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CHAIRMAN FARMAKIDES: Good morning, ladies and
gentlemen. We are continuing the evidentiary hearing on the
matter of Davis-Besse Nuclear Power Station. Since the
construction permits for this facility were iasuod'on March
24, 1971, the Atomic Energy Commission directed that the
environmental considerations be reviewed pursuant to and in
accordance with the National Environmental Policy Act of
1969 as implemented in Appendix D to 10 CFR Part 50 of the
AEC regulations.

Yesterday, pursuant to agreement among the parties,
approved by this Board, we began the hearing in Port Clinton,
Ohio, to permit limited appearances to be made there of
citizens living in that locality. We will continue with such
limited appearance statements this morning before going to
the issues before us.

For those members of the public who are unfamiliar
with the concept of limited appearances as provided by the
Atomic Energy Commission, let me note that under Section 2.715
of the AEC rules, a person who is not a party to this
proceeding, but who has an interest in it may present his oral
or written statements to this Board for its consideration.
These statements are not evidence, but they are in the record
and insofar as they raise questions which this Board wants

answered, we will seek to have those quections answered.
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I don't think there is any need for me to go
into any further statement of the issues before us at this
time. I went into some detail yesterday.

Again, for those who were not here yesterday, to
my left is Dr. Cadet Hand, Director of Bodega Laboratory,
University of California.

To my right is Mr. Fred Shon, a nuclear physicist
and an expert in nuclear reactor safety.

I am John Farmakides, an attorney.

Let me ask the parties to make their appearances
before we go into limited appearances.

For the Aprlicant?

HB. CHARNOFF: Mr. Chairman, my name is Gerald
Charnoff of the law firm, Shaw, Pitman, Potts & Trowbridge
in wWashington, DC.

On my right appearing with me on behalf of the
Applicants is Mr. Jay E. Silberqg, also with the same law
firm.

CHAIRMAN FARMAKIDES: For the Staff?
MR. DAVIS: My name is Francis X. Davis. I am

representing the Atomic Energy Commission's Regulatory Staff,

The address is Atomic Energy Commission, Washington, DC 20545.

On my right is Mr. Myron Karman from the samec office

and the same address.

MR. BARON: I am Russell Barcn of Brannon, Tlckiin,

180
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Baron & Mancini for the Intervenors.

This is Mrs. Evelyn Stebbins, Chairman of the
Coalition for Safe Electric Power.

CIHAIRMAN FARMAKIDES: Thank you very much.

At this time, the Board will accept limited
appearances of those people wishing to make same.

Would you please identify yourself and if you wish,
you may stand at the front or to the side so that everyone

can hear you.
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LIMITED APPEARANCE OF RUSSELL M., BIMUER,

MR, BIMBER: T am Russell ™, Bimber of 10471

Prouty Road, Painesville, Ohio.

I am a chemist with a Master's Degree and
20 years experience related to pesticides, including a
little work witn radiocactive materials. I have veen
involved, intermictently, in the chemical, biclogical, and
radiclogical warfare aspects of civil defense for the past
15 years;

I oppose the Davigs-besse Nuclear Power Plant
Lecayse of danger from radioactive fission products to be
made there. It will produce radiocactive material equivalent
to that from 1000 Hiroshima bombs each year. After an
initial period, the plant would contain radiocactive
wastes equivalent to 1500 sucn pombs, Small amounts of ¢his
dangerous waste will be released to the air and water
around tihe plant, even in normal operation. Massive
releases that might require avandonment of huge land areas
are also possible,

I feel tnat tane ALC, in its zeal to
promote nuclear power, has fallen down on ites responsivility
to regulate its safety. Although it might test the ability
of our best scientists tc detect harmful effects from the
routine releases of radioactive waste wafted away from a

single plant like Davis-Besse, although Dr, Sternglass claims
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- to have done so. But the cumulative, long-term effects of
many such plants may have an enormous impact.

The risk to human life associated with massive
releases of radioactive material from plants like Davis-
Besse has not been defined; WASH 1250 and associated
documente merely tell us the damage may be very large, but
the probability is very small, and the risk "consists of
some combination, such as the product” of these factors.

I am glad to see President Nixon's picture up
there and I note that in his recent energy message he
called for a separation of the regulatory and promotional
aspects of nuclear power that are now craating the conflict
of interest within the AEC,

I would also like to direct vour attention %o a
curious fact I have observed in the AEC's quarterly 1li s
of nuclear power plante for the past year, since I began to
study them. 1In 1970, Southern California Edison announced
plans for four additional nuclear power plants at San
Clemente, California to be started up in 1976, 1977, anéd two
in 1980. However, the AEC lists don't seem to show these
plants,

The March 31, 1973 list is the latest I have, It
includes 165 plants, but shows cnly twoc more planned for
San Clemente, and they are the only ones without start-up

dates. Can you tell me why?
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CHAIRMAN FARMAKIDES: No, Mr, Bimber, I
can't tell you why. I haven't the faintest idea. I don't
understand the relevancy of that gquestion. But merely to
give you the information, does the Staff know?

Mr, Davia, do you have any answer to the question?

MR, DAVIS: I can only say that applications for
nuclear power plants that would be made by a company in
California are certainly not within our jurisdiction to
say when applications will come in for specific power plants.

CHAIRMAN FARMAKIDES: In other words, you are
saying the applicaticns have not yet been received and that
is the only explanation I have.

MR, BIMBER: No, certainly the appliéations have
been received, Tnére have been some hearings held on two
of the plants for San Clemente,

MR, CHARNOFF: Mr, Chairman, I am somewhat
familiar with that situation. There were applications
filed for two plants out there and there were questions
raised by the AEC Staff with regard to the size and
conditions of the site. As a result, the review has been
extended for quite some time and schedule has been pushed
off severely., I have no responsibility for the AEC
documents, but I suspect the update of the documents simply
reflects the fact that there is some guestion as to whether

those plants will go ahead because of the guestion of the




suitability of that site,

MR, BIMBER: I see. Thank you,

I think the matter is pertinent because it may

relate to the guesticn of safety of these plants.

Thank you.

CHAIRMAN FARMAKIDES: Any more?
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LIMITED APPEARANCES OF SEBA H. ESTILL.

MR. ESTILL: Mr. Chairman and members of the Board
and ladies and gentlemen. My name is Seba F. Estill. I
reside at 3577 Cummings Road, Cleveland Heiyhts, Ohio.

The 1954 Atomic Energy Act charges the Atomic
Energy Commission with "the development and utilization of
atomic energy for peaceful purposes to the maximum extent
consistent with the common defense and security, and with the
health and safety of the public.*

It would clearly be a violation of the 1954 act
for the Atomic Energy Commission to permit the operation of
the Davis-Besse Plant, as the projected emergency core cooling
system -~ ECCS ~- proved to be a total failure in its six
test runs. Also, no permanent, safe disposal method has ever
beer found for the burgeoning burden of highly toxic atomic
wastes. Nor has any safe method been developed Lor the
transportation of these wastes, or of atomic fuel.

Experts who advise the AEC have stated that the ECCH
has not been established to be effective. Also, under the act,
as well as its own regulations, the Commission has no authority
to license the operation of a nuclear power plant or to permit
a licensed plant to continue to operate under circumstances
which fail to assure operation without danger tc the public
health and safety.

With their moves badly cramped by the 1954 act, the
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2mil 1 | AEC proceeded to ignore this federal law and wrote their own

28  1aw to suit their convenience. This statement of policy was

2 promulgated on June 29, 1971, and was called the interim
fﬁ) 4 acceptance criteria -~ IAC. This move presumes the effective-
W

s |

ness of an ECCS if it is constructed and analyzed in

€ accordance with standards set forth in the IAC.

7 Notwithstanding the AEC's belief that compliance
8 with the IAC provides assurance of the effectiveness of an ECCS,
9 |l there is, in fact, no such assurance, and virtually all of
; 10 the AEC's own scientific advisors have so concluded.
1" ; In August, 1971, following the adoption of IAC, the

12 research group directed by George Brockett at

1‘51 13 | Aerojet Nuclear Company, primarily responsible, for ECCS

5 14 research for the Commission, submitted to it a major status

15 report on ECCS and its effectiveness. A summary table includey
16 in this report, in one vital area after another, information
17 needed to establish the effectiveness of an ECCS is indicated
18 to be inadequate, incomplete, preliminary, unverified, impre-
19 § cise, and uncertain. And that is the type of safety facility
20 that the Atomic Energy Commission relies on to protect the
21 lives, the health and the welfare of American citizens.

The hdvisory Committee on Reactor Safeguards, a

G

22

23 statutory commitiee created especially by Congress to monitor
<:> 24 and advise the Commission on nuclear safety, believes that

25

compliance with IAC is an insufficient basis upon which to
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establish the acceptability of an ECCS. This committse has so
notified the Commission pursuant to its statutory ubligation,
not only once, but several times, on January 7, September

15, and November 15, 1972, all subsequent to the adoption of
the IAC.

Members of the Regulatory Staff of the Commission
have stated that compliance with the IAC is insufficient
to assure ECCS effectiveness and that the IAC is insupport-
able by reference to scientific or experimental data.

Dr. Morris Rosen, Technical Advisor to the
Director of Nuclear Licensing, on April 12, 1972 -- concern-
ing ECCS effoctivgness == confirmed that, "Present knowledge
is not sufticientiy adequate to make licensing decilions
for the approximately 100 reactors now operating or under
construction.”

The AEC has been in such a frenzied rush to pro-
mote and proliferate nuclear fission plants that exceptionally
serious problems have been bypassed, perhaps with hopes that -
these tough problems might be solved in the future. However,
after the span of over a quarter of a century, no solution
has been found. And, until a safe and satisfactory solution
is found, there should be no nuclear fisgsion power plants.

But progress must not be bothered with safety
matters, and many enormous plants have been projected; some

have been completed and many more are on the way. These
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activities took place before adequate experience had been

accumulated, cr proper technology developed for their

operation.

Typical results of the above activities are the

discredited ECCS, the build-up of highly toxic atomic
wastes, with no permanent solution for their safe disposal.

Lack cf proper provision for the safe transport of atomic

fuel and atomic wastes.
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At the last public hearing on the operating
license for Maine's Yankee Plant, in December, 1972, the
clash between the public's citizen interests and the
special interests of the Atomic Energy Commission and the
power companies, was sharply revealed when Rex Renfrow,
counsel for the Atomic Energy Commission, remarked
impatiently: "If public health and safety requirements are
to be met, there could be no power -- that is, for the plant
to operate at a level insuring public health and safety --
it couldn't cperate economically."

