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$78.8 million.
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As Dr;.v Sc‘hlnnar stated on :










'THE PHASE—IN TESTIMONY o:s THE OTHER ‘PARTIES

. PAIEUG 'vu‘tness Randall Falkenbe g
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shortv-‘f'erm future.‘ The GEC ‘suggests tha the







ompany's claim that the alter:
proposals v:.olate accountlng rules
"t’hout merlt. : :







: *3iof Ehe Phlladelphla reglon.n Dependlng.on‘theﬂsize“ﬂf any

a=fid1sallowancesland adjustments, 1t 1s poss1b ,;f‘“

w fW; have a majcr 1mpact as well. One way of soft'nlng the mpact of

:'1j’1ncreasejove" a number of years-. The PKOPOSal;Qf'

“Q}GéféfQEiﬁfqansH ered by the Comm1531on.a z€
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r's ENERGY COST PROJECTIONS ARE’ INFLATED BY
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,THE COMPANY s PHASE~IN PROPOSAL SR Uodias

__lf The’Deta1ls Qf The Company s

use It Falls To Recognlze The
Falling Revenue Requirements Of .
;Kle_rlck Unlt 1 .......‘......‘,..“




| OMPANY' S ENERGY COST PROJECTIONS AR
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;4proper for Phlladelphla Electrlc chpany
~because it ‘provides a ‘better . matchlng of
’ff’costs and revenues and ‘because it also. meets
‘the econcmic objectlve of allocat1ng “large
~common ‘costs in yroportlon to savings and
'Vbeneflts of sequentlally 1nstalled uni




igen,r‘atlng statlon 1n base rates, ‘the
Commlssa.on must address 1ssues of the c
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o} efof the fundamental pr1nc1ples of,éj
utlllty regulatlon lS to apprcx1mate_the‘wost
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l*One waygto accompllsh thls objectlve 1s

:;through the establishment of operatlng

Iperformance standards., By targetlng a: cost
category that compr;Ses a. sxgnlflcant*'

“>7fshar1n ‘of;the beneflts, boﬁb 9051t1ve as well










}1den, *fy expendltures tnat are ou ,of _
with results shown by regression equatlons
-and o_ther statlstlcal analyses,; and“’
‘,approprlate regulatory actz.on .







‘operation and maintenance and capital addition costs

VTHE"{COMPANY ',‘S ARGUMENTS AGAJ.NST GEC WITNESS WILSON S PROPOSED"
.PERFORMANCE STANDARD ARE WITHOUT MERIT. oy ‘










: kThe proposed performance plan does not, expos the‘
P Co“pany 'tot unreasonable : .







The performance standard is needed desp:‘yte the existenci
of the’ 80/20 Energy Cost Rate. e
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. The Company s phase-1n proposal produces unacce able
eccnom"‘c*.esults“ e




&customar classes 1n 198a wzll exceed the natlen l‘averag,»by an

“mrsfatement No 24 page 23) Re31dent1al customers who‘u e.a modesk

7ffandfatt1actk‘obs and bu51nesses., The GEC bel

; converts the
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_,gs wh:Lch has developed ,has
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17:J_l985, the Comm1391on at ” ‘“”

nvestlgat1on.; As the Admlnlstratlve aw” udgev










owance c0mponent of base rates.“ThéiéO%fpc_ i

; The “E“‘factor 1s







. project fuel and energy costs.
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rlef, the GEC submlts the follow1

ﬂ*leerlck¢ 1a;t]1n 1976 and l978,yconstructlon of leerlck ni

% l,lJ.on to the cost of leerlck Unlt l.'_ The Company s measu e
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Jphn w W1lscn (ECR)

fS rrebutta1 Testimony of
dohn ¥ ;W1lson (ECR)




o




§IAIEMEEZ,QE_QA§E

ThlS 1s a proceedlng 1nvolv1nq a general rate,lncreasefi

ﬁifylled by hlladelphla Electrlc Company (“PECO“), theka

*ljfutllltyﬁprov1d1ng electrlc serv1ce in portlons of eastern vf}”

