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1
UNITED STATES OF AMERICA.

y

NUCLEAR REGULATORY cot 01ISSION

2 ________________________---_-__---___---x
*

3
In the Matter of : i

: Docket Nos. )e

4 ;

TOLEDO EDISON COMPANY and : ,

^[ * ~*

5 : 50-500A
Dads-Besse Nuclear Power Staden, : 50-501A

6 iUnits 1, 2 and 3) :
:

7 and :
:

( 8 CLEVELAND ELECTRIC ILLUMINATING CO. : 50-440A
et al. : 50-441A

9 :
(Perry Nuclear Power Plant, :

10 Units 1 and 2) :

11 ___________--__x______________________

12

First Floor !! earing Room

( 13 7915 Eastern Avenue
Silver Spring, Maryland

Tuesday, 2 March 1976
15

Hearing in the above-entitled matter was reconvened,
16

pursuant to adjournment, at 9 :30 a. m. ,
17

.

BEFORE:
18

'

MR. DOUGL'S RIGLER, Chairman
19

MR. JOHN FRYSI AK, Member
20

MR. IVAN SMITH, Member.
21

APPEARANCES:
,,

22 i
. . . .

ITus heretofore noted.
23

24 ,

25

.

\

_ __ _ _ _ _ . _ . _ _ _ _
__
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.

1 SSSIE515 .

!
'' 2 WITNESS: DIRECT CROSS REDIRECT RECROSS

3 Roland A. Kampmeier 5699 5701 |

|
|

. rm
4 >

* *
5

6 EXIIIBITS FOR IDENTIFICATION IN EVIDENCE ;

.
i

7 DJ 450, Direct Testimony i
,

of Roland A. Kampmeier 5598 5700
8

DJ 451, " National Electric '

g Rat.e Book, Ohio, " October
,,1973 "

10 :
DJ 452, ".4ational Electric *

g. Rate Book, Pennsylvania," 4

,
1973 " '

$i |12;j |*
!

lI3
ll,,

i!
I:

14 :

N
15

16 I'- :
i

17 ji

I
18 |

4

19 ;
' .

je

i-

21,

i 22

L !

*
23 !

!

U,

,

,

4

8

|
_ _ _ _ _ . __ ._ __ _.._._._._ _ __ _ _ . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ . _ _ _ _ _ - . _ . . _ _ _ _ _ _ . .
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ora 1 PROCEEDINGS

arl 2 MR. CHARNO: Mr. Chairman, we would like'to have

3 Mr. Kampmeier's testimony and certain documents associated
I 4 with that testimony marked for identification.

:* P 5 We would offer as DJ 450 for identification a
6 document bearing the caption of this proceeding on the

7 front page, and the title " Direct Testimony of Roland A.
t

8 Kampmeier."

9 We would offer as DJ 451 a publication of the

10 Federal Power Commission entitled " National Electric Rate

jy Book, Ohio," issued October 1973.
1

12 (The documents referred to t

13 were marked DJ Exhibits

14 450 and 451, for
i

15 identification.)

16 MR. CHARNO: We would offer as DJ 452 a

g7 publication or an excerpt from a publication by the Federal

18 Power Commission entitled " National Electric Rate Book,

19 Pennsylvania," issued October 1973.

.
20 (The document referred to

21 was marked DJ Exhibit
.

22 452, for identification.)

(
23.

24

(
- 25

-
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i
MR. CHARNO: At this time the Department would

bwl like tio call Roland A. Kampmeier as its next witness.

4- 3
hp Whereupon,

4 ROLAND A. KAMPHEIEF
* r .

5 -

was called a witness on behalf of the Department of Justice

6 and, having been first duly sworn, was examined and testified
7 as follows:

DIRECT EXAMINATION-

BY MR CHARNO:, , ,

10 Mr. Kamprasier, do you have before you a document%

U entitled " Direct Testimony of Roland A. Kampmeier, which

12 has been identified in this proceeding as DJ-4507

( 13 A Yes, I do.

14 g Did you prepare that testimony for use in this

f5 proceeding?

16 A I did.
e

17 g I would like to show you two National Elcetric

18 Rate Books for Ohio and Pennsylvania for the year 1973

19 which have been identified as DJ-451 for Ohio and 452 for
.<

20 Pennsylvania.

21 Did you utilize those materials in the preparation
, ,

|
22j of your testimony?

* 23 A Yes, I did.

24 MR. CHARNO: We will tender Mr. Kampmeier for

|
~

25 cross-examination.

. _ . -. - - .
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bw2 1
And we . would move DJ-450 :and 450 through 452

2
into evidence.

t 3
%

(..
MR. REYNOLDS: No objection.

4
CHAIEHAN RIGLER: Hearing no objection, we will

* a
5

receive into evidence Depart:nent E::hibits 450, 451 and 452.

6
(The documents previcusly

marked E::hibits DJ-450, 451

8-

and 452 for identification,

8 vara received in evidenos.)
to

CHAIRMAN RIGLER: I should announce,I think,

II before cross-examination starts that we were contacted

12
by Mr. Hjalmfelt, who informed es ha uould be in Cloveland

13.

for the next day or two and was aware the hearings would

I4 proceed without hi:n.

15 MR. LESSY The Staf( has soma limited cross-
16 examination of this witness.

17 MR, REYNOLDS: I will cbject to any cros3-

18 examination by the Staff of this witness.

I9 CHAIRMAN RIGLER: . Overruled.
.

20

1

sS2 |21

|
22 ;

\ 1

* 23

24
.

%

..._. _ _ . .- . __
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#3 CROSS-EXAMINATION

arl 1 BY MR. LESSY:

- 2 Q Mr. Kampmeier, at the top of page 42 of your

( 3 direct testimony, in answer to Oestuion 31, you refer to a
b

!
''

4 common method of sharing reserves, whereby each system I
!'

' 5 provides a percentage margin of reserve capacity above j

I6 its peak load equal to the percentage margin required

7 for the group as a whole above the sum of the several
i

8 peak loads.

9 For easy reference, may I refer to thaf. as

to mathod A?
|

11 A All right.

12 O In the next paragraph on that page, page

L3 42, you refer to a varis. tion of that method, wherein each

(
14 system provides a percentage margin above its load at the

15 time of the combined peak load equal to the percentage i

I,

16 margin required for the group as a whole, above the diversified

g7 combined peak load.
j
|

18 May I refer to that as method D?

A Yes.19

*
20 2 Do you consider both A and B as forms of equal

1

percer.tage sharing of reserves?'

21
-

A Yes, I do.22

0 Have you considered which of these two methods'
23*

!
'you would favor for the CCCT area?24

(_< A Yes, I think method B would be the indicated25 ,

<
.\

'
- .- _
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ar2 1

1 choice.

2
{- Q Could you tell us why you would favor method B?

:* 3 A Yes, I believe so.

(' 4 In some cases the two nethods would give sub-

.
* 5 stantially the same result, and if they did, why, theni of

6 course, there wouldn't be much choice. There might be some

7 arguments for method A being considered a more simple

8 approach. But in this situation and in many others, I

9 think there would be a substnatial difference in the :
;

10 results, and I believe where there is a difference, you |
|

11 should use the method that seems the most fair and logical fI ,

i

12 and I believe that method B is more fair and logical. !
.

|
13 I guess the point I would emphasize is that

(
14 the bulk of the capacity in the region is already being

15 Pooled, and it has a combined peah lead which is determined
d

||

16 by the characteristics of that combined grouping. The
[

17 time of that peak is very unlikely to be changed by adding
;

18 another few or even a number of small systems loads to it.

19 Therefore, I think the thing to do is to focus on
|

*

20 that combined load and what effect on that combined load .

and the combined capacity requirements there would be21
-

22 fr m c mbining other systems with it.

23 In that case, since the key question would be
{

"'
-

g what happens to the combined load, combined capacity

(- suirements, I think method B is directed more nearly toau
25

.

!!

.. -. ..
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1 that point.

2 There is another thing to consider in that

3 regard, I think. In these days and times, it is becoming,

4 increasingly desirable to consider what is sometimes

*
5 referred to as load management possibilities, trying to keep*

6 peak loads as low as reasonably possible in order to avoid

7 unnecessary generating capacity and that sort of question

8 should be looked at in terms of the regional peak dcmands.

9 If some small system has a peak demand some other

to time, that has very little to do with what the total

!
11 capacity requirements of the region are. '

12 So it is more to the point to have any system
|

13 that is coming into the pool focusing its concern of loading
(-

1
14 management on the combined regional peak and not its own

15 P**k'
'

16 Q On page 44, in answer to Oestuion GS, you note

37 that the CAPCO approach as to reserve sharing burdens

18 smaller systems disproportionately. What is there about

1

19 the CAPCO approach that leads to such a result?
!

20 Well, the fact that the CAPCO approach looks atA-

21 the system,not only combined system in total, in terms
-

22 f what its total reserve requirements would be, which is

"*# " ** ** ** * #'9" #*""" " ***
-

23,

24 mPonent's system would look like as an isolated systam.
{

s, n, s really 'oeside the point. !
'
'- ZS

,

,

'
.

1 i

_ _ _ _ . . - . _ . _ _ --
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i

|

1 The important thing is what is the total requirement, and

2 how does any given system that is in or being added to-

.e 3 the pool affect the total requirement, and what its require-
.,

i 4 ments for reserve would be in siolation, I think, induces

s
5 a consideration which is illogical and unfair and tends*

6 to really disecurage rather than encourage the most

7 intelligent coordinated planning and development.
.

8 Q Does the CAPCO approach to reservo sharing

g have any other undesirable side effects, in your opinien?

10 A Yes. It really puts a premica on all of the

11 participants dividing up ownership of capacity additionc

12 in order that no system through this uhat I considor

E3 irrelevant examination of what the situation would bo,,

t

14 would be in isolation, any system, in order to avoid being

15 penalized by that aspect of the CAPCO reserve charing

16 approach, must avoid owning too largo a share of any

17 given addition.

gg This means that when one of the CAPCO companiec

gg builds a new large unit, this approach puts a premium
*

20 on dividing up the ownership of that unit, and all of the

21 other units, and that is not altogether good, I think.
-

22 There are conditions under which it would make

23 m re sense for the companies, and particularly for the-

24 ultimate consumers who are in business to serve not to frag- -

( ment the ownership to quite that degree,
25

i
i

i :

-. . .-
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1 Suppose that a given cc.npany at a given time

f' 2 could finance a new unit at a lowe.: cest.than the other

* 3 companies in the pool could..,

,-
' 4 Then the consumers would save money if that

.

5 company financed that unit, rather than each of the l
~

l

6 companies financing portions of the unit. There would be |
1

7 less administrative expense, legal expense, general

8 expense, in all probability, from a more simple approach. |

9 A given company normally would prefer to have a

10 larger share in the ownership of units which are close l
1

|
11 to its load, units which it designs and it builds and it !

12 operates, rather than other units,

l

33 And the CAPCO approach discourages all of '

that.14

15 Now the important points here, I think, is that ths

16 total requirement of the group is not affected by who owns
,

the unit. It is affected by what the load.= are and by37

what.18 the loads are and by what the total capacity is, and

what the size of the units is.19
*

20 That total reserve requirement isn't changed if

y u divide up the ownership of units in particular ways.21

S that introducing a formula which says, A, but it22
b

does make a difference how you divide up the units, it'

23

is going to cost a given system more in the way of having24
I

to provide reserve capacity 'if they own a large piece of as-
25

- -

. ._ . _ . - - . . - --
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S4 0 Why not?1

( 2 A. Well, I think it follows from some of the thingsbwl'

3 I have been saying, that if you ccnaider what happons'
.

p
4 when you . add a small system to bring a small system into the

'

5 pool, the total peak load of the combined systems will, of.

6 course, be increased, the required capacity will be increased.

7 But the required capacity will not be increased

as much proportionately as the load is increasecf. There8

9 " %>1sid be some, at least, slight reduction in the percentage

10 of reserve required.
,

f

11 Now, let's say, for excmple that you require

12 20 percent reserve for the pool, and then you add a small

13 system and the required reserves drop to 19.9, or 19.99,

14 whetever lesser figure you assu:ne. This means that every-

15 body could have a somewhat smaller percentage of reservos

16 than the members of the pool up to that point would have

17 had to have.

18 Now, if the pool wanted to be really generous

with the added small system, it could say, well, wo will19
.

20 simply ask you to provide the additional capacity that is

21 required with the additional load. But the pool members
,

22 Presumably wouldn't be willing to do that.

they would say that would be giving you all of'

23

the breaks, if there is going to be a reduction in tha24

\' required percentage of reserves, wo ought to be able to25

.. _ __ __ . . . _

.
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|
'

bw2 1 share'in it.

C 2 If they er'citled to share in , it, then so is the
'

3 small system enti+, led to share in it. hbat is sauca for-

'O
4 the goose is sauce for the gander.

..

_

5 And you shouldn't ask the small system to provido

C disproportionately more capacity. If you do, yott do ona

7 of two things, this either results in the region as a whola

8 having more capacity than is needed, or it means that
1

9 the extra the small system provides is a reduction in what the )

to large syste:as have to provide, and that dossn't caem fair.
. .

-

11 So the CAPCO approach in assigning diaproportionatel. r

12 large reserves to a small system, I think, is unfair.

13 I think the most that ought to be required is for the small.

14 system to provide the same proprotionate share as the rest

15 of the total capacity that is required to meet the combined

16 systems' peak.
'

17 0 Then you think that the use of method s would

18 be more appropriate for extension to small sysicema?

19 A. Exactly, right.
.

20 MR. LESSY: That concludes the Staff's crosc-

21 examination.,

22 BY MR. REYZIOLDS:

-

23 S Mr. Kampmeier, have you had an opportunity to road

24 tha testimony of Mr. Firestone that has been prepared for

25 this proceeding?'

,

e .--, pee nm- m-- aw
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1 A Yes, I did, some weeks cgo.

' 2 g Have you read the technical papers that discusa
..

3-

the CAPCO formula for determining , reserve margins .and
O
' 4

,
requirements?

5 MR. CHARNO: The Department would object, unless

6 we can have a specification of the technical papers.

7 BY MR. REYNOLDS:

8 g Have you read any technical papars that discuss

9 the CAPCO reserve requirement formula?

10 A Yes, I read a paper which I think Mr. Firest.one |
|

11 referred to at some point, which was one he prepared |

12 jointly with a couple of other gentlemen, describing the

|13 CAPCO approach to reserve sharing.

14 ,O When did you read that?

15 A Oh, also several weeks ago. I guess, almost,

16 I could say, several months ago. Quite awhile ago.

17 g Is your understanding of the CAPCO arrangcmant |

18 based on your readings of several weeks ago of tha technical

19 paper you mentioned? And Mr. Firestone's testimony?
,

20 A' Yes, essentially.

*- 21 g Is it based on anything else?

22 A Yes.

23 .g What else?
'

24 A Well, one thing I recall at tho mcment is an

25 explanation in a study by R. W. Dock and Associates, in which

i

. . _ . . . -. .- - . . .. . , , . , .. .m. ._ __ _ . . . . . . . - - .-- - e_..-___ _- . _ ..,, . . . - . . , . . . - - .~,
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bwe
1 was a good explanation of how the CAPCO approach would affect

2 the amount of reserve required of municipal systems, according
.

3 to information which was furnished to R. W. Beck by one or-

r.
4 more of the companies, I believe.

,

.

5 I have seen the references to the CAPCO approach

6 in the National Power Survey to which I raferred.

7 I am not sure there haven't been acme others, but

8 that is all I think' of off-hand.

9 4 Mr. Kampmeier, what was your assignment in

10 connection with this case?

11 A Well, the Dapartment of Justice rest with r.a and

12 raviewed for me their basic approach to the case, besod

13 largely on experience in other cases.

14 They asked ma whether I would feel comfortable

15 in testifying in connection with auch a case. If so, they

16 would like me to review the CAPCO contracts, the contracts

between CAPCO companies and small systems in the area, and17

18 compare the provisions of those contracts as they affected

19 the provided benefits to CAPCO companies on-the one hand,
.

20 to small systems on the other hands and then in light of what |

"

21 I say, found and felt, after doing that, to prepare the
.

testimony covering points that in my judgnont might be22

23 Pertinent for Caese hearings.'

y S When did you begin the praparation of your' '

tantimony?25

= . _ . - ._ . - . . - . . _ - .-
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1 tnit than if they owned a.small piece of several units.

(' 2 I mistrust a formula that works that way.

o 3 I think it is'takic.g your eye off the ball, so to speak.,

/

!-
s

4 Q Do you know of any other pool that has copied
.,

"

5 the CAPCO method of sharing reserves?

6 A No, I do not. The 1970 National Power Survey

7 of FPC, which came out in '71, referred to the CAPCO

8 method as unique.

9 As far as I know, it is still uniquo.

10 Q Now aside from the question of whether or not

11 the CAPCO method is satisfactory to all of the present

12 CAPCO members, would you consider tho extension of this

13 method of reserves to small systema to be acceptable or,

14 appropriate?

A No, I would not,15

end 3 16

17 |

18

19
.

20

21,

22

'

23

24

25

. _ . . _ . , . . . ..
,
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A About last July, I believe. I may be off a month1

,; ,w5 2 or so.

3 g About how much time did you spend in preparing*
,

-

your testimeny?4
~

A , Probably, reviewing the materials and then.

5

6 Preparing my testimony, it took probably 20 days or so.

g were there materials other than the contracts7

that you referred to thatyou reviewed in connection with8

preparing y r testimony?9

A Yes, for example,I looked up these Nationalg

Electric Rate Books that have been introduced. I lookedg

up the Form 12 and Form 1 reports - maybe, I12

* " * D "E * #"E * * **13(

companies submit annually to the Federal Power -

g

Commission, one being called 'The Power System Statement,"
t

I believe, the Form 12. Tha other one being a report more on6 ,

the financial aspects of operatiens, called Form 1.

**
16 Y""# ""

* " " " * '

19
'

I looked up the data I could find on tha

magnitude and time diversity of loads in the area, the

information that the Federal Power Commission assembles .and
(-

presents on generating capacity in its volums on statistics,

23

of steam electric generating plants - that is not the
j~

1
.

C exact title, but I think that will serve to !,

25 l

|
|

|

.. -. . . . - - . - ..
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I identify it.bw6

2 The information which it presents on the operationsr

.

3 of the utilities as s==rized in the statistics of privately-~

s

owned electric systems and, likewise, a volumo on publicly-4
.

.

5 owned electric systems.

6 I don't think th?.c exhanots the lict, but that

7 gives you a general idea.

3 0 What was your understanding at thn tims that you
,

.

began your preparation of the scope of the Dapart:aont of
.

9
i

I~ 10 Justics's position as it explained it to you?

11 A Well, they dascribed to me, and more or less-

12 confirmed by previous understanding of the conclusions that

13 had been reached in sciae other cases with rogard to what the

14 Department pLuposed as conditions for a list for nuclear

15 pl ats, and that was the heart of the position of tho
e

16 Department of Justice that we discussed.

We discussed various ramifications of that,17

18 circumstances surrounding that.

19 Q You say tha the Department more or loss confirmed
,

20 your previous understanding.

' 21 What is that previous understanding that you

t 22 are referring to?
x

-

Well, I was familiary,for oxnmplo, with the23 A

conclusions that were reached in the Duke Powar cace and24
C

the Georgia power case and some othero, and my reco11cetion25

|
. . . -.. --. - - . . . .- . .
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1 as to what provisions had been agreed to were confirmed and ;

i

2 explained in more detail to me in our discussion.

|

_ 3 4 Were you familiar with the Consumers Pcuer case?*

.

4 A I becamm familiar with it in the course of these
.

5 discussions. I had not been prior to that.
~

6 0 When you say the Duke Power case and the

7 Georgia Power case, what cases are you talking about there?

8 A well, the Duke Power case, which is a case of certai;t

9 nuclear plants that Duke Power proposed to build, and there

10 was an objection raised by municipalities in the Carolinas,
|

11 and - .a mutually satisfactory agreement, I think, was reached

12 before any hearings on the case were completed.

13 The Georgia case is somewhat similar, although,

14 in the, Georgia case the proceeding went further, hearings I

15 were held.

16

ES4 17

18

19
.

20

_ 21

22
k

^

23

24 ,

'
25

.

g .
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arl 1 Q Did the Department, in discussing the naturc
!

{ 2 of the testimony they wanted you to prepare, advise you they
|

!* 3 were interested in anything more than imposing the standard
,

b 4 license conditions to another situation as had been
..

5 proposed' in prior situations?
~

6 A Well, I didn't understand that one could really

7 refer to standard license conditions. My understanding was

a the Department was trying to determine what would be the

g most appropriate licensing conditions in this situation,

10 the assumption was that they might not be greatly different

11 from some that had been arrived at before. And wo

12 discussed scme of the - discussed those various provisions

13 and some possible variations thereof that might secs

14 appropriate.

Q What understanding did you gain of the factual15

background of that particular situation as it would bear16

on your testimony?
37

A At what point in time?
18

Q Let's say at the point in time just prior togg

'

20 starting your preparation and right through until you

finished the preparation of your testimony?21
.

A Would you read back the question, please?g

(Whereupon, the reporter read the.

pending question, as requested.)

( MR. CHARNO: Just for clarification, when you say

_ . . . . ._ _.. . . _.
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1 that'particular factual situation --

~

( 2 MR. REYNOLDS: I think I have said the

3 particular f actual situation. I will rephrase it..'
o

4 BY MR. REYNOLDS: |

.

