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'25 _?_ _R_ .O.C. 2 2_ _D_ _I. .U G_ .S
'

.m.s,/
_

g

alt 1 CIIAIRIG21 COU?AL: . ire we ready to proceed?'

Plaass let the record show tha: ?!r. Cherry ic here

f ar the Intervenora cuhar chtn Dow; Mr. Eca/ ling, Mr. 21a12: ,

- -

_m . ..-- v A, .e wa..r.: . u. . .r, ,,,.c .=. %, - .h:- - .r. o. . .. w t. . , . . u su, t,.u i. L. . . ., . . . ~ . , . . ..

Licances; *!r. Duran , Mr. Pribila, Mr. Uuda, Mr. Wessal, and

That's ' he first ti:no I've been ableMr. 2dwards fer Dov. ce

to do it without iniasing one.

MR. U2532L: fir. Chai_ran , yactorday at br.:nccript

pcga 2275 che ;ard again c::c'.udad Mr. Thenns sinclair, who

is in charge of the Public I:iformatica function of th2 Dow

Michigan Division.-

:

(( A
w' This is an inportant function that he has. He

.

is juct as subject to the ordar of the Scard at ue attorneys

ara. It is his responsibility to be abla to folicw the casa

and cer.nunicato it to che c2: tent it should ha preparly be

cor:municated, both ii:.hin the ccmpany and uithcut. iia vill
.

ha guided by tihataver direction the Daard iscues, and I uculd

respectfully request that tha Ecard pemit him to attend andu

lictan so that he can per2crm his function.

It i.3 juct as inportant a function as the icgal

- .

r u n c t2. C n .

MR. CI12.*U'.Y: I hs.v2 no objection to t'.at.
p.

i

( ) CHAI.T:.t.2! COG 5: Wa a.cludsd tha cthor day both

+,,c..,....,.,...,i].,._4._. . , .-: O . . .. u 4 . ,1,. v n....,c r an. d : .. ., O, . . 3 ,5.314 cn:
.a d .n .. . . . . . . . . ..

.

L v u. L

.
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.& u .

(
,

~.#

u c1 a.. a.4. .e. a
,. L. >. .o v . .n. .. .

4 '

P.7. . CC.R'1: I want t".reko sonaching on the

racerd. :: hr.ve had upm iance with bc' h the Public Info:. raatienc .

v u .a .:.., .. ,- v.,1 1 ,1 C, . . .
x. . n.

. . .:
~. ... ....aw. .

All of my c::p.erianca uith tha bow Pu.blic Informatien

Officar, cyc. back in '~/1 whan relationshiou 1.'are even mora, .

. c..n..a nes. e , n v..'.mra r .r. .., , cl.a.m" . . m.. a a . " .' ", =. . '. ra ~" .'.*.P..V = .h.a ''. *. ~ ''a ' '
..

.

n d 1 - .,. a ns. 4.... g.a co. . .

My c parian:2 .ci':h C ,ncur..drc ' PR people 1.5 chtt

u..h.m./ < . t ., .; n 4. AL.n y s k.s. , ..s .n. .a. .n. y... ; u s. ea ~

c4 . t . .~ ~.u g. . .,y ,. s. - -n . .. vcg a... ,y. ,2 ..v

tN. .v. ' r a .'- 's.e c ''": s . '.' .".' m u m. ..v..> vr.- c. .'~. i ' .~. . .
n2

.

i +
; ;

{ s' ~

So I want to me.23 it absolutel-7 clet.r that if the
.

'

C ^., r. ^a ".r. . .". ., .. .w. ..' '. _ . . '.. .. ." c'. 1.a i t. . o .h=- * .; o.i.a.c. ' e. s
-

. .
4. ; a. ca - .=. .c.o *a s'.."..

. .
. s

be.crise he can ans .k sc.wthing. to Younadnh1 and Veron.2 chat

he'3 going-to ha hold in cents.n.ct. I vsat him told that

. ,
.. n . .. ,. . ,1 e.1, .. s t.'. y , t~.c,., g y. .. ~ ..,, , u .... . . . . ...

_

.

C2AI ' GN COU''.'4 : C.f 00125:3 We a Osct che ?ublici

.. n .e. .,,. a 3. i o2. v L .4. ,.. .w
e- .:...... t. . , . o,e., .'. n,_3 L o n m. ... .. . +, one_.. :. : , m.. .. .u o . - -

m. t w.. .
, ; ....

e:Lalu.r. ion c-isY a:3 va ;r.va 1.ai.1 .! cut, thsc they cra not to

,:.
y 4 ._. ., L. . Ls .,. A .,.yc.c, 4. ., r. i4 g.. 4 ..,, . , ,

.,, .. 4. o n g; , . . i u..% ., y a.. , ,
. ~... s. . . .a ..i. ... . . ~ . ..>..u

. 4%.
2 . . . .

*
. .v. .; r. a <j . e: , ..,g.i ;. v s .n.1..-i~oa ,. - i ,, . o 1. . u: . .w h .<!. .,". C' u" Ol'<' ar.r1. . . .. .. . .. .a . . -

r . .. c. . . . . . a . . . , , . - . ti .s. s , .. .s ;. - :.1, , b. ,. - .:. u.1,.a .s..J 1, 4. . . . . . . . -
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>
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' ;- 3 Board so we can maka sure -- at least I'd like to see the
( ~s

Consumers ones filed to make sura. I just simply don't trust

them.

CHitIRMAM COUFAI,: You maan newspapcr acccunts?

MR. CHERRY: Ho, I don't maan newcpaper accounts.

I mean the Public Information Officar's in-house accounts.

Obviously, witneases at Consumers can read thosec

in-house &ccounts, and I think if tha Public InformatLon

Officers for Dcu and Cencrr.crs are to be in the rcom that

they ought to fila their raports with the parties and the

Board as a safety valve.

[.
MR. ROSSO: Reports to whom?

b
( -_d7 MR. CHERRY: Anything -- anything they writa should

be filed with this'Eoard.

'~

MR. ROSSO: Their own personal notes?

MR. CHERR'I: Anything.

MR. ROSSO: .I think that's going a bit fnr, Iir.
.

Chairman. I really do.

If the PR officer 'lere to send a note to Mr.<

Youngdahl or Mr. Aymond, in our case, or in theirs to send a

note to one of the other prospective witnesses, then I think

perhaps that note ought to be filed with the Board in this

manter.

,

( ij But, as I said before, we're in favor of the
,-

sequestratica crdar. :Te wanc averything to come in just as

4
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,

(N ' t 4 it is, but I think it's going a little far to hava a man file
.

' ('u!
his notas that he ta'cas in 'cha courtroo'u or notas of conver-'

sations witn macUars of uha press and things like that.

MR. CHER3Y: Wall, he dossn't have to file those,

but anything he disseminates to anyona in the ccmcany he

cught to file. He's simply not a man to be trusted.

i

CHAIEMAN COUFAL: Aa rule is going to go with,

.

respect to both companies. Soth of you may have scmething

to say if that's what we're going to do. Let's haar from

you. I don't know encugh about hcw corporatiens operato to
|

knct7 whether that's reasonable or unreasonable.

MR. WESSEL: Ths.t's no problem. If you want

h
whahavor it is they produca, they'll furnish it.'

'
,

MR. ROSSO: Could I have a couplo of minutes to

call my offico and tell them, itan, that he can now come

over here?

CfiAIMUCI CCUFAL: Yad, cura. Go ahand, Mr. Rosso.
<

Qausa.)

CIIAIEG.il COUT*G: All right, counsel arc all
..

,

prGSent.

Mr. Ucsaal, hs.vs you concluded your request?

Ma. ME3SL: Y.a s .

t
' CID.23:1RH COU7AL: Ib. Temple, can you come forward,l

m) please?p

_

.
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w
3 Whereupon,

(. - )t 5
JOSEPH G. TEMPLE

resumed cho stand on behalf of Dow Chemical Company and,

having been previously duly sworn, was e::amined and testified

further as follows:

acc: CROSS-EXAMINATION (Continued)

* BY MR. CHERRY:

G Mr. Temple, do you remember Midland Intervenor's

Exhibit ifo. 26, which is a comparison of alternative Cases

A through E?

A Yes, sir.

g s, G If'Dow were to construct Case 0, D, or E at the

( 0.~I
( prices set forth, would that include. sufficient funds for

compliance with all known environmental regulations, permits?

A Yes, sir.

G At some point Consumers Power Company made an

input to Cow Chemical's corporate review, ultimately -- you
,

know, the Midland Division had made its conclusion, and then

the corporate roview we went into yesterday, if you will*
,

- recall, where the corporate review team did not reject the

Midland Division's findings but, because of the lawsuit and

the size of the lawsuit, they decided to go forward and

support Consumers Pcuer Company in tha fashion that has been

'( - indicated.

And at some point Consumers Power Company made an,

.

- - -
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7 decision as to the basis of their decision?

P No, sir, it was not. I think I said that at the

corporate review I was prasent. Mr. Oreffica and the other

members ci the U. S. 2:aa Deard ucre pracant. We all heard

what the review taan had to say, and then they adjcurned.
.

Then they came back and gave the group, mycelf

included, what their conclusion was and did not give us the*

specific rationale bahind that conclusion.

I tid.nk I mado -- I think the record rsafs as to

that.

G I appreciate that, Mr. Temple, but othar than the

f recommendations which you had made at the Division level --~

.
; a
, 'G)

ossentially that it was bad for Midland -- is the basis for'

your judgment tIut the corporate review cormittea nada its

'
judgment based principally on the thraat of a 1misuit hoccuse

that was the significant input by Consumera betuaan Saptsmber

.
9 and the time tha ccrporate revisw team made their decision?

.; P. Than is my judgmant, but I don't know what the

# pacple who went with Mr. Oroffice and Mr. Oroffico talked
)

,

about in additicn to that.

; G I appraciate that. I just unnt to know what d cy
,

t

t

heard from the peopic. I just want to make it clear that

j the inforation assenti-ily that aas prescated to the cor orate
t

((j ; ravisw is the scr.a In?ormation up n which Deu Chemical, Midland
s_ ,

i

~2s vicion, had ranch 2d its decision, with the addition, however,
e
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t e, of tha thraat of the lausuit.
(, ~)8

1 To the bcst of my r: coll ction, there were nc

signiricant new inputs in my incgmc.'.t otn.cr unan the r_act.
..,

.. ..

that we had been threr.taned uith a lavsnit during the interim

r. rI.C,,. CI- E2.310.
. ..

'

t\ Oka".-

ilow, is it fr.ir, than, to characterisa Const'.r.ers'''

input tc the La:/ corporata review as essentially the throat
. .

c2 a J.2wdultf

A .g. ,.yp. .*.h.g* n A_,3 ,< :. s. .g . , u, y_. . 13cq.c) . 7,>,4... u - 45 ... .. . . .
.

... .. sn.

aithough durin;T the pericd thnt Concnners was asked if they
,

---
'; anted ha nahe an input, and indeed f.id nahe sems inputs, the
.

t

s j 's
s~~ ~/ / caly Isoting that I was present ct was the one on the-24th'

which involved Mr. :y.cnd.

I kncw that tharc were discussions betwacn the

various pacple cn tha corporato review team with individuals

- ' gc, a. .:. ..a- d ' .ro'm i.d. be the one".,.'' . "c '_' .1<,-B. . n.; ''..n. ..,n... s .v. ~ '.-i'...'"p. .* ..
.' ---' .m,

.

.

thnt our cec. ole ought 20 centnct in those sulv.i.cct areas whare
.

.

3.. . . . ,ti .:.ing to .:.ec Cear c ers mas.:e an 2nput.w verac

O and chahaver goi'.sumers' input was was made whilo

'/f".1 t?Sr0 predOat at th3 prOSCntatiCD CN th3 UCU corporat0

ravicw ta?.n?

.#.-.-
. 1. . . 2.1. 4 , p.u., 5,y w;. * C *., ***,. C .~:'.'u' '. "5e

.
,......s .. . .f.a..,a.a t .s . ..,. , .. ., . ... s .

,;. .6

,--
/ \\

se, , ' y y w :'y =,e.==a .N. *=a .-.n. [k.}.$ 4 y e. f e.,-_*,
- ,39,*,*,,** r .=. =. sy r* *

c.t.h.**, .
* o| * r

~. .[. t e 'A
. . >/. ..e 3 ;* E. q t. 9

*

. ...u,,. -. .
g ,..
,

M#

.51'.'J.LI CO.1 'A af.i.*. '.I 2 9 sd~~.I.CO a *2
i,;. C 1 r s u r.'U n.r Y C'$ i' Od assil*.N$nt.,. 2

. . e . .. o h*^
.

.
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I

e

fbit 9 G All I'm suggesting is that to the extent there was

(V#
a Consumers input that was not flagged specifically, it was

'

your understanding of the way the review team operated that

that was factored into the process?

A That's my understanding.

G Did there ever come a time, Mr.' Temple, when

donsumers Pcwer Company formulated a plan to deliberately-

'

delay these procaedings so they could continue their con-

struction and in effect finecce the Cow-Consumers problem?

A Not that I'm aware of, Mr. Cherry,

i

G Would you take a look at what has been marked

and authenticated as Exhibit 25?
'

/ A What is that?
,

~ '
.

G Particularly paragraph 4 on page 3. Read that

and see if that refreshes your recollection.

(Document handed to the witness.) ~

'

A Paragraph 4 on page 3?
.

G Yes.

MR. CIIERRY: I would ask the Board also to read<

that paragraph because I think it's quite critical.

(Pause.)
~

CHAIRMAM COUFAL: The paragraph numbered 4, is

that right?

MR. CERRI: Yes, on page 3 of Midland Intervenor'sb
Exhibit tio. 25.

:
i

1

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

t' 10 3Y MR. CHERRY:
i

G Mr. Temple, does that refresh your recollection?
,

>

"
3. Mall, the part that says, "Consumerc said as long

as construction continues Consumers has a lever and will drag

its feet on the hearing on the merits." I also recall, as

the hearings were attempted to be scheduldd during the fall,

that when delays were suggasted Constmiers seemed anxious to-

get on with this particular hearing.

It cartninly cays what it says. I wasn't at the

meeting, but my hnswer was based cn their apparent desire as

I percalved it to get on with this pcrticular hearing.

;; MR. CHERRY: Mr. Chairman, earlier in this pro-
/',._'d ;

(d'' ceeding -- I believe'it was .sn Tuesday, when we were dcun-'!

stnirs on the second ficor -- I made the statement that it

was my impression that the lawyers for Ccesumers Pcwer Company

were deliberately trying to st:11 this proceeding with

elcngated speachec, long lunch hcurs, failure to deliver-

.

doctrnents on time, failure to answer interrogatories that.

- really should have haen answered, et catera.

Yestardsy I characterized in the in camera pro-

ced.ings the recuast by Mr. Rosso as a deliberate ploy to

further dalay these proceedings co that a suspension, when
,

it ccman, wond cc.mc at a point when nora was constructed.

4( g< if I wculd juat lika to point out that this memo-
/ ;

>andue, Exhibi 25 quotes Mr. Falahee - I want you to

:
1
1

1
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i'

;

(~')3.1 know who Mr. Falchee is. Mr. Falahee is the General Counsel
( of Consumers Power Company, and Mr. Falahee has said that

.
.

Consumers vould have a lever and would drag its feet on the

merits. I think this is just a ,further indication of really

the kind - uords almost can't describe the kind of intense

feeling of sheer hatred and ridicule for the legal process

that I feel and have felt tham -kat is going en, supported-

by a statement by the General Counsel of u mers Power

Company.

If we wera in a situation where there was a poor
,

black or Puerto Rican or some member of a minority group or

someone who didn't have clout, he'd be disbarred. If we were
(.h.

(' J.
. t.

'
.

/ in a situation where no one had any real kind of power or
,

money in this country, he'd be disbarred. And here we have

- a company who is operating under a license that manipulates

tastimony, that pulls all sorts of ploys. He just can't let

this go on.
.

MR. RCSSO: Mr. Chairman, remarks like that, which

have been taking place sinca the beginning of these hearings,,

have delayed those hearings more than anything elsa.i

We warc presared to move ahead on October 5th. It

was' the INtcrvanors wi> requested an adjournment.
| -

Wo were prepared to move ahead on November 16th.
'

It was In:crvonors who moved for an adjournment.<
'

_

We were prepared, then, to move ahead on November

i

!

_
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12 22nd, which was the next data. We were prepared to have'

hearings the next week, and iti was the Intervancrs who decide
,

they riid not wish to go ahead.

We have been trying every step of the way to move

theso preccedings ahead. The reason we have been trying to

move them ahead has also been stated on the record, not only
'

by us bu'c by Dow.,

It'a important to us to remove any uncortainty with

regard to continusd constructi'on of this plant. It's

important because of :'0w's involvement in tha plant and be-"

cause of the decision that they have to make on the basis of
i

. 1.; uhather this plant is going to go feruard or not.
(-
i <3 i

// We want those uncertainties removed. We wanh

them ramoved in the suspension hearing; ue want them removed'

'
in the remand hoaring.

I would submic that nothing uo have dona has in

' any way attempted to ' delay or drag our feet with regard to
a

either the suspension hearing or the remand hearing.

I would point out that we submitted in our brief

| of Septerc.ber 29 and again in our brief of December 13 specific

raquests that this Doard set a schedule which would lead us!

to a remand haaring at the ecrliest possible date this coming

spring. We as::ed that all of tha proceedings in this matter
,

ba over by June. It was Intervanors who in their brief said,

"Oh, we think it vill taka two years to get through with the
.

,
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15 CHAI3 MAN COUFAL: M.e. Cherry.

'

Wo ll go off the raccrd. We're adjourned.

(Pause.)

CHAIrdGI CG'.! PAL: Bach on the record.

No more speeches. Go ahead with four questioning
,

of the uitness, !te. Cherry.

MR. CHERTI: Th2nh you.-

D*? IG. CHEP.TI:
.

O. Mr. Temple, yesterday us talked about Ccu

Chamical's lacit of confidence in Conar.mers Power Ocmpany ac

' a company. !?cre there any nibrepracentations of which you

'
are aware that were ec m itted by Consuners Pouer Company over,_,

i d
L/ ' the last five or si:c years which formed the basis for Dow

' Chemien1's lack of confidence in Consur ers?

MR. TOUR 2ELLOT"E: Mr. Chairman, I'm going to

i
object at thic tir.e.

Counsel is :.tahing side remarks to other councel

directly thnt cro inculting, and I'm going to object right nou.

It . Cherry cannot persist in the style of rin.ning roughshodt .

over everybody and insulting them day after dcy after day.

I'm not going to stand for it.

'

MR. ECG50: Mr. Chairman ~~,

'

2CHAIR >GN COUFAL: I don t have any idea cf what

,m,

; se <_, .,.t, or *Inat ..o sa2.c, .
, . . . .

,
Tu# .

I '?. . FCSSC: I'd liko to cdd scnothing to that. It
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*C Ens hsen the ccse, cir, that constant coments have been mada,.

(
'

-incn1W7 coinants, degrading cements, to ouhar counsel in

this reem- within the hearing rcem, off the record, outside
,

of the hearing rcon, in tha halla, wherever the opportunity
.

..
crises - '/f L*c. Cher f, and I dc % ink thic Board chould- c e

.

adr.onish him not to do that.'

.f

'
CIIAI2 MAN COiTIAL: All right.

Mr. Cher y, cunaider yon.rrcif adconiched.

] Let's go ahead uith tha uitness.

IG. CEERP.'1 I'm not going to . argue tna point.

CHAIPIGN COUD.L: Please, just go ahead Ifith the
. .

I witness.
, . , ;

w
1

i .
, y

3 .,'% "'-

((I ER. CHERnY: I never raid anythina that wasn't
-

-
,

.,

cal.,ec, :or.
.

''

.:.

"

Cculd I have the last quentien read, pl$1sa?
4

(Dhoratpon the Rapcrter rend fren the record

'

as follcV3:
.

GIZE720'4: '?tt. Tampia yestarday ue talksd about
.

Dow Chenical's lack of confidence in Conetvaers Power.

,

Com.pany as a company. : Tere there any misrepresenta-

'' tiens of which you are attare that usre ccmitted by

Conctuarc Power Company otrs: tha lact five or six
!

yonrc which dor.r.ed the bani.a for ccv Cha*.ical's lack;
'

.

% i,

<( ) of coCIid*2c0 i n C O'[.3 0"It E S 2 O
s -

.

'23E ?.T7ME332 ?htra WOOO inctnncca Which tcck
,

$

.
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,

17 ' place with various people in Dow where things were said which

\ '

I think on further passage of time proved inconsistent with

some other things that uere said. I don't knew whether I
,

can characterice then as misrepresentations.

I, guess one of the things that concerned me most

significently was in 1974 having signed in good faith the

contracts which contained the eatinated completion dates of'

1979 and 1980, that those contracta vere signed about the
!

I first of February for a proposition which Uas to co'ier about
.

i a 25-year period, and 113 days later I met uith Mr.-Youngdahl,
I

.:

1, who -- and I think Mr. Howell -- who at that point in time

I
told me that their financial situation was in such sovere

rx,

k 1: d) problems that they felt they could no longer maintain the
a'

i
\ '

construction schedule, that thara uculd probably be signifi-

i
'

cant delays uhich at that time they cculdn't quantify, and

shortly thereafter began the request for Dow to buy preference

stock in Consumers Power and/or to make loans and/or to
''

assist in the financing.

Again, I'm not a financial person, but I wondered,

' whether some of that couldn't be foreceen before the 1st of

February, when t;is completion dates of '79 and '80 were

represented to be the most reasonable dates thac Constmars
,

i

could project for tha completion of the project -- at least

'

I) I assumod that. Otherwise, there would have been other
,

t_- .

datas in there.

.
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>
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e*. r , u. m. .. ,,, ., u. 4 .n.,.,

-

,a.: , . ., ., u v.,. 3.n. ,. e :. ,3 p.t.n.n. 2,r / ,i, - . . . , ,,

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

a

4

dehnche and the contract sic.tning in 197'l?
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(7 t19 that tha situation was grave indeed.
(U

C 110 dcys.

Can you draw any inforancos -- well, let me ask

it another ;;cy.

Nculd you agraa with no that one of the folic;ing

inferencas has to apply to the situcticn you've just de-

scribed:-

(1) Either Consur.:ars Po:/er Ccapany was lying to

Dow Chsmical ac of the tima of th<a cigning of the 1974

83r633cnt, Or

,

(2) Ccnoumers Fcuor Co.apcny s projections aren't '

8

worth vary much?

MR. ROSSO: I object to "aren't worth very much,"(
sir. If he's talking about a historical point in timo, I

scapect he ought to use the pact tonso rathar than the

pracant tance.

CHAIR!iAN C07JJ.%: Ha'n talking chout a particular
,

projcetion.

C. CHSn?.Y: I'm ta3.hing about which of those
4

two inferances -- if M . Tampic would agraa with no that on.

the circir. stances he just descr!Dcd, cna of tha two inferences

that I'va juct daccribed is applicable.

~.r. L: , . w::. .-n. ,. : .n
.> . . . .

'B Would ycu agrse with :ne, Mr. Temple?

.1 Woll, yes, I would cgree uith you. I would .
.

k

- 2- we s - n e s' s esa ' me a e-u -w a aa e- =tw meoE aee - =c +ev ew me ' 'w - twer r e e o w r,e ---w -m*- y --w.v_, 'v--<y - - --ee
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Yit 20 call it their financial planning was in a bad ctate of

( t/
'

repair, or else t:a didn't g2h tha whola story.

O. I tr.ko it that that is one reason why you tactified

yssterde.y that Dew Chemical dc.: not have confidonce in

Coner. crs' prcjections su to the ccm51etica costs of the
.

''

proposed Midland fa.:ility?

A Yes, sir.
.

O. Mr. Templa, was thoro a misrep;;esentation by

Concunero Pcrar ::cgarding tha cale of nuclear fuel nada to

Cow Chemical C,:::pany?

A I havo been told that a conversction teck placa
e

between scr.chedy at C ncu crs .nd com2bedy at Ccu, ah5 that
C)N ^

Ld1 was the conclucien of the Dcw person involved.t

.

W'

e

$

e

| . u
|

-

,

l
,

e

P

t
L

-- -- -
- ._ _ _ _ _ . . . . . _ . . . __
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t

i
i
1

#2 mm1 Q Nould you tell me who had the conversation, to the
, /'~ bs3896
(k -Qk best of your recollection, and then tell ma what you were told?

'

A I cm not sura I can remember who had that conversa-

tion, but I think it deal 2 with whether Consumers had sold

the nuclear fuel for the Midland plant.

Na had gotten information that they had, and I think
'

,

! the gist of that conversation was that they had not. And I

believe that later on we fcund that they indeed had sold it.

That is the best of my recollection.
.

O To your knowledge, did Consumers Powar Company

come to negoticting sessions unprepared and unwilling to

negotiate realistically and in good faith?

/~ l A In my view, in the sessionsprior to the one on
.

January 12th, 1977, I think they came to the sessions willing

to negotiate.

'

There was one session in particular, they were

not at all prepared to nagotiate, nor did they understand their
-

.

own propesal.

O Mr. Tample, you have had a goed deal of experience
.

with some of the higher management at Consumers Power, and you

also very clearly are a prctty sophisticated businessman. And

the question I an about to ask you callsfor your opinion and
am

judgment, .and I wish you would find the wherewithal to answari

i

it., r- -

4' Basad upon your knowledge of managemenn people around

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

,

p nm2 the world and in Dow and what you observed at consumers,
(Ch
- do you have.cn opinion as to why Consumers Powar Company

. management is, as you described it yestarday, that is

. '
unwilling to t:ka responsibility, tche their cbligation

sariously?<

t.

| Can you give us some insight based upon your negotia-
:

tions with Mr. Aymend and Mr. Youngdahl, as to why you believed_

,

i that?

12. RCSSC: Mr. Chairman, I don't know where this

lina of questioning is leading, so I would object to that. It

. is irrelevant. -

I don't know that Mr. Temple has been qualified as

( ,). an axpart on judging managements of utility companics or other

i ccmpanies around.

' MR. CEERRY: Mr. Chairman, you don't give a piace

of paper to an entity, you give a piece of paper to a company.

| If a ccmpany is run by people who are dishonest,

who hire rap;asontatives who continua that pattern of

micropresentation and dishenasty, do you want to live next door,.
..

to their nuclear power plant?-

So the licancaa's openness and honesty with a
.

cor.pany such as Dow Chemical, is relavant, it seems to me, to
:

the corporation's charactar,as to whather or not it ic fit

('~ $ to play around with protty dangerous toys.
,b

The question will be er.panded more fully in connection

_ . _ _ _ _ _ __- _ . . _ , . ,. . ,__ __ _, _. _ _ m. ; .7_m . . _,
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,

f''y mm3 with Consumers Fower Company's qualifications .under the Atomic
, '

Energy Act when we get to the remanded hearing.
'

But at the suspension hearing I am entitled to

raise the 13cuo to demonstrate that thero is on the record, a<

:

serious doubt as to whether or not, in my judgment, these

executives with childlike qualities should bo permitted to

continue to construct a plant under the circumstances we have

seen, aside from all of the traditional elements; i.e. they

have never been right before in their schedule, they come

and tell you -- in other words, the real unwillingness to
recognize their own default.

I think that Mr. Tempic has testified sufficiently
( )'

in foundation to issue that opinion, because I have asked him
i

.

to give me his judgment based upon his dealings with Consumers

Power Company.
.

And I think that becausa of the questions first
,

raised by the Board on the character of Consumers Power
.

. Company's pos -ible manipulation of the Temple tactimony -- I

,
. only say possible because the Daard hasn't issued its decision '

.

* yet, I don't mean to indicate that I think there is any doubt --
. and therefore the credibility is indeed an issue in this-

. proceeding. That is why I want to ask the question.

. Nn, ROOSO: I do want to respond to this very

J. . (~$) briafly. I don't vant to be accused of delaying this hes .ng
,.(
\ agSin.

-

|
|

|
'

- _ _ _. _ _ _ _ . _ . . _ _ _ _ _ _ _ _ _ _ . _ . , . . _ .
_
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mm4p Number one, qualifications of the company to

i construct and operate the nuclear plant are not a remanded'-

issue. That issue was faced by the AEC before, a:d ruled

upon. It was not appealed, it is not before this Cotrt.

Number two, I thought this Board had instructed

all attorneys in this room to refrain from long spesches,

characterizations and insulting remarks with regard to

other counsel hafore it.

Number three, thic question just simply isn't going
- anywhere and in irrelevant.

:

MR. CHERR'I: Mr. Chairman, I just want to respond

, briefly.

( [) . It is relevant because of the cost-benefit analysis

that was remanded. ~

, If, for a: ample, an ccmpany is incompetent to

handle a construction budget or a construction schedulo, that

is going to increase the price of the pcwer plant. And

incofar as it has an effect upon the increace in price, then

it is a part of tha cost-benefit judgment.
.

I agree that the qualifications of Consumers Power

Company as such have not been remanded. But their ability,

for example, to make a valid projection, hasn't specifically

been remanded hut is part of the cost-benefit analysis, and;

-z so la goes to the whole question of whether they are able to
2 ::cke that hird of a judgment.

.

- _ =gp o= .p-* -m-Qww - - == . .~-w, *w= _-. _ ~ . _._.9 _- coe ye.o=, _ - , , ., . -==+g- ,es y. ,,
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'

!.
!

.

n5 MR. RENFRCW: Mr. Chairman --''

MR. CHERRY: Please, Mr. Renfrow, we agreed, one!
#

,

lawyer at a time.

MR. RENFROW: But the cost-benefit analysis question

9

we addressed in our brief Mr. Chairman. If you 1cok at the

cost-benefits you can certainly include everything undar the
t

'

.
sun underneath cost benefits. But the work of Aeschliman

was to review the cost-benefit in light of the remanded issues,

not to add anything else to it.

That is in cur brief which you have read and made

'

' your ruling on.
.;

i

So I would suggest that Mr. Cherry's comments as-,

i
to cost-benefit would not apply.

_
MR. CEERRY: Mr. Chairman, I beg leave to say just

.

- one other thing.

I have memorandoms in my possession which were

- produced by Dow Chemical yesterday, where Mr. REnfrow was at

a meeting with Milton Wessel in which he said we are going

to take a position before the Licensing Board thd:.they don't
.

have to redo the whole cost-benefit analysis, but we will
,

'

probably lose.

-
Now what we are having here is a continual

misre,resentation of real, honest positions. Do you want mei o

^') to show you the memorandum?
1

- CHAIRMAN COUFAL: Never mind, Mr. Cherry. I am |

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

! !
.

,

ready to rule on the objection.
's N6 I am going to sustain the objection as to questions5 /
;

to Mr. Temple which raquire expertise in the management of"

companies such as Consumers.

You can ask him, Mr. Cherry, with regard to,

;

negotiations hs has had with Consumers and whatever he has ,

|

ob=srved with regard to those negotiations, that is going'to'l

,

the general issue of tha circumstances of the Dow plan to buy
i

.6

steam.

B'I MR. CH3RRY:
'

Mr. Temple, based upon your negotiations with
.

;
Q

L representatives of Consumars Power Company and conclusions that;
.,

you and .Dow have reached concerning that company, can you
(

.

explain to me, based upon your observations and underst= Ming,

why Consumers Power Company has led you to believe that they
7

are essentially an incompetent utility?
.

.And if you disagree with my characterization as
I

an incompetent utility, you tell me that. If not, I will assume |

i
you will agree with me.

i

A I don't think they are incompetent.
4

I,et ma try to answer the question this way: As I
*

judge people I come in centact with in business, whether theyli -
.

are the managers in my own company, in major parts of myh
/
1

operation, or in parts of Dow for which I am not ..responsibla ,
3>

1. j or whether tney are dealings with managemant people from other
.

.

D

e

s ,,

..y _. ~ _ . .__i.,,,.7 .. , ,4,. -.gy +e-
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,

mm7
rw. firms, I try to icek at what tha reccrd sayc has been achiavad
t

h. t

\ b
by thcce people in whatever set of circumetances they are in.

I told Mr. Youngdahl and Mr. Howell both, that if

*

I look at tha rccord of Consumers 2cuar Company, I cm

unimpressed.

.

Q You are unimpressed?

. A Unimpraccad.

O Do you have knowledge, oibhar parsenal or through

conversations that have bean repcrted 'o ycu aa part of ycurc

duties -- let me put it another way.

What I want to solicit from you, particularly in

light of scme earlier things that were said, is Don's view

y.
(' v about confidence in the Wuclear Rer.;mlatorv. Corniscion tom .

.

protect Dow Chemical's interest en the cost-benefit and 3conomic

basis. ,

What I want to know, Iir. Tcnpla, has Dow revicued

tha recent Draft Envircar.cntal Report prapared by the

Regulatory Staff?

A I have not.

'

O Do you kncv if Ecr has reviewad it?

A No, I guace I r2 ally don't know whether they have

or not.

O Mr. Tas.ple, one of the options that ne discussed

9 yesterday and that is suggested in your ansrers to interroga-,

((/.-

terica, is waiting for nucicar stocm and fuel until the

. - - . . - .. . . . . - - - - - - . . - - . . . - _ . . , _
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In ny judgment hhat could be a cignificant avant.

4 . . . .

0 Ana. t;ou.:.u an .ncreuse or a 3_cn::.~g.1 cant cmount or-

noney cauce Ecu no consider asserting uhatConsumera had breached

becauce of their failure to bring their pihnt on lina with

good fcith offerts, and than walk away fronthe contract even

if conct: uction continuad and there were no suspension?

P. I thinh ue 7-ould icok at the 'd clo issue,

a

Q So titat is a pornfiLility?

A Including, e.s would loch at that situation if iti

was, it. deed, a conclusicn va had a~.so reached at that time.

- .%x
Q Do Jan consider that re/iew by Consumers Pow;3r

(
.'

-

Company of 20cht:1 costs Ms a significant input to the

.. . ., m .. e c a b,/ .c . s! '.'sessa.~..n.sA*ad-es_ . .,'y . . - o r *n.. ss -.--o

A Uct significe.nh enough at this stage to call for a
,

reassessennt of cur position.
, .

O No, I appreciate that.

Ect I nu. talking abcct in determining the costs and

banafits of cibernativas.

So yon consif.cr -- well, for example, would ycu
2

agree not to ever r-Eceive in March or April, Consumars.Pcuer.

Company's revie of ths ?echtel cost estin: ate of Escentor '75?

.s

:. 3 ?:culd you t&ll tiwm to forgat their review?
,

sva
h 20, cir.

| *

1
>

!

. _ _ . . . . _ . . . . _ _ _ . _ _ _ , _ . . . _ _ _ _ _ _ - . . _ _ _ _ . _ . _ . . . . _ - _ _ _ _ _ . _ _ _ _ _ _ _ _ . _ _ _ .
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ml0 Q Why not?

_b-

\ A Well we are intorested in having all of these

relevant facts that pertain to what the costs and timetable of

that plant are going to be.
.

And that is certainly relevant.

Q Was there a misrepresentation by Consumers Power

Company with respect to using funds for their Karns and

'

Marysville plant which had'been promised to be used for

Midland during this financial disaster period?

A I guess I dcn't believe that there was a misrapresen--

tation. There were a whole series of meetings which took place

in the latter part of that year.,

@V We kept taking the position that all possibla -- allg .

J
funds should be directed to the Midland project. Consumers

never agreed that that was a valid position and they were using ,

the period from May 29th, when we were told that their financial

circumstances were dire, through the balance of the year a.id
-

. trying to develop a particular construction program for th.c next

year or two.
~

I
*

-

Q Mr. Temple, would you describe' presently the ;

relationship betwen Cow and Consumers as tenuous?

A 5 trained, I uculd say.

O Strained.

Q The last subject I want to get into,, Mr. Temple

^ concerns -- I have read in the negotiating documents, that

:

i

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

-...._. - i- y 9-i_y p _y.-i
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mml1 there has been a continual discussion about the economics of

)
'\ producing backup steam of a million pounds per hcur.

And I also read that tha parties were very ccncerned

ahcut this coming out in tha hearing for fear it'would impact

cost-benefit analysis.

With that -- with those assertidns that I have just

mads, can you onlighten me about any discussions in which you ,

were privy, er cf which you are aware, concerning the economics

of the backup accam of a million pounds per hour, and what the

concerns of Cow and Ccasumers were with respect to having
,

that' aired or analyzed at the.haaring?
,

| A I guess my memory doesn't recall that in the !

O) context of the other things we have been talking about as !

t

j
s v .

,

being a major issue, Mr. Cherry.

Q Can you relate for me once again, what the escala-

tion rates for coal prices by consumers Power Company were in

the latter part of last year?

A Aftar th y had completed whatever work thev were
|
|

doing to update their data? |

3 Yac.

|

A Usll, the escalation ratas' ware -- thehise paried
|

was 1975, and I 'celieve the escalation was 12 percent per

|j year for the first two yeas; 10 percent per year for the

' / ne::t three yeara; and 9 percent par year for the 20-year paried

tinich covarad the paricd that our study directed itself to.

_

h=h hG M hN* ew - gma gayamma v we e
- mum- A.*ye. gew-epe.e.,e- em. mm _ w a .mm , ,, .,

_ - _ _ _ __ _ _ - , ,
-.--- ,,.-w _ , -., 3w-. p,..,.%u- , . .,w,Ipy, 7
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mm12 0 12 percent for the first three years? .

t
'

|(
- A 12 percent for two; 10 percent for three; and 9 *

percent for 20.

Q The base period is 1976. And than through 1979,-

what would be the annual escalation, 12 cr 10?

A 12 percent. -

- Q 12 percent through 1970?

A I'm carry, '77-73 would be 12 parcant; '79, 40, '91

would be 10 percant, as I recall; and starting with 1982 it

would be -9 percent per year over the 20-year life of the

project contract. ,

O And Dow's escalation rates based on their
-

hj ! actual experience for the same period of time?
sf

MR. RENFROW: Excuse me.
*, -

Escalation rates based on actual experience. I
.

think it is proper to aak the , question on what Dow's escalation

rates were based, but to throu into the question that they

are based on Dow's experience when you are talking about

escalation rates, seems to mo to be improper.
..

'

CITAIRMAN COUFAL: This is a reflection back on some

testimony that was given yesterday,cnd I don't remember what --

ask him if he has testified, Mr. Cherry, what has gone into'

;

.Dow's --

/'i ~ BY MR. CHERRY:
Nkj/';

Q You have testified yesterday that your escalations.-'
,

.

-
-

.- --...---,x..,.-.._-._____-__ ____ _ _,

- . - . . - -_ . _
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(m\)/gl3 rates were based upon your actual experience i buying and
,

.

(; ..

3
selling coal? .

A No, sir.

~

I testified that our base price was based on uhat

,
we Nera paying for coal at the time.*

.

-Q Yes..

**
A Our escalation rates are our best judgment --

O okay.

A -- of what tha price of ccal will escalate'by over
.

'

the pericd of time in question.

O But isn't that based on your experience in buying

p and selling over a period of years, comparing, making comparisons?

(d) *

;

A No, we don't sell coal. But we do buy coal as other j
1

people buy coal, including Consumers buys coal.

Q Okay.

:? hat are the escalation rates that Dow Chemical ---

A 8 percant per year,'77 through '81 and 6 percent

per year from '82 cn.
|-

0 Have you read any of Consumers'' testimony in this |,

proceeding?
'

A Ko, sir.

O I take it after Consumers gave you their r.avised

escalation rate, persons ct Dcw analyzed them and concluded

l'*

(,j/ 'that Dow's figuros were mora appropriate?'
C

A That' corr:ct.

m wwe...m. -- wge -.-------,-r-- - ry
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j O Cou's original escalation figuras -- let no withdraw'

f *%</
' that and see if I can rastate the event,

Sometime in Septanbar cf 1373 you reesivsd coal

prices from Convu:ars, which ycu then uced to formulate with

othar thingc, Cow's escalation rata, is that corr ct?
.

A Uell, Mr. Surroughs who put th5 economics tcgather,
'

- talked with Consumers people and told them what rates we

were going to uce and unat costs fer coal.

F.nd it is my understanding thr.t there was agreement

that thoce rates were ao.orspriate..

We also have a later to that effect, I believa,

which al'co states that Consumers is in the midst cf doing more
D>.t
\~ work on coal and that their estim:tes may change.

Q Yes, but that latter is dated somatime in September

of 1986?

A Yas, I think sc.

Q Sut it is in that paried, in tho fall?

,

A The conversation $ra: before the corporate revioi.

Q Okay.,

- i
~s

But it is a recent cc munication bv Consumsrs ind

the sense th:h it icn't two or three years old, but it

occurred --
t

A !!o, I thinh September el '75,.

a

f Q And tha figuros thab were submitted in than lottar[j)
( x.

~

( were, et that point, agreed to by Connur. ors and form the basis
,

i.
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. Q Hao Ecw iciamical .=.ithar formally or inforaelly advised

Consu".srs Pc'. ar comp 8ny that le is con.sid2 ring,cr has considered,
. . .. . . .or is cont:..nua.nt. r.o ccur.wur . any one, of those, r . ,2.ng 3.4 wsuit2. .:.
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.
4.

.

.

.

reprecent that consuers ?owar COnpany has been cold forr.aally

C .,. 4 n=o_.4 -. 1 3., ,s, o. e. ;~, ,, .,,, ., s. _ e 4. 4 a. o.a ,t,.os. , .i.a9.,a,.., .; .:. 3-.c.
... u..s - ._ . . u. r.

MR. W. ISSEI:: May I answar?

,...n S.g.yaJ.s ~u C om-,y,i.s .. b..- . . . .
e.Oos.. . . . ..

t.ga ._._rin g _O .' . .~s .4 d c''
a
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. . . . . ..
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.
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i
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(''T __ , 6 me to respond by saying that every hing that has been said* ""-

v( '
s

which I regard to be of substance betueen Dou counsel and

p Consumer counsel, the documents were produced.

People will look at thcae documents differently and

.

they will draw differa.nt conclusions frc= them. The Scard

may draw differing conclusions even than I do, cad I think

' rathar than respond to what rha charactor or nature of the

ctatcmant was, the specific reference to th2 document ought

to ha cade and then questions to be achad chcut it.

There certainly ha: been referenes to the possibility

) cf a claim being asserted that'is referred to in the interroga-
.

tory responses t?hich are under oath, signed by Mr. Temple.g
n

, ( '~J'; I think to go further at thic point would be
^

inappropriate.

CHAITX2.M COUFAL: Are you suggesting that the

particular interrogatery he carksd and offered as your respence?

MR. U3SSZL: I do i:hink that counsel for ona of
.

.

the othsr 9 : ties cry concluda to do that, but I think I have

responded properly .

3'I MR. CHER2'l:

0 Turn to the interrogatorica.

A Mhat na9e?-,

C 7. '

%)/ .'

A Pardon me?| ' s s
t i --
[ - \M
! O 7.

|
-

i
;

l
.

i
~
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At the bottem of page 7 of your January 1977 answers
.hwu'

to interrogatoriac, you are quoted.as stating:

"Dow has a:: pressed concern as to uhether

Concumers has e::erted its best afforts as recuired
.

...
under the contract, and has requestad accurances

from Consumers Pover. Consumera Pcuer'has responded

, to Dow as stated that the rasponseids not satiofactory.

Dew baliovas it has rights with rsgard to Connumers'

Pcuor's failure to perform in accordance with its

best effort rcquirements and its conduct in

connection with the contraut."
.

That is a true statement?
.

J A Yes, sir.,
, s
\

Q And when you aay Dow has expressed concern, that

is concern e:tprecsed to Ocnsuncrs Potter Company?

. 02.4.ra

O So it is fair to state that Consumers 2cwcr Company

has made a thraat so Dou Chemical to sue them under conditions

that we hava earlier daccribed, which may or may not include

'

valid rescens.

.V.d Dau Chemical Cc2pany has e:: pressed a concern to
.

Cocsumor Poucr Ccmpany which might rosult in Dow asssrting a
i

contractual lawcuiu ; gainst Ccnst; mars Pcuer Ccmpany.
.

5 Is that a fair statement?
'

i"v/
,

A I believe in is.

i

i

.*-w-..- ._,~e-.- . - - ,=a . - - . - . .-e.o=e - * . . + . . ._-. ..--. . - .- % - * - - - - _ _ . _ - -
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T Q Would you now agree with me that the relationship

{d
.

'

is tenuous in addition to being strained?i

A Okay.

Q You would agree with me?

A Okay yes.

MR. CIIERRY: I think I have just about concluded.

BY MR. CHERRY:

Q Turn to page 29 of your answers to interrogatories,

answer number 12.

I asked Dow a gestien about the costs and benefits

which you currently believe to.be applicable in connection with

the Midland Nuclear facility. 3

Ch ,
And in the second paragraph of your answer you

;

said, and I quota:
|

"However, Dow does not know whether the cost

of fuel reprocessing, fuel storage, fuel availability

and decommissioning 6f a facility have been treated

-

in accordance with the requirements of law."

