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< *

-{ ?. Whereupon,
/,

3 DR. HAROLD WEIN '

.

4 resumed the stand and having been previously duly ot:cen,

a 5 was examined and testified further as follous:
6 CROSS-EXAMINATION (Continued)

7 BY MR. REYNOLDS:

8 Q Dr. Wein, I believe at the and of the week las t
%

9 week we were discussing your testimony relating to your

10 concept of natural monopoly.

11 Could you tell me whether it is your belief -unat

12 the generation of electric power in a natural acnopoly func-

13 tion?

g4 A Let me interpret that question in the way I think
'

15 you mean it and if that's right, I'll be gicd to answer it.

16 The term " natural monopoly function' is a term

17 which you use but which I don' t.

18 Now if you mean by a " natural monopoly functica" --

19 and I reinterpret your question as saying is it the case that

20 if there is only one firm engaged in the generation of

21 electricity in a particular market and in that market care
*

.

22 were two firms engaged in the generation of electricity and

23 if in that market it could be shcwn that if there's only oneo

24 firm engaged in the generation of electricity it would hcVe

25 the lowest cost as compared to two firms, three firms, and

.

, _ _ . . _ . . . . , - . , , . a - - - - - - - * * ' * ' - -
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cb2 I so on, if that's what you mean by your question, then the

2 answer is if that were tho case that in a particular narkets

3 one firn engaged in generation would have lower costs or

4 two firms or three firms or four firms, rhen the answer is
'-

,

S Yes, if that were the case. !,o

G Q Is it your view that ganeration is a natural

7 monopoly in the capital area?

8 A No, no, it's not a natural moncpoly in the capital

9 area because by definition of " capital area" you have CEI

10 engaged in generation, you have Toledo Edison engaged in

11 generation, you have Ohio Edison engaged in generation, you

12 have Duquesne engaged in generation, you have Pennsylvania

13 Power engaged in generation, you have the City of Cleveland

k
14 engaged in generation, you have Painesville engaged in

15 generation, you have many others. |

16 Now I must have enumerated at least eight firms

17 ||
and if you are to tell me that if we had only one firn i

il
ti

~0 " engaged in generation and that one firm would be more effi-

i# cient than any other possible combination, then of course by
,

20 definition it's a natural monopoly.

21 Q If a group of 800-magawatt base load generating

.
22 units tied together and operated as an intecrated part of

23 a single electric system can provide all the pcwer required'
-

,

24 in a given economic market area at a 1substantially 1cwer

25 cost than that achieved by any other available alternctive,-

|

| |

l

|

|

- .. .- .. -. - - . . .
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Ieb3 would that not constitute a naturci monopoly regardless of
,

2
(~s how the system ownership were divided up?

'

3 A ths, because natural monopoly is not -- in economics
.

4^
is not a question of the hardware. Natural monopoly in

5 economics is a ques tion of a firm-- !
O

l
6 New you said ws have more than one firm. New the

? question is do the economics como from the face that we

8 have an integrated system and some other alternative,

9 electrically integrated, technologically integrated, and some

10 other alternative of having such integration involving more

11 firms?

12 Well, then it would not be a natural nonopoly

13 because there are many firms involved.

(
14 Q If generation is in your view noc a natural

|
15 monopoly in the CAPCO area, then as an antitrust eccncaist, j

:

IG what is your basis for your opinion that municipals and !
|

17 cooperatives must have direct access to CAPCO's nue)ccr units?'

IO A This is very clear, the fact that four firms

If are not a natural monopoly does not imply that these four
!
t

20 .I firms may not be so economic compared to other firms and

21 if they combine and prevent these other firms frcm gaiaing

'

22 access to important factors they are enercising moncpoly

,
- 23 power.

24 Not only natural monopolies c::ercise ncnopoly

-- 25 power, In fact, most of the antitrust cases are brought

i
i 1

. . - - . -.-. . - - . - . . - .-. - . . .
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cb4 1 against companies where they are not natural monopolies
2m. but they nevertheless have monopoly power.

3 Natural monopolies can engage in nonopolistic
*

'w 4 practices but it doesn't folicw that all those who engage
t

5 in monopolistic practices are natural monopolies. I
O

6 O Let me ask you, Dr. Wein, why is it on pages 46

7 and 47 that you changed the word "narket" to " area"?

8 A Well, I was defining the term "hori=ontal inte-

9 gration" and a firm which has many dif ferent plants or
10 stores or whatever the nature of the business is but sells
11 in ef fect only one product or one line of commerce, it would

12 be horizontally integrated whether it had many of those in

13 a particular narket or whether it had many in different
(

la geographic areas which constituted separate markets.
'

,
-

i
15 That's essentially the idea behind it. '

16 f tR. REYNOLDS: Can I get that answer read back?

17 (Whereupon, the Reporter read frcm the record

a

tr as requested.)

If BY MR. REYNOLDS:
,

20 Q Let me ask you why did you insert the word

21 " private" on page 47 in the last sentence to your response

22 to question 307

-' 23 A Well, because I thought of TVA, for examplo,,

24 which does not engage in local distribution.

25 0 What do you mean by locr.1 distribution?

. . .-

k
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eb5 I A TVA doesn' t own, for e::emple , the distribution

.(' 2 systems of the municipalities to which it sells ' wholesale

3 power.
.. m

4 Q Does TVA sell power at retail?

5 A I think it does to a certain extent, yes, but J -,

6 not primarily and certainly not in all the regions in which

7 it operates. At least that's what I remember Mr. Kampmeier

8 saying.

9 Q on page 47 of your testimony "ou address the

10 question of whether economies of scale provide an economic

18 rationale for vertical integration. IIave you ever heard

12 the term "econcmies of vertical integra: ion"?

13 A Yes, I've heard that term.

14 Q How would you define that term?

|
15 A Well, econcmies of vertical integration can be '

,

!G said to exist if a firm, by owning two or more levels of

17 production, can oper ite more cheaply than if it cwned onlyg
i

13 one.*

if So, for example, if I were engaged in making
!

l
20 steel ingots or raw steel and also using that rau steel

i

21 to roll it into a variety of shapes, and if I made my raw.

a
*

-22 steel as wo usually do in large plants by having a source of

. b
23 hot iron I would save a great deal of heat which otherwise,

24 would be lost if I were to buy hot iron from another company --
|

|
25 if I were to buy iron from another company which could of

,

|
|

.__ . .,, -. .2 - - ~ - - - - . . t~-- - - - - - - - -
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1 'ob6 course exist solely to cell iron, but I would then have to 1

2( pay. the .:ransportation for the iron, I uculd then have to
|

3 reheat the ircn in order to get it into a moltan stage,
a m

4 Similarly, if I were engaged in the rolling of
g

?

5 the steel, then if I did not combine the two I uould have '

,

G to take the steel ingot and reheat it and actually have . to

7 reheat it more than I would if I bought it in tha cold stago.
.

8 So that some processes are so closely inter-

9 connected that if you break them you will be expending more

M money rather than if you integrate them and thorofore you do

11 it.

12 Now those are the economic ef ficiencies.
13 New I've just taken an examplc from a manufactur-

14 ing proo3ss. There are many other sorts of thingc in which ;
?

15 the same thing takes place but that doesn't mean that these I

16 are natural monopolien. You can get very integrated and not

17 be a monopoly at all.

10 Q Is there any di'stinction in your mind betueen

10 economies of scale and economies of vertical intecration?,

20 A Well, yes, the two can be distin,uiched out that
d

21 dcesn' t mean that-- Well, yes, the two can be distinguished.
> ,

9

22 0 Your testimony focuses entirely on acenomies of
'~

23 scale and not at all ca economies of vertical integration.

24 in the electric utility industry. Isn't that corract?
|

'~
25 A No, I don't think I would characterize it that

i

|

|

- - . . , _ ~ . . . _ . - - - _ - . ----.--. . .- - . . . - - .
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gb7 I way.

2
(~ Q Where is it that you discuss eccnonies of vertical

3 integration in the electric utility industry?
*

,m-
4 A Well, I think e.11 through there I'm trying te

.

5 make . a distinction that what economics one gets from
,

G economies of scale sometimes will lead to vertical integra- i
!

7 tion and sometimes it will not, and if it leads to vertical

8 integration, the economies of scale .thac you get at ene

9 level of integration doesn' t necessarily mean you got

10 economies of scale at the other level or that if you do that

11 they are necessarily in equal amount.

12 Then I think I recall saying you may get econcmies

13 of scale and by using large generation equipment if the,

(

14 market is large enough but it doesn' t follow from that that

15 you gec economies of scale in local distribution level i

16 electricity simply because you have ocenomics of scale in
,

,

17 p gene ration.
l!

i '. Id now that constitutes to me a discussion of verti~

F cal integration in the electric industry.<

I i
'

20 ; O Will you give me what your distinction is between
b

21 economies of scale and economies of vertical integratica?
.

1
22 A I thought I had already done this.

!
\'

23 0 No..

24 11R.11ELVI!! BERGER: l'11 object as asked and

- 25 answe red. ,

4-

4

~n,, .+. ~ . - _ . . _ . . . ~ - , . . .- . .
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cb8 -1 MR. REYNOLDS: The witness has testified what he

2 thcught economies of vertical integration was and he testi-

3 fied he thought there was a distinction. I ma now asking

. ~' 4 him to tell me what that distinction is, i
t
i

S CIIAIIU!AN RIGLER: Yes, I understand the qucstion. j
.

G I think the problem is he covered the distinctica in his last
t
~

7 answer.

8 Is that what ycu were intending to do?

9 TIIE WITNESS : In that answer and also in the

10 example I gave of the steel industry you have economies of

11' vertical integration by saving heat. There nay not have

12 been one ecencmy of scale in thera in terms of the largest

13 size units, but whatever that was you still got it from
i

14 saving heat.
i
i
*

15 CIIAI!UiAN RIGLER: Can you give a very quick

16 summary of the distinction between the two?

17 THE WITNESS: Sure. Yes. |

[D] You get economies of scale --

10 BY MR. REYNOLDS:
,

20 Q And in the electric industry centext, please.

21 A Well, now, read the question.

22 CI! AIRMAN RIGLER: Will you rephrase it, please?*

' 23 DY ftR. REYNOLDS:
,

24 Q What I'm 1ccking for is a conciso statament of

- 25 the distinction between econcmies of scale and econcmies of

-
. ,

. - . .. . - - . . - .-. .-
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cb9 I vertical integration in the context of the electric utility
2-

industry, as you understand it.

3 A Well, if you mean by "the electric utility in-
' ~' 4'

dustry" a vertically integrated generation, transmission
5 and distribution company, that's one thing, If for e:mnpla 1-

1
S we ha, ly a local distribution company that's another.

7 In a local distribution ecmpany there may not necessarily be
8 any economies of scale. There could be but there may not
9 necessarily be.

10 Q Well, let's take the other situation so thct we

11 can define any distinctions.

12 A I'm not finished yet. I'm trying to answer the

13 question.

14 Q That's what I was hoping for.

15 A If you won't interfere I'll try to answer. -

16 If you take a generation, transmission and dis-

17 tribution company, it is, under my definition, vertically
10 integrated,'

if Now the question here is do you get advantages
i

20 by having under one ownership the generation units, the

21 transmission units and the distribution units. And my answer-
<? 22 is you do not necessarily get advantages in those three

23 levels of electric pcwar industry by having them all in one.

24 firm.
t

- 25 Ilow you could got some advantaqas.

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

cbl0 The way one plans generation.and transmission !

|2
these days is that it would probably f acilitate the planning j

^

t3 if you were an electrical company who is engaged in genera- i
.l

i* * 4 tion and transmission. It would facilitate your planning |
?

5 by having both, for example, in the alternate organizational |
1

-

6 forms I mentioned that take place. j
!

7 It's quite possible you could have a separata

8- transmission company but this would require then coordina-

9 tion with those entities which were engaged in generation

10 and so it is in this sense that you might get through owner-

Il ship an easier way to plan the coordinated devalcpment of

12 transmission and generation units and in that sense you might

13 get some advantages from having a generation and transmissien
i

I4 company within the same corporate entity. |
!

15 But that's quito different, you see, frcm the

IG example I gave you of the steel industry. There you lose
,

l

17 the heat just by not having them physically intercennected

IU within the same caso. In this case you facilitate planning

10 and if your planning with two entities was just as good
,

20 as your planning with one entity you would not have to have

21 one firm doing it. You vculd simply have their joint plan-
I

22 ning.-

(
23 So this is why you do not necessarily get |

v

*
I

24 economies of vertical integration in the electric industry,

l A --- 25

- . . - - -.- --. . - - . -.
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i

|

1 CHAIRMAN RIGLER: Yes, but I thought the
| mpb1

1B
! 2 question was what is the distinction between the tro.

3 THE WITNESS: Okay, I'm sorry, I forgot that

<
_'

4 part,

5 Now, the econcnics of scale in the electric
,

6 industry at different stages are different. If, for
;

i

! 7 example, I was solely concerned with generation and if
,

| 8 the markets were large enough the generating unita are
. .

t

9 of such natura that I would got a lower cost by getting

to into larger scale generation than smaller ccale if

11 my market were large enough,For a given size nark 3t

12 there would probably be one or several optimal typec

.

13 of generation equipment I could put in. So that the

14 economies of scale in the electrical industry cre,ac is )
! ;

15 well known, they depend upon, in the nature of the technolig-- |

16 ical units involved and we do know that if I had an
j

17 output, a market which would take 2000 megawatts of

Power then it would be better for me to put in larger18,

i

! units, say from 500 on up than putting in 40 or 50gg

|
! 20 megawatt units.

i
On the other hand, again if I were isolated| 21

."I
I couldn't take advantage, say, of putting in t'io 1000

r

22

! k- megawrtt units because I would have to carry one as# 23
1

i
reserve. |

24
t

So that when you talk about the economies of
25

i

:

!

-. - - . . . - - - . - . - - . . - -
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1 \

! mpb2 1 scale in the electrical industry you are always talking i
i l

2 about with renpact to a given market,with respect to ||

3 a particular kind of unit, with recpect to whethar there
i

'
#

i 4 is or there is not coordination and co on.

1
5 Now, iin ccamon parlance, i.e., ac enginGers

.

| 6 or technocrats talk about it, they're looking at a

|

| 7 piece of equipment and they'rc saying, But ycu know,
I

| 8 given today's prices for all tho factors of input you.

g could get, by putting in a 1000 magavatt generator, a
i

| 10 better heat rate and a louer capital cost than if you

!
j gj put in a 50 megawatt generator. That's what thay'mcan
i

| 12 by economies of scale. That is a purely technical sort

|. 13 of thing and it hac very littic -- you can't simply take

lI
14 that factor and jump to the econo:aic concept which ia

15 a firm engaged in a particular cuection.

16 BY MR. R3YNOLDS:

g Are economies of scala always a functiong7

of the market to be served in any industry?18

A. Well, it's a function of the nice of thegg

20 market and the technology at the tine. The cine of the

market doesn't give you ecenemies of scale, it's the
21

'

technologies which give you economies of ccale. The-

22,

factor inputs, the prices of the factor inputs, another
23.

i question as to whether you could take advantage of it hasg
!,

i'~ to do with the extent of the market.
25

I.

t

!

-, .- -. _ . _ . _ _ _ _ __ _
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mpb3 O Let me ask you this, Dr. Usin :

|,m 2 Have you made any a udien on which yen eculd,

3 base the conclusion that there are not necessarily

| 4 economies to be derived from vartical integration in
i

.
5 the electric utility industry?

6 A I haven't but I've thought about it. I have

f 7 not seen any studies which have shown that. I've seen
i

I 8 studies by ny friand Ullo, who uced to work for me at
i 9 the Federal Power Commicsion, uhc started cut to sec
i

| 10 whether he could tell whether one electric ccapany was
I
'

11 more efficient than another. The answer uns he coul<in't.

! 12 And then Dr. Pace tried it in his Ph.D thesis and his

13 answer was it is very difficult to toll whether ons
,

14 electric company is mora efficient than another. If I

I

! 15 couldn't tell whetho.t one electric company was mora
a

i
16 efficient than another it would certainly be more

17 difficult to say something about whether there are

la economies of vertical integration. Apart from that,

i
19 we don't have very many largo private -- Uell, I can't !

! |

I 20 think of any larga private system which isn't vertically
'

|

1

21 integrated and so it wculd ba very difficult for me-

,
*

22 to compare that sort of thing.
t

.| 23 % Would you agree that generation and t~an aission
:

! 24 must be jointly planned in order to achieve minimum loss?
;

'-
L 2 assume you mean in a particular market area.25

!

. ~ - . _ _ . _ . _ _ . . . . - _ . _ _ _ . _ _ _ _ . _ _ . _ - --
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1

| mpb4 1 G Right.

| . '' 2 A Well, I think they shou (d be jointl'/ plcnncd,

3 sure.
I

.

!_ 4 g All right.
!

5 Now, what possible economic incentives do you
,

6

6 see as existing in connection with the creation of a

7 transmission only company which has no affiliation with

8 generation?

i

! 9 A What incentives could I see for it?
!

10 0 What econcmic incentives can you see to that?

I
i 11 A Gee, I can see a lot, depending on which

12 viewpoint one takes, whethor one takes tho viewpoint of

'
13 social accounting or private accounting.

14 0 Let's take the vicepoint of private accounting.

15 A Well, if I wanted to plan a transmiccion system
,

!

| 16 I could probably ma':e as much money in so doing ac if j
i
'

37 I wanted to plan a completely vartically integratad system.

18 I doubt tnat we would be subject to sc2e sort of regulation. .

t

19 It seems to me that the eccncmic incentives would be
|

| 20 just the same, that I could sell transmission services.

f

I 21 For-example, suppose I said, Look, I'm going
,

'I~

|
22 to build a transmission network, since vo're going to ctart

i

.[ 23 de novo, since obviously right now you can't do it, but

24 I'm going to build a trancmission nhtuork ard I'm going

25 to connect this transmission network cnd I'm going to taks
.

:
t
i

|
. . _ , _ . _ _ _ _ . _ _ . . . _ _ _ -
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mpb5 1 together the cities of New York, Philadelphia, Washington,

' 2 Pittsburgh and cleveland and I will have transmicsica

3 around there and I know in these creas there are lets of
,

|(_' 4 generating ccmpanies and I will say, Well, if you're a

.
5 generating ccmpany located in Philadelphia and M2LP wants

6 to buy power from you, this is what it will cost ycu to

7 wheel it;and I might get en awful lot of buciness that

8 way and there might be, of course, unfortunataly, en

9 awful lot of competition between tha ganerating co:rpanies,

,
10 if they had to face that kind of a question, but if I

!
t

| 11 were a transmission company and I had that monopolv
*

12 over the network that wculd be a pretty lucrative thing.
,

i

13 But of course I charge the scme rates for
(

-

14 evurybody, there wouldn't be an't discrimination. It

15 just means that now the local ccmpanics would have a
!

! wider option frem generating cc:tpanies.16
I
i

17 CHAIRMAN RIGLER: In order to provida that'
,

i

18 kind of service, though, you would havo to have high
{

jg voltage lines between all of thess service points..

20 THE WITNESS: Yes.-

i

|
23 CHAIRMAN RIGLER: And isn't it likely that.

-t
*

i 22 many of these lines would never be used, that there would

.i 23 be inefficiencies in your company?

I

| 24 THE WIT? CSS: If I were a stupid planner, that
i

| 25 would be the case, but, in effect, I would not - ycu sco,

.

:

.. - . . - _ - - . , . - - - -. .-- - - - . . .
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i
j apb6 1 I would not put in a high voltage lina unless I knew
i

| 2 that there was some .)retty heavy generation that's going~

:

3 to go over it. In other trords, there are some massivo
.

I (~'
2

~ 4 loads of power. So what I would do, in effect, is what

i
5 the railroads did in the early days and it's really no

|,

!
,

6 different. They build big lincs, but tihere do they
|

7 build them from? Well, first, in the early days the

8 great centers of the population wers in the east, so you

9 have got these great lines going from the great citics

to and that's what they did first. Eventually, as the
.

| t1 things grew up they built collatoral lines and in effcet

12 that's what they would have done in this.

13 Now, it is not unco:Unon in other countries to
i

14 have transmission owned by the goverInnent that, in affect,

15 becomes a common carrier.

| 16 I might add that the transmissica integration thtf-

!

17 the private companies do in effect ma'ces it a cc=en
|

| 18 carrier for themselves, but not for others teho are not in

f

I 19 it.

I

la 20g

21

e'
22

. 23

24

; 25"
4

|
,

t

- . . . . _ _ _ . . _ _ . _ _ _ _ _ . . . - . . _ . _ . _ _ . - .__ _ . _ _ _ _ . _ _ _ , _ _
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""1 I BY MR. REYNOLDS:

2 0 In the situation that you referred to with respect

3 to transmission as a comon carrier system in othar ccuntrica,
,

f

4 is not the generation also owned by the government?

5 A Yes. But it doesn't have to be.-

6 Q Do you know of any situation where generation and

7 transmission are separately owned?

8 A You mean in oth6r countries?

O Q Yes. Or hero.

to A I can't think of any at the moment.

11 All that indicates is that under different

12 conditions, different organizational forms come about.

13 Well, let me just think. Let me just think.

14 Am I not correct, in the Pacific intertic that is

15 built by the gover. ment, just a solo transmission line, nothing

16 else? Others use it, not only the power authorities up there
i

17 use it, but so do privates.

18 Also there was a plan by the Southeast Power

19 Administration to connect their dams all through that area of

20 the country, to build a transmission network. Of cource it

21 never did get built, because there was -- it got killed in
*

.

22 Congress.

E 23 Q Those dams are generation though, isn't that right?

24 A Yes, but they were going to build a transmission

~

that was to connnet their different hydro to each other in orda:13

l

i
1- I

. . . . _ . . - _ - - _ . . . - _ .... - - - . . _ . - ._
-
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|

mm2 1 to get efficiency of their hydropower and cell it to preference

2 customers. You don't build tranc=ission lines and not

(
connect it with anything, lot ne put it that uay.*

.

- 4 0 Dr. Wein, let me read ycu a statement by

5 Dr. Hughes during his testimony in this proceeding, appearing
.

6 at pages 3899 and 3900 of the transcript.

7 Dr. Hughes testified, and I am quotingr:

g "The natural way to plan, devalep and ocerate

9 a bulk power systsm is to treat gonaration told

10 transmission together because in scaling, sicing,

!

11 locating facilitics, designing them, they have

12 to mesh well and good system planners can put the

pieces together better thcn separate organizatiens13

operating t trough the mochenics of the market.14

"So in general, generation and transmission
15

tend to be integrated. Cnce you have a territorial
1G

base of individual systems it is a logicalg

development for the transmisison in thct arca tola

reflect whoever is generating and serving the load."
99

Now will you e:tplain to me in what uayc you feel
20

^

that Dr. Hughes i3 in error in connection with that statement?g
*

A Let me have it bafore me so that - before I

{. answer that question.;

(Handing docur.ent to the witness.)

tiell, I want to read the first part of it:

1

I
s

. . --- _- - - - . _ _ . - _ _ - - - -
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mm3 1 "The way in which the system grew up was to

2 have integration from generation on through

3 - distribution. And as systems consolidata withins

.

4 any given arca, the consolidation affected bulk

. 5 power and retail stages. And the natural way to

6 plan and operate a bulk power system once it hac

7 grown up and consolidated in that way in to treat

8 generation and transnission together becauca in

g scaling, si=ing, locating faci!.itics, designing

10 them, they have to mesh wall. And gcod cysfem

11 planners can put the pieces together bettar than

12 separate organizations oporating through the

13 mechanism of the market."

1.t Now the first part is the wey the systema grcw up.

15 I have gone through my discussicn on the differant

16 organizational forms to cover how the systems grew up. They

97 could have grown up in another way, is which I centene..

18 Now that the systems have grown up, i.e. new that

19 the CEI has a territory, obviously CEI, being a vertically

20 integrated company, when it plans its generation, obviously

21
must plan its transmission.

|
22 And when it plans its generation it obviorsly must

; (, f recast its loads, all of which are within its own system.23

'How the natural way to plan and develop CEI oncey

y it has already gotten to this stage, obviously is to do it.g ,

._ - . . _ . . _ ~ _ _ . _ . . _ _ _ _ . _ ._ _ _ _ _ _ _ . . .
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sm4 1 Ncw the no::t part of his ccmment:

2 "Once they have donc this, good system planners
(

3 can put the. pieces'together better than separata,

9

- 4 organizations operating through the machanism of the

. 5 market."
'

6 That is a little vague to me because if I follow

7 that logic out, then what I would he saying is that in the
,

8 entire United States ws ought really to havo only one organica-

9 tion operating the transmission and generation of this company

to because good system planners can put tile E oces together becueri

j; A than the operatign of the market.

12 I don't believe that at all. I think good syatem

i
13 planners operating within their given situation such as operatin;g

(. 34 the C2I, or an Ohio Power, given the fact that they are what

15 they are, they don't need the intervention of the market if

16 you mean by that some other independent firm. They cro operating
,

within a particular area which is theirs. They obviously use97

the intervention of the market. If there voro no market theygg

19
- oauldn t plan it, because good system planners don't plan

20 systems unless they tako into account tha prices, tha

alternativos and so on, which is the market.
21

'

'

S that part is a little vagua, but I assume that22

; (. that is what he means. He doesn't maan that they don t use23

the mechanism of the market to plan becauce that would beg4

( labsurd. That means they don't use prices to'plcn and that is
s/ 23

.

O

s= % me,. * ..ww. .---m-,. ,-- m -..



n _ _ . . _ . . _.

6851
;

mm5 1 obviously absurd.

i

2 What he is saying is they don't, in planning
,

s ,

3 within their territory, have to ack Ohio Power what they should,

.

4 do. That is essentially what he is saying. |

- 5 MR. SMITH: Don't you see natural efficiencias, j
!

6 however, when you can substitute a simple executive decision |
t

7 f r an arm's length bargaining that woulc. cxist if you had . j
i

8 separate transmission and generating entities? |
!

g THE WITNESS: No, I am not surc, Mr. Smith, that ;
i

10 there would be natural efficiencies.

I can see that it would be an easier conclusion to;3 i

!

12 come to when you have executive decision. But there might :

'be inefficiencies. For exan.ple, if I wera a t:cn'smission ;13
!

14 company bargaining with a GET cc:Gany, I would be constrained

t do as efficient a job as I could, or not my rates would ba. hi Jh15 ,

i

and de g&.T - generating part of the business, he uculd say, !
16

!

"*11., y u are t o high, we can't sell that. Either you cut i
17

y ur rates down or we can't get that business, that is all.
18

!
'And so you might havo it, whereas2 within one cer:prnygg
I

foperating on its own, there is nothing to constrain them. They3
r .

might, for example,because it would add to the rate base of
21

'

building an excessive transmission systen. Who is ther2 te22 ;
,

.

; ( say that it is excessive? No regulatory commission 'evar goes,
3
~ ' to my knowledge, into the details of the design of
24

-

anything in an electric power system. They don't even knew that
, 25
|

| Y
:
l-

~ _ _ - _ _ __ . . _ . .
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m6 1 they are being charged overpricas for electric generation.

f 2 No regulatory commission over did that. Sc how

3 could they ever know wheth a a trancmission system was.

. p
i. 4 efficiently designed.

. 5 So that I t link than that the natural afficienci.ac,

6 if you were to replace that phrane by, it is eaciar and it
,

7 may eliminate mistakes -- in other words, I might be a

8 transmission system that mace a mistake on where I thought

9 the big development was going to be, and th,orefora I got a

to spur'out which is empty.

It Eut the private systema maho those mistakes too.,

12 They als$ make riistakes in forecasting where the' development

( 13 is going to be.

14 BY 11R. REYNOLDS:

15 Q If you had a separate transmission ecmpany which

16 was charging a high rate, what would you suggest that tha

17 generating company do?

18 Go out and chop around for another transmiscion

10 company?

20 A No, I said if we had a separate transmission

21 . system,. if that was cubject to regulation, now I would havo
,

.

22 really a good fight on my hands so that a regulatory
i

& commission really could get sons information. "
g,

i

g The generating company ic, you knou, pretty cavvy
( .

' - about transmission, and it can go to the regulatory25
| 1

|

_ _ _ _ _ . _ _ , _ . _ ___. _ _ _ . _ . _ _ . _..
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mm7 1 commission.,

'~

2* And tisre are other transnission systems''

? throughout the country that may be vary nimilar, and it would.

*
_.

4 have that. And so you vould have a fight beticeen tvc

- 5 elements of relatively equal sizo and ability and that

6 would be very helpful to a regulatory cor.nission.

7 Q So you are contemplating that your generatien

a company also would hava transmiccion an well as a separa: e

g transmission company?

10 A No, I didn't say that at all,

t1 I said you would have tha generating conpany

12 which is a pretty big outfit, ycu have other trancaicsica

;3 companies throughout the ccuntry, the ganarating company

14 would be savvy gbout the transnission business.

This is what I said. It would no't be a small,
15

uninformed customer.16

Q Are you advocating the octablichnent of separat'e
17

:

transmission companiec?gg

A No, not in this hearing I am not advocating the
19

20 establishmant of separate transmission companics.

Maybe at scmetime in the future I night.3
.

|' What I am advocating is that the trancmiccion
22

he treated in such a way that anybody who wants to got en it'

g
i

does, and pays a fair charge before using it. j
24

1
,

'" CHAIRMAN RIGLER: Dr. Wein, let as ask you ag

i

l i

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

Imm8 question.
.,

2 In the CAPCO araa if there was separation generation(
3 trancmission so that you had five gancrating companies, how*

,

p
4 many transmission companies would you expect to find in that'

- S area?
-

6 THE WITNESS: You mean right no1? As of now?

7 CHAIRMAN RIGLER: Yea, sir.

*
8 THE UITNESS: And we ucre starting cort of g novo,

f

9 right? We have five companios and the question is, would

to there be five transmission companics, would thera he four,
.

11 would there be three, would there he two, would there be one?
.

12 I don't know. I really don't know uhnt would
1

13 happen. I cculd conceive that thera might be covaral.
:

14 Some -- and they would be interconnected just like a railroad

15 is interconnected, you see.

10 But I could conceive, for a::amplo, that I might have

17 a transmission company which might stretch all the uny., ucy,

18 from Chicago up along the shores of -- along tho chorac of

to Lake Michigan, acrocs the Michigan paninsula all the uay to

20 Buffalo with feeds off it, which might be onc trancmiccion

21 comoany which would bo operating interctate. And I might
, ,

.

22 conceive of a north-south transmission lino,

i
~

j
- 23 CHAIRMAN RIGLER: Would you c:: pact that CEI
.

i

2c would have at least tuo transmission options to interconnect

"

with chio Edison?25

-- - . - - - _ . .- ~.
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mm9 1 THE WITNESS: Yes, probably.

(' 2 CHAIIUGui RIGLER: And would that raise the cost
.

. 3 of *hansmission?
...

4 THE WITNESS: I den't know.
.

'

5 Nobody has ever really tried this kind cf creativo.

6 engineering because there has been no reason for tnera to do

7 DO

end 1C a

9

10

11

12

13

14
,

15

16

17

18

e

19

20

21
.

W

, ~

24
f

%s
y

.,
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i

I

1D obl 1 BY :1R. REYNOLDS:

2 O Dr. Wein, are you suggesting the feasibility ofi -
.

3 competing transmission companies? Will you give a Yes or Ne.

!
r'~ ' 4 answer to that? !

.

i

5 A Well, you have to tell me in uhat area. j
.

|
6 O Let's say in the CAPCO area. |

I

7 A No, I don't think I am at this point saying that ;

I

6 you necessarily have to have competing transmission Ocm-

9 panies although if " feasibility" means "possible," sure it's

10 possible.

11 What I am suggesting is that such transmission

12 networks that exist should be open to entities which are not

13 in the CAPCO Pool under fair charges.

14 CHAIPJ1AN RIGLER: That's the problem they've been [
t
:

13 having with this line, is that that leads to the result that ,

16 you can have or that it's proper to have just the one trans-

r? mission network. But your answers to the previous line have !'

|
'

17 been that you favor competing transmission net'.orks within

E the CAPCO area.
!

I
20 THE WITNE.SS: Lat me put it this way, Mr. Rigler:

.

21 The logic of the argument as I see it is this:

?
22 Is transmission necessarily a natural monopoly?

! 23 And my answer is No, it is not necassarily a nctural mono-

24 Poly.

CHAIRMAN RIGLER: Yes, you said that on Friday.'

, - 25

-

l

c
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gb2 TI!E WITNSSS: The sccend question: Uculd it be-I -
.

t
i

- 2 more. efficient-- I mean does the transmissien network cs i,,,

.N f

3 it now exists, is that more efficient uhan if MELP or the !
i,

1+
#(' others and so cn started to build their own? And the ansuer j

i

5 is Yes, it is because of the size of the system, the fact i
1

!
'

3 that the systen is tnere, the problems of siting and things i

i
.

7 of that nature, and the system itself has probably got a j

8 considerable amount of extra capacity which is natural to f
!

9 build in for the future. So it is not efficient if it

W were possible for these entities to get the transniccion.

$'' The next question is would it be better, in terms

12 I of the social accounting, to have competing transnission

'3 !! networks? And what I was saying is that it could be that
1 ;t

:3' that would be better but that would be a very difficult and
I
f

151 long, factual investigation as to whether one then is trying i

!

Oh to get on the drawing boards and create soma dif ferent type
4

' !!
d of transnission network for the United States to sea whether
* !.

I
.

'. it would be better than what we have now.,

.

!
The ne:<t point is supposing that what we have now'

,
..

5 is.about as good, given the cost of change,as you can gat,

d
!El The r. ext question is should it he owned by one company or'"

|
-

22 > five co.,panies, and that's still a dif ferent question.
'

.
- 23 In oth r words, I'n always trying to make a

,

24 distinction between the technical advantages cf interconnec-

\~~ 25 tien and designing an operational network. as against the

n.
.

* '-.e-.m,-e8 , ,wwe - -+ww.- e- --w e w-
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Ieb3 fact that when you have that it doesn' t have to be owned by

2 one company because in addition to the hardware anpoct which-s
.

3 is all you can get in terms of design, you know,. cnd with !,

e
4 mathematics and mathematical engineering, you still have, in

5 addition, all the other ingredients in operating a trans- !.

G mission or generation or distribution ecmpany efficiently.

7 It has to be properly maintained. You have to engage in

8 day-to-day operations which may be gcod or bad depending
.

9 upon the nature of your mtnagement personnel and so on.

10 If you're engaged in generation you have to en-

Il gage in contracts for fuel; some people may be better than

12 others and so forth. So that you have many more ingredients

13 than simply the transmission hardware or simply the genera-
.

14 tion hardware. |
!

