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1l UNITED STATES OF AMERICA §
i NUCLEAR REGULNTORY COMAZSSION
z : - - !
3l :
|:' In the latter of: Dockat Nes. .
o 4 ' : .
TOLEDO EDISON COMPANT and 50=345A
5 || CLEVELAND EILECTRIC ILLUMINATINC CO. $ 50=500A |
: . S5¢=S01A !
G | (Davig-Begee Nuclaar Power Station, :
{ Units 1, 2 and 3)
7 H 50-44502
| and 50- 241in f
8 . s ;
: CL3VELAND ELBCTRIC ILLUMINATING CO, i
o | ot al. : |
10 T (Parry Nuclear Power Plant, s i
Units 1 and 2) 1 «
1 | : }
i I S S 4 ~ i
‘ First Floor Hearing Reoom, {
13 7915 Zastaern Avenue |
{ : Silver Spring, Maryland f
14 . wednesday, 25 March 1976 i
15 | _ i
The hearing in the above-entitled matter was !
16 i
reccnvened, pursuant to adjournmant, at 9:20 a. m.,
]
17 {
|| BEFORE:
18 !
| MR. DOUGLAS RIGLER, Chairmen i
! {
19
; MR. JOHN PRYSIAX, lember l
20 {
' MR, IVAN SMITH, /Mcmber i
21 ’
APPEARANCES 1 ;
22
(As heratcfore notad,) |
. 23 | i
24 | |
| i
‘ {
25 | !
! !
i ;
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PROCEEDINGS
CHAIRMAN RICIER: ir. lergeyr» we have poading
this morning a motion to cixike the matsrial appeaiag on
page 165 throuch 172 of Dr. Wein's tsstirony.
Does the Department have a regponsz to Lhat
motion?
MR. MELVIN BPRGIR: Yes, T beliave we co.

In this proceeding I balieve the Jnplicantsg have

consistently taken the positicn that even if they have a

dominant market power in various mivkats, that exerc.ce ol that

power is limited becauvse of Y2 comprzhensive rugulaticnsz
to which they are subjected.

Since they have taken that position, it sceus to us
that if the effectiveness cf that reculation is pu:z ‘n issune
in this case, if we are to determine whether or not ths
Applicants' market power iz in fact subjeected to roguiacsicns
g0 that they cannct exercise it in an anticempetitive mazkes,
we have to see if that regulation has bean effecuive,

CHAIRMAN RIGLER: I am no'. gure of e gensc in
which you use that term.

Are you contending the acency iz nct duing 1¢, or
that there are problems in the scheme 2o that ragulazicn is
not a complete subsitute for compatition?

MR, MELVIN BERGER: I taink we would bz contending

that both of those are t¢rue.

{
'
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CHAIRMAII RICGLER: I see. !
Mr. REynolds has arcued that it 13z Deysnd the :
scope of these proceadinga or «he function of this Ecerd to i
make an evaluaticn of whether other faderal regulatory agcnciaé
are adhering to their statutory dutlies.

MR. MELVIMN BERGER: We must lock at whather or act
the statutes imposed by tihose agencies are sufficient to
completely regulate the monnpely powar which the Applicants
possess.

So that it would not be proper to say that it is of
no concern to this -~ the regulatory scheme cannot bz leoked
into by this Commiscion to determine whether or not a aituation
inconsistent with the antitrust laws do2s exist,

CHAIRMAN RIGLER: But that 1s a diiferent question
than whether the agency is performing its statutory cuty, is
it not?

MR, MELVIN BERGER: Yes, it is.

CHAIRMAN RIGLER: So I take it vou agree that it is
not the function of the NRC to evaluate whethar the FPC, for
example, is fulfilling the duties imposed upon it by the
legislative mandate?

MR. MELVIN BERGER: I believe chat we would agree
it is not the functicn of this Coamission tc lcok into
whether or not the FPC i2 exercising ita duties.

But it is the function of this Commigcsica to
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see whether that regulation is properly limiting the use of
the sxercise cf the moncpoly or market povwer by the
Applicants.

CHAIRMAN RIGLER: In other words, assuning the
FPC is performing in accordance to its statutory directicns,
nonthaeless; a question would remain as to whether that
regulaticn was effective to prevent the existenca of a
situation inconsistent,which would be within the scopa of this
agency'’'s evaluation?

MR. MELVIN BERGER: Yes. Where the regulation and
competition are compatible, the degrca to which they are
compatible.

MR, SMITH: It would seem to me that if tha Federal
Trade Commission, the Department of Justiée, are all
perfectly performing their responsibilities, there would
ke little need for Section 105.

And in the very testimony that we are cconsidering
right now, Dr. Wein quotes frcm the Federal Power Ccrmission
itself, observing the fact that it has been a pericd of
inadequacy, or there has been an abseace cf consistently
effective requlatory surveillance of wholasale power
contracts.

o

Now, should we ignore that? Shstulé ve ignore

a defect in enforcement of another ragulztory agency il i%

exists, if it produces results which are within cur

U —

.
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what wa are focusing on.
sl | If the rasults are withlo this Comlasioa’s Jorise
5 diecticn, it certainly szhould consilder 4tha wasuliz. In other

6 !| words, if the results are 2ifeotiva undsr straissd ;

b 1 4 3 P | S wem 2 Yaws o On
/ monopoly powas, than it shoulé be eznsidered Ly chis
i
o s
S} Comnission. z
i |
' " i~
2 ﬁ CHAIRMAN RIGLER: We interruptsd you. DL2 yoeun have |
131 :
" i
§ ) :
10 i a continuation cf veour raspsaza? :
! |
1 B MR. MELVIN 332RGIR: I baliave Lhas i: alli. ;’
H
I ;
12 I CHATRMAN RIGLER: ALl righc. i
! '
13 b MR. REYNOLDS: 1 would lilke to maka cae or tus poinsk,
{ i i
4 ! 4if I could. :
it i
il :
0 : CHAIZMAN RIGLER: CKkar,
#
o
. » ] - .~ r3i o d e -
3 j’ MR. REZNOLDS: The f£irst cne iz thae hs Mag
i
i :
s . - - . o » 1
17 1§ sharacterizad che Applicants' stipulavien in this procecdine asi
i !
3 . - - » - '
18 4 stipunlation az o derinanco of marise yows? witiea 7 taink
it ;
1, » H
is inaccurate. !
H

vy The <nly stipulation that has hzer ontowed into is

cne that goas to dominaance in ceneiazicn and tragzilosica.

I think that the real guuaaticy that us ars callking

e e e A e, Al W

0

W 25 |i asont hars gees to the cistinctios hewmwaon wiesliny roTuland

¥

i
24 || 43 alffsctive vorsus whether e enilsreenaat of zhar rFooaliaticn i

efZectiva.
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And our:- sosition ig that the extant cto which

the Commission charced with the responsibility of enforzing

that regulation has or has not acted effestively iz not a matts

which is within the scope of this Board's ccmpetenss for
purposes of determining tha question that he has raised under
Section 105(c).

I think that Section 105({c) has as i%ts purposz and
intent to reach those areas which are not reached under the
jurisdiction of the other agencies, and there is in that
context the gquastion of whether the activities undar the
nuclear license would create or maintain a aizuation incon-
sistent with the antitrust laws.

I don't think that Congrezs contemplazted, or the
language of 105(c) permits this agency to regard that issue
as a license to engage in a policing function on ths
enforcement responsibilities ¢f all the other agencies that may
he~e :lsm.r own reqgulatory or legislative nandates for
different aspects of the elsctrie utility industrv.

I think that if you hawa mattar that is within the
jurisdicticn of other zgencies, that is primarily within that
acency's jurisdiction to dezal with it anéd whetisr or not that
i8 being Jdealt with effectively is not one of the subjects that
this Commission is charged to lecok intc under 1035(cj.

Whether the requlaticn itself exisis, and

what the nature of it is and the extent of 1% is, I think

i
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cartainly is an important factor for this Board 2o considar.

But how it is being enforced by the particular agercy, vhather
we are talking about the FPC or a state ag2ney, is not a matte;,
it seens %o me, that is rzlevant to the detarminziion that

iz to be made under 105(c).
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MR, SMITH: What would be == would you argue
that because the Departmant of Justice and the [edaral
Trade Comrission,naving inciddently carallel jurisdicticn
under Sectien 7 of the Clayton act,failed to exaxcise
it, that we do not acw nave the jurisdicticn to consider
the results of that fallurs? I am £alking ebout the
merger statute.

CHAIRMAN RIGLER: Assuming there had t=2en
failure,

MR. SHITH: Assuming that the mariket structure
in the market now understudy is a ragult,or would not have
happened had there been an enforcemant of , by theso tvo
agences of Sectiocn 7 of the Clayton Act, is that a fcrm of
collateral escopr&l or ==

it MR, REYNOLDS: Well, I think that, I thiak you
have posed a different guestion. But let me tIy T respond
to it.

1f we had a situaticn in thir case whage it was
alleged that a mergsr, a particular merger, was inconsistent
with Clayton Section 7 and, if heratofora nobeuy had looked
at that merger to ascertain whether that merger was
inconsistent with Clayton 7, I would not zwrgue that this
Board could not look at the undarlying fzcets and
circumstances of that merger to rake 2 determination as te

whether thzt merger was incomsisztant with Clayten 7.

e . — s 15— — ——— T —
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CHAIRMAMN RIGLER: Would it turn on whether
scmeone had looked at jt? TFor example, I den't know the
terms of the CID, but we are all aware through the
discovery proceedings that the Departmant of Justice f£iled
a civil investigative demand addregsad to some of the
Applicants herein.

Presumably, thatmeans that the Justic2 had
some basis for balieving that a civil snit might Lo f£filed
attacking anticompatitive peraticns by scnz of the
CAPCO companies.

Would you argus that because of the po3sibiiity
that another federa) agency, the Department of Justice,
could brinc an antitrust suit addresssd Lo these sarn=
practices that ve are precluded in awarding,or rastricting
tha award of a license,from considaring the anticompetitive
situation?

MR. REYNOLDS: Can ycu repeat the last part
of that, because I was with you up until -- if you aava
the CID., Are you asking whether I would comsider that
to bar looking into any matters that this Board, locking
into matters that the Departwent had looked into in
cennection with the CID investigaticn?

CRAIRMAN RIGLER: No.

I am asking if we ars precludz:d Ifxom examining

L

the existence of a situation inconsistent with £he antitrust
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-

laws, because Justice has opencd an investigaticn and

may bring a separate civil acticn attacking those ver

same précticei.
MR. REYNCLDS: I domn't think that == again, I think
that wa are missing the goiat,
If you are saying to me Justice has starsed
an investigation -~ to ascertain whether thos. nuclears
facilities would creat or meaintain a situvation inconsistent
with the antitrust laws under CID investigation and whether
that circumstance would, in my view, preclude chis Boars
from locking into that question, my answer would be no,
But I don't think that is the same thing 23
this Beoard looking intc whether or not a reaqulatory schems
under the state regulationor federal regulaticn has
or has not bean effectively enforced over a pariod »f time.
It seems to ma they are two diifferant
questions. I think that one of the problamsz I am having
with your CID example is that that kind of investigaticn
can lead nowhere or anywhere or == I mean by the vary terms
of the statute itself, it is an intermal investigation,
which may, for any number of rezsong, the Depariment of
Justice acting within the scope of their statutory mandate,
net lead to any kind of prosecuticn.
CHAIRMAN RIGLZER: Doesa't the I'PC have broad

investigatory powers? Can't it initiate investigation?
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MR. REYNOLDS: Y2s. You mean on natiers within
its jurisdiction, sure,

But I think we arz talking about a situaticn
of the =ffactiveness of a regulatory agency wiilch has cageing
supervisica of its regulatory schene.

The Department of Justica2 is nct a regulaery
agency. It is an enforcement agancy,which I think puts
it in a different category altogetiier. 2nd I chink the
CID example is quite remcved from the type of thing we are
talking about now, which is whether the regulatory scieme,
as the legislature has Jdevisad it, is, or is not besing
efficiently enforced.

And I don't believe thét 105{(c) centenmplates
that this Board is coing to act as a policing am of all
the agencies, federal and state, in the country to datexrmine
on its own whether those agencies are acting efiliciently
or inefficiently.

I think that it is certainly contenplated that
it could look to determine the degree and =xtant of
regulation that exists in the industry and asces anc
evaluate the impact of that regulation on ccupetition or
on the competitive market structure.

But to go further and to start malking

determinztions on the basis of how efficient or inafficient

1Y

the enforcement of those regulatory schewnes ar2, is

owathing,

U S —

—— ——
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I think, that is beyond the scoce.

MR, SMITH: Isn’t that thought somewsht
different than == there is anothar versicn of that thought.

Perhaps we don't even have to concaorn curselves
with tha existence of the cther agesncy.

All we have to do is lock at the picture, as
it exists, as we find it.

And if it meets cur criterion and our jurisdiction,
so be it,

But you are saying that w2 may not 4o that,
because you ara the one who advances a position that someone
else has accomplished what we are chaxged by law tih
accomplishing.

Why do we have to worry about ==

MR, REYNOLDS: I doa't have any problewm with
tis Board taking the situvation, as it exists. Bat 17 it
does that, it does that, it has to take thae wheole situation,
as it exists. And lat situaticen, as it exists, includss
the regulatory scheme that the industry is operating
within, both state and federal, and what effcct that
regulatorvy scheme has on competition or on the situation,
as it exists,

MR, SHITH: Thera you go, right there.

MR. REYNOLDS: What effecct the ragulatory

schema has.

s . - — - A i ————
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And I agrze that this boazrd should logk

factors,wiich are a3 real in terms of trving Lo azzas

-
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at any of the other factual matters that the sthex

feels appreorriate to prazent to this

raa

~ Dy
podits SXT &

o -
siguatisag,

elelCric

Y5 4 e =
-y - . e

»

“d
LAY
W
s

1 S AP A sy
1AB L 25HD

-
S

-
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has operated efficiantly or incfficicatly, with =z

cartain rate matters or the FPC hos den2 that,

leck to the gquestion of whether the PUCO, for axamnl

I think it is epprepriate to lcck to tho

existing regulatory scheire and to scs wh

that has cn tha competitive situztion.
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CHAIRMAN RICLER: I think we are ready to
rule.

MR. LESSY: I weould lika to make 2 statzurzat
before the Beoard rules, in the contenc of Staff
understanding the jurisdictional questions baforz ithe
Board rules at any time.

I would like to state the Scfi's socitica.

CHAIRMAN RIGLER: Well, the motion to strika
goest to testimony which is nét being vffered by the
Agency.

So, in a sensa, you have n¢ standing to addrass
the moticn itsgelf,

However, if you wish to address the separate
quastion that has been raiged during the course of argunant,
we would hear a brief comment oo that.

But we ars ready tc rule,

MR, REYNOLDS: Mr. Chairman, I had not aquitis
finished,

CHAIRMAN RIGLER: Well, it was gettino a listls
reptitious.

MR. RBQQOLDS: The peint that I want to make, which
1 ﬁad not addrecsed, is %lat we had ' on additicnal raasen
for moving to strike.

And that is that =

CHAIRMAN RICGLER: I am aware of that., You

o

——— e O —— i Sl . S

|
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argued that yesterday. That was the lack of axparticze.

MR. REYNOLDE: That iz corrsct

MR, MELVIN BERGER: I would like ©o w&lie a
brief coment, if I may.

Really, we are talkiag about two guastions.

Cae is whather or not th2 regulatory agencies arc Zvllilling
their statutory cduties, and we are nct asiing tha
Commission tc determine that,

The other guestion is whether or not regulaticn,
as practiced as & whole, doces cr dcas not eflceciivaly
restrain the . exexcise of moncpoly power, and it is
that, that: we'believe the Comnission has the duty Lo
look into.

And we would point cut that Sectica 105{c)
wodld probably be a nullity, if regulation eiffactivaely
took care cf all the exe-cizing of monopoly power in the
elactric utility industry. If it did that, then ther2
wouldn’t ba an act inconsistent with the aaldtrust lavs.

MR, LESSY: I am going to hold oy comments, It
is already 5 after 10:00, and the Board is weady to rmla,

CHAIRMAN RIGLER: All right.

The Board agrees with th2 basic principle chat ic
is not an NRC responsibility to oversee state or federal
regulatory agancy enforcerment. Hovever, the guestion baing

addresgses is the ° inherent limits of ragulation to prevant
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ir ._OII.-L.. wli o

the creaticn or nmaintenance of a situation

we ncte that the Applicants have zxgued Guring
the course of thesz preceedings that the sptions that they
cffered to otner systems in the arca, ccupled with

effective regulation, prevent the axistenca of a istuation

inconsistent.

Ané I believe that the answers on pacgas 165
through 172 do addrads thoce quastions.

The Witness i3 a former chief eccacmict of the

Pederal “ower Comniszion. He has extensive auparliease

in regulatory supervision, end I disagree with the point

about his expertise.

To comment on that and, subject o those paramet=ars,

having given you an ingication of how and why and for what

purpose we accept the testimony, the motion is deniesd.
“whereupon,
DR. BAROLD WEIN
resumed the stand, and, having been Dpreviously duly
swota was examined and tescifiad further as follows:

CROSS-EXAMINATION {(Cent'd.)
BY MR, REYNOLDS:
Q Dr. Wein, even though TwWo utilicies might ba Iin
competition with one another in certain markels or areas,
would you see the compstitive impiications of ownershin

or unit powely access as being identical? Would you 3ae
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the competitive implicetions of eithex direc: : cvnarsaip
or unit pcwer acc2ss as being identical?

IR Could you repsat the2 guestion again?

n I asked whether, evan thouch two utilitice:
might be in competiticn with ona'cncther in certain areas,
would you sae thae competitive implicaticns of elzther
director cwnarship or unit power sccess as being ideatical?

MR. MELVIN DERGER: I will object tc that,

I think that area was coversd yastaorday.

I think this question was essentially azked and
answered.

MR. REYNCLDS: Mr, Chairman, I am txyving to go
threugh «e fast as I can.

We stopped yeosterday on this cubjact. I saia

“

I had some other questions. What I am txying o do i
pick up where we left off yesterday, and than ceatinuz
throuch as quickly as I can,

CHAIRMAN RIGLER: All right. ¥e will pommit
it cn that basis, I think that particular guesiion was
asked and answered.

But,as the  background for the following
questicns, I will permit it,

THE WITNESS: Well, if ona2 of the utilities
happened to be a municipal == I hava already indicatad the

kind of advantages it would get from buying an cwnership
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interest, ne -against obtaining a unit power conitract,
if thay vere two independantly-cwned utilities,

It would depend, I guess, on the tarns and
conditicns relating ¢o the purchase of an ownzrshin intarest,
as against a unit power coutract.

That would depand. Cne utility might Zind it
at the time this option bscame available that for it o
go to the capital mazkets at that particular time night
be vervy expensive and, therefore, it might cpt for a wnit
power arrangemen:, o7 it michtfind that the selling utility,
bacause the market .appraises it as having lesc risk aad
being safer and et cetera, et cetara, would give it zn iaterest
rate of eight percant, wharcas if it want to buy z pisce of it,
it would have to take ten,

CHAIRMAN RICLER: There ig no n2=2d to go back to the
example you gave yesterday.

