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In the "Ihtter of : Ccchots Kou.
4 .

.

,1 TOLEDO EEISCN CCMPANY and : 50-34GA
5 CLEVELAND ELECTRIC ILLUMINATI:'G CO. : 50-550A3 '

'
, <

: 50-501A '

*

6 (Davis-Besse Nuclear Power ,

:
j Stction, Units 1, 2 cnd 3) : '

.

7 | .

and
f

: 50-440A
8 : 50-441A ;CIE;VELAND ELECTRIC ILLUMINATIl!G CO. : |
0 CO., et al.

j: '

.t
.

10 (Perry Nuclear Power Plant, ifnits : 3

1& 2) :
.

11 : I

j_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _x
12

Firsh 5'1cor H3aring Rocn
7 13 7915 Ecotern Avenue .

g'
- Silver Spring, Maryland - |

14 '

Mednccday, June 2 197'i [
15 ,* *

The hearing in the chove-entitled inatter was
|'

1G
t.

reconvened pursuant to adjournment < -

17
at 9:30 a. m.,

18 '
BEFOPE: ,' |

19 !
Douglas ?.igler, Chairman

20 '

a John Frysiak, Member |(Absent) ,
21 i

,

, Ivan Smith, Member
|

.

3 22
APPEARANCES: 5

1

23 i
(As heretofore noted.) |-

, . 24 t
v i

25

.
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James D. Uilson 10,995 11,039 11,152 i

4 Lynn Firustone 11,171
'3 5 t
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8
EXHIBITS FOR IED;TIFIC1'iTION IU E'CT&UCi

.

9 Applict.mts (CE) 103,
(Docket No. 71-233-Y) 11,024 11,019 Ig

i
Applicants (02) 164, . !I'I (Cace Nts:bar 3603S) 11,02d 11,030

,

-

112 | Applicants (03) 1G3, j
- (Ocncolidsted Caco Hos. iI3 73-509-Y, 73-510-Y, 73-847-Y) 11,024 1_1 n3c

'

f.
1

14 Applic nta (CE) 166,
(Chart dr an by Mr. Uilson) 11,051 11,0fa |

'

ge e

1
'

16 Appliccnts (03) 157, |
(Ohio Edison Company Effect on !

17 Cuychoga Falls and Galion'a '
;

Wholesalo Pow.r Lill:: From
Pic ing Up An Additional

, f18
Industrial Customor) 11,0G1 11,073 '

I 19
Appl $ cants -(03) 160, /

3.

20 (Ohio Edicoh Compatsy, Cit-r of
|

'

3 .

Hadsworth, Effcet on Wadsworth ' :,

navenne and Wholocalo Power -
4

I21 Bill From Picking Up Chio Bracc) 11,074 11,njg*

a
22 iApplicanto (03) 1G9, t-

23 #*~?*Y* * U** E" b
Mr. C 1cconrnn to 21 . Wilson) 11,001 11,026,a

'J'

t

25 i
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|
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5 and attached letter frem
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\ Mr. Duncan to Mr. Ka uhc if

6 datad October 31, l'975) i
'

i

.

7 ~ Applicants (CE)l71 11,162 11,f64
(letter dated Aug, 14, 1974,

O l from Mr. Wilcon to Mr. Dia:1er) I
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i

c.a !
.

3 its next witness, Mr. Jr:e; Milson. I

s'4 Uhcreupon,

$ 5
JNES D. WILSON i

|
'

', 6
'

was called as a witness en behalf of Ohio Edison Cemr.:.ny me., \
17

having been first duly avorn, was examined and testified I
g8 as follows: ,

. '
i

9
DIRECT E !Af!INATIOI?

10
BY MR. STEVEN BERGER:

1

11 g
would you state your name, renidence cr.d tha 1

12
present position you occupy with Chio Edicca Company.

3 13 A-
MY name is James D. Wilson.-

14
I live at 1507 3rian.'oed Circle, CUyc.hoga Falls .

,

15 Ohio, 44221
And my pre.sent position with Chio Edi. bon is

Chief Rate and Valuation Engineer.ys .
-

17 % Mter your gradaation from high school, what is
gg your educational background?

ig A. I attended the Univeraity of South

Carolina and received a bachelor of scienco degree in20

elect.rical engineering in 194 8,ji

,

p2 I th en
moved to Washincton and uct.ed for

, the goa trnrrr. n t . 7.el d uri;.g C.at 1 ita 'en S
,. .j

tu . uv s d 1.
'

i'

?.4 and gradus t M from Gr orge tc.wr i rh an T.L , 5. t r. 1954
*

s .

I
i

L
ijg G What wene

, the niiture of your employr,ent with I
ii
-
.

i
il ,

,
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I

, 1 the govern 2c.ent during the time you :: crc in school?
I

{ 2p A I wor).cd fcr the R.2ral E .ectrificatica

3 Administration for a time, and then with the Navy Departr ant.
.

!

.g G After your graduation from law achool, did you ejo '

a 3 dir .tly to Ohio Edison? .

O A Yes, I did.

v
7 0 Have you remained with Chic Ediso.n sinca that

,

!
'

O time?

A Yes, I have.9
ESl

10 g From the time that you first uent, with Chio
S2

Edison until the present tima, can you outlinc .for us the
93

12 varying positions you have held, and the period of tien

which you held these positions?( 13

A I went directly into the rate departir. cat. I ;14

went with Ohio Edison in October c f 195 4. As I say , I15 ,

!
went directly to the rate departmant, and my title uct the: j

16

t
of rate engineer. !g

i

Later, I believe it was in the lattar part of !
18

the 60s that I became senior rate engineer,and then on
19

October 1, 1973, I became chief rate and valuation engineer.20
J

G What are your present responsibi'.ities wit-h the
21

'

|>

company?3 ,g

A As chief rate end 'valuntion engincar, I am ing

charge of the rate department. .It is our function tc. design, .

, g

administer, and do all necessary work related to firing
25

- -

!

l .
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1I ratcc both retail and .wholosale for Chio I:dicen Ccmpcny.
|

| '

2 G To whom do you raport at the compcuyr

j 3 3 Mr. h'hita, the president of the cor;iarn,.
I

1

i 4 G Are you a mamber of the P,ar?;
'ji

'
7 5 A Yes, I am.

.

'

G G Of the State of Ohio?, ,

.

7 A of the State of Ohio, and I also passed the

S bar exam in the District of Colurchi'a. . I suppose I'm

D not in good standing at the moment.

10 G Are the ratos chargad by Chio Edison regulatod?

11 A Yes.
*

,

12 G At both the retail and tlie wholesale level?
.

( ', 13 A Yes, sir.
. !_

,

14 They are regulated at the retail leval by the I
.

15 Public Utilities Commission of Chic and at the wholesale *

16 level by the FPC.
*

i

17 0 Are all of the rates at the retail level

;g regulated by the Public Utilities Commission of Ohio?

19 A No'.. We have a homa rule stattua, and it' allo:rs

20 public municipals to fix the ~ rates that electricg

2f utilities charge in those muni cipaldti.ec. ' We have a'ac. tar
?

b
22 of corra: unities who do that.

p; G Are the standards that are.v. sed at the Pub. tic

) 24 Utilities Commission of Ohic for the purpose of catablishing

a-. retail rates and at the Federal Power Coramission for

.

g *

ii
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I

purposes of establishing wholesale rates similar in any,

2(, respect?
..)

3 A They are similar in this respect: that when we

] apply to each of the bodies to fix the rates, there is4

j5 develope'd a rate base..

: -

|0 There are revenue requirements. There is a rate,4

!7 of return that is appli.ed to the rate base to indicate what
8 the con:pany should- be ~ earning on that particular piece of
9 business.

.

10
However, they are different in that the statutes

'

11 have a different standard for reasuring the fixing o the

12 rates, the point at which the rates should be fixed.
'

{)
13 Q'

^ When you say they are similar as far as both having
.

14 a rate. base, they are both based on cost?

15 A Yes , sir, that's correct. The rates instances

~16 are based on your costs to serve the particular customars
57 that are included in the case.

ES2 1.8

19

20 *

.
.

21 .
-

,

. !

o .22
] I
-

22 ~^; ,

\O yV . :

. ,. 1

-

) s ,, ,
- 1

-
.
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1 Q The standard for determining that rate base and

I-
.

2 the cost of Ohio Edison .for serving are different at tle
.

3 retail and at the federal level? .

{} 4 A Yes, sir, that is true.

5 Q what are the differences in thoce standards?
6 A At the PUCO level, at the Public Utilities

*n .

7 Commission of Ohio ou'r present statute -- at least I think

8 it is still our present statute -- indicates we should
.

9 use in determining the value of the property a reconstruction

10 cost new of the property less existing depreciaticn plus-

. .

11 working capital. That establishes the rate base.
.

12 Q And at the Federal Power Commission? 5. .

h 13 A At the Federal Power Commission?
,

s'
.

At the Fbderal Power Commission we have a --14 ,

15 the rate base is developed on a depreciated original cost

16 badis.

37 Suppose you had a test year of 1974 you would take

18 an average of your property at' the beginning of the year,

jg your book accounts as of the beginning of the year and the

20 end of the year, and average those two figuros to get ano

2f avera9e plant in-service during the test period.

{ g That less book depreciation plus working capital I
T

f would establish the rate base for Federal PoWor Coir. mission 'g

Is purposes.
n- 24 .

h O How about for purposes of the rate of return
'

...

.
determined by the PUCO and the Federal Powcr Commission? Are

.,96

. _ -
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I standards the same?
, 9" '-

, vr. $.

p 2 A Well, our evidence usually is along the same
%.

3 lines in both cases. However, for instance, both the Publ'ic

4 Utilities Commission of Ohio and the Federal Power Co= mission
5 tend to use the embedded cost of debt and preferred stock.,

4

.

6 - However, they do generally assign a different
'

> .

7 return on equity. *

r.

8 Q You alluded before to the fact that the present
.

9 state of the law in Ohio is I believe about to change. Can

10 you tell us in what sense it is going to change and what "

,

11 the status of this new law is? .

12 A Yes. The legislature of Ohio has passed a

(~ 13 bill under which in developing.the rate base we will be

14 required to use the. original cost of ths. Property

15 less depreciation, boc'k depreciation, very much similar to
.

16 the FPC regulations.

g7 However, rather than using an averaging process

18 f0f -the beginning and ending of the test period, tre will

gg still have a date*certain, fixed on which we vill value our

20 property as of that date certain.
e

21 In. addition, the law is or the bill as presently

22 constituted permits us to include construction work in*

]) 23 progress up to 20 percent of the amount of the rate base
s

3 other than construction work in progress.
,

25 That part is discreti6 nary on the part of the

* '

..
,g Y

'

; _f .-

_: 2
. ..
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1 Commission as to whether they will permit us to do that or
E not.

_

<

>
3 Q You say that the legislature has passed this

^ 4
) most recent law?

..

5 A Yes.,

.

6 0 Is it awaiting signature by the Governor at the
,

7 present time?

8 A As I understand it, at '.he moment it is awaiting
. . -

9 the signature of the Governor.

to Q Is it expected that the' Governor will sign the
. j g bill?

'

.7

12 A It is my understanding he expects to sign it,

13 yes, sir, ~<

LI
g4 Q After he signs it, uhat is the effect of the bill

15 in terms of the rate filings it will be applicable to? "

16 A The bill when it becomes law wil_ apply to

g7 any rate cases that have been filed subsequent to January 1,

1976.gg

jg Q At both the retail and the wholesale level, could,

20 you explain to us what differences, if any, there are in
a

21 terms of the time that a rate is filed and whether

22 r n t it goes into effect subject to refund or does not go-

into effect subject to refund?g

A Yes. Under the existing law in the State ofe
4v

Ohio we do not have a suspension statute. We file a case), 25

-
,

, (

6 #
a

g "
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1 for increased rates. We must await the final decisien of

-
2 the Commission before we can put those rates into effect.

)
. . . .

3 Whereas with the Federal Power Commission, there is a

4 suspension statute and when we file a case we ask for an

'
5 effective date for the rates. And if the Federal Power

6 Commission did not ing else, why, the rates would go in-
,

7 effect on that date.
.

.

8 However, they do have the right to suspend

9 the applicatic,a of those rates for a period of time, after

10 which time they go into effect subject to refund on the

i 11 final conclusion '.of the case. - ',
-

..

12 -- .,;.

13
*

- YA.

j: -

]
- '

-
.. ,

14 -

%~.

15 -

' *

16

17 ,

.

18
-

-

19

20
.

~

m

'

21 . -
>

e
4

\},..
-

23 -
.
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. g4

bwl 1 G Now, focusing on retail, Mr. Wilcon, what are the

2 various classes of custcmers that Ohio Edison serves at the

3 retail icvel?

4 A. We have residential customers, comm rcial

~

5 customers, industrial customern, and other which, essentially,

6 is street and traffic. lighting. .

?. .
'

e

7.j g Are there various levels of 1:ates within each

8| class?
_

,

9 L Yes. Because of th's home rule law in Ohio
F

.10 wgich permits a municipality to fix the rates in that

11 particular community, we have to be able to prove at any

12 time that the level of those rates are proper from the
.. < ;.

13 standpoint c'f cost within a particular community.

14 This has led us to several leves1 of residential

15 rates and commercial rates.

16 - However, for industrial rates, we have one
~

17 group of industrial rates, two rates that apply throughout

18 the territory and those rates are set, fixed by the PUCo.
-

19 6 Can you give us some idea as to the.levelh of

20 . rates within classes?- That is, numbers of lovels and how
,

.

21
it is determined that a particular rate applies to a

.

k 22 particular group of customers? 3

/
23 A. Yes. We know that the cost to serve a particular -

community is generally related to the density of the populati an'
24

within that community. So that one would expect that a ' big
25

-
?
,

- -1| ~ - . .' .1| .
. . .

.
,

_ __
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city would have a - there would be a lesser cost to serve1

'

)I 2 the customers located in that city, because of the

3 concentration around load centers.

4 - So that in our case, residential ::ates, ve have
.

5- four.

5 6 For our lowest residential rate, the City of

7 Akron and other cities of similar size, is the lowest.

8 Using, generally, population as a guide, over 100,000

population is our lowest level of residential rates.9

10 From 20,000 to 100,000 is our second level, which

11 is a little higher. .

12 Then there is a third level from 1,000 to
< .

A,

20,000, and then our fourth level is our nonardiance area13

14 which includes all of the rural territory, end the smaller

incorporated communities of less than 1,000 populai:icn.15

Along.with that we have companion secondary16

17 _ light and power, or as most people refer to them,
.

* commercial rates," that follow along with the residential10

rates, except that we have combined a couple of the levels19

20 of commercial rates. .

"

21 4 After a determination,is made by Ohio Edicon
,

that there is a need for greater revenus, unless an increase22

in its rates is indicated, at the ~ retail level, can you23
<
Q,) tell us what steps were 'taken by the codp. any inorder to24| .

bring about an increase in retail rates? I would like if you
l

25
_

* . g>

. . ':' ' * ~

, . .
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1

would break it up by describing what takes place in tha "
.

'

i 2,
' ordinance situation, and what takes place in the,

-

3 nonordinance situation.

A. All right. Taking first the nonordinance,
~

5 which rates are fixed by the Public Utilitico Commissicn,
6

there, once we have decided that we need* additional revenue,,

7 using the regulations of the Commission, we know that the tost
O

, year will be the prior calendar year, unless otherwise

9 ordered by the Commission.
.

.10 Our last cases have been filed on the prior,

Il calendar year.

12 Then that fixes the test period for testing the
13 rates. Then the dato certain which is the :date for the

14 ' valuation of the property, it is fixed as the mid-point
15 of that test period. Having determined the calendar.

16' year that will be used to test the rates and date certain,
17 we set about developing the rate case to present to the

18 , Commission.

19
One of my first acts would be to get in touch with

20 our consultants, consulting engineers, to ask them to perform.

21 for us a valuation on a reconstruction cost new basis
22 and at the sama time determine existing depreciation.

>
-

34 23

| 3
-

s 24
.

,
. .

| _ _ _ ' _ _ _ _
~ ->. ,

__:_
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5
1 Q These are independent consultants?

; 2 .A Yes. And they would get started immediately to'
-

3 determine these values.
m 4 Those studies take a considerable period of time
J
- 5 because they are done by sampling the property and the:t

i

6 inspecting that sample of the property and then increasing
. .

'

7 the size of the sample to fit the whole.
,

8 Generally, we would expect that thati would take

9 or has taken in times past approximately seven months to
.

10 determine these figures.-

- jg At the same time, we in the rate department
.

12 would be collecting billing data for the test period,
1.'

13 making bill distributions to use in testing the --'whatever

14 changes in rates that we are proposing. I
.

15 In ther words, we would take a bill

16 distribution ~and apply the present rate. Then using the

37 same bill distribution, apply the propoced rate and
" E " E" "" 9 ""9 #" " " " " "" *"18

g be applied to the book revenue to show what the increase
.

" " "
20 *

.

And at tha same time we are determining what

we feel the total revenue requirement would be, I vouJ.d hem

) advised by our financial people what rate of return we
F' 23
|

felt we could justify on the business and in using that rate.' 24,,

of return I wou]d develop the reve'nue requirement.and,

:) 25
f
'

1 ;-

:
', _

, 2. -
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I design proposed rates to produce that revenue. .
.

2 Having gotten all of this data together, we wouldq,
-

3 then file the case uith the Commission.

4 Q After the filing of the case with the])
'

5 Commission, what happens next?

6 A The Commission begins its own independent study
-

7 of the property of the company and its books to determine

8 for themselves what they feel our rate base should be.

9 I should have mentioned as a part of preparation

10 for a particular case, in our company, since when we go to

il the Commission we would not 'have all of the ecmpany property

12 involved, there is a cost allocation that we file along with

L. 13 the case which indicates the allocation of total company
-

J~
14 costs to the particular classes that we are studying.

.

15 The Commission does precisely the same thing

16 we do. They develop a rate base on their own. Their

17 auditors come in and examine our books, to look at our

18 expenses, to see whether or not the epxenses we have

to included in the case are proper, whether some are unusual

. 20 and should be annualized over some period.

21 Eventually they would develop their own rate

I 22 of return test also.

)
23 The first thing that happens after they completc*

.m
(' 24 their independent study, there is a secretary's report issued

25 by the Comm-ssion- It includes the various investigations.-

.L . *' .

4 ,- , ,
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1

'

made by the Staff, the' engineers with reference to rate

2 base and depreciation, the accountants with respect to.,

3 expenses and the applicativn of the rates.

')
^

4 CHARI!!AN RIGIJ.R: This is a good pracentation.

*
S I hesitate to interrupt.

.

6 Can we develop more how the cost allocation
> .

7 is made to which you just referred? -

8 THE WITIESS: In making an all'ocation of cost to

9 a particular class of customers that is included in a rate

10 case, we first have to determine the characteristics, load

11 che.racteristics of the classes under study.

12 In our most recent cases we have gone to a peak
.

13 responsibility ocost allocation. So what wa will determine

14 is the contribution of those particular customers to the
OS

~

15 company's system peak.
.

16 -

17 -

.

1F,

d

19

- 20

21
- - :.

,

,

* ?.7

22
)

.
.

'

|, .
*v' 24 ,

,

I i'
,s

1 25y

'
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.

. . .t

I '

OIAIRMAN RIGLER: Is this a daily peak or a
'

S6
,

bwl seasonal peak?. What kind of peak?

3 THE WITNESS: With our PUCO custemrs we
4 are using a summsr and winter paah with a weighted
5 sumer peak for seasonal dorating of our units.

*

6 The summer peak gets a littl'e more weighting.

7 than the winter peak. It is an averaging proc +.ss with

8 this weighting factor for the su=mer and winter peaks.
9 If we were talking about the Faderal Power

*

.

10 Commission, for instance., we would be using an average
II of the 12 months, rather than just a summer and winter.

12 We fool .that the suminar and wintar provide a
i

13 good method for allocating, so that the demand responsibility
'

14 of those customers fa determined on that basis. In

. 15 allocating costs to a particular class of business, there arc

16 actually three types of costs that are used.

17 We use a customar cost which is related to
10 metering that is required for the customers, the accounting

| 19 functions that are related solely to the number of

20-

customers, such sa rendering a bill.

21 Then, in addition, we have enorgy costs which are
~ .

22s, simply related to the number of kilowatt hours that that
.,

23 customar uses. '

n
t"' 24 The basis for that cost would be primarily fuel
-I 15 and water and whatever other costs that are dependent cntirel

.

. .; .
r. ..

_ ,
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.

T on the number of kilowatt hours that the customer uses.
~

u' 2 Then the third set of costs aro the capacity
_

3 related costs which are the fi::ed charges on our investment

] 4 that needs to be assigned to those custemors.

'

5 And it is those demand related costs that we
,

,

~6 assign on this peak responsibility method.
o

7 BY MR. STEVEN BERGER:

8 g If the company socks an increase and, again,

9 we are talking in the nonordinance area, in its retail .

10 rates, must there be a hearing at the PUCO?

11 A Yes.
'

, , .,
,

12 S Why is that?
. . .

A Well the -- as I started to explain a little
..

13~

J
T4 earlier, after the staff report comes out, whie !.s

15 essentially the Commission's evidence in the case, we have

16 the opportunity for 30 days following the issuanca of the

report to file objections to it. -

97

18 We do in all instances that I can remember

39 file objections to the report.

'

20 Having received those objections, thc matter is

scheduled forh' earing and does, in fact, go to hearing.21
s

22 0 Let's see if we can take the same kind of --

)
CHAIRMAN RIGLER: Wait a minuto. If you filed'

23

y no objections, would a hearing still be mandatory?
,

] THE WITNESS: Yes, it would.g
?

c-.
'

-
s ,.

- . . ;
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1

CHAIRMAN RIGLER: There is a hearing whether ^

'

,

1 2 -
,

7 or not objections are filed by you or anycne elso?

3
THE WITNESS: Yes, I suppcss it would be fairly

) perfunctory if all there was was a staff report, and we,
s

- in effect, stipulated the staff report, but there would

be a hearing to make that stipulation?,,.

,

BY MR. STEVEN BERGER

8
Q. Let's see if we can go through the same kind

9
of anelysis, if you would, with regard to the ordinance

to cases, once a determination is made that it is necessary
II to have an increase in those areas involving an ordinance.
12 What are the steps taken by the company to bring

^ 13
.

). about ar incre4:se in the rates in those communities?
14

A. Assuming we have a valid ordinance,izi effoct,
15 ,all of the ordinances provide for ''some period of time
16

'

for notice of cancellation for both the " city and the company.
I7 In our case it has generally been ~cix months. So the first

18 think we would do if we were to decide we needed additicnal
19 mon ey from that particular community, we would cancel the
20 existing ordinance, give them a notice of cancellation.

.

21 Moct of our ordinanoas.have a fired pericd
,

-
..

-
22 of time in which the rates are fixed, but: then after that

23 time they continue from year to year, until notice is
, -

d 24 given, usually for 'a maximum of a ten-year period. We would
I 25 giv e notice that we wanted to cancel the rates. At the same .

.

* * *

._

: :;. X '.
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bw41 time inorder to protect ourselves in case the .

d 2 community chose not to negotiate ratas and which they have
J

3 a perfect right to do -- as soon as the ordinance is canec11ec

j 4 and those rates go out of existence, so to speak,

5 theoretically the jurisdiction over the rates in that

6 community would go back to the ,Public ptilities commission.,
,

7 So what wo have been doing within the last five years

I8 or so, ve have been filing with the Commission a

9 commission case in exactly the same fachion as I described
.

10 earlier:-

11 g In the nonordinance area?

'

12 'A In the nonordinance area.
'

: e
'

- 13 g With the same kind of preparation you went
_.

14 through, and as you described before in the nonordinance

. 15 area?

16 A Procis,ely the same ' kind of preparation. We have

17 been filing these cases and, of course, it provides a

18 very good basis for the negotiations, because you have a

19 rate basis. You have expenses. You have the rate of returr

~ 20 we are asking for, and what usually happens is .the cities,

21 if theI choose to conti lue to negotiate, will hire
-

.

22 themselves an " expert and using the study that we filed,
\ -

23 como up with some recommendations as to what they feel the
-

C- rate should be.24 -
,

,
_

g *

ES6 - * - n
.. : ' -
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1 A (Continuing) Having gone through negotiations,

7
7 2 if we can agree upon a rate which seems fair to the7

:
3 communities, they will pass an ordinance . including those

4 rates which will be accepted by the company.]_
.

And, of course, once this is done, the public5 '
.

utilities co$nission is automatically divested of jurisdiction6

-

7 over the rates.

8 .Q I don't want to confuso the record betueen the

9 cxisting law and the contemplated new law, but as to

to what you just described, is the procedure for obtaining

it increases in the ordinance area, is that going to change in

12 any respect upon the signing of the new law by the Governor?
--

13 A' It will not. The communities will still have the

14 same right they have now to fix rates.
~~

'

15 I should point cut I think that if a comannity

16 were to pass an ordinance that we couldn't agree with, what

97 we would do is appeal that ordinance to the public utilitics

commission. Then the rate would be fi::ed in the same,18

19 fashion that it is fixed for rates that are under the

20 primary jurisdiction of the public utilitics comnission.

Q The PUCO has appellate jurisdiction from the21

22 rdinanco decisions of the various communitics?

A Yos. If we do not accept the ordinance it wnuld23

7 g be appealed to the public utilities commission and it would
u-
' be handled in the same manner as the rate case.25
.

e

@

k,

e ( '

* ,b* *
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1
1 Q ono more qu' action on that lina. A.cstraing that

e2'

rou did appo.a.'. to th cc::ciurian o:: that the e. :.r:3.c ;0.a '
;

L hcc ju-isdiction over the ordinanca ensac, h:.mru- it
i

'I may havo gotten chare, would tha staff than go through the !

5 same kind of proceduro aa you decerihed in the non-ordinsr:3.
'

6 area?
i2

|
.

7 A Under the ordinance appocl ctatute as it is rigM '
>

8 now there is no requiremont for a cecratary's report on an
|

9 appeal.

10 Houover, the staff in those ordinance appaals

11 I have been associated with, the staff wili put on evidence
iI

?

12 so it does require an investigation by tha staff, whether er [
G !
i ; 13 not the statuto calls for an acut:1 iscuanca of a secretary's

|14 report.
i

'

i
15 Q Under the new statut2? .

*
*

116 A Under the new statute, quite frankly, I don't i

17 recall. I believe the procedure is exactly the same.
.

I
18 The only differonce is the detorrJ. nation of the

i
i

19 valuation. i
I
; . i

,

1

. 20 My recollection is that undar the new statute

i21 the. staff will operate in precisely the sumo procedure i
,

22 as they do now. o

j
ig CHAIE'@l1 RIGLER: Arc you scing to touch on the '

/7v 24 amount of variance in ordinance commu.titics in their rata
* # *"725

.

> . 't
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That ic, te.hing a rango of i0 000 populaticn
-

n

2 cr =unitice. Uhat ord:r.of ';;ri.,.rca in t era in the rc.ta !,

,

3 cchedules undar which vcu serve t.hom?
.i

4 THE WITNESS: C'hcro has b en anywharc frra..

S 5 parcent to 10 percent difference between the levoln of-

6 the various rates.
2 .

'

7 CHAIRMAN f).IGLER: For co'epare.ble sized cot::aunitier,

8 in the sinos you outlined earlicr?

9 THE WITNESS: Starting '.cith hkron boing the

10 largest we serve and having the least rcto. then the.ro

11 would be 5 to 7 percent differe.nce batwzen that levn). of |
. |

12 rates and the no.it loval of~ rates. !.
- |

* 13 Clu'LIRMAN RIGLER: I am thinking scy you e
- i

;

14 , serv 2 five comuniti'as of 25,000. I

l.
15 Would their rates be uniform er not1d they '.2ry !

I

16 by'a few porcentago points? {
t

'
17 THE WITNESD: Those rates would be uniforu. All

' '

18 of the commitics that fell into tha population icvels

gg I mentioned, all of the ratos would be uniform.within those

t
levels. '

,
20

21 BY MR. STEVIE! BERGER: ,
t
i

O Is this what we call a pcstasc ctanp kind of22 ;

irate? -

23 !

'. - ,

i A PerhapO.s. 24
. .

0 It i a term that has baan used in chis proccudin.,{-.

25
.

.

i
!

l
.
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1 : thac .' you establish rates in a givaa clanc tccar ver thow
i

('l .
'

0 :
- cuctc cro may ho, located to tha particular icad cent,ru not---

v
.

3 with:tanding differencnc in locatica to gent:2 tion and h:2
>

4 have you, that the ratsc are uniform. Is thit >h'.t you cra
1

-

g

1

5! driving' at?-

.

6 CIIAIRMMI RIGLER: You are talhin7 about thq PUCO
a

7 tariff. How I am looking to the comT.unitino where thcre is

e an ordinanco and the PUCO tariff is not in cparatica unlect

g there has been an appeal ac ha describcd.
L

1

to I as wondering if thoro is a varintion in

g rates a=cng cormunities where you havo an ordinuce where
j

l
12 you are serving under the municipal ordinanca rather than I

G
L, 1 =- the PUCO established rate.

THE WITNESS:s ., - Thero is a varianca, but only hv,,

-

'

33 virtue of the fact that, as I mentioned, tic pcpulatica

16 densities catablish the icvel of the races.

17 **** * * " * "" * * " *'

cam rates. All communitiec that have a populre-ion from18

20,000 to 100,000 would have the same ratec.gg

.
'0 .S M BERER:' I undoratand the probicm you,,

are havi.2g.g

-

a, BY P.R. STEVEU BERG 2R:,,

Qg If you are dealing with ordinanca cor.xiuniticc
i

,

u- 24 cnd you arc at the point where you haven't reachod the PUCO

level, are you negotiating with all of tha conununities at do i25
e

.

# e

!
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jens ,
1 cc=0 tima or aro you n':got.iating with that individually? !

V 2 A For cny c::: tmity th t 20112 in':: this

t
3 particule.r level of populacion 1cv21 1 rentioned, all of '

.

4 thoso.over 100,000, for instanca, wa rould try te negotiata
~

s with all of thosa cort = unities at' cnce no that whatever ratas-

(d7 6 cro fixed uould be the caco for all of thosa ec:cr.unition.

48 7 Q Has thoro ever been a situation to your

G knowledge where cccmunitics within tha cEn2 icval have had

9 different ratec in existence at the particular point in

to tima, ordinance conc: unities?

11 A Yes, that happens becauso, wall, for incttnce,

12 in our nort elvel of rates, after the non-ordinance arca,

G
V 13 this would be the third highest rates we havc, there in

.

~

c m ximately 70 connunitics involved in that c~lasoification. !14
I.

15 During co=3 of our past incrcceec, all of the '

16 coter. unities'would not paca the particulhr ordinance that 'cre

17 had hoped that they would. So that what happened was thoca

18 that passed, we put the rato into effect, thoco ratoa into
.

19 cffect; for those that did not pass, wo had thc option of f
i

leavingtheratoasisandcontinuingtotrytoconvincehuni,20-

21 that this was ,a propar rato for their centminity, or file en
,

.

g appeal with tha public utilities conmiscion, ad we have dona

hath.g |

rT iV So thoro would bc a'paried of ti n and, of courrm iy
'

I.
thoce orMnences, onco we get thcst to the point uhere they Ih.

1

| 1-

< - ,

_ _ . . -

. ~ &
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1| are willing to pacs an ordinance, ucil, thore ic a
,,. ,

A.J P. centinucua accc ciatic.g pic :;c.;c uith cc.ch c2 uhu cc .u.'.u:-it.ic o.

i,

3 This is done by our division ::r.aagers. Shay
,

4 contcct the corax.nitics porcenally and toll thea thic ic
t

|
-

5 the rate wa think is prepar.
|
t

-

6 We procent to them ,ccot evidence to show that
2

.

7 it is proper and then csk thc= to pass an crcinaIce for

e those rates.

9 Now, it movac in *coth directions. If thay chcara

to not to agree with our presentation, then we find out

it What -- how they feel it chould be reviced and eventually.

i
12 try to reach an undarstanding with them as to the lovcl of |-

A :
V 13 the rates. !

!
I.

'

14 Then we would hope that they would bOgin to pass '

15 ordincnces that would include thoco ratas.
.

1G If they do.not and uc feel we c n justify the i

37 levial of ratos before the public. utilitics cc: mission, wo

18 Will appeal to the public utilities comtnission. r

gg MR. SMITH: What ci=c comunity have yon

20 just referred to?
|

.

21 TH3 WITIESS: Thoco Ucre in thO grouping from --.,

,

ie
8

22 we have had them in all levels, ffankly, e::copt the 1cuect j

i
level of ratoc. I23

iC 3
|V In our Laval 2 area va have had to appealg j

. .

pulation '

|ordinances thora, which is the co2=
{ ,

,

'

I-

.
-

l.__ ! '
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1
1 grouping from 20,000 to 100,000. ;

i
i

] 2 We have alco had to appeal ordincncan in tha |

3 grouping frca 1000 to 20,000,
e

-' 4 MR. SMIT' : So tha result, than, has h en |d
_.

.

5 uniform ratos?-

.

6 THE UITNESS: Within thosa population gronp.4nga
2

7 that I Icontiencd, yes, sir.

8 MR. SMITH: So tha legislativa authority of th:.

9 co.nunity ulti:nately has ha.d no offcct, then Upoin the f
i
.

10 raten? (
!

I
11 THE WITNESS: Ccrtainly yoc, it has. It has h".d :

I

i
12 considerable effect because those ratec are negotiataf. I

i.''
Obviously wo would preic:; not to have, . cay,. 70 diffcreah ratcrj13, s,

,

t

14 to try to adainister. ,So Uc try very hard to convinca !.
!-

15 those co m,unitiec that whatever coct evid.nce that ua nr.v.s I
;

I

16 procented represents the cost of serving all of thocn
|

!

cornunitioa.
|17

18 But, really, hay have a considerable offcct on

the rates.10

i

,,
20 CHAIICGN RIGLER: Wall, you j uct told Mr. Smith

1
that rates were uniform. You didn't really 1:acn Sch. S2 '

2;

g naant they tend toward uniformity becauce' of you- aps.21-

I
t

ability to go to the PUCO, but in fact I thought ycu jue sciq23

|O a :ninute ago there were slight variances.
O d,

'THE UITNESS: There are slight variencoc cniv !25 -

1

I
l 1

| |
i '4

|
d
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1 b :auce perh ps cona of then would chcoca te not pena the
. . .

b 2 .rarticular ordinance 1:e 'f 16 we could justify.
3 CHARIMAN RIGLOR: If thar cuna cloce, ycu .cou.M

!
i

4 decide whsther er not to appeal it or live with it for c
a

-

^

U lictie while while you continued to negotiate?
6 THE WITMESS: That is drua.,

.

.

7 MR. S2iITH: In each instance it is a tecporary

8 variance or you persuaded the co:cnunity to accept ycur

9 reco:r. ended rato or you have been succascful in imposing $0

to unifonn rato upon classes?

11 MR. STEVEN BERG 2R: I take e::engtion to tha uno

12 of the word " imposing." -

,

\
s __ < 13 MR. SMITH: Having imposed.

.

18 14

15
.

16

17

18

19

- 20

21
L.

.

1

I.

23
{c '

24'

.

25

.
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1 "'HE UIT2!E3S: ?Ta try for tr.iferrcity Giuhia |

bwl
.(3/ 3 the claccas, beccuso we feel that occ'1 of th cc.nzanicias |

*

.

I,

3 that fall within that particular loval ought to hava the !
- 1

i4 scme rate.
|

,

_ , .

~

5 We .try very hard to convince them that the

6 rato shculd be the sam 2.
>

.7 MR. SMITH: Ultimately you either

8 succeed in convincing them or you provcil in getting a

9 uniform rate established?
,

i10 THE WITNESS: As a matter of fact, in our last -
!
!

If not our last, our ne:ct to the last rote:d.of negotiaticIm !
,

i
12 with the group of communities frcm 1,000 to 20,000 !

