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

2 ADMINISTRATIVE LAW JUDGE MARLANE R. CHESTNUT: I ' d 

3 l i k e t o say good morning, nice t o see a l l of you. 

4 The f i r s t t h i n g i s then t o n o t i c e the appearance of 

5 a l l of you. What I'm going t o do i s I'm going t o go through 

6 the hearing r e p o r t , I'm going t o say your name, you're going 

7 t o i n d i c a t e i f you're here. I'm not going t o go through and 

have you s t a t e your address and your phone number and your 

9 e-mail address and your fax number. I assume t h a t what you 

10 wrote down i s c o r r e c t ; okay? 

11 The f i r s t person on the l i s t , Mr. Mickens. 

12 MR. MICKENS: Good morning, Your Honor. 

13 JUDGE CHESTNUT: Mr. Russell. 

14 MR. RUSSELL: Good morning, Your Honor. 

15 JUDGE CHESTNUT.: Good morning. 

16 Mr. Swindler. 

17 MR. SWINDLER: Yes. Good morning, Your Honor. 

18 JUDGE CHESTNUT: Mr. Stewart. 

19 MR. STEWART: Good morning, Your Honor. 

20 JUDGE CHESTNUT: Ms. K o l i c h . 

21 MS. KOLICH: Right here, Your Honor. 

22 JUDGE CHESTNUT: Nice t o meet you. 

23 Mr. MacGregor. 

24 MR. MacGREGOR: Present, Your Honor. 

25 JUDGE CHESTNUT: Mr. Russell again. 
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MR. RUSSELL: S t i l l here, Your Honor. 

(Laughter) 

JUDGE CHESTNUT: Ms. Evers. 

MS. EVERS: Good morning, Your Honor. 

JUDGE CHESTNUT: Good morning. 

Mr. Knipe. 

MR. KNIPE: Good morning, Your Honor. 

JUDGE CHESTNUT: Nice t o see you again. 

Mr. Gray. 

MR. GRAY: Good morning, Your Honor. 

JUDGE CHESTNUT: Mr. M u l l i n s , Ms. McCloskey. 

MS. McCLOSKEY: Good morning, Your Honor. 

MR. MULLINS: Good morning, Your Honor. 

JUDGE CHESTNUT: Good morning. 

Mr. Moody. 

MR. MOODY: Good morning. Your Honor. 

JUDGE CHESTNUT: Mr. Hassell. 

MR. HASSELL: Good morning, Your Honor. 

JUDGE CHESTNUT: Mr. MacGregor, I t h i n k I got you 

already, but 

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

JUDGE CHESTNUT: Mr. Lewis. 

MR. LEWIS: Good morning, Your Honor. 

JUDGE CHESTNUT: Ms. Corson. 

MS. CORSON: Good morning, Your Honor. 
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1 JUDGE CHESTNUT: And Mr. Jugovic. 

2 MR. JUGOVIC: Good morning, Your Honor. 

3 JUDGE CHESTNUT: I f I'm saying your name r i g h t . Your 

4 w r i t i n g i s not very good. 

5 Are there any p r e l i m i n a r y matters t h a t anybody wants 

6 t o r a i s e at t h i s time? 

7 MR. MacGREGOR: Yes, Your Honor. 

8 JUDGE CHESTNUT: Okay. 

9 MR. MacGREGOR: Two matters. The f i r s t i s -- and I 

10 n o t i f i e d the p a r t i e s as t o both of these, and Your Honor, 

11 v i a e-mail yesterday afternoon. We have reached a 

12 s t i p u l a t i o n w i t h R e l i a n t Energy r e s o l v i n g a l l of the issues 

13 between PPL and Reliant i n t h i s case, and we have reduced 

14 t h a t t o a s t i p u l a t i o n t h a t I would l i k e t o enter i n t o the 

15 record, and which was pr e v i o u s l y d i s t r i b u t e d t o the p a r t i e s . 

16 I have a couple of extra copies i f they are needed. 

17 JUDGE CHESTNUT: Okay. Thank you. 

18 MR. MacGREGOR: This s t i p u l a t i o n also involves the 

19 s u b s t a n t i a l r e d a c t i o n of Mr. A j e l l o ' s testimony. I be l i e v e 

20 R e l i a n t i s i n the process of producing t h a t redaction, and 

21 o f f the record at a break we may want some guidance from you 

22 as t o the proper way of doing t h a t . As a r e s u l t of t h a t , 

23 there are p o r t i o n s of PPL's r e b u t t a l testimony t h a t 

24 addressed Mr. Ajello's testimony that also need to be 

25 redacted. 
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We have produced our r e b u t t a l testimony as p r e - f i l e d , 

but w i t h references t o Mr. A j e l l o and h i s testimony 

redacted, and I have those a v a i l a b l e f o r the p a r t i e s . They 

w i l l be the r e b u t t a l testimonies t h a t w e ' l l be i n t r o d u c i n g 

i n t o the record. 

JUDGE CHESTNUT: Okay. Mr. Knipe, do you have 

redacted copies of Mr. A j e l l o ' s testimony, or are you going 

to withdraw i t or what? 

MR. KNIPE: We are preparing a redacted version, and 

the only question i s whether or not we want t o d i s t r i b u t e 

many copies w i t h blank pages or whether or not i t would be 

permissible t o consolidate i n a word-processed document. I t 

w i l l be s u b s t a n t i a l l y redacted. 

JUDGE CHESTNUT: That's f i n e . Don't f o r g e t t h a t so 

f a r your testimony has not been f i l e d , i t ' s only been 

served. So as long as what's i n the f i l e i s what you want 

t o be p a r t of the record, t h a t ' s f i n e . 

MR. KNIPE: A l l r i g h t , Your Honor. At a break we can 

do t h a t , and we w i l l c i r c u l a t e i t immediately. 

JUDGE CHESTNUT: That's f i n e . 

MR. MacGREGOR; Your Honor, the second item which I 

also i d e n t i f i e d i n my e-mail was r e l a t e d t o the s u r r e b u t t a l 

testimony of C o n s t e l l a t i o n t h a t was f i l e d on Friday and a 

pos s i b l e motion t o s t r i k e t h a t testimony. I had planned t o 

present t h a t up f r o n t i n order t o resolve t h a t issue, 
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1 because i t a f f e c t s the scope of our r e j o i n d e r testimony and 

2 cross, however, we have had discussions over the l a s t couple 

3 of days w i t h C o n s t e l l a t i o n and I b e l i e v e i t ' s f a i r t o 

4 represent t h a t we are close t o r e s o l v i n g the issue e i t h e r 

5 completely or l i m i t i n g only a couple of issues, and we would 

6 l i k e the o p p o r t u n i t y t o continue those discussions t h i s 

7 morning. 

8 The only caveat i s i f we are not able t o reach 

9 agreement, and i f my motion t o s t r i k e i s not granted, I 

10 would need the o p p o r t u n i t y , i n a l l l i k e l i h o o d , t o r e c a l l a 

11 couple of my witnesses t o respond t o the testimony. 

12 JUDGE CHESTNUT: Do you want t o take a break now and 

13 see i f you can resolve that? I s t h a t what you're 

14 suggesting? 

15 MR. MacGREGOR: I believe I have communicated our 

16 l a s t o f f e r t o C o n s t e l l a t i o n and i t ' s being reviewed back at 

17 t h e i r headquarters. 

18 MR. LEWIS: That's c o r r e c t . 

19 MR. MacGREGOR: And we might proceed now and, at a 

20 break, see where we stand. 

21 JUDGE CHESTNUT: And then y o u ' l l get back t o us when 

22 you' ve heard? 

23 MR. LEWIS: That's c o r r e c t . Your Honor. The only 

24 other p o i n t I would make i s i n view of the prospect of a 

25 settlement, we would defer our cross-examination of the 

COMMONWEALTH REPORTING COMPANY (717)761-7150 
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witness u n t i l such time as we know whether we're going t o 

s e t t l e or not. 

JUDGE CHESTNUT: Well, y o u ' l l know t h i s morning, I 

assume, and the witnesses w i l 1 s t i l 1 be here; r i g h t ? 

MR. MacGREGOR: Ye s. 

JUDGE CHESTNUT: Okay. You know, you could take 

advantage of t h i s o p p o r t u n i t y t o see i f you could .settle the 

case. Since the company made s u b s t a n t i a l movement i n 

r e v i s i n g i t s plan, I c e r t a i n l y see p o s s i b i l i t i e s there. 

To be honest, obviously, I'm not f a m i l i a r w i t h the 

d e t a i l s , as you are, which a f f e c t you d i r e c t l y , but I 

c e r t a i n l y see an o u t l i n e of a settlement t h a t could be 

accomplished here. 

The important f a c t o r t o keep i n mind i s the company's 

r e c o g n i t i o n t h a t t h i s plan w i l l not be p r e c e d e n t i a l . And 

what do you have t o keep i n mind? One year bridge. You're 

t e l l i n g me you can't l i v e w i t h something you can work out 

f o r one year t h a t ' s not going t o have any preced e n t i a l 

value? I'm r e a l l y s u r p r i s e d t h a t you can't recognize t h a t 

and come up w i t h something. 

I t h i n k at some p o i n t I 'd sure l i k e t o know who i s 

the problem c h i l d here t o see i f we can work t h i s out. I 

t h i n k i t ' s i n everybody's i n t e r e s t , even though we are at 

the hearing stage. But, be l i e v e me, you a l l are f a m i l i a r 

w i t h p r a c t i c e before t h i s Commission, and you know th a t what 
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1 comes up may not be what comes back out from them. 

2 Sometimes they may not even in t e n d t o do what they do. 

3 So you're r e a l l y i n a much b e t t e r p o s i t i o n t o take 

4 c o n t r o l of your own business a c t i v i t i e s by coming up w i t h a 

5 settlement yourselves. 

6 So I urge you, even though we're at t h i s p o i n t , keep 

7 i t i n mind. Maybe you should s t a r t t a l k i n g . I see t h a t the 

8 company has made s u b s t a n t i a l m o d i f i c a t i o n of i t s plan and 

9 t h a t should take care of a l o t of people's concerns, but 

10 then again, I'm not f a m i l i a r w i t h i t the way you are. 

11 I f I can help i n any way t o a s s i s t you, please l e t me 

12 know. I f you want a break from the hearing or i f you want 

13 t o defer something, t h a t ' s okay. But I would l i k e you t o 

14 keep t h a t door open and keep i t i n mind. 

15 Given t h a t , i s there any other p r e l i m i n a r y matter 

16 t h a t anybody wishes t o raise? 

17 MR. HASSELL: Yes, Your Honor, there i s one other 

18 matter. Your Honor, a f t e r f u r t h e r discussion w i t h counsel 

19 f o r S t r a t e g i c Energy Fund, we have reached an agreement t h a t 

20 both p a r t i e s are going t o waive cross-examination of each 

21 other's witnesses. 

22 I n a d d i t i o n , as p a r t of t h a t , i t ' s agreed t h a t there 

23 i s an i n t e r r o g a t o r y response t h a t was provided by St r a t e g i c 

24 Energy - - o r Sustainable, pardon me, I apologize, 

25 Sustainable Energy Fund. There was an i n t e r r o g a t o r y 
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response t h a t was received t h a t we are agreeing t o admit by 

s t i p u l a t i o n . I'm going t o mark t h a t as PPL Cross-

Examination E x h i b i t No. 1. 

JUDGE CHESTNUT: And t h a t ' s a discovery response? 

MR. HASSELL: I t i s a discovery response, yes. 

Your Honor. 

JUDGE CHESTNUT: Do you have a number? 

MR. HASSELL: I t i s Set I I , No. 2, from PPL t o 

Sustainable Energy Fund. 

JUDGE CHESTNUT: That w i l l be so marked. 

(Whereupon, the document was marked 

as PPL Cross-Examination Exhibit 

JUDGE CHESTNUT: 

(No response.) 

JUDGE CHESTNUT: 

No. 1 for ide n t i f i c a t i o n . ) 

Any o b j e c t i o n t o i t s admission? 

I t ' s admitted. 

(Whereupon, the document marked as 

PPL Cross-Examination Exhibit No. 

1 was received i n evidence.) 

MR. HASSELL: Thank you, Your Honor. 

JUDGE CHESTNUT: Do you have a copy f o r me and the 

court r e p o r t e r ? 

MR. HASSELL: Yes, Your Honor. 

JUDGE CHESTNUT: Thank you. 

Now, normally what I would do at t h i s p o i n t -- are 
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1 there any other p r e l i m i n a r y matters? 

2 MR. MacGREGOR: I d i d , I guess -- Mr. Hassell 

3 reminded me, I handed the s t i p u l a t i o n t o the court r e p o r t e r 

4 and Your Honor between Reliant and PPL, but I d i d not mark 

5 i t or move i t , so i f I could mark t h a t as PPL Hearing 

6 E x h i b i t 2 and ask t h a t i t be admitted? 

7 JUDGE CHESTNUT: I wasn't a c t u a l l y going t o c a l l i t 

anything, but i t ' s probably a good idea. Cross E x h i b i t 2, 

9 and t h a t ' s obviously admitted, t o the extent t h a t i t needs 

10 t o be. 

11 (Whereupon, the document was marked 

12 as PPL Cross-Examination Exhibit 

13 No. 2 for i d e n t i f i c a t i o n , and was 

14 received i n evidence.) 

15 JUDGE CHESTNUT: Anything else? 

16 (No response .) 

17 JUDGE CHESTNUT: I was going t o say, at t h i s p o i n t 

18 what I would normally do would be t o go through the 

19 witnesses whose testimony can be admitted through 

20 s t i p u l a t i o n so t h a t perhaps the counsel don't have t o hang 

21 around i f they don't want t o . 

22 Does anybody want t o s t a r t w i t h that? 

23 Mr. Swindler. 

24 MR. SWINDLER: Yes, that would be fine, Your Honor. 

25 Thank you. 
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1 JUDGE CHESTNUT: Are you moving i n your witness' 

2 testimony or not? 

3 MR. SWINDLER: Yes, Your Honor. We have served t o 

4 a l l the p a r t i e s SEF Statement No. 1, the d i r e c t testimony of 

5 Rex A. D'Agostino, w i t h attached SEF E x h i b i t 1. We've also 

6 served what I've i d e n t i f i e d as SEF Statement No. 1-SR, the 

7 s u r r e b u t t a l testimony of Dr. D'Agostino. As Mr. Hassell 

8 i n d i c a t e d , the company has agreed t h a t t h a t testimony and 

9 e x h i b i t can be s t i p u l a t e d i n t o the record. 

10 JUDGE CHESTNUT: Any objection? 

11 (No response . ) 

12 JUDGE CHESTNUT: The testimony i s admitted. 

13 (Whereupon, the documents were 

14 marked as SEF Statement No. 1, SEF 

15 Exhibit No. 1, and SEF Statement 

16 No. 1-SR for i d e n t i f i c a t i o n , and 

17 were received i n evidence.) 

18 MR. SWINDLER: Your Honor, j u s t so the record i s 

19 c l e a r , copies have been provided t o the court r e p o r t e r . 

20 JUDGE CHESTNUT: That's f i n e . 

21 MR. SWINDLER: Thank you, Your Honor. 

22 JUDGE CHESTNUT: Anybody else? 

23 MR. MICKENS: Yes, Your Honor. Your Honor, OTS 

24 Statement No. 1 of David Keim has been distributed to the 

25 p a r t i e s . The matrix i n d i c a t e s t h a t there's no cross-
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1 examination f o r Mr. Keim, the company has not i n d i c a t e d they 

2 have any cross, so I would move at t h i s time the admittance. 

3 of OTS Statement No. 1, the d i r e c t testimony of David Keim 

4 f o r the O f f i c e of T r i a l S t a f f . 

5 JUDGE CHESTNUT: Any objection? 

6 MR. HASSELL: No, Your Honor. 

7 JUDGE CHESTNUT: The statement i s admitted. Thank 

8 you, Mr. Mickens. 

9 MR. MICKENS: Thank you. 

10 {Whereupon, the document was marked 

11 as OTS Statement No. 1 for 

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

13 evidence.) 

14 JUDGE CHESTNUT: Anybody else? 

15 MR. MULLINS: Your Honor, i f I may, I don't have 

16 Ms. Alexander's copies here t h i s morning, but I can r e t u r n 

17 t o the o f f i c e and procure those f o r the afternoon session, 

18 i f Your Honor permits? 

19 JUDGE CHESTNUT: That's f i n e . Do you want t o do i t 

20 now? 

21 MR. MULLINS: Your Honor, I can c e r t a i n l y do t h a t . 

22 JUDGE CHESTNUT: That would be Statement 2R? 

23 MR. MULLINS: Yes, Your Honor, the r e b u t t a l testimony 

24 of Barbara R. Alexander. 

25 JUDGE CHESTNUT; Any objection? 
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m 

1 (No response.) 

2 JUDGE CHESTNUT: The document i s a d m i t t e d . 

3 (Whereupon, the document was marked 

4 as OCA Statement No. 2R for 

5 i d e n t i f i c a t i o n , and was r e c e i v e d i n 

6 evidence.) 

7 MR. MULLINS: Thank you, Your Honor. 

8 JUDGE CHESTNUT: Thank you. 

9 Anybody els e ? 

10 (No response . ) 

11 JUDGE CHESTNUT: Oh, come on. Geez, t h a t ' s t he most 

12 you c o u l d come up w i t h ? 

13 (No response . ) 

14 JUDGE CHESTNUT: Okay. Then I guess t h a t takes us t o 

15 our f i r s t w i t n e s s . 

16 MR. MacGREGOR: Yes, Your Honor. We would c a l l as 

17 our f i r s t w i t n e s s Mr. Douglas A. K r a l l , K-r-a-1-1. 

18 JUDGE CHESTNUT: Now, as I i n d i c a t e d p r e v i o u s l y i n my 

19 e - m a i l t o you, I do not have c o p i e s o f t h e t e s t i m o n y , so I 

20 p l a n t o e i t h e r use one o f the c o u r t r e p o r t e r ' s , i f you've 

21 g i v e n i t t o him, o r i f you an e x t r a , I would a p p r e c i a t e i t . 

22 (Document handed t o Judge Chestnut.) 

23 Thank you. 

24 (Pause.) 

25 JUDGE CHESTNUT: Mr. K r a l l , do you want t o r a i s e y our 
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r ight hand, please? 

Whereupon, 

DOUGLAS A. KRALL 

having been duly sworn, t e s t i f i e d as follows: 

JUDGE CHESTNUT: You may be seated. Please give and 

s p e l l your name f o r the record. 

THE WITNESS: My name i s Douglas, w i t h one M s " , A. 

K r a l l , K-r-a-1-1. 

JUDGE CHESTNUT: Okay, Mr. MacGregor, when you're 

ready. 

MR. MacGREGOR: Thank you, Your Honor. Just a 

minute, please. 

(Pause.) 

DIRECT EXAMINATION 

BY MR. MacGREGOR: 

Q. Good morning, Mr. K r a l l . Please s t a t e by whom 

you're employed and i n what capacity. 

A. I'm employed by PPL E l e c t r i c U t i l i t i e s . My 

t i t l e i s Manager - Regulatory Strategy. 

MR. MacGREGOR: Your Honor, I would l i k e t o mark f o r 

i d e n t i f i c a t i o n purposes the p r e v i o u s l y served testimony of 

Mr. K r a l l , which consists of h i s Statement No. 1 and 

attached E x h i b i t DAK-1. 

JUDGE CHESTNUT: Are you going t o do DAK-2 separately 

or as p a r t of t h i s ? Wasn't th a t also w i t h t h i s ? 
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MR. MacGREGOR: Yes, i t ' s also DAK-2. And then h i s 

r e b u t t a l testimony i n redacted form, which was d i s t r i b u t e d 

t h i s morning, which I would ask t o be marked f o r 

i d e n t i f i c a t i o n as PPL Statement No. 1-R, w i t h attached 

E x h i b i t s DAK-3 and 4. 

JUDGE CHESTNUT: The documents w i l l be so marked. 

(Whereupon, the documents were 

marked as PPL Statement No. 1 w i t h 

E x h i b i t s DAK-1 and DAK-2, and PPL 

Statement No. 1-R w i t h E x h i b i t s 

DAK-3 and DAK-4 f o r 

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

BY MR. MacGREGOR: 

Q. Mr. K r a l l , do you have the documents t h a t have 

been marked f o r i d e n t i f i c a t i o n as PPL E l e c t r i c U t i l i t i e s 

Statement l . Statement 1-R and E x h i b i t s DAK-1 through 4 w i t h 

you? 

A. I do, but maybe I should have the redacted 

v e r s i o n of 1-R j u s t t o make sure t h a t my pagi n a t i o n i s the 

same. 

(Document handed to witness.) 

A. Thanks. 

Q. Was the i n f o r m a t i o n i n these documents prepared 

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

A. Yes, i t was. 
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1 Q. Do you have any c o r r e c t i o n s t o make t o any of 

2 those documents at t h i s time? 

3 A. Yes. I believe we have one c o r r e c t i o n . I n 

4 Statement 1-R there's an i n c o r r e c t e x h i b i t reference, and I 

5 be l i e v e Mr. Hassell had t h a t marked i n h i s copy. 

6 MR. HASSELL: Your Honor, i f I may? 

7 Mr. K r a l l , could you please t u r n t o page 2 8 of your 

8 testimony? 

9 THE WITNESS: I have t h a t . 

10 MR. HASSELL: Looking at l i n e 4, the reference there 

11 t h a t says E x h i b i t DAK-3, --

12 THE WITNESS: Yes. 

13 MR. HASSELL: - - i s t h a t an accurate e x h i b i t number? 

14 THE WITNESS: No. I n f a c t , t h a t should be DAK-4. 

15 MR. HASSELL: Thank you. 

16 BY MR. MacGREGOR: 

17 Q. Any f u r t h e r a d d i t i o n s or c o r r e c t i o n s t o your 

18 testimony? 

19 A. No, I have none. 

20 MR. MacGREGOR: Your Honor, subject t o cross-

21 examination and t i m e l y motion, we would move the admission 

22 of PPL Statement 1, Statement 1-R, and E x h i b i t s DAK-1 

23 through 4 . 

24 JUDGE CHESTNUT: Is there any objection? 

25 (No response .) 
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1 JUDGE CHESTNUT: The documents are admitted. 

2 {Whereupon, the documents marked as 

3 PPL Statement No. 1 with Exhibits 

4 DAK-1 and DAK-2, and PPL Statement 

5 No. 1-R with Exhibits DAK-3 and 

6 DAK-4 were received i n evidence.) 

7 MR. MacGREGOR: Your Honor, I also have b r i e f , three 

8 or f o u r questions, r e j o i n d e r testimony from Mr. K r a l l and 

9 two associated e x h i b i t s I ' d l i k e t o mark f o r i d e n t i f i c a t i o n . 

10 (Pause. ) 

11 MR. MacGREGOR: Your Honor, i f I could ask th a t those 

12 be marked f o r i d e n t i f i c a t i o n as DAK-5 and DAK-6, as so 

13 indicated? 

14 JUDGE CHESTNUT: T h e y ' l l be so marked. 

15 (Whereupon, the documents were 

16 marked as PPL Exhibits DAK-5 and 

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

18 BY MR. MacGREGOR: 

19 Q. Mr. K r a l l , i n h i s s u r r e b u t t a l testimony, OCA 

20 witness Estomin, page 3, l i n e 13, notes t h a t w i t h respect t o 

21 the company's RS r a t e design, t h a t l a r g e usage customers, 

22 i n d i c a t i n g those i n the 3,000 k i l o w a t t per month range or 

23 more, may see higher than average increases i n rates under 

24 the company's amended proposal and th a t some continued 

25 b l o c k i n g of the RS rates would be d e s i r a b l e . Have you done 
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1 any a d d i t i o n a l analysis of the e f f e c t of the company's 

2 proposal on high use customers w i t h i n Rate RS? 

3 A. Yes, we have, and t h a t would be captured i n 

4 E x h i b i t DAK-6. 

5 Q. What do you conclude from t h a t e x h i b i t ? 

6 A. What DAK-6 does i s l a y out the e f f e c t of the 

7 d e c l i n i n g block r a t e on customer b i l l s , the e f f e c t of 

8 e l i m i n a t i n g the d e c l i n i n g block r a t e on customer b i l l s at 

9 various usage l e v e l s . 

10 The way i t ' s constructed i s t o i d e n t i f y the average 

11 customer usage, which i s on the order of a thousand 

12 k i l o w a t t - h o u r s , c a l c u l a t e the energy and capacity component 

13 of the b i l l associated w i t h t h a t usage l e v e l , and then apply 

14 t h a t as i f t h a t ' s the standard f l a t r a t e f o r a l l b i l l 

15 groups. 

16 I n t h a t way, you're dealing w i t h a constant energy 

17 market, a constant p o i n t i n time, and the only change y o u ' l l 

18 see by doing the b i l l c a l c u l a t i o n r e l a t i v e t o other usage 

19 l e v e l s then would be the e f f e c t of the d e c l i n i n g block. 

20 So i n regard t o the 3,000 k i l o w a t t - h o u r l e v e l , you 

21 look across the bottom of the chart t o the 3,000 k i l o w a t t -

22 hour bar t h a t ' s portrayed there, and reading up t o the l i n e 

23 graph above, see t h a t the d i s l o c a t i o n associated w i t h the 

24 e l i m i n a t i o n of the d e c l i n i n g block and i n s t i t u t i o n of a f l a t 

25 r a t e would be on the order of about f i v e percent, read on 
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1 the r i g h t hand axis of t h a t graph. 

2 The bars themselves i n d i c a t e the numbers of customers 

3 who have average -- a c t u a l l y , i t ' s the number of customer 

4 b i l l s t h a t f i t i n t o those categories, so i t would be the 

5 number of monthly b i l l s , each customer g e t t i n g 12 b i l l s a 

6 year, and you can see t h a t i t ' s also a r e l a t i v e l y small 

7 number. Those blocks are d e c l i n i n g p r e t t y r a p i d l y . 

8 I don't have the data behind the spreadsheet, but 

9 j u s t using k i n d of an e y e b a l l , I would say t h a t they're 

10 probably less than 100,000 b i l l s t h a t would be rendered i n 

11 an e n t i r e year, so d i v i d e t h a t number by 12 and you've got 

12 on the order of maybe 10,000 customers, something 1ike t h a t , 

13 as a round estimate of the people t h a t would be a f f e c t e d t o 

14 t h a t l e v e l . And again, the l e v e l i s only f i v e percent. 

15 Q. Mr. K r a l l , i n h i s s u r r e b u t t a l testimony at pages 

16 two and three, Mr, Lacey compares PPL's rates w i t h LMP 

17 p r i c e s t h a t were presented i n your r e b u t t a l testimony and 

18 concludes t h a t i n many of the months analyzed, PPL's rates 

19 were higher than the monthly LMP p r i c e . 

20 Have you prepared any f u r t h e r a n a l y s i s of t h i s 

21 comparison? 

22 A. Yes, I have, and E x h i b i t DAK-5 i s p a r t of t h a t 

23 a n a l y s i s . 