THE WITNESS: It would depend on the terms and
conditions affacting each of the investor-owned utiliries
at the time.

BY MR, REYNOLLS:

Q All right,

Is it not true that if cmall systams were TO
obtain direct access to ruclear units by way of unit powar
purchases, they would,. by definition, obtain pcwer frenm

the nuclear uvnits a2t a cost idantical to that avallable




|

bwd 1 to the larger systems?
2 MR. MELVIN BEZRGER: By %the tzrm defiailtion, aras
3 vou saying that that is vhat a unit power purchase is?
a MR. REYNOLDS: That is right.
5 THE WITiiBES: If by defiuition, thev get it
6 at the same cost, I must agree,
5 CHAIRMAN RIGLER: But that cost might vary, if
s they had cwnership of their ocwn?
0 THE WITNBSS: Yes. It night.
10 BY MR. MEYNOLDS:
1 Qe But by way cf unit purchace, it would be the
12 same cost?
13 | PX Prom that particular unit,
14 CHAIRMAN RIGLER: It would bs che sams cost
- as the Applicants are getting?
- THE WITNESS: Yes, at the Applicanits’® cost.
. BY MR, REYROLDS:
7
o ) In your viaw, as an antitrust ecoucnmist, if access
- is provided to small systems an terms which make aveilabls
. to such systems, costs iceantical to those cbhbtainzd by the
52 large systems, is there any sense in which the =small systen
22 can ke said to be ccmpetitively disadvantage ther=by?
28 A Yes. It could get botter terms.,
a Q Bettar temme than ~=
- A Undar a difforent option. The cimership
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cwnership cption would give them better terms, if
competitively disadvantaged.

CHAIRMAN RIGLER: You sald "would giva then,”
Did «you nean "could give than®?

THE WITRESS: Could give them.

BY MR, REYNOLDS:

1] What is the compastitive disadvantagzs that tha
small system, that cccura to the small system, if you
give them the unit pcwer purchase as a means 6 access,
rather than joint owuershin?

A If joint ownership is cheaper, as it could be,
then, if you are in the position to dictaze those choices,
and you and I are in canpetiticn, and I say: °®uWall,

I will give you a choice where your Llnputcosts are

$10, but I will exclude the choice where your input would
cost you $8, because 310 is what I pay," that seems ¢o

me to be a coampetitive disadvantagz of $2. |

CHAIRMAN RIGLER: Did you also indicate

yesterday that as an cwner, one micht have rights

to participate in management decisions vhich would affect

the overall cost of the plant?

THE WITNESS: Yes. Indesd I did indicate that,

as well, )
BY MR, REYNOLDS:
Q wWhat is the compstitive zdvantag2a to tha

investox
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investor-ownzd utility, if it supplies ite access anly on

the dasis of unit power Hurchaze?

A What is the competitive advantaza?
Q Right.
A The compatitive advantage i3 a3 comparod &0

n

the other alternative in which you have given, sav, sourthing

L

at $3, at 310, wharcas ==

CEAIRMAN RIGLIR: 7You asked about an IGU
buying, rather than a municipality?

BY MR, REYNOLDS:

h) No. - As we hava gcone through it

so far, if the municipality buys 2 unit'power. participates
in a nuclear plant on the basis of a uait peover wurchase
at identical cost as the inveator-cwned utiliiy imdicatad
chat the munciipality would ba competitively disadventaged,
becuase it could get a bettar alternativa,in your view,
by joint cwnership.

And I an asking you: what ig the ecompetitive

N X situation whare it

b

advantag2 to the private ianvestor
will make available <o the 3a1all muncipal, ‘
participation oaly on a unit power purchasae baciuo?
h That i3 just lcchking at the othaer sida of it.
It is chvicus that the competicive advaatane
of the big fimm is that th2 sm2ll firm having an option
to get it at $6, dozea’t c=t it.

If he got it at $8, plug ths other thincsz, he

. -
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would be a mecre 2ffective competitor,

If he gets it a2t $10, ha isn’t,

So the advantage to the investor-owned
utility is preventing somzcne else Zrom getting an advantage
over hin.

Competititicn is always composed of lots of
advantages and disadvantaces which the entities in
that competitive arena have.

And if ay potentizl competitor could have gotten
the price of $8 and I forastall him and say it is
only $10, that means he is getting it the zame as I dc.

I have taken away a compecitive advantage fronm him,
and taken away a + competitive disadvantage to myself, not
competitive disadvantage, it is the differcace baotween
minus and plus and goes, cbviouszly over to tnes cther side.

Qe Is it your viszw, Dr. Wein, that the si2all
systel is antitlad “a rermas o €12 nucloar plants at
a cosi less than he coet to the private investor-cwned
utility?

A It is ny view that a municipality ender
Section 105(c) and the contantion of this case, is
entitlad to accass to a nuclear plant and wonld pay its
costs for that particular plant,

Its costs. If it cost $1 billian ¢o build

a nuclear plant and the municlipality wanted C3n percsnt
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of it, it would pay $iC0 million.

That is the cost, If it costs 351 billica
they pay $iCC milliocn.

If they get their $100 million at six percant,
that is their. gocd luck.

If you go to zhe capital markets and get it
at 8 1/2 percent, that is what ycur cost is,

CHAIRMAN RIGLER: Does that conciuda the croas-
examination.

MR, REYVIOLDS: INo,.it does not,

CAAIRMAN RIGLER: I am going tc make a finding
on the record now, becamse the transcript would neot reflect
the inordinately long pauses butween the guastions and
I am going to control these proceedings o put a tiza limit
on the cross-examination, tha® you canno®t cenifer with
each and ever counszel for a prolonged pericd of time beltvween
each and every question,

We are in an area, I might add, whare you are
talking about : issues common to all the CAPCO companies
and which was an iszue from the vary beginning cf the
proceedings, so that even having one ccunsel do the croas=
examinatiocn for all five. thisg is cross-e:iaminatica waich
should have been tiiought out meonths in advanca,

And we have been hera five days ncw, And it is

time to move the procaedings along.




bwl0

10

1

12

13

14

15

16

17

18

N

a B B

7235

MR, REYNOLDS: Well, I willi just take excenticn
to the Chairman's remarks without arguing thom,

3Y MR, ESYNOLDS:

e If the municipal 212ctriec ligat piant coulé chtain
access to CEI's cld coal-firedunits at book coet, would
not the cost of such power be belcow the cost of power
flowing from ownership entitlement in‘the nuclear units?

MR, MELVIN BERGER: What do ycu mean by
old coal~fired unita?

MR, REYNOLDS: Those units in existence
five years or more,

THE WITMSS3: No, the guestion?

MR. RBYNOLDS: In an effort to ccntince to move
this proceading alcng as rapidiy as we can, I will raxead
the guestion,

BY MR, REYNCLDS:

) If the municipal electric light plant conuld
obtain access to CEI's old coal-fired units a:t bock cost
would not the cost of such power ba considerably below the
cost of powar flowing from ownership entitlement in the
nuclear units?

A I am not sure of that. I assume you mas
by bock cost dapreciated as of today, numbar cne.

Q Right,

4
.

A ‘I assume that is the questicn.
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Q That is rigat.

A And I assume vou are talliiang about the total
cost cver a period of 30 years or whatever the life of the
rlant is, at its.presently discounted awcunt,

And, three, I assume yos 2r2 not really just
talking abouz the capital costs, but ultimately per
unit of pcwer?

Q Corract.

A You ars talking ultimately zboue tha cost

i
i

|

per Xyh:; And under all those assumptiond L doi C Eoow whe:the:i

it would be cheaper or act, because i€ it were, if

that were tha cas2, if that wera ths case, thea lc

doesn’'t make any sense a: all fcor the utilities wo ke
putting in anuclear plants, tcceuse over the life of the
coal=-fire plant, if it were, for examg;e, ;n the last five
years, 800 megawatts or scmething of t;::—aatu:a, and if
its coal costs are lcwer, tham you cught aot to go into
nuclear ovar ths CZo-ysar pericd,

You ought tec stick with ccal. But you ars all
going into nuclear, so I suppose the company has mada
the calculation that nuclear is mcora edvantageous.

Q Ookay. Assumne zhe answer were yes, Dr. ieia,
would that make the CBI's old ccal-fired univs an
unique resourca.

A 1f you maan by that, would it make it the lowest

)

- . e~ e S S o . P S I PO A—, 5
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Q As an antitrust economist, what do you mean by
a "unique resourcer”

MR. MELVIN BERGER: OQbjectzion.

Asked and answersd. I kelieve Dr. Wein just
axplained that.

CHAIRMAN RIGLER: Refresh my recollecticon as
to when?

MR. MELVIN BERCER: And I believe ho just explained
what a unique rescurce was this norming, and I am informed
that he also explainad what a uniqus resource was, zcomctime
yesterday.

CHAIRMAMN RIGLER: Bxcept I thought he just said that
he did not coin the term or use the term.

THE WITNESS: Yes, I did. But thers is a mezaning
which you can give to it if you want to. I mean, it is not a
term of the art, but you can say in a =-- as an antitrust
economist, that was the preface of the questicn ~- if we have
a set of end products, let's gay we hava an end product, and
we havea set of inputs, ¥-1,2,3,4 and so on. Ané we ccnpara
each of these Y inputs to make the product X.

And wa can take a particular ons oZ them, let's
say Y-3,and if the substitutes for Y-3, let's say 2-3 and
A-3 and B-~3 were priced at suvcihh a way that £o obtzain thenm
rather than Y-3 plus all the othar inputs two cewpanizs, cne

would be competitively disadvantaged, grcatly disadvantaged if
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would it make it under my assumptiocnz, the lcowest cout
unit you could get and, if the differenoce batwean that and,
s2y, nuclear would render anybedy in a2 nueclear oxr any

other fcrm of generation noncempatitive,; comparzed to scome=

body who had this hypothatically Iowest clost plant, if you medgn

by unique resource, the answer is ysas. That is the
definition of a unigue resocurca,
As far as generatiorn iz concerned.
2 Ckay. In your view, are all of the
CEI's facilities unique, bacausz the municipal ele}tric light
plant could gain an advantage, if it were allowed Lo buy
into the ownership of such facilitias at Lock casté
A No. It is not my viaw that they are wuigue,
I never used that term,
But there i< nothing uniqta about it,
If municipal utility has ite o# distribution sysiem, it
doesn’t neced to buy into CEZI's distributiocn systen.

3

!
i
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instead of gettiang ¥~3 it had to gubstizute Z-3, A-2 and so on

because their costs are tco high. Or, inlerently, givea the

S —

neture of these inputs, they would raopder ome fiva with

a very much higher cost than the other.

—— ————n -

Ané in that sense you can say ¥Y-3 iz unique in that
particuler situatioa.
BY MR. REYNOLDE:

Q How much of a competitive disadvantage would

be necessary in ordar to make it 2 uniqus ra2sourcs?
A That depends uvpon th2 market.
In scme cases --

Q Let's take thas CA2CO nariket.

1

A It depends upor ncw the CAPCO companice

how the commerce and how the municipals and everytiing 2lise
A

are involwved.

I can't give you a particular nunber. i

Q dave you made any analysis of the CRPCO gituation tof
deternmine the extent of the competitive disaanntage what :
world . be neceszary in order to determine the extent of =he
competitive disadvantage that would be necessary in oxder to

determine that the nuclesar access was a unique resource,

for example?
A Well, it seams to me that the generzl --
Q I think that can b2 anzwared ves or no, Dr. Vain.
A It depands on what you mean by a gtudy. You axve

- om————
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one set of studies, and I have ancther thing.
™he thing that distinguishes an exper: Ifiom an
amateur is that on gome questions vou don't have to have

studiea. You can deducs it from cextain other thincu., And

in that natura, sure, I have considerad it.

Q Ycu have considerad it and deduced chat auclear
was a unigque ressource from cercain othar tiings?

A Yes.

It is my view that if tho Applicanis Co act g=t
access --
CHAIRMAN RIGLER: The Applicante?

. THE WITNESS: No%t tha Applicanis, the municipals
and otlers, do not get access under the ccnditionz of the
CAPCO market to nuclear generation they would be zcmpstiiively
disadvantaged sc that 2s celf generating entities they could
not compete for markds and ultimately they may c¢c out of tre
business of ganeration cocmplataly.

BY MR. REYNOLDS:

Q On page 155, lize 23, you refer to the zrojecied
rapid increase in coal prices in the nout decade ac detrimen=-
tal to thoce small genarating public systems who are unable
te gain ownership in%o ruclear units.

A Given tha rapid increise cf coal prices --

Q Right.

Now, what studies have vou conductcd that provids yell

- =~ AP S <O
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with a bzsis for projecting coal versus nuslear Iual prices?

A I haven't proizcted coal versus nuclear pricas over
the next thirty years, cr the next ten veaws,

Q Have you studied fuel prices in tha STate of Chio?i

A I have looked at the prices that the Pl reports,
where they do give vou prices for differcnz utilitlas.

Q For the State of Ohio?

A They give them to you by systems and there are
companies in the State of Caloc.

Q Do you xnow how much nuclsar fuzl prices have changed

in the last two years as compared to fossil fu=l?

A Do you mean coal cr fuel oil or cas?
Q Coal. MNuclear fual as comparzsd to coal.
A D¢ you mean ~- well, theay have gone up.

I am not sure, I will have to =-- I don't want to
rely on my memory.

I don't know.

Q I see.

What -- have you made, have you dong 2ny analysis
to detarmine what effect recaent uncertaintiaz over nuclear
fuel's availability might have on ccal versus nuciaar cI3T
comparisons?

A Well, the uncertainty of nuclear fuel Iis obvicusly &
factor to take into account.

-

But there is also a graat deal of uncertainty about
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whether coal can be used a2nd whether coal will o2 used
unless ycu put antipollution devigces in and thew2 arxe aany
gtates which ara moving toward +he direction of astizollution |

davices, and the Environmsntal Protecclion AGencey is moving

towards antipollution devices.

And given thoss it is not at all clear that the
capital costs of coal plancs will mot equal th;:_of ruslear
plants. So thera ara uncartainties in the eatire picturs.

CHAIRMAN RIGLER: Excuse me, I am sorry tc ilater-
rupt. Can we take notice of the position Applicancs took
in the Safety and Bavironumental Licensing Prosesdings with
respect to any cost-benafit rations they would achiave Dy
going to nuclear versus cther forms of geaeratisa?

MR, REZNIOLDCS: Sure. Absclutely.

In fact, we may be roferring to scme of that
information in our aifirmative cacte.

CEAIRMAN RIGLER: I am sorry to interrupt.

BY 1R, REYXOLDS:

Q I had asked you not whether there werz unceriainaties,
but whether you took thoss uncertainties intc aczount.
A I did.

The way you take uncertainties into account is
considering the pos;ibilitiac on both sides. And siuce DY
definition thsy are uncertainties, nobody can make 2 praciss

calculation, so peopie use their judgment. And the judgment
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I made would be as Zollows:

If the CAPCO companies are setting on nuclear i

pover, what should T doc? 3Should I ¢go against that bei, or
should I go with that bet?

And if ycu are smart, the way you would figure
it out is as follows:

If they are wrong and I went with them oz nucleaxr
power, I would not be disadvantaged. I they are right and I
want againat them on coal power, I wculd be tarrikbly disad-

vantaged.

Since I am a small company I therefore cannot take th

possibility of going tha nuclear woute, I mean the zoal routs,

even if I thought it were cheaper, when they are going the ctha

route, because if I am wrong I am out of businesa.

But if I go tiie same routa thay go, I am nec werae

off.
Q But what {if they are wrong and you G2 tha coal
route?
A You just didn't liston to me.
CHAIRMAN RICLER: FHe answerad that just aow.
BY MR. REYNOLDS:
Q with regard to the Euture of self senerating

municipalities in tha State of Ohio, you state on pages 135,
lines 19 to 20, that iZ public systems could nct

gain owmership access to nuclear units, thay wouvlid ke

i
i
|
!
|
!

|
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rastricted to coal firad unite cf much sxzller size.

Dc small coal -fired units reprasent ths only
altarnacive to cwnerchipz in nuclear units that the
piblic systems have?

A Thay could get fuel oil firzed units eor natural
gas fired units and I don't know wnat else thar cvould gat
o~her than that. They might burn cornstalls, of which
there are a lot in the State of Olio.

In some municipalitice in the State of
Indiana, theay are tryving to gencrate powsr by buraing
gurbage. All this iz possidle.

Q Would net unit power zccese to nuclzar capazity
bu an altermative, a viable altarnative?

A To what?

Q To ownarship acceas.

A I have answered that three timce,

MR, MELVIY BERGSR: I object *o trat,

CEATRMAN RIGLER: Ho i3 asking in this care if
unit powver yuldn't ba an altarnéiiva to coal?

THE WITNESS: 7Tes, it would ka an alsemativa to
ccal or other fossil fuals.

BY MR. REYNOLDS:

Q CN page 20, linea 1 to 3 of your direct tesctimony,

ycu state that competition whare economically possibla, will

be of great value in achioving the goals for  wiich
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regulatorv agencies wera astablishced by Ceongrazs.
Pirst, could you t2ll =3 =~

I am trying to got thera.
Lines 1 to 3 on page 20. Do you sea thak?

Yas.

o » 0O W

Now, first could you tz2ll me in what situations
might competition not be economically possilble?

A Well, I can think of a situation wlhere a snall
nunicipality which is suppliad by a privatas fizmm tc obtain
water which this privats Zirm owns nearby, and there iz no
otherwater which can be cobtained unlesgs you ¢c 100 miles
away, which would make the cost of getting it prohibitive.
And this private firm, having this water supply and 2lirsady
having put in all the water mains and hogkad up the ity ¢
the water, anothar company comes in; the city gives it a
franchise to get water.

Well -- and to hook up customers “hrouch itsc owm
connections.
This other company, that would »e competition, but
it wouldn't be very useful.
That is one situation.
Q That is an exaaple you just gave me whers coupeti-

tion would not ba economically poasible.

A It wouldn't e economically desirabla.
Q Iz thero a differance in your view batireen
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economically rpessible and econcmicolly desicahlar
A Sure.

T mean the sscond company mighit ks Tun by a nuc

who has a great deal of meney, and it wonld b2 wasced.
Q Is that what you had irp mind whsa yvou were writing
ths testimony at page 20, liinzs 1 to 3, and you statad that
competition where economically posscibla, will be oI great
valua?

Did you have the kind of example you wa.e giving

me as one ~-
A That i3 one zin€d of example.

When I wrote that line I dida't wizh ©o address
the question in detail as to vwhers ia the United States o
in the regulatory industry, is compatiticn aconcumicully
possible, or iz it not?

I can give you another situatcion, for emauple,
if it i3 not posaible, it is obviously not deasiranle; bus
whare it is possible it gtill may not be dagirable., This
is essentlally the distinction I have in mind,

Thare is an airline which rzuns durxing ha

W

wintertime batween Lansing and the upper northartn part of &h
Lower Paninsula and to the Uppar Peninsula in tha State
of Michigan.