The above examples, plus many, many more, show
that promotion and proliferation of nuclear plants rules
the roost; with public safety a matter to be taken up at
some time in the sweet bye and bye,

The matter of common defense and security has
emerged with a reverse english twist, whereby we have even
saved a potential enemy the trouble and expense of providing
his own intercontinental ballistic missiles fcr an attack
upon cur homeland, The Atomic Energy Commission has
graciously provided a much more effective weapon for our
enemy to utilize in the form of our stati- atomic reactors --
conveniently spotted throughout our land, and which, after
a4 year's operation, contain stored-up radioactivity the
eguivalent of many thousands of atomic bombs such as destroyec

Hiroshima. An aircraft or just a saboteur has only to
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arl 1 place a proper charge of explosive to disrupt a reactor and
1!’ 3 2 diffuse its lethal store of radiocactivity over hundreds

3 or thousands of square miles, This could kill millions of

,ﬁ) 4 people; injure many, many more; devastate and contaminate
T 5 | a wide area of our country, while rendering it wholly unfit
6 for further use,
7 Many organizations and individuals who have been

8 watching and studying potential effects of the proliferation
9 of nuclear fission electric generating plants are convinced

10 that there is presently no such thing as safe nuclear powver

1 from fission; and we are also of the firm cpinion that there

12 never can be safe nuclear power from fission, although it
;‘) : 13 may come from fusion.
14 We believe that this current proliferation of
15 nuclear plants represent, potentially, the most deadly
16 serious threat to our country and to the entire world that
17 | we have ever been confronted with, at any time, and frfo
18 from any source. 1Is this the kind of facility that we should
19 unload, as an inheritance, upon thousands of future genera-
20 tions of Americans? We think not,
21 Any situation that could disperse the core of a

nuclear reactor holds a damage potential practically beyond

the conscious conception of man.

The hazard of fission products, for ali

practical purposes, is forever.
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The two concepts above take nuclear power right
out of the realm of technology and plank it down right smack
into the sociopolitical sphere. The sad thing is that
members of that sphere don't appreciate the responsibility
that technology has handed them, So, the task of making
cur social and political leaders aware of their ronponsibillc%.
devolves upon John and Jennie Citizen, who possess sufficient
public concern to have taken the time and the trouble to
inform themselves regarding this so serious threat to Mother
Earth and her inhabitants., My name is not John, but I am
4 nmuch concerned citizen over thies terrible threat that
hangs over cur heads like a modern sword eof Dawocles.

Finally, to expose our people to such
potentially extreme hazards as are inherent in nuclear
fission power plants is so fantastically foolhardy as to be
entirely beyond description, and wholly uracceptable,

Perhaps for relief, we must wait for the
terrible catastrophe that is bound to come. The only
question is when and where? And by that time, we may be so
completely dependent upon nuclear power as to require years
to restore a safe source of alternate power,

But why wait for a holocaust? Why not impose
an immediate moratorium on nuclear fission and start to
build toward a safe power supply now?

State Senator Doug La Follette has introduced a
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bill in the Wisconsin legislature to declare a moratorium
on the construction of nuclear plants,

Also, the Pollution Control Agency of the
State of Minnesota has introduced a bill calling for a six-
year moratorim, but stipulates that even after six years
nuclear plants may not be built until they can be pruved

to be safe; that liasbility insurance is obtained by the

operators of the plants; the waste disposal problem is solved,

and the transportation system is sare and secure,

On May 23, 1573, Mrs. Evelyn Stebbins received
a call from Dr. Ernest J, Sternglass of the University
of Pittsburgh; during their conversation, Dr. Sternglass
informed Mrs. Stebbins that he had received a letter
from a colleague in Sweden, who informed him that Sweden's
Parliament has ordered a halt tc all further licensing
and construction of nuclear plants, until & wide-ranging
investigation of their safety can be carried out.

Senator Mike Gravel has introduced in the United
States Senate a bill, S, 1217, The Nuclear Moratorium Act
of 1973, We strongly support this bill,.

I thank you,
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CHAIRMAN FARMAKIDES: Thank you, sir.

Are there any other limited appearances? Sir,
would you identify yourself and proceed.

LIMITED APPEARANCE OF EDWARD L. SOLEM ON BEHALF

OF THE CITIZENS FOR CLEAN AIR AND WATER.

MR. SOLEM: My name is Edward Solem. I live in
Cleveland Heights.

This testimony was originally scheduled to appear
in the main body of testimony before these hearings, but
it has been preempted by prior decisions in Washington
committees on this question, which is the transportation
of irradiated fuel.

I wish to call attention to two main facts.
Pirst, that the Department of Transportation specifications,
which are the specifications applying for the transportation
of irradiated fuel, specify that the container must be able
to withstand a2 fall of 30 feet.

The second fact I wish to draw attention to is
that the -~ I am not reading this exactly. I am improvising

as I go along. I hope it doesn't matter.

Secondly, that there are a number of rivers between

the reactor site and fuel reprocessing plants will be used,
either the one in Illinois or the one in New York.
Working from roadmaps, I have counted nine water courses large

enough to be marked on these maps between the site and the
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Illinois plant and 16 between the site and the New York plant.
Not all these rivers. water courses, will require a bridging
of a drop of over 30 feet, but surely some of them will.
Certainly it would seem foolhardy to transport this sort of
danger, irradiated fuel in a container which is specified

for only 30 feet over bridges which have a drop of more than
30 feet.

But looking in the AEC publication, Envircnmental
Survey of Transportation of Radiocactive Materials to and from
Nuclear Power Plants, dated December, 1972, the AEC never
mentions it is the danger associated with crossing bridges
except for the impact with bridge abutments.

As a matter of fact, the severity of an act is
measured in this publication solely in terms of the speed of
the vehicle at time of impact and the duration of the resultant
fire.

This does not consider what may happen after-
ward in terms of a fall from a large height.

In the above report a lot of arithmetic is gone
through to show that the frequency of occurrence of severe
transportation accidents is only expected tc be about one
every 1000 years. This figure is for one reactor.

By the turn of the century, there are projected
to be ebout 100C reactors in this country and that means we

can expect one accident every vear. This is far from negligibf
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It is also stated in the above publication that trained
men are available to cope with any radiation released.
If the radiation release is in association with a fall from
a bridge, it may be quite difficult to get these men to the |
scene.

In the meantime the flowing water at the bottom
will be providing a ready means of dispersal.

In summary, it is difficult to see how these local
hearings can have much meaning when such grave questions
have been decided, but nevertheless, left unanswered by a
committee in Washington, DC, and are now out of reach of
these local hearings.

Thank you.
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CHAIRMAN FARMAKIDES: Thank you.

We would like to have the Staff comments on the
remarks of Mr., Solem after the limited appearances are
finished,

Are there any additional limited appearances?

LIMITED APPEARANCE OF ALAN RHODES.

MR, RHODES: My name is Alan Rhodes. I am
an assoclate professor of chemistry at Cleveland State
University,

I fully subscribe to the detailed exposition given
Ly the speaker who preceded ti.e last one,

I have a vary short statement., I am convinced
that we should have a moratorium on the construction of
nuclear power plants because the hazard and probable
debilitation of the health of this and future generations
is not worth the temporary convenience of the power that
will be supplied. The hazards are manifold:

(1) The mining of the uranium ore exposes
miners to irradiation with resultant increased incidence
of cancer and shortened life,

Secondly, reprocessing of spent fuel exposes
workers in much the same way as in the mining operation.

Thirdly, storage of radicactive waste is apparently
an insoluble problem. You will remember one of the suggestions

made by the AEC people was to rocket it off to the sun, It
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will almost certainly result in radicactive contamination of
some of our water supplies. pourtnly, the nuclear power
plant 1iself is a simmering core of radicactivity equivalent
to thousands of Hiroshima bombs. If.the engineering or
opewration of a nuclear fission plant is faulty, this
cauldron of radicactivity could spew over the land and

w}.ak death, sickness and destruction upon thousands of
people and thousands of square miles of land.

If nuclear power were really safe, the insurance
companies would be willing to insure the power compzaies
against possible lawsuits incurred by nuclear disasters,
Instead the Price-Anderson Act exempts the power companies
from adequate financial responsibility and supplies only
token coverage for the loss that could be incurred in a
serious act.

If the Price-Anderson Act were repealed and private
insurance companies would really indicate enouagh confidence
in the safety of nuclear power to invest their dellars, then
and only then should the people of this community venture
theirs; and, most importantly, the lives of their childrea
and grandchildren in this new and largely experimental
method of power production.

Thank you, sir,

CHAIRMAN FARMAKIDES: Thank rou, sir.

Are there any further limited appearance
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statements or comments?

Seeing none, we will proceed,

I would like to have the Staff respond to the

comments made by Mr, Scolem,

Do you want to do so now or later?
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MR. DAVIS: Mr. Chairman, I see two possible
ways to do it,during our presentation of testimony
and, therafore, under ocath, or now informally.

if the latter, we would prefer a short break
first.

CHAIRMAN FARMAKIDES: Let's continue. I like to
keep moving ahead. We don't need a break right at the monentﬂ
We will expect a response after the next recess, Mr. Davis.

MR. DAVIS: Thank you.

CHAIRMAN FARMAKIDES: I might say this: Many of

the comments today go to the issue of whether or not there

should be nuclear power. That issue has already been
decided by the Congress. This Board functions and our
authority is delegated to us from that act through the
Atomic Energy Commission to this Board. The issue of
whether or not there is nuclear power is not before the
Board.

Let's proceed.

By motion dated July 13 and 16, 1973, the
Applicants moved to strike the testimcny of Dr. Ernest
Sternglass, a witness for the Intervenors, on the ground
that it was irrelcrant and immaterial tﬁ Issues 6, 7, and 8
for ; which it waz being offered, and furthermore, it has
already been earlier decided.

They also moved to strike Issues 4, 5, 6, 7,
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and 8, Issues 4 and 5 because no direct testimony had
been submitted and because the Intervenors failed to respond
to the interrogatories of the Applicant.

We had expected direct testimony from the
Ints venors because at the prehearing conference we had
unc« stood Mrs. Stebbing to say that direct testimony would
be forthcoming.

However, we are not predisposed to strike the
issues on that ground.

The second ground stated by the Applicant,
however, with respect to the failure of Intervenors to
reply to the interrogatories, is a more substantial ground.

On July 16 Applicant filed a motion for summary
disposition with respect to Issues 2, 4, 6, 7, and a motion tdc
strike Issue 8.

The AEC Staff concurs with the acticn of the
Applicant.

On July 20 Intervenor filed a response to the
Applicant, the Applicant's motion. for summary diqusition,
stating -~ and here we had some difficulty reading the
filings by the Intervenor, but we have fresh copies this
morning sc that problem will be corrected -- but as we
understood it, the responsé of Intervenor went to
stating that there was a genﬁine material fact in dispute

as to Issues 2 and 6. B
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However, before the Board gets eithes to the
motion to strike testimony or thz wotion for summary disposi-
tion, we would like to express a very serious concern,
quite serious, about an issue raised in Dr. Sternglass’
testimony.

Apart from the question of whether this testimony
is or is not relevant to Issues 6 and 7, we are very
concerned with its allegation that the Davis-Besse facility
has potentially serious and grave health, safety, and
environmental implications.