24 Q. Can you comment on the comparison presented by 

25 Mr. Lacey? 
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1 A. C e r t a i n l y . I n h i s testimony, Mr. Lacey looks 

2 back at E x h i b i t DAK-3 which i s a t a b u l a t i o n of h i s t o r i c a l 

3 average monthly LMP pr i c e s i n the PPL zone and reaches the 

4 conclusion t h a t those p r i c e s are g e n e r a l l y less than the 

5 energy and capacity component of PPL's b i l l , and th e r e f o r e 

6 suggests t o him t h a t monthly p r i c i n g i s a c t u a l l y a good way 

7 t o address the needs of r e s i d e n t i a l customers, and th a t i n 

8 f a c t i n 44 of the 49 months represented i n DAK-3, 

9 r e s i d e n t i a l customers would have been b e t t e r o f f g e t t i n g 

10 t h e i r p r i c e s i n the monthly market than from PPL's t a r i f f e d 

U r a t e f o r energy and capacity. 

12 And the presumption i s then t h a t going forward, i t 

13 would also be appropriate then t o use a monthly average 

14 p r i c e . 

15 I take exception w i t h Mr. Lacey's analysis t o the 

16 extent t h a t he's r e a l l y comparing an apple and an orange, 

17 t h a t LMP, the l o c a t i o n a l marginal p r i c e , r e f l e c t s energy 

18 only and doesn't r e f l e c t a l l of the components t h a t go i n t o 

19 g e t t i n g energy and capacity t o the customer. 

20 So i t ' s t r u e t h a t DAK-3 represents energy costs only, 

21 but he uses an e x h i b i t , I believe i t ' s FPL-2, as a 

22 r e p r e s e n t a t i o n of our t a r i f f and compares the two, and 

23 t h a t ' s inaccurate. 

24 DAK-5 addresses t h a t issue by s o r t of c o r r e c t i n g 

25 FPL-2, and l e t me walk you through E x h i b i t DAK-5 so we can 
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see what those components are. 

Working from Mr. Lacey's E x h i b i t No. 2.f he c o r r e c t l y 

i d e n t i f i e s PPL's average and capac i t y charge f o r 2006., and 

I've c a r r i e d t h a t over on E x h i b i t DAK-5. That's 5.03 -cents, 

and t h a t comes from h i s e x h i b i t and i s c o r r e c t r e l a t i v e t o 

our t a r i f f . 

That f i g u r e includes gross r e c e i p t s tax, which i s not 

something t h a t ' s a component of the l o c a t i o n a l marginal 

p r i c e , so we've removed the gross r e c e i p t s tax. 

As the name would suggest, an energy and capacity 

r a t e includes capacity. Locational marginal p r i c e i s energy 

only, so we must s t r i p out a capacity amount as w e l l . 

I n order t o get energy t o end use customers, you have 

to put more energy i n t o the wires than a c t u a l l y comes out at 

the meters, because there are losses along the way, so we 

need t o r e f l e c t losses i n t h i s c a l c u l a t i o n . 

And we also need t o r e f l e c t the f a c t t h a t the 

l o c a t i o n a l marginal p r i c e f i g u r e s t h a t I've used i n DAK-3 

are a c t u a l h o u r l y averages, so they represent 72 0 numbers, 

ho u r l y values d i v i d e d by 720. 

They don't r e f l e c t the f a c t t h a t customers may use 

more energy i n a p a r t i c u l a r hour and then t h e i r weighted 

average purchase, i f you w i l l , would be skewed by t h a t 

amount. 

So the load f o l l o w i n g f a c t o r r e f l e c t s the f a c t t h a t 
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most usage occurs during on-peak hours and t h a t there needs 

to be a higher number than j u s t a 720 hour average. 

S t r i p p i n g those th i n g s away, the underlying LMP t h a t 

would produce the 5.03 cent r a t e i s a c t u a l l y 3.39 cents. 

And i f I look back at E x h i b i t DAK-3, I f i n d t h a t only on 16 

occasions would t h a t have been a p r e f e r r e d o p t i o n t o PPL's 

energy and capacity charge, and i n f a c t at no time i n the 

l a s t 25 months of t h a t e x h i b i t would i t have been preferred,. 

I n a l l cases, the monthly average LMP would have produced a 

higher p r i c e f o r customers. 

Q. Mr. K r a l l , at page fo u r of h i s s u r r e b u t t a l 

testimony, Mr. Lacey comments on the discussion of monthly 

b i l l i n g and some d i f f i c u l t i e s you discussed i n your r e b u t t a l 

testimony regarding such b i l l i n g . Do you have a f u r t h e r 

c l a r i f i c a t i o n t o make regarding t h a t point? 

A. Yes, I do. Mr. Lacey r a i s e s a couple of issues 

-- w e l l , l e t me step back. I n r e b u t t a l testimony, we 

commented on the f a c t t h a t Mr. Lacey's proposal t o purchase 

energy monthly and then b i l l i t t o customers monthly would 

end up being a s i g n i f i c a n t p o i n t of confusion, we b e l i e v e , 

f o r customers and r e q u i r e s i g n i f i c a n t consumer education. 

I n e f f e c t , what would happen would be, every monthly 

b i l l , except f o r about 500 customers on PPL's system who get 

true calendar month b i l l s , would have to be prorated. 

And f u r t h e r complicating the problem, depending on 
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1 when the procurement i s done, customers may not a c t u a l l y 

2 have a p r i c e against which they can shop because the 

3 Commission has r u l e s f o r the time r e q u i r e d t o make a switch 

4 t o an EGS, and i t requires at l e a s t 16 days p r i o r t o the 

5 meter reading on which the switch i s going t o be e f f e c t i v e . 

6 So i t ' s conceivable t h a t since the company b i l l s 

7 customers, and most companies do i t the same way, over 20 

8 b i l l groups spread throughout the month, i t ' s e n t i r e l y 

9 pos s i b l e t h a t some group of customers w i l l never know the 

10 p r i c e f o r the next month and t h e r e f o r e never have a basis 

11 f o r doing a shopping comparison. 

12 Mr. Lacey p o i n t s out i n h i s s u r r e b u t t a l t h a t the 

13 company does pr o r a t e b i l l s on an o r d i n a r y basis, t h a t i n 

14 each of the l a s t several years we have had changes 

15 occasioned by changes i n STAS, changes i n the r e c o n c i l i a t i o n 

16 of CTC and ITC, a d i s t r i b u t i o n r a t e case, t h a t have caused 

17 us t o p r o r a t e b i l l s . And indeed, we have done t h a t . 

18 But r e a l l y , he quotes 15 d i f f e r e n t occasions, and 

19 r e a l l y , i t ' s not 15 d i f f e r e n t occasions because many of them 

20 coincide w i t h the January 1st e f f e c t i v e date. So i n e f f e c t , 

21 we've pro r a t e d b i l l s i n each year, and indeed, our system 

22 can do t h a t . 

23 I be l i e v e our system could probably even do the 

24 p r o r a t i n g each month th a t Mr. Lacey suggests would be 

25 r e q u i r e d . We f e e l t h a t t h a t ' s an unnecessary burden and 
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# confusion f o r customers. 

2 I n a d d i t i o n , Mr. Lacey makes the p o i n t t h a t PPL Gas 

3 does at l e a s t q u a r t e r l y changes w i t h changes i n the PGC, and 

4 t h e r e f o r e PPL E l e c t r i c ought t o also be able t o do t h a t . 

5 I t should be noted f o r the record, so t h a t things are 

6 c l e a r , t h a t PPL Gas has i t s own b i l l i n g system and does i t s 

7 own b i l l i n g separate and apart from PPL E l e c t r i c . 

8 Q. I n a d d i t i o n , Mr. K r a l l , w i t h respect t o a 

9 comparison t o a gas u t i l i t y , does PPL Gas acquire i t s 

10 supplies on a p o r t f o l i o basis or i n the spot market? 

11 A. I be l i e v e PPL Gas acquires gas on a p o r t f o l i o 

12 basis. 

13 Q. Are i t s rates subject t o r e c o n c i l i a t i o n ? 

14 A. Yes, they are. 

15 Q. F i n a l l y , Mr. K r a l l , r e f e r r i n g t o FirstEnergy 

16 Witness P r e z e l j , at pages fo u r and f i v e of her s u r r e b u t t a l 

17 testimony she states her opinion t h a t PPL's rev i s e d proposal 

18 regarding large C&I customers i s unacceptable as compared t o 

19 PPL's o r i g i n a l proposal because i t creates more work and 

20 creates more r i s k t o s u p p l i e r s of an inaccurate load shape. 

21 Can you comment on t h a t , please? 

22 A. Yes, I can, and maybe i t would be w e l l t o s t a r t 

23 by r e c a l l i n g the o r i g i n a l proposal which, i n the i n t e r e s t of 

24 seeking t o provide s u p p l i e r s more assurance of what 

25 customers they were going t o serve, would have had customers 
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1 i n d i c a t e ahead of time whether they wanted f i x e d p r i c e 

2 service or not. 

3 We recognize t h a t we would be asking customers t o 

4 commit t o a service whose term they knew but whose p r i c e 

5 they had no idea o f . 

6 The o b j e c t i v e was t o provide i n f o r m a t i o n t o the 

7 s u p p l i e r s t h a t would reduce t h e i r r i s k and thereby produce a 

8 lower p r i c e than might otherwise be achieved. 

9 I n response t o testimony of other p a r t i e s and 

10 discussions t h a t were held, we r e v i s e d t h a t proposal t o now 

11 simply ask customers of t h e i r i n t e r e s t i n t h a t type of 

12 product, a f i x e d p r i c e product, ahead of time; i n th a t way, 

13 create a pool of customers who at l e a s t had, there would be 

14 some confidence t h a t there would be i n t e r e s t ; d i d n ' t provide 

15 the assurance t h a t our o r i g i n a l proposal would t o s u p p l i e r s , 

16 but provided s t i l l some outward bound of who the customers 

17 might be who they would be asked t o serve. 

18 Upon bi d d i n g the service and seeing the p r i c e , 

19 customers i n t h a t pool t h a t had e l e c t e d had the o p p o r t u n i t y 

20 i n our proposal t o opt out of t h a t s e r v i c e . 

21 So indeed, Ms. Prezelj i s c o r r e c t , there i s less 

22 knowledge a v a i l a b l e t o s u p p l i e r s than there was before. The 

23 purpose i s s t i l l , provide some knowledge, e l i m i n a t e some of 

24 the r i s k i n the bidding, and perhaps produce a more 

25 favorable p r i c e . 
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Her proposal would have us o f f e r -- s o l i c i t , excuse 

2 me, f i x e d p r i c e service f o r a l l customers and then ask 

3 customers whether they wanted the service or not. 

4 m t h a t instance, we'd be s o l i c i t i n g f o r customers 

5 who c l e a r l y had no desire t o take the service and they would 

6 skew the p o p u l a t i o n and introduce u n c e r t a i n t y i n t h a t way. 

7 So I t h i n k i t needs t o be c l e a r t h a t while our 

modified proposal provides less i n f o r m a t i o n t o the su p p l i e r s 

9 than our o r i g i n a l proposal, i t provides more i n f o r m a t i o n 

10 than her proposal and t r i e s t o balance the needs of 

11 customers t o have c e r t a i n t y about the p r i c e of the service 

12 they're going t o be buying w i t h c e r t a i n t y t o su p p l i e r s f o r 

13 the service they're going t o be p r o v i d i n g t o customers. 

14 One f i n a l element i s the issue t h a t the process of 

15 s o l i c i t i n g customers' i n t e r e s t and then having them opt i n 

16 or not opt i n i s a d m i n i s t r a t i v e l y burdensome. I t ' s not. 

17 We're t a l k i n g only about 1,500 customers i n t h i s p a r t i c u l a r 

18 group. The company has proposed a consumer ed program t h a t 

19 would be b u i l t f o r t h i s group around i t s needs., i n 

20 p a r t i c u l a r t o educate i t of the e l e c t i o n s t h a t i t had t o 

21 make and the steps t h a t would be a v a i l a b l e t o make those 

22 choices. So we're f u l l y prepared t o do t h a t , and t h a t would 

23 be no p a r t i c u l a r a d m i n i s t r a t i v e burden. 

24 MR. MacGREGOR: Thank you, Mr. K r a l l . 

25 Your Honor, t h a t completes Mr. K r a l l ' s r e j o i n d e r . 

COMMONWEALTH REPORTING COMPANY (717) 761-7150 



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 

73 

I'd l i k e t o move the admission of DAK-5 and 6, and Mr. K r a l l 

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

JUDGE CHESTNUT: Any o b j e c t i o n t o the admission of 

the e x h i b i t s ? 

(No response.) 

JUDGE CHESTNUT: They're admitted. 

(Whereupon, the documents marked as 

PPL E x h i b i t s DAK-5 and DAK-6 were 

received i n evidence.) 

JUDGE CHESTNUT: Now, i n terms of order of cross, 

what I'm going t o do i s I'm going t o go down my g r i d and 

c a l l the p a r t y t h a t has i n d i c a t e d they have cross f o r Mr. 

K r a l l , and when i t ' s your t u r n , come up and s i t at the t a b l e 

t o do your cross, okay? 

Now, t h a t would be C o n s t e l l a t i o n , but I don't -- Ms. 

Corson, are you going t o do t h a t , or do you want t o wait f o r 

Mr. Lewis? 

MS. CORSON: No, Your Honor. I be l i e v e we are going 

t o wait u n t i l we can po s s i b l y reach --

JUDGE CHESTNUT: Are you going t o wait on a l l of i t ? 

Okay. 

MS. CORSON: I f t h a t ' s okay w i t h you. 

JUDGE CHESTNUT: C e r t a i n l y . I j u s t don't want t o 

lose you, so speak up i f I f o r g e t . 

MS. CORSON: Thank you. 
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1 JUDGE CHESTNUT: Okay. D i r e c t Energy? 

2 (Pause.) 

3 JUDGE CHESTNUT: And please i d e n t i f y y o u r s e l f f o r the 

4 b e n e f i t of the court r e p o r t e r . 

5 MR. MOODY: Yes. Good morning. My name i s Kevin 

6 Moody. I'm w i t h Wolf, Block, Schorr & Solis-Cohen, here on 

7 behalf of D i r e c t Energy, also the R e t a i l Energy Supply 

As s o c i a t i o n and also S t r a t e g i c Energy. 

9 JUDGE CHESTNUT: Now, are you crossing on behalf of 

10 a l l your c l i e n t s now, or are you going t o do them 

11 separately? 

12 MR. MOODY: I ' d l i k e t o cross on behalf of a l l of 

13 them. 

14 JUDGE CHESTNUT: So t h a t ' s RESA, and d i d you say 

15 S t r a t e g i c , too? 

16 MR. MOODY: S t r a t e g i c , yes. 

17 JUDGE CHESTNUT: Okay. 

18 CROSS-EXAMINATION 

19 BY MR. MOODY: 

20 Q- Good morning, Mr. K r a l l . 

21 A. Good morning, Mr. Moody. 

22 Q. Now, i s i t c o r r e c t t o say t h a t PPL i s o f f e r i n g 

23 t h i s bridge plan w i t h the expectation t h a t the Commission 

24 w i l l issue f i n a l POLR r e g u l a t i o n s e f f e c t i v e f o r 2011? 

25 A. We've submitted the bridge p l a n f o r Commission 
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1 approval, not knowing e x a c t l y when the POLR re g u l a t i o n s w i l l 

2 be e f f e c t i v e or knowing when t h e y ' l l be issued. They could 

3 be e f f e c t i v e 2010. They could be e f f e c t i v e June of 2007. 

4 Q. So i s PPL abs o l u t e l y r u l i n g out t h a t PPL would 

5 or could propose a s i m i l a r m u l t i p l e year procurement 

6 methodology i f the PUC f a i l s t o promulgate r e g u l a t i o n s t h a t 

7 are e f f e c t i v e 2011? 

8 A. I've i n d i c a t e d i n my testimony t h a t t h a t i s 

9 something t h a t we would consider doing i f there are no 

10 r e g u l a t i o n s . I t h i n k we may have also t e s t i f i e d t o th a t 

11 f a c t i n the en banc hearings e a r l i e r t h i s year. 

12 But i t needs t o be c l e a r l y understood t h a t we're not 

13 requesting approval of anything more than a plan f o r one 

14 year procurement f o r 2010. There's nothing i n t h i s f i l i n g 

15 t h a t requests the Commission approve subsequent years' plans 

16 or subsequent year procurements. 

17 Q. But d i d I understand you t o say t h a t you're not 

18 r u l i n g out proposing a s i m i l a r or the same type of 

19 procurement f o r years a f t e r 2010? 

20 A. Depending on how events t u r n out and whether 

21 there are or are not r e g u l a t i o n s , no, we are not r u l i n g t h a t 

22 out. 

23 Q. Thank you. On page 12, l i n e s three t o eight of 

24 your r e b u t t a l testimony, you s t a t e t h a t having an hourly 

25 p r i c e service as the only d e f a u l t service i s unprecedented. 
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1 Are you f a m i l i a r w i t h Duquesne POLR-3 market design f o r 

2 l a r g e C&I customers? 

3 A. Generally f a m i l i a r w i t h i t . 

4 Q. Are you aware or would you accept subject t o 

5 check at l e a s t t h a t , pursuant t o the Commission's order i n 

6 Duquesne's POLR-3 case, t h a t Duquesne w i l l not o f f e r a f i x e d 

7 p r i c e service f o r the large C&I customers a f t e r May of 2007? 

A. I'd have t o check t o be sure. 

9 Q. But you would accept t h a t t h a t i s c o r r e c t 

10 subject t o check? 

11 A. Subject t o check. I know t h a t there were 

12 s i g n i f i c a n t discussions around Duquesne's POLR-3 f i l i n g and 

13 the u l t i m a t e r e s o l u t i o n of t h a t . I'm not aware of what the 

14 f i n a l order says s p e c i f i c a l l y , so I ' d have t o check. 

15 Q. And i f the order said as I st a t e d , would t h a t 

16 c o n s t i t u t e precedent f o r an HPS, hourl y p r i c e service, as 

17 the only d e f a u l t service? 

18 A. I don't know t h a t i t sets precedent. I'd have 

19 t o look at the language of the order. I know p l e n t y of the 

20 orders t h a t the Commission has issued i n these cases, UGI i n 

21 p a r t i c u l a r , s p e c i f i c a l l y s t a t e they're non-precedential. 

22 

23 

24 

25 

I f i t i s the f a c t t h a t there i s h o u r l y service, then 

I would stand corrected, t h a t we would not be the only one, 

but as f a r as whether t h a t e s t a b l i s h e s a precedent or not, 

I'd have t o look at the language of the order. 
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1 And I know, as I said, i n c e r t a i n circumstances the 

2 language i s very c l e a r t h a t i t does not set precedent. 

3 Q. On page 13 of your r e b u t t a l testimony, l i n e s 14 

4 through 17, you say tha t i t ' s very r i s k y t o assume th a t EGSs 

5 would come i n and o f f e r f i x e d p r i c e a l t e r n a t i v e s t o 

6 customers w i t h an hourly p r i c e service as the only d e f a u l t . 

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

8 Q. Are you f a m i l i a r w i t h the shopping s t a t i s t i c s or 

9 at l e a s t the amount of load served by competitive s u p p l i e r s 

10 i n the Duquesne large C&I market? 

U A. I'm gen e r a l l y aware t h a t there i s f a i r l y robust 

12 shopping i n t h a t group, yes. 

13 Q. And are you aware when t h a t robust shopping 

14 occurred i n r e l a t i o n t o the POLR-3 r a t e design? 

15 A. I ' d have t o look at s t a t i s t i c s t o know ex a c t l y 

16 when i t occurred, but I can also t e l l you t h a t I don't know 

17 whether those customers who shopped are buying the f i x e d 

18 p r i c e product or not. 

19 Q. On page 20, l i n e s 17 through 19 of your 

20 r e b u t t a l , you t a l k about the subject t h a t you t a l k e d about 

21 i n your o r a l r e j o i n d e r today, and t h a t i s the cost t o 

22 administer a monthly p r i c i n g proposal such as Di r e c t has 

23 proposed. How much would t h a t cost f o r PPL t o prorate the 

24 b i l l s as you said t h i s morning t h a t PPL could do? 

25 A. I don't have an estimate f o r how much i t would 
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cost, and I haven't proposed an estimate. My as s e r t i o n was 

t h a t i t would cost considerably more than what we had 

proposed i n terms of the CBP. 

Q. And what i s the cost associated w i t h the CBP 

t h a t you would be comparing, the a d m i n i s t r a t i v e costs --

A. The cost of the CBP i s b a s i c a l l y what we spend 

now on b i l l i n g , because the CBP would f i t n i c e l y i n t o our 

e x i s t i n g b i l l i n g s t r u c t u r e and our e x i s t i n g b i l l i n g system 

would work: w e l l w i t h i t . 

I don't t h i n k there would be any incremental costs 

associated w i t h the CBP, so anything t h a t would cost more 

would be considerably greater. 

Q. And what i s the a d m i n i s t r a t i v e cost f o r the 

b i l l i n g under your proposed plan? 

A. I t ' s whatever i s c u r r e n t l y r e f l e c t e d i n rat e s , 

and I don't have the f i g u r e f o r a m o r t i z i n g our b i l l i n g 

system over the customers or the CSRs who do the b i l l i n g or 

any of those t h i n g s , I'm sorry. 

MR. MOODY: I'd l i k e t o make a data request f o r PPL's 

estimated cost of i s s u i n g p r o r a t e d b i l l s according t o D i r e c t 

Energy's monthly p r i c i n g proposal. 

MR. MacGREGOR: I don't know i f we've prepared any 

such estimate. I f we have an estimate, w e ' l l provide i t . 

JUDGE CHESTNUT: I f you have i t , provide i t . I f not, 

I don't t h i n k i t ' s necessary t o generate one. 
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1 BY MR. MOODY: 

2 Q. Mr. K r a l l , on your E x h i b i t DAK-5, could you 

3 e x p l a i n how t h a t capacity charge i s calculated? 

4 A. The capacity charge f i g u r e i s the same f i g u r e 

5 t h a t we've used e a r l i e r i n t h i s proceeding i n response t o an 

6 i n t e r r o g a t o r y from the Consumer Advocate, Set I , No. 4. So 

7 we chose t o use the same methodology. I t r e f l e c t s an 

8 estimate of the capacity market i n PJM. 

9 Q. Thank you. And the losses at 9 percent on t h a t 

10 schedule, where does --

11 A. That's a f i g u r e t h a t ' s a c t u a l l y included i n our 

12 a l t e r n a t e s u p p l i e r t a r i f f t h a t ' s approved by the Commission, 

13 a v a i l a b l e on the Web s i t e . I t ' s the f i g u r e t h a t ' s used f o r 

14 s e t t l i n g losses at t h a t l e v e l w i t h EGSs, e l e c t r i c generation 

15 s u p p l i e r s . 

16 And i t ' s s p e c i f i c t o the lowest voltage l e v e l , so we 

17 were doing a c a l c u l a t i o n f o r r e s i d e n t i a l customers, so i t 

18 would be the r e s i d e n t i a l customer voltage l e v e l . 

19 Q. Now, w i t h the f i l i n g , PPL estimated about a 20 

20 t o 30 percent increase i n t o t a l b i l l f o r a r e s i d e n t i a l 

21 customer, I believe? 

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

23 Q. Does the company have an update of t h a t forecast 

24 using the same methodology? 

25 A. No, we do not. 
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MR. MOODY: May I approach the witness? 

JUDGE CHESTNUT: C e r t a i n l y . Are you going t o make 

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

MR. MOODY: Yes. I've given you what I would l i k e t o 

have marked as D i r e c t Energy Cross-Examination E x h i b i t No. 

1. 

JUDGE CHESTNUT I t w i l l be so marked. 

(Whereupon, the document was marked 

as D i r e c t Energy Cross-Examination 

No. 1 f o r i d e n t i f i c a t i o n . ) 

BY MR. MOODY: 

Q. Do you recognize t h i s as your response to an 

i n t e r r o g a t o r y of Reliant Energy Set IV, No. 7, at leas t 

Section B or Part B? 

A. Yes, I do. 

Q. And i n t h a t response, do you s t a t e t h a t the 

company estimates a 15 t o 25 percent increase? 

A. Yes. I had f o r g o t t e n t h a t we had done t h a t , and 

th a t uses data as of September 30, 2006. So we haven't done 

i t c u r r e n t l y , but t h a t was one data p o i n t t h a t was a v a i l a b l e 

t h a t we used f o r t h i s i n t e r r o g a t o r y response. 

Q. Are you able t o do the same c a l c u l a t i o n s and the 

same methodology as of today or as of l a s t Friday? 

A. I cannot do i t sitting here because i t requires 

the c o l l e c t i o n of broker quotes t h a t are current i n the 
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market t o s t a r t the c a l c u l a t i o n . But i f we had current 

broker quotes, sure. 

Q. That's f i n e . I understand. 

MR. MOODY: I'd l i k e t o make an on-the-record data 

request f o r an updated estimate using the same methodology 

as the company has used w i t h the broker quotes as of, say, 

l a s t Friday, December 15th. 

THE WITNESS: I'd l i k e t o go f o r a forward period, 

because I don't have a f i l e of broker quotes. Our people i n 

our services department would have t o do the work, and they 

would have t o s t a r t from a p o i n t t h a t we t e l l them. 

BY MR. MOODY: 

Q. What date would be p r e f e r a b l e f o r you? 

A. I guess we could get back by -- w e l l , Friday 

might be a hol i d a y f o r people. I mean, maybe as of 

Thursday, something l i k e t h a t . 

Q. That would be f i n e . 

MR. MacGREGOR: I obj e c t , Your Honor. We provided an 

update as of September 3 0th. We provided an estimate w i t h 

the f i l i n g . These are simply broad-based p r o j e c t i o n s of 

what the p r i c e might be i n 2010. They are not what we are 

proposing f o r the p r i c e i n 2010. They are simply broad 

estimates of what the p r i c e might be. We are proposing a 

laddered procurement which w i l l e s t a b l i s h the p r i c e . We 

have provided a reasonably current update as of September 
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1 30th, and I'm not sure what purpose would be served by a 

2 f u r t h e r update. 

3 JUDGE CHESTNUT: Mr. K r a l l , can you provide i t 

4 without a l o t of work? 

5 THE WITNESS: I t w i l l take some e f f o r t t o provide; 

6 and as Mr. MacGregor poi n t s out, the purpose of p r o v i d i n g an 

7 estimate --

8 JUDGE CHESTNUT: Okay. Don't repeat h i s argument; 

9 okay? Just answer my question, which was how d i f f i c u l t i s 

10 i t f o r you t o provide t h i s ? 

U THE WITNESS: I would have t o contact others i n the 

12 company t o make phone c a l l s t o do t h i s . I presume i t ' s 

13 t h e i r normal business t o do t h a t , but t h i s would be a 

14 s p e c i a l request outside of t h e i r normal business. 

15 JUDGE CHESTNUT: Okay. See i f you can provide i t . 

16 MR. MOODY: Thank you, Your Honor. 

17 MR. MacGREGOR-. As of next -- are you using Thursday, 

18 two days from now, as the date? 

19 THE WITNESS: Yes. We'll make a c a l l back and see i f 

20 we can get i t by Thursday; and i f not, w e ' l l l e t you know 

21 t h a t some other date would be more appropriate. 

