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P R O C E E D I N G S 

ADMINISTRATIVE LAW JUDGE ALLISON K. TURNER: Let's go 

on the record, please. My name i s A l l i s o n Turner and I am 

the A d m i n i s t r a t i v e Law Judge assigned t o hear t h i s case. 

The case i s PP&L's proposed r a t e increase. 

I t ' s the f i r s t r a t e increase i n many years because 

when competition was introduced and the e l e c t r i c i n d u s t r y 

was r e s t r u c t u r e d , PP&L and the Commission made an agreement 

t o impose a rat e cap on the transmission and d i s t r i b u t i o n 

r a t e s which are being considered i n t h i s case — t h a t r a t e 

cap w i l l expire a t the end of December of t h i s year — and 

also on the generation r a t e s , and t h a t r a t e cap w i l l e x p i r e 

a t the end of 2009 and the generation rates are not any p a r t 

of t h i s case. 

So f a r i n t h i s i n v e s t i g a t i o n -- w e l l , l e t me f i r s t 

deal w i t h the court r e p o r t e r . Mr. K e l l y i s t r a n s c r i b i n g 

everything t h a t i s said, so you cannot speak at the same 

time as another person, because he can't record t h a t . 

And also, I would l i k e t o request a l l people t o t u r n 

o f f t h e i r c e l l phones or at le a s t set them on v i b r a t e so you 

don't i n t e r r u p t any witness. 

So f a r i n t h i s case, we've had a prehearing 

conference a f t e r PPL f i l e d i t s proposed increase on March 

29, 2004. The base r a t e case i s f o r an increase of 

$164.4 m i l l i o n i n a d d i t i o n a l revenues, and PP&L i s 
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p r o j e c t i n g an i n c r e a s e o f a p p r o x i m a t e l y $57.2 m i l l i o n i n 

t r a n s m i s s i o n r a t e s . Those charges a r i s e under a FERC 

r e g u l a t i o n , PJM open access t r a n s m i s s i o n t a r i f f s , so t h e PUC 

doesn't r e a l l y r e g u l a t e them. The c o m b i n a t i o n w i l l produce 

an o v e r a l l i n c r e a s e o f $221.6 m i l l i o n , r e p r e s e n t i n g an 

i n c r e a s e i n revenues o f 8.1 p e r c e n t . 

Under t h e combined p r o p o s a l , t h e average m o n t h l y b i l l 

f o r a r e s i d e n t i a l customer u s i n g 900 k i l o w a t t - h o u r s o f 

e l e c t r i c i t y would i n c r e a s e a p p r o x i m a t e l y $7.62 from $77.47 

t o $85.09. T h i s i s t h e f i r s t r a t e i n c r e a s e PPL has 

re q u e s t e d s i n c e 1995. The i n c r e a s e w i l l a f f e c t 1.3 m i l l i o n 

customers i n 29 c o u n t i e s . 

The Commission suspended t h e proposed r a t e i n c r e a s e 

and t h e e f f e c t i v e date o f t h e r a t e s would be January 1, 

2005. The i n v e s t i g a t i o n w i l l be m o s t l y c a r r i e d o u t by 

p a r t i e s and persons who have i n t e r v e n e d o r f i l e d c o m p l a i n t s , 

namely t h e O f f i c e o f Consumer Advocate or OCA, which 

r e p r e s e n t s r e s i d e n t i a l customers; t h e O f f i c e o f Small 

Business Advocate, which r e p r e s e n t s s m a l l commercial and 

i n d u s t r i a l customers; PP&L I n d u s t r i a l Customers A l l i a n c e , 

w h ich r e p r e s e n t s l a r g e customers; and Commission's O f f i c e o f 

T r i a l S t a f f , which r e p r e s e n t s t h e p u b l i c i n t e r e s t as a 

whole; a l s o t h e u n i o n , IBEW, and s e v e r a l i n d i v i d u a l 

customers. Some o f t h e o t h e r u t i l i t i e s have a l s o f i l e d 

c o m p l a i n t s . 
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Since PPL has not f i l e d a r a t e case f o r a number of 

years, the p a r t i e s have not had a chance t o s c r u t i n i z e t h e i r 

operations and rates t o see i f t h e i r actions are prudent and 

t h e i r expenses and revenues and r a t e of r e t u r n are f a i r and 

reasonable. 

The p a r t i e s w i l l examine a l l these t h i n g s t o f i n d out 

i f there are matters they want t o challenge. I n a d d i t i o n , 

PPL has proposed some basic changes t h a t the p a r t i e s oppose, 

f o r instance the d i s t r i b u t i o n system improvement charge, 

DSIC, which would allow PPL t o recover costs associated w i t h 

system upgrades between base r a t e proceedings. 

As I st a t e d , we had a prehearing conference. The 

p a r t i e s have already held one i n f o r m a l discovery conference 

w i t h PP&L, and there have been several settlement 

discussions. 

The p u b l i c i n p u t hearings were held June 28th, 29th 

and 30th i n Lancaster and Harrisburg, Scranton and Wilkes-

Barre, and Allentown and Bethlehem, and then t h i s i s the 

l a s t p u b l i c input hearing t o n i g h t . 

The hearings t o take t e c h n i c a l evidence are t o be 

held the week of August 9th through 13th i n Harrisburg. 

Before these hearings, the p a r t i e s w i l l submit t h e i r 

testimony i n w r i t i n g and at the hearings, the witnesses who 

submitted testimony w i l l be cross-examined. 

The p a r t i e s w i l l f i l e b r i e f s on September 2nd and 
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September 1 3 t h , and my recommended d e c i s i o n i s due October 

7 t h t o t h e Commission. The Commission w i l l serve i t on t h e 

14th and t h e p a r t i e s w i l l be a b l e t o f i l e e x c e p t i o n s t o t h e 

Commission. A f t e r t h a t , t h e Commission r e v i e w s t h e whole 

b a l l o f wax and i s s u e s a d e c i s i o n . 

The purpose o f t h i s p u b l i c i n p u t h e a r i n g i s t o hear 

from you. Hearing from t h e p u b l i c i s an i m p o r t a n t p a r t o f 

t h e Commission's r a t e case process. 

