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PROCEEDINGS

ADMINISTRATIVE LAW JUDGE SUSAN COLWELL: Good
morning. This is the time and the place set for a further
hearing in the Pennsylvania Public Utility Commission versus
PPL Electric Utilities Corporation, docketed at R-00072155.
The purpose of today’s hearing is to hear the complaint that
is docketed by Mr. Joseph McAndrew at R-00072155C0019.

Mr. McAndrew is on the line. Mr. MacGregor is on the
line for PPL. Mr. Kleha is on the line as his witness. Mr.
Mickens is on the line for OTS, and Mr. Beatty and Ms. Wong
are on the line for the OCA. I can hear all of them. They
have responded to me and I assume that they can hear me as
well.

Mr. McAndrew?

MR. McANDREW: Yes?

JUDGE COLWELL: For everybody’'s edification, Mr.
McAndrew has just gotten a shot in his back and he’s
regponding from his hospital bed.

So I ask you to raise whatever portion of your right
hand is comfortable.

Whereupon,
JOSEPH McANDREW
having been duly sworn, testified as follows:

DIRECT TESTIMONY

JUDGE COLWELL: Will you state your name and spell it
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for the record, please?

THE WITNESS: Joseph McAndrew. Joseph, J-0-S-E-P-H,
McAndrew, M-C and then A-N-D-R-E-W.

JUDGE COLWELL: Could you give us your address,
please, sir?

THE WITNESS: 85 West Chestnut Street in Macungie,
Pennsylvania, 18062.

JUDGE COLWELL: And are you a PPL customer, sir?

THE WITNESS: I am a PPL customer.

JUDGE COLWELL: Okay. You have filed a complaint in
this case. Would you please go ahead and tell us why.

THE WITNESS: The reason I filed the complaint is I
feel -- I'm going to state several different reasons, ladies
and gentlemen -- is that my formal complaint is, of course,
against the PPL proposed rate increase.

And I‘ve been researching and checking over a lot and
basically some of the -- this is not going to be very long,
it will be relatively short -- PPL has lost an excessive
amount of money in their Latin America power plant holdings
and this gross mismanagement in the sale of these plants and
other business ventures is unacceptabkle, and the American
PPL customer should not be expected to pay for errors on the
part of management. That’s the one point.

The other is that in cost-cutting measures I think in

all businesses and in anything in life, homes, businesses,
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we all have to cost-cut. We can’'t just keep on raising,
just spending and spending.

The PPL Plaza on Hamilton Street in Allentown is an
excessive cost, a monstrous big building, and customers feel
the property should be sold to defray these losses. In
fact, we feel every property not critical to production of
electricity should be sold immediately, and I hope you feel
the same.

We feel the cost of the management salaries are
excesgsively high for all PP&L. In fact, Sunday’s paper this
Sunday just came out, the newspaper, an article on Lehigh
Valley executive salaries and the top 83, that you may be
familiar with yourself, you’ve seen.

In our area, PPL is almost the top leader with the
highest salaries. They have a monopcly on our area. They
can blunder anything they want all the way along and all
they have to do ig just, it appears to us, they just raise
their rates and they start so high that they help the PUC
then will eventually give them a good one, anyway. That’s
why they start very high. Okay, so the cost of management
salaries are excessively high and we feel they should be
reduced.

And the hefty retirement package that the CEO, Mr.
Hecht received, is $12.2 million plus $2 million in stock

options and we feel that’'s very greedy for a company of this
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type that has a monopoly in our area.

We resent the fact that management should be rewarded
for business losses and ventures instead of being penalized
for company losses, and the customers are paying for
administrative poor Jjudgment.

Basically, ladies and gentlemen, in conclusion, PPL
is more concerned about increasing quarter profits for
investors and than in lowering prices for customers. Their
focus should be on lowering electric rates and thereby
stimulating ecconomic growth in their electric service areas.

And we just feel that they have to, like all of us,
they have to show sincerity that, if they want all of you
people to pass or those of you involved in the PUC and so
forth, to just go along with them, they have to be able to
show the responsibility in saying, we have to pull our belts
in tighter and we have to be accountable for the costs that
we are ilncurring and we can’t just pass them on to the
businesses and the residences in our community.

