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|
PROCEEDING 3 I '

~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~
1

S1 |2 Whereupon,
.

1
^

* 3 UILEUR SLEM::ET' ;

i

4 resumed the stand and, having Loca prrric'.ts-.y OS.:- " .rn:

!* . e
'

5 was examined and testified further E.' follow -
:

6 MR. REYMOLDS: Ecs the Board had a chanc.: to

.

- .

7 look at the letter that the Depa::tment arbnit'd laat
'

,

G night from Mr. Lewis to Mr. Barger? !
i
1

g CHAIRMA?1 RIGLER: 3riefly. |
1

1

to MR. REYNOLDS: I gucss I wculd like to h rc.7 j'

.

11 that resolved today, j

!i

|12 Ohio Edison's casa is scheduled for ns;: ,;c i. .

I
and there is matorial I think if we could - if the 20c.::a |13

-

14 should determine that Ohio Edison io entitir.d tc ;
,

15 lock at it under a prctective order, they uculd 12.ca ta -

.

4

'

16 - it prior to the tins they coru:ence their cace. ,

4

i
i

.

/ Given the timing of co:rmunication and whatne- :I
17 i

it !

it would be helpful to resolve that toda/. ;gg
, ,

'e ?n f
; CHAIRI1AM RIGLER: There is no controter%gg

i
search of the files. The conflict relates to t'.m Orrvil:.e !

20
!

'

i
Ohio Power file; is that correct.

21
.

MR. REYNOLDS: That i:s corrcct.
; 22
3

CHAIRMAN RIGLER: The Board '..ould ':c parlecciv. 23 -

willing'to examine that file in camera and, irrenpactivoy

of whether we think the doctraents are confidential. uf'
2a.

|
' e

! I
e

,

I.

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



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

.

_ _ _ . _ ..
,

", l' I
.

9007
i

bw2

I
also be ' receptive to entering en apprcpriate prc:scuive ordar, j

2 ,1
' I would thin k the thing to de is for the partice

.

:

s.' 3
to see if they can agree on a protective order 7.nd te cuh.,i [

t.

one to the Board,.,

5 HR. CliAPl:0: That procadure is ccceptable to

5
the Departrient. |

-,
' CHAIRMAN RIGLER: I assume the people who wo".ld'

i 8 be examinign the file would ha the outside counsel for
,

i |
! O
.

.

and also for all .~tpplicants |Chio Edison; is that correct,
.

.J g

10 i Mr. Peynolds and his firm. I
1 !

II| MR. REYNCLDS: That is correct.
,

. 12
;-

i i

O fi

, <
l

1 ea i
l '4 e

_
g

!
3

4
.

r

'15
i ..

f 16
i>

i

I- 17' i
i

l- i
18 !

4

.

. 19
!

!- 20

21:.
.

!

i 22
4

1 O.

.M
I

. 24
i

,

I.
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t CHAIRiAN RIGLER: I would think, ns Ic:,g as a '

2 '

protective order provided that the 17fornn::icn co a.'.;' not 1u i.
e a 1

-

transmitted by any of the outsida cotu.2el Lsch tc, c:dficia.' c ;

4 b
of Chio Edison,that the purposas of :W. Lewin ' ', racp.Osu fcr

.. '

e i
- i

confidentiality would be served. j
g i

,

MR. CHIdCO: That counds reasonable. *in hr.ve no i..

7 i
reason to believe that won't be adequato,

f
8 i

'

CHAIRMAN RIGLER: Why don't the pr.rties try to j
i9 <

agree on a protective order. I
i

10 |
If you want us to 1cok at the dccrs.un c in cor. ::a

i.
11 -* I

we will. Without seeing them. |_t seems to ma thaymey be ;
,

12
sufficiently related to the general subject .:atter no tnat i

t

it would be fair and appropriate to let Ohio Edi.:cn corncJ
.

14 *

at least look at the file. [

15
MR. REYNOLDS; Also, I would assnzo if thera 7..c

.

. were matters that were deemad relevant to put in o % prc- !'
-

<17 i
ceeding, we could put them in en a saaled br. sis. !|c are :

1
18 i

amenable to keepint it ac confidential as pescible 2nt fo:- i
:
.

19 '
-

outside counsel from Ohio Edison. !,

i
20 !

CHAIR!!AN RIGLER: All right. !
i

21 I
MR. REYNOLDS: Thank you. I.

i *

I22
CROSS EXAt!INATION (cont'd)

23.

BY MR.-LESSY: |'
h

-gg- II

'

O. Mr. Slemmer, with respect to your previcua tacti-- |

25
many as'an expert witness, you indicated yo'1 had toutified

,

i
!
i'
J
D

e

._
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1 before the Corporation Cc=2ionien of Oh!.ahora in canncetica

2 With a : hearing to deternine servica arae. terrinric.1.haa:!.:nc. |
-> ch .:pc.:ilici.rf '* 3 Could you identify for us, ple.acey '.

t-4 th2.t parti':ular testir.cny and chn honring in ccl7:U.S *
r

e t

5 A. I don't hava a dcchst nurber oc anyching of chat !
.t
'

6 kind. This *ms, I think, the Oklahc c.a 1cgiclatura ra auiroc
.

.
!

7 the eorporaeica Carmissien eo acaiyn scrv1:e eracs. 2h2

8 conmission had issued an order to uha cc panica an1 ''
i
6

9 clectric cocps giving a basi.s for thtm to allocato, ,,

'

,

to set up their allocation of arcas. Each wor: prapnzing rapr !
i

.

t: for what they thought uac their arca, and the criar :: .s he.sc '
u.

12 on distanca from distribution fccilitica. |
,

i

13 The quastion that I stac ashad chcut --:aa a dictinc~ :
:
i

y tien batween the transmiscion functicn er.d distrihncici. '

I

15 function of cartain facilitics as they affected thr.: 21.unt- 2

i
,

- t

16 tien of area.

g7 G What period of tine was thic? |
1

A. It was around fivo vearc ago.10 -
,

i
G D you men'cor any of the coops involvnd? j13

A. I think all of the econs in the steta of 0%1r.h: ma20 -

were involved. The area that I was particularly inucrosted '
g.

.

in was in southeast Oklahoma and what used to be tha Scutb-g
1
i

g _ western Light & Power Company. It is now the Pualic Servico.

,.j Coc.c.anv of Oklahoma. -It was around Duncan and Lr.wtan., .

G When you testified before the Corporation Commission |,s

25
;
.
I

i.

.

, ,, . . - _ . ---
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cn 3 ;
1 cn whose behalf kare you tastifiinc.?a

!

2 A .Public Garvice Ocmpany cf Oklahon'..
.

1
.

3 G How do you go c'cout daca =iai:rg, 2 . .;1 ..n r ..
.

-

4

1 whether a practice is a snara?. imtstry m::c :ica? '

4
e i .

' 1e- A. MM_1. , it _4 a .' m- .. :-n....- cu*. .,+ ~_ _.t. ,._=- .=._r_-v.._v..- .a=. ~. ~~ c~ y . t. .'a _. . . . .
.

,

.
_

. - . . .. .. . . i

3 are using it. ., c,.cn , t ., ncu e r. any ap c ce..n o c.: ;..a. u. w a = = c.
. .

7 naya you have to have a certain at:2.bar of pacpla t.c.'ag u. I" !d

I
t
4

8 more than one or two or Shrec p2opic ara ucing it, .:aybe

,

9 t.ha*. woul d rW..t*. 4.t u- . .nc.. u ' m 5" ~> 'm . m .'. *. .4. e. . . . ~t ^t~ . ~ . . . " . ,
*-

: . . . .

>
.

., o on hon r.*v.,' caz^.3 ''+~ ~~w ~ :'. . ..-M...'. ..1. ' .n. .1 -". . " ~m--#'.'..' ' . . " . . ..". .w o . . . v~ .

,
8

gg ucing the practica. |
.t

g3 G Havo you made any s';;rvoy: to dc'::.2.hin9 h. r rn.cy -

.

i

13 people are engagin<i in a cpecific pr:chice er her nzny o;.: cou?. |
.

A Not in any scocific curyr.ic no. ., 4 ~ .
.

, .

G W"i'a'' en~'~4 '"e 'i w o"""e"~ *~i'~'e 'n ~ s vr' "' ~e *~ ' * "-15 ' ~ " " - ~~ ~ - '" ""* "--^"

mination of whetha:: or not c practice in a paart? ...nc;c .; - '

is
.

t

practica?
,7

5

,

A I- don't think that is co much - rall, tin o. gi-,

iG

. . . . >neer.4ng exnert:..ce, of course, a.c recognicana t.us wi.wnir.cr i19 - -
i

,

and operating practiccs and bc!z.g ahia to dafina .. . . . i
'-

0.,

,
.

!

think whether it in a geacral inductry practica cr n= 4.a -tora !,

21 .

.

of a mattar of onperience in tha field rather unan a ;nrticul2rg .

,

k'

*"7 "*" "9 "EE " "*, 23 j

G Sut if I underctand your anstrer, if rc:cre chan enog

entity in angagina. in a practics, vcu tzculd cons;.Iar that as g .

,

k,

.
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I general industry crectice.

2 A Not nacocIarily v.cro than cae. If a significant

1

3 portion of the industry is; if there ara ucn 90c710 that a:3 i
*

i

t

2 certTin ia doing a certain jcb and thrco of thca . ira doing it
e

5 uay, that would indicate sorc.a generality of that practica. :-

6 wouldn't c:cpect all ten of them to be daim; it tha scne .iay. 4

a

7 G IIow would you datormine that thrma var:. engag-ing

a in it the same way and seven waren't?

9 A As I said, I have not nade any sp2cific .surJay

10 to count the n m.ber of people doing it this i.ny or chat way,

g; From my general e:cpOrience in the industry, I hava e pretty
4

. , . - .
*-

gccd Icel or. hc,w people are ccang :n prol :.ngc anc tape 2.dr. i73 i
t
i

of how they are doing it, the bacic principleo. I *.could not '
13

4

say I was familiar with all of the datails of all ei tha '

1.on
.

*
contracts.15

4

G All of the details of all of the centracuc c:. ut.x. j1G
!

A Of the power pools, different power p001~:. j
37

l

G Is it subjective or can ycu lesh at the Jrci.creier {;g
i

and say because it 10 30 porcent ycu would any it in a gansr:.1
79

industry practice? You said three cut of t:n. i

A. It is subjectiva.
,

.

G If one cut of tan did it, it still conld ha 2
.

, , ,
t

general industry practice, as I understand cne of your previour.*
g

answers. Is that richt?
24

'

A. Under cortain circumstancos, voc.
-

25

i

.

4
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1 G If nine cut of ten did it another ny it wouldr.'t

2 be a general industr.v. practico?
r

f '
1

3a a. It micht be a caneral inducer.'r o.rnctice at .du .

*

I i.
4i memnt, but it might ha a practica that ic yoing on.: c!! uso c '

. .

I
5 sonathing of that type. I think n gener21 it.dustry practics

6 includes the trend in the state of ta art in the inductry.
.

I
t

y G Now, on page 17, lines 13 through 10 c:1 ycur

'
3 I tastimony, you state, "Most pool,arrangem:nts nich whicn I

9_ am familiar are promised" -- I'm .corry. ,

to Let's go to paya 17, line 22. 'Jc u c hate , "T.n.

.

>

., j; addit; ion the pool usually dncludec sera arragnmsnt for chi- !

.

's2 lizing the monbers' resnectivo burdana of cupol".in~v c aratira- i
v. s .

I

g3 CapCCity or Spinning rOsOIV0." ;

|'
;4 How, my qu stica is, ic the word "burda=" sc

i
i

15 you hava used it cynonymons with the i crd "coar."?
'

A. I didn't have in mind Onnetl'7 the cama th ng. Gb16 -
.

are very similar. To me, the burden is, I thinh -- p.2rhcp:: f. . , .
.s

i

e. butter word there would he the racconcibilit'f or tha ra mir: ,to -

?
.

ment that they do that. It would enttil costs. !gg

i

G It would entail coats. Docs " burden" raan more tn:s j20
l

"CoutS"? I
,,3

1,-.

I
A. I think it maans accepting your racponsibility to 1g

perform a cortain act, yes.. ,g, ,

i
i

G I am trying to understand your anmer. D:cs3

" burden" mean n' ore than " cost"?
r.5

4
4

i

,, . . , , - . - .
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1 L Yes. |

t

f

2 G If " burden" maenc more than "cest," |1ci? itouM vcu '

,

!

.- .3 go about I.a.accuring er datarmining the burdens so theh you could,

4 equali=e them?.

e
5 .A itall, tha burden iO the rosconcibility of providing

t

6 reserve. You equalise it by equalising the t count of rcaneva j
i
i

cad.2 7 that they hava to provido on some equitabic banis.

8

91

'

10

;
.

12

13
.

14 |
t
.

..

.

I17 +
i
t
,

ta !,

19

~20

21
.

.

.: 23

24

25

.
4

}
i

-

. . .. .-
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i

S3 1 0 Well, would the -- ;

bwl |

2 .| A. The burden is raally the uspencibili.cy ci :
*

|. .

3i providing reserves , r
*O

i
i~

.i. .The.cest ic a resultant -~ result c:? the .

}
O

5'' way thay provide it. i

e.2 0..
Uould the burden ba emiclized eith r.p;t.,och ;

.

to reserves, with respect to absolute cmounta cr in! 7 ,

,

!

3 proportion to something?
L'

,

a A. In pronortion to ccmethinc. j
.s ,

m-[ 0 What wc they be nade prcporbienal-to? 'l
:;
i

A I think I have testified in here that E chi.d i
;

i 11 i i
t

i

the amount supplied should be in properbion to un? = cunt c'' '

6go

i
. ..use.

. !a,, e
<

t,
J

-

.tn other words,'icu chould sunni"e cnd u 3 e c.bou t ;';.2 |i

1. . 1.s
. . .

1 :
a-

salaa proportien of the total reserve.$ 75
I

(L If equalicing the burdens in proper for opareni%f g

. 17 icapacity or resarves , as you have just said, why muldr.' b1
1,-

I,

it also be proper for allocating the coat of intercanncatica,.;,

.

'
79 '

o would it?
i

E0
MR. P.EYIIOLDS : Could I hcva that qu xtica noca?- !

.
i

'|
'- '

"tM ~

(Wharcupon, the reporter recd tha'

pending question, as requested.)
4

O ;

23 '
T'iE WIT: ESS : You nean the coct of r.dtiner the i-

i
I'24 ' interconnection facility ihself?f s-

^!

N
,

-

|
I
!-
.

4

-.-,.-~.,w... ., - - . , . . -y a _ , , _ ,, ,
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| bw2
I BY ?!R. LESSY:'

:
i o

c Yes.-

I
t

; 3 A well, I think in taa upacific cc:a a.*

!

4 equalizing the burdan of operating rcur ra, the inct that ;
'

.

5 you have equalized the burd<an of operating :esa.:'Jo that
,

!
'

G spacifies the net benefit er the ben 2 fit that i- te b 2 !

I
i

! 7 received from that, so that is nc leng ar a cessida; aticn.

,

3 In the case of making an interconncctica innolf, ,!
1

9 you have to consider the net benefits for all of the part:.23

10 concernad in ncking the intercennection.
t
'

li tiR. LESSY: I will ask you to reac'. that bach.
i
!
'

12 (Whereupon, the reporter road frcm cha
,

a

13 record, as requested. )*

i

; 14 BY liR, LESSY:

15 G I would like you to read the quastien bcch

-t '

..

IG to him and ask if you can'anover it again,tn'- " ' r. ? in.
,

'

17 terms of burdenn, as the question was posed, not bens.?itc.

ic. (Whereupon, the rcporter read frcm the mec;-d

i 19 as requested.
i

! i 1

Io BY !!R. LESSY:

21 g If equalizing the burdens is prcper for opinning
..

;
'

22 reserve or operating capacity, why wouldn't ic also ba

b proper for allocating the cost of an incorconna.:i:icn?''

'24 A Because, in allocating the cost of en,

25 - interconnection, you have to consider cisc the not henafitc,

!,

! !

. - _ . , _ _ _ . _ - - - _ _ _ . - . _ _ . . __ __ - _ _ . . _ _--
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bw3 1 ac vell as the hurdonc, inorder to provide an incentive
<

>
.

.

| for tha people to participato.2
,

i i
3j g-

4

.

But it is not nac'accury co do th:t in thr. cwu !
*

.

: .

, i,

4
'

4 1 cf rascr';es; is that right? i

i.

| 5* A. In reservec, the banefit in tcherent in tha +:aut j
4

I.

S yot: are providing the reserven you need to carve '| cur 1:ad !
'

*' I
with a cartain.reliabilitv.

, -
1
!

G The honafit is alrocdy e::plicit in the ita,.. |
1

t
4'

0 CHAIPRA'! RIOLET.: Say that cgnin. !i

10 THE WITNE.SS: I5 the cparar.ing raccrve the,

. ,
: i; 11 cenefit is that you are providing the reserve nr.cocaary a
e

t

!?, for the reliability of your cystem, so that tha banofi: . i
! I

q 13 not a matter to be considered.
i
i

14 That is already ectchlished. All that ic ic:?t '

f5 ! then is the burden part of it. !
i

|
..

] 1G CHAIFJW! RIGLER: Let ma h::.ar his r.n.r. var ona ;
)

I

n more time.

13 Khereupon, the reporter read frca che i

l
19 record.as requested.)

20 CHAIPJi?Ji R Gid:R: The troabic I'm t.aring ic

, 21 that your. answer scens to talk suddenly in taras et crt
i .

; 22 isolated system. Ycu are talking about establishing

2s reserves sufficient-for your own systen nands. The que;:t'.cnre-

24' - have dealt with pooling. It nae:".3 wa keep sliding fron ons
;

.

! 23 concept to another.
3

i
f
f

n ,

,s- 4 . - - , ,- - , , - - - w - ~ . , , --- , - ~ . , . - - - , . - , , - -
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3

1

!Ai4 1 fir. Lesay indicated ho stz.rted talhing abcut |

;: burdon, and new wo a: a ts.lking cl> cut be.ncfix:. .Ar.5 :han

'' 3 when he adhed you about then cuddunly i'.caons ysur anctar. i

4 incvsed frcn a pool cancape to a single syst m cc tcape. i

e

5 !!R. Z,MR : The quaut.icn related to c d.nnc::- t
i

c connaction, which is not c pcoling, and that is daa roncan
-

7 why he dealt with a specific cycr.om.

I'n confuced by your raforenec to a scal,;
,

because Mr. Lessy's question donlt witi: cri interccnnecticn e
9

and it was in that centcy.t that Mr. Siermor :acpend>5. |- 10
t

;
'Cf!AImiMI RIGLER: That in becausn na st:rtcd
0..

46,

on lina 22, which discuseen pool concepts.jg
< .

>

MR. ZA11L::R: The questien nr. Lessy asheil j] g
lwent from that pool ccncept to an inuerconnection, an d i c '.c ;y

;

in that sense he answorod ,
5 t.

J

MR. LESSY: In the conto::b of that quastic
^^

gg

of pagc 17 of the tastinony, the qu23 tion rcally is thog
i

same to say if equali::ing the burdene is proper . cr jg

|
cperating apacity or spinning rese:-*ie in a pcol con::c::t ,.

719
i

why wouldn't it also be croper for alleca~.ing intin112d
. 20 -

capacity or installed rocerver- in a pool coni.c.:n? |,,

41 :
. t

ITHE WITNESS: IN. answer is simpiv. that in thay.

first case you mentioned where it is operating recorva,. g

that the benefits have already been alloccted, eo that you
; ,,
- .4

i
don't.have to consider that any nera All you have left ;

2S i
t

'

(

1

i t
i $

,, . . _ _ _ _ - . , __. ~, . . _ , - .- - . . ~ , ,,
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bu5 to indicate is the burden. ;
)

!

In the basic of interconnection you atvo ,,;r.
,, .-

l
'spacified the benefits to be rocaived by the parti n , 0; i

. ,
s

i
$e

you have to include the benefita in you.c f.iru.Trianci n d
, '

allocation.
5

BY MR. L23SY: i
6 t,

G The questien I juct ached, though, limitad !
,,
a

to the pool conta::t, if equalining the burdans is prepar .
.3 i

for operating capacity c: upinning reservc in thc f9 >

<

| conte::t of a power pool, why uculdn't in a.'.cc be proper i
; 10

!

for installed capacity or inst.d. led recorva in the ccater.: ,
1,a

of a pcwer pool, which ic uhat ycu hava nautifi.:d tc? j
1,.<

i

A. This is the fi.~.,t time :: have conten uha inatallo t
i 13

~ '

I^

capacity concept. Mtybe I micced your quection. bc2 crc.
14 .

I
HR. 3 MILER: May I ach for the rcisrrnv,:- '

15 ;

i

to the testimony as to installed capacity and h *"'v' - '

16 ,
.

rese rves? i
17 ;

'" '
MR.'LESSY: The line ctarted with page 2.7,, lire .

18 |
.

In addition the pool usually includes ccme arru.g'en' j;
'

is ,

' for equalicina the memberc' rest:ecti'ic burdeno fc- - !
'

t

| 23 )
a

supplying operating capacity or cpinning recorv:. |
21 1

'

.

- MR. ZMILER: I understand that. Your caastion !

a
-

j-

,

you stated to Mr. Slemmer, he tectifi ed one 'eny c:: anotnar .j, ,

. 23 F

as to allocation of installed capacir.y and installed
24 .

j . reserves. I':a asking you to rafer Hr. Sle:.nar to that |
25 ;

.

I
e , l

t
f
t

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

< ~ ~ bu 6 1 specific testimony, if it is in your ques tion.

;-

2 MR. LSSSY: I!o tactified to operaci::9
.,

:
I

3 capacity and spinning rscervac, and the cuca::ica' ia

t

4 is, why isn't it clse app * icable tc; inctallad c pacity4

,

i and in stalled reserves? That ic my questien.5
4

6 Tile WIZiSSS: I am ic.1t at chic pcinh,

7 May I have the question cgain?
,

4

(Whereupon, the reporter read the pandin:;S
,

D questien, as requested. )
'

THE WITNESS: Cn the car.c basis that I h ';2 || ~ 10
1

'

referred to in the operatina.. racervoc, thic is'

i 11

|- 12 not equal in riegawcttc or in pcreantagcc, It ircgul
i

in -- appropriata to sone ratic of porvasien cud uce.
13

j .

Then it is cypropriate.; s ;g.

4

I

In the cace of the inctciled ccpacit" p .rt of '

15 -

i
'

it.
16 |

'
1

2 DY MR. LESSY: }
17 !

,

G Do I intarpret your answer that allecu.: ion of; g
e .

I prospective burdens is appropriata in spianing raaarc:c, ! fI9
,

.

1

but not apprcpriata in installed capacity or installad
1 10

r7sarves?
21

i.

A. They are both apnrepriata en the bcais of '

22 -

i

allocating it in prcportica to the -- tch burden in pro - |. g
>

4
.

portion to the use. !

I
G Now, let's go back. Let's gc cnc stop f t=ther.'

.f 1

1

1

- - , . - _ . _ _ _ . , . _ . . , , _ . . _ , _ . - _ . _ , _ . - _ , _
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bw7 1 If it la cyprcpriato for--cs you ht7e just

.

2 said, why isn' t it also appropriato ''Or stilocating u.a j,

ii

.

3 Cost of intorconnecticn? j
*

i
v t

. .: I. The interconnectien is ju;tified. Ze b "' c '
, ,

e, .

.

] 3! include more than spinning reacr.*e end inst:11cd :ecerve. !
t i !

! i

3 Inorder to cene to scme conclusica 2s to how thi ;
';
!

7 costs should be allocated, you have to consiacr all sf the |
1

3 things that have to be acconplished by th.w.
| ;

,. t, ,

; g interconnection, which includen a hest of cin0r thin ;s,- i !

,

I
-

to besides the operating and installed reservo,' t

:
t i

3 4 You testified yesterday uhet banc2in: chould iI

. i ;

f 12 ba in proportion to the conplicationc a nw ~ **- uccid !
!

add to a pool. |13

14 What proporticn is nacauscry, cas to enc, '

.

I

; two to one?
~

- 15 !

..

E I did not intend to indicata Ony fined reticn.
10 -

t

trTnat I had in nind was that the benefits chouli bc ancugh '

. . ,
.u s

!
to exceed the burdens that are put on v.he - both i.Sn ,

1
1

the members in the pool and the new itember. Se ht10 ,
1<

there is a net benefit of share sufficient to r.che acr.us !g,
|1

kind of incentive for the pecple to got tog:ther cnd do ce |
"

;,.1,
.

I

job. |
.2e. ,

,

i

Q Not benefit frcm the point of viev cf 20th ;-
_a

.

.
parties, not just from the_ point of niew cf cae?g

"

A. E' rom the point of view of all cf the cartist i 1

25 l
-

>

i .

!
i
6

I

< .

s -

_
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bw 8 -
1 conce.- ted.

' r
!..",

j After all ner. benefit,
i

;..
* ". CitAIPJ!AN RIGLER:Would rectipc of rWm'.tas ;

I

-
f i -

frcm the nw member be c unted as a banafin? i '

.

3 THE WITNESS: Ecceipt of revanna is a benefit.

O
I think if' it is just a matter of reeaipt c.~ ravanaan,

7 then some othar arrangem-int it, more decirchlo than c

'
'l pool arrangement The pcci arrcngo; tent ir tea conplict.ted

i

U for tha t type of cituction,

10 MR, LESSY: Could I ack <rou to Osd bac.'s his r: cue:r
t

II on my question as to proportiens?
'

g '. (Whereupgn, the reporter read tha record-

g o,, as requested.)
,

'

I

M BY MR. LESSY: !
t

15 G If it is not proportioncl, isn't it r:cIly
..

.

16 subjectivo, rather than an engineering nattar, to c.:Eusc ;
t

I 17 the benefits, as you have stated?
i

I
# :

18 MR. ZAi!LER: What is not p cportienal? !

!'

19 Ma.v I also ash if v.ou can u,ive us a r fereace i,

!
20 .in the transcript to Mr, Slcmmer's provicus tectip.wr:

t-

;

21 MR. LESSY: 8969, lines 24 and 25.
.

22 MR. ZAHLER: What are we talking chout,
.

, ' ' 22 not proportional?

24 MR. LESSY: Proportion of. benefits to

25 complicationc, as stated two questions ago.
,

9

4

1

. - - . _ . .. .- . - , . . _ - , . . -
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t Ncu, raatcte the qnestien dar th2 Wi= 2s a . '

bw9

. . - (Wher3upon, the rm'ertar rnad tha p:: O t >-. e

3 quastien as requer; tad. )=
,

,

a. . T!!E W2'7dECS : Tha 6.:carminctica c:1 ?c".21,

i.

5 benefits, total net benefits, including al.' of th coat
,

o and burden, and so forth, ic I thinh, vary rcach .u j
.
.

y enginacring matter. <
1

1

3; !?/ experience is,frca thorc cn i-v c c: [
i,

0' matter of negotiation.

|.o So that er.wh party facic they 1::;va gon:2n
-

.

!

n| somethign cut of it tha b:kcc it JorchW u ('er t2ra to ;

I
e !

12 get in. ,

.

They know what the total amount ic, beinc :.,
sa -

I

g divided,cnd they work cut scir.a kind cf cyreensut thna

dMde it in a.way ec provida evaghedy r_a inc :cf.vaw
15

_. .

to do it. '
,,
iu .

1

CHAIFFJ0! RIGLCRs Lat me hottr tiu first pcri ;fU, ,

i
.

his encuer, !
18 -

(Wharatpon, the reper cr 225d decn tr.e ;,g

20 !
# * * *

,

CHAI?}iA'I RIGLER: Frci:1 cn engismari2g n. eini en
A..
.,

8
,

f.
view, how do you deter: ino these tot:11 b.tnefits (tie.:h

.

lincludes costs and burdens?.

23-

THE WITNZSS: Of course, the clacuiyrd. 1pprocch
.ut,

is to sat un cur citernativoc,' either with th !.. 3
\..

C i 1

i
I

i
i
*

m --- )
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bwl0 interconnection or without the interconnectior., wit." nae.
s

pcol or without the pool, whatovar iL: 13 7cu cra cenpr.ria,,
..

CHAIPJDl1 RIGLin: Ehat is it you ar ca:-pe:::.nq ?.

3

You say, set up the alternativos, ilhat gcca into cas,3,

4 .

f "'l#75

THE WIT:lESS: I have forgont:n what h:.nd cfi

6 .

.

interconnection 'to cr2 talking about. Uc c:a ec1 king ?hcut
1

mahing some kind of interconnection,g

CHAIPJwi nIGLER: You say, e3 nn engi. caringg

matters, these olements are fi::ed. You can rendil'1g

1detemine what the benefits, cesta are, i
11 i

THE WITNESS: Whateter the intercenncctica la ti:r

we are trying to actomine the burcans and costs on, fou
1:,s

would set up- the alternativo eyctaic duvelopcont for thoto,
,

parties involved,with and without the interconnecticr., |4 15,
1

4 You vot1d determine the cost of the i:stancenanct?.cn !
| 1G

'

cost of the operation with the interconnection.
/

lYou determine their cost wilhcut the inten- i
18 i

f
connecticn to got a not benefit,

CHAI?JWI RIGIJ2R: Aren' t there cis. lost an ir. fir.ite
20

number of alternatives?
. .o.I

Maybe .that is overcts ted, buu cran' 6 du re clwayc
4

Several alternativos?.

23- ;

THC UITNESS: Thera are alwa's several citarnatives jf

. but usually in this type of operction you can got c
-25

4

i
. 1 __ ._ _ __ __ _
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bw11 satisfactorf answer by catting up your cnswer ers hty
1

much by judgment.
;

The refinament os the citarnatire ii.c ''' 8

- a j
wouldnot change the ovsrall e.n:ver. '

8CHAIR:WI RICLER: Docen t than go tr
5

Mr. Lossy's quostion? It becemne sub activo. '?:cre is ncj .

6

specific angineering formula.
7

THE UITNESS: That is not lay intarpreintion
G

of the word "subjectiva,'' '

S
!

- I thinh any engineering is en cppronjrntien,
to

f

I don't thin any enc.ineering .nroblem in solved doun to
|

11 *

the final decimal point, fuere in alt zys .wme cr .renimation.
T2

,I
That nane appronination in here. Th.? z.maur.t -

13

of detail you go to in the cnicul: tion in the on.;inaring
14

~
.

s

problem depends en the cdditicr.al ucrh ther': 1

15 |
i

you go to for a nigher degree of accurneyj it in j agti;ina ty ,
IG ,

t
the result you get from it. !

4
'17-

CHAIPJ1.%N RIGT2R: I'm having troublo uith
78 !

.
-your answer, A2 I underctand it ncf you atat:d cr n |

19 |
cngineering matter the benafits, burden and cents can ba !

I10
calculates with some degrae of precisien.,

21..

I asked you how you n.easure one alteractive
n>s -

' '
agcinist another.

l_

23-
I don't understand . shat any cf the engin:aring

24 -
components are..

25
.

, 4
#

1

*# **
,. ,.,

*

1
-

.

-_A



.-

-

9025

'
bwl2

1 If you can adjust the ccmpenents, that you

.

2 don': have the degree of precisien your ancuar |
.

i

3 suggested.'

4 'Isre the components aluays the ocma er u.rci ': hey,

.

differ from one alternative tc stother?'
sj

G THE WITNESS: The particulcr cc:1pensats
f
:

s '
mav dif fer f rom one alternative to nnother,-

s -
.

We are talking about bulk pcvor otpplya

in the pool we are talking chout.9

That would be the generatica and transnission
10

..

;; cystems. ,

|
It would include all the facilitiec in that'

12

system or in the alternative systans with or without
13

- ,

the interconnectica. j
34 t

Now, if you want to do a real precisc jch,
15

'

y u could make a project cut of it and nahe an
TG ,

; optimi=ation study for both systems, so ycu cc 0 ou>, c.ch !

;7

the best way to do it one way, and the best we.y to de in |gg

the 'odier way and conpare those.;g
!
'It would nahe it more accurate than ta:cing

-20

a judment figure one way and judgment figure c.no' herc
_1y-

way.. However you go in the study, is a natto: cf judgr.cnt.
22

Whether you should put in a little more uork to-

3

get a better answer,
24

2S
.

'

1
1

1

-_ , - - _ _ - _ , _ , , , . - ,- - - - _ ,,_y ,
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B'I MR. L3SSY:
g

I ,

q G Have vcu nade cny cetimisction studict ei':3 i
.

'

bw13 ;

rrespect to the CAFCO .?ool?- I.,
a

.

|
A. I havo made ne studie: cith rassact co s. 3

4
|

-

.

!CAPCO Pool. I
5

i

G Do you feel you havo dene a reni pracLas jch I

6 i
,!in connection with the CAFCO Pool?

I |
,

asGignO3nt . In connection liith tha C.'22CO Pc ;l {*t.
i

was to discusi general principles and not specifica in
g

i

regard to the CAI'CO Pool itself. -

10 I

g Are you in a position to radner na opinian as
g

to whether or not ths CAPCO Pool ccmpiics uith gancrcl i

*v._

indsutry practice or nts ..iards with respect t , pc.:, ling?
i

A. The only basic I have for such a judiacac iculd !

14 ;

be the f act I have read so.m of the contractc an-1 have ra..d |
,

15
,

some of the uritten material end description of the pool
-

16 ,

,

and in the things I have raad, I have seen nc Lin. thc.i..

17

indicates it is not.
18 .

I have not made bn c::hauctive study of in., '.
,

10 i.'
G Hav] you ctudied any of the roquant: fc:- 1

Iio

access to the Pool by cercain enti7.ies within tha cembino (
-- 21.

CAPCO comennv territeries?- -

c.,-.

, E

- - .4 No, I have not. I have ccen the proposed
23 *

license - -I don't hncw what you call then, the licence
24

provisions or something-
,

t
t
*

i

3

m_
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.
bw14 1 That is the on?.y thing I have scan in that i

2 connection. 1

i
1e

3 0 Pelicy ccnniements. Du.s that pracida .

,

4 for access no the CAPCO ?cwcr ? col?'

,

5 A 8I don t; remonber that it dces,

O I think it dcas not. |
1

7 % Whac -- you testified yesterday you ravio' red
..,

iG the CAPCO memorandum of underetending. !

9 You mentioned today that ycu rcviowed .I b'elic. rs
i

10 the policy statsmants. 1Tnat else have you raviued in

1) connection with your dstitony, CAPCO dcotrentc7 '

12 A I read their transmissica ngrecrent. I ;
,

13 read Lynn Firestone's paper on the reserva formula,. I
t
4

t
14 reserve cllocaticn, computer progrc:a and so fort:1, ;

,

15 0 Would you any that Lynn rirestessa:s papar !
j.

16 on P over N racervo cllocation is in accord vith induct:y? |
,

f

.17 MR. ZAELER: Did Mr. Sicmmer finish his cr.2uar? |
1

la THE UITNESS: I don' t rensabar tnything 21cc
,

19 I reviewed, j
,

20 If I thought about it awhile, I atight ceto up

21 trith more.'
..

oo MR. LESSY: Go ahead., I thcught von were done.a. -

'

THE WITNESS: No, I don't ransmher anything at23

24 the mcment.

