l y witnesses i n the case. Mr. 

v;, Berish on Monday or Mr. B e r n i n i are our basic accounting 
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1 witnesses, and i t ' s l i k e l y t h a t they could answer most of 

2 those questions. 

.1 JUDGE TURNER: Or else you could handle them as data 

4 requests. 

5 MR. MacGREGOR: Absolutely. 

6 MR. EPSTEIN: Well, then, I ' l l save the remainder of 

these questions on t h a t p o r t i o n f o r them, and save energy. 

8 BY MR. EPSTEIN: 

9 Q. Just two other l i n e s of quick q u e s t i o n i n g : I 

10 was wondering i f you were aware of the F i n a n c i a l Accounting 

11 Standards Board which i s reviewing accounting f o r removal 

12 costs. 

i:i A. I am. 

Q. Do you t h i n k t h a t would have any impact a t a l l 

1,-, on the energy cost rates a t Susquehanna? 

1̂  A. No. 

Q. Okay, so t h a t would be a — we don't know y e t , 

is because I don't believe t h a t review has been completed. 

19 A. I don't t h i n k t h a t the e f f e c t of t h e i r r u l i n g 

20 w i l l have any e f f e c t on the energy costs of Susquehanna. 

21 Q. Okay. And j u s t a couple b r i e f questions, and 

I ' l l be out of your h a i r , seeing t h a t you have some h a i r . 

2n (Laughter. ) 

2, | Q. Would you consider r a d i o a c t i v e contaminated 

v;, components, l i k e the tu r b i n e s or generators, not now — or 
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l e t ' s j u s t say now — would you consider these m a t e r i a l s a t 

the Susquehanna nuclear s t a t i o n as property held f o r f u t u r e 

use? 

A. No, s i r . 

Q. Okay. Do you know i f you have any i n t e n t t o use 

t h i s metal a f t e r the u s e f u l l i f e of the p l a n t , t o s e l l i t as 

salvage or scrap, or i s t h a t something t h a t would not be — 

A. I believe t h a t question can be addressed by Mr. 

LaGuardia, who prepared the decommissioning studies and 

estimates f o r PP&L. 

Q. My only concern would be, I don't b e l i e v e Mr. 

LaGuardia works f o r the company. I t h i n k he's w i t h TL&G. 

What I was t r y i n g t o discern i s whether or not t h i s 

metal, a f t e r the used and u s e f u l p o r t i o n of the nuclear 

p l a n t ' s l i f e , i s going t o be re s o l d on the market; i f so, 

where are those proceeds going t o go; do they go t o the 

company, do they go t o the ratepayer? I don't know i f Mr. 

LaGuardia would be able t o answer t h a t . 

A. I t h i n k he can, because i f they were r e s o l d , 

they would obviously a f f e c t the salvage and removal c o s t , 

and reduce i t . 

MR. EPSTEIN: That's i t . 

JUDGE TURNER: Since Mr. Epstein w i l l be l e a v i n g 

s h o r t l y , would you have any r e d i r e c t based on h i s questions? 

MR. MacGREGOR: No, Your Honor. 
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JUDGE TURNER: Thank you very much, Mr. Epstein. 

MR. EPSTEIN: See you next week. 

JUDGE TURNER: Ms. McCloskey? 

MS. McCLOSKEY: Thank you. Your Honor. 

CROSS-EXAMINATION 

BY MS. McCLOSKEY: 

Q. Good afternoon, Mr. Kleha. 

A. Good afternoon. 

Q. I f you could t u r n t o page 14 of your testimony 

where you discuss the company's a c q u i s i t i o n of what we've 

been c a l l i n g NUG power, and I believe i s r e f e r r e d t o i n your 

testimony as QFs at some p o i n t . 

Does the company receive d o l l a r - f o r - d o l l a r recovery 

of the c o n t r a c t payments t h a t i t makes t o the QFs through 

the ECR mechanism? 

A. Yes, i t does. 

Q. And what's the approximate cost per 

kil o w a t t - h o u r of t h i s QF power? 

A. I f my memory i s c o r r e c t , I t h i n k i t ' s about 60 

m i l l s . 

Q. 

A. 

Q. 

over time? 

A. 

Which i s about 6 or 6.1 cents per ki l o w a t t - h o u r ? 

That's c o r r e c t . 

And do you know i f t h a t number w i l l escalate 

I t h i n k the number w i l l probably go down. 
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Q. Now, Mr. Sip i c s t e s t i f i e d e a r l i e r t h a t t h i s cost 

i s i n excess of PP&L's a c t u a l l y experienced avoided cost and 

i t s c u r r e n t l y p r o j e c t e d cost. Were you here f o r t h a t 

testimony? 

A. Yes, I was. 

Q. And were you also here when he t e s t i f i e d t h a t 

those c o n t r a c t s were based on PP&L's energy only avoided 

8 costs at the time the contracts were signed? 

9 A. Yes. 

10 Q. Under the re g u l a t o r y treatment of these c o s t s , 

11 would you agree w i t h me t h a t the ratepayer i s paying f o r the 

12 inaccuracy of these avoided cost p r o j e c t i o n s ? 

A. I believe the ratepayer i s paying e x a c t l y what 

M the Commission approved. The Commission approved the 

con t r a c t s f o r PP&L's purchase of NUG output or output from 

Ki these q u a l i f i e d f a c i l i t i e s , and t h a t ' s a l l t h a t the company 

has been allowed t o charge the customer. 

18 Q. But the ratepayer i s paying the 6 cents, which 

19 Mr. Sip i c s has t e s t i f i e d i s above PP&L's c u r r e n t avoided 

20 cost; i s t h a t correct? 

21 A. That' s t r u e . 

Q. Now, has PP&L looked i n t o the p o s s i b i l i t y of 

21 r e n e g o t i a t i n g or buying out any of these QF contracts? 

24 A. I t h i n k i t ' s an area t h a t i s being considered by 

the company, but I don't have any d i r e c t knowledge of what 
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aspects or what avenues the company i s approaching on t h a t . 

JUDGE TURNER: I s your answer no, as f a r as you know? 

THE WITNESS: As f a r as I know, no. 

MS. McCLOSKEY: I believe h i s answer was — 

THE WITNESS: Yes. O r i g i n a l l y , I said i t was yes, 

yes. 

JUDGE TURNER: Yes, as f a r as he knows, okay. 

THE WITNESS: Yes. 

BY MS. McCLOSKEY: 

Q. And do you know i f there's a witness i n t h i s 

proceeding who would have more knowledge of the company's 

a c t i v i t i e s i n t h a t area? 

(No response.) 

JUDGE TURNER: Mr. Kleha doesn't know, but counsel 

are c o n s u l t i n g . 

MR. MacGREGOR: Probably Mr. S i p i c s , Your Honor, 

although — 

JUDGE TURNER: You di d n ' t send him home, d i d you? 

MR. MacGREGOR: I can t u r n around and look; i s he 

s t i l l here? Yes, he's back i n the back. 

MR. GADSDEN: Unfortunately, he hasn't l e f t y e t . 

(Laughter.) 

MS. McCLOSKEY: Why don't I hold on t o those 

questions? 