-
.,

U 13 population, there were si:t communities that refuccd to pacc thc,'
t

14 crdinance. Uo didn't appeal any of these. We let then atcy {

'3' cn that rate until the no:ct round of negotiaticns. |1

!
i

16 We always have that choice of whether or not wo I
s i

17 can go through the Commission and get the rate changed, j

18 or whether we can convince them that they should pacs the
t

i
19 ord' nance.

'

. 20 BY MR. ~ STEVEN BERGER: |
t

21 O Ubich communities are ordinanca comr.unitice j
,

1

22 and which corc=unitics are nonordincnce cor.ununities? I
i

23 A. When I refer to ordincnca cercnninity,I ua !,

A |ti a referring to these uhich establich ordinances, establishing
|

25 the rates.
.

,

t,

*
*

$I
,,

1 *
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tw2 Ie G Doc 0 c'.ary carr. unity have a right tc. do co? :
I i

,

b 2 A I: vary incorporated co.a.unitj 6en. ~ I

!.,

O G We are talhing chout wha': uf.:.s plc.ca vi.= me.

I !,

4 company determines there is a need for increr. sad re- anuac |
'

t

5 and, theuefore, steps should be tahon to incres ic thef.x |
- ,

!
'

6 rates. And those are times, of courca, cf increasing
-

7 rates. What wouldhappon, though, if the company date.nained |
e

8 tiiero should be a decrease in ratss?

9 A. Wall ~~ , Are yoh telhing about the Fublic |

|
10 Utility Commission fired rates? -

11 0 Yes.

12 A The present statute indicates that if the
,

>
_.

1 company chooses to reduce rates, those ruteo Iray be filed 'f13 g
1.

14 with the Cort:ission, and they go into effcet ab whatavar !

1-

i

15 time the company indicctes they should go into offcot. |

16 4 Since 1965, have there been decreases? ,

i

17 A Yes, we have had some decreases in ratas. i
!

l

T8 We have had decreases in the latter part of the 60s, J

19 around '65, '67, 69. Thoreabouts.
1

I

20 I believe if I remember correctly, na have !
i
5

21 had three general decreases in rates dwiing that pair |
-

~

|
22 period of time. ;

f

23 G Let's =ee if ue can focus in on industrici

q
V 24 rates, Mr. Wilson. H0u, if at all, are the increa:cc

i
.

25 that are sought by the company for rates to their i
:
.

.

'

i
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.

. industrial cuatcrors truted the caza er dif2arantly ,

(
, i *

V 2 h from uhat on just d2scribad with regard no S.a ardinanca !J
l

j3 and nonordinance cases?

4 L The communities hava the right to regt.'. lata f,

I
r go

4 industrial rates the same as resid'antial and com2rcici '|
:

6 rages.
. .

7i However, they have chcsen not to do so. Imd so ;

i
0 '

inductraial ratec have traditionally at t5 c company br.en !t
I

9' fixed by the Public Utilities Co:rrd.ccion.
I

l'
10 g Si.nce 1965, Mr. Uilson,ewhat increasen ha'; .I

!

11 Chio Edison sought' in its retail rctor? !
l
.

12 A We have had two general love 1c of incroccao ' !
(

.

'./ 13 from 1965 to date. We actually htvo additiencl cz.se.,
.

3

f

|.-

14 filed. But the rates have been incrocced triica binca
.

I.

15 1965, to the best of my recollectien, {
t

IG G And the case you just most rhcontly filed .

17 even if the new law is passed,. will be governed by thi2
'

10 old statute, present statute, orcuse me? ' ' - - '-

e

ES9 19

,

20.

21 !
'

> t
P

e

f

.

.O >

V 24
.

|
.

. > - i
e=J

I
.

g
.

f -
. :i
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i

10 1 A We ha're a cane filed wh.".:n i t:Inica residential,<

i.
IQ 2 ee:m :cff1, no.t-crdinance and industrial ratos, .:hich van

3 filed p.ior to January 1, 1975, cc the old ctatute will g',

4
_

ho used in determining the level of M osa ratas.

5 We have a case filedfor the A lovel I
-

I

i6 comunities, which in the louest level I have talhaf. about '

,

7 and vith which we cre" presently negotiating as to rates.
,

8 It will bo detercined-if f.n fact the Conaiscica *

9 does determine, fi:: tha ratec, it vill be datermineG undar tho'
to old statute.

11 However, we do have another case filed thac

12 was filed in March of this year with referenca to anath2r

i ts group of ccmunities that will be fi:.ed und:.r the new Ir.w.-

14\ MR. STEMM 3ERGER: I would like tc hava narkc3

for identification as Appliccac's Exhibit 163, .lG4 and 1G515

16 cpinions and orders of the Public Utilities Corni:;0 ion of
!

17 Ohio. '

.

18 163 would b3 Docket Number 71-233-Y.

19 Appliccnts 154 would bc Cace Number 3C300.
I

. 20 Applicants 165 would be Consolidated Case
#

21 liumbers 73-509-Y, 73-510-Y and 73-847-Y.
|
!-

(The documents referrod to uare m rh d,22

:

23 Applicanta E: ibits (0:2) 153, 1G.; ca.d',
Ih 24 165 recractivn?.y for identificcticn.: !
.

'

e
i
!

a,~
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:
:

.1 BY IG. ST."VBU BI'ECER: !

O
V 2 Q Hr. Wilcon, do these rcpresent the ori.nz:; and i

opinion of the public utility cosmicsica since 1555 invol i ng |3

|4 increacas in retail rates by Chic Edicen Company? g

t>

5 A Ybs, sir.

6 0 Could you describe startihg uith Applicant'c j>.

i
i7 Erhibit 163 which is case Numbcr 71-233-Y?
|
m

8 A Yoc, sir, Cace Nurber 71-233-Y was a cace fil-::d

9 with reference to fixing the racidential and cos:arcial

10 rates in our non-ordinance area.

11 As I recall the test period'in the care wuc
'

i

12 twelve months ending June 30 of .1970.
m
",

It would have been filed probably in early j13
,

!
,

14 or parhaps mid-year 1971. ;
-

15 This decision was rendered and the rr.tos bacuu:

16 offectivo in I believe it was May of 1973. .

37 Q Hearings woro held /

18 A Yes, sir.
,

l

19 Q Wac the increase sought by the company grantad in j
; 1~

all respects? I20
.

1
.

A Yes, cri. In thic pc.rticular case we were able ! |21
i .

-

|t

22 to justify the leal of the propaced ratec that -to ' filed.
f |

23 Q Turning now to Ccss No. 36C98, could you tall uc |
J l

a what rates were involved here? i

A Thece were industrial ratoc.2a-
t .

!
- t



_ _ _ _ _ _ _ _ _

.-

jen l',02E
*

Q And i:n.t- the incrc:.sc cou,ght by t!.o corparc \ ,-
'

.

) grantcd by the Co raiacien? .#-
,,

,

|,

A Ho,.it una not.
.* .

:

|
4 We h_d, as I recall,in this enca for an !

3 incrocso of about 9 percent, and the increase ns cut in
:

C half. We really caly got 4.5 porcont.
- .

7 Q Lastly, uhich is Applicanto 153, Consolide.ted

S Case Nos. 73-509-Y, 73-510-Y and 73-347-Yi would you tell
9 us about that order and what it reflecta in torns of

10 changes in 03 rates?

11 A .Yos, cir. , face Nunbar 73-509-Y involv2d our i

|12 industrial customern. It would hs the str.e custenarn i
i

13 involved in the prior cace that I mantionad.

14 Q Was the increc r,c you cought thera granted in f
i

15 all respectc? {
*

>
'
.

0 16 -

|
5

.
t

i

la I

19

i
20 j

~
.

11 t
6

-
I,,

-

,

'

,Oh'

y .
-

|L' t i
!

$$ 4

.$

t

! |
-

|
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1

L As a m:.htar cf 2act, bccau3e cf the procaduro 1

Sil 1 .

m bwl used by the Corriscion in fi:'.ing the rata of raturn, .-11 - ?,

Ix.) 2 !

of these cases were heard at once, and they fixed a rate of j
3'

return which required us to reduc 2 the levnl os: $
'4

'the .arcu.cced industrial rates. ,

5 i

With mferenea to 73-510-Y t'.at particular case |

6 |
involved the re sidenti,al and cornercial ' customers in the'

S

>

7
.

!
,

f
ncnordinance area and, because of this levelining of the

C
l

rate of retum, again, we actually received more revenue ,

!
*

9
~ ' ' '

'than we asked for in that particular ccse. |
10

Thern us a slight increase in the prcposed
.

ratos. Case Number 73-8 O-Y involved communitics in the
12 .,

7 pcpulation level frca 1,000 to 20,000 which chece not i
'

I
a 13 |

to fi:: the rates by ordinance. i
!

-

|14 >

So we simply filed a case with the Cc:imd.ssion' '

*
15

and the ccamission treated the ccre the Graa as any other
.

16
|'CCSC. ,

17 !
This was the order thct was issued in that cacc. ,

,

10 i
The rates to those communitics vero reduced, beccuse of

19 .

this levelic: Lng of the rate of return in the three
.

20 i,,

cases. ;

21 !

I should pcint out thab subecquent to the filing ;,

22
of theco casos, it became necessary for the corrpeny to

.

23 i'filo for an omargency increase.
1 ,., I

. . .

24 i
Ac I mant:icned earlicr. we don't have a suspancion -

25 i
statute in Ohio at the present time. I

i
!,

t

,fl I

L.
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1

bw2 1 So that our reventaa vera cuch tiut w: hc6 !
i,

2{ a problem with selling first r.ortgage bonds to fincnca

) '
3 our conci.ructicnprogram. We had to ank fcr .in sc.Orgency |

-
.

!

{ 4 increase in the rates that were incicdad in tese til.a.c j
i

5 cases. !
-

6 We had that hearing in chaut Octcher of 1974,

7 as I recall it.
,

8 And the Commission agreed with us that thern was {
l
i

9 an emergsney and they permitted us to put in effect i

10 approximately 61 parcent of the a.wot:nt of a6ditional )

|
11 revenuo that wo were acking for in .thosc three cacen and '

i

12 those emargency and temporary ratac beccnu cffactim in
,

I-

13 February of 1975.
O
v' 14 Then these three casce vere finally decida.. in

15 Nove=ber~of 1975 and the rates that 7:cre included in
.
>

16 thesac cases berena effective in January of 1976, .this '

.

17 year. 1

I

18 By the way, I juct recall that in talkinc I

:
i

19 about the new law, that is apparently going to boccan j
i

'

20 effectivo in Ohio with reference to rate banc deterninn,tien,
'

21 there is a suspensicn statute in that . nov law,
1

*

| 22 and we will be able or any company requesting new rotas '

23 will be able to put thcce rates into offee. nino conths

y after the filing date, if therches boca no action or
,

g' 25 decision by the Ccznission uithin that paried of tima. (
i
i
8

I

I
,

, .i
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bw3 1 0 Hou does that compare, again with the }

i

suspension statute in the IPC? I.o
o

&

A

) 3 A In FPC, the cuspencicn parica ic tirad fcr ;

I

4 the Conctission. I bola..wa the m'rin.u:n p :::ad iu fin :

. ,

5 months. But, as I under. tand it, ;.hera hr:Je cece rates

I'

put in within a day or so after the propcsed ?

6

effective date through the Federcl Fc"wr Canwicnion.
7 i

o
.

(
In Ohio we will have to weit nine conthc. j

0 -

N N RI E R: May I ask a Wdon on )
9

|
Exhibit 1637 |10

It is case nn hor 71-2334.-

1 :

If you turn to paga 2 under ravsnuss end I
'

12
i

excensee, and find the net inccme availchla frca fi:md 1
13 i

Q t

charges, we start with the cperating revsnuas and n::he f
#

-, 14
:

certain deductions which include ocaratica and maintenanco. '.15
?

H u does the PUC0 take into account the n_na;;cu mt)
16

efficiency of the company? Is there a wcy for them to
17 .

-'*7 U" " " " * " *# ""Y "U "
IG

I

or the company is' net being an aggressive compntitor 2nd;g
i

is not picking up all of the chsacas to pick up inco:ca that i::
20 ,

,

Iuld?
- 21

I

THE WITN2SS: Under the old or presant' statute

-O I den e serieve ehere is any specific lai guage that relates eb
23 . g

co=pany efficiencf' , 'Ihcre arc proviciens in t'.e ne

,
i law which relate directly to cc :.pany cffi- icacy t'

3
25 i ,

I.
!
e

f

i I

l'
,

!

.
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;

,1 ,The Comicaicn is authorized te e::ani.nc the ;
;

. i- !(j 2 cc:cpany from an efficienc7 standocint in the ncu law. i i
,

-

! (

3 Under the old la'.; there is no reason I >:nc:. or !
-

bw4 '

; 4 why the Co:nd.ssicn could not have nr.de the same deternd. nation i.s
--

i
- 5 It is t'leir prerogative to fix rac'as. !

'

ESll
6 I wocid certainly feel that within thic

4
o

.

7 jurisdiction, they would have had the right to c:mine
i

!O the company from an efficien.cy standpoint even under the !
I

9 old lmi. I
I

i.
10

11 *

.

I
12 -i

!

13-

14 'f,

15 .

'
,

16 1-

t

I
17

.

18

19
.

20 f
i
i

21 !
.

-

p

22 f
| l

23 |

h 24 - [
,,

.I
i

f.
5,..

. *

t 1
-

* *
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i

12 * CHAIriu RIGLI,n: . You daa't rcuall tEsir having
I

2/ deze so? i

3 TE2 1. TEE''S : I don't rcc ll cny spacifi.; u.::n ._1.cc

4
.

in any of our staff reports .regarding company afficisnr:y. |

I would Iaxpect maybc. that ery cramination that wts denu i:.-5

6 that light would probchly ha'te related more to the chc. cotar
p

7 of the service ua were providing.

8 If we were providing poor service, fcr insta.nca

9 and ua were to go in for a rai:o incraare, I trould think that

to that would definitaly bc tahon into ccncideration.

I11 However, I don't really, in rscalling the ccco3

12 that we have had dacided, I dpn't have any recolloc.: ion that
-

(s) 13 the Commission specifically mantioned officiency.

14 CHAIENAN P.IGI.En: How about lack of use of

i
15 coxipetitivo opportunitiec? In othcr words, suppoca t!n ccrpad

i

16 had a chance to make more incema on itc procent plant by |

17 competing for additional customars or ' offering new carvices c

16 comoi Mng of that nature, and it bypassed or noglected those

19 opportunities?

e

I
. . . 20 THE WITNESS: I don't reccll in tinac pact that'
1
|

| 21 the Cocaission 'has ever commented on that aspect of thu
~

company's business.22

However, I think it is certainly gencrclly .tno::a23 >

'm
f i 24 that up until the last tro or three years tha ecmpanica.c

1

25 ware trying as best thcy could to make use, mthe marinum

.

4



L

jon2 2.1 , N 2 j,

I use of the fccilitics that in have insta.'. led.1
,

2 Ecu;ver, ne I thi ..'c era.v,f ona kn:rr ,- in tl'.u

3 lasc few years the tide has turned cnd w2 ar: locking
'

.

4 more toward conservation of onergy nou than wa Ucro,

5 trying to sell encrgy befora --

6 MR. SMITH: To what extent hazi the Conutici; ion
,

.

7 loched to th: n rformanes of other utilities in daterr.inin.g

8 uhethor you? - '2d rate is reaconchlo?.

9 THE WITTdSS: Wcil, it in very difficult 1:0 i
- lg.

10 compara rates of utilities and so far as I know there is no 1

11 direct comparicon made by the Cor.micsion when they c::e ;
i

12 fixing ratas for a particular utility,
n

,

'v 13 Eates should b based'.upon cost of earvice.
. .-

14 So that they look to your cost of servico.-'

;

i
15 I!crever, I hava no dcubt that in ennuining c13. I

'1G of the other utilities they cortainly have in reind the

17 general level of rates in the State of Ohio.

18 MR.. STEVEN BERG 2R: Just so that it is clear, t
I

19 you started thic discuscien with Ir_r. Wilson by' inquiring I

|
I

i 20. into management officiency,.I think was the phrace that
|

21 you used, and Mr. Wilcon accepted that and I have no problea
-

.

22 with Mr. Wilcon accepting that, but I would like to hnvc it
|

!

23 clear ac to what you reant uhen you caid nanege:aant officianzj
- r

3 and that ::r. Ullson u-dcrctood what you necnt by mzr.acenentv
.

efficiency.25

.

.
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-

1
!

CIIAIRC.T;! RICE.E": I ::ar, talking g n.erall:| in '
i

2 torne of incpt managtm-ans opc: ?. tin.' the cc- f rny c.t 2 I'.W:. j
;

3 oporr.tica and cc.intcn .nca 1:rcOl th:2 5:vnid 1: ':cs 0 w... .c .
t

4 MR. STEVEN SERGER: Arc you opochin(J in berms of l

5 incurring c::pances that f20 Cocaission might do::ercinn --

6 CZAIR'iAN RIGLER: That's right- Ha'r.ing tro
.

7 computcra inctond of one, for enanpla, becauco they bov.ght
8 an' c::tra ec=puter they didn't necd. Envir.ig too 7:7.ny Fccpic

9 on the payroll who are cithing around inic and t:ut cor:

10 of thing.

11 BY IGl. STEVEN LEnGER:

12 Q The Co=niscion evaluates the kind of
( ' 13 erpenses the company incurs and the reaconablenoca of thocau

14 expenses, is that correct?
.

.

I
15 A That's correct. ',

!2 16

17

18
s
i

19 5

20

21

2':

I
o-M

n

s-*

25 1

.

( .

__ _ _
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|
S13 .(L CEAIRIi?Ci RIGLER: Mr. Smith pointOS up :o :.'e

{bwl' 8 l
'

s o
!' th:t in Applicants ?nhibit 165 if wa turn to pngo'S. at

I

the 1otten of'tha first pcr:grrp, i tated thet th Co rdusicr.
~

canuc(,.censistantwith 4909.05, navised Code, arbitra::ily4
i

- reduce Acolicant's rate bcse :r.arely because Applicani:o: 1
S

--

'
:

property is not as uroful as i't. might be.
6 .

'o .

Does that indicat3 that the Conmiscien is not
7

.
'
,

empowered to 1cok into management efficiencies?

TIN WITNESS: No, I don't think it doss.
9

s-
That particular ctatenant refers to som of cur la: gor

|

units which were notcparcting sc succoasfully cr as often i11 '
.

as we would like them to, and the Ccmmission felt that they
12 '

,

<R r

ought to.' i

13 !
'

*
:

They felt in that particular tech ye,'r th.:re -

14 '

.

should have been sc:ce adjustr. ant in [cuz e:rgensac, bbaauce'
,is

15 -

of the relatively poor operation of those unita., .!
16 . - :

'

THERP CHAIMi'LN P.IGT2R: It deems to me thfth "_.o'S
17 -

-_ . .
1

overriding intervencrc' objections that that should hwm ',
18 '.

r!IEDZ
~

been a facecr. They said they did not have the authorii:y |BED 19
i

to look into that. j
20 r .> ."

:

" * ~
,

THEY WITITESS:
21 In this pafticular coce they f

-

,
,

.~

were talking about rate base, which in the valua of the
22 ;

i

unitu. They hava the right to adjust c: menses r.nd h'.- |23 -
'

m i I

did adjust e:concos. Ac far as 'the vclus of the property, i

,
,

us p,

I .
e

what he is saying here is simply if we own the prcperty, ! !| 25 '

'
.

,

}|.
n - :

i
11 - :;
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*

;
i
Iand it is there for a purpoco, they value it for

,
i,

s

a 2. uhatev2r purpcc,e it is isten-nad. I

I
3 .} CHAIRMAN RIGLER: Even thong'a it in cittir.g j

t

4 idle or not being utiliced - even though you are burning
.

oil, let's say, instead of coal or cperating your nuclear5 *

6 plant? t
r

.

,

l.

7 THE WITNESS: Yes. The property is valued at its !

- 0 going value, regardless of hcw it is being usec. 1
1
,

g However, in this particular case, whenever the us.ii
'

k0 was not operating, we had to purchase pavor, for instence, <

4

i

j; that would replace the powcr that could have been generatz.O
i

12 by thatunit. i
>;

1,-

'_ They felt that there should hava been cor:333_

1

14 adjustment in those erpenses to rnire the level of the use .|
'

t

15 f the unit to'what otPer unita of cirilar size had expericnce:
,

I
t

16 in the City. j
g We did make an adjustnent to do that.

t
.

18 But there was no adjustment in the value of !-
-

t

19 the proporty, which is the rato base aspect of 'the- p;:cparty. f
1,

! Qug Intervanors in that caso indicated there
s

:

21 should be adjustment in this value, but the Comriscien I

r
! felt they could not do so in thin case..a.

.

1
LU(. REYMOLDS: It Right help you to put ist.t i2a,

\,,.

q
W< 1 sentonca in context, if you road page 4 under the hatc3.ng,,

$,

,

rate base, specifically with reference to the second parcer pi:g

.
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lign36

i

bw3 1 ''
frem the bottem of the page. The second paragraph u-) from

, ,

N'- 2' |i the bottcm of the page. i
I3

If you read that, carry 3_ng te r to pqia 5, thop

'\ t
maybe' in the ccMaxt, it would be a little eccier tc undo" - [

. a

stand what it. Wilson is caying.

6
MR SMITH: I rund that, and I recd it that-

7
the land or the facilitics clair.ed in the rete base

0 . .

have to be used, but they ccnnot second-guess the

O
'

efficiency of the use of it. '

10
MR. STEVEN BERGER: Except cs to e:Qancer,. ,

I11
HR. SMITH: Except as to expensas. Okcy. . -

|
!

i12
"2 int is his answer, I think. -

|
t

' '
' i3

BY MR. STEVEU BERGER: !
'

. .

14 1-

G Mr. iiilson, the presently pending caso at ;
'

* 1

15~ .

the PUCO asking for incrocca in the cor.pany'c retail ::aten, .

!,
16 "

includes what in the way of a request for increase in

$17 iindustrial rates? -

f
18

When I say, "what," I maan what is the order of

10 . '' :
the ~ magnitude sought in indus trial rates? j

.

20
A. The present increase in industrial rates that

21 i

-

ic presently pending is chout "?O- percent. #,

1

22
MR. STEVEU DERGER: I would like to r. nova C2e :

.

23
admission of Applicants 163, 164 and 165.

O
I object to Applicant 155, in that|O' 24 MR. HJELMPELT: |

.

95 3

it is not -- I don't believe it can be fully understood ;
"

;
0

. %

.

.-
.
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.r.e 4 !
.

!

I[t *tithout the Secretc.-.y's Scport of Invcstigation thich ;
i

, -

' i;, ;'
'~' 2' a frequent places in the opinicn,raZarances are made

3 to discussions, matters contained in the Sacratary:s *

i'

4 report and they are not summarized or set ferth in the
i.

5' opinica itself.
.

.

,

! 6

i

6 For example, on page.10 they ' talk chout in. !,

_
.

7 the first paragraph staff's allocation allocation

0 calculation as being discussed in the Secretary's rencrt.
.

'/9 ;is don't kno'.r what those are.
,/

'

.

'

. .
- ;

10 I find the same thing, I believa, in the accond '

.

11 full paragraph on that page.
,

12 h have referenced not to the Secretary *s
t '

\
- 13 * F4 port, but referencss to other methodologies which aro

.

14 not set forth here, so wo don' t reelly hncu uhat the

15 Commissicn is considering.

16 That refers to SecIctary's Rcport,pcga GO,
.

17 Secretary'::s Report, page 42
i.

~ ~ ~
18 -CHAIPRAN RIGLER: Arc we being asked to accept i

19 the exhibit for the truth of the matter contained therain?
'

20 MR. STEVEN BERGBR: Yes. It is also a report of

21 the opinion that the Board can take judicitl notice of.
-

s
i

22 I'm not of a mind to keep from the Board'
d

23 anything that they are desirous of having for further iA, <

r1
3" 25 ir understanding in this area.

,'.

25 If the Ecurd daterr.ines it ic necessary co

,.
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bw5 i ( to produce the Secrctary'c naport.

.) n,
-

BY Mn. GTEWU E2RCR:
1 .

I '

3 G Mr. Wilscr., her Icng is the Oc.cr.i2 cry a
!

4' Report? [

A. ' One of the Sacrotary o Reports is quite |
'

5 *
s
:

0 thich, because it also includos ordincnce cppeals th:t ',
i-

!

7 h were pending at the scue tilc.s those cz.scs werc ;
i

a decided, j
!

g Ecwever, they will not ha need cn part of tllo f
decision in thcce ordincace appeals. |

'

to
.

IIt is about, I wou'id guess, al!ccat a half inch ;39
I
i

thick. IT P.

.|

- la, The other two reports are prebably 75, 30
::|

*

.|pages long. !74

CIIAIRLiMT RIGLER: Do you hav2 those rn oru5 .

1 '

t

available? i
1G ;

1

ITIIB WIT!!ESS: They are available at tw office.
17 -

t

:

fa I don't have them uith me.
t

CHAIRMAN RIGLER: Make ccpics avcilable tojg .

t.

Mr. Hjelmfalt. |20-

i ,

' !
In' the interval, however, I wi.ll ovar2.clo :

,
1

14 -

I i~

the chjection. | I22

tie will roccive into evidenca J.pplicants
t

9 E::hibita 163, 164, 165. !
J 24 i

,

1

And let's tche a ten minute break. '

:
*

g .

j N .' -
i.

i 5 .
.i,

*
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I

~14 i '! B'i MR. S'.CV2t? 3EEC3R- -w
-) !!. !

v

Q Mr.'Wilsen, if the ce?. pan: deternines to scek !1|2
i

i i

3| an incranca in its wholocale tras, coula you orcclinz 20: :

?.

,
uc in a similar fashion ae you did with re?:rd to retail I4

ratos the ctops that tha ec.._any tics in order to '. ring5 r
,

.

6 such an increnco into,effect at' tha whc1'o:Jale level?"

7 A Yes, sir.
.

t

8 When va decide that we n206 an it.crcase in j
i
I

9 municipal ratos, municipal cholosale ratcc, uO again 1cch
,

.

t

10 to thc regulationc of FPC to determine the periods that Uill !.
I
I

-

be involved in the test period..11 t

t.

1; Ac a matter of fact, there arc two !
!
.

13 periods involved in Federal Power Ccunicsion caces, a |

14 period one, which relatec to actual data and a period two !

;5 which relates to a future test period.

16 The second perio'd is the period us3d in tcutinii

17 the rates.

18 So, having determined what we will uca'for

le Period one, the actual data period, and period tico, &c ftture

20 test period, and I' might add that that futuro period can begin

|
'

- 21 no lator than the proposed effectivo date of the ratIs, as .I

22 recall the regulations -- having determined thenc ,.

i,.

1
I

o! 23 periods, we act about putting together'tha varior.3 c:hibita
<

v

2e that are called for in the FPC regnictiona vidi refc.x:aca ..c.

I
*

25 filing a caso.

I i
1 .
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4
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3 on.~.
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..

1 There is a cort of carvice ctndj reruirc1. bat ~:
.

>

v E as to une cicas. of bu:;inacc t idca. stucly a:d alec tha c_n:c -

g
'

i
3 servico -- a comparieen with the coct of .;crvic:- for tha r.at

4 of the company or the total company.
O

5 Thora are many and varied e::hibits that a::2 I

6 prepared, a balanco ' sheet, ta :cc, deprc::iation, plant.

.

7 invect;nent.

8 As I menticnad, the coct allocation, a dateri..:2- '

.

9 tion of the fu21 adjustment baso. .

~

|
10 These cattors ta':e many months -- cr, 2ct many

11 months -- I would guess it probabl?! takas un ci:: months to
.

12 put together an F?C case.
-1

.

Having put together the various enhi!-itu tt:at o.re 1
", .

13 .
.

14 re 9:rred to in the regulaticas, t.a than file th:> cn:;.%

15 Q Is there a requirement for a hearir.~ c.i. =c.he .
.

16 Fcderal Foucr Cc miccion whon an incroac.: ic co.tght by th,

17 company?
.

10 A Wall, I think there would be a hsaring. I

19 think thera is a rsquirement for a hearing if tha case wer=

~

to proceed entirely through the Federal Power Cczaicaion. 120

21 However, ac with our last municipal cnca, there:

22 are ticco when tha parties enter into nzgotiatione and if
1

23 thay can agree upca cettic=nt raten uhich are fin:J.ly is ,
t .., e

24 approved by the Ccr. mission, thun there would be no henrint, |
''

, 1

25 Testimony would be cuhnitted. In FPC cczes all
.

.



- - . __ . _ _ _ ___ .

| 11,042
jon3 ;

. 4
' i

f1

/|
of the tcctimony is cukmittccI in advanca so that tha

|
s

d 2 cc.riccy:c dircet caca fould h put in regardic..J.
.
.l

3 Q Thatic part of .:hct you propni;a in-houca 1. -ifa:ta 1

. |

4 you actually make your filing sith the Podcral Potter
.

5- Commission?

6 A Yes.
, .

7 Q Since 1965, what changes have the.a been citnrr

6 in incroaces or decreases in your uholesala ratac?

9 A As I recall, we had a dacrea00 in R.nni.:ipal t;h.:1.a -
e
i'

to cale ratec in 1965. I believe it becem effectivo in .daont

'

11 October of''65. That uas a negotiated increase or dar:rcact;,

12 As a mattor of fact, I believe it i:ss jn::t
s

f

f 13 prior to that that the Fcdsral Power Consiscion took -

I

14 i jura.cdiction over municipal rasale rates. Then'sca hn6. an !

15 increace in municipal rates in 1972. It becam cf5 active

16 in SGPtember of '72. *

17 Then we have a caso currently pending that the

18 rates become effective in September of '75. They are now

gg baing collected cubject to refund upon finni

conclucion 'of that case.20

85 21 Q By the way, Mr. Wilson, in connection t;ith tha
,

22 toct recOnt filing that you mada with the Fadcral Scua- .

23 Ccamission for na inc maca in your wholcscle raios, did you
A .

V include in that filing a 5 ate for the providing of cc: vice24

at 138 kv?25

.

.] t-
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1 Ijon1
j! '

A 'Icc , va did. Wh9n va filc ti.oro r.t. W 1, i

|
[) 2 cc I mentlened earlier, ^.he w2c h .pcricC for tr../t.'.ng ,!-

13 the lov:1 of the ra::cc fi:=d with tha rednrul 201c4.: 1
I

4 .i

-
Ccrniccion is en advanced tcat period. So that w M.d '

. !
5-

selected a period that ran from July of 1975 thrersh aune of !
6 1976.

,

7 At the ti m 1:c worc developing this date.'.:u

8 felt that the City of Nilec ?:ould be taking cc:vico e.t
9 133 kv during that period. I_'.d. in fr.ct', wa ham includeC

10 them in the case as 133 kv for the first six months ~

11 of 1976.

12 So wa did file we r.eadad to file ac t.
-

Ipt t of thoco rates an adjust cut, a ridor, uhatcvar you !
13

-

3

1
14 vant to call it, with reference to 130 hv cei.vic.s. I

15 As a mattor of fcet, what it ic is = di:,:/ennt
i

16 from the rate.

17 0 What is the magnitude of that discount?

18 A Five porcent.

19 Q What is thoro noti in che way of municipal

20 custer.ers presently receiving carvica at 139 kv?

21 A There are no custcr.ars precent:1y receit/ir.r
~

servica. I believe we have signed or are in tha prccwc of22

23 cigning a letter of intent with Miles to take enrvic 2 nt |

@ fy 138 kv.
_

!

25 CIIAIFJIAN RIGTER: When you cay a 5 percar.t l
I

.

. |-
9

^
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' diccannt, a 5 perccat diccourt frca ;h;.t? j
.

,

i-

9(N I~j THE "IC.325:- .?rca the ::.'. cent c c.lcul'.tod '.nc.or -

!.,

0 the rate, i.'a would calculato the c;.unnit eni?:: t h a r :'.r.. !
.

4 encluding the full adjustment and givo theT. c. 5 percant
5 discotut from that c.nount fe,r taking servica at 130 !c .-

6 BY MR. STEVEN 22nGER- ,

,

Are tho [ates that are chargcd to UMlesn127 Q

8 cuctomers identical in the scuce that the chariac reficcbol
9 in the rcte cchedulos are the came fer all municignlinica?

10 A Depending upon the service level. He havn two
11 nunicipal roscle ratos. Cna at the primary loval and anotaer

12 at the transmission level.
._

13
,

Q Is there a demand char-.7 and an enorr.iy

14 chargo associated with the charging of ratec?

15 A Yes, sir.
-

I~

-16 Q Both at the rotail and wholocale leval? f
a

17 A Yes, sir.

18 Well, with respect to retail ratesy in our

19 particular case s.e do have a domand relationship aven in our .
1

.
20 residential rates.

21 However, in many cacco the Scac.nc2 componert of
|
1~

22 coat is prorated over the enorgy blocke co that if a parso. i
f

>

23 cces through the energy bloc: ac he ic not only paying his

]') 24 energy and customar chrgos, he ic also paying hic d*s.2nd

25 related chargou. Not as a separato coverage.

.
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|
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|

\
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,

1 .

1 I
i r.c.iavor, in many.of our rnto: '72 60 hr.u c *

. I

|
2 cynrata chr.r;-) for d_ .nal and a s;p;rais c:' : -f r ior CI.J,rT ~. i

$
5 0 Uhen the cctpcny ic in tha procacs Of

4 devoleping tha in-housa material neccccary in crdar 'c.o
.

.

S bring about an increaca in the ratec at either ti.e ratnil

6 level or the V:holesale icycl, dooc the cor:peny in cay way |,

:

7 comparc' or look to the - if we are talking abou!: retc.il, Cu

8 level of tha uholesale rate in determining the c.pprcpriatc

9 level of the retail rato?

.

to A Mo, sir.
9

11 0 If you ara at that point uh2rc yoc ara

12 dctormining what caterial chould be preparad an you ere in2

13 the procacc of preparing a cace for filing with che itdcrr.'.'

y Pcwer Comiculon, dces' the cerpany la any vay,1c02 to ':ha

15 leval of retail ratec, more rur.:iculariv indcutri:1 in- -

,

Ii

., o- deto ninine, tha ap.uronriato level of the wholecale rat :?
|'-

.

I

A No, sir. Our ratec,incofar no un can m:':c thca, j17
9

|

L5 arc baccd on coat of service.
|18
|

L6 Obvioucly there would be no point in cahirg39

20 cuch a comparison.

p 0 Mr. Wilcon, if cithar the Federal Dorar Ccm'.icrier.|
:
i

or Public Utilitica Ccamiccion of Ohio had th0 regul uory2., 1

i

recponcibility ovar both wh: locale ratas cnd inductric . rc. .:c i23
n .

I \

p would you expect the t;holocale rate to ha ~11cAar or icr:r i j
'

i
than tho industrial rata? I,,5

1
- t

1
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1

:1 A I would crpact it to b.: h5 yhcr for Y.~o r;r.c icval i
,

T
_

o:,.' .* 3rV2.c ? .
' to

!
.,| '

'

I.3 Q Why ic thrt?
.

4 A Becauco using a peak rcsponaibility co0t of
~

5 service allocatien, the tiholesale cuctcmar: hnd c hig2.er
6 peak responsibility th .t cur industrial cuctorarc.

.

7 Thors is chout a 99 percant contribution to tha

O company's syst2m peak by n".nicipal custonsra.

9 Q And by inductrial custcraurc?

10 A About 75 porcent.

11 Q Could'you enplain that for uc., plon;c, in narna

12 o f --

I./ 13 A I am talking chou'c the relationship of the non-- '

14 coincident d:m:nd and by noncoincident I netn the

15 custc=2rs' maximrn dama:. *:hich ic uced in billin[ fo:. tha I,

16 month -- the relatienchip of the sum of thosa nonec:".mldec.t
i
t

17 ,, demands to the contribution to the cyctem peak.
,,

18 I am saying that for the municipal custensra

jg thoro trould be approximr.tely a 99 percent contributior. !
i

20 to the company *s syctOn peak. |
*

|
,

21 The municipals tend to follow altoct exact.~.y |,

- ;

22 our load pattern cc that they contribute almcst dirtet?.y j
5

23 to the eccpeny's paak.