The Commission p o l i c y r e g a r d i n g p u b l i c i n p u t h e a r i n g s 

g i v e s you t h r e e o p t i o n s . You may t e s t i f y f o r m a l l y under 

o a t h o r a f f i r m a t i o n and be s u b j e c t t o c r o s s - e x a m i n a t i o n . I f 

you t e s t i f y i n t h i s manner, your t e s t i m o n y becomes p a r t o f 

th e r e c o r d and I and t h e Commission can r e l y on i t . 

You may make an unsworn o r u n a f f i r m e d s t a t e m e n t . I t 

w i l l be o f f t h e r e c o r d , n o t s u b j e c t t o c r o s s - e x a m i n a t i o n , 

and n o t u s e f u l i n making t h e d e c i s i o n . 

You may p r o v i d e i n f o r m a t i o n t o t h e Commission's 

O f f i c e o f T r i a l S t a f f , t h e Consumer Advocate o r t h e Small 

Business Advocate f o r t h e i r p o s s i b l e use a t h e a r i n g s i n 

H a r r i s b u r g a t t h e i r d i s c r e t i o n , and o f course you may t a l k 

t o PP&L employees here i f you have a s p e c i f i c problem t h a t 

you want t o b r i n g up and g e t h e l p on. 

I urge you t o t e s t i f y under o a t h so t h a t I and t h e 

Commission can use your t e s t i m o n y t o t h e e x t e n t i t meets t h e 

r u l e s o f evidence. 
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I don't know how many people are here t o t e s t i f y . I 

w i l l impose time l i m i t s i f necessary, but I don't t h i n k i t 

w i l l be necessary w i t h so few witnesses as t o n i g h t . I f you 

want t o t e s t i f y , please sign up on the l i s t which i s on the 

c l i p b o a r d at the back of the hearing room so w e ' l l be able 

t o have a record of your name. 

Now, I'm going t o ask counsel f o r the p a r t i e s , 

beginning w i t h PP&L, t o make i n t r o d u c t o r y remarks. Mr. 

Russell? 

MR. RUSSELL: Thank you. Your Honor. 

My name i s Paul Russell. I'm one of PP&L's in-house. 

lawyers and I'm one of the lawyers representing the company 

i n t h i s r a t e case proceeding. 

At the outset, I'd l i k e t o thank you a l l f o r 

appearing at today's hearing. Public i n p u t hearings are an 

important p a r t of the Commission's ratemaking process. I t 

gives the Commission an opportunity t o o b t a i n valuable 

customer perspective on a broad range of ratemaking issues. 

Your testimony today w i l l be c a r e f u l l y reviewed by 

PPL E l e c t r i c , by many of the other p a r t i e s , by the 

Ad m i n i s t r a t i v e Law Judge and u l t i m a t e l y by the Commission, 

so i f you have views on the case, I would urge you t o 

t e s t i f y t o n i g h t . 

The purpose of today's hearing i s t o l i s t e n t o the 

p u b l i c , so I won't take valuable time summarizing our 

COMMONWEALTH REPORTING COMPANY (717) 761 -7150 
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request. However, I would l i k e t o make two p o i n t s about the 

impact of Pennsylvania's 1996 Customer Choice Act on the 

case. 

F i r s t , as discussed by Judge Turner, the act 

established r a t e caps f o r each e l e c t r i c u t i l i t y i n 

Pennsylvania. PPL E l e c t r i c has two r a t e caps. The 

d i s t r i b u t i o n r a t e cap ends December 31, 2004 and we're 

proposing t h a t the rates i n t h i s case go i n t o e f f e c t a f t e r 

t h a t , at the end of t h a t cap, on January 1, 2005. 

Second, the Act made the generation of e l e c t r i c i t y 

c ompetitive and required e l e c t r i c u t i l i t i e s t o unbundle 

t h e i r operations. 

Because of t h a t change, the r a t e request now before 

the A d m i n i s t r a t i v e Law Judge and u l t i m a t e l y the Commission 

involves only PPL E l e c t r i c U t i l i t i e s , the company t h a t 

provides e l e c t r i c i t y d e l i v e r y service t o approximately 1.3 

m i l l i o n customers i n c e n t r a l and eastern Pennsylvania. 

I t has nothing t o do w i t h PPL's other companies or 

other operations, the generation of e l e c t r i c i t y or i t s 

i n t e r n a t i o n a l investments. 

I n conclusion, I'd l i k e t o mention two housekeeping 

items. You can view the company's e n t i r e f i l i n g on l i n e a t 

www.pplrateinfo.com. 

Second, there i s another PP&L employee here w i t h me 

t o n i g h t . Don S t r i n g f e l l o w i s over i n the middle of the room 

COMMONWEALTH REPORTING COMPANY (717) 761-7150 
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t h e r e . Don can answer any q u e s t i o n s you mi g h t have about 

your i n d i v i d u a l s e r v i c e o r r a t e s , so i f you have t h o s e k i n d s 

o f q u e s t i o n s , I would encourage you t o see Don d u r i n g a 

break o r a t t h e end o f t o n i g h t ' s h e a r i n g s . 

Again, thank you f o r a t t e n d i n g and I l o o k f o r w a r d t o 

h e a r i n g your comments. Thank you. Your Honor. 

JUDGE TURNER: Thank you, Mr. R u s s e l l . Mr. Kanaskie? 

MR. KANASKIE: Thank you, Your Honor. 

Good evening. My name i s R i c k Kanaskie and I'm w i t h 

t h e Commission's O f f i c e o f T r i a l S t a f f . The O f f i c e o f T r i a l 

S t a f f was formed i n t h e m i d d l e e i g h t i e s and charged w i t h 

p r o t e c t i n g t h e p u b l i c i n t e r e s t , and t h a t ' s our r o l e i n t h i s 

p r o c e e d i n g , i s t o p r o t e c t t h e p u b l i c i n t e r e s t . 

There are many aspects i n v o l v e d . The key, and our 

f o c u s , i s t o i n s u r e t h a t r a t e s remain j u s t and r e a s o n a b l e . 

