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Docket No.ER78-494

SUPPLEMENTAL TESTIMONY OF STEWART E. GORDON, JR.
ON BEHALF OF
PENNSYLVANIA ELECTRIC COMPANY

~-Q. Are you the same Stewart E. Gordon, Jr. who has

previously presented testimony in this pro-
ceeding?

A. Yes, I an.

Q. What is the subject of your supplemental
testimony?

A. My testimony is concerned with the allocation
of Penelec's overall cost of service to its
wholesale for resale customers in the revised
cost of service exhibit which Mr. Hafer dis-
cusses. I sponsor Statement M to that exhibit,
Exhibit No. ___ (PN-103). Mr. Carroll sponsors
the other statements.

Q. How does this revised cost of service differ
from that presented in the original filing
made July 17, 19782

A. All schedule numbers presented .oday cor-
respond to those initially furrished. This
study, like the original study, uses the
twelve coincident peak methnd of demand allo-
cation in the demand and energy allocators
and billing determinants for the customers
remain unchanged.

Q. What major changes were made in the cost of
service you submit today?

A. The principal and most important change in the
cost of service is to effectively eliminatete
return on the common eguity component cf the
investment in the Three Mile Island No. 2 new
plant. This was done by dividing the return
as shown in Statement L (based on adjusted
rate of return of 9.44%) by the proposed rate
of return desired on all property except
TMI-2's common eguity share to arrive at a new
rate base. The difference between this rate
base and the "L" rate base was removed from
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(Allegheny Electric Cooperative) that uses no part
of the production plant, and to allocate on the "L"
basis would cause the cost of service to the wheel-
ing customers to be understated since the proper
return for them would be 10.03%., By adjusting the
total rate base to produce the same return as was
produced by the 9.44% rate, applying a 10.05% rate
of return to the wheeling rate base, the distortion
caused by the presence of the wheeling customer is
eliminated.

what does Statement M show as the result of using
this rate of return and this method on your resale
revenue reguirement?

Statement M, page 1, shows that the total revenue
requirement for resale is $34,722,015, an increase
over the prior rate of some $6,035,189. This is

a reduction of approximately $1,554,000 from the
original filing which included all of Three Mile
Island No. 2.

Do you sponsor an additional cost of service
exhibit?

Yes. I sponsor Exhibit No. __ (PN-204) which con-
sists of the Statement M for a cost of service which
was performed using a 10.56% overall rate of return
on our entire rate base. This exhibit shows the
revenue reguirement needed to produce a 16% return
on common equity. As can be seen on page 2 of this
exh.bit, the total resale increase would be
$7,747,356.

Does this complete your supplemental testimony?

Yes, it does.



AFFIDAVIT

STATE OF PENNSYLVANIA)
) 8S.
COUNTY OF BERKS)

Affiant, being first duly sworn, deposes and says
that he has read the foregoing testimony, that if asked the
questions therein his answers would be as shown, and that the
facts contained in those answers are true and correct to the

best of his knowledge, information, and belief.
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S. E. Gordon, Jr. r

Sworn to and subscribed

pefore me this /7> day

-

Of ;!,"A s 19;‘

s ® 4

,
- <

24 ol il - g =N Puliade

Notlry-Public

> .;:,

My Commission Expires: o Y A



EXHIBIT NO. (PN=204)
DOCKET NO. ER78-494

PENNSYLVANIA ELECTRIC COMPANY
SUMMARY COST OF SERVICE

USING 10.56% RATE OF RETURN



HATE OPERATING
BRI EXPENSES
«(11)

RaTE BP 4922209.
AMILEG-SU 16500435,
WHEFL THG 153244 .

TOTAL
RESALE 22954785,

RETATL 317505743,

TOT COMP 340540503,

4 A3 FM

June 26, 1979

PENNSYLVANIA ELECTRIC € “ANY
COST OF SERVICE ST
FOR 12 MONTHS ENDING 6/30/79
AFPROXTIMATE INUCKEASE REQUIKED FOR LEVELIZED RETURN

USING LEVELIZED RETURN OF 10.560%
REV OK OPERATING INC OFERATING RATE HATE OF
STATE TX KREVENUE Tax THCONE BASE KE TUKN
(1 (1= 11-12)  (14) (15)=(135-14) (16) (17)=(15/18)

Y317y 2434051, TA2473, 1621573, 16018493, 10.560
1947150, B169320. 2491945, S6TT374. 53767042, 10.560
0. 1733208, 520493, 1204516, 11405396, 10.540
12403272, 12336579. 376341410, 573453, 81168104, 10.560
DI446T698. YT4714752,  S3IV944T7A. 121420277.11478132233. 10.540
22900027, 187051331, S7057585. 129993740.1231001334, 10.560
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*OUN LISIHX3
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FENNSYLVANIA CLECTKIC COMPANY
COST OF SERVICE STUDY
FOK 12 MONTHS ENDING &/350/79

RATE RASE
GROUP REVENUE

(1) 2)
RATE RP S908565.
ALLEG-5U 19373447,
WHEEL ING 272498>.
ToiaL

RESALE 28004014,
RETAIL 371675423,

TOT COMP 399679437.

June D6, 1979

PERCENT

IHCKREASE
(3
24,464
31.584

10.304

20.013
36.134

35.565

APPROXIMATE INCKEASE KFQUIKED FOR LEVELIZED RETURN

USING LEVELIZED RETURN OF

DOLLAK
INCREASE
(4)=(2X3)
14454565,
6110944,

21104460.

704066,
134302991

142147857.

OTHEKR
KEVENUE
%)
0.
0.

0.

0.
0.

0.

TOT GEOUP
REVENUE

(A)=(2+41+5)

7354030.
25492408,

1002442,

35840880.
505978414,

S41827294.,

10.560%
M1SC TOIAL
REVENUE KEV KEQ

«7) (B)=(46¢7)

25400. 7239430,
324205. 25816613,
263207, 3265649.
SR2B12. 346531692,
7989753, S139681467.
BL72565. 550499859,

MUK OF
SALES
9)

209352,

T09526.

0.

918878,
10544534,

11443412,

COS IN ¢
PER KW
(10)=(B8/9)/10
3.558
3.839

0.0

3.976
4.874

4.6802

INC AS %
OF TOT KEV
(11)=(4/86)
19.659
24.003

9.34%

21.883

26.543
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