22 BY MR . MOODY : 

23 Q. Mr. K r a l l , do you have an o p i n i o n of whether 

24 market p r i c e s f o r e l e c t r i c i t y and gas can increase or 

25 decrease over the next four years? 
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A. My opinion i s t h a t they could both increase and 

decrease. 

Q. Now, on page 12, l i n e 21, through page 13, l i n e 

4 of your r e b u t t a l testimony --

A. I'm sorry. Could you give me those references 

again. Page 12 --

Q. Page 12, l i n e 21, through page 13, l i n e 4, you 

reference the types of customers i n the l a r g e C&I customer 

classes, the t a r i f f schedules, LP-4 and so on. 

A. Yes. 

MR. MOODY: May I approach the witness? 

JUDGE CHESTNUT: C e r t a i n l y . 

{Pause.) 

JUDGE CHESTNUT: Don't f o r g e t t o pre-mark i t . 

(Document handed t o witness.) 

MR. MOODY: I've handed the witness what I would l i k e 

marked RESA Cross-Examination E x h i b i t 1. 

JUDGE CHESTNUT: I t w i l l be so marked. 

(Whereupon, the document was marked 

as RESA Cross-Examination Exhibit 

No. 1 for i d e n t i f i c a t i o n . ) 

BY MR. MOODY: 

Q. Mr. K r a l l , do you recognize t h i s e x h i b i t as your 

responses t o Reliant Energy I n t e r r o g a t o r y Set I , Questions 1 

through 6, des c r i b i n g i n more d e t a i l the large C&I 
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A. Yes, I do. 

MR. MOODY: Your Honor, I have no questions w i t h t h i s 

e x h i b i t . I would j u s t l i k e t h i s - - I would move the 

admission of t h i s e x h i b i t a t t h i s p o i n t . 

JUDGE CHESTNUT: Any objection? 

MR. MacGREGOR: No. 

JUDGE CHESTNUT: Okay. The document i s admitted. 

(Whereupon, the document marked 

as RESA Cross-Examination Exhibit 

No. 1 was received i n evidence.) 

JUDGE CHESTNUT: Do you want t o move i n your other 

e x h i b i t ? 

MR. MOODY: I would l i k e t o move D i r e c t Energy Cross-

Examination E x h i b i t No. 1, as w e l l . 

JUDGE CHESTNUT: Any objection? 

(No response.) 

JUDGE CHESTNUT: The document i s admitted. 

(Whereupon, the document marked 

as D i r e c t Energy Cross-

Examination E x h i b i t No. 1 

was received i n evidence.) 

MR. MOODY: And I bel i e v e t h a t ' s i t . 

JUDGE CHESTNUT: Okay, good. Thank you very much. 

Dominion? 
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1 CROS S-EXAMINATION 

2 BY MR. STEWART: 

3 Q. Good morning, Mr. K r a l l . My name i s Todd 

4 Stewart. I represent Dominion R e t a i l . 

5 A. Good morning, Mr. Stewart. 

6 Q. I ' d l i k e you t o t u r n t o page 5 of your d i r e c t 

7 testimony, please. Beginning on I t h i n k i t ' s l i n e 23, you 

discuss how you believe t h a t the CPB -- or CBP, I'm sorry --

w i l l reduce the l i k e l i h o o d of r a t e shock. I s t h a t correct? 

10 A. Yes. 

11 Q. Now, could you elaborate and e x p l a i n t o me 

12 e x a c t l y how you believe t h a t the Competitive Bridge Plan 

13 w i l l reduce r a t e shock i n 2010? 

14 A. I di d n ' t coin the term " r a t e shock." The term 

15 " r a t e shock" comes from newspaper headlines, I guess, and 

16 has been used i n the Commission's proceeding t o m i t i g a t e 

17 p o t e n t i a l increases i n the p r i c e s of e l e c t r i c i t y , et cetera, 

18 et cetera. So, at the outset, l e t me say I don't know at 

19 what l e v e l customers are shocked by rates or not shocked by 

20 r a t e s . 

21 We have some research t h a t suggests t h a t customers 

22 don't n o t i c e a 5 percent increase, may need a l i t t l e b i t 

more coaxing about a 10 percent increase, but 72 and 38 and 

58 and some of the numbers t h a t we've seen t h i s past year 

23 

24 

25 c e r t a i n l y could be argued t o cause shock. 
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1 As we come t o end of the t r a n s i t i o n p e r i o d and we 

2 come t o the end of capped rates and PPL comes t o the end of 

3 i t s supply agreement, we're faced on January 1 w i t h having 

4 no ra t e s and no supply, and one a l t e r n a t i v e i s t o wait and 

5 buy a l l of our supply at one p o i n t i n time, and t h a t has 

6 proven not t o work out too w e l l when t h a t one day i n time 

7 f o l l o w s hurricanes or other major d i s r u p t i o n s could be upset 

8 i n the OPEC community. Any of those t h i n g s can cause 

9 r i p p l e s i n the energy market t h a t u l t i m a t e l y a f f e c t the 

10 p r i c e of e l e c t r i c i t y . 

11 I n the context of the en banc hearing, we proposed a 

12 number of d i f f e r e n t ways t h a t the Commission might look t o 

13 m i t i g a t e p o t e n t i a l p r i c e increases and b a s i c a l l y r e j e c t e d 

14 the c o n t i n u a t i o n of r a t e caps, r e j e c t e d p r e - c o l l e c t i o n s 

J5 during r a t e caps, and other s i m i l a r mechanisms as not r e a l l y 

16 addressing the problem and not r e a l l y g e t t i n g us t o a market 

17 environment. 

18 I t occurs t o us t h a t the one v a r i a b l e t h a t we have 

19 a v a i l a b l e and have on our side i s time. I t appears from the 

20 New Jersey experience t h i s past year t h a t laddered 

21 procurements of staggered periods of time a c t u a l l y can work 

22 t o m i t i g a t e p r i c e increases. New Jersey buying from the 

23 same market saw much less of a p r i c e increase because they 

24 were only r e p l a c i n g a t h i r d of t h e i r supply. 

25 Our problem i s t h a t New Jersey's system i s i n place 
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1 and we have no system i n place, so we can't r e a l l y wait t i l l 

2 2010 and s t a r t l a d d e r i n g i n supply because w e ' l l only have, 

3 t o f o l l o w the New Jersey model, a t h i r d of the electrons we 

4 need i n 2010. So our proposal i s t o s t a r t e a r l y and 

5 e f f e c t i v e l y f l i p the ladder t o the other side of the 

6 calendar and ladder i n the supply f o r t h a t bridge year as a 

7 way t o go t o the market m u l t i p l e times and avoid going on 

8 the worst day i n the h i s t o r y of mankind, which seems t o have 

9 been the case i n the past. 

10 Q. I t h i n k I understand. I have a couple questions 

11 about your response. I t seems t o me t h a t the theme t h a t 

12 recurred a couple times was t h i s f e a r of buying energy on 

13 the worst day, and you used t h a t expression, I t h i n k almost 

14 the same words, twice, "on the worst day." 

15 So would i t be f a i r t o say t h a t the i n t e n t of the CBP 

16 was t o avoid having t o procure energy on a day t h a t was a 

17 month a f t e r a hurricane i n the Gulf? I s t h a t one of the 

18 t h i n g s you're seeking t o avoid? 

19 A. Yes. 

20 Q. I'm curious. Doesn't your explanation also 

21 assume t h a t p r i c e s w i l l continue t o r i s e through the p e r i o d 

22 of the procurement? 

23 A. The Commission's t i t l e of i t s proceeding was 

24 measures t o m i t i g a t e p o t e n t i a l p r i c e increases. So, t a k i n g 

25 the cue from them and t a k i n g the cue from the newspaper 
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# 1 headlines, r a t e shock seems t o have t o do w i t h increasing 

2 p r i c e s , but I w i l l acknowledge t h a t , you know, we could also 

3 miss the best day i n the h i s t o r y of mankind, and instead of 

4 a r a t e shock, we might have a r a t e s u r p r i s e and everybody 

5 would be happy t h a t they got lower e l e c t r i c i t y p r i c e s . 

6 I t seems l i k e an in a p p r o p r i a t e r i s k t o take w i t h 

7 1.3 m i l l i o n customers and an e s s e n t i a l service l i k e 

8 e l e c t r i c i t y . 

9 Q. What seems l i k e a r i s k ? 

10 A. Ig n o r i n g the o p p o r t u n i t y t h a t we have now t o go 

11 f o r several procurements; instead, r o l l the dice once. 

12 Q. Does PPL c u r r e n t l y p r o j ect p r i c e s t o increase 

13 through 2010? 

14 A. The l a s t p r o j e c t i o n t h a t I saw, they were f a i r l y 

15 s t a b l e from '06 through '010. 

16 Q. Now, on page 11 of your d i r e c t testimony, you 

17 say t h a t PPL's hope would be t h a t the Commission would 

18 e s t a b l i s h a statewide descending clock a u c t i o n f o r a l l 

19 Pennsylvania EDCs t o acquire POLR supply beginning i n 2011. 

20 i s t h a t a f a i r statement? 

21 A. That i s our testimony here. That was our 

22 testimony i n the en banc hearing. But, again, as I 

23 i n d i c a t e d e a r l i e r , we're not requesting approval of th a t 

24 here. 

25 Q. No; I understand. Have you p o l l e d your s i s t e r 
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e l e c t r i c u t i l i t i e s t o f i n d out i f they would go along w i t h 

such a p l a n since i t would inv o l v e them? 

A. Well, yes, i t would. I t h i n k i n the context of 

discussions at the Energy A s s o c i a t i o n among member companies 

through the various POLR proceedings, the idea has come up, 

and some have been more or less favorable t o t h a t idea. 

Q. Please t u r n t o your r e b u t t a l testimony on page 

18. I s i t your testimony or your b e l i e f t h a t Dominion 

R e t a i l has suggested t h a t PPL perform a s i n g l e s o l i c i t a t i o n 

i n a s i n g l e year f o r i t s bridge program? 

A. Where on page 18 are we looking? 

Q. I n your r e b u t t a l . 

A. Line number? 

Q. I ' l l f i n d i t . Hold on. 

A. I'm u s u a l l y p r e t t y good about p u t t i n g i n 

references t o other testimony. 

Q. I'm not sure you r e f e r d i r e c t l y here j u s t t o 

you say here -- i t ' s on l i n e 6. You say, " I do not believe 

t h a t a s i n g l e s o l i c i t a t i o n f o r smaller customers i s sound 

p u b l i c p o l i c y at t h i s time f o r a one-year bridge program f o r 

a s i n g l e u t i l i t y . " 

I'm asking i f you're suggesting t h a t Dominion R e t a i l 

has t e s t i f i e d t h a t t h a t i s what you should do. 

A. To be honest, I ' d have t o check back at 

Dominion's submitted testimony t o know e x a c t l y which, 
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1 because each of the marketers seems t o have ki n d of a 

2 d i f f e r e n t view of what the r i g h t answer should be. 

3 Q. No. I understand t h a t . I'm j u s t wondering i f 

4 you were t r y i n g t o t a r us w i t h t h a t brush. Apparently you 

5 don't r e c a l l . 

6 A. No, I don't. I presume your testimony speaks 

7 f o r i t s e l f . 

8 Q. Okay, very good. On page 24 of your r e b u t t a l 

9 testimony, are you -- I j u s t want you to look there. You 

10 discuss -- l e t me p u l l i t up here so I can characterize i t 

11 c o r r e c t l y -- you discuss the Pike County procurement and 

12 some other procurement methodologies. 

13 I j u s t wonder i f you're f a m i l i a r w i t h the other POLR 

14 r a t e f i l i n g s of other Pennsylvania u t i l i t i e s t h a t have 

15 emerged from r a t e caps f i l e d other than Pike County. 

16 A. I'm sorry. Are we i n d i r e c t or r e b u t t a l ? 

17 Q. Rebuttal; I'm sorry. 

18 A. On page 24? 

19 Q. Twenty-four. At the top of the page, you t a l k 

20 about Pike County's s o l i c i t a t i o n . 

21 A. The top of the page doesn't e x i s t anymore i n the 

22 redacted v e r s i o n . 

23 Q. You take out t h a t whole --

24 A. I t r e f e r s t o Mr. A j e l l o ' s testimony. 

25 Q. Oh, okay. That's f i n e . I t doesn't matter. 
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Are you aware of any other programs f i l e d , p o s t - r a t e 

cap r a t e programs f i l e d by any other e l e c t r i c u t i l i t i e s 

besides Pike County? 

A. I n a general way, yes. 

Q. Are you aware of the l e n g t h of those programs? 

A. They had var y i n g lengths. Duquesne's have been 

two, p o s s i b l y three years. I t h i n k others have been two 

years. C i t i z e n s and Wellsboro, I'm not sure I r e c o l l e c t . 

Q. I understand t h a t you're f i l i n g t h i s as a bridge 

program and c h a r a c t e r i z i n g i t as a one-year program, but do 

you have any view on what the appropriate l e n g t h f o r a POLR 

program should be? 

A. We've suggested and r e i t e r a t e d here t h a t i n the 

absence of coming up w i t h any grand i n s i g h t , we t h i n k the 

Commonwealth would be w e l l served t o adopt the New Jersey 

approach of laddered three-year terms and then look t o see 

i f i t needs t o evolve from there, much the same way New 

Jersey continues t o assess the p o s s i b i l i t y of e v o l u t i o n . 

Q. Now, on l i n e 17 there on page 24, you say t h a t 

PPL i s not seeking t o preempt the Commission's u l t i m a t e 

adoption of POLR r e g u l a t i o n s . I s t h a t f a i r ? 

A. Absolutely. 

Q. Are you suggesting t h a t Mr. B u t l e r ' s three t o 

f i v e - y e a r a l t e r n a t i v e plan would be c o n t r a r y t o what the 

l i k e l y POLR rates would look l i k e ? 
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A. I don't know whether -- I don't know what the 

POLR rates w i l l look l i k e , so I can't say whether Mr. 

Bu t l e r ' s p l a n looks l i k e them or not. I t h i n k the a s s e r t i o n 

here i s t h a t i f you f i x p r i c e s f o r three t o f i v e years, 

you're going f u r t h e r out i n time when the Commission's r u l e s 

might otherwise apply. 

So, you know, i n t r y i n g t o avoid preempting the 

Commission and the process of developing r u l e s , we'd l i k e t o 

s t i c k t o as short a pe r i o d of time as we can, which would be 

the one-year. Three t o f i v e years i s longer and c a r r i e s 

f u r t h e r i n t o t h a t time. 

Q. One l a s t question. Does PPL plan t o p u b l i s h the 

r e s u l t s of each of the s o l i c i t a t i o n s , these laddered 

s o l i c i t a t i o n s as they occur as f a r as how much energy they 

acquired and what the p r i c e s were? 

A. We i n t e n d t o employ a t h i r d - p a r t y evaluator who 

w i l l be r e p o r t i n g t o the Commission, and t o the extent t h a t 

p u b l i c a t i o n i s p a r t of the Commission's desire i n t h a t 

evaluator's work, t h a t would be the source of any 

p u b l i c a t i o n . 

Q. So you don't have any plans t o independently 

p u b l i s h them so t h a t s u p p l i e r s can see what those p r i c e s 

are? 

A. We do not. We want t h i s t o be run as much as 

possib l e by a t h i r d p a r t y t o assure t h a t i t i s beyond 
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1 question of f a i r n e s s or anything l i k e t h a t . 

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

3 JUDGE CHESTNUT: That takes us t o FES. 

4 MS. KOLICH: Thank you, Your Honor. 

5 CROSS-EXAMINATION 

6 BY MS. KOLICH: 

7 Q. Good morning, Mr. K r a l l . My name i s Kathy 

8 K o l i c h . I represent FirstEnergy Solutions i n t h i s matter. 

9 A. Good morning. 

10 Q. I'm going t o be asking you some questions. I f 

11 at any time you don't understand them, would l i k e me to 

12 rephrase, please say so. Otherwise, I ' l l assume t h a t you do 

13 understand the question. F a i r enough? 

14 A. F a i r enough. 

15 Q. Now, you're Manager of Regulatory Strategy, and 

16 as the Manager of Regulatory Strategy, you need t o have a 

17 general understanding of q u i t e a few d i f f e r e n t f u n c t i o n s i n 

18 the e l e c t r i c i n d u s t r y . I s t h a t f a i r t o say? 

19 A. Yes. 

20 Q. For example, a general understanding of how the 

21 wholesale e l e c t r i c markets work? 

22 A. Yes. 

23 Q. The f a c t o r s t h a t a f f e c t wholesale p r i c i n g ? 

24 A. I n a general way, yes. 

25 Q. Generally how e l e c t r i c i t y i s procured by 
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1 suppliers? 

2 A. Yes. 

3 Q. I'm going t o be bouncing around a l i t t l e . 

4 I ' l l t r y t o give you a l i t t l e road map as t o where I'm 

5 going. I j u s t have a few c l a r i f i c a t i o n questions. 

6 A. Okay. 

7 Q. Do you know how many PPL customers are c u r r e n t l y 

8 shopping f o r the generation service? 

9 A. I be l i e v e i t ' s less than a hundred. 

10 Q. I n a l l classes? 

11 A. That's the t o t a l out of 1.3 m i l l i o n . Are you 

12 asking me what classes they represent? 

13 Q. No. I j u s t wanted t o know whether t h a t was --

14 A. No. That i s of the t o t a l p o p u lation. 

15 Q. The bidding process i n the RFP; when the bids 

16 are received, how would those p r i c e s i n the bids be 

17 t r a n s l a t e d i n t o r e t a i l rates? 

18 A. Our hope i s th a t t h e y ' l l be d i r e c t l y 

19 t r a n s l a t a b l e ; t h a t they w i l l be f o r each customer class t h a t 

20 we're s o l i c i t i n g , we would get a s i n g l e cent per k i l o w a t t -

21 hour f i g u r e t h a t we could compare b i d t o b i d to b i d , and 

22 t h a t f i g u r e would be the f i g u r e t h a t would go i n t o the 

23 energy and capacity charge p o r t i o n of our t a r i f f . 

24 Q. The AMI system; do you be l i e v e t h a t the 

25 i n f o r m a t i o n coming from t h a t system would be us e f u l t o 
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s u p p l i e r s when developing marketing or bi d d i n g s t r a t e g i e s ? 

A. Yes, I believe i t would, and p a r t of our plan i s 

t o f i n d ways working w i t h the Commission and the r u l e s on 

d i s c l o s i n g t h a t i n f o r m a t i o n t o make i t a v a i l a b l e . 

Q. And the same would be t r u e f o r marketers or 

aggregators; i t would be b e n e f i c i a l f o r them t o have t h a t 

information? 

A. Yes, but, again, we need t o work w i t h the 

Commission and w i t h customers, because there are r u l e s 

regarding the di s c l o s u r e of t h a t i n f o r m a t i o n . I know t o 

some customers i t ' s very c o n f i d e n t i a l i n nature. 

Q. Turning t o page 6, l i n e 4 of your testimony, 

please. 

A. Rebuttal or d i r e c t ? 

Q. I'm sor r y ; r e b u t t a l . A l l of these questions 

w i l l r e l a t e t o r e b u t t a l . 

A. Page 6 you said? 

Q. Yes, l i n e 4. You s t a t e t h a t the company w i l l 

s t a r t o r g a n i z i n g data i n 2007. Do you see that? 

A. Yes. 

Q. What do you mean org a n i z i n g data? 

A. I n i n s t a l l i n g the advanced meter the meter 

data management system t h a t takes our automated meters and 

takes them t o the next l e v e l t o be an advanced metering 

i n f r a s t r u c t u r e , one of the b i g p a r t s of t h a t i s a data 
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r e p o s i t o r y . We're going t o be c o l l e c t i n g huge amounts of 

data, and begin c o l l e c t i n g and o r g a n i z i n g means populating 

t h a t r e p o s i t o r y w i t h data. 

Q. And you also s t a t e t h a t y o u ' l l provide bidders 

and s u p p l i e r s w i t h c e r t a i n i n f o r m a t i o n . 

A. Yes. 

Q. Are you only going t o supply i t t o bidders and 

suppliers? 

A. No. I n the context of the CBP, t h a t ' s something 

t h a t enhances the CBP from the perspective of wholesale 

bidders. That's the context here. But I t h i n k as we say 

elsewhere i n testimony where we describe the AMI system, we 

would i n t e n d t o provide t h a t i n f o r m a t i o n t o customers; and 

t o the extent t h a t customers would l i k e i t supplied t o 

consultants, t o them; t o the extent t h a t they'd l i k e t o have 

i t s u pplied t o EGSs, also t o them. 

So, t h i s statement here i s i n the context r e a l l y of 

j u s t the CBP, which i s dealing w i t h the b i d process. 

Q. Okay. Just so I'm c l e a r , marketers would have 

access t o t h i s information? 

A. Within the Commission's r u l e s and assuming t h a t 

customers e l e c t t o make t h a t data a v a i l a b l e , I would love t o 

have them have t h a t data a v a i l a b l e . We be l i e v e t h a t t h i s 

system and r e v e a l i n g actual customer use can r e a l l y a i d 

shopping, a i d competition, and allow customers t o see r e a l 
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savings by having t h e i r load shapes revealed and al l o w i n g 

them t o purchase t o those a c t u a l load shapes. 

I f I'm able t o s h i f t a l l my energy usage t o on-peak, 

then I ought t o be able t o take advantage of t h a t , and i t ' s 

our i n t e n t w i t h t h i s system as we r o l l i t out over the next 

several years, t h a t by the time the r a t e caps end, customers 

w i l l be able t o do t h a t , and we want EGSs t o be there t o 

provide those customers products. 

Q. Good. 

A. Can I put my soap box away now? 

(Laughter.) 

Q. You also say t h a t PPL w i l l provide usage 

i n f o r m a t i o n . What do you mean by usage information? 

What does t h a t e n t a i l ? 

A. At t h i s p o i n t , the r e p o s i t o r y c o l l e c t s hourly 

data. So, as f a r as I can t e l l , t h a t would be hourly data. 

I f i t needs t o be grouped together on some p a r t i c u l a r basis, 

t h a t can be done. Although, i f you give the hour l y data, 

say, t o an EGS, they can s l i c e i t and dice i t i n t o , f o r 

example, the r i g h t on-peak/off-peak periods. 

So t h a t ' s what we mean by usage data; hourly values. 

Q. And I understand t h a t because of the 

c o n f i d e n t i a l i t y issues, there w i l l be some r u l e s surrounding 

what can and cannot be disseminated. But would PPL have a 

problem, assuming i t was proper by the Commission or 
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1 p r o p e r l y approved by the Commission, t o also o f f e r account 

2 numbers? 

3 A. I'm t r y i n g t o remember where we l e f t t h a t i n the 

4 o l d e l i g i b l e customer l i s t t h a t we used t o keep; and as I 

5 r e c a l l , the primary purpose of account numbers was to assure 

6 t h a t when a EGS r e g i s t e r e d an account they had a v a l i d 

7 account number and i t was a c o r r e c t number. 

8 So, t o the extent t h a t something l i k e t h a t would be 

9 f o r the purpose of f a c i l i t a t i n g shopping and assuring, you 

10 know, t h a t you've got an accurate customer record, I t h i n k I 

11 can say yes. 

12 Now, t o the extent t h a t i t becomes an account number 

13 w i t h a name or something t h a t could be used t o f a c i l i t a t e , 

14 dare we say, slamming, no, we wouldn't support something 

15 l i k e t h a t . But t o the extent t h a t i t f a c i l i t a t e s the 

16 l o g i s t i c s , yeah. 

17 Q. Okay. And, also, would the same be t r u e f o r 

18 customer addresses, contact information? 

19 A. Again, t h a t would have to be w i t h i n Commission 

20 r u l e s , and now, you know, you're g e t t i n g t o whether people 

21 want t o be s o l i c i t e d or want t o c o n t r o l the way t h a t they're 

22 s o l i c i t e d or things l i k e t h a t . 

23 We've ge n e r a l l y been p r e t t y c a r e f u l about customer 

24 contact i n f o r m a t i o n , names, addresses, th i n g s l i k e t h a t , on 

25 behalf of the customers and we haven't heard a groundswell 
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1 from them otherwise, but we're open t o whatever the 

2 Commission orders us t o do. 

3 Q. Now, you also s t a t e d t h a t t h i s i n f o r m a t i o n would 

4 be provided s t a r t i n g i n 2010. That's l i n e 6. Do you .see 

5 that? 

6 A. Yes. 

7 Q. As I understand i t , PPL i s going t o r o l l out the 

8 AMI system i n 2007 and 2008. I s t h a t correct? 

9 A. Yes, yes. 

10 Q. So why i s PPL w a i t i n g u n t i l 2010 t o provide the 

11 information? 

12 A. To the extent t h a t we're able -- and, again, 

13 we're t a l k i n g about a f a i r l y huge undertaking. We're 

14 t a l k i n g about 1.3 m i l l i o n customers and 8,760 hour worth of 

15 data, so we're t a l k i n g b i l l i o n s of pieces of data per year. 

16 To the extent t h a t we're able and get the system i n place 

17 where we can do i t , we would l i k e t o make t h a t data 

18 a v a i l a b l e f o r these s o l i c i t a t i o n s . 

19 Now, i t won't be a v a i l a b l e f o r '07. A p o r t i o n of the 

20 data could be a v a i l a b l e f o r '08. I t might not be a f u l l 

21 calendar year; and by the time you get '09, there would be 

22 more. 

23 The r e p o s i t o r y i t s e l f holds two years of data, and 

24 when I used the 2010 date, I was t h i n k i n g t o the point when 

25 we would be able t o r o u t i n e l y provide two years worth of 
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1 data. But I t h i n k i n support of the s o l i c i t a t i o n process, 

2 we would make a v a i l a b l e our normal load shapes and then make 

3 a v a i l a b l e whatever other data we would have again t o t r y t o 

4 provide bidders the best i n f o r m a t i o n t h a t they could b i d on. 

5 Q. What i s the status of the Commission's p o s i t i o n 

6 on what type of i n f o r m a t i o n PPL could release under t h i s 

7 program? 

8 A. Well, there are customer i n f o r m a t i o n d i s c l o s u r e 

9 r u l e s t h a t were put i n place back i n the phase-in of 

10 competition, and I don't know t h a t they've changed or t h a t 

11 there's even been a proceeding t o address those since, say, 

12 1999. 

13 Q. So i s i t PPL's p o s i t i o n t h a t they would simply 

14 f o l l o w the current r u l e s or would they seek guidance from 

15 the Commission before r e l e a s i n g t h i s information? 

16 A. I t h i n k we would plan t o work w i t h the 

17 Commission since we have a system t h a t i s d i f f e r e n t and k i n d 

18 of leading edge and t o educate the Commission as t o what 

19 i t ' s capable of doing and then maybe s o l i c i t , you know, 

20 input as t o whether t h a t would suggest t o them any changes 

21 i n r u l e s or thi n g s l i k e t h a t . 

22 We have had a number of educational discussions. 

23 E a r l i e r t h i s year, there was one w i t h BCS t o ki n d of show 

24 them the customer i n t e r f a c e associated w i t h t h i s product and 

25 educate them as to ki n d of a d i f f e r e n t view of j u s t i f y i n g 
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1 high usage complaints. 

2 So our i n t e n t i s t o work w i t h the Commission as we go 

3 through t h i s , because i t i s something very d i f f e r e n t . 