O t.?.2rcas tha ihdustrialc, if Ere vare ho c.7 tha24- .

n ncoincident demand of the industrials, the rolttionship25
!
,

I
-

| _ i
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1

i

.

1 bee.: con thoca dcrcnds ;n.:.ch ironid he uccd in billin, f. a
T

-i2
. . ./ th dmcad contributica of theco castrun. ct th - cy . ca

.

3 pod would caly be cbcut 75 percccc. |
-

.

4 That mean<s when you; ara allocating der.:and--
'

5 ,

related costs which may represent -- it' used to repramat i
e

:6 about 60 percent of your total cost to s-a,rve a class, but '
.

f
?7 because of the fcct that coal has been going up so much, !

G ;

the energy component hac tabut on a cara significant ra:-t '

9 of the cost of cervice, so that I uould espact that tlca
10 demand conponent of cost now would reorcaent co.orcrir!.tel.v_ (

e

11
.

450 porcoat of the total cost to serva a cuatemar. I

t

12 So that what I cm saying is because of thic i
:

w
I,' 13 demand relationship, necccsarily, the mrnicipal cute n:.uld !

.

e

14 be higher. 6'

I
s

!.

15 MR. SMITH: Mr. Wilson, to tha artent that a
!

,

wholocale customer were to recell to an' industrial c J.:. x= .:, |
16

17 won't that wholesale cuctozar's uso of powar approach o.r
t

18 be the same as the indur: trial use?
i

19 TEE WITUESS: Ucil, the ir. pact of any ind.t etri:1 1

:20 cuctorrr that a municipal may cerra would depend upon i e !

.'impacting of that customer's load upon the municipal'e lacq j

.

21
,

.

I22 ac billed to it by the utility. '

i23 Nou, thoro nay be var;f ng degrces of
|

i
-

-s
. . ,

,*) 24_ contribution to thatpcak load that they are built cn by i

!
25 tho industrial cuc<tomar depending upon hic operation. But I

,

I16 it vould impcct upon that bill.
|

*

- t
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S17 I! Hs.avar, it t' auld i:.pcut at a peint in tiu bill |..) bul , I iv

that where the charges would probably bc Icca thant it t.eulc ,4-
,

3 be necocsary for the municipal to 6.argo tha inductri .1 i

.i4-

custorsr.
.

5 It depc ds upon what rcts they mic;hh
i. 6 .

choose to charge the,inductrial custemor, 1

7 Mn. SMITH: I nean cs far as use of energy.,

O The extant that a nunicipal recalls to cn industrial
.

9 account.dcaan't that usa fall into the uana pattern $2t i
!

direct purchasers of induntrial pctier have? |10
|
t

11 THE WITNESS: It wouli hcv.2 cu offect on 9 a,.

,_
12 municipal's lond, but it depends on the cine of the

s

)
1~

13 industrial customar, as compared to the nunicipal lead. I
i
'

.
14 CHAITd4AU RIGLER: Acsuning this were the I

i

15 average customar, wouldn't it take it frca the 99 pero. nt
16 cnntribution to ped you mentioned for municipala,dm.m

,

17 closer to the 75 percent for industrials?

18 THE WITNESS: It would tend in that directi.:n.
19 Practically all of our municipals have a certain nun'ar of !

20 industrial customars already.
I

21 So thoro are n good many inductrial |
o
,

22 custcr2rs reflected in the loads of the municir.21c nl::: iv. I
i-

23 If thera vara not, their lead pattarn trouldn't be c.h:ut
|

_ j
v

24 cxactly the sc=a as curs. i

i

25 You coo, uhat I'm trying to Day is they are !
.
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cusior.ars and cc:mrcial custex2rs. Thcir load pr.tturn fc:.,.c.. ,
:! t4

very closaly to cur lead pattarn.
|

5 1
'

MB. SMITII: To the er. tent a rato cchedul: prmub
6

. a municipal from cerving industrial londo, then, those
7 inductrial loads cannot ba reflected in tha I

i
8 municipals' use?

9 THE WITUES3: I don't agree that there is

to any restrictions in our municipal rcta that vould
11 prchibit a nunicipal from calling' to an incustrial ecstona r.. i

J

12 MR STEVEN BERCER: Ilr. Smith, I think you hava.

''
s13 an e:dhibit in front of you thct we vill 50 going inte !
;

14 in tarna of the ability of a municipal custem r to c:apati
.

i

with Chio Edicen at enisting rate lovalc.. '

15 t

16 CHAIRZW! RIGLER: G2ich clcas of yourr
'17 customers operates at greater than 100 percent of y:ur

'

18 Peak load on this . coincident bacia?
19 THE WI'IUESS:

The mar.imum centributica d' icf

could have would be 100 perennt, if they wer.2 directly20

21 on peak.
.

22 CHAIIEEuI RIGLEn: There is conething I:n cct |
1,

23 undarctanding, becm:cc- yen told us the municiptic !%
4-1

o 24 operato at 99 percant. You have indust.--ials cpercting at
|

,

b

25 74 percent. Semething has to bring it bac': !

up, so ycu |
..

.
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bu31 get 100 perccat. i(i

\
''

~

2i THE WITNESS: Uhat I'm talking ecut is - 1. hat '
i

4

3 I'm saying is that the inductrial :1mimun dontncin j
i

4 that are used in billing, if ve te.ko that industrial -
:-

. ,

t5 those industrial custc. sera cnd determino schat 'deir ccnt'cibu - *

l
6 tion is to the system pec: at the tima of OSe c atem pcah,-

f

7 what I'm saying is the it: pact isn' t 100 parcont of
.

O that :.ansured loud. It is only 75 percent of it.

O CHAIRrJJi RIGU.:R: Can you skotedt that out en 19.a

10 blac': board behind you? Do we have no chc1k, our u.sual

li prcblem?

- 12 'CE 17ITNESS: I could, if us hEd cor.e chn.7'k..

-.)
.

13 CHAIRM.'.M RIGLER: ile will give you fiva ninucos

14 to perhaps make a chart, co that ue can all folic t you.

15 We will run it off and pacc it arounG ac en
.

16 exhibit.
,

17 (Recess.)

18

iES17 19
l

.

20

*

- 21
.

'

22
!
!
,

e^

c:
*

I24
!

l
25 !

.

.
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- a .a u .: w- . .. .. s , v. .
.

I
,

3 ('.The docurnt referrai to nas :T_2.:cd i
;

i
4 7.ppli.cnntc I:nhibit (03) 1GG 5

s
.

S for i6.entification.).
.

|'
6 BY ER. STEVZH DCP.C2n:

7 0 Mr. Wilcon, ::ill you daccribe ; hat ic ref2.act2d

8 on J.pplicants 1GG7

|

9 A Ubat A have tri:d to reprosant ca Eic Gnz:ing

., o is the conc 2pt of contribution to the company's s"stau .r:c:0:a .

.

11 by tho various claccca of ca.wice anc the cerrocyondin J

allocaticn of cost to thLt class bccause of %'tl a.,
..

13 contr!5ution to the cystcm peak.

In thia ucrticulc chart I he.ve i;iiiccted shaz11,. -

.

15 the co=p .ny paak is about 7 :00 p.:a., in the e ;cning. '.:hia la |
:

an ev.:ning peaking perica.gg

What I am caying is'at the.t tima, at th2 tina of
37

that company peak, the contribution of all of our induabrial
13 ,

customers ac represented by the inductrial linc ic cid.ygg

75 porcent of tho totc1 ceabincd packs of all of the20
.

inductrial customers.
1

,,

.

* For tho'municincia, I indicated that sinca thm^22 -

poah cp.urc::h:stely at the ccmc tinc cc the conn. an?. dcc:;,3, . .w
r.y
|

v that the relaticn hip betuces their contribution to thT

.

cyctem peak and the sum of their mu::inum demanda during the i. , _aa !
0

1
e<

fh *

.1
l
i
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jon
11,05'.' i

I1 billing period t.onld he v:ry m:ch the rnna. It *: auld bo C.^
'

.

I

2 W
Pv) perc nt of the rtt:a of thoco indi'riduil dra nc*c ccatri.:c.nir.: L'?
|'; the company pc h. 2
'

4 So the contributica of the tunicip51'custr.2r:
5 as related to their billing dctands or their r.v::iwrs dotar.J.; *

G during the conth, 99 percent of those m2::imun det-.ndo uculC
> .

7 be represented et the tino of the cycten peak.

8 iQcreas for our industrial cuctor.crs., tr.d on .

9- thic little chart I am i:rlicating the s'.na of .211 of or:

10 indsutrial custc= crc by thic onc line -- if we tecru to

7- sum all of the individual der. ands cf tha industrial
i

'

customerc, only 75 percent of that donc.nd would apper:12 at.

;g 'tho tima of the company's cyctcm peak.,

14 So that the allocation to thoco c1cacoc., if i--
;

!
15 in baced upon peak recponsibility, which ic tihat us uc 3 w.! :h.

16 the Federal Powcr Commission, than the contribution to th:;

37 systcm peak would be greater for the municipa.i.custo2 3r as

18 compared with an industrial customer. '

!gg CHAIM1AN P.IGLER: With recpect to the 02 nyctem, !

l
20 I understand this is a rough hcndrawn graph, hat wo".J.d tha

|
21 industrial load be substantially grcator at any pcried of cho

22 day as compared to the municipal load ca indicated on thic"

chart or graph?g

O, TIIE iTITNESS: iicll, inductrici custorcra and .:o24+

v

peak during tha day, around -

.

4

_ . . _

h
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.L . . .

i
!jon 1.1 : u ,:.
'

me

I
1 c - .v. ~. . . .,J m~ .. . . ., .., w. ; on, J .v,.. . . . . .

.. . n..w....,.~.,.,,. ---. 1.

. . - ,

1

J P. is tha inject:151 ler.d linc in f act s'9.r:: wi:11" '" - -

I.
I

3 tive;i the municipal load line at cny point On ch.: grcJ23 i
t

4 TEE WITNESS: Yea, it ic. Un h?.vc r.any :..c r3

5 industrial cuat:morc than we do municipal cuccinanrc a:x. in

6 fact the municipala ao fcr as kilowatt hour salen ara
.

,
7 'conccrnod ou".y reprenant about 5 percent of our total calos.

.

,8 ' t hcreas industrial reprocent about 40 parcant.

9 I don't pracisely know tho - I could toll yon

to if I had all my records here -- procicely the dacand centri?m '

11 tion.
I
i

12 Eut, yes, the industriale do contribute rc:ch I
_

) 13 tora to the systcm peak on a total becis.
_

s

I t, Of cource, thEt imuld be reflected'in th.i

.

15 coct of servico.
~

-

'IG You sse, our cyctem, if I c'an cr;.alz.in a liutic

1

17 bit about how the peak responsibility mothed uorks, et~ cys m|
i

18 the total dollarc we have invested in our cycten would ha

19 related to the company systen poch,

20 So that the rolationship of the municia.n.1 i |.

;

;

21 contribution at the tima of the 'cyc::cm pea't to tho !
'

-

.
,

1

22 Ohio Edicon system poc'c titd.I cur J.nvectr.cnt, total .cnpeL:c
.

'

23 invcc'.rc at, voidd thon'be the portien thtt '..*culd be allocacac; .
.

C ' .j \pj to those tunicipalc.- *

|
i

25 Sim4'arly, the caca thing with th2 induatriclc. |
1

. t.

" .!
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...

Ica w ., r- e..a i (J O *;
.

i

1 Whatoror the contributic:: of tha induct:-ic.1-s

l'V 2 cir s to tho system pcch, thz.t would be the c:llocation of |
3 thoce facilitics to tha industrial clacc.
4-

.

S
'

6
8 .

'

9

7

8

9
.

10

11

.

12

13
.

14
:

15
.

I
16 1

17

*
18

19

'
20

|
21 .

2
.
-

t
22

;
t

23 i
|
.
a

2:1 , e
'

.

I
,-

25 4
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I

1 ;. Houcrar., i: hen 2Ver you tehn thcca dollars and
1. , / l- ...

\.')
2 ep. _2d us.: ,:o the cur tos. ars ;a a rata hacin ,. S.an :

.

!.

we ara not t$tlhing about tne titta of die ny::.tcu pf. k. ,

3 s

Ua cre then talking about their iranirran bilF 7g G'. .nc d
; 4

5 during the month.

So that we trould then divida thcce invntrant6

dollars related to demand by the stun of their nexinun billir.g7

g demando during the =cnth, in order to figure cut ho:-r nuch

wo should chargo then per Kva of billing denand.9

MR. STmTN BERGR: Mr. Riglcr, if thoro is one
10

thing I want, it is certainly for the Dccrd, to rn Jarct;nd
11

his e necpt, because if the Board is n2 undercta'. ding thi:;
.

12
i,

( N,

cencept, then the next esibits which we will ba put;;ing Lu.'

13

wich we believe to be critical to the undaratt:rling cf th".
14

prica squaa::e allegatien will not have the inr>cet~. o:: cour.7 ; ,~

1 c.- >

t

ce company believac is nccaccary and which :: fool it
16

chould hava.g

If the Scard has any more quacticn3 of Mr. Hilaca
18

i
with regard to this, in crf.sr to undcratand i

19

mally whem wo are going, certainly, I invite thct.
20

I'm sure tha Scard underats.nds frc:: JLut
21

Mr. Ullco has said earlier that rat:c at the retail
22

t

Icycl and rates at the wholucala lasc1 c2 ontablichaC. en
'

,,

:
' a basis of ccat to serve. The coat to acrvc ic cat s li W.d

<A ;.,

,

on the basic of custo:ncrc'donand upon the synton at the
t

|
)

~

l,
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t
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|
-

b 42 - tir.;a c2 pcd, he:e ver,, pack ic c'etor:lincu .22 tha . :20 2 ::al j
'

i,
"

level and at the retail leval. !

3 iMcu, I startad thic lir.e ad started iti:3 '

4 discussion with asking Mr. Wilson uhether, in his vie:1, i
.

IS if the Fcdcrcl Pcifer Cc=cission or the KCO had the riqul. x,r !
6 renpensibility over both whclecale and ihduci=ic1., hother-|c

,

7 in his vi~cu, the rates charged to r.unicipaliti.;c uod.1
0 be higher ce lower than indestrial cuctemrc.

9 Your ansucr, lir. Uilson,, uns?

10 THE WITITES3: Yoc. The municipal rates

Il would be higher.

_
12 BY 112. STEVEM ECRGER: i

}.
}13 % Cnce again, could you c rplain to us wh.'I it is |
'

14 that the ratcc,in your view,wculd b2 higher? .

15 A. Because of the relationchip of the awa c: 2he ,
'

16 custorars' billing denand:r during the tenth which is
-

1

,

|

17 their manilcum demand during the month to their contri:;utic ::
|

18 at the tima of the syston poch.

19 II'm saying that for municipal custcrara, i
n

20 practically all of the sum of thecsc da.mancl:: uculd cc::trib".5

21 directly to the systen peak. And they Uculd corroupe u ?ingh,

;

22 recciro an allocation to that extent.
_ 23 Wherces, for industrial custome:;3, the crm of tre: ,'

.

U, i
p24 individual d : ands would not contribute ac dirccely t.:
!

I25 the system peak. i
- i

||
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h

11a .en. |
,

Ibu3 ; G So that therc are acrs fccilitic; h7i'.g
\ .

'

d used at tha tia.?
.

'

'd.^ mr:Ici 21c ' par.h v.h ;.2 |
'

;2
!.

3 thora are facila. ties he.ir.g use.d c.t the time f sc i: cat:; ' .1

4 peck?
- !

5 A Ac related to the acnicun billing detend.: of th:ca

6 customers. i
,

7 g Did you, in fact, do a study of 1: hat the * dart.?
I

Power Commission would establich as c rato for indt'ctrialg

cuatercrc, if they had jurisdict'.cn ov2r inductrini9
!.

customers? j10
,

,
t

A Yes, I' did.
{9,

Using dats. that wo ::111 ba filing ac of U:.ua 0
12

.y-

U actually, in our FPC ccco, I =cdc en allocntion to th 2
t o.,

inductrial class rhich are ccncid:. rad in that cccc .~.n theu94
,

determining the contribution to the cyctsni peci: cb 2hn !
15 :

e

imunicipals we need to clso kncu what the contributic.n
16 -

ic ;
t

I

of the industrials in order to determirgin the first 71a.ca i
17 '

- s i
,

what th'e system peak is. But I acdc the scca hind cf |
18 -

allocation for the industrial customara, tc. king scr rico
19 4

,I

at the same voltage lovel as I did for the municipain4 -

20
tand tile result ' was that the municipal rata vr.s hi '.ert21

2

than the inA.cctrial rate. |22 ,

i
t

G By what m:gnituda? -

23 i

A 1

v 1 Approximately' five pcreent in that ec::o., |
w I

! l

Q. Mr. Wilson, if you Uerc just to look ct the i j

25 -

! '

,-* s i.

-- | |
.
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i 1~p 11,0fC !t I
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I, :t

!
- thr.t is , frctca that arc charced to ;;holu isle ctntOno: Js

d 1
1

*

) h;'

'

j';.2 lcohinrJ Lt the de. 2nd cha2.'ge and the cncrety charge in th.;'344
72

1

uholesale rcto and cocpured that to the . dun:nd charge and |
3 ;

'

i

the energy chcrga in your retail industrial rata, could4
,.

you determino from the face of those ratsa uhather or notS

it would he possible fcr a immicipality to cub;~ ate ui:h6

ohio Zdisen en the bccic of p:-ice for a given industrial7
.

8 custcmer? ,

!
f

9 A I don't believe you can. ;

|Even if the face of that rate rOflecta higaer 610 0

demand and energy chargos for the nur.icipality thcn to En11 ij 9

h
* i I !

'
'

() 12 | . industrial custccar? | .

I I
MR. E73Im'ELT: I cbject. I beliova for .

13 '
,

about the inst three quasi:icna no.7 * c h0.va gotten i: 'ca thc.
.

.

s-

14 I

'

of e:: pert tcctir.cny on rates end this unan't .

;

15 field .

16 filed in cavance in writing.
'

CHAIRMAIT RIGLER: Overruled.
17

MR, STSVEN DERGSR: Will you road the ques':icn? 3

i16

i(lihcreupon, the reporter read e

19 i;

|the pending questior as roqu2sted.) i20 ,

.
-

t i

I |

THE WIT. 53S: I think,it is very difficult?
)

21 1
u

to to, and, in feet, I would not do it icching at juct the.
'

22
iface of tro reten try to.docido whather .cr not it weald i

-

h *

23 i

bo pessible for the municipal to acil energy tu an in2uct: rial *
| 24

{
;
'

!

cuctorar and still have a revento margin in excess of! ,

I 25 :

[a h11

- ;.
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i

.nu..-...... ;e.= .r..m.,. ,D s. .
.,

.

bw5

j P. O IQc.t other f rctora vould you ha 20 tc lcf: 'n?

I

3 A. You uould have to cea how that partiauler .:::t :.

I
4 impacted upcn the municipelc' lead to sco c.t ul.at pcint ;

i
'

in the ratu achedule that the nuaicipal ic being billd on, tha5

6 additional derr.nd created by the inCuatrial customer, uher.: i

,

7 it would fall into the rata with reference to cherpa , dem:nd j
!
*

O charges and also uhore the energy charges would fcil,

For instanco, if the inductrial customer h.2d a9

10 battar load factor than the municipal ccatenor, chic'.i ic

;j quite possible, many of those kilcuatt hours would l'a .
,

I
i

tail billed at the tail block of the atmicipcl'c rata. i
12

+
!s

\ .
'/ 13 t

.t

.
* ;

" "~
15 .

.

I\

16 )
4

1

17 }
;

. 18 ;
.

b

i
*

19
:

20 i
e
?

,Ie

I.e

i

23 {

n, .

s:
i' 24
,
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1 ... h

jeni 11;OGO

|2.^, i Q Wint do yon natn b:7 load fccted in .his >:.Fc? I
.

- .

] 2 A That ic tha : elati nchip of the cu:.-r .::s 5
,

3 me :inum d=2cnd tisca tha nurMr of hours involv :d un tha i
. ,

4 cctual number of hilot att hourn that tha custer.ur unus. !
I

5-
1

It has to do with the catont of une of tin:-
6 customer's marinum dccr.nd.

.

. .

7 If ho hcd 100 porccat Acad factor hc wctild. ba~
j
.

8 ucing hin =.cminum demand 100- porcant of th'a tima. If he '

has a 90 porcent load factor, hc would ha uuing hic im:imur9

10 demand 90 porcant of the tims.

11 It is the relationchip of kilowatt honra divida:1 I
i

12 by maximum demand times tine. i
I
:

^'
1

13 Q Tha higher the load factor,'<:hnt-is tha affect
14 upon ther rato? '

t

!
i13 A -

The hiclur the load factor, the lovar the enor . :
f

chargos tcould bo becauco a predominanca~ cf tha kilo'clate horre !
.

16

|-

17 would be sold in the tail block of the rate. !
r.

I
18 It would dccrease the average cost por kilcuatt i

i

19 hour for the customer, I.
i
-
,

20 Q IIave you mado studico at rg roqucat to dotermina 1

;
.

vahthor or not the Immicipalitica cerved by chio Edico.:
1

o 1 '

- I

-4

could cccpata uith Chio Edicca for inductrial calcz,
.

'

.2,

I ;
.

1

b ccd upon the ratos that arO procon*.-1*/ filt.d
'

1
25 | I.

I it"h
with the Fedoral Power comolcsion and teith tha DUCOI

:
y 24

!

.ei

^ ""=> I 618- I naeo a -- tho sc=so=o of this c:25

J'e :i |'
,. -
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*

11,051
.

jcn2 i
1 was to siraply indice.te - firct I did a hypoth; tic'.1_ .: '.5;' |

--s
. .i

2 tiith rc.~ ;ron:c c.; h: 7 much tha rar:=n n: . ;:.I.n tonid ~..r

3 for various degrees of centribution by 10 induanrio..
|

4 custeners to the municipal custe:r. ors' billing denen i.
,.

5 MR. STEVEN DERGER: Lot me at this point . :rk

I

..

for identification ac Applicants 1G7 (02) a C.ccurent t6
.

g

.
7 entitled Ohio suicon Compe.ny Sffect en Cuyahoca I'all:, :md- I

8 Galion's Wholecale Power Billr From Picking Up An Addition.;l
i

!

g Inductrial Custert.cr.

10 (L'ha documant roferrad to vac us.>ted |

t; Applicants E:dlibit (03) 167
.

12 for ident!fication.)
,,

')
- . l a., Im SMITH: Do no have that ono?

i
14 MR. S W VE1; BERGER: Yes, sir, I t?. ink yot. do. I

i

15 BY MR. STEVEN E'"iGER: I
"

|
.
'

16 Q Mr. Wilson, can you deceriba for us the

17 columns that are reflected on Applicant'c Exhibin 1G~n

A Yes. The purpose of this enhibit was cimIC.y18

to show that tharc 10 varying degrocs of ravenue targin, tb.t j39

!

' - 20 is the additional revenue over the cost to the n:nnicipal *

21 in its pcuar bill by varying dagroeu of contribuiton to tha j
n

t
cunicipal's peak load. '

2a.,

S I first startud cut uith Custe:?.c.: A, 3, cid j23
R6 B cerved at G9 k7 vercus'ccrve.1 at 23 kv.24 .

5

!
The A customar that I asstracd vac a 5000 kva |25

|
. .

L l



1
I

.T..t. O oc

jon2|- '
4

1 cu;tenar with a load fachor of 350 hon:::" uco viiich it
m

,lV O cit: Ply, cc I mn.: tion d earlirc:, kla = 20at eu 1.n o o f I .c
;

I

3 billing Ccua d and that in eff2ct det:r.ninca wh?.t his !

4 kilouatt hour concumption is.

s

5 Hic kilcuatt conc eption divided by hin oi?.li:.c
.

6 demand oquals 350 hours use.
.

7 In any particular r.onth as an cvarago cinculat..an

a t:0 use a rwhwta nurbar of hourc of 730 in a neath.

9 I am saying that he unad his m:r. inca dairzn

10 350 of thoce hourc. So that ha has a bi''ing darand c:d

1
11 5000 and concunption of 1,750,000 kilcratt hourc.

12 O Is that a p'ctty typical inductrial ctstentr?.

j
!r .

A Yes, I would say that would be a tirgicc.1 n,-, 13 -

)
!

ga industrial custonar. ! |
| 1-

a \1.y of cou-Lo, load factorc vary with a?.1 of cur !,

,
,

16 industrial cuctomerc, but I felt it ucc2.6 he ty;ic :., . .nG

g then I havo choun tho billing of that industrial curten,er ca
,

9g Ohio Edicon's p:opocod rute 3] which is our cur.:entiv diled !

I
jg raco as conpared with - and then over on tha left-hand

|
1

20 sida of the page I houw the current municipal 'osals bill. 1
'

{
L: hing acroc0 frca the letter A, the bf:.1 undo:- e

21
|,

.

Ohio Edison'c propoccd rato would be $47,1GG.50. , :
i

. |
'

Similarly, for Cuctc:nor B -- '.
a

h Q That is a conthly bill?
.

Ag CustcCar U, I havo cucumed a billing dome.nd of |

!
. .

16 1
' '
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3.2 .0 72 !>
4r.a o ,:s

!
i.

1 2000 hv2 cnd again used :. lond fa :.;ce o f 3~.0 :'.3 r:0 51 : j,
.

.

.0 ,, .t,,..- .3..... r c ,._ . . . , m, ..:...,.,._..p.....
-

..

........._..s.. , , a. ,-
., ,,

c. .f.. . . . .. .m . . . . . ._ .. s.. . . ,
L

|
3 2.,oSO,000. That billed ca Ohio Edl.c.;cn 'a rche ir -

|-
.

4 p29,276.50.

.

5 Then the luct ceuotor is tha swa .3

6 custcar but served at a di.7farcat service roltc.ge. P.llid
.

.;. on the Ohio I:dicon rate the only difference bet.;cca him

g billing at.the lovar voltr ge vould ha de diffc;cnco in
.

i

9 the discount for 65 hv. , We c,iva a 3.5 nercent dicac .:r. : if

the cusotner takes service at 69 kv. This is our trmais7ior10
i

rato I r.n talking choct.
3;

12 ThOn the no::t figures I show era the City of
s

__/ Cuyahoga Fcil and I picked their April bill for nol a,, ;
. i

particular reason other then'timt la tha tin 2 cf th:; p.:sr !
o

g
'
..

" "9 #" " "* "#* '

15- -
*

x.

bill et the tin .g
,

.

Cuyahoga Falls ic' served at 23 hv. Their

billing demand in April of 197G was 36,669 kva. Thai:-g

kilowatt hour concuaption Wac 16,454,000. The billiwi on39
i

tha municipal resalo rato under which they are prose.tly, ;
,

20 i
-

ibeing billed is $3,797,321.09. ;21
>

To datcr:tinc uh t the impcet would h2 cn

ithe CuycJnga I'alla bill by thm being able to r arve i23 *m-
Id Cucicrrr A, I figured varying dagrcco of paak contr?hc.'; ion. |

| At =cro par.k centribution I hava acarc.ad that k
25 i
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1
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on5n
.

t

~
i

1 none of the 5000 kva would chew up in c_'2e ';ayaP scn i,

,

fy 1

2 w -
. .. . 2.e., ,a -: r.. ._a ._

L 3 It would be the came d.cnnd cc it wac ben::e.
i
;
.4 The only differenca uccid be t. hat the kilo raht hcur ..s -

|
. .

.

S would ba increased by the P.ilotett hours unod bJ the
6 custonar,

,

.

.

7 I figured the total bill undnr thoca

8 cirucactanccc and it cama cut to be $400,709.14.

s This is an incresca crer tha prior bill of

to 030',077.25.

11 Q Incroaca in the bill from Ohio Edicon?
*

(
12 A That ic thoincrcase in the hill to Ct"/chec i. {

, -

i,
,

1,. ' 13 Falls from Ohio Edison. '
.

. I
,

14 If Customer A warc billed by Cayahcga 5'al3 n' i

i

15 en Ohio Edison's proposed rate 31, th;y weald h2va :nc.~iv:a
,

.
.

16 from that custoncr 047,1GO.50. ?

.

17 This means that thera would have bcon a f
s.
Igg revenuo margin. That is revonne in e::cesa of the coct to

|I
.

19 Cuychoga Falls inthair power bill of $17,033.25. 1
i
.

20 Then I sirply uced other poeA contributio:ca to !,

,
.

.

21 coo in cimilar fachion what would happan. !

22 I used the nc::t figura uhich uns 35 pere m c. pce f
23 contribution. Thara the not; Cuychega Fr.110 bill ::ctd.C. hc

!h g 1 04]2,899.14, or an increase in thair current bill of
f
.

33,177.25.
!.25
1

.
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i Of c0urca, th billing . o thu crater 1.Tr c7 Tlit. !
.

-

2 ;:( Edicen$c propoced rcte uculd be the zaro, so ti.. ara ;..' ?

t'
v; f

l -

)
| rev:nna cargin rould ha $13,923.23. '3

4 I did the calca thing for 50. I did tha ;:cco
1

5 thing for 75. And the same thing for 100. |
!

6 So that uhon we are figu--ing the 100 30;mant
,

i
7 contributicn lina, tEaro would be a diract additica ';) tL2

|
i

8 Coyahoga Falla April bill startiaq uith c der..and of 3d .666., , !
!

9 adding tha 5000, we got 41,669 uculd be the new bill:k ;
.

10 domand.

.
-

ti Tha kilouatt hour concur.ption would 1:a :.c . led

12 indiroctly.
,

,-.

i 13 Thair new bill would bc 42 00 I cm serrr. It i
.

_

34 would be $422,1037.14 which ic an incraaco of $42,477.::5.,

15 Tho bill under Chio Edicon's prcposcd ra;u:

16 ' uculd ba $47,160.50.

37 For a revenue targin even at 100 parerenc

contribution of $4,633.25.18
, i

Q Hou is that poccibic if they ar centri.;mt!.ng
{

;g

l
20 to the municipality's poak on the basis of 100 perce. t j

.

!

21 that they would still have a revenne margin? j
i

22 That la still making it profitable fer t:nt to
|

-

1
'

take on that inductrial cuctomor if there was 100 paramt | ). , . ,
w

,

$

p,- g. contribution to the municipul's peak.
c j

lA Primarily the Inacon ic that .the billing ::$r2:a i

;
9

.

. d li
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it ccpacity in the municipnl sto, the c .p.w::I ty chn:;isc E:0 |
4m
jO E 31c.2:.2.. S that tby enrrt to :noh for e2 fir:3.~ * hm.

I
e

3 So tuch fer the nc;-2 7,00. So mach for the "to:;u 11' 0. clu so i
4 for'i.

"
5 S, inca Cuych0ga Falla is alrsady in bl.a t:: ...

G block of thoco capacity chargoc, thic afditica ::culd La at th;.'

7 tail block. So that thic probably contributoc sc:;t to tha

O revente margin.
4
.
1

9' Q All of uhat is reflectad upon hara in tana of. '

10 the industrial custonsr= that you have hypothetically ;,

t
i

11 plugged into the municipality's lond are hypothatical~t
|
!

12 A Yca, sir, thnt's right. |

(,. 13 I trill c y thic: in colecting thpc tuo
, |m -

:
. . . . .

-- j.

14 cotrrce.itics to add th2 cacterorc to, cuyahoga. Falls 72.1-

15 Galion, I parhaps on my c::n initintiva falt the.t ." .co
,

i
I16 were talking about custonars that they migh'c hs

,

17 concerned about competing for, that we would probably Sa !
f

~16 talking about tha largor typa customer becauce I fcol ouro

19 that n:ont of the municipala already hava c scoaly nu ic :: ef

. 20 amallor industrial customers.

21 I knott for a fact in- Cuyahogn relic than ura !,

|
e i

22 cany, nany :raall cachino chops that do enho e:r rico f: c. |
,
4

23 Cuyahoga Fallc. I uould pacatma c.5 cc hind of inCr: .rit.1 !

/~;
c. 24 vato..-

25 So that I fcit that probab1'I wa are talhil y abant i~
I
i

b
. a
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.4 cubctantial cyatom to pick up thic type of cunten.r.r. ~

j,

= -a .c. , M..t M_.a- _i p.~v~. t, ,s .'. ' '/ t. .. . - L'''. rc p...i.ct. .. - .- '.-.r.- '. . .. ;. . .. .

6 this large a customar.
?

.

7 IG. SMITH: Cf couraa, tha cdfect. Ion't ;. i
t

:

8 c1 a m.. * llo.. c"....4_-a c.'.*. , .*. m". n.i.c,'.*. . m- .7 %+ . . o . ~'... , <. .?". - ( . .". _4.. r . .. 2"r . . '.. ^
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9 d-accribed in 167. f
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h THE ?;I'n233 : It : auld cec:'.n J.np nd on l- * 1. c ,

S,2 '. i:
'

:c,fl would i:mcat en the crcller cr ;un ar. I ' o LM- Tu s . '

.

* '

m.' 2 ,

whether or not 'a custemor nho, say, hic :.nriture i
.,

f

de:acnd is 5,'00, treuld be int 2ronted in nerving - i

!4 -

custotar of 5,000. Ho might bo. I don't kne'.7. Det I t:n * c !
3 .

'

5 -

think thora in thtt likelihood.
!

6 ,

*

All I was tryinc# to' do wcs pick cc:anthing - :
t
,

7 !

quita fran'cly, I kner.7,. for instanca, thct eno of the |
t~

o ,

custc;;cra thct we serve :.n Cuychoga Falls is Erprc rin'.'::cly !
9

5,000 kVA. |

.0 | .,

So that that is the raccon I picked thiu.

11
But there would be come impact, even at 2 anellor, c.:: a ,

t

12 l-cmaller whcIcaule custcmar, if the lo:C v.ca ganzpd to *:hn ,-m
'

1a, -

1 industrial - the industrici custonar une coa.cd to ' :: Ic .

14 . |
1

type of inductrici curtemor they right bo i

.. i

1O .

intoracted in serving. !
:

1C !

I am sure there may he untoucl cacet , but I'u |
'

17
talking about the type of cuatcmer that may bc inter: m ted

1C !
'

- in locating in thct arco. <

19 Im. STEVEN DERCSR: Ecre you suggceting in that
20

question that on n'small munici}M.lil:7 thoro wouldn't to u
.

21
ravenue margin, if a cir.ilar study would ha Gene cretc thm

...gz
t ing en of en industrial cuctorar by a cu:..ller !,
. .

municipality.i
t'

2.4 !
"

Tim UITJESS: I didn*t m 2e a stud.v. en a c:.;211c " i.

P.5 .I
.

cunte: tar, but I'm curc there vould ba a ci.mila f inmac;;. ;
1
.

. .
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13,06^ {

t

I <
tw2 In pic':ing u.; thic ad'21 Bicat.1 7.07.3. - it a:.ci |,

.

.

'ro
s be picka-2 2.'? c2 whr.tocar point iho .uniM cl ic nce 5, ' 1:

',
'

in ur.a dr.r=d chcrg :a.
i
,

4 t
Ascucing they ara cm:n to a lmrer levnl c:.* I,

t

5 I
domand chargas, the additional dact!.d *: ottid I;2 in un: 1 !

I
f6 lcvor blocks.

t
4 .

|
7 '

gn, snI;n: Until you ccma to the pof.nt ,::are !

,-

8 .

you have a prica equ2cce. Ac your utnicipclity gru'c . nel:. c.r, !
'

O cd. e ravanua margin grc.ra crmilcr, if the cice cf th 2 ?.

10 industrial count remains constant. '
,

t'
l '+ Accuming your uso patterns rcncin cerp .rs '.0. ,'

,

12 THE UITNES5; Tha main purpose in u.2ing ~; hic
.!

.

-.; 13
,-

excmpic in to show the varying Sc:groes of imptet, b '...r '
,

.

14 Iupon the percent cenhribution to the muni. ip:.le 'i:Oc.s . *

.

15 Now, if the inpact wcn only -- if t;::.: i: - ; 3

?