MR. MacGREGOR: We can check a t a break and see i f he 
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does know. 

2 JUDGE TURNER: And then you can r e c a l l him i f 

'! necessary, and we w i l l consider him as s t i l l under oath, 

4 although he can r e l a x i n the i n t e r i m . 

5 (Laughter.) 

6 BY MS. McCLOSKEY: 

Q. At page 21 of your testimony beginning a t l i n e 

8 11, you i d e n t i f y PP&L's proposal t o r o l l i n t o the ECR the 

9 non-energy revenue requirements associated w i t h e x p i r i n g 

10 on-system capacity sales, and you use the JCP&L sale as an 

example. . 

12 During the next several years, are there any other 

\:\ e x p i r i n g or phasing out capacity sales contracts? 

14 A. The A t l a n t i c C i t y E l e c t r i c agreement w i l l phase 

15 out around the year 2000, 2001. I'm not sure e x a c t l y the 

io date. At t h a t same time, the Baltimore Gas & E l e c t r i c 

c o n t r a c t w i l l also expire. So i t ' s around the year 2000, 

18 2001 t h a t they expire. 

19 Q. And assuming your proposal i s adopted and i s 

20 s t i l l i n e f f e c t i n the year 2000, you would propose t o b r i n g 

21 i n the non-energy revenue requirements associated w i t h those 

•)•> sales as well? 

2n A. That's c o r r e c t . 

24 Q. Now, would you agree w i t h me t h a t when a u t i l i t y 

loses a customer, the u t i l i t y i s t y p i c a l l y not p e r m i t t e d t o 
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1 recover the revenue requirements associated w i t h the 

2 capacity t h a t t h a t customer i s t a k i n g through a f u e l clause 

3 mechanism? 

4 A. T y p i c a l l y , when a u t i l i t y loses a customer of 

great magnitude, i t would probably f i l e f o r a base r a t e 

change, and so the revenue requirements or non-fuel revenue 

requirements would be i n a base r a t e proceeding, 

Q. They would not include f u e l costs; i s t h a t 

9 correct? 

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

11 Q. Now, the JCP&L con t r a c t i s on a s l i c e of the 

12 system basis, correct? 

13 A. That's r i g h t . 

u Q. And do the rates t h a t JCP&L pays include j u s t 

15 the PP&L generating units? 

\e JUDGE TURNER: As opposed t o what? 

MS. McCLOSKEY: As opposed t o any leased generation 

18 or f o r example as opposed t o the NUGs. 

19 THE WITNESS: That's c o r r e c t . They don't pay f o r the 

20 NUGs. They pay f o r PP&L's own capacity, whether i t be 

21 wholly owned or j o i n t l y owned. 

'>-) BY MS. McCLOSKEY: 

•r.i Q. And t h a t s l i c e of the system would i n c l u d e a 

24 s l i c e of Susquehanna Unit 1? 

25 A. And 2. 
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Q. And i t also includes Unit 2? 

2 A. Yes. 

.1 Q. Now, I believe t h a t your testimony i d e n t i f i e s 

4 t h a t beginning i n 1996, PP&L w i l l begin r e c e i v i n g back 189 

megawatts under the JCP&L c o n t r a c t . 

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

Q. And i s PP&L c u r r e n t l y n e g o t i a t i n g w i t h JCP&L t o 

8 renew t h a t contract? 

9 A. I t ' s my understanding there are ongoing 

10 n e g o t i a t i o n s between PP&L and the GPU Corporation. Whether 

i t ' s s p e c i f i c a l l y JCP&L, t h a t I can't v e r i f y , but the r e are 

12 ongoing discussions about a p o t e n t i a l f u t u r e c o n t r a c t which 

13 may or may not look anything l i k e the c u r r e n t c o n t r a c t . 

14 JUDGE TURNER: Meaning, you don't know i f i t ' s a 

renewal, but there's c o n t r a c t negotiations? 

THE WITNESS: Yes. 

BY MS. McCLOSKEY: 

18 Q* So, i s there some prospect t h a t less than the 

19 189 megawatts or perhaps none of the 189 megawatts w i l l 

20 r e t u r n t o PP&L i n 1996 i f those n e g o t i a t i o n s are successful? 

21 A. That' s possible. 

99 Q. Now, are the current rates t o JCP&L based on 

23 PP&L's cost of service? 

24 A. Yes, they are. 

Q. They are not a market based rate? 
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1 A. No, ma'am. 

2 Q. And how do those rates compare t o PP&L's 

;i p r o j e c t i o n s of the market value of purchased power which Mr. 

4 Si p i c s discussed w i t h us e a r l i e r ? 

A. I'm not sure I r e c a l l e x a c t l y what f i g u r e s he 

(i quoted, but I t h i n k the c o n t r a c t r a t e now i s somewhere 

7 around 4.5 t o 5 cents. 

8 Q. That's h e l p f u l , thank you. 

9 Now, the 189 megawatts of non-energy revenue 

10 requirements t r a n s l a t e s i n t o $35.25 m i l l i o n per year, and I 

beli e v e you provided t h a t number i n OCA Set V, No. 63; i s 

12 t h a t correct? 

i.i A. Subject t o check, yes. 

14 Q. Would you l i k e t o check t h a t now? 

A. What was t h a t question? 

10 Q. OCA Set V, No. 63. 

JUDGE TURNER: Do you have t h a t w i t h you, Mr. Kleha? 

18 THE WITNESS: Yes, I do. 

19 (Witness perusing document.) 

20 MR. KLEPPINGER: Your Honor, again, t h a t ' s one t h a t I 

21 a c t u a l l y had as a p o t e n t i a l e x h i b i t , i f he's having t r o u b l e 

97 f i n d i n g i t . 

2:i THE WITNESS: I found i t . 

•24 MR. KLEPPINGER: Okay. 

2h JUDGE TURNER: Good. I was j u s t about t o go o f f the 
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record while you looked f o r i t , but since you've found i t , 

l e t ' s proceed. 

THE WITNESS: You quoted the number of 35 — 

BY MS. McCLOSKEY: 

Q. Point two f i v e m i l l i o n , per year. 

A. Point f i v e two. 

JUDGE TURNER: A l l r i g h t , l e t ' s get the whole — what 

i s the annual number? 

THE WITNESS: $35.52 m i l l i o n . 

BY MS. McCLOSKEY: 

Q. I t h i n k I might have reversed some numbers th e r e 

when I was reading i t . 

And by the end of the f i v e - y e a r phase-out p e r i o d , 

PP&L's ratepayers would be paying approximately $177 m i l l i o n 

per year f o r the non-energy revenue requirements t h a t are 

r e t u r n i n g t o the ECR; i s t h a t correct? 

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

Q. And t h a t would be i n a d d i t i o n t o the 

$261 m i l l i o n request i n t h i s case? 

A. Yes. 

Q. Now, under your proposal, does the r e t u r n i n g 

capacity go i n t o the ECR regardless of whether PP&L i s able 

t o renew the c o n t r a c t w i t h JCP&L or s e l l the c a p a c i t y t o 

another u t i l i t y ? 

