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11 Do you want to nursue Cist line of guazsioning’

12 IR, GCLLEBERG: I have two Lriaf quuszlers

13 more which will demonstrzte =he sigi:eance of 2iac one
on2 hundradth change.

CHAIRMAI RIGLIR: There waz 23 peading -b-agsi

liowever, if vou will start with two now cusszicons. we wlil

- -

take them and prcceed frem thare.

IR, ZAHLER: X might ask «hather zasclution of

- ——— i . ¥ | 777 O 4 <

19 the objection that was pending would L2 sopvopriace.in

light of the colloquy that Mr, Reynolds hzd wich veu 204

i
=)

Staff concerning the position of the Staff war cazking
vis=a-vis entrance of a new system into CAPCS and whether
that would require reformulation of the UIAPCC agvaarants.
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1 We agreed, did we not, that iZ the daporiaszic

2 of the ?/N ratio in the very reliable sysczs X oo ¢
3 1l {revised)} weres .05 instead of .J0€, =Zhas snoe ramalsd

Kl ratio T/ would de alittle ovar 100,009 ig SasX

5 A I think we established that, ryas.
6 3, And the difference betweoen 10u.00 anl Lac
v ficure of 8%,983.16 which is the correc: za2:is =0

8 the denominator is .06 is about 11,030, buu i:c Iir

9 certainly greater than 10.000; iz cthat covrr.ct?

) A I will rely on your arithmetic. T hawvea':
1 mace the calculation, sut it sounds reascuairle. 23,
i2 0 10,000 is what number times XL/1002

i3 A 10,000 is what nuwbher cimes 1,057

(4 Q Yes.

10cC0.

i

15

15 MR. ZAHLER: Cbjection.

7 BY MR, GOLDBERG:
0 Would you accept my statement that 10 Z¢
1 millien times 1/100?

MR. ZAHLER: Objection. I don‘: hasv :he

8

relavance of the question.

[ D]
—

CHAIRMAN PRIGLER: Let's sze2 if a2 caa conas
THE WITNESS: Again the arithmetl:s sounds
correct toH me, ves.

CHAIRMAN RIGLER: What is the relavanse?
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differsnce w2 gat in the 2,/H rati -

adiffarence in th2 denominator Lg maonlfi.

whaer: the relevance cof this line o guss

the change in the denoninstor would have

MR. CGOLDBERG: And %he Lozxi

Vas

whethar or not it was z sr:n:.:‘.cg.n. changs

Iy

e¢stablish that the 1/100 chance is aujg

Q

times in the ratio, and then we can esecadbllish i

is 2 sicnificant change.

MR, ZAHLER: What ciroumstance:

'D'.}Q

YR E AL

talks about the macnification ¢f the zaiion,

numerator?
#YR. GOLDBERG: We ars keal
same and we are varying the derominatcr.
HMR. ZAHLER: The numaraters ch
you pick.

MR. GOLDBERG: Noct when where

asscciat=zd with the denominator or ths o

in tha computer makes a mistake when he |
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1 MR.ZAHLER: I still don't know waahk Lhe r2lava

2 is from his line of questioning.
3 CHAIRMAN RIGLER: What conclusior Jdg vouo vanc

o draw from that?

Y
r
b g8
]
é7]
e}
1+
A

3 MR. GOLDBERG: That wvery =zmall erioys ia the

6 danominators produce siganificant, hera 2 millicn <inas
- magnilication in the ratio.
8 Therefore, this system of using ritiss %o

3 M allocate responsibility is extrzemely seasitivz rc vary

10 small changes in denominators.

3

i3 CHAIRMAN RICLER: Agsume we 20225 thas.

1z MR. GOLDBERG: Then I think that leoavss «ha

D e S

NSO ——

- o

3 way for a finding on the reliability of thasc calewlacien:

12 and their zpplication of the B/N ncthod to smai.l Sy Ry

3 CHAIRMAN RIGLER: I think bothi Mr. Suich oo

16 are having trouble tracking vou on that. lcw aree iz

17 cra2ate or maintain a situation inconsistent wi-i b~

" antitrust laws?

i9 CAPCO has a formula that i3 zacisinotony =a
20 | MR. GOLDBERG: Yes, kut if thav use that =<
ay other systems membership in CAFCU, that may war: voil
be part of a situation inconsistent with =ih2 ancisrils

CAAIRMAN RIGLER: Is there anv tas=imcnv in
racord that the P/N formula has been used cs cany venmbe

in CAPCO?
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MR, CHARNO: HMr, Chaizman, 27 I wzy, snl.z2

question was nct directsd to the Tanazira Loum
yasterday, in reviewine the tranceczix

.

and at wvariance witch wheot we undavstond Zhe Tooov o 8 e

§ae

CHAIRMAN RIGLEP: Cive ma tha puge 2loe,
MR, CHARNO: 9256 is =zhz sps¢iile
I refezr. Andthe sentence thet Im having spaoifiz osulls

with, the sentences are the lost sznsgncae 1o -2 (LIl

(2 1)

paragraph of your statemont or thz. page, ead 2 izt

sentence in the follewing conaz, They reid A
suggests that CAPCO really was not contampletine rau
menbers., There may be a peoint cn cocniyxcwvarsy lav
this was by design or marely accidantal.”

If your second sentencze is iatend:zd o e
the onz that immediately pracsdzd ina
trouble,

TR
aais

¥
.t
I 24
(¥
(9]
o)
™
i

‘

In any event, we rthlni
tc the axtent CAPCO was not coatenmplaiing oo W BT, 1%
was intending to exclude such menbers,

#e think the record is wvery <cluzr on tizt,

”n
&

CHAIRMAN RIGLER: That ig

MR. CHARNO: That is a contected L25i:

CREIRPAN RICBLR: I thcuglh shat woald se Tdgac

T ehms T
ANl - -

from the second sentence you reic &
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understand the Department’s positicn and the crznsitlicon ‘
sa~tias' peositien that CAPCC was 2 2lgsai 3 h
eithar consciously excinudsd negy mambers or 2y f.liling ==
malke provisions for tham, rzachag he sama Jesul:s,
2 think the Anpliecants taks <ha opicolis sogition

o
J
b
-
"
i
¢
L)
.
'
.
.

that tha juestion was simply no

corract,; Mr. Reynolds? i

A

MR. CHARNC: We woulld go cons slas rTuriths
contand there is avidancs in th2 Lozoerdg =hine a2 nalasd
of reserve allceation, wihen adsuetad., was zfant

idea toward euxclusion,

"

That seems Lo b

CHAIRMAN RIGLER: In vyour eflirmazil-a ¢233,;
what in your affirmativa case supporte thiet csacluulior

MR, CHARNO: 7You have to taks ik in a nZbso of ‘

First there was clearly Soncurn Th.at
municipal systems would join the poci. Ancihak wanli
be Ixhiiits DJ-679 and City 49 and 56. g

CAPCO examined the affect ¢he propnzo. i
allocation methed would have ¢a the municipal cysiznes, :

That would be City Exhibi<s 27 and 23.

™~ y e
- e

.

They conducted studies %o show ithe imd

allocation methcd upon the Clevaland nunicinel secol

system, specifically.
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arl 1t CHAIRMAN RIGLER: MNow whan you cay ths allcoa

r
)
v |

R —

(88 ]

2 tions were arbitrary, are vou referring & £he 28 forzul:

3 there? You are raferring Lo genarating carzagcic, 2lloensd
4 ar2 you not?

3 MR, CHARNO: I think we hava sstcabliashad in
5 record that the reserve allocations 2nd cho genegrasing
v capacity allocations are directly proporticral., Iu iz
a8 impossible to etablish on2 without having a dizect izpace

o on the other.

10 MR, ZARLER: Mr. Chairman, i7 I ¢ould intersisci
T MR. CHARNO: Let me finish my statemanc, pligas

iz I would appreciate it.

12 CHAIRMAN RIGLER: Let him finish his statament.

e . Sy S

B L

14 MR. CHARNO: Ard then that the undsrlying Lasee

15 for unit representation within the ceonuvexs of 2/:, nha«
% is pro rata as opposed to investmenc rasponsisility,
were utilized to aveoid conferring any advantage o
membership upon municipal svstens,

CHAIRMAN RIGLER: What supporits tiat:

MR. CHARNO: The Duquesne memo which surgasz:
changing the pro rata method becauvse i: .:uld
benefit municipal svstems which &id not have gzansratica,
as Exhibit DJ 283.

The resulting change from pro razta to investaas

responsibility is DJ 372.

———
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That is not intended¢ o ke tha Kind ¢ corpze

hensive evidentizyy summary mesaégsary #o support f.odiags

but we think it &cesg indicata in.

CHAIRMAN RIGLER: You contsnd thg s goavwign

of the P/N¥ nethod was an intsegrsl parvre of & plais aszsiznsd

to kesep municipals ocut of the CAYrCO peol”
MR. CEARNO: UYo contead st this tine cant
the selection of the P/N mmgthed wag a set foxmule  mwd

set formula was selected for erclusionz~y purpnsin.

Purther, that the P/N m=thod acts a3 zn aamelusicazsy

pool.

MR, SMITH: Is thers anvshing se S22 fu evid

which would dsmonstrate that the P/ formulz was luss vy

optimum to the CAPCO ccmpanise theuselives witlhoubh ysgsvd
to any exczlusicnary resulss?

MR. CHARNO: Well, wa know tha

e

MR, SMITH: L2ss than optimum ooZ=lty o alteswn

tives?

MR. CHARNO: We 2ind %he P/ and applicatic:
P/N being varied from the inception of thes CAPCO pogl
until today. It is clear it was neither ¢ptimun nor
whelly satisfactory with all of ics membersz, and ii was

being constantly negeotiated back and Zewth to zllow tie
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i0

i1

12

13

i4

15

16

17

18

20

21

N

24

perpetuation c¢f CAPCO. A standardi:z

P/N did not occur.

MR, SMITH: Is :zhesrc any

that the changas were nct adcpeed
ing the kest methcd of allcocation
and that thev are ewvolving toward

I want to know if zhey

did it cost them? They eicher had

did it to exclude, then there was

as far as their own internal operatic

is it coincidertal?

MR. CHARNO: I don't see
assume that it would ke impossiblaz

measura that didn't ccst them somak!

MR, SMITH: I would sa:

method of allecating reserves and ¢

Mavpe they don't know what it is vet,

one best.

If they selected scmetiing oth
best, perhaps we could infer from that *hzt

exclusicnary purposes. I don't know.

What I'm asking now is,

that they did not accept the best kaown method

tion known to them?

MR, CHARNO: What I'm saving i

w
1
N

is chersa

(I
L)

i
LY )
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in detemmining whather it was %the best govnod of «lizustion

(R

was the potential it had for axecliudiang mucici: . B

MR, SMITH: I underctand sihat osacinc

L3

R
. ? E 3 ... IS " -
I Son't want to gconiuEe thae Tecssd oz Loia

*

int and sugiest that I have coeme %2 tha zsonciusian at

this point in the hearicy that P/¥ .3 thoe base., I ica's

5

*=d 37
s Sl s bt DS oD S A2 & DA Yo S S A S Pt e e otk A e W b T A

L
i
'

xnow that we could sver arrive at cay best. I wawuc
vhat evidence is there that th>2 CAPCO companies Shanneivas
o have fallen short of what they yegersd rsoticaalliy 24 Zoaw
30 internally without regard o esncluslon.

¢ There aze big numbers invelived e,

-

12 suggests that all of this capacity in tiizs2 iy "Lz ualzs

12 u are allccated for the purposs of axcluding Piiczilon;

*3 well, I want evidence of that.
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MR. CHASRNO: I cdon't think

T T e

i wd L QT %a2 = B an e 3 Yo and  #5e
@8 velcling thwe allocacdoa MzEiiod i

excluds: municipalz. It is par: ¢Z

conduct to excluda municipals,

MR, SHITH: I w~.ld sucoect

axperience, if a coursze of zc¢tica is

two objectives, and that has

o
0
)
4
[
=
{
3
i

ancé that you have given u

I nave expressed my concarns, &2 wall

Nermally, I would axpact 1.

e

formula that had as an important fecaturz.

then they had to compromise and givz
in the best allocation method withiwn
tself, without regard :to exclusic:a.
I would be a coinczidence

produced optimum resultis,

MR, CHARNO: I thirk that

points that Staff is making upon cross-
this system is apnarently ~- pazdon r2

system is fair to the members of CAZCO !

systems

rhe

.-

:
L &
-

-p

The point Staff is maxing 2on

is that it

is not fair to small system

)

2
oo
-y
&

w

- -
. -
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b
o~
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AL 53
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“

bw2 an allocation system ameng 1azgs s7seans “hol T

* = b - - - oo -~ - -
adeguate to all of thair nzeds :=n exnns 5 Z
3 ~ —racy 9
}".Rg Q}!..-L(A- 4t Lo .h:-a..o
4 -
MR, CHARNO: Again, I 308 ARYying 2 R

best.

@ e - Ty s caliads | bt i & Fsd o
MR. D.':-‘.Tt!: 4 WaADRT SO RN 3T Phs e s

is, and what evicenca ther:s i3 taas ik i 1ws Zoo shels

own selfish purposes.

5
.
C
O‘¥
1
[}
-
f
o
L o
[
6}
]
~
.

.
L9}
16}
Ci
1
v
1)

10

¢f CAPCO.
11

MR, SMITH: lNetwithstanding 2xclusion?

12 »

MR. CHARNO: 2Avguandc, Lt is Dest <f €20 i

13 allccation of reserves. At the 55002 blizns that zvsesa

Al
o inherently biased == zhat all

15 biazsed against small systems, I don’t o2 vasos - G

16 mise between =--

17 1 MR, SMITH: That is fine.
That i3 my questien.

CHAIRMAN RIGLER: Tha+t is NRae .1 ogket in e

-
w

transcript references from yesterday, which =

5

21 addressing, That was part of that collcquy,

=2 MR. SMITH: Let's go the aext sien.

23 If we can find that, what do we 3o -rcu'. it?
24 MR, CHARNO: If you find taat “he szleorvicn of

23 the allccation method has an exslusioaary 287seb. and is io
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~ i md exclusion Irom C.°CC.
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$ i: MR, BMIH: 8O THORe LG --a
It
- t i . PO R a S SR, SN
3 4l 32 the Staxl ig Caelir o ng *
i1
4 ™ . . a TR limgnd -
3 1£ vou do, too, why bother Zisteniaw %

T A Ao =

lzad to soime rasull,

)

i

i L - y ICHT S 1
& i MR, SHIPH: Your ezsz Ln ol

‘

i

‘

!

11 # detailed license condicions cacy wo:la
4

; under tilez:2 clrounsiancay,

rested at the and of vour casze?

-
-
-

N Tt s WA St B+ o e PO

15 MR, CHARNO: If vou avs asiing.
ie pool mazrbership in some foim, I Liiask
- yes,
1 MR. SEMITH: So vou ars 3%ll1
15 t relief by cross-examinution of IApplican:?
25 MR, CHARNO: . I thing thsce i35 cagzain!
Y I an pot segoaating thic ooty
-

22 their witnesses i3 neccscarzvy Lo L dov
ralief.

ESS :

¢

TN AT — Sl

MR. CHARNO: Cloaxdy, L1t wlll

MR, CHARNOQ: Sraakly. w2 haua

MR, SMITH: What LI che Aspaic:
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arl There are a number of al:erna:ives ¢
z - : : 1 & ) . - -3
I think that it iz clearly ths Lepartment ‘s vosini

coovrdinated operation and develsnmnent
an/ti is going to restore the compatitive stabtusz cos ar s
There are alternative wavs of

that. 1If you make, for example, :re 2ity of 1

e

a full member of the CAPCO pool, you dan't have %

about what the allocaticn method i

1

4 ol
-

10 if ther havs veto power, they will have an alioocas!

L accepiibls to them eventually.

12 If ycu change the allocatisn mathos, if

I3 some kind of subsidiary method of membership, souo

14 of associate method of memberzhip without ths ragul

5 of unanimity, vou have a wholly diflerent s5izuais:

16 There are a lot of ways :o handis 1.
17 MR. SMITH: You are gcing te acdras-
18 || to it?

19 MR, CHARNO: We certainly are.

20 MP. GOLDBERG: I would liks to sav thz:

-

21 Applicants have introduced Mr. Firestone's testimon.

technique.

g€ B K

Now I den't know what they intend +o 2o

~n
o

but they feel it is an important part of their air

L ——— g ———
¢

B uprp—

-

going o bs Lon:

S 4 S S O of S A e o @ S S

v A < i A o e o

PR ——

e

o S . -

part of their direct case and with it “ha CAPCO nrebhebi

) . AT B 41+ BP— A —— A O Y 7
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{
T f I don‘t tnow what we will sse ia tha way of propou=d
|
~ ’ “4q. < - S & 3 - < i - - . e .
2 findings of fact and conclusions of law Irew Ipulicans

A B 1w B ey

he has been introduced as an 2:part hoyrs 2odzy. T gacd

&»

3 he is defending the adepticn oif thz 2/ srchur o o oAl

3 pernaps »ztter way of allocating rosersvaes ho

r
'

e

his coocept 2of squity among parties 2o 2291l ag: “lasnd
a Is that a fair summszy of your vosition, M,

8 Pirestone?

"0 THE WITNBE35: Yezs, it is.
o MR. GOLDBERG: Ves.

) Accepting that, zince thev have inersianad
15 this as part of their dirceoe cass, I think we have whe
% cpportunity and indsad have the eodligatizn to dluouss
the paramecars of that testineny and ¢f his pazay, and

really see exactly what the numbers are and whai thav

That is all we ars %=ying to dec. ‘They Tosl

c\t
£
’
'
]
'
.
.
]

is an important part of the caze and scme
to come up in proposed findinue 0f fact and eorglu.ions
iaw,

We certainly want to be praparyzi %o 4aal with
them at the appropriate time. If they arz2 ot coniag 4o
use thieg, fine.

CHATRMAN RICLER: Suppesc vou zan pick ooles

in their formula and vou can show thut thara ara zcna

s

- ——

.
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19

12

13

14

15

15

17

18
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& &8 & B

rough spots that lsad to soma distorticone 1o =iz rakics,

how will that hava gotzan you over the hura s =ka% a2z Loa:

desi

CAPCO was attempting c

Q

-y s

aey

they thought would improve svar the orsvailing industsy

practice of equal percesntagas of

L
I3

MR. GOLDBERG: If «hat mathod is blasea zoairs
small systems and at the same tima. thay fasl it

equitable for themszlves, they use tha: mza:had ¢

Ty

.

R T -
S1@ TR&ICNE Tory «yciugding

(
2
e

exclud2 other systems as on
other systems, I think it is part of a2 sicu~ticn which
may be inconsistent with the antitrust iaws aai gsnls

be properly remedied by this Board.

CHATRMAN RIGLER: Clearly if they arz azianr =i

'g
.
“
a
L
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5
o
e
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»
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veou weuld have a point.
Now Mr. Charno has givar us szomz citations on

that which we will go and restudy.

CHAIRMAN RIGLER: Mr. Revnolds, eariics

you mentioned Mr. Goldberg had not ressonded direozlv %o
one cof tha early questions I pcsed. I was sg-ocing wieh
you.

I was going to 4o back to lfr. Colickar
Howe-er, I think Mr. Charno, who intervened at =hoc
coint, really responded directly to mv guaescioa.

X don't know iZ it is necessarv, in light of

S o A A A

S g o g g

o v——————

~ o s
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i Mr. Charzro'2 rascponss now Lo go ceck to HMr. Co.aserg
1

4
i
- . —am T~ - - x5 -
o i A.-R- KEYIK LS L LE W P yau
"
» 3 AYTY T s | - g gy - —" o ~
- 'i \.7..'{.!....".:\.‘ RIGIER? o - 2 273 ,
{i
* 33 - ‘e ;| o - & 4 S 3 o 7 R, VR L ey st i T s
4 20 the collicquy at this tims. We hava ingernzugs

cress-aexenination.

A
TS

MR. REYNOLDS: 1 don't thinX 42 2his €iosn

[rT—

b 4 do have anytining to add unlassz tha Toaxd han 2 guoakion

W

3 thay want to ask that thay would iike me Lo ansver,
0 i I don’t really, at thic jvnesuve, 2
16 neceseary for m2 to juwwp in and argu2 our po2liiin o

11 reargua our position again.

i2 CEAIRMAN RICLER: Mr. Chermo ipdicztad ng o

i3 thz Boarxd had been a little locse in itz charscterizabion

18 of the record vesterday, in its surmarizotion.

Is there any pavrt cf the Board's guusiiy

~a
L4
et s

that you would want to cause w3 to reihinir or indicase

ek
(>4
son

- that we may have gone astrav?
'8 We want to makae sure we undevyotand tlo

¢ position on this, and we ara tyying hard <o dod that.

0 We will give you zur opportunity acw oo straiy

out any of the assumptiona cr aAypoiheticals ua aou»

i
-

D
o S et - i -

made during this colloguy.

MR, RRYNOLDS: I guess that unless thae sScazxd

£ 8 R

has some questions of me as to Applicant’s pogsicl i

-~
Cll.
. pe cidy A

.-

-

understeod the collogquy and {¢ sesmad 20 me <ha

(3

i




ars 533‘:

1 questions were well put and I don't %Xnow that jumping in
2 i and out a. thias juncture would serve oy Duinoss.

3 MR. SMITH: I nmight bhave ona.

4! Could it be that the Appligantsy at this sizve
5 might reccognize that P/, bacauss ¢f technolooy Foip

6 disfavor a small utility?

7 MR. REYNOLDS: Let me ask you 2 I'm sure I ander-
8 stand what you are asking.

9 When you say disfavor a <cwmall u=illicy --

10 MR. SMITH: I have in mind the dhancianca

T that you have to haveunits sufficisntly liarce tn b2

12 economical, but in the small utility that makes “bhsz

i ratico of units to peak greater while in your CATQ

14 large companies you -~2n have relativel” larga unit: anzi 2

15 | sufficient number of them 25 come up with a racionzl

15 balance cf econcmies of scale and reliabilicy.

7 While that is not rossible in yecur small

18 utilities. Isn't that evident now? Isn't that Surtnrared

19 by the P/N?

20 MR. REYNOLDS: I guass that I have son2 sreblenm
with the concept of small vs, large utilicy. 3Becauss I

don't think that the ?/N formula disfavor:zs a asuwll utilisy

B

because it is a small ucility.

B

24 If you are talking about the configuraticn o

the small utility system, i.e., that it

»

o
4]
fu
)
&3
3
[»]
O
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(¥}
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snallar unita rather than cne or Lwo larsge anlcs, that

P/N caleulations ara sensitiva o i¢he coniliouy ero gl -

ctha raspactiva svstaws

And if vou are asking moe if it 13 moera
difficult for a small svstem S0 sice Lt wnlis in
small unit which would imorovz reli=zhiliny, i ig nore
difficult for 2 small asystem zo do that than Lor 2
large system to &o that.

Therafore, ta2 eifast of appliving tle /8 te
emall gyster temdds €0 impoze on tin small systom hivhoer

r2sesve xosponsibiliity because its menliguration o ihg

eystem i3 composed or larger units. Ov feusr numboy valis

of largar size.

I wouléd say I don't guarrel with that 22 palrg
the resul: of the Application of 7,0, i.o., that iz wilil
the extent that the smaller systam has a configuraiicn ¢

wnits which ars 2 small number and large size, it wLll

impoge on that gyatam a hichar ragexrve rascons liliny mhig

it would inpcse on & Siﬂ larly sized systean having =z nigbax

of units of smaller size o than i% wovrld iupoie on 4
larger system having a larger numbers of uwnits o8 guiller
size.

It is not accurate to talk in terms =2f & lazge
or snall syatenm when you are zaking what punden ir incos
by this calculation.

What the P/¥ 2saleunlation dosa, is zhat L:
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10

1B

12

13

14

15

16

17

18

19

21

N

24

.-

assesses the reliability of a systam in terms o

[ —

configuration in an isclatad stace and the Taliability of
that sysitem as so set up.

What it is tuned to are taz -- iz pot tu2
largeness or smallness of the system, por =3, UL o way

that the system, configuraticn of the aoysztell Lo T2t W2.