We want the Intervenors to clarify this testimony
and to relate it to an apparent new issue which is being
raised affecting Davis-Besse,

We consider this new issue -- if in fact, it is a
new issue -- far more important than the issues raised
earlier by the Intervenor. We would be inclined to
admit the new issue if the:e is any basis for it.

I have asked Mr. Shon, the nuclear physicist
on our Board, to clarify this. We can either ask you, Mr.
Baron, or Mrs. Stebbins, or both of you as a panel.

Mr. Shon?

MR. SHON: Wnat concerns the Board chiefly is,
among other things Dr. Sternglass appears to be stating
something different than he has said in other cases before,

to the effect that at least one other pressuriz:d water powel
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reactor, Shippingport, and at least cne other water-moderated
test reactor, Plumbrook, located in the area very near here,
have occasioned substantial dose rates and substantial
contamination of their surroundings while releasing far

less total radioactivity than Davis-Besse proposes to
release.

He quotes from figures from rather recent publica-
tions last fall and early this spring which he says show
that the contamination levels and the dose rates in particular
are of the order of hundreds of thousands or even a million
times as much as would be predicted by the techniques that
relate Davis-Besse dose rates to releases.

Is that substantially correct? Do we understand
what he is saying?

MR. BARON: You are asking me?

MR. SHON: Yes.

MR. BARON: Yes, that's correct.
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MR, SHON: It also appear: that he is suggesting
that the technigues the Staff used in the environmental
statement for es*imating contamination and dose rates
from release rc are substantially in error. 1Is that
right?

MR, BARON: That's correct,

MR, SHON: We feel that this issue must bLe
clarified by the Staff and by the Applicant to the extent
that they can do so. We feel that the allegation implied
in Dr. Sternglass' testimony that dose rates and
contamination levels could be 100,000 or a miilion times as
great as the Final Environmental Statement assumes they are
is certainly of importanance tc the environmental impact.

CHAIRMAN FARMAKIDES: Perhaps one way of

~ proceeding here is to have the Intervenor clarify this
any further, if he wishes. :

Did you intend this as a new issue, Mr. Baron?

MR, BARON: Well, the testimony as submitted
by Dr. Sternglass was submitted at the request of Mrs.
Stebbins. She did not indicate to him any specific areas withi
which he should confine his testimony.

MS, STEBBINS: I did send him a copy of the issues.

MR. BARON: All right. Of course, he said what

(:) he felt he had to say with respect to this plant. If it can

be narrowed down, if it can be -- from this wealth of
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testimony that has been submitted can be gleaned specifics
to apply to the issue you are now suggesting, of course,

he will be more than happy to do so. We did not intend to
limit it to what you are saying now., We are more than happy
that you -~

CHAIRMAN FARMAKIDES: The issue that you have posed
is far more serious than the other issues that have been
posed. I hope you all appreciate this and ve want the
basis for that statement, We are prapared to admit it as
an issue even at this late date, and we will then ask the
Applicant and the Staff to respond.

However, I would like to -- at this point for
procedural purpcses, it might be a wise idea for +he parties
to have a bench conference with the Board for purposes of
deciding now to proceed. I think I will do it before I
ask the Applicant and the Staff to respond to the matter that
we hau. raised.

We will recess for 10 minutes, and during that
recess I would like to see the counsel for the three parties.

* (Recess.)
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CHAIRMAN FARMAKIDES: We will reconvene.

During the bench conference during the recess,
we all agreed that we will delay asking for responses by the
Applicant and the Staff on the issues raised until after we
have completed the pending matters before the Board.
Therefore, it is -- go on to the next matter and that will
be the motion to strike --

MR, KARMAN: Mr. Chairman, could we possibly
at this time have Mr. Thompson reply to Mr. Solem's
limited appearance and get finished with that?

CHAIRMAN PARMAKIDES: I beg your pardon. Would
you proceed, sir?

MR. DAVIS: Mr, Chairman, this is Hugh L.
Thompson, Jr. He was the environmental project manager
for the Atomic Energy Commission's Regulatory Staff. His
duties include the preparation of the Final Environmental
Statement related to the construction of the Davis-Besse
Nuclear Power Station.

CHAIRMAN FARMAKIDES: Mr. Thompson?

MR. THOMPSON: Thank you, Mr. Chairman, and
members of the Board.

I would like to point out that this issue the
Board had ruled on and the committee in Washington was this
Board.

As far as Mr. Solem's concern, his major concern
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is the fall of a height of greater than 30 feet. Although tha}

is the height that is specified, a package or cask designed

to meet those requirements would be expected to survive with-

out any damage, a fall of much greater height.

The reasons are as follows: The requlations‘requizk

that the cask be so designed ahd constructed that there will
be no more than a specified loss of contents or shielding

if the cask is subjected to free fall from a height of 30 feet
onto a flat, lorizontal, essentially unyielding surface.

We have to look at what essentially unyielding
means to be able to appreciate this regqulation. It means
that there must be no deformation or movement such tha*™ any
content would be released or alsc that any additional movement
of the cask after it falls would create any problems.

In order to achieve an unyielding surfaca for
testing a 30-ton cask -- and that is the type of cask used
with the Davis-Besse facility --the surface impacted must be
equivalent to that presented by a thick steel plate, fixed
rigidly to a solid mass in the order of 10 times the mass
of the impacting object, or 300 tons of solid rigid material.

Ordinary surfaces really do not present this type
of impacting object. Any surface which yields, concrete,
the earth that it strikes, will not present this unyielding

surface, and therefore falls from much greater heights will

be presenting no problem to a cask.
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The likelihood of a cask being dropped
onto a surface apprcaching any unyielding surface is
extremely small. Any yielding reduces the impact on the
cask. Crushing of the material, as well as interplay between
the vehicle which might fall, and the cask
itself -- in other words, if the cask were to hit a truck
as it falls down, it would reduce the impact.

In an actual accident, the forces the package
sustains will usually be mitigated by the angle of impact.
That is, if the cask falls in any orientation other than
that with the center of gravity directly above ‘the point of
impact, a rotational force will reduce the forces of impact.

To meet the standards present designs incorporate
a margin of safety. For example, in recent tes‘s of the
cask which we used to ship, they have sustained falls from
270 feet onto an unyielding surfaceAvith no daxage, no
loss of content.

Now, Mr. Solem indicated that most of the falls
that he was concerned with deal ith passages over bodies
of water. The design of these casks must be such that they
are leak~tight and capable of withstanding an external
pressure of 25 pounds per square inch. This is egual to a
depth of 45 feet of water. Therefore, if & cask were to be
covered by water up to 45 feet, the design is such that there

would be no loss of content.
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Even in the event if the cask were dropped in
very deep water, such that the excessive vater pressure
caused collapse of the cask, the pressure would be external
so that the material would not be forced out, but it would be
forced in.

Furthermore, the fuel elements which are part of
the reactor themselves are not soluble in water.

It is the Staff's opinion that because of the
regulatory requirements which must be met by the designs of
containers for shipping irradiated fuel or other large
quantities of material, the shipmunt of such material,
although required to pass over bridges greater than, say,

a 100-foot height, and subject to being immersed in water if
they were to fall off the bridge into the water, represent
no unusual risk to the environment.

Thank you.

CHAIRMAN FARMAKIDES: I might ask you, if you will,
to make yourself available tc Mr. Sclem in the event he
wishes to ask you questions.

MR, ESTILL: May I speak to that?

CHAIRMAN FARMAKIDES: No, sir, the issues that are

fore us have already been decided and we will continue
with those issues.

Now let's go, then, to the motion to strike of

the Applicant dated July 13 and also there was another one
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Zmil L dated July 16.

.633, 2 Mr. Baron, could you please respond to those

i 3 two motions?

f~5 - MR. BARON: With respect to the Applicant's

% 5 motion to strike the issues and testiwony that they
6 filed on Juiy 13, taking the first part, the motion to strike
7 the testimony which refsrs to Issues 6 and 7, of course I
[} cannot. disagree with them. We have not submitted any specific
9 testimony with regard to Issue 6.
10 It is Dr. Sternglass' testimony. They take issue
1 with it, that i; is irrelevant and immaterial and doesn't
12 refer to the specific issue.

g2 o 13 I am not going to debate the accuracy of their

N

14 statements in their motion. That is a decision that the

15 Board must make. The testimony is before the Board and the
18 Board cin equate it in light of their comments. I do want
17 to make this observation, however. Even though the written

18 testimony might be off base if the Applicant'’s position

19 is extremely correct, there are provisions within the
20 regulations and procedure whereby we can offer oral proof.
21 So that if this testimony as it applies to Issue 6 is

22 irrelevant, with the presence of Dr. Sternglass we can,
23 perhaps, under the regulations, offer oral testimony from

(;) 24 him which will be directly in point.
25

I am not sure as to the significance of the Board's
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but if Issues 6 and 7 have irrelevant testimony being

offered to them by Dr. Sternglass, and if Issue 9 makes

its appearance here, it is entirely possible that this

testimony will become extremely relevant and pertinent.

CHAIRMAN PARMAKIDES: In other words, you are

suggesting that even if we might strike it as to 6 and 7,

we can retain it for any new issue?

MR. BARON: That's correct.

Also, of course, I am suggesting that if there is

a distinction between what Dr. Sternglass will offer for the

supposed Issue 9 and what he was attempting to offer to 6 --
if there is a distinction -~ and what has been offered to
6 is deemed to be irrelevant, he still may be able to offer
testimony orally directly in point with Issue 6.

He is going to be here and there is a provision
within the code -- 2.743A -- vhich permits oral testimony.

Of course, the Board does have wide discretion
and latitude in this matter.

CHAIRMAN PARMAKIDBS: All right, sir.

What about the motion to strike Issues 4, 5, 6,
and 77

MR, BARON: That is the second part of
this motion of the 13th. 1Issues 4 and 5, let me address

myself to those two.




o w»

o

10

12

13

14

15

16

17

18

20

8 B

& R

212

One is the -- Issue 4 is the higher fuel failure rate —-

CHAIRMAN FARMAKIDES: Mi. Baron, excuse me. People
in the back are having-a great deal of difficulty hearing y.u.
Could you speak up? I am sorry we have no public address
system. It is a problem.

MR. BARON: It seams that in this particular
motion, the Applicants are suggesting to the Board that the
Midland case gives the Board auvthority to strike these
contentions. I grant you that we have no testimony submitted
to either 4 or 5.

I do offer, however, the fact that we can parhaps
~7oss-examine witnesses. This was an issue allowed in.

I recognize the obligation that was imposed upon the
Intervenor to submit testimony on these issues. We were not
able to do so,.

Again I would suggest that the Board does hsve
lactitude to allow cross-examination, assuming that it would
not ramble and rcam all over the place if it were in fact
limited to this specific issue.

I don't think that this Midland case iz so directly
in point that you are mandated by it to strike these issues
because no evidence has been submitted.

The additional authority cited was this 2.707,
and again I am not quite clear as to the significance cf

that as a mandate to the Board.
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CHAIRMAN FARMAKIDES: I think, Mr. Baron, the

Applicant's position is that you have a burden of proceeding,
a burden of going forward by producing a prima facie case
as to the contention that you articulated.