A. No. Under the proposal t h a t PP&L has made, i f 
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the capacity t h a t i s c u r r e n t l y out of rat e s i s r e s o l d i n 

whole or i n p a r t , t h a t l e v e l of capacity and energy would 

3 not go i n t o the ECR. 

4 JUDGE TURNER: I s t h a t d i f f e r e n t than now? You s a i d , 

5 "under the proposal." 

6 THE WITNESS: Yes, because at the present time, the 

7 way i t ' s s t r u c t u r e d , PP&L has no avenue t o recover those 

costs absent a base r a t e f i l i n g . 

9 The proposal would create an avenue, t h a t i s recovery 

10 a u t o m a t i c a l l y through the ECR. 

11 BY MS. McCLOSKEY: 

12 Q. I'd l i k e t o give you a h y p o t h e t i c a l question, 

13 then. Say t h a t PP&L i s able t o s e l l the capacity but f o r 

14 less than the $35 m i l l i o n , say f o r example $20 m i l l i o n . 

15 Would i t be more a t t r a c t i v e t o PP&L t o put the 

ir; $35 m i l l i o n i n the ECR or t o accept the $20 m i l l i o n t h a t i t 

could receive from the sale? 

18 A. I f PP&L were t o have t h i s proposal accepted and 

19 the capacity were sold, e i t h e r an extension of the c u r r e n t 

20 agreement or r e n e g o t i a t i o n of the c u r r e n t agreement or t o 

21 someone else, f o r whatever p r i c e , there would not be 

anything t h a t would go i n t o the ECR. There would be zero 

23 d o l l a r s t h a t would go i n t o the ECR. 

24 So whatever PP&L sold i t f o r t o another e n t i t y would 

20 be outside of r a t e s . 

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



363 

Q. I f your proposal i s adopted, Mr. Kleha, what 

i n c e n t i v e i s provided t o the company t o s e l l the 189 

'! megawatts or the capacity t h a t i s being fre e d up i f the 

4 company receives automatic ECR recovery f o r the non-energy 

5 revenue requirements? 

fi A. To the extent t h a t the company could keep i t s 

7 customer rates lower by r e s e l l i n g t h a t capacity and energy, 

8 t h a t ' s i t s i n c e n t i v e . 

9 Q- Would you agree w i t h me t h a t as the wholesale 

in markets become more competitive, there's a p o s s i b i l i t y t h a t 

11 the r a t e t h a t PP&L w i l l be able t o s e l l the power a t w i l l be 

12 lower than under i t s current contract? 

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

14 
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24 

2.") 
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Q. And i f the company can receive f u l l recovery on 

an automatic basis through the ECR mechanism, does the 

company have an i n c e n t i v e t o pursue sales t h a t may be more 

competitive and r e s u l t i n less revenue? 

A. I believe i t does. 

Q. How i s that? 

A. Well, your h y p o t h e t i c a l or your suggestion was 

t h a t the competitive market might not produce revenues 

equivalent t o what the c u r r e n t l e v e l of revenue requirement 

i s under the e x i s t i n g c o n t r a c t , but the l e v e l of revenue 

requirement can f a l l over time given changes t o the 

operation and maintenance costs and the general o v e r a l l 

c a p i t a l costs associated w i t h t h a t capacity energy, so the 

market value and the revenue requirement's value may be 

equal, or the revenue requirement's value may be lower than 

the market value. 

Q. Would those lower revenue requirements be 

r e f l e c t e d t o ratepayers i f you returned i t a u t o m a t i c a l l y t o 

the ECR? 

A. Yes. 

Q. And you would propose t o r e f l e c t e f f i c i e n c y 

gains or p r o d u c t i v i t y improvements, say, f o r example, made 

at the p l a n t s 

A. Yes. 

Q. i n lower revenue requirement i n the ECR? 
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1 A. Yes. 

2 Q. On an average. 

3 A. Yes. 

4 Q. Assuming again t h a t the 189 megawatts retu r n s as 

scheduled i n 1996, does the 189 megawatts provide a capacity 

b e n e f i t t o PP&L's r e t a i l ratepayers? 

A. Yes. 

Q. Does i t o f f s e t any capacity a d d i t i o n s t h a t PP&L 

i s planning? 

A. I am unaware of any capacity a d d i t i o n s t h a t PP&L 

i s planning, but i t would help t o o f f s e t them, c e r t a i n l y . 

Q. But at t h i s time they're not planning any i n 

t h a t time frame; correct? 

A. No, because I b e l i e v e our reserve margins are 

reasonable given t h a t r e t u r n i n g capacity over time. 

Q. Does PP&L propose an earnings t e s t t o accompany 

the i n c l u s i o n of t h i s r e t u r n i n g capacity i n an ECR? 

A. No. 

Q. Let's assume h y p o t h e t i c a l l y f o r a minute t h a t 

absent your ECR proposal the r e t u r n of the 189 megawatts 

causes PP&L t o earn less than i t s authorised r a t e of r e t u r n , 

would PP&L s t i l l r e t a i n the r i g h t t o f i l e a base r a t e case 

as might be needed t o recover those r e t u r n i n g non-energy 

revenues? 

A. Yes. 
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1 Q. On page 24 of your testimony, l i n e s 11 through 

2 20, and then c o n t i n u i n g on t o page 25 --

3 A. I'm sorry; could you 

Q. On page 24, l i n e s 11 through 20, and c o n t i n u i n g 

5 on t o the top of page 25, where you're n o t i n g t h a t i f your 

6 proposal i s r e j e c t e d , the Commission should not include o f f -

system capacity sales revenue i n the ECR. I s t h a t a f a i r 

suimnary? 

A. I t sure i s . 

Q. I be l i e v e throughout your testimony you i d e n t i f y 

three types of off-system capacity sales t h a t were also 

shown on OTS Cross-Examination E x h i b i t No. 7, the i n s t a l l e d 

capacity c r e d i t sales, the output r e s e r v a t i o n sales, and the 

transmission e n t i t l e m e n t sales. 

A. Yes. 

Q. Also on OTS Cross-Examination E x h i b i t No. 7 i t 

shows $20,884,000 on a PUC j u r i s d i c t i o n a l basis f o r these 

sales f o r the 12 months ended September 30. 

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

Q. I n t h i s proceeding have you r e f l e c t e d those 

revenues t o the b e n e f i t of r e t a i l ratepayers? 

A. Yes. 

Q. Where have they been r e f l e c t e d i n t h i s case? 

A. I n E x h i b i t JMK-2, Section I I I , Part I I I , page 

83. 
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Q. Part I I I , Section I I I , page 83? 

A. Yes. As the fo o t n o t e on t h a t Attachment 1 to 

OTS-RB-26D i n d i c a t e s . 

Q. Which i s p a r t of OTS Cross-Examination E x h i b i t 

No. 7? 

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

Q. Could you e x p l a i n t o me how you provided a 

c r e d i t t o r e t a i l ratepayers f o r t h a t $20,884,000? 