~

5 0 What understanding did you gain of the particular

6 factual situation relating to these Applicants at the time |
|

-

7 that you were preparing your testimony?
'

8 A That is an awful big question. If I interp.?st

g that correctly and literally, I think if I spent tuo or three

1

10 hours answering it I still wouldn't have finished.

gt Q Let me ask you this:

12 Did you look at material that had been

13 produced during the course of discovery to the Department

14 of Justice?

A Yes, I looked at quite a lot.15

16 Q Were you advised that the Applicants had

37 proposed certain license conditions of their own that

18 would attach to the particular nuclear licenses in question?

A I learned that in due course. To be precise19
.

20 about it, I was not familiar with those proposed terms

21 at the time I prepared my direct testimony. I became

22 acquainted with the existence of those proposed terms

some weeks ago, and I am familiar with them now,~

23

Q Did you become familiar with it during yourp
<

attendance at the tastimony of Mr. Morer at this hearing?w g

- - - _ .. . - . -. --

_ _ _
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1 A Exactly, right.

; (~ 2 Q Did you, in the course of preparing your

3 testimony, have any discussions with Dr. Mein?.

,

'r.
4 A one discussion by long distance telephone

'

5 that I recall. I think that is the only one. I haven't-

6 sat down personally with Dr. Wein.

7 Q Have you read Dr. Wein's testimony?

8 A Yes, I have.

g Q Did you make any notes in connection with the

10 Preparation of your testimony?

11 A Did I take any?

12 Q Make any or take any.

A Oh, yes, undoubtedly I mado many pages of13

14 notes, preliminary outlines of my testimony, and so on.

Q D y u have the notes that you took or made15

16 with you?

A No, I didn't even have them at.all for the cost
17

Part. As soon as they served my purpose, I threw them away.18

10 I don't believe in accumulating notes. All of the material

'

20 I had on file from more than 40 years of work is enec= passed

in ne stack of filing cases and one set of book shelves,
21

..

and if one keeps all of his notes, you soon becomo snowed22
'

under with them.g

Q Is what you have in front of you today in theg
i
i

notebook your prepared direct testimony?

1

, , _ - -.,.-w- --
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1 Yes.3 ,

'
( 2 Q Does it have marginal notes on it?

'

3 A Some, yes..

4 O Could I get a copy of the testimony that you
.

. .

by the5 are referring to with the notes on it at some point,

6 end of the day?

7 A If it is proper that you should have it, I have

8 no particular objections. I don't know that I would

g consider -- I don't know, I don't have any judgment about

10 that.

11 MR. REYNOLDS: I will ask counsel.

12 MR. CHARNO: The Department will mako it

available over the lunch break.13

14 BY MR. REYNOLDS:
,

1

Q Am I c rrect in understanding that there is no15

16 m terial in that notebook but your direct testimony?

A There are a few pagos of elaboration of some of
17

these notes. For example, the working papers that I think
10

you have a copy of already through discovery of a comparisongg
.

f the effect of applying these rates from tha National20

Electric Rate Book to industry with the rates in the
21-

ntracts with the municipalities, a clipping or two from22
_

magazines, this sort of thing.g

MR. REYMOLDS: Mr. Charno, do you have anyg
' probica in making that material available?

. . . .
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1 MR. CHARUO: Not at all.

( 2 BY MR. REYNOLDS:

3 Q Mr. Kampmeier, you indicate in your direct,

4 testimony that you were on the staff of Tennessee Valley
*

5 Authority full-time for many years..

6 A Yes.

7 Q How many years was that?
- .

8 A Approximately 27, I think.

9 Q From when to when?

10 A From 1933 to 1938, and from 1941 to 1962 or '62.
;

11 Q What did you do between 1939 and 1941? !

12 A I was an associate professor of hydraulic

l
. 33 engineering at the University of Tennessee.
(

14 Q On page 3 of your testimony you list the |

15 interc nnection and coordination agreements for which

16 YM n aeyN a S me respons M 11ty as ass M ant manager

of power.p

A Yes.gg

Q For WA.19

gg Let me ask you first, were you, during the period-

that you have indicated you were on tho staff of TV76, the21
,

assistant manager of power?

(''
A

. 23 I war the assistant manager of power approximately

the last 10 years of that period.

Q What were you prior to that?

. .

_ . - _ . . . . . - - . . . - . .
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1 A Well, a series of differenti titles. While I was

( 2 managar of power, most of that time I was alco director of

3 power supply. I had been director of pouer supply --.,

4 excuse me, assistant manager of power.
*

5 I had also been director of power supply for a.

6 while prior to becoming assistant manager of power.

7 I was also, prior to that, director of power

8 utilization.

g I was during part of that same period, overlapping
10 Period, also chief of thefuels planning branch.

11 I was somewhat earlier chief of the power

12 economics branch. *

13 That is most of them, anyway.,

ja Q As the assistant manager of power for TVA, did

15 you ever participate in any negotiations for an inter-

16 connection agreement with municipal systems or a coopera-

17 tive with any other electric power system of small si=e,

18 say less than 300 megawatts?

19 A Yes. I think that the arrangements in which
-

20 we participated and worked out with East Kentucky Rural
4

21 Electric Cooperative Corporation was at a time when its
.

22 load was less than 300 megawatts in all probability.

23 The utility load of the utilities, subsidiaries.

y of the Aluminum Company of America, were considerably

25 smaller than that at the time we worked out the Fontanaw.

Agreement, which is referred to in my direct testimony,

1

_ . , _ _ . - _ . - - . . - - - - -. - - - -- -
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1 which included in effect coordination with the utility
2 operations of the Aluminum Company.

3 Theperiod in which the City of Memphis sat up its.
,

4 own power supply system, and I am not sure whe ther the-load
'

5 at that time was less than 300 megawatte or not, it was of*

6 that general order, and we worked out the arrangemeats

7 between T'IA and the City of Memphis.

3 I may be overlooking some, but that is at lenct

9 B0**'

to O Do you know what the si=o of the East Kentucky

gg Rural Electric Cooperative load in today?

12 A No, but it has grown considerably. I don't

know what it is. I suppose it has been 15 years since I hadg3
,

14 occasion to look at it, and in those 15 years it would

15 pr bably at least have tripled, if not more.

16 0 You suspect it would go over 300 megauntes?

37 I would be very surprised if it weren'tA

18 nsiderably more than 300 megawatts today.

Q Y u mentioned the Fontana Agreement.19
*

A Y88*20

0 Is that an interconnection agreement?21
.

22 It is an interconnection agreement. It goesA

-

beyond normal interconnection agreements in that it provides23

f r the unified dispatching of the operation of the24

_ hydroelectric plants of TVA and the Aluminum company,

, __

Y
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1 not only for power purposes, but also for purposes of

2 flood control and navigation, which makes it quite unusual.

3 It also involved como exchanges of land and..
,

4 other properties. So it is a good deal more complicated

*

5 agreement than most interconnection agreements.

6 0 What was the size of the Memphis system at the

7 . time that you participated in negotiations with regard

a to that matter?

9 A I believe.I answered that to the best of my

to ability.
*

..

11 0 I didn't catch the size.

12 A I am sorry, I said I wasn't sure whether at

1.3 that time it was more or less than 300 megawatts, but

14 it was of that general order, as I recall.

15 0 APproximately when were the negotiations that

16 you Participated in with the City of Memphis?

A It seems to me it was about 1954, but I cay beg7

ff'18

.gg O At that time did the City of Memphis have its

20 own Power plants?*

A It was preparing to build its own powcr plcnt. |
21

.
,

O was it at the time a wholesale customer of TVA? |22

A It had'heen. It was relinquishing that position |

23-

in oEder to establish and operate its own pouar plant.g

0 Did TVA raise any objections .to the City of I25

.

% .,,w,.,_ o % -+em* "' * ' " "
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1; Memphis building its own power plant?

rs 2 A No.

3 Q Af ter the City of Memphis built that power plant,.
,

'''

t 4 did it enter into an arrangement with TVA regarding
*

5 those facilities?.

6 A Beforo, rather than af ter.

y Q What was the nature of that arrangement?

8 A It was the interconnection agreement that I

g just referred to.

10 0 What was the nature of that interconnection
]
l

gg agreement?

l

A Well, I have to rely on memory of events that12

. 13 took place probably more than 20 yeras ago. But it

14 pr vided that Memphis would proceed on a contemplated

15 schedule to build its power plant.

16 Upon completion of the units in that plant,

7 that its purchases from TVA would be reduced, and in due

Course eliminated.

19 That its plant and the TVA system would ha
|
|

20 perated in coordination for maximum benefits overall, and !
-

there was a provision for econcmy energy transactions,
.

maintenance power transactions, emergency power transactions,

most, if not all, of the elements of a comprehencive,

coordination arrangement.
24 - .

I think that about describes it.25

-. .- - -. ..
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1 0 Did the coordination agreement provide for equal

^

2 percentage reserves?

3 MR. CHARNO: I think I would like to object to.
,

4 any further pursuing of this line of cxamination concerning
.

5 a coordination agreement 20 years ago, unlecs councol can.

0 demonstrate scme relevance.

7 It is certainly beyond tho scopo of the uitness'

3 . direct testimony, sinco he did not testify concerning inter-

9 connection with the City of Memphis systen at all.

10 I think unless come demonstration of relevance
i

1

11 is made, we are going pretty far afield and may stay pretty !

12 far afield.
|

|
13 MR. REYNOLDS: Well, Mr. Kanpmeier's direct

1
;

1.s testimony makes it clear that his enperience in large part

15 is related to his Ti/A experience and the kinds of

16 negotiations and agreements that he entered into in that !
|

|
17 connection, and it i , my intention to exploro fully with

i

18 him that experience, in order to demonstrato to the Board

19 the basis upon which he is drawing conclusions with respect
*

20 to the present situation that he is test!fying to.

21 CHAIRMAN RIGLER: I am going to permit the |
.

22 pending question and overrule the objection. I do tend

23 to agree with the general tenor of the objection, that ue-

y are getting quito far afield.

25 The Board understand where you are trying to go.

_ . __
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1 I think maybe you can get- *^are a little nore quickly.
- 2 You may answer.

3 THE WIT 1ESS: I think the question was with.,

( 4 regard to whether the reserve charing arrangements wero
=~

5 on a percentage basis; is that right?.

6 BY MR REYNOLDS:

7 Q Equal percent, yes.

8 A No, they were not. The parties agreed that

9 it would be desirable overall, considering all potential

10 benefits for Memphis to put in units of quito a large

11 size in relation to its load.

12 It was felt that in order to facilitate that,

-

13 but also to recognize that this meant that at times Mamphis |

14 might be relying on TVA for a very largo amount of its I
i

15 power during unit outages, that some compromim seemed |

16 desirable between a straight percentage formula and the
1

17 largest units outage formula, say. |

18 As I recall the results, it was very much nearer |

19 to a straight percentage formula, but not exactly a I

20 straight percentage formula.-

,

!

21 Q Do you know what the present status of the
,

22 power plant that was built by the City of Iterr.phis is?

A Yes. TVA leased it from Mephia come years later.23.

g The City of Memphis reached the point of having to

. g consider expansion of that plant for a growing load, and

. = . _ . ____ _ _ _ _ . -
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1 asked WA to work out with it a reintroduction of

2 Memphis into the TVA system, so to speak, to become a

3 purchaser again of WA pcuer, and there was a discussien
'

.

I 4 of various alternativo ways of doing that. The requirements
.

~

5 and arrangements and so on, and the final conclusion uns

6 that Memphis leased its steam plants to TVA, and again

7 became a full-requirements customer of TVA.

8 Q Are there any municipalitics or cooperativos

9 in the entire WA service area which generate any of their

10 own electricity? -

11 A I think not any more. There were some who did.

12 To the best of my recollection, the last of those generating

13 plants has been retired.

14 Q Does that complete your answer?

15 A Yes.

'
16 Q When you wcro the assistant manager of power

17 for WA, or to your knowledge at the present time, did or

18 does WA permit any of its wholesale customers to nsgotiata |

19 for the purchase of power for systems other than TVA?
;

.

20 MR. CHARNO: Could we have that question back?

21 I don't think counsel said uhat he thought hc

22 said.

23 (Whereupon, the reporter read the'

i

24 pending question, as requested.) '

25 MR. PEINCLDS: I am sorry, from systems other
|

,. , . . - . , , . , . . - _ . . . . - - . , . . _ - .- . - .
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1 than TVA?

2 TIIE WITilESS: I am not sure I know the ansuer

o 3 to that question.

m
( 4 It is an ' ademic question which has never coma

~

- 5 up because a r as I know, no one has ever offered any

6 of those systems power on any more attractive terms

7 than they can get it frcm T7A.

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

g would be dealt with.

to I don't recall the case coming up and having

11 been rejected. I don't recall a case coming up at all.

12 BY MR. REYI! OLDS:

13 Q Did TVA have a policy regarding wheeling,

14 should any of its municipal or cooperative custcmers

15 wish to purchase other than TVA power?

A Well, that would be piling a second hypothetical16

r academic question on the first. And that question17

18 w uldn't have come up unless the other one did.

19 Since I don't recall the first one ever ccming

*

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

O Let me see if I understand what you just stated21 ,
%

correctly.g

g Are you saying that because had not coma up to,

g your knowledge, at least during the time period you wsre

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

. . . . . - . . _ . . - . .~.-. . . _
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1 area?

2 A Yes. I think that is what I am saying. Eut I

3 certainly can't speak for the 15 years or so sincc. I lefta
,

,o
4 TVA. I don't know whether the question has come up and a |

'

|-

5 policy has been formulated or not.'

end 5 6
,

7

8

10 l
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1

34

25

. . _ . . . , . _ . _ . _ . . _ . . . _ _ _ _ _ _ _.



Y . . . . . . - . - . . .. ..

5728

S6
1 0 Did TVA during the time that you were .tha

bwl 2 Assistant Manager of Pcuer, or to your knowledge, does it now

"
3 wheel power between large power cystems with whom it is-

p
4 interconnected?'

~

5 A I don't know. I might bo inclined to guesa, but

6 I don't think I better guess.

7 g Mr. Kampmeier, can any wholesale custor.sr of tha )

8 TVA designate the delivery points at which TVA will deliver

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

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

11 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 cgreement.

14 I think the general situation is if a distributor

15 rquests an additional delivery point, nomally, such a

16 delivery point is provided. But this is determined by mutual

1
'

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 economical way overall, do what is tha
.

20 mmt economical,in effect,from the one-system approach. |

21 And, therefore, if it appeared to TVA that an
,

22 additional delivery' point would not be economical, TVA |

-

23 Probably would ask for some evidence that it is an

24 aconomicai thing to do.

I think by and large however, the way it works is25

. . _ _ _ _ . . . _ _ _
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I that these needs for delivery points grow out of the
2

developing loads and the continuing consumptions among the
|b

3'

parties, and when the question comes up, tha answer is already-

4
pretty well evident.,

.

5 g Does TVA establish a limit on the size of
6 customers to which any wholesale customer may supplypcuer
7 and beyond which size iinit TVA serves such customars

8 directly?

9 A Well, I have to chango your question slightly.
10 There is such a limit, but TVA doesn't -- would you road
II the first few words of the question, please?
12 (The reporter read the pending question.)
I3 THE WITNESS: Right, TVA does not antablish the

14 limit, but TVA and the distributors by agreement have
15 established a formula for limiting the size of the cuatomers

'

16 which the distributors will serva. ;

1

17 BY MR. REYNOLDS:

18 Q What is the basis for that?

19- A Let me, if I may, answer you at a little greator |,

20 length than I try to keep most of my answers to, because this

21 is a rather complicated question.,

22 First, the first point' I would make ties into
.

23 what I just said, that thase quastions are established, or

24 are resolved by mutual agreement.
,

25 This quagtion of whether thors would be'*6cca very

_ _ _ _ _ - _ _ _ _ _ _ _ _ _ = _ _ _ _ -- -- - - - - --- -
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1 large loads which TVA should serve directly, was one that

2 came up quite early.

3 The distribution systems, and there are about*
-

p
4 150 of them, municipalities and cooperatives for the most

,

'

5 part, set up a <=mi ttee which they call the rate cocnittee,

6 to confer with TVA about a variety of questions, which this

7 was one of the early ones.

8 And the question was looked at in this context, that

9 Congress, in establishing TVA, spelled out certain objectives

to and requirements.

1i One of the things that Congress said in the
l

12 TVA Act was that the sale of power to industry should be a !
I.

13 secondary purpose. In order to help improve the systen |
'

load factor, and I am paraphrasing, I don't recall the procisa14

lariguage of the Statute, but if you _ check it, I think you15

!

will find I am not misinterpreting it, aven though I may not
16

be quoting it precisely -- that the sale of power to17

industry should serve to improve system load factor's7 e.nd18

through that and other ways, permit the sale of pcreer to19
.

domestic and rural customers at the lowest possible prices.w

Now, in light of that provision, TVA curly
21.

established the policy that its rates to a distribution22

system would be lower than itu rates to industries, recognizing-

23

the fact that there are some advantages to the wholocalo3

area in supplying a diversified load, serving a lot of
25

||

. . - - .-- ._..
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bw4 small consumers, middle-sized and so on.

Now, it is appropriate to apply thct rato for

wholesale power to a distributor buying pcwer for,

"

a diversified load; it is still appropriate to apply .

~*
it even if some industrial load becomes quito larga,.but.

ultimate 4.;r it might reach the point where the industrial

load would be so large in relation to the other loads

'' served by the distributor that a rate based upon the

oost of power supply for a diversified load is not appropriate

to a load that is not such a diversified load.
10

Now, in light of this problem, in light of the

fact that TVA and the distributors agreed that the

distributor should serve practically all consunars, as many
13

as possible, the distributors, as well as TVA, said, "uell,
14

how are we going to find a way in which we can be sure tlut
15

if some huge load comes into an area served by a cuall
,

16 '

distributor, that this Congressional objective of providing
17

power for the domestic and rural consu:cers at the lowest
18

possible rates, can be achieved for the arca, ns a whole,
19

'

and not just to the particular benefit of a caall corzaunity?'-

20

Conceivably, 'you could have a load co large
21.,

in a small community that if there were ever two percant
22 I,

margin for the distributor in serving that load, that it |
*

23

could supply all of its other customars at no charga, thcae
24

being nonprofit distribution operations.
25

6

. . - . . _ . . . - . - - - . - . . . - - -
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'

That was not really the intent. So it tras agreed;
,

2 that a way needed to be found to provide for TVA to sorve

directly the very large loads, and that some kind of a ;
b 3

* 1
~

( sliding scale would be needed, because the size o; the load I
4

~*
which a city like Memphis or Chattanooga might serve and* 5

still have that load be part of the diversified load, would6
i

be considerably larger than the load that a small village
7

might reasonably serve.8

So a f mda was developed many yean ago
9

which, as far as I am awam , has not been. changed to thim
10

day, & sdd, essentially, tMs, as I mcall it: Mat H
11

i a distributor is buying power at a given delivery point j12
:

13 fgr serving its diversified leads, and an industry ap' pears |

whose monthly requirements would oxceed by more thang

10 million kilm att hours the energy that is purchsaed at
15

that delivery point for delivery to residential custenero,
16

then this would constitute a load of a size that TVA should
17 ,

** " Y*
18 t

* * * *

19

** " ** "" * ' " I"
*

20

who buy power from TVA over the 40 years' or so of operationg

in that arna, the total number of loads of industry
'

- 23 rved directly by TVA is now probably on the ordar of
I

~

I
24 50 So that this has served to limit very sharplye

15
.'

*-- - . . - - e ..- - . . . . . .
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I
the number of such loads TVA servas, but also to effectuate j

2 i
|

the policies which were set out by Ccagrass and which all !

C 3 -

. og the parties irivolved were anxious to see impicmented.
4 The effect has bcon that an inductry payo

.
* 5 the same rate, whether it is served by TV3. or a distributor.

6
The distribution syster.s buy power at the cana rato for all

7 distribution systems. And that rato 10 a rate icWor than

8
the rate to industry. *

|9 Now, I apologize for the length of that , |

10 answer, but that is the only way I could see to real y give
II you the whole picture.

12

''

.6 13

14

15

16
I

17

18 '

19

.

20
.

21
.

22

- 23

24

25

i
-

!

|

!
|
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arl 1 CHAIRMAN RIGLER: Mr. Kampmeier, a'.e the

2 WA rates to the municipal distribution syste a enstccerc

o 3 regulated by the FPC?
,

b 4 THE WITNESS: No, they cre not. They are
.

5 established by agreement between kVA and the distribution'

6 systems. And this rate connittee I referred to of

7 the distributors has continued in o:tistence. It meets with

8 TVA every time any question of rates comes up, and there

9 continues to be changos from time to tin.e, but most of the

10 changes in recent years have bean fairly minor, sert of

11 Polishing the arrangements rather than drastienlly

12 changing them.

13 BY E. N OES:

14 Q Mr. Kampmeier, when you were referring in your

15 Previous answer to large industrial loads, wculd I be corroc'c

16 to state that the large industrial loads for non-federal

installations was on the magnitude of 25,000 kilowatta andg7

18 above and for federal installations was 5000 kilowatta and

19 ve, r ughly?

*

A Well, the second, I think the 5000 above20

f r federal agencies, I think is accurato, if I recall
21

c rrectly. The 25,000 and above would ba only a very22

rough approximation, but that general order of nagnitude,. g

right. Bigger than that in the case of most of the largerg

loads, because most of the larger locds arcm

I

- _ . _ .- - - .-.
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1 served in the larger communitics and the larger communities
2 with a higher ceiling. TVA sets a somewhat higher ceiling.
3 Q Does TVA establish the rato schedules t/aich

b 4 its wholecale costomers must employ in retail se.lec?
5 A Again with your permission I ticuld char.ge the

*
,

6 question to say are these established by mutual agreement,
7 because otherwise the answer is no, TVA does not establich
B it. But they are established by TVA and the distributors
9 rate committee in consultation.