125 l

l
1

1

1

, , _ .
*

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

bw15~ BY M?.. ICSSY:
3

G Do ycu fac1 that Lynn Firesten*u pc ur en {;
,,
-

P over N allocatica of reserves is in accord u t.uh qanara . )
,

.e
J

industrv n. ractica? ,..

i .i }

A I think it is, in this respect, M.:ea t'.lis*

5
formula wac devolcpad, it tra: :m adianc2xent Of the art.

O

It was the first tins this had haen applied.
7

People recogni22d it as that, and it hcs Scan
8

*

applied in other inatcnces.
9

So the general principio in accepted. I taul6
10

say that perhaps that that specific formula in itccif ir |
11

'

is -- well, it is not contrary te general .'.nduzery practices. l-
12

| The general concapt is a general industri
13

practice,
14

.ractics, bec.xr;-G It is a c.eneral inductr.'s p

15
two reasons, as I hear you. |

-

16 j

Cno, it is an advcncanent of the crt =6., parhrps i

17
separately, it has been adoptcd by othern,

18 ,
'A That is right.< .

19

C Who clso adcpted it?

20
A The one I speak of specifically in ths

21-

ILMO Pocl.

22.

_
O Isn't that the only onc? ,

23
A I think thct is the only one that, as fcr nc

24
I knew, the only one that has adopted it in this

2S
particular'forn, the principle of equalicing en the basic

1, i

- - .- - - .-
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j bul6 1 of usa and parcicipation, I think,. is generally af.cptad.
11

i
2

, 4 Did the pecl you xan ticned accpt i.: vea cic alf j
1

i

>
.

' 3 or did they adopt a varinticn? |
|
,

4 3. I uould guess it is a varic.ica. I cucid not-
i

*
,

I

5 be -- i,

I

U G If the Firostanc motbod e.ere en cd.vencur. ant

7 of the art, would yce considar that to qualify for n
,

8 gensral industry practico?

D A. We might define ndvcncement of the .irt !.n j
-,

10 different ways.

11 G Hov do ycu dafine it?
,

12 A In this concep.t, I would, because uh n hc ccue -

|
13 out with his methcd snd had devalcpad this program, ':he !

|

'14 people in the inductry reccgniced it as a uccful toa'. fc:- i
i
:

15 use in allocation of reserves. .

1

-

16 It was recognized. !
l

17 While it tch.n time to get it into actr.11 I
i

18 practice, it was recognicad as a batter ray i o do .'.; thca

19 we cra doing it ncw !
i
.

I

20 0 Ho'. Icng has it been cince ':.bc paper =ns
'

21 out?
,

:

22 L I think it is about ceven or eight years. .

-
,

'

23 Q I'm not Sura,

24 G Eight to ten ye$rs; uculd you accaot tha.t?

25 Scmathing cn that crdsr. !

. . - _ . _ . . , , m . - . . - . . . _ . - _ . _ _ _ _ ,-- . . . _ . , -,
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5 G Would you think eight to uen y 2ars .icu'.d !bwl7

2 give the rent of ;.he industry a rccronchie cppcrt.tnity to
.

3 adept it?*

! 4 A. I wouldn't.think eight to tan yas.rs, tact *
,

.

5 everybcdy would adopt it.

6 There are other pccia hera ad.ptinJ ninilar !

7 procedures, similar approachar.

8 G Which ones arm they?
!

1

g A. PJM. Tne Morthwest pcr.ter Pool hs.e t hind o2 -

10 basically Lynn's progran is an application of a

3; probability cotaputation to datermina uce acci probable
,

12 use, as a basis for allocating i e recpensibility tc cupply !
I
i

33 i t.

;4 That. general practice is pratty well rt_ccgnized,
i

I think.15
i; ;..

ES3 IG.
i

.

17

:
t

.

19

20

21
'

,

.

.
,

h

25 '

s

- . , .. , ,,, -. , , ., ,- - - , , - - . .
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EAK 4
ch 1

1 G Do any of these othar pcuer peela us: th". ? pcrtion

2 of the P over N in Firectone'c rath d au ha us.x .n? i

1

3 .f. .1, v.%. 3- g 1. 4 e . !.* . . .,4c h. 4.~.s v.. . c, n,. .3 < .>.....r.. 4.3 . i . 4. .., rg.w.1 m.e -

i
. 3,

a . s. .. - a.

.

t.
1 r e S D. e C h . I don't kn0W 17 hat you OOan h7 ?.h*.s ? .%. C: 'Y.ici. . i,

,

.n, sg., p..3. ., 4 <, n . 4sn. e. , - 31a 4,e 4 z .w- . . . . .. 4. r . ~ - , .s....4.,.,. e.
-. ... .. w. . m.t

pare the accunt that you supply to the ana=B '-h:. :rcu rocaiv% fG

i

7 In Lynn Fir 3 stone's forcula, the P is the accurx .v.ou m'.u..nl." >

. ,
r

a and N is the accunt you rocoiva. If you ?.cca;: that cofinition

g of 2 and IT, they accept that P .c. ortioni voc.-

10 a- ou~ '-s+1r~~-Ir -~ thr.w c +- .u m. -~
v * n ?~ : -;~~.~- '-

!'
- - - - : - -- - --

'

t
i

7; that/
.

t

A. Not specifically. They have no 2 ovur I:, hrtto 1

1

13 they adopt the general forru1.a. '

.i

y G His .#o.w..tu.'.a .#.<- o ove.- >.I .
*3.'...,-- >"* >~.Fs ... m o. .. . . .. . . . . . , . ,

i
and not adopt it?

|15

|..

to The urinciple in coolicc. tion of prchfilit comer,-A.
- - - 1

.

.

tation to determina the probable aced for 01:2 prci.nle 2;2
1 1

.

E

that a member will nuhe of a pool ::ssrva. Oci::q t .24 cc .1 i
'

gg,

.
h

basis for allocating his contribution to thas, ra.:ar ,2,
1G

1

n < = rm Ac<.~,. .e. = g ~. 6. .~.4 2 .~. = * . .. n. . , .=. . .r c .E. r_ . 1 *-.b} Th.=r s i.s g .-P gq =. .sg ,yw,g'.l o~ * * * * * * ^
..~ . .. u+ wa.. ,. . .g

. I
that right?

)21 s-
, ;
! 3. I think there arc oro then that huu, : gain, I h..va |22
i |

-

| .
23 f

not made a survoy. I think there are nera then that uLct uc - 1
|

,

it.g

G On page 10, lina 17, of your testir:eny, ycn c:cplain 2
,,& -

I ,

f i

I

.

t

.i
e

|.. 4

. -
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ch 2

'

'

1 9
'

the words " leaning or riding." ?

o
u

Is thic your cencept, or wha;:a did ycn firct ceca

3-

across these ucrds?

A. I think I first cu.2 neroca 'd.aca ucrO: in verking
I

*

.

5
with utilities where one utility in an interconnc.ctad systr

G
felt another utility was not holding up its end ed the burdon.

'l They complained about the guy loan'ing en hir.. ..tyba 15 or 20'

8
years ago.

9
% Can you point ur, to cny articlos or hnta or di.:-

10 cussions whero the concept of leaning er riding it, naad, chhcr

15 than the colloquial content of crebody sg.ying, "Ho'c vising*

1 ''' on me"?
e .

|13 A I don't think it is a defined to:m i1 r_ny - as
t

i14 far as I know, there is no clacsical definition ci th?. ton., i
i

15 I,no.
t

i
'

16 % Are you auare of any ongineering tonts thst discc.
.|
,

l _' this concept of leaning or riding? !
t
1

IO A No. It in not a defined tern. ,

l.
19 G Are you aware of any artic1cs, profascicnal engi-

20 neering articles, that discuss this concep3?

o
'l A No..

22 O Now, if one party is able to provide ::cra cupport
,

23 than the otherc in a pool, does thic necesacrily r. tan that the !~

24 others are leaning on hin or riding him?

25 A I'm not sure I undarctand the queation. If one --

|,

.

1

. _ _.
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ch 3 |
,

1 -

<

1et me ropach it to be sure I undentend it. !
9 1

.v. .=. e. . .., , . .b n .'.- . .*. 2 ., ,s '- . ' . - +'.a".'<.'. 2m. " v .'.e- +.. - .. i''-''.- = > ' . -
~ '.

s. . . . . . . - . .

* e ;
**

1

proportion of the rs:crve tlw.a the citar En.h ra in T.rugertica ;
1 t. ,

to his usa of the reu.rvca, that deu net naa.fca 2ri:.f z.Sar. ,;-

5 |
that the others are riding him if he ic w2ce,.uatn1r n :.:rmeec d +

,
.e. '

ts t

for that. ;

I
7 c

IG Okay. t-

a j

.n.- - 4.'..~.. .A -7.y c.p v.s e 7. 4 r, .a. - u .s. .m. ..p. y D. .. .:. . t.T..<2yn,n. e.j .s -> .- s ae .

. e v. . . . -- a.

9
to n. rov * do noro .a.n.=. co '~ cl.u..- c'. . . ? > ~ n .e. - ~ . . v. . . . ~. . : e. . . .~.. ..a.. .w.

. - . .~ ~r .- .. . ..

to
mean in fact the oth0rs cro leaning er riding or hir.? I,

r
1 s ,

t Not if tha others e.ro supplying thair r;;tir?.d j
12

portion.
.i

13 i
CUAIRMT.N RIGLER: Th.y ccu do that cither tiutor G

'

14
self-generation c: t5 rough purchcciug? ;1

t

l a- '

THE UITNESS: That 10 right.
.

16 i
CH7sIMO.II RIGLER: Do the purchaceu hcn to I.:0 fur

'

1s
other members of the peel? ?

'
1B

r,12m. zn.~ .w.~.r 3 n..o+ .2ec r.a.~i n. r h.t o. v.. .w. .e . ~., 4.n. u.--- r -

. e. -o . . . ..
,
.

10 =. col arrangements, i

j
'20

CHAI9lGI RIGLER: Rnfer bach to prrs 17, lina 10 i
-

.

f
i.

{
' '

through 21 or 22. You indicate thora that if th.s m.6'er do-se
>

9'? e"~
not meet its obligation, it will purchace itc capr.ci'y from j

* c

23 other pool mcebors to cover its deficiency.

24
From what you juct said,. co I take it that that

purchaca does not n cessarily hava to be frca cth r pocl
,i >

,

.

- - - -
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.ch 4 i
+ 1
* i

ned ers? It can be frca anyihara 21cz? I
.o. i-

1

'TEE WITM335: Thc final purch ca - - 1.: Onv htvo
3 ;*

not done it sce.s placa elca, Fhe final cattl' cont cou~.a he Jrcm|e
i ,

4 |.

other pool nambora. IE thay have a dsficiency, % 7 can p.

5
.out and prcvide it e.ny"ay they c n. '*f it cone.,4.n uf' car

6
sattlement, it would be from other pool c323rs.

|7 .

'
CHAIR:GM RICLER: Thora iG no n0003Sity nhnt SO fi--.

a
cits be satisfind from trannactiona uithin '.~aa paol?

TEE WIT.9E3S: !!ot unlace that in a sw'" +1nr Ucruich
to

; of a particular agreenent.
- 11 1'

DY MR. LESSY; !
-

!

1 n. i,
.

!. B I would liko an arwuer to nr/ cuestion.- |'
413 ;

A. My interpretr. tion of your quaation, cc I crn r.n m r i

14
it, is, if the pool ao a uhole hoc : su..plus cnf. :;na r.cr'oe.

1 15 ,. I
has a capability to supply reseries that ic not rcquiraC Ly _. '

i
16 i

j the other Inembero, he just has it. Thcy are not 2.acning on j
, .

17 i
.! him because of the fact he has scro than ho nccdc; ro, ;

.

G What I an trying to get to is, when sce; t'..a
19

leaning become a fact?

20
My point is, the fact eno has oncesc doncn't

21
necessarily nuan that leaning occurc, deos it?-

.1 No..

D
G If a party is providing more cupport then he rc-

24
ceives, but he is paid in money for the difforenca, in this

D 1 caning or riding?

,
e

i

- _ - _ - . - - -. _. . . . - - _ . - .- .
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! MR. ZAHLER: Area no enihin j :2:cun pcc~ c; ring.r.am:- t

,

4

7. or interconnection now?
'

4

3, MR. LESSY: This ic 212. in tha :::n.a.c z gevi. . [
-

4 THE WIT 3ESS: In a pool arrangesnt, ..~ ths 9;.rdiae [.

.

.!5 c.re living up to the agrearcat0 in tha pool c..:rr.p nuit t.ar:0
'

.
!

e is no leaning or riding in tha peo?.. That ic .:h- ;cle SecO: :

I

7 of the pool arrangement that praranto that cort c:. Ohing.

8 MR. CH?Gil'O: Could I hava bho quactirr.1 c-d. cxicar

q hack cleaso?' '
.

:p (The Raporter read the reccrd 2c r.irft.n.;ici.J
4

,t

tt
BY MR. LESS'2; j

i,

g p, O If you annuared the question,. I didn't rc': it. 7.
'

73 don't think you casuared the question. Coul6 ycu annuer tre - |
4

; g again? |
;

A. You seid it unn in the concept c.f 'a :g::1., ;;:. S . . |15
i

.. ;

76 concept of a pool, there is no lo ning or riding, nr. '2h ; j
1

ansvar is no. |,7(

Ig With rocpoct to en interc.7nnection,. .J.ss; 1G 6 033
i

fturn to that. If a party is providing mere etO9er:: but.n I.;gg
I

i

g receivez but is paid in r.cacy fcr the differenum dc21 ~. :J:2 |
1

21 call this leaning or riding as it occurrad?
~

.

A. This would depend en tha adcquncv of ti.a .w. ctr.nt. ,n ,
'

t

i

If one party is purely a purcha3ing party in cn intar nnsatica j. g
!

where he is purely purchasing recorvc, it bcconer e enc . ray jy
9

istreet, and the costs have to be allocated tha an=2
|2S
.

4

o

4

d

. - - _ - -, . , , - - - . - - , - _ .
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cho. - i'

i

! agiit would to any wholesala cuat:r.r. Tour bec'.u of pricin? !,
5

*,4 t,.cula .,. ave o u,s .4..;.u i .,,. o.....a 4, .; :. ,, ., ,. s.s wr. a . .. . . . . . - ...,...e. . _ . , ., ..:_., ,,
. . . _ . . . . . . . . . . - ... ..

.

t
3 on interconnection..

!

g I.a. a cool, 1:n.. t . e.s ,.m...".%.. - ."a > W. .. _ .~- . -~.e. ..r. . A. _i m. e. 4 ~. , ,*
. . ..

. ,

.., .
i

.

5 or riding to provide by contract that Enrge.c7 ct.pscr::
4

G rendered by onc pool :rcabar above Id '.:3rond tb cmTnt b i.
.

, -

7 providec may be bill.sd at a highcr ccct?

nx ,,.a< 4.a u- . .. , .::.,F....:.. : . .v. .- i. u. . .
I

3 A. I gcn u s ,.a. . u
. . -. w. t.

.
s- .t...~.. . .
.
!
.

9 arranger.ent in a pool. As I tastif*od earl;.ar, .. think in j
,

t

to all of the pools I am Amil'.c.r with thty ctrf.: Oct c: tao !
: :

11 basis that each me=ber in going to supply its p'Oronti'.Pcte :
.
:

1o, chare or. t2.e sp.gnn.4no reserve. T.eore 2.0 c.n. ..wat:..cn tacre cc c.;; i
y , . . .. .

. .
.

that.L
I
e

I
14 'yn * g.rrmp' I a ..}. ,. bY *y" I:1 v' F'- --:->4*'--- . '~'~"m>---" ' - * -':-- -- -= *-

.

t.THE WITNESS: Tha r. col, the tota?. cp.1:1:.;7 : 0 0.*.- '

40 -
t
n

r
.

!.*

15 spinning and-inctclied, ycc. t
'
,

' BY MR. LESS'Z;
i17
s

I
i

G s .go dmin that road, then. I thin:. s1= . iu :18 .

!
o

19 consistant with what vou ca.y at line 25, .traga 13, unon. trus ?
-

.

l
.

I

20 stats, "The proportiencte. una of cc:rbin2d reco:m as by t, cin6.; .

>
,

.

1 member system of a pool require 0 ths.t the nerbar cyctrr h:s/cc,
.

g available generating capability and tran::.miacion .?nc;ilitiec
.

|. g cortmensurate with the si=o and typos of their :2sp t .:tiva
I

l

| 3 generating units and Icads."

Is it your testiteny that a ncngoncreting citetric4
i

' i
L

Y

I
a

s - - - , -, - - ,
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ch 7. 30.37

1 utility with transnicrien could nou ha a con'.ritutinr ~rchor

2 of a power pool?

*J t I wculd net u27 icy could act. In t r.10 .be c 'a:ry'
,

,

.i special case.,

*
I

5 c. When you use thu ;crd 'tha c:enarauic: e.ca tranc--

O mission la required," you .neant c::06.pt in a .npIciil c0; 37
,

i

I

y A. I meant gonarally r::Juircd. Incidznttily- I mi ht?

3 mention that last night I had cecacien to 10.ch .t ':he .?PC !
i
I

9 dscision en thic !?ED002, arrangenent. !
I
t
I

10 G LUSCY: E I?Ill inter ECt th3 ''7i00500 h023* 1

;; haven't asked him that.
.

.t

i.gn w,s . engr.n.. cv ,,u, yo- a+. .,. . s. .u. e .. . . z. . . _ . . . _ ,<m __ . m - .

i
!

i s., to determine whether it ic relevr.nt, and than c s.ction to

y strike ticuld he in order. ;

i
CHAIRIGN RIGL22: I don't think tha 57itnc0c c;n i15 ,

,

!..

.G juct volunteer info.m. ation relating bach to recterd s'c !i - ~

,

!
tastircony. ;. . ,

is :

MR. AEI.52: It nav !:s relavant. |18
t
I
t

MR. I2S37: Then pick it up on radir. net. !gg
.

.

M2. ZAHLER: To the cusstior..0 - I d n't knc:. Sur i
.s t

.

1

I don't ces hot? tra can ru?.e unloss 170 hava her:d it.. I21.

CHAIR!IAN RIGL22: What tina the queshicn.g
.

(The Reporter read the panding quachien.)
|[ g
1
'CHAIRI9.N RIGLZ2: Overruled.m

.s->

,

I i
i
i

,

i

- . - -- rw , y -
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ch 2
.
d

3Y tm. LESSY;

!|2
'

C Could an c12ctric utility ?ith t'encrc.tiu. S'7c: no
!.3 .-.

.
transmission beyond ite can dictribui:icn b2 a ccatri%tuing

|J.
,

mamber of a Fewer pcol?
|

.

-
' i

.t Uculd you rc.pcal: the question. I,

(The Reporter rand tho _ ending qmction.)
-r
d

BY 11R. L2SSY:
il

G Could an electric utility L-ith g:ent:1tien bit na

9
transmission bayond its own distributica ha c contribs.tinc

10
member of a power peel?

t- 1
'E It i3 cenCQivnb.I.0, YcG.

1,,..
G Assume a poter peol t:he cico of CP300 cc:.r.cnad cf

'

13
four integrated electric utilitiest.

14
'

tiow, two er: aller clectric syntonc., t:cv . crc.icis .;. ;

electric systems, ono Oith a 150-mogawaten "20'; :::at runa at.

1G i

self- generation, and one w:'.th no self-genarction htt uit i
.

e*. }'' transmicsion, rsquesta pool muchorship. ;
,

. , . :so Using your ctandard of not bsnafits, rould ycn :_:...
,

19
that thera could be -- could ne'mr Sa a not bety.Jit te tha 17:01 j

3

by bringing these two municipal cystonc int o tho ;20l?
21,.

A. .I would not say they could never b:. Ic u uld hava

to be sutdied. You have a set of condition; herc thm: wculd-

.

23
be subject to study. I think this woul.d not he a gbner:1

24 case. Again, it is a special situation.
,-
'"'

O Could you ccnceiva of cc:ce not bcnofit baced en ycur

. ._
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i

ch.9 i

i general industry knculedge of tho ; col of hr'.ngiar thano t.ta j
>

I
*

.
6

2 systoms'into the geol? t

,
-

t..

3 7. I could conceive of se:.u citantica .co;c2 it r.ighn,*

4 yes..

.

5 0 If there would no sema not be afit,~.ould you *

6 recon:mond c::cluding tham from cening into tha cc1?;
4

7 A. No, if they pro /ido a net benefit and r.rc villing
i
,

S to accept the responsi*oility and mest th0 rcquirecant. thts I

1 think thev should h2 a marhar of tha cool.a 9 --

|

10 G That is irrespectivo od uhother thsy are princta c:

q; municipal cystems or cocperativaa?'

.
!

12 A. That is irrespective of thc.t, ycc. Th .t is irre - :

13 spective of the typa of ownership. ;
.

; 1

) 14 0 Is it possible that an elec'::ric ceility cc 13 c. fir
4

net benefits to a pool even if that encity had hoth no ganarc- ;15
i |-

| tion and no transmittion? i
- 16 .
,

A. I hate to ccy anything ic impossibic. ' lou yet ar.a
37

got it limited to whera it is hard to cca -(acro thern 9::ul-
18

be any benefit. |
.Ta. . ,

t

Q Suppos:e en electric utility had no g?tarr. tics or_.4
'

transmission but had interrupt:bic industrial icedr. Conlan'i:
c.1
., ,

j,

theiro be benefit to the cool h r bringing the nyctm into the i
- - -

|22
. . .

i
cool? I.

23 -

| MR. Z?_"222: Could I hema clarificahica en %3.5Mi
e

j Mr. Lessy manna by "interruptrble land' iff tharc ia na
t

i
;. .

.
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ch 10 i
3.

S |

generation? '
|

.,

u
'

2Ct. LESSY: The uitnus aircady anrrare.d th?
'> . .,

a

question.
*

4.

CHAITfhH RIGL2R: I rul0d in you" 2.v/a. ..

:: !

E'l MR. LESSf; i

9,.

G Ecw did you understcld it in yvar enet: r?
-

o

MR. ZAHI.En: I havan ' t h2a :d cn tulc".ser. If -(C2
,,
o

would rophrase it, I uould like to knmr*/n t it i ::aferrin.; :: .

9
MR. ICSS'1: Do "ou undcrctand the grl:chim:? l

'

~

to 1

T!!E WICESS: I don 't Enc'! thera ',i.: r cs . i
1

|11
CHAIFJITdi !C'IGLER: Start orcr.

f

12
BY MR. LESSY;

IS
G Suppeso the electric utility hn-2 no geners cion cn |

.

14 i
trcasaiscion but had interruptnble industrie.'. .'.c 5c. 2:u12.n :. '

i 15
there be sor.c net benefit to thn pool by brine.i ng thec.: c,J ucir.i *

-
.

16
.

e

into the pool? !
i-

MR. ".D.HLER: I object. f
"

13 ?'

MR. L2SSY: The quactica 1:ill to hc?: c: it hn70

19
finterruptable industrial Ics.dc? It purchaccc itc pm:0 at

20 !

the distribution level, and its cuot:rcarc crc al.'. ,

I
'

21 inductrial and they are interruptchie, and they have inter-e

ruptable loads, an m:ny industrice do. j.

!- ,

MR. 3;.HLER: Mr. Locsy is anying th: clarifipation j"'

24 is that it is a wholesala customer and it pt':chasac pet.nr ud.

l I
~" distributes it.

t . |
| i

.

6
, .
t

, , . _ - ,
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ch 11 'r
,

* t
*

i

4 ,3 . .. n. .t. o ~ 7 3... . .. .. .....n.. e .J. .A ~. . . y .
*

,

. .
2 .,.?c p. . Lu.".37.. - * ~a .

c.. . . . .

o
&e ,. z g j,.. - .g v. gy. w ., s.. n.O.. n o.. m. .:. .. 2..,.., ..a .a...,, . . .. . r,s. a.rw wa .

. . . . .. a . , , ;, . .
t-

-- ...-

|. -
O

f
th.,.n. pcc1 .,w.,be.r.a- v.4.4. :.*.*. s.gh. n.. t J :. i.. > . . . ' . . e. #. . .,..w. 4% .'. c. . ~. 4..,.. , , , ; , . y-. *

.. . .. w n .. . . . . .

4 .
.

a power purchaser. |
*

.r.)
DC FCG undOIStand b*.10 qu.W hiGn?

i
6 j

. re ; s . t.,,.:I,b. s a tn., .n C,.7 _.3. . a.3. .,+ :,-,
. . 1..

-r
& J

T E WITNESS: I under::t ind tha q1m.'tir.,
r.
O

}Q t.'4 yg g 1_5 |=..t.1sQ gf..~ .h ..r. .*. .: '. '.q .-.< *s . n. c.*n <'* O 7m . ,. .
i+ - *

.4 .
.e .~

,

9 |
;

**3u1' ha a * ad.4."ua n. ~'.r .. t.h.a .' . *. ..s. . 2 ~.= . .'. :. ... ... .! .. ~u , v. .~ m.< - ' ~ '. .=.~u 5L o -
. . . . . s.. . . -- ;..

10 |
s re muc h "..i.m.. n.'.." "4.o ."... o .r. .. ...n v. r..+'." > 9.. . e'u- ' . _ . . ". A. ^ ' . . 1

'
. . . . . ...

i

1. .

pool mod ership. |
'

12
An ' .Y.m.... -'';-r- .. n.1.o. ct 3 '. s.a . .. ... c,.w . . . . ;. v . ~ .4..M. . . 3. .- - c ,.:-< - ' '

.. ,.

13 '
end 4 benefit, ves.'

. ,
a

14 ,
<
o

'
15

"
t
9

'
16

t

1 I

i

18 i
i.

19 i

20 ;
i
*

<

ai j,

.
22 !.

.

M
+
.

1

1 \
:
#

.
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S5 CHAIRTWi RIGT22: I hr.vs ccre tro:'s.io :::4.:n ycur
I.

hwl 1 i
i ;snarple, Mr. Y.resay?
> ,

.n.
.

t

a .. 4....
..

- . . , .,. . . . : c: e. .e. u:.;.u. . . r.s. i.,. 4... . . m. . . g. .._- .. . . ..

2 & >

n .; . - .. . w . . _ . ..y4

e
., '

'
.' merhorship i:o the #ccl?-^

I j
1.

;

.yn. n ggf. n.i.. f ..n..-.. . , , , . . . ~ . ,.......e.....,r . .. . . . . .. . ~ . -. ... .... . ,
s

,

its present '.tholosal2 cuppler cud to W. th; 50u?'.cc !
a

,-

o
'

of that purcheso - through stcggerin.; cc::n- . uccioP.
| s

I fir. CIAR'lO: Could I c.ch i.? tha ? col tr.t.cr
4

i G i

ccasideration ic coordi.natsd da n:lognont, un t:1.1 c- |~

;
.

. 0
.

|
I coordinated operation?

.

'o-
2

|
MR. MS5Y: *ico,c3uch a: CAP':3 wa t.h-t : .:2a ,1..: .

|
.i

~.cn ;. . ;

.

s !

I don' t ur.nt to 6: ell en thic +:O c'

J, -

!
. d'a.

j

.

The point is it is a potential --- ;
,

# es

CHAIR!G I'.IGCT : I don't al ber.
i

14'

Ia., e., , .. . .o.A, n. ..,a, ,. o . c.

'! .
.10,,, '

O Meuld it be noscibic to harc a n:wcr .c..c,31 t
.

f

.n

!no

|
between two groups in 'which onc group did not cut ::Jmra

.
,

h. .
1 $$

:any reserves at cll?. ,

TS |

tc ir.t7 nc _ns.. . ii7. It is hind of hard for 2.2

10
i situation.

*O I |

I hcta no say anything in impcasihia. i dc.n ' .: i
, .,

4

|
..

, < . .
kncu all of the possibilities that cocid ba nJ..;!=2.I.'

;

i
; e,

4.4. The very concept of peoling ia that 7 c:.jhcO./i
-

. . _
o

i - puts cemething in 7.ho pot:. t

( ,,
.:

I O You could inagine rm intorecnnactf.on .2han;

' thera are no reserran provided by one p:r': , can:t yc t? f
-,

.

,

- ~| |
! .a
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sua s .,*

bw2 1 A How do you defina er. "intercannectic n"?

- -
U If it is just a tic cn to his f acility to sol.1 afn year,

!. 3 is that an interconnecticn? !

'E*
G What about the interecnnectica bat'arr:n 5/A cnf. :ha !.

5 South Central System? Do you hava knowledge of that? .

$
0 A I have a ganaral knowlege of it, I

7 g Wasn't that interconnection mado for ecc.:cuy

a intarchanga in coaconal pes'c and racerve.3 ;r2re no of ,

t.

D particular concern to the partica?

10 A It was nada prir.ari:.y for ac a;3cn .1 inurahr ..p.
.

!
11 There was an e:tisting intarcorrecticn bet'caan thepartie.y '

'

12 before that one wan nada. !

13 MR SMITH: Mr. S1cr;:cr, it - enld cecur no :e the i.
i

14 almost any pool of -- alnoct any pool,that che r sr.h .ro c c |

i I

15 potentials members are quita disparata in their i
t_-

_

1G systems, whct they have by way of gen ratica, tranuni;.sion ,

17 reserves, and that for any pool to be effectivo .:2.:

,

18 dif ferences have to be :aade up by nonay; isn 't a:.at r.run') !

|
19 Otherwise, wouldn't you n2ed abaulutcly idantical partic.iptnts;

t
:
,

20 IHD WITNESS: That is right. Yc/ar fiac:.
,

21 equaliziation is by payment,in any pool.,

6

22 MR. SMITH: It is a working part Of any pocl?,

.

23 THE WITNESS: Yes.
.

' 24. MR, SMITH: Nhatever enc member <200sn:t have, i'c

25 has to buy?
.

k

.

e

!
!

. . . . _ . .
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THE UITU2SS: That is ric'ht.'

bw3 1
.

y w -v .o. <p. ,-
. , , , , .ua a .

, *

,

G How, with referenr2 to che Srcith m. Sirmar ,
, ,

3 6
,

8 paper attached to your tactimony, dealing wi.;.. int.ar- i4 - -

4 !*
t

e

system contracts, page 622 provides %ile 'Sc crac.re.ut cannon |!5

specify -- i
6, ,

.

MR. 3721LER: i?culd you point oct *.fic.ro cn t'.10 '

7
pagc?

,

o :
1

MR. LESSY: Okav, ,

9 !
'

i
.

BY IG. L2SS'' : 1
810
i

G Botton paragraph of * * "at colon of 022. !

11 i

It providos "while the con'cract cannc: apacify !

12

the attitudec of future management of the ,

13 .

centracting parties, e'rery effort chould be cad.c nc !
14 .

i.

discouran.e horse trading treng the narties. A *? l.ina;nour
. . ,.

15
'

to share the benefits with the other contrce-26. parnico j
-

is j

is essential to the successful cperation of an intarccar.cationj"
, .

u :
.

Does that quota nenc that an -electric " 41''y :

p" !

l
: should be willing to charz benefits nich cn inta : .onnectic: ;
'

19 1

I
'

partner?
'

20

A Yes.*

.>.1, . .

G What happens if- one party is not villing to shnra
'

22
the' benefits?.

.

23
A. Well, in my experienca it has hcon that the *

24
pool final 1Y collapsac,

P.5 i
t

l. '
e

.

I
h 5

. . - , - . - _ . . ,
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bw4 1 0 Isn't it a fact that during your care:r

2 you have only been acsocic. tad with the apportic:":.sr t of
.

3 benefits in. voluntary type intercennectienc chat is j
.

t

where each individual desires and villing.in avraca-

. .> -

e

5 to the interconnection?

G A. I have not sat in judouent on s.nr iniTrconna : icn-

7 if that is uhat you mean.

3 I .have not imcosed any division on to any-

D pool parties,

!0 a ne instances uhere you hava worhed with reapa t j

i

39
to nking studi'es and apportioning the banafits cf en j

t

12 interconnecticn as you ha"e testifief., aren' t cose inchanc:a

lo., . onces in which both sides desired and willingly a7 read t_. i
,

i
the interconnection? I

14
;

"~ U U7 M* I15
~

,!I testified in the Cencumers' cc.ce ,
16

|Ncu, in that carc I'm not sure tha'am- * ' " ac s .1.,,
t
t

imposed or what it was,,as

So far as my actual experience in thu !gg
I

negotiation of contracts,.I think it han bcEn ei darg
*

they negotiated a contract or the thing fell 5:hrough.,

. 21

22
.

.

-24

2.S

.

.

. .

- - _ , --,m



9046

EAK G
c.g 1 .en.. u,:.cgv r ys' .. g.m .e ., a. %. . ..s. .. .f m, v s _ ... cu-:,

_.- .
. . .:...

- , ., . ,. . ..

2 your crecs oncrination in Ccnsw. crc.
,

-

-t1 i
t t

MR. ZELER: Ceuld v.on nicase .' ..,iva :n2 a .w. a .,
* '

a . .

9

,L

4 reference?.

.

5 MR. L2SST: If you nait, iu i] 1hac :' *:an -c.bcut to {
,

S do- I''- i s ~: ' ce "a 8 7 "' o ^1 " +-r ~ -< d- ~~ou- I'm- ni - 4 ~i e <- '4-- 1" '
- - - - "-~ - - ---~-!>

7 and continues to 8874, lino 3.-

f. 3Y M2. L2SSY:
si

o :'Ou~ at.i on .- 4- .'. u ,~o.~. n. a . :... . .%... ....~4.~..~~ 4-<- '" ' ' -

. . ~. ~. 3,y a :~

!

10 you hava caly been associated with tha appo::tiwaunt of bon 2- j
l

!

1
fits in voluntary interconnectione. Zen't that ecT"

'

.
.

k

13 Then the cuestioner was cahsd to e:>.7 2i.: "volun-1. -

i
tary." And ho e::plained it as ona in tihich each c.if.a vi?..ii-_cly ;L.,.

s ;

;,; cgrecs. .

I
!

zur: car t ms_ cny cu.a n arc M " M.c15
-

,

not be right.d :t o, .

!

My .testien is, isn't it a fact that 3 ri.:g % . ..;, .

.i
; I

career you have only been acsociated with z.y>J :r;tionmc :.2 .:IS
t

benefits in voluntary typs interconne.ctions,tcz.c la, .tcro .mch i,De i

side both desires and willingly agrees to the inheecennochicc' |0s ,
.

'

. t. At that time, I unc un ding on a cane whe:a I cn
21>

.

not sure it was voluntarv. I have to cualify n" unn:-ta:- bcc1uca.

* .m.

.

of that additional Consu:eers case. I a:n not sure hect * von.

23 i

t

would classify that. I am not sure of the detsiin. I, , , .
ut

G Uas that caso the Conaue rs casa?
;
,
i

|

. I.

,'
" *54

- -- , .- - .. - , , ,
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I !

a.soa
ch 2

-
1

A. Yac. !
2 i..

G Intar ennection vaan N ' accued tln ra - E' iY !
.

U
4

3. I don't rer.lly Pnou. - i

. . 1
'

G With the o=coption of that cra inutice:n z'cr2 cn.