MR. BARON: That's correct.

CHAIRMAN FARMAKIDES: And he says you have not
made that showing.

MR. BARON: Give me one minute.

I cannot say anything further, Mr. Chairman.

What you have just indicated to me is a fair statement

and we just have to go back to the basic issue of whether or
not the envirommental impact statement haz met all the
requirements, whether these issues zhould be gone into
further through cross-examination.

That is a decision the Bcard has to mike. We have
no testimony to present.

CHAIRMAN FARMAKIDES: Could you give us a reason
why you failed to respond to the interrogatories of the
Applicant?

MS. STEBBINS: With respect to failure to answer
the interrogatories fully, I would call your attention to
Intervenor$s .1wotion at the prehearing conference in which
we requested financial azid from the AEC in order to be
properly funded to ﬁrovide moaney for witness fees and lawyers.

Intervenor's failure to answer properly has been
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due to lack of proper financial backing to provide the
necessary witnesses. We have done the best that we can with
our limited resources.

CHAIRMAN FARMAKIDES: As I said earlier -- and
let me make it very clear -~ this Board is not =-- has no
relaticnship to the Atonmic Energy Commission except that under
statute a hearing is required and this Board is appointed
as an entity, a wholly-separate entity, to consider this
matter before us right now. We have no funds., We cannot
make any such financial aid available.

As I said earlier, too, there are arrangements that
you possibly might make with the AEC Regulatory Staff.

That is between you aﬁd the Regulatory Staff. But as to this
Board, we have no such financial resources.

Let's continue on this motion to strike. 1Is
there anything further from the Applicant?

MR. CHARNOFF: On the motion to strike as
irrelevant, no, sir.

On the motion to strike Contentions 4, 5, 6, and
7 for failure of the testimony, we do believe, as we
indicated in our written filing, that under the Midland
ruling the Intervenors have the burden of going forward and
failed to do so. We would read that Midland ruling as
saying on that basis the contentions ought to be struck.

Perhaps more importantly, as the Board noted, is
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the fact that there were two opportunities for the
Intervenors to reply to interrogatories with respect to
thase contentions.

In both cases the response was that the
responses will be in their testimony and there were no
responses in the testimony, including the testimony that was
subnitted in the contex. of being relevant to 6 and 7.

I think that kind of default is sufficiently
significant that the contention should be struck. I do want
to point out, however, that as noted in the Staff's reply
to our motion, that subsequent to the filing of our motion
last week, sometime on July 17, the Appeal Board in ALAB-137
in the matter of Wisconsin Electric Power Company, Point
Beach Nuclear Plant, Unit 2, on page 48 of that decision,
made a statement that could be construed as being incon-
sistent with the Midland paragraph upon which we based our
motion.

On page 48 the Appeal Board last week said that
AEC rules did not preclude an Intervenor from building its

case defensively on the basis of cross-examination. I don't

necessarily inconsistent with the Midland case.
As I understand the combined thrust of these two
decisions, it is still that an Intervenor who has -- who

advances a reason for denial of a license still has the burder
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of going forward with his case, even though the Applicants

would have the burden of proof.

3 However, it is possible that the Intervenor
}”\ 4 could go forward with his case by calling either
A 5 Regulatory Staff or Applicant witnesses as adverse witnesses,
6 perhaps deposing them before the hearing, and stating the
7 thrust of what would be presented.
8 So I think I would read those two as being
9 consistent.
10 On the other hand, Mr. Chairman, there is suffi-
1 cient ambiguity, it seems to me, between these two rulings,
12 that insofar as our motion to strike was founded upon the
:E); 13 Midland ruling along, that I think the appropriate procedure
| 14 would be for the Board to deny that motion.
15 We would then take exception to that denial
16 and raise that question con appeal to the Appeal Board, so
17 that we can get some clarification of whatever it is the
18 Appeal Board believes to be useful.
19 We, for our part in this hearing, would be
20 prepared to proceed with testimony, subject to cross-
21 examination --
22 CHAIRMAN FARMAKIDES: Testimony on what, sir?
- 23 L MR. CHARNOFF: On 4, 5, 6, and 7, except to the
(:) 24 I extent that any or all of those contentions are struck either
25

as a result of your motion -~ of your consideration of our
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motion for summary disposition --

CHAIRMAN FARMAXIDES: Exruse me, Mr. Charnoff.
I want to be sure I understand you.

Are you alsc including Issue 8 or is it 4, 5, 6,
and 7?

MR. CHARNOFF: We are prepared to proceed with
direct testimony on 4, 5, 6, 7, and 8 on the grounds of the
Board denying our motion to strike the contentions for lack
of direct testimony by the Intervenors, subject, however,
to the fact that we have other motions before the Board
such as the motion to strike for failure to reply to inter-
rogatories, subject to the motion .to summarily dispose of
some of those contentions.

Therefore, I balieve that you should grant those
motions and if you would, then we would still remain with
only some of those contentions, 4, 5, 6, 7, and 8, for
purpose of proceeding here today.

But I want to make it very clear that we would
expect the Board to deny our motion to strike on the basis
of the Midland ruling so that we can present an exception to
the Appeal poard and at least clarify this for future cases.

CHAIRMAN FARMAKIDES: Thank you, Mr. Charnoff.
That is a very forthright statement, and we appreciate it.
I don't necessarily agree that there is an inconsistency

between those two cases you mentioned. As a matter of fact,
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the latter case is very consistent with the rulings that
we had in Kewaunee, which is another case I happened to be

sitting on.

Also, on 123 it seems to me it boils down to
a discretion of the Board as to whether or not to permit
the Intervenor to préceed without any direct testimony and
simp’y proceed by making his case on cross. I think 123
can be read in that light and I think 123 is consistent

with 137.

The prima facie requirement enunciated by the
Board was enunciated in 123 with respect to those situations
where the Board felt there was no basis for the Intervenor
proceeding strictly by cross,ildhe.

Anyway, let's hear the Staff's response, if they
care to dc so. Mr. Davis? .

MR. DAVIS: Mr. Chairman, I think that the
Staff's pleading speaks for itself, to-wit, that the
Staff believes that the motion to strike these
contentions for the failure to go forward should be denied,
the supporting ALAB-137 opinion for our reason.

CHAIRMAN FARMAKIDES: Let's go to the motions
for summary disposition filed by the Applicant with respect
to Contentions 2, 4, 6, and 7. Would you respond, Mr.
Baron?

MR. BARON: With respect to Issue No. 2 which
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deals with the storm damage and so on, to-wit plant and the
structures, might be subjacted, we have in fact submitted
testimony.

All parties concerned have copies of the written
testimony of the various residents residing in close
proximity, so I think it is a matter of weighing the evidence
that the Board must have before it, and I think for that
basic reason, there is an issue of fact that you must deccide
and that the motion should be denied with respect to that
issue.

As to Issuee 4 and 7, of course again I would
reiterate what I have just said with respect to the first
motion. We have no testimony, direct testimony.

If cross-examinaticn can be the method by which we
make a case, then of course for the same reason this motion
for summary disposition should be denied.

Again, that is within the discretion of the

With respect to Issue No. 6§, which is the
Sternglass testimony, again if oral testimony can be pre-
sented by Dr. Sternglass with respect to that issue, then I
would submit that we will beale to present a direct case
and sustain that burden. However, Issues 6 and 7 become
melded into this new issue and 8 becomes melded into a new

Issue 9. This may be a moot point. I don't know.




CHAIRMAN FARMAKIDES: Mr. Baron, if the Board
permits you to cross, would you be prepared to advise the
Board prior to that tiye as to what you hope to show on
cross?

MR. BARON: Of course.

CHAIRMAN FARMAKIDES: You would kave a distinct
purzose before the cross?

MR. BARON: Yes.
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CHAIRMAN FARMAKIDES: We do not want a fishin~
expedition that is going to consume a lot of time on cross.
MR, BARON: I said before that any cross-examina-
tion that I would conduct would not be rambling and
roaming, but to the point. Assuming that Mrs. Stebbins,
with the assistance of the people who are here from the
Coalition, can provide me that confined area, I will

cross-examine, Otherwise, I will not,

CHAIRMAN FARMAKIDES: Anything further, sir?

MR, BARON: No,

CHAIRMAN FARMAKIDES: The Applicant, Mr. Charnoff?

MR, CHARNOFF: I would like to make two observa-
tions, if I may. One which pertains to this matter and
also pertains to the discﬁssion a few moments ago on the other
matter,

Mr, Baron has again raised the gquestion of the
possibility of oral testimony. It seems to me that clearly
regulations favor written testimony. The procedure here callﬂ
for written direct testimony. At this point in time it seems
to me that it would be unforunate if the Board were to
permit the introduction >f oral direct testimony where there

wvas no filing of any direct written testimony on any conten-

tion.

That would not preclude, as T understand it, Mr,

Baron from conducting any relevant cross-examination.
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With respect to the summary disposition motion,
the first point that I would like to make is that the
response by Intervenors to the motion for summary disposition
clearly did not object to summary disposition of Contentions
4 and 7. The response filed by the Intervenors on Friday
responded only in terms of Contentions 2 and 6, 7Tt seems to
me that on that circumstance and given the response by the
Staff which had no objection to the summary disposition of
four of the contentions, the Board at this stage of the
record has no altermative, really, but to dispose summarily
of Contenticns 4 and 7,

With regard to contentions 2 and 6, in our
motion -~

CHAIRMAN FARMAKIDES: Excuse me, I am sorry. We
can't hear toc well,

MR, CHARNOFF: 1In our motion for summary disposi-
tion, we listed in accordance with the motion a statement of
the matarial facte as to which we submitted there was no
genuine issue to be heard, The Intervenors responded, as I
indicated, to Issues 2 and 6,

However, their responses did not respond to all
of the statements of facts that wa had set out as izsues as
to which there is no genuine issue to be heard,

I would submit, Mr, Chairman, therefore, that with

respact to Contention 2, and addressing myeelf to the statemer

t
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of material facts as to gilch there is no genuine issue to be
heard, and to the Intervenors' response, that the following
facts are deemed admitted in accordance with the rule of
Section 2,749:

Fact number 1, the first four lines.

Fact number 3, fact number 4, fact number 5--

CHAIRMAN FARMAKIDES: Slowly, sir,

MR, CHARNOFPF: I will go back.

The first four lines of Fact No, 1. Fact o, 3,
Fact No, 4, Fact No. 5, Fact No. 6, Fact No. 7, Pact No. 8,
Fact No. 9.

Therefore, there is controversy assuming that the
response was sufficient on all other grounds that we won't
object on those grounds ~-- there is controversy with respect
to the final three lines set forth in our proposed Pact No.
1 and Fact No. 2 which relates to the design of the wave
protection dike,

With respect to Contention No, 6, again we submitte:
a statenent of facts and the response of the Intervenors with
respect to Issue No, 6 did not controvert Fact No, 1, nor
did it controvert the first sentence of Pact No, 3, It
did controvert Fact No., 2 and it did controvert the second
sentence of Fact No. 3 in part inscfar as there are
representations there with respect to the adequacy of mainte-

nance and repair being sufficient to take care of aging
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problezs. So that Fact No, 1 and the first sentence of
Fact No. 3 set forth in connection with Issue 6 have been
deemed admitted.