Now, it is ecoacmically possible to hava thiae

airlines run and not restricted to a right of way. BEu:,

P ——.

- — s
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ona airline can scarcaly aver nmake i:t.

it i3 possiblz, but no: dezsirable ¢o have nany;
if one could make it tc have many in there, bacause then they
would all fail.

This hzppened actually once or twics while I have
Lean thera in the past 16 years.

S, it is possible, but not dezirable. Anay
nuabar - of things.

In general, it is what the utility economists
used to call local monopolies,

Q Is there anyplace wheres compatition i3 not%
economically possible in the electric uvtility industrsy?

A I think for certain municipalitlizs, givan sizes,
it is probably not possible or desirable.

Q I asked you possible.

A I'm scrry.

Well, anything as I underctand iz possible if
somebody is willing to lose money at trying to prove ghat it
is possible, and finds out that it is impossible,

Q What about  doesirable?

A I think for the most part, probably with the
dietribution aystems in thae various municipalities, it i3 not
desirable to have two.

But again I say that as a general proposition, and

I wouldn't necessarily say it for every articular municipality

!
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in the Stateaf Ohic, or city or town.
roore §#5

Q Now, will yor clease advize me as te what gcals
you had in mind for which raculatory agenciaess were estadiished
by Congrees in that same zentence?

A Generally, the gecals of the regulatory agsncles,
as I understand them, are to protact the interoste of
consumers consistent with giving fair prcfits as defined by
the various regulatorsy agencies to thogs entities in the
regulated industry that axists.

These are escentially the goals of the Congress
in each of the ones I amn aware of. To protect the public
" interest.

Q Did you havein mind in writing tlils asnteace,
goals that would be generally eprlicable to all regulacorv
agencies?

Is that what you are saying?

A The protectica of the pu"lic irnterest, I
believe, is generally applicable to all regulatory ag=encies.

Q That is what you had in mind?

A That is what I had in mind,

Q At page 44, lines 17 to 20 ==

A By requlatory agencies, I mean to exciuda the
Antitruet Division and the PTC.

Q You state there is 2 growing body ¢Z opirnion

among economists that regulation cannot acccmplish what it
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is intended to accomplish,.
I3 thare a concrary body of opinion ameny
acononists?

RN Yes.

There is a contrary bedy of opiriecn, out it is
cartainly not growing. It is diminishing.

Q Now, at pages 165 to 172, you zet foxth an
extended discussion of the effoctiveness of ragulatory
commissions as a subctitute for compaiition.

would I be correct in concluding that that entera
discussion sets forth general obsarvations on yowr part which
in nc wey reflect an assessment by you of the eifectiveness
of the regulaticans in Ohio or Pacderal Pourar Commi.oion
regulations as applisd to CAPCO members or the effactivensse
of the Pennsylvania Public Utility Comnmiscion?

MR. MELVIN EERGER: Could I have that question
read back?

{(Wwheraeupon, th2 reporter read the racord as
requested.)

THE WITNESS: Well, as I rersad this socticn, if
T assume that by effective regulatica, which you have not
defined for me, but I will use ny definitlon of it -~

MR. REYNOLDS: I can't hear you.

THE WITNESS: I will us2 ny definitieca of

effective regqulations subject, of course %o whaether you agree
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mi2 ! || or disagree.
2 l But effaective regulaticne, as far zs T xoed i,
2 || means intarpreting the statutes and thz lecal desizions

4 ﬁ which so interprot tham and eaforeing them according o

5| the statutes and the legal decisions which have interpretcd
6 | them.

7 And that raises several gquestions.

8 CEAIRMAN RIGLER: His cuestion is, "Iz wour

9 j| discussion general or iz it spacific to the regulatory

10 || agency in the states?”

1i TEZ WITNESS: I am coming to that. I an ccming
12 | to that, And I am making, I am saving ausume thay did the

13 best they could. Agzume they ¢i1d the besgt thay counld
14 in all states and at tha federal level.
15 Even if they did the best thaey could, they couled

16 not provide the kinds of benefits which you c3t Iro

0
1

17 competition.

18 Then alternatively, many states and certainly

19 | ths Federal Fower Conmizsion has nct dona the best it could,
20 |{and many states have peculiar rsgulatorzy schemas which co

1 countar, and in fact linmit, deprive the beneflts of ragulation.

~

They, in fact, eliminaze regulatien.

&

Mow, evary ragulatory agency, ©¢o ny kacwledgs =-

and that includes Chio -~ accerts dJiseriminatory rates,

& B B

discriminatory in the sense in whish an secnomist will uce it

e ———— -~ - e S0 S




7251

———

il i vnder the regime of competition you coculdn't hava discrimina-

2 Il sory rates. But under the regime of regulation, ycu &9,
3 ? The regulatory commissicne that have discussad,
4 this question of requlatory rates, with ths sole excsption cf
5 || the Stag of Chio in the proceedings I Lave been invalvad
8 in, didn’'t even have an economist who undswstood the
7 distincticn.

. 8 Now, in the last twec years, the Stace of Ohio has
Q gotten much, much better, wuch better equipped in that

0 respect. But they are limited by their statute as wall.

1 So my answer and my discussion here gozs both

12 to the gen2ral inherent nature cof regulation even if they were

e S . .

$ £

13 to do what they ares supposed to Jdo by statuts, and even I

13 they could have the staffs and so on and so forth o ecufcrce

- — —

5 what they are supposed to do, even if *they could do that they
16 do not provide certain protections involved in as an
v7 { @n anticrust economist would locck at it.

a ‘ And secondly, in fact many of them don't do it

(it
C
ra

19 || for a variety of reasons, both because of incompetence

20 || staff, because of incompetence of commissicners, Decause
21 (- of restrictive state laws, because of lack of mouey and things

of that sort.

22
I say this as an econcmist. I am not one of those
24 ||Who said: Get rid of the raqulatory agencies in toual.

— ——
e . o s 5 . v

MR, SMITH: Thaak you.

- ——
C———— s




mals

(S

M

L e

.

i3

14

15

21

23

24

|

72

wm
[ 8]

THE WITNESS: I don't aseribe to that.
BY IR, REXYWOLDES:

Q What studies or analyses have you maie, Or. Wein,

| with respect to the effectivensss of the Chic ragulatien?

il

A Effoctive wish respast to what?

will you tell ne what studies or analvses you have made in
Chio %o determine whether or not the Ohio Public Utility
Commigsion cf Ohio is effectively enfercing th:e regulatory
echeme?

A Well, all the electric utilities in Chio have had

and do have automatic rate adjustments depending uzon tha

| increcase in what they pay for tha price of fuel.
2 Thxt has been in there and has becn of rathex
irportant consequence in the last three or four years.
It is only just now that the public utility CommiESiCn. -
and it is far ahead in Ohio compared to other plzacas.
CHAIRMAN RIGLER: iHave I missed com2thing?
Your question was what 8t dies or analyzes he made

*swith raspect to the effectiveness?

MR, REYNOLDS: Right.

i

“

i! how effective they ars and hava teen in the past four years

|

CEAIRMAN RIGLER: That can be answe.ed withiout an
example.

THE WITNESS: I have lcocoked into the gquasticn as to

|
!

Q As vou have just defined effectivencsgz of »egulationi

1
|

——
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in monitoring the actomatic fuel adiustnants.

CHAIRMAN RIGLEL: Eis questica is, wha: 4id yeou
ue?

THE WITNUSS: I discussed == thig i3 what I was

going at. I discussed this question with pecple &t th

i

i}

Public Utility Commissiocn as to what they arc in ¢

of éoing.
BY MR, REYNOLDS:
Q Is that Mr. Berouwghs who you referred ©o
sarlisr?
A Mr, Boroughs and ona r two otherz.
Q Who else?
A I don't remembar his name.
What is the name of the eccnomist down thers,
Msivin?

MR, MELVIN BERGER: I don't know.

TBE WITNESS: Well, I talked totheir chief
economist and I talked o Mr. Borouchs and I must gay tizat
the scheme they ncw have ia mind and which they will get -=-

CHAIRMAMN RIGLER: Wait, vou are nct keing asked to
conmment on the scheme thay now have.

THE WITNESS: He is the only one I can remomier.

BY MR. REYNOLDE:

Q He and one or two othor people ara the scusce of

O
h

vour infoimation as to the ineffoctivanaess

e procass

che Comaission?

-

———
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Q

Thev dida't characterize it as ireffective.

On the Lasis of vour converzaticns with them?
Yes.

-

Wwhza did that conversation cake placa? Or those

conversations?

A

nine hours

Q
A
Q
A

Q

Was it more than one?

I spent cne day, about nina hours ~- w2 spent about
there.

When did that takas place?

I will tell you. Just a2 minute. February 5.

What year?

1974.

That was after you had written and filed your

tagstimony here?

A

Yes.

This doesn't depand on particular studies of the

sort you have in mind. I hav: been involved in these

indsutries

Q

d-om 1951.

nid you have any similar discussions with anyocre

in Penns' Lvania?

A

9

No, I didn't gc to Pennsylvania.
What about the FPC?

Did you have any discussions with anyone at the

PPC r:zaréinc its regulatory enforcement of tha CAPCO members?

~
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A Over how long a time period,cver the CAPCO
mnembe®s?

Q Zes.

A No.

Q What about the SEC?

A I go to the SEC.

Q You state that, at lin=s 175 liines 1 to 25,

as in any other organization, long tenure in the regulat
agency develops --

A Page 175?

Q I'm soxry, page 171, lines 19 o 25,

"As in any other organizaticn, long tenure

)

in a regulatory agenzy dsveloprs habics, practicas,
perspectives, which though cnce operational and
rational bacome obsolete. The very purzosesof tihe
agency becoma2 confused; those whe are to b2
regulated, rather than the public, beccme the
clients; a symbiosis develops batwsen the

. requlator and the regulatee -~ both need cach other
if the system is to exist.”

Do you sez that?
A Yes.
] Can you tell us whether this condition euists
in the Nuclear Rgulatory Commiscion?

A This is a very asw cownisgsion.

—— v —

O
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i Q How new is the Nuclear Regulatory Commission in
2 1 your view?
3 A Inscofar as this particuler aspact 27 it iu the
24 i licensing, it is just several years old; four or fiva.
5 Insofar as the safety gceeg, it may well axist on

6 that, I don't know.

I think what I am saying is right with respect

8 to their promotion of nucl2ar plants. The former Chairman of
9 this Commission is a gveat advrccace of that from the very

i0 beginning.

n I am going to b2 chairing a seminar on en2rgy on

12 May 7 and I am inviting somne speakaers and the guas:icn as to
13 the safety of nuclear plants iz 2 very closed issuz, end 1t

14 has been brought to the pudlic notice recantly by :he

15 resignation of three engineers involvad with the zafscy

16 |, aspects.

17 It seems to me that the lluclear Regulatory Azency
13 H or the Atomic Energy Commission as it was . formerly callad,

190 {{has absorbed some of that prcmotional biae and -- o the groups

20 “ that they were regulating == tﬁoy starced tc ha rigwed

21 || as clients, not necessarily. And this is an almost inevicable
22 N tendency. I am not criticizing them,

23 ” With respect to this part of the ocrganizatiosn

24 || that is -~

25 Q How lcng in your view would you sav %hig rarticular

| .
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BY MR. R2TNCLDS: d

] Dx. Wein, on Morday 0f this wack you tostifizd with

raspect to tha ragioral power excharcas warket and in euplelining

how you arxrived at the gecgraphic arca yvou naode refqoronce o oo
center of gravity in terms of the £lov of nousy Hronsasiicus
ard in that connection indicated Shat thae NAC s£0if bLzd nade
a studv which vou stated slhiowz roughly 65 pogeoac of &ll the

|| kilowatct houre flowin og ancrngst the CAPCO mombers ar: sazitled
to the CAPCO pool power and appromimazsly 35 percaeni arz coniag
I think it's frocm outside, It 3zys “out® Lave, rus I bailave
you meant frcm cutside.

Let me 3how mov whaz has boen wwovidad wo mu By
the dspartment as a copy of that study. Tor identiiicazion
purposes I will mark this zg Rpplicance Ixhidbis liuohar 104,

MR. METYIN¥ BBRCER: Beaforas von gontinug, I Shia
vou may have misspokxen cn pur chazacteriszaticn of

Dr. Wein's testimony, inadvertently.

MR, REINOLDS: Why don'’t you cocrract ma,

i If it was inadvertant, I will ascept your
correction.

THE WITVMESS: I8 thars a question reasd. nz

MR, RETMNOLDS: tic. ‘The depar

® Discussion cff tha resord,)

HE WITNESS: What lines are we =cadlng?

LY

e —————

- ——— —— e ————————
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EY MR, REYNCLDS:

o Dr. Wein, I was starting a2t the bedicn of page 7932
of tha transcript of ionday, Meresa 22, 1978, aand

1

continuine up to tha top of 7033 deown throuch Llaz I cn that
latcer race,

And starting at line 3 it seeasg tha: therss may be
sona clarification as to wilat exactly the statamanz yven
mada thare was. .

Could you tell as what you meant o say La linazg
§ through 3 cn thatpage?

A What that mzant e say was that xoughly €3 parcaat
of all the kwh flowing among the CAFCO menisrs are elther
originated or destinated within the CAPCO 3ystam, and
apprexirately 35 parcent osma from or gc to tha ouisida.

Q All righ:.

A That is essentially what it is supposzd To xsaa.

Q Okay .

po—

- a——
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CHAIRMAN RIGLER: (f£f tha reccrd.
(Discussion off the rozoxd,)
BY MR, REYNOLOS:
o1 Will you icck af: the NRC Staff stndr which hes

been mariad for identificaticn as Z2plicants Lifibic 104
and specifically at the last page, or nage 3, znd ssafiim
far me that that study shcws that ’pelicants

transferred 15,940,780 theousand kilsyzie hoursz with otier

CAPCO members or CCCT entititizs in 2573,

) And if tht 14,7532, 692 thousand kilon;tﬁ
h&hrs ware sxchanged between Applicants and enititics cutaida
or approximatsly S0-50, Is that corzech?

b A Yes, That iz what it chowa,

I simply let :hat covaring lotte

]
~
l-‘-
)
t‘
'
-
#
.
S
L

roughly 65«35, and I didn’%t bother to do thic,

chapge any concluzicns that I have with ragcmect Lo 2SR50,
e Did you chack tha consiztnacy of the nuwisers shoun

in the NRC study against the figures resportsd in =hz P2

forns?

A No.

Q in I also correct ia coacluding tha: yoa 2adée no
chiock to verify th: ccncistency of tho Tumbers Ly

examining figuresz raportad in the forxs £iled by tue other

party to the transaction?

USSR S—




b2

W

A

He

11

i2

17

18

19

20

21

8

®

28

e G e ——

A You are correct. I made no chac. ea it,
0 All right, I would like o move into avidence,
hoplicant®s Exhibit 104 &t this time.
MR, LESSY: Mr. Chairmen, the 2pplicants 104
has been described zs a Staff stuedy, It iz net, It is
thae work product of an individual cconcmist, and it i3z nox
an official document of the Staff.
And our pesition hers is that it would nct be

gupported by the Staff, and it was not {esignz=d as a

document of tha Staff to ba used in this preceading.

However, if Arplicants want to usfs it for vhatever

walight they want the Boaxd te give iz, to make sure it ig
note a Staff study. It is 2 docununl p:epurid by an
individuel memper of the eccncaics stalf.

CEAIRMAN RIGLZR: You are saying zhat yon are
not relying on the informaticn set fortns thers?

MR. LESSY: That is corrmct.

MR, REYNOLDS: But tha Witnass has indieceld
that he relied on it,

THE WITNESS: lo. I did ncc. I sald rreciszaly
the other thing, even in my transsrine.

8¢ MR. REYNCLDS:

Q Cn page 7033, I beliave you suy: :I have

a study” --

43 iet me read it, .

- ——n o




e —

8 B R

n

“©

Q Why den't you read lines 2, 3, 4.
A I wili r=ad 2l1 tha things that aie ralevant.
On page 7033, starting with line nias, T manzion
it. “thile that i3 gcod encugh or the
LIFO~LOFI test if vou want tc tzke that, thea it is oa
indicacion of a prover gacyraphical merket.
*But the idea of trying to pin it down to> on:
region is an inappropriztz concept hexe, bacauz.
the essence of the thing is its intercsonaection with
outside. So even if in a particuvliar y2ar Toledo got nose
stuff from Consumera than they get from CIA>CI0, it weulin't

put Consumers in the C rFCO pool, because Conewmers i3 nok in

the CAPCO pool, though they intarchange energy %o and from the

CAPCO pool.”
- Also whan:you a3k2ed me as Lo whetler a srcentase
of such 2 market i3 an appropriate cencect, T zoid, ns.
It is quite irrelevant. Theit i3 not ¢he sovs

of thing in which ycu would tale percantagses.

& You do indicate in your direct testimsny tha: tae
'WIFO~LOFI test is an appropriate one ior dotaraining
gioqraphic market?

A Por wholasale sad retell,

- MR, REYLOLDS: I woulé just rmsfor ths Tozzd

W

to linés™ 2,3,4 on that pege. I think the to:

e
(4
1
i
&
<

speaks for itself,

o — o —
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CHAIRMAN PIGLER: Do vou sbjsst Lo uha
introdiction into evidene2 of that?

MR, MELVIN BERGIR: UNo, we <2 not.

CHAIRMAN RIGLER: All right.

We will recaive Applicants Nunber 104 inéo
avidence at thiz tiwe. However, in doinag 80, I wan%: %o
find out the purpess that Applicantéa insed us 4o veilizs
this documant for, pleasa.

Are wa to take it for the tiuth of the mattars
set forth therain or meraly for the Fac: thas Dr. Wein
made referanca to iw?

MR, REYEOLPS: Well, I would ke introduciac
it for 211 ~urposzes. Ha indicatad tha: he re2licd on it,

and that he used those figures in scze fashion in asssc-ise

-

recional markets, regional pewer exchanoe narkots,
MR, MZLVIN BERGDR: I cdon'te relizve Dr, Wa'n

indicated that he relied on it.

MR. REINOLDS: He indicated he regussted tre

o

staff to make him a astudy and this is tha stuly the
8uid was provided.

THE VIITNESS: That is not trve. I naver
requested the Staff to make ne a2 study. Absolutzly f=nise.
i didn't even knov thay had the study, until itr. Raroer
said they ware doing it, and I said, if you con gof tie

figures, let mo sae it. This was long ofear uy cestine

nY.

(3]
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I think ths Department should nput in Lhe
letter which Mr, Legay sent ne.

MR, RSYNOLDES: #We2ll, T weculd in4sreoduces it f£orr
all purposes.

MR, MELVIN BIRGER: e would have no cbjeciion,
subject to the cover letter golng in with this.

MR. L28SY¥: If it is going to be uzed for all
purpoges, I would like an oifer ol proof with roznuct e
its suwaission into evidsnece, especiallv in light of the
fact that Stalf docaes not recognize it as zn offisiai

staff docurent uwpon which it relies.

o
W

CEAIRMAN RICLER: The preblem I oz haviey lso
if we take it for all purposes, we would raly ca the
accuracy of the figures set forth in tha docurent.