We are p a r t o f t h e Commission f o r a d m i n i s t r a t i v e purposes, 

b u t I am n o t here on b e h a l f o f t h e Commission. I'm here t o 

advocate b e f o r e t h e Commission j u s t l i k e e v e r y o t h e r p a r t y . 

We have e n g i n e e r s , we have f i n a n c i a l a n a l y s t s . We 

have p r e p a r e d t e s t i m o n y . We're p r e p a r i n g r e b u t t a l 

t e s t i m o n y . W e ' l l be i n v o l v e d i n t h e h e a r i n g s s t a r t i n g i n 

August and w e ' l l be r i g h t t h r o u g h t o t h e end, f i l i n g b r i e f s , 

r e p l y b r i e f s and e x c e p t i o n s t h a t may be needed. 

We've had a chance t o analyze a l l t h e company's d a t a , 

a l l t h e i r responses t o our q u e s t i o n s . I n a r a t e p r o c e e d i n g , 

COMMONWEALTH REPORTING COMPANY (717) 761 -7150 



0 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

358 

t h a t ' s o n l y p a r t o f t h e whole p i c t u r e . The o t h e r p a r t i s 

what t h e p u b l i c sees and t h e p u b l i c e x p e r i e n c e s and t h a t ' s 

why we're h a v i n g t h i s h e a r i n g t o n i g h t . 

As t h e Judge has mentioned, t h e r e ' s a couple 

d i f f e r e n t ways you can have your views b r o u g h t f o r w a r d . I 

would urge you t o go on t h e r e c o r d , though. That way, 

whatever you say becomes p a r t o f t h e t o t a l r e c o r d , can be 

r e f e r r e d t o by a l l t h e p a r t i e s , can be l o o k e d a t by t h e 

Judge when she's r e n d e r i n g her d e c i s i o n . 

Thank you f o r coming o u t and I hope t o hear you on 

t h e r e c o r d . Thank you. Your Honor. 

JUDGE TURNER: Mr. Beatty? 

MR. BEATTY: Thank you. Your Honor. 

Good evening. My name i s Aron B e a t t y . I'm an 

a t t o r n e y w i t h t h e Pennsylvania O f f i c e o f Consumer Advocate. 

Our o f f i c e r e p r e s e n t s t h e i n t e r e s t s o f u t i l i t y consumers, 

r e s i d e n t i a l consumers i n p a r t i c u l a r , i n m a t t e r s b e f o r e t h e 

P u b l i c U t i l i t y Commission. 

Our o f f i c e has f i l e d a c o m p l a i n t a g a i n s t t h e 

company's r e q u e s t f o r a r a t e i n c r e a s e i n o r d e r t o h e l p 

i n s u r e t h a t any r a t e i n c r e a s e t h a t may be awarded i s 

reasonable and f u l l y s u p p o r t e d . 

We've a l s o h i r e d e x p e r t w i t n e s s e s i n t h e u t i l i t y 

f i e l d t o analyze t h e company's case, and th e s e e x p e r t s a r e 

p r e s e n t i n g t e s t i m o n y c h a l l e n g i n g p o r t i o n s o f t h e company's 

COMMONWEALTH REPORTING COMPANY (717) 761-7150 
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request . 

The purpose o f t h i s evening's h e a r i n g i s t o hear f r o m 

members o f t h e p u b l i c . We want t o hear your o p i n i o n s and 

your concerns. I would a l s o encourage you t o speak on t h e 

r e c o r d so t h a t your t e s t i m o n y becomes p a r t o f t h e w r i t t e n 

r e c o r d i n t h i s case, so we can r e f e r t o i t when we submit 

our w r i t t e n b r i e f s t o t h e PUC. 

A l s o , I have brought a l o n g w i t h me some b r o c h u r e s 

t h a t d e s c r i b e what our o f f i c e does. They're i n t h e back a t 

th e t a b l e . I n t h e brochure i s a form t h a t you can f i l l o u t 

i f you want t o become p a r t o f our m a i l i n g l i s t t o r e c e i v e 

i n f o r m a t i o n r e g a r d i n g your l o c a l u t i l i t i e s . I l o o k f o r w a r d 

t o h e a r i n g your comments. Thank you. 

JUDGE TURNER: Mr. Gray? 

MR. GRAY: Thank you, Your Honor. Good e v e n i n g . My 

name i s Steve Gray. I'm w i t h t h e O f f i c e o f Small Business 

Advocate. We r e p r e s e n t s m a l l commercial and i n d u s t r i a l 

i n t e r e s t s across t h e Commonwealth, and i f you are a 

r e p r e s e n t a t i v e of a s m a l l business here t o n i g h t , I would 

v e r y much a p p r e c i a t e i t i f you would p u t your comments on 

th e r e c o r d . Thank you v e r y much. 

JUDGE TURNER: A l l r i g h t . I have two names a t t h i s 

p o i n t , and I w i l l c a l l these two w i t n e s s e s and h o p e f u l l y 

swear them i n , and a f t e r t h a t , i f no one e l s e has come, I 

w i l l a d j o u r n f o r a p e r i o d o f t i m e t o see i f anyone e l s e w i l l 
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a r r i v e . 

The f i r s t w i t n e s s — I hope I'm pro n o u n c i n g your name 

r i g h t , s i r — i s R i c h a r d T. Nassberg? 

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

JUDGE TURNER: Could you approach t h e podium? 

MR. NASSBERG: I ' d be happy t o do so. Y o u ' l l have t o 

bear w i t h me. T h i s i s a l l e r g y season f o r me, so I'm g o i n g 

t o r e t r i e v e a g l a s s o f water I t u c k e d away over h e r e . 

JUDGE TURNER: Fi n e . May I swear you i n ? 

MR. NASSBERG: Yes, ma'am. 

JUDGE TURNER: Would you r a i s e your r i g h t hand? 

Whereupon, 

RICHARD T. NASSBERG 

hav i n g been d u l y sworn, t e s t i f i e d as f o l l o w s : 

DIRECT TESTIMONY 

JUDGE TURNER: W i l l you s t a t e y our name and s p e l l i t 

f o r t h e rec o r d ? 