It seems to me, therefore, that with that
established we can proceed to hearing evidance with
respact to certain portions, therefore, of Contention 2 and
certain porcions of Contention 6 and that the Board would
deem admitted all iho facts with respect to Contentions 4
and 7, and would strike those as further matters of
contest in this proceeding.

CHAIRMAN FARMAKIDES: Thank you, ¥Mr, Charnoff.

Mr. Davis?

MR, DAVIS: Again, as the Staff said in ito
reply of the 20th of July, we have no cbjection to the
granting of the Applicant's motion for summary judgment on
Issues 6 and 7 -~ excuse ma, Issues 4 and 7. At the time
that we made our response we had not yet seen the Intervenors'
response,

CHAIRMAN FARMAKIDES: You mean of July 207

MR, DAVIS: Of July 20, To the extent, then,
as the Applicant has just stated, that the Intervenors'
statement of material facts as to which there is nc genuine
issue to be heard takes issuve specifically with the
Applicant's list of matarial facts, we alsc are prepared to

go to hearing and to present evidence on those material
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facts as to which there are issves to be heard.

In all other respects, on Issues 2 and 6, we
again have no objection to the granting of the motion for
summary judgment,

CHAIRMAN FARMAKIDES: Thank you.

Is there anything further on the motions to strike
or the motions for summary disposition? The Board is going
to take these under advisement., We are going to receive the
record of the transcript tonight and we will consider, then,
all the comments made thie afternoon as well as the record,
and we will rule tomorrow morning at the begianing of the
session.

In the interim, this afternoon we will proceed
with Issue No. 1 and we will receive evidence on Issue No, 1
this afternoocn.

Are there any other preliminary matters that you
want to raise?

MR, CHARNOFF: Yes, sir.

MR, DAVIS: Mr. Chairman, as far as Issue 1,
the Atomic Ensrgy Commiesion's Requlatory Staff proposes
to Lntrsduco into evidence a document styled "Testimony of
Dennis J. Nightingale of the Pederal Power Comiesion before
the Atomic Safety and Liccnsinq Board, AEC Docket No, 50-346."

We, of courge, have the prepared testimony of Mr,

Nightingale, We would propose to introduce it into evidence
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| | by stipulation of the parties.

f} . CHAIRMAN FARMAKIDES: 2). right. Pine.
3 | MR. DAVIS: But the stipulation has not yet been
P 4 || 9ranted by the parties.
: s | CHAIRMAN PARMAKIDES: You can work that out
6 ; during the luncheon hour,
71 MR, DAVIS: Ceratinly. I would like to make it
8| known thrt {f Mr, Nightingale is to be here to sponsor
’ | hia castimony, we, of course, would desire some flexibility
0 | as far as when we can put him into the gchedule and have him
. : avallable for cross-examinstion.
12 CHAIRMAN FARMAKIDES: Can the Applicant proceed
f}f (3 || ©° Issue 1 this afternoon?
¥ “* MR. CHARNOFF: Yes, sir.
s | CHAIRMAN FARMAKIDES: I think we would have -- is
- your witness here or is he coming in?
- | MR, DAVIS: He is in Washington, D.C., and is
| available practically at a momant's notice, let's «ay on a
ol half days advance aotice,
- CHAIRMAN FARMAKIDES: How much time, Mr. Charnoff,
- would you need to procead on Issus 17

MR, CHARNOFF: Mr, Chairman, we submitted our
tsstimony in writing,
CHAIRMAN FARMAKIDES: Yes.

MR, CHARNOFF: We have a few -- I would say no
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more than 10 minutes of gquestions of Mr, Roe and Mr, Reynolds
which would take no more than 10 minutes to place on the
record,

Then it seems to me we would propose that with
reapect to the written testimony which hae been givern in
advance to the parties and to the nembers of the Board, that
thet simply be incorporated into the record as if read. So
we are prepared to proceed with that, We would like to
request the opportunity of a lunch, Mr, Chairman, to
discuss with the Board members the schedule for scme of the
other contentions, In particular we have two witnesses on
Contention 8 beyond those whose written testimony has come
in who will be here today and tomorrow, and we will give
advance written copies of their testimony trday. I would
like to be able to accommodata their needs.

This testimony was written, as you may recognize --
Contention 8,suddenly a new paper appeared from Dr.
Sternglass as it did in Contention 6 with respect to No. 8 on
fish., We had to determine whether there might be available
witnessas with regard to fish testimony. It is really in
the form of rebuttal testimony rather than direct. But I
would like to accommcdete their testimony. We will have
Professor Lauren Donaldson from the University of Washington
who is here, and must leave by tomorrow night, and we

will have Dr, Wilbur Hartman of the Fish and wildlife
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Department who will be here today and tomorrow as well,

Apart from that, we can move the contentions around at your
pleasure,

There is one other preliminary matter. There is
our motion with respect to res judicata., As I understand
the Board, the Board is saying that the testimony proposed
to be submitted by Dr, Sternglass raisee, in part at least,

a new matter, I don't know whether by that the Board {s
inferentially saying that they would be denving that motion,
but if so, we would like to have that on the record, if that
is the case, wvhen you are prepared to rule on that,

W& are prepared to proceed with Contanticn 8 today
or tomorrow,

CHAIRMAN FARMAKIDES: In raising a new matter,
you understand, Mr, Charnoff, that res judicata has no
relationship to that issue that we are raising,

MR, CHARNOFF: I understand except that our
res judicata argument, without belaboring it, was that it
was applicable to .he methodology emploved by Dr, Sternglass.
It 48 our view that th: methodology has bean considered on
four different occasions and that the same methodology has
been eamployed with ruspect to papers that have been submitted
here, You may wish to hear evidence with raspect to that.

I appreciate that, But I would submit to you that the

thrust of the res judicata motion, somewhat novel in AEC




history, as I recall it, is nevertheless pertinent
because of the fact that what we were addressing was the
quastion of a particular scientific or unscientific

method,

CHAIRMAN FARMAKIDES: Wouldn't you have to show,
sir, that that is the methodology used here by Dr,
Sternglass in order to further your res judicata argument?

MR. CHARNOFF: That is in our moticn, sir, We
indicated and attached a comparison of the references
used by Dr., Sternglass in support of each of his papers
and compared theose with the other papers subnitted in the
four other procsedings that we have identified. We
believe we have made that showing, Again I submit that we
would be prepared to go to trial on Contention 8 and Conten-
tion 9 as we have been labeling or numbering the contention
identified by Mr, Shcn earlier today, but if that is the
Board's wish and the Board is therefore denying the motion,
we would appreclate it at the appropriate time for the Board
te deny that motion,

CHATRMAN FARMAKIDES: All right., I trust you can
appreciate that we don't want to rule on these unti) we
have had the opportunity of examining the record. We have
made notes during the process of hearing your comments +this
morning, but we don't think that is sufficient, so we will

then pursue the procedure that I mentioned earlier., We will
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adjourn now --

MR, BARON: Mr, Chairman, I do have a preliminary
item, It seems that this afterncon -- what time did the
panel have in mind reconvening?

CHAIRMAN FARMAKIDES: It doesn't matter to us.
1:00, 1:30, 2:00, I will Mave it to the discretion of the
parties, o

MR, BARON: As I take it from Mr.Charnoff, we
will begin with Issue 1 and the testimony of Mr. Roe.

CHAIRMAN FARMAKIDES: That was my suggestion, eir,

MR. BARON: I then would 2ssume that the Inter-
venors and the Steff will have opportunities for cross-
exanination,

CHAIRMAN PARMAKIDES: Right,

MR, BARON: My cross-examination of Mr. Rce and
whomever eles would be offered by the Applicant on Issue 1
might be lengthy. I don't know what time you would then
have in mind for adjourning for the day. What I am getting
at is, we have a witness for Issue No. 2 who cannot be
available tomorrow when Issue No. 2 would be reached,
obviously, but could come in this afternocon to give his
testimony out of order, you might say.

MR, CHARNOFF: Is that one of the witpecses vhose

testimony has bean submitted in writing?

MS, STEBBINS: Yes,
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MR, BARON: Yes,

MR. CHARNOFF: One of the people who lives in the
area?

MR, BARON: That's correct.

MR, CHARNOFF: Let me say for the Applicant,

Mr., Chairman, we have reviewed the Intervenors' proposed
testimony in writing which has been submitted with

respect to Contention 2, We would have ncu vbjection to

all of it being included in the record as if read and we
would have no cross-examination of that person so he need not
come and they need not come, as far as we are concerned.

MR. BARON: All right, That answers that,

CHAIRMAN FARMAKIDES: Of course, we really won't
get to that i{ssue, although this has been a fine accommoda-
tion between the Applicant and the Intervenor, until the
Board has ruled whather or not 2 is in.

The Staff had something elss,

MR, DAVIS: With the same condition upon the
ruling that the Board makes on Issue 2, the Staff also has
examined the proposed prepared testimony on Issue 2 and is
ready tc stipulete it intc eviderce without cross-ezamination,

CHAIRMAN FARMAKIDES: All right, fine, gentlewmen,
Then you three can get together on this stipulation aw
well as the stipulation you mentioned earlier, Mr. Davis.

MR, DAVIS: On the same issuve, Issue No, 2, the
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Staff has a witness, depending upon the ruling of the Board,
who will be available tomorrow afternoon and not again
until next week because of his other schedules,

CHAIRMAN PARMAKIDES: This is Issue 2?7

MR. DAVIS: VYes, sir, We would like, depending
upon what we can work out amongst the parties -- we would
agree that our witness will be available for crose-examina-
tion tomorrow afternoon, depending upon the Board's ruling
tomorrow morning,

CHAIRMAN FARMAKIDES: Surely. That makes good
sense. I think the thrse of you could easily resolve the
issae,

MR, DAVIS: Thank you,

CHAIRMAN PARMAKIDES: Mr, Charnoff, something else?

MR. CHARNOFF: Yes. I am sorry, too. You had
indicated quite appropriately that you would not propose to
rule on the various motions until tomorrow morning., We
do have witnesses with respect to all of the contentions
presently. We have witnesses specifically with respect
to Contentions 4 and 7 who are from out of town. Since I
do believe that the summary disposition motion, wholly
apart from thes other motions, as applicable to Contentions
4 and 7, is not very complicated in that in effect the
response of the Intervenors consented tc summary disposition

of 4 and 7, if the Board would consider ruling on that
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immediately after lunch, we could save the Toledo Edison
Company and Cleveland Electric Illuminating Company those
larger charges that result in high rates to consumers in
this area by letting those people go home today. If that
is convenient for you to coasider during lunch, we would
appreciate that very much,

CHAIRMAN FARMAKIDES: Let me ask a question hare
off the record.