15 And that's where the question of do diffarent |

iS firms help in that regard, and my answer is Yes, I think they,

:|

17|-
would.

i
,,

10 BY MR. PEYNOLDE:

li O What is the basis for your statement that there's

i
20 i excess capacity in the transmission system in the CAPCO

21 '
'

area?

I
-

*
22 A Well, this is the third hearing I've attanded

.
~ 23 and my recollection is that every one of the engineers that

,

24 I've spoke to said that's generally the case, that at the

25 present time you have -- between particular points you may-

1

w . - .- .- . . _ - _ . . - . ,. . . . .
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Ieb4 have a 345 line; a 345 line is built in anticipation of a

^ 2 great deal of qcncration coming on but the gancration in not

3 yet there. So in that 345 line you have a hock of a lot of |
,

.

4 capacity.

.
5 Q What engineers told you tnat thcre was excere

*

,

i
G capacity in the CAPCO transmission system? i

I
7 A I can' t think of anybody with respect to CAPCO i

1

6 but it seems to me that this is generally the casc. !
l

9 Q And the three cases were Alabama and concutors -
,

10 is that not right? - and this?

11 A Yes.

12 Q liow do you measure capacity in transnission?

13 A Well, I supposc- All I can toll you abcut that
( .

14 is what I read in the Power Survay. Ilot being an electrical

15 engineer, you generate capacity as the amount of lead a

IG line can handle without excessive loss or without burning

!? I up.
I

10 MR. S!!ITH: Mr. Reynolds, are you able to stato

# what the Applicants' position is on that point?
,

I20 MR. REYNOLDO: On which point?
|

21 MR. SMIT!!: On whether there is excess trans-
*

.

22 mission capacity? I was just wondering if you ara abla to

k' 23 state what your position is.*

24 MR. PSYNOLCS: I think the position gces to what

25 purpose you're talking abcut excars capacity, or in what-

- . . - . _ . - -. . . . - . . - - .- - -
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1 context you're talking about excess capacity. In terms ofeb5

( making the determination whether there is excess capacity- 2

3 depends on a number of dif ferent vcriables that havs to bc.

.

looked at, the types of power transactions that a line is
|

4

- 5 used for and the different arrangements. !
~

|
6 I don' t have any-- Applicants will, in their |

|

7 af firmative case, certainly speak to that point.

8 fin. StiITH: I just thought it might bo helpful if

9 we knew as the case progresses.

10 CHAIRMAN RIGLER: Well, for exsaple, we know that
i

11 CEI has the capacity to carry capacity power to the City of

12 Cleveland because they stipulated that.

13 tiR. REYNOLDS: That's right.

'
14 CHAIR!!AN RIGLER: But we don't have at this time

'
15 a general stipulation with respect to capccity of the CAPCo

i

16 systems to wheel power frca outsido the area to various

17 municipalities within the system.
11
d

I' liR. REYNOLDS: That's right.,

1C MR. SMITH: Do you mean your position has not been
,

20 formulated or you just prefer not to reveal it until your

21 affirmative case?
*

.

22 MR. REYNOLDS: What I'm saying is it's not for me

ks to testify on the complex subject of capacity of transmission-

23-

24 that involves engineering questions, reliability questions
!

25 and all sorts of other questio..s. I have no probica giving'''

!

I

.--..-. . - _ _ . . _ . . . _ . _ . . _
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cb6 I the Board the Applicants' position as to capacity of trans- ,

2~'
mission and excess capacity at the time the Tipplicants puc

t.
i3 their case on, but I'm really not the one to testify on that. :-

.

4 13t. SMITH: It may be en unfair question. I may
!

.' S be asking you too simplistic a question. ,i

I
G MR. REYKOLDS: The probicm is that there are a j

i
7 number of variables that go into responding to your question. I

8 For example, the question as to excass capacity

9 could be answered in different ways, depending on wheth2r

10 you're talking about at the present tino er you're talking

11 about capacity that centemplatos whatever the planning is

12 for the future and the loads that are anticipated for a five-

13 year period.

14 It's not the type of thing where ycu can make a
i
I

15 simplistic answer that sayc excess capacity can be determined ;
i

1G by looking at this particular point in time, for excmple.

17 It's a lumpy concept and it depends on a number of varia-

!; G bles that obviously have to be taken into account.>

If New what I was basically exploring with Dr. Mein--

2.0 He had made the statement that cicarly there's enenes

21 capacity in the transmission system of the CAPCC companies
.'

22 and I was asking him what the basic fer that va4 and he's he

* 23 arrived at that conclusion.

24 THE WITNESS: That's an exceedingly intricate,
l.

25 complicated type of consideration which doesn't land itself~

i

1

|
'

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

eb7 1 to a quick answer to what you've asked me. It's not because

2 I'm reluctant to give you a position. The .Tpplicants ob-
~,

t

3 viously have a position. But it's the type of thing that I t.

.

^ 4 think has to be spelled out by the witnascos and it's going

5 to take a f airly intricate explanation in order that the*

.

6 Board will understand the whole concept of capacity in

7 transmissicn lines and when you can determine that there is

8 excess capacity and whether you lock at e:: cess capacity and
!

9 make that determination as of today or as of five years frca

10 now, or when you make it, and the different variables that

!! go into it such as your present load and your projected load

12 and your present planning of generation cr.d your futurc
.

13 planning of generation.

14 That's why I'm reluctant at this stage to try to

15 give you a generalized anruer because I really think it would

(6 be inadequate and I think we have to get into an awful lot

17 of ot.her factors and variables. ;

ii
' i

iC C11 AIRMAN RIGLER: As the Board looks at the problam.

10 Dr. Hein is advocating that you allow the municipal systems (

20 in the CAPCO area to be able to ship on or attach to the

21 transmission system today because he feels thera's excess
:

22 capacity. Now the Applicants can come back and say Yes, there

1 23 may be excess capacity today and we're not utilising

2.g our lines to the full extent possibic but wo built those

25 lines to project our needs five years, to1 years into the'
-

L _
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eb8 1 future and they're going to fill up and then uhct do you want

}2 us to do? Puch you off of our system as thasa fill up? >

l
"

3 And to ccme back to that the municipal sa's Well,;.

4 let us into the system as a part member sc, that we can help
.

'

5 you plan and we can help you develop thoce lines to nact all

6 of our future needs, and uc keep going bac'c and forth that

7 way.

8 MR. REYNOLDS: Right. !

9 I thin't that's where tha issue is joined. I agree

to with you.

~

11 Dut what I'm saying is I think to give ycu the

12 Applicants' position is going to take a fuller explanation
;
t.

i 13 than what I anticipate Mr. Smith had contamplated by his !

14 question, and it is one that is a ecmplicated response that |

|
15 calls for some engineering analycis and some execrtire in

'

16 the area, and we are intending to go into that in some detail

17 in our affirmative case so that the Board will be advised

18 of our position fully.

19 MR. HJELtWELT: Do I understand then that

20 Applicants propose to file some supplemental enpart testincny?

21 MR. REYNOTI,S : No, fact testimony. It's the facts.

.

22 of the situation as it arists in the CAPCO area. We don't
, _

n3 propose to file any cdditional testimony but we do intend to

24 go into it.
.

. - - -

25 MR. HJEL?EELT: I'll malca my objections at tho
;
i

- - - . _ _ , , _ _ _ . . . _ . _ - . _ . _ _ _ _ . , . . _ . _ _ . _ _ _.
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eb9 I appropriate time to that.

' 2 MR. REYNCLDS: Okay.
~

3 BY MR. REYNCLDS:.

4 0 would you consider it focsible to have cort.pating
.

*
5 generation only companies in th2 CAPCO area, Dr. Wein?

6 A Do you mean by " feasible" possible, or do you mean

7 would they make money if they did it, or what dcas that caean?

'

1D 8

9

10

11

12

: 13

14
.

15
.

16

17

18

19

20

21.

.

t,

23

24
.. |

25
.

+ , _ - - . .n,- . . - - . - - - - ~ - - . ..~n. .
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i

1
'

i

1 S Well, do you think that - |
' mpbl
! - lE '

2 CHAIPA.N RIGLER: Do you no n dcas he thinkf{
< 3 that Ohio Ediscu should compoto with '2clade Edison for

..

;f 4 the sale of **a generation output for their raspactive
i

*

.j 5 generation outputs?
;

6 MR. REYNOLDS: No, what I'm really asking is,

7 whether in terms of his, Dr. Wain'a concept of scneration-
,

! 8 only companies and transmission-only companien uhether

9 he thinks that you could have in the CMCO area compcting-

,

10 generation-only ccmpanies which would effectively cupply
.

E

11 the generation to the custcmcrs in the CAFCO area and

e rn a profit on it.12 a

13 BY MR. REYNOLDS:

14 g Can you answer that?

15 A Assuming they had accoca to transmission at

16 a reasonable rate, is that the idea?

17 Obviously they have to deliver the power ever

18 something.

19 4 Well, assuming you had also competing trancmissior -

20 only companies and they had access to tho trancaicaicn of

21 tb.e competing transmission cenpanies at a price.
*

.

22 L Under those things I think it's feasihlo not
!(

23 only for companies in the CAPCO area but fcr companies'

:

24 outside the CAPCO area to bc selling ccmpaniec incida

i

25 _the CAPCO areas, conoumars incide the CAPCO area. I th.tnk
' ''

f

. . . .----._n. - --nn- . - . . . , ~ - . - . . - - --
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mpb2 1 that's quite possible and Lionel Uciss wrote a paper en
,

i
i 2 that.

3 g And would you concider that kind of an arrangs-,

.

, ('' 4 ment to be preferable to the cituation that new cnicus

f 5 in the CAPCO area with respect to the Applicants'

6 coordinated arrangenen??

7 A Are you asking,me for my cecial judgment of it,
.

8 is that what you mean by preferabla?.
4

J

9 S I'ta asking for your economic judgment.
,

10 A Well, my economic judgment on it can't be
,

11 exercised because I don't have the data in the conse,

?

i 12 that I'm not sure whether it would come out chaaper or

13 not cheaper. If it cma out cheaper I'd ccy yes, it
i

14 certainly would be preferable and by chenpor I mean

15 result in lowered dolivered prices, cay, to load centers,

'

16 then I would say it is preferablo. It certainly wculd

17 lead to probably greater ccmpetition and in this sense

18 it would be preferable in my judgment.

10 MR. SMITH: When you speak of competi'ien inc,

:

20 transmission do you necessarily include a cubstantial

21 amount of redundancy in trans:2ission?

22 THE WITNESS: No, I don't.
4

.
'

23 MR. SMITH: How could that be?

24 THE WITNESS: Well, you have to have redundancy

25 in anything, if you are going to have ecmpetition you have"

1

i

.-. - - . . . _ . - . . _ - . . - - - - .. 1

,
. . -
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i

{ mpb3 1 to have redundancy or you're not going to have ccmpetition
!

| 2 because there are unexp2cted contingenciac uhich youm
i (

', 3 plan to meet.
..'

- 4 Let me go back,bocacco that's the only thing

bs
'

5 which comes fairly closa to this, to tha railroads.-

.

G We had redurdancy in the railroads comauhore

i 7 between the period of, let's say 1910 to 1930. Originally

i

j 8 there wasn't any redunclanc;te there wasn't anoa.gh railrcad
-,

9 capacity. Thon many lines grew up, so if you were to

; 10 take the great systcms that went betwaan 1:ca York City
3

1
11 and Chicago you would find the New York Contral, you'd

i
12 find the Pennsylvanic Railroad, you'd find between Buffalo

13 and Chicago the Hickal Plate and so on. You had a lot
,

L
i

14 of railroads going there and they were cenpeting and the
'

| 15 reason why they were competing was becauso there was

enough market. Now, thsy didn't go by the sene rautas.16 '

I
; The New York Central didn't go the scmc way as tha

18 Pennsylvania or t!.e B&O going to Chicago.

19 Now, when tha markets shrink the redteidancy

20 OomeS in and SO eventually these railrce.ds droppsd their
,

21 lines. Instead of having, as the New York Central Once
1

'

22 did, for a:camplo, six tracks hotween IIcv York -cnd Bufft.lo,
-

: b 23 you get down to two, side by side.

24 CHAIRWDI RIGLER: But did the :.urkct ahrink

in railroads ? Didn't the overall cmount of tonnago cardad25
'

;
|

|

.- . - .. . ,. . . - - . .
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1

i

! mpb4 1 rise?
I
. '

N 2 THE WITNSSS: It dcy' ands en which 9 cried. S.ac,

; \

3 it was rising but the capacity una much hi;rgar than the -*

.i

4 it could take a great doal mora and co ycu had rcdundancy, ,

'

*I 5 if you see what I mean. In othcr scrda, the capccity of.

i
!

6 the rail network was much greater than the incrocco in

! rail tonage ard so you come to about a peak semawhere7,

s

! around World War II and then you cert of hold constant, !
O

but at the sano time you're increasing prinarily through9

better coemunications, you'ro increasing the capacity of' 10
:

11 the rail netrork itself. Ju:S then it goc 0 dc::n, so you've
f

12 got redundency.
,

CHAIT0!AN RIGL2R: Uhat gcec dcun?
.

13

THE WITN3SS: The to'..al ton-milas go down and
i 14

1 you have redundency for a variety of rocsons.
15

Now, you do have compatition,all the raila
16

are interconnected. Now, you could t:Ac a chip ar.t in
17

New York and it would get - e:nd up, say, in Een Diogo.

16
|

and it wouldn't go over one line, it would go ovtr nr.y
| 39
I lines, or if you were a chipper and you wara in Ke Yorhi

! 1 20

you could specify, if you wished, that the chipsont go
21

cn the New York Central from Heu 'lcrk to 2nZ'inio and
| 22
I

;
~ frca there take the Nickel Plate over to Chicago for ccme'

23
'

reason, whatever you want. You could specify that.y

| <v
So that you have an interconnected rcil net erk,

25
I

t
; !

i
,

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

f

! mpb5 1 but you have many different companies and they are
,

| 2 competing with each other for the custom cf the shippora3
!l

,' 3 who have the authority to say which uay they want tht

4 particular car to go.f

., 5 Now, to be sure, eventually a time ccmcc uhen
..

| 6 that system is too big. The rise of the trucks, for
:

; 7 example, and the highuays, the decline of passenger
;

} 8 transportation. That right of way is too large and you've
!

! 9 got to cut back on it because it is expenniva.
,

10 Now, in an electrical transmission sysbor.

11 there isn't any reason why that I can see - there may
}

12 be good reasons, but I can't see it a priori. There
'

13 isn't any reason why I couldn't have, say, a 345 network
i

14 which starts somovhere in Boston, goes through the graat

15 populated areas and ends up in Chicago. There is nothing

16 inherently cr zy about that and I could havo had, then,

17 a firm which says I am in 345 transmiacion or uhatavar

18 and I may have supplementary services, I can give you 138

19 if you u nt and so on. You may have other firms just ac

20 you had within the graat transventinental railroads o~

21 the United States, others which are pure.'.y regicnal but
.

*

22 nevertheless hooked in because they have cubtracted their

23 primarily supplying i.hc intersticies between theco greatL4 .

|
24 systems.

U 25 CHAIM1AN RIGLER: Can you have tro firms on
!

I

. _ _ - .~.n.., nn _ - - . - - - - ~ ~ -
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t this 345 kv fro:n Boston to Chicago?
mpb6

I 2 TEE WI'niESS: One could go fron 2caten tcs
.i
j 3 Chicago, as it were the crow flies, cnd the othar one
.

'i
4 can go frm Boston to Suffalo to Chicago and the other

5 one go from Boston to New York to Philadelphia to*

,

6 Pittsba 3h and then to up and swing that uay to Chicago.

7 You could have that and actually when you Icoh at the
!
'

8 rail - the transmission maps put out by the PEC, I don't

9 happen to have one with me, you'll noe that in effect

to this is what you're getting. You'ro gatting this denso
i
|

| 11 ~ network of major arteries with these capillarico, as it
e

i
12 were, off them.

|

| 13 Now, this is conothing which d'inamically
'

(
'

14 evolves over time in accordanco with the grcuth of tha

! 15 industry, the shifting of loads and things of that natura,

! 16 and there is nothing inherent in uaving yo 've get to have
i

17 caly one firm. All that that really meanc is you havo

|

| !8 to have some interconnection and if t/ou're : mart you'll

l

! to start to do some planning about it.
'

i

f 20 Now, the question is if planners plan will

i
! 21 they also ecmpeta. That 15 really, I think, the fundamental

'

22 question which has been raised here. If you have notabers

w. 23 of a pool will they want to conpete with each other. If

. 24 you have coordinated planning will you necessarily
'

|

5 k- 25 eliminato ecmpetition between the mermkers of this coordinatc;i
i f

:
!

.

6

|

j . . . . . _ _ . . . . . - _ . . . . - - _ . . . . - _ _ . . . . _ . - _ . _ _ . --
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; mpb7 1 planning team. The only thing I can say is I don't knew,
!

l 2
,

but I think if you norgo thcn all in ens firm /cu aurelyI ;y a
'

1

3 would probably clininata merc competition than ycu eculd,

.i

| 4 if thay were independent fic.ns. But that's not necesccril'/

i
,1 5 the c:se, you know. Oldsnobile ccmpetcc wi'h Pontiacc

:
I

G and they're all cuned b'/ Gancral Motcra.
i

7 But this is my beli2f.
;

| e And I think it is better, than, to htvc many

9 firms rather than one even though the anny firno do
,

10 a certain amount of planning with each other cnd tbac'?

, 11 why strictly speaking yce don't have natural concpolics,
i

12 you simply have optimal structures in tha purely theoretical

13 engineering sense, not necessarily in the ccenenic ccnza.

14 B'l MR. RS'INOLDS:
,

15 0 Dr. Wein, do ycu knov vhat the fir.ancial'

16 conditions of the railrcedt, is today?

37 A. It dependu oa which railroad ycu'ra talking

18 about. If you're talking about the Sonthorn Pccific

gg and the Southern Railway, they arc in protty drcm good
1

|
20 shape. If you are talking about the New 'icrh Central or

21 the Penn Cshtral, th3y cr3 in bad thnpe and they got in

j 22 bad shape boccusa they got involved in a michegotten.

| -- 23 marger.on the theory that they vero geing to be v0ry more.

!

efficient.24

'
' 25 0 W811' D#* U*I"' --

,

i

4

. ,. 4 ---- w%. * .-...--. -.a... - %-4 - - - - - -
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i
,

mpb8 1 A I haven't finished yet.

2
'. (7 -- on the thacry they were going to be very

.

3 more efficient. It turns out that they vc.T. prong. It,.

ai

(~ 4 turns out that one member of that merger, Mr. Preman,

*
5 was always against it and finally quit, but there was.

6 a great interconnected network.

| 7 0 Let ne ask you, Dr. Wein, do you know whether

'

8 it would be possible in the stato of Pennsylvania to have

9 the kind of a situation you cuggest uhere you havo,

10 competing generation-only ccmpanies and competing

11 transmission-only companics under the Pennsylvania lcW? i

12 A Well, apparently the icgislature of Pennsylvania

13 in their wisdona seems to prohibit that,

t

14 S So it's your understanding that that kind of

15 an arrangement would not be possiblej is that correct?

16 A I suppose under tha lau, I don't really know.
|

17 That's a legal question.

18 O Do you know whether cuch en arrangement wculd
1
1

to be possible in Ohio under the state regulatory framcsork

20 that exists in Ohio? |

|

21 A What kind of an arrangement are you talking
.~

22 about?

; 23 4 Let's say cc:apeting trancmission-only occpaniec !
'

24 or competing generation-only.
.

1
'A Well, I hate to give legal opinions, but I did- 25

.._ _ _ _ . . _ - _ . . _ _ _ _ __ . _ . ___

v v
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mpb9 I road the Ohio ntatuta and cc far 23 I can aca if by

2 ac:na act of the board or dir:ctora c.i .2ach c.i the fer.r

I
3 ccnpanics approved by thcir stech holdere :Jhi h coulel

,

.

(^' 4 show -- which could he shown balcro tha PUC0 to enycga

,- 5 in -- would recult in bencfits to the concit.: orc and nct

G detriments, that thoca boardc st' directcr:: decid2:1 to Oct i

7 up four companies, one of which wou2.d own trancaission,

8 which is now owned by CAPCO,and the other oi.' uhich ',*eald

9 own generation and the third which uculd o;.n, 007, their

to local distribution, three ccmpanies, I de: 't !n:c r that

11 that would be mcde illegal by Chio lew, but -- I ncen,

12 I'm not an attornay and I don'c .t::cy than th:at question

13 aver has ccmo up.
( l

i'

14 G Let na nah you thio:

15 Would von envicion two ganarction-only ccmpanics

16 ccupeting by planning to reet the satse load?

37 A. Sure I could envision that. It hnppanc cll

18 the time in other indnatrien. -

gg 4 Would you alJo envi;;ien two trn;cniccion-caly

20 cerapanies competing to carry the sino lead?

21 MR. BE3GER: When you cay cr.vieien do irc:1 nean

'

22 is it possible?

'

23 ME. MOW:-

.

G In the econe aic sense under cr. Main'c coaca_ctg

that he has described this morning.25.-

!

..... . - . . . _ _ _ . . - - . _ _ - - , . - . - . - - - . . - - - . - - - - . .-
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I
: 1 A Oh, yes. The answer is sure. I'll give you
' mpb 10

2 the example: I've got neu two grant trananiacion nets,
; .-

3 one going fro's New York to Chicago along the route of the
.

.

4 New York CentrM, and west along the shoras of Lakaf
.| 5 Erie and into Chicago, and the other ono going hha way

e ,

I

6 the Pennsylvania did, and thern'a a <:ity along the uay,e

I

'

7 let's say Cleveland, which would be fairly cloco. Tad

3 thers are some generating ccmpanien, one cround new ' fork

9 and one in Philadciphia and one n'aybe in Pitt0 burgh and

to one in Duffalo and the city of Cleveland puts out bids,

11 What can.I get this poucr for and all the generating

12 companies which would be en this path would bid for it,

13 those who wanted to, and there uould bs ccm2 on tha Neu

f(
York Central network as it ucre, and acrto on tho Pennsylvcnid14

,

15 network which stops off at Cleveland and than they would

16 he ccmpeting for the came market. They might in or loco.

There is nothing impoccible about it, it -just mcano37

that if you live within one organizational franework you'll18

39 find it impossible to conceive of any other onec. Euc
.

20 there are people who can't conceive of other ener and

n t just uninformed economists liko =ynelf.
21

G And you would conceiva of tuo generation*

22

k.- companies building capacity to serve the so.a 1ccd in that
23,

kind of a situation?us,,

( A Thev are building capacity and having in sind
r.5
,

. . . . . - - . . - -- -- -- . .. - - . -
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i
!

I

mpb 11 1 potential markets just ac I can conceive of tiro stcci

n 2 companies, both thinking they wculd like to get Ganoral
.t
'

3 Motor's businosa. Someti:ces they gat part of it and
.

.

| 4 sometimas they get all of it and ocmetimec they get nono
I

*I of it and they are all building capacity .with that in5.

G mind. And even though it coct $500 million to build the
g

| 7 one million integrated steel plant 9;hich 5:ould add one

|

| 8 170th of the capacity of the United Statec,rcughly
:
i

i. 9 comparable to building a 1000 megawatt plant, they'll go

| 10 ahead and do it and nchody scyc, Why this is a torribio

11 waste, you're duplicating facilitice. You ought to get

12 together in one major steel cenbina and plan it. That
i
;

i 13 I think would cetrtainly violato the antitrust lava.
.(
( But there has been this m'/th of naturalg4
|

| monopoly which cays that somehow or other the duplication15
t

f 16 is so terrible a thing that you juct can't have it.

Now, in the cacc of generating companiec, I
37

don't think it's that terrible.16,

{
g And you could ces two trancmicsion linac beinggg

i

built to serve -- to carry the generntion from the rne| 20
1

| generation plant?
21

.I
*

A Well, my Lord, especially if ecme of the22

Westinghouse dreams ce;r.e true I can think of four of them
!

~

23

because thare we're talking about putting nuclear ple.nts*

3

in great parks uhere you have 40 or 50 thoucand megawatta |i 25
1

l
l

F

, , ,%_y . .4 w.. .+-- - e- - --
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I

mpb 12 1 being generated all in one point. I dcn't see uhy

(^ 2 that couldn't be served by fiva different transmission

| 3 companies and that may ba the technolog*/ of the futrzo..

.

4 MR. RE'INCLDS: Is this e. good place to ta.%e a

*
5 break?.

|
' cs, we'll take ten ninutes' 6 CHAIIUTAN RIGLER: I

|
,

j 7 at this time.

8 (Recess.)

lE 9

10

11

12

13
's

14

15

16

17

.

18

10

20
,

i
; 2

.
,

22

i. .__.,

23*

i

|
24

i

1
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.

I1F mal CHAIRMAIT RIGLER: On the rocord.

2 BY MR. REWOLDS :

3
Q Dr. Wain, on page 47 of your direct testimony*

,

4 you give as an examplo of a hori::entally integrated electric
*

3 utility at the distribution lovel, a firm which otm's electric.

c

6 distribution facilities only in more than one geographic

7 market -- I'm sorry, one geographic arca but doas not produce

8 electricity or own trcncaission facilitics.

9 Do you know of any such fi mc? l

to A No, I don't know of any.

11 I think that a::2mple was simply to illustrata

12 what it would be if there voro such.

13 Q All right.

14 On pags 50 you make reference to the technology I

15 of transmission and state that"it is continually iregroving

16
and that highar voltagen are certain to be used i~. the 2anurn." |

'
17 What voltages do you have in mind?

18 A Well, 345, 500.

19 Q Those are presently-used voltagec, right?

20 A Yes, but a great many mora, though -- but a great

,

many more of those linos m :Id come in. It 10 possible that21
,

22 we might get 750, things of that natura.

; 23 Q And by that you mean a grant many rcra of th: 750

24 than are in use today?

25 In that what you are saying?

!
i

!

-_..___ . . _ . . _ . _ - _._ _. _. .
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!

mm2 1 A Yes.

p 2 Q And when you indicato the future, whrc uirn

3 period do you have in mind?
,

.

4 A Between now and tha ne::t twenty yonrc.

5 Q Next how many years? I*
,

6 A The nant twcnty years.
!

7 0 I see.

8 A And there will be more of them coning in.

g Q I'm corry, I can't hour you.

10 Could you talk into tho :r.icrophono er cpech no a

little bit.;t
.

12 A Yes.

Betwcon now and tho nest twenty years, and thero |13..

(
will be r. ora of them and they will to comi:'.g in gradually.ja

And if we are still, twenty yocra hence as I cm sure wa vill
15

be, based on central system generation of very large plants,
16

there will many more of then. And as I indicated, the j'37

current M W ing in the nuclear la to put them in nuclan:to

parks for lots of reasons, primarily safety and things ofgg

that nature.3

If we do havo nuclear parks, you a-c going to hava j
21

probably vary large - very high voltago lines t %ing the !*

g
i

k p war ut, radiating out in difforant directions to load, 23

[centers.
33

Q And what would be a very high voltcge lino in that
g

|
i

I
I |

_ _ _ _ . . - . . _ _ _ ~ _ _ _ __- . _ . . __ _. _ ._.
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mrt3 1 context in your view?

e 2 A 500, 750.
( ,

i
3 0 I S00.

.

*
, 4 A It might avon go to DC, I don't know.

5 Q Wall now, on page 50, you mako reference to cho-

.

6 significance of high-voltage DC lines being core acenemien1

7 for long dictance than e::tra-high-voltage AC liros.
t

8 Do you know if'there are any DC linco in oxictonca

g in the Stato of Ohio or in Pennsylvania today?

10 MR. MELVIN DERGER: Ilherc are you referring to

g3 on page 50, Mr. Reynolds?
;

i
12 MR. RBYNOLDS: If you 1cok at the botton, I gucus j

!

g it starts three linen up from the bottcm.
;

14 THE WITNESS: I don't know of any DC linoc,

transmission lines in Ohio. No.15

16 BY MR. REYNOLD3: '

Q37 How many long-distance, high-voltarc DC linea ara

there in the United States?18

39 I think there is only cna nei.A

O And that is the one you referred to en page 51?Io

'A Yes.21
~

Op, Have you made any studica to datermina the relative*

( cost of high-voltage DC lines versua high-voltago A0 linesg

over given distancac?g

A No, I haven't made any study.La,,

>

.m. . -
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mm4 1 Q What is the basis for the statement you made at

2 the bottom of paga 507

3 A The existence of the Pacific tiorth.uct Intertis.*

e c

4 I assums if an AC lina were nore efficient, that it would go

5 into a DC line.*

6 Q And what did you bacc that assumption on?

7 A That the people who -- originally the federal

8 government, who wanted to build it were rational. Ultimately

9 the private who built it wore equally rational.

10 Now as my memory comes bcck, I also rencaber a

tj talk given by a former Commissioner of the FPC, Ucward

Morgan, who had just returned from the USSR and tras talking12

about -- he had just roturn3d from the USSR and was talking
'= 13

about the technologies that they were plcnning in the USSR,14

and amongst them vers these vo:.1 high-voltage DC lines. Ha
15

alleged thatthe Ruscians thought that thern vera grsat
16

efficiencies in this.
17

I don't think it is a unique concept.
13

0 on page 51 of your direct testimeny, you ctate that'

39

if the ainount of power distributed increasos, but density
20

doe 5 not, no economies are neCGCSarily ch'ained un13SS
, gy

.

conditions A and B e::ist. And then condition: A and 3 aro
22

I that the conseption per custcrcer increases cnd that theg

number of customers per mile of distribution not;.orkg.,,

increases.

1
..

,
- - ~ ~ ~ - - - - - _ _. . . _ , . . _ _ , _ . _ . _ , _ _ _ _ _ _ ,
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mm5 1 Have you made any studie,c to dete nine that the

~

2 cconomies are not necessarily obtainsd?'

3 A Well I think that is -- you don't really nz.ed to.

.

4 make a study to come to that conclusion.

.' 5 Q Why do you say that?

6 A Well, suppose I build a dictribution line in a

7 town and it runs two miles through that town. And there is

8 one house every tenth of a mile so that I uould have in one

g mile, ten customers, and in the ne::t mile ten, co that I would

10 have twenty customers on that line.

t3 And if I simply e= tended that line out another two

12 miles and I got' another ctrenty customara, I an not particular1:'

13 gaining any econe:nies of scale comparable or nothing significan .

14 I might be losing comparablo to kcaping the two lines. And

15 instead of having twenty customers, have 500 customers becauco

the city grew. So the two linea now would be -- the linas t;cula
16

be serving 25 times the amount. And co you would be17

getting one line carrying a great don 1 rore power on it.18
I

But you would be getting density.19
l

j IN the ~ first place you would be carrying twice !,

|

21 as much power, but the lines would be twice as long. So in

*

effect you would have twice as much cost there.g

end 1F g
|

24 !
! !

2:

!

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

1G ebl i So you could carry more power but you wouldn't have
m

' 2 any more density.

3 0 Suppose you e:ctend the line another two miles and.

a

4 had no cperating and maintenanca crew so you're serving

.' 5 doubl'e the number of customers for the san 2 Inbor ces4.

6 MR. MELVIN BERGER: ITnat is the question,
i

7 Mr. Reynolds?

8 BY HR. REYNOLDS.
.

9 0 Would that give you any economies over what you

to had before extending the line?

11 A well, I suppose that the labor crews before'

12 were fully utilized. Then you would have to-- And if they

3. 13 weren't fully utilized then presumably you could utilir.e

14 them a little more and to that extent you would save a little

15 labor expense, yes.

16 O Suppose that you needed no addition to ycur in-

17 ventory of distribution materials, would that result in

18 economies?

19 A I don' t see how that would ba pcsaible if ycu

20 double the length of the line.

21 Q Well, Dr. Wein, --
|

22 MR. FELVIN BERGER: Lot Dr. Wein finish his answer,
,

: 23 please.

24 THE WITNESS: I don't see how that would be
s

25 Possible if you double the length of the line. What you are

1

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

eb2 I then doing is obviously making a wrong c'omputation for
.-.

2 given reliability as to hou much inventory you needed. You

3 either do that or your reliability would go doun; your
'

,
, ~ .

k 4 chances of running out would increase greatly and therefor 2

I 5 the reliability would go down.

6 So it seems to me that's a proposition, if you

7 analyze it, that looks to be inconsistent.
BY I4R. REYNOLDS:

8 Q Well, is it your view that every ccmpany's inven-

9 tory is exactly proportional to its load?

10 A No, I didn't say that its inventory is exactly

11 proportional to its load.

12 Q Well, to the load of its line?

(~ 13 A Well, it depends on the ccmposition of the load
4

14 and things of that nature. Industrial custoners trould have

15 one sort; if it were residential it wonIl have another,

16 But in general you would-- For the same kinds of custcmers,

17 the same kinds of line, then generally your inventory trould

IB roughly be proportional to the frequencry of runouts that

19 you expect and the frequency of maintenance that you e::pect

20 on a particular line.

21 HR. REYNOLDS: Can I get the last part of the,

k2 answer, please?
(

23 (Whereupon, the Reportar read from the record

24- as requested.)

25 BY HR. REYNOLDS:

1

- - . _ , _ . - . . _ _ _ _ __
l
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eb3 1 0 Would it be your vieu that a utility with 20
.,

2 miles of line would have double the inventory of a utility

* 3 with 10 miles of line in the residential area? 8

I- -,.
i

4 A well, it would depend upon what the frequency

5 of maintenance was that you would require. It_would dcpend

6 upon what frequency of forced outagas, forced naintenance

7 that you did not anticipate that you're willing to acccpt.

8 So it may well be that if-- If, for example, I hava 10 miles
..-.~ . .

9 of line and another one has -- and then I add another 10

- 10 miles to it, and if you say that the frequency c5 forcad

11 outages won't change, that it could be-- If I have to-- If

12 I get a snowstorm and a lintb falls across the line ence a

( 13 year and if you say that if the line now is doubled ths.t it

14 is still going to fall only once a year, than that part of

15 the maintenance won't--

16 CIIAIM!AN RIGLER: Well, isn't the answer to the

17 question No?
,

18 Tile WITNESS: Yes.

19 CHAIRMAN RIGLER: All right.

20 THE WITNESS: I wanted to put out all the assump-

21 tions that were required to make the answer.
.

.

22 BY fir. ItEYNOLDS :
e-

23 O Dr. Wein, to what issues in this case do you'

( 24 understand the retail market to begrelevant?

25 I!R. l'SLVIN BERGER: i I'm not sure I unders tand what

,

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

_



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

6885

Ieb4 Mr. Reynolds means by "isauce."
-

2 Could he be a Little more definitivo en that?
3*

CHAIRMAN RIGLER: Do you mean the issues in,

O
\ 4 controversy?

[ 5 HR. REYNOLDS: Dr. Wein's understanding as to the

6 issues in controversy in this case.

7 CHAIRE!AN RIGLER: I think maybe you should give

8 them to him if that is the thrust of your question.