MR, REYNOLDS: Unless they could be zhoun to
be inaccurata,

Based on the footnote referenc:s,

MR, MBLVIN BERGER: Is it your intencien to
iopeach your own exhibit? |

MR, RBYNCLDS: If you want to put it that way,
I guess that would be one way of characterifing it.

If you are asking mc if I think the ctudr is
inaccurage, my answer is yes. 1If vou are asiing w2
whether I intend to show its inaccouracy .at scmatime, nv

answer is ‘that probably T will.

- .

Y
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And it goes to the validity ol Dr. Wein's

testimony with regard to this particular study.

t

CHAIRMAN RIGLER: I can gee receiving it to attacr

the validity of the coaclusions that Cr. Weln drawa. Dut
in view of your aduitted ccncarn that the figaeres are not
accurate, I don't think the Board can r2ceive it as %o tha
accuracy of the materials contained therein,

So, for the purpose of evaluating an welighing

the validity of Dr. Wein's analysis cr conclusions, we will

accept it.

MR, REYNOLDS: All right.

CHAIRMAN RIGILER: All right.
(The documant previously
markad Applicanits Exhibit
104 for icentification was
raceived in evidenca.)

BY MR. REYNOLDS:

Q Now, Dr. WEin, let me ask you if wholzzale

power based on the avarage embedded costs of all the GAPCO,
of all of CAPCO's facilities was leoweriin costs than,; say,
unit power purchased from nuclear plants or, lat’c say, lower
in cost alsc ihan an ownership chara of the nuelear planta,
as an sconomist,would you still contend that direct accase
to the nuclear plante was neczasary, in ordex to praferva

the ccmpetition of small systems in tha CAPCO arca?

!
i
9

—



bw?

10 |

1

12

12

14

15

16

17

18

B —————

7266

A I an assuming that when you say lower in
cost, the way I have defined that, le,, ovar a lcng tine
period given the lifa of the plants. 2And *hen what
you are assuming ia that the whelesale firm power over this
entire period is lower. -Is that it?

1) That is right.

A The answer is that I still wovld coasidar the
cpticn inportant; yes. RAccess, very irpcrtant.

Q You are saying you would ccnsider it important
in order to preserve the competitive positien ol the

small systems?

M Yez.
Q Why is that?
A well, in the first place, a whnlagalc pOrar

rate can be changed. In the second placz, having that
option is going to make sure you are goisg to add ot lanet
scme reinforcing, having adeguate optiocasg, it will give

them some assurance that if the wholesale powarx in ths

future, or if the rogulation changes g5 that the assumpticn

night be falu.' they have ar alternative.

Thirdly, the rate may not change, but it

might be the case that the utility or a municinal can't get as

much power as it wants, lesa than it might gel uncar a
unit or nuclear entitlement. That is a possibility,

So, there ara a lot of reascns why having the

]

——
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opticns itself are worth, and would help the coanctitcive
structure,

If, for exampla, a wholesala raia was
given to ycu, and there were rastrictisns on the contras: as
to wheca you could sell that to on the whola2sale firm powas

delivered to you, you couldn't have thoseo reztrictions, if

(%]
o
WSS L -

simply bought your own emsrgy through a wnit entitflemant
or tavouch an awmerchip arrangemant,
So, there are lots of we2szcus winy it would Le

Very important to have thesas oriiens o help compatisive

practices.
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Q Let me ask ycu this, Dr. Wein. If incramental cost
is above averace cost and if incremental ccs= is iacrcesing,
can average cost ever de dacreasinc?

MR. MBELVIN BCRC2R: Objection as asked and
answered.

THE WITNESS: Th2 diagram I showed wlll irdicate
that very clearly, no. Ac a matter of pcor arithmetic
it is obvicus thattha incramental cost, if it iz going up,
the average cost must be goirg up, toc.

BY MR. RETNOLDS:

Q And ecunomists axpress this rule by noting that
the incremental cost curve alwavs intersecis thie average
cost curve at the minimum point of the avecrage cost curve, is
that correct?

A Yes.

Q Now, the graph that you sketched as Deparetment of
Justica Exhibit 596 does act do that, dces it?

A Well, the argument is the sams. I can ch mge that
and it will be the sama.

Q I ses.

¥ 'the incremental cost curve intarsacts the
average cost curva at the average cost curve's ainimua, isn't

it true that the average cost curve can approach the

j incremental cost curve asymptotically only 1f the slope ol

the incremental curve becomes flat or turms dowmward?
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A It can be increasing at = lower rate of increass.
The incremental ~- let ma lcok at the diagram, plerse,
MR. REYNOLDPS: Would vou read the gquaestion hack?
(Whersupen, the reporter rsad from the iecord
a8 requested.)

BY MR. REYNOLDS:

Q Can't you answer that ves or no?

A Just a minute. I am going through the
arithmetic.

Q I am asking you a general principls of ecconomics.

MR. MELVIN BERGIFR: Please leut Dr, Wein anawer
the question. He apparently is doing sone calculaticns ko
help foramulate an answer.

THE WITNESS: I firet want to change my aanswer to
the previous gquestion, not necessarily true that -~ let
me put it this way:

It is possible for the averagn cost curve to reach

a minimum point even though the incremental cost ourve is

going up.
That is number one.
Now, what is the second questicn?
BY MR. REYNOLDS:
Q But that is only iFf the incremental cost

curve is delow the avearace cost curve?

A No. It could be at thia same level of it.
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In other words, the incremental co3ts can be going
up. You can have a minimum where you have the incremental
equal to the average, and the incremental can be going up
and the minimum need not change.

HOW ==

Q The incremental is crossiang ac the minimum point
of the average cost  curva?
A There are two minimums hers which are the same.
what is the second question.

CHAIRMA!N RIGLER: As we answer this, let's have
one person speak at a time o>r we will have a very confusad
record on this.

What is the sacond thing?

MR. REYNCLDS: Do you want the guezticn nack

again?
TEE WITNESS: Yes.
BY MR. REYNOLDS:
Q If the incremental cost curve intarsects Che average

cost cucve at that curve's ninimmum, isn't it true that the
average cost curve can approach the incremental cost curve
asymptotically only if the slope of the incremental curve
becomes flat or turns downward?

Plat being a slope of zero.

A That isn't right. It doesn't hava tc have a z2ro

slope at all. All it has to have is that the raza of increase
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is less.

Q Less than what?

A The rate of increase of ths lacremantal ccst de-
creasing.

Q Would then the sloze of thes incremantal cost curve

turn down?

A No, it wouldn't and it would not be Ilat.

I am trying to0 give you an examzle and you keep
arguing with me about arithmetic. It need 20% be Ilat and it
need not turn downward.

Q I hear what you are saying.

A Thank you.

Now, what is the question?

Q aAll right.

If the rate of incrzasze of tha ilacramental cost
curva slows down, then wouldn't the rate ol increasze of the
average cost curve also slow dcwn?

A That is exactly what this diagrom shows, and tha
gap will be lessening hetwsen them. 2and so thare is whera
you get vour asymptotic approach.

Q Does your graph indicate that tha incrarantal cost

curve is slowing eor increasing in its rate?

A It seems to me that it is slowing in its rate.

All you have to dc is draw the llnes and you can cee it.

If we took it at the T-zero cut to whaere the

—— e — ———— ———"

e - —
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diagram ends, it is obviocus that the clope is decrzasing
or there wouldn't be that asywptotic business. But zhe
principles ares perfectly clsar,
I will start with my nunbers and ssz: if I cen get
a numerical example.
Q Let me have your example.
A I am getting involved in too many dacimal points

as I am d~ing this. So go ahead.

Q Could you finish it over iunch and zive it to us?
A I will try.
Q Isn't the savings, if any, existent from purchasing

an ownership interest at incremsntal ccet represent:d by tha
difference between ths cost of tha unit at time T-zers 2nd

the average cost curve at any time subsequant to thz time

T=-2ero?
a You mean the average cost. Yes, gc ahaad.
Q The answer is yes?
A Not subsequent to the time T-zero.

The savings come rrgentially at T-one. This diagram
shoulJd have the vertical T-one. The loss gees from T-z2ro
to T-one. The savings go from T-one there on out. That is
what it is intended to show.

So if you will cross~hatch, put a line up there
from T-one to hit the IC curve, it is that area beycnd T-one

vwhich measures the savings.



mme

Q So the gain frea purchasing an ownershiy intasrest
is not represented by the arca beltweea the average oozt curve
and the incremantal cost curve as vou aave laboellad it oa the
Department of Justice Exhibit 596, but raticr by th2 zrea
between the average cost curve and the prige lins sxtendsd

from point P-itwo parallel to tha abyss?

A T-one as I have just stated it, ves.

Q 80 -~

A The relative arzas of those to seguents.

Q And during th; tize betvezen T-zero and T-one, the

utility lcses money?
A Yes, and that, I think, is labeled corzectly ia
the diagran.
Q And from the time =-- from th: tima T-onzc to
some new time, let's call it T-two, the utility would be
recouping its losses, 1s thatcorrect?
-\ Yes, it would.
The utility buving the ownszchip shares as compared
to what it would have done buying it a% waclesale ratcos.
' Q And only after that time T-two will thers be anj
net savings to the utility?
A nstween T-one and T~two we heve to have zome period
of time. And the savings batween T-cne and T-tuo, LI
T-two is taker far away it may ke exceeding the arez of the
other secment. It is not only after T-two. It derends upon

where T-two is placed ard the wmagnitudes iavolved becween than.
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1 Until the point in time T-%i0 whare yon reccupsd yd

lesses you would nct have 2 net gain?

A The araa of the - net gain woulld e mzasusad

between, would be ths area Reiwsen Teone and T-tvwo.

Q That would e the area whare you Iicouzad

your losses;isn’t that correct?

A tiell, you have to fell m2 -

o I am sorry.

A You have to tell =9 whazre :zhe T-uwo i3,

Q There is 2 perisd of time subsoyuvenc o =ins
Teone ==

A Lat me e:xplein this diagranm,

I think I can get your aaswer., Lzu's
suppose we put an arditrary T-two thexs 2o the wight of
T-one. The qgues:tion then is: 43 that zve ecual cox
gractay than thac lt has already amade 3cm2 banoliil.

e But if it is equal teo L7

A Then it i3 reccuped and fxon chat oolant cn:
will be making monev.

o That is what I waated,

A Ckay.

Qa Righ?.

Now, in che aample you have Illustrated ol

~on 586, ien't it true that the utility will he purchaszing

naw capacity at Incromental ccsc only Oncs

"
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h WEll, in this particular case, ves, It may;
however, be doing the same thing and thon we simply
extend the time period forward.

So it really makes ac diffsrance.

Q2 Well, unless it purchases all fo tha Czpacity
it is ever going to need, it will be necessary fur it ro pure
chase more capacity sometime in the future, Isn®t that
cerraci?

A That is5 right. And as X stated in ny testimony,
even if it then got the rest of it wholesale  firm powsr.,
so long as they had made scme gain at the buginaing, they
still would be better of than having to take all of it at
vholesale from T»Z&¢rQ one,

Q The price pericd for each purchzse of naw
capacity will always be in excess of the then existing
average svstem cost; won®t itc?

A Yes, it will. But you don®t get any difficuliy
if B put in three of thuce,

We just get a longer chart.

Q Let ma show you what I will mark as ipplicanis
Exhibit 105, Dx. Wein,  and ask yeu vhather that iz a more
accurate depiction of whatit is that you wera rdflecting
in your exhibit, in Department axhibit 5562

A No. It is not the more accurate., I dea’:

understand it, Particularly, the arres lateled gain

- ———
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That shows it is all at the averacs cost.

o3 Tha arrow there shows gain as the zrea past
T=two,

A Well, but the area past ~-

2 Betwean T=-cne,

A The ar2a past T-two should == ckay. That whole

area there, all right, go ahead., That ic all rigit.

Q Ckay.

A It is now equivalent to what we nave sinply
done to my chart. It is & little neatar, I might say.
But ti ies equivaaent to the chart ¥ gave reou, and it is
not more accurate. All you have to add is add this iittle
point there.

o So you don't have any cther quarrazls wizh 1:?

A Not that I sesa,

MR, REYNCLDS: I would like to moves Appliconte
Exhibit 105 into evidence.

THE WITNESS: I am assuming that the aruas
between T-One and T-two are equal to tha arsa betyecen
T-zero and T-cne,

MR, REYNOLDS: =Right. It was meant to ke,

CHAIRMAN RIGLER: Hearing no obeijction, we will

receive Applicants 105 {into evidenca,

e — ————— -+ —— ——
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: BY MR. REINOLDS: E
& Dr. Wein, caa you tell us whether tlio cczc f
adding gemerating capacity at the pressat tive is highos }

than the average cost of axisting capasity?

|
| A Measured over how long a tims pexiad? f
3 i
Q Well, at the present tim2 in the CAPI0 azea, i
i0 '
A But again measured ovars new? long 2 time peTicly i
11
- - i
Bock cost in a gericd of indliaticn is '
12 §
! g = i - : !
| always higher than a parcicular tise in wildon You Chins '
13 | -

it into cost. But tha to%al, the tolal ~= the rual quasiiia
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ig: would kilowatt hours over the exnendsd ii

=

or lower? Is that the cuestison that hag ecencaic signiiiconve;

it seems to me, ,

Q Bave you locked into that gquusilon?,
18 |
A I agssume, I assurwe, ilv. Raynolds, thait: the !

CAPCO entities considering that they have very nigh pricad
economic talent and have hlgnh priced engineerzring talant,

obviously, have high pricad legal taleat and oiiher talsnis

0

relevant in this gquestion having decidad ¢c ¢o into an
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‘nucloax expansion, have dagided that it L
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12 anything else other %ham . muclear planvz, ruoilor

th2n foseil plants
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And involved in that is th2 assumption that
if we kept ocur prasent plant and cimply duplicated ic fust
as it was for the future that is hlgher cozt.

That is what vour averaga hock cost voday is,
your present plant,

If they just reprcduce that present plant as
of teday and it would be chweaper, then thoy are giesolutely
doing a very estupid thing.

I have answered that guestion 2ad I ccwa arocund
and asked it of ma twice,

Q Isn't it true that as leng as th2 cozt of zdded

capacity remainsg above the avaerage, avexage costs will

$-

always be cheaper than incremental costs.

A I have answerad that questicn,

-




£11
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Q Wall than, give me a y2s or no answer.
MR, MELVIN BERG2R: I will objact ©o that =8
asked and answered.
CEAIRMAN RIGLZER: Sustainad.

But once again, Dr. Wein, I caution you that

-
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you

may nct raise objecticns to guesticnsz. It must come through

counsel.
THEE WITRESS: All right.
BY MR, REYNOLDS:
Q Assuming that power can e purchased at 2 tinm

of rising incremental costs, would that be ciheapar than

-

=

the -- assuming power could be purchas2d at a tiwe of rising

incremantal cests, would such purchase3 be cheapar than

ownership of ineresmental capaciiy?

MR. MELVIN BERGER: I will object to that zs 2

been askad and answered.

It seens like it is the same questioun.

MR. REYNOLDS: Mr, Chairman, this is orcss-
examination.

CHAIRMAN PIGLER: Owerruled.

THE WITNESS: leasae read the Questicn. I acen’t

paying attention.
(Wwheraupon, the raperter read frrm the »acord

as requested.)

THE WITNBES3: It depends on how long the tine



I have already introduced z diagram to sacw that
that is not necessarily tha case.

MR, REYNOLDS: I don't hawve zaythinag Zurther.

CHAIRMAN RICGLEF: All right.

Mr. Lessy, you nave nothing further, I assuma?

MR, REYWOLDS: I will object to any quescions DY
Mr. Lessy. HJe has dons no cross-exzanmination of thls witness.
There has been no redirect by the Departnent of Juutics and
to allow Mr. Lessy to do aay examination is inappropriazs.

He had his cpportunity to cross and he waivaed it.

CHAIRMAN RIGLER: Mr. Bjelmfelt, do ycu havz any
questions?

MR. HJELMFELT: Yes, I do.

CHAIRMAN RIGLER: All rxight.

We are going tc take an hour for luneh. I want
you two to confer with Mr, Berger tc rarrow dowa thz 3coze
of any redirect or racross considerably.

MR. LESSY: There are scme new ax2as <though

from the time the initial :estimony was filed, and that would

o

be our primary concern. There are a few otherr areas ws wan
to go into.

CBAIRMAN RIGLER: All right.

You confer with Mr. Berger and see if youa can't
arrange him to cover thcse in the areas e gces over.

MR. LESSY: Whizh ones?
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CHAIRMAY RIGLER: Your areas of concera.
MR. LEESSY: All zright.
MR, M3LVIYN BERCGER: I believe we hava =2n additicral
burden, asids from the fact that we do wani to confer with
Dr. Wein, and that iz he wae asksd to calsulate zous figuras
by Mr. Roynolds in an earlier question.

THE WITNESS: I don't really need %to.

I would lik= to, upon study of this thing, %o
rote one difference betwezn their curve and my cvrvs in tauat
they are assuming that hicremantal costs ars rising et an

inareasing rate.

oy
g
¢
f

MR, RBYNOLDS: Wait a minut2 nowv. We dea't !
guestion.

CHAIRMAYN RIGLER: Nontneless, he can clarify ais

answer to a previous question.

THE WITNESS: Trey are assuming that the iacremental

costs are rising at an increasing race and thersfcx. the
gap betweaen those twe woulc widen.

I am assuming that the incremental cosnis axe
rising 2: a decreasing rate.

That is the differcnca between the two charts.

MR. LESSY: 2m I to be permitted a limiied amcunt
cf questions, say ten cor fiftzan minutes? Or will I %a
raquired to funnel all the questions in © throuch hiw?

Since we had a separate eccnonist in ocur testinmeny,

[ —



i

0
|
2

3

il

o b 17 s
lade

I would like to just take aboui ten minutas tc qguestion the
witness,

MR, REINOLDS: I object to it.

CHAIRMAN RIGIER: I am not gcing Lo cu: vou oif
from that at this time. However, I am ro:t sure +«hat I find
it necessary either.

It seems to me that if Mr. Bergar covers
that in his redirect, the mere fact that the Stafs had a
separate economist wouldn't justify covering the same arvea

twice.

th

So, if Mr. Bexger is going tc cover the ar=zas ¢
cencern to you, that should suffice.

MR. LESSY: Shcould Mr, Barger go ahead of the Staif
then?

CHAIRMAN RIGLER: Yes,

MR. REYNOLDS: I have another Guesticn in light of
the commentary of Dr. Wein.

CHAIRMAIN RIGLER: All right.

MRE. REYNCLDS: And that is, ars wou awars,
Dr. Wein,that the incremental cost curve on Applicants’
Exhibit 105 was copied directly from the incrarantal cost
curve that is shown on the Department of Justice Erxhizit 397
from time T-zero up?