16 wa5 100 percent, it would tend, I'm sure, tetani .:h.1
17 you cro saying, that there would be loca of a reve::c.,:

18 margin. I'm not curo there wouldn't be a revenue uczgin:
.

.

t
to but thera would tend -- the effect uould ha .1.cr= t'v.: *p. :ps.

4

20 it is here.
!
.

21 But if thero una only a 75 percant coat:.Q :. tic.. ;

i
'

22 to the municipal peak, there would be un incra:.cinc !

23 i impact er an inerce.cing ravanna mar;;i1, ac I In;ic i .. _ x-' .i
,

.

,
. I

| - 24 here. i
i

..V

?.5 MR. SMITH: Substitute for CuJchoga 1'alli., i
,

i

} I
L_
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_

. s . . .. n. .s.-
.

I
3 ,4

. - - . c 4 .. , . . ,. . . , . . . . . .m u _s .s ., .
...

. a m.b n '..4. 'u* *.'.+.' c.'. ..' .o. . ~ '..;.1 ;'. m~
.

4 T_". s" '.". '. '.'. '.m. ~ S. .*
*-

. .

--

I

S. MP. . S?.Till: Ua can ccre. arc Q lica. D::b.cn'
.

6 Gnlion you have not cdded tM 'ac:22 cica.
.

. .

r.e..tm, Le . ,A c. ,a c .r. u +..., a. .r> ,.,..n,g ..u..;.. e. > .s . . . , . . . >...., - .- . -ri -- . . - . . . . . . - ...

.

.

8 5,000 in the firct eno. Again, I uce of "? y t:f ng to il i
i

I9 gecr -- no particular reacen for ac.lacting thni ,

u.
to particular kVA, other fian :2c feat th::ra ought. uo ha c,.';= : .

6

i
. .. : ;-:......,._,,,:..a. .:c ..a 4. crs. l,.4. p .s,. #m .,m, ,e

11 3.,ind ou . , L.. ., m..-.
. . . - . . . . . _ . .- . .. m.. .

;

>

[12 and the site of the load. But you c.2n r co that tha 2:e mm.' .
$

13 i effect on Galien, there I nddad atatomar "O," I
1

>
I i

!..

1 ,, , ngos:.n Ic,, .4. . ,., ..:,,,,.... . . . r w. %. ._. 4. uw ..... . . . v. .:- .... ...2 - .s .

.o .
,,.w . , % .

.

.

is , particular c.mtonar to the City of ",alica:s nuciei3 r3 ,

<

l

16 bill, s:c again hcw reventa t rginc , c?.. '; ell in . . :c '. . j. .

17 the base ravonna r.crgin is actu:11y grcntor or .
.

'

.

18 a hundred percent contribution thcn it ;c:: up un'ar
i
.

19 Cuychoga Falls. Again, there is an incroccing ;
,

,

I

20 ravenue cargin depending en the pertant c.cntributiv_ .a !
.

,

.

tha municin. al n. eck.. .
.

t

. . . . o a<..,. n. . , ... . . . , y c.y1 . . , , . ,........a.,r.n.u or; sc ..,v.
g2 nq.- . n.- . ,e.. ,ws a. . .i...... . . .

! ,,you too.,., c,.,,c ,,. n.,r . n c,. , .. ,. t .4 .,.4_...... . . < . . . . . ~ _ . . . .., .

.. . .. - . 2& . .__ . . .
-

) c::arale that that vonld Predr..ca m.nl.'.er 'rev.uana ra:: 'sc : .c?c ,.,,s
--

Is that uhat your accution ua0?. , , . ,u.

.

.

,f
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4 might be appropriat1 to ask fir. i?i2 son whn.t i:.:;a.;t in c;c;.._..
I
t
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.
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u.s O n . . . . . . ., . . . .f 3........21s. 40 cu., * . 3 d. FC.. . a ,.t . . .. l. .as ,.,. ,..

w t.. ~.. . .. u. 2 a.u. %. . ... .... . .

1
.

.

3: | .3._.'.a bi .' 1.4.n c . '.+ a .''.a n .4.".'.7 .'. .~~.~o*....4,. .......q. c.'...".'e''....'.'.".".. i.
-' *"

. u :. .

4 n:c going to hava a prico aquoccc.
.. ,

!

5 You c:.n*: do it. t

.

G THE WITd3CS: I cm corry. I don't unde.;@:uM.. !

.

7 n 2. . S "n:.. "s.. mm ..=n'. .- "+.cm'- m..., t M. ~ t".*.c.'H.~.'.".*..~m
. a ,.-. 2 s

,
.

8 put to Mr.' Wilcon before and tht is unt.t ic ref2.e.x.ad cu j
.

.

. 0

9 the Enhibit 1G'7 Uhcro it ic chnr. bot'.i r.;' t7: 3 Full.t
i

10 cud.Galion thora ic 100 porccat ccatribr.tien to 1hn

11 tc.imicipality's pack and it i.? teill sfle':tive af a ::. :.r :
,
,

- 12 nargin of tho study *:.hr.t 1:co rt'n.
|

/

13 Your question teac you cai 3 obvicc..O.y hb.2::n :...'. . 2

.

p_ < c.o t. ., .s . .., .: ,..e t .,.. _e a. . . . <. . . . . .; ,, i c u .:. e,. c ., . , . . , . . . . . . . e . , .,s.... t. ,
-

.

m . a . m....- . . . . s.., . . . . .. ..

-
,

15 100 porcent to tho tr.:.nicip::.1 p:r.k.'

,

16 !C. S}~CTH: That is not sc/.. I =c.id. :4
-

.

17 I said ovarything rer.r.in the sc"a. IS i: .u
|r

ta cice of the industrial custc=er rcnainc cunctan'c bt c. t:w. '

.

19 cima of the musicipal centerar dim.inichoc, thcn .cour ra ..
'

|

1 !

20 margins will clso diminich Coun to the point whera y.m 1
|
|

- 21 don't h2va any cnd he trian to rer.he the industrial ae.cci'.. .
.

l

1

l

22 proportionate to the c'r:icipal accciut .dich r.ry or :.r e nt :

1

23 be tha reality of the loed.'

,

-

I don 't '"-'c"- e t -+ i." vw- - - - 'r '- 'i '"' " r ~s '--

2 41 ,l
- - - ' - - - - - --

'

*
1

catablich. ' '

25 i 1

i
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.

i
4 cc the currcnt municipr1 1 cad, Slia inde.: trial 1 ad 'e'..- :... >

O .

S trying to pick. up is c: cculy ti'c cin c aict ac hi!.c c'::::mnt
,

I,.

...1a: .,1.'a l ioad , I r~ 1.a c ... ru^. '~- * * ' o '",. 'u". .'.^. t.*. 4."a '. :.. " . . . " . . ' ' . . ' .o 3

|
- . . . . - . . ... . . . . . e,

-
...

/ trould not contribute 100 p.creont ' of th;ir d=md to i.ho |
.

I

8 nunicipal'c domr.d. |
0 Just hocr2ca of my o?;n . .;;p riv.cr. rith |

tC Ohio Edison Ccupany Z *.: cull cupcct ths'c ther:; '.: >r2.d z.l!: i
3.

.

11 probably bc no r.oro than a 75 pcacant c'c.tribnhi.cn.
'

,
.

1

12 C. 4. .m. ,. . . . . . r. i . .'. . 1 is o AM. ., %. .,.1.G *c. %.%d., mag - - r 19,...* ,.. e. - Ars .. :. : . u -. . . s ..-

O I
v 13 to shrt with. |

i.

.

**n};|. i ~. Q T s..w s' A m g'n e.g Qf ,..a t.y M- .. Q.. e .n. t r,
**' ew.

. a .

.

.. - ..

i

15 bc a revento margin.
'

5
I

:.

16 I didn't figuro that particular carc. ;

.!
17 BY MR. STEVEU EERGER: I

i

i
1

18 Q Mr. Wilcon, did I F.lso ack that you pr.:pa:.u a '

e i
19 ct.udy on an actual cituction, thct is thn City of U.it mo:: A

,

.

20 picking up an inductrial cuchocar procently sorric 1 b.y chi:

,

21 Edicen, namely the Ohio Brac.s Ccr.pr.ny? '

;s, A yc.. .-

k

.r,,,, w - m.v.c. m. .. I ,. s. ,. . , .a. , .; . . i , t .. . . ,m.2
, . . . . . , . ., .

4
m a .. . a .. . (.. . . . . . .. . . ..a ., . . - . . . . . .

4

'_i !
-# ;24 for identific:,tica, ac applicanto E:$1 bin 1GS (0.~') . i'x :nn: . . .

.

25 entitled Ohio Edicca Cc T.pany Oity of Wa6 Mart.h,. Ef:Lur:: Ott
.

I
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,

O L ('. 3 0 d a c r. L ai. a . v i .a:.'.r: K' Ce u:1c Ir.. . . x.i i.

t
i

4 Aeolicer.ta E:dlibit '.OD ) 162 !
'

_.

;
. ,

5 '
,

%~ .1'.6...w' .4. .m.. .w- '.. 4.o a . ,\t
.

,-.

!
6 av Im'. s' 4 s ..". I w'"a- m.. .' r.. .- -

t..-
*

. -

,

!

7 Q Mr. I:llson, use.lf. you. Onpir.in the co7.uim3

0 reflected on Applicante Enhibit 160, plenc'M !
I

Io A rc=, cir.
,t

. .

t'10 With this exhibit no c2ntad to invscui:.1: t.a tm ;
,

11 difforent ceto of cirent:.: tan $ac. Pirct t._th rcas et. a t':. -

;

.i
i

17. ' cc:partf'c inductri:1 rater in 1972 va.' sus th corrie:-p.udir.;-
3<e

13 time-wise unnicipal ratoc. .

m

. .

14 Also for ocr 2.975 rates ca c m.. c. c.c.1..' 2.r. e.'. s .G - '
,
-

.

15 both the r.inicipalc c d our inductrial cur:te.e. arc, |
.

16 Ycu had cuggcctnd th.at I r.20 the Cit'f c+ !

?

17 Wadsworth and ask what would happen to th2ir bills id 10-| i

.

13 ifera chlo to sorve Ohio Eracs. !

f
19 So whct we did vaa we took the Cit'l cf I.%1am -;a I

,.

20 billing f.i.os October of 1975 through April of 19~.'5 aaG !
!

21 again my only raccon for ucing thcec F.ontha is that ti.2 |
_

l
22 nunicipal ratec bocasa offectiva in -- actually thcy 11 car.a !

I

offectivo in Captch,ar of '75. I~
4.2

1

'm

24 Horcvar, tha fir;:t full Jr.cnth of billin;T irna ic.s ,.

;
i

25 October.
f
.

1

t-



I. L
i.n.. . , o ., -> .
|jond
,- <

1 We toch tho Cit, of Nam:cr::1. :r.d ? i....' d ti:
,

I,
-

s

.

.- 2I on our 1972 rmnici n1 r:Wau and .:1_.in -|;tc.'.:C./: d '
.. .ucin " 6.'

:
r

.t3< .:nn.c neati:n uli .t cha ~ fro: the ecu:.nl billi:.T to Oh:.-) ,

4
..

Dracc, Ullat tha centribution vauld br'n bec.4 to Ga Scro:-':h : .:
c is

5 nurimwn dr.nand,
f,

I
I

G Going Coun to tho - charting at thu top n.? tiiG e

i<
#

, g

7 page, lot'a ta?co City of CaGcNorth, c.anth of C:uolur .~.5 7 6

-g
,

e ri

t
i8 billing on our r:unic::. pal ratca thc.B Sac n::. efhatin
{
,23 9 9/1/72, the bill would have b.'.un $75 d'S2.79. 4

;
.

!24 10 Going down tc the nc::t set of fiv..er.u:
'.
1

g

I11 marked Ohio Dracc and taking the nonth of Octoho:1, IF/d ,
.

?

12 uo ces that Ohio Bracccc billir.g da nand 5.'a': ?.17 hvc a:. !,

r -
,

13 their kiloustt hou uno 11ac 74,000. !,

g Leching et the tico of tha City of ~!cd:n:x ::h-

, j

15 mn :imum lead, ne fotnd that the cont:ribution of G.io L::au'.
4

!

16 to h?.t vn::imum load ticuld ch:.ru b0cn 12S kva c'r a ceuht..bu::itn i
t

17 of 59 porcant of their ma::inum billing demand.
!

18 We know thare, the billing for Octon' ce off our
g

19 own company to Ohio Braca ucc, b:::d uren our 1973 ::nt.nc,

20 $1,203.22. I
.

-

21 C-oing down to the nc:tt cet od figuras, ::a uf.a ~
~

22 to the City of Wadcuarth Octobor bill the contriLuti.n of
:

23 chio Bracs peak-uic.a. .

|A
iV y So that the neu damand been=2 14,159, in trau.::i ;

. g

i
25 from 14,031. I

i

.t.

e-

t
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. , . .4 4. 3.o. .. . h. 3...., ?.
.

.. 1
61 ..4..4..,...-;.....,....JJ,...t.. .. ;. . w ..s. . .'.w .. ..

iT .e. s.t nul- s..~ ,1. < 4 o_v, n.1 5.? 1 c.nr.r.. .t %....., . , %.. . ?. .x. . m, .. e . .

.

;
.

. . . . . .t ... . . . . . .. .
. v.....

.. .. .

J . . . . .... . . . . . . ,. .

bill, under thona cirrrmctar:cen. fe:: 'ir.c c.:c :.:.:. . .. .lG3
.. .: . .

4 07G,771.80 i

-

.

.

5 This is au ndditica to Ear 2r::crth'a snl.. i.; il
.

.

1

bill.cnd it in the lact n=t of figurec er. ti.:6
p ;c, fu:: n 1..

.v

7[ month of October. ThOt cdditional cost troalu. hren ~. .o :
c .,

3 vs79. >
*

. .

i

9 MR. S)1IT1I: 2.aro is th:ti :
i
t
'

10 TIIB UITNESS: Sinth col .ry. ovtr.
e

.

!.11 By adding the Ohio Braca loi.d in S a Ci.., c:: ,
f

Wadsworth, it would hava incroa.ced the :.'cdc. .rEl hi.i.i i:y
{

12

p 33 5779, app:o imately. .

.

V $

Ec*.10VOr, hCd *?!::d.IW0rth 1:rc?41 billing thu. ; . shr .I
14

.

on our industrial rata, they would h.ra.ho.rt rccoiv! c15

1Gj $1,203.22.
-

And I have donc thic all the wc.y dor.m th?37
J..s.,.;c.

for Nov'.:mbor, December, Januc..y, Fchrue.ry, Mn ch. R::i3., , tin-18

back and looking - we have racordin;; matara on c.ll <. ~ ti;, .19 ,

.

custoir. ors,'so us Iciou er.actly what th31r demand '.co'O. En n ;
20

.

the tino of the Undcuarth peak.21
|

- .

!

,
.

Doing thic cl1 the way darn tha pai.pt
.

22 fyou c : n u . . >

by comparing the r:iddle cut of figuro.2 en o'.:ic :..w Miaca:: -

bills ac comparod uith the cdditional cocti:m
D> 2.,. .
<

to U2-10..c ' h
|

that there trould b0 approritnatoly a $/.:00 reva.ica m2..yie c:.665
.,

.

!
u I,

h .

.
.

e
, _ - _ - - - ,- , , - -
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jen .'..i . 0 7 7, ,

.s.'
.! centh.

s |I
*

s; 2 . . . .:. .a . . . .. . a. . 4 ,. a > -- :C. . , p, .

.c. ..
..,t...

. = . .~ . , . . . . , e. . .. .
. .

- i.

3 the total coct UndsJorta votut. h::.va n wr: a ti. .h cr.'t ' : .

4 C-hvioncly they would hn ca Cittrittelen i:x :s
. i

5 involved. Ecucvsr, in our own c::':arianco, icoP.i:r; v.'.. ur i.

t
6 | Fedaral Pouce Cecniculon allountien of cc:;uc, t.'.1:.:n i

.,

.

7 dictribution costa trould prcbchly re.prarent cnly C p2. ocn' |

3

8 or co of tha total cxtc to cerve the cLshcr.Or.
'

.

l
.

9 )% ca .*. g .9 4J. ri ,.ag v* 4 o m a.., .s 1 . . .' o *.'." u~ u^ t.'. ' " ' . ' . . ' 'c,'C.' '' *. '. '.'.m' ' .4 1- + . - #
~~ . . . . . . . . .. ,-

-

- -4
10 and the pouor pool transmiccion costs which wenid hu 4

,

11 repreconted by his poucr bill. I
!

12 S o t.h a 'u uo- d.'. A t.h. .^v- . .~t .3 '.'...a A _.....,.k. - ;.
*c .e s " * . ~ ~ . . . ~ . < * . 'v ?

,
..

.

,n -

b.) 12 cud we fotr:d a $400 ravenuo acrgin 17 hic 11 :.culd 20 1:i.'s !
<

14 any, about a 30 parEont : .venta :ctrgin a Jar the cm.. .:. t'r... :'

e

15 their increcasd power bill uculd ha. j,

.

'16 t's likevice Enda tha ecna cuudy on 'Wu . ' . . ' :^
. ,

1
J

17 prc' posed retac and thoro no stcrc out -- let a tia;o ::.a rezc |
.

la of Octobor again.
e
4

10 i
:
.

4

20s -

o

21 :.

22
.

7

f

gm '

I

',-
'

s

24--'

.

25 i

.
.%

m s
*4
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.

Ci". 'I5i:.Mi RIG 72R: .I con't think it f. ': n /: ::1 ::: ., . . . . . t > -

.

'' /. .)

.J 3wl T . _. .A. . . . . , . . a. s.._ J...na..u.... . , . _ u, . .
.

-

g m . . . . . . . __.

3] cpprodataly .?9UO por : tenth tha': uculd b ; a v.:v. c.; ' ~ a . . >
'

4 the City of Uadsuorth to pay its distribu;.icn .:cet o ' .

..

5 serving the cnatcrer end provids thu.1 a rctern cn c . ?. r

G inves t:.unt, if they, in fcct, desire to have a retn:t

s
MR. STEVEN BERGER: I would U.ke to 6cvc '. : .7

g Applicants 166, 157 uld 159 into evidence.

8

MR. CHT.MIO: Department hc.3 no objection. 1 f0 .

,
,

ue have requated 3egible copies cf 157 and.160, ito

CHAIR'''.N RIGI,ER: IIer. ring no cbj acticn u . vi.'.1ag .

icdmit exhibits of Applicant: 1GG, 157 cnd 160.1,
\

(The decur.chta h::atofor r:r.: C |'

1,.,. ,

' Applican tc . ..':f.ibi,ti; ' Gl ' . 33g

1G7 and 1GO for identi:lt.c .i. c ,
15

. . .uere roccivou, .i n e . . c.2 n ;;. .,>
l o_

MR. STEVEN SERGER: Mr. Chairman, I::a nb:: W. to
,

.

move on to another lina. fly last line withg

Mr. Wilson. !g
,

t
* # "Y 9 0"U "= 0 3U"22

i
*20

,

has at this point, in this arca, I cortainly inv:~.ta .. ;. i,el
!

CIIAIRIGN RIGLER: I think ue are trcc!..ng ian
,

pratty vc11.
\

''- MR. STEVEN SERGIR: Fine., , ,

m

25 !
i
I

" '
,

,
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I

t.. 2 , ^ -
- -

.. ^'
,, ... - .,u., m,. u.m. . ,. .w . n.a . . ,. . . . . .~ . . ..

..
a

- ., .

:
.s) ' O. I!r. ?.'11cca 7 did.c- cv c: u'..c nn; a .:c ~c. .:i

,

,

'

,,
'

s .

. ,

seccica buttcen Chic Z.dicca an d = a ,Jt e lc.s c.'' c c = ' :._. . ;:g
.

of Chio Edinon? ,
:4
I

O

A Yes, I did. t

j
.

t
9 Approximately when was that?,

!

. .

L Coe, I think it '.!ca cout Aug ar b pf ' ?C7
-

!

6

.,
& ;

G I know you cen't giva in an cntiro licti 7 af !6 *

all of the c. oo.nle who vore orcnent. Cnn you cf.va :22 ,~ m a.. ll...9 . s
.
'

:
who was reprocented at that Ir.aaaing? f

10
'.,A Ch, an I recall, Mr. Choccl.'.an wcu ti.u:2,

11 ,

I

g could you identify hi a? |12
1. ) A He is fro:a Beck As.nchietes represcntinej ',, .12 .. .

13

in the engineering firra that acprecentr., the CG2 1,r : ;l. :.
,

14

fic had cncther young c.ngineer with hin. I don't'd t- .1 s. .
15

nb.nm Chuck Stout from Cuyahoga Falls uan there, ?; ';2
'

1G

tima Mr. Quirk from Cuyahoga Falls and Ocncter Ihtcscinc.m
I

:17
. ' -was there for a period of tina. '

. .
-

418

Representing tbc company unc Iir. Uhita, cc,
10-

.

.Firestone, and I believe Mr. Cacalla, Perhaps. Mr. Obcp .i .
,

20
l

Mr. Katspoty, reprcconting the legal departz.ent of ;.rt 3
'

21 '

4

company, Ohio Ed. icon, and Mr. Ecyuhc and, of ccurce,- cysc .22

I think that is all I cre.r. ren.miar cra th i!.n .23,

_'~1 Q. Do you knou Mr. Iqtan?
>

.. e.-#

L I recognico him on cight end T &?.nk ha 1:c; nh 4

23
the tr. acting tco?
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9

{
~

. +
i 1.'. ,0 9 9 !.

I i
'

n

1' .

I
b c' ') 1P G Can you generally tall tre rhat w .J 1 :c:o - 1 e . '

%
I

!

% 2 the mocting? '

,,

3 1.. Yes, as I tmdarut0cd,f s puryc:a of tna : r. . It ; s

,
:
t

. 4 was that the WCO2 people wanted to tal': -hout i.ho v:r.4 cuu i
. .

. .

5! proposals that their enginc.;ra had : ork.ed en uf.th ra''. re.w: ,

,

i
-

6i to participating in a -- the pouer supply faci).i;:i .s <..o
t

i i
! i

7 serve them.
|

.

a Uould you cc.rc to a, nvc ra2 go en &nd c::p.i .3 ..- .

.
! |0 G Juct es: plain gr.nw clly uhat wcc dia.nmec d y.)c |

1

10 A W e WCCE paaple, their enginaars hac ae. .:"..aa?vi !

I

that the option,uhich I bolicve ucs alternato nu-bc.. cnc,11 '

:

la referred to by many of us, au the prepny.. ant plen,, hrJ !n ;

\l
13 rcccmmanded that particul r optien, anc'. ticy co ini.:.cc.nad [

i

at this meeting, and !$r Uhits, as 7. recall, .1.Aict. :cc14

1

15 that we Scd no bacic objectiona to that particular
's

16 option and, i f that uas , in fa.:t, their reccr.cr/ n-lac.c r . a:4 '

j7 they felt that was what they wanted to go 1iisi. thc.t -:c u . C -
i

g be better satisfied thto have from them sano more fer.tal |
1

19 documant indicating' that colection. '

s
f

20 I believo it was left that ?Ir. Duncan wcult. !
,

-

t
21 preparc a letter of intent indicats.tig tacy.r cre ecticn of ..; n t-

:
.

22 particular proposal and t!u.t that would ba dcnc nri.m wci: .
t

23 to t.ne U.cocJ.ng. |

..

.

c,

14023 I
..

es
'we

!
20 |

'
.

.

|

| |
#.
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jon1

! A (Centinuing) I.lco at thic meeti:U t.3 w w ::d t-,

26
', T) 2 | acc're cursc) se that altc. t.ato Ibuccr 1, if the t ; > z

.

'

,

<
_

l |'

3 fact what in wac, or hho p cpay m t pl9.a. m der.le;r in !
= I

4' accordance wit:h standard FPC allocation precedura .
4

5 So that I was ac:-igned the tack at that
.

meeting to take a look at what the WCCD pcogle, cacir.3 :rs,6

f
i

7 had done and decided whether or not it una in fe.cu ir .i
Ic accordance with FPC procedure and get i::. touch t iuh :
i
i

g Mr. Cheeseman as I recall. P

. .

.!

Ito Q Was it left with an understending tia.t yc.: I
i

gg would be going to indianapolic in any n'/s t?
-

<
~

12 A No. Ac I recall, when the rt.00 hing ra : kr .':inr i

f

m.
J 13 up, Mr. Cheeseman invited ma to Indiane.r.olic a.ne. I

. i.
.

14 indicated if I felt it was necc.ccury to ceas to'the c1 gr.nl ;

.

to- to discuss any of these metters that I we,uld be 1. y. - :o C.c ce ,.

}

16 'HR. STEVEli BERGER: Off the'racord for c n ;:lar. . . i
i

37 (Discuscion off the record.) -

gg MR. STEVPN BERGER: Mr. Rigler, I hr.,va nc.rked r. :
!

l'
19 Applicants E:thibit 169 (OE) a two-page lotter Jrc:a i

!

20 lir. Cheeseman to Mr. Wilson.

21 . (The document referred to vac It.c.: :ad !.>

.l.
22 Applicants Exhibit (GE) 109 I

I

3 for identification.) ic
- ..

d BY MR. STEVEN'EERGE?l:
I.

. , . '

._ % {
,

O I will ask vou if you can identify Lhia a- a id,;

,

i*

1

.
't



, __ _

au- - - - - - - - -
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11,082 i
jon2 !

. .

.
I letter received bv yours712?

I,
-

.

I) 2t A Ycs, sir.
.

.{
3 Q Mr. Wilson, inro you surprii:ce it?.c you : c:aiv.n,

4 Mr. Cheeseman's letter of :!c*aber 14, 1975?
I

' i5 A To the entent I guasc in two respects. :irst od *

G all we had been expecting for ccme tima,this 1cutar t.f inta :t
i.
b

7 that it was indicated' i believe Mr. Duncan would ;r:.pura c:.0 i.
,

10 send to us. '

9 I was waiting until we receivad t'..ai. rep.".y befnre i

]
10 contacting Mr. Cheeseman.

i
11 I might say that shortly after the :.te'tir 9 i

i
1

T2 I had my peopic do the work necessary to check *.his

12 Particular alternative and quito frcudly we did 't u a any

14 particulcr reason to' disagree with it. !
i
i

15 Q Disagree with the procedures? :
.

B

16 A Mr. Cheeseman's proceduro, e

17 There were niner differences, but nothing ;
I

18 that were completely out of the order. i
g

I
gg We checked his er:pensos, alloc.ition of (

t'

20 .epxonses, and also the allocation of plant. .|.

i

21 Thare would have been some difference in IAe !
i-
,

allocation of P ant simoly because Mr. Cheeseman had 'eenlon c '

-

;

3 projecting figures from 1970, an old. cace no had, up b
{

a
r !y g current date in getting his investment figuroc. !

i

25 Perhaps the company fu: aished him ccma cf those.
{
i
!

. -
t

, |'j
..



_._. . . . . . . ._

,

,

a

s
jor.3 11,033 i'

. .

1 figurca.
|

.

P. ( Set in projecting 20::. ard, b.: cano cu'. '.i b' . a
.

r *

;. .

3 certain a:r.ount of dollara Uhich didn't nacascarily cir .c i

i
4 with what we were dete: mining in the tima at tho :.OC c.:se '

i
-

15 that us had just filed. i-

s I didn't consider that to be a signific n:t i.,

,

. -
+

7 point becance the inv6stmont would be whatever .it wt: ;oini |

|8 to be.
-

,i
g It was a matter of procedure recro Mal cry thir.'' '

I
i

to else that I was lockini; at.
|

.

;

11 I didn't see anything particularly wran; with I

gg his procedir:c.
j
.

') 13 I quite frankl'1 was noro cr les.: wait.ti; patil
I'

;4 we heard frcm them with this letter of intonc baforc I,

e

contacting Mr. Cheeseman.
!15

.S N B RGER. I m uld mark for .4.d..ti?i.:..icf-

-IG .

!

as Applicants E:chibit 170 (GE) a tuc-page ir.rcter witt
.

'
i

g

letter attached. The letter is dated January 7,1976 fron-gg

i
gg yourself to Mr. Cheeseman and the letter attachnent to aha.

t.

I
20 letter is a letter from Mr. Duncan to Mr. Kayuha datr* '

,

i: Octcher 31, 1975.g

MS. URDAN: Mr. Berger, is that a three-pa7a j
-

g

letter?
|

,.,

e :.
.

g g| MR. STEVEN EERGER: I am sorry. .It is s. t ren-- fa h
I

page letter with a one-Tage letter' attachrgent. |D
., 1

! ;
; -

.

.

. f
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1.1, . n -Ju= t
.

Jone -

*

,

e

I (The decir:snt: r.ifa: ref, tc a 2 & r :: d

/) 2! Igplictnts E:-hi.'3it (62) 3.74
,

t

1-o for id ntificchion.) !
*

8

4 THE WIMH:SS: Thic pari;icular ecpy I hav: Is '

i

f5 incorr:cc in that it has the Ecc% Jwacciatoc lett2r t 3 x;
-

i
6 attached. It was not part of 'the origin'.1 at:/citran:. chat !

o . .
t7 I sent beck to Mr. Ch2csc. man, j

- .
$

0 I sant a copy - .an I recall', I s'.nt a ecpy of I'

!

9 Mr. Duncan's lotter to Mr. Kayuhn indicating - or,
:
1

10 apologi:dng for not having drafted the lattar o;; int: at. ;
-

.!
11 1ith that correction, this is tha lin':Lr j

:f2 that I wrote to Mr. Choeramaa. !
.

.
'

fa" BY "".. w em."a x" e n.es".'. .- I.
' M "*u. ..s ,-

.

14 Q Why is it thc.t it took you frou tha.roct-: :.i i

15 of Mr. Cheece.zw.n's letter on Mo':c abar 14, ' 75 cat i.l' a c c uc. : - 7, -'

i

16 1976, to respond to Mr. Chseseman's lettar? [
,

17 A Quite frankly, an I indicated in :->' 1 't< c , ua
'

18 were waiting on this letter of int:nt, i
.
h

|

19 I had done the work chortly after the m tins. !,

.!
20 I don't recall enactly-hew long it uac, but I trould : ar 11. jr.,

i,

21 1 couple of Ir.onths after the mseting on August 1 I gieca i.: !
!

. . i

# i
t.

29. Va3.
e

i

l. My pcuplo had done the work and I wac rei Q to |g,
:

m >

i( ,, a comont on it, cc:r. ant to the a:: tent that 2 had na '

4

25 Particular objection to hic procedure:.
'

.

l:

i l-

i 1.,

N8 5 1c
,
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.

,] I fr.:lt it was in acecrOn:0 with ;c.D ~ . ' ' . |
, /

I2 allocation p chedure and thtt e: cept fer m a diSM:T.cac f n
,

3 numbars, that it uas all rig'at.
.

.
~

i
!4 0 Mr. Wilson, let ma to.he you back to thn:.
.

!
i5 August 1975 meeting for a r.ornent. :
.

I'

G Oo vou recall after the utsting breakinn ta
*

-
- s - ,

I

:7 a conversation taking place between Chuck Stout :
,

O and Mr. White at the brcchup point of the mactinc? - !
- ,

.

I
9 Can you give us your bcst recollection o" - i

I.
t

10 what was said by Mr. White and Mr. Shcut? .

.

11 H.'1. LESSY: Objection en the grctmG cf he:.rcay |
.

.

12 and that he wasn't a participant to the conver.?atica
s

i
13 CHAIRIVJi RIGLER: Uhat was the quar:dicC ?

ta bm. STEVSH EERCZR: Mr. Uilcon's 'uest;
t

,

15 recollection of what was caid by Mr. iihite an T.1. Utc c

16 in the conversation to '.dtich he has just tortified hs ms
!
I

17 privy to. :

I

ga }m. LESSY: If the reporter reads back th.c ,

19 question and answer and follow-up, the Chairm n vill c_c
i

20 the basis for my objection. '
t

21 (The record was read by the reporter.) [
i

24 MR. L3SSY: He has a vague recollacuien :f u ,

.

.s 23 convercation he didn't participat2 in. I objeca ca th; gre"n
) :

34 that that is hearsay. -

g CHAIRMAS RIGLER: Overruled. *

t
e

i
. i
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jonG| 1.1, 0 [ I.

4

i
.-

- 1' THE WITEESS: '2f cr.ly rcco lcati.on c:7 t .:
1

I '

i |

2 c::changa botuacn Iir. Stout and Mr. Shii o wac that it in sc.3 .

.

O ucy involved zn arrango:. cat thct related t uhr.e.~.it.'_ a nc
:
i

4 as mentioned by It. Stout and that .9r. White 's r,gli n
!
:

.

!

5 scr.cthing to *Lhe effcet that we vill consid:.r , h'3.cv. --
.

.

.G proposal you make at the appropriate tira. 5s

i
I

7 MR. STEV2:1 EERG22: Your Honor, i hav:0 t> ;
,

'

a further quactions of !Ir. Wil On. '
4

I would like to nova in Ipr..licants 109 'e -*1 1 70s

.l

10 into evidenco ct this tirn. !

<
.

1- CHAIP317d RIGLER: Hearin:s no ob,icctif n, .m will |,
,

-

3
.

n admit 169 and 170 into evidence.
i.

'

.

, .

g3 sApplicants ::n. . ,x. .s.. xc . 9 ana, ,.3.a a ..e,
.

g previously marked for iC.Sr.uifia.'.':le.: -

15 woro received in cvidence.)
J

1G CHAIR'WI RIGLER: Lat'c go off the rc.cor 1.

).j (Diccuncien off the record.) |

;

18

19 ;

*
s

.

20

.

27.
.

.

23 -
.

%

-

'O,

U4

-

.-
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.

|-S27 .

bul ! MR. P21":0I.T5e In + 2 aff-t' c~ Ocorr' '
- I el.

,.

l ! discencica, thcro wra nn i:.l .r. tion, cr &-.m h.: :s [ r'~

2

an indication that I'r. Hjch.i.5:lt, for the C:.;y, ini.m.ccc3

4 to cross-o:::mine first.
.

I uculd object to that precodTro, bac2u:. i I..

o ,

$

don't see anyQing in thic testir.any that ha; nny inpact
G.

uhatscevar en the Citv of C1cyc1 cud's cace in 1.his
7 '

.

>
.

. = .e '

.- S

has made in this prcceeding tht.t atill ro.;2inu a "it.bl2 -g

# ~" u~ "
10

,

Applicants .

tThe Ecard hcc alrac&.. ruled it vill c.,iu 1-titt: c
-

1

t

cn cresc-e:canination tc tha City. I appracintu ist 3. cli: , ._

13

but it would coen to ma that the c- propriate cou:::: in tb:
,

t

cento::t of that ruling cns concictant uith ,i.h nou. :.u

''foPch'd City to 'have an opporttmity fol'icuing titc c::nd -~

e::cmination of the other 'two parties, if there is to: : m c';i:2 r

to cicar up to cross-e:ca: ine.
.

I object and seriously question ti e prop:iacyl

of the City corm.encing cross e:camination for what in r.c.;
|

,

9

20 -

1 1

an estimata o.2 over one hour of this vitnces who han ' l

.
21 >

.

t

givan no testin:cny tnatimui.d. !rpact cm tius Cf ty's *

,

. ..

~.

ccca unausoever.
23m

s
. -

d CHAIRM?di RIC-LER: Ua will raflect on that., but ::j r:h.
24 ~

new that objection would be overruind. .

25 -

'
.

s
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,

*

. 1 r, m. .,
i

-
- 1

s
! '

; Morec*.or, wa sra nn':icipctin:- th 7.t in ir.? '-

*
s .

(;,,) 1:.u2 thic 'hbur oiche:: ccuncei vi.2.1 confor '.rith Mr. E ol" ? '/. &

g j '

.

i"'* U C '2 " ">0t i "i= E'# " AiCr'" # tO * i * ''#"'# ' ' 't - * I''3

4 covered by Mr. Hjeirafelt. i
,

t~

g There is a cortcin ecen0::;u cr efficie::.cy :o -

'
G be achievod by having a principcl croccre:r.d.nir. I c.m

:.