Can you tell ma what ycu meant by that answer?
.

*

MR. ROSSO: Mr. Chairman, I guess I have to object j

to that one on the basis of that is a question which goes to
,

the fuel cycle analysis which the Commission has ruled should I

1

l

not be concidered in this proceeding. '

That is the basis of my cbjection tothat interroga-
%j

tory when it was addressed to us, and as I see it, it is'

L_ _ . _ . . _ _ _ _ _ - - - - . _--_ - - . _ .- . -
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mm19
appropriate to object to that now.1

MR. CHERTf: Mr. Chairman, this goes to identifying'

the cost and benefits. And all I want to know is what his

opinion is. I am not going to gat into the merits of the

fuel cycle, even though I think ihat the commission's
.,

decision on that is dishonest. *

CHAIRMAN COUFAL: I don't have the interrogatory

on that.

Does somebody have the interrogatory and they can

hand it to ne?

MR. ROSSO: Mr. Chairman, if I might continue though,.

the question of the fuel cycle question md their effect on the

O
'd cost-benefit analysis have been removed from this hearing and

,

frem the proceedings in chis matter.

MR. CEERRY: That is not true..
,

CEAIRMAN COUFAL: I understand that, Mr. Rosso.

MR.CEERRY : That is not true.

The Corstission has ruled that you can look at the
,

interim rules to determine whether or not that might tip the
,

t

| balance. So it is not true,
l

,

|

You see, the disnonest act comnitted by ther

[.
|

Cor.uiscion is only that they won't let you get into the'

!

substance, hit they got this little rula that they want to look'
.

p at and you can factor that into this proceeding. It is not

a .

L' true that: j.t is compl-etely out.

.. . - . - - - - . - - - . .-_ _ . - . . - -. .. ._.
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C IAINIAN CCU~'AL: The "dichonest"?
.

r-u dLuaaOmm . w.J.71R.
- -r-- rs. -s . ..

2

4

-

s .er L .u, . ., , u,- .. , n.r . 2, _, 3 u t .b ,, - - , ..e . .; 3 _2 . _n..e. . . ,
- . v-.a. . . s.. . . _ .. .

dichoncat.

*

I Giva me a chancs, Mr. Cherry --

NR. CICF.RY: Bus I don't in.nt it indicatsd that

I think the ccx.tission has acted honestly. I chink they hava

e acted dishonsstly.

.m. . r m. JR., asL,3m., - . .- s.,. s. . 4 aa, .s ,.:. .i , e. 2 _< , , . .,t.
w .;. . .- .. ...m.,. .. . ..

Mr. Chairman. -

CHAIMI.AN CCUFAL: If the .aurnoso of 'rcur in2niry,, - -

% *

~.[ Mr. Cherry -- and you will so represent it -- is to find cut

whather theca costs that cr mantioned in this anstier to

interrogatory number --

.,1.iR. s..w .m. . 2. .
- .. .

CE.'1I~CIAU CCU"aL: -- 12 "cear on the relationship4

hat msn Consur.or: and Do:7 '.iith reg 2rd to din steam clectri.c

contractr '7hy .'. ou may ach the c..ucation.

MR. CHERT. I: Fall, that ic the purpoac of my inquiry.

My questiori is . simply ihat: he maant by it.

. n.- to ... et ..a h4.a,. t., . ..i c.. , J, .4.....,..% .. s.n st .s.,, . . . , ..6 ..o u .mm s .. . e. u. .

P u t ',~..''.n ,o, n. ~ ''-m t.- c * i.n.a .n. ~.'..s u.ej .a . " . ' . .* .o .4 4..&._
- " s'. n 'u- -.a p t.
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. ~ .,) And 12 ha ann.ars that, do you,

4

gu. :.. 2 v.,~~. . m. m . . ,3. 4yJ ..,.. s. . .e. u., r. s h,. m. w.; s. 4,. e
. ws.v,.--,~.u.. c..
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.. . , .

. so.u . ,. . t.uA- s . . . ,
a.

.

CUaI51AIT CCTIEAL: A1.1 rightr c.ro ch 2m d .
f

M2. nCO30: I would lika to hc.r.3 ::ha qucction ha re-
..

.. , ., ,:: -a e. . t.,. 7.,41.s u - m. . ;. .

.

M2. CII"~4,R'c': ~urc .that did yc2 mse.a b.',r that

..% 4 ,
~~w , .3.Os- g, .i n ,.7s.3 4_. 3

, ,
- w.A ...: . . . . .

. 5. 4:-- a J
.ty.7.~,.. sy14c:,a w :.3.

, . .- a.a . . .. s , , .we. .g,..,

r

! you G;C.31ain "Our a3SW32. .

, -

| CEAIRMAU CCU7AL: Go ahead,Mr. Tca lo.
i D.r

O'

THE WITESS: I
.

9cosa I am ra.lly -- I really don't

IC'10U What i3 1.'Mant by that Oth3r thin What it 3fiyS,

."u.~. C.''..". . t , ^ %.. ' c u ". f .'. ~ p a .'"r..- .'.6' *.k e d w' :.- . *..'.t .'u .a .b. ,e '. d .a, r. .
-l-. i.

.

.
. n .k..,u. pu. .c , o..,.4.m.::en 1,/ .,.

.

.

.
I,uc T would judge they falt that boesd on what

:. . o., 2,.a,,,,. a a. .,1, . .. .L .a r. , ., .,.a s
-

. :. . , . ,
, -

,
. o , ..a c s., r $a..,

. , o.

I 20'.1tr' don't know var r much chout this,.

.

p3. s. . 4.., . . ., . .:u::, ,c,. ., a .u.. . . . . p, v

m , , r.,. .,a.
-. t,,L.:.., .. . .a. . .

O I wan: to chci yc. a ecpy of :.lidland Inter'tanor's
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,
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C mm22 A Yes, sir.\,O:,

'

Q Now. in that letter you call Consumers Power

Ccapany "thace guys," and you indicate that maybe Cow has been

used by Consumrs Pcwer C mpany, and generally commenting

adverssly on Consumers.

'

Had you explained to me the basis, the complets basis
E

of Dow Chenical's conclusions about censumers Power Ccmpany' -

in all of the ansvers that you have already given me, or is

thsre anything elce that you feel you want to add 4.o make

your an:reer ecuplet2, in light of E::hibit 24?

end 2 -

.
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MART;/3 MR. ROS30: Mr. Chairman, I object to the prelim-
' y ),%rb1>

inary remarks which characterice the document and ask that

they be stricken.

'
CHAIRMMT COUFAL: Wall, tell me specifically; I

was watching the document when he asked the question, Mr.
<

Rosso, and he did refer people at Consume 5c as "these guys." '

- - That was accurate.
.

Now what was your specific objection? Or what
,

beyond that do you object to?

MR. ROSSO: I don't recall. I do not have the

docur.ent in frcnt of ma. I do not recall what other charac-

!

terizations he had in his question, but I just don't think
O.
d' it is prepar for him to read a document -- point it out to

the witness; as the witness if it says that. Let's get away

frcm sposches in front of questicas.

CHAIR:GN COUFAL: Overruled.

Go chead and answer, Mr. Temple.

TH2 WITNESS: I think, Mr. Charry, all of the

, factors that I can racc11 that t.ere the basis'for my suggas-

tion to the individual I reported to, then, who was in chargee

of all the manufacturing divisions in various locations, that

if any'of the other locations were sericusly considering
'

making entsnsirc centrcctual arrangements with utilities,
.

'

) without i:elling th = how to run their business, we would like,

Q,J
to chare sema of the :nperiences cnd the lessons ue have

.

_ h-mm--- w- ,.=,e-n.-- -- .. e . _-.. _ _ -- - - - - - - - -. - - - - -
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.

(''5arb2 learned over the last 10 years in dealing with the Michigan
i,

'

utility.

I don't know of anything that I would add as fur-

ther basis for it.

BY MR. CHERRY:
"

a Does the opinien; frustrations and insights, which.

_ you held at the time you wrote Midland Intervenor's Exhibit

24, are they still accurata and true as of today?
1L Yes, I think so.'

G And I take it frcm ycur comments that if you were

responsible for making decisions for othar divisions, you
,

would be very careful about letting any of them get involved j
'

.

_-) with these' guys, or these type of guys in long-term commit-
i

ments?

MR. ROSSO: I object. There is a proper question.

in thera, perhaps, and that is with utilitics; is what the
'

witness says, but "these guys," and "these type of guys,"

are the kinds of characterizations that ars going to make

this racerd lock like a mish-mash.

MR. C' ERRY: The reference comes from the letter.J

CHAIRMAN COUFAL: It does come from --

MR. ROSSO: It is not what it meant, sir.

!

CHAIRMAN COUFAL: Well, ha is accurataly citing

J(, what is in the latter, . Mr. Rosso, that Mr. Temple wrote.'
:

''
MR. ROSSO: Does the letter say, sir, "these hinds

|'
.
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,

b3 of guys?"

A~'<
i\ CHAIRMAN COUFAL: It says "these guys."

MR. ROSSO: It is not "these types of guys?"

CHAIRMAN COUFAL: And "these types."

MR. CHERRY: I take it the objection i's overruled?

*

CEAIRliAN COUFAL: Yes.

- BY MR. CHERRY:

G Mr. Temple?

A. Well, I thini: the letter says that perhaps it is

the particular utility that we have dealt with. I have not

dealt with other utilities. From what I have heard of some

- of th; cnas our divisions have, their financial achissements

- and their record' certainly says that they may very well'be
,

much battar operating companies and may very well be somebody

that we would censider making semo kind of a long-term busi-

ness arrangament with.

I think anybody, any of the other divisions at
. .

Dou contempinting that, should benefit from the experiences

that we have had and then make their own decision based on

their judgment of the other utilities, some of which I think
i

are very good..
,

G But if ycu woro making the decision as to whether

or not atilitics, long-term conmitment to util'ities and
i ,

) other divisicds around Dott, including the one you formerly
JJ'

headed, were to he made and you b21ieved that Consumers was

.

e

ee- e - w oo+e om mee m.-.---a...p...-e . . = = _ e-.-e_.y_ - , . ee m... . - . . = - . . _ - - . _ .e.i-. w p a , _ 9 ,,
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't [

barb 4 : . an adequate representative of all utilities, I take it you
b

,

L would not enter into such long-term commitments?t -

-

n. I would be very, very reluctant to do so.
4

O. Is there anything else you would l'ike to tell me,
- Mr. Temple? -

A. No, sir. '

i

MR. CHERRY: I have finished, then. !

.

CHAIRMAN COUFAL: Mr. Hoefling? ;
:
!

_ MR. WESSEL: Let me state for the benefit of other

counsel who were down first, except for the corrections that '

, have already been served,'I will not have any questions. If
i
'

they think they are reserving something because Dow is going,,

i
,

t

u to add something, we do not intend to do that.

C'IAIRMAN COUFAL: Thank you, Mr. Wessel.
~

MR. CHERRY: Mr. Chairman, based upon this morn-

ing's e:: amination of Mr. Temple and my review of the tran-

script and subjact to the very slim possibility that the

Regulatory Staff will unearth something that I would consider

important, I do not intend to and horeby state that I have
, , ' no further questions at this time, at the suspension hearings,

.,

of Dow witnesses.,

, . ,

So I don't want to talk to anybody at the Corp-

orate Review taam, and in light of Mr. Tample's testimony, I. .
,

g , have no need to examine Mr. Oreffice.,

.t

|'- MR. MESSEL: First of all, the words "at this time,"
|
|

l

!
_ . . - . ..-. ~ - - - - - - - - - - , - - - - -ww- w -
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tm. . _,. ..~: ,. .,4 1;,, q.,,. u d b e'
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'

MR. CERRY: 7. m:.n at the suspension hearing,'

.

i r u ,.u ._ o d .''.s$.m' - . .d.-~.g n' _n ,, s'. n .'.o".-*n
. 43 ,5,u.4 v, .,e .,. .t. s,.L..s e.. . .t_. c. .. _n . .- .

2, i. _ . mu ..

.

of questions.

'.;..'~~_, '..'..*.~.'..1..!..'.. 4 '.-.u..s . .,.'E..'~c " . '=.'.' . " n / '..'._' '.i.' '. 5,
w . . . _ . ..

was clear to the extent if there was goin'g to be Dcw tactir.ony

. that it was pradictable it wculd he this wcoh. And the rit-

nesses cra'available. *

_v , w ,~. 5 a u - ,. .,. .,. , 4. .:. u., ,n .- ..~ p_re. p;_ . . , m.u. ~.~ .f. ,.. ., , , .,.
.i

.
.. . . .

.

, . , , , , , .n t. v. .,c. o..g ., , 4. o- , 4. .. ...... ., _ ._; . .. 1 : ..,, .. ,2, .o. c .,.,,,. , , ., g . , m...
-

i..tu. m _. .. .._..m... . . .m .. : .. . es .. .

be stopped, I would lihn at -icast to t::y: if it is tha in-

tention of either the Eccrd or tha Staff or Constr.ers, that
%

\

( . J they have no questions of Mr. Orsifica -- I may not be abl.3
s
s

'c eton. 'a..i..n c.ri.m.~- 1, s u'. ~. s . a n.. _' d _.4..t.c <..., .. . s u =."..,'. *.2.1 < >. - .-'..4. .> s
'

- . . . 3.

' c .'. ' A _4ca>*,i_S t.i.o v . a r. , :..n .~.. . a '..t.e ;- c c ,t. .'.. ..,. /an._4 r c .~. _'" -- - . . . . . . .. . _.

, ,,. . 4 .,# 4..n , g ..t.. a.. p a , ..,,.,.., s.e3 4. s. ,. .. , m . , . . . ,.. z . . . ... a. _ . a .4. .u . . . , . - ..

t.i ,, ,. , .w a. n. 3. ,, t.a. .e.a

. v. . .a .

t

r.. , dn 3.c.~o ip.e_. ., .a.a ... 2n .,.,'.1 t , 4 ., 4..,, A ,. ,.3 . , n.e , . , G ..w.. a ._.. . ...w. i ,g . .

dc ..a. 4.p.< ap.a f. 4 t,4. .,4.. . - - s. ... . .Oas..t g<s. .o. . -.-, . . .; . n3.,.,. o O a; e ,4
,..1 ,w . u; .. ; a .,

c. .. 4..W...

.

.a, t ,, a. _3 r.ng.3.<> r. . ..w_ n-,. r.,v- .J.n- va .,
-

-.. .. n . .w. .

. q. . .u. ,,._.. .r _m. ca . - :, 4 . ,. 4. 4e:
. .1 ,.ac a ,, w .,. , i.,

. a _ .. . e . ., .. .
,

i

, .i ; .,, a s.. , , . . ., ,, : u. ,, s ., ., n. ,, ._., n. .. ,O., n g .:. . . c c_., , ,., . ., , , ,n.4 .. .. .. . . . . .. . .

"
pccitica ic and tactify.ac to the elanhs thnt sur cunded

,

\ss
"

:c . Graffipe racching i e conclusion that was ranched on cha --
|
i i

I

L

- - - . - . _..t . _____..;.._.__ .. . .. _ . _ _
.
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J:arb6 at the Corporute Review.
m):(

CHAI1Wli CCUFAL: Fine.

Dc you want to procacd, Mr. Scefling? Do ycu

want a few minutec to prepare yourscif?

MR. HO2 FLING: Ho; I will go ahead. I don't have
i

ve..f nuch.

I will mark Staff Enhibit No. 3, notice of viola-

tion, Environraental Protection Aucncy.

(Uhercupon, the above-montioned

dccc:nent was :carhad Staff E::-

hibit No. 5 for identification.)
(Counsel distributing documents.)

bo' EY MR. HOEFLING:,i v

G Staff Enhibit 5, Mr. Temple, are ycu familiar

with that document?
.

A I have scen it baforo, yes, cir.

G Can ycu tell ne what it is?

A I guess it is a finding of violation from the

EPA with regard to the operation of our pcuer houses.

G iihat is the data of tha notice of violation?
A Neveriber the 18th.

.

G Were you surprised when Den was served with this.,

=,

[ notice of violation, Mr. Templo?

} *HR. CHERRY: I chject to 'the fo::a cf the que:stion.- 7

: v. '

THE iiITHESS: Yes, I t!as surprised.

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

BY MR. !!OEFLING :
i /)grb7i A

|' G Why is that?
.

A. 3ecause we wars operating our plants under a con-

.

sent agreement frcm the Michigan Air Pollution Control Com-

mission and we viers in compliance with that consent agree-

.

' ment.

G And have you had any discussions with the Enviren--

mental Protection Agency subsequent to receiving this notice?

A. I personally have not,

G Are you aware of any discussions that Dow has had

with the EPA?
~

.

A. Yes; there have been a number of phone calls and I
O

f[ N/ think there was a meeting which involved both the EPA and the
..

Michigan Air Pollution Control control Ccromission and Dow.

I guess that's not right -- there have been com-

- munications between Dow and ths EPA.

O Can you relate the substance of those communica-
,

- tions as_you know them?

A. Well, I think the --.

MR. C'.!ERRY: Excuse me, Mr. Chairman.

I had made a comitmsnt to the Environmental Pro-

taction Agency that the head of the Air Pollution Comission!,
c
1

| who is in this building, that if this subject came up, he
'

< Oi would.like to sand an cbserver up.
.

*

OJ s

CUAIRMAM CTFAL: Can you have somebcd call him?i,

.

- - . .n--.. . ,
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i
; liR. CHERRY: Could I just have a mcment? Mr.

!

prh8'

Ik Asharger is going. It will just take five minutes.
:

NR. 50E~7IRG: Mr. Chai.~..aan , I a:s not sure Mr.
!
, .

Temple has very much inforr.ation on this topic.

CEAI:tMAN COiRAL: ITell, then that will be the
,

EPA's probicm, I guess. If they run up hsre fruitlessly,,

2

_ Uell, then --

UR. WESSEL: Iir. Pribila who had been charge of

it says there hcd not been a nceting.

CHAIPJEi CCU2AL: Ma havo gch a ccI;!mi' cont -- if

us have got a cc:r.mitment to toll the man we are going to

'

talk about him, let'a tell hin. If it is fruitless, it is

O '

d just another ones of those days,
s

(Recass.)

CHAIPlWI CCUZAL: Back on the record.

MR. CIIEREY: Uhile va are Waiting, there are two

raatters that I would li':o to take up.

I just asked Mr. Ranfrcu about the documents

that the Soard had reicaced yesterday cr the day before, and

he told ma thct he would preparo his cbjections by Monday.

I think that i: intolerable. I ucula like them released,
,
'

unlacs cbjections are filed-in uriting, tcmorrow morning.
t

,

I was up until 3:30 last night and I am a16ne.

{{j Point nuraber two, I would like a firm date for

'\ '\/'

|; heth the Staff to answer the interogatories they are going --
,

!'

| _ _ . . _ . . . - _ . - - ; -.-.--. 7 .- _ - - - - - - -
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4

tb9 that you are going to order and consumers. And I would like

that dats to be no later than the first thing Monday morning. -

It does me no good to prepare direct testimony
.

without having those documents. So I would like to have them'

by Friday, and it is just absolutely intolerable that a;

75-man law firm and who knows how many lawyers and people:

* - there are at the Regulatory Staff, can't move forward to do

. a job.
;

I acccamodate all my obligations at this procaeding.

I do,the work that I am supposed to do, and I just -- it does

me no good to file interrogatories answer which I wanted-

thres weeks ago, have the Board sit on the answers for two,

I weeks. I know you are busy, but so am I. And thsn, Consumers

says they will take another two weaks to answer them.'

So I would like you to order them to answer them

by no later than Monday with good faith efforts to get them

in on Friday or over the weekend, and that if th3y' don't pro-

duce reasons for documents privileged by tomorrow morning

by 9:00 o' clock, they are automatically released.,

I don't see any point in' waiting any lenger.

CHAIRMAN COUFAL: Mr. Hoefling?;,

|!

MR. HOEFLING: I don't believethe Board has ruled

j cn tha Staff's objactions to interrogatories.
J

CHAI?lGli COUFAL: We are ready to rule; I was(;s:

going to last night and forgot.,

.

[ e,m - - - = e_-. . - . _ - . . . - - -.w..., . - . _ w_---....,--_.w- _ - - - , , - .
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/m'-bil cnd she is up there with three other lawyers getting the con-
,

''

|

| tinuingdiscoverydoneandtharer$iningwitnescesthatwohave

to put on to come and testify.

Dh. LEEDS: Can I finish my question?

MR.'REN7RON: I am sorry.

DR. LEEDS: Elias .Gibbs and Mr. bliller --
.

'MR. RENFROW: Excuss ma, Mr. Leeds; Mr. Millor
.

has been in Africa.
.

DR. LEEDS: I don't know.

112. ROSSC : He is unavailable to us. He came into

this case. He is due back th'is vaak some time; latar this

week, mayba temorrow. But ho got into this caso for the one

).

purpose of that briaf; okay? He is not in thic casa for other"
'

things. His schedule is such that he couldn't possibly at this
,

point in time get 1.volved in t'Js case.r

51ics Gibbs is also in the samo situation. She

was brought in for purposes of worhing on those tuo briefs.
,

They hava commitnants. Wa have bnen trying .to

- get a littic bit of tima frcm one per=cn, a little bit of

tima frec another so that un can get sona of the things dons

in this tramandous schadula that we havo.

3nt we arc producing thousands of documents and

answering interrogatories and propnring uitnossas, going on

with the haarings. I mean, it is just an incredible schedule.'

We were up until way past midnight, too, getting ready for

-- . - - - _ . _ - __ . .
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'7 rb12 todav.. , and 'ua were ba:Sc down at the office at 8:30 this i

1
/

~/
.

morning. I scan, you know, there is just so much we can do,
f,

! Yesterday I put in a 17-hour day.
>

.E. CII:nRY: Mr. Chairman, there are sin lawyers'
.

who filed appa:rancos. "ho traditional rule is that if

a lawyer filas an appearance, --- Mr. Millas didn't toll us

i ha was going to Africa, and I frankly don't care.
,

:1r. Rosco indicated yactorday that he was thinking

ahcut having hic firm withdraw as wall ac himscif, so the

firm has been part cf a prccccding.

I want to have - -

CHAIR'EI COUS_L: Mr. Cherry.

h
'1R. ROSSO: I =cto for a citation for contempt.( d' ,

.

F '22 : I acclegina, Mr. Chaire;in.

MR. 20550: I move innediately for a citation of

contempt --

HR. CIIER22: "cyc all you wcnt.

.

MR. 20SIO: ' -- for violation --

. Mn. CHEER 7: Dut the point *I'am making is uhat

Mr. no::c' firn hac enterad an appaszance in this proceeding

and what I want'is those inMrregetcries anavered no later

than Mond2y and th2 dcctracnts releaced tenorrow, unless,

!
.

Sh2:2 is a cuggastion on ths record tenorrowing at S:00.

?_nd'I don't care what their answer is temorrow.

| 'u-

If th2y cana -- ccmp back and tell you they can't do it until
\

l

o

i
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1 |
i
4

1
-

'

gbl3 ten days from new,you have still got to rulo that I gat those

documents at a reasonable time, to use them..
,

So it is totally irrelevant under the time frame

of thase proceedings for you to wait for their answer. It

seems to me that the best way to do it; is to order them to

have the interrogatories answers no later than 9:00 Monday
4

Imorning and than let them petition for relief if they need

it. But wo have got to get this thing moving, sir., And I-
,

cannot uso this information unlesc I get it in a timely fash-

ion. .

CIIAIPSl! COUFAL: 'I understand your position.

Overruled. We don't have contempt powers, Mr.-

'
'. Rosso. If you maks a motion to what ever we can do within

,

the rules.

MR. ROSSO: I will look for what ever ruls, for

what evor sanctions thero may be.

CHAIPMll COUPAL: Let's go ahsad with Mr. Temple. ,

MR. TOURT2LLOTTE: Mr. Chairman, you do understand-

that the Staff is not in a position to even begin work on

answering the interrogatories until we know which interroga-

tories are going to withstand objection.

. CHAISMAN COUFAL: Obviously.
I

Do you have questions of Mr. Temple?

MR. HOE?LII!G: Is the EPA agency representative
:

! here?
|
i

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

!
1

* bid MR. CHERRY: Are you tha reprecentative from EPA 7
)'

VOICS: Yes,
i

CEAIP. MAN CCUFAL: Go ahead, Mr. Ecafling.

DY MR. IICSFLING:

Q. Mr. Temple, apparantly wa are not clear as to
.

whether thOre have bcon meetings betWcen D'cw and EPA. Would

you clarify that for us?

A Thoro have been maatings hatwcen Dou and tha^

Hichigan Air Pollution Control Cctrlicsion. Thora have been

talophonc convorrations betracn the Michigan Air Pollution

Centrol Cc::enissien and the EPA. Thore have bean telephone
i

conversations botween Dcw and the EPA. And a meeting is'

((OO scheduled on February 14th in Lancing at which Dow will be'
,

thora, the' Michigan Air Pollution Control Cc:nmission will

ha there and the EPA will be there.

g Do ycu have any knculedge of tho' substance of

thace telephone cenrnunicaticas witYSPA?
,

A Well, it is my uriderstanding that, since Dcw was

scheduled to go tha MAPCC hacring on January'10th and prasent

their pl n that-it was agreed that wa should go do that and
.

than fo11 cuing our prasentatien of the plan and.tha EPA's

pscpla's cpportunity to asscos it, there would be then a,

' r.aeting on the 14th of February of the three parties involved.
.

O. Do you have any iden as to what the implications
,

,

; ..-

| cf r. hic notico of violation would be-for Dou?
I

i

---h - . , - - ~ _ _ m- _ _ _ _ _ _ _ . _ _ _ __ - -__ l
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.

f.

a

4

bl5 A. I assume they could probably shut us down. I

don't know. My answer is no; I guces I don't. I consider it

serious, but I don't know what the specific remedies are that

they can sack.

Q. But it could conceivably produca a shut down of

*

; utilitics? ,
,

~ ~
A. I don't know. I am not that familiar with the

.

law to know what their courses of action would be.

End f3
bit fois.

.

f

s

'

/ .. .

_

.

e

1

l

C%'

1 i t 1
i \g
|

-

,

.

1

*
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RPE/ Q Ncw, when you presented your testimony at Midland --

Sc@in 4 A In Lansing. For the M.hPCC?
,

G No, when you presented your testimony in this
,

proceeding in Midland, I believe it was.

'

A Yes, sir.

.

G In December.

Did you have knowledge of this notica?

*

A Yes, I believe we did.

(i Was it reficcted in your testimony?
'

A I really don''c recall.

G Turning to the D1dek and Veatcli study on the'

()> - ]i,'statementthat.Dowhnslookedatrehabilitationofthe
rehabilitation of the Southside Powerhouse, is it a fair

.

' - -

- :
..

b Southside Powerhouse and has concluded that that's not

feasible?
|', .
: A I believe that's our conclusion.

.

G Has Dow undertaken any formal engineering studies

" for the conctruction of new fossil-fired facilities'to supply

steam?

4 A No. If we have, they are of a very pre 14m4=v/.

.

nature.

'

G Eas Dow undertaken any formal engineering studies
,

as to any alternative to supply steam for your Hidland plant? ;
,

b A Well, we've made a proposal to the Michigan Air,

N |:

Pollution control Ccmmission, which they have accepted subject

!

1 .
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' :(~T to Ocw and the staff mcoting to work out a nei consent

!V
: agraer.cnt.
!

*

G Zut t' int 8s a short-tcrm solution.
o
'

A It's a coluticn that if nacassary could carr-j us

'

until Docanber 31,15'G4. It's bacca en the Eccb that we
s .

1 enpect to be purchasing nuclear staas on I'dch 1,1902; but
i
!
'

if they are not recdy then wa can operato r.hoca facilitiec
'

until Deca:6er 31,1934.>

G Eave you leched in a fc.':=r.1 fachien at the altorna-

tiV3 of CCa,i. 9Ss1:1 Cat 1C.S.?.. .

A tes, wa luvo icoked at that. ~1e are prcceeding

with work in that arca in our Louisiana Division, but us are'

G.t. 4-
'' ( L not at this point in time ceriously considering that as a

'

.

renedy for ou cir pollutien centrol problems in the

Michigan Divisien.
,

'
We arc inter:cted lcng-tsrn in coal gasificahic.1

for Michigan, but not in a short-tern with r gard to our
,

prcblens *:ith the Air Pollution Centrol Cerr.ission.

Can I go bach and naha cno additional razark

'which might cla 'if*j the problem that we're in !;il:h rcgard to

the faderal EPA und the stato Michigan Air Pollution control

Commission?'

4

Thora secas to be scae disagreement betacen tha
'

,(O stata n.acpla and tha fedar:1 naccle ac to whather we have
.

_v
a valid consant ordar or not. Ifa think we have. Wo signed

1
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f

,

? T' it in gced faith; and I gr.ess until those partios urnu scms
! (N2/ conclusica as to uhethsr tha str.te of Michigan is right and'

.

.10 do ha'T3 a *TOlid CO.'f3fN E9" E U
~

*F ~ ''#

i
I '. ,. . n... .. c ,: . ,, , u. 1.4. :,* - .,,,,c : n,a..o.n. t .ur.J p.w .i. ca :-.. sy, .~ a. -. - e.,

.. ,cp. g.a e,. .,.u w . w.' .. .w.. .u..

which wo thin! r.:chsc ec..s2 and the Air Pollunica Centrol**

Ceaniacica in Michig:.ui with unca uo nuut Ccal, thinks nnkso.

-

cenua to the c:: tant thet thay'va turnad c Tar the job to the--

a. gn n.a.:u.n

a a m.. ,u.c 1.,.. ,>. ,.,2..n- ,%.. . .,,,,,l,. :.o .av u. c u: n v-u~ n. . u. -s.. -
n . . . . . . . _

.

.

Jhich uculd entend beyond iTely of 1980.

Are you familiar with the prensat tien that uns(.1

w ,;u aCD,.c. n , a ,. - .~ ...-E.'.,Ju. nO a. M .. t d2.g , a.v. _,v , ,,:. a . .,- ,

.. w u. aow .- .-.a .#. v _. a.
.

1

. I

.h Y3S, Gir.
!

7

%' Q. DO you hr.73 a Copy of 's.hGt 'tiid '[Ca?4

[!. '13Gy 1 00.

Q. On pars .1 -

3. *1cs, cir.'

C. I believe this is Ocr.rd 2:-W : ~~o. 1 for it. anti-
.

t,

.n--. . a. ,. n .

MR. 17353. iia That neric: C..n't he right. Nu=bar
i

4

l?

M ?... *iC E 7 L I O:G : Zrcui:0 t.'.a . 2 card I::.:h!.1-!.t No. 7,

for identifier. tion.
i
.

..

, .3. ,a.O... L.: ;;. ., <<' e
i. ce . io= .

! .

a
f "*n n .i .re..n.;.g.; e - - Ya..cm'1 (. O c , . y., ..> q < x~.n. .. $ .,. . r m

- - - . a:u

{a\
-. . .,,

j ; .

| 13 nade to di cussi.r.s with thea stadf -- and I tcha that
J

i

l

l-

I

* * - _ . '* **'N"#6 6 m ,.
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3,

''QS 4 to be the Michigan Air Pollution. Control Cc: mission staff --

'| A
indicating that yc" have an agreeltant with the staff on

t

isausa that nesd to be clarified in your prezant concent ordar.

Can you tall uc the substance of that agreement?

a. I think I can tell you c.;c najor things that the
r

ctaff uanted that we have agreed to provido and/or conply

uith..

'

Tha staff unnted more data frcn IIllland with regard

to either SO , or tha particulata eniscienc, I'm not sura2

ulich. We agree to provide that additional dr.tc.

. ora also was -- I think it uns lah in 75 c'

.carly '76'; I'm not ourc which -- an alleged 7iolation of.

D
d'

,

our SO nbient air quality standard as covered in tha'
2

censent agreement, an2 there was aidifference of opinion ---

vell, no would and all thic in December, but our agreement

: calls fer us to be noncured en a 24-hcur pericd which runs
.

I niinight to nidnight nnd then starting again ninnight to the
4

*

neun nidnight. I think that's the way the fadaral irJa is

written, if I'ra not mistaken.

The stato ur.nted to have the 2-i-hour period be

a running 24-hour pericd, which uculd stn=t anytime wa had

'

any probica they cotid start the 24-hour period going. We
,

,
have agre d in tha new consent ordar that ua uculd go beyond

(O uhat I think the fedaral acts |.s, although I'm not that familiar

~.N-
'

uith it, and us uculd agraa- to a running 24-hour period as

I
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C 3

k
(: package that they're Icing to cgrea to. i

J -
~

Go thera a::e scme thingc ve'll he.zo to de before

1980 to enabla us to 2perate tha powerhcusas ths :;cy sta caed

to in order to ccmply with the pl:n that ua: te procanted.

I didn' t w: int to 1".diccta to you tie'ra not spand-

ing any coro cenay baicre 19.30. *

G neu, again on paga 4, the botten paragraph, in-

.,

your precantation you reached tha conclusion that tha only

prcctical altornati'7a that fould parmit ycu to coat caission

' ' regulations for the S.:.tha cf 2:icnigan is to eliminata c0cl

: as your fuel. -
.

i
N !~

What is tha bacia for your ccnclusion that coal
4

~

' - d- | trould not enable you to meet the Stato cf 2iichic.an attndards?,

I
t

! A. Hall, those powerhoucos cro very old, aur2 the
1

| cnly usy -- I thinh 12's corr 2ct to say the cnly way To can
'

moet the emiscion d.andards uithcut in recting cdditional sig-

nr.ficant sums cf c pital in tha form of ball utack6
.

l precipitatora end scru.bbers in theca old pcuerhensos, which
I
r

: vt uculd have to do in order to kacp the emissiens in com-. .

I

plia:wo -- uhich va could probably build cnd construct and

have ready te go by mid-1900, cnly to br/a thoso, that invest-

mont carry us frcm mid-1980 until March 1, 1932, when we

a::pcct to chut dcun and tahc steam from the nuclsar plant,
m

or ct cost, e'?cn if fo had to -un thceu poverhcusea until,
,

;.

-the end of 1984, uhich is ahcolutoly the longest thnt uo

f.
,

. . _ . .s-__ _ ._, - ,
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_. _ _ _ _ . _
___. __ _m _ _ ._.
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8

.

>

. .

(/y.a og ma..,.e4.cas c: co11ars in tr.e rar~a' nary, enc I'm curs our
'se

hydrocarbon purchacine pacple would .b.ou Uhora they'ra poing

. e.s gni k%s.g m ..|Tg.* A-

~ n. o s. ,.. .m . . p. n 1. .*,*.. , 9. c,t w'.% a s .
p. rs. ~ . . > . . , . . . .. .

G E.ro you diccus w2 d.e usa of oil to fire your

boilers for tha scat-19?0 p>ctiod wi.h tha 7sderal Ecc gy
.

. .
- .? ._n.t. < 4 , w .,.r.a.o .>w .

'

h. To the best of knowledge, no, we hr.ve not.-

f G Yr.u'tc hcd no cant.ct wi..|. che F1'i en the use of
:

"
oil as a fuel to firo yo'.'r steem 1:cClc :07

1 -
g4 4.n .. e ,..d 'u o ' '.'.d.., n -' . <, a w .'. , .T. .'.n.4 .n.?.-

'

w' ' .' *s .. ' ~a
'a. -s s . ..

. .

CO v,t, I,m .t, n,/e o. . i, .6. 4 1. ., t. c w .. . 14 ,. .. ,. 4.,u,s.. a .

% .. 4. i .. - . a. .

.

ft

.
G Have you h:d any con =unications with tha 7"A on

..

d.,' the use of oil as a fuel?

s nq. . ,e.:u .,z, . .,s....,. a,4., ye .s .g,.1.v7 us 4-.2 p.. .
-

,. r - .. .a ... .s.s . .- i .. ..

' the questien uns unlinitad?
,

C''.'sI2'."Ti I CCUFAL : nro you tal.'cing about with
'

.

respect to that picnt, It". 2cafling?
,

MR. HOE"I,IliG: Just in general at this point.*

T!G UIT'cE3G : ' deli, we had scne ccr.munications.

with ther. uhen we. inplemented the fuel switching progr:m

which we are new on, which was bac': in nid-1974.
.

.
.::>,.., Iw, .svra 1,7. c:. :- , - . ,

. .'s.
4

'
. r.., .i. ...., ,. 4 i ,a en,d ,,.,. c,. i, o , s c.~. ,-' 4. cat 4.c."..". '-u. . .. . ..m .- .- - . .. - - - -. .

.

1

}
y ,Tg. .iu ....,4.,. -

. ' Q.P ~ 4. u.., # ~ ,.,,,a...a. . .v.ak.n . . . n%n. .~1 g .4.:
-

.t . .. . ..- -s. . . - s

.-

973 '.ters ahla to gat agreement frcr. thcm to the er. tent an
't

i

__ , __ __a --- - - - - . . _ - _ - __e.,.a. .,.n . . _



.

2553

.

,wrascent ras requirad tlut we could burn the fuel oil which- * 19
> <
\
,"

cara cut of our Sc.- Cit'.r rafinerv. .

G :.'on haven's had any discussienc vith then on the

I st roccnt pro.cosa3 to the IIPJCC?

a. To th.3 beat of: ny :-c.culadge , that's cmteset.

G Turning to the~ January 13, 1977 dcctacnt, Midland

Intarvc 1cr's E chibit IIo 26 for identification, this is a-

v. .,.. 2.o n o#. ' 1".~.u . ' "..-i v,', 2 . ' . < . - - auW r'..".c.

c. w .
m a ..a. .t. '. .~.. . ,t .. 3

r. . e _a.3. 1.,2. : 1,a. , .. . . , .9. .. L: ...
. .

,. t,.a a .4.n 4. .4 a.-.-i . %.. m4. . .c. .

stniy were cupplied by Cons'.u,' ara?
.

A "s this the ona that cayc '9.sa.conce to Second Set

of IMterrogatoria d?
,

\f \

( ,l) G This is c -
~

,-
s. w , . E C,.,,a .a .s a B> C, ,u, r..
., . , -em. s u .

T3"~ WITESS : O ' .v . Tla.nk vou.a .

Would ycn rapeat the q wrtion? I res searching

for uhe dect.sant.
. .

av .r.m. . . .4.Cm.. .r ..m.a. . - as

G '.che data thei was used to davslop Cacas A and 3,.
,

' tt.a r.uclear data v u su.nnlied b.v Consumarc Pc 73r Cer.an'r,e . ..

is that correct?

., .n..n : c,., .ct:.
, ,

a . ...
'I.

.

s

a

p n. .. . .e..7 ulu t.i3 . .c . ..~ mvm' e -*.. . .. . . u" d. m. ..".u .' . > s .M.. t'.'.o"'', .
.. -~nt ac".- ~'

.. .

|t
|1

nre perfsrmed using tha S.r.h: to develop shera. costa?

...: i .dc.'.sta"d tha:
. .. . e . ..p : ,, -. -., . .,. c.. . .- e... .. s. ... - ..

_ . . _ . . _ . . . - - _ . _ . . . . . _ . _ _ _ _ - .
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t

/N, 10 question.,

! V
. G Could you tall me how the nuclaar steam cost
!

uns developed for Ccsos A and D?
i

1 Th2 data was all provid3d frca Consumoro Pcwor

' Company and was utilisad by tha cama gentleman who has

repeatedly mcdo theco evaluations over thd last five or si:c

years. I asstrae he made them the scoe way..

.

What ha: he dono "or the last fiva cr ci.M years?G

+
Hou hac he develcped the stasm cost? C:s he gens through

the rats formulec in the can rcet?
i

i-
.b [O3e *

*

G ?Tno made theca calculaticns? Mr. Burroughs?
x

) A Mr. Burrcughs, I think, made those calculations.'

G Cn .ittachr.ent 1, as I understand it the costs
.

on this a? 't.achmont arc s:grasssd in 1982 dcU'- s and are'

the yearly cost for the year 1982, is that ccrrect?

A I halieve that's correct. Those are first-year
'

,

| coctc of cporatien.

; G Now, turning to Casa C, which is the third attach-,
,

mont free. the bach --

*

L 'Z00 , sir.

; G -- what was the source of the inforr.ation that
|t *

R

went into this ectimato?

7[Jw%)
,

.t ?h11, the capital cost estimate uac bacad en the
.'

|
' 31:ck a:.d Vestch study that I thin't was mado during 1976 for

.

_. _ _ _ _ .--y--. -~ -- - . - ~ ~ ~ ~ - - . . - - - - - - - ~ , - - - - - - - - - _ ~ ----=~~~-~~~y----m ~ ~ * - - - - - - -
_
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,

b

t a

!
*

.

I
eV.d the coal costs, of

, (~?. 11 us and updated by Mr. 3ur oughc.

(/
cource, are our actir.ates, as we've discussed previously in

the hearings. And i - mn limestono and foeduater and
.

cperation and maintancnco are our cm , *< ions be. sad on*

c::perience of uhat those facters would be. -

G ohay. -

t
'

Not', at the botte.m of that cheet, UDFC" -- what"
.

dcas that mann? -
'

A. Direct fixsd capital.
t

I
G Okay.

" Total AFC plus UC" -- what does that mean?

E Mell, "WO'' is ucrhing capital, and I guess I'm
.

i

/
.I,

not sure uhat "aFC: is.s

"
2 Mr. Schi:% is the individual who worked.this

sheet up?

1 Er. SchicP r.nd M:. Burroughs apparently both worhad'

' on it.

'

O I note the initials "u_S" at the top of the sheet.
t

A Oh, I'm scrry. I was locking at the cover latter.;
,

i
"

- ; Apparently he did this.

G Th2 fac& tater cost, what does that mean?

'

1 i3011, I assume it r.eans just what it cays -- the

! ccst of uct-r plus the traatsent requir:d in order to givs

() the water t1 cuality the.t can be nsed in the boilers, perhaps
'

,

~J
-

including seme ste:m cendensato recycle capital. I'm not

i

i

+- -..a e --..e-=- e -ee . ... - =a-- P-- * * = ee+~~ = aw-** - - -==*
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1

P't 12 too sure of the latter, but it's that sort of thing.

('v.).''
'

,

G The same thing with the limestone, the a:cpenses

associated?

A. Thct s just the cost of the limestona, I think.

G Just the cost of the bulk limestone.

The high-sulfur coal, that gets us back to your

1975 base cost and tla escalation figures that'we talked-

about be;oro?
.

A Yes, sir.

G Operation and maintenance, where did that number
,

e ! come from? -

l'
o
.1 L ITell, that's our own e::porience in operation and

3 ij
/ - ': maintenance of running pcwerhouses burning high-sulfur coal.

,

i

G Yestarday you testified, I believa,,that in your

i'
opinion the Midland titclear Project was no longer cost-

.

( benefit justifiad to Dov. Is that an accurate characterization
!

- ) of the testimony yecterday?

A I said that in my judgment thp Midland Nuclear,

. .j Project would be most likely to'he disadvantageous to Dcw.'

i; -

!! G okay.
' d

{ Did the information about the economic ccmparisons

in'the January 13 memorandum -- did that form the basis for
.

. " your judgaunt?
o

M '; A I thinh we talked about that yesterday. When we
*

.U
'

~

J Ic=kod at tha econc=ic factors, which are one factor in making

. !!/

eu,w = meemme h w w awe.m.e m,ws.,a w- e e e me.-9 ,pyae e- * -e.e e w a
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-
,

(~ V. 13 , of this type, wa looked s.c the 20-year levellized view of
d 2

''

the nuclear project versus our own project.

I think . said yesterday that the nuclear project

was favorable by .pprcximatc1.y S4 millica per year on a 20-

year levellized look.

G I want to go back to ycur recollection of the

I
-

' September 21 meeting botrcen Consumers and Dow.

A. Which I did not attand.
:

! G Yes.
>

'

But you de have an awareness of what happened at

that meeting? -

- A.' Yes, sir.
sm

h(d - G Uhat is your recollection of the nature of

Consumers' comments on a potential lawsuit?
.

A. Uc11, I think they're best represented in the

notes of the people who cttonded the meeting, which have been

produced and have been the subject of cross-e::cmination.
*

My understanding is that there was a discussion

'
which said that if Dow did not support Consumers' position

. i: "Dow and Consuners are going to have ene hell of a lawsuit."
,

^

. That's one of the quotes in there.

i

1
- I feel that we were threatened with a lawsuit.

*

i
'

O .I want to show yon 3' aff Exhibit No. 4 for identi-c;

i
'

i ficaticn Section 3.
a

'
- (Document handed to the witness.)

- __
- -- , , - . . . . - , . . . - . _
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,
'
'

p t 14 Staff Exhibit 4 is the agreement between Consumers*

NJ
and Dow. Are you familiar with that section of the General

Agreement?