. — ] ———— — - 7 — W

{
Does that answer ycur guesiicn? !
MR, SMITH: Yes.

t

Byt can't you further concaeds that Dressuaras
of the economy inevitably lead to tuis disfave:s Ja= '

small aystem must respond to the needs of tasir syrton,

upgrade the size of their units. They hive to <o Ic.

There is no way to get around it. Which in tuon changals

——— ot

the configuration which disfavore tham,

Aren't we at that point whera that o
be conceded and put aside?

MR. REYNOLDS: They certainiy could oy sosll

PR ——

shares in large units. Indeced, that is the pcsitlon of
Applicants and his been alli aleng, that te the >iheaw
these small systems faca -- let's say a difficali you aye
suggesting which is that the economies of “he situation
don't permit them to build a number of smaller unics.
there is nothing to prevent these small systems Irom
buying emall shares in large units in a numbder o3& L2:ge

units and accomplish from a reliabilicy stendpeint the
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i3
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i6
17
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identical situation :that wyou would have 1L chey il
the small nnits thomsaivas.

T thiak thet thas 13 ~= i& i a0¢ & zitzuacio:

Ll 1

whare there is nc alternztive. I guess il we dixact ow
attenticn to economies of scale, I LhiaX =howe als

gariuus qusstions whetker you &2 as a smull 377ticm

achieve any economies of ccale ii; for enzmple, you deva 4

load groweth of 10 meagawatis a year and you Id2 oul and you

o
i
-
{
¢
t
L)
¢
o
\
s
'

puat in an 85 magawatt anit in oxdaw ¢
scale.

If we take & look at the analysig,. sheox
analysis of that gituation, you would wind up baganse ol
the small svstem snd its load growsh with & .auch Qilfersot
response or much diiferent answer as to what econemlas of
scale are availabla to the small systewm than 1I jow had
larga systen whose load growth would parmiz ¢he leroz
system ¢o put in an £5 megawatt unit becauvse I1Ls pooijactod

grewth will conterplate it wouléd grow 3C mega

If vou are talking about putiing in lurTys
and small units and the economics of scals azgociatol
with large units ihat it is very realigtic in texus of

the small system o say gererally that large wnits will

b

preduce foer that small systam econcmies of acalz.
What I'm rezlly saying is that %o the

extent the small system can &chive greacer reliabilicy
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by vutting in smallar units, its options ara aot

foreclosed. It can acscownliish thsak

number of units.

s 1 G b5 B e

e ————— P— - ——_——

B e

o ———— o ———s 1L WA S .

———— -



Ry TR RRTNR—

L

Lo

e

A . —— — . S . B —— . ]

w

R

b B—

S

o iorem

5 b s eI

D i e b i 4 T Y <

so long.

: g
angwey to My gqueziticn
- 2 - oy | *
sxplanaticn slossed i
>
% -,
I Xrew veo

your peint

I zasw vou gid.
ClAI=RNAN b
2. GOLDZCX

add.,

by
s
14
i .,

'
e

~ 3 “
»e WES ‘1‘3;. o g b W

:{R. ~s-- - -!' ’T.' '1

3§

ot
A-.-'M.L.4~a.

R M ———
i Snaigp .S
- . ———— . — O o Do el

R L RIS,

"
At zhils time we ara pol sosvoo
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THE WITNE3S: My mseclilaction o2 212 - o 25
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you assimed a computaticazl arror rad no e lalrohweas

intc the process. I g¢go dack to % zLat : . 2
mada, that this capacity proowz hats SNPCoILRLL. D St

§= Tary expensive progra.

-

g e .
-l weeh |

I+ i8 a3 multinillicn 38nilar
the CAPCO partnaxrs is very canicus to dnlidus e

investment responaibility, minimics ite uono ZelulLTuoal,

very ccncarned 2o bg assurcd that Sigra are oo osngutaiion
errors.

I recited yvesterxday, it i3 our proctica
in making these calculaticns te have twe of the sariisse
make the calculaticens

indapandantly «nd chizn sGitazs

resnlts and if we do not checl thars raculis. Thin v

computation is redone, until we gearch out ouy zzmror Laal

may have been introduced.

N CHAIRMAN RIGLER: Mr. Gulébare 1o solilis

suppose there were an arIor.
* MR, GOLDBERG: I move to stuiliax ths vhol.

answer,

CHAIRMAN RIGIER: It is nlelpiul. I wiil lsave

i

t in, but I will require hinm to answer tho quzotion,

THE WITNESS: I can't argve wiilh the arithmetia,

i e 4 A - ssa
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! fepominato® 35 emall ¢onparzd 0 RS auusSgeLdL, ean ad
i
14
S hegs 2 gubstantial effact oz the nwrm@iol.
i L
i . =
41 {R, CGOLDBINRG:
;.‘
' B iy 3 28 miw
S 4 The oxampla hera iz 3 mLililite,
€ | A In the axssnia vou have weceited, i1t S
d millisn, I iave no icee us "o nha Jagls o S 1k o S S

.
)
(h

that the dencminazor «willi chuaga Loom .38 Te .,

o~

i2 CEALIRAN iCLER: <Sonizc.
i1 | BY HR,SOLDLINC:

Q Testarday My, Rlgler z8kaE 7oOU FeValil LOrTillsg.

-
N

3 At least ona of them concorning tha lergist siugle culs

14 methed of carrying rasalves.

[
X

'

3

\

Are you awara of =i

-
O

13 i electric utility induvszry crill fee the dargesi #

et

17 i| unit method as . “regmirimg to0 1arga o Mmoo oo
8 for small systams?

19 A I have no specific znouledge of Nast, nos
20 ! Q Bo you recall yesterdny thnut wov ayvast Wl

i Chairmzn Rigler that scue of the figures fon i TAFIY

I methed were larger than the figures {hat wou.o o=

S

: required under the larcest clingls unit wahed?
2.1 A I believe Lthat gtatemeny wee edd in oonssSti

with a discussion of ny hypothatical study. Ton. I raczlil

—
.-

AR T
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5 Q Are you awara of the Jact “hiou 1.0
5 factor between CBI ané Clevceland’z JELY Jlaxr 4uoniag o2 o
7 to one scale factor in your eximplz
& _ A I wouldn't quaatien yeur siatoaasas of Shal,
9 have never computed that gseale factor,

10 Q Directing ycus sttenticn %2 Mosllonata

18 12 which is the addeadum ko weus »raparad Losti i) o

L]

12 the first page of that, nc

i3 beginning on line 8 you stata that dw
14 it was chserved that there ware sem2 CoOnxadisiinlias Lo
15 basic theory; is that corrac:i?

5 A I believe my atatemeni saild thax g nisiugvac

17 1 results which zseemad to cocntradict Ddagis- Lhoor; vhad
13 " is correct.

19 o) On line 11, cdo vou nct =ail ahout

20 rounding off numbers?

21 A Yes, I do.

22 Q So thare waz apparantly a misteis wode 28 en

time ir computing the figurea that arpiar in your oxaapie;

o

ig that cnrrect’

B

25 A No, that is rot ccrroect,

ES? ;
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Q The figuces chat acpear 20 ravwa 2 £ e
: > T . Chlk ! .
direet testimony in the oo sohamd colve 3 >

ficures; i= that what voun are teiling i ace:

A I'm telling vou that thse Iirze zirms =
ypothesis was condugtad, zhose wers che figwulas Loz
wers cenerated. Thers wezre no miabkdan:, o Bis Exsg 202

ry krowladye, made in coaputing there Iigurar., s conulidad
upon analysis of thoge fisuveg that -- would you Lile Zo
haar the further axplanation?
Q Tez,
A We conciuded ca anclysis of thoca Sigurss
that the digital computer program w2 were uzins 12 anag
had been structured Lo accumcdata the corpultatioml ratulne-
mant of the CaPCC group.
Bach of the partias of tha CASI0 groun —ovlid o2
dascril:ad ag being much larger than the small syshaeu tank
I have postulated in thig hypothetical shudr.
| in the manipulation of the data Lu ths walonls
tions proceszs for the CAPCO group, figuves axe soundsd,
marging are grouped into binds, and wa workao oL, oo
allocation answer that is rowndad €0 tha nwaress Iluvo
magawatis.,
This typre of axithmetic ws concludad 234 aot
carry the precision bhecause coi the rounding proenss

the point that is necessary o compute rosults lor thias



ar2
1 hypothetical study that would track with theoxy.
2 Therefore, we made zome proowam nodi’lc
3 to alter really the manner in which w2 conduct iz
4 i process, to alter the mannar in whish wwa Jzoup neyawa
5 margin bands, and then generated a2 new 32t of nux
s thich I submitted to an addeaduvm %o my original Lazii
7 Both sets of numbers are correctircm the
a3 standpoint that to the best of my Xnowleduc, thars

9 % are no computaticnal errors contained ir eicthar co

10 But the iunpact of rounding is Zelt o

1 greater degree in the firsa: sat of numcers than it
2 in the second set of numbers,

i3 CHAIRMAN RICGLER: Mr. Pirestons, wnat
4 you to conclude that the larga systom programs whic
15 CAPCO was using would not be appl.cable to c¢hz 2io
16 avstems, so that youn found it necessary tc rerun

17 program?

13 THE WITNESS: 1If I can refer Lo on2 2%
19 attached to one of my exhibits. If I can find it
20 believe I can answer that quaestion.

21 Yes, the exhibit that we have identii:

r Applicant's Exhibit 125, which would go tn Zxhibi
(revised), we lock under the celum headad by th=

7 in parentheses toward the top of the »age, and

—— L — i e — 7 i o ] T . S e W Y

> g gt

i ot g v o ——

i ———

we have a heading "relliability assesasment,” and the

.
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iteading "pesitive margins znd megawati Jday

= . ande A canathaman AT sobieT aa
I£ you locok at the numbar Aigplay

A, zmall system A, you will 2se 3 mmmber

2 - / - Bty o T on g ety 2 gy Fo gy TS o
If you look at the largs sysiong,

ding number for system 2 nrima,
it is 54180.8&1.

The theory inkarenc in wiic uvro

to ne that thoga two numbexrs zhounld Sarty Wwii

0
t

-l

scale facter that we huilt into the studyr. It 2id k
roucghly on the corder of 1J toc 1. The fact wz ko
introduced a higher forced sutign rate azsceiatsl viul
larger units in the large syctem would Surtiiz: 2li ne
that we should not have exacstiy 10 ©o 1 seals fnutsy.
should e somewhat less in connection wich tha posicivs
margins as it is if you lecok at the two numbesr2.

If you zompare the cothsar corrscnending ootks
you will find that. We can go tc the aagative rou
tabulation and again the scalie facwor sheuld & gnking
for us thers

The impact of the yreater forced oulogs raia
for the large units in tha large spyatem i jrrater -- L

izmpact of the forced cutage rate is greaver for

units than it i2 for the small. >

Again we noted ir the Zivsec <omnu

appearec ¢o be a relatiom=zbip 1o Llose oumbe

"y

wvi

- I ey "
+LRNIES



™

(e & RN

[T I

&

.‘
1

W e W

-

PR ————— —mm.ﬂa——.;- [ p—
t == — e ot o

was quite complex., and genevatad a a3t of ¢rupusa

thet the stack in a package waruld be roughis

a hzif thick.

We mde that 8""' t. ..OA o:-u....‘- b 7Y if?

eonditions to comply witk tavgetsd dates
this testimony. Upen carsful anuly

aprarcnt problam with tha scale fackox.

I, of course, wanted 25 subaic o

study that tracked thae fastg of life azx closc

make iv track the

facts of life. I feolt

to remove this probler thet hzid arizen Iixna

technique that we explcy in the conpuioy pretio.

fore had the computer runsg 2ézne, venscazi

inch and a half of eomputer oueput, aund thon

that information I submizizd ths aok-ect;cr

addzandun,
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i original set of calculaiions into o7 Lesiiaony o=
1
i
i calculation that was geriovyad, even thoush o "REWO
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that I prasented in my testlseuny “prears hopeliull o~
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that a small nonapplicant =
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fireatone., I
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to join the CAPCO rpool, and =bhs

parties agreed %o allow that

instead of the present Iour.

would you use tha

would lixo ¢

. e -
Z3tem Ln caz
preTmt

pool, sc that thera were iive partizs i

of equalizing all parties P/N ratics +3
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soudd talta, in eon antdiiimal arimiy o

X2 yeu wart 0 sonsidar Th
besis, I can visvellss dant zaadlle. <
condld and wouls sgrs: Lo Sxding o o3 ¥iZ
plarnsd capacity ~3dizieon, thnen.in ~hl
would partisingte, and that zasaci 2

next capacity sddidicn kavoad a2 oo
capacity proovar,in wvhich case. zoni

would have €o agras = Zhe wolifliaw

capacity planaing rules ru
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Oone of whicin would be
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chat ths PN procces D2 tpplied ia 4
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cold what ite alloeaved capasisy

‘ba, using vour CIPCO pandabliilv iz

211 of the partizs! P over N puatlcs.
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Would you than refusa Lo afniz Tthaxr Tuall

gystem &8 a garty to ChFC0

aypotihesis. I though yow waie Iugruscing =i.oo .
had accepted a f£ifth mambar. 02d conswiaaiod
agreed on cbligzeions and thszn you 2sikad ma 1J
the parties, in effect, walshad cn 1ts biligaciing, Hould
we allcw it to jecin ag a party. That iz a <istarting
thought. Once ailowing a party o join, you Lo = 2
cn whether you wer2 going to alilcew hlm ko foin o7 oo,
Q Thig last cuestion assiwes you ove avrssg is

kN -~ L - T3 - - o g e ameet et o -~ -
e to allcw this small systam Lo pare,capnee I

..c

princip

CAPCO.
wWhat you then tell the small sysoem Lo, oy,

you can agree,. but you must be allocatzd soponzililiicg.

e usea-our P over N mathsil aad gell r2o B

MR. 2AHLER: Cbiocticn,

Tf Mr. Goldberg assunas they ay2 voilurs ¥ oonw
N, I cbject to him assuming that it 1s Jdispriporticaate,

MR, GOIDBERG: I said, assure zhat s wha:z ha
enall system tells CAPCO,

CHAYIRMAN RICLER: Overrulecc.

e o cm—— A
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move further,

systsnm nlsn, and

the fifth party woulld hava o

Then from thers;
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Then at
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The choic2 would ke
New, onca, azsuming tha o2
and agrees co dischargz the regpon:i.l
partners would taka *hat

of the partcies welshses on

CAPCO rules an
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woulé not want
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CHAIRMAN RICLZR: Do veom ievs wny?

)

MR, CEABNO: Vexry faw,.

”» “ . AT e

- 3Y MR, CHARND:
!

o 2 v} Mr. Pirestcne, you heotificd %o g x
H

- ‘. - . . -

34 factors which Limited the sige ¢F wha Loger wusls.

pr—

Lie

One was a declsgionmaking vroeass, and Sha 2th2r wau the

-
-~
———

axhausticn of the egconcmiaes ¢fFf sotie. T 4whal agrreci?
A I delieve I made thoso assazilens chnt juo =
i dudoment those wera practical forces thai wezdad 2o Llwic

9 the size, yes, that's ccrrect.

3 | i Q Could you tell us what you maan oy <chauesic

i2 iy of the econcmias of scale?

% | A Yes, I will

14 I balieve I usad the tsra "frontiar of

8 technology” in that ecomomy of geele iz qeriven Ifram urnios
18 basically the economy of scale i3 derived from usis

Ty larger ard larger eguipmeunt and that in zumewra: 22

i generalization. Higher and hicher txsnamiasica voltege

10 larger and larger gaaeratiry wvnits which axe onemaaeld av

2 an integr-ated unit, one package.

There are, of covrse, only lirited sovvces of

)

supply of such equipment. The manulocturer'’s

-

reputation is at stake when he salls to & wsar o Hilecw 0F

e St o B g

egquipment. He, of course, ig very incerazted Lo

£ 8 R

e
A e k-

assuring, protactine his reputation and =ssgering wliat e
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piece of equipgment he i3 about to sell will wor: prrparly.
The purchaasr ig, of course, oo yoarastad
in being aszsured of the sane 30 vou - ! sontid

-

mantion o you, coas o physical limitaiieons, cechns.eosy

is constantly striving to get more zguenl ouc 2! “ns pig
S0 to speak, to work metals at higher temparaturas,
higher stress levels, and so on.

Engirneers strive to work a plece cf uaterial as
hard as they think thev can, just shors of naving Lhat

.

piece of material fail. And sometimes the =n
too far and in this endeavor they g2t to chw poine vazra
the equipment is not resliable.

This is what T have in nind waen I

the frontier of technolocr. A 1200 megawatt geucratins

uni2 is a sizeable piece of eguipment. In a foczil
bciler there are miles of pipes, tubing, milzc 2fF
electrical circuitry, and there are a loi oF
being workad very hard and could £ail.
So certainly we want to stop short 1. our

search for bigness, short of the point whare w2 thilak -2
are going tc push material cr kmowledgzs beyond =ic
confidence level. When you come to nuclzar wvnaizs, agaia
I'm not 100 percent certain of my figures, buiz I bolizve

that currently, roughly a 1200 megawatl sized uait iz the

largest that can be licensed in this ccuntrv.
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You have theso tynas of pracnieal 1)
impa2ding further movement in the 4dirsc-ion T s
of scala.

flave I answorad your guastion?

Q How does this axhaustion oFf %Iz Siutaing
scale limit tha size c¢f tha pousr peol?

A Well, putting togatler a pows: noe ot
CAPCC does not rezult in preducine nothing iw: P
Living lifs -~ et mz start cunc-.

Trying to manage and cperate an clusesia-
svestem wharein your mejor decisions havs fo o o
by economy, results im a very bardenusne gecialonmied:
process.

So thie is impading,-}n WY Sudguent, it i
negative fncentive when one conzidess tho -l oo
forming the »ool.

Cn the other sida of the sguaticn, « 2]
biggest £ - ors or perhaps the biggest is he ecoucty
scale cbjective,

Once you have exhzusted 211 oF the -cicntis
economy of scale, ther: remaing littis or na i s@astive
to further sxpand your group becanse ther: is no RoTe
economy of scale savings to be achisvod,

But if you proceed, navartiselouz. %o ARG
groupr and introduce Tore paertners. and your funcanantal

e L

¥ous

e .
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partners, this in ny judgmeant intsedvcas a var;
serious deterrent to axpanding the size of the wrous

Q let me backirack and sze if I can oodv
wnat. you are saying.

When you sav you hawve exiaushod Lhe 20oncnils
scale, are you faying that a power posl wiil ke patsls
on the largest ecale unit currently f=2asills cnrz ¢vary
months so that the addition of additinanal pachnars
would not allow them to incraaae the siue of clint valt?

A Essentially that is right. The CiPCC a1,
for instance, is planning to uvtilize a 1200 negarai:
class nuclear unit which is the largest nuclaar unic
that vendors are willing to previde, or that ~zn So
licenseé in this country.

Now 1I'm sure vendors are susy in theis Jaaign

shors trying to produce something that is largo:r.

Right now 1200 is the lergest thoc “rou cin hao

Q At this time is it your testimony that CAPCC
has exhaustad the econcmies cof scale?

A with respect to generatcing capacity. I rate

-

tc make a flat statement, but I think we havae =zghlcved al

of it, and that to the practical extenrnt, yes, wa auve

exhausted tha economy cf scale wizh res

e )
W
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v
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.
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Q Would it »e rossil?
1200 megawaci wnis avesy 1.
to previda addicicaal caproizy
thout dilnting
the econcmies o
which limit the pooct
A The f(raguanc
unit dosgs not in itzels
The more p2oople or more
units would genarate

arising from economy

point yeou ars makiac

b Q 8ir, goimgy Lo your == I guses Mrplizoioe's

o

1-5; Exhibit 125, and vouzr Exnibii: 5 %o tha+t, <olorma 7 2ud 8
e you represent he very unreliable avatem and 7 av

o 1+ this is a large systen and a very uvnralizbls =11

V!
’
i
\

. would be 1/10 this nize in terxs of genmerating uwiiis: i
., i+ that correct?

1 A Yas, sir.

2 | Q Taking that very unreliacble syst.o, 3 LA
. ay §§ that first generating wait im ecolwenm 7 o 590 . remaiis

A -

yﬂif and change the figuro in coluvma 8 %o 250 peseva: of loud,
T 23:5 would that maka that systea more rslicble oy ion wellillo

.,?3 for years 1 througk 14, or would it have zn»’ &fizgy wzoa

A |

the reliablility of the cykem at 21l7
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A Vell, inasmuch as thers is only a sinal

.

again I have been Icoled ¢tco many Limes. 20 O
indulge in this type of thing, bul my insil

to sav it would make it less r2lichklzs In =

unit could be expected €0 have a Lighar Zoroc .l
and, of course, az long as thers ig only cno w
the mainter ance requirementc and Jousse ouszaur

factores that are contrelling.

-

Q Now, 8ir, if thiz uare

]
"
}J
e
.
-
L
!

ne. Let me backtrack.

- s s -

Would your answer ba the seme if iz

[l

haé gone from 20 megawatts to 30 magawness iazh
frem 200 to 5007
A As long as there is just cne unit irv

vhatever extent the forced outacs rate is a fun

size and is increasing with zize, mv cnswsr vonld

same, ves-

S £

L

Q Now, if the verv mnreliable svs
denominated here. worked out an arrangsnant wivls
system whereby it sold its -~ paxéon me, i: gov
surplus or scld its surplus ¢o that other 3y 3kerm

return received reservas for its unit, coulan't

100 percent reliable?

()
[ &
fo
| ¥
L
©
| ]
e

‘

A It could carzainly imprTov

100 pe-cent is a pretty high target. It couild
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gg imzrove it,
‘ > I ik had 2 coendinating eormsacss
: .
;i another ubility that providaed it Flm sev-uris -
': fxtent of that otlwr atiiisy's Sanaaiey p) o
4 loast ics resarmsz, ibs ro 3Aenidity vould 2o s mhia
t with the cther system wiszh hich % zuss inas.
|
i A It would be omapavedle. 2Ionin muves I

quibbling some cver thesvatlexl things acniz. o ot
i
)| o take the total instsllad capasiey fa =.3 o o :

UniZed States aad mescure it acsine: whe Lond. 3

not achicve 100 poreant wxolishbilits. ¥1.n o
n of f£firm power, thet in sswowhat an Lllusiss  wos

It would hava very reliable svaply oad olous oo o 2

I suspset, but not quits 100 sorsons,
it
!
'z
i
1
'2
i
!
i
H |
|
E

' .
! ;



Sli

;
-~

10

"

12

13

14

i35

16

17

18

19

~n
| ¥

a ¥ B

e —

T ——

41 Are you aware of the =2xistanes of ree
An8i0ogous 0 tha ong I duut dessvilad ne man £.a.
Power and Chio Povay?

A I'm gware thare ip an gorosgersnt Yuiroas 2

and Ohio Puwer, yas, sir,
! Ares you aware that that arrangenan: soovliiaes
sale of surplus <= exchange of surpius BUeT e A

generating unit for ressrvas?

A I'm not really acquaiateu with Wiz 36 Ll
arranqgeimer.t. Years back, I read in tha nzssronar oo

che cCescripcions of 1t. Inltlaliy, at luack, © ¢ownx

it amounted to a unit sale of perar or pooov Lol
degignataed unit for the Puckeys menbare and 3. 5 o

Dackup provision €rerm a eompanion uniz. fo ihoaw

1o

judgment ihat would not provids o 1000 poxrzen: zoiii . f

nor truly high reliability at all,

But I don’t claim to Le currans oa “ic oal

-

Buckeye arrangement and have no spaciiie loociladel 8 Lo

MR, CHARNO: I have no fur:ther qua:o:iooa,
Thank you,
BY MR, HJIELMIELT:
Q Mr, Firestcne =-
CHAIRMAN RIGLER: Wait, Mr. Ijeloisle.

MR, SMITH: I have one or ¢ e s £ o I S

»
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803, a3 I undazstand ie, peroant of w2k
down, wad your mzihod, ddo yun hava =iw ooinio
one rewards to the {ndlividual CUPIC o
would reward o the individual CO2¢C0 o
cparasion? thich cne wenld Le wmeres 1l
exrrors in inefficiency ond nore Lizaly wo -
in operation?