4 Q. Now, you i n d i c a t e d e a r l i e r t h a t i t would be 

5 b e n e f i c i a l t o have t h i s i n f o r m a t i o n f o r bidders, s u p p l i e r s , 

6 marketers t o develop t h e i r marketing plans. Do you r e c a l l ? 

7 A. You say marketing plans. I have t o stop and go 

8 back and say I t h i n k I answered the question you asked 

9 before i n the context of the CBP, which would be wholesale 

10 bidders b i d d i n g on wholesale blocks, and I don't n e c e s s a r i l y 

11 t h i n k of t h a t as a marketing exercise. 

12 When you say marketing, I t h i n k of EGSs s e l e c t i n g 

13 groups of customers. 

14 Could you c l a r i f y or --

15 Q. Let me rephrase. 

16 A. Thanks. 

17 Q. Absolutely. As you i n d i c a t e d , i t would be 

18 b e n e f i c i a l f o r bidders, p o t e n t i a l s u p p l i e r s t o have t h i s 

19 i n f o r m a t i o n from the AMI system p r i o r t o bidd i n g . 

20 A. My general understanding of the wholesale market 

21 and conversations I've had w i t h people who p a r t i c i p a t e i n 

22 the wholesale market, the more i n f o r m a t i o n they can get 

23 about the load t h a t they're bidding on, the happier they are 

24 and also the less r i s k -- the happier they are because they 

25 face less r i s k , and th a t can sometimes be t r a n s l a t e d i n t o a 
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1 sharper p e n c i l on the b i d and maybe a b e t t e r p r i c e t o 

2 customers at the end. 

3 Q. And I believe I followed up w i t h the question 

4 saying i t would also be b e n e f i c i a l f o r marketers, brokers t o 

5 have the same i n f o r m a t i o n . 

6 A. And i n terms of r e t a i l marketers, absolutely. 

7 My knowledge i n t a l k i n g t o them and t a l k i n g t o customers i s 

8 they would l i k e t o know ac t u a l load shapes. They'd l i k e t o 

9 be able t o serve a c t u a l load shapes, p r i c e accordingly, and, 

10 again, i t ' s a way t o provide customers more savings, 

11 a c t u a l l y . 

12 Q. And you'd agree t h a t -- I t h i n k you mentioned 

13 they would have t o s l i c e i t and dice the i n f o r m a t i o n t o get 

14 i t t o what would be b e n e f i c i a l f o r developing bidding 

15 s t r a t e g i e s or marketing plans. 

16 A. I f what we provide them i s raw hourly data, 

17 then, yes, they would have t o analyze i t and reshape i t to. 

18 t h e i r needs. There's a balance t h e r e . I mean, i f a l l EGSs 

19 r e q u i r e a c e r t a i n l e v e l of data manipulation, then maybe 

20 i t ' s a ppropriate f o r a d i s t r i b u t i o n company t o do th a t as a 

21 general matter. But there c l e a r l y i s a p o i n t where a 

22 marketing e n t i t y has i t s own needs, preferences and desires 

23 and wants t o take t h a t r o l e on f o r i t s e l f . 

24 Q. You also r a i s e d some issues regarding the GRA. 

25 I f you could t u r n t o page 14, l i n e 22 of your r e b u t t a l 
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1 testimony. 

2 A. Okay. 

3 Q. You're f a s t e r than I am. 

4 A. I have a breeze up here t h a t ' s k i n d of helping 

5 me t u r n the pages. 

6 Q. On l i n e 22, you s t a t e t h a t l a r g e C&I, large 

7 commercial and i n d u s t r i a l customers, must comply w i t h the 

8 e x i s t i n g GRA. Do you see that? 

9 A. Yes. 

10 Q. What do you mean by "must comply w i t h the 

11 e x i s t i n g GRA"? 

12 MR. HASSELL: Your Honor, I might suggest t h a t , as 

13 the question i n d i c a t e s , t h i s i s r e a l l y more a subject f o r 

14 Mr. Kleha's testimony. 

15 JUDGE CHESTNUT: Well, then Mr. K r a l l can say t h a t . 

16 I t i s i n h i s testimony, so she has every r i g h t t o ask t h a t . 

17 MR. HASSELL: Thank you, Your Honor. 

18 THE WITNESS: Could you repeat the question? 

19 BY MS. KOLICH: 

20 Q. Sure. What do you man by the customers having 

21 t o comply w i t h the e x i s t i n g GRA? 

22 A. PPL's t a r i f f includes a generation r a t e 

23 adjustment charge t h a t acts t o prevent seasonal gaming, and 

24 we would expect customers t o continue t o comply w i t h t h a t . 

25 Now, i n our o r i g i n a l proposal, we had included k i n d 
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of a modified GRA t o p r o t e c t winning bidders from the 

mi g r a t i o n of customers who might t r y t o seasonally game 

them, who might take supply on f i x e d p r i c e service f o r low 

p r i c e months s t a r t i n g , say, January, February, March, . A p r i l , 

or the other way around, a c t u a l l y , take supply and a c t u a l l y 

game the s u p p l i e r . We're going t o c o l l e c t the money on 

behalf of the sup p l i e r s and reimburse them on a pro r a t a 

basis. 

What t h i s r e f e r s t o i s the e x i s t i n g GRA. 

Q. And how does t h a t work? 

A. That looks t o see t h a t -- i t s o r t of works t o 

replace the one-year contract language t h a t was o r i g i n a l l y 

i n our t a r i f f , and the expectation was t h a t customers would 

agree t o take service under c e r t a i n r a t e schedules f o r a 

f u l l year again t o avoid t h a t gaming s i t u a t i o n of t a k i n g 

supply only during the months where i t was economically 

favorable f o r a s u p p l i e r and le a v i n g the EDC or POLR 

su p p l i e r t o serve the highest cost months. 

The way i t works i s t o do a c a l c u l a t i o n . I f a 

customer i s going t o leave s h o r t e r than 12 months p r i o r t o 

t h e i r anniversary date, t o t r a c k the market and requ i r e the 

customer -- and I h e s i t a t e t o use the word " e x i t fee," but 

l e t ' s face i t ; i t ' s a l o t l i k e an e x i t fee -- t o pay a fee 

i f there's a d i f f e r e n t i a l and the company ended up holding 

the bag, i f you w i l l , d uring the highest cost months. 
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That's the way the e x i s t i n g GRA works. We had 

proposed something d i f f e r e n t i n the o r i g i n a l CBP, and a l l 

we're l o o k i n g f o r now i n the modified v e r s i o n i s the 

e x i s t i n g GRA. 

Q. And as I understand, under the current proposal, 

the revenues from the GRA w i l l simply flow back t o the 

s u p p l i e r s . 

A. Yes, on a pro r a t e basis. We're not looking t o 

-- because i t ' s the s u p p l i e r s who would have been gamed. So 

we t h i n k t h a t those funds are r i g h t f u l l y t h e i r s and helps 

reduce some r i s k f o r them of customers m i g r a t i n g . 

Q. So the company wouldn't be l e f t h o l ding the bag 

i n the CBP period? 

A. No, no, no. We would continue t h a t r e s i d u a l 

p o r t i o n of the e x i s t i n g GRA on behalf of s u p p l i e r s . 

MS. KOLICH: Could we go o f f the record a minute? 

JUDGE CHESTNUT: No. I don't go o f f the record. 

MS. KOLICH: Okay. I ' l l go on the record and -- f o r 

the record, i t ' s my f i r s t time p r a c t i c i n g i n Pennsylvania i n 

one of these proceedings. 

How does i t work i f I want the GRA i n t o the 

e v i d e n t i a r y record? Can we j ust take a d m i n i s t r a t i v e n o t i c e 

of i t , the terms of the GRA? 

MR. MacGREGOR: I t ' s i n our e x i s t i n g t a r i f f , and I 

t h i n k t h a t can be c i t e d . 
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1 JUDGE CHESTNUT: I was going t o say i t ' s i n the 

2 t a r i f f already, so you can j u s t c i t e t o the t a r i f f . 

3 MS. KOLICH: You can c i t e the t a r i f f ? 

4 JUDGE CHESTNUT: Right. 

5 MS. KOLICH: I n Ohio, you can't. Okay. Thank you. 

6 BY MS. KOLICH: 

7 Q. On page 12, l i n e 20 of your testimony, you t a l k 

8 about the f a c t t h a t there are various types of customers 

9 included i n the large commercial and i n d u s t r i a l category. 

10 Do you see that? 

11 A. Yes. 

12 Q. What types of customers are i n t h i s category? 

13 A. We f o l l o w onto page 13 w i t h a reasonable 

14 d e s c r i p t i o n here. I t includes, f o r example, Mr. W i l k i e , who 

15 t e s t i f i e d on behalf of PPLICA, Mount Joy Water Company. I t 

16 includes some large i n d u s t r i a l customers who melt metal and 

17 extrude p l a s t i c ; and as i t s t a t e s down towards l i n e 11 on 

18 page 13, i t also includes h o s p i t a l s , schools, government 

19 b u i l d i n g s . The Ca p i t o l Complex, f o r example, i s an LP-6 

20 customer. 

21 Q. An LP-6 customer? 

22 A. Yes, yes. 

23 Q. Okay. I need t o back up then. LP-5; what type 

24 of customers take service under that? 

25 A. Various large i n d u s t r i a l concerns, g e n e r a l l y not 
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1 i n s t i t u t i o n a l b u i l d i n g s . The C a p i t o l Complex i s perhaps 

2 somewhat unique because i t ' s a c o l l e c t i o n of b u i l d i n g s t h a t 

3 takes service at a s i n g l e state-owned su b s t a t i o n . 

4 Q. Do you know how many customers take service 

5 under LP-5? 

6 A. We p r e v i o u s l y looked at t h a t i n the e x h i b i t t h a t 

7 Mr. Stewart introduced, I b e l i e v e . No; Mr. Moody 

8 introduced. 

9 Your question was LP-5? 

10 Q. Yes. I f i t ' s i n the record, a l l I want to know 

11 i s how many customers take service under LP-5, 6 and 4. And 

12 i f i t ' s already i n the record, I won't waste your time. 

13 A. Okay. I t i s i n these e x h i b i t s , but i t ' s easy 

14 enough t o read. LP-6 i s four. LP-5 i s 16, plus 39, plus 

15 58; and I won't t r y t o do the a r i t h m e t i c on LP-4. Maybe 

16 we're b e t t e r t o go w i t h the record. 

17 Q. LP-4 i s the r e s t of them? 

18 A. Yeah. 

19 Q. I believe you sa i d there were 1,500 t o t a l i n 

20 t h i s c l a s s . 

21 A. As an estimate. The numbers here f o r LP-4 are 

22 58, 129, 127 and 676. So t h a t gets you t o s l i g h t l y below a 

23 thousand. 

24 Q. Okay. Also, you s t a t e -- you do t a l k about LP-4 

25 and who's i n t h a t class on l i n e 12, page 13, but you also 
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A. I provided h o s p i t a l s , schools and government 

b u i l d i n g s as examples of some e n t i t i e s t h a t might have 

t r o u b l e responding t o hourly p r i c e s , and there could w e l l be 

others. I mean, i t wasn't a complete enumeration. 

Q. Can you t h i n k of any other types of customers. 

Not n e c e s s a r i l y s p e c i f i c customers, but who else f a l l s 

w i t h i n the other category? 

A. I guess schools would include u n i v e r s i t i e s , 

h e a l t h care f a c i l i t i e s separate from h o s p i t a l s . 

Q. So when you r e f e r t o others, i t ' s j u s t o f f s h o o t s 

of the main categories l i s t e d f o r the most part? 

A. I guess I'd r e f e r back t o the e x h i b i t t h a t Mr. 

Moody introduced i n t o the record and note t h a t p a r t of t h a t 

e x h i b i t includes a l l LP-4 customers broken down by SIC 

codes. 

Q. Oh, okay. 

A. So i t ' s possible t o do a t r a n s l a t i o n and f i g u r e 

out who's who. 

JUDGE CHESTNUT: I have t o c l a r i f y . You're t a l k i n g 

about RESA Cross-Examination E x h i b i t 1? Because Mr. Moody . 

had two e x h i b i t s , and RESA i s the one I'm look i n g a t . 

THE WITNESS: I d i d n ' t mark the e x h i b i t number, but 

i t ' s heading i s "Reliant Energy, Inc., Set I , October 24th," 

and i t c o n s i s t s of s i x i n t e r r o g a t o r y responses. 
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MR. MacGREGOR: I t ' s RESA-1. 

MS. KOLICH: RESA-1. I d i d n ' t get a copy of t h a t . 

Could I get a copy? Afterwards i s f i n e . 

JUDGE CHESTNUT: Before you do, l e t me j u s t c l a r i f y 

t h a t i f a p a r t y has an e x h i b i t admitted, i t ' s t h e i r 

r e s p o n s i b i l i t y t o make sure t h a t a l l counsel here get a copy 

of i t , not j u s t the ones s i t t i n g up at the t a b l e s . 

MS. KOLICH: I t may have gone around and I j u s t 

d i d n ' t get i t . 

JUDGE CHESTNUT: So keep t h a t i n mind, okay? 

BY MS. KOLICH: 

Q. Mr. K r a l l , do you t h i n k i t ' s c r i t i c a l t h a t a 

f i x e d p r i c e o p t i o n be o f f e r e d t o large C and I customers 

durin g the CBP period? 

A. Yes, I do. 

Q. You had i n d i c a t e d t h a t you're somewhat f a m i l i a r 

w i t h procurement of power by su p p l i e r s e a r l i e r i n the 

testimony. 

A. Yes. 

Q. Are you f a m i l i a r w i t h the concept of being long 

i n the market? 

A. Generally. 

Q. What's your understanding of t h a t phrase? 
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A. Having resources a v a i l a b l e , 

Q. More --

A. I n excess of supply commitments. 

Q. And resources being power, b a s i c a l l y ? 

A. Power, e i t h e r c o n t r a c t s or power p l a n t s . 

Q. Generally, i s i t b e t t e r t o be long i n the market 

when p r i c e s are high? 

A. I guess i f you ascribe t o the "buy low, s e l l 

high" theory of making money, yes, i n general, I would say 

t h a t you could make money t h a t way. 

Q. Page 15, l i n e 16 of your testimony where you 

t a l k about education? 

A. Yes. 

Q. You say you're going t o provide education. What 

type of education? Have these m a t e r i a l s been developed yet? 

A. No, they haven't. 

Q. So we r e a l l y can't discuss the content of these 

educational m a t e r i a l s at t h i s time? 

A. Other than the extent they've been characterized 

here, t o say th a t we provide education on the options t h a t 

are a v a i l a b l e and we've changed those some through the 

process here. We do have a legacy of marketing programs 

w i t h l arge customers t h a t we would r e - s p i n t o provide them 

education. 

We have an e x i s t i n g ICS group t h a t we plan t o -- ICS 
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1 being i n d u s t r i a l and commercial services. I t ' s a phone bank 

2 b a s i c a l l y f o r l a r g e r customers t o respond t o t h e i r k i n d of 

3 unique service needs and b i l l i n g needs, which are d i f f e r e n t 

4 than the average r e s i d e n t i a l customer. And we would look t o 

5 enhance t h a t f u n c t i o n . 

6 But no, other than -- and we've sa i d t h a t , you know, 

7 we're w i l l i n g t o take i n other p a r t i e s i n a c o l l a b o r a t i v e 

8 format t o f l e s h out the consumer ed program. 

9 Q. Do you env i s i o n doing t h i s through mailings t o 

10 large C and I customers? 

j l A. C e r t a i n l y there would be mailings involved, but 

12 not n e c e s s a r i l y only mailings. I know i n the past when 

13 we've undertaken programs or s i g n i f i c a n t r a t e changes have 

14 come along, I t h i n k on the occasion of r e s t r u c t u r i n g , we've 

15 a c t u a l l y had meetings throughout the service t e r r i t o r y and 

16 i n v i t e d customers t o attend. 

17 Q. When you send out mai l i n g s , do they j u s t go t o 

18 the b i l l i n g account address? 

19 A. I n the past, we kept a very good f i l e of 

20 marketing contacts, and I t h i n k we would go back t o th a t 

21 f i l e t o see t o what extent i t was s t i l l c u r r e n t . 

22 But as a normal course of business, our mailings do 

23 go t o the m a i l i n g address unless we have another address 

24 i n d i c a t e d . 

25 Q. And you also s t a t e on l i n e 17 t h a t y o u ' l l 
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1 s o l i c i t customer i n t e r e s t i n a f i x e d p r i c e service. How do 

2 you i n t e n d t o do that? 

3 A. We would do t h a t i n i t i a l l y through mailings but 

4 we would probably also have i n f o r m a t i o n a l meetings 

5 throughout the service t e r r i t o r y t o describe what i t i s we 

6 plan t o do and how we would plan t o do i t . 

7 Q. So the onus would be on the customer to attend 

8 one of these meetings? 

9 A. Yes. The m a i l i n g would be s e l f - s u f f i c i e n t and 

10 we would i n t e n d t o put i n f o r m a t i o n on the Web, since t h a t 

11 tends t o be a good place f o r people t o get i t . As I've 

12 said, we would enhance our ind u s t r i a l - c o m m e r c i a l services 

13 group t o be able t o respond t o more questions, and those 

14 would be avenues as w e l l t h a t are a v a i l a b l e t o customers i f 

15 they choose not t o attend the meeting. 

16 Q. The customer service group, I wasn't q u i t e sure 

17 what you meant. That's a customer t h a t ' s where you phone 

18 i n and ask questions? 

19 A. Yeah, as d i s t i n c t from our normal phone service 

20 f o r r e s i d e n t i a l customers, what we c a l l our CSRs. The ICS 

21 group i s s t a f f e d by engineers f a m i l i a r w i t h the needs of 

22 large customers and service issues and b i l l i n g issues. 

23 Q. I b e l i e v e i n your testimony you say t h a t the 

24 s o l i c i t a t i o n f o r bids through the RFP would be i n October, 

25 2009; i s t h a t correct? 
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1 A. Yes. 

2 Q. I s t h a t the e a r l y p a r t of October, end of 

3 October? Do we know yet? 

4 A. I ' d have t o r e f e r back t o the schedule l a i d out 

5 i n the f i l i n g -- no, we changed t h a t . The schedule t h a t was 

6 l a i d out i n the p e t i t i o n was the schedule t h a t sought 

7 s o l i c i t a t i o n I would t h i n k the e a r l y p a r t of October, but I 

8 don't t h i n k we've s e t t l e d t h a t y e t . 

9 Q. Okay. Why October? 

10 A. Because t h a t seems t o be a p e r i o d of time 

11 reasonably close t o the supply date t o provide s u p p l i e r s 

12 comfort t h a t they don't have to keep t h e i r supply hedges i n 

13 place f o r too long a period of time. That introduces more 

14 f o r e c a s t i n g r i s k and then increases t h e i r discomfort and 

15 r i s k premium, but a per i o d of time t h a t allows us t o 

16 complete n o t i f i c a t i o n s of customers, adj u s t the t a r i f f , 

1? o b t a i n Commission approval and those kinds of th i n g s , so 

18 i t ' s a balancing. 

19 Q. I believe i n the cu r r e n t modified CBP, the 

20 customer w i l l have 30 days t o decide whether they s t i l l want 

21 t o stay on the f i x e d p r i c e program; i s t h a t correct? 

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

23 Q. When does t h a t 30 day clock s t a r t ? 

24 A. I t h i n k i t would s t a r t from the p o i n t of 

25 customer n o t i f i c a t i o n . Then the question becomes, i s i t a 
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drop i n the mail date or a mail d e l i v e r y date. I n the past, 

I t h i n k we've used a mail d e l i v e r y date f o r customer choice 

communications, but I'd want t o look back at the Commission 

r u l e s and see which i s more appropriate and which has .been 

used i n the past. 

Q. But i t won't be the date on which the Commission 

approves the price? 

A. No. I t h i n k i t would need, i f we sai d the 

customer has 30 days, then i t has t o reasonably assume t h a t 

the customer has a not i c e i n hand and not j u s t t h a t some 

a c t i o n has occurred somewhere else i n the Commonwealth. 

Q. And how long do you expect t o have the RFP 

outstanding before a response i s needed? 

A. I don't know t h a t we've s e t t l e d the schedule f o r 

t h a t , and Mr. Cavicchi might be, as our consultant on how 

RFPs are done and the mechanics f o r those, might be b e t t e r 

equipped t o answer th a t question. 

MS. KOLICH: Am I allowed t o ask t h i s question of Mr. 

Cavicchi? 

JUDGE CHESTNUT: When he's presented, sure. 

MS. KOLICH: When he's presented, even though I 

di d n ' t 

JUDGE CHESTNUT: Yes, because i t was r e f e r r e d t o by 

t h i s witness. 

MS. KOLICH: Okay. 
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1 BY MS. KOLICH: 

2 Q. You also i n d i c a t e d j u s t a few minutes ago about 

3 r i s k premiums and t h a t ' s why you selected October. Have you 

4 q u a n t i f i e d the d i f f e r e n t i a l i n r i s k premiums i f you would 

5 s t a r t t h i s process i n September, '09 inst e a d of October, 

6 ' 09? 

7 A. No, we haven't. 

8 Q. So PP&L r e a l l y doesn't know whether there's a 

9 d i f f e r e n c e i n r i s k premiums f o r t h a t p e r i o d i f i t would 

10 s t a r t i n September versus October? 

11 A. Based on general knowledge of the wholesale 

12 market, I t h i n k there would be a d d i t i o n a l r i s k f o r sup p l i e r s 

13 having t o guess p r i c e s an a d d i t i o n a l month i n t o the f u t u r e . 

14 How much t h a t r i s k would be and whether i t would even be 

15 measurable, I don't know. 

16 Q. I n your r e j o i n d e r testimony, I believe you 

17 i n d i c a t e d there i s approximately 1,500 customers i n the 

18 la r g e C and I class, correct? 

19 A. Yes. 

20 Q. And because of t h a t number, i t would not be 

21 a d m i n i s t r a t i v e l y burdensome to do a two-step opt-out plan? 

22 A. Right. And t o the 1,500, t h a t was an estimate, 

23 and now we have some documents t h a t p o i n t t o a more c o r r e c t 

24 number. 

25 Q. Understood. A d m i n i s t r a t i v e l y , what e x a c t l y has 
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1 t o be done i n your two-step opt-out plan? 

2 A. Customers would have t o be n o t i c e d of the 

3 o p p o r t u n i t i e s a v a i l a b l e t o them and the process by which 

4 they would make an e l e c t i o n . Customers would need to 

5 respond of t h e i r e l e c t i o n . We've done t h a t i n the past w i t h 

6 scannable cards. We had to s o l i c i t at some p o i n t a l l 1.3 

7 m i l l i o n customers as t o t h e i r w i l l i n g n e s s t o release usage 

8 i n f o r m a t i o n or not, so i t ' s something t h a t we have 

9 experience w i t h and i t ' s not t h a t b i g a deal. 

10 I t might be appropriate t o include a con f i r m a t i o n 

11 step t o confirm t h a t , yes, we got your card, i t wasn't l o s t 

12 i n the m a i l , t h i s i s what you have electe d , you want t o be 

13 represented i n t h i s s o l i c i t a t i o n and have the o p p o r t u n i t y at 

14 a l a t e r date once the p r i c e i s known t o e l e c t or not e l e c t . 

15 And then once the p r i c e i s known, there would be t h a t 

16 process by which the customer would make a f i n a l e l e c t i o n . 

17 Q. Okay. I want t o t a l k about the large C and I 

18 process. Under the modified CBP, i t i s a two-step opt-out 

19 plan where the customer must a f f i r m a t i v e l y opt i n t o a f i x e d 

20 p r i c e program or he d e f a u l t s t o hourly, correct? 

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

22 Q. And the f i r s t step w i l l occur p r i o r t o the RFP 

23 being issued? 

24 A. Yes. 

25 Q. And i f any customer doesn't opt i n at t h i s 
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1 p o i n t , they a u t o m a t i c a l l y get h o u r l y service? 

2 A. That's t r u e . 

3 Q. A f t e r the RFP responses are i n , customers w i l l 

4 have 30 days i n which t o again a f f i r m a t i v e l y opt i n as a 

5 f i x e d p r i c e customer, correct? 

6 A. Now tha t they know what the p r i c e i s , t h a t ' s 

7 r i g h t . During t h a t 30 days, they might also be e n t e r t a i n i n g 

8 o f f e r s from e l e c t r i c generation s u p p l i e r s as w e l l . 

9 Q. And i f these customers i n the pool f a i l t o 

10 a f f i r m a t i v e l y opt i n f o r a second time, they a u t o m a t i c a l l y 

11 go t o hourl y service? 

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

13 Q. Then wouldn't i t be wise f o r an i n d u s t r i a l 

14 customer, i n order t o keep h i s options open, t o simply, f o r 

15 a l l of the i n d u s t r i a l customers t o opt i n i n the f i r s t step 

16 i n order t o keep t h e i r options open u n t i l they know the 

17 price? 

18 A. We might t h i n k so, but I understand some 

19 customers are prepared t o go to something else and wouldn't 

20 do t h a t . Some have been t a l k i n g t o EGSs even i n advance of 

21 -- even now, t o begin t o get t h e i r ideas together f o r what 

22 they would do i n 2010. 

23 There are people w i t h some unique load shapes, you 

24 know, and s o p h i s t i c a t e d energy buying and f o r whom energy i s 

25 a s i g n i f i c a n t p a r t of t h e i r budget, t h a t I believe they've 
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a l l but decided they're going t o sign up w i t h a s u p p l i e r . 

So would they or wouldn't they? I don't know. My 

b e l i e f i s t h a t some won't bother, and t h a t way s u p p l i e r s 

w i l l have a l i t t l e b i t more i n f o r m a t i o n . 

Q. And when you say "some," how many are we t a l k i n g 

about? 

A. I have no way of knowing. 

Q. So i t could be one? 

A. I t could be one, i t could be 20, i t could be 

400. I r e a l l y don't know. 

Q. The other issue t h a t I'm s t r u g g l i n g w i t h on your 

process i s t h i s concept of p r o v i d i n g s u p p l i e r s w i t h a more 

c e r t a i n load shape. I s t h a t a f a i r c h a r a c t e r i z a t i o n of one 

of the reasons t o seek the two-step process? 

A. As a m o d i f i c a t i o n to our o r i g i n a l proposal which 

would have provided more assurance because the pool would 

have been f i x e d . Given the comments t h a t we've heard 

otherwise, yes, t h i s i s a m o d i f i c a t i o n but s t i l l an attempt 

t o balance the i n f o r m a t i o n needs of customers who would want 

t o know the p r i c e ahead of time and s u p p l i e r s who would want 

t o serve a f i x e d load shape. 

Q. Are there any other reasons t o have a two-step 

o p t - i n program? 

A. As we discussed before, the 30 day p e r i o d does 

provide customers an o p p o r t u n i t y t o shop, provides EGSs an 
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1 o p p o r t u n i t y t o market aggressively t o those customers. I t 

2 focuses a l l customers on shopping o p p o r t u n i t i e s and might 

3 a c t u a l l y spur the competitive market i n some way. I t h i n k 

4 i f customers j ust migrate through i n a c t i o n t o a r a t e , they 

5 w i l l tend t o become i n e r t i a l and won't shop. This does k i n d 

6 of cause them t o focus on the decisions and make them i n a 

7 v i s i b l e way. 