7 see sona basis for rotatinc that responsibility. !-
-

!

MR. ISYUOLDS : I can see that. !g
.

II thin:s the funnel is going in the wrcng jg
'

diraction uith respect to this particular ecutitrny at:d sia :g

Witnces.g
,

1,,
' CHAIRE.Ii RIGLER: Cr'. ay. !

N

Unless we chanco cur' nind durine the lenn 'l1.,.w - -

hour, wo vill proc 2ced en the accurgtion that the c:: * u?.:~.c.:1.,,

in overruled.
.

la ,

.

(Whereupon at 12:50' p.ra. , the hearing wa s
.

.scessed, to be reconvened at 1:50 p.m., this same day.)17 '

E327
18

.

!
i

19 *

-

'

20 I
.

21
,

L

23 i
'

n
?

k) I24 ,

||
.

*

..,.
&J t'

.

O

s
:

I g E

'D



i., -
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bul 1 AFTRn!CCM CE.cIOU

s. 1- ,

#
[2 (1: 5'.) p r:. ';
t

3 MR. STEVEN BSP.GdR: Mr. Les:ry 3. id to ga
,

4 ahead without him. .

i-

t

5 CROSS-EZA"INATICU :-

t

!:6 BY MR. HJEL1P1ELT:,

7 g I'm David Hjelmfelt, and I'm harc for th>
,

i

!8 City of Cleveland. I believe you tactified you had u:

O FPC filing presently pending in which you had filed

10 ratec for '.38 kV. i
.

11 A That in true.
!

12 G When was that filed? ;

] :

13 A It was filad,as I racall, thout ?!c.y of 19 ':.. Eif
''

.

:,

14 g You tastified that you had a negotitted r dn
i

15 decrease in 1965, just after the I?PC tcck jurindf.cti m.-
,

1G or approximately then.

17 A As I recall, it was about that tins. -

la S Wore the new ratos, negotiated rctoc, coce -

t

19 justified?

,

20 A I'm sure we must have had come kind of co;;h ;

1

3 -21 study that was used in determining the leval of the ::ames. !
-

1
<

22 Ucwever, I cnly have a vagua recollectica of that pc .5-f.cular j
:

23 rate changa. I don't roccl1 preciscly what we cced

24 with reference to justifying the level of the ratos.
,

..

25 % How about the ratos before they t.rcrc red'.1:nd? '

.

-
;

J h, , ;'-
;
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11,090

U2rc thay cost justified?
1

)L 2
A That una hack in the dcyc of negotini:td I''.21e

2
4

I had no direc't experience with 'theco negotiations. .-:
3

suppose from the e andpoint of the prepar? tion of a .:c.it
4

study I cculdn't say wh2ther or not there was a ecct a :udy -,
,

preparad at that tira.
G

~

0 Did you have a negotiated r$to cottlement L1 tr.a
7

aarly 70c? -

8

A Yec. The case that I mantioned, the rat:c ;

9

becarc effective in Septor.:bar of 1972. Tht.t care wce -2tt.od
10

by ' negotiation which was approved by the Federal Pc.:n
11

Commission.
12

3 0 And were thoso settlement rates coat justi.fied'.-
A _) 13

.

A I would say they uere. When we talk about :act
14 -

justification,we are talking about basically the cos.t; stuQ-
15

which shows the level of the rates and indicates a rt tc of
'16

return we feel we are entitled to or should have. '

17

N o.f , certainly, there is some argument r:I to '

10

what should be the justified rate of return. An I recsll,
19

that particular case was cattled approximately at tl s
20.

level of the staff recommendations.
21

G And --.

22
A So, to answer your question, ycc, I was

23

: would say the rates ucro coct justified.
|%q 24
i

TB.MRF Q. Had you filed requesting races highar th c -thc.c
25

level?

a _
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L
'.1,0 3..h'13

.

I[ A. Yoc,i:o did.
I

'
-.

J 2' -g 7ere the fi k d :w::.1 You thou? th cesu jut i: Tic'I

3 A They uare a::ccrding to what we felt tho ::ro
.

4I of return cught to have been.

6~

CHAIIW.N RIGL2R: let au st6te fo-- the re :ord
,

6 at this point that ua have considered Iir. Reynolc's' '

, .
,

7 objection en behalf of An.olicants other than 03, and ua.

O affirm our. decisien to overrulo the cbjectica.

9 MR. HJEL!7EIC I wac afraid aftcr theco

10 quescions you were going to chango Sciu mind. -

11 CIIAIPJ1701 RIGLER: 1.'c may yet.

I2 (Laughtar. )
,

,./ T

(f 13 MR. REY 1? OLDS: I uns juct uniting fcr en *

.

14 opportune tima.

15 BY MR. HJEL:EELT:
'

1G Q. YOu stata that under the n.r.! Ohio cuatutc aftsr
,

t
i

17 a n'ine-month period your rates can t.,0 into effect.
,

18 Will' they be subject to refund? -

19 A Yes, sir. Perhapc I chculd add thara in niso

20 in that particular statute a provision that cays ths.t if 1.he,

21 Cc:r.ission does not act on those raton'. withi'n, I Lalictie
4 "*

* ...
/*2 it is an 18-month period, the ratec becerac porttacon';. '

'

i

23 ! O Withcut hccring?
.

Gw 24 , A. Proutunably - I don't raccll whether or r_ cir
,

25 thero is any provicion with respect to a 11 caring or not. :

I

.I -

>n



-. 7

'l -. L __;

1.1 , O .t ).
t

b :4

1 rculd suppc:a not, if th a ro t;nc L;; :cn; pere.ntent.
_

2 Mcv I cdd to th t enu.- r D'.eane?s. .

3 G Surc.

4
-

, A. There is thic caspect of the no:r procSu;;a . '

*

5 Since we are dealing there with 'boch accounts o.'i in ;;;;trec.u

6 and depreciation, the time that is required for t'd:: 2. nt:J
.

,

7 stu:!y va dete:d.ning t'le RCM vclue lacn e.icistir.g dnp;;;;...itica
.

,

G will not be there any more..

9 I uculd suppose that the Cermission vil.1 r.i

10 able to act in a much faster fashion thcn they hnw, ..:: ti...as .

.

It past under cur old rate base len,
j

'( MP., STEVEM 30EGER: Let no atz.'ca , i:r. Ch.C..t.. tan ,12

i_() 13 thU: cartainly upcn the cigning of the bill by the *

_
i.
I

14 , gevcunor, we will be ma':ing ccpy of tha'c r.ciic.62:: n.: the.

.

15 Board and all of the parties.

IG 'BY MR. HJEL'.?ELTt '
-

17 Q.. I undaratand your testimony to be tr.ht in the
4

10 1 cst round of rato negotic':icn3 vith certain of the

19 ordinance citica, there were si:: cities who did 1.ot aci;pt

20 the preposed ordinanca or the ordinanca that wa; bei:1.,.

.
.

21 negotiatad, and they cir. ply kept the old rctc, until rou had
-

'

22
|

the next negotiation; is that correct?

23 A. No, cir, that 13 not. That una not ..he 2 ;;t

OO o.th round of ncgotintienc. It wc.3 the round prior to th 3 'cai--

s .

.

s.c.
round.,o.

.
. 4

1

6 -
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11,Os3 j
.

: Che panicular cition I hcd - af.'.ronce ti. .' -

,

- hua 1 -

actuall' y what happened after that round of negotia; ..:m,
!

2g
- .

|
rather than centi.m2ine to negaticte with --d u' h m.u: u !. 9. : -

'-
a -

1

:

4 group, we filed a case with th3 Public 15tilitica Cr: 21r:4- '

s
,
.

S and that. caso is Casa Umbar 73-047 4 , which u:s finnily !

'

I

G decided, and tho raten put into effect narlv ti is 'e.: L;.
.

i

.
'

-

|
'

7 I believo *-- no, there ur.s noms com.aun::.12 7a

G that after we filed a cace,and one of the c=n.n'.ti<;s I

.

ig can rom 2:abcr is the C2.vy cr Ritt=cn, they ref'.r;ad t o c.s o ;
. t

;g our original ordinc.nce.
{

gg We didn' t appenl, but wa hopt hopin. sc' |.

e

12 through negotiations we vould be ebit , te get thom + e pz.te
.f %

t iL.
-

.

u
13v e

Then we filed this new caca which ucs u..:::.ur14 -
.

.

Icvel of rato chcnges.15
.-

.

.

-

1G So that actually uith thr.t casa thn iot.'.I .e-
.

getting a two-scep increasa.
{17

s. . _ . _ -

18 But when we went in for our application : 1-

gg an, energancy basis for a part of that incracso that : o j

20 we're .asking for, Rittman passed cn ordincnce which n ' tad.
.

. . ,. i

to att:aal from.
21 - --

.

i
.

*

|
Tnen in appealing that that took thec out. oC. , . ,

a
i
| that caso, and that appeal 3 c atill paading,

'. ') In the meantino they arc en the omerp nc '
.

,,4v.
.

.

rates that we asked for.

sS2G

.

.1)(L
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29 I C m. .-r .m. ,.i _m cr.m .n. ., .v.. . m. . .i. . ,,,11, ..._2,. d. 2o ' .- ~. **_.
. .

*
i

e II
. .%; F uhct you cuy ynu n.. .ena n ca c c .-

,.

3 t

I thcelht in un e;;2ne.nce city ci:m..tb i.e.. r t. . . It :.

.

4 dir:ctly uith tha city and vcur recourco tma the rv. . al
I

--
- i

' S .procedure to the PUCO.
, .

. t

6 THE UIETdGS: Und:r nor.7..:1 cireta.ctu::sr %;at ..a
7 trua, sir.

I
4
4~

8 Eovever, with tha lac- rer.nd e-2 12cre..i.ue that (
9 wa ashad for, in this particular leval of cera-,3 - ? :- we, . c ,'

!

to I mentioned carlier, have been filing v. c ca with the
!
:

11 Cois::niccion.
i
i

12 CKhlTJ1AU F.IGT.,ER: Simultancausly? i
.. s.

13 T:iE WITUEGO: Y s, should they chcoce nc to

14 negotiate. -

9
.

,.

15 Thera ucro forty of those cor::.anitics ::h t
!16 proferred sitt. ply to let tha Cor:2ission go chnd nnd <:in
;
i

17 the rate rather than adopting an ordinancs. ,!
'
,.18 BY MR. HJELIECTE:
|
!

19 O Some of thoce citica negotiated and cSor"ci .m !
'

-
.

. 20 ordinance; is that correct? '
,

I
i

21 MR. STEVSN E3EG3H: At what point in tizo tre
!
i

.

22 wo talhing chout? >

i,

.

.

23 IIR! HJELIIPELT: Thic c37.0 c:20 . i

s
, ;

,

24 T32 UIM' ESC : Last rcund?-

25

|
:

.
|
.
O
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a

,.,Cn5 '
.

JCM2
1 B'l LLR. HOELP227.N:

, ,
- .

.v c Q I!o , :lotula a, .uo::a .t.cr.,n.
,
,

3 A Tha prior rcund. Loh's refer to ch.:n r t! O l ''1. i

.'4 vintago round of incroacco.
f
I.
,

5 Yes. Most of the communities that wer.'. n th <. |
t

t'S particule.r leval of rates did pass ordinancpa and we:. e }

7 billed on thocu ratc3.
.

;8 0 Ucro thoac ratos coat justi.? icd? j
9 A Yes. i

j
i10 I don't recall tco much the details of U Oi:

.

!11 particular study, but, yec, we did have a cost ct.2dy u!.at

indicated that the ratac that va wara requestini; . re12 ,

,!
'

(! 13 cost justified; yes, sir. .
i

la Q How about the citics that didn't acia2 L
,

1
-

15 pasa the ordincn'co? What rato v:c in effec 3 for tho: 7- '

16 citics? -

!

17 A That was a rato that was estchlichsd in 2
is believo about 1969 or thorocbouts.

19 Q Do I understand, than, that that 1969 ra a
'

,

e ;
I.

20 would have been in offect in thoco citics f..vc 1972 ~ c ;

,

21 19757 a

,
.

|
-

,

l22 A It truld hava imon - yas, it wac in of6 Ot in 6

!
ia those citics u".til tra roccived tha cr.artency r21ief c2 tha :

(-) Co:nx.iccicn in tho caco I :!icationcd carliar.
1

ieu,, ;-
iq
-

25h Q Werg We rates bohg cha2 god for Scsa ci bian :
;

,

. I

:
M I
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jon3

1 coct justifiud during this paried?
.

.

d 2 A Ma carttinly dl.ch' c think co.
,

3 I CHAIRHAN RIGL2R: May I bc.ch up a minute'.
.

.

Have yon finished with the 130 kV rata f:. ling
|

,
,*

'

5 question?

I6 lin. HJEIJELT: Yes, I believo I. hava. .
A

i

7 CHAIPFJtH RIGL3R: At the tima you fil:d iha 15h hv
i

.

8 tariff with the FPC you had no municipal customura t.IO '

we:n.
i
!

9 then taking at 1307 ~
!

s
e

i i.
10 THE WITNESS: That's right. And va sti!.. 50 not *

5 11 hava.
::

12 CHAIPl!AU P.ICLE2: At the timo you fil.;d .'t did lon
h i

13 anticipato you vculd hcv2 cuch cuctomers trithin 6^. <.c 90

i t. days of filing? ' i
.

15 THE WITFESS: No. I

i
1G You see, the rules of the Federal Powar

t

Commission indicate insofar au determining a toot scriod
i

17 !

to for the testing of the rates that we ta3ce an advanc:
.

Period so that cur advanca period - if wa filed -- : a file c, ,I
19

1

20 as I think I mentioned, about May or co of 1975. Uc n re
{

+

proj,ccting forward at that tina for a ft11 year frou I:1.y .
21 8

I
,

'
.

I22 of 1975 through June of 197G. And that was the tesi p :ric:.
|

23 to test ratec that we filed. t
~

, -

I

h- Now, wa had tb pro-icct all of ou-- data i.1: sari. !

f

.of3 -

'

;
:

25 and wo, through conversationc uith the City of Miler., falt i
'

!.

:

I
_
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jond ll .- C 9'i

1

| that at so:ca tiro during that pcriod t'.:ey vocid b,. cc r.iag i

i''' 2 on cur lines at 138 hv. !
!

3 So uc have actually billsd er put th n

4 into the case even though it didn't happen.
.

5 th were projecting at that tima.
i

G Wo do have them in the caso taldng servic 2 at,

7 138 kv for the firch sin months of 197G.
8 It was only becauso we were projecting..

|0 CHAIRtIPJT RIGLER: ' lou put tha:1 in in May 3 2 19',5.

*
I

to as a possibility of coming on lina undar the.t 130 h. schedt.lo !
11 the first of this year?

.

12 THE WITIT2SS: Yes, sir, that's correct. f
i

-

i

13 MR. S!IITII: Mr. Wilson, rero th0y 1;ropared --

did they havc the phyc3. cal facilitics to accept son 1.14 2 at I
i

15 130 kv? !

l
:

16 THE WITMESS: No, they did not. Dut tint a 'tas - |

17 an indication -- I don't recall exactly uhat &e

indication was to us as to tha stage of orderinc 09..i;uent18
.

10 and .so forth to provida the substation to tako survira ah !
I

138 kv, but it was our judgment or actually it wasn't q20

21 judgment, it was the judgment of'our people in the d;/..nion*

)

23 who contact those folkc ragularly that that co: vi:.2 ecu.'d j

-
..

23 be made available cocctimo about the end of the yscr 'cu werc
.

,

i
2.5 thinking at that tinic, i

*
,

25 HR. SIETH: So they didn't have to conatz ut .j
,

t
- :*-

,
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jon5
.

1 | their facilitica until th.y hac'er "'3b tha rata uc3?
i

'' 2 T !E UIT.:ZSS : 200 rcally. ''
..? h r.d - - F : : 2' EJ.

.

3 they had the equipront on crizr sh that tir.2. I ma : : E nure.

4 But they would havo knoun uhat the rate ras going to ba :

- !

S- when we made the filing. :

6 BY MR HJET- & Ulf:
.

, . ,

7 Q In Ohio rato cases, how ic the deprecitt'on
i

a of the plant determined? -

s.

g A Under the present, I cesure the p::e:5 erd Inu,

10 or at least it will be the law under which saae of oi r cases

i
;; that are filed now will ha decided, it is a =chter c:

12 |
going cut and loching at tha property and detor:.61ilu nut .

,

the depreciation is.-

1 a,

14 The lau sayo e::isting depreciatica. '

As a matter of fact, we have c1 ways br5 t diopn 2
t o-

16 going with the -- at least for a consid6:able period of tiu
i

b

we have had a dispute going uith the Public Utiliziu
97

.

ConItission ,as to how that is determined.;g

They invariably cono up with a higher h ras of.39

dapreciation than our croorts do. !
'

20 -

We fccl and have aI. ways felt it requinc(i :t., tu .

e , ,
.

22 field inspection on ,a carple bacic to 1coh at the tz apart-

cnd docide onactly uhtt hte c:inting d:uraciation ic-
.23 .-
,

1 :
/ Erports in depreciatien can by lookin3 c ' p l.::

'

.,
w

.

and wires come up with a percent condition uhici, vota d relt + :



,

w
4

1

$cnE } -*g'- e e.
,; -

,

.

I
'

;
,

to the rnmining lifo of tim.t propcrty.
. |

3

dj 2 O TU" U37 Uhi" #0c"ir2 U 2i=l =t' I' L =

| the PUCO cake the field sted;?3 t'

| !
'

A Yes. I won't r,ay how much they raly on ..tr but4

g they do make a field study.
|
I

O DY * U "" * '* Y "6,

e i

they take their own carplea?7

A Mo. They take their own samplen. It i.; crtiroly '

g

independant of our ctudy. ,

!9
!
,

0 What than is the disputc? IG it the j;g
i

dicpute cir. ply in tha outconc? |

A Uell, through the years the Public Utili.y

Ccamission staff hac relied, va feel, catsidorc.bly
'

upon offica studicc which uculd hava to do with datt: trininc
Lte using Iowa curves the rocnining life of th3 .7rc orty

|
:-

!that is ctill in crictance.
10 I

'

Tie have felt that perhaps this vac net d e
17

proper preceduro or the one that should be given the t:st

woight, and that a.truly obcorved study would be i c;.c

accurato.
20

But, nonethelesc, the ntcff hcs, as I any, I d='.t;21

hnow how mue't relianco they place on thuir effico cm dy cnn

hou much reliance thcy place ontheir ficld suudy, btc. in feet
_ 2a

they do generally con 0 out teith a greater ancant of
24 ,

i'9 dcprociation than we do.
!25
l

I I
I

__ .f ..
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.
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.

'

]cn
f
i@ 1 Q A: o the Ic.ta curI :0 ccc.:sto 2.n cM r !

, .

'j ''
,
'

2' juricdictic.:c?

.-

., t .s I u..;. - .2,.- . ~..m. ,. . ; 4.t....,.. .r.c. , , . -.
. . . . , -.. . . u... c. ..~..a . ~w

.,

'

s

jurisdictions insofar ac datornining beak deprosiution, hw.; i4
. .

w ar n t talking about bcok deprecir tica herc, ne 4.2.e -

S.

talking about c::icting daarcciation.6. .

i
It is the physical deprecia::icn c2 the S.:c;orty ;7 ,:

and not the crount that is booked. !
8

I

Q Docs staff maks 1.aterpolatica thsa frcm:~-
g

,

;

the Icua curvac to obscrved deprociation or e::intia;
gg
i

dooreciation? i*

11
i.
1A I cm not cura I a.m qualified to cav tlhat i

12 ''

;

l.,
.

!tho staff docs. I am not cura that I kno*.t.
.>

I

'i
Q What corb of dOprcciation in uced in .?PC cc.cc c' ~

. .A FPC ucca bock depreciaticn.. '
15

l,
Q 'Is thcro more than ene 20thQ cf dctor:.til i .g ;2

i
book depreciation?

|,

i

A No, not that I know of. |18 i

Occasionally there is a review to asa % ctDar ito i
:

. or not you are properly booking depreciation for a i20 t,

particular account.
21 .

.

.

Thoro may ha a change in tha parcent that. ic
22

booked occh year for diprocaition, depending upon a ot.dy t

:.

23 I._

C) of the account. '

, , . , .u-

But insofar cs I kr.ow , thete is really nt- .dispnto .
25 -

i
. &

a

h _
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|
|

. 1

s 1

1 as to how you go alfout cetermining hoch dearcai:. tion- ! i

;~

O 2 'O Ico thcre 'raricu method.; ? arriving at. :
'

s composite depreciation rato?

4 MR. REYMOLDS: May I have that qucction bac.k? !

.

| (The raporter road from the record ::s raquacucm)S

! :
'6 THE UITHECS: I cm sorry. I, don't know uh:t you

.

7- mean by composite.
'

t

8 BY MR. HJELliFELT:
g

i
+.

g Q Did I underst. nd you to any t; at recentl;? Sou I

10 have begun using a peak recponsibility n2thod c:? coLu
.

.

I
jj allocation? j

,

i
12 A Yoc, cir, that'c correct. I am talhicg about j

;

13 with the Public Utilitico Cornission as cppocad to the Fcdcral[
.

' Fow.r Cc;niccion.14
I

0 mien did you begin using the pack roc 9 n.:ihilit-15 ;
-

n

method? I
16 i

i
i'

A With the last round of cases that ne37
a

filed. We started filing those caces carly 1975.18
!

Q What mathod did you use pric: to th:.t?
{,g
t

A/ 29 We used a method called an avercgo and c::cces i

dr.Ecnd mothed of. ccpacity cliccr. tion.21 .

I
Q How doe: that diffor? j,, ,;g

i. -

i
A Wall, I can give you e.n c:glanation of tha

.g
i

.g-s ,

n
avercge excess - average and c::cesc demand actho.l. :

-

24
|
i

As to how much it differs on our ayata=, it -!,

<.5
;

f

k

I
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|

'

jon9 11,10.*!
.

I
1 I difforc prac-ically r.ot at all. -

t i.

, >

2 Would yon carc fcr ma to gi cs "cu n'.o I'v' I

3 cxplanation of average and c:-;cass dem.aad ucthod of 'lloca--

s tion?

5 Q What was the purpose of nahing the changa?

6 A Wo falt in today's times, wi,th people ta.. king
.

7 more and more about the peak recponsibility of cusi:01 cra and

8 how they contributo to your peaking and how you have to

g buy capacity to satisfy your peak rcotirements, that cran

10 though on our system it doesn't make that much diffe: ence ,

33 that we 5:ould be coro adequataly ans.vring th=ce der / nf.s

.
12 by going to a poch responsibility coct allocatian proc.:durm

. ,
,
'' Q Does une Ohio Conission require any pa2." icula:.-j3

YE IC OD "11 00D "UNCd714

^ "' UY " uO' ' Y **15

# " "* Y "* * " #~~

16 ~

that they havo used the no coincident demands of the various

Clas5eS for their COct allocation.

On our system the factors and up co cloro to i,g

urs that thora is practically no diffarence.20

Q Are you awaro of other cost allocat'.o:2 n.tti.ods?
.

1
A Yes, sir. There are many. I havo heard it ca.'c i

'
(there are fift'v or co csot allocatica mathods.

. B
.

v' Q Would they produco difforent result::?
,

| A I expect they would. The only onss I am virv
| 2b. '

!

( h



_ _ _ ___ __

_

,

Y

. L. .

jcn .1,105

..
fani7.iar uich is the noncoincido.nt method nacd :.y w n1

;>
- 2 Ccr :ic.7icr., t1:2 p:n.: .;c pon;ihility net ;;n shic.t'

,., 2 :ne

f
3 , adeptcl, cnd the averaga and e::ccc: n.s i od whl.ca t;c ' :.d in |t

4 prior times.

5 Q !Qat mothcd do you uco at the Fed 3ral 2c.cr

G CoImicsion?

e
7 A Peak recponsibility.

0

0

10

i
ib1

I.
I

12
m .

la r
,

!
., -

( *+
e

15

'
1G

I f

10

19

20
i

j

1

I

.O.1

|

|

22
i
i
k23 '

.. ;
1b

~

24
|

|

|

25 |
L
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I
0 In the pack responcibility calculatml uho c:na -

S . .L:. .,

V h""1 2
before both che FSC ind tha PUC?

:

3
A. No, I halievo I montioned earlier in my

-

>

4
'

direct excmination that in the Ohio Co::aission ' : ha been>

. .

5 using a weighted average of the sumer and vinter pe:h , {
t

6 whereas with the Fedaral Pcuer Cornission va have ua-d an j
. . ;

7 avarage of the 12 months. f
i

8 G Would those two mathods produca diffor nt rcsult::? *
i

9 A. I don't believo so. {

10 g Is Ohio Edison a summer pecking system or 1. inter

31 pock?
,

i.

12 A. I think we like to thin't of curaelves as .
|
.

t
,J 13 sunner poching system, but, in fact, last year ue - ;

.

I

14 had a vinter peak. Tnc pechs aro so close that
'

_-
s

'

15 there really icn't that : much differenco. Na have :.cen ;
\ i

!
1G a suir.er poahing cycton for a nu-ber of 'yocrs. i

.
i

17 I might say that is. one of tha reasons r.h:. ;

1'
18 'averagb and excess works out to be almost the same a3

1
19 the paak responsibility, because ne do have a fcirly .

- 20 stablo cystem with a ausner and winter poch thct src j

21 very c1cce togethor.
. j

- i

MR. SHITH: You are using the term "cVera c22 .
,

23 oncass" or cre you saying ''avarago and c:: cuss"? ;

!
. |O 24 THE WITNESS: Avaraca and excons. i-

i
i

25 I
i
;.

,
*

.

.
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I
bw2 1 DY MR. HJELM1'ELT : '

|! ,
-

!
'

Z Q. Ar3 all Cf thO CcCD CllOCatOd by .;h O OGC 3
6

3 method?

I
4 A. Mo, the -- uhen I talk about peck raspont C;iliv.y,, '

.

S I'm really only talking about der.nnd related cocts. -

G Costs that are related to energy would be allocated on |.

!.

i

7 kilceatt hours. Coste that are related to custo rars .;culd ;

i

8 be allocated on the basis of cucten'ars.

9 If there arc sc e exponT:n that vary wit? refercaci
.>

.

10 to -- well, for instance, billing.There are nore cc: plicated !
.

t

11 fo: .r.3 of billing.

12 Wo would allccate those cccts on the bas:' of a j
-

., ,

.

l a, weighted custoner procedure .m
.,

- i

'g4 G Are thora variota mathods 2.1 30 of allo: bi..';; '

15 .
|'nondemand ccatc?
.

.

I
16 No, I don' t believo so. Whan I cn tal'; int: c.huth :

A.
,

37 cost allocations, I'm talking entirely about -- i
,

demand related cccts. Ev0rybody vould allocate ene .mr -h10 ~

on the basis of kilcwatt hours.jg
:

0* How cbout things lika adrainistrativo costc? |
.

20

A. W 11, ninistrative coctc generally fol..cc. ot'ior21
.

costs- For instance, the Fed 2ral Pc*.for Comrrdsuion

a cabs aMnha&c costa en Oc basis of Eram lh23

~--'i
I- .

Co3t3.
.m. .

s. , ,*

.

i
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L'.,105

b.73 ;!
:.

;J mo dhoc'.?
_ l

!

'd a '. is I n not s :- e 7 c.in :.':-"v that., I h'.c. ' '

3 routlts of their studica, but .U n ect Ot';r ;. .ny he.;;: Tarz,

4' uced the same allocaticn procedure. I trould ha.a to
..

g assume they do, but I'm not om e.

C G On the hora rule citice that can cct.:Jc^.ish
1

rates by ordincnce, ara they rec uired to uno the sac e7

rate cs the CortJ.nsion, the Ohio Cc cniccion? .

8

A. There is no specific method for cat?blis' .ng
9

rctcc within a cc:munity who chooses to fi:: rctes
10

by ordinance that I know of.zg

We generally une the sarc procadt ce that se
12

1

'

so before the Cce:nissica, baccuse that i.3 the one ti
13

I
! hava availchic to us.g4

.
,

10_
If, for inctance, they nera to pan . an o? i nan: -

with which we disagreed cnd had to arnaal it Uc.u?.d :
10

--

i

decided on the basis of the PUCO Ica.
37

.

MR. SMITH: Mr. Wilson, did you use the;g

term ''home rule citics" in vour direct teatino ct'?' -
19

.

' * U8' U U ** **

20 '

I'
MR. SMITH: " hat is a " heme rulo city"?

,.1,,

_

THE UITNESS: It is a city thd.t hae a rie A to,
, , ,

w

fi:c rates for the chcrges of electricitv vithin the."

23
3

24| lty. They can bc the rate-making bcay for thct c'.tr .>
,

25

- ,
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M
*

'~. 11e137L. 4
1-

1 BY SIR. HJELITI:LT:
-

- .

b' 2 0 Actually, this rata-m$ing funu'.icn cf j
:
I

3 a hora rul.2 city is cnly cna fecat of being a ' cna 2 ilo ,

^

4 city; isn't it?
i
'

5 A. I presuma that is true. I':a not that ue;' l- ,

;.

!
1

versed on other thir.gs with regard to homo :"Ila citi 23. .

6
.

.
.

7 11R. SMITH 5 IGy interest in just the opperir.. .

f

Is there a special home rule city torri.nology used icr thu ;
8

1
:

right to set' rnten -in the municipality.9
.

There are some citics in Ohio that arc R
-

,

10
i

11 special' charters home rule citics for other ,

.

1

i

12 purposes. ,

13
THE WITlD3SS: That may very tacil be, sir. 1

.

I am only farailiar with the Coda as it ra;.coan ;
14 -

-

1

to the setting of electric rates and, under that oc M t?.2y '
15

~16 have the right to fix . electric ratas. |
'

I refer to tha:a as home rule citiac in f
17 i

.;
-

.

18 sthat respect. -

|

19 I-IR. SMITH: What uould be nn erenple of Tec.iea

in your service area that are and are not-Acm2 ::ule cities? )
20-

TIIE WITNESS: I think any incorporatad :.rz.ruaity
at

,

22 is a heca rule city. ,
;

MR. ROYMCLCS: Encese no. Could I an:c E
23 ?

, - . , '
soc 2 thing to follcw that en clarificaticn?I

(V 25 i
-

1
! ! !Do you mean any city, incc- porr.:.ted city:[

125 I

i
"

l
- 1
i

*

.'
- ..
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.

'11 ; '.C '!

b5 1 in Chio is a he:ra rula ci'cy?

-

Z THE NITUESS: Yes I'm 7purking wiini n.sr:.: to- ,! r

h

3 fi::ing ratec ncv.

4 As far as I'm concerned., any incorperc.ted ,

e
'

' 5 city in Ohio has tna right to fi:: electric ratas,
.

G and in that acnen, I rcfar to than cs a hora rule ci :'f,

' E.
. -

G?1 7
:

8 :

9

10

11

12

.

> 13
9

14 i ,

,

15

i
'

10 ,

17
.
t

'
18

f

19

20

21

onm

,

s*e

(

MQ ; e

4. w 1 i

t
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Jon1

32 IIR St TE: There io cnothar ura of tho , m
t

I hora rule city and I an. trying to dici-inguic:a it.,| - - ;- &

1

12.. E.YNOLDS: I hpprecinto that and thai- is v: ;r3
:

a I wanted to clarify it. |
.

IaY MR. mmmT.3 ,
,

Q Docs a municipality that wants to pds3 a rit to
G

a

ordinanca, does it uso the sanc allocation factors i
7

net:accarily as the stata cocaission wou.i.d?g
I
'A No, no. They choosa thair own c:: pert ant. hag
;

developn an allocatica *crocadure. Presurtably he coui5 ime -

10 '

%;hatever he felt teac justified or appropriate on the !
.

Ioccasion.
12

-

,

Q Can the cot nunities that are empouerad i o cet
.

a rate ordinanco, are they authorissa to join togatiwr in c.
,

.

group to hold a rata hearing or nust they act individanlly't '

i
MR. PIYNOLDS: Let ta havo tha anasP. ion h :k. i

IG . (
'

I
.

(The reportcr read from the record as retyactaG. ) !
i

. MR. P2YNOLDS: I don't understand tho qucstion.
18

I

To hold a rate hearing; is that your qucatien? e

19 I
e
5MR. HJELMPELT: Yac. #

20 .

I

MR. I2TNOLDS: I don't understand the cucchion !
' -

|21
.

BY MR. HJELiuc.;iT: .

n,
" ,

!
O Do you undcrctc.nd? i

23 i
?

~') MR. FZYMOLLS: Encre arc they holding a na20
24 ) i

hearing? !
25 -

i
i
!
t.

.
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,
_

2.-|- If a t.=r.icip.t. lit 1 canto to cet c rcta em i. I r.c.
,

~I |" 0
t

i
!3 i is it cruhcriced to hold h;,arings 1:ith re ss.cc to ;. .
:

g -
,

4 pro;;oced rato=?
.

5 A I presume they can do whatetar they cit 3.ie te
i I:

6 do. They could cch us to ccrae in cnd nd.o c< procanttlien |, ,

7 scith reference to our fooling as to the level of 4 '.n
i
.

i
8 ratos. If they chose to do ro, I am euro tbs.t many : f our

g division managers hava crpe2 red hofore city councils 1.'.S

10" made presentations with reference to our rate proposr.is.

+

11 Q Are you aware of any Iv;.nicipalities that inne

12 hold rate hearing: c'niicr to shnt you would :.mpact '.o !!ind {
- ;

I -

hofore the Public Utilitics Cc=licaien? s13

I
14 A lio, not that extensive. '

l
;.

0 talen you -- did I understand you to .'c .7 ahrt yot j
-

15
.

. ,

l

1

1G filed with occh city a rate filing' cimilar to that kitich ! !

.I

you would filo with the stato cc= mission? !17
I

A What I said was that in recent tim s, in |18
|

Icddition to cancelling - yoc are tc1 king about m di:.rcc319

~ eltica, I presur.c? j20
!
.

.

0 Ycc. |21
.

>>
. 1

A In cddition to cancelling the rnto criin :0::30 j22 i
! .

vc have concurucnt uith that cr.cclling or chartly t' <rrenf-:.:.r.:
<%~ .,

.
9

V thencvor no could, filed 'c casi tiith tha Ccccicsion <cr i,4< ,

tha -- to pret?.ct ourcolves in enso the citics dceic: v3 noh ' c25
t
t

* s

i

?y
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. , ,

i
.

3 :n.2 y '

t

! >J necctinte. Thsv don ' t have to fin ratO;;. If t' Icy c: 0:ce m'.-

h
s. .,. o .

to c,,a oc cr.a, wo .;o ric. o n c, c.acun 2.t ., au. , le ic .Lc. t. ;n
_ . . . -

;;., ._.

| .

'
:.

3 i bc ft.csd with filing a case. So cencun :nbly to :a !
i
<

4
. cpoch, with the cancelling t:c fila a caso just radar .ta :

'

i

. : 1
,

5 ciretnstenecc.that they chcoca not to nojohiate. I L".." t h a n ;
t

; !
-

G I that cato rcally forms tho b2.cis for the neciotini:. ion:... |
,

7 0 In making thic filing, do you maha a sop;. rata
!

3 coct study for ecch ordinance, city?
.

9 A Wo would -- our cost study is rol.atoS to the $
I

to p up of communitics that hac the particular rctes that wo
|

11 vant to chango. Not a city. |

|12 Ecuavor, if a city paaned an ordinanci v.:.th
j

!.
uhich oc couldn't cgree and we had to capaal 1.t, thci tha33 t

.

!

i
14 caco wocid ir.volva only that city. !!

.

|

i15 So that is why no .hava to be propcnti af . 2ay

16 time to justify the leval of rato in that city.
'.

i37 Q Now, actually the cost to serve cach cit: in n -

!
' '

'g class would no: b2 the cama, vould it?;
.

;
r

I
gg A Probably trould not be. If na vera to ca! a cach i

?