.->2

interconnaction wa::n't reachad, icn't it a facc zhan in yo:rr
a.o

career you he.ve only bean accccict2d t ith volce:nny-u' .ad

7| interconnactions?

3|
| MR. " AHI.ER: As!:cd a:15 anctarad. W? '- In tho

'

%itnesc' tcatiraony.

10
Why are tra going over thic again?

.

t,,
4i i

CHAIRi!M RIGI.ER: Suctnin26. :

. o.s.
DY MR. LESSY;

13
0 Icn't it pocsible your nct 1:entfits ap;.rocc:/ 17.

14 !

enly appropriate whers parties have equal bergai"in:1 Otranzzi: !
.

15 i

and both desire tho intercormaction? }..
.

.

16 i
A. Ito, I think the fact thsy bcth dezir tha h<:2 - i

t
'

} *'/
connection is a result of thn apportion:nnt of i;-.;ncfit. t2

,

.

til i
provide cn incentivo. I have had caparicneo uncra BLO c hi.. ;. tis . :

.
i

19 irera not of equal cize or equal -- really not equal .:.n en:D cf ;

20 :
any way. Still, they emunaged to cor.a up vith cc trranger.an-:: ;,

''"1*

that would provide the benefito for both pu-tia.-: enough to

provide an incentive to maka the interconnection.-

1-

23 CHAIR!@.N RIGLER: Mr. Slcr.tcr, talking n little

#'
rara about this paragraph fres your article, page 322, which

i'D Mr. Lassy called to your attentic1, do the hansfits o' " !

:
:

I. 6

ad A

6. . |
el
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!
'

na a.w.

en .3.

1
. .3 4.nq a.s , ,.,t. .n ,., c.. p o.. . n. y ..r. 4.,,. s , i. .w. . 4, .

e-w -s n ... ~ . .
.

. .. . . . . . - . . . ..m.=~ : . , .3
.

..
,

~~ . . . .
.

,n. ,
'

of the parties to the pool? '

.
.

.,

. . + . . , . , .,. .; a..a ...:, .r . , . . <-. . nu.1:,r.,, . .I,n- , .c:. .
. .. . c. ... , ,,t.. w c .u . 2 uu s. u ..v .. ..m

,

,
'

.
i

, ; 6 % - a. the.. .n. .i. c. .. y M.-,.J.e * D.". F~ O .'.'' c' .i." n . #. 2". ,.' -.'.1.','s'..''*."...''I...*..'.~...'.'.'.'.~.~..". . . ,24 % u . . .

4

p.
+.a i

s :
.t. n. .g% o,4 s > <., a 4g t 4.c,.s. . y.n ..r ya s a.3 M .,. ..u2. s . . .n. . .. , L, .v r. ,1 c m. . ,w

.

~~ ..w
. . . u . . .. 4-. .

|

,

o<. 1

9. 4 g . %.s,. 4*-. . . 4. ir ,- t..q.. O p.Ov..: '.a.,
*

c.O tbCa.s 4.i O .. O a t.. . .. ..... - *.a s.f, .U1 m s. e . . ..%t. ;~e. . ... . ,

*/
a

i rsake the pool work.
1

-
L

3 ,

''*.t...'. a' ".4 '-e.,..*.'.~...- ' . " . .'.'"s''..''v-".'4''.C." ?u-"n''.r's.T '.O.I(.:. 'i'"n ' '..~n' c. l . -

.A .a . a .

.

0 1

,q, ity. 3 .. ..x . . - . , ...., n t ,. 2 . .... e. n .e. . m .e. .. ., . . . . .a. 3 !v.,,c.. a . he. .a.c ,t. ,..u,
u .. -. i.~ ... -

I
10 ;

concerned in that paragraph. '
.

.i
11

gg3 7.g y6 g.a.. _u w . ;,
. . w ,

". . ,
is. !

C''.Yn.'u .N Rm.,"2. .- * n. ".1 ~. . "6. %.. *..*s~.~.~= ~.'.v..'..s.~. n, '.3'..'. 'e n. , = 1W * *
. m e .

;

.e2 i
sugEcet that the benefits hava to be reasonP.hly Cictrihntd 6

4
4

14 , .. .

cnong t, o msmhers, or can one marn.ur usnr:2.t =..:- more. ,.:nm'..

t *
'*

ano*her membar?_c
..

.

>

, O,.
f i4

.:,.n- T n m. o x #.w.4 ,.i a.= . . w ...u e .4 ., :. . o ., . #... .,. ., .:- .-
.1.~ a a . w .. . . . .

. ,.

-

1
terance 2.n the croportienn.,- -- taa va '.t 2.c c .n.c.au nl..or.
- .. . . .. . .

. ..

.
"O'

the merchers, one mamber is going to loso hic i'..x.ntiv.:.-

. ;

I19 -

CI E R~&N RIGL3R: .If one nanbar baraficc to n f. grao
,

}
of 2 percent and the other membarc are her.cfiti .g t:., c dug ca

, ,

t

.*; ,

of 50 percent, that pool operation would not rcract your critaric:p*

|,,#''e'-

THE WITUI:3S: Uell -- i+

..
~,
" CHAIRIM RIGLSR: 3xpressed in this .w.rac.ran.h.

t i, , ,

u c ., .. '4 '' . mm, .C, ,.: hv a a~ . .r u. ..c 4 o .a.,c 4 .% - , u.e a . - .~. . s * .: ,, ,
.. . ~. . .. ...s u ;; . -

r . . . . ,,, cur , percent anc, :..,; parcant, .. trouJ.a t. .ai.u.g. .

porcencaga .1.n m'.nd. a ..

I

.-
-

;
;

t 5

- I' . ,

u *
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1

3U, =b 2
. , .

ch 4
. .

A' )

4ty
** I

.~.a .} * ,{p.1'i. 2 g a ..=.e.sa-] <=. .. v. . ?.
a

e.. t 3 e.l. s.. t.I>#. r. 9 ., r.m
^7 %(,.g f. .* s .-.a..i..~..*.-i... . . = :,. .- - - . . -. . - .. ~ ~. - . . .

.,

i.a
< .

. . . _ . .. ,, . . . . . t.& o n: 7... 3 h., col m.~., s ye ...:. ,., n , 2. : ..a_ . .n, t _ .. . .._....y ....

u . -.. u- ~ . , . . . .- .- .. .

* 3 .

he is willing to get in and do it, chan ic ic r -i .: Jc;.': cry. )
4 .i

.

~.. _4 e c ., . o. .

.iC,.oAv ,,e ai ,m.c.C.r.; .s, . vi .

.. < .. xa u.. . . .. ... -
.

5
THE WITESS: If.it i.: cufficiant to gi';2 h.43 t'lo

o
incentiva to got in and ruka the pool we:.t..

- .

/

..2 .
,1. . . .. : . . J 4. . .s a :.s.2. . -}. c.. . . . .. . . ,Cu.- ,m. u .h. O.v.. .* pv. .ou. ..s. . e.4 .. . . .

we Ir. . . ;, . .:. .:.

O
- - ,C... e.. . .s. _.,,a. ..-. .i ... -, ,.s.;.,:.....Op wJnB f1w., c. ,.O n g m ,c.,. ,.n. ,...,,. c.,a *

. .; . n ...m... .. u - .._ . .u ..e
O

a benefit? .

i

10
m==- u rn.m.. ~ 3 , ._, . . . w. , n g 5c.., e.a..s.n a. :. . t 1.. .t . s .:..., :r.- ,

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

u. . ,i
'

CHAI2ME RIGLEn: Ho,-:, you .tay cignii:;can L "a

- n.4a

umD. t.e. x .r..,r.u ~n . 1 n, , c,. .t. .., sJ 8.~ e- 4- >. , - - > : a
3 .a ..: a. uA v . :,r ex .

a.. .. .. ,

*

fa,
. .

idca that the benefit to cach me=her indiviatall..c htc co be '
,

.o ;
s

sufficient to cive him the incentiva to do hi:: perte c2 t:m
- i

15 ;
lob of making the thing 1:ori:.

..

16
02 AIR'G7 2IGLEn: Are you anying -tae hr b in- c

- .
h

significcnt hansfit? ;
.

18 3.p_.i , ea .,e.n. .q-mw 4, s.: . . . . . 1. .
. , , >, .:7g3 gwp.~e.g . v .m . . . . . . .. .. _ . . ,.

.
.. ,

.

19 !
scrething that will motivate him to do it, 700. .% nin, |

20 j.
"significant" is not a very pracice tor.a.

,

*)~1*

CHAIRIE! RIGLER: Well, the problau ! '.a hi.ving i3

that you told me sinen one tried to analync the distributica of-

.

23
bonafits, one did it on an siterne.tive comparison .tacic.

24
That is, ona-locked at one's cet-up without th0 pecl and

0'.5
moasured that against one'c est-up uithin the scol.

I
_
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[. ge.d i+ .,u .'. 6 o r.~' m"..' .M.. ' ^.'. ' 'o'.O...'.~..'.'..1....'- ^'.1."'..-i w
. . ... - .. ..

,

* 1s.
1

. M. .l ' a.~ ~- ~" "~s
,

. ,

4.'.~. r~ ~e,'n c. e.n.c.~.. us B ien.e. .4 '~v.,
.

,u ,. &... '.. m~ ~. . ~ . . . . - ' . . . -n
. ..

.

. , .
ob i

,4.g.y y.=t cni .hy 4.h..a. a. 4 '- ^.b. '_ t.. .~.~s .~. W. .t- ".'. a 9.. 4 ^- m..'.'>_ < b. __.t
~

5. . .". .'---
~ '

.- . ._ .. ,
:.

o ;
.

; suggested and,sti11'using your alternt.uiva tuncry,~;o .cu'.0.h2- *

I
.t-2 .

.
getting a benefit.

< a.
O

.gn .,,.L. . 3 ,.s. . . .: .: : , . . . ._ :,4 .: t. -. -.;~eo .i. a.on . .c.cc,, L.,,. ., u- . -
. . . . . . - -.f....- '. . .- .... ..

i 7
: with your alternative theorr.
.

3 i
,

THE iirIME,SS: M.e. a l t e r nti t i v e d e.o r.v. :.t *e13rc- . .
,

9
*

talking about dote:nining v.he total not benctius to all

10
=.''.at wai, ..%.. ". t r.m do.#n~3 vu'p ~ sop 1. . - ^4.'."., h.*.." 4. '.' . . . . ' . ' M.. 'c". ,' a. . ; ; '.

'
''

A .
~ u . ,

.

I1 ,

. end G tives.*

12 i.
.

9
4J

t
io- y

.. .

k

d a. - 6

*
tt)

,

j" .

r

IS
6

19 I

r
e

!

20 i
,

t
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bwl -' CIIAIRMAN RIGLER: But individu;1 urbara dca'
IS7 i

receive bv using the sana alternc .iva analyci: yn havee
n *
~

.
.
.

described? i. -
a i

THE WITNESS: After von dntarcino the bea*"4
4 -

s lo:: -

i.

.

averybody,the distr'butica of thcce benefita cccag the
5 .s

members is normally a actter of negotia'cica. j

Each membar will rche his can datornination-

7

of what his benefits are, and whther it is encu.;n to justify

i
his participation..

'

O

CHAIRMAN RICLER: But cupp:;se cae of i:hoaa 1.rba::2

.

determined that he would benefit lasc than the ethere i

11 I*

l

to a noticeabla degrea, but he voeld ctill benudit as>

e

12 !

opposed to not being in the pcol, at cll? i

13

THE WITNESS: If it ic enough te giva hiu the
14 .

incentive to get in, that is enfficient.

I don't think it has to be ahaelvc.:e?.y avevan
.

F-

!16
.

'
Stephen" deal.

17

CHAIRMTdi RIGLER: It could be unch :: ort:a than, i
18 -

4

not absolutely "even Stephen."
19

Thera could be enormous disparity in thi.1.,
20

.

THE WITNESS: This gets to be a bergain).ng-

aln.

position, yes.
'22

CHAIRM7dl RIGLER: All right.
,

2S
BY MR. L3SSY;

'

24
-3 So t ultimato decicica ac to whether or not

25

i
i

i
.

,Q. _ -, r r r . -c -.--m v r *
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hv2
there was enough' incentive to go fortard might depend j

.,

on the ra10.tive bargaining scrength of 'in perhac; cum 9 7y
- i

'
it'. ,,

4 jt

R. Not - I don't think thc.t was ttat ~ ' ' "naded ca 1

5 |-

>

. ;

imply. j5
t

IThe ultimate dacision is whethar ea;h party Enic;jn
G

that the bargain: that is arrived at giv-as hin ancugh.j

benefit that it is to his advantage to go ahead :::d de ic.'

3

0 If ha can e:ctrcct c greater hanofic .:ct doing'

T

D
4

it, then he is not going to do it, is he?
10

!A. If there in a greater benefit by not d ing
11 ,

I

Ithe cool in the first place, the ecol shocidn' t ha th2rs.
12 !.

- -

"U ' " " " "'

13 t

joining the pool, but hy not joining this particule::g

! pool he night fael that his options were graatar,. ;
15 ;

;- then he wouldn' i join the pool, would ha, nonwithet:.nf.iag -~ i
16 !

i
'!i the whole analysic might yield net benefits?

17 !,

L I have trouble with v.our questien in th;.c recucci. ;- i,

7o
|

If his benefit, not joining the poc1 is graator than hic
~

,s ;s
4

benefit in joining the pool, he hac a negative not bena fic. !

) 20 i
. |

| ' In ordar to have a bencfit, tha pool has !

21 i
.

-

t
-

,

to be better for him than his other altcrnatives,
m
h.

l
f

.G Now, en page 21, line 7 through 10. ' Ion state
.

that the . tendency was, e.nd that time frame was 1953,. ~65,

to . lock askance at a major utility that was not participating ,
c ;
_

e
6

!
,

h
a

41
<

.

g -.=w
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bw3 !

in scme pooling arrangenent in the belief that it was passing i

up an opportunity to sorve itc custcaars ba ctar e 1cuor ,,,
,. .

i*

" "** I
3-

Was that your viou in 1964-GS?,
-..-

.

A I think I shcred that viev, to scme c2:tanb yes,
o

G Do y9u have thc.t eclac view ac'.??
t

MR. ZAHLER: Is that hi.; vicu nct!, ac to Vhat

the situation was in '64 or his view nc97 today?
,

BY MR. 7.3SSY:
9

0 In 1976, do you have the screc view?

'
MR. ZMLER: As to what it was befo2:e er

11

today?

MR. LESSY: lu3 of tedsy, you uculd loch

i !
'

askance at a major utility no'c participating in scme scoling i
14 !

arrangement et ceterh. !
15 i

t
&

THE WITNESS: I would think a majcr ucility -

1G

that was not participating in some way in a coor .nat_d
17,

agreement would havo to have a pretty good reacen why ha

wasn't, yes.
19

EY MR. LESSY: |

20 i
#

- G Do you believe such cppcrtunities to serve
21

..

customers better at a lower ccst, quoting frca your lenguaga,

,

.should be danied to smaller or publicly-c in2d electric
*

23
systens ?

24

A No, I do not.
25

i
;

y mr - ---r- r. - w
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.

I

$'g<
bv4 g' Would you agree that a nebstzntial ~ !

1

t*) *

. b e r.a f .i. >.. o # cra 4.1'~~ a. ~. c4...': m.. 4. 2 +"..s. ak.i _' .i. y- ~ "~- m_'_..'". . _ - -
- ~ - . . . . . .

.
,

1
-

t

o

I* U' both svstems to reduce their respective renar ra m.r ;ina?
.i
!

4 .s:1&n , : a.4. .; s m., go m. >. 4. .,,. ., .; , , ._.s. . - .,_,,,p. . . . . . . ,.. ,, , - 1

.e.
,.

- .. . > . . . . . .m.. . . . . . ..<.
n. .

4

* ;
,r-

' to have 7articulars on, It r.tay_ he that zhe overa'.1 +

1

6 benefit uculd be .to increaze unit si'cc and anyba W-nc3.ly.

7 increase their reserves' marc. ins., You : onld c.a.u to c_et ,

.

!

: into the particulars of the planning for thth par:icult:8
|

9 pool.

W G Bacsd cn general ind::..stry 9:nchic2; :kz': =a pc:?h.y::.:
i

*1 o forward on an interconnaction carrement r.a.n.". ::.:ns co*-
-

12 achieve lcuer reserves? .

i

,! 13 A. I think a fair descrin. tion of csnn:clJ
l
.

3

Td industr"a practice, is that thay do a little bi'; cf roch. Th :,"
f
1

I

15 go to larger unit cize and they don' t t:aha all c:i .mair i; t
.

.

' IG benefit that way.
|-

17 'Ency also tahc some in' reduccs raccr1:. j
.
I

M 4 Is reduction of rese:-;e a substantial nc'; benefi -
,

t

-19 of an interconnection'in many instances?

ES7 20
.

21.,

22
.

+ .

M
1

.25

,

g y . , -. -7y.7-..- - . e - - - - - , -.



_ ..

ec *J a

EAK 8
,
'

eh 1 A Just at the tcmont, I det t ha'.'s any ~?ib".roa in
'

|
2 e nt or ,,,e.na. .r. u3a ,,,y .:u .. u,. .m..> o_1 ; , , - -,e....,...2.<. .c. . ;. .~ u u. .....,v -_ . . . . . . . . .. .

,

.f
*

3) is one of the things that hc0 to 20 con ^11CO 3dr da:IiniO917
f
t-

. + Q .T. t c.n. 3 o t.m~ ys .- E, .!.n. . .om 4 ;. S..n.. , . a. 5 . > .. x , ' . c ,_ . . .i-. m.,. , .-- e. m'
C a i

. . . .-

*

.

. '
I
4

a reserve fornula on the other pad.y ro Su;3 tha noccad ptrty i*

l

was not able to rsduce its raam.~;u 7.:argine then c ;;.o rentic;l !G

,

b

7 substantial benefit- totha secend pas.-i y :-tc".lu heire bacn negactic I
{
'3 wouldn't .it?

9 A Ic this in the contert c4 a 90 l nc c? i
|

10 I am not c>ure. v .m. .ee. ..~v.- .= . .4 r t'..^ .N.. . .' ". .' 's. 3- I. . .

,
:
4

17 G Interocanection v'e the qeimtion |
i

12 'A Interconnection ht.t. men two .osorle? I
.

.!
13~ '6 Yes. ..

i1 A one party is incisting if they cra icing'tc hr.2 |;
.

I e

i15 an interconnection the other party is geing ;c, hava tc carry j
.

..

| 16 a specific reserve? j
i

17 C Right. Basing that on cartain cLlc'.'ll: tin. pr
|

.

18 formula. -
.

I

10 A Tour cntestion is, doa: this ecprive cn.: pur:7 of.
{4

- - -

i . , ,

F s
.~20 4 t culdn't that depriva cne p2.rty 0:2 a sc.hential

, -

21 substantial benefit? ).

1
I |

'22 A It may impose. on hin a potential banT2ic becan:o
P

* '

23 it might incrance his reliability. The only acr. con eno party

i 24 would impose'a higher rsserva requirement on 2nother party r:cul<i
.

%

25- be to get his reliability up where it would be acceptable to the
i

.

4

||

. _ . - -- _ _
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ch 2 ,

Uc it mi.J' t coct hin non'q. |'
l h h.poc , to t 0 two toget er. a

',, i
'

as

' a[ Cn the other hu:d, it nicht ha i hsci: in uhr.t j
-

!
.

3 3443 re ga_u ,4s- .,7c. . ". d ..s. 4v..~-~.....'.. ''c.,. '~. ~ -o i.. . ,, 4 ~,.c.
.

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

1

-;. .

look at the thing as a wholc.,

t

I5 FM.u _,,ou ~4 dn .:. , a .,. ~ n.n.. . ., n. u : ,,a .. . .a s ., u
. ..a

.
<G .

. i
! :

1-

O Let's talk ci;oun a pccl. ,

u s, .:,
,s . t 4.,~. . , a,.; .. , p.t. 4 n u,4 O,,.o oe , ,,, . 3 n. ,. : ;e .s. -s. . . ..

..s . . . . -
. , ,

,- ~~ ~ . .

1

o . .
"....--,.4.".. iil lot' say,'m~.6.3 ". i., o_4 r r*". C3. .'a'' d ~. . o ^. '.-M. . '

,

,
8.

9 would like 'co join the pool ic to reduce oce- mr, whici:, vo" :
.

,

10 have testified, in rany inutone2s oc:: rs . I
!

e,

11 Nou, if in ce doing, the party Ucs ncd; blo to
,

!
1

1, reduca :.ta reservoa, the neu j.o::.n.ng party, c.actucc c:.
.. . . .

con 3. ,:. cayc.- .

,

13 imposed by CAPCO, uculdn't that depriva that party of a. I

!
'

'14 pot 0ntial 0.ibutantia". benefit? |
:
!

15 A. Not ncecusarily 13ccacco the only re.c::an ;ht t

|..

- i
1G joining the pool would re.ke hin ine aci:e che raccrvac i.: i.2 :. 9

17 recarves wora not adecuata to start with for :In;: ;;a 3. v;n . Ec1 .
-

t

;
'

10 have to look at the thiner es a whole , inclua.ing relici; .. i ,: .i .;c .

t'

, i

10 m_ r.i .-, . t
- ,

.

- 20 G Assume i;ho reserve is adequate. Ee 1.:cul<.i jict lih_ i
-

i..

- . - 21 to reduce it. I
!

l

' ?.2 A. This is a contradictory acataption. .if his roc: Ira j.
i
.

.

23 is-adequate, the pool would not result in his inuraauinef his

|-24 reserva.
.

25 Q. You don't think the CMCO ? cvor U 20ruula eculd
,

t
r

! O

I I
.

~ 4

*3. .

,- . - - - - - - . . - -,,--n. ,e.
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i

; .ch 3
1

result in a party haring sufficient rasarre car gia, 21 jcining !
;

.n. .

the pool,. to inarcace the racerra? |
'

3 i*

i,3 y. o g .i_f_. t.M. . .. m .i. .n. m.m c gp.s. ... f k._ e .- . .- a. 4.= . M .s.. M... %..u ,. .. .. . . .1 .
,

4 ;..

of the. Parties' -systen. I*-

5 !
i

4 on page 23, ctarting with linas 0 thrcqh 1::, j
G i

t

you indicate, "You must taha into accou:r':, cr.can cl-her tninsir., i- -

.,
J

transmission facilitics to rr.nho an c.ccure.tc avdecemu:4 c2
n
u

reliability."
,

9
L That ic right.

10 ,

G Does the cal'CO P over E nathod ha?:e in.:o cOcc e
11

transmission facilitics?

1?.
'
,

'
i A. The P cver E ic juct cne portien cf the to':21 GrCO

i 13
agreement. The total CAPCO rcally ts.h20 into acconnt thu

,

14 i
and 8 trancoisdion facilities. I

15
.-

1 16 i

i.
..

17 !
,.

*O
tu

.

I
i

'

19

4

20

21.

i

.

A.
l

y- i,
'
,

,

25 ;
t

6

t
,

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

S9

1- W Your answer is P over M dcac not?bwl

'

?

2 A That wac not ny answcri no. Th0 2 c~rer II .?o tan.. v. :
..

3 the way the CAPCO ucas it, is based en the ccoumpcion'

!

that transnission facilities are accquate pa: es 1. {
3.

>.

>r that P over N formula.

They' go ahead with tha trunctission0

agreement and they assure themacivac that tha trcusnirsic:'j

g is adequate

I would say it does roccgnica tranc.misci';n
O

'
- becauce that-i2 cne of the inputs to the progrrr:

10

Ct It does take into account, beccesc it m cur.Gs jgg
i

adequate transmissica?g

P. And further, the fact that the rest of !
g

the deal crovidea that that adec.uata transniscien willy. .

-: i
.

he provided.'

,
T o_

:.

You can't put everything in cnc ucol. Yo:. !
<

TG t
i

.

hava to have two or three tools to do the job.

P over N fo:mula is just one of the tools. I
g

CHAIRIM RIGLER: Neu, pc.ge 24, li m 17,. t'.m ;g
*

'
>

ques n s, does not such a fera.ul: which :: quiz :a ji. 20
, ,

a systen install a larger unit to provic.e marc },

21 .
..

.I
reserve, burdan'the small synten? Gnu in a chertaning '

22
..

of .the question.
4

Ncu, your answer in thct such c fo:: nin reflects i
e
4.,,

.the"encineerine. facts of 1.4 %s
-

- .y

!
;

'.
1

-. . . - . - _ .
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bw2 Are you suggesting that sun 11er syst2mc usually
1

install larger units than larger systems?
>
..

-
. .

n. My e::perience has haen t.nau a sma.,. c7-stem, !
,

3

just the econcmics of ai::e and no forth a cueil 37J cm 'erould
4.

! use units of a hiphor prcportion, highar parcanage of thei:-*

5'
total load than a large system.

3

In that recpact, yea, say install larger units.
7

0 Larger propertional units?
G

A Larger proportional units.
9

What eu mean, is larger prc_nortional unita,0 J
!O

rather than larger units; isn* t that right?
11 i

'A What uns that referanco again?
,

12
|

0 The answer to the question beginni .g a:. line l?, ;

13 !

page 24,
1.;

A I think the largor unit in that questien ::.fsrx. u i

15
to larger units than that system 'had been using beforo, ;__

16
in magawatt rating.

17
G If the large units can be divided c.ong acvor:d ;

13 -
I

small cystems who are directly interconnect or *:ho |
10 i

' |have transmission servico, doesn't that climinuta -fan curden
3

EC I !
'

on the small system 3 ;
- 1

c.1
'

a
.

A This is a, shall I say, a debatabla 3.ucction

-22
* at the moment in the industry.-

.

23
Ecw to treat a jointly -c.med unit in

24
reserve determination. In my opinica the right*.iay to

25

i,

.

H E

;
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do is to take that burden than the larger unit placas
i

hw3 1

on'the total pcol and dividad that burden in proporticc. 20 '

,

. .o*

cwnership, rather than take a particular picco a.d. u r.y , then. {
,

a
.;4

is a unit of a particular si::c. i

s.
f* *

!4 Ecw dcas CA?CO de it?*

a
n. C?GCO dceo it the lattcr way. If I 'icra tha

,. <
0 i

expert frcm CIJCO, I would tell them maybe tClay should j

7 !

1do that a little diffarantly.

-3
It is done both wa'f.% ,

,

i9
I

G So CAPCO does divide the large unic inte
*10> .

portions; is that right? ;
'

MR. ZIGL2R: That is to the Uitness' hisa !1cf.gs?
t

i

12
MR. LESSY: Any questicn cc to the Uitacas'

,

.
513
iknowledge.

14 +

THE WTIMESS: That is my opinien. Im .C hc70 s c.id
IS !

5before, I'm not an er.psr on hs CAPCO agreur.cne. _.

16 ;\

'there will be c: tother witnacs , I thinh, .the can ;
17 ;'

tell you all chout CT200 -

t

13 i

BY 112.LESSY: ,!

i 19 |
G That is vou: understandina? .-

f

20 '
2. My understanding is that they do it :n t

--

21 !
-

proportionate basis. I !

'22 ''
.

O. Why is it an enginecring fact of lifa that
.

23
CAPCO can divide unita among small .syctccac tilc: cncil

.

I

24 i
systems shouldn't be able to?

'

-
.o

A. Would you refer n: to tho tacti=cny jo2 sre

r

'|
t |

|

I



. _ __

E061
,

I speaking of?
i

2 O The answer, beginning en line 21 on.ga<;a 3., i
.

i
!.. 3 A May I have the quacticn again? ;

4 (Whereupen, the reportar read the.

5 pending questien, as rcquest.ad.)-

G MR. LESSY: I misspoke muc 31f.

7 THE WITNESS: I think you misapeho.

G - CHAIRMAN RIGLER: Let'c not both talk at

9 cnce.

10 BY MR. LESSY:

11 O Why isn't it also an engineering fact of

12 life, if CAPCO can divive units c . tong themceives , c;t:ong

13 _the members of Cli2CO, it is controversial in the industry

14 as to whether small syatsms should be abl2 to ?

15 A. I don' t think that is uhat I said. I caid
.-

16 it is controversial in the industry as to .:hether the heut

17 way to handle it is to divida it among racerves,

18 as a piece of . the unit and set it up as a separata

%*

19 unit of that size or taka the total burden impcsda on thu

20 system, as a whole, by that unit and divide if.ut,

21 I don't .think there is r_ny difference in the
.

22 way it would apply to CAPCO cr omc11 systo:ts.
,_

'

23 It would be applied in the same annnor,

24 MR..ZAHLER: Wculd this be an appropriate time uc

25 take a breah?

._, . . -
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1 ,, CHID.TOli RIGLE2: .I think cc, ,

t
$

I '

-

p. | (ROCO3:3. )
<
-

.t

3 ;*

2. .
s -i ,

!
i,

1 .

5 .

i
,

- Io .

!

.,

J

Im
u '

.

!

l

10 -

1

!
r

av
$\ ,

)

!

1 *.>-a

t

13
, ,

.

I,,

I4 ,

15
..
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e/s

-

IB
,

19
; 1
- |

1
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w . . y ,y .s.4 .. .w'. . -w 4 ;

1

,
. Iv ; %. 4. , gs.,,..g : :... %. .m. . 7 , . < . . , , . .: uo.. . jg. e o$x .- ,3 c. .,. p A 1.s. 4 3..

. - .
. w ~ m. .. ... . . , . . . . . .,

i
e
'

. .. a a., .. = d' ~. " ' *. ". .i. t i .# '.l'.=. c. " I..."." " " . . ' - " . "-g eg. wv oce_n7_ e7, '*
. . . . c. . ;

}
. ..

h.4 at , , a.. t,,,. w,.:. 4.a, a a a< ".s'.. .. .
*.~ .: -.s,,
,m

A Yes. Yas.g

* ' --

m. .. 9 7.4.~ ~ .l.a y ''-. 4... ./.:. ". ,.r . ." ..r wog.1.d .*s. 4.im.. t o .h. r."'.-. . <,g . - . . .

,
.

t.

.
- - . . ' . - > , . ~ . ~ . . . ,1'W. a"" .m. 4 - 'm

.9 n o '. s u .'. u* Wu 4,. .cu .ca.ct. bv. o. <". '.s . '..'a.. . ~ . ~ .^

!

m FM?* o d4 4#cagg*ag bMo m h4e *

"'t" ip - - g - -- " - t M - * ' . w

'.0 ga g.* ..w-~.n -- . ~ . .' - 3- - ' - - *** - - ' - - - - - - * * - " - - - ;
'

*''4
.
i
;

his price is higher, yes.-
.

21

C. I will accept that. |. , , ,
-

t

. .

.. . . < - - . . .
:go .v. wou.,_w ::e an . ,:. ,., +. gs . o . . s._a .n. ,. . .u.: _ .a u

. .
a ca. - g

pool . if the supplier,as the tem 7. unad, in ':h'a pcC., th. ;' y-
,

person to whom the economy energy is enchangad er scid :o hc6 |-3 r.-
,

1 i
,

k
*

4

,

n

, , - , - --.,? ,- w-
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1- higher generating cost.

.

f
* *-3 A g,.g.. }. y .=.n. 4 m.. ts.. v. .n .{. 4.a.s. .s-.4. ?c .m. J.o.h. -. . . ,..N....~ u.. T

~ c.=. a . r. 3..s.. - . - w... . ....w. ..

.

.
-

.
~ ,.p v. . . s s ,u. 3 .,. \ . . . ,.q :...y 9. . . :,. . . . ,21. nw.1. - s. ,, C D.,r 11G 2,2,* o .s w .. . . . s. . . . . -a. <..n. . .rs.- s. . . .

_

(

.....i.w .C3 %O 1.#a S.,. . .m.t n.d: 1' , % ;, ,,: Gib,~ . C. :. , ..s...I W2nt s.s,. : ,. . ... . . .. . . .

u .. e. . . . . ....:.....,. .
i

- r

e.4.,..-..,-,-. T.w . jy C.o n < t b 4 m*.. ., O ,a, s
.. .y -3 b v 4 .n,1 7

.r*J . t . ., .. . ....:....- .
.

.t
. .

I

?.< .< r.,*.*v. .- gy.sy c' . =..o.. r.. t.'.w. :,.u? .%. r n.. 7:~.n ' .s. .-- -- tQ t?.e nt.*e. rs.v fst.1org k..s % > yp.
*

1,
.

. . . ~. . . a u. .: v. s < s .-

.

I
s

would be for everibcCy to havo Iow r ccauc.
h'

-r
*

I

-

..p .g .t.a.r%.. .'.1. c 53 g v.on hg.,y 6.a,3.t 4 >.21 #. 3n p . <..,:3 '.> ',J, f 1. 4.p +v- s . . y
3

4 w. . . . .

!

<) tha'- ir. vou*a 7.n, ty c~eA 4.c.f.a.,,r.r.t.S.~.1 4 ". 4.' .o.t '..'3 .,'..". -* d '.'.-*..^.'.~.',',"*.4..C.'.,- --

. ; _ .
- .

I 4

to i program requirce r.ctual bene ~ita. And tha two rc>.;uicit m -- |

11 }.Q * 'F A HI.""'n * Cag1 d s.,vg .1 i r~+ ~&c "m .?. A'- .e ' .v.s -
--

- L~~ - - - *
.

- ~

,, the~e h.c ta. b,e ". utuai k,e... f.4 u.., .". .. cr.1 &. .. x. .. C .. a .- - . .L .4 ~,.u .>. ' a- ,

3, - - .

a
' 8

2-m * Is5"'-'cv * I" -i - ' '> ' ! '9 n":''-'' "' #'
-

c ' ' "' "'' ' ^' ''#- 4-- Cm i"': ~

T3 ' ' - ' * - ~ ' ~ * - ' - * ' - - '' -

1

#s to %s~ m u *. ~" *.' .'. "e k .. f_#c~ia'a .w ..'.1 c,- r J- ~ <- .w"1.'. ^ .. . . ~ .s . . -
- --,,1 .

.

>

15 MR * Z n.P-~. ''~L- f--' *- "4 -* d ; *' '='^ "- "~' "' ' d' v " ** *- 'c- '~-- --- ' - -- -" - - -
i
4

3 ., mutuala'.'/ hoe.. f.i.c.ia'. . ".a. . th.. "1 ~.4.m~ .:- "w.l'.a co.~' 4 4. .._# ..".. ." . . . ~ . '. 4.. .T ' *. .. .. . 3 .
.

;

1

l'o would be mu"n a.?..'_v, .k. eiw.. '_".. .>..t. . P. .'_'- .4 . M. 4. ' ". ~. r,.".- " . . . ~ _ . _- . ;

' '

.
.

'"-
. ~ ,

1

.-

qu=_ *4.,r. v,ou aska" Y "1 c . ."3 o u r c'.e _" .a. .' ~ ..4 .. . ..4.. ~- ~. _# .' s :. .1.-4 an"2
.

o-;g- .
. . m.

.
:
,

:9 meny. t
.

i
.. :s.g g. 3. v vi.n g A .g 23.s . Qe'3V . .*8

,.g .
.

-
,

!

I would like opportunity to finlah the quz.s.. ion !
'

,I ..
4

1
before you object: to it. |a,

1
. i

:

- B*I MR. I.ESSY : |. g
.