A. Surely. 

Q. I n n a r r a t i v e terms. 

A. B a s i c a l l y , the revenues t h a t show as a c r e d i t t o 

the customers — z-evenue other than r a t e revenue i s a 

revenue c r e d i t t o customers i n a cost a l l o c a t i o n revenue 

requirement study, and what we have done i s shown the $20 

m i l l i o n , $20.9 m i l l i o n , as t h a t revenue c r e d i t t o customers. 

So we have reduced t h e i r revenue requirement by t h a t $20.9 

m i l l i o n . 

Q. Now, I have another question f o r you t h a t i s a 

b i t of a h y b r i d question. I f you would l i k e me t o ask you 

i t again next week, l e t me know. As t o the sales t o your 

municipal customers, have you t r e a t e d t h a t as p r o v i d i n g a 

revenue c r e d i t t o r e t a i l ratepayers, or have you also made a 

j u x - i s d i c t i o n a l cost a l l o c a t i o n associated w i t h those sales? 

A. The sales t o n o n - j u r i s d i c t i o n a l customers, 

whether i t be t o a bulk power customex- or t o a requirements 
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customer such as the m u n i c i p a l i t i e s , are handled through the 

cost a l l o c a t i o n study; t h a t i s , the associated investment 

r e l a t e d t o serving those customers and operating costs are 

excluded from the PUC j u r i s d i c t i o n a l revenue requirement. 

Q. Now, I have a few questions f o r you concerning 

the A t l a n t i c E l e c t r i c capacity sale. I b e l i e v e you st a t e d 

e a r l i e r t h a t you bel i e v e t h a t sale terminates around the 

year 2000? 

A. Yes. I don't know the exact date. 

Q. That sale, as I undez'stand i t , i s based on the 

cost of PP&L's wholly-owned coal u n i t s ; i s t h a t correct? 

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

Q. Can you t e l l me how t h a t cost of the c o a l - f i r e d 

power supply compares t o the s l i c e of the system cost? 

A. In terms of? 

Q. I s i t greater than or less than the s l i c e of the 

system cost on a cents per k i l o w a t t - h o u r basis? 

A. I t h i n k i t may be les s , but I honestly haven't 

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

JUDGE TURNER: Do you need t o have the c a l c u l a t i o n 

performed? 

MS. McCLOSKEY: I t h i n k , Your Honor, t h a t a 

c a l c u l a t i o n has been performed i n the i n t e r r o g a t o r y 

responses t h a t we can u t i l i s e . 

JUDGE TURNER: Thank you. 
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BY MS. McCLOSKEY: 

Q. I n your j u r i s d i c t i o n a l a l l o c a t i o n study d i d you 

3 a l l o c a t e t o A t l a n t i c E l e c t r i c 125 megawatts of the wholly-

4 owned coal units? 

5 A. Yes, a l l the investment costs and a l l the 

operating costs associated w i t h t h a t capacity and energy. 

Q. And you d i d not a l l o c a t e t h a t as a s l i c e of the 

system? 

A. That's c o r r e c t . We're g e t t i n g o f f from the cost 

of service here, but b a s i c a l l y the way PP&L's cost of 

service i s set up, we take great pains t o break our costs 

apart such t h a t we can a l l o c a t e costs t o the appropriate 

c o n t r a c t s and customers as much as possible. 

Q. Now, the A t l a n t i c E l e c t r i c c o n t r a c t revenues 

were i n what was c a l l e d your SBRCA or your special base r a t e 

base c r e d i t adjustment? 

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

Q. Which was a r i d e r mechanism. In t h i s case 

you're proposing t o move i t i n t o a j u r i s d i c t i o n a l a l l o c a t i o n 

type of treatment. I s there a reason the company prefe r s 

j u r i s d i c t i o n a l a l l o c a t i o n treatment f o r t h i s sale? 

A. No. 

Q. I s there a reason you made t h i s proposal? 

A. Simply f o r consistency. The other c o n t r a c t s , 

the Jersey Central c o n t r a c t , the Baltimore Gas & E l e c t r i c 
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c o n t r a c t , and the sale t o our other n o n - j u r i s d i c t i o n a l 

customers, UGI and the m u n i c i p a l i t i e s , i s handled through 

the cost a l l o c a t i o n study, and we had i n d i c a t e d , wlien we 

f i l e d f o r the change i n the SBRCA t o include the A t l a n t i c 

E l e c t r i c c o n t r a c t at t h a t p o i n t , t h a t at the time of our 

next base r a t e f i l i n g we would include i t i n a 

j u r i s d i c t i o n a l cost a l l o c a t i o n fashion. 

Q. I s i t your expectation t h a t the capacity revenue 

PP&L receives from A t l a n t i c Energy w i l l increase over time? 

A. I'm sorry, capacity revenue? 

Q. The revenues t h a t i t ' s r e c e i v i n g . 

A. The revenue i t receives f o r the contract? 

Q. For the c o n t r a c t , r i g h t , under the c o n t r a c t . 

A. The c o n t r a c t i s a cost of service c o n t r a c t , so 

t o the extent t h a t the cost to serve goes up, yes, there 

w i l l be more revenues, t o the extent they f a l l , there w i l l 

be less revenues. 

Q. But i t i s based under cost of service --

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

Q. Mr. Kleha, I have a couple of revenue 

requirements questions f o r you t h a t were deferred from 

cross-examination e a r l i e r regarding d e p r e c i a t i o n expense, 

and you sponsored an i n t e r r o g a t o r y answer. 

A. Yes. 

Q. I would also l i k e t o 
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1 MS. McCLOSKEY: I f I may approach him. I Jm just. 

2 going t o show him the two --

MR. MacGREGOR: Sure. 

BY MS. McCLOSKEY: 

Q. I believe on Tuesday Mr. Hoch t o l d us t h a t the 

company's increased claim f o r d e p r e c i a t i o n expense i s 

$30,333,074 and the revenue requirement f o r t h a t was 

$39,626,810. 

A. Yes. 

Q. And you derived the revenue requirement. Could 

you provide a b r i e f explanation of the process f o r d e r i v i n g 

t hat? 

A. Sure. The increase i n d e p r e c i a t i o n expense of 

$30,388,074 i s on a t o t a l company basis; t h a t i s simply the 

l e v e l of cost increase i n the f u t u r e t e s t year. The $30.4 

m i l l i o n then has t o be t r a n s l a t e d down to Pennsylvania 

j u r i s d i c t i o n a l l e v e l , and t h a t would be approximately $23.8 

m i l l i o n . When you change d e p r e c i a t i o n expense i n t h i s 

fashion, you also have a corresponding impact on tax 

de p r e c i a t i o n , and t h a t tax d e p r e c i a t i o n would change the 

l e v e l of deferred taxes i n your t e s t year. So as you impact 

the d e p r e c i a t i o n by $30.4 m i l l i o n , you have a corresponding 

change i n deferred taxes of about $8.8 m i l l i o n . On a 

j u r i s d i c t i o n a l basis t h a t i s equivalent t o $23.8 m i l l i o n f o r 

d e p r e c i a t i o n and approximately $6.9 m i l l i o n f o r deferred 
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taxes. The net income e f f e c t of those two items i s $16.9 

m i l l i o n on a PUC j u r i s d i c t i o n a l basis. When you gross t h a t 

3 f i g u r e up f o r taxes t o a revenue requirements basis i t ' s 

approximately $30.6 m i l l i o n , as shown i n t h i s response t o 

OCA Set I I I , Question No. 6. 