20 one individually there would ba come variation in corb to I
i

21 serve, yes, cir.
,

i
22 Q As a nattar of practica, that in not < ions ?

i

1

23 A Uc don't do it hacaunc UO trould ha :4.uiniscarir.[i ,

T ij g3 different ratco for cach city. It baco::es c her.aicer bnsk. !
I

J, Wa had a nuaber of cities ocas rata ordi;. ncos tu |
-

:

f
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tjon6

i
I h55 to appeal frem, and :00 acI:ed for en c:.upncy i:_ rcare

2- cnd it we grcnted by the Cousiacion.

3 If na trere to continuo through lanring c- cach '

4 of thoco theoretically we would cad up with tsenty-tt.o
f
,

5 diff2 rent ratsa. 1
'
i

.

I6 Wo hope that is not the casa,. but it ce n hng:nta !.

3 .

!7 0 Do you make a ecct study to deterd.no M
-

-

!8 );nto differcatial you will chsrge between tha differ Lt i

O siced cc:enunitioc?
:

10 A As I indicated earlier in my direct tactf.r.cny
,
.

!
11 wa hava stratified the coznunitic.a in a group by popit tien
12 and we did that becausa coma yacrs ago we mada a ctu y of una

!13 farilities thct are used in thace various cmac t , e no i
.

14 custonara and found M ct there is c very cloca cc.cre; e. tic..
'

.

betw:cn populction and let's cay our isvectrant ia p 1;.c |
15

1*

1IG por cuctener ao nell as all cther facilitica. '

.

17 Wo have strctified than as hest 172 can t- :ahe
'

.-

18 up the unit for rato making. I

,

19 For inctar.cc, in our firct levc1, which : y the
20 way wo hope in in the procces of being ecmhined with tha |j

i !21 second lovel,.we are striving toward uniformity of '

a

i
22 ratos if no can. '

-
,
4

23 S'horo are tso citics in that grou; , end s .' arc !
~

.

2.', procently into negotiations with these cition."
. '

,

i

23 0 When did you c.?.?:c that study? :
.
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i
G filing of our last c :. css. So t'm t 1/2 hn7c ?.cm2 id..w. at 2.i.5

. f
'

'7 tim.:2. The rclationship of the nu izr of cuater. arc to our
.

O invastrent. -

1
e

i

9
-

Q Is the pole count the cnly bacis on uhich this '

!
.

,

10 allocation is mcde? ;

i

g; A No. For each of thuze group.":, we acter.lly have

12 our engineerc, the conculting enginecr :,. co.m in and ma.kn ;

i

13 m ple invantoricc in each of the crenc~that s.ra undar '

.

.
l
.

y j study. And free. that inventory dicy nra chla to i
.

I
s' directly cssign distribution preparty to that :;.rticult

. i

16 2:0@ i
.

i

17 The allocation has to do with facilitics that |
t
.

1 '.;g are cor.r.only used by other connunitics, tranrmicsion, i
I

gg generating plant and so forth. ;

,!

20 0 Do you make specific assignnu.:nt or specific

I

21 allocation of any facilitics other than distributica '

facilitics?~,
u

A Ma, we do not.-
.a

.t
s .

-) Q Cofore the FJC do you over mke specific I,.
.s .,

s'
i 1

allocations? |'
u.- t 1

.
h

.

t
i -
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jenF l' .~1' '

3
.

I
1 ; A ::c, "a do not.

;
.

) 2 :' You are talhin r .:.wout i:dreet asair.1: aat, I nc " '.-,

t
.

.-- Q v,. *
, -

g
.

.

4 A No, wo do not. '
-

|
,-

5 Q My recolle.ctica ic that you testifiad t!: r ho9 ;
-

I.
6 the FPC and the Stato Comission intrd to naa embc01C i

> ;
.

7 I cost of debt and prefc.rrad stoch. Wh0n you naid ten. 4.c r

1
{i

e ,

8 uso, if that is what you said, did you mean to ir.: ply timt
.

9 r.,onsticca they use costs other than th; cnbeddicd cas 2 !
, ,
i

E

f
to A I!O . I only meant generally the tir.3 ';oric6. ;

,

11 va arc talking alcut.
'

,

12 Thara io cluays the genction whether or 1.or- you |
i

e

i 13 uso your embedded cost as of the d2' o of the hsering or jc
|'

1

0

Iga rh::. hor you use cmceauca, cocha as or r.a c. to o , t.he to.cc a > '
,

; i1 .

!

15 period. Thora can be a considerabic varicace of titr e.: c r a .
I

16 I am not sure that in both jurisdiction *; E.Et i
.

g7 we are always given the moct recant cost of debt Lud
,

18 cquity. |
1

39 I am corry, cost of debt and preferrad, cch )
,f

20 equity. I-

t
i

21 Q Is a ccmputsd capital, curucturo cycr uscG?
|
1

' ' .

A Undar the precent Ohio law it ia my rede.*c .:nndinJ '<y
u

t
i

. a e. ] that in tha dea-'4"' tic 1 of the raho of raturn, tho |,,

.~
,

.

ii Co::niccion is required to use t.' hat thav feel to be n :_- 24, 1 - .
.

:
reasonabic capital utructure, whether or not it '

'

25

|
i
i *

i
-

S_
';
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i
i l

~!

I conforms to the actual capi *a1 structure of the utilfty. I

2 That's all part of the reconstructicn co;t new

3 procedure.

) 4 FPC would use the capital structure of t2e |

5 utility.

-
6 Q Under th'a present statuto that

.

6,

!

7 maybe was in c::istence yesterday in Ohio? f
.

8 A Yes, sir,

!

9 Q How is construction work in progress troc. tid? |
|
'ju A It was not included at all as a pr.rt of ::he rate

t1 base.

12 Q Were you permitted to capitali;:e interest?
_

13 A Yes. g3
) *

,

14 Q Is it the san:e method that is used befor-- the

i
?15 ''

A Yes. And as far as I know, the FPC has ret16

parmitted thcuse of construction work in progross as pe.rt17

of the rato base to date. .
18

I

I believe there is a rule making pending to igg

20 allow some construction work in progress.
,

However, I don't know the status of that
21

. .

rule making. s
22

%

Q In Erhibit 165, which is Case Hurther 73-h09-Y~ '

23
l

'' et al., I noticed that the Cornission used a June 30, 1972y
~

as a dato for valuation of propcrty. That is to estrblishg ,

|

! .
O
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I the rate base.
.

) 2 MR. STEVEN BERGER: What paga are yet on?
3 MR. HJELMFELT: Page 2,. bottom last paragraph.

) 4 THE 11ITNESS: No, I would say not.

5 Where do you see that?
r

6 My recollection of that cane was we used the
7 year end December 31, 1971 as the date certain for

'8 valuat' ion.

9
. ,

BY MR. HJELMFELT:
.. .

10 Q I am en page 2, the last paragraph.

11 The way I read.it it sayo the December 31 date

12 was the test year for analysis of accounts.
-

13 A I am sorry. The order ha those dates
.

'

,

14 reversed. The test period was twelve months ending C unc 31:c

15 1972 and the dato certain was Deccabar 31, 1972.

16 0 was rato baso -- is the rato baso then
17 set, in that an averago or is that just uhat plant m.s
18 there on that day'i

'
,

10 A That is a :uconstruction cost new of the c:mpcLy
20 of its surviving assets as of that dato.-

Deccaber 31.

21 In fact, it is not 1972. It should be 1971.
22 O And that - is it -- dbes the Cornalesion clwayn

)

select the data that is in the middle of tha test yet.r for23 i

that?y
|

^ *" ***** Y' * *Y *'''Y***25

.

e
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1 Q Does the Federal Power Concission use thn same
-

2 sort of date for establishing rate base?
3 A They use the - the Federal Power Coc.misJica

] 4 uses an averaga of the beginning and ending of tha tact
5' period.

6 Q Does the Federal power Co.Tx!.ssich scactimsc use
.

7 thu year end rate base?

8 A Not that I know of.
I

.

9 Q If a year cud rate base were to be used, wculd it
to be necessary to annualise revenues and expensos to :| car end?

11 A It certainly could be a requironent of tb.e --
12 under the use of such a rate base. I don't know thr..t it

would be necessary, but the Cor.nission may require it if they13-

.-} 1

I,

14 were to go to a year end rate base,
,|

,

15 0 Under the system that is applied in i
1

Applicants 165, if Ohio Edison had had a large plant come16

|

37 on line on Juno 29, 1972 that would not hcVe appeared. in' |

I

18 rato baco, would it? i
l

19 A Juno 297 No, it would not have appsarec in
.

rate base because the rate base would have been ficed ca of20

21 the middle of the test period.

22 Q Now, using the sama -
. )

33 A The facilities have to be in service.
v

g Q As of that date?
1
1

A To'bo included.?S
.
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1 Q If the cama 12-month period had been used as a

[
'

I2
test year in the Federal -Power Comniscion vould a plint put in #

3 service on June 29, 1972 be included in rata base?
~'

4 A It would practically not be reflected. '7 hat m
5 do with reference to a plant that ccmes into service -- let's
6 suppoco that the plant came in to service three ment:r: before.

7 the end of the period.' We would only reflect. those three
a months in the rate base.

.

9 In other words, three-twelfths. '

to O It would coma in on a weighted basis?
,

jj A That is true.
12 O What voltago levela do you serve _

13 WCOE customers?
,

ja A Wo serve inost of them at 69 kv..,

The City of Miles and Cuyahoga Falls are served15

16 at 23 kv.
And we have three customers that are served at

a primary voltage, I thin't probably 12.5 hv.37

18 0 In your state cases doec the stato Cem:2ics; ion

make an allocation of property between the wholecale busincus99

20 and the retail business?

21 A No, cir, they do not. What they do is they

make an allecation to the class under cudy from ths. 22

23 t tal company.

Q ig Q How about the Fedoral power Commicsion; docs it

25 functi n the same way?

|*

I
J -
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1 A The Federal Power Corraission makes an allocatien '

) 2 again to the class under study which would be the mu:licipal
3 resale class. l

) 4 Q In making its allocation, docs the State
~

5 Commission teko into consideration the -- any alleca :icns
madebytheEhCinratecasos?6

_

7 A No.

8 Q And would the answer also be no with res;:ect to

o the Federal Power Conctission considering stata allo.;ction:1?

10 A Yes, it would be no.

11 Q Applicants 164, page 1, the first paragriph
*

12 under history of the proceedings --

E'
13 A IThich order is that?

,

t

14 Q Case Numbe- 36898.

15 A ~Zes, sir. '

16 Q It states that at the time of the opinion
|

and order apparently 960 customers compricing appror.i.t:r.tely17

1.8 14 pe ! cent Of Applicant's total customors affected b,''
.

this proceeding consumed 46 percent of the electric parer19

20 8010-,

!
21 Am.I correct tha.t that means 'that theso 960 |

'

customers account for 46 percent of all electric pouer sold22
;

g by ohio Edison, including the wholesale customers?

[') y A I believe that is true as of that t.ime, res.v

25 You remomber, this relates to a test peri 33 some

.

* , h



_
_- _______ - __ ,--_

-. .
_

l

l
jon ,1,12c i

|

t years ago. |
T I

'

2 Q Would that same be true today?~'

3 A No, the 46 percent would be loca. j
-

4 Q Do you kncv about what it would bo?

5 A ch, I expect something c dar 40 parcent.

7 .

8

9

to g

i
i

11

12

m.
13

i

|14
i

15

16

17
i

|18

19 ,

20
'

?

21 % |
*

,22
.

!

3 24 |
,

.
-

~

,I25

!
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I

G In thsc seine case, I believe the - I
I

I35
bwl A B; the way, I'm talking about: tne year 12'5 ncw. wh m

2v

'

I sav something under 10 percent.

~ G Fine.

In that same case, the State Ccrnissica,

understand, accepted a DC7 methcd of calculating rat 1:n

i
on equity; is that corr t? :

-

,,

s .

A I'm really not qualified as a rate cf ret rn

witness. If 'they say they used discounted cash flaw, I |9
i,

would accept it, but I'm not the company's rate of rat'ern ;

;
expert, i

11 ;
I

O Do you knew whether the FPC usos , thre OCF method? !
i

_
A NO, I do not.

(- 13
. i

'

'~ - G Do you know what other mathcds there ara?
'

14 |
.

A No, I do not. ;
15 :

g Do you kacw whether the applicantion of 6:.ffarent i

10 :

methods for calculating the cost of carcnon eq :ity to the
17

company can produce different results? $ I

18 l
1

-

A I'm just not at all in any way an e:gert n rato
; j

19 '

!

of retuZ22 .

20 ,

i \

G Have you ever reviewed or ever - ycn aav : |
>

21 s. - ?

participated in rate cases; haven't you? |
22 :,

A Yes, I have, i

23 |
'

,

G In those rate cases , did differant exps.t.: coma |
24 1

y up with different propcsed ccats of common equity?
25 1

'

1

|

|
|

4

h.
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|
A Yes.

'

G Did they ever do that *.ehen they trad 2e sem :i2u

,

13 method of calculation?
|

n
!4 A I don * t recall. I
1

5 g would you agree that calculating the cost of |
1

C coamen equity is not a preciae acience?
.

7 L As I scy, I'm really not an e::pe:-t. I w.uld

a guess maybe it is not a preciso science. !
l

9 G Is rate-making sotathing that rcquirau w m2 |
,

10 expertise? !
!

11 A I would say so, yes. |
t

12 g Did you apply your 1~.pertice in your testi r0ny |
1

~

..).
13 today?

!
*

Well, I mbde some fairly simpis calcula iac.c.14 A
i

15 I doc? b knew whether it would have taken an e:gert :: nzb !
i

16 them.
j

!
i

17 I would say not, frankly. They were fairly I
|,

1a simple calculations. -

19 4 Do all of . "rour wholesale customer: e:cperience {

20 their paak demand at the same time?
- ,

,

21 A No, I would say not preciscly at the utm? ::ima . '

.

22 G How about all of your industrial curtemem?
,

i

23 A Definitely not. i

24 0 On Applicants 166, which is the draft thctrcu drauf
i

'J' |
25 is that representatin of the annual peaks? '

:
,

I |

!

I
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!

hw3 ,

3 A. ifell- tne peak that occurt sc:r.awhcre arOLd j
,

s' 2 ceven to eight o' clock in the cycning is a vintor p:2 iron

3 our system, yes.

!-
'

4 g And the pea!:s fro the m.nicipal and induc ; rial

'

5 are winter peaks? -

9

6 A. No. The industrial would penh prchchly -- it i

!.

7 depends on the time of the year. As I recall,the indrztrici ,'
.

8 Peak is from 11 in the morning to perhaps two in t'.:E '

9 af tarnoon, depending on the tims of tha year .ie I

10 are talking about.
.

t

;; The municipal ceak is essentially tua sarc.: cs
. .. ,

12 Ohio Edison's peak. In the st=s:artima it would he. - *
*

:
.

' in the afternoon, prchably around two c' clock or thrunbouta.13
~

14 In the wintar, it would be arcend conc t: eight

15 !UC "" *

G I understocd you to stato that you had m: '.a a ct dIG
,

comparing the FPC wholesale rates with what the in?.m cri.nl ;
l

37
'

s u ey w m set W de Fe&ral Pcm,
18

:
8' "# * ~" * #""

19 '

i

A. Yes, what I said was that I had taken th : |20
!

*
-

industrial customers who were sermd at 'inat we call cur
)

21
i

22 subtransmission class, which means anything heles 12" hv
s 1

- and higher than 15 k7 and treated them as though
1

g

'they were on the .sar.s basis as a municipal in tha3 ,

s
'

'
,' allocation of costs through the FPC cys:am.

25
t

i.
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I

I
Lw4 I In using the I'PC procedure entirely,1 rJi red

i
,

2 at what I felt the cost uculd be for those industrit.ls

3 and also what it would be for the municipais.
?

'. Do you have a copy of that study tiith ym.?(' 4 Q
m

5 A. Yes, I do. }
!
.

G MR. HJEL1TELT: Might I see that study? ).

.

-
.

7 MR. STEVEN BERGER: Absolutely. ,!

!
S Your Honor, let me just e:q22.nin Witn regc.rd to

!-

9 the study what really took place- !
!
i

10 Mr. Wilscr came in with the study Inte 1: G:t
~

'

11 evening and rather than get into a hassle with the Whcu2-
.

12 rule, all I did today was hava Mr. Wilsen testify {
.

13 with respect to what the study reflected, so that w. didn't g%t
!
i

14 into the kind of problems we got into with thcae |
.

15 matters .
!

1G
I think Mr. Wilson, correct me if I'r. wr.mg, do j

,

17- you have enough copies to go around nev?
;

;g How many copies do you have? ,;
!
,

19 THE WITNESS: I have, I think, five left._, ,

20 MR. STEVEN BERGER: We can mr.ie copiGs ci it and f.

i
i_

make it available to everybody. j21
!

22 If we are going to do that, we can mark it cr
,

>

'

23 not mark it, depending on what they want to do. ;

y CHAIRMAN RIGLER: To ctart with, let's gi to O
'

..T
'

?' 25 copy to Mr. Hjelmfelt. .

I
"

, . .. . .

e% *
t

d
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1 Actually, give cne to the Staff and Justice j
.,

&_) 2 at the same eine. !

:-

|ES35 3
:
,

/%

,

* 5
,

4

6 .

I-
,

7
1,
.

8

9
i
P

10 |
i
I

11 i
!.
'

12

13 I

(m) !
!

- i14
i
i
1

15 i

16 |

I l
I

17 ;
e

-to -
.

i .

i !

19 :

I.

20

.

21 :

-
:
i
'

(,
~~

23,

24

@( 25'

.
!
&

'. 1
|

|

1
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36
9 BY MR HJEL2EELT:

h 2 Q Did you make a similar study .dth the j
-

,

3 assumption that all of tha rate:r w2re under the PUC? |

(---
t
t

,, 4 A Not all of our retail ratas, 2c. '

Y 5 I am corry. Zou vere asking about a reverse

i

6 study.

..

No, I did not.7 ,

;

.

|
8 MR. REYNCLDS: I am scr:y. I don't understand

:

g the gusation and ,the ansvar.
}..

i

;
-

!.
10 Can som.bcdy e:: plain it to me?

What do yo\u mean by reverce study? SI:ndy ofg
I m,

wholesale rates on the PUC7 p_*

12 t.
. .e y t

- ;.% TziG:
!*

.

13 - MR. EJBLMFI:LT: Yes. 'A<>

(". ~^--l-*
- . -

4. < } )f
' -

,

BY MR. L72LIGELT:
,

/J ?:la -

'
. , ,

Q Rafarring to Applicants 1G7, which is the study ' ~

r

with respect to cuyahoga Falls and calice, is it very likely |16
;

that te industrial customer would maka a =cro scrcontl _e,

Icontribution to the municipal's demand? '

'I'18 '

-

A No,-it is not likely.
i
.

19
:
9

Q Ncw about 25 percent? I
!,'*

A May I continus?
I

.

Q Excuse me.
3 . , 22

'

A We only wantad to indicata the l4mits of tha
e

i
iparameters here. 2ero percent versu: 100 percer.t. !24 -l -h Av4=m contribution varcus no cend.bution. k, 'e 2s

'

i
. s

* ; , %| I '

' '

;u
..

v y.,.

' *
,s ~

5
e

,, e .
-

. , . _ % _ ~ Qh -_' L
3 =,

.,'. . , .
',

~m
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1 It is not likely that either eno of theno

Qw- 2 cases would be existant. It merely is shown for illuctrati'm '

I
t

I-3 purposes. g
-..

b- 4 Q on the other hand the study sho m in Applicanta

'
I

5 167 and 168, did you make any other studier uith recpect
, k. ,

Y%. *

S to the price squeeze? I
.

f A I am not sure I kncu what ycn mean by price 1
,

| ,
, .

.O

8 squeeze, but I didn't make any other studies. Q,
.

*
9 Q Do you have some work papers that you uced in

a. ;w
...

. - I_-10 preparing these? ~

.

~,

11 A No. Other than the actual bi11 %g <.hsr..nd and '. [-
':.

kilowatt hours which would be shown en the customar'g bill --
'

12
* * %.;w G

,

<. 9&

Cx' 13 you are ta1H ng abcut 167 and 1607 p QQ4gkw
,Mp$g%. - wc

,

g Q That's correct. %'j,, {
.

% :
15 A No, there are no work papers. It is cingly i

"
,

..

a matter of taking the billing loads fron the billing racordc ). :16 .

.

17 and using them in calculating these bills. -

.

Q And all of the calculations you mada than appcar18

on 167 and 1687 -19
. ,.

20 A Yes, I would say yc.. ,e |-
*

a 'l.. t
t'

Q on 167 that is propcsed .hta 31. Is that in f
'

21
.

.7.

.

effect? -

, . o2 _
.,

,

|,
.

, ,

A No, it is not. That in the rate wa #4'cd bach , ;-23
: :
r g.

24 aarly in lat's say March or so of '75 that is still pending wj(s...e
* ' #,,es: .

( befora the F = 4ssion today. '
- 'il i'

'

25
wi.V~

, a,, + .:
' n .w .g'- +.

.%;y y,

. . .:
.. d'k !'t :

.

U, c,7,4 GL
* ;

| . -~
.- .

td 3; . l .; M .I "
~

l * ~ . . . , . ,,
,

'

,.
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1 Q For example, does 157 shcw a n?.gative funi
t.

2 adjustment?

I3 A Yes, it would show a negativa fuol cdjust-cnt g

(* I
4 for Rata 31 and also a negative fual cdjustment for

.'
5 municipal resale case. .g

,

6 The level of the fac1 used in the 5.nsa .t.
g

. . .
4

7 calculation there is hig * than the actual 15 1 co ticro
.
.

8 woulp be a negative adjustmen.c. y - |;;
I

9 Q Now, am I correct that applicnnt'a 167 is simply
,_

10 .g. a one-month comparison?
| ,.,

11 A Yes, it is. I took the month of April 1975. .

rxa
'

12 Q The fuel adjusta.:ent chargaa vary f:on
.

'

};&Qiu
13 month to month, do they? -'['i.{d@'y

*

~*
* **' '%,n. ;

. * ' th . S:*

14 A They do, but as a matter of fact, orr about : R,W
-; tiu

15 the last - actually our cost of fuel has hoen decreasing ** y
,e.

1G since about the first of the year so it has hcon. going detn , (
x

17 yes. Not to any great degreo, but it has busn dir.reasing. g. _
,p

1a Q The fuel adjushwnt, be it positive or 2gr.tiva, }k
,

19 for March, would have been different 1-W April? 5
*

, I~
.

20 A Yes, it probably was. I

.

21 I might say that since the same lavel of fcel is _
.

i,22 included in both of the ratas, there would have seen no -

,, ,
(~ - -

, ,

23 difference in my calculation because of the (ifference in '"

| a

24 March versus April becauce the cost of fuel - [i& 'g
,

:
.,

h 25 Q Are the fuel adjustmant clauses the sace?
. ' {} < ...fi

,
, . .-,

)
e f 's

v..
' ~ jf ' b,, , i ;$; '

'

. ,; .', M ;2 -*
i

,
,

1.
, , - - . .:w

| ._
L. L , , * . , _' *- .a '.6 -
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1 A No, they ara not the ca.o. 0

. 2 Q Is there a ccnctant differontial bat:'20n d: hor?

3 A No, there is not. In the futuro t*aro will ce,1d j

h 4 to be.
.

5, I was hesitating a little becausa the chio
, .,..

6 Commission has just recently issued a new rule with respect .

c

7 to calculation of fuel adjustrant which appr6::1.w.te

8 fairly closely the FPC adjust =cnt. E

a
s In fact, we have been directed to refile our I-

I
.to rates in accordance with that new fuel ordsr that ' -

11 was issued. -

.;.....'
That would go into effect whenover ycc set to ,,?)x

12 O
,D s,

.rsy;[! hd''4}ff>g'; 13 the and of the rato casa; is that right?

. - ;g,.|n Qt?
-

-'

' ?dy".14 A No, it would go into effect intediatsly, I ;
,

jA ; i
m.,~-

15 Presume. .
~-

. ng .
16 Q What would be the effect of showing a raduced - ~ N .

- , .

,

j7 a lower load factor for the industrial custc=ar than is j.
,

,

. .,

ja shown on 1677 - |~

jg A I don't think thers would be a graat deal of !

,

=o effect. .in *

| .
.

21 There would be so:na because the kilowatt hours *

p, i
. , - ,-

. 22 would be billed in higher block of the rate. Tharc '.muld I.<|-

f t/ -

|.|,

| 22 b= ==== affaat- !
. .

!
24 I wouldn't +M "le it tsculd be t=o cignificant. (!:C - YD . I *s nh primarily that the his difference ir. '} f..'2s

. .

' ' -1 '

| .
_

1.; w,
..

: _ >g-
'

*: . (i):Dj|jh ;
, .c . .

ia m,:1?tm fy, . .

.. .r - x . ,
,,

,
, ,
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jon

j

.

I
.,

these rates has to do mora with capacity chargos than energy ;
.

2 charges.

!3 We t1 era simply trying to taka uh:t ifa felt
|

.
4 to be a fairly reasonable e:cancle in thic caso. *

9

I
-

5 Q With respect to '~hihits iG7 er.d 103, did ycu o.i
6 make any study of the cost to tha municipality of

7 '' distributing the power?
.

8 A No, we did not. I did take a loch at tha cccc k,.

9 that we hava filed with FPC to sea what pork:le' of the -
,,

.

10 cur own /:13tribution costs are at the level of those
.

t
11 Particular custcmers, the otbtrancnissica 701:092.- And . i,

i <s.
.

12 that part of the cost as related to the total coct to so.wa .
1, (.f;N#

(~) , 13 these cushers represents about 3 to 5 percant of the total'7(hI
u. .. % , m

.w w
w,.

14 cost to serve these custe:mers or their bills. ~ .4 7:
, .

"

,Tjy
15 Q Now, ths billings chewn as to what the bill would {

16 be e. der Ohio Edison's ratan would include dict.-ibutien . li
'

- i
i

. ,i
17 costs, would it not?

- , 'l
r.

i
18 A Yes, it would include all our costs to j's

19 serve the customer in question, yes, i;

20 Q What voltage level did you uso for - did yot

2f assume that the municipality would be cerving the 'I'

. v,
. .. .

2,. 22 industrial customer? ,. t

J.j|t |( .,
_ - ' l

23 A For Cuyahoga Falls we assuzad 23 hv that it wotid
'

|r

~r l
24 be served at the sama voltage Cuyahor_2. Falla Wac ccriod.

.

. g: -|.,
_

._

(. 2a - Q For Galicu? . . !! C | '- -

31
t /i :g/-

.. , i: e

-

* ' - ' (, | 1_* "; ,- ..

' '

/
~

~ , .<. , w: '
'' 3

. f(*' I k "
.y ~ , 4 ,. ;.-; y

{ .j; ; , -ps$g(:;j
. '_s .._

.,

,
. < '

s
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e.
,

k
1 A 23 kr deliverv and at the top oJ the chest '

I
-

')e

' , - 2 we showed what the deliverf would be if tha delivery *.o the f
-

f3 customer was at 69 kv. ;
I

/. 1

*

4'

It would r 5.nge the cost a bit on the ri ht cide. lItt
*

5 The revenue margin would be changed slightJ.y.

8 Q If the industrial custemor vara corved at a lower
* .

7 voltage, the cost of distribution .tc 1.d bo higher?

8 A The cost of distr!2c**^n ' ould probcbly he ld.gher
?

'

9 but also the rate would be higher becauco they would be

10 billed on the primary rato ca oppocod to the transmission
..

It rate. . !..
:: e. '

'; '.
12 MR. HJELMELT: ? .st ec'q letes my er.:crinction .).=.=

'

,

- I;@;.f;* . f5q g3 other than reviewing thic.
. iMI.e;l._d '

.

:<

14 CHAIRMAN RIGLER: Wa will take a bre d- hara. $, ,
15 h ess.) ,

<t

16
'

it

17
'{.

18
1

39
- -

.

-.

20

1-

21

e f
22 '

-r
. . .Ip

'

- ;

24 ~

s
-

- i

( '

25
"i

'

. ..

3, .*
,

,

; t, , =y

., . , b s.rgt

.S .

[ ,, . -V- . pgt s. #.
e - s 4 . .. y, $ fr I

' ' *' [I lh-
^

h-f , ' " ,A
4. . .
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1 CHAIRMAN RIGLER: Mr. Hjelmfelt,ycn hava |.
'

bwl j
hl 2 nothing further? !v

3 MR. HJELIEELT: That is ccrrect.
I
l(~ ', 4 CHAIRMAN RIGLOR: Justica? |
?
e

* 5 BY MS. URBAN: .'

'[6 S Was the rate case which trac the basis of v.he
t'

*

7 decisicn in Applicants 165, which is cacas Mur.her 73-Sci)-7, !

I:a et al., a typical decision or an atypical decision?
.. , .1--

.

A I think it may have bccn atypical,to this b,9 ,,

to extent, that they were hearing thrc cases at enc 2.
.~:

,

11 And that had the cases been hoard separately, tare .l....
_ nag'

12 Probably would 51ava been an independent datercinntien . S'NID-
Chh.|'.g m;$

, , . . ~

13 of rate of return in each case. Simoly becance thev were .N1 @
6 ~fhy

~

l . !

14 heard together, the Commissica felt that the rate of :;I.Qt@
. ,1, rA~
a 's ' | 'G

-

15 return in each of the cases should be levolizad, chould b-= .-[
'

16 the same in all three.
.

2.

[]g7 In that respect, it is different than other
,-

,. . ,.

13 casss, I think. But not others. -

gg S Are thera various msthods used to date::mine :.;.
4

'

20 the figures which go into making up the rato base? I
-

,

*

21 A Well you are talking about PUCC .
'

. j
' -

. .- ,

..,; ;

22 jurisdiction? ''*| 1
"

3/" -

./;-s
1

23 4 Yes, I am. And FPC jurisdiction. Okay, lot's q >-3 j
''

- .e ,

y start with PUCO jurisdiction? .

'

,

.
. -.

s. 25 The PUCO jurisdiction, as I indicated, is y > q,w]A U
~~ . . , . . . .

5', [, JQ. j.

>
-

, <2 e g ..
,

'

*1
r a v -- . 1 y, 'i .. ;

5 N w[[M
.; * ,, r[$

'

. . . 1ra e

1. ': '

,

...!
,*

., ., .. ,

Y'? "
:y , ;'|4 .* ! ,' - * 7

^ '

?l *

x, ,
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l'
l '.
>

bw2 } ' t ~.determined by preparing a reconstruc%ien cost ncir of
,I

.'

2 -iV our property, as of the data cortain and ganerally 1
f3

that takes the form of tching our surW;ing assets and i
j

(.. 4 [
.. trimming those surviving assets to a cur cat 'talua. i

i.5.
-

From that is deducted the cristing @,preciaticn j
6 as determined by our export, engineers, and then to that ~

io

7 !figure is added working capital. i -
l'

O '

The FPC procedura is ai:cilcr to thic

9
extant. That - only to this entent, that thero is a rata

|

base determined, using a different nathod and thct is using |":,IO <

11 the original cost of the facilitica that are en ths bocha .,g
12 , 9 .; ,

as of the - . _44 b #v.yQp bty;;,

13 .- m.s. sg beginning and end of the period and averaging theso and
p(sr {i

,

w
1 x14 deducting from that value the deprociation cs recorded on the. 7-

,.

. ,,
15 books and,again,plus working capital, comprices tho

- ,.[
,

!15 rata base,
,|0

l;17 3 You talked about tre ading to get yotir reproducticn i
g

18 costs new. This is using a trend indan? i"
t\

19
'

+ . -L Yes, me.!am. It is usually using the Hand 's 1 h. ,
*

f -

i20 -

Index formost of the accounts. However, thero are cortain i.
*

a t,
21 v. .

accounts that special indiccs aro used for b :ildingo and .? J '
> . }l ~

;r. .

22 so forth.
-

. ' |$ - :j23 g Is there more than one possible trend inden b.|.-
,

-tw. :24 to use for any given account?

. y j [!ji:i
,jh

e

25 A I think there might be, However, Handv Ynii=lan
vq ,

. <. TF #
N ' .1 ,,Rfp'

'

, L.]q.k.
,

_

. 4

s. , r .
,3 ' , ,p \ L .- '-. : .

. :~
. - ' ~

",
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I

bw3 has been used in Clio for so lone, :nd I would presu=e
-

-

(h if there is any trending to be dona in otho:- juricdictions
2

5 that it is prchably used there.

/] I think they pretty well dcminata the fic1d4

5 with reference to trending electric utility acccunts.
,,

O
G Are there different motheds of conducting a cost

* 7 of capital analysis.

8 A I believe, yes.

9 I think there is. As I say, I'm not an c:gort

10 in that regard at all. But I boliava there c:e different

It methods of determining basically the raturn on equity.

12 g Are there various methods which cre u:ed to allocate
.%:p -

13 costs to different classes of customers? Sh JQ[hjjf
.@

i'

q - [t'

14 A Yes. 7'F,s
93 ,i..,..

,

,

15 Again, as I indicated, there are a number of 'O '"

, .

1G different kinds of allocationprecadures for cape. city costs wh. .ch

17 related primarily to the fir.d costs.
.

.

18 There would not be different cathods, I don't

19 believe, with reference to the hilevatt hours, the
.

.~

20 energy component of the costs or the custa:mr component
'

21 of the cost. There.. may be different methods with reapact .

'
,

22 to the customer component. ^
1 .

pt . . -

' 23 % Isn't it true that rate-making is as much an >

.

24 art as a sci.snce in that the rates depend cs much on the , -

;,

sa ;,

%, % i

25 judgment of the people proposin, them as they do c any ,1
<

. . . ,<-
.

. 3, 3.y
.

, 7. . 4:, 4 ;
-

<
,* * '

.t. |" 1, .|
~

~
t ~*

, , i kS 14' h) '' N
. d g,, ..s.

'

'
'

. [ .' -

J,'" % $6< h&g[.
'

,
. . ; _ ?.

,
,

. :- ' ->''u
. .

. _

,
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,

bw4

| 1 specific mathematical formula?
|

a A I have heard it said many tic.cc that ro.ta-making i
,

!

3 is taore of an art then a ricience. I fait that it he.d to !.
l !, e' 4 do in the main with the judgmant r. hat gces into .n9.ing up a

|
1

5 rate schedule. NCt oc much he invol of the ratcc. I |
-

G would say, insofar as determining the levol of the rates

*

7 in Ohio at least and also with the Federal Pcuer Co.; mission, i

8 it is a reasonably fined procedure and wa muct conuc:= with -
>

9 it.
g

to 0 But isn't it highly unlikely that two ceparato '

' l
11 people could arrive at identical cost of service or rates, 'l...

:[
.l

12 even when they begin with identical cost and expanse -

- ,n },:r; .
t

. '

:: m
13 data, unelas they were allowed to consult with each other? .! sf.,,

j c: Q
'.3,,'

: ,

14 A No, I think J.t is pcesible they might arrive 6:;f,.;
f

15 closely at the same costs. s . ~ -
bi. .-.

B $

ES37 is
' '

.t' o

17 '

;.

13 .l . .
.i.~

,! ,19 e

-

|

.

21 '',
I
I c

y $
' ,'*

e

,

tms

23 g

- !
.

:
I !
t-

24 J . e, 45
i..c .

,A '-;,
. j . ,x , b

W 2S
O.;; E ' ' ' 1

< *
x

. , .w :
s<j

, - '.,r'._ 6
. .+u -

,.9 i+ & ,

8 8
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-
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'
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38 5, *

eakl Q Has the Federal Power Commission ev3r challsnged
~

y ,.

2 a rate filing by Ohio Edison or Pennsylvania Pouer Cc=pany

'

on its own motion in the absence of intervention? f3
. i

A I don't recallythat we have ever had a case that i
(' 4

| |..

there wasn't intervention in so I don't think that that !
5

l
.,

circumstance would have over happennd.6

Q Would that also be trna hofora the PUCO? |-

7
!

A No, we have had cases before the PUCO that
8

there was no intervention in. I am recalling for instanceg
. .

.
-

this case, 71-233-Y. I don't believe that there uas any '

10

i'intervenors in that particular case. In that caca, when the
11 .