0 In the conte::t of tha correction as Er. Sahler
.j,

pointed out, that two requisitcc nould bc ona---for r.utual,.
r_3 .

1

. -
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tv2 PAG. 4. 4. A .'.a .,p g.1 f. *=gv.2 , vp.es .r. .S J. '* 4. ,, * e.~3..-. n *? = = =. u. .,'t.s u. . -4. % " .+s .s4 y;..a i.n g.< = . ?*

a p eue . . ,wa 4 +< .s . . v .~. i.
,

.

1
n. b.y v ch uyghny. ca.w. C...t. m. .& qf . .~.. r c.. .a , %+,.e.1. : . .n t.. .2

2 *
. ..e, ,

.~;;; ...}
. . . . ,

iv . _ . s... . ., . . , ,

.

L
i .n. e gv s. ..

4..s. Cu:: .,..r m. w.4.c... .. . , . gn,, .e. , 3.,
.,.,-_..>r. . t., . s. 4...t,....... . ; e . ,.2w ,.- . .<.u;

.. . 4. ., ,, ,,.u <-.a . . w ., .e .. ..% .. . ..

J

4, in genercting capacity over a cignific2nt ?.:icu c.i d:?,

I,
,

.s'* *e . m { Sy.g *l.1.*f g. 4. .g %..\ ., .'I. % .3.,a ..; - .. . .5 gy,. , -

.....*J.s .. . . f.. *
. . . * ** a fy - . . w a- -

, .~

;0 .,.4. . 4 , eJ -,. J p. u- w.:.w, .4 ~. , J.,..,
e . ,%su- ,o se a, av. a*-.m.,,. g s.~..s,y*,....-m.. ,, .,

-. . .,. C ,.. c1 .. .y,3 . ,

.

t
a

", S* "s ts#Cn p* OCeT.s .h.a:- d 4 6.. .T r. . d .~.p~. t., g %. . w . a.> . .- . a ~w .. ....,,+..,,~.u.....-m ^w 4- a -
. .- . .

d, y a--+v bv c i t ** e s- s r ' .' n'- o := - ~- - - - ~ o ~' b ' . ' ~ ~a' ' - s~- ~u " ; O n-a - - - - - - - - - ----
-.

as*ric''ic'to "b ** "a o- ' o"t - *~ - E 'v * = > ~ " ' -~ '+ o 4- r:' ' ~- ~ "- '-''- ~ -
D - ' ~ " - - - - - -- ~

.
- ,

.

1
~'- i

10 elimisating. acc*s t. .". "a . ^.*..- ../ o1+.. .'.'. .^.~. .. u~ . r - .i. .''.. . . 2

f-

.
.obwar cucply. Ii ..

a

t

p, ' In that inctanco, :culd you ctill ha cf .h opiniza !
! '

13 that the smaller entity shculd be pr cludad fr,:.: particip a ci..c , j
.

g in staggared construction boccurs it didn't hnva cu"ficime I
J

.

$

loa.d crcuth?,5. -

,

h'ei

'L I *"''d -P'' tb'45 i s c' ^' tt"' m* ' l i"~ '*lo'- M>- - - - - " ' ' ' -'? "
r'

e- '-
-'" - " -;5

(
l

. . . . , 'uisa...c c:. eng.1.neer2.ng econo:r.ca. .:. acn..c ,::ncu ex.:,. -- a ein.,:.: arl e

particularly why a .tyctar. decan't hn m a icTi rrn.01 or c.cnn' cg

{-have a load growth. ,g
I

Q- Ha';e you finiched your anmar? ig
|

' L Yes.
. 21 '

G You tectified that if etaggared ccustrcotion i.7 tog
.

be mutually beneficial, there are t,:o reg:isitas. Cna, etch.

3

system must have sufficient conter-platt.d loca gro.itu. and, t::c,3-

each system muct have the cbility to construct unite cf
l'2a.. .-

i

. __ - . - . --
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1

sufficient cica, et catara.
.

I
d.,t

-a

t

'

My quastion to you ic aupper. c '70te:a Ccci::ing ':o
-

,ea
t

participate in otaggered canctruction pacgrca v.? . .:0 los- i
,

I,, *

growth artificially restricted bv. the Other .c. art".. J.n I,
. - i

.gave you two methods,
t

G t
i

If that vara the ccce, uculd you 2011.. ha c5 uhr
'

,r

opinien that the cr.nller entity shculd ha predlucad 2r a
3

participating in the staggered construction Scccu:m it
,
'

9
dida't hcVe cufficient load growth?

10
Th. 4..', , % .4..'. , " i'-' p r- . . m'- 4 4 ' 'i. m...-

*
m. n.~~'<'a',. ..1. .' . $ -. .~a.s.s :. .. . . '.

' ----
, t .- . - . .

does not have load growth dren not enetar into 12. chi: ity to

12 .

receive or deliver benefits from atac.m. erad cenotan::cic... '
i

13 !
. The reason for it not havin~u load < Trot.-th is c:ntira.1.y a cecar: r.

f ,T
iproblem. )

15
In o rew- + .~. t' ~" "' cc., erc '' d c n. "a" ."..'.'~* ~.. : ~.> ~ . . . . ~ . . . . = - . ' . '- n -. . . ..

;

TG !

cial, the system has to he able to use tha ctp2ict'; 1:: pute, j
e

i >s
in or a pericd of tima, or it ia stcch with a big unit it |

.

*o Isu
doesn't use. I can't see the ccnnection bott:c>.n ca.uct aus

19
effect here. ,.

e

u

20 |'

-
O Are ycu of the vion that a synto o. r.uct nava auf--

$
- - 21 i''

ficient contemplcted Icad growth to participatn is stargerad '

construction, and that requisita ;ould apply in the inctnnco--

'

23
when the system's locd greitth wco not sufficient brenusa it I

had artificially been reatricted by the other party?
.25 i

A. - I think you left out pa:-t of my testincay. Ir. i
,

e

,
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ch 5
1 order for it to receive benefita, it has to hava rufficizat

.

I

2 lead growth. That is regardloca of the rauscas it d:cen't i
-

1

,

'

O have load greuth, it would not roccive banafitc."

I dcn't thin'c the rancon chat the . oed i.cn't c.,rcTir -'
4 -t.

i
e i

5 has anything to do with tha benefito lh rocaivsc. That ?.c all. i

s G Let me put it thic way. Mith . racyct to fcu):

analysis of mutual benefito in terms of cta gared constractica iy

and the requisites for participation, aro you acs.czing -9.rza i3

are no artificial rectrictions en Icad grcrth?
9

.

10 A- N'211, this particulcr doterminatica por cc t: auld '

probably be bauod on the cysten'a can estir.:.tc cd ihu lo M ,

33 !

I
growth. I would not necessarily have n .". knoidadc..e of uh:t.-w

the basis of that was. To determine the load gro;:th Tsuld to
13 .

t,

i ja a different study, .j
t
,

G If sonoona caraa to you and caid - a crz ll :./ctm -
15

.

and raid, "We want to particip te in si-aggered constreiti: J' ,

16

and vou looked at their cyutom and '"rou found thair lead arx th
- -

-

17
I

was not sufficient, and you Icohod father cad y.r. .'.re:::1_.t '

;g

their wholesale contracto and found out that wuc the reacccgg i

.why, wecid you chill deny them staggared canctruction on uhcg

bacia that benefits would not be mutually benoficial?
,

,,

-
c,. .

A. I would have to. I would toll thri tu gnt th0ir
g

.

contract straightened out beforo they were involved in the-

3

staggered conctruction, so that they could nahe nonay 1/ith
at

staggered construction.,

s.5,

|
i
i

_. . .
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i
.
e i

- g o .F. .J. ' . n .,7 A. m.f.4, r. :. ?.. . , N u .+ L .. . ,..'.!..p .~*'

0 Cno .. .y ... s- - .....: - . . . . . . . .g,.
. -.

>
..

. ., .: . ; m. .......A... :. -: -

, p. ; av 4 C.;. . s..'.s .,r
.' '

C n ei.... ,C. 4 o n .J.O..l w; %c, s .,. ..- w. . .. . . . . .u s , .v . .. .
.

~ o ,

a

.c.rewth?
4- . .

a, I ..,,n.o. ce * - t .;.a" .4. ,+h :. . ?-u~.. 4,. ' ,... ' . ~ . -" -
'

" J .. -..- . -.
.

5 !

don't havo the load gror;th, thny can't get bar.:e:iit.c inoa {
t,-

2

ataggored :cnatr:0 tion. Any uly you ctn rect':Act thu loan .

.
.

grouth would depriva them that benefit. |
/<

3 j

Q. Now, a.a to the ability tc conct:. ict, ut yeti ht:: 3

.

9 :

net forth on pago 28, as c raquisite for r.utnc1 haddita nr.d [

. . . . . .
i10

pcrtic.4. pat.,cn :..n staggered ccnctractice, trc.9 p a t m :i n ' : n :...: r r
i

.li
of the system to construct unita of sufficir.S :i:2 to I

!
,,

.
.

provido the inerence in generating capacity e:/ar a ci;!nific ec
'

,

4

13
period of tino." ,

,,
I*f

Now, what is your idea in hits use of Shnt pccr.r.' o'
,

.

13 .'
"a cionificant ocriod of th22"?, - - -

,

1t.i ,

A. I had nothing definite in mind. The usual concept. -

i
.

. . ,

SJ
I would say, would be fron eno pock period to the L.r::t. :.u ./N

,
. . . . Is

s2.x months, or w.natever your nt::t p.c.nn:n;; parmc zo. ;
.

.

IG
G How, approrb.'.atoly what also unit cron19. thic :n..-;.i;c |.

20 j
say, for CAPCO? 3

:

'~1 i5

A. I am not really familiar with C.M.2CC :: crc .-th ;:a:Omrd,'

!
22 :

0 Are v.ou familiar with the lotterc 0940, em. it:3. ,-
. ,

t
t

-
~,
" SLTC, as used by the CAPCO companics? :

,

24
A. Right at the moment, it doecn't rc.05n anything to I

,

s

'S
'

me, no, sir. !
l.

?

4

-.

I,

a

.. . .-
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|

S11 1-| G Weuld you ba curpriced to kncu they m:n as icy
bwl

.
3

2f as seven mons.watte of electrcnede of disac:. units.
. .. - 4

*

3- A I wculd not be particularly curprised, no. 3
,

I

4 ? Must all units in 3 ataggered censi:.=c:: ion.
,

. s

f

g program be large unita? |
)
t

G A Well, if the unit is not as Isrris - larga j
i

y enough to provido a reascnable lar.gth of locd grou':h, it,
,

3- not staggered construction. 7cu unuld be putting the. in [
t
.

9 at the same time. Thev have to be larcs in praportion to !

3,
. -

?

20 the system doing it to gat the Sensfits of;. the particel:r >

n unit sine,
,

i
t

$

t,3 - MR.LESSY: Would you rond bcc'.: ty question? {
i

i ' ereupon, the rapcrter road from thei13

j4 record, as requested.)
;
.

BY MR. LESS7:lo .

).-

16 4 . Nw, I don' t think you ancucred my ctuentic2. .

,

17 The question vas, must all units in a ntaggcr.20 j..

!

gg construction program, a wholo program. of stagg.2r.2d cen- |

79 struction be large unitc?

1 I'm having trouble with your definition of20 ,
. , ,

.

1 rge units and progran. !
. 21

To _ me a program of staggered conctructicn onlyg
.

-

g - includec the units involved in staggered construation.
..

It dassn't involve. necascerily all of ;-hcg

other units going in on the system. To a 1crga -- I..S
.

O

_

e i

c n--- ,w w . .,e , --~
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bw21 ny definition of a large unit for that e -

:1 questien uculd be c.ts thtt would supply a rencencEo
, ,

I*
3 length of Icad grcuth for th2 cyctens of atagga n.i

,. 4 construction.
.

3 Mith those definitiicna , they hava ::a ba ir ge-

i o units, yes.

7 CHAIRM7di RIGLER: U: tit a ninuun. In pinnning
i
1

'

a' a staggered construction prcgram, yea natn ehnu the pool,

'

9 rmmbarc do not to.ke into cccount all of the scnarat'.ng

to units ave.ilable to each of tho individu;l coupaniac?.

,

i

| ;i THE WITNESS: The othcr goncrating unit 1 :ny not j
i

12 be a part of the particular staggered censuructica 1

1,

13 program. j
;i l

j y QLUTOM RIGLER: Don't they hpvo to ha j
"

i.

I

15 accounted for and analyzed?
.,

.

THE WITNESS: In the overall planniac .br thu i; o- - ,.

t.

| 17 development of the system, it has to be done an a .' hole. ;

gg But you can take out tuo piecac of that and sat :p a

;g staggered conctruction program between two compe.nieu ec.t

pg does not involve the whole thing. The everall planni.ng,.

.

1
has to involve everything.,,

Staggared construction is one wcy of dividing-e=~
.

f

'' investment in a couple of . units or =cre units that becc.na,
w

w., . 1' . a part of the total.e

CHAIRMTd RIGLER: Evan for staggerod constrechicn
.o

1 i
e ,

1 1
,

$q
, . . - - - - - - ,, - ,, .- . . , - - - . . . - . . . , . -



. - _ - --

_ _ _ . .

|- !
,

.t
- t

9072

bv3 don't you have to lock at the cysten as a t/. tole botal .

1; F

'

2i generating capacity, available to each of the i
.

<

us.bers?* 3 1

l

4 THE WITN3SS: You have ::o .3 tart wit.~. that, yin .
. '

.

i-

S BY MR. LZSSY: ;
,

G G Beginning on lina 24, of page 12, you dices;;; |
1

'

7 the concept of ~~ scratch that.
I

on pago 29 you tactified that olectric cysicrc |g i

frequcntly engage in joint entnarchip or unit pc tor purches ig

arrangements at line 13, "cutsida of peeling orto i
,

interconnection agresmants.";g I
!

~
t

15
Is that true todny of the CAFCC member ccmpriios? 3

i

A. Again, my understanding cf t' c CT.FCC agrac.ner.t''

93

Is that the agreement itacid providen for icini. mmerchip. i?;g

;3 G Again, I didn't hear tho anc'. or. .

I

LOA ** 2*P"Ut iD* i
"

1G

Ycu testified that electric systeins ,-

17

. frequently engage in joint c.marahip o'r putchasa oc >< ;-
7g

i
.

crrangement outside of pool or interconnection car 2emun-.. .-

9i
I

Ic that true today of CE CO member ccm9c !.rc. ,
7.0

e

' outside of the CAPCC pcoling crrangemsni:s? ;
, 23 t

} 1

A My understanding ic that in the CAPCC i
22 i

.
1

arrangement it is a part of the pooling agreemant. |
i

-

y3-

;

G What is? !

24 |
i

,

I

A The joint cwnership or aarticinatien -~ icint +

- - - ,

2.., f
I

|
f i

i
J"i ' I
h 1

-- - ..-. .
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bw4
1 participation in units.

2 CHAIRMAM RIGLEF.: I don't think ';he stacord is :

i-

T

3 clear on thnt, You 'cattar bror.h it (cun ans :::h 12 |*

!

I.4 CAPCO cer panies are onge. gad. in any joint owncrahip uith.

5 companies cutsida of CM CO, and the.n you 'atter nrh him ac

6 second question ralating to uhother thr.y havr any unib pc .or

7 purchase arrangement with cottpanies outcida cf CMCO.

3 IlY MR. LES37:

9 G To your kno.ticdge, dccc CAPCO conpr.nics engago in

jo unit joint ownerchip with comp:2nica cutcida of CMIo?
4

i

$j A. I 2n not that f amiliar uith the C.'sPCO curangr.ani..!

12 I don't know whether tho2> do or no.
'

{' 13 G N you know whadmr or not CAPCO

14 engcges in unit power purchase arrangensata outsida of |
.

the CAPCO pooling or intercennaction agree cntc? !15
..

A. Again, I don't know. I just dcn't hnc.r.16
i

I think, however, we are nicinterpreting ny int?.nbica it.
|37

this testimony I gave hofore. When I cr.id thic ww.: on:7g

of the agreor.cnt, I didn't mean it wac nececcarily ec.t c
|10
t

the pool,20
.

For e:: ample, in teh PJM pool, tha
,1u-

Keystone Plant is owned by a nurabar of co:q:aniac thct ara22

all members of the PJM pool, but it is not part of ths PJi1~

~3,

Pool. It- is a separato agroc=cnt for joint cunership of that.g

plant, That is what I had in :r.ind an being cut of .hcc. i
t

i
i i

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

J

| bw5 1 agreement.

:. Oocs thtt clear it up Or cahc it worse?
'

.

l
,

* 3 G If, as you have tratifi.2d, tha cuning : y:sem ;

. |
'

4 of a large pow.ar plant, say, nuclear ocvar nlant, hcs --- ;
.

i
.

S tihot is pago 00, linc 7 - "completo centrol evo:: the
t

construction and operatica of a unit accordir.g ::o g3neralG ,

i

industry practica," as you underetcad it, 'shac i: ':hore1

7
!

a to prevent that cuner with cu.nploto control, fro:,1 denying .

t

accans to the pla.nh or only effering accaos on unnttreetivoa'
.

9
' i
.

t

i to terms?
.

MR. EAHLER: Could I have tho qu0ctica rap;cted? . r

1 gg ,

i

12 (Wnereupon, the reporter road the | t

i

pending question, as requectad.) {g-
!

ES11 4.

t
'

15 I
e

&&

16 .

t

i

17-

|
i18 ?

!
J i

19 i,,

|

20 i

!
'

- 22
|

|

224

*

i
'

^ 23
|
4
t.

24-

25
i.
I

i |t: <

i-
3'

4
- - . , _ , - ., , _ . _ _ _ _ _ . . __ __ _ _ . , . - , . - __-, _ _ _ _ ,
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I MR, ZMLER: I u uld objoc':. a dcn "; 1:.at I
r

9
that that is what aho tactincny cuyc.~

. -.

3*.

| It has been nischcracterized. t
4

i

'I Ma. LESSY: The tem. icon r is tha; '23 I
I.

.
5 c ming system has cerapleta cent.ccl ovar not only the i

|
6 conistructica - |

t.
7 MR, EMILE3: It r;tys in case c,2 e unit pcuar j

i
8' purchane -- I

t.
S CI' AIR!Wi RIGLI 3: Oa0 at a tir.'s. !.

.

t
[0 Let !!r. Zahler 90 |

4 ,

IT fir. ENILER: Tha Cs.2cription ralstes to u..ib f
., i

power purcha::c, The previous paragraph refer to jcintly-*~
,

i

!

13 owned units. Mr. Lescy's questica doasn'n ui.:tinguich !

.l between the two.i' *
,

-i

15 In general terne in mischaracecri:ss th
..

,

IU testimony .to that entent. !,
,

i,

17 CHAIRMMi RIGLER: Do you want to nphr .n's is?
,

t

10 - MR. LESSY: I dcn't think it is neceswc; 20 I

r

! ,

19 distinguish between tinit pow'er, as .buginning ou lino 6, rm1 i
'

20 tha. previous discuccion with rocpect to cun';rcl. j
- :

. $1 I think it wculd apply to both.

22 The question is whether or not that car.iplata connec1!
,

t

i
~

23 over operation gives . the - cc cplete control ct linea ! |
|

'

24 3 through 5 ovar design and oporatien and with rc:,pech to |
'

,

,

25 unit power,- the ccmpleta centrol over constructica rad
1

. Operation WhGther or not that Control gC3s CO th3 p0UOr that
1 ,

, .

~ - - -- , .,- -- -,-..m._. - aw , - . - ,
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|

bw2
comes out of the plant, i

i
o t

I am trving to :aake clear what .'c ncan by craplat 2~ i-

I.,

3 '
control. .

,

+
4 The f act that there is a distinatica ~~ 2he s=.:3

*
,

,. ..

S phrases are used. 4

i.
,

; 6 CHAIRIM RIGLER: 1,*all, tharc is a diatinc:ica. j
'

1

7 I see, betucan much centrol,uhich is uhat ha tactifici |
|3 to en lines .1 cnd 5, and cenpleto centrol, vhich 1.e tcctific: ;

I
.

9 to en line 7. |
!
t

'

16 Also it caens to na there in c 1.initaticn t.;n ~. ice 6,!

I
i Il because he clearly statec he is talhing c' out unit prer 'c

,

i

1

12 purchases. !

13 so I think you better rophracn it, i

:

I4 MR. LESSY: Okcy. I,

t

I
! 15 BY MR IESSY:
\ .-

16 G If, as you have testified, the ct.;ing cyctra j
, .

|,

17 of a large powar plant, say, nuclear pl nt,- has with r rgact .c.
f I

i

18- the control ever the design or operating d.ccisions of |
, .

i
'

' '
19 a unit, not a unit power purchase, has cuch conural, that

20 is there to prevent . that cimor wit' that control fron
.

- 21 denying access to the plant or only offering cocaca cn |_

|
22 unattracti~ie terms, according tp general industrf practica? '

.

.

23 IL May I set up the bccis, cc to whi+ 7 "'ide rstan d

2A :you are thaying? |
:

?.I. Thic is.a comp:ny who is building a plant for !
*

'
.

.

p !

k i
_ . ,_ . .. . - - - -.
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bw3 1

-Ihimself. He in doing the whole job hi:a::cif, and you ;
1

!-

.want to knew what is to keep, co cravant ni.; fr::m not >

o -
-

g e

.
letting accebcdy also in? *

" 3
i

0 No, hacauce paga 30, line 3, you c::a cring the
;
'

i
tword "cystem.' '

-

5-

It is pinral. I asserna it la more than ons
G ;

i

company, f
*

-
i

MR. ZAHL22: Could we m ha it clanr on tha |G j

record? '

9 I

i
| Mr Lassy has left the original qtustica and !,

10 !
>

gone to a'differant questica. '
4

: 11 i
.

.. Could uc make it clear what type of carncr::: hip
12

, '
|. he is talhing about? |
t 13 ~

!

MR. L3SSY: Would you like .<m to rectar.c W3 j.

14
'

j question?
15

';

CHAIrdGI RIGLER: Just say what t-(pe of c- c.2rf .i'4
3

1G i

you have in mind. '

17 *
i

MR. LESSY: Joint, nere thca cac, ons e.:7str:.., |
18 i

i
THE WITNESS: In joint cunership they hava i'' !D i

DCOBBC. t
.

f.9 '

. BY MR. ~ L3SSY:
~

.
21

1

0 If in a joint ownership - if tsc utilitics build i

27. .

_

a lcrge plant and they have "much centrol over nct only |
~

'

23
i.

.the design, but the operating daciciens of that p.L st " viith j
J- 24- 1

f
( -respect to others,.: what'is there to prevent than 5:cm- |

.5
,

4

I
O

.-- - - .. -- .. . - , -. .. . - - .. .
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-

bw4' denying access to others or only effaring accous cr. c.atcracid 7c ,

I
,

.
i

te m.s? t
i>

en

'~

MR. 3.'UiL7 R: Could i ash who ch<<.: oth sr:t ern?
3-

i

HR. 2SSY: I think that i.1 01033 frcat * '' I

4 i
'

o
1 i

ques tion. i.
-

- to
CHAIR'C.N ;?GLER: I thin't it is clonr.

!6 i
i

THE 'FTSES :S This gets bac'c to the he.cic c0nnay; I
,

t.

of taking another party into a deal. The basia .~or
8

i

| that decision would be uhether or act the oBhcr pceny . culd ;

9 .4

I !provide benefits,'

i
10 i.

I think if'it la to the kcnofit od all thr2e i
41 '

;

parties for tha ether par:V. to cc:aa in ha uculd hwie i
. ,

. . ,
s

access. If it is not, ha woulc not have accacc,
131

CHAI!UGN RIGLER: That is not his quectf.cn. 3: |,

f 14 :
'

t

is asking what prevente the domincnt cynten hhat 12 h c.ilc b .y *

15
4

! tis plant from being abic to deny access to smaller m.y ua;.m |

! TG

THE NITNESS: Well, from ^he enginscring
.

-

t.-
if I

f

economic point of vicu, the only tring that iculd :.rennt i
t

i to !

it would - be a cost-benefit situat'.cn that woul'! ma':o it |
19

.

' attractive to him to do it. ;
,

20 !

I
.

I'm not qualified to answer legal quecbiens.

~ ' 11
I suppose there are legni rcnadiac, but thc is-

,

22,

out of my field,'

' ' 23 !

CHAIRMAN RIGLER: Thic gets hach to a diccnacicn f
u >

| that you and I had yesterday obcut whether cao Ocustite had ]
t

'b ''

l .

t
.. - . . . .
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1
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t.

to be atuany percehad. S'agoze 2.o m.t.S sysu m .

bw5

2; that cre seeking accans claim 7. hat th0y c n :a cenafitu
..

,

3 i- .

and the big deninent company that r..:: charga cd t c
'' -

.

4 conogruction disagrocs uith respect to tha a:: tent of the i-

i
.

i
-5 benofits, I thinkthe questionic. what previate ' hni: hig i

,

3 systen from e.".cluding the others frca accrs. !
t
;

7'
|

MR. LESSY: That is the question, I anclce. ira fer ;
i.
.

S my statement of it.
.i
'

4

9 THE TrTITNESS: Er.cludinc.t en.'.t legal rc iouxac rhich
;

*

i

10 I would not want to tactify en, there is nothing in tha !
,
4

r

engineering, economic fiald thaucculd rcquire him to -- I11

! -
5

4

12 that would prevent him from excluding c cort.pany thu.t dif. i;

1

13 not add benefits tc the total ~~ thct dif not in his
e

14 concept, t.dd bensfits to the total.

15 CHRIR''R1 RIGLER: That is begging tha c.r :cticn
.
$

16 'I think..

17 THE WITDESS: I think I have to go bac!: c:. *

1
t

- 13 the same Ccdillac we talked about the other day. '
t..

r

i i

19 might have a Cadillac ''w -?.; and ~;. ave all .

+
l

20 kinds of reascns in ny mind uhv. .vou should buy _ .:< and the .

i
i

21 benefits you can got frem it. J.

22 Unless ycu see the benefits yce wil:. not buy
.

i ' - 23 the Cadillac. This is the scn2 thing frcm v.he s tandpoint i

24 of the earties concerasd. Uniscs they both ce2 t::at

- 25- there are benefits it it, the. deal uill not fly. ;

i
i

I

$

, - - - - - . , r : -, _- , - . , , ~ , , _ -
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SOS 0
ag ain , thera may be 12g 1 ros.scn2 that I

1

would not *.iant to get into. |
hw6 2 |

t-

CHAIR 9.tl RIGIan- a.@. yoc. 12 redu- ' -- ~--m
e--

- 3 9
1

exclusica of ccupetiticn wculd ba ccnciderca a an i

4 t-
-

*

economic Sngineering benefit? !

5
TH2 WITNS2S: I would not cor.3ider it n a

3

portion of engineering econcaics. !

7
It might be a benefit ths.t a re.cn would

,
3 i

i
consider in. naking the decicion. i

0 1

3Y MR. LZSSY :.
10

0 If participation by tho, scy , smal?. cyctenn !

11 |
in this excmple perie.itted the scaling of a icrgs: ci r..-: |

4 i4.

unit,_then there would be a benefit there, to ths i

13 |
participating systems, the original two cyct2w.s, i

1

14 i
A. I trould tend to 03-1 there probably ticu2.d. .

i
15 +

I wouldn': liice to say they would without kncwing uhe '-

16
actual figures. It probably t;ould, yea, i

17
G Suppose it wouldn't? Suppose those ;yste:n .

,

13 *

would add to the unit, maybe, 150 negawatts, but haasd j
19<

on categories and classes of unito, it wouldn't?
20

- Then there may not be any notivaticn, as you havs used the
21.

term or incentive' onthe part of the original tua .cyctems,
22

|
} would there? -

|23 ,

MR. ZAHLER: Could I have the question raread,
24

please? I
t25 i

-(Whereupon , ' the repo-2cr road the pending i
i
!

|u

J !

- _. . . _ .
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hw? I question, as rcquestad ) j
i

I 2 f tR. Z'd!T.S R s ''m ccnfused ifar.t d '. .: wts.lda t" f

}
.- , '

rafara to.*
,

,.

}
* + CHAIR?9li RICL2n: I'm confused ' y une no.auien.-

i
f

I-

'ea tco, Mr. Leesy. ;

I

G sy tiR. LEss2:

7 Q, If the additionni load that the syctems-

3 reques ting accesc ticuld not -- ;tou.'.d add to the le r.d, scy, ,
i

i

0 100, 150 mcg s.ntts, but*,:enld not pc mit the p.;ric-r e cd |.

..
i

10 , a more economic unit, according to ecencaiun of scale , |
1

11 then theram y not be any inconcive to the original. t;;c |.

12 syste:ts to go fonrard and parm.it eccarn to the plcut; ,

!

!,

13 isn't that correct? ,
t

14 3. I have to be bac'c to the origin.sl concapt.
2

t 4

is . P.t first, you look at the deal as e :ho ^
1
,

f
'

|1G Is thhrd a not benefit to all thrae partiec, if
a

,

. t

i

i 17 the party is included in the cwnerchip?
.

. ,

18 If there in a not benefit to all thras i'
:
,
,

is parties, there should be a . ray of dividing it hate:.ca
i.

20 the threcof then, so that there would ha incanti're for n11

'

21 three of them to participate.
.

22 If there is not net bonafit, '.here ic. not r1.as ta.

.. .

23 to' do the jcb, to form tha pool, to let thent in, chcIl
'

24 we scy.

I,
*

'b.
ESll

b !
.

6. - s

.r.- --. ~.- m .,. ,
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EAK 13. !
|

ch 1 1 CHAIRG17 P.IGIG2: Thu cihuntica poc'..d J.5 t. hora m:u

.O. - -$ 4.* *O .'..'.'.'".'gm' ."'/.'~''':".t.'. E".'.*" .'.'..''' .bt('it.'..''.'J 2 .~.m'~s".,''. ***'4.'.''., '''''''''.'".'.I..' I . . ' . . . '. * . . s" .'A- . , . . . . _ 24 .....
.

i. w.. 4. w. . . ,. -< ,....s . , , .
.~73 m c o., a3.c.m. ,., 3 a . . , ., 2 3. . .-- . e.

. --...u...- u,a - a. . . sv.. . . .

i : ;

1' unit so that the cycllor ayuter. c.t.n sich up .i.00 ' 1. |.
. .

5 From your vie; point of ongineering oc:n 4ien. r c r,t i

.

G take into tecount any colicv of the Congrana that oncr the]- i
e
.
'

7 benefits of nuclear oncrgy accociated ribh v.hc grant Of

1 -
G license to be available broadly to olectrim.tl sy:Qcn.c thr:Och -

8

.

<

g out the country? i
i

.

1

I to TEE WITN223: I cn a little at n 1cco an ho 1.c !
.

I

;; to answer. iThat do you take into ace::Unt? j
4

I cm numre of that _nolic7. It in a conni.duraticn. ims-
!

It is not civen a dollar valr.c in econcmic coc.cri. con. ;, . ,
.., -

.

1 M CEAI2*.D.N RIGLSR: So it is c::cluded. frc:: :. o ar
4

i

33 conc.; acra,c:.cn , .casca on eng:.nc?.r:.n? cocnona.cs , .m .ca , .. '.:c .2 e.n .. . . . . . . ..

l
-

..is *mi.'e 'en.. .v+u b. ". e uo wl N o Pt .~.i. ."". _- ' c a. '- 'o-.__~..~.'_~..w;",. - - . . 2g
. . |

,

! r

THE WIriESS: So Enr as the dell:r ovo.lucta.cn c-7'
-
!

f

.it is concerned. It would ha cno cf the #ringc henOfit; ti.._i ;3 ;

.

4

[ 19 jwould be considered. ~

!

CHAIKET RIGLER: I get confused us.7. j,. 3
i

.1 I., New wa havo a new term, " fringe bonsfits." |
'

,
;

. .
t

>

THE WITNESS: In any, I think, Oconrinic ccac;;ricci,g,

.
.

if you are going to make an econcnic cor.paricon for sven- g
1

| comparing ttfo sitas for a pcuer plant, ycc atart out by
w,, ,

getting a load fo:~2 cast fer the arca you are going te corre'

, , .

.m
_

.

.I

'j
. Jh- .

. . , . _ - . _ . _ . . . - . _ . . _ - - . . , _ , . . _ . . . , , . -
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en>J ha .

I

ch 2
- 4
2 e

;
.,.,$th. ~ .... p.u w. c.. , e_n._a y-a e, m:. n. ~ ~. _ 2...,. c-

_ w. ,.. u . . . . s .- . .e.,_.. .-u.. . u m .

. ...., ,

s. -

io
ti

e
| o g cam. uise ,.c ,.^.n., u ,. >.ra1 .r : s. a .....m. c,. _.u.~m . &. m . > ,s.:a. .v.., %.c .

.

e.s . . . . v - - . . . .

. ., ia -

system with tha oth r cita. ,-

4 >.
.

v.na .n. n ..a .+a ,r..n , v ,a n. . : e. n, n..v.. s. ., ;r. .
. . . . .,.~....i, . . . .

. y... .., ,

.

S j
o.c. o sti n "-.d r4 x* _-bil.' *v .~ '..i .T. . ... s - a .. .-l.: " - ' . - . . . . ) . . ', . e. .."m ,-- " -c. . . . .. .

.

b. .

O

4

; You can comparc-them. ' lou ec 12 cut irith a Celle. cuct. .6

A

eddition to thct, von hava othar inh 2ngibl0c nan v.cu 2.0 n-t
.

3
.

have a dollar cost affi::r.d to. That may ha cno of :cer.
'

'

i
9 i

n.e. o .h.:.:, . ,a. .. h w- d T c. .;.~1. '.h., .i ~' .". ..v; w .'.. 's. L' . . . r - . ' . *
u * "

* ' ' > -J-.-.4 .; - . .

10
on ycur service area. Thora arc c lot odother coziCarati'na

(
' , ' .

that .v.cu den't put into a dollSr cc e of n h.ing c. G00.filien- |

.$ 4.,

CEIP-@N R.IGLER: Non, one of the open cye.m:icn,

13
-

I have with roepect to yet= te:ti:acny is, ti n t c h s c ..y ti r a !
!

14 :
- intangibles and whather you includa them in yscr b.:n.W ca c:;

,

1
t o- :

v.ou cxcL Ja thr.m. . i.
is .

At ona tima, I reem3d to ha hearire. .r u cr.; thn _ !,
.

-

so ,

you are icoking only to the ens,inearing econoir.ica rhen yct- |
,

18 i
doncribe the bcnafitu. You arc e:: 1uding intangibisc auch -

!
i

10 i
Congressional policy. At other timer,, you e::.3m .o .cc 3F.lh:.n,

,

20 !

in terms of all benefit 0 which would be Mnciite riave e.nd '

;,

|
9*" ' '

heyond engineering, econcmic type bannfitc
-

.

1

on
.'

-

TP.E r1ITNESS: I am scrry I am confusin;;. Actually,
'

23
you have to maka a co:aparicon in tuo parts, ca te cpes.

