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UNITED STATLES OF AMERICA
NUCLEAR REGULATORY COMMISSION
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In the Matter of

| TOLEDO EDISON COMPANY and
CLEVELAND ELECTRIC ILLUMINAYTING CO,

PO T T T

(Davis-Besse Nuclear Power Staticn,
Units 1, 2 and 3)

and

CLEVELAND ELECTRIC ILLUMINATING CO.
et al.

(Perry Nuclear Power Plant,
Units 1 anu 2)
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pursuant to adjournment, at 9:30 a, m.,

BEFORE:
MR. DOUGL S RIGLER, Chairman
MR. JOHN PRYSIAK, Member
MR. IVAN SMITH, Mamber,
APPEARANCES 1

As herecorore noted.

Docket Nos.

50-346A
50-500A
50-501A

S0-440A
56-441A

Firet Floor Hearing Room
7515 Eastern Avenue
Silver Spring, Maryland
Tuesday, 2 March 1976

Hearing in cthe ahove~entitled matter was reconvencd,
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WITNESS: DIRECT CROES REDIRECT

Roland A. Kampmeiar 56993 5701

EXHIBITS FOR IDENTIFICATICN

DJ 450, Direct Testimony
of Roland A. Kampmeier 5698

7 451, "Naticnal Eleccric
Rate 8ouvk, Onio, " October
1973

JJ 452, “Jaticnal Electric
Rate Book, Pennsvivania,"®
1972
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PROCEEDINGS

MR. CHARNO: Mr. Chairman, we would like to have
Mr. Kampmeier's testimony and certain documents associates
with that tescimony marked for identificaticn.

We would offer as DJ 450 for identification a
document bearing the caption of this proceeding on “he
front page, and the title "Direct Testimeny of Roland A.
Kampmeier,"

We would offer as DJ 451 a publication of the

Federal Power Commission entitled "National Electric Rate
Book, Ohio," issued October 1973.
(The documents referred to
were marked DJ Exhibits
450 and 451, for

identification.)

MR. CHARNO: We would offer as DJ 452 a
publication or an excerpt from a publication by the Federal
Power Commission entitled "National Zlectric Rate Book,
Pennsylvania,"” issued October 1573.

(The document referred to
was marked DJ Exhibit

452, for identification.)
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MR, CHARNO: At this time the Department would
like to call Roland A. Kampmeier as its next witness.

whereupon,

ROLAND A, KAMPMEIER

was called a witness cn behalf of the Department of Justice

and, having been first duly sworn, was examined and testified

as follows:

e DIRECT EXAMINATION

BY MR, CHARNOs
Q Mr. Kampmeier, do you have before you a document
entitled "Direct Testimony of Roland A. Kampmeier, which

has been identified in this proceeding as DJ-4507?

A Yes, I do.

Q Did you prepare that testimony for use in cthis
proceseding?

A I did. R

Q I would like to show you two NHational Electric

Rate Books for Ohio and Pennsylvania for the year 1373

which have been identified as DJ=-451 for Chio and 452 for

Pennsylvania.

Did you utilize those materials in the preparation

of your testinony?
A Yes, I did.

MR, CHARNO: We will teander Mr. Kampaeiar for

cross-examination.
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ind we < would move DJ-450 and 450 through 452
into evidence.
MR. REYHOLDS: No objaction.

CHAIRMAN RIGLER: PFearing no objection, wa will

receive into evidence Department Exhibits 430, 451 and 432,

{(The docurents previcusly
marked Exhibits DJ-4350, 451
and 452 for identification,
wers recelved in evidancs.)
CHAIRMAN RIGLER: I should annouunce,I think,
before cross-axamination starts that.we were countacted
by Mr. HEjealmfelt, who informed us ha would be in Cloveland
for the next day or two and wae aware the hearings would
proceed withcut him.
MR. LESSY: The Staff has somz2 limitad crosse
examination of this witness.
MR, REYNOLDS: I will cbject to any crosi-
examination by the Staff of thiz witness.

CHAIRMAN RIGLER: Owvarruled,

S —
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CROSS~EXAMINATION

BY MR. LESSY:

Q Mr. Kampmeier, at the top of page 42 of vour
direct testimony, in answer to Qestuion 81, you refer to a
common method of sharing reserves, whereby zach system
provides a percentage margin of reserve capacity above
its peak load equal to the percentage margin recuired
for the group as a whole above the sum of the several

psak loads.

For easy reference, may I refer to tha' as

mathod A?
A All right.
Q In the next paragraph on that pagae, page

42, you refer to a varistion of that method, wherein each
system provides a percentage margin above its load at the
time of the combined peak load equal to the percentage
margin required for the group as a whole, above the diversifis
combined peak load.
May I refer to that as method B?

A Yes.

P Do you consider both A and B as forms of equal
peicer tage sharing of reserves?

A Yes, I do.

Q Have you considered which of these two methods
you would favor for the CCCT area?

A Yes. I think method B would be the indicated

T
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choice.
Q Could you tell us why you would faver methed B?
A Yes, I believe so.

In some cases the two metheds would give sub-
stantially the same result, and if they did, whv, then; of
course, there wouldn't ba much chcice. Ther=z might be some
arguments for method A being considered a more sinple
approach. But in this situation and in many others, I
think there would be a substnatial differesnce in the
results, and I belisve where there is a difference, vou
should use the method that seems the most falr and logical
and I believe that methcd B is more fair and logical.

I guess the point I would emphasize is that
the bulk of the capacity in the region is already Leing
pooled, and it has a combined peak lecad which is determined
by the characteristics of that combined grouping. The
time of that peak is very unlikely to be changed by adding
another few or even a number of small systems lcads to it.

Therefore, I think the thing to do is to focus on
that combined load and what effect on that combined lead
and the combined capacity reguirements there would he
from combining other systems with it.

In that case, since the key question would bLe
what hajpens to the combined load, combined capacity

seyusrements, I think method B is directed more nearlv to

et s A
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that point.

There is another thinc to consider ir that
regard, I think. In thes2 days and times, it is beccming
increasingly desirable to consider what is sometimes
referred to as load management possibilities, trying t©o keaep
peak loads as low as reasonably possible in order to avzid
unnacessary generating capacity and that sor: of guestion
should be looked at in terms of the regional pzak demands.

If some small system has a peak demand some other
time, that has very little to do with what the total
capacity requirements of the region are.

So it is more to the point to have any system
that is coming into the pcol focusing its concern of lozding
management on the ccmbined regional peak and not its cwn
peak .

Q On page 44, in answer to Qestuion 85, you note
that the CAPCO approach as to reserve sharing burdens
smaller systems disproportionately. What is thers ahcut
the CAPCO approach that leads to such a result?

A Well, the fact that the CAPCO approach looks at
the system,not only combined system in total, in terms
of what its total reserve requirements would be, which is
fine; but also looks at what the requirements of each
component's system would look like as an isolataed s73tanm,

This, I think, is really beside the point.
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The important thing is what is the %“otal reguirement, and
how does any given system that is in or being addad to
the pool affect the total rejuirement, and what its reguire-
ments for reserve would be in siolation, I think, induces
a consideration which is illegical and unfair and tends
to really disccocurage rather than encourage the most
intelligent cocrdinated planning and development.

Q Does the CAPCO approach to reserve sharing
have any cther undesirable side effects, in yeur opinicn?

A Yes. It really puts a premivm on all of the
participants dividing up ownership of capecity additionc
in order that no system through this what I consider
irrelevant examination of what che situation would be,
would be in isolation, any system, in order to aveid heing
penalized by that aspect of the CAPCO reserve sharirng
approach, must avoid owning too large a share of any
given addition.

This means that vwhen one of the CAPCO ccmpanies
builds a new large unit, this approach puts a o»remium
on dividing up the ownership of that unit, and all of the
other units, and that is not altogether good, I think.
There are conditicns under which it would make

more sense for the companies, and particularly for the
ultimate consumers who are in business to serve not to frag-

ment the ownership to guite that degree.

e
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Suppose that a given ccapany at 2 given time
could finance a new unit at a lower ccst than the other
companies in the pool could.

Then the consumers would save money if that
company financed that unit, rather than =ach of the
companies financing portiondg of the unit. There would be
less administrative expense, legal expense, general
expense, in all probability, from a more simple approach.

A given company normally would prefer to have a
larger share in the cwnership of units which are close
to its load, units which it desig::s and it builds and it
operates, rather than other units.

And the CAPCO approach discourages all of
that.

Now the important points here, I think, is that thg
total requirement of the group is not affected by who owns
the unit. It is affected by what the loads are ani by !
wha'. the loads are and by what the total capacity is, and
what the size of the units is.

That total reserve requirement isn't chanced if
you divide up the ownership of units in particular wavs.
So that introducing a formula which says, A, but it
does make a difference how ycu divide up the units, it
is going to cost a given system more in the way of having

to provide reserve capacity if thev own a large picce of a

e e e - . e im e e —— e e i e e

W




sS4

owl

10

11

i2

14

15

16

17

18

19

20

21

td

25

5707
Q wWhy not?
A Wwell, I think it follows from scme of the things

I have been saying, that if you ccasider what happaens

when you add a small system to brirg a small system into the

pool, the total peak ioad cf the combined syst¢ems will, of
course, be increased, the required capacity will be increased.
But the required capacity will not be increazed

as much proportionately as the load is increased, There

- wolild be soma, at least, slight reduction in the percentage

of reserve raquired.

Now, let's say, for example that you require
20 percent reserve for the pcol, and then you add a small
system and the required resarves drop to 15.9, or 12.93,
whitever lesser figure you assume., This means that every-
body could have a somewhat smaller percentage of reserves
than the members of the pool up to that point would have
had to have.

Now, if the pool wanted to be really generous
with the added small syatem, it could say, well, we will
simply ask you to provide the additional capacity that is
required with the additional load. But the pool wembers
presumably wouldn't be willing to do that.

they would say that would be giving you all of
the breaks, i{f there is going to be a reduction in tha

required percentage of ressrves, we ought to ba able to
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share in it,
If they ercitled to shars in rit. then 30 is the
small system enti‘’led ¢o ahére in it. wnhat is sauce for
the goose is sauce for the gander.
And you shouldn't a3k the small system to provide
disproportionately mors capacity. If you do, you <o ¢na
of two things, this sither rasults in the recicn a= i whole
having more qtpacity than is needad, or it means {hal
the extra tne small systom providss is a raduction in what the
large aystems have to provide, and that dogsa't seem fair.
So the CAPCO approach in assigning disproporticnatel
large reserves to a small system, I think, iz unfair,
I think the most that ought to be required is for the small
system to provide the same proprotionate share as the rest
of the total capacity thet 1s required to mset the conbined
gystems' peak,
Qo Then you think that the use of methed '5 would
be more appropriate for exteansion to small systems?
A Exactly, right,
MR. LESSY: That concludes the Stafff's cross-
examination,
BY MR, EREYNOLDS:
o Mr. Kampmeier, have you had an opportunity to read
tha testimony of Mr., Pirestone that has been prepared for

this proceeding?

t
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A Yes, I did, some weeks cgo.

Q Have you read the technical papers that discuss
the CAPCO formula for determining resarve margins and
requirements?

MR, CHARNO: The Department would object, unlass
we can have a specification of the technical papers.
BY MR, REYNOLDS:

Q Have you read any tachnical papars that discuss
the CAPCO reserve reguirement formula?

A Yes, I read a paper which I think Mr, Firsslone
referred to at some point, which was one he prepared
jointly with a couple of other gentlemen, describing the
CAPCO approach to reserve sharing.

’ Q wWhen did you read that?

A Oh, also several weeks ago. I guess, almost,
I could say, several months ago. Quite awhile ago.

Q Is your understanding of the CAPCO arrangement
based on your readings of several weaks ago of tha techanical

paper you mentiocned? And Mr. Firestcna's testimony?

A Yes, essentially.

Qe Is it based on anything else?

A Yes,

Qe what else?

A Well, one thing I recall at the mcment i3 an

25 w explanation in a study by R. W. Back and Associates, in which
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was a good exrlanation of how the CAPCO approach would afizct
the amount of reserve required of municipal systoms, according
to informaticon which was furnished to R. W. Beck by one or
more of the companias, Y believe.

I have scen the references to the CAPCO approach
in the National Power Survey to vhich X raferred.

I am not sure there haven't been some others, Hut
that is all I think of off-hand.

Q Mr. Razpreier, what was your assignment in
connection with this case?

A Well, the Department of Justice met with me and
raviewed for me their basic approach to the case, based
largely on experience in other cases.

They aszked me whether I would feel comfortable
in testifying in connecticn with such a case. If go, they
would like me to review the CAPCO contracts, the ccnizacts
between CAPCO companies and small systems in the zrea, an
compare the provisions of those contracts as they affected
the provided benefits to CAPCO companies on-the one hand,
to small systems on the other hand; amnd then in light of what
I say, found and felt, after doing that, to prepare tha
testimony covering poiats that in my judgnont might bz
pertinent for “hiese hearings.

Q When did you begin the praparation of your

teutimony?

v

—— A s S e 8




end 3

SRS Tp——

10

1

12

i3

14

15

16

17

18

e e

e —— —— -— o e ———— —— ——

5705

tnit than if they owned a small piece of several units.
I mistrust a formula that works that way.
I think it is taki..g your eye off th= ball, so to spcak.

Q Do you know of any other pcel that has copied
“he CAPCC method of sharing reserves?

A No, I do not. The 1970 Naticnal Power Survey
of FPC, which came out in '71, referred to the CA2CO
method as unique.

As far as I know, it is gtill unigque.

Q Now aside from the question of whether or not
the CAPCO methed is satisfactory tou all of the present
CAPCC members, would vou consider the extension of this
method of reserves to small systems to ke acceptable or

appropriate?

A No, I would not.

—
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A About last July, I believe. I may be off a month
or so.
Q About how much time did you spend in preparing

your testimcny?

A Ch, probably, reviewing the materials and then
preparing my testimony, it took probably 20 days or so.

Q Were there materials other than the contracts
that you referred to thatyou reviewed in connection with
preparing your tescimony?

A Yes, for example,l locked up these Natiocnal
Electric Rate Bocks that have been introducsd, I looked
up the Form 12 and Form 1 reports -- maybe, I
shouldn't be so cryptic. I looked up the raports that the
companies submit annually to the Fecdaral Power
Commission, one being called ®The Power System Statement,”
I believe, the Form 12, Tha‘ other cne being a report more on
the financial aspects of operaticns, called Form 1.

I looked up those reports for the year 1973 and
went into them in gome detail,

I lockec up the data I could find on tha
magnitude and time diversity of loads in the area, the
information that the Federal Powar Commigsion assembles .2ad
presents on generating capacity in its volume on statistiecs
of steam electric generating plants -- that is not the

exact title, but I think that will serve to -
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identify it.

The informaticn which it presents on lhe operaticas
of the utilities as summarizad in the statistics of privately-
owned electric systems and, likewisa, a volume on publicly-
owned electric systems.

I don’t think th-cz exhausts the iist, but that
gives you a guneral idesa.

h Qe What was .your understanding at the tima that you
began your preparation of the scope of the Dzportmant of
Justice's position as it explained it to you?

A Wall, they dascribad to me, and more or less
confirmed by previous undarstanding of the conclusions that
had been reached in scie other casas with regard to what the
Department proposed as conditions for a list for nuclear
p;ants, and that waa the heart of the position of tha
D;partnnnt of Justice that we discussed.

We discussed various ramifications of that,
circumstances surrounding that.

4 You say tha the Departmont more or less cenfirmed
your previous understanding.

What is that previous understanding that you
are referring to?

A well, I was familiary,for oxample, with tha
conclusions that were reached in the Duke Powaer cace and

ﬁ the Georgia power case and some others, and my recollectien
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1 as to what provisions had been agrezed to were confirmed and
2 explained in more detail to me in cur discussion.
3 Q Were you familiar with the Consumers Pcwer case?
4 A I becam: familiar with it in the course of thcse
5 discussions, I had not been prior to that.
6 Q When you say the Duke Power case and the
7 Gaorgia Power case, what cases are you talking about there?
8 A Well, the Duke Power case, which is n cagse of cetcair
9 nuclear plants that Duke Powsr proposed to build, and there
10 || was an objection raised by municipalities in the Carolinas,
1 and - a mutually satisfactory agreemant, I think, was reached (
12 before any hearinges on the case were comploted.
13 The Georgia casze is somewhat similar, &lthough,
14 in the Georgia cazse the proceeding went further, hearings
15 || were held,
16
£S4 17
18
19
20
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Q Did the Department, in discussing the nature

of the testimony they wanted you %o prepare, advise vou theyv .

were interested in anything mecre than impcsing the standard
license conditions to another situation as had heen
proposed ' in prior situacions?

A Well, I didn't understarnd that one could rcally
refer to standard license conditions. My understanding was
the Department was trying to determine what would be the
most appropriate licensing conditions in this situation,
the assumption was that they might not be greatly difforant
from scme that had been arrived at before. Ané we
discussed scme of the -- discussed those various provisions
and some possible variations thereof that might scecm
appropriate.

Q What understanding did you gain of the factuzl
background of that particular situation as it would bea:
on your testimonry?

A At what point in time?

Q Let's say at the point in time just prior to
starting your preparation and right through until you
finished the preparation of your testimony?

A Would you read back the question, please?

(Whereupon, the reporter read the
pending question, as requested.)

MR. CHARNO: Just for clarification, whea vou say




10

11

12

i3

14

13

16

17

18

n

g8 B 8 B

——

5715
that particular factuzl situation --
MR. REYNOLDS: I think I have said the
particular factual situation. I will rephrase it.
BY MR. REYNOLDS:
Q What understanding did you gain of the particular

factual situation relating to these Applicantz at the time
that you were preparing your tastimony?

A That is an awful big question. If I interprast
that correctly and literally, I think if I spent to or three
hours answering it I still wouldn't have finished.

Q Let me ask you this:

Did you look at material that had been
produced during the course of discovery te the Departmant
of Justice?