THE WITNESS: I don't know wihat you mean by copyin

zsi&directly from,
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MR. BYNWOLDS: One was placed cn top of the otaex.
2

THE WITMNESS: That dcean't mear anyiching,

The curve I have is not showing an incrzasing
rate. This one has --

MR. REYNOLDS: I would tken, ia light of that,
like to have the numbers that you wee putiting tecethar for me

ard get those for me at the lunch break.

MR. MELVIN BERCER: Mr. Chairman, I don't know
how long that is going to take Dr. %Wein to derive. o/nd I
think it would bc unfair to lindit us o .the bouvr and
have this calculation which may well take that loag.

CHAIRMAN RIGLER: I don't understand that the
principles require an arithmestic example.

MR. REYNOLDS: ™he principle has bean challenged
and he has indicated tc us tha: he can egtablicsh the validity

of or the invalidity of the principls by the figures. And
I would like to see the figures in view of thac.

CHATRMAN RIGLER: The fijures ars diffarent
than the question you just ralsed.

In the case of Applicants' 105, tire incremencal
cost gap is rising in compariscn to the average cost.
Whersas in 596, it 18 narrowing at tha time periecd bLarond
T-one or T-two.

MR, REYWOLDS: But the principle relates to the

rate of slope of the incremental cost curve.

S ——
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THE WITNESS: And I am perfectly willing to state
that when =-- that the rate of increase in the iacremental
cost zurve, when it is declining as I intend tc zhow in
this, and as I think realistic =--

MR. REYNOLDS: If Dr. Wein is suggasting --

THE WITNESS: Just a minute. I haven't finiched.

Then ycu would get 2 narrowin £ the gap.

On the other hand, when the ratz of incr of

as

W

o

i

the incremental cost curve, that is to say the ratz o
increase of that is continuing to go up so that you hava a
surve linear thing, the gap betweesz it and the average cost
will increase. -

Now that is what they are showing, and I den't think
numbers ar2 necessary for that.

MR. REYNOLDS: What I am saying is that that is
insccurate and I would like to see the numbers that he
thinks support that, support the propesition that if the
incremer.tal cost curve is rising at a slower rate or a2t =2
decreasing rate that it will, therefore, € in thac situation
the incremental cost curve and the average cost curve will
approach each other asymptotically.

I am challenging theat principle. If he is saving
that that is the situvation and if he says he can chow me

figures to prove that, I would lilke to see them.

CHAIRMAN RIGLER: Doesn't that depend on what is
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happening to the average ccst curve?

MR. REYNOLDS: 3But vhat is happening to tha avarage |

cost curve depends on what is happening to the incremental
cost curva.

And if the incremental cost curve is increacing
at a slower rata2, sc will the average cost curve e
increasing at a slower rate conmznsurctely.

MR. SMITXZ: Sc long as you haveany lneorease
whatever in the incremental cogt curve, they could
never appr;;ch each other?

MR. REYNOLD&: That is correct. And ia fact,they
are going to go the other way. They are going to diverge.

THE WITIESS: That is nct true.

MR. REYNOLDS: Unless it is constant, and then
they will stay parallel. That is true, unless it is constant,
at which point they will ramain parallel.

CHAIRMAN RIGLER: 2l1l right.

I am going to give you one hour for lanch.

At the end of that hour, if you need additional tine, let us
know and let the other parties know.

MR. MELVIN BERCER: Okay.

(Whereupon, at 12:15 p.n., the hearing in the
above entitled matter was recesscd, to resume at 1:13 p.m.

this same day.)

:
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AFTERNCON SESSIOl

- (1318 Dalte)

Wherszupon,
DR, HAROLD WEIN !
resuned the stand and, having bzen previcusly duly sworn,
was exanined and testified further as rlollowa:
REDIRECT EXAMINATION
BY MR, MELVIN BERGER:

43 Dr. Wein, I would like to rafer you to the
chart that Applicants had presented te you thic moming.
I believe it was Applicante Exhinit 105,

And I ask vou if you would accept that

chart as being correct?

A Yes,
Q Would that change any of yourxr testimony?
A No, not with respect to the advantages of bHuying

a shara of a nuclear plant at thae municipal’s cost,
Q I would like to a3k vou to look at pass 622
of the transcript, particularly the questicn and ancwar

which begins at line 13 of that page.

A Line waht?

Q Lina 13.

A Yes.

Q In that answar I believe you refer to cartain

surrounding circumstances that you would have to lcok

T USSP ——————-
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at to determine if destructive competition existed.
What circumstancss did you have in minda?
A Well, I had in mind whether other opiions,

such &s involved in coordinated power transacticng with

‘grantzd to the small municipal system or whethar they werxa

not granted to the small municipal systen, If 2ll the

other opticns are granted to the small miuicipal systam, other

than this one, then it would go to the walghi and
importance of this particular one as compared to all the
cther advantages.

MR, REYNOLDS: I am seorxy. iir, Berger, I
am loocking at page 66627

MR, MELVIN BERCER: 66§22,

MR, REYNOLDE: I am sorry.

BY MR, MELVIN BERGER:

e Dces that ccmplets your answer?
A Yas.
Q At page 6627 of the transcript and |

particularly lines 7 through 13, you taestified to having
discussions with counsel relating to law. Did you interpret
the question which appears at lines 1l and 12 of that
tranacript page to mean state law 2s oppcsad to faderal

law?

A No. I msant both stzis lar and federal law,

Q You meant that you had discussions with counsel

e e e e e
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about beth state and federal law?
& Both stats and federal.
Q I would like to refer you now to page GI4l
and the szeatence which bagins cn line 13 of tha trancoript,
k 56412
Q 6641, the sentenca which begins at lins 15
which reads: "Since there ars only two claszas, I
cbviously spent more than 50 pexcant ca zlactricicy
end less on gas.®

A It should be the other way arovund,

T spent moxe than 50 percant on gas and less than

50 percent on electricity,

Q Dr. Wein, with respect to the preparation of
your direct testimony for this proceeding, did you iadicate
at one point to the Department that yc: would be unwilling
to testify as a witness in this procesdiﬁg, unlesy the
filing date for your diract tastiaony extended bevond
the end of September of 1975?

A Yes, I indicated -— indicated Is o« iittla
weak., I said I would not testify befor: Septembar 15,
if it were not postpcned beycnd September 15.

Q Dr. Wein, during your crosa=examination.

Mr. Reynolds referred to Applicants Exhibit 44. 2and I believs

you stated that you are famillar with it, Eawvz you

reached any conclusions as to ths desirabilitcy of the

B e e N P S U SR —— |
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conditions contained in Applicants 447

A Well, I raally have nothing teo add on that,
that has nct already besn said by cicher iir, Rampmeier
Mr. Hughes or lir. Yoler.

I don't think it is desirabla compared to tha

other alternatives.

2 Are you acopting tha testimeny of tha

Witnessss you have just named?

A Yes, with rezpect to 44, with vespect t¢ their
disaévantages as compared to, for exansle, cwnsrehis,
Compared to ownershir in the way in which, the full
ccerdination, operating coordinaticen v which they have
set fort.

Q I believa you stated in your prier testineny
that, although you were aware of a draft parficipatien
agreement between CEI and MELP, at the time you preparad
your direct testimony, you did not take that Into account
in preparing your direct testinmony.

I would like tc ask you why not?

A Well, it was a decurent which the Dapartient

of Justice had sent to ma. And as I read it, it geemad

to me to be nothing official. It wvas an attenpt by

CZI to try out gome alternativea. They themselvesz recognized

that there would be at least a devills 7 .

advocating that position ¢’ at there would be a zerlious
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cbjection, prcbably counterarguments made, Put in any
case, it had no official standing and I dzecidzd not €O
nse it,

Q Dr. %Wein, ' there has been 2xtznsive
examinaticn the the area of prics squeaza,

Does the fact that the FPC sec a cate of

return for a company and has power to veview and change the
wvholesale rates of that company and thae fact thal the

state regqulatery ccumission has a similar pewar wiih regard

to retail rates, do those two facts elixinate the possibilid

of a price squeeze?

A No.

Q Why not?

A Vell, a state agency is regulatine rates of
return cn retail salas where a varticular utillty

operates within that =tate. It may or may not have a
similar standard of what a fair rate ol watuxm i=o,

It may or ma? not have similar cocst stendaxds.
It may or may not have a similar allocations’ stancdarcs,

In any case, it simply serves tc state a rote

of return on the retail part of the busiress., And it may approw

rate designs filed with it,

It may approve spoecific raves or it mav not,

> B

|
|
f

{
\

i

©w

!
!

{

i

!

depending upon whether the nattar ccmes to it or wiaicr it cn;

its own 1wotion decides to lcck into the matter, The Fadoral
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Pewer Commission reviews wholesale rates. And they, of
course, may have different standards than ths state aveady,
as well as differeant cost formu’i, as well as diflexent
codes of accounts,

In any event, the Federal Power Commiszion has
arqued before the Faderal Courts and has now an appeal

underway that it has not had, dces not have the nssessicy

in dstermining whether vholesalza rates 2r3 juat and reascnadble

and determined that in cconnecticn with that wholeszie rate
and the subsequent ansuing retall ccupetlition, whathaer or
not that wholesale rate which it establiched on its ovn
criteria would necessarily lsad to any anticompetitive
effects,

It is argued that it 15 neot within its
jurisdiction to so determine. \

And, ‘2s you kncw, in the Conway case tue
Fndera} Powar Commission has made that argumsnt and
it is ncw on appeal.

The Court of Appeals for the District sald
that is what they cught to consider. Thuy shotld ccaslicer,
they have a statutcry duty to conaidor that,

And they are appealing it,

Now, even if it sheculd coma about thai, if this
case goes to the Supreme Court of the Unitsad States, as I

understand that it will, and the Suprems Court were To gavs
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"Yes, you do have this statutory duty Lo examine intc
the anticompetitive effesta, now, that is colng o Juponc
and, of course, the FPC will do that, then %that

to the quastion as to how thorcugh their exanination iz,

how effective their examination is or whothar zhoy aztually

go to the details of rate dasigns, “hey actunlly <o to
the individual ccsts cf particulax classes of rate pulirs
or in the case of a municipal, as against an incuctrizl
or, as agr.nst something else, it depends on that sort
of investigation.

Now, I don't kiacw how this case will turn,
and I don't know whether or not the ianvestigaticn wonld e
cfisuch datail and be of such a3 searching inguirr as o
approximate, say, tha standards which wouXd be reguirzad
in the Sherman Act case.

So, my feeling is that as of acr ard es
of the past, they could not prevent price squecszes.

Whether thay zan in the future is anyboavis

guess, Sappesing that it is ruled that they must 4o o,
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Q During ycur cross-examinztior tnere wara

questions dealing with whelssale aad whelzsele Juncti

Dr. Wein, iz therz a wholssale function

electric utility industry”?

-

aumaITous

A Ves.

Q Is this wholesale function pragant avan ian zales
to large industrial customers?

A You mean do thz laregs industrials o it Sorx
themselves? ,

Q Does somecne perfiorthe wholesale functicn?

A Yes, someone performs it.

And a largz incdustrial mey in “act <o 1t

Q There was aiso soms testimony with rzgazd to
cut-throat competition and selling at .aarginal costs.
I would like to dirsct vour attenticn %o Trancerin
page 6873 and particularly to lines 2 through 12 --
A Yes.
Q == whare you referred to a lurgza kcdry of opinion.

What body of opinion did you have ian mind whan

vyou made that statement?

A Well, this becamz a subject in recant vaars.

starting perhaps in 1963, though this iseuec had Loen ar-und

back in the '30s and ‘40s in economdc litorazurec.

generation of economists could guess waat th: pasg

¢eneration has done.
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But, ia 1965, two econcmists, Earvay -Averch and

leland Jochnson, published an article in che Ameorican Econonic

Review -~ 1962, I should say, rather than '63., Deceabsr of
'62. Anéd what they were asking, the guestion they were
2sking is something about a moncopoly which ig subject to regu-
lation and they set forth two propesitions, and T will read
the two and then cut my comments short. '

Now the first one is that the fimm -~ in thic caze
the requlated monopolistic firm in a publiec utility Indastxy --
the firm will substitute capital for other factors of produc-
tion and operate at an output whara cost is not ninimizsd.

That is the first proposition, saying then that
you will ge£ higher costs than you would otherwise hive gotten.

And ths sacond proposition is: The £irm raz an

"

operatas at a lcong-run loss in thase markeis. hearalforzs, it

'J
o
£
o)
£
©
]
[

may drive out othar firms or discourage their entry i
other markets even though the compating [irms wmey be lower
cost to producars.

MR. REYNOLDS: Could you tell us whgt you are
raading from?

THE WITNESS: I am reading fromiiie article by

' Harvey Averch and Johnzon entitled, "Bshavior of tha Fimm

Under Regqulatory Constraini,” published in tho Mperican

Bcononic Review, Dscenber, 1962, pagses 1052 w9 1C55.

e S T . A S g S
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Now, in my testimony in Docker 1625 -- and I
made note of this proroszition tarouglh tha particulay variant
of it and there has bean 2 whole lot of articles by lzading
escononigts sinca than, up until the razcent issue that I
have of the Bell Journal, which is the leading jourmal in
this area of public utility sconomics in which you have a
whole series of these articles. And «ll cf them hava in one
way or another confirmed this thesis, including two
paréicula: ampirical studies as wall as thaoretical studics,
such as paying a moncopolist to charge prices at pe2k even
lower than avexsge coet pricss., Variatiome cf that sorc.

This is sssentially what I had rafsrenus %o.

MR, REYNCLDS: Wais just a2 minusa,

BY MR, MELVIN EZRGSR:

Q I believe Mr. Puvnolds askad vou during ysur cross-

exzmination about differcntials, differential edvaningas

which municipals might havo.

Are thare any diffsrentlial advantacea which investor:

owned utilities would have that municipal systens 4o nobt Lawve?

A Yes, They have advantages.
MR. REYNOLDS: I really cannot hear the witnheasz.
THE WITNESS: THay have advantages.
3Y MR, MELVIN BaERGER:

Q What are some o7 thesa advantagas?

——— e At~ . 48

e S ——

!

A Thay can tazka advantag2 of tha dalerzred inccowe taxes,

|
|
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accelerated dgprociation. Those are two very important cnes.
They also, of course, taka advantage of thelr
ability to ccorzdinate with each othar, wiaich iz extramaly
important.
Q Dr. Wein, in exercising their utility fuacticons,
are the investor-owned utilities givan any advantzges by the

state?

P —

e —— e S B A 2 2 S .

A They are given the advantage of tha right oI ewminant

domain, for example.

Q In some of your prior testimeny you mentioned that
one thing an econcmist lcoixs at vhea asscssing a narlat is
whather or not there are sicnificant barriers to entry cf
new firms into that marlket?

Dr. Wain, in your opinion, ars thare sigunificant
barriers to entry in the electric utility business?

A Yes.

Q Are thare -- in your opinion, ara there gignificart
barriers to entry in the alectric uwtility duginsss in Qhio
and Pennsvlvania?

A Yes,

v} Setting aside barrierxrs that may be created tacause
of conduct of other elsctric utility companias, what barriers
to entry weuld exist for, let's say, a municipality which
wishes to generate its cwn power --

A Well -

— o —————. —————. "t <
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Q -= and has no interccanections with aaycne olse?

A Well ==

MR. REYNOLDS: Can I have that cuestion back again?

(Whersupon, the raperter read from the record
a3 requestad.)

MR. REYNOLDS: Okay.

THE WITNESS: ¥Well, il it had no iatercocanections
with others, it would have very excessive costz gvea if it
could put in 1000, a 1000 megawatt plant. It world have o

kesep high reserves, depending on the size of the unlizz in the

R—— -_..._.__._ﬁ

plant. ;
If it had no intercoanections, that would be a i

most extreme barrier. {
BY MR, MELVIN BERGER: |

Q Would the same thing ba frue if it had no ceordinzted

cperation although it did have irterconrecticns?

A Yes.

If it had no ccerdinated operations thzs cost of

its generation would be groatesr.

Q Dr. Wein, would thesa barriers ke lcwsred LI
coordinated operation wers available?

A In that resgpect they would be lowered, yas.

Q I that sitvation would a refusal %o engage in
coordinated operaticn be ar exercisa of monopoly powers

A I would so judge.

|
!
|
l
i
|

T S —
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Q I would liks to rafer you to page 6724 of the
transcript, and in particular -~
A I den’'t have 67--
{Docuneat handed tothe witneszs.)
BY MR. MELVIN BZTRCER:
Q I would like ¢t2 withdraw my last tefgraace and go
back to the last gquestion I asked you on barriars o entry and

ask you if the same answers would be trus if instaad of

a municipality which was going to eatsr the generation buazineas

0

i

12

i3

i4

1S

6

vwe had a municirpality which was isclated and which was already

generating its ocwn power, but which wished to axpand its

capacity so that it could hecoms a wholezzle sellar of power.

A To others?

Q To o

A Bow, what iz tha question?
Are thecre barriers tothuat?
What barriers do they faca?

Q Yes.

Would ths barviers they faca, putting asidas the

conduct of other elactric uatilities, would they La the zane

as wers faced by tha municipal ir the prisr questions, vhich

was, firct, going into the buaineszs cf genarating its own

powar?

MR, RBYNOLDCS: I am not sure what portion of the

tastimony you are referring to whare you ars taliing now

T S ————
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about barriers of en:ry?

Are you talking about entry iante tha game markets

or different markets?

MR. MELVIN BERGER: Let me withd-aw the question and

start this way.

BY MR. MILVIN BERCER:

Q Dr. Wein, putting aside barrisrs to antry that
may be attributed to the conduct of other elactric utilicy
companies, if we had a small isolated systen which wes
generating its own power, but wished to become larje:,to
increase its capacity so that it could bacoma a wholasaler
of power, what would the barriers, what s e tha barrisrs of
entry into that wholesalas market?

A Well, thers are all the barriers of the first
problam, the hypothetical that you gave mea,

And in addition, there re row the protlems of how
it could reach a potential wholesalas customer i€ it dld net
have transmission capabilities to get there.

It would bs another bharriar.
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BY MR. MELVIIl! BERXRGER:

2 Would your answer be the 2ate if vou had
iastad of an isolated systam, & system which had
interconnections, but which did no% hava cocrdinneald
opeation whngling. resexrve gharing, other elaments
necessary to make efflcient firm powsr, yac, of course, the
answer would be yes, Those would bhe havinw sion’f{iconz
barriers. Lack of those thing weull ke very significant

barriers.

Q Dx. Wein, would thesz barriere be leuerad Ly
coordinated operation, ccordinatad operation, if it
were available?

~ Yes, coth gereration and Crangmizeion
barriers wculd certainly bs lowerasd,

Q Would a refusal to encase ia coordinatad
-

operation in this situatica be an exerciss of rononoly power?

A You mean by & ccopany which had zhaw, had che
ability to coordinate, had a transmission, could wheal ané

if the municipal wers willing toc pay, for exawple, a fair

charge for whealing, things of that nature, is that arkizcad

in your question?