(Discussion off the record.)

CHAIRMAN FARMAKIDES: Yes, we will consider that
suggestion, Mr, Charnoff, We are predisposed, you might be
alert, to grant the motion on 4 and 7 and strike those two.
The reason is for the reasons that you gave this morning.
But we have not yet decided firmly. I believe that the
procedure we have articulated is tha correct procedure
and that will be that we will adjourn, return after lunch,
continue with Issue 1, We will make our ruling as to 4 and
7 and continue with Issue 1,

Again, I must impress on the parties the Board
is concerned about the new {esuve that we raleed, we will
tentatively call it Jesue Mo, 9, I trust you will be
exemining this new issue in depth, 1 think we have articulate
it in a manner that the Intervenor can use directly. It is
also articulated in a way that the Board can use in

exploring that issue, The guestion raised by Mr. Charnoff

p




10

‘ ‘

14

15

on thé methodology of Dr. Sternglaass is, of course, a

good one and we will be concerned with that problem,

Is there anything else, gentlemen?

MR, BARON: Mrs. Stebbians advises me that Mr,
Richard Morgen is here, He is from Washington and he is --
we have submitted his testimony as part of Issue No, 1,
Again, I don't know how the Board can accommodate all these
people who wish to leave the city in one day, but if at all
possible wa would like to have his testimony presented and
he can submit himgself for cross-examination this afternoon.

CHAIRMAN FARMAKIDES: Mr. Baron, why don't you and
Mr., Charnoff and Mr., Davis meet and see if you can't resolve
these? Insofar as the Board is concerned, I will try to
accommodate the time of the individual parties, but the
time of the Board is pressing, too. Frankly, ve will take
the issues as they come up and we are going to proceed that
wvay.

Let's adjourn until -- this will give you enough

(Whereupen, at 11:35 a,m., the hearing was

recessed, to reconvene at 1:00 p.m.,, this same day.)
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AFTERNOON SESSION
(1:30 p.m.)

CHAIRMAN FARMAKIDES: The afternocon session
will come to order, please,

As the Board indicated before the luncheon recess,
we will defer ruling until tomorrow morning on the motions
of the Applicant to, A, strike the testimony of Dr., Sternglass
on Issues 6, 7, and 8; B, strike issues 4, 5, 6, 7, and 8;
and C, on the application for summary dispcsition as to Issues
2, 4, 6, and 7.

However, we also agreed to rule on the motions
for summary disposition on Issues 4 and 7, since this motion
for summary disposition was not answered by the Intervenor.

Moreover, based on the record to date, the Board
sees no reason to continue these two issues. |

Accordingly, the Board has concluded that there
i no genuine issue of fact as to Issues 4 and 7, and there-
fore the motion for summary disposition by the Applicant
as to these two lssues is granted.

We will continuve with the remaining issues, and
again, as indicated this morning, we will now near testimony
on Issve 1.

MR, CHARNOFF: Mr, Chairman, at the lunch break,
Mr. Baron and Mr., Davis and I agreed that, recoonizing

that Mr. Morgan, the Intervenors' witness, is from out of
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town, as a matter of convenience to him, we would be praopared
to have Mr, Morgan's testimony which has been distributed

to us, ahead of time, considered first with limited cross-
examination of Mr, Morgan so he might then be excused.

Then we will proceed with the Applicant's case on
Contention 1. I am not sure what the disposition has been,
Mr. Davis and Mr. Baron, with reepect to whether the FPC
witness need or nzed not appear,
| MR, BARON: What Mr, Charnoff has said is correct
as far as the conversation we had prior to the recess. At
the recess I learnad from Mr, Morgan that he will be
available for several days in the Cleveland area so if we wigh
to revert to the normal order of procedurs, we can. But I
also indicated to Mr, Davis that their witnesse, Mr.
Nightingale, should present himself here because we would
anticipate cross-examining him,

CHAIRMAN FARMAKIDES: All right.

MR. KARMAN: Now might we zsk, Mr, Chairman,
at this time if we could have some idea as to when Mr.
Nightingale's presence would bs required? If we were to
assume, as we did, that Mr, Morgan was going to start thie
afternoon, then we would certainly try to get Mr, Nightingale |

CHAIRMAN FARMAKIDES: Is Mr, Morgan here now?

MR, BARON: Yes, right here.

CHAIRMAN FARMAKIDES: I understand from Mr. Baron
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that he is going to take some time on cross-examination
on Issue 1, It makes sense to me to go ahead with Mr,
Murgan fimt, go on to Issue 1, have the cross-examination,
adjourn after that, Qnd expect Mr, Nightingale tomorrow.

MR, RARMAN: We called Mr, Nightingale's office,
Mr. Chairman, and he was chacking to see the earliest
possible time he could get out. We will find out a little
later this afterncon as to the exact timing of his trip
from Washington to Cleveland,

CHAIRMAN PARMAKIDES: Could he be here by tomorrow
morning?

MR, KARMAN: We don't know. We will find out.

CHAIRMAN FARMAKIDES: I know thare are a lot of
planes coming between Washington and Cleveland, but is he
able to be here?

MR, KARMAR: This is vhat we are trying to
ascertain and we will be able to advise the Board prior
to sdjournment this afternoon, That is the best we can do.

CHAIRMAN FARMAKIDES: All right.

Is there any other problem? Why don't we go on
with the testimony of Mr. Morgan, continuing oa Issue 1, and
then have the cross on Issue 1? 1lg that all right?

MR, CHARNOFF: Yes,

MR, BARON: I would acssume the Applicants will

follow up with their own witnesses on those iscues.
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i aré 1 CHAIRMAN FARMAKIDES: Yes,
P 2| MR, CHARNOFF: I am sorry, I missed that.
3 | MR, BARON: That when Morgan has concluded his
6. 4 direct and you have concluded your cross-exarination of him,
: B then you will follow it up with Lowell Roa,
6 MR, CHARNOFP: Right.
7 CHAIRMAN FARMAKIDES: Again the thought comes to
8 mind that all we zre doing here is using up time today and
9 tomorrow morning until the St €ff can bring their man in,
10 I see no reagon why we can't continue the normal order of
1" things and bring Mr. Morgan in following the cross-examina-
12 tion.
“; 13 MR, BARON: That would be the normal procedure,
14 CHAIRMAN FARMAKIDES: That could be cne way of
18 proceeding. Another way that I have chosen to proceed as
16 to have the Staff follow the Applicant and then Intervenor
17 last, which gives an advantage to the Intervenor, or some
18 advantage, but it is not really that carmane.
19 MR. BARON: We would appreciate any we can get,
20 CHAIRMAN FARMAKIDES: Why doa't we take, then,
21 Issue 1 as it would ordinarily be taken, and then have Mr.

Morgan after the cross-examination, Mr., Charnoff?
MR, CHARNOFF: May I ask that Mr, Reynolds and
Mr. Roe take the stand and be sworn, please? Thelr testimony

is submitted as a panel,.
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lmil o Whereupon,
D 2 LOWELL ROE
3 and
4 REEDFREYNOLDS
3 were called as witnesses oa behalf of the Applicant, and,
b having been first duly sworn, were examined and testified
7 as follows:
XXX £ DIRECT EXAMINATION
[*) MR. CHARNOFF: Addressing my questions both to
10 Mr. Reynoclds and Mr. Roe, gentlemen, have you collectively
1" prepared testimony for us in this proceeding?
12 H WITNESS REYNOLDS: Yes, sir.
s 4 WITNESS ROE: We have.
14 MR. CHARNOFF: I would like to show you a
15 document bearing the caption of this proceeding, entitled,
16 "pestimony of Reed Reynolds and Lowell Roe Relating to Issue
17 No. 1, July, 1973.°
18 Is this the document you gentlemen the prepared
10 as your testimony in this proceeding?
20 “ WITNESS ROE: Yes.
21 MR. CHARNOFF: With respect to Issue 17
22 WITNESS ROE: Yes.
23 MR. CHARNOPF: Mr. Chairman, let me ask one other
(-/ 24 question.
25 Gentlemen, are the contents of this document true
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1 and correct to the best of your kuowledge?
{f) 2 WITNESS RCE: Yes.
3 WITNESS REYNOLDS: Yes.
™\ 4 MR. CHARNOPF: Mr. Chairman, a copy of this
5 document was provided to the Intervencrs, the Regulatory
6 Staff and the Licensing Board on July 17. I would like to
7 propose that the document be incorporated into the record
8 as if read. We will make 30 copies of it available to the
9 reporter. The gualifications of Mr. Reynolds are attached
10 to this document and Mr. Roe's qualifications were attached
1 to his prepared testimony on Contention 2, which has also bee:
12 previously provided to the Board members, and I proposed
13 that we introduce that at that time.
14 If there is no objection, in lieu of having it
15 % read, I propose that it simply be incorporated into the
16 record as if read at this time,
17 | CHAIRMAN PARMAKIDES: Are you offering it at this
18 time?
19 MR. CHARNOFF: Yes, sir.
20 CHAIRMAN FARMAKIDES: Any objection, Mr. Baron
2% and Mr. Davias?
' MR. BARON: No.

CHAIRMAN FARMAKIDES: It will be received as
so offered and it will be incorporated into the transcript.
{The document follows.)
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TESTIMONY OF REED REYNOLDS AND LOWELL ROE

In the testimony below, we will discuss the relationship
of electric rate increases to usage of power, area develop-
ment activities, the effects of advertising on power sales,
the energy conservation programs of the Applicants and
Applicants' demand projections.

> The Relationship of Rate Increases to Usage of Power.

Toledo Edison hac had two significant increases in its
rates in 1961 and 1962 and in 1972 and 1973. No discernible
reduction in usage or growth in usage of power came ab~ut as
a result of these rate increases. The rate increases in 1961
and 1962 were approximately 9% on average for residential
Customers and approximately 8% on average for commerical and
small power customers. During the five year period ending
in 1960, Toledo Edison's peak demand grew by 4.7% per year
on average. The comparab’e average rate of gain in Toledo
Edison's system peak demand for the five year period following
these rate increases (1963 - 1968) was 8.7% per year. Growth
in power usage is primarily a function of income, and rate
increases do not alter growth in usage in any significant way.

A Rand Corporation study of the energy situation in

California (California's Electricity Quandary, The Rand Cor-

poration, September 1972) has been cited as evidence that

recent and expected rate increases of Applicants "... will



certainly have a dampening effect on future power demands in
the CAPCO region". The Rand Corporation study dic not
calculate demand elasticities that would relate to increases

in power rates. The Rand Corporation does not have any

studies available to support their use of coefficients of

price elasticity of demand. The Rand Corporation study
assumed a short-run (less than five years) coefficient of
elasticity of -0.25 in the residential sector, but had no
evidence to support the value of this coefficient:

"Thus, a short-run price elasticity

of -0.25 is assumed. This would

produce a 16 percent decrease in

electricity consumption per house~

hold for a 100 percent increase in

electricity prices." (Vol. III, P.