8 Q. Now, because customers can opt out a f t e r they 

9 know the p r i c e , would these customers have t o pay the GRA? 

10 A. No. They'd be going t o f i x e d h o u r l y service and 

11 the way the GRA works i s i t t r a c k s LMP, so i t would be the 

12 same basic t h i n g . As long as they r e t a i n -- I mean, i f they 

13 don't opt out l i k e December 1st, they've got t o f u l f i l l 

14 t h e i r o b l i g a t i o n under the e x i s t i n g t a r i f f , but as of 

15 January 1, 2010, i f they go t o h o u r l y s e r v i c e , i t ' s the same 

16 t h i n g as the GRA c a l c u l a t i o n . 

17 Q. I t h i n k I misspoke. I want t o t a l k about 

18 customers who opt i n t o the f i x e d p r i c e plan and then opt i n 

19 again, so they're on the f i x e d p r i c e plan. 

20 A. Okay. 

21 Q. I'm sorry, no. They opt i n t o the f i x e d p r i c e 

22 plan and then they move o f f . 

23 A. And then they move o f f t o h o u r l y p r i c i n g ? 

24 Q. To h o u r l y a f t e r they know the p r i c e . 

25 A. Okay. 
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Q. And your answer would be, under t h a t scenario, 

2 the same? 

3 A. Right. 

4 Q. Okay. So I'm s t r u g g l i n g t o f i n d the shopping 

5 r i s k f o r s u p p l i e r s under t h i s plan. I s there any shopping 

6 r i s k ? And when I t a l k about shopping r i s k , i t ' s the r i s k of 

7 customers coming o f f of the POLR product f o r e i t h e r hourly 

p r i c e s or an a l t e r n a t i v e s u p p l i e r . 

9 A. And when you say " f o r s u p p l i e r s , " you mean the 

10 wholesale supplier? 

11 Q. Yes, f o r the s u p p l i e r of the POLR service. 

12 A. Who i s p r o v i d i n g the f i x e d p r i c e option? 

13 Q. Yes, the winning bidder who provides the f i x e d 

14 -- the bidders --

15 A. As I described and used the term, the shopping 

16 r i s k t h a t I see i s th a t a customer who e l e c t s the f i x e d 

17 p r i c e s e r v i c e , leaves f i x e d p r i c e s e r v i c e f o r an EGS, or 

18 duri n g 2010, and t h a t s u p p l i e r had planned on serving t h a t 

19 customer the whole period, had t a i l o r e d i t s b i d around t h a t , 

20 and now i t doesn't have t h a t customer. 

21 And the way I could imagine t h a t working i s the 

22 customer would remain on f i x e d p r i c e service through the hot 

23 summer months. The wholesale bidder would have a n t i c i p a t e d 

24 serving the customer during the less c o s t l y months, i n say 

25 September, October, November, December, but not have the 
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1 customer t o serve, and consequently on an average basis have 

2 served very expensive loads and have no revenue through the 

3 r e s t of the year. 

4 Q. But t h a t s u p p l i e r w i l l receive the GRA revenues, 

5 won't i t ? 

6 A. Yes. That's why we introduced the GRA. or 

7 r e t a i n e d the GRA, t o t r y t o address t h a t . So --

8 Q. So does the -- I'm sorry, go ahead. 

9 A. You asked me what shopping r i s k we saw. That's 

10 the shopping r i s k we saw. That's the a c t i o n we took. And I 

11 t h i n k t h a t probably addresses the issue. 

12 Q. That was my f a u l t . I meant t o ask, assuming 

13 your p l a n i s approved as proposed, does the winning 

14 s u p p l i e r s have any shopping r i s k or has i t a l l been s h i f t e d 

15 t o the customer? 

16 A. For the large C and I group, other than the r i s k 

17 of not knowing the exact pool at the f r o n t end, but t h a t ' s 

18 not r e a l l y a shopping r i s k as we've defined i t . That's, 

19 I've chosen t o go w i t h the f i x e d p r i c e r i s k . Yes, we have 

20 addressed the shopping r i s k t h a t the s u p p l i e r would face 

21 from customers making an e l e c t i o n t o leave f i x e d p r i c e 

22 service d u r i n g the year 2010. 

23 Q. I understand you've addressed i t . My question 

24 was whether or not the shopping r i s k has been s h i f t e d t o the 

25 customer as opposed t o the s u p p l i e r based on the way the CBP 
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1 would operate i f approved as proposed. 

2 A. The premium associated w i t h t h a t r i s k has1 been 

3 s h i f t e d . Now, t o the extent t h a t the customer -- the 

4 customer knows what he's elected. The customer knows what 

5 options he may have a v a i l a b l e t o him. He may choose to pay 

6 the GRA. 

7 I don't know t h a t t h a t ' s -- I'm not an expert on 

8 r i s k . I don't know how t h a t t r a n s l a t e s t o the word " r i s k , " 

9 but the f i x e d p r i c e service i s known t o the customer and he 

10 can e l e c t t o leave t h a t during the year. But I don't t h i n k 

H he has r i s k associated w i t h them. He makes an informed 

12 d e c i s i o n and has an o f f e r from an EGS and knows what h i s 

13 a l t e r n a t i v e i s . When we t a l k about r i s k s h i f t i n g , i t may be 

14 a l i t t l e b i t more complicated than t h a t . 

15 Q. Let me ask i t a d i f f e r e n t way, then. Would the 

16 s u p p l i e r have any shopping r i s k , the winning s u p p l i e r s i n t o 

17 the RFP, have any shopping r i s k under the CBP as proposed? 

18 A. Under the CBP as proposed, there shouldn't be a 

19 l o t of premium i f any i n h i s b i d t o r e f l e c t m i g r a t i o n of 

20 customers. 

21 Q. So the answer i s --

22 A. To shopping. 

23 Q. So the answer i s no, the s u p p l i e r would not have 

24 any shopping -- would have nominal shopping r i s k at best? 

25 A. As we've defined shopping r i s k here and exclude 
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the opt-in process at the front end, yes. 

Q. Okay. You also t a l k e d about Irene P r e z e l j ' s , i n 

your r e j o i n d e r , her p o s i t i o n . And I'm not sure i f I heard 

you c o r r e c t l y or not, but i s i t your p o s i t i o n t h a t FES i s 

proposing t h a t PPL s o l i c i t customers and ask them i f they 

want to be on a f i x e d p r i c e option? 

A. No. My understanding of her testimony i s t h a t 

we simply include them a l l i n a f i x e d p r i c e o p t i o n , t h a t we 

take the e n t i r e l i s t of customers and t h a t i s , they and 

t h e i r load shapes are the basis f o r the b i d . That's my 

understanding of her testimony. 

Q. Okay. Now, you t e s t i f i e d e a r l i e r t h a t the vast 

m a j o r i t y of your 1,500 or so customers i n the large C and I 

class are on LP-4; i s t h a t correct? 

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

Q. You also t e s t i f i e d t h a t the vast m a j o r i t y , or 

those types of customers on LP-4 can't s h i f t load, i t ' s 

d i f f i c u l t f o r them to respond t o ho u r l y p r i c e s i g n a l s ; i s 

t h a t correct? 

A. Yes. 

Q. So I guess my question i s , why would PPL put the 

vast m a j o r i t y of i t s customers -- w e l l , d e f a u l t the vast 

m a j o r i t y of i t s customers t o a service t h a t they r e a l l y 

can't take? 

A. We don't t h i n k we'd be d e f a u l t i n g them to 
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service t h a t they can't take. We t h i n k t h a t the process 

would r e s u l t i n informed and educated customers, and tha t i s 

one of the challenges of moving t o a competitive 

marketplace, i s t o educate customers as t o the choices they 

have a v a i l a b l e t o them. 

Q. You believe t h a t ' s the j o b of the what do you 

c a l l them i n PA the d i s t r i b u t i o n companies? 

A. That's p a r t of the d u t i e s t h a t we ca r r y as a 

r e s u l t of Commission orders and r e g u l a t i o n s regarding 

choice, yes. 

MS. KOLICH: That's a l l I have, Your Honor. 

JUDGE CHESTNUT: Thank you, Ms. K o l i c h . I have t o 

t e l l you, t h a t was the most -- I won't say abusive, but I 

hope i n the f u t u r e you can be more r e a l i s t i c about 

e s t i m a t i n g how much cross t h a t you have f o r a witness. 

MS. KOLICH: I understand. 

JUDGE CHESTNUT: Even i f Mr. K r a l l had given one word 

answers, I t h i n k t h a t would have been more than 15 minutes. 

MS. KOLICH: My apologies, Your Honor. 

JUDGE CHESTNUT: Sure. 

That takes us to PennFuture, i f you're s t i l l awake. 

MR. JUGOVIC: Good morning. Your Honor. 

JUDGE CHESTNUT: Good morning. 

CROSS-EXAMINATION 

BY MR. JUGOVIC: 
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1 Q. Good morning, Mr. K r a l l . 

2 A. Good morning, Mr. Jugovic. 

3 Q. My name i s George Jugovic and I represent 

4 PennFuture, and my questions w i l l be d i r e c t e d towards the 

5 a l t e r n a t i v e energy purchase p o r t i o n of your testimony. I 

6 j u s t have a couple c l a r i f y i n g questions. 

7 I s i t c o r r e c t t h a t PPL's CBP proposed t o , i n each of 

8 i t s s i x s o l i c i t a t i o n s , t o re q u i r e i t s bidders t o meet i t s 

9 A l t e r n a t i v e Energy P o r t f o l i o Standards Act p o r t i o n e q ually 

10 f o r each separate bid? 

11 A. I would say on a pro r a t a basis, consistent --

12 i f you're p r o v i d i n g a m i l l i o n megawatt-hours under a 

13 p a r t i c u l a r tranche, then i t should r e f l e c t the AEPS 

14 requirement associated w i t h t h a t m i l l i o n megawatt-hours. 

15 Q. And how w i l l t h a t p o r t i o n of AEPS be determined 

16 i n the b i d d i n g process, i n the RFP? 

17 A. I t ' s already s p e l l e d out i n Commission r u l e s i n 

18 the implementation order which i n t e r p r e t s the language of 

19 the Act, s p e c i f i e s the percentages f o r the d i f f e r e n t 

20 r e p o r t i n g periods, r e p o r t i n g periods being d i f f e r e n t than 

21 calendar years. 

22 And then of course the s u p p l i e r i s going t o have t o 

23 understand t h a t the usage p a t t e r n s may be d i f f e r e n t i n 

24 d i f f e r e n t months and respond. So i f h y p o t h e t i c a l l y the 

25 requirement i s one and a h a l f percent through May 31st and 
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1 two percent through the end of the year, he needs t o plan t o 

2 know what t h a t load shape i s and know t h a t 1.5 percent of 

3 t h a t load shape may be d i f f e r e n t i n d i f f e r e n t months. 

4 Q. Could you ex p l a i n why PPL decided t o seek 

5 compliance w i t h i t s 2010 AEPS requirement by s o l i c i t i n g the 

6 c r e d i t s , renewable energy c r e d i t s p r o p o r t i o n a l l y across the 

7 s i x s o l i c i t a t i o n s ? 

8 A. Sure. The basic mechanism i s r e a l l y patterned 

9 a f t e r New Jersey which we understand s o l i c i t s t h e i r 

JO renewable requirement as a p o r t i o n of t h e i r energy b i d 

11 through t h e i r auction process. So t h a t basic mechanic comes 

12 from ther e . 

13 The de c i s i o n t o include a p o r t i o n i n each of the 

14 s o l i c i t a t i o n s was an e f f o r t t o get a market p r i c e f o r AEPS 

15 resources the same way we're s o l i c i t i n g the market m u l t i p l e 

16 times f o r energy resources, and d i p i n t o the market t o t r y 

17 t o get a rep r e s e n t a t i v e market p r i c e . 

18 Q. Do you t h i n k i t ' s f a i r t o charact e r i z e the 

19 renewable energy c r e d i t market as an emerging energy market 

20 i n Pennsylvania? 

21 A. C e r t a i n l y renewable technologies are an emerging 

22 area. As f a r as being emerging market, yeah, I guess so. 

23 Other s t a t e s have more f u l l y developed and more mature 

24 markets. For example, I t h i n k we can get broker quotes f o r 

25 New Jersey markets or Connecticut markets, and at t h i s p o i n t 
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Pennsylvania markets don't have s i m i l a r v e h i c l e s , so i n t h a t 

context I would agree w i t h you. 

Q. Does PPL have any concerns t h a t bidders w i l l not 

be able t o su c c e s s f u l l y f u l f i l l t h a t p o r t i o n of any of the 

s o l i c i t a t i o n s ? 

A. I t h i n k any time you go out w i t h a contr a c t , you 

have some concern about the other p a r t y performing. That's 

why we have clauses i n there t o address such circumstances. 

But i n general, no. New Jersey seems t o have done q u i t e 

w e l l . Yes, i t ' s t r u e t h a t the Pennsylvania market may 

s t r a i n a developing marketplace and the a d d i t i o n of other 

s t a t e s may cause a d d i t i o n a l s t r a i n , but I t h i n k we need t o 

l e t t h a t market develop, and to do otherwise would be t o 

deny i t economic signals t h a t would cause i t t o develop. 

Q. Did PPL consider weighting i n any respect the 

s o l i c i t a t i o n s t o insure compliance w i t h your AEPS 2010 POLR 

requirements? 

A. I n our o r i g i n a l proposal, we d i d not. I n our 

modified proposal, we've agreed t o fr o n t - e n d load the s o l a r 

requirement. 

The Act t r e a t s s o l a r d i f f e r e n t l y i n a l o t of 

respects, and we f e l t i t might not be in a p p r o p r i a t e t o also 

t r e a t s o l a r d i f f e r e n t l y i n t h i s case, although we 

acknowledge t h a t t h a t puts a burden on s o l a r resources i n 

the '07 time frame and precludes g e t t i n g maybe more cost 
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1 e f f e c t i v e resources i n the '08-'09 time frame. 

2 Q. Does PPL, considering the merging nature of the 

3 renewable energy market i n Pennsylvania, does PPL consider 

4 i t n e c e s s a r i l y unreasonable, an unreasonable proposal t o 

5 fron t - e n d not 100 percent but t o weight i n the e a r l i e r 

6 s o l i c i t a t i o n s the r e a l energy purchase, r e a l -- a l t e r n a t i v e 

7 energy purchase? 

8 A. Are you suggesting t h a t we should front-end load 

9 more than j u s t the solar? 

10 Q. I'm asking, i f t h a t was a proposal, would PPL 

11 n e c e s s a r i l y consider i t t o be unreasonable? 

12 A. We're not r e a l fond of t h a t proposal because i t 

13 s o r t of -- i t doesn't allow the a l t e r n a t i v e energy market t o 

14 develop i n the way t h a t maybe i t should and i t puts an 

15 a r t i f i c i a l loading i n the f r o n t end when i n f a c t p r o j e c t s i n 

16 the p i p e l i n e might not be a v a i l a b l e u n t i l l a t e r . 

17 MR. JUGOVIC: Thank you. Your Honor. I have no 

18 f u r t h e r questions. Thank you, Mr. K r a l l . 

19 JUDGE CHESTNUT: Thank you, Mr. Jugovic. 

20 Mr. MacGregor, I had assumed t h a t you would do 

21 r e d i r e c t a f t e r a l l the p a r t i e s d i d t h e i r cross. 

22 MR. MacGREGOR: Yes, Your Honor. 

23 JUDGE CHESTNUT: Okay. You d i d n ' t want t o do i t 

24 a f t e r each one? 

25 MR. MacGREGOR: No. I hope I haven't been passing an 
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1 o p p o r t u n i t y . 

2 JUDGE CHESTNUT: No, t h a t j u s t occurred t o me. 

3 MR. MacGREGOR: I was hoping t o wait u n t i l the' end. 

4 JUDGE CHESTNUT: Okay. That takes us t o PPLICA. 

5 MS. POLACEK: Your Honor, Pamela Polacek on behalf of 

6 PPLICA. Due t o my l a t e a r r i v a l a t the hearing t h i s morning, 

7 I was hoping --

8 JUDGE CHESTNUT: You can f i l l i n --

9 MS. POLACEK: I f you would accept an o r a l statement. 

10 JUDGE CHESTNUT: C e r t a i n l y . 

11 MS. POLACEK: I do apologize. 

12 JUDGE CHESTNUT: I won't accept i t o r a l l y but you can 

13 f i l l i t i n l a t e r . 

14 MS. POLACEK: Can I f i l l i t i n l a t e r ? 

15 JUDGE CHESTNUT: Sure. 

16 MS. POLACEK: Thank you. And I apologize f o r 

17 obviously overlooking the communication t h a t moved t h i s up. 

18 JUDGE CHESTNUT: No problem. 

19 CROSS-EXAMINATION 

20 BY MS. POLACEK: 

21 Q. Good morning, Mr. K r a l l . How are you? 

22 A. Good morning. 

23 Q. I have j u s t h o p e f u l l y a few questions f o r you. 

24 F i r s t I ' d l i k e t o ask you a few questions about the, I t h i n k 

25 what you term i n your testimony the legacy r a t e s , and 
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1 s p e c i f i c a l l y Rate Schedules IS-T and IS-P. 

2 A. Correct. 

3 Q. And am I co r r e c t t h a t PPL intends t o conduct the 

4 la r g e C and I request f o r proposals t o o b t a i n the wholesale 

5 POLR supply t h a t w i l l be a v a i l a b l e t o a l l o f the customers 

6 on Rate Schedules LP-4, LP-5, LP-6, IS-T and IS-P? 

7 A. Yes, t h a t ' s c o r r e c t . We'd include them a l l i n 

8 one s o l i c i t a t i o n grouping. 

9 Q. Okay. And the POLR supply service f o r a l l of 

10 those customers under the Competitive Bridge Plan w i l l be 

11 f i r m supply service, correct? 

12 A. Unless the customers opt out of t h a t f i r m supply 

13 service and e l e c t an hour l y se r v i c e , r e a l - t i m e h o u r l y 

14 se r v i c e . 

15 Q. But i f they take the f i x e d r a t e , i t ' s a f i r m 

16 supply s e r v i c e , correct? 

17 A. Yes. 

18 Q. Okay. And on Rate Schedules IS-T and IS-P, 

19 those customers also purchase d i s t r i b u t i o n service from PPL, 

20 correct? 

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

22 Q. Okay. And as the current proceeding i s a POLR 

23 supply f i l i n g , am I co r r e c t t h a t PPL's proposals here are 

24 l i m i t e d t o generation supply service issues? 

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

COMMONWEALTH REPORTING COMPANY (717) 761-7150 



• 

131 

1 Q. Okay. And Rate Schedules IS-T and IS-P w i l l 

2 remain f o r the customer's d i s t r i b u t i o n charges i n 2010? 

3 A. As nothing i n t h i s proceeding would change 

4 t h a t . That's r i g h t . 

5 Q. And i f you could t u r n t o page 16 of your 

6 r e b u t t a l testimony --

7 JUDGE CHESTNUT: Do you have Mr. K r a l l ' s redacted 

8 statement? I f not, could you give her one, Mr. MacGregor? 

9 MS. POLACEK: I don't b e l i e v e so. 

10 (Document handed t o Ms. Polacek.) 

11 JUDGE CHESTNUT: The page number and l i n e s are the 

12 same. 

13 MS. POLACEK: The page number and l i n e s are the same? 

14 That's going t o make t h i s easier. 

15 BY MS. POLACEK: 

16 Q. And at the top of t h a t page, you have a question 

17 and answer about whether a formula i s necessary f o r the 

18 h o u r l y p r i c e o p t i o n t h a t would be provided t o the large C 

19 and I customers i n 2010. 

20 A. Correct. 

21 Q. And you discuss PP&L's i n t e n t i o n t o b i d out the 

22 h o u r l y p r i c e service f o r large C and I customers. Can you 

23 e x p l a i n f o r me how PP&L w i l l evaluate the bids t h a t i t 

24 receives f o r t h i s service? 

25 A. B a s i c a l l y the e v a l u a t i o n t o o l would be an adder 
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on LMP so t h a t we'd be asking the bidders t o b i d to serve 

customers at LMP plus' an hourly adder. The hourl y adder 

would r e f l e c t t h e i r a d m i n i s t r a t i v e charges, capacity, t h e i r 

estimate of losses or using our -- you know, they can .use 

our f i g u r e as w e l l . 

And t h a t would be the basis f o r c a l c u l a t i n g r a t e s , so 

then i t would be the LMP i n t h a t hour plus the adder times 

the customer's usage. 

So t o the extent t h a t t h a t i s a formula, we would not 

dispute t h a t some formula needs t o be i n the t a r i f f t o 

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

Q. And you do agree w i t h me t h a t i n terms of an 

hou r l y p r i c e , there are costs i n a d d i t i o n t o the PJM 

l o c a t i o n a l marginal p r i c e or LMP t h a t would need to be 

r e f l e c t e d ? 

A. Yes, I do, and t h a t ' s the f i g u r e t h a t we would 

be l o o k i n g t o do the eva l u a t i o n on. 

Q. And so you would take the b i d , j u s t t o ex p l a i n 

t h i s a l i t t l e b i t f o r myself, you would have them b i d on 

everything i n c l u d i n g t h e i r adder, t h e i r a d m i n i s t r a t i v e 

costs, the capacity costs and a l l the a n c i l l a r y service 

costs? 

A. Yes. 

Q. And would an alternative way to do that be to 

include a formula t h a t includes a s p e c i f i c PJM mechanism f o r 
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1 the capacity costs and f o r the a n c i l l a r y service costs? 

2 A. I presume t h a t the b i d d i n g s u p p l i e r would have 

3 h i s own formulas. To prescribe a formula f o r him would be 

4 maybe t o l i m i t h i s f l e x i b i l i t y i n p r i c i n g . 

5 Q. But the customer would be able t o go back and 

6 v e r i f y t h a t i t was the LMP plus whatever the adder t h a t 

7 s u p p l i e r b i d t h a t included a l l of those other elements 

8 except f o r the LMP? 

9 A. I'm sorry, could you repeat t h a t again? 

JO Q. Under the way you would e n v i s i o n t h i s bid-out 

11 o c c u r r i n g , the customer who's paying the hour l y p r i c e i n any 

12 hour, they would be able t o look at t h a t p r i c e and v e r i f y 

13 t h a t i t i s based on the l o c a t i o n a l marginal p r i c e f o r the 

14 hour plus the adder from the s u p p l i e r t h a t included a l l of 

15 the elements t h a t we've discussed, from a d m i n i s t r a t i v e costs 

16 t o a n c i l l a r y services t o capacity? 

17 A. That's how we env i s i o n i t , yes. 

18 Q. And does PP&L have any i n d i c a t i o n from wholesale 

19 s u p p l i e r s t h a t they are a c t u a l l y i n t e r e s t e d i n p r o v i d i n g 

20 t h i s h o u r l y LMP service f o r the POLR load? 

21 A. I t h i n k I ' d defer t h a t question t o Mr. Cavicchi 

22 who's our consultant as f a r as products a v a i l a b l e i n the 

23 market and the i n t e r e s t f o r those products. 

24 Q. And f i n a l l y , PP&L had asked PPLICA t o e x p l a i n i n 

25 a l e t t e r i n l i e u of s u r r e b u t t a l testimony our p o s i t i o n 
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1 regarding i n c l u d i n g a formula i n the t a r i f f f o r the hourly 

2 p r i c e s e r v i c e , where we o f f e r e d t o work w i t h you during t h i s 

3 process t o t r y and come up w i t h a way t o meet both of our 

4 needs. I s the company agreeable t o doing that? 

5 A. Yes. 

6 MS. POLACEK: Thank you. That's a l l I have. 

7 JUDGE CHESTNUT: Thank you, Ms. Polacek. That takes 

8 us t o R e l i a n t . 

9 MR. KNIPE: Your Honor, having entered i n t o a 

10 s t i p u l a t i o n w i t h PPL, Reliant w i l l not be cross-examining 

11 any of the PPL witnesses. 

12 JUDGE CHESTNUT: Okay. That brings us back t o 

13 C o n s t e l l a t i o n . 

14 MR. LEWIS: Yes. Your Honor, during Mr. K r a l l ' s 

15 testimony, we took the l i b e r t y of t r y i n g t o memorialize the 

16 agreement i n p r i n c i p l e we have reached w i t h the company. 

17 That was done. Mr. Thomas back at my o f f i c e has e-mailed t o 

18 Mr. MacGregor and others a d r a f t --

19 MR. MacGREGOR: But I f o r g o t my Blackberry, so I 

20 don't have i t . 

21 MR. LEWIS: And w i t h Your Honor's permission and i f 

22 i t ' s convenient t o Your Honor, i f we could take a 15 minute 

23 recess, we might be able t o confirm t h a t there i s a 

24 settlement on those p o i n t s . 

25 JUDGE CHESTNUT: Well, I'm not going t o take a break. 
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1 I ' d r a t h e r j u s t t h a t you r e p o r t back l a t e r t h i s morning when 

2 we do take a break, okay? I s t h a t possible? 

3 MR. LEWIS: That's f i n e . Your Honor, but I would 

4 t h e r e f o r e , u n t i l we have c o n f i r m a t i o n , I would reserve the 

5 r i g h t t o cross-examine Mr. K r a l l . 

6 JUDGE CHESTNUT: Right. Mr. K r a l l , you don't mind 

7 s t i c k i n g around u n t i l t h a t , do you? 

8 THE WITNESS: Not at a l l . I'm here f o r the d u r a t i o n . 

9 JUDGE CHESTNUT: Okay. Then w e ' l l j u s t proceed and 

10 you can get back t o us w i t h t h a t , okay? 

11 MR. LEWIS: Thank you, Your Honor. 

12 JUDGE CHESTNUT: Did you want t o do r e d i r e c t ? 

13 MR. HASSELL: We'd l i k e t o t a l k maybe f i v e minutes, 

14 Your Honor. 

15 JUDGE CHESTNUT: A l l r i g h t , a f i v e minute break. 

16 (Recess.) 

17 JUDGE CHESTNUT: Mr. MacGregor, do you have any 

18 r e d i r e c t examination? 

19 MR. MacGREGOR: Yes, I have one question, Your Honor, 

20 which i s by way of a c o r r e c t i o n . 

21 REDIRECT EXAMINATION 

22 BY MR. MacGREGOR: 

23 Q. Mr. K r a l l , during FirstEnergy's cross-

24 examination, you had a discussion of the company's e x i s t i n g 

25 generation r a t e adjustment, GRA, and how i t might apply i n 
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1 2010. Do you have a c o r r e c t i o n t o make t o your testimony at 

2 t h i s time? 

3 A. Yes, I do. And I apologize. The GRA i s f a i r l y 

4 simple i n a sta b l e environment, but as we move t o d i f f e r e n t 

5 products, sometimes I lose t r a c k of how i t would apply. 

6 The GRA requires customers who r e t u r n from shopping 

7 t o remain w i t h the company f o r 12 months. And I had 

8 i n d i c a t e d i n response t o FirstEnergy's questions t h a t the 

9 a p p l i c a t i o n of GRA would v i r t u a l l y e l i m i n a t e shopping r i s k 

10 from the perspective of s u p p l i e r s . 