- Y"o
A Yes. Then, if that were truz, then zuch &
refusal would be an exercise of moncpoly vo st

Q Mow, if T may refsr you to pege

S —

[ —



oy

10

11

i3

14

15

i8

17

i8

D e T —

P —
—— it e S . S ———

P

—— -

. — - S S —— . .

& v itn &

N
>
3

6724 ¢f the transcript and in parvcionln

3

gquestion wiich embraces iine 1§, whw2e you usa iz Loim e

P Weit a minute. I juec noticzlen saogn 57
that there are some tyrographical erxrowszs, .iava .o
cerracted?
Q I believe --
A Things callad capital *Ii stats,” oozn “cld.”® |
H
Wher you have the term "V,” we mann end.
Q Yes, thank vou, ;
At linelé you use the term “onvalepa” in v '
' answer., What &c you mean by that?
A Well, I was yaferring Lo a kind o gacsinr .,
a2 standard, a standard economic torm,
It is a mathematical, bu it is usad in coucacnlar,

Itis the point of, it iz alosag=rm averwy:
cost curve which is the point of tanganecios cf a wiola
serias of coct curves or firms at diffarent sonly o
the assuwzption is that all thage firxs arc cpuialll’
crganized.
80, if you take this longerun cooh cuziu =od I
it to the minimum points tangent to thut you urac: osus oo i;'
called an envelcpe locp. ;
I have drawn a dlagram, i€ this would s ol 2ay
help.

You could haws it. if i% weald e nelnIol, %
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bw3 1 But that is esgentially what =he

envelore iz,

[}

—— - va— . . A ——"——_

Perhans it micht be ussinl for von Lo Lo
4! this diagram.

* Dr, Wein, Mr. Feyno.&s

(4]

MR. RBYNCLDS: Iwe w2 g¢golng *o coz Liis
5 diagran?
(Counsel furaiched with ilocran.)

MR, REYNOLDS: Az I under.tczd Lz, ¥Wain's

10 testimony, it was that he hus éepictad it schomouicnily.
y1 || ARe you going to make it a part of tha record?

!23 MR, CHARNO: We will ;cve it In%o ewiloals.

13 MR, REYNOLDS: I dea' thiakiihat you nzed <o
14 that, just mark it for identiZicaticn,

15 BY MR, :SLVIN BZRCER:

18 Q Dr. Wein, Mz, Reynolds prasentsd you iU
7 hypothetical the other day in whica two £irms, e

18 | dominant firms conirolied approximataly €0 paras <

19 output.

20 He then asked you if it would Le cocneonicall;

21 | unfeaszible for several of the smaller firas in oo Io

deminant firms,
T would like to ask you 4f Izom an sxtitmuct

economist viewpoint, thers would bz other nilltaraciives

-

to merger, which could bz used zo allow the asmnllol

to merge, in order to comete mors afficiently wish iz ¢
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22

comparias to mors ef’ectively convece with the oo

dominant firms?

% Well, if this wers the 2looivisal unav—

yes,

Cordinaticn, for exazple, joint coavins .

the transmission facility and generatizss Focllléios -

be such altarnatives <o rergex.

In scnme other indusitrias, ic mighi

\)
-

A small firm, 1f it got cvmership, say, of a norsic

.

unit or piec» of it or eng:arad with scun others 1. o

6f Lt got elwments of = or if it got cperucing

it may not have o compets, may nct have o

Tar

_not compete, may not have to merce with sach othas

Municipals in the slectrie inlus
withcut merger in order to gain thasgz advent
still retian separatc corzrvate idantiaz,

And that would bha poassible for ¢
if the dominant firms would zo grani 1%,

e Suppoase in this hypotletizel wvhe
#brms have §0 percent of the mariist, cne of
deminant firms acquired this senaller, acqui

which did lead ¢o greatar overall zifieicucy

point of view of an anticrust zeccuowmist veni

be preferabale to some of the alteirmaios vou havs fozt

alternates as far as allowing these mgaillor
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2 Prom the poink of view of tha guastlon:
would i% lead to more coumpatision or leas comallaiin, Tizalll.

the altarnativa which I have suggestod, wbhicl J2:o

.
i
LY

not require werger ox acguisition might gain i
advantages, and you £¢ill would have the pessibiliuy oo
competition laft,
You may have aore compatiiicn in iz industuy.
on the other hand, if «he lurger Sl ooguivas Th
smaller firms, ycu have elininated,therchbw, Lhis nyzanktial
competiticn which the smaller firms aight Ze purc of
a group of smaller firms which would ke engeced iw
2 I balieve that Mr, Rewvnolds a<ized you anonh Liic
rneed for SEC approval of acguisition by zn cloctmic uililn]
company, and in particalar, acquisiticons Dy tha ohio
Edison Company. 2
Dr., Wein, if the Ohic Edison Ceompony wuie o
holding company, would it need SIC tpproval Lo Asiuiis onut
electric utility system?
h Yes. If it werz a holding coms:zay, i 313 acad
that approval., Eaut tho guastinon 22 ugked xe was
not quite that,

wWhat h2 asked me was if they pais

£ & B

B - — —

"~
v

i

their om cash aad didn't hawve to go tec the <o

markets, and in answering that guesticn ulilh raosic
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1 Edison, I myself 4id not realize :ha: Ohio Zdiszon wasz a
2 helding company under tha Act. And ia %hat ones 1t werlc
- to yo, not matter whethar it waat o e sacuritias

4 zarkets or not.

3 @ ° YOu testified on crozs~aisalnstion eicut

6 municipal systems secttiag rates based <a chelr oxiginil
7 cost.

3 Are there anv inwvestor~cwnad viilizizs wolash
3| rates cn the basis of original cost?

10 A Well, for exarple, with respact to wiholiasala
i1 rates, the rates arc suppnosed to, or the rate base i3

2 | suppoged to be determined -
13 MR. REYNOLDS: Dxr, Wein. I haso to zzep

14 || interrupting you, but I can't hear,

15 THF WITNESS: In the caza o£f wiolosal=z zates
16 which would be subjact to the Fadasral Pouwer Comaliizis

17 i the rate~base is supposed to de datermined on the hatis of
18 i original costs.

19 | Now, to the extant that the Padoral Fover

20 Comission judg2s m rate just and 2easconcdic . whil

21 Federal Power Commiseion is deing iz taliine lncc ascoval
22 in setting the rate base the original costs ~I hal

23 particular utility,

24 ! In other states when it cones to retoil rotes

it varies,

o . ——. ———
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Ohioc, as you know, is a fair valuz sicte,

Sc they don’t looXk at .originol coses o setting

ratza,
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#15 rmlg BY MR. MELVIN BIERGER:
21 Q Are there somxa statss in vwhich origiacl coz: iz
3 || used as the baeis for saotting ratall wabten?

4 A Yes. There are som® stcacas which 4o Lot &3 a

s || basis for -- thet doesgn't mean the co3ts axz wouzl U cls

i

8 | rates. It doesn't maan that the ratsr are sgual o =i

cost timas a falzr rata of rsturn.
7

8 q There are zonec of reascas.:laness, thors aga jusc
9 i| ratas, undus diseriminacion, a whele Duneh ©f languars mhlich
10 || is involved.

11 Q ¥Mr. Reynolds had used 2 hypothaetical ia which

2 he pos:tulated that a2 group of 300 negawalit bazs load

- -

'3 generating unita t-ed togeiher ond cparated as an intorrated
4 || Pa=t of a eingle alectric system providenll the powar mequirad
5 by the market at a usdhstantially lowar co3t than wonld L=
% achieved by any other availzble alteraantive,
7 Dr. Wein, in your opinion is this a zaalizuic
hypothatical?

A No, it is not rsalistic.
20 Q Why not?
ﬁu A Well, that would »2 a2 exbraunel
It wouléd hava o be 2 market twitheut 2eaks and neny otisy

things.

8 B B

So I don't know of any markat OF any utility :c;g_ull

which dces not have a range of units for Lawe Load, fox

31
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imnediata pealiing powar ent o ferth. Ther ¢ouldn’z havs
that, just two 800 megavac: wnits and Raps e oo wfilaians,
Al30, of cowrses zhay viould hava “¢ Rivg = I monn

12 they had no coordiazticn apart Jrom 1l 4ho palsr manscaz

that it i35 unrszalistiz, 1% thay L2d ne pdinged

- . . olon oy w8

"y

couldn't operate. They would have to Lews eno ¢80 pnis 22 a
Togezve,

80 they gat 830 unite of powsar and ther wezld e
paying 300 units of capecity ond thar would Ls savise Jor
1500,

Q Dz, Wain, thare wes a dizcuacion in your awsss-
examiration of excass sajpacity.

If we suppose tiat @usess ezsacisr axisho 2a =ha

transnission lines at tha prezent iz wiszh ths OFI0 acucanlias

-

that municipal systams ‘wara villing zc poy for the
that excasa capacity on the traneniasicn Liner Joon an
ecencnic viewpoint, would that bz & henaefii o3 #ha €700
corpanies who own thoz22 transmiszsica linze?

A To the extent that they ¢2% oime =zvsawn: whieh

didn't get before, it scams ©0 mo eloarly 1 Lenulit oo chen,

Q Dr. Wein, with racard 9 an srneisrugs ceoncnias
vigwpoint, what is your position with raszgect o2 munlazipal
systers angaging in ccordinatad
faclilities, lst's say, wich the

‘sure?

e e - ————
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MR. REUNOLDS Lot me have tihat bask igain
could I plaase?

(Wheraupon, the reporter read Irom thae macond
as requastad,)

™E WITNESS: Do you mean, ilv, EExgev, i at oJoxg
future cate in plamning additicane to the =yatin, in thias

case =ransmizsion, should the monicipals scondinnts i in the

15

CAPCO companias to tha axtent that thay wou

in th2 plaaning of it aad 1f sons erassmicsdion facilicdas wihich

shey felt wera nesdsd would be puat inuo LLC8S p.and and L%

they wculé not have been put inZc the plias &y the CRPLC

companizs without them, thsn could the CO2C0 conpanics

adjuat their plans upon pavmen: of falz cous o as that!
If thet is waat you wean, the wugwer 1s /.

think that would e helpful, and it weuld aid corrzelition.
BY MR, MELVIN 35RCGIX:

Q Dr. Wein, thers was a line of crous-emamlaa
which dealt with tha posegibility of having seperats genmaticon
eransnicssion and distribution companicc.

In the case of Buckey? are not tha wensruiion,
trznamission and distridutica functicnc all June By gunzniate
entities?

A Yes,

Euckaye generatos the n2jor wiilisics? transanlecioa

and the RZA Co=-ops distribute.

- oo .
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rnd _ : k :
Q In your earlier cestimony vou zlludsd to #ha

1
g 4 frot that if generation-caly scavaniazg and tranzaission=-only
3 i conranies exiated, they might plan in a manmer which wenld i
1 {
d ‘ 7ield szcma excess cepacities., f
s ; Doas the fact hat an axraEs capscisy suists moaca 5
i that there lg cconcmic woate? ’

2 0.

Sometines your boast choice undur given anli prospase
-

tive conditions, iz %o have cueses copasi™ ne Zons saztiouliy |

elamant o your system,

- : Secondly, given tha unecartainiy of the Juturs, “ho ‘
12 ?03':7'.taf having planned for a given leval of copseier whe: :
13 & you have plannad toc much micst 2atall izos wasta chea the l
i |
¢ i error that you hawemada when vou nlar soo 1itilae,

- — | ———

IN the later case vou would hava a2 aneess i

capacity, dut you couldn't mout €he load. So t:at

—
i

there is no symmetry betwasn theza two thiags in cazns o
7

sconouic wasta. By and larga mest of the oo Zeon econom |
13 " '
H

10 - vy e l' .,.1&

& Plans to have some axcess capacitcy and you do zhat wish alinnl

.
oy
.

inventory coentrol systsma. You plen o have a canis

0
-

-

8

amount of capacity im order to aveid & ceriain rusous:, |

And you meay have scae gxcecs ot £hal o=irnt.

]

You couldnit have corpetition working vary ifaciivaly

unless thare were sone 2%cazs canacicy iu an indastoy. I

mes UD A

evoryone in a particular industry were jamcd um ¢

I

Bt et . w —
e B P o A —————— S 7 S
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a bidding uvp of the prices such £8 we have csen

sarcent of capacity, then what vou are 1ill2ly 4o 2et 13

the periodéd from the ond of World Warzr IT &c cccaslonal cines

in che scael 1adustry, for exammle, whers sverr.ody

ap and the prices go way up.

And 80 you are lookiag at this nrobl:m i ¢owas oF !
ths social accounting. It would hnave soan hesthsr tohav: acrs ?
capacity than less. ‘ !

80 in short, the answer i3 no, The faoh hat thave ? E
may be some cxcess capacity which in aay senss I ¢hink is E £
ineritabls for propazly zlannzd systarms, that JQseonl awan 3 ;

{ |
that there iz an sccnonic wacta. i g
2 In your tealmony vou rafarrsad o the Qilo é :
i .
Aatizowar Statuta. ¥You refer to it as a eutofl, ;
Just 30 tha racord iz clear on #his 2eint 1) !
|
you please give 43 your understanding oF thai siaomes ;
A 'Ae I understand it, it apriisc Firsi 4o é |
investor-cwnad utilitias and tha co-ops. ; ;

Secondly, it applies to zotail znd caatcuars wie ; ;

& ,
happea to exist and are receiving seme rertisular -arvies. 3¢ ||
that if I were a housing developzr sitiing olose Dawrson v

gourcas, onad frem Chio Bdison and onz fxex Ohio fow

2
.

I dacided for whatever r2asons I wanuzd €3 g0 o Ohis Tsunm,

-

now that Ohio Edison is sexving me the only v

~
-
-

get to Onio Power and =thae only way Chio Powar coaul

o e St r———
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is that I would have to cut cff for o0 dave.

~

Q Dr. Yiein, i3 the tastimecny that you have civin

/
y_

baged on thig statvte based ea thiz uadarstandlag o <ha
stataze?

A BEava I glven any tectimony contrmasy %o thaz?

i

Q I didn't suggast that you gave any contrury
tsstioony. I am asking you 17 thet ceszsiiouy 12 itaszd on
thiz understandiag.

A las.,

I thought you s2id nmisurdersiandirg.
Q I believe youalzo tostlfiad with rogawd 21 s

establishment of tha ratac vhich weuld be chizgsd =

customer which == in tha Stite of Qhio which Zocacsd suielilsz

cna of the municipal arsas, cutsida arn azca of o cisy o
municipality in the State of Chla.
What i3 your understanding —wi:h regasd 23 4l
Tatee charged by an iavestor-cwaed uiilizy Jez a gusto os
who 18 not locatad in a cilty or nuaileicnlizys
A A new customar?
Q Let's take a ncw custorer, vas,

A A new customer.

Well, if he is a new custcrer “ho irvastor-oiiro

utilicy can charge a rake and if it is 2 =9 vate, 2ll o

hag to do i3 file it.

T -

CHAIRMAN RIGLER: He can have = gzacial »zts 2

- —— ———s
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il that custonmar?

TEE WITNESS: 3¢ can havea azacial rate Sar fisi
custom2r &b far &8 I undarstand isz.

If it is 2 new aspaeizal raic iavastosesuucs
utility, thay can give it to thow and <$ile it wizh khe Puhii
Utility Commigeicn of Ohio, and that Lo 1z,

BY MR, MELVIN EER72R

Q Dr. Weda, Mr. Reimolds asked wvou abuni == o000
quastions adout tha captive and nzacaptive woolessls ouriede
which you define in your diraect cestimsny and uhich vav

!

; as one markat, your wholsesala firm power market,

i Do you know of any oihor 2concmlzis who avoez
i with this classification? In otiher words, 4hs luraing tor:il
{

§o£ the roncaptive and captive wholeszale markeis o the

|

il @elactric utility industry?

|

§ A Dr. Pace, for one, wvho iz an acongmisi Inc
!Applicants.

| CHAIRMAN RIGLER: %hare <id zs agrost

THE WITNESS: Alabama Powar Coapeny.

MR. REYNOLDS: Could I gat a refarencs to that,
pleace?

TEE WITHEES: Yes.

h Dr. Paca's tastimony, dirsct testiuvcny submitiad
in Alabama Power Cempany.

MR. REYNOLDS: May I ask him om wveir dize ia cxd

i

T — ——



to clear up just what it is Dr. Wein i:

CHAIRMAN RIGLER: Yae.
VOIR DIFE BXMINaAnIcs
EY MR. REYNOLDS:
Q This i3 Dr. Pacs’s view with
in the Alabama caso?
A Yesz.

He baliavees that ry dictin

9! MR. RBINOLD3: MHayde wa had lLactoer raad back sha !
iU | gquostion then and ask the witnmass if hie has reeoondad o2 tas i
1 quection he was asked.

2 (Whexraupon, the repostoer read from thz magssd

13 || as raguested.)

i4 THE WITNESS: Do you want me €9 answer it agein?

15 | CHAIRMAN RIGLZR: wo.
i6 REDIPECT BXAMINATION {Ceontizmuvad)

17 | BY MR. MEBLVIN BERCER:

8 Q Dr. Wain, i3 your testimony vou have ladicatzi €ianc

9 “ you buliave tha: Buckaeye, the wholesale ratern —-

8

A Can I just take £ivs minutes? I am goacting

b
-

vary -
CSAIRMAN RIGLIR: AL righs. :

(Recasza.) |

g B B

A
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BY MR. MELVIN BERGER:

Q Dr. Wein, in your prioxr tzstimony I halieva

w

you stated that the Buckeye Wheolesale ratss had very little
influence over the price COhio Edison charged its whclaszle
customers, but that the Ohio Ediszcn vh_.lasale
influence the Buckeye wholesale rates tc its clstributicn
cocpratives,

MR, REYWOLDS: Can I hawve a refzrence
to where you are taking that testimony frox?

MR, MELVIN BERGER: Page 6930 and 6933,

MR. REYNOLDS: All right.

BY MR, MILVIN BERGER:

- Dr. Wein, do you have thosez two rz=lerences?

A Yes,

Q why is it that one wholesale price inlluences
the other, but that the reverse is not true?

A Well, I think I have given the reasons as o
why Ohio Edison's prices would infivence the RIA's prices

in this area.
Mow, why weculdn*t the converse holl?

-

well, I think think there arz two reascnsg o

™

W
N

o b w0
(SR

it. One of which I have alluded to be

But Ohio Ediscn's wholasale marzet ccrzistis of thne

noncaptive and captive wiolesale mariets,

The noncaptive bLaing a2 va2ry small prozoxiion of

-

———— =

—— ————— e g —

e ———— . St o

!
|
]
{
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total., And the second reasen is that Ly contraccuwil

tr

provision betwzen Buckeyz and Chio Edigon, sa.ss oY
an REA distributor in Ohic Bdiscn territcuy is sudject
to this S0-cday rule.
So Buckaye, its 3 distributor, oould nog,
under that contract batween Buckeya and Ohlo Tdiszon do that

unless, say, the municipality wantad to detach for 0 davs

and this, cf courze, is not at ail

— e —

for a municipality.

It might be possible for an individual
customer to do so.