THE WITNESS: Dick Nassberg, N-A-S-S-B-E-R-G, 

Lycoming County Commissioner. 

JUDGE TURNER: Okay. And you g i v e your address as 

Courthouse, W i l l i a m s p o r t , PA. 

THE WITNESS: Do you need a r e s i d e n c e address? I can 

g i v e you t h a t . N ormally I j u s t use Courthouse, 48 West 

T h i r d . 

JUDGE TURNER: Okay. And t h a t ' s 17701? 
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THE WITNESS: Yes. 

JUDGE TURNER: Okay. And w i l l you help me out here? 

How many county commissioners are there? 

THE WITNESS: Three. We have a commission of t h r e e . 

I'm v i c e c h a i r . 

JUDGE TURNER: You're the v i c e c h a i r , okay. And 

these are elected o f f i c i a l s ? 

THE WITNESS: That's c o r r e c t , Your Honor. 

JUDGE TURNER: Okay. And i s t h a t your e n t i r e 

occupation? 

THE WITNESS: I t ' s enough t o keep my busy, Your 

Honor, yes. 

JUDGE TURNER: Okay. Are you a customer of PP&L? 

THE WITNESS: Yes, Your Honor. 

JUDGE TURNER: And I'm assuming the county courthouse 

i s also a customer of PP&L? 

THE WITNESS: To the best of my knowledge, i t i s . 

JUDGE TURNER: Okay. I guess you don't pay the 

b i l l s ? 

THE WITNESS: No, we do pay the b i l l s . 

JUDGE TURNER: But you're not — 

THE WITNESS: Yes, we are. 

JUDGE TURNER: -- responsible f o r the — 

THE WITNESS: But I'm saying there are county 

operations i n o u t l y i n g areas t h a t may not be a PPL customer. 
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JUDGE TURNER: Okay. I appreciate t h a t 

c l a r i f i c a t i o n . Welcome and thank you f o r coming out t h i s 

evening, and w i l l you go ahead w i t h your testimony. 

THE WITNESS: Your Honor, thank you very much, and 

I ' l l t r y t o make t h i s as b r i e f as I can. I f i r s t want t o 

j u s t set the tenor of t h i s by saying t h a t PP&L has been not 

j u s t a good neighbor t o us i n t h i s county but has been a 

very good and supportive f r i e n d . 

PP&L has been a force i n economic development f o r us, 

and has very generously c o n t r i b u t e d i t s time, i t s energies 

and i t s resources t o the needs of t h i s county, both 

economically and i n terms of development and planning and a 

host of other t h i n g s . And i t ' s been a very good and a 

cooperative r e l a t i o n s h i p . 

I n the s p i r i t of t h i s r e l a t i o n s h i p , I'm asking t h a t 

PP&L might consider some f a c t o r s t h a t weigh h e a v i l y on my 

mind as a commissioner w i t h regard t o a proposed r a t e 

increase. 

I f you look at population trends i n t h i s county, 

they're very s i m i l a r t o those i n s i m i l a r r u r a l counties i n 

t h a t f o r the past e i g h t years, from 1994 on, we have 

su f f e r e d a small, annual but p e r s i s t e n t p o p u l a t i o n d e c l i n e . 

And s i m i l a r l y t o other s i m i l a r l y s i t u a t e d r u r a l 

counties, u n f o r t u n a t e l y , the highest percentage of those 

l e a v i n g are, t o the best of my knowledge, younger people, 
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ambitious f o r jobs t h a t may not be as e a s i l y a v a i l a b l e i n a 

r u r a l area, so t h a t we have a demography here t h a t i s skewed 

toward an older population. 

And we have a growing p o r t i o n of our pop u l a t i o n which 

i s t o my knowledge made up of senior c i t i z e n s and they 

c l e a r l y are people who have l i m i t e d means, f i x e d incomes, 

and r i s i n g expenses. 

We also have young, working f a m i l i e s who have the 

same burdens of r a i s i n g f a m i l i e s , paying mortgages, paying 

taxes, buying cars, doing orthodontics and everything t h a t 

comes w i t h being a young, working f a m i l y . 

And t h i s past year, i n s p i t e of t a k i n g a t e n percent 

across the board c u t , 9.1 percent a c t u a l l y , i n the budgets 

of every county department, t a k i n g $7 m i l l i o n out of the 

small county budget, the evaporation of our investment 

income i n a t e r r i b l e money market, and the i n a b i l i t y , i n 

s p i t e of the support we got from a wonderful l e g i s l a t i v e 

d elegation, the i n a b i l i t y because of i t s own f i n a n c i a l press 

of the s t a t e t o continue the l e v e l of f i n a n c i a l support t h a t 

i n the past we had counted on t o run programs and s o c i a l 

services and mental r e t a r d a t i o n and mental h e a l t h and a l l 

s o r t s of t h i n g s , court system, we were faced w i t h a tax 

increase t h a t we d i d n ' t want and are now s t r i v i n g m i g h t i l y 

t o reverse. 

To add t o t h i s a r a t e increase f o r an e s s e n t i a l 
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u t i l i t y would i n my e s t i m a t i o n , a t a v e r y wrong t i m e , 

i n c r e a s e t h e burden, t h e f e a r and t h e u n c e r t a i n t y o f l i f e 

f o r t h o se most v u l n e r a b l e i n our s o c i e t y . 

We can l o o k a l s o a t t h e p o s i t i v e s i d e o f t h e p i c t u r e 

and say t h a t t h i s i s a county b l e s s e d w i t h p h y s i c a l b e a u t y , 

two m i l l i o n acres o f v i r g i n f o r e s t , an i d e a l environment f o r 

h i k i n g , camping, f i s h i n g , h u n t i n g , l i v i n g a l i f e and r a i s i n g 

c h i l d r e n . 

We have f i n e e d u c a t i o n a l i n s t i t u t i o n s . We a r e r i g h t 

now i n t h e b e a t i n g h e a r t o f one o f t h e f i n e s t t e c h n i c a l 

c o l l e g e s , p a r t o f Penn S t a t e , Penn C o l l e g e o f Technology, 

and across town we have Lycoming C o l l e g e , one o f t h e f i n e s t 

and o l d e s t l i b e r a l a r t s schools i n America. 