24
You aasign dollar valuen to evar;/ thing yon enn

25
reasonably assign daller valusc to. *2his giva:: you a dellar

;

.I I

, , , p --e- -
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Ch a
.
E

Cc Qur$3On. I

9
'

. t .2 ., ,g.. .hw. ,: . . . , .- Epj ond e %..a .. , . ,,,,.A.. A a.,.r._. . e. . "1e . u s. 1. .a . .. m.,
,

....J.,. e. t... .
,

,).

g- o.c.a O f O's' .~.~.'.*.4.*.4 O *. r i.1' . *i,f * 1.1 *.. .'*. ".2 '.': .^. 4 '. ";. '' .9. .b. '.' '.' n 'g' ". t )1..' 'i, ". .'.a' ' " * * ' '
**

**'.*'*...*c.'.*a***
u. . - . - . . . ~ ... 'y

.
.

4 ;.

maint~r.= ~..~.~' , &.. .1.-%..v- 4.'..".,_U.'. 4.0 ' 4. . ..' u . ~ ~ ~ o .. 5 <.~ . .' . . .v r. w- .". '.* * . * ,- ,. . .a.- . . . .

a i

public policy, whether it fit ; into your p:.tb_'.ic U.r.co 9::cF.C.y

N- 1
e

and c11 of the things that you can't a si.Ta a C.ollt:: ve..~.u: M {
'

--
.

that havo acre-infinance en .v.our d2cicien. .

G i
i

. c .4., ., . e. ,. ......:.,..,
-CE.Av_ . ., u..m 2 C,~r y, .m. ,, .4..... . _ .. . . <. . . . ... s . . . . . . - , ,. . .

9
benefits w re cubjectivo. De vou rccall thc..?

10
T53 UITUESS: I am corry, I don't. '.du :b I thini. ;

i i

11 ;

could be caid te he cubjective benefiha. ;
I

- n. f14

CHAIRMA!I RIGLER: Tha intangibl.: hoar.lica art .
i

. . ,
-

!
i.:,

cubjecti.tc?<

14
THE UITNESS: Yes. |

,n- ' ' i15
.u.n. . z~ y.rw.s . .. . a. . s.... A to .'*.v' s v_.. w. e. . . .$..~. .'. #. . .4 "- . "; . ;

'
. . . . . . . . . . - . .

<tf- 's
. . . . . an . 2,. :: m. .ooc s4on, acause .:. t in c overvce<.,,v. 2.s pnac:.ncr

. .

-

., <' }J
cloc.r it up if I can do it.

1C
.

!

CHI TP'M '1 TCL2'.. . .T. U.. .''..'. o,, c *.* .4.-5 4. .. . i
'

. . ;
a

i9 '

MR. K2YMOLOS: I was ::c.n?.ering if yerr questim. !
'

.

t20 t

was addresced to the uitness with reepact tc. the intracibl;
.

. .
>

#1 |
C. *

for enanplc, of Congroscicnal u.cliev in terras of s:hoth.2r yce :
*

- ,
'

.22. |
.

are speaking of acccas to a nuclear unit no cyicced to nccass :.

!

t

to pool em24rchip. That nuy be a way to cle.nr it up., co

24
explain the analvcia..

-

i.m ."
Thcrd nay be some croccing as to the intingibinu 8

:
I

r: g* h.
t
.

y - * == , e, . - . . . + . - - - . + - .--t.--
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ch 4
|

1 i

you consider when cnd the anginacring an@ fair y:: c:ns.'ds.: i
,
s.

and chan. :e

.

|'* a

C.%"_1"c *M1 .",W. ..~~'. - * * ? ?- 2 ' *- "..h.*.*..'.' '.'..:..~.. ..**..~""-...r..' ."
~ '' ' ' '

_ .
-

.

.

. t

thn.-*<=%. . ** t ~cw4<= s wim..=.m.agn_ os es a o hT.'.r.u %a~ ~.* v? .1 *s... '..*..*v..s.!.~._s..*1
*.* *

. .~
A

_ . .. a v ... ;
.,

,

.o ,

benefits env. vary. Obviously, if v.cu hs.va Conc.rm 'ef.o;.i.1
. . a

G

policy that upplios caly to nuclnar w.it .1G rcn t:;, rce'.i:vj .,

7 i

ac a whole, that Ccngreacicnal polic? uculd v.o -~ :c tid ':c
G ,

Weig, ate.p Only 4n aT*Gr 01: con'J: f.r.Gr2.r.g EnO E 09.* '.0:.' 01: M S,
|

n . . . .. . .. . s

9
nuclear unit.

10 '

E e h a s <.3.a c..v.4.i k.* air .e. n r .". ..> 1
*

. .'s. . v:. ' .].2. . -,.~.-.i.^..."..io>,- . . . " . . 4'. ' . '-
s .

t
. ..

1 :5

of operation, for cran'p1G. I dC*1't thinh UU arO %n'IUCC6 i. .

'
1~o

|cn that point. :

13
MR. mv im.ib,, ,- R,.,4:.s .~in~., s. ., e..

. o . . ,, , .,. .e ., . ,, &,. .:.r. . u. - , .tu e. ,. .
u- . . . . . . . .. .

t

14 *

where you were having confusion cc to when he incirhl -fd R ,

15
intangibles, I think that confurion recultan fre.? th.". r. 2 n = >

16
of the rtqu3st of acccar: that wo waro Onl: sing al ;m'- t '- ^ ' " .

.
so

time. That is all I uco trying to cuggeat. I

18 >

CHAIR 2Dui 'tIGI.ERt Okav. :, -, .
| .

19 '

BY MR. r,ESSY: !

i20 ;
% . I am going to turn to pago 91, linsa "3 to 25, i

.

Mr. Slcrmer, when you testify that the flo..' e f :;cvar and.

22
energy over the transniccion cysten purcuant to E.*.fr.c. ling.

.

.
~

arrangsment will "aficct the capacility of tho cycto:n to 7.cwc

24
its cwn requirements," that offcct could be aitim a positive

"' ..

or -negative effact . couldn t it? |
5

P

,

1

_ _ ._ _ ,
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'i j. .
.

. |cn a. w.=uaa +

|
.

1 A Yes. !
4

I

9. ; C -e,., yn ug .e .. .r. ~ .4. , e. .e -..:., . . . , 6.
.z. -i. n. n,. 3 r.; , i. , g.t ,,s. .. u .u. ...~.., . - . . ._

. !

3 * he at* 'i t;..'.o n o *. ... .o%.. -A .4 ".e, ...*. ..~~~w .w.n.uu' '. ~. .n:..:. .. ''.~.n'.=..--* '~ -- . .
. . -

.', thac.ya%il.".2 c " '..%.. ant.4. . a. ...*.....T.., 4. a- '.'t.<..*. ;.-.... . . . ,:". . . ' .+.,

i

.
., -

. >

5 amount of pcuer to be wheeled in smaU. in pray.crci n ;c ch.- i

I
t6| relativa capability of the syctem dOin.T the ticalinr!?
!.

l
..

p . ~ - u . J.
.

1 A I th4.r.,*.. .g. g.s c.. t.g.4. .<,v (.ge W> . - -- - M r e- t . w..c. . J i. . . .!
.-

. .

1

i
3 canal's back. I don't know that there ia a liac rhtra yo" I

t

I

O s y one more Imgawntt vill brech the cycSen fo;rn. '.kt n'.; L e '

i

10 is a limit. I
.

,1 g .w t , r er,ys j.c a a~~i,",*~ ~- ~m . c =- ~p .
' ~ - . ~ . . ~ . . . . . - '

. ,s ~ - - - -,

12 I gave you in th'a question is. in th.4.s trua :d:02 the r un<.
, ,

,
4

13 of power to be wheeled is canli ~ in proportion *-to .ti.c relcCr.
I
i

capability of the cystem doing thn rheeling? I;f3

15 EU* ZI2I^EA If M#* LSUSI EYU th50 SU 2 UFCi' '3 i
..

IG. cano, can we have a quenitifcation of rhaa "cm.11' m.c.c? ,!
t

h

r.m . Lc,'a''S v . 7 'Fs.n ' t * .5 4 .- d. c. >..'.*. w. 3.' <. n- ' .' <.. ., .e n F..: . .,-g - . . ,

L

context is necaccary. i10 ,

.

CHAIE2F.N RIGLER: ID it 13, tha T.ittaas csn deto iin79

2t'' his difficulties with the quaction. I will lot tas :itner.c
t

\'

1
try to answer the question to posed. '

,,.
.

i.

THE W~W ESS: I think any changa in the flo;/ of poser-,,,, p,,

. .

no r..atter how muell, may affect the dperation, It is a !. ,.g
I

matter of engineering jur2guent uhether a particular c.mntja i : ig

| something i hat ycu havn. to study. I think it d3pand satira'./ |
| *i

* . ,1

.

.,u , , . , , ,-.- .-. --- r- e v * * -
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t
en your dafinition cf "cma2.1.' ;

) :
- !

If "c=all" is so innignificzn w.ai.: ycu c:un; ?ind !.

3 i.

it in c. tachnical stud r, it :ould ha insignificc.ut. Thx3 |c*
I.

o +
. >

'

right. '
,

-
a

- =.v. yu. . a ,gz .n -~v ..

;
3 '

.

O. to you M:cu the transfer cac.acity of th CD00 !
. g

-
1

system? j
.

3 1
.s.. y am *.c. ' .4.. im.' .'..i__' r '.7.1^m. M.. - :'.*. _3 ,~,'O v~ *,' _' #- . .. .

'

. . ~ ,
. ;

3 !

O If the tranaf'ar capacity of the CMCO enne.Yiccio; !

10 |
'

system wara 2,000 ;r.ogenfatto, c2d va ar? talhin; cbcr.t an ci~,i- |
.

S. 4 6

tien of 30 megawatts, would you haru to stucy that?
t

14 .
.

i
MR. LUIL2R: Por my c.'.arifice.tien, I don't hnct; @v.P. j

~l
13 -

I a trenafer cepecity is. Could Mr. Lacoy anh tho 'itncac or

14
.

could he tall us,. cc the cuection hac meaning. I

i
15

S'l MR. L3SSY: ,
..

I
15 iG Could you tell us 57htt trancier capacity of urrie- r

>
.

"
nission is, sir? |

1.,
3 4.# I

A. Usually, when v.ot ta.lk abcut the trancfar ca.r.c#.t'.-
. . .

19 of a transmission nyctom, 'you ars going Srw. cna point to
.

.
i

20 '

another point. It is ability to trancfar pcm r 2;em on.: f.

I.

'~1'
point to another point. Transfer of capc.bility ray .te dif--

ferent betusen different points. }'
22

,

.

"v.

The fact it has 2000 trancfor capability, I would

24 havs to kno'.f whether that 2,000-applica to the particu?.ar arca |
25 I

[- where you are going to pass the 30 ccyarathc. '

,

F. g

e~ ~ ,-.m. - - .



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

. . . . , . - -

?..

908"e-/\
ch 7 ;

>

1

G You, it would. ;
,

.
2 *

: .t. If the 2,000 is not in use so that e.here is ninr7 ni.
,

I
3 |.

there for the 30 w.29'atatts -- in othar 'e.trds, if yca luva i
t4 i

,' 2,000 and the reinn t use you mnt to inn?:a of it is 30 =aga- |
5

watts less than 2,000, you den't have to study it.
,

6 ,

If you are using 2,000 and ycu are goir.g to add j.

7 I

,ycc{cud 13 30 megawatta, you have to find out what your bottlcncc?: is
3 1

9

i 10

i
11 i

'
1
4

H

i !

i

i
i 1.s

-

.i
1
'

15
1 !

;-

1G '
i4

&

9

w

19

20

L' 21
.

.\- _

' - . 23

2A
,

'

, ,,

,

-

W-

W a ,- 3 -,, w y , - - - w . 4 , ye n-am m. . an--+e
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j G Would you anticipate that a systen nich 2000
1

2 megaratts of transfor ccpacity nicht be cble to in ,

\=
*almost - might be able to accc:ncdcto en additien of;* 3

4 sny, an encunt in the renge of 30 acg ~fctts?
.

.

A Not without knoa'ing ?/nat the pcrticiulcr
3

condition was that established that limit of 2,000 ,

6

7 megawatts.

g G How about CAPCO today?

A Acrain, I'm not familiar with the CSCO syst :a.
0 -

G Are you faniliar with the Davidsen f10
1

affidivat, in which the afficnt nada cortnin etntenants?
|g
>

A I'm n t fcailiar with it in that term, n>. j12
i

IThat doec not bring cny deciraent to my mind.,a

4 'Enis is a roughly ten ~paga affidavit which hcc ,g
f
i

been raccived in evidence cd DJ-358. And I van going |
15

!,

to 'take u minute or tto co indicato so:ne portions which wo'~

16

'want vou to look at.
17

-

"*" " Y "' Y" # "
10 ;

anything you think may be helpful and relevant. -

99

2MR. ZAHE R: Codd I ask v'a. arc M. Emys.

20

line of questioning is going, and what the purpcse 10 of*

g

handing _the document to the Witnesa?g
.

CHAIRMA?! RIGL3R: E::cusa me a ninuts, Mr. Zchlar.-

2a,

MR. ZAHL3R: I asked if I could knc, uhcra

Mr. Lassy's line of questicning is going.
2a,.

,

h

. - - - . . . . . , . - - , . . . - , ._- - - - . . . _
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.k.12 ThO 2003cn I'M CurriO'M iO ?Qplicant.: '.; aVCs. ,

1 $
.

i stipulz. bad that thiu 30 mog..c.tntta -- '

>
~l ,

t 0'= i _r''..n. o '.r - . > . . . . - m..s. ,. # g u _ 4._3.v.-. .. 4. :.a .
. . , - '

- .->m. u . . , < -3,*
|
t f
I CliAIPP.AN PJ"GLZ3: 20c ccid it is airardy a

~

, 1.>,

matter of record or Applicants hava atipulated .: sat --

,
J e

1

MR. IAHLER: A';plicanis hava etipulatad that ;

6
.

the transmiccion system has ccpccity cc carry 0 mcptatus
7

of PASMY pcrcr.
3

~ MR. LES3Y: All righ t.
9 !

I

NcW, i f v. ou,-Wcnt no to stata c.::activ W.r.t.

|10

I'm lockin at, I will ack the 'Titness cc ha oncuadd it

11 i

and it will take a accend. !

to 3
-

1

If not, thero are two or thrca mo:e quactionu !
'

13

I want to pursue in this line. t

14 :

- Ncw that I don t have to chc.i him tai affi6.av. c,
l a-

- !

:

it limits the scoca.~
,

IG i
i

CIIAITJtAN RIGLER: Ash the que.stion.
'

1 / <

'MR. LESSY: Ara you cicar an to the chipunition, ;

18 i

. ,

s J. r? i
I

10 i

THn tqIn;ESS : Zau, I think co, |
20 1

i

BY MR. LESSY: !
.

.e. I i
. t

Q. Do you kncu whether the sheelini; cf 30 mar |awatt ' (
22 '

I
of PASNY power was included in the plan of CSI syctam*

23-

prior to April 1974, which is the acte of h2
24

affidavit?
2.5

't

h
i
1

4

.
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bw3
1 A I do not know.

i.

-2 C. Isn't this -- do you thinh it checid have he an }
t..

* 3 included in the. planning of CEI system? |
|

4 MR. ZAHLER: Objectica. The Mi' naso anys
,

,

I
.

5 he doesn't ahvo any hncwledge as to it.

6 CHAIRMAN RICLER: Sustained.
.

7 MR. LESSY: If it wera not, isn t thic ani

8 illustration of a wheeling arrcngenent thc.t can hc

c' accommodated, even though it tracn't included in the planning .

|1, , .

10 of the n gatem.

n THE WIT:1ESS: You a-a -- cs I undcratcr.d the question e

12 it is based on the ascumption that the inclusion of this

13 30 megawatts was not centemplated in the planning of the

14 system.

g3 MR. LESSY: Right. ,

a
i

'

16 THE< WITNESS: It. is something -- j*

.

f

BY MR. LESSY:7j

18 C. Isn't this illustratien of a uheeling arrangament

2
gg that can be accc:rmodated, even though it uscn e included

20 in the transmission syste.r.? .

21 A. Again, I am not sura of the contar.t of this frca*

. .

22 the stipulation, as I heard it, it says that the cystem
.

I-

has the capacity to do it, so it can ha.23-

Whether this is a situation nc;r or wh ther
24

it is a long-term situation, I d.on't know.25

.. .-. .
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'bw4
The planning of a systen is a centinuous'

t
T

2 operation. That 30 megawattc avary timo thsy planthe~

4 .

3 systen will have to be taken into consideratien,-

It might be right e.t the menant, thsy he.va,;,

.

30 magawatts curplus capacity that they can devote to5

6 that.*

I don't knew the particulars.
7

3 G What I am trying to find out is page 32, bt7inuing
,

at line 21, is it always true that the cdditicn you hava
3

.

a wheeling arrangement,therefore, requires the rpvlew of
10 :.

J. jg the capability of the entire system and must be

includsd in planning the expansion of that syctem t> m u t
12

transmission requirements,
13

a

A It is always truc with the possible encaption^

3,g
4

that if a particular party at tha moment knows he has
33

.

a cartain amount of surplus capacity to assist hin, he -

IG
.

doesn't have to review it r. gain to determine he hcs
37

i

that curplus capacity.
- 73

But certainly he hcs to include that M
gg

>
' megawatts in the futurc planning of the oystem.

20

That is one of the things the system will consider'*

2!

in performing, and he has to include it in his cystsm, yea,
22

.

G Would y u like to add the word "nunclly"
-

23

or "semetimes . requires on line 23, paga 32, based
.g.

on your knowledge of the stipulation?
3

, ,. --__.-.. . .- --. .. . , - . - - -. , - . . . . - - , _
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bw5 A. Not particularly, no.
1 .

The factthat they hs.ve stipulat :d that the

Iact it is there, . tolla r.e they hava ra riew.:d it. I*

3 |*
.

The raview has alr.32dy bacn undo der thi;. |
4..

situation. Certainly, any engincoring that sta::ted. .

3

planning the cystem in the future would ver.B to ::ee vhat
3

that transfer did to the systen cpar.tien.
7

It would be partof the in;ut to the
a

system's planning procasa, just the oc:m as any othar'

D
|load or ganeraticn or anything clso en this cyctem.'

10 t

11

!
12 '

ES14
13

! 14
|

15

10
- i*

i

!

'

17
i

18

'

10

i
,

20

.

21i

..
i

f

9

'
..

24

25

,

R l
~ . . , . ._ , _ . . , _ . . _ , - , _ - _ _
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EAK 15
Ich 1 G An engineer trho had 2,000, as na raid hefom, who

Ia
'* had linos with 2,000 magawatto of capccity, couldn't tell i..

#,*

,
without study or cd ranco planning ?:htther oL not : mall

4 amount, such cc 30 m:agnvatta, could bc cCdad uithou raviori:g.-

..

5 ths entira syste:n.

0 A We are getting to c. difforent ung10 noI. E2 were
i -,

talking abcut the futura planning ef th cfatom. I' cae L

8 engineer who knotm thare is surpluc capacity in a 2,000

~9 negawatt systen: as of nou up.16 not havo to nnhe nnocher

l |
10 revieu for this particular 30 negavatts; no. But uhc icat

11 he knows that capacity ic there indicataa ha hac ravierad it.
,

t

12 Othersisc, he wouldn't knov it.

I
13 G Suppose the amount, 30 magm:stts, ic ct:11 in pre - '

, portion to the total capability of tho trancad.csion sys55:a.i4
t

15j Meed the total c pability be revic tad on allocations traen Icr }
'

+_. ..

; 16 are dealing uith a relatively : tall a: cunt?
1

'
J 17 A I don't knov hcw you revien the capabilief of a
i

IS system without reviewing the total capability. Thau is what

19 it is.

20 g You uould review the capabilitJ of a trancaisnion I

'

TM line which would be used?
.

22 A If you are suro that t : tat in tha transmi::sion lina
.-

- 23 that is going to ca.v. f the power. You cre not curo of thct

24 unissa.you' know the operation of the whole cystoe.
,

i

25 That 30 negawatts may not go over a ningle line.
.,

i
.!

.

, . . - - . . , . - - , , ,. , . , - -.,r--..~-- -.--
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1

I don't know the actual cituation. That 30 ,.avaustus may ge
2

ovef* a Sc en linsa in parallol.-

* 3
G Are you f::2iliar with any arrangercant that Coledo

4,

Edicen would classify cc uhanling?.

5
A. I am corry, I am not familiar with Tolado Edison's

G
arrangemnntc.

7
G I am going to chow you what I vill r0pracent co to

G
an excerpt fren the 1974 annual report of the Ucledo 2dic:a

9
Contpany to tho Federal Power Cc1 mission.

10 \
You are familiar uith revicuing :.nnual repo:.tc to thit-

I11
Federal Power Commission, is that right? -

12
A. I am familiar with tho Zedaral Powar Cor"iccion

13
reports, yes, sir.

14 i
G I am going to show yen - j

.

liR. ZAELER: !"c Chairman, I would li:.c to nee
-

1 16
'

that.

17
CHAIRMAN RIGI.ER: Giva it to .N*c. Ihynolds hafor.2

18
the witness. I

|

MR. L3SSY: Should I show it to tha vitrc:.w 'failo

20
he is c::amining the particuler document?

.
*"1

One page would satisfy. We could do it :?cr '73,.

n>
" but '74 is more recent, cnd I think more accurate of the.-

- 23
situation today. It is a standrrd report by all 01cetric

24*
utilities.

'D
should I distribute it to the witnocc?

t.
., ;

,
_ _ , . - _
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C3nIRMA:I RIGL3?i: 17 0 . I::ct yc t .
,

o
-

*
: DY MR. E:SSY: '

. i
N

1

G Going to as: you to direct your st.:cr.3 den to lina ;

4
.

.

13 and 14 of the pa-e antitled 31cctric Encer.ri7.:ce 3t - :~ i.
. e

t5 i
mean 14 and 15 of tho .> ga entitled 31cetria Unorcp 2cacent '

;
(J

I.<

of Toledo Ediaon,1974 :umuni report. I
i.,

o -
,

Thers are alco cera ascociated pc.g.ac in thare that ;

1

you may raview, but I an not goi 2g to ack you chout nr.ything
9

other than those li:1cc en that pays.
10 '

MR. ZAELER: Could you ack tha uitnacc c quanti.:n

11
eo be knowa why he ic raviewing the docunant.

;

1.n. I

BY*MR. LESSY: i
:

,
13

O. Lines 14 and 15 of thtt pag?. provide trannmiaricn'

;

14
for cnd,by othero, in parenthessa "r/aceling," zeceiv d i

15
49,192 !cth in thoucands and deliver?.d ?9,1M ;c& in

'

!.-

IG 8

thouunnds. |
1 "'' I-

A. That in rJn:h. Thero cre no " thous" in: thera. j'

fg' !''

3 Right,
- j

.

is !*

The geestion 12, what smuid ;rou call i e recair;t -

'and dell rry by Toledo Edison of equc1 amounte of kilo.e.hh
.

v
* * ~ ' . hourc by transmicsion for and by others as reflecteG in tho

.,

v i

1974 annual report?
-

~
-

_

"
MR. ZnEE,R: Objection.

,

M Tho witnoce testified he had no knowlOdge as -

2a. I
to the practicos of Toledo Edicon. The tritncan has no knoulsdge

f
| |
<. 1

il I
_
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i
1

.
.

where 'the pcimr cama fro: or whcra it unne uc. I don' t ec-hr- !
i

4*) I'e.

stand hev he is in a pacitien to caz: c a q.tcatien auch ac t''ch.3-

i
(

' 3
MR. LESSY: Tho witnace hac given dafini::icn of

i4, *

| certain ta=c, ' including "wh caling." I ucaid Alho a knew |,

tS *

exactly, not with respect to Toledo Edicon be.t cc a catter of '

S
fact, what he would term as a tranafer ac lived en tht p .cio.

7
MR. ZNILER: If ha vant to crk a cancral quection,

t,

; okay, not a question ralated to Tclado Edicca.

9
1U1. LESSY: What would ho call the raccipt and ; 1

i
10 i

+delive.y by Toledo Edicon of equal amount: of hiloratt hotra i

l '* by transmissien for and by others, aa reflected in th report.
I2 p" '

MR. ZAHLER: I object to tho quection ic it 10 I
'

13
phrased. It relatos to thic dccument. The uitness hac co

'

1'4 knouladge of how Toledo Edison preparcs there docnmoicn. f
i

a

5-
CHAIRMAN RIGL2R: Suctaimsd ,

..,

16 BY MR. LESSY:

II
G Liat would you call the simultanecue rscaint and

I8 delivery by Toledo Edicon of equal amounts of kilowat?. bew:2
.

IU for and by others, as reflected in tha paga entitleA Elact:rie
.
4#

Energ.v Accounts fcr their 19'T4 annual re.mrt. I+

;.

ot'
_ rin. ZAHLER: Objection. The doct-ec.t en its face

-

,, i
says nothing about si.valtaneity of tha transfer. Es is adding

-
,.

*

U that. (
t

.v ,
4

I
i M I don't undarstand the reference to tha docmacnt in I

i
t

<qs i.his question. If he wanta to ack e general quection, okay.'

. d
(

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

I |O!mIICIA!T RIG 7132: Suctcina-2. ;

.!
''
-

.

MR. LESSY: What trould ycu to.m the rocaipt Ond
.!

-

* 3 !

delivery of 49,192 c'ath und.sr tho account trnn.:;miccien for and |
4.

by othars as reficcted in the decur.ent in front of you?.

5
MR. ZMILER: Objection.

G
CHAImral RIGLEn: Sustained.

7
MR. L3SIrt: I don't urAcratand the naturo of i.

0 t
'

the objection. I have asked for hin te-put a label on thic if i

9
he cen.

10
'

Maybe the b2 sic hn2n't been undorotecd by mn and- -

*!'

I a:n at fault, buu I don't und rcttuid tha nature of tb - -

i
12

objecticn.

fir. ZMILER: The uitncss testified ha has no kncv-

ledgeactothepracticesohToledoEdicon. Tclado Edicen i
*s'

i
15

filled out a documant hera. Et has no hubwledge af h r thay.
,

_
i
i

's i'

filled out the document, and he is aching. hin te charseto::in th.o
a i

+
4

17 manner in which Toledo Edison filled out the dactra2n :. !
i

I8' If he unnts to to.1h chout d pu lciculcr pmF:: pool-

i19 1rrespective of the dccument, he can ansucr that quas: ion. I

i
10 MR. LESSY: This document is preparad by 012. clactric!

.

'1
*

utilitios subject to'i"PC jurisdiction and others. It la one
-

22 that an expert should ha familiar with. I am acking if ha,-

-
,,

' "' can understand what a particular account raficots.

M '
CHAIRMTai RIGLER: You can usk him that und still.

.. :avoid Mr. Schlor's objecticn."~
;
i

i

4 i
.- , - . .-. . .. ,-.
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4
= ,

MR. I:3SS'i: I dca't cce 3ho di'fc.c;..c .tcisce.:i
c.s

aching hir. uhat it reflects and bcu ha can c.'. ctorinci _t,.

.,

. ->

That. is rrf problet.
1

~

. ,

I cn not trying to be ergtur.entati.'.3. I C .r..rina.. to.

M'O
E

cud 15 undorctand uhy ths objection ::a:: cuataluzd. '

d 4

2

.

ee
'

.

3 !

O i

t.

:
4 VJ iS

11 i
s
:
3
1

19
.

,.

*

13 '

f

14 >

>

|

15 ;
9

.

tQ e

4'

1

17 '

i
!

.a '

hh

$
!

10
:

i
t

20 '| 1

i

I,

i*

** T* t.
C

'r.

22 1,
e

!23 '.

>

2b
I

2s }l
i
I

L
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S16
I

bwl 3Y MR. LES5Y:

G I will ask him that. Iha qinction is whac the 4919?.j->
-

.

! l
* ,

, tMKWH received and delivered, reflect.c r.o you,'

as on lino 14 and 15 cf the docw.cnt I chc./ed yoa.4'

. ,

5 P The fact that it is labeled "trentmiccion for
3 and by othera," wi:h the parenthesis (uhoaling) , I loch j

7 back to the former chect detailing trxw=ist;ica of

3 electricity for and by ethora and f.c appcc.st to be tha

O receipt of pc rer frc:a Duckeye P ucr Ccepany to c*slivar --

10 Buckeye Fcwor, Incoperated, to dalivar to its neN:er

11 points. j

I
12 I can not toll frcm this whatlier cr not Toledo

13 Edisen had any other interest in that trcnsacticn. The
.

14 fact they called it wheeling would tell rac they had no {
!

15 other interest and that they do?.i crad it. !
.

13 If that is the caso, I would es11 it tir.seling.
I
i

17 If that is the only transcetion they hcd in regard tc that pmja:
1
i

18 and energy. |

19 MR. LESSY: That concludos croca-ex=inatica

i20 by Staff.
i

21 CHAIRMAN RIGL2R: Who is going nant?
.

?2 MR, HJELMFELT: The City will,procccd uith
_,

.

2'3 cross-examinaticn.
,

?4 BY MR.IIJELMPELT:

7.5 4 'Mr. Slemma:. , my nima is David Ejoinfalt, cnd

i $

. .

,
hs

- . - - . . . . , . . , _ - ,~
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9.~.0 0

I'm appe& ring for. the City of Clevaland.

5I believe you statsd hhat the only'

4
- ,

...

bw2 - reesen enn na r..r would irmcae a high reserva burdon ca (
;.., ,

i
6

another would be to bring that cther party n reliability ii

.$ i.

,

'

up to a highe~ Inval; is that correct? !
5 l

A I think that is right, yes.

G ' Might another reason be that thn fir t p2::ty
7

did not believe there was sufficient incsntivo for his to
9 e

i

pool unless the other parte / carried a grantor parcent of the :

S I
'

reservas?
10

A Yes, it wculd be pescible to divida benefitsg
11

1

in that way, although I think that vould be bcry unuaucl. I
12 j

G Do you kncu if there is nore than onminy to per- !
'

13

form the calculatiens under the C OCO nethod for allecaning
14

capacity, cad thus detar:aining c recorve lovel'.
15 ;

A It is I:ty understanding of the CPSCO metWxi that ,

it is a way of detar: iring that. It is basett en t -f
17 |

probability procedura., There is a n:rrhar of ways of |

making a probability calculation,
is

I think tha ~~ I'm not sura uhether tho
20

'CAPCO -- I gussa the CPSCO mothed does not.

. 21
specify the particular computer progran they ar: going to'

,

'22
*

use for it. There would be other ways.
.

7

G So, within the CAPCO fomula, by changing the
24

method of representing unitc, for oxcmple, ycu could -
25

.. I
_ _
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; shift the racervas allecated frcm ona party to another ;
,

.n. narty? i.

t,

$

3 A I don't understand what you maan by chs.:ging <

+ i

4 the way you regrasent units.
,

6
!

5 0 Well, f r example, if ycn -- dc yee ::ncw in tha
.

3 CMCO formula, dcas the sice of the unit cwned by

7 a particular utility affect the level of ::cserves that

i
g it would carry? *

A Yes, it does affect it. The si::e and for cd9

to outage rate,

;; G Now, if ycu troatcd the cizo of the cnit, iuatsc.C

g of assigning the actuci si::e,you treated it an a prcrata

* "'" * 9~ E "' ' "O "" - ~ I13 * '

g tock 400 megmiatts from one of four units, you would
4

i
g assign hin 100 mag watts from acch unit, rathar thra

{
t..

-16 traating it as a 400 unit bloc %, that vould change the
!..

I

reserves he wouled be assigned; is that correct? I17
!

A. !
,8 I think I testified thin :norning tha I felt unai

7g latter method would be better, that you dshermine the

total reserve requiremant, because of tha tunit, and theng

divide that requirement, rather than splitting tlw unit,~1
9

up.

.

G Yes, but if you did spread it out, could that be,

done under the CMCO formula?

_ Yes , it could be. - well, so far as aching theA

l' i
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bi3 computations concerned, you ccn represent i.t. eithar

w f.v .
2 *

..

As far as I knew, the CAPCO for=ula in haced,

3
,

on splitting the Unit.
I

* *

I'm not really fand. liar uith the Ca?CO fomula.
5

i I can't tastifv what the curr nt contract in.6 -

G So the CZJC0 formula by itself than dasa not

provido a result which you can cay won.id satisfy the

apporticrm.nt of the nct benefite?
9

? The CAPCC formula is tool by Thich you can ;

determine certain results.
11 *

Those recul4.3 era the use of pool reserves, the
12

probably use of pcol reservas. To use that teol, you hava
10

to 'put the data into it. I a. not - ec far e.s .I |i4
|know, the fomula itself doca not specify hcw the dat

15

goes in. '

16

The contract prc'. ably does.
17

G So' that if the parties were applying thnu -
-

13

using that tool to apportien the benefits and
19

decided that that unsn't croviding the propar incenti're, &.cy
E0

could change the way they put the data in, and thus change
n-~*.

the esultant incentivo; is that cc racu?
22

.

A. Well, I would asctme this.would
*

23
Irequire some kind of agreemant among the party that this is thd

26
way we are going to do it new.

25

__. -



- - .. - -

_ _ _ . . . _ ..
.

---

<.

9103
hw4

1 G Assuming that agresment that could ' a dena? 'c
,

2 A. TeS, yG3, I,

. 3 G I believe you stated in a pcc1 arrangarant, i; the :|
!
;g parties live up to the agreement thcere is nc 12: ming or i,

.

..

5 ric.4 ng.
.

3 Was , that a stato:. ant that you holievo in

7 applicabla, generally, to all pools?
,

8 A Let me say it this ua.v. There is cemethine 1
a

,

g wrong with the pool contract, if it is not trua,

i In an quitable pcol contract there vould be no lezning or i
i

10

11 riding, if they are living up to the agreement.
I

12 0 Would that bo true for a pool that apportionad i
.

!

reserves n an equalised reserv2 sharing basis? I13
t
e

t

33 MR. ZIJILET,: Can I ash Mr. Hje.bfait wha.h you !

15 mean by equalized :ecerve sharing basic?
.. ,

BY..MR. HJELIFELT: !
,,

to
1
8

0 Equal percent of peak load. !,.
,-

u

7. I would casu:nu that at the time th; aqu21 loac !g
>

;g- was agreed on, this was equitable. The systccs ucre

20 enough alike that: nobody felt this uns a burden, As the j
'

-

21 systems gm, .ns de pools grow, as &c unit aissac gm,

y and so forth,. these formulas are changed. There is a
.

3 3 - time there before it is 'changedthat soma guy fools lihe he

is getting hurt, and he wants to change the fcznula.g

.6_ This requires a rensgotiation of the contract |
i

f = .h
! l

i,

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



- .. ... - .

,

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

I~
9104

'bw5 |,

4
1

'

arrangement. J'
1

2 0, That there could be lec.aing cn er
.

t
*' 3. ridingr aven thon:S. the partics arc living up ta t':c terma !

. - ,

"

4 of the agreenent?'.

, . ,
-

3 1

15 It wouldn't be-leaning or riding,. if he brings

0 t' it to the attention of the parties, and '. hey go chotd and !
~

c
!
:
t

7 ' negotiate ccmething that is suitabis.i

L S Q. It only becomes leaning c:1 or riding if uho j'l

1
i 9 cther parties refuse to neAe any changc; in the.t concet? ?'