And if you could find such a municipality that
was willing to Jo so, then Chic Edisca can refuse o wheel
the power to the Bucikeye distributor.

So for all intents and purpsses, that contructual

provision renders the competition om Ollo Bdlscn from a

Buckeye distributor pretty de minimis, that and the

other description I gave. $o here you nave a one way
fluence much stronger than the influence gcinz the otlher
direction.

Now, I suppos2 you mignt ek wihy <id I pat them in
the same wholesale market and that is for two razs2as:

T think, absent that contractual provision they
might have. But‘iu any case there is tha iafluzance of

=, - g s »
Ohio Edison on the Buckeve distributesls And had I faken
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them out and mede - rural electric cocparatives a 3epaLea
wholesale market all it woulé have weant iz chos fi weu e
haveincrensqd the share that I showed for Chio Zdlgen
had I decne that,
S0, it is cne of tacse kinds oFf aAcibicons

that we now and then malke whizh don’ fie agutly into a
category. And I sinply, out of au abundance of econiior,
did that tryiag to not raise the parcantages v mone
than they, ia ay opinion, propoeriy ware, I eimply &id thag,
did not make them a submarkaet.

G You just monticned ths Ducheoys corntractc, wera
you raforring to tha Chio Puwver, Chio Dilasa agTenwant

or both of those agreewsnts?

A I think they involve both of tham. T am ace
sura,
Qe I am going to rofexr vou o the transcexipt,

page 7,000, particularly line 25, and geiug on co 4he
next page, 7001,

There you are asked to mak2 & comparizon
between Toledo Ediscn, Chio, and Chioc 2:izen ¢ Leuao =

in your prepared teetimony, 7hich iz sags 134,

I would like to ask you if the trimucrips

reflectrs that you made a comparicon betwzan Toledo Zdisea end

Ohio Powey, rather than between Tolado Bdigon and Chio

Edison.

S -

B P ——

. ——— A ——————
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S What page is that cu?

a Page 134,

h What is the quascica?

i The question i3 whather the cowperiser vou nede

as reflacted in the transcript was tho one that vou

wers actually askad to make, whathar you made a comparisan
tetwsen Toledo Edison and Chi¢ Povar, rather tuan batweaen
Telade Edison and Ohio EBdiecon?

8 I guess it i3 between Cdnhioc Edison aad Chi

Thatsis what these numbers ares refarcing to.
e I would like to refar oo ncw to page 7005.

MR, REYNOLDS: I thipk tnat isc still coniuzad.

CHAIRMAN RICLEZR: On pagz 7000 ghould’ £hu

question read, "if ha had madse the proper comparicon®?

MR, MBLVIN BERGER: The quesiton would have 2sked

for a2 comparison between Toledo EBdiscn =ad Chios Peower,
TAE WITNESS: The question has Ohic Pover oad
Toledc Edison in it.

CHAIRMAN RIGLER: So on paga 70001, licg cusz,
whera his answer was ®Toledo Ellsen cnd Chio Pdisen,”
how sheuld that have road to validate the couwmarisconc?

MR. MELVIN BERCGER: "Ohio Powar.®

CRAIRMAN RIGIER: And tle zama t2ing oa lize

15 ompage 7001, the refaronca to Chio 2disen cheuld lLave bear

S S —— F———
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Ohio Powexr?

MR, FZYNOLDS: I don®t want to changa my quection,

1f they want to chanye the angwar thet i3 Ifino with ma,
But my question is exactly as it is statad there, I have
no préblewn if thay want Lo change the angwer,

Or 4if they would want to esk the quasticn
to get a cwparison betwean Toleds Edison and Chio Ediscn.

The answar relates to a cemparison betovzen
Toledo Bdisan and Ohlio Powar, as it stands now, walch
would not he a correct raspeoncse Lo thae questicn.

liow, I assumed that what Mr. Rerger was going
to pursue was to get Dr, Wein to give the anpvor for a
comparison batwaea Tolede Zdisom and Onio Bdisen, which
was the guestion that wazs asled.

And that I agry=2e with, But I dou'z +thing the
way to do it i3 to go back and changae thae question.

CHAIRMAN RIGLLR: No, X aqgree.

THE WITKESS: Let we juat go through now

" between Tolado EAizon and Ohio Edison.

CHAIRMAN RICLER: Defore vou do that, the
question is properly posed as Appliconts wished 1t posad

on page 7000, The answvar on line 1 would have to stand,

iine 1 of page 7001 would have to stand, notwithstanding that

the Witness may have misspoken ana meant t©o say Chic Fower.

!
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However, when we conme down ©o> line 15, the
refarence to Ohic Edison, we should noes "Hat probzbly
was mezn: to ba Ohio Powsr, since the Witness juat iIndicates
that was the comparicen he made in the aniwer beginning

on line 3.

THE WITNESS: No, that 1s not richt,

CHAIRMAN RIGLER: Then ¥r, Parger, you had batisr

tell me what your problem isg.

TSR WITHESSs I deon't know witat his prcblen i3
either. But the first - s#er on 7030, thut is botwean Chio
Edison and Ohio Power.

Now, I am just checking the arithmstic
in my head, and the seem to be approximaZely what thay sheow.

CHAIRMAN RIGLZR: Byt the question was to Chio
Edison and Toledo Edison.

THE WITNESS: No. "hat is on the noxnt pavs.

I tock the pair, the first pair, Chio Power and
ohio Ediscn. That is on page 7000,

Is that right?

MR, MEBLVIK BERGER: Yea.

MR, REYNOLDS: You are *“aliiing about lina &
throush 14 ca page 70007

THE WITWESS: That is right.

IR, !ELVIN BERGER: I have rno prcblem with

that.

I
|
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that,

THR WITHESS: ALl right. let's go dowm to
page 7001, lat's see if I aid it arizhmetlicalily.
That 13 all. It iz a guestion of my ariturazic In
my head,

Poledo Edison is zbout 7 peresnt highar tham
Chio Zdison, Fo that is not 7. That weuld ba 2bout 2.
3 1/2 percent.

In 1970 it is asdout 9 paercent. o chinge 7
to about 3 1/3.

That is all we have to do there,

And in 1971, between Tolude and Chlo Edisea,
wolado is sbout 1l perceat ihdcher.

And in xg72 it is zbout 11 percent highar,

and ia 1973 it i3 ebouwt the sia.

Toledc Ediscn and Ohio Zaissn.

Iin 1973 it is abcut the same,

So they are diverging and they ceineids
2t a particular point,

New, what is the queation, Fr. Zergeu?

MR, MELVIN BERGER: 1I believe you xacwersd the

qua'ticna

——— o
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BY MR. MELVIN BIRCER:

Q If we could refer now to vaga 7005 in the
transcript, and particularly lin=e 7 and ¢, Thayxe is a
statenant that thore ars no nonusptive wholasale uarkeis,

Is that an accurate statumeﬁt?

A No.

Thers are no noncaptive retall markats,

Q Dz. Wein, in your prior testimony wvou eilecludad

the purchzse of both coal and wranium frow i reglenal powsy

axchance mariet.
Does that mean that <h2 purchase ol ceal and
uranivm have no competitive signficance in dotarnining Lle

cost of preducing power?

A Wo, it doezn't mean €iiat.
Q Dr. Wein, have vou examined data conceraing

competition which wae cbtained by -— strilkz that.

Have you examined documente concornad in compatitica

which was obtainad by ths Departnent on discovary during thic

proceeding and placed in zvidence, all placed in evidanca
by the Department in this proceedinc?
A Y23, I have examined documenis.

Q Did you discover in taoea docnnants, anything

that would tend to indicate the uxistance of coomneieition that

would invalidate the geographic markets which vou lavae

employed?

e A —— . ——- w0 "

—— . ———_— - T B @, G neto. S S
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A No.

Q Dr. Wein, in your tecimoay oa zrosg-axcaination you

used the term "economic dispatel,.”

What did you meaan by that Cexru?

A what I meant by that term wac th2 efforts chat

a systam or a group of syStome make in txyiag Lo obtain the
most economiczl generating zeurce o mte: a pavticuloxr load
on that system, or if thoy ara intercornected eyotams,
between thoge systems.

MR. REYNOLDS: Dr. Wain, I'm sorzy, I am having
troubls hearirg you acain.

THE WITNESS: Dié wou hexr what I gaid?

MR, REVNOLDS: I caught the first pazt.

Maybe we could cet 1T read back,

(Whereupon, the repor-ter rsad from ths recoxd

as raquasted.f
5

-

’ BY MR, MELVIN BERGER:
Q Dr. WBin, how docg CiPTO prac:tlica ceconomic digpalceh?
A Well, at the present Cime and Iin the past co iaw

as I can tell, CAPCO dces this  “rough telophonic comrunications

batween the people at the different control cantors of thz

inéspendant CAPCC companies.

MR. IEYWOLDS: Zou will have to graak ap 2¢1iin.

THS WITNESS:. -- of the indspendeat CA2C0 comzarl

so, for example -- and they have a Jot of

L]
'

l
i
i
{
|
|
|
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talephonlec communicationz betwsen them, lots »Z lines =nd all
that sort of thing. Pnd if Tolede hag 2 particular load
and a prrticular generator which ins opiracinz aay =t 10
mills for ks incramental cost to supply thail:ad, it has

son2 information about the othor monlbors of tha systen _ad

it would call up a contrcl area in Clio Edison, zey,and inguis

as to whether they have capacity aveilable which wvonuld roduce

that powar at less than 10 mille.

And than, they of ccurvs know the amountz aal
the purchases. And 1f they do tuat, Toledo will graet dovu
or vraduce the capacity of its 10 incramsntal gonsrater and
gat it frem Ohio Edizon and will pay the pricae Zor this
particular powsr usually on a split savinga basis.

Now that is dons in the CAPCO pool. It i3 only
the beginning of more sorhlsticueted econonde dispatch which
is based on a central control area in which compuiore are
used and which a lot of stuff is fcod into the computers.

CHAIRMAN RIGLER: That wasn't part of tac guasticn,

If your answer was, by telephene, that is all yeu

need.
TEE WITMESS: Ckay.
I was trying to contuast it to %hoa othar tysa.
BY MR, MBLVIN BERGER:
Q Dr. Veia, I would like to rafsr vou now €O

question 27 of your direct tostinmony, which iz on page 30.

i
|

i
|
a
|
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i
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A All right.

. ———— e —

Q I believe you hed proviocusly Lcstified that ~- aboul,

the possibility of drawing concliusionz £xon the coacaniration
data ccntained ia Question 27.

| Did you mean by that srevicour meatimuny that you
conuld éraw no meaningful concluslicns f£ren €45 data alona,
starding alone?

A No.

What I meant was that you could deaw uo
necessarily wvalid conclucions, nut weaningfiel ,but noecaszarily
valid conclucsions; for examnple, about wiat was going oa irn 2
particular arca on ths basis c¢f the national duka,

It i8 certainly conceivabli shit In a particular

state or ragion within 2z statae,that thaore nasa't Leon any
concentration for a long time, evaa though the natloazl deta

show that in the United States as a whole, shat 2hers would
ba. But that the importance of Lringing it in is razanse
it reflacts a general phanomana which I understand te 2z ths
policy of the Unitad States that conzantratics od 4o
elimination of independent firmme is contrasy o Inecrzages ia
concentration and elimination. It is contrmny <o thae nolicy
of tha United Statee.

CEAIRMAN RICGLER: That i3 not the quastion,

THE WITNESS: What iz ths question,

CHAIRMAN RIGLER: iHas ha cngwered veur guasticn?

- S—
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MR, MELVIN BERZER: I bulieve he !

BY MR, MELVIN BERCIN:

Q Dr, Wein, have you had an cpwvortvaliy Lo siec!: ovar |

the ficurecs contained in answer to Queetion 27 and raviza chen?

A No, I have not had enough tino vat to o that.

MR, MELVIN BPFRGER: I believa thet would ecrclude
the Pepartnent's redirect ca Or. Weln.

CEAIRMAN RIGLER: Mr., Legzy, do you hnve any
questions?

MR. LEESY: I would like to ask three guestions.

MR. REYNOLDS: I will object.

CHAIRMAN RIGLER: Owarrulad.

RECROSS-IIIMINATICH

BY MR, LEESSY:

Q First, Dr. Wein, would in vour view a wiclesale
customer with no opticns of vhseling or omerzlilp in larxge
units, have any rate protection against elther pror nlarning
by management or axcessively hich constyxuction costs Ly
his wholesale supplier?

MR. REYNOLDS: Object a2 having bBeasn asked and
answered.

CHAIRMAN RIGLZER: Overiuled,

THE WITNESS: Mo, I don't think he veuld have

any protection.

P ——
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BY MR, LESSY:
Q Secondly, what are the cconomic eonzoquences of
a requirerant that in order to have acessa ©o a porticular
CAPCO nuclear powaer plant, the rxequestiang cntiiy must alzo
agree to purchase like capmcity from the tcal capacler
program of the utility over the pext ter years, involving
approximately 1l base load power plani3 primarily auckens?
A Iat mo see if I understand thatouzasclon,
You mean if Entity A savs ©o 3, you waant 10
persent of thig particular plant, you got Lo buy I paroent

over the next tan years?

Q Yas, sir.
A I think that would ke a very restriciive arranse
nsnt.
pPid you ask aavthing elee?
Q I asked for econoric ~onszguencas.
A The economic cengseguences would ba, of zourse,

+ a customer of Entity A might be farosd to purciunie o3
a price of getting the one thing he wants, 2 Lot oI cihar

things he doesn't want, in which case the o033t would 40 uB,

Ha would be engaxdng in exchaags be  dida't want

end it amounts to taking frcm him thz £Lvll valiu2 ha #ezs

in obtai:ing the first transaction by ollering and forcing en

him detriments which would offsct the firet croansactien.

Q Third, what is the consaecuence of an zdditional

o S — < A Y
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requirement to the one I Just gava veu aboul ace=a
that the maximum capacity available per unit ovarxr tha 10~
vaar pericd to the ragquasting entiby wauld ba Zlclued to 18
paercant of the esuimatad peak load of that enti.y?

A Well, again it reduces ozticas of tiha meguasting
entity i vou assume that thare is inllotion, that tierafors
cost of “he 7uture entitics are coing wo risc.

It takos from him the opulon by taking thizs par-

ticular numbar, 10 perzent, ha misht havo ia vind that

)
(15
S
g
1]
X
)
123
’ e
v

thare may be increases in the priccs of thes: int
entititas. 7“hat instead of taking 10 porcaat, as wants 25
parcent, because he feaels that that is were cononical aow
compared to the others. And ha may havsa way of diapssiug

that capacity or utilizing it ac he wiches,

G

S0 it cercainly poses again an un~ccnoml
tion which could be evary unsconcuicel. .

MR, LESSY: No further quastions,

MR, BJZLMFELT:t I have no questionz,

CHAIRMAN RIGLER: Do wou lava any »2¢enesas,
Mr. REynolds?

MR. REYNOLDS: Yes.

If I could have about fiva ninutas, I could
probably pare it down to just a f2w guestlionc.

CHAIRMAAM RIGLER: All right.

(Reces3.)

to nucliear,

L ———————— T — o S———————
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CHAIRMAN RICLZR: 9Qkay.
Lat’s precead.
BY MR, REYNOLDS:
Q Dr. Wein, have you made the caleulaitioas veu indi-
cated you wars going to make for us dering tha lunch breal?
A It is not necessary.

Q Why is that?

fote

b

A I have acceptsd yvour chart az corsract., I¢
Just not necessary toc do it.

o] That would ba true «van if the incranshizl ccst
increases at a slcwer rate?
A As long as it increases at any pozitive zate.
Q All right.

I believe you indicatzd in commectica with

Mr. Barger's quastion to you rzcarding Anplicants' Iuhilbic <4

that it was your view that 1t wes nc:t desirabls

L
«
§
v
(9
‘
B
¥
{
{

to other alternatives iacluding an cwnershin particimaiicn amzag

acme of the othars that vou liztad, is that corrcat?
A An ownership participation and £ull scozdination.
Q All right.
Is it not a fact that Applicantz Exhidbic 44 offera
as an alternative, ownerchip participaticn?
A Yes.

It is a fact that 1t cffers owvmershlp paztisipatios

Q Ia respense to a quegtion by M. Derger regavding

T UAp——

S ———a
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differential advantages that investor-cwviad vellitlazu bave oval
municipalitias, you indicated Jedors:& income s,

enéd alzo acealeratad dopraciaticn.

If a taxpaying Lusiness oots & meqasticn in

it3 corporate tax rates, doec that provide a 4dlllarani

advantage ovaer a firm which hes undsr the law ao Lax

atc all?

A Well, yes. It could preovids it ard zoxatines they
can get not onlf a reduction, s.2otimes thoy gan ¢et credll,
That means they get money gk,

Q Bow many isolated municipal crstemz are theze ia
the CAPCO arsa?

A You mean ganerating eyseanc?

Q Yac.

How many icolatad ganerating eystczina?

MR. MELVIN B3BRGER: I3 Liat ag of coday oxr a2 of
whon these proceedings started, or --

MR, RBTHOLD3: Az of teday.

THE WITHESS: Wall, they can't b2 much 1285 than
what I hzve in my testi=omny.

I don't know. Scm2 of them mar hav: susc atorped

producing completaly.

CEAIRMAN RIGLER: Well, what iz tohe Zicura?

TAE WITNESS: I would have to check iy masy

It is a small nuxbar., It devends sn the tasm

s > prA— s st .
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"isclated.”
As I view it, MELP would bz izolated, Norwall would
be iszclated.

BY MR, REZNOLDS:

Q Does Norwalk ganerats its slectricity?

A I don't think co.

Q what is your dafinitionef an isclated systom?
A' Cne which has gsmrating units and uses thexm and

ona wihich has nc coordination.

>
-~
]
F+]
»
ote
r
IS
ia

Q If a system has ita own ceacratic
intsreonnectsd, would you conasidar it €o be an lsolzted a7

A It depends om the nature o£ the laterccennection,
what tha restrictions are om it.

Q So it might bs?

A I gave you a definition.

If it i3 interconnec:ad and dees noct gt acclls

to all the possibilities such 28 you heve ia a powsr cuchange
markat, it is isolatsd. That is my deflinition.

Q Dr. Wein, as o industrials waich porfora ¢ vholoe-
sale function, did you put then in ths wholssale market o
tho retail market for purpogaes of thiu procadlang?

A I put them in the maciet in which the aApplicants
put them, which is the rotalil market.

Q Will you defina for me vhat your cnderstanding

iz of the term excess capacity?

S—

U S——
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territory is not the company which is

a If an antity oxpects o
its over a time intexval, it has

iaterval of somthing greater than

capacity in that time irzerval.

Q I D»sliave you indicated in rasponce to another
question by Mr. Barger, *hat in cornsction wilh tho Buckave
arrangamant, separate functions are perfornod at tha ganaratioa,
tranzmission and diat;ibution ieval.

I3 it not a fact, Dr. Veln, that thz ccopzratives

that perfoim the function at the Alstribation lazvel z2ls0
owm the Buckasve generaticon?
. MBLVIN BERCER: I wouid obiec:.
I think there is 2 niccharacterization of

Dr. Wein's tastinmcny.