THE WITHRSS: The P wolklhsd v
0 rchiove tha conseguencs =hol oL fazariiad

it is the enly ong o2 the <hies ol Cranit’s

Q.-
h
L
P
.
3

evaluatas the Jacteors «ianz L Dal
Efficiency of operation to ne, magnive thoruw
sarefal preventive maintunancz nrasil oo
avallabilicy of genezocliag camaciiy,

Bffictent uvtildisction <f naspurus

4

scheduled maintenunce, o thai u losce
could b2 maiatzined, peshars in hwras tracae

yeax, rather than five,

That ozt of thing world Ls cvinfis

MR. SMITH: Would thzt imelwuic Thea

selaction of genezrating aqulirment, svaluacias

THE WITIHEES: Yeo, it vioulds I%: mlivs

high premium en high availchility In Bl
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basic equipment, in the basic dezign 37
dasigning in redundansy and certain o
elementa, that sort oFf thiny weuld -2
have significant impset cn 2 wou v

MR, SMITH: DPc2s i enconseyg
our fuel resources?

THE WITNESS: MAgain to the

the PN process, high availabiliisy is 2a3s

lower reserve respensibilicv, soavmiag
is achieved and that 1% i: 2chievad in
that would result in conserving prscisus
would.

BY MR, SJTLMILLY.

) This morning in arawer %o = hyp

from Mr, Goldberg, you ctated if & gmall

being admitted to CAPCO, onz ef cha whincs

have to do would be to reassecs Ltz =~aii-id

Pid I understand thai?

8 Yes, you dié.
Q What did you have in mind?
A Again, the reliabilitr evisesica zii

up for the CAPCO group in total is 2 quantizn’, oa.ion

of the residual cdepandoncz that we cxpach t3 ©..c

reaources of cothexrs after w2 have utilizad our - o

the maximum cx:aht.
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3 N e A Sogm Sl m o eedvages o s = 24k
To teaka that paint 2o &he eniazan, 12 %

pool consizted of ell ol the povoy Ivatias io
Cantinental United Statas, than Ra zosigzal ooun

would lock out to 2 barrzn snvicsowiat.

Therefore, 2ach tima wn sdsiniznzl o

was put iato the posl, the nesdz of tha zuoal
changs snd the onviromscat chalgns.

That aspect would have ©9 Lo winuidansd
It would depand en tha clrzoumsiancor of wao Dw

party was, and the {npact en the vamoindny wizu

and 80 oi, 23 0 whathars the ilodou would nagd aanzins

at z2ll or not.
0 When ycu ra=fer to an irnd
to the one negatie doy?

A Yes, I an.
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Q How dicé CAPCO arvive al %¥hae ona nagative 3297
A Very laboxiously.
Well, it evolved owvar i sazicd oo a2 2
4 year or two years in whlch nmgotlaz.cos -
analytical study tecok place and, Zin:lly, nan
was made ag to, liat's give this aumbar a2 wr,
This goes tack to prinr to 1247, ! 3 dn
whean =~ gpea ing now for my ovn 3y 2cen == This 271
our company, in my judgment. also fellewzd cornroxroii
practicas with raspact 22 installzd qancrniing 2rozgitv,
Back in thcse days, I Delizv: 115 7 o
generating unit was the largest wiit we hal.
I was not head plannay at thz tle: The 1t
who was, && near as I could avery uadarstans S
philosophy, embraced ‘che multiplas of the l.urcos: =
philesophy, somewhere bestween one end o half 1 & 2

the largest unit, was the philosanhy he cnbr

9413

Some of th2 nelghboring compauias hind ..l coe

of their cwn,

We,at Chio Edison, wers bacondine oo

aware of the need of trying to achiegve 2r stu-in

asconcmias of scalse.

We, 2t Ohioc Ediscon, d2ecided on onz vir “o

use a 300 megawatt generating unit, vhich waz 2%trriing

to get to the limit of the size uvait wo Gouie

- oy S5
s L2Ta .
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0f courza,

two times cha largasat

racesva; and vou have
and suddenly you ncve

in vour criterion.

we made that ncva.

it vighe be advancageo:
b

waegawatt unit,.

At that point
for us to swaller, Lif we
two times largest unit resarve

Wa saw no wvay ¢
ourselvas. We opened diccussiong vith melgluo:
at an arranganment with the Cleve
where a pair or such units would be cousiie
our system and one¢ cn theirs.

We would have
that, in fact, the unit o
300 watt units rather than

Rlorng aboui th=a
and imcre formal pobl was emarging.

I'm not sure I know what philczasiv
fellows were following in plaaning their -

Claveland Electric Illvmina

was a step ahead of ths rest of us, in <h:

1

o

e
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probabillty znaiysis 2= laass 83 a Sool =0 ooolns

5 * 2 ad o3 d L " o

= i Ttheir situatien Ila arzivieg ow thals rof 30 3
o
1

3 I 4.-!335&3.

t i T whin's 1 WD Yy AL - -
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totally inadsquates tc asgosz a siwwatics Lile i,
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:! our plan w2s geing to acdhisve iz or whether Lo otoacats,
]

’ Agein, in she .gyzations acw wish whos

become ©o be the CANCC group, we wsed e v

!

¢

i

i tool on a historicsl basic to mascure i rhills
}

i had practicsd &nd the eunerlencs we heo 1i.0
il

3 i Ewougd. The Ohio BELZON syniaa, ol v

e 'f - - <
i .
i ; 2 N ®

16 |, Practice as measured by the prohibiiltr wocd, 4
{

20 |, the reliability standar@ for = coupla of wzne o oy .

2 1 I recall, and this was scme =ine baci, comachivey L5 &h--

30 tenths of a negative day per yoar,

S 2
i

) f As I recall, Clevelend was speciking ot o
!

number something like ten uegaiive days por vear, .o

24

being indicative of =« T doa't kagw Zi.h o Yy Danraganted
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2 cartainly was == they wera advooaelny
3 a desirable standard for all ¢f u=

4 Much analysis wey cen

s held,by nagotiaticon and econprewisa

6 the cne negative day standarc,

v That {8 whera we zra,
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Q Thers is 10 way of gaving &lzik zhi o by
CN3 negative Aay “tapdaxd lg "che” vighi ool
standazd ia any w3oluta 22nca?

A Hn, GChere ias 20 way Aall I ¢z gav
since the sormal fencticaing of OIS0 wiilasl 22
the installation of the fira: Jainilyes: 13

baliave

v

e mde
(47 o904

I think we bawvs not in achleved a raliphilise

ona day per yeas.
Navertchalasc, we oo 227 4ave swevives
years adsguately. Lot the ul

4 S
valate ¢

pudéing will ko in the exporiencs. X2 40 Sumno oo

that the one day standaxd ic 290 gonerous, I'w sur

will all

wicus t¢ relas: it somz, Leonus ik

rezuls in lower costs for alli of us.

IL£ it turns oui: it iz oo epiinizhic. -2
have to tightsan it up.
g €0 in going %o lerger waliz oo anzain =
of geale, Ohio Sd@izon reducad its malizkilisyr gizass
A Well, in fact thnt saanzs to be il o i

turnad out, yes. Wa felt ve were =mokine =
that resultzd in Ohio Zdisecn cpersiing to = lowiy
reliabilicy. Our cavironment ned chrnmse:

But the angwer to vour gusstion 3a vaz,

righz.

was in 1971, with €ha posaible oorninian o4

¥
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CARIRMAN RIGLER: 2. Tirastens, v
answars ar: bezinning to mayk: axesed ooz paiony ¢ AN
Try o tightan them up and sicse vaur = 2 Se
THE WITHESS: Ckay,
MR. BIEBLMPELYT: Yaou 2111 1maks 3 2ua 9 3

minutes.

Q dcw is the 630 megawatt vmis %hon Chie “iiser

O

constructed pricr to joining CATPCC, hav ray

)

representzad in the CAPCO compnuioiticu?

A Thars are two CAPCO ccounmubtations et hav: =¢
deal with. The one having te do with the ool ooc.
reliability on thae basis that ail 37 ¢he cavociny runcuss
are treated as ons system. Tha: uailt 25 ciralsisd 23 4

single 600 magawatt unit with Zozscac suen »=oc

characteristics and maintsnance oharcctarigtiss o= soomis

to thact.

In the allocation process, it ig oracs of
differently. Sammis 6 and Aven 2 of Clovaisnd 0 m-imois
Illuminating are the two uaits T refar Lo 23 22700
under a staggerad construction agraemsant zni with A
mutual backup arrangement.

That backup arrangament pro ides thaot :hon the
Ohio Edison €00 megawatt unit goes aunt of zauvi~:

unaypectedly or when it is dewn for raintonancs =298

SIS S ———
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Claveland 1ms oblicated s prcvids

I €hink it i3 ¢ the sxgzant

wa Salked abouiz S50 parc

300 megawaitzs,

In affest,

¢ appears lika a iczeo

gyetan 2

goes cut of gervige, W

and 2 logs of 300 on tho

The conver

each system.

is 2 wash, 600 out ¢n aach svoimg.

of sircumstances in the aliec visn

allocaticon ¢o Ohio Ldiren ¢

megawats

Q

A

the nu.dar.,

tieon.

in regard to Pann Powor,

If they are

MR. AJELMFEIL

unit?

THE WITNRSS:

rehal,

o
o Sdd Ne
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«
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.
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y 1% doau.,

B? aal cO erT.

vnat is the largast wnis

I belisve it

MR. ZATILER:

iz ¢

May
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$70 magawatt wait,
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THE WITNISS
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.

f

your gqueztion with Dugnzzna.
Penr: Pover, I b23lizva 1t

It was designed to be 125, and wi:zh

exists and ths smiiant temperatus: =sandis?

rating is roughly 145. I% i3 in #La

BY t’!t . Uc.oL TELT:

Q In your testimcny, have =

betwean coordination or cserdinating

pcoling?

MR. ZAMILER: Can I knecw wast

Mr, Hjelmfelt is referring %*c?

MR, BJFELMELT: I'm refsrri

discussicn yesterday morning on erozs

also his discussion of mutualitv.

Scenetimes he talks about coordinavic

certain things and sometimes -- I'm <

talking then about per's also,

MR, ZAHLER: Cculd you point

peint in the transcript or testireny zo

can answer it?

CHAIRMAN RIGLER: Lat's ¢

can answer without that refarence.

THE WITNESS: The gquesticon is zufy

——— momdesd =y
I RTINS S PO A
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I can angwar in a byroad way.
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uwoad tha words &9 have dilicranc

generally I was using then inw

BY MR, HEIELITFELY:

Q2 Are thoerz certain

ars preszat in ong and not o»

distinguisn them?

LY Well, ©

S -
rheps roo

¥

s
T
.‘.0 t&ls -

hags broader connoza

"ccordination agreencnt,”

o o w2 oy o g ey Ty
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The two parties couald cooxdinnic

schaeduled maintenance, Jor i
than that.

mora3 and mors.

You can axpand i

- - 2 = T, P
And the fuvrthesr you

you move toward pool sparauvica.

Q Do YT undergtand thai wou tould soh woo
csrtain point whaere you would say 3

Ja\-.J-;i..o 3

line, it iz coordination, =nd on

but there is a point vwhars

as rooling?

s,y
s
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A Again I don'i zecall how

termc in my testimony., s I
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ould use the terms as I have just da2secribed then,
Ho; I can't identify the Doint at whish thz

package oi services tha: weras agroed urc: nadsr a

coordination agreement suddenly becam2 a nedlins aveancament

Q In one-system planning for CASCO, dcasz that
mean that there is 3ust cne ona~zvystiem plan?
A In planning by anvone or by cavbhedy, the

procedure norinally is to explore alterrate wuyvs oo acilevo

objectives and then agr=ze upcn the cian FProm that soint
on, there is just one plaat, tha2 plan.
Q It is selected from altarnative »lans?
A Yes, sir.
Q You used the term, X believe, fundamcntal equitv.
A I believe I did.

acuity

Hew does onz dstermine what fundamzonial

2

is?

A Basically, I believe it iz a philoscrnlezl rmatier
or a subjective matter, that ona nmust
factors that arz invelved and conclude upen gore ar
that in his mind procduces an equitable situacicr.

Q Dces fundamental equity change?
tihink that when

A Again that is pretty broad. I

t wich assi

I used the term, I was associating

(6]
Pt
Q
3
| N
H
O

capacity responsibilitics. And my belief is that

of analysis and of assioning responsibilitias nredvces

RV PP——
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fundamental squity.’

Of course, in ouxr «- Iin ¢ha gzosch €0 Aarmion
or to find a wethod for assigring puzacity ragronailzilier

to me the attainment of fundanmantal aguity iz sarsomouns
I suppose I'm repeating nmyvszl

I don't beliave

o
-
o
wrl
N
3
o
A4
P
b
)
9]
.a
A
H
4
i

working over an extended period of Lime unlsegs sooh ol
the parties is satisfied therz iz furdamencal evulsy
for all parties.

Q I bhelieve you havae delfinad cquisy 25 2 22uhzd

- -

providing that a2 party will councribuate 0 «h2 2ma - extay
that it receives.
Those weren't your worxds, but I wender 4% thst

A In proportional rescaect, vas,
Q Is that the funcamental asquicy 2ou ava
striving for in CAPCO7

A With respvect agair tc gererating capoci’t

responsibilities, to me that is tha mathenmatical aurmtifisntd

of an objective, to reach fundarental cjyuicy,

When these reapcasibilitiase ars azzicnes sugh <hax

2ach party is in the position that he can axpas: =0
contribute to tha pool of reserves in thz =zama pro
as he axpects to call on the ncel of resaivaz, then
fundanental equity has besen achisvaed, vos,

Q That, I take it, has bheen ecnatint Liroushsut

- .t s e S
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CAPCO, through the duranisn =5 CASCS:

A That was a going=ia mosiiticn S
memorandum of understanding was =itne A2 X
is still in place, yes.

Q And it is my understanding, “hzn, thos %
CAPCC formula does not identify what Sordsmanmi: 185y
is, but is a tool for achisving fundzupatal acul: 5
correct?

A Not totally. It identifics ex plaing H
contribution to the common peol az comosrad o3 225
to draw on the common pool iz the fundswontsl couls afl
tion.

Of course, the P/N process is the axitius &
process that allows one te accomplish tha obizgbi-

Q You identify fundamental ecmitv and -
you cevelop the formula method as a way of roac 1.
situation; is that corresct?

A Yes, I think that's corrac:.

Q Has the CAPCO method always producaes BULES
that meet that goal?

MR. ZAHLER: What gozal are w2 calling ol
BY MR. HJELMFELT:

Q This fundamental cguity?

A Well, the assignment of ecapaciity maecporaibilies
by the pure application of ths P/¥ formula as =40

2]

o |
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anistad in two periods. A proh ou 1 a2
all of 1273
Prior to tha%, ihz azsic Sk
rasponsibiility ware arrivel at voally 2
Again I'm not zure I hovs anuven
Q For which w70 parinda, the pevis

negotiztion cover what uniks?

A I'm afraid I'm cziag o o

o ey

anewey prorise herzs agnin,

s - : . Sl 2V ™ e . P omoyes 2 5 b ek B
Criginally ¢the QAPI0 prooeusi:

making capacity racronzi

! «u 142 - o~ .
~19 Sosron

tine that wonld be dictated by

occurring betwzen th: in-serviss dato of

unies.
The firset parissd
from the in-service date of Jnmuis 7 0

of Eastlale 5.

The szecond peorisd was ssntans’
the in-service date of 2as:lake I and Dan

For those wwo reriecds of cinn,

responsibility

-4 - - o~ e - e
assigaments wers cade -

We contemplated for the pericds follomiae

.

‘e
-

- --.. A st e srman

. 8 o
Vag ecatannlasad

gy
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, e

iy

assignmant would bes made by ths P/ foimoi:

Cnee again, we dizc

-

weren't as clevar as we Sheoughi o Fouis

wme e
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as ws thought in that as factz have turned ousz, wr: unis
that w2 at one time tiaought wculd L e,
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So that this pariscd meslied ~f

reasponsibilities iz unworkabls, 2 Zacounlized vzt a1

and we revised the rules such that tha copnoeiny foassoncihnillis

And we made some othzar revizicns we 4l welos
to allow us to use the P/ preocess, witl, e »atils alas
for all or nearly all of 1574, the eapacity voomancibliisy
assignments were madse by application of &hr 2/ sanuaps and
for 1975, the same,
Q Why did you == why did CAPCO regotiats ¢h:
earlier assignments ol responsibiliszy
A Well, that negotiation was a pazt of %he uriei sl
package of compromises that resulizd in tho sconcnurssn.s
of tha four P3FLiSS ghap they would sign the nonsranc
of underszanding.
It was a cenditcion that had o otz sacisfizs
or there would have been no memorandun of undaors anlians,
0 And do you knew why that vas inaizsted vpont
A Well, again I think it cecmes nogh &r an svaluasicon
on the part of each of tha parties =3 4o the F-najfius
that were to be achieved and tihe rasponzitilitiss o

were to be undertalken.

—y

Y. g S — i



15

aril

-

18]

8

i

(&)

-
2

-
FaN

i3
2
20

-
-

i

i s negotistad back 2 fouth v Qo :
it
i and. forth until each pazty Zale chan L
i
1}
v his rssponsibilitiss agninst his pozinila el

he was aztisfisd that wmeving shuad s 2

thing to dJdo.
i I can't recits To 91 vint - N 2

each of tha part,es tinan thet detorninziic alia

All I know 15 %that thoas daniscuntlica 3

made and the deecision wos mada 4o sign yedua of
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{ understanding. which has Luen Auna.
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BY MR.HJIELMFZILY:

e I3 capacity for the 1378 allozasinn

is capacity being remrasentad ¢an 2 sroonis mow

A In the PN procass worl: thes wes dor
connecticn with arziving at tha 1972 anecsh

the prorata simulation of jointlir=<vrcou gle

Q And will that rzesalt »nueduca wadon:

A I think it is safa %¢c sc:zv, or i

(%
\

yes, that will produvez funda:

Q Will there corma a tim: vihsnehc pom=n

no lengar be usad?

.Judgnent, that the parties hawve agwecid sad wouls

A There will come a tite when e mipuior

prorata method is used will be asanavhat CLiiosune

from the manner in which it was usod in conasns

the 1575 evaluation.

Again, in my judgment. i vwill be s

to always use the prorata in some f£a:ma.

Q Will the change in the methed vy i

-
.o

is used, affect the outcome of zhe catoul iis-

A Yes, I am sure it wil

-

Q Will the effect be that 2z shificir:

method to, say, from Duguesne 4o Toleds ¥iiscn

party to another?

-

from what would have occurred undsr tia o=

)
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v
)

-
- i~
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~ I can't answsy tha% grasticn

manner in vhiaoh prerata 13 o He

ideneifisd, end than thz caloulani

[} Thexs is no axsvwer in ¢

will flows is that what yvou goye soying

CHATRNAN IAGLER: Tay wour oo
seconds? I have had sowzons on lold S
{Pause, )
- THE WITRBESS: <That is vhag 2
8Y¥ MR, HOSLIMTLLY:
Q Will the rules seill vzoducs
P Again, thae T8 procise is o
the asscignment of capgcit; ragponasinili
contribution to the weol of rezoxvez Iz

the expacted use of tha raserves,

That, by defindticon ond by agwans
parties, has hean accepead as fuadouw

Now, the mathematical o

the assignmont of capacicy rosponug

inplied or seid, is a very complica

mathamacical aimlay cn of

a complicatad process,

B
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In my judgmen: , whataver t¢he

to agree te as being an adaguats sliaui-o i

l1ife, themn rasults in fundarsnial zouise,

That evaivation lies in % »i-#

MR, BJRLITELY:

vy oy ts
-3&IL1 You,

I have no mora quescicrs,
CHAIRMAN RIGLIER: lat's til.2 =orn o

(Racess,)

CHAIRMAN RICLER: Mr., Goldkers, uhacs
want us to do with Exhibit 2137

MR. GOLDBERG: I was
into evidenca.

CHAIRMAN RIGLER: Hearing vo toiasci

raczive it,

413 for 1éentificay’

received in evidons:

REDIRECT EXAMINITIO
BY MR, ZAHLER:
Q Mr, Pirestone, do the nonlpplicint 2L

entities served by Chio Edison, enjovy tha noduc:d

of peoling encouraged by the FPC Pcwar Survay?
A In my judgment, yes, they do.

Qe Why i3 that?

)

A 9% )

LV

——— - —
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" o2 zeliahilicy that any o shs &
i
!
i Ediscn swsiam enicy.
- :;
-ii 0 Mr, Pirastonc, do veou o
i transeript in £rent of yau?
i
7 H TR S
B ” N Yea; I do.
i
al
"' o Counlad you planse Lurn oC
e | .
=1 E YO8, J1ir.
19 ¢ Te tha extent that oo 24

suggastion on 9242 that on: ¢oa Jzo

ra

betwaen the charing of nuslsas ocuar ran

L3

it not equally true that such u cizaas

ol
ae

dravn whether the roforencs is 4o = ~hmel-.

(.

o

nover or any othor kind of mowar Soun o

[

e . 4 —_—— . e e .

17 e Ye,3 it is SITR,
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9
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"

Q Doos this domenstraie wiat veou
12 line 2 that there was wothing mamicl

20 A I think it Acen, vos,

§

Q Mr, Piregstene, row do the ORO0U

nt
w

interruptable loads in thailzr load wodals

B

24 and for purpecses of allcestica 2% conuels

Ko interruptzble load iz cuclrios Ur.a e

A For purrposes 2f analvsls of he

i’



bw5

"

11

12

13

14

15

16

17

8

19

as

aersby o

cartifios

-
‘dﬁ

Therz ar=
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load,
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Mr. Tirestcore,

Yas.

== lire 10, in ragponss

Chairman, you testified tha

vou €

WNCH &

ameighboring system’s conduct, pell

can affect another neighboring svstar,

testimeny?

A

o

Yes, I do,

Will you lcol: at parss

transcript, ané raview them at thic

A

Q

A

2

that a neighboring system's cenduct, polic!-:

9284 throuvgh £2667?

Yes.

3
&

-y
--d

aQ%2a .
Javyd TAYX
.
i
———— -

Yes, I have read thoze pageco.

Does not the testiwony vou gar:

o~

- - .y

e L

-

would not affect another neighbeoring synias,

your view, there were unrealiscic =aswpuicas

the requests?

A

stated,

e s ke S—
3432 |
RAFR |
A | - g o st
i "
e "
i
- ok o w
wal K 2
o - %
e e
- -
- - - L.
- e e el -
5 S o>
» .o »
PEek Rag '
- O -
.
.- -
1
'
¥ “ 7 -
- =S 15 i

Yes, the testimony dees indicsiz, us wnu have
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have 1t? That iz tha CATCO azrcicis.

‘ A I den't seonm o have it, T Lelises 1

atcached to =-

—

e Lot ma provide yeu with 35 wonv,
A Yes, chank veu.
Q Ca pags 3 of that axhinis =n wha lroe 1

carrying over Lo page ¢, vou woa Bl cass %
S On page 2, carryiag zver %o »age 5. thae
Wes no preodlem in large fira velos, X@s,; I 380 o

[+4 What typss ef troncusilons Qic you Lfui

to identify with the phrass Slym satess

i The transfer of substentlal Gquant
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er bulk quantities cf peuwe= batuesa nelahsesds

|
u
“
v
o

companies,
@ QIAIRMGN RIGLER: Bulk pover crancas ~s.
THE “ITNESS: Yes,
BY MR. ZAILZR:
Q& If a CAPCO ccupany ware %“o mehe ouch -

0. }
i sSale to a norCAPCY company, fov axsrc.io, 22 “hia .o

-
-

3uch a sale was not contanmplats? wishia oha ChFCT mnnwgy



bw7

i

L

11

12

13

i4

i5

-
O

17

-2 8% .8

26 of your testimony which aas boea L0

Exhjibit 122,

A Yee, I have it.