9 HR. REYNOLDS: I have no problem in giving them

to to him. I would like first to see if I can determine from
11 the witenss what his understanding is of the issues that his

12 discussion or the retail market relates to. After that if

( 13 he wishes to go through it with the mattern in controversy I

14 I have no problem.

15 But I'm trying to find out what it is that he views

16 as relevant issues for purposes of his retail market dis-

17 cussion.

18 CHAIIMAN RIGLER: I think that's proper cross-

19 examination and I think it is permissible to ask the uitnesa
)

20 his view before you show him the document. However, I would

1
,

21 just note that I doubt that even the members of tha Board !
,

22 could go down a serial list of elevan issues right now and )
! 23 remember which is which.

24
7

HR. REYNOLDS: I appreciate that. ''m not neces-

25 sarily asking for a varbatim account of a particular natter

.

_ , , . , . _. w - ~ - ' - ' - ' ^ ~ ~
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,

eb5 1 in controversy. What I'm really saying in that in preparing
-

2 the testimony we have heard that he had discussions and saw

* 3 material relevant to this proceeding and the issues in this
,

.s

4 proceeding, and I'm trying to ascertain which issues in his,

1.

5 mind his retail market discussion in relevant to. That's
'

6 basically where I was going.

7 THE WITNESS: Well, I suppose I have to ropcat the

8 answer that I gave the other day, that ultimately in the

9 electric power business the name of the gare is getting retail

10 sales. These are your loads and this is what you are pro- '

.

11 ducing primarily,

12 You ultimately are trying- to produce firm power at
.

( 13 retail for the most part at as low a cost as pessible.

14 Now if you can't. do that you really can' t, for a:: ample, ba

15 a self-generating municipal. You won't stay in business very

16 long unless what you come out with with rospect to your ratcc

17 to your retail customers are as low as you can possibly get

18 them.
.

19 If you're a wholesale distributcr without genera-

20 tion, if you are, say, a municipal and own your distribution

21 system, you are also trying to get as Icw as you can in.

,

22 purchasing this firm power so that your retail rates will be
e
*

23 as low as possible, low enough so as to prevent the municipal

24 distribution system frcn being out-competed, as it were , by,

25 a private and having to soll out

I

~ . . - - _ - _ - . .. . - _. - . _ - -.
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eb6 I Therefore, the question of retail markets is what
_ ,

2 really guides the whole development of this indusury, the

3 capturing of the loads of retail markets, the ability to*

,

i

'

4 produce firm power so that it will be as eccnomical as possi-
'

5 ble and you are doing that'in order to te able to capture-

6 retail loads.

7 So it seems to me that underlying all the other

8 issues in this case, the basic raison ,d'etre of the dispute

9 is to fittally get down to as low cost as you can in retail

10 distribution.

11 Now the question as to whether monopoly exists

12 in the retail market has consequances or whether a dominant

13 position exists in the retail market has consequences. It

14 has consequences- for the scale of generation that a particu-

15 lar entity can engage in. It has consequences for tha alter-

16 natives that are available. So unless you put the retail

17 markets in this proceeding it seems to me that you are failing

18 to understand the reason for the fights, the reasons for

19 the disputes, rather,
1G

2A fis 20 DY llR. REYNOLDS:

. 2I Q Did you reach your conclusions in that regard on
.

22 the basis of an examination of any statements of issues
,

23 in controversy in this prceeeding?

.
24 A Well, now I'll have to go through and look at --

t

25 0 11y questicn is whether you went through it at an

I .

-- . -- . _ . _ _ . .-. - ..
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eb7 I earlier time in connection with the preparation of your
m

2 testimony.

3 A Ch, yes, I went through it at an earlier time+

,

i

4 and I thought that unless one really discussco the way I
'

5 discussed it, not in terms of whether John Smith was captured-

6 by one company or another but generally the manner in which

7 I set forth the dominance in the retail market was indeed

8 relevant.

9 CHAIRMAN RIGLER: The question is you examinad

10 this question with the issues in controversy c.s set by the

11 Board in mind?

12 THE WITNESS: Yes. And I thought that this dis-

t 13 cussion was relevant to all of them separately and col!.ec-

14 tively.

15 BY MR,, REYNOLDS:

16 O And are you aws.re that Dr. Hughes defined no

17 relevant retail market?

18 A Yes.

19 Q Would you say he was in error?

20 A I don't know that his purpose is enactly the same

, 21 as mine.
.

; 22 Q Did you talk to Dr. Hughes befora preparing your

23 testimony?

( 24 A No, I didn't. j

25 Q As I understand it you delineated separate

-

me m m + ~w-w,.~ me y- . ,
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eb8 1 relevant retail markets, cne corresponding precisely to the g

!,

2 retail service territory cf each CAPCO nenber. Is that

3 correct?*

' 4 A Yes.
!

'

5 Q Am I also correct that in the Alabama Power pro- |-

6 ceeding you defined " relevant retail market" as being iden-

7 tical in scope with Alabama Power's service territory?

8 !!R. !ELVIN SCRGER: Objection; irrelevann.

9 CIIAIRMXI RIGLER: Let me hear it again, please.

10 (Whereupon, the Reporter read from the record

11 as requested.)

12 CIIAIRMAN RIGLER: I'm going to cverrule that
!

i 13 objection. I think in terms of market definition any dis- |

14 tinctions between the two might be useful in analysing how |
?

15 he defines the market, so we'll permit that. |

16 TIIC WITNESS: The answer is Yes.

17 BY 11R. REYNOLDS:

18 Q In the Consumers Power case did you not also define

19 " relevant retail market" as having the same scope as

20 Consumers' territory?

! !
I

|
,

21 11R. ?ELVIN BERGER: Same objection.
-

22 CIIAIRMAN RIGLER: Overruled.

|
I Tile WITNESS: Ye3- |23

|

24 BY 11R. REYNOLDS:
,

25 Q Dr. Wein, can you list for us the circumstances, j
i

. ~ _ . . . - . . . .. _. . . - __.- - - .- .
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.

eb9 1 if any, under which you would not find the relevant retail
_ . ,

2 market to coincide with the service territory cf tha major

3 utility under study?*

,

4 MR. MELVIN BERGER: Can I have the questicn read

5 back?

6 (Whereupon, the Reporter read from the record

7 as requested.)

8 THE WITNESS: Yes, if there werc tuo utilities

9 in the same service area, two IRU's, for example, in the same

to service territory.

11 CHAIM!AN RIGLER: Suppoco these are two with over-

12 lapping service territories?

13 THE WITNESS: Then it would depend on the extent'

14 to which they overlap, and it would depend on whether there

15 were agreements to compete or not to ccmpete, rather; things

16 of that nature.

17 CHAIM1AN RIGLER: Off the record.

18 (Discussion off the record.)

19 CHAIRMAN RIGLER: On the record.

20 BY HR. REYNOLDS: ,

21 0 If the area in which two investor-cwned utilities
,

.

22 serve overlapped, how would you define their respective

! I
23 service areas?

| 24 A Well, I suppose overlapping is a sort of a, you
!

23 know, a quantitative thing. I'm thinking, for example, you

. . . _ . . _ _ _ . . _ _ . . . - _ _
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eb10_ 1 might overlap as, say, Ohio Edison and Chio Powcr by having
m

2 a few cities within economical access -~

3 Q I'm sorry, I cen' t hear.*

,
_

4 A It depends again on the entant of
,

5 overlapping but escantial'y my definition of the geogrcphic'

6 extent of the market has to do primarily with the question

7 of influence of prices in an area and whether there w:did

8 be mutual influence so that the cetting of a price in one

9 particular piece of geography would influence the price in

10 another area, another geographic area. You have this mutual

11 influence so that the prices would tend to equality, so that

12 each of the competing or each of the firms could not sch

13 its price in this particular region without the other firm

14 taking that into consideration in making its prico, and vice

15 versa.

16 It's that which defines the gecgraphic market

17 area rather than anything else. So when you cay " overlapping'

18 you have a geographic concept in mind, I suppose, which

jg follows transmission lines or scmething of that cert. And

20 that is not enough for me to say whether they'd be in the

same market area or not.21

22 It's a question as to whethar the price influence

'

would be the same.23

O So if the retail prices for chio Edison, let us24

say, and the retail prices for Cleveland Electric warc35
-

1

|

'
1

_ . . . . . _ . . _ . . . . _ . . . . . . . _ _ . . ,. . . _ . _ ._
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ebil 1 identical, would they be in the same retail market?
~

2 A No. ,

3 0 Why is that?*

,

4 A It could be identical because of happenstence.

5 The question here is-- Or it could be identical fer lots of*

6 other reasons.

7 If it were identical because Chio 1:dison set a

8 price and Cleveland felt that it had to reet that price

9 because of certain consequences it foresaw if it dic'.n't meet

10 that price then I would say they would be in the same area.

11 But they could have been identical for quite different reacons

12 not because of CEI taking into account Ohio Edison's poten-

( 13 tial competition or yardstick competitlen or vice verso.

14 C11 AIRMAN RIGLER: You said they would be in the

15 same area. Did you mean they would be in the same geographic

16 market?

17 T!!E WITNESS: The same geographic market if chore

18 was the mutual influence. It's not simply the fact thnc

19 their prices were the same. I might get an electric ttility

20 located in the State of California having the same identical

21 prices as someone in the State of New York. It decen' c mean
.

.

22 they're in the same market area.

23 BY MR. REYNOLDet

24 Q Then you could not just look at the prices. You'd

25 have to make an investigation as to what the underlying

i

I

.- . . . - -. _- .. |
1
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ebl2 I factors were that caused the prices to ho set at whatever

2 level they were set. Is that what you're sayi g? -

3 A You'd have to look to the underlying factors of
*

,

4 supply and demand. You would have to lcok to the underlying

5 legal factors which would either prevent or not; things of

6 that nature. You'd have to look at all those factors.

7 Q And did you make that kind of an investigation

8 in examining the CAPCO market arens?

9 A Well, I think my various cases is the kind of

10 investigation I made.

11 Q Did you make any investigation as to the reccons

12 why the average bill in 1974 for 500 kilowatt-hours per month

13 of residential service by Consumers Power was $12.74 and was,

14 $12,85 by Toledo. Edison, which are adjacent systems?

15 MR. MELVIN BERGER: Could I have 'that read back ,

16 please?

17 (Whereupon, the Reporter read from the record

18 as requested.)

19 MR. MELVIN BERGER: Was that 1974, Mr. Paynolds?

20 MR. REYNOLDS: Right.

21 THE WITNESS: No, I didn't make that investAgation..

.

22 I didn't consider it relevant.

23 BY MR. REYNOLDS: ;

1

24 Q Why would that not be relovant in determining wht t

25 the relevant retail market was, or what the relevant retail

. . -- . - -- ~



. - - - - - . -~.
- . - - - -- - . - - -:''~~

1,

{ 6894
|

ebl3 1 markets were in this case?,

h 2 A Well, first because it seems to ma that Con.:umers I
! l

3 Power and Toledo had an agreement as to ensteners and secondly..

.

(.
4 because no matter what Consumers Power charged, Toledo

*
3 Edison was under no legal constraint or econonic constraint.

6 to change its prices, and vice versa. They do not set

7 their prices-- They are not influenced in their pricea

8 by what each does.

9 C11AI1U4N4 RIGLER: Are there any customers who

10 could be served by either of the systems at the custcmers'

11 option? )
!

12 THE WITNESS: Yes, there are customarc which could

( 13 be served, particularly along the borders of Michigan and

14 Ohio where the two systens are there, and they don' t- Thay

15 don't serve each other's custcmers and they never have.

16 BY MR. REYNOLDS:

17 Q What is this agreement you were talking about

18 between Toledo Edison and Consumers?
i

19 A I'm now going on memory of practically three years

20 ago.

21 The companies operate very closely. There was a
.-

22 question as to whether the Southeastern Michigan Co-op,
*

23- which was located in southeast Michigan but also acrons the.

24 border in Chio and wanted to -
*

I

25 MR. STEVEN DURGER: I can't hear Dr. Wein well at {

.

:

_. ._ _ _ _ -- - - _ _ . . - _ . ..
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fIebl4 all.
ii

} 2 CHAIR!WI RIGLEE: Will you speak into your micro- i ,

I
3j' phone, Dr. Wein?

4 TIIE WITNESS: Suppose Southeast Michigan wanted

[ 5 to get power transmitted by Toledo from Buckeyo, of which |

|

6 they were a member, as I recall. Toledo refused but in

7 between, there were lots of memorands between Toledo and

8 Consumers and things of that nature, all to the effect--
4

9 Of course the decision was No, they would not transmit it,
|
'

10 and this was a custcmer of Consumers. It was not a customer

!11 of Toledo's, Southeast Michigan, and yet Toledo refused even

12 to wheel it.

I 13 And the whole tono of the correspondence it ceems

14 to me was that they would not go for customers in each

15 other's territory and that's about what I can recall.

16 CHAIldIAN RIGLER: Absent any agracment net to

'
17 compete, would they be in the same retail market?

10 THE WITNESS: Well, absent any agreement not to

19 compete, the Consumers probably would not be chle to get

20 any customers in Toledo's market because of the legal

21 restrictions of the State of Ohio.
,

.

22 For example, if a customer in Ohio wanted to bc

# 23 sorved by Consumers Power, he would havo to disconnoct for

24 90 days and that itself is enough of a bar to eliminata any
_

25 rotail competitbn for Consumers in Ohio's territcry.

2A

___ . _ _ _ ._ _ . _ _ .
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'

!

| mpbl 1 Now, for Toledo Ohio to go into Michigan, that
! 23

fm 2 legal thing did not provail and I supposo thct Toledo

! 3 then could go into thera.

' 4 But if that were really significant then

5 Consumers, I suppose, if they really tmnted to keep allg

~| .

6 those customers would have applied for public utility

7 status in the state of Ohio, if that vore that impor::ar.t
|
|
8 8 to them.
|
|

| 9 CHAIRMAN RIGLER: Let me ach a quantion which

!
! 10 anyone may answer.
I
'

11 Does the Ohio anti-pirating statute cpply
I

i 12 only to municipal statutes or does it apply to industrial
i

!( 13 customers that have never been engagcd in generation?
!

{ 14 THE WITNESS: It's my understanding that it

15 applies to any retail cuctener.
,

16 MR. REYNOLDS: That's right, any retail o::
:

! 17 wholesale customer.
!

!, 18 THE WITNESS: Or wholesale cuatcnor, yac.

i

19 MR. MELVIII BE2GER: That d000 not quita

| 20 coincide with our understanding. We would agree that

21 it would apply to any rstall customer, whether it'c

'

22 residential, comnercial or industrial. Ucwover, I :20 not*

;

| believe that we agree that the anti-pirating statuta23,

.

{ y itself applies to wholucale.

| |
i 25 MR. HJELt.: FELT: I didn't hear preciacly what
i

3

!'

!,

; .

-

1
,

|
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| mpb2 1 everyone else said, bw. the anti-pirating statuto weuld
!

! 2 not apply to a retail custoner uho is being caripet2d for

[ S by an investor-or.Ed utility and municipal s/stom, as I
.I

4 understand it.,

4 5 CHAITdfAN RIGLER: It would not?
1

1

; 6 MR. HJELMPELT: It wculd not.
i
;

7 CHAIR!!AN RIGLER: So that ycur understanding

8 is that a retail industrial custcmor would have the option
I

!,
9 of shopping without having to go isolated for 90 days.

:

10 MR. HJELMPELT: That's correct and that,

:

11 certainly has been what happened in Clevoland.

; 12 MR. PERI: I might say that's ny understcading
I

13 also.
!

14 MR. M3LVIN B3RGER: I would like to corrcot

15 my statement, also. The 90 day statuto does not apply

16 to municipal systems at all. It only applies to

j7 ccoperatives and to investor-owned utilitica, so it uould

18 have no effect on competition with municipal cystema. It

10 would have an effect, however, on compatition betwsen

20 investor utilities and - other investor utilitiac cr

21 cooperatives.

*

22 MR. REniOLDS: Let to add another modificatica

,- 23 to that which is that I think it would apply if you uere

pj talking about a municipal as a wholesale custcmer and

'

service to that customor. Then I think the 90 day provision-25

. . - - . . . - - . ------ . - . - --
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mpb3 1 would apply.

2 MR. HJEL!EELT: I think where Ue'rc left is;p
i

j 3 the parties are in disputo as to the effects of the

\
4 operation of the 90 day law. I don't think it's at

j 5 all clear that it applies to ccmpatition for a annicipal
|

I G wholesale custo:ner either.

7 MR. MELVIN BERGEk: Can I attcapt to curraarize,

a taking the risk of muddying up the untor? I don't think

9 there's any dispute among the parties with regard tc the

to application of the 90 day law for roball.

11 Am I correct in saying that?

12 MR. RED 10LDS: By invat: tor-cwncd utilities.
,

13 CHAIRMAN RIGLER: As'I understand the Applicant 3'
i(
i 14 Position, the witness is correct in saying 'chere cculd
!
!

| 15 not be competition betusen Consumers and Toledo Edison
i

'

| 16 for retail industrial customers becauco when you crc
!

! 17 talking about competition for service between tue invector-
i
i

18 owned utilities the 90 day provisien would apply.

19 HR. REYNOLDS: Only au to existing, not as to
:

! 20 any new industrial custcmers that tr.ight nova into ar.

21 area, but as to existing, yes.-
*
.,

; 22 MR. MELVIN P3RGER: tio would agrca uith that.

N 23 CHAIRMAN RIGLER: As to new industrial cuatemers,

I
going back to y'ur original answer about the secgraphic: o94

1

25 market being determined by the' prico influcac's ide.t ccmpeting'

i
!

!

- - - - . . . . - . - - _ -. - . . - . - .. ..
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cpb4 1 utilities can exercise, why uculdn't thare be retail

I
2 competition, then, betu2en Censumers and Tolado Edicon? }n

(

3 TI13 WITNESS: Well, there could bc that sort
>

.

( 4 of potential ccmps.tition in the sence that befora ocr --

5 clearly if we're talking about a residential custncr the.

.

6 thing is so trivial they're not going to uorry about

7 whether somebody's going to build his house on one sida

e of the border or not. On the other hud, if you're talking

9 about substantial loads the quoction that cemc0 in is

10 this:

11 theoretically Consumers wants to get that

12 load and so does Toledo, but if Consmors chargcc a prico

(.
13 low enough to attract 16 away from Toledo it nuct sce

IM what the consistency of that rate is with all its cther
'

15 rates and the question then is uculd Concumcre attr.pt

16 to tampar with its own rate structiire, in other verde,

17 open up the flood gates to all its other indusicial
g

18 custemors inthe state of Michigan who could say,t: ro

to getting the,same hind of powe , why arc their rattu

20 lower than ours? And the cano crgenent W,uld go 20:

21 Toledo.

*

22 So it's ny judgment that tho'/ do not co cit:mpt
3

23 to change their pricos in order to get a particular.

. W
;g customer because the consequences of that cro virty cuch

,

25 nore severe.
s

/ 'N . t.
-

.._____._ _ . . _ . . _ _ _ _ _ . - . . - . . .
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i
1 In short, it is for the total 1cada that they

mpb5,

! m 2 have a small thing in order to deteriorata a rate structuret
i x..

3 which you're quite catisfica and happy with nou.;
!

'
. -

iI 4 CHAIRMAN RIGLER: Wculdn't the samc conciderations'

!

,-| 5 apply to retail competition betreen the city of Clevolz.nd

I
! G a.ui CEI?
I
' 7 THE WITNESS: Well, the city of Cleveland --
!

i 8 the question is whether CEI would. Hall, I suppoca
*

1

[ 9 between the city of Cleveland and CSI that would, but

i
i 10 I would put them in the same market arca for that purpose,

I
11 that they do really have significant influence on each

;

12 other.

13 BY MR. REYNOLDS:
,

(
14 0 Wouldn't it be equally true that if Censumers

:

15 wanted to compete for a municipal customer that it would'

,

16 also have to considor the impact on its entire rate

17 structure?
.

18 A Yes, it would, it would.

19 MR. MEININ BERGER: For a municipal cuctener'

|

20 anywhere.

i THE WITNESS: He apparently means in Ohio.21
.,

'

22 BY MR. REYNOLDS:

,. 23 G Anywhere.

! A Well, I thin'c 'Concumers' uholesalo ratos aro24
:

certainly -- that's why I defined the Ccncumer'c market as
i 25
;

1

!
.

- - . . _ _ _ _ _ . _ . . . __ _ _ . _ . . . . . . . ..
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mpb6 1 the entire service area of Consuners. They do take that

2p into consideration and they take into ccnci5cration the

3 rates of competing cyst?:m. They tako into considore.tica
,

.

( 4 very carefully the rates of the board of' Water and Light

.' 5 in Lansing.

6 g And if Toledo Edison wanted to ccapete fcr a

7 customer of Ohio Edison, wouldn't it also have to take

8 into consideraticn the offect on its rat.as to all its

9 other custcmers?

10 MR. MELVIN DERGEP: If you say Chio Edicion is

11 this one being served by -Ohio Edicon?
,

12 THE WIT 21ESS: lie neans the potentini enc.

. 13 BY MR. REniOLDS:
(

14 G Yes, let's say --

15 A. Say what, a potential one? Uc already stated

16 that --

17 O Well, let me ack you: cn exicting custcmar of

18 Ohio Edison?

19 A Well, a retail cuatener? Then the 90 day lau

20 would prevent that.

21 0 Let'c assume for a minuto that there was a
.

~

22 waiver of the 90 day provision.

A Well, I did not defina markots on all the; 23

y possibilities that could take place. I defined th.rn as

the law exists. I also pointed cut that if conditions25

. ._ _., ._ , _.

s , - ,-
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.

mpb7 1 change the markets wouldn't necessarily be the sane,

p particularly with respect to the possibility of pctential2

3 competition and the question na to whether tha city of
,

-|

|'
4 Claveland, for s'en9ple, would get on, I cay geographic

,

'

5 market areas vary with the timos, the technoloJy and,-

' 6 the conditions. They are not always the camo.

7 CHAIRMAN RIGLER: Right, but you'ra anying
i

!, 8 the influence of a competitor's price is a principle

! 9 factor in determining tha'gacgraphic area.
i

10 THE ITfNESS: Yes, I an saying that, but I'm

11 saying if that is climinated by lau, that influence is

12 no longer there.

,

13 BY MR. REYNOLDS:i

14 g Do you know if there is yardstick cc:npetition

I 15 between Toledo Edison and Cortcumorc?

16 A Well, I have not e:rznined the rates. I could

17 doubt it very much.

I 18 0 Is there varactick competition botveen MELP

!

19 and CEI?

! 20 L For retail salos?

i 21 O Yes,
i

~| A Yes, I think tharo is.22

; 23 % What about Toledo Edicon and Chio Edicon?

| 2el
A I don't really think so. I accuse you nean

new for wholesale scles or retail salos or uhat?25
!

!
<

i

. - _ . . - -. - - -
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cpb8 1 O For any kind of salec.

2 A I don't really think so.m
(

3 g Is there ec=patition bett7een Tole 3.o Edisen
,

.

'' 4 and Ohio Ediron for industrial -- new industrial cucucaerc'

." S that move into their area, -mova into Ohio?

6 A well, no new industrial customer r'. ac in o

7 Ohio without having considered a great deal of other

8 things and the competition bettioon Ohio Edicon and Toledo

9 Edison is about the same as the competition in that

10 regard of any other utility in the United States ifnich

11 a potential industrial customer can sell. In that cc.nce

12 there is competition.

13 g And what is that cenpotition?
,

(

14 A I think that is very remote frcm the

15 antitrust considerations involved here. In othar verde,

16 if I were an aluminium company cnd had a possibility
,

17 of locating in Seattle or locating in Ohio or locating

gg in Maine or locating in others,the rato structurns of

10 companies are not decignad to tske account of the

20 Possibility that an aluminium company might come into

this state.21
|

22 g So it's your view that thors is no real

ccmpetition between Toledo Edison and Ohio Edisc.n for
3 23

oxample, for note indastricle that might move inte they

state of Ohio?- 25

t.,

|
_ _ - - . . . . . . . . - -

_ _
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1 A. Well, if you mean does that significantly

rpb9
' 2 affect the reascns for their mMcing the rates the wa7{
1 3 they are, the answer is no, I don't think th2re is.

.!
I 4 CHAIRMAN RIGLER: Off the racord.

.' 5 (Discussion off the rocord.)
:
'

6 CHAIRMAN RIGLER: On the record.

7 BY MR. REYNOLDS:
i
! 8 G Dr. Wein, we're still waiting for an anst:Or

9 to the question as to whether it'c your vicW there is
.

I

to no competition for industrial customers hatueen Toledo

11 Edison and Ohio Edison.'

12 A. In the sensa in which I said would that ccmpeti-'

13 tion influence their rato otructures, the ancuor is

,

14 no. There are very few industries which when they are

15 considering a. location in a particular area would make
.

16 it solely on the basis of a difference in tha prica of |
,

e3ectricity because for meat industrica the prica of17

electricity is a very snail part, thoro are coma of courso18

in which it is very high and there the cc potitica -- cs39

for example, in making alu:sinium, and thsrc the celection20

choice rangas over a very, very wide geographic arca.
21

:s
Now there may be a ccmpany t;hich haz decided |

'
22

t

;! to settle in Ohio and has an alternativa between going
3

i
in Ohio Pover's tetritory and going intoTolede Edicon'c

| 3
i<

territory and all other ccaditicna equal, it might asj ; g
I'

,
.

!

,

g .<w- % -.- --
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!

{ t well move to Ohio Power if the rates are louer.
! rpb 10

2 Now, what is the responsa of Toledo Edisen to

3 that? The answer that I'm saying la Oc1cdo Edisen can't
.i -

( 4 really respond very much to it and does not set its

5 structure of rates on the bacia df cenuidering that a,-

6 particular company may move in, and that'c becauce the

7 new business is always a very small propertica of the

8 total existing loads that go on. If you assume that

9 even the total e:tisting loada that might grow at a rato

10 of 5 percent that means in any yacr it's only ons-20th

11 of that and it would not chango itc rato etructure simply

12 becausa some particular industrial sryo, Well, if you

13 meet Ohio Power's industrial rates we'll como to settic

~

around Toledo because Toledo is just as good as cattling14

15 in some Ohio Power territory. I don't think that in Ohn

16 way they compete and in that sense I don't think there

17 is the kind of competition relevant in this particultr

18 Proceeding.

19 g And would you also fcel that - strike that.

20 Is it your view that there is any competition

21 for new residential custen:ers based on rate differentials

*

22 between, let's say, Toledo Edicon and Ohio Edisen?

A. You mean whether an individual purchasec a23,

y house or builders develop -

g Any kind, a ncy re idential cuctcmer who goes25

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

!
I

cpb 11 1 into the area -

! 2 A. You mean he has a choico as to whether he
. (m
I, 3 goes to Chio Power's terriii.ory or Toledo 2dison's territory?

.!
l 4 I don't think there is any significant competition there.
!

j! 5 CHAIM1AN RIGLER: suppoce you are a developer

6; and you're going to put 100 houses in wherc you're tuo

7 miles from tha existing line of Toledo Edison and two

8 miles from the existing line of Ohio Edison.
,

9 THE WITNESS: I think if I were -- it would
.

to depend. Let me put it this way: assuming that all things

11 were equal, the price of the land, the attractiveness of

12 the land et cetera, et gatera, et cotera, and if I vere'

13 building, say, single residential houses that would not
(

14 particularly bother me. That's the custcmer's respencibilit:'.

15 on the other hand, cupposing they were building

16 a large block of apartment houses, where I would put

17 the rates into that, I might make that decision as to

18 go one way or the other, but what I':a arguing is neither

19 Ohio Power nor Toledo Edison would in particular change

20 their rata structure in order to got thic onc guy rather

21 than lose him.

*
22 In short, it is tco insignificant in the

23 light of the total damagos which cculd come to them Zrom-
.

24 trying to tailor rates to catch a particular cuctemer.

25 Now, in the case of - cupposing hypothetically

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

e
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1 that for some curious raason Dow wanted to build a plant
Epb 12

2m in Ohio to manufacture magnesium and other thingc. Tho
k.

3 companies might tailor a special rate and so classify
,

.

C 4 it for Dow because Dow, let's say, is going to take a

5 great deal of power. They might tailor a special rats.

.

6 with each other, in which case, then, they got outside

7 the existing rate structuros for their industrials in

8 order to avoid kickbacks. But of cource in the state of

9 Ohio I think that's very unlihcly bccause tho industrial

10 customers there are very s9phisticated buyers of electricity

11 whereas a similar thing which took place in the ctate of

12 Alabama where you had special ratos with onc customer,

(,
13 they're not quite that industrially scphisticated and

14 that might get by.

15 So it is that cort of thing.

2B 16

17

18

19

20

21

e

; 23

24

25

.. . - - - - - . . -
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2C ebl 1 BY nn. REYNOLDS:

2 Q And would your answer with regard to your indus- !

3 trial custcmers and your residential customars be the cane.

4 if I were to ask you tho question but ask it in terms of

'

5 commercial customers, new conmercial customers moving into-

i

6 an area?

7 A Yes, unless by a " commercial customer" again we're

8 thinking about some enormous federal installation perhc.ps

9 which would cake an enormous amount of pouer, in which case

10 I might again try to go to the device of special rates, but

11 it would be very difficult,

12 Q If we were talking about a special rate wouldn't

( 13 that need regulatory approval?

14 A You mean in the State of Ohio?

15 Q Right.

16 A I'm not sure that it would.

17 Suppose a cuscomer went out in rural territory

18 and that's where he intended to settle and he was not within

19 the boundaries of a municipality; he's simply cut there in

20 the countrf. I'm not sure that that uould require in the

21 State of Ohio any regulatory approval.
a'

22 CHAIIV!AN RIGLER: You mean if you get outside of

2 23 these defined boundary areas you can discrimina::e in your

24 rates if you are an IGU?

25 THE WITNESS: You can diacriminate in your rates

- - .-- .

- - - - - , . . -.
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ieb2 1 even within the defined territorios. >

'2 CIIAIIUtAN RIGLER: You macn I can go to one indus-
!

, _
trial customer and give him a bettar rate than his neighbor |

3*

|
4 across the street if they each taka the scme load?

'

5 THE WITNESS: If the industrial custcmer is not
-

6 within the confines of a city or a town er come governmental

7 structure which has authority to negotiata the rates and

8 accept them. They're the ones who, in the first instance,

9 accept them or don't accept them.

10 Now if this new custcmer is within a municipality

11 and a new rate is set for him and the municipality objects

12 to that rate because its other industrial customars are

( 13 objecting, then it would have to go to the Public Service

14 Commission.

15 CHAIIU1AN RIGLUR: Would the same hold true of

16 residential customers in rural areas? Toledo Edison ccn

17 just set any rate it wants, because these customers cre not

18 within the confines of a municipality?

19 THE WITNESS: I think that is correct. I'm not

1
20 sure how that operates. I'm not sure.

, 2j BY 11R., REYNOLDS
-.

1

22 0 Do you know whether any cf the Applicants in fact I

J
23 do set rates on any kind of discriminatory basis as you're

24 suggesting?

'

A ch, I think their rates are inherently dir.criminatedf,25

. . - . _ . .- - -.

w
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eb3 1 yes.

( 2 CHAIRMAN RIGLER: I was not cuggesting, by the

,' 3 way, that they set discriminatory rates as between customers

4 of equal load classification. I was just probing.

5 liR. FIYNOLDS: I appreciate that. I wculd like*

6 to know the basis for Dr. Wein s last anerer where he indi-8

7 cated he felt the Applicants' rates were inherently dis-

8 criminatory.

9 BY !!R. REYNOLDS:

10 Q I believe that's what you saic , Dr. '. Min,

11 isn't it?

12 A Yes.

( 13 0 What's the basis for that statement?

14 A All you have to do is look at the rate schedule.

15 If you know what it means in economica you can see they're

16 completely discriminatory. For e:Cample , their declining

17 block rates, all you have to do is know what discrimination

18 means in economics to know that a declining block rate is a

19 discriminatory rate.

20 This is nothing new to me. It's been said for a

21 very long time. It started out with Pigou, the econonist-

22 who held 11arshall's chair in econcmics, Albert Marshall, a

#
23 great English economist.

24 Any text book in public ucility economics will

25 tell you that, that they are discriminatory.

_ , _ _ . _ . _
,

. . - . _ . -
I
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eb4 1 Industrial rates are, too, I might add, thcugh

h 2 they are more complicated. They are essentially that sort

3 of thing.*
,

4 Q Dr. Wein, let tw ask you, what is the purpose of

5 defining a relevant market?~

6 A A relevant product market or a relevant gec--

7 graphic market?

8 Q Either or both.

g A I suppose we have to do them both combined.

10 Q All right.

11 A The purpose is to see whether what might i>e

12 considered market power e:(,ists in that market. That might

( 13 be one purpose. It's a purpose which in antitruct inves-

14 ti' git' ions one would --

gg MR. STEVEN BERGER: I can hear you, Dr. Wein.

16 THE WITNESS: It's a purpose which in antitrust i
I

g7 investigations is necessary. You simply can't lock at the

18 size of a company. You have to look at it in terms of a

gg relevant market because relevant markets are whers ccmpatition

20 is supposed to take place , and competition in fact mea .s

21 the ability of different entities in' a market to affect the
.

22 Prices and other important terms of sale, reliability in

#
y this industry.

y So unless you are able to define a relevant

market, you don't have a universe of diacourse in which to3

. - . -- . - - -. - - _ . . . - . - - .
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eb5 1 assess the evidence in terms of mar;:et power.

m
2 ME. REYNOLDS: I'm going to have to hava that read,

* 3 back because I missed portions of it since I couldn't haar
,

4 Dr. Wein. !!e faded in and out.

5 Uould you read the answer back, please?*

6 (Whereupon, the Reporter raad frcm the record

7 as requested.)

8 BY MR. REYNOLDS:

9 Q Let me ask you, do you define four or five separato

10 retail markets as being relevant in this proceeding?

11 A Did I define four or fiva?

12 Q Right.

( 13 A Well, let me count them up: CEI, Toledo, Ohio

14 Edison, Duquesne, Pennsylvania Pcwer. Five I guasc.

15 Q Well, will you take a look for me at the table

16 set forth on page 82 and explain to me why you ccmbined the

17 markets of Ohio Edison and Pennsylvania Pcwor in that table?