Two years ago, we had an unemployment r a t e o f 7.5 

p e r c e n t here. L a s t year, t o my knowledge, we had i n t h i s 

c o u n t y an unemployment r a t e o f 7 p e r c e n t . And a g a i n t o t h e 

be s t o f my knowledge, we t h i s year have an unemployment r a t e 

t h a t has dropped t o 6.5 p e r c e n t . 

I f we are t o c o n t i n u e t h i s t r e n d o f p u t t i n g p eople t o 

work, o f f i n d i n g n o t j u s t j o b s b u t q u a l i t y j o b s — and I 

have t o say as an economist, which I am, t h a t unemployment 

f i g u r e s don't warm my h e a r t because a n a t i o n a l d i s c o u n t 

c h a i n , a warehouse, a l o t o f t h i n g s , a pharmacy company, pay 

v e r y low wages and you have people who a r e permanent temps 

w i t h no b e n e f i t s a t a t i m e when these t h i n g s are d e s p e r a t e l y 
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needed. 

The one t h i n g t h a t w i l l keep our t r e n d of 

unemployment numbers f a l l i n g , t h a t w i l l keep the employment 

Of our people r i s i n g , the one t h i n g t h a t w i l l reverse the 

demographic s h i f t and keep the best and the b r i g h t e s t of our 

young people here w i l l be our a b i l i t y t o e n t i c e , i n v i t e and 

r e t a i n i n t h i s county companies t h a t o f f e r q u a l i t y , secure 

employment, career employment w i t h b e n e f i t s , w i t h h e a l t h 

coverage, w i t h retirement b e n e f i t s t h a t a young person can 

sign onto and grow w i t h and r a i s e a f a m i l y on and buy a 

house w i t h . 

And i f we are t o r e a l i z e t h a t goal, we need t o insure 

t h a t t h i s county i s competitive w i t h other counties, i s 

competitive w i t h Ohio and M a r i e t t a , Georgia and the Sun 

B e l t . 

And i f we can contain u t i l i t y costs, t h a t along w i t h 

an easing r e g u l a t o r y environment would be an enormous 

b e n e f i t t o helping us stay and become more competitive i n a 

desperately competitive economic world. 

We're competing w i t h Georgia, w i t h C a l i f o r n i a and 

w i t h China. I t ' s my b e l i e f t h a t s t a b i l i t y i n these r a t e s 

w i l l be b e n e f i c i a l t o the most vulnerable people i n our 

community and provide them a safety net and induce some 

sense of s e c u r i t y i n a d i f f i c u l t time, but most important 

w i l l be an a i d t o us i n maintaining the q u a l i t y employment 
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t h a t we have and i n a t t r a c t i n g and b u i l d i n g t h e k i n d o f 

q u a l i t y employment we so d e s p e r a t e l y want and need. 

Now, I mentioned t h a t I was an economist, and I have 

t o say t h a t Mr. S t r i n g f e l l o w over here has been a rem a r k a b l e 

person f o r us t o work w i t h as county commissioners. 

He has been a remarkable person f o r t h e b u s i n e s s 

community t o work w i t h . And as I n o t e d , PP&L has been a 

superb p a r t n e r t o t h i s county i n i t s e f f o r t s . 

And I know t h a t PP&L faces t h e same c h a l l e n g e s t h a t 

we do, t h a t l a b o r c o s t s are up, as t h e y s h o u l d be, t h a t c o s t 

of m a t e r i a l s i s up, t h a t c o s t o f f u e l s i s u n d o u b t e d l y up, 

t h a t t h e t a x e s imposed on i t are up. 

And t o ask i t not t o r a i s e t h e p r i c e s o f t h e 

commodity i t s e l l s i n some ways i s s a y i n g , w e l l , you know, 

how you come up w i t h t h e d i f f e r e n c e i s your problem. 

But t h e r e a l i t y i s , we were a b l e , w i t h t h e h e l p o f 

remarkable people w o r k i n g f o r t h i s c o u n t y , t o t a k e 

$7 m i l l i o n o ut o f an $82 m i l l i o n budget w i t h o u t l o s i n g a 

s i n g l e county employee and w h i l e i n c r e a s i n g our s e r v i c e s . 

PP&L, b e i n g a s t r o n g , w e l l m o t i v a t e d and w e l l 

i n t e n t i o n e d company, I would urge t o do t h e same b u d g e t a r y 

s o u l s e a r c h i n g t h a t we as a county d i d and see whether, 

n o t w i t h s t a n d i n g t h e f i n a n c i a l p r e s s u r e s on i t , whether i t 

c o u l d h e l p us by a v o i d i n g a r a t e i n c r e a s e and t h e r e b y 

s u s t a i n i n g our economic development e f f o r t s . 
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Your Honor, i have nothing f u r t h e r and I thank you 

f o r your time and patience. 

JUDGE TURNER: Well, thank you f o r a t t e n d i n g . I j u s t 

t h i n k we ought t o c l a r i f y one t h i n g . 

THE WITNESS: Yes. 

JUDGE TURNER: What county are you county 

commissioner of? 

THE WITNESS: You are i n the b e a u t i f u l and very, very 

blessed Lycoming County. 

JUDGE TURNER: Lycoming. 

THE WITNESS: And i f you f i s h , h i k e , hunt, camp, or 

j u s t l i k e b e a u t i f u l places, I would urge you t o come back 

here and spend some more time here. I t ' s going t o be a 

r e l i e f from the urban environment i n which you l i v e . 

JUDGE TURNER: I only needed the name, s i r . 

THE WITNESS: Oh, I've got t o give the p i t c h . 

JUDGE TURNER: Mr. Russell, do you have any cross-

examination? 

MR. RUSSELL: No questions, Your Honor. 

JUDGE TURNER: Mr. Kanaskie? 

MR. KANASKIE: I have no questions, Your Honor. 

JUDGE TURNER: Mr. Beatty? 

MR. BEATTY: No questions, Your Honor. 

JUDGE TURNER: Mr. Gray? 

MR. GRAY: No questions. Your Honor. 
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JUDGE TURNER: Thank you very much. 