A Yes, I looked at quite a lot.

Q Were you advised that the Applicants had
proposed certain license conditions of their own that
would attach to the particular nuclear licenses in question?

A I learned that in due course. To be precise
about it, I was not familiar with those proposged terms
at the time I prepared my direct testimony. I bacane
acquainted with the existence of those proroscd terrs
some weeks ago, and I am familiar with them now.

Q Did ycu become familiar with it duringy vour

attendance at the tastimony of Mr. Mozer at this hearing?

|
i
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A Exactly, right.

Q Did you, in the course of preparing your
testincny, have any discussions with Dr. Wein?

A One discussicn by long distance telsrhens
that I recall. I think that is the only one. I haven't

sat down personally with Dr. Wein.

Q Have you read Dr. Wein's testimony?
A Yes, I have.
Q Did you make any notes in conneztion with the

preparation of your testimony?

2 DPid I take any?
Q Make aay or take any.
A Oh, yes, undoubtedly I made many pages of

notes, preliminary outlines of my testimony, and =o on.

Q Do you have the notes that you took or made
with you?
A Ko, I didn't even have them at all for the nos:

part. As soon as they served my purpose, I threw them awav.
I don't believe in accumulating notes. All of the material
I had on file from more than 40 years of work is encempacsed
in one stack of filing cases and one set of hook chelves,
and if one keeps all of his notes, yo2u soon become snowed

under with them.

Q Is what you have in frxcont of you teday in :the

notebook your prepared direct testimoay?
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Q Does it have marginal notes on it?

A Some, yes.

Q Could I get a copy of the testimony thut vou

are referring to with the notes on it at some goint, by the
end of the day?

A If it is proper that you should have it, I have
no particular objections. I don't know that I would
consider -- I don't know, I don’t have any judgment aboul |
that.

MR. REYNOLDS: I will ask counsel.

MR, CHARNO: The Department will make it
available over the lunch break.

BY MR. REYNCOLDS:

Q Am I correct in understanding that there is no
material in that notebook bLut your direct testimony?

A There are a few pages of elaboraticn of scme of
these notes. For example, the working papers that I think
you have a copy of already through discovery of a comparison
of the effect of applying these rates from th=2 National
Electric Rate Bock to industrv with the rates in the
contracts with the municipalities, a clipping or two fruom
magazines, this sort of thing.

MR. REYNOLDS: Mr. Charno, do you have aay

problem in making that material available?
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MR. CHARNG: Not at all.
BY MR, REYNOLDS:
Q Mr., Kampmeier, you indicate in your direct
testimony that you were on the staff of Tennessee Valley

Authority full-time for many years.

A Yes.

Q How many years was that?

A Approximately 27, I think.

Q From when to when?

A From 1933 to 1938, and from 1941 to 1952 or '62.
Q What did yocu do between 1939 and 19417

A I was an asscciate professor nf hydraulic

engineering at the University of Tenness:e.
Q On page 3 of your tastimony you list the
interconnection and coordination agreements for waick

you indicate you had some responsibility as assistant manager

of power.
A Yes.
Q For TVA.

Let me ask you first, were you, during the period
that you have indicated you were on the staff of TVA, the
assistant manager of power?

A I war the assistant manager of power approximately
the last 10 years of that periocd.

Q What were you prior to that?
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A Well, a series of different titles. %hile T was
manager of power, most of that Lime I was algo dircctor of
power supply. I had been director of pewer svpply =-
excuse me, assistant manager of power,

I had also been director of power supply for 2
while prior to becoming assistant manager of power.

I was also, prior to that, director of power
utilization.

T was during part of that same period, overlapping
period, also chief of thefuels planning branch.

I was somewhat earlier chief of the power
economics brancu.

That ie most of them, anywey.

Q As the assistant manager of power Jor T™VA, did
you ever participate in any negotiations for an inter-
connection agreement with municipal systems or a coopera-
tive with any other electric power system of small size,
say less than 300 megawatts?

A Yes. I think that the arrangements in which
we participated and worked out with EBast Kentucky Rural
Electric Cooperative Corporation wae at a time when its
load was less than 300 megawattas in all prcbabilicey.

The utility load of the utilities, subsidiaries
of the Aluminum Company of America, were considerably
smaller than that at the time we worked out the Pontana

Agreement, which is referred to in my direct testinony,
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which included in effact ccordination with the utility
operations of the Aluminum Company.

Theperiod ia which the City of Memphis sat up its
own power supply system, and I am not sure whether the load
at that time was less than 300 megawatts or not, it was of
that general order, and we worked out the arrangesmaats
between TVA and the City of Memphis,

I may be overleoking some, but that is at least
some .

Q Do you know what the size of the East Kentucky
Rural Electric Cooperative load is today?

A No, but it has grown ccnsiderably. I don't
know what it is. I suppose it has been 15 years since I hag
occasion to look at it, and in those 15 years it =would
probably at least have tripled, if not more.

Q You suspect it would go over 300 megawatis?

A I would be very surprised if it weren't

considerably more than 300 megawatts today.

Q You mentioned the Fontana Agraement.

A Yes.

Q Is that an interconnection agreement?

A It is an interconnection agreement. It goes

beyond normal interconnection agreements in that it provides
for the unified dispatching of the operation of thLe

hydroelectric plants of TVA and the Aluminum Company,
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not only for power purposes, but also for purposes of
flocd control and navigation, which makes it quite unusual.
It also involved soma exchangas of land and
other properties. So it is a good deal more complicated
agreement than most interconnection agreenents.
Q What was the size of the Memphis system at the
time that you participated in negotiations with reguord

to that matter?

A I believe I answered that to the kect of my
ability.

Q I didn't catch the size.

£ I an sorry, I said I wasn't sure whethar at

that time it was more or less than 200 megawatts, but
it was of that general order, as I recall.

Q Approximately when were the negotiations that
you participated in with the City of Maemnhis?

A It seems to me it was about 1954, but I nmay be
off,

Q At that time did the City of Memphis have its

own power plants?

A It was preparing to build its own power plant.
Q Was it at the time a wholesale customer of TVA?
A It had'keen. It was relinquishing that position

in cider to establish and operate its own nower plant,

Q Did TVA raise any objeccione te the City of
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Memphis building its own power plant?

A No.

Q After the City of Memphis built =hat powar plant,
did it enter into an arrangement with TVA regarding

those facilities?

A Before, rather than after.
Q What was the nature of that arrangemeni?
A It was the interconnection agreement that I

just referred to.

Q What was the nature of that interconnection
agreement?
A Well, I have to rely on memory of events thaz

took place probably more than 20 yeras ago. 3But it
provided that Memphis would proceed on a contemplated
schedule to build its power plant.

Upon completion of the units in tha plant,
that its purchases from TVA would be reduced, and in due
course eliminated.

That its plant and the TVA system wonid e
operated in coordination for maximum benefits ovarall, and
there was a provision for econcmy enexgy transactioas,
maintenance power transactionsa, emergency power transactions,
most, if not all, of the elements of a comprehensiva

coordination arrangement.

I think that about describes it.
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Q Did the coordinaticon agreement provide for equal
percantage ressrves?
MR, CHRRNO: I think I would like to chiject to
any further pursuing of this line of examination concerning
a coordination agreement 20 ysars ago, unlecs counsel can

demonstrate scme relevance.

It is certainly beyond the scope of the witness' ‘
{

. direct testimony, since he did not testify concerning inter-~ f

connection with the City of Memphis systen at all.

I thirk unless some demonstration of relavance
is made, we are going pretty far afield and may stay pretty
far afield.

MR, REYNOLDS: Well, Mr. Kanmpreier's direct !
testimony makes it clear that his experience in large part
is related to his TVA experience a2nd the kinds of
negotiations and agreecments that he entered into in that
connection, and it 7., my intention to explore fully wiin
him that experience, in order to demonstrate to the Doard
the basis upon which he is drawing conclusions with resovect
to the present situation that he is test:fving to,

CHAIRMAN RIGLER: I am going ©o permit the
pending question and overrule the objection. I do tend
to agree with the general tenor of the objection, that we
are getting quite far afield.

The Board understand where you are trying to go.
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I think maybe you can get *““are a little nore cuichly.
You may answer.

THE WITNESE: I think the questicn was with
regard to whether the reserve sharing arrangerents were
on a percentage basis; is that right?

BY MR. REYNOLDS:

Q Equal percent, vyes.

A No, they were not. The parties agrecd that
it would be desirable overali, considering all potential
benefits for Memphis to put in units of quite a lazge
size in relation to its load.

It was felt that in order to facilitate that,
but also to recognize that this meant that at times Mamnhis
might be relying on TVA for a very largs amount of its
power during unit outages, that some compromir~ gsecmed
desirable between a straight percentags formula and the
largest units outage formula, say.

As I recall the results, it was very nuch nearav
to a straight percentage formula, but not exactly a
straight percentage formula.

Q Do you know what the present status of tha
power plant that was built by the City of Hemphis is?

A Yes. TVA leased it from Mephis somes years later.
The City of Memphis reached the point of having to

consider expansion of that plant for a growinz load, and

e g + o e
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asked TVA to work out with it a reintroduc:icn cf

Memphis into the TVA system, so to speak, o heconz a

purchaser again of TVA power, and there was a dlscizsicn

4}
ul

of various alternative ways of doing that. <“he resuirenents
and arrangements and so on, and the £inal conclusion was
that Memphis leased its steam plants to VA, and 2gain
became a full-requirements customer of TVA,

Q Are there any municipalities or ccoperatives
in the entire TVA service area which gensrate any of their
own electricity?

S I think not any more. There were scime who did.
To the best of my reccllection, the last of thosc generatirg

plants has been retired.

Q Does that complete your answer?
A Yes.
Q When you vwera the assistant manager of power

for TVA, or to your knowledge at the present tiue, ¢id or
does TVA permit any of its wholesale custonzrs to nzgotiatiz
for the purchase of power for systems othar than TUA?

MR. CHARNO: Could we have that question back?

I don't think counsel said what he thought he
said.

(Whereupon, the reperter read the

pending question, as requested.)

MR. REYNCLDS: I am gsorry, fror syvstons other
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1 than TVA?

2 TEE WITNESS: I am not sure I knovw the answer }
3 to that guesticen.

A It is an rademic question which has naver cona ;
5 up because a- r as I kxnow, no one has ever offared any

6 of those systems power con any more attractive terns

7 than they can get it from TVA.

8 If the question were to come up, I assume it

9 would be dealt with.

10 I don't recall the case coming up and having |
i1 been rejected. I don't recall a case coming up at all.

12 BY MR. REYIOLDS:

13 Q Did TVA hava a policy regarding wheeling, §
14 should any of its municipal or ccoperative custcomers

15&_ wish to purchase other than TVA power?

16 A Well, that would be piling a second hvpothetieal |
s # or academic questicn on the first. And that cuestion j
18 wouldn't have come up unless the other one 4id, |
19 Since I don't recall the first one ever ccming

20 up, I ar sure the second one didn't.

21 Q Let me see if I understand what yov just stated

£ 8 R

your knowledge, at least during the time period veu wara

there, that TVA had no occasion to formulate a policy in thiz

4

correctly.
Are you saying that because had rot coma up to

-——— e e e



area?

A Yes. I think that is what I am saving.
certainly =an't speak for ithe 15 vears or so sincc
TVA. I don't know whether the guestion hac come up

policy has been formulated or not.
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Q Did 1TVA during the time that vou were tha

Assistant Manager of Pcwer, or to your knowledge, does it now
E 2 || wheel power between large power cystems with whow it is
/ 4 || interconnected?

5 A I don't know. I might ba inclined to guess, but

6 I don't think I better guess,

7 Q Mr. Kampmeier, can any wholesale customar of tha

8 TVA designate the delivery points at which TVA will daliver

9 || power, or does TVA determine the location of delivery

10 points, or substations at which it will deliver power to

n its customers?

12 A Like a lot of other things in the TVA area, this ;
13 is the sort of thing that is determined by mutual egreement,
14 I think the general situation is if a distributor
15 rquests an additional delivery peint, normally, such a |
16 delivery point is provided. But this is determined by mutual
17 agreement, and the accepted basis for determination,
18 accepted by all parties, is that the effort will be to provide
19 facilities in the most econcmical way overall, do what is tha
20 m. t economical,in effect,from tha one-systam approach.
21 And, therefore, if it appeared to TVA that an |

additional delivery point would not be econcmical, TVA

N

23 || probably would ask for some evidence that it is an

24 economical thing to do,

25 I think by and large, however, the way it works is
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that these needs for delivery points grow out of the

developing loads and the continuiag consumptions auong the

parties, and whean the question comee up, tha answer i1s already

pretty wall svident,

Q Does TYVA establish a limit on the size of
customers to which any wholesale custower may supplypcwar
and beyond which size limit TVA serves such custonsrs
directly?

kS Well, I have to change vour guestion slightly.
There is such a limit, but TVA Goesn't =~ would you road
the first fow words of the question, please?

(The reporter read the pending guestion.)

THE WITNESS: Right, TVA does not establizh the
limit, but TVA and the distributors by agreemeutc have
established a formula for limiting the size of the cistouwors
which the distributors will serva,

BY MR, REYNCLDS:

Q What is the basis for that?

A Let me, if I may, answer ycu at a little greater
length than I try to keep most of my answers to,'because this
is a rather complicated quastion.

First, the first point I would make ties intc
what I just said, that thase quastions are estad®lished, or
are resolved by mutual agrsement.

This quesation of whesther thera would be “Some verv

D S T—
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TVA Act was that the sale of power to ind._stry should be a

large loads which TVA should serve directly, was ona that
came up quite early. ‘

The distribution systems, and there are about
150 of them, municipalities and ccoperatives for tha most
part, set up a committee which they call the rate committec,
to confer with ™A about a variety of gquestions, which this
was one of the early onas.

And the question was locked at in this context, that,
Congress, in establishing TVA, spelled cut certain objectives
and requirements.

One of the things that Congress said i the

noeoﬁdazy-purposo. In order to help improve the sysien !
load factor, and I am paraphrasing, I don't recall the procisa
language of the Statute, but if you chack it, I think you
will find I am not misinterpreting it, aven though I may not
be quoting it »preciacly -- that the sale of power to ]
industry should serve to improve systew load factors, zad
through that and other ways, permit the sale of powser to
domestic and rural customers at the lows=at possible prices.
Now, in light of that provision, TVA early 9
established the policy that its ratas to a distribution
system would be lower then ity rates to industries, recognizing

the fact that there are some advantages to the wholscale

area in supplying a diversified load, serving a lot of
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small consumers, middie—~sized and so on.

Now, it is appropriate to apply that rauvs for
wholesale power to & distributor buying pcver for
a diversified load; it is still epproprlate to apply
it even if some industrial load bscomes quits larga. but
ultimates s it might reach the point where the industrial
load would be so large in relatlion to the othar loazds
served by the distributor that a rate based upon tha
cost of power supply for a diversified load s not appropriate
to a load that is not such a diversified load.

Now, in light cf this problem, in light of the
fact that TVA and the distributors agreed that tha
distributor should serve practicaily all consumers, as many
as possible, the distributors, as wall as TVA, said, “well,
how are we going to find a way ia which we can be zure that
if sonme huge load comas intc an area served by a swall
distributor, that this Congressional cbijsctive of previding
powar for the domestic and rural consumsrs at tha lowsest
possible rates, can be achieved for the area, &3 & whole,
and not just to the particular benefit of a swmall couunity??

Conceivebly, you could have a lozd zo0 larce
in 2 small conmunity that if there wera ever two rercant
margin for the distributor 'ln serving that load, that it
could supply all of ita other customars &t no charve, thase

being nonprofit distribution operations.
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That was not really the intent, So if was agreed
that a way needed to be found to provide for TVA to serve
directly the very large loads, and that some klnd of &
sliding scale would be needed, bacause the size o. Zhe lecad
which a city like Memphis or Chattancoga might sarva and
still have that load be part of the diverzifiad load, would
be considerably larger than ths load that a small village
might reasonably serve.

So a2 formula was develcopad many yeare ago
which, as far as I am aware, has not ksen chanced to tiie
day, which said, essentially. this, ae I recall it: that if
@ distributor is buying power at a given delivery point
for serving its diversified lcadsz, and an industry apocars
whose monthly requiraments would excsed by mora than
10 million kilowatt hour: the energy that is purchazad at
that delivery point for delivery to residential custouers,
then this would constitute a lcad of a size that TVA ephould
no?v- directly.

This becomes quité a large load. The conseugenca
has been that as compared to the 150 distribution systans
who buy power from TVA over the 40 years or sc of operacica

in th&t arana, the total numbar of loads of industry

=rved directly by TVA is now probably on the ordar of

50. So that this has served to limit s very sharply

P ——
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the number of such loads TVA serves, but also o =ffectuate
the policies which were sat out by Cengraszs and which 2ll
of the partioi involved were anxious to sse implementaed,
The effuct has been that an industry pays
the same rata, whether it is sezwved by TVA or a digiriburor,
The distribution systems buy povor at the sanc rate for all
distribution systems. And that zate iz a rate lcwer than
the rats to industry.
Now, I apologize for the lengil of that ]
answver, but that is the only way I could see to ;:eal:‘.y give

you the whole picture.

T i e S . e At &
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CHAIRMAN RIGLER: Mr. Rampieier, ace tue
TVA rates to the municipal distribution syvsien enstcnurs
regulated by the FPC?

THE WITNESS: No, they are not., They are
established by agreement between XVA and the distribuiios,
systema. And this rate counittee I referrc¢d to of
the distributors has continued in existence. It mecis with
TVA every time any quecstion of rates comes up, ard there
continues to be changes from time to tiwe, bnuit moat of “lLe
changes in recent years have been fairly minor, sert of
polishing the arrangements rather than drastically
changing them,

BY MR. REYNOLDS:

Q Mr. Kampmeier, when you were refarring in your

previous answer to large industrial lcadsz, weculd T Lo correcs

to state that the large industrial loads for nen-facoral
installations was on the magnitude of 25,00 lilawatiss orc
above and for federal installations was 5000 kilowatis and
above, roughly?