18 A Page 827

19 Q That's right.

20 A Well the purpose there is that I was trying toi

21 contrast the total retail sales in these companics. I could

22 have pulled out Pennsylvania if I wanted. It wouldn't have

I made much difference. I was simply contracting retail sales23

24 and industrial sales. I suppose the point I was trying to
,

25 make was about the inmortance of industrial sales for these

i __ _ _ . _ _ . _ . . _ _ _ ___ _ . . - .
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.

ob6 1 companies.
m

2 Q And what about Tablo 2 that f aces pnge G G?

* 3 A Well, as I recall, I cimply comprescad Ohic
,

4 Edison and Pennsylvania Pcwer, not necessarily saying Onic
'

5 Edison's territory is exactly the came as Pennsylvania'

6 Power's territory, but if I put in another line there wouldn't

7 have been any dif ferenca. In other words, if I had pulled

8 out Pennsylvania Power separately, it uculdn't have made any

9 dif ference.

to O Well, is it your view there is or is not a separate

1,1 retail market for Pennsylvania Power and Ohio Edison?

12 A Well, to the extent that there is come differenca,

( 13 which there is between the prices charged by Ponnsylvania

14 Power and Ohio Edison because they operate under different

15 regulatory schemes and f ace different conditions , I guesc

16 I would say that there is probably a caparato -- probably

17 a separate retail market and wholesale market for Penncylvania

18 Power.

19 Q On pages 110 and 111 you stato that:

20 ". .if there were only cne retail. .

soller of diamonds in. .Washingten, D. C. he21 . .

.-

22 would not be able to charge a monopoly price. . . .
,

I for. . .long because diamonds would flcu in fron23 .

Philadelphia, New York, Chicago, et cetera. . . .24

We would therefore e::pect, and correctly, that the25

I
i
1

_ ___ . . _ - . _ _ _ _ _ _ . . . _._ __
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I

Itb7 geographic retail markets for diamonds would en-
.,

I
compass the entire Unite d States. "

. . .

3*

Isn't that correct?.

#'
A Yes.

.
* 5 Q If in response to a monopoly prica sct by a

6 Washington seller, a London firm opa. nod c rattil ctora in
'

7 Washingten, then according to your definition Lcndon would
8 be in the same retail diamond markat as Washington, would
9 it not?

10 A Yes, I think it probcbly is.

11 Q Dr. Uein, aren't you confusing tha wholoaale
12 diamond market with the retail market? I

13 n no.i

14 Q Accordi!.g to your definition aren' t you defining
15 a retail geographic market as that area around a single

'

16 geographic point which encompasses all cuppliers who are able
.

17 to compete within that geographic area?

18 A Who are able to competc?

19 Q That's right, whether they be in London or I;cu

20 York?

21 A You mean in the diamond exampic?.

,

22 Q Right,

'
23 A I'm encompassing all supplierc who have potential
24 influence in setting the prices and you could not gat-- You

25 see, the retail prices of diamonds in Lcndon would not have

. _ _ . . . _ . . . - __ . _ . _ . . _ . _ _ _ _ . ._
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eb8 1

probably too much effect on the retail pricos of dia: ronds
' ,

2
in Washington, but as I underatoed your hypothei:ical, a

;
* 3 London firm cpons up a ctoro in Washington..

;
4 The selling and the purchasing of dimonda at

' 5 retail gets a little more difficult when ycu're crossing
6

international boundaries though even thera it dcas take placo, c
7 A certain amount of mutual trust has to tzke placa hetween
8 people who are buying dicmonds in the United States
9

at retail and somebody says Well, have you gena to thi:' great
10 jewelry store in London? And if he kncus in fcat that it is,
11 all he has to do is get a cate ogue.
12 I have a catalogue sent to to every year froat

( 13 Gump's in San Francisco. I rarely ever get to San Praacisco |
5

14 but I do knew Gump's and I now and then buy things through
15 the mail from them.

I
i

16 Well, in the retail sales of diamonde, orca the
i17 knowledge is there it's conceivable that you do have ccm- '

18 petition within -- and particularly where we're talking about
19' a subclass of the diamond market, cxpensiva gc=s, and I
20 rather suspect that is a rather world-wide retail market;

,. 21 not $50 diamond rings but $50,000 diamond rings and up I
22 believe is quite an international market at retail.24

*

23

24

1

25 8

8
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mm2 1 Gt=p's prices might tond to equality to the prica: h2ra in

' 2 Washington, was not due to the conpatiticn batucca Go:pc

3 and a retail outlet in Washington.-
,

.

4 A I novar said anything about Gm.ps' prices tending
.

.' 5 to equality with anything in Nachington.

G CHAIRMAN RIGLER: Right. He Dr.id just the oppocitta.
.

7 THE WITNESS: I said I used that, Mr. Reynolds.

I

a I am getting impatient because I am not very 'confortable !
I

I
g and I don't like to ba br.dgerad with foolish quectienc.

to But I said that in the illustrativo giantion of

11 trust. I said the reasen tihy I would shop ' t Gmps is, Ia

12 knew about them. I didn't say anything about Gumps being

13 in competition with anybcdy elce in Wachington, j
.-
'

i
BY HR. REYliOLDS: 1

g,g

'

Q Could you put Gumps in the some retail markat?15

16 |
A 7 didn't.

CHAIRMMI RIGLER: He didn't. |37
'

THE WITNESS: I would like to ha*;e a broa%. I
18

am getting very irritablo.gg

N M RI E R: Ua will break Nor lunch. iin will20

take one hour today.
21

(Whereupon, at 12:45 p.m. , the hearing in thu |22
I

above-entitled matter zwas recascsd, to ranume a'c 1:45 p.m. |; g-

this same day.)2, ,

l
,

zs !.

,

1
i

. _ . _ _ _ . . --_ __ _ _ _ _ . . - _ , _ _ - - . . . . _.
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|
.4ER/mm1 |
pml 1 AFTERNOONSESSICH 1

.

2 1:55 p.n.
~

3 CHAIRMAN RIGLER: Let ua go ahcad. .,

.

f 4 Whereupon,

e' 5 DR. HAROLD tiEIN

6 resumed the stand, and having been previor. sly (tuly mrorn,
1

7 was further examined and testified ca follown: (
1

CROSS-EXMIINATION (Contint d)3

g BY MR. REYNOLDS:

to Q Dr. Wein, a little earlier this morning, .y

11 recollection is that you indicated the significance of the

12 relevant markots, the analysis of relevant narksta is in ordar i
s

i

13 to assist in the measurement of mencroly pouar, is that ~

1

right?
Y e,t .

A es.15 ,

!

CHAIPJfAN RIGLER: I thought ho said unrhet pouer.16
i

THE WITNESS: I said mar %ct pover, yas.37

BY E. RE WOLDS:13
,

!

0 All right, market power.39

20 Would you say that I was incorrect if I suggestod

it was useful as a measuro of nonopoly pc.wcr?3
c' i

A "D11 * " P 1Y 8D#iC*11'"I'"EU "U 3'11E# '' '"U !22
l

there are degrees of market power which ona collor uould f; g

have the maximum asanning it vero a mcnopoly. Even if it wero.ut

not a complete 2conopoly it would hava 6cgraco cd narket powor.D
i

i
n 1

-. - ... -. .- -
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mm2 1 Essentially you have to view it as that hind of

2 a concept.'

s Q Well all right.
,

.

4 So the ' only differenca in terms of the relevant

5 market analysis betwoon the mar %ct power and monopoly power*

.

6 is one of degree, is that uhat you are saying?

7 A Y88-

8 0 ,. Ecw would you d3fino monopoly pov.er?

0 A It is tha power to dotormina pricac to ~2::cl:63

to custos::ars to engage practices which in centract to a

competitive market would not be poccible.
11

12 O I am sorry, I cannot hear uhat you arc saying.

A Can you hear me now.
13

Q I have lost your ancuor.
14 ,

Will y u read that back for no.
15

(The reporter read the record as reqenated.)
16

THE WITNESS: Let no repaat it.
37

It is the powar to fix prices to excluda competitors,;g

not customers, to ongage in practicas which would not ha;g

Pocaible under competitiva market conditions. As for
20

example, the imposition of discriminatory raton or pricas,
21

.'
to engage in a wholo variety of actionc which vould not bcg

possible undar competitiva conditions., g, ,

BY MR. R3YNOLDS:

O If a given electric utility did not have ::ha ucuer~

25
-

.

1 -
.

'
r

- . - . - , - - . . . . . . - . . . - _ . . . . . , _ _ . , . _
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mm3 1 to exclude competitors, and if its pricca ware ragulated

2 by a regulatory agency, could it have mencpoly powar?^

4

3 A Well, if it could not oncluda competitors th:n it
,

.

/ 4 is very difficult to understand why it would be regulatad.

5 But assuning that that la a historical happenstance <md*

.

G that existed, then the question as to whether it had monopoly

7 pour because of regulation is, yac it has monopoly pouer. It

8 may not be able to practico tho monopoly pou r as conpletely

9 as it could without regalation. And s.o it goes to the degraa

jo and the nat tre and effoetivanass as to its practica.

11 As to the use of this power, that goes to the

12 effectiveness of regulation. Senatimac regulation ic

13 effective more or lesar cometimes it in quite inoffective.

14 So the answer is yan, it has popar.

Q Is it your view that regulation in the electric15

utility industry is in part dosigned to protect against
16

the electric utility from excluding ccupatitors?
37

A Well, I don't tmdoratand that.
13

Are you asking re about a particular stato law, orgg

are you asking me about the federal?20

Q Either one.
21

.'
A Well they vary.3

Under the Pennsylvania law as I understcud it, it, g,

wculd be very difficult to got nmr utilitics into Ponnsylvania,g.

Under the Federal PoWor Commission, I don't knew that thog

*

- - . . - _ - - - . - - - ..
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mm4 1 Federal Power Commission with rocpoct to electric companics --

2 whether thers is anything in the statute that says one thing !^

3 or another about whether they are dasigned to c=clude
,

.

( 4 competitors.

5 Certainly the Federal Pouer Commission, for*

.

6 example, in natural gas has cortificated now pipalines. On

7 the other hand it has also allowed pipelinec to be murged

8 and than found them to be -- that decision to ha overtnrned by

g the federal courts.

to so I am not sure what the bearing of ragulatory

11 intent is, given the wide variety of stato commisaions, and

12 apparently of the Federal Powar Contniscicn as wall.-

13 It seems to me that nobody comas to the Federal
,

14 Power Commission asking for a Certificate of Convenienc.t and

Necessity in the electrical inductry. They firct -- incofar
15

as they ara subject to that under the stata regulation they16

go to the stata first.j7

Q What did you mean whan you said that in'your
18

view there was no need to regulate electric utilitica if theygg

had no power to excludo compotitors?20

A Well if they had no potmr to exclude competitorc,
21

e'
namely anybody who wants to can coma into the businces of

22

selling electricity and that would - a real peacibility,,. 23,

In other words, thero woro companics who would come in andp

gj say, vell, I can establish myself in Ohio as the new

L I |

- - . . - . -. - . - . - .-- .
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mm5 1 electric company, and the barriors o that were really

12 very low, wore minimale then I wouldn't think that regulatients

|
3 was required at all because there vouldn't ba cny 2cncSoly

,

.

4 power.

_- 5 So where the barriers aro lou cr.d anyona can entar,

6 there isn't any monopoly pcuer and no you wouldn't need

y regulation. ;

a Q So you do see regulation c.s a function of
.

94 crercising control over the ability of entry into tha electric

to utility industry by neu --

11 A What I did say, Mr. P3ynolds, I caid soma statsa

g3 will limit and require entrants to got stata pernicsion to

do it. I am not sure that that is requirad of all statca.13

(- ja Q Is it true in Ohio?

A No, I am not sure that if Consu:cers Pouar wc_nted
15

to sell in Ohio that they had to got a certificate of Cxrr. n:.er.ac
16

and Necessity. I don't think th3y do. They could ccr.e in
97

there, but if they wanted to orarciso povarc cf c:tinent
18

domain they have to declars it, I suppose -- ha dociared, I3g

suppone, a public utility to do so. But -- so in that conceg

I dont think that the Stato of Ohio is necassarily ragulatingg
1 .

*
.to keep people out, or the Public Utility certaiscien in uhag

' a. .

| b State of Ohio.
23, .

.

But now if you wanted to build a -- Suppoca

1

Consumers wanted to build a trancaissicn, they vould hava to jZa
i

_ + ~ . . _ - _ , . - - - - - - ~ ~ _ . . . _- . - . - ~ . . - . . _ _ . . _.
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mm6 1 go to the Siting Commission ed the Siting Co:raission would

2 determine whether they would allow them to build transniscionx

3 or not. In that cace it would depend upon that particular
,

,

- -

(- 4 state agency.

.' 5 But the barriers other than legal in this industry

6 are very severe and as a cencequence, whether they are aided,

7 impeded; or whethsr the regulatory agency is neutral about
,

8 it,the barriers are very, very substantial.

g Q Is it your view that any of the Applicants

to involved in this proceeding have the power to c:Iclude

11 competitors?

12 A Oh, I think they do. Sure.

13 Q Which ones?
(

14 A All of them. Their mere e::istence, thair cica

and their control over transmission and generation and15

16 distribution are enough to e:cclude any company actually vishing

to enter into that business, any private company.
37

Q And what about Duquesne Light Company?
18

Would you say it has the ability - poter to
19

exclude c mpetitors from Pennsylvania?20

A Pennsylvania? Duquesna in Pennsyl m ia?
21

.'
Duquesne is only 800 squara milec, primarily22

Allegheny County. What would that have to do with Philadelphiah
? 23

'It certainly has the power to e::cludo anybody whoy

wants to come'into that 800 square milco, not enly becauco
3

L

. - .. -. - .- _ .-- . - - - . - - -.-- -
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mm7
1 of Pennsylvania lau, but for thsco other practical roasena.

I('' 2 MR. REniOLDS: May I hava the prc'71ouc qu3stion >

i
!

'

3 and answer read.,

.

4 (The reportar road tha record as regnestad.)'

~

S BY MR. REYNOLDS:*

.

6 0 What are the other practical resconc you had in

7 M!nd?

Well, here you haso a s'atcm of about 2500 mega7ctts'a A j

o as of now. All your transmission of all the cunco:crs

to pretty nearly -- in that cron the custoriors of it, it would

11 acom to me that oven if Pennsylvania law said, okay, anybody

12 can enter into it without going in and compating --

. 13 Q I'm sorry, Dr. Ucin, I can'*. hc.ar you,c
t

14 A -- go in and compete for rotadl cuateners, it

IS would be a very difficult thing to amass the capital, go to |
!

IG Wall Street and say, "I am going to competo for the markr.t

of Duquesne Power Company. There is U.S. Stool that,is taking;7

900 regawatts, and the:.eu ia Jones & Laughlin that is taking !18

950, I th.Lnk I might be able to gat them away frem Duquorms . "19

And I think anybody who han any senac at all,20

w uld turn down any such request for funds. I know if I rera
21

.'
an investment banher on Wall Strcot I cartainly couldn't givag

any private company any encourag asnt at all to try and gote g

custoteers and establish a viable vertically integrated.,j
'

generation transmission system in Duquesno's territory, 300g

- _ . . .. -- . . . . .
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48 1 miles. It seems to ma to be a virtually impossibic sort of

I

(m 2 thing.
|

3' Q Let me ask you this, Dr. Wein.
,

.

h 4 Is there anythiag that Duquasne is doing uhich,

5 if Duquesne ceaced that activity, the ability of another-

.

6 entity to enter into the markat would be enhanced?

7 A Well, another antity - Olppocing again that we

a didn't have the problem of Pennsylvania laws.

1

o Q Well lat's supposo we have the problam of Pennsylvania
4

4

to laws as they exist today. Answar.my quoction.

It A Well there are still -

12 MR. ICLVIN BERGER: Pleasc don't interrupt

13 Dr. Wain. I think he was giving the answor and stating the
(

14 assumptions that are permitted in that answer.

15 THE WITNESS: There still ara some municipal systelrr i

16 and, if for example they vero allowed to angage in wheeling;

17 if f r example the three companics that Duquesne had acquired

18 were able to get access to more efficient generation and they

19 had wheeling privileges, they might conceivably =tay in the

20 business, they might even conceivably grow. Thoso ars

21 municipal companies and public companies and they have souc

.'
22 advantages which would override perhaps at least at the

('
,. 23 level and scale they wanted to coma in.

pm 1 g

|
2s,

|

|

)

| |
| . . _ . _ _ _. . ,__ . _ _ _ _ _ _ _ _ . i
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fis Meltzqr
2E ebl CIIAIRMNI RIGLER: The quer Lion was, though, what

g
N 2

. practice of Duquesne --

* Tl!E WITNESS: Wall, the practice is thab, enc,,

/

( 4
they refused to give them access to nuclear pc rer; t.ro., they

* refused to give them wheeling; thres, they cetually refused

j to even sell them wholesale power 30 that they could not ste.y
:
* 7
! in at that level. And these practicas would seem to ma to
,

I 8
be something which they are doing ':hich preve.its companies.

I
i 9
i from either staying in or if they are in, frca grcuing somo-
!
' 10' what larger.
1

II
BY MR. REYNOLDS:,

' 12
O Dr. Usin, can you tell ma which ontitiec Dnquosne

13
( Light refused to give access to nuclear pcwcr to?

14 A Well, I think the City of Pitcairn asked tham for

15 nuclear power.

I6
Q What do you base that on?

17 A Docu=3nts that I'va read. f

18 Q What entities in your view has Duquesne Light
19 refused to wheel pcwer for?

20 A Well, I'm assu: ring that when the Eurough of
21 Pitcairn asked to be admittad into the CAPCO Pool, they,

22 inte ided to have all the advantages of the CA. CO Pool which?,
i

* 23*
includes wheeling, and they were refused admittance to the

24 CAPCO Pool. So I simply interpret that so equivalent. fI
25 0 You suggested t2at if nunicipalitics in the

i,

1

. _a .: .._ -- . .. ~ -. - - - - |
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eb2 1 Duquesne area had not been refused wheeling or acc.:sc to

2 nuclear power that thonn nunicipalities would heve been able

3 to grow.-

- (
- 4 Do you knew under Pennsylvania l=1 thc. ant'ent

'

- 5 to which municipalitie: in the State of Panncylvania cen

| 6 take on custcmcrs outside tha corporata limits?
I'7 MR. !E VIN BERGER: objection. I believ: thara

8 is a senewhat slight mischaracterisation of Dr. Idein's,

I
f

9 testimary and I also bel Love Mr. Reyncids 1.3 asking for acme.

1

10 legal conclusions on Dr. Uein's part.;
.

; 11 CHAIRMAN RlGLER: Well, the second par ~ of the
i

| 12 objaction is overruled.
'

;
'

i.

( 13 I do have a little prchlen with the firat pcrt of !
;
,

14 the questien. You started out asking hir. if there era any

15 practices which Duquesno, if they ceased doing, would cn-
|
:

1G able other entitios to cenpote better in the Du;uenne area,

17 and then you sort of trannlated that into actual e nm;1as

18 and I don't knew that in his original ansucr he suggescad i

19 that Duquesne either had or had not refused to wheel. He

20 was pointing to practices which if ceased would result in

21 increased competition.,

22 MR. PEYNOLDS: I believe my last question

-' 23 went to his respense which indicated that if certain practicea

24 were not on-going, the ones that he ananmed Duauasne was

25 engaging in, that the municipals in the area vould be in a g
n

(
,

I

_- - - - . - . . --. -. .
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I

ob3 1 position to grow, and I was asking him the e:::ent to which '

{ 2 it's his understanding that Pennsylvania law uould permit

3j any municipalities in the State cf Pennsylvania to o m end

( 4 beyond its corporate limi:s,'

!

i. 5 CIIAIRMAN RIGLE*1: I'll permit that.

1

6 MR, REYNOLDS: That was the bcsin for w/ quection.

7 CIIAIRMAN RIGLER: I'11 parmit that.

8 TIIS WITNESS: Well, my rocc11cction of the

9 Pennsylvania statutes is that they could not c::pdud beyond

to their corporate limits if they worc already -- if there al-

11 ready was service provided to the custo:uer by ccm cuher

12 utility.
.

!

( 13 Nou in the case of new custoir.arn whare carvice

14 was not provided I'm not quite cure what Pennsylvanin law

I
15 says. Also, I'm not sure that Pennsylvania lcu would pravcnt -|

.

16 a municipality from incorporacing an cutside area into its

17 municipal limits. I'm sure of these, but those cre the

18 possibilities one would have to look into.

19 BY MR. REYNOLDS:

20 Q But you have not looked into thosa po :sibilities?

21 A I did, but my nemory is kind of gone on all the
,

22 fine points. My counscl informed me that tna Pennsylvania

*

23 laws were more restrictive even than Ohio, and I said Wall,-

24 let's read it.
\

~

25 And I read it cnd I came to the conclusion :: hat

,
_ - ._ _ _ . _ ___
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i t

i
1

i eb4 I Yes, they were but I did not cc:ritit all the statutts .:o i
, >'

ti p ,
'

memory. !
-.

i

', 3 Q And am I correct, based on your prior t2ati: cony, j
,

,

[_
'

' 4 that when you said you rend it you uere ref arring to de |
I!

/ 5 Duquesne Light brief that was filed -- the prahaari.in trier .

'
.

i
5 that was filed in this proceeding? i

7 A No. I'm also referring to the cctuci Paans- ivaniaf

8 statutes of which I had a xeroxed copy. I've genc omr thct.

9 I didn't read the Duquesne stuff until fcirly recantly.

10 0 Now turning to the Applicants in the Stato cf Chi <,r'

fI what's the basis for your conclusien that those Applics.nts
.

!
t

12 have the ability to exclude competitors? |
i

( 13 A I've already answered that.
,
a

14 0 We've been talking about Pennsylvanic.

15 A No, you asked ne about the CAPCO ccmpanine and I
,

i

1G said Yes, all of them. |
i

17 Q And my question is what is the basis for that j
j

18 conclusion? i
t

19 A And I gave you the answer on that. I said their
i

20 very existence,.the sise that they have, the fcct that th2y !

!
21 have a virtual monopoly of all the generation, the trn.ts-

,

22 niission, and a great deal of the distribution centors plus

*

23 also some advantages in Chic law.-

.

24 I said all that before, and that's the same '

'

.

25 answer I gave you now.

.

... __ _- . _ _ a_- . . . . . . - - __
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~

eb5 I I might also add since you've given me thu Oppor- ;
6O
|2 tunity to think a little nora that not cnly do they have,

i

,i 3 that individually in Eneir c;in torritories but by virtue of
,

(
' 4 the CAPCO Pool, they have it ccliectively, so it ma';es it

*

5 even more dif ficult for anybody to get into the c?a>CO erc a.

|
i G because you nou have a fairly tight-hnit grcup which has
|

'

'
i I greater power to exclude, !

!
!

| 8 CHAIRMAN RIGLER: And that's a moncpoly, according i
I.

I

i 9 to your definition?

! 10 THE WITNESS: res.

11 CHAI14 TAN RIGLER: So within the CAPCO aroc they
.

12 would have a shared conopoly?
'
.

( 13 THE WITNESS: They would hav2 a shared ?.:encpoly.

14 CIIAIRMAN RIGLER: Becatne earlier you definud

1

15 monopoly as a single compr.ny -- i

|

16 THE WITIIESS: Ycs. {
'

17 CIIAIRMM RIGLER: -- e::arcising monopcly pe". sr.

18 THE WITNESS: Yes, In this case again strictly

19 speaking there are other cmallar antitics in it so they e.ra

20 not solely one conpany, but censidering that thsy hava 93

21 percent of, say, generation and equally large percentwjas,

22 of retail and transmissicn f acilitics and uhat-nob plus the

? 23 fact that they are tightly knit tcgether thrctgh tha Pcol,

24 they collectively share in even gractor power than in the

25 cbsenca of that Pcol they would ha'io, even thcugh ez.ch were

i
I

. .. ___ .,_ - . - . -
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eb6 1 the smo si o as it is now,

m
( 2 BY flR. REYIJOLDS :

j 3 0 Dr. Wein, is it your view that this shared nono-

(̂
4 poly you just described la one which the Applicants hcve

~ t, 5 wrongfully acquired?
i
4

j 6 A You mean is it legal? Is that what you mean by
i

|
7 " wrongfully"?-

| 8 Q All right, wrongfully acquired in torns of
i

j 9 whether the acquisition of that shared monopcly was incon-

i

10 sistent with the antitrusu laws?
,

11 MR. MELVIN BERGER: Objection. I think this is

12 calling for a legal conclusion.

( 13 CHAIR!M RIGLER: I would overrule the objection

14 as to that, and I think I'm going to permit the uituc3: to

15 answer. My only hesitation is that ycu are asking a questien

16 about how that monopoly power was acquired and ina 7itably
1

'
17 that might lead you into the situation which c::isted, the

18 details of the situation as it existed prior to 1965 if thcre

19 were a series of steps that led to the -

20 Assuming he answers in the affirmativo, then in

21 order to flesh out the answer he might have r.o lead you.

'22 through a series of events which transpired pre-1965.

#
23 Dominance alone does not constitute monopoly. But in the

24 issues in controversy we have started with the stipulated

25 dominance and the questions in controvercy are whather this

|
3

. . _ . . . . _ . _ . _ _ _ _ . - _.. . , _ . _ _ . . .
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}
eb7 I dominance gives them the ability to hinder or preclude ;

i
2 competition and then are they oxorcising that chility. j

3 And it seems to me you may be leading him into ;
'

,

I '!4 somathing that was cut off I think at the Applicr_nts' re- ,

!

5 quest during the framing of the issuos in controversy. j
-

,

I
'

6 I'm willing to let him cnmeer. I just call thic
!

t i7 to your attention.
t
4

! 8 BY HR. REYNOLDS:
1

9 Q Ist me ask you this preliminary quoction, Dr. Ucin.ij;
'

!
10 Is it your view that tho sharing of mancpoly that you just

f11 made reference to came about with the formation cf CA?007
,

12 A No, it didn't como about with the fornc. tion of -

I' 13 CAPCO necessarily. CAPCO vas just a r.ovement in n directicn f
I

14 which had baan taken before th:t. CAPCO simply rmda fer even !
!.

15 greator interconnection, greater coordination, groator

16 coordinated planning and oporatien ubich, to cece entant, |
:

17 had gone on before that.
:

18 But the answer is No, it is not only with th

19 existance of CAPCO.

20 Q All right.

21 So that you'ro telling :aa that there was a chcred,.

22 monopoly before the exis'ance of CAPCO?

''
23 MR. MELVIN BURCER: Objection. I thin *: that's c

|

24 mischaracteri:sation of Dr. Woin's tostimony. !
| |
*

|

| 25 MR. REYMOLDS: If it is he can toli na.
:

!
t

i

_ . - _ _ . _ _ _ . _ _ _ _ . . _ _ _ . . _- _
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eb8 1 CHAIIVINi RIGLER: If se, the witness can deal uith
i

m
-

( 2 it in his answer. |
|
!, 3 THE WI5 FESS: Well, I 'chini whnt you had before

,

4 the formation of CAPCO was a great deal of cooperar. ion'-

.' 5 between these companies and they each had in their ce.vico

6 territories and they took good care not to infringe on their

7 service territories, for example to tha extent of s' rapping

8 customors which has been excluded from the evii'enca hot toen

9 Ohio Edison and Toledo Edison.

10 And in order not to overlap they ongaged in many |
}

11 acquisitions since 1950 which I think might ha're drawn very

12 severe problems under Section 7, the amanded Sectica 7 of ,

I

( 13 the Clayton Act. AndifIweretogointotheentirehistcryj

14 of the acquisition and climination of conpanics it *:ould

15 seem to me that just as this history might itself have been

1G judged as illegal --

17 CHAIR 3fMi RIGLER: But that's not the quentien.

18 It relates to shared monopolies, not the activitics of any

19 individual company, in acquiring compatitors '.tithin its

20 service area.

21 THE WITNESS: I think they were sharing it
.

I
'

.
22 tacitly by refraining f cm competing in cach other's corri-

(
? 23 tory. That seems to me to be shared. It's not shared in--

24 That's undarlying CAPCO anyway. But back in 1950 cr 1940,

25 the means of interconnectica, the great advantc.ges of

.

e
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i
!I interconnection and pool operation ucre not as great ar, theyeb9 ,

l^

2 are now, and underlying CIGCO is also, it seems to me tha !e

,e 3 same idea of not conpoting for customers of any sort in each {
(

'4 other's territory. I think they had that before CreCO, but
I

5 they didn't have the oporational and planning coordinction. |
,

*

6 Now right now it's extremely difficult uithcuc

7 that kind of coordination to get into,as an independcat or ;

-l

8 even as a municipal, to got into the electric power industry

9 in a particular region. |

2E 10 ,

t

I
ff ;

?

12 |

l 13 1

14
|

I15
I ,

,

16
.

17

18

19

20

/ 21

22'

-

,

,

1

N
,

1

(

25

1

.
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mmi 2F 1 So this question of charing has to be int 07. tat 2d

2 in that senso. When I agreed to tinat you caid, Mr. Riglar,^

3 that it is a collectiva monopoly, what I .a. cgracing tc. ic
a

.

( 4 that with respect to the power a:: change mark:st it 10 a

/ 5 collective monopoly and with racrect to tho who13ca10 cnd

6 retail markats, it in a r:onopoly of each concny within '

7 their respective territories which cnly c::icts bactuas thccc

0 companics refused to coupsta againct occh oth;r. Buh ev.ch

9 one of them has that. i.

'
'

10 12. REYNOLDS: Junt co thc rccord ic cle:tr, I

11 will withdraw the earlier question thct I left hanging that

12 the chairman had indicated might get us back into mattera we

( 13 had alroady e::cluded.

14 BY MR. REriOLDS:

15 0 On page 113 cf your testi:teny in your discuscion of

1G retail geographic markot boundarica of Toledo 2dison'a
,

L

97 service territory you state:

18 "This is a definite geographic a-ca of chout

19 2500 square miles centering around the City cf '2clodo

y as previously described."

Y u then go en to show Toledo Edizen's chara of21
.

~

retail sales in this area.22
~

My question is, what makes that arca a definite,. g

geographic area other titan the fact that Toledo 201ceng

serves it?3

.

_. - - - <. . _ . - ,% . #e m . *.-
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mm2 I A What makes anything a definito geographia area is

[' 2' finding out the bounda of it by cous particular way in t hich

3 you would defhio area.,

.

( 4 I can say this in its latitude and Icagl=da and

/ 5 these are where its transmission lines and ius dictributien

6 lincs and its generating plants are, and it cov.rs 2500

7 square miles. That is a dafinite gecgraphic crea.

O I didn't 'say that was nececcarily a geographic

9 market. That is where that co pany happens to e:: int.

10 0 What is the significance of the ure of the 1Lud

11 "definita?"

12 A Well I suppose tha only cignificnnco of that word

13 was there seems to be no doubt in anybody's rc d that if you
(

14 say what is it, that is it. Andapparentlyitmayhu1:ndunga

15 that I took cut of Moody's. I don't know, but --

16 CHAIRMAN RIGLER: Couldn't it juct ac casily hava

17 covered 2700 square miles, or 300 square tailes, or 41

18 communities instead of 477

tg THE WITNESS: Yes, I am cimply deceribing what

2o Toledo Edison is. And it is dofinite becauce thay d r.c a

21 map about it. .ThaO is all. I am not attributing any signifi -

22 cance to that,

w
/ 23 BY MR. REYNOLDS:

2 41 0 would you also characterize the area withia the

25 corporate limits of tha City of Toledo as a definito arca?

1. <

.- ~ .. -- -_ . - . - . -



-- _._ ~ ._ _ ___ - . . . __ _ - ._.

.

_ 6957
i

mm3 1 A of cource.
I,

(' 2 Q Dy the way tha city of Toledo io not in tha c.nnhar ! f;
i

'

3 of Toledo Edicon's servica crca, ic it? Ih in in the fcr |
'

,

.

I 4 northeast corner?

5 A That la right.*

.

6 Q Let's cuppoco Toledo Edicon cerved only within

7 the city of Toledo at retail, and that co etituted a rolttively,

8 small prtion of the 2500-cquare-mila aras you ralerrad to ac

9 the definite geographic aran.

10 Thon would it not be cor.m.act to cone'.udo tha".

''
11 Toledo Edison haa no monopoly poscr ch the rotnil Icval? |

1

12 MR. HELVDT 33RGER: That question ancmc to be
,

!

( - 13 hanging. -

\ -

t

' '

14 In what aroa?
I
i

15 BY MR. RI"?!70LDS:

IG Q In tha 2500 squaro mila aren.

A Do you maan if Toledo Edicen carved caly in 9217

2500 --18
.

19 { Q If it corved only within the City og TolaCd .

|
at retail.20

21 A Yes.
* <
. .

22 Q And --
.

%. . -

And what? |A.I 23 j
~. : I

Q And that wac only a small portion of thic ?.5C0- | |-
. ~ ~ ~ '

u
1

1

square-mile aren you referred to, then tha cg. cation is,'

25
1

1

a

-. -- --- . - - . ~ . . . .-.. . - _ .
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nun 4 1 would I not be correct in concluding that Tolado I:dicon

p 2 had no monopoly power ct the ratail level?

3 A Jell, no. It would depend upon what cica you four d

I 4 in that 2500 square miles outside of the City of Tclado, or I
,

i

.' 5 whether there were agroaments or not.

6 Suppose it were now all cerved by, let's cec, !

!
'

7 Ohio Power? Everything else thcro but Ohio Po.rar. And thoro

8 was an agreement bettuen Ohio power and Toledo Edison which
,

9 said, "You stay in Toledo, you ctay in the City of Tcledo only

to in those annexed areas of the city and all the rest of the

11 stuff is ours, - and all that is yours." j

12 Then it would seem to me that they would hava

13 monopoly in that area, in the Tolodo area.
(

14 Q In which area the City of Toledo araa?
i

|

A The City of Toledo, yes. ;
15

i

16 Q But not in the larger 2500 milos? |

A No, they wouldn't necessarily hava monopoly in17

18 the larger 2500-mile area. j

|
The question now, however, is what vould ha tha19

%

20 geographic market which is what I am interostad in. Wor.ld it
,

|
be fair to say that the City of Toledo itself is the gacgraphi:

21 ,

: f

market relevant in thic hearing or is it not?22

And then you go back to the cana dafinition, are. 3

the conditions such, factual, logal, conspiratorial ::hich t+culiy

r u uld not permit price influence?
25

G

!

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



-- - .. . . . . . _ _ . - _ . = . - - - . .... = -

G939

8an5 1 If thero uore prico influenco, i.e. thoro waren t

o 2 conspiratorial, thors woron't econcaic, thsre waran't
(

3 regulatory barriers, thereforo ovcry tir.o the City of Toledo
*

,

I 4 wanted to set municipal ratso, residential ratos, comercici

,- 5 rates or industrial rates and had to tako account of td.at

6 Ohio Power was doing and vice varsa, Ohio Pom r had to taka

7 account of what Toledo Edisen was doing,than tha geographic

8 market area would be that arca in uhich those prie:cc unro

9 mutually influenced.

8
10 Q Is Bowling Groon in Toledo Edison c ra". ail .v.rkot?