THE WITNESS: Your Honor, thank you very much. 

Gentlemen, thank you. 

(Witness excused.) 

JUDGE TURNER: Mr. P h i l i p J. King. Good evening, 

s i r . 

MR. KING: Good evening. 

JUDGE TURNER: May I swear you in? 

MR. KING: Yes, you may. 

JUDGE TURNER: W i l l you r a i s e your r i g h t hand? 

Whereupon, 

PHILIP J. KING 

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

DIRECT TESTIMONY 

JUDGE TURNER: W i l l you st a t e your name f o r the 

record and s p e l l i t ? 

THE WITNESS: My name i s P h i l i p King, K-I-N-G. 

JUDGE TURNER: And P h i l i p i s w i t h one "L"? 

THE WITNESS: One "L". 

JUDGE TURNER: And your address? 

THE WITNESS: 1605 Mar l i n Parkway, W i l l i a m s p o r t . 

JUDGE TURNER: PA, 17701 — 

THE WITNESS: Seven oh one. 

JUDGE TURNER: Okay. And — 

THE WITNESS: I work f o r Kvaerner Holding here i n 
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W i l l i a m s p o r t . 

JUDGE TURNER: Can you s p e l l Kvaerner? 

THE WITNESS: K-V-A-E-R-N-E-R. 

JUDGE TURNER: Okay. And th e n you — 

THE WITNESS: I am a s h i p p i n g and r e c e i v i n g c l e r k . 

JUDGE TURNER: Okay. Thank you. Are you a customer 

o f PPL? 

THE WITNESS: Yes, I am. 

JUDGE TURNER: Okay. I guess your employer i s a l s o ? 

THE WITNESS: My employer i s a l s o . 

JUDGE TURNER: Please go ahead w i t h your t e s t i m o n y . 

THE WITNESS: A f t e r l i s t e n i n g t o p a r t o f t h i s h e r e , 

maybe I s h o u l d n ' t be speaking here, where I'm a t , b u t t h i s 

has t o do w i t h a l i t t l e b i t o f t h e g e n e r a t i n g p a r t o f t h e 

d e a l . I r e a l i z e t h i s i s a t r a n s m i s s i o n t h i n g . 

JUDGE TURNER: And d i s t r i b u t i o n case, yes. 

THE WITNESS: D i s t r i b u t i o n case. But we b u i l d b o i l e r 

p a r t s f o r power s t a t i o n s and what have you. We had a b i d i n 

w i t h PPL. PPL to o k t h e i r j o b — we a r e 30 m i l e s away f r o m 

where t h e y needed t h e work. They t o o k i t t o China. 

Now, i f t h e y can do t h a t , you know, here we a r e , 

t h e y ' r e a s k i n g us f o r a r a t e i n c r e a s e . Why c a n ' t t h e y g i v e 

us a chance t o earn some money and p u t some money back i n t o 

t h i s community t o h e l p pay f o r t h i s , o f f s e t t h i s r a t e 

i n c r e a s e , i f t h e y want? That's, you know — t h i s company 
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has been i n town f o r 140 y e a r s , and we are booming r i g h t 

now, -but we c o u l d have done — 

JUDGE TURNER: Moving where? 

THE WITNESS: We c o u l d have done t h e j o b and done i t 

as w e l l . We have done work f o r them i n t h e p a s t , n o t 

d i r e c t l y f r o m them, i n a roundabout way. We d i d j o b s 

t h r o u g h t h e back door f o r them, t h a t o t h e r people c a n ' t 

handle and t h e y ' l l send them t o us and we do them, and 

t h e y ' r e more than pleased w i t h t h e work we do. But — 

JUDGE TURNER: Excuse me. Di d you say you were 

moving r i g h t now? 

THE WITNESS: No, no. I s a i d we a r e booming. 

JUDGE TURNER: Booming. Thank you. 

THE WITNESS: R i g h t now. But t h a t i s , you know, I — 

w i t h t h e economy and e v e r y t h i n g t h e way i t i s r i g h t now, and 

l i k e Mr. Nassberg s a i d , t h i s community i s becoming an o l d e r 

community and as everybody knows, P e n n s y l v a n i a has, what, 

t h e second h i g h e s t r e t i r e e r a t e n e x t t o F l o r i d a . 

And I'm about ready t o r e t i r e , be on a f i x e d income, 

and I j u s t -- i t ' s h a r d enough now t o make ends meet i n a 

l o t o f ways, and I can imagine what i t i s f o r people on a 

f i x e d income. So, t h a t i s b a s i c a l l y t h e end o f my st a t e m e n t 

r i g h t t h e r e . 

JUDGE TURNER: Okay. I t h i n k your s t a t e m e n t i s 

a p p r o p r i a t e here because i t has t o do w i t h t h e r o l e o f PPL 

COMMONWEALTH REPORTING COMPANY (717) 761-7150 



0 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

371 

i n t h e economy, which i s c e r t a i n l y r e l e v a n t and c e r t a i n l y 

i m p o r t a n t . I'm sure PP&L i s aware o f t h e imp o r t a n c e o f i t s 

r o l e i n t h e economy. 

Anyway, Mr. R u s s e l l , do you have any c r o s s -

examination? 

MR. RUSSELL: No q u e s t i o n s . Your Honor. 

JUDGE TURNER: Mr. Kanaskie? 

MR. KANASKIE: No q u e s t i o n s , Your Honor. 

JUDGE TURNER: Mr. Beat t y ? 

MR. BEATTY: No, Your Honor. 

JUDGE TURNER: And Mr. Gray? 

MR. GRAY: N o t h i n g , Your Honor. 

JUDGE TURNER: A l l r i g h t . I n t h a t case, t h a n k you 

v e r y much. Thank you f o r coming o u t . 

(Witness excused.) 

JUDGE TURNER: I s t h e r e anyone e l s e here who wants t o 

be a w i t n e s s , who wants t o t e s t i f y ? 

(No response.) 