11 And I got confused w i t h customers going from f i x e d 

12 cap t a r i f f r ates t o a choice of f i x e d p r i c e i n a market 

13 environment t o h o u r l y service and op t i n g i n and opt i n g out. 

14 And durin g the break, we r e a l i z e d t h a t we need t o 

15 c l a r i f y t h a t the way the t a r i f f language works, i t requires 

16 a 12 month stay, and i t requires a 12 month stay on POLR 

17 supply. 

18 I n the circumstance where a customer comes back t o 

19 POLR service i n , say, October of '09 and then leaves again 

20 f o r shopping sometime during 2010 but before the 12 months 

21 stay, the GRA would apply i n t h a t circumstance. There i s --

22 wait a minute, I'm confused again. 

23 MR. MacGREGOR: That's r i g h t . 

24 THE WITNESS: The GRA would apply i n t h a t 

25 circumstance, t h a t ' s r i g h t . I n the circumstance where a 
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customer has been w i t h us f o r more than 12 months -- and 

th a t f i r s t h y p o t h e t i c a l i s the one t h a t I addressed i n 

response t o the FirstEnergy question. 

I f the customer has been w i t h us f o r more than.12 

months and chooses t o shop during t h a t GRA per i o d during, 

the 2010 per i o d , the GRA wouldn't apply because the customer 

would have s a t i s f i e d t h e i r 12 month o b l i g a t i o n . 

There would be no funds c o l l e c t e d t o compensate the 

s u p p l i e r , hence there would s t i l l be r e s i d u a l r i s k t o the 

s u p p l i e r . 

BY MR. MacGREGOR: 

Q. So, f o r example, i f a customer had been shopping 

and r eturned t o PPL i n A p r i l of 2009 --

A. Yes. 

Q. -- and i s t a k i n g f i x e d - p r i c e POLR service --

A. Yes. 

Q. -- from the company f o r the remainder of 2 0 09 

and then s e l e c t s t o receive f i x e d s e rvice i n 2010 under the 

Competitive Bridge Plan, the customer could shop any time 

a f t e r A p r i l , 2010 because the customer would have been back 

f o r 12 months and, at any time a f t e r A p r i l , 2010 and f o r the 

remainder of 2010, could shop without paying the GRA? 

A. That's c o r r e c t , because the customer would have 

s a t i s f i e d t h e i r 12 month o b l i g a t i o n under the t a r i f f terms. 

MR. MacGREGOR: Thank you. Your Honor. That's a l l we 
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1 have. 

2 JUDGE CHESTNUT: Does anybody have any recross based 

3 on the r e d i r e c t ? Ms. Kolich? 

4 MS. KOLICH: Thank you, Your Honor. 

5 RECROSS-EXAMINATION 

6 BY MS. KOLICH: 

7 Q. I j u s t need a c l a r i f i c a t i o n . Customers who 

8 sel e c t POLR at any time f o r the 2010 peri o d , they can get 

9 o f f of POLR at any time? There's no minimum stay 

10 requirement; i s t h a t correct? 

11 A. Customers who e l e c t -- when you say POLR, you 

12 mean f i x e d p r i c e option? 

13 Q. I'm sorry, f i x e d p r i c e o p t i o n . Those customers 

14 can se l e c t another s u p p l i e r at any time during 2010, 

15 correct? 

16 A. Subject t o the h y p o t h e t i c a l t h a t we j u s t 

17 described, the GRA could apply, or not, yes, depending --

18 Q. Right. The GRA w i l l apply, they have to pay 

19 t h a t , but they can --

20 A. Oh, yes, absolutely, a b s o l u t e l y . 

21 Q. Okay. And the same i s t r u e , they can switch 

22 from a f i x e d p r i c e t o an hourly p r i c e a t any time during 

23 2 010? 

24 A. Yes. 

25 MS. KOLICH: Thank you, Your Honor. 

COMMONWEALTH REPORTING COMPANY (717) 761-7150 



139 

i 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

JUDGE CHESTNUT: Thank you v e r y much, Mr. K r a l l . 

You're excused f o r now, based on C o n s t e l l a t i o n ' s u l t i m a t e 

d e t e r m i n a t i o n . 

THE WITNESS: Thank you, Your Honor. 

(Witness excused.) 

JUDGE CHESTNUT: That t a k e s us t o our next w i t n e s s . 

MR. MacGREGOR: Yes, Your Honor. Our next w i t n e s s i s 

Mr. Joseph C a v i c c h i , C-A-V-I-C-C-H-I. 

JUDGE CHESTNUT: Mr. C a v i c c h i , could you stand, 

p l e a s e ? R a i s e your r i g h t hand. 

Whereupon, 

JOSEPH CAVICCHI 

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

JUDGE CHESTNUT: Please s i t down. 

MR. MacGREGOR: Your Honor, I would l i k e t o mark f o r 

i d e n t i f i c a t i o n t h e d i r e c t t e s t i m o n y o f Mr. C a v i c c h i as PPL 

Statement No. 2. 

JUDGE CHESTNUT: I t w i l l be so marked. 

(Whereupon, t h e document was marked 

as PPL Statement No. 2 f o r 

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

MR. MacGREGOR: And h i s a t t a c h e d e x h i b i t as E x h i b i t 

JUDGE CHESTNUT: Okay, a l s o . 

(Whereupon, the document was marked 

JC-1. 
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i d e n t i f i c a t i o n . ) 

JUDGE CHESTNUT: Mr. Cavicchi, what's the actual name 

of your company? 

THE WITNESS: I t ' s Lexecon, an FTI Company. 

JUDGE CHESTNUT: Okay. 

MR.. MacGREGOR: And also we'd l i k e t o mark f o r 

i d e n t i f i c a t i o n Mr. Cavicchi's r e b u t t a l statement as PPL 

Statement No. 2-R. 

JUDGE CHESTNUT: I t w i l l be so marked. 

(Whereupon, the document was marked 

as PPL Statement No. 2-R f o r 

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

MR. MacGREGOR: That statement has also been redacted 

t o r e f l e c t the s t i p u l a t i o n w i t h R e l i a n t . 

JUDGE CHESTNUT: I t h i n k I have i t . 

MR. MacGREGOR: And there are copies a v a i l a b l e f o r 

the p a r t i e s who may need i t . 

DIRECT EXAMINATION 

BY MR. MacGREGOR: 

Q. Mr. Cavicchi, do you have before you copies of 

the documents t h a t have been marked f o r i d e n t i f i c a t i o n as 

PPL Statement No. 2, Statement No. 2-R and E x h i b i t JC-1? 

A. I do. 

Q. And were those documents prepared e i t h e r by you 
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1 or under your d i r e c t supervision? 

2 A. Yes, they were. 

3 Q. Do you have any changes or c o r r e c t i o n s t o make 

4 t o those documents at t h i s time? 

5 A. No, I do not. 

6 Q. And i s the i n f o r m a t i o n contained i n those 

7 documents t r u e and co r r e c t t o the best of your knowledge? 

8 A. I t i s . 

9 MR. MacGREGOR: Your Honor, subject t o cross-

10 examination and t i m e l y motion, we would move the admission 

11 of PPL Statement 2, Statement 2-R and E x h i b i t JC-1. 

12 JUDGE CHESTNUT: Any objection? 

13 (No response . ) 

14 JUDGE CHESTNUT: The documents are admitted. 

15 (Whereupon, the documents marked 

16 as PPL Statements Nos. 2 and 2-R 

17 and PPL Exhibit JC-1 were received 

18 i n evidence.) 

19 MR. MacGREGOR: And we have no r e j o i n d e r testimony 

20 f o r Mr. Cavicchi. He i s a v a i l a b l e f o r cross-examination. 

21 JUDGE CHESTNUT: I'm going t o use the same procedure 

22 I used before, which i s I'm going t o go down the witness 

23 g r i d i n order t o see who i n d i c a t e d they do have cross-

24 examination f o r t h i s witness. Mr. Lewis? 

25 MR. LEWIS: Your Honor, we have reserved s l i g h t 
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cross-examination f o r Mr. Cavicchi, but again, i n l i g h t of 

the settlement discussions, we would ask t h a t t h a t be 

reserved. 

JUDGE CHESTNUT: Okay. 

D i r e c t Energy? 

CROSS-EXAMINATION 

BY MR. MOODY: 

Q. Good morning, Mr. Cavicchi. 

A. Good morning. 

Q. Would you t u r n t o page seven of your r e b u t t a l 

testimony, l i n e s 14 through 16? Could you t e l l me, how do 

you def i n e a c t u a l market prices? 

A. I define --

Q. I n t h a t passage. 

A. This i s the passage, j u s t so I'm cl e a r . 

"However, there i s no basis t o conclude" 

A. Yes. 

Q. -- "t h a t a one-year forward p r i c e established i n 

2009 f o r 2010 w i l l be more r e f l e c t i v e of a c t u a l market 

p r i c e s i n 2010 than a three-year laddered a c q u i s i t i o n . " 

I n t h a t statement, the -- and I assume you're loo k i n g 

at "more r e f l e c t i v e of actual market p r i c e s . " 

Q. Yeah, the term "actual market p r i c e s " i n t h a t 

sentence. How do you define that? 

A. The meaning of ac t u a l market p r i c e s i n th a t 

COMMONWEALTH REPORTING COMPANY (717) 761 -7150 



143 

1 sentence i s , i f one measured, a f t e r the year 2010 has. 

2 elapsed, a l l of the hour l y p r i c e s , the reference I was 

3 making was t o look back at those spot market p r i c e s -- maybe 

4 t h a t would be the ac t u a l b e t t e r d e s c r i p t i o n . 

5 They're meant t o be the very s h o r t - r u n p r i c e s t h a t 

6 p r e v a i l throughout the year 2010 i f you were t o make no 

7 purchases i n advance. 

8 Q. And when you say "spot p r i c e s , " are you t a l k i n g 

9 about h o u r l y prices? 

10 A. I am t a l k i n g about h o u r l y p r i c e s . 

11 Q. Further down t h a t same page, l i n e s 16 through 

12 18? 

13 A. Yeah. 

14 Q. I s D i r e c t Energy proposing t h a t a l l customers 

15 should receive h o u r l y p r i c i n g f o r d e f a u l t service? 

16 A. I t i s my understanding t h a t they are not. 

17 Q. I s any EGS t h a t ' s i n t h i s proceeding proposing 

18 t h a t a l l customers receive h o u r l y p r i c i n g f o r d e f a u l t 

19 service? 

20 A. No, they are not. 

21 Q. And f u r t h e r down on t h a t same page, l i n e s 18 

22 through 22, i s D i r e c t Energy i n t h i s proceeding proposing 

23 POLR p r i c i n g without the f u t u r e p r i c e being known, or not 

24 speci f i e d ? 

25 A. I'm not p o s i t i v e I can answer t h a t because 
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1 there's some issue of a p o t e n t i a l delay i n e s t a b l i s h i n g the 

2 POLR p r i c e . Technically, no. They're proposing t h a t a 

3 s o l i c i t a t i o n be run i n advance of the d e l i v e r y . 

4 Q. And i s any EGS i n t h i s case proposing t h a t the 

5 POLR p r i c e s be established i n advance w i t h a p r i c e not 

6 s p e c i f i e d u n t i l d e l i v e r y occurs? 

7 A. No. That's no one's i n t e n t i o n . My 

8 understanding i s , t h a t ' s no one's i n t e n t i o n . 

9 Q. Thank you. Turning t o page fo u r of your 

10 r e b u t t a l , l i n e s 15 and 16? 

11 A. Yes. 

12 Q. Where you say t h a t r e t a i l s u p p l i e r s g e n e r a l l y 

13 p r e f e r v o l a t i l e p r i c e s , now, you've reviewed the EGS 

14 proposals i n t h i s case, correct? 

15 A. Yes, I have. 

16 Q. And i s i t f a i r t o say t h a t the r e t a i l s u p p l i e r s 

17 g e n e r a l l y p r e f e r POLR pr i c e s t h a t adjust t o current 

18 wholesale market prices? I s t h a t a f a i r c h a r a c t e r i z a t i o n of 

19 t h e i r plans? 

20 A. I guess i t depends on how you define "current." 

21 Current, there can be a p r i c e t h a t ' s c u r r e n t today f o r 

22 d e l i v e r y a year from now. There can be a p r i c e today t h a t 

23 applies today. 

24 Q. I s i t f a i r then t o say t h a t the su p p l i e r s i n 

25 t h i s case, the r e t a i l s u p p l i e r s are proposing - - I'm sorry, 
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1 t h a t they g e n e r a l l y p r e f e r p r i c e s t h a t adjust t o your 

2 d e f i n i t i o n of ac t u a l market prices? 

3 A. I would, perhaps t o ch a r a c t e r i z e what I t h i n k 

4 you're asking, I believe they p r e f e r p r i c e s t h a t adjust more 

5 f r e q u e n t l y . And the frequency of the adjustment I t h i n k i s 

6 the subject of debate. 

7 Q. And what would be the basis f o r t h a t frequent 

8 adjustment, i n your view? 

9 A. I t h i n k the basis -- and I don't want t o 

10 prejudge t h e i r exact opinions, but I b e l i e v e the basis f o r 

11 the frequent adjustment i s t h a t they b e l i e v e t h a t ' s a b e t t e r 

12 means of p r o v i d i n g p r e v a i l i n g p r i c e s . 

13 Q. I s i t f a i r t o say t h a t the r e t a i l s u p p l i e r s want 

14 the more frequent p r i c e adjustments t o r e f l e c t what 

15 e v e n t u a l l y t u r n out t o be the a c t u a l market p r i c e s as you've 

16 defined t h a t term, looking, you know, w i t h hindsight? 

17 A. That may be p a r t of what they're hoping t o 

18 achieve. 

19 Q. And st a t e d another way, i s i t f a i r t o say t h a t 

20 the r e t a i l s u p p l i e r s i n t h i s case p r e f e r d e f a u l t p r i c e s t h a t 

21 do not f a l l below a c t u a l market prices? 

22 A. I'm not sure. I'm a c t u a l l y not sure. There's 

23 q u i t e a v a r i e t y of d i f f e r e n t opinions on the appropriate 

24 frequency of the p r i c i n g . And given there are d i f f e r e n t 

25 approaches t h a t are put f o r t h by d i f f e r e n t EGSs or wholesale 
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s u p p l i e r s , I t h i n k i t ' s i n e v i t a b l e t h a t p r i c e s w i l l be above 

and below any p r i c e t h a t ' s charged t o a consumer under any 

type of plan. 

Q. And which p r i c e s are you r e f e r r i n g to? 

A. A p r i c e t h a t ' s f i x e d p r i o r t o d e l i v e r y . I t ' s 

almost a foregone conclusion t h a t there w i l l be some times' 

when a c t u a l p r i c e s , hourly p r i c e s f o r example are higher, 

and a c t u a l h o u r l y p r i c e s are lower than what's been charged. 

Q. I s t h a t more l i k e l y t o occur the f u r t h e r i n 

advance t h a t the f i x e d p r i c e i s determined? 

A. I'm not sure t h a t i t i s more l i k e t o occur, the 

f u r t h e r i n advance. 

MR. MOODY: I have no f u r t h e r questions. 

JUDGE CHESTNUT: Thank you, Mr. Moody. 

Dominion? 

CROSS-EXAMINATION 

BY MR. STEWART: 

Q. Good morning, Mr. Cavicchi. My name i s Todd 

Stewart. I represent Dominion R e t a i l . 

A. Good morning, Mr. Stewart. 

Q. On page four of your d i r e c t testimony, you s t a t e 

t h a t the company intends t o c a r r y out s i x s o l i c i t a t i o n s over 

a three year p e r i o d f o r supply t o r e s i d e n t i a l and small 

commercial customers; i s t h a t correct? 

A. That's c o r r e c t . 
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1 Q. Have the dates f o r those s i x s o l i c i t a t i o n s been 

2 f i n a l i z e d as of t h i s point? 

3 A. I wouldn't say t h a t they've been f i n a l i z e d , but 

4 a l l of the exact dates have been provided by a schedule 

5 t h a t ' s shown i n E x h i b i t JC-1 as p a r t of the RFP, the d r a f t 

6 RFP. 

7 Q. Thank you. And f o r example, j u s t a question 

8 about t h i s and I j u s t want t o make sure I understand t h i s 

9 process. I f a week before one of these s o l i c i t a t i o n s were 

10 intended t o be made, there was a c a t a s t r o p h i c event, maybe a 

11 hurricane or something i n the Gulf of Mexico and n a t u r a l gas 

\2 p r i c e s go extremely high, e l e c t r i c p r i c e s f o l l o w and go 

13 high, would you s t i l l engage i n t h a t s o l i c i t a t i o n ? 

14 A. Yes. My b e l i e f i s t h a t --

15 Q. And would t h a t be t r u e f o r any or a l l of the 

16 s o l i c i t a t i o n s , so i f there were -- and I understand the 

17 p r o b a b i l i t y i s small -- i f there were a ca t a s t r o p h i c event, 

18 anything t h a t would d r i v e e l e c t r i c p r i c e s up r i g h t before 

19 each of these s o l i c i t a t i o n s , you would s t i l l engage i n the 

20 s o l i c i t a t i o n ? 

21 A. The i n t e n t i o n of the design i s not to presuppose 

22 t h a t the company knows at any time whether p r i c e s w i l l be 

23 higher or lower i n 2010 than they might be. So r e a l l y , the 

24 underlying objective is, we go out, buy power at prevailing 

25 p r i c e s s i x times over a three year p e r i o d , and we get what 
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1 we get. The hope i s t h a t w i l l be a decent way t o move from 

2 a 14 year a d m i n i s t r a t i v e r a t e to something t h a t ' s a bridge 

3 g e t t i n g t o whatever the state's 

4 Q. So you would agree --

5 A. -- u l t i m a t e --

6 Q. Oh, I'm sorry. 

7 A. I'm sorry -- whatever the st a t e ' s u l t i m a t e p l a n 

8 i s f o r procurement. 

9 Q. I'm sorry. I have t o wait u n t i l you're done. 

10 Would you agree w i t h me, then, t h a t the outcome of those s i x 

11 s o l i c i t a t i o n s i s l a r g e l y dependent upon e x t e r n a l f a c t o r s , 

12 t h a t you're r e a l l y a p r i c e taker i n each of those s i x 

13 s o l i c i t a t i o n s ? 

14 A. Yes. 

15 MR. STEWART: That's a l l I have, Your Honor. 

16 JUDGE CHESTNUT: Thank you very much. Now, Ms. 

17 Ko l i c h , d i d you want t o f o l l o w up on the question t h a t was 

18 deferred from Mr. K r a l l ? 

19 MS. KOLICH: Yes, Your Honor. 

20 CROSS-EXAMINATION 

21 BY MS. KOLICH: 

22 Q- Good morning, Mr. Cavicchi. My name i s Kathy 

23 K o l i c h . I represent FirstEnergy Solutions i n t h i s matter. 

24 A. Good morning, Ms. Kolich. 

25 Q. During Mr. K r a l l ' s testimony, he deferred 
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1 several questions t o you regarding the s o l i c i t a t i o n of 

2 customer i n t e r e s t i n the f i x e d p r i c e program. I would j u s t 

3 l i k e t o know i f i t ' s been determined how t h a t would take 

4 place. 

5 A. I'm j u s t t h i n k i n g back. I had thought the 

6 question was about hourly service, but no, I have not had 

7 involvement i n or ne c e s s a r i l y worked w i t h them on how --

8 you're saying how the actual -- you're saying the 

9 s o l i c i t a t i o n ? I'm sorry, I misheard you. I'm sorry. 

10 There i s i n the RFP c u r r e n t l y a suggested date f o r 

11 the s o l i c i t a t i o n f o r the la r g e commercial and i n d u s t r i a l 

\2 customers, and when you asked those questions, I'm sorry, I 

13 misunderstood you. 

14 i would expect there might be an e f f o r t t o j u s t 

15 f o l l o w the dates t h a t are c u r r e n t l y i n the RFP which c a l l 

16 f o r the f i r s t week of October. 

17 Q. Okay. I want t o make sure we're on the same 

18 page. The s o l i c i t a t i o n I'm t a l k i n g about i s the reference 

19 t h a t Mr. K r a l l made t o s o l i c i t i n g i n t e r e s t from the C and I 

20 customers, not from --

21 A. I'm t a l k i n g about when they a c t u a l l y go out t o 

22 b i d . You're t a l k i n g about before that? 

23 Q - Right. 

24 A. No, I haven't thought about how -- or I don't 

25 have an o p i n i o n on how they would a c t u a l l y , or when they 
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would s o l i c i t t h a t i n t e r e s t . 

MS. KOLICH: Thank you, Your Honor. 

JUDGE CHESTNUT: Thank you, Ms. K o l i c h . 

Mr. Mickens? 

MR. MICKENS: No questions, Your Honor. 

JUDGE CHESTNUT: Mr. Jugovic? 

{No response.) 

JUDGE CHESTNUT: I s he even here? 

(No response.) 

JUDGE CHESTNUT: Mr. Jugovic? 

MR. MacGREGOR: I ' l l see i f he's outside, Your Honor 

JUDGE CHESTNUT: Sure. 

(Pause.) 

MR. JUGOVIC: I apologize, Your Honor. I was 

f o l l o w i n g up w i t h settlement discussions. 

JUDGE CHESTNUT: I wouldn't stand i n the way of t h a t 

MR. JUGOVIC: I am going t o pass. We have no cross 

f o r t h i s witness. Thank you. 

JUDGE CHESTNUT: Okay, thank you. 

Ms. Polacek, a question was deferred from Mr. K r a l l . 

Did you want t o f o l l o w up on that? 

MS. POLACEK: Yes, please, Your Honor. 

CROSS-EXAMINATION 

BY MS. POLACEK: 

Q. Mr. Cavicchi, t h i s may be the hourl y p r i c e 
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1 question you were t h i n k i n g that you were going to get asked. 

2 I n my discussion w i t h Mr. K r a l l before, I had asked him 

3 whether the company had any i n d i c a t i o n t h a t wholesale 

4 s u p p l i e r s were i n t e r e s t e d i n bi d d i n g on the hour l y p r i c e 

5 service t h a t would be provided t o the large C and I 

6 customers. He deferred t h a t question t o you, so, do you 

7 have any i n d i c a t i o n of that? 

8 A. There i s i n d i c a t i o n t h a t wholesale s u p p l i e r s 

9 w i l l o f f e r t h a t service. I t ' s c u r r e n t l y p a r t of the New 

10 Jersey commercial, i n d u s t r i a l and energy customer products 

11 o f f e r i n g . 

12 Q. I t ' s a bid-out product i n New Jersey? 

13 A. I t ' s a bid-out product. 

14 Q. Do you know approximately how many sup p l i e r s b i d 

15 i n t h a t process the l a s t time i t was s o l i c i t e d ? 

16 A. The l a s t time, I be l i e v e they had -- there may 

17 have been only one or two. There was an issue I believe 

18 where they changed the product d e f i n i t i o n l a s t year, and I 

19 b e l i e v e as a r e s u l t of the s o l i c i t a t i o n , they weren't 

20 s a t i s f i e d w i t h i t . They've changed the product d e f i n i t i o n 

21 back to something more l i k e Mr. K r a l l defined. 

22 Q. The type of formula t h a t he was t h i n k i n g of? 

23 A. Exactly. 

24 Q. And do you know of any other j u r i s d i c t i o n s t h a t 

25 do that? 
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A. I do not. 

MS. POLACEK: Thank you, Your Honor. That's a l l I 

have. 

JUDGE CHESTNUT: Thank you, Ms. Polacek. Mr. Moody, 

I should have c l a r i f i e d t h a t -- are you here, Mr. Moody? 

MR. MOODY: Yes. 

JUDGE CHESTNUT: -- t h a t your questions were on 

behalf of a l l your c l i e n t s , not j u s t Direct? 

MR. MOODY: Yes. 

JUDGE CHESTNUT: Okay. Well, t h a t ' s the end of my 

l i s t of questioners f o r you, Mr. Cavicchi, except f o r 

C o n s t e l l a t i o n . 

Where are you w i t h respect t o t h i s , Mr. Lewis? I 

r e a l l y would l i k e t o know at t h i s p o i n t . 

MR. LEWIS: I believe we have a settlement i n 

p r i n c i p l e on a l l m a t e r i a l terms. I t i s being revised i n 

accordance w i t h a b r i e f discussion t h a t Mr. MacGregor and I 

had dur i n g the very quick break. 

My understanding i s we w i l l have a document f o r Mr. 

MacGregor's review at lunch, and assuming t h a t he agrees, 

then we would submit i t t o Your Honor. 

JUDGE CHESTNUT: Okay, because I'm wondering i n terms 

of p o t e n t i a l cross-examination of the PPL witnesses. Are 

you going t o be needing Mr. Cavicchi t o s t i c k around or not? 

MR. LEWIS: I am hopeful not, I am hopeful not, but 
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1 h i s testimony, h i s cross would have only been s l i g h t i n any 

2 event, Your Honor, so our p r i n c i p a l cross would be of Mr. 

3 K r a l l and Mr. Kleha, but I understand from Mr. MacGregor 

4 th a t Mr. K r a l l might defer some questions a c t u a l l y t o Mr. 

5 Cavicchi. 

6 THE WITNESS: I'm not planning t o leave, i f t h a t 

7 helps. 

8 JUDGE CHESTNUT: Okay. I know Mr. K r a l l i s stay i n g 

9 here. 

10 MR. MacGREGOR: Mr. K r a l l and Kleha are around both 

11 days as w e l l . There's no question of a v a i l a b i l i t y . 

12 JUDGE CHESTNUT: Okay. That's f i n e , then. Did you 

13 want t o do r e d i r e c t f o r t h i s witness? 

14 MR. MacGREGOR: I don't b e l i e v e I have any. Can I 

15 j ust have one minute t o ask co-counsel? 

16 (Pause.) 

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

18 JUDGE CHESTNUT: Thank you very much, Mr. Cavicchi. 

19 You're excused. 

20 THE WITNESS: Thank you. Your Honor. 

21 (Witness excused.) 

22 MR. HASSELL: Your Honor, i f I may, during the break 

23 I d i d speak w i t h counsel f o r O f f i c e of T r i a l S t a f f who was 

24 the only counsel remaining w i t h questions f o r our witness, 

25 Mr. Dahl. And Mr. Mickens has i n d i c a t e d they do not have 
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cross, so we w i l l not have any p a r t i e s having cross f o r Mr. 

Dahl, so t h a t w i l l be testimony we can submit by 

s t i p u l a t i o n , I bel i e v e . 

JUDGE CHESTNUT: Let's do t h a t now so I don't f o r g e t , 

then. That would be Statement 4? 

MR. HASSELL: Statement 4. 

JUDGE CHESTNUT: E x h i b i t TRD-1. 

MR. HASSELL: TRD-1. 

JUDGE CHESTNUT: 4-R? 

MR. HASSELL: And 4-R. There were no redactions t o 

t h a t testimony. Your Honor, and no other e x h i b i t s . 

JUDGE CHESTNUT: I s there any o b j e c t i o n t o admission 

of those documents? 

(No response.) 

JUDGE CHESTNUT: They're admitted. 

(Whereupon, the documents were 

marked as PPL Statements Nos. 4 and 

4-R and PPL E x h i b i t No. TRD-1 f o r 

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

evidence.) 