\
l

-10 A. That ic right. j
!

1' !.
h

'

12

13
i,

t

ES16 14 b
, i

i

i

} J

.-,.

16
. i
! l ,

~ 17
,

18 4

.
I
e

h
-

,

I.

| - |
| ,, -

)j: . *- 6

1

l6

, 22- i 1
'

).

i

De

1

N
i ..

,
,

i.

,
~

'

. - ~-;., . . - , ,, - ,. . , - - . , ,,,-,-,,,.:,,.,. e,. , . - - - - -,
-

e . , , , .-- , , , n.- ,
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- EAK 17-
ch 11 G Co you hava.any ida' her nn..y peals una aqual !-

!
7o

' percent recarve? !
--

... .

e

i' ' A I have not made c cu:vay no. I ..nsi; c_ Erca

4 that I mentioned this morning .dat f.c. I think tharca ara.

4 .

5 others, but I would have to make a au. vey to find out.

'3 G You named three chia morning .dai u cd a:;ual percenb.!
I

7- -reservas. Did you misstato that?'

3 1 'I mentioned three this inerning that usad prc~cchility
I
,

I

O I don't know of any pool than uces an equal parcan m e ui:hc;ui I
t

!
- . .

-

10 seme r.inc. or quala....r ic a b..on on 2.u.. '.

i

j- 11 G What use of the probability do thos2 pcole nnke j
:
,

12 that you roferred to?,

13 A. Well, they handle it in different raya. I con ' t. 4

y think I need to talk about the C72co.

15 It is my underctanding that the IL:0 Pool ic
,

f
. - i

16 similar to CAPCO. It may be identical.* I am not sure. I2 !
e

i

). 17_ there are differences, they ara very mall.
.

4

i
t

ta The PJM Pool uses a probability corauta':!.ca to !. ;
.

to determine what they call -- they deteruin power facters. Once

1

:;o they call a. unit size factor, e.nd the other they anil a . j
i
i

'

1 load drop factor. I havo forgotten ifact the other ena io no.t. |,

.- - ,
.

22 By.using the probability computations, they deternine conctante
.

.

a,, to use in those factors to account for tha nrob diliev. ,.

,
,

3 Q And probability mathod is uced to determine tho
.

total amount of reserves that are naaded. Is that correct?
~

3

.--

,

I

- l.

.,, .._ . . ., --m-- ._m e , -m -. - - - - , - . . - . _ _ = __
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t.

1 Yes,

_n.
j G 27ctr, ic probcbility r.cthod used to dcBacine hov~

,j j* e
.

.

the recarves aro to be dividad up? i

.;-

A Yos. j-

i

5 i

G In what way? I
1-

G
A To develop thece fcctors that i insntioned. Actually.

i

there final forriula is that they carry tha averaga cr.onnt of

8 .

tiloir .reak
.

rosorve plus a factor for ths - ucil, th0y carr.*r g

3 ;

ti:tes one .eius the svaraga arount of reserva 9.1uc a f actor ,

t

10 +

for tho unit cizan, pits a fccter fo the load drop. Z t'ainh i
,

11 the other factor has sonathing to do irith ui2 tor nnd cre; mar,r j

.I ,3
.

,1
'

pach. I would hava to choch that.
,.

. . , ,

.Sw 4
G Do pools that use equal parcont rcscrvuc, do th.t; i.

I,, . -

. i~
use a probability method to detor::ine the total :ct.ount of'

,

,

15 -reserves needed? ..

A All tha equal percent recorves started beet befera f16

i'
f the probability mothed had been developed to tinche it ,!

i
I18 could be uced for pcci operation. Ac the probability zr.ched i

i
i.n

has been devoloped and beccao r.oro useful, the equal parconta; i,'"

:

-

has gradually dicappeared. |'10
.

i !
i et,

MR. CHAKEIO: Could I get the Icot q 30tpon enu~

anmrar back, ploace?-
,

.
m' - " , (The reportar read the record sc re.cinocted.)

M" BY MR HJELMFELT:
! !

3 G Is it your testirony that tharc arc: ne pccis that j
i
!

f f
4 i

g.

1i

e .s - . - - ,-
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I
l

use equal parcoat raccrves? '
;

_o

A I didn't r2an to say that. The enndsucr is to |

-

s s
t*
4

rsplace that. i

!
,
*.

i
S Is it your tasti:teny that those that 10 c::a nqual ?.

3
percent reserves clo not una the probability n2hhod to deta=h:e {

.

o
the total amount of recarves that cr2 required?

,.
4

A No, not necescarily. 'fhey cay or nuty noh.

3
4 In it your testimony that operati::g raccrvac cught

9
to be apportioned en tha can>: baci.: no instr 211cd rusarves?

10
A I am not au a what you acan by "the 2mr.n bac.S ." ;

11
If ycu mean that they chould be r.pportioned on the bncia of

t o. i.

supplying in proportica to your yrshblo use, yco, i
;

13
G Do you kr.cw whethor Ecr5. has adopted rules relating

14
. ,

to the level of operating recervas? ;
.

15 I

A My :nderstanding in that 30Ah has adopted rule , |
.

16
relating to the total rccerve, not to the allcantion of ::c - f

'

i: 17
- serve ,octween rem.cers.

ia
G Do you know how the CAPCO Pool doherminec or accigna

l
19 ?

the level of operating recerves to ha carried? !
I

~1~
A I am corry, I do not know, lic. I am nct 2nniliar.

.

Ad

-
"

with that, as perhapa I missed that in reading it.

7~0
G Would you agree that ccordination p2=its utilitiac.

-
m"

of almost any sizes to obtain the hansfits of ocOnomins of

24
scale?

'

A That is a pretty general questicn for a definite

.

'a
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,. I think there ic a poecibility t':cro, but i rould :enmeer.
t

have to hava narticulars to say titat a partionlar e-us proviCon --n
:-

-
e .

*

G ' lou ;ould say that is a general rule 161ich rdghts . , .

*
i

l havc e=coptions? !
~

* *

- :
i

5 A Yes. I think tlw.t vould be it. I
t

A G I!cu, aro you fa=iliar uith any pools in uhich !
t,

7' tha nembers ham different financing costs? l
i

}
3' A Yoc. >

t
t
I

; .

9 0 .S.re those viable r:cols? i

,

10 A They are, I think, viable prole., Thay have had

11 their problems.
-

.

I

12 G Hava they been able to cm-ount thocs probicua? |
a

i2

'

13 A They havo baan able to surmannt those problocc.
,

14| G With recpcet to th2 incenhi?c to centinun in n
'

t

!s
15 pool, must the incentivo flow from cuch cc. nr of the ptc7n

I
4..

16 to each acabar of the pool or nibht the inccntiva cccur fro::
0

I
17 the not benefits of the pool?

|
|

TG A It must occur from the not benafits. |

10 G So that if cao -- if cno cember of the pool rude )
.

I

~ 20 no coubribution to not benefits and yct the .:Otnl nat honofita , -
i.

'

could there be a situation where one manber of a 9001 did i
, 21 ,

t

22 not centributa to net benefits in a :accourable are'. int and j
i
t-

yet the total net benefits vera cufficient to provida incentivc!* a

31 for the other members of the pool?

25 A There could be. I uculd . question thy that ;
i

i I

1
t

1 '
I i

!
.!

.t j

.
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~

1

camber thct did not centributa to the n?.2 bcnafits una 'in. j'

,
,r
i

*
-

I.*)
!the pool.

.

3 '
G Co you censif.or it a peor practica for a p 01 to

,
* ,-

~^quira unaninouc r.c. roval for the admittanco of nw rancherc?~' ,

e ,

5-
A. What do you cann by '9ecr prachico~'?

s

O G Do you concider that to ha cn appropriats ter:a in ;

I.

7 a pool arrangament?

A. I thinic it is appropriata, yac. Xt dcpenda antiroly3

9 on the structurc of tho pool.

10 " If ycu have a grong of r.: bara liha the C COL, I
I'

* .'

don't think it trould ha practical in EEPCOL to rf.m2iro untri-
.

~
i 55

4
.
4

4 Iccus agrecrant on nsything. X don't think they ;ould cwe: got|.,

8
,

)
13 unanimous' agreement. i

*

i

i
4

i
"+ G Nould the factor then he a questica of the nurhcr
-,

4

15 ! of numbera in the ecol?- ,
_-

,

(

and 17 M 3. That i:ould certainly hs.r/a an influsnua on it, yes.
1

17 I

I
e6
10

+

a

t

ID
-

i

I
20 i

6
, - ;

i
#

.

- 22.

. -.

24 .
I

f. .

I

T

ane m
I i1
s i

t
'

-*
i

'

le
' g i

..- - .- . , . -._ ._. . ~ , , , , - , .
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bwl 1 G Is there any objectiic tant by '1hich you could

i
. ,

i

2 measure, whether there is an incontive for proling? I
. .

* -

3. I en not clear what you maan by rn cbj ec':.iva

4 test?-

.

5 G Is there any way by uhich you can neasure --

5 a third party could reasure whather er not en incentive-

7 existed for a party to pool, to enter a peci or ccatinue
,

|a in a pcol?
|

9 A. Well, the way I have been using the word

I
10 '' incentive," it is scrtcthing that producas nn action. ;

.

I

tt And the only wav. I can detaraine that is :
<

12 whether or not it produces the action. There ara Unys
- !

f
.

13 where a third phrty can, if they knew onough shout all of j

14 the parties' systems, they can detarr.ine what the benefi02 j
2

15 would he which would tend to provide that inconniva, |
.- ,

ts In the context that the incantiva produces an j,

:

'
17 action, the only proof of the incontive there ic that th'

t
:
i

ta- action is produced.
o

i

19 G Is you incentive tes'c cr thought, urely prcqmstic? |
t
!

20 A Pragmatic in the term that it is c wsy of j
; i

, 21 getting something dcne, yes.

22 0 If the parties pool, then there ic incentivo
.

23 - and if they don't ccol, there wasn' t incantive?*

24 A. I think that is right, yes. I

25 G Now, would it be pcssible that within the not

1.
.

, ~ ~ r .--g



.
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bw2

that could be derived frcm a pool there might be - than '

i

most venefita could be di fidad ttithin a rega uhich might I
!.

provide incentives?..
,,

o

A It would be pc3cible., yes. |__,

.

G In other words, overycna could be provided
a.

enough benefits to have an incar/,:ive to join tae prol and
6

there still be net benefits left over that havan t been8

7 ,

i divided yet?

A When you divide bansfitc, I would thinh you divide ;
9 I

1all of then. '
10 i

i

but there could be differences in tha racc.nt of e

|
..n

.

benefits that different partics got. ;
4.9.

6

If thors was soma reason to teko scna of thea i
13 I

out, I would cssumo that uould be one of the co :s of I
,

I '-f

running a pool, before you stcrt diriding benefits. !,to
G Can the rcsult in the division of honafiza

_
i

i
is ',

ref16ct negotiating strength of the parties?
17 '

a

A The results - l
. -

13 |
0 Canthe results of - do I underctand hhnt you can

-

19 1

lmake an ob ective or engineering calculation Of the notj
i20
t.- benefits from a proponed cool, and then de parties would i-

21 i

negotiate the division of _ those benefits?
9. 9..

.- A Yes.
23

G And the result then would reflect the i
2ei '

inegotiating positiens of the parties? ;
I

!,

ti.
> , - - , . - , .
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1 A I'm not sura what you :ccan by the nagotiating

!

2. positiens of the parties.
'*

3 G The negotiating strength of the partisc. f
*

. >

L

4 A I think you nre get ting into acenc:aic 62=c , ;
..

1
.

5 I will have to have defined for n'e.

6 G In determining --
.

I

7 A The ability of the parties to racch cyreumant,

a yes,

I |
9 G In determining whether or not thorn wors !

|'

10 sufficient incentives for him to enter into tho |

11 transactica, would a party censidor what alterr. ativan
!

12 he had?

13 A He should, yes.

d.

-

;4 G And if he_ had good niternativac, it would tch; |
i
1

15 more of an incentive for him to join, to undertr%c |
.

_. .

16 that transaction than it would, if he hed no reacenr.auf i

I
alte rnatives?l,e

73 A 2. The consideration of th0:Je alternativac |

;g' is wh t deterraines the net benefits for the pool. Ifhe
,

i
'

20 had better alternatives than thepcci, then the neu

} - g7 benefits arc zero cr naga*-ive, again, -

22 G That is the net benefits for hi'.n or the pccl as

g a whole?- .

J-
A Either one. It could be for him or it csuld"

-,a

he - for a pool as a whole. It is hard for' to to see wher;+

3

4

..

L
-
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.

a fallow would have a better alternativo than joining tna i'

2

bw4 pool, whera he would actually add cnything to the pec1 in .

*1 s

t
* '

net benefits. It uould be the hast thinct for the ecol for* *

3 j.

, s

him to take that alternative., :

4 |.

Q. Ecu are caying if A, D, C have a peal cc. d |-

5 1
4

there is consideratien of whether D should be a ;crt of that i
,

I*

v .

pool and D has some alternativas -- D can remain, aay, as -

7
I

an isolated system, D could ints) connect with onecthor j
U |

party and gain scme benefits or D ccn join the pcol and get ;
i9
i

inora bonofits, t

10 |
4

Would the fact that D can join with E end get come i

11 1<

1
benefits, cause him to require more of an incantive ta join :

12
*

with the pool?
13

L I don't think it would causo him to 2:cquire more
....o ,

'
incentive, It would reduce the amount of bene'11t3 that ha

15 i
would receive, because his bencfits are determined by -

,
,

16

what he can do with his best alternative. I

I17
G But if tha pcol said, we will giva ycu encngh j

; 10 i
benefits to get a certain amoimt of inventive, but it turns i

10 !

out that that incentive is smaller than the benefiha ne ;

20 }
would get from joining with E, than he would joing with

21
-

E, right?
22

A We are confused in tsrma.
^

'

* 23 ,

If his deal with E is better then his daal with j
24 1

I 'the. pool, he has no incentive to join the pool.
'

25
..

14

. . . . . - .
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I' His incentive is to join with E. .
!

,

G' If A, B, C want him in the pool, they ara going'
-,

;. .

to have to give him more net bancfic to provide hin an 8*

s

4
} incentivo to joining the pool?

3 There are net benefits for him in joining the jA
I-

'' pool, yas. j

7 CHAIRMAN RIGL22:- Did you get an answar to

G your quention about whether a prospective pcol mur.ber obtaina

9 bene fi'a- in relative proportien to hic bargaining i
!
,

strength? !10
!

II You ctarted on that them, and you n-war got an

49 answer, and you have been in that general crea nce, but Z*-

i
13 don't know if there is a direct answer. ;

i
i

14 MR. EJEIbiFELT: Can you give an cnswar to that? i

15 THE WITliES3: I t.hink I uould have to hcvc n
* !

is definition of bargaining st: ength. To nia this is on !
,

17 economic te m, I am not qualified to definc. If you give

~8 i, definition of bargaining strength, I cc.n.

IS BY MR. HJELMI"dLT :

20 G Have you engaged it negotictions with pcol:.:?
.

. 21 A Yes.

22 c. For a party to a pool or incranting a pool?
,

-.
23 A I have engaged in negotiatiens for inter-

24- connection contrccts. i
|

)

25 I am trying to remember the things I did. |
l

Yes, I have engaged in that.

ES18
_
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'

ch 1 1 CUAIPPai RIGI,LR: In your articlo, you c;;ch in

2 torme of horne-trading. Do you recall that referenca. i-

I
*

3 TE WICIESS: Yes.
' -

. 4 CFaIRFD.N RIGI:ER: Ifnat fcctor3 go into horce--

.

3 trading? Isn't that a way of raying bargaining strengths?

3 TE if.tTHESS: Mc. My eencept of horso trading ic
(
t

y that one party WOuld cry to find ways, find the icOpholoc in
'

a the agIcamant and got something out of it that was no'. in-

tended or, in other I;crds, not loch in the horce's 7:uth beforag

!

10 he traded. It is mayba another coacc.pt of bargaining strength, i
4
1

i
but I don't know, jela ,

!

,, CFAIREN RIGUR: Where you used th3 ehrass in ther
,-

II

bottom paragraph on the lefthand colt r.n On 622.13

THE WITMESS: Tec. My horse trading there rac ;. ;,g
i
I

in contract to being villing to gi rc the othcr pr.rP.iec a '

.-

|to

j..

m s nable chare. x i
16

C?aIRmut RIGE R: Is that related ta tha hargaining
72 ,

,

strength of the partics?g

THE WITNESS: Again, I an not sure in the econor.ic
79

sense ha bargaining strength is defined. I accuca it is20
'

related to bargaining ctrongth.
2;.

CHAIRWdi' RICE R: All right. jg
., \

BY HR. BJSEEELT: |.
,,

\.-.

G Whan you partiej. pated in negotiationa, did you
.4,.

consider the strengtha and wealriescss of your position?
2a_

,

g' L

$<

j
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ch 2 I

o

e.[ 1 Wall, if vou mean did I tr.7 to c.et tha host deal I.

| I
i3 could, yan.

3 G And in deciding :/nat una tho heat doci sce could j
i

|
a get, what facters did you consider? ;,

i.

3 A Well, the proceduro that Na 'Jan6 through ms tra |

|

would cc::.c to sent .oroposed arrangemant, natallv tro crocesed i
G

!

arrange tants, cne for cach p xty concerned and than we trould !7
l
,

go back to evaluate the eff. acto of those arrangenanto en both '

3

s parties. Then tra sculd cons back together again and '.rv tec -
v

reach an agrccmsnt bet:cen then.g
I

S Did you alucyc reach an agrocmant right et the mid- i
11 ,

i

|
'

point bet,Facn the tiro partion?
'

,9sm

A No. -

, , ,
.

,

n t
a

G Nhy not? jg
!

,b. [|
E Becauce finally it ccmo to where one

s ,
i ;

party did not feel that they could co that far :'. .d still hmisg
:

an incentive to do tha job. i
p*

\-
G Did that give them mera bargaining strar.gth? |g

A Again, I am not sv,c chat you r.cen by "cargt..ining
g ,

t, !

strength." ;
d, i

| !

That ectablishad the point. IIctmvor, they would c.o ;-
-.

.e. ., ,

.

to air.har de it or don't do it.

.

MR. ZAFTER: Mr. Chair:2n, I am not sur2 that Ilv,
t. o,

-I
Sleitner has answered the question about bargaining strang;c.,

g

and the problem is, he hac ached for a definition and no ens
_* i,

t
;

i
a 4

_,
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ch 3
1 . supplied it to him.

-2. CHAIR?GN RIGLER: It doesn't striko m a s that diff.it-
I.

1-

cult a tar.t. It doesn't scrike ce ac a term that auld be un-io
t.

i
!

4 familiar or beyond the capacity cf a 'titneas nho has 1ssiated j.

1-

5 to nogotiate interecnnection agreements. Given his cGartise, |
!

6 it is almost elementary, and hia fencing on the subject is

7 a little disturbing.
I

a !!R . ZAHLER: If it is that ency a tem, I don't;

.

understand why Mr. Hjelmfelt is not giving him a definition| 3
1

to to tfork with. The uitness indicated he has difficulty with
I

gg the term.
J

4

32 If that is easily defined, Mr. Hjelmfelt ec.n giva i

I
,

i
'

f'

1- him a definition, and the witness can answer it. :

t.

1y CHAIMIAN RIGL2E: I will not require Mr. Iijelafolt

to do that.75
1

.*

BY MR. HJEL? FELT :16 ,

t

Q. W uld th t fs. t that members of a pool compataI 17

13 for custor.ers present a requinite mutuality o2 in urast to

99
form the pool?

.

{ g A. No . -
,

-

HR. LESSY: Road that, pleace.
21.

end 19 (The . reporter read the pendine cuaation. ) '

y -

.
1-

bstin 20 BY MR. HJEL?TELT:. g.,
4

: G Suppose you have a pool composed of A, 3 and C,g

. and you have nother isolated utility adjoining them, D,- a,_

l i

'

I
.!. |I- !! r

- . , . . _ . . - - - - . , .
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ch 4 |
1, utility C and D ongaging in retail competition. |

.

2 If D applies for m mberchip in the pool, does
.

:
, i

<

- 3 the fact that thera is competizien between C and D cffeur j
i

C's assessment of the incentive to parmi' D to p;ol? ie
*i ;-

t i
.

.

5 MR. ZAHLER: Could I havo that rercad? {
t

6 (The reporter rend the pending question.) }
.

t
THE WITNESS: I supposo, as a practical matter, they

~ 6L personality would heccme involvad to come extent, yes. There j8
i

9 is no fundamental reason why that chould, e:: cept just for the

f

10 matter of personality. |

SY MR. EJEIJ'SELT:
11

I
O If you assume that enterinc into tha neol vauld Ila - -

g
>

strengthen D's ability to compets with C, would th2t changs I.13
e

i
your answer any?g

'

A. I am a little bit at a lors on the question. You,,t. . .
I

mean that the cool bancfits are coing exclusively to D and ' |16 - -

.

I
not C7 2

77 |
t

* * Y' "E # * * E#" " "" *
18

1
t

it would increase -- it uculd decrease the cost for both .

19

mpanies r both C and D and, therafere, increrse the
20

r
- ability of both of thEm to compete.

J,21
.

,

'

g W uld the cost necessarily be decreased proportion-
22

.

ately?
,

1 This might be a factor that C ticuld want to be {4

sure of, that they were not losing a conpetitive pecition. '

. !

25 j '

;
.

2 1

'
<

- \
. . , .
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1
1

G' In other words, in agracing to Fool, C would cay, '!
I

-2 i"I am going to ccerue sno'.gh net benefits so that your increasqd.

:. ,
.> g ability. te' compete will not be env. creater than my increased I

i

1

4 '.

ability to competo"?,

?5
A I think that vould ba perhnps one bacia for it,

6
yes.

-

#
G Do v.ou know what the impetus for the formation of .:

6 I
the CAPCO pool wac? !

9 A All I know in what I have read in their publications .

10 '

They say it is to reduce cocts and bettor raliability. j

11
G Do you know whather the National Power Survey wac ,

I.' the impetus for the formatioc of the CAFCO Pool? {
,

g", :
L I an pretty sure the CA?CO Pool preccded the pow r j

1

14 esurvey. e
t'

.O'
G Assume it did not. .

.-

MR. ZAHLE2: Could I ask which survey? Thera vero

1# two of thca.

13 MR. HJELM7ELT: The first.
t

IS THE WITNESS: I would again ~~ again, I was not I

I
20 a party to the forming of the CAPCO Pool. Anything I would

.

. 21 do would be a judgment. Certainly, when the pouer survey

22 came out with the emphasis on pooling, it was an incentive.
i

|*
23 for all utilities to look at their pooling opportuni:ics. *

1
i

M I-don't know what influence that had on CAPCO. |
?

23,

1

I

e

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

-

' 3Y ME. E7EIa'SELT : ;

a -

/. i

% What it did wac made them aware er broug.v: no i-

3| j-
:

light some of the benefits they may not have ':aen aucro of? ,

,

4 ),,

: 'A No. It would ont mare er.;;hasis on them. :
. .

1

5 :
CHAIRRV! RIGLER: He said he didn 't kr.ou, Mr. .ti

6 I,

Hjelnfelt. . !;
'

7 i
;

. BY MR. E7ELMFELT:
I

8 !'
G Should economy transactions in a pool bc required,

9
or should they be on a willing buyer, willing saller basis? j

10 !
A My concept in that the person who hac the scenemy i

s

!! t
energy for sz.le should be required to sell it. The person who |

t
12 i

is buying should be optional. ;
4

13 !

I might say that there are e::tenuating circumctanc c|-
'4

that would change that general rule, too.. Baing gener.al |
*

15 5

always gets you into trouble. {
s. _-

7

16 1

0 on paga 34, beginning with the answer at line 16 j
1

17 -

and continuing over to page 35 through line 12, you talke j

18 I
about a study which should ha performed befora deciding .,hetherj

i
19 i

equal percent reserve sharing chould be applied between CrJC0

20'
and others.

.

21 1You haven't made such a study, have you? --

l22
A. I don't remember referring to CAPCO in uhis.

| |.
'

23 |- i

|.

G Well, the question refers to CAPCO. The answer
I l

'

24
- I. don't think does. I assuno you are answaring the question. )

I '

A I have nade no ~ study with regard to C32Co on |"
1

~
.

|
'

,
i
%

44 4 1

|

o. .a . , , . , . - - .. _ . . . ~ .
'
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.
s

reserve sharing, no.
9 ,
-

. G iiould vou answer be any different if th2rn uaa no (
1

'
-

- , . i
" I

reference to CAPCO in the question? i
6

*I 'j |e
i

1 A lic . I don't think CadCO per se ic an-alement in i
i .-

|S
thatquestion. t

6
G Cn pages 35, line 5 through 9, you advisa that an

n
/ arranger.ont could be made, or you adviso that an arrangement i

iU< he made to prcvid a cach party with significant net benefits.
'

9
Is it your testimony that such a divicion |

I10
could be made? {

11
A I think it probably could. I can't any that'

i

4
-

anything particular can be done, but I think it probablyo

f13 could be made. ;
6'

I 14
"

Q If the Ecard were to nake such an arrangocent

l15 as part of licsnes conditions, how would it know when such a
18

!division had been made?
17 A Nhen the parties got together en an agraement.

.

18 i
G Suppose that the CA2CO members had already stated ;

i

I19 -that admitting other small utilitics to the ocol had nothine 't* -

I

to offer them. Would that mean that the Ecard could not
I

i provide an incentive for pooling?*

,

CHAIEMAN RIGLER: Say that again..-

23 MR. HJELMFELT: I will ctart all over.

24 BY MR. HJELMFELT:

G 'In your answer to that question, uho ansvar that |
9

i
i

I
e

. - n r- , ,
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''

|
.

I I

began on page 34, you are taking sicut licaining conditienc 1
i

o .

-

that night be-imecsed ':y a hearinc ~ccard. .h:1 w;<2 abate that i,'
.

.
.

a
first you advise that an nrrangement h2 cadathchualiprovido-[

4| |..

.
- each party with significant net hansfits. i

,
.

5 i
Then I. asked you her the Board would ic:ou traen such '

I.
o e

'an arrangem?nt -- when a lice.asa acuditica unuld provide
4 7 L

such an arrangament. You said you would know whan the j
ie tw
i

parties reaciod agreement.a

9 i
Suppose that the CJtPCC r.s.bers had a.i. ready i. aid

!-

10 (that there wasn''c anv such arrancement ihich uculd prcvide
- - ,.

11
them with an incentivo, i

1

12 ?

j Does that mean the Sca):d cannot inuoas anu
. 1

2
- -

1 13 :
effective licence conditions? j

,
2

414 |
A. I have trouble uith your ass: r.pticn that the Cl@C; I

s

i
*

15 comoanics se.id there is no such arrance:aent. I cannot imagine '
;- -

..
e

16 a company saying there is no way of raaking a deal without j
i

17 first studying the deal, j
;

13 !
MR. EJELMFELT: Thank you. j

,

4

*
19 That is all the questionc I have. ?

!

20 CHAIRMAN RIGLE2: We trill brank for lunch. |-
, -

I
21 'DThereupon, at 1:00 o' clock p.m. , the hearing'

" 92 swas racessed to reconvene at 2:00 o'clocif p.m. ths s ma day.)~
. - -

1 23

24
4

I
t

$ $

f,

.

i

I

( l
e a

_
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EAK1 I- AFTER!!OGIT SESSION

2 (1:53 p.r..),

.

.

3 Whereupon, ,

I& WILEUR SLE>iM2R I
4 - '

I
*

5 resumed the stand and, ha' ring been previously duly sworn,
.

G was examined and testified further as follevs:
i

7 CROSS 2 'TJIIIIATIC I(Cenhinued)
4

8 BY MR. C:!AR'IO :

9 Q Mr . - Slemmer, if a utility had unused trancmission
_

10 capacity that was c1 ready availabla and that capacity wculd re-4
.

11 main available for the length of a contemplated whaeling,

12 transaction, that utility wouldn:c be required to include
i

13 the snount of capacity for that transaction in its' future

14 planning, would it?

15 A If the transaction was over before the future ,

.-

16 planning took effect, no it would not.
.

17 0 If the capacity vac expacted to remain available

fa prior to the time the future planning tech effect?

19 A I think there is a little- mi understanding Of- ;; hat

20 planning cansists of here. If you are planning a transmission

~

. at : system in order to get results for a future cendition, you
1

22 - have to include all cf the~1 cads.and generation and power flows:
,.

r
23 that you would e::pect that system to carry at tha: tima.

y You may 'cr.c,v you have u; city for that particular.

8

, a, _ thing but you have to have that in ycur overall pictura to~

i
1-g
t.

, - - - - - -, . , - . ~ . , , - , - . - - - , , - , - ,-, -
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enk21- get the performance of your cycten. ;
!

2 Q If your overall planning shows that for !
1-

s
3, hypothetically a five-year period you will have encess.

4 capacity available of say 50 cogtratts and you are talking
,

w

5 '. about wheeling ten magcwatts, are you going to have to i
i

g include that ten megawatts in your planning? When you

i
7 already know you are going to have 50 megawatte available i

C throughout the period?
|

A Let's tie this doun,a little further definition9

99 of what we are doing. Let's cay our planning involved the

,1 alternative location of power plants so thr.t in the futura
;
I

12 peri d, wa are thinking of a power plant here and pcezer f
plant over there. Then, in both of those

13r

i
,

transmission studieF- for those tuo locations, this 5huolina1 n,
!

- .

:
t

1
'

load on the system would be included in the total regrcsenta- -15

tion of the system for that study.
'

gg

It is the came as any other load or generation:

37
.

involved on that system. Otherwisc, you don' t get true;g

acrformanca of the system for your plan.10 '

,

t
Q Would that be necessarv even if under both '

20 -

alternatives you would have 50 megat-rat:s cf capacity and you knau,

1
,

.

hhat?
.

A Yes, it would be regardless of the capacity.
,

If you leave it out of the system, you don't get a truo,,_

performance pattern. You don't get a true pattern of the

.
-e

. , ~ . . , , * , , , ..
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4

eak3 1 performance.of your syntem.
,

2 Q- Am I correct in accuming you are telling me
.

3 it is. preferable rathar than absolutaly necescary?--

4 A Well, abcolutely necescary. I uuppcca you,

..

5 would get -- it would in'troduce como degree of inaccuracy.

6 That degree of inaccuracy might be negligible yes.

7 Q. Let me ask you, is it your tectimony

a that the transmission of any amount of power, no mattar how

g .small, requirer a complete revision -- requires a completa
|
|.

review of-the transmiccion capability of an entire system.!

to

A Unless you know the system well enough to kncu;g

what its cerformance would be without that review,uhich
|12.

13 me implies y u have made the review already, that you knowe

14 what the system will do. ,

1

Q Sc that is it vour tectimony thcre are amounts |,d5 '
i
!-

of power that a system planner could on the basie of his i16
!

.present knowledge of his system determine there wac cufficient
37

i
apa ity available to. transmit. Let me withdrnu that quantion!13

and try to ask it in a mora coherent form.;g

Is it possible for a system planner or nystem
O,

'
- designer who knows his cistem to ha able to determine withoutm -

u.,

making a review'that the system is capable of carrying, ,
.

a certain additional increment of power?,

A If he knows his svatem, yes.-44 -

.Q When you used the phrace " reviewing the transmissior

i
i
l
.

'l l~
_ __ . .. . _ _ _ . .- - - _ . _ _
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eak4 _ capability of the entire system,'' do ycu mean the entiret
f
"
i

3 ' interconnected system cr the systsa of one utility. t
.

*

3 What are you indicating is required chore?,

!
.'

A Well, this again, it is a matter of !4,

'
I,

5 engineering judgment how far you have to go inte a systen

| 3 t do~it. I don't think anybcdy takes the whole intercona r. tad
.

* ;

system in eastern United States into account in a planning,,

3 study. They go far enough that the changea they are unking
,

L

; in their study do not affect the outside -~ beyond where !g
..

! they are going to a sufficient or cignificcat degree. I

,

to

Q Nhat are the enginnering f actors which can beg

g relied upon in exercising that engine eing judgment? h.
!^ *" " "E* *"" "* "* 'U03

4 factors. You are relying, froarrepeated tests, you find
'

. !,s
' ,

iout whether scmething is going to affect you or not. '

t o,
1
L

Q Would one of the'alements be the cice of the load, |

-

.16
) ,

the amount of capacity that is to bo -- vould cna of the '

'afactors be the amount of ocwer that is to be transmitted'' !
18

i
'

A Yes. ,

19 i
I
4

O Would there be a direct relationchio between the ~

20 '

. amount of power that is being transmitted and the entent of tho.

,

studies that would have to be performed?
.

A. I don't think it would be a direct relationship.. . . -. 23 -,

There would be a relationship.
.24

0 What kind of relationship would exist there?
25*

,

2

.

.1 . ,

,

,< r , . . _ , ., , , . , . - -y ,- ----.\'
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cak5 A I think it is nebulous depending on the parciculcr1

2 system and particular location en the cystcm and so Zerth.
.

3 You can say in gencral relationship to the amount of pcuer,.

: 4 the more ef fect it vould have, That is all I would be~

P

' ~

5 willing to say.

0 0 Mr. Slemmar, with respect to your requicites

7 for staggered construction, can you e:: plain to ne sty each

8 utility which is a party to a staggered construction agree-

g ment has to have the ability to construce large-scale units?

10 Well, the staggered construction agreementA

requires them to construct a unit. 7cu, is it largc-scaleg

in terms of the fact c2 the ctaggered conctruction advantages.g

i L3 use larger units Utan they would use 'oy diemseldes.

4 That is the tenn I was using with recpact to large unitc.
.

, :. They have to have the ability to construct the unit
.3

-

# "Y "# "9# * "3 " *" #9 ****" # # * "16 *

O Why does each of them have to have that ability.

Why isn't it ample for one to have Stat ability and to con-g

struct units on both of their behalfn7g

iT It no longer becomes staggered construction. One

. , company is doing the construction then. If one company
,

is doing the construction for both units, that is noc staggered
'

construction.
. 23 '

.O Nouldn't that depend on tho own=rship rather than

who did the constructing? '

25 '

I
.

e- gr - - - - e r -t-
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eak6 1 A I assume you could have a staggered construction
i

2 where one company would in the agraecent be the cccatructing |
'

i

3 agent for all of it. AOuin, I think when a utility {,-

4

4 enters into a contract where acccbody is going to f,

1
.

5 do comething for them, they have to have the ability to'

!

6 supervise and evaluate that contract. !