Okay, I planned to even get attorneys if this goes
through to work on this. Basically, that’s my formal
complaint.

JUDGE COLWELL: Okay. At this point, sir, I'm going
to ask the attorneys on the line 1f they have any questions
for you. Mr. MacGregor?

MR. MacGREGOR: No guestions, Your Honor.

COMMONWEALTH REPORTING COMPANY  (717) 7681-7150
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JUDGE COLWELL: Mr. Mickens?

MR. MICKENS: No gquestions, Your Honor.

JUDGE COLWELL: Mr. Beatty?

MR. BEATTY: No questions, Your Honor.

JUDGE COLWELL: All right. There are no questions.
Is there anything else you want to add at this time, Mr.
McAndrew?

THE WITNESS: No, there is nothing else at this time.

(Witness excused.)

JUDGE COLWELL: Okay. Then at this point I will ask
the company if they have any response.

MR. MacGREGOR: Yes, Your Honor. We would like to
briefly call Mr. Joseph M. Kleha, K-L-E-H-A, as a witness.

JUDGE COLWELL: Mr. Kleha?

MR. KLEHA: Yes, Your Honor?

JUDGE CCOLWELL: Would you raise your right hand,
please?
Whereupon,

JOSEPH M. KLEHA

having been duly sworn, testified as follows:

JUDGE CCLWELL: Go ahead, Mr. MacGregor.

DIRECT EXAMINATION
BY MR. MacGREGOR:
Q. Mr. Kleha, would you state your full name and

business address for the record, please?
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A. My name is Joseph M. Kleha, K-L-E-H-A. I'm
manager of regulatory projects for PPL Services Corporation
and working on behalf of affiliates of PPL Corporation.

MS. WONG: Yeour Honor, this is Darlene Wong. I‘m not
sure that Mr. Kleha's rebuttal testimony is appropriate at
this time. I think Mr. McAndrew’s testimony is similar in
nature to that of a customer at a public input. The company
does not at that time have an opportunity to rebut public
input testimony and I think the technical hearings that we
had was the opportunity for Mr. Kleha to present testimony.
The parties agreed to waive that. I’m not sure that this is
the appropriate time.

MR. MacGREGOR: May I respond, Your Honor?

JUDGE COLWELL: Yes.

MR. MacGREGOR: I disagree. The public input
hearings in a rate proceeding are normally held at a time
near to when opposing testimony was filed and that was true
in this case. The public input hearings were held at the
end of June. For various reasons, Mr. McAndrew’s testimony
was not heard at that time when it normally would have been.

The company then has an opportunity in its rebuttal
testimony to respond to issues raised at the public input
hearing and we did so in this proceeding. There are five or
six pages of Mr. Krall's rebuttal testimony that

specifically address the four or five issues that came up at
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the public input hearings.

My testimony from Mr. Kleha here is in the normal
nature cf rebuttal to testimony raised at public input
hearings that happens in every rate case that I’'ve ever been
involved with.

I don’'t intend to restate that testimony. I intend a
few very brief questions for Mr. Kleha to respond to
specific points raigsed by Mr. McAndrew that were not raised
previously at the public input hearings.

JUDGE COLWELL: ©Okay. Ms. Wong, while I understand
what you’re saying, the problem with your reasoning is that
Mr. McAndrew filed a formal complaint and did not testify at
a public input hearing. He wanted to testify at the
evidentiary hearings and this is in fact an extension of
those evidentiary hearings.

And when a formal complainant does that, he opens
himself to the cross-examination of any other participating
attorney, and that’'s what’s going on here.

Go ahead, Mr. MacGregor.

MS. WONG: Your Honor, may I just ask that we have a
chance to respond to Mr. Kleha’'s testimony then as we would
for cross.

JUDGE COLWELL: Why don’t you wait until you hear it
and then see if you need to.

MS. WONG: Thank you.

COMMONWEALTH REPORTING COMPANY  (717) 781-7150
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JUDGE COLWELL: Okay. Go ahead.

BY MR. MacGREGOR:

Q. Mr. Kleha, regarding Mr. McAndrew’s testimony
regarding projects in Latin America, are you familiar with
those projects?