JUDGE TURNER: W e l l , I had spoken t o Mr. R u s s e l l 

w h i l e we were o f f t h e r e c o r d t o ask him t o e x p l a i n t h e 

c o r p o r a t e s t r u c t u r e o f PPL Corp. and PPL E l e c t r i c U t i l i t i e s 

and PPL Genco and v a r i o u s o t h e r t h i n g s , because t h e r e has 

been some c o n f u s i o n about i t , i n t h e a f t e r n o o n , a t l e a s t , I 

t h i n k so. 

Are you w i l l i n g t o g i v e t h a t a t r y , Mr. R u s s e l l ? 
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MR. RUSSELL: I am, Your Honor. 

JUDGE TURNER: Okay. 

MR. RUSSELL: Would you l i k e i t on t h e r e c o r d ? 

JUDGE TURNER: Yes. 

MR. RUSSELL: Okay. B e f o r e t h e r e s t r u c t u r i n g o f t h e 

e l e c t r i c u t i l i t y i n d u s t r y i n Pe n n s y l v a n i a , PPL was one 

company b a s i c a l l y , v e r t i c a l l y i n t e g r a t e d e l e c t r i c u t i l i t y , 

w hich means t h e one company p r o v i d e d g e n e r a t i o n s e r v i c e , 

t r a n s m i s s i o n and d i s t r i b u t i o n s e r v i c e . 

The Customer Choice Act was passed i n 1996. I 

r e f e r e n c e d i t q u i c k l y i n my opening s t a t e m e n t . And 

f o l l o w i n g on t h a t , as a r e s u l t o f p r o v i s i o n s o f t h e A c t , as 

a r e s u l t o f g e n e r a t i o n b e i n g made c o m p e t i t i v e r a t h e r t h a n a 

r e g u l a t e d f u n c t i o n , PPL r e s t r u c t u r e d i t s c o r p o r a t i o n , 

s i g n i f i c a n t l y r e s t r u c t u r e d t h e c o r p o r a t i o n . 

And what we have today i s a much d i f f e r e n t PPL, and 

I ' l l t r y t o do t h i s a t a h i g h l e v e l because t h e r e ' s a l o t o f 

a f f i l i a t e s and s u b s i d i a r i e s . 

But a t a h i g h l e v e l , t h e r e ' s a h o l d i n g company c a l l e d 

PPL C o r p o r a t i o n . I t ' s t h e p a r e n t o f f o u r s u b s i d i a r y 

companies. The f o u r -- I ' l l j u s t name them q u i c k l y and t h e n 

go back and t a l k about what each does — t h e f o u r 

s u b s i d i a r i e s o f t h e h o l d i n g company are PPL E l e c t r i c 

U t i l i t i e s , which i s what we're t a l k i n g about t o d a y ; PPL 

Ge n e r a t i o n ; PPL G l o b a l ; and PPL Energy P l u s . 
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S t a r t i n g at the beginning, PPL E l e c t r i c U t i l i t i e s i s 

the company t h a t ' s regulated by the Public U t i l i t y 

Commission. I t ' s also regulated by the Federal Energy 

Regulatory Commission i n Washington. 

And i t s f u n c t i o n i s j u s t d e l i v e r y of e l e c t r i c i t y , 

both d i s t r i b u t i o n and transmission. And the only d i f f e r e n c e 

between d i s t r i b u t i o n and transmission r e a l l y i s the voltage 

l e v e l and whether i t ' s regulated by the PUC or by the 

Federal Energy Regulatory Commission. 

PPL E l e c t r i c does one other t h i n g , i t provides 

e l e c t r i c i t y t o customers who don't want t o shop. I t ' s 

c a l l e d provider of l a s t r e s o r t . PPL E l e c t r i c i s the 

company, the u l t i m a t e d e f a u l t company. I f a customer 

doesn't want t o shop f o r e l e c t r i c supply, PPL E l e c t r i c i s 

required by law t o make t h a t a v a i l a b l e . But r e a l l y , i t s 

fundamental r o l e i s t o d e l i v e r y e l e c t r i c i t y t o customers. 

PPL Generation, the second subsi d i a r y of the h o l d i n g 

company, owns a l l the generating p l a n t s , almost a l l the 

generating p l a n t s i n the PPL f a m i l y . 

I t was the company t o which the e x i s t i n g generating 

p l a n t s were t r a n s f e r r e d i n 2001 a f t e r r e s t r u c t u r i n g . So 

Susquehanna, the nuclear p l a n t i n Berwick i s now owned by 

PPL Generation. Montour, Bruner I s l a n d , a l l the p l a n t s t h a t 

were o r i g i n a l l y owned by the v e r t i c a l l y i n t e g r a t e d u t i l i t y 

are now owned by PPL Generation, and PPL Generation has 
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b u i l t some a d d i t i o n a l p l a n t s . I t s o n l y f u n c t i o n i s t o own 

and o p e r a t e g e n e r a t i n g p l a n t s , and i t s e l l s i t s o u t p u t t o 

an o t h e r a f f i l i a t e t h a t I ' l l d i s c u s s i n a m i n u t e . 

The t h i r d company owned by t h e h o l d i n g company i s PPL 

G l o b a l , and i t s r o l e i s i n t e r n a t i o n a l i n v e s t m e n t . I t 

b a s i c a l l y l o o k s f o r d i s t r i b u t i o n companies o r g e n e r a t i n g 

companies t o buy i n o t h e r c o u n t r i e s , and PPL G l o b a l has 

purchased companies i n Great B r i t a i n and q u i t e a few i n 

South America. 

The f o u r t h company t h a t ' s owned by PPL C o r p o r a t i o n i s 

PPL Energy P l u s . PPL Energy Plus i s a m a r k e t i n g company. 

I t s e l l s t h e e l e c t r i c i t y t h a t PPL G e n e r a t i o n , t h e companies 

owned by PPL Ge n e r a t i o n produce, b o t h a t r e t a i l and 

w h o l e s a l e . 

So PPL Energy Plus s e l l s t o o t h e r u t i l i t i e s a t 

w h o l e s a l e , which i s r e g u l a t e d by t h e F e d e r a l Energy 

R e g u l a t o r y Commission. They are a l s o t h e company t h a t s e l l s 

i n some markets a t r e t a i l t o an end use customer. I f a 

customer wants t o buy from somebody o t h e r t h a n t h e incumbent 

u t i l i t y , t h e y might choose t o buy from PPL Energy P l u s . 