10 Q Is it not true that the tiholesale distributor
11 contracts contain standard provisions opccifying the
12 wholesale rates, the resalo rates, and the conditions ur. der
13 which the power is to be distributod?

;

14 A Yes, they do. That is correct. Those

13 provisions are developed through the mutual agrccc.cnh

16 Process that I referrod to, and then in effect

17 its majority rules, you might say, after the rata

18 committee and TVA agree on something. Then this ic the

s'r.andard which is applicable to everybody.
|

19 '

20 Q You say its majority rules. What does that majority
-

21 consist of?
.

'

22 A The majority of the distribucra as

23 represented on the rato committee and TVA. If they ranch.

agreement on a modifi'ation of the rato provisions, then24 c

'

25 those become applicable to everybody.

__ __. . . _ _ _ _ _ _ . _ . . . . __ _ . - .
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1 Q Is ityour view that the rate ec=mittee has

2 equal bargaining power with TVA in connection with the

3 setting of rates?3

4 A Oh, I guess as naarly equal and practical.,

*
5 It sometimes seemed to ma when I was working trith thom.

6 that their bargaining power was a little graator thnn

7 ours, but I guess that is not fair, it probably war.i't.

8 They were a little more willing than tie, for,

9 example, to go to members of Congress and say, ''Lo ok ,

10 can't you put a little heat on TVA and get them to be

11 more reasonable," and so on.

12 0 Mr. Kamprteier, is the purpone of the joint

13 establishment of retail rates for the wholecalo cuatenera of
7

14 TVA to prevent competition among the wholeccio cuatemara?

15 Prevent rate competition?

16 A No. Actually while there are ctandard cats of

17 rate schedules, not all the distributora soll pcuer at the
|

18 same rates. There are a series of rate schedulco.

19 Those who are able to soll pcwer at lower rates do, they

'

20 Operate on one af the sets of rate schedulen which is lowcr
.

21 than the set their neighbor may be operating on.
t-.

22 There is no -- there is not a postago champ retail

23 rate in effect. There are a series of standardized retail.

y rates. '

|
'

25 MR. REYNOLDS: Could we take a five-minuta'

|

|

:
.

4

- _ . . - . . , . .. . ~...% . - - . . .+-
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I
break here?

2
CHAIRHAN RIGLER: All right.

3, (Recess.)
,

4 BY MR. REYNOIDS:
'

5 0 Mr. Itampmeier, I believe in responso to the.

6
question I asked you just before the brenh, ycu indicated

7 that there were a series of standardized ratou which
8 the wholesale customers could mako a selection fro:a; ic'

9 that correct?

10 A Well, again "make a colection" uculd be not

11 quite ' accurate, because again it ic done by agro ment
12 between the distributor and TVA.

13 But there are a series of rates, any cna of

14 which might be more suitable than the other for a

15 particular distributor in light of its financial situation,

16 the nature of the service arca and so on.

17 Q And thece standardized ratos are specified ,

i
18 in the wholesale contract, the one that is agrood to; i: I

19 that correct?

'

20 A That is correct. 1

21 0 Do the rates diffor among the neighboring
_.

22 wholesale customers, because TVA does not think that thoro
!

23 is any competition at the retail levol? Rato competition?.

24 A Well, the rates differ because the costs differ.

4

25 These are essentially nonprofit operations, c.nd if it is

i

. - _ . _ . . - . - - - - .
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1 possible to operate at a lower cost than your neighbor,

2 then the rates at which you sell to the consumers tro

3 lowerthan those of your neighbor.,

c.
4 Q Is that the basia for the different standardi::cd

.
'

5 rates?

6 A That is right.

7 O Would TVA allow a wholesale cuntcmer to chango

8 his rate in order to compete for a wholocale cucter.cr?

9 MR. CHARNO: Objection. I find thet questicn

to unclear.

11 MR. REYNOLDS: Strike it. I will ask it again.

12 BY MR. REYKOLDS:

13 Q Would TVA allow a wholesale customer to

14 deviate from its contract retail rate in order to co.r.peto

15 for a retail cuatomer?

16 A TVA would not allou a distributor unilaterally

17 to depart from the agreed rates for any purpose.

18 Q On pago 4 of your direct testimony, you indicate

19 at the top that come of the studies that you participated
L,

.

20 in have yet to be implemented.

21 A Right.
,

22 O Which studios are those that have yet to ba

| 23 implemented?'

|
24 A Well, the one that comes to mind particularly

-~

25 is the one referred to on the bottom of that page,

. . , _ , _ _ _ _ _ ._.
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1 " Comprehensive Coordination of Electrical Sycto.c in
' 2 Central American and Panamn." I

4

3 This was 1cokcd at an a pretty 1cng-rango i3 ,

|f.~
; 4 proposition, and the steps toward implementing it will . I

|'
5 come along as loads grow, as the cystems find the circam- '.

|
6 stances become attractivo to proceed with interconnection

7 arrangements and so on. "

contors
8 The load /of these Central Amarican ccun| :*.c.a

9 are typically, say, perhaps 200 niloc apart.

10 And you don't build a 200-mile connection for a very

11 small level of load. As 'the load grous, it hoccmes

12 increasingly attractive. Most of these cituatienc, I
i

, 13 think, would be attractive today, I assume. But you r.lco ,

14 run into questions of -- !
!

15 C3 AIRMAN RIGLER: I don't mean to cut you off,
!

16 but we are getting pretty far afield. Mr. Es.-yncids ached

37 the question which have been implemented;. if vou can i

1
18 answer directly, just pauco there, and maybe as tr.uch

19 background information that takes us down the right. |
1'

20 TIIE WITNESS: Right. Okay.
.

21 MR. REYNOLDS: Thank you. ;
;..

.
22 BY MR. REYNOLDS

i

23 0 Mr. Kampmoier, vill you des = O c the
,

|

| g arrangements between the Basin Electric Pouer Cceparativa

C and the U. S. Bureau of Reclam tion to which you refer ..ong

1

-- . .. --. -- - ..
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4

1 page 4 of your testimony?
;

2 A I will try.

3 Again this involves going back quite a ur.yc in
.

^

( 4 my memory. But essentially it is this:

* 5 U. S. Bureau of Reclamation has an c:tuncive,

6 system of hydroelectric plants, many of them in an area

7 in which the Basin Electric Power Cooperative has r.cabern.

8 And the Basin Electric Power Cooperative has steam electric

..

9 generating facilities.

end 7 to

11

12

13
.

I14 g

15

16

17

18

19

20*

21

i..

22 I
l

23 ;
.

24 |
1

( 25
i

i -|i :

I
, _. _ _ _ _ _ .____ . _ _ . . .__ . _ .
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bwl 1 The members of Basin Electric Cooperative buy

2 power from boch, from the Eureau'of Racitclation and from

3 Basin Electrics partial requirarants contracts with each..

C 4 The arrangements between Basirt Electric cnd the,

.

'
5 Bureau are for'the purposes of achieving the most offactive

6 operation and planning and development of the Bureau's

'

7 hydro projects and trans:sission linoc on the cne hcnd,

8 ent! the Basin steam electric generating capecity Gnd t.rcus-

9 mission lines on the other hand.
i

|

10 g Does the agreement provide for equal percentaga

11 reserves?

12 L Frankly, I don't recall. I am not even cure that

13 it providas for th aring of reserves in the nornal conse

14 of the word.

15 No, I simply don't recall, I am sorry. 1

16 g would you describa for me the intorconnection

17 arrangement between the Central Pcr.ver Electric Cooporative

18 and the Basin Electric Power Cooperativs that you rantiened

19 on page 4 of your testimony?
%.

'

20 A Yes. Again having in mind the Chairman's

| 21 admonition, I will try to be brief' esid'then if Y dcn't answer
,,

22 sufficiently to muit you, you can ask me to pursus it further.

' "
23 This is a case of Central Power Electric

24 , cooperative having a steam power plant, Basin Electric Pcwer,

25 as I mentioned, had so:ca steam electric plants, and this

i

. _ - . -. .
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1 provides for the coordinated operation of those planta.i

2 0 Is that an agreement that provides for equal

o 3 percentage reserves?
,

b 4- A I think it deer,, but, again, I am not cure that
.

5 I recall specifically..

6 g Does'it provide for joint plant construction?

i
7 A I don't believe so, because I don'ti think that

8 Central Power Co-op intended to install any more genercting

9 facilities.

10 G Why is that?

11 A They preferred to buy their additienal requirements

12 from Basin Electric.
g

Do'5you know why that is?
-

( 13 g

14 . ,,A Yes, because Basin Electric has not only

15 a considerably larger plant, but a cheaper feel supply and
'

16 could sell power to Central cheepar than Central could

17 *Xpand its own supply.

18 The Basin plant is pract cally right on top of a

19 coal supply, and the Central plant is not.

~

20 0 Are they going, to participate in the cwrership

21 of the Basin plant, or are they going to buy it whoicsale?
.

22 A Buy it wholesale, but sinca Basin Electric is

. 23 a transmission and generating cooperative, which contrcl Power

24 Electric Cooperative being one of the members, I

25 guess it is a matter of semantics. Tha co-op : cad.:ers,

.--- .. - - - . . _ - - -
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1 including Central, you might say, own Basin Elect:gic.
2 g You also, on page 4, rafer to work you did with

t

b 3 the south Carolina Public Service Authority in negotiating,

C
' 4 ' participation and coor:lination . arrangemente with the

S , CARVA puol.a

,

6 A Yes.

7 % Could you tell us what your role was in that
8 negotiation?

9' A Yes. I was advising the South Carolina Public
toi service Authority, participating with it in efforts to cbtcin
11 membership in the CARVA pool for the Authority.

I

12 Those efforts did not succosa, in fcet, thc- i

CARVA pool was disbanded before the nogotations were brenght13;

14 to any culmination.

|

15 g why was the CAnvA pool disbandsd?

16 A I have my own auspicions, but I den * t think {
'
'

17 I better testify with regard to suspicicus.
18 ' S Were there not at least three bcsic problems
19 which had to be resolreu before the South Caroline Public

.

Service Authority could become a member of the CARVA pool?20

21 ' A I suppose at least three, yos.
,

22 : S would it be accurata to charactorize at least:

- 23 three of the problems as disparity in lize, tha fornula
24 for fixed capital charges included proE. cions for ta::es,

25 fSn~s 'tsrritorial . integrity of the ccupanies :tust he maintained?
.

. _ _ . , . - , . *** ''
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MR. GARNO: Could I have that question back,y

lP ease?2

(The reporter read the pending quection.)3,

{' 4 THE WITNESS: It would be correct to esy that those

" , "*** "" * ""I "' * "9 E' " ".

5.

their eyes. I didn't consider they were necescarily probic s..

6
.

BY MR. REYNOLDS:7

O What was your undaratanding of the nature ofg

the problem that related to the fomula for fixed capital
,9
|
,

charges, ir.cluding provisions for taxas? !10

MR. GARNO: I think I will object to that |

question as a mischaracterization of the Witnecs' prior

testimony. I have no problem with .it being appropriata1y

phrases.

GAIRMAN RIGLER: Do you wish to rephraso it?

MR. REYNOLDS: Not unless I am ordered to.
16

GAIRMANRIGLER: Let's hear it again.

(The Reporter read the pending question.)

G AIRMAN RIGLER: How does that differ fren his
19 '

previous testimony? '

,

MR. GARNO: His answer to the last quaction

"

was, he didn't regard those as problems, but these !
~ t

~ were statements made by the companies. i
. 23

i' * '
GAIRMAN RIGLER: Restate it.

24 !

.

_. _ _ . . ___ , . . _ _ . . . _ . . ._ ..__.
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{
BY MR. REYNOLDS: j

' w5 2 g What is your understanding of the nature of the,

3 1
5 problem which I have referred to as a problon regarding the !,

'

formula for fixed capital charges, including provisiena for
.

S.

taxes?

O A Well, I am not sure how well I recall. The companics,

7 I think, raised a number of sub-iter.s hero. For exxuple,
8 there was some protrision in South Carolina for the pnynant of
9 a half million taxe on certain kinds of cales and tharo we.c

10
.

a question of whether this tax might be paysble by ths utilition j
.

11
on deliveries to the Authority, and not by the Authority, ;

!

12 on deliveries to the utilities, and whether that would croata E

13 questions of unfairness. '

i

It seemed to me a simple enought matter to simply f
14

i
15 provide that whatavar the savings of the transaction were, !

16 they were going to be shared and this question would fall
i

17 by the wayside.
i

18 There was another sub-item having to do with ths ;

19 nat'ure of the formulas in the CARVA contract having bate: |
!.

20 developed with the companies' fixed chargas in mind, and a |+

| i
21 fear on their part that they might not have that, if the ;

|
22 system were brought into the pool, these fi::od charges wara |

i

23 determined . determined delivery.-
t ;

i24 I don't know, there were several, I don't recall '

'
i

25 all of them, but there were several su5-items in this ganeral

i .

. _ _ . . - _ . . _ . . - - . . - . ----- . . - - - -
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1 categon , most of which struck me, frankly, as beingbw6

2 raised for delaying tactics, rather than an matters of'

3 substance.o
,

( 4 S When did the CARVA pool termiante?
-.

5 A I don't recall.*

6 g Might it have been in July of 2^707
,

7 A I guess it might have been. I certainly don' t

8 think it was any later than that. At least, my reicollection of

9 it is it is not any later than that. Whether it is

10 any earlier, I don't know.

ESS 11

12

'

13

14

15

16

17

18

19

.

20

21%

22

23.

24

..

25

. . . . _ . _ _ _ _ _ _ _ _ _ . . _ _ _ _ _ _ . _ . . . .
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! arl 1 Q Prior to the time of termination, is it not true

e 2 that the South Carolina Public Service Authority ceased

3 its interest in seeking membership in the CARVA pool?
5

' (' 4 A No, I don't think that that is a correct utate-

* 5 ment. I think it ceased pursuing the matter very actively,

6 because every time it asked for a meeting, there wac

7 considerable exchange of'correspondenca, and delays, and j

8 one thing and another. Then a meeting would be set up,

9 and then it would be postponed again, and so.on, and

to they sort of got discouraged.
.

11 Q Did the South Carolina Public Service Authority !
:

12 not enter into an interconnection agreer::ent with

t
13 the South Carolina Electric & Gas Co-op in Noveaber of 'C97 *-

(

14 A It entered into a new one with them co21e tir.e

15 along about then. It had already had one come tima I

i

16 before that.

I
17 Q Would you describe for me what the interconnec-

|
'

18 tion agreement with South Carolina Electric & Gas

19 provided?

20 A Which one? The earlier one or the 1969 onc?,

21 Q November 1969.
"

22 MR. CHARNO: The Department would object again

("
23 as beyond the scope and of questionable relovancs.

.

24 This interconnection agreement is not referred ':o

- 25 in the witness' direct testimony. I have no idea whsther
,

>

..- . . . . - - - . .-. -
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1 he has any familiarity with it, or whether ha participated
2 in the negotiation of it.

3 MR. REYNOLDS: The witness has already, in his,

b 4 direct testimony, indicated that he was involved with arrangaj-
* 5 ments which he has characterized as coordination arrange-,

6i ments in varying degrees concerning South Carolina Public
l

7 Service Authority, and the systems then in the CT2VA pool,

8 including Carolina Pcwer & Light Co-op, Duka Pcwor Co-op,

9 South Carolina Electric & Gas Co-op, and Virginia 21cct--ic

10 Power Co-op.

11 I think I am entitled to explore the extent to

12 which he has been involved in that kind of a situation, and 3

13 the extent to which it may or may not relate to uhatevar

14 his testimony is in this case.

15 MR. CHARNOa That is not the focuc of the

16 question, however. The focus of the question vas, did he
,

i
17 know about the terms of an interconnection agreement, without j

i
18 any specificity prior thereto as to whether he had anything '

gg to do with that interconnection agreement.
I
1

I20 MR. REYNOLDS: His testimony indicates that he.

i
!

21 did. He says he was involved with arrangaments, coorni.a-
"

22 tion, concerning South Carolina Public Service Authority

23 with the systems then in the CARVA pool.

y MR. CHARNO: I have no objection to your

25 asking him whether he had anything to do with the

i
1

- - . _ _ . -. - .-._. - - . . - -
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1 interconnection agreement, or I would be happy to do it
- 2 on voir dire.

3 MR. REYNOLDS: I will ask him that question.>

< ,

c. '
( 4 THE WITNESS: The question is did I help to I

5 negotiate the 1969 interconnection agreement? l*
, -

I
.6 BY MR. REYNOLDS:

-

7 Q Yes.

8 A No, I did not.

9 Q Did you have any knowledge of that intcsco.?.nec-

10 tion agreement?

11 A Yes, some. The situation was that not only was
i

12 the Authority losing patienco, but I was, too, and I had j

13 other consulting assignments that seemed to be mora fruitful
!

14 to pursue than that one. f

15 Q Was it your view in connection the necictiatienc

16 on behalf of the South Carolina Public Service Authority |

37 and the CARVA pool that the Authority should adapt itcelf

18 to the pool arrangements?

jg A Not necessarily, although I would have felt, I

20 think, if that is what it took to work out the coordina-.

21 tion arrangements, it probably could do so.
'"

22 But basically our objectivo was to find the meet E

23 effective means of coordinating the operation and the
.

g development of the system of the Authority with those of

these other companies.
_ 3

! i
i ! ;

. - . - - . - - . . . _ . - - . -- . . . - - .. ,
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1 Q Did you feel that the matter of maintaining

2 the territorial integrity of the companies was sonething

3 that was entitled to sericus consideration?,

4 A Ko, not really. I thought first that it was a re6

#
5 herring, and second that this would have introduced questions.

6 of public policies, state policies, which should be dealt

7 with independently of the question of public policic.3 cf
_

8 achieving effective coordinated operation and devc1cpment.
'g O Do you recall attending a meeting between the

10 CARVA pool executive costittee and the South Carolina

11 Public Service Authority in June, on June 20, 19677

12 A I recall --
t

I
. 33 O At which the matter of territorial integrity
(

14 was discussed?

15 A I recall attending one or more meetings. I don't |
| '

16 recall the dates at all. It could very well have bccn that -
'

37 date.

18 Q If I were to advise you that the minutan of the

w,. June 20, 1967 meeting I just referred to stated that you,

3 had said during that meeting the question of territorial*

21 integrity needs to be given a lot of thought, and
, . .

22 that the Authority should explore all possibilition, ard

23 do as much work as possible in justifying tais, t:culd you
.

24 have any reason to quarrel with that representaticn?

( A I think whethr I would quarrel with it wouldg

,

1 i

. . . . - -- -_. . . - ..
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1 depend on the conte::t in which that was put.

2 As I recall it, my feeling was that if the
'

|
I3 companies wanted to pursue that question as a separa"--3

|
' *

n' 4 or parallel question, the Authority ought to be quito

*
5 willing to spend whatever time was necescary to pursua it.,

; ;

l

6 But I didn't feel that it was a preraquisito
. )

7 or should be a prerequisite to pursuing '. chat needed to'

8 be worked out to achieve coordination.

9 In.all probability, any e::plcration of the

to service area question probably could be dealt with r. ore

gj expeditiously than the other, and I didn't feel that

12 the Authority ought to be giving the companies any more

13 excuses than necessary for dragging its heals on the ;
o
(

14 coordination question. i

15 Q N you recall stating at that meeting that

16 when people enter into an agreement, they nhould do so

j7 with the idea of working together, not creating problema

18 for each other, and in looking ahead, not backward to::ard a

jg more desirable way of getting things done to the ben 2 fit of

20 all parties?*

21 A I don't recall at all saying that, but I would |
, - , .

22 I certainly subscribe to that as being a desirable cbjectivo.

i . 23 0 And w uld you subscribe to that as being a
(

.

! 24 desirable objective with respect to any power pool that
!

| C you might be talking about?3
1

1

I

I.

-. - - - - _ - . - . -.
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1 ! A Unless there are some words in there that oscape

2 my attention at the mcment of hearing the.n, I uould say I '

'
\

3 should have no problem with it.
>

.

f' 4 It seems to me that it is very important to tackle
i

5 these questions with the mutual objective od doing the best !
*

-

I

6 possible job for the ultimate consumers, and that thic t

|

|7 means trying to work together to solve problems, and not ;

8 trying to make problems for one another,

g To expedite finding solutions rather than to '

i
10 drag one's heels and so on.

y; Q Would you subscriba to tho view that the ebjectiva

12 of all the parties who are contemplating me.mbcrchip or who

g are members of a pool should be to look ahead, not back- I l

14 ward, totrard a more desirable way of gotting things dono |
.

I l

t the benefit all parties?
{15

i
16 MR. CHARNO: Oculd I have that qccation bach,'

!,please?g

18 CHAIRMAN RIGLER: It is the same cna you just

gg asked, Mr. Reynolds.

!
20 MR REYUOLDS: I didn't get an answer. That

.

is
21

rre t, Mr. Chairman.

"
g CHATRMAN RIGLER: I think you did.

Let's move on.g

MR. REYNOLDS: Are you instructing the witnessg

not to answer the question?s

i.

a

, _ . _ . . . _ _ . _ . . . -. -,- - - - - - -

M
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1 CHAIRMAN RIGLER: Yes, I am.

~ 2 Let's move on.