7 Q Wouldn't such a contract result f.n a cmaller, overa.1 1
e
i

G. number of personnel being required? j
; .
'

4

9 A It juct depends on uhe cirecmstances.

10 Q Isn't.that a possible result?

A It could be.;g

1, O Are you familiar with any groups of utilities
|.
.

that have gotten together to build large-scale generation
93

f

and by large-scale I mean something larger than any of them j;4
e. .

could build separately. where none cf then had the capability !;
15 i

al ne to build that generatica and they had a ningle agan laat |

16
.

would build it for them.
. '7 :s

I
I

'
A I got lost a bit on that. This covers a joint;g

ownership arranga. ment?;g

O ?U8' 8i#*00
1

- A Yes. I hate to cay that none of the cor.paniec
21,

had the ability to do it. For examplo, Keyctone, 2.t was a,,
ma ,

l-

larger unit than had been built on the PJM systam. It eac
..

a larger unitLthan any of the-companiec could economicallyj
:

use for their own purposes. Whether one of the ccmpaniec

i

.,

e
-,

;

, - . _. -
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eak7 1 could actually have, ac far as tha actual construction of the

2 job, been able to handle it themcalvac, they night have.
4

3 I don't know. It was not a gcod deal execp on a.

4 joint ownerchip basis,
,

e -

5 Q Sir, if one of the present tcabora of CAPCC

6 was required by the CAPCO agresmont to increase the

7 level of reserves it maintained upon joining CLPCO, would it

3 be your testimony that that member had inadsquate reserver i

9 prior to joining CAFCo?

10 MR. ZAIILER: Could I hava the qucatien repeated,

;$ please? {

12 (Whereupon, the reporter recd the record as

3 requested.)

THE WITNESS: I think the previous atterncy;4

pointed out the thing that I overlooked in that. That couldJ 73

' "

ba used as a device for distributing benefits;e:: cept;g

for that it would indicato cheir reserve was insdaquate,7s

before.
84

BY MR. CIIAPJ70 :
79

0 Is it correct then that you uculd not00

view an initially inadequate level of reservan to a bar to-

3
*

pool membership if the neu entrant was capable et I

- . -. |
bringing its own reservea up to whatever the pcc1 level uas? *

3,,

1

A That is right.j

Q Sir, would you agree with the statement that the

!

'
,

i

*v -- v -- - o, - ,
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eak8 1 major benefita. flowing from an interconnection habicen-

f2 a large and small utility are the benefits reaulting !
~ >

3 from the changes made in the cmall system. Parden to, the {
.

.-

4

t4 mothed of operation of the cmall avs tem? L,

6-
I5 A 'Well, I think it in more than just method.

-

;

$5 of'cperation. It is the development program and the whole .i
.

!

t

7 concept cf coordination. I think as a general rule that.;

the major benefits come frcra the changar in the sn:ll systea !
3

: i

9 This may have e::ceptions. !
!

10 Q Could you illustrate what some of 'hosa changan !c
i
i

11 might.be, the principal changes? |
i

f2 A Installation of larger units, reduction in reserve

13 reauirements for larger units. economy interchanga

e21 .;4
1

*S !

$
"

16 j
i

! t
!
t

i

13 1

10

20
:4

,

,'

.

.

- 23-
9

25

;

,| ~

.
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ch 1 I G ifhat is the basic for your statr. tent that economy

,

! .

Cha Of thoL3 henOfit3 tO tD3 3r211 SY5t E i
n .

interchange Would h3*
.

.,
*

or from the small syster's cparal-icnc?' - '

4 a. Cae of tho, shall I cay, disadvantages of s=Lil {.

.

:'5 units is the high cost of energy frcr the unit. Th2 larger
>

6 unit has a lover coat of snergy. So the differenca in the cont $
.

4

7 of energy between the large synton and the small system night',
i

S tend to benefit the small system, !

!
9 G With raspect to the bcnofits for purpscos of thi;

10 quastion of econcmy energy at what point would thosn h2n : fits

i
11 he alle'cated? At the time the energy was bought an 2 |

12 sold through the price paid, or would they be allocated n '

i
; 13 the time the interconnection agreement was established i

<1

5

| T4 through some other medium? '.,

J

.6 4

TS 7. Usually the procedure is that the priuciolc, t M -

'

,

s

! 76 method of allocation is established as carc of the contrcnc.
i

.

1

77 The actual allocation is made on hour te hour bacis fror ?.

4
,

's
; 18 the allocation ot what actually hae.. caned. The cc : _ rect :v v ',-

is provide that' the benefits are going to be - the srcrings c.ro i
.

4

20 going to be divided equally. That sets up tha mathod of -

:
. t.

21 doine-it. I,,
-

s

|22 Each hour you have to determine what tha co.2ts ;
.. I

i

4

23 were and the payment for that hour and divida it on th2 basi; ~,--

t

i
24 of'that hour's cperation. I

-

1
.

-25 G Are you saying, then, that the benefits in econccy !
.

i

*

e
1

-

e .
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1 I

energy transactions are distributed at the time the sale is I
2 i

* made? ?

3 [
-

A The actual ~~ well, again, the distriScuien ic .

.4 i
-

$

determined at the time the sale ic made. The acturl e:::hnnga j,
c

S >

of check or setticmsne, ilhatever it is, ic on a monthly I
)

5 z

basis. You don't make cut a bill overy hour. j
7 i

G Is the allocation of thoce benefits datsrmined at i
>

B |
that time or at the time the interconnectica cgrnement in

'

initially negotiated.

10
A The basis for the allocation is determinad at tha :

I !
11

time the interconnection agreement is negotiated. The actuti !
!.

..i .: 1

allocation in dollars is made en an hourly basis. !
I

13 i
In tir.e, this may be donc thene::t day, as e matter i

4

14 :

of record, but it is done on an hourly basis for uha particul;r:!
,

15 '
hour. -

t-
a

16 '

G Can you tell us what methodc of alicenting ;
<
'

17
.the benefits flowing from economy energy trancaccions you arc f

.

i
18 '

'personally familiar with? ;
e i

19 I i
I A The most common method is the split savings on ;.

I

20 i
equal basis. I have seen one arrangement whara the carings I

I.

o t~j
was'not split equally. !-

l

G What was the basis for allocation there?.

13-

A As I remember, it wac 60-40. I would have to chech j
24

the figures. I remember it was not a 50-50 split.
.

25
G Do you recall what entities the agraenent was

i
.i

1

I

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



i

!
t
!c_a ra :

ch 3 1

f1 between?
.

2 ?. I would have to go back and chec.tc. Cha only |
'

'

t.

3 thing that ingressed ms. was th t it wan not 50- ). j*

1

4 G Sir, are you cuare of any agreeme.e In 0: ore.irated i. i
i=

5 operaticn and development whera one of the part s :to' -the {
l
.

6 agreement doec not provide any recorves? !
r

Idon'tthinkofanyright'nch,no. I
y A. ;

'
, ,

g G Do you recall provicusly mentioning :he agreem:nt {
>

!

betw2en Ohio Power and Duckeya in that cents::t? {g
'.
7

MR. ZAHLER: Objection. j10
i

I don't think the uitnats tectified .'to .'.nv cgrec - i
11 t

-

s

tment between Ohio Power and Bucheve.- (12 .

f

MR. CHARMO: I ached if ha recalled previously j
13

1

mentioning it. I didn't ask hin if he testified to it today.g

MR. ZAHI.ER: Fraviously when? Gutrido of thin I
-

10 i

i
- .

hear 4ng room. ;
16

|
MR. CHARNO: Definitalv outside of this hearing i

17 i'

!.
Iroom. '

16 .

MR. ZAHLER: Then I don't understand rhe scope of ,

19 4

i

tho question Mr. Charno is asking.
20

MR. CHARNO: I am trying to refresh his racollectier|.
21 s-

r
.*

MR. ZAHLER: What is it related to in his tacti- i
= 22 1.

I
. mony?

MR. CHAPliO: The relevance of cccrdinated enaration1'

24 I

land development agreement where one side isn't providing 3

25
,

.

I

-
i
4

- . - - . - -
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f I
inserves. It is related to a number of aspects; if nothing !

i
2 1

.else, the mutuality of banofit principlc. 1-

f
3 '*

THE WITNESS: Should I answer the quastion? |
I

a,

CHAIR 3LMi RIGLER: Yes.
.

5
THE WITNESS: The only mexory I have of referring

3 |to the Buckeye was this morning on this wneeling thing. I

I
7 |don't recall any other -- ,

8
BY MR. CHARNO:

9
0 You don't recall mentioning that in your testinony 1

1

10 in Consumers?
.

* P

11
-

A. I am sorry. I don't remember. I might have done

12
it. I don't know.

13
G Sir, I believe this morning in answer to one of the}

14 |
Chairman's questions, you indicated that the receipu cf t

fp*
revenues in and of itself would not constitute a sufficient i

!-

f
I6 benefit for certain types of transactions. Is that correct?

i

17 A This perhaps requires a little explanction. A

18 lot of pool trancactions -- I should say in a ich of

19 pool transactions, a part of the payment is a return of !

I
'~O similar services. So that pricing is not baczd on c price

21 that will necessarily cover the entire cost of furnishing tha-
i

1
,

22 service. ;
1

,

i

* 23 Now, if the service is always going in ona

24 direction so that there is no return of similar carvices, then

25 - the pricing has to be looked at to be sure it dcas cover all

I
1

,-
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ch 5 I,

1
of the costs of furnishing the service. y

a
2 i

MR. CHARNO: Could I have that answer bach, please? !-
_

* 3 !
(The reporter read the racord Ic requested. ) ;

4 |,

BY MR. CHARNO: {,

,

5 *

Does the fact that a prict doesn't necessarily
|

'

6 I
cover the cost of trancaction result frou inadvartent error, 1

7
or is that intentional?

8
A That is intentional. I

g

0 Sir, I would like to road you a statament ubich

10
is a definition of net bansfit and ask you if you can agree

11
with it. i

i
12

CHAIRMAN RIGI2R: Can agree with it or do agrce :
If3 '

with it? *

T4
MR. CHARNO: Do agree with it.

15<

This is a statement that you previously made when, I
i !

16
*

you testified in Consumers. |
;

}

17 *
MR. REYNOLDS: Could we have a pcga reference? i

i

13 iMR. CHARNO: 8862-3. t
;

19 I"So long as the deal they make is bcnoficial to thei.T
:

20 costs so they can reduce the rate to their custencrs or

II
prevent increasing rates to their customers, they enn consider j

22 that'a net benefit.".

A3 ' TEE WITNESS: Could I see the content of that

24 statement? I am not sure what it is referring to.

3 MR. CHARNO: Certainly,
t

.
?
5

,
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1

MR. ZAI1LER: Could I have a mcment to ravian the
2 1

'

transcript before the witness nnswers, also,
a,

THE WITNESS: This particular questicn was in j

terms of sale by a utf.lity to a customer. And it had to'

S
do with regulation. If the regulation provided a full return

;

6
for the cost of the utility -- I think I can agrea with it on

7
1 that concept, yes.

CHAIRMAN RIGLER: Raad the statement to nu again,- i,
8

.

9
please. '

,

10
MR. CHARNO : The part originally stated was, 'So

11 |
long as the deal they make is beneficial to their custom 2rs j

so they can reduce their rates to their customers or prevent

13
increasing rates to their customers, they can consider

14
and 22 that a not benefit." |

15 I

I,-

!16
l
i

17'

13

'!9

201

9

21 i-

i

22.,

.

I

24

25 | ,

'

i
,

i

,

< e n - - a e
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S23~ 1 CHAIMGN RIGL3R: Mr. Sicamar, la that scatensnt
bwl i ,

';

2- true on?.y in the circumstancas you just mentioned which !
.!.

3 'I understood to bs a custcmar transaction.*

4 Tl!E WITNESS : Yem. If it le net a custcmer ,
- i

.

9 t

3 transaction, in cther words if it is a trcnccetion |

G between the two utilities on a pec1 basic , I don' t thinh

7 not increasing the coat vould be a net benefit.

3 That would be sero. In thic case I think ie von:p2
--

|

'.9 hava to hava a pcsitive benefit. i

i

10 This conter.t was in takin.7 on a nsa cuetecer, j
!

11 and its effect on other cuctomare. I

12 Certainly I don'tthink in teking on a nGu {
l

is customer, they would have to reduce their ccccc to che citar j
.!

e

14 cus tomars .

15 T tey should not incranse the ccat en the cuhcr I

i
i'
I

is customers.
,

J

17 They are two entirely different cituaticca, ,

I

18 BY MR. chard 40: $.
I.

19 0 Sir, let ma direct you to pcge 31 of your direc--
4

I

20 testimony and specifice.11y the answer that 1:cgina on j

!
. .

21 line 4 and ends on line 10. I
-

.

22 Can you tell us uhat you maant by the last
.

23, sentance of that answer?*

24 .A. Well, that is based on an assump, tion that tha

ns singly, jointly owned unit would be a baccioad unit,
.|
i

>

j .

I i

,1
.

. _ . . . .. .. .
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-large size baseload unit cnd a large ci::e br.ceload unit, if ;

bw2 1
4

I . you are using it for a paehing service., in not j
I i9

3. ocenemica .. i.
s ., *,

2 .

To cet an econcmical mi:c ci ganaration vcu hav2 i'
4

.

4 -- -
,

.

to have units for baseload :nita fer par:ing locd..

S
! Most peopic nso put in an inter =adiata ;

3. i

] clasr of cycling or intsrmadiate unit between tho
; -7

base and the paak.
e-,

o
; Those cones =cuec are entirely e.rhitra~f.

[
,

9
|There is no fi::ed definition of the.n. ifacther it it: a hcca- ,

10'

load unit er peaking locd unit, it would not cctier tb

11'
,

entire range in an ecencmic r.:cnnor.
<

s.o

G Would it be trLe you coulcn't offectivalv.

13<

use that baselcad it. nit withcut access to types of, sexac ci-her
14~

types of pcwcr supply, othar than thct bcseload unit? :
'

13
'

A. Inorder to have an econcmical nir. cf ganarctien.'

.

im :

,
you would have to orovido the other tv.nos., vec ;

'
.

:.,
S2 ' *

I'm not curo that than answer ia ccmplete |

18 i
in this respect.

|
19

If you cun the bascload unit, so that your

20 i
fixed costs of that . unit nra already there, than it

,

''

might pcy you to go ahead and use it. I
~

<

22'

: In this cost, I em thiruing of ounarchip"
,

costs, cs well as operating ccuta. !+

,

- M!~ G Is it your testimony, hcwover, that the overall

o=
'~

economies could be me:inized by having a ni:: of ganaration?

I

1

--, _-- - . - _ _ _ . . . . _ - , , _ , ,. , .,. , . -
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bw3 1 A Yes, that is right. )|
\

2 G !31 0, when you uno the phrnso in yo'r: tes tirc.cny , !
>
!+

'
3 in a number of placas, significent honafitc -that dc you=

4 mean by the phrase "significant"?
,,

,

.. . .i

3 A My definition of that is that it i:; of a cufficient

e quantity no provide inesntive to cd:e the arrengemant ;

|

7 work,

3 Whatever it is you are deriving the hanofits
t
I

from. .'-
.u
I

ja G Would you be able to set forvard a sandard t!nt ;

i
4

this Bocrd could utilize to dote:nnina in every e.ac rhat !
,1 |.

.

I
Iconstituted c significant benefit for anothc party?

33 I
t

i Not a fixod standard I think anythina c2 1
13 - .

I

that kind would hava to be arranged, It would fall within
14

:

certcin -- I don't think I could ~~ I doubt I ces do that
ls_

'

without the soecifics of the carnicular arrange:r.nt
40 * *

:-

There are too many things that enter the deterninctien,
, . , .s

G What would be the things that' would anter into that:
,3 i2

;

determinaticn?
<

'

.s ji

i
A- Well, thing that came to my mind right at the jg

moment .would be the amount of risk involved. If semeene {
*

g
,..

is making a largo investment and ther2 is rich involw d
3

, .

to it, he has to have a little more assurance of net banafic
. g

3 - than if he is jucting- going in on a no inwetment basic
,_

1

and takinc it as it cemes. <

- ,y

I
t
J

i
I
,

T - t- m -o y%_ g _p _
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11 G Can that be quantifiad?

P. 3., Tc acme c;;tont, but not entirely.
~

.

. .
i
;

* 3 0 Are thera any other factora '

r
;

4 that come to mind?,

i.

i
3 A. Well, one of tha problems that o^^n e maan up j

l. '

I is whether you ara a.cenor.iically using your cacrgy tource,6

1
7 whether you ara using your cupply of ccal where yea should '

3 not be. !
l.
1

9 I think there are others. Thero reight be -- i
4

e

'

to I think I mentioned this morning the effcet on the ococcuy
f

i
21 of the area you served, your public impcct the g

12 acceptanca by the pub u c. |
:
1

t

13 I think there are a lot of !:hings that hava to ha ^

;4 considered.
1
4,

15 -G Are any of those factors you just naa.ed subject
,

--
j i

, ,

16 to quchtification in cny precise mannor? !
! |

' t
A. Not in anv precise manner. Of ccurso. vour !,7 -

-

!
.

t

..
.

93 chviren=cntal hearings and to forth cre quantified in terz.:
:1

i,

ofccat. You still have an intsngible there, avr. after;g
e i

9 - you get your license or permit cr uhatever it is, you cuill |2
,

.

have the effect of the public's cpinien of you. !
.

,jg,

!.
g G- Ithink' I would lika to go back to that I
.,

.

1

'
g quotation .concenring a net benefit, -and put the question

|
-

.

i

y and answer in, and then pcce a question to yr.s
i l

concerning it. Tho questien was: Well,1st's ac:cuns I:he'' i
'

-2a..
+

. 1
i

i
.

I l
,

7- y -w g g - ,,-+-r- T----- -. i e
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bwS I ycu have an electric utility, Mr. Slcrrare I?2 will get

2 a little cleser to the natter at hand. Tha clactric
,

.
3 utility can sell its product for five cents a kilcIntt,

i
4 but a regulatory cgency directa it to sell its prod:ct !'

* :
(

5 for only one cent a hilcwatt, becnese its cca t,

3 including reasonable return., is one cent a kilevatt.

7 "Under these circurntencas, uould you sc.y that

3 an electric utility would not 'do a good job, bac tse in

9 has no incentive to prcduca and ' cell electricity?'

I

10 You entered a questicn ac to th prica of cha
|
1

'
11 power, and it was repeated.

12 Then you ansucred en 8863 at line 7: ,

1

1

13 "I would not s ay that,no., Actuully, the !

14 utilities that I am accustome d to verhing with j

15 considar these things in terms of benefits to their
.-

16 customers, i
(
,

17 "The fact that they are regulated ic

is part of the engineering economics of the industry. So ;

i

i
10 long as the deal they make is beneficial to their cortc; i

1

|
'

20 so they can reduce their rates to their customers or

21 prevent increasing rates to their customers , they.

22' consider that a net benafit."
.

~

:s Now, is it.your testinony thct the

24- relationship of incentives and not benefits changes ihtn

25 it is in the content of a pocling trananction as cypossa

to the content of a scle transection?
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.- !-
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i- bwS i A. To this extent. Tht pc.M of the ;
!

'

1

-2 utility's objecticn is to render servica to thc- !'
.. t

3 custeners in !te area. ,I* c
,

, 4

+

.4 If it can tzke ca an incroton*:cl custcr:ar at |.

t

! i
'

5 a rate that will produce equal to its ccat, then the fact i

i

Lit is serving itc custcmer providos ths penitiv4 notJ

y benefit,

s It would,- I think , en a pc.rticular curtomer i
I

o like that, .it would like to h: Tic a little bit to gi*n, |,

.

|
i

- . the rest of .its custor. orc acne benefit frca it.jo .

I
11- But it dces have to m2ct that obligation of |

t

12 serving its area. I

a' G So that this cbligstion constitutec ccE.o

74 additional net- b snefit; ic that right?

!s Wo, that ic right. |15
,I.-

gg That is his lifeline, scmring thic c1:ca.. ,

t

i
4

17 j
,

Es23 i..si
i

!

19 !
Y

I

20
e

i E

at j..

22-
.

''
i ~ . 23

4

:
.

$$
I d2 1
'

I

,

!

i . . -
i

-, .- - .,--,r, - , , .- - - - . . ,



. _ . .

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

9143 -

2

S24 CHAIIUQN RIGLER: WOuld it hs uhat von hava ca' ledlbwl ~

one of the engine ering benafitz cr would it fall into tha
.

category of what you called intangible benefitc?,

*
l

THE UITUESS: It would fall in r.he
'

'

intangible benefits category.,,

0
.

BY MR. CHARNO:,

o

G- Now, briefly recappic.g some of your prior testi-7 s

many, I believe you have tantified that the deten.ination

of the overall r. mount of net benefit f1 cuing from c pool

or interconnection can be deterined and is dotarminedto

by engineering economic ::sthed::.
11

JL Yes.
12

G Is that net benefit derived by taking the cost i13
!

of transaction and ded.tcting these cocts from iie |14
:
,

potential savings of the transaction? !
15

I,
._

The benefits are dete=.ined by comparing the '

16

overall results with the transaction as compared to the over-
17

all results without the transaction.
18 .

In both cases, you are computing costc
19

The benefit is the difference between two costs
20 .

1
1

,
. G Okay. Is it also your testircony that the cllocctied

. 21

of those net benefits is purely a matter of bargaining or
22

negotiating?
^

23
A. No, I think my testimony is that there nro

24
limits and within certain liuits, it is a function of

25
,

W

- -
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hw2 bargaining or negotiating. But there are corttin limits.
4

I
beyond which a company cannot afford 50 go. !

[ In other ucrds, that limit is the point whora

it has a .significant banefit te provida its incentivo.
4

This gives a line on each sida. The rest of*

,,

a

it is a negotiating area.
,

o

g so, basically, the negctiating area is
,I

between the coat of the transactica, and the vslto of the
G

transaction to each individuall?
9

A. The cost of the transaction, pl':3 come benefit
10

to give him cn incentive to do it, and the valta Ics2 scme

benefit to give him the incentive to do it.
;

G I'm trying to get the outer parcnetarc *.ithin !
-

:13 ,

t

which negotiations will take place. |
14 !

A. I don't think the negotiations ccn tehe placo ,

15 i,

at a zero net benefit level. i-

IS -

CHAIFJild! RIGLER: *icu have said there have to 1.
17

significant benefits. And the placa that I keep coming te - '-
18 s

'

in misunderstanding of your testimony, is that this
to -

doesn't square with your em irical apprcach of treighingl
20

the two alternatives..

21
.

It seems to me, as 1cng ca cne's citarnative ,

21
is superio to the other to any degree, that uould afford

23*

a benefit.
24

I dentt understand why you keep imposing ;

25

i
f
f
1

-- - - --
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bw3 the additicnal qualificatica that the benefit be significcnt. ;
< t
a

THS WITNESS: I.think u3 ara - I think '

.3
>

I have confused two operations here. !
.

I.. ,
c.

The first operatica is the detransination cf cha ,

41*

overal evaluation of the trcnsectica for evar todf i.

1S . a

concernad whers there are net bonafits available The.t is !
I' -

a! muther one. Af ter you have detercined that ahe c crc ovarall '
:

-| !#

| net benefits availnble, then ycu apper:: ion those hansfi?.c '

I !3- ibetween the parties en the basis of a coat allocation. Therc
:

t
9 ;is whera, in that allocation you huva to provide aco. ;

4

10 |
(

party with enough incentivo to go chcad and ucka it vork. '

p' l,
CHAIPM.N RIGLER: But, as I lock at your, lat s i

:
1

l '')'
say, alternate analysis r.ethod, uhich t".c only unthod yce -

3 have described to computa these benefits, it cec:.w to
i

'

me, cny benefit resulting from this citernato analyain
i

15 '

s basis would provido an incentin to join tha pcol or to
,

-, ,

*6' function no a merder of the pool., '

!U THE WIW1ESS: Well,. I think we are tclhing thout
,

8
,

i'*
how nuch is a little bit. :

,

!

.

CHAIrW.Ili RIGLER: HCu much in sit nifican% $,
-

$0..
$

i
I don't undaratcnd the nacensity for the incantivaa

"
,

j
.

2I t'

that the benefits be significant. !
-

,

I?' '

- THE WITNESS: I think probably the ursa of '

1-
i

i <. .g i \

misunderstanding is that thesa datar.ninations of housfits )i

I -

M
are estimates. I

.
h25 .Cartcinly, thero chould be enough :cargin in I ,

t 1

)' ,

.t !
- . _ .. . _. . .. . -
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Ibw4' I there to be sure that .. cu cra coing to hrra a bencfit.
,t

-

. .

2 Actually, as cpposed to the ers cina:2 , !
'

:
:

3 CH.E RMAN RIGI.33: Ga.t I dcn''. think cnr.d4crs '*

t.4

4 my question cither, becacco the benefits von'.d ho !,
~

t
4 t

5 read by the party.Whc in making the alternate esc.tcanent i
!

S THE HITb3SS: Y s. |
1
;

7 CHAIMfAN RIGLER: He derssn * t neod :m.. marc..in. .

;,

t
t

8 Onca he determines that the::e is a benefit of any nature '

,
t

s by cna courso of action to oppocad to the alternai a course m? |
t

to action, he will have seen the benefit. |
:

11 THE WITNESS: This is in allocabing the beca:?it: ,

i

12 for the - allocating the ovnrall benefits to i:he individual .'
I

13 ?': tnerm !

J

14 I an back to the two atops. .ua uo cvaluating i

15 whe~.her the overall transactica is goed or arc we tcRing

.. . ,

1G second stop 6n allocating the honefita?
'

,

.

17 CHAIRMM RIGLER: Well, fro-. the poir.t <J vicu cf
,

is the individual ccmpany coching meebership or.participatica,
i

19 that company is going to look at it in terno of whether '

;

'

20 it achieves any honefits; isn't it? i '

i

; ag THE MITriESS: I think it uhould loch ct both..

-
.

4

22 I think -it should ascure itself that there is overall i
, .
,

.
,

i- _ benefit._3>
,

!

| 3 If there is ownrall honefit, .it chould tusure
.
,

25 itucif in its bargaining that it hna c position whero it - !

-
,

,

- f
!
.

, ,, , , .__r--- , . _- , , - -, . ..--m.. _. -y.< _ ,. , ,y-
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.

!; could got a chare-of it.
|

,

,

.

2| CH3IR'WI RT.GI22: Suppcco there is nc cvarall
bw5 I.

C
'

3 benefit, but it would have a b:r.cfit? ;.

e

:
i THE WITMESS: Then it should.22 t ha in -in jcol. t,.

*
;.

. '

CHAIFJWI RIGLI'R: Ac lcng et the ccr.peny itcelf f-

o; !
<

.
,

G, achieves a benefit, uhv vouldn't thay favor tha transac:icn? |-

I
'

THE WITNESS: If it achievac a bancfit, Uhcra there ;[7
!

g is no overall benefit, then it is talking semathing away ;

.

s
ifrca sc teboc,y e,co, u. . . , 2.u ny opinien, is non e good -

.

_ na.ca,

9,

IG business practic%'

4

h. Over the long run, the wav to act alc.tg t;ith
-- -

,
I

g people you sre douling with, in te chare bancfits uit's ;

i,

then, have a deal that has an overall bcnefit ar.d chcro it, !
..
io,

not trying to get sc acthing at hia a::parce,
d

1.>
.

t

MR, SMITH: The nonsfit that provida9 the.:o 1

incentive is not necessarily v.he benefit allecated cr.cng I
'

.,

n>

the participatns; could chat ha correct?..
u i

f

THE WITNESS: The overall benefits that +

.

>

provides to the total that this is a gcod daal, this is a,si
4

good thing to do -- !
20 ;

-

MRo SMITH: Den:t you hava (;cma tirca benefits }.

.>. .

.

}
.

which execed the - never mind that, ,no
-.

%

'
. Let's ascuno a t.otentisl participant in a .ocol.g. .,

,

is faced with the altornativo ~~ thrse alta.mativcc e cne, i,.
' s.A) .

go - out of business, tuc, build its a:gi syston up to a mora {
,

!

3 i
l s

- , .- , , , _ _ _ _ . . _
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ef ficient level or, thrac, jcin a pocl.
1

bw6 It can join the peci and provide honefits |
2 !

for the other participatns in dcing that. |
''

* o ,;

But isn't its dacisicn going to bo .~atscd ?

4,

uper the benefits it gainn vis-a-vis its alcernati res?
5

THE WICMESS: This is right. There can be
G !

benefits that accrue to cne participatn that have nc I.
7

' direct rclntionship to the benefit 3 of the total trcusactics
. ,g

.

MR. SMITH: Aren t they the incentive ban 3 fits? |8

9 i

THE WITNESS: They could very well bc the incentivd
10 i

-benefits, yes. ;

11 i
e

BY MR. CHARNC:
12 I

,

O Is the ~ allocation of benefits as oppose.d to I

13 1,i

the determination of the overall amount a business .

' '
14

[ decision that is made by each utility, es opposed to {
4 !15

an engineering..or economic decisicn? |,

16 e

i, A It is a business decision, based on enginsering i
'

17 !

ocenomic determinaticns of the basis for that decision !
l

1G j
G Let me bad; track for a moment.

i

15 ,

When you, in your answer, say that it is based !

20
upon engineering econcmics, you neantha total crount of

-

n.mn
'

benefits to be allocated is based on engineering economic

i 22
methods; is that correct? I-

- - 23
A No, it goes further than that. In making .

'2A
your deal, you will come up with some kind of a prcposed

25 i

!
t

j |

. -. _ - , .
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bw7. ,

arrangement and it would be an economic, eng .ner:.w; |
e

1 '

;
i

econcmi analysia to determine what the effe:t of t!w.c i2 :;
. t

arrangement is to be on each of the parties. 4.
3,,

-

i

That en~incering aconcrJ_c analycis .-ill t'.un be |v4,-

'

the basis for those partice to unke their buciaccc j,

*
I

decisicn.
i.

n
)

Am I making mycelf cleer or not?
,I

g No, you cre not.
i

A. I don't think thic is a caso where veu can cera i

9
-

!

up with an overal' bonefit and say, we have n n4.11icn dellar.s |
'

10 ;

to split, and we will split it 50-50. I

11 i
i

you have to come out with scna kind of workinc

arrangement that the details, the uny the operation is !
13 -

going to De carried out and that working arrange:'' int wili !
1-i ir -

res. ult in scme honofits or ser.e type of benefitz to
15

each party. -

G Den,' t you decide the cliccation of the bonnfits i

1_3 ,
'

before you decide the working. arrcnce:aant wid.c' la v.eiu:- ;g
+

to result in tt.e distribution of thatallocation? .

i
19

A. No, you do not. ;

I
- The decision of the working arrutgensnt in uhnt

o_1..

providas the allocation af benafits.
se
|

'-
.

This is the way you determine whether yca '.innt |
M i

to go along with that working arrangement or not. Undcr i

24 |
.

all of the possible conditions, am I in a catisfactory i

2S :
,

f.
8

D

5
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bw8 positien. !
-1 -

i

[ G Can -you give ma en a::arple of thEt, cir, i
,,
~.

'

. or instance, en-n of tha thinga d25L Ycs. "

3.

*

Would-be set un in the arrcngemsnt might he a deruula .

o.

1

for developing racerva. Oces thic formula for eataleping !*

,,

o
,

,

rese rve , as I n.e.o. lv. in to a.v c u s t m n~ a r m i t :ta -<,.

')
!

flexibility to build it to ray cystem in an accac;.icn1
.|7

1 . manner and ctill provide =c c bon?. fit uith unat |
{.3 .

r

transcetion?
e
-

or shculd I forget that' benefit 2n6 build ny -

10 I

system another utv? |
- i.,

la
,

Each pa--ticular item that in spalled out in th: .

io.
,

.

contract has a principle fcr the wry the thing is going to ,

operate. It has to be evaluat2d to itu effect en the
<

14 i
.

party participant.
15 :

0 Isn' t the decisica mndo when you . a faced
IG

Iwith ben 2fita and detrimente and striking a balance :rsa
17

deter: tining tihether benefit ic significer.t or not, a but:iness
.ni

decision that is mado by the parties? ;
<

- 10 i
:

A. That final decioica is a business decision, t

20 i

yes. I
,

21 i
.

G The data than is used to meAo that cocicion *

v)..

.

.

is arrived at through engineering?<~

23
A. That is right.

24' !

2s ;
f

* 1

9
e

I
i

'.
.

._ _ . -.
-
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; BY !IR. CHARIO:
,

t

2 (\ Sir,lettma. direct your attentica to yetr

i-

3 testimony on ps.ge 3, beginning at line 13, runninc !*

!

4 through line 20.,

,3 It states, "It is caly when each rettber of

a the pool can determine that its participatica f
!-

7 in the arrangement premisas to produca significent net },

,3 benefits to its cwn system - that is, a benefit ps
I

!
g comparied to uhat it could achievo by operating outside

1G the pool -- that .there ci:ints & sufficient cc m:n incontiva r
I
i

to see to it that the pool rcr.ains viable and centinuca to j11

12 operate successfully."

i

Would you say that te:st had been =ct in the i

13
!

contc:ct of sthe CAPCO Pool? |g4
.

I

Es24 :
la-

t
-

e

16 !

17
.

!

13 !

k

i
19 4

|
20 1

.

$

"I
.

22.

23 |
t
t

|
24

?25 I
1

!

..

- . _.
__
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ch 1 -

1 CIIAIF. MAN RIGLER: IIe said he hasn't studiad tha
;
i.' CAPCO Pool. How uould he know? {,
,

B

3 I wili permit hin to answer if be ecn. ?

4 TIII iiITUE35 : What I was going to say is the only j-

|
5|t uay I can answer that-is the CAPCO Pool in ctill operating [

.
5

6 and shows signs of life. It must be viable. :

I
7 SY MR. CIIARNO: 1

1
.

O G Now, sir, if a utility with, say, 3 megauatts of |
?

9 load and a megawatt and'a half of capacity -- parden no.
e

1
!O The other way around. Threo megawatts of capacity and a I

|
11 meganalt and a half of load wished to join that pool, a

L

12 let's say it did' join CAPCO, would that diminish tha benefits 5

11

I3 to the existing CAPCO members?

14 A Without making a cpecific study I cannottsay it !
t
{

15 would or wouldn't. Just as a rule of thumb or na s mattor of ,

!
I-

16 experience, putting in a system of that size would probably j

17 increase the administration costs and this more thcn it ;

I,

ta would decreace the actual power producticn cocts. It would !
1
II

19 probably be a detriment to the pool. I would have to ctudy
-

20 it to, determine that.
'

21 G Let's leave that question aside and nct worry about
,

22 any6 additional transaction cocts trought about by the
.

23 addition of the one member to the pool,
s

24 Wculd you beliave that that addition of the one and

25 a half megawatt lead or the 3 megtv=tt capacity system to f
i
.!

!
!

. - - ._- -
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1

1
CAPCO woQld significantly dininish the benefits shich oxist -i

,

i
e *

' I
- for anv of the membars? <

.s
-

:. n
"

A. Wearaleavingoutallofthecoatsonceptthapurej
f
*4' power production? I,

5
G We are leaving out the transaction coats.

ie
A. Everything but the poiler proc.uction cost:? f

'' ~

7
G Right.

,
,

i
6~ 5

A. I don't see where that voeld significt;.nbly rsduce

8
i tha power production costs for the pcol.

' N
G Do you believe they would ctill have the incentiva E

I

to stay in the CAPCO Pool? !U
.l.

I2
11. I would think each CAPCO member would, yac.

.

l *' MR. ZAHICR: With the 7.sctmptions you maus

fI4 before.
a

D CHAIRMAN RIGI.:ER: !!r. Zahler.4

4

I

t
16 gg, 2AM,ER: I want to how if 1:r. Chnrno rac askug }

6

17 the question with the assumption he landa beforo. |
> 1

18 MR. CHARNG: The assum. tion contintQs ri nt along.
.

,t
i

19 3Y HR. CHARNO: I
l
.