JUDGE CHESTNUT: That takes us to Mr. Kleha. 

MR. MacGREGOR: Yes, Your Honor, or we could take a 

lunch break now and I could look at the document. 

MR. HASSELL: The document should be coming over here 

very momentarily, Your Honor. 
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JUDGE CHESTNUT: I'm r e a l l y r e l u c t a n t t o l e t anyone 

2 have lunch or a break i n terms of f o r c i n g --

3 MR. MacGREGOR: I should have eaten a bigger 

4 breakfast, Your Honor. 

5 (Laughter.) 

6 JUDGE CHESTNUT: But i f t a k i n g a lunch break now w i l l 

7 f a c i l i t a t e the process, I guess I'm i n favor of t h a t . I'm 

not even sure where we are i n terms of how much time t o 

9 expect t o have f o r the r e s t of the day, but --

10 MR. MacGREGOR: My sense i s we're doing very w e l l . 

11 JUDGE CHESTNUT: I t h i n k we're i n p r e t t y good shape 

12 here. So I was going t o say h a l f an hour f o r lunch. I s 

13 t h a t okay w i t h everybody? 

14 (No response .) 

15 JUDGE CHESTNUT: Okay. We'll resume back here then, 

16 12:30. Thank you. 

17 (Whereupon, a t 12:02 p . m . , t h e h e a r i n g was a d j o u r n e d , 

t o be r econvened a t 12:30 p . m . , t h i s same d a y . ) 

19 

20 

21 

22 

23 

24 

25 
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AFTERNOON SESSION 

(12 :46 p . m . ) 

JUDGE CHESTNUT: Are we ready to resume? Mr. Kleha, 

would you r a i s e your right hand, please? 

Whereupon, 

JOSEPH M. KLEHA 

having been duly sworn, t e s t i f i e d as follows: 

JUDGE CHESTNUT: Please s i t down, give and s p e l l your 

name f o r the record. 

THE WITNESS: My name i s Joseph M. Kleha, K-L-E-H-A. 

JUDGE CHESTNUT: Mr. Hassell? 

MR. HASSELL: Yes. Thank you, Your Honor. 

DIRECT EXAMINATION 

BY MR. HASSELL: 

Q. Mr. Kleha, would you please s t a t e your 

occupation and business address f o r the record? 

A. Yes. I'm Manager of Regulatory Projects f o r PPL 

Services Corporation, and i n t h a t r o l e I f i l l the same 

p o s i t i o n f o r a l l of the other members of the PPL f a m i l y of 

companies. 

MR. HASSELL: Your Honor, at t h i s time, I'd ask t o 

have marked f o r i d e n t i f i c a t i o n PPL Statement No. 3, the 

d i r e c t testimony of Mr. Joseph Kleha, along w i t h the 

Appendix A which was i n a d v e r t e n t l y excluded from the 

o r i g i n a l f i l i n g but i s being c i r c u l a t e d t o a l l p a r t i e s and 
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1 has been provided t o Your Honor and the court r e p o r t e r . 

2 JUDGE CHESTNUT: I t w i l l be so marked. 

3 (Whereupon, the document was marked 

4 as PPL Statement No. 3 for 

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

6 MR. HASSELL: Also, Your Honor, I would ask t o have 

7 marked as PPL Statement No. 3-R the r e b u t t a l testimony of 

Mr. Kleha. 

9 JUDGE CHESTNUT: I t w i l l be so marked. 

10 (Whereupon, the document was marked 

11 as PPL Statement No. 3-R for 

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

13 BY MR. HASSELL: 

14 Q. Mr. Kleha, do you have the Statements Nos. 3 and 

15 3-R before you? 

16 A. I do. 

17 Q. Do you have any c o r r e c t i o n s t o make t o those 

18 pieces of testimony? 

19 A. Yes. On Statement No. 3, page s i x , l i n e 12, i t 

20 s t a t e s , " E x h i b i t JMK-l." That should be "E x h i b i t DAK-1." 

21 Q. Do you have any other c o r r e c t i o n s ? 

22 A. No, I do not. 

23 Q. With t h a t , Mr. Kleha, i f I were t o ask you the 

24 questions contained in these statements, would your answers 

25 be as s t a t e d therein? 
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A. They would. 

Q. And are those answers t r u e and c o r r e c t t o the 

best of your knowledge, i n f o r m a t i o n and b e l i e f ? 

A. They are. 

Q. Mr. Kleha, I ' d l i k e t o do j u s t a short amount of 

responsive testimony t o s u r r e b u t t a l testimony submitted by 

Mr. K a l c i c on behalf of the O f f i c e of Small Business 

Advocate. 

I f you have t h a t testimony before you, t u r n i n g t o Mr. 

Kalcic's s u r r e b u t t a l , page four? 

A. I have t h a t . 

Q. Mr. Kleha, i n t h a t s u r r e b u t t a l testimony i s an 

i n d i c a t i o n by Mr. Kalcic of concern w i t h respect t o PPL's 

re v i s e d proposal w i t h respect t o transmission costs, t h a t 

there would be a problem r e l a t e d t o congestion costs being 

s h i f t e d t o -- t h a t i t ' s a r e s p o n s i b i l i t y of s u p p l i e r s . Do 

you have a response t o t h a t , please? 

A. Yes. I t i s PPL E l e c t r i c ' s i n t e n t i o n under i t s 

CBP t o r e q u i r e the s u p p l i e r or the s e l l e r i n th i s ' case t o be 

responsible f o r congestion costs. That's included i n 

A r t i c l e 4.1 of the master agreement, supply master 

agreement. 

Q. Therefore, the concern expressed by Mr. Kalcic 

would not i n f a c t arise? 

A. That's c o r r e c t . 
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1 Q. I ' d l i k e you also t o t u r n then t o page f i v e of 

2 h i s testimony, and on tha t page there's a reference t o an 

3 a l t e r n a t i v e , recommending t h a t the Commission d i r e c t PPL t o 

4 award i t s POLR s u p p l i e r requirements t o su p p l i e r s based upon 

5 the b i d cost of generation d e l i v e r e d t o PPL's service 

6 t e r r i t o r y . I n reviewing t h a t testimony, do you have an 

7 a d d i t i o n a l c l a r i f i c a t i o n ? 

8 A. A r t i c l e 1 of the RFP, under the d e f i n i t i o n 

9 s e c t i o n , i n d i c a t e s t h a t the l o c a t i o n or the d e l i v e r y p o i n t 

10 t o PPL w i l l be the PPL zone, so f o r a l l i n t e n t s and purposes 

11 the RFP defines the service t e r r i t o r y of PPL E l e c t r i c as 

12 being the p o i n t of d e l i v e r y f o r the s u p p l i e r . 

13 Q. Therefore, i n f a c t , PPL's proposal as revised 

14 w i l l be con s i s t e n t w i t h t h i s a l t e r n a t i v e referenced at t h a t 

15 page? 

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

17 MR. HASSELL: Your Honor, w i t h t h a t , we have no 

18 f u r t h e r r e d i r e c t f o r the witness. I would ask to have the 

19 testimony and appendix admitted t o the record subject t o 

20 t i m e l y motions. 

21 JUDGE CHESTNUT: Any objection? 

22 (No response . ) 

23 JUDGE CHESTNUT: The documents are admitted. 

24 (Whereupon, the documents marked as 

25 PPL Statements Nos. 3 and 3-R were 

COMMONWEALTH REPORTING COMPANY (717) 761-7150 



160 

# 

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 

received i n evidence. 

MR. HASSELL: Mr. Kleha i s a v a i l a b l e f o r cross, Your 

Honor. 

JUDGE CHESTNUT: Okay. We're going t o pass on 

C o n s t e l l a t i o n or what, Ms. Corson? 

MS. CORSON: Yes, Your Honor. We'll wait and see 

what happens. 

JUDGE CHESTNUT: Mr. Stewart? 

MR. STEWART: Thank you. Your Honor. 

CRO S S-EXAMINATION 

BY MR. STEWART: 

Q. Good morning, Mr. Kleha. My name i s Todd 

Stewart. I represent Dominion R e t a i l . 

A. Good afternoon, Mr. Stewart. 

Q. Yeah, I f o r g o t . Sorry. I knew you were going 

to c o r r e c t me. 

(Laughter.) 

Q. Could you describe f o r me the p a r t i c u l a r cost 

elements t h a t PP&L intends t o r e c o n c i l e through i t s 

generation service charge? 

A. Yes. As i n d i c a t e d i n the t a r i f f page f o r the 

proposed -- you said the transmission service charge? 

Q. No, f o r the generation service charge. 

A. As indicated in the proposed t a r i f f page for the 

GSC, PPL would include i n the GSC, i n the c a l c u l a t i o n , the 
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1 annual c a l c u l a t i o n of the GSC would include the costs t h a t , 

2 i t i n c u r s t o acquire generation supply on behalf of i t s POLR 

3 customers. That would be the aggregation of a l l the b i d 

4 p r i c e s and a l l of the costs associated w i t h those b i d 

5 p r i c e s . 

6 I n a d d i t i o n t o t h a t , the company would expect t o 

7 include those costs t h a t i t incurs t o manage, i f you w i l l , 

8 and administer the s o l i c i t a t i o n s associated w i t h a c q u i r i n g 

_ 9 t h a t generation supply. 

10 For example, there w i l l be a cost f o r a t h i r d p a r t y 

11 evaluator, an a d m i n i s t r a t o r of the b i d d i n g process. There 

12 w i l l be costs associated w i t h p u t t i n g together the documents 

13 i n the f i r s t instance. So i t would be incremental expenses 

14 t o PPL t h a t are i n c u r r e d simply t o put together the RFP, 

15 send out the s o l i c i t a t i o n s , aggregate a l l the costs and then 

16 include a l l those costs w i t h i n the context of the GSC. 

17 Q. Okay. The costs t h a t you've j u s t mentioned, i f 

18 I'm not mistaken, they're PPL costs? They're not costs for' 

19 the wholesale s u p p l i e r ' s energy I mean, you mentioned the 

20 energy costs, then you mentioned two other categories, 

21 management costs and so r t of document prep, t h a t k i n d of 

22 s t u f f . Those l a t t e r two categories would be PPL costs, and 

23 the f i r s t category would be e s s e n t i a l l y the b i d p r i c e s 

24 themselves? 

25 A. That's c o r r e c t . 
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Q. Got i t . 

A. We're not t a l k i n g about costs t h a t are already-

i n c u r r e d by PPL. 

Q. You're t a l k i n g about incremental costs? 

A. We're t a l k i n g about incremental costs. 

Q. I understand. And as I understand the process 

t h a t you're going t o use f o r developing t h i s r e c o n c i l i a t i o n 

mechanism, PPL i n i t i a l l y w i l l estimate these costs and then 

t r u e up i n 2011; i s th a t s o r t of a r e a l high l e v e l 

A. Yes, t h a t ' s c o r r e c t . The company i s obviously 

going t o do the s o l i c i t a t i o n s from 2007 through 2009. The 

costs w i l l then be aggregated and b i l l e d t o customers i n 

2010. Obviously, i n 2010, there's no over- or under-

recovery because nothing has happened at t h a t p o i n t . 

The company w i l l b i l l the charges t o the customers. 

The customers w i l l pay the charges, but t o the extent that, 

the revenues t h a t are received by the company back from the 

customers are less than the costs t h a t are i n c u r r e d , there 

would be a r e c o n c i l i a t i o n of t h a t . 

Q. Okay. And obviously you can't estimate the b i d 

p r i c e s at t h i s p o i n t , but f o r the non-bid p r i c e s , the 

management costs and the document costs, does PPL have a 

current estimate of what those costs might be? 

A. I don't at t h i s p o i n t i n time. I would guess 

t h a t given the f a c t t h a t we are going t o do s i x 
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3 s o l i c i t a t i o n s f o r r e s i d e n t i a l and s i x s o l i c i t a t i o n s f o r 

2 small commercial and i n d u s t r i a l customers and at l e a s t one 

3 s o l i c i t a t i o n f o r the large commercial and i n d u s t r i a l 

4 customers, I would guess we're t a l k i n g several m i l l i o n 

5 d o l l a r s of cost t h a t would be involved there, but I don't 

6 have even a b a l l p a r k estimate at t h i s p o i n t i n time. 

7 Q. And since PPL intends t o c o l l e c t these costs i n 

8 2011, what would happen i f the costs i n 2010, the estimate 

9 of those costs i n 2010 were s i g n i f i c a n t l y o f f , e i t h e r 

10 p o s i t i v e l y or negatively? Would t h a t t r a n s l a t e i n t o a GSC 

11 increase or decrease i n the f o l l o w i n g year, 2011? I s t h a t 

12 how i t works ? 

13 A. That's c o r r e c t . That's e x a c t l y how a 1307 cost 

14 recovery mechanism works. You apply the charges i n the 

15 p e r i o d , you t r u e up t o the ac t u a l cost t h a t you incur, the 

16 revenues derived from i t , and at the end of the period you 

17 then have an E-factor or e r r o r f a c t o r . 

18 And t h a t e r r o r f a c t o r can be e i t h e r p o s i t i v e or 

19 negative, whether i t ' s an o v e r - c o l l e c t i o n or under-

20 c o l l e c t i o n . And t h a t i s simply a p p l i e d as an incremental 

21 p o r t i o n of the subsequent period's GSC. 

22 Q. And beginning on page nine of your r e b u t t a l 

23 testimony, you say t h a t i f PPL i s not allowed t o r e c o n c i l e 

24 i t s costs i n t h i s case, t h a t the costs of A l t e r n a t i v e Energy 

25 P o r t f o l i o Standards Act compliance would have t o be 
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1 separately i d e n t i f i e d and recovered through another r a t e 

2 mechanism. I s t h a t what you say i n your testimony there? 

3 A. That's what I do say. 

4 Q. Okay. Now, am I c o r r e c t t h a t PPL i n i t s current 

5 proposal does not include AEPS compliance costs are p a r t of 

6 - - those costs are intended t o be borne by the wholesale 

7 suppliers? 

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

9 Q. So the wholesale s u p p l i e r i s responsible f o r 

10 b i d d i n g whatever costs i n they t h i n k i t ' s going t o take f o r 

11 them t o cover? 

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

13 Q. You're suggesting t h a t i f you're not allowed t o 

14 r e c o n c i l e these other costs, t h a t you're going t o hold those 

15 out of the wholesale bids and b i d t h a t separately and 

16 r e c o n c i l e those costs? 

17 A. No, t h a t ' s not what I meant. 

18 Q. Okay. 

19 A. What I was suggesting there was th a t the AEPS 

20 Act provides f o r r e c o n c i l i a t i o n of the costs t h a t the 

21 u t i l i t y would i n c u r f o r a l t e r n a t i v e energy credits'. 

22 Q. Right. 

23 A. I f the company has t o go out and acquire 

24 alternative energy supply credits on i t s own, absent a bid, 

25 because a s u p p l i e r d e f a u l t s , f o r example, then the company 
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1 would have t o go out and acquire them and r e c o n c i l e i t s 

2 a c t u a l costs back t o customers. 

3 Q. As the s t a t u t e allows. 

4 A. Right. 

5 Q. Okay, understood. 

6 A. So i t seemed t o me t h a t l o g i c a l l y speaking., that-

7 i f we have t o do t h a t and the process provides f o r th a t 

8 r e c o n c i l i a t i o n , then there's a disconnect between the GSC 

9 and the r e c o n c i l i a t i o n of the a l t e r n a t i v e energy supply 

10 p o r t f o l i o c r e d i t s --

11 Q. I understand. 

12 A. - - i f you don't keep them on the same t r a c k . 

13 Q. I understand. Beginning on page 13 of your 

14 r e b u t t a l testimony, there at the top of the page, you say 

15 t h a t i n the absence of a r e c o n c i l i a t i o n mechanism, th a t 

16 presumably s u p p l i e r s would r e f l e c t exposure to various r i s k s 

17 i n the form of higher p r i c e s . Can you e x p l a i n t o me what 

18 the r i s k s t o wholesale s u p p l i e r s would be i f you didn't have 

19 a r e c o n c i l i a t i o n mechanism? 

20 A. Do you mind i f I go back and --

21 Q. Sure. 

22 (Witness perusing document.) 

23 A. I t h i n k i f you go back t o page 12 and look at 

24 the question that begins on line 15 and the answer that. 

25 begins on l i n e 17, and i n p a r t i c u l a r s t a r t i n g on l i n e 20, 
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1 "That i s , PPL E l e c t r i c would i n d i c a t e t o p o t e n t i a l s u p p l i e r s 

2 t h a t they would be paid what the company b i l l s t o the 

3 customers f o r POLR service, thereby p l a c i n g the r i s k of 

4 mismatches on the su p p l i e r , excluding any amounts associated 

5 w i t h u n c o l l e c t i b l e accounts." 

6 What I was t r y i n g t o say at t h a t p o i n t i n time i s 

7 t h a t t h a t i s one way t o put the r i s k back on the su p p l i e r , 

8 and t h a t i s t o pay the s u p p l i e r what the company a c t u a l l y 

9 b i l l s . To the extent t h a t there i s n ' t f u l l recovery, the 

10 s u p p l i e r 

n Q. So e s s e n t i a l l y , you would ask, i f you don't get 

12 r e c o n c i l i a t i o n , you're going t o want t o put the b i l l i n g 

13 r i s k , as I t h i n k i t ' s r e f e r r e d t o commonly, on the wholesale 

14 s u p p l i e r , and t h a t ' s the r i s k you're t a l k i n g about? 

15 A. Exactly. 

16 Q. Okay. That's what I wanted t o make sure. And 

17 i s i t your understanding t h a t wholesale s u p p l i e r s include a 

18 r a t h e r l a r g e premium or small premium f o r b i l l i n g r i s k ? Do 

19 you have any experience i n what those --

20 A. I don't know what t h e i r mark-up would be. I do 

21 recognize t h a t they are f o r - p r o f i t e n t i t i e s and they would 

22 not be in v o l v e d i n the wholesale market or, f o r t h a t matter, 

23 i n the r e t a i l market i f they were not going t o make a 

24 p r o f i t . 

25 And so any r i s k or any a d d i t i o n a l cost increment t h a t 
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i s a p p l i e d t o them, they w i l l simply mark t h a t up f o r some 

contingency f a c t o r , whatever i t might be. You want t o c a l l 

i t a p r o f i t margin, I'11 c a l l i t contingency f a c t o r . 

Whatever i t i s , t h e y ' l l mark i t up, which w i l l lead t o 

higher cost t o customers. 

Q. Have you done any k i n d of study or looked at 

other wholesale bids t o see what t h a t r i s k f a c t o r would be? 

A. I have not. 

Q. Okay. So you're suspecting t h a t there w i l l be 

some mark-up; you have no idea what i t might be? 

A. I believe there w i l l be a mark-up. I j u s t don't 

know how la r g e i t w i l l be. 

Q. Okay. Would you agree w i t h me t h a t by proposing 

t o e l i m i n a t e block r a t e s , t h a t PPL has already e l i m i n a t e d 

probably the most s i g n i f i c a n t r i s k f a c t o r f o r wholesale 

suppliers? 

A. I would say most of the r i s k i s gone w i t h regard 

t o t h a t aspect, yes. 

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

JUDGE CHESTNUT: Thank you, Mr. Stewart. Mr. Gray? 

MR. GRAY: Thank you, Your Honor. 

CROSS-EXAMINATION 

BY MR. GRAY: 

Q. Good afternoon, Mr. Kleha. 

A. Good afternoon, Mr. Gray. 
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1 Q. Let me make c e r t a i n t h a t I understand your o r a l 

2 r e j o i n d e r . Can you grab Mr. Kalcic's s u r r e b u t t a l and t u r n 

3 back t o page four? And while I'm sure you're q u i t e f a m i l i a r 

4 w i t h i t , would you grab your own r e b u t t a l testimony at page 

5 three, l i n e three? 

6 A. Mr. Kalcic's at page fo u r --

7 Q. Page four, l i n e 14, and you're at page three, 

8 l i n e three. 

9 A. Yes, I have i t . 

10 Q. Very good, thank you. Mr. Kal c i c discussed, 

11 l i k e Mr. Hassell pointed out, concerns about d i f f e r e n t 

12 transmission c o n s t r a i n t s , was the phrase t h a t he used, and 

13 he had as an example congestion costs. 

14 Now, you c e r t a i n l y addressed t h a t and we appreciate 

15 t h a t c l a r i f i c a t i o n . Let me ask a l i t t l e broader question. 

16 I n your proposal i n your r e b u t t a l , you're t a l k i n g about --

17 l e t me make sure I get the language c o r r e c t -- the company 

18 w i l l o b t a i n d i r e c t l y from PJM the transmission services 

19 r e q u i r e d t o move POLR supply w i t h i n PJM. 

20 Right t h i s minute, how b i g i s the f o o t p r i n t of PJM? 

21 A. PJM covers Pennsylvania, New Jersey, Maryland, 

22 D.C; I'm not sure i f V i r g i n i a got completely included yet, 

23 a l l the way out through the MISO t e r r i t o r y . 

24 Q. How f a r west i s that? 

25 A. A l l the way t o I l l i n o i s , almost. 
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Q. Okay. So i f you are conducting your b i d and you 

get a b i d from a generator i n I l l i n o i s versus a b i d from a 

generator say i n Shippensburg , Pennsylvania, those are 

obviously p h y s i c a l l y d i f f e r e n t distances t o the PPL service 

t e r r i t o r y . 

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

Q. I s there going t o be a d i f f e r e n c e i n 

transmission costs j u s t from the f a c t t h a t one i s d e l i v e r i n g 

t h a t energy from I l l i n o i s versus l o c a l l y ? 

A. There may be a d i f f e r e n c e i n transmission costs, 

but i t ' s PPL E l e c t r i c ' s expectation t h a t t h a t w i l l be 

provided by the s u p p l i e r . When I was t a l k i n g w i t h i n PJM 

here, I meant w i t h i n the PPL area. 

Q. Okay. So i n your r e b u t t a l t h a t says, " w i t h i n 

PJM," you were t h i n k i n g t h a t a c t u a l l y means w i t h i n the PPL 

service t e r r i t o r y ? 

A. Yes. 

Q. Okay. That's why I'm h e s i t a t i n g , make sure I 

understand t h i s , because going back t o what Mr. Kalcic 

proposed on page f i v e , what your o r a l r e j o i n d e r was, what he 

suggests here on l i n e s 11 through 13 i s consistent w i t h what 

you sa i d A r t i c l e 1 of your RFP requires? 

A. That's r i g h t . 

Q. Okay. So we are on the same page? 

A. We are. 
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Q. But as a broad p r o p o s i t i o n , t o make sure my 

o f f i c e understands t h i s , the h y p o t h e t i c a l generator i n 

I l l i n o i s versus the h y p o t h e t i c a l generator here i n c e n t r a l 

Pennsylvania, by mere f a c t of distance, f o r g e t t i n g 

congestion, by mere f a c t of distance, t h a t distance could 

create an a d d i t i o n a l transmission cost? 

A. I t could under today's environment. I t ' s not 

l i k e l y t o be t h a t case i n two thousand and nine, ten, 

twelve. 

Q. Because? 

A. Because PJM i s e x p l o r i n g the p o s s i b i l i t y of 

having what they c a l l a postage stamp r a t e , so the r a t e 

would apply wherever i t i s w i t h i n the context of PJM, 

whether i t happens t o be the PPL zone or i t happens t o be 

out i n MISO t e r r i t o r y . I t would be the same transmission 

r a t e . 

MR. GRAY: Thank you, Mr. Kleha. 

That's a l l I have, Your Honor. Thank you. 

JUDGE CHESTNUT: Thank you, Mr. Gray. 

Mr. Mickens, d i d you have any cross f o r Mr. Kleha? 

MR. MICKENS: Yes, j u s t b r i e f l y , Your Honor. 

CROSS-EXAMINATION 

BY MR. MICKENS: 

Q. Good afternoon, Mr. Kleha. 

A. Good afternoon, Mr. Mickens. 
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Q. Mr. Kleha, you're f a m i l i a r w i t h the o l d ECR 

process, are you not? 

A. I'm sorry, ECR process? 

Q. ECR process. 

A. I am f a m i l i a r w i t h every automatic adjustment 

clause t h i s Commission has had i n the l a s t 30 years. 

Q. I f i g u r e d you would be. Now, would you agree 

w i t h me t h a t under the ECR process, e l e c t r i c companies 

recovered t h e i r energy costs? 

A. F u l l y recovered t h e i r energy costs, yes. 

Q. Right. So under the ECR process, e l e c t r i c 

d i s t r i b u t i o n companies f u l l y recovered or f u l l y r e c o n c i l e d 

t h e i r energy costs, correct? 

A. They f u l l y r e c o n c i l e d and u l t i m a t e l y f u l l y 

recovered. 

Q. Okay. That ECR process, does t h a t continue 

today? 

A. No. The ECR was r o l l e d i n t o the base rates back 

e f f e c t i v e January 1, 1997 when the Competition Act took 

e f f e c t . 

Q. Okay. And when you say " r o l l e d i n t o , " was 

r o l l e d i n t o rates? 

A. Rolled i n t o r a t e s , and then e v e n t u a l l y the rates 

were unbundled i n r e s t r u c t u r i n g proceedings and the 

generation component became separate from the transmission 
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component, which became separate from the d i s t r i b u t i o n 

component. 

Q. As a r e s u l t of r e s t r u c t u r i n g ? 

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

Q. And when you say " r o l l e d i n , " you mean the 

ac t u a l amount of the ECR t h a t was- outstanding at the time o f 

the r e s t r u c t u r i n g ? You're not t a l k i n g about, the process 

was r o l l e d i n f o r a f u t u r e period? 

A. No. The process was not r o l l e d i n . The 

mechanism was dissolved, i f you w i l l , o r done away w i t h , and 

a l l of the energy r e l a t e d costs t h a t a u t i l i t y at t h a t time 

had were placed i n t o the generation component under 

r e s t r u c t u r i n g . 

MR. MICKENS: Thank you. 

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

JUDGE CHESTNUT: Thank you, Mr. Mickens. 

Ms. Polacek, d i d you have questions f o r Mr. Kleha? 

Are you even here? 

(No response.) 

JUDGE CHESTNUT: I don't see Ms. Polacek here and she 

i s the l a s t person t o i n d i c a t e . Could someone go see i f 

she's there? Thank you. 

(Pause.) 

MS. POLACEK: Your Honor, I apologize. We were 

working on some settlement discussions, and I have no 
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1 questions a t t h i s p o i n t f o r Mr. Kleha. 

2 JUDGE CHESTNUT: Wow, t h a t ' s great. Okay. Redirect 

3 f o r Mr. Kleha? 

4 MR. HASSELL: Your Honor, could we have maybe about 

5 two minutes? 

6 JUDGE CHESTNUT: Sure. 

7 (Discussion o f f the record.) 

8 JUDGE CHESTNUT: We'll go back on the record. 

9 Mr. Hassell? 

10 MR. HASSELL: Yes, Your Honor. We j u s t have two 

11 c l a r i f y i n g questions. 

12 REDIRECT EXAMINATION 

13 BY MR. HASSELL: 

14 Q. Mr. Kleha, during cross-examination from the 

15 O f f i c e of Small Business Advocate, there was some discussion 

16 about d e l i v e r y of power w i t h i n PJM but i n d i f f e r e n t areas i n 

17 PJM. Do you have a f u r t h e r discussion, c l a r i f i c a t i o n on how 

18 the costs would be charged and allocated? 