A Yes, it does,

o Ae a result, is the =:lis

case nunber three, equalil?
A No, the reliability would

Q How does the reliabilicy

three, assuming, as you &id .» ¢hae ¢

combinations maintain the szame tctzl

[0} The data tabulated on thaol

total amount of raserves to bDe X3pt Dy i

cenbined systems censtant, dceg 1Lt not?

TS
..
-

. .
g TEQ

corbination of esystems in case nurbar

able.

TN
3341 L4

plan, would such actien Dy the CAFZD ccarc
to CAFCO planaing priaciples?
A Tas, it would,

In that, I Helisve @ha Los ¢ .
r taally exclus.ive,

If a party is frce ¢tn uviilatuvnd
affacting capacity, then that undoxrcuis
one=system planning. €% is imzoosible =2 b

(o} Mr, Pirasstone, vourld vou nlaass

4.3 2 a
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systems described in case aumber cna, cnaw
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0 Dees that table quantily +he 2172000 2 14
reliability batween case No. ? and coow Y-,

A at's gsee., I baoliave zlhiat 3 &
A plus system C prime =-- let':z go bael: o :

I'm having difficulty finding “hz o iuatici
of very reliablz large plus very unzaliabie '

Q Would that be not the svsesm v igted
under II, that is C plue A prime? Ths: iz &h~ onz 57 a0:
at line 11.

A Line 11, C plus A prime, yos. ' BUSEY, %
looking at E-nibit 1 ({(revised) wacher £hon Dunlsbis 2 {
Plus A prime has reliability factor as indicaibes eoa o
.019. Whereas A plus C prime has a reliakility Jazcte:x
of 49.662.

These numbars again heing stausd in womag =7
days per calendar year or days per == heavwy oz dore o
calendar year, the heavy days t2ing 232.

A plus C prime having a reliabdllis: Faoroes
of 49 means that, well, that is approximataly 74 e Q
252 means approximately ocnme day out of £iva = 3d
inadequate capacity to serve ths load.

Q Just so the record is clecr, th: zrziza ‘ass
as A plus C prim2 on Exhibit 3 {ravissd) corra:zcm:
to the table on page 26 to the syshtam of a TATY Xe

small system and a very unrelizble larga gysiem?
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% Yaz, it deces.
) and that uenid b3 gase No, 2 24 1 3
- i - 3 i & 5 T P ———— s ™
idantifiad pravionslyy 1z that zormas:
A That's corruct.

Q and the systen identifisd on ~abdithiz
is C plus & prims, wenld corrianond #a -
very unraliable small systom and a vorye roiios’

system; is that ecorract?

A C plus A prima?

MR, 2

£

LER: Ma

<
O

. ol ” -y Prm e mea
@ I°m cenfusins the rogcs,

Could we go back to whers I started =o lcentis, i

which -~ and let's make sure wa Loave i: =iy . = Y
(Whersupon, tha reporter rszad foom 5

recerd, a2s raguested,)

MR. ZAELER: I .adsspoke at slus =l :

siaould have been cos: 3. Let's pion up o shas -
CHAIRMAN RIGLER: Lek's nots on A2 =io-d .

there is confusion in the two cnses snd v, 2 . o

will clarify his answer, and eliminsis 2ha soaf uic: 2o =a

gives his answer.
THE WITNESS: 2he case w2 have Ifeniilizi oz snos

4 oa page 26, of fpplicant’s Tihibie 1285 L3 idencified o
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3 Going bask o page 26 oFf Appllosont g A
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{ the case that we identifisd as cses 3 acar : 3

3 T RTT " iy SR e
'y MR. ZATTTZR: Thainz You.
g L ney - -y =
32 37 L'.‘..”\. SARLER:

13 Q What would bhe the ragulirad wocsres ontico-zius

4 for the vary unralisble large systor in cass Uo. -

the combined svstams in cage No. 3 wure oo ashlz.

.
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However, I can't give wou the amnsht ~uikar of

megavatts. That would require again a scosviatlon uz!

S
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the digital computer end I have sucli a cormuibati-n

1
oy

made, but I don't have tha nwedbar at hand noor.
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Q Would you have an estinate for what ths wesulzsd
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reserves would bz in that sitvaticn for wue rarr rolislls
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25 small svstem?
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| Q Now just looking tn case iis. 2 on paga .3, LI «3e

very unreliable small system chose not oo anses L2730 ond

H.-"_-__“,WM,MM_N . ey —
;
p B '
A Agalin you are taliting abau: the aoidisnlox of .
i A plus C prime and € »lus A 2rive
Q AL this stage I'm Zallking 2boul sass Mo+ 2.
That is the very unreliadle laige 9lug 2ie wvary zallakl
small.
Ve are assuming thay have o, bazed un Voo
previous testimony, increase thair %otal arownit of izmgkalliasd ]
resexves to achieve thzs relialility similawr to hhot of e 2. |
You £old me previoualy that ko reoilers woaw
raliability, the large system would hove L0 weiocsoin :
reserves in excess of what you hava ipdicased in veoao
charts. Yeou couldn't give us a preciss figure iihonh
giving the study.
i
A I was trying to indicatz {hat vho comiin ei-n |
would have to to install substantially nmors resose
capacity inm order to achieve the vame level of so. i nilits
as stated under case 2. i
Bow 1 the raserve responsibilitlss vore
be assigned by the P/ method, then T would halisrs het o :
majority of the reaponsibility for the additicnal macnoslis T
required to improve the ccmbination's relisbllisy would bz |
|
assigned to the large system in thas thex iz ths ey :
f unreliable compoaent cf the combination. E
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A Yeg, it does.

Q What benefiis arias 9y tiho : A3 i
that zaction?

A Well, reliability o0f servie: 2o =13 3 iu 3
very important element in :zha swnli- of oloar—i- o B LW

S0 2chieving an ivprovenzat i1 i by

would e a benefit that would Uiov e “he ounegonss of
that small system.

0 Now assure that the s=mall ovys adn oo
to ce isolatad; what amoun® of wezarwae ol <
have to zarry te ackieve the sane ralis i3 aha
combin2d systems in casec Jc. 27

A Again I can say that the rasarvs voule -
substantially greatzr. I don':z have tho
quantification of the amount. That 18 4he =cibos o oas
cculd he generated bv analvsis vith <ha QSRPUTE Y

CEAIRMAN RICGLER: It conidn't he

R -

all) tho-

)
4 |

greater, could it? Tt would only &a%2 an addiniona. 1o
megawatts and thay would be carrying 100 szroan. —a:ao.a
The small systam cnly has 2 pew: lear ~7 147
is that correct?
THE WITNESS: I thouchi. That'e corozow
CHAIRMAN RIGLER: They ars alrgady carrving
reserves of §8 MW in example 2.
THE WITNESS: Again I thoughc :h: cuastlcos hid

e . T
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Again it is risky to trry %o cutdoucss €

.

interaction of these compoaenits, Sut :2hat zorvaials

is ecnceivable. ©f cours=z, at somz »olit. - 7
additicn of megawatts and depending on zh. =amiaf

those megawatts, the small svoiem cpexating in izcl

could achiave the same lzvel oF
achieved by the combination.
MR. CHARNO: Could I hava that aatvar b
(hereupon, the raporter read fronm <hs
record, as requested.)

BY MR. ZAELER:

c Mr. Firestone, why would it be 17 thz zam.l

system in isolation were to maintain rzssrvas o7

.

it still might not have the same raliability =z oL
combination of the very reliable large sveton ond
unreliable small system as indicatcd in sasa 27

A That would depend in a iarge degras on

in which the reserve megawatts were »Hackagel. T°

comprised of one generating unit ol raserve, thie rull

would not be as great as if the 100 percant rago-v:

mace up of say 5 smaller sized units.

CHAIRMAN RIGLER: We don't hava any prob’

——— e wv—————®
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on th2 sm2ll systcm.

-~Tr ™ Ny 2% ey o . Pl o~ -
-!Rn &l .Au.'u?-: o~ "!? LR esL L L SPCIL
K 5. > s - S = Sk A R b e
ran e atudies o compise fhac partioviaz

talking sbont.

Applicants hava . - objeciion 4o ¥, fluaatons
running those and subnmitting thesz ox thne oo
he the way to clear thic up.

CHRAIRMAN RIGLER: I dea't koot vhok ve sma
c¢learing up. I don't see aay disagcoszmant oLl nosdaon
the principles you espousad. he guaniieon io tihouz L.

radeoff between reliability and the cast of nll ol-s2
extra reservaes occurs, and how thot affests =lo consous

ef equity.

But in terms of tha griacin? el aran oihisuned

to demonstrate through thase gquesticns, we con -o
BY MR, ZAHLER:
" Ny, Firestcna, 1i£ I uvndarstend whac »ou Do
testified to, just before, you are telling uz

combinging with che large systen and medataiiing 00 oo

wee e - e > -~ - - -

¢
= bl e . *e ¥ oamtd ® 3 e bay W B ey v e
of resaervas, the small system eeps velisbilise: o mztond,

but is able to Teduce its reserve oblications Tr-u has
thay would otharwise have besn if they wsra oaposi:i-o ‘a
isolation?

A Well, in the gcituation that iz dassrizce’ 23

case 2 or tlat we “ave bsen descriling as fosz % o aoa
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arlo
1 you have a very rzliabkle larg: plus 2 e

2 and the raserve nagawattes avae fi.uad., Thav

4 I'm saving by wirtus of cowbin
8 two, the very unreliable small svutam, L7
8 terms of thase two heing oparacad reallvy

7 sharing generation rasgerves as ona < 'scem,

3 unraliable small systam has moeved €rom ghal
3 essentially the same posicion as tha laxgs

10 very lizsble positicn.

il If the small systizm does not in
12 assums a greater porticn of the rasoponszibilis

13 installed reserve than is indicated by :ha

14 rule, then in my judgment the small aysten

15 advantage of the large in that he has achievad

16 improvement in reliability at essantiallv
17 his customers.

13 To use the vernzculas, he'
19 cn custcmers of the large system.

20 MR, CHARNO: Ceculd I have th:z

21 (Whereupon, tha reporte:r read

record, as raguested.)

R

23 || MR. SMITH: Mr, Fireston2, in

[
i

~
e
fJ

24 you measuring the value of reliabil

e
R
5

25 cost of reliability to the snall svyeta
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P ame

measure %he wvalus of althorsh Towenisd
2 L. & A S Ty 1 3von - T e — -
thin®z that it certalnly ghouvld have sous 7ol a -
‘1' s & -.~ - - - . -~ aew T - - - - - -2
hyrotahetical syscams thai I hava postucia: 2.5 o) 42 b

we have embraced & spectrun of conditions where =ho maiiasd

is at an
that produce 2 high daqrse of zeliabilise,

ided am o s =565
o Rt e

W
f
:
!

Certalnly it is baé 1

a conmplament ¢f generating capaecity oo bz suah dhat veoo

&t an intolerible level of zelizbilisty in susiadne co=vi

to vour customers,

S0 it is & Iundgxont maidter cg ©o what constisn

the propar leval of reliabiliey that one wonss o =8f203

" L . -
ta2 customers. Onee having dziarmmine ths cam-ro lav
< s e $oy - it - 2 T - - - -

of reliability, then, ¢f coursa, it saams =

prudent to try tc achieve that level of raliizbilir
the wost econcomic marner.

2 ) } :
But in my answer I waw $rving Lo wonvas phau

thae large, very reliable systsm coit cha® wasw Ly oloben o

the way it chose to inskall capacity rezovioos,
course, had attendant costs atiached with zhacss zoaglss

rizources.

Fee

A
-

14

Now, ©to m2

'3 Py 4 s, = e > T P e
¢ inapproprinte for o wvery

unreliable system, larze or omall, 20 buddy ap Jiih tus
large
very reliabla/system and zuddenly mova Zrom s Soitolarabl



!
|

——— e - -— e e S — B
“ e . . s % s e gt e gy 4

arl2

L

! peor lavel of raliability to & very Aizh ie 21 »f
2 raliability without scmahow assiming gsma 29¢s ohlig

. endl$5 3'

(-

10 §i
1
12
13

id

ST



et

e e e e s e e e e e

-

s20 !
i 2 ji - that the pa: tislipan®s nsks &7 the bous!

* ’ k' s - oy oy g S =~ - - .
- 8 G A2 CLRATRAITGS LRl -

4

H

;
3 i o $ P M b ; .
+ 1t chay raceive Lo s $odl, zun’t

S

L &

e
b
=
{3
| O3
=
<
3

£
&
-

‘I' )
0

that §f ve are godng <o 23avs skl svate

\
<
-

‘
'
i
7 and opevata, than ia an iaterscaxr-auiad
]
i
"~ ' > ’ - . - ., % .
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will Install)l copazity rasovrses, Zush

asgsure@ that €h2 cggragsts eavircauant
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Also, I zhink those rulow <

iy

v

.. Bt M -

raliability feor the entire suviveoun i
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2i
22 equizable basis by =he axbagy Uizt ulks

24 So that mdéarlies what I'-o

CHAIRGAN RICIER: I s&ill b
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H, MR, SMITH: TOon X3 Bo% Sgnony

ccot attendant with achisviag hot acoorwadl
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your free-ziding answrr, os I compars ssanaplszs Do and 2.
]
Whers the large system is the laraliable svagem, Lo ozuay

to pool under tha CAPCO mzihod, they hava Co Logrizes

their reserves only 18 mw in 7oux e ia, Wit

vi

in percentage :erms or absoluta toxms lsg far la.s than

required of the unrellazhly smul

THE WITRESS: I think ®hore is z nlssing iink |

This analysis was nud W

e L e v -l -t Savv wd b P b VA

are constant. But the reliability that is achioewed in

the three situaticns is not constant.,

So vhen you leok at the case threa :hat 7ot

just described, the very warsiiebls largs, plus 2 oz
reliable small, now the combinatica, in wmy judoezrz, fa

an intolevable leval of raliability.

Ao
-

It is so poor that it would b2 intslerasl.
This plan three or:example thiee sheuld hawve adal-lecnal |
capacity added to it to bring it up Lo a lawvel ol relisullity
that is comparable to case two.

If that were done and then the PN 2Zoeess wers '

applied to assign che respactive rasponsibilitice, uyziz ;

I am speculating sor2, but I think vaun yonld rsed shain e
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1! large system would nick up thz lica’s share oF
2 additional capacity reguired to zchiaeva tne inccoviaini

In reliabilitv,

R —

CHAIRMAN RIGLER: That additional wsozacl y agessn's |

show on axample thrze.

Uit

«

THE WITN23G: NO- This oxamols wasi’i dizaonad
7 i towaxd the questicn you raise nox i nzallan 7 shink wor

e are finding with this,

9 BY MR, ZaHLER:

i0 o Going back to the frese~rida conzzni £ a saconi,
11 Is the free~ride result a cecrnceguencs <¢f anolyine <he ecunl

i2 percaniisery el n? of eumputing raserves us indiconied in

i3 youzr tabla on pi-ye 262

id A Yes, I think it is.* If zeserve rasvosaiBilitizs
15 were to ba assigned by that mathed,
i6 is the consequencae,

17 | Q To what extent would you expact that = 5wl

L]

18 system would enjoy banefits Ifrom eccnuaiss of oo
19 by installing larged=sized unite in exciss 2f, lz:iz L=

20 50 percent of ite peak load?

21 A Again, the incentive to striwve lor sconowy of

3
3

scale is greater for systems that are operatines with smallar

units thant it is for systems cperating with larue nniss,

8

-

YOu run into the very practical ceazicdzracisn

>

25 that the capacity that one choose:s to inztall o sorve !
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load &3 growing tan negsvstic par veorT,

that systam sheuld éecide Lo inss=ll o

unit, somehcow ox other, “hon e

supporting the costs associatad *rizly shoiz %00

unit have to be w2i.

by ) 3 o 4 o
This acts as o dsz

Ty =

r

far in che diraciicn of coonomr 7

An econcnis daterione.
factor also that if one novoy ooc
of attempting ¢o achieve scononis

unit turns out to he 2 aco-callzd

w

ort of disaster, serious macizini.
it to bscome inoperative for si:
c¢hat can have aearly catasiropha

situatica of

-
amas & e -

ot Wad e
oal.a
- d e T e @
¥, . . N
Mo S Lo .
- s
e base wmil .-
e + ooy
o e S hrtye - 8
eyt s R =y
releitiocs el PR
wetlh: ownaed U ¢ anissy
W —Savwm oeis P s
oy et = -
Widaa bl S - YA




arl 1 Q Turning back to Exhibit 122, wihich iz

2 the capacity allocatiecn study and lzerxing -2 2xhibiv

revized) in that document.
4 | A Yos.

= 2 Tha data listed undax enlmaas 7, 5, 2 iz

s 28 significant to two dacimal nlacesg; is =nal cowrsolld

7 A Ya3, that's correct.

8 2 W, was that done?

w
b2

- ¥ ] - d ey gen Te 3
tzbulatica srimazrily. Tl

To simplify th

W

19 numbers have been rcunded as thay zre indleatad haza
i Q

12 the caiculations to only two sicnificcat <igite

Does that mean +<hat the computa2r per¥orasd

13

14 CHAIRMAN RIGLER: FHow many <dicvits wore i
15 MR. ZAHLER: Mz, Chairman, if 1 c2n lnaxo
16 an exhibit, we will get into that.
17 CHAIRMAN RIGLER: All rigan. 3Iak t
18 answer that question.

THE WITNHESS: I can'tanswer iv, aleh h

18

21

A No, it do=2s not.

other sheet of paper will.

CEAIRMAN RIGLER: t shows tweo
digits. How many did the computaer utilizer

THE WITNESS: The printout from th

24 also displays riunded numbers, tha priateut displays
figures that show five significant figures ©o che Jich

R —
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the decimal point. I can't ansver pou with rreciiicons

b &8 ke - . ie - we - -
as to the significant figurza tiah wrars oonenis 3

2, . o y B - & - - S o - o & P L o e
0 the compuier &8 1t was maklzg tie conzvioiing.

> -

that the computer princtont has Dean youndsd 2o the Jiva,
CHAIRMAN QUGLER: For the value 2% 4ha nogutive
margin?
THE RITHESS: Yes, =ir.

"3 Y - 2 O3 . 3 Samm - T < &0s e
MR, ZAHLER: e, Chulzman, I wounld Lis e

mark ag Applicant's Bxhibit 129 a single yhast ol 2

which ie & comnuter pristout.
{(The douumnan:s roforsed 1t
was aaried Apalinnie
Extibdte 135 fox Sdensis .

BY MR. ZAHLER:

Q Mr., Pirestene, woull you identify wir: |

th
H

boen marked as Applicapt’s Brhibic 120w

A Yeg. This 13 one of the vage: of counu-zr

-

printout ascociated with the study that I ozl wafarois
to 2arlier which generatsd approximately an iich 2r i -
halZ cf pages of compulisr crintou®. This pardiculn si3ss,
yot ;an suee by the heading, 23 o do with She Linouss

feaquency distriboticon of geacrating vapaciiy masgins. tast
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1

12

i3

14

15

16

&

of risk and allcecation with hypothastical
anticrust testimony.
Risk calculatizon svaten A vwhich

gsysten, very reliable, you can zeo2 julzl L2

Ui
e
g
“

.

i
by
134
)

L)

in the upper left part cf the
which irndicates that this ccomputation i
pericd or month nf Decamber.

Down below that, vou can s=@ b2

two colwmns to the left indicatszs the mogauot

a lower limit to an uppser limic.
The first entry is 19, 19. Ws
information associated with the discrote =uc

of 19 megawatts.

R T ]
o it
T s
LR A¥
.ipT
-
o .
- .
-
~m T g
(L
-
-w &
(=9 ]
-l
ren v
P e

To the right of that wa find 3 column

"days this pzrioed.”

Pirst entry is 13.40430, xeprasar
in the simulation of the December month during .
you would axpect to f£ind that discrele marg!:

If you look down that column, vou

the days this period associated with the varicus

e

margins. If you go to the Lkottom of that colwm.

find a sum of the pesitive margin values, swr 21

negative,

If you add these ¢wo tcgather,

get a number of 20.99976, which is very close o



.- ——

arcs

L 1]

e

¥

12

i3

14

—————— g — - v - —— 8 4

|
-

& &8 B B

L
i

e e 4 |

e

b e — T

-
e -

- -

T e e b

-

. ———

.~

— -— P —— ——— ——— . " - 5

rzepresenting the numbar of days that wi sizmlad

If you move *o tha aell efivin o
"3ays all periods,”™ vou .3n2 the corrispondilng
now with respect o th2 dayve anmmed Lacsut o2

year including the month of Deconiar.

There wa find 4he informzation Mor =i

calendar vear. The column tc the Tigat ol Thal

the srme information oniv in terms of pavennt.

I could gs to the eclumn headad “days all pexli.dn

one were to add thosa nurbervs, vou wiil Jfind ol

sun agsociated with the positive mazging 230,97

The sun of the necatives is .0137Z.

sum of thoscs figures iz 251.92755 which agzia i:

+o the 250 days we are anzlyzing.

To the right of those we Tind aurieze
zepresant the sum of the positlve megawwti mozclii

5481.06, wvhich is a nunbar chat wa have uwobuloiacn

exhibit praviously.

We £ind the nurber agsocintad witl 2lu

tha negative day marginms bkeing 0.06, which I3

again 2 numbar we submittel.

The ratio of the peositive Lo nogjalive

shovmn as 88983.16. If you take ctha troubis %o poerio:

A
I Y
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ars

10

1

12

i3

14

i6

17

18

arithmetic of dividing the sum of negaltivas into =
the positives, vou find you do not ge: ti2 precisz

shown there as being the ratic of «he pesitive o

negatives.

This arises becruse, as I said 2avllias
computation of these numbers is dore intamal to &
carrying at least five significant figuren o tio z2i

of the decimal point, and then zrsuaalags Loz n
CHAIRMAN RIGLER: To ycu romamisr vous
with Mr. Golédberg yesterday in which he =xlzd to
conceda tie computer was proae to errIor on
the reliability of thase printounts waes ot
THE WITNESS:

Yes, I recall

- s

y 3y Sa.
] o
Lo 9+

CEAIRMAM RIGLER: Would you lock, =lenzs,

at the second figure under the day 18 margin. usndo:
thie period where on my printout it geee ficm fa L
a figure in excess of 18 £o0 0.03485 followvad D 1.2

It looks as if the zero cannoi bsa
locks to me to b2 a value greater thaa 10: is

THE WITNESS: No. I submir it iz
rizky to try to outguess this calculaticn.

CHAIRMAN RIGLER:

labeled "days this period” begins with a large vzlusz

decreases day by day, doe=s it not?

MR. REYNCLCS: I'm sorry, it does

g —
roy
~
Ey §91
< AN
Gal
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-
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day by day if vou go “ocwa

but from tha% pecint down,
CEAIRMAN RIGLIZX

18, gciny from day 19 £c

sxtremely large valuz? 7

drops off to corragpondingl

The :cumulative column &
day 18 goes Srom an extr
smallacst values shown and

to 1l.28,

megawatt margin that is

at the two ccl

CEAIRNMAN RIGLER:

up and I will circle for you

THE WITNESS:

th2 column headsd by *day

You have circ

b T o R s

watS WSt

- ~1% ey &
p Ay -
N &4 el &

rop8 oIz
-:-.51'] 1

N ™)

-

vy l2sser va

tien Lowmoss

latit-xost on i

s this p2

;
DI ;

3

o

valus

Dact vy ¢

ot

- et

which is associated with the megawatt marzins [ovins

valve of 18 megawmtts.