Q. And I be l i e v e t h a t ' s been marked f o r the record 

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

A. Yes. 

MS. McCLOSKEY: Let me show counsel the other revenue 

requirements --

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

BY MS. McCLOSKEY: 

Q. I t ' s your response t o OCA Set I , No. 33. Do you 

have a copy of that? 

A. Yes, I probably have i t , i f y o u ' l l bear w i t h me 

f o r one minute. 

(Pause.) 

JUDGE TURNER: Let's go o f f the record while he looks 

f o r i t . 

THE WITNESS: I found i t . 

JUDGE TURNER: Okay. Let's not go o f f the record. 

BY MS. McCLOSKEY: 

Q. Here we're t r y i n g t o a s c e r t a i n the e l e c t r i c 

p l a n t i n service value f o r the Susquehanna S t a t i o n . On t h i s 

i n t e r r o g a t o r y response you have i d e n t i f i e d , f o r the 12 
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months ended September 30, 1995, $3,191,830,000 as the 

e l e c t r i c p l a n t i n service value of the Susquehanna S t a t i o n 

as of September 30, 1995; i s t h a t correct? 

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

Q. Could you t e l l us, i s t h a t the PA PUC 

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

A. I t i s . 

Q. I n the f a r column you show a variance number of 

$312,794,000, which i s the d i f f e r e n c e between PP&L1s 

e l e c t r i c p l a n t i n service claim at the end of i t s l a s t base 

r a t e case, or on March 31, 1985, and i t s c u r r e n t claim of 

September 30, 1995. That variance, would t h a t be the 

company's Pennsylvania j u r i s d i c t i o n a l claim r e l a t e d t o the 

c a p i t a l a d d i t i o n s associated w i t h the Susquehanna Station? 

A. Can I make j u s t one c o r r e c t i o n ? 

Q. Sure. 

A. The column l i s t e d as the 12 months ended March 

31, 1985, the f i g u r e of $2,879,036,000, t h a t was the allowed 

f i g u r e , not the claimed; the allowed f i g u r e . 

Q. Okay. 

A. The $3,191,830,000 f i g u r e shown f o r the 12 

months ended September 30, 1995 i s the claimed f i g u r e i n 

t h i s case, and the variance -- they're both on a 

Pennsylvania j u r i s d i c t i o n a l basis, and the variance i s 

simply the d i f f e r e n c e between those two numbers, the allowed 
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Pennsylvania j u r i s d i c t i o n a l and the claimed Pennsylvania 

j u r i s d i c t i o n a l i n t h i s case. 

Q. And the variance would r e f l e c t , then, a d d i t i o n s , 

c a p i t a l a d d i t i o n s , t o the Susquehanna S t a t i o n over t h a t 

approximate ten-year period; i s t h a t correct? 

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

MS. McCLOSKEY: That c l e a r s up our two revenue 

requirements questions, and t h a t concludes my cross-

examination. 

Thank you, Your Honor. 

JUDGE TURNER: Are you going t o make a decision about 

Mr. Sipics? Do you want t o allow the r e s t of cross-

examination and then you can make a decision? 

MS. McCLOSKEY: Yes; t h a t might work b e t t e r , Your 

Honor. 

JUDGE TURNER: Ms. Moury? 

MS. MOURY; I have nothing, Your Honor. 

JUDGE TURNER: Mr. Kleppinger? 

MR. KLEPPINGER: Thank you, Your Honor. 

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 



375 

8 

9 

10 

11 

12 

18 

14 

If) 

10 

17 

18 

19 

20 

21 

22 

2:1 

24 

25 

CROSS-EXAMINATION 

BY MR. KLEPPINGER: 

Q. Good afternoon, Mr. Kleha. 

A. Good afternoon. 

Q. I f you'd t u r n your a t t e n t i o n t o your testimony 

at page 16, l i n e 11, where you discuss output r e s e r v a t i o n 

sales. 

A. Yes. 

Q. Now, when you ch a r a c t e r i z e these on l i n e 13 as 

negotiated, non-refundable demand-related r e s e r v a t i o n fees, 

am I c o r r e c t t h a t the revenues t h a t the company receives 

pursuant t o those fees are not t y p i c a l l y c r e d i t e d t o 

customers i n the energy cost rate? 

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

Q. And are those revenues being c r e d i t e d i n the ECR 

to any extent today? 

A. Not i n the cu r r e n t ECR, but i n PP&L's proposed 

ECR. 

Q. Now, beginning at l i n e 19 on page 16 and 

c a r r y i n g over t o l i n e s 1 through 4 on page 17, you are 

discussing here transmission e n t i t l e m e n t t r a n s a c t i o n s . 

A. That i s c o r r e c t . 

Q. And at l i n e 3, you use the language t h a t PP&L 

may r e f l e c t the foregone savings c r e d i t i n the ECR. Are you 

i n d i c a t i n g t h a t t h a t i s d i s c r e t i o n a r y on PP&L's p a r t t o 
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include t h a t foregone savings? 

A. What I 'nt saying b a s i c a l l y i s t h a t PP&L w i l l have 

to make a determination as to whether a foregone savings 

t r a n s a c t i o n or -- excuse me an interchange t r a n s a c t i o n 

could have taken place which could give r i s e t o a foregone 

savings c r e d i t . 

Q. And i f i n f a c t your determination leads t o the 

conclusion t h a t there has been a foregone savings, w i l l PP&L 

d e f i n i t e l y r e f l e c t t h a t i n the ECR? 

A. Yes. 

Q. Now, i f the purchasing u t i l i t y of t h a t 

transmission e n t i t l e m e n t does not a c t u a l l y u t i l i z e the 

reserve transmission capacity, then PPSL w i l l t y p i c a l l y 

r e t a i n the revenues from t h a t transmission e n t i t l e m e n t and 

not c r e d i t the ECR? 

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

Q. Now, you referenced the J o i n t P e t i t i o n f o r 

Settlement regarding some of the issues we've been 

discussing. I s i t your testimony t h a t i n t h a t J o i n t 

P e t i t i o n f o r Settlement, the revenues from transmission 

e n t i t l e m e n t sales or output r e s e r v a t i o n sales are not being 

c r e d i t e d i n the ECR today? 

A. That's c o r r e c t ; they are not. 

Q. The only off-system sale type t h a t i s being 

c r e d i t e d i n the ECR today are the capacity c r e d i t sales? 
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A. That i s c o r r e c t , t h a t o n e - t h i r d l e v e l of revenue 

PP&L receives f o r those types of sales. 

Q. And i s i t your proposal i n t h i s case t h a t i f the 

JCP&L proposal t h a t was discussed w i t h Ms. McCloskey i s 

approved, t h a t 100 percent of a l l output r e s e r v a t i o n sales, 

a l l transmission e n t i t l e m e n t sales and a l l capacity c r e d i t 

sales w i l l be c r e d i t e d i n the ECR? 