3 BY MR. REYNOLDS:,

( 4 Q What is the arrangement, Mr. Wampacier, &ct
'

5 you are referring to between the Secth Carolina Public.

6 Service Authority and the Southeast Power Administration,

7 Central Power Association, and others?

8 A Well, again, trying to cover it very briefly,

9 at least for a first answer, Southeast Pcwer Administration

10 had certain amounts of power available which, some cf tdtich

11 were sold to South Carolina Public Service Authority,

12 which in turn included them in its resources for its sales

13 to Central Power Association and others, and Contral

14 Power Association and others asked whether it wouldn't ha

15 possible for them to obtain that pcwor directly frcn

16 Southeast Power Administration, rather than for it to be cold'

17 to the Authority and included in the power sold to them.

18 And so we worked cut -- I helped work out an

19 arrangement where that was ccccmplished, the effect of uhich

20 was that Central Power Association and others became*

21 partial-requirements customera of both South Carolina Public
-,

22 Service Authority and Southeast Power Adminictration, and

23 South Carolina Public Service Authority whcoled pouar for.

y the other parties from Southeast Power Adminictration to

(. central Power Association and others.25

- - - - . ._ .-. -- ._. - .
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1 Q Were there any privately-owned cyatenc invol' reg 7 |

2 A Not that I recall.

3 Well, yes, I suppose you migh: cty there ucd2. *

>
~ c

( 4 By privately-owned systema, we tend to pnt:1ps imply an

5 investor-owned system. f
-

,

6 central Power Association is c privately-cwncu

7 system and so are most of the others involved. Th.,rs i
i
I

8 were certain municipal systems, but most of them uire. 1

19 mutual associationa for consumera. They are privately- ;
|

10 owned, but they are consumer-caned rather than ins astcr- 1

I
11 owned.

12 O Were there any invostor-owncd cyctonc?
i.

13 A Not that I recall.

14 Q Do the South Carolina Public Se::vico Authorf.ty :

15 and the Southeest Power Administration and Central Elactric
i .

jg Power Co-op all compete with etch other for rctcil

g7 customers?

18 MR. C&WNO: By Central Power Co-op, do y n n En

19 the Central Power Association? | |

,

73 BY MR. REYEOLDS:.

21 Q Let me ack you by way of clarification,
-,

22 Nr. Kampmeier, is the Central Power Ascociation ths. -
t ,

i

23 strike that.
.

y What is the Central Power Association?
,

( and 9_ 3
1

l
'

.

|

.--_ - _ . . . . - . _ - - . -- - - - - - -|
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wl A It is an associntion in the natura of a gercratingb
'2

transmission cooperative, whose mambars are . distribution

5 3
electric cooperatives in South Carolina. It buys power !-

[.s
- 4

from South Carolina Public Service Authority and Southcaat
.

5-

Power Administration, sells power to member cooporativec.

6
g Let me go back to the othar question end ask you |

7
whether the South Carolina Public Service Authority, Southenst

-8
Power Administration and the Central Electric Power Cooperati;ua

9
of the Central Electric Asscciation, ccapete with onch other

to
for retail customers?

11
A South Carolinia Public Servico Authority and

12 Central Power Association and members of Contral Power
I 13

Association do compete with one anothar for servica to ocin

14
retail customers.-

15 As f ar as I recall, Southcactorn Feucr Meinictratiott

16
does not, it has limited itself exclusively to sales at whole-

17 ,,1 ,

18 0 Yo1 indicate there is some competition for

II
cartain retail customers. What is the natura of the competition'

.

20 A The competition is most lively with respect to

21 industrial loads which might request aervice from a South,,

22
( Carolina Public Service Authority or from one of tho

23-
cooperatives or from both, and each would offer a carvica

24 contract to the industry and the industry would dacida
t

25 which one he wanted to buy it from.

- . - . - - - . . - - - - . . .-. . . -

-, - . _ . -
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I

O I see. Is that without regard to location?

A More or less. The reascn I said sace, is that it

3
is obviously that one of the distribution cooperatives

.

n
4

wouldn't be likely to corapete for a load 100 milco x,my
,

'

5 from anything he was already serving.

6
% Is that competition without regard to the si:;o of

7 the industrial load?

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

,

9 but I think so.

10 g Do thos sama utilities compoco among themsolvec )
1

11 at the wholesale level?
'

12 MR. CHARNO: I thinkta have talked about different |,

| ,

( 13 groups. For clarification of the record,would you |

14 reiterate the parties you are referring to new, spoci'fically?

15 MR. REYNOLDS: South Carolina Public Servico
|

l16 Authority, Southeast Power Administration, Centr'al' B~uectric

'

17 Power Cooperatives of the Central Electric
!

18 Association.
'

t
. >

19 MR. CHARNO: Central Electric Powar Cooparativos?
.

20 MR. REYNOLDS: That is right.

21 THE WITNESS: It is Central Power Associatica...

22 Yes, I think the answer is, they do compete with one another
~

23 at wholesale.

24 BY MR. REYNOLDS:

25 g What is the nature of that cenpetition, as you

|

|
. - - .

_ _
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1 understand it?

~

2 L Well, I illustrated one facst of it by referring

3 to the fact that Central PoJer Association and its u.Ombars,
{,

4 specifically its members, I cited that they would prsf:ar'

.

5 to buy power from Southeast Powar Administration directly,*

**

6 and so that, as the result of that competition, that service

7 was transferred from the Public Service Authority to the

8 Foutheast Power Administration, with the Public Servica

'

a Authority doing the wheeling.

10 Another instance, one, at least, and I think

11 there are othors, but I recall ene, upecifically at the*

12 moment, of the custorcer of Central Power Accociation,

is also a customer of the South Carolina Public Servica( 13

14 Authority,both supplied under a partial requihJ2 ants centruct,

and the distribution system treats the tuo suppliers as15

16 competitive suppliers in de.ciding what to buy from cz.ch. !

\-

I don't recall how many of the latter sorts 1
37

i

of istuations there are, because this is not a subject
18

19 in which I found myself involved;

.

20 My activities .here waro involved in the

situation that I desci-ibed, and not in the transactienc bet:socri
21

,,
:

central Power Association and its merfoers and those of ito |

, 22
)(

members who were also buying from South Carolina Public- 23

Service Authority. !24 l

Al I kncw about those 10 really heracay,
25

1

and I probably have no business referring to it cc ell.
.

\

|

. - . .

*
. . . . .. . . _ . - - - _ . - . .
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1
g What studies . 2 you do of the New York power '

!

{ 2 Pool to which you refer on pags 5 of your direct ter.timony? |

1

3 3 A This was largely by way of reviewing, at the
,

(. request of the Public Servico Corsaiscion, staff studios,
,

4 ,

I
*

5 studies by its staff, which were being developed in I-
_

! !

6 consultatica uhh the members of the Now York power pool, j

.

7 natt I was asked for co:::: cents, ideas, and so on.

8 g Can you describe tha ecg stition wh?.ch te.cs

9 place among the members of the New York Power ? col? '

to I don't think I could do that Tsution justico, I
L

I am not that familiar with it.gg

12 S Do you think there is any competition which takes
i

( 13 Placs among the members of the Now York Pcwer Pcol? |

I iA14 Yes, I remember at 1 cast one situation in t:hich
!
h

15 there was very lively competition betusen Niagara 4bhc.uk

16 Cosapany and Consolidated Edison Company for a block of

power that the Power Authority of the Stdte of iTdv York hadg

.v uabl. for temporary period.
I

,,

g Do you mean that each of them was trying to buygg

'
20 power fr a the Power Authority of the Stata cf New York?*

'

A Yes.g
'

S Is that what you call competiticn?

g In that case it was competition for the purposoA
,

-of a-Tilock of powar, right. That io not perhaps the acrog i

i

usual situation in t.taich you are cc=pating fro custenors, ratbr |g
!

k
,

4

, , _ , , , , , _ _ _ _ ---e - - - - ~ ~ ~ ' - ~ ' * '
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1

than power supply.
'

2 )
G What was the nature of you activitics in "

'

? 3-

connection with the Jamestown,New York system and its Ig
'

.g

arrangements with the Power Authority of the State of.

5
New York, and with . Niagara-Mohawk Power Corporation?

6
A. Jamestown, for many years, had been generating

7
all of its own power requiremwnts, and it had had discussions

8 *

from time to time with the Power Authority of the Statn of

9
New York about buying some power from the Pcwcr Authority,

10
Those explorations had novar ccme to any

11
conclusions, and I was asked to see if I could help bring them

12
to a conclusion, which we did, and we arrangsd both to obtain

' I3
for Jamestown some partial requirumanta pcwar fro t tho Pcwor

14
Authority of the State of New York and to have that power

15
wheeled to Jamestown by Niagara-Mohawk Power Corpcration.

16
We did not succeed in working out as coreprehensive

I a wheeling arrangement as I think would have bsaa' to ths
18

benefit of the consumers, nor as comprehensin, nor opportunitis :s

that I think could have been developed for such matters as,

20 economy exchange

21
so this is a case where I would say the

22
negotiations achievsd their primary purpose, but did not

.

23 achieve all of the benefits that might have baon obtainablo

24 with greater proper spirit by all concerned, cnd a

25 willingness to look forward, not back.

i
. . - - -

_
, ,
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1 S What was the cause for the delays in the negotiationn

-,, 2 between Jamestown and PASNY?

' 3 A The'ocrlier delays, prior to the era I refarred,

I, - . .

I4 to? Is that what you are asking'chout?
a . ,

* 5 ,' S Yes, if you know.
-

6 A My answer would havo'to' L-6 heafscy.
,

7
I

ES10 8

9 -

10

11

12

l
13 6

i i

14

1

15 |

16
|,

17 |

|
18

19
e

20

21
,

22

* D

24

25

.. .. ..
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arl I CHAIRMAN RIGLER: He has invited it. Go

2 ahead.

3 3 THE WITNESS: Well, Iny impression waa th2t

4 each time a question came up there was a feeling on the
~

5 Part of the city that they usrc the victim of buck-pnasing,.

6 that questions asked of the Pcuer Authority of the

7 State of New York were referred to Niagara-4Ichud: and

8 questions asked Niagara-Mohawk were referred to 2.?E!TI, and

9 they would get impatient and say we are doing chay by
!

10 ourselves, we will keep on doing that for a while longer.

jj j BY MR. REYNOLDS:

12 Q Will you describe for me your role with tha

13 | Lincoln, Nebraska system and its negotiation Uith the
( |'

j4{ Nebraska Public Power District?
I

jg j A Yes. I was a consultant or adviser to them

16 in those negotiations. I also in due course testifisA as

17 a witness for Lincoln in a litigation between the two

Ndes .18 ;

39 The basic proposition was that an agrecuent
1

20 had been made quite a few years ago for a coordinatzd* '

21 peration of the two systems if as and when Lincoln went

22 into the generating business, chose to generate sema af

L I
its own pown.g,

p This point was being reached, and thor: wa:

disagreement as to how the contracts were to be implenanted,
25 g,

i

|
.

1

_
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1

1 applied, what new provisions might be needed, and so on. '

r. 2 And it was in that regard that I was conaulting

'
3 with them.0

6
-

4 0 What was the nature of the dicpute that wac

|~

. 5 involved?

6 A Oh, there were quite a number. One of the

7 more difficult ones seemod to be this, that Lincoln had
1
i
t

8 arranged to buy part of the output of a nuclear plant,

9 Cooper Nuclear Station, that was built by Hebraska Public

10 Power District.

1; Lincoln was also buying a block of pcwor frcn

12 the Power District which had initially been sufficient I
!
,

13 to cover its full requirements, but was not going to continue; |( '

1
s

14 to be sufficient. '

15 The intent clearly vas, I think both partica
{
'

16 agreed on this, that the purchased power, the powar

37 purchased -- well, in order to be able to make eacy -

,

!

18 reference, the purchased power block was a no :inun, provided i
t
i

39 for a maximum of 17S megawatts. *

*

20 So let me refer to that as the 175-megawatt

block.21 !
i

e

22 The intention uns that Lincoln was to use the 175 '

23 megawatt block and its chare of the power frca Cooper.

y Nuclear Station together and along with any other genera-

tion that Lincoln saw fit to install, to supply its.g

i

!
-

,

L

- - . . . .. .. - . . . . ._ .
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;

1| total requirements. j
i

r~' 2' And it did see fit to install a gc.s turbino

3, plant, a combustion turbino plant. It was furthoca
,

,,
4 complicated by the fact that Lincoln bought frcm the

.

5 Power District a small, old steam plant in the heart of-

6 Lincoln. These various sources were to be used to supply

'7 Lincoln's total requirements.

8
. The Power District interpreted the contracts as

9 permitting it to require Lincoln to buy the 175 megawatts

to at Lincoln's system load facter. And to buy the po;icr frc;n

11 the Cooper Nuclear Station at the capacity factor of the

12 Plant.

e 13 This created a surplus of energy for Linacin
(

14 j in the off-peak. hours which the Power District argusS

:

15 it was entitled to buy back at incremental cost. '

16 Lincoln didn't feel thiJ Was fair, and the
i
i

17 contract dould not have meant this, and this was therefore i

18 a point in dispute.

19 There were others, but the others would

"

20 take even longer to describe than that one, and I doubt if

21 ! you want to get into all of then,
r

22 , There were questions of wheeling of power fron the
!

23 Bureau of Reclamation, a number of things..

24 0 What was the nature of the question of uhealing

25 , with re pect to the power from the Eureau of Reclan tion?
i

i
;

!

__ _ - - ..__ _. . ._
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1 A Well, the Bureau of Reclamation ha.d allocated
i \c 2 various amounts of power from its hydro resources.to ! |

3
3 various areas and communities and so on. And in the case

'. 4 of IIebraska, there had been a sort of a lump sun alleca- !

! |", 5 tion with the understanding that if individual "o.T.munitics
6

wanted to pick up pieces of this, they could, t.a6 if not j
i7 the Power District buy the power.

8 -

There was also a provision as to the terris i

9 under which power would be wheeled by the Powar Dict:iict |

for the Bureau, how much of that charge would be paid b-1 the !10

11 Bureau and how much by the purchasar of the power. |

|

12 Again there was disagre e.ent as to just !
i '

t 113 what these provisions meant and how they ucre to he inter- ;

14 preted when it came to a specific case in point. ;

r

15 If Lincoln chose to exercise its optiens to {
f

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

17 on the 175-megawatt block to which I referred. Lin::oln |
t

18 felt it should not affect that, the Pcwcr Dietrict

19 felt it should, and so on, and so on.

-

20 Q These entities are both public agencice, aren't

21 they?

22 A Yes- Yes, I think you could properly call
;

t
23 them public agencies, right.

|
,

24 0 You say they might be called that; what is the

25 ownership of the liebraska Public Power District?

:

_ . . - .__ .- - , .-- - - - . - ~ ~ -
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A Well, this is why I hesitated a little bit.
'

2r

I am not sure I recall exactly whether there is any

3
3 ownership interest by the systems which it cervoa, or !

,

4
whether it is entirely owned by the State of Nebraaha.

' 5
Frankly, I just don't recall the specifics of |

.

16 that.

7 Q It is true, is it not, that there are no

8 private investor-owned companics that are located or

9 operating in the State of Nebrasha? Isn't that correct? j
i i

i10 A That is true, as far as I know.
|

! |
11 Again, interpreting your word "privato" as 1

12 meaning investor-owned.

,- 13 Q And Lincoln la a municipal system, is that |

14 correct?
|

| |
13 A Yes.

IG Q Do the Lincoln System and the NPPD cenpenc [ ,

i I

17 wit?. each other for electric service or bulk power supply?
'

|
|

! i

18 A Well, a little while ago you sort of challenged !
!

19 my use of the word " compete" when I talked about '

i ,

?20 competing for a resource. They certainly do compete
-

!

I i
21 with one another for purchase of power from the Burcau of

|
0*

-

;22 Reclamation and others.

23 They compete with one another also in terms,

24 of selling power available from the generating stations >

25 and not needed for their regular customers, the markot

+

!

-. -- -_ - - -- -- - . - . . .-
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1 for sales of such power to interconnecting systems.

2 I don't recall what other ways they compete,-

i
s .

I |3 but I would guess there are other ways in u.tich they {3

(" 4 compete.

5 Q Isn't it true that the wholesale -- strike that.
-

,

6 Isn't it true that the wholacalo suppliers

7 of electricity in Nebraska can enter into written agrecments;
i

8 limiting both the area and the customers that they vill

9 serve at retail?

10 A I don't know. It was not my responsibility to

11 get into that question, and I didn't.

12 0 Would you be surprised if I told you that that |
!
4

13 was the result of litigation between the City of Lincoln, i
7

14 Nebraska and the Nebraska Public Pouer District? j

15 A Yes, I would be surprised.

i

16 Q You don't know anything about that? I

A No, I wasn't aware of any litigation other thnnj7

18 the one I referred to, and I don't think that was one of

i

19 the results of that litigation.

20 Q On page 5 of your direct testimony, you naho.

reference to coordination of systems in the western statcc21
-

22 to use large coal-fired plants (studied for Peabody Coal

Company). *

;23,

What was the nature of your activity in thaty

regard?3
I

i
,

.- . - - - -- . . -.
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1 A I was the consultant to Peabody Coal Company,

-- 2 and I helped them to arrange for the caplo;=ent of a

3 consulting firm who could provide more divorce talents

i 4 than I could provide on this question, and I worked with the

5 other parties, Peabody and the consulting firm, to cccploro-

,

6 as a paper study the feasibility and probable desirability

7 of getting the developments of some of the verv

|
8 large western coal reserves, and I should have perhala

9 mentioned sooner that this was a study made wall over 10

yearsago,toexplorethedesirabilityandfeasibilihof '

10

11 developing some of these huge ucstorn coal reserves to usto |
!

12 them in large generating stations to produce pcwer |
t
i

13 which could be wholesaled to the various olcetric utilitics i
( l

14 within transmission distance which we were defining for |

!

15 p'.trposes of the study pretty generously, it was reaching i

16 quite a long ways.

17 It looked rather promising. I think the

18 trouble was it was about five or 10 years ahead of its j

!

19 time. Peabody dropped the study when they were bicched

i

20 about and merged with the Kennicott Company and I think ;*

21 probably made a mistake in dropping it, because they

#

22 would have in effect been in on the ground floor of a

23 lot of developments that have taken place since, if they had
.

24 pursued the study further.

MR. REYNOLDS: Mr. Chairman, this night be an
,3
!

!
:

!
,

_ . . . - . _ _ . _ . . . . _ _ _ . . - - __- . _ , _ , ,
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1 appropriate place to break for lunch. I en at the end of a

i
^ 2 line. j

:

3 CHAIRMAN RIGLER: ifay don't you take up a nev |3

(m 4 line? We still have about 15 minutes.

~

5 BY MR. REYNOLDS: |.

|

6 Q On page 5 of your direct testir.cny, you refer !
l

7 to the growth and development of coordination arrango- |
t

8 ments in the electric utility industry. |
i

9 A Yes.

10 Q To your knowledge, have thoro been any significan

11 changes in the extent and degree of coordination and !
!
*

12 interconnection among power systems in the past doccde?
t

13 A Yes. I would say there has been a continuing {
l

14 evolution and development, quite a considerable tecunt

15 of change in various regions of the country in the nature i
i
'

16 and scope of the arrangements.

17 Q Would it be fair to characterice the status i

18 of interconnection and coordination among pcuor syctos i

19 Prior to the publication of the 1964 National Pcycr Survey

20 as relatively undeveloped, compared to the present time?*

21 A Yes. But again one has to rcreaber that that |
ia.

22 is sort of a sweeping generalization, and there are l

'

23 certain places where coordination was much further
,

24 advanced than in other places.

MR. REYNOLDS: May I have that ansucr road,25

|
1
|

|

1

. . - ._ . . . . - . .- - . - _ . .. - ,.

|
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1 please?

i
,- 2 (Whereupon, the reporter road frca

> 3 the record, ac requested.)
,

(~ 4 BY MR. REYNOLDS:
.

5 0 By that, you mean there are certain placeao

6 that were much further advanced prior to '54?

7 A Yes.

8 Q What were those arcac?
,

9 A Ch, for example, the Pacific Northwest had
;

1
to gone considerably further prior to 'G4 than come other ;

.

11 areas. TVA and the systems with which it is inter-

12 connected had gone further than many.

13 There are quite a number of arcas that could

(.''
14 be cited and I would be reluctant to try to nano I

15 chapter and verse, because trying to remember what i

16 happened before '64 vs. after '64 and so on gnts to be

37 a little bit taxing on my memory, which isn't as good as
1

g3 it used to be.
|

19 For example, the --

*

20 0 That is all right.

21 ; A Okay.
..

22 : 0 I was going to ask you uhether you are familiar
. I

b with the Ohio Valley Electric Project?23-

A Yes, generally. That was an e:cample of scr.cg.

3 pretty extensive coordination efforts prior to 'G4 in an

!
.

. - , - - . - -
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I area where there wacn't nearly as much coordination --

2 that is not quite fair.

3
| In which coordination in other respects had j>

,

4 not advanced that far. I

~

5 Q Would it be accurato to say that project nac.

6 generally recognized as being a major cuccesa and a

7 contribution to the development of gaseous diffucion -

I

8 capacity for khe AEC?
l

9 A Well, it was, I think, a succocs, a major

10 success. Whether it contr'ibuted to the . development of
-

!

11 gaseous diffusion capacity might be.prgued, because I think j

12 i the gaseous diffusion capacitf was going to be provided j

I !

( 13 ! one place or another and the job would havo been done
{

i
.