‘[;;QPennsylvanla,_ Th" Pennsylvanla Food Merchants Assoclatlon

The proposed:new tarlff supplement Supplement No. 15 ;

'?‘to Tarlff Electrlc - Pal P U C. Ne. 36, was flled on September

:“'.i;f27 1985, to becol°:effect1ve November 27, 1985»; The princ;pa1:5

lfreason for thls‘flllng Was to have PECO'S aneStmént~ln,ltS f{il'ff?_ff

‘filleleerlck Unlt One nuclear generatlng statlon‘added to lts rateff't

Supplement 15-proposed lncreases in rates de51gned to |
‘fffproduce addiflonal net revenues 0f approx;mately $67o 7 m
_;lf“iﬁffor PECO,after an offset for the estxmated average annual energyfﬁfll?

““f‘fcost sav1ngs from"he 0peratlons of the new leerlck unltf“l"°'

ot law and _\the Pennsyl "émla Publlc U‘tlllty Commlsslon mltlate‘i

l?flan 1nvest1gatlon 1ntoithe<lawfulness of those rates.

‘ell 1985, PFMA flled a complalnt agalnst

"Hfffthe<5upplemenz lS«rates on the grounds that the neW'proposed

'?1frates were unreasonable, dlscrimlnatory and‘unlawfu

on' l1dated w;th the Comm1551en‘s inves










al rate schedule, Rate HT. PFMA endorse:f iR




~ fThose propcsals 1qnore the cost causatlon,faators

1~:ff;;demand based allo'atlon of productlon plantland wou d.ffvor

1ow load factcr operatlon by PE;O'S eommerclal and,

~ utility from (1) granting an unreasonable preference or advantage

S Sectlon 1304 of the Publlc Utlllty Code prOV1des 1n
e pertlnent part' ' ~, ; ; S TR
2 Lo Bl e publlclutlllty shall ‘as to rates, ‘
‘\ﬁ’f‘ ’rj jﬂr1ngmake or grant any unreasonable preference
R advantage to any person, corporatlcn ;~*
. .or municipal corporatlon, or subject any
. person, corporation or munlclpal corporatlon
BEEE ol any'unreasonable prejudice or dlsadvantage,
.. No public. utility shall establish or: malntaln
.~ . any unreasonable difference as to rates, - ““g; Sy e
"r;:‘ e1ther as between localities oY as between classes B
e '“"“jmThls section does not prohlb’tjthe g
is] of reasonable zone or group sl
1S or classmflcatlons of rates.;.”







evels ofuthe utlllty’s ccsts, Conversely, Lf‘rates&are not

5,

'“L*,sﬁ revenues decl ne~faster than lts costs. Slmllarly, an , i




‘ than the summer peak ('I’r., 1790) '.Dhek summe' o




the company s recent rate cases, 1nclud1ng those in whlch'othe‘

PECG nuclear generatlng statlons were belng’added to the ‘ :
company s rate base.r There 1s no reason to deV1ate ncw from thls

1cng standlng practlce 1n favor of alternatlve cost allocatlon

methodologles that were advanced and rejected 1n those,earller ¢
Tate'C;Ses._ As the PFMA expert W1tness, Charles A. Larson,‘;jj}n;t h
SUC01nctlyrobserved 1n notlng hls acceptance of the PECO study.g,?“r”“

"PECO’S cost allocatlon study by class

of service that has been submitted in -
this case follows: generally accepted i
cost allocation procedures, employs -
reliable and extensive load research

data and has been prepared ina _»'-;;-
consistent manner for many years."‘,g’?‘
(PFMA Stmt 1, p. 9) : ‘

The Revenue Allocatlon Proposals and the PECO 60st

The PECO proposal for the dlstrlbutlon of 1ts requested¢iff}ﬁ:7?