A. Yes. 

Q. Now, I t h i n k you responded t o Ms. McCloskey t h a t 

t h a t 100 percent c r e d i t , i f you w i l l , has been r e f l e c t e d i n 

the cost of service study. 

A. That i s c o r r e c t . 

MR. KLEPPINGER: I'm not sure. Your Honor, i f t h i s i s 

the time t o get i n t o t h a t d e t a i l or w a i t i n g u n t i l Tuesday. 

I t h i n k f o r the c l a r i t y of the record i t may be b e t t e r t o 

get i n t o t h a t now i f Mr. Kleha i s prepared t o do t h a t , but I 

would be r e f e r r i n g t o the cost of service study e x h i b i t . 

MR. MacGREGOR: That's f i n e , as f a r as I'm concerned. 

BY MR. KLEPPINGER: 

Q. You referenced Ms. McCloskey t o page 83 of 

E x h i b i t JMK-2. 

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

Q. Do you have t h a t page? 

A. Yes, I do. 

Q. Are you r e f e r r i n g to l i n e 20 where i t mentions 
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capacity and transmission e n t i t l e m e n t s and a number of 

$20,884,000 r e f l e c t e d there? 

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

4 Q. Now, my question r e l a t e s t o l i n e 4 of t h a t cost 

of service study, which i s labeled, "Energy Revenue Present 

(i Level ECR." There y o u ' l l see the number negative 

7 $21,487,000. 

8 A. Yes. 

9 Q. Doesn't t h a t number r e f l e c t a re d u c t i o n t o the 

10 company's j u r i s d i c t i o n a l revenues associated w i t h the 

c r e d i t s t h a t are already flowing through the ECR? 

12 A. Yes. That $20.9 m i l l i o n t h a t we j u s t t a l k e d 

IH about on l i n e 4 would be part of t h a t $21.5 m i l l i o n c r e d i t 

14 i n the ECR revenue. E f f e c t i v e l y , what happens i s , as you're 

15 w e l l aware, the ECR i s outside the confines of a base r a t e 

10 proceeding. So i n order t o make the revenue requirements i n 

17 t h i s proceeding exclude the ECR e f f e c t of a flow-through of 

18 100 percent of those capacity, output r e s e r v a t i o n and 

10 transmission e n t i t l e m e n t sales, there were two in p u t items. 

20 There was the p o s i t i v e f i g u r e of $20.9 m i l l i o n shown on l i n e 

21 20 of page 83 and the c r e d i t of $21.5 on l i n e number 4 i n 

9 9 order t o make the revenue requirements balance out. 

2:i JUDGE TURNER: Excuse me. Your former testimony j u s t 

24 r e f e r r e d t o l i n e 4 as having $20.9 m i l l i o n . I t h i n k you 

25 should j u s t c o r r e c t t h a t l i n e 20 has $20.9 m i l l i o n and l i n e 
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4 has $21.5 m i l l i o n . 

THE WITNESS: That's c o r r e c t . I'm sor r y . 

BY MR. KLEPPINGER: 

Q. I f I understand your answer, what your cost 

study has done i s made i t b l i n d , i f you w i l l , t o the o f f -

system sales revenue i n the sense t h a t you took Pennsylvania 

j u r i s d i c t i o n a l revenues and at l i n e 4 reduced them because 

of the ECR e f f e c t and then at l i n e 20 added i t back i n , 

which i n e f f e c t i n my mind i s concluding t h a t i n the cost of 

service study there i s not a r e f l e c t i o n of 100 percent of 

the revenues received from capacity sales. 

A. One could argue i t i n t h a t fashion, yes. 

Q. Well, other than argue, can you agree w i t h me? 

A. Yes, I ' l l agree w i t h you. You're a nice guy. 

Q. Thank you. That makes l i f e e asier. 

A. Can I make one other c l a r i f i c a t i o n ? 

Q. While we're being agreeable, you might as w e l l . 

A. The i n t e n t of doing i t i n e x a c t l y t h i s fashion 

was t h a t i f the Commission were t o d i s a l l o w PP&L's proposal 

to adopt the Jersey Central Power & Light or the o f f -- the 

JUDGE TURNER: Do you want t o s t a r t again? 

THE WITNESS: -- the t e r m i n a t i n g c o n t r a c t proposal 

f o r the ECR, t h a t PP&L would r e v e r t t o a t r a d i t i o n a l 

r e g u l a t o r y ratemaking treatment of off-system sales. So 
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l i n e 20 would remain i n t a c t , because t h a t ' s the way you 

would t y p i c a l l y t r e a t off-system sales f o r cost a l l o c a t i o n 

purposes, and l i n e number 4 would go t o zero. 

4 BY MR. KLEPPINGER: 

ft Q. You a n t i c i p a t e d my next question, and I t h i n k 

6 the record i s c l e a r on t h a t now, because i t was assuming 

7 your JCP&L proposal i s r e j e c t e d by the Commission, then what 

we w i l l have i s t r a d i t i o n a l t e s t year cost of service 

9 treatment of off-system sales, and l i n e 4 i s removed; l i n e 

10 20 remains? 

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

12 (Pause. ) 

i:j MR. KLEPPINGER: I f I could have a moment. Your 

u Honor. I'm making sure these were covered by Ms. McCloskey. 

15 JUDGE TURNER: Let's go o f f the record f o r a moment. 

Ki (Discussion o f f the record.) 

JUDGE TURNER: Back on the record. 

18 BY MR. KLEPPINGER: 

19 Q. Mr. Kleha, going back t o I believe a question 

20 t h a t was r e f e r r e d t o you e a r l i e r i n the week regarding the 

21 proposal f o r AFUDC treatment on land held f o r f u t u r e use. 

•>•> A. Yes. 

2H Q. Do you r e c a l l t h a t the t o t a l p l a n t land held f o r 

24 f u t u r e use was approximately S31 m i l l i o n ? 

25 A. I believe t h a t i s c o r r e c t . 
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Q. Do you know what t h e AFUDC component w i l l be on 

t h a t $31 m i l l i o n ? 

A. No, I don't . I don't have a c a l c u l a t i o n r i g h t 

now. We can p r o v i d e t h a t . 

MR. KLEPPINGER: Perhaps when Mr. Kleha reappears on 

Tuesday, he can j u s t read t h a t i n t o t h e r e c o r d . 

MR. MacGREGOR: Can we have t h a t by then? 

THE WITNESS: Yes. 

MR. MacGREGOR: Fine. 

MR. KLEPPINGER: That concludes my c r o s s - e x a m i n a t i o n . 

Thank you, Your Honor. 

JUDGE TURNER: That o n - t h e - r e c o r d d a t a r e q u e s t has 

been accepted and w i l l be responded t o . 

Mr. McCormick? 

MR. McCORMICK: No c r o s s . 

JUDGE TURNER: I t h i n k t h e r e c o r d s h o u l d r e f l e c t t h a t 

Ms. Br a n d e i s l e f t t h e h e a r i n g room e a r l i e r and t h e r e f o r e has 

waved her r i g h t t o cross-examine t h e w i t n e s s on t h i s p o r t i o n 

o f t h e t e s t i m o n y and w i l l have t o accept t h e r e c o r d as i t 

st a n d s . 