''Staff made their examination of our request, proposed ratos,
-

our rate of return even on the proposed rates was so lcv taht M~C
13

-i %n
-

.

., v
- there really wasn't any question. . 1;f';[a.'. i-14

- , . y. .,: ,.

?NSo, I believe in that particular case we
,

' t
'

stipulated the staff report. The reason why that happans
,

is that in this particular area, this is the ncn--ardinanca |

17 . 3 .. <

area that I talked about and it has to do with residential and l
13 i-

I
commercial rates. sI-

19
, |'

' IEWe have a considerable propenderanen of our -

-

property that is used in the acn--ordincnce aran because.

21 t

of the separation of customers in that area. . ,
*

22 E

#( So that our investment is quite high with respect 1

'

to the number of customers we serve and thors, the proposed
24

~

rates we file, the commission felt that the rate of return .', f
25 elb

~ u .1.
y.",
> .*s-.. r,

. ;4. . .

_!e

* <
,

s
-

. ; . ' $, . [ A j y.
*

y ,

- ' -

p , ~ , .'. ,,- 51ga. ,
-

r -:;. ;a . m s ,-
y ;:7 $;[ p )w ;4PC' , _. .,.r. .g , ,,

-
.. _

'

| . , __ .3 . .. ' ' ? 2_ 'k :J
'

k -' " ''* ''



_ _ .

.i .'

..

11,137 j.
,

eak2 that we would be receiving on diese proposed ratas; was !
4n reasonable. And this order was the result of that.,Q 2 *

I

0 "" Y " * * # #*9"" E" " = "U"3 " ' " ',

4 industrial customers for which no hearing was hold?
;s

A No. j. 5 ,;
i.

CHAIRMAN RIGLER: Let's bach up cne minute. Do j
:
(

7 you have any responsibilities with respect to rc e sotting .|~
.

ffor Pennsylvania. Power? '

.|JB

THE WITNESS: No, I do not. 1
9 i

'

.i
BY MS. URBAU: !

.[
o1Q Has thera ever been a. case without intervantion11 s

for an industrial rate increase? 1

12 T,

4.'.i$h![MR. BERGER: May I have that again, please? ' p-il @.
. MS. URBAN: I will rephrase the question.

BY MS. URBAN: e I _ --.
,

'

15
"I
p-Q Have you ever requested an increase in industrial
. .16
.

s

rates in which there was no intervention? ~!17
.A Ho, we have not. To the best of my recollection ^f ,13

there has always been intervonors in our industrial cacas.
!"19
t-

Q 1-Isn't it true that Ohio Edicon serves 20 municipcl20 i.
:; .

customers at wholesale? 'I.

21 '
A Yes. !.-

22 {'
* .

Q And isn't it also trua thatthe municipals which ne
''

23

form the basis of the studies in Applicants Erhibit 157 and
, py

g 168 were three of the four largest municipals cervad by chio ,1;yy.
,

25 [.'
* ,Cif-Edison? e h-

4-a..,
# ' ti; } ; I;+

,

s
,

. .

.w. , g A ; -p...
. .

_ _
--, t,

;t : -~ .
, . , ',

|$
.

A - 'A ~+ . '
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I.

eak3 1 A I expect that is true. Cartainly Cuychoga f~
1

l
i

f 2 Falls is our biggest ene. I think it might very wall bo |L] i

3 true. I am not absolutely cura but I think thac i.s true. |
I

4 Q Referring again to these studies, is 1.ha proposed |

5 Rate 31 higher than the er.isting Rate 31?,

i
G A Yes, it is. Leu me toll you the recson why 5.a j

i-
:

7 selected the proposed Eate 31 over the existing rate. That j-

i
a proposed rate 31 was filed, I believo, prior to na presant *

9 municipal rate that is being billed. So, wa felt if you are

10 to use proposed rates for one, you ought to use proposed rates

I

;; for the other so that they won.r.d be companien rates. I

i
12 Q Zn the study you made comparing the cost of carrice '

4

if both war 2 regulated ( d|.],,
to a municipal and to an indust-ini

. 13

:Q . r Y; [["V by the Federal Power Commission, did you use as the basis
, ' ,c94

|
,

t
'

f r that study a hypothetical municipal?
15

, i<
A No, we did not. We used - no, we uced t!u actual i

1G ; .,
,

municipal filing that will be made with respect to municipar
1 3

customers for the period, 12 =onths ending June of 1976. ?g
~-

0 Are those the costs of service that underlie
19

t.

a rate that is in effect?
&O

A Yes. Let me cay this: We originclly filad . }'.
.1

J
,

data with respect to this estimated period 2 that I'hava !g

"i talked about. The study that I used in developina this
-

~

I'

23 -

comparison was an updated study which had cir. cenths of
21 - i-

<..

-S actual use and six months of estimated use. - -i
25 -

1, .- <
. .

$'

,
'

,

,,g.- --
,

:%9 )
'

1
'

"

.

, -{ .m t vj g ;,yjg
.

- e..
.

'><,
,

- s , ,- . < s
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I
i

eak4 1 And that study will be filed as of June 3. So, it in

() 2 the most recent data that uo have with respect to ntnicipal g
%.,

J.i.

i3 accounts.
,

, ' ' . 4 Q But those cests aren't the basis for a rate which |
- |

5 | has been approved by the FPC? {.*

l-

6 A There has been no rate approvod by the FPC in tha ~l

I-
7 case. The rate is being collectad under suspencien until '_

*

8 the ultimilte decision by the FPC. .

-
_ . i.

MS URBAN: We have no further aucations.9 _ )
.

BY MR. LESSY:
- 4-

i,.10
s

't'sg...
~

.- |(Q Mr. Wilson, looking at Applicant: 2nhibit 170,
11

,v[1]
12 which is the letter of January 7,197G, frcm you to tir. ';?/

. ...I .

..- 49;g<#ggCheeseman, in the second paragraph on page 1, you state, '

13

O. ms
"Mr. White replied that the study proposed a number of alternaQ.4.

-14
S? %4

,

15 tives and since the cities had given the company no indicatica'[,i.s ..

which, if any , of the alternatives they preferred;the company ' 5k '

7 ,-
. ,1

'

. . . , - ,

'had not been in a position to focus its attention on any is 5 l
17 :~ \

- 0 L;,. !

one of th; alternatives." .c s'~.l18

Didn't Mr. Duncan, Emerson Duncan, counsci for
[m'19
.;

and M. Sto d at d e A p t 1, 75 m M ng, ~
~~

20

say, "Let's assume for now that the Beck recomn.andad alterna--

1. 21 g.. ;
-

#
tive, that is alenmative no.1 was the woe position"? :Ih j

'
-

;

A .I believe this statemnt I made with reference *
' :e>i ,"- ''

.

23

to Mr. White had to do with the early stages of the meet.ing ,C
l.24 -

.,w ;
-e

. .

h where there was -- as I racall the WCOS study, there was a- Ih
. ; 9-2s-. q. ,

recommendation in the study itself bj the enginears that ths: $
_ .; , . .

1; :y u, ' 5 k . [ > |C1 L, .=. ' ine.' r; ;;;.
,

* ' - ., jg'.,, Q L:t,':s. .
'

.
' ' -

.

;-(. " ( { fi'.y :T .% * 3 fi 4.-Vp *
s

' ~ ' (' 7>
,
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I

eakS1 cities, the WCCE cities take the prepay =2nt plan. Eatiever, i.
I

f 2 I believe Mr. White in the preliminary stagcc of this meeting
s

.
g

3 was simply indicating that we had hac no indicatica 2 c:a the '

(' 4 cities that this was the plan they preferred.
s

3 Later on in this meeting, yes, they did.

|6 make that representation and that, of courne, was tho ,

I
*

7 purpose in asking for a specific letter of intant. {
l
!038 a 6-

n
'*b..

9

10
.

q ej

11 -

::
? * ' . ,

A }12 a-

> -
s . . ,. . . .
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-
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*
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{ - g..
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.
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I
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,

21
. I' .,* -

1
..

'
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1
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|
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24
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, s

g How much later cn, according to your rcccliecticn,. 9:
g L.

did they say that? I

.h |2
1 I dcn't knew. !

-

S39 *
.,
~

lg A minute later, fivs minutos later?
!Cl 4 *

''

A I really don't know.
* 5 .

4

.G I'm going to distr buto tc you, and tra Sill use J-
6 - ?

:it a few times, a doucmant which Chio Edisen han ' 1,,
,,

7 .,

distributed in connection with the 31-hour- ule frc:.1 j
8 ' '

'
Mr. Firestone s testimony.8

9
There are typed copien of Mr. Firectene's notes

.

of the August 1975 meeting. I think all padian have them. -

11

Have you soen this docur.cnt before? '. 1 y
12 '

,
,

A No, I have not. '

-
N'

-
,' '. 9,y,; &.

_x 13
(_T ' ' ':iic, :3C Now, asa' ' .2 e with Ine for a second that thece ; 1 1- A -

,

I k-14 i_.
ara typed copies c2. Mr. Firectenc's minutes, would ycu A A

,

-

15 e?. . ' -

;.

look at the 7th entry on pago 1 aftar Duncan. The 1st ,' i.
1G ' I

rsentence, ."Suggest Beck recnnw=ndation is for now to be ',
17 IL

considered WCOE proposal." Does that refresh your 'r
i

18 "
Irecollection as to whether or not' Mr. Duncan .scid 4

.'m

very early on in the meeting, let's assume for purpcaca of ,-
t-20 '

discussion that the Beck raco=mendation is tha UCO3 - )ce

21 ' . ' . -
,

'

i

position. '
1

n '
',

;

y, A No, it dcaan't refresh my rccclicctien. As I Q |
23 | l

say, I just plain don't ra==mher. | l
: . 1

*

;{I's\,
221 ''

CHAIR!GN RIGLER: !ihere was your referenca, "

g
,

'q~ 2S Qiu
'

~: -

Mr.,Lessy? "ef-
t ,. .. . . V i, Tu -.

. . .h ,y f,

- - .J..b,n.b
'

?= - ..

t . ': = - 2_
-O

- '

-;-
-.

r . . -

. ,n-w3: fyn~;& .
:: p 4 ,e

*. . , , , ,y
- x,



_

- . . .. - -

.i: .
u

11,142

bw2 1 MP., LESSY: The 7th itam dcun after Duncan j

|
2 d.'.sh are here todcy to get - the last sentencs cf thct. |(J),

l
*

3 *Suggest . Beck reco =.endationis for new to be ccucidered

('2.
4 the WCOE propcsal." f

q

5 MR. REYNOLDS: I might pcint cub th-,0 the cecond )'
-

6 reference down seeme 'o be the otatement Mr. Whits nado ''

s

t

7 that is referenca in the letter that was writtne by the -i"
,

s

8 Witness on January 7, 1976. |
1

9 BY MR. LESSY:
~ '

10 'O, No, you also testified thic morning about
s ,

,

it a memorandum that was to be circulated. Yno suggestad, - '-

12 according to your recollection, that the meme b= . . - -t

i

.K I513 circulated? ,
. *

.~ , a;;9 p,

,' ' A'h ' N'

.iMR. STEVF21 DERGER: What kind of meno.are yet ,. .d .;.14 .
. -

q[; e ,a
.

,

15 talking about? .{ ,, .

11.

16 MR. LESSY: Femorandun based uptm scma el the -j.
.-
t

agreements reached at the August 1, 1975, =

y
,

meetiM. j18
|.l

MR. STEVEN BERGER: Areyou raforring to thejg
-

letter of intent? |20 -,

MR. LESSY: Yes.o
1

, +
1,

.

!.
8THE WITNESS: I frackly den t recall whether f

22 -|,.,

. ,

or not, it was one of our people who made the -b"
23

suggestien that they formalire it or whether Mr. Duncan e l' ' -,4 Js-

volunteered that information, '

'h..

25 m.

- . .q $ _

...'.1.ny,
-

-
.,

.

$,#e- ;,''#, - .w'. -.
, ..

.?' !!h
.

_ . . . " . .f ,9 4
.', -,

. ,s , , , ,

<- - .__ . e.
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11,143 . . ~. { ',
*

i2

bw3 1
I just plain dca't recall at t5 is point. Il

,r , 2
") BY MR. LESSY:.

.

3
ct Let me read you - I'm dia::ributing wcat vill

'

i

be 11000 of this mcrning's transcript. Lcching at i

i.*
lines 14 through 19, it says, an I recall, indicatad [

G !
we had no basic objections to the particular

.

*

-
7

option, and if that was , in fe.'.ct, *-w - ~cor=ondation, and th,?.;
a

felt that was what they wanted to go with, that uc uould be
9 .t.

better satisfied to have from them acce more formal i.
y
!t.to .tdocument indic ating that selectics. ' . . '

'
Your testimony this afterncon is that you ,:

.t

1
,

'

are not silm if WCOE wanted the doucr.snt er if Chio Edison -

r
,, ..

-
13 2wanted the document; is that correct? P' p$' .' ~ ' .

y :g. ?.

.

14 9"^'A.
.

No, that is not correct. W --

1 - t

i ,
'

# t- M .,

What I was tarcing abcut was who initiated -^

10 the initial talk about the letter of intent. . fg
17 It was my understanding that, of courso, wa did j''
18 prefer to have a letter of inter' 3ut I really though ycu

,

-

A s,

were referring to wl") init. tad he very first talh about (
lo a letter of intent. r don't - N . who initiated - uhat -

s '

''
21 form this formal proposal might take. '

'

,:
.t

!22
_ I don't remember who brought it up, the letter k

L-,
'' U of'- ,2ntintant versus something else. '

.

24 :r:
MR. LESSY: d-

. ;e .
a 't

* N ',"
25u'. 0 Let's lock at the August 1 rd.nutes again., -

,-

"["r~
-

:~
.

- c

o .,q |.; ,
, .< 2,.

. ,
--

S '' . . :1.,
* *

.l.' M[| J[,e. 4 g sg .,f~
~

,

, _ J':'.y.gfg,,
- "

,

_
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. .

I
.e

|bw4 1 Let's lock at the bottom en'qr en page 2 after ;
., - ,

i

d 2 Cheseman, whero he says the notes say Eccentially, '

,
1

3 right. Suggest OS and WCCE start to d. raft a ucno cf
r
!

--

I. 4 understanding." :.

t
."

5 According to my reading of thona rinnies, unat i: !
!.

.

6 the first tima that is I::antionad, i
i

o i
7 Would you accept that ac stating that WCO3 urn the j

s one who wanted to get a me=orandum of understa-M ng

g initiated it or dcas that not refresh ycur raccllactica |
t

to at all? -;,
'|.

11 A. No, I will - I,3
~

.

12 MR. STEVEN BERGSR: Can I hcva coca
,

.

c.Ni. u
N 13 idea as to where Mr. Lessy is going?
b '[fi~

-

"
'

'' y . ."
*

14 MR. LESSY: It uill be clear chcrtl'r. '.i

.

,

i(
)

15 MR. STEVEN HERGER: It will appear chcrtly? .).

16 MR. M OCS: I will object to the for of j
t

17 tho question. If he wants to uso e docur.cnt that has baen i

18 distributed for purpres of the next tritnes::' testimeny.

;
'i

19 that are minutes prepared ',y the Witness that is coring on, !

'

20 on a meeting and use these to refresh this Witness'
.

" I
21 recollection, that may be appropriate, j

.

1,

72 The way the questicas are new being worded, I 1
''

.:
~

doubt 'bery seriously that is what he is doing. I think [. ;
'

23
.

*
I 24 ought to confine himself with respect to 511s
L. ' -

$. ~

( 25
'

. . ."
.t.

'i -

~ (N
i:,

; ,f
{ < #1; ..O- -1

k. +
,

, _,'{ ,7 %
'

o . , __ _
-
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i

bw5 1 Witness in using it to refresa his recollser. ion.

/) 2 I cbject to the ~ ..for:a of the questien.

3 MR. LESSY: Will the reporter read back ,

( 4 the question.*

(Whemupon, de r3poder mad &c' 5-

!
6 Pending question, as requestad.)

,

THE WITNESS: I doesn't reallya

7 ,

refresh my recollection. I only hcre a general recollection gS

of what transpired at the meeting.g
.

he spedEc equences of ennts I haw no
10

recolleetion of.y;
1

ze . ' + >.

I..

y13/'] '. ES 3 8
-

-
, ,.

v: -
14 5 ' ^

15
' '

'

|?

16

|17 *

..
I

18

19

f20

.

21
.

122
y 4

1

23
.

24
ry. * *

,

\e
7 _

s 25 .

-

.I-.
_ ;.

.,',4., !' .
S

,.. ;;1
,

' . . ', , , , , ,

~

"';'
_ _

,.
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joni !
I
f

40 1- SY MR. LESS'l: ]<. |
2 Q Have you ever seen -- I am showing you a ;

i
'

document which has been received in ovidence in '. Win "

3

f4 proceeding as Applicants, Exhibit 15. It is a lottar dated

!,

october 20, 1975 from Mr. Thomas Kayuha. to Mr. Duncan. -

5

S Have you ever ceen this Ichter befero, Mr. 6711 son?
> .

A I can't rocnT1 whether I have ever coen it befora.!7
l
II may have seen it at the office. I don't recall.8 ,

Q Did you review with counsel before your testironyg

today certain documents which might have been relevant toto
L

Y "# ** Y711 -

A No, I don't believe I did. There may have bem12

s me referen e to these two statements that I put in. . ,[pi'i 13w 7.

Although I don't recall that there was. I"

14
- l

,

I did ash to see a copy of the - again of the 'i
15 '

letter I wrote to Mr. Cheeceman. But there was no gor.eralg

discussion of docmnents, no.
,

I* ' '18

there is three lines from the bottom there is another thought.

"Following Mr. White's statement" -- and I am i
20 1

*

ggg @ g agg "that Ohio Edison Ccmpany has no prob 1cm with f
' I

its concept and therefore assured WCO3 that na vare agreerble j_

22,
s .i'

with going forward to work out the legal, technical and !;

23,

.

: - !
| economic details required to implemant such a concept, . f24(-

various mainHers of the WCO3 cerc=ittee falt a ' letter of
25 ''g ,

'

|
. i

'
..

I I
*

- ~ ; gjy'
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11,147,

t

1 intent'. was required to conehow memorialico the undcrctanding ;,

e ,) ;y -

t 2 reached that data. !
!

3 "It tias at that peint you ao grr.cicucly offered |
( ,'

4 to draft such a lottar." !
'--

''
.

3 Does that rofresh your recollection as to who :

i
6 requested that a letter of intant be drafted? !

-
.

7 A Eo, it does not. f
-

8' Q Do you agr30 with the statsmant that
.

I'

9 Chio Edison agreed in princ,ipal with the prepayment c0nceph i

i
10 at that time?

11 A Yes, I believe Its. White stated so at ths '_ -
,

.+

12 meeting. I think - my recollection is the phrasing was 9, r
t. :

.. . - :% ;. , . .

QJ 13 something like we have no particular objection to that [(,., I
t- . ) g 3:

14 proposal. 1) s
,

!-

15 There were scme tax rcmifications that I believe j

16 the company felt needed to be further explored, but.I think

17 that was about all I .. =har about it. ' . ' . .
;.

'
.

18 He indicated that we had no panicular chjections

19 to the proposal. |
? ,

i 1

.
20 Q Do you have any reason not to beliew that the i!

h;
.

!21 lettar of intent was requested by tfcos and not chio 2disca
a l

.i 22 MR. STEVEN BERGE3: I object,your Ecnor.
_ ] ,u '

!
1

23 He has testified as to his reco11cchien as ;

24 best he can on this now and I thin'c it has gons far enough. I
h+ .1

b MR. LESST: I have not asked that question, sic. f25

_ ; .v i
,

-
,

[. , s 4 ' s
8'

,

..I5 h y h' C_ .. - >
.,

,
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1 CHAIRMAII RIGLER: Well, the question is whethar
.-

l). *
'

2 the question has been asked.

3 I will per: lit it at this ' point.

f~ i
I4 THE WITNESS: May I hear the q ' '' ion apin?

i

5 (The reporter read frc:1 tha record as requestod.)

6 THEWITNESS: Only my recollection that wo |-

. .

7 were - I felt, my recollection of the meeting was wa falt |

;8 that a letter of intant would be appropriate, co I think ,

's I certainly got the impression wo were as interostod as the '

.

10 WCCE people were to formali=e this propoccl.
- 1

1
11 MR. LESSY: Would you road that ans.;3r beck to j

i-
|

12 me, please? .c. .

|. . ,

. i ,: ,,

(). 13 (The reportar read frcm the record aa requested.)-J.
AJ ,

?.*

ta BY MR. LESSY: *w. '

15 Q With recpect to your letter, tha *Mrd parcgraph,

c
16 when you write, "You or one of your ascociates then indice.ted.

'

37 that you would need something more assuring thcn the
,

18 company's oral indication that it had no conceptual
.,

t
39 difficulty with your preferred approach," decs that i.

l-

20 refresh your rem 11 action as to who requested the lotter
% ;

21 of intent based on your letter of January 7, 19757 . g

L ti
A I have tastified I have no recollection of who jL 22

q ..|

requested the letter of intent, who tr.cds the initial ;23-

.!

request.
_

|24._.

( I know tha results of the meeting, and that is25

. .

y

\ ~.: -

_ c: gg? n ',g-
.

- ., \
,

.
-

. .
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~

'

11,149
3

-|
1 what I said. |

2 I have no recollection of who ande. tho initial ,

3

3 statement and where it m at to from there. '

i
'

4 Q If Ohio Edison ag ced in principal with

'

5 Prepayment and if a memorandum was at lecst raquacted by

G WCOE and maybe by Ohio Edison towards that agr0aw..t, than
.

7 how can you say on page 2 of the middle paragrr.ph of your

8 January 7,1976 letter that Ohio Edison not rocciving tha

9 agreement in principal language was your basis for not
,..

to contacting Beck cnd going forward with Ohio Edison's end
m

1i of the study?

12 A Because it was a fact. j ;
,

f q.; y
-

13 CHAIRMAN RIGLER: Docause it wac -- , f' ." . [,5 [(d' .pe.y

14 THE WITNESS: Because it was a fact. ' ' ad '

:

15 BY MR. LESSY:
,

16 0 Wasn't checking figures to go forrard "

37 independently of the letter of intant to be drafted by

Mr. m ean?is
8

- ']A No, that wao.'t my understanding.gg

' s

20 Q Couldn't they go forward indepandently? |, , ,

P A They did in fact go forua.-d indepandently. Out,2t

- 22 as I indicated, we were waiting on this l' utter of in32nt
|

s

)23 ,ef re we c mmunicated the results of my study to
{

Mr. Cheeseman. - l
'
'

2.5 _ r.J
I

L Q But there was no reason that you didn't discus =
.

x. J,,

*
,

k
,

._,

4 ,_-' *1 q d h l.
.

,
. . a

1 . x
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jon5 : '

. !-
'

I the study with Mr. Cheesem n prior to tha roccipt of tha 8

2 letter, was there?

'3 A The only reason was that again us falt that to

4 formali== this procedure ve ought to hava comethine; in j
!a .

5 writing that said the WCOE peopla wanted to select thic

6 particular alternative, b

I-

7 I saw no reason to discuss it until they agread |
3

8 upon what they wanted to ask us for.
!

9 Q Were you inchructed by Mr. White not to go

10- forw2rd with checking the figures - uith Mr. Cheecennn

11 until you received a letter of intent?
,..

12 A I don't recall that I had any inst:ucricnc ' --

- S ..i', I;
.

f; 13 from Mr. White other than the ihstructions or our [h; -

14 understanding at the meeting that I would take a look at the~ .

15 figures. -

g'

g
'i

30 16 i

17 -
-

'

18

19

i
M I

. i

|21
t

(-
22 ,i

N
. ,;I

23 i
!

24
' '

^n
%. . 25 -

..,,-|-< +;-

.!.

,
a . j ..;,e

- -

7,
. .

'+
,

* ' g
- = + . * -) '

s:
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1
41

'

enki 1 Q Did you tell Mr. Cheeseman that you uculd

().

2 not check the figures or go forward with Chic Edicen'a |
- r

3 checking of the study until you recaired the !.ecter of ;

:
s'

4 intent? i

i
!

5 A Not at the meeting, no.*

1

G Q Any other time?
'

'

7 A In the lettm.. - [

8 Q Except for the letter.

9 A In the letter I gave him my undarstanding. j
% .

I
10 Q Did you tell Mr. Duncan at any time you vero not

:q
11 going to go forward with checking the figures and scing a y

c .

'i t-
12 forward with the study until you received auch a letter? "

.,g: ~.
g, t .

13 MR. REYNOLDS: You mean other than this letter? , g tgn-
,q ~... ...

D~
MR. LESSY: Yes. 'y

a r

14
-

i
THE WITNESS: I didn't speak to Mr. Dcncan at all. *

gg

'

BY MR. LESSY: .I16

Q Wasn't there a long discussion of figures at the ~ ;
37

'.;
meeting? By that I uean the August 1, '75meating be5sicen !18

t

Ohio Edison and WCOE? - I
99

A There was some discussion of the figures, I recall. j20

Mr. Cheeseman, I believe, either he or his associate nada a . 1 ,

| |*

21

presentation. I woudn't say it was a long discusnion but '

g
f I

there was some dise.tssion of fig:2res, yes. jg ,

i
Q Isn't it a fact you agreed to promptly come to ig

Indianapolis a couple of weeks af tar the meeting to do that?

m
!

.$j.. |t.i V
' '

, ,

.$', .,
. . .

M | .,-
,

, _,

. , n*; py. .s,

s e ' 3.. , '"'

..
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eak2 1 A No, it is not. <

h 2 Q on page 2, paragraph 1 cf your lecter, ycu srita

3 that "Wo have examined your alternative No. 1 and vc can

; 4 see nothing basically wrong with your apprcach fren a rate i

5 base or operating expense standpoint although you may rocall i
*

6 that property taxes, for example, had been inadvartantly onitten. -

"

7 Isn't inclusion of property taxas and costs a -

8 legal question whose answer is not aluays cles--? !

!
i

9 A I don't think there would be any nezd to involve
;

i
10 legal people in the inclusion of property tay.es. Preparty

,

;
I

gj taxas follow plant and just as a matter of cource, they i
i
!

12 would be included as a cost of servico. j

!.
Q How about plant in progrecs?er 13

O-
A We have never included const.rcution work in progress14

!
i

in any of our rata base calculations to date. |15
:

Q Now, going to the last paragraph of page 2 and |16

I don't mean the last full paragraph, I mean tne lact nentonce,
97

"If and when you are prepared to make a core definitive raccm- ,18

mandation to your clients . . However I uill again raviewjg .

!

in general the proceduras used and it continues.* Is it |,,.0
:

y ur position that the prepayment concept, alternative
''

21

No 1 is not a sufficiently definitiva recomnandat:.on zor3
4

-

'

you to go to Indianapolis? I-

g

A I don't have any reason to go to Indianapolis that jj,,

Ob I know of for any purpose at the me=ent. It ic my unaarnean >%i
23

!
!
.

|
<

L g
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|
1

eak3 1 that until we receive this letter of intant that we don't really
;

(h 2 know just exactly which of those alternatives that the f
3 WCOE people prefer, at least not in a formal fachien.

.

( 4 I would see no reason to do anything further with
,

i
1

5 it until we do have some definitive 1:1.fication fecm then that ;*

i
I6 this is the alternative they prefer. -

~

y It is the alternative racc= mended by their engineers,
i

8 That doesn't mean that the WCOE people prefer that one. Im

9 I indicated at the top of the letter that I hed already |
.
l

10 enmined the thing from the standpoint of tahing a loch at i
I

11 it to see whether or not it was in accordanco with FPC procadurh

12 and as a mattar of fact, it was.
!

%!.5 that really, there is no occasion that I knowm 13; . f-
, - ,

"

j f, of to go to Indianapolis. There might be if UCOE were to

select another alternative.
'

15

Q Do you feel that R.W. Deci has made a "d.sfinitivo
|16

!
recommendation" to WCOE7 '

17
1

!
18 I would leave that to R. W. Eock and UCCE. iA

'
,

|Q You writa, "If and when they are prepersd to makegg ;

g a definitive reenmmandation," you will take cartain acticn.
.

.' HR. REYNOLDS: I believe it was more definitivo, Nr. I21 '
'
i .

Lassy. l I22
' l

'

}'
|

MR. LESSY: More definitive.-

:-23 *

THE WITNESS: When we find out precicaly what thev24 *

want, we will take a further lcok at it. If they prefer their
_

. .. ,

... q \

,l . |.

+r
.

.

$ :|
.

s .r .eJ%Qp_

. __ h
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eak4 1
*

.

their alternative that' their engineer recommended, 2
J

,

' I 2
'I.v.

am pre. pared to talk about itrif they prsfor something else j
3

I
-

we will talk about that.
k

e

c41 '

' 5 '

6

I-

7
*

8
-:s :

.

9 '

...

10
a5

11
'

;-

v..
12- :3.

. .. :A 'a ..

' ' ;i > t-,;
13(m, . ':,';y-

s.-

.. .

2 c..s,fwp !
14 . ; .-

*

- | , ,,
~ , .

15 "
,

16 i
. 1-

17

18
.

19 -
I

20
e

21

22 ?

a

., -

1
*1

24 ', f'-
i

' ' ' : -!. I

.

25 *; '.!.<
~

'

- .. ,

N 4

| 3% * % e- t

* ' -

|, . - .y .; .
'

+ - ',=>, a|I k :. y,

ALL **;* Y.2, : h
"

f'- ,
*

~ .L:n ?QQq;f |
'

* '

;e .,

; '_ . , . .-

> _ sw
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'h 2 ;
BY MR. LESSY: >,.

g:

A 2 Q Are yr% forgetting Mr. Duncan's str.tecent ' hat !c
.

3 OE is to assume flat the prepayment plan is the graferred
4 plan of WCOE that was made at the maai:ing? !

c i
5 A I don't think Mr. Duncan's representations at I

I
i6 the meeting satisfied our desire to have aor.athing more
[.

I7 formal in writing as to the propocal that the MCO2 people -

!.:3 prefer. |

-
9 Q Is the subject of the letter of intent to be one

.

10 that Ohio Edison has agreed in principal to go forward on
..

two, that WCOE has cormitted itself to prepaym nE. t11 prepayment, -

, e<;
12 A

..

I think - I don't really know what my conception 1{,,,

:r . f,
(m ' 13 of the letter of intent may be. : ; ' W ii

. , . r .s 6..

-J%L : : Ship
~

14 I think it is a drafting prchlen for Mr. D'mcan.

v
15 But we certainly need something to indicate that it is proper .

, 1,
16 to go forward with further study en that propocal if indeed

.

. I17 that is the proposal that the WCOE people prefor. 3
e

.

18 I don't think the issuanca of the lette
f
t

19 of intent completely wraps the matter up. - *

20 I think it is what shall we go forth with from
-c.

21 this point.
.

3 -.. 22 Q I don't believe you answered af quosticn. If L
a g

1 ''23 you don't know - would you read the questica back, please?
.

24 (The reporter read from tha record as requested.)

(.- 25 THE WITNESS: I guess I can't ansvar your qucchiont
.. :r. k .. y;

i+> s--

-e-..,

< - v:,i*.;.
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1 any better than that. |

h~
r

2 BY MR. LESSY:
f

3 Q Would you agree, then, if the subject of uhe ! '

: '

('3 letter of intent is merely to stato that Ohio Edison agreed j,, 4
ta !

5 at that meeting in principal to go forward on prepaynant, j
1

. t .

6 then there is. no reason that Ohio Edison couldn't go forward |
:*

I
7 in checking out its end of the study? j

|
8 A I don ' t - ;

9 MR. REYNOLDS: Objection. I think counsel is

10 arguing with the witness now.

g3 I feel we have been over this si::t diffcrent +
,

12 ways and he has given his beat answers to the questions as
._

g .

p.. g3 ' - j,fraEed.
Q.

'

gi =

14 I k n't d ink what we heard was anything more "

than a rephrase of the last series of questions. -

15

1MR. LESSY: I think by letr.er of intent j -16

there may be a couple of things in mind.g
,

t

CHAIRMAN RIGT2:R: O'rarruled.gg

THE WITNESS: My concept of the letter of intentgg

would be to indicate which of the alternatives cet forth in I.,os
4

the various plans the WCCE people prefer.
21

'
It is not my concept that the latter of intsnt !.

, 3
- ,

'

would simply indicate what Ohio Edison has said.g

It would prchably do both.
24 .

25
.

.

,"_
. - . , -

. 3;. : J ia=

'F h *. [-[* ''.
.,,

f. q S ? ? 44..
*

. .. . . . . . . . ~ - _ . . - . .. A
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1 BY MR. LESSY: l
r~.
i'

2 Q I am going to refer you back to Mr. Firestone's

3 typed notes. The last page, John R. Uhtio fourth from L
t

4 the bottom, "Okay to prepare meco cer.imitting each of
n

5 us to pursue study of cho 1A concept."

6 Does that refresh ycur recollection in any way
a

7 of what was to be included in the letter of intent?

8 A I thought that was precisely what I said just a !
,

9 minute ago, that I would expect that the lettor of intent

10 would indicate that the WCOE people prefer the prepaymcat

11 plan and that Ohio Edison has indicated that th0y approva

12 of the concept 12 principal and let's go forward and take a . g.
.

y@,

[.} 13 further look at it'. r[jfs i

v. . ~ ; ;. < .:r
,

# ~'
*

14 Q Now, the data in the study, the Beck study, *

f
15 are all of the datain the Beck Study, are they all 1970 data? [

' ' l ,

16 A Mo, I don't think so.
|

'

|

37 My only reference to 1970 carlier uns that that

18 was the starting point that Beck used in developcing their ~
'

l

i !

gg investment figures. So that they would have

20 added to those original figures by project or otherwise. |

,

Q Eow about the current data or * data en the21

- (- 22 municipal wholesale customers, their systems, loads, siscs? . ..

s. . I-.
,

23 Do you know what the year of that data is?

A No , I don ' t. -,,'
,

'm24 '
.

{ON:
.

,

': 1
Q Now, I have a couple questions ahcut the graph , . "- 1

t'''

. . , ! . f. ..- '

'

;& g.

4 ~

. si g,. G - p l. ,
-

+. . .
. -

c c, ;.
,

. . _ . . .. --
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jon4 '

|
'

.

I known as Applicants Exhibit 166,
|

2 I
To what tiras of the year is this ahetch j

i

applicable?

b 4- A I drew this as being a winter peak nonth,
a

a5 *

Q Where on the chart would the municipalc' peak i

S occur in the su:nmer?a

7 A Well, again, both the Ohio Edicon peak and

8
the municipal peak would be moved over to, oh, probably

9 around 2:00 o'cloch in the afternoon if vo were talking
|

10 about the summer.
II MR. LESSY: Could you read ttit bach, pleasa?

12 (The reporter read from the record as requested.)
.e

(m,) - 13
,

;G.j, '
+

BY MR. LESSY:
--

29 ..

Id Q Would the industrial peak remain at 5:00 o' clock
,

.

15 in the summar?

16 A Theindustrial peak depending upon which = cath vc
17 are h11ehg about would. move around from 11:00 in the

,

18 morning until sometime in the afternoon.

+;19 .

I am not sure that it would be 2:00 o' clock cr !

1
-

20 just exactly when it would be. '
4

21 It would be a daytime peak, and it would p: obably
,

- 22 occur somattne within 11:00 to 4:00.
23 Q Perhaps 2:00?

.

24 A Could be 2:00. .4'-|h 1 -

'

p- 25 I. li,.
| ; V|

'

. m ,_
'i % ' A, v ii;k ,;'

. . . :; TW:-c
'

''

,,_, , , , , , .
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.

S43 t G Isn' t it a f act that in the su=mer the municipal I
bwl

.

'

h 2 industrial peaks peak at about the same ti:::a?

3 L I'm not really aure that is absolutely trz.a. |
I

4 They could peak close together, yes. f(
3 Then this graph is only ralavant to the winter^

|
6 months.