11 A I think so.

12 Q Does Toledo Edison servo any rctail custer.erc

,- 13 within the corporate limits of Bowling Green?
(

,

14 A I don't know.
,

15 Q Wouldn't that be important to know in defining

16 relovant retail markets?

A No, it wouldn't. I havo already given you the97

definition.;g

19 The City of Bowling Green had to tahs into c.cocunt

the influence of Toledo Edison, t#hethor Toledo Edison had20

a few customars in it, or no customars in it.
21 ,

.
~

Q Do you know that tihat is a fact?22
'

A That what is a fact?,. g

y' Q That Eowling Graan does tako into account Tclado

, Edison in setting ita -- in actting the Bowling Groen rete?g

:

-- ~ . - - ~ - - . - . - . . . . - - .
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1 A When you say, do I knor that in a fact, hcw enn
mm6

(O 2 I ever find out whether tha': was a fact?

3 I mean I don't kncu tchat the munici7al distrahuti.cn.
d

f 4 peoplo in running the City of Bowling Crcon's cyct a hata ct

3 their hands. I have made the judstent on the hacia of my*

.

6 experience that every municipal company hac to tah into

7 account the pricas of the investor-oc.ed utility in whoce

8 a_ma it exists and who can be considered as a potential

g customer or purchaser of thei municipal system.

10 Now I don't have to make any ctudios fi.=ther than

that.;j .

12 Q That is based on your experience whora, Dr. Zain? |

( 13 It is based on my e::perience in I-fichigan, bn320. enA

14 talking to people in California :mnicipal sys::aca, haced on

talking to people down at the public Utility Corniscio:. r:115

Ohio, and also paople in Alchame.
|16
i

Q Do you know if the Toledo Edison ratcc and 312 |97

3 wiing Green retas tand totrard equality?
18

A Y u mean their recidontial raten?19

Q Any of their rates.3

A Well Bowling Gracn is -- voll their retail rcuer..
21

CHAIRMAN' RIGLER: What do you rean by tend toward

,- equality?
'

g

BY MR. REYNOLDSs

Q Dr. Wein, what do you undarstand that turn to mean?

.. ..- . - . _ - _ . - .. - - .
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9

mm7 1 You have used it in your testimony'.

(' 2 A Yes. I 1:hink that cvar a period of tin.c yo :

3 are likely to fird that Bouling Grcen'c ratec vill be cither --.
,

I 4 will be fairly closo to Toledo Edicon's rates. .bd if there iz

'

5 a chango --'

6 CHAIRMAN RIGLER: Are they approaching pariti:?

7 THE WITNESS: Thay may approach parity, but they,

8 may not. There may be ccma differontial batucen ther.t.

9 But if there is a change in the directica ene way

to going up in Toledo's,there ic likely to bc a change in

11 Bowling Green insofar'as So,;1ing Grcen is reflecting very

12 much the same sorts of cost factors.

CHAIRMAN RIGLER: But doesn't tend tcward equality -

[ 13 .,
.

14 maan t. hey are always coming closer together ce thct tha

differential between the rates is always leoconing?
15

THE WITNESS: Well all other thinga equal, that in
16
'

what it would mean, yes.g7

CHAIRMAN RIGLER: But is that what you mean, then?
;3

THE WITNESS: Yes, this is what I would ;r.can '.ay [gg

20 tending toward equality.

BY MR. REYNOLDS:
21,

.

Q But you don't know in the Dowling Gracn citus. tionn ,

.

whether that is the caso or not, ic that cerroct?~
-

23

A No. I really don't !mou that.'

24

Q If Toledo Edison has no retcil custoncrG in Bouling
25

,

$

I
i

i

. . . . , . _ . . ~ . ._ , . - - - - . . - - - - - - - - - --
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I

mm8 1 Green, then Bowling Green would have 100 percent of the retcil |

2' market in f.e corporate limit:u of Souling Greca, isn;t th2t

t

3 cor:~ect? ;
. ,

,
~

I

( 4 A By definition, yes.

.- 5 0 And wouldn't that give Eowling Green =Onopoly pow:r

6 within the city limits? .

I

y A' No.

8 0 Why is that?

'
g A Decause they couldn't stray very far frcu th: rates

10 of Toledo Edison.
,,

11 Q How do you knou that?
.

; 12 A I think I have answored that a long time -- or

! -

j3 soveral times in this proceeding. I will anstrar it again. !,

\ l'

14 Municipal distribution nyctens ara in ec:ictenas

because thosa who have promoted them, and the citizens who
15

have voted on them believ5 that they will got at leact ac
,16
:

good sarvice at at least as good pricas as they cocid gat frcn j
g7

i

being served by an independent privata utility. It Uill inha j18

some patience for citizens to ccma up with if 'thatgg

Promise happens not to come about ln one year or t:o yearc. -

20
'

But the system would cer'tainly not curvivo vs.m.j
21

: ,

long as a municipal system if their rates wora o It of line with Iy
!,

the ratos of the utility. There is no reason for it to crict. i
'

,. ,g

S even though they had 100 percent of all the customera in'24

the City of Bowling Green, they couldn't stray verv far from theg
!

I
!

I i

.-.-.-.-a. - . . . . . . - - . -- - .
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mm9 1 rates which Toledo Edicon was charging for similar types of

O 2 customers and classes of custcmerc.
t j

3 Q Would you similarly fool that the Pit:nirn,

4

l 4 Municipal Electric Utility System hac no monopoly powcr over

.' 5 ratail electric sales in Pitcairn?

. G A Yes.

7 CHAIRMAN RIGLER: You t.tuld concede, vould yce

G not, that for any given ona-year paried they have a monopoly?

g I mean as of right now -
-

10 THE WI23ESS: No, I won't even ocnceda that :'l . Riglir

11 for this reason:
.

12 The essence of monopoly power is not thnt I happen

13 to have a customer and you don't. '2 hat ic not the ecsonce
(

14 of it.

15 The esserico of nonopoly power is that if I happcn

I

gg to have that cuatreer, I can charge cny prico I want. I ca |
t

insulated from any other influenco, so that I can charge hin
37

t#hatever the =vimum profits I can make, given the natura of
18

his demand and my supply. That is tha essence of it.
19

In the elec r,ic utility buci sac it is obvionclya
g

always, somebody is always connected to scr.o systen and so if
21

I had a towit in which there were two utility cc peniecg
(

-
'

serving, north of thic boundary it is systen one, z.nd couth of
23.

the boundary it is systen tso, now I could than say they havog

I monopoly in the north and thoy have monopoly in the couth,'

|
t

b

i
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an10 1 because the customers aren't going to change their lincc. ||
1

2 And then by going to the extrema, ycu finally gat | :|

i |

3 down--even if I had cystem A has Jones and nant door r.yctem |)
'

,

||

4 B has Smith and next door system D has cocothing cl3e, f
||
t*

5 then he has got a monopoly with racpect to Jonec, Smith and
'

i

i6 so on, which is absurd.
-

i .

t

7 The idea of monopoly power is tha chiniding, tha !
|

8 ability to 1:cpose a monopoly price if you so desire ac c. nono- !

9 polist where you don't have to taka into concidsratica any i

other influence.to

11 So I can have tha custeners, but I cay not even

12 within a year,' you see -- even within a year I nay changa

the pricas because Toledo 3dicon has ciw.ngcd the pricaa. Or( 33

I might raise it loca than I would have.g

ar >m. namCw s:
39

Q Well, on your logic then, would I ha correct dat
16

CEI does not have monopoly power in any municipality it serves |97

s atac y can ondemn s pr perty de ratca me Mc
18

high?
10

A No, I don't think that would follow.
3

O I"/ 21

A Well with respect totha Ci'ty of ClovcJ.and, I quasc .

; 22 !
s

~

it is the whole factual situacion. I don't knou whcther the-

city can condemn the rest of the City of Clovoland or not.

\
But even if it could condemn the rart of the City of

25

4
a
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---. - _ . . - . . . - --

6945
t

.11
1 Cleveland, the question is what would MELP do with the rost

of the City ,of Clevaland? It doesn't have th: capacity to

3 serve the City of Cleveland right now. It ic in very had,
,

( 4 financial condition so its condemnation in saying, chey, tre

5 condemn all of CEI's plants and distribution in the city of

0 Cleveland and sor::abody says, well that is fine, what are you

7 going to pay it with? You can't just condean withon: acquirir.J

8 and now you have to suppose the City of Cicveland a.a a

9 realistic teatter would go out to Wall Stroot and hira their

10 bond attorneys to get the money for them or na;rotiate tha

11 funds for them. *
.

12 And I think ona would have to liva in -- uall, one

13 would have to make a very serious recervation ahont that

14 possibility right now.

15 MR. SMITH: Do you know if :1cra is cuddicient

1G CEI generation located in the City to support th3 CEI load

17 in the City?

18 THE WITNESS: No, I don't think tharc is, as a

'

19 matter of fact. I am trying to think of -- oiloifjh within the (

20 City boundaries? I don't think there in enough to support that

21 even if they could acquire any and pay for it. They still,

,

22 would require additional po'for and they still would require

~

23 all the problems of how you get it without wheeling and no-

24 forth,

i

-

1

i

- -. - - . . .

e
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i

mm12 1 BY MR. REYNOLDS:

2 O So the Lake Shora plant within the --

3 A Yes, Lake Shore 13.
,

b 4 Q Do you know what the capacity of that plant i.s?

.' S A Well as I recall it wad 600,000 magavatts --

6 600 megawatts.

'

7 Q Do you know what the lond of CCI is in clavoland?

8 A The load of CEI in Cleveland is roughly, as I

g recall, a third of their total load. That is cubject to m3no?';r

to but somewhere in that magnitudo.

;; That is almost -- voll, it is over a 3000-megawatt

12 system.

i 13 Q In your tostimony, is not the throat of condemntica

14 the essence of what you havs te==ed potential conpatitlen?

A No. THat is an ingredient.15

16 MR. ELVIN SERGER: Can you point to --

MR. REYNOLDS: He has already answorod the question.37

THE WITNESS: I didn't finish ny ansvar.18
s

BY MR. REYNOLDS:39

20 Q You may continue.

A Thank you.
21

*

.

That is an ingredient. It is an ingredient in it.22

But by no means the only factor. In fact, if thara ucro not,= g.

all the other factors such as acessa to econen;ical plutr,
24

| t access to wheeling, complete coordination and no ca, that
25t

1

a

|
. - . . . . . ~ . . - . .. . - - . ---.
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mm13 1 'oecomes a very hollow throat. It requirec all thoca othar

m 2 things plus the existence of a possibility of tha municipals

3 getting together before that becomes a real thract.
,

.

4 Q What is potential competition then?i

5 A If you are asking ma tinat is potential ccnpatition,*
.

G I will --

7 Q What la potential conpatition in the cloctria

8 utility industry if we focus on the municipal cycter.s?

9 A Well I think I have explained that. It co.tci.ts

to of the folicwing ingredient 3:

11 One, the ability of municipalitica to get together

12 through some organization such as, for exangle, AIO Chic:

13 to get together for the purpoco of celling and generating

14 and transmitting powar to their municipal customora. Ic.d if

33 they had certain access to nuclear plant =, if they had accocc

16 to them on a plane of oquality as the other CAPc0 members, if

;7 they had wheeling, if they woro part -- if they engaged in

o"perational and planning coordination, they trould then to aogg

constitute a potential competitor, one with tha capability10

standing on the' edga of the market. And they ctand on tha20

edge of the market in the entiro CA?co area if t'c.cy hrza
21

.'
that.22 .,

'
l

.
And that is wh;)t I moan 1,7 calling that potential !,. g

<
.

competition.g

d 2F
25

:

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

'
! mpb1 I think if that vera given to then there
t 2G
!'' would be beneficial affecta evo.n if in fcot they navar
!
'

3
did go to the e:ctent of cere sort of a:: pan:'.cd Duchoys,

..

! 4
: operation. It would force tha other cc:apanian to nat
.

5 a limit prics, the limit price being the.t prica low.i
0

| enough so that this potential compatitiva entity neuld
.

r
| not necescarily como into being, but it would circa9/*

:
i 8 have, then, the influence.*

9 0 I believo you have indicated in /our dircat

; 10 testineny that this entity standing en the cdge of a
i

11 market must have a significant prcbability of entry to
4

12 be a potential competitor, is the.t corrac27

13 g yag,
,

14 MR. HELVIN BURGER: Could I cak for tha refsren00

15 please?
.

16 MR. RET. OLDS: Pago 143.

17 BY MR. REYNOLDS:j

18
,

G Would you de:'ine uhat you mean by significant
t

19 probabi,11ty of entry?,

,

: 20 A Yes.
I

!

21 Significant probability of cntry, obviously
.

ei
22 not characteri=cd by a number, 5 percent, 10 porcant,-

i

.i 23 50 percent, it's characterized by the c :isting cerap .aica
!-
d

; . 24 who ask themselves whether under thona conditicas do uc,

! 25 think that thero is thin chance for thic ecupany to ecce
'

.

4

.

... . -- . - - -%..-- *w,. - -e. ,. ~. .-
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i apb2 1 in. They set the numbara. For enample, they might sr /
i

2 one percent is significant for then becauca the loss if
(O

AP

3 they came in even using a one percent chance ic significant
.'

( 4 enough, substantial enough for them to loucr their prices,

5 try to prevent them frcm not ccuing in. Thuy might any
,,

I
i 6 it's five percent. In short, the margin of potential
l
I loss, if they did cena in, the 1.ower the probability no 167

he before an exicting catity vculd say it is a cignificant8

possibility.9

You see, if I'm going to lecc ton cents I'n
10

not going to worr/ about it but if I'm going to loua;;

rehenuesthatmightapproximnto$300nillionor?500uillion| 12

i
a year, even if it wero a one parcont chance, I might lover

13
, -

my rates.because one percent ofS500 cillica a vcar ic a
| 14
.

l significant amount of money.
! la
i

! S that's the nearact I can give to you. It's
16

I

not necessarily a particular number.g

0 "" Y " "
18

significant probability of entry in the forceeable future
39

what would constituto the forsceabic future in tcrms of*

20

the electric utility industry?
21

.'
A. Whatever the entities in that inJ.ustry think

22
s i
k-,! they can forsee. This seems to no to ha the casa. It's

-! 23
.

I perfectly clear that if they didn't viou this cort of
| 24

I( P **"*i"i * "F**iti " ^" *1 "ifi" "*' 3 u "'" '"#*'' * "#5
2s

.

_ _ _ . . _ _ . . , . _ . . _ . _ . . _ _ . .
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mpb3 1 why these proceedings are going around. It would coca

2 to me they would.say, Sure, you can have this, veu can

j 3 have that.
*1
I 4 There must be something they fear that in going

* 5 to be competition which they would rathcr not facc..

6 MR. REYNOLDS: I move to strike that responec,

7 Mr. Chairman.

8 CHAIR 21AN RIGLER: No, I think that Uas invited

9 by the question.

10 MR. REYNOLDS: It's highly speculative ac to
i

11 what these prcceedings -- as to what these proceedings
'

12 may or may not bear on --
i

f
- 13 CHAIRMAN RIGLER: But it related back to your-

{
! 14 question as to why he conside cd it significant and ho

15 was holding that out as one of the renscno why it :culd

16 be significant.

f 17 MR. REYNOLDS: My question vac uhat he coacidLrad

i
18 to ha the forseeable future.

I

19 Well, if ths Board has rulad, I'm not geing to

.

20 argue with the Chairnan. I think it in spaculative and

21 unresponsive to the quontion, but if I have lost cho ruling
*
.-

22 I'm not going to argue.

, 23 MR. SMITH: Dr. Wein, docs a potential c *1patitor*

!

; 24 outside the market evaluate the capacity that alrea9/

i
exists within a market in dstormining uhathsr hs cheuld Ij' 25

i
i

k
i
t

. . _ _ _ . ~ _ ~ _ . _ _ . ..____ _ . . ._._
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!
I
i apb4 1 enter?

'- 2 THE WITNESS: Yes, it does.

3 MR. SMITH: Would the addition of a sube nntial
q,

I

i 4 amount of additional capacity affect ths judp: cat of a
i
!

] 5 potential competitor?.

I

i 6 THE WITNESS: Yes, it would.
I

7 CHAIEMAN RIGLER: Is this a goed time fcr a

8 short break? Are you about to go on to a nau lino, M .

9 Reynolds?

10 MR. PSYNOLDS: No, but we can stop hora. That:s|

!

11 fine,*

i

i 12 CHAIRMAN RIGLER: Lct's do it,

h

! (-
13 (Recess.)

|
,

CHAIPlW1 RIGLER: Back on the record.| 14
i

15 BY MR. REYNOLDS:

! 16 G Dr. Wein, let me och you s:culd you cgrou cr
I

I
37 disagree with the proposition that if competitivo

,

|
alternatives available to custamors locatad in diff~~hent

| 78
f

19 areas are significantly different than the delineation of

*

20 several relevant geographic markets reficcting those
i
l differences is economically appropriate?
{ 21.

. .

I MR. BERGER: Can I have tha question rond bach,22
(

>
''

lP ease?23,

r

i (Whercupon, the Repcrter read frc n the record,y

as requested.)
25,

I

|
.

,

'
' ' = MM e w 6 -,4 m,, , ,
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1

mpb5 1 THE WITNESS: I have to have tlut bofero uc.
|

2| p. It's a very confusing question, g

: 3 CHAIFRIG RIGIER: Yes, do you 'nyc that Writtc.n.
,

,

i 4 out comewhere -- in 30:10 Way that von could givo it to

5 him?*

.,

6 MR. REYMOLDS: I don't understand the ccafusion. ,

f
a

'7 It sounded good to me all three times.

8 CHAIRMAN RIGLER: That's becauce 9;cu hava it

9 written out in front of you, I thinh.

10 MR. REYNOLDS: Lat me ask you thic:
:

11 BY MR. REYIl01DS:
t
i

12 (L If the alternative -- if the competitiva

13 alternatives are differ-nt in different arcas, let's acy

14 that the competitive alternativec to custcmars in C:.cve:.caf

15 are different than the ecmpetitive alternativen to

16 custc=ers in Painesville, for c::c:cpla. Uculd, then,
,

17 .the delineation of the relevant gecgraphic marketc ::o

18 reflect those differencca be economically appropriate?

19 MR. MELVIN DERGER: Are you talking retai,

i
20 custccers? |

21 MR. REYNOLDS: Yec.
.

-

22 THE WITNESS: You nenn if a retail custc ar

1 23 in Cleveland can bu'; 500 kilcuatt hourc at five cants a
i

24 kilowatt hour -- |
!

25 MR. ROYNCLDS: You havo to talk into the aihe, i
'

1
i -

1!

I

: ,

*
t

_ , . . _ - _ _ _ . _-. _ _ _ . . _ . _ _ _ _ . _
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mpb5 1 Dr. Wein, please.

. 2 THE WIEESS: If a custc:Or, a retail 0 ste m
__

3 in Cleveland could buy 300 kiloratt hours at five cents
..

4 a kilowntt hour and a retail cuttcnar ia Painerville wit'a'

5 the same characteristics could hw 500 mills at th:2a
*

.

6 cents a kilowatt hour?

7 BY MR. Rim!CLDS:

8 G No, it doesn't have anything to do with the

9 price.

10 A. You said retail cuctome.s buying electricity.

11 I don't know what elsa .could be involved asum ing that

12 the reliability was the cane.

13 g The competitivo altorantive eculd reinte to

14 the suppliers of power. If the crapetitive alternat:;us

15 to the city of Cleveland to the rota 1 caste.ner i:. hha

16 city of Cleveland differed from the ccmp;titivo

17 alternativos to the retail custc=ars in tha city c:1

18 Painesville, for excJaple,

gg A. You mean the city of fainesvills cc u

20 generating systen, had different cc:cpatitive alt =.thircs

21 than the city of Cleveland ac a generating, is that *.Qat
,
.

22 vou ruean?

? 23 0 That's right.

24 A now, what's the c;uestion?

25 g The quoction is, then, whether tho dolinaction

4

_ . . - _ . . . _ _ ,.
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mpb7 1 of relevant geographic markets to reficct thosa differucac
2 would be econonically appropriate?O

! '' 3 A You mean at retail, or at wholesalo, or what,
e

- 4 sir?

5 g At retail.
:;

, 6 A No, not necoscarfly at all. I netn a c apatitivoi

7 lternative to the city of Painesvillo, given its sina
8 generation and so on, night be different than tl.o cenpetitive
9 alternative to the city of Cleveland as a generator of

i 10 power. But then the question here 10 uhether tha influence
;

f 11 of the prices, whether there would be any influence on

12 the prices that the city of C1cvelend charged and the city
13 of Painesville. Thero may act be bscauce the city Of

(
14 Cleveland has got no ucy to reach the city of Painesville

15 and the city of Painesvilla han no way to reach the city
16 of Cleveland. I't still may have rcmo influence becanac

17 the citizens of Painesvillo might say, Ucw conc cur

la ratos are higher than the city of Clevelar.r2, althcugh

19 the citizens of the city of Cleveland night cay,I?cw

20 come our rates are higher than the city of Pain <rnille.

21 So just because the city of Painecville night, for z:arpla,
*

22 have an opportunity to buy coal, if that's whct th27 uce-.

t 23 somewhat cheaper than the city of Cleveltua.d, that would
*

, .

24 be a different comyctitive citernative but that's no

25 justification for saying that the retail nar::Otc ar:

i

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

m ,m e ''m'
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Epb8 1 different, that they shouldn't bo put in the same retail

2 market.p'

t

3 Q. Dr. Wein, lo:'c try it this uny:

i 4 If the retail custemors in the city of Cic.veland

.- 5 have as competitivo alternativos tha purchase of 90 12:

6 from HELP, the Municipal Electric Light Plant, ths cit /

7 of Cleveland, or frcm the Cleveland Electric Illrrdntting

8 Co:npany as their competitiva alternativos, cnd, en the

9 other hand in the city of Painesville the retail cuota.ncr3

10 of electric power in that nunicipality hac ac their

11 altu native only the purchase of power frou the municipal

12 sys*;em of the city of Painesvillo, uould you not than ,

I
f 13 agree that there are different ccepetitivo a'barnativo.~. !
V |

14 for the few municipalitics?

15 CHAIRMAN RIGLER: That questien doec*.'t go

16 because there is no coupctitive alternativo in the eity

j7 of Painesville, if that's their sole scurca.

18 E. REMOLDS: That's tha e la point, W .
,

19 Chairman, thank you. Thoroforo thcro are differcncas

20 because in one there is J. cc:spotitive alternativo and in

21 the other there is not. Tho answer chculd ha yes.
|

22 THE WITNESS: No, the ansuer is not yo?.
(
'

,. 23 Am I being asked the questien?

24 CHAIRMAN RIGLZR: Ycu are being a.hcd the

question.' 25

.

t

..e_m... .w-- ., ..m. --..~.u.s .n
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Epb9 1 THE WITNESS: Okay, and so I would liko ta

2 answer.m
L

3 The answer is not yes; the ansucr is no.
*

.

4 BY MR. PSYNOLDS: ;

1

/ 5 S' Okay, why ic it the competitiva alternr.tives |
I

6 are not different?

7 A .I have already c::plaincd to you the rearcnc

8 and why you would tche a geographic narhet. It hac to

9 do with the probicm of prico influence, t:hether cuo

10 takes into consideration the cotting of a price er it

11 does not take into consideration the Gottin.J of a price.

12 The city of Painonville, the people of tha

13 city of Painesville obviously can't tuy cnything other
,-

l
i

14 than from the city of p?ainesvilla. The city of Painesvillo3

15 when it's setting its ratcc it certainly has in mind CEI

16 and what its rates outside the city of Paino.::ville arc

17 going to be. And no I::anicipal system can surviva vor.7

18 long by setting raten that are very noch higher than ths

19 CEI, so it doesn't really mattor thOt this particular

20 citizen or the citizens in the tosin can got to CHI cracrrcw.

21 The people who run Painesville's distribution cycten
*
*

22 know that they can not survive by charging rates vary f2r

23 at variance for very long different frca that of CEI.,,

y 0 Do lyou know if C:CI can acrvo within the city

limits of Painesville?i 25
.

I

_ _. _ _ _ _ _ . _ . _ . _ . ._,
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1

mpb 10 1 MR. MELVIII B2RGZR: I think Dr. W2in may havo8

- 2 miscpoken the last ansvar. Phsrhapa no can have tha
1

3 Reporter read back the answor.
*i.

i 4 (Whereupon, the Reporter read fra1 the record
I

5 as requested.).

.

6 BY MR. R2Y!iOLDS:

i 7 S Dr. Hein, I asked if you know if CEI could

8 serve within the city li. nits of Pcinesville.

9 A Within the city limita?

10 G Yes.

11 A I don't know whether they can or not.

f 12 .. ,4 Do you kncv that --- were ycu avara that

! 13 Pitcairn's rates ha/c consistently bsen higher'~dE:T' -

(
l -

| 14 Duquesne Light's ratoa at retail for man /, T,any year:.:?

f 15 A No, I didn't know that.

, 2G 16
,

17 *

i

! 18

i

i 19
; -

J

20
,

!

!
! 21

.t
* ,

22
.

l
i

e t
i-

3

t
i 25'
,

6

|
4
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2H ebl ! Q Do you see any difference, Dr. Wein, in the actual
,

}
.m

2 or the potential competitiva alternativas availabla to a g
i

,. 3 community whose present power supplier has a franchise set !

4 to expire in three yearc as opposed to a ccm:aunity in which

~

5 g the power supplier holds a perpetual franchise?* -
.. _

6 A Read the question, please.'

|
1
- 7 (Whereupon, the Reporter raad from the raccrd

8 as requested.)-
.

l
.

9 THE WITNESS: Uell, I suppose the hypothesic

10 assumes " perpetual franchises" mean never. That se2ms to

11 me very unlikely but in any case, supposing there were cuch

12 a thing as never, sure, as the potential time they unntien ,

i

( 13 here moves closer, obviously the guy whcse franchisc is going '

14 to end in three. years is going to be constrained to do a

15 little more to make sure that he gets another franchise

16 than the supplier who has a perpectual because what that means

17 is if there is such a thing as perpetual, which mecns that

18 the city cculdn't even build its own distribution and dcpli-
,

| cate within the city, which I don't think it means, but that' agg

20 an alternative. If his rates were that had then tha city

23 - might decide to duplicate within the city and build.,

22 So that's nu: bcr one.
;

*

23 Number tuo, if his rates were so bad and if this-

24 were widely practiced throughout the territory of thic ccmpany
l-

25 in the areas in which there ucro perpattal fr:nchicca zo
1

|

t 1
!

- . . - -. - - . _ - -. - . .-
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I;
,

t

! l
' eb2 1 that in fact a nice brief could be made showing that there j ;

; -

f the supplier has perpatual franchises his ratos cra 30 |2

.f 3 percent higher than where he has limite::~r.orm franchissa
ip
I 4 for the same kinds of clauses of customers, conditions and

.

! l
1-

5 so forth, it would seem to me that that wocid lead probably ,

i

6 to such political unrest and legislation which might & cwty
,

!

7 with perpetual franchiscs.
t

8 So as a matter of fact and as a practical que.-

9 tion, I would suppose that even if comabody had a per g tual

to franchise, say a privato utility within the city, it would,

11 because of all these other forces which bear en potentici |

|
12 competition be constrained anyw::.y to set its prican nc a very -

13 much different from where he had a three-year franchise or |

'
14 a five-year franchise or a perpetual franchise.

15 It would seem to me that the compctitive influancas

16 would be operating just as well and probably just as

17 effectively. 'Ihe IOU's, you know, are not devoid of pclitical;
i

18 common sense. j

!

19 BY MR. RE'INOLDS :

20 Q Am I correct, based on your prior tactinony, that 1

i 21 you have not made any analysis of the relativa retail rates

( 22 charged by each of the CAPCO companies cnd by the municipal
.
'

23 and cooperative utilities within the CCT7

|

[ 2, A In the sence of an analysis, no, I did not go down
,

i
,

s

and analyze the different contracts. I' ve loc.'ced at sc.ac! 25
|

I

i
!

- _ _ _ . . __ _ _ . . .__ _ . _ .
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eb3 1 of the contracts. Even within the sama service tarritory
1
<

.-

2 of a company there may be little differencsc and the i:: Jus- |
3.. trial rates are so comple:t I can't understand than on yay.

i p
' 4 Q Did you make any studies of the cost of tranz-

!
e

*j 5 porting electric energy frcm Clevaland to Pittsburgh?

6 A No, I could not make such a study. Insofar 2: I
1

!
7 know, nobody has. But I can tell you that it's prebeL17'

8 very little, based on my Alabama c: perience.

9 CHAIRMAN RIGLER: Look, he asked you a question

10 that could have been answered Yes or No. Lat'c answer it

11 Yes or No.

12 THE WITNESS: No, I did not nche such a study.

( 13 BY HR. REYNOLDS:

'
14 0 If the cost of transmitting pcuer frcm Cleveland

15 to Pittsburgh were significant or large in proportion ta
,

i

16 the value, would you say that Pittsburgh and Clevoland are !
s

17 in different geographic markets?

18 MR. MILVIN BERGER: For what product, Mr. E ynolds?.

19 BY MR. REYNOLCS:

20 Q Electric power, retail sales of electric pc'.rer.

21 A You mean if I were a company in Pittchurgh and I,.

,/ 22 wanted to sell something in Cleveland at retail, that I had

23 a load?*

24 Q All right, and the transmission ces were signi-
i

25 ficant.!

L

1

. _ _ . .,_ _ . _ _ . ._ ___ __ _ _ _ . , _ _ . . . _ _ _ . .
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Ieb4 J A Significant means significant enough for m so
n

2 that I'm nce ccmpetitive in my re tail salca? Is that Sithin

3
,. your hypothesis?

4
Q If they wara significant enough so you waren't

*

5.
competitive in your retail sales would you nay that would

6- put Pittsburgh and Claveland in differeat geographic marke':c?
I7 A Yes, if that were the cace, if there were no
|

8 influence.

9 Q And if it were not significant enough so that,

t

,' to you could be competitive would they then be in the sama
9

| 11 geographic market?
?
I

12 A I didn't finish my answer, so befora you an,:| 3.o
i

I ( ~ 13 another question let ce finish the answer te the first one. -

1

i 14 The answer to-- The fircu auestion was if t
|

! -

i
15 producer in Pittsburgh, becauce of transmission costs :einyi

!
-

j 16 so high , could not pess:.bly compete for a load in

17 Cleveland ? Dien if he had his own transmiscion er aven if ha i

13 could wheel and get permisaicn to wheel it, the transmiscicn

19 losses would be so great compared to the delivery that hu

20 would not be in the Cleveland carket with power fren

21 Pittsburgh.

22 That's the answer. He would net have v.my cor.-
*

23 petitive influence. Of course that flies in the face of the*

,- 24 facts.
(

25 CHAIP1CN P.IGLEF.: Mou]dn' t you have to take into

.

- . . . - . . . + . - ,an-- --en+~ -,-.__e - . + - - - . . . - . - - - . - --
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1eb5 account the relative cost of prcducing the pouer in Clevelend ,
-

t

2 or Pittsburgh?

3.= THE WITNESS: I'm assuming that they arc equal

4
i companies with equal generation and so on, yes. Cf course
l

*f 5 that would be the case.
! t

ij 6 3y na, ngynoLrs:

:

! 7 0 I think there's another question pending. I had

8 asked you whether in the event the cost of transmitting the

9 power was not so significant as to make the prica unco:apeti-

10 tiva with -- make the price in Pittsburgh unccupatitive with

11 the price in Cleveland, in that circumstance would you say

12 that Pittaburgh and Cleveland uere in the sane geographic

!
(. 13 market? ;

14 MR. MELVIN 3ERGER: Are you assuming that there

1
15 are no other factors to be considered, Mr. Reynolds, such }

16 as laws?

17 MR. REYNOLDS: Assuming exactly what vs: assumed I

18 when he answered if they were significant he would not put

19 them in the market. And I'm asking now, assuming if it were

20 not significant would he then put them in tha same geo-

21 graphic markot?,
,

22 THE WITNESS: Well, lot no --
i

'

23 MR. HELVIM DERCER: Without concidering any other -d'

24 MR. REYNOLDS: On the same assumpticas as the first

25 one.

,I

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

eb6 t TiiE WITNESS: The assumptions I'm making in the |

2 first one are pretty obvious. One, all othar things are

3
,. equal; that is to say there is no differenca in generation;

( 4? there is no regulatory banns;there is no difference in any-

. 5 ting except transmission. That's the question.

i -

6; The second que stion is trancuission in significant
t
i

! 7 enough so that the guy in Pittsburgh says Ho, if I go und

}
' 9 compete there my profits are too 1cw. I'm not gcing to
!

9 compete. IIe's out.

10 Now if they were insignificant, one, no regula-

11 tory problems, two, everything else was tha same, yea, if

12 there were no conspiracy not to do oc, if they could get

13 into the market, if thera were no regulatory berriers, then
7

14 the producer in Pittsburgh could, because under those

15 hypotheses they have ccmpatitive costc; procumably there's

16 a market which could go one way or P.he other, so it is not

17 tied up by one company ra:her than the other, and in thau

18 case if they were minded to compete they would be in the stme

19 market.

20 CHAIRMAN RIGLER: Off the record.

21 (Discussion off the record.).

r

22 CHAIM4AH RIGLER: On the record,

i 23 BY MR. REYNOLDS:

24 0 on the bottem of page 112 and oter at the tcp of
i

25 page 113 of your direct testir.ony you refer to Mr. Jenos as
,

i

i

|
1

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

eb7 1 being a captive residential custoner of whatev2r utility i

2 system he happens to be hooked into which-- Ycur a:::mple

3,. would be whatever utility system distributos into Toledo,

' 4 in this case Toledo Edison.
'

5 Dr. Wein, would the Mr. Jones who lives in-

6 Bowling Green be any less a captiva custor.er of Bceling

7 Green's municipal system?

8 A No.
.

9 Q Is any Mr. Jones who might be a custcmer of a

10 cooperative member cf Euckeye any less a captive custc:ter

11 of that co-op than !tr. Jones is of Toleda?

12 A Well, I suppose there it would depend en hev

I 13 close l'a . Jones was to the linas of, say, Ohio Edison

14 compared to how close Mr. Jonas was to the particular cis-

15 tribution entity there. And if Mr. Jcnes cuid Chay, I'll

16 go off pcwor because I've got some altarnative gancratcrs

17 anyway which I can use for 90 days; I'll do that, in that

18 sense he is not as much a captive.

2H 3A fis 19

20
:

21

!

.

24
l,
.

1

_ __ _ _ . . _ - -.
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3A mmi 1 O In your retail market discussion on page 121,

O 2 lines 1 to 3, you state:

3 "Nav transmic3 ion added by Ohio Edison in
--

,

tp i
- 4 1973, e::cluding a largo expensivo 133 kv line in

,- 5 3ast Akron, cost $52,325 per mile of line."

