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1 P R O C E E D I N G S 

2 ADMINISTRATIVE LAW JUDGE ROBERT A. CHRISTIANSON: 

3 Let's go ahead and be on the record. I am A d m i n i s t r a t i v e 

4 Law Judge Robert Christianson. We're here t h i s morning f o r 

5 the second se r i e s of hearings, or perhaps the t h i r d s e r i e s 

6 of hearings, concerning t h i s PP&L general r a t e increase 

7 f i l i n g . We had one seri e s t o cross-examine PP&L witnesses, 

8 we had several p u b l i c i n p u t hearings, some of which I j u s t 

9 reviewed over the weekend, and then we have the testimony 

10 from the other p a r t i e s i n t h i s s e r i e s . We'll s t a r t t h a t 

11 w i t h the testimony of one of the p u b l i c i n p u t p a r t i e s , who I 

12 b e l i e v e i s also a pa r t y t o the proceeding, although not 

13 r e a l l y a c t i v e i n the sense of a Harrisburg hearing p a r t y . 

14 But there has been some follow-up, and p a r t l y I guess 

15 because Commissioner Hanger found the testimony r a t h e r 

16 i n t e r e s t i n g , Mr. Russell thought he might have t o have some 

17 follow-up on the whole matter. There was a l o t of f a c t u a l 

18 content i n the testimony. And again, I j u s t re-read t h a t 

19 t r a n s c r i p t over the weekend. I was in v o l v e d i n t h a t as w e l l 

20 because there was a question of counsel being present, and I 

21 t h i n k the witness went l a s t f o r a couple of reasons, because 

22 he was a l i t t l e lengthy and because h i s lawyer d i d n ' t get 

23 there e a r l y . There was some c o n f l i c t the lawyer had, as I 

24 r e c a l l . 

25 I n any case, we might as w e l l take t h a t , and then 
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1 w e ' l l perhaps t a l k about where the case goes. I mentioned 

2 o f f the record, we've got those couple of memos from the 

3 company lawyer about witness 1 i s t s and scheduling, and we 

4 seem t o have p r e t t y w e l l spread the witnesses i n a 

5 reasonable manner. 

6 We've missed the standard t r a d i t i o n l a t e l y of doing 

7 r a t e of r e t u r n f i r s t , but t h a t ' s acceptable, I suppose. I 

8 always joke about i t because r a t e of r e t u r n i s the one t h a t 

9 gets updated the most, so you l i t i g a t e t h a t f i r s t so you 

10 have more time t o update i t , I suppose. 

11 But i n any case, we might as w e l l go ahead. Well, 

12 l e t me check w i t h counsel f o r the company at l e a s t . Do you 

13 have anything p r e l i m i n a r y a t t h i s point? 

14 MR. MacGREGOR: I don't t h i n k so, Your Honor, no. 

15 JUDGE CHRISTIANSON: We can get i n t o some t h i n g s 

16 f u r t h e r then. Let's c a l l Mr. Witmer — anything else from 

17 counsel? 

18 MR. KLEPPINGER: Yes, Your Honor. As a p r e l i m i n a r y 

19 matter I wanted t o n o t i f y Your Honor and the p a r t i e s t h a t 

20 PP&L I n d u s t r i a l Customer A l l i a n c e does plan on s u b m i t t i n g an 

21 o r a l motion t o s t r i k e s u b s t a n t i a l p o r t i o n s of the testimony 

22 submitted by Mr. Bruce Biewald on behalf of the S i e r r a Club 

23 on the basis t h a t many of the issues t h a t he discusses are 

24 already determined by the Commission i n the demand-side 

25 management generic i n v e s t i g a t i o n a t Docket 1-900005, also by 
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1 the Commonwealth Court decision r e l a t e d t o an appeal on t h a t 

2 Commission order a t Docket No. 3104 CD. 1993, and the 

3 subsequent appeal by the Commission or p e t i t i o n f o r 

4 allowance of appeal f i l e d by the Commission i t s e l f t o the 

5 Pennsylvania Supreme Court from t h a t Commonwealth Court 

6 decisio n . I thought i n f a i r n e s s t o counsel f o r the S i e r r a 

7 Club, I would n o t i f y him and the other p a r t i e s today t h a t we 

8 plan t o make t h a t o r a l motion p r i o r t o Mr. Biewald's 

9 appearance on Thursday. 

10 JUDGE CHRISTIANSON: Okay. I remember t h a t 

11 testimony, and I wondered i f there might be some controversy 

12 there. Now, Si e r r a Club I be l i e v e i s not here p h y s i c a l l y a t 

13 the moment, but t h a t ' s the pa r t y I j u s t spoke t o and perhaps 

14 you could follow-up by telephone w i t h them t o a l e r t them t o 

15 the f a c t t h a t you're coming or you're i n t e r e s t e d i n t h e i r 

16 m a t e r i a l . 

17 I t h i n k on t h a t general t o p i c I have a general memo 

18 t h a t we're supposed t o deal w i t h those t o p i c s i n e l e c t r i c 

19 cases, but I ' l l get t o t h a t e v e n t u a l l y as I go through my 

20 f i l e here. 

21 Have you c a l l e d counsel yet about i t , Mr. Kleppinger? 

22 MR. KLEPPINGER: I have not, Your Honor. I wasn't 

23 sure i f he would be here today. I was hoping t o n o t i f y him 

24 here today. 

25 JUDGE CHRISTIANSON: I gathered from the c a l l from 

FORM 2 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 



1072 

1 the secretary t h a t they're only going t o be there f o r the 

2 witness on t h a t p a r t i c u l a r day, but perhaps give him a quick 

3 phone c a l l and l e t him know t h a t you w i l l have something on 

4 t h a t t o p i c . 

5 MR. MacGREGOR: Your Honor, j u s t so the record i s 

6 complete, I guess I d i d n ' t see a need t o s t a t e i t f o r the 

7 record, but I d i d plan t o c a l l Mr. Barak t h i s afternoon or 

8 tomorrow t o t e l l him t h a t the company w i l l l i k e l y be j o i n i n g 

9 i n t h a t motion, would have made i t s own motion separately. 

10 JUDGE CHRISTIANSON: Okay. Again, we know about the 

n controversy and we might as w e l l make him aware so we don't 

12 b l i n d s i d e him and take e x t r a time a t the hearing. 

13 MR. MacGREGOR: I n a d d i t i o n , we also plan t o o f f e r a 

14 s i m i l a r , although somewhat d i f f e r e n t , motion r e l a t e d t o the 

15 Commission on Economic Opportunity testimony. 

16 JUDGE CHRISTIANSON: Okay. 

17 MR. MacGREGOR: I d i d plan t o contact t h e i r counsel, 

18 and w i l l do so. 

19 JUDGE CHRISTIANSON: Okay. Again, j u s t t o l e t them 

20 know where you're coming from, b a s i c a l l y , which again, i s 

21 j u s t a matter of time. 

22 I'm lo o k i n g a t the memo I have from our s t a f f . I n 

23 f a c t , the ALJ O f f i c e i s d i r e c t e d t o address demand-side 

24 management and i n t e g r a t e d resource planning i n e l e c t r i c 

25 cases. That memo came out about a year ago. I t goes t o 
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1 1-900005. My eyes aren't too good a t zeroes these days. 

2 The l i g h t i n g i s not too good i n here e i t h e r . But t h a t ' s a 

3 t o p i c I t h i n k i s amply covered i n t h i s case, so I've met my 

4 mandate t o consider i t . But how f a r we have t o consider i t 

5 w e ' l l worry about as we go along. 

6 Let's get the witness on the stand. Could you come 

7 up, Mr. Witmer? Just up here i s the easiest. 

8 Are you sponsoring counsel? 

9 MR. FRANKHOUSER: Yes. Your Honor, i n the course of 

10 Mr. Witmer's o r i g i n a l d i r e c t testimony the Chamber was i n 

11 the process of conducting a survey of i t s members, and Mr. 

12 Witmer had asked f o r the opp o r t u n i t y t o supplement t h a t 

13 testimony. He has submitted a supplemental w r i t t e n 

14 testimony f o r the record. I believe the Court has i t . 

15 JUDGE CHRISTIANSON: Yes, I have my copy. 

16 MR. FRANKHOUSER: I bel i e v e Mr. Witmer, before cross-

17 examination, would l i k e t o provide some o r a l summary of 

18 t h a t . 

19 JUDGE CHRISTIANSON: Are you Un d e r b i l l ? 

20 MR. FRANKHOUSER: No. I'm Bob Frankhouser. I'm here 

21 f o r Mr. U n d e r b i l l . 

22 JUDGE CHRISTIANSON: Okay; f i n e . You're from the 

23 same f i r m . 

24 MR. FRANKHOUSER: Yes, s i r . ' 

25 JUDGE CHRISTIANSON: Good. Well, then I remind the 
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1 witness he continues t o be under oath, the oath t h a t was 

2 administered i n Lancaster, and go ahead w i t h your statement. 

3 Get yo u r s e l f comfortable f i r s t , i f you want. 

4 Whereupon, 

5 DANIEL C. WITMER 

6 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 

7 f o l l o w s : 

8 THE WITNESS: Would you p r e f e r t h a t I s i t or stand? 

9 I t h i n k I would p r e f e r t o stand. 

10 JUDGE CHRISTIANSON: I t ' s your preference. Go ahead. 

11 DIRECT TESTIMONY 

12 THE WITNESS: We d i d a survey i n which we asked -- we 

13 were asked a t the l a s t hearing whether we knew whether they 

14 were GS-1, GS-3 or LP-4, and at t h a t stage we d i d not. We 

15 surveyed the respondents t o our f i r s t questionnaire. We 

16 received 55 responses. Of those, t h r e e were GS-1, 31 were 

17 GS-3, two were GH-1, 13 were LP-4, and three were LP-5. So 

18 p r i m a r i l y we're representing, I t h i n k , the i n t e r e s t s of 

19 customers who are e i t h e r i d e n t i f i e d as GS-3 or LP-4. 

20 We also asked a question about service. Of the 

21 response, one person of the 55 said i t was poor, e i g h t said 

22 i t was f a i r , 14 said good, 28 said very good and f o u r said 

23 e x c e l l e n t . That would break out t o be 58 percent saying 

24 very good or e x c e l l e n t , 84 percent saying good t o e x c e l l e n t , 

25 and again, only 16 percent f a i r or below. I t h i n k the l a s t 
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1 time I responded I said I f e l t t h a t most of our customers 

2 would say t h a t they were g e t t i n g very good service. 

3 JUDGE CHRISTIANSON: Your fundamental problem i s not 

4 ser v i c e , i t ' s r a t e s . 

5 THE WITNESS: That's c o r r e c t . 

6 JUDGE CHRISTIANSON: A l l r i g h t . 

7 THE WITNESS: The second e x h i b i t t h a t I submitted i s 

8 a -- I t h i n k I r e f e r r e d t o t h i s a r t i c l e , which was "Getting 

9 the 1Jobs' Done" by Clarke M. Thomas. I t was a monograph 

10 from the U n i v e r s i t y of P i t t s b u r g h . On page 2 of t h a t i s one 

11 of the po i n t s I was t r y i n g t o make, i s f o r manufacturers the 

12 cost of labor represents about 40 percent of a company's 

13 decision, about 30 percent u t i l i t i e s excuse me -- about 

14 30 percent t r a n s p o r t a t i o n , u t i l i t i e s , about 15 percent, and 

15 occupancy, which means i s a b u i l d i n g there and a v a i l a b l e , 

16 about 10 percent, and taxes about 5 percent. 

17 Then on page 10 of t h a t same monograph i t r e f e r s t o 

18 an A l l e n Wood of Westinghouse who p a r t i c i p a t e d i n choosing 

19 s i t e s f o r 65 Westinghouse f a c i l i t i e s a l l over the world, and 

20 Wood sai d t h a t "four important cost v a r i a b l e s are labor, 

21 t r a n s p o r t a t i o n , taxes and u t i l i t i e s . " He said while there 

22 i s no sp e c i a l order, u t i l i t i e s and taxes are lower than are 

23 cost of labor and t r a n s p o r t a t i o n . " 

24 I t h i n k t h a t , again, j u s t supports what I had said a t 

25 the f i r s t p o i n t and what our basic premise i s , t h a t t h i s i s 
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1 a s i t e s e l e c t i o n economic development issue. 

2 To f u r t h e r embellish t h a t p o i n t there i s another 

3 a r t i c l e included from S i t e S e l e c t i o n magazine, which i s 

4 E x h i b i t No. D, " U t i l i t i e s Helping Businesses Meet Global 

5 Challenges." Sort of an executive summary which i s l i s t e d 

6 on page 774 says t h a t , " U t i l i t i e s worldwide are upping the 

7 economic development ante, adding more personnel and 

8 in c r e a s i n g budgets t o b e t t e r serve commercial and i n d u s t r i a l 

9 customers." The p o i n t being t h a t u t i l i t i e s are an important 

10 p a r t i n economic development, and t h a t ' s what -- we are 

11 t r y i n g t o make t h a t premise. I n f a c t , r i g h t across, t o the 

12 l e f t of t h a t page, i s an advertisement from AMP of Ohio 

13 saying, "Your Competitive Edge I s I n Ohio," and they make 

14 the p o i n t of how important u t i l i t y costs are i n l o c a t i n g 

15 your business i n Ohio, which I t h i n k l a s t year was selected 

16 by S i t e S e l e c t i o n magazine as having the most success i n 

17 l o c a t i n g businesses i n t h e i r s t a t e . 

18 So t h a t t h a t i s the p o i n t of our testimony, t h a t 

19 u t i l i t i e s are an extremely important d e c i s i o n i n s i t e 

20 s e l e c t i o n , and not so much from our perspective t h a t we're 

21 l o o k i n g t o people t o locate i n our area, but we are 

22 concerned t h a t businesses i n our area w i l l s t a r t l o o k i n g 

23 elsewhere i n terms of making these judgments about where 

24 they should l o c a t e t h e i r business. 

25 That b a s i c a l l y concludes what I have t o say today. 
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1 JUDGE CHRISTIANSON: Fine. Thank you. Then the 

2 company might have some questions. This i s one reason 

3 you're here. 

4 Anything? 

5 MR. MacGREGOR: I do have a few questions. 

6 JUDGE CHRISTIANSON: Go ahead. 

7 I was reading your one chart. Don't move t o Germany 

8 i f you want low u t i l i t y r a t e s . 

9 THE WITNESS: Yes. 

10 JUDGE CHRISTIANSON: They were high on one chart. 

11 Go ahead. 

12 CROSS-EXAMINATION 

13 BY MR. MacGREGOR: 

14 Q. Good morning, Mr. Witmer. How are you? 

15 A. Good morning. 

16 Q. Beginning on your testimony on page 1, your 

17 i n i t i a l testimony, you s t a r t by saying t h a t , "Under the law 

18 any r a t e increase requested by a p u b l i c u t i l i t y must be j u s t 

19 and reasonable and s h a l l not unreasonably d i s c r i m i n a t e among 

20 d i f f e r e n t classes of customers." Am I c o r r e c t t h a t you are 

21 not a lawyer? 

22 A. You're c o r r e c t . 

23 Q. And you're not o f f e r i n g a l e g a l opinion about --

24 A. No, I'm not o f f e r i n g a l e g a l opinion. 

25 Q- You c u r r e n t l y are President of the Lancaster 
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1 Chamber of Commerce; i s t h a t correct? 

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

3 Q. How long have you held t h a t p o s i t i o n ? 

4 A. Just about f i v e years. 

5 Q. Where were you employed p r i o r t o that? 

6 A. P r i o r t o t h a t I was a school superintendent at 

7 Conestoga Valley School D i s t r i c t . 

8 Q. Just one c l a r i f i c a t i o n . You referenced the 

9 a r t i c l e by Mr. Thomas, I t h i n k , i n your remarks before, and 

10 at page 2 you reference some s t a t i s t i c s concerning the cost 

11 of labor, t r a n s p o r t a t i o n and u t i l i t i e s f o r manufacturers, 

12 and I don't know i f you misspoke or i f I misunderstood you, 

13 those f i g u r e s represent the manufacturers' percentage cost 

14 of operation, i s t h a t c o r r e c t , and not the weighting they 

15 a t t a c h t o those f a c t o r s i n r e l o c a t i n g ? 

16 A. No. As I read t h a t , t h a t was -- Robert Addy, 

17 who i s c r e d i t e d w i t h saying t h a t , who i s I guess president 

18 of PHH Fantas, the world's leading consultant company, i s 

19 saying t h a t what companies do, i f you read, I t h i n k , ahead 

20 of t h a t , i s look f o r reasons not t o l o c a t e . They b a s i c a l l y 

21 look f o r reasons why they should not lo c a t e i n a p a r t i c u l a r 

22 area. And he's saying t h a t they b a s i c a l l y weight t h a t , and 

23 t h i s i s h i s est i m a t i o n . I can't say t h a t ' s a s c i e n t i f i c 

24 statement. 

25 Q. I guess t h a t ' s my p o i n t . 
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1 A. Okay. 

2 Q. You d i d n ' t w r i t e t h i s a r t i c l e , d i d you? 

3 A. No, I d i d not. 

4 Q. Did you speak t o Mr. Thomas about the a r t i c l e ? 

5 A. No, I d i d n ' t . 

6 Q. And how he developed h i s m a t e r i a l f o r i t ? 

7 A. No. I was j u s t simply reading on what Robert 

8 Addy, who i s c e r t a i n l y a world famous consultant on s i t e 

9 s e l e c t i o n — 

10 Q. Looking at your testimony as opposed t o someone 

11 else's a r t i c l e , a t page 2, at the bottom of your testimony, 

12 you note t h a t the Commission i s undoubtedly aware t h a t 

13 Pennsylvania has a g e n e r a l l y unfavorable business c l i m a t e , 

14 and you l i s t various f a c t o r s t o support t h a t , i n c l u d i n g 

15 workers' compensation laws, business taxes, lack of 

16 t r a n s p o r t a t i o n i n f r a s t r u c t u r e and complicated p o l i t i c a l 

17 s t r u c t u r e . 

18 A. That's t r u e . 

19 Q. I take i t none of those have anything t o do w i t h 

20 e l e c t r i c u t i l i t y r ates and none of those are PP&L's f a u l t i n 

21 and of themselves? 

22 A. That i s c o r r e c t . 

23 Q. Now, on page 3 of your testimony, at the top, 

24 you quote from a p o r t i o n of the Pennsylvania Chamber of 

25 Business and In d u s t r y 1995 Business Agenda. 
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1 A. Okay. 

2 Q. And you reference various problems and 

3 d i s i n c e n t i v e s f o r doing business i n Pennsylvania, i n c l u d i n g 

4 business t a x p o l i c i e s , o v e r r e g u l a t i o n , needlessly 

5 a d v e r s a r i a l government r e l a t i o n s h i p s and a problem w i t h the 

6 educational system; i s t h a t correct? 

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

8 Q. Am I c o r r e c t t h a t t h a t business agenda does not 

9 reference e l e c t r i c u t i l i t y r a tes as a matter of concern? 

10 A. That i s c o r r e c t . 

11 Q. Also on page 3 of your testimony you reference 

12 page 6 of the company's statement of reasons i n t h i s case, 

13 and i n p a r t i c u l a r a c h a r t t h a t shows PP&L's rates i n the 

14 lower end of the spectrum of u t i l i t y r a t e s i n Pennsylvania, 

15 Delaware, Maryland, New Jersey and New York; i s t h a t 

16 correct? 

17 A. You have me l o s t there -- oh, okay, I see. 

18 Q. I s t h a t a f a i r summary? 

19 A. Yes. 

20 Q. When you reviewed the statement of reasons, d i d 

21 you also review page 4 and the chart on t h a t page, which 

22 shows t h a t on average PP&L's average r a t e s today are 

23 v i r t u a l l y the same as they were i n 1985? 

24 A. That i s c o r r e c t ; yes. 

25 Q. Did you also review the m a t e r i a l on page 5 of 
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1 the statement of reasons which referenced a 31 percent 

2 increase i n the Consumer Price Index since 1985? 

3 A. I remember doing t h a t . I don't have the numbers 

4 i n f r o n t of me. But, yes, I remember t h a t we saw those 

5 numbers. 

6 Q. Given t h a t PP&L has not had a base r a t e increase 

7 since 1985 and t h a t the Consumer Price Index has increased 

8 over 30 percent since t h a t time, when, i n your opinion, 

9 might PP&L be e n t i t l e d t o a r a t e increase of some type? 

10 A. I r e a l l y don't — I'm not a f i n a n c i a l expert 

11 e i t h e r , j u s t as I am not an attorney. I don't know t h a t I 

12 would know when t h a t number should be determined. 

13 Q. Would you agree w i t h me as a general matter t h a t 

u the p r i c e s of other goods and services have gen e r a l l y 

15 increased, at l e a s t t o some extent, since 1985 i n Lancaster 

16 County? 

17 A. I would agree w i t h t h a t , yes. 

18 Q. Have the Chamber's dues increased since 1985? 

19 A. Yes, they have. 

20 Q. Do you b e l i e v e as a general matter, I take i t , 

21 t h a t i t i s appropriate t o consider economic development i n 

22 s e t t i n g u t i l i t y rates? 

23 A. I t h i n k i t ' s very c r u c i a l . 

24 Q. Are you f a m i l i a r w i t h PP&L's economic 

25 development e f f o r t s ? 
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1 A. Yes. I t h i n k I stated i n my o r i g i n a l testimony 

2 t h a t PP&L has been among the most p r o - a c t i v e businesses i n 

3 our community on economic development. 

4 JUDGE CHRISTIANSON: Yes, I t h i n k you used t h a t 

5 language. I remember. 

6 THE WITNESS: Yes. 

7 BY MR. MacGREGOR: 

8 Q. Now, on page 4 of your testimony, on the second 

9 f u l l paragraph, you reference a l e t t e r from the company's 

10 president dated December 30, 1994, s t a t i n g t h a t a t y p i c a l 

11 i n d u s t r i a l customer would experience an increase of about 

12 9.1 percent; i s t h a t c orrect? 

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

14 Q. Then you s t a t e , based upon a survey which you've 

15 attached t o your testimony, t h a t the increase t o a m a j o r i t y 

16 of businesses who responded t o your survey w i l l be w e l l i n 

17 excess of 9.1 percent; i s t h a t correct? 

18 A. On t h a t i n i t i a l survey, yes, t h a t i s c o r r e c t . 

19 Q. Can we look a t t h a t survey j u s t f o r a minute, 

20 which i s E x h i b i t B — 

21 A. No, t h a t i s not the survey I'm re f e r e n c i n g 

22 there. That was a survey when I j u s t made telephone c a l l s , 

23 q u i t e f r a n k l y , t o some of our l a r g e r users. 

24 Q. I see. 

25 A. Many who would be represented by the A l l i a n c e --
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was where we took our i n i t i a l discussion, and q u i t e f r a n k l y , 

found out, when we were t a l k i n g t o those people, t h a t the 

numbers were s i g n i f i c a n t l y higher. 

Q. Well, you d i d r e p o r t r e s u l t s of a PP&L 

questionnaire i n E x h i b i t B of your testimony, d i d you not? 

JUDGE CHRISTIANSON: This i s t h a t more formal survey 

they took about q u a l i t y of service and such? 

MR. MacGREGOR: Well, i t ' s an e a r l i e r study, 

a c t u a l l y , Your Honor, t h a t asked various questions --

BY MR. MacGREGOR: 

Q. Am I c o r r e c t , Mr. Witmer, product services, 

employee number --

A. Yes, r i g h t . 

-- k i l o w a t t - h o u r s usage, cost per thousand, e t 

That's c o r r e c t . That's, I t h i n k . E x h i b i t B or 

Q. 

cetera? 

A. 

something. 

Q. Yes, i t i s . I f you could look at t h a t , please. 

A. Okay. 

Q. Some of the customers provided i n f o r m a t i o n 

regarding the e f f e c t of the increase on them and some 

d i d n ' t ; i s t h a t correct? 

A. That 1s c o r r e c t . 

Q. Just going through the i n f o r m a t i o n t h a t was 

supplied w i t h E x h i b i t B, I c a l c u l a t e t h a t there are 48 
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1 customers who provided i n f o r m a t i o n as t o the e f f e c t of the 

2 increase on t h e i r r a t e s . I have f u r t h e r c a l c u l a t e d t h a t 27 

3 of those customers, or 56 percent, showed increases of 9.1 

4 percent or less . 

5 A. I d i d n ' t break i t out t h a t way, but t h a t ' s 

6 Q. Accepting those f i g u r e s subject t o check, then 

7 the m a j o r i t y of customers at l e a s t shown on E x h i b i t B w i l l 

8 i n f a c t receive an increase of 9.1 percent or less; i s t h a t 

9 correct? 

10 A. I f you look a t number of customers, yes. 

11 JUDGE CHRISTIANSON: As opposed t o volume, you're 

12 saying? 

13 THE WITNESS: Yes, as opposed t o volume or the number 

u of employees impacted, which i s ki n d of what economic 

15 development means t o me, i s jobs, not how many businesses 

16 you have, but how many jobs you have i n your community. 

17 BY MR. MacGREGOR: 

18 Q. Now, you o r i g i n a l l y t e s t i f i e d a t a p u b l i c i n p u t 

19 hearing i n e a r l y A p r i l ; i s t h a t correct? 

20 A. Yes. 

21 Q. And you were requested t o appear here today by 

22 PP&L so t h a t your testimony could be cross-examined more 

23 f o r m a l l y ; i s t h a t correct? 

24 A. I was requested by someone. I'm not sure i t was 

25 s p e c i f i c a l l y PP&L, though I know t h a t PP&L had said they 
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1 would question me a t t h i s time, yes. 

2 JUDGE CHRISTIANSON: I t h i n k Mr. Russell i n d i c a t e d a 

3 possible need t o question, -~ 

4 THE WITNESS: Yes. 

5 JUDGE CHRISTIANSON: — and the p r e s i d i n g Judge s o r t 

6 of encouraged you t o show up here, I guess. 

7 THE WITNESS: That's c o r r e c t . That's how I remember 

8 i t . 

9 BY MR. MacGREGOR: 

10 Q. Now, i n your supplemental testimony you included 

11 a copy of a memorandum, which I guess you sent t o 

12 manufacturers, where you requested a d d i t i o n a l i n f o r m a t i o n 

13 about the q u a l i t y of ser v i c e and the r a t e schedule under 

14 which those customers took service? 

15 A. Yes. 

16 Q. Am I c o r r e c t t h a t t h a t memo stat e s i n paragraph 

17 two t h a t , " I n f a c t , our testimony" -- meaning the testimony 

18 of the Chamber -- "was so w e l l received t h a t we have been 

19 i n v i t e d t o give a d d i t i o n a l testimony a t a t e c h n i c a l hearing 

20 sometime around A p r i l 25, 1995"? 

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

22 MR. MacGREGOR: That's a l l I have, Your Honor. 

23 JUDGE CHRISTIANSON: Then stand there f o r a moment. 

24 Any other counsel have questions d i r e c t l y or f o l l o w -

25 up? 
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1 (No response.) 

2 JUDGE CHRISTIANSON: I hear no volunteers 

3 immediately. We have such a large crew here I thought I 

4 would check t o make sure. 

5 Then any f u r t h e r f ollow-up by counsel? Any follow-up 

6 you might have? 

7 MR. FRANKHOUSER: No, Your Honor. Thank you. 

8 JUDGE CHRISTIANSON: Then the witness i s again 

9 excused --

10 THE WITNESS: Thank you very much. 

11 JUDGE CHRISTIANSON: — f o r the f i n a l time, I hope, 

12 i n t h i s proceeding. Perhaps not. We'll see. 

13 THE WITNESS: I t ' s an important issue w i t h us. 

u JUDGE CHRISTIANSON: Yes. I r e a l i s e t h a t . I t h i n k 

15 Commissioner Hanger, who was there, r e a l i z e d t h a t as w e l l . 

16 THE WITNESS: Yes. 

17 JUDGE CHRISTIANSON: Thank you f o r your c o n t r i b u t i o n . 

18 THE WITNESS: I appreciate the o p p o r t u n i t y t o come 

19 back again. Thank you. 

20 JUDGE CHRISTIANSON: Thank you. Mr. Kleppinger may 

21 thank you, too. I don't know. 

22 (Witness excused.) 

23 JUDGE CHRISTIANSON: I n the formal sense, any 

24 o b j e c t i o n t o accepting t h i s supplemental testimony i n t o the 

25 record? 
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1 MR. MacGREGOR: No, Your Honor. 

2 JUDGE CHRISTIANSON: Then i t ' s accepted i n t o the 

3 record. 

4 (Whereupon, the document was marlied 

5 as Lancaster Chamber of Commerce and 

6 Ind u s t r y Statement No. 1-A f o r 

7 i d e n t i f i c a t i o n , and was received i n 

8 evidence.) 

9 JUDGE CHRISTIANSON: Do we have copies? Let's be o f f 

10 the record f o r a minute. 

11 (Discussion o f f the record.) 

12 JUDGE CHRISTIANSON: Let's be back on the record. 

13 I guess we're going next w i t h the T r i a l S t a f f 

14 witness, and w e ' l l get him a l i t t l e comfortable. Maybe he 

15 can come up, and i t w i l l j u s t be a couple of minutes. 

16 The Lancaster Chamber of Commerce supplemental 

17 testimony i s accepted i n t o the record. And we've now gotten 

18 two copies scared up f o r the court r e p o r t e r . 

19 While the witness i s g e t t i n g comfortable, I ' l l j u s t 

20 mention a couple of t h i n g s I have, and we can get t o them a 

21 l i t t l e l a t e r , perhaps, i n more d e t a i l i f we need t o . 

22 Just today I t h i n k I got Mr. Russell's request f o r 

23 t r a n s c r i p t c o r r e c t i o n s . I ' l l j u s t mention, my normal 

24 p r a c t i c e w i t h these i s t o ignore them as much as I can, but 

25 i f anybody has ob j e c t i o n s t o them, speak w i t h i n a reasonable 
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1 time. I'm not sure the Rule of P r a c t i c e c a l l s f o r 

2 responses, but gene r a l l y we assume t h a t they're allowed 

3 unless there i s some o b j e c t i o n t o them. I t r y t o at l e a s t 

4 mention them i n my f i n a l d ecision i n the case. But again, 

5 we can presume he's making c o r r e c t i o n s t o speak the t r u t h , 

6 but I haven't read them i n d e t a i l y e t , so we don't know i f 

7 he l i e s or not. I'm assuming t h a t they're reasonable 

8 changes, glancing a t them. 

9 I ' l l mention maybe i n more d e t a i l when we get t o the 

10 witness, I have some remarks about the discovery problem 

11 between PP&L and the Univer s i t y / C o l l e g e C o a l i t i o n . Largely 

12 i t ' s moot. Mr. Delaney d i d not volunteer t o withdraw h i s 

13 motion, so w e ' l l deal w i t h t h a t . I d e a l t w i t h t h a t w i t h 

u counsel f o r the two p a r t i e s involved, and I d i d n ' t f o l l o w up 

15 i n w r i t i n g f o r various reasons, i n c l u d i n g my own schedule at 

16 the moment. But w e ' l l get t o t h a t . 

17 I ' l l j u s t mention t h a t we have o b j e c t i o n s on 

18 discovery of the Fuel O i l Dealers t o PP&L i n t e r r o g a t o r i e s . 

19 We can t a l k about t h a t a l i t t l e l a t e r perhaps. I'm not sure 

20 i f PP&L i s going t o press a l l the d e t a i l s they're asking 

21 f o r . But again, I'm not sure i f t h i s r e l a t e s s p e c i f i c a l l y 

22 t o testimony or goes beyond t h a t . I j u s t haven't d o v e t a i l e d 

23 the testimony yet w i t h the i n t e r r o g a t o r y requests. We can 

24 get t o t h a t a l i t t l e l a t e r , perhaps, today or another day. 

25 I got a couple of l e t t e r s I ' l l t a l k t o PP&L about a 
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1 l i t t l e l a t e r , j u s t consumer l e t t e r s . I've gotten a l o t of 

2 consumer l e t t e r s , p a r t i c u l a r l y out of Wi l l i a m s p o r t area. I 

3 haven't seen them a l l , a l l the postcards t h a t came i n , they 

4 go down t o the f i l e , but I t r y t o see what I can. And I 

5 don't have copies f o r everybody. I've made copies only i f 

6 they seem p e r t i n e n t . But I've got a couple of examples, 

7 b a s i c a l l y , on the RTS r a t e , which, again, I w i l l share w i t h 

8 counsel a l i t t l e b i t l a t e r . 

9 One happened t o come t o the scheduler and she brought 

10 i t t o me, so I thought I would have a copy made a v a i l a b l e . 

11 Again, we don't have t o worry about t h a t r i g h t now. This 

12 one was about a three-page l e t t e r , which, again, was f a i r l y 

13 a r t i c u l a t e about RTS, but we've gone over t h a t ground q u i t e 

u a b i t i n the p u b l i c i n p u t hearings, so there's nothing 

15 r e a l l y new on t h a t . I w i l l share t h a t w i t h counsel l a t e r . 

16 And another copy of a one-page l e t t e r on the same subject 

17 matter. 

18 I haven't made copies f o r everybody, but I ' l l j u s t 

19 mention t o everybody t h a t the cards and l e t t e r s are coming, 

20 p a r t i c u l a r l y on the RTS matter. People seem concerned about 

21 t h a t , and a l o t j u s t are opposed t o the r a t e increase 

22 g e n e r a l l y . We've been sending them t o the main f i l e . I f 

23 they seem l i k e they're formal at a l l , we make copies, and I 

24 might be even responding t o some of them. 

25 We do have a witness here, and w e ' l l t a l k about these 
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1 subjects f u r t h e r on, but l e t ' s t r y t o get through the one 

2 more witness. Then maybe at the break I can see i f counsel 

3 want t o discuss some of these matters. 

4 I ' l l go ahead and swear i n the witness, and we can 

5 proceed w i t h him. 

6 Could you stand and r a i s e your r i g h t hand? 

7 Whereupon, 

8 PAUL M. YAROLIN 

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

10 JUDGE CHRISTIANSON: I should mention, counsel, I 

11 guess there's biases and lack of biases here. This witness 

12 i s one of my neighbors up the h i l l , so I j u s t mention t h a t 

13 f a c t . 

14 (Laughter.) 

15 JUDGE CHRISTIANSON: I wave t o him occasionally i n 

16 the neighborhood. 

17 Go ahead, counsel 

18 MR. MICKENS: Thank you, Your Honor. Mr. Paul M. 

19 Y a r o l i n has taken the stand and been sworn. 

20 DIRECT EXAMINATION 

21 BY MR. MICKENS: 

22 Q. Mr. Y a r o l i n , would you please provide your name, 

23 t i t l e and business address f o r the record? 

24 A. Yes. My name i s Paul M. Y a r o l i n . My business 

25 address i s the North O f f i c e B u i l d i n g , Post O f f i c e Box 3265, 
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1 Harrisburg, Pennsylvania. I am a Fixed U t i l i t y Valuation 

2 Engineer i n the O f f i c e of T r i a l S t a f f . 

3 Q. Mr. Y a r o l i n , I have before me a copy of OTS 

4 Statement No. 3, which includes OTS E x h i b i t No. 3. Were 

5 these documents prepared by you or under your d i r e c t i o n and 

6 c o n t r o l ? 

7 A. Yes, they were. 

8 Q. Are there any a d d i t i o n s or c o r r e c t i o n s t h a t you 

9 would l i k e t o make t o your testimony a t t h i s time? 

10 A. Yes, there are. 

11 Q. Would you proceed w i t h them slowly so t h a t the 

12 c o u r t r e p o r t e r can c l e a r l y hear what you have t o say? 

13 A. Yes. On page 5, l i n e 8, i t should be $1,066,365 

14 instead of the $1,066,000. On l i n e 9 i t should be 

15 $14,076,018, i n the parens, ($1,066,365 x $1.10 x 12). 

16 On page 10, l i n e 10, i t should be $14,076,018. 

17 On page 15, l i n e 3 should read, a f t e r the l a s t 

18 sentence, "The t o t a l revenue percentage change f o r Rate 

19 Schedule SE a f t e r the proposed ECR and Base Rate Cr e d i t 

20 Adjustment have been included would be 20.49 percent." 

21 Q. Could you read t h a t again, slowly, please? 

22 A. Yes. "The t o t a l revenue percentage change f o r 

23 Rate Schedule SE a f t e r the proposed ECR and Base Rate C r e d i t 

24 Adjustment have been included would be 20.49 percent." 

25 Q. Period? 
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1 A. Period. 

2 Q. Mr. Y a r o l i n , w i t h those changes and a d d i t i o n s 

3 t h a t you have made t o OTS Statement No. 3, i f I were t o ask 

4 you the questions t h a t are contained t h e r e i n today, would 

5 your answers be the same? 

6 A. Yes, they would be. 

7 MR. MICKENS: Your Honor, I have given two copies of 

8 OTS Statement No. 3, which includes OTS E x h i b i t No. 3, t o 

9 the co u r t r e p o r t e r , and I would ask t h a t t h i s document be 

10 admitted a t t h i s time, subject t o cross-examination. 

11 JUDGE CHRISTIANSON: Yes, under the standard 

12 c o n d i t i o n s the document i s now accepted, your Statement No. 

13 3, i s now accepted i n t o the record. 

14 (Whereupon, the documents were marked 

15 as OTS Statement No. 3 and OTS 

16 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 , 

17 and were received i n evidence.) 

18 MR. MICKENS: Thank you. Your Honor. With t h a t the 

19 witness i s a v a i l a b l e f o r cross-examination. 

20 JUDGE CHRISTIANSON: Thank you, counsel. Again, we 

21 most l o g i c a l l y i n t h i s phase would s t a r t w i t h the company on 

22 everything, unless we have some reason t o the con t r a r y , and 

23 probably j u s t go around the t a b l e . 

24 

25 
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1 CROSS-EXAMINATION 

2 BY MR. MacGREGOR: 

3 Q. Good morning, Mr. Y a r o l i n . 

4 A. Good morning. 

5 Q. Turning t o page 2 of your testimony, am I 

6 c o r r e c t t h a t you have been employed by the Commission since 

7 1974? 

8 A. That i s c o r r e c t . 

9 Q. I n Appendix A of your testimony you l i s t a 

10 number of r a t e cases i n which you have appeared as a 

11 witness. Am I c o r r e c t t h a t t h i s i s the f i r s t time t h a t 

12 you've t e s t i f i e d i n an e l e c t r i c case, a t l e a s t based on the 

13 l i s t appearing here i n Appendix A? 

14 A. That's c o r r e c t . I've worked on other cases, but 

15 t h i s would be the f i r s t t e s t i f y i n g case. 

16 Q. On E x h i b i t 3, Schedule 1, you l i s t a customer 

17 charge or minimum charge comparison f o r a number of e l e c t r i c 

18 u t i l i t i e s i n t h i s s t a t e . Would you agree w i t h me t h a t based 

19 upon PP&L's cu r r e n t monthly customer charge of $4.80, t h a t 

20 the company has the lowest customer charge of any of the 

21 major e l e c t r i c u t i l i t i e s i n the state? 

22 A. I t ' s one of the lowest. 

23 Q. Would you agree w i t h me t h a t i t ' s lower than 

24 Duquesne Light's charge? 

25 A. Yes. 
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Q. I t ' s lower than PECO Energy's charge? 

A. Yes. 

Q. I t ' s lower than Penelec's charge? 

A. Yes. 

Q. I t ' s lower than Pennsylvania Power Company's 

charge? 

A. Yes. 

Q. I t ' s lower than West Penn's charge? 

A. Yes. 

Q. And i t ' s lower than Met-Ed's charge? 

A. Yes. 

Q. Your e x h i b i t here compares customer charges f o r 

these u t i l i t i e s . Did you conduct any comparison of the r a t e 

blocks, the energy blocks, f o r the r e s i d e n t i a l rates of 

these u t i l i t i e s ? 

A. No, I d i d not. 

Q. Would you agree w i t h me as a general matter t h a t 

there could be an i n t e r r e l a t i o n s h i p between the l e v e l of an 

e l e c t r i c company's customer charge and the energy block 

prices? 

A. I n the absence of covering the f u l l cost, I 

could see where those costs could be put onto the energy 

p a r t of i t . 

Q. So, f o r example, i f we had a company w i t h a 

r e l a t i v e l y low customer charge, i t might recover a d d i t i o n a l 
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1 customer charges through a higher f i r s t energy block of the 

2 r a t e , w h i l e a company w i t h a r e l a t i v e l y higher customer 

3 charge might have a somewhat f l a t t e r energy block r a t e 

4 s t r u c t u r e ? 

5 A. That's possible. 

6 Q. I n your opinion, Mr. Y a r o l i n , i f customer costs 

7 are not f u l l y recovered i n the customer charge, should they 

8 be recovered i n the i n i t i a l energy blocks of a r a t e 

9 s t r u c t u r e ? 

10 A. Not nec e s s a r i l y . Depending about s o c i a l 

11 e f f e c t s , they would have t o be considered. 

12 Q. So i n your opinion i t could be appropriate t o 

13 recover a s u b s t a n t i a l p o r t i o n of customer cost i n the t a i l 

14 block of a rate? 

15 A. I n the t a i l would you repeat t h a t again? 

16 Q. I n the t a i l energy block of a r e s i d e n t i a l r a t e . 

17 A. I t h i n k i t would be probably taken care of more 

18 i n the f i r s t block. 

19 Q. How about demand costs, i s i t appropriate t o 

20 attempt t o recover at l e a s t a s u b s t a n t i a l p o r t i o n of demand 

21 costs i n the e a r l y blocks of a rate? 

22 A. Yes, I would say. 

23 Q. Could I r e f e r t o page 4 of your testimony j u s t 

24 f o r a minute, p a r t i c u l a r l y your answer t h a t appears on l i n e 

25 8 on page 4 where you conclude t h a t the increase of $2.40 
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1 per month i n the minimum monthly charge f o r Rate RS would be 

2 excessive? Are you basing t h a t conclusion on the 50 percent 

3 f i g u r e or the $2.40 f i g u r e , or both? 

4 A. F i f t y percent f i g u r e . 

5 Q. So I take i t , a l l else equal, t h a t an increase 

6 of $2.40 a month would not be considered burdensome or as 

7 v i o l a t i v e of the p r i n c i p l e s of gradualism? 

8 A. Well, l o o k i n g a t the 50 percent, i n a d d i t i o n t o 

9 l o o k i n g a t the other customers, other e l e c t r i c u t i l i t y 

10 customers, I t h i n k i t would be. 

11 JUDGE CHRISTIANSON: You mean i f PP&L were uniquely 

12 low i n the f i e l d , you might even 

13 THE WITNESS: I would consider l o o k i n g a t i t . 

14 JUDGE CHRISTIANSON: F i f t y percent i s s t i l l b i g , but 

15 i t wouldn't be so b i g . 

16 THE WITNESS: Right. 

17 JUDGE CHRISTIANSON: Okay. 

18 BY MR. MacGREGOR: 

19 Q. Now, i f we look over on page 6 of your 

20 testimony, under Rate Schedule RTS the c u r r e n t monthly 

21 minimum charge i s $10.95 a month, and i s proposed by PP&L t o 

22 increase t o $15.00 a month; i s t h a t c o r r e c t ? 

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

24 Q. And you have not opposed t h a t increase? 

25 A. No, I haven't. Do you want me t o ex p l a i n why 
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1 not? 

2 Q. Sure. But i f you could agree w i t h me f i r s t t h a t 

3 t h a t proposed increase i s about 37 percent? 

4 A. Okay. 

5 Q. Okay. Then proceed. 

6 A. Based on the company's cost of service study 

7 showing a r a t e of r e t u r n f o r t h i s RTS r a t e schedule, i t has 

8 a negative r a t e of r e t u r n , and t h a t i s shown on my Schedule 

9 No. 2, where under present rates i t 1 s a negative 2.36 

10 percent, and under the proposed r a t e i t s t i l l would be a 

11 negative 0.43 percent. Based on those f i g u r e s , t h a t ' s why I 

12 have recommended an increase i n the RTS schedule as 

13 proposed. 

14 Q. Which includes a 37 percent increase i n the 

15 customer charge? 

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

17 Q. Then at l e a s t based on the f i g u r e s you have on 

18 l i n e 11 of your testimony, the increase t o the energy usage 

19 block from 2.84 cents t o 4.5 cents I c a l c u l a t e t o be 

20 approximately 58 percent; i s t h a t c orrect? 

21 A. Yes. Again, going back t o the r a t e of r e t u r n , 

22 t h a t i s the basis. 

23 Q. I understand. 

24 Now, you referenced a negative r e t u r n as shown i n the 

25 cost of service study f o r the RTS class. Did you make any 
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1 examination t o determine why the r e t u r n from t h a t class i s 

2 negative a t t h i s time? 

3 A. You say at t h i s time. My understanding i s p r i o r 

4 t o t h i s service i t was bundled w i t h the RS service and you 

5 could not d i s t i n g u i s h t h a t i t was a negative r e t u r n . Since 

6 the breakout i t stood on i t s own, and the negative f i g u r e 

7 became apparent. 

8 Q. Then I guess my question i s the same, and I ' l l 

9 accept t h a t c l a r i f i c a t i o n . Did you make any examination as 

10 t o why the r e t u r n from t h a t class i s negative? 

11 A. No, I d i d not. 

12 (Pause. ) 

13 A. I should say though, and I should make a 

14 c l a r i f i c a t i o n , t h a t i t would be a r e s u l t of the lesser 

15 revenue from t h a t s e r v i c e , and the costs associated w i t h 

16 t h a t service would cause a negative r e t u r n . 

17 JUDGE CHRISTIANSON: That's what produces the 

18 negative number? 

19 THE WITNESS: Right. That's c o r r e c t . 

20 BY MR. MacGREGOR: 

21 Q. I f you could look on page 11 of your testimony, 

22 l i n e 17, you s t a t e t h a t "some customers have a concern w i t h 

23 the p e r i o d of time they would experience lower charges when 

24 compared w i t h Rate Schedule RS." Do you see t h a t reference? 

25 A. Yes. 
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1 Q. Am I c o r r e c t t h a t even w i t h the r e l a t i v e 

2 increases proposed by the company i n t h i s case, t h a t Rate 

3 RTS customers w i l l s t i l l experience s i g n i f i c a n t l y lower 

4 charges on t h a t r a t e than they would on Rate RS? 

5 A. That's t r u e . 

6 Q. And your recommendation here at t h i s p a r t of the 

7 testimony i s t h a t the Commission i n s t i t u t e an i n v e s t i g a t i o n 

8 of Rate RTS? 

9 A. Yes, t h a t ' s also c o r r e c t . 

10 Q. Are you aware of any recent review by the 

11 Commission of the RTS rate? 

12 A. No, I'm not. 

13 Q. I would l i k e t o ask you a couple of questions 

14 about the s t r e e t l i g h t i n g r a t e proposal. Am I c o r r e c t t h a t 

15 you propose an off-peak s t r e e t l i g h t i n g r a t e i n t h i s 

16 proceeding? 

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

18 Q. As I read your testimony, you do not propose a 

19 s p e c i f i c r a t e , but you s t a t e t h a t the company should develop 

20 a rate? 

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

22 Q. We're a l i t t l e u n c e r t a i n as t o how we're t o 

23 develop t h a t I guess. Can you ex p l a i n what you mean by an 

24 off-peak r a t e and how you envision i t might be calculated? 

25 A. Yes. I could e n v i s i o n a dual r a t e . I could see 
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1 a w i n t e r r a t e , and I could see a r a t e f o r s p r i n g , summer and 

2 f a l l . Based on a response t o an OTS data request, and i t 

3 has been labeled as Schedule No. 3 --

4 Q. This i s t o your testimony? 

5 A. Yes. Yes, i t i s . 

6 This was the basis f o r my p o s i t i o n . I t shows the 

7 months of A p r i l , May, June, Ju l y , August, September and 

8 October where the peak periods occurred during d a y l i g h t 

9 hours. That's approximately seven months of l i g h t p e r i o d 

10 versus the f i v e d u r i n g the w i n t e r . That would be the basis 

11 f o r a dual r a t e . 

12 Q. So the r a t e would be perhaps somewhat higher 

13 d u r i n g the w i n t e r months when there was usage at the time of 

14 the peak, and a somewhat lower off-peak r a t e f o r the other 

15 months i n the year; i s t h a t what you have i n mind? 

16 A. Yes. The w i n t e r r a t e would be higher than the 

17 summer r a t e , of course. 

18 Q. On page 15 of your testimony, a t the top, you 

19 reference the energy charge increase of 70 percent, which 

20 can place a f i n a n c i a l s t r a i n on a given community, and you 

21 c l a r i f i e d t h a t e a r l i e r today t o r e f l e c t the r o l l - i n of the 

22 ECR and the SBRCA t o show a t o t a l increase, I t h i n k , of 

23 20.49 percent. 

24 A. That's r i g h t . 

25 Q- Have you conducted any study or analysis as t o 

FORM 2 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 



1101 

1 demonstrate t h a t the l e v e l of increase proposed i n t h i s case 

2 would, i n f a c t , impose f i n a n c i a l s t r a i n on any s p e c i f i c 

3 community? 

4 A. Not knowing the size of the communities involved 

5 who have the SE, so i t would be very hard f o r me t o do t h a t . 

6 Q. And you have not done that? 

7 A. I have not done t h a t . 

8 MR. MacGREGOR: That's a l l I have, Your Honor. 

9 Thank you, Mr. Y a r o l i n . 

10 THE WITNESS: Thank you. 

11 JUDGE CHRISTIANSON: Then w e ' l l check around, and 

12 again, j u s t t o f o l l o w at the t a b l e i s the easiest way f o r 

13 me. 

14 Anything from Consumer Advocate? 

15 MS. McCLOSKEY: Yes, Your Honor. I j u s t have one 

16 question. 

17 JUDGE CHRISTIANSON: Go ahead. 

18 CROSS-EXAMINATION 

19 BY MS. McCLOSKEY: 

20 Q. Mr. Y a r o l i n , i n response t o Mr. MacGregor you 

21 i n d i c a t e d t h a t your recommendation regarding Rate RTS was 

22 based on the company's cost of service study. Was your 

23 recommendation regarding the Rate RS customer charge also 

24 based on the company's cost of service study? 

25 A. Yes. 
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1 MS. McCLOSKEY: Thank you. 

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

3 JUDGE CHRISTIANSON: Bethlehem? 

4 MS. BRANDEIS: I have nothing, Your Honor. 

5 MR. MELIA: No questions, Your Honor. 

6 MR. HAYNES: I have a few questions. 

7 JUDGE CHRISTIANSON: Go ahead, Mr. Haynes. 

8 CROSS-EXAMINATION 

9 BY MR. HAYNES: 

10 Q. Good morning, Mr. Y a r o l i n . 

11 A. Good morning. 

12 Q. I'm Bob Haynes, representing the Central Eastern 

13 Pennsylvania Fuel O i l Dealers. 

14 Would you agree t h a t Rate Schedule RTS i s o f f e r e d by 

15 PP&L f o r purposes of serving heating customers? 

16 A. Yes. 

17 Q. Would you agree t h a t Rate Schedule RTS would be 

18 an a l t e r n a t i v e t o customers t o f o s s i l f uels? 

19 A. Yes. 

20 Q. I n terms of your concerns w i t h the marketing of 

21 Rate Schedule RTS, i s there any i n f o r m a t i o n i n t h i s record 

22 t h a t you have reviewed t o r a i s e t h a t concern? 

23 A. The source of my i n f o r m a t i o n has been the p u b l i c 

24 i n p u t hearings. There appears t o be a l o t of concern from 

25 the customers of RTS as f a r as promises made or maybe 
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understandings of what was expected. Based on t h a t , t h a t ' s 

where I came t o the conclusion t h a t some i n v e s t i g a t i o n would 

be needed. 

Q. Have you reviewed the testimony and e x h i b i t s 

o f f e r e d by the Central Eastern Pennsylvania Fuel O i l 

Dealers? 

A. I d i d not. 

MR. HAYNES: That's a l l the questions I have. Thank 

you. 

JUDGE CHRISTIANSON: I was j u s t t h i n k i n g about 

whether I should t e l l an o l d story . 

(Laughter.) 

JUDGE CHRISTIANSON: Let's be o f f the record f o r a 

minute. I f e e l l i k e t e l l i n g a st o r y . 

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

We were o f f the record j u s t t o t e l l an o l d s t o r y t h a t 

doesn't have t o be repeated f o r the record and get i n t o t h i s 

question of competition a l i t t l e b i t . Obviously, t h i s 

question of competition i s going t o be d e v i l i n g us over the 

next few years, not j ust of f u e l o i l , but the whole question 

about competition; e l e c t r i c as w e l l . E l e c t r i c may go the 

way of gas, competition w i t h i n the u t i l i t y type as w e l l as 

ex t e r n a l competition. 

But I might have i n t e r r u p t e d Mr. Haynes. Were you 

done w i t h your cross? 

MR. HAYNES: No. I was f i n i s h e d , Your Honor. 

JUDGE CHRISTIANSON: Anything from the f e d e r a l 

government? 

MR. McCORMICK: No questions. Your Honor. 

MS. MOURY: I do. Your Honor. 

JUDGE CHRISTIANSON: Yes. I thought you might. 

CROSS-EXAMINATION 

BY MS. MOURY: 

Q. Good morning, Mr. Y a r o l i n . 

A. Good morning. 

Q. I j ust r e a l l y have a couple of questions t o make 

sure I understand your recommendation f o r d i s t r i b u t i n g a 

revenue award t h a t would be less than the company requested. 

The way I understand i t , your testimony at page 10, the 
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bottom of page 10, i s t h a t e s s e n t i a l l y the f i r s t $17.44 

m i l l i o n increase granted t o PP&L would be d i s t r i b u t e d 

between the RS and RTS classes only. 

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

Q. And t h a t would be through an increase of the 

customer charge? 

A. That's r i g h t . 

Q. Now, anything above the $17.44 m i l l i o n would 

then be shared p r o p o r t i o n a t e l y among a l l the other classes 

except RTS? 

A. Except the SE r a t e , which would not be 

increased. 

Q. A l l r i g h t . So w i t h the exception of SE and RTS, 

a l l the other classes then would share p r o p o r t i o n a t e l y i n 

t h a t amount? 

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

Q. So would you agree t h a t what you are proposing 

i s a l i t t l e d i f f e r e n t than a t r a d i t i o n a l p r o p o r t i o n a t e 

scale-back? 

A. S l i g h t l y . 

MS. MOURY: That's a l l I have. Your Honor. Thank 

you. 

JUDGE CHRISTIANSON: I ' l l j u s t remark. You c a l l e d me 

about your witness and we touched on t h i s question w i t h your 

witness. You asked i f I had questions f o r the witness. 
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Obviously, t h i s case may r e q u i r e more r a t e design t h i n k i n g 

than many cases do because of some s i g n i f i c a n t changes 

invol v e d ; and I guess Consumer Advocate opens up the 

p o s s i b i l i t y of even negative numbers i n the case. 

I guess we could ask the r a t e design people what 

happens i f a negative number conies out as a r e s u l t . I'm 

sure PP&L would r a t h e r not t h i n k about negative numbers, but 

i t ' s i n the case now. 

I do appreciate i f counsel would give some thought t o 

the p o s s i b i l i t y of some of these r a t e design problems at a 

lesser increase, p a r t i c u l a r l y the i n t e r r u p t i b l e i n d u s t r i a l 

and the r e s i d e n t i a l heating. Again, t h i s i s only a 

p o s s i b i l i t y . I don't know where the numbers are going t o 

come i n t h i s case. When I w r i t e i t up, I don't even know 

where the numbers come u n t i l a f t e r my people have done the 

charts, so I l i k e t o t h i n k t h a t I do each issue as the issue 

comes and don't look at the bottom l i n e , but the bottom l i n e 

i s going t o be there e v e n t u a l l y when the Commission i s done 

w i t h the whole t h i n g . 

I n any case, we can worry about t h a t more when your 

witness comes -- when your witness doesn't come, and you may 

p o i n t out the passage you r e f e r r e d t o on the telephone. 

Anything, Mr. Kleppinger? 

MR. KLEPPINGER: Yes, Your Honor, j u s t b r i e f l y . 
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CROSS-EXAMINATION 

BY MR. KLEPPINGER: 

Q. Mr. Y a r o l i n , I j u s t want t o c l a r i f y t h a t w i t h i n 

the four corners of your testimony, you have not made a 

recommendation regarding how any increase t o a given r a t e 

schedule i s handled w i t h i n a schedule, namely between f i r m 

and i n t e r r u p t i b l e service, as referenced by the Judge. 

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

Q. You have not taken a p o s i t i o n on t h a t ; correct? 

A. To the extent t h a t as the company proposes 

i n t e r r u p t i b l e versus the f i r m , f o l l o w i n g t h e i r same format, 

a l l o c a t i n g t h a t revenue requirement, i f i t 1 s i n excess of 

the 17 m i l l i o n , i t would be spread as the company proposed, 

the same percentage. 

Q. Okay. But i n terms of whether or not there 

should be a r a t e design change t o the way an i n t e r r u p t i b l e 

r a t e i s charged, you have not analyzed that? 

A. I have not given a p o s i t i o n on t h a t . 

MR. KLEPPINGER: Thank you. That's a l l I have. 

JUDGE CHRISTIANSON: Then we can perhaps pause. We 

seem t o be done w i t h cross f o r the witness. 

MR. MICKENS: No r e d i r e c t , Your Honor. 

JUDGE CHRISTIANSON: That de c i s i o n was made q u i c k l y . 

Then we can be done w i t h the witness, and the witness i s 

excused. 
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(Witness excused.) 

JUDGE CHRISTIANSON: I t h i n k we can take a l i t t l e 

time. Let's be o f f the record b r i e f l y . 

(Discussion o f f the record. ) 

JUDGE CHRISTIANSON: Let's be back on the record. 

We'll l e t the next l i v e witness get s e t t l e d i n the 

witness box. Maybe we can hear b r i e f l y from the Small 

Business Advocate about your witness. Your witness i s not 

here? 

MS. MOURY: That's r i g h t . Your Honor, but I do have 

hi s testimony. 

JUDGE CHRISTIANSON: Do you want t o move i t i n at 

t h i s point? 

MS. MOURY: I might as w e l l . 

JUDGE CHRISTIANSON: Go ahead. 

MS. MOURY: Your Honor, I would move i n t o the record 

OSBA Statement No. 1, which co n s i s t s of the d i r e c t testimony 

and e x h i b i t of Robert D. Knecht. I understand t h a t the 

p a r t i e s are w i l l i n g t o s t i p u l a t e t o the admission of t h i s 

document without the need f o r cross-examination. 

JUDGE CHRISTIANSON: Yes; and I hear no op p o s i t i o n t o 

th a t statement. At t h i s p o i n t , assuming there i s no need 

f o r cross, I now accept OSBA Statement No. 1 i n t o the 

record, subject, l e t ' s say, t o motions made today i f anybody 

has t r o u b l e w i t h i t . 
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(Whereupon, the document was marked 

as OSBA Statement No. 1 f o r 

i d e n t i f i c a t i o n , and was received i n 

evidence. ) 

MS. MOURY: That's f i n e . Your Honor. One t h i n g I 

should mention i s t h a t when I spoke w i t h Mr. Z i e l o n i s 

yesterday about t h i s , he wasn't c e r t a i n whether he d i d have 

any cross-examination f o r Mr. Knecht. He d i d n ' t b e lieve 

t h a t he would, but the way t h a t we l e f t i t i s t h a t i f he 

would have a question or two on h i s d i r e c t testimony, t h a t 

perhaps he could delay i t u n t i l the f i n a l phase of hearings 

f o r cross of r e b u t t a l and s u r r e b u t t a l and could be permitted 

t o ask those questions at t h a t time. 

JUDGE CHRISTIANSON: Or i f we have a question or two, 

we might work i t out by telephone without having him i n . 

MS. MOURY: That's the other o p t i o n , Your Honor. 

JUDGE CHRISTIANSON: Okay. When you c a l l e d me about 

t h i s , you thought I might have questions, because your 

witness deals w i t h a r a t e design on a low increase 

p o s s i b i l i t y . 

MS. MOURY: Right, Your Honor. Someone had suggested 

t h a t Your Honor might have questions, and I s p e c i f i c a l l y 

wanted t o a l e r t you t o h i s testimony and the p o r t i o n of i t 

t h a t does recommend an a l t e r n a t i v e way of a l l o c a t i n g a 

revenue award t h a t i s lower than the company has requested. 
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JUDGE CHRISTIANSON: Right. I j u s t thought I'd have 

you mention t h a t f a c t . 

MS. MOURY: Again, i f there would be any questions on 

t h a t a t a subsequent hearing, I'm sure Mr. Knecht would not 

have a problem w i t h e x p l a i n i n g any of t h a t a t t h a t time. 

JUDGE CHRISTIANSON: And maybe by r e b u t t a l time we're 

more f i r m on j u s t what might happen w i t h the whole 

proceeding. 

Well, then I ' l l mention b r i e f l y my discovery problem. 

I've been t r y i n g t o do things i n f o r m a l l y because I have been 

a l i t t l e busy l a t e l y f o r various reasons; and I ' m t r y i n g t o 

read my notes. I also have t h i s handwriting problem. Oh. 

Ba s i c a l l y , I ended up not a l l o w i n g the discovery or not 

demanding, r e q u i r i n g the discovery. B a s i c a l l y , the company 

had provided a 1-CP analysis, which counsel had i n d i c a t e d i s 

s i m i l a r t o the 3-CP analysis sought. I guess the witness 

had wanted the 3-CP run; and based on a p r e l i m i n a r y 

discussion w i t h counsel, I decided t h a t , weighing the burden 

against the v i r t u e s of i t and weighing the t i m i n g of i t , I 

was not going t o compel. 

I f we need more discussion, we can have i t . I 

announced t h i s t o the two p a r t i e s immediately concerned or 

the two counsel and said I'd f o l l o w up at hearing, and I d i d 

not memorialize i t w i t h a w r i t t e n order; but by the time we 

got t o t h a t p o i n t , i t was l a r g e l y mooted out. 
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S p e c i f i c a l l y , Mr. Delaney i n d i c a t e d t h a t he was not 

withdrawing h i s motion. But based on s o r t of a balancing, I 

w i l l say f o r Mr. Delaney t h a t under the proper 

circumstances, I w i l l compel a u t i l i t y t o respond t o these 

s o r t s of t h i n g s . I t h i n k t h a t was one p o i n t he was making. 

We went back and f o r t h as t o t i m i n g , he should have done i t 

e a r l i e r , and a whole bunch of thin g s l i k e t h a t , but we cut 

through most of t h a t . But I am w i l l i n g t o compel on t h i s , 

and i n several gas cases over the years, 1 1ve compelled i n 

some d e t a i l . But considering the a v a i l a b i l i t y of 

a l t e r n a t i v e methods and the general s i t u a t i o n we had, I d i d 

not compel on t h i s one; and I don't t h i n k I have t o go i n t o 

f u r t h e r d e t a i 1 unless counsel have problems. 

We do have the witness here, and I guess Mr. Melia 

can proceed. I f you want t o t a l k about the discovery, go 

ahead. 

MR. MELIA: Your Honor, I have nothing f u r t h e r t o add 

on t h a t . 

JUDGE CHRISTIANSON: Okay. As I said, I t a l k e d t o 

Mr. Delaney i n some d e t a i l . I'm sure you're aware of the 

conversation. 

MR. MELIA: Yes. 

JUDGE CHRISTIANSON: Go ahead. 

MR. MELIA: Thank you, Your Honor. Mr. Ei s d o r f e r has 

taken the stand and should be sworn. 
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JUDGE CHRISTIANSON: Y e s . T h a t ' s one t h i n g I s h o u l d 

d o . 

W h e r e u p o n , 

KENNETH EISDORFER 

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

MR. MELIA: Your Honor, I've p r e v i o u s l y d i s t r i b u t e d 

t o the court r e p o r t e r and the p a r t i e s copies of the 

Universi t y / C o l l e g e C o a l i t i o n Statement No. 1, and I would 

ask t h a t i t be marked at t h i s time. 

JUDGE CHRISTIANSON: Yes, so marked, your No. 1. 

(Whereupon, the document was marked 

as UCC Statement No. 1 f o r 

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

MR. MELIA: And also attached t o i t are the e x h i b i t s 

of Mr. Eisdo r f e r . That has been designated KE-1, and i f i t 

could be marked as such. 

JUDGE CHRISTIANSON: Yes. We can separately mark i t , 

but i t i s p h y s i c a l l y one document stapled together. That's 

c o r r e c t . So i d e n t i f i e d . 

(Whereupon, the document was marked 

as UCC E x h i b i t No. KE-1 f o r 

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

DIRECT EXAMINATION 

BY MR. MELIA: 

Q. Mr. Eisdorfer, could you s t a t e your f u l l name 
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and business address f o r the record? 

A. Kenneth Eisdorfer, 2258 Schuetz Road, St. Louis, 

Missouri. 

Q. And by whom are you employed and i n what 

capacity? 

A. Cook, Eis d o r f e r & Associates. I am a consultant 

i n the f i e l d of p u b l i c u t i l i t y r e g u l a t i o n . 

Q. Do you have before you what has been marked f o r 

the record as University/College C o a l i t i o n Statement No. 1? 

A. Yes. 

Q. Which i s captioned the testimony of Kenneth 

Eisdorfer? 

A. Yes. 

Q. And was t h i s statement prepared by you? 

A. Yes. 

Q. Do you have any changes or c o r r e c t i o n s t o make 

to the statement at t h i s time? 

A. NO. 

Q. I s the i n f o r m a t i o n contained i n UCC Statement 1 

t r u e and c o r r e c t t o the best of your knowledge? 

A. Yes. 

Q. Moving to your E x h i b i t KE-1 c o n s i s t i n g of e i g h t 

schedules, v/as t h i s e x h i b i t prepared by you or under your 

d i r e c t i o n ? 

A. I t was. 
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Q. Do you have any changes or c o r r e c t i o n s t o make 

t o that e x h i b i t ? 

A. No. 

Q. And i s a l l the i n f o r m a t i o n contained i n t h a t 

E x h i b i t UCC KE-1 t r u e and correct? 

A. Yes. 

MR. MELIA: Your Honor, at t h i s time I would move f o r 

the admission of both UCC Statement 1 and E x h i b i t KE-1 

subj ect t o any cross-examination or motions, and I would 

tender the witness f o r cross. 

JUDGE CHRISTIANSON: Subject t o the standard 

c o n d i t i o n s , the statement and the accompanying e x h i b i t are 

accepted i n t o the record. 

(Whereupon, the documents marked as 

UCC Statement No. 1 and UCC E x h i b i t 

No. KE-1 were received i n evidence.) 

JUDGE CHRISTIANSON: Let me s t a r t w i t h one question 

j ust because I have a marginal note I made here. On page 9, 

at the middle of the page, you have an answer. As I s i t 

here, i t seems f a i r l y c l e a r , but I made the note, "Based on 

what study?" The I2-CP study, I guess. 

THE WITNESS: Table 2? 

JUDGE CHRISTIANSON: Yes, t h i s t a b l e . 

THE WITNESS: No. Table 2 i s based upon the r e s u l t s 

of the s i n g l e CP study. 
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JUDGE CHRISTIANSON: Okay. Then i t ' s good I asked. 

Then we can go w i t h cross-examination t h a t the 

company has. 

MR. MacGREGOR: Yes, Your Honor. Mr. Barr from my 

o f f i c e w i l l cross-examine Mr. Eisdo r f e r . 

JUDGE CHRISTIANSON: Okay. Go ahead. 

MR. BARR: Thank you. Your Honor. 

CROSS-EXAMINATION 

BY MR. BARR: 

Q. Mr. Eisdorfer, my name i s Christopher Barr. I'm 

here f o r the company. Good morning. 

A. Good morning, s i r . 

Q. You represent several colleges i n the company1s 

ser v i c e t e r r i t o r y ? 

A. Yes. 

Q. I'd l i k e you t o t u r n t o page 3 of your testimony 

at l i n e s 4 t o 14. Do you have that? 

A. Yes. 

Q. There you s t a t e your o p i n i o n t h a t under c u r r e n t 

r a t e s , businesses and i n s t i t u t i o n s served by the company are 

placed at an u n f a i r and unnecessary disadvantage i n o f f e r i n g 

t h e i r goods and services i n the competitive marketplace. 

A. Yes. 

Q. I s t h i s simply a broad g e n e r a l i z a t i o n or are you 

making t h a t statement s p e c i f i c a l l y w i t h regard t o your 
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sponsoring colleges i n t h i s case? 

A. Well, i t i s a broad statement t h a t i s intended 

t o include the colleges t h a t I am representing i n t h i s case. 

Q. So your contention i s t h a t they are placed at an 

u n f a i r and unnecessary disadvantage i n o f f e r i n g t h e i r 

services? 

A. Yes. Generally, i n the cu r r e n t s t r u c t u r e of 

higher education i n t h i s country, colleges must compete f o r 

students j u s t l i k e a business must compete i n s e l l i n g i t s 

goods and services. 

I n competing f o r students, colleges must set t u i t i o n 

r a t e s , and t u i t i o n rates are p a r t i a l l y a f u n c t i o n of power 

costs t h a t the colleges must pay. 

Q. You a n t i c i p a t e d my next question, Mr. Ei s d o r f e r . 

Do you know what the percentage of these colleges' t o t a l 

costs are t h a t a r i s e from the e l e c t r i c i t y charges from the 

company? 

A. I do not. Obviously, the colleges believe t h a t 

i t i s s i g n i f i c a n t by the mere f a c t t h a t I am here today. 

Q. But you do not know at a l l what t h a t percentage 

is? 

A. No, I do not. 

JUDGE CHRISTIANSON: Perhaps I can mention f o r other 

counsel present -- I am sure the company i s aware -- the 

colleges sent a witness, the president of one of the 
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colleges, t o the p u b l i c input hearing at Harrisburg. I 

understand from counsel t h a t he came there t o have the 

Commissioners present, but they were dealing w i t h a 

management study over at the North O f f i c e B u i l d i n g and were 

not present there, though they were present a t other p u b l i c 

input hearings. 

Go ahead. 

MR. BARR: Thank you. Your Honor. 

BY MR. BARR: 

Q. Now, as I read your testimony on t h i s page, you 

are c r i t i c i z i n g the competitive impact of the company's 

e x i s t i n g r a t e s , not j u s t the proposed r a t e s . 

A. That i s c o r r e c t . 

Q. Are you aware of what percentage the company's 

base rates have increased since 1985 before the pending 

proposal would become e f f e c t i v e ? 

A. Well, there has not been a base r a t e case since 

1985, so there has been no change other than p o s s i b l y some 

minor changes due to a change i n tax r a t e s . 

Q. Mr. Eisdorfer, are you aware of how much since 

1985 the t u i t i o n charges of your sponsoring colleges have 

increased? 

A. No. 

Q. Do you know whether i t i s greater or less than 

the general r a t e of i n f l a t i o n , CPI? 
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A. I don't know w i t h respect t o the s p e c i f i c 

colleges t h a t I am representing. I am aware t h a t i n 

general, the cost of higher education has increased greater 

than the CPI throughout the country. 

Q. Thank you. Under which r a t e schedules do your 

sponsoring colleges p r i m a r i l y receive service from the 

company? 

A. Rates LP-4, GS-3, GS-1 and GH. 

Q. Now, you've made c e r t a i n r a t e design and cost of 

service recommendations f o r the Commission t o consider. 

Which among the r a t e classes t h a t you've proposed -- which 

among the increases and so f o r t h you've proposed i n v o l v e the 

smallest increase t o a r a t e class? 

A. As shown on Schedule 6 of my e x h i b i t , the 

smallest increase i s proposed f o r Rate GS-1. I t i s a c t u a l l y 

a r a t e decrease. 

Q. Right. Then a f t e r GS-1, the smallest increases 

are for? 

A. 

Q. 

A. 

ISA. 

Well, standby would also get a decrease. 

Right. Among the other classes? 

Rate GS-3 and Rate -- I'm sorry. Rate LP-4 and 

Q. So the colleges' r a t e schedules would receive 

the lowest increase among these given the others t h a t you 

have mentioned? 
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A. The f o u r t h r a t e schedule t h a t I mentioned. Rate 

GH, would receive one of the greatest increases, 19.2 

percent. So three out of the four r a t e schedules t h a t I 

mentioned would have r e l a t i v e l y small increases or, i n the 

case of GS-1, a decrease according t o proper cost of service 

p r i n c i p l e s . 

Q. Under your proposal, which r a t e class s u f f e r s 

the l a r g e s t increase? 

A. Rate RTS. 

Q. And a f t e r t h a t , would RS be the highest? 

A. A c t u a l l y , l i g h t i n g . Then RS. 

Q. Within the class of the r e s i d e n t i a l customers, 

the RS, i n d i v i d u a l r e s i d e n t i a l consumers could end up paying 

q u i t e a b i t more than t h i s average percentage; i s t h a t 

c o r r e c t ? 

A. Well, obviously, t h a t i s a f u n c t i o n of the r a t e 

design t h a t i s implemented. I t i s possible t h a t i f the 

r e s i d e n t i a l r a t e i s increased by a uniform percentage w i t h 

respect t o the customer charges and the energy charges, then 

a l l classes i n the RS r a t e could receive the increase t h a t 

I've recommended of 25.5 percent at the company's requested 

revenue r e l i e f l e v e l . So i t i s a f u n c t i o n of how the RS 

r a t e i s designed. 

Q. I t could be higher, though? 

A. I t could be higher. 
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Q. I n your t e s t i m o n y , you r e j e c t t h e company 1s 

p r o p o s a l o f hav i n g a g e n e r a l p o l i c y o f capping r a t e c l a s s 

i n c r e a s e s a t 1.5 times t h e system average; i s t h a t r i g h t ? 

A. Yes. 

Q. You i n s t e a d have a p r o p o s a l t h a t i t be capped a t 

t h r e e t i m e s t h e system average? 

A. That i s c o r r e c t , which s t i l l would have a 

customer i n c u r a maximum i n c r e a s e which i s below t h e 

aggregate change i n t h e Consumer P r i c e Index s i n c e 1985, t h e 

t i m e o f t h e company's l a s t r a t e case. 

Q. R i g h t , r i g h t . Now, would you a l s o r e j e c t a 

p r o p o s a l , i f t h e company were t o advance i t , t o i n c r e a s e t h e 

cap f o r c l a s s i n c r e a s e s a t 1.65 times t h e system average? 

A. Yes. 

Q. Mr. E i s d o r f e r , have you p r e v i o u s l y t e s t i f i e d i n 

a PP&L base r a t e case? 

A. Yes. I t e s t i f i e d i n t h e 1983 case. 

Q. Do you happen t o have t h a t t e s t i m o n y w i t h you? 

A. No. 

Q. F o r t u n a t e l y , I happen t o have a c o u p l e e x t r a 

c o p i e s . I have a copy f o r c o u n s e l , t o o . 

JUDGE CHRISTIANSON: I t ' s g e t t i n g c l o s e t o b e i n g an 

a n c i e n t document. 

THE WITNESS: I commend whoever m a i n t a i n s your f i l i n g 

system. 
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MR. BARR: No cobwebs even. 

(Document handed t o witness.) 

BY MR. BARR: 

Q. Now, perhaps v/ith the a i d of t h i s copy, do you 

r e c a l l what cap you advised i n t h a t r a t e case f o r maximum 

class increases? 

A. Well, I see i t r i g h t here. On page 21, the cap 

was 1.66 times the average increase t o the system. I f I can 

j u s t have a moment to look at another p o r t i o n of my 

testimony. 

(Witness perusing document. ) 

A. I believe I recommended t h a t cap f o r a very good 

reason. The circumstances i n t h a t case were a l o t d i f f e r e n t 

than t h i s case. Susquehanna Unit No. 1 was coming on l i n e . 

The company was requesting a tremendous increase i n base 

r a t e s . Exclusive of f u e l , t h a t increase was 62.7 percent, a 

much, much higher increase than what the company i s 

proposing i n t h i s case. 

So the 1.66 recommendation i n the 1983 case gave 

r e c o g n i t i o n t o the o v e r a l l size of PP&L's request, which was 

much greater than what i s being requested i n t h i s case. So 

I t h e r e f o r e b elieve that my recommendation of three times 

the system average i n t h i s case provides r e c o g n i t i o n t h a t 

the o v e r a l l requested increase i n t h i s case i s s i g n i f i c a n t l y 

below t h a t i n the 1983 case. 

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



1 

2 

.3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1.'! 

14 

15 

Ifi 

17 

18 

19 

20 

21 

22 

23 

24 

1122 

Q. Looking at the r e l a t i v e s i z e of the two r a t e 

cases, what was the company's proposed d o l l a r increase i n 

t h a t case, Mr. Eisdorfer? 

A. The o v e r a l l d o l l a r increase i n base rates was 

$483.3 m i l l i o n as compared t o $257.9 m i l l i o n i n t h i s case. 

Q. Where are you reading t h a t f i g u r e from? 

A. Schedule 10. 

Q. Your Schedule 10 i n t h a t case? 

A. Yes. 

Q. So i t ' s your testimony t h i s was the amount the 

company was requesting i n t h a t case? 

A. I n base ra t e s , the increase i n base r a t e s . 

Q. That i s your testimony? 

A. Yes, based upon my very quick review of 

testimony t h a t was f i l e d 12 years ago. 

Q. I understand. Thank you. 

I'd l i k e you t o t u r n t o excuse me f o r a moment --

t h a t p r i o r testimony at page 2. On l i n e s 11 t o 13 and 14, 

you s t a t e t h a t , "I've remained cognizant of the large 

magnitude of PP&L's request and have s t r u c t u r e d my proposals 

i n a manner which seeks to avoid o v e r l y abrupt r a t e 

increases t o customers." 

Do you agree w i t h the p o l i c y of avoiding o v e r l y 

abrupt r a t e increases to customers f o r c u r r e n t ratemaking 

purposes as well? 
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A. I do. 

Q. Mr. Eisdorfer, I'd l i k e you t o t u r n now t o page 

5 of your c u r r e n t testimony -- you can l a y aside the ancient 

tome at l i n e s 9 to 11. There you s t a t e t h a t "The annual 

system peak d i c t a t e s the amount of production and 

transmission capacity t h a t a u t i l i t y must have a v a i l a b l e . " 

You go on and express s i m i l a r thoughts elsewhere i n your 

testimony. 

Does the l e v e l of the company's annual system peak 

d i c t a t e the type of production capacity the company uses t o 

meet t h a t peak? 

A. Not necessarily. I mean, the growth i n the 

annual system peak i s the d r i v i n g force behind the need t o 

add a d d i t i o n a l capacity. The type of capacity i s influenced 

by other f a c t o r s i n a d d i t i o n t o the annual system peak. 

Those can include minimization of t o t a l cost, s i t i n g 

c o nsiderations, p o l i t i c a l considerations, environmental 

considerations, f u e l a v a i l a b i l i t y issues. There are a l l 

s o r t s of questions t h a t must be looked a t and answered 

before a u t i l i t y decides what type of generation should be 

i n s t a l l e d on i t s system. 

JUDGE CHRISTIANSON: Or what mix, a c t u a l l y , t o t a l ? 

THE WITNESS: Yes. 

JUDGE CHRISTIANSON: By type, you mean what you have 

to add on would be a decision? 
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THE WITNESS: Yes. I'm t a l k i n g about a d d i t i o n s t o 

the e x i s t i n g mix. 

JUDGE CHRISTIANSON: Okay, f i n e . 

BY MR. BARR: 

Q. I guess i n l i n e w i t h the Judge's comment, by 

type, we've been discussing the question of d i f f e r e n t types 

of production l i k e nuclear, c o a l - f i r e d , o i l - f i r e d , and 

combustion t u r b i n e and so for t h ? 

A. Hydro. 

Q. Right. I'd l i k e t o t u r n t o your Schedule 1 

r i g h t now. There you describe the r e l a t i v e sizes of the 

monthly peaks during the years 1990 through 1994; i s t h a t 

r i g h t ? 

A. Yes. 

Q. Now, as I read the schedule, i t i s completely 

independent of the company1s a v a i l a b l e capacity f o r these 

years; i s n ' t that r i g h t ? 

A. Yes. This schedule looks s t r i c t l y a t the system 

peaks. 

Q. Right, r i g h t . Nov/, f o r example, the schedule 

shows the 77 percent f i g u r e f o r October, 1990 down on 

l i n e 10. 

A. Yes. 

Q. And t h a t means t h a t the highest usage i n October 

of 1990 was 77 percent of the highest usage f o r t h a t year? 
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A. The monthly system peak was 77 percent of the 

annual system peak which occurred i n February. 

Q. This schedule, however, does not i n any way 

address the amount of i n s t a l l e d and a v a i l a b l e capacity f o r 

each of these months, does i t ? 

A. No. 

Q. Have you attempted to determine i n preparing 

your testimony what the a v a i l a b l e capacity i s at present or 

i n the past f o r each of the months t h a t you've set out here? 

A. No. I f r a n k l y don't believe i t i s r e l e v a n t i n 

determining what type of capacity a l l o c a t i o n methodology 

should be selected f o r a given u t i l i t y . 

Q. Mr. Eisdorfer, i n your 1983 testimony, you 

recommended a cost-based approach t o a l l o c a t i n g PP&L's r a t e 

increase. Again, without c a l l i n g i n too much d e t a i l from 

t h a t , i s t h a t a f a i r statement? 

A. Yes. 

Q. You presented a cost-based proposal i n f a c t t o 

the Commission f o r a1locating the increase? 

A. Yes. 

Q. Do you r e c a l l what method you incorporated i n 

your approach f o r a l l o c a t i n g f i x e d costs among r a t e classes? 

A. I believe I recommended the w i n t e r c o i n c i d e n t 

peak, i f l can --

Q. Please. 
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JUDGE CHRISTIANSON: I f we need, w e ' l l take a break 

soon. We can take a break now. Do you t h i n k he needs time 

w i t h the testimony? 

MR. BARR: I 1m sorry? 

JUDGE CHRISTIANSON: Do you t h i n k he needs time w i t h 

the testimony? 

MR. BARR: I t h i n k i t w i l l only take a couple 

minutes. 

JUDGE CHRISTIANSON: Okay. Let's do t h a t , and w e ' l l 

break i n a couple minutes, but w e ' l l go through t h i s . 

(Pause. ) 

JUDGE CHRISTIANSON: That's another r u l e I have, the 

Bernie Ryan r u l e . We t r y t o break a f t e r 11:30, because the 

coffee shop i s open then or the snack bar, I should say. 

(Laughter. ) 

MR. BARR: Your Honor, I t h i n k I ' l l be f i n i s h e d 

f a i r l y soon. 

JUDGE CHRISTIANSON: Okay. We'll get done w i t h what 

you have then before the break. 

THE WITNESS: My revenue d i s t r i b u t i o n proposal was 

predicated upon the testimony of my partner, Mr. Harold 

Cook. Mr. Cook presented the recommended cost of service 

study i n t h a t case. I believe i t was a w i n t e r c o i n c i d e n t 

peak method. 

JUDGE CHRISTIANSON: Just f o r i n t e r e s t , who was your 
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c l i e n t i n t h a t case? 

THE WITNESS: St. Regis Paper Company. 

BY MR. BARR: 

Q. An LP-4 customer? 

A. Yes. 

Q. Did the Coimnission accept Mr. Cook 1 s 

recommendation? 

A. I don't believe so. 

Q. As I understand i t , you have not i n your 

testimony proposed an energy-based a l l o c a t i o n of cost? 

A. I never would, not of capacity cost. 

Q. You wouldn't support t h a t approach? 

A. No. 

MR. BARR: Your Honor, t h a t ' s a l l my questions. 

JUDGE CHRISTIANSON: Okay. I take i t we're at a 

l o g i c a l p o i n t t o break. We'll take a good ten minutes. Try 

to be going again about quarter of. I t ' s j u s t about h a l f 

past now. 

Before we break, I ' l l mention these l e t t e r s . I ' l l 

copy them. A copy of t h i s main l e t t e r from Robert G. Waldon 

was sent t o the President of PP&L. I t i s s o r t of an 

i n t e r e s t i n g l e t t e r . I reread i t now, and I t h i n k I should 

share copies of i t v/ith people here, so I ' l l have copies of 

t h a t a f t e r the break. Let's take about 10, 15 minutes at 

t h i s p o i n t . We're o f f the record. 
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( D i s c u s s i o n o f f the r e c o r d . ) 

JUDGE CHRISTIANSON: Le t ' s go ahead and be back on 

th e r e c o r d . 

We l e f t o f f w i t h e x a m i n a t i o n by t h e company, and I 

t h i n k t h e company i s done. 

Any f o l lov;-up a t t h i s p o i n t ? 

MR. BARR: No. 

JUDGE CHRISTIANSON: Then a n y t h i n g from T r i a l S t a f f ? 

MR. MICKENS: No q u e s t i o n s . 

JUDGE CHRISTIANSON: Consumer Advocate? 

MS. McCLOSKEY: No q u e s t i o n s . 

JUDGE CHRISTIANSON: Ms. Brandeis? 

MS. BRANDEIS: No q u e s t i o n s . Your Honor. 

JUDGE CHRISTIANSON: Mr. Haynes, a n y t h i n g ? 

MR. HAYNES: No q u e s t i o n s . 

JUDGE CHRISTIANSON: Then we d i d n ' t come back f o r 

much. I th o u g h t t h e r e would be more e x a m i n a t i o n . 

Small Business? 

MS. MOURY: I j u s t have a cou p l e , Your Honor. 

JUDGE CHRISTIANSON: Okay, f i n e . Go ahead. 

CROSS-EXAMINATION 

BY MS. MOURY: 

Q. Good morning, Mr. E i s d o r f e r . 

A. Good morning. 

Q. The o n l y q u e s t i o n s I have, Mr. E i s d o r f e r , r e l a t e 
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t o the speci f i c members i n the c o a l i t i o n , and they would be 

l i s t e d on page 1 of your testimony. 

A. Yes. 

Q. I t h i n k tha t you discussed t h i s t o some extent 

w i t h Mr. Barr. You mentioned t h a t g e n e r a l l y , those colleges 

and u n i v e r s i t i e s take service under Rate Schedules LP-4, 

GS-3, GS-1, and GH. 

I f I r e c a l l , the President of Muhlenberg College d i d 

t e s t i f y at the p u b l i c input hearing t h a t they are p r i m a r i l y 

t a k i n g s e rvice under GS-3 and LP-4. 

I wondered i f you have any s p e c i f i c i n f o r m a t i o n about 

r a t e schedules p e r t a i n i n g to each i n d i v i d u a l member i n t h i s 

group or do you j u s t have general information? 

A. I j u s t have the general knowledge t h a t I 

mentioned e a r l i e r . 

Q. Do you knov; whether the maj o r i t y of the 

consumption i s on a p a r t i c u l a r schedule of those you've 

l i s t e d ? 

A. I know t h a t the l a r g e s t block i s on Rate LP-4, 

and the second l a r g e s t , I believe, i s Rate GS-3, then Rate 

GS-1, and the smallest i s Rate GH. 

MS. MOURY: That's a l l I have. Your Honor. 

JUDGE CHRISTIANSON: Okay. Anything from Mr. 

Kleppinger? 

MR. KLEPPINGER: No questions. Your Honor. 
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JUDGE CHRISTIANSON: Then we seem t o be done w i t h 

cross, and we can take a moment. Let's be o f f the record 

b r i e f l y . 

(Discussion o f f the record.) 

JUDGE CHRISTIANSON: Let's go on the record. 

I understand there i s no r e d i r e c t f o r the witness, 

and then the witness i s excused. We have h i s testimony then 

of record. 

(Witness excused.) 

JUDGE CHRISTIANSON: This seems t o b r i n g us t o the 

end of the day's adventure. I t h i n k i t might be good t o 

s t a r t tomorrow at 9:30 j ust t o get a l i t t l e quicker s t a r t 

than we might otherwise get. 

Tomorrow then i t i s going t o s t a r t o f f presumably --

w e l l , we might s t a r t o f f w i t h the i n d i v i d u a l witnesses from 

the i n d u s t r i a l s to get them here and out. 

MR. KLEPPINGER: That would be f i n e . Your Honor. 

JUDGE CHRISTIANSON: And then I ' t h i n k Mr. Andersen 

has some time c o n s t r a i n t s . 

MR. HAYNES: I f they have a l o t of cross. That i s 

the kind of w i l d card. He 1s going t o have the most cross of 

anybody, I t h i n k . 

JUDGE CHRISTIANSON: I guess so. We can t a l k about 

t h a t maybe a f t e r we break f o r today, a f t e r we1 re o f f the 

record. 
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Anything we need f u r t h e r from anybody f o r the record 

f o r today? 

MR. KLEPPINGER: I don't know which PPLICA witnesses 

you are r e f e r r i n g t o , Your Honor. We have s i x i n d i v i d u a l 

company witnesses plus Mr. Baron tomorrow. I'd l i k e , i f we 

can, t o keep them together instead of s p l i t t i n g i t up, 

because there may be t e c h n i c a l questions t o the i n d i v i d u a l 

company witnesses t h a t they would defer t o Baron as the r a t e 

expert. 

JUDGE CHRISTIANSON: That's a thought. Does anybody 

have a l o t f o r Baron? Maybe we can take Baron f i r s t as 

w e l l . 

MR. BARR: We don't have a large amount. 

JUDGE CHRISTIANSON: Let's t r y t o do t h a t . I f we get 

i n t o t r o u b l e about people having t o leave, problems l i k e 

t h a t , w e ' l l j u s t worry about i t when the time comes. We'll 

f i g u r e s t a r t i n g o f f w i t h Mr. Kleppinger's people a t the 

beginning, and then we'11 worry about Mr. Andersen. 

How about Johnson; does he have any time c o n s t r a i n t s ? 

MS. McCLOSKEY: He i s more f l e x i b l e since he w i l l be 

d r i v i n g i n from Washington and d r i v i n g back. 

JUDGE CHRISTIANSON: So i f he leaves a t 6:00 at 

ni g h t , i t ' s not so v i t a l . 

MS. McCLOSKEY: Excuse me? 

JUDGE CHRISTIANSON: I f he leaves at 6:00 at n i g h t . 
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i f we happen t o run r e a l long, h e ' l l j u s t curse us under h i s 

breath as he dr i v e s back t o D.C. 

MS. McCLOSKEY: Yes. 1 t h i n k t h a t probably would be 

c o r r e c t . 

JUDGE CHRISTIANSON: Okay. Then w e ' l l worry a l i t t l e 

b i t more about tomorrow maybe o f f the record. I have these 

l e t t e r s , i f people want copies. 

Then we seem to be done w i t h today's business on the 

record, and w e ' l l be o f f the record f o r today's hearing t o 

reconvene at 9:30 tomorrow. 

(Whereupon, at 11:53 a.m., tlie hearing was adjourned, 

t o be reconvened at 9:30 a.m., Wednesday, A p r i l 26, 1995, i n 

Harrisburg, Pennsylvania.) 
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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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