MR, REYNOLDS: He just agread with wa.

MR, MELVIN BERCEKR: I kolisve Dr., Wein testillzd

) L+
a
E———

that the different entitices parfoxm the three diflarent

functlions.

Is that what Mr. Reynclds had in nind?

MR. REYNOLDS: All right.

I mean, he agreed with my stakemnant.

-

REA in, say, Ohio Tdison's

THE WITNESS: A particulaz

Geln o

operating tha geacration.

Maybe an owner of it is not operating it; mavee

OWnaIr8.
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BY MR, REYNOLDC:

Q hy do yo¢ say cunt

the Bu

A Buckey itsali

saparate entity, as I

that entity of the Cardinal
#ho own that particular goner

rural electric distritu

But it iz not in
given you actually opsrz
Q Do you know vh

an operating committcs of

MR, MELVIN

I think this is well &

redirect.

CEATRIIAN RIGLFR:

THE WITTESS

reprasantativss.

cieye genaraticon?

) Shdoiraie
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BY MR, REYNOLDS:
Q Dr, Wein, what is the bisis for vour tiuzivcavy th

if a customer locates cutsidu a mvalelpal erea, a new
castomer, and is served by an invesitorecwazd wtilisy, oh

Vil dend P e
that investor-owmed utility can chazrga a soacicl wuso s e
new custonerand the PUCC has no choic: bul 0 aoue
rate?

A I said if the customar, if +ia wtility £fil:s a
new rate or a new cusiomar, as I undarséznd i, ond os
Counsel has informed me, and we hava keth rozd the lor usos

it seems tc me that that is coricct.

Now, that ie a legal gquasctica waish vou -om

L A0

discuss.
I am not an cipert on Gnio lazw.

2 Does the utility file 2 new rate for coeih nzey

customar that locates outside che municipality?

A The new utility has a c¢hoice.

e T S

this class in which it files the same rute, or 47 L& ishaa,
it could say that this custonmar 5..;; in a spzeizl elass for
which I have no rats ca ‘:fila, and this is the ra%z
now filing. N

As I undarstand it,when he takas thz:

option, 21l he has to do is file ths rate =nd tha

Vas

-

‘anly thing the PUCO can do is ruview it the aexi wine L3 wanse

Ll e

D S UL U = ————




kw2

14

18

16

17

18

& =

8 R

=~

to ralse the rate.

48 Do you know whethe:s
hava filed suuch a speciol rate

outside a municipalily

A Yo,

Q And what is the bmsis foT Y

cribing the masmer in which the

eccnomic dispatceh?

A I raed a depositiocn by i, Vane=z

the other,

Q Did you road any °F

A Ho.

T read this testimcay by Van

what they do.

It scams toc me thas that is wi

I have not nzde thalt

Van Bradiczd.

I éidn't re=

Trie sngl S
Bradiozd

-

for a

CrRITC

P

sogns = &3
SNy 9% e

withia tha lasi ten yozx3?

ap Jedes

I zlsc mention to yot tha doctment writtem Dy ohe

ARCD

shgineers from CEI, whizsh states that CRPCD

team power and thus engages in accacnie

That teorm hag two sS2nses.

MR,

CHAIRMAN RIGLER:

Dr., Wein, thank you very

REYNOLDS 3

a2 . 3
. L Pl sladh
4.‘3.‘;)0'..!-~—"19

MR, MELVIN BBRGER: I belliavs

more quastion relating Lo

him about,

gomathilng

~

T don't havs anytliliag

.
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CHATRMAN RIGLER: A1 wight,

PURTABR REDIRECT 2XAMIIIRZZIC

BY MR, MBELVIN BERGER:

Q@ Dr. Wein, when a ratz is #iled Ty an U0

in Ohio for a ncw customer, which iz nct locn

------

o
"
&
D‘
H
Q
L
»

t
‘

|
&

a city or mmnicipality, doos th

.of Chio have any power o changa Laat I

- 28 T underxctand it, oaly il &ha zata I3 Wl

and I am not sure about thaz,

But I know they cartainly Love a0 ©LOAT WO
change it, if it is the sam= or it is lowered,

Now, whether thay on thair cun Qun camnfe
without zcmecne chaaging, I & nct guite sure of thal
¥r. Berger.

MR, REYNALDS: Let me have tha laznt palu

of that back, you faded sui.

THE WITIESS: I seid I om not Surs wasoo
on our own initiative if == well, i< 14 is8 2 naw =

can't change it, They have no pouaI Lo vovicw it o

at the first shot.

q CHAXIPMAN RIGLER: Thank you wvany mulh

{ithszs 2ucusad
CAAIRMAN RIGLZR:s OI£f tao record.
{Di1scussicn off the record.)

MR. MELVIN SERGER: The sthor Zzy w2

3
J

s, .
i v

L
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to retype the tables that csatainaed certain nomezliscl
erros, and we have distribated coples ef Tobls
4 of Dr. VWein's prepared direct testimeny.

We would now like ©o mowe thal DI=-387, wilica

is Dr. Wein'’s preparzd diresct testimony and alsin Li-300.

"
|29
!

i
s;

which is the chart Dr, Wein prepared and “ostill
othar day.

We would like €9 mo=a Zhat Lot of tiise o2
accepted in evidencz,

MR, REYHOLDS: Mo cdjcaticn,

MR. SMITB: You aza throwing away thz rsgular

MR, MELVIN BERCSER: Tes,
MR. REYNOLDS: vhat arse wa throwing vy
MR, SMITH: The charte that ara zeplagcing uhore
cther charts.

CHAIRMAR RIGLER: All righo, Abgonl <hiooil
we will receive into aovidence E:.hi.:.;.: 5S¢ and Exhiblr
587 at this time.

MR, REYNOLDS: Subject :n the prior zoilnga?

CHAITMMAN RIGLER: Yos.

T = . . " az

{The documcents previcuads
e A e B R Tk

mazkad Zuhibits Lo=-3(7 o

=R Ne o o S FX anndhil o=
and DI=504 Tor ldenptiziaozfion,

were rocelval ‘un svidinecs.)
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CHAIRMMN RICGILER: Cff tha rooord,

(Discusaion off the record.)
CEAIRMAN RIGIER: All xrichi,

2ight ahead.

MR, REYNOLDS: wheze are we rmolling

MR. MELVIN BERGER: I weoald Zikc

puarber of stipulaticna whish tae Tapart:

with C2I ond thay are as fcollovs:

Between Septembar 1, 1565, =nd

in 1975, Mr. lee C. Howley was ox ofilcer

Between Saptaxhar 1. 13453, and

Mr. Ro M. Ginn, cspital 8d=-n=n, !r, R, W

Mr. R. A, Miller, have bean oificvers o:

Becwaen Septamber 1, 1275, and

f(r. H' L. wilnm' :L’o ao To Sakl:’, ;:"“L.
Mr, F. W. Brooks were officesrs of LI,

-

I will stand corracted caat !

-

v

not ayt retired and ha is still cn offlicer of

Cn DI=Exhibit TJ=420,. the in

stand for R, ¥ KXemper, Keg-mepea-r,

The axhibit waos writtan by 2.

Ir.,
On Exhibit DJ=33%, the indticz

for D. R, Davidson.

And this exhibit -= hg notes vhich 2w thin

e S——————

e ————  ——— 0 - ——
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ankicvit wers taken dy F., P. Senar, Swe=n~e=r,

Oon DJ 398 the indtials .7, ctand for Donaild

Hausay . the initials J.R.D, ntand for D. R, Davidai,

L]

The iaitials H,E.C. stand fer R, B, Carusc
and tha ipitials F.?.5. staad fcr 7, P. Serner, S~e-nws-~rT.

on 2xhibit DI-384, the initials-w.aoxs-stani for
W. R. King,

The initials R.E.H. stand for K, H. Baxrrick,
Hegermy=i=c=k,

on DJ=-330, the initials L.2.J. stand for
D. E. Jankura, J=a=n=X-u=r-a,

And Mr, Xender, vho is named here, st that
time ce was the manager cof inductrial sales,

And,finally, on Extibit DJ-3%3, the nawe
e, L~e=2, is Lea Yswley, H=o~wwl=ac=y,

' CAAIRMAN RIGLEZR: 1Is that so stipulated,

Nr. Greenzlada?

MR, GREZNSLAD3Z: Yes, sir.

MR, MELVIN 3ZERGER: W2 would lika =o mark &
sunder of documants now for identificatica.

I would like to hava marked for identilication
as DJ=~598, 31 onae-page documen” enticled "Planning
Proﬁect Log.® Then in quotaticns ®Elizization of Iszolated
Electric Power Generation Fzcilities in Bastern District.”®

\‘

Thie bears ths docvment identificaticn nwabax 3=177.

-

———— i —— - ——— " S——_ . o
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I would like tc hava marked for identification
as DJ=539, a document entitled “Cutline ¢f Prcgram to
take Advantazge of the MELP’s Philesophy of Independent
Cperation.”

MR, GREENSLADE: <Can I have an oiffer of proof

on that document, DJ=5397




——

‘slectric light plant == 1%

MR, MELVIN BEQCER: document thers

On this

-

- - 2o - -l - A - A 7
sacond dozsumen® oxX a var: of a cacond

arparantly was a

docunent

ferda e

dccunant atitached %o tha fivst

The document we are introducing coazictzs af alght

5

pages, and the Tamaindar of it shouid ke dizvacarded.

page number after page $ on ithe documant is

page 2.
And the sescond {coument, Or a »ortionof 4t should
ba disregardad.

This docunent will ba offzrad

-
o

objactives which had -~ axzcuze me,
preve that CEI had the obiazctive requiring =bhe monisipal
weuld go &o
of C2I's actioneg, which if lockod at in

Panpy
':.‘ S 3

not seam overtly anticcmpetitive
to acguiras [UNY.

In addition, it would
opinicn, an interconnaction wiith MELD
tha possibility of acquizitcion.

The stipulation on this docwmenz is Liat 1% waa
prepared in late 1967 or early 1368 by mulitiple antghers.

MR, RETNOLDS: Mr. Serger, you said thizt tns
attachment following rpagae & sheould b2 disraguaxdad,

There is nothing rediined, co vhy would I

it anyway?

MR. MELVIN 3ERCZR:

That actacnnen

i
I
t
‘
O

- —
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the document.

I guess I should havz said diccaxded. it is

apparently 2 separzte docunent.

MR. RETWOLES: ALl wmight.

)
(13
13
5]
‘l
v
A
o
L

-
2
(")
3

CHAIRMAN RICIZR: VWhich will not b
intreduced?

MR. MELVIN BERGER: That is corrack.

CHATRIMAN RIGLER: &0 wWe czn throw it awov?

MR, MELVIN BERGIR: Yes.

e would like to have marked fer identification
as LJ~600, a two-page docunment entitlcd Painesville

Prazantatiocn, President's Cecunecil, Friday, Juns 1€, 1853

()

’
which hears an internal deocument nnbsr of L-310.

The stipulation iz as fellows:

This presertation cutlined in this documane was
made as indicated.

MR. GREENSLADE: May I have an cifar of zyxeof on
this document, plaase?

MR, MELVIN BERGER: This document ‘viould ke
cfferad to prove that CEI haé an interest in . purchasiag the
Painesville system and a Posslbls plan to efizotucie that
goal.

It would 2)lso b2 offerad to nrove that CEI fgaxed

an FPC oxdersd interconnectin batween iteslf and the

municipal systems.

e ———
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It also would be cffared ©o prove that C2I
formulated a plan of ceabatting the Poineasvilla-iiINY
expansion, which plan was anticompatitive in aatars,

CHAIRMAN RIGLER: Noxt?

MR. MELVIN BERGER: I would iiks #o have nazrikad
as an aexhibit for identificaticn, LJI-601l, 2 wmandranduem
from H. lLester and C. C. Chopp, to C. T. Loshing. IL bzars
an intsrmal number of 1-09.

It cousists of 7 pagen.

CHAIRMAIl RIGLE®: ligoui?

MR. MELVIY BERCER: I weuld like to have aazkasd

for idsntification as DJI-602, a requaat frem 2. W. Coan o

R. M. Ginn, which consists of four pagos, end Ssasa an
internal number of 1-126.
I would lika to have markad for ideatificatinn 22

£J-603, a document whick bears ¢he intarnal awmbar of 1-1.53
and the £ront cover of which iz 2z handwrititen ncte Ga%ed
11-28-65,

MR. CREENSLAPE: Could I have an oifex oO:
this document, Mr. Berger?

MR, MELVIN BZRCER: Yas.

It consistes of 1l pages and we would a4d,
redlining pages 3 and 4 < tais decumant., THav chould s
radlined in their entirety.

MR. GREZNSALDE: Could you batter idantify paces

-

SRS —
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and 47
MR. MELVIN BERGEQ: Tea. : ;
Page 3 has a handwritien note in the nroer might- 5
hand comer,"not used,"  aad a typewriticn lagond on the

|
|
|
!
top, "“"Ccme on, you have got ths bali!l” 5
]
Paga 4 bears the numbar 2 at tha top 0of ths zage, |
{
MR, REYNOLDES: Is thiz dececwneni b2ing intrcdused |
for the truth of the matter z2aserted tharein?
MR, MELVIN BERGER: 7The offsr ¢f prool on thiz

docurent is a3 foliowe:

It is baing offexed toc prove tha deagins to

{
|
purchase MELP on the part of €21 and it iz oflfarsd ia suzpert |
of the Departrant of Justice positicn tha:z CBI io 2

{

raticnal about the substandardizatlica o

ra
(3% ]
o
)
o
H
0
i
(23
L3
™
it
i3
0

citizans of Cleveland by the other 80 percent i3 really 2

tachnique to realize the coupany's objecilive 4o accuize
MEL? or to compel a rate fiuing agraemsnt with M=,
MR, REYNOLDS: Can I get an arswer o a1y question?
MR. MELVIN BEBRGER: ¥Yhich portion are ynou raferring
t3?
MR, REYNOLDS: Well, which portion ic rkelng offerad
for the Lpura ©f ths matters assarted therein and whica ig not
MR. MELVIN BERC2ZR: Do ¥you wizsi us to go thzough

this.docnment line by iine?

MR. REYNOLDS: 1ilo, redlize by redlinae uculd be
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sufficient.
(Laughitsr.)
MR, MBLVIﬁ BER3ER: The mexosondwm waizh is

page 3 of the document would b2 offexed for the zyush.

The advertising copy and the othser dizplay whizh le

il

da 't 2 " " -
14 for the itruti of the

attached to it would rot Lo offer

]

mattexs asserted therain.
CHAIRMAN RICLER: ©Next

MR, MBLVIN BERGER: I would like %0 have marka’d

for icentification azz CJ-604, a memorandun frox E. E. Muugans

to R. W. ¥Wyman, waich bzars internal nunbar 3-127 and con-

sists of 11 pages.

MR. REINOLDS: OCn my copy I have got & varv clece

margin on the righit-hand zide and I can't tell wicther il
is all redlinsd or ncne cf it iz redlined, or poxticas of
it are/tadliaed.

CHEAIRMAN RIGLER: Mr. Charnc will work thit cus
with you.

MR. MELVIN BERGER: I wounld iikz to have markeld
for identification as DJ~G60S, 2 document entitled “Mamketing
Group Planniag Projecz.®

It bears internal number 3-13C.

" MR. GREENS;ADB: I would 1like to have an cffaer of
preoof for that docwmani, pleana.

MR, MELVIN BERCER: It consista of
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W2 would requezti tchat a zad
7, tha rasults cf survey rage.

The raed lina2 worlid be added foxr tha #ixst line
across which refers to tha comment n that 1linz, jusec --
in cther wozds, just the Zfirst lina Zor thas Fansar
Manufacturing Company be redlinad all the wiy aacrss3 the
page.

MR. REYNOLDS: I don't understaend what you just
said.

wWhat did you say?

MR, MELVIN BERCER: Just this pertiorn.

MR, REYNOLDS: 211 right.

MR. MELVIN BERGER: The stipulcticon on chis docunznt
is that RWW, in ths uppar right-nand ccrmer whale it
says "approved by RW#," KW is R. W. Hyman., I is the vice
preosident. He was the vips prasident at that tina,

And the cker initinls ars those of v, Kaundlar,
the manacgzar of industrial zalgs.

The docunent would ba offeral Lo prewe fhat thiz
disadvantage that MUNY was undor corpeting feor ladustizesl
cuvtomere, the fact that thers ic & rats diliszaatial
batwean CBEI and MUNY, that it would be hettor for CIX
if MUNY's rateg are raisad and cthat MW 's especify was limitad

in 1965 and 1946.

And I would lika %0 have nerkad as 3T~
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docunen>, the first page of which just nhas the word
Category 1 on the outside.

The gecond page of whisn is entitled, Marketiag
Group Planniag Project.

It bears aa internal nuzker of 3-83.

MR. GREENSLANE: Could I have an oftexr of proof on
that?

MR, MBLVIN BERCER: It censists ¢f 1P pages.

This documant weuléd ke cifaxed to prove that

CBI engages in coordinated cperation with induscrial

w

that CEI have an overall plan to capture industrilal custcmers,
including suggesting things to them to disrupt thedix ablility
to generats their own  ower.,

It would be offared to provs thai C&I falt that it
would ba harder to taka2 over a generating company which hed
coordination and also that it was nct nscaasary for CF

to take over =-- a@xcuse me. + wags nct as necessazy fox

i

s
K
2
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CEI o take over a ccmpany vith wiich 2 cceos
industrial company with which it cosrdinated.

It wvould alsc be offered to prova that there ig
great flexibility on CEI'c part in cetting rates and that
CEI was able to offar cer:ain typres of inlucemenil to
customazs in order to ge:t them to s2ll or to stel generaiing
their own power.

That is all che documsnizs we have. Wa would mov

- ————————

B S NI————

N —

— ——— ——— ———



&

it

1

-
(€]

R B B B

e ————_p. o o ot

[~

=

o+ aa———

T ———

e - ——.

|

then into svidence a2t zhis tine.

CHAIRMIN RIGLER: Iz therzs obiestica?

MR, GEEENSZADE: If I ecould aavs L minutes =ish

Mr. Reyneolds, we will attempt to digpose o

CHAIRMAN REGLER: ALl right

petd
%

Ons of us has a conflict *hiz evealnc.
ara golang “o take thegse others 22 zha first or
tomorrov.

MR. REYNOLDS: Ve can prodably move whoougn shen
rapidly towocrrow.

I think wa could probably aave »loaty 2f &ine
tonorrow €0 J0 that, and algo hie documznua, if wicnozoas
are not comiang on uwacil Friday.

CEAIRMAN RIGLER: All zicht.

{(The docurnents rafazved o

" - P § P A R i Y m)
wara merked DJ Sxhiblt Fos. 598,

CHAIRMAN RICLER: We will see you at 2:30
tomerrovw.
(Whereupon, &t 4:20 p.m., the hearise 1n tha

above-entitlad aatter was adiourned, Lo rezwis a

s

Thurasday, 25 March 1976.)
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