6 Than you proceed to apply fhis figure to your

y exemple and state:

8 "An SGM attempting to reach a 10 million

9 kilowatt hour load ten miles distant would thus

10 engago inanoutlayontheorderofh300,000."
-. 1

'

11 Are you presenting this as a realistic ennaple?

A No. Not having any infor:2ntion chout any SGr:.' cn |12

simD1y saying, well'pracumably if they want to do thtt tac:.' :( 13
,

w uldn't put in 138 kv linas; they'd prebnbly put in loc:;14

than thct. I don't knon what they would put in,15

So that is simply a method to giva you a ror.ch16

order of magnitudo.
|97

!O D y u knou what voltage transnission lines ;ms
18

added by Ohio Edison for $52,325 a nilo?
19

A If you get me the Form 12 I could mc'cc c c.21mtl tien,.0
,,

i
te

!I don't commit to memory all the stuff in it. I can c?.rtain.'.y
21

find it in the Form 12.g

!Q Would you expect it to be 69 kilevolts?,. 3

A They had a whole bunch of things in the ''or.'. i.2.
(,

g

It wasn't just -- it van co many milas, 1.2 of something.g

1

.

b

,, ... . . ..w.--- - - . _ _ . .-
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mm2 And then 3.4 or something else and so on. It was that, it
3

p 2 was a whole bunch of differsnt voltages.

0 What capacity do you think would be required to3
,,

( sarva a 10 million kilowatt hour industrial load?4

,- _ A You mean of line?
o .

Q Right.6

A Well it would depend upcn -- well, it is caly ten
7

miles. It w uld not be very high, lat me put it that uay. Ita

w uld depend upon lots of other conditions that wc have to
9

asBume.

Q Let me ask you this:g

W uld 5000 hours on the average per kilowatt over
12

a year, at a capacity factor of 60 percent be ranzenchic for
i., 13

an industrial cuctcmar?

MR. MELVDi BERG 33: Objection.

I think Dr. Woin indicated it would depend on a

lot of different factors, and Mr. Reynolds is indicating juct

one.
13

NR. REYNOLDS: I thought ho indicated vos.
19

-

BY MR. REYNOLDS:
20

Q Do you have any probicm with indicating that
,

that would be reasonabla?
22

A For industrial customers it might be reasonable..

23*

I
It depends on the industrial customsr. Soso of thrn night !

!
not be roasonable. It vould depend upon the nature of the

25

- . - . - . . . . - - - .-
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mm3 1 industrial customer, but I want to sea what follous next. It

^

2 could be reasonable, yes.

3 0 10 million kilo:ntt hours is a pretty small..
4 industrial customsr, isn't it?

.

'

5 A Yes.-

G Q And at 5000 hours that 10 million hilowatt hourc

7 would give you a peak load of about 2000 kilountta, wouldn't

8 it?

g A Yes.

10 Q Which would be a 2 megawatt de:aand?

11 A (Nodding affirmatively.)

12 It would be r_oro expensive ths.n that if it varo

an industrial customer, b3cance the power factor would cena
13

into account. And an industrial custcmcr which is using a14

lot of machanical equipment for example, it would ha more
15

expensive than, cay, an ind2strial customer that una using
16

electricity in an electric furnaca ehere it was a question od
37

generating heat.
18

MR. RE7NOLDS: Cbuld I hr.ve that v.0;mr read '.aack
19

please?20
|

(WherauPon the raporter road from the record cs
21

requested.)
| 3
1 e

BY IEt. REYNOLDS:| .

t 23*

|
'

O What do you maan by power factor?

''
A Well, that is a fairly ccmplicated thing. I a:a not

.

in-e.cm sseesp.es=+-u a410- m - ===es easyon e- *. - * * **'e-*N-e='*- - * - * * * - + * * * + " -
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mm4 1 sure I could explain it very well.

m 2
r Dut in effect, when you have customers who ara

3 using electricity for driving large motors, for c::ar.plc 7 you,
,

4 get leads and lines in the alternating current which req 2 ire

.- 5 more equipment. To adjust for that and act.:. ally the customors

6 are taking more power than you actually charge for, and as a

7 consequence you have an adjustment depending upon the natura

8 of that particular pcwer factor.

9 Uhen I said a 2000 magavatt lead would be mora

10 expensive for an industrial customor, I had in mind the.

11 alternative, say a 2000 msgawatt lead which vac primarily

12 going to residences and things of that sort where you didn't

13 have large mechanical motors to turn. THat is all I had in

14 mind.

15 Q 2 megawatt, not 2000?

16 A 2 megawatts,

17 0 Do you have any idea what the capacity of a 10--mila

18 69-kilovolt transmission line is?

19 A A 10-mils, 69?

20 Q Right.

21 A How many megawatts could it handle, do you mean?
.'

22 0 Right.

/ 23 A Wall I guess it uould depend en how that 69-lino

24 was tied into the rest of the system and what richc you

'

25 wanted to take and things of that nature. ,

;

1
;

I

. _. _ _ _ _ , . _ _ _ ~. _.I
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mm5 1 Q Will you accept roughly 50 megcustta?
I

2 A Well it depends on -- again it could he 50 megawatt!3,'

3 it could be higher, it could he icecer. It uculd d:pand u;on.

(~
1

-

4 all the surrounding ciretmetances as to how in waa tiad into

J 5 transmission, what the nature of tha surrounding netuo.e was,

6 what risks you wanted to take, thinga of thct naturo.

7 It could handle 50 megauatts. Undsr souc

8 conditions it might be dangerous to put 50 mege. watts on.

9 0 Well would it surprise you that building 50 :cega-

10 watts of trancmission capacity to servo s. 2 magawatt load

11 would seem relatively e::pensivo?

12 1m. MELVIN BERGER: I am going to object to

13 continued questioning en this. I thii: the reference to |

14 Dr. Wein's testimony, as in dLeated in that tactimony 10. th?t

15 this is only a very rough exampic of what he had in mind or

16 what he wanted to illustrato. And I think ccntinued ;

i

17 questioning on the details of this is just a vaste of tima {
l
.

13 and serves no treaningful purpose.

19 CHAIRMAN RIGLER: I am inclined to agrae with that

20 objection.

21 Do you have some conclusory question as to uhare
.'

22 you think you would be at the and of the liner t

|
t 23 MR. REYNOLDS: Fell I guess I cn trying to sh:w

|
1

24 just how rough it is. The testimony is presented as I
|
f

'
'

25 understand it, to make son.e. point that it would be tremendously
!
;
4

1,
S
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mm6 1 expensive for self-genarating municipalitic to attempt to

('' 2 build a line of this distanca e.nd this capacity to sorco a

3 customer. It is ha cd cn, admittedly, rough figures., ,

( I What wa'are trying to demonstrate is c:cactly what,

.- 5 if we take those figures, us come out with.

6 CHAIRMAN RIGLER: Well framo it into a conclusion

7 if you want, but I don't think it is profitable to con:inue

8 to work on figures.

9 BY MR. REYNOLDS:

10 Q What, Dr. Wein, would ha your vicu as to the

11 cost of that line if -- strike that question.

12 Have you nade any analysis as to uhat the cc:rtc

13 of that line vould look like relative to the revonne that i

14 could be obtained from a 50-megavatt customer at tho end of

15 the line?

16 A Well, you know, if there were a 50-ncgnwatt -

17 customar --

18 CHAIRMAN RIGL3R Ycs or no. Have you maca the

19 analysis?

20 THE WITNESS: Nc, that is not r.y a?. ample.

21 If it were 50 megawatts nultiplied by 3000 hours
. , .

22 it is going to be a heck of a lot nore than 10 million.

; 23 So why should I make an analycia.

24 BY MR. REY 210LDS:
. .

(
'

25 0 Let me ask you, Dr. Wein, whac is tha acureo of

,

!

. - _ . - -.___ . _ _ . . . _ . - . . _ ._
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.

1 Ic7 the information on page 121 where you conclude it would

2(^~' require 500,000 investment in transmissicn to serve a le millica

3 kilowatt load 10 miles distanec?..
b 4 A The. source is, as I have already stated in tLe

.- 5 testimony, I took something about what it cost for a mix i

i
G of different transmission. As I say, this is very rough,

7 but so is the other assump':. ions. I uns going to maks 3 mills '

8 against 12 mills, and things of that s, ort. It is equally

.

9 rough.

10 All I am trying to show is that in general when

11 you have such small loads like 10 million kilowatt hour:r,

12 and you have to go out 10 niles, it raicas a financial

13 question as to whether it is worth doing it or not doing it.
I

14 Small SGMs are generally not that voll hoolet. .

:

i

15 O Let me ask you this: I
i

16 Do you know if you can build a 12 kilovcit plant

17 to serve that load profitably? |
i

10 MR. MELVIN 3ERGER: Objection.

10 I think this is going into datails that are

20 unnecessary.

21 CHAIRMAN RIGLER: I am going to sustain the
.

22 objection in that it far exceeds'the scope of the dircou.
( I

23 He has indicated that he gave you a rough examplo; he has*
.

24 indicated how he arrived at that rough examplo and trying

(
'

25 ' to convert that into a specific set of facts just in pointicas

!

I

~ __ _
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mm8 i So go on to comathing also, plecco.

(' 2 BY MR. REniOLD3: j

3 0 You daw the con:1usion from your c:m2plo that it
..

(' 4 is illustrativa of the financial difficulty of 3GIc in

attempting to capture private londo other than those on.- 5

the fringes of the corporato limita.6 ,

lCan you give us any e:: ample of SQis in tho
j7

lCAPCO service area that have attempbed to reach custenarcg

beyond the corporata limits, but have bcon fruntrated by,
a

financial difficulty? !10

MR. MELVIN DERG3R: Can I have that question road
|g

back' #

12
|

THE WITNESS: Wil I think actually, H2L? 13 |13t ;
.

probably the best c:camplo. They have bocn frustrated by |

financial difficulties in lots of ways.

CHAIRMAli RIGLER: Has one of those ways baen :

the inability to extend their lines to capturo new custczors? !I
i

THE WITNESS: I think so. I think they have bee::
I'18

frustrated in that way.
19

!
BY MR. REYNOLDS: !

Q And what is the basis for that answer?
.

A- I can't pin it down on a specific document. 3nt '

,

that is my recolleculon. That is one of the things,
t* 23 :
3

. that was frustrating them was that they couldn t got a lot i

'
of tho industrials which arc in their corporato limita. They

25 i

|
:
f

| |

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

:mn9 i didn't have either the power to get then er the transmis sion !
e

f 2 to serve them. And a graa: part of their difficulty ie

fhancial.o
~.

a

( ~ Q Is that your understanding, becauco :: hay cculdn't I4
i

finance an e:: tension of their transmission facilitiee? '.' 5

G A That, and othcr things. ,
:

Financialdifficultics6.cn'tonlygototransmissicn!.7
.

I
They go to raany other things. j8

|
Q Let me ask ycu, Dr. Wein, what rate studios Iavn !9

!

y u made to determine thac there is, as you indicate on
10

page 123, a classical prico aqucoce structurc for the CAPCO j;;

e mpanios? !
12 !

.

'
MR. MELVIN 3ERGER: I think I will object te

13 -

( \
that' question. '

g

# ""* *' #u Y #" #*

15

* "" ** " **Y ** *
16

MR. REYNCLDS: If that is the anstor, ha can

I*
18

* '#19

rate studies did you make --

MR. REYUOLDS: That is correct. i21'

-I*

MR. MELVIN BERGER: -- rather r.han did you uske
22

any.e
23*

iTHE WITNESS: Well, as my tes* Nony pointa out,
24.-

1'. I am relying on Mr. Kampmeier's e::a:aination.

!
b

-- . . _ . - - - - .-
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I

j um10 1 - Secondly, it is not necccsiry to make a study |

[ 2 to say that a cidssical price squeeza structuro existe.

3 All you have to know is that a supplior is alac your..

( 4 competitor at a particular level. And if ycu got your ratos

.' 5 from him at wholesale and c.ttempt to compete with hin for

*

6 some part of the retail market, you have got a classical

7 price aqueese structure particularly if the competitor,in

g this case the entity buying power at wholesale, h s no.

other alternativos.g..j
10 That doesn't require a study. That simply require . '

knowing the facts that says that is a clascical price squeazag;

structure. Kampmeier says he thinks it is taking pla.cc12 ,

by his study of the rates.
13

7

0 And you are relying solely en Mr. Ka:tpzcycr's --14

A As to the actual conduct. ITot as to the effect
15

that it is a classical price squec:a suructure.
16

The important point of that is coaing they have
7

g t the power on the basis of the market structure.
18

end 3A,9

20

21 |,
.

.

24
1,

25

!

|
|
|

_ _ _ _ _ _ _ . _ _
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mpbl 1 0 In the e::istance of that structura inconcl.ctant
3B

2 with the antitruct laws in your view?

3 MR. MELVIN BERGI:R: Objection, I think that
4 .

|(s
4 calls for a 1cgal conclusion.

5 CHAIMIAN RIGLER: Ovecruled...

6 THE ITITNESS: I'm not curo that it's illegal

7 to have a price aqueozo structure. I vould say that 1"

'

8 you had a price squeo::e structura you then have cart:;in

9 power in a particular markst arca. If that pcwcr is

to substantial, cubatantial enough to be vicwed ce violative

i

| 11 of the antitrust laws then even without the crercica of

12 the power given in that structure perhaps it night ba
l

| 13 shown to be violativo.
1

i(
t

14 Now, if you have the ctructure you have ti.e I\

e

I
i 15 power,by hypothesis you have no other cite: natives am.d

1

jg if in fact you uco it then I'm certainly absoluhaly,

!
(

! 17 certain about that being violativo and I'm not at all
!

!. 18 sure that even if you didn't u=o it, buh in the currcunding
-,

39 situation this was ono ingredient of a largo probien of
1

20 mcnopoly. In other words, it wasn't only this particular

! situation but in a particular market area you had 9321
| .

'I percent of the production and generaticn -- I mean :' o
'

22i
i

r !

| ,i C 23 transmission and dictribution cnd in addition you also
I
j y had thia kind of narhet structura, I think that woul...

t.

( simply ha an ther fact involved.25

i

!
i :

.

-. .-- - - - , -. .
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Epb2 ! So to summaris:c, if you use it, yes, it
p

. 2 violates the antitruct laws. If you don't use it bui-
*

_

3 it e::icts, than you would have Icarhm power cne. then ycu
.'

4 would have to go to the e:: tent or the degree of nar.' cat

,- 5 power.

6 BY MR. REYNOLDS:

7 S Dr. Wein, as I understand it, you have dalineated

8 five separate relevant wholesale markots, one correcronding

9 precisely to the service territory of cach CAPCO manicr,

10 is that correct?

11 L Yes.

12 0 And am I also correct that in the Alabr.a j
i

13 Power proceeding you defined the relevant wholesala

14 market ac being identical in scope with Alabama Porar's

15 service territory?
i

16 MR. HELVDI BERGER: Objecticn. irrelevant..

17 CHAIRMNT RIGLER: I'm corry, I didn % hc r the

13 question.
.

jg (Whereupon, the Reportar read from the rettord

20 as requested.)

21 CEAIRMAN RIGLER: Irrelevant i . Which r.ar' et?
'

,

22 liR. REYNOLDS: Wholcsalo narket.

b,, CHAIP2JLN RIGLER: Overruled.23,.

24 THE UITNESS: Yes.

/
' BY MR. REYNOLDS:25

_ _ . , _ . _ _ . _ _- - _ . . .
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mpb3 1 0 And in tha censmners Power caso did ycu nico

2 defina the relevant wholesale market as having the cc:2c

3 ocope as Consumers territory?
,

.

4 A Yes.

.- 5 MR MELVIN BERGER: Sama objcction.

6 CHAIIU1AN RIGLER: Cverruind.

7 BY MR. REYNOLDS:

8 G Dr. Hein, could you tall un what circe:artancca,

9 if any, you would require in order to find the relevant

10 wholesale market not coincident with ths carvice territory

11 of the major utility under study?

12 A Exactly the sama circu: stances that I del .noated

13 for the same question with respect to tha retail raarhet.

(- 14 G You'll have to refresh my recollecticn on

that.15
.

MR. MELVIN BERCER: Is that a gnostion? j16
!

- MR. REYNOLDS: Yes.37

MR. MELVIH BERGER: I uculd object to the
18

gg question as having been asked and answered.

20 MR. REYNCLDS: The question has not been nshed

and answered. The witness has caid ac much.21
'

,

THE WITESS: I gave you tho ans'.mr. Uhe annuer22

b. was exactly the came circunstances as I deliacated to the
23j

sa.e question with respect to the retail market. jy

( CsAI m u RIctER: and etm nr. aevnolda ucued i
,, ,

1.

..-. --. __- . . . . . - .
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.

i mpb4 1 to have his recollection refreshed and that will be helpful
i

; p 2
: .

to the Board, too.

3 THE WITIESS: Hell, the bacic idca is the
.-

{ 4 influence of wholesalo prices not by one entity en tila

,. 5 wholesale pricca sct by another entity.

6 CHAIIULAN RIGL2R: Okay.

7 BT MR. REYNOLDS:
,

8 0 Do you knew if that takes pleca any;;he rc :.n the
4

i
'

9 United States in the electric utility industry?

10 A What takes place?

11 G The influence of the wholasalo prices of cna

12 on the wholesale prices of another?

13 A Yes, there was a lot of testimony by A.E.C.
L

14 and by other municipais in Alabama that they certianly

15 took into acccunt what Alabama Power Ccmp ny va; chn:rging

16 at wholesale and there was also testimony that Alch- ta=

17 Power Company was quita concerned abcut the wholoc:la

18 rates charged by A.E.C., for ons::tple.

19 0 In terms of -- I'm corry, I didn't folleu you |

20 in terms of what the municipalitics were going to ch::rge

21 at wholesale.
'
,

22 A What A.G.C. Was going to charge at wholc.:zale.
i

'

23 MR. MELVIN 3ERGER: Maybe we could gOt Dr. Toin.

24 to define what A.C.C. is.

k THE W.".T11ESS: Alabama Electric Cooperativa, a25

,

~ ~ . - . . . - - - - . - . -. ... . _ _ . _ , , , , , , , _ ,
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mpb5 1 generating company which calla power at uholocc.lc to

( 2 cooperativo distribution members.

3 BY MR. REYNOLDS:
.-

|b 4 G So then Buckeye vould he a wholocale m:trhot

|
.' 5 in this procacding, is that correct?

|
6 A Buckoyo ic a ccmpany. What do you mean Euchevo

7 is a wholocale market?
.

8 6 Well, is it in a uholesale market, a caparato
!

c wholesale markot?
,

to A An I trica to indicata in my testimony, it's
!

; 11 very hard to know where, in terms of tha data that I had
!

i
12 to know where to put the different rural electric

4

13 cooporative distributors in the CAOCO area. C1carlr, |
'

! ( ,

acme of them are and scac of them t.ro not and to the c=t>mt14

that the rural electric cocperativo diutributors exiat
.

15
'

i
in CAPCO markets, they do. There ara ncnc in CEi, but j16

I
thora are certainly come in Toledo Edicon'c arca and

37

there are coao in Ohic Edicon'c aren.
"

'

gg

G Why wouldn't they constituta a separata
19

unolocale market in the sama way ac A.E.C.?204

t

MR. HJELH72LT: Objection.
21,

'
.

CHAIRMAN RICLZR: I don't beliava he tactified22
e

'' that A.E.C. constitutad a coparate wholocale market.,. 23

Did you?
24i

I

TEE UITNESS: No..

25
i
i

i

. - . . - - . - - . .- .
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I

gb6 1 BY MR. REYNOLDS:.

!

p 2 0 All right, why wouldn't the cooperativec of

.,
Euckeye be a separate wholocale market in the crms uay3

4 as each of the CAPCO ccmpt.nies constitutes a separata

.| 5 wholesale n rket?*

I

6 A. For the same reasons I'.t trying to cuplain again.
;
1

i 7 A distributor who is a mc=bar of Buckcyc Pcol is got':ing

8 wholesale power from a Ccmpany called Euchaye, hich is

9 producing that wholesale power outside the C.VCO aren

.
10 and in Ohio Ccmpany's Cardinal Plant that power is baing
'

|
.

-

11 wheeled to all theso distributors over the lincc of'

12 independent or investor-owned utilitisc. I

13 Now, seso of those distributcrc cxist in CAPCO,

i 14 individual CAPCO Ccapany territory and they are in the

i

! 15 individual CMCO Company territory and insofar as tha/

16 are solling at rotail they are in that particular atail

17 territory of that particular CA9CO Ccapany. Inccfar

18 as they are buying wholanale pouc:- frem Bucke.yc, which ;.

19 is in Ohio Power's territory, they are -- tb. y're not

20 sel' ling. Each of the distributors are not ceiling, sucheya

.| 21 is selling and Buckeys is not in the CASCO Ccapany j
-| ,

22 territory and Buckeys has very littla influence ove.r |
i

t
t

,. ! 23 the prices at wholesala uhich either chio Edison ia colling i
i

24 to a municipality or Chio Edicon is selling to anybocy

else at wholesalo.25

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



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

|i i

| 1 6931 |
|

'
I

'

:

l
!

! sb7 i G Then why aren't they a asparate narhat? t' hey
,

I

!O 2 cre buying 'holocale, aren't they? Each of the distributon:
i

3 is hisving wholesalo and they ara buying it in the c;e.e
1.,

*! t
i
; 4 market that, for exanplo, let's cay Ohio Edicon in b';.yinc,

'.

i
:

5 power at wholesale.-

I
! 6 L The distributors are in the CMCO territelv
:
!

| 7 if they happen to be in the CMCO territory as retc.il

I
j 3 - sellers of electricity. New the question is : chat ic .

I

! 9 the wholesale market? They are buying at wholesale,
t

to aren't they? {

l
I

11 0 That's right.
,

I
'

s

12 A And they are buying at uholesale fron Euchcre, |
1

i

' (_ 13 right?

14 g Right.

L And if a C 2C0 distributor happens to be in
15

.

a Buckeye territory -- I rt.ean in Ohio Edicon territory
16

i

then the question no cck curselvco is this:
17

i

Do the prices at which thcy buy powar fron rich ya, j;

| 18 !

are they influenced by the pricca at which Ohic Edicen can )19

cell power and the answar is ves, 2 thinh chio Edisca.,! 20

that the prices at which they buy is influenced by the
21

pricas which Ohio Edicen vould cell uholesale penar. Chio
22

t
Edison is trying to detach cess and in ny ta51c:3 I trun/ 23

some ccti: nates of what I thought the Euchay.3 chr a of
24,

\
theca markets are and I put them in ti:e wirkets, if I recall

25

i ..

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

f correctly.
|

2 MR. MELVIN 3ERGER: I believe in the beginning
,

,,

,-f 3 of Dr. Wein's answer he may have m3.scpoxe agaAn Lien

i (-! 4 he referred to CAPCO distributors. Perhaps we can huve

.t
*' 5 that read? !

6 CHAIRMAN RIGLER: What did you mean by the CAPCO

7 distributors?

8 THE WIT!iESS: Well, I'm not sure in the content
|

9 of my answer. We had batter read it over.

10 ! (ifhereupon, the Reporter road from the record
I

| 11 as requested.) f
f

12 THE WITNESS: That should he "if a Euchoyu

13 distributor happens to be ...."

14 CHAIRMAN RIGLER: We'll take a rococa at this

15 ttne.

.
16 (Recess.)

t

| 3B 17

18

19

I 20

21

22
,

(-
.

24
(

| B
l
I
i

. - - . _ _. __ . _ . . _ . __
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3C ebl 1 CHAITCtAM RIGLER: On the reccrd.
O
s 2 BY 11R. REYNOLLS:

t.' 3 Q Iet ne ask you, Dr. Wain, if Buckeye distribators
'

4 are not permitted to buy at wholesale fren any other
*

.

5 suppliers by the terms of their menbership contrac:n vicn
6 Buckeye, wouldn't that put them in a separate wholesale

7 market for which other wholesale suppliers cannot compete?

8 A 'No,it doesn't put them in a different geographical
1

9 market and it doesn't put then in a different product market.
10 The only question here is whether Ohio Edison can capture

11 a Buckeye customer, a particular co-op in its area. It may

12 not be possibic for them to capture this company for a

( 13 particular number of years, or this rural electric dist.':1-

14 butor.
1

15 Q I can't hear a word you're saying.

16 A I say it may not be possible to capture this one
i

17 because there is a long-term contract-

18 But the major consideration again is whether the

I19 price which Buckeye is charging that distributor reflects
|
?

20 the competitive influence of Ohio Edison and if it dcen, then
*

21 it is in that particular narket.-

22 Q Do you kncy whether or not it does?
,

23 A Well, again it is my opinion that it does.

24 Q Is Ohio Edison in its pricing of wholesale pcwor

25 influenced by the price that Chio Po ter sella whole. sale power?

_ __ _ _ . .
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eb2 I A Well, I have argued that it is not.

O 2 O And what's the basis for that?s

3 A It's in my testimony, and perhaps I can go through.-
( 4 it.

~

5 .You're talking about uholesale power; is the.t
~

6 right? !

7 0 Right.

8 A I'll go through that.

9 Q Can you give me an answer as to why it is ycu

10 think that Ohio Powcr's wholesale prices do not influence

11 the pricing of wholesale power by Chio Edison?

12 MR. MELVIN BERGER: I holieve Dr. Usin is giving

( 13 Mr. Reynolds his answer.

14 THE WITNESS: All right.

15 On page 131, in answer to Question 57, where I'm trs~

16 ing to apply the principles which determine the re.7avant

17 geographic market -- and I made various distincti ?ns there

18 between the captive wholesale market and the independant

19 wholesale market. [

20 And I pointed out that the captiva wholesale

; 21 market is about 95 percent, and I said ne captive wholesale

22 market for firm power of a CAPCC company is open to captura

23 by another CAPCO company, and I give the reasons thero.*

24 Then, skipping down, I'm saying:
(

25 "lience, ct least 95 percent of the tetc1

- .- . . - . . . -- ...
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i
-eb3 I wholesale market is not subject to competitica of I

[ |2 CAPCO ccmpanies with each okhcr. For the sa.no .

3.. reasons, no captiva wholesala market is subject ec
. .
-

.

penetration by any other privato utility cuch as*

*
* 5 Ohio Power, for example. The only compatitien

,

6 that remains for wholocale for resale firn pcwor

7 is the non-captive component, i.e. , about fivo

6 percent of the total. The questien which remainn

9 is whether evon' tho' most figorous competition by.

10 the whole set of possible competitors for these

11 markets under present practices and structure of

12 the electric industry could be of such importanca

( 13 that it would influence the rates in the total

to wholesale for resale market, forcing each CAPCO

15 company to lower its implied rates to its dis-

18 tribution facilities. Given the present size of

17 these markets, such an eventuality is remota.

18 " Suppose: (a) Ohio Peuer wac deter ~

19 mined to capture all of Ohio Edisen's 20 shclasalc

20 for resale custcmera by rate ccmpatition and (b)

g 21 was willing, in order to do so, tc build trann-
3

22 mission and subtransmission to reach them whr.re

*
23 necessary; (c) that the Chio Pcwer Siting Cecrnic-

r 24 sion would give approval to thosa ne.1 transmission
(

25 lines. The possibility of all these conditienc
!

s

_. __~ ___ - _ . ~ . . - _. .__ - __
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.

ob4 1 cbtaining is itself very low. But suppcse they did
i

2 obtain, and Ohio Edison icwered itc raucc to all ~

3
its 20 wholesale customers to meet Ohio ?cwer ccm -..

4 petition.
'

' 5 "Even if Chio Power gained no Ohio
6 Edison ncncaptive wholosala custcrers, Ohio Fewer

7 would certainly be a company with adequate recources
8 on the edge of the noncaptive wholesalo market.

t
9 But how could this influence Ohio 1;discn to change

10 inplied wholecale rates in its vastly greater
11 wholesale market? It would only do this if the

/ 12 subsequent retail ratec at which thesc ncncaptiva
3

( 13 wholesale customers resold at retail uculd be so
14 low as to result in the towns, villay.s and citie:-;
15 in which Ohio Edison holds franchises to protest
16 to PUCO the retail rates at which Ohio Edison sold
17 retail pcuer in their areas.

18 "In short, the leveraga of Ohio Pouer

19 on Ohio Edison to changa its captive narket whole~

29 sale rates dependo on w1 ether Ohio Power (che

,. 21 largest utility in Ohio) has so graat a cost
22 advantage over Ohio Edisen that nolesale ratas

#
23 which it offered and which Chio Edison t.ct would
24 permit such a large reduction by the mimicipalitiba

25 in their retail rates that yardstick compOtihicn

4

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

um
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i
eb5 1 would compel chio Edison to lower its rates, o- I

:.

2 be compelled by PUC0 to do so upon protost by !

!

3 Chio Edison's franchisors," {..

t

'- 4 Then I give you a table. |

o' 5 "It further indicates that thera ara

|6 significant. "
. . . ;

1

7 And so on.

8 "Another reason militating againct Chic

9 Power of fering entremely low ratas in thht Ohio

10 Power could not engage in such rigorous competiticn

11 which would cause Ohio Edison to louer its retail
!
i

12 rates as well as its wholesalo rates withcut having
.

;

(' 13 the same dire ccnsequences of yardstick competi-
t

14 tion rrohounding on it. This considarction, in

15 addition to possible ideolcgical views (public '

i

16 versus privata power) helps to explain the agrae- ;
e
!

17 ments, understandings or policies nct to serve

18 wholesale customers in each other's service araca

19 involving Ohio Edison and Ohio Power, Ohio Ediacn

20 and CEI, Ohio Power and Toledo Edison, and

g 21 Toledo Edison and Consmaers Power.

22 "In short, under present conditionc, nc

'

23 competition from private compcnies outsida a CA?CO'

1'

24 company service area for ncncaptive wholasale cus-
7

25 .tonars exists; or if it does, it is not of sufficient

i

. - . . . , - - - ~ ~ - -- . ,- . - - - + - .-- . - -.
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t

eb6 1 intensity 'to influence a C32Co companv to revise I

!
^

.,

2 its captive wholesala rates and thus e::tond the
!

3 relevant geographic market bayend the limits of..

-- 4 the retail geographic marke t. "
~

* 5 That's my answer to that question, cred it involved

6 Ohio Power a::plicitly and Ohio Ediscn, el:d I don't think I

7 can improve en it.
I
i

8 DY MR. FEYNOLDS: {
I

9 Q Let me ask you, Dr. Wein, you make reference to q

10 captive market wholesale rates. ifnat is a captive raarket j

?

11 wholesale rate? !
i

12 A I said an implied wholesale rate, f
t
I

13 Q I believo you say at tha top of 134:
|(

14 "In short, the leverage of Chic Fower

15 on Ohio Edison to change its captivo market wholc-
|

'16 sale rates. . . "
.

17 A Well, if you road the distinction bafora that,

18 the wholesale rates ara implied rate.s as I distinguished

19 and explained. A co:cpany such as Chio Edison must ;erform

20 the wholasale functicn anyway, just as any other company

/ 21 must, and it has a cost for so doing. And it is that i.2plie,3

22 rate.

*

23 If you go to tho answer.3 to the Attorney General's

.- 24 report you will see that they give different levolc of costs
(

25 at the bus bar and dcwn in effect to the uholacale level
i

1

1-

___ __ .. _ _ . . _ _ _ _ . _ - __ _. - _
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;

f eb7 at which they defined it, and that is a cost. So they have
I

2
a cost which is taken into censideration in sotting the

.
; 3.t retail rates which they themselves control. That is in
I( 4'

; effect the wholesale, the captive wholosale rate.

5 0 And is the cost the sama as the rato?

6 A Is the cost the same as the rate? !!o, but the

7 rato is some function of the cost I suppose.

8 0 Are theso implied wholesale raten filed?

8 A I've already told you that implied wholesale rates

10 are not filed, but whether they'ro filed or not makes no

11 difference to the argument.

'

12 O Le t's remove the captive wholesale sa.'.as from

( 13 the wholesale market for a ninuto. In those circum.st: recs

Id can you tell me what percentage of the wholesale market of

15 Chio Edison and Toledo Edison would constitute municipt.1

16 systems and what percentage would constitute cooperatives?

17 MR. HELVIM BERGER: Could I have that quaction

18 read back, please?

19 (Whereupon, the Raporter read from the record

20 as requested.)

21 BY MR. REYNOLDS:y

22 O Let me clarify. What percentage would constitute

23 sales by investcr-owned utilities to municipais and whet

24 percentage would constituto sales by Duckeyo to coccerativac?

25 A Well, I tried to make a rough estima e of that.

.

.w, - . . . . . . . *%2.
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eb8 1 If you looh at Table 4 on page 76, I guean, I couldn't--
|

; 2 When I made this tablo, though I tried, I couldn't get the l

3 total amount that each of the co-op distributors had. in cach,.

4 of the CAPCO areas.
t

*

5 Now the co-op distributors would only be in Ohio*

G Edison and in Toledo Edison. They would not be in CEI or

7 Duquesne or Ohio Pouer. But I couldn't put them down by the

8 total amounts so I combined thera r.nd I made a rough estiv. ate

9 just on the basis of looking to see where the headquarters |

10 of the co-op distribution company was, and putting the sales

11 in - putting that co-op in 'that particular CAPCO ccupany's !

12 territory.
!

( 13 Now the co-op may have had its headquartor; in

14 Ohio Edison but sort of uandered over maybe into Tolcdc

15 Edison. I had no way of knowing. But in c.ny case I've made

I

aroughestimatethattheyhad790nillionkwhandthemuni'aj16

17 who are very small-- I'm trying to look at these numbers.

18 Q That figure is municipalities celling to other

19 municipalities , isn' t' iti?

20 A Yes. I'm trying to look at-- You mean the 790?

21 0 No, the 3.5.,.

22 A No, that's not the right figura.

.' 23 I have to go back to the other and lech.

24 They're rcughly about equal en my guess. They're

25 both very small.
|

. - . . , . - . . .
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eb9 1 Q What's roughly equal?

I
2 A The CAPCO's and tha nuni' a, if I undaratand your |

.

' 3 questien.-
.

4 0 You maan the co-ops and the mur.i8 s?
*

5 A I maan the co-opu and the muni's.

6 O So you're saying tha cales to the CAPCO muni's

7 is approximately equal to the sales by Bucheye to its co-ops?

8 A Hall, I'm not sure I'm saying that. I have to- .

9 puule out those numbers and sco what they do moan.

10 Uhat I was saying I thought was that Duckeyc's |
!

11 co-ops who happen to be in Ohio Edican or Toledo Edicen's !

!

12 territory, that amount of powar which is sold is temanhare i

I

( 13 in the same order of magnitudo as the enount which la sold
|

14 by Ohio Edison and Toledo to all its nuni's.
t

|*

15 Now I sort of have to puzzic through these numbers

16 to see whether that's renconably close.