A Well, the second, I think the 500C above
for federal agencies, I think is aceurate, if Y r=call
correctly. The 25,000 and above would b2 onlvy a verv
rough approximation, but that general order of naynizude,
right. Bigger than that in the case of moa: of the larger

loads, because most of the largar locds are

————— - — - co———
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corunicies

with a higher ceiling. TVA zets a soxevhai: higher ceiling

N - 2 °

Q Does TVA establish the rate schedules waich

its wholesale costomers must enploy in retail seles?

A Again with your permission I weuld Shaige the

question to say are these establizhed by mutual acream

- A
-’:l‘\-'

because otherwise the answer is no, TVA does not esszablich

it. But thev are established by TVA and the distriva

Sater
rate ccmmittee in consultation.
Q Is it not true that Che wholesale digtributor

contracts contain standard provisions specifying the

~
. &

wholesale rates, the resale rates, and the corditions urder

which the power is to be distributed?
A Yes, they do. That is correci. T.oze
provisions are developed through the mutual asree-an:

process that I referred to, and then in cffec:

its majority rules, you micht say, after 4he —ats

committee and TVA agree on something. Then this . the
standard which is applicable to everybodv,
Q You say its majority rules. What does that ~a

consist of?

A The majority of the distrihuers ag

-l

represented on the rate committee and TVA. I1° hay razach

agreement on a modification of the rate provisicns, tasn

those become applicable to everytody.

o ———— . o a—
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Q Is itvour viaw that the rates cemmittee has

equal bargaining power with TVA in comrectios with (he

setting of rates?

- —————— —

A Oh, I guess as nearly equal and practic=l
It sometimes seesmed to me when I was working with Siem
that their bargaining power was a little graacvar than
ours, but I guess that is not fair, it probably wasi 'L,
They were a little more willing than we, fov

exanple, to go to memberg cf Congress and zay, "Look,

————— - S— 3 ——— . > —

can't you put a little heat on TVA and get thea to he

more reasonable,” and so on.

Q Mr. Kampxeler, is the purjose of “he jo’nt
establishment of retail rates for the wholesala custceners of
TVA to prevent competition among the wholasals custon.orz?

Prevent rate competition?

A Nc. Actually while there are gcamndard ooz ~f

rate schedules, not all the distributors sell pover ot the
same rates. There are a series of rate schodules.
Those who are able to sell power at lower rates do, (hev
operate on one J>f the sets of rate schedulcs whish i lower
than the set their neighbor may be operating on.

There is nc -- there is not a postadz stamp retail !
rate in effect. There are a series of standerdized recail
rates.

MR, REYNCOLDS: Could we take a five-ninuta
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break here?
CHAIRMAN RICLER: All right.
(Recess.)
BY MR, REYNOILS:

Q Mr. Rampmeier, I believe in recsponse to the
question I asked you just before the brealk, vee indicat:d
that there were a series of standardized rates which
the wholesale customers could make a gelaction fzow; ig
that correct?

A Well, again "make a azlection” weoulsa he not
quite accurate, because again it ig dona by agremucnt
between the distributor and TVA.

But there are a series of rates, anv cnu of
which wight be more suitable than the other Zor o
particular distributor in light of its fipancial situasic:
the nature of the service arca and so on.

Q And thece standardized rates are spacificsd
in the wholesale contract, the one that is agregd ©o; iz
that correct?

A That is correct.

Q Do the rates differ among the neichboring
wholesale customers, because TVA does not think thit tharas

is any competition at the retail level? Rate conpcti:zien?

A Well, the rates differ because the costs 1. ffer.

These are essentially nonprofit orerations, znd if i+ is

——— ——— T+ — -~ Tl
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possible to operate at a lower cost than your neighlor,
then the rates at which you sell to the consuners rie

lowerthan those of your neighbor.

Q Is that the basis for the different standardized
rates?

A That is right.

Q Would TVA allow a wholesale cuntomer to chanio
his rate in order to compete for a wholeralie cugicner?

MR, CHARNO: Objection. I find that cuesiinn

unclear.
MR. REYNOLDS: Strike it. I will ask it acaimn,
BY MR. REYNOLDS:
Q Would TVA allow a wholesale customer o

deviate from its contract retail rate in order to coipete
for a retail cu.tomer?

A TVA would not allow a distributor uniloterally
to depart from “the agreed rates for any purpose.

Q On page 4 of your direct testimoany, you indicats
at the top that some of the studies that you poriticirated

in have yet to be implemented.

A Right.

Q Which studies are those that have yat to b2 i
implemented?

A Well, the one that comes to mind particularly

is the one referred to on the bottom of that pave,

—— . —— - ——— . ——
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"Comprehensive Coordination of Zlectrical Srotans in
Central American and Panama."
This was lcoked at as a presty loag~rango

proposition, and the steps towvard inplementing iz will

stances become attractive to procesd with intarccnncetion
arrangements and so oa,
centars

The load /of these Central Amaricza countsl.s
are typically, say, perhaps 200 milcc avert,

And you don't build a 200-mile connsction for a very
small level of load. As the load ¢rovws, it heccumes
increasingly attractive. Most: of these situations,
think, would be attractive today, I assune. 7ut
run into questions of --

CAAIRMAN RIGLER: I den't mean ¢o cut vou o7,
but we are getting pretty far afield. Mr. Revrells noted
the question which have been implemented; if vou can
answer direcctly, just pause there, and myhe as ol
background information that takes us down the rinh:.

THE WITNESS: Right. Okay.

MR, REYNOLDS: Thank you.

BY MR, REVNOLDS:

Q Mr. Rampmeler, will you dessrilo =i.

arrangements between the Basin Zlectric Dower Cooncracive

and the U. S. Burecau of Recleomation ©o which vou rafar on

&



page 4 of your testisony?
A I will try.
Again this inveolves going back quits o wove in
my memory. But essencially it is this:

U. S. Bureau of Peclamaticn has an axtesiva

system of hydroelectric plants, many of them in 24 area

in which the Basin Elactric Power Cooperative has manberso.
And the Basin Electric Power Cooperative has steaw alsctris

generating facilities.
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| power from both, from the Bursaw’' of Raclwaaticn and Ironm

Basin Electric, partial requirerents contracts with each.

The arrangemants tetween Baeln Elcctrice and the
Buresu are for the purposes of achieving thae most sffactive
operation and planning and develcpment of the Burwan's
hydro projects and transmission linees on the cae hand,
:n® the Basin steam electric generating capzcoily and traus=-

mission lines on the other hand.

Qo Does the agrcemant provide for egual prreantage
reserves?
A Prankly, I don’t recall., I am not even gura tha

it provides for ci aring of reserves in thz nornal conse
of the word.
No, I simply don®t recail, I am sorry.

Q Would you describe for me the intorconncctiun
arrangemsnt between the Cantval Prier Electric Cooporvative
and the Basin Electric Power Cooperativa that yoa menticned
on page 4 of your testimony?

A Yes. Again having Ln niad the Chairman's

adnonition, I will try to be bxiof and ‘then if I dea’tc answer

sufficiently to suit you, you can ask me £o pursus it further,

This i3 a case of Central Powvor Eleciric

Cooperative having a steam powar plant, Bzasin EBleciric Power,

as I mentioned, had soma steanm elactric plante, and 4iis

- —— - ettt . . U ——. o {—— . — ————_ % &
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provides for the coordinated operatlon of thiose plants,

0 Is that an agreement thal provides for egual
percentage reserves?

A I think it dcer, buc, again, I am aot suvrse that
I recall spacifically.

Q Does it provide for joint plant constracticn?

A I don't believe so, because I don't think thet

Central Power Co-op intended to install any more gensrating

faciiities,
Q Why is that?
A They preferred to buy thelr additicnal ragquiramsncs

from Basin Blectric.

[} Do'\you xnow why that is?

. A ¥es, because Basin Electric has not only
a considerably larger plant, but a cheaper fual supply and
could sell power to Central cheszper than Centrzl couid
expand its own supply.
The Basin plant 1is pract cally right os top of &

coal supply, and the Central plant is not.

Qe Are they going to participata in the cwnership
of the Basin plant, or are they going to buy it whcicaale?

A Buy it wholesala, but since Basin Blectric ia

a transmission and generating cooperative, which Cantrsal Power

Electric Cooperative being one of the membars, I

guess it is a matter of semantics. Ths co~op uasrhors,

S S —



10
1
12
13
14
15
16
17

ie

&

e i

P

4

including Central, you might say, own Basin Elect:ric.
Q You also, on page 4, rafer to work you did with
the South Carolina Public Service Autheority in negotiating

participation and cocrdination arranqgegents with the
CARVA puowl.

A Yes.

Q Could you tell us what your vole was in thos
negotiation?

A Yes. I was advising the South Corolina Public

Service Authority, participating with it in effcres to ebtain
membership in the CARVA pooi for the Authority.

Those efforts did not succeea, in foeot, the
CARVA pool was dighanded befors the Begotaticas were breughi
to any culmination.

") Why was the CARVA pool disbandad?

A I have my own suspicions, but I dea®t ¢hink
I better teatify with regard to suspicicus,

0 Were there nct at lsast three bosie Froblens
which had to be resoleu befors the South Caxoiine Publie
Service Authority could baccme a member of the CARVA pool?

A I suppose at least thrz=e, yos.

) Would it be accurate to charactorize at “aas:
three of the problems as disparity in ‘ize, tha forpmula

for fixed capital charges included provizions “or ta:

® s &
4_:,’

and territorial integrity of the ccmpanies must he mointainsd?
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MR. CHARNO: Could I have that guesticn back,
please?

(The repcrter read the pending gquestion.)

TRE WITNESS: It would be corresct to gay that thoee:

are matters which the company raised as being problems in

their eyes. I didn't consider they were nacesvarily problems.,

BY MR, REYNOLDS:

g What was your undarestanding of the natura of
the problem that related to the formula for 7ized capital
charges, ircluding provisions for taxas?

MR, CHARNO: I think I will object to that
question as a mischaracterization of %he Witnecs’® prior
testimony. I have no problem with it being appropriataely
phrases,

CHAIRMAN RIGLER: Do you wish to rephrasc 1¢?

MR, REYNOLDS: Not unless I am ordered to,

CHAIRMANRIGLER: Let's hear it again,

(The Reporter read tha(pending queaticn.!

CHAIRMAN RIGLER: How does that difrer fren his
previous testimony?

MR, CHARNO: His ansver to the last quactiim

was, he didn't regard those as problems, bu: these

~ were statements made by the companies.

CHAIRMAN RIGLER: Restate {t.

- —————— s . e m————
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BY MR, REYNCLUS:
Qe What i{s your undezstanding of the natwre of Lhe
problem which I have raferred to as a problem regavding zhe
formula for fixed capital chaxges, {ncluding provision:z fa:

taxas?

A Well, I am not sure how well I recall, Tho coupaniczu

I think, raised a nunber of sub~items hers. For examnis,
there was some provision in South Carolina for the paymant of

a half million taxe on cesrtain kinds of sales end tharo weo

&

a question of whether this tox might be payablie by tha utilizies:

on deliveries to the Authority, sné not by the Authority,
on deliveries to the utilities, and whother that would szaata
questions of unfairness.

It seemed to me a simple encught matzer to zimoly
provide that whatevar ths savinge of the transactioa wers,
they were going to be shared and this question would fall
by the wayside.

Thare was another sub-item having to do with ha
nature of the formulas in the CARVA ccontract having baan
developed with the companies® fixed chargas in nivd, and a
fear on their part that they might not have chat, if tis
systsn were brought intc the pool, thase fixod charees wersz
determined .gota:nlnod delivery.

I don't know, there were savaral, T don'e rocall

|lall of them, but there were sevaral suitems iu Chis gousral
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category. most of which struck me, frankly, as baing
raised for delaying tactics, rather than as mattars of
substance.

Q When did the CARVA pool temmiasate?

* I don't recall,

Q Might it have been in July of 17707

A I guess it might have been. I certalinly don't
think it was any later than that, At least, my rsvolilastion of
it is it is not any later than that, vhether it is

any earlier, I don‘t know.

S — . = PP — et S S ~ T e s S SO P St 4 e S P
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Q Prior to the time of termination, is it rot true
that the South Carolina Public Service Authority c2aaed
its interest in seeking membership in the CARVA posli?

A No, I don't think that that is a correct viate-
ment. I think it ceased pursuving the matter very actively
because every time it asked for a meeting, there vac
considerable exchange of correspondenca, and delavs, anl
one thing and another. Then a meeting would be sct un,
and then it would be postponed again, and =o on, and
they sort of got discouraged.

Q Did the South Carolina Public Servise Auihority
not enter into an interconnection agreement with
the South Carolina Electric & Gas Co-cp in Noveaker of '£07

A It entered into a new one with them cfomz time
along about then. It had already had one ¢one tine
before that.

Q Would you describe for me what ¢h: intarsonnec-

tion agreement with South Carolina Electric & Cas

provided?
A Which one? The earlier one or the 1%&9 one?
Q November 1969.

MR. CHARNO: The Dapartment would object again

as beyond the scope and of questionable ralovance.

This interconnection agreement is rot r=forrad

in the witness' direct testimony. I have nc idea whathes

-
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he has any familiarity with it, or whether h2 participatad
in the negotiation of it.

MR. REYNOLDS: The witness has already, in his

direct testimony, indicated that hc was invelved with arranga-+

ments which he has characterized as coordinatlon arranjye-
ments in varying degrees concerning Scuth Carolin~ Pukblic
Service Authority, and the systems then in the CIDVA pool,
including Carolina Power & Light Co=-op, Duka Fewer Co-op,
South Carolina Electric & Gas Co-op, and Virginia Zloctr-ic
Power Co-cp.

I think I am entitled to cxplore the exteoat %o
which he has been involved in that kind of & situation, and
the extent to which it may or may not relate =o whateovas
his testimeny is in this case.

MR. CHARKNO That is not the focus of ths

question, however. The focus of the guestion was, did he

- ——— -

P ——

know about the torms of an interconnection agreenment, without

any specificity prior thereto as to whether ho had anyiching
to do with that interconnection agreement.

MR. REYNOLDS: His testimony indicates that ho
did. He says he was involved with arrangaman:is, cooruina-
tion, concerning South Carolina Public Service Juthority
with the systems then in the CARVA pool.

MR, CHARNO: I have no obiection %2 your

asking him whether he had anything to do with ths
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interconuection agreement, or I would be hanpy to ¢ it
on voir dire.
MR. REYNOLDS: I will ask him that ¢uesztion.
THE WITHESS: The question is did I Lielp o
negotiate the 1969 intercomnection ajresment?

BY MR, REYNVLDS:

Q Yes.
A No, I did not.
Q Pid you have any knowledge of that interconnsc-

tion agreement?
A Yes, sone. The situation was that noc only was

the Authority losing patience, but I was, too, and T had

other consulting assignments that seemnad to ha mora fruitlal

to pursue than that one.

Q Was it your view in connection the necotiz=icne
on behalf of the South Carolina Public Servica Auvthorigy
and the CARVA pool that the Authority should adapi itcelif
to the pool arrangements?

A Not necessarily, although X would have fele, I

think, if that is what it took to work out the cordivs-
tion arrangements, it probably could do s-.

But basically our objectiv: was “o find the mes+
effective means of cocrdinating tha cparatlion andé the

development of the system of the Authority with close of

these other companies.

—© ———— —— o~ ——
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Q Did you feel that the matter of maintaining !
.

the territorial incegrity of the companies was scuecihing
that was entitled to sericus consideration”

A Ko, not really. I thought f£irst that it waz = af,
herring, and second that this woulld have iatroducad quosticnz!
of public policies, state policies, which should be dealt
with independently of the gquestion of publiz policics of
achieving eftective coordinated operaticn and develcruznt.

“Q Do you recall atteading a mesting betfwasen iz

CARVA pool executive committee and the Scuth Coxelina
Public Service Authority in Jure, on June 20, 15577 {
A I recall -~
Q At which the matter of terxritorial intcuriiy "
was discussed? |
A I recall attending one or more meetings., I deca's
recall the dates at all. It could very well have bacn tial
date.
Q If I were to advise you that the ninutas 27 the
June 20, 1967 meeting I just referred <o statcd that —ou
had said during that meeting the guestion of territsrial |

integrity needs to be given a lot of thought,

{2

1aG

o

that the Authority should explore all posaibilicics, ard |
do as much work as possible in justifying wiis, would ven |
have any reason to quarrel with that representaticn?

A I think whethr I would quarrel with it wonld
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depend on the context in which that was pu*.

As I recall it, my feeling was that if ke
companies wanted to pursue that guestion asg a serara=u
or parallel question, the Authority ocugh% tc be quite
willing to spend whatever time was necescary o purszuz it.

But I didn't fee)l that it was a preraquiseize
or should be a prerequisite to pursuing what aesded %o
be worked out to achieve coordination.

In all probability, any explcration of theo
service area question probably could ba dealt with nore
expeditiously than the other, and I didn't fecl that
the Authority ought to be giving the coupaniez z2ny more
excuses than necessary for dragging its hez2ls on the
coordination gquestion.

Q Do you recall stating at that meeting thax
when people enter into an agraeement, they alould o 2o
with the idea of working tecgether, not croating problama
for 2ach other, and in looking ahead, not nrckward tovard o
more desirable way of getting things done to the Lurziie of
all parties?

A I don't recall at all saying that, buz T woo.d
certainly subscribe to that as being a dasirakle chbjzctiva,
Q And would you subscribe to that z¢ b2ing a

desirable objective with resrect to any power peol that

you might be talking about?

e

s —— ——— — - — —— . .
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A Unless there are some words in the
my attention at the mcment of hearing them, I vouid

should have no problem with it.