Phat means tha

CHAIRMAN RIGLER:

than whers the value is

THE WITNEESS:

t -

i% or 17

Inis znal

)

Why vould 1t be

&
i



ar7
5 combinations of capacity that cou exiet Io & .z =

2 Secanier,

3 That capacity moucel razcugaiias onvs
& units aave been remcved from tas capizitr melel to oim
5 gchaduled maintenance. It racigniszet chst zlng 53
3 capacity nas teen adiuvated vo arecounaiz for ks sonmyun)
7 and J0r an allowvance for partial cuiagzs of capus o
a conditicn derating faciors,
S Then that capacicy somplamenrt or wis + $
19 W model is merged with the losd o Yo sersac hoc :

i
1 CHEAIRMAN RIGLER: Thet 13 &res oF 3l =2
1 these ficuvres, isn't 1¢? These are conaztent co-novics
12 And yet I'nm seeing vhat appaars o ma ve Le -
14 signification discortior from the nattsrn refiaga-d !

the table ag 2 whole,
THE WITHESS: All I can szy in the wiv o

v is that the computation of eaprcity conditviors Lh::

can 2xist when measured acainst ¢the Lea2 24 == ==

- -l 7 9 %

-
o
——

Y at.s .
L = T T

euch that theve evidently is a vesy hi

£

maraing of 19 megawatts will exist and a Zov 1130 .3

i

that rargins of 18 megawatts will swist,

»”

CRAIRMAN RIGLER: There is suldenly =2 Ll

Sevl ¥ - ilesvjas

\
o

thay »ill exist at 177

THE WITNESS: HIgh as comparad %o 17

e ik

e ———— - - — o o >

comparad %o 19. That ie the way this »

=
——— -

b

L)

bas
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11
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13
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BY MR, ZAHLER:

-
L
t

i 91.-‘.--Q.A“ s ¥
s £ eI W0N2,; = ok g

ays ouk of 21 that it i3 axgeovad ehat

small system will have 1) meczwates ¢l onn-

A

Q

A

a

No,

That it will be & capavity mexgls o

Discrete capacity margins of .0 pam

<

And that the other ligurses Tannaczsn«

of days out of 21 =~ that is vhatever i¢ ilalh

ninus 18, ¢
less than 1

A

n which they will hawve a digzrstn cuy

9 mecawacts?

Not lecs than 19 == whatasver i L:if

ara speaking collectively of the ceatirzs cable:

right.

2

-
i

If the computer program ©2lleg us an

21 days, I will have a capacity margin of 2
then the sum of the rest of the {iouras ia that

would add up only to thsrejis that zcrzeot?t

A

2

significantly larger thanthe rzst o

A

such a high likelihood that a discratz margin of 1. wegowanys

will exist.

That is corxrrzct

Does that explain why the firct aurbh..

rh

Sy deds
et T wr Yt 4

W
.

Well, that accounts for all o~ the

o
. s
i
e & iy 2
-
" 1 .
5 R o
- L0 )
~ % 2 ¥ % o
- fad ol
.
&
N2
L . -
=
bi
.
’ -y -

I don't know that that explains wiy chevs is

-y

- e e g
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"
' That zeally i85 a Suncuion of <ho =
2 3§ generating capaciiy and e chavnstuzivails i
!
o fhe 19 magawests 18 whal Sud wonsd
48 dn a2 loose texm -~ normally aipest e - -
:
55 with as cezpacity mergir: io that cozmyssil
i
g i b I think vou ora randing mwra JTaty il
H
7 { thatn is there. You ax2 pubting a Jiffovau:
]
34 on it.
'
2 This maasures 21l of ths ingual
(0 §f ‘that this party haz, accounts for iz LB
i
i
¢; i that capacity, and them razourcs st & i
!
12 |} inotlaled capaciiy cgainst the load zeguisomon
|
iz 1l New, it dousn®t tsili you that it ic
:l
7 ; necessary nor desirable ¢o9 onerata this awun C
¢ § i s
= ] Ccapacity on that partistlar dzy.
1§ 4
i
e 0t % I£f the nunber heiow the 18.40.°5 wec
o
b |
« 1 order of tan, would that indicaie that 70 o
i
g | accountad for in iz pericd wnexeas n 2RogL =
;> ' hava 21 dayz as a waximwn auabern?
f : i iata - )
20 A Yes  that would indicats Lhera is
"
21 ﬁl There are only 21 cays to ke accounted Tor. &l
;l
25 l is a check peoint on thes accurcciss,
’
23 !; After one hes z2esumad all of i dove i
t
21 !i period, if the nurder is dilferaont thon 21, veu <oa
it
;
L]
i
|
{

-

=

confidentc thare is an erzex.



MR, ZAELER: IHMr. Chairmarn, I hava ploia
out on2 sheet hare tinat correzncnlad o 1lne tAind

revisad.
Applicants would he willing o =walia avalil
to you the sntire ccaputsr printouf, which indlizataz ol
the data shown cn this sheet is not a dEistertizn ol hu

data printed on the entira cemputar printeui,

CHAIRMAN RICGLER I may ba in erxor i = msowumptl

(J
L
v
'

&

I will lat Mr., Goldberg ktest 1t CSa recris

I have difficulty undersieading why the flusioatic
would be in there, particuarly whan I caompars tic Jays
all pericds column immediately next to lc¢.
MR, ZAHLER: That rapracznts the eontize »aur.
CHAIRMAN RIGLER: I uncarstond tWhzt,
Byt I can't understand, onc2 again, haL io
80 peculiar about this Cecember pericd that would fueducl &
kind of result.
MR, ZAHLIER: The oolumns have oo
add to 21, :
CHAIRMAN RIGLER: I eppraciave that nof=:.
MR. BAHLER: If 18 of the deye cra szcoumizc
for in the first entry, 2ll of the other eun:iri:zs
have to be very, very small.

CHAIPMAN RIGLER: I can ef=c my “en Lo vrono,

T still don't underetard whyv you go o a value

st s i 8 e SN
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that lov and bounce up on the 17th Aoy, horavas.

MR. ZARLER: I cea't ¥lnh thers Lo g pabiaika,
If cne tock the nunbars end olotiad thom,. =havs 4.
act a pattarm.

Thare i3 2 randenm divizisn of e nisher .
up and down.

CHAIRMAN RIGLER: That yvandom oaibains deaats
begin to occur, &s I look at it, vncil aftes &k 1o . i
carv,

In other words, Zor thae 1% zhyouss™ 18, ~a = P ¥k o3
to m2 to be a patternm with the ono axcencicon wmra wilol
have been focusing.

THE WITNESS: X think I can 864 ascswhas wo s
understanding of thie by saying zhat in sipalaiing 14
in this hypothetical study we tooh scme ascvinmiiun: o
scm2 liberties ir medelling dhat lozd znd doo
from the type of load patciein you weould gimoes: fn ool
in order tc simplify the caleulaticns.

The load pattern we asswunad, acwavs.. £y

all of these capacity prograns, so vou howe o oo rm S s
Thae facter covld contribuszs oo thal corzies

. .
ﬂf vy - el v emd by s .
& RArTLINS zagnsw 0% 8-

€0 be an unusual concontration

megavatt level,
IZ you lock toward the botica of 4o

sheat of paper, you will see worde "neock duraiii-n ¢oowe,”
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And, again, in the simulatisn 2f 1

genarate a curve that iz definad Wy ¢

by six points, mally,.

Than the compu+ar sclvzs £

on the peak day as b:ing

Sclves £or the

5.

200 perxreoenl,

load leval

or next lower dpy and 80 on,

Por the purpecse of our caloul:stilion

agsumed that in December,

ALl 2) days of the month,

the load is

cn the ns
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curve, I quess, would e 2he zropar Ay o uay it, whish

T think is contzibuting, as T maationed, ko 2l usneentrLiiss

cf the margins hera at 12,

Once agaln, ti2 zattern ¢l the zenerating unic
and the characterizations 2f the lecad will “otewnina Lew
thase discrete wargine curn ocut., I% 15 engenlicuic
to_think they will be orcared in a nice desceading exdar
cf values.

CHAIRMIN RIGLER: Why don't wa lat i, Iahlev
finish his redirect and cthan il the Stulf vants (o ¢ irto
this, thev may.

BY MR, ZAHLER:

Q To reczp for a second, 40 I undavstind your
testimony to be that since .68 divided into 5
equal to 88983.16, that tells yru that the compuiow
calculation, the negative infeormaticn ag ceomcihing glhal
than exactly .06; is that corract?
A Yes, that's ccrrect., 2And that is farcher ampll
again ==

CHAIRMAN RIGLER: 1If it is corrsct, Luop “haeda.
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ars {
i i 8% MR, ZALLER:

. it Q Could you axpliain ¢o nme tha sigeilleor
9
- .- b 5 - N o ... A F i . .
' v 4 04 ik lcotnote 3T Lhe Dotdeom o~ Lhs compacsy
i
1 which remdiu "note, suva noaitives and asgstlver
€ acoumulative of nonrsundad contaxt antrzier o4 will
i
9 ? always egual the zunm of the rounded priated tonqans?’
‘U‘i ” Fon gk ki o mlsmidsx %) &
o A That acte is intending €0 siéasoy he vusol
}
o e < ! | G e ms
2] “ w2 just reached that ithe couputation within tile =uvapa

a i working at one level of pracision, that i3 thua rou-
D q wnsn 1t cotas tims for printing out zaguiis on wils
i of paper.

i i Whens you hava gumbers Llilks thic, yse zau
! the precblem that has been polntsd cut Lo us hsza.
7 4 ! ig not reslistic to take the rounded valve in ohis

ratio for the numeraster and the denoninatsr =si ne

-

it
e . o ———— ot | —— -

rourded valuez and expect to arvive at tho vaive of
ratio that has been computad by the comsutar wor .o
pracision in exzeas of fiva significant wvoloes o o

15 | of tha decimal point.

R

.
=3

) n 126 into evidence.

) MR. GOLDBERG: No ohjection.

L¥ 5]
'-h
%

CEAIRMAF RIGLER: We will rscesiva 1)

£ B R

evidance.
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b
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MR, ZAFLER: I wounld move Applicaznt s Jaoil

e



10

1

12

13

4

is

18

17
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24

marked Aprileant Bt o s
26 fox idanmiifizacion ns
zoceivad in avideusz.)
MR, ZAHLER: I have neo fuxthsr redizsat, »io.
Chairman.
RECROSS=EXAMINATICN
BY MR,GOLDSERG:
Q Mr. Firsstone, you 3tatad a 2ittla while zago

that you were in error “/hen you agraad with Lhe Chulrman

and activitias -~ that a gystem's conduet, velicics and
activities could affect a2 neirhboring systam,
A I was in error when I reczlled thac I hrl
agraed. My testimeny indicateg tuat I hed net aguiad,
Q Do you recall tastifying yesterday tioi =he

reliability of one system dependz on the relianbll.cv of

all systems with which it is interccnrecied?

A Not specifically, but I don’st doubec &nat 7 szald
that.
Q I would like to raefer you £o rage 32%0 <% vour

testimony.

A Yes, sir.

Q Line 13. I ask the question, ign't it & Znct =has

L)
o
w
s
(4]
P
&
I
b

.
'.Q.
i

the reliability of cne system depends on
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ars ¢ 9482

f 4 of all of thes systems wlith which it is intsrecnpacrsed, agad

"
a ; YOUr answar was ves, 2 absoliate welislllivy iS5
!
" * ol adi=sy
. 34 o you racalli thant
. 3
i .
-s A {:‘.‘ ' t de'
. \
. 3. Q Co you racall asnawaring 7838 20 oot ™hant
t0 ay quaction, iz2n't 1% true that the Taliskbilit

(&)

— - ——— . -

one systan depsands on the sctivities, Palicies, contozhe

‘.‘!
-

of the othar systens with which iz l:s lncaigoancotesd

®©

A Yes, I recall that vou actked %hai.

B

o - Q 29 vou recall you gava tha anguar ar, s zoss

1 Qitant?

A Yas, I do.

m——
R e

Q wonld yca ncw like o chaage the testinooy 4hal

.o
g

you gavs today in response &0 Mr. 2shler’s guzasticr sz
you thouchi you '#are niztaken in zgreaing wiih Lo Ohaoas
that you testified that a neighboring synten’s cirdas.,

policies and activities could affect ancther soighboring

gystan?
A o, I wouldn't, I'a not suxe oif Lhe Jogueace
in wiich thasa statesenies vere wmade.

I beliove that at the time % wos zuke) anuv.

———————— — W

&

|
1
my racolisccion. That followed a zeguunce of cussiisniag |
\
. about possibility of certain affects in which iy wy

racponse I did not azgree thers counld ke znch oo 2iflaot.

23
24 |
Without checking that, T doan't Xmow whal irpact

A
-

[
v
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statament has on f:hat statemen’.
Q Refarrcing ¢o vour tastincony ca 2373, Li shat baszt!

meny correct or iz it iacorrec:?

A In my judgment, it i3 corract.

0 It is correct.

It is corrvact ia view of . Zahlar’'z sussiien

today?

A I don't have in nind ir. Zsklaer's gquanticn
tedavy.

Q I'm referring to hias question rith zoepsre 20
your statement in agreeing with Chaiznarn Rigier wihas
yeou had indecd‘;astified that a systam's condugt, policieg
and activities couvld affect a neichboring svosan's?

A That was not the nature of the quoccion. The
question had toc do with did I recall egreaing. 7 zodl
I thought I did, But upon clheceling, it turus out I d.d

not agree.

[

Thersfore, when I zay that
that turns ocut to he in error.

CHAIRVMAN RIGLER: ¥hat wes your nays Tirlzranco
Mr. Zahlerx?

MR. ZAHLER: HMine was to 9303 2ad wo 2274 wo &4,
The confusion is arising because the guestien zcg+ed 2a 42

is more specific and relatas io tha raliabiiitr ¢f

ana

system. Mr. Filrestone deesn't doubt that. ™= cuection I

—a e - St

v——— o a——". -

-

—————
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ars 2471
§ askad related to the general guagticn, would Lt havo
2 an affect on the other sgvstem wiiheut any welfczzzua,
- Me. Goldbeng 4id go inco thu® itk tha wiodeus
- 9284, and 86, And the aaswers awve dildaxent shrw

ae otherwise recalied to tiha Chairman at = later Ja:s.

Wi

& MR. GOLDBERGC: If the coadust, policiszsr 2ad
7 activities have affect con the weliabllity of =z

g neighboring system, it hag an =28fsct on thus 2yssam whon
[ % you don't get apacific andé you sre tallting ubout & geurla.
ic effect.

1 One of the wayez it huas an alfsct 1o cu fas
12 reliability.

i MR. 2AHLER: The tesstimoay is ia the traageripn
14 i'm confused by where HMr. Colébare's lire of guactioainy
5 is going at this point.

16 BY MR, GOLLEERG:

V7 Q Mr. Piragtone, with maspect to 'y, Sohlan' s
8 quastion to you about whether or not you wers »istalzz
19 M when you said vou agreed with the Chairmen, ama2iic

=, what part of your testiwopry would you 1ike ©n chon

A I wouldn't prepese to chance ny tagtinuny

W
o4

other than to make the corrsction that what I “icugnt £

recalled was at variance with what I had caid ‘soediataly

82 R

pricr to being asked that gusestloa.

# B

Q But evan prior ¢o Lhatg, you did agree tlat

Bt g -
-
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activities, cenduct and policies 27 2no 3v3
neighboring system; 1z that =orrect:?

A To thae extent T so statad on S
yes.

Q In your example on mages 25 and
testimony you stated in responze tc a guesc
Zahler that theres was a reguivemzant imposs

e
v
v

example that the reserves always ccoma ov: 0

magawatts; is that correct?

A I don't have my testimeny berfore mo

was a constraint on the study that, vas,

to a fixed total amount of inctalled capazity

produce if you expressed the reserve oo

-

-

o Yiex
g
¢.‘I\ j
-

€

e o
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e
ATE
.
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=~
o
c
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LN S
o™ o~
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-

-
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-
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4y, =aa
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e L

between total installed capacity and the zum of szanual
lcads produced a 220 megawatt nunber.

Q In using the CAPCO probability toghnizu: o
allocate reserves for the four CAPCO parties, do ven i
put a constraint on th? reserves that ara to rz allozos

A The reserves that are to be alloczuzd =15 2
mined by acain the planning rule that we conzesmplo:e
installing capacity such that we will achievs 2 =uliab
lavel equal to the one negativa day standard.

Once the total amount of capacity that ‘=
necessary to achieve that standard is datazmmlied, zie

that amount of capacity is inpux into the allccation
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process and the responsibili:ies for that zrvourni: of

capacity are assigaad co the mambers.

v

Q But that capaeity deas nct all us 2o aservan,

does it?

A Well, again it is necassazry to 2:geunt fox 21l

-
i

of the capacity in the gystem. I dom’t goa% he dlozinziioa

of reserves. It is necessary %o 253itm 2 Tassonsibhllicy

for each piece of capacity in 2 systen, noc just 4k
raseyvas.,
Q Your answer would b2 no, it doz3s pot O

all to rescerve::

A I don't follow your questicn.

Q °° 1Is that capacity von are allceating all Zer i
purposes of reserves?

A I thought I answerad that the capacilty w: ax:
allocating is the total installed capacity within ¢:2 00X

group.

Q In light of that, can't you answay the gunstic:

yes or no, does all that capacity go te razczcva ox Lo it

from other types of power also?

MR. ZAHLER: Objection; aslad and angs.eral. o

have been over this four times. The witness' ragveoase Lo
responsive to the question as pes«ad by Mr., Golchaorg.
MR. GOLDBERG: Throughout any crosz-excaiation

of the witness, there hava been many, raay questions that

(4 )
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could have bezr angwarad with r2s or uo and

I haven't sald anyvthing uncil now, Lol I &2

tting a ¥95 or n¢ answer. 1
witness suplaining the auswer, i I wseld
Aanswar.

CHAIRMAYM RIGLER: <yarznlad.
MR. ZAHLER: ‘Ticuld you =rpeas tn
the witness?

(Whesraupan, tha zaperter rasd th

pending quescion, as raguzasad.)

.
-
DR

.
- .-
- s %
-

THE WITKRESS: "ha alleceatlon pro23ies

deal cnly with tha racarve <elenant el carzelly.

understand your qucscion eor if I umiarmsionnl

"

I ¢think the a.swer to it is no.

BY MR, CGOLOBIRC

Q Iz tha output of a gompuiar cver »

-

than the input?

A Agaia I don't feal gqualified az

yous

—

nor computer expert to answer that. 1y inoiin~s

output is rigorous frox « mathematicos! anzlrwzic

i€ poor assumptions have bLeen et in, “lan

is no better than the azswwptions =hoi =3

™
3474
“
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5 b A aglon.
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Q During your absencs yarzerxiay M2, Zanlsor statec
that you computed all of the aumbars in ihisg <ol w2
have been provided with,

pid veu?

MR, ZAHRLER: Couls I have 2 zefargnos i W
statement?

MR. GCLDBERG: Pacgz 2338, iings L1,

MR, ZRHLER: Could vou rapeat tha qguariion?

(Whereupon, the Reporcer [usd the
vending Gquestion, as requecsted.)

THE WITNHNESS: I think I undegrzcand ©2
question or have it in mind, IN =z ¢f ves er no, s
answer is, yes and n<.

In that the numberw wer: conpuatsd wwdar oy
supervision and undar nmy direction, but I oersenanlly dud
not prepara the datz iaformaticn end input 1t o2 iz
computer and carry the cutput around and #iat .o ol
thing.

BY MR. GOLDBERG:

Q Who conducted the 2rror analyszlic
associated with the methods you lave usad?

A As the exhibits thatz I hava suhmitiezs indicabts,
my initials are shown cn thosa exnibits, z2 wall 25 one ©
my associates by the name of Codospoti, Ceo~d=o-.mjmcmi=i,

who I look to to be respensible Ior -~

=
-
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| he necessary checking o zssure that thaozs ner

-
.
-, - L. p - - i -y e -

' SCxpntakion ALrLers Or ATZOII 1A Laguuin h ¥a
&
i

2 Did he ¢o dnsk 25 WTTOX YL LR magodt
3
Be both the JTazZaklive preosiss and o esmpuoisy =ppi St

- ]

: $ 3 4 e “een 42

e I'n not scgualn®ad Wity preciualy wink e @13,
: '
s SaTn e ide: Pl as P R e o
they than to zasure me thaslt there waxe Qo 4Alfo Qwoons

:
3 '

| . . & - - - s "

v to also indicate to me thial Thause <acsio et !

;r
v , :

o > e - - - -
4 menticred ezrlisr, the perlods ¢f “ira wels ateiancon o

J l’ - - - . . . . + 9
i And 80 on, He Indiccted chatt points thal Lo nzd Lmdioes
9 i . :
¢ £o ma that our study did acc Inoluia arzocs,
]
S Q You statad befors that vou simulassd Loido.
L]
i . . e
i And that you made assunpticne ii aod=lizg loud,.
¥i5 ‘
# Do yecu recall that?
| & !
. £ Zes, T do.
= a Raferring to Appliecan®y Tihilis L3, o,
!
i footnote, stata that ths swg of e pocitiva wne Loyunis
18 . . - e
i @are gecumnlations of neayounds=d conlain antmiin ol WLl
i . L
,  not always equal th2 suwm of tha =owadsd pwin
s
© | eontant.
TR
e Do you rezn to aucgaes Dy “anl dhat tho duge
oy i‘
S »
Y which was the input to the coaputer pr —unm Jid s S

A any rounding?

L . ——

e o St S ——— s B gt O -

2

19
in
et ot et ch s Midord

of the data input.
It has rafarencs to the corpuitatlouu. FIovans;

internal to the coxputer, oid Then tha Tasulitiag pyrianin

P
p

A This frothote has no rafersrer Lo &l oxtr meat



. 1 out of the results of that semputavion.
' i
I . -
F 2; Q Then lel me ask yoa was Tl
|
| h ,
N ~ the input roundad befors 1%t was pas i:
; 4;! A Well, in settiag up cur sl
. i
‘ o = !l to make it scmewhat easy on caraiivas
E 6! numbers. So that th:z sanavetcing arpocd
| !
i 7| %o the even megawatt value.
i | ) |
; g The load was reflec:tacd o ©a2
! i )
9 ’ values., Porced outage ratas are fuauad

digi [

-

2 Would your eénswe:r ba, Y3,

——

nunbers?

i e i
-
—

i
' ;1;! - My aaswer would e, no, w2
| -~ '
i }i \
| ., | no necessity tc round nurlers.
1% .:

P ——
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of Applicant's Bxhibis 126, vna go £

foreh.

you roundad &5

A

now talking

~
It

talken place

again, thera was ne nececgiiv

Q

have to round off numbzrs thal previd
computer progzram, I

kow one programz the fraction

first of al:
by Mr.Fires

d‘t‘ S0 ==

They ara sll cis

Did you not round magawant
<ive magaw2ii
We did
8 QLG DT
4 =2 3 = e -
I» the first =-- in ths =a

-0- ‘e ~

N maet e

2% - o b
<@ A@TX9oC Cna

B

28 soxann s vé
-

“

I can't answer that, wigh »2»
about displaving ¢he racall

theye,

3 ror::
No necessity to rowd.
Ia view of vour testimony £h

would

1 /7%

1/5 en & eounnt
MR. ZAIL3IR: Objeetica.

CEAIRMAN RICLER: TWhat iz ~ha ghisass
MR, ZALER: I don’'t vnderstand Thwe
i, to the guastion that ic asies o
tone that it was unnesszsary o 2sund
for this particular studr it vas
Input dsta is pot roundsd., It is -

Mr. Firestone said they chosze even wu»

o Wt ey
—end wann
" .

at
-t >
- h“t‘

may be that rounding te wha nenress oz

e i

bl e i
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25

instances, outagz factors
to thae study.
How you input 1/2 o tha gorgncar is

to the testimony Mr. Firestone hasciven.

MR. GOLDBERG: It is relevant. o taescilils

in no instance was it neeessary ¢c round ¢FF = nuv

in the vast number of calculaziors hia has mzde i3
theinput is concerned.

I suggest that it i3 impossibkle 0 zro«
computer to do these¢ types of calculé;icas without
rounding off figqures because using the phrass thao:
Firestone is using, internal computaticunal process

necessity round off the numbers oa that 173 as 2 &

equivalent of ,.3333 with an infiaice nurker of =,
one

it vy Smmdls AL S4B =
«O TNe Canth SLgit 83 Y/

There is only/wawv &> put it on 2 counuiow.

CHAIRMAN RIGLER: Mr. Zahler's voinc iz

chose even numbers to put in the computar.

MR. GOLDBERG: Then thzy had to round »52:

the even numbers.

MR. ZAHLER: That was ascumed in thaz givdr

CHAIRMAN RIGLER: He's concedsd thev rouvadod

numbers to the even numbers.