17 Q I'm sorry, I didn't hear that.

I
18 A I say I havo to puzzle through those nitiere to '

19 see if it's reasonably close.

20 Q But if the numbers born it cut what you're suggest-
i

/ 21 ing is that Toledo Edison and Ohio Edisen have about one-half {
l

22 of the ncncaptive wholesale sales market?

*
23 A Yes. Those figures would be about right if they're

24 noncaptive but they're so small, a difference cither way

25 could make a~ big shift in s.he perc:entage.

_ . . _ . . . _ . _ _ . - ,__. . _ . _ _ . . . _ . . . . . . _
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ebl0 1 0 So Buckeye would have a significent parcant:ge

2 of the nonccptive wholesale acrhet?

3 A I think that would be right. Cartainly Eu:heye
*

.

k 4 has a significant percentage.

.' 5 Q So if we vera just to loch at the ncncaptivc

6 wholesalo market, Ohio Power then might tc c' ole to influence
a

y the prices, the wholesale prices in that market that ucre

8 charged by Ohio Edison or Toledo Edison. Is that not right?

9 !!R. !!ELVIN BERGER: Objection. I don't believe

to he testified the noncaptive is a market - noncaptive uhole-

sale is a market.11

12 BY !!R. REYNOLDS:

g3 0 Well, let me ask you, Dr. Woir , vould you argge::t

14 that the noncaptive wholesale sales woul not ccastitute a
1

separate market?15

A Yes, indeed. The whole nature of my testimeny16

is that it doesn't. It surprises me very much that you do not97

understand that.18

19 0 well, let's assume that that was a sopurcte market.

20 , Let's assume that this Board were to find. that the ncncaptive

wholesale sales constituted a separata mcrket. Would not,
21

in those cirew. stances, the wholesale prices of Ohio Feder22

influence the price that Toledo Edicon or Chio Edison vouldj g

charge in that market, or would you not c::pecu that to be,y
-(

the case?

4

.

4.r.. -se. . . . , - - - _.w.. --s.. -. -.
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ebil 1 A Suppose that the Board found that the noncaptivo
_

2 wholesale market is a separate narket? Ckay?

3 0 That's correct.
.

(. 4 A What's the next part of the question?

*
5 O The question is whether or nct you would then.

6 expect that the wholesale prices that Ohio Pcwor charged

7 would have an influence en the wholesale pricas of Ohio

e Edison and Toledo Edison in that market? .

9 A No, I don't see how that folleus. I just raad a

10 whole argument which scid it vould not folleu.

11 Q Isn't that what you say on 130 and 131 as tc the

12 noncaptive wholesale market?

13 A Let me see if that's what I say.

14 (Pause.)

15 Where did I say what?

16 Q I'm sorry, 131 and 132.

A You mean the stuff I just read?37

18 Q Yes.

gg A And what is it that I said thsre?

20 0 Let me ask you what you maant by this statsnant,

Dr. Wein. Look at 133, dcwn 12 lines from the botter, the21

22 sentence that reads:

23 "Even if Ohio Power gainad no Ohio'
.

y Edison noncaptive wholesale custoners, Chio Power
,

(

25 would certainly be a company with ediqucte resourc es

i

. - - - . . - - . . . - . - - .- -
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cbl2 1 on the edge of the noncaptive wholosale market.'
'

2 What do you mean by that?

3 A Exactly what I --,.

4 O Doesn't that indicate it would be. an influsnca
' 5 on the noncaptive w1olesale market, on the prices that Ohio.

6 Power -- I mean Ohio Edison would charge?

7 A Well, yes. What it's saying is that if they did

8
, all the thinga which I said they were going to do, a, b,

9 and c, and they really wanted to and they lofared their

10 rates in the nonccptive, then they would be you sec.

11 aut whether this Board found that thsy wera

12 separate markets or not is irrelevant to the question of

,' 13 whether they would really influence it.

14 CHAIm+:AN RIGLER: Would they have to do a, b, and
i

15 c --

16 THE WITNESS: Yes.

17 CHAIIMAN RIGLER: -- in order to influence that

18 market?

| 19 THE WITNESS: Yes. It seems to me that all those-
1

| 20 CHAIR 1AN RIGLER: But you testified on odmr
1

21 aspects that the mere presenca of a potential competiter,
,

- 22 with the ability to do a, b, or c would have an influence

'

23 within that mattket.<.

!C 24
i

25

. _ . _ . . . - _ _ _ _ _ .__ _ _ _ . _ _
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s 1

!
3D mmi 1 TIIE WITNESS: (A) says they wich to capture tho

[' 2 markats, and they would undar certain conditions. i

3 (B) cays they cre willing to build transmission

I and subtransmicsion to do that.4
.

.' 5 (C) says the Ohio Power Siting Commission would

6 give them all this.

7 Ncw if the Ohio Powor Siting Co=niccion will not

8 give them this then it doesn't matter what they would like |
!

g to do, that is the first condition. j
!

10 Secondly, they might stand there, but if the cost

gj of transmission and subtransmission to reach all these

12 were too expensivo, they wouldn't do it.

/ 13 So it gets down to saying in this particular

14 state, in this particular situation, a substantial competitor

i
15 standing on the edge of the markot would have to meat thace -

three conditions.IG

CHAIRMAN RIGLER: And you are saying the only |;7

t

13 reason why it is not regarded as a potential ecmpetitor is |

19 because of the improbability of being able to moet choce

conditions in the State of Ohlo?20

THE WITNESS: Yes, the improbability.21
.

22 But'now I go on, because .you sce,this

discussion is in the light of the whole wholoacle markot, not.- 23

24 s lely that part of it which is known as the noncaptiva.

(
N w if that were the case and we were to forgan25

1
- . .. -. ~ .-. , . . . -
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; about the captive wholesale market, if these threa conditionsmm2

i 2 were met, it would seem to :te that they would be c.n inflaence^

i
-

i

c 3 n the prices of the wholecale. But then -- j

( CHAIRMAN RIGLER: And wouldn't that in turn4

'

influence the competition for the captive wholesale'-

5

customers?6 .

THE WITNESS: P5ccicely.7

Then I go back and say, well even if thic happoned8-

it would seem like it was a substantial competitor en the adge9

f the market. But then when you take tha rohound of that,10

g. namely if Ohio Edison did it,thay would then be stuch in their i

own retail markot and in their own wholecale r.arkets.2i

9*" "# " "#* "* 7 "' *
( 13

'

sito of it, the likelihood of thic aver coming to paas isg

remote. That is essentially my argument, that it just j
15

;

doesn't pay for Ohio Edison or Ohio Power to go and kncc::.

off five of Ohio Edison's wholesalo customers if, in dciIg

,that, it leads them to have serious problems in a much

vaster structure, which they are concarned with.
g

And the same thing, of cource, would hold fcr

Ohio Edison.
| 21

Now I have seen some doc".unts which wora civen
22 '

.- to me which I just saw, just a r. % $, or a couple of treeks.

ago when they were sent to me, unich seemad to ma just to

(
- indicate this sort of thing taking place between Ohio Pcuer and

25

1
.

S .4. ,, , ,mm . . , - - -%m.
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an3 1 Ohio Edison.

r
( 2 Nov I wish I had had the documents uhen I wrote i

!

.- 3 the testimony, but I did not have those documents.

4 BY MR. REYNOLDS:

*

5 0 Are you indicating tlatcompetition botucen Ohio

6 Power and Ohio Edison is not a practical thing?

7 Is that what you arc stating?

8 A That is not what I am stating.

9 It may be a very practical thing if they would

to do it.

jj Q Do you know if Ohio power has transmicsion linas ;

!
'

12 across Ohio Edison's service tsrritory? j

i

( 13 A Yes, it does. i
i

14 0 What about across Toledo Edison's territory?
|
|

15 A It has some there, too.

16 0 Do you know how Ohio Power's wholest.le rates

17 compare with Ohio Edison's wholesale rates? |

iA Well I gave a little table, and of course theca18 g

I

jg are not really the comparisons of tha rate structures becauso
|
!
'

20 I really don't know whether they are e:cotly the same
,

customers,
.* 21

r p, But Table 5 will show you what they ar.: in tarns

i*

3 .of the average ravenue per kwh. It is a very rough indication j-

,

y of rates which you would have to get by c:cmining contrace-

!

by-contract and things of that nature, j25
!
6

l~
:
8

. - - - . __ . . _ _ . . _ _ . _ . .-
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mm4 But all in all it seems that Ohio Power is
y

r ughly about 10 percent in uhe last yasr -- in '73 which2

was the last data I had, roughly about 10 percent higher than
3

..

( Chio Power.4

' * '
5*

of difficulty understanding why Duquesne is a potential conpati -

6

tor and influences the market in Pitcairn, where it has no
7

franchise to serve customers. But on the other hand Ohiog

' '
9

its lines criss-cross with those of Chio Edison.
10

t
THE WITNESS: Well, let ne put it to you this way.

Duquesne has --

CHAIRMAN RIGLER: That is the way I raad your
t., 13

testimony. Is that right?

THE WITNESS: Yes.
15

Duquesne must be chla to influenso in Pitca:. n
'

because --
17

CHAIRMAN RIGLER: Because you said at Ecma point

the voters will react, and despite the fact they have a

franchise that exists right now, that that franchise is going

to.'be sensitive to the rates being charged and the competitive
; 21

pres 5ures being offered by Duquesne.
22

THE WITNESS: Yes..

23*

CHAIRMAN RIGLER: Now you tell no that. Ohio Edison
24

en the other hand does not roupond to these c:.ma pressures,
25 ,

|
;

.

I.

- _- - -. - .- ..
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1

r.n5 when your Table 5 indicates that there is a rate differaatial 4

( 2 i
of almost 10 percent. !

-

3..
t

~- THE. WITNESS: Yoc. And I think the reasona for--

(
4 |

that is that in the first place, Ohio Powar cnd Ohio Edison !
-

I
'

5-

'do not, simply because they refuse to engage in competition
I

6 :
with esch other., do not capture cach-other's customerc. .

.
. ,

7
And therefore Ohio Edison decan't have to respond to the j

8'
lower rates of Ohio Power. It is in effect Condition (A).

9 MR. SMITH: What was that you scid?

10
THE WITNESS: That that was in offcct Condition (M .

11 BY MR. REYNOLDS: |
12 5

Q Why is 'it that Ohio Edison and Ohio Povar wculd
,

( 13 not engage in competition with each other?

A I think you would have to ask them, but I think |
I#

:

|
15 they don't wish to, as it wers, cpoil the market. This in a

M comraon reason.

17 Why should they, that is the point. They cach

18 have their territories, they don't want to engage in

19 rate wars. The only . consequence of that is that their rates ,

i

20 would go down for all of them, so why should thev do it? !
|

Monopolists are very happy to cona to s;aicnb'a I| 21

i'
,, .

agreements with respect to markets and sharos. '-

23 CHAIPP.AN RIGLER: If Ohio Edison and Ohio Power ,

i
24 '

were being aggressive competitors would they influsnce the,

25 wholesale rate 'schedulos of each other?
I

i

t

!.

. . . .. - .. - - . - . . . . .
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I THE WITNESS: Yes. I think if they ucre aggrassivam6 'N.

'^ N'
2 competitors they would influence their wholesala rata cciEcdulesi x

3 and also influence their retail rate schedules which ir a;,.
.

4 heck of a lot mora important.
'

5 BY MR. REYNOLDS:
'

6 Q Looking at Table 5 for a minute on 124, do you say

7 that the prices of Ohio Edison, Ohio Powar and Toledo Edison

8 do or do not tend toward equality as you use that term oa

9 page ol10 f your testimony?

10 A Well if you look at 1969, the differantial ic 4

11 percent; in 1970 it is no different at all; in 1971 Ohio
P

12 Power goes up by roughly 6; in 1972 Ohio Power is 4 percent

13 higher; in 1973 Ohio Edison is 10 percent higher than Ohio

14 Power, so you get a swing between those two companies.

15 If you look at Toledo Edison there deecn't scam

16 to be any tendency to equality at all, they are always

17 higher.

18 If you look at Dayton Power & Light you soo cuite

19 a difference.

20 If you look at Columbus and Southern, they ara

; 21 lower than everybody, and yet they are operating right n at
.

22 to Ohio Power.
| .

23 If you look at Cincinnatti Gas and Electric, they~

24 -are higher than everybcdy, and yet they are not far from --,

(

25 0 What about Toledo Edison and Ohio Edison?

.

-- + ---ww- ~ mm- --ne~ w - - - . . - -
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Imm7 A Toledo Edison and Ohio Edison?

2 )g y,,,
i

i

..
3 A well, Toledo Edison in 1969 is about |.

f 4 7 percent higher; in 1970 it is about 9 percent; in 1971 it
1

5 is 11 percent higher; and in 1972 it is about 10 percent I
'

.

|
6 higher; and in 1973 it is about 9 percent higher or 8 percant. I

l

7 NOw that does not seem to me to be much tandency.
-

|
8 I think this really shows - you must bear in mind |,,

1

9' the caveat that I have that those are just avorcge reve2uas
!

10' per kwh of wholesale municipal total requirement cuctomrs !
!
'

11 and you would have to look at the mte structure to ces

12 really whether they were tending to equality.

13 But I think this shows they don't tend to..

14 equality. There are differences between the two companies i

|.

'

15 which persist, particularly between Toledo and Ohio Edicon;

16 between Toledo and Ohio Power and for the others there. There

17 just seems nothing of this nature. You couldn't got Columbus :
i

10 and Southern to be charging those ratas if the other follow:

10 were responding to Columbus and Southern.

20 You couldn't get Dayton and Cincinnati. as high

21 as they are and yet they abut on the territories of co:tc.
,

22 of the companies there, Columbus and Southern.
*

23 Q Did you look at the rates of these cenamnies?--

24 A Which companios?
i'

25 Q The wholesale rates.

I
I

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



- . - . - - - . . - . - . _ _ _ _._.n..-- .-

7002

zcm3 I A Of which ones? .

I
!2 Q The oces that wara cet forth on 5. t

;.

3 A
.

I look 4 at ecmo of the Toledo and I looked at !

(~ 4 some of the Ohi* m, . son. I did not look at ctybody 0130's.

S,- That is all I had, actually. *
'

i
i

6' And there are, icu know, vithin Toledo Edison j

i
7 you get a municipal wholesale rate which will look pretty

8 uniform within Toledo's torritory. But even within 'foledo

9 there are slight differoncos and they ara scr.owhat different .

|
1to than Ohio.

11 Q You say there are differencoa in the wholesals
,

12' rate within Toledo Edison's territory?
!

113 A Yes. If you look at the individual wholecals
| t

i14- contracts you will find so:no slight differences fro: municipali.
!15' to municipal.
J

'

16 Q Are you talking about differencas between partial
'

17 requirements and full requirements? !
I

10 A That is one of the differsncoc, yes.

f

10 Q Are there any other differences? I
'

1

20 A Well I would have to go through the contracto end,

21 look at them.
;

_ 22 Q- Nell you indicated there were other differences. I
i

23 Do you know of any?

24 A I said -- I just said uith roepect to tha partial, !
,

25 there certainly are differences.

|
,

|
l .

|

.. - - - _ - . . - - - - - . - . . -- .~ 1
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l-

Egn9 1 Now you are asking me tiith respect to those., j

!
' 2' where they are full requiromants and I said I would hava to i

3 go through and look. I don't memorize rate schodules in my ;.- ib, 4. head. '

s, ;.

*
.

G

|

c- i

9

to

11

12

13
-{

i
14 I

i
15

|
|

e

16 f

17 '

!3 i
i
i

iC
I

20

21
a>

22
i
j

23-
.

24

25

.

-em--- ..m..- ..%.,.%.. ~ . . . . . .. ,. .

n ~



__....__a- ,. ___._ ___ - . _ ___ . ._ ._ .. . -._. . _ . . _ . . .

7004

'
mpbl I G In your view, Dr. Main, in defining relavant

32
(- 2 wholesala market does the fact that Zucha';c is outcid.e --

3 that the Buckeye generation in outside the CAFCC a::ox
.

I 4 have any bearing en whether the cc-ops who receive..n.tr
i

!5 are included or e::cluded from the market?,

.

6 A. Really it doesn't mctter where the ganaration ic.

7 It could be in Timbuktu if you had transticcion ELat wac

3 capable of transporting power there,

9 G And would that be trua of any othar generating

10 source that trancmitted power into the ClJCO crea, wholesala

I t' power?

12 A. Would what be true?

13 g That they would he included in the narhch

14 notuithstanding the fact that the generation una out:-ide

15 the market?

16 A What is being included in the whciccale n rhet

17 are the wholesale distributors uno happen to be in the

IS CAPCO territory's carhats. That's what'c haing inclr.dv3.

19 B And they could recoive their pcwer frcu

20 anywhere?

21 A. Yes, insofar as its rolc'.'anco ca uhsthcV TS

;

. 22 take a particular arca for a wholocalo market. Ohvioucly,

'

23 practically they couldn't receive pctier frc:a any.1hera.,
.

24 ,G Why do .you not includa in */onr anal;rii , 'Br.J

25 Wein, a captive retail narkot?
.

. - . - .e , w.. -*'n. ..m g . .
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mpb3 1 A Yes, I think so insofar as mL9 in a generating

2 company and performs a wholecala function and a rvcall,

(

3 function.
.

(' 4 % And would th't also be true of the wholoc?.la

5 market in Pitcairn?..

6 A I'm'not so sure about Pitcairn, it's co r.:aall

7 that I'm not suro that I would say thut Pitcai:m is

8 anything but a snall distribution syster. of a very ent11

9 amount when it had generation. Pitcairn is much tco canll

to for this distinction to have much sence.

11 0 Do you consider the retail area so:ved by t:1e

12 Applicant to be subject to active on going wholanale

13 competition?

k
14 A. Do I considor the rotail areas --

15 Q Served by the Applicants to ho subject 1.o

16 active ongoing wholesale competition?

17 1. I'm not sure that I get that craestien.

I

18 Do you mean if the CEI sells to, say, Lorain., I

i

10 if it does soll to Lorain, are you asking me whethcr i

1

20 Lorain is subject to all the r. . ail cities in which CE:: |

21 is enfranchised is subject to wholesale comp 3tition?
,

22 G I am asking whether there is ecmpatition for
i

.. 23 the bulk power supply to Lorain?
|

A Ho, thero isn't any ccmpetition for it if Lernin I3
'

25 happens to be a city in which say CEI is cerving.

.__. ,___._ -- - - --

_ -.7'
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mpb4 1 g Let me ask you this, Dr. Ucin, I want to make

2 sure I understand what $/ou're sayings,

k

3 Is it not truo that in you captive cholesale
.'

( 4 markets you are counting the retail customers of tho

5 Applicants twice for assessing market power?,

.

6 A I'm not counting --

7 g The ones at the retail level and the ones at

8 the wholesale levol?

9 A I'm not counting the customers twico, uhat I'm

to simply saying is hare ycu'll have rotcil sales. Thosa

11 retail sales had to have come through a wholscalo function,

12 an economic wholesale function and CEI performs it and

13 I'm not counting the custccers twice. CEI has got this
i

14 amount of wholesala scics which it then sells at retail

15 to a whole bunch of people, a whole bunch of custor.ers.

16 So I don't know what there is in double cc anting.

17 Clearly, the amount of Kwh will obviously
1

18 come very close except for such losses as may tako placa

10 in going frcm one to the other, but it is a separate

20 organizational icvel which can ba distinguished, i

1

1

| 21 G Why is it that you are of tho view there Ins '

22 to be a separate wholesale function in that situaticn?

A Well, I don't think you can taka, say, power23.

24 ff a generating plant uhich might go over a 345 lino and
|

('
25 then go down to a 130 line and then go down to a 69 lina and

- . . . - . - - -. -- - - - . -.- . .
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1 finally comes to scme substation uhere you have so:ne step
mpb5

(.
2 down transformers which then go into the distributier

3 system. At some point you've got to perform thac fur.ctirn:
.-

/ 4 that is essentially the wholosala function.

5 How, it could havo been done by Cleveland,.

6 Electric Ct.npany,1f they werc minded not to have tha

7 retail function they we>uld have then cold the power at

8 the point where a particular city had its equipment co

9 take that power and funnel it into its diccribution. Zt

to has to be perfomed, the only qu3stion is whether it f.s

11 performed by one company or whethor it is perfc:cma by

12 tiro entities. In the case where they are vartically

13 integrated it's performed by one.
(

14 G Doasn't Pennsylvani ?cwer serve its castmert.

15 directly from distribution at 41 -- its wholesale cuatcme::3

16 directly at 4160 volts?

17 A 4160 volts?

18 G Yes.
|
'

19 A iThat about it? Suppose it doca?

20 4 Well, what is the wholesalo function of thch

21 situation?
.

22 A At some point it had to get that voltago, it

.. 23 wasn't coming in at 4150, was it? It uns ccaing in ct

24 sune very much higher voltage. Uhat ic considered tzanc-

! mission, subtrancmission and so on is going to depend.
|25

L
,

i
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mpb6 1, O So both Pennsylvania Power and the uhuleccle

2 customer, they are both performing the wholesale functien,
(

3 is that right?
.-

( 4 A It depends on what the custcaer 10, it d sends

5 on who the custcmer is. If it is a large industrial,.

6 and Pennsylvania Power says, Okay, you take it at D00 volta.

7 you'll get paid less. The customar itself then says, Okay.

8 I'll .put in my own equipment.

9 % Let's talk about a muni.

10 A Okay.

11 O What about in that situation?

12 L If the munies, for c:-:caple, as many of th:m

13 wanted to get the poaer delivered at 133, that n: cant Enat
s

14 they would get a lower prico and then they would perform

15 Part of that function, but the tiaolesale function in

16 where ever. It's not determined by voltage particultrly.

j7 That will vary, you'll have 138, you might havo 69, vou

!

18 may have 37, you may have 12, depending on the size of the

gg system, the size of the custcmcr and no on,~but uhen you

20 get a delivery from high voltages, let's say coming

off 345 down to 138 and an industrial custcaer er a inhi21
:

n says, I want to buy it at that point, that's uhara that

whoix ale function starts. They could have said, I want23-

to. buy it at 69 they could have said, I want to buy it,24

a a depeds upon hou mch cnd hou Mg dist'

25
,

|
.
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1 distributien entity is and what money it wants to put
upb7

2 into this equipment to take the load coming in at high

3 voltages and transform it down to its own distributica
*

.

('' 4 system.

,. There is no voltage which defines the wholesale5

G function, there is no uniform varying voltago. Histcrically

7; it has usually been when a company started out 133 vac

8 very big, that was considered the backbona transniscion

9 and then you build much larger and then it becomes

10 subtransmission. Alternatively, 69 may be victcod by stmo

11 systems as subtransniscien.

12 G Let me ask you, Dr. Wein, if an industria]

12 customer takes that 69 hv and' a municipal cuatemer Lt.
,

(
14 4160, which one is the wholesale custoncr?

15 A Neither is a wholesale customer. I just tried

16 to explain to you that it docan't depend upon the voltcge.

17 The muni is a wholesale customer and the industrial is

18 a retail custerner because that's how you classify thm in

19 your tariff and he's performing a great many functiot.s

20 on his own.

21 O And those functions that the munies are perfcz in;r
:

22 are wholesale functions, aren't they?

.. 23 A Yes.

3E 24

b 25

!

t

|
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J F abl I Q Sut that would be a different function than wh:t

f 2 the industrici performs. Is that corract in your T iaw?

!

3" A liot necascarily. If the inductric.7. were ttking

b 4 it at, say, 69 Kv, he happens to be a very largs cu.3tcr.or,

5 as large, let's say, as a muni taking it at 59 Kv. Hr. ' s*
.

6 taking that power and than doing uith it what he has to de

7 with it.

3 Maybe he steps it down to 2,000 volts. I den't

9 kno1 It depends on the nature of his equipr.snt and what

10 purpose he's using it for, and so on. But he's got to us2

11 some equipnent to take it at that load and use it"for his

12 equipment, whatever it happens to be.

13 He's perfo:.:ing those functions. He hr.ppena to

14 be an industrial custocar. Therefore he'c classified at

15 retail. He might be nuch larger than half the muni's ':he

16 company serves.

17 Q If you had a vertically integrated ccmpany ..htt

18 sold only at retail with no wholesale customarc would :/ou

19 still define the sales of that company as being in the

20 wholesale market as captiva wholesala sales?

21 A ies, I think I still vould mr.ko the dictinctica

22 of captive wholesala sales because it has to perfor a thic
C

/ 23 type of wholosale function.

24 Q And that vould be a ceparate wholesale E rhet in

(
-25 that case?

|-
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l
1

eb2 1 A Separate frcs what?
l

p 2 |Q From the retail carhet. |
s

3 A Yes, I think it's separato from the retail carhoh.,
c

( 4 Q All right.

.- 5 Would you agree, Dr. Ucin, with the proposi:icn

6 that relevant product markets are defined by substitut2bility;

7 that is, by two itamn to be placed within inc caca prcduct

8 market, they must be gecd ecocer.ic cubatitutes for onc

9 another?

10 A yes,

11 Q All right.

12 A I think I might acespt that.

, 13 Go ahead.
(

14 0 Now you include reserve sharing, n.utual ex.erganej

15 support, maintenanco support, economy energy, short-Pam

16 capacity sales, unit powcr salos, joint capacity planning,

17 and joint ownership within the relevant product market you

18 have labeled as the regional power c= change market. Isn't

19 that correct?

20 A 1es.

21 Q Did you not tastify in the Altbr.ma proceeding

22 that the product in the regional pcuer exchange narket is
t

/ 23 firm electric pcwor?

24 HR. !ELVIN SERGER: Objection. Irrelevant.
(

25 THE WIT! CSS: What?

. - - - . - -. -. .... . . _ _ . _ _
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eb3 CHA!R:!AN RIGLER: Repeat the question. |I
1

2 MR. REYUOLES: I'11 rsphrase the question.

3
,_ BY MR. REYNOLDS: '

,

4 Q Is it your view that the product in the regiona'.

5 power exchange markat is firm clectric powar?*

.

!

6 A No, I didn't say the prcduct in the ragiont.1 po'.7sr

7 exchange market is firm electric pcwor.

8 What I said was the regional e:: change ' marks

9 consista of tha factors of production nececcary to preduce

10 firm electric power, the factora of productica.

11 Q All right.

12 A That's what they're producing, all the inpuus

13 which themselves do not constitute end narhets.{
14 Q Where did you first hear the tern "ragie.nal pct:r

I

15 exchange market"?

16 MR. MELVIN BERGER: Objection. Irrolevant.

|17 CHAIRHAN RIGLER: Saatained.
t

18 BY MR. P2YEOLDS:

19 0 YOu do not consider ecencmy energy and jcinu

20 ownership of units to be substituteble, do you?

, 21 A No.

.- 22 Q All right.

.' 23 Let me ask you then on what basia you place thea

24 in the same product rarket?

25 A Well, lat ma explain that.

I
!
I

- . . - . - . . - .- - - - . .-
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eb4 1 I don' t consider a clos and engines in an c.ucc -

( 2^

mobile to be the same thing er substitutabla for one anc :.hrr |
3 but they are important inputs in making an automcbile.

.-

( 4 iSo ycu ra concerned with the product whici.

5 .is tirm bulk pcwer, firm bulk power which is whav. overy.-

6 generating company is brying to produca at Icuact ccot, or

7 the particular ingradients, all the variens options which

8 go to make firm bul?: power a part of that particular mar::a h

9 Now that doesn' t tcan, for a:: ample , that ccal

to is part of that Inarket because coal is a reparata narket in

11 and of itself, though coal is obvicusij a factor of prodac-

12 tion in a generating unit whora ycu than ca':a thc 1r.ul Of

13 aggregatics to include the gonaracing unit r.nd not n e 25-

14 sarily the coal.

15 The ansrgency enorgf, econorf energy, a".d c-iar

16 for:ns of wholesale or other forms of bulk pcuar trair-- !

I

17 cctions which are necessarf and which are ingradients and

18 cptions are part of tho scne narhet. Th:2 doesn't mou aa:h

19 ene is substitutable for the othar, any more than we dafiaa

20 a hardware store which censists of naybe 25,000 diffm;.mt

21 items and we're saying every iten is substitutabla in :.t.
T

22 But it's certainly rocsonablo in econcaict and t

|

j 23 in antitrust considorations to define that whole businesa !

24 of hardwaro stores as a line of contrarce. Well, all t ase

(
25 cptions are nocessary and therefore the market which aaal u:

i

-. _ _ . . _ _ _ _ _ . _ _ _ _. _ _. _ , . ._.
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ob5 1 you to get them is a regional power onchange unrket.

( 2 I'm saying very much what Mr. Hughes ccys.
,

3 Q Would you include a partial purchaca wholescla
.-

f' 4 trcnsaction in the regional pcuer exchange markot?

.- 5 A Wall, I suppose eno could if ona ucnted to do

6 that. I don't see that that is the form of it.

7 i Now if you Icok at, for example,-- "cll, lot no

8 tako it right here.

9 If you go through thic study, for example, on

to power pooling rates--

11 Q Which study are you referring to?

12 A The one I referred to in my tactirony which has

13 been introducsd in evidence. It's Power Pool 2atas doaci I

i
14 by three people from the CEI company.

13 If you look at the hinds of things which r.ra in

16 this document, the sorts of power transactiona which t:Qc

17 place, you're not going to find partial fir:t requirerento,

18 you're not going to find wholocale firm power. Y:u'll find

10 short-torn power, you'll find spinning recorva ce ./ ice,

20 you'll find emergency service, you'll find schedulsd main-

27 tenance power, you'll find econcay service, cconcr.y capacig,,

,

22 and o on. But you wcn't find wholesale fir:t power a-d you

/ 23 won't find whether it's partial or full. You will not find

24 that as a typical ingrediant of transactiona in the

25 regional power exchange rearkat.

.

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

- - - - - - . - . _ 4 - -,
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,

IA6 Now you might- I nean scme compcny might be '

,

so hard up and for so long a pericd of tina that it night go~~;.

;

3 to somebcdy cleo and say " Sell as wholesale fira powcr of a
'

(s 4
certain amount,'' in which case it could be dono. But i.f you i

1

5-

are a generating entity, if you wcnt to generate your power,-

6
you generally are not locking for that sort of thing. You're

7 looking for capacity and theno other power trennactions. '
8

Q so you wculd disagree -- -

9 QIAIRl!AN RIGLER: Lot the record show that sha
IO witness is raferring to Depar4~nt of Juutice E:dtibit 183

II in his Inst answer.
12 THE WITHESS: Yes.

r I3 BY MR. REYNOLDS:
'

,

14 Q Then you would disagree with Dr. Hughes on ho

15 matter of partial purchase wholcoale transactiona being
16 included in tha regional wholesalo market?

17 A As I said, if it is over incit:ded it's certainly
i
e

18 an extremely infrequent thing, and thic study which has i

19 studied- Let me cae how meny pools are ctudied here. I

20 think there are 15 pools.

21 It's a study of 15 pools and you don't find
22 wholesale firm power.

g 23 Now what Hughes was doing was saying I'm coacaracd

24 with bulk. dell, bulk pcwer-- Well, it's tru2 that wholosale
( -

25 firm power, partial or full, is bu1% power but that*e act a

1

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

~

s w
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Ieb7 good reason I think to put it in the power exchange 20.rkot.

9(' -

Q What is limited term pcwer?

3 '
A Usll, I could give you the definitien if yen want,

s-

4 "The enjority of the pool c.ccponding

S to the survey providad scmc crrangementc for the.

.

G deliverf of limitad tem power. This cla a of

7 power transaction is defincd in the questiennnire

8

as capacity and energy reserved for periods nor-
9

mally covering a month or mora."
10

Q So you would censidor linited term power trans-
11

acticns to be within the power exchange markot?
12

A Yos.
- 13

Q How long would a limitad term purchase have to hu
14

before it becomes a partici purchase of wholesale poecr?
15

A It's not the term which in tho only think; it is
16

the degree of firmness which counts. And I will new rond
17

you what it says about that.

"The relativa firmnoca for delivery
19

of limitad term pcuer is equal to that of the
20

supplier's firm customers for throo pocic, G,12
21

/ and 13."
22

Those are the names of the pecle.

.. 23
"In charp centrast, this delivery uccid

24 ,

be the first firm load shed for e.vo of the poolo."
25

|
|

. .. - _ - _ . ._.m_.. _ _. -__._ - -.
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eb8 I
Well, it is cartainly not those,wholocale

- 2( fir:a power.

3 *Cne pool baned firmnesa of supply upe1.-

h 4 the ratio of total forcod cuteges to capability
.. 5 .of the largest unit on the supplying cyc am. "

. . .

6 et cetera. The rest it docan't nay.

7 For three pools the degree of fi- Lucas is t'le cru.

8 as the supplier's firm custo::ers. The question tharc is

9 whether we go on indafinitely, and the answer is No, i3
to would not go on indefinitely because then the poolc, the
11 ccmpanies who are doincJ that can be quite annc,yed because

12 they're selling limited term potier at a 1cuer rato than

13 they'ra selling wholesale firm pouer and they don' t want,
<

14 as they put it, systems to loan upon them, i.c., "Ecll ma

f15 wholesale firm poaar for five years but charga ne limi3cd |

16 torm pcwar."

17 So there are both thoce thingc involved, thu

18 extent of tha contract, the fact that the rato ic lo;cr, and
19 the degree of firmness varios.

I
.

20 CHAIRMAN RIGLER: Ycu'ro saying that the ragienal |
i

21 pcwor exchange market is made up of a corbinaticn c2

22 elen es that enalle you to ccue cut with the end prode-" -

I

,. 23 THE WITNESS: Yes.

24 CHAIN:GN RIGLER: All right. ?;c I go back ta your
,

25 hardware stcre example,

i
*

. - . , - . . . .-- . . - . - - - -~~ - - - ~ ~ -
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eb9 I| THE WIT;1ESS: Yec.
.

9
,' ", CHAIRIWI RICIER: Yo'; caid that in a hardware,

; I
3j storo where you stoch a variety of itema that theco itan3

'

I
'

. . .

( 4 in toto micht make un. a retail hardware store markat.;

.- 5 TH3 UITN2SS: Line of ccamerec, yes.

6 CIIAIM1AU RIGLER: Line of cormorco. All righ':.

|
7 But is it likely that occh of thesa harduc.rc

8 stores wo,uld have the identical cle=onta in that linc?

9 TH3 WITNESS: No, they don' t nocccacrily 1 c7a ta

10 have them.

11 CHAIPliNI RIGLER: 2nd ic that thc analogy you're
- l.

12 | drawing here?
!

13I THE WITNESS: Yes. They can have a varisty of,

14 different things depu. ding upon the spacific nature cf thc
j

15 firm involved. (

|
16 CHAIEGU RIGIER: But not every storo would c:?fo;;

17 the idantical product line with tha ether?