19 A. Yes. What PPL E l e c t r i c s a i d i n my r e b u t t a l 

20 testimony, my revi s e d p o s i t i o n i s t h a t PPL E l e c t r i c would go 

21 out and acquire the network i n t e g r a t i o n transmission service 

22 f o r i t s POLR customers. 

23 Now, tha t network i n t e g r a t i o n transmission service 

24 charge cost r e l a t e s t o the PPL zone only, and from t h a t 

25 standpoint the s u p p l i e r i s responsible f o r supplying energy 
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1 f o r d e l i v e r y to the PPL zone, at any p o i n t i n the PPL zone 

2 but t o the PPL zone. So from t h a t standpoint, the s u p p l i e r 

3 i s responsible f o r the costs of transmission from wherever 

4 t o the PPL zone. 

5 Q. Mr. Kleha, also during cross-examination, you 

6 were asked some questions about the various types of costs 

7 t h a t would be recovered through the generation charge. And 

8 d u r i n g your response, you i n d i c a t e d t h a t there could be 

9 p o t e n t i a l l y several m i l l i o n d o l l a r s , an amount you r e a l l y 

10 don't know f o r sure, of cost t o operate the program. 

11 From your understanding and the operation of the 

12 program, by the time the r a t e i s t o be set under PPL's 

13 bridge plan proposal, should the magnitude and amount of 

14 those costs t o operate the s o l i c i t a t i o n be known? 

15 A. Yes, yes. They w i l l be known at t h a t p o i n t i n 

16 time. I f I l e f t some confusion there, I apologize. My 

17 i n t e n t i n answering the question f o r Mr. Stewart was t o 

18 i n d i c a t e what types of costs were going t o be included i n 

19 there. 

20 But the f a c t that the s o l i c i t a t i o n s w i l l be made i n 

21 '07, '08 and '09, we w i l l know what the costs of 

22 a d m i n i s t e r i n g the program i s , and so the GSC r a t e f o r 2010 

23 w i l l r e f l e c t those costs. That's why from my perspective, 

24 that I said over and over and over again within my direct as' 

25 w e l l as my r e b u t t a l testimony i s t h a t I don't believe t h a t 
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any r e c o n c i l i a t i o n amount i s going t o be very l a r g e , and 

th e r e f o r e i t should not have any adverse e f f e c t on 

competitive r a t e s . 

MR. HASSELL: That's a l l we have, Your Honor. 

JUDGE CHESTNUT: Any recross based on the r e d i r e c t ? 

MR. GRAY: No, Your Honor. 

JUDGE CHESTNUT: Thank you very much, Mr. Kleha. 

You're excused. 

THE WITNESS: 'Thank you, Your Honor. 

(Witness excused.) 

JUDGE CHESTNUT: Okay. We had a l i t t l e discussion 

about whether we should proceed at t h i s p o i n t , since we've 

r e a l l y come t o the end of the witnesses scheduled f o r today, 

and I t h i n k I would c e r t a i n l y p r e f e r t o go ahead w i t h 

another witness or two, and I know Mr. Kal c i c has 

volunteered t o do t h a t . I s everybody prepared t o go ahead 

w i t h the cross of him? 

(No response.) 

JUDGE CHESTNUT: Okay. Sounds good to me, then. 

MR. JUGOVIC: Your Honor? 

JUDGE CHESTNUT: Yes? 

MR. JUGOVIC: I t h i n k we can e l i m i n a t e another p a r t y , 

namely me, i f we could approach the bench? 

JUDGE CHESTNUT: C e r t a i n l y . 

(Discussion o f f the record.) 
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1 JUDGE CHESTNUT: We'll go back on the record. 

2 Mr. Gray, do you have something t o say? 

3 MR. GRAY: Yes. Your Honor, I have been informed by 

4 Mr. Moody, S t r a t e g i c ' s counsel, and Mr. Hassell, PPL's 

5 counsel, t h a t they no longer have cross-examination f o r the 

6 OSBA witness, Mr. Ka l c i c . So I would ask t h a t we i d e n t i f y 

7 the three pieces of w r i t t e n testimony f o r Mr. Kal c i c , i f you 

8 would. 

9 We have the d i r e c t testimony of Bria n Kalcic, which 

10 we have marked as OSBA Statement No. 1; r e b u t t a l testimony, 

11 we've marked as OSBA Statement No. 2; and s u r r e b u t t a l 

12 testimony of Mr. Kalcic, we've marked as OSBA Statement No. 

13 3. We ask t h a t they be so i d e n t i f i e d . 

14 JUDGE CHESTNUT: T h e y ' l l be so marked. 

15 (Whereupon, the documents were 

16 marked as OSBA Statements Nos. 

17 1, 2 3 and for identification.) 

18 MR. GRAY: Thank you, Your Honor. And we would move 

19 t h i s testimony i n t o the record by s t i p u l a t i o n . 

20 JUDGE CHESTNUT: Anybody object? 

21 (No response .) 

22 JUDGE CHESTNUT: The documents are admitted. 

23 (Whereupon, the documents marked as 

24 OSBA Statements Nos. 1, 2 and 3 

25 were received i n evidence.) 
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JUDGE CHESTNUT: Thank you very much. Goodbye, Mr. 

Kalcic. 

MR. KALCIC: Thank you, Your Honor. 

JUDGE CHESTNUT: Okay. Then does somebody else want 

t o go next? I s there some out-of-towner who would l i k e t o 

go as opposed t o Mr. Gruber, or what? 

MR. HASSELL: Your Honor, Mr. Gruber appears t o be 

the next person we can do. 

JUDGE CHESTNUT: Okay. 

MR. HASSELL: I t won't take long. 

Whereupon, 

MICHAEL J . GRUBER 

having been duly sworn, t e s t i f i e d as follows: 

JUDGE CHESTNUT: Please s i t down and give and s p e l l 

your name f o r the record. 

THE WITNESS: My name i s Michael Gruber, G-R-U-B-E-R 

MR. MICKENS: Your Honor, I've given two copies of 

two documents t o the court r e p o r t e r . The f i r s t document i s 

s t y l e d OTS Statement No. 2, a multi-page document, and 

attached t o the rear of t h a t document i s OTS E x h i b i t No. 2. 

This document was prepared by Michael J. Gruber. May i t be 

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

JUDGE CHESTNUT: I t w i l l be so marked. 

(Whereupon, the documents were 

marked as OTS Statement No. 2 and 
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1 OTS Exhibit No. 2 for 

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

3 MR. MICKENS: The second document t h a t I have given 

4 t o the court r e p o r t e r , Your Honor, i s s t y l e d OTS Statement 

5 No. 2-SR, a multi-page document prepared by Mr. Gruber. May 

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

7 JUDGE CHESTNUT: I t w i l l be so marked. 

8 (Whereupon, the document was marked 

9 as OTS Statement No. 2-SR for 

10 id e n t i f i c a t i o n . ) 

11 DIRECT EXAMINATION 

12 BY MR. MICKENS: 

13 Q. Mr. Gruber, would you please s t a t e your t i t l e 

14 and business address f o r the record? 

15 A. I'm a f i x e d u t i l i t y v a l u a t i o n engineer i n the 

16 O f f i c e of T r i a l S t a f f and my'business address i s P.O. Box 

17 3265, Harrisburg, Pennsylvania, 17105-3265. 

18 Q. Thank you. Now, Mr. Gruber, I have two 

19 documents before me, OTS Statement No. 2 and OTS Statement 

20 No. 2-SR. Were these documents prepared by you or under 

21 your d i r e c t supervision and co n t r o l ? 

22 A. They were. 

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

24 would like to make to these documents at this time? 

25 A . No. 

COMMONWEALTH REPORTING COMPANY (717) 761-7150 



179 

# 

1 

2 

3 

4 

5 

6 

7 

S 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MR. MICKENS: Your' Honor, I have g i v e n two copies o f 

OTS Statement No. 2 and OTS Statement No. 2-SR t o t h e c o u r t 

r e p o r t e r and I would ask t h a t t h e y be a d m i t t e d a t t h i s t i m e 

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 . 

JUDGE CHESTNUT: Any o b j e c t i o n ? 

(No response.) 

JUDGE CHESTNUT: The documents are a d m i t t e d . 

(Whereupon, t h e documents marked as 

OTS Statements Nos. 2 and 2-SR and 

OTS E x h i b i t No. 2 were r e c e i v e d i n 

evidence.) 

MR. MICKENS: The w i t n e s s i s a v a i l a b l e f o r c r o s s -

e x a m i n a t i o n . 

JUDGE CHESTNUT: Mr. H a s s e l l ? 

MR. HASSELL: Yes, thank you, Your Honor. 

CROS S-EXAMINATION 

BY MR. HASSELL: 

Q. Good a f t e r n o o n , Mr. Gruber. 

A. Good a f t e r n o o n . 

Q. Mr. Gruber, j u s t a v e r y few q u e s t i o n s . F i r s t o f 

a l l , c o n c e r n i n g t h e m a t t e r o f the l o a d cap, would you agree 

w i t h me t h a t i f t h e Commission were t o remove any b i d d i n g 

l o a d cap and o n l y one s i n g l e l a r g e b i d d e r p a r t i c i p a t e d , i n 

the end we would not know i f that bidder would have made the 

same b i d s i f t h e r e had i n f a c t been a b i d 1 i m i t a t i o n ? 
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1 A. That's probably t r u e , yes. 

2 Q. Turning now t o the matter of r e c o n c i l i a t i o n , 

3 f i r s t of a l l , am I cor r e c t t h a t the PPL E l e c t r i c 

4 transmission service charge, the TSC, i s reconciled? 

5 A. Yes, i t i s . 

6 Q. Turning t o page 12, l i n e s one through seven of 

7 your d i r e c t testimony --as soon as you're there, l e t me 

8 know. 

9 A. Page 12, one through seven? 

10 Q. That's c o r r e c t . 

11 A. Okay. 

12 Q. I n your answer here, you s t a t e t h a t PPL 

13 surrendered the o p t i o n t o r e c o n c i l e i t s generation r a t e s . 

14 F i r s t of a l l , when you make t h a t statement, are you 

15 r e f e r r i n g t o anything t h a t was contained i n the PPL E l e c t r i c 

16 r e s t r u c t u r i n g settlement? 

17 A. No, not s p e c i f i c a l l y . At the time of the 

18 r e s t r u c t u r i n g , i t was discussed t h a t the e l e c t r i c 

19 d i s t r i b u t i o n companies would be g i v i n g up t h e i r r i g h t t o 

20 r e c o n c i l e the generation r a t e s . 

21 Q. You're r e f e r r i n g t o some discussion, not 

22 anything i n a document? 

23 A.' No, nothing i n a document. I t was g e n e r a l l y 

24 accepted, i s my understanding, t h a t t h a t ' s the way i t was 

25 going t o be . 
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1 MR. HASSELL: Your Honor, I ' d move t o s t r i k e t h a t 

2 answer. I t v i o l a t e s the pa r o l evidence r u l e . 

3 JUDGE CHESTNUT: I have t o say I ' l l l e t i t i n f o r 

4 what i t ' s worth. 

5 MR. HASSELL: A l l r i g h t . 

6 MR. MICKENS: Your Honor --

7 JUDGE CHESTNUT: Let's leave i t a t t h a t . 

8 MR. HASSELL: Thank you, Your Honor. 

9 BY MR. HASSELL: 

10 Q. And so I'm cl e a r , you use the word "option." Am 

11 I c o r r e c t t h a t the company had no o p t i o n whether t o accept 

12 or r e j ect the mandates of the Customer Choice and 

13 Competition Act? 

14 A. Yes, they had t o accept the mandates of the Act. 

15 Q. Again, r e f e r r i n g t o surrendering the opt i o n , 

16 again, are you r e f e r r i n g t o any s p e c i f i c p r o v i s i o n i n the 

17 e l e c t r i c competition act when you make t h i s statement? 

18 A. Not p a r t i c u l a r l y , no. 

19 Q. Thank you. Would you agree w i t h me, Mr. Gruber, 

20 t h a t without r e c o n c i l i a t i o n , there i s a r i s k t h a t the 

21 company could e i t h e r under-recover or over-recover i t s POLR 

22 costs? 

23 A. Which company, the d i s t r i b u t i o n company? 

24 Q- PPL. 

25 A. The POLR costs are supposed t o be going back t o 
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the generation s u p p l i e r and not t o the d i s t r i b u t i o n company, 

so no, the d i s t r i b u t i o n company would not. 

Q. Let me rephrase the question f o r c l a r i f i c a t i o n . 

PPL i s b i d d i n g t o have s u p p l i e r s provide the energy and 

capacity t o serve customers, and under the bids as provided 

f o r by the company, the company w i l l pay the s u p p l i e r s 

pursuant t o the r e s u l t i n g b i d amounts. 

My question t o you i s , under the PPL proposal, 

without r e c o n c i l i a t i o n , i s i t p o s s i b l e t h a t PPL w i l l c o l l e c t 

an amount from customers t h a t d i f f e r s from the amount th a t 

i t would pay i t s suppliers? 

A. I suppose i t ' s p o s s i b l e , but I'm r e a l l y not 

sure. That could depend on the s i t u a t i o n . 

Q. Well, would you agree w i t h me t h a t i f PPL 

designs i t s rates based upon a c e r t a i n l e v e l of sales 

volume, sales amount, and included i n t h a t c a l c u l a t i o n of 

t h a t r a t e i s the cost t o operate the program -- and l e t ' s 

j u s t f o r h y p o t h e t i c a l purposes assume there's $2 m i l l i o n of 

costs t h a t were b u i l t i n t o the POLR r a t e , charged t o 

customers t o recover the costs t o operate the program, and 

t h a t $2 m i l l i o n i s spread over the r a t e s pursuant t o a 

c a l c u l a t i o n and i t turns i n t o a f r a c t i o n of a cent per kWh 

based upon some c a l c u l a t e d , assumed volume, assumed sales. 

I f sales d i f f e r from t h a t assumed amount, and without 

r e c o n c i l i a t i o n , am I c o r r e c t t h a t PPL w i l l e i t h e r over- or 
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1 under-recover the costs t o undertake the s o l i c i t a t i o n s ? 

2 MR. MICKENS: Your Honor, j u s t f o r p o i n t of 

3 c l a r i f i c a t i o n , the witness d i d i n d i c a t e before t h a t the 

4 proceeds would go t o the s u p p l i e r , not t o PPL. So there 

5 needs t o be a c l a r i f i c a t i o n of the h y p o t h e t i c a l , I belie v e , 

6 as a r e s u l t of t h a t . 

7 MR. HASSELL: Well, Your Honor, r e s p e c t f u l l y , as 

8 proposed, there are the costs of doing the s o l i c i t a t i o n 

9 which i n f a c t do not go t o the s u p p l i e r . They must be 

10 r e t a i n e d by PPL because PPL i s the one who runs the 

11 s o l i c i t a t i o n . 

12 JUDGE CHESTNUT: Can you answer the question? 

13 THE WITNESS: To the extent t h a t there are f i x e d 

14 costs being spread over a v a r i a b l e amount of generation, 

15 there i s a p o s s i b i l i t y of over- or u n d e r - c o l l e c t i o n of those 

16 f i x e d costs . 

17 BY MR. HASSELL: 

18 Q. Very good, thank you. Let's take i t a step 

19 f u r t h e r . As I bel i e v e you are aware, the O f f i c e of Consumer 

20 Advocate has proposed t h a t c e r t a i n r a t e s f o r the Rate RS 

21 class continue t o be block r a t e s . F i r s t of a l l , would you 

22 agree w i t h me i f t h a t i f you had a block r a t e s t r u c t u r e , the 

23 r e s u l t w i l l be t h a t c e r t a i n p o r t i o n s , the i n i t i a l blocks, 

24 w i l l be at a generation rate that is above the average GSC 

25 charge and the t a i l blocks would be amounts t h a t are below 
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Che GSC charge? 

MR. MICKENS: Objection, Your Honor. Mr. Gruber has 

not t e s t i f i e d , s a i d anything w i t h regard t o block r a t e s . I t 

appears t h a t Mr. Hassell i s t r y i n g t o use my witness t o 

respond t o a p o s i t i o n taken by the O f f i c e of Consumer 

Advocate. That's i n a p p r o p r i a t e . 

MR. HASSELL: Quite --

JUDGE CHESTNUT: Do you have a reference i n h i s 

testimony, Mr. Hassell? 

MR. HASSELL: Pardon me, Your Honor? 

JUDGE CHESTNUT: Do you have a reference i n Mr. 

Gruber's testimony? 

MR. HASSELL: The reference, Your Honor, i s to. 

discuss the matter of r e c o n c i l i a t i o n . 

JUDGE CHESTNUT: Oh, okay. Well, i n t h a t context, I 

t h i n k he can t a l k about the f a c t o r s t h a t go i n t o i t . . 

MR. HASSELL: Yes, Your Honor. I am only focusing 

here on r e c o n c i l i a t i o n . I'm not ch a l l e n g i n g whether t h a t i s 

a good or bad proposal by the O f f i c e of Consumer Advocate, 

by no means. 

JUDGE CHESTNUT: Okay. 

BY MR. HASSELL: 

Q. Mr. Gruber, do you understand my question, or 

maybe I should r e s t a r t . Let me r e s t a r t . You are aware t h a t 

the O f f i c e of Consumer Advocate has proposed a block r a t e 
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18,5 

1 s t r u c t u r e f o r the RS class w i t h respect t o generation 

2 charges? 

3 A. S u p e r f i c i a l l y aware, yes. 

4 Q. And would i t be f a i r t o say i t ' s your 

5 understanding t h a t t h a t proposal, i f adopted, would mean 

6 t h a t there would be some block r a t e s , the i n i t i a l block 

7 r a t e s would be higher than the average generation charge and 

8 t a i l block numbers would be lower, producing the net average 

9 based on some volume? 

10 A. I'm not q u i t e sure I f o l l o w t h a t . The i n i t i a l 

11 block r a t e s would be higher because they would be recovering 

12 the bulk of the f i x e d charges, and the t a i l block rates 

13 would be lower because they would have less of the f i x e d 

14 charges i n . I s t h a t what you're r e f e r r i n g to? 

15 Q. No. A c t u a l l y , I'm r e f e r r i n g t o the n o t i o n t h a t 

16 the Consumer Advocate's o f f i c e has a proposal t h a t would 

17 have the average r a t e recovered through a block s t r u c t u r e i n 

18 which the f i r s t blocks would be higher than the GSC average 

19 and the t a i l blocks would be lower than the GSC average. 

20 A. As I said, I am s u p e r f i c i a l l y aware of what the 

21 OCA has put i n but I don't know a l l the s p e c i f i c s of i t , no. 

22 Q. I understand. Let me j u s t f o l l o w up and see i f 

23 we can conclude t h i s q u i c k l y . I f the t a i l block of the RS. 

24 s t r u c t u r e as proposed by OCA i s less than the average GSC 

25 charge, would you agree w i t h me t h a t , depending on sales 
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1 volumes, there could also be an u n d e r - c o l l e c t i o n or over-

2 c o l l e c t i o n created? 

3 A. I n your supposition here, you're saying the 

4 e a r l y block r a t e s are paying a higher r a t e than the actual 

5 energy charge should be, and the l a t e r blocks are paying 

6 less? 

7 Q. Yes, I am. 

8 A. Any time you change, make a change l i k e t h a t 

9 where some are paying higher and some are paying lower, you 

10 a u t o m a t i c a l l y introduce some s o r t of over- or under-

11 c o l l e c t i o n p o s s i b i l i t y . 

12 Q. Thank you, Mr. Gruber. I appreciate t h a t . With 

13 respect t o your proposal i n t h i s testimony, have you 

14 included any compensation of any s o r t f o r the r i s k t h a t PPL 

15 could over- or unde r - c o l l e c t through r a t e s the POLR costs 

16 t h a t i t pays t o customers - - pardon me, l e t me r e s t a t e t h a t . 

17 Have you included any compensation f o r the r i s k t h a t PPL's 

18 c o l l e c t i o n s from customers could be less than i t i s required 

19 t o pay t o POLR su p p l i e r s and recover i t s a d m i n i s t r a t i v e 

20 costs? 

21 A. The r i s k of over- or u n d e r - c o l l e c t i o n should l i e 

22 w i t h the POLR s u p p l i e r . I f you remove the r i s k of over- or 

23 u n d e r - c o l l e c t i o n from the POLR s u p p l i e r , you change the --

24 the POLR s u p p l i e r i s not f a c i n g the same business r i s k as 

25 any other e l e c t r i c generation s u p p l i e r . That was the basis 
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f o r why I t e s t i f i e d against r e c o n c i l i a t i o n . 

Each of the s u p p l i e r s , whether i t be the POLR 

su p p l i e r or some competitive s u p p l i e r , should be fa c i n g the 

same r i s k s . 

Q. Let me ask you t h i s , Mr. Gruber. I n your 

testimony, d i d you propose any change t o PPL's POLR plan so 

t h a t the r i s k s as you've j u s t described them would now be 

s h i f t e d t o su p p l i e r s as opposed t o being borne by PPL 

E l e c t r i c ? 

A. I have not proposed any changes, no. 

Q. F i n a l l y , Mr. Gruber, I b e l i e v e you reference i n 

your testimony the Penn Power d e c i s i o n r e l a t e d t o 

r e c o n c i l i a t i o n . I f you know, d i d the Commission not 

i n d i c a t e i n t h a t decision t h a t the d e c i s i o n i s not binding 

precedent? 

A. I believe i t d i d s p e c i f y t h a t , yes. 

MR. HASSELL: Your Honor, t h a t ' s a l l the questions I 

have. 

JUDGE CHESTNUT: Do you have any r e d i r e c t , Mr. 

Mickens? 

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

JUDGE CHESTNUT: Okay. Thank you very much, Mr. 

Gruber. You're excused. 

THE WITNESS: Thank you. 

(Witness excused.) 
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1 JUDGE CHESTNUT: I s there anything else we can do 

2 today t o p r o d u c t i v e l y use our time? Ms. Polacek? 

3 MS. POLACEK: Maybe t h i s would be an appropriate time 

4 t o s t i p u l a t e Mr. Wilkie's testimony i n . 

5 JUDGE CHESTNUT: Okay. I s there any o b j e c t i o n t o 

6 a d m i t t i n g the -- I guess I should have you mark and i d e n t i f y 

7 i t f i r s t . 

8 MS. POLACEK: Your Honor, I would mark f o r the record 

9 PPLICA Statement No. 1. I t i s the d i r e c t testimony of Kevin 

10 S. W i l k i e . 

11 JUDGE CHESTNUT: I t w i l l be so marked. 

12 (Whereupon, the document was marked 

13 as PPLICA Statement No. 1 for 

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

15 MS. POLACEK: And, Your Honor, because the p a r t i e s 

16 have agreed t o waive any cross of Mr. W i l k i e , I would ask 

17 t h a t the testimony be submitted i n t o the record by 

18 s t i p u l a t i o n without having Mr. W i l k i e appear today. 

19 JUDGE CHESTNUT: Any objection? 

20 MR. HASSELL: No, Your Honor. 

21 JUDGE CHESTNUT: The document i s admitted. 

22 (Whereupon, the document marked as 

23 PPLICA Statement No. 1 was 

24 received i n evidence.) 

25 MS. POLACEK: Thank you, Your Honor. 
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JUDGE CHESTNUT; Thank you. A n y t h i n g e l s e ? 

(No response.) 

JUDGE CHESTNUT: I f n o t , we can a d j o u r n and get an 

e a r l y s t a r t and be o u t o f here a t a reas o n a b l e t i m e . 

MR. KNIPE: Your Honor? 

JUDGE CHESTNUT: Yes, Mr. Knipe? 

MR. KNIPE: I f I c o u l d t r y t o add my two ce n t s i n --

JUDGE CHESTNUT: -- Yes. 

MR. KNIPE: -- u s i n g o ur t i m e t o t h e best o f our 

a b i l i t i e s today, I have t h e r e d a c t e d t e s t i m o n y now. 

JUDGE CHESTNUT: Okay, l e t ' s t a k e care o f t h a t t h e n . 

That's Statement 1 t h a t ' s r e d a c t e d , o r i s i t a l l o f h i s ? 

Are you j u s t r e d a c t i n g Statement 1? 

MR. KNIPE: Yes. We w i l l n o t be s u b m i t t i n g Statement 

1-R o r Statement 1-S. 

JUDGE CHESTNUT: Oh, okay. 

MR. KNIPE: Your Honor, I have marked f o r 

i d e n t i f i c a t i o n R e l i a n t Statement No. 1, a r e d a c t e d v e r s i o n 

p u r s u a n t t o t h e s t i p u l a t i o n between PPL and R e l i a n t t h a t was 

e n t e r e d i n t o evidence e a r l i e r today. I t a l s o i n c l u d e s t h e 

a s s o c i a t e d E x h i b i t JAA-1. 

(Whereupon, t h e document was marked 

as R e l i a n t Statement No. 1 w i t h 

E x h i b i t JAA-1 f o r i d e n t i f i c a t i o n . ) 

MR. KNIPE: Based on my u n d e r s t a n d i n g t h a t a l l 
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1 p a r t i e s have agreed t o waive cross of Mr. A j e l l o , I ' d l i k e 

2 t o move the admission of the redacted R e l i a n t Statement No. 

1 and E x h i b i t JAA-1 i n t o evidence. 

4 JUDGE CHESTNUT: That means you're not p u t t i n g i n 

5 JAA-2 and 3? 

6 MR. KNIPE: Two through f o u r , which was attached t o 

7 the s u r r e b u t t a l testimony. 

JUDGE CHESTNUT: Right, I knew the s u r r e b u t t a l , but 

9 two and three were attached t o the o r i g i n a l one? 

\Q MR. KNIPE: Yes, c o r r e c t . Yes, Your Honor. 

!, JUDGE CHESTNUT: Okay. Any objection? 

12 MR. HASSELL: No o b j e c t i o n . Your Honor. 

J3 JUDGE CHESTNUT: The document's admitted then. 

14 (Whereupon, the document marked as 

15 Reliant Statement No. 1 with 

16 Reliant Exhibit JAA-1 was received 

17 i n evidence.) 

MR. KNIPE: Thank you. 

19 JUDGE CHESTNUT: Thank you. 

20 MR. HASSELL: Your Honor, i t would appear we have 

21 f o u r witnesses a t t h i s time f o r tomorrow, and we w i l l keep 

22 working t o see i f we can w h i t t l e t h a t down yet some more. 

JUDGE CHESTNUT: That would be great. Thank you very 

much. I very much appreciate everybody's high l e v e l of 

pro f e s s i o n a l i s m and cooperation here. I urge you t o see i f 

23 

24 

25 
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you can resolve outstanding issues, not j u s t procedural ones 

f o r the hearing but the substantive ones i n the case as 

w e l l . 

I f there's nothing else, then why don't we 

adjourn. Thank you very much. We'll resume here at 9:00 

here tomorrow. 

(Whereupon, at 1:42 p.m., the hearing was adjourned, 

t o be reconvened at 9:00 a.m., i n Hearing Room 2, 

Harrisburg, Pennsylvania.) 
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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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