A Yes, I'm generally familiar uith it. It was quoted

in Mr. Nute's notes with regard to that meeting.

4

: G Is that the section that those notes referred to?
- A I believe this is the section 3 that was referred

,

to by Mr. Dacon in that meeting.-

- 4 At the September 24 meeting between Consumers and'

Dow at which you vero prasent?1

. 9 A Yes, sir. .

,

, G Could you tell us the nature of the Consumers'
;

- discussion regarding a potential lausuit?
.

v,

'
i

..i A Yes, I think I can.
I

N That meeting was scheduled to allow the Consumers
n

- h people to make an input to Dow during the course of this

corporate review, which was to convey to us any information' -

il

that they had that they felt they wanted to convey to us,

[i~~plusto llow them to nake cure that we understood what the
,

u

'| impact might be on consumers Power Company if, the Michigan ,

!!'

!; Division position or conclusion, which is that the nuclear
t

d
' plant will most likaly be diandvantageous to the Midland
1

[ $ plant, to Dow's Midland plaht, what the implications would
r

bs if that also became Dow's position.
.g

- Mr. Aymond was the principal speaker and went
1

0

4.

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

i-

!4

/^9 15 through several cases. Again, I think we discussed to some

0 ertent yesterday that one case was if Dow's position was that-
t

,

4
'

we were tremendously anthusiastic about the profedt''still,'
,

that that would create no licensing problems; if we acknowledged3
.

that we were still in support of the project and that we were'

anricus to get steam and power but that we were beginning to
2

run out of time and the costs were putting severe strains on'
-

i,

us, that if it got pushed out any longer we might be forcedi

to reconsider our position.'

,

4

i I think the third case was if we said we didn't

I really like the project anymore, if that became the Dow

j corporate position, and that we were only going al'ong with 3

:

[! it because we had a contract. That would inake the odds of;
.,

d retaining the' license about 50-50, and that if we repudiated
.

i ,the contract that they would probably lose their license,

f And in either of the latter two cases - I believe it's re-
I e

! ficcted in Mr. Aymond's notes, and it's my general reco11ec--

t
'

tion -- that consumers vould have substantial financial losses

based on the cancellation and/or the delay, that thera may
.: ,.

be irreparable damage to Consumsrs Pcwer and they would seek ,
.

whatever means were at their disposal to recover all possible
.

,

damages from Dow.

- G Was that particular section of tae contract re-

.

ferred to in this meeting?-

- E I'd have to look again at the meeting notes. I

.

_ _ . -- . _ , _ - . _ . _ _ . - - - _ . . _ . . _ _ _ _ . . _ ,.o,. _ _ . . _ _ _ . _ m. , , . _ _ __ m__g _ . _ __ _
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%. O.q c'C3 k. %, . ., b.. g.. .s: - .s . . . .s .

M!

s
3 3a30d On y3nr TEOC1100 tion.

, s. _. : ,, d ^.n. ".- ' ..- .rr. t ..q,
. .. .;

. . . .,.,.n . w .s . . ,r .e.c,4 .; o- 3 ., ,t. ~. : .J, t.,..t .:o *s . s, . .:-. .r..m.J w. . , . m.. .t.:
--

x. .<.. m.. w . . . ..

. tu.e .. 4.... 3 ..?. c . .:.k.. . m. ..a,.. . L, n .;;,1. e ., a. 4. 4., .n. 4.r.N. I. s.
a . ..

. . . .. .., .. .. .o . . ..

CIIAI2MTG! COG'AL: Didn't the whola cent r.ct ccne

4.n a o1,, . 4 , e t,..
- ., o ., ...

. . . . ... ..

.. . .a . .t,, .7 e . ., . . . ,1 4.. .. .s. 4. .; 4. , . . , r .n. 4.s,n.,i.

x,.-.. hn e..e,,. ..
.- . ~ . - . .. . . . . .. ... . .

*

-at .L uC4. s r L .,, t .4.f,V 2 . ?. , ,J , , , n. s, . ,.13. :. . ,. 4 J..,. 4.,.. , .3. .~ r : .
* 4, .

u . . . . . . .. w.

a. . . s , s,. . ., s . . w.,.: 2 ,'.4. n. A22. . .:.n,sm, i i..,.c_. . ,' . : , :'*

...s..a..
.

4... ...

" O,7. n. .. ,:!r uG 4 .t. , ,.~1 .:.s i .. ..h .< *Q .t.eI a*..s. . r, c.t a.:.L .J ,., a c.
, A.L . ...is, ca , ... .

in evidence sinca I've bcEn hara.-

p ..

( i' ,.. n.3 n. .m_ . C n.,.- , L . 5s.,ta
- g.,.3 l.

-

a. a. u. . .

.

..1.,.., ., ..
s. t, % ,

MR. E!ir7.O 'h ! thin': it wa.s ett in the other pro-

~_d.4.,%,, a ,. n. s.p r , <. .,n , .w .; ;._ ... 4. :-,7 , . w - e. ..a. - t., _k ., c e h . .+. ..e
-

s a.1 . .. . a-- a .. . . -

'. m.a .a.' h- r.. n.".'.. o. #.c" a' ' G . an c'. '. ,'. .". o.v.' .CJc.'.te '.a. .k.' M L4...- *h..'.* rs ;. .a w . . .

. . .. D .,..p .4. s 4,a , .. - *.n ,..f e.r,J.a, 4an.s .t. L.t , ., ,.C d . ,. . , , , .
..a u

..
a A e . ..w ... ... .=

4 . . 4. . 4. . ., .: ,: : . . . . .3. : ,.,, ,. .,1 :. ., L: n .,.4,,../ s,. ,,n c .,.,. . y
os . ... ,.....6..... .. . . .w . . . ,. ~ ..

CHA"RXII CC'"?I.L: If it'3 novar haan;.rsceivcf.,.

,

!j b-b.,..,1 e, wur - .O .i O (1, C "a. e '. L' .'. a- = , .i .'- 4n C'.. # Q.. ; 1' t. . . H5.m 4 A..;' .-d' --

. . . ,

cr.w , p %. 4.u, 2-n.o. .i o 4. w ._u .. .; . . -.. , ..< nm. t. ., .. - -.ea.ct., tc ,%.....,, , ,
6... . m.. a . . . . . < . ..,

,

the wh0le thing in or j'.tst that section. Dess scr. cone wr.nt
.

.:. o ..* h 3 , t, t.,.,
- a.~-~~~~.,.sCac~.

2

+

< b )-
-,., --..y.,...,.. .p, .: ., S., g , .u. 6....n.., ,., a,c,. .s n.

: . s e.a. .. .m. . C C.an. n v as. .u s.c. . s . . . . . . . .. . .

, s.-

J.skw1 % -e. .d .%.f.E. Y *,"&
*

I -l .%, $* 4 E * *

#'. r3. .**. *w. 9* d".( . .\ e w ad '.i i. .'**e*.* '. ** *E. h. *N.*#'.I. I * r i. f..f.A 3 * t .J .J .w . A% 2e* * * P.,* ** *
4' k.e.4. . .

I

l

IL
_

_ . . _ - _ . - _ _ _ . _ . . _ ._. . . . . . . . . . _ _ _ _ . . . . -
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NLt 17 Agreement, to which thera have bcon numerous arc.endnants. The
'

.
.

\~ .,

particuir pertion of the egreement that the Shaff is

interestad in is Section 3.

r .c. ,,. .; ., :, s .. .. _ m _ . . i o..g , _ c. ,. A. ..a. o .m- .v . . . r,. , p +. r. e
:w

. .. . . ~ _e.

move the entire agrsn. ant in, fina; but ths Shnf2 -- I laal

thatasf2rastheotherpartso2thatahrntr.entgo, thera
'

are all hinds of questiens as to t.4 ether or not we have all

the backup 4 supple:c.antarv. infermutica ::o crasent a ccnn. let:

contract.

. m.,4 ,u.. 4.4 1,., .4.n _ .;en. n .,. .,, . . . , am u. -,.r.s..mv .w,nLn.,,.w.,, .
. .u . : . .. .m_. . .

Sacticn 3 today is the anus'en it's always been. Di2n't

that cOUG out '703 hOrd ?.y?

( MR. COE7L2NG: Ens I think *.co'va got the.t on tha
'

record.

CIIA7.E0l! .~00.qr : Is thora s.n ob ection frc a any--ja

body rs.garding the rar'eipt of 3ectiocs.5 of Mid1had incurvancr'2.

Exhibit --
.

' Mn. EC2I'T ING: Staff Enhibic 4.a!

CHAIM1A3 C07?AL: 3::aff 2:.:hibit 4.
t

.

(No r29panse.)'

Th. ara being no objectica wa'11 rsceiv3 tiis

docu-. cat, tha cactica of the documsat referrad to by counsol.
,

\*
.m. e u,: _4 ,n >, o,. . .m..

u. , . , . . , . . _ ,.~u...... .

p_ .. 4. o,.,m_ , y s... z.a a,..4

. ; v .. . . . . .

[~.sh; Ohnff Enhihih No. 4 for identi-#
\ ,

C cation /as racoived in evidenca.)

__
--. . . - . - - - - - . . - - - - . . . . . - - . . . . - -
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.n 5 o~,

I CHAIreUOT COUFAL: Gince it's only a saction, it*

y~_ /)18
t

(

might be convanient to bind that in the t- anscript fer

peopla raviaving tha record. .Co you ucnt to make that sug-

gestion, IIr. IIcafling?

I'R. :IOEFLING : Pirc!cn ma, I didn't haar that.

CIIAI.'JIIci COUFAL: Since it's only cna secticn of

the con:rnet, for the purpose of convenienca a could bind^

it direct:.y in the transcript.

?!R. HCEFLII!G: I think that's a gccd cuggestion,

but we have a problen producing encugh ccpies to give to the

Reporter. I think we're goihg to nezd thirty copias.

/_
CIIAIIGIAN COUFAL: Can you handle that or not?

/ i\

! '' O !!R. IIOEFLING: I think we can handle that.

MR. NESSEL: It's torv chart -- only a paga cr

two.

C H A I.?li A2s C O U F A L : l'ha Reporter can ccpy it into

thi trancaript.

(Document followe.)
.

*

!

.
I

r

| t.
*

.

N

|1

.!
' l

. , _ . , _ ___ __ ___m___
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| .;
'
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.

! 5 10 GESTERAL AGREE?GIIT BEUirEEN CONSUIG2S POWER COIGANY AND THE
;a

DG'.? CIEMICAL COMPA2TI'

S2CTION 3
.

LICE?iSING AIC OTHER ASSISTANCE

Dow shall, to the extent requostad by consumers

Power and at Dow's expense, prepara or assist in the prepara-
,

tion of raports, data, descriptions, drawings and calculations'

in order that Consumers Power may obtain the necesacry permits,

licensas and approvals for the construction and operation of

the Genorcting Plant, i.1cluding the furnishing of services of

technical parsonnel to make adequats presentations of such

'

reports, data, descriptions, drawings and calculations at
.

meetings and haarings.

Uichout in any way limiting the foregoing, Dow

shall prepare or' assist in the preparation of an ensrgency

plan, satisf2ct ry to AEC, Concumers Fever and Dow, covering

evacuation of .he perr.annr1 in Dow's Midland Plant and other
.

nacassary act .op in connection therawith, and shall prcmptly

.
executo said plan whenever required to do so by said plan

!

or by AEC or in the unlikely event that there is an incident'

! at the Generating Plant *.thich may prasent a nuclear hazard
,

u
- to such parscnnal.

i
'

- Dev shc11 also cooperate ;clly with Consumers Power
:

;- |
.

to ensure that all conditions of the permits, licenses and
w

approvcis for the construction and operation of the Generatingi :

'

.

_ _ . - - - _ _ . - _ _ __ _ . _ . . . . _ - _ _ _ _ .
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l i
..

; ;

( ~'N' t 2 0 Plant are met insofar as Dcw property, facilities,
b\v personnel and activities may be affected.

All of Dott's obligations set forth in this

Article 3 shall be performed as expeditiously as practicable,

due cencideratica being given to Consumers Pcwer's schedules'

for obtaining and maintaining the necessary permits, licenses

and approvals for the construction and operation of the'

Generating Plant.

~

t 0
,/-

t,

,

_

d

- - - -3..--
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21 CHAIRMAN COUPE : There are, as Mr. Wessel aptly

noces, there are a lot of exhibits here identified but not

offered.

M2. WESSEL: If the Chair please, overybody has

been asking questions aca".t documents act in evidence. I
,

never heard of it before. I just assumed we were going to

' '

deal in an administrative fashion, whereby when the document

was authenticated end raferred to it wa's in fact in evidence.

It decan't make any differenco to me.

!13. CHERRY: :tr. Chairman, the reason that I did
,

not offer the documents at those points was simply because'

of a ccmmene that the Board Chairman made -maybe I mishcard'

,m., a .

i n' 's/ the Board Chairman-- during the first day of my cross-

" examination, when you scated that I couldn't offer any docu-

ments in widence 'until I was putting on my case.'

CilAIMD.'i COUFAir If I made that statement it

was, of cource, flatly wrong, nr. caerry.
,

.

MR. CH3RRY: That'n the only reason I have failed

to offer 1 through 27 of Midland Intervenor's Exhibits except

4, and I'll do that at some time.

CliAINIAN COUFE: If I said that --

MR. CHERRY: I don't think it's applicable ini

,

adminiscrative prc=cedings, but I just fc11cwed ycur rule.

(n) In light of what just tech place, I'll make the offer later.
;wJ .

C'IAI51Ali CCU7AL: Okay.
'

Go ahead,ifr. Hoofling.

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

.
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I.-~1- Un. HOEl'LIMC: I hcyo.a sat c2 c::hibics that I unntQ j .n:t il.ms m ..
to hava ca:6.eu n0v; thrac n:hibit3 h'io ara group :.n:hibitc.

u 1:..e.e .. - - r..h..i..?., .'. .. 4. . r .,u,a '.'.~.111 .i. t .T-H "O.". id. '".t.'. .F. .d ~ 2 * ic .~ . . .*k
- . . .. ,

P- <-
; 4 ,, ~s.. .w.u. f, s.r., : .-.w v 5....a.

. 4. 3 c. l. .. ~h 3-. .>
- -

u. . m .~ . . - .

,

e
'

.r, s. A aua. . 3.. . . 3. n .,m e..n. .:. . s .a... .a > ..

. .

. %( r.,. .s.. Q. ., v,. I.3 u. .s, .s .,3/ ? .s ,.* :.i.q ,Gd. .s ees. . w3..t , w

.. .

.u t.m, .r.. g a c e..n s .4 *..'.v.d 4..d.a. a , " -.
, .. .

.

|

1
J. 1.,. a ,a. , ...,a . i ,,i ~ .,4.4 .. . 2.31c .. . u ... .. ., . . . - .

1

4

i

] .*a. $,. Urtup Euhibit A-1!, for
1
- ,

identification.)

4 cn,. . .., .r..r_,r..,.;r . o , /. .e . - ..4 b.i ..o . ,,, .
rc 1.s n~ 4. 9. ,.,a-- -

. . . _ i. n --~. . . .

tion, one pr.go, entitic.d " USA and :lichigan ~.mpacc if Permanently. s
n

( Terminated by :12C."

i (The document titled "U3A and
:
t

.t.a. 44.4. rn I.~..o. .'.c h c ~: D.*. ..... .m. "..T.v. ..

-
n ,. . ,1...a .: -. . , , . . .u .4 s 1, ,a ..n,1.s., ..s--... . .s -. ..

.

o e.c. - . w 4 ,4.r... a u.0. . . , , .s .- n -
- .. .

4 3.w 1 4 .* 4 mJ. 4 4., ,4. . f
- -

. .. . . . w . .

- MF.. E0E7I.IMG: And S~caff Enhibit 8, Group 2xhibit
.

,.1 l d. .. . ... . . i ,, , .. c .: a c , . a 2 . , o. n. /.9. c./ .i -o.n G, .. 4 2. . .-~ . .y w . ...

.
.

(Tha d:Ouzan'c titled " Unclear Fro-

a jcat," 9/2G/75 , 7 pages, .7as marked
,

.

c ._ .: ,r .: .,n.4.w.,.a. w.o. 8, G_vt... , .w,1*-:. m. - .. . . ... . ....
.

.. . s

i. i. .n. e. , O.. 1' . v 4. : 1 a.. 4. =w. 0n . ): s..wa4
s

,
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/my.2 DY MR. HO2 FLING:
J

Q Mr. Tcapla, did *rcu Ottend the ccrporato revieu?.

A Yas, sir.

Q Nhich I take it toch place in !!idland on Sep cmb3r
.

,74 a9
1

A It took place in :lidicnd. I think that wac the
!

-

data. *

Dn. I.2EDS: E:: ue na, Mr. EcoSling, I hato to

inter upt your cresc-m::cinalien, but I have heard a coupla

of times abcut corporate re 12u and antaading a r.c perate

~

review.

Was thers a day in which a prosenta. tion .tes nada'

gh,

s sd at a corporate revicu unich tcoh a paried of da c to cczplato,

to prepara the heckground information for?

T IIS W I T 2I2 5 S : ;ic, thars vcu a macting which took

place, it was c Monday, I ehink it ;;os the .27th, tihich*

thic group of -- I hollava i.h was .uva2 .u..o.clo, who hadt. ,

specific assignments to perfo :a in connection tith ransseccing

the conclusion that the division enna to for Mr. Orrafica.,
4

. They did Smir ucrk o nr 2 pe.ried of time; I think

| cvsr a ccuple of vecha, and thay repcr.cd than at .a nosting
'

| vhich tcok about tuo hours.
.
.

'i

DR. LEEOS: Th.t is the corporato ravis.u?

' . O' T:.C 7/ITHESS : 7:ss, th:t i= the corporata aviatt, sir,
- \w

C2. ~EEDS: Thank you 'Ierj nuch.

. .
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,f, S :tn3 . BY MP.. HCEFLING:
\u|

Q At the corporata ravicu, a.2 I undarstand it,

markers of the te.am anda pracsntations to Mr. Orrafica and

the ot' tar members of the Scard preaant?

A *fe c , chat ic correct, the CcN USA Board.

Q Neu would you leak ac Staff I::ch'ibit Mo. 6.

A Mine aran't nur.bors.d. Cculd you tall me what it
~

' 1coks like?

Q Tha first page ic 'Censitivities," followed

by coven r. ore pagas, inc'.uding several grnphc.

A Yes, cir. *

Q Co you recognize these sheurs?
%

(' -) A Yoc. ,

Most of thars wore used in ths corporate r.aview..

I think c.aybe the last. tuo night have baan backup type d.s.ta.

Q Perdon me?

A The Icst t'c:o shaecs I don'c recall baing used cs

cuch ct the ravicu, but I think c.ra the backup data for cer.c

of the other dets that is prss nted.-

Q Those ucro the sheute that vers uced to m.ka a

presentation to Cow USA Board acrbern, with tho execption of

possibly tha laut two?

A That'3 Corract.
I

;9 C dtaff e::hibit 7, do you recognina that?
.

.%J
., . f a$ .

!

|
,

_ - - - .4 .- 7- - " - - -
_%

"" - ""
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1

I

; !

s. . Irx4 0 Uhat is thct? .

)'
; .
1 A Wut is it?
,

Q 23c.;

.

A Uell this w.us prcuably ustd in the form of a

tr'ancparency and Mr. Dechar cc:mnented en his arca of
,

assignment, which was to concidar the impdct of ths division's
.

^

position on tha nation:1 cnsrgy programs of nuclear power in

tha United Statas and on the STata of Michigan.

I think he told us that these were his feelings as
,

to what kind of Supace there would be.

O Staff Er.hibit 3, the first plate of 1(:lich is,.

entitled Nuclear Project, Group E::hibit 8-A thdough G, do j
i O
'( you reccgnine thosa?

, ,

A 7es, sir.

O Ucre they cico used in the preseatation made to the --

A I believe all of these were usM in tM form of.

transparency to talk frem.,.wdra part of the p.x :atation.

'

Q Did ycu participate in thar refinw re vare you

bacically a spectaccr?.

.

A I tas principally a specta ter.

.; O New at the conclusion of tha rovicw, were ycu given
i

. e:tplicit instructions to cocporate with Constmars and provide
:s

1 tactimeny fer this procacding?
,

h A Wa wara .given instructions to cocparata uith'

'|'s.J..

! Cenormars.,to provide knowledgsable witnesses who would answer
-1

!

9

+

.

. . - . - . --- --- . . - - . . . - . - . - - . . . - - - - . - . - - - - .
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'

y mm3 questions fully and truthfully and to support tha nuclear*

v)4

project until situations -- or the situatica changed signifi-.

,

cantly, at uhich time the entire Ecu positica uculd be
d

reviewed, and to make sure that we hapt all options opan while

we were undertaking this responsibility.
,

O Wall, I am interested new in i:istructions chat
_

.

were given with regard to cooperation with Censumers in this'

proceeding.

Who instructed you along those linos?
s

A Mr. Orreiica.

Q What did he say? -

A Well, he specifically said we will present

knowledgeablewitnesses;h$saidthathehadconcludedthat '

(

conditions had not changed such that we should alter our

position as being one in support of the nucl2ar project. And

that wo should fulfill all our cbligations undcr the contract

.
. as we understcod them to be.

O Did he --

A' And to keep our Options open and so forth, cs
>

s

' t
'

have covered before. That is my recollection of what he said. 4

Q Mow, when he said that, did he toll youthat you

: wers to dofer to Cens.nars en the issuss that were to ha the
:

: :
'

, subject of the tasti=cny cad the scope of that tactimony?
:

I

hI A I don't think he got into that particular detail
.LJ

;
.. of his instructions.

..

air &'M6 . =3r= = . .__ ..e- . e. - . - . . . - -.- % - . ..-- - ,. ...
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.

I::m6 '

/,' Q Just general instructions to you?

.-!
A That's my recollection.

MR. HCEFLING: No further questions.

CIIAIRMAN COUPAL: Mr. Ronfrow?

MR. CHER27: Mr. Chairman, before redirect starts,
,

I just have one question that I would lika' to askf'.. -It will

take me just a couplo of moments to do my cross.

May I do t: hat?

CHAIRMAN CCUFAL: Yas.

MR. C32RRY: Thank you.

3Y MR. CHERRY: -

4

Q Mr. Temple, did Consumers Power Ccmpany ever tell
O,
I(J Dow Chemical Company not to worry about the Regulatory Staff

because Consumers, in affact, had them in hand and the

Staff would do what Consumers wanted?

A Is that the quantion?

Q Yes.

A I don't svar recall hearing that frcm a Consumers'

person., ,

I

! Q Cid you cver haar any convercation thatcna of the
.

,

lawyers for Consumers Power Company had stated Consumers had

undertaken tha obligation to prepare the Regulatory Staff

- for this prcce2 ding?

|- A I u not surs whether I heard comething like that

.
or not..

,

:

|

I
'

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

,

p Ian9 Mr. Cherry to refrain from this type of conduct.
\/

liow I also want to make this one point and that is,

I ccam to bs making these objections and they ju:3t float away.

Now, is Mr. Cherry rsquired to behave in a clay that an attornay-

+ .'
4

does in a United Statos Court, or is he not?
,

If he is, I think I am entitled'to the protection

of having him admonished when he deserves it.,

,

.

And if not, then correct rce.

CHAIE Wi COUFM.: Counsel is right, Mr. Cherry.

Please conduct yourself a,c:.:ordin' to the rulc ',

which you know very rell. -

MR. CHERRY: Counsel is right that there are
n

(j%) rulas applicabic to lauuers, or you agrec with the statemsnta
i

that ha has made?

CHAITdIAN CCL15L: I agree that -- I agree with him

that it is tho responaihility of lawyers in this proceeding-

ho address tin Soard and not each other, without the e:: press

,

permissacn or. ..una 3 card.

.MR. CHERRY: Okay. In light of Mr. Tourtellotta's
,

i

,

stai:endnt, I would lika to tall the Board uhy I cddrssced

Ir. Tourtallotte. I think in light of tha circumatances, I

'
an entitled to do so.

!

I
' CHAIrlUli COUFAL: IIr. Charry, I don't we.nt to -- we

t #
t hcyo c.ot Mr. Tangle haro hc listen to testimony. 5Lat s inst.
s

. %/
'

.: , .
.canauct curselvas cs I .ca ra. s.na. .icated fr m new on cut, anc. get

t.,

1 -

I

!
:

rv
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O
Lmml0 along with it as soon as we can. I am sure you will find

- . J)
.'

. a.mple opportunity to address the Scard on that and many other

subj ect:7.

!4R. CHEPEf: Chay.

It had to do with Mr. Tourtellotte's responsibility
,

as an officar of the Court. That is why I did it. But, I
.

.- will address it later.
'

C H A I rd 1A U C O U F A L : Okay, Idr. Renfrow, are you randy

to go with Mr. "'empl 2?

MR. PGMPRO!J: I am, Mr. Chairman. I would like a

ccuple c# minutos, and 1st me tell you why.

Mr. Hoefling asked ccme of the same questions that

% v)h I had, but I have got them in different places and I haven't

had a chance to mark chcn.

So I have two suggestions; either we take a couple

of minutn! and continue; or we can take an early lunch hour

and ever the lunch cheur I will do that.

CH.~CF5mN CCUFAL: It-is ten minutas of twelve. l

|
i

What is your plcasure? I

1

|
,

HR. MESSEL: If there is a roccas, I have.a question

to ack Mr. Tsmple based upon the Staff's cross, which I )
.

.

prafer to be asked befors we hava a recess, before anybody can
1

1

caka any suggueuienc of having any discuscions cutside the j
4

% ;

J pracence of the Ocurt.

CHAIRMAN COUFAL: Chay, go ahead.

.

.

+---v?w - -r7- + wv r w ---*r v- - - --e7 e v - - - ' - - ~ * -
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-

jO) :cf 2 masting bet *ccen the larfars for censumers and the Dow ict.'yars,
N.s

. .

thct it might ba -- I nay phrsasa it '.=cng, but it might be a

.goed ider. to gat a L n7 witncas 2ron the US area, or corporata

c.rac uho is not attara of tha conclusion that 12s reached by
.

the Michigan Div-ision.
9

Mr. Orrefica msde a sp cific ]$oint of saying thatj
a
~ ::a will provida knotiedgaabla uitnassac, the Icst knculedgeable

. . . .. . . ,

witnesses, sna t.n a y tr..1.,.. a.pavar cac cu22.s.1cac ca.3.;..y' cne.

t;uthfully.

I.'n . U E S 3 2 L : i*:n; aso if ,cu can an:n:ar tne fellowing.

quest:..on yes, or no.
.

W.'.s c quaanica ackad as to '.rhother it uns prepar
t

Y for Don to produce a uitnacc uhodces not have haculedge, and

was cn anawar given? .

.

! n . . m a. .., s. ,.. ,q . .,.. i. .
n.w - c . n . . u. . o ...

.. u . .w . m . , .
.

MR. i.TSSEL: I hava juct . ached n cnascion as

! to snather a quantica ucc achad and an instrar given.

'laa *r.r P.hc attcznavs.

T!*3 W I " H C S;? : Yes, I think the question Uc3 askcd.

.
M R .' i.'2 3 S E L : OP.c ancu.tr is vos..

Il an' hod-/ 'tiuhec to ash further, I have an objactic.2j
e
|

cn the gro:uids of attorne1-clisnt privilegr.. And if the Occrd

,

1 u.. . . . . ,a .,. ., a,,. . . . . , , . , . , . . . , , .
,,

-. --w.. .~ .. . . . . . .,

.

n-
:. t x
. Q M2. CH23r3: I think wa shculd haar the whcie atcry. ,

, . . , i 1% "~. . m. - ~1 c. ' .l ' * .N '. a' Y~- c.'..'ce .a.nd *,... . i' ,- a . ,-

i-
e

, - - - , , , . , , - . - , , - . .- ,,- -- -e,. . . _ ,,---,w,, ,. ,
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,

O

mm13 1 i and it seems to me that there is implicit in what Mr. Temple *

/. h just stated, which is supported by the documents, that ;

. n !

] Consumern had made a suggestion that the Dow witness not be i
,

!i i

s}soknowledgeableaboutthe situation in an effort to keep out ;

fl
; j what we have unearthed here.. ;

!
!! '

And I think if that issue camd up before a Court
S

7 .. or the Board, as a legal matter it hears on this thing and I I
n
l'

think the privilege has been waived because of tha manner in3 ,
4 ,
n 6

? which the direct testimony was just suggested. I
, .-

e i
i 't !

j But in any cient . I think the privilege ought to be |
ig
I !;

,
- [overruledandweoughttohearthequestionandtheanswer II ,,

. |-
t .1 "
I j' by Mr. Temple. .,g
I |

"

'

13 i
- CHAIRMAN COUFAL: Will the Reporter read back to

|! . .
E -

) g / the Board the last question and answer?
!
I (Whereupon, the reporter read from the record -

, 3,,

0 -

y [ as requested.) j
'

a

II |
! ij CHAI3 MAN COUFAL: I am having trouble following |,.

9- " !| i

your last question, Mr. Wessel, and with your indulgence, Ig
~ !!

'

it am going to ask the reporter to read it one more time.,
,

l# !|p u<

(Whereupon, the creporter read from the record*

a ij
as requested.) |g

Ij CHAIRMAN CCUFAL: MR. Temple, with reference to ;

< il
.b the question you answered for Mr. Wessel -- Mr. Wessel, you. . .

i.

em a .

,( il stop me if I am treading where you have an objection, there !..

ix- "
.

.- h.
.

-

b is reference to an attorney in this question and answer i,.

<.s y ;
h i
l i a

;! ;-

d i
d - - - _ .-
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L
h *-*eme.mme. m gag

~

1

mml4 1 11 situation.
1
.

2 'i Was the quetion asked by the attorney, or was the
; a- ,!

|9
3 j question answered by an attorney?

i:
!. '

4j THE WITNESS: The question was not asked by an

k' attorney. .

5'

! *

3 ij (Board conferring.)
!!

'

7 || CHAIRMAN'COUFAL: All right, tius objection is
:!

|
!} sustained. It was not an objection, I. guess.| 3
p!

| !

j 3 ; MR. WESSEL: There was an objection to Mr. Cherry's

!

;o question. If I did, I should have,

n- . CHAIRMAN COUFAL: -Your objection to Mr. Cherry is '
-

- , y . ., .
.

sustained on the. grounds of privilege. . C12
-

'

4;;"-
_

.

,.
' (t3 MR. WESSEL- Thank you ' .

T
I

,

'

| .MR.,ROSSO: Mr. C! airman, the last word we had3.g .

! .
.

g3 was at your pleasure. Do you want to break for an early

n jj lunch, or shall we take a few minutes?
i

CHAIRMAN COUFAL: It is 12.o' clock. What does 1.
g7

everybody else want to do?g

i MR.' CHERRY:- I think if we finish Mr. Temple, and
;3

v
- - + -

we can do it_in half an hour, maybe he can get out of here.
20

t How longLis Consumers going to be?
21

| 3} .MR..RENFROW: We cantt do it in . half an hour,

I -
'

Mr. Chairman-3

MR. CHERRY: Let's not take any three-hour lunch, .
3

I 11
| 25 r[ . because I would 'like to be bak here at one o' clock.
| | -

!!
!! s

g..

. - - - . - - .-
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j. ,

t
MR. ROSSO: I move to strike the comment.mm15

1}i7-

i CHAIRMAN COUFAL: I am not going to strike that ,

it !

0 comment, Mr. Rosso. But, I am in agreement that we ought to |,

.; . shorten up our lunch hour. l'

l j
a i

3| Mr. Renfrow, you said it would take you a few 'j
,

i i.

minutes to get ready? t3 ;
V

~

7 f{ MR. RENFROW: 'fes. ~

,

a
4 c. .

Okay.CHAIRMAN COUFAL:. 3
s.i
!9 tj Let's take until one o' clock.

,

.-,.

;g il MR. RENFROW: Thank you, Mr. Chairman.
~

.

!!

MR CHERRY: Thanic you, Mr. chairman,
;3

'

a , (Whereupon, at 12 Moon, the hearing was reciessed
'1 12

,
,

.-i

mJf| . to resume at T.:06 p.m. this same aay.)
*

k

; ,3 ,

,

, ,

}4
i.'

..

;

A !

13 !.
!:
'

13 '!i
le

17
41

: 2a 3
lh*

y *. ,

|s 13 *

,| _

.s

1 .

1; s,.O
'

~

1 1
'

i 1
'

2I f ,
i

u
4 22 I.

u ,

) 23 -, i

*

,. a u
_
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'

f

1
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. -

". AFTERNCON SESSION;g
'bl
J'

(1:00 p.m.)
-

- o .

CEAIRMAN COUFAL: Are we ready tar proceed, Mr.
1q
:

d Renfrow?>

,.

MR. tiESSEL: Mr. Chairman, in' speaking with Mr.
f .

|
Rosso over the luncheon recess, he'gave me a document which

|
-

.?
> i,

4 1i

7 ;; had previously been produced but which on itself has notes,
u
il

and there are some handwritten notes on'the outside which~'

-. .,
'

4, ::
e,

bear upon, or at least'I assume may bear'upon'his testimony.g p
I

'I was able to get copies of tha handwritten notes.
g ]l.

|
I'do not have. copies of the documents themselves because there

.,1

wasn't'' time to get them. I'would~like to pass out copie,s of
g . .

,

~

the handwritten notes which are headed, "DNB, Please returzt'

'* ' ij

.i for October Dow-Board," and let the parties look at the docu-
ii,,

il

|t
ment which' bears'Mr. Orrefice's' notes,'which is a copy of

y
* ~ ~

,
>

Mr. Temple's letter dated September 15,~1976 to Mr. Orrefice'
1 "
|

.,jJ ~

i '

which has been previously identified.
-

I
'

|- .I. !
,.

[ i
|

- They do bear on Mr. Orrefice.'s testimony. I~will
1,,

,

i,

- hand the original to Mr. Cherry with'a Xerox of the notes
,,O |&|

. r
- .

_

t
' that are' attached with the request that he hand ,it to the.

M.' {-,
i

Staffkand to Connumers.. ~
~ ~

-

m f,.
.

. ..,
> . . .

1 MR. CEERRY: -I will.'
-

|2; >

t

,,, |
MR.14ESSEL: -- and then return the original to me. '.

,;
.

|
.

O (Counsel distributing copies.) } |

s

\ i
% a,,,

,
.

:
- !

! CHAIRMAN COUFAL: Is it something that you think !
,
..

- .

; .

I

-
.

4
__ __ _ . + - - , , ,-------,-w--
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.

I- rb2 we should see, that is going to be referred to this after-

2 i noon?
h|

5[ MR. WESSEL: No, I do not.

4 * CHAIRMAN COUFAL: Mr. Temple?'

6 Whereupon,

[ ..
-

6| JOSEPH G. TEMPLE
l' .

71 resumed the stand on behalf 'of Dow Chemical' Company and,
,

| !

y having been previously sworn, was examined and testified.
C

| r
i 3 ! further as follows:

!r

f to| (Pause.)
i i. .

-

11 CHAIRMAN COUFAL: - -Mr. Renfrow? ,

, ._

i :-

; 12 . ~ REDIRECT EXA11INATION ^

.

| .
- . :

! 13 BT MR. RENFROW:
-

!; e

3 l -

F, 14 0 ~ Mr. Temple, who signed the 1974 contracts on be-
4
i

15 half of Dow with Consumers Power Company?
~

| h
; 13 'l L I think Dr. Barnes signed those contracts.
9 i

i 17 O. Which' entity.was that for, the Dow Phamical
'

| .

'

| ta Company, Dow U.S.A, or Dow Michigan Division?

|
~

j 19 &~ At.the time-he was President of Dow Chemical U.S.A.,

i

|| 20- he was also a member;of the board. I believe he sign.ed them
,

21 for the Dow Chemical Company.
,

22 0 . Were those contracts reviewed by the'Dow fhamical

23 Company board prior to the time that they were entered into?

1

24 r A No, not by the board, Mr. 'Renfrow.J 'I made a pre-'

| ["

25 I sentation to the Executive Committee on the important aspects

| - | j
'

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

'
,

h

of the nuclear contracts; the economics at that time of theb3 -I
t

2 h nuclear project versus the Dow alternatives and identified
,u,

3
' the various changes that took place during that period of re-

* negotiation. .i4 ;

! it
'

il

34 4 Which executive committee now? The reason ~I am,

| asNing-the' question is; I want to be sure we understand the'

| 3
!

! difference between the Dow U.S.A Operating Board, the Execu-
7

3 |i tive Committee you just-started to talk about, the Dow
.

.

I

!, Chemical Company which signed the contracts.9

'A The Executive- Cnmmittee -is of the Dow Chemical,o
i,

I

Company. It is composed of five to seven members of the
| 33
'

. ..

Board of Directors.of the Dow Chemical Companye some'of],.
.

.

12 _ - .. - :: ,
c.;

.
.

them may- be al'so part of ~ Dow U.S.A., but they are members of '
13

, .

.
.- . r;.

.. .,

the Dow board, big board.
'

g

g But'they would not necessarily have to be members
15

i

of the'Dow U.S.A. Operating Board that you have spoken about
, g

previously?
~ '

37
,

_

I
'

. ,

', A That actually wasn't in existence at that time.,

g '

.

I '* ** * '

19

|
' - - .v

* .

20 i there still an Executive Contaittee?
~ ~

. . ,
_

.
'

|

.- . , .
. . . - ..

-

.

.-

A- Executive C=4ttee of the big . board; yes,' there is.
g ,

.

. 4. .Do you have a copy of your testimony at the stand,

'

.
,2 |

I"23

L es, I do. |
~ '

24 i,
,

.-

' S Will. y a refer to the last four lines on page 2 and |23

i
,

n .. .

11----_---- _ .__ _ _ _ . _ _ _ , _ . _ _ _ . _ _ . _ _ _ _ _ . _ _ .
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!.-

!
y .

;b3 the first four~ lines on page 3 of that testimony, please?

- i| A Yes, sir. |e

i j

.; ; MR. RENFROW: For the parties, that testimony can |
'

:t 1
i. s,; j be found on the November 30th transcript, page 220. j

( l
BY MR. RENFRCU: !.,

j ;: 1*

J
, !! G Is that the Dow Chemical company's cosition as i

j |,
' '

| .. . you understood it on November 5, 19767 i,/ f.|
i

'
.

i A What was'the data, Mr. Renfrow? i
,.;

,

' a

. t

; G November 5, 1976; that was the date, Mr. Temple,
; ..

I. i
I

that the testimony you are referring to was filed with the ig
I,

I Y. Board.
* * - -

-

. 1 |
~

.

:t - . . .

! A Yes; that is the position of Dow. *

4 ,

, , ,
t.. .

l ~

. Now on November 30th and December 1, 1976.,.you_ ^ - y@, a.

,

gi testified in this proceeding in Midland. Was that the Dow
:

!i
-

Corporate position at the time you testified, then? '
.O 11 ?

h;
A, Yes, sir. -

|Y
j,_

.o .

i i

!i G'
~

Is that the Dow Corporate- position as you kno'w it i,_
.- ' :

ij . |
'

n today? :-

3G 9 4

hh f
i; A- Yes, sir.. -

23 !
.

'
S I.would like to go back now. I would like to ask

20 a . t
.. :

|:| you when that Dow corporate position was made? j.
-

tt .

I MR. ' N"W: Ara we talking about the bottom cf !,
- . , !

%;f
3 and the' top of 4 of his testimony?

- i:: '

,0
.

t . It is on'page 2, the last four lines,}il 'MR; RENFROW: ;-
,,

:-~ i:
,

,
-

- . ,

y and the first four lines of page 3.

3 . .

.!
h4 - - - , , - - - - - , . - , - , - - -y ,,w,--, , ,,,,, , ,
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~

ba .y MR. CHZRRY: Okay.rb4

[VT P

., f ' THE WITNESS: That decision was made by Mr.
~L

Orrefice at the -- as we called it, the Co'rporate Review,
g

'
s
Iit

I think it was September 27th, and is unchanged at the present
.,

+

time, i,

: i

!-

1BY MR. RENFROW: .
, ,;

I,,,

j ,[ g Tha next question I have, Mr. Temple: I believe
'

, . . ,

., !! you partially answered. Who actually made that decision on f
8

' '.i: t
H behalf of Dow Chemical Ccmpany? t

.
;

,

f
*

A Mr. Orrofico made that decision.

!} g - When he made that, decision, did he consult with-
~

| anybody else?
-

'

7
12 0 -

. . ,

'', , " * L ' Well, as I think I have communicated earlier,7he V"

F
consulted with other mcmbers of the Dow U.S.A. Operating

1.,. ,,; .

f Board and then came back into the Corporate Review group and
,

1 .a n
!

:.f announced that that was his position. |,,

| w d i
if i(
.: a Were the members of the -- these were members of i,_

ii ,the Dow operating Board that he consulted?
''

j>

i :
1 13 . |

i - ,

A Dow U.S.A., right. j.
1

13 [! , g. Okay..
it .

. j
!

~ i

20 1 ,

c -

il Can you tell me what their names were?'
o. ! ti !

d
-

|
_

~

A I think I'have already given them. I think they
|

-

,

"
h i

1 are in tha' transcript, but I can go through it again. Mr.
: 1 _ !

!
Orrefice, of course, is the president; Mr. David Rooke was

t
''

,,_ j! a momher of the Dow U.S.A. Operating Board that was present; i
..: ; i

et t

h?

:! i
U f

'l
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l

1

I.. I

rb5 ! Mr. Moran was present at the time and is now deceased; Mr.

: Pruitt was present, and the other member of the Operating,
,

1

'

Board was Mr. Leathers who was not present at the Corporate
i l

| . Review nor in consultation with Mr. Orrofice at that particu-
~ |t>

'

.

;

lar time. ! !
-

3 ,

,: |.

;, .

1 I think I got them all. 1 |,3
1 i

, - ;, 0 'As I understand,'then, after about a two-hour ~ '|
'*

lB .: - 1,-
,

3
meeting; these men went into another room by themselves and -

,'I

s ! |.

-

3y came back out and Mr. Orrefice said: This is the Dow posi-
.

'

|
,,

i |

tion. '- '-

]79

f

f MR. CHERRY:
.. .

Objection; leading the witness., This :.,

n, :.,

- is redirect. ' - ~ - "

4 .a. !

| _

,- -
.

;

CHAIRMAN COUFAL: Overruled.
- ~ .,I'..

m ,

'BY MR. RENFROW: -

3 ::.-

f

"
Q. What I would like to know now - '

.

sJ
.

g y A Do you want to -- me to answer?
! i

If.

:; g I'm sorry.' -
f

'
. i
.. .

A Yes; that's correct. - -

;.,
~

,

' , ,

> Q. Excuse me, Mr. Temple.
I'3

, ,

; .

:

!. . What I would like to'go back to now is the time I.m
p |

-

1 immediately prior to that meeting with Mr. Orrefice, Mr.. , .

~
;t ,

' --

- .., r Moran and Mr. Pruitt: !
-

!

}, vould you describe for us what happened immad- jg. ,,
!3 .i -

9 .. ' lately prior to the time that they went into, by themselves,
..

i

1 .

to make the decision, in general terms? i

f

i
' -

.

"
!,

.
I* ).

-

a
. . . .
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-- . ..

b6 L The meeting started about 10:00 and all of the --

i2 i
' i each one of the members of the corporate Review Committee i

.

!

,
who had been assigned the task to work'on with'the idea of" *

, !!.,
determining in any way that they could proceed whether in any''

,

3
;

..
s,

, respect whatsoever, the Division conclusion or the basis for'
,

I. ?! : *

ji it, wara not valid and solid. .'
' -; J'

i_ II .

|

'

'W And each one of~these people did their job.and ,

;i I |

j then reported. Some of the subjects had to do with subjects I l6

'I
~ l i

e ii, other than the decision itself. But the impact of what ,de- !
i I
i' |

|

h cision might have -- it became the Dow corporate position and |
'M

,

p

[ they all reported.
~

)
H j

o 1

CL ; Were any of.the-members of the task force -- |12 ?
.s

J !
,

;

C excuse me --- strike that: -
.

!!
-

II Were any of the task force ~ heads who reviewed the

I
I

15 ;] Michigan Division position, members of the Dow Operating

iG Board?
n '

17 y A The Dow U.S.A. Op pating Board?.
I el

i :

13 j g Yes. !
l :

i !

|19 !! A No. _

!

'
.

|| i -

j |"0.: O Mr. Orrefica came,back from his meeting with the j'
. . ,

- ,

(, four gentlemen you mentioned and communicated his decision or I'21

} 'I |
22. !, their~ decision to you. Was anybody else'in the room with you?;

!: 1

20 {{ A Yes; all of the m,.mhers of ths Review team were ;
'm n

1
,

2? {{ there. Again, I think this is in the transcript from the'

,
.m g

E3 ', December 1st hearings. .I will-try to remember all of them. fs
i-

). t' ;.

|' |t i

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

. . . . . _ -.