A Yes, I am.

Q. And did PPL Corporation suffer certain losses
associated with those investments?

A Yes, it did.

Q. Is any portion of that loss in any way included
in PPL Electric’s distribution rate case in this proceeding?

A. No, it’s not. In preparing its exhibits in this
proceeding, PPL Electric conducted an exhaustive review of
its capital and operating expenses in order to functionalize
those costs into three categories: generation related,
transmission related and distribution related.

This functionalization is discussed at pages 17
through 22 of my direct testimony, Statement No. 6, and is
set forth on pages 13 through 36 of Exhibits JMK 2, JMK 2A
and JMK 2A-Revised.

As a result of this functionalization, PPL Electric
has excluded from its test year claim all generation related
costs and all transmission related costs as well as the
capital and operating expenses associated with them.

Therefore, there is no portion of the generation costs or
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transmission related costs included in PPL‘’s distribution
rate increase.

Q. And that would include any losses from Latin
America and power projects?

A. It would.

Q. Mr. McAndrew also talked about the new office
building called PPL Plaza in downtown Allentown. Is any
portion of the cost of that building reflected in PPL’s
distribution rates in this proceeding?

A. No, it is not. PPL Corporation nor any of its
subsidiaries own PPL Plaza. That is, it is owned by a
separate company that is not affiliated with PPL Corporation
in any way. PPL does release a portion of the space within
that building but that lease is held by PPL EnergyPlus LLC,
which is an affiliate of PPL Electric, but PPL Electric does
not own or lease any portion of that building nor are any of
PPL Electric’s employees housed in that building.

Q. Mr. McAndrew also referred briefly to certain
severance payments made to a prior PPL CEO, Mr. Hecht. Can
you explain when those payments are made and whether any of
them are reflected in the company’s rates in this
proceeding?

A. Mr. Hecht was the chairman and CEC of PPL
Corporation, which is the parent corporation of PPL Electric

and all of its affiliates. Mr. Hecht retired in 200&6. All
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of his compensation ceased at that peint in time except for
his retirement plan that every employee is entitled to after
his or her period of service. As such, there are no costs
related to Mr. Hecht included in the future test year claim
in this proceeding, and therefore no costs related to Mr.
Hecht are included in the development of PPL’s request for a
rate increase in this case.

MR. MacGREGOR: Thank you, Mr. Kleha. That’'s all I
have, Your Honor.

JUDGE COLWELL: Mr. McAndrew, do you have any
questions for Mr. Kleha?

MR. McANDREW: Of course.

CROSS-EXAMINATICN

BY MR. McANDREW:

Q. The only thing that I can say, Mr. Kleha, is
that I know you’re taking the PPL stance and that you’'re --
but the very fact is, the Latin American holdings, any
venture that is a loss --

JUDGE COLWELL: That’s not a gquestion, sir.

MR. McANDREW: O©h, okay. 1I‘ll phrase it in a
question.

JUDGE COLWELL: Thank you.

BY MR. McANDREW:

Q. If there are losses -- and there are, and not

"if, " there were losses as was stated and they’'re well aware
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of in the Latin American plant and the power -- PPL’s
holdings in Latin America, okay -- who is going to make up
those losses? Who makes up the losses, sir? If it isn’t
us, who is going to make up losses?

A. Any losses that are incurred are placed on the
shareholders of PPL Corporation. They are not included in
PPL Electric Utilities Corporation’s costs. It is a
separate company.

Q. Well, that is -- I think we have thoughts on
that. 1It’s easy to say the sharehclders, but indeed, the
people who are actually the customers, Mr. Kleha, who are
actually paying on a regular basis are going to the persons
who are hit up. I mean, I think that’'s very obvious to
anyone.

The next thing is, ag far as the PPL Plaza, who
indeed built that extremely large -- and why is it called
PPL Plaza when we were told that they built it? If they
didn't build it, who did?

A. The original owner of PPL Plaza was Liberty
Property Trust. It is a large developer out of the City of
Philadelphia. That company owned and operated the building.
It was called the Plaza, PPL Center because PPL, some of its
affiliates leased a portion of that building, and that is
PPL EnergyPlus Company.