It seems to me that it is very important ¢o taskls

these questions with ths muiuwal cbisctive od doing the best
possible job for the ultimate consuuers, and that olis
means trying to work together to solve problemg, aad not
trying to make problems for one another.

To expedite finding sgolutions rathcer than o

drag one's heels and sc on.

Q Would ycu subscribe to the view that thae objcectiva !

of all the parties who are contemplating menbership or vho

S

are members of a pool should be o look ahead; not bugk-

ward, toward a more desirable way of gettirng things done
to the benefit all parties?

MR. CHARNO: 'Tould I have that gqucsition baal,
please?

CHAIRMAN RIGLER: It is the same cno veu just
asked, Mr. Reynolds.

MR. REYNOLDS: I didn't get an answer. Thae
is correct, Mr. Chairman.

CHA{RMAN RICLER: I think you aid.

Let's move on.

MR. REYNOLDS: Are you instructing the witnaes

not to answer the guestion?
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CHAIRMAN RIGLER: VYes, I am.
Let's move on.
BY MR. REYNOLS:

Q What is the arrangement, Mr. ¥ampaajer, =ha

r

you are referring to Letween the Scath Carolina ublic
Service Authority and the Scutheast Power Adminisiration,

Central Power Asscciation, and cthers?

Fa

A Well, again, trying to cover it vary briefly,

at least for a first answer, Southoast Power Administraticrn
had certain amcunts of power available which, some of which
were sold to South Carolina Public Service Autherity,

which in turn included them in its resocurces for its sales
to Central Power Association and o*hers, and Contrsal

Power Association and others asked whether it woulldn's L=

possible for them to obtain that power éirectly fron

Southeast Power Administration, rather than for it 0 he =5ld

to the Authority and included in the power sold to tlom.

And so we worked cut =- I halped work out an
arrangement where that was accomplished, the effecs ¢f whiskh
was that Ceutral Power As3ociation and othzrs Laocare
partial-requirements customera of roth South Carclina Dublic
Service Authority and Southeast Power Administraticn, and
South Carolina Public Service Authority wheeled povar Sor
the other parties from Southeast Power Administration +o

Central Power Association and cthers.

DT S—

e g Seme



10

1"

12

14
15
15
17
18

18

n
-

& 8 B R

P —

€754
Q Were therc any privately-ovmed sysceas involveas

A Not that I recall.

SUppose you alght =iy thewr=: wera,

.

=i

Well, vye=,
By privately-owned systems, we tend (o piiians imzly au
investor-owned systenm.

Central Power Associa‘ion iz o srivatel.y-cimnad

w.r§ certain municipal svstems, tLug most ¢©f Chen -
mutual associations for consumera. %hay ave vrivately-
owned, but they are conswrer-owned ratcher &hoarn fnvesiore
owned .

Q Were there any investor-ownzd systems?

A Not that I recall,

Q Do the Scuth Carclina Public Seivice huthiriey
and the Southeast Power Administration and Central Llssirios
Power Co-op all compete with ecach other for rod il
customers?

MR. CHARNO: By Central Power Co=-op, do won mia
the Central Power Association?
BY MR. REYNOLDS:

Q Let me agk you by way of clarvificanion,

Mr. Kampmeier, is the Central Fower ASraciction che e
strike that.

What ies the Central Pover Association?
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whether the South Carclina Public Service Autherlicy, Soulhcazt

s10 1
p¥l A It is an associaticn ia the naturz of a genssaving |
~ 2 {
transmission cooperativa, whose mombers are distribution !
3! . i
1 | electric cooperativee in Scuth Carciina. It kuys powaz: 3
4 {
from South Carolina Public Service Autherity and Southeast :
B 5 |
Pownar Administration, sells powsr to meuber ceoparatives, %
6 1
Q Lat me go back to tha other quastion =ad ask you ;
! |
|
: b

Power Administration and the Central Electric Pownr Copperniis

!

!

’ of the Central Electric Asscciation, compets with aagh siher i
" for retail customars? i
i A South Carolinia Public 3arvics Authority and i
" Central Power Association and mambers of Cantral Pover '
= Associaticn do competa with one anothar for seivie2 to souz

" retail customera. §
e As far &s I recall, Southeastorn Pover Alzi;i;:r;tiu%
' does not, it has limited itself exclusively to salas a2t whole- f
" sale,

18 Q Yo indicate there is some competition for {
9 || cartain retail customars. What is the naturs of &ae campetftian;
- A The competition is most lively wich respuct to

21 irdustrial loads which might request service fromz a2 Sauth

2 Carolina Public Service Authority or from ona of bz

23 cooperatives or from both, and esach would offer a scrvice

24

contract to the industry and the industry would decid:

25 which one he wanted to buy it from,
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Qo I see. 1Is that without regard teo lscatizn?

A More cr less, The reascn I sald soze, is that ic
is obviously that one of the disgtribution coggeratives
wouldn't be likely to compste for a lcad 100 miles avsay
from anything he was already sarving.

Q Is that compatition without »egard tc the sise of

the industrial load?

A Yes. I think so. I don't recall all of the details,

but I think so,
Q Do thos same utilities conpsca anong themselves
at the wholesale level?
MR. CHARNO: I thinkwe have tallied aboul difzZovent
groups. For clariiicaticn oz the rscord,would you
reiterate the parties you are refarring to ncw, specilicallv?
MR. REYNOLDS: South Carolina Public Sexvica
Authority, Scutheast Pcwer Administration, Central LKlectrir
Power Cooperatives of the Central Electric
Association.
MR, CHARNO: Central Electric Pgwar Cooparativas?
MR, REYNOLDS: That is right.
THE WITNESS: It is Central Power 2sscciation.
Yes, I think the answer is, thay do ccupet: with on2 2nother
at wholesale,
BY MR, REYNCLDS:

[+ What is the nature of that ceumpetitiosn, as vou

P —]
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understand it?

A wall, I illuatrated ona facst of it by relaxrwing
to the fact that Central Porar Association and its woxlars,
specifically 1its members, I cited that they vould praiar
tc buy power from Southeast Power Adminietraticn direckly,
and no.“that. a3 the result of that competitici, that sezvice
was transferred from the Public Service Authority %o tn2
foutheast Powar Administration, with the Public Scrvice
Authority doing the wheeling.

Another instance, cna. at least, and I think

there are others, but I recall cne, specifically =t the

moment, cf the customer of Central Power Asgoclatlicn;

is also a custcmer of the South Carolina Publiic Servizo

Authority,both supplied under a partial reguiromaats eontrucn,

and the distribution system treats the oo suppliers ae

competitive suppliers in deciding what to buy from =2:2a,
i don’t recall how many of the lateor Et;r‘.‘.s‘,

of istuations _theta are, bacause tihis i3 nct a subijace

in which I found myself involived:

My activities here warw involved in the

gsituation that I described, and not in the transacticas bem.een

Central Power Associaticn and its memders and thoze of ito
members who were also buying from South Carolina Public
Service Authority.

Al I knocw about thosa is really herasay,

and I probably have no business raferring o it ac ¢ll.

I S S R ——
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Q What studies . . you do of the Nor York power
pool to which you refer oa pags 5 of your direct testimony?

A This was larcgely by wav of reviswing, at tha
request of the Public Servica Commiscion, 3:acs seudias,
studies by__ its staff, which ware buing developed i:
consultaticn «it> the members of ths Hew Yerk nouer pool,
and I was asked for comwents, ideas, and go ov.

Q Can you describs the coupstition whilci: tszos
piace among the members of the New York Powar sool?

A I don't think I could do that gvosticn jusiice,
I am not that familjar with it.

Q Do you think thexe is any competiticn which talkos
placs among the members of the Naow YorkX Power Pool?

A Yes, I remexber at laast one situation in whigh
there was very lively competition betwsen ni zgara=-Mohows
Company and Consolidated Edison Company for a block o:
power that the Power Authority of the State of Ilow York hoa
available for a temporary period.

Q Do you mean that each of them was trving “o buy

power from the Powar Authority of ths Stats of New Ye=k?

A Yes.
e Is that what you czll coaxpgtiticn?
A In that case it was competiticn for the puzpose

of a block of power, right. That is not pexhaps the ncre

usual situation in wich you are cempeting fro custcners, rathiez!

-
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than power gupply.

0 What was the nature of you activities in
connection with the Jamestown New York systam and its
arrangements with the Power Authoriiy of the Stal2 of
New York, and with Niagara-Mohawk Powar Corpcoration?

A Jamestown, for many years, had beea gonoracing
all of its ocwn power recquiremwntz, and it had had dlgcussieons
'frou time to time with the Power Authority of tha 3tate of
New York about buying some pcower from the Pcwer Authority.

Those exploraticna had novar come to any
conclusions, and I was asked to see if I could halx bring then
to a conclusion, which we d4id, and we arrangsd both to obtzin
for Jamestown some partial requiruments power from tla Powar
Authority of the State of New York and to have tha: powsr
wheeled to Jamestown by Niagara-iMohawk Power Corpcration.

We did not succeed in wcrkiag ocut as corprohensive

a wheeling arrangement as I think would have baaa o who

|
benefit of the consumers, nor as comprehensive, ncr gwortunitids

that I think could have been daveloped for such mattars as
economy exchange

So this is a case whara I would uzy the
negotiations achievad their primary purpese, bat did oot
achieve all of the benafits that might have beon abiainalle
with greater proper spirit by all concerned, and a

willingness to lock forward, not back,

P ——— SO p—
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Q What was the cauge for tha delaye in the nugotiaticn:

betwean Jamestown and PASNY?

A The earlier delays, pricr to £he 2ne I vexorred
to? 1Is that what yvou are asking about?

o Yes, i you know, |

A My answer would have to >3 heafsay.

WS ———,
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He has invitad it. Go

THE WITNESS: VWell, wmvy inrrasszi was that

P [S¥S] -

‘3
bt
w
o |

each time a question came up thevre was a faeling on =ho

part of the city that they were the viectian o buck-prssing,

that questions asked of the Pcwer Authoriitv of :h

che
State of New York were referred to Wiagara-:ohai: a
questions asked Niagara-Mohawk were referred to BLii”, and

V]

they would set impatient and say we are doing clav LWy
ourselves, we will keep on doing that for a vaila longer,
BY MR. REYNOLDS:

Q Will you describe for m2 your vol: wish tLa
Lincoln, Nebraska system and its nagotiction —vilh -
Nebrz :ka Public Power District?

A Yes. I was a consultant or adviser 4o &l .=
in thqse negotiations. I also in due course cestililed as
a witness for Linceln in a litigation betwcen the o

parties.

The basic proposition was that an agreszaent
had been made quite a few years ago for a coordiict:a
operation of the two systems if as and whan Lincoln van-
into the generating business, chose to generate scmz of

its own pow .

This point was being reached, and ther-: wa-

disagreemant as to how the contracts werc 0 be ixplaranted,

E————
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applied, what new provisions might be nzedod, and so ou.

And it was in that regard that I was consuliing

with them.

Q What was the nature of the dispate ha: was
involved?

A Oh, Lhere were quite e number. Oae of the

more difficult ones scemad to be this, that Linceln had
arranged to buy part of the cutput of a nuclear plant,
Cooper Nuclear Staticn, that was built by debhraska Zoklie
Power District.

Lincoln was aleso buying a blecck of power £xen
the Power District which had initially heen svfficient
to cover its full reguirements, but was not ¢oing oo contiruw

to be sufficient.

The intent clearly was, I think both var-ies
agreed on this, that the purchased power, %tac rovar
purchased -- well, in order to be able o make zaov
reference, the purchased power block was a mazinuon, providc

for a maximum of 175 megawatts.
S0 let me refer to that as the 17S5-megowaii

block.

43

———
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The intention was that Liacoln was to uze Lhe 175

megawatt block and its chare of the power frcm Cocper
Nuclear Station together and along with any other g=rcra-

tion that Lincoln saw £it to inatall, ©o supnlv its
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total requiraments.

And it did see fit to install a gasz Lurbine
plant, a combusticon turbine plant. Itc was Zurther
complicated by the fact that Liancoln bongat frem the
Power District a small, old steam plant in the heart of
Lincoln. These various sources were to be uszd o upplv
Lincoln's total requirements.

The Power District interpreted t¢he contragts as
permitting it to require Lincoln to buy ¢he 175 moyawaits
at Lincoln's system load facter. And to buy the power frzom
the Cooper Nuclear Station at the capacity factor of the
plant.

This creatcd a surplus of energy f£for Linzcln
in the off-peak hours which the Power District argusd
it was entitled to buy back at incremental cost.

Lincoln didn't feel this was fair, and e
contract dould not have meant this, and this vas therciore
a point in dispute.

There were othaers, but the others would
take even longer to describe than that one, and ¥ doubt -7

you want to get into all of them,

There were questions of whaeling of power fron ine

Bureau of Reclamation, a number of thincgs.
Q What was the nature of the question of whcaling

with re.pect to the power from the Bureau of Reclan. tion?
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A Well, the Pureau of Reclamatica hid alleu:
various amounts of power from its hydro resources o
various areas and communiti=s and S0 on. And in the case
of Nebraska, there had been a sort of a lunp sum allcoca-
tion with the undarstanding *hat if individual ~-wmounitics
wanted to pick up pieces of this, they could, a.d if not.
the Power District buy the poweor.

There was also a provision as 5o the werhe

under which power would be wiheeled by tha Pouas 5f

o i z
3a WI6XICT

for the Burean, how much cf that charge would bz naild v tic

- -

.
5 YSSLIS
why Lz} SOWe .,

Bureau and how much by the purcheser o

m
“r

Again there was disagracinent

i
"
h
i
e
2

what these provisions meant and how they were %0 kz inter~
preted when it came to a specific case in point.
If Lincoln choge to axercize i:s opticns &3

e s

take some of this power, what impact, if any, thic had

-

on the 175-megawatt block to which I raferrsc. Linsola
felt it should not affact that, the Pcwer Diseriams
felt it should, and s0 on, and g0 on.

Q These entities are koth puklic agencies, “ronis
they?
A Yes. Yes, I think you could proparly coil

-

them public agencies, right.
Q You say they might be called tha%; vihai ig +ha

- -

ownership of the Nebraska Public Power Distriss?

-
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A Well, this is why I hesitated a littlz hit.

I am not sure I recall exactly whether there is any
ownership interest by the systams which it cerves, or
whether it is entirely cwned by the State of ijehraaslia.

Frankly, I just den't recall the specifics of
that.

Q It is true, is it not, that there are o
private investor-ownod companics that ara located or
operating in the State of lNebraska? Isan't chat corroct?

A That is true, as far as I know.

Again, interpreting your word "private® ng

meaning investor-owned.

Q And Lincoln is a municipal systen, iz that
correct?

A Yes.

Q Do the Lincoln System and the NPPD ccripzio

wit'. each other for electric service or buik sower supply?

A Well, a little while age you eort of challenged
my use of the word "compate” when I talked about
competing for a resource. They certainly do zompaie
with one another for purchase of power from icas Burcou of
Reclamation and others,

They compete with one ancther 2lso in terms

of selling power available from the gen2rating staticns

and not needed for their regular customers, =h2 mark-s




5765
for sales of such powar to interconnscting sysiens,

I don’t recall wnat other ways they compate,
but I would gueas there ars other ways in w..ich thav
compete.

Q Isn't it true that the wholeszala -- gtrike that.

Isn't it true that the wholesale supplizrs
of electricity in Nebraska can enter into written u,rCCQCﬁCSE
limiting both the area and the cuvstomers that they vill
serve at retail?

A I don't know. It was nct my respensibiliity %o
get into that questicn, and I didn't.

Q Would you be surprised if I told you that thac
vas the result of litigation “etween the City of Lincola,

Nebraska and the Nebraska Public Power Digerizi?

A Yes, I would be surprisad.
Q You don't know anything akbout that?
A No, I wasn't aware cf any litication ~*lLier than

the one I referrad to, and I don't think that wvas ens of
the results of that litigation.

Q On page 5 of your direct testimony, vou malke
reference to coordination of systems in the westsrn states
to use large coal-fired plants (studied for Peabody Ceal
Company) .

What was the nature of your activity in that

regard?
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A I was the consultant to Peabod:y Coal Compaay,
and I helped them to arrange for the empio'meat of a
consulting firm who coculd provide more diversze talznts
than I could provide on this question, and I workel with thsz |
other parties, Peabody and the comsulting firm, to cxplorae ;
as a paper study the feasibility and probabls desivability |
of getting the developments of some of tha vary
large western coal reserves, and I should have perho) 3

mentioned sooner that this was a gtudy made w2l over

|

years ago, to explore the dasirability ana fezsibel. oy of
developing some of these huge wastarn coal raserves =0 use
them in large generating stations (o produca nowes

which could be wholesaled to the various electyric usilitiaze
within transmission distance which we were defining for

pwposes of the study pretty gemersusly, it was raaczhing

quite a long wavs.

.

A
-
]

It looked rather promising. I think <

! g

L8

a1

trouble was it was about five or 10 years ahcad o
time. Peabody dropped the study when they wera bHlockad

about and merged with the Kennicott Company ond I think
probably made a mistake in dropping it, because they i
would have in effecc been in on the ground floor of =

lot of developments that have taken place since, if they had
pursued the study further.

MR. REYNOLDS: Mr. Chairman, this micht be an ‘
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appropriate place to braak for lunch. I &m at tha end of a
line.
CHAIRMAN RIGLER: Why cdon't yvou tale up ¢ new
line? We still have about .5 minutes.
BY MR, REYNOLDS:
Q On page 5 of your direct testimenv, ycu refer
to the growth and deveclorment of ccorxdination arrange-
ments in the electric utility indusiry. !
A Yes.
Q To your knowledae, have there heen any siganilficnnt

changes in the extent and degres cf coordinatios

ot
> ]
w3
)

interconnection among powar syztems in the nast decnde?
A Yes. I would say there has been a continuing
evolution and developmant, guite & censiderable cmount
of change in various regions of the country In the rature
and scope of the arrangemencs.
Q Would it be fair to characterice The status
of interconnection arnd coordinaticn among pewnr gystous
prior to the publication of the 1264 National Power Survey
as relatively undeveloped, compared to the presant tine?
A Yes. But acain one has to recamber that that
is sort of a sweeping generalization, and there are
certain places where coozdination was much Zurther
advanced than in other places.