14)
Even if The Rand Corporation's assumption is considered

reasonable, this leads to the conclusion that Toledo Edison's

recent increase in its residential rates of slightly over 8%
will lead to a reduction in residential usage of a fraction
over l1l%. Since residential customers account for less than
25% of Toledo Edison's sales, this works out to be 1/4 of 1%
reduction irn Toledo Edison's sales resultiny from its recent
residential rate increase. Even if these assumptions are
valid, it provides no insight intn how thes2 reductions will
alter the peak demands. The peak demands are associated with
very hot weather, and it is very doubtful that any of the 1/4

of 1% reduction in usage would occur at the time of the annual



659 : system peak.

With respect tc commercial and industrial demand,

the Rand Corporation study recognizes that price increases

P Y for electricity will either result in a substitution of
energy sources (i.e. gas or oil), or will cause industry to
relocate. 1In either event, the effects of such rate
increases would take place over a very long time:

Policies aimed at lessening the demand
for electricity by increasing its price
are indicated to have only a modest
effect upon residential electricity
consumption, as many people simply
adjust to paying a higher bill. Larger
effects are expected in both the
commercial and industrial sectors,
where a wider set of choices is avail~-
able. Commercial establishments may
substitute other forms of energy (i.e.,
gas or oil) for e'asct .city, and
industry also has th option. Indus=-
) try has ona further option, which,
although believed to be minor in
California, must be very carefully
assessed. Higher electricity prices
could act to deter some forms of new
industry from locating in California,
and could act to influence relocation
of some types of existing industries
to out-cf-state locations, if the
price of electricity was lower else-
where, if electricity was a reasonably
important production ingredient, and
if other factors did not force location
in California. These effects would take
place very slowly due to exiscing
capital investments, but would still
be observable over a 15 tc 35 year span.
(Vol. I, p.25)

€

Furthermore, the Rand Corporation study is contradict-

ory on the matter of price elasticity of demand for power.
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The following is quoted from Page 104 of Vol. III:

"A tax large enough to have a strong

impact upon electricity demand growth,

say, 1 cent/kWh, would raise tremend-

ous amounts of revenue. In 1970, 123

billion kWh were sold. Applied to

sales of this magnitude, such a tax

would raise $1.23 billion annually in

state revenues, which could be used

to provide relief in other forms of

taxation and to finance energy

conservation programs."
If a tax of this type were imposed, and the revenue to the
State were as Rand calculates, the coefficient of elasticity
for electric power must be equal to zero, for the tax would
not have altered the usage of power in any way. Thus, the
Rand study provides no basis for concluding that rate
increases of Applicants would eliminate the need for the
availability of power from the Davis-Besse plant,

In addition to the Rand study, there is another more

recent study of the California energy situation that considers

the price elasticity of demand, Meeting California's Energy

Requirements, 1975-2000, the Stanford Research Institute,

May 1973. The following provides a good summary of their
findings with respect to the price elasticity of demand for
residential consumers of power:

Based on the residential price pro-
jections, market shares, and income
projected in this study, Californians
will on average spend 2.3% of their
income in 1980-90 and 2.0% of their
income in 2000 on residential energy
purchases, compared with 2.0% in 1960
and 1.8% in 1968. It is difficult

to believe that the price escalations




estimated herein or even a more rapid
escalation would have a marked effect
on the growth in demand. Even a 100%
tax would place California in the
average expenditure position for the
nation, and one could conclude that
such a tax would have no effect on
demanca. (P. 202)

It is my opinion that Applicants' recent and expected rate

increases will not alter projected peak demands for the
Applicants or for CAPCO companies, which justified the
investment in, and the need for the Davis-Besse plant in the
'mid-1970s.
It has been alleged that CAPCO companies have always
structured rate schedules to provide low rates to large
users while charging high rates to small users for the purpose
of encouraging the use of power based on differences in the
fjiw‘ price elasticity of demand. The allegations have cited
. optional rates for space conditioning and all-electric service,
and an assertion that CAPCO companies have always designed
their rates "to elicit the greatest possible demand growth
from their customers." Thus, it is alleged that: "... if
the CAPCO companies were to make efforts towards egualizing
their rate structures, some reduction in the 1977 CAPCO peak
could be expected."
This line of reasoning contains two basic a;d vital
flaws.

First, rates of electric companies, including all-
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electric and other optional rates, are designed to follow
costs of providing service. None of the CAPCO companies
have the option to arbitrarily alter their rate structures
s0 as not to track with costs of service, as has been
suggested. Equalization of rates, which would alter or
eliminate optional rates, would lead to unjustifiable
dilérimination. which is not allowed by law and would not
be permitted by regulatory bodies.

Second, it is alleged that all CAPCO companies engage
in "promotional pricing", with low rates to customers having
elastic demands for power and high rates for customers with
inelastic demands for power. With respect to optional
residential rates, any effort to equalize rates by Applicants
within the limits allowed by.regulatory bodies would not alter
Applicants' projections of annual system peak demands. For
example, the average rates per kilowatt-hour from all-electric
customers of Toledo Edison in 1972 was just slightly less
than Toledo Edison's average revenue per kilowatt-hour from
all customers.

There is one type of customer that has significant
price elasticicy of demand for electric power. This is the
very large industrial customer whose usage is great enough to
support its own power plant, if power rates from the local
electric utility reach a high enough level to economically

justify constructing such a plant. This situation would



reduce the peak demand and sales of the electric utility,

but would reduce neither kilowatts nor kilowatt-hours
consumed in the service area. In addition, the relatively
small geneirating facility built by an industrial customer
would be less efficient economically and environmentally.
Another possibility is that some industrial customers may
choose to relccate if inter-regional and inter-area power
rates become very significant. If this should occur, total
power production and consumption would not be altered.
During the last three years, Toledo Edison's industrial
customers have been faced with rate increases of approximately
20% (including fuel recovery), which has produced no
discernible change in usage patterns.

IX, Area Development Activities

Toledo Edison and Clevelaﬂa Electric have Area Develop-
ment Departments, the functions of which are to encourage
economic development within their respective service areas.

Over the years the activities of these departments have
continued because of a concern within the companies and the
areas they serve regarding a lack of job opportunities. For
example, during the decade ending in the middle sixties, the
Toledo area experienced a significant amount of out-migration
of its population due to a lack of job opportunities. 1In
1952, manufacturing employment stood at about 77,000 persons

in Lucas County. From that year, manufacturing employment
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stood at about 77,000 persons in Lucas County. From that
year, manufacturing employment fell to a low of about 55,000
in 196l1. In September 1972, manufacturing employment stood
at only 60,900, 21% below the levels twenty years earlier.

It was a concern over the lack of job opportunities
and the erosion of the economic base of the Toledo and
Cleveland areas that brought about an aggressive area develop-
ment program.

Throughout rural Northwest Ohio, Toledo Edison's area
development activities have received especially strong
support from the communities served. This support arises
from the understandable concern over a loss of job opport-
unities and pecpulation that characterize smaller, agricult-
urally oriented cities.

From the social point of view, the overall net gain of
area development activities nationally is probably near zero.
That is, total employment in the U.S. economy is probably not
influenced by area development activities. In prior years,
families left the Toledo and Cleveland areas to find employ-
ment at other locations. Area development activities at
Tcledo Edison and Cleveland Electric are intende. to provide
job opportunities in its area, the result of which is that
workers are not displaced, and problems of unemployment are
lessened.

& & The Effects of Advertising;pn Power Sales

A. Toledo Edison's Power Advertising Policy.

Toledo Edison's product advertising is limited to three



areas, namely advertising of ways to use power more efficiently,
how to build for electric heat and the advantages of private
outdoor lighting.

A booklet entitled "50 Ways to Save on Your Electric
Bill" has been actively promoted within Toledo's service
area through mass media advertising. The booklet is intended
to show Toledo Edison's customers how to use electric power
more efficiently. It is the policy of Tcledo Edison to
advertise the efficient use of electric power.

At the present time, no natural gas is available for
new construction in the Toledo area. As a result, home
builders have turned more and more toward electric heat as a
fuel source. During the first four months of 1973, the ratio
of new residential electric heating customers to new residen-
tial customers was .48 for Toledo Edison. For the year 1972
the comparable ratio was .29. This increasing reliance on
electric power as a heating source, which is due to a large
extent to the unavailability of natural gas, explains Toledo
Edison's concern for insuring that its customers live in
adequately insulated homes, so that energy is not wasted. It
is the policy of Toledo Edison to advertise proper insulation
to home owners and home builders to prepare properly for

electric heating installations.
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Toledo Edison promotes the use of private outdoor
(security) lighting. The lighting installations are installed
and owned by the Company, for which there is a monthly charge.
These security lights are very popular in unlighted rural
areas, parking lots and other poorly lighted areas where
security presents problemi. Security lighting is a relatively
new service provided by Toledo Edison, and it is apparent that
it is a much needed service. It is the policy of Toledo
Edison to promote this service to its customers.

B. Product Advertising Does Not Increase The Peak Derand.

Product advertising at Toledo Edison can in no way add
to the annual peak demand. The _ ‘ak demand occurs in the
summer months, and Toledo Edison's forecasts call for a
summer peak for the next 15 years. The summer peak occurs
in the afternoon on‘a weekday. Clearly, security lighting
in no way can add to this peak, inasmuch as the security
light is energized by darkness. Homes that are all-electric
have a peak demand that occurs in the winter months.

These facts, coupled with the Company's advertising
campaign to reduce usage of power leads to the conclusion
tnat Toledo Edison's product advertising tends to reduce the
annual system peak demand.

C. Cleveland Electric's Product Advertising Policy.

Cleveland Electric's advertising program is the same

as Toledo Edison's, with two exceptions. Cleveland Electric
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currently promotes the use of electric dryers and ranges.
The incremental peak demands to be placed on (leveland
Electric's system from such new appliances are insignificant
because of the diversity factor.

D. The Effect of Advertising On Sales.

Toledo Edison has conducted extensive research into
the gquestion of what factors are significant in determining
the level of residential usage of electric power in Ohio.
These studies were in the form of multiple linear regression
analyses with logarithmic transformations, so the slope
coefficients are coefficients of elasticity.

Among the explanatory variables found statistically
significant were 1) household income, 2) the price of natural
gas, 3) the population growth rate of the city, 4) electric
power rates (Ed = ,2 to .35 on a cross section basis) 5)
ethnicity of population.

The explanatory variable found to be not statistically
significant was the level of expenditure on advertising.
During the years under study, there were significant differ-
ences in inter-city and inter-company expenditures per

customer for advertising, but these differences were not

found to be a satisfactory explanation of inter-city and inter-

company differences in per-customer usage. Stated differently

the effect of product advertising by Ohio electric companies,
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if there is any at all, is so slight that it defies

specification.

v Energy Conservation Programs of Applicants

Applicants do have an energy conservation program
that is intended to aid its residential, commerical and
industrial customers in improving the efficiency of their
usage of electrical power and to reduce line losses of
electrical energy.