At t h e h i g h e s t l e v e l , t h a t ' s how we're s t r u c t u r e d , 

t h e h o l d i n g company, t h e f o u r s u b s i d i a r i e s . Each o f t h e 

s u b s i d i a r i e s has a t o t a l l y d i f f e r e n t f u n c t i o n . 

They are separated b o t h by c o r p o r a t e s t r u c t u r e and by 

sepa r a t e accounts, separate books, se p a r a t e employees, 
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separate l o c a t i o n s i n many instances. 

Under the four I've mentioned, then there are 

a d d i t i o n a l s u b s i d i a r i e s and the chart gets very complicated, 

but t h a t ' s the high l e v e l explanation of how we're set up. 

JUDGE TURNER: How does PPL E l e c t r i c U t i l i t i e s , I n c . 

r e l a t e t o the other companies f i n a n c i a l l y ? Does any of PPL 

E l e c t r i c U t i l i t i e s ' money go i n t o any of the other 

s u b s i d i a r i e s , or up t o the parent company? Probably some of 

i t goes up t o the parent. 

MR. RUSSELL: Yes, i t ' s a l i t t l e complicated. Two 

thi n g s 1 t h i n k happen. Number one i s , PPL E l e c t r i c has 

common stock t h a t used t o be sold p u b l i c l y and i s no longer 

sold p u b l i c l y . A l l of PPL E l e c t r i c ' s common stock i s owned 

by PPL Corporation. 

PPL E l e c t r i c pays dividends on i t s common stock up t o 

i t s parent company, PPL Corporation, so d o l l a r s f l o w i n t h a t 

d i r e c t i o n . PPL Corporation can make c a p i t a l c o n t r i b u t i o n s 

down t o PPL E l e c t r i c as w e l l . 

The other way t h a t the money can move w i t h i n the 

en t e r p r i s e i s under Commission approved a f f i l i a t e d i n t e r e s t 

agreements, the a f f i l i a t e s can do work f o r one another. 

So f o r example, there are maintenance employees i n 

PPL E l e c t r i c who do maintenance work on the power p l a n t s 

t h a t are owned by PPL Generation. 

That's under an a f f i l i a t e d i n t e r e s t agreement and PPL 
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Generation pays over the cost of those employees, wages, 

b e n e f i t s , t r u c k s , equipment, everything, a l l the costs t h a t 

those employees i n c u r , they charge t o PPL Generation i n my 

example and PPL Generation pays PPL E l e c t r i c . So i n t h a t 

way, money would move back and f o r t h between the a f f i l i a t e s . 

But on income statements and balance sheets, the 

fundamental documents t h a t r e p o r t a company's f i n a n c i a l 

performance are a l l kept separately. There's not a 

commingling, f o r example, of the income of PPL E l e c t r i c and 

PPL Generation. They have t h e i r own income statements, 

t h e i r own balance sheets. 

JUDGE TURNER: And the same i s t r u e w i t h PPL E l e c t r i c 

and PPL Global? 

MR. RUSSELL: Yes, yes, and PPL Energy Plus as w e l l . 

JUDGE TURNER: Because I heard i n the testimony t h i s 

afternoon concerns t h a t perhaps p a r t of t h i s increase was 

going i n t o PPL Global's or other operations. 

MR. RUSSELL: And t h a t i s not the case, no. 

JUDGE TURNER: Not d i r e c t l y , a t any r a t e . I t would 

have t o go up t o the parent f i r s t and then be re i n v e s t e d . 

MR. RUSSELL: Income t h a t PPL E l e c t r i c -- I guess 

r e t a i n e d earnings, r e a l l y , t h a t PPL E l e c t r i c has t h a t ' s p a i d 

up i n dividends could be c o n t r i b u t e d down t o one of the 

other a f f i l i a t e s by the holding company, yes. 

JUDGE TURNER: Thank you f o r t h a t explanation. I 
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a p p r e c i a t e i t . 

MR. RUSSELL: You're welcome. 

JUDGE TURNER: And I hope i t answered some q u e s t i o n s 

t h a t some o f t h e customer^ here may have. A t t h i s p o i n t , I 

w i l l t a k e a recess t o see i f any f u r t h e r w i t n e s s e s a r r i v e , 

and I ' l l p r o b a b l y w a i t u n t i l f i v e minutes o f seven. So we 

are o f f t h e r e c o r d . 

(Recess.) 

JUDGE TURNER: L e t ' s go back on t h e r e c o r d . 

A c t u a l l y , t h e r e was a gentleman here b u t he has l e f t , 

and I know t h e c o u r t r e p o r t e r e x p l a i n e d h i s o p t i o n s t o him 

and I t h i n k he t o o k h i s o p t i o n s by speaking t o a PPL 

employee, .so no a d d i t i o n a l w i t n e s s e s have a r r i v e d . 

I t h i n k t h a t I can a d j o u r n t h i s h e a r i n g and c l o s e 

t h i s p u b l i c i n p u t s e s s i o n , u n l e s s t h e r e i s a n y t h i n g t h a t any 

of t h e p a r t i e s needs t o p u t on t h e r e c o r d a t t h i s p o i n t . 

MR. RUSSELL: N o t h i n g , Your Honor. 

JUDGE TURNER: Okay. I n t h a t case, we are a d j o u r n e d . 

Thank you v e r y much. 

(Whereupon, a t 6:51 p.m., t h e proceedings were 

concluded.) 
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C E R T I F I C A T E 

I hereby c e r t i f y , as the stenographic r e p o r t e r , t h a t 

the foregoing proceedings were taken s t e n o g r a p h i c a l l y by me 

and t h e r e a f t e r reduced t o t y p e w r i t i n g by me or under my 

d i r e c t i o n , and t h a t t h i s t r a n s c r i p t i s a t r u e and accurate 

record t o the best of my a b i l i t y . 

COMMONWEALTH REPORTING COMPANY, INC. 

By: 

John A. K e l l y , 
C e r t i f i e d Verbatim Reporter 
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