14 | one place or another, but this made it pocsible to dc
{

l 8

15 it in a new area instead of the Atomic Energy Cc:rnission

!16 having to group all of its plants in the Tenneccee Valley, -

17 and it was welcomed, therefore, to both the .womic i
i

!

18 Energy Commission and the TVA and the OVEC companics also.
'i

19 Q Would you say that-that was a project that was i )
,

'

20 designed to monopolize the bulk power cupply in the Ohio

21 Valley?
~

l
22 MR. CHARNO: Objection; calling for a legal j

!

23 conclusion from an engineering witnoas. !
.

g CUAIRMAN RIGLER: Overruled.

t THE WITNESS: Would you read ne the question,25

|
'

1

4i

I
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I please7

2 (Whereupon, the reporter read the

3 pending question, as requested.),

b 4 THE WITNESS: No, I think that would be

5-
too strong a statement. I daresay there are certain,

6 aspects of that involved. I think the preject was I

7 designed first and foremost for the purposa of shcwing
8 that a group of power companies could, if they put their
9 mind to it, develop a power supply foi a lar e load

10 t on essentially the same sort of terms and cocts that TVA

11 had been able to do it.

and 11 12

(-
13 )

14 i
!

I16
I l

17

IS

19 .
|

20 |+

.

9

21 |
|'

, ,

22
I

i

1
-

24 |
i

15 |
1

, .

i
.

~ ~ e.w w - e-, ..w.a - m.m.s.-e = mm a ,
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i

3 MR. REYNOLDS: May I have that ancwor read, i

~

bwl 2 lP ease?
i

b 3 (The reporter reed the record as requouted.) ;

b BY MR.REYNOLDS:4
i

5 g In your view, did they make such.a demonstration? I.

l

A Yes, I think so. One might cuarrel about |6
,

r ,

| 7 degree, but certainly not in the general overall result. |
l

i

8 G On Page 6 of your direct testimony, Mr. Kemptr.cier,
'

.

you state that only one percent of the total gonorationg .

i

is am provided by industrial self-ganeratien. tTant icto ;

the souros of your information for that statement? -y,

12 I believe it was the National Pcwor Survey,A

" * * " *"" ""E "*( 13
,

On second thought, I think it may bcra baan frca I
:14
i|

* # ' ""#Y *** * * "15 i

sure about that. It may haw cc=s from scmewhere eles.
16

:

O Let me shw you what is a table taken frca tim !17

|!1974 Statistical Yearbook of the Edison Electric Instituta,

Table 7-S, which is headed " Electricity made available '

19- :
k.in the United States," and ask you' if you could indicac3' "

what that table zaflects to be the total generatingg
,

''capacity for the United Statos in 19747g,

t
1,

MR. CIARNOs Is Ontmeel going to naho thic i
- 23

examination exhibii. availabla to other counsel?

i MR. REYNOLDS I wil.1 show you a copy, if you liko.
;

!

!
i-

!,

.- -,_mnm ..n nm- ..s,

_ _ . _ _ _ _ _ _ _ _ _ _ _ _ .
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1 MR. CUA WO:. I would like to see a copy r

2 prior to the Witanss answering the question.

3 MR, REYNOLDS: All right.
,

* t

(.. 4 MR. CHARNO: I thought it was our understanding |

* 5 that exhibits would be passed out?
,

6 (Document handed to Mr. Charno by Mr. R3ynolds.)

7 MR. REYNOLDS: When you knmr you are going to

8 use exhibits, they will be.

9 MR. CHARNO: I take it thct the Witness, in

10 answaring the questions, is to ignore the notatienc and

11 red-lining and figures that have been added to ths

12 document?

f- 13 MR. REYNOLDS: Certainly.
I

|-

14 BY MR. REYNOLDS:
i

15 0 Let me restata the question I askod you. Would
,

16 you look at that table, Mr. Kampmaier, and toll =e

17 what it reflects to be the total generation in the United

ta States for 19747

'

19 A, Before you restated the question, you cand the
:

'' word " capacity." You are not new using the word capacity.20

21 'I take it you are intending to refer, intending to to tell you
.n

22 'what I think this table means Wien it says generation and hot

23 it applies to the figures for the United States.
-

wei?
24

25

.- -. - . - - . --- _ _ . -
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#13 :
I Q Right. In terms of -- if I said goncrating I

'

arl
2 capacit y, it should be total geno ation.

;

3
> A All right. :

fe

b 4 What this purports to show is the generation f
i

5 in millions of kilowatt hours in various years up thrcugh {
*

.
,

l

6 and including 1974 by various groups of entitics with |
|

7 generation. It shows total generation in 1974 for j
>

!'

8 the United States of 1,967,649 million hilowatt hours.

9 Q What is shown there to be the industrial j

10 generation for the same year?
_ t

j

!

11 A It doesn't show it. It shows the total for

12 other sources which is footnoted as incisding generction -

'

13 of industrial, mine and railway electric power plants.r
!

14 And that figure is 102,688 millionc of kilouatt hours,

i-

15 which would be about 5 percent of the total shown for .

16 the United States. f
i

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

19 A I don't have any reason to doubt their validity

20 as far as they go.
f

*

f

21 What I don't know, for example, without further ;
'

,a

22 checking, is whether the figures for electric utilities

23 there is the total for all electric utilitics, or whether '

.

24 it is a total for those trho report to the Edison Electric !

25 Institute, whether it is Class A systems or all systems. ,

!
4
'

" i

!

.

+ - - - *as-..-- -. .m-* , wn-.
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1 There aro various questions-lik3 this that

2 need to be examined.
.

3 I would hasten to add that if my figure of,

^

( 4 industrial self-generation being only 1 percent of tho

5 total is in error, I wuld be very happy to stand*

,

6 corrected.

7 CHAIRMAN RIGLER: I am curicus mycelf, l'r..

8 Reynolds, where we are going on thic cubject.

9 MR. REYNOLDS: I am not going any further, just

10 to show it is five times greater than what he stated.

11 HR. CHARNO: I take exception to that

12 ' charac terizaticn of thd witneos ' testimony.
1

* \

13 I CHAIRMAN RIGIeER: If he thinks that is what it
i

I

14 j shows --
|

15 I MR. CHARNO: I would like to note for the
i''

16 record there is a difference between generating capacity

17 andkilowatt hours.

gg CHAIRMAN RIGLER: I think tho witnosc pointed out ;
i

19 several distinctions.

20 We will break for lunch now. I would like to j
.

i
|

21 Pick up the pace a little bit. On this last subject we | |

t 1
, '

22 spent approximately 10 minutes.

23 MR. REYNOLDS: Wo may have to spend a little
a

24 more, in view f the colloquy between the Chairman and the

_ . Department.

t
o

h
;

.<w.~ +. ,. -- ~ ~ . . - . - . _ - ~ < . , - .
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!

I MR. CIIARNO: The Department nottid like to ack

i
2 to be furnished with a copy of the exhibits to be used j

3 for cross-examination after lunch, in order not to dolay,

'( 4 the hearing to examine them.

*
5 MR. RrzNOLDS: Certainly. I will be glad to fur-,

6 nish them to you.

7 MR. CIUMINO: The documents being used for

8 cross-examination.

9 CHAIRMAN RIGLER: That is correct.

10 MR. REYNOLDS: What is correct?

11 CHAIRMAN RIGLER: That is correct, the exhibits

12 will be furnished in advance. !

l.

( 13 If you are going to show them to the witness
,

i

14 and ask the witness to comment, sho.7 them to the Depart =cnt |
1

15 in advance. !
i

16 MF. IlEYNOLDS: To the e:: tent I am abic to do it |
!

17 on cross-examination, I certainly will. i

!

18 CHAIRMAN RIGLER: We will come back in 45 minutes.!
!

19 (Whereupon, at 1:05 p.m., the hearing vac |
i
1

20 recessed, to reconvene at 1:50 p.m., this se.e' -

!

i
21 day.)

;

-

22 I
,

( ;

I
'-

23
-----

,

2a

25
,

!
|

| '

. _ . _ . _ _ _ _ . . _ . , _ _ _ . . ___ . _ _ . ___
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13 cont
arl 1 AFTERNCON SESSION j

2 (1:50 p. .)

3 Whereupon, .
,

( 4 ROLAND A. KTJIPMEIER
*

-

5 resumed the stand as a witness on behalf of the Department-

,

6 of Justice and, having been previously duly sworn,
~~

.

7 was examined and testified further as follows:
!

8 CROSS-EXAF1INATION (Continued)

9 BY MR. REYNOLDS:

10 0 Mr. Kampmeier, would you please explcin for me

11 what you mean on page 6 of your testk. mony when you say

12 with regard to the number of mitnicipal systemc, that the

13 number has sometimes rison, more often declined? That is

14 in response to Question 16.

15 A Yes. 1

16 I am not sure I can add anything to what is

17 there.

18 Q What time period are you talking 0. bout?
,

19 A Over the period that I had been referd.ng to,

20 from the period around World War I up until now.*

21 Q By what measure did you determine that the

-

22 decline had been more often than the rise?

\

23 A Well, first, because its number is smaller now
4

24 than it was at the beginning of that period.

. 3 Second, because there were rather extended

i
!
:

- - . . . - - - - . - . - - . - - - , - -. .
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,

I Periods in which there was a fairly continuous

2 decline.

and 13 3,
>

0

. (~ g

5o
O

G

i
t

7

8

9
,,

10

11

:

12 i
i

13
i

,
4

15 |
t
.

16 .

17
5

18
.

19 '
.

t
t ]

! l20* ,

21

a

!

|
,

{ |
. ,

22.
1

% 25

l
:
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S14 1
g Let me show you a page from the 1970 National

bwl 2 Power Survey, it is page 1-2-2, which has teblo 2.1, number

3 of electric utility systems by cwnership clasoification.
,

(' Would you road off the figuras for tha4

5 total number of municipal systema in each of the "yoars-

,

6 cn that table.

A You are referring to tha line "public nonfcdaral"?7

8 0 I think so. I have handad out all of my

copies. Jtcat a minuto, That is right.,

A It is not the number of municipal systee.s, but10

.it would be a reasonably good indsx of the number of municipalj,

12 systems.

M st of these would be municipal systems.13

And the numbers shown are nothing' earlier than 1927, when34

- -
'

'a st bf the decline had taken place.
~~

r
15

At that time .t shows 2,193. In 1937, 1,078.
16

1947, 2,106, 1957, 1890, 1968, 2,075. 4
37

18
.. S Is it not true that the number of those systems

in existen-e in '68, which is the latest year shown on the
39

table, is actually greater than the number in existanco-

20

s na 30 years earlier?
21

^

A No - we1J , than in 1937, rig'.it. lihich, of coursa,22
t
'-

is not the period that I referred to in my testimony.g

0 the period in your testir.ony you are reforring3

to is what, I am sorry?
3

- - - - .. - . -.
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I The 'last SS to 6d years, as shown naar the top ofL

2 page y, 55 or 60 years ago W. ora were 3,000 or nors

3 '

f. municipally-owned systems.
g,

( 4 New there are 2,000 nnd the number - I see nothing
.

5 that I would change about my testimeny |
-

6' S You indicate that the nu:nber of municipal systems
i

i

7 generating their own power has dropped considorably over tho

8' last 50 years? j

l
9' L Right. 1

10- 0 Might not that situation be tha rasult of the

11' e m ies of scale which have lod ' the smaller municipal

12' systems to purchasa wholesale pc r from larger syster.c,

13 rather than continus with calf-generation?

14 L That is a very, very im'portant factor in the

15 pictard, right.

16 9 Is it not also possible that the declin:. in the

17 nsanber of municipalities that are generating their ou power

18 is partially the result of the establishmont of largo federal

19 pfojoots which are now providing power to municipalities at
,

,

20 wholesale from large generating stations benefitting from
'

'

21 the economies of scale?,

oh, there are some buch cases. I don't think22 L
;

23 there are any tramendous numbar of them. I think what-

24 has happened is illustrated pretty well in the area we ars
s

..lecade ago there were at least 10
s.talkingabout,where.

25

L

- . _ . - - - . . . . - - . . _ - . .
-

__ . ._ - .
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bw3- 1 systems generating their own power, and now I think thers in

2 something like 4.

ES15 3>
,

4

-

s..

6

7

8

9

10

11

12

13

14

t

15

16 '-

17 .

18

19

*

20

21
a ,

Ui

l
23 i.

i

!u
i

15
:
I

. - . . - --. .
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arl 1 0 Ware there any municipalitics in the region

2 now served by WA which were concrating their enn power pric2.1

3 to the establish: tent of WA?
o

'

f 4 A A few. I imagine 10 or thereabouts.

5 Q And I believe you have already indicated that-

,

6 thera are no municipalitics now generating their own power !

l
7 which are located within the area served by WA?

8 A I said as far as I can recall and am aware,
.

9 that is true. I can't guarantee it.

I
10 Q Is it not true that the municipal systems served

11 by WA now buy power at a lower prico from TVA than the cost

12 they would incur if they generated that power themsnives?
,

13 A Yes, generally spaaking, that is certain1-j true.
I

*

14 Excuse me. Perhaps it would be helpful if I I

!

15 added there is at least one system uhich distributes
|
;

TG WA power which does generate some power of itc otm. It j

17 is not a municipal system, that is uhy it didn't occur to
i

18 earlier, but Nantahala Power & Light Company generatcc |

19 some of its own power and purchases scmo of its power

20 requirements from TVA under the same sort of contract that.

21 the public municipalities have. I

~~

n Q Do you know what chare of the total nuuber of

'
'

23 electric customers were served by municipal systcms some 50
.

24 years ago?

A Share of the total number of customars?g

|
1

. . _ _ _ . .._ _ . .___ __ --



-- - .z: .:.==..-..=- .+=--.-..---.:..:..-+=.-=.+-.b._..==.==:==. -.:..

5781
cr2

1 Q Right. Electric customera.

2 A I don't have those figures before mo or in mind.

3 I have seen some figures on that. My recollection --

b 4 CHAIRMAN RIGLER: If you don't remember, -just say

5 so.
~

,

6 THE WITNESS: All right. I would rather leave it

7 there, anyway, right.

8 BY MR. REYNOLDS:

9 Q If you have a recollection, am I --

10 CHAIRMAN RIGLER: If you are asking for his

11 recollection, yes.

12 BY MR. REYNOLDS:
g

r 13 Q If you don't know, fine. I thought you were

14 saying you did have a recollection.

15 A I don't have a firm recollecticn, no.

16 Q Do you know whether it was more than 14 percen n

17 A No, I don't know for a certainty.
,

13 Q Do you know what proportion of the total power !
!
'

19 sold by cooperatives is purchased at wholesale from govern-
,

20 ment power plants, either state or federal?-

21 A No, I don't know that, j
..

22 Q On page 7 of your direct testimony you
7

.
23 indicate that according to Electrical World of June 1, '74,

g that in ,1932, 72.7 percent of the output of privately-

25 owned systems was generated by eight large holding

!

I
.

. , - ..-w-m. -.-.r -w... - . - -
-
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1 companies.
,

2 A By subsidiaries of eight large holding{
3 companies, yes.

>
'

b 4 Q Do you know what percentage of the total output !

5 of privately-owned systens at the present tine are generated.

,
i
I

6 by all of the holding companies in the United States? g

7 A No. It is not a tremendously different

I8 percentage than this, but I don't have a precise number in
{
!

9 mind. I

10 Q Let me show you another page from the 1970 National

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

12 of the way down the first column, there is an indication i
i
!

13 of the -- or a statement thero as to the holding companics +

14 in 1970.
!

15 Could you read for me from the sentence starting I
:

16 "These 80 subsidiaries" down to the end of the paragraph? f
17 A All right.

18 "These 80 subsidiaries are grouped into 32

19 holcind company systems controlled by 18 companies which
;

i
. 20 are also operating electric atilities and 14 non-

|
t

21 operating holding companies. Subsidiaries of the 14 non-
|

\| *~ 22 operating holding companies provide 22 porcent of the
|

:
'

i

23 generating capacity of the investor-owned cegnents of the !
| !

-

24 industry. The 18" -- do you want me to go on? |
i

f

25 Q Yes, please. !

i i

| a,,

:

. _ . . _ . - _ _ . . _ . . _ _ . . . , . . . _ _ _ _ ,_
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1 A "The 18 operating parent companics, along with

2 their subsidiaries, provide an additional 17 percent."

3 Q That paragraph would indicate that the 32 hold-

4 ing companies provide some 39 percent of the generating

5 capacity of the investor-owned segment of the industry;-

,

6 is that not correct 7

7 A Of the generating capacity, yes, right.

8 I see no inconsistency, if you are suggesting

9 there is some, with my testimony. In the first place, I was

10 referring to the proportionate capacity in 1932, and then I ;

11 proceeded to point out that the Public Utilities Holding

12 Company Act changed that picture, causing soria of the

i

13 holding companies to divest themselves of some of their

14 properties. I

15 My guess would be that with 39 percent of the

16 capacity of the investor-owned utilities, there would be

17 somewhat more than that proportion of the output produced

10 by those companies. |

19 CHAIRMAN RIGLER: Mr. Kampmeier, I am going

20 to have to caution you not to try to anticipate the question*

21 and answer a question when there is no question pending.

'

22 THE WITNESS: I am sorry. All right.

23
| .

|3end 16 g

25

I I
'

|
|

t

_. _ . . . . . . _ _ , . . -
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BY MR. REYNOLDS:

S Do you knoir what proportion of the total pcuer2 ,

generated by privately-ctmed syste:ac in the United States
3,

.

(~ at the present time i r.nerated by t;he eight inrgast systems?
4

" " "*- #
5,

W uld you e.%-t that to be more or lace than the
6

39 percent f'igure that we just referred to?

* *
8 - --

a In your view, did the consolidation of olectric
g _

systems which took placa between World War I and the ito 1

Igreat depression involve physical consolidaticn of facilitics?

A to a considerable degree, yes. But as I -

excusa me.
13

There is a roference to that in ny testimony.
.

The answer to question 18.

G Was that an undesirable develop:tantpin -ydfif

view?
17

A What? The physical consolidation?
18 -

G Right.

A No, I' think it was a desirable developriant.,

O Were there any - strike .that.
21 .

'
On page 8 you refer to the fact that municipalities

22

were unable to capitalize on the berofits of larger units
| , 23

for various reasons. That is in response to qusntien 207

A Yes.
25

G Would you explain some of those .-

. .. . . - - . - - . .._ _ ..:_ . .
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i reasons to me, please?

2 A. Well, sor.o of them are referred to in ths lasts

3 paragraph on that page. They were limited to their local aroas,,

b 4 scusatimes by choice, but often by restrictions on their legal
~

5 rights to opeYate outside those areas or to join with otherc3

G in financing generating capacity.

7 The consolidation of service areas simply was not
8 the logical course for systems owned by individual

9 municipalities, as compared to it being a logical

to course for investor-owned systems.
/

'
1I g Why do you say it was a logical courso fo'r

12 investor-owned systems and not for municipal systems?
,

13 A. Well, because two investor-owned utilitioni

14 operating side by side could achiewi econcanics by
.

coordination,and quite often they concludsd that the prafarpble15

!
way from their point of view to achieve the coordination was'by , I16

l

1
17 merging.

|
|

18 I don't know of many communities th o havo

19 chosen to merge.
*

20 And unless communities merged, it would be rather

2.1 difficult for their conmunity-owned electric systems to '

,

22 merge-
7

23 g were not the 'aunicipalities in the area concarned,

24 by TVA ability to capitalize on the benefit.a of largo):
.' 25 ll units in consoliJat;.ed service areas?

..
O e g.-a#

. ,,,,,,.e., .-...--r 'w'-- ~~- " ' " * ""' ' " ' " " ~ ' ''

ya-- v
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1 A.Yes . As an illustration, again, of a point I made

2 in my testimony, I believe, on the botto:a of pago 8,
,

3 the next to the last sentenced,
,

f 4 0 Is 'that by virtue s of the fact that they were
,

:
-

. .

', 5 wholesale customers of TVA?
I

6 A Right.

7 [S Those municipal systems did not achiava economieu
J

8 c(scalebyparticipatingintheownershipofTVApower
!

9 plants, did they? s,

|-

10 ,- s .. ..A That! is correct. j'

11 g would TVA oe receptive to the idea of municipalitier- !
1 !

12 the serving municipalities participating fn the ownership
:

13 of its power plants? j

14 A I can't speak for what TVA would be receptive

15 to now, but when I was with TVA we were quite rcceptivo to
i

10 the idea, and we had rather extensiva discucaicas of that

17 Possibility.

to 0 Why was it that thero was no participatics? 1

19 A Well, because that was cns of several alternativoa

20 being seriously conoiderod, and it was concludad that the'

21 alternative that ought to be explored or ought to be
,.

22 Pursued first was, as a first choice, was to seek
/

.
23 Congressional authority for TVA to issue revenue bonds, to

24 finanos plants with its owne zevenue bonds, and w!rn that

25 choice was nada, that pretty well eliminated, at least"

.

~- .* o+---o-- rw,,. . . . , , ,, _ _ __ _ _ _ _ ,,_
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i for the time being, the feasibility of doing the other,

bw4 2 because when you start colling bonds, you start acking
.

3 covenants with your bondholders and so on, and the trhola
,

^

/ 4 picture would have become rather more ocmplicated, if both

5 alternatives had been pursued at enca.
,

6 But the alternative of municipal ownership of

7 Power facilities was looked at quite hard, discussed with

8 distribution systems' representatives, and had some very

real advantages.9

g Was one of the advantages a means of circu:aventing10

the financial limitations on TVA financing?jy

L No, I don't know what you mean by circumvanting.12

The course that was adopted of asking for authority to
13

issue revenue bonds, included a request for a cubstsntial14
.

au r za i n in an unt and s that was later incrcased a15 ,

8
.>

wie f s.
16

There was nothing to circumvent that I know of.
37

ES17
33

19

'
20

21
..