Applicants each have residential services departments
which provide residential builders with techiology related
to proper insulation in electrically heated homes. Applicants
do encourage proper construction so that energy will not be
wasted.

Applicants each have commercial services and industrial
services departments that promote efficient use of electrical
power among their commercial and industrial customers.

Applicants each continue to upgrade their transmission
and distribution systems. By moving to nigher voltages and
applying new technology to their electrical systems, energy
is conserved.

Applicants promote the efficient use of electrical
power among their residential customers. Each actively
promotes a booklet duscribing how customers can reduce their

electric bills by using less power. This booklet shows how

- 12 =



to save energy by adding insulation in anv home, which is

contrary to Intervenor's contentions regarding insulation.

Applicants do have energy conservatica programs. No
claim~ are made with respect to the effectiveness of these
programs, but Applicants' customers are encouraged to use
electrical power more efficiently.

The Rand Corporation study on the California energy
situation proposes several methods whereby power can be
conserved significantly by the year 2000. The two most
significant of these proposals, in terms of savings, are
the following:

l. Substitution of gas for electricity for four
appliances: space heating, cooking, water heating
and clothes drying (the additional gas reguired
would come from unneeded power plants that burn
gas in California).

2. Using solar energy for 70 percent of water
heating, space heating and central air conditioning,
and substituting gas for electricity in air condit-
ioning and refrigeration.

Neither of these proposals is applicable tc the CAPCO area.

Tnere is already a scarcity of natural gas, and if gas were

used as proposed in the Rand study, no gas would be freed

from CAPCO power plants, for this is not a fuel used in CAPCO
baseload plants. Solar energy technology merits exploration, but

is not likely to be a substitute for electrical power for a long

while. One recent study on this topic draws the following
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conclusions:

A substantial development program
can achieve the necessary technical
and economic objectives by the year
2020. Then solar energy could
economically provide up to (1) 35%

of the total building heating and
cooling load; (2) 30% of the Nation's
gaseous fuel; (3) 108 of the liguid
fuel; and (4) 20% of the electric
energy requirements.

I1f solar development programs are
successful, bullaing heating could
reach public use within 5 years,
building cooling in 6 to 10 years,
synthetic fuels from organic
materials in 5 to 8 years, and
electricity production in 10 to

15 years. Solar Ener as a National
Enerﬁx Resource, NSF/NASA Solar Energy
anel, Dec.

2 (emphasis added).

It is our opinion that the Rand study, although of perhaps
useful value for the energy situation in California over
the next few decades, is not particularly applicable in the

CAPCO area over the next two to four vears.
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V. Forecasting

The demand for electrical power has been constantly
increasing since the birth of the electric utility industry.
This long-term growth has experienced short-term setbacks
over short periods ©of years (such as during the depression
of the 1930's), but the overail trend has peen increasing
in general correlation with the overall eccnomic level and
the standard of living.

The ability of tlie electric utility industry to meet
this increasing demand depends upon its capability toilnstall
additional generating capacity with:sufficient lead time to
have the capacity available when the demand is imposed. To
avoid undue economic penalty, this new generating capacity
should be added just prior to the time wnen it is regquired.

These requirements, and the need to know anticipated sales of

electricity for corporate planning, require forecasting of long

range and short range consumer demands and energy reguire-
ments. Toledo Edison and Cleveland Electric forecasting
methodology is set forth in Attachments A and B hereto.

Prior to the formation of CAPCO, the long range
forecasting of its member companies was used to plan capacity
additions. Long range (l0 years) was used for general
planning and was modified annually to determine specific
timing of new units. Small generating units (100-300 MW in
size) and corresponding short load times (3 years or less)

provided flexibility in the long range program, permitting
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‘near-term modification to adjust to the variables affecting

the peak load forecast. An example of Toledo Edison's

long term (10 year) planning was included in the Environmental
Report Supplement, Figure 1l0~l, to snow the validity of the
long range trend.

Prior to the formation of CAPCO, each company installed
new generating capacity to meet its own needs, generally with
some consideration of emergency support capability from others.
Wlitn unit sizes being relatlvelj small, and generally less than
10% of the system peak demand, forced outage considerations were
generally not critical. 1In Toledo Edison's case, forced
outage considerations were more important because the size
of new units in relation to its peak demand was relatively
large - about 25-30%. Prior to the formation of CAPCO,
capacity was installed on an individual company basis to provide
a reserve for planned maintenance outages and to provide
reasonable assurance against forced outages during peak periods.
The FPC uses a generalized reserve ?ercentage of 20% to
account for these factors.

The principle reason for the formation of CAPCO by its
members was to gain the benefit of economies afforded by
installation of large generating units (lower unit cost) and
bulk power supplies supported by extra high voltage trans-
mission. This has required joint forecasting of lcads by CAPCO

companies and coordinated installation of generating capability.
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CAPCO planning is based upon a comprehesive computer
program to provide judgment of reliability that could not be
done before. 1In this program, on a week by week basis for
future years, the peak demands, generating capacity,
seasonal factors, forced outage rates (reliability of
capacity), planned maintenance outages and other variables
are considered. The program provides a uniform basis of
reliability and schedules long term capacity additions to
meet this established 'reliability criteria.

Major capacity units currently reguire commitment
5 to 10 years ahead of need. Many factors make scheduling
of these units somewhat uncertain. Nct the least of these
factors are the licensing and regulatory reguirements,
including public hearings for nuclear and now for fossil
units. Modifications to the long range plans are required
to meet changes brought about by changes in load require-
ments, unexpected retirement of existing units and slippage
of construction schedules of large units. Such a change
occurred in the CAPCO plans between the 1972 and 1973 ECAR
report. The Beaver Valley Unit No.l in-service date was
changed from 1974 to 1975 as a result of construction delays.
In addition some capacity was retired. To provide generating
capability to maintain as close as possible the established
reliability criteria, short lead time capability of 3515 MW
(net summer capability) was committed for; a major portion
of this capacity is now installed. These are the primary

reasons for the changes in the load-capacity situation between

the 1972 and 1973 ECAR reporting period.
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Even though these changes make the 1975 capacity

situation appear more favorable by per cént reserve, and in
fact gives a better reliability index than CAPCO standard,
they assume that the Davis-Besse plant, Beaver Valley Unit
No.i and the Mansfield Unit No.l will be in operation to

meet the peak demands. All of these units are subject to
construction and licensing considerations, and not

having any one of these units available during the peak

load periods will leave the CAPCO system below its reliability
criteria. 1In addition, regulatory requirements for existing
fossil fueled generating stations are still somewhat
uncertain during this time period. Cecnsidering these factors,
a better than standard capacity situation is prudent for

this period. 1In any case, the most optimistic combination

cf completion of plant construction, lower-than-projected
demand and favorable regulatory action on existing units
would only warrant deferring the Davis-Besse unit for a

short period of time.

Toledo Edison does not have interruptible type
customers and although Cleveland Electric does, capacity is
not added to meet the demand from this class of customer.
CAPCO planning excludes the demand from interruptables in
determining the reguirements to satisfy the reliability
reguirement.

VI. Peak Demand

Toledo Edison, Cleveland Electric and the other CAPCO
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companies experience summer peak loads. These peak loads
are not necessarily coincident and the CAFCO program takes
this into accoun . by summing each system's weekly forecast
demand.
The values of kilowatt demand reported to the Federal

Power Commission in FPC Form 1, Annual Report, page 431, for
1970, 1971, 1972 and 1973 are as required by the description
cf this column which reads:

"Monthly peak col. (b) should be

respondent's maximum kw. load as

measured by the sum of its coincid-

ental net generation and purchases

plus or minus net interchange,

minus temporary deliveries (not

interchange) of emergency power to
another system. Monthly peak

including such emergency deliveries
shoula be shown in a footnote with
~a brief explanation as to the

nature of the emergency."
These peak loads include short term sales or receipts from
other utilities which are not included or factored into any
of the capacity planning programs and which are in
addition to system ("native load") reguirements.

Systen pggk loads ("native loads") are reported to
the Federal Power Commission in FPC Form 12, Annual Power
System Statement, page (25) for 1970, 1971 and 1973 which
are attached thereto as Attachments C, D and E respect-
ively. The Tocledo Edison system peak load periods from

1966 to date, together with the corresponding winter

peak, are as follows:
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Year

1966
1967
1968
1969
1970
1971
1972
1973

System Peak

Month

Dec
June
Aug
Aug
July
June
July

June

MW
716
768
860
897
939

1054

1096

1155

Winter Peak

Date
12/06
2/68
L2/68
1/70
2/71
1/72
12/7¢

MW
716
762
823
885
911
995

1070

These figures illustrate the change from a winter to a

summer peak which occurred in 1967.

The two megawatt

difference in the peak system demand for years 1970, 1971

and 1972 as reported in FPC 12, page (25) and the figures

above, is due to the FPC required exclusion of demand from

a municipal system having its own generating capability and

purchasing from Toledo Edison.



TOLEDO EDISON COMPANY
FORLCASTING METI!ODOLOCY

SALES FORLECASTING

The Corporate Leonomist prepares an annual ccoromic forecest. It is based on information
gathered from foreczsiing services and personal .lu'ly of tiie Listory and eliuracterisiies
of our service area. Ceriain components of his economis forecast are used in thie preperation
of the sulcs forccast, .

desidenti=] Sales

The resicdential sales forecast is the product of the projected numbar of customers and
projected annuel use puor customer. e forecast of cusiomer crowth is brssd on tie
population and cit to"x-'r arowth rutls projecred navion:lly as we feel it relziss to our
service arca. The economidc outlook for our service area is an impertant :"a. or i
determining 1"..: impact of micration patierns on customer arowti, Tite near temm forecust
reflects our intinate knowicdss of cousiruction zetivity, c-':.i...bu rof Joeal finzneing and
otlier related foctors. Annud averane uss per custoin?r is projecicd basad on cxpected
trends in eppliance wisze, particularly (he major envrgy coasumers, as well as by giving
weight to tire availability of other fucl sourcss.

Commercial S:les

The necar term forecast is based heavily on known, planned connnercial development in
the service zrea, Doyond tiie near lerm, the growth putiern is predicated on hisiorical
growth patterns adjusted to reflect tie forecast of the sarvice area ccon omy and conunareial
building cycles,

Industrial Sales

The industrial sales forecast is prepaicd in two parts, The ceasumption of m: ajor industrial
customers i1s forecast imiiz".'dvr-liy based on intorvicws with knowledzeabie company
represeniainges wio indicnats known and planned specuie additions and miedivications, Cur
industrizi ropressatatives review past cons: vnpuon uistory and our forecast of cconomic
componecnis witii e customer during tiaz interview as background information fot ti:e
forecusts.

The consumption for the remainder of the industrisl customers is forecast similar to the
commercial customers but with strong empiasis on the relationsiip to the FRD Index.
Econemic slovidowns cre Lnown to impact this cate rory, so nny cconomic slowdown
Indicated in the economic forecast is raiected in the industrial torecast.
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PEAK LