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L. INTRODUCTION

A. The Office Of Trial Staff’s Reply Brief

On June 16, 1995, the Office of Trial Staff ("OTS") filed its
Main Brief in this proceeding, setting forth the evidence and law in support
of its recommendation that Pennsylvania Power & Light Company
("Company" or "PP&L") recover no more than $20,455,000 in additional
base rate revenue. Main Briefs were also filed by PP&L, the Office of
Consumer Advocate ("OCA"), the Office of Small Business Advocate
("OSBA"), the Department of Defense ("DOD"), Bethlehem Steel
Corporation, PP&L. Industrial Customer Alliance, Sierra Club, Central
Easter Pennsylvania Fuel Qil Dealers, University/ College Coalition, Crown
American Corporation and Commission on Economic Opportunity.

OTS’s Reply Brief is supplemental to its Main Brief and is
limited to those matters raised by the other participants in their Main Briefs
and not specifically addressed by OTS in its Main Brief, and to those matters
previously addressed by OTS but which require additional discussion as a

resuit of the Main Briefs of the other participants.



II. RATE BASE

A.  PP&L Filed a Negative Cash Working Capital
Of ($530.000) With Its Original Filing.

On page 62 of its Main Brief, the Company asserts that "PP&L

has made no claim for cash working capital in this proceeding." After that
statement, the Company proceeds to criticize OTS witness Weakley and OCA
witness Catlin for proposing adjustments that results in negative cash working
capital, as if these adjustments were created after the Company filed a zero
cash working capital. OTS submits that it is disingenuous for the Company
to impliedly suggest that adjustments were made to their cash working capital
after the Company filed a zero cash working capital. The record evidence is
clear that the Company in its original filing, claimed a negative cash working
capital of (3530,000). OTS Main Brief, pp. 15-16. It was only after OTS
and OCA made their respective adjustments that the Company on rebuttal
revised their cash working capital claim to zero; however, PP&L’s
supporting data detailing its cash working capital study, by the Company’s
own admission, shows a "negative cash working capital”.

Furthermore, in both Pennsylvania Public Utility Commission

v. Pennsylvania Power Company, 67 Pa. PUC 91, 129 (1988) and

Pennsylvania Public Utility Commission v. Duquesne Light Company, 66 Pa.

PUC 518, 654 (1988), adjustments reflecting a negative cash working capital




were made after the Company claimed a zero cash working capital. In the
instant proceeding, the adjustments reflecting a negative cash working capital
were made after the Company itself had claimed a negative cash working
capital.

Accordingly, the arguments of the Company should be rejected,
and the recommendations of OTS should be adopted by the ALJ and the

Commission.



III. EXPENSES

A.  Decommissioning Expense

- Decommissioning expense is the cost incurred when removing a
major electric generating unit or station from utility service. OTS St. 2,
p. 4. In this proceeding, PP&L has proposed to recover in advance the cost
of retiring sixteen (16) fossil fuel generating units at five different sites, as
well as the decommissioning costs of two (2) large jointly owned nuclear
units at the Susquehanna Steam Electric Station ("SSES"). PP&L St. 13,
p. 2. OTS discussed these issues in a comprehensive manner at pp. 36-53 of
OTS’s Main Brief. OTS responds in the following sections to specific
arguments made by PP&L in its Main Brief.

1. PP&L’s Request For $55,570,000 Of Annual

Decommissioning Expense For Its Fossil
Fuel Plants, Should Be Denied.

Initially, PP&L acknowledges that its proposal to recover
decommissioning costs during the remaining operating lives of its fossil
plants "is a departure from the way those costs would be handled under

existing ratemaking procedures. Thus, absent Commission approval of the



Company’s proposal, decommissioning costs would be recoverable as a form
of net negative salvage."! PP&L Main Brief, pp. 147-148.

PP&L claims that while the Commission’s established policy to
allow net negative salvage is adequate for the small removal costs associated
with the ordinary retirements of individual units of mass property and interim
retirements of the components of larger facilities, "as applied to the
significant expenditures necessary to decommission entire generating
facilities, that method would result in an inadequate distribution of costs
among different generations of customers." PP&L Main Brief, p. 148.
PP&L then provides an example of how the simultaneous retirement of the
Brunner Island and Montour Steam Electric Stations ("SES") would create
large annual expenses for which it would be unfair to recover from "future”

customers.? PP&L Main Brief, pp. 148-149.

& In this Regard, see Pennsylvania Public Utility Commission v.
Pennsylvania American Water Company, Docket No. R-00932670
(entered July 26, 1994); West Penn Power Company v. Pennsylvania
Public Utility Commission, 54 Pa. P.U.C. 602 (1981). Consequently,
the Commission has found that net negative salvage may be recovered
only after it has been incurred; at which point it is charged to
ratepayers over a five (5) year period.

¥ PP&L claims that if the Brunner Island and Montour SESs are
simultaneously retired the decommissioning costs for those facilities
will be $368.3 million and $330.0 million, respectively. The five year
amortization of those costs would peak at approximately
$139.7 million per year ($368.3 million + $330.0 million + 5 years).
PP&L Main Brief, p. 149.



In response, OTS submits that the "inter-generational equity”
argument does not hold up under close scrutiny and the numbers identified
for Brunner Island and Montour are inflated and unrealistic. First, OTS has
demonstrated on the record in this proceeding that the allowance of net
negative salvage does not unfairly burden future customers. OTS witness
Joseph J. Sivulich has testified that future customers will not be
disadvantaged because under net negative salvage "[p]resent customers will
also be future customers when some of the studied power plants are retired.
The removal of power plants and their associated equipment is an ongoing
activity. Present customers are certainly paying for the removal of some
plant that served previous generations of ratepayers."™ OTS St. 2,

pp. 16-17.

¥ PP&L has challenged this statement by arguing that present PP&L
customers are not bearing any fossil fuel plant decommissioning costs.
The Company states "in the last 23 years, PP&L has decommissioned
one generating unit, which was a small (23 MW) combustion turbine
that caused only nominal removal costs.” PP&L Main Brief, p. 154
(Emphasis in original). However, PP&L witness Mr. Krall has
acknowledged under cross examination that there are customers on
PP&L’s system today that have been receiving service for 20, 30, 40,
or even 60 years. Tr. 1883-1884. In fact, Mr. Krall has even agreed
under cross examination that "current” PP&L customers will indeed be
"future” PP&L customers. Tr. 1883. Moreover, Mr. Krall further
acknowledged under cross examination that significant turbine
generator repair was recently completed at Sunbury SES and that a
turbine generator was recently replaced at Martins Creek. Tr. 1906.
Accordingly, it appears clear that the Company has misrepresented the
facts in both respects.



In this regard, PP&L witness Douglas A. Krall has testified
under cross examination that there are customers on PP&L’s system
currently that have been on PP&L’s system for 20, 30,40 or even 60 years.
Tr. 1883-1884. He further acknowledged that customers leave and return to
PP&L’s system at all points during the life cycle of the existing power
plants. Tr. 1884. This demonstrates that PP&L’s attempt to strictly separate
its customers into "current" customers and "future" customers is a distortion,
In fact, as discussed by OTS witness Mr. Sivulich, PP&L’s existing
customers are actually an amalgam of new and old customers who have been
on PP&L’s system for varying periods of time. Since customers continually
come on to the system and leave the system, the Commission’s allowance of
net negative salvage does not, in any way, favor one group of customers
over another.

PP&L’s argument that the simultaneous retirement of the
Brunner Island and Montour SESs would create large annual costs under the
five year average of net negative salvage is similarly flawed. First, the
hypothetical is unrealistic in that it requires the retirement of the units at
Brunner Island and Montour at the same time. However, PP&L’s own
exhibits indicate that PP&L currently plans to retire Brunner Island in 2014
and Montour in 2017. PP&L Ex. DAK-4. Moreover, OTS witness Mr.

Sivulich has testified that PP&L should "consider lengthening the

7



depreciation life spans of its fossil fueled power production plants in future
depreciation studies for book and ratemaking purposes. It is likely that the
1989 Depreciation Study overstates total depreciation expense for these
plants." OTS St. 2, p. 29. This demonstrates that even the current estimate
of the retirement dates for Brunner Island and Montour are in question,
further weakening PP&L’s hypothetical.

Finally, it appears that PP&L’s claim of decommissioning costs
of $368.3 million for Brunner Island and $330.0 million for Montour include
the inflation and contingency factors that OTS witness Mr. Sivulich has
testified should be removed from PP&L’s claim. See, PP&L Ex. F. 1,
D-12; OTS St. 2, p. 12, Thus, evidence of record in this proceeding
demonstrates that PP&L’s hypothetical is unrealistic and should be rejected.

PP&L next claims that it is aware that the Commission has
recently rejected a claim for prospective net negative salvage involving a
fossil fuel plant in Pennsylvania Public Utility Commission v. West Penn
Power Company, Docket No. R-00942986 (entered December 29, 1994)
("West Penn"), but claims the issue should be revisited because of the health
threat posed by the presence of asbestos in the plants and to ensure that the
cost of decommissioning does not have a great impact on future ratepayers.

PP&L Main Brief, pp.150-151.



OTS has already adequately responded above to PP&L’s
allegation that the cost of fossil fuel decommissioning will have a significant
impact on future ratepayers. In fact, as indicated above, future ratepayers
will not be disadvantaged. The record indicates that the health risk posed by
the presence of asbestos, does not rise to the level which would require the
Commission to allow for prospective net negative salvage. PP&L witness
Mr. LaGuardia has testified that though certain of the older? fossil units
contain asbestos, its presence is to be expected in units of the same type and
vintage and does not present an "unusual hazard". Tr. 963-964. In any
event, nothing has been presented in this proceeding which would distinguish

the units involved here from the fossil fuel units at issue in the recent West

enn order.
The Commission has prohibited the recovery of prospective net

negative salvage since the Pennsylvania Superior Court’s decision in Penn

Sheraton Hotel v. Pennsylvania Public Utility Commission, 198 Pa. Superior

Ct. 618, 184 A.2d 324 (1962) ("Penn Sheraton"). This decision prohibited

the Commission from charging current ratepayers for the prospective

The most recently built fossil units, such as Martins Creek 4 and
Montour 2, presumably do not contain asbestos since they were built
after federal requirements prohibiting the use of asbestos were
enacted.



removal of steam mains in the City of Pittsburgh. The Court determined that
the speculative nature of claim is its greatest weakness:

Negative salvage attributed to existing plant is
purely prospective; it is a cost which has not yet
been incurred; it is uncertain when and if it will
be incurred; and it is not a part of the original cost
of construction of the facilities when first devoted
to public service. To permit the recovery of
prospective negative salvage is to permit the
recovery of a total amount in excess of the
original cost of construction prior to the actual
expenditure of those costs and, in our opinion,
represents the recovery of something in the nature
of a future reproduction cost. The established law
in this Commonwealth does not permit the
recovery by annual depreciation of any prospective
excess. It is therefore the prospective nature of
future negative salvage that prevents it from being
considered either in accrued depreciation or in the
allowance for annual depreciation; they must have
a consistent basis under our law.

198 Pa. Superior Ct. at p. 627.

The Court goes on to state that the speculative nature of the
claim prohibits its recovery in advance. However, "the negative salvage
actually incurred by the utility either upon the actual retirement of a property
without replacement or upon the replacement of an item of property is of
course entitled to consideration in a rate proceeding." 198 Pa. Superior Ct.

at pp. 628-629.

The discussion in Penn Sheraton demonstrates that the

prohibition against the recovery of prospective net negative salvage is well

10



established in the law of this Commonwealth and is not merely a product of
the reasoning in orders of the Pennsylvania Public Utility Commission.
Since 1970 the Commission has pursued a plan to allow all net salvage on a
current basis for all utilities, with the notable exception of nuclear plant
decommissioning expense.?

PP&L has argued that the hazardous work involved in asbestos
abatement and the risk to the public of not dismantling the fossil fuel plants
properly, justify extending the recovery of prospective net negative salvage
beyond the nuclear exception. PP&L Main Brief, pp. 152-153. However,
as indicated above PP&L has failed to demonstrate that the Commission must
approve prospective net negative salvage in order for PP&L to pay for the
cost of decommissioning the fossil fuel units. In this regard, PP&L has not
stated whether it has seriously entertained any alternatives to the use of

prospective net negative salvage for the fossil units. In the recent West Penn

2 Nuclear power plants are the only exception to the Commission’s
established policy of handling net salvage on a current basis. In its
orders allowing decommissioning expense for nuclear power plants,
the Commission has stressed that it departed from its "after the fact”
treatment because of the nuclear threat to health and safety and the
need to have money available at the time of retirement of radioactive
plants in order to protect the public. The Commission has also
required that the annuity and its accumulated interest be placed in an
escrow fund and remain unavailable until the dismantling of the
nuclear generating unit. In this regard, see, Pennsylvania Public

Utility Commission v. Philadelphia Electric Company, Docket
No. R-811626 (entered June 30, 1982).

11



order, the Commission stated that in order to obtain prospective net negative
salvage treatment for a non-nuclear unit, a company must show that the
proposal is reasonable and cost effective:

...In this case... the Company fails to demonstrate
that their proposal is reasonable and cost-effective
... We believe we would be acting unreasonably if
we simply approved an alleged expense of this
magnitude absent any proof that the Company has
considered other less costly methods of achieving

the same goal.... In addition, there is no
guarantee that these costs need even be incurred in
this case...

Order at p. 63, f.n.10.

OTS witness Mr. Sivulich has demonstrated that PP&L can
recover the cost of retiring the fossil units on an after-the-fact basis without
creating unusually high costs for its customers. In this regard, Mr. Sivulich
has estimated that if PP&L witness Mr. LaGuardia’s total Sunbury SES
decommissioning cost estimate were divided by four (representing four
generating units) and then divided by Mr., LaGuardia’s estimated number of
months to decommissioning, the result would be approximately $1 million
per month. Tr. 1686. A review of PP&L’s negative net salvage claim by
month for the years 1990-1994 indicates that individual claims exceeded
$1 million (for Steam Production) on at least nine (9) occasions and was
close to $1 million (greater than $800,000) on four (4) other occasions

during this period. See, OTS Ex. 2, Sched. 7, pp. 2-3. This evidence

12



demonstrates that PP&L has not explored all other opportunities to
reasonably collect the costs attributable to the decommissioning of the fossil
units.

PP&L next argues that OTS witness Mr. Sivulich’s claim that
Mr. LaGuardia’s fossil fuel claim is "speculative” should be rejected because
"the mere fact that a claim is based on estimat;:d data does not render it
unduly "speculative” for ratemaking purposes.” PP&L Main Brief,
pp. 155-156. OTS has identified the fact that Mr. LaGuardia’s fossil fuel
plant decommissioning cost estimate is based on at least 49 major
assumptions. OTS Main Brief, p. 40, f.n.18. However, the main thrust of
OTS’s argument that Mr. LaGuardia’s claim is "speculative” concerns the
fact that it includes $95.9 million in contingencies as well as an inflation
factor. The Commission has recognized that contingencies can be speculative
and has rejected them in nuclear production plant decommissioning

allowances. See, Pennsylvania Public Utility Commission v. Pennsylvania

Power & Light Company, 59 Pa. P.U.C. 332, 383 (1985); Pennsylvania

Public Utility Commission v. Pennsylvania Power & Light Company, 57 Pa.

P.U.C. 559, 604 (1982).¢

However, in Pennsylvania Public Utility Commission v. Pennsylvania
Power Company, 64 P.U.C. 308, 350 (1987), the Commission

apparently approved a contingency fee without discussing the merits of
(continued...)

13



Moreover, OTS has identified the claim as "speculative” in the
same way that "speculative” was used in the Penn Sheraton and West Penn
" matters discussed above. In this regard, PP&L has failed to demonstrate that
it is reasonable for the Commission to depart from its normal practice and
allow prospective net negative salvage in this instance. PP&L has simply
failed to demonstrate that such a change is warranted.

Accordingly, OTS recommends that the ALJ and the
Commission reject the Company’s proposed operating expense claim for the
test year ended September 30, 1995 of $55,570,000% related to the future
decommissioning of fossil fuel power production plant that is still in service.

2. PP&L. Has Inflated Its Nuclear Fueled

Production Plant Decommissioning Expense
By $11,745.000.

Nuclear fueled production expense is defined as the present
yearly expense of recovering the cost of retiring two nuclear fueled
generating units at the Susquehanna SES in the future over the estimated

remaining lives of those units. OTS St. 2, pp. 19-20. The Company’s claim

&(...continued)
the claim. There may have been no discussion because no party
opposed the contingency claim.

L The Pennsylvania Jurisdiction equivalent amount is $45,284,000. The
Revenue Requirement equivalent amount is $47,718,000. See,
Appendix A, Table II, attached to the OTS Main Brief.

14



for operating expenses includes $22.9 million as an annual annuity accrual to

fund decommissioning costs for SSES Units 1 & 2 totalling $804.3 million

(1993 dollars). PP&L Ex. Future 1, Sched. D-11.

OTS witness Mr. Sivulich has recommended an allowance of

$18,297,000 for nuclear decommissioning expense instead of the

$30,042,000 claimed by the Company. This results in an OTS adjustment of

$11,745,000¥. This allowance is based upon Mr. LaGuardia’s 1993 cost

estimate without the $122.8 million in contingencies?, the inflation factor

cost estimate of 4% per year and the trust fund estimated after-tax 5.5% per

year growth. OTS St. 2, p. 22.

See, PP&L’s response to OTS-RB-41, which has been included in
OTS Ex. 2, Sched. 2, p. 2.

Mr. Sivulich removed the contingency amounts and inflation factor
based upon determinations made by the Commission in two previous

PP&L cases. See, Pennsylvania Public Utility Commission v.
Pennsylvania Power & Light Company, 59 Pa. P.U.C. 332, 384

(1985); Pennsylvania Public Utility Commission v. Pennsylvania
Power & Light Company, 57 Pa. P.U.C. 559, 606-607 (1987).
PP&L has argued at p. 136 of its Main Brief that the Commission
approved a 25% contingency in two Penn Power base rate cases.
Pennsylvania Public Utility Commission v. Pennsylvania Power

Company, 85 PUR 4th 323 (1987); Pennsylvania Public Utility
Commission v. Pennsylvania Power Company, 67 Pa. P.U.C. 91

(1983). The Commission apparently did approve the contingency in
the 1987 case although there is no discussion of the merits of the
contingency and it was apparently not opposed by any party.
However, there is no evidence in the written order in the 1983 case
that a contingency was approved. See, 67 Pa. P.U.C. at pp. 139-140.

15



PP&L initially argues in its Main Brief that the Commission
rejected the use of a contingency in PP&L’s 1985 base rate case because the
contingency was applied to cost estimates derived from generic
decommissioning studies and without a specific analysis of the areas likely to
experience problems!?. PP&L Main Brief, p. 136. However, in this
proceeding PP&L argues Mr. LaGuardia "analyzed each area having a high
probability for problems, delays or additional costs, and determined an
appropriate contingency factor based on that analysis and the actual
experience of dismantling and decontaminating nuclear plants." Id.

However, the 1985 PP&L order indicates that the Commission
has developed a method of analyzing nuclear decommissioning claims which

considers whether the claim is "speculative." See, 59 Pa. P.U.C. at p. 384.

PP&L argues that the Commission based its determination in the 1985 order
on a recent rejection of a contingency by the Massachusetts Department of
Public Utilities. PP&L Main Brief, p.136.

In fact, the Commission merely identified the Massachusetts
case as an example of a claim which is primarily based upon conjecture.,

The Commission’s rejection of contingencies in previous PP&L cases appears

However, under cross examination after reviewing PP&L’s 1985
order, PP&L witness Mr. LaGuardia acknowledged that the
Commission did not state that it was denying PP&L’s contingency
factor because it was not "site-specific.” Tr. 2079-2080.

16



to be based upon the fact that the contingencies were based upon estimates of
where problems could occur. This creates the situation where PP&L has

added to an gstimate (the cost of decommissioning) with another estimate (the

cost of unforeseen events which may occur).
In contrast, the Commission orders clearly indicate that the
Commission is willing to consider periodic increases to the level of funding

based upon the cost of unforeseen events as they occur. OTS St.2, p. 23. In

this regard, the Commission has previously determined that it is
inappropriate to recognize inflation in regard to a nuclear decommissioning
fund when the company plans to periodically update its cost levels and

decommissioning technology in future proceedings. Pennsylvania Public

Utility Commission v. Pennsylvania Power Company, 64 Pa. P.U.C. 308,

351 (1987). In this proceeding, PP&L witness George T. Jones has stated
"PP&L will review the Susquehanna Decommissioning Cost Estimate at two-
year intervals, or more frequently, if there are material changes to the
applicable estimation information, to assure that the estimate is kept current
throughout the life of the plant.” See, OCA Cross Examination Ex. 15
(Sched. 11, Q. 2). This is the process that the Commission desires.

Instead of providing an estimate of the problems that might (or
might not) occur, the Commission appears to believe it is better to establish

the decommissioning fund based upon an estimate of the total cost and then

17



to update that estimate with adjustments based upon events that have actually

occurredy

. Since PP&L has already indicated that it will update its claim
at regular intervals in the future, there is no need for the Commission to
allow this claim to be inflated now based upon unforeseen events which may
never occur.

PP&L next argues that OTS witness Mr. Sivulich improperly
applied the "accrual method" in determining the annual nuclear
decommissioning expense because he failed to reflect the recovery of
deficiencies in prior accruals over a one year period, as was done in the
previous case. PP&L Main Brief, pp. 144-145. OTS adequately
demonstrated that this statement is in error at pp. 50-53 of OTS’s Main

Brief. The record clearly indicates that Mr. Sivulich appropriately allowed

for the recovery of the decommissioning expense over the remaining life of

1 PP&L has argued that a contingency factor has been approved for
decommissioning funds in published guidelines and decisions of other
state and federal regulatory agencies, in an apparent attempt to
demonstrate that the Commission is out-of-step with other
jurisdictions. PP&L Main Brief, pp. 129-134. However, the
Commission has recently found that its goal is to protect the interests
of Pennsylvania ratepayers based upon precedent that is well
established in this Commonwealth, See, Pennsylvania Public Utility

Commission v, West Penn Power Company, Docket No. R-00942986
(entered December 29, 1994), Order at pp. 61-63.
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the plant’¥, given the fact that the prior accruals in this proceeding

accumulated over a an 11-12 year period as opposed to a one year period in
PP&L’s last proceeding. See, OTS St. SR-2, pp. 2-3.

PP&L next argues that the accrual method implicitly assumes
that earnings on the trust fund will always be sufficient to offset increases in
the cost of decommissioning, which is not the case. PP&L Main Brief,

p. 146. However, PP&L has already stated that it plans to update its
decommissioning expense claim at regular intervals. See, OCA Cross
Examination Ex. 15. If the earnings are insufficient, the Company could
propose an adjustment at that time. In fact, PP&L has proposed in this
proceeding that it be relieved of the Black Lung restrictions so that it may

increase the earning potential of the nuclear decommissioning reserve fund.

27 PP&L further argues that by amortizing the funding deficiency over

the remaining life of the plant, future customers would be burdened
with ever-increasing revenue requirements. PP&L Main Brief,

p. 145-146. However, as PP&L witness Mr. Krall has acknowledged,
in many respects "present” customers will be "future” customers.

Tr. 1883-1884. Moreover, PP&L witness Ronald E. Hill has testified
that if there is an excess in the SSES decommissioning fund after the
plant is demolished, it will be returned to "future" customers (or
current customers at that time). Tr. 402-403. Thus, it appears that,
as OTS has argued in this proceeding, it is difficult to distinguish
between "present” and "future” PP&L customers. In any event, it
appears that the benefits and burdens facing present customers and
those who will be on the system in twenty (20) years, are about equal.
Mr. Sivulich’s method of applying the "accrual method" will not alter
this equation.
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See, PP&L St. 1, pp. 8-11. This ability adequately addresses the concern
raised by PP&L.

Accordingly, the record clearly demonstrates that OTS witness
Mr. Sivulich properly removed the contingency and inflation factors and
reasonably applied the accrual method in determining the appropriate level of
nuclear decommissioning expense for PP&L. Consequently, OTS submits
that PP&L’s claim for Nuclear Decommissioning Expense of $30,042,000,
should be reduced by $11,745,000% because it has been improperly
inflated by the Company’s inclusion of contingency and inflation factors.
OTS recommends an allowance of $18,297,000 for Nuclear

Decommissioning Expense.

B. Depreciation Expense

Depreciation expense is the annual allowance for the recovery
of the loss of value to utility property which occurs due to usage or the
passage of time. In this filing, PP&L has proposed to reduce the life spans
for the fossil fuel units at Martins Creek (Units | & 2), Sunbury and
Holtwood and extend the life spans at Conemaugh and Keystone. In

addition, PP&L has proposed to change from modified sinking fund ("MSF")

1 The Pennsylvania Jurisdiction equivalent amount is $8,581,000. The

Revenue Requirement equivalent amount is $9,043,000. See,
Appendix A, Table II, attached to the OTS Main Brief.
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to straight line depreciation at the Susquehanna nuclear plant for property
installed prior to January 1, 1989.

OTS supports the life extensions at Conemaugh and Keystone
because the record demonstrates that these units will not be retired as early
as PP&L had previously stated and reflects a management trend to extend the
lives of fossil fuel plants. However, OTS strongly opposes the shortening of
life spans at the identified plants because such a proposal (which alleges that
these units will be retired in the year 2003) is inconsistent with PP&L
management’s demonstrated plans to continue to operate these fossil fuel
units until at least the year 2014. OTS also opposes the change from MSF to
straight line depreciation at Susquehanna because it would create a higher
revenue requirement for PP&L in this proceeding. Moreover, the record
demonstrates that such a change is not required to ensure that PP&L fully
recovers its depreciation cost.

OTS discussed these issues in a comprehensive manner at
pp. 53-67 of OTS’s Main Brief. OTS responds in the following sections to

specific arguments made by PP&L in its Main Brief.
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1. PP&L’s Fossil Fuel Power Production Plant
Depreciation Expense Should Be Reduced By
$18.642.000.

PP&L initially argues that 2003 is a "watershed" year in that
PP&L will have to achieve final compliance with the nitrogen oxide
("NOX") limitations under Title I of the 1990 Clean Air Act Amendments
("CAAA") and expects to make reductions in emissions of "air toxics" as
mandated by Title III of the CAAA. PP&L argues further "[slimply stated,

by the year 2003, PP&L either must have deactivated its older fossil-fired

units or have made significant investments to achieve environmental
compliance.” PP&L Main Brief, p. 169 (Emphasis in original).
Accordingly, PP&L maintains that these circumstances "make it unlikely that
the investments necessary for life extension will be economically justifiable. "
Id. See, also PP&L Main Brief, pp. 167-171.

In response, OTS submits that PP&L is asking the Commission
to issue it a "blank check" which will enable the Company to enjoy the
additional funding until the year 2003 at which point, by its own admission,
it will decide the best method to employ in order to comply with the CAAA.
OTS has demonstrated on the record in this proceeding that the granting of

this request would be inappropriate for several reasons. First, as discussed

in OTS’s Main Brief, PP&L witnesses have consistently testified that PP&L
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has no plans to retire any generating unit within the next twenty (20) years.
In this regard, PP&L witness Donald S. Hoch has testified as follows:
Q. Mr. Hoch, looking at the first document in
OTS Cross-Examination Exhibit No. 2,
would you agree that this is the cover sheet
from the Pennsylvania Power & Light
Company resource planning report dated
May, 1994 and page 4-7 from that report?
A.  That’s what it appears to be.
Q.  Would you agree that it indicates, in the
second paragraph on page 4-7, it indicates
that PP&L has no plans to retire any steam
electric stations during the next 20 years?
A.  That’s what it says.
Q. Now, would you agree that under this
scenario, PP&L would not retire a steam
electric station before the year 2014?
A.  Based on that, yes.
Tr. 110.

In addition, PP&L witness Mr. Krall has testified that "[a]
decision was made to reflect the possibility that they would be retired earlier
in the depreciation schedule.... Again, we’re using the term "retirement
date,” and I don’t want to leave the impression that we have a current plan to
retire those plants in 2003." Tr. [88. There is no plan to retire the fossil
fuel units because PP&L has no intention of doing so. In fact, as indicated

by Mr. Krall, the Company has indicated that it might retire the units in the
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year 2003 in order to obtain the higher revenue requirement that is produced
by the shortening of the life spans.

Second, as indicated in OTS’s Main Brief, PP&L has greatly
exaggerated the possible costs of compliance with Titles 1 and II of the
CAAA. For example, PP&L acknowledges that with regard to many of the

requirements it fears will be implemented, scientific studies have not yet been

completed and regulations have yet to be written. See, PP&L St. 5-R, p. 10.

Moreover, PP&L witness Mr, Krall has testified that there are no specific

requirements concerning_"air toxics” at this time and that the Company’s

estimate as to the cost of compliance with the expected air toxics requirement

is merely a "guesstimate,” Tr, 169-170.

Third, PP&L is still considering several alternatives in addition
to the remote possibility of retiring the fossil fuel units in 2003 in order to
comply with CAAA requirements. In this regard, Mr. Krall has testified that
PP&L would consider re-powering the fossil fuel units in question or other
generating stations, as well as technical options for replacing that capacity.
Tr. 162. Moreover, Mr. Krall has testified that PP&L will also have

allowances available to it that would serve to minimize the cost of CAAA

14 In this regard, PP&L witness Mr. Hoch has admitted that reducing the
life spans of the fossil fuel stations would produce a higher revenue
requirement for PP&L than if the original life spans were continued.
Tr. 111.
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compliance. Tr. 1901. Most importantly, Mr. Krall has acknowledged that

at the point PP&L'’s full exposure with regard to CAAA compliance is

known and certain, it will have ample opportunity {at that time) to_make the

decisions necessary to pursue the most cost effective method of compliance.

Tr. 1940-1941.

PP&L next alleges that the opposing parties have demanded a
greater degree of proof for the Company’s selection of a deactivation date of
2003 than is normally required for depreciation purposes. PP&L Main
Brief, p. 172. In response, OTS would first remind PP&L that it carries the
burden of proof in this rate proceeding. See, 66 Pa. C.S. §315(a).

Section 315(a) evinces a legislative intent that the utility carry the burden of
proving the justness and reasonableness of proposed and existing rates. This
burden of proof extends to justifying every accounting e‘ntry questioned
during the investigation. It is well established that the evidence adduced by a

utifity to meet this burden must be substantial. Lower Frederick Township

v. Pennsylvania Public Utility Commission, 48 Pa. Commonwealth Ct. 222,
226-227, 409 A.2d 505, 507 (1980). Accordingly, PP&L should be aware
that to the extent the opposing parties have found inconsistencies within its
depreciation claim, it must provide additional evidence in order to further

substantiate its claim. QTS submits that it has failed to do so.
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Next PP&L argues that "the opposing parties have argued in
favor of recognizing life extensions of the Company’s older fossil-fired units
for purposes of reducing depreciation expense in this case, but have ignored
the substantial capital additions that unquestionably would be required in
order for such life extensions to occur.” PP&L Main Brief, p. 172
(Emphasis in original). In fact, PP&L refuted a "straw man" argument that
it has creatively imposed on the opposing parties. OTS has simply
challenged PP&L’s allegation that it plans to retire the identified fossil fuel
units in the year 2003. OTS St. 2, pp. 27-28. The record indicates that in
fact PP&L plans to operate those units at least until the year 2014. Tr. 110-
111. OTS has assumed that PP&L will claim (in the appropriate rate
proceedings) the cost of any capital additions that are necessary to allow the
units to operate until the year 2014. However, OTS believes that PP&L
should first identify the method it definitely plans to use to comply with
CAAA before the Commission allows depreciation changes which will
involve a higher revenue requirement. Since, as the record indicates, PP&L
has not yet made the final decision as to its CAAA compliance plans, the

Commission should not allow the life span reduction'?,

1 PP&L has also argued that the opposing parties position against

recognizing the reduced life spans, would benefit "current" customers
at the expense of "future" customers since "future" customers’ revenue
(continued...)
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PP&L next argues that OTS witness Mr. Sivulich
"misconstrued” the nature of PP&L’s recent capital additions when he
determined that such additions would allow the units to be operated over the
long term. PP&L alleges "[a]ll of the projects relating to the Company’s
older fossil-fired units were necessary to assure operation only through 2003,
not over a longer term..." PP&L Main Brief, p. 178. OTS witness
Mr. Sivulich has testified that PP&L. is maintaining its generating units in a
manner that will allow them to operate well past the proposed shortened
retirement date of 2003. In fact, Mr. Krall has repeatedly stated that PP&L
has no current plans to retire any major generating unit in the next 20 years."
OTS St. SR-2, p. 9. A probing analysis of this issue demonstrates that
Mr. Sivulich did not misconstrue the nature of the capital additions he
reviewed. Mr. Sivulich has testified that his life span recommendation is not

dependent upon future additions:

...My life span recommendations are based on the
company’s 1988 depreciation study and the current

/(.. .continued)
requirements would be greater in order to pay for the capital
extensions which would be required. PP&L Main Brief, pp. 172-175.
However, as discussed earlier in this Reply Brief, "present” customers
will be "future" customers. Tr. 1883-1884. PP&L’s attempt to
strictly separate customers does not hold true in reality. Since
customers continually enter and leave the system, the Commission’s
refusal to allow the life span reduction would not favor one group of
customers over another.
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plans of PP&L as expressed in its 1994 and 1995
resource plans. The fact that PP&L may have to
make additions to the plans should not deter it
from using reasonable life span estimates that are
consistent with management plans. To do

otherwise is padding depreciation estimates for

unforeseen contingencies®’,

Tr. 2036.
Finally, PP&L alleges generally that OTS witness Mr. Sivulich

has not provided support for his statement that there is an industry trend of
maintaining, upgrading and extending the life spans of fossil fuel power
plants. PP&L Main Brief, pp.179-180. In fact, Mr. Sivulich has testified
that the Company’s recent investment in pollution control equipment, new
turbine generator parts and new boiler parts are illustrations of the
Company’s intent to upgrade and maintain the fossil fuel units for CAAA
compliance. Moreover, PP&L witness Mr. Krall has acknowledged under
cross examination that significant turbine generator repair work was recently
completed at Sunbury SES and that a turbine generator was recently replaced
at Martins Creek. Tr. 1906. Mr. Krall later admitted that when you replace
a turbine generator you have extended the life span of the unit. Tr. 1905.

Thus, it is clear that OTS has demonstrated on the record in this proceeding

le The Superior Court in Penn Sheraton has found that the padding of

depreciation estimates for unforeseen contingencies is illegal. 198 Pa.
Superior Ct. at p. 628.
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that PP&L is engaged in an effort to extend the life spans at its fossil fuel
plants.

Accordingly, the record clearly demonstrates that PP&L has
failed to prove that it is appropriate to reduce the life spans for Martins
Creek (Units 1 & 2), Sunbury (Units 1, 2, 3 & 4) and Holtwood 17.
Consequently, OTS recommends that PP&L’s claim for Fossil Fuel Power
Production Plant Depreciation Expense be reduced by $18,642,000%.

2. PP&L.’s Claim For Susquehanna SES Power

Production Plant Depreciation Expense,
Should Be Reduced By $30.388.000,

Property installed at the Susquehanna SES prior to January 1,
1989 is depreciated using MSF. Under the terms of the agreement, the
depreciation expense increases each year through 1998 and will revert to
straight line remaining life depreciation on January 1, 1999. Plant installed
after December 31, 1988 is depreciated using the straight line method with
the average life span procedure and remaining life technique. OTS St. 2,
p. 30. The MSF method was constructed by the Company and accepted by

this Commission as a means of deferring a portion of the large revenue

requirement increase which occurred in connection with the in service dates

¥ The Pennsylvania Jurisdiction equivalent amount is $15,191,000. The

Revenue Requirement equivalent amount is $16,007,000. See,
Appendix A, Table II, attached to the OTS Main Brief.
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of Susquehanna Units 1 & 2. In this proceeding, the Company is proposing
a change to straight line for the identified property that will result in a higher
level of depreciation expense for this rate case. OTS opposes the change for
four reasons discussed in our Main Brief. See, OTS Main Brief, pp. 64-65.

PP&L initially alleges that OTS witness Mr. Sivulich’s first
point - that allowing MSF to continue will produce a lower revenue
requirement in this case is "undercut” by his fourth - point that the Company
will eventually collect all of the depreciation expense that it is entitled to if
MSF is continued. According to PP&L this means that continuing MSF wili
mean higher depreciation recovery for the periods at issue. PP&L Main
Brief, p. 163.

In response, OTS submits that it is fair to require PP&L to
"live up to" the deal it cut during its last base rate case. At that time, the
Commission determined that it was appropriate to allow MSF in order to
lessen the blow of the increase in that proceeding. That determination was
made with the understanding that depreciation rates would be increased at a
certain point in the future in order to provide for complete recovery. OTS
believes it is fair for both the Company and its ratepayers to continue along
the course that has been set. PP&L has acknowledged that the continuation
of MSF will not prevent it from recovering all of the depreciation expense to

which it is entitled. PP&L Main Brief, p. 161. OTS believes that it is fair
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to ask customers to enjoy a lower revenue requirement in this case, with the
understanding that there will be higher depreciation expenses in future PP&L
rate cases based upon MSF.

PP&L next argues that continuation of MSF will require it to
file more rate cases then it would otherwise!¥. PP&L Main Brief, p. 163.
However, PP&L witness Mr. Hoch acknowledged under cross examination
that he was not aware of a single instance in the past where PP&L had filed

for a rate increase based solely upon the need to change its depreciation

rates. Tr. 1857. Thus, this final!? aliegation should be rejected.

& PP&L has apparently abandoned Mr. Hoch’s ill-advised statement that
the continuation of MSF would prevent the Company from recovering
all of its investment in nuclear plant. PP&L St. 4-R, p. 3. OTS
witness Mr. Sivulich has refuted this allegation completely. He states
"[t]he allegation that PP&L will not actually collect these amounts
from ratepayers unless it files rate cases every year is of no
consequence since whenever PP&L does file a rate case in the future,
it will be allowed to utilize the increased depreciation it was allowed
to book under MSF." OTS St. SR-2, p.6.

¥ PP&L also argues that Mr. Sivulich’s observation that a change from

MSF had not been mandated by the Financial Accounting Standards
Board ("FASB")was not dispositive of the issue because the FASB
rarely comments upon issues raised in rate proceedings. PP&L Main
Brief, pp. 163-164. PP&L is in error, the FASB often issues
regulations which, depending upon the issue involved, must be
adhered to for rate case purposes. The fact that FASB had not spoken
on the issue was provided to offer an example of a potential "good"
reason for discontinuing MSF,
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Accordingly, OTS recommends PP&L’s request to change from
MSF to straight line depreciation for Susquehanna SES property installed
prior to January 1, 1989, be denied. Consequently, PP&L’s Susquehanna
depreciation expense for the future test year should be reduced by

$30,388,000%.

C.  Environmental Remediation Costs

At pages 105 through 107 of its Main Brief, the Company
attempted to articulate its position relative to its claim for "Environmental
Remediation Costs". Surprisingly, the Company suggested that OTS witness
Weakley, "reduced his proposed adjustment to $326,000, but offered no
explanation to support the development of this new figure (OTS St. SR-4,
p. 5)." OTS would remind the ALJ that it was the Company that provided
the needed information for Mr. Weakley reduced proposed adjustment of
$326,000. Based on the Company’s information, Mr. Weakley testified on
surrebuttal in pertinent part as follows:

. . .In my Direct Testimony, OTS Statement

No. 4, I had proposed a reduction of $1,304,000.

Since then, on April 27, 1995, PP&L and the
DER has reached an agreement regarding the

The Pennsylvania Jurisdiction equivalent for this amount is
$23,832,000. The Revenue Requirement equivalent amount is
$25,112,000. See, Appendix A, Table II, attached to the OTS Main
Brief,
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Company’s ongoing clean up efforts. This
agreement states, during the next 10 years, PP&L
will investigate all 134 sites and spend up to $5
million a year on investigation and clean up
operations. Therefore, I am reducing my
recommended disallowance from $1,304,000 to
$326,000 ($400,000 x 81.4815%), in recognition
of PP&L’s commitment. (Emphasis Added)

OTS St. SR-4, p. 5; PP&L Ex. MJB-9.

It is unrebutted that Mr. Weakley’s reduced proposed
adjustment was based on an Exhibit provided by the Company, which
outlined the agreement between PP&L and DER ("Agreement”). See, PP&L

Ex. MJB-9. Further, it is unrebutted that the Company was given ample

opportunity to provide evidence as to whether the press release did not
accurately reflected the Agreement. Notably, on cross-examination, PP&L
witness Berish acknowledged that the "press release” reflected in PP&L
Exhibit MJB-9 did not differ in any respect from the Agreement. Tr.
2012.2 In the absence of a contrary answer on redirect examination, the
parties must assume that the Agreement obligates the Company to pay at
least $5 million for "Environmental Remediation Expense. It is axiomatic
from simple contract law, that if the Company was obligated to $5.4 million,

the language of the Agreement would have provided that the Company has

2w There was no redirect by the Company’s counsel on this

specific answer by Mr. Berish to a cross-examination question.
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agreed to pay more than $5 million, instead the Agreement indicates that the
Company has "agree to pay up to $5 million", not more than $5 million.
The plain language of the Agreement must be recognized in this proceeding,
which provides only for a maximum payment of $5 million for
Environmental Remediation Expense.

Accordingly, Mr. Weakley recognized that there was $400,000
difference between the agreed upon amount between PP&L and DER of
$5 million and the Company’s claim of $5,400,000 in this proceeding. In
recognition of this $400,000 difference, Mr. Weakley appropriately reduced
OTS’s recommended disallowance from $1,304,000 to $326,000 ($400,000 x
81.4815%).2 OTS St. SR-4, p. 5. Contrary, to the Company’s assertion,
it is clear that Mr. Weakley has provided an explanation to support the
development of a recommended disallowance of $326,000 for Environmental
Remediation Expenses. The difference between the Company and OTS is
due to the Company unwillingness to recognize and/or explain the difference
in the expenditures as reflected in the Agreement and the Company’s claim
in the instant proceeding. For example, after the submission of
Mr. Weakley’s surrebuttal testimony, the Company had an opportunity on

rejoinder to provide the record with an explanation for the $400,000

22/

81.4815% represents the Pennsylvania Public Utility
Commission jurisdiction allocation.
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difference between the Agreement and its claim; however, the Company
failed to provide an explanation, and thus PP&L has failed its burden of
proof. With respect to the Company’s specific arguments relative to the low
costs in March 1995 and providing updates through April 1995, OTS submit
that those updated costs are reflected in the Agreement between PP&L and
DER to pay up to $5 million a year for Environmental Remediation costs.
Accordingly, the updates are not additional costs up to and beyond the annual
$5 million agreed upon costs between PP&L and DER.

Consequently, the Company’s argument on this issues should be
rejected, and the recommendation of OTS to reduce PP&L Environmental -

Remediation expense by $326,000 should be adopted.

D. Rate Case Expense

On pages 111 through 113 of its Main Brief, the Company
presented its position to normalized its rate case expeﬁse over a two-year
period. In its presentation, the Company has not provided any substantive
arguments to support its position, but rather has relied on speculation. For
example, the Company suggests that "the conditions that enabled PP&L to
delay the filing of the instant base rate case are unlikely to recur in the near
future.” Clearly, such an observation is speculation, and should be rejected.

Hypothetically, if the ALJ followed the flawed logic of speculation as
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expressed by PP&L for eliminating Mr, Weakley’s filing interval of 125
months, that flawed logic would require additional eliminations of filing
intervals. For example, an acceptance of the rationale of PP&L, would
require the removal of PP&L’s 15 and 16 months filing intervals due to the
construction Susquehanna Units 1 and 2, since there are no nuclear power
plants or similar expenses expected to be placed into base rates in the near
future. Then the ALJ is left with adopting PP&L’s two-year normalization
based on the rationale that the Company "had no better choice"..., “because
PP&L. used two years in the last base rate case, and decided to use two years
in this case." Tr. 536. With all due respect, such a rationale as presented by
PP&L is not only illogical, but also is without substance and should be
rejected.

The continued argument by PP&L in support of its two-year
normalization represents a fundamental lack of understanding that PP&L’s
history regarding the frequency of its base rate case filings is an essential
element in determining the normalized level of rate case expense for
ratemaking purposes. See OTS Main Brief, pp. 67-71. In Pennsylvania

Public Utility Commission v. Mechanicsburg Water Company, 80 Pa. PUC

212, 317 (1993), the ALJ recognized that "to properly normalize the
expense, history should be consulted.” Id., p. 317. In recognition of the

need to consult history for the purpose of normalizing rate case expense,
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OTS noted on page 71 of its Main Brief that the purpose for averaging
historical filing intervals is to mitigate the aberrations of long (filing intervals
of 125 months) and short (filing intervals of 15 and 16 months) periods that

may have occurred during the historical period. See, OTS Ex. 4, Sched. $.

Additionally, the Company suggests in its Main Brief that it
"may be forced to file its next base rate case in less than two years.” PP&L
Main Brief, p. 112. Aside from the fact that the Company’s assertion is
pure speculation, as Mr. Weakley explained, the reason for normalizing rate
case expense based on a historical average is that no one know when PP&L
will file its next base rate case." OTS Main Brief, p. 71.

Consequently, the Company has provided no support for a
claimed two-year amortization of its rate case expense. In contrast, OTS has
provided detailed analysis, case law and explanations to support its
recommendation. Accordingly, OTS’s adjustment of $373,000 to PP&L rate

case expense claim should be adopted.

E. Pension Expense

In its Main Brief, pages 84 through 98, the Company presented
its arguments relative to several pension expense related adjustments made by

various opposing parties in the proceeding. Consistent with the Company’s



Main Brief, OTS will address its adjustments under the "Pension Expense" in

enumerated fashion for ease of reference by the ALJ and the Commission,

1. SFAS 87

On pages 85 through 89 of its Main Brief, the Company
presented arguments as to why OTS’s rejection should be rejected, and why
PP&L’s treatment of pension expense on an accrual basis should be adopted.
Interestingly, in the beginning of its argument, the Company relies upon the
explanation provided by OTS witness Weakley as to the two different
pension expense calculations required to be performed by PP&L each year,
and then proceeds to criticize Mr. Weakley’s recommendation. PP&L Main
Brief, p. &5.

The Company asserts that its claim in the instant case is
virtually identical to the claim approved by the Commission in Pennsylvania

Public Utility Commission v. West Penn Power Company, Docket

No. R-00942986, 1994 Pa. PUC LEXIS 144 (Order entered December 29,

1994) ("West Penn 1994"). PP&L Main Brief, pp. 87-89. OTS submits that
PP&L’s assertion is incorrect, as there are factual difference between West
Penn 1994 and the instant proceeding. In West Penn 1994, the Company
filed a rate case with a test year ending December 31, 1994. During the

pendency of the hearings in West Penn 1994, the Company offered an update
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by its actuary, dated July 29, 1994, whereby the need for a pension payment
was presented for the period July 1, 1994 through June 30, 1995. Since the
time period for the pension payment included at least six months of the test
year ending December 31, 1994, the Commission in West Penn 1994
concluded in pertinent part as follows:

The record evidence shows that the Company will

be required to make a payment into the pension

funding during the test year. (Emphasis added)
Order, p. 44. |

In comparing PP&L’s claim in the instance proceeding with the

record evidence in West Penn 1994 there are noted differences in the facts

surrounding the respective cases. In the instant proceeding, PP&L has not
presented any record evidence to show that the Company will be required to

make a payment into the pension funding during the test year ending

September 30, 1995.2' In the absence of such evidence, PP&L’s claim
fails the Commission criteria in "that the first determination is whether a
payment to the pension fund is due during the test year."

Second, the Company has attempted to satisfy the

Commission’s ruling in West Penn 1994 by suggesting that "the record

2 In West Penn 1994, the Commission noted that the ALJ is
correct in finding that the first determination is whether a

payment to the pension fund is due during the test year. Order,
p. 44.
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evidence demonstrates that PP&L currently intends to make a cash
contribution to its pension fund as early as the third quarter of 1996, which
is within the first year that the rates set in this case will be in effect."
(Emphasis added). PP&L Main Brief, p. 88. The fact that PP&L has
quantified its potential contribution as "currently intends" suggests the
tentative nature of the Company’s statement. OTS submits that the Company
has deliberately quantified its potential cash contribution to its pension plan,
because the record evidence shows that PP&L’s actuarial study certified that
no cash contribution is required at any time during the future test year. On
the other hand, PP&L.’s actuarial study failed to certify that the Company
must make a cash contribution to its pension fund as early as the third
quarter of 1996. In any event, as Mr. Weakley testified unrebutted, if the
1996 plan year contribution (if needed) actually occurs, such payments do not
actually have to be made until March 15, 1998.% (OTS St. 4, p. 15. A
payment due March 15, 1998, places the poténtial payment three years
outside the future test year in this proceeding. Accordingly, under PP&L’s
assertion of potential payments, such payments does not satisfy the

Commission’s criteria set forth in West Penn 1994.

2% If the Company request an extension for the filing of its Federal

Taxes, the payment date will be September 1998.
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Furthermore, the Company argues that it anticipates making
required future annual contributions to its pension plan. PP&L Main Brief, p.
88. In support of its argument, the Company has not produce a certified
actuarial study that unequivocally shows a requirement that such payments
must be made in the future.

Also, while the Company is suggesting that SFAS 87 must be
give recognition in this proceeding because of potential future payments, in
the rate case expense section of its Main Brief, the Company is arguing that
it may file another base rate case in less than two years. PP&L Main Brief,
p. 112. Clearly there is an inconsistency in the Company’s respective

arguments, Consequently, PP&L’s claim for SFAS 87 should be denied.

2. SFAS 106

On pages 91 through 96 of its Main Brief, the Company
presented arguments in support of its claim for Post-Retirement Benefits
("SFAS 106"), in the annual amount of $1,797,000. The differences
between OTS and PP&L rests solely on different interpretations of Popowsky

v. Pennsylvania Public Utility Commission, 164 Pa. Commonwealth 338,

642 A.2d 648 (1994) ("PP&L") and Popowsky v. Pennsylvania Public Utility

Commission, 164 Pa. Commonwealth 600, 643 A.2d 1146 (1994)

("PAWC").
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In PP&L., the Commission had approved PP&L’s petition
requesting a declaratory order to defer for accounting purposes and recover

in future rates, after its next base rate case, the current incremental costs,

which is the difference between the pay-as-you-go costs and the accrual
costs. The Commission granted PP&L specific permission to record as a

regulatory asset the incremental costs incurred between the date of the

adoption of SFAS 106 and the date of the new rates reflecting the costs of
compliance with SFAS 106. Note that these costs included the amortization

of the transition obligation in PP&L as well. However, the Commission’s

treatment of the transition obligation was not appealed to Commonwealth
Court.

On appeal to Commonwealth Court, the Commission and PP&L
argued that recovery of these costs are not retroactive because under the pay-
as-you-go method, these costs would have been eventually been recovered at
the time they were paid out. In addition, PP&L argued that although the rule
against retroactive ratemaking applies to the recovery of costs relating to
prior periods, these costs would be allowed under the exception to the rule

for extraordinary expenses.?'

Similarly, in the instant proceeding, PP&L has argued that the
record evidence amply demonstrates that PP&L’s claimed SFAS
106 costs are extraordinary and non-recurring. PP&L Initial
Brief, p. 93.
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However, Commonwealth Court dismissed these arguments on

the premise that the incremental costs were anticipated at an earlier time and
could have been recovered in an earlier proceeding:

Because the incremental costs were, in fact,
anticipated before the request for declaratory order
was filed [f.n. deleted] and because the costs are
recurring and could otherwise be recoverable in
rates, the exception for "extraordinary” expenses
does not apply. Therefore, incremental costs
would be prohibited by the rule against retroactive
ratemaking and the PUC’s order improperly
assures future recovery. Accordingly, the order
of the Pennsylvania Public Utility Commission is
reversed. (Emphasis added)

PP&L. pp. 653-654.

In the instant proceeding, PP&L has made a request for incremental costs.
Based upon the Commonwealth Court ruling, these incremental costs were,
in fact anticipated and recurring, and not an exception for extraordinary
expenses. See, footnote number 40, OTS M.B., p. 96.

As previously noted, PP&L both in the instant proceeding and
the PP&I case sought to recovery costs associated with its incremental costs
for deferred expenses associated with SFAS 106. Despite the fact that in
PP&L., the Commission’s treatment of the transition obligation was not
appealed to Commonwealth Court, PP&L in its Main Brief has attempted to
rely upon both PP&L and PAWC, even though PP&L dealt with incremental

costs and PAWC dealt with transitional costs. Notably, in PAWC, the
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Commonwealth Court determined that the Commission’s adoption of accrual

accounting concerning the transition obligation of Pennsylvania-American

Water Company’s ("PAWC") SFAS 106 claim did not constitute retroactive
ratemaking because PAWC was merely requesting a timing change and not

attempting to correct an incorrect projection.

OTS submits that PAWC does not shield PP&L in the instant

proceeding because the Commonwealth Court in PAWC found that the

Company was entitled to collect the transition obligation because it attempted
to collect the costs at the first opportunity. In contrast, PP&L did not seek
to recover its costs at the first opportunity, but rather filed a declaratory
petition regarding the costs with the Commission. Another factor
distinguishing PAWC and the instant proceeding is the fact that the amount

in question in PAWC was the "transition obligation" as opposed to the

"incremental" portion which is at issue in the instant proceeding.®®’ As a
result, PP&L cannot claim that its costs represent an extraordinary and non-

recurring one time event as required by the Commonwealth Court in PAWC.

Finally, it is obvious that the cases relied upon by the Company
in its Main Brief does not support the arguments articulated by the Company.

Simply put, the Company has misconstrued the cases for the ALJ and the

26/ Note that in PP&L, the Commission’s treatment of the
transition obligation was not appealed to Commonwealth Court.
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Commission. Most important, is the fact that the Company failed to

distinguish between the issue in PAWC being the "transitional obligation" of

SFAS 106 and the issue in PP&L being the "incremental” portion of SFAS

106. The Company’s failure to recognized that PAWC and PP&L dealt

with different portions of the costs associated with the deferred expenses of
SFAS ‘106 is a fatal flaw in its argument.
Consequently, the Company’s argument relative to its SFAS
106 claim lacks merit, and should be rejected. Accordingly, OTS’s
recommendation to reduce PP&L 0&M expenses by $1,561,000 on a
Pennsylvania jurisdictional basis should be adopted.
F. PP&L’s Arguments Regarding SSES 1 And 2

Fails To Recognized That Commonwealth Court
Has Reversed the Commission’s Orders.

On pages 98 through 103 of its Main Brief, the Company
|
articulated its argument that PP&L’s claim for Susquehanna Unit I and
Susquehanna Unit 2 ("SSES 1 and 2") is timely and thus should be allowed.

In presenting its argument, the Company has principally relied upon the
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Commission Opinions and Orders.2” It is unrebutted that Commonwealth

Court can reverse the Opinions and Orders of the Commission.

The Commonwealth Court by its rulings in Columbia Gas of

Pennsylvania. Inc. v. Pennsylvania Public Utility Commission, 149 Pa.

Commonwealth Ct. 247, 613 A.2d 74 (1992), affirmed, Pa. 636

A.2d 627 (1994) and Irwin A. Popowsky, Consumer Advocate v.

Pennsylvania Public Utility Commission, 642 A.2d 648 (1994) changed the
manner in which the Commission must view deferred claims by utility
companies in Pennsylvania. The adjustments made by OTS and the OCA in
this regard, recognizes the changes dictated by the Commonwealth Court
decisions. On the other hand, PP&L by virtue of its arguments and reliance
on Commission Opinions and Orders from the 1980s, suggests a resistance to
the change manner of determining these issues as dictated by recent
Commonwealth Court decisions.

Consistent with the Commonwealth Court decisions, OTS
submits that these early window claims should be disallowed, because the

Company failed to claim any recovery of the expenses at the first opportunity

w Petition of Pennsylvania Power & Light Co., Docket

No. P-820367, 1982 Pa. PUC LEXIS 75, *17-18 (Order
entered July 29, 1982), Petition of Pennsylvania Power & Light
Co., Docket No. P-830461, (Order entered November 9, 1983)
and Pennsylvania Public Utility Commission v. Philadelphia
Electric Co., Docket No. R-891364 (May 16, 1990).
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and the recovery constitutes impermissible retroactive ratemaking. For

example, with respect to SSES Unit 1, the Company had the opportunity to
make a claim to recover the associated early window costs in its 1984 base
rate case, but failed to do s0.2’ see, Columbia Gas of Pennsylvania, Inc. v,
Pennsylvania Public Utility Commission, 149 Pa. Commonwealth Ct. 247,

613 A.2d 74 (1992), affirmed, Pa. , 636 A.2d 627 (1994).

With respect to Unit 2, OTS submits that the Company could
have filed at an earlier date and not waited ten-years to seek recovery of
these costs. The fact that PP&L waited ten years to recover the deferred
expenses, violates the principle of retroactive ratemaking. Furthermore, the
nature of the claim does not come within the genre of expense that is unusual
and unforeseeable and therefore cannot be claimed as an exception to the
general rule against retroactive activity.

Consequently, the ALJ should recommend and the Commission
should adopt the recommendation of OTS in denying the deferred expense

recovery of Susquehanna Units 1 and 2, respectively.

% An attempt to "minimize the requested increase and its impact on

customers” is not an exception to retroactive ratemaking.

47



G.  PP&L’s Uncollectible Accounts Expense Claim
Should Be Adjusted By The Commission.

OTS in this proceeding has proposed $1,234,000 reduction to
normal uncollectibles due to a correct analysis that PP&L’s claim should
reflect its projected write-offs for 1995 rather than an amount to maintain its
uncollectible accounts provision balance at $30,719,000. In arguing against
OTS’s adjustment, the Company suggests that it is more appropriate to use
the provision for uncollectibles of $l6,932,000 because it is utilized by
PP&L to determine pro forma present rate revenues. PP&L M.B., p. 108.

In response, OTS would refer the ALJ and the Commission to
OTS Cross-Examination No. 9. In reviewing OTS Cross-Examination
No. 9, which is the Company’s response to an interrogatory, is the
supporting calculations for the Company’s claim for the uncollectible
accounts expense of $16,932,000. Attachment 1 of OTS Cross-Examination
No. 9 has two columns, identified as "Estimated % to be written” and
"Uncollectible Provision Requirements", respectively. In column identified
as "Estimated % to be Written Off", the Company has a provision balance of
$29,485,000 as of October 1, 1994, and a 1995 Estimated Net Writeoffs of
$15,566,000. Second, the Company subtracts its 1995 Estimated Net
Writeoffs of $15,566,000 from the Provision Balance as of October 1, 1994

of $29,485,000, which equals "$13,919,000". The "$13,919,000" is then
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listed under the column titled "Uncollectible Provision Requirements”, also
included under this heading, is $30,719,000, which represents the
Company’s projected uncollectible provision requirements as of

September 30, 1995. Third, the Company arbitrarily determines that it needs
to have a provision account of $30,719,000, which can only be accomplish
by claiming an uncollectible accounts expense of $16,800,000, which
represents the "$13,919,000" subtracted from $30,719,000. Then the
Company uses the $16,800,000 to support its overall claim for uncollectible
expense of $16,932,000. See, OTS Cross-Examination Ex. 9.

The larger issue is whether the Company has provided support
for arbitrarily determining that its provision account need $30,719,000 for
ratemaking purposes. In that regard, the Company has provided absolutely
no evidence to demonstrate that $30,719,000 for its provision account is
needed for ratemaking purposes. The Company uses the $16,800,000
amount for the sole purpose of maintaining a provision account of
$30,719,000.

Consequently, the Company’s primarily argument that its
proposal of $16,800,000 affords a better matching of revenues and expenses,

is nonsensical. The fact of the matter, the Company should have used its
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actual write-offs as of September 30, 1995, which is $15,566,000, instead of
artificially creating its claim of $16,800,000.%

An additional argument presented by the Company in its Main
Brief, is the assertion that Mr. Weakley failed to used a three-year average
of actual write-offs to better reflect the Company’s experienced costs. PP&L
M.B. p. 109. In support of its argument, the Company in footnote 39 listed
several cases in which OTS used a three-year average of actual write-offs.
Notably, in listing the cases, the Company failed to provide the justifications
for OTS using a three-year average of actual write-offs in respective cases.
If the Company had carefully reviewed the cases, it would have concluded
that OTS used the three-year ave‘rage of actual write-offs in cases where
there are significant difference year to year with respect to a utility’s
uncollectible accounts. On the other hand, in the instant case, a three-year
average was not used because PP&L shows a decreasing trend in actual
write-offs of its uncollectible accounts expense. The significant aspect of the
instant case, is the fact that PP&L has refused to reflect this decreasing trend
in its funding reserve, which the Company has arbitrarily set at $30,719,000.
Simply put, there is no merit to the Company’s argument, and accordingly,

the arguments should be rejected.

e Note that the ending for the future test year is September 30,

1995.
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With respect to OTS’s recommendation that PP&L has
overstated the uncollectible accounts expense element of its OnTrack
Payment Program ("OTPP") because it failed to reflect potential funding
from the Low Income Energy Assistance Program ("LIHEAP"), the
Company’s arguments are based on spec.u]ation. PP&L M.B., pp. 109-111.
Namely, that OTS’s "adjustment fails to give any weight to the fact that
Federal funding for LIHEAP has been substantially reduced in the past and
probably is going to be reduced further or eliminated in the current round of
Federal budgeting tightening. PP&L M.B., p. 110. In essence, the Company
is articulating a position that OTS and the Commission should give
recognition to "potential" post-future test year events that may affect
LIHEAP funding.

In response, OTS would note that the Commission has
consistently and appropriately emphasized the principle that ratemaking
claims be based on known and measurable costs that will occur, not on

highly speculative estimates. See, Pennsylvania Public Utility Commission v.

West Penn Power Company, 73 Pa. PUC 454, 199 PUR 4th 110, 134

(1990); Pennsylvania Public Utility Commission v. National Fuel Gas

Distribution Corporation, 55 Pa. PUC 665 (1982). Accordingly, OTS can

only make recommendations, as it specifically relate to OTPP on the present

and/or known funding of LIHEAP, not on whether LIHEAP may be
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substantial reduced or eliminated in the current round of Federal budgeting
tightening.

Finally, PP&L articulated that "the Commission has recognized
this concern in recent orders involving interim reductions in purchased gas
cost recovery rates by gas utilities.” PP&L M.B., p. 110. OTS submits that
the issue is not whether the Commission has express a concern in recent
orders, but rather, has the Commission actually based its final orders on this
expressed concern. A review of the recent orders involving gas utilities,
suggests that the Commission has not actually based in final orders on what
may or may not occur with LIHEAP at the federal level, but rather provided
concerns that "future" projections in Section 1307(f) gas proceedings must be
viewed with closer scrutiny. Accordingly, in PP&L’s "next base rate" case,
th?s issue may have to be viewed with closer scrutiny, but that time is not
now.

Consequently, OTS submits that PP&L’s argument is seeking
recognition of the speculative future of LIHEAP, which goes beyond the

future test year. Accordingly, PP&L’s arguments should be rejected.

H. PP&L’s Request For $2.5 Million For Social
Programs Should Be Denied.

On pages 113 through 120 of its Main Brief, PP&L attempted

to present arguments as to why its request for $2.5 million for Build-A-
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Neighborhood Program, Affordable Housing Program and Small Business
Program ("social programs”) should be adopted by the Commission. It is
clear from the Company’s Main Brief that an attempt has been made to link
the social programs with other approve programs such as conservation, load
management and economic development.?’ PP&L Main Brief, p. 116.
OTS submits that this attempt at leakage is merely a disguise as to the true
nature of the three programs.

Noticeably absent from the Company’s Main Brief is any
discussion and/or summary of the details of the programs in question. An
objective discussion of the details of the programs would provide a clear
message that these proposed programs are beyond the other approve
programs such as conservation, load management and economic
development. In fact the Company indirectly makes such an admission on
page 116 of its Main Brief, by asserting that "these programs are simply an

expansion of existing Commission-approve programs.” The problem is that

the Company failed to realize that the proposed programs are far beyond and

‘% The Company already have Commission approved conservation

programs, such as Weatherization available for its customers.
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seeking to achieve a different solution that any programs previously approved
by the Commission 2

The Policy Statements and cases relied upon by the Company
dealt specifically with rate structure related issues in solving a utility’s and/or
customer’s problem. For example, in the cases relied upon by the Company
were attempts to solve certain problems by restructuring the rate structure of
the utility; however, in most instances, the restructuring did not affect the
recovery of the customer’s fixed cost, and the restructuring merely concern
the margins available to the utility and in most cases, the "flex rate” was for
a certain time period. See, Appendix A.2' In most of the cases relied
upon by the Company was an attempt by the Commission and the utility to
resolve the loss of a major customer and/or the potential loss of a major
customer. In addressing that concern, the Commission generally recognized
that if a major customer left the system then the associated fixed costs to
serve that customer would have to borne by the other customers.

Accordingly, the Commission allowed the utility to provide some flexibility

=]
—_
~

The ratepayers’ share and stockholders’ share for the proposed
programs are linked without an accounting mechanism for
distinguishing the two share nor any escrow mechanism.

Appendix A is copies of the cases relied upon by the Company
in support of its argument. For ease of reference, OTS has
provided the ALJ with copies.
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in its rate structure. Simply put, none of the cases support a utility’s attempt
to solve the socio-economic problems of a certain segment of its customers
and service territory outside of the rate structure element of the utility’s
services. In the instant proceeding, there is no evidence that these programs
will benefit all other ratepayers from a ratemaking standpoint. In fact there
is a strong possibility that these programs may add new customers, who may
be unable to pay their bills in a timely fashion, thus adding to the Company’s
uncollectible accounts.

The Company’s own words from its Main Brief, best describes
why these programs should be rejected. Namely, the Company in its Main
Brief asserted in pertinent part as follows:

PP&L’s proposed customer and community

needs programs are designed to benefit PP&L. and

its customers by attempting to address, in a

modest way, the social issues facing PP&L’s

customer. These programs will position PP&L
favorably with all segments of its customers,

including lower income customers located in urban

comimunities.

PP&L Main Brief, p. 120.

It is clear from the above statement from the Main Brief of PP&L that one of
the objectives of the programs is place PP&L in a favorably position with its
customer, which PP&L. has the ability to do without assistance from

ratepayers. Second, the above statement suggests that the Company is
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attempting solve social programs unrelated to customers ability to pay their
bill. In other words, PP&L is attempting place itself in the position of
government or other entities, who have traditionally attempted to solve these
types of social issues with varied degrees of success (e.g., neighborhood
improvement, affordable housing, assisting small businesses), which is
unrelated to providing electric service and the payment for such service.
Finally, PP&L argues that "the Commission should not ignore
the social benefits that can accrue to PP&L’s customers and the communities
in which they live and work as a result of PP&L’s programs.” PP&L Main
Brief, p. 118. In response, OTS submits that there is no dispute that
PP&L’s customers and communities would greatly benefit if all of its
neighbors and neighborhood consisted of great, beautiful neighborhoods,
affordable housing and numerous small businesses, more or less a utopia
society; however, whether PP&L’s customers and communities will benefit
from the programs is not the primary issue, but rather, should the payment
for these programs be accomplish through the ratemaking process. If the
only way to achieve the objectives of these programs is through the
ratemaking process, then the programs should not be created, as the
ratemaking process is not the proper forum for such socio-economic

programs.
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Consequently, the Build-A-Neighborhood program, Affordable
Housing program, and Small Business program should not be afforded

ratemaking treatment; and should be rejected.
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IV. RATE OF RETURN

A. Interest Rates

In its brief, PP&L urges the ALJ and the Commission to ignore
the decline in interest rates which occurred at or near the close of the record
in this proceeding. PP&L asserts that any mention of this interest rate
decline by the OTS or other party constitutes a "smokescreen”. PP&L also
urges that the Commission "not be unduly influenced by temporary short-
term variations in interest rates”. PP&L Main Brief, p. 214. Additionally,
PP&L’s witness, Mr. Paul Moul, testified that this interest rate decline does
not require a reduction in his recommended cost of equity. PP&L St. 12-R,
p. 2.

This assertion is inconsistent with Mr. Moul’s past testimony
before the Commission. In the most recent Philadelphia Suburban Water
Company rate case (R-00932868), Mr. Moul encountered a similar situation.
Thirty-year Treasury bond yields increased 110 basis points. This resulted in
a 75 basis point increase in the Risk Premium cost rates, a 106 basis point
increase in the CAPM cost rates, and a 19 basis point increase in the DCF
cost rates. Mr. Moul found it appropriate to increase his recommended cost
of equity because of the significant increase in interest rates. OTS ST. SR-1,
pp. 1-2. The selective recognition of interest rate fluctuation does not

eliminate the real world effect that interest rates have on equity costs.
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It is noteworthy that while Mr. Moul criticizes the accuracy of
OTS’ equity cost computations, he also selectively ignores economic factors

which affect the very accuracy he purportedly seeks.

B. Alternative Methods

PP&L also criticized OTS’ exclusive reliance on the DCF
method to determine the cost of common equity. The company asserts that it
is improper for one to rely upon a single cost of equity model and refers to a
NARUC study to bolster this claim. PP&L Main Brief, p. 225.

The OTS witness, Kevan Deardorff, is skeptical of the results
of this survey. Tr. 1481. An excerpt of this study states that the
Pennsylvania Public Utility Commission currently uses the DCF method, the
Comparable Earnings method, and the Earnings/Price Ratio method. PP&L
Ex. PRM-2, Sched. 3, p. 3. Mr. Deardorff is unsure whether the NARUC
figures reflect incorrect or merely outdated information. Tr. 1481. In any
case, the accuracy of this study is questionable and it should not be used to
impugn the DCF method.

PP&L also claims that the "central problem” with the DCF
method is that the underlying assumptions of the method are not realistic. In
addition, PP&L asserts that there is no evidence that these assumptions

actually prevail in the equity market. PP&L Main Brief, pp. 225-226.
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The DCF method assumes two general market conditions. The
first assumption is that the payout ratio will remain reasonably constant so
that the rate of dividend growth will closely follow the growth rz;te of
earnings per share. The second assumption is that the price/earning ratio
will be the same for the prospective period. Mr. Deardorff tested these
underlying assumptions in his calculations and found that the primary DCF
results are reliable given current general market conditions. OTS St. 1,
pp. 25-27, OTS Ex. 1, Sched. 4, pp. 4-5. The DCF results could not be
reliable if the underlying assumptions were unrealistic.

To support its argument for the use of other methods, the
company cites utility case decisions from other states. PP&L quotes a case
in which the Iowa Utilities Board stated "[T]he DCF model may understate
the return on equity in some circumstances. This is particularly true when
the market is volatile and the company in question has a market-to-book ratio
in excess of one." PP&L Main Brief, p. 227. In the instant proceeding, no
evidence was presented to show that the market is volatile. To the contrary,
the market is relatively stable at this point in time.

Finally, Mr. Moul attempts to use a simple internal growth rate
calculation to show that Mr. Deardorff’s results are inadequate. PP&L Main
Brief pp. 229-230. However, Mr. Moul originally testified that this

methodology does not produce results reflective of investor growth. PP&L
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St. 12, p. 15. It is disingenuous for Mr. Moul to choose this method for the
sole purpose of discrediting Mr. Deardorff’s recommended return on equity.
The OTS recommended return on equity for PP&L is fair, and

should be adopted by the ALJ and Commission.
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V.  RATE STRUCTURE

A, Rate Design & Cost Of Service

The OTS recommended revenue requirement increase is
approximately $20,455,000. See, Appendix A, Table I (attached to OTS’s
Main Brief). If PP&L is granted an increase in this proceeding which is
consistent with the adjustments proposed by OTS, OTS witness Paul M.
Yarolin has recommended that the minimum monthly charge for residential
customers (Rate Schedule RS) be increased by $14,076,018 and that
Residential Service-Thermal Storage (Rate Schedule RTS) be increased by
$3,438,666. OTS St. 3, p. 10.

If the Company were to be granted a revenue requirement in
excess of that recommended by OTS, Mr. Yarolin has testified that it should
be allocated in the following manner: (1) the minimum charge for Rate
Schedule RS should be set at $5.90 per month; (2) the rates under Rate
Schedule RTS should be set at the level proposed by the Company; (3) the
rates under Rate Schedule SE should not receive an increase; and, (4) the
remaining balance of the revenue requirement should be distributed among
all rate schedules, except Rate Schedules RTS and SE, in the same
relationship as that proposed by the Company.

OTS witness Mr. Yarolin has testified in support of the

following issues: (1) PP&L’s Residential Minimum Monthly Charge should
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be increased by no more than $1.10; (2) Residential Service-Thermal Storage
(Rate Schedule RTS) should be increased in accordance with PP&L’s
proposal; (3) the Commission should institute an investigation of Rate
Schedule RTS; (4) Rate Schedule SE should be considered an Off-Peak rate
for Municipalities and Governmental Agencies (and not receive an increase in
this proceeding). OTS will respond to specific allegations concerning these
issues made by the Company in its Main Brief.

1. PP&L’s Residential Minimum Monthly

Charge Should Be Increased By No More
Than $1.10.

OTS discusses this issue in a comprehensive manner at pp. 135-

139 of its Main Brief. In its Main Brief, PP&L merely states that it opposes
OTS’s position on the Minimum Monthly Charge because it focuses on this
.charge and not on how the PP&L proposed increase of $2.40 will effect the

customer’s total bill2. According to PP&L, "small usage residential

W The Office of Consumer Advocate ("OCA") also opposed OTS’s
proposed increase to the residential Minimum Monthly Charge,
presumably because it supports a zero increase for this charge and
because OTS has adopted the Company proposed 12 Coincident Peak
("12 CP") cost of service methodology. OCA Main Brief, pp.308-
309. However, OTS fully supports the Company’s 12 CP cost of
service study because it best represents the costs incurred by the
various services provided by PP&L. Moreover, the OCA’s proposal
of a zero increase to the customer charge is not "realistic” in light of
the level of customer charges for other Pennsylvania electric
companies. See, OTS Ex. 3, Sched. 1.
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customers will see an actual increase of far less than 50%, even if PP&L’s
total increase were approved.”" PP&L Main Brief, p. 252.

In response, OTS submits that the impact of PP&L’s proposed
increase in the monthly charge on the small usage residential customer is
greater simply because it is an element of the customer’s bill that cannot be
controlled by the customer. Thus, the small usage customer pays a great
deal of attention to the Minimum Monthly Charge portion of the bill. Even
if, as PP&L alleges, the Minimum Monthly Charge increase to the small
usage residential customer will be less than 50% under PP&L’s proposal,
that increase will still be significant to that customer because the small usage
customer’s total bill is much lower than the average residential customer.

In any event, OTS believes. that Mr. Yarolin’s recommended
increase to the Minimum Monthly Charge of no more than $1.10, is
reasonable and falls within the range of other Pennsylvania electric

utilities®. See, OTS Main Brief, pp. 136-139.

= The minimum monthly charges for other Pennsylvania utilities are
presented at OTS Ex. 3, Sched. 1.
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2. Residential Service - Thermal Storage
(Rate Schedule RTS) Should Be Increased
In Accordance With PP&I.’s Proposal.

The need for the increase to Rate Schedule RTS is discussed in
a comprehensive manner at pp. 139-140 of OTS’s Main Brief. Apparently
no party has indicated opposition to this recommendation.

3. The Commission Should Initiate An
Investigation Of Rate Schedule RTS.

A comprehensive discussion of this issue 1s provided at
pp. 140-143 of OTS’s Main Brief. In summary, OTS witness Mr. Yarolin
has testified that an investigation of the RTS Class is needed because several
questions remain to be answered: (1) What, if any, promises were made to
these customers?; (2) Under what conditions were any such promises made?;
(3) Whether any savings were promised over a specific time period? and,
(4) Whether representations were made as to how long it would take to
recover the investment required to obtain RTS service? OTS St. 3, p. 12.
OTS responds herein to arguments made by PP&L in its Main Brief.

PP&L first alleges that an investigation is unnecessary because
rates are not contractual, thus the Company "did not and indeed could not
guarantee that rates would not be changed over time." PP&L Main Brief,
p. 259. OTS submits that rate case practitioners are certainly aware of the

fact that rates are not "contractual.” However, ratepayers may not fully
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comprehend the fact that rates are not normally®’ guaranteed for a certain

period of time. OTS witness Mr. Yarolin has merely recognized the fact that
there is a great deal of confusion among the RTS class regarding their right
to lower rates than the RS class. See, Public Input Tr. 115. These concerns
have not been addressed in the letters sent out to RTS customers in April,
which were designed to clear up the misconception provided in the

March 27,1995 letter sent to RTS customers by PP&L’s Sales & Accounts
Department. See, PP&L Ex.OGK-9.

PP&L next argues that Mr. Yarolin’s implicit factual
assumption (that the RTS customers may fail to recover their investment) is
purely hypothetical and only a remote possibility. PP&L Main Brief, p. 260.
However, PP&L witness Mr. Kasper has testified that although he believes
the pay-back period on the thermal storage system is five (5) years
(Tr. 2166), he acknowledges that the systems vary in type, size and cost.

Tr. 2166-2168. He has also acknowledged that since the thermal storage
systems vary in cost and the usage pattern of the household, the pay-back
period would vary as well. Tr. 2167. Moreover, the OCA has alleged in its

Main Brief that the pay-back period on these systems could be as long as

¥ Certainly pursuant to a settlement which includes a "stay-out” period

for the company, customers might be reasonably assured of the fact
that they will experience no rate increase for a certain period of time.
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twenty (20) years. OCA Main Brief, p. 302. Clearly questions remain as to
the true pay-back period on these systems.

Accordingly, OTS submits that it has demonstrated a need for
further inquiry by the Commission into the circumstances under which
customers obtained service under the Rate Schedule RTS.

4. Rate Schedule SE Should Be Considered An

Off-Peak Rate For Municipalities And
Governmental Agencies.

Rate Schedule SE is an unmetered energy only street lighting
service that currently serves 58 customers. A comprehensive discussion of
this issue is provided at pp. 143-147 of OTS’s Main Brief. In summary,
OTS witness Mr, Yarolin has recommended that Rate Schedule SE be
considered an off-peak service primarily because the service is not used
during peak hours for seven (7) of the twelve (12) months of the year®®,

OTS St. 3, pp. 14-15. In addition, the service should not get an increase in

this proceeding.

¥ Mr. Yarolin has recommended that the Company file a rate with

higher on-peak (winter) month rates and lower off-peak (summer)
month rates. OTS St. SR-3, p. 12.
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PP&L first alleges that OTS’s proposal would not
accomplish what it intends because the higher rates in the winter months
would cancel out any savings obtained during the summer months. PP&L
Main Brief, p. 282. However, PP&L fails to consider that Mr. Yarolin has
proposed that Rate Schedule SE receive no increase in this proceeding. ‘OTS
St. 3, p. 15. The lack of an increase in this proceeding will relieve some of
the budget pressure being experienced by many of the cities and
municipalities in PP&L’s service area. See, Public Input Tr. 376, 405, 413,
465 & 629.

PP&L next argues that Rate schedule SE cannot shift load off-
peak in response to off-peak pricing; thus, SE customers would not benefit
from an off-peak rate. PP&L Main Brief, p. 282. However, OTS witness
Mr. Yarolin has testified that the ability to shift load is not the only criterion

in determining whether a service is on-peak or off-peak. In this regard,

I By way of introduction, PP&L alleges that "Rate Schedule SE has
consistently contributed to monthly system peaks since the rate was
first established in 1982. OTS has shown no change in circumstances
to support a change in rate design here.”" PP&L Main Brief, p. 282.
In fact, Mr. Yarolin has demonstrated that the .2% of demand on the
total system is attributed to all Street and Area Lighting services and
not strictly Rate Schedule SE. OTS St. SR-3, p. 10. Moreover, for
seven {7) months out of twelve (12) months, the peak period occurred
during daylight hours in which 62 KW demand was assigned to Street
and Area Lighting for traffic lighting purposes. See, OTS Ex. 3,
Sched. 3, p. 2.
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"period of usage" is equally important. The record indicates that street
lighting occurs primarily during off-peak periods of the year. See, OTS
Ex. 3, Sched. 3, p. 2.

Finally, PP&L argues that Mr. Yarolin "failed to support his
claim that no significant peak costs are incurred due to street lighting."
PP&L Main Brief, p. 282. PP&L is in error. OTS Ex. 3, Sched. 3, p. 2
demonstrates that Street and Area Lighting in total contributed only .001 % of.
the system total demand for the months of April to and including October (a
total of seven months). For the winter monthly peaks of November to and
including March (a total of five months) the total peak demand for all Street
and Area Lighting was 6nly 4% . Moreover, Rate Schedule SE represents
only 8% of the total Street and Area Lighting usage (PP&L Ex. OGK-2,
Tabulation of Revenue Effects, p. 1), which does not represent a significant
contribution to the winter monthly peaks.

Accordingly, the record indicates that Rate Schedule SE is, in
fact, an off-peak rate and should be so designated by the Commission. The
change can be accomplished by ordering PP&L to file a tariff filing which
provides an on-peak rate for the five (5) winter months (November through
March) and a (lower) off-peak rate for the remaining seven (7) summer
months (April through October). Moreover, Rate Schedule SE should not

get any increase in rates in this proceeding,.
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VI. CONCLUSION

For the reasons set forth herein and in its Main Brief, the
Office of Trial submits that the ALJ and the Commission should adopt its
recommendations, which results in directing Pennsylvania Power & Light
Company to file appropriate designed tariffs which will recover no more than

$20,455,000 in additional base rate revenues.

Respectfully submitted,

Kenneth L. l‘%lckens

Johnnie E. Simms
Senior Prosecutors
Stephen Gorka
Prosecutor

The Office of Trial Staff

Pennsylvania Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265

(717) 787-1976

Dated: June 27, 1995
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Pennsylvania Public Utility Commission v. National Fuel Gas
Distribution Corporation

R-881163

PENNSYLVANIA PUBLIC UTILITY COMMISSION

1989 Pa. PUC LEXIS 70; 69 Pa. PUC 379
April 13, 1989

PANEL:
[*1]

Commissioners Present: Bill Shane, Chairman; William H. Smith, Vice-Chairman;
Joseph Rhodes, Jr.; Frank Fischl

OPINION:
OPINION AND ORDER

BY THE COMMISSION:

Before us for consideration is Supplement No. 23 to Tariff Gas Pa. P.U.C. No.
7 ("Supplement No. 23"), filed November 28, 1988 by the National Fuel Gas
Distribution Corporation ("Distribution" or "Company"). For the reasons
enunciated hereinbelow, we are of the opinion, and find, that Supplement No. 23
should not be allowed to become effective as filed and that the Company be given
the opportunity to file a tariff supplement that reflects specific changes
delineated in this Opinion and Order.

BACKGROUND

On November 28, 1988, Distribution filed Supplement No. 23 which proposes to
establish four new voluntary Load Balancing Technology Service ("LBTS") rates
for customers served under existing Rates SVIS (Small Volume Industrial
Service), LVIS (Large Volume Industrial Service, LIS (Large Industrial Service)

and Commercial and Public Authority Customers ("basic service rates"). These
proposed rates will be applicable to customers who will use natural gas for any
of the five following purposes: cogeneration, electric generation, [*2]

cooling/dehumidification, heat pumps or vehicles. Other provisions of
Supplement No. 23 will be reviewed in the feollowing Discussion.

By Order entered February 9, 1989, we suspended Supplement No. 23 for a
period of sixty (60) days.

On February 14, 1989, Distribution filed Supplement No. 32 which extended the
effective date of Supplement No. 23 to April 11, 1989.

DISCUSSION

In contrast to Distribution’s existing basic commercial/industrial rates,
where monthly bills are calculated solely on a Pommodity (per cubic foot) basis,
plus a customer charge, LBTS rates consist of T .demand charge based on the
customer’s highest consumption during any one ¢7° the Company’s four peak winter
months (December through March) and a commodity charge based on actual
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h)
consumption for each month. Since LBTS custéﬁeﬁs will also have to take service
under an existing rate, a second customer charge was not imposed.

As part of the Information required by Section 53.52 of our Regulations, 52

Pa. Code €@ 53.52 ("Filing Information"), the Company explains that the proposed
commodity charges consist of the commodity component of its Purchased Gas Costs
("PGC") nl and twenty-five percent (25%) of the [*3] "non-purchased gas
costs", These "non-purchased gas costs" are the difference between the total

rates charged in the corresponding basic service tariffs (e.g. Rate SVIS) and
the PGC rate for that rate schedule. The non-purchased gas costs were
calculated as a single average rate based on the revenue estimates contained in
the Company’s Compliance Filing submitted at the conclusion of its last general
rate investigation at Docket No. R-870719, excluding Customer Charge revenue.
Customers taking LBTS transportation service will not pay the any PGC related
costs.

nl Purchased Gas Costs are filed, investigated and approved in accordance
with Section 1307 (f) of the Public Utility Code (66 Pa. C.S. 1307 (f). The
various Purchased Gas Cost rates are delineated in Rider A of the Company’s
tariff.

The proposed demand charges consist of the demand component of the PGC and
seventy-five percent (75%) of the "non-purchased gas costs". BAgain, rates for
LBTS transportation service will not include PGC demand costs.

Since the existing basic service rates do not impose demand charges, and
since these various rate schedules were derived based on the average load factor
for all customers [*4] in each rate class, if a LBTS customer has a better
than average load factor during the four peak months, it will probably
experience lower rates than it would if it received service under a basic
service rate. If an LBTS customer receives all of its service during the eight
of f-peak months it would not incur any demand costs. Under this scenario, for
example, an LVI-LBTS customer would pay a total of $2.9870 per Mcf for gas plus
any other applicable surcharges, (e.g. State Tax Adjustment Surcharge) compared
to the tail block of Rate LVIS at $3.9109 per Mcf, plus surcharges (Filing
Information, Appendix A and Supplement No. 21 to Gas-Pa. P.U.C. No. 7, Eighth
Revised Page No. 31).

As part of its Filing Information, the Company states that "[t]he LBTS rate
proposals were developed as a means for Distribution to create customer,
ratepayer, and Company benefits through the encouragement of gas fired
technologies." Distribution explains that these benefits will result from the
additional incremental throughput that these new technologies will require,
especially to the extent that this additional throughput occurs during off-peak
periods. The Company avers that "[t]he most obvious ratepayer [*5] benefit
from this type of load growth is the lower unit gas costs which results from
Distribution’s fixed costs being spread over a large consumption base."
Distribution submits that the technologies of cogeneration, electric generation,
gas fired cooling, gas heat pumps, and natural gas vehicles are representative
of the major new markets available to the gas industry and that the constant
seasonal and off-peak throughput from these technologies will enable
Distribution to more fully utilize its investment in its plant and equipment.
(Information Filing, p. 2).
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The Company also avers that the large first cost investment of these
technologies must be offset by significant operation cost savings in order to
assure a "justifiable return" for the customer. Distribution explains that a
major factor influencing the operating cost savings is the price of natural gas.
(Id., pp. 2-3).

Conceptually, we endorse Distribution’s proposal since it endeavors to add
incremental off-peak load to its system by offering rates that isolate
participating customers from demand related costs to the extent they do not
contribute to the Company’s peak load requirements. However, we do have some
concerns [*6] regarding the restricted availability of the LBTS rates as well
as some of the other provisions of the tariff.

As stated supra, Distribution projects that its proposed off-peak rate
incentive may be an important factor toward inducing customers to make the large
first-cost investment in cogeneration, gas cooling, etc. Considering: 1) that
Distribution’s monthly throughput in its peak month may be as much as six times
its throughput in the slowest month, 2) that cost-based off-peak rates may be
just as influential in inducing other industrial activities in the service area
as it will be in attracting the five technologies delineated in the LBTS rates,
and 3) that increased incremental off-peak demand will enhance Distribution’s
ability to spread its fixed costs over a larger revenue base, it appears that
Supplement No. 23 should not be restricted to the five specific end uses
proposed by the Company.

In its response to an Information Request submitted to Distribution by our
Staff ("Response"), the Company argues that expanding the applicability of
Supplement No. 23 would result in a revenue shortfall to the Company and "no
counterbalancing benefit to the Company or most of [*7] its customers." The
Company explains that the current commercial, public and industrial rates were
derived based on the overall average load factor for each rate class. The
Company states that existing customers with an above average load factor would
migrate to demand-commodity rates because their monthly bills would probably be
lower than the existing commodity-only rates. Distribution projects that the
migration of higher load factor customer te a demand-commodity rate would leave
customers with poorer load factors in the commodity-only rates. The Company
warns that this migration would result in higher rates for low load factor
customers. (Response No. 1, pp. 2-4).

While Distribution’s scenario may prove valid if LBTS rates were available to
all existing loads, restricting availability of LBTS rates to incremental loads,
should not result in customer migration or have a negative effect on the Company
or its ratepayers. Conversely, expanding the scope of incremental off-peak
loads should only enhance the benefits of both spreading fixed costs over a
larger revenue base and load balancing anticipated by distribution for its
proposed LBTS rates. If expanded LBTS [*8] rates are successful in inducing
incremental industrial loads, then the corresponding increased economic activity
will provide secondary economic benefits for the service area as well as
potential increases in residential and commercial gas demand. Restricting the
applicability of Supplement No. 23 to incremental loads is consistent with
several other economic incentive rates that we have approved.

In addition to the five end uses already delineated in Supplement No. 23, the
Company may elect to restrict the application of LBTS rates to customers whose
operations fall into the same Standard Industrial Classifications (i.e. groups
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20-39, 50, 51, 60-63, 67) that it proposed for its Supplement No. 26, Business
Development Service Riders. n2 We agree with the Company’s conclusion presented
as part of Supplement No. 26 that these types of businesses "will have a greater
probability of creating jobs and increasing the economic activity in the area".

n2 In response to our Opinion and Order entered April 9, 1989 at Docket No.
R-8911%97, Distribution filed Supplement No. 34 amending Supplement No. 26.
Supplement No. 34 has been approved to become effective April 6, 1989.

In its Response, [*9)] the Company states that the twenty-five percent
(25%) commodity/seventy-five percent (75%) demand allocation of "non-purchased
gas costs" was not derived from any of the cost allocations approved in
Distributions’ last general rate proceeding. The Company explains that in
formulating this allocation, "the Company used its judgement to balance the
incentive for deployment of new technoleogies with assurance of significant
recovery of cost of service from LBTS customers." (Response No. 2. p. 2). Since
the response to LBTS rates cannot be reasonably projected at this time, we find
this initial allocation to be reasonable. Over time, as the Company is able to
measure actual customer response to this rate design, we would expect the
Company to make appropriate modifications to this demand/commodity allocation.
To this end, we direct Distribution to submit, as part of future general rate
filings submitted pursuant to 66 Pa. C.S. @ 1308(d), a description of customer
participation and the resulting impact on both the Company’s pipeline and
internal demand related costs, as well as on its incremental pipeline commodity
costs. Distribution shall also explain what modifications it has or [*10]
will make as a result of its actual experience in administering these LBTS
rates.

The four proposed LBTS tariffs all contain provisions which require that
"[t]lhe customer’s gas facility shall be constructed in a manner satisfactory to
the Company so that the Company will be able to meter the volume of gas used by
the customer in the qualifying facilities separately from gas used by the
customer in other facilities."

We are concerned that the design of the LBTS rates coupled with the absence
of a demand charge mechanism in existing rates provides an incentive for
customers to avoid demand charges under LBTS rates by taking service under the
four existing rates during the four peak months, and returning to LBTS service
during the eight off-peak months.

This concern was addressed by our Staff in its information request to the
Company. In its Response, the Company only addressed the unlikely scenario
where a customer would switch to a regular rate after recording some demand
during one of the four peak months as an LBTS customer (Response No. 6, p. 1).

Since there is a strong incentive for a customer to divert qualified loads
between existing and LBTS rates and since such load switching [#11] could
mitigate the benefits of these incentive rates, we find that language should be
added to the proposed tariffs which states that gualified LBTS loads must be
serviced by a discrete gas service supply system beyond the Company’s meter,
subject to inspection by the Company.

CONCLUSION
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In consideration of the foregoing, we conclude that Distribution should be
given the opportunity of filing a tariff supplement on or before thirty days
after the date of entry of this Opinion and Order, effective on ten (10} days
notice to the Commission which: (a) cancels and supersedes Supplement No. 23,
(b) extends the applicability of the LBTS rates to incremental lcads regardless
of end-use, or limits participation to those end-uses delineated in
Distribution’s Business Development Service Riders filed as Supplement No. 34 as
well as the four end-uses proposed in Supplement No. 23, and (c¢) regquires that
qualified LBTS loads must be served by a discrete gas service supply system
beyond the Company’s meter, subject to inspection by the Company. Distribution
shall also submit information in future general rate filings as delineated by
this Opinion and Order.

If Distribution does not elect [*12] to file such a tariff supplement on
or before thirty (30) days after the date of entry of this Opinion and Order,
than an investigation will be instituted without further action by the
Commission, and the matter will be assigned to an Administrative Law Judge for a
recommended decision; THEREFORE:

IT IS ORDERED:

1. That Supplement No. 23 to Tariff Gas~Pz., P.U.C. No. 7 be, and hereby is,
suspended for a period not to exceed four (4) months from April 11, 1989.

2. That if, within thirty (30) days after the date of entry of this Opinion
and Order, National Fuel Gas Distribution Corporation files a tariff supplement,
effective on ten days notice to the Commission, which cancels and supersedes
Supplement No. 23 to Tariff Gas-Pa. P.U.C. No. 7 and which contains the changes
delineated in this Opinion and Order, the tariff supplement containing these
changes shall be permitted to become effective.

3. That if National Fuel Gas Distribution Corporation files a tariff
supplement consistent with Ordering Paragraph No. 2 supra, it shall thereafter
file, as part of future general rate filings submitted pursuant to 66 Pa. C.S. @
1308(d), the information delineated in this Opinion and [#%*13] Order.

4. That if the National Fuel Gas Distribufgion Corporation has not filed a
tariff supplement consistent with Ordering Paragraph No. 2, supra, within thirty
(30) days of the date of entry of this Opinion and Order, or has been granted
additional time to do so by Order of the Commission:

(a) an investigation on Commission motion shall hereby be instituted, without
further order of the Commission, to determine the lawfulness, and reasocnableness
of the rates, rules and regulations proposed in Supplement No. 23 to Tariff
Gas-Pa. P.U.C. No. 7;

(b) the Office of Administrative Law Judge shall assign this matter to an
Administrative Law Judge for Recommended Decision and shall schedule such
hearings as may be necessary;

(c) the Office of Trial Staff shall participate in any proceedings before the
Administrative Law Judge.



Commonwealth of Pennsylvania
Pennsylvania Public Utility Commission
Harrisburg, Pennsylvania 17105-3265

Public Meeting held December 1, 1994

Commissioners Present:
David W. Rolka, Chairman
Joseph Rhodes, Jr., Vice Chairman
John M. Quain,

Lisa Crutchfield.
John Hanger.

Pennsylvania Public Utility Commission R-943238
v.
Pennsylvania Power Company

OPINION AND ORDER

BY THE COMMISSION:

On November 1, 1994, Pennsylvania Power Company (Penn Power or Company) filed
Supplement No. 123 to Tariff Electric Pa. P.U.C. No. 33. This Supplement changes the contract
signing and implementation dates of Penn Power's existing General Service, Economic
Development Rider I (EDR I). The existing rider requires signed contracts by December 31,
1994, and the Supplement seeks to extend this signing date to December 31, 1999. Penn Power
needs this change in dates to enable the Company's marketing and economic development
personnel to provide assurance to potential economic development rider customers that this rider

will be in place until at least December 31, 2000.



Summary of Penn Power's Tariff Changes

On Tariff Sheet 39, Penn Power is requesting that the contract signing and implementation
dates on the EDR I be changed to effectively extend the rider through December 31, 2000. EDR
I is designed to provide a capacity charge reduction for new and existing customers.adding new
load.

On Tariff Sheet 40, the company, under the EDR section, is requesting that the language
related to new indust;ial customers assuming the operation of previous industrial customers be
modified. Under the current provisions, if the prior customer has shut down for less than 18
months, the new customer must use the prior customer's billing history as a base amount in
determining the portion of the billing load which receives the capacity charge reduction. The
proposed language would simply allow the Company, under special circumstances, to waive the
18-month restriction. The company has experienced cases where a legitimate new customer was
interested in starting operations at a prior customer's location but because of the 18-month
restriction the customer was effectively prevented from receiving the benefits of the EbR I. By
allowing the Company more discretion in applying this provision, it can maintain the existing
integrity of the rider and also open it up to additional economic development opportunities.

On Tariff Sheet 41, under the Definition of Terms section of the EDR I, the definition of
item (9), New Service Location, has been modified. The proposed language change is to provide
consistency with the proposed change in language on Tari;ff Sheet 40. It is no longer necessary to

spell out the conditions and provisions related to the 18-month period.



Economic Background of Penn Power's Service Area

Penn Power has lost a substantial portion of its industrial load over the past decade. The
Company and local economies desperately need these rate incentives for new and existing
industrial customers. As a result of the Commission's willingness to experiment with and approve
implementation of this type of innovative ratemaking technique, many jobs have been added or
preserved in the Commonwealth, Additionally, all benefits associated with an area's growth in
industrial base can be experienced by the other customer classes. Several of Penn Power's
industrial customers have indicated their willingness to proceed with expansion plans when
economic factors merit their implementation. Penn Power's Economic Development Rates have
helped to undertake such expansions.

The extension of this economic development proviéion is even more critical to Penn
Power now than in the past. EDR I has always been a viable tool in attracting new businesses
into Penn Power's service territory. This, in tumn, has led to job creation, capital investment, and
increased energy sales for Penn Power. However, with the closing of Sharon Steel, Penn Power
has lost 38 percent of its total industrial Kwh sales. Therefore, recovering those lost Kwh sales
through economic development rate provisions is even more essential. Moreover, the revenue
generated from increased Kwh sales helps defray the sudden decrease in contribution to fixed
costs that Penn Power’s lost industrial customers are no longer making. This helps offset the
potential of spreading those fixed costs over the balance of the Company's existing customers.

Many factors influence the decision by industries to locate or expand. These factors
include the market, the transportation corridor, and the level of competition. The Economic

Development Rider is a catalyst that many times encourages industries to expand in times of



uncertain market conditions. We believe that it is imperative that the Economic Development
Rider be extended in order to continue encouraging expansion of industry in Western
Pennsylvania.

| Results of Penn Power's EDR

The number of Penn Power's EDR I customers continues to grow. In 1993, eleven new
customers have signed up for the program. When the Company's economic development rate was
first introduced in 1984, only three customers elected to participate. In ten years, a total of 87
customers have joined the program.

Penn Power's EDR I customers have had a positive impact on the local economy. Since
1984, these customers have provided jobs for a total of 2,550 employees - averaging 255
additional employees each year. Moreover, these 87 customers have generated $127.1 million in
capital investment since 1984 - averaging $12.7 million yearly. In 1984, capital investment
amounted to slightly over $1.8 million. Since 1990, energy usage for EDR I customers has
increased by 654,952 Mwh, but their total bills have been reduced $5.6 million over the same time
period. Total savings from the EDR I rates amount to $8.4 million for the 10 year period.

After investigation and analysis of this special contract filing and supporting data, it does
not appear that the proposed Supplement is unlawful, unjust, unreasonable and/or contrary to the
public interest. This does not constitute a determination of the lawful, just and reasonable rates to
be charged by Pennsylvania Power Company. Rather this is a determination that suspension or

further investigation of this Supplement is not warranted at this time;

THEREFORE;



IT IS ORDERED:
1. That the proposed Supplement No. 123 to Tariff Electric - Pa. P.U.C. No. 33 of
_Pennsylvania Power Company is hereby permitted to become effective on Jan. 1, 1995 as filed,
2. That this Opinion and Order is without prejudice to any formal comp]ainté timely filed
against Pennsylvania Power Company's Supplement;
3. That a copy of the Opinion and Order shall be served upon Pennsylvania Power
Company and any formal complainants; and

4. That any complainants desiring to continue their complaint notify the Commission's

Secretary, in writing, within ten (10) days of the date of entry of this Order.

BY THE COMMISSION

R

John G. Alford
Secretary

(SEAL)
ORDER ADOPTED: pDecember 1, 1994

ORDER ENTERED: DEC 2 1994
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1nterval for customers served at-.* R
| 230 000 volts.“ L b R S
‘13J‘.", Rate Schedule ISI2 L N ', ' ,.' IR
A R ST » - gy KR . e -, L . R
R N i" ' ‘j -.'.., ,I': : N e et Lo f
' o . \ ! .
b [u,“ﬂé T . A reductlon ln ‘the., blll ng demand g L R T
G0 T minimum. from 1S, OQO kllowatts to'ﬁ.jh,i' LTLs
}l e el 7 500 kllowaﬁts. S b S CE
L . :_'l * “ .l L T ) : v
N . 1 . . .
L TSR ; A customer optlon.for non- .« . o , B
b R interruption when’an" 1nterrupt10n is - ;.m
_ et .+ based upon system economlcs.u oL T .
T ! ) : ce o . f
ot - Off peak de51gnatlon for Saturdays
Sundays and holxdays. ‘
.+ "= '"-.  PRate Schedule RTS /. . . v B *
R ’ ' 1 R . : ’
. " N , x .4 :
: ' ‘ S Inclusion of 2 kilowatts of demand Ca
; h in the net monthly,-rate minimum. L S
o ‘The Respondent also proposed thres LarJ[f rule changes but Lhese
' are not at issue in this proopmd)ng . : : . ' . .
;o - . o 7‘ .
" PP&L states’kp the EDI-11 program resulLed From- a
- . reallzatlon in 1985(Lh§f €s service area continued to suffer
from_ serious econo 'o\prQbJems In the utility's estimation,’ S
- industrial sales.fad not refkected .any meaningful rncovery, Lha L
. o reLe of- unempl' menL in some counties- had remaxnpd .as high’ as L0%
_ ~and major industries had dgscharged sxgn;f;canL numbers of .
PR employees or szmply gone out of bquncss hs Respondnnt statnd i
' in its Exhlblt RR~ l at page l R L R '
o 'S ' ' ;
iy, ‘ ’ .
The goal of this program is to contribute an
_ . economic pnvironment ‘that attracts and . N
, ' - © retains customers in PP&L's- service arna. ™~ . - -

+

" ’ “ The ut111Ly acknewledges that hDI 11 Is not a program‘
; ; of: broad application but is carefully strwctured Lo rﬂspond to
‘ ! " the. requirements of certaln‘laﬁge 1PdustrJaJ cusLomcre and‘to :
- “5- e, enhgnceﬂf?e}r compggltlvgnqss \.,x . o o J{ 1‘-_ ii{::,-h :

, s ' ' . on November 29, 1985, the Of[lce of Consumﬂrﬁhdvgratw-TQ(b
< I A - (hero;nafter QCA") lecd;a formal Compla;nt against PP&L,B EDI«
¥ . ACA :




v 11 proposal* In our. Order entered December 9 1&%5 mwe stated
' “that the’ proposed tarxff supplement appears to be just and

.reaeonable and dlrectea that it be "approved w1thout further jﬁ:
order” prov1ded Respondent agreed to certeln reporting ' g
requirements. A Petltlon-to Intervene was flled on December 11/
1955 'by the Lehlgh Valley Power Committee (her81nafter "LVPC")} '

Yog group of PP&L commercial and industrial customers: on : rd
December 16 1985 PP&L flled Lt$ tlmely acceptance of the

a ST, reportlng requlrement contalned in our: December 9, 1985 order..

":3., "Thereafter, on January 2, 1986, PP&L‘flled tariffs complyrng wrth
_i. Lr the aforesald Order p1601ng‘EDI T into effect The OCA, by

-

R letLer dated February L3, 1986 noL1£1ed the Commrselon and
Je b Respondent of its’ rntent £b pursue its formal Compla:nL ;“' =

. e { ! ' L R . . .
[ . e
' ' . . ' . . ‘e
. . i + |- [ oo i
“ ' . v . f ' o v ,1. ’ - i K
[l v ‘ ¥

E o ‘A prehearrng conf ence was he'ld on March 7| lQéﬁ,%aL .
._f' :f whlch tlme Lhe pet1tlon oﬁ'NVPC to 1nLervene was granLed w,.'f o
l,ﬂ, Addltlonally, the mot1on of ﬁethlehem Steel: Corporatron ST "“‘7w~{~
S " {herelnaﬂter “Béthlehem)) |

J, | .o 1
EEIREE requestrng permission” t;

S
hs

a.major PSL Jndustrzal cusLomcr I
xptervene in the proceedtngq wne 'P,._':
! R ,gnanLed Nemoranda( f'la were requesLed from thé OCA and. Lhe

jn;ﬂﬂpiQ_,_ Reepondent regarding\Lhe issue of the burden ‘of proof applicabJ

ad.

) H«“;fﬁ“ o Lhrs caee.. eecond preﬁbarlng/enttlement conforence-g_;

oo ; i canL:nu1ng ano hearkng, yps held Apr;l 34,.!986' AfLer

POnexderatron of Lhe parties' memoranda or law and ora] . ".'.

L L arguments the Admrnrstralee law JudgeT("ALd“) determined Lhat

1

¢ R DR the burden” of proof Was upon Lhe OCA as 'the* proponenL of Lhe

issue of™the justness and reasonabieness of the EDT-11 rates.

Evidentiary hear;nqs were held on Mav i3 and June 5 1986. .

‘

nr:efs and Reply Brlefs were submiLLPd by the OCA, PRI and Beth:

fa Lo Lehem. : p o " ‘ S
N S . I -'] i R ' i R -

. . R -+ ' v PR . ' “‘I P

The OCA proposed that‘rhe FDI?(L- it aIIOUedgtpﬂrenain"ﬁ

in effecf ‘be limited in dura 1on to a flve year period. 'The-nLJ;

_*0‘ ot {ound merit n therproposal and scated xn hie conrlasron ,532'
' ,,(,_.

- 'y

follows: . . . e . Co. f.'.ff




sinwbore Ly 1 unjust ‘and unreasgnable, and therefore . o G
ch - ) lnlawful. Inasmuth.ss the undérlying. ST

SO e 0t CEDI-IT, namely excess capacity’ and economic

TR ©t .. " effectiveness of an econgmic’ development rate' " ;

R " i public .Utility Commission adopted’ Decamber; 5p.u , K

et e M.:Barash, Consumer Advocate, docketed to R-' -
' NI _ 850251C001 ; be*granted to the extent Co -, o
A o conslstent with ‘this Recommendéd Decxazon9 ‘e V}' .
o, . ’ ' Ce . E AL
i Recommended PDecision, p. 22 i y R
.'-Q, B c‘ Lo . ' Y \ R -
iy L b= The OCA and ‘the Respondent have boih*ﬁxcbpted - Pﬂp[lﬁa
were filed by the ResPondent the OCA ahd Bnthlﬂhom e ;vf;ﬂ@

= v, CONCLUSION

R 2 Ao o7 has falled tg- establ1sh by o l

e « . et substantial regord: evxdence that EDI-T1I 15. o

v yye. . ! 'conditions which warranted the approval of( , - 9

cut Sl problems w1th1n ‘thewutility's' service o '.‘;
N tercitory,” are subject to changé over theé. e Lo

[T
Y 'near term, a five-year time limit bn’ the cotet .

+, ' . . ., scheme is amply ]ustgfled Co ' o R

R L-f,'ﬂaff"ﬁ-:' Therefore,ithe follow:ng order is = .'

! ! !
T CSR recommended--,?jv-‘ P Dl
"'3 “'I-“'.‘"“".-s‘ t' n"- R r‘ll‘ : ; St ‘ ‘. W N %

I DY That the‘Onder of the Pennsylvanla

"L 1985 and entdred December §, 1985 to Docket .

PRI U No. R-850251 be amended by revising the first _ .

caet ordering paragraph’thereof Lo read as
B . follows:, .. - " - L T
lJ - 1 ' N "'. ! . ‘ ’ )
1. ‘That if on or before. '
Januayy 1, 1986 the respondent.
_ Y evidences in writing 'to this’ .
- " Commission, 1Ls agreement Lo. . o i
S ‘adhere to the reporting ) . .
' - requlrbﬁents set forth on N
: _Appendix A, attached hereto . .
< " and Méde a part hereof’, then e C
: . Suppkgment No. l to Tarifﬁ X .
' : Electric-pa:” P.U.C.¥ No. 200° : .
+ 'shall be approved without s
. ‘further order of the’ ' -
- S Commlssxon,~such dpproval to
oL be for a five year period
‘ : .explrlng December93l 1990.

That Lhe complaxnt filed by Dav i

) . . Lo o . v ' iy N IRl

. ! - . -
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¥ ”“en.
'3 '{ a'”

o

-

L

provlsion was 66 Pa. C.S. §832(a)

OU

ut

OCA g flrst Exceptlonwls thatl"the ALJ erred by Che

‘e551gn1ng therburdenmof proof{to”the'OCN 1nhth1 roceedrng ”As
was demonstrated above,lthe Ocewflled its’ Complalnt 1n Lhelr . \l:

-“ proceedlng .some 28 days‘subsequent to the Company flllng (o=
November 29, 1985), well wlthln the 60 notlce provrsxon of 66.
.pa.'C.S. §l308(a) By Comm1551on Order entered December 9u 1985 '
we permltted ‘the Company s EDI proposal to go -into effect wlthoutqﬁz;
1nvestlgatgon, 1E~the Company agreed to, certaln repontlng - 4 r‘:'
‘requirements he Company agreed and the EDI rates, became =g-‘ S
effectlwe ‘January 1 1986 . In rts prehearxng memorandum, the OCA '
Btated that the Company "had 'the 'burden of proof in this i'U ' A
proceedlng 'As a 'result Of controversy over the matter, ‘the ALJ»
called for memoranda from the OdA andfthe Company on this- LSBUO.

Y o .i"‘ , ‘{ T.’, _ L .‘- ‘ ?'.f-\ e
- In his Recommended Decision the ALJ concluded that j‘f"

i 66 Pa C.S. §3l$(a) does- nhot apply, since this proccedlng es not '",:

o on odr own motlon, and does not 1nvolve a 'rate increase. Wevﬁ- T
‘agree. :I }:lf o R '..~ e

s * '
i P . !

' ; i ! . )
L] L} .

i . !
' Having concluded that the appl1cable etatutory —
nthe ALJ rejected the.

thorxtleeuzlted by the! OCA i/ all of whlch concluded that . Lhe

{lity had the burden of pro £, on the basls that the: ‘
involved rate’ rncrease proceed1ngs,

or worc otherwioc

I3

,proceedrngs

inapposite.’

.

*

[

anolve a rate increase appllcatxon,

Company bore the burden of

.oer, the Commxsszon qoncluded ‘that

o 'w1thzn ‘the 60 day notxce périod- requrred by 6 . ‘é
| . . .

LI
' o .
. * .
i ' -

o %'
. \‘.:1

although the Center Square proceodlng aid
the conclusion. that the

In our vxew,

|
-

proof d1d not&turn on Lhat fact, rath—:
slnce the Complaint yas . filed A
6. Fa. C.5- §1308(a) o

. . K
. ‘. ‘. ‘.! .

‘ . e e vty

b LI :

' . -.urf.!-y _ -.'.

”

.;;q, l/Brockberry Glase Co.gm:
L.t 437A2d1067. - J(1981)., Zuckef'v.:
- . .207,,

* i ' .

¢.
63 Pa. Commonwadth ek 238,
C., 43 Pa.. Commonweal\h Ct}

e Civic: Asen et al., Vi

L4 [}

(1979) . -+‘fj', 3

Pa=

¢

P U C.
Pa\ﬁp u.
ICeriter: Sjuar

p‘u.c.ise3

401A2d1377 (1979},

[N

RS "‘Centex Square Water Coti 51 Pa.
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tHe‘uEiiiﬁj
there that- ) S . B

'| 2 approved the, rates. ;. ‘The ., A U .

T day perlod ‘within whlch td questjon _‘ Coes

'1\‘. . burden of: proof’ because we rendered: . "","
Db .an_approvalf prior; Lo thelexpiration .y . Vi

I ~ever that thd complaLnt was filed T

1d at p.. 585, JI : ) IR

had the burden of proof

]

Pertinently, it was said

H 0

. W ! v .

L . . - . Pt . .
- 5 - o o -

. Respondent-alleged that'since we ' , S
' approved the'rates, .the burden of ‘ T
o proof rests Wlth the complainant. . = - ot e
| Complalnant,.Center Square C1v1c
. . Association, on the other hand, . ’ S
filed its complalnt'on December 30 ol Lo

' 1977, and.contended that since the- " L.

v . I

' Jnltlal 60-day peéricd had not '@ T
. elapsed before its chplalnt ‘was T U B
- flled the. burden of :proof rests’ B Coy

upen the utllfty even though we had

e legxslature,1by,v1rtue of 5308, of LA A
« . the PubllCJUtlllty 'Code, 66 Pa CSA 3,>| oL e
" 81308, has assured, the publlc a. 60- " sy B

. - or challenge the rates as filed. . . -
..We. have .on numerous occasions ruled o .
upon this. issug and havé held that ~ - .- .

w0 a_utility canndt be relieved.of 'its . ' '

of the 60-day period, provided how-

.Consequently, werbelieve. ‘the .+ N -ju‘ i
., pesi ion of complainant is proper ' T
'Menerore the.burden of proofl -, P

o ‘within that time peryod. . :

and, i
jn.Lh1 proce dlng remains with ° .
respondent. (Fmpha91s added) ' .

. .
l . 4

We fxnd Lhe Court' s language 1n Brockwa; Class v: Pa.

“P.U.C., 63 Pa. Commonwoalth CL 238 37 A2d1067 {1981)" very S
. clear in d15L1nQULsh1hg beLween 2 comp]axnt agaxnﬂt & pr Qqsﬂ

rate and an exlstlng rate,' The Conr& sajd there LhaL., S
. Ca K L] . ; e B S
) , : oy ' ¢ cor g P
PubllC uL;lJty raLes of course, ' : .
are required to be just and - R
reasonable, 66 Pa. C.S. H130l;.8nd, . .- .:f
. where a customer'is heard to BT o
" complaln concerning a 'proposed - S R,
. chénge in rate, Yhe burden.of proof ’ A
is‘upon the public utjlity to 'show ° Pt

L

that the prop?sed rate js just and




n..-_,‘l .

T :’fyr W

- A
H"lu' ‘:.‘ ':cu -

T
R '
.

I te reasonable. Where ' the complalnt i
” v . . involves a&n existing rate, however, ) L
A . the burden .then: falls. upon the .. R . ’
o ' . customer to prove that the charge AR o .
, “ is'no longerereasonable. e P

o . : (Empha51s "in orlglpal) T IR . Coe

i wl

1d at p 1070. s A oy S T

.

‘fin sum, we conclude and w111 staté that the burden of, proof. under

thelprovxslons of 66 Pa. C. S §332(a) 15.3? follows: "~ e a

. : e Y VL
... 1. - That as to.an ex1st1ng rate,.the burden is upon, *’
. the gomplainant. "‘.f;'f o CE T e
' . . . - . . } v

1 , . .o . )
2. ;Tnat_as';o a proposed rate, the burdeh is upon the

. - '

wtility. - o cooT ' .
0 . ' " !- " -" “'. " " . v " . ot .

' : B 3;r ThaL as to & &roposed rate, . the\burden is upon the .

-1
N uLlllLY untll ‘the explraLlon £ 60 day notrce prov151on

prescr;bed by 66 Pa. .C. S.J51308(a) and Commlsqxon approval.of»a

progosed change prioc: to thF explratron of! Lhe 60 day.sLaLuLory ;w“"

notlce perlod does nol. operate Lo place thé burden upon the .g:hﬁ o

' Complalnant in thoso Lnstances in, thCh Lhe oomplaJnL 15 rilod e

.
rf‘wnthn Lhe 60 day sLatuLory ;ﬁer:od e Lo RN ST

E 1N R '. . . . W L
R 7 . RO ' ¥ i oty T e
- + Since 1n Lhrs lnstance Lhe OCA 2 Complalni was filed -

w\thrn “the sLatutory perlod .the’ burden aL the era of flllng wa s

placed upon ‘the utllxty Lo establxsh th justnes and

reaqonablgness of " LLs'rate proposal : ?he Comm1951on~s Order of " .

1985 permrttlng the. proposéd rates to go into {?- o

,i'Decembor 9
offoct 'd;d not sh1EL thc burden'of proof . to ‘the OCA. Ihe burden BEERE

T, of. proof.,r at lcast for. Lhe purpo;e‘of Xhnis proceodxng, wan [ixed {

‘!l at., the txme the OCA'S, Complatnt s, filed,; %agalnst ihe, - then . .

e, nT

proposed zates. Accord1ngly  we, shall granL the OCA"s‘r & .
.exqeptxon o ) - C l e : X

. . o . , T oo , : K ,’.:' R TR

LI r . . r t . . . :;:--.. I“:

!
P |
* * !

Whe OCA s second ekceptxon 13 LhaL "the ALJ errcd by;g
he quﬂaLlnnvoJ ﬁhvihﬂr

" r,'. o

{u;llno Lo glvé adeouaLe %onsxder&txon vo 't

* the proposed‘rdtes are cost besed”. while the OCA Lrpneoaen ';-g;i-
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.

&
) approprxate to make a pollcy e dnouncement regardlng the

standards or criteria by whlch’future economlc development rate .
A

3

]
-

general

.
b

N

Lo
"
v, 'l

N 'a-n
.ilrl',-

7

.

I”j H et ,r [ .| :'.

M l

. recommendatlon by ‘the ALJ
-seeks is our adoptlon of a\4u351 pollcy statement regardxng theo

. standards to be utllxzed in- evaluatlng future appllcatlons for ..
oo economlc development rates bm PP&L and other Utllltles.

v .
s & Ve
* 1 l'- . - . '-'

' .

We decllne the OCA's suggestlon..

w1th some of the QCA's comments or suggestlons.

Accordlngly, we deny thlS exceptron. _ . _

‘e

condrtlonalp.that 19
proceedlng are not' llmlteé Lo a trlal perlod of five yeere, the

OCA states that certaxn aspecte oE the proposed rates should be.

."ellminated or m0d1f18d" - as follows-' Sl X

ehould bo llmlted 1n duratlon.: NS S .

i e
ARy 'L""'f -;\tfr‘w Y

N na gt pLAN

nv

11( The Company'

. b N - - ., R ...I."_

|

The OCA's remalnlnglexceptlons are in a° way,.

s A ot H 'J [ Lo [ .
vt et R S . = L o
' e, . s

i BRI

. PRI § . . . . m "

R The customer voluntary load curtallment program

U i
. . H

s R‘w 5
z v <ty w* . j?
i

TN x“ £

proposals ‘are to be judged” even though we mxght agr%e, in:

concern that the ALJ d1d not glve sufflclent conslderatlon to
.cost QE eerv1ce consrderatlons, it does not suggest that adequate

con51deratlon would or shOuld have resulted 1n some dlfferent )
Alv seems that what 'the OCA actually

. ®

-t' hﬁ-modif1cd to prov1de=for an off peak demand charge."l.,wl_

ol

proposal Lo LoLalIy ole1nate the

.

P

"

- .

We do not belleve 1t

it the rates u}leatoly approved in the“

Sy a "’~~-.F AT I T Sl
;J. The bxlllng demand CdelL and one hour‘blllxng
.demend level for cusLomer served at 203" K .should be. rdﬁectod or’
ol g ,:" , A N S e &
’13m1ted to Exve years.., ;},54,! fﬁ’-;'. Do ) :'- {';-
- fd. Etpansron of 1nLerrupt1ble rate and‘nonL s

K

off peak demand chargee 1n a-number of ltS EDI-11 raLee ehould bo

i

L
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“‘1:
:‘];flfe ajbase rate caselfor the balahce of'the decade

£ ,' EN I v
cod P e
i nl;[f,f;,;n I AR i

(%

S

‘

. UnLll ‘clearly no longer n?ed

-
v

v.pany s EDI“rate provuSLOn

g WQ ae& Jittle henefzt to'be der:veﬂ from provxdzng;for aQLomaL;c

. ; o Loy ul R
Reeldentlaluthermal storage rat 'should

1
N . ‘ LEH
, . - ' oot et

N BERPER E A T ',_-,. Sy
:,\zh. b P RRCOR L ; '

' ) _'| ! \
i ‘\15 t appears thatiﬁhe{OCA s, lack of;objectlon to‘the Com%
Sl B gy !,. P M '. -I”; ->.| U 1] ,', N
: ' “Lﬁ'lnmﬂted tOhaJﬁlve“year perlod
!‘, - ' a0

'based upon the Tactuthatﬂthe rates have been qn effeét Sane

Va‘('

“
y

December”}SBS and.PPFL hasrpubllcly”announced that lt'Wlll not- :f
a b o ) and thus, l‘ -
any adverse conaequences of‘the EPI'fates could not meact othe: :'[
: customers in the 1nter1m. _':;'w;'ﬂ ?'!i- S o L o

;3-‘ Whlle the OCA hes no’ problem thh the FDI“rates lf
llmlted to a five year perlod r’t:he Company has excopted to Lhe
ALJ'a. recommendatlon that-they be so llmlted
- first that euch llmltatlon or ‘a pre- BStEbllShEd teﬂmlnatxon da}u

in that the Commfssion can closely monttor ‘the . 7

"

g
The., QOmpany urges )

is unnecessary,
program ] 1mpacte through the reportlng requ1remean establlshed :
in the December 9, 1985, Orﬁer. that 'i;
an automatlc termlnatlohfdaée would be "1nappropr1ate and if.“ Lo
in that the rate should not be - Lcrminated .

The Company urgcs, second

’
counterproductxve“
I

4

and an early or arbltrary PRI
rtermination date wouldahave a chllllng effect upon cuetomere ‘: .-

contemplating capbtal xnvestment e "f:uf“‘ r";:. ! f,ﬁ;'.
’ L

ot * 'f‘ e LT ey .' o .'._;

1 : ' . 1 -
' N
., . '

) " Whlle we: are ni 'entxrely satlsfled LhaL an auLomaLL -

Lermlnatlon date fon the

,DI-rates would “in fact, detnr cuatomere
‘Lp order to anLl thcmselveq of

¢ N~
0' "

However, the

from making capltal investments
. thé rates, the. theoretlcal posszblllty exlsts.
ogeratlve conslderatzon 1s whether an automaLlc termlnatlon date
15 necessary or w?uld serve any usefuf purposc. In thLS regaed
we note that our becember 4, ﬁ1985 Order estab}:ehed tertain ‘,.-

whlch PfOVldE the means” for continuxng '

report;ng requlrementé
overs;ght over: ‘the. 1mpacﬁ and operatlon'of the EDllnatee.z

Addltlonally, in the'event of : ‘a base rate proceedxng ftb@he ratcs
. 88 well ‘as: all others’ would be sub]ect tc scrutlny and fevlew.i 2



-'.an automatlc review of the rates 1f the Company w1shes to '_ -

. o =
LA 3 L TP
' P L C A
v . 1 .
e Lo e e
‘e LA [ P A
! KL
vy ) [ :, .
[E -

termlnatlon of the ratee at the end of flve yea;S beyond forcing :
. \ o

contlnue them. Although 1t appears that the OCA would be ‘more,
comfortable with an "automatlc term1nat10n_~ apply for renewal"*

O procedure " we are satiefled“fthat "a continuing over51ght - rate L
- caae rev1ew" procedure 1s adequate, ‘to prﬂtect the 1nterests of »

other ratepayers. Accordlngly, we shall grant the Company =

exceptlon and deny those of theé OCA THEREFORE b —_Z..
-.. _‘.II' - - "'l‘_,"_ ) . . ’."‘.-"'.
.'1"' ll!‘l:l.'-:':l.. ) | ) . Lt . 'I.'II "'I,l .' . ‘ -i'l' S .J ! -"' ! ."‘ ." | 5 |
ciowon i IT IS ORDERED: 'fay 1Y 3f;"-, f L e
g I. R R . i '.I- ‘-'?"" A,rl "Ef‘. .I.. :’: ,l'. T "l'rl " Lo .:l‘= e ) ._ Lo
o "”_I“ 'i. © That the Exceptlons(of the Offlce of- bonsumer :xilf
' Aduocate are granted ‘in part and denled ln part, consxstent erh"«-u
:,.the dlsCUSSlon in the body of'thls Op1n1on and Order. C ." ;:?Fﬁ“qi

1* .« 4 2. ' That the Excepﬁlon of Lhe Pennsylvanxa Power & oo

nght Companylbe, and; hcreby us, granted Co -,-5{¢1 c

b e
oLt iy , ' ‘ ‘. L - . Lo i o, T
I , “ . L . . o b

by ' «"‘ R ' i ! X {
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CERTIFICATE OF SERVICE

I hereby certify that I am serving the foregoing document(s), either
personally, by facsimile, by first class and/or overnight/express mail, upon the persons

addressed below:

David B. MacGregor, Esquire
Thomas Gadsden, Esquire
Anthony C. DeCusatis, Esquire
Morgan, Lewis & Bockius
2000 One Logan Square
Philadelphia, PA 19103

Paul E. Russell, Esquire

Pennsylvania Power & Light Company
2 North Ninth Street

Allentown, PA 18101-1179

Tanya McCloskey, Esquire
Mary C. Kenney, Esquire
Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120

Karen Qill Moury, Esquire

Office of Small Business Advocate
Suite 1102, Commerce Building
300 North Second Street
Harrisburg, PA 17101

Dale Bridenbaugh

MHB Technical Associates

1723 Hamilton Avenue - Suite K
San Jose, CA 95125

Thomas S. Catlin

Matthew I. Kahal

Dr. Charles Johnson

Exeter Associates, Inc.

12510 Prosperity Drive, Suite 350
Silver Spring, MD 20904



Robert D. Knecht

Industrial Economics Incorporated
2067 Massachusetts Avenue
Cambridge, MA 02140

Mr. Stephen J. Baron

J. Kennedy & Associates, Inc.
35 Glenlake Parkway, Suite 475
Atlanta, GA 30328

D. Jane Drennan, Esquire
Drennan & Associates
1216 16th Street, N.W.
Washington, DC 20036

Maurice Brubaker
Drazen-Brubaker & Associates, Inc.
7730 Forsyth Blvd., Suite 200

St. Louis, MO 63105-0840

Joan O. Brandeis, Esquire
Schnader, Harris, Segal & Lewis
Suite 3600

1600 Market Street
Philadelphia, PA 19103

Alan J. Barak, Esquire
Mid-Atlantic Energy Project
3700 Vartan Way
Harrisburg, PA 17110

David M. Kleppinger, Esquire
McNees, Wallace & Nurick
P. O. Box 1166

100 Pine Street

Harrisburg, PA 17108

David A. McCormick, Esquire
Department of the Army

Office of the Judge Advocate General
901 North Stuart Street

Arlington, VA 22203-1836



Mr. Jeffrey J. Pyros
Pyros Financial Group
One South Main Street
Wilkes-Barre, PA 17801

James Melia, Esquire
Kirkpatrick & Lockhart

The Payne Shoemaker Building
240 North Third Street
Harrisburg, PA 17101-1507

Christopher J. Barr, Esquire
Morgan, Lewis & Bockius
1800 M Street, NW
Washington, DC 20026-5869

Mr. Craig R. Kuennen

Energy Services Manager

Commission on Economic Opportunity
211 South Main Street

Wilkes-Barre, PA 18701-1596

Kenneth Zielonis, Esquire
Stevens & Lee

208 North Third Street
Harrisburg, PA 17101

Kenneth Eisdorfer

Cook, Eisdorfer & Associates
2258 Schuetz Road, Suite 205
St. Louis, MO 63146

Robert P. Haynes, Esquire
Mette, Evans & Woodside
3401 North Front Street
Harrisburg, PA 17110-0950

Eric J. Epstein
2308 Brandywine Drive
Harrisburg, PA 17110



Dated: June 27, 1995

R-00943271

Honorable Robert A. Christianson
Administrative Law Judge

Pa. Public Utility Commission
Post Office Box 3265

Harrisburg, PA  17105-3265

Qe ESoiors

J&hnnie E. Simms, Seniof Prosecutor
Office of Trial Staff