ratealncrease amon the varlous customer claSses reflects jhff

cost~of~serv1ce consrderatlons as well as other concerns. The

objectiVe was to spread thls very 1arge 1ncrease as equally as

poss1ble to all rat class1flcatlons whlle not alchlngifhe”

dlfference between»any class rate of return and the system

aVerage rate of return to 1ncrease¢k (PECO stmt 17, p.,8) The

two classes whcse ndexed rate of‘return at present rates

exceeded 1406 of system average recelved no net lncrease (afte_

fuel saV1ngs are taken 1nto account), Wlth the halance'of_the :
proposed 1ncrease then belng spread among the other clu_ses on anc'

equal bas1s.« The.lndexed return for Rate RH was held at thew

ex1st1ng 1169 of system average leval when 1t became clear that

,the general approach would have drxv;n that class farther ,Way




erage rate of return. -(PECO Stmt. 17, bp.

jrﬂPECO made,,ts allocatlon propasals in this case on he basms
. of total;'evenuee, including fuel revenues,‘ccntrar ‘to the
,,"Zero ‘fuel allocations that it recommended and the COmmlss1on_;~
;4,ﬁgaapproved!1neprlcr rate cases. As the chmlsSLQn noted 1n Lo

‘lets 1ast PECO rate order. S ool B .

o ;ccsts are recovered 1n
the ECR, ‘and are not part of the bagse . .
. rate lncrease at issue in this proceedlng”*‘
. Fuel revenue therefore should not be e
. considered in allocating a rate increase
,U«I»jkrelated.solely to non-fuel coste,"_v o
r“,{_}Oplnlon and.Order, R—842590 at p 138

;“Increased fuix’

o “et 1ncreases were in no Way respon51ble fdr the e

,;~A?rate'1ncrease ‘requested here. (Tr. 1894). This departure
- from PECO's long standing and well founded precedent was.

- Justified for this case on the grounds of avoiding W1de1y

9*%]yd1vergent percentage increases to the customer classes.f(Tr.
i ero fuel approach is, as the Comm155lon noted

S - : : in a rate case such as this, and any

. departure from that approach here should be s rictly
' to thlS cet e o







significant improvement e» jthe 1 84 ra.te case. | The‘ P




4

5 e of demand ,ncreases. s} The end‘ hlwk rates

‘hergy use. (PFMA Stmt. l pp 9~10)

e energy charges wvuld be changed sllght  ;
,ﬂ xeposed Supplement 15 rates, bﬁt T




'ustlfled,b The ccst dlfferentlal between

cents per KWH tc PECO.f (EEMA S4mt,




: ”?@fsuch a t1m

A Tlmeﬂcf-Use Ad1ustment For Rates GS? nd P
t e PECO&tar;ffs 1ncludes a‘tlme of-ﬁse,ﬁ
fadjustmen: de51gned.~o‘enceurage customers to adgust,thelr energy

,fugage to favor;off peak cansumption., Mr. Larson propnsed that ;

e—ofiuse adjustment be extended to theltwo qeneral

"serV1ces rate schedules as well modlfled to requlre a,mlnlmam

Sfj”kdemand level of lsofKW 1n llght of the lower level of demand “nﬁ*"




request. : Most




'1gfjwlth the energy,consumptlon of the customers.k (PECO Stmt. 24A ;

ther wltnesses 1n thlS case‘, Moreover,‘demand°based@

:7Tfjcons1stently~applled.the demand-based allocatlon methodology to ’

“'Ff;all of 1ts productmon plant 1nvestment 1n<the oost of serv1ce

ff?fﬂstudles:fsed 1n 1ts rate cases.‘ No good reason has been advanoed_







- Propcsals of:thls type whlch would reward 1nef 1c1ent
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‘fTheg omm;551on Should Adopt,The PAIEUG
nAPlan Which Uses An Average Of
5?1 RevenUe Requlremenbs OVer

CTHE COMMISSION:SHOULD ADOPT THE PATEUG. PROPOSAL
70 UTILIZE SINKING FUND DEPRECIATION FOR
| LIMERICK UNTT 1. Vi L

1nk1ng Fund Depreclatlon Has Dlstlnch( -
Advantages Over Sbralghtllne Depreclatlonj

The womm1551on Has Approved Slnklng Fund;'7
" Depre _abxon Technlques Proposed By The |