Q. Well, they definitely had a strong financial
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interest in the building, and to that extent I think we are
aware. Beyond that is irrelevant.

And as far as this package, the retirement package, I
mean, everyone knows in this area what the other people --
it's well publicized, all the major corporations, and this
ig extreme, $12.2 million, %2 million stock options and so
forth, and then they go and ask the businesses and customers
in this area, you’ve got to pay more money, and this is just
one person, the CEO. There’'s a whole list of them in the
newspaper list that are in the millions of dollars,
receiving, and I’'m just talking their salaries, way above
any other corporation in this area. It is excessive. All
of us are intelligent people and this is not acceptable, and
then to raise rates for this poor businesses in our area who
are struggling.

Quegtion: who deems that this is a proper way of
running a utility company in rewarding these monstrous
salaries to these people? Who arrived at this decision?

A. All executive compensation for PPL Corp., the
executives of PPL Corporation are determined by the
compensation committee of the Board of Directors of PPL
Corporation.

Q. Well, it appears to the people in this area that
this is an independent board that does not have the interest

or does not have the input of the people who are actually
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paying the bill, and it does not seem equitable and fair.

And those are the points that you hit upon and those
are the points that I gave my comment on, Mr. Kleha.

JUDGE COLWELL: Do you have any other gquestions, Mr.
McAndrew?

MR. McANDREW: No, I don’t, Your Honor.

JUDGE COLWELL: All right. Mr. Mickens, do you have
any questions of Mr. Kleha?

MR. MICKENS: No gquestions, Your Honor.

JUDGE COLWELL: Ms. Wong or Mr. Beatty, are there any
questions for Mr. Kleha?

MR. BEATTY: No, Your Honor.

JUDGE COLWELL: Any redirect, Mr. MacGregor?

MR. MacGREGOR: No, Your Honor.

(Witness excused.)

JUDGE COLWELL: All right. Well, at this point,
then, it doesn’t appear that there’s anything else to be put
on the record. Ms. Wong, do you still need an opportunity
to respond to Mr. Kleha'’s testimony?

MS. WONG: No, we don‘t. Thank you, Your Honor.

JUDGE COLWELL: Okay. Mr. McAndrew, is there any
final comment you’'d like to make before we go off the
record?

MR. McANDREW: No, there isn’'t, and the only final

comment, I really appreciate that you were all able to do
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this and, Your Honocr, that you were able to schedule this
because I feel it is very important and I'm glad you all
could do it.

JUDGE COLWELL: Thank you, Mr. McAndrew. Let me tell
you what’s going to happen next. The parties, the major
parties to the case have come to a settlement for the
utility rate increase and they will present a package
gsometime this week, I believe.

And when I get that, copies will be sent to all the
formal complainants with an opportunity to make comments and
respond to it. You’'ll be given about ten days to do that.
If you do not do that, then it will be evaluated without
your comments. If you do make the comments, the comments
will be evaluated in conjunction with the settlement
package.

At that point, I will write a recommended decision
which will either recommend to the Commission that they
accept the settlement or that they reject it for whatever
reasons there happen to be, and it will go out again. The
recommended decision will go out again and the formal
parties to the case will have an opportunity to file
exceptions, and then it will go to the Commissicn for final
decision.

Do you have any questions about what’s going to

happen next?
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MR. McCANDREW: No questions, Your Honor.

JUDGE COLWELL: All right. Does anybody have
anything else we need to put on the record here?

(No response.)

JUDGE COLWELL: Mr. MacGregor?

MR. MacGREGOR: No, Your Honor.

JUDGE COLWELL: Mr. Mickens?

MR. MICKENS: Nothing further, Your Honor.

JUDGE COLWELL: Mr. Beatty or Ms. Wong?

MR. BEATTY: No, Your Honor. Thank you.

355

JUDGE COLWELL: And Mr. McAndrew, are you satisfied?

MR. McANDREW: Yes, Your Honor. Thank you very much.

JUDGE COLWELL: All right. I hope you're feeling

better, sir, and we are off the record.

{Whereupon, at 10:23 a.m., the proceedings were

concluded.)
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record to the best of my ability.
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