.-

(3% &



I e e i

r_,,.______r.._,_.—___r.A__—_- B R R RN R R R R R R R R R R R RO RO

823

e 4 |

T W Y S———

] s

(R

(3]

<

o - " S e O 1 kB S B B AT < Wy B

e

)

—

T
e —

- ———— o B s

=t —_—

. P e a7 &
—— B . T |

B T ——,

B p——

-

P e e

:'m. -JA L 34
notica that comathing

& hypethetical study.

thay chose zxe the nur:ars

sounding.
I is mzaning
nurbars, if you picked

and oo rounding was no

BY MR. CGOLDEZIRG:

Q In reality,

-

glmong tha four CATCO 22
Yoz that, do vou? ¥You Lia
datermined from practics znd stucdy; ic

A It is nacessary

to cartaia foracasts,

Cartzin vor
CIAAIRMAN RICLI
Hie cussticen

on=line waits, how do you nul

THE WITHEES

them, basaed cn historica
But it. iz zlso necassary <o
to units for which we have oo

So it is ascagssary ¢

connection with these ua

(%%

CS233rY.

[

&

e d
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assumed basis,
CHAIRMAN RIGLER: Mall, in voulr exiscin
are you doing rownding wich raspzoit 29 thais ouwe.ab
capacity?
THE WITHESS: in

- "
¢ il $ 5
ANCS again,; i

us to identify the rating e7 a particular gansy

and we determine the dagrue of precicica “hat s a-s

to use in specifying the rating of o sumerazi-- =nic.

Again, in our judement,
even megawatt. Now that 13 not a recuirzment of #.o
computational proca2ss thacz the ccopuvtor will fellov.

It is not a requireren:, ir oricr

to the computar.

it is a judgment mattor thas v . cuwavcsis. -

make life more simple in describing cu- equipsnent
BY MR. GOLDBERG:

Q hre you aware of the technicuvs ¢f judoiveg

the correctness of a particulat iierasive creoess Aand

resulting computer output by dafesrminicn whas
the quantitative results conform =0 wihas are zoul

qualitatively?

A I'm not aware =f any rigorous nrocadin: rfe-

that,ne.

Q 1 did not inquire avout whether or

£
20T 1LE

rigorous procedure. But I'm meraly asxing vou shaickas

-. cone e
€o 1n:ut

- -
i~
wd
'
“ 4
ol =2
- A

Wwe agraallr razie St an

WIS &

oY act
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you ats wvare that ong way of chackiag . prEna g

b 2 = 2 s lan =5 S X ¥ P Xe, péier d " .
Cni)‘.’éﬁ S Al LOGESVLTS :'.‘.‘-‘w- N3 S 1t e s Bl i
progzam L8 %o n3g whankaw o act AP

e outpul confarm to vhat yoa wwuld mpasan o410
& TO D8, YOO avd stailinyg Wins 2
Instinstion of his jndemont or Ris Locwlalss,

against what cones oSut of scrmrvrsti-ool TLoging 9 L.

I'm certainly awore of that znc wrewadss =hes oo

the nommel course of un aoti-ialas,
) wonld vov agrsa zeov. Gl se
with respect €o tha progresuicn of wrilans S
colurn ®davs tals pezicd.”
On Appileants dhisie 136,
A I think T hawe stated, esnacadls . in
v
ig ®1sKY &2 zyy te oviovecs s oupvls o0 -
Salculations.
MR, GOLDBERG: = den'™: hava rav Jexs
M. CHAEDs Tha Dapastnant hoy s _
' CHAYRMAN ROGLIR: vy g
MRe CHARNDs Ten ldnar of oussoi ool .
Uieraapen ait L33l Meties the paad
recansed, Lo be recnovan 2€ BylS .p.e i .
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AFTERNICON SESSION

Thereupon

LY PIRESYOIZ

resumed the stand and, having =cun orav

was examinad and testified furtiar as

RECROES=

BY MR. CHAR:O:

Q Mr.

to Applicant's BExhibitc 126, tha

printout.

-

fously
Tt g
o RIRIS 1 4

~EXNMINATION (Continn

Pirestone, let me dirsot vour

Now am I correct in mv underctiandisn

MY margin which has the numba

the minus value of 20, represeni 2hz posiciv:
&

magawatts which results from subtraczing lcad

rs dzscanding

A Essentially that's richt, ves.

Q Would I also be corrcct in

- -~ S *
uuul .‘.4:(_-

load and capacity are fed ince thiz progrzan

by-megawatt basis?

A Yes, I think you are correct.

Q Again with respect to Appiicant’s

both relizbility and zeservis?

W -
b -

. -
o1

0

.
»

A Well, if cne has a given amnouat of in;

capacity and that part of iha analys

4
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4 - - - . -~ -~ s fwen o gL Jp. " ame
you have a cartain complameni of eapacisy, thon Wiz annesl
= 2 L) d =& - - - % -t 2 el § 1 & e S . e
load factor incrazsen and raliability J=orsacas,
te 3 & * - wBae - J - - - - ] .2 - - N -
e positive mawvgin would dscraase and &h:z azusti-m

narging would insreaze.

jaN
:
~

0 Mow as I underzian
to this page, for ithe month of Cogsnbar, vou ogsisa thns
tha peak load was the econsztaat Leed on wlo ;jf:;ff‘i? o (F
corract?

A K8 assumac that for 2o month of Dozaubaer The

peal load would ke 3C porcont of the anpwvsl peak nad “azt

each of these 21 days we simulotad 2he locd wweald ke 100
parcent of the pack experienced in this moash ©F Tuacanser.
Q 85 that resulted in term of your inmut I
daily load for ecch day of Dacsambor of 00 mogaiuihs;
that righi?
p: Yez, that's right.
Q And is a lzad Zactor »Ff £hat ragniavde a wacllovis

assumption for & month like Docemibae®
A lell, it could ba cn & given sya3isn., oad:
the characteriztics of systems wory., I wound oy oo swmlor
speaking that ie an unrsalistically Lich oozunziion v AL
that intentionally, but it doss not Jestror oha wolilisy
the analysis, but it is an uvarealistisally Ligi: L.ad fsotos.
Q Would the constancy of that load Zocsor 2izo o

unrsalistic?
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S403
A The constancy, the zimulation. sach Rzavy loiad
day in Dacembexr had the same vaill as avary suaay
that 1z unrealisti
0 I2 you cook your vezy ra2iiable syutsw s
zoke that up into 10 separate asyetems and dlenxiloced
the generating units among those ayctons in =n aypzosyisnts
equal manner so that a number of systrmz would jawa 120
m2gawatt combinaticns of generatien, soma ware 110 anc
soma 110, for that ceneration you positad IZow &hc lony:e
reliable system and spread i: over 10 svomenms, woul
those systeme ke more or lass relisila than tlis cvirsirzl
system?
A If you computad the leval of =olickilli:y Zou
aach of those systems on an isolatad hasls ag thougi it t
an isolated entity, the cowmputed level of xolizkil iy -
be less for that systzam than the couputed lavel cf
aggregate of the 10 systems,
Q Would it be fair tec say then that e
raeliability of the large system is at least “n .o
to the fact that all of its load is Deing servaed v ¢
corporate entity?
A I think the statement you have wnade . truisn,
but I don't know that you can draw tha: conciusion Iran
the hypothetical that you have stazed, neor frcn the work

that is repmmented by my exhibits.



ard4 24
!i Q One last question, zir.
2! Deces your study =als iats - =co ivipesil
3 jj in peak lcads, elzher zeaszonal cor daily; o= howl
4'3 A It does net. I: just combinzs ki wafig.
5" MR, CHARNO: I have no fustiar quasels
6 MR, HJELMFELT: Mo guestion:.
7! MR. ZABLER: Can I ask cne emacticn?
3 PURTHER REOIRECT EXIMINADION
g | 3Y MR. ZAHLER:
10 i 0 Why i3 it the azsumntions that .=2r. mada in
.,:Lcu: study as to peak load and lozd duracion, vhy do thay

'Zi¥AV. no effect on the conclusions cf your studv?
j CHAIRMAN RIGLIR: On the validity, you rean?
" BY MR. ZAHLER:

:. Q On the validity of the econslus
i A

LOR OF vaur stacy

16 In that the corresponding essumpiion. trase mady
17 ;for each of the svystems Postulated in the gtudy ¢o i

- ﬁlo-to-l scale factor applies with respect to i lool modal
‘9 ﬁ Yhen we cone to comparing the on2 svsitan agaln
20!?nother, the comparison is the important pasomeicar -nd B s
2"‘ffect of the assumed high load factor tashes T ia tha

23 arison.

23 MR. ZAHLER: I have no further questi

- g & Futi 6
LI CLunS,.

- CHAIRMAN RIGLER: Mr. Firestone, thaak vou vary

siuch.
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Aﬂ!o Dbt Vel LIS WiE HIPEI . Whe™

2alling of our first wistness, ws would 1ils fo vrdaynie
&t the outset that the pxessptation of our ooos ah ki
poiat in time will not in any vay prziudiss, nor Jo la 4o
operats, or bs understocd Lo LrArale o & wadvar ~7
our rights under owur acy panding motion to Jiznd:

As our first witnesc v vould 1iln 2z o211
¥yr. John Whitea *~o ths ztoni.

Wheraupen,

JOE !.“: 'J:.': : 24 ;‘-

was called as & witnese on bahels of Rpplizanc Jalse Zdieen

- . WA SN

and, having been 2irst duly zworn, was axsmis
testified az follous:
DIRSCT SXANITATION
BY MR, STEVEI DEREER:

0 Wotld you stebe yoaur nemz, resiconce
pocsitions which you ocwupy wit™ Chio 24 :¢0: -u
Pennsvivania Power Company?

MR. LBSSY: SxXcuse me, Mr. 3zrger.

I have a statement I wonld 1it: wo 1

th
-)
fae
%3
-5
Yot
5
Ve
2

We are ctazting i
at this time and Staff has to complaia zhou’s =he sssiss is

received zs to the scope of the tastimony. u wazzivad o

foe

httar after the las%t hearing on, I belizwvrz
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24

25

Thursday or Friday, whatever day we adioucazd. zeviag
that Mr. White's testinmony was going to covar 2l o wsass
alleged to be inceonsistens with tha antizeig: Lot .
S0 was Mr, Pirestone'’s.

Subsequent o that, on Monday or Tu.sséay, ws

orally raceived a notice “hat =hat sz3sincp

L)
‘
1

include Penn Power.

24 hours 290 we receivaed a licecing 57 (o

L
L")
‘
.
o
r
.

which were about a half dozen or s2van or 2ic!

i
b
"
.
3
I
&
~

and two hours ago we rocaived copice of additizsn:zl
decuments which were not provided under
rule,

I don't want tc interrupt the eunamincotis- of
this witness, but I think the statcnent 'a
to be inconsistent” for both witneseas means i zoo=ma ofF
our preparation has to be extremely broad, =nt * Loac: 4oal
is the scope of praparation for this witnazs.

It would be easier to s:ate as w2 ba

W
’

other parties have, and Duquesne has, wiith mezzrasi
specificity, interconnection with Orrville, “r'nzs o: 212
nature.

Since we are starting with a case o a sunamase
Applicant, reminding mysélf of Mr. Berger's coumanks of

his request for notice, thining of tha

z-.l

- Y 2
av e QI

Orrville situvation, where the Department gazva 1l 2 lziter
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S aaa meticns to serike.

I think it ig starsisng on tha wreay fock

for the futures witnessas, 15 there is opporiuan

3-0-
.
»,
-
-

mora srecific, that ought ho e dona,

e —— = M e V2

I furthar think that the Zd4«hour =uliz, a o a8
3 been interpreted by ithe Board cught o bde compiled sinh
22 e
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i3
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MR. STEVEN

BERGER: Pirsze. I syvld i3
I don't balieve that Staff and btiis Anoiicnn«s

an equal footing in terms of notice,s nouica a7
that were -~ that have been allaged 20cinss o
proceeding has been the mattar which ils 5 suh<es
of discussion many tines.

A3 to the quastion of cuy giving
what areac of the charges thev nroacnved e
intend tc counter with,I think

it reprasents =

different kind of situvation.

.
&y
24290
= . o w
’! >
- g P
1
%
ICSLE 3 A

With regard to the allsqatiens contained in

the September 5 filings and cthorwise, the =

recocrd that have been made here which bring into

the conduct of Ohio Edison anc Pannasv.vania Towar,

particularly Mr. Lyren's discussions of iha woco

negotiations, some of which are not scataines in

specific allegations, Chio Zdison, c¢f =~oursae,

motions with regard to many of the allegatiane

a9

-

Even thogh they have nade moricnz wish

a1 &
Ve e

it, and even though I have made my epering sta~.r -n: o

1]

{
0
Ll

" h -

an
W

"
[
c

regard tc not being prejudiced as to putting on zvidencs:

with regard to allegations that the motions go te,tnere

y; weba e -

may be many allegations that we will put rno ovics s ia wish

ragard to, bDecause we cce no basis whatzeever .o

that the Board could make any finding wha<sonvers

“wird e sew mamansd
L R
2 .,
- %o e T bl 4
it regard
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10
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to certala of theag 2llecacicns.

&)

deyond atating "2 intand
shat we bsileva 1a the eas: we hars za 20
T don’t bsliave an chligotlsn o g9 Chzevsly ™ag Lilt =l
charges &nd othexwises indlzatz o wie o2Ray 4ila Jbus
we intend to present iz lndlcatel.

s far as the documznts I intasnd 2o 2w
wsing with e, White, all Jdoecwmen<s I vill Do 23lars
with Mr, White are clzesady in cvidonci.

I tegonizes dhat $he Bozxd las indloaiad

the patties. as a madtar of courteuv, should lallaslt

3

e

beforehand tha docurznts they intznd c

that with regard to all documants,with the elzgz

e e . -

.

the correspondence rzlatiag to Fitoalln,

Wa will be going throvch that wilh ", Lol
we thought it best in the aame of convinuizy ~nd .. Il
of the axanination %0 usze he Pitceinn drounean™g,
that deciszion was uat mada - wndil
as it was made, we gave them notificriion of i:,

MRs; CHARNO: I thinlz 1f I nay add; My, <halzs
at this point it ig already clear that €2 sewus of
Mr, White's examinaticn 13 not going o condnzmw uisn iz
notification we recaived, and it will be move noozew

meloa e At
T

L P T .
A s - . ~J"~ -. . S b - -

than that notificaztion, and I

point.
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CHAIRMAN RIGLIER

.
4
{
»

callad on to decide anything at this poiat, I thisl thar:
iz marit to some of Mr, Lessy’s suggreticas,

Nonetheless, I thiank whewe vou zan oe woxa
specific, you should be unore sjeciiic,

MR. STEVEN BERGER: Do I undezztand i
is some cbjaction to our preceeding at Whis point?

MR. LESSY: No, the only requast I ra'ie i=
that to the extent that othar veview hasz hoc Ly L2 2ll of
the evidencs relatinc to Ohic Ediseon, we ray wont ailiitisaal
time between the end of direct and c¢rosgs, beczuz:
have had to be so broad in our preparation.

CHAIRMAN RIGLZR: We will address Z.uat
question, if it comes up.

Procaed.

MR, STEVEN BERGER: Mr. Rigler, juvst balere

I commence my examination of !Mr. thite, let reo ricke 4t clans

that the statement we mede with racgard - 21l z.l:2g
being covered by Mr. White and Mr. PFirsstena’sz oz sivonv
is to this date still true.

i2ve we have

'._l

It is all allegaticns that we be
a regsponsibility to put in context or othervize, I we
are talking about, for example, the 1859 Paun 2eiuz charsza
and there has been no evidenca put in the mecord, 25 to i,

I don't think Mr, lassy needs notic of thz fact that
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MR, RBYNOIDSs I would iRe 2o 0
z20rd for a minute.
(Biscucsion cfi *he mmexnd,;
BY MR, STEVEN BLIRGEaER:
a Would you state your nil@, vour roordrau: =
the positiens which you hcld wilth Cllie E4i N ok AR L ¥
2owar Company?

kS My naxe i3 Joha R, Thite. I sesis

Portaga Path in the Clty of Jiroen, Chio,

N

5 . ~4 "J - - o~ .
I'm prasident of Chioc Tdisen Compuwyy ¢

Chairman of the 3card of Papasylvania Poirar Cozoin
Q My, Whits, would vou outiizmge Iar =3
after high school.
A I graduatad £zom Maskingu Coslaga

Concozd, Chio, and fxcwm e University of [Tu
SCheool.

Follcowing aradueasiorn Zzoa 12w ugcassls
for a2 time in the Roval Canadian Adr Foroes ¢ in

United States Navy duxing the Uox.

Navy, I spent zroughly & vaar, smpleyed hezi Lo Tfronlagosn

by the Labor Dapartment apd prepasiag nwsali o 2fts She Galo
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bwd Bar examination which I did, I eagacad L4 th2 provate

practice of law in Akren

e

i at which time I became enployed by e Cigy of Ahirmca

w2

i
i as an assistant law director.
)
]

I left that employment in 1853 ard altcrs o chozt

-
S time, again in private practiec2, I jeinsd Ohio Zdizen
A

Company as an attorney.

A few vears later my titla wes chaonged 20 tho:
- <

: of senior attorney. Still sopewhat lator T was neis genaral
2

- counsel and in the latter vart of 1372 I wes alochal

)

executive vice=pre icdent and I beecsme proc Jont on

|
!
1‘ Febr.ary i of 1975.
‘ MR, LESSY: Would you rezd Ledn whnon be
|

i became executive vice-presidant,

-

o (Whereupen, the reporier rent [Icn

i rye rocord, 2s requestad,)

ot I §a it €

i e e et ¢ ¢ S— .
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22

23
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3Y MR. STEVEN BERCET:
Q Mr. White, would rou state Zor ns the sorporal
rel oasiip tea:ween Ohio Edisen and Parasrlvania e
Cecmpanv?
A Pennsylvania Power Ccompany ig 2 whellv-s mad

subsidiary of Ohic Bdiscn Cempany. Ohio %ilsen oime all

of the outstanding common stock of Paansylivania Souss

Company.

0 Would you state alco for us tha nature 27 zhe

operation of Chio Ediscn anfd Paonnsvlvania Towsy

Y S ad Pk i
that is the extent to which thsy orerate togsgha2?
A The two systems, that i3 the electrizal cvai

owned by the two companies are crerated for all nrosziss

purposes as a single system,

Dispztching is déona zt ocne deink., Thaps =5
numercus interconnections.

As 1 say, for all przetiesl purposss. ©h
electrical operaticn of the two is as iF thev vevs ¢

single systen.

Q Is Chio Edison and its zubeidiary Fennuylron’
Power Company represented as & single svstonm DY *as
Securities and Exchange Corciszion?

A Well, Ohio Ediscn Company, hacause i3 owms
the common stock of Peansylvania Power Cowpany, and chus

has a subsidiary, ie a registered holiing company w.d:zx
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as tc the relationship beiween =l ecizsn

of feet, I think it is Fair <o sav La-s

would ke only ona company, werz it ank for hu fac

in beth Chio and Pennsylvaniz, the statuics ven

that utility servics be providad bv» doma
0 Mr. White, did you f£inizh vou
A I think so.
Q Mr. Waite, prior to thz A=
signing the memorandum of understanding,
what your responsibiliiies were and what

had in the discussions leading up to the

memorandum of understanding?

A My involvement was sowavhas »
at the very early stages of those discus

rather heavily involved towards =- in &h

the discussions. Particularly when th2 dr-feia-

became the memorandum of unders+anding was vndazra-

My involvement, as I say, i

Edicon Company, not so much ir +th2 discueszions -vi

other prospactive participan:zc in zha groun.

2 Who was your predecessor as p

Edison Companv?

o
W

fa

b | - - ] -
e .6\ 4 b ]
5 . S
A .- . e b -
chate pr 317
Ce Caavw
.
% ey
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Wy e g e
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would e o
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t2 CAPCO ware suc

such masters?
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to answer thet, Mr.

0]

CAPCO which h
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who

woe
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ie now know

what

4

of the substantia

]
g N

ntral a

=D
-

n the FPQ's ¢

vias Ohio

-

The compa:

(5
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L ]

ol
> % | a.‘w i n
N o N o) o

Clevaland Electric,
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—-_i

W

that evan

some feelingt

fren. e

- s

there was s:tilli an 2

D

.
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thaey could form as a crc
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And so tlhnse comrnanies stavad in 0222 &

was and pretiy much ccatinusd that Sunziicon i s in
ths course of those activizias that disecuvssicas of tha

possibility of tenancisz in ccimon ia gsneraviag
capacicy and so forth first Lezan.

Q My original cuestior was whv did Ohis Rdlsen
join CAPCO.

A Originally it was Zfor purposas o

a
3
i

Q

5
t

reliability. But later as the discuscions 3hlliad e
installation of cenerating capacity, therz was a haliaf
on our part and considered by nany pacpi2 in th:2 indusisy
that there were aconcmies that might ba gained Ly
activities of the kind in which CAPCO now eagacas.

Q Are you speaking now of the acznomies of soala?

A Yes, siy.

0 Had Ohio Bdison, prior to signiang <f 2l
memorandum of understanding, entered into any cooriinz-i
arrangement with another utility for the sursoses
of maximizing the economies c¢f gscale?

MR, LESSY: What time frame?

MR, STEVEN BERGER: I said pricr «c o2 cicnins

of the memorandum of understanding.

MR. LESSY: I would ask the ques:ion b2 linitaed

from 1965 to 1968 before the signing of the wemorzadin

CRAIRMAYM RIGLER: No, but I #hink it shorld be
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2 Zou aze talling ahoult ths 155037
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4 l MR. STEVEY 3ERGER ¥eg, '3 "

]

- .. - rns . - - - ) P - -

» | THE WITHESS: The cna zriant ARt Y TEne sonp
o 1

-;‘ and I beslieve it wasg dated in 'S4, 17 I reczll, 123 an
75 agresnant batvwaen Ohieo Edison and Clovalsrd Jlooinis

Illuninating. That agresment provided £or 4hs installatio

c
ek el e

on the Chio Zdison systam of a 300 mogawast wrds videch is

known as Sammis Wo. 6, and of 2 zimilar iz o0 the Slav

Shlthdediins sdeee - - sa e - sy

-

+ system which iz kmovn 235 Avea lic. 3.

PR p—

Each of thoee units 'ms subskanilially lzoe

-t
n

ji twice or morec the size, that either cf zhe “we conpanias

.3 12 ~ cmpand
i . -
14 |l felt it could prudently instzll ca itz ow sresenm withous
5 }[
H
- || some kind of arrangement with ancther party.
5 &
i
. The agrecment provides thaz while 2his iz

entitlad to all of the output of Sammin § 25 novrral ouoss

-t
e e A —— &  ——— e %

tion,an outage ¢f that unit will ba svaates a2 -

300 megawatts on the Ohio Bdilson syeo:en, and 23 25 cusoe

@

of 300 megawatts on the Cleveland zvstan

™
<

21 The same thing is trus with reinue: oo

the unit cn the Clevaland systen.

'

]
L
A W o e R it
L
i
.

Thosa are the basics of that zrranveac-n

Thera have been a few refineme- oo cinga =ha= T

i can go into if you wish.

——
o vt

P
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i BY MR. STZVEl! BERGER:

2 ii Q Mr. Whita, was there prior ta the sigming o2

37 the memorandum of understanding nrassuzrs froom 1y —ast

40 agoncies which contribuzad to the decision o0 Ohic Zdison

sb to join CAPCO?

5 A Yes. The Federal Fower Commissicn in partisal:

7 had expressed a great deal of intorest in ingcvzazing

8 the reliability of electric systems generally.

9 Also it had publishac the firse Nationzl Powsz
{

10 || Survey which set some goals for aconcnmies, meduscicas in

11 || the average prices of electric energy to consumars valch
|

12 have turned out to be highly cptimistic,

3 Nevertheless, at the time apparsnily it sannad

(2 || realistic to the Power Commission. It wag prezty wail

apparent to us at Ohio Edison that we could reznh

v

" those goals only by achieving greater econcmi=2:z in ou-

'3 | had <o ccme from larger generating units.