MS. McCLOSKEY: Your Honor, i n l i g h t o f Mr. 

K l e p p i n g e r ' s c r o s s , may I ask a c l a r i f y i n g q u e s t i o n o f Mr. 

Kleha? 

JUDGE TURNER: Normally, I would say no. You had 

your o p p o r t u n i t y t o ask q u e s t i o n s . Can you t e l l me why you 
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d i d n ' t have the o p p o r t u n i t y t o ask i t before? 

MS. McCLOSKEY: I had asked Mr. Kleha whether the 

b e n e f i t of the off-system sales had been r e f l e c t e d t o r e t a i l 

ratepayers and he had responded yes, i n h i s cost of service 

study, but i n l i g h t of Mr. Kleppinger's cross, I believe i t 

came out t h a t t h a t was a wash. I'd l i k e t o c l e a r t h a t p o i n t 

up. 

JUDGE TURNER: Yes. 

MS. McCLOSKEY: And then understand h i s answer a 

l i t t l e b e t t e r . 

JUDGE TURNER: Fine. Go ahead. 

FURTHER CROSS-EXAMINATION 

BY MS. McCLOSKEY: 

Q. Mr. Kleha, I had asked you a question as t o 

whether the off-system sales revenues were c r e d i t e d t o the 

b e n e f i t of ratepayers i n the cost of service study, and you 

had answered yes, i t was i n the cost a l l o c a t i o n study. But 

i n l i g h t of Mr. Kleppinger's cross-examination, you've also 

o f f s e t those same off-system sales revenues i n the cost of 

service study. So a c t u a l l y , i t ' s a l i t t l e worse than a 

wash. I t h i n k the o f f s e t t i n g number was 21 m i l l i o n and the 

number c r e d i t e d was 20 m i l l i o n ; i s t h a t c o r r e c t ? 

JUDGE TURNER: 20.9. 

THE WITNESS: That's c o r r e c t , because gross r e c e i p t s 

i s the a p p l i c a b l e d i f f e r e n c e . I apologize f o r misleading 
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you. I t i s the d i f f i c u l t y of having t o deal w i t h the ECR 

and base rates together here. 

3 The explanation I gave Mr. Kleppinger was indeed 

4 c o r r e c t t h a t i t b a s i c a l l y i s a wash i n here, but the $21.5 

ft m i l l i o n i s s i t t i n g out here t o be c r e d i t e d t o customers i n 

0 the ECR. So from a t o t a l r a t e standpoint t o customers i n 

7 t h i s r a t e proceeding, they are g e t t i n g the b e n e f i t of those 

8 off-system sales. 

9 Q. But the 21 m i l l i o n w i l l not be c r e d i t e d t o 

10 customers unless your ECR proposal f o r the r e t u r n i n g JCP&L 

capacity i s accepted; i s t h a t c orrect? 

12 A. The $20.9 m i l l i o n equates t o the 21.5. So t o 

i:J the extent you take away the c r e d i t f i g u r e of 21.5 on l i n e 4 

14 of page 83 and leave i n the 20.9 on l i n e 20 and then there 

i s an a p p l i c a b l e gross r e c e i p t s p o r t i o n down i n the expense 

p o r t i o n , customers get the b e n e f i t of the $21 m i l l i o n . 

Q. Only i f your proposal f o r JCP&L i s accepted? 

18 A. No; under a l l circumstances. I f the proposal 

19 f o r Jersey Central Power & Light Company -- I'11 rephrase 

20 i t . I f PP&L's proposal f o r ECR treatment of the non-energy 

21 revenue requirements associated w i t h e x p i r i n g capacity and 

energy agreements i s approved by the Commission, the 

2:1 customers w i l l receive the b e n e f i t of 100 percent of those 

2<i off-system sales as a c r e d i t through the ECR from now u n t i l 

'•'ft whenever t h a t terminates. 
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I f t h e Commission d i s a l l o w s PP&L's p r o p o s a l w i t h 

r e g a r d t o t h e non-energy revenue r e q u i r e m e n t s o f th o s e 

e x p i r i n g c a p a c i t y energy agreements , t h e customers w i l l 

r e c e i v e t h e b e n e f i t o f t h e t e s t year l e v e l o f those o f f -

system s a l e s , which i s $21.9 m i l l i o n p l u s a p p l i c a b l e gross 

r e c e i p t s . 

So i n e i t h e r case, t h e customer g e t s $21.4 o r 5 

m i l l i o n . 

JUDGE TURNER: You p r e v i o u s l y s t a t e d t h a t under 

c e r t a i n c i r c u m s t a n c e s , l i n e 4 would go t o zero? 

THE WITNESS: That's c o r r e c t . 

JUDGE TURNER: What are those c i r c u m s t a n c e s ? 

THE WITNESS: I f t h e Commission d i s a l l o w s PP&L's 

p r o p o s a l t o i n c l u d e t h e non-energy revenue r e q u i r e m e n t s 

a s s o c i a t e d w i t h e x p i r i n g c a p a c i t y energy agreements i n t h e 

ECR. 

JUDGE TURNER: Excuse me, Ms. McCloskey. Does t h a t 

MS. McCLOSKEY: I t h i n k t h a t i s t h e b e s t I can 

understand i t a t t h i s p o i n t i n t i m e . Thank you, Your Honor. 

JUDGE TURNER: Okay. 

THE WITNESS: I f we c o u l d go o f f t h e r e c o r d , maybe I 

can g i v e --

JUDGE TURNER: Yes, we can. 

( D i s c u s s i o n o f f t h e r e c o r d . ) 
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JUDGE TURNER: Let's go back on the record. 

Off the record, f o r my b e n e f i t , Mr. Kleha gave a 

lengthy and very l u c i d explanation of the r e l a t i o n s h i p 

between the off-system sales c r e d i t and d e b i t on l i n e s 4 and 

20 of JMK-2, page 83, and the t h i n g t h a t I thought needed t o 

be h i g h l i g h t e d f o r t h i s record and f o r the Commission's 

b e n e f i t i s t h a t a p o r t i o n of the off-system sales under 

settlement i n a recent case I do not have the docket. 

Does anyone have the docket? 

THE WITNESS: Yes, I do. I have i t , Your Honor. I t 

i s M-00930406. That was the f i n a l c o n t r o l l i n g docket 

number. 

JUDGE TURNER: And under t h a t settlement, o n e - t h i r d 

of off-system sales were t o go through --

THE WITNESS: From i n s t a l l e d capacity c r e d i t 

t r a n s a c t i o n s . 

JUDGE TURNER: Were to go through the ECR? 

THE WITNESS: That's c o r r e c t . 

JUDGE TURNER: And i n t h i s case, the company's 

proposal would possibly e l i m i n a t e t h a t treatment of o f f -

system sales. 

THE WITNESS: I t w i l l have -- the company's proposal 

i s t o increase the o n e - t h i r d flow-back of i n s t a l l e d capacity 

c r e d i t revenues t o 100 percent, also t o include 100 percent 

of the revenues associated w i t h output r e s e r v a t i o n 
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t r a n s a c t i o n s and t r a n s m i s s i o n e n t i t l e m e n t t r a n s a c t i o n s . 