MR. REYNOLDS: May I have that aunswer read,;
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(Whereupon, the reporter read from
the record, as requested.)
BY MR. REYNTLDS:
Q By that, you mean there are certein placas

that were amuch further advanced prior to '£47?

A Yes.
Q What were thcse areas?
A Oh, for example, the Pacific Northwesi: had

gone considerably further prior to '64 than come otusr
areas. TVA and the svstems with which it is intar-
connected had gone further than many.

There are quite a number of arcas that could
be cited and I would be reluctant to try ¢o name
chapter and verse, because trying to remazber what
happened before '64 vs. after '64 and sc on go=tg ‘» Le
a little bit taxing on my memory, which isn‘t as ceod
it used to be.

For example, the --

Q That is all right.
A Okay.
Q I was going to ask you whether vou ars fomili

with the Ohio Valley Electric Project?

A Yes, generally. That was an esxamdle of szoma

pretty extensive coordination efforts prior o 64 in an

ar
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area where there wasn't nearly as much coerdination

that is not quite fair.

In which coordination in othor respectes Lad
pot advanced that far.
Q Would it be accurate to say that zrojeci was

generally recognized as being a major success and 2
contribution to the develormeni: of gaseousz diffugion
capacity for .ne AEC?

” Well, it was, I think, & success, a majc:

success. Whether it contributed to the developrment cf

gaseous diffusion capacitv migh: be argued, because

I thinx

the gaseous diffusion cazacity was going to bz providad

one place or another and the job would have Dbecn Jon

one place or another, but this mads it pozsible o dc

it in a new area instead of the Atomic Dnergy Commuice
having to group all of itz plants in the Tennzzceo ©
and it was welcomed, therefors, to hoth the Lzcmic

Energy Commission amd the TVA and the OVEC companics

Q Would you say that that was a project thai

i

1)

111 ars
-esin -

0‘

i

als

- was

designed to monopolize the bulk power supply in tie 2hio

Valley?

MR, CHARNO: Objéction; calling for a legal

conclusion frem an engineering witnegss.
CHAIRMAN RIGLER: Overruled.

TAE WITNESS: Would yvou read me the

e o o e

OSSP —
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please?

(Whereupon, the reporter rsad tle

pending gquestion, as requestod.)

THE WITNESS: No, I think that would ke
too strong a statement. I daresay there are cortain
aspects of that involved. I think the prciect was
designed first and foremost for the purrosa of sacwing
that a group of power companies could, if they pvat theix
mind to it, develop a power supply for a lar = load
on essentially the same sort of terms and ecocts thas TVA

had been able %o do it.
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MR, REYNOLDS: May I have that ancwer rxead,

pleasa?
(The reporter read the record as reguasted,)
BY MR.REYNOLDS1:
Qe In your view, did they mske guch a demonsiration?
A Yas, I think so. One might cuarre!) about

dagree, but cartainly not in the general ovarzll r=.ull,
Q On page 6 of your direct tsstimecny, Mo, Heupmreior,
you state that cnly one percent of the total ceneraticn
is now provided by industrial self-ganeraticn, What iz
the source of your information for that statement?
A I believe it wes the Naticnal Powar Survay,
but I am not aure anymors,

On second thought, think it may beve bziza froa

the EBlectrical World, its 100 anmaiversay iscva,., 3ot I am aot
sure about that, It may have coms from scuewhere elec,
g L2t me show you what is a table taken froo £ho

1974 statistical Yearbook of the Edison Electric Inutcliuts,
Table 7-8, which is headed "Blectricity mads avallaz-le
in the United States,” and ask you if you could indicata
what that table raoflects to be the tobkal qeazr;tin; ;
capacity for the United States ia 19747

MR. CIARNO: Ju Coimeel golng to make thic

examination exhibit availabla to otheaer cownsel?

MR. REYNOLDS: I will show you a copy, if vou like.
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MR, CUATYC: I would like to sse a vopy r
prior to the Witness answering the question.

MR, REYNOLDS: All right,

MR, CHARNO: I thought it was our undarstanilng
that exhibits would be passed out?

(Document handed to Mr, Charno by !r, Raynolds,)

MR, REYNOLDS: When you kaow you arz going to
use exhibits, they will be.

MR, CHARNO: I take it that the VWitness, in
answaring the questionsz, is to igneore the notaticus end

red-lining and figures that havs bezn addad to ths

document?
MR, REYNOLDS: Cartainly.
BY MR, REYNOLDS: .
Q Let me restata the _qusstion I askad you. Would

you lock at that table, Mr. Kampmaler, and tell ma
what it reflects to _bo the total ganeration in the Uritad
States for 197472

A Before you restated the question, you uznad the

word "capacity.® You are not ncw uasing the word capucity.

I take it you are intending to refer, intending me to tell you

what I think this table means when it sayd generatioa and Lot

it applies to the figures for the United States.

e P R S e S A S
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Q Right. In terms of -~ if I said generating
capacity, it should be total gencration.

A All right.

What thls purperics to show is the groneration
in millions of kilqwatt hours in various years up through
and including 1974 by various groups of entities with
generation. It shows total generxation in 1974 for
the United States of 1,967,649 nillion kilowati hours.

Q What is shown thers to ba the inductrial
generation for the same vear?

A It doesn't show it. It shows the total for
other sources which is footnoted as inciiding generziion
of industrizl, mine and railway elactric powsr plants.

And that figure i3 102,788 millions of kilowatt hours,
which would be akout 7 percent of the total shown for
the United States.

Q Do you have any reason to doubt the figures
from the Edison Electric Institute?

A I don't have any reason to doubt their wvalidity
as far as they go.

What I don't know, for example, without further
checking, is whether the figures for electric utilities
there is the total for all elactric utilities, or whether

it is a total for those who report to the Edison Electric

Institute, whether it is Ciass A systens or all sysioue.
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There are various guestions lika this that
need to be examined.

I would hasten to add that if my ficure of
industrial self-generaticn b2ing only 1 percent of the
total is in error, I ould be very happy %o stand
corrected.

CHAIRMAN RIGLER: I am curicus myself, M-,
Reynolds, where we are going on thie subject.

MR, REYNOLDS: I am not going any further, just
to show it is five times greater than what he stated.

MR. CHARNO: I take excepntion to thet
charac'erizati-n of the witness' testimeny.

CRAIRMAN RIGLER: IZ he thinks that is what it
shows --

MR. CHARNO: I would like to nota for the
record there is a difference between generating capacity

andkxilowatt hours.

|
e ——

e

- — . —————. .~

CHAIRMAN RIGLER: I think the witnoss pointed out

several distinctions.

We will break for lunch now. I weuld like to
pick up the puce a little bit. On this last svbicet we
spent approximately 10 minutes.

MR. REYNOLDS: We may have to spend a little
more, in view of the colloquy between the Chairman -~nd the

Department.
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MR. CHARNO: The Department would like to ask
to be furnished with a copy of the exhibits 0o be used
for crogss-examination after lunch, in order not te delay

the hearing to examine them.

M, suiNOLDS: Certainly. I will be glad to fur~:

nish them to you.

MR. CHARNO: The documents keing used four
cross-examinatii.n.

CHAIRMAN RIGLER: That is correct.

MR, REYNOLDS: What is correct?

CHAIRMAN RICLER: That is correct, the exhibits
will be furnished in advance.

If you are going to show them tc =he witness
and ask the witness to comment, show them to the Depariuent
in advance.

MF ?WYNOLDS: To the extent I am able to do it

on cross-examination, I certainly will.

CHAIRMAN RIGLER: We will come back in 45 minuias.

(Whereupon, at 1:05 p.m., the hearing vas
recessed, to recoavene at 1:50 p.m., this sane

d‘y.’
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AFTERNCON SESSION

Whereupon, ,

ROLAND A. RAMPMEIER

resumed the stand as a witness on behalf of the Departmenc

of Justice and, having been previously duly swern,
was examined and testified further as follows.
CROSS-EXAMINATION (Continuad)
BY MR. REYNOLDS:

Q Mr., Kampmeier, would you please explain for me
what you mean on page & of vour testimony when yocu say
w;th regard to tha number of municipal systemc, thal the
number has sometimes risen, more often declinad? That is
in response to Questicn 16.

A Yes.

I am not sure I can add anything to what is

there.
Q What time period ar2 you talking =bhout?
A Over the period that I had been refer.“ng to,

from the pericd around World War I up until now.

Q By what measure did ycu determine that the
decline had been more often than the rise?

A Well, first, because its number is smaller now
than it was at the beginning of that period.

Second, because there were rather extended

a
{
|
|
|

(1:58 p..)
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periods in which there was a fairly continuous

decline.

5777

-t — ———

B S ———



5778

s14 1| e Let me show you a page from the 1970 Hatloanal
bwl 2 Power Survey, it i3 page 1-2-~2, which has tzble 2.1, number
3 of alectric utility systems by cwnership claseification,
4 Would you read off the figuras for tha
5 total numbaer of municipal systezz in aach of the ‘“yoars
g || on that table.
7 A You are referring to tha line "pudblic nonufsdaral®?
8 Q I think so. I have handad cut all of wy
3' coples. N st a minute, That is right.
10 A It is not the number of municipal systams, but
1" it would be a reasonably good indax of the number of municipal
12 || systems,
13 Most of these would be nunicipal systeme.

14 || And the numbers shown are nothiang earlier than 1327, when

y5 || most of the decline had taken place. - L o
16 At that time 't shows 2,198, In 1837, 1.873.
17 1947, 2,106, 1957, 18%0, 1968, 2,075, {

18 Qe Is it not true that the number of those cystoms
19 in existen-e in *69, which is the latest year shown on the

20 table, is actually greater than the number in exiatence

some 30 years earlier?

[ ]

1
A No == wel), than in 1937, rigat., Which, of course,

is not the period that I referrcd to in my testimeony.

f Qe the period in your testimony you are reforring

> &8 B B

to is what, I am sorry?

S ————
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A The last 55 to 66 years, &3 ahown nzar the top ol
page 5§, 55 or 60 yaars ago :hqfa vare 3,060 oxr more
municipaliy-ovmad systoma,

Now there are 2,000 and the number -- I see nothiag
that I would change about ny tescimcny

g YOu indicata theat the number of municinal syalome
generating thoir own power has droppad copsiderably over the
last 50 years?

A Right,

Q Might not that situation be tha rasuit of the
economies of scale which heve led  the smaller muuicipal
systems to purchasa wholasale pcwd; from lerxcer svstenmr,
rather than continus with seli-gencration?

A That is a very, very important factor in thra
piatare, right,

) Is it not &lso possikle that the declin: in tho
number of municipalities that are generating thair own power
is partially the result of the sstablighment of laxge federal
projocta which are now providing powsr to municipalitics at
wholesale from large gensrating stations benefitting Lrom
the economies of scale?

A Oh, there are some Quch cases, I don*t think
there are any tramendcus numbar of them, I think what
has happened is 1llustrated pretty well Iin the arca we axs

talking about,vhera & Jjecade ugo there were at least 10

s — " ——— — — .

—— — —— . A et .
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byl 1 systems generating their own powar, and now 1 think thnere ig ;

something like 4.
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0 Ware there any municivald®izs Lu che recion é
' !
now sexved by TVA which were generating tiheir cwa power pricy

to the establishaxent of TVA?

A A few. I imagine 10 or thereabouis.
Q And I beliove you have alrzady indicated that

|
|
!
|
|
thers are no municipalitieas now generating their own power
which are located within the area served by TVA?

A I said as far as I can reczll and am aware, f
that is true. I can't cunarantee it.

Q Is it not truec that tihe municipal gystems served
by TVA now buy power at a lower price from TVA than tha cost |
they weuld incur if they generated that vower themselves?

A Yes, generally speaking, that is certginly true.

Excuse me. Perhaps it wouid be hslznful ifF I
added there is at least one svetem which distributes
TVA power which does generate some powar of itz om. I
is not 2 municipal system, that is why it didn't occcur o
earlier, but Nantahala Powevr & Light Company generatns
some of its own power and paurchases scme of its powvor !
requirements from TVA under the same sort of contract that
the public municipalities hLave.

Q Do you know what chare of ¢he total nunber of
electric customers were served by municipal svstems soma 350
years ago?

A Share of thae tota) number of cusccmars?
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Q Right. Electric customers.
A I don't have those figures before ma or in mind.

1 bhawe seen some figures on that., My recollection --

CHAIRMAN RIGLER: If you don't remember, just sav

30.

THE WITNESS: All right. I would rather leave it

there, anyway, right.
BY MR. REYNOLDS:
Q If you hive a recollection, a: I --
CHAIRMAN RICLER: If you are asking for hi
recollection, yes.
BY MR, REYNOLDS:
Q If you don’t know, fine. I thought vou ware

saying you did have a recollection.

A I don't have a firm recollection, no.

Q Do you know whether it was more than 14 percent?
A No, I don't know for a certainty.

Q Do you know what proportion of the total power

sold by cooperatives is purchased at wholesale froem govern-
ment power plants, either state or federal?

A No, I don't know that.

Q On page 7 of your direct testimonv you
indicate that according to Electrical World of June 1, '74,
that ;n }932, 72.7 percent of the output of privately-

cwned systems was generated by eight large holding

Q
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companies.
A By subsidiaries of eight large holding
companies, yes.

Q Do you know what percentage of the total cutput

. — - —-‘.

of privately-owned systems at the present time are cenerated

by all of the holding companies in the United States?
A No. It is not a tremendously different
percentage than this, but I don't have a precise nunber in

mind.

Q Let me show ycu another page from the 1970 National

Power Survey, which is page 1-2-4. 2About a little cver half

of the way down the first column, there is an indicaticn

of the -- or a statement theroc as to the holding - companics

in 1970.

Could you read for me from the sentence starting

"These 80 subsidiaries” down to the end of the paragrapn?
A All right.

"These 80 subsidiaries are grouped into 32
holcind company systems controlled by 18 companies which
are also operating electric atilities and 14 non-
operating holding companies. Subsidiariesz o che 14 non-
operating holding companies provide 22 percernt of tihe
generating capacity of the investor-owned secnents of the
industry. The 18" -~ do you want me %o go on?

Q Yes, please.
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A “The 18 operatiny parent companies, aleng with
their subsidiaries, provide an additional 17 percent.”

Q That paragraph would indicate that the 22 hold-
ing companies provide some 39 percant of the generating
capacity of the investor-owned segment cof the industry;
is that not correct?

A Of the generating capacity, yes, right.

I see nc inconsistency, if you are suggesting
there is some, with my testimcny. In the first place, I was
referring to the proporticnate capacity in 1232, and then I
proceeded to point out that the Public Utilities Holding
Company Act changed that picture, causing =zoma of the
holding companies to divest themselves of some of their
properties.

My guess would be that with 39 percent of the
capacity of the investor-owned utilities, thare would be
somewhat more than that proportion of the output produccd
by those companies.

CHAIRMAN RIGLER: Mr, Kampmeier, I am cgoing
to have to caution you not to try to anticipate the question
and angwer a question when there is no question pencing.

THE WITNESS: I am sorry. All right.
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BY MR, REYNOLDS:

0 Do you kaovw what proporicion of tha total pover
generated by privately~-cwied system: ip the United States
at the prasent time i~  =nerated by the eight largest systems?

. No, I don't know that.

[ would you expsect that to be mora or lese than the
39 percent figurs that we just referrad to?

bR I would expect it might bno less,

(v} In your view, did *l. consclidation of electric
systems which took place bstwen World War I and the
great depression involve physical ceasoclidaticn of facilitiss?

- toc a2 ceasiderable dagrsa, yes. But ag I -~

| eax'wusa ne,
There iz a roference to that in mny testimoay.
The answer to guestion 18,

, -

[+ Was that an undesirable development, n-yCi

view?
A What? The physical consclidation?
Q Right,
A No, I think it was a desirable developm:nt.
0 Were there any -- strike ‘.that.
On page 8 you refer to tﬁe fact that municipzlicies

wvere unable to capitalize on the berafits of larger vmits

|| for various reasoms. That is in response to question 207

A Yas.

e Would vou explain zoma of thosze

——— . S s S . e S . A P Gl . 8 . T B . S o G s
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reascns to me, please?

A Well, soma of them are referred %o in the last
paragraph on that page. They were limited to their locai aroas.’
scmatimes by choice, but oftan by restrictionz on their lagal
rights to operate outside those areas or to join with others
in financing generating capacity.

The consclidaticn of services areas simply was nct
the logical course for systems owned by individual
municipalities, as compared to it being z lugical
course for investor-ownad systems.

Q Why do you say it was a lcgical course for
investor-owned systems and not for municipal esystens?

A Well, because two investor-cwned uvtllities

operating side by side could achieve econcmizs by |

coordination,and quita oftan they concludsd that tha prsfcr.:blef
way from their point of view to achieve the cocrdination‘was by !
merging. |

I don't know of many communities wh o have

chosan to merge.

And unless communities merged, it would be rather

difficult for their community-owned slectric ayztoms to

merge .
a Were not the 'municipalities in the aras concerned

by TYA ability to capitalize on the benefils of large::

.
-
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AYes. As an illustration, again, of a point I made
in wmy tastimony, I believe, on the bottom of page &,
the next to the last mentencad,

' Is that by virtue. of the fact that they vere
wvholesala customers of 'r"JA? '

A Right.
‘s Those municipal systems did not achiave econcmicu
of scale hy particinating in tho ownorship of TVA power
piantn, did they?

¢ . A That is correact.

Qe would TVA pe receptive tc the idea of municipalitie. .

the serving municipalities participating iz the ownership
of its power plants?

A I can't speak for what TVA would be rsceptive
to now, but when I was with TVA we were quits roceptive to‘

the idea, and we had rather axntensive discucasicas cof that

possibility.
0 Why was it that there was no participatien?
A Well, becausa that was cna of several altaraativas

being seriously conoidered, and it was concludad that the
altarnative that ought to be axplored or ouch% to dbe
pursued first was, as a first choice, was to sesk
Congressional authority ﬂ;: TVA to issus ravenua ponds, to
finance plants with its owne revenve bonds, and when that

choler wus made, that pretty well eliminated, at lcast

PP S—— INPI———
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for the time being, the feasibility of doing the other,
because when you stert selling bonds, you stairt making
covenants with your bondholders and so on, and th2 wheole
picture would have bacome rather more complicatzd, if both
alternztives had been pursuved at onca,

But the alternative of municipal ovnership of
powar facilities was lockaed at gquite hard, discusaed with
distribution systens' representatives, and had some very

real advantagez,

a Was one of the advantagus a means cf circuaventing

the financial limitaticns on TVA financing?

A No, I don’t know what you mean by circuavanting.
The course that was adopted of 2sking for authority to
issue revenue bonds, included a request for a subatantial
authorization in amount and . that was later increased a

couple of times,

There was ncthing to circumvent that I know of.

S —
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Q Do you kncw why Memphis leased its plants to
TVA rather than jointly owning that plant with TVA?
A I don't think it saw any occagion %o congider

joint ownership. I don't think that would have accomplished
anything particularly. I think the choice was between
Memphis continuing to generate power for itself from that
piant, or buying all of its pcwer from TVA.

If they were going to buy all ¢f their power
from TVA, it had to dispose of the plaints, eithor by sale or
by lease, and it was diszposad of by lease.

Q And that alternative gave it a lower cost of
power; is that correct?

A I assume so, although I wasn't thare at the time.
It was probably a pretty close choice. I thinkthe
consideration that is controlled may not have been purely
a matter of . comparative cost, it may also have been a
matter of city feeling that it would have less problens
to be having to deal with, less adninistrative problems,
They wouldn't have to face the question cach time of,
as the load grew, as to how much, if any, they would
provide of additional generation, how much they ocughi to
buy, and so on. To simplify the process.

Q On page 9 you state that there is still nuch
to be done in extending the benfits of coordination to

smaller systems.

.

é
a

]

}

|
|
|

|
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A Yes.

Q In your view, has everything beea done that

S —————

needs to be done to cxtend the benefita of coordinziion
to larger systems, say 500 megawatts and above?

A No, but I think a great deal movre has been
dene toward reaching the optimum results theve thaa in

the case of the smaller systemz. fThat is why I csoid "Par-

ticularly." :
{
Q You refer on page 2 to the benefits of coordinated

|
operation and coordinated planning and davelopment would
seem to be made apparent by the experiance of picunezcing

systen,

At what point in time did coordlnation of
planning and development begin to be a develorment of
some significance?

A Oh, I would say generally around 1550, mcre
or less.

Of course, this is the scrt of thing vou can':
pin a date on because it is a slowly evolving, gradually
developing proposition, and when you do say it hns now
become significant, I don't know.

Q Well, would it be fair to say that thisz stage of
developments of coordinated planning and interconnzction E

iz even now in a fairly early stage of evolution?

A Well, in lots of arcas it is. In soire arsas
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it 3 in a pretty advanced stage.
Q In your view, have tHe customers of larse
systems received any of the net benefits which may

have accrued from the coordinated cperation planning

- S . . S ——————— <t

and developments of new facilities?

A I hope they have achieved substantially all
of the benefits. That is the way the regulztory nrocess
is supposed to work, and I assume it does.

Q To the extent that coordinated developnent

and coordinated operation achieve lower costs, doeos

this tend to flow through to the utility‘s customers?

A Yes, it doesn't necessarily flow through ecvally
to all kinds of custcmers, unfortunmately, but it does
tend to flow through to the customers, right.

Q On page 9 of your testimony, Quastion 22

sets out a description of coordinated oparation taken froa
the prehearing conference order No. 2 in this preceeding. ;
On the top of page 10, you indicate that vou
agree with those descriptions.
A I indicate that I feel that the kinds of

activities that are involved are stated in thoze descrin- :
|
tions, right. I don't think that necessarily means that that!

§

comprehensive statenent of everything elsa that ic
involved in coordinated operations. i

Q In your view, are all of the large systeas in :
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the United States operating with the degree of coordination
described in the definitions? That definition that isg
set forth in Question 227

A No, I think probably not. Although it may
reasonably approach it in a great majority of the areas.

Q In your view, would the atta'mmenis of this high
degree of coordination be desirable for sysiams such as
the CAPCO members?

A Yes.

Q On page 10 of your direct testimony, ycu
indicate that there is no standard patteram for contractual

arrangements for coordinated operation and development?

A Yes.
Q What do you mean by standard pattexn?
A Well, if you pick up a half dozen agreements

at random, contractual arrangementa, that provida for
coordinated operation and development, and lay thzn down

side by side and compare them, at first blush, i% would

look as though they are almost written in differsnt languages.

There seens to be very little uniformity
about them.

When you dig more deeply, you find a number of
resemblances. You find that many ;oints are dealt with in
one way or another with fairly similar end resuliés. 3ut

thare is no standard pattern.

e e e

1

i

|
|
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Q Why ie it in your view that there is no standazd
pattern?
A Well, for at least a couple of reasons:

One is the fact that this ig still an evolving
process; and secondly, that human beings have their own
preferences about ways of doing things; and on the whole,
I think that is good rather than bad.,

The diversity that introduces I think helps to
reveal gradually what things work best and vhat things
work less well.

Q Would you agree that the differences in the
circumstances and physical characteristics of the
participating companies in each pcol may require different
pooling arrangeaments among different gr-ups.of
participants?

A Well, they could affect the optimum wav to
handle various eslements of pooling and coordination. I
don't think that that is nearly as big a factor in this
diversity as simply the creative initiatives cf various
people who have convinced themselves that they have a
better way of saylig something or doing something, and
sometimes they are right, sometimes they are wrong.

Q In your experience, Mr. Rampmeier, would you sav
that it generally takes a lengthy period of tinz to

work out the cocrdination arrangements in a multi-party

e e e A - . S At S A et St
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pool?

A Well, there are a lot of subjective questions

there,what one neans by lengthy and so on.
I think that if there is -~

Q Say a couple of years.

A Okay. I think a couple of years would cerhaps
be a typical length of time required where there is good
will, a cooperative approach, but several parties and
the need for considering the regulatory approvals that
would be required, and one thing and another, debating of
alternative ways of writing provisicns and so on.

If that wasn't responsive, perhaps you felt it

wasn't, I would be glad to elaborate; but I intended 1t to

be responsive.
Q From your experiance, Mr. Xampmeier, do the
participants in a coordination arrangement generally

compete with each other for bulk power eupplv or for csales

to wholesale or retail customars, uvr for serv.7e territory?

A I better put those pointc dowm.
Would you read that back to me, please?
(Whereupon, the reporter read the
pending guestion, as requested.)

THE WITNESS: Well, it is so nmch a case of

circumstances altering cases, I find it rather hard to

answer this.

T S S S . —
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To take it piece by pilece, competing for
bulk power supply, for axample, I know of nuabers of
instances whore they do; I know a number of instancas
where they don't.

In the case of sales to wholesale ~ustomers,
it depends a great deal on how the coordination arrangement
is set up.

The more nearly they approach a single whole=-
sale operation in themselves, in effect, the less lickly it
would be to have competition.

The further they are from that, the more likely
you are to have competition.

As far as salas at retail are concerned, I doan't
know that the fact that the systems are participa:ing
together in coordination arrangements has very much effect
one way or another on whether they compete at retail.

Where service territories are coacarncd,
again there is quite a varisty of practice.

In some areas, the states have encouraged
drawing service area lines; in some cases they have been
drawn without encouragement by the state and in other
cases they have not been drawn. There are no defined
service territories.

So I guees all I can say is that circumstances

alter cases, and it is pretty hard to generalize zbcut
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this,

Q Do you know whethar the REA encouraged the drawing

of serxvice territory lines?

CEAIRMAN RICLER: Amonyg whon?

MR. REYNOLDS: Imong the rural elsesciric
cooperatives. Wa2ll, and other utilitles.

THE WITNESSE: I haven't besnn as 2losz to that
question as weuld permit me to give a very authoritativa
answer. But I think I have sgcen enoush 4o know “hat
again the service trea lines have Dzen encouraged Ly &L
in some placec aad not in others,

BY MR, REYIIOLDS:

Q If I understood vou correctly, lir. Ranphoisyc,
I thought ycu indicautad that the degrza of coordinaiion
had no real effect on ra=taill compaztition.

Is that eorrect? Among ths participania ¢o
che arrangement?

A At the mcment any major efiect escapos no,

I may be overlooking something.

Q Why ia that?

A Well, I guass it is a case of miiiag anples
and cranges. We are dealing with two quesiions which are
more or less independent of one another, as I cae 1t.
Whether two systems that generate power shoulid coordinate

with one another i3 one cuestion; and almost certainly

ok
|

|
|

T U ———
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they find it desirable to do so.

Whether they are likely tc be competing with one
another at retail, I think iz a totally separute ¢quaztion,
I can't quite see that one has anything to Jdo wiih the
other.

Q All right. Thank you.

Mr. Karpmeier, are there some circumgtances
in which a amall system can participate in the beneiits
of sca’s economies and coordinated orecrations and planning
without being members of a pcol?

A Wernld you please read that?

(Whereupon, the reporter read the

pending question, as requested.)

THE WITNESS: Yes, presumably every systcu who
buys power at wholesale either for its full requiraiencs
or part of its requirements should receive sons bonefits
if its supplier is achieving some benefits from
coordinated operation.

If not, there is a failure of the regulaiory
process.

BY MR, REYNOLDS:

Q On page 1l of your testimony, you refer to a
diversity among loads between morning and evening pecaks
and summer and winter paaks.

A Right.

PSS EN———




10

i

i3

14

15

16

17

18

19

20

8

e

I ——

Q As a vossible benefit ol cocordinated coparation?

A Right.

Q Do you know what the divecresity is anong ihe
members of the CAPCC pool?

A 1 do know that the rgport or reports to :he
Federal Power Commissicon in *the Form 12¢ indicates vhat
Ohio Edison and Pennsylvania Power, to an erampls, Jiffer
in their seasonality of peaks.

Penneylvania Power has theirs in the winter,
and Ohio Ediscn has theirs in the swmuar, 8o that by
entering the pccl as a singla systen rather than 2 pair
ofsystems, they have taken advantace of the diversity
between those lcads.

I do know likewise that if you ware € encaud
your question to the smaller systemsg, therae would be oiher
examples that could be gquoted,

But sinca you didn't ask about that, I zhsuidni:
anticipate it.

Q I will ia just a ninsute.

MR. REYNCLDS: May I have the answer resd firss?

(Whereupon, the reportezr read from the

record, as requested.)

THE WITNESS: Let me add a litile to that, if I
nay.

In terms ol hourly Aiveraity, the repores zlso
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indicate that in 1973 Ohic Bdiscn had its peak during
the bou. ending at 1:00 p.m. on a certain date and
Duquesne Light during the hour ending at 2:0¢ p.m. zhat
day. .

Toledo Edison during the hour ending 2:00
p.m. the day before.

And Pennayivania Power during the hour ending
at 4:00 p.m. that day, with a matching peak hour ending at
3:00 p.m. on a different data, and Cleveland had its peak
ending at 3:00 p.m. on a different data.

So there was zome diversity in terms of hours
as well as the seasonal diversity I spoke of between Ohio
Edison and Pennsylvania Power.

Q Without knowing the magnitude of the paak at the
particular time on those days, you couldn't really
determine the value of the diversity, could you?

A Well, you can only determine part of the valua.
It is clear, for example, that the CEIX load pezked in
September, whercas probably the group as a whole is paking
August 28, it had at least 15 megawatts higher lead ia
September than at any time in August, and the date in
August they had the highest August load was not the date
on which the other systems were having their peak.

So the diversity was obviously 15 nmegavatts.

How much more. I don't know.
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Likewise, if you lock at the September peak,

when CEI and Pennsylvania Fowver were havine their pesak,

day than it was on the day of the August peak, which was not

the day on which the others had their August neak. .
So there is gignificant diversity. It is not

huge amounts, because thoy have already acliieved most of

the benefits of diversity by consolidatilons that have already

|
taken place within these systeus.

But they are 3till achieving scma additional
diversity through coordination throuch CAPZO.
Q Do you have any idea how much 15 megawatis iz
of the total CAPCO load? '
A Yes. It is about 15 hundredths of 1 percent.
Q Would you plan future capacity in order to take
advantage of that kind of diversity?
A I would plan further capacity on the baszis of
the records and the forecasts of the combined peak f
demands and not the sum of the individual peak demands.
And, therefore, if there was come diversity, I
would take advantage of it, yes. And the two exzamples I
cited of Toledo Ediscn and Chio Edison, in one case 15
megawatts, the other 25, and this 1s only twc of the five
systems, 8o there is 40 megawtts which in this day and

time is worth something like -- well, over $10 nillion
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2 All right,

A I think X alsc have iafcrmaition hera to indicaze
that between Oiilo Edigon and Pennsylvania Powzr, in tomms of
summer peaks, ignoring the still bigher winter peaksz, thare is
at least another 16 megawatts of divargity, and I think more
than that,

So it is beginning to add up in fairly sizaable
pieces.

Q Are you indicating that yoa would raly on that
diversity for planring capacity somo tan years in advance?

A Yes, i{ you will lat me proceed to qualify,

It is important to nots hera that cne is dealing with nroha-
bilities, as I am sure you know, vhen ycu are planniny vour
cpacity and your reserves.

You have to racognise that there is no csxtaiaty.in
any of the numbers., What the load is going to ba, what the
diverszity is going to be, what the capacity in actu:l Zact
will be of the units that you plan to insctall, what
their outage éxpcrionca will be, Quite a2 nuaber of ecther
things, so you have to ccmbine these various factors into
a projection of what azppears to be the most prrbgbla sots
of circumstances in terms of lcad and sc on, what the
probability is of your having M fficulty in carrying yocur load
with various combinaticns of departuraes from estimated loads,

outages and so on.

Pt i S <D S P I it S e e Sl e S
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In those projecticns, cne certainly ought zo take
account of diversity, if there is a pattern of anywhars
from half a percent to one percent diversity, just for
example, and I say there is at least that much among thess
systens in total, than that iz enough to try to take account
of.

That may represent from five to ten percant of your
total reserve capacity.

)ad that is not to be sneczed at. But counting

on it, relying on it, what do you mean? You can't rely

on anything in this business. J

e What is the margin of error that is typically
associated with load forecazting?

A For how much ahead?

Q Ten years,

A Ten years ahead? Oh, probably at least ten
peércent, probably mroe.

0 All right., Is it not a fact that TVA ==

A Excuse ne. Marginal pussible error, I don't
mean necessarily marginal probable error.

Q It it not a fact that TVA has a summer-winter
diversity arrangement with the middla south utilitics?

A That is corre-t.

Q Is it not also a fact that TVA is having sone

difficulty taking full advantage of that diversity?
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A You might explain what ycu mean by =~
Q Taking full advantage of that diversity ia the

amounts that were originally proposad?

A I am %11l not sure --
[+ Because of changss in the peak?
A I am still nect sure what you zmean, but let me

assume what you mean and maybe it will clear it up.

I understand thut TVA is exercising an cption
in {its contracts to scale down a few years henca the 2uount
ofthe seasonal exchange. I assuxe this mesuns as they look
ahead, they don't ses that it will be worthwhile ¢to hava
quite as much seascnal exchange as they have now, Whathar
that is responsive to your qus.ition, I don't know,

Q All right. Would that reduction in diversity
be the result of a growing swummer load? ‘

A Well, I assume that the growing summer loed
is ceartainly an element in the picture., I am not sura
the summer load has besen growing any faster than «hs wintar
loead.

I think there are various things that ccme into
the picturs. I think one of them is that there is 2 greater
need for allowing for outage of equipment than was assuned
would be necessary at the time the arrangemenzs wers get up,
and TVA would rather, if i: has to schedule some of thuze

outages, not just in the sprirg and fall, but in the sumer-

- O SS A—
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winter territory, would rather schedule it in the summsr,
when its own loads are scmewhat lower than in the wirter.

This would mean it wouid not have quite as much
capacity available to sell to scmebody else in tha suwmer.
Qe On page 15 of your testimony, you rofar £o a

high debt ratio generating companies like CVEC,

A Yes, sir.
e What do you mean by high debt ratio gsnerating
capacity.

CHAIRMAN RIGLER: We will peuse oa that gueaticn and |

take a short recess.

(Rec 'ss.)

—— — - —————
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BY MR, REYNOLDS:

Qo Mr, Kampmeier, I beliave just baforc the breal
I had asked you what you mean by high debt ratio generating
companies like OVEC, which you have raferrsed o in yousr
diract taitimony on paga 15,

A fbﬁ want ms to tell you what I Lad in nial uy
that reference.

Q Yes, pleass.

o I will be glad to. There are no compelling
reasons that I am aware of why the reductions ia power costs
that were achieved by using the high dobt ratic approach
in the OVEC case for servics to tha Atamic anergy Comnmigsicn
could not be used to supply power, vhy the sama approach
could not be usaed to supply powar at wholesale to elactrie
utilities.

To ba more specific, I suppose that the personc who

are trying their hand at specifying the conditions foy the

i licensing of nuclear planta in its CAPCO group wera tc geaek

the kind of arrangemsnts that would bring the power ccats
d&h@. as far as pessibls to the consumers, I think they
might very well want to exploresthe possiblilicy of seying,
suppose these nuclear plants and othar jointly-planned plants
in the CAPCO group were set up as a wholesaling operaticn,
gensrating transmission system, which would szeil nover at

wholesale to CEI, . Tolado Edison and so on, w.d o snaller

- A ———————
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systems in the area, thie could rather substantially reducz
the costs of power, because a generating system of that type
has no difficulty in selling bonds to finance a powar supply

for which it has firm contracts with agtablished dlscrilbutors.

—
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Therefore, that power could be made avzilable
at a very significant raduction in cost by using the
OVEC high debt ratlio approach to the firancing of a
generating company.

Q Do you know that OVEC needad specilal paruission
from the SEC in oxder to engages in the hich debt ratio
financing?

A I think it at lecast conferrad with SEC; wihethor
it needed special permigsion, I don't recall very wall
now. That has besn a long tima ago.

Q Do you xnow whether the SEC impossd a linltation
on the debt ratio?

A SEC tends to favor a limit on debit ratio

for the typical vertically-integrated utilitv.

companies being established, and granted this has been done
more generally by other than investor-owred utllities,. in
which the generating ccampany has been finanzed vith very
high debt ratio.
The same sort of precedent exists in the

gas transmission business, for arample.

Q Do you know of any exarple of high dcbt
ratio financing with respect to genarating companies in
the electrical power industry?

A Yes. The Washington Public Power Syctom, the

i

However, there are nunercus ex2mples 0f ganeratinc
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Nebraska Public Power District, and there are others. I
would have to search my recollectisn to be ahle o
identify them. There are some othars.
Q Are those private investor-ovmed ontitice?
A No, not thoge cases I cited. As I gaid
jsut before, granted that most of thege are not cascs whara
investor-owned utilities, they tended to fight rhy of
this approach.
But I don't think that means that thay coulda't
do it if they chose to, and in this day of some
difficulty in selling utility securities and come concern
for the possible dilutive effects on common stoclk
holdings, I think there would be more than normal reascn Lo
give this sort of an approach a gcod, hard look.
Q My point was basically -- I don't mean to cut
you off.
Let me ask you a question, and then if you wani
to expound on it in response, you can do it.
Wasn't one of the purposes of the 7clding Company
Act to reduce excessive leverage through high debt
ratio financing?
A I don't recall that it was. It may have been.
I can't say.
Q it the present time with the difficulty of

providing adequate interast coverage, can the private
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utilities get high debt ratios?

A This is one of the reasons for
this sort of approach, becauce one way of
problem is to transfer soae of tae burden

generating transmission company, in which

conciderinrg

easing that

interest coverage of the company buying from that

generating and transmiscion company and reselling tha powe:r

would be improved.
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In other words, if there were a CAPCO genarating
transmission asscciation that sold powar at wholesele to %the
five CAPCO companies and cther systems in the araa, at
a uniform wholesals rate, this not only would regclva
questions of how the small systems could be assured of aqual
treatment in a simple way, but it would mean that the
five CAPCO companies would find their problem of showing
good interest coverage not only ncw but for scm2 years to
come, greatly relieved.

They would face a prospect of a very simpls,
relatively very sumple financing problems comparad to most
electric systems.

Q Are you suggesting that CAPCO be rectructurasd
into a holding ccmpany?

A No, if you want to explore further what posszible
advaﬂtaqos or disadvantages of that might be, I world
be glad to., I was simply responding to your questicun of
what you mean whan vou say coordinated developmesats con
achieve further savinge by fec.litating the best use of
cartain things.

I think that the genarating cocampany, for exampiz,
contamplated in New York State, could vary wall have

some of the samarks of what I am talking about,
But I am not familiar enough with the details of

it to be sure how it will work.
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I think other illustraticons involving investoz-
ownad utilities to at least scme dagree probably could La
found,

Qe Let me asik you thie, Mr. Rampmeler,

Is it not true that the hicgh dabt ratio for finonc~!

ing of the CVEC system was made posgible caly because OVEC
wvas designed to sarve a single customer, that is the
Atomic Energy Commission, 2o that the financing was backed

up by a government contract, plus an agreament by tha ov=C

-t

participants to purchasec amy surplus power which the governmen:: |

would not take?
A Ncw,'.t.he latter, I *hink, is the Lev,
I think if the corpeonies having a high dobt

ratio for financing gonerstiny transaissioa CoRpanien agrea

to buy the putput, and thereby cover the coses, then ¢his euid |

make it quite possible to do the f{inancing,

it I sse no wores reason why this ie¢ desiresble for
service to the Atomic Energy Cosmision than for sarvics ic
anybody alse,

A The reason it was done in the case of ¢hz A=omie

| Bnergy Comnission was that OVEL was aeskinj to show taaz ix

could bring the cost of powsSr down mMOYa Or 1esS €0 Cha lovel
that TVA was using in its pricing to the Atzcmic Enezgy
Commizsion. If the CAPCO companies, for example, wars zoc take
this approach, they might find themsalwse being able wo

o D ——
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supply power tc the CAPCC companies and others at ta:ms
that would lock pretty good compared to the terms in which
TVA sells power wholesale to distribution systams ir the
Tennassee Valley.

The same sort of comparison might be daveloped,
might be pursued. I am not provosing that these
sort of financing techniques ar2 necessarily approoriste
in any and all circumstances, I am just saying thare is
roon for some creative thinking and some picavering

effort, just as were applied in the OVEC CASE.

Q What is your experieance with respect to utilisy
financing?

A You mean how much have I been invelved in {t?

Q Yes, sir,

A Well, at the time that TVA first began thiaking

about issuing revenue boads, one of my jobs was to exglroe
2ltarnatives and associated problems and so o .

And I gpent @ falr amount of time ower a pericd
of several years conferring with various agencies that
were sslling revenue bonds, with the various undervriters

of capital, with the bond-rating agencies and so en.

¢ I helped to develop tha bong covanants, bond

resolutions that TVA adopted In fact, I think 1 had more to

do with them than any other one indiwvidual, and thev worked

out pretty successfully,
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I provided medest consulting advice cn finmncing
to several other systens gince, but I hava nct made that a

maior phase of my consulting work.

A__]; -
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1 Q Have you ever been involved in any Mind ol
arl

ne

private financing? Cr has it all beun government ayency?

3 A I would say substantially all governiment agency. |

5N

By government, ameaning gevernment at various levels, of

] course. Public utility districts, municipalities, and

G 8c0 on, and rural cooperatives, also.

7 Q In your view, at the present time, Can any

8 electric utility expect to finance its system with 95

3 percent debt, as was done in the case of OVEC?Y

10 A A generating transmission gysten with contracts
11 guar inteeing the ccverage of all costs, I have no dcubt

i2 coull be financed on a 95 percent del . ratic basis.

13 Maybe I shouldn't say I have nu “nutrt, but I

woild be willing to place a goed bet on the cdds.

15 | Q Would you expect that the wholesale curtomers
15 in that situation would commit to purchase their power
only from the generaticn and transmissicn of the new
generating facility you are proposing?

i
]
" h A No, I think they would prcobably not. But I think

20 F they would guarantee to take and/or pay for power Irom
1
2‘;i that company on such a basis that the company would ke

|
" assursd cf the revenues required to cover all of its costis,

23 | just as was done in the OVEC case.
i
24 | In the OVEC case, the participatinc

i

|

f utilities agreed to take surplus power from it, but
‘ v
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! they made no commitments to get all of their pewer “rom
2 {l it, and tkhere is no reazon vhv thev should.
3;; Q Do you kxnow of anv ccapany at the presen: time
4i other than OVEC that is bein Ilinanced with 33 percunt
5 debt?
é A Electric Znergy, Inc., I think substéhﬁially is
7 the same percentage, although my recollection mzy be wrong,
8 but I think that is correct. That was another caapany
9 | involving investor-owned rather than a publicly-ownod
: 1c system,
I Q Was tha Electric EZnergy, Inc.,the refevence that
12 | you just made, was that vrelative to tha supply of the
,3; Paducah Caseous Diffusicon Plante ©f the Atomic Energy
;;? Commission?
,5% A Right.
;3?‘ Q It was therafcre similar to OVIC; is *that cerrsct
li
;75 A Rather similar. If my mamcry is not plaving
fié any tricks on nmne, it antedated TVEC, and OVEC Luilt on
Eil the Electric Energy, Inc. experience, and perhans zefined
203‘ the process scmewhat,
233 Q 1t had a single customer?
22 } A Yes.
23 d Well, a single major custcmer. Acain the

participating utilities agresing also to be customova

i for power that the Atomic Energy Commission aldn‘t bay.
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Q And a govermment contract?

A A government contract for the Atonle Eneroy
Commigaion p:.rtion, richt.

Q Ané the participa-‘g agreed to buy anvthing
that was not taken by the Atomic Znergy Commission; is
that correct?

2 I believe so. hnd I think that obligation,
that commitment to pay for the costs {3 an essential part
to make something like this wvork.

Q By that, do ycu mean that that factor was

necessary to assure the financial feasibility of the

project?
A Right.
Q Pid any small municipalities or cooperatives

participate in the Electric Energy, Inc. project?

A No, I don't think any of them were offered

that opportunity.

Q Could they have participated?

A Could they have?

Q Right.

A Well, whether they could have or not, would

depend upon the legal restrictions on them involving
themselves in projects for sarving other than their own
municipal needs, and this is a restriction for many

municipal systems that has been a real millstone arouvnd their |
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neck in trying to get the benefits of econocny of azcale.

I wouléd think that today ¢there arz nmunicinalities

who coulé participate in such a project.

Q But as I understand it, you 2estificd thare were
not at that time any?

A There were not any that did. Whether thaey
could, I don't know.

Q I see.

Was any of the power that was scld by

Electric Energy, Inc. sold to cooperatives or municipualities

or cother small systems?

A Not directly. I suppose indirescely.
Q What do you msan indirectly?
* Well, inscfar as the Unicn Electric Courany,

Kentucky Utilities and others, seclling the power to such
systems, some of the power they scld probably came from

the power they got from Electric Encrgy, Inc.

i
!
i
!

Q Would the same be true with respect to the partici;

pants in OVEC?
A 1 should think so.

CHAIRMAN RIGLER: Can you tell me vhere wa zre
geing with this particular line? We have been on OVECS
now for about 40 minutes, and other than the fact that
the witness referred to high debt ratio generating

companies in his answer, I am having a great deal of
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difficulty reiating this back tec any issue in controversy.

MR. REYNOLDS: Well, I am explorizg it with chis
witness, one, because he doez ¢eal with itz in hia dirascs;
and two, because the Pepartment of Justice has, throuvgh the
expert testimony of its other witness, Dr. %Waln, accused
the participants of OVEC of attempcing to monopelize,
and it seems to me that in view cf that we can asx of this
witness the questions that we have been 2addressing to hinm
regarding the participation in OVEC, the financing, and the
nature of the arrangement,

It does bear directly on testimony that is sot
forth in the direct testimony of Dr. Wein, wro is coming on
in the next weak or &0,

CHAIRMAN RIGLER: All right,

MR. REYNOLDS: I don't think there is toc much
dore of this line, but it seems to me it is relsvant
for those two reasons.

BY MR. REYNOLDS:

Q Did TVA participate along with Electrie
Energy, Inc. in the supply of power to the Paducah Tians?

A TVA supplied a certain part of the power and
Electric Energy supplied a certain part of the power,
ves, if that is what you mean by along with.

Q Would you characterize the Electric Energy,

Inc. and TVA arrangement to serve the Atomic Energy
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Commizsion Plant at Paducah &3 an cifor: to monopelize

the bulk power supply in tha ragion?

A An effort by whom?

Q By either TVA or Blactric Ene:gy, Inc., or
the AEC?

A Well, let me take it pieca by picce.

As far as TVA wag concernai, perhags somagshat
the contrary. TVA was encouraging the ‘Rtomlc Lnergy
Commission tc find sone other suppliers of powar for its
gaseous diffusion plante, bacauvge TVA hed foue cues:tion «f
how many eggs it wanted 1n that baskzst. It scnewhat
reluctantly agreed ©o supply halfl of tha raequiraements
of Paducan, but it would have been quite willing to heve
someone else supply all of the reguircments of Paducah.

As far as Electric EFnergv is concarned, ©
thank that -- well, one has to speculate co some degrea,
and please recognize I am doinc come speculating -- that
the companies involved in that enterprise felt that any
comparison indicating that TVA was supplying powar so
Paducah on terms substancially moze favorable <o the
government than they were able to do might wazken thair
position to the extent it was a moncpoly positicn in that
area.

I think they ware trying <o

strengthen that position. I think the foc: that they did
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not either suggest participating by any of tha snall
systems, or follow that project up with apy arrangencnts
for using the same approach to providing low cosi sources
of pcwer for other loads, tends to bear out that apecula-
tion.

Q So as I understand it, you just =eatified thaat

you are speculating that they were attempting to roropelize,

is that correct?

A I thirk that was a factor in their thinking, yves.
Q Ir what regicn or aree?
A In the areas that were served by the companies

participating in the Electric Enargy, Inc. nroieci..
C U0 you know which companies vere participztiing
in Electric Eneray, Inec.?
A I know that Union Electric Cempany was one of
the largest participants,
Kentucky Utilitiee was a participant.
I think Central Illinois Public Service
Company, I believe was a participant, although I would vant
to double-check that.
At the moment I don’t know that I recall who the
others were.
There were some who considered participating
who then chose not to, and vice versa.

I don't remember, for example, whather any of the
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1 Middle South Utilities group finzlily anded up in tha
2 picture or out of it.
3 I think they ended up in, but I would prufar
4 to not speak pesitcively on that point,
5 Q Do you recall wiether Illinois Powar Campany was
é in?
7 A I believe they were., Considerinz this ig the firse
3 time I have had occasion to think zkoue that in soue- f
{
9 where arcund 25 years, I suppose, cor close &n it, 1
10 guess I don't have too bad a batting average. :
i
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Q On page 16 you rscer to zhe benzilt of cocrdinatios

and include the consideration that economies can bu zcnleved
without sacrificing the various al2amsnts of compecicion.
Do you sae that?
A This is in answar o which guestioan?
oh, down at the botion of tha paga; rxijht,
Q Right.
A Yes, right, okay.
I am not sure I put 4t guite thak way, bdul

maybe I can accept that parzphrazing.

¢ What I was going to ack you is if you would deascrikte

for me the elemants of competition to which veu have

reference? 7

A well, all eluments of compatition Latween diverse
types of electric systemns, however limited, or howsver
extensive that competition is.

It varies all over the lot from case ¢~ casa
and region tc region. That ig the kirnd cf caompsticlion
I am talking about,

There is competition, cumpetition by exnsxple,
direct competition, and serving soma tvpas of cuntomor:,
in other cases, sarving other types of custaomors, beltween

investor~owned utili<ies. consumer-owned utilities, munici-

pally-owned utilities and so cn, and this is a asituatica which

is not found in, I can almost say without a2xcepticn, iz not

——— S e -
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! found anywhere else in the world., And I think it is
2 || very valuable and has been very important in the United
3 || states. And I believe that is worth preserving.
4 That ie what I am trying to say.
5 % What do you mean by diverse types of cwnership?
E A Different types.
7 Q Such as?
8 A Investor-owned utilities, consumer-owned utilities,
9 || municipally -owned utilities, stzte~owned utilities, public
10 || utility district-owned utilities.
i [+ And the oo-potition is between the utilities of
12 || the the different types, rather t&n betwsen the utilities
12 || of the same types?
14 A the competit;oq is presvmably eamong all of them,
15 || but what we are talking about in answer to this question,
16 || is that coo.dination can help to preserve diversity of
i7 || ownership, as well as some other things, as well as achieving
18 || efficiencies and so on,and that this diversity of cwnership
19 || in itself helps to provide an elsment of competition which
20 || otherwise 1s not present to the saxe dagres,

ES26 21
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Q Competition, are you talking about in “hat
context specificaliy?

A I thought I answered that once. Could you
read back the answer, about four questions back, aboue the
kind of competition I was taiking about?

MR. CIHARNO: I would object to the guestion
as asked and answered. Wa have tracked through one
complete cycle now. Rather than start over, I will put in
an cbhjection,

CHAIRMAN RIGLER: Sustained.

MR, REYNOLDS: Could I have the answer about
four answers back, piease?

{Whereupon, the reporter reaé fream the record,
as requested.)

MR. REYNOLDS: Mr. Chalrman, that was my
recollection of the response, tco, and I had asked tho
witness about specifically what he had in mird when he
was talking about elements of competition.

I don't believe we have gotten a response as
to that. All we have gotten so far is +hat competition
means competitiocn.

I would like to, if I could, purgue & little
further with him exactly what he means with respect to the
elemenits of ccmpetition that he refers to in hisz direct

tastimony.

5824
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MR. CHARNC: If I could not, he refers to an
otherwise missing or lacking element, singular, of
competition, and that is the element he just descrited in
the answer to that question.

I think it is responsive, and I think it was an
answer to the question asked.

CHAIRMAN RIGLER: Was that your answer to the
question of what you meant by an elenent of compatition?

THE WITNESS: I think it comes as close ag I
can come to answering that, yes.

BY MR. REYNOLDS:

Q Let me ask you this question, Mr. Kampneier:

Is it your view that participants in a ecordina-
tion arrangement will continue to compete with each othaer?
A Well, I would hope so. I see no reason why

they shouldn't.
Q All right.

Would they continue to compete for spacific
customers?

A Again I see no reason why they would compete

any more or any less than before. Most of them don't compete

very much now, so I don't know whether they are going to
compete much more, but I would hope they wouldn't compate
any less.

Q Do you believe it would be desirous and in the
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public interest for two power cuppliers to plan to meat
the same load?

A No, I didn't quite say that. I think it would
be desirable --

CHAIRMAN RICGZLER: All right, if that is veour
answer, let's try to keep them confined tec th2 guestion.

THE WITNESS: All right.

BY MR. REYNOLDS:

Q What do you nean by coxpetition for cuatomers
if it doesn't mean two power suppliers planning to get the
same load?

A Well, it depende on what you mean by planning.
Normally I understand planning to mean spending mcnev to
take the initial steps toward investment, and so on.

That is not likely to magerialize becausa
presumably before you reach that point; vou find out which
one is going to serve the customeé.

But a customer is entitled ©o ask more than one
supplier the terms on which he can buy power, what the
available rates are, and whether there is any restrictions
on availability and so on, and he is entitled %o get a
straight answer from both and make his own cihoice.

If that leads to cne being selected over the
other, and that one doing the planning, that is the way it

ought to be, I think.
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L Q Once you get thecustomer, in your view, how long ;
B should a power supplier be able to hold on to that customer?é
. 3 A He ought to have soma protecticon for the fact
. 4| that he has made in many cases a szizeable capital invest-
B ment which ought not to simply go down the drain, and ‘
6 therefore Ithink if -- it Jdapends, of course, on the E
7 investment size -~ but for a good-sized investment for a é
8 good-sized customer, I think 2 minimum contract term of E
9 say five years or so would be not only reasonable, but ;
10 pretty :tandard practice. i
1 Q How long does it take to build a nuclear |
12 power plant generally, typically? %
13' A I am not sure what is typical any more. It %
14 appears as though these days it is taking in most cases §
15 eight to 10 years from the concept to completion. I don't ;
19 | know that that is necessarily indicative of what will b= i
17 4 true tomorrow, because there is a good deal work being done é
t. |  towards standardizing designs, recognizing the problem i
;;[’ of delays in approvals and trying to streamline things 2
2¢ ? and so on, i
21 Q In terms of courdinated planning for a nuclear
22 ; power plant, would you be of the view that the power
23 | supplier should be able to plan for its existing
24 Customers for at least theericd of time that it takes to
25 construct the power plant? g
|
| |




ars

. 27

10

1

13

14

15

16

17

23

25

" o — .

5828

A No, T necessarily.

Q Do you have any familiarity with the raquirement
to demonstrate the necd for povwer la ar enviroinmental
proceeding befora the NRC?

A Some. But perhape we can gave tims if I go
back to the preceding guastion.

Most of the custcmers the utility serves are
residential customers. Thersz is no assurance ctha® any one
of those customers is going ©o be here next week, and I
don't think there needs to ba. That was part of what I had
in mind in my answer.

Q Would you percaive a difference between
residential custowers which you just described, that tend
to move in and ocut, and a single customer of a large 1lcad,
cay 10,000 kilowatts?

A Certainly. That is why I said that typically
you might ask for a minimum term of at least five years.
And 'most utilities have a sliding scale on that, the bigger
the load the longer the term for which they ask for a
contract,

Scmetimes this is specified in the rate
schedules. I am not sure if that is true in the ones shown

here. I will be glad to look for examples if vou want to
take the time.

e — —— = ———— ———. i
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Q Mr, Kampmeier, let ma dust in order to make i: clea:x
that I understand what you are saying, ask you whether in
your view coordination among a large numbcr of systems
would or would not be likely to sliminate whatever small
degree of wholesale competition might other wiae have
existed among those systems?
A Would you repeat the question, pleass?
(The reporter read the pending question,)
THE WITNESS: I would think it should ncot be likaly
to eliminate it,
A I say should. I am not saying it would, I
am saying should,
BY MR. REYNOLDS:
e Mr, Rampmeier, if a small municipal systzm
owns a very small portion, let'a say five percent, of a
large power plant, let's assume 1000 meqawatts, which
plant was constructed by a private owner, could you tell
me what contribution that small syst - will have made to
achieving the economies in the power plant construction?
A Yes, I will try. It depends a littls bit
on how narrowly you interpret the words "power construction.®
If the same plant would be built at the sama time
in any case, in eithar case, then in temrs of construction
cost, I wouldn't expect any saving. But in terms of capital

cost overall, generally, I think there would be savings,
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first, bacause it doasn't necessarily follow that tlo eane

B4

"plant would be built, A five parcent difference in plan.

size has baen known to mzke a diffarence in the actual
size of the plant built,

This is tending to be lase trus 22 sizes tend
to become standardized, ey

But it ig quite possible that it would have the
effect of moviug a doclsion from cne size plant to 2 larger-
sized plant, which might be larger by more than five percent.

The tima of construction night very well ba
affected. And certainly the rapidity with which the plant
would be loaded would be accalerated, if you had acdditicnal
load to be served,

So I hope that gives you a reesonably clear
answer.,

0 If it ie a base load plant, how would the loadiing
of the plant bo accelerated?

A Well, the basa load of a system cen accomnodate
only a certain amount of capacity, and that La the off-peal
lcad of the system is cnly some percentage, 30 percont eor what-
ever, of the peak load.

And without another pieca of load five percent
greatar, that is a leaser amount thun it would bs if you had
another five percont of load. When you had a new base load
plant, you almost invariably ars increasing, at least

temporarily, your base load capacity dbavend the amount of your
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ninimun off-peak load.
And to the extent Zhat you got five percent more
of that capacity.

Now, in due course that base load plont is going to be
loaded up and then you besgin thinking about bringing anothar
one on.

But this comes nscecsarily in staps, because
you have capacity in steps, tha load grows in steps,
and, therefore, you get a differantial taers #iich neani
that the added load hag a baneficlal impact un the ability
to load plant additions all of the way along from month
to month and year to year. '

Qo If the five percent participant wera a wholesale
customer of the private {nterprise, hwo would that affect the !
load capacity?

~ It might not affoct it, but I don't Lidak this
would entitle anycne to say thet a municipality who was
buying at wholesale shouldn't have the same rates and
privileges with respect to deciding to go into the g=nerating
business and buying a piece of capacity than somacne who
is alread in the generating businass.

MR, REYNOLDS: May I have that answer back, plesasze?
(The reporter read the reccrd as requestad.
MR. REYNCLDS: I will omove to strike the last

part of that answer &3 noarssponsive.
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CHAIRMAN RICLER: Granted,

BY MR. REYNOLDS:

[+ In your view, if a municipality sarved by TVA wers
to own a portion of the TVA generating capscity, wonld
that contribute to the benefits of thas ccmoetition, and
prevent concentration of economic power?

A I suppese it might,

Qo How would that ba tha case?

A It is a little hard to try tc answer that

questions without parhzps being wnfalr to pecple involved in
the electric businesc of the Tennesazea Valloy.
I suppoze one way of trying to answer it is
that I think when I was in the poaicicn of haolging Lo
plan the cxpanl.l'oa‘of. cur systau. that I recagnized that I
had a .clrta:l.n amount of eccnomic powsr, and econcmic
" power can be asbuced, and I miqh; fxava abused it on occasion.
And I would be faced with the fact ¢hat I couldn't
control what my customers might chooss to éo, they wera
7, @ to make thair own chnicas and follow their cua

oA S
I “4udgments, that would have a sobering affaect on wo.
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arl ! If that is not respoOnsive, I am scrry. E
2 I think it is the best I can do.
3 BY MR. REYNOLDS:
4 Q What exactly is the contribution to the :
S benefits of competition that would razult by a f
6 municipality owning a portion of TVA'a generating capacity? i
7 A Well, there are all sorts of faceis of competitio%.
8 The partial ownership of a generating plant by others E
9 would have introduced greater corsideration of alternatives ;
10 to force construction, greater consideration of perhaps :
T alternative suppliers of equipment, greatsr considaration g
12 of alternative wayes of financing, pessibilitiss cof i
i3 introducing some firancing tha® would have bzen axampt |
14 from income taxes, which ours was not. é
15 All of these things have some impact of a sort |
16 of competitive nature, and I haven't tried to think through |
17 | what all of the answers would be to that sort of a ;
= I question. i
(e It is a very hypothetical questien and I i
20 i haven't had any occasion to think about what hypothetical !
21i answers would have been 15 yeara ago, let alone tcday, ‘
22 | Q It is hypothetical because TVA never did offer
23 them a participation in any of the units, isn't that right?
by A As I said earlier, we discussad that alternative !
26 at one stage with the distributors, and if they had shown %
!
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more interest than they did, I think it wonld have been
pursued further than it was.

Yes, I think In efiect we offared thenm the
possibility.

Q Would the coa: of power from a particular pewer
plant in which a customer cwned a portion or had an
ownership interecst that was built by TVA have heea anv
different than it would without the participation by the
municipal?

A I %hink the intcerest costs would have bzen

reduced. I am not sure but what that would have »aon offsat

by increased administrative costs and so on, or not.
Q WLy weuld the interest c¢osi be rodaced?
A Because the municipality could sail boands
whose interest would not be subject to fedaral income tax.
Q So that the lowecr interest cost would ba due %2
the tax subsidy; is that correct?
& Tax exemption, vight.
Q What is the nature of the competition that
you visualize would be created by that sitvation?
CHAIRMARN RIGLER: What situation?
MR. REYNOLDS: The sgituation of pa'ticipatién
in ownership by the municipalitv in a VA unit.
THE WITNESS: I tried once before to ancwer what

I thought was that question.

N —— .
- s 4 co———
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CHAIRMAN RIGLER: I thought mo, Lco, Mr.
Kampmeier. I am a little lost right now on this whole
line. Try to pull it together, please.
BY MR. REYNOLDS:

Q As I understand your testimoay, Mr, Yampneior,
you have indicated that if theres had bean participation
by the municipality, that that would have contritutsd o
the benefits of competition in thz VA situation?

A I didn't say it would. You asked -- I den't
remenber how you asked the quection, but I am quite sure
my answer was in terms it might have. I didn't sav it
would have.

Q And I believe you said that the coat

of power from the plant in the event of participation

would neahahly ba less becausa of the reducation in

interest costs due to the tax exemption of the menideiodlity;
is that correct?

A I said that the effect of tax exemption would
reduce the interest cousts, and I didn’t know whether
thatwould be offset by other costs or not.

I also did not necessarily mean to implv that
any added competitive benefits necassarily were limited
to any that might arise from a reduction in zhe cout of
power.

I think there might be other ways ir which

SR ———
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you could get competitive benefits,

Q Yhat I am trying o £ind cut is what thosa
other ways of getting competitivo benefice ave that you
have in mind.

A I den't have them in 2ind, but I am glad co
try to think of some for ycu, since that is what you want
me to do, apparently.

Q If you don’t have tueam in mind, that is fine.
I thcught by your pricr testimony you did.

Tell me this:
What are the aduinigtrative ceats that ycu
have in mind that cffoet the reduction in thoe interes:s

costs?

A Well, I don't koow if they would offset the recduc

tion in the interest costs. I said they might.

Well, there are soae sonewhat legs gimple
administrative arrungements, where you have joint oumer-
ship, the contracts hetweza TVA and the distributors
involved would have had to have bean renegotiated, and
that inevitably involves some administrative costa.

These are the sorts of things I am talling
about.

Q Let ne see if we can nail it down this much:

Is the area whera thess othar benefits of

competition exist between the wholasals customer of TVA

L S T S
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A Would@ you read tha%, pleas=a?

{(Whercupon, the reporter read the

pending question, as requestad.)

MR, CHARNC: I will object to that question
unless Mr. Reynolds is indeed asking the wiinecs ¢o
Speculate upon scme areas of benefiics.

He instructed him not to before when the
witness offered to., If he is opening it back up, that ic

fine.

If he is not opening it up, then I okjcect o
the question.

I am just trying to get an understanding as to
what it is the witness has testified to when he says
that there are other benefits of competition.

As I understand it, he has some difficulty
defining what those other benefits are.

I am trying now to at least see if we can
determine where those other benefits would arise, at
what level of competition he is talking about,

I mean he obviously had scmething in mind which
at the moment he is unable to articulata.

CHAIRMAN RIGLER: I am not sure tha problem of
inarticulation lies with the witness here, Mr., Reynolds,

It may lie with the interrogator in this case, boecouse I

5837



am rhaving trouble witch the line, too.

3

You cpensd the door Ly askiag him a =ypothovical

e

to which he responrnded it micht. Yeu twanslated that into
would.

3 aCNe

You explorad that with him., Ha sugses

L

benefits. Apprently you either Aidn't grags thes:
banefits or you disagireed with them, 2nd we weont dasi: to it
Then ycu closeld tho door, as itr, Charns pointed
out, and now you are reocrvening it,
I an going to let you preecsad, Lut we Xzve just
about come to the end of this line. W2 are goiny avsurnd
in a big circle at this point, 2ud I don't think the
difficulty is with the witneccs,

MR. REYNOILDS: 21l wight., I 2ill 2ccent that.

po

I an doing the best I can, Mr, Chairn.n, and I an sorry
I am having trouble articzulating it.

I am trying to communicate, If I am hiviag
trouble, and that is the cause, I apolegiza,

It may well be that over tie evening XY cen
restructure the arsa and come in with scne other questions.

CHAIRMAN RYCLZR: I want it undorsteod the Board
is not trying to fcreclose ycu £ren any legitimata araa
of inquiry. But when we are going a2rournd in a muddled
circle, I want to brealk the circle and move ahead.

If you would lirxe to rephraze the pending

o
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question, go ahead.

BY MR. REYNCLDS:

Q ln cornection with the cther benefite of
competition that might reeult from a municipalidcy
participating in the ownership of a portion of a plant
of ™A, did you have in mind benefits of competiticn at the
wholesale level between the wholesale customers of TVA
and TVA itself?

A Well, I .11l first try to answer that guaestion
as directly as possible and then to try o throw a little
more light on this whole thing.

Any time that you put somebody into the whola-
sale businese to any degrae whc is not in the wholesale
business, which you do when he obtains partial cwnership of
the generating stations, then you, I would think, ozen up
possibilities of competition that didn't exist bafore,

Now the more general comment I would make is
I guess part of my difficulty in trying to respond o your
questions is that I am assnming that your questions are
all directed to the basic statement that I have mada in
ny direct testimony and there I was talking about the
value of not sacrificing diversity of tvmes of owaarship,
and this was geared to the proposition that if gmall
systems can't obtain the benefit of coordination, thoy

are likely to have power costs thatmake it impossiosle
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for them to remain competitive and they disappear.
and then you loct diversity.

I don't think, in all of your questiions alout
TVA, the TVA area, we are talking ablout losing diversity
of owner 'his.

I don’t think we have to be concarned that the
municipal system is going to disappear, if they can'c
buy a piece of the generating stationa.

Therefore, I have great difficulty in tryving to
be responsive to questions that scenm to me to have F
nothing to do with what I was talking abou®,

Q In fact, diversity of ovmerchip iz non-
existent in the TVA gituation, isn't that corzaci?

A No, there is diversity of ownership, in that
there are municipal sys 3, there are cooperative
systens, there are county-owned systems. I beliove therae
is one privately-owned system, all distributing ™A pover,
and there is a federal systen that is in the wholezzle
business, and none of these are in danger of disappoariag
because their power costes are being forced cut of line wich
others in the area which is what I was talkiag about.

Q If a syestem is too small to fully utilisz
the economies of sale in generation and traasmission,
and if it cannot make a contribution to the efficiency of

the design, construction and operation of & cencration

—— . — - ————  —— . - —
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and transmission facility, what 1is the advantace ol
its participation in a small percentage share of the
ownership which it cannot also obtzin by purchasing its
wnolesale supply entirely under regulatioa Ly & reculatory
authority?

MR. CHARNO: Could I have that back, slewly?

(Whereupon, the reporter read the

pending question, as requested.)

THE WITNESS: ilell, I have trouble with some
of your ®"ifs," but accepting them for the sake of a
hypothetical question, I thinik the important part of the
answer -- I am not sure it is the total answer withcut
being able to give this questin more thought -~ but
certainly part of the answer at least liecs in the fact
that the :oquiatory process 1s a fairly rough justice sort
of a pLrocess.

And when one sees situations, for example, in

which a municipal system is obliged to pay more for power tha

an industry would pay for the sama amounts of power,

then to my way of thinking, the regulatory systam is rot
working as effectively as it should. And that municipality
might therefore find that it can better assure itgelf of
getting power on a basis clogely related to cost if it has
some reole in the process which reveals waat the cos:is

are, specifies the costs, specifies the way those costs

| IR
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are going to be raflected.
This, I think, is a pretty important poi:t.
I am not sure it exhausts the possibilities of ansucrs
to your question which I would want to think about some
more before I would anaswer it completely.

Q Is it your view that the small system in Che
hypothetical that I gave you can get the powar that it
needs cheaper through participation in a small percentacge
share of a unit than it could get i1t by purchzsiag that

same amount of power at wholesale from the surplior who

owned the unit?

A There is evidence in sowre of tha rate corparisons

that one can make that this might be true. There aze

other considerations.
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The emall system might by buying its baseload
requiremants or part of them from a large genexating unit
in which it has joint intarest, micht then ba zble to
combine that with peaking pewar from 2 combustion turbina
plant, might be able tc combine that with internadiate
load power from still another source, and producs a combina-
tion which would have lowar costs then the power which ico
available to hix under tha existing rate aschedule.

MR. REBYNOLDS: This would probably be a
convenient place to broak.

CHAIRMAN RIGLER: Are you reasonably on schadule
for your three-day time pericd with the witness?

MR. REYNOLDS: Yas, sir. I would anticipate
finishing by 4130 Thursday at the latest,

I would anticipate we would be finished with
this witness, including redirect and recross by &re¢
end of the day on Thursday, without having to go lags on
Thursday.

CHATRMAN RIGLER: How about going late toncrrew?

MR, REYNOLDS: I would not anticipate we would
aeed to do that. But I guess it is hard to really give
you an answer on that at this particu. &x.

At the present time I would not anticipate
having to go late on Wadnesday, in creer to m a3t the

Thursday 4130 time period, but if it does look like we are
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going to run into that kind of a problem, I can alarst tha

Board as sccn as I have that feeling tomorrow.
‘ CHAIRMAN RIGL3R: And tha reporters. I dou’t
knew if they would have any difficulty staying lato.
MR. REYNOLDS: Ch, yes.
i CHAIRMAN RIGL3R: All right.
We will resuma tcucrrow at 93130,
(Wheraupon, at 4:40 p.m,, tha hearing was
adjourned, to reconvens at 9:30 a.m,, on Wednoaday,

March 3, 1976.)
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