19 0 Did the 1665 Northeast blackout and 4hs

20 resultant reaction of regulatory agencies to tact z2izs
21 contribute to the decision?

22 A Yes, indeed. Tha Northeast blzackon:, as I'u

23 sure everybcdY remembers, generated an enormous armsunl

24 of interest in the question of reliability of aLlzeirin
stems, .
25 L

e

operation and the source of those sconomies almost ¢a2puvalni
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Either in tha National Pover Suvwsyr ar 5
revort which follcwed tha Nozthezgt blashou:. naz Fadas:

Power Commission pointed to zhe 2ast Cant:ml roglicon
East Cantral area of which Chio Zdison iz a »par:

what was considered to ke the cirongaat: sracen of f.sox
connections to be found in the comatoy, or indaad ia ol

world.

We thought that was true at tha cima and g

still think it is trua. We hava addad z nuaber of inis
connactions since that tine.

Q Are the activities of Chio ZAizan
and Pennsylvania Power subject o zagulaczion hoth 2t oh
and EederAI level?

A ¥es, indecd.

Q Can you outline for us the nasura cof ihat

regulation and the extsat of iv?

a We have in Chio a duzl system of zogniztior

In the municipalities ia which we zerve oi wot-i.l, =
municipal councils have aubthnority 2o £l tha oitus ©o
that service, to reguira exiensicns 43 cuaiozr:,

some authority over service genasvelly.

There is provision for revier by vhs Prolis
Utilities Commission of Ohiv of rases fined
which are found unaceceptable by a

All rates for rasta

N J L - o et
i1l service, not Lixed b



—~

ars 33023

L
L1
.

. - . ' Y ma Yae e et R ; - e
3 That Commisgion 2lso kas wvery broad i % v poi 2
.
4 || over our survica. That is tc say the condicions of sarvice.
& {
s s ey T o w P T LT T T e
N the terms of sazvies other than rates, ovar ansnicanis

U

o of service which may not bha mads without anpr.osias
7 | orders cf that commission, over our icouan~e of coeusii: 3

a over many agraements between utilitias, ovzr gho

adequacy of sarvice. !

L)

- ] Ny v 93 S %P5 e el e R r
That is to say &the limics withia whiesh !

19

‘1 voltage muet ha kpet. Matcers of that nature. QOvaz

12 safety, the cecnditions upon which exrensiens ¢f line:

must be mada Lo serve customers zani -~o oa.

e
13 { .

f
T ; CHAIPNAN RIGLER: When vou spealz of sazvica
'y

now, ares you speaking of reta’ . cervicga?

THE WITNESS: Yes, I am, Mr. Ricler,

As a matter of fact, I believe tha: ouvs Cllins

~

Commission has nc jurisdiction over our wholes- s =-vl=x

i The Federal Power Commission, howevar, has wery sizmllazs

juriséiction cver wholesale service, inclidin~ ri:2:.
including authority to order us to serve 2 mmaisirzl gyssom,

for instanca, at wholesaie if that i3 found &9 53 1o =he

-
r
-
S e S s

p2ublic instance and =o on. {

Our security issues, the relationsihiips Lo men -
24 :

Ohio Edison and Penn Power, sarvices one of “he wo commpaniss

25
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BY MR, STEVEN BERGER:
Q M, White, is tha Peans
subject to ragulaticn by ths Penusylvanla O
A Yas, The Peansylvania Pudlie Uil

has jurisdiction very similar to tliat ol the

Public Utilities Commission of Chio, Thers i uct ’
understand, any municipal requlatisn of wates in
Pennsylvania.

The Pennsylvanie Commiznsicon clso authozrity
to issue cartificates setting Zorth Lhe arecas n ig u
are permittad to offer ssrvice.

Q Is it not trus that the Pecansvylvaniz Jommised
also has reapcnsibility as to certificaticna of
new generaéion and transmissicn facilities?

A Yes, incdeed. The Pennsyvlvania Commiasion 005
that authority, has that jurisdicticn and, az 2 asgtz
fact, whan Chio Ediscn prcposed to loan @ portiza of
generating unit in Pennsylvania, it wus necezcary tha
we secure such & certificats from the v
Pennsylvania Commission.

Qe Mr, White, éid the Borough of Placalrn o773
request of Chio Ediscn to discuss the metlar ol nounershl
in the CAPCO pocol?

A Yes, sir. We receive a lettar, two ov hirae
letters, I believe, from a Mr. McCabe, whe then wa

solicitor ¢f the Borough of Pitcairn.

o m
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with you after its recasipt?

A Yes,; sir.

-

23 an you tell me the

(85



Lhe
w
. |

1 cenversation yeu had wizh My, lans
w3 e m

n
|
o
(
»
.

5 | might be and what facilitias i

or transmission or distributicn cf slascivic arqigy,
5 We got cut a directory. I bkaliove itv ic
g || published by McGraw=Hill or some pudlishor ol thnc
B kind.

8 | Ir contained some informotion zboul 2izezim,

If I recall, it showed that Pitczira hzd chount Zaras

megawatts of ganerating capacity. Thauve ware song

other states that I don't recall,az to, as I s z20s3,

—
—
T —— e

kilowatt hour sales and things of that soct,

The one that sticks in my mind is tha Zigurs

= —— e —

.. . ©of the three megawatts of gencrating capaciity,

We scratched our nhead and wondersd wish a=ca

other in what way an entity as snall as that zlght usoe

- -

B S————

fully participate in CAPCO.

~d

And what, if anything, mewberchip ol zuch -u

19 entity might offer in the way of advantaces cithoer o

20 Ohio Edison or to Penn Power or, indaed,roc (oylcar

21 who was in CAPCO.

C
{
vd
)
*y
(
it

22 I recall that one of uvs said on
more or less echoed, I don't know which said i% Jirest, =i
as we understood it, our engineaers were ct the iz in

doing CAPCO planning, rounding their calculaticas te the

o

-

| A We started woncaring «hat the Zorough of PLugair

o

)
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2 i ’ A
! not be pessibla, thazefore, to fiad Fiteairs, 22 Mucaisn

were,iandsad, included in chose e=lgulatliconz.

Q Did you fiaish vour masprnzs?

i
o ey

A Yes,
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21

22

23

24

25

a response aiong the lines of vour éis

macde to the Borougn of Piccairn

A We did, and I bhelicve sonmz

deal afterwards Mr. Mansfiald w-ot2 &
Pitcairn.

Q Let me show vou a document:

.

is a January 2, 1%68 letiker fronm ilr.
McCabe, which has bgen dasignated in
NRC Exhibit %, and ask if that is the
you just made raferences “o?

- 0.

,-‘o

A Yes,

Q After sending that respeonsse, di

Borough of 2Pitcairn again contact Ohi

A Yes, some time later thers was

from Mr., McCab2 in which he s2id in e

there ought to be some discussions, an~:

the conclusion of Mr. Mansfield's lecter was

-
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G Let me show you a docurment nouv

January 11, 1568 decument from Mz. Mclab2

Mansfield and ask if that is a lst4er <ha

te?

A Yes, sir, this is the leticr.

Q Did you discuas with Mr., Mznsfizid res_omdf

to that letter?
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than trying to prepare a singlze answear ~nhigh 21l2. 20

say, speak for all of tha companies.

from Duquesne Lizght and I dare sav fwvom heeh o7 “haon
something about the Pitcairn svetem and its siss znd Loz
location and matters of that sort, zll of vhich ware, of
course, cocmplately foreign to the rast of us.

This, of coursa, woz in == those dizcuosi-os
have occurred at meetings of the 2rafting cormnlsien,
meetings which were not called for this purpcose, bLu
for drafting purposzes and what I'm recizingy co v usv
is simply the substance of sidz conversations, 35 &o oz
at those meatings.

MR. LESSY: zouse me, Mr. Bergor. T will
ask the reporter to read baci: the guesticn and il crsuer.

(Whereupon, the regor:tzr read from oihno

record, as requested.)

MR. LESSY: The guestion was did ho havs
the occsion to discussion. The answer went far Hayvoaa
that as I lisened to it.

It went to his opinions, cenclusions,
recommendations, and I thirnk the procedure 2 hwava l-or
follewing is to avoid the long narrative typs tostinon:
&nd do it .spacifically with questions and anzia 3.

Therefore, I would move to 3tr=ilz tha asnam

L34
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y If tha cther Ltestisony comzs in,
5 || pursuant to specifis gquascioans und anuwery,
]
g i CHAIRIMAN RIGLIR: I think i% novez
)
7 | all right this way., Denizd,
it
14 P —
5 !l BY MR. STEVEN BERE3EN:
n i Q Mr. Whita, did vou Iin Iagh ~= 4170

to the Januzzry 11 latiar of

o
fe
-
L2
L
0
o
"
[
Ci

g |
O
o
fu

s

I * . - T s e eywns lodummys daw
it A Yon, there wgs o laittor =ritton io

in response to the latizr of January 1i.

i2 i
|
2 B Q Let me show you a focument nny bl
L 3 1
!
.. || datad January 30, 1962 Fronm Wr. Mousfizld

- i which has been desiguated in this procosdiag

!
| Bxhiblt No. 53 and ask veu if that is ¢he lev
1

13
_ i made raference to.
)

|

A Yes, sir.

i
R

! Q Did Mr. McCabe in “act contaci vou

,, 1 30, 19682

A Yas, sir.

| 51

0

i Q Let me show vou & documant ncir whisab

R
A

dated Pebruary 6, 1962 from Mr, Mclabka o vou

ng
i

if this is the letter contacting yon by L.

D
e

i A Yes, cir.

n
[ &%

"
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23512
Q Did you raspond to ilr. lieCaba?
A I did.
Q 2id you do =0 b lattarz?
A Yes, sir,
Q Let e show you now a lettar cazad Mibruzzy 13,
1968 from yourself o Mr., !MeCabe. It is Doraricant o<
Justice Exhibit 230.
I ask if that is the letter voua suat i ssz-case
to Mr. McCabe's letter of February &7
A It 1is.
|
Q Did Mr. MeCabe ever conitact ‘ou again? :
A No, sir. ;
Q Mr. White, are you awaze tha: the Cisy of

Cleveland has asked for participation in spooific ¢ oo-

generating facilities and/or membership in Cisco ivsgl®y

s’
A I am.

Q When did you first bacome aware of €ha:

L'a

A At a meeting of the CAPCO chief oraoubtiva:

e L SR S S

in == I'm sorry, Mr. Berger, ths date slips ma. ir

Rudolph advised the other. chief euceutives -- T happened ©o
attend that meeting =- Mr. Rudol:™ advisod the ol
chief executives that the Cleveland Muniecipal svsianm had
made those two requests.

Q Was that a matter of jinformation eor was cmisina

else discussed at that tims?
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No, thera was little discusszion.

It was mainly a matier ol

tine.
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1 Q Wher next did vou hea

[
4

M% oy e - ’ - -t -~ 4o & o~ $ duty.m e Ty UL N
LIAZ®: Wasd anoder rCatince fNxn e L2000 ghiaszl

2 - 1 - H Yam ¥ 3 - e in g - 1 %
3 axscutivas., Thig onz in, I Balievra, Daconbe af 1973,
£ - a8 e e 2 o . g~ T s nun Sade on By Tl os '
4 The first meaeting I raferrsd to was scme wonths hzlfery wia

g but also I belizve ia '73 at¢ which thaers raa z2om3 digsous
¢ of those two racuests,

7 Q Can you t2ll us the paturxe and sthotalea

g8 of the discusesicn that tocok place af =izt =imz?

9 A Mr. Rudolph raferred to tha faot Lhws Shewe

10 || were then underway as batveen Cleveland Tlowieri:

" Illvminating and Cleveland Manieipal wwazzme an P=C
12 proceeding of sone kind.an elther litigacien or =lsa2 very

S

13 earnest discussion, I'm not sure uni.h, of the fact clat

14 the municipal system at the tims cwed CRI a sulstontial

v ————
——

15 amouit of monay. If I remember it was somzthine in tho

16 neighborhood of § 3 million and was refueging cc nary 4.

W

17 He sais that the two requasis Lv Clevnlanl

i Municipal had been discuszed as betwesn C&8I and Lig.=l:a’

~
o

e e

19 Municipal at mestings being held ia ccancctiosa vion & .zoon
other two matters,

21 He said further, that b2 had anctlier mz:iing

B

23 | meeting to present to Cleveland Municinal cems liad of

24 a response to the requests.

Or that he thought it was incumbsatc upou him w3

4

-

scheduled for a few days later and that ha would “ile av :iax

e U —

-
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be oaly too happy if thie otliax
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attand that necting and &oon CLT™R O

Clevaland Municipal.,

There was 2 audeantis

a large part of it consistad of

again ==~ similar to the Pitcai=m il
capacity that the ¥uel systanm had, w

-

"Thaye was “alk aboeunt
as a full participeat in C2PC0.
There was tallk abovt

MUNI's other requests, nawsely &

eptitlement in specific genarating w
was agreed that each of the compe
Pudolph befors the date e hin nsut me

its views on the mattasr and that iz ¢

ended.
Q Was Mz, Mansiieid in

A Yes, sir.

Q Bo you know whethor

with Mr., MpGraw's rmquest zad did coo

of Ohio Edison?

A Yeos, ke 4did.

fale &

S e

Q Whet was that responzed
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the word, but cer
batween the :.iiwipal'e reguest for Puwll sartiaisation

in CAPCO and its raguest for gpoecific auovmie oF zrpaclhe
in certain of the Cﬁ?:o generating unises ot wers dhen
planned.

The second point ¢f the Zacvoasze was thas
participation by MUNI in CAPCO did aot goan o offazr any
particular advantages 23 far ac Chic Edigeon Conpan’ wis
concernez.

Finally, there wes 2 suggestion thaw in ocur “odo-
ment, the desire of Clevalund Mumajeipal for parizicicaticn i
large scale unite cculd most feasibly La handlszi “arovac
some arrangement betwsen Cleveland Bicghric 223 € .ouiand
MUNI. Ve also suggested that if that resulis . 1a 300
impairment of Cleveland Electric's ability o necac
obligations under the then existing CAPCO arraaganznis, &
we, Ohin Edison, would be preparaed to discuss scie 28%us ansant
of these obligaticne in crdur to accompodoie the shance

in circumstances that would be brought chout i Clav

1
L)
( -
()

Electric in fact made soma arrungenent te vrsvids scne of
kts CAPCC capacity to Claveland MUNI.
BY MR. BERGER:

0 Mr. Whita,have any of the ccopsraczivzs or

municipal systame in Chic Zdison's or lYennsvivaai= Powsr's

. — i
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=< 4 CAPCO poel?
5 = v 2% s sqdvda oy 2o o8 B sodia s,
: 2 Ho, sir. 8 2% & muttar of Ssak, st =

2 4 3y 3 el Y +% - — £ o | .
i we had at ona point with hs whelesals minlisinal ous

‘ £

i Wwe sarve, discussing geome ciher saniurs, thay wrouoi

o

o i G Mr, Thite, in comnection with wour dutkisg

B 3 N - Az et g e o RS 1P -
» 1 dizsavowed any desirs to Lacoms particinants 1o oo,

.
» i resporsibilitiss in the counsel's offica of QOhic Zdizen,
b |
A
4

~ # Gid thoss dutles and wesvonsibililiss inglods =is nagoil

t

M1

I .
o o ANd raview of contracia Leteon Chlic Ddizon znd Liu
LA |

. 1 Sele gustomewa?
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bwli i BY MR, STEVEN BERGER

|
)
2%‘ 0. Mr, 'hita, do you have a contiach L sont 0% yvou
3 between Chio 2discn and Wadawoxth, dazted =hz 2.2t 0f {agznha;
i
4 | 19657
i "
S| N Yes, sir.
3 Q Which has baeen designatzd ia shis »Hroovzading

—o——

as Staff Exhibit Number 35?7

6 A I can't read %the dssignaiicn on this ooy
9 Mr, Bergar., But this does appear to L2 a copr of 2

10 f contract dated Decembey 21, *65.

11 | ¢ After exhibit number it says 443,

i2 does it not?
'
i

13 I A Yes, it says that. That I cen recd.
e
h

14 | Q Are you familiar with this document, Mr. Vhito?
t ‘

5 i. A Yes, sir,

g I Q Let me first diract vour attenticn te e
|
"

19 r first paragraph of the contract, fizst auvmbarad paraczagn
!

1g |I of the contract, second sentence which states that it shall
|

19 ! a ten-y=sar contract,

20 Is it a policy of Chio Edison to ssen controg=s
21 of this duration with its wholesale cucicomzze?

22 A I think it is more a matter oY habi#, Mv, Zurzer,

‘S

v timac,

23 than poicy, but certainly we have done i: nas

24 | Q What i3 the basis for asking for lons=:om

25 contracts with municipal or wholecale custemers?

o me——tn &
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A T think f2is a 3vill over, alsy, Trom 21 ORLO

gtatute vhich providas that coatIacts "Ll MALoLPllLiLEs
for servizae for atrzeat lichiing, Zor iss<zacsou, savich
to water punnping stations, pelice oonticns and WLAD 2ave

nay have pexicds 23 lomng 23 el Yeals.

Theras zré soma 30vnd husingss vairan

5
'
.
v
5
i
'
.
!
f

of relatively long duraticn, viien thoy ala cu
sale sgrvica.
The facilicies throuveh wihlch that saxvico

must be provided or fxom which are Yoog-livgdl Zaciililes,

and acguisition of thoze facilitizs s long=llied caougic

That ieg to say comnon steck or praifarrzl stoel vihilol

X suppose run on forevar, bond nermaily sadicl, Lo =08t QoIS

have a 30=year perziod.

3

zom a numicipalitiag® point of viaesr, “hzns
often an interest in an assured cupply foz o ornlad
paricod.

And so thers is an, I guass, L2 sons
desire cn both sides , or thera ars thingr o2 Lobn .02
cf the table which impol tha psartiss %owavd o falsls
long period for a centrect like this, and as I s-p, in o
cases, w2 have gotten into the habit of owggasting can=v=a
contracts and by and large cur municipal engtomery hav:

found that kind of pericd zatialactcrv.

Faad

& Is the plamning respenolil
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involved in the guestizsn of the =Z2rm ol tho

bw3

- con=ract with a wholesale customar?
20
| b
- i A Ch, certainly, 3ecause 1l we 2 ko eonica
i
. i a municipal wholesale custcmer a5 part of th: lozc. Zhen
&t
i .

-l Y e - T Ao side W v

i we must do our planning to be abls o supply haal nars :
of the load, as well as the rest o

it is that which prempted me te meanticn e iong Life of tha

~i

facilities which ars needed Joxr the2 purpisa, an

term of the securities by which they 2xe finzacad, 1

(S}

1 - y _a ’
I Q Do you reczall whether or noi Iuy npanieipzliiy

<

0" | approached the company at teh time thesa oSonirachs "o
being negotiated and askad that texm of e ooanrace

be less than ten years?

Lo A Yes. We were neagotiating at “he timy wid: =
14 |t

1
‘r': committee representing our wholesale municipal Jusiormar .
pe ]
- i As we approached the end of =hat nagotialion, o rapriientabic.
6 i

i
o ofthe City of Wiles, I believe it was == I’rn zlioct cux
Yo
. q it was Niles == suggested that [liles a3 ¢onoidewing

L gel f~genaration and would, theredore, perhaps alsh Lo
ﬂ terminate this contract sconer than ten veoro, |
i We replied to that, saying that 13, in Z20%,

Niles had gon to gself-generaticn, we would Da prepived

to terminate the contract and sugcasted :o e lilles |

w
'
(5

solicitor that he write up what he would concid

f appropriate provisicns for thac purpcse, and we woulid !
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be glad 2o insazr: 1% in tha coatmach.

Haviag fons £iae, o  Fupsonntasi-—

s schay alslas gald has 40 we ghols lat s

solfganeration,

We gald 12 a3y of oy e Zuv ol

you shenld desfre Shat kind ei & porawinion

particular coatracts, wiat i agzacslls,

I think gaxhaoss tazss o Joug of <

picked tha: uo,
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BY MR, STEVEN 3ERCER:

Other than the requasts Zor rell-ya

for the inclusion of a netica srovision, «a 29

generation or two=-year terminaticon dat2, as &

generaticon in the Hilas con%tract and the ounay

contraces,

- B

ara you zware of any roquast havio

made on Chio Edisom by uay of the nmualcipanliitciua

iavolving a recducticn of the tenwyear towem?

A

-

Thare is ocne cantract azw, lir, Laxc

and I can't recall with which eity ¢ ig,vhicl

that after five yesars the City nmay givz o toe

of termination,

that,

I know of no othex requassc for e <in
you are asking about, no.
Q Mr, White, let me direct your astonti:
looking at the Wadswurth contract to pavagrarh
5 on page 2, paragraph 6 on page 2 carxviang zvz

w
o

S0 I guess vou g

and also in the attached rats schecdule, rors

on page J of the rate schedule undsr “otizrx,”

to page 4.

I ask you if you are familiar wiih

particular provisions of the contraci?

A

Yes, sir,

& gevan=-vaar tarns oul

"

O

"



e RIS R WS,

L

bw2

o ()

ol

[T ————

0

e i o S———

Lt -

- ——— —— - —

e A A~ A A A e S 5. e 0 s A
—n .

- B . T @ ~—————

e A—— A —— o 11 2

e — —— ———— et
———

Q Were these provisicne dacluded fn ell 2
pal contracts 2s o LBC5%
~ Y38, sir.

CEATRMAN REGLERS Tab o3 intcoouns L 5
courtssy ccpies you handel vy €0 the Towrd hav
particulay provizions dalatsd,

MR, PERI: In %he opd vou will &ia& o Last
contract in your courtasy copy and hiatc gheull be

CEAIRMAN RIGISN: I heva 14 foo Vnlssondii,

MR, STEVAN LILGER: Tould you ik 3z
cuestion repa2ted?

CHAIRVAN RIGIER: U9, I have “he quarildn.

BY MR, ETTVEY RERGIEL

Q Mr. "hite, can veu toll ue the Lagis for
the inelusion of thisa provisicas in tis cinbtzact

A I gueas the bazis iz simply ohe Qoxrion 54
the parties.

0 An agrsencent of partles rolleu: iw
in the best inter=s%s of beta avaczynzd o inan %20
provigione in the cencract.

8 Cartainly, 72 shought 20, I have Lo awaus

that the other parties thcuvghe a0,
They were ncgotiating with e throug
comuittes and they wers ngpresented by ceouncal,

Q Did you at the time thiak that thasa

ek il v v
o V oo o wis ol
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were in the public intavest?

A I did.
Qe Cn what basis?
A I thought taat thev brought Lavn n o

thexr:s had baan some uncertainty Jfrom time to <ina

confusion, a degree of certainty, and eliminaticn of

confusion. That is to say thavs ware cocensicr 1l

instesces of mistakes by customersz 23 to the zource

service,

I thought it was in the bezt intaresus

all concarned and, particularly, 2% Ohio Zdizca Ceounan
as to this point, that there b2 egoir2 definiticn of ¢he arca

within which the company held itself cut to pravic:

public utility service.

I thought that thesa provisions,and raiy

most important reason, would elimirate ¢ at laict

substantially raduce the posaibility thac thars o

be duplication of facilities, that being = touchsion:

-~

80 to speak, of public utility lew and practice

These provisions, I thought, znd ih2 scrpanv

thought, all tended beneficlally in those directions.

Q let me direct your attention specifically co

paragraph 5 on page 2 of the contract ana azx Firss

the

pasis for the inclusion of that particular provisior.

A The Chio Comstitution provides thaz%: a2

¥
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muni cipalisy which oparates 23 ptdlle ullliyg

of or may sell outaido i%s covpursts Linmils ALy
product of that utilityup Lo on umoul® uof .

50 parcant of the amount zold o dlgaziboiad ¢

municipality.

’

$

Thers was & guastien la oux niads

that has bean discussecd fyom cimg e i Lo

.

many years, whathay & munieipzliiy which, i

rsens of produveing micht, indsed, lave o awrpls

slectric enorgy it aad egvallshlc fnx zals |l

purchased in the Jirst placs.