JUDGE TURNER: But i f t h e company's p r o p o s a l i s n o t 

accepted, t h e n a l l o f f - s y s t e m s a l e s w i l l be i n base r a t e s . 

THE WITNESS: That's c o r r e c t . 

JUDGE TURNER: So t h e s e t t l e m e n t p r o v i s i o n s would 

t h e n no l o n g e r e x i s t . However, t h a t was a n t i c i p a t e d by a l l 

t h e p a r t i e s under t h e s e t t l e m e n t t h a t t h i s s e t t l e m e n t was 

o n l y l a s t i n g u n t i l t h e next base r a t e case. I s t h a t a 

c o r r e c t statement? 

THE WITNESS: That i s c o r r e c t . 

JUDGE TURNER: I s t h e r e a n y t h i n g e l s e from t h e o f f -

t h e - r e c o r d c o l l o q u y t h a t any p a r t y f e e l s needs t o be 

r e s t a t e d on t h e record? 

MR. MacGREGOR: No, Your Honor. 

MS. McCLOSKEY: No, Your Honor. 

JUDGE TURNER: Thank you v e r y much. 

R e d i r e c t ? 

MR. MacGREGOR: No r e d i r e c t , Your Honor. 

JUDGE TURNER: A l l r i g h t . Thank you. Then we can 

excuse Mr. Kleha? 

MR. MacGREGOR: Yes, Your Honor. 

MR. GADSDEN: T i l l Tuesday. 

JUDGE TURNER: T i l l Tuesday. 

(Witness excused.) 

JUDGE TURNER: I wanted t o go over w i t h t h e p a r t i e s 
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at t h i s p o i n t the order of witnesses. Going over the 

l e t t e r s and l i s t s t h a t I have received from Judge 

Christiansen t h a t the p a r t i e s have sent i n , as I understand 

i t , on Monday, the 27th, Mr. Berish, Mr. Be r n i n i and Mr. 

H i l l are scheduled. 

MR. MacGREGOR: Yes. We'd l i k e t o s t a r t w i t h Mr. 

H i l l , i f t h a t i s possible. I expect he i s going t o be 

shor t e r than the others and he needs t o get back t o 

Allentown. 

JUDGE TURNER: Okay. Then on the 28th, I have noted 

Mr. LaGuardia, Mr. Kleha and Mr. Kasper? 

MR. MacGREGOR: That's r i g h t , i n t h a t order. 

JUDGE TURNER: And then on the 29th, Farber and 

Stathos? 

MR. MacGREGOR: Yes. We need t o s t a r t w i t h Farber on 

the 29th even i f we're not f i n i s h e d w i t h Kasper f o r some 

reason. 

JUDGE TURNER: I would l i k e t o explore w i t h you now 

i f there i s any witness t h a t can be t r e a t e d i n the way t h a t 

we d i d Mr. Sli v k a t h i s morning. I s there any witness f o r 

which no one has s i g n i f i c a n t cross-examination and could 

come i n on a f f i d a v i t ? 

MS. McCLOSKEY: Your Honor, I t h i n k we can l e t the 

company know on Monday as t o Mr. Stathos. He would be the 

one witness t h a t we might not have cross-examination f o r . 
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JUDGE TURNER: Mr. Simms? 

MS. McCLOSKEY: I'm not q u i t e c e r t a i n yet about Mr. 

Farber. 

4 MR. SIMMS: I know we w i l l have cross-examination f o r 

ft Mr. Stathos. I n terms of Mr. Farber, I w i l l l e t the company 

fi know on Monday. 

7 JUDGE TURNER: A l l r i g h t . So i t i s a p o s s i b i l i t y 

8 t h a t Mr. Farber can be done. 

9 MR. MacGREGOR: As long as we know sometime e a r l y 

10 next week, t h a t would be f i n e . 

JUDGE TURNER: A l l r i g h t . I would l i k e t o say t h a t I 

12 t h i n k t h a t every witness t o the extent possible should be 

VA ready t o go a day e a r l y and every counsel should be ready. 

14 I n other words, i f f o r some reason Mr. Berish, Mr. Be r n i n i 

and Mr. H i l l are completed e a r l y , we should be able t o c a l l 

one of the witnesses scheduled f o r the 28th. 

MR. MacGREGOR: Yes. I t would not be Mr. LaGuardia, 

18 but one of the other witnesses could move up. Mr. Kleha 

19 w i l l be here. 

20 JUDGE TURNER: Mr. Kleha or Mr. Kasper. And then t o 

21 the extent possible, Mr. Farber and Mr. Stathos should be 

9 9 able t o move up t o the 28th. 

2:t Now, i f you say t h a t there i s a scheduling problem 

24 l i k e there was w i t h Mr. H i l l t h a t we couldn't move him up t o 

25 Thursday, maybe Mr. Stathos w i l l s t i l l have t o go on the 

C O M M O N W E A L T H REPORTING COMPANY (7 17) 7 6 1 - 7 150 



389 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Ki 

14 

18 

19 

20 

21 

22 

2-"! 

24 

2f) 

29th; but t o the extent t h a t we can consolidate hearing 

time, I'd l i k e t o do t h a t . 

MR. MacGREGOR: We'll check i n t o t h a t , Your Honor. I 

a n t i c i p a t e t h a t Tuesday i s going t o be an extremely f u l l day 

wi t h the witnesses we have on there because of the number of 

p a r t i e s who have questions f o r Kasper and Kleha. That i s 

the whole r a t e design, t a r i f f , cost of service, which 

t r a d i t i o n a l l y -- I mean, I t h i n k the r i s k i s t h a t we won 11 

f i n i s h them on the 28th and some of t h a t w i l l have t o be 

c a r r i e d over. 

JUDGE TURNER: Well, there may be more advantage 

maybe t o s t a r t i n g Mr. Kleha again on the 27th again, i f 

there i s room. 

MR. MacGREGOR: Yes. He w i l l be here and a v a i l a b l e . 

JUDGE TURNER: A l l r i g h t . Once again, i f there are 

no questions f o r Mr. Farber, we can handle him the same way. 

Is there anything else any party would l i k e t o br i n g 

up? 

MR. MacGREGOR: No, Your Honor. 

JUDGE TURNER: I n t h a t case, I believe w e ' l l be 

s t a r t i n g at 10:00 on Monday, the 27th. I be l i e v e t h a t Judge 

Christianson w i l l be pr e s i d i n g . I f not, I w i l l be here. I 

beli e v e Mr. Epstein said t h a t he was going t o b r i n g h i s 

class i n on Monday. 

MR. MacGREGOR: On when? 
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JUDGE TURNER: Monday. So perhaps some e x t r a copies 

of testimony could be a v a i l a b l e and even some time f o r an 

explanation at some p o i n t on a break or lunch or something. 

I have nothing f u r t h e r at t h i s p o i n t . Thank you very 

much. We stand adj ourned. 

(Whereupon, at 4:17 p.m., the hearing was adj ourned, 

t o be reconvened at 10:00 a.m., Monday, March 27, 1995, i n 

Harrisburg, Pennsylvania.) 
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C E R T I F I Q 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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