. 23

24

~

25

- , . . _ . .- - -.. -. ._ . .___.
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arl 1 Q Do you knew why Memphis leased its plants to

- 2 TVA rather than jointly owning that plant with WA?
i'

3 A I don't think it saw any occasion to consider

p 4 joint ownership. I don't think that would have accomplished

- 5 anything particularly. I think the choice was between

6 Memphis continuing to generate power for itself from that

7 plant, or buying all of its power from TVA.

8 If they were going to buy all of their power

9 from TVA, it had to dispose of the plaints, eithor by sale or

10 by lease, and it was disposed of by leace.

11 Q And that alternative gave it a lower coct of
i

12 power; is that correct?

13 A I assume so, although I wasn't there at the time.
,

i

14 It was probably a pretty close choice. I thinkthe

15 consideration that is controlled may not have been purely }
l

16 a matter of icomparative cost, it may also have been a

matter of ci'y feeling that it would have less probicast17
:

to to be having to deal with, less administrativo problems, i

.

19 They wouldn't have to face the question cach time of, [
.

20 as the load grew, as to how much, if any, they would |.

|

21 Provide of additional generation, how much they ought to ;
i e' *

22 buy, and so on. To simplify the process. :

;

23 Q on page 9 you state that thoro is still rtch !
;'

24 to be done in extending the benfits of coordination to

!

g3 e ller systems. j~-

i
'

! .

I
e

- _ _ _ , . _._ . . - . - , . . . , - _ _
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1 A Yes.

2' O In your view, has everything been donc that

3 needs to be done to cxtend the benefits of coordination 1

('' 4 to larger systems, say 500 megawatts and above?

', 5 A No, but I think a great deal core has been

6 done toward reaching the optimum results there than in

/ the case of the smaller systems. That is why I caid " Par-

8 ticularly."

9 Q You refer on pago 9 to the benefits of coordinated.
I

'

10 ' operation and coordinated planning and development would

11 seem to be made apparent by the exparience of pios.ecring

12 system.

13 At what point in time did coordination of I
(

14 planning and development begin to be a development of

15 some significance? !

16 A Oh, I would say generally around 1950, mere
t
i

17 or less.
| |

1
'

13 Of course, this is the scrt of thing you can't
'

|

19 pin a date on because it is a slowly evolving, gradually j

* 20 developing proposition, and when you do say it has now

21 become significant, I don't know.

is

22 Q Well, would it be fair to say that this stage of
|

23 developments of coordinated planning and interconnection
-

,

24 is even now in a fairly early stage of evolution? !

A Well, in lots of areas it is. In some areas j25
i
i

!
I

|
i

. . - . . _ - -- -- . - -... - , --



- - . . - . . . - .- -- -- . . . _ . - . . - - . . . . . .

cr3 5790

1 it a in a pretty advanced stage.

7- 2 0 In your view, hava tHe customers of large

3 systems received any of the net benefits which may

f 4 have accrued from the coordinated operation planning
- 5 and developments of new facilities?

,

6 A I hope they have achieved substantially all

7 of the benefits. That is the way the regu.tctory process

8 is supposed to work, and I assume it does.
.

9 Q To the extent that coordinated development

to and coordinated operation achieve lower costs, does

it this tend to flow through to the utility's customers?

12 A Yes, it doesn't necessarily flow through ebtally

13 to all kinds of customers, unfortunately, but it does

14 tend to flow through to the customers, right.

15 Q On page 9 of your testimony, Quostion 22

16 sets out a description of coordinated operation taken from

17 the prehearing conference order No. 2 in this procceding.

18 on the top of page 10, you indicato that you

gg agree with those descriptions.

20 A I indicate that I feel that the kinds of,

21 activities that are involved are stated in those descrip-
'

22 tions, right. I don't think that necessarily means that that

23 o mPrehensive statement of everything olso that is
,

involved in coordinated operations. !24

Q In y ur view, are all f the large systems in- 25

_ _ __ _ . . _ . ._ _
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1 the United States operating with the degree of coordination

2 described in the definitions? That dofinition that is

3 set forth in Question 22?9

f 4 A No, I think probably not. Although it may

', 5 reasonably approach it in a great majority of the areas. i

6 0 In your view, would the attainments of this high

7 degree of coordination be desirable for oysicas such as

8 the CAPCO members?

9 A Yes.

10 Q on page 10 of your direct testis.ony, you

11 indicate that there is no standard pattern for contractual

12 arrangements for coordinated operation and development? [

13 A Yes.

14 Q What do you mean by standard pattern?

15 A Well, if you pick up a half do::en agreements

16 at random, contractual arrangementa, that provide for

17 coordinated operation and development, and lay them dotm

18 side by side and compare them, at first blush, it would

gg look as though they are alnost written in differont languages.

20 There seems to be very little uniformity*

about them.21 ,
,

s

22 When you dig more deeply, you find a ncmber of

Youfindthatmanyhintsaredealtwithinresemblances.g
.

3 one way or another with fairly similar cnd results. But

there is no standard pattern.25

I

! ;

i

.. -- . - - - . . . . , - . -- - . . - -

i
;
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1 O Why is it in your view that there is no standard

12 pattern? '

b 3,. A Well, for at least a couple of reasons:
. .

,

4 One is the fact that this la otill an evolving

*
5 process; and secondly, that human beings have their own,

6 preferences about ways of doing things; and on the whole,
i

71 I think that is good rather than bad.
!

8 The diversity that introducos I think helps to

9 reveal gradually what things work best and what things

to i work less well.

11 Q Would you agree that the differences in the

12 circumstances and physical characteristics of the

13 participating companies in each pool may require different

14 pooling arrangements among different grrups.of

15 Participants?

16 A Well, they could affect the optimum way to

37 handle various elemento of pooling and coordination. I

33 don't think that that is nearly as big a factor in this

19 diversity as simply the creative initiatives of various

20 people who have convinced themselves that they have a*

21 better way of saying something or doing something, and
-

22 sometimes they are right, sometimes they are wrong.

Q In your experience, Mr. Kampmeier, would you say
. 23

that it generally takes a lengthy period of time to24

25 w rk out the coordination arrangements in a multi-party

!

.

_ . . _ _ . _ _ _ _ _ . _ . . _ . _ . . . _ _ _ . . . _ _
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1 pool 7

2 A Well, thero are a lot of subjective questions

3 there,what one means by lengthy and so on.
*t

,

C 4 I think that if there is -- I

* 5 Q Say a couple of years.,

6 A Okay, I think a couple of years would perhapc

7 be a typical length of timo rw%cd where there is good

e will, a cooperative approach, but several parties and
,

9 the need for considering the regulatory approvals that

10 would be required, and one thing and another, debating of |
l

1; alternative ways of writing provisions and so on. I

12 If that wasn't responsive, perhapa you felt it

g3 wasn't, I would be glad to elaborate; but I intended it to

14 be responsive.

15 Q From your experience, Mr. Kampmoier, do the

16 Participants in a coordination arrangement generally

17 compete with each other for bulk power supply or for sales

18 to wholesale or retail custemors, or for service territory?

gg A I better put those pointe do;m.

20 Would you read that back to me, planso?.

21 (Whereupon, the reporter read the

'

22 Pending question, as requested.)

23 THE WITNESS: Well, it is 30 much a ca.ca of
.

g circumstances altering cases, I find it rather hard to |

answer this.25 ;

- . _ - . - - . --._. - - . . - - . -
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1 To take it piece by piece, competing for

2 bulk power supply, for example, I know of numbers of

3 instances where they do; I know a number of instancos,

4 where they don't.

~
5 In the case of salon to wholesale customera, i,

l
6 it depends a great deal on how the coordination arrangement

7 is set up. .

,

8 The more nearly they approach a single whole-

|

9 sale operation in themselves, in effect, the less lickly it

to would be to have competition. |

11 The further they are from that, the more likely
i

12 you are to have competition.

(.-
13 As far as sales at retail are concerned, I don't

14 know that the fact that the systems are participating

15 together in coordination arrangements has very much offect
i
i one way or another on whether they compete at retail.16

17 Where service territorios are concerned,

18 again there is quite a variety of practico.

19 In some areas, the states have encouraged

20 drawing serv 2.ca area lines; in some cases they have been=

21 drawn without encouragement by the state and in other
#

22 cases they liave not been drawn. There are no defined

service territories.23
.

24 So I guess all I can say is that circumstancos

25 alter cases, and it is pretty hard to generalizo about

.- .. - . . . . . .
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I this.

~ 2 0 Do you know whethar the REA encouraged the drawing,

3
7 of sorwice territory linaa?

,

h 4 CI! AIRMAN RIGLER: Among whcM?

~

3 MR. REYNOLDS: 1.r.ong the rural electric,

6 cooperatives. Wall, and other utilities.

7 THE WITNESS: I haven't been as closs to that
.

8 question as uculd permit me to give a very authoritative

9' answer. But I think I have scen enough to know that

to again the service crea lines have been encouraged by RF.A

11 in some places and not in others,

i12 . BY MR. It3YUOLDS:

13 0 If I understood you correctly,14r. Kanp:tcier,

14 I thought you indicated that the degree of coordination

15 had no real effect on retail competition.

IG Is that correct? Among the participants to

17 che arrangement?

I
13 A At the moment any major effect eccapen me. |

1

19 I may be overlooking something.

*
20 0 Why is that?

21 | A Well, I guess it is a caca of mi::ing apples
-

22 and cranges. We are dealing with two questions uhich are

23 , more or less independent of one another, as I cao it.
,

p_4 Whether two systems that generato power should coordinate

25 with one another i.s one question; and almost enrtainly I

.

!
1.

. .. . . . . . . - -- ...
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1 they find it desirable to do so.

2 Whether they are likely to be competing with one

3 another at retail, I think is a totally separate quartion.
.

{ 4 I can't quite see that one has anything to do with the

and 18 5 other.*

,

f19 6 O All right. Thank you.

7 Mr. Kampmeier, arc there some circumstancos

8 in which a small system can participato in the benefits

9 of sca'.e economies and coordinated operations and planning

to without being members of a pool?

11 A Would you please read that?

12 (Whereupon, the reporter read the

- 13 pending question, as requested.)

(
14 THE WITNESS: Yes, presumably every cystcm who

15 buys power at wholesale either for its full requirar.icnts

16 or part of its requirements should receive some benefits

17 if its supplier is achieving some benefits from

18 coordina3;ed operation.

19 If not, there is a failure of the regulatory

-

20 process..

21 BY MR. REYKOLDS:

'
22 Q On page 11 of your testimony, you refer to a

(

23 diversity among loads between morning and evening peaks
4

y and summer and winter peaks.

A Right.25

. .. . - - - . . . - - . . . - - . - -. --
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1 Q As a possible benefit o2 coordinated operation?

2 A Right.

3 0 Do you know what the diversity is anong the,

(~ 4 members of the CAPCC pool?

'

5 A I do know that the report or reports to the
*

i

(
6 Federal Power Commission in the Form 12e indicates that j

i
7 Chio Edison and Pennsylvania Power, to an erample, difrar

8|: in their seasonality of peaks.
!

9 Pennsylvania Pouer has theirs in the winter, i

|

10 and Ohio Edison has theirc in the su:muer. So that by

11 entering the pec1 as a single syste:u rather than e. pair

12 ofsystems, they have taken advantage of the divarcid/

13 between those leads, t

14 I do know likevice that if you '. faro to entend
;

I
15 your question to the smaller syntoms, there would be other

16 examples that could be quoted.

37 But sinca you didn't ask about that, I e.hculdnie

18 anticipate it.

|
19 Q I will in just a minute. i

20 MR. REYNOLDS: May I have tho answer rend firnt?*
i

21 (Whereupon, the reporter reed frca the

#

22 record, as requested.)

4
'

THE WITNESS: Let me add a little to that, if I3

. > , , uy .
,

5 In terms of hourly diversity, the report:; also,

i

|

:

_ . . _ _ _ . _ . . _ . _ . . _ . _ . . . . _ . . .
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1 indicate that in 1973 Ohio Edison had its paak during .
i

2 the hout ending at 1:00 p.m. on a certain date and

. 3 Duquesne Light during the hour ending at 2:00 p.m. thato
*

^ .

( 4 day.
.

,

;' , 5 Toledo Edison during tha hour ending 2:00

6 p.m. the day before.

7 And Pennsylvania Power during tho hour ending '

8 at 4:00 p.m. that day, with a matching peak hour onding at

9 3:00 p.m. on a different data, and Clevoland had its peak

10' ending at 3:00 p.m. on a different dato,

n so there was some diversity in terms of hours
,

12 as well as the seasonal diversity I spoke of between Ohio

13 Edison and Pennsylvania Power.
(. i |

14 Q Without knowing the magnitude of the peak at the '

15 particular thne on those days, you couldn't really

16 determine the value of the diversity, could you? '

,

37 Well, you can only determine part of the value.A

It is clear, for example', that the CEI load peaked in18 ;

19 September, whereas probably the group as a whole is p3aking
I

20 August 28, it had at least 15 megawatts higher load in j
a

21 S8Ptember than at any time in August, and the dat:e in
''

g August they had the highest August load was not the date
!

g on which the other systems were having their posk.
e

i <

i

. So the diversity was obviously 15 nogawatts.
|
i

How much more, I don't know.
25 :

I

!
i

i
_. -,. . - . - . -

|
. _ .
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I Likewise, if you look at the September peak,

2 when CEI and Pennsylvanis Foner were having their peak, f
i

3 Toledo Edison's peak was more than 25 megawatts lovar that !
'

i4 day than it was on the day of the Auguct peak, which was not :
I

5 the day on which the others had their August peak.
.

*

j.

6 So there is significant diversity. It is not

7 huge amounts, because they have aircady achieved most of

8 the benefits of diversity by consolidations that have aircady
-

9 taken place within these systems. |
'

|

10 But they are still achieving some additional

13 diversity through coordination through CAPCO.

12 Q Do you have any idea how much 15 megawatts is

13 of the total CAPCO load?,

( +

14 A Yes. It is about 15 hundredths of 1 percent. !

l

15 Q Would you plan future capacity in order to take |
!

16 advantage of that kind of diversity?

j7 A I would plan further capacity on the basis of

I
to. the records and the forecasts of the combined peak

;g demands and not the sum of the individual peak demands.

* ,- 20 And, therefore, if there was come diversity, I
I

21 would take advantage of it, yes. And the two examples I

22 cited of Toledo Edison and Ohio Edison, in one case 15
j

' ~
megawatta, the other 25, and this is only two of the five23

,

24 systems, so there is 40 megawtts which in this day and f
; I

!

i 25 time is worth something liko -- well, over $10 million

|

- . .. -- - - . . - . - -.-
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1 G All right.
bwl

2 L I think I also have information hera to indicate

3 that between Ohio Edison and Pennsylvania Power, in terms ofn ,

( 4 summer peaks, ignoring the still higher winter peaks, thore is
.

.

5 at least another 16 megawatts of diversity, and I think more.

6 than that.
.

7 So it is beginning to add up in fairly sizeable |
'

8' pieces.

|
9 S Are you indicating that you would raly on that

'

I

10 diversity for planning capacity sono tan years in advance? '

11 A Yes, if you will let me proceed to qualify. |
!

12 It is important to note here that one la dealing with proba- ,

1
:

13 bilities, as I am sure you know, when you are planning your
|{
!

14 cpacity and your reserves. !

|

15 You have to racognise that thero is no certainty in !
a

1

16 any of the numbers. What the load is going to bo, what the

17 diversity is going to be, what the capacity in actual fact

13 will be of the units that you plan to inctall, what f
:

e
-

19 their outage experience will be. Quite a number of other !

i~

20 things, so you have to ccabine these various factors into j
;

21 a Projection of what appears to be the most preijable sets
.- ,

j j
;

22 ef circumstances in terms of load and so on, what the i..7

23 Probability is of your having difficulty in carb/ing your load {.

!
(

24 with various combinations of ' departures from estimated loads, !

I

25' outages and so on. I

_. . . _ _ _ _ _ . ._ . . . . . . . - m.__
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In those projections, one certainly ought to takey

2 account of diversity, if there is a pattern of anywhera

fmm half a percent to one percent diversity, just for3c

( example, and I say there is at least that much among thess4

systems in total, then that is enough to try to take account..
5,

'*6 *

That may represent from five to tan percent of your
7

total reserve Capacity.8

" *" ""* ** # " "9*
9 .

" 1"' rel ing on it, what do you mean? You can't relyYto

on anything in this business,g

G What is the margin of error that is typicallyg

.. associated with load forecasting?

A For how much ahead?

G Ten years.

A Ten years ahead? Oh', probably at least ten

percent, probably aroe.

3 All right. Is it not a fact that TVA -

A Excuse me. Marginal possible error, I don't

mean necessarily marginal probable error.. g

G It it not a fact that TVA has a sutraer-winter

''
diversity arrangement with the middla couth utilitica?

A That is corret.
23.

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

difficulty taking full advantage of that diversity?

t

_m.. . - - . - - - . . - . . _

- - -
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1 A You might explain what you mean by -

~

2 S Taking full advantage of that diversity in the

3 amounts that were originally proposed?p

( 4 A I am still not sure ~ |

|
''

5 g Because of changes in the peak?
,

6 A I am still not sure what you sean, but let me !

7 ass me what you mean and maybe it will clear it up. !

8 I understand that TVA is exercising an option I

I
g in its contracts to scale down a few years hence the mount !

10 of the seasonal exchange. I assume this mens as they look

11 ahead, they don't see that it will be worthwhile to havs

12 quite as much seasonal exchange as they have now. Whether

13 that is responsive to your qu:.ajtion, I don't knew.
{

14 g All right. 'Would that reduction in diversity

15 be the result of a growing sumer load?

16 A Well, I assume that the growing numer load

17 is certainly an element in the picture. I am not aura

18 the sumer load has been growing any fastor than the wintar

19 loed.

20 I think there are various things that cc:ne into-

21 the picture. I think one of them is that there is a greater
e

22 need for allowing for outage of equipment than was assumed,.

23 would be necessary at the time the arrangementa unre sat up,
,

24 and TVA would rather, if it has to schedule some of those

25 outages, not just in the sprir-g and f all, but in the su:aser-

1

; _ . _ _ . - .

. .
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bw4 winter territory, would rather schedule it in the cun::nar,i

2 when its own loads are somewhat loder than in the winter.

3 This would mean it would not have quite as much
..

,

(~ 4 capacity available to sell to scmebody else in the summer.

5 0 On Page 15 of your testimony, you rofer to a*

,

6 high debt ratio generating companies like OVEC.

7 A Yes, sir.

8 g What do you mean by high debt ratio generating

9 capacity.
,

10 CHAIRMAN RIGLER: We will paus'a on that qccation end

take a short recess.j;

12 (Rec'as.)

(~ 13

14
ES20

15

16

17

18

19

~

- 20

21

.*

/

23
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| 24

25
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S21
!bw1 1 BY MR. REYNOLDS
l

2 % Mr. Kampmeier, I believe just hoforo the break

3 I had asked you .what you mean by high debt ratio generating..
'

.

b 4 companies like OVEC, which you have referred to in your
', 5 direct testimony on page 15 i

6 A You want me to tel1 you what I had in nin-2 by

7 that reference.

8 4 Yes, please.
.

9 L I will be glad to. There are no compalling

to reasons that I am aware of why the reductions in power costs

b1 that were achieved by using the high debt ratio approach
j

12; in the OVEC case for service to the Atomic Energy Cor.:niccion

( could not be used to supply power, why the same cpproach< 13

14 could not be usod to supply pouar at wholocale to electric
1

15 ~ utilities.

16 To be more specific, I suppose that the personc uho

17 are trying their hand at specifying the conditions for the

licensing of nuclear plants in its CAPCO group wera to seek18 ,.t

19 the k$nd of arrangements that would bring the power ccats
-

20 do , as far as possible to the consumers, I think they

might very well want to explorethe possibility of saying,21
a

suppose these nucl' ear plants and other jointly-planned plants22

23 in the CAPCO group were set up as a wholesaling operation,.

24 generating transmission system, which would sell pcrer at
;
i

25 wholesale to CEI, , Toledo Edison and so on, u.d to cmaller
|

I

i I
i

_ _. . . _ . ___ - - -

_ .y *-
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systems in the area, this could rather substantially reduce1

2 the costs of pcwer, because a generating system of that type

3 has no difficulty in selling bonds to finance a pcwar cupply
,.

,

4 for which it has firm contracts with established distributors.
.

.

ES21 5.
,

6

7

8
.

9 |

10

11

12

(~ 13

14

15
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17
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i|1

Therefore, that power could be mado availablearl ;

2
at a very significant reduction in cost by using the [

OVEC high debt ratio approach to the financing of a^
>

generating company.

* Q Do you know that OVEC needed special parad.csion .

from the SEC in order to engage in the high debt ratio

financing?
s

0
A I think it at least conferred with SEC; wheth::r

8
it needed special permission, I don't recall very , roll

:
10 now. That has been a long tima ago. !

!
II

Q Do you know whether the SEC imposed a linitation
,

12
on the debt ratio?

I3( A SEC tends to favor a limit on debt ratio
.

I4 for the typical vertically-integrated utility.