18 THE WITNESS: That'c right.

19 CHAIR!GM RIGLER: So you could not go to a

20 particular store and count its items and cay "Thic dsfin2s

21 the market"?
?

22 TH3 WITHESS: Right. It's the whole bundle mid
!

.- 23 the bundle need not necessarily be the same.

L

24 CHAIRMAN RIGLER: 17e 11 take a ten-minuta bra &.8

i

25 (Racesc.)

3F

. _ . _ __ _ _ . , . . - _ . . _ . _ . _ . _ _ _ . _ _ _ . . - . . _ . . _ _ _ .. _
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3G mal I CHAIR MI RIGLER: On the record. |,
I

.

2 | BY MR. R2 n OLDS.p
!
i

3' O As I understand ycur tasti:.uny, Dr. itain, you ,!i- i

4(- would incluis unit power purchace in the regional"pouar n:chan e
. ,

.- 5 market, but you would not include partial purchase trholesale
1

6 trancactions.
1

I '

Is that right?
. I

I MR. MELVIN BERGER: Cin I ach what the ::farenco {
'

.

:

9' is on that statement, Mr. Ro'ynolda? ;

10
| MR. REYNOLDS: I beliava.hc just tactified to
I
'

il that effect.

12 2Gt. MELVIU DERGER: Oh, I thought you vara referring
i

._
13 to his written testimony. ;

( i <

I4 THE WITNESS: I cartainly would includa unit ;?oucr :

15 in the regional power c:cchanga r.arket. I say I would nc-
,

IG '! nececsarily exclude the.other. I sn just trying to cav 1.t
'

i

17 seems to me a very infrequent thing to appear in that Ir2.:kat. .

!

10 As I went through tho FPC forma I could not find ,

ir any exchanson between the CAPCO utilities which woro i
1
;

20 eatit?ad firm. That is my recollection.
I

21 BY IiR. REYNOLDS: |
, .

L

22 0 Well, are the two characteristic 0 difforent i
-

..

t

so there is a raason to put one in the ragional power. c::changc: |.- 23

I

24 market and not to include the other in the regional pows:

( 1
'- 25 a:cchange markot?

,

*
-

!

i

a

!
.

s ., --r. n - .__n .. - w--.- .._w n -.
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!
,

tEC r A Zee, I think there ic diffarance.
}
;

, i- ~ Tor c:canplo, tha prica would to a :very najor i.

\
.

| i!.ffar!.nO3 i
;
.,. p

'

O I':: Earry, I can't hear -fn:.: you ara saying.

I iL 2ricc vould ha a vary major didference.,.
i

t
.

O And what is thern hint tha prica that would 1

s

[ indi:scco to you thnt the unit power purchara should ho put '

.

f, h the ragional power e:cchange markst, wheraas the partial
e
i-

wholanale p'Irchaso should not bd?
,

I
:s t
'

!
c. L Nell it secna to no that tha unit pot.ur purchace

,

is the curchasc of capacity of a particular gancrating unit,
1

and prcutuaably ttia ecpacity gceo at the genarcting coat I
,

; 1
1,

.lur c.sm chcrga fer /.3ealing of this. And that is it,
!

,

( ,
~ . !

, ' . ;Tnersas if I vare buying wholasale firm power
.

;.

i

ij._ hen e.n invnctor-cr.cd utility, there ticuld, I think, ha a '

-

lighar prica in general fer that kind of trancaction. In i

;

.i
+ !'

thort, the uhelenals fim product is the and product you
,i

.

,-

,

c.ighs:. coma out with. It in not une kind of input that you !
i

i

I:
put in. Chat is w..rt you are trying to nahe is fi:n pouar-

,

:.
1. .

y th t lou can ecl". ..ultfrately at retail as firm pcwer with
. | u gicen ecgrea of reliability.

- i
t

!'

(..
n With unit poter you don't have any given degr3e j

! . ,

'
_3 [ of reliau' ility.. If dia unit goes dcun *|on won't got it.,

,

i
,

y !{ Q Well nould you think unit power and the partial
|r

t' lb

( fim p nr are subotitutable?b !
i
t

! I

b i
i *

{u

._ ._. . _ . _ _ . . . . _ . . __ _._ ._ _ _ _ _ _ _ .
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!

mm3 1 You mean firn power, wholcsale firm Scuar? .

.

2 8 Partial purchaso pcycr and unit pc. car, ura t'ry |-
.

t
3 substitutable? |

, .

(|
4 A Partial purchaso pcuar c'oecn't mean dnything.

.
5' Do you mean it is firm or not fire.?

!.-

I
6' Q It 10 firm. !

-

t

C !
A Okay.

8 And it is sold under a wholocale cchedulo?
9' Q Right.

10' A I don't think they era substiautable for unit

11 power.

I12 Now if I am interactaa 2.n cercng out cs a celf- 1
Ii

k._.
13 generating unit and making wholocale firm powar., I wou.'.G i

14 try to make it as ecornmical ac I could.
-

'

r

|

15. Q If the CAPCO ccmpanies jointly bought conli .~ould. ,

,

;

16 that be a transaction in your visu that vould be within the

i
17 regional power exchange market? ;

<

10 A No. '

|
9

tr Q Why is that?
|

.1
3 t'

|
A I thought I explained it in my previcus rur Ir. i20

!21 CHAIRMAN RIGLER: I did, too. ;

i
'
'

22 BY MR. REYNOLDS: i
I

23 Q If they jointly bought uranium, would that Ec a,

.

'
24 transaction ' within the rcgionti pov.*ar exchcrGe marhat?

{,
t25 A No. ,

l
I.

. 9

1

s

.

. --+rew - , -w_ .e,--.. ,_

|
_ _ _ - _
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mm4 1 0 Suppose that electric utilitics exchance costracts !
!
'2 for uranium enrichment, would urs.nium enrichcent to in tha

,

3 relevant - in the ragional povar exchango m rhW:7 !
# !4 A No.

|
:

5' Q Is it not the caso, Dr. Ucin, that tha.ucy you |,

-
i

.

O defined your product markets, unit power end ecoc.cmy powcr :
I

7 are more substitutable than unit powar and wholasale povor? |
!

6- A Will you state that again.

9 Q Is it not correct that tha way ycu have dafined

to your regional power exchange market, unit power and econony
i
'

11 power would be more substitutablo than unit postor cad

11 ' wholesale power?
_

:

13 A No , no. I

i

14 It doesn't follow from what I cm sayin<J t%t thsy i
!
'

15- are more substitutable.

!6- 0 Well now, why is that if you put unit power and

17 j1
economy power in the came market but you won:t put wholcsals !

'
,

Ic
'

power in that market?

I

ir ; A Because I thought I explained that nucarcun j
.

|20 times.
|
|

21 If I am interested in getting the most economical |
i*

,

22 firm power that I can produce, I nava a wide variety of option.3
i

,
23 | depending upon my particular conditions and to on. AWd I |

.

24 would try to combine them in such a way that I get the

25 lowast possible cost for firm power that I can cell an

i |.

t
-

' e

i
. _ _ _ _ . . . _ _ _ . . _ _ -
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mm5 1~ firm pcwor ultimately down to the retail level. That i.a tha !
2 business I cm in, in ganerating.

t
'

4
3 Now in doing that, the econorg pcuer hnppans to I

-

!
4 he one of the optiens which I can ranke ure of if I nead it. I

!

3 Of course, I always usually do necd it,and unit power ic,

.

G another way. But I wouldn't buy wholcsala finn pc'..ar ir-
:
.

y order to be a seller of wholesnie firm powar. I want te ho i
!

6 a producer of wholesale firm power.

'

9 And so therefore, econcmically, I would h::.vo to

;o pay a higher price because it is fi-n and because in is
,

I
n dependable and becauce it is thero for the icngth of t!ns !

12 that I want.

13 If I were doing that I would not b2 na":ing gewer,t

k'
g I would not be generating. I would simply be a tiolesala i

i

15 customer buying wholesale firm power.

;3 CHAIR!GN RIGLER: Suppose the wholeccio firn

;, powar were public preference powero

.; ;

;;
-4 THE WITNESS: Then that would ha an option. If |

'
t

;c the wholesale firm power wora public preferance power and it j
i i

20 were lower than what I could produce as a generator, I would f
g not be in the generating business and say, okay, I an nov

f
i

3 just going to buy that and forget about all the others. !

!

3 And if I could be cccrplately naticfied in my |,

*

i
Ig requirements by public preferenco power which would be
|

25 given to me wholesala and firm, then I would not go into tha {
! !
B

t

__ - _ . . . . - - - - - - - - - - - - -
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am6 1 generating business if that ware the option.
2:. If you go back to that stage tinere an entity ist

,

!3' considering what should I do in order to get wholecalo firn [~

n

/... 4~ ipower which I wish to call to retailcre end ha hcd hoforo i

5- him the option of generating it or buying and gonerating it..
,. .

N 3 with all the itaplications of that, or buying it from a l'

l-7~ public preference system and every one of hic generating '

8 Ioptions was inferior to wholesale firm pcuer from th2 public ;

*

preference company, if he were rational he would not go inte i9
;
,

10 generation, he would simply bo -

11 CEAIPJfAH RIGL3nt Unlesc he couldn't get oncegh.
12 THE WITNESS: Unless ha couldn't get enough. I i

i,
-

, 13 am assuming, of course, ha could got what he necdc. !( '
.,

14 BY MR. PHYliOLDS:
|

15 Q What'if the wholasale ratoc from a privata !.-

tter investor-owned utility were lowar than uhat the purchnsor '

17 - could generate the power for?
} .

i

5

;3 A What about it? |

if ,l Q Then would the sinolosals power be in tha regional
; 1

,

'
' . ,

20 power exchange market? !
i'

' t
# 21 A Nq, it wouldn't be in the regionci power exchango I

.g 1

22 . market. It just would mean whether the uholocala custemar |'
t

?3 has looked at this and said I can't really generate my power, j
-

.
I

24 or what I need as cheaply as I can get it by buying it I
i

25 wholesale firm, I then become a wholesclo 'customar and I f
i

I
| i

!

i I ! )
'

.. .- .- ; - -
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mm7 t am not in the regional power exchanga market ( I am not

interectod in economy energy, not interected in tait pcwar,__

(

3 not intarosted in curplus powar, not interonted in any of
.

{ 4 theco particular typea o:' power. I have mado that decf.sien.

f EOw do you distinguish tha 1cuar cock5 Q -

,.

6 wholesale power purchased from an investor-cuned utility
.

7 and the preference pcwo.(purchnce?
'A I did not distinguish them at all.8

Q So in neither case would that be in the regional9

Power erchange markot?
10

A No.
93

Q I sas,
12

and 3G
13

k
14

15

IS

4
17 ''

18

13

20

21
r

22

- 23

|s
24

|

'
25

1

-. -
_

- .-- - ..
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mpbl 1 4 Is that because you vould not concidor that
3R

Z-
(

an available option that would be open?-

!3 A Availcble option for w'act purpcca?
.

( 3:00 4 C For the firm power supply of -- yall, the firn

5,. power supply to Southern P,etail.

G A I thought I already explained that. I'll be

7 glad to go over my ground, if you vish.

8 0 Is it your testimony that vould not be an

9 available option?

10 A No, that's not my testimony that it's not an

11 available option. It's not an option in the regional

12 power exchange market.

13 0 It's an option but not cnw that'n in the
~

('
13 regional power enchange =arket?

15 L You know, I've got lots of options. Cao eption

16 I have is not to go into the pcwor businosa at all. Loto

17 Of C'X3panies in the United States exerciso that opt.#. on .

18 G But you did say that the and product for the

19 regional power enchange market was firm pcrer for retail?

20 E Id Whole3313

21 O Did you mean to say that before too?
r

22 L Of courco. You knoe, I have caplained that

23 nobody is in the wholesale market unican he's got a retnil.

*e

a market which they are going down to other than, as I centioncd
i

25 before, some of the public power systema.

I
n

_, _ _ . . . _ . _ _ . ~ ._ -
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1 G Dr. Wein, let ne ask you thic:

- 7b2 2 Do you know whether or not hulk pcwcr supply

3 studies aimed at evalunting alterneti*/o'acthedc of chtaining
.

( 4 firm bulk power cupply in the future nor.r.lly consid: r-

.
5 both firm wholesale alternatives and various means of

.

G cbtaining dependabic but non-firm capacity?

7 A I suppose it depends on who is cenraicsioning
,

8 such a study.

9 G Do you know if the ifholecale custeccrc cf

10 Ohio Edison commissioned such a study?

11 A Whether they should go into their cien generatica

12 or buy it wholesale?

13 G As alternatives,

k-.
14 A I don't know.

15 MR. SMITH: Well, you testified that theco arc

16 workable options several times.

17 MR. REYNCLDS: But he has also indicata1 they

18 are not in the same market.

19 3Y MR. RErtTOLDS:

20 G On page 99 of your preparcd testimon't you

21 state that a poc1 is a market; becauca enorgy flows to it
-

,

22 from the members and. it's paid for according to prcdctor-

23 mi.wd agreement between the maabero.
,

-4

24 Does thore have to be an interchange agrapment,

25 in your view, for thora to be a regional power cc,:ch=ge

. _ . _ , _ . . _ . _ _ _ . _ . . __ . _ . _ _ . ._ _
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apb3 I market?

2, A I don't know as to the icgal requirancate.p
3 All I'm saying is that poolc do have prices that thev

.

( 4 assign to each of theca things. They uccelly kncu what

5 they are, they usually ag ce to it. They may not h vc e,.

6 formal agroc=ent.
. . .

7 4 Mell, if thera ucro not en interchange eg ccment

8 would you define the market different1'/?
.

3 A no, I wouldn't define the market differently

to if there were not an interchange agreenent. 2.11 I'm saying

11 is that it'e a market because enargy flows to and fren

12 the members and is paid for according to a predatcrained

13 agreement between th0 memboro. Now, tihethar thio agrcc-

14 ment is oral or la in the form of an interchangs contract,

15 the details in the interchange contract and co on, the

poop e know what they're buying and what they ar2 pt.yingl16

17 for. They may pay for it in dollars, thay may p?.y for it

in kind. In other words, you send me ecr.c pouer and I'll18

19 send you back the sane amount and type of poucr us

20 raimbursemont.
I

2; G Well, do you know whether an7 of the CA?CC
9

22 - companies have an interchango agrc=nent with Consen:rc

Powar?23..s

A I don't know whether they have an intnrchengc24

' agregannt between Conccsern Poror er not, but I know that25

;

, .

| 1

. . _ .._ . _ _ _ _ . _ _
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1 some Consumers Power power want over CAPCO trcns;31ssion.
cpb4

2 Q. Do you know if any of thca hava nn interalmgo

3 agreement with Ohio Power?
,

.

4 A. If you mean by an interchange agrecment a centrcci.i

5 for which they have filed either with thamsc1ves or with..
6, the Public Utility Commission of the stato of Chio

7 or with the FPC, no, I don't know whether thsy have that

8 kind of legal document. I think inr:cfar as the l'PC

9 rules are they have to file that sort cf an agroormnt, or

to at least a rate or whatever.

11

12

13,-

(. .
14

15

16

17

18

19

20

21
P

22

. 'i

24

25'

.

k

i
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3H2 I
Q Let's suppoco that Tole.de Edison interchanges mora

2
power wirh the Michigan Pool thin it does with any other membern

of CAPCO or ovan all the other mci 6ere of C.?:.PCO ccdinod.,

('' 4'

IN that situation, would you consider the Michigan

~

Pool to be within the regional power e: changa markot?-

6
A No.

7
Q Why not?

0
A You maan within the geogrcphic definition as I

9
defined it where I am saying it is the entire e::tont of tha

1d CAPCO thing?

II | Q Right.

12 A Wall I think thera what ena goas to, as far as tha

I3( geography goes --

I4 Q I can't hear you, Dr. Wain,

15 -A I say as far as the geographical s: dent of th:

I6 market goes, you have to get tha idea that what va have in

17 an access made possible by transmission which is intorec.:nacted
:

18 not only amongst the CAFCO pool, but of coursa there are

19 interconnections with all the other entities adjoining then

20 at the peripheries.
t

-

21 So I dofined the geographical entent of (:he ragional '-

,

22 | power exchan'ga markot as the locus of all those intarcennectienn
(

h 23 including the interconnecticn with adjoining aystein or who.

24 are not members of the CJJCO pcol.

( -

25 , Now obvioualy that is vary important, becc.ure it
I
t

'

.

p
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mm2 I might he the caso that Toledo Edicen in coma particular

2 year, say, or some particular period of time, ga::s more
<

3 power because of the particular situation from, eny, the
.

( 4 Michigan Pool, or from Consumers Power; thoy have th::asuivos

,- 5 some agreempnt between Toledo Edicon and Consumsrs and th0y

6 are then, to that ertent, adding of courso to the value of

7 this interconnected CAPCO trancaicsion for each other.

3 If ChPCO, for eramplo, had~no connectienc with.

9 consumer and nona with P&1 snd none with Ohio Power, ita

to value would be much less - it would havo much lesc val'.,e

11 than it does by having it.

12 | Nott for the purpose of this particular case, you

13 cee, for the purposes of thic particular cace and thic

14 particular analysis, all tha entitics within CMCO, befcre

15 they can get out to Conattners PcWor or PGI cr any other oc= pan,;.'

16 they have got to go over the transmiccion of cme CAPCO con :any .

17 they have .got to get permiccion to do co, they ha*.e got to

1s
18 gat charges which would be en a plane of equality.

to That is why fcr this thinej the CAPCO Pcol, ac it

20 usra -- which happens to be a formal arrangonnt - ic the

21 rolovant regional power exchange. It docs not menn fror.
.

22 that that MZL7 couldn't get power from PASNY1, that in <Ktcido

t

A ,F / 23 the CAPCO Pool. But the culy way they can gEt it is go 1

24' ove: - they argue - over CEI's linos.
.

25 Now there in ocne center of grcvity in ter as of
.

.

- . - _ _ , . . _ . _ . _ _ . _ _ - . ___ .. . _ _ . _
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mm3 1 flow of power transactions. I

2 Now I hava a ctudy sent to ne by the 5;:nff of
.

I

3 ths MRC which did what I had suggestod in Alabama for thic
. .

({ 4 particular case, which I, mycoif, didn't hava any tirca to Co.

o 5 What it shows is that roughly 65 percent of |o
,

6 all the kwh flowing emongst the CAPCC natcra are cntitled
.

7 to the CAPCO Pool and appror % toly 35 percant are ccmint

0 out.
.

9 While that is good enough on the LIFC-LCE'I test

to if you want to ta'ca that, then it ic an indication of a

11 proper goographical marhot.

12 But the iden of trying to pin it actm to one I

!
f

13 region is an inappropriate concapt here becauco the u.::c.uce !(,. '

14 of tho thing in its interocnnection with outcida. So cv n
i

13 if in a particular year Tolede gotmore stuff fro:n |

16 Consumers than they got frcn CAPCO, it wouldn't put Conr:1.te re
I
i

17 in the CAPCO Pool because Consumora is not in the CTSCO
,

18 Pool, though they interchange energy to and frco the C75CO |
1

gg Pool. l

Cnd 3H2 20
4A fis.

21
F

22
7

1

%- |
9 23

4

-

t

25

|
.
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'

4A wbl 1 O What is the study you're referring to, Dr. Wein?
2 A The Staff mado a study based on the ??C.

(

3 Q Do you have a copy of it?
.

I 4 A Yes, I have a copy of it.

5 0 Could you please provide me with a copy of it?,
,

6 A Sure, I'll be gind to.

7 Q Let me ask you this:

8 What CAPCO lines would Toledo Edison have to

use in ord'r't'o bring in pouer from Concumore that it pur-9 e

10 chased?

11 A It wouldn't have to use the CAPCO lines other
.

12 than its own lines which it may own with other CAPCO

13 entities.

14 Q And what's the basis for saying that before
'

15 Toledo Edison use its lines to bring in, or to sell power

16 to consumers, it wculd need permission of the other C?.FCO

17 companies?

18 A Where did I say that?

19 Q I believe you indicated in your prior responsc

20 that before that could be dene there would need to bc

21 agreement of the other CAPCO members.
v

22 A I didn't say that.
,

23 0 So it is not your imprescien that that's the '

1
'

case?34

'
A I said if Toledo Pouer vanted to get acne power25

l
1
1

. _ - . . ,. . - - - ~ - - - - - - -
|
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wb2 1 from the Michigan Pool they themselves would have to agroa

2 as to what the terms of the prica were.,

'

3 Q Are you aware that in 1974 Toledo Edison also
9

( 4 purchased more power from Ohio Power than from any other

f 5 member of the CAPCO Pool?

6 A I don't have the FPC statistics from 1974, so

7 I don't know. But, as your favorite question is, wculd it

8 surprise me? No, it would not surprise ne.

's O And would it surprise you to hear that Ohip

10 Edison in 1974 purchased more power frcm Ohio Power than

11 any other electric entity, including any of the other CAPCO

12 members?

< 13 A It would not surprise me at all. And I heap
(

4 on insisting that that sort of consideratbn is irrolovent

15 for this proceeding because the questien is accesc. And if

15 you happen to be an entity other than a CAPCO ccmpany in

37 the CAPCO territory you can't get out to Chio Power, you

18 can't get out to Consumers Power, you can't get cut to PJM.

10 That is the particular problem that is involved here.

20 It would be interesting to kncu how r.uch of that

21 power was OVEC power. I suppose a great deal of it was.
W

22 Q Dr. Wein, let me ask youthic:
|

A 23 What are the criteria for neasuring the ge graphi-

34 cal extent of the regional power e:: change market? -- your

criteria?25
|

!

: .
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wb3 1 A Well it's a meaning 1ces question if you undcr-

2 stand the concept. That's like asking rae uhat are the

3 geographical critaria for measuring the geographical a::tont
,

( 4 of an interconnected network. The answer is, wherevor it's

,. 5 interconnected is tha geographical entent.

6 Now you happan to have close degreca of inter-

7| connection with scma regions and loss close with othar

8 regions.

9 MR. REUIOLDS: Let Ite have the question and

10 answer read back, please?

11 (Wharcupon the Reporter read frca tha record

12 as requested.)

13 BY MR. REriOLDS:-

,

A
I14 Q So3 cur geographical boundary is totally

15 arbitrary?

16 A No, it isn't arbitrary. I defined it in chia

17 case. As I said before, it is the locus of the gatr. cays

33 of the CAPCO companics whara they're interconnected. And

gg all their interconnections in that pcrticular geogrcph-j
.

20 18 part of its geographic extent,plus the limit of that is

21 where they then are connected with another system that'a
y

22 cutside of this particu?.ar geographic onchange mark <at. --

3 23 rcgbnal power market.

y That deosn't zcean th2t como poic: transcetions

w n't flow. The CAPCO pool as ar; interconnected entity has23

|

1
,

| . - -_.-. -- - . - _ . . . ..- -

.
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wb4 1 got other things besides the interconnection which charac-

2 terizes it. From the point of Viet! of an entity trithin

3 the CAPCO territory they cannot reach any other CAPCO
'

.

8 company without the permission of the CAPCO company's

5 territory ,that they are on.,.
,

6 Secondly, they cannot get to any outsif.e pm;er

7 supplier without going over CA?CO's trancmiccion.

8 For these reasonc, for this cue, that' u the

9 relevant geographic market.

10 Now,--

11 CHAIRIUdi RIGLER: IIis question uns, h~aat are

12 the criteria 7 And I gather from your answer up to this

13 point, the criteria is access to transmission within the

14 CAPCO system.

1S THE WITNESS: That's right.

16 CHAIIOiAI! RIGLER: Itll right.

37 THE WITNESS: I with I could atate it tha quickly

18 But I accept that.

19 BY MR. REYNOLDS:

.go O And am I correct, then, in understanding that

21 y u have defined the wholesale market,for purpeson of this
,

22 proceeding, in terms of an investor cwned utility and you

23 have defined the regional power e:: change market in this
.

s4 proceeding in terms of the municipalities and co-opc?! ,

: OM ecdon. I E d 2.Wein's25 * '

~.___ .._ _ . . _ . .
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wb5 ! direct written testimony and his tectimony tcday haya

2 delineated the geographic boundaries for both the - 'eell,

3 for all of the retail, the wholesala and the regional power
.

i 4 exchange market.

5 CHAIRMAN RIGLER: Sustained...

6 BY MR. REYNOLDS:

7 Q Dr. Wein, are you defining the regional power

8 exchange market frenthe point of view of the municirclitiec

9 and co-ops within the CAPCO ccmpany arca?

10 MR. MELVIN BERGER: Objection. I think Dr. Wain

i1 has defined it bcth by giving tha critoria ho u ad to

12 define it and by defining the aras that is involved, the

13 geographic area that's involved.

14 CHAIRMAN RIGLER: Sustained.
,

l

is Where is it you Want to go, Mr. Reynoldc? Wo'v2
1

16 been over this. The objection is ucll takan. And I don 't wc;it i

j7- to cut you off if there's a legitimate area of confucien.

,

gg But I don't want to just go up and dcun the e:no hill'. I

.Now, whEre do you want to go?gg

20 MR. REYMOLDS: I'm tU ing not to; h trying to

l

21 arrive at sace understanding of how Dr. Wein cet to where ha
|

7

a got to. I don't really anticipate that this is going to ta2e

many more questions. Ig

24 What I'm trying to ack him is frem what per: pac-

tive or what point of view he has approached his definiticn25

1
1

I

l |
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vh6 1 or his defining of the respective marketc. It seers to me

2 that that's not a question that has siyet either been acked

3 or answered. All I'm trying to ace ic whether he--

! 4 CHAIRMAN RIGLER: It has bcan ashad c*.d

' 5 answered now with respect to the ragicnal power c:: change.

6 market. Because you just ached it.

7 MR. REWOLDS: I asked uhat his criteria uere

3 and he answered that in terms of interconnection or accass

9 to interconnection. My qucetion is whethar it thor:fere

10 is his basis for defining regional power enchange market

11 by looking at the situation frcm the point of view of the

12 municipalities and the co-ops within the CAPCO area.

13 CHAIRMTdi RIGL2R: Well, I'm going to suctain

14. the objection, then. Because I think he elabcratad at

15 length on how he developed that definition.

16 MR. REYNOLDS: I'm trying to seu if there's a

relationship between the relevant wholesale market that ha17

selected and the relevant regional pcuer e.:: change ranrkat that18

to 1.e selected. And I was trying to ask questions uhich, it

seems to me, could be answered on a y,as or no basis.20

CHAIRMAN RIGLER: Why don't you ask him tha
21 ;

direct question, then of whether there is a rele.tionchip22

between the two markets? --if that's where you want to go.
J 23

MR. REWOLDS: All right. |g

25

,

_ ,_, -m m-- -m= * '' ^~
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wb7 I BY MR. REYNOLDS:

4
Q Let me ask ycu this, Dr. Wein:-

3 Did you use the sme critoria in arriving at

b 4 your determination of the wholesale market as you did in ar-

, 5 ..iving at your determination of the regional power exchange,

6 market?

7 MR. MELVIN BERGER: This is the prcduct marhata
I

orthegeograhhic?8

9 MR. REYNOLDS: Geographic markete.

10 THE WITNESS: No, they're not the cane. I thid:

11 if--

12 BY MR. REYNOLDS:

,,- 13 Q Will you--
i

14 A Just a minuta.

15 I think if you'll turn to my discuacion en paga
,

16 141, starting with Guestion 64, and going on, I've stated

17 why, for example, I would not consider Chio Power, and so cn.

18 Now I can't improve upon uhat I unid.

10 CHAIRMAN RIGLER: New this relates to the

20 criteria you used in selecting your whoicccle marketc?

21 THE WITNESS: No; to the geographic regional
f

22 power market. I said no, they're not the ca.T.e.

,, 23 If you ask ma why they're not the same, then you

24 must go on and read it. It stares actually with Oucction

- 25 No. 62.

l

._ _ _ _ _ . _. _ _ . .
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wb8 1 "Is the gecgraphic ecope ci the

2! ' regional power exchange' market the came as

3 the geographic secpc of the two product
,

( 4 markets you have so far diccussed?"

? 5 I can't improva it. You asked ma Is it the

6 same? and I said No. That's what I said in the testimony;
I

7 no.

3 BY MR. RffNOLDS:

9 Q What I'm trying to ascertain is: as an antitrust

10 economist, what were the different general criteria that you

11 used in determining or in ascertaining the relevant ,gcographie
,

12 market for the wholesale product market and for the regionci ;
1

-

13 power exchange product market?

14 You've indicated thoy were not the cama

criteria. What were the different criteria?15

16 MR. MELVIN BERGER: Objection. I think that

has been asked and answered. I think Dr. Wein has given97

the criteria he has used for each.18

MR. REYNOLDS: I'm aching for a comparicon to39

determine what the difference is in the criteria that ha20

used, as an antitrust economiet, in approaching21

this analysis.22

CRAIRMAN RIGLER: Wait a minuto.,e 23

Isn't the question you're asking identical to24

7 the question, althouah posed in different uords, on page 140,
25

1

. - - - . .. .- ._.
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wb9 1 Question 637

2 HR. REYNOLDS: I don't think that that addrea.ses
4

3 the question of criteria at all.
i

b 4 What I'm trying to find cut frem Dr. Wein in,.

,o 5 as an antitrust economist,whether or not there are general

6 criteria that are used in order to ascertain the entent of
7 the geographic market of any product tarket. And he has

8 indicated to me that there,are general criteria but tha':

9 they differ when you talk in terms of one product marke.

to as opposed to another product marhat. And I don'S believo

11 we have yet had an ancwcr to the questicn of the difference

12 as he see it between the general criteria an antitruct

13 economist looks to in defining or delinacting c scographic
i

14 market for whatever happens to be the product market. .ind ,'

15 in this caso, it happens to be, on the one hand, the whole-

16 sale market and, on the other hand, the regional pensr

17 exchange market.

IS - MR. HELVIN BERGER: If I may cc=nent: I

gg believe Dr. Wein has gona into the criteria used for each of

20 these at length. And the answer will probably end up being

21 a restatement of the two criteria and just a c..sparicon.
9

22 I don't see why we have to go through this again.

f 23 CHAIRMAN RIGLER: I think tha cbjection ic well

24 taken. Only because this is cross-examination of an c.xpcrt

25 I'm g ing to give more latitude than perhrpc the rules

1
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wbl0 1 warrant and I'm going to pernit the answer to that ene

2 question.

3 THE UITNESS: May I hava the question nou?,

(
,

4 CHAI!! MAN RIGLER: Let m3 paraphraso it,

*
5 Mr. Reynolds, and see if we have it dcWn.*

6 He's inquiring about the criteria you used,

7 the difference between the criteria you used in defining

a the geographic market for two different product narhaus.

9 Is that right?

10 MR. REYNOLDS: Yeo;

11 THE WITNESS: Well, lot ce firct point out the

12 difference.

13 The regional power enchango mar :ct ecnaici.s of

14 bundles of different itcmc. The wholesale firn market is

15 one particular product.

t
'

16 Two: the essenco of the regionel pcwer exchanga

17 market is that a generating entity hae eccasa en ucrus cf

18 equality to achieve whatever in its view in the besu

39 combination of all these itema in the regional pcuar exchange

| market. All thase items will have diffu ant pricas becance20

they're all different. But they all uculd be inputa,e'lP

in9redients f Putting together a firn poucr package at22

.& lowest cost.g

Since the essence of it is acccac, you dor.'t24

use de test, as I did in wholesale power, of t1m pricos^5L

i
|-|

.

,a n
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wb11 1 tending to equality in a different geographic market

2 because these particular things, thcugh they have pricas,
'

i
3 will vary all the time. And it's not that they are products i

,

I 4 which are in ccmpetition with any othar prcduct; they

' 5 happen to be, as it were, an availabic byprcduct of a.

6 particular firm which you have an opportunity to got if ycu'ra

7 on the network.

S As a consoquence, then we try to define tha

9 geographic extent of that market. You muct defir.c in

10 really in terms of all tho accces points uhich you havs in

11 order to get these things.

12 Now I don't think I can explain it any battcr

r- 13 than that. And I think if I have failed to expl:1n it, I

14 have just failed to e:: plain it.

15 Let ce just add this one thing:

16 There is no market uherc psople go around and

|7 shop for surplus pcwcr in the sense that pooplo are in the

la business of engaging in making ourplus power for cala as

to surplus power, aa they would be, for examplo, as ccal: cor-
|

20 tainly that, or wholesale firm power. And, au a consaquence,

21 you don't particularly view that option in a strictly,

22 defined geographic area as you would in the casa cf the

WP 23 wholesale firm pcwer.

24 Within the CAPCO territory most of tho options,
i

/ 25 for most of the timo, can be obtained frem the CAPCO ccm- I

.
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wbl2 1 panies. And they have obligations in their contractc to no

2 provide what is necessary: cu sida that, they don't.
.

3 Ohio Pcwor doesn't hava to provide economy
} ,

4 energy if some exists on its systen to give to a C.PCC(

j 5 ccmpany: there's nothing which ccmpels it to do so.

6 BY liR. REYNOLDS:

7 Q Let ne ask you this:

8 What degree of ccordination between Concurars

9 and Toledo Edison wculd have to cnist hofore Ccnstuners

to would be in the regional power exchanga market ac ycu definad

i1 it?

12 A The way I defined it, Consumarrt would have to 50

7- 13 a CAPCO company and cign that centract cnd oblige thMccivaa

14 to do everything that is done in that centract. They'd

15 have to be a CAPCO company. That dcann't mann Consunarc

16 can't engage in r. cme transactbus.with tisen.

37 Q And if they did everything that the other CA3CO

18 companies could do with ToledoLy virtue of a bilateral

contract with Toledo, that would not be cufficient to --
10

A No. They cculd not do everything that Toledo20 ;

I

21 does with respect to the others. In the first picco, they're

.%

22 not coordinating capacity; in tha second place, Concunara

23 and Toledo couldn't operate on top of the CAPCO company their

cwn kind of economic dispatch, they would have to do it3

w n e O conuccts or else got pemMan from deis 25

..-- .-. -

Y
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wbl3 1 other parties.

2 Q Are you suggeocing there is accacmic dispatch

3 in the CAPCO area, joint economic dispatch in the C.V CO4
C 4 area 2

b
5 A Yes.-

6 Q I see.

.7 What's the basis for that?

8 A Hy understanding of it.

9 Q Where did you coir.e to that understanding?

10 A I can't remember now.

I1 CHAIPl#24 RIGLER: I think this might furnich

12 a good break point for the day.

13 Mr. Fry 31ak vants to bring you in at si::-thirty
,

14 in the morning, but I think we'll go at nine-thirty, heccuse

15 Ithink you can finish very easily temorrou.

16 (Whereupon, at 5:40 p.m., the hearing in

;i the above-entitled matter was recescad, to recou-

IS vene at 9:30 a.m., the following day..i

10
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