In other woxd:s tha queztion coulid bw

more consrete ternue by considering a municlg
a genezating plant cepable of ganazeling uomn

required for servicae witihin “n3 ataieinpelis

[ {1
a |
[
3
>
(53
e
o
T
-
s
v
o
]
'S
‘ L]

The balienc

the corporate limits,

The municipality widch hed no goun

facilities, but which purchaces all cf -
might arguably at leact be s3all ast to Lou
not ©o have & surplus, not O ba eapaltl:

surpluc.

That was the questieon that woo being

around then and has been xicked argund Joso

s Y%

T e =

~
T
-

-~ |

S

-

-

-
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ginoce, but it has never Daan lizigeted ig Jhlo.

B i I supposa since it dasn't bhaen Ll:ionon<,

N nchody can be sura ha kncws he aiawi. .

4 | That got in%o our consexva%lionz

3 with these municipalities, and it seered %o be soivihine
¢ that worried them.

7 We wren't particularly intuzgsied in

8 litigating tha question vieh then.

9 In ony evant tha rasult was poragrioh & an peos

iC
ES537 1

12

i3

15

18

7N

22

24
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@ Now undex uha tarmz of Lho soneracs 23T

"
o ' " a - T . A -~ - - Lo » he | T - s
pazticulariy paragzaph 4 on page 2 o wags 5 o7 4l
-
- - - -
- tazifd attachad, each, that i3 faz wunia 3
+
,
=3 ] v e D ——— - P »
. 4 company ware Both praecludaed foom zoesvin
!
~ {| eircumstances unless thay ¢ot the written whngzi: ol Ll
1
2 o
T u other party?
)
q .' s 3
: A J.Qs,- 81X,
Ci; 0 Hors theze ccotsicas, %o yoor havvlesgs, adine
}

£ 1 effective date of thaso coneracka “ihon gors@r iy oo Lo

2 ¥ 4 by _*t e prqn--ﬂ
i.
1 ¢
o A Yes, sir, tieors wara.
i
" ;: < In connection with your rospenuililicd
il
*?t; in the counsel'’s office of Chio Tdigon, 4132 rou i
4 L familiar with the operztion of thess swovizioa~
iz 2 I was consuwitesd fram fime o aiw o

& particularly in the first six or elont mouthe oo 'n. oo

‘ ;? these provisicns were in effoet by zs.z of ooz e

-C‘, questions abovt meaning or interpraszilon s 20l 2lli
t

?v'q ves.

Q Are you aware of tha sxgent 4o oii

cansents were jiven IZrom 1%€5 on 920 seoloaboly

MR. LESSY: Civan by whom %0 w-am? I3 2aid

} i
43 L it want both wavs.

1
)
24 BY MR, STEVEW B3ERGER:
i
{!
o f Q Let's say fron the mmicica.ior = Jile Ddizen,
i



ar2 ,
. 952¢
| the request for consent.
,; R You are asking about requastes made By Onlo
T
3| EBEdison?
4€ 0 No, requests madz by the munisipalicr fou
,
3i consent of Ohio Bdison under the contract “o ecarr2 vhara Lhe)
5 otherwise, pur-uant 2o the conctracc, ware not purmiiiad
- to serve.
8 A If vou had asked m2 thet quezgtisn a couple of
9 weeks ago, I would have said there wers 19 or a Corten cuch
© § instances. You showed me wizhin the past vuek a4
" correspondence, letters and the likz which rould indicaza
IZE to me that I woulé have been low in my gurass, and tiatc
- there were probably something like 25 or 20 such
;452 instances in the period from '85 through'72 or inte '72.
- ? Q Thosa vere exhibits in this proceeding, ‘mawz thay
,G?g not?
'
o é A They ware.
i
e 0 Mr. White, were you aware Qr == wers von
" aware during the time that these provisions wers in 2li.¢ot
20 of the company ever conditioning their connent €o & zZeguool
x from a municipality for a right to serve where tasy
- otherwise were not permitted to serva under tha con:irices,
o § which conditioned the consent on the municipality asreeing
i that at some future time the municipaliiy would giv:
- Ohic Edison a customar of like s=ize?
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§
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s aa
ar3 | 252
't - il e - so'ls 2 -
. 4 A Once again, Mr. Bargar, hzé you zzkad ir3

- that question Ltwe weaks ago T would have uzid no, I <wra2

nct aware of such a thing.

-
’

< - " e te -y o S T DO S .
You showed me ¢ latior, Towawrarx, o= e X

= 1 sSent a copy at the timz and which did soniain gouz Langvar?

W

the sorz that I think you are doseribing.

- Q Sc to the bast of your ‘mowladge, i¢ was acw
< : practice at least that c2ix to vour awnrenzss In wr:

5 councel's ocffice of Chic Zdisen?

- MR, 1LES88Y: Objestion., I taink that i3

inconzistent with hie ovravious answer., T2 tosuifliszl ka2

LN -

received a cony of that letter.

. T e — " s — Al 5

Y % 2 2 = v =1 R » s n
‘fa addition to that, it iz 3 lezdine asien

'
I
I
2 ﬁ CHAIRMAN RIGLER: Sustainzd ca that Lasic.
- H
1
o BY MR. STEVEN ELRGER:
i~ U
i
i o s
g ﬁ Q Yhite, arz you aware of intznoss
‘2 f
' - . LN !
"vgg in which Ohio Edison has tradsd cugtomars with ot
$4
H
.,!’ utilities?
18 |
! 3 Oh, ves.
i% :

Q Could you indicate for us thue ingsenc:s of

you have kaowledgz?

J
[

A ily after I joined Ohido Tdlizcn Torgany,
thers was such a trade with Teledo Pdison Jompony. o hRad o

small part in preparing the applicaticon feor zuiisorxits o

P —

make that tradza o the Public Utilities Comnisoicn o

Pt e i

--.
ra

e ¢ i o -

P—— -
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ar4d J
1

2 There has been in wore recsa: vnars
5 of custeomers or a trada of facilitlies wizh :ho

5 CHAIRMAN RIGLER: Why don't ro hazliis
5 short recess here of about five niruitas?

7 (Recese.)

" ——

13

13

17 |
15
19
20
21

22

e

25 “

N

n Municipal System and I balieve cne with Wadiortl
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hava basn falking zbout, dia 21a2% @ay o8
coakract data, was that contruch and Lh

contracts with the municivals f£ilaz with

Comrmiacion?

A Oh, yes, sir, Yhey wera all 217

Padexal Power Comnmissicn end cececnield Zoz

Comnmiosion.

[ 8

Q Here they cubjsct
the Pederal Pownr Cormmiszsion?

A Yes, 8ir. V2 x0¢ ¢ 2 numbe

e wl -
- -
- -
- Ceaie S

o drgguassion wigh

with the municipalitiss ané thon cn a swwior of

occasions meetings haras in Vachington with

by the I'PC Szaff.

Q Mr. White, did thers comz a Hing

determined by Chio Edison that the nrovigicr -

w2 have bean talking akoat, ciould aon lor
in the contracts with the munigipaic?

A Yos, sir.

Q Approdimately what point in %ix

A We reached our conciusions =23

Berger, late in 1371.

Q wWhat wae tha basgis of tha sona

Edison reached with regaxrd to hiess rnrovi

89331
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A Thers wera o bares, Mr. Bazcar. ha Zirxat
was that we and mest particularly I suppiss, I ad Lossue

much more sensitive than I had been in ©he porse Wity razsuss
to questicn of antitrust low. Tha second Tesis was 3icly
the small nunmiar of instances in which cishior va or the
municipalities had had cc-2sion o malta whege »uolai
operative.

As I said carlier, I think theore weara pachzoe
25 or 30 instances in which municipalitioy end fulaod by
no meane all of the aunicipraliticsz, hcd folt fisp-oad
to ask for & consent.

i
If my memory serves nw:, therc has boen ol

.

one o-'casion on which the company Selt so diszrosca, 4dnosc
two considarations led to the conclusicn :hat thigse crzsisicns
sught to be eliminated from the econcracis.
We were, at the time, preparing =z n=s £illinc
with the Faderal Power Commissicn seckino an lnerass. in 2

- |

rates; 'S5 contracts, by the by provided Zor
decreace.

And that scemed to be a good cinne herofoo
amend the contracts not only with recvpec: to too saso:
but with respect to these provisions by way cf dulating
them.

That is what we did.

Q Mr, White, let me show you two decwnanizz sight now.
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Both ars dated Janvary 27, 1972. Caz ic 2 latier to <ha
Fadaral Power Commissicon vhich o Srplisnnis oailis a, 47
and tis othaxrls o letiar ¢o th INCE 9! & oy 82 el

from yourself, designated o3 Ivalicznes Irlilic So. Lo

2o you hava thene?
A X have those balfore na, . Pawssz.
8] The Socument 4 e Dedaril Pavwury Comisaia

" ‘- = e N  —. 293 - - . -
states, "Transmitted Rozewith for filing oro e now aut
i3 W -~ da - A P . »
scheduiea. 3% 48 pot attached o Lhie lottan., I tu
R - " ~ - - P o d wun - N -
kXt these were attzch»@ ot e vice 1o wa
A I an nmot quire sure I Jollc Lo
1}
s - L 4 L | . S T ails @ - - %
Q T taka it that the contrace was alilac
3 % N en—— W8 e W Rt e il -
the tino you cent thizs $0 £he Fodoral Zovoy Coimiivesi-

although it ic not attached Lo 4o loviss 4o whe ~odors:

Powor Commisaica ehau I preszeatad o you?
A Ck, ycs.
Q The contract: that was sant o 4iis Foisssl Sewo

Cormission,iras it not the sane controcs sy oo
Mpplicants Exhibit No. 10, which iz “ha Sasewrs <ioh aass
to the Mayor of the City of Vadoiorin:

A Yez, sir; that ic ccexract.

Q And if you furn 20 pags 2 oF - Sliselnons,

] ver Yiwple P00 de
.lg- -&'-‘\.Q-\J Al dhiantl e = -

namely the contract attachmont ot o2
there iz a substantial blank svagca Sppesxiag in It cony.

A Yes, sir.

< Was that done by Ohio Zdiazcu

‘3
e ma
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13
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17

18
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conclusions you had rezched 23 %o cha peovisisas L= ths zout

no lengar balng raguirad ar necassary?

A A8 I said, Xr. 3ergar, we asd concladea wiing
those provisions ought to be delat2d, 2o n makior =f

with a piece of white paper over tha provisicns :ast wes -wavas

o
ui
o

o
q “
£

to delete in order that it might be parfictly rlear to che ci
what it was that we wara praposiag.

Q dad ynu had zay discussiop with the mmnizipalities
prior to doing thig?

A do, sir. This was our propossl oeh as o ths
rates and as tc the amenémants that wa ware 3uggeg sing of e
contract.

Q As te those p --iculay provisions i eha woaericse
we referred tn before contained in “h2 rate zchaluls wader
"other" on pagz 3. thoee were doloted as well v bl suting

a new rata schedula without thoss preovisoing, iz =h - :m::;ct?l

A That 1is correct.
Q In addlition %o the letter vou seniz o Lhe Mevs
of WAdsworth, you zent -~ d4did you sand similar lot:iors

to all of the mayors with the attacihed contruces?
A Yes. The FPC rules retuirad st rhe:
a proposal for a change in rate of thls kind is nada. -he

proposal must be gerved on each of the atffacted purclesn.
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enticy whi

or any oth

the customars to be

A

Q

A

2T en

No,

sh would restries in any way ei

- e e e

sir.,

What about P2nan Powarx?

Penn Power sarvas Tive wi

each of the contracts batwzen Penn Powver

ustomers has a provision wailch oreovides

- -y & o P P pe
servad by Clhio Edigsn

serving a customar cn the date the concrach wo

made shall contiy v to serve tha: customss

of the contract.

strike that

effect?

A

i1ast two or three weeks.

the next two cor three weeks, I believa,

Coes P2nnsylvaniza Power have an

No, siz, three of them have exx

one of “hem wil

runs until July, I believe of next vear.

Q

Does Pann Power have any intention

to the provision in their wholesale contr

you made reference?

A

Yas,
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¥FPC and will do as Ohic Rdizen A28 33 ime 0332
- T e & . - P & = — - > o
namely delete tha previsions &5 whish I p i 3
. %% o 2ea - a3 e g Sy k| D JeTaun netmmd oy
(¥ Mr. tihise, 3ince tAa zemoval 52 Rig auovl

the competition =~ in cowmpacition for =2 o

existing load batween the municipalicizs and OLin Sdisgn?
A No, 3ir,

A8 & matter of fact, thare had zovsr Larur “uisi.
Our experience with the provisions =iich hove 3 uxs hasy
deleted from our wholesala conitrasts chowed “nah L8
needed to be shcowm, that thare siamly wecs nos wsne uual
occasions and there has really boen no chongs i bhow
circumstance zince.

CHAIRMAN ARICLER: Mr. Bzrocyr, . nian:o
you zcked Mr. White if Ohio Zdisen had in %% & =
any agreemaats or wmncerstandings reotriziing oo
to sarve customers, and Ir. YWahita zalid thos Ohio Z4ls
éid not.

Pravicus to that you hod bhaan digevosin~
contracts with municipalitiac. His ancusy zzenid broor
than those contracts becauva vour quasition addrer:id ~nv
eatities.

I wonder if he had in wiad the sooriioTial

maps that ware put in ovidense L2ya, and was vour crasiiss
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intended tc include arv agresmont, wacarsa:

’.4.

contrackt balwasn Ch

ccoperative svstam or Ilnvaster-cwnéd syad

Is that how vou uvadarsiasd she

THE WITNESS: Yes, air. Thati
by my answer.
BY MR. STEVEN BERCER:
Q Does Ohio Edison hava a poli
to the acquisition cf municipal systams?

A I don't know that w2 hava =2

We have a sort of mragmatic, ad hoc agpucaah,

Will .
Q Could ycu describe Zor us the
A When it is suggestzd to ue &

interest in a possible sale of & fagility

municipal system, we will ordizazily =nlie

to determine how real and how extencive
mZ3ht be.

If it appeared as it has on
the interesc was real and was exteas.v.,

suggest that the municipal council 2<oo

authorizing us to have aczess o th: faci®

to the records of the municipal systan for th

of arriving at a price waich wa might Ls

for it and in fact asking us to givs an

A PN e - T AL T et Ly
3 LGLEQSN LG ADY v

w
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price.

I the scuneil adopiz

w2 would then examiise la fecllitice,

tory them, axamine e rocords to
kilowa=t hour sales cver soma aum

revanies, rnumber of customers, sr
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Q Mhat would take pl22z afvar zhae?
A Bither of two things:
Either tha councii xnigh: Zegid - 2
prepared toc gell the fascilities at zhat prisuy oz it ' ghs
decide that such a prica was ol intero: i
If it decided -= Lf tha counil decid:l 4o =

forward, then we would suggsest 0 Lhat cowneil zaus Lo
adopt an ordinance, dstermining ¢o offar ra fualiliziasn
for sale at competitive bidding.

Assuning thet tha*t oxdipvance w02 enios:.
and that the necessarv advartisemzns had h28n nale il oo
forth, we would then submit a bid.

If the responsible officials, thoss “fasiynascd in
the ordinance council determinad our bid iz ths
highest and best, we would then male 3 sal: coroui i
with the city.

That sale agreement would of nccessli:y
made subject to our receiving Jrom 35C an ondzr avblosiels
us to accuire those facilities.

D T S B PSR T -3

We would then waxe the szle z~x

- -~ . “da = -
- - '

{2

of an application declaration Lo SEC undar %le Isldiug
Company Act.

SEC would issue appropriate notises undzy <hul
act, set the time within which inéerventiais could t2 had

and so on, conduct whatever investigation i: gonsiderszsa
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' ; azprosriats hold 2 hzarxin-s iZ ors hed o %40 JeaT I3

3J and assuning that evarvihine had ~spe oRALY o1y
3, all of those stages, issue o order 2uihovisise o 5
o acquire the facilitisz.

S With that ordar in hand, wa teuil o= Jav he
3 money and take possession of ths fasillcian,

7 Q Is the matter of ecquisition of a munieipsl
g subject ever of a refarandun in =he maniciralliey?

9 H A Yess. MAny racolution or ardizsrnes of

10 }| municipal council in Cnio may e mede the gabiest ol &

it referendun.

12 LL 0 Since 1965, what acquisitions hos Ohln “4lzes
12 || made of municipal systens?

14 A We have acguired &h2 Villoga o Loueilvills
i5 || system, Villzge of Hiran systeﬁ, City of Moxwalx svaien
13 || the City of Zast Palestine system.,

17 Q Wore éhe steps thac ycu cutlincd for v: “uaon

18 || moment age followed in each of those if ztan.aso

-~

13 A Yes, sir.

-

20 0 Was the company approachesd in %ihs Ji--s inzzsnes
21 || to look into the questican of acquisition in zaer

instances?

22

23 MR, LESSY: I object =9 =hat az = icading
24 l{question.

25
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(Yharaupea; the Ieporser ~o o
regord, as roquastad.)
MR., LESSEZr I i nl: &h LaBATT g & iy
quastion i3 1ln eesh of theoss fnatancss
szep or who mada tha fiyvet approacih.
That would Lo a clzarsy way Lo =hoves iz
CHAIRMAW RIGLER: I will ia i
THE WITHESS: I'm not s wilch X'm o ansiax,
Mr. Chairman,
Shall T answer iy, Lerges's quunilic
SALREAN RICLER: Yoz, 3i:r.
THE WITIBES: Yen,six. The anausy o5 .
BY MR, BLRCER:
G Mr. White, let w2 show you o dusywes: ¥
a letter dated Januvarv 12, 1970 whish o boen oo
in this proceeding as Derartaen: of Justics o4
and it is a letter from Mr. A. N. Corant e
of the Norwalk systcem.
Is thie the gamg cystanm ot vou asy
A Yes, sir.
Q Are you femiliar with thie lotsys?
A Yas, sir,
0 Did you help drai: thils letiesr?
A I did.
Q Let me point you, Mr, Whits, Yo :the gooond saraoeash
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under nuribered pavagrarh 1. That i %o Zha pazagsash

-

beginning, "In those insteonces,” azd rovo sarloninzly
to tha last sentencz2 of 4hat paracr=2h =uRich auntas,
"Accordingly, the company %world nct Lo iataresiad
purchasing the city's ' steam genarzting unies suesvne Lo

the event the city should decids 4o gell L4z eutirs 2lsoirie

system. That is both generatiocn and diseribuiicn fneilitizc.”

Ncw let me ask you, Mr, White, sun vou giabe
vy it is the city was unwilling to purchnga tha stean
generating facilities except in the “nstanse thos
Norwalk should decide to sell) thair disuvribution facilitiassd
I'm sorry. Did I missnaal
MR. SMITH: I think co.
BY MR, STEVEN BER IX:
Q Why it is that the company would ke uvaillisc
te surchase the steam generating facilitisc of =ha ¢l
of Norwalk unless the city agreed to or decaimivsd ta 223l
their distributicn facilities as well?
A If you look at the ¢wo sentences rrosellac
the one that you rsad, Mr. Berger --
Q Yee, sir.
A -= particularly the one irwadiatsly pracading.

The reason that the company was aawilling o

steam generating units as such is stoead chere, wnd Lo a3

simply that units of those sizee and churactowisciazs
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diédn't seem to us %o ke uvnits tret wouls ba ~arskiselasiy

usefil to ns.

e glao Tacoonised in Ths aend

)
o

ob'rdovs fact tha
dlistribution systen, it vould egxtainly =wish o Lis

in the sale of tha gsnarating =:ilz foeo which

S0 the sentence rzally dz:zzr 't do wiaa moase
state :he obvious.
Q Your ultimate geouieliticn vos of whe smiiss
system, was it unot?
A Yee, it wvas.
Q All generaticn and the Sieiziluiicn 2vsc

A Tha%'s righsi.
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2 Mr. "aits, ars yon awara o
Edison sver rec2ivad a racuagt aither Tron
from Hoxrwalk which reques:zé of Ohic Taizen

their transmission facilizizs for purmiizs of

a transaction between Buckave and «ha CLer of &

.

A No, sir,there was no scuch weauash

Norwald or Buckeye.

CHAIRMAN RIGLER: Have you eztzblishs

Whilte would know if such a reauest oz 2ad2?

MR, STEVEN BERGER: No, I hovsn's o

would like I can go into that.

BY MR, STEVEN 3ERGER:

Q Mr. White in 1°71, tvhat wera vour ras

with the cempany?

A In 1971, I was general couno:zl.

Q And would a matter such az 2 reonach

company to use its transmission facilitize Too

other than delivery of power to its lozd cznzar:

that would come tc yocur attentien?

A I an suwre it weuld have, ves.

o~
-

- .
f- -

CHAIRMAN RIGLZR: Why is

&

THE WITNESS: Simply beacauec 2f :he
in which we did things., That would have Loan
request had we received it. Mrd X an sure i

the subject of consultation betwaan lr. Monslli

wey, M2
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then tle Prosident and mysal? and uosuene oo s of o
eaginsers wiko would hava bzen oailas vz Joils 2 &
bility of doiag 2uch a thing bad L& bow Teasisd,

CEAIRMAN FIGLEZ: T an aecs %
that the way the company cpevssad g veald ha o A
to you., I am haviang difficuliy sgzing “hs 1 A - X
which would requira ¢the ¢3fics ¢f the gunurnl Govzzil.
looks mora like ar angiucesisg raguast 2L aLs — &1
woul«dn'e invelvs 1@#31 anzliveis,

THZ WITNZEEE: I doa'f Jnow G108 =~ I
cartainly have been at come poing » nncagsiy o o
a satisfactory agrsement 4o €OVOr Lyel & Trios Y
I am gcure I would have boon iavolvad 2o ot ar
thing gotten that far.

Mr, Hanefiaeld znd I ware in the Lol 3
of talking tegether {reguanily aboul cotnas £ )
Covering at one time oy aneothar Br2tty uch Uhg wsiuels
I am sure an unusual zhing of hiz sswi = 22 8 A
arisen in one of those conversations aniinsiv .
attention that I would huvas bson s o - ~ 2 L
in the preparation of the eontracce amd i .o
properation == ip the considarution of =ny lucnl Ve gtk
that night arisa,

You arze quite rich=z to suygast, of sowms
that the perhaps orimary econsiGozacions vovld o3 of
an engineering natuvre and would ralats o islasl aad

s
~
25 ey

2
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8Y MR, STZVEN BRUGILs

i

3 Q Waren't you alse &b Hhas Mo fnvalvad 4

P
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the gquestion of the acrwislision 22 2he Taerals 2yass 9

A Oh, ysa.
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Q S¢ aven in that cousanit, vonL.ots v
eumpany aLHhey by 3uckare o Mool Aol
Norwali Iequirements ooRs Lo vou 1o seotnegsicn
your rasponsibilicios wieh zescest =2 ooz guonlael o
A AB yOU can $23, v Bamian, Yo Lo
this lutter we mesté receabtly Slgsoroad, woes ion
responds 0 ssvaral guasticns four the s.uzvion 2Mossacw
Norwalk which relate not onlyr +#3 he —==0:4h1s 2400
Norwalk of some oF all of 1ts spvetam, bl - )
the chargas fer serviee from Ohioc din- ¢
various asswmptlons a counic of ALlfarint oo
hare, * ~- L
Now that wee a%u o tims «hon liozua
exploring a lot of peasibilivias s =0 Lo Ful oo
and I°m sur: =hat if they had ralsed wisa ur
would we transalt povams{rom Bucheve o ool
would have known about that dusc os o lasw o ¢
aquesticns asked in thiz lacter from :.;.. nouns o %
a draft of a replvy %o i<,
MR, STIVAII DERGER: Mr. Riglew, I°
to move to a navw liane, if vou wemi 40 29 1ore an shos =

or do you want to brazl it heva. Thwatevoo Lo ove
pleasure,
CHAIRMAN RIGLERS

" - - sl s S8 L &
Thiz i3 & guad broi soliag

We will reswan in

the noralsg at 2345,



i {Whersupca, at 4:30 p.ax.,
2 was adjoumned, tc be raecavenzd at @
4 3 Thursday, Ma 13, 1975.)
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