15 However, there are numerous exampton of generating

16 '
companies being established, and granted this has been done

i
17 more generally by other than investor-owned utilities,:.in ;

IU which the generating company has been finan=ed 1:ith very

'19 high debt ratio. i

) i.

20 The same sort of precedent e:icts in the i
!

21 gas transmission business, for a:tample. !
#

!22 '

O Do you know of any example of high debt
t

23 ratio financing with respect to generating.compcnics in !,

!
24 the electrical power industry? ;

1
-

25 A Yes. The Washington Public Power Gyat.:m, the I-

i

- ..__ -- -
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1' Nebraska Public Power District, and thero are others. I I

i
2 would have to search my recollection to be able to |

i
3 identify them. There are some others.

3
i' ;i

{ 4 Q Are those private investor-owned entitioc?

5 A No, not those cases I cited. As I said
'

-

|-

t
G jsut before, granted that most of thece aro not cases whera ;

|

7 investor-owned utilities, they tended to fight thy of

8 this approach.

9 But I don't think that means that they couldn't i,.

i

10 do it if they chosa to, and in this day of some
i
'

gi difficulty in selling utility securities and como concern

12 for the possible dilutive effects on common stock j

13 holdings, I think there would be more than normal reason to
1

-

( |

g give this sort of an approach a good, hard look. : |

!.
15 Q My point was basically -- I don't mean to cut

,

I
16 you off. -

!

37 Let me ask you a question, and then if you want {
!

g to expound on it in response, you can do it.

Wasn't one of the purposes of the Wolding company j;g
!

20 Act to reduce excessive leverage through high debt !.

!
21 ratio financing?

| |
! i

f A I don't recall that it was. It may have been. |22

23 I can't say.
.

Q tt the present time with the difficulty ofg

Providing adequate interest coverage, can the privato
|25

I
i
:

, _ _ _ _ _ - _ . _ . _-- --__
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1 utilities get high debt ratios?
i

2 A This is one of the reasonc for considering i

3 this sort of approach, becauce one way of casing that f,-

.

( 4
,

problem is to transfer some of the burden of fins.ncing to a |
1

5 generating transmission company, in which case the -
-

i,

!
6 interest coverage of the company buying from that i

!
7 generating and transmission co'::pany and reselling the power

iS' would be improved. :
i

and 22 9 !

10

i
11

|
|

12 ,

r 13
( ;

14
!

13 |

1$ .

I
i

17
,

10
,

i

1D
.

+

I20*

i

21

e .i
22

23
.

24

25 i

t

1 1
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In other words, if there waro a CAPCO generatinggg

btransmission association that sold powar ut wholcsule to hegy

five CAPCO companies and other systems in the araa, at

r. "

( ~-
a uniform wholesale rate, this not only would resolvo

4

questions of how the small systems could be accured of equal
.,

- 5
.

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 now but for scma years to
,

come, greatly relieved. - |
'

9

They would face a prospect of a very simple,
10

relatively very sumple financing probisms comparad to most
11 i

electric systems.
12

S Are you suggesting that CAPCO be rectructured
(~ 13 j

into a holding company? l

14 ,

1

A No, if you want to explore further what possible ;
15

advarltages or disadvantages of that might be, I would
'

16

be glad to. I was simply responding to your question of
17

what you mean when you say coordinated developments cat
18

achieve further savinga by fccalitating the. best use of
19 j

certain things. |.

* 20 '

I think that the generating company, for orampla, .

l
21

e contemplated in New York State, could very wall havo
22 )

Isome of the earmarks of what I am talking about.
23 '

,

But I am not familiar enough with the dotails of
24

it to be sure how it will work.
25 I

|
'

-
-

:

!

1.

_ _ _ . _ . . _ _ . . _ _ . . _
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'

1 I think other illustratic=o involving investor--
^ 2 owned utilities to at least some degree probably could ba |

3 found.
i i

4 0 Let me ash you this, Mr. Kampmaior.
' 5 Is it not true that the high debt ratio:. for financ~

6 ing of the OVEC system was made possible caly becausa OVSC

7 was designed to serve a single customer, that is the

8 Atomic Energy Coenaission, so that the financing was backcd

9 up by a government contract, plus an agreement by tha OV2C

,
10 participants to purchase any surplus power which the 'goverston-

11 would not take?

NcwE,the latter, I think, is the key.12 A

( 13 I think if the companias havir.g a high c:ht i;

14 ratio for financing generating t..ansmission eczpunica- agreo

15 to buy the putput, and thereby cover the cocco, tlyan this t:culd,

i ,

,

16 make it quita possible to do the financing.' |
'''- - ~~

17
'.. " . ..

I see no more reason why this le dacirable for

18 service to the Atomic Energy Comczision than for sorvica to

19 anykedy else,
'o 20 A The reason it was dono in the case of the Ato:2ic

l
f21 Energy Commission was that CVEC was seekiL.J to shcu inst it -

4

22 ' 'oould bring the cost of power down mora or less to tha love 2.

23 that TVA was using in its pricing to the Atomic Energy,

24 Commission. If the CAPCO companies, for e:tmgle, ware to take

25 this approach, they might find themsolvss being able to
I
i
e

i

1
.. -- - - . .

. ._ . _ . . . . _ ..
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1 supply power to the CAPCO companies and others at terms

~

2 that would look pretty good cosapared to the terms in which

3 TVA sella pwar wholesale to distribution systa.m.s in the
58

(-
._

Tennessee Valley.4

', 5 The same sort of comparison might be developed,

,
6 might be pursued. I am not proposing that these

7 sort of financing techniques are necessarily appropriate
__

8 in any and all circumstances, I am just saying there is

9 room for some creative thinking and soma picneering

10 effort, just as were applied in the OVEC CASE,

11 O What is your experience with respect to utility

12 financing?

f 13 A. You mean how much have I been involved in it?

14 0 Yes, sir.

15 A. Well, at the time that TVA first began thinking )
i
|

16 about issuing revenue bonds, one of my jobs was to expiroe |

|

37 alternatives and associated problems and so on.

;g| And I spent a f air amount of time over a period

39 of several years conferring with various agencies that
1
'a

20 were selling revenue bonds, with the various underwriters
l

21 of capital, with the bond-rating agencies and so on.
<

I helped to deve. top the bono covsnanta, bond22 :

resolutions that TVA adopted, In fact, I think 1 had more to23.

24 do'with them than any other one individual, and they worked

25 out pretty successfully.

.

l.,

_ _ _- ...y
.- #

-,-- ---.w _ y - .--,
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#4 I Provided modest consulting advice en finencingi

., to several other. systems since, but I have not made that a

r P ase W wasulting w rk.
3g

4
,

A

Q.

G

7
I

8
i

0

10

! 11

12

( 13
s

14

15
|

16 |

\
i 17

,

)

18;

19

*
20

21 ,

1

#.

:.
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23o

24 '

25
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l Q Have you ever been involved in any kind of f
arl

|
- 2 private financing? Or has it all bean government agency? |

3 A I would say substantially all governr.:ent agency. ;
~

a

(' 4 By government, meaning government at various levela, of

e 5 course. Public utility districts, municipalities, aml
.

I
-

G so on, and rural cooperatives, also.

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

1

8 electric utility expect to finance its system with 95

9 percent debt, as was dono in the case of OVEC? ,

to A A generating transmission systea tiith contracts

it guaranteeing the coverage of all coats, I have no doubt

12 could be financed on a 95 percent dett ratic basis.

13 Maybe I shouldn't say I have nu doubt, but I,.

.

is would be willing to place a good bet on the odds.
t

i
15 Q would you expect that the wholesale cu'.tomers ;

IG . in that situation would commit to purchase their power
I

l only from the generation and transmission of the new17 li :

!! i
l' generating facility you are propocing? Iit

g A No, I think they would probably not. But I think,

4
I

2o they would guarantee to take and/or pay for power frcm,

21 that company on such a basis that the company would be

#
22 assured of the revenues required to cover all of its costa,

.

f

23 just as was done in the OVEC case.
.

24 In the OVEC caso, the parti.cipating

25 utilities agreed to take surplus power from it, but
.

I L

|

. . - . . - - . . . .- - . - - , - - . .
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i
1 they made no commitments to get all of their pcwer from |

2 it, and there is no reason uhy they should.

3 Q Do you know of any ecmpany at the present time !
;

.

. t

f 4 other than OVEC that is being financed with 95 percent |
:. 5 debt?

-

:- ;
6 A Electric Energy, Inc. , I think substantially is i

i
I

7 the same percentage, although my recollection mcy be wrong, *

A8 but I think that is correct. That was another company

9 involving investor-owned rather than a publicly--ownod -

i
Ito system.

11 O Was tha Electric Energy, Inc.,the reference that

12 you just made, was that relative to the supply of the { ,

i

1
- 13 Paducah Gaseous .. Diffusion Plante of the Atomic Energy i;

(..
Commission?

1 I
;

y
i

i

15 A Right.
{

| '

15 O It was therefore similar to 07EC; is that correct ! )
*

;, '
.

17 | A Rather similar. If my memcry is not playing

!' i

,

'

g any tricks on me, it' antedated CVEC, and OVEC built on

1C the Electric Energy, Inc. experience, and perhaps refined i

c.

29 the process somewhat.,

0 It had a single customor?21

# A Yes.22
!

23 Well, a single major custcmer. Again the-

.

participating utilities agrooing also to be cuater.:crapj

f r Power that the Atomic Energy Commission didn't buy.'
25

:

l
I :

. . . _ _ _ _ _ . _ . . . _ _ . _ . . . . _ . . . . . _ _ _ . .__
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:

1 Q And a government contract? !
|
'2 A A government contract for the Atomic Energy

3 Commission portion, right. t
..

.
:(' 4 Q And the participer'.s agreed to buy anything
:

5 that was not taken by the Atomic Energy Ccmmission; is.

c that correct?

i
7 A I believe so. And I think that obligation,

8 that commitment to pay for the costs is an essential part

9 to make something like this work.

go Q By that, do you mean that that factor was

i, necessary to assure the financial feasibility of the

, 12 proj ect?

\

/ A Right.
( |

33
' '

l
3 O Did any small municipalities or cooperatives i

i,

33 participate in the Electric Energy, Inc. project? '

g; A No, I don't think any of them were offered
i
t
i that opportunity., _/n

9

i
7*, 9 O Could they have participated?

li
A Could they have?

i
,

I Q Right.a, ,ss

Aul Well, whether they could have or not, would,

o
,, i depend upon the legal restrictions on them involvingu.

,

themselves in projects for serving other than their ownc3,

.

municipal needs, and this is a restriction for many,

municipal systems that has been a real millstone around their

i

!

i

. - - ~ - - - - - - - . - . - -- . - -
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i

1 neck in trying to get the benefits of econcmy of scale, j
i

I would think that today there are nunicipalities !2 a

i
,

3 who could participate in such a project. !

-) i

(~ 4| Q But as I understand it, you heatified there were |
> >

', 5 not at that time any?

i
!G A There were not any that did. Whether they

7 could, I don't know. ;

I
O Q I see. |

I

s Was any of the power that was sold by
~

10 Electric Energy, Inc. sold to cooperativos or municipalities <

;) or other small systems?

12 A Not directly. I suppose indirectly.
!

33 O What do you mean indirectly?7 .

14 A Well, insofar as the Union Electric Company,

15 Kentucky Utilities and others, solling the power to such ;

I

16 systems, some of the power they sold probably came from

37 the power they got from Electric Encrgy, Inc.

;g Q Would the same be true with respect to the partici-'

;g pants in OVEC7

20 A I should think so.'

21 CHAIRMAN RIGLER: Can you tell me where va are

22 going with this particular line? We have been on OVEC

g now for about 40 minutes, and other than the fact that
.

24 the witness referred to high debt ratio generating

companies in his answer, I am having a great deal of25

- - _ . - -. . . . -.

t
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1 difficulty relating this back to any issue in controvars/. |

2 MR. REYNOLDS: Well, I am exploring it with this

i
3 witness, one, because he doec deal with it in his direct;

'

..
' *

(s 4 and two, because the Department of Justice has, through the !
;
<

5 expert testimony of its other witneso, Dr. Wain, accused i
-

.

i

6 the participants of OVEC of attempting to monopoll c, j
i

7 and it seems to me that in view of that we can ask of this

s witness the questions that we have been addressing to him I

s regarding the participation in OVEC, tha financing, and tho
.

10 nature of the arrangement.

o It does bear directly on testimony that in set

s

12 forth in the direct testimony of Dr. Wein, who is coming on I

i
1

-

13 in the next week or so.
( {

,
.

f.
14 CHAIIU!AN RIGLER: All right.

15 MR. REYNOLDS: I don't think there is too much

:.3 more of this line, but it seems to me it is relevant

g' for those two reasons.
! '
* i

;7 |i BY MR. REYNOLDS: |

[ !

p; l, O Did TVA participate along with Electric
n

20 Energy, Inc. in the supply of power to the Paducah Plant?.

t
21 A TVA supplied a certain part of the power and

22 Electric Energy supplied a certain part of the power,
(

23 yes, if that is what you mean by along with.
.

2, O Would you characterine the Electric Energy,

25 | Inc. and TVA arrangement to serve the Atomic Energy

I
,

.e~ ~ - . , .--msn- ~-a,--e , + - - . - - - -
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1 Commission Plant at Paducah cs an effort to nonopolice '

- 2 the bulk power supply in that ragion? !

I
t

3 A An offort by whom? i
,,

,

f 4 Q By either TVA or Electric Enes gy, Inc. , or
i

5 the AEC?*

~
.

;

6 A Well, let ne take i' picca by piace. tc

i

7 As far as TVA was concernad, perhaps comwhat |
f

8 the contrary. TVA was encouraging the 7.tomic Energy
'

\
9 Cocaission tc find come other suppliers of power for its~

i,

i

10 gaseous diffusion plants, because Tla hed some question of

;; how many eggs it wanted in that basket. It senawhat
i .

12 reluctantly agreed to nupply half of the requirer.ient:5 !-

I
of Paducah, but it would have been quite willing to havej3 i

! i

i f, someone else supply all of the requirements of Paducah.

As ar as Electric Energy in concerned, I15
i

think that -- well, one has to speculate to some degrea, '
;g

;7 and please recognize I am doing acme speculating - that i
'
.

g the companies involved in that enterprise felt that any l
'

t

3, comparison indicating that TVA was supplying powar to
{

20 | Paducah on terms substantially more favorable to the |
%

1

1

21 g vernment than they were able to do might waahen their '
,

# 1

22 p sition to the extent it was a monopoly position in that |

area.73
*

I

24 I think they trare trying to
i

suengden that @sidon. I M nk Ge fcct Gat Scy U d25

-.- - . - . - _ . --- _ . . . . - .



.-. . - _ . - ~ . . . . . . - - . - -- -== -
-

-

-- -- g
-

5820 * -
.

ar7 I

f

1 not either suggest parti.cipating by any of the sma11 !

- 2 systems, or follow that project up with any arrangenents

3 for using the same approach to providing low cost sources i
;.

*

{^ 4 of power for other loeds, tends to bear out that specula-

5 tion..

i.
4

5 Q So as I understand it, you just testified that i

7 you are speculating that they were attempting to nonopolize,
,
i

8 is that correct? i
;

I
g A I think that was a factor in their thinking, yes.

10 Q In what region or area?

;; A In the areas that were served by the companias

12 participating in the Electric Enargy, Inc. project.

13 : Q 0o you know which companies were participating
!

,g in Electric Energy, Inc.? f
f

A I know that Union Electric Company was one of15

16 the largest participants.

17 , Kentucky Utilities was a participant.

., . I think Central Illinois Public Servicev. g

|;g Company, I believe was a participant, although I would want
i
' to double-check that.37

.

21 At the moment I don't know that I recall who the
o thers were.22

23 There were some who considered participating
'

b
who then chose not to, and vice versa. '

24

I don't remember, for example, whether any of the2a.

|

,

4

-- - = . - _ . _ _ _ . _ - . - .
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1 Middle South Utilition group finally anded up in the

1
2 picture or out of it. ,

|

3 I think they ended up in, but I would prefer !
'. i

'

{ 4 to not speak positively on that point.

5 Q Do you recall whether Illinois Power Ccmpany was-
.

i
*

6 in? |
1

7 A I believe they were, Considering this is the firqt

8 time I have had occasion to think about that in some-

9 where around 25 years, I suppose, cr close to it, I

10 9uess I don't have too bad a batting everage.

end 25 ii

12
/

9

/' $$
\

f14
!

15
:

10 !
i

|

17 }
.,

.I

IO '

1

|

IC '

,

i
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21'
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bwl 1 0 On page 16 you recer to the bensfit of coordination

2 and include the considoration that economica can be achiavad

3 without sacrificing the various elemsnts of competition,
.,

h 4 Do you see that?

', 5 A This is in answer to which question?

6 Oh, down at the bottom of tha pager right.

7 % Right.

8 A Yes, right, okay.

9 I am not sure I put it .quite thnt way, but

to maybe I can accept that paraphracing.

I1 Q What I was going to ack you is if you''would describe.

12 for me the elements of competition to which you havn |

( - 13 reference?

14 A Well, all elements of co= petition batween divorue

'

15 types of electric systems, however limited, or hasver

\
i is extensive that competition is.

37 It varies all over the lot frco case to case

18 and region. to region. That is the kind of ca.mpetition

19 I am talking about.

There is competition, etntpetition by e:m:tple,* 20 ..

21 direct competition, and serving sor.a typse of cuntc?mrn,

e

22 in other cases, serving other types of customors, between

investor -cuned utilities, consumer-owned utilities, munici-23
,

24 pally-owned utilities and so on, and this is a situation which

is not found in, I can almost say without exception, is not25

- . - . - - - -- .- . - - . . - _ . . . -
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1 found anywhere else in the world. And I third: it is

2 very valuable and has been very important in the 12nited

3 States. And I believe that is worth preserving.,

b 4 That is what I am trying to say.
'

5 g What do you mean by diverse types of ownership?.

6 A Different types.

7 S Such as?

8 A Investor-owned utilities, consumer-owned utilities,

9 mimicipally-owned utilities, state-owned utilities, public
to utility district-owned utilities.

11 g And the competition is between the utilities of |

12 the the different typee, rather than between the utilities

13 of'the same types?('
.- , .

14 A the competition is presumably mong all of them, |
i

15 but what we are talking about in answer to this question,

16 is that coordination can help to preserve diversity of

17 ownership, as well as some other things, as well as achieving

18 efficiencies and so on,and, that this diversity of ownership

19 in itself helps to provide an e16 ment of competition which
*

20 otherwise is not present to the same degree.

ES26 21
'

:.'

22 (
t

23'.

24

~

25

2

i

. - - . _ .. . . . . - - - - . . . . - - - .
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arl 1 Q Competit3cn, a're you talking about in that
,

- 2 context specifically?

3 A I thought I anstrered that once. Could you
~

;.

{ 4 read back the answer, about four questions back, about the i
-

, .

5 kind of competition I was talking about?
| |

-

*

( !

e MR. CIIARNO: I would object to the question }

7 as asked and annuared. We have tracked through one

8 complete cycle now. Rather than start over, I will put in

g an objection.
|

10 CHAIRMAN RIGLER: Sustained,

gj MR. REYNOLDS: Could I have the anstrer about

12 four answers back, please?

13 (Whereupon, the reporter read frca the record,,.

(
14 as requested.)

13 MR. REYNOLDS: Mr. Chairman, that was my

IG recollection of the response, too, and I had sched the

g7 witness about specifically what he had in mind when he
g

t v., was talking about elements of competition.

gg I don't believe we have gotten a response as

to that. All we have gotten so far is that competition20-

means competition.g

/

22 I w uld like to, if I could, pursue a littlo

further with him exactly what he means with respect 'm theg
.

elements of competition that he refers to in his directg

* "Y'- 25

l
I

i
_. _, . .._..-. -~. - - - - - - -- - - - ~ ~ - ~ ~ **
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i
1 MR. CHARNO: If I could not, he refers to an '

l
1

2 otherwise missing or lacking element, singular, of |
~

3 competition, and that is the element he just described in
<,

([ 4 the answer to that question. e

1

- 5 I think it is responsive, and I think it was an i !
-

l
I

G answer to the question asked.
~

7 CHAIRMAN RIGLER: Was that your answer to the
!

8 question of what you meant by an element of competition? |

9 THE WITNESS: I think it comes as close as I

10 can come to answering that, yes.

11 BY MR. REYNOLDS:

12 Q Let me ask you this question, Mr. Kampmaier:

.- 13 Is it your view that participants in a coordina-

14 tion arrangement will continue to compete with each other? i

15 A Well, I would hope so. I see no reason why |

16 they shouldn't.

37 Q All right.

;g would they continue to compete for specific

:

customers? |;g
!<

| A Again I see no reason why they would compete20.

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

#
22 very much now, so I don't know whether they are going to

23 compete much more, but I would hope they wouldn't compete
.

any less.24

Q Do you believe it would be desirous and in the* 25

._ _ __. .__ _ . - - _ . - _ _
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1 public interest for two power cuppliers to plan toimeet

-- 2 the same load?

i l
3 A No, I didn't quite say that. I think it would j i

\
-

-
\

(.. 4 be desirable -- i

l
5 CHAIRMAN RIGLER: All right, if that is your f I'

i !
-

'6 answer, let's try to keep them confined to the question.

7 THE WITNESS: All right. |

e BY MR. REYNOLDS:
.

9 Q What do you mean by competition for cuatomera |
1

to if it doesn't mean two power suppliers planning to get the

it same load?

12 A Well, it depends on what you mean by planning.

13 Normally I understand planning to mean spending money to

14 take the initial steps toward investment, and so on.

