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“g_‘;;(1 ) DR—NCWS-—UUC/UP (12/13/85), PECo statement no..,,s
7;,,;<Commonwealth of Pennsylvanma, ‘Pennsylvania Public Utlllty,f
- Commission; Docket No. P~810310, Petition of Lukens Steel
. Company, A Dlvision of Lukens, ‘Inc., for an Order Declarlngv
- the Acquisition of Certain ‘Property of Pennsylvania Power
& Light Company for the “Purpose of Taking Del:.very
_ of Pennsylvania Power & Light Service to be in the Publ
- Interest. Direct Testzmony of Lewis J. Pe:l on Behal
;;ijhlladelphla Electr1c COmpany, Decembe :az, 1982.‘

: °?1Ur1, 1982, fhe Demand for Energy and onservatlon 1n'the
- ‘tedﬁStates", Connectlcut, JAI Press.“rf :

:nf7_;Asher and’Habermann, 1978, "Analysis of Recent Fluctuations
. in Electricity Consumption", Report CFESR—77-3: waahington
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Inconplete Caleulations of Eeononic Inpact by Hogan and Schink




< nse rvation &:~, e
srfuel Substltutlon (16 3%),

pirect Ifni:épt on " .
-Doing-Business (16.0%

ﬁd"y Inflatlon,Economy~"‘
. ECO excluded) (28~3%)

o u,xEmployment Multlplier (Income—5 
Induced &:Interlndustry) (39 4%)

CTAL (100%)

‘°‘>l4Yes, most definitely nThese factors are
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Hogan,identifies wnatlhe 1
“2) 1n your formulatlon'of the‘

: I wlll. Dr. Hogan states that "the fi
1og\c’1s that it assumes that expendltures on net: exp:
remain constant 1 ?the face of hlgher prices for goods and‘
(p. 11). This is absolutely not true. Net expor
_;diffeﬁence between imports nd exports.

‘ﬂffExports and lnvestmen 'alSo change W1th growth of the economy, Sector‘b
‘ ’ : 1s concern that, in the STARLOC model Tthe final

same level of expen»,VH
). This is incorrect. - Equation (5. £ F
PMW Report No.- 8618) shows that the expendituresfon
d‘.indeed change, afber the effect of ownr and cross

of expendlbures on’f;nal demand" (p. 13) ‘in the STRRLOC mddel.v There is/no
:ﬂdoub;e count;ng~here e ,I*Hogan -and I dlscussed thls Lssue at length on the
'nafternoon of February 10, 1986, in my: office.. I will try to explain. lt‘

%J;fagaln, u51ng ‘an example.. Consider ‘the expendltures on: electrlcxty of a

,3particular 1ndustry, with an own—price elasticity of ~0,3. With a 12. 4&%'
res i ncrease, electricity demand in that sector will drop by J S
- approximately -3.7%. But because price is ‘rising by 12.44% and demand is
Vdropplng by 3.7%, the net: change in expenditures is (1 - 0,037} x
1 4)- ,1 083, or an 8 3% 1ncrease in expendxtures.f Equa on5(6 3)
¢ ment ! e

: J'whlchoconsist of economic activ1tes inducing employment,'ln,turn.Andu01ng

‘;expendituree, wh ;h'lngturn induce more economlc act1v1t1es, and o-forth
' £o _and the







I note that tne average commercial rates foerT customers of.
“f~”Pénnsylvania Power & Light (PP&L) and Publ;c,Service Electrxc»& ‘Gas - (PSE&G)
1 are 22% lower. ﬁﬁan PECO's rate. {Table SLF-3 of. Dr. Feldman's testimcny, g

- UP/UUC Statement No. 2, Docket ‘No. R-850152, January 22, 1986).
gFurthermore, a recent issue of ‘Ppublic Utillties Fortnxghtly ‘eport'
' PSE&G has an 18.8% rate increase pending. should both PE;N-
‘and PSE&G's 18.8% increase ‘be granted, the commercial ‘pates i
':;Jerse counties of the Philadelphia ‘SMSA will be 28 below those of‘th
's service. area portion of the Phlladelphia SMSf ,

s - Dr. Hogan suggests’ in nis rebuttal testimony (PECO Statem
S 3T, ,17): hat the 28 2% ‘rate increase use e
T‘Qelectﬁic rate increases Ain the Phxladelphia economy is out of llne wi
9{faverage rate increasevvor the. region., He argues. that thefa« oI at
~increase for the region should be 80% of 28 2%, or 22 6%
Loen this? o

K. Yes. o ‘In computing tne 22 6% average rate increase,kD g
Lf'assumes,tnat PECO will be. granted its full 28.2% rate,request while PSE&G =

,not awarded ‘even- ‘a small fraction of its pending 18 .

. nikes are’ ‘averaged for both PECO: and PSE&G ‘the ave |
©  the region would be 26.U4%, a ‘mere 1.8% below PECO's rate‘request. :
,;;i'Furthermore‘Vfigure 6 in City Statement No.ij;‘ 3 neates 'l
”;fof the rate increase. on the portion of the '
Qe i ‘What are your conclusions ‘about Dr; ,
~,-;,pnopo;ed 80% adjustment to the Philadelphia SMSA in order;t" reflect VECG
“1J;smallen’service area? = S e T :
‘A 1 have two. conclusions. First, if wenf low Dr. Schin‘:s methcd of
ing the effect of regional competltion, our“estimate~ofj he’economxc
;mpag» of" rate increases on’ PECQ's gervice area’ ‘economy may- be toovIQW‘ e
Second, if we follow br. Hogan's proposed adgustment in the‘average: ‘na
pnlce increase for the regicn and‘interpret revenue increase~ or. the
/ n's utilities in a similar manner, We converge (
dgis,'ommensurate with inflat« n and significantly lowe

R Yes.

+ hopendix mm

S W1The shares of total expenditures on e
iPniladelp 1a regicn are ‘ Ty g

',JQConstruction and Agriculture

f’g%jVManufacturing = ; 1
J“@Transportatlon, Utilitxes &"Commerce.~~%”?

o 'Services .. . :

“{fTOTAL\ECONOMI‘(wexghted av age)

L (source >

,Ihe elasticity of 1ocal employment with respec t
~electricity prices is ~0.0137%, implying, accoﬁding ol D
sent increase in PECO- electricity prices in PECO!

to hOS‘ in competing areas would*ca se 2 0.0137% de,
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