''

A That is not true. As a matter of fact, sinca I7 ,

8 have shown Ohio Edison system peaking at seven o'cloch, tho

condition I have shown is for the winter month, -

9

10 However, what I'm trying to do en this graph
,

,

. representatives a multitude -- not a multitude, but 300-soma-
11

odd or perhaps' a thousand industrial custcrars with one 'l12 .

|k| :n
line. tr 4

-

() J N|j
It would be many lines. So that - and the sa' .e vid.hJ14

- |.w_

the municipal. I'm showing one line for municipal, wherecs
15

em an O.
1G

s that in a simple sketch like this, it is
17

difficult to ir aicate precisely the condition I was speeking I
18

of.,g

What I was doing in my study van to compare the20
* s me f the individual industrial loads with their

21

contributions to the system neck. I
22 .- i

r .. |-

I tried graphically here to ahov a repracontation f '
-

g

of that. !3 ,

'

CHAIRMAN RIGLER: But that is Mr. Lessy's I,

k. 25
,3., ., q

g a.-

. h?'~

C, . w' ' A \

.

c ' G CA,::- + '.

j';$U$T n w. hig
'

- -

,, ,

;_
. .. __ _ _ __ _ , : _-

_
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1

i
W2 1 question, which is, does the industrial locd ccatribute j

,
?

,, 2 substantially more to that peak in the. cu=:::er or in the

3 winter? I
:

a

(' 4 THE WITNESS: I believe in the study I ands that ;
.

I
a 3 there would still only ha appro:d.s:ately a C5 percant i

!
!

6 contribution to the peak in the summortime, as wall cs the *

7 winterti=a.-

i
!
!8 That the relationship of the total in&c.strial (,

*
I

loads which would be cimply the maximum pecks or the billing fg

q
10 loads of the industrial customsrs, that contrihutien i

i
!

jj in the summertima, as well as other times of the yacr, i
i
1

12 would be approximately 75 percent. f
, I

>g'''?I.
13 It may go up some in the sn ~ rtine. . ['- >

. . . , ..

'"'
- f

t.'

But let us say on the average for the year, there34
:
;<

15 would only be a 75 percent contribution to the cyctes
.. ,

1G peak. t'
j

..
. i

;7 In fact, in this stucy, 2.n this study that I did

!that has been '' referred to a cnuple of ti=33, whers I .j18
i

gg used the FPC procedura, we did, in fact, examine tiu2 I
i

20 full 12-month period. That study was based on a full 12-ncntin.e

I

period. '
21 -

;

t-
t

22 MR. SMITH: Would the municipal paak follev
{

l(
23 the system peak throughout the entiro study? !

THE WITNESS: Yes, sir, it dcas.
'

j., ,
*
.

Ik MR. LESSY: No furt''er questions.
'v

25 . |;
r.

>
3 - >a a
--4

.,

4

(
.

*f ,

'

_', - .:p .g ' 4*Q *j
..e ..- - ,* 3

.
'

t-3 ,, f.. g ,
. <

|' *
. , .

,
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~ !.
bw3 CHAIRMAN RIGLER: Is there any, redirect?7

MR. Suvsd BERGER: Yes, there is.2

3
i
r

3Y HR. STEVEN BERGER: |,. 4
( -

1-

g Mr. Wilson, as to the filing that the company |
^

5
.!

made of the 138 kV rate to municipals for the Federal i6

Power Commission, were it not for tho fact that you were [
o

7
i

filing a rate case, would Ohio Edison ha'fe filed a rate for ig,

. 4
138 kV with the Federal Pcuer CmmiOsion? jg

. .p
2. No, we would not - ' i .'

'

10 F
i

G In May of 1975, no, tce would not at that ;.
11 ..

Ls

time, because as I indicated, uo were Iceking - , :)
12 -

'-
. , d li:

forward to a full test year ending in June of '76. 2 b e Q, . .^ 13 ' u-

t. ' d' c."
And that would have enconnessed delivar e,

'14 . 4: #
. .

. 1-

we felt, at the time encompassed delivery to Niles at ' .d15 4-
138 kV. ~:?

1G l-
)?

However,' since we didn't expect that to
|17 1

i e'

begin until the end of the eyar, we would not hava filed the !~
10 * _ :(

.

138kV rate, because of the FPC rulo which indicatcc 1.
19 .i.

that the service to be offered should be, in effect, I
20 -

I
believe it is after 30, but not mora than 90 davs frc.,.

21 -

' I'.
s

-

y
the date the rate is filed. ;

22 -

I ..>

MR.BERGER: I would like to have r M:cd as !.23 ,

1Applicants Exhibit 171 {0E) a letter dated August 14c 1974,. !24 c., - .

h frota Mr. Wilson to Mr. B1:tler. '

; \. 'h
'

e 25 - + . ~ .".
'\,,

9 . A * e-

*
=

4

| '' Q}_ R&%
g

,

.

4
. r. u

( e h b

- 3 ;*. . . . -

3_ - .
,
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1 (Whereupon, the doct=snt F
, ,.

2 referred to wcc narked |

3 Applicanes Ddribit No.
,

{ 4 171 (GEi for idcutification )
-- BY MR. STEVEN BERG 3R:

.

5*

tg Mr. Wilson, do you recognise this lottar?
7G '.*A Yes, I do. ,

-

"
7 .:

G Is it a letter you cent to Mr. Bi: der?
8

A Yes, it is. -t~
.-
<9 - '

.

l

G Who is Mr. Bixler? E. ' , .
10 -

A Mr. Bixler is our Warren Civicica manager. .hp r-
MR. SERGER: I uould like to move the admission b

12 :s
5:

of Applicants 171, your ' onor.
13

- ' ,>9is-

.i:e'

(v), MR. CHARNO: Could we inqui:m td. art: hor this ~ .
i y,'!: -m.

c

14
-

FUg;.7
g' 1 ...

tit.x, . , zi: k ; -docuen'nt was produced en discovery? ' <J
b15 ~

1G
.- N[The Department hasn't seen it before, is the

'[Treason we asked. Since it falls within the time franc
{. .

..

17
. y~of the contemporaneous materials that were produced, we

. . .

18 4'
were just wondaring.

.i
'

19 fMR. STEVEN BERGER: I'm not sure whether it i
20 '

|
was or was not produced, your Honor. ] ;r

2] i. -
.

'

At this point I'm not certain..
' !. 3 l

f

( *
- '*g3 -t3S43

24 ;'
'

'

' n. .
O.5 .

: v,e
.

25 .,

y~
y,yC<

. ..

$-

'Wik-

... . ..: m . m...

* * .
, $

_
'1 - _ t.

.
.
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cakl 4 ;
MR. REYIiOLDS: I will try to determine it if 0.as. j

,

A. 2 The problem is it could have been produced and not"

3 picked up in a rough screen. If it vaan't picked up in a rough
!

{ 4 screen, even though it was produced, i would have no way of [

5 NDOW189*^
'

-.

G I can seelf it was something furnish 2d to theu, I
'
.-
s

7 pursuant to their designation after doing a roug.' screen of .

.

'

,

8 documents. It cou'Id have been produced end not bee.n one of thej
.

.t
g documents pulled when they & throud.. the docuisante initially'i

-

.

'10 f r a r ugh screen.

Ji
. .

79 MR. CHARNO: The only problem we have with that is } .

.:

12 that we rough screen by files and not individual decur. ants. (
t

.,r
-

0$ , , , .

As I say, wt! havethe contemocraneous documents. 23 t13O =; e , '.
-

- s. . -

g MR. REYNOLDS: I will undertaha to determine it.
-- . 'i; <

- 'i

I am not so sure I can answer the question. I have no reason .!'15
t

',r.
. Lto believe it was not produced. ]g

.

MR. CHAR 30: I have no reason tc believe it wac !'<

"t .
,*
!produced.

18 --!,
.

CHAIRMAN RIGLER: Well, is their an cbjection? ]s'19
:

.f

MR. CY'3NO: I would like to request thnt the Ecard i
;

< postpone ruling upon it until we can datarmine whether or not -

1it was produced during discovery. .I22
. ,1 .?

, MR. REINOLDS: Why does that maha anv difference? I

i
MR. STEVEN BERGER: Whv is that Iclavant? ?1424 -

!
.l7) MR. CYARNO: I uculd use that as a basis for $

q 25
. 4{"a -

r-

|3 *I o -

t

i.

. a' r ?
'

, . p' g , ;-,
-

.

. . l'*

w. M;|d?'.n.:
" . -(

.'..:.e, .>
' '' ;M&&B&|,

'

- - * o~ ~ ~
.

, ;; syg '
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|
.

}.eak2 I objection it it wasn ' t.
|
s

(] 2 MR. REYNOLDS: On what grounds? !b !

3 MR. CHARNO: If it' has relevanca at this point,

4 we have been denied the opportunity to investigate the .t

!

t
5 t:ndorlying facts concerning it. Mr. White has alreauy. ;

.

G testified and lefc, He is one of the recipients of thic. i
e

!7 I believe he test'ified concerning this aren.-
.

8 cfR. REYNOLDS: Mr. Wilson is hcre.

i.
9 MR. Suve;d BERGER: He is the author of the letter. ~

10 I you wat to cross-av==4 ne his , cross-ernt'ine his.
.

;j CHAIRMAN RIGLER: All right. I am not sure whether
i

,f,5
12 you have objected or not.

]
, .,
,

e:y'

13 n. awo: Well, I will 1 dge an objecMan. ;I f M;r x;fm.
.

;V y;Lk ;;w, -~. s
' '

we have inadvertantly missed this document, my objectica is '.<,i
<na -

14 .

s,.,

ill-founded and I would adnit it. . , q[i.
.

15

.y
1G CHAIRMAU RIGLER: You have asked me to dafer ruling?!

,.

LMR. CHAENO: That is correct.
d..17

s

"" * I$ * * UU "'

18 *

g-

CHAIRMAN RIGLER: We are going to deny !gg
<

i
,

that request. We will d5_at Applicants to furnish uhat 1

20
.Iinformation they have with respect to discover' . =he 'i..-

21 I
e

'f'.objections will be overruled nnd we will receive 2.t. !;
- I

>

23 (The document referred to,s.,

i
marked Applicants E=hibit !

25 . 171(05), foridentificntion)sj+-9

- . :u ..
.

' .
was receivsd in evidence.)4 %.( 6-..

. .

7:ep;.y,

yA[gg,a s,.'GgA.
e , ,-. . o

_ 7,e
_ <

.

s. . , .. .

, .

. i..



j Y '

' c
.C

11g155~ 1 P-
1-
F
Peak3 1 BY MR. STEVEN BERGER: ,,

. ,.

O) 2 Q Bir. Wilson, we have had seme discuccion about a
.

Ix
,

e

3 study that you have prepared on ::he questica of what the ratec '
s

<^ 4 would reflect to wholesale and industrial, if they were regulathd
\--

1

5 by -- if they were both regulatad by the Federal Pctier
|

*

? 1

1

G Commission. t ,

<

1

7 You did not run a study of the -- of what the ( i
"

i

8 rates would be to wholesale and industrial, if they were |
' :

9 both regulated by the PUCO, is that correct? I
-

A ht is cormat; I did not d o su & a s % dy.10

[L
Q Why didn't you run such a study, Mr. Wilson?

|g
p,

,

A Because of time constraints. Frankly, I
{

'"
12

. Adjust a day or so ago finsihed this study and this cem-'d to ".T.(jb
"@ - |&|}b|i'

i'
&

be the most appropriate data availabic, tie are using a pech74 _14 ayw
respon:!Ibility method with the Public Utilities Coralicsion ..v:5;.

;j.
> 'r.

"" "" * *" "IG k
~ '

-

So quite frankly, I wouldn't crpect the
- 1517 .

1
-

.L
restilts of the study to be that much differant, tchsther 7

''

to f.
did it under PUCO or FPC. -i19 .

*
..

Q What do you expect to as the average,if you ould,
g.,

g p
u,

contribution to peak of a municipal customer of a givene *

21 s

industrial customer on the OE system. I am really -

>/ '

referring now specifically to the Exhibits 167 and 163 and v.he I
'

study that was done on zero contribution to peak, 25 parcsnt 124
- ;+

h contribution, 50 percent, 75 percent and 100 percent. '/'/ ; 925
.

A. - , .,f 4
>ir, J., t

,# * , > , *

~ *~ Y$-:.

'. .. $9MN:h > . .e:

.

+.f kfy ).
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.

enk4
1 What woul.d you expect to be the tyuical industrial [

- t
1

f 2 customer's contribution to peak of a giren municipalit1? [
-

,

3 ,

1

-. 3

.

O

t
,

6
..

>

%

7 :

|
t.

8
.

e1
-!

'9
-1

.

10 -{-
..s

f.1
,

11 ;-

.t ;
:. s

12 e :-
- ;

.,. x;
:p ..

. . ' r*&st;.''/).
sp"p

.

O . . L i

14 ~ .. i.? ,',^ 1. .
e,.3 n- |

.:t
,< i:-15

n.

..e 'I

80

*
t

17 ,

.-
0 |

'

10 I

:
.s

8

19 .; j 1
..

,

20 I i |

.

4 -

21 '

',22 -

> ' ,

.t

,

- Ir
24 i-

w
(:- - L,

25 ,e ;.

~,..

:*i t.'
.

. a' 5,-
, f * ''b
s'. & ,+-

I?' t -
~

''- -}* -*,}?jy-

, .
,

,
,

- '
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45 .

t
1 MR. LESSY: Will you define what you mean by the i

p' 2 size load of a typical industrial customer, Mr. Bergar? '

'

3 Ohio Edison has a whole range of industrial -

( 4 customers in terms of size of load.
*

5 THE WITNESS: May I anmmr that, Fr. 33rgor, by
,

* '
, ;

6 referring you to the - ,;

7 CHAIRMAN RIGLER: Wait a minute. '
,

i
?

8 BY MR. STEVEM BERGER: l
9 Q' 5000. i'

. = i.

to MR. LESSY: Typiccl industrial customers of Ohio

jg Edison having -- 5: I
t 1

/.e -g
12 BY MR. STEVEN BERGER: I4

*

. , s. ,
* 2354

-7. n' %

_'- 13 Q What is the typical load of industrial .ygg.g!:
'

:

; .- a;n :u
ja custnmars on the OE system, Mr. Wilson? ; //ph;:,I

,

..:f :
15 | A I would suspect maybe it would he something .~%y. J.-|

. -

16 less than 1000 because when we talk about industrial -[
, . ...

,

j7 custo:ers, while my study here is related to transmission |

.

*

,,- u

18 industrial customers, we have also primary industrial ;

'
,

19
cuse mars,

-v,
i.,

3 Q Limit my question to tran wissicn industrial
s

Customers. a
21 i-, ,

.

A .( 's

g With tramission industrials juct c:rt of tho
>, , q-

'- air I would say somewhere around 1000. i~g
*

+- 1
tQ What would you erpact to be the average ; , ;'i Pg

..

v .; '
contribution to peak of the me;nicipal customer of cuch an m]'L 2,5

* ' f b..i. -

_ .;

eWk:
- (1.*} .^

=
'~ , , .*

'_--
, ,

'
- '

; W.G Q$?fj2;fj bs-
'

s
-

, ; 4 .i*- :
> ' ^ '

?
_ _ , . .. , - -,; .- ,

s
s ,

.
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; jcn2
i t industrial customer?
I
t. .>

A Since the municipal systems are ic: all
3. ,.

3 practical purpcses replicas of Ohio Edican's iced curta,

( ,- 4 - . . . -
y expect the average to be around 75 perennt.

s

5*
I have actual contributions on the statement

.

I prepared for the City of Wadsucrth and chi.o Draca. f6
,

,

s
i 7 Those contributions ran 59 porcent ctarting in Octo.bar 19~15,

8 59 percent, 54 percent, 75 percent, 73 percant, S5 percent,

"9 65 percent, and I believe 86 percent in - April.

l
10 Q If Ohio Edison were to tcha on r-if Chia Edicon

-

. .

11 were requested by an ericting inductrini cuctemer of a,

. .

12 municipality or by a new industrial custc=cr coning into thal .
, ; :> n . ...s ~w13q- area to be served by Ohio Edison and thct new induct--ini 14.

,v "dg.; -
14 customer contributed for hypothetical purpocos 100 percent ~ to' '. ;

i . r :;:. i

; .~ 4
15 Ohio Edison's sfatam peak, would Ohio Edisen have a right to2 |

,

16 refuse to serve such a customer? 'i

y
- ,.

17 A No, we would not. We would scr're uhet custcr..or

11
18 at the filed rate or at that particular type of service hc i

s.
i

19 is requesting regardless of what his contribution aight I.:c' ;

20 to our system peak. j
0

21 0 Does a municipality have a right to pick and (
* .A.

22 choose the industrial customars that vculd be most
. - l.

1
r

'f

23 advantageous to its load configurati.an7 } |
t

<ln A I don't think they are under tha sana constrain:sj
oe

- 25 we are. - * . m(-. <
,1 [ 4o - #

-
,

Q ' - r c. , |
+

. m, A, ,
~

,

s . . , . . ;.
Q .

s
"

.,

, w : , ,,4

'.

* * k. . -*
,

' ' ' , -- . . .i,.

| g 3, . Q|$ I"t ;
% ' : '.

'

1+ ,
* .

.s., @ X". ,? .
, ni - -

w; n y ;fM<-
, s

, .. , , .: _ - s y . + - \...
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|

\ 3
s a

We hold ourselves out to serve any inf.untrici -

. I.
.

';

2
customer that comes into our service te.ritori. -

t .
. . .

3
]e I am not sure the municipcis ;
.

.

;l 4
a

.I have that same constraint. i
i ,

1 _
,

5 I would suppose they could pick and chsose. [
I,

I am not sure they would.
' l-6

:

l.
'

.7 I am sure they would hava the cpportunity to pick i..

i f

i 8 those customers that wculd ha most desirabic to thna d:.:cu a
j .> !

| 9 load standpoint.
,

'

i

I - [
'

10 Q To the extent that compatition erists for
- ,

,

*~
.

27,

11 industrial customars, the municipality has the opportunity to j
i'

12 choose which customers it will ccmpete for? _o
,', C

,

That is a loading . #[p's ]T^gf.pA,,
.:

13 MR. LESSY: Objection. - :d-Q,m .
.-

K ,,

~v : |it.-

14 question. , +- ;2pyg
- : :p i

15 MR. STEVEN BERGER: I think that is redirect.'E j
; .; p
. . , ,

16 think I have a right to lead him as to this. " ~ , . .
'

.n,

17 MR. LESSY: I don't agree with that. [ , i_
.:

I 18 CHAIRMAN RICLER: I an not cura ycu hava a right. (.

w o

19 to lead on redirect, but I will ovarrule ycu. ' N y\
. - .;

20 THE WITNESS: May I have the quecti.n, placas? !
)

. -.
* i

. 21 (The reporter read frcn the record as rcque tod.) .l-
1

.

22 MR. LESSY: I object on the sacend grornf. tiv.c ! |<;
- s

i
-

'

23 it is beyond the scope of cross, compatiticn of * Mc natu~e ..

!

24 CHAIRMAN RIGLER: Overrulad. jc i. - |-

;., ,

E' "4 ; 'f -

25 'HE WITNESS: The answer is ycc. - ' y,'QE -j ~ '-

,

L

x Y%.e&n -
- .11

, > * ''*C
.

),i.4.
, ;,

, j:: , |.
,

. .
_

<- . a., - , qy,-s- I.
- ,

.e .
I

g,. Y g e _g "
_4

'

qg I . .- N% .. s.,', g c w
-i

a. .~. i.. ,, , ,
'

iu. ,- ' * - - -r - - j , ;
. . _ _

{ ,. y p|-
_ , , ,,
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,

I MR. STEVEN BERGER: Me have nothing furthar. .i
*I

-

2 MR. REYNOLDS: Mr. Chairman, for the record I ;
\'

3 would like to ataca that the document that hcs been markcd |

!

:

- G 4 as Applicant Enhibit 171 was produced en diccc7ary and
\ .. . -

5 picked up by the Department in a rough screen, not once but
.

:-

.:-
6 twice. !

i

* 7 Two copies of it are in the Department's
- .t

:

8 files according to our records. !! ~
;*

9 MR. HJEIJ4 FELT: I have no recross.
, 1

*

.

- 10 MS. URBAN: The Capartment has no recross. !,

05 -

., ,

11 MR. LESSY: No further questions. -

|
-

- . .
..R |

12 CHAIRMAN RIGLER: Thank you, Mr. Wilsen. ~*'

, s-

13 (Witness excused.)
~sp

'

I.4. -J
y

' :,:%.: ;e ,:
' ?^
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.
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eakl1 Whereupon,

Q 2 LD3 FIRESTONE
&

3 was called as a witness on behalf of Chio Edicon Ocmpany and, j

4 having been previously duly sworn, was examined and testificd{'
!

6 5 as follows: {

G DIRECT EXAMINATION :

f

7 BY MR. STEVEN BERGER: [
'

8 Q Mr. Firestons, you are the came Mr. Firostone ;

|
9 who has tastified' here before wtih regard to your expert ,|

; .

10 testimony that was filed herein, is that not correct.
?

gg A Yes, that is correct.

12 ~Q Without going through all of your qualificntionc (
13|

again, Mr. Firestone, would you state what your present .h!].-~

g position is with ohio Edison? 'f

. ~. ;
A I am Vice President of Ohio Edison, having . ,i.y ,e, .15

.

1G
responsibilities in connection with engineering for our 1[

~

.

company, being responsible for electrical, mechanical, ('- f ,37
i

nuclear engineering, power supply planning and engineering in J18
'l

connection with our office buildings. . ,j19
F

Q Mr. Firestone, at counsel's suggestion did you20
!

o read the testircony of Mr. Bingham as to the operation of an ;
21

I.:
electric power system? .I'

g
$~**

> . 1

' _ . . A Yes, I did. y .| |
-

23 p
I

Q Are there portions of that testimony that you t,
24

@ could adopt in describing the operations of chio Edi:on? . ; [,I' |:-
3,,

;+
. ' ;" n ' h bu

' , GL
" 1 p[j.

'
'

,

i,_ <

'h,
- + , , ,

- Y':i+ m ;pm, fg7, . .. .s ,
- ~ -

\, ,
- _-

t _ _ _ . - <m
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:
1 A Yes, there arc.

!

h 2 Q More specifically, could you give us the portions !

3 of Mr. Bingham's testimony that you are prepared to adopt en

( '; 4 behalf of Ohio Edison? ;

i* 5 A I will try. I reviewed that testimony and have
i
:6 noted certain portionsof it which are applicable '
,

i"
7 to Ohio Edison and 'nen several of the areas where I '

:
8 should supplament it or take exception to it.

t

9 First, page 8151, line 12 to page 8137, line 12, {
:

10 that is applicable to the Ohio Ediscn system, althocgh I

11 would like to supplement what Mr. Binghcm had said there I'
'l
1with respect to the reason why utilities strive to go to higherj12

's }Q7+

er 13 transmission voltages. He placed a great deal of emphasis . it
'

Q, 5 < n. w
v:;& ny? '.

.-

14 on the reduction of electrical losses. We at Ohio Edison i '. Ti
.t|~+

have placed emphasis on the achievement of the so-called econo:m)15

u ;

16 of scale and also environmental considerations. 1. 1
i' 1

.!'. ;

37 If you are to compare a 345 kV circuit, for ;[
. :

instance, with a 138 kV circuit, it might cost roughly twice ;!18 ;

19 as much to build per mile, twice as much per mile to. build a
!~. -1,

345 kV circuit as a 138, yet it would have six to eight [20

e
21 times the electrical capability.

p
._

g Therefore, in terms of kilowatts of pcwer - ' .! .

23 transmission capability, per dollar, the 345 We would be '|]
r .:

t
g much more economic type of transmission or transmission

[
l voltage than 138 'c r. l

< !?A '25 .~'-r .i(. t :.,..,.o.

.~

, e' '

r 3 ._ ;

2 1 7 , :;Sc
' - 9 . . . '

,
- -

_s.+ . Ff' ~ , -

.
.1~

- . ' |-+'N . ; p__ ~ fj|3-,

. ,
._

w .
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|
Along the same lino, the right-of-way ~

|:eak3 1 e
!

required for one, 345 kV line mich*,be on the ordar of 150 !

h 2
ji feet in width whereas the right-of-way requircent for sin
!3
:tto eight, 138 kV lines constructed cide-by-side could be on the,

f 4
|'-- order of 600 to 800 feet. I

5 ,I
"

,

'iMoving on then, Mr. Bingham's tes h ny on page i6
|8171, line 6, to page 8174, line 12, that would !-,

7
-

be applicable to Ohio Edison. The portion stcrting on 817S, i
t

8 .|lina 25, going through page 81S2, line 24 is applicable. 'l '9
Ti

The portion starting on page 8203, line 8 to 8205, 1.f.ne.
10

18 is applicable.
The portion starting on page 8210, line 23,';

11
u 1-going through page 8214, line 3 is applicable. The portion f ',

12 .Astarting on page 8260, on line 9 and going through 8265, line C ;~
q. 13 .jy ca.

6 is applicab3e. 1. gei

t- w
14 . av z,',

'e
r.- p,

15 3 v. ,

1G I
''

,, ,.

17 |
. '{..

18
,- {!1

:
}Q ' i_ A{<

..

20

<
gj i,i' |s-

|- ,

22
>.~ ..

,, ,

+

t

-( _|. . wo.

( 25
, , ..g g _-

. 2 7 . ~ ,.0 ,
'

'

: 3-) p : |_'

l:/ K ,$ |w[:.9 ,.

.

*;){Y k bRja, ,
" '

'
t
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,
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I BY MR. ST2VEN BERGER:

( 2
Q Does that complete the specific portions of j

i3 Mr. Bingham's testimony that you have adopted for Chio !
>

i

f..
4 Edison?

.

* 5 A Yes, it does.

6 Q Are thers any other limitations that you uculd
"

7 place upon your adoption of thoca portions of Mr. Singham's )
| l

8 testimony? .[
,

9 A Yes, there are. A couple.

10 Mr. Bingham referred to a " optional cuatemar."

I1 Ohio Edicon has no such customar designation. IIowever, I

12 believe that tha substantiation of Mr. Singham's tactimony in
,., ,.

13
'

.

connection with his optional cuctomar would be applicable to,s

.v.,,-r
14 the class of customers that we supply at 138,000 volts. . ..w.

--.

15 Also Mr. Bingham referred to the nominal
~ '

;
i

16 voltage classes utilized by Clevoland Electric Illuminati:g. ' 1
,

17 Ohio Edison has a great variety of nominal '

18 voltage classes.

.

19 For the record, I will recite the ranges of
-|

20 those. 't
'

a
i21 Our generator voltages vould range from a low ;
1-

,

, .
22 of 2400 volts to a high of approximately 21,000. !

>
- .
t' '

23 Ohio Edison's trancmiscion voltages aro 345 kv, }
,I

24 138 kv and 69 kv. -M'
. - 'i

-

Our subtransmission voltagas are 69 kv, 315.5 !ar25
.,

> *

, . , . , ,s' .. ,
.I*^~ '. -

.\ , ^ .h' * "
t

4

.
,~ * - , dI

'
. .

. . g. - - ~ ,gxg ;.,'y' ~ . ,

1- -
_ _

,a -
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1 and 23 kv. j

[9 2 Our distribution voltages are 23 kv, 12,47 12,rLJ
> >

l3 8.32, 7.2, 4.8, 4.16 and 2.4 kv. i
!
!

4 Again, I believe Mr. Bingham's testimony io

i 1

e 5 applicable to the Ohio Edison situation if we were to
| |
i i

6 just substitute the nnminal voltage numbers that are - | |

'

7 applicable to Ohio Edison for the numbers he has recited

8 for Cleveland Electric Illuminating. '

9 MR. STEVEN BERGER: I would like to mark as |

10 Applicants RThibit Number 172 (CE) an Ohio Edinen avstem map.

11 I think everybody has a copy of it.

12 (The document referred to was marked
0. -

j[Q~ '.13
~

Applicants Exhibit (OE) 172
.,['

*14 for identification.) k-

x_ . . l ,-

.s

15 BY MR. ST2VEN BERGER: ' f i, '-

I
16 Q Mr. Firectone, do you have a copy of it? I.

i-,

!
17 -A Yes, I do.

|,

. .i

18 O Mr. Firestone, looking at Applictnto Exhibit, |
l'

19 Number 172, would pu describe the size of each of the ,f
i

20 generating plants that are presently on Ohio Ed.ison's

21 system and also the size of the generating plants e:@ acted |
1

-6

22 'to be placed in service and the dates when those plants aro
,

.' 23 expected to be in servica?

i
24 A Yes, I will. I

n

25 Starting with the plant that 10 located pretty '
.

s .s
'

. '* ,,
.

..

'

"4 7 4;
,.

i l' ,
" ,

: b|!,, ;@i.T[, f.. , , ;),'

l
. . . . _ .,

- * >
. , ..

,'
, - - '.1,

.o x;<.p 1
,

, .
,
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I much in the icwer rignt corner of the map and chich is
.f

.

.( 2 shcun symbolically as being en the Ohio P.iver,. Ya havo th2 I
,

:

3 R. 3. Berger Plant an which we now have installed five
i

{ 4 generating units, five steam, coal-fired steam type |
.
i.
sv 5 generating units plus a small installation of dissal i,

:
1

6 generating units, the total plant capability is 564 =cgawatts.!

.! jo

'I Moving to the right, uprivar from that, the !
I

8 next plant would be the Toronto Station in which there are
i
1

9 three coal-fired staan units having a total capability

to of 172 megawatts.

11 Next we would ccme to the 11. H. Sanclis Plant .

t

12 in which there are seven coal-fired steam units. Plus a .s.
:+, W..b

Havingatotalplar, capability.~:)|
s...

13 small diesel installation.
,

m/ qs,p j -
:.ff. e I ,s.,14 of 2405 megawatts. 5

1
. ..
_ ;, . ,-

15 Q I see that that is on the rivar as well. [ f'-
~

3, i.

I
16 A Yes. These three planus are all situated along j-

t
t

17 the Ohio River. .-

.

18 Q I take it that the placing of generation on the [
- .s

I

19 Ohio River is by design? .|-

I

i
I i20 A Yes, it is.

. .
|

a i
47 21 ..'I)

722 1.~ ,\,
,

,1 -
-

23 i
1s

s.
N h;a

l . d-
Y 2s

-
,

n.

... i. 'a--

b ' / ] 'p-d
r

.- .w ,

'%
,_

'Eiy',' ~ .'+ . 'j
- -
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9

g Could you tell me the reason for that, 11

bwl l-
-

t .: , 2
['- Mr. Firestone? ,.i

1
3 A. Well, access to cooling water,. of course, is j

h. 4 '

an important parametar in siting a pcwr plant snd
'

b 5 equally or more important is acccca to low ccct fral. j
. .s

'!6 This portion of the Ohio River liec relativaly
? ,

7 close to the coal fields in the aren, the Southem chio .

!
.

3 and Western Pennsylvania, West Virginia and Kentucky ;

9 fields, where up until recently the cost of coal han f
.I

to been fairly low, and there is cartain1v an abundon" j-
.j.

11 supply. . |

* (11;a
.

. m.

12 In additica to that the transportation of coal

M. . i-!b
,) by river barge is favorabla economically as compared . y:X' '.13

y;sni,
t;..

14 . to transporting coal by rail.
f. .J i ..r..
" ] J. Q..o

15 Primarily, the decisien was influenced by the J
4.

1G availability and the 1cw cost and Icw trcnsportation T
r r.
3

17 cost of the coal.
.| _ .

.

la We, of course, ccmpared the cost of coal .:
j.

l19 along the Ohio River to the cost of coal delivered by rail . ,'
20 up to our places in our load area. f-

.

-a
21 We evaluated the econcmic trado off of ?,

i.

2 building transmission lines 'and transporting energy S, -, m ;
I.''

23 by wire versus transporting coal up to the load area. |.
. w.

.

24 And, in our case, it was econcaic to davelcp Phe L

Q . ; by ~
i 25 systam, as we have, locating our major stations along " ''i~j

.

.

t NL
I 4[is

-

, y .;4 |
. CLh;.- -

- -
.

.

- . y a.,
- ,

, ,. G.. Q s4 2
{?

'' '

..L, ." r_ -( ' %, y;. ,' u.f
'

- .
,

, ;, _o

. . ,
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I the Ohio River, and then developing transmission lines to 'f

t*:
?- 2 deliver the pcwer frem the stations along the Chio River

'

3 up to Akron, Youngstcun, Warren load areas.

( 4 g Would you continue with your description of the

r
S generation . reflected on Applicants 1722

,

6 L Yes. Again, just describing cr
.

0

7 describir g first the plants that are now in
c.

8 service or that were in service and predated CAPCO, and bs

.e '. * 5
.}'

9 moving northeasterly, we bould ccme to the plant identified [
4.
+

j 10 on the picture as East Palestine. e1
- ..

'

11 This is a very small plant having four [
-

_ dig

r, <f f Q I @t 7-
12 coaJ-fired steam units in it,and having a -;

.
G

O's 13 total capability of 12 megawattr. ~ -:.7:ytk--
G ,. - x .. . M .

. ; . .. w-

14 Above and to the right of that, we find ;tfjff
(d..x

the Newcastle Station having installed in it five c::el-fired 'jp'15 ,

.

1G steam units,plus small diesel installations tofmWg '\'
:p

17 430 .- %gawatts of plant capability, . g. p'
.

4
18 Moving up and to the left frcn that, we find

,

i

19 the Niles Power Station where we have two coal-fired steam
-

20 unit:s installed, plus a combustica turbine poching j.
3 ~;.

21 type unit. }{.
..

-

. 22 The plant capability thers is 265 r.egawatts. . f-, . , ,m

AL1
23 Moving across Jtto the left we ccme to the , f

*

. . .

24 George generating station where there are two coal-fired , I

h _ . hj;g
'

,

('' 25 steam units installed, having a total capability of 96 , pg,a
* L

, :~ jp :g m
' 7,, .

,

.p- a ,. ,

'; - - - ;;f .p y-;,
,

*'
. , ' , ' .- ''

.} _~ ' h,^
-

'

s
,

* r
. ,,

', ,, , _ -J,pyJ,:Qh)9* x
,

,. .w , . ..! .m. .
. -

, .*

_ ' 4 ? -y + ,% y 4- $ i '

..

. .b,. ,. <, _ .q = f s
'

-

, _,
. - '+ .s. - ,,a ~,, z. .

.... _7 _
; 7_ .-.s

,
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.
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.

megawatts. Moving on across and to the nc..-th, we come l. . ';
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to the Edgewater Pcwer Plant uhere there cra three coal- k(. . ' 2
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I Moving to the left of that we have a Wect ^

e i' k.) 2 Lorain Power Station in uhich thera are ccchustion turbines !

i3 together with a steam turbine installod. ' j

,( 4
This is known as a ecmbined cyclo plant and is

t<* 5 oil-fueled and has a total capability of 235 megawatts. i
1

6 Moving on to the left of that we have the,

3
7 Norwalk Station which again is a small station having five

8 coal-fired steam units in it plus a : mall diesel, having a

}9 total plant capability of 26 megawatts.
.

i
I

10 And I believe that leaves only in the lowcr

11 left-hand part of the picture the Mad River Plaant whare "

.t

12 there ara three coal-fired steam units installed cluc a E..
,

'

_ . h! ,.
13 combustion turbina installation and total plant capability . v j<

-

>
. .,

14' there is 141 megawatts. - }J j $.

- #15 CHAIRMAN RIGLER: That is a good break point ~ g
^

16 for the day.

17 We will see you at 9:30. !

18 (Whereupon, at 4 :40 p.m., hearing in the above-
.
i

19 entitled matter was recescod, to reconvene at 9:30 a.m.,
. f.

:

20 Thursday, 3 June 1976.) |
3

21

t-
22

.
.

?
q 1 .

y||
2

u

& "

.

25
% .

. ;
. , . . ,

k*

.' . . ^i:
- -, ff;I ;

,
~"

_

s .
, ,. a i& , % .

-

i _

, ,,.
.

r z' -s, L zt s
-

f
i, '

.

,

'#'^ 1, ., .. 7 ._., ,
*~