I
b7 G I didn't ask you for all of them.. Now.were the

,

Ali three members of the Dow Operating Board also there when he ,

4
3 communicated the decision?h

ga

A 'Yes; I believe they all returned. |4]
O Ii

. [ G But Mr. Orrefice was the spokesman?
s '

' "
.

: | . . ' .
-

A That is correct'.-4 '

,
.

,

i ' h a To the best of your recol'lection, Mr. Temple 4 what'

! i ,

I j
)0 exactly did he say to the m mhers of the task force and.the

'*

l Operating Board who were assembled in that room?0

i

M u A He said that it was his conclusion that circum-,

I .

stances have not changed suff'iciently to cause us to alter 111
- ; i
,

12 ciur position as being in support of the Midland n.ucl. ear pro - |
; .. ,. ,

,
.

u i .. ,

. ;3 ;; jact and that we are. to proceed on that basis. We are to
%f

hh
-

M! cooperate with Consumers and that we are to keep all of our - ;

P options'open and that'wa are to be prepared to recemmend |~5

| 2? E when we feel circumstances have changed to the extent that
j

..

I
27 I that decision should be reevaluated. i

.

! I5
I

i
13 .I He'also talked with regard to the issue of wit- i'

it
l

1s !!' nesses, as we brought out ~ this morning.
i

*

i

n , .

li . 'I think th$t is the essence of it.1 20
4 :. .

0 g Back in 1974 when Dow's Executive Board looked at21
't
!

,

22 y! entering into ths 1974 contracts which are Exhibits 7-A,B
]

it'

- || and C to Mr. Howell's testimony, what~ circumstances did that !

a !O '24 Executive Board review at that time?;
g

I*

; A Well, I don't know that I can recall all of the 125
I

1,

||
- !

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

b8 i items that I reviewed. But as I said, I indicated - I de-

" scribed Dow's projccted cost for steam and electricity under

3 the nuclear contract and the similar costs if we were to go
,

4 '

ahead and build our cwn power house; which was essentially
> 1

alternative C as defined in the discussion this morninge.2 -

P t-

53 And at that time'there was a significant,.very
'

| '
> t-
i 7 significant. advantage to the nuclear projact ;, [ g.

,

I 3 We also discussed the fact that we could ' continue'
;

i
S to operata our power houses beyond the start of the nuclear,

e

10 I plant and there was some changed conditions with regard'to de-
:

1
! 11 / fining - the so-calls'. nonrec'overables. I ramamber discuss-
1, i .

i M ing,that. ~~' - * ~ -- "

. .

Ai 13! There may have been some' other things, Mr; Rinfrow.
! .

*

!. I can't. recall them right now. I tried to highlight the
'1-;

1 L
' 15j sfgnificant changes and the economics. -

i L

MU 0 At the time that you discussed that with the |
I

h E:tecutive Board, did you review with them'or someone in your |i .7

| !!
-

1s !! staff, the legal aspects of that, entering into those con-;

P l
. 1

a' tracts?.

20 } MR. WESSEL: I think I have to object, if the |

21f'Boardplease. My objection is'on the grounds of relevance.

1. . i

.2 i; If this'is tied up to an issue in this case; that is, one
'
I

|i
.i

aJ that is before the Beard, I withdraw the objection. There i
itj ; 1s, mwever, as ehe ,oa=e nc. I ehinx hno.s, an entire 1y in-2.4

25 , dependent issue between the parties which relates to th.e. |. ;: ..

S
'

I
'

"
.. . .

o
___ _
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t

9 1 nature of their contractual _ relationship and in part, the

)f nature of the representations made, reliance by Dcw in 1974'

i

*

5 , ' . and so on. .

'!
If I don't know the purpose of the questioning at3

li

[ this point. If it has a relationship to this case, I with-2
-

o

|| draw the objection. If it is related to seinething between3
l'
i

7 |I Dow and Consumers, contractual issue, then I'do object.
|J

3 E. MR. RENFROW: As I have stated to Mr. Wessel be-
i s.

I !!

: .: 0 fore, I am not speaking to the Dow-Censumers contractual re-
;! 4 .

I
0 lationship cutside of this hearing. I am speaking solely to -

10
f

the review that took place in 1974, and I would'like to de '
11

termine what the circumstances they' looked at; the Executive
~

:2

Qi - r .t

~

~
'

3- Board looked at when they originally entered into that,

' '
-

y[t contract.
,

1 :

u ij And I am-just asking Mr. Temple to tall me what-

.. y 4

j 35 i: pieces they looked at the time ~ they entered into the contract.
:

I
i MR. WESSEL: Why? What does that have to do with 8p

1, s

il i'

u j! this case? -- " -- -
|'
1-
t--- . ,

I.

I understand what he is doing but I don't know --9,

..

see the relevance.20

g; ; CHAIRMAN COUFAL: Can you explain, Mr.~Renfrow?

! MR. RENFRON: Sir?
. i.

. CHAIRMAN COUFAL:- Can you explain?,3

MR. RENFROW: Sure.2.

'L
What I would like to do is gat to the circumstances23

I .

.

hi _I

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

. .
a

ii

I b10 that were 1cohed at then and find out what circumstances that

were locked at by the Executive Board of Dow U.S.A. between
.

.

then and the time in 1976 -- i-

CHAID W1 COUFAL: Somebody ceughed in the middle
,

,

of your sentence. Would you repeat ycur last sentence?,

- -'

!, .
,

MR. RENFRCW: Sure. ',

;' I-
( I would like to datormine what circumstances were I
i '

. 5

' . - looked at in 1974. I am going to ask him whether the Dow
.

4

. s
. . Executive Scard or the U.S.A. Scadd ra. viewed the situatica ~

,

; between '74 and '76 to examine what circunstances they icoked ;

Q . !

:| at; the question that is based upon, the testimony about the - l
~

[
-

,?

is j circumstances have not changed sufficiently.
!! ., f.

- d ! ?, ] MP WESSEL: If I.understocd' Consumers position i
. !,
j. . in this case, it.is that the only relevant consideration |;-,

1>
.

| 3 4 is the Dow Corporate- position at this +,..imo, which has been !
.?

? .- stated. !:~
; , , ,

i e

! If Mr. Ranfrew is soehing to impeach the Low-

| :3 q Corporate position at this time, then I will withdraw the
|

.

s ; \, , -4 i ,

6 g j objection.. Id, ,

!; ! |

h ' ' MR. RENFROW: I am not seeking to impeach it, I |3 ,

1 | |Mr. Chairman. What I am seeking to do is to get on the re-2 ,

i
i i

n. cord, hopefully in one place; the Dow corporate position be- i. I
<

..

r fore this scard. I don't think at this time I have anything '

.; p , to impeach. !,

'
i.- ..

s ,

.
s .; HR. WESSEL: He has the Dow Corporate position.

, ,,

|

i|
'

c
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I '

il
-

arbil I am sorry to urge this upon the Board. It is-

ij clear that there are many other tha.ngs . involved beyond just *|
.i ;

| the limited albeit large issues in this case. And I fail to |
3

c ,!
4 see the relevance of this issue to this case. ; j

!1.

'

I would welcome the Staff's comments. ;.

i !-
i

5 j MR. CHERRY: I don't know if you would welccme j
-

i
i7 j mine, but I will give them anyway. :

i 1
! :. '

5i! I support Mr. Wessel on this particular objection,. .)

! il
o

for the follouing reason: ;t
-

.

,,
.

! . . |
'

'' .' This is redirect of his own witness. If on cross- : i
s
4i *

ts y examination a witness'' direct is put in better perspective
!i

12 i- all that can be.. said on redirect is to try- to impair that

12 !) testimony.
_

-

li
i

14 !! The witness has explained what the Dow Corporate
9
'i ;

|I' position is on cross-examination; in other words, put so :
;2

.i i.

;

i :s i meat to the generalized statement in his testimony, and has ;
1 i.
. .

| '7 [ reaffirmed those statements here.
'

:2 And it seems to me that Mr. Renfrow is now trying '
,,

G
.. .

is. ;t to impeach the answer of his'own witness. He can't do that.,

!
.

.
!

. (23 d That is just not permitted. '

:; i
i. '

2; :; on the other hand, I~think that the dispute between .
.h. .i
#

| 22 Consumers and Dow is very much a part of this case and I think
,

. r2 ; that the relative rights and obligations of lawsuits between
F ,t i

'

24 the two parties is very much a part of this case.
il

| 8j So I think I would agree with Mr. Wassel so long as
! -

|

| .
| [! I.

1

. _ _ _ _ _ _ _ _ _ _ _ _ _ _
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k !!

arb12 I consumers maintains the position that that lawsuit is not --
'

s . n .

] because rhat is their position and if.for them to ask the- ;

y ,

3 question; they are impeaching their answer.,;

'I ,

4 ,i However, if Mr. Menfrow will now state that the
. .

.f - |

3 ;! contract and its relative rights and obligations and the dis- j
d !.

3 J pute is an issue, then I think he has a right to ask the
*

. .,

|7 q question.
-

i

;

ii

2 :. CHAIRM.3N CCUFAL: Do you have any ccaments, Mr. i,

l i

|
2 Hoefling?

6 y -

j
*

'

.

|
n

, f(Pause.)*G "

.

uN MR. HOEFLING:' bir. Chairman, the Staff is unclear,. .
.

H i
i :

| :: i I think, as Mr.. Wessel is, as to'the particular relevance of
} 1| s '

'3 [
- |. .

- this line of questioning. I think Mr. Renfrow has explained
Y

.

14 it.once or twice,"but the' Staff still doesn't'appreciata it. |
'

1 - i

!{lf is ~ :, CHAIRMAN COUFAL: Well, address this, Mr.'Renfrow.
!i !I

)1 h Mr. Wessel has stated that consumers' position with regard to ig,
,

I the. obligations between Dow and Consumers depend upon Con-' --
-

1

j sumers-Dow contract and their intentions with regard to what
6 '|

'

'

3 is going to happen to that contract as it now exists.
, ,

. . . - ')
How'ever, this morning and yestarday,'and for a'longa ' -

1
.

.

I: time, we have gone into a lot of history with regard to how

'

u j; the contract was originally, what it was in 1974, what it is
-

:!
n@ in 1976.

'

= So I think if it is relevant'on redirect. Now ['

! i- _ -

15 [ can you tell us specifically where your relevant situation is ;

',i i
r

i

Y.
,
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i

!

!!

hrb13 1 going?i

wd r
'

'

.' MR. REMPROW: The relevancy of this situation, Mr. .
'

i ig
5', Chairman, is that what is stated in the testimony as Mr. i'

!
. ,

'
. Temple has stated was stated to him: The circumstances have |,

1 . j. . i |

5| not changed sufficiently. i |

l p :.

8
-

I will go back and get it, sinca I --c !;

7. CHAIRMAN COUFAL: I remember that; go ahead.i i

f
'

S i

i e ', MR. RENFROW: Okay -- for Dow'to change its posi ~ : !

I I |-
'

3 ,. tion of supporting the plant, in essence. And that is not ||
!

'

;

t o ,' quite what Mr. Temple has consistently tastified to, but that !
',

-

j is the import of it.
~

s 1
'

1 n
> ,

0 i

12 i Now we have a lot of testimony'now in the record as 1

O !
;; j to Mr.' Temple's opinion on that position and what that meant,

. :

! f.; j and what that is based on and why that's there. j
! - 1

'

;5 j Now I am entitled on. redirect'-- and ih is relevant |
,

7

:s f to go back to the circumstances and have Mr. Temple set forthI
;

[ i

27 i, lefore 'this Board the circumstances that were locked at and |<- 3:

I
I y j, which circumstances have not changed sufficiently. |

ii !

[I
Now that was gotten into -- we went through as you ji 33, ,

i.

i :
I say, all of this stuff on the history and why.they got to i.

.v t .

1 ;

, , , j where they got. ;

And I am going to ecma back and new ask the ques-22 ;

tion as to which circumstances.g

gj , DR. LEEDS: Isn't your question this time: Did
m

25 the Board have legal advice? ;.

,; .

h-
:
.-

>
. - - _ . . _ _ . . - . _ .
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.

.

!
|

-

|
,l

. _ .

i
;l

|. r

d MR. RENFROW: I am not going to ask him what it' \ .
. - $arbl4 'I .|

||
=

% ,/ ';
3' .. , was. I am not going to ask:him what it was. All I want to '

.

a ;

1 '

, c know is: Is that one of the inputs that went into the Board
s ...

4 when they entered in the 1974 centract, which the contracts - '

,

> i
| beford the Scard.

'

, ,

!!
g ] DR. LEEDS:- The Dow Executiva Scard. ,;

N !
MR. RENFROW: Yes. }.j? i,

~

DR. L3EDS: Of the Dew Ccmpany?' .

| j. .

j MR. RE3 FROW: That is why I wanted to he sure to
{

. ;
l

:.

1; ,; straighten that all out. . |
-

d
I

i 1: 'MR. WESSEL: Letfne just' state: Let him answer'

! N .

j g ;l this ' question. I am going to be objecting as this proceeds. ,

.I. s
g i But I want to remind the Board that that broad document dis--

,

t .

3.; D covery we received without~1stterhead~from Mr. Dacen which :

i l' I
.I ii

g !! we' responded by asking what,was its ralevance, to which we !
.. .

a ..

; :3 ij have yet to receive any furth'er answor -- so I think there
, .:

! nY is a'real question in this casa whether or not sera of what ;

!!
~

!-

g ji is going on is not for the purpose of discovery, conscious [
'l ;
.

, !! or otherwise. -

!
'

p -

;
, . .

|I ~I.

i And I must therefore continue this objection.g

f
,

:: :<

d 'CHAIPJiAN COOFAL: You are welecme to do taht, ., , , .

p 9 i
--

i: :
Nf*..WeSsel.

!!
,

jC ; '

.

'! My personal feeling and the Board's feeling on !.a.,
~.i i,

| p.4 this is that there uas reference in the witnesn' testimony, .

.- p - - - ;

g,; ; that Mr. Orrefice said that circumstancen had not changed. }.-
7 ;

f .! I
: !e

'

14 e

- __
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I j .

I

'rbl5 ;; And I think counsel has got a right to ask him
a' ,,

\
'

what circumstan=es were, that had not changed, f
I.

; '. MR. IfESSEL: Surely he doesn't want to show the
i

| circumstances hava changed. I,

,

i 'i i
j 5 MR. RENFROM: I don't kncw what that has got to

'

'

.

I :| I

3 (! do with anything, Mr. Chairman. ~ i!
'

1
'

.. .

i ?! .'
j ; But I do want to say two things: "'

4 :

: d
.

If Mr. Wessel will look, we have not racponded to !,

! r e
1ti

; his denial, those items that t:s thought related to costs
j ' s

u
3 :. i; and schedule. That's why we asked for them. -

,
,

'! - i
' '

" :

n I will'give him my personal representation ~ that
|,

'

j.

| that. document request was intended to help Ccusumers 'inso-12 i

13 far as Dow's costs and their schedules and what they are
!

| g based cn.

p,

;3 jj 'Again, I am not~reprecanting nor am I trying to
.

ti I.
'

}; represent Consumers'Pcwer Cccpany in' any contract dispute |. :-

if ;*

.' ; -. that they may or may not have with Dcw Chemical Company, and j
:

f
- ;:.t

. .

.

{{ I don't intend to do that in this proceeding.
~

|g
1 ;,

9 I don't think I can go any further than make |g-- p
e it. g1

- !. that representatica to you. I'will make it to Mr. Wessel i*N
|1 i
.: ,

'i on the record.in this case. i.
. , ,

4

/ j - CHAIRMAN COUFAL: Can anybody restate the ques-g .

I
h .

tion?,3 .

n -

| y$ MR. RENFROW:8 I can. I,'
- i' i
! ' !i 8

, 1

40' $

I !! |*

0 :
*

.

L

L_ ,
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i

d..

2blG BY MR. RENFROW:

g Mr. Temple, in 1974 when you made your presentation '0

!
'

*

to the Dow Executive Board, did you discuss with them the''-

.!
,

legal aspects of the entering into the contract?
,

4
,

. . .
!"

3 CHAIRMAN COUFAL: Is that the end of your question? !
<

6 MR. RENFRCW: That's it.
.

7 i MR. WESS'EL: I gather the objection has been over-
,

,

,

.
3 J ruled.

i ;!
!

2 '! CHAIRMAN COUFAL: Is that the question you are
n
it

;0 j objecting to? 4-

'a.

] , .
-

'l.

| .r MR. WESSEL: Yes.
'

1
! CHAIRMAN COUFAL: Now answer that yes or no, if

'

12

Q '
4

;- 13 you know. , ,

I

I would not object to this on attorney"|14 j . MR. WESSEL:
,

|-
,

i ; ,

j .5 y client. I might have that objection later. -

0 i1

;i :3 THE WITNESS: I can't recollect that that area was :
; !,

I nj gone into extensively at that review;' This was contracts ;
i ,. -

l *
*'

:; ;; that had been initialed by attorneys and looked over by
-

1.

II

tc| - attorneys. I did not have an attorney with me when the
1 q

a ] presentation was made.. |
- ,

' t I

ns [ (Pause.) !
-

si ; I

8

.:n BY MR. RENFROW:~
.

'

1
a ;! O tat that time, Mr. Templo -- again we are going to :

.I

24 talk about this 1974 meeting -- 1-

- 0 i
25q Did you discuss or review with them the ,

t
; .

*i

1
.

J
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'

,

I i
: _ . _ . ._

,

l '

I I
.

Ob17 I l' environmental or energy consearvation aspect of the Midland I

[ N ,|
,

~ C || Division alternativos, both pewsr and steam? I l
'i | )

h A. Won'.d you repeat the question, please, Mr. Renfrow?I II

fi I |

[ i I g Sure.
-

!
l h I

i 5 i. Did you discuss with the Dow Executive Board the |
1\ o . . i

s ji environmental.and enargy ccuservation aspects to the Midland '

4
..

O Division' alternatives, both power and steam?
'

f,

!!

cd A I don't think specifically, although the base case
!!;

!!
3 :: was, as far as I know has always been, designed to ccmply if

.

! i ;

to ever built, with the prevailing air quality senm2wds of |j

8|
.

!i Michigan and the United State's. -

it

1
'

I
; 'I believe that was incorporated in the alternative,

,

is but I don't believe I specifically discussed it. I am sure'
'

-

4

! 14 I did discuss the fact that'we are cperating existing power
!

15 houses under our consent agreement which expires in July of'

0
15 1980. ?And I' cautioned tha Executive Committee, that'even-

b

{ 17 ;! though'wa were getting permission to run these' power houses,

| Il
'

hm that we had that problem' to face 'if ~ we ever really ' chose to 1

do anything about that alternative, or that privilege.19.

20 g Did you discus's with them the decision that inso-

far as Dow was concerned nuclear safety was not an issue with2; ,

| f

p: regard to Midland?- - - |
;

1 -

1 i

23 A That had been Dow*c position for~some time. Dow j ;
'

,

|
'

o .

2.; j' hadaspecificcommitteeoftheboardassignedtothatsubjectij| ,

i ;.-

::5 earlier in the life of the project, and that's what they had |
i' '

,

1i ;
'

1 l
'

;
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'

J rbl3 concluded. We falt that that was a responsibility of Consumers

2i Power and the responsibility of the NRC to make sure that
1 ,

i the safety of the plant was indeed looked after and it was a |
i

~ l., safe plant.

/

We did not feel that we knew of anything that |
:

: :,

'.f would cause us to feel that we shculd take a more prominent4

.I

7 ;t position with regard to the safety aspects of it.i
.

h

ay G What was that?

!!

[ 9 !| A I guess my answer was, no; we didn't cover that

! .

'
::, ,; specific issue, to the bent of my knowledge, at the review

i!

@ for the Executive Committee. -;;

i

h % But it had been covered previously?12

O
. ,

13 L Yes, sir, and it was - yes, sir. |,

i |

taj Q Did you discuss with the Dow Executive Board the '

:

l ;3 , impact Of entering into the contract on the Midland consuunity?'

;: .,

Ij A I am not sure I know what you mean, Mr. Renfrow,;,3
i';

|I by the impact of entering into the contract.j g
.I

;| ts , O Well, you told me you discussed econcmicT?

!,

;g j L Right.:j ,
;l

,a a What are the impacts that could be if the steam_i

you sought to get was economical, that would allow .Dow to-21

i 2 [ grow;- and therefore, it would have'an impact on the Midland

i
23 p community? Did you dis' cuss dat type of impact with the

|
. ..

T
,. 2,g Dow Executive Board?
v

25 A I think as I talked about the economics, I would

r
.E
'

.

L - - _ _ . _ _ _ _ _ _
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.

.

.rbl9 ; ; be surprised if I didn't say that this steam would make the
.

'
a - .

li Midland location more competitive from an energy point of.,

s --
;, i ,

!j view, than it had been in the past and maybe more competitive, 3

|
!!

4 than other Dow locations in the future, or at least equiva-'

i

I lent to other Dow locations.3 .

(..
. . .

) a. j MR. CHERRY: We are talking about 1974 now? j

|,<

; .. d THE WITNESS: Yes.+ 2

!q
!;

. i; MR. RENFROW: Yes, sir,.

s !! j..

,. !f BY MR. RENFROW:
,

{-
,

_

'! ;
i i

! ;] CL And didyou discuss the -- with the Dow Executivey
; ' ;i.

j | Board -- the impact on Consum,ers Power Company of an -- enter-,,
"

! i
i ing into these contracts?

,2
'

.
g .. .

A No, sir. .S
, , , ,

--. ..

|, , ' S Did you discuss with the Dow Executive Board the
1,.,

i

j impact on the National Enargy Progra?
. - |t

;- A. No, sir. *
.i

' 16
'

O. 'Did you discuss with the Dcw Executive Board the
17

'

,

| . impact on nuclear power in the United States by entering into
i is
.

this contract? -

19 *

MR;' CHERRY: I will object to this question. And

also,'just for the saka of argument, I-cbject to the former

i
two questions. Iu t i

. -

t n

u| NEPA doesn't care whether this company goes bank.- !
: -

.

1

| rupt'if they are about to do.something to destroy the environ- i
~

r ;i '

. j ment. This company cannot suppc:t a nuclear plant because it
,

1 : \
\ .

;
*

. . .
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l. .

!

I20 would look good for the Nuclear Regulatory Staff or the

2] Nuclear Regulatory Commission, or nuclear power in the United

3 States,

a

4 ij And there has been no suggestion here that consumers.

( !!

3 !! is tied into an international grid so that a need for power
:! . .

1 !! somehow affects the United States. ;

!!

7 I think those issues are totally irrelevant. I
.|

0h would ask the Board to deal with that.

!!
j i !! CHAIRMAN COUFAL: Overruled. j

j H .,

Mi There has been a great deal of inquiry here in the !
I

iI last couple of days about Dow's motives and Consumers' mo-L .
s

:2 tives for doing what they have done. And this to me seems

O
,

13 ,! to bear upon that issue,. if that issue is important.

14 Go ahead, Mr. Temple..
I

15 | Mr. Renfrow? -

13 MR. RENFROW: Thank you. 4

:

17| BY MR. RENFROWt;
.

19 I g Did'you discuss the impact with the Dow Executive

w| Board'of entering into these contracts, on the State of
| il '"
| 23 ii Michigan? i

~

|

b4 '
1

|l
'No, I didn't, but this 'was like ' the - there were |L~-2:

i. : i
.

|| 19 for ~ sort of interita arrangements which lasted 10 years ig:,
Is : h

:: f so that it really wasn't a new thing that we were talking !'

t-

,- n about entering into. It was another phase of the nuclear
, -

13 E agreement. j .

L i. i
{ i.l !

.
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1

1
1

Ib21 g Had you considered prior to this time, then, the

'

I !! impact on entering into these contracts on the National ;

I' |
'3 d Energy Program?

|

4 ||d A Prior to 1974.
;\

3! O Yes -- well, these 18 supplemental agreements that

! .

E { you said were going on. -

|

7 A No; I was in the Division since early 1973 and .

,

i
.

a that was not a question with regard to the one or two ex-

y tensions that I may have signed.S

| 0 Do you know whether or not'the Executive CommitteM

11 had considered those prior to~that time?
~

12 I don't know.
-- ' - "*

i d 13 g' What about the impact on nuclear power'in the

14 United States? -

;

15 A I don't know. - - -

t6 G Now'between the. time that 1974 when the Execu-'

17 tive' Board reviewed. entering into the contract and the;
,

; 19 review made by the Dow operating Boargi September of 1976, did
: ,

,

is the.Dow Operating Board,.Dow Executive Board or the Dow
.

.

( 20 Chemical Company Board, review the circumstances surrotnding
i
! these contracts?ft
|

i 22 .A I am not sure I understand theiquestion, Mr.-

t

.. * t

23 Renfrow. -

,

24 0 I will treak it into parts fe you. 'i

| 25 - After 1974 when you reviewed entering - the
. i

: ....-
- . ,

1

i * |
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0

O .rb22 circumstances surrounding enterinc into the contract with- I*

' [d !
, .

the Dow Executive Board, did that Board review again at any
,

- --

:'

2 time between 1974, September of 1976, the circumstances of-

,

'
the Dow-consumers contract? i-

.
.

i |

7. To the best of my recollectica, there was one .

D :.

;; issue which I' brought before the .I think it was the .

! Executive Committee or at least several members of the Execu- {'
-

'
; ; tive Ccamittee, with regard to the Dow-consumers relationship.i

!

/ g Whe:r you -brought that befca.a the Board, dfd 'they
'

;

review the entire matter at that time, or just the one specific, . . '

:
, i.

. item. i
'"

!! !

12 |i 0, - Well,. the specific item' had ver'f -- fairly long-

( 13 range and - far reaching impact. Therefore, there was dis-
'

y )
i u$ cussion with regard to the Dow-consur.ers relationship.

.I
!! !

n ;|! Would you like me to tell you what the specific I

!
;n I

.: issue was?'

1 y .

rj 0 Yes, si:*. i.
q .1 !

-

1 ii 3. Well, it occurred in 1974. I will say it was ?
1-

4 |
.

g. [j summer or early fall. And it was our exploration with them f|
,

v i

',;t of whether there was any interest'on the part of Dow in je- ;

*
';;

| h !
;,; .i sponding positively to requests from Consumers to buy Con-

' *

I >;
'

!
1 > '

2 ;: sumers preferencs stock or advance money in some way into the :,

I
d !

.-; i Consumero Power Company, at which point in time there was a .

!.

,- 21 fair amount of discussion on the part of the people there,
%' *t 4

? 'i of their general view of where we were at at the present-time,
t t,

t
,

.

,.,__.--,,,,p.,.._ . .n.-.-,. . . . , . , . . . - . , ,.n.. ,n -,.. .~ .,, , . , . , . . - . , - - , . _ , - . .
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. 1

i|
'

:

)
'

b23 1 which was .2 particular point in time when we knew the job was
,

E either going to go down or the program drastically curtailed '

!.

|
'

0 and the startuo date atretched out significantly. ;
u '

I
i

. i; So thsre was discussion but no conclusion was !!

. !

c drawn other than the fact that thera was~no circumstance under i*

! s :i,

j which any of those people could envision advancing money tosi
.

' - 7 Consumers.

| a ,.

8 ; D G What is tne return on investment that you, Dow,
1

-

'
,

usually requires before they will invest in something outside :
-

,

i

of the company?; ~*'

,

| h A I think I could say with rare exceptions we are;

l I

j u' interested in investing our money in projects which are

13 , totally Dow, and there are'some foreign countries where that

i
j 14 ! is not possible. But our investment -- objective.would be

I
'

is I to invest in operations in countries where we could have the
;

5

t
i *

:: ;i controlling interest.
|
4'

Ig So you - if you invest money in Chile, for in- !',
.

l

,

#

, !

[ stance,you need a higher return on invostment than you need i
;

33

!i

at in an investment in the United States.,

|
-

j pf, [ B What do you expect as a return on investment in

I !!

j the United States?p,;

I & I would say in the range of 30 percent ROI bEfcre
~

I:
1 .

a -. .

;, tares. _

3 ,

G U

| s-; q G The Michigan Public Service Commissign.never.al-

! Ii

|| a }|
's

loved Censumers that rate of returnr did they?
|

H p
i..

'~

-

u
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ii
|!

b24 : A No.j ,

,! Q. You said you spoke to some of the members of the !
[

o
!
'

I neard of Directors. i-- 2

1 |
A Some of the members of the Executive Cczmittes. ;

-

'

i -

' Q.
,

Wis there a formal meeting of the Executive Ccm- .

,
.

,

I
i '

j mittee to consider this? :
<

,

'

! - j i A I really don't know. In Dow all of the members .

! .
|'

$ of the Executive Costmittee are executives of the company in |! .3
1 | 1

t

i Hidland. And a Itecting of that ccmmittee can be called with- ,

|*
.

, j out making it a formal meeting. And generally a quorum can i .

|
,1 |
N be obtained. - I

b ;-

1 - | |
' The real answer is I don't know whether it was a '

2,

i .

;'

j
.

i.tz .

J formal meeting or called meeting to review that specific |

js ,1 |
3 '

;i request.:i

i

.3 ;" (L ' Were there any other times between-1974 when you
,

I.

I

.3 i; entored into the contract and September of 1976 v; hen the i
I

.

; , Dow Executive Board reviewed the circumstances surrounding the i'

1 t.

{ Dow-Consu:ners centract? j'

3
.

! !
'

y- .

A Was - ~it was the Dow U.S.A. CPerating Board who !'
.

.n

reviewed it in September?'.g ., ,

$ N !

[ 0 I am sorry. Go, ahead. jy ;
!

i

L Nor I don't think there was any other occasion
.32 ;

where I felt the need or anybody from the Executive Committee |,y

2 j ,

felt the need to call'a neeting to review scmething pertain-)- ,

v!

' ' ^' !
I

l 2, d. ing to Censumers Power-Dow rolationship.
.-

:
1

! 4
-

:

3 i |
1

. _ _ .._
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!.

!
rb25 1 I am sure that I talked to individually, people,

2; and updated people who happened to be on the Executive Com- ,

I.c

3 p mitte, for instance, Mr. Orrefice. I
i
1

1;

i 4 ; CL Was there any time between-September of 1974 and ! l
1

<

c

| 3 -- excuse me -- between 1974 when the contracts were entered
: h

5j into and September of 1976 when the Dow Chemical Company jp,

'

{
9

1,
- 7 h Board of Directors reviewed the circumstances surrounding the

! Il

ep Dow Consumers centract? '' '

|'
> .. . -.. - .. .- .

; ed A' I am not'a member of that Board, but to my knowledge
e .

.

i ta j; other than perhaps some updating which might have taken (
li (

h place, the Board on' the September meeting heard a ' review fromH
Io Mr. Orrefice based on that letter of September 8th which has' 12

0 '

been tendered.
._is ,

| l -

i 14 0 One more group:
.' .

|Is there any time between 1974 when the contractsu
I! $

were entered into and 1976 when Dow Operating Board, the' !
is

!

r |}, Dow U.S.A. Operating Board reviewed the circumstances sur-
i,, ,.

-j rounding the Dow Consumers contract, that the Dow U.S.A. >i
;3

g
.

I .

IOperating Board reviewed? - *
.g

!,
'

A I don't really think so, Mr. Renfrow. ;
.- ,e ,,

2 '

h. 0 Okay. i
. , .

--
.

s
,

| Mri, Temple, are there any other divisions or',--= ,

'
!

i

f
excuse me - any other operating boards or board of dire 9 tors -y

that reviewed your decisionswhen you were head of the Michigan {24

|
:v

..j Division of Dow Chemical Ccmpany? |
'

_
.

i.i !
2 .

s

. . ,
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il
!i,

ifi

i! .

; O I would like for you to go back to your testimony

2 now, the same place we looked before; the last three lines i, . ,

i
t

on page 2, and the first four lines en page 3. !r,

: Are the circumstances referred to there that have
1

3 .: not changed the same general circumstances, areas of circum- !
!

stances, that we discussod, that the Dow ibtecutive Scard re-
3 3,

- I
? viewed in 19747 *-

':

A I don't think it is the~ intent of Mr. ' Orref' ice.,

- to exclude any kinds of circumstances that he might think
i

q would be s'inificant, which might change in the future, if.y

a

!! I :..nderstand your question right, Mr.'Renfrow.g .

!
,

i .

g I guess what T would'like to know, Mr. Temple, is:g

( \' - f Of your own personal knowledge, what ciretmstances was
33

l'

g Mr. Orrefice referring to in his statement to you in your

l'
'! testimony; that circumstances had not changed sufficiently e.. ,

l.i }.

. . . i to alter the Dow position? 1.

' h ;
'

~

A Well, he didn't elaborate-specifically, as I indi-3 .,.

.i .

l cated, nor did he exclude anything. But I would suggest that |i
, ,5 n u

6 !

there were - anything that might happen which wou14. adversely |
g(g

l

9 impact the costs of nucicar steam or anything which might |!
,.

.s

i !
happen which would change our own internal alternative more j,;, , ,

a. ,, .

> h :

unfavorably than had happand at that point in time with re- 1
-

.-
, , , ,

p |
-4

,, . gard to the nuclear project. )- ,

1 -O) g I am sure that -- he would just not exclude.any-
{( , , .

, ,

- ,-
:

.. ji ching. .If the Board suspended the license, that would be |
-

p i

-
-

4

_ - - - _ - _ _ _ _ _ _ . ..- - . . , _ . , . . - . -
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h {
~~

t.

rb27 . vary significant. If the cost of the project went up $200
,

million, that would be very significant. If the startup date |
-

,

1
*

-' stretched, that would be very significant. '

a

.!. End $6 -

:

" i

.i .

;. o,
,

j E

3 il
<

.

't i.

if !

I I "- :
i :i

-

| II
*

i i
! I

12 !

% n|
'

t .

t

1/. . i

'

! i !

f. $d

15 - |

9|
i.

| !di
ti i.

,,

17 h, j i

9 i.i

33 ! !
, ,.

,
1 ! j-

ii |
*

19.
,

i i ;

23|
'

' : ,

2: i |
* *

j

,

t

I i i <

r i l

! 05 I | |
, ,

) O ul !
- - :

'
,. L': '

1 t,

1 (
'I ,

it
'

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



.x..m m m-m m
i'

[ 2610

[ . . _

.,

!

!
I E/ i G Do you have with you a copy of Dow's response to j

3agin 7 e interrogatories? ,

A Which ones?,

9 :

G The first response, I believe. i,

!

A To Mr. Chorry's interrogatories?-- .
'.

4

.

G Yes.,

. .

A Yes, I believe.I do. !
'

y.

; |
> - ..

.

.]
G Nonld you look at Interrogatory 137 Do youj ; ,

.,

have that? It's on page 30. -
.

:
'

.
.

.

Yes, sir.
|

A; , c .g ,
,

t- |

G The interrogatory' asks for Dcw to state its changes
3

s -

.
,

u 'i of circumstances since 1973 in its relationship with ! !

n h Consumers.
'

!t Lf
I

!! '

I

,5 ', A Yes, sir.
|

;
,

!.,

j!
'

G And Dcw has submitted these answers under yourg ,
!

.,, ;{ signature as the changes of circumstances, is that correct?
:

? Excuse me, the most significant ones.: :.

'

. .,

j ;; A Yes, that's correct.,
. ,t

1:

|| G Are there any other chanaes in circumstances which-

s g
0 - 1 !
t e

; g y' you ragard as significant which were not listed in that ,

..
,

I 0 interrogatory answer?. , , ,,

.
.. ,

'!
! .i A Well, I view the theatened lawsuit very seriously. ',.,

!.
- . *

l *

J Do you consider that a. change in circumstances?f; 3 ,

| '(j^ ,2 [s , A Not since the Dcw position was established on [r

w q .

. . .

3 :: September 27th.
'

:t

!|

( ;
.

L ._ . _ .
- - _
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. . _ . _

.

t2 1 G In your testimony, do you considor that.a changod

a .; circumstance, going back to those three lines on that page?
9

. ,

f !A The same page 30?3

0 $ ,

'

'. !
'

: G No, your tastimony, the last three lines of page
'

::
.

i 2. ,

_,
t- -

e || A Again, I have to say that when*Mr. Orrefice made !!
1 :
L ;-|

7 d this decision he was aware of the threats that had been made,,
-:, ,

1
''

1 and apparently in his judgment, for whatever reason I don't i !
l 1

a know since the discussion took* place outside of my presence, fN

.; 1

;9 ;j he included that in the circubistances when he said circum- i.

i i I

] stances have not changed sufficiently for us to alter our;; ;
i ,,

4 i-

| u' position.

h , i

G Did he say that expressly to you? I
-

t v 13 '
I :

I' |

| 9; A No. Ee was not in the room. No, he did not say{
,

.' !i that. As I recall, he did not specifically give any reason i l33
|.. i, I

I, ,. .

i Iis ; f or identify or exclude any circumstances that he was con-
';- - i

'
;

'

' g [[ sidering as potential for change. :
ju

.

1 ~ '
my 0.. So as'far as any testimony that you have on what4

| !
-

[ he considered when he said those words, any testimony-as to ; .

- g
i ,,

t ,- ;

p,9 j what basis he gave for any of these things is just your own ,

\ y .

| g f personal opinion, is that correct?
! <

nf A If I understand the question right, I don't know
d

) ;n j' all of tha' reasons that Mr. Orrefice had for making the
'

(s ;

( ); a decision that he made. 3

N ; ,
,

uj G Let me ask the question to you differently.
c

..
I; i-

:. ;

_ . . _ .
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7

t3 ; ;| A okay.
e

, [ G Do you know what information Mr. Orrefice relied,
,

.
upon in making the decision as opposed to what information

-r .i

!, }

j' he had in front of him when he did it? jg
l
'

. ,~ A I certainly don't know all of the information
-

' e

- he relied upon. I assume he utilized the information in my
I

,
,

e
u .

,

.' letter to him of September 8 with regard to the Division !I ,,
;.,,

11i
4

;
. e I{ position. I'm sure he considered the information that was
, ,

; ii [ 1

' N developed by the Corporate Review Committee. I'm sure he |.
,

!! i ;

:. .

-

'i considered the information and the facts as he heard them&
I !; '

| d i
;; || when Mr. Aymond was there on- September 24th. i

,

'
.

.f What else he considered, I donit knen'
p. ;

,

;i ( b' 23 4 I'm having a problem with the word " utilized."

i
91 ' I would like to know if Mr. Orrefice has stated to you the ]

| basis updn/
i
*

which he seda tha decision which'is reflected in.3: ',' :
. ,

's || your te timony. | ,

, . ,

*i '

;7 ;i A No, sir, he really didn't.
a
i

I [ G So that anything, any items that you testify te |
*'

;g
4 ;

P'

.

:n h~ as to why that decision was made aro just your personal . lf ! )
1. : 1

te ,j opinions of that and not baseu on something Mr. Orrefice has! i ;

4 -

' I
r i 1

mi communicated to you, is that. correct? |
*

t

; 1

m! . A Let me make sure I don't get myself in a problem j
i

n. 11 !
t

) .q j he're,
i

! o h
e x r, ,

I know that he conside.ced the lawsuit as a factor.) .w y;,
,

[ v
t 1,

a I don't know anything else that ;c considered in making his

c,
; ..

!! :
<

i
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t4 1 G That's my problem.

2 i Let's go to page 2311 and 2312 of the transcript.
.a

,[ Perhaps we can do it more easily that way.0
d

.

1

4 !!- (Document handed to the witness.) i
!! |-

'

J Why don't you review that?'

.. ?
l' $

; !! CHAIRMAN COUFAL: Is that a transcript of yesterday's
ie i

[i proceedings? Iy

i M
'

i i
MR. RENFROW: Yes, sir, Mr. Chairman.: g,

i
! i. -

1 i. .

; CHAI!WAN COUFAL: 23- something? !
'

a; } MR. RENFROW: 2311 and 2312.
1
'

)t (Pause.) -H
J
e

'

.2 [ BY .*R. RENF0W:
i'

jaj a Have you review.d those now?.

!

4 [| A. Yes, I've looked at that.
B

.s) G On that page, on line 12 of 2311, in response to
' ''

.
,

;-3 j a question from Mr. Cherry -- ' '

') A. Excuse me. Which line? I
-

- l.

.: 1
-j G Line 12, page 2311 -- 12, 13, 14, and 15.'. The .

'e

1 ,

.;p answer appears en 16.

g.] You state that in your judgment the only signifi-
,; -

,

j cant reason. for the corporate findings or conclusion wasj g
n

|' ..

- r; i the lawsuit, is that right?
'

i

:
|i; a That's right. !::4,

O !! !
f V r; : G Did Mr. Orrefice ever tell you that?

|
;

i.5 ) No, sir, and I think I indicate over here on the
: !

h !
a.
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Y

t5 other board that the decision was reached in consultation

i with other people in a room in which I was not present.i .:
I i
i '

s G Let's go back to your interrogatory answers, page
,i
i ...

! c; 30, the answers to Mr. Cherry.
9
f si

i - 1 I'd like you to go back and look at the question ;

! l |
*

j ]
that was asked on paga 29.q

E

,, A. Yes. .i^

! |

3 4 The question was asked whether there exists in f.

I'
! . |. your relationship with Consumers any " change of circumstance"g :i

i !

fother than those which existed in 1973.I m

Now, your answer then says that there have been
{

f
g

8 ,

several " changes of circumstances" since '73 and lists them. -

; ;g

! ||
. . .

j 33 .; Was the litigation which you spoke about at page ;

ti '
2311 and 2312 to you a significant. change in the relationshipy

1

with Consumers between 1973 and the date these interrogatories,g.
i1
I,a l were signed by you on January 25, '77?
:

? *

|
-- 1 Well, I would say the answer given says there !'

. ,.
,

are several, the most significant, and I still think the j
,

-
.3..

!

most significant are the ones which have escalated the costgh
ii

9 .i of the plant tremendously and have stretched the startup ;

y
!

4 date and have essentially removed the economic advantage of..
.t |

'-

].1 the nuclear steam versus the Dow alternative. {3

I think the lawsuit, the threatened lawsuit, is
.

'
n3

b\
4 - Q p s4gnificant and important. Maybe it should have been listed

d i

a? here. I don' t know. But the most'significant, more {
I

i
-

,. -

.. ..
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. -

l
.i

t6 i significant than tha: is the problems which have occurred

d
2 over the last ten years which have gotten the two parties

..

il

h where we are now, and if Consumers can go forward'and con-;

i:

10 struct the plant and bring it on line our plan at the present
:

3 time is to purchase steam and power.
q
!
ii

a! MR. WESSEL: May I request the' witness to read
:

:

;j that paragraph he answered carefully, that he's been testify- 17

it ~|
| !j

ing about?'-

|
; 3 CHAIRMAN COUFAL: To himself, you mean?
| j

h MR. WESSEL: To himself. Slowly.10

R
-

11 (Pause.) - '

12 THE WITNESS: There are times when I wish I was .

" a lawyer.
13 }

.

;, ;

14! MR. CHERRY: You are a lawyer. . " -,

F,3 .-
c

15 l' MR. RENFROW: One of the better ones in'the room,,

f |-: ,

i is , as a matter of fact.
-

| -

|
'

,

17 | THE WITNESS: I think perhaps the question of| 2'

n) ' i the threatened lawsuit and the circumstances between'Dow and
!

je Consumers which would cover that is Iserhaps covered ~in the4

.

\ .

20 F next-to-the-last sentence there, under * Consumers' approach
! .

21, toward.its o$ ligations to Dow has also affected the Dow-

22 ' Consumers Power relationship.",

-| .

23 . MR. CHERRI: Mr. Chairman, I'd like to be fair

n t

(Q ?A i to the witness. The interrogator-f answers says there are j
!!

g

23 ,j a lot of changes, the most significant of which are . . . . j
- 1 t

|
4 !
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t7 : And it-isn't a complete listing. Mr. Renfrow was being

2 unfair to the witness asking the witness why it was not, :
i

when by definition it implies otherwise.. ,

- I

MR. RENFRON: I did not ask him that question.
-

.
- "- I pointed out to hin most significant. I just asked him a

.

I
'

-
\

3 question about whether these, and Mr. Wessel then asked him ;
,

.4:, , 1

'
; to read the paragraph in its entirety. )

, 4,

) MR. WESSEL: I dislike interrupting scmebod'r's i
'

j3
' ,

; -

,

- { av = hation, and I recognise this..is not the traditional
iti,

!

| ;c j redirect at all. It's quite different circunstances.
|> ;, -

;, But it's clear frein the respenses to the inter-
a .

!'

n- rogatories that these are drafteu, * necessarily so, by<

' '

3 j. lawyers to reflect the company position; and, even though
*

*
.

1

| . ,; [ Mr. Temple did sign them and verify them, he doesn't always i
! : I

|} know what's in the lawyers' minds.
[

.-
$ .6

i I|
; - 1 I dislike .in errect what one might call " coaching"

.

ig
I 6 ,

i - !! or helping the witness, but this is the kind of th hg where
'

!! '

it's alttost essential.
'

..
,

!! 's
j' CHAIE!AH COUFAL: There's no objection pending..g ;,

i
- '

i
.. h I guess I just heard discussion. '

,i

fl MR. WESSEL: That was my explanation to tho Soard..3. ,a :| '

4 1,

g; CHAIRMAN COUFAL: Go ahead, Mr. Renfrew.

3) MR. RENFROW: I'm not sure he had finished..
,

,i
( *t
s._, -, y could we have his last answer back? I'm sorry. |

t!
t.

] (Whercupon the Reporter read frcm the record jJ.;

/ ')
|t

.{
t,
t -
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.t*

1 '! !
| -8 as follows. .

}i .

; THE WIT 2SS "I think perhapc the question of the
,

threatoned lawsuit and the circumstancos between Dow
I

and Consumers which would cover that is perhaps ,
.

..,

". - covered in the next-to-the-last sentence tharo, under

j
. j ' Consumers' approach towards its obli*ations to Dow fg

,

I
| has also affected tha Dow-Consumers Power relation-
!. !

ship.'"
,

3? MR. RENFROW:

.; 4 Was that all of your answer?
,

L I don't have anything more to say. ..,

i i
,

'. ': G The Orrefica communication of the Dow corporate !
i j73 . . .

position on September 27, 1976, do you know how thati was,i . . - .:
- .

,

communicated to Consumers Power Company?,: ,

i
I

-- A I believa Mr.' Wassel connunicated it to one of
.

i

|
'

the attorney =.
a

MR. RENFRCW: Can I have this marked as Consumers.7,

' " '
Pcwer Exhibit 24.-

'-- '
.

(The document referred to was- - ,

'

.! I
' '

/i marked Licensee's Exhibit No.;s

. .

24 for identification.)u
l

-
..

!

,, - It's a memorandum frem Mr. Wessel to Mr. Nute,
j " '

) i dated Septamber 27, 1976,3
a

( ([]) B'I MR. RENFRGW: |
, p ;

l 4 Would you review that docusent? Is this the i
|

.
:.

!

. 1
'

!

li -

|

|
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8
. __

i
( :

[ |, first time you've seen it?A ,}9 1

u
r n

.j e. (Document handed to the witness.)"

. ;
i i / i'

;'. I'm not going to ask you any questions other than |
*

,

3 I

j'i the second paragraph of the first page. I just gave it to :.;
i

|./ you to try to refresh your recollection. '

3
. 9

A Thank you. h
*

.
'

y !

?. G Have you ever seen that document before??
;

:

3 h A I think I may have seen this.
t!. .

.

4
| 3 G Does that refresh your recollection on how the j

3 i.

[ Dow corporate position was communicated to Consumers Power !; : .-'
? i

h Ccmpany? -

;;
;l
I

n.j A Yes.. Apparently Mr. Wessel called Mr. Bacon.
e

( 33 | G The position communicated by Mr. Wessel is that
; 4-
I circumstances have not changed sufficiently to cause modifi-. g

i t!| cation in Dow's commitment for nuclear-produced steam and j..

.
*

. .
, I

t -

electricity, is that correct?
~ t"

'
, , ,.

.
.

, ,

.!,

,if A Yes, I think as far as I know that says the same
,..,. .

' *
.i j

'f thing that I've said. I
.

.,
*# t{ t

a 7'
| G I think it is, too.

.
.

3 3,2.

1 ,

E I'm going to ask you to look through that again..r
-a

0-

,
1 (Witness reading.) iy
,

4 ;
! I'm going to ask you if those notes reflect Mr. ;y-

y i
h

'

|] Wessel communicating to Mr. Bacon that the lawsuit we havo |33

p been discussing was a significant factor in that decision.-

*1
1

A I guess in scanning it I don't see it mentioned '
33

i' :
ti- 1.

. t*
1

.. 3

L
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f . . .

1

I. 4. .
10 i here.

,| Q. Mr. Temple, I'd like to change areas on you now.1

.{ I'm a litsle confused about the Black and Veatch study. This i3

!
6.

4 i is a Black and Veatch study dated Octcher 7, 1976, which I '

s
il

5 -| believe is 25.
- .i

: MR. RENFRON: I'd like to have t:his marked ac
!

i7j Licensee's 25. ' i

II
3 1 (The document referred to was -

I,
'

- 3 marked Licensee's Exhibit No.,

!!

! e!
25 for identification.)i w

- '

! (Dcc0=cnta. distrihtted.)it .- -

,

2
. .

22 CHAIRlWT COUFAL: Is this 26?,
, . .

| :

13 MR. RENFROM: I believe it's 25.,

. , .

| 11 MR. ROSSO: It's 25, sir. The number 26 is related.
'

,

.
-

.

t .

'

13
.

to discoverj, I guess. N

?3 MR. RENFROW: 'I would like to have this document.
..

u marked as 26. '

I

i :s C (The document referred to was
'

I
19 [.

i i -

marked Licensee's Exhibit No.,,

! i !

t ;,; 26 for identificatio,n.')t, -

i i, e,
i

21 f (Documents distributed.)
''

22 HR. RENFROW: I'd like to have this 2-page
!
'

13 document marked as 27. -

,

7 24 . (The document referred to was -

- t -

i .

f.3 ;! mark'ed Licensee's Exhibit No.
}| 27 for identification.)
i,

E f

V
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;
'

mm1 1 i BY 'MR. RENFROW:
'

i, 3 ER :

!; Q Have you had a chance to look at those documents?4
!:

"h A Yes.
l

d I
i il Q Exhibit 25 is a Black and Veatch October 7

'

1

:l
; it document, correct?

0
' *

.

:; || A .The cze written to Decker?

.' l.

[i Q Yes, sir.-

'

it
1

a4 I would liko for you to turnto Table II in that i
il
.-

ap document.
1

i

I! ( . '

:o J A Table II?
'

u,

t

3: | Q Yes, sir.
,

| i t

in| Was that document used as the basis for the
,

i
i 13 i answers in your interrogatories which refers to costs,

.

I !
,

a; ij alternati*fe coal units?

| il

] A No, sir. I don't believe that this is the studyj ;g

> .i

that is the basis for that.is ,,

y.

:
, 7 ii I think'this is the same one Mr. Cherry showed me.

a,
; .

] yesterday. The Dow alternative was put together prior to the* g .

e i

deptember 27 - well before - really before the September |3
'

g || 13th meeting with the negotiating team, and was reviewed, I
-,

i
g p believe that was Mr. Klomparens' assignment - not Mr. Klomparens,,

t

. ; $ Mr. Gohrban's, assignment as a member of the corporate review {
| |

.3 9 team, to ,ieview the economics. And this data is after i

the corporate review took place.; .

|
-

?y i !

3 ! Q Now will you look at -- let me ask just a final ; |
T 't | |

{ ij i
k !! !
u
I _ _ _ ._. ._



.
>

,

i

2621
.. j __

i
o ,

m2 .t ,! question because I want to be sure I understand all of, this,
i*

j | 1
- -

i2 So as far as you. - know, none of the cost numbers |
t h
'

t'
that you have provided us in your testimony, or in your3 i

!

| answers to interrogatories, are based on the information3

t
- !! provided by Black and Veatch in this October 7, 1976 letter to

|
~5

l
-

,

-
i,

,

! Mr. Decker?; .

|
"

i

i A As far as I know that is correct.-,

n,

.] Q Okay.
,.

--, ;
i,

:

|
- Now let's go to Exhibit 26, which is Black and Veatch.g,

it
i, Table II dated April 28,. 1975. That is Table II, Table III ,g , , ,

| I.and another Table II dated September 30th, 1976..

11 t>

i

A Yes, I see them.
12

h Q wow first of all, I am a little confused. I justg

! want to be sure it is straight on the record.g
.'l

'

,,. !! Table II has a number 24 on it -- back . Table II.
9

.-.
,.

t

And front Table II has a number 26 on-it, circled., g
i

|'
,' A Yes.,,

8'
,

'
I
'

|j Q Now these -- can you tell me the difference'between
'8 p

24 and 26?
is-

MR. WESSEL: I guess I object, if the Board please."
!. !
l One can spend the rest of one's life doing this with documents i

21 : !

| f in this case; Mr. Cherry had a problem with the Black and |_
t v. ,

I I Veatch material; in fact I have also. He came up and asked
| E3 i;

us what it was, and Mr.Nute responded to him.

|| The president of our company is sitting over in the.,
'". ,:

.

11 1
1:

.

3 .' '
l
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|
_

mm3 I Palmer House waiting for a call. I said 12 o' clock, and he'

' (j ::
.: d may sit there for the rest of the day if this continues.

||

s : ! I think we ought to get on with it, aid if there
'i
i is an explanation they really want, Mr. Nute will go out and

L :)
Q 11.- |; give it to them.- We will all get it for him..

f 9

This is'really not proper cross-examination.g

'
::

; 7[ CHAIRMAN COUFAL: Where are you going, Mr. Renfrow?
!;4

! !! MR. RENFROW: Where I am going is, I beliste I.know
; :l

the difference in these, Mr. Chairman --, ,
, ,.

' [: MR. WESSEL: Well, let's get it on the racord.. . -

!!

!| MR. ROSSO: That is what we are trying to do,'

y-
;!

I I Mr. Wessel.g
L3

- ") , MR. WESSEL: Don't go through this foolishness. )e
' || |4s ,

,

' y y We can sphnd the rest of his life with this with Mr. Temple. |
1

MR. ROSSO: The way to get it on the record',,5.

!
'

j Mr. Wessel, is for the witness to telI'us what the differenceg
!-

is,y ..

CHAIRMAN COUFAL: Gentlemen, tell me what you areg
*

doing.g

MR. RENFROW: Yes, sir.
Jp ;, .

I. I believe, and I just want to get on the record

.

| that these are two studies that were used as the basis for the, , , , .
1

i

) September meeting to get to the alternative cost numbers.
|

-
, , ,

,

-, , ,,

d .| What I want to establish is which set goes withg
r
j which number. The third set of documents I have given arey
i

i

t

j I-

a
: % ._ __.. my c.._ -__m__ _ . _ . m A,,, . ,_, ,__ . _ _ _ _ a
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.

mm4 I what I believe to be prepared by the Michigan Division in

r &p
2 their review and presented to the task force for their review.

,t

:1

ij And I want to be sure I know the basis far those numbers
f

[l before I ask them any questions, because I don't want him and.

iti
3 || me to be confused on the record about what we are talking about.

't
! MR. WESSEL: If the Board please, I am not suggesting

,3

1,

-itit is irrelevant, but this is no way to move on. We are
it-

i!
'

}spendinganenormousamountoftimeon,Imustsay, junk.f 3

E !
i NOw, if he wants an explanation of this, let's give

|
-

:

[ it to him and let's straighten out the record.;.3 ,

| | But we can continue with thic kind of question and ,

,, j'

| n .

!
l answer on an interminable basis.y

~MR.Ch!ERRY: However, Mr. Wessel has not observed:, - *

g -

;s
that Mr. Renfrow's questioning on this basis is consistent withp

,

the Falahee, general counsel for Consumers, direction'tor g
i l: delay while construction continues. So there probably is an

is t-

i*

explanation. -

17

( CHAIRMAN COUFAL: Can you explain, Mr. Temple, the
.

3

|
difference between 24 and 26?i

19s

:
THE WITNESS: No, sir, I cannot.'

g

BY MR. RETEROW:

| Q Mr. Temple, look at ,the - let me ask you a
p''

c

: different question. Maybe I can help my fellow counsel,, y

* Mr. Wessel, out.- ~
. , . !t :.

I_
! Were these the Black and Veatch numbera that were.-a .
$

I

1

! - ' .

*

. .-
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j,
.. .. -

t
d,,

mm5 0 used as the basis for the alternative cost numbers that appear ;

,

]inthereviewdonebytheMichiganDivision?
*

,
",,

~n
.s .

MR. CIIERRY: I'm corry, I don't know what these'

..

,

I

mean, I don't know which review he is talhing about, and that

. question won't give the record an answer that is understandable.!
,

MR. WESSEL: Can Mr. Kute explaiA? !..>; ;
,

_ !! MR. CHERRY : - I have no objection to Mr. Nute f
. ;

explaining. '
_>-

,

t

MR. NUTE: Tha document you are referring to is |,

! !
number 24. What you have marked as your E=hibit 26 is,,. .. ,

, attached to the October 7th letter to Mr. Decker. 4

'
ii

8-. j

n !| As I recall, it was telecopied toMr. Decker on
: ;
,;

.

M the 30th, and then sent to him by a letter on the 7th. They I
t is !! I

,' ! I
,, g are the same tables, as far as I can tell. :
, , , t.

!

,d i MR. REI!?ROU: Mr. Nuta, now, just so that we -

- ;; s

} understand,whatyouaretellingmeisthatyournumber24and
,

1 your number 26, which I have marked as Exhibit 26, are the sams -
_

-n

. tables that appear in the Octcher 7 letter to Mr. DecRer from
a!

e; Black and Veatch? ;
'

- Dd i
il MR. NUTE: In your Exhibit 26 as a Table attached i

2.0 ii i"
. ;

tito the third page, which is Black and Veatch Table II and iT: s i
1

has a number 24 circled in the corner. That is the same !

c.2 -' I
3, table as attached tothe October 7th letter to Mr. Decker.

:: j

MR. RENFRON: Right. !(- ( ,

'

.

|
..,

w ,

J' !

[
'

.:
, . : ,

.
* I

'-
|,

.

! ,
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,

-

I

l-

: [ BY MR. RENFROW:
g )mm6 t;-t

V i

r. ! Q Mr. Temple, let's refer to the first two pages of i
t

i
!' Exhibit 26. :.,

0 |
.; ; A Behind the 1:tter?

a

:i
" *

3 Q No, sir, E::hibit 26 is the four-page exhibit that ,

f
4; I

Mr. Hute and I verc just discuccing., * '"
g

.i
, A Oh, I'm sorry.

O Are those the numbers -- are the figures that are j
,

,

.provided by Black and Ventch in the first two pages of Exhibit ,

i'

3.. 26, figuss tha': were tised by the Michigan Division negotiating ;
il i

~

n team when they looked at the economics of nuclear versus a..
''

!I
el

g '! coal alternative?

A I don't know, Mr. REnfrow.y,
, .,

' f

Q Will you 1coh at Exhibit 27.y ,.,

:
e!!

i gj A 27?

! O Yes.g
t

3 ,- ;j A Yes, sir.

n

]?
Q Can you identify what those two pages are for me,

3 ,.

< .t

pleasa?'

1g,

3 !

I
L;

A These were two pages which were used by Mr. Gohrban )" n 1
ti i

F h in the corporate review to pasent the economic picture of I
,,

i a i
'

6 |
.

the nuclear alternative versus the Dow internal alternative. i

*

|
!

* '

Q Do you know in the fossil alternative only for coal, j,,

|I -

' what Mr. Gohrban rolled upon to reach these numbers?3

First, for capital cost?
|j g

8 ', t

,
'|'

1'
, |

|.

e

he o t. + i si w -.w-- ~ . . - * ,. . e. - mA w - .w _ . a - et . .e , ..e _a /_. '
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'

C

L:{N A He relied on a Black and Veatch study, and I am" '

~|' : || unable.to identify which one it is. But it was the same one j

': i
l. J tha t Mr . 13nrroughs relied upon, to the best of my kr.owledge, j

!.

', when he developed the economics for the Division.
I
6t .

Mr. Chairman, beforo we go too far, I-
*

MR. REITIF,CU:
i

! !
-

,

3 I have 1cohed at my document. I guoss I will m/ to solve
a

;

Mr. Wessel's problem. Ths only two Black and Veatch- - -

,

documents that I find cre the April 28th, '75 and September'

,

e ;

;. 30, '76 documents. I
i

: i; If Mr. Wessel can establish for us uhat was used i
, o

'

; ; by Mr. Burroughs and by Mr. Gohrban for the April 26th, 1975
,

;i j''

;,:, ;. study, which was marked as the first two pages of Cchibit 26, !

O :., '!| I would be satisfied if I an incorrect and they will correct
}

n .!
^1

: ,

'l
g

| u li me. j
!. 'l
h Tell me which capital costs they used? Then we j7 '

.i,

I
Can go on. j.

i '
dj R. NUTE: I will be glad to answer that,y
,

,-

;.'

,

. ., ' i Mr. Chairman.. >

| Mr. Burroughs and I prepared the information which |,,

h !
.. J I think Mr. Gohrban relied on. He tock the April estinate i
.; p i

n :-

and updated it '.:o the bact of his ability. Then the Black .

!,
;

.t .-

.,;yandVentchstudyofOctober7thcamein,whichwasessentially ,f
;; tj another updata which came in too late, beyond the .

,

p .

j corporate review.

'

g [n
.

'
I believe the econcmic avaluation people looked at

'

.

g
. o .

.
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| _.,

I

i their update , looked at the Black and Vestch update, didn'tw mm8 : :

'
.h

' 2hseeanysignificantdifference.
dI

.; jr That is the basis of these two cats. j
e

i
k'

,; So it was the April -- the last update by Black and i

i,

g}VentchthatwasincreasedbytheDoweconomicevaluationpeople{I

; ;;

! ,, " which was the basis for Mr. Gohrban's usini. |
e

- J ,,

i !
,

That is the answer.{ ,-
i

. p
.I,

y MR. CHERRY: So that is the last tuo pages of ;3,

.. ,

}I Exhibit -- Concumcrs' Exhibit 26, which is marked 24, which !

.

;
'

s

1 is the same as attachment 25 of Consumers, which were by,
,, ,

!'
|

-
,

; 3, these virtues an update which were in effect used by,

,

| i :1.c. Burroughs in preparation of the Midland Intervenor's. . ,

. r

|: , Exhibit 26 and, I take it.., just so there is no disp tu e ong
l. t _

| .; f the record -
!

'

! i' MR. RENFROW: Let's make it clearci the record.,5. 1

g Mr. Nute, wouldyou produce the updates in your

i documents whica lir. Burroughs did?g

I
|y' MR. CHERRY: Wait a minute, can I have Mr. Nute
;

n
! answer my question. I think it is yes, then you can go about

,9 i.

I
a whatever ycu want.,A ,

;

MR. NUTE- You referred to Consumers Power Exhi'oit;

F 267 -
.,c

|

i MR. CHERRY: Yes, the last two pages of it whichy
1

[( has 24 in the upper right-hand corner, which are September i
.
"'

I
_ i

30, 1976 figures which are identical to the attachments toa,i
i, i

:
1 |

| !i
|

.i i,

,

, M- - 4 p, r - , ,m y . .m. . - -r &
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it
A mm9 1 : L:hibit 25 sent to Deckar.

.

|
,V s

!
L2 I take it the sense of your statement is that the
:

September 30, 1975 figures were effsetively used by Dow in3 :

.

; ] preparing Case A, B, C, D and E in Midland Intervenor's
! ';

} ,1 E::hibit 26, although it --

. .i .

j HR. NUTE: No, they do not.3
I

.; l They. arrived after --1

'i
; MR. CHERRY: No, you said they were reviewed and,,

i
'

thero was no significant difference between that and Dow's3 ;.

,

,3
,

update.
Il

I! MR. NUTE: That is right.1;

I

|
MR. CHERRY: That is why I said they were effectivelyg

q. .
'

/ used in connection with the updato.;3

y[ MR. NUTE: Those are your words, Mr. Cherry.
'

i

3 g MR. CHERR": Okay. I was told there is no
i

f,i
.,' difference,that is the same thing.g ,

,; MR. RENFROU: Did you produce in your documents,.-
,,'\4

. !
f Mr. Nute, the Burroughs' update he did on the April '75,,

i
.

, Black and Veatch study?,,

i ' ;j !
1 !

j I. MR. NUTE: I think in those corporate review.
.s,

'
i. t

i !i documents that was discovered, they were produced. I also
|.i

)i
.

',

i; recollect that information was given to Consumers Power by j
;; - !

i,

Mr. Surroughs over the telphone. t, , ,

.|
~

MR. RENFROW: Mr. Chairman, my difficulty is that<

g

'~. , '. i these corporate review documents are where these came out of, j
d |
a :

.' t I

6

:

.i j
i

- %m =n. . ..e-e.+.a.e a4,.am m vem.-e ensc. ._ . +-, - ~_ - /



i
i

2629
-

mml0 s

; and I am having difficulty. I don't want to ask Mr. Temple,

!>

Ifquestionsbasedonthis.
,

Li

! : . ji If it is not the correct document, if you can
:1

,,!! identify for me that that document -- what that is exactly,
.i t

|,Iwillpullitoutofthereandusethatone. |?
*

S

it j,

.CIIAIRMAN COUFAL: Mr. Renfrow; we are havingg

7 [l trouble hearing what you are saying. I don't ask you to repeat
i

.|
;;jan? thing,butspeakup,plaase?

||
3 ,; MR. RENFROW: I will.

.

<

0
;,, j CHAIRMAN COUFAL: Mr. Nuto, I might say the same i

i !i

h thing for you. .g
i

MR. NUTE: Mr. Chairman there were a number ofi g

studies that were produced as part of the corporate reviewg
,

; g documents because.we didn't know which ones Mr. Gohrban

is j relied upon. So we p'roduced all of them.
I

gj Those are aill - have Mr. Burroughs' name in the
-

1;,

'

: corner, and I assume those are the ones that Mr. Gohrban |.

.i t

+!!, relied upon.
l ,, ;; - . ~ ..u

j
, ,

Now it was my understanding that Mr. Burroughs

! i ~

|
i gave consumers Power both the numbers that we used in the i,

.:.0

|

,,

#,l
|

@ corporate review and, later'when this october 7 update came>
;_,

J ..
1

:I . !
1 , in, it was on a Saturday, Mr. Burroughs gave Consumers i l

j
.

i !

d '
|

' t )'

] those numbe2.s.,
w ..

So, Consumers has them..,3
~

,

|
-

1: , ,

j |' Now also the original Black and Veatch study upon !
' ~ ~

.,3
!i | .

~~

I - e
' I: .

h !\

j 4 --

!
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!

t

()
9

,

mmilt j which this is based was given to Consumers, because I, personally,
L V "

;

L : j gave it to them myself. j
h

;

' :; .,. MR. WESSEL: And if the Board please, this is neither j '

| |I
,

|proper redirect or recross or whatever it is we are talking i- ,,

I l l'l
: h about.

-

1
. ,

i || l
~

! If there is an issue, a factuaI determination to.;
-

$ t

be made, we can produce it,we can produce it, we can resolve-

I it and it doesn't require the testimony of this witness.i I2
:

,
have been a trial lawyer long enough to know how you keep !

! . .

y ; somebody so you can get him overnight, got the transcript back
. 3

j l'

1,. ',!. and discuss what you are going to do the next morning. And2

,,

.

/'; that may or may not be what is going on here.
.

! i
12 I; w

But I am anxious to see this cross -examinationg

h proceed and get concluded and go on with Mr. Orrefice, and not
. y

: |
'

.

to have comabody held overnight, if that is the purpose,in Ig g
h

" !! order to be able to think about what he was going to ask the,-

:|

next morning..
.

:|
-

P; MR. RENFROW: Mr. Chairman, I don't want to holdn,

; l'~

;i
i Mr. Temple overnight. I would like to get rid of him myself.| g

, .

MR. WESSEL: I am talking about Mr. Orrofice, not3,

Li

| ! Mr. Temple.g
l-,

DR. LEEDS: Mr. Renfrow, I am not sure I am following{~2
il i

1||whatyourproblemis. !.
-"

g! i

i Is the line of questions you are going to, to findy

out'uhother this gentleman knows which studies were used in.g

f
it
,e i
1 Ia :

- < ex - > &Ls m .w e - -- -s .. m . s.,r- s w s ew- - n ~~ m in ,. . s n w. s. - -
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.

.

mm12 t the corporate review?

I
.t can you just ask him that question?

i

!!

2{ MR. RENFROW: I was getting to that, and the answer'

!

4' was, they weren't these. And that is why I got in the

|

; s conversation with Mr. Nute, which I think his answer is, he i

a

! i ' *

| ,;| doesn't know.'
f 11 1.

7i And the answer te your question is, because we
,

;
:

i have a lot of numbers from Dow as to what their alternativea

j .

g [ costs are and all I want to do is get straight on the record
|-

ic | which one of these documents match up with which one, so this
:
* I

; 3, ; Board will have the cost information in front of them.

E !
We have costs'from the Staff, costs from Dow, and[ g

costs from consumers. We are going'to have to make a decision3

a on cost, and unless you know what it is based on --
'

-

MR. WESSEL: But we don't need this witness to _.3
_

.

g ! get that. It has got nothing really to do with is direct or }

otherwise because he said he didn't know vary much about }g

I
'

.

y j the Black and Veatch material.;

: .

MR. CHERRY: And in addition, Dr. Leeds, thisj g

i Board is not going to make a decision on costs in this j{ g
i ! |

j proceeding. ''

g
i l i

i i; All you are going to do is say, are they sufficiently
24, .,

[ l
k e complicated so that going any further is going to foreclose some.,

iie "
i

i

Il real alternatives that we want to look at. ;
|

*
. , ,

s ti-- .

~

All we have to do is identify ~that issue. We areg
i!

,

i :! !
; - p !

.. ;

)- - . _ . _.
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..

!
mm13 i j not going to reach any final conclusions here.

!

-

J
2 h; . CHAIRMAN COUFAL: Mr. Renfrow, can Mr. Wessel solve

*

d
' E it for you by getting you the information, whatever numbers3

.

| 4 ! were used for whatever data you are talking about and approach
Ij ,

l 3' it in that way?
i,

,\

a] This witness has said he doesn't* know much about {;

! !, I.

.f these pieces of paper. I
i 7

i
i :

9 i'

e a. MR. RENFROW: Mr. Chairman, I guess my real j

! O |
s] problem is that Mr. Orrefice, I know, is not going to be able t'

!'
;

|'

| to testify what Mr. Temple's Midland Division did.;-

i
'

And I would like to.get the stu~dy that Midlanda,

I

g .
Division did on coal and coal capital costs in. And Mr. Wasself

13
. that is all I attempted to do -- if you want to say something

i

I !, before I finish, go ahead.;4 ,

! U
i MR. WESSEL: I don't want to.- 3,

I
g, ' MR. RENFROW: I believe we probably would be able .

'

.

I
! n.

- i

j ; ;! to do what we wanted to if Mr. Weasel will provide that !

l i;.-
;

.1 information to us and then stipulate it in as an exhibit,i

!.I;
.2

provided the other parties would agree so that we can rely
3

upon it in our findings. |a
' i

_

g| But I have difficulty doing that without a witness. j
. !.i

g| DR. LEEDS: Mr. Renfrow, my problem is this: I

'
.

3 .

I thought Mr. Temple testified -- and correct me if ,
tl. I am wrong -- that he took himself out of the corporate review {^s g
i

t i

taam or group or whatever it is, which produced these data. |''

3
? I

i'

i,

il |
.4 .

f m
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mml4 : So how would this witness know which ones were'

2 h. used?i
'

. ,

3 !! MR. RENFROW: Two sets of data used, at least as
'

||
,y I understand it, plus a third set that Mr. Cherry talked about

ii
; ;i yesterday.

I p
1 a
'

one that is updated;there was a Michigan Division3,
1

I review on economics, as I understood it; and then a Dow review.
7

!

!AndI understand that Mr. Burroughs had looked at it andy.
I ;

[suppliedthatinformationtoMr.Gohrbaninthecorporate,j ;

review.y, ,

i,

1 What I want to do.is just identify the exactg

documents that were there, and if Mr. Wessel is williry tou

agree to that, I am. happy to do it that way.-

g

I .- MR. WESSEL: Mr. Nute has handed to me documents7,3
t |
Produced in December; one is dated September 23, 1976, J. R.

15
4

jBurroughs, headed 1982-to2002,LevelizedEnergyCosts,q g
il |'

j , -I| Nuclear Against Coal, which you should have. And'if you don't,!'

I 3:
"

you are welcome to see our copy.

|- And secondly, another one dated September ~23, '76
M .

i
,

'! by Buroughs, entitled Nuclear Advantage Oper. Alternate Dow
20 ; ,

;

Processed Steam Byproducts Power Plant, same date.

DR. LEEDS: Mr. Renfrow, you still haven't answered

my question. !
g

l
Is this the right witness to get at this from?,,

i( - :
i MR. RENFROW: 'Well, I am asking the question. jg

.

! |.
,

..

, - - r _ _ , ,,, _-,,__-.-o- ,-
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.

BY MR. RENFROW:15 : h
il

2 |} Q Did the Michigan Division do an economic review'

'
...

3 !! prior to the time t'nj made their decision? q

'i 1

0 A Yes.

1

; |i Q Now, was that informatior. then provided' to' the
1

Dow USA review board as part of their review in reaching their; 3

u

decision?7
| .

A Yes. .e
F'

; il MR. RENFROW: Does that answer your quest.ic1,
| N

.j Dr. Leeds?
'

y;
,

!

DR. LEEDS: No, because the question was, did
j;

,

this gentleman do it, and you didn't.ask that question.g 1

h Do you want me to ask him?g

I
MR. RENFROW: Dr. Leeds, you can ask'him. He has

..
m

,

I
I
i g j already told me Mr. Burroughs did it.
I 1

f
DR. LEEDS: Then we need Mr. Burroughs, don't we?

. .;

,.
.

MR. RENFROW: I don't think we do.-| !,

1 ,;

'! All I need him to do is identify the documents for
la i

l
n me.

G!
, i

-,

.g [, MR. WESSEL: We have just done that. He doesn't
,

O know that. Here they are. I want to get on with the witness
h,,

,,

|
and get on with Mr. Orrefice.

.

. , '. , ,

j DR. LEEDS: Let me ask the question:
|

. . ,

~~

ij ~

Mr. Temple, do you know which specific Black and
3

' || Veatch studies were used in the corporate review documents? t,
...
-

ei

$!
3

4
4.. g

'

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
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'

THE WITNESS:- I think Mr. Nute said that the basic
i

*
-

,

( > .t
|' v) ', study was the one that was done in April, and that that was

updated by Mr. Burroughs to use in the Division's economic

study.i
i . .;

DR. LEEDS: I am going to be picky.

j - Do you know from personal knowledge which onas were

f used? i
. '

0
;-

,

. .
3

1 TE WITNESS: No, sir, I don't. *

.

'

DR. LEEDS: Thank you, sir. ;
~ '
-

I ,

BY MR. RENFROW:.

::
Q Do you know what the escalation or the increase, i,

11 !!
~

;
.

j |!percentageincrease .of the cost of the coal unit between the
'

12 r,

| April 28th,.*75 projection rrom Black and Veatch to the j
i "O fi i !s

|j September 30th,
76 projection by Black and Veatch was? j j'

'

14 ;1

f[
'MR. CERRY: Mr. Chairman, I:do not believe that !

15 j <

i' in light of Dr. Leeds' question to Mr. Temple, that we should i

15

continue fruitfully with this. !-

17 i

Dow has been e:ctromely willing to supply information ! |
-

,

'I13,

1 on a very quick basis, both pursuant to their priority 5 j
!

3| request in interrogatories, and the documents are there.
*

13
'

l'
20 d 1

i: As a matter of fact, Mr. Reafrow's answer has already been ! l
*

N !'.1 ~
1

J computed by Dr. Timm from information that Consumers gave ! !
t s

|**Lt
us which they received from Dr. Timm -- from Dow Chemical f|!

; j ;

1 Company. 5-

2 :, <

_

So it is all in documents, and I don't seei '

e; . 1

| I

h
.

2 W < 1* E' b &4 Mh %e & rn&A . , 4 .W1 - ,& N *hf 2A r 'I
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Il
n

f' (m mm17 . ' , ,i that we need discovery of Mr. Renfrow's on the witness. And1 i
~.

| \ J
'

.

'''
; this certainly is not redirect of his~own testimony.

; . I think we have gone far enough, and I would move ,

'
I,i

! o

| ,' that unless he is going to ash -- I

! ;

MR. REMFROW: I Uill withdraw the question.; .,

.

. 1

i, CHAIRMAN COUFAL: He withdrew the question.3

!!,

d MR. CHERRY: How about withdrawing any of the others.:7
il

,

.
'

I

.j Where do we go'o
.

;

, } MR. RENFRON: We are going to leava that until I
i

y , find thoso documents, Mr. Cherry. ,

,

,i .

!'
- - 3Y MR. RENFROW: -

t
..''

|. !!

| l Will you go back to'your answers to intarrogatories,!Og

i O I .Q) g ; please?
.

I
. . , Interrogatory 4.
.

i

I.
,

A Intervenor's interrogatories? ;
~

,, t
il0

ji Q Yes, sir.
|

y

|i .
'

7 ij A I am ready, Mr. Renfrow. I haven't read them all - ,
il i

-

!! Q Okay.'

:
i ,3 p. ,

6 l
; But I really would like for you to go to your i, , , , ,

'" d I.

-

..c
|| ataawers that are "i" on page 13, and over to 14. i

t
~' <.

|
'

|
.

;

[ ,, ! I am particularly interested in the study. Do ;. t ,
l

'

t
!

[ you have a draft of that study done yet? Do you have any *

j ,- i
-

' 8 * "8 * "*
'3

t
| , . j. A No,.we don't.

. .

1 '~

~3[ We *,muld we dab study to be completed somethe.
,

,

,

i
i

:..

-_______ _ ______-___________ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ _ .
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h
' '

'

t|inJuly.!-seml8 1
-

, f s .,,

!j '!i ' .

[ np .O If yo,u were going to -- looking into what you !

a [ wanted the study for, are you looking to switch energy-
h

c 9 intensive pJodu'ction of energy-intensive products to some
.

n..

l 'other Dow manufacturing plant, or to discontinue that line? j.-

j- !!
A Again I thinkte got into this ye'sterday.e q

j'4

7 Assuming the product is one in which Dow can
'

,

i

:j profitably manufacture and sell, we would cwitch production,

tt

3 j to some other area where our energy costs were moro- favorable, j

p i

ic not go out of business. i

d

|| If it is a bad product, why we might considery
| Il

! 'jshuttingdownandjustterminatingtheproductline.y

I y" i 0 Okay. -
-

",x !i
.

g; Then would you bring in other products -- and this !

|!
|

! is what I am asking if thth study is .looking at -- would you,3

d.

j; then bring in other products which were not as energy-intensive,;33

3 |
!! to take their place in the Midland Division? Ig
,1 *

*

jt A Each ole of those capital decisions would be made ong
d-

I
.. . its own merits. '

i
I ,

w
|I j

i .

! i
9

- ~I have to say I just can't answer that. In fact, ;)s.
'

,

fjourcriteriaforthekindsofproductsthatshouldbemadein !
?.

|

.
l' Midland right now because of the energy situation, are that :

!
e

a
n !

y}theyarelotn-energyintensiveproducts. >
i

,a

So we would continue to, with that basic premise,7g

; .,. ;! I think. Butthatdoesn'tmeanweputallthelow-energy-consuming |
i !

'

,

;,

,

'i |

3 !.
,

h
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I

i

\, mm19 ;g products in the Midland location. We might put them anywhere.
.i .c_ g ;

: But we would probably -- if energy costs are way out of line in !' >

.
a

,

!
.

; comparison to other 1ccations, we certainly would not put the'
;

i
|,- . high-energy users in Midland.'

;
f

..,

: Q But you are talking basically about locking at a '

;

f- d i
.; t| shift, looking at t,thich ones you can. shift in view of the :

i. U :
- 1

7 h, en6rgy supply and demand situation in Michigan. j.

|
-

-,

| |: Is that correct?,

.h

.A That's correct.
'

,
;

, i. . i
, ,

Q All right.
3 g. , ,

.
i;

! " Let's go to interrogatory number 10 please', on..
n.

;l
.

-

l' alternatives., ,.

. . - : |

| A Is there a particular part cf this, Mr. Renfrow?..

is
--

.

i fi O Yes, I would like you tc first go to the co'al3,.
i
,

p; gassification., ;.
*~ .

6 ;!
'

[ A Okay.
..g,

..
. .l',, O Bow many -- '

!>
,

t !,
,

|: A can I read it first? ;.

\
. . ,

u
--

'

Q Oh, sure. I'm sorry. I thought you wara ready..,
a,

D

..c !! I**
i

?! i

,, ({ Q How many coal gassification plants does Dow -- not |= :. I
1 -

!! just Midland, but Dow have in operation now? ],
-1

e

t i' A To the best of my knowledge we don't have any i
'

,,

t.

i
e

3 '! in operation now. 6,

) / a i! i

,.

| .i ;

; .N Q- Do you have any under construction?
''

'

~
I ; !

U

| !! t
- -1

!..
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I

1 A We have a prototype plant in Louisiana, which is --

?!

i I am 'ot sure if it is under construction, but I am sure2 n
,

.,

; / the engineering and planning work for that are fairly far
,1

. . , advanced. But I am not sure what the status is,

i!
'l Q Is Dow involved in prototype work in combination ;, .:

' ;
3

h't with t'2.' government or some other entity as to coal gassifica- |
3

6 y
: ,i
: - ;t tion?

!-
,

t
A I don't believa so, Mr. REnfrow.

ij!: e.
'

<. t

.

3 dj uith some other entity -- no, I don't think so, ;
~ -

!i' <

a ;i although we have had discussions with people who have |

!\ '1 .

|I.
iF

; , technology to license -- but.other than that we are noty ,t. -

j | involved with anybody in any kind of a joint project that I ang
o

| t -

! g| aware of.
I ;' L
; u[ Q okay. ;

'

a ! i

, !, These people that you are in contact with i
i. :-

i ' i
!

| g technology, do they have coal gassification units in operation?;g
: e
!

' A Yes, I think they do.
; ,, ,

h - .>

l .; I am not very sure on this. It is new technology ;y
il i

3 , . '. and we admit that. If that is a pertinent ccmment along the !
.

t.
.

..

| lines you are going.
,., 1 - 1
-

,

h Q I guess, besides this being new technolsyo Miat
,g

t'

_ N I am interested ~.in is the fuel costs. :

~~ ii
N Haveyou.lookedattheStu.'sthatyouwilb.beable

3
!!

-

to get in gas, that you will take from Btu's out of coal?'
, , ,

,,
,

!
*

-

,, .| A You mean the Btu content of the gas?
"

] ;

i

'.
.

. ,
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.

min 21 : O Nodding affirmatively,
,o) j.

.

V 2 i A Yes.

i
1

h Q Okay. lc
,

g! Can you give me a -- what is the ratio of that? I

!i )
i A I'm not an expert-in that. I just know that is7
:

N one of the things, yes, they've looked at.-,

!

'

3 MR. WESSEL: If the Board please, this is supposed
" i.
h to be redirect, although maybe it is recross or something3

I:
like it. It is not initial examination.

,' 1'
;

t L

b This is a suspension hearing, it is not thew
ti
!! remand hearing...

L,
~'

: I think the Board might consider issuing an order
n!

that Mr. Renfrow complete whatever he is doing by no later than13

3:15. It is now ten minutes to 3. That is enough time.. ,
2.>

l

MR. RENFROW. Mr. Chairman, I.want to respond to.. , .
r t

~

that.n.. . -w
.

$ We have a difficult situation here. I went from.,

, a
.g !! that to responses to interrogatories here, which .are differ-
'

if ?ii
,'! ent,becnoce whilo Mr. Temple was originally sponsored as our,,

I
.s

-

il'

g g witness, and testimony was pmsented by, as you will

ti
_ . .j ramember, by Mr. Rosson, we did not participate in the responses.
M t,

f
| We do not know the bases for them, and that is what I am gettingy

.. |! at.
an .

;

44 ;I I am going to try to finish my cross-examination.| .

6..

! These questions are important to this Board's xlecision. We !_.. y
.; j*

:! |
J J

i
_
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;I l.o

mm22 P 'i]a i "have got to look at foreclosing alternatives in'the suspension !
\ \ ;

w' I: haaring.
:

: CHAIMM COUFAL: Do you want to suggest, Mr. Wessel,
,

.

that at 3:15 we take Mr. Orrefice?

'
- MR. WESSEL: No, I think this witness shoul~d be

. ,

*

finished.e
;.

.

: Mr. Renfrew said, quote, I am going to try to'

i

t finish my cross-examination, end quota. He didn't say by when.
s

'

;
; ,He just said he was going to try to complete his cross-

,

,

i :) , examination.
| -

!! Now I think encugh is enough, if the Board please.
| ;; .

: a
j 9There is really no reason for this. It is not proper redirect,g

it is not proper recross, it is not 'anything. And I think it'

12
' l.9

Ocughttostop..; 3.;
n

! t.j ;g ;j I think 25 minutes more of this, whatever it is he

i!

a y wants to do, ought.no be sufficient to complete whatever he jI

wants to complete.
; g
I l
'

[ Now if he wants to do discovery by way of response |;3

i: i
!! to interrogatory, relative document, relative information, he !-13
|| |

-

g will get it. But this is not prcper exanination of this
3

E

0. witness. I'

~3
.,

MR. CHERRY: I agree 100 percent with Mr. Wessel.
1

*
__ ,

-* ;; 1

'

I think the Board has got to recognise that it does not have,,

ma ,

to let Mr.' Renfrow run on if he is doing something that isn't
7

;;;jjproper. He can get this information some other way. He can
..

end 8 yevencallMr.Templeashisownwitness.
D.
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i.

I i !,

ARB/9 h MR. RENFRON: What am.I doing improper? '

arbl 0 |c
~ " CHAIRMAN COUFAL: What is your target, Mr. Renfrow,

i,,
~

,. for getting finished?
, ,

^
s MR. ROSSO: Our target,. sir, is to complete.-- ,.i

3
j CHAIRMAN COUFAL: Can you give us'a time? ;

-

0 *,

3 MR. RENFROW: If I go -- I want to talk about the
i i.

-|<
,

,

ii - '

'i alternatives. If the answer is he doesn't know about coal
i n.,

,*

gasification, I am going to leave it and go to something else.-

!
.

' ' 1 CHAIRMAN COUFAL: Can ycu tell us how much further-

f

3 -} you have got to go, Mr. Renfrow?>

C !

.] MR. RENFROW: I'have got the rest of the interro- |,
''

i

:! .

[ gatories'I would like to ask,him about, which are about !'12'

i. i,
'i M ;,' three pagas.. And then I have about two and a half pages to ji

.
i

N ask him on the others. '

I
"

.; i,

3 i CHAIRMAN COUFAL: Probably a couple of hours?
H.

i
<

1

72 g MR. RENFRON: Well -- ;

9
~7 ! MR. WESSEL: It is going to be so that it is going

|i
!! 4 to be overnight, if you please. I~think it ought to stop.

y CHAIRMAN COUFAL: Mr. Wessol, I don't have the,
o

.

.l
.j: slightest idea whether the question he -is going to ask are' 20

,,

it

21 i! improper proper or semowhere in between. And I know that. ,

il

22 | yois are upset that Mr. Orrefice is held over. I know that |
il

"3 |, you are upsot that Mr. Temple ~is held over. I don't know
.,

j

U what to do about that. We want for two days on the same

25 0 kind of thing, and I don't think that it is proper to cut |l.
, 2

e

f

_ _ _ _ _ _
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7-
-

''
. barb 2 the Licenses off in the middle of his examination.

., v
.

The Board has heard the redirect and
'' ' MR. WESSEL:

ii
!e

they have heard all of the examination up to this point..It
''

!!.-

I can well judgs what is pertinent and what has been asked be-"

i
- F

!. fore.
- ;'

-

i ~ p
j This is entirely new material. They have a burden.'

t
i

_ !i If they want scme information from us, they will get it and
, ,i.

! tl
3

; jj they knew it.
1,

u-

'j They do not need to get this witness to be respond-
Il
p,.

! 'd ing to what intorregatories -- I could go indefinitely. I
',;

j could go for the rest of m'y life on examination. 'And so couldM

6

12 anybcdy else. It ought to stop. There is a limit. If-
;
I

12 i the Board, please.
I

! CHAIRMAN COUFAL: I agree wit $h you. -M
;

s- !-
MR. CHERRY: Mr. Chairman, may I suggest that what"

- 1;; -

. ,# ever the resolution is, we just agree to stay this evening-

| -
U d until'we finish Mr. Orrefice so that -- and in that connec-

, o
o

N h tion, because I don't want anybody else from Dow and I don't
I'

le I know that anybody aise dcas -- at the first available mom--

!
- 23 ent we decide where we are going to go from here. I think

i

d
.2: lj maybe we could put the Staff people on.

1
E MR. RENFROW: Mr. Chairman, Mr. Temple signed the

,,

'l

I| interrogatories. I unders'ta'nd that Mr. Orrefice -- if any--'3

S body understands hcw the witnessos sit arcund, that's me.

" . !q Now I didn't hear any cbjectics to my witnesses
-

, , -'
!

- 1,
li *

!-
L' n . ma m ~ - _ _ _:n.w mc~ A
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!!
!

-
~t

; sitting there. ig Aarb3*
d But what I would do -- and I think this Board needs ;- -

i

sc:ue information on cost and schedules as to Dow's alterna- ,,.

!

tives.,

t
'

i
~

If Mr. Temple will represent -- cannot respond to-

.

| those areas as to cost and schedules, thdn I am perfectly,.
. .

1

j !! happy if he will bring somebody else up and he can send Mr.
-

:,

|
- -,

Temple home. He says ha can get the information --
|

i
,

|

MR. IESSEL: That's shoc! ting. -

.

MR. RENFROW: Esccusa no Mr. Wessel.-

..i
.

Right now -- we presented Mr. Temple as our wit- ,.. ,
''

u
I '

: ness. He is no longer our witness. And in view of the in-. . ,

; a i :,p : t
i g g formation that has been brcught out, we have gone forward - ' '

::

and the answers to the intorrogatories; wo do have some quas; ,
,," "

. -

!.

' '

tions. !,.

~

'

I uculd like to talk to somebody on cost of ~ '
g

%-
:

.. alternativas and schedules. If Mr. Temple can't answer then
'

i
I would'be happy to delete that and go with who ever"Mr. ;,

,

4

:
Uessel, or he can provide him and we 'can go that way. -,

| :.
.

d I don't care. j,_
.. .r

,

i MR. WESSEL: If the Board please, I will stop
*

,,
,

'

my objections right now. I will stop right'now because it.

,.

,
-

.

( has nou become, I think, abundantly clear that this is a,

'

deliberate stalling tactic.,.
,

~ Consumers Power'has the burden of proof before..

.-
,

\ |
.

ne* ^ w emsMm&* " ~ r _ . net- MM ' ~

~ Aw w Me ns- tKs *~e-M' ~ " ^ * ' -
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Trb4 this Board. They kncw how to get evidence and put it in.
,

1 They know oxactly how to prcceed. What they aru doing now
'

.

3 is deliberately stalling with this witness and the next one,
,

2
] for what ever purpose.

3 Now I will stop.

:-

MR. RENFROW: Mr. Chairman, that is not correct. |
'

!

; i certainly we have the burden of proof, and as Mr. Cherry I

!

i 6 f pointed out, his interrogatories can be put into the record. . .

! i
'

'
:; What I would lika to is before they are put in, i

: !..

|
'

tj and I waive my chance to find out what they are, I would just
l

. i

q - >

like to know what they are.'It is not going to be that long.;;

I ] MR. WESSEL: Ask your questions. -12

I i
CHAIRMAN COUFAL: I don't want you to stop making !! 13 e

11
r, g

| objections on the basis of improper er proper direct, Mr.| 1;

!

i :U. j Wessel, because I~need help there.
,

I i

uh- |MR. WESSEL: No; I will just ' stall the proceeding |l. 0 '

- y if I do. The Board will make its own mind up. I will object
*

;;

3h on privilege -- that's all. '

, :'
.

! CHAIRMAN COUFAL: Go ahead and ask W m as quicklyg.
j il .

en j!' as you can, Mr. Renfrow.
f 4

!-
,

| n
. .

.i y i BY MR. RENFROW:
! '

i' =q 4 Mr. Temple, as to the last question on coal gasi- >

t

; fication plants, it is my understanding that'Dow's
.

'

E Louisiana or Texas branch -- I am not sura I have that right --
.

~

22 i has done a lot of work with coal gasification; is that
P
f,

- |

i
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-

' |i l-s -

\rb5 correct? i
'

i J/ j [
c. A Most of the work done within Dow has been done - i

.. i
: ;

;' there, t

1 ,

ay G Can you tell me what stage they are in in their |
t [ '

.

'
,

development of coal gasification for their use? :9
3

1 i.s, .

A I think I told you they are considering a prototype |3p
; a

|7 ,! unit. '
''

-

fi 1

-; !.| @ But they haven't started construction of them? !

r:. :
i

' A Ho, sir; I' don't*believe they have.
~

,

i-

:n .% All right. Thank you'. '

'
e

. . ,| I would like for you to now 1cok at answer B to|
*

,.
,

I.

| .., il number 10.
; N * ~ il .

| i3 .)n A Okay. I am looking at B. ;
p .

-
.,

, .5 H (Pause.) }
!! ;

!!| 'S Okay?
i .3

e |

A Yes.
|: .3 p

1

3 ,, O The $300 million; I' assume that is for both~the
, ,

" -
,

! conventional ccal and the coal gasification system? !.. .

' n. }
.

.

1 A Yes, it is. But I would certainly say that the ! |
'

.s, p-
i, ,

| to
'

|; f numbar is much less accurate for the coal gasification system. j7
!, .i-

,, .

Ij
-,

ji G Now'will you give me the size and units of that, "y
d j

'

u . .

',; $300 million, what it is applicable to? !. . , , ,

: .

e . .

A It is the '2.4 million pounds per hour at 157

b megawatts, as far as I know. I
,,

-a
ffi

1 !! 4 Okay. !..:
-y i

.i ,

.I .

.

w- - , , . , - - - --
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rb6 1 (Pause.)

2 Now have you calculated what it would cost if you |,

1

: I made assumptions on what it would cost ~to put you in an al-
: i 1

4 f ternative which would be capable of generating 2.4 :cillion
,

! : ,

I
3 0. pounds of steam now?

'

'< s

3 'I*

. . ,

A No; not to my kncwledge. ,i o ..
r

,

i I ,

| . 7 :- O Probably based on your experience, the construction
j,

3| of it, would you expect it would be more than $300 millian? ''

I

) | A Yes, I would but we don't have any~ interest in a ,
'

l' :

to| 4 million pound facility that wo might construct. |,

i.

j g What is Dow's projecticus for its need for steam I: 3;
i

'

|
fo'' the next 10 years; is it the 2'.4 million? _r

| 12

!

fC: 13 L I can't tell you what -it is for the 10 - next

j!! 10 years. We 'have said for 1902 our best estimate in 2.4| 's:
3

! i

:s N million pounds.
it
M

; :s j g If you had to use or needed more steam, then
e

I il
i ;7 || you would have to add to those facilities; is that correct? y

| I! i
,a jj If you built the 2.4 million pound capable unit and if you ;

i 9 !

;g f need above that, you would have to add to those units?' Is !

!

I that correct?

|
'

jw

I

L Yes. I don't knmi cny other way we would do it. j3
, ., ,

| n[ 5g Now on your answers to C on your schedules, Mr.

| I; !

! 'i Temple. ;-

d

y A I am sorry; what page oro you on, Mr. Renfrow?

i -

j :- . C by -- right below B cn that same page? ,

!0:,

|| :! .

. a,,

1,
-

i
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1 Yb7 g , es.

O A Yes.

0
4 S I am interesting in whether or not .you factored

,) into that schedule your environmental permits.and certifica-4 !

1 !
I' '5 i tions that you would have to obtain prior to first of all

i' F .

building the facility on that schedule?-:

;, -.

j A. I think it says these are based'on approval cif7

!!

3 '! the Michigan Air Pollution Control Commission.
,

i
s.i ri

3 ', i G Well, that's not my question, though. i
!

!! |

20 I Have ycu locked at the other environmenthl permits, |

:,

" aside from ths Michigan Air hollution Control Commission that '
1:

12 .. you are going to obtain, that you factored into that sche-

.

? ;' dule?
;.,

i

M H A I have no firsthand knowledge of whether the
|!<

|| people who made these studies did or didn't. I suspect that:3

10 .. they did, but I can't really' testify to that.
:'
.

h CHAIRMAN COUFAL: Mr. Renfrow, this is going to'17
'

!!
'

]G !' be gibberish in the record. Are you g.oing to offer those |'!
. .

is h interrogatories? 'Or what 'are you going to do? ;-
,

d .

20 {j
' MR.'RENFROW: Certain, Mr. Chairman, I am going

a

d to put them in, as we talked about yesterdcy. Mr. Cherry j'
21 ,

'

:

22 it offered them yestercIay and then withdrew them. . | 1

i)'

7.3 il MR. CHERRY: I never offered anything yesterday. j
'

o 4 :.

04 j ,MR. RENFROW: Excuse me. He identified them. j !

! . ! i

MR. CHERRY: I .ncver identified them. |T.3 3 , , -
*

,

u a
-

1 |

| h i I

: l
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.

. . .

I

Ib8 : CHAIRMAN COUFAL: Proceed.

3 i' 'BY MR. PENFROW:
'

d

G Can you tell me who made up that schedule, Mr.3

'

Temple?*'

A I beliove -- I bate to bring up the word again~
I y:.
3 but I believe that we had some input from' Black and Veatch

!. ;

7 with regard to their estimates. Our own operations peopic

would be in charge of 'such a project'and I think the timing| 3

:I :

| was partially based on the judgments of Black and Veatch and3
.

i
l

A . ' - cur own people.
i

!

I
! G

- Who at Dow in the Michigan Division would be in
,.-

...I

-

.

~2i charge of doing that?
-- - -

.

.
.

:3 , L- 'Mr. Gask is the manager who reports to the general:
,

,
.

-

| ;4 , manager who has among other things the operation of.the power
- i .

75 f| - - - |

houses. ,

!
~'' .

Ei G I want to get clear:
,

27 f When you judge an alternative that'is.available +

1

to you, 'I believe you stated you ' don't look at the capitifal i:a ,

r

13 {d
costr ycu look at the fusi cost spread out over tha years{,

j
,

j 2c p- it is going to run, when you compara one' alternative to the j
!.; i

-
'

;. 21 ; other. .
-

,. .

1 i. .

22 L' We try'to look at the reasonable life of the pro-
|
,

t
22 < ject. |

'

24 0 'Do you have tha $300 million figure, Interrogatory

~

3- 10, for capital cost?
i t
:: *

.

' ..
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|'l -
i

b 9 1 A Yes. ,

| G And can you tell me if for that particular capital
*

.:
|

: !- cost figure -- and let's limit it to the' conventional coal-

; facilities -- you have looked at the' operating and mainte-
!;

: 3 nanca expence that it would cost to run that facility?' i

d d i-

0 A The new facility? |
e

! h,
,i

, .

; 7 g g Yes.
'

'?

! t [ 'A Yes. |-

: ,

, ,

O Do you have a copy of Midland Intervenor's Number0 ,

!!,

l 267; 10

: !
~

l
: A Yes. ~

,

i

i !
I

! 12 4 Does Case C -- is that the same as the one referred

( 13 to in the interrogatory?
.

,

j '
.

.e ! A Yes, I believe it is.
\.

:s 0 Okay.
a

4e q I believe you stated that these costs were only
t,

first year costs - 7 am sorry; attachment 1 is only first-

p

!!
3e y year costs -- is that correct?

; !!
. v

L:. ; 39 A Yes;.that's right. I had an earlier copy and that
1

| is what that said. I notice it'is not on~here, but I believe:o
!

g. that is correct. The numbers are the same as were identified

22 || on the original.
T ;! - i

?( g; '! So I would say yes; that that is first year' cost.
. ,

n G A, figuro'-- a figure under A; you testify

'

ef: j that those costs come from, for Case A, from Consumers?9
-

i
!i i
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it
t

?
'

4

Iblo ] A. Yes, sir.

G Are ycu 1 coking at the 2.4 million pounds per hcur ;
-

,

I
steam from Midland, or are you just using the Midland numbers [

'

,

,

- for a different nuclear plant? j

J A. No; these are the numbers frca Consumers for tha- f
|-

;| Midland nuclear plant, the current applicant and so forth j'

i I

!
d and using the formula, what ever it is, to determine what7

i
*

i n
3 ! the stcan costs' are. I think Consumers had estimated at j

4
t n i

31 mills that year. So it is all data that came frcm !
i

I,

1, Consumers. !|

l;

:: It may~have been u'pdated if it not current. But

) if it was updated, I am sure Mr. Burroughs talked with the -:I

() \\ t-

{'('s 13 y check with the appropriate people at Consumers.
,:

it .

10 y G We go down to the 15 percent ROI. Those are |,

i if i
?

i '. ;| Dow alternatives, so you added in the 15 percent, ROI; is !

. *

;
;

i
'

| |
'

| )| 7 that correct?
,

;
|

$ A On the total capital invested in the line above, |
''

,

!i
j 7 : on the Dow capital invested. |

.l-

i,
a :'
j :a || On Consumers, if you are getting into Case A and,

a L

j 20j you are looking at the 35, there is $35 million that Dow |

i 1 1
: ;1 would jlave to invest. And I think it is mostly in steam j

'

1
,

'

:O li lines'to get the steam from where Consumers leaves off and !,

l 4

[ . we suart in and to get the condensate 'cack'to the nuclear 4

1 o ;. . . . ;

,|4.4 plant. Dow has a $35 million invettment to make in order to
,

-

,:I be able to take the steam from Consumers Power ccmpany. And i

,

'

5
i

. ,; j

1
- -

t
0
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| prbli j we expect to earn a return on that investment, too in order !

'
:
-

to nake all the casas equal. If we invest a dollar in that, ,

i :| !
'

'
g it ought to. return us the same profit that a dollar in our !

o
!

.

.! own facility returns.
"

!'.

i !,
;

_ i
i

f (Pause.) |
.i! ,!

-
i .
'

y G When you look at the numbers -- let's say you takei '

; a
'

7 the 15 parcent numbar of the 535, would you just explain to j,
.

-

!:
.

>'

me how you get the bottom line 15 percent ROI (m dollars per i,

;
'

year , 143, 155) starting -- because I am confused. If you !
-

,

I^ only take 15 percent of the 35 number, how do you get down
.J t.

[ to 143. I am confused about how you do that.I i:
,,

1 M A There is a certain cost of steam and electricity:

! _)
'i !? ij out of all of these unitss 'That is so many. millions ~of

~ ~ ~ '

-

'i
M i! dollars. And-in-the ~ Case A there, it is the cost of steam

d
a

N [ and electricty from Consumers. |
i-

,

i
I'l h We took that cost in millions of dollars per year i

; !

y' and then took 15 percent of the $35 million we invested to;
;,

... ;,

get the steam and added that to the cost of buying the steam' a
; .

';

! :d
] from Consumers Power Campany.

I
a

20 4 And if the arithmetic is right, that is $103 i,

-) t.I ;r i
2: 'i million a year for the first year of ~ operation. j

.

J:' . .

-

t!? g Okay.
i

!
!O 1 (Pause.) ;

(~~~) h'
Z> g The Case C, this was based on, as I gather from :s,,<

__

4'
O your discussionc with Mr. Cherry, the Black and Veatch !

h.

.'3
.
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i

l.
I

'

i

( rb12 j! data; is that right?

4
'

,

2 MR. CHERRY: Asked and answered. Objection.

3 CHAIRMAN COUFAL: Overruled.
P

i !. THE MITNESS: Yes.
h !'

i i

| 5 || BY MR. RENFROU: i
j ;

,

| i .: G And can you tell me which Black and Veatch data
i 'i
I i.

that is? |
i

i
;;

7

! i! I
'

] A. It is the one that Mr. Nute described.3

; i G Okay; thank you.
i:,
i, ,

j ' :' ] If you were to take, for Case A, and wanted to j
6 !I ..i

j S; ij increase your steam needs un' der the contracts that you now
I ;

I :2 ! have, Mr. Temple,you would increase the total cost -- and let
: |' ,-

4

)
12 ,| us' take the plus 15 percent number -- is that correct?

|l
. .

;
.s

; -

f! ' A. That's right. -|
'

{ 14

|i |
r

i

u6 4 Mow if you wanted to add to Case C above tha
4

. i
; :1 . |' 13 ; 2.4 pounds'-- million pounds, you have -- would have to put -

|';

,
il more capital into build something else, as I take your !

--

' * '

:i ?

" .

;; i answer to me before? !
|t I

ah A. I believe that is correct.i ,

! li

nj 4 Unless you'would increase the 142 number?i

mj A. That is correct. |.<

'

!! I

r !! O Would you expect it to be more economical if you
86 i

l increased the -- to take it out of the nuclear plant which has!:::
J te

aj the capability of the 4,050,000, or te add new units to your i,

._ L a
-

'.
--

4 s,
,

2I N alternative? |,4 -

'

I..

a. __

_
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I

'

i

:

rb13 ! A Assuming that you built the plant for $1.6

2 1 billion and that the costs are unchanged frca what they are jj
i

1 here I think it is quita possible that taking -- that if wo
.

1 i

{
! needed 3 million or 3.5 or 4 million prmnds per hour of |;

. i i
} }; i
; .] steam, that that steam would be available to Dow from -- for

{i: -

d less money than we could build additional capacity onto that ''

1

] unit. |7

3 i-
.

a ;: de have not, to my knowledge, calculated that I.

!.! '
'

;a! case, but that is the way I suspect it would come out.
,

+

1
I

--

! M i; May I add one other thing: ? '

.

G Sure.'I: "
I
i

ju, A' That's assuming that we don't have flat or in- *
'

ig - '1
'

'

.

p verted rates for electric power which we also purchased'offN 13
i j - i

l;

14 ,!' the grid and it is also assusing that the Public Service j j
! t i,

'

'
'; 1 Commission doesn't change-the formula for pricing the steam j

i !,

| n ;; for samething above the cost of service basis. |
::

rj G And assuming that your alternative doesn't go up. l
'

,

i,

uj A That's fair; I agree.
~

,

tl F;a j ~4 'Now'When ever you answer any of those questions, ft
.

1
1 n. i

*

i 20 il what you really have~to look at is that particular point in i
a
i:

.u || time; is.that right?' i.
,

it I

h A I think that is a fair statement. I22
i' i

23 i{ G All factors?
i

U iI !! A All factors; yes, sir. t2.5
,

il |
2 L. (Pause.) |

'
3

.

L. .
-

\

|I
J
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'l
) !
'

I

\rbl4 MR. RENFROW: Mr. Chairman, would you give me !

d
'

,

|,

4
0
- five minutes. On.the basis of his answers, I can delete a

,

'

i
llot of these questions. I think I can get through with him | ,

'
,

close to the time that Mr. Wessel as.' cad about.''

, ;

4 CEAIRMAN COUFAL : All right. ;. ,

[ MR. CliERRY: Do we have a recess for five minutes?
*

,

i.
'

. ,

- CHAIRMAN COUFAL: Five minutes to give counsel |
.,

some time.
"

-

a
" (Recess.) :

; i.

'

i.
.

': 1
End 99 !! . . i

bit fols.:: !! !

{
. ..
q !!
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1 3 ||
{ . 11

'

~p! ~ ..
,,

- u
l '
'

L.; p!.
t

'

s

! P
-

v7 I| 4
- f. |
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'
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.

.
.

30

') ,'bh
' ?

! a;
.
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.

i

RPE/ ! CHAIRMAN COUFAL: Are you ready, Mr. Renfrow?

.h MR. RENFROW: _ I'd like to mark these two pagesBegin 10 ? '

d

[ as Exhibit 27. We can do that while he's gone. It's
;

l'
4 'i the ones that Mr. Nute provided me pu::suant to their state-

5 n; ment.
, ,

"
.

I: DR. LEEDS: We have a 27 already.

; Il MR RENFROW: I'm sorry. I'll re"k that as 28. |
-

a
!

13 I'll have to show it to the other parties and provide you
.

; ' with a copy. '

;

:: t' (The document referred to was ,
,

|i;; j,' . marked Licensce's t:'eh4 hit No.,

!

j! ~

! 28 for identification.)12O V

[

(.. 13N CHAIRMAN (|ODI'%: Go ahead, Mr. Renfrou. '
t I;1

24 y BY !% RENFROW:,

s
i nil Q. The exhibit marked No. 28, which you have a copy

jl i

' , |} of, at the. bottom of that page the statement as to OHICO,
F,:
.

;; ;j $2.41 MM per Btu, it states levellized values starting with -

il
!

;g '$1.'62 in 1982, escalat.ed at 6 percent per year and' assumingi,

i
|
I

f. 3 r, , a discount rate of 11.5 percent.
I >: !

~

I Do.you see where I'm speaking from?
|

20 ,

!
! !
I 2; i A Yes.
I
t .' ,

! 27, ;- G Now, you have testified earlier about the esca-
i.

a 'l{ lation rates used "cy Dow in their coal prices..
',

I

} .

(n ] '

v/ y, :i A Yes, I did.,

.

.-m ,

1 a *
-

< 25 :t 0 I'm really looking for information, so I'm going-

!!
a

.

. i.
48

1
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[^t 2 ,

to ask you a question really' generally. ?1

' C !!
You stated that it was three different numbers2: .

4

|; over a period of years.. I cannot relate these three numbers
t i

f. to the value that you've got stated !' your table, which !
.; i
61

3 g you utilized in reaching your costs. !

4- .

Can you explain to me the footriote to that table?3 .

i

fj A Yes , I can. '

.

.

.i
3 i 4 Fine. That's all I would like done.

,
,

s
. t

. i s

j y A. The $1.62 in 1982 is what you get if you take our |
.i I

'

current purchase price of coal and escalate it by 8 percent !.. . - .
..

b =

| 3 31 per year over this 5-year period, which is what I said was
it
.I

3 j the escalation factor that the DOWCo people feel is approp-,

riate between the 1976 coal price and 1982.
'

g

.

g 7 From 1982 it shows an escalation of 6 percent
'

!

y- ? -per year, which is the sane escalation factor that'I gave
r

,

i 1 5 '

3 yesterday in testimony. '

:: ,3
'

'

i
.

., g j G Okay. So we could find the starting-pri'ce for ;
; i !

| coal by working back from those numbers? !
'

-g ;

i

f A Yes, you can figure that out. ..-

|. . .) .

E G Just so it's clear on the record, were these the3.,
: F,

;

costs that were used-the capital costs that were listed on ;
'y

|.

| here, power costs steam costs- in the Michigan Division j I'
<

2,
! i )

3 review and the Dow corporate review? |
t

1 I
|
|

-- ,; A Yes, they are.
|3

n
| \s

]{
*

G Thank you.25

- t]
i
i

, i
{'.q :
.

,
- -
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bit 3 MR. RENFROW: I will provide copies of this as
'

% ;

-, , ' soon as I can.
.,

,i

BY MR. RENFROW: 1
'-

# .i i

/ ,i
:

-, :| G Fa . Temple, we provided you with a copy of the,

!!~

.,. transcript for the day Wednesday', December 1st.
l

.

::.

:! A. Yes, sir. *
.,
o ,

0, would you look it page 460 of that transcript?, 7
,

!I'm particularly interested in lines 4, S and 6, but you i
'

3
I il
1 . i; need to go back and look at the pre'71ous page to put it in'

ti |
:1 i'i perspective.. . ,

,,i
., .

) !! (Witness reading.)-,,
y .2 a

i

A. I've read it.12
j

D. Now, you state in your answer there at li'ne 5 that,

3 .,,
( o

"
.a !!. no one in the Dow U.S.A. has disagreed for the reasons set.

.

I! forth in you- position vis-a-vis the Consumers-Dow relation-15 -

9
1

| , ,_ ' t ship.
. .;

f

_ Has anybody on the Dow U.S.A. Operating Board
,

,
,

,
a*

; I

that made the Dcw decision stated that they agreed with your,3
.

.i
i decision?

is .,

I'm not sure you asked the question jou meant.A

{|, 21
0 I'll restate it for you.

'

,
,

L A Would you, please?a i

Q. Would you state that no one on the Dow U.S.A.

has disagreed with the reasons -- these were the reasons I,
< v -

'-'

asked you to go back and 1cok at in the transcript - I'm ,g '

h

k 0
.

J |
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i

!

I ylt 5 i p asking you now, has anybody on the Dow U.S.A. Operating
h |-

g{ Board, to which I believe you're referring here, hds agreed
0

i -with those reasons?~,

;

I h
4 A And the reasons aro the bases for the Division: T

. y

[ conclusion that the project would be disadvantageous?3

.

3 '
O. That's correct., ,

'
; ti

I
'

L x. ., any of these people come out and specifically
:

said yes, they do agree with each of the s'ignificant reasons?,

!
' ' No, I can't say that they have done that..n

l.
'

G They did disagree, though, with your ultimateg
1

I decision, is that right? Th's ultimate. decision was it was,,1

no longer good for the project, and they said that the Dow
,

12
,

g corporate position is there has not been -- that circumsnances

g ! have not changed sufficient.y to modify their positi,on, is
I.
i that correct?15 '

*

MR. CHERRY: Just a moment. There's a duplicative 1
g

l

question, Mr. Chainian.
|l e

,

l

MR. RENFROW: Mr. Chairman, I'll withdraw it and,

go back. 1-

j la.

,

:CHAIRMAN COUFAL: He withdrew the question, Mr.i

; 40 1

l |
| 3 Cherry.
; 21

BY MR. RENFROW:
}

!j % The Michigan Division position as you stated it
I) was that it would not he advantagecus for Dow to go forward,

|
g

J"

is that correct? t

| |
g

!
i :

[d, i |

1.
i

. I
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bit 6 ; A
~

Os
It would be disadvantageous to the Midland plant.

1
: F G And the Dow corporate position was that circum-

stances had not changed.sufficiently for them to change:-

htheircommitmenttothenuclearplant,4 is that correct?

3 h'l A. To alter their support for the nuclear project,!

. ! ' *

g. i yes.. -

7, G Now, I'd like for you to go to page 432. At the
.

.
;

!
.

- I
g.; bottcm of that page and the top of page 433, you have talked3

3.[ about a meeting on September 21st, 1976.

I A. On page 432?
'

g,

i i

j !
;j G Yes,-right at the bottom o~f the page. Your

,

12 - answer starts on line 23 and goes~over to 433..

( 13 (Witness reading.)
:)

| [ A How far do you want me to go, Mr. Renfrow?9
t

1
'

!| Just through that answer on that meeting. I) G,-

I |
1 I

, g want to bring that back to you.
1

!

j 17} A. Okay.
I*

p
'

q G Now, my question to you, after you've looked at
i

that, is you wera not at that meeting, is that corre,ct?g. I,

'A That is correct, the meeting of the 21'st.p,

) G I'd like you to turn to page 435, the continuation i
at

gj of an answer that' starts on page 434, line 22.
} (

!- (Witness reading.),;3
.

i

g A Through line 9?.o
~~

g3$ G Yes, sir. I want to talk to you about the
t'

i
!
'
u

,

!

J_ _ _ _ _ _ _ . _ _ _ _ _ _ _ _ _ _ _ ' _ _ _
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,

t7 1 ! bankruptcy statement.

{d
2, Mr. Aymond - did Mr. Aymond say that this would

h
'I

: L bankrupt Consumers? Did he use the word " bankrupt"?
ii 6

g MR. CHERRY: Excuse me. What page are you' on?P
4

|'
5 MR. RENFROW: 432 -- I'm sorry, 434, 435, line 9

"

.

on 435.
*

3;

h
* 7 MR. CHERRY: Thank you.

f THE WITNESS: It's my recollection in talkinge

about the extent to which damaIgb could conceidably~go ine

i I
to the event that the license was pulled and the job was stopped,'

3
Mr. Aymond went i.urougn a nuniber of costs that this. would-

|
~

12 causa consumers to incur and went on and talked ,about their

33 ability to finance that could be affected and a number of

a other things.
;

i

j g I believe -- it's my recollection that I believe
- i

: he either said or implied that that could and up in beingg

' | such a. financially disastrous situation for Consumers that '

37,

I
i - it could lead to bankruptcy.g
s

MR. RENFROW: I'm going to ask that the Reporterg,

I
! Isark these as Licensee's Exhibit 29. -yn
i ~

\

f (The document referred to was jj21

1 I
marked Licensee's Exhibit No. 29q3 |,

1

! 23 i for identification.) i
'

I i
*

24 BY MR. RENFROW: .

I.

23| Q. Can you identify this document, Mr. Temple? |
\ l
u u,

i !
.

;a

_
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I

8 (Document handed to the witness.)
*

,. : i A These look like my handwritten nores.
,. .

.'
: ! G Would you review them and tell me whether they are |!

'

!'

. i or not? I
r s

|,. !
,

A Yes, that's my writing. It refers to that meeting.;
i

: .
,

3 |i G Taken at that meeting? ).O
i

- 7b A Yes. !
t

'

., ,

i G Will you review that document and see if it !3
L

'
t
,

|
'

refreshes your recollection as to whether or not Mr. Aymond !
;

.

t
i ;; j said that revocation or suspension of a license would bankrupt .

!! I
| h Consumers?

~

;; j
d

|!
sg.: (Witness reading.) |

|-p i

i. 13
- A I don't see that particular word in my notes, but

i
F

a! I'd have to say that from the Dow side I was the main person;
,

:3 ( speaking. I don't think I would represent these notes as {
~ !,> .

being complete, but I didn't find the word " bankruptcy" in :!; '

:t-

,

I

i - | here in the time that I've looked through these. !
1 - -

i
! ,

;
j g f ,G On the front page of that, that being your ,

. -
n ,

j
,

52; notes - I'm sorry - under No.1 is a reference to Aymond. !..

l i i
1 23 j; Would you tell me what that says?

4

21 A. It says Mr. Aymond made a long speech chelt tell-
,

., .
,

! U ing the truth and that that's what the Dow witness sho.'Id,-
! -0
1 i!

y, do.
^

j u G There's another line right below that.

n| A "Tell conclusions as they really are." !|
1

, - .

h
.'.

*
B



-

| !.I-!

}
2662.

! i
f

i,

'q"s 9 1 I can't recollect right at this time what that ;

( ) i !% ' . O'; means. I was not the one who was going to write up the i
'

' ~

!,
.

>

: minutes or the notes of that meeting. I haven't looked at .'
'

,

i : I

[ d these since the meeting took place. !a

,

; O Do ycu reme:nber him saying that?,

d

; ,j A To tell the truth? Yes, I certainly do. i
b |

G I'd like for you to go to page 2290 of the other |} -
-

I

~ transcript that we provided you, that your attorneys provided

i ,,

_ for you. ;
r

i y
| C ij MR. CHERRY: What page, Mr. Renfrow? '
i n

,:

;i !! MR. RENFROW: 2280.~ j,

l -; i
9 i,

u[ THE WITNESS: Where do you want me to be, Mr. I,

- :3 'Renfrow?(
i

u' BY MR. RENFRCW:
!

'

i: ;3 G I'd like for you to look at 2280. There's a dis-

l! !

; } cussion there. I don't want to confuse you. And then 2281.

| 7 A Do you want me to read those two pages?

'

G Right, especially lines 14 through 13 on'2281.-

.. i

.i i

{j (Witness reading.)3 ...
,

ii

uc, j A I've' read through line 18.
a

D

;I G Okay. |.. :
E

. ] Prior to the time that testimony was filed, do. ;-

.

] you reme:nber a meeting on November 1,1976, with Mr. RossoJ .,

:: and Mr. Wessel, Mr. Nute and you, concerning the testimony ,

!
23 ' that was to be filed in this proceeding? .

i
I
t

, .
*

$
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.

W 0 v A I don't recall a specific date. I remember I( 0l

; ( met Mr. Posso for the first time under circumstances, as I .
.

it i

: j recall, teere you were going to ecme in and begin to process '
r

f" or prepare the witness. That's my recollection.

1. '; Okay, there was an introductory -- I'll call it !

.! -
.

'

i
; k that -- when you were up to see the lawyers, and I think on (

;!

i - ;! your way out you stopped in the office. |
*

-

| 6
,*

G I think .vou testified tliat the first meeting that
?

[ took place, the meeting I'm trying to refresh your recollection:3

!
'

, , ' of, is the me<hing which took place on November 1, prior to
'

t.

j| filing your *astimony Gn November 5, with Mr. Rosso and Mr..:
I d

! Wessel, in taich the' testimony which has been redrafted was; i
|.$t

( :3 j given to you for your approval.
|

! ,f;.: A Which was done already in the form of the questions |
i -
- u

! ;,7 y and answers? !
1 6

J t

je ,; G Yes, sir.
t

~

;,- j A I guess I remember a meeting that took place, !
'

,

i i.

,, j and this was not to prepara the witness. Yes, I think there,

,,

1 !f |
:,. i,l was such a meeting. ;. . -

.

; t

g, j G Okay.
f

j !! i
j g || Would you turn to 2301 of the transcript?

|
t.

.

, [. (Witness reading.) |
I

1~
,.nj Are you there? |
'

b h fga A Yes.
DJ n .

l- t j
c;.: .; 0 Okay. Let's start at the top. -

{ ff i

a e ,

l. _ .,- _ _ _ __ - _ .
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1

| -

| A t 11 ! .j Has anybody on the Dow Corporate Review Board
) ) |'ftoldyouspecificallythattheydon'thaveconfidencein| 2

,

h !
;; the 1981-82 schedule? l-

l |i
I 9 A I'm sorry. Page 23017 |,

!
!,

I 1

;n G 2301, line 2.
-

.,

j[ A I believe that there have been -- let me back up.,

i ;.
l .

! After the negotiating session that took place on January 12-

1 -

i
and my call to Mr. Youngdahl, I updated Mr. Rooke and Mr. !. .

e iL,

, 0 Orrefice and we talked about what took piace at those meet- |
'! ;.

n" ings. !

,-
. ,I!

;; : I would say from that disc ssion neither one of -

'

;; those people really believed that 1981 utd 1982 are ' dates
-

O j!
a-:2

{
(V = ' that are realistic for us to rely upon.

'

;,; 4 Did they volunteer that?
j,

.c A No, that's mi :,7dgment from recollection of the
'

4.- e conversation that took place.
,

t
,) ?

-

. ..

Did they say that to . u, though? That's my |7 G,

;' I

li question. !3,

1
1i

a -
,

i, |
'

A If I asked them, "Do you have confidence in thatg
l -
1

i g, date," I think they would say no, they do not.

I G But that's your opinion. They never said that.;;
ti ,

,

I: 1

2 li to you. That's my question, Mr. Temple. That's all. j
!!

'

a

0.c
.t

I can't recall asking them directly, "Do you iA

;3 agree with me with regard to the startup dates?",

, y G D1e e.y vo1_t _ st? I e_.t _ . h_ they

i k
i

| h ,
-,

.

4
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|
4

i

\ 1 i said it. I just want a know if they said it.('g12
j () 1

2 .'j A I can't recall their directly saying they don't
r

,;

I believe that they're realistic.' f2g
!,

O How about the next one, the $1.67 billion. Do !- w
!, ;

!
'

; you remember the Dow corporate Board telling you that they
i

1
p don't have confidence the plant would cost' no more than $1.67

3
s

t 7 i billion?-

'
i

A I think the questien says do I have confidence| ] j
.j4

J :. that the plant would cost no more than $1.67 billion. ,

i,

! , !. 3

!' O. That's right. And I'm asking you whether or not |.,

d. ?

n !! anybody at Dow corporate Board has told you that they don't !
i

. a.,
.

u3 have confidence in that. .f' 'i

" - If I'.vc confused you, just read down a couple'(
,

I . ,

; . I :! more lines.
i !!

- .

|r o
;3 .i (Witness reading.)

,

, a
i .: '

:3 '! - A I believe Mr. Orrefica has told me that he
.

>,-

1
- doesn't believe that $1.67 billion is a reasonable number. >-

:'
. ,!. .
.

3

u] 4 Fine. He said that to you, though?
Ij"

.

:1 A I think he said that to me. i
%

'~ 9 i
.

'

~

] Q. I'd like you to look at page 2322 now. |! 2
|

1
i Which part, Mr. Renfrow? |3 ,j

.

:.,

I ii
,a# G- Starting with lins 5 down to line 17. i

:i :

r, (Witness reading.) i|

H

24 MR. CHERR'?: I'm sorry. What page aro you on?
.

.
4-

3{ MR. RENFRON: 2322, Mr. Cherry. ; I
I

3 9

j.;

- - |'

\

S |
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i
,

A bitl3 1 d THE WITNESS: I've read it.IV> f
r

2 BY MR. RENFROW::;
,,

!

E)
' G Would that be the Dow corporate position, or

:

:
.

.

1

i .! is that your position? | |1
;i i

3 || A That is my position.e

0 .
f.

s[ G I'd like you to go to page 2384 of that transcript,
t'

7 please, lines 11 through 15, where you talk about the
,
s

; .; electric contract. !
I!
%s

5 i: (Witness reading.)
! y

4"
1 !O A Yes.
, ,

b.

[ G Is that electric contract an auxiliary and standby; ;!
l'

::
i 12 / contract?
|
j( V 13 j; A I think so.

,i

1
is !! 4 And, as I understand it, that contract requires,

!
13 !! you to take electricity off the grid, is that correct?'

i ;i

,

', : ', A Yes."

,
':
3 6

. ;7 j: G You're not taking electricity directly from .'
| n !

'

a ,' Midland? i,

| : '
i: i,

;; || A From the nuclear plant, do you mean?,

..
a

|ne d G Yes.
|! !

-

a ;q #A That's correct..
I

a

j G I'm sorry, Mr. Temple, could you repeat that so::.;
i, ,

'
,

c:: | we can have it correct? f

ta A We are taking electricity off of the grid out

43 of Consumers' system. That's what the contract calls for. |
:! l
.i

!! .,

S_ _ _ _
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. . |

i

1 [ G Let's go to the steam contract while we're there.
('St 14) 1 -

'. I' On tlie steam contract and the rates which Dow
d .

J I.will pay, is it your understanding that within the 20-year |
J D '

u
i

4i period of the contract that Consumers will cover their costs,
i

ip their capital costs for construction of the portion of the
II

i !' Midland Unit 1 which is allocable to steam delivery to Dow3
s,

7 'j within that 20-year period?.

:!,

3i .: A. I'm not familiar with the ciatails of the formulai
!
"

3 for pricing steam in the contract.
;
'-

. ,
.

. .

We have people who are, and it's my understandingto ;

[| that there is a profit in the steam price that Dow will be

'

q .;

i i i
'

! charged by consumers Power, if that was the question.12

;g 4 I'm sorry. I really wasn't going to ask you-

g to go into it. All I want to know is whether it's your4

; I

l 3.- | understanding that capital costs for Unit 1 that are
). 's
|

d associated with steam delivery to Dow will be recovered by
|

;
'

j t

; Consumers within the 20-year term of that contract., , -
t j '

.

~

c A. I think the answer to that is no.y
,

Ii

!
33 MR. RENFROW: We don't have any further questions, i

: .
-

..s - Mr. Cha'4 M n.
;

!

33 i~ MR. WESSEL: No questions, if the Board please.
d I

i
22 ' - CHAIRMAN COUFAL: Dr. Leeds has two questions. j

-

i

23 (c EXAMINATION BY THE BOARD

y BY DR. LEEDS:

23 , 4 Mr. Temple,.I want to ask.you a couple of
,

3 f

f
> >

,

j ji ..

|t. _ 1
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15'1

1 |
questions. I don't want to try to trap you on these things,

9

: |: so I'll just sort of tell you where I want to go.
|4

;

e l
1

iA Okay.3 .

'

t

-; G I want you to assume arguendo that you have a,

l'

y

; valid contract.
'

h
4 5. Assume that I have a valid contract?

'
1

"

I ''
e. ,

;

,' 7 ji O Yes. I don't want the validity of the contract
'

,

d,

.;
'

j; to be in dispute with these questions or for that to condition ! l3

ii
'

^

3 p your answers. ;,

Il I

m( I'm going to ask you about Dov's genuine need for i

. :

steam and electricity, just in g'eneral, and then from a,,

i Il
.' l .,. t nuclear plant, and then from Dow-Consumers Power Midland

,

; Nuclear Plant.,( .,

- ' ,

O.

il .I

tj - |1 So I'm going to ask you to start off. If you
- i '
i -

.

, .

!
~

need to separate steam and electricity from those two, I'llg,

i
i D

|ask you six questions. Otherwise I'll ask you three. :
g .,

*
,

j [n A Let's try it with three,g. i
i - s i

i

h (Laughter.).
3,3

1-

a
.

End 10 G Okay, fine.; .,
, ..
! Il

D. '

!!

I2:

=1
H
a

d.

Oi -
.

u v; f

,

.

,

- 26 i$ 1

it :

N f
-

1;
..

,

i

..
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\ .

|

! l ; DR. LEEDS: Does Dow have a genuine need for
TZER I*

<

I
,

'r.[steamandelectricityinthecurrentperiod,after19827
*

\ e
r 3 l' THE WITNESS: Yes.

11

/. DR. LEEDS: Does Dow have a genuine need for

3, steam and electricity from ,a nuclear plant after - in the
~

time period after 19827g
9

7 }j
THE WITNESS: Well, Dow has a genuine need for

,

'

j.

j; steam. I don't think it has to come from a nuclear plant.g

:|
..

,
. !! You know, a molecule of steam and a kilowatt of

u
a

g d electricity, when they work in a chemical process, don't really'
: il

know where they came from. -

; g
I

'

37.I am not necessarily trying to duck the question,! . 12 s

but wa have a need for steam and electricity.j( 13

! DR. LEEDS: Okayr', , , y -
,

q -

, Then the third question is, do you have a genuine.
.|~

,

p
,

. need for steam and electricity from the Midland plant,g
1

i' Consumers Power Midland plant, after 1982?jp.

q-

THE WITNESS: With no alternative to that?y
_! ~ h.

DR. LEEDS: Well, what I am trying to get at isg g
g - -

j k|whetherthereisagenuineneedforthepowereitherinthe
y- i..,

o ,

y form of steam or electricity for Dow from this plant, or
I

,,
s. .

7
,,

'I! for Dow, period,,after 198272 |;| 5

||I THE WITNESS: There is a ' genuine need for' steam, , , ,

ua :: ;

{- (] i,and power by.Dow Chemical in Midland after 1982. |g
p 'V i |
f :| I think - if I can assume we did not have a nuclear iy

!i !
] !! I

"

!

h1
!) |

k |
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!,, ,

:| I,

'i
P

4

(^\ mm2 i ; plant contract, then there would '.la ways for Dow to go ahead .'

h
.

\p i,

,

-

and generate the electric power and produce the steam ourceives.t ,

|
, ,

'
. i
'

; We do have a contract with Consumers Power which | |
*

\

we said we are treating as in effect, and we are taking steps i,

j -

to upgrade our current facilities so we can operate in,

I
. ,

e

3 compliance with the Michigan Air Pollution Control i
: t
"

; ; regulations beyond - up to 1932 when the nuclear plact is .!
|

i '

, ,
coming on stream. !

' ,

If they are, it is our intention, all other
'

,

i ,

- circumstances being the same -- to buy ndclsar steam from the
>

.
.t Consumers' plant,.' s

: !
'

'.
. e

r
3 u || DR. LEZDS: Okay. '

!!

'f. Is it correct to say you do not have a genuineq g
4

3

I s

4 ,; need for the steam and power from the Ccnsumarc Power
i p

;; i nuclear. plant, you just-have a genuine need for steam and power?
'

i
f

- DR. I2:2DS : Thank you, sir.

MR. WESSEL$ Dr. Leeds, I think comething cught to7
. ,

.

E'
$

; be added, and perhaps you know it.,

> :: -
't'.

; .. 3 I don't Inow if Mr. Temple will adopt it or not.
'

c - ~ ~

l ,! '
.

?i .; It doesn't make any differenca where steam or,g

.;
ielectricity ccme from, clearly. As far as electricity, it-

i,

m q :,

k.. can come from Canada or the 17est Coast or wherever else you.,
..

E

1 _.

can get it...
,

Steam, howe'rer, as I think nac established in the
,

| last 'h sring, has got to be close by. There is a tremendousg .,

.. . ,
t
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,

\

(p [powerlossifyoutransfersteamovergreatdistances.mm3 ;
,

s ,

1 And therefore, wherever the plant is, it must be located [
'l i
:

; ,i reasonably close to the Midland plant of the Dow Chemical .

ii -

l
.; d' Company. |

:
:

I
i

}
* .i

- Is that correct as a sta'Ement? i
1

i
} - :1 i
i U THE WITNESS: Well, if we build'om own facilities, i.

j 1 .j :
, t

j, they would be inside the complex. I don't think'we contemplate:
8

i
... :
y 1

,; going out and contracting with somebody to comein and build ;-

; p; .' |
,

. a different electric generating facility to take steam frem ,

'
e-y

i :
I I

,

i ''
, , , i: that. That, we would absolutely not consider. | ,

.i

n .

I

'

; DR. LEEDS: Thank you, sir.
. ;

,

'

7;

i,t
:,
-

.

, .. ; MR._ROSSO: Can I hear that last answer back again? I

.
. . ,

.

J G j
'

,

Cy i Oh, never mind.
|

g
,( *

~

y j MR. CHERRY: Mr. Chairman, may I pose just one,

,

i

g y question to-Mr. Temple, based on Dr. Leeds' last question? !
h

: .:
-

|
3. p CHAIP14AN COUFAL: Yes.

q
a

O, BX MR. CHERRY:
,

.
:,"

,

p -,

! |! O Mr. Temple, did you understand Dr. Leeds' last i. . ,

..
t.

i' I.

question as reques'ing - and therefore you are answering s--c.

f u_ 1,

; i
.

,

* *
1

:| tha~t after 1982 it is your present contention that 'if the plant j
1

im
i

.

~.
.

i

j ~is not on line by that date, not to buy steam and electricity .y'-
s

tj :
.

- ,. |: from the nuclear power plant, all other thbgs being equal?
n

i 1

3..
A 'NO.; -

~~

e ,

i |! I understcod him to ask if we needed steam and |

1

..

|; s
9 1

-

|| "' I,t electricity, which I said we did. And told him in our view,
'

. . ...a
,

|t
I! i |
t i

I
-

i.

,f-
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! I

L |
I 1 you know, if we didn' t have a contract with Consumers, we i\q mm4,

,

\
{',

, v
: : would build a facility, or we could t:ske it from a nuclear ;i

i I

2 plant. i.
'

'

I.

1| Q But in your answers to Dr. Leeds you weren't, I |

t
'

|
-

3 take it, contradicting your earlier testimony that Dow's current.
7

-: i

3 position, although it i a tenucus situati~on and all that, is j
.. t

!! that even if there is a two and a half year delay from the !7
il |

3 i' current Midland Nuclear Power Plant steam on line, you f,

| | * *

| 3' still would taka that steam?
i i,

! .That is from March 1982 to the end of ' 84'2 '
13

l n
,

| i i
:: j', A We are continuing-to treat the contract as though ji

|
'

:

f::) it is in effect.
,

n . Q Through 19847'

1 i .

i :5 ; A 'e can run our plants through the end of 1984..

' |

g) Q But:a two and a half year delay in steam coming on j

ti !.

;
g ;; line in accordance with your p=sent position, you would still j

'

take steam from a nuclear power plant?'
.-

y -
,,

,, [. Cur current facilities can operate that long.A '

-

n.
,
a -

,

.. ji I think I have also said thnt if any change of'

"
j !

j .n significance came along, we would reassess our situation. !.

--- .:,

f
..

] Q Well that would be true whatever happened. I. g
, ,

j ; .
-

,., !! appreciate that. i
- :

. .

[ Thank you. |
..e. , .

1

CHAIRMAN COUFAL: Thank you, Mr. Temple.3;

. tg y THE WITNESS: Am I through, sir? j
| ;i-

,

JI ,

d
'

'
.

_

2
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- o, .

I

d |
p. mm5 ; j CHAIRMAN COUFAL: Mr. Wassel sincerkf hopes so. | )
t,' -'T '. ;.

.

I

t '

,
.

I ji I bet you hope so teo. '

.f

i-
.

i ;

g ,{ THE WITNESS: Yes, sir, I do.

,
CHAIBIWI COUZAL: Yes, sir, you are excused. .

(Witness excused.) I,

i

. |d
: ' I

! , MR. WESSEL: It will take per hips ten minutec ror
) id the witness to come.

| ),

d!
There are some minor thingc, once the witness ', f

'

I 3
|i : 1

:i leaves the room, because I don't want to open the door to, .

; - F ,

'l
i; any more questions. !, .

;j, .,

!.

p MR. CHERRY: Mr. Chairman, have you issued a,

! 1 ,.
'1

,
.

e

j |it ruling on when Consumers has to answer interrogatories, or
'

P) . ., [t when,they have to turn over the documents?
_ ,

'
,

( '
vy .c j; ' .

p' i

| CHAIRMAN COUFAL:; ,..+ .. I will do that duringthis delay.
'

I !

!

.3 ; Mr. Wessel has some things, and I want to rule i
4

+ -
t

i 1 on the Staff's interrogatories, clean up all those arguments.h !..

o
I

] MR. CHERRY: I think we all should, at some point.

ef g,
1, . .,

' ''

. before it gets tco late, talk about the schedule for tomorrow '.:0 t '

i hontheassumptionthatMr..Orreficemaybefinishedtonight,
f. Is. || '

i :. ,
>

l 9 or at the'very latest tomorrow morning. Although I think
|. A,

n -

N maybe we could finish him tonight. '

01 ,:
,,

"

jj CHAIRMAN COUFAL: I am agreeable tothat sort of
-p
,,,, :. conversation,-

u .s '

n

d f, MR. WESSEL: Now that the witness is gone and not,,
c. , ,

,'" _S}subjecttorecall,Ihavecorrectionstohistestimonywhich'
..

{ .

H
'

u
8.

:!
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'

:

h !

y ]af' mm6 i g were handed out to the parties sometime ago, and which were ;
p

M i

.' mailed to all parties and the Doard on the 24th. ;
-

3 I have received no response of any kind. I think '

I
:

c it is fair to assume that those corrections are the ones !
,

!
; which the parties will accept as corrections to the transcript.'

S ' !.

; , They are essentially, in my judgment in any event, of a,

1 i

g ministerial, typographical or grammatical character. I was i,

. a

f not going to hold the witness and ask him about them, although ~
'

;
4 e I

;'.
; that would be the normal way to proceed.

|
If the parties don't want to correct the transcript, ;,), ,,

. .

j
I guess that is their affair; but I suggest that these be. ,,

s, ;s.
' a'

,,,!i. stipulated as corrections to the transcript of Mr. Temple's
.

;
...

. ; testimony on the first two days last December.
: \. : ",

-

;
I.

.

| j MR. CHERRY: They are not cubctantive, Mr. Wessel?|,;
.. I i

i) =

'
; 'I . MR. hiESSEL: I don't rega'rd them as such. There:'

. , . . a....

| il :

qobviouslycanbeasubstantialdifferencebetweentheparties, || .g
1 .

.
.

1 one never knows, ,i.,
,

., .

They were mailed out on January 24 th and were given1 a,

y
. . . ,

;i out a week or ten days before.
. m. .. ,. ,

l +

,, _ i . MR.~ROSSO: Mr. Chairman, we did receive thoce. j
. , n,

,

Unfortunately, with the press of other matters we haven't,,
:. . ,

" ,

1.

. , !; had a chanca toravie.i them. !
'

-n ;
. ,

j MR. WESSEL: Well, you should have.,,

[ MR. RCSSO: t7 ell, maybe we should hve, Mr. Wessel - ,
.MR. IiESSEL: Yes, you should have. i. , . , ,

'i ..

:

.1

*
s
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Ommn7
i MR. ROSSO: We have been working 17-hour days, sir.

7

2 |- MR. WESSEL: I'm sony, work more.
'

i !

! ay MR. HOEFLING: We have looked at those. We don't
- il

.; I have any problem. ;,

!

| g| MR. CHERRY: I don't either, Mr. Chairman.
,

' i; I
1

'

MR. ROSSO: If I might finish,*Mr. Chairman, if; g

[ 7 Mr. Wessel represents them as ministerial and they are not-

|
I

g i. substantive, we don't have any problems. |n :
L -

|'
'

s 9 MR. WESSEL:- I cannot make representations of that :

i |
*

.. .

character. I consider them such. I don't know whether others; ;c '
!

i : do orrot. -
,,

$ ee
i

! -

gg , We will,look at them as soon as we can.MR. ROSSO:

MR. WESSEL: Secondly, the Board ordered that page37
! - .

; y [ 939-A of the transcript be inserted. It was a ,rasult of
i !

| | something that had been omitted by switching reporters.g
,i (I;

. [
.

-

3 g y The reporter has just handed me my dictated version ; '

# ,

[ of what I think the Board ordered, and I would like to hand 1, , . ,
,,

!'! it to the Parties and the Board, and ask whether anybody has
I,8 t$

'
any objection to this being the page in conformity with the l

}
. 19

| bard'sorder.
.

.

g
| |-

d And I think if we don't have a response by tomorrow ;F . ,,
I "

p! morning, it should be directed that this is the substitute
i

:
u ;

i
Page.23 , , , , _ .

. .
,

CHAIRMAN COUFAL: We have an order out. I don'i.

.

.
m .,

, _'''d l' . . i
i know why it didn't get distributed, Mr. Wassel, that quotes;,g

,

| \
'

s,\-
; i

> I t,

j t ;.1 i
1
*

- .- - --



'

t

- -- 2676

L
!

,

or cites the precise words that you offered.
| pg mms 1 - ,

(), !
'

2[ ~MR. WESSEL: Uell, there was an additional changei ,

L

i 3 0 by the Staff. I have included it.

!!.

af And there hae been so many arguments here that I

3 think doing it ex parte might have created some problems. But !
11 .

3 h now the parties have the page as I believe the
-

d

7 ji Board directed it. It seems to me it should be physically!

;i
t

r, ii included in the transcript unless by tomorrow morning someone
1

3 !. says that is wrong.

d
!! MR. CHERRY: Mr. Chairman, I have no objection to10
il

i ,

either of Mr. Wessel's offers, and I will stipulate to both'

;;

; u! of them.
- t .

i( b CHAIRMAN COUFAL: All right.g

o
y |' I didn't think there was an ex parte arrangement.

i.
'

,.

You presented it in the form of a motion, and some responded3
I
''

and some didn't.g
,

f

,

;- i MR. WESSEL: I'm sorry. !

I
- ,

| The < Staff did have an additional sentence to add.
~

.,

h '. . ,
:

CHAIRMAN COUFAL: Yes. That was - |

i
,

g|
I |

| i MR. WESSEL: And the Board didn't do it in haec j,3

e i'

l It issued an order, aid one can interpret an order inl
J, verbae.
iy

o.

t

a lot of different ways, ac we quoted earlier. [r.,

-!
. t .

J CHAIRMAN COUFAL: Not mine. Mine are modds !..
s t

9

* of Clarity.34

n s
! 3 |! (Laughter.)
B u

-

b u |
r

M
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.

!
t

Cm9 i !| All right. Mr. Cherry spoke of scheduling.

U !i
'

2 ~ We are going to start with Mr. Orrefice,this
i

i !,

| 3j afternoon, and then I guess we get to Mr. Youngdahl and Mr. Aymond.

li i.
MR. CHERRY: I have no questions of Mr. Youngdahl ;

i . i

j 5 9
i-
-

i .

1 3 ] or Mr.Aymond. !
: 'in .

,| CHAIRMAN COUFAL: All right.
. c.

!! !
'

| 7f Then what is the parties' pleasure with regard to |
I*

after Mr. Orrefice?n ,

i:

!n
.

| MR. CHERRY: Mr. Chairman, let me announce that I-

d

m j have, based on the record thus far, and of course if someone :

1:

i! else brings another witness, I will change it, concluded my ..., s n
b

] cross-examinationofallConsumersPowerwitnesses. And except
'

, ;;

!i

] for a few questions which I may have as a result of Mr. Orrefic |'s
i4

<( ( 33,

..
,

] examination by the Staff, although I may not have any, I am
' '

y
e

..

e

3 ': through with my examination of all Dow witnesses. '

1

t 1

3 ; And I would like to move tomorrow morning';. through |
i.:

-
~~ '; the presentation of the Regulatory Staff testimony. I have a in

.i i
-

. t
a feu questions about that. I am prepared to serve my written '

,.

"
: :..

i #

ij testimony at the latest for Dr. Timm on Monday and have him j. g>> p- s
8 |

!! available that day for the rest of the week for cross 'a
0 g4

,,

I examination.
2: i. :

And I would like to move forward.. 6
il

i{ And Consumars Power Company has outsa nM ng, to put .. . ,

9
u

'in the testimony of Mr. wells and an environmentat man andy ;

|
somebody else an3 Parts II, III and IV of Mr. Keeley's testimony. Ii 23

i ?

*

t <

(' i ij .O''w-~._.-_ _- . . . - - - _ - . . -
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I I will stipulate that all of that can go in as if

,

V ;

2 ;j read without the necessity.of bringing any of those witnesses
:;

s t hers, unless, of course, the Board has some questions for them,

!!
4i but I have none, and I don't want to waste time going through

N
!! the procedural falderol, just bringing someone out here.3

p .

si Insofar as the' Staff is concerned, I w?.11 stipulate

7 into the record that all of their testimony is as if read.'

G

y I have a couple of questions, I believe of the gentleman who,
; ;

'
i,

[ did the Need for Power Section, Mr. Sidney Feld,~and the !| 9
i 4 | 4

| [ gentleman who is sitting to the right of Mr. Hoefling, but Ig
f

ti
i; q that should not take more than seven or eight minutes.

i

3 And I would even forego that if they didn't want to

|| bring him out here, if no one else wanted to do any questioning.i 13
li

l ]So,Iwould .ike tomove forward.y
!
1 J

}
MR. TOURTELLOTTE: Mr. Chairman, in association with;;

d
n i; the schedule, Mr. Cherry mentioned that he would have Dr. Timm |a

:j i

l !! next week. !;

I I |
t t

'
;l He has also indicated to both me and Mr. Hoefling,;g
!!

'

[ that he'has a witness he intends to call fromthe NRC . Staff,, g
)'

[ and we would like to have him designate who that person is at3
U I-

j' this time. ;*

.

.. 3 .

| |
MR. CHERRY: Has Mr. Tourtellotte filed an appearancei

|
'

I

.,
"

| i

!,! in this case? |
"

..
_-

l
,

.

3] CHAIRMAN COUFAL: Yes he has, Mr. Cherry. |
i-

MR. CHERRY: As long as he is bound by'.the rules.. I'

3
t

'

t

!! ;, ,

t__ __ _ _ - - - - - - _ - - - - - - - - - - - - - - - - - - - - - -- _ _--- - - - - - - - - . - . - - - - - - - - - - - - - _ - - - - - - - - - - - - - - - - - - - - -
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p I told Mr. Tourte11otte, as I told some of the other j
V i

-

2[ Staff members, that I have received information from someone .

.. .

3 ] who is presently working at the NRC Staff, that the URC Staff '

4

i: is' making a political decision in connection with this case
+ .

and will not . fairly reevaluato the information. |.;
2 ,.

j. I told that t2 Mr. Tourtellotte 'because -I thought |,

J
9

7 ;{ because of the brush-in we earlier had, that I would explain j;,

:;

3|tohimthatoneofthereasonsIhaddifficultywithRegulatory
a

g ' Staff lawyers is that I have been lied to so many times, and I -

'i ;

:. J offered to lit him the names, persons and eventarthat I have
,

!! i
n been treated rather shabbily by the Regulat.ory Staff on many j1 .,
y:

.. : ' .f . i:.

gi occasions.~
' ' '

l

) 'i
.

j3 And I.'said, if you are sincerely interested in why ; ;
:j . i i

|74 | I am angry about the Regulatory Staff performance, I will . |
ii - ! ,

i,j tell you.
i .

i |15 ,
e

.q -4

He didn't answer me, so I said, forewarned is fore- tg
:,

.

.

] q* q . .armed.
. .,

.'
N I have been informed by a source that there is a 1

,. ,_. :s . .

||

19 g|| lot of hanky panky going around by the NRC in connection with.

,
,g . t

1 this reevaluation. .And if when your witnesses get up they
,

-
4-

,

.: ; !

j do .tnot tell the truth, then I am going to put someone on | |g
|

0 i

ji the stand who will, at that point, risk his job. I am not |2., ,
<.,

g {i.
,

prepared to give you his name, I will not do so, I do not

presently intend to put him on the stand, if the Regulatoryg ;

' 'u 1 ?

. :. ; Staff is . honest in its response. t
e. .

4(' f
1:

*

.

. .

.i .

: ;
!

_! _.
- .. m -- 5 ~ -
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p mm12 1 MR. TOURTELLOTTEE: That isn't the way he explained

'' Q , ;

; it to me, Mr. Chairman. Those aren't the words he used at '

l ti
; >

3 ? all. i
,i; .
,

a Ha indicated to. me quite emphatically that there -

:,
,

li was this witness,that he had something to offer about the
,

j 3
i b i
i ii !

'

2- !.! propriety of the way ths NRC Staff was handling this matter, -

i
ti i

'7 ji and that he was going to produce him. And that that person,

:|

; I was simultaneously going to submit his resignation.|
'

| L i

l Mew, I want to know who the person is. If indeed i, 3
n i

|

y;' ho has a witness, he has tho ongoing responsibility to inform |; .3

it -

l]thisBoardandtheStaffwho-thatwitnessis.; ,,

I ;

,

g !g CHAIRMAN COUFAL: He just informed the Board he ;

is not going to e.11 a. witness, Mr. Tourte11otte.-

N ~ j, --

,

MR. CHERRY: I think my position was clear,3z
I!

;j Mr. Chairman. Dr. Timm is my witness, that is my presentg

').

i ., , 9 intentica.
i U

'"
,

! , . , h, , . , CHAIMIAN(DUFAL: Do you have some conment at the !
.:

,

3
. n.

schedule, Mr. Rosso or Mr. RGnfrow?g
'

MR. ROSSO: Yes, Mr. Chairman, I think I do.

I' ,' First of all,'there is some redirect of Mr. Keeley,
~C !!,-

li that would have to be done.
.1,,

3.
j

'

D We are perfectly willing to stipulate in,, , , .

a il

pursuant to Mr. Cherry's suggestion, without cross-oramination,j.

.02 . !} ;

'A !; the rect of Mr. Keeley's testimony, Parts III and IV, and !
'

3~ ,

p Mr. wen s testimony.
23 i .

.
.

1,
~*

. . t

! -

,

,

,i .!
,

1
~
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I 'I But we do have some redir x t of Mr. Keeley,withg ,

!! ,,

y .: * regard to Part II.
9

| || Moreover, there would be some redirect of Mr. Heins |3

il
. 4 j' and Mr. Bickel with regard to the matters that they have been,

n -
.

I
p . . . . . .

3 ;: cross-examined on up to now.
i: |.,

i 3h And I ask the Board to give ud some guidance as ;

1 I! i|. 7:|towhethertheywanttohaveanyfurtherspecificquestions
..;

'

answered with regard to ha load forecasting of the company.e ,
, p

; j| I know that Dr. Leeds had suggested at one. point that he !

'. r .

. anted tohear more about the probability encoding analysis. jw39
F I-

( We do have a witness we can bring to. explain the !g
; I

| techniques. of the company in doing load forecasting,12
i % ',

i ..

33 ' what a load forecast is, basicallystarting from that, how it t

'

' is done, what the state of the art is, how it is done 'in;,; ,

!

j 1976, et cetera.33

|i;

,d We are willing to put those witnesses on., , , .

f I,

37 ; MR. RINFROW: There is alco a question from |'
.i ; !

l d Dr'. Luebke, which said he would like to know on Palisades.g
I: -

't
steam generators, and I~ committed at that tima to bSing a'

g

witness down who could speak to Dr. Luebke on the Palisadesg

j steam generators, and the basis for the conclusions that went.al
i;

jintoMr.Heins' testimony.
.

3 The witness that Mr. Rosso referred to can also- 1

i.: !a
i,- -

|i') gfspeakdirectlytothatencodingquestion.'

|He is the one '
s 1

3 | who did the encoding, he can exphin that to Dr. Leeds, . ,,
ti {.

r
~;l

.u4:,

U
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mml4 h I
d |-

who asked about it. ;(]s i it
..i
I-

d7'
Q' MR. CHERH'l: Fr. Chairman, I would lika to suggest [..

t 1

: ;

3 j before you respond to either Mr. Rosso or Mr. Renfrow, tna.=- |

3
.-

I
9 d a very hotly contested proceeding and I think that i4

3 Consumers Power Company should make a choice based on their*

| !
'

.

'
! 'i judgment as to who they wanti to bring befdre the Doard. And.; ;

)| i i
o -

: -. !! this should not be the traditional kind of casa where,how

i b .

;j.

i much sugar do you want before you will give me my license. |
'

3

H" ii

; If you want ten more witnesses, I uill bring you ten more !,

i . !'

witnesses; do you want me to scurry up over. hem I will do that,'

i
, . , ,

+

| Let them make their own decisions, the babies are
; ,

I ;

| [ big boys, and let them make their own judgments.g i

It seems to me that the Board has said what it;3

!! .

q said and I want to move forward on this case, and I don't
'

.j

u

3 f, think that the Board ought to make a determination of who
i 0 .

d the parties' witnesses are. Consumers Power Company has got
'

| 3
i !

d - 6.

g :| to make that. particular judament. And they ought t:i be big ;
i. ,

| 4

1 enough to make it and stand on it. ;
. , ,

.. i,

!! i
!j MR. HOEFLING: Mr. Chairman, Staff will have some

.
-

!!

hverybriefquestionsofMr.KeoleyandMr.Hains, Licensee's f.. g
it t

d. witnesses. |
,,

... ,

?

.
!' At that point we have with us Mr. Echols, who :

m | >

, ,

has some prepared testimony and ho could be made available for,,.,
~ ,, ,

!!

@ . cross-examination.,

.w a ,

q 6

Ii Staff has two other witnesses. Ws. can endeavor to~~'
-

,s.

'' 11

.-

.: <
.
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I
um15 1 determine their availability and get that information to the

,

2 LBoard tomorrow morning. I am confident we could get another
i

; witness out here bv Friday.
3

4j MR. CHERRY': Mr. Chairman, the Staff has completed ;

:t
-

} r,OitsexaminationofMr.Heins. They went before I did.
||

'

,; !! MR. HOEFLING: Excuse me, you are correct,i
'

~ !\
i-

- , jMr. Cherry. I meant to refer to Mr. Wells.

||
'

9 j CHAIRMAN COUFAL: What do you want to do?

O
g ij Do you want to go with Staff people after Mr. Orrefice

i !! !

in 'i! testifies, or do you want to go withthe balance-of the Consumers';

'
|

|
;; j PeoP o?l

'

i'

n' MR. CHERRY: My suggestion would be to finish

i consumers' case this week, let all their redirect people comeg

y' on in, andthen we can probably finish that quite easily by
r,

,9 ,: Thursday or Friday noon, put on all the Staff testimony on i

!i

j g ; Friday e:Td get started. My testimony will be served on Monday. |
j, .

l
'

We probably will finish with Staff no later thanj g
i!''

g j Monday or Tuesday with everybody,and Dr. Timm.'is availabler

:
l'
for the duration of the week for ' cross-examination by everybodyi,'

. g,

! As I indicated, everything Dr. Timm is putt:ing in.

~y !
.

's based upon documents that have already been produced by allig

N cf tl'le parties with the exceptionof six studies m coal prices !
y'

!! i

|whichDr.Timmtellsmewouldbeavailabletoanyonewhodid |g
1

- [I more than five m.irutes worth of work. )
3

g ,V
There are some surprises, obviously, but we will

g }e- '
,

4
h
a ;<

L
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i I

h 16 : bring that stuff with us.

,| DR. LEEDS: Mr. Cherry, are you through with2
n

3 0 Mr. Howell?
) 1

40,
.

MR. CHERRY: Yes.

5 CHAIEMAN COUFAL: Okay.

s ;! Thesuggestionnowistogowithstheremaining
i

f 7j. Consumers'witneses. That is Wells and whoever you want
i

to bring .back on redirect, md who else? |a -

[
t

i 3 Who does that leave? !,
I>

;o i MR. ROSSO: Any redirect that we may have of Howell,

I

|
if any; redirect with regard to Keeley with regard to.Section*

33
,

f
e

12 II of his testimony; Mr. Wells; any redirect of Mr. Heins;'

Ok
~ '

-
13 any redirect of Mr. Bickel; any further witnesses on load

t, ,
,

, forecasting.;4 ,

,

I
*

We could do some of this in rebuttal, but we don't15 ,
I

|
wan't to be foreclosed from going forward :because we don'ti '

; .3
*

;

i want them to be faced with the idea of, we have already; 37
i :

! challenged that. ;
;3

!
! CHAIRMAN COUFAL: Mr. Wessel, do you have.a.

39

suggestion to make with regard tothis?
20[

!

I MR. CHZRRY: Before you do, Mr. Wessel -- t
*

,

~1-,

|t
d .

.

22[!| MR. WESSEL: No.
'

!

] MR. CHERRY: -- Mr. Keeley informed Dr. Timm today
23

I that Consumers Power is working on revised testimony.24

Mr. Keeley told Dr. Timm that part of it had to do with25

.
v

u-------- - -
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'I

em17 ! ' Consumers Power Company's fuel costs were computed inaccurately~

c l in the alternatives. '

i .,

. What I would like to know is whether or not there
,:

] is any other revised testimony being prepared?
i '

; ; If so, when will it be available, whose it is, !,

1

et cetera, because as long as you suggest bebuttal, Mr. Rosso,;
,

f. '

~ j I don't know how you play the game., but if you don't tell me {
I y I

! , ,i today and you know today and I find.out, then I am going to ,

! !! !
! - | make a position that you ought 'not to put it in.

,

' '

I knew you are sorry Mr. Ecclay told Dr. Timm,; ;;
| 1

that.
*

i..
b !e

,

18 il d MR. ROSSO: I'm not sorry at all. I wrote a i. , ,

!!! ("N "

!i -e letter to the Board about.it.. I gave you a copy..,
'"

d ,

n >
,

y j' CHAIRMAN COUFAL: All right.
|

-.

i 1

l MR. CHERRY: Is there any other testimony besides !._
'

't
!

-

5 the fuel cost revision that you contemplate?<

y' ,

-

;v

MR. RENFROW: Yes. !.-

I have to find a copy of that letter, Mr. Cherry, !,,,

j
^

.

' ', cost numbers.
'

E

,o,
:,

I f MR. CHERRY: I never receivadit, cost numbers of
|a :j

! ,.
1

. ,

a

what? I don't recall receiving the letter. j,,'" n ;

MR. RENFROW: It was hand delivered to youand to i,, u,

| ' the Board and the Parties the night before the hearing, which,,
,..

.i .
,() i resumed -- I will have to find the letter., , ;

\_/ -' i i
a

-

i MR. ROSSO: I think the letter was dated the.._
_,

'

'!*

.

il !*

-
,

J_- _ - -

J
'
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mm18
17th of January.'

P MR. RENFROW: It was hand delivered to you. We j
i'

: 1 raised that with the Board the next day and were told to
'

,

.i
'l

1 go forward. !
'

0 >

3 i We are going forward and --
;! i

' -

; >

CHAIRMAN COUFAL: All right, we kJill go forward with
}3

6 i

f q Consumers' people tcmorrow, at the conclusion of Mr. Orrefice'sj
'

:. i
t

3 .h
testimony.

,

.
.

1
*: MR. RENFRO*f: Uith the Board's permissidn, hecause !,f

3 ' i

3 .; I will have to go make roma tolephone calb and get some ,.

d
. 1 people down hero, does the Board have any questions for

s. 4 i
q

,

!! Mr. Howell?, - , ,

m *~ ,1
'

|]
.

|' ;3 MR. W2SSEL: May I adviso the Board that Mr. Orrefice'

i.| ,

is now here.y,

.n
. CHAIRMAN COUFAL: Thank you, Mr. Wessel.3

0 Mr. Orrefice, I am sorry, would you come forward,; .-
t

' please? !,.
.i

[
,

'
You can go make a phonocall, Mr. Rosso can --,,

"
n :
i! t

: p MR. RENFROW: I am going to do that, but make my |.,,

; " i '. .
. " 5.

., 1 decision easier since I have to mako !.t, about how to
'

;!..

a .

i ! direct -- !

I
,. ,

:t i
**

e,

4 CHAIRMAN CCUFAL: Leave us a number whsre you,

. .- y

...., a;l can be contacted tonight, and tic can call you tonight and tell :
'

o .'

f| you whether we want Mr. Howell. ,'. . ,

i 4

,j:M
.; MR. RENFRON: I have to ca]l Mr. Howell and tell him!.,

m. .

d
;

.- ; ,

!! ! |,

I
.
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19 q

'.jto get on an airplane and get down here in the morning.i
|

,

.i t

p CHAIRMAN COUFAL: Well, we can start with somebody j-

d !
- :. ., else in the morning. i

d -

MR. CHERRY: Mr. . Chairman, I understand that the f
'

,

i :

.a protective order issued in connectionsith Mr. Ecwoll and |
'

i! !.,, ,

j Mr. Youngdahl and Mr. Aymond is still applicabic in the -
e
- n ,

!!
[; event that Aymond'and Ycungdahl are rebuttal witnesses.7

I I!

' , , I just want to make that clear. ~!
i. y-

,

j
|; i-

CHAIRt'AN COUFAL: We haven't revoked any protective,
, .,

:I,

crder. ;! 9-
,

!

lUhereupon, "
!

6
-

;| PAUL P. ORREFICE '

2 |O . ,

t ii
! 3,3 g wa_s ca.11ed as a witness on. behalf.of Dow Chemical Ccmpany,

4

i yh 'and having been first duly sworn, was examined and testifiedi, g.
3

1 t, <

] as follows:-

!;
9
! ! .

.

MR. WESSEL: . Mr. Orrefice is the Dow witness, j

[t. . .

'
. ,:
-

. .

. ;

. .',.u.a have no questions of Mr. Orrefice.
l
'

u
_

p ! '

"

. p.- CHAIRMAN COUFAL: It has been an easy day so far, i i

w, x.
.;. ,. ,

{ |hasn't it, Mr. Orrefice? ,
,

,

I[ j. - Mr. Hoefling? ;
|

g.

,-p- .i

!i ^ MR. CHERRY: May I ask if Cor4urar's Power iCompany ,,,

i- .-

" !{ .,,,!; has any -- well, I gueas Mr. Hoefling is nert.!
.

j.

''
',

)i *.

I; cross-EraMINATION 1
-

. , _

e a 1

it |
* *

/-w) ,. , . il BT MR. HOEFLING: )
'

.D' '*y |
1

]h| . i

-Q Mr. Orrefice, have you read Mr. Temple's testimony i

i

!q
*

> ,

!6 $! .i

b.
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mm20 I that has been filed in this proceeding?

CHAIRMAN ,COUFAL,: Excuse me, Mr. Ecefling. {,

.; i
-

,

}
I"know this'is an unusual situation, but you betterI'

identify on the record who Mr. Orrefice is, who his employer .
a

i
*

t
; is. i; .

,

!!
'

-

5 MR. WESSEL: Does the Scard wish me to?n

E ,

7j Mr. Orrefice, would you pleace state your. position ;

O -|
t ;. with the Dow Chemical Company, and your background with them? :

1 i,, ;
, . .

I h THE WITNESS: My name is Paul F. Orrefice, I am |,
'

a i
i

| ag President of Dow Chemical USA; Member of the Board of Directors -
e

i
'

] n ;,! of the Dow Chemical Company; also a Member of its Executive
P

1: Committee, Finance Committee and Public Interest Committee.

( ta CHAIRMAN COUFAL: Thank you, Mr. Orrefice.
i ,

| 14 f THE WITNESS: Is that sufficient?
I

; .

3 i BY MR. HOEFLING: I

!i !,'

! .3 !! O Now,Mr. Orrefico, have you read Mr. Temple's
: ', I,,

l 'h testimony that has been filed in.this proceedN g?3- ; i

, y '
,

i 1

h. A You mean the tesH mony in Midland? ;g,

t, d. ,..

' :!
i .: : O Yes. !.

: : ;
; 'i i

i 2.; ; A Yes.
!

E; O Yes, the testimony of Mr. Temple pasented before3. .s ,

s

| E this Board in Midland in November?,-

.!
-

-
:

.

.

ji A I believe I read a synopsis of it, not word-by-word.;
il

O ~' ) Q You have not read that testimony word-by word?,n
LJ h

::

3 3 A I have read the testimony, but I do not know if that .
t'

. .h

4
'

d
.

,

k
__
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i is a complete testimony.

O j MR. ROSSO: Excuse me, Mr. Chairman, could I ask

*

whether the Staff is referring to the direct testimony or

.; . cross in his question?

i
/ 5,. '; MR. HOEFLING: I am referring to the tstimony that.

,6 - d.

; (|,was filed in this proceeding, which would be the direct
'

-

' ',- :.

; 1 testimony prepared for presentation in Midland.

N
'

3 THE WITNESS: You mean the one that was presented. g
i 1

; :i in writing as opposed to his verbal testimony?
i

, emj BY MR HOEFLING: -

' !:
I

!: 0 Yes. ~

:{ ;;

!

I A Yes, I believe I read tha't in'its entirety.;-'
O i

g Q Does it accurately reflect the Dow corporate,

b
y j position?

.
.

!
|

| |
Yes, I have not seen anything where it does not.A15

I hj Q Does it accurately reflect the Dow corporateg

{ I!
j .- ;.| position as of today?

n

|| A It accurately reflects the Dow corporate positiong
n

as of today, givene the facts that exist when the decisiong
i

was made.g
!i

[ Q Could you summarize that position, please? '..
4. ,

!

A Yes.,
4

3 . The Michigan Division cano to certain conclusions
g
4 i

- ]V ,]ofthelong-termdesirabilityofnuclearsteamfortheMichigan f3
( I

g[ Division. | {
! |

}
h f I
a \

I..

_ __ _ __ _. - - - - - _ _ - -
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.mn22 They so informed me.i.
>
l

I ordered a review.' '

~ !!
e

And the result of that review was to say that'
3

;! l

. !| given a startup of early 1982 and given a cost of the nuclear :

:
t~,

'

t!,y power plant of a billion 270 million dollars, it was still-
. . . . i

!

. ; a. desirable alternative to the Dow Chemical. Company to obtain f
.

.:)|. =

I!j that steam from a nuclear power plant. i
'

, .,

3 I
!n

' " Q Can you say if the corporate review were conducted I
i

, j!"
,

| 'j today that the same conclusion would be reached?
.

g t
'

s

|| A I can't - I would be speculating.

t

I know of no specif,1c hard facts which say that that'

11
:

I startup date is changed, or that that dollar amount has
12;

changed. ,

g ,.

14,

.

15 :

I f
ac

l.
n

| 17 8

!
I i

'

is

j .

G ^

,s

I 20

i . !

| 21

$ i

| 22 lj
j i

N
*

L *E '')

*

I

1
-

,

!
?

I 1 i
i

g

|-
-

**

i
'

< - - _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ , , _ ,
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|
-

"B/12 1 g Are you aware of a notice of violation received
,

I
( 2 by Dow from EPA?

!! ~
i' A Yes.2
. .

{ 0 Are you aware of a December 1976 prelimi2ary4
.

h Bechtel forecast for the cost of the Midland facility?g

! ]<

A I am not aware that there has been any kind of || 3

7 major change. I heard about a $90 million in cost.
!I h

| af D. You would not consider that isignificant to the !
I j

! 9 jj extent that it would modify the Dow corporate position?
.

A Well, obviously, I am not expert on the subject.g
.

I am not an expert on the subject of power and steam. .I have
3,

i to rely on my people.. I don't know if they would consider it
12'

x
) significant. Nobody on the team that reviewed it for m has

33

j 34 4 told me that they would.
Il

,

i
i

G I wait to read a sentenco from Mr. Temple'sg;
! !,

.

| testimony. I am on page two of his testimony. The sentence )g
! I

!reads, and it refers to the Corporate Review:
17

l l

) "This last review which was concluded in Ii3 .,, . :,

i

| September of 1976 resulted in a conslusion that the
I '

,

I 19.

i l

! ! present time, circumstances have not danged suf-
7.. ,

; ;

i i- ficiently to call for a modfication of Dow's cnmmit- I

21 -

!

ment to nuclear produced steam to be supplied by j22
j i

<

|| g3i Consumers Power in March of 1982."
i i

what circumstances are being referred to in that -

; a

23 j sentence? |
! |
,, .

|-
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l
'

.

t7b2 1 A. Well, you ask me to speculate on the testimony'of

I
2, Mr. Temple, but I would like to say this: I was given a set

i
ia o f facts; the fact that existed at the time when we made,

4 when we had this Corporate Review was where the plant would

I i
c, ; cost $1.G7 billion and of course, this has changed several

..

I times, but this was a figure we had available at thati' time.
I

5
I

~

I!
7 And we were looking at a startup of March 1982. Again, this

! ; startup, as you know, as slipped several times.
,

4 ,

,3 j, So I assume that by circumstances you mean these !!

O
'

:o ,| two facts plus other circumstances which surrounded our de-
i!

cisiori which were the threats of litigation'and so forth.u
!

! 12 4- 'Were there threats of litigation prior to the -
~

| September 1976?~ -

73

i i
> i A. Not to'my' knowledge. - -

I -
g

t |

| 3j 0 Now the conclusion that'you reached as a result of

| the Corporate Review, did it' include ~the finding that Dowi
;5

g! was to keep all of its options open?

i. .

| g[ A. I don't' understand the question.
'

n

| g. I want to go back to Mr. Temple's testimony wherr.g
I .

'

gg he. states what the finding of the Corporate Review' was. I

:!

i have review was. I have read one sentence summarizing thatg

finding. Mr.' Temple goes on'to summarize that finding ~withg
'

i' the words, "The matter will be kept under continuous review7
.

~3fandDowwillkeepallofitsoptionsopen."
.

I
;,,

j i
| 3} Was that part of the conclusion reached as a result'
I !.
I 0.

.
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i:!
h

|
"

2rb3 of a Corporate Review?*

!.

4 A The conclusion of the Corporate Review was that I
g ,

i i

given the set of facts we had at that time, we reached c- '

l -

certain conclusion. But if facts changed, we may reach a
1 4

different conclusicn, and that we keep cur options open'to.

:
-

.
,

s =
,

i e, review it again.
!

, :i g Isn't this position you take, one thct you take !: -

4 1

3 when you make any bucincss judgment?

: [ A I would think .30.
t, ,

: 'O Is there any unique element to the conclusien that. ,

was reached? ~

;; ;

V i

|i
A. I don?t think there is any unique element or any

|
; ;;

! ) 12 :; hidden value in that statement. ;
o e

!
'

; .; , G In keeping your options open, aren't yod simplv .

|j
'

.

u !! following ordinary, prudent, business practice? .

:!
-

i

;3 j A Correct. .

i
-

f

; 7 % When did Mr. Temple first suggest to you that a
,

..
Corporate Review'would be in order? ;

., p-
.

i. .
'

gQ .A I don't remember the excct date. I believe you ,'c
! i
i t

I
- , ' , have the documents I guess it was early September. Iw ,

.

'

1

] don't remember the exact date in my mind. A letter that heg,

'I
q wrote to me, when :he talked to ma, he presented me with this22

m >i

[,' letter which he indicated what the conclusions of the Michigane3
il

3: Division were and what his suggestion right at that time,

,g; :l. to have a review, to see if the conclusions of the Michigan
.t

.

I
i
1
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;
,

4 i
' o

Division were correct or not. i/ Mrb4 "-

V '|
5

t 0 And so I almost immediately ordered the review. I

1 ..

a

| y If I am not mistaken, it was all done in the month of Dec-2

| :

> |! ember -- September 1976.
.

-

;,

s ,

'd G Basically, you accepted Mr. Temple's suggestion .

!i; *

3? and ordered that the review be cond.ucted? ,

q ;- -

, -

1 A correct.
, j

.,

1 &

3 d O. Now in leading up to the final review, did you ,

d |

?)
attend a meeting on September 24th with meubors of Consumers:1

: ,

:a ' Power Company? .

-.

:: L Yes, I did. Mr. Iymond and several other members
,

;p. of Consumers Powar Company were there.,

('_ :'
,

s
i g

'O Did Mr. Ayinond speak for Censumers Power Ccmpany? !f,-i
' -

t:
. .

I 'A As I recall the meeting, he did most of the --14

i

::5 i. he did' most of the speaking;.ycs, although the other members !
d i

'

:

M ] of the group from Censumers did participate in the meeting, !
i,

' but Mr. Aymond was tha principle spaake.r. |,

!. ;
g .

MR. CHERRY: What meeting are you referring to,:a ! ,

1

0
i ;3 q sir? What date? t-

', ;
,

.
.

2c [ MR. HOEFLING: The 24th. ti

'
:

t 'BY MR. HOEFLING:
'

21
i |

;

!
-

! O What do you recall of Mr. Aymond's presentation?;12

r :

:/: i 'A Whht do I recall? !

i
*

;; G Yes.

I '
25 A The principal things Mr. Aymond laid out, the

:
,

..



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

__

i

2696*

{ i

' '
rb6 I one of the lawye,rs for consumers Power jumped up and said:

d ii -

| 2 ] You can' t do that. The reason I remember that so clearly g

|
0 ]; is because af ter the meeting I asked our people to follow up

i |
-

'

.:,

! 4 E on this, because I didn't understand what he' meant. And I
i !j
i .

e 'I under stand that ycu can't do that was said because we --*

;
,

|
. s i|
. "

they could lose their license if they put such a final date.
t

i .
' '

.

-

I akced our people to investigate that and to con-t
.I.

.

|

3 tinue talking to cons,:tmars Power about this ~ final date.

9 $, O Did you tak a Mr. Aymond's lawsuit discussion ser -
,

..
.

, ia j iously?
!

!i
*

p A. I sura did. i

12 l'
. It

0 Why? -

! -
,

' i A. Why? I have to take the chairman of the board,j :3
i -

'

;) chief executive of the company who tells me we are going to:.:
il
1

:3 9 sua if you do this, extremely sariously.
; J

:s ] And I asked our lawyers'how do they --
.;-

1g i, MR. WESSEL: I am sorry to'intarrupt, but if you i
, i i

3 1i

j 3 ;, ccmmunicate the advice of your lawyers, the principle of }
. , ,

. |
'

:
f g waiver we discussed in the past might make us produce every- g

,

..

thing. 'So please consider carefully your response in con-20 .;
i i2; ;j nection with any advice from counsel -

;g i. MR. ROSSO: Could I have that answer reread, prior.

ft t.33 2 to Mr. Wessel's' interjection? "

a .

't-.
. ,' :g q (Whereupon, the reporter read the answer as re- t

*

1 li
' |-

u' quested. |-

| 0 |
.

l. t

|
., .-. . -. . -
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|
'

' j

b I
'

rb7 THE WITNESS: I repeat what I said to begin.

i
.

.

! ;, When the chairman of the board of a company says we are going | |
'

g .
1

-
.

to sue you; thase are the amounts, over S600 million, I:
;3

-

d..,

'

| ;j have to take it very, very seriously. . )

6 |
'

'

3 That is a lot of money for any company.
|,

2.

3 BY MR. HCEFLING: |f.
|

t
'

7 y G Now the Corporate Review occurred on September
a

i

3 27th? i
i

H. | 1''

A That sounds like the right date. I can check the' '
,

ii

6

to i exact date. !
i I

'

1: Yes,~ correct.
. I iil

|
j

,

,

I
i ! .

4 I want to show you Staff Exhibits 6 through 8 and
'

:2, ,

h [ ask you if you recognihe those. l22;
.i - |

a

i4 f (Handing document to witness.) :

I I l |

M 'I A This is number 8, I believe. And I recognize' it

a as the written -- I believe this is a copy of the slides' |
.s -

: .

, i' [ of'Al Klcmparens who was head of the group, that he'used. !
,

L
. !

;e ij G That is number 87 |,

| !! j ,

{ ja ji A Number 8; yes. I think they are all the ones that : '

.

! i i"

.' te [. Al Komparens used. I think they are all slides that were :

I ! .

i

!! used at that session. f|;1

!! - .
|

22 ! S And Exhibit 6; can 'you tell us wha't that is? !
'

'
4

:3 ; A This again Icoks like the copies of scme slides
'l-

( ) 24 that were prcbably used at that same session. You have given .

as| me something which contains a whole number of figures dated ;
.

l.
i. .

,

'L
__ __ _J |
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|

-
,

rb8 I the 26th of September.

2 !j I have no reason to doubt that they were used at

!!
3 that session, but I would have to study them nore carefully

l,

e
n

4 [d to tell you if they wore all used.
5h G Take Exhibit 6, the second page of that exhibit: j,

l' '

!! Midland nuclear plant trends; was that sheet used at theG

!.

7 ! corporate review;.do you recall?
*

,

li
.y

3 l- A I am sorry I don't - I don't remember if it 'was'

g ,
,

i e used -at that particular review. I would suspect that it
| |

,, was, but I am not sura,10

j i G Sheet number 6, labeled, " uncertainties not built

i
3

12 into base economic comparison." Do you recall that sheet

'
13 being used at the' corporate review?'

l 14 MR. ROSSO: Can I have a reidentification of that.

15 MR. HOEFLING: Sheet 6 of Staff Exhibit 6, "un-

I
~ economic comparison."ij certainties not built into base:.1

| it !

) MR. ROSSO: The copy we have does not contain that| ,
;;

; it

j 13 ; page. May I just look at yours?
! i

I (IIanding document to counsel.)|s ;g
)1 -

THE WITNESS: Again, I believe it was, but I.goq ,

1 !.

2: i; can't be sure. Several of the items that are mentioned in

-i

ni this sheet, which is a very long one, were definitely dis-
}..

I
.

23 cussed. So I assumed this was either u:ied as a talking sheet |
d :

21 or was actually shown by one of our people.

||| 2
,

.

6. a

.

_ ._ .__
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.

arb9 1 BY MR. HOEFLING:

0 (L Can you give 'ms your impressions of that corp- -

a
1

; orate review session? What factors did you consider signi- '
-

!!
4f ficant in reaching your conclusion?

i;
,

A. Well, we were given all the facts by these var- ;3 j,

,

h -

a f ious people, and the most significant factors in reaching'

*
v our conclusion -- I may say we had this review and th5n the ~ |-

1 ;
i
; ? : Dow U.S.A. Operating Board.left the room and we went to a

'
I .

, .; separat e room to make cur decision.,

.

10 i- The factors that weie the most important were, j
'

,

, o

one, the economic factors wh'ich showed that again at this: ;; ;

12j date of March of 1982 and cost of $1.67 billion, the nuclear

N' power steam -- plant was still'a viable economic alternative::; ,
1 .

| :4 | for the Dow Chemical Company.
t

'

>
,

! e, And vary important was the threat of litigation-

of $600 million which obviously had to way very heavily on.s

.
- t- '. my mind, also. I can't tell you - I can't divorce the two

F
. i.

, ,3j things.

|
, -

'

.g When you make a decision you get certain inputs.
.

g
'
.

2a , and you meld them all together. But'it did show that it was |
l ,

i
>

i2; ; still a viable alternative 'econcaically but marginally so. ;

! |I.;- Without the threat of litigation, I don't know ;

4 i.

,; what our conclusion would have been., '

i |g y Ma. aosinINo: we don't have any more questions, i
,

,

5 Mr. Chairman. I
j

h k

c
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.-

:!
'

!/ ] arbl0 CHAI2!22! CCUFAL: Mr. Rosso?
,

\s._) ' -

MR. ROSSO: It is Mr. Chcrry's turn.' '

'
.

i MR. CnEnRY: I think it is your turn. I think.

under the schedulo I am the anchor man, tir. Rosso..,

I .

', . MR. ROSSO: I didn't understand that to be tha

-, '; case.
,

!
# '

MR. CHERRY: Go ahead.j - > -

i

BY MR. ROSSO:
'

i
F G Mr. Orrefico, uas the position that the Michigan;,

'
,

, Division of Dow Chemical Ccmpany reported to you a position

which would necessarily require a rapudiation of the contract ;'
.. ,;

'<
!i .i;

i,3 between Consumers Pcwer and Dow? I'
-

i (~x
! i j

j- N 13 A Let me understand your question. Could you restate .

I
i.

.

.

i . j; the question?
., g

9; -

; ; a MR. ROSSO: Perhaps it could be rarcad.
- e

t'

x ji (Whereupon, the reporter raad the pending question
*

:

,
,

'

as requested.)'

. .,

'

, u

4 'i THE WITNESS: I don't know the answer. I assume
.. ;

1.

uO it would requirs at least a modification.
.

II
; ij BY MR. ROSSO:

i:
,. [ Q Well, what did you understand the reccmmendation
-- p .

'

or the position of the Midland Division to be, sir?_ . r,.,

,.

i

u} A Thc position cf the Michigan Dvision was that they
e

. did not think the nuclear steam was going to be a viable and,g

3 economic alternativa for the Michigan Division. If us had
n
!

&
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| .
.,

I

h

f,
to march on in some other direction; that's why we ordered3rb11 i

b
2 ': the review.,

i b
! ;-

j G Now if you had to march off in some other'direc-
[

3

t

4 j tion, would that not necessarily have meant that you would |
1,

s
'

3 i not longer live under the terms and obligations of the contracti
< ,,

i *

uith Consumers Power Co;cpany?a ,

i!

7 1 MR.WESSEL: He is calling for a legal conclusion.*

.1

3 i Objection.
,

D
'

*l

0 ![ CHAIIUIAN CCUFAL ; Sustained.
'to

M i
M i; BY MR. ROSSO: !

|| |

h 0 You had.a business deal with Consumers; is that;;

s

12 right?
!

~

23 A Yes. -

l. :.; G Was the Michigan Division's conclusion or recommen-
|

15 dation or position one which caused you to believe that the

! i'

:s Michigan Division felt that the business relationship ~should |

tl
:7 li be terminated?

'

It
-

..

I

fj ;3 A It led me to believe that our business deal did
1; j

J| I' not look so good any more. |;g

I
go G And that it should be terminated?

d
o o A Such a statement was never made to me.*

~g
il |
In G So then the Michigan Division never took the |

23j position that the contract should be terminated; is that cor -
..

2; rect?

'.s 3 JL Yhey never -- well, I repeat: They came to the

. h !

. 2 -

1
|t *

i ,__ _ , _ . _ _ _ . _ _ _ . _ _ _ _ . _ . _
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1
!; conclusion that econcaict.11y it was not a good deal. They

-Narb12 2

i
never told me we must terminate'this contract. |p,

b '1

G And the Dow Corporate Review then concluded that
' '

i: .

I
economically this was still a goed. deal; is that correct? |,*

. .

| O A Given the assumptions of cecpletion by March 1982 i
,

' -

t,,j~ [ at $1.67 billion, yes. :
.

,,
. ., .,

| _ f! O Now one quantion about this meeting of September
'

# li
!! 24th, sir, with Ccusemers Power Representatives, do you re- ,,

,

l! !
'"

j [ call whether Mr. Aymond spoke at the'ceeting regarding the !q
- ;' ,

i: question of telling the truth with regard to the ulimate i,,
. i- ,

b-

;!
decision which Dow mado at this heari.79? !-

i
-

-ng.

I
l' l MR. CHERRY: . Could I have that question read back, ;

W i i

]
-

I
*

i pleasa?
i( 15 !,

!j (Whereupen, tha reporter read tha pending ques- i,

| t
,,

o,

!! tion as requested.) !
'

:M !.
.i.

U THE WITNESS: I don't recall his using the par-

jj ticular words of telling the' truth. But he did not say any-
., , ,

g, 1-

,

[ thing to the contrary, that I recall, at that meeting.
'

!

3 It ! !,

I|i BY MR. ROSSO: -

.

| W j. '

| .| 0 Mr. Orrefice, I show you a copy of a document |
c > !

|
' , 4

.i which has been marked as -- well, which has been identified . )'

<- ; l-
1

si
. ! 1

i at rate as the notes of Mr. Temple at this meeting of 9/24/76 |
< . . . <

,

|and I ask you specifically to refer to this portion of the
*

r.3

notes here and see if that refreshes your recollection as
'M |,'d( to whether Mr. Aymond spoke with regard the need to tell the
?S j,

-

:

.1 .

L__________ _ _ _ _ _ _ . - _ _ _ _ _
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a

i

1 ii truth to this hearing board, with regard to Dow's ulimatep rbl3
O 0 'N

-

: decision?
...

r..

O ;i A Without looking at these notes, I am sure that we ,

:! l
3

-i ! talked about -- I repeat that whether the words "I must speak ;
'

<

' I
. !.

!
5 ;l the truth," were used, I don't know, but the conversation |

'

i

| N
I~

j a ij with Aymond was whether we should state ohr'true position, so
l

| :
-

.

.
)

7; he probably did use those words. I just don't rawmher'the i
, s

! -

'

;
.

a: exact words.
I:

3 '| G There was never any --;

/.r

:o A What part did you want me to' read?

: .
4 I was referring specifically to this notation

i [
;

a! here (indicating).
i

j | , . ,.

| 13 : A It doesn't disagree with my recollection.
I

I

14 i 0 All right. i

i

So there was naver any question at tha meeting, j:

!

]'
at this meeting, that Dow should represent a witness at this !;3

t

! !

:7 hearing who would fabricate a position?'

#
I

L A No, not fabricate a position, but the suggestion
3 ,

'
l

was made that we should supply maybe a witness who wasn't theg ,

most knowledgeable witness that Dow had, a suggestion which ;g'
I' i

led me to doing the review, led me to question this because j'

3,
.

s

I + ,| I said, ns much as I am' concerned, Joe Temple is the most j

23 y|
|4

knowledeabla man we have enthe subject. And I think'he'should'b -

i:-
-

i
a be Dow's witness because I want the most knowledgec.ble per-

c .
. .

25 son of the company. I am not that knowledgeable on the j

h
a

h
4
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i
|

| . . -

I

rbl5 1 subject.; ,

0 j; a Well, I guess that comment is one which I would

i
i 1 ||, like to question you about a little bit further.
i .

3 Was the important point here that the Dow

3 Corporate Review concluded he was the witness thought to be

the most knowledgeable with regard to the' Corporate Review| 3

f. 7 conclusions; is that ccrrect?

6 A. That he ought to be knowledgeable with that con-
i
:

o clusion; yes; not only with that but with the whole nuclear

in power, nuclear titeam situation.

! If ~I may add parenthetically, a difficult con-33

| j; clusion in one way: Mr. Temple has 'a new joband I wish .to

a heck he would'get to it one of these days,
a

'

j.; (Laughter.)

I
e- 4 'At'any rate,eMr. Temple was presente'd as the

i
f

a; witness in this proceeding?
i

gi A Right. *
;-

,

g ,,, | 4 Now if Dow were to do another Corporate Review

|, with regard to this oroject, what are the factors that itg

|!
i

would consider in making a determination as to whether to1
3.n |

..

1

u'{ proceed uith the plant, the nuclear plant?
,I

A The same factors that wara considered the 'lastn
h ' 11

3 i time.
I i

ij
gi g Would those' hclude the cost, economic costs, i

!

n of your alternatives?

b j,

.. ,
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Ansbl6 1 A Yes.

2h a 'Would it include the technological feasibility of
- 1:

,

3' your alternatives?.

'l
4 :I A Obviously , any study like that you make has to

'
I

! s3 bo' technologically feasible. I don't know if I understand

| ?
3 "; your question. -

i I
; 7, G I guess what I am referring to, sir, is that there

- -.
. o-

ej has been some testimony in this proceedings, and one of the.I

. ..

I i;

3 ;j alternatives that Dow has considered is coal gasification

C |:

to!j which has been described by Dow WLtnaas Mr. Temple as a e

4i

!I rather new technology. .~
33 '

!

And~I was asking whethar in the course'of'siich a
12

review when'you looked at the coal gasification plant alter-33

.

u || native, you would also consider whether or not you would re-
,

I i -

| q .

ly on the state of the technology in'that area.'

i 3,

t

;g i| A Well, at this corporate review, we had in September,
;

| !| coal hasification..was mentioned as potentially a more e.co-
| 17

[.?
~

! nomical alternatiye.-y~

1 !.
* But I would say -- but at that point, September, !

.

J l
g

-

[ the state of technology was not such that one could make a !
3

I \
. statament, 'and 'I don't know that it is today, that it isi

1 1.,

!. -

aj more economic.
i

S ' At any rate, what pu do is you 'look 'at the whole'

23|
,

i

ball of wa: 7 You would look at all of your alternatives and
31

-

23[ weigh- those against the Midland nuclear plant and you would !

t,

.!
i

..
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$ i

l'
:

/~~1 srb 17 ? h make a decision as to whether the Midland nuclear plant was I

( )
% -

.

still an economically viable alternative for Dow; is that ;[
*

: I

i .; correct? ;

'li

! 4 '- 11. Yes; that is correct.
,

''. ;i G And I take it that that is whac you did at the'

a. .,
4

- i.
*

. ;, corporate review the last time around? '

! !:
;

j - 7 A We did that. I have already testified to that,
e '

!

; I think, that that was quits obvicusly -- it was still
. ,

:: ,

economically viable with those assumptions, a preper econ--

a' cmical alternative.
'

,

:

MR. ROSSO: I have no further questions. ',;; ,
,

' '-
.

;
I 1

:!.
-

{ ! CHAIRMAN COUFAL: Mr,~ Cherry?
h|

;2
^

1:: |1 MR. CHERRY: Yes.
|!

,'

, :/ !! BY MR. CHERRY:
I d !

e f

u0 0 Mr. Orrefice, the suggestion of a lawcuit by .i
'

'
:i

it Consumers Power Ccmpany against Dcw Chemical came just after {,

Consumers learned 'of the Division decision and before the 'ty n
. . .

: ;

;g j initiation of the corporate review; is that correct? |
! i

fj A I don't know if it was before the initiation. Itn
. w

,

.

i.

7,e became between the day I said we must have a corporate
,
l h.

[ review and I would say it was during -- while the corporate L| g

I|*

r jj review was in process, while the date was being gathered.
;! -

. t.

*

a !! It was certainly before we had our meeting where this group
h

n met with the Dow U.S.A. Operating Board. Yes.,

y !! O Sut the suggestion of a lawsuit by Consumers
,i<

.

|?

:i
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1 ,

i

Ib18 Power company came after Consumers knew of the Michigan

j -( Division position and of the ongoing Dow corporate review? !
'

? i

0 A. That is correct. !.

t 3

4j G Did you or anybody cloc on the Dcw U.S.A. Board
a ,

5 regard the timing of the suggestion of a lawsuit as calcu-{, g

d {
.

!

! C h lated to influence the Dow corporate review? '

C I
p ..

7 A. I can't cpeak for anybcdy else but ~ speaking for |.

; i .
.

! p, myself, I don't know how the other members of the board might jc
;:.

have thought. I obviously camo'to that conclusion; yes,.
,

ii i

!
~ that it was designed to influence. h,

! !i |
,

.
"

j !! G Now, Mr. Orrefice, you are familiar generally with
i

12 the terms and conditions of the arrangement with Dow Chem-p
N -

?3 ical and Consumers Power;are you not?
.

| 14 d A. Yes.
' !!

{ y G With the 1.6 billlion costs, the schedule, 1981-3
I !! i

y 82, and the hardness or lack of hardnces of those figures; i
.

j i; in other words, I want you to take exactly that situation~
-

,,

| h .

'

:c 'j as it enists today with all of the uncertainties ~ or certainties , l
4
I

:s f, and if there were no contract with Co'nsumers Power at all {e

1-.
*

t -|;.o [ today,'none at all, would Dow Chemical sign that contract i i

i ! l
i

un today? t 1

if !
, .,

e! .

A. The contract, as today, would we sign it today? -

. .

.

a !' This is an opinion, a speculation; no.
d

g ,)c ,, .

1.; 'l .G And reason you would not, Mr. Orrefice, in yourt.I tu ,

11 :
-

2c jj judgement?
,

| v ,

.

.I1 . .

Y
_
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,

|*

.' i .-
!

rbl9 3. Well, thera are coveral factors. Principally, the

- i'j tremendcu uncertainty that all the delays have caused, that-

;

d
! 3 all the increanas in costs have caused. We have in Midland

| soma aging power plants. Power and steam is4
o

.

supplied by some i,
.

i o

d;!
i units in acce cases at 30, 40 years old. I think it wac

'

I

j 6 ,| stated by Mr. Temple in Midland yet, that 1984 looks like the j
i

'

' '

7| outside -- the outside of uhen these facilities will give |
t

| |'f out. And we don't like to have these facilities, not only
.

3 i
' ~,

.

! ;-

[ becauce of the possibility of noncempliance with the clean j
',

l air rules,'but because there in a question in mind -- my i:C
'

'
1 !

.

I ms not raally i

'

| 11 mind -- and I an an ex-chemical engineer.,

a .i

l l -

as to the10 a technical man, but thero is a question in my mind'

O
Vj 13 safety of facilities when you are running beyond their limit

i i

14 i of endurance.;

| I
: 73 ;. So.there ar2 these tremendous uncertainties. When

4'
. 4

'd is it going to ccma on? We must do something else. W u ,. o f jq

i il '

;7 [ cource, have thase standards where we have to meet by 1980 j1, .

1 M
l' the standards. We are currently talking to the State andi ;c a

j
.

'

j have the' review schedule of'the EPA, I believe it is on the
'

is-

!!
Oc h 14th of this month. I.

"I:
-

21 P We don't know what we will be able to do in that 5
, j !

s,

' End 12 22 [ inte' rim period "of_ time.' '
.

blt fois. !! '
23 i

i

', ;

25 '. i
i

|j N f
1 j

-

:

1 i

ll !
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E/ ! How, under the current arrangement, we don't

B: gin 13 2" knew when we will have nuclear power and nuclear steam; and,'

:i !

a frankly, this slippage that has occurred during the life of j

d this agreement makes one wonder whether the dates we haveo
I .; .

|| !; -

j :. [ now and the figures we have new will be firm or not.
,

, .
,

af G Mr. Orrefice, would it be correct to say that : ,

|
f r,

1

7 you do not presently have total confidence in the cost
| -

I n
}

't
; 3 :| estimates given to you most recently by Consumers Pcuer j

N i

| 3 '! Company? }
i.>

r

A That is correct. ij cj
j :. : 0 Would it also be safe to say that you do not

'
t !

ei have total confidence in the schedule, present schedule,
l

O) 'i\
is , given to you by Consumers Power Company?'-

.a ' A That is correct.
b :

!
I g ;, G Would it also be safe to say that you and other
| 1

'

| m | members of management of Dow Chemical Company have a lack ;

1 i |
:r;i of confidence in the management ability of Consumers Power '

! -

9 il I,
...

;9 ) c e ny in connection with this plant and your relationship !"

with them?;3
..

A I would say that that is a correct statement, yes. ,p,o ;

! I
i

3 | .% 'A correct statement?

h 1

A Yes, sir.
, .u ,

:
) ,

G Have you had some conversations with Mr. Templeuj ,

p/ .

a; i aftqtr the January 12, 1977, meeting with Consumers Power
-( v i

'
a Company and Dow Chemical negotiating teams?

;

I +

il
'

;;

.- __ _ ._ . - _ -
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1

it2 i A Yes, I have.
,

t

-I

2 j Q. You, and I believe Mr. Rooke, were party to those
1

meetings? i3 i

i
d

'

AJ Yes.a
t

it
3 '! 0 At that point Mr. Temple advised you of the ,I

.

t '

|, l:' Consumers Power Company trade-off for the' final date. How3

,)didyouunderstandwhatConsumersdemandedinreturnfor |
'

1 *

'I h I
1 3 q some cc:maercial reality and objectivity in the arrangement?
I h

. t.

j 3 |I MR. ROSSO: Objection, Mr. Chairman, to the
;

i

to [ characterization in the question.i

j"'
-

.

CHAIR N COUFAL: ' I don't understand the question,p

g 'Mr. Cherry. '

n BT MR. CHERRY:

,,; h,j
- -

, .

'| G Can you tell me what you understand to be Consumers *
, .

Il
n j} present demand in order to retreat from their position that

d - -

|d| there is no ending data to the contract? !.3
|:

,[j A Well, I understand there are several things, but ig
,,

| '
the principal one - by far the most important one -- is- n;

!
-

.. .
;

they're demanding $100 nillion in cash today as a - well,
'

j g,

i
~ < . . j I'7' call it a no-interest loan, because they say $100 million

,.

in ca'sh today plus another.$300 million in cash between nowg
.

p.2 I ,and the plant startup and more if the cost exceeds today's
c

,

f estimated cost - an open-ended amount, as a matter of fact, !a-
! i
'

| ,, 3 which could be $400 million or could be a lot more, this

g money to be returned to us on what I consider a very |-

| ;

a i
- |! j
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it3 1 indefinite date, after the plant startup.,

[ I don't think this has been specified either as2
,

d
4

U l a deduction from our payments for steam and power or some
a

; 41 other way. And, of course, a no-interest - even if it is *

1 Il !

j returned, a no-interest loan, the $400 million at'our !
'

3
,

d
' 5 1 current cost of' financing for Dow, for long-term financing

:|
1

-

'

7 !1 at let's call it 8 percent, would mean a $32 million interest
! O

Ii 9 .

It's not like you're losing $400 million.
'

3 loss per year.-

,

i ? 'i certainly it's a very heavy penalty to pay. I 1i
i .i
I T did not taka that very kindly. )4

,

i
'

;
: 4 Did you regard tiio request by Consumers Power -

,

I

12 | Company for the $100 million interest-free loan which.couldO , . .. t -
.

Q ;
13 F . escalate up to $400 million as a request for assi. :. ostance in

b
-

M ! financing the construction of the Midland Plant?
!

! :5 ' A Well, it is - I'd call it more than ass {istance,
I

23 !; since the steam part is supposed to cost, from the figures
,

li
j' I have seen from consumers, about $400 million. It means17

,

i

c the total financing between now and end of construction by
;

i

:s [ Dotr at no interest of the steam facility.
'

-

i

|. 4 I believe my question was do you believe that20

21 ; the reason Consumerc in paJt is asking for this money is

1
that they ma'I have financial difficulty in raising the total

j|
22

!

23 y amount of money for the plant? |

'

03 A Yes, I believe that to be the casa.'

! '

23 g Would it be fair to say that based on all you
1 .

.f
i..

U-
-- -.
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i

],t4 i know, Mr. Orrefice, that Dow does not presently have confi-
,

?. dence that Consumer Power Company will be able to finance [2
:
t'

. the completion of the Midland Project even at the $1.G7 i
.

. ; .' billion prico by '81 '82? i

A I'll have to go back, if you'll permit: me. .i. ,

. t.e

'' thinx .'are's been scme question in our m'ind. 8It s not a i
.

)

, , ';.. new question in ou 'ind.. In 1974, when I was Financial :

i

f Vice President, I reviewed this. I have had scma doubts'as i,

4 i

N. to the ability of Consumers Power to finance this for quite
,

d scue time. .It's not a new fact.,

r >

.f Q. As I understand it, Mr. Orrefice, even 3,f you paid i;;

d i
,

. 2 '!! .$400 million to Consumers Power Company witli this interest-
-

j
h I! -

' i I
i free loan and you got your 1985 cutoff date, Consumers still ;g
i; I

j .3 requested a who]* lot cf enemptions, one of which was they I

,.. k might not be able to get enough money to finish' the plant.; .

. :

h y

y .Is that correct?'

; '

,
d

! i A That is correct. That's one of the force majeure..-
,

,.

d>i i
e l' r

d. That's one of the broadest force maieure clauses I've ever. . ,u .

1

i seen.'
.. , :. i
''*- -

.

i il

33 G This may be a difficult question, Mr. Orrefice, ;

| :t !

F ,, l but you've dealt with, obviously, some very sophisticated'

:j,

| ,,j decisions. You've been in an executive position analysing i
,

; i
h

e consumers' position, at least insofar as Dow is concerned. i,

i
i

[ Do yott think, leaving aside liability questions) ;;
'

d i

| 3 .' and everything else, do you think this project is presently,
,

! $ I
*: .

1*

!.;,

-_ _ _ _ _ __ ._- - . -
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65 iI! the way you understand Consumers, a good idea for'the . tate
8 ||

'

23 of Michigan? ,

id
-

.

e .
A I really can't answer that, Mr. Cherry. I think

,
i;

that would be really beyond my ability to answer. II a
' ' i

! !| 1
i'

3 .r 9 Mr. orrefice, would it be fair to state that, if .

!!.
i,

: ,
.

there had been no threat of a lawsuit, th.'s corporate review |
.

4'
y .. .

!'

i 7 d decision would in fact have supported Mr. Temple's conclusion*

1 y

! , '1 at the Division level?
:

..

I

: e '; A I'd be cpeculating if I answered that in the
.

i'

.
,

j ja j affirmative, because, as I said before, I think in making
';.

:3 y a decision you get certain data input 'and it's very difficult, |i

F d
i when you have that data available to you that day, to say,j 3

i

33 1 "How would I have decided if I didn*t have that particular
-
.

:.;

3.; } data available?" j
; .

| il J
: :3 !i certainly the threat of a lawsuit was a,very
: '!

f major influence, a very major input of data in our decision. ;
'

;g
i 1

'

-i 7 |j MR. CHERRY: Could the witness be provided with j
,

!I
I
-

t

y a transcript of yesterday's proceedings, of Mr. Temple's;,3
.. .

.

;g || testimony, Please? j*
i

:j i

gf (Document handed to the witnoss.) t

}..

.i
' THE WITNESS: Am I permitted to see this? |g .

s.

'. MR. WESSEL: Unless the Board says no. |;;
< t

'
'

CIIAIRMAN COU11LL: There's an exclusion order out'

i
. . -
-.

1 - [' t
that would prohibit him reading his testimony.

| g .- i

-s j

MR. CHSPJ0Z: Well, I'm entitled to use it inq3 ,
! :

.;.

!
,

:8

.
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I
a

. bit 6 : | cross-examination.
> .

2 !! CHAIRMAN COUFAL: Are you waiving your request |J V

i
:! t
's for an exclusion with regard to what we're doing right now? I

,3 y
;;
*.

! MR. CHERRY: Oh, of course.
I,,

i

CHAIRMAN COUFAL: All right. !
j c. I

,

'

i ( ('

J
'

g | BY MR. CHERRY: ,

,

e .i

f'' j Q. Mr. Orrefice, would you please turn. to page 2311? .,

,

t.;i

!:, And I represent to you, subject to correction by your counsel, , ,

.;.
i

'

i ! <

i
' that this is the transcriot of Joe Temole's oral testimony !, ,

3
5 |

4

f..
on cross -e:: amination by me yesterday. ||g. <

i

:

., .
I asked Mr. T-:rtple a question. I believe I'vej

!
*-

| also asked you the underlying elements to you, but I wantj g , . .

to know now - if you will read, beginning with line 11,!.

! i

f gj page 2331, which is when I asked Mr. Temple, "Now, just -

hi!

i g (, between you and me . " and down through line 23 of the. . , ,
g

I a
; ~following page.), q

,.

.., [[
!

(Witness reading.) ,

!,

1 ii
I A Up to where, Mr. Cherry? ',

]i i,"_

h Q. Line 23 of the following page, Mr. Orrefice.''

. g
!;

1" A All right. ,

,33 1-

1
I

:!
~ 0, ' That was Mr. Temple's unders+=Wg of what he i

1 11

believed to be ths Dou co..porate position after conversations j|
..

!!

it., ,p.

d
,

!! with you and others and after his review cf the circumstances,'-., o. ,
..

n

his understanding of the strategies and the pressuros, etg

gj cetera. j
.

!,

'l i

!! !
,

W
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1 1 What I want to know is, do you essentially agree I
(, bit 7N .v) \

2 with what Mr. Temple said at the transcript cits I gave you?!

I i

3 MR. ROSSO: Mr. Chairman, the witness has '

i-

3 answered that question twice already. He said that he dis- i
.

agreed with it. I object to his being asked the third time.') t
| s'

t CHAIPJfAN COUFAL: He's pointiniJ out a specific i~ i, li
i

I spot in the transcript and asking the witness if he agrees j.
7

t

with what Mr. Temple said at that specific spot. He may |g
i

answer.3
.

p, [ MR. CHERRY: I don't know that the witness has f
i . :i

6 said he disagreed. -

y-
1 ;

CHAIEMAN COUFAL: He may answer it.-g

THE WITNESS: I don't think I said I disagreed.g

),; What I have said is I was supplied with certain pieces of

data, and.the decision was made based on those pieces ofg

| data.16

!! How, Joe Temple had lived with this. I had one ,)g
4

1 I
*

,

recommendation he made and then a new piece of data which i

! i.

'i came in to him, which was the lawsuit. In my mind in making I
, to.

4

7

i

| the decision these two things came together: the economic, .,

e.o.

. ,

conclusions and the threat of a lawsuit. i, .y- ,

<,
4

i ,

I cannot disagree with what he said, that it's a . |j g
i i ,

| ; I

u , probability this was how the declsion was reached. But I
|

'

i li - '

;; !! repeat what I said before: I have a very difficult time;2

-.
| p ,

. - o
I .saying, if I was given one piece of data and not another, wouldj

s lu;
{

i ! !
!. !

.

N%pm44 hM MF M, m W grr 46 - W -M M' h O N m ee~w a mJ du &' - - -a '
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>

1 4 I have come to that conclusion.O, bit 8,

:,

C/ j!
'

?. d SY MR. CHERR'Z:
? n i

.i i
J ;; G I understand. You want to use your own words, i

h j^

4' but you don't disagroa with how Mr. Temple put it.as to
'

i i
!'

3 j how the decision was reached? ?

::-

U =

A. I do not,
0|

.3 ,

i

? |;|
- ;

G Now, Mr. Orrefice, is it also my understanding ;
'

-y

y that the negative elements of Mr. Temple's conclusion, those
'

3 .

|' I

3' ' weren't rejected-it was just his conclusion to hind of go
I',

i
la ' scme other way -- that that conclusion, for the reason you've. ,!
;; given us, was rsjected bet that the Dow Corporate Review f

k

u| did not reject the underlying findings that Mr. Temple, |

who'was so close to the nuclear'.proinct, determined?13 Is- v . :. -
.,

! ..
' 15 : that correct?

~
'

S,';
- -

. .

| MR. ROSSO: Objection', Mr. Chaiman.jcould I
1

>
. t

13 | have'a definition of.what underlying finding we're* talking i
'
'

-
4 ;

:: aboG?? * *~ *

*
t

13 MR. CHERRY: Yes. #We're talking about all of the
,

,
- 3 reasons why Mr. Temple believed that the nuclear pro' ject was |

!

| p,o [ no longer going to be advantageous to Dow.
. I i'

.

4 ,

i I . . )
,

33 BY MR. CHERRY:
1
4 ;=; G What I'm suggesting and asking you if you will i

'

i
[ ,

'

,

i 3| agree with me that the Corporate Review Committee did not l

1 i

dispute any of those underlying factors but moved forward24 ,
;

O 23 i with the project in the manner that has been described'
I .

!
! ~i 1

l
i

i :
.'

- '

.e

' ^_ *W.N p I W# -



_ _ _ __ _ _ _ _ _ _ _ _

2717

_

.

I because of the combination of elements you have describedlt 9 : ;
i

2 f here, including the lawsuit and the economics as you currently

saw them, et cetera. Would you accept that, Mr. Orrefice'? i
!3

4j A. Yes, I would say that that is correct.
l
't I want to repeat something I've said a couple

5 i '
;.

f of times before. The assumption we made is that the data
,3

i
7 h that was given to us by Consumers of the time of startup and j

'

i
I!

3 [ the capital cost was correct. We took that as a given, if ',
' I
i'
4 |

-9 you will, in the decision.
;! |

ic ;| G Okay.

fi
' Mr. Orrefica, I think I'm almost done, but I

;3

want to ask a couple of hypothetical questions to you, if
72

-
'

I can.,

a n .>

The Dow corporate position essentially, as I [
'

.,. 3
!

i understand it, is trying to find some reasonable way to j
,5

; ,

i
. ,

'

'i find a certainty,'cecause businessmen like certainty.g ,

',
;
'

! Would that be a fair way of characterizing?
i.

l
,~. .

A. May I make a correction, Mr. Cherry? |g

We've talked of the Dow corporate position. I
g,

I want to make sure that I put a clarification in here.
~0j2 ,

|l' When we say Dow corporate, I'm'always afraid jsi,,
''

t R !This is Dow4 ( ' we're talking about The Dow Chemical' Company.j 2-
? li

.
i
'

! '; U.S.A. that has jurisdiction over this and makes this '

~ . , . ;.; .

decision. It was the Dow U.S.Ai Operating Board rather than
y;

'

li.
The Dow Chemical Company's Corporate Board.

ej
f
a

}: |t
a
ib

'

- _~.- _---_a ---- a.-.-,-n.--- . a
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-

i

| G Very well. "Dow corporate position" has become% 10 I

?- ] a term in this proceeding meaning the U.S.A. review.s'
,

s n
-

? I A I just want to make sure that that was clear. ;

t ,t

| 6 !i Would you restate the question?
1-

2 0 g What I have in mind, it's sort of been my under-
O.

si standing that what has been going on over the last several i

9
h.

7 !.!.
months is an effort by sophisticated businessmen to find. '

.
i

'!
eli certninty in a situation, because businessman can live with !

II
|'

Would |
3 0 a lot of things but they cannot live with uncertainty.

|
P

!cfyou'saythat'safairstntement? |
3

't

1 That is absolutely. correct and - absolutelyA:1 n,

,

; ?

12 || correct.'
.

l( -
13 j|

G Now, Mr. Orrefice, one of the things that you
(

'

asked of Consumers Power Company in your quest for certaintyI, 1.:

! F

is i, was, "If you don't have the nuclear power plant on line
,

:sj generating steam and electricity- by the end of 1984, we |
'

u
l

!7 H want out," is that correct?
*

.-,

A That is correct.
| ['33 t
; .;

i 0 And that is part of your pusition here today?
:3

e-

i
I A That is part of our position. It has been with !

20 :

e

j' Consumers. And, as I said before, I felt that Mr. Aymond
23

;

considered it a reasonable position when we got together.e

i3 h When we got their proposal, of course, it was
,

;!

i c.4 quite a shock that it was quite different.

:S P G I take it that your understanding of why
{l !

ui

.

| .

f _ ________
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,

,
. . |

i l

I} |
bit 11 i |I Consumers has withdrawn that is they're afraid it will :

;

2kimpacttheirpositionintheseproceedings,isthatcorrect?/
'l ;

i 0 !} A. I must assume that.
\ f

!! G Now, Mr. Orrefice, if the plant remains atI J

9 i

$1.67 billion so that the costs are frosen, but the planta
"

3
,;.

is delayed because there is a suspension and we have a! a
,

i

| 'i i
7 9 remanded hearing in order to air some of the more complicated1 -

. . .d
|

./ problems here, but there still is an on-stream ccmercial
-

I 3
'

i i avai'1 ability by the end of 1984, Dow is still committed to
0 $|f

i
'

x,j! buy nuclear steam and electricity, is that correct?
,

4
l' ~ That is correct. ,' A;
i,

Now, if the plant does not get a construction
12 G

permit suspension but continues to move forward and thea

il g\ costs go up by half a 1,illion dollars, that could be a
'

4 significant change _and Dow m3qht at that point decide to:3 ':
'

! I
O'Jrenew one of i' ''- - .._k away from the contract?

M
| .

'pni A That could be.:7
d

*'

; :3 $ G Now, you mentioned, Mr. Orrefice, that you.S

.; t

'i . . agreed with ne about certainty, and you listed some of the.i :s :p.
.

-

;l j tisings that are uncertain about the nuclear power project:1 y, |
*

2; .h Consumers' ability to finance it was one, I|

i'l

22 f believe. Their schedule projections which haven't been met
!

23 : in the past was another. Their cost projections which i-
!

,,

i have continually gone up is another. Your difficulty with |u

15 their management ability is another.
,

|..

: : _ m . .v m m ,;;.: v , w . 7 ,. , , , . - _ _.mm _. _ _.m__ . _
...
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> .,

| !!
"

I bitl2 3 Can you tell me any other certainties that you
i 1y

believe are applicable right now in connection with the |'| V : -
'

t

| 4

.I nuclear option?
: ;

,

| A Yes.
..

|

[ Well, of course, onc uncertainty that we still ;r
i

!
,

have hanging is this review we're going en with the State

|- - of Michigan and with the EPA as to the re.=let of possible L
'

'

| '

|
- and not possible in our running these coal facilities which '

,

) .

| .
we have; because, in addition to the uncertainty of whether

'

,, -
,

-

/ they would last -- and uc've estimated they'd last until the
: .3

j ' . .

f j end of 1934 -there is a question of whether we can run
;,

i it

u f them or not or whether we have to take some very, very ;

expensive alternative for a very short period of tine- or,73
.. ,

j worse, for an indefinite period of time. -

|;f

t

. g- . Obviously, we don't like the thought of investing I

0 ,! !

| ;- . ! como major chunks of capital maybe to run for tiro years. }
i.

i - 4 Mr. Orrefice, would Dow ever consider any i
;

i
I t arrangement by which it swuld invest in the nuclear pounr -

.,

~'
4
,

,| construction of Midland of cubstantial sums of money? ?
3

g
.

,.. .-

q) A Well, I think we've been very consistent in this.e-
;--

. . ,

We've been asked for several years new to do so, and we !
,

,.
'

have said no.
. :

.--. . . -
.

4 : !
'

.! G What if I suggested to you that the only way"
,

,,

1
'5 the nuclear power plant could get built was for you to put ;- e; ;

,

p! up a substantial sum of noter on behalf of Dow? Would you I
.

' , .,

() *e

f. $(

1
.

- - - .. .. x w . a.,n n . n ,. .. w n.. ,. - .., ..
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tij
il

3
1 .i

'i,
'

tl3 i do it, based on what you kncw today? '

( / !,

''

, - A ~ Based on tha data I have, no.
I

s

G Mr. Temple's people, Mr. Burroughs and Mr. |
!,

.''
Schick - I don't know quito if they're his people, but

*l 3 he was in charge - prepared an.erhibit identified as
,

- ,.

5 Midland Intervenor's Erhibit No. 26, which asts various

e

!' - case alternatives. I
;

I'd li'te you to take a loch at that for just a-

'
moment, and let ne know if ycu've ever seen it before. -'

> '

.
- ;

1: (Document handed to tha witness.)- t
'
, . ,,

, .

. ;! A I don't believe I'have, no. j
i 8 i
'

I g As I understand that exhibit, Mr. Orrefice, !:2

u Case A is the nuclear proposal of' purchasing steam and j
i

2 :i electricity. Casa B is just purchasing steam, and Case C'; -

!.

uj is the coal alternative.
'

:.

d.; How, Mr. Cc=ple testified that based on $1.67
i 1
. |

billion cost of the nuclear project, that is, Case A, the ; I
~

,.

: |

).: ; difference bet: teen Case A and Case C, excluding any value '

.!
u .'

u ;J for uncer M aty, was about $4 million a year levellized over !.,

|I
.1->

,

e{ 20 years. ;
: 4 :, 4

|4 2: i He also testified that if the nuclear power :
,.

|
i

.

| 2: ; project went up to $90 million, as has been talksd about, I
,

,

u the difference betwcen Case A and B would be in his judgnent

: ', a push. In other vords, at that prica nuclear would have

'

-u i abs.olutely no cdvantage.'

, ,

l- 1

- |

|t |
e u = e2er"= +. ~:.x. w z m a .1-s :-~:maume ~- ,

< .
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i b. 14 s What I'm going to ask you, Mr. Orrefice, is the.

v / .,

I {d If4

'

following: Given an alternative between a nuclear option
t
- i

' and a coal option where it's a push in terms of cost to j:,
i ;i ;

I '' l
'

Dow, given what Dow now knows about nuclear and Dow kncus ;*
.

..

l'e t"
I about coal, would your judgment as a businaseman be to take j
'

t

i,.

*

the coal option or the nuclear option? |.
<

| |c;- )
'

e A Well, if we had the certainty of the ecmpletion
1 4

"
3 of the nuclear -plant at a certain time with certain capital,:

c. !! I think I'd still take the nuclear option.;

n
.!
4.c G But you'd raed the certainty? !

? I
'

[. A We'd need the cortainty.
. ;,

''

j .

{ G If you did not have the certainty of the nuclear
~

) q

'

; .9 option, i.e., that you were just as you are right now today,

l
,4 with your belief about the schedule --

,

; p A Obviously, if you have a slippage, then you ;

i

g; Lj don't have the same economics anymore.
I

;- G Are you informed that Consumers Power is. going
'

:.
.

; 5 to have a slippage anymcre? i

;
.

1 A Am I informed that they'ta going to have one? {,,.3e ,

.
;

'

I have heard that they might have a S-month slip in .the !y
:| 1..

i n :ji estimate, but I did not hear that that was a firm fact. In ;j ,,

|| ?e

| : |

conversations our people gather that there may be.anpther :
-,: ;

.

..4.. *
gj i i

|a .. s

r 0 5-month slippage from the March 1982 date for steam. 1n.
h .

:
*

ij G Co you know t/ nether the Bechtel fo. recast,'which3.
!~s

..,|;1stheunderlyingportion,agreatportionoftheunderlying !

.

.,

, ,
. .

.|,

!
+. t

.

;
' %b ' *D .'a.4. tg ', g *+..[ . f a , a 6 - . ,* _- - e * 5^$ #f .y- er.

_
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.1
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li

Mi-15 1 data for the 1981-82 data and the $'.67 billion, do you know :i,

/
! I I ;.

kJ 2' what assumptions were made in connection with that forecast?
.

"
: A liFnet assumptions? On ..''+ nature?J

';
'

; G Co ycu know whether Sechtel caccred that there

wouldn't be any work stoppagee y that there 'rouldn't be any
.

'

. [ strikes, that there wouldn't be any dmlay getting money,
|

'
;,

)- ; I t.at thera wouldn't be any delay in getting aquignent.
| ;.

I A That is my underst.'.ndir.g, that those assunptions

, have beca nado, yes, that thare would be no delays of the
..

" naturo you've described.:.

; G Eut thero would hs in effect a parfect world j
'; ,

i
j n [c between nou and 1931-827 i

!! :' p *'

,' A I don't knew if I would call it perfect. I never::
d --

t,

.

. ,

p; knew of a perfect world, but a goed world, yes. i
1 i
' I

| '| G Okay. Is that the kind of verld that Consumers:, -

! ;

'

': has e::perienced over the past years in building the Midland
|

'

> '-
Nuclear Project?5i

,

!
'

" A obviously, there uculdn't have been tho slippages -
7 ;.

,
'

;

! .f if there hadn't been cona factors involved. '
.-

;, ..

i',

| 3 ;| 3 What I'm trying to say is, as a businessman what
a ,,

h ''
,!.

do you know, if anything, that would lead one to believe that.

3
6 .

| 3 [ Bochtal can now ma'te those assumptions when they haven't been
f '

; applicable historically?
. .,

i.

a ii A Nothing.^

i :
|| \ .,

b a" G Mr. Tecple had a nesting with you in January

'
,

.

u

*

4 .

L i - - h. i A ' f7. b" .- * @l * * iD # Y - . _ _ . b
'

''
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,

.-S bltl6 i after the meeting with Consumers Power Company in 1977. Did !
'

.,

( j) ! 3
,-
' 3N

you, he and Mr. Ecoke discuss the engoing negotiations i'
- '

i 'i

2.; between Constraers Power Ccmpany and Dow Chanical?j 0 .

.' .
' L Tes.

~

G Did the three of you, or any one of you, expressJ a

j
*

a .

5 an opinion as to how they were going or 'hca far apart the- g

0
!- 7 parties were?

'

,

t ,

'

A I expressed an opinion of'what I thought of the .

:

proposal.3 ,
,

- - n j! g of Consumers' oropssal? i

! t

A Yes. - '-. .
-

7
. ,

I

n G What opinion did you express, sir? ;

(3 . !

u/ ga L I used the word that it soundtd like extortion j
i

t

i

n; ! to me. ;
> >

t,

;s i 0 Were you ever . informed that Ccna.aners Pow'er :.

1 F
i i

;j Company and Dow Chemical had agreed that, since thera was
!

-| a switch in the unit which would produca steam and new the
# | -.

[ electric unit was coming on first, that nonetheless'Dow; 33
'.;.

!, !! didn't have to purchase electricity until the steam was also;g
?,

on line?:. _ . _ - ,
,

i'

3 A That's been my understanding frc= conversations
..n.
,,

j ,

j n [ with our people, yes.
!!

. 0 G Do you understand that Consumers has now gonea
,

-2,; back on that agreement in principle?,

,

.; 29 A As I understand it, there is a question that the
1

!*

i

e

_ . _ _ _ _ _ _ _ . _ _ _ _ _ _ _ . _ . _ _ - . _ _ . _ . _ _ _ . . _
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!
i :

( ] rb5 - |- various alternatives that -- on how Dow could testify at ;

V
_'

i
.

these hearings, whether -- the first one was whether Dow was
,

.. >

0 ! in full support of Consumers Power. The modification of that '

was for Dow to state its position, as I think we have stated,4 ,
t

,

: !
s

0' that what our conclurion was, that under these circumstances |'
.-.I i

|
:

it is still a vihble citernative, but if there are any changes 'ii .

i il 7
I it'
! 7 e we may change.

tI

|!
|

I
.j 5 ! And he said the third and other alternative , if |

.F 11

P- 1 Dow took a position that it could not take stasm, but it |,

i -

!

0 '; must end this contract then, you are open to a rather large
j i. .

j : .' liability.
~

n
l n

( n: ij lie presented several numbers, too, that.I. recall;

G]/ II i
;

; particularly I think he called them sunken costs of $35013
!,
t

4-] million and down payments on equipment of $123 million plus
II

:s ] scme other liabilities we could accrue to Consumers Power.

.. .

. :*0 'i company. -. '

n e

I,si,

And when you add all those numbers, it jibed:'
:
. E. ,'

-

; .
.

:; :, with the $600 million wIiich had been mentioned in a previous
.

.

,!
-

, :g ;| meeting, which'I did not attend, by Consumers Power repre-
..

!i

r.o y sentatives.
{

.i
t

3; I also remember very clearly one part which was'

i:
p.2 !! extremaly important to me where Mr. Aymond said that if by |

:: i..

n !! 1984 the plant was not ready to supply us; I will let you
t' !

::.1 off the hock, I think wome his words -- I ..may not be quoting
'

s }| correctly -- to which one of the other mer.bers, I believe '

a.
e

:L.