EiTHER THE 65% PROJECTED CAPAGITY FACTOR FOR
IMERICK UNIT 1 OR THE $207. MILLION FUEL ’jix
SAVINGSkPROJECTION FOR LIMERICK UNIT 1 IN‘THE e

FOR THE ADDITIGNAL COSTS INCURRED BY PECo AS A‘,ff}
RESULT OF THE 1976 AND 1978 CONSTRUCEI@NfDEEAYS;fJ~T

AT LIMERICKQUNIT 1 '1Hu

b COMMISSION'ADOPTION oF THE PATEUG ADJUSTMENTS

~ OQUTLINED ABOVE IS FULLY SUPPORTED BY THE
FACTUAL CIRCUMSTANCES SURROUNDING PECo'S
DECISION TO BUILD LIMERICK I AND PENNSYLVANIA

LAV REGARDING PRUDENT INVESTMENTS AND USED AND\;f“; :

,USEFUL UTILITY PROPERTY - ,:.a.;,;.,. e

Supreme Ccurt Of Pennsylvanla, The '?7’N”"‘?’:U'”i

nwealth Court And The Pennsylvanla
f - Utility Commission Have All ;
fRequlredfThat ‘Before A Plant Is. Includey‘
In Rate Base The Investment Must Be: (1)
rudent When: Made And (2) Used And ‘Useful
nrlnr“Theleme?The Rates Are In Effect




) sed T
isks And 100% Of The *
Lth PECo's Volunbary
ick Construction o
am. Based Upon Contlnually xce331ve
Foreeasts;And Unduly Optlml‘
Cost Es imates. |,

COMMENDS THAT THE COMMISSION TR
E PROPOSED BASE RATE INCREASE AHON
 CLASSES RELATIVE TO THE NON-F

OF ]

! ,’SIDIES ARE MAINTAINED OR‘REDUCED :
D SUCH THAT NO CLASS WILL HAVE AN INDEXED 3
'E OF RET RN‘IN EXCESS OF,140% oy

xcludlng Fuel
d:Revenues naThe Last ‘Th

Dlsb butlon Of The

, asethduly Burdens Rate HT With an -
In rease: Not Related T The




7THE;”NTERNAL RATE DESIGN FOR RATE HT SHOULD Bl

- MODI IED ‘SO AS TO. COLLECT FEWER DEMAND-RELATEDL;
COSTS IN THE TAIL BLOCK: ENERGY‘CHARGE, INCREASE o
I’ HIGH VOLTAGE DISCOUNT AND THE HT ' i
AH_RTAILMENTiRIDER CREDIT e

’PAIEuo Proposes A‘Tall Block Energy Cha
) _18¢/kwh Based On PECo s Proposed Rate

,The~Rate HT High Voltage DlScount Should
~Reflect The Cost ‘Savings Experienced By
ECo -As A Result Of Lower Demand And
Energy Losses As Well As PECo's: Av01dance
of Lower-Voltage Faclllty Costs To Serve,,
'gh Voltage HT Customers i]; : N

. The HT Curtallment Credlt Should Be
nereased In Order To Maintain The e
elaglonshlp Between Flrm And Curtallable [‘.;@1<~'

: }’AND TO PROPERLY REFLECT THE ACTUAL COINCIDENT
_ PEAK DEMAND OF RATE L

-PECo .Cost-of-SerV1ce Study At WFS 1 s

: rossly ‘Understates The Rate HT Rate-of—~/ S

* ‘Return:Due To Its Reliance On fbnormal =
?Weather Condltlons For Calculatlng The

t PAIEUG Stmb No. 2 Exh. MPB- 3, S0
fSchedule 2 Utlllzlng 1985 Peak Day EDH And“ﬂ}?f"l
n: Approprlate A-1. Demand. Allocatlon A
‘actor For Rate HT Should Be Adopted By -
e Commission And Utilized As A Basis. For
D strlbutlng The Proposed Increase Among
Cla; : B




‘Unl ss The Commiss;on Adopts The Rate s
‘Design For Rate HT As Proposed By PAIEUG_‘

he uCP Cost-of—Servzge Study Mebhodology o

I 'No Longer Appllcabli Or

G Statements and EXhlvltk

ome Summary
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