20 G Would you axpect, in accord with the gcnarsi

I
.#I principle you stated earlier, that a small systcui changas !

.
*- ,

!
l

22 . in a small system provide rtoct of the benefits of an ir. tor- i,
' f

4 connection, that most or, r...ne uenm:.:.::5 genere.ted by E..nz a wcn.'.a- . .. ..

24 be provided in the small cyetamn --
<

25 A. If there arc any benefits provided, I think they
i

t

t

4

I
;

' 8..

s ~ , ,. , _ . . -.
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1

would be in the ~ 3 mall systen, yes. 7.snin, we don't hava any i
!2

definition, but you would expect that.'

*

3 |

G So, again, leaving aside the cost of administering j
the pcol as a factor, would you see a reason that tha cuall

5
system shouldn't be allowed to join the pool under thace

6
circumstances?

7
A Let no be sure we are in agreement on whnt we say j

8
wlen we say leave.acido the cost of cdministering tha pool..

1.

9>

Those costs are not cost to the pool office or anything of thie

; 10
'

*
kind. These are cocts to the company themselves in th2ir ,

11
pool activitics.

12
G Just a moment.

I
13i

} I think we are probably having a bit of c problen.
4

Are we talking acout the cvarall costs of pool

15
operations? g,,

A Including the cost of the individual conpanies for

17 their representativos on pool committecs, their activities

18
in connection with the pool cnd so forth.

19 I
G Okay. I

!
u 20

A A big part of these costs never shcw up in the
d

I*
pool offico costs that are allocated to the companies.

G Okay.-

23 Those are the basic two categories of coats we ara |

24 leavidg aside for purposes of answering the quastion.
25 on that basi,s,, would the reporter -- forgat ny

,

'

.;

. -. __
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|f a

categorization. Those are the costa va are ler.ving aside, tho,;~

2 |
,

', costs you havo outlined. Will tha reportar rand bach my i -

13
quescien? |

4 3'

(The reportor read the pending question.) f
5

3Y MR. CHARMO:
IG

G I will rephrase the question.
7

Leaving aside tho joint pool costo uhich m:y or |
t

8 5

may not be affectsd and the costs of pcuticipatica by indi- |
9 I

.

vidual pool members, either the ocu or c::icting, ic thara any |
10 i

reason why the ena11 system should rot be allowed to $cin I

11

the pool?
{

12 >

A I have no ingrained objection for sne.11 systemc |
, 4

13
joining a pool. Thera ar2 a lot of things th t have to ha

l14
1,considered. i

15 ;
For instance, if you have 100 of thoce small j..

16
,.-

cystams, you would have to draw the line come place, which
17

one pould you draw? ,

j
18

G If one small cystcm in the conte::t -- |
19

|!
MR. CAHLER: Could the uitnecc finich the ansuor.

20
MR.*CEARNO: We could do it by having the

21 i+
8

witness answer the question.

22
BY MR. CHARMO:.

23
G One small systen in the context you set forth on

24
page 9 of your tastimony.

25 ,

A If they provida an ovarall benefit, and I am r.ot ;
i

1

s
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s ,

!j r

sure how you will provido an overall benafit uhen you get

.:.

to these costs, but if they do, : hen they cenld . join the . |
'

>
. ;' e

,
,-

pool. | !

!-4'

,

0 That is not the assa:tption we reached. I na

5 aching within the context of your tests wher2 ch t caly benof"t
. 6 that we heve discussed is tha benefit to the cmull system, and I

7 ,

the absence of detrimont to the large syntsms in the pool.'

! 8
A. My difficulty is uith the forgetting of thecc>-

1
,

gi

costs.

10
0 I ara asking you as an export.

11
A. If you make the assumpti0n so that tho benefits

12
to the small systera are aufficient to cover all oE the cozts (

T3 |and still have a be.nefit, then I say there is no raasen why ;
.

!14 -

the system should not join the pool.

15
0 I am nsking you as an ex=srt to snauer the hypo .

16
thetical quection without consideration of theco cost.?..

' t

Are there any other reasons other than thosa
:

18
costs? j

i
19 8

A. When you say "without consideration cf thouc
'

20
costs" am I to assume they will be paid from som-3 other

.

21 [*

source? h' hat is the assu.tption?

22 0 Assumethatthecosts,anyincreaseincostdoesn't{-

l-", exist, that the addition of that ons small member will not |
1

24 increase costs.

I,
#3 ' If we taka that as a working asst =9 tion, then I cos jA.-

.

d

C

. _ . . _ . _ _ _ _ _ _ _ __ _ _ , _ _ _ . _ _ _m.
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a

1 i
no reason why that small company shocid not be a meuber of ;

2' i
the pcol. i-

:
3 i*

G Let ma make cura uo hat'e all of ,2ur es3tmutions
|

4 1,

together. j
~5 i

A This gets ccmplicated. i
6

g It does, indeed.

1 have a situ ;iWith the exception -- ctrika that. 40
o

8 i

: ation where a small rystem is joining ~a ; col. Thara cre not
'

,

9
benefits to the small cyctem. 17 0 cctrimant to the large

|

10
system. And we ara forgetting the question of whethar thct ;

i

11 srsall cyctem's participation in the pool would inc::s?.uo aither f
4

12
(a) , the overall pool administrative sapenses or, (b) , the 1

13
,

'

.
individual membars' costa of operating within CAPCO. I

14
And it ic your testimeny in that conte::: thct you !

15 !
1 see no reason the cmall cystem should not becemo a .a=mber of a
4 i

! t
16 s'

the pool? |
t
!A In that context, I see no reason why it shoulA
.i

18 (
not, this one small system. ,

!

19
C. Mr. Slemmar, if we are going to break scon, I

s

20 i
would prefer to do it now before starting the next lino.

{
'1 1
~

1

CHAIREMI RIGLSR: I have a question that is in '

I
*

i

)22 |

. this area, I think. '
.

23
If I told you a minute ago about a prob"_em I had

24- relating to significant net benefit and alternative
|

25- *

analysia -- !
:
J

I
i
6

,. , , , . . . .-~ --_ ..
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f THE WITiESS: Yes. I

s

CHAIRIUJi RIGLER: I told you I didn't see the r*2aso:|
l'

iwhy you include the word "nignificant" in the banafit if you ;*

.
b,

were using alternative analysis, and you responced, as I )
" '

5 understcod you, that there were two considerations.

5 First, a signficant not benefit bo the pool as
:

7 a whole. It was only after you datermined a significant not

6 benefit to the pool that you went into the method of alterna-

9 tive analysis to see if there was an incentiva for the s

I.
I10 individual company.

II Did I understand you corr.sctly?

12 THE WITNESS: I am afraid I misled you again.

13 The deterr.ination of the net benefici whether it

14 is for the entire group, the old pool plus the new remhe:.c, or

15 one ofthe parties, would normally be done en the basis of al- j
-

1
I18 ternative analysis. This is the basic procedure 20r det'*-

17 mining the net benefit.
?

18 You would determine the costs, all the costa you

i 19 can assign dollar values to. Production costs, transmission f
.

IO costs, administrative costs, operation,. maintenance and the
, ,

!
; 21 whole list On the two alternative bases and coma cut with a

I
22 dollar evaluation of net benefits. 1

. 1

23 Now, either tine you determine the not benefitc,

24 this is the way it is. This is the way it was done.

25 CHAIRMTdi RIGLER: Let's think abcut the tima it is
I
t

!
l

|-
._.
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i I !

i baing donc by -Se individual <:cr.pr.ny a dchar=ir2 af iu wants (
e

t

2' .,

I ~ 4. " %". . ...w. c...g n._.'.'.- %a _~'. ' .' '.- .~._' '^g-uo .3 04 ru , p.- y.;. w.~,. u~o
- -s

,,
. . .

m . .
~

. .

.

. o .
- :

Josed t.o it:i altern .tiva.
i

4 4.

THE WITi!ZSS: ''e s . t
:. .

t

O I

CIIAIFMAN RIGL22: Why dees that 50nm.it have to 3
s

- t
D 4

be cia.nificant? i.

I
~1

THE WIT 11ESS: Uhv do.ld thsv do it on en inaignifi t'

- -

i
a <e

- a.e.4- br ys&. .i. A ?. Ohg 2 s .m. ..t. " e _4 g 1.'.H.. g.o,n g M g I*.. . ; .e4. .a. .? 4.e 4 c,e j
m m - . .. .

,
.

,

9 !enough they are sura th3y will get scr.sthing cut Of it,
I

|

- - 10 !I' |
'

end 24 cnc they will go ahcad and do it. ,

>
1

11 ;

begin 26 CEAIEiAN EICLER: Aran't they cura they will |
$

12 *

get something out of it ac n result of the altarnativa j
t

13 i
..na.i.v_3is'. c ".' t "v'. 2 p u " * o.m. c ' ".'..a. _r .' '. s. .v. .~. i .3. w- e..=.__''.."v'.4.

*
-

-
. .. .. y . .

74 !
excrcise -- ;

.

t
15 t

!TIC WITI'ESS: 'le c . 2.ut the alternativa nul'.' sis.-
. .

. .
14 i

is looking into the future and things that m:e 22nmm, There :
s

i
17 '

r a. .~. a vi. c _* v. .~_* c'."' '1..vro 'J.v"s. , n* * H a ~o.". 'u- * ... ' te* . '' ~. .. % ;'
. _ . w . _m - 2 . .

.

318
to ovaluate those the bact you can. {

f
18

u-'u . ' $. .'.1 o* _ ' . . 6. t .'. N. . .."... c. . ..~en I,_..e ",t.i.A' l ~ ~.a,ng.o.r.s t
.

>
. -,

-!9
. - !

are not su a-what ull.y .nappen ..n hhe .tuture, i
i
t~

21 <CH?tIRMAN "PlGLER: In r31ation to the iqpo'2etieni t.

i'22
,

- you were just discussing with !Ir. Charna, t 21'c.ic.g ?.bouP. tha - |
IN -pocsible 1enefits a small system could bri".g to a pool -- i
i

M' |TIIE UITNESS: 'la s .
1

N, CHAIR'GM RIGLER: Suppose a .'.unicipality could !
!
>
L

<.

1
\
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i

obtain cheap public prefarence poNar sad ne: this chaap power !,1

i

as'a part of its generating allcwance or quota. |
2

|s-

Would this be a benefit to the peo1 as a whole? ;

I
f4

THE WITNESS: This is available to it because j

i5
of its joining the pool?

S
CHAIPJINT RICL22: Mo. This is availhtlo to tha

7 We are addressing the' question of what centri-small system. t

9 butiens, what benefits can a small systsm bring to the pool. ,
,

t
9 Suppose it had self generation but that its f

I

costs were ne less than anybody c1se's, its reservnc sould not!' to
l
,

11 add significantly to the pool, but it could bring in cheng
'

'

'

12 public preferenca power as part of its power production quota
f
1

13'

. capability. ,t
4 '
-

THE WITNESS: As a part of tis alternati/s with |ft.
1 i

the pool. It would be different from its cite:rnative withott I, p~
i t

i-

1

the pool. Then it would provide an overall not benafit. !i 16-
t
i

CHAIRMAN RIGLER: No. At the tins it applies |-
t

!IO for membership as part of its power generatica it car ,

I
t

'9 -bring to the pool low-cost power.'

I'O THE' WIT!IESS: Then in determining the net benefit"

-
.

21 that lou-cost power is in both alternatives, so ib does
i
e

J

not come into the net benefit..

23 CHAIE!iMT . RIGLER: To the pool.

'4 :THE WITNESS: It is there regardless -- to the ; i

. . , -

25 whole partnership? I
i

i I

}
=

a

J
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I
. .
a e

.
CHAIEtGE RIGLER: Fron tha noint cf vic. of tha i

-
4

2 i
'

. cool . , .i

.e., ?.
*

THE HITIlESS: From the point of vim Of tha j-

4 i.

pool, agh 4, distributing hensfits. From the polner of view c:|
t5 i

the pool, if that were available to the pool through the pool |
S I

arrangement, it might provide a net benefit. If ths othe- I
i

7 i
companies could use it, j

i
S

MR. EEniOLLS: Mr. Rigier, could I a?k, did you

n~
mean that that email entity could not make avails.nis the

proference power to any member of the pool elithett being t.,

11
member of the pool, but could only do it if it becama a mentor 1

i
12 '

of the pool?
|

1 *'*
Is that what vou are achino?- ,

.

f4 i
CHAIRNAN RIGLER: No. )

I
15 *

MR. REYNOLDS: It could ho made available as a !
..

|
16 :

member of the pool or that the small entity could nahe it i
n

17 '

available to any member of the pool sithout memberchip? I

i' CHAIm1AN RIGLER: I r. cant this iG Eomaching it wantdf
19

to bring to the pool when it discussed benefits it could pro-- !
:

vide to the pool. f0

.
-

'l
*

* MR. REYNOLDS: Could it provide it othantise?

. CHAIRMAN RIGLER: That is irrelevant to the question .

23 iMR. RSYNOLDS: If you are assessing alternativec, )
4

1

24 it would not be irrelavant. I
1

25 CHAIMIAN RIGLER: A:?sume it wouldn't be made '

.
I

I
_ _ _ ._ __
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|i

available unless the small system had menborchip. |
;

n .

,

-
THE WITICSS: That wac the anc=ption I maic. |

)3-

CHAIRMJd RIGI,ER: W can ta%G fiva cinutes. |
;

.t 1

(Reces3. ) I
'

t

i5
BY MR. CF;(R2iO: |

!

6
G Mr. 51eimar, ara you aware of differcat nethods

7 in which a party can participate in c pool?

A of'different mtbeds; yes. |

9
G I believe you testified about seme kind of satel- ,

,

|10 lite or associate 22nbership that was available in P.D!. 3
i
8

11 IL In PJM; yes.
I.

12
D. Also a method by which c number of :mtall cyctema l

i
i

p~ could ba represented by a single agent in r. pcol. |,

/
A In the NEPCOL, right.

I

G To the bast of your knowledge, deac thi:: reduco

16 the viability of the pools in which it is practicac? |
1

!
17 A neduce it in tarns of whnt? Reduca frco Wat?

!12 It increanos it as cocpared to those that are

IS satellite members being full memberc.

"O G These nothods would he a way of reducing the'

.

'3 cost of having anall mer.bers as participants in a pool? i
.

.

22 A That is right. That is tha advantnga of it.
.

U
Q. In that case, is the numbar of parties partici-

M pating in a pool, as'cpposed to being members of a pcol, noi:

25 as significant to the pool'a cocto cr viability cu the manner,
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i
1 *

in which those utilities participate in tha scol's benefitc? !
2 !

\ The'clamontthathasthelargestoffectonthacoct)*

3i |
'

and viability is the number of full r. embers that hava to ha $

14 i.

represented in all of the pcol transactions. t

5 !
Did that answer the quaction? I am not sure i

G I

whether it did. !
t7 i

G I thin *c it did. '
Ie -

MR. CHARNO: I have no further qucstions. |
9

CHAIR!W1 RIGLER: Mr. Zahler.

10 |
REDIRECT EXAliINATION j

11 I

fBY MR. ZAHLER:
12 i

g Mr. Slemmer, earlier this corning, you started i
L

13 I

to give come testimony concerning a : correction that ycu |
14 t

wanted to make as to your earlier tacticony regarding L'EPCOL. I
i

15 '

Would you please indicato in what manner you would j

|16
like to correct your testimony?

,

17
A .Yes. I thin'c yesterday I said that I did not 4

4

18 I
believe -- that I thought the NEPCOL membership rcquirad a i

19 minimum of 25 megauntts generation. Since then, I have had a t
I20

chanc'- to look at the FPC decision on the NEPCOL, which |
21 |

*

describes the arrangement in soma detail, and I find that that'.o

22
25 megawatts was in terms of its qualifying for a cartain

23 |transmission participation, that the m2mbership per se in

#- NEPCOL is not based on the-25 megawatt generation.
.

O
G. Would that fact affect your tactirony that it i:: -

I

i
l

'

_. _
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f
imperative that cach mcabar of a pool provida sigaificant

'
2

benefits to the total pool operacien?-

- 3,

A No, it would not.

4.

G Why in that?

5
A In order to nnka the pcol viable, thsr3 hava

6
to be benefits, overall benefits.

7
G How is it that the fact that NEPOOL hn: r:mbars

0
that don't have installed generating capacity na natallite

9 . .

memborn impact.on whether or not they contribute a total

net benefit to the pool?

11
MR. CHARUO: I objcct. I con't beliove this

12
is the context to which tha witness has referred to catallite

13 membership.

f4
CHAIRMAN RIGLER: Let me hear the quantion.

l'a
(The reporter read the pending question.)

-

16
CHAIRMMI RIGL3R: Overruled. |

|
17 '

THE WITNHSS: I am not sure that I understood the
1

18
question.

19
You want to know how it is that the fact:that

20
members can be me: bers of HE200L wit;hcut haviw re=eration j ;

1

21 . does not impact on the requirement for net benafit?
|

22 BY MR ZAHLER:
,

23 G That is correct.

24 A Their benefit that they bring to the pool vould

have to be somothing other than generation. It could be in I~U
t
!
!
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:
I

1 sema other area than providing neesssary generaticn.
'

'

7 g 11r. 51ecmar. if an entity seeking membership to

', a a pool could bring cnly money to the pool to pay.for all of ;
.

4 its transactions in than pcol, vould you recomment that !
.

.

3 that entity be admitted to a pool? :

.i
6 A Not really. If they bring only noney, this indi-

7 cates that the transactions will alwasy bo in one ' direction. |.

|
0 I think I have said before that the pricing in a pecl is

,

9 based on an erpoctation of reciprocal servico, corvice going |

1
in both directions. }go

i

11 The pricing does not dcccasarily ropsoncnt tha ,f

}_.

72 entire cost of rendering a service. If the acrvice in alwayu ;
i

13 g ing in ne direction, then the pricing has to reficct the to-?
;

1
tal cost. So the pool pricing wculd not nececcarily be j14

appropriato. j33
'

G What would be an appropriate form of pricing in - j16
2

such a situation? }g
'

sg or n ce a en auooa power j
-

.

10

contract or sopething of this kind. I
19 2,

4 Y u also indic tcd in y ur testicony that therc20

were some pools that have members that had different financing,~1,

!~

costs.

D y u know if any of those pools have joint-

3

construction programs wherein all generating facilities |,xA
.

i

to be committed by the parties to the pcol are required to be
}'25
,

!,

I
i

k

,- _ _ . ,_.
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I
7-

done on a joint basis?
,

2
A. I knew of no such pool with different financing-

-3-
,

costs, no. J
4 I.,

'

Mo. . SMITH: Excuse m3.

5 ,
Are the pools you are familiar t'ith all hava

'

G
identical financing coats? |

i

7 |THE WITN35S: lio . But there are not 'Jary many :

O
pools who require all units to be dono on a joing basic. ,

9
In fact, I think CAPCO is tha only one that has that require- ;
ment, as far as I know.

11 MR. SMITH: Don't financing costa diffor even |
,

.

12
among investor-owned utilitics? j

i
13 1

;j cr.2 26A TH3 WITNESS: Yes, to come c;;tont. |
I14
1-

i }
15 i

i - !

j is

17

u
18

|
,

19

I
20

.

21-,

22 |
'

-
.

24-

25

I
i

~- _ , -.,. . - . . . - , - - . - - - , _ , - - , - ~ -
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I
S27 CHAIP'-iAti RIGI2n: Even within C?QC0 one might i

1' bwl !
'

-

erpoct financing costa to very mar.bar by nerber, i
-

o ,1. i
, i'

"1 THE WIT:iESS: To scne ex';ent, yes. j
i

E
|

t . BY MR, ZAHLER:

!
5 'g Mr. Slenner, going back te your tectimony

O earlior this morning, when you ware ached about i
!

7 different financing coatc, how did you interpret that

O question? !
I
t

O A. I was thinking in t'. rara of c publicly f3 nanc2d I
i
i

IO
ias against a privately-financ:S. '

*
,t

..

0 Have you finiched your casuer? |
11 '

e
,

12 3, yes, |
!

13 g Do you know what the average variatien in

14 financing costs would be betu2en the CAPCO me:rhcro? [

t
15 '

,
Hould it be as great as the costa batucan a public cysem

! :..

1G and cn invector- cuned systaa? !
'

17 MR. LESSY: Objection. '.No 3 c ndc. |
!

ID one, ha indicated he doesn't hn"c specific I

i
19 familiarity with CAPCO. Two, I Gubmit thiG aron of'

i

| .20 financing costu and their average is boycnd his expertise, i
i

[ El- as en engineer, even in engineering econcmics. |
t

i22 Absolutely, financing costa has no relation, ;
,

1

Z3 as I see it, to engineering.
'

34 MR, ZAHLER: Can I ask that question? ;

C5 CHAIRMJsN RIGLER: I wondered if you had a
:

f
'

I i

h. !
,

. -
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response? I agree with both of Mr. Lossy's points, butbw2
1

if the Witness kncus the antwar, I sca no re nsen ::hy '.w
2

can't give it.e
3

*

THE WITNESS: Ucu specific was i:he quaition?
4..

CHAIRMTS RIGLEn: If you don't kncu,, if you ara
5

spe ulating, you are adviced not to anruer 3
6

If you know, it ceeus a basis for ansucring
7

the quection wculd be a knowledge of CAPCO financinc*

G

costs.
9

TIIE WITNESS: I have no specific kncyladge.
10

MR. ZAHLER: Lat me withdraw the questice.

11

and rephrano it.
12

BY MR.ZAHLER:
13

G In your experienca, Mr. Slo:mer, are the
14

financing differences betvean investcr-woned utilities, such
15

as the financing costs betwean investor-owned utilitios
,

1G

and public-owned utilites?

17
A. No, they are not.

18
MR. SMITH: Did you !;ncw differanco in tha

19,

financing costs in teh Michigan Pcol?
I20

THE WITNESS: As I rener.ber, we had _' rom th 2
*

21-
companies in the work we vera doing in Michigan the specific

22
. costs at that titre,

'

23
MR. SMITH: Could you give us an ansuer based upcn

24
that?

25

._ ., . _ .. . - . . _
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bw3
I

THE WITNESS: I don't remember uhat they rcro ;
''

9
~

nCV.
|

,

| e. I.3 - Numberc get away from me. !
j

I BY MR. ZMLER:,

3
D Mr. Slemrcer, can you give us an d

0 crder of magnitude with respect to the Michigen puol? *

7 MR. LESSY: I objec+ to the.t in light of his last

) 8 interchangc with Mr, Smith. He said mrabers got c: ray
,

9 frca him.
I'

10 MR. ZML3R: The quaation ic whether he could gira
!

11 us . an ordar of nagnitudo as to Mr. Smith'c quasnien, j
t

12 iCHAIRIGN RIGLER: If he can, he can, i

13 THE WITNESS: In the Michigan Pool, tho overall,,

14 including return on equity and the whole ball of urn,
,

1

15 cs I read was semouhere around 11 parcent.
.gf -

13 In a public-financa pool that would ge cara in
17 the order'of maybe eight percant.

;

13 i
I wouldn't want to otick definitely to tho

;
i

19 figures.
|

20 -BY MR. SAELER:

~21 % Mr. Sicmmer, based en your ozperience in the-

22 Consumers procaading, can you giva me an order of magnitude
.

23 of the difference in financing costs between the ccannien

24 who . participate in the Michigan Pool, that is an order of
r

15 Inagnitude of the difference of financing costa between.

i

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

1 Detroit Edison and Censunars Pcwer?
bw4

3

2 A As I renambar it was less than ena parcant.

3 g Mr. Slemmer, an I understand the $ruct of

4 your testimcny, it is that, and correct me if I en wrsng,,

5 that the engineering and system cperating constraints

6 that you study provida the outor boundcries wiuhin which

7 decisions as to the allocations -- first of all, as to

8 whether there is a total not benefit to taking any action,

9 and then how that is allecated amcag the parties; is

10 diat correct?

11 MR. CHAENO: Could I have the quantion back?

i
12 (Whereupon, the reporter read the

13 pending question, as requested.)

14 Tl!E WITNESS: Can I state it, che .first stop

15 in determining tne, whether there are overall nat benefits,

15 is a deterraination that thera is or there isn't or it's
'

;

17 'a wash.
I

13 Then the accend stop where you have a - if you hn"a

19 a -- if you have determined thatit is comething to go

20 ahead with, then the second steip, whera you are

21 allocating the benefits or allocating the cescc to'

22 provide an allocation of the bsnefits, then it becomes
.

23 a place where you hava to have a not benefit for each person,

gg Dues that answer your quostien. l

|

1s

.
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'

bwS
1 BY MR. ZRHL3R:

i'
2 G I thin'c the questien ucc avkwardly vord2d, I

fe
3 but I will prccced frcn nore,

4 CHAIFl!RN RIGLER: The quactien you poced was,.

5 at odds with his tactimony. !

G Your question was whether the outor houndariac

7 were determined by the engineering econcnic analysis. i

8 ffy recollectica of his testimony is that

, 9 that was one component and the other ccmponent wcc what
,

10 he called intangible benafits.
!

t1 It was the suw of thoso component: that afforded ,

i

: |,

12 the total net benefits, '

!

13 UY MR+ ZMILER:

14 0 Is the Chairman correct in that ctatement?

15 A He is correct, yec. t

-

IG I .would like to claborate to this c: stent

17 That is that ordinarily when you determine the dollar
1

benefits, you will come outi with a cost plus v oignificant,is
,

19 and value less a significant, and there uill be ocme
20 kind of range in there open for negotiation. It doen, in

21 effect, provicia a range for negotiatica, But you find an*

22 evaluation has to include the intangible benefits
e

23 BY MR. "NII.ER:

21 G New that range within which the party would

23 negotiate, would different results be rasched within

,

s

(- , _ . - . . . . - , . , , , ...m._ - _ .
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hw6
3

that range, depending on the neptinting capabilitie:: of

2 the parties?
;

Tk Yes.,
"s

i
ES26 '

4 i.

t

3
1
^

3

7

G

D 1

i

!

10 !
'

i

11 I
:

!
12 1

.

t

13

1

14 ;
i

i
15

,

t
- f

1G |
!

!

17
i
!

IG I

19 i
i

20 |

*
21

22
e

24

i

?.S 1

1
!' '

I
i
4

Im
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G And, in fact, they might reach a rccult that was
2

outsida of the range that you had s t, depending on the,

3.
' negotiating capabilitica of the partioc? I

*
A This is possibic, yos.

5 '

G Would you have any difficulty with the definition I

6
of " bargaining strength" as being synonyrouc trith ranpact f,

7 .

to " negotiating capabilitiea" of the parties as va have just

6
used that torm?

9
A No, on the basis that tha torn " bargaining strength''

!does not have a specific meaning in the art, which I kind of

11
gathered from our earlier question that it did. With that

12
assumption, it is a good definition.

13
G With that understanding of " bargaining atrength,"

14
would the result: that would be reached be different

15
depending cn the ba_-gaining strongths of the partico?

.

16
A Yes.

17
CHAIM'.AN RIGLER: What was you-- definition of

IB
" bargaining strength"?

19
THE WITNESS: The ability, different abilities of

$20
the parties to reach a bargain, to obtain a bargnin !

*
.s t~

MR. SMITH: You used the word " capability," which

is different.
,

23 MR. ZAHLER: The term used was " negotiating

24
capabilities."

D What factors would influence the negotiating .

I

t
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ch 2 1

1
1

capabilities of the parties? i.-

-

I'

THE UItESS: Cna of tha biggest factorc would g,
,

3 . j
I be the ability of tha bargaining tar.m they had doing the ,

i4. '
bargaining. Thero may be extraneous factors that 5:culd

.

5 I
influence that that wculd not nec0ccarily ha a part of the j

i
6

particular thing that wa are studying.

7
BY MR. %AELER:

8
G What would the factors that you hava just reforred

g
- g ,

to be, for example? I
i

A. I think the Chairman this morning nuntiened ena

11
t/nen be said do I stay f.n business or do I go out of

12 business.
13 I

CHAIDMTui RIGLER: I don't recall saying that, so i

14
are you caying that is or is not a constraint?. I

i
15 i

THE WITNESS: That vould bc one. If it has an j

16
unusual effect en his future.

q

U CHAIRMAN RIGLER: How about the rolttiva cinos of |
?

the two parties? |IO

19 |
THE WIT 1TESS: I don't think the relctive cices*

1

initselfmuldnecccoarilyaddafactoronewayorthoothor.f'0
~

. d. CHAIRMAN RIGLER: How chout the degree of access

22 each party already had to different transmission cyctanc?
,

I

d- I
THE WITNESS: Well, this -- it night or might not.

M I don't know.

25 CHAIRMAN RIGLER: Suppoca one systc= is cer:pletely ;
I
!
:
I
4

4- ,
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isolated and surrounded by t e par y with whom it in inh t.

negotiations and the other party, tha surrcunding party, hss j
7

J
possible accocs, transmission access, to t*<:n or threo

4
* other systems. ;

TnZ WIT! MSS: The on3 that is currounding cannot

G build through the other party's territory?
7

CHAIRMAN RIGLER: Right.

TIE WITNESS: That might be a factor that t'ould
'

end 28 change the bargaining position, yes.
10.,

'

11
4

12
1

|13
,

14 |

15

I..

16

17 |*
!

18

19

20

* 21

22
. ,

.

24 - e
,

~25
i
!

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

1
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i'329 1 BY MR. ZAHLER-
4

bwl,

2 G With recpect to deter:r.ination c2 yonc ,?irst j
-

2''
3 stop, that is whether thoro are total not h.snefits 2:o=

] i

a any action that the parties would chocce to t.,ho, hev !
f*

'
3 do you go about datarmining tha"9

f
3 A This is done by a cernarisen of alternativon,

7 wheroby you at up the alternativa devalegnunt progrcc.3,
.

I

a -first, on an individual basis for to parties concarnca,
,

I

g and then on a combinod bania.
'

10 You price cut all of the coat factors that

;j you can assign dollar cests to in both car as.

i

1 ~4
And then the difference betusen theso ;

i

; . I

13 two costs are the benefi' o. Ic

;

;4 G What would be the result of that study.
|
!

What type of raccm=endations would c :..3 out of :15
. ,

1

IG that study? t
-

:
1

17 That would indicated the.t the propesal was cne thaiA
,

should be pursucs4 furthsr er should bn dropped. I.Gi
;

G Would the reconar.undation to pursuc the raattergg ;
a

.

20 further bo based en whether there vore cny siginificwt |
!

i
not benefits or whether therre vero any banefits?

21 ,*

I
A Enether there were benefits. '

-22
*

G Assuming thera were benefits and you pursu2dg

it, what would the second step be?y
1

-MR. LESSY: Who is "You" in that quacticn?
25 *

, _ - . - , . ,
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i

1 MR, ZNIL3R: "*?cu" ic :*r. Sle.r.ar,

2 THE WITHE 53: The cecond step son ia ac mee
''

,

.* !
O up with an allocatica of hsnafits or rurh: ras tr.cro d.3linit /a '

Y I
4 descriptien would be to cer.e up uith an cporatin ; E

1=

5 arrangement that would provido for the cperaticas that

6 you are contonplating in your interconnectica that would i
,

!..

7 distribute the benefits, so that ec.ch part r would Ic:cic. g,

ie

G a significant benefit to hinzelf to go c.hond cad gut into
.

9 arrangem3nt.

IO BY MR, ZMILER:
(,.

,

11 0 I noticed you used the word "signiff.cnnt banofit." i
t

12 Eny is it essential that the calculation at chia

!13 stage mean significant benofit? -

|

14 .A To ma, significant :tsans something he *.ti.u bcsa

15 an action ' on.
.

I 1G He is now going into a pool. He hna to ha te !
'

i,

; 17 something that to him is sufficiant to make a dacision

,

18 to go ahead, t

t
.

19 G Is that based on the incentila ha gets frca
4 .

* 20 the significant net 'oenefits?

01 A. Or there may be other benefits that are not.

; 22 particularly in the conta:tt of that particular arrangeant.

.
'

. MR, ZMILER: I have no further quanticus.23

24 MR. LESSY: No recrc00.

25 MR. HJELMFSLT: I have no questi'onc.,

|

.

I
1 .

, _ ,_ ._ ,_ _ . . ~ . _ _ _
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hw3 i BECROSS EYJJtINATION i
.

E BY MR. CHAP 010:
*

!.

3 g Mr. Slcmner, would c benefit which a non-
'

)
4 generating electric utility might bring to a pool be the

,

5 addition of Iced growth uhich treuld allcw Ein staggerad
i.

6 construction of largar units and the enjoy:nnt of the !
(
!

7 coonomies of scale that were attendent to that?
I

B 3. That oculd bo one of the bens: fits, yac. f
4

i.

9 MR. CHAFJ0: Thank you. I have no j
i

to further quantionn. l'
4
1-

11 MR. ZAHLER: I havn a furthor question for |

1
f

f

12 fir. SlerrJ::or. !
i'

1

FURTHER REDIRECT EFEiIUATICN i
13 i

:

74
BY MR. Z,WRA: -t

.

f

15 G Mr, Slenemr, fi we had a ncnganarcting !
)
,

i
16 entity, how would that entity be rocciving pcwar to -

l
t

17 supply its customars? ;
3

A. Nongenerating, it urat be buyingit. ;
10

.

:
It would havo no other choico., ,

19 .

I

20 G If it was buying it f:cm entities v;hich it !
4

iwas going to pool with, would it contribute lend grc;tth ;
; . 21

i

22 to that pool? ,

.

A. Not if it was already buying it from a msaber
23 ,

of the pool.y
!

0 If an entity were a wholasale cestener o:c ;
23 I \,,

k
(
!

f
I

.
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I
bw4 a pool :nenber and sought aJ:aicsion to the pcci, it ;

6

1
E would centribute no load growth to -he pcol, eculd it? !

i.o
I

3 MR. L3SGY: .4ked and =cuerad by the lact !

}.,

,

question.'o

1J.- I object.
1

4

86 CHAIRMNT RIGLS!: Sustained,
.

7 MR, ZNILSn: I v4 . draw the question.

U No further questiona.

3 CHAIL'!NI RIGLOR: Thank ycu vary much,.
|

IO Mr. Sle:r.mr.
I

11 (tiitness excused. ) |
i
*I2 CHAIR"J.N RIGI.ER: We vill set together again

13 at 9:30 Tuesday.

5 I4 Will that be !!r. Firestone? 1

I

15 MR. 2 NIL 3R: Yes.
-

16 CHAIRMNi RIGLER: We ha ro one exhibit movad and not !
i
1

II received. i

i
i

18 That would be Applic mts 120. ;
L

19 In thera objection?
1

20 MR. CIIAnio: There is cbjection. It van |

*
21 agreed we wonid hold it over until Tuesday m1d argua it

'

22 at that point betwoon Applicants and the Depart:-ant,
e

23' CHAIRMAN RIGLSR: Fine.

24_ (Whereupon at 3:45 p. m. , tha hecring was

25 adjourned, to be convened et 9:30 a. ra. , on
|
1

ES29 Tuesday, May 11, 1976 )

, .-.