I
15 That is not likely to materialise becausa !

16 presumably before you reach that point, you find out which

one is going to serve the customeb.17

10 But a customer is entitled to ask more than one

;g supplier the terms on which he can buy power, what the

20 available rates are, and whether there is any restrictions-

21 on availability and so on, and he is entitled to get a

I
22 straight answer from both and make his own choice.

23 If that leads to one being selected over the
,

y other, and that one doing the planning, that is the way it

- 25 ought to be, I think.

.. _ . . . _ - - - - . - - . . . .
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!

1
Q Once you get thecustomer, in your viest, how long

2s

should a power supplier be able to hold on to that customer?
3 A He ought to have soma protection for the fact,

(. .. 4 that he has made in many cases a sizeable capital invest-t
,t

5 ment which ought not to simply go down the drain, and !,

!
6 therefore Ithink if -- it Japends, of course, on the I

,

7 investment size -- but for a good-si=ed investment for a
8 good-sized customer, I think a minimum contract term of

9 say five years or so would be not only reasonable, but
10 pretty standard practice.

11 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
s

14' appears as though these days it is taking in most cases
i15 eight to 10 years from the concept to completion. I don't i

16 know that that is necessarily indicative of what will be

17 - true tomorrow, because there is a good deal work being doneb

tc towards standardizing designs, recognizing the problem

Ic of delays in approvals and trying to streamline things
20 and so on.-

21 Q In terms of coordinated 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 th speriod of time that it taken to

'~ 25 construct the power plant?

- . .- - . . - . . . . . . - . . . -
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1 A No, not necessarily. l
j

2 Q Do you have any familiarity with the requirement
!

l--

3 to demonstrate the nacd for power in an environne:ntal1~.

{- 4 proceeding beform the NRC?

-

5 A Some.
e But perhaps we can save time if I go I

6 back to the preceding question.

7 Most of the customers the utility cerves are
s residential custo:ners. There is no assurance that any one

of those customers is going to bo here no:ct week, and I9

to don't think there needs to be. That was part of what I had

11 .in mind in my answer.

12 Q Would you percalve a difference botveen

13 residential customers which you just described, that tend
e

la
'

to move in and out, and a single customer of a large lead,
~ . ,

15 eny 10,000 kilowatta? !

16 A Certainly. That is why I said that typically
17 you might ask for a minimum term of at least five years,

'most utilities have a cliding : scale on that, the biggeriC And
'

to I the load the longer the term for which they ask for a

20 contract.'

21 Sometimes this is specifica in the rato
.

22 schedules. I am not sure if that is true in the ones shown
23 here. I will be glad to look for ' Ramples if you want toc.

24 take the time.
4. , 27

. 25

1

. - .. ~ . . - . . . . - . .
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I G Mr. Kampmeier, lot me just. in order to nake it clear

'
2 that I understand what you are saying, ask you whether in f

i, ,

3 your view coordination among a large number of systems |,

!

b 4 would or would not be likely to eliminate whatever small !
' ;

l''

5 degree of wholesale competition might other wise have 4

!
*

6 existed among those systems? |

7 A Would you repeat the question, please? !

8 (Thr: reporter read the pending question.) ,,

9 THE WITNESS: I would think it should not be likely I

;

to to eliminate it. I

!

si A I say should. I am not saying it would, I
0]

12 am saying should. b

13 BY MR. REYNOLDS: [{
L

14 g Mr. Kampmeier, if a small municipal system

15 owns a very small portion, let'a say five percent, of a '

16 large power plant, let's assume 1000 megawatts, which !

j7 plant was constructed by a private owner, could you tell

18 me what contribution that small syste. will have made to |
i

39 achieving the economies in the power plant construction? I

20 L Yes, I will try. It depends a little bit-

21 on how narrowly you interpret the words " power construction."
. -

;

,. 22 If the same plant would be built at the same time !
; i

in any case, in either case, then in temrs of construction |23,

24 cost, I wouldn't expect any saving. But in ter12s of capital

\\ '
cost overall, generally, I think there would be savings, i

-

25

$

|
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; first, because it doesn't necessarily follow that tho saas
! .,

2 " Plant would be built. A five percant differenco in plan:
,

-"

!

size has baen known to mcke a difforenco in the actual i3
!

#
=

(_ 4 size of the plant built. |
!

5 This is tanding to bo leac true en. sizes tend.

a .
-

|'"to besoame standardisud.6

But it is quito possible thct it would have the7

8 effect of movisag a decision fro:n one size plant to a larger- p
1

sized plant, which might be larger by more than fivo percent. )g
Il

he t a of construction might very well ba
{to
:.

affected. And certainly the rapidity uith which the plarit |3,
|

w uld be loaded would be accolcrated, if you had additiensi
12 ,

" ** * *
13

( j-

IS I hope that gives you a reasonably cloer
14

'

answer.
.\

15

'N O If it is a base load plant, how would the loadling
f 6.

of the plant be accelerated?

A, well, the has 1 ad f a system con acco:a:cpste |H.

|te
'

only a certain amount of capacity, and that in the ofE-pook~
g

e f a sys em a n y m e pe m n age, o punt or ht-' 20

ever, of the peak load.

*
And without another pieca of load fivo percent

greater, that is a losser amount than it would be if you had

another five percent of load. Enen you had a new base load

plant, you almost invariably aro increacing, at leant

temporarily, your baso load capacity beyond the a:ocunt of your j
i
!
s

. - __. _ - _ - _ _
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1 minimum off-peak load.

- 2 And to the extent that you got five percent more

3 of that capacity.
y

>

b' 4 Now, in due course that base load plant is goihg to be
>

5 loaded up and then you begin thinking about "br'in'ging another',
6 one on.

But this comas nscacasrily in steps, because
7

8 you have capacity in steps, the load graus in steps,

and, therefore, you get a differantial ther thich means9

that the added fload, has a bonoficial impact on the ability
10

to load plant additions all of the vay'along from monthgj
'

12 to month and year to year.

0 If the five percent participant wero.,a wholesale
13(

customer of the private interprise, hwo would that affect the14

15 load ~ capacity?

16 A It might not affect it, but I don't think ,this

would entitle anyone to say that 'a municipality who wasg

18 buying at idiolesale shouldn't have the sara rates and

19 Privileges with respect to deciding to go into the generating

20 business and buying a piece of capacity than somsone who'

is alread in the generating business.21
.

MR. REYNOLDS: May I have that answer back, please?22
(

(The reportar read the record as requestad.23

MR. REYNOLDS: I will omove to strike the last24

Part of that answer as nonresponsive.~ 25

. ..-- -. - -- - -
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bw4 CHAIRMAN RIGLER: Granted.
1

BY MR. REYNOLDS:
2

0 In your view, if a municipality sorved by TVA were
3

.

o to own a portion of the TVA generating capacity, vonld

~

that contribute to the benefits of the cc:getition, and
'

5
prevent concentration of economic power?

'

G

A I suppcse it might.,
7

g How would that be the case?
O

A It is a little hard to try to an:swer that
9

questions without parheps being unfair to pecple involved in
10

the electric businese of the Tennesace Valloy.
11

I suppose one way of trying to answer it is
12

that I think when I was in the pcaitica of holping to
'

13 *
i

' plan the expansion'*of our synt.e,w that I recognised that I ,
- ..u

had a certain amount of econodic pouar, and econcmic
15 '

'
.

.

16wer can be abused, and I might hava abused it on occasion.
16 .-

And I would be fnoed with the fact thiii6 I couldn't
17 .- .

control what my customers might chcoce to do, they wero
to

Ic..e to make their own choicas and follow their cun
*

19
' judgments, that would have a cobering affect en 'sii'

'

20

Es28 21
4

23
,

24

-

25

. .-.. . - . - - . . - . . _ . ..... - . . .
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arl 1 If thct is not responsivo, I am scrry.

- 2 I think it is the best I can do.

3 BY MR. RD*NOLDS:
cf ,

(~' 4 Q What exactly is the contribution to the

c 5 benefits of competition that would result by a
,

6 municipality owning a portion of WA's generating capacity?

7 A Well, there arc all sorts of facets of competitiort.

8 The partial ownership of a generating plant by others

9 would have introduced greater consideration of alternatives

10 to force construction, greater consideration of perhaps
i

i1 alternative suppliers of equipment, greater consido ati'no

12 of alternative ways of financing, possibilities of

13 introducing some financing that would have b2en ensmpt

14 from income taxes, which ours was not.

15 All of these things have some impact of a sort

16 of competitive nature, and I haven't tried to think through |

what all of the answers would be to that sort of ag7

question.
|g

gg It is a very hypothetical question and I

20 haven't had any occasion to think about what hypothetical-

21 answers would have been 15 yeara ago, let alone tcday.
'

Q It is hypothetical because WA never did offer3

them a participation in any of the units, isn't that right? |g
.

A As I said earlier, we discussed that alternativog

at one stage with the distributors, and if they had shown |- 25

-. _. . _ _ . . _ . _ _ ._ ._ ._ _
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I more interest than they did, I think it would have been

2 pursued further than it wac. f|,

3 Yes, I think in offect we offered then the

*
- 4 possibility.

5 Q Would the coan of power from a particular pcuer,

6 plant in which a customar owned a portion or had an

i

7 ownership interest that was built by TVA have been any |,

t i
i

8 different than it would without the participation by the

9 municipal? 1

10 A I think the interest costs would have bcen

11 reduced. I am not suro but what that would have been offsat

12 by increased administrativo costs and so on, or not.

13 Q Why would the interest cost be reduced?

(
14 A Because the municipality could soll bonds

i
15 whose interest would not be subject to fedoral income, tax.

,

:

1

16 Q So that the lowcr interest cost would be due to i

17 the tax subsidy; is that correct? |

93 A Tax exemption, right.

ic Q What is the nature of the competition that
I

20 you visualize would be created by that situation?.

21 CHAIRMAN RIGLER: What situation?

'
22 MR. REYKOLDS: The situation of participation

23 in ownership by the municipality in a ':VA unit.
,

y THE WITNESS: I tried once beforo to an0wer what

( I thought was that quantion.25s_

_ _ . _ . _ _ _ _ _ _ _ . . ._ -_
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1 CHAIRMAN RIGLER: I thought so, too, Mr.

2 Kampmeier. I am a little lost right now on this whole,
;
;

3 line. Try to pull it together, please.
i

.

* ~ 4 BY MR. REYNOLDS:
;

5 Q As I understand your testimony, Mr. Kampmeiar, jq
"

|6 you have indicated that if there had besn participation i

7 by the municipality, that that would have contributed to

8 the benefits of competition in the TVA situation? 1

9 A I didn't say it would. You asked -- I don't

to remember how you asked the question, but I am quite sure

11 my answer was in terms it might have. I didn't say it

12 would have.

13 Q And I believe you said that the cost

( g of power from the plant in the ovent of participation
i

15 m ld prahahiy be less because of the reducation in

IG . interest costa due to the tax exemption of the municipality;
.

17 is that correct?

I 1

;g A I said that the effect of tax excmption would
|

ic reduce the interest costs, and I didn't know whether ^

l

20 thatwould be offset by other costs or not.
,

21 I also did not necessarily menn to imply that

! 22 any added competitive benefits necessarily were limited

23 to any that might arise from a reduction in the cost of
,

21 power.

( I think there might be other ways in which25

. _ -
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1 you could get competitive benefits.

- 2 O Uhat I am trying to find out is what thoco
,

e

i3 other ways of getting competitivo benefits are that you ;

\

4|
s

f have in mind.

5 A I don't have them in :nind, but I am glad to

6 try to think of some for you, sinco that is what you want

7 me to do, apparently.
#

6 Q If you don't have t|aca in cind, that is fino,

i

I thought by your prior testimony you did.9 '

10 Tell me this:

11 , What are the administrative costs that you

12 have in stind that cffset the reduction in tho intcrost

13 i costs?__

( | !-

14 | A Well, I don't know if they would offsot tho reduc -

15 tion in the interest costs. I said thoy might. |

10 | Well, there are some somewhat loss simple
i

!
37 administrative arrangements, where you have joint otmer-

;.3 ship, the contracts betwo2.s TVA and the distributors

tg involved would have had to have been renegotiated, and

! that inevitably involves some adminictrative costa.. 20

21 These are the sorts of things I era talking

.I 22
,

about.

23 0 Let me see if we can nail it down this much:
A

24j Is the area where these othar benefits of

i competition exist between the wholesala custoner of T7A
- 25

|
|

| t

. . . . .- -
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i

I |and TVA?

2s A Would you read that, please? $
!3 (Whercupon, the reporter rend tho.+

( 4 pending question, as requested.)
fA MR. CHARNO: I will object to that question I

r
\

6 unless Mr. Reynolds is indeed asking the uitnecs to
7 speculate upon sesa areas of benefits.
8

He instructed him not to before when the
9 witness offered to. If he is opening it back up, that ic

:to fine.

11 If he is not opening it up, then I object to
I12 the question.

13 I am just trying to get an understanding as to
,

(
14 what it is the witness has testified to when he says
15 that there are other benefits of competition.

i
I

IG As I understand it, he has come difficulty
;

;17 defining what those other benefits are.
| ,

'
10 I am trying now to at least see if we can
1C determine where those other benefits would arise, ati

20 what level of competition he is talking about.,

21 I mean he obviously had something in mind which
.

22 at the moment he is unable to articulate.
30 23 CHAIRMAN RIGLER: I am not sure the problem of

a

inarticulation lies with the witness here, Mr. Reynolds.24 !
; I
|

25 It may lie with the interrogator in this case, becauce I
;

. . _ _ _ _ _-
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I am having trouble with the line, too.
:
i

2 You opened the door by asking him a hypothetical'' '

\ l.
!

3 to which he responded it night. Ycu tranelated that into it !
? ;

O I
t 4 would. !,

w :

A 5 You e:tplored that with him. He suggested ccma
C

G benefits. Apprently you either didn't grasp these
i

7 benefits or you disagreed with them, and tre went back to it. .
I
t
IB Then you closed the door, as 11r. Chczns pointed
|

9 out, and now you are rcopening it.

to I am going to ich you proceed, but uc h?.va just

11 about come to the end of this lino. Ua cra going around

12 in a big circle at thic point, and I don't think the

- 13| difficulty is with tha witnces. -

k. '

14 MR. REYMOLDS: all right. I .iill accept that.
I !

15 I am doing the best I can, Mr. Chairr..:.n, and I am carry if
,

i

16 I am having trouble articulating it.

17 I am trying to communicate. If I am having |

;3 trouble, and that is the causo, I apologisc.
1

;g It may well be that over the ovening I cc.n

20 restructure the area and como in with acne other questionc.*

21 CHAIIGI:W RIGLER: I want it undcratcod the Ecs.rd
s
'

22 is not trying to foreclose you frca any legitirnta arca

23 ' of inquiry. But when we are going around in a r.uddled
(

24 circle, I want to break the circle and move ahead.

'

25 If you would like to rephraco the pending

i

. . , . . , . _ - . . . _ .
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1 question, go ahead. |
!

' 2 BY MR. REYNOLDS: I

3 Q in connection with the other benefits of
O

i
t 4y competition that might result from a municipality |

1-

'A 5 participating in the ownership of a portion of a plant ;

|
5 of TVA, did you have in mind benefits of competition at the

7 wholesale level between the wholesale cuc'cmers of TVA

84 and TVA itself?
.

9 A Well, I will first try to answer that question

10 as directly as possible and then to try to throw a little

11 more light on this whole thing.

12 Any time that you put somebody into the whole-

- 13 sale business to any degree who is not in the wholesalo
(

14 business, which you do when he obtains partial ownership of !
i
1

13 the generating stations, then you, I uould think, open up
,!

IG possibilities of competition that didn't exist before.

17 Now the more general comment I would make is !

;g I guess part of my difficulty in trying to respond to your

;g questions is that I am assuming that your questions are

20 all directed to the basic statement that I have made in-

21 my direct testimony and there I was talking about the

1

22 value of not sacrificing diversity of types of ow:2ership,

23 and this was geared to the proposition that if small

24 systems can't obtain the benefit of coordination, they

25 , are likely to have power costs thatmake it impossible

t

|

- - . - - - - .-
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1 for them to remain competitive and they disappear,

2 and then you loct diversity.^'

,

3j I don't think, in all of your questiona about !,
' o I

( 4 TVA, the WA area, we are talking about losing diversity 3

|-

4 5 of owner.!hio. Ir *

;
i

G I don't think we have to be concarned the.t the i
!

7 municipal system is going to disappear, if they can't |
.

8 buy a piece of the generating stations.

9 Thorefore, I have great difficulty in trying to

10 be responsive to questions that coom to me to have '~

ti nothing to do with what I was talking about.

12 Q In fact, diversity of ownership is non-

l

(-
13 , existent in the TVA situation, isn't that corrnet?

l

14 A No, there is diversity of ownerchip, in that
'

is there are municipal sysi.vs, there are cooperative
,

16 systeins, there are county-owned systems. I beliove thero

17 is one privately-owned system, all distributing TVA pcwer,

to and there is a federal system that is in the wholesale

i
19 i business, and none of these are in danger of dicappearing

20 because their power costs are being forced out of line with'

| others in the area which is what I was talking about.21 ,

T I
31 O If a system is too'small to fully utili=e22

23 , the economies of sale in generation and transmission,
f i

24 and if it cannot make a contribution to the efficiency of

25 the design, construction and operation of a genaration

- - , . n. . . _ . . . - - - . . .
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1 and transmission facility, what is the advantage of ,

1
n.,

2 its participation in a small percentage share of the '
i

I
!

3 ownership which it cannot also obtain by purchasing its j
,9

|
|- 4 wholesale supply entirely under regulation by a regulatory ,

,

!
5 authority? ;

p
l

6 MR. CHARNOt Could I have that back, alculy?

7 (Whereupon, the reporter read the

6 pending question, as requested.)

9 THE WITNESS: Well, I have trouble with come <

|

10 of your " ifs," but accepting them for the sake of a

11 hypothetical question, I think the important part of the
l

12 answer -- I am not sure it is the total answer without |
| !

'' 13 being able to give this questin more thought -- but
\

14 certainly part of the answer at least lies in the fact |
i.

15 that the regulatory process is a fairly rough justico cort j .

1G of a process.

And when one sees situations, for example, in
17

which a municipal system is obliged to pay more for povor than13
1

te an industry would pay for the sama amounts of power,

then to my way of thinking, the regulatory systam is not#

20

working as effectively as it should. And that municipality
21

} might therefore find that it can better assure itself of22

g'etting power on a basis closely related to cost if it has23

some role in the process which reveals what the costs24

are, specifies the costs, specifies the way those costs
| 25
i
|
1

|

! L
._. _ . _ _ _

,-
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1

1 are going to be reflected.

!

2' This, I think, is a pretty important point.,' , i
s I

3 :i I am not sure it exhausts the possibilitics of anstrerc j
i

*
IA

t, 4, to your question which I would want to think about r.ome !r :
|

' c. 5! more before I would answer it completely. !
i

i >

61 Q Is it your view that the small system in the |

|
7 hypothetical that I gave you can got the powar that it j

|8 needs cheaper through participation in a small perccatage -

I
-

s| share of a unit than it could get it by purchasing that
,

i

10j same amount of poucr at wholesale from the supplier who
!

11 owned the unit?
!

12 A There is evidence in some of tha rate cor.parisons

,- 13 ; that one can make that this might be true. Thera aro,

\
! |

.

14 | other considerations. !,
I

and 31 15 ; iI
I

e

N

17 i i

I |
f.

10

19

20

21 |
r i

# 22 '
i

s

24

i
25 I

i

i
n

. _ - . . - ~ _ . . . - , . . . - - . - -.---
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The small system might by buying its basoload'
bwl

,

requirements or part of then from a large generating unit

in which it has joint interact, might then ba able to3
g

.

combine that with peaking power from a combustion turbine4

ha
plant, might be able to combine that with intermadisteB 5

,

load power from still another source, and produca a combina-F 6

7 tion which would have lower costs than the power which ic

available to hirr under the existing rata schedule.8

9 MR. RBYNOLDS: This would probably be a

10 convenient place to break.

11 CHAIRMAN RIGLER: Are you reauonably on schedule

12 for your three-day time period with the witness?

13 MR. REYNOLDS: Yes, sir. 'I would anticipato

14 finishing by 4:30 Thursday at the latest.

15 I would anticipate we would be finished with

16 this witness, including redirect and recross by trc

17 end of the day on Thursday, without having to go laga on

18 Thursday.

19 CHAIRMAN RIGLER: How about going lata tec:orrow?
,

20 MR. REYNOLDS: I would not anticipato we would

21 need to do that. But I guess it is hard to really giva
,

you an answer on that at this particu: u.| 22

$ 23 At the present time I would not anticipats

having to go late on Wednesday, in creer to e 3t the24
7

Thursday 4:30 time period, but if it does look like we are25

,

f
'-- -- _ . . . . . ,
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1 going to run into that kind of a prob 1 cia, I can alert tho
|

~

2 Board as acon as I have that feeling tomorrow.
bw2

3 CHAIRMAN RIG 7.3R: And the reportors. I don't

(-.. 4 knew if they would have any difficulty staying lato.'

5 MR. REYNOLDS: Ch, yes.
{

'
N 6 CHAIRMAN RIGL3R: All right.

7 We will resuma tc=crro'.r at 9:30.
.

8 (Whereupon, at 4:40 p.m., tha hoaring wac

9 adjourned, to reconvena at 9:30 a.m., on Wedncaday,

10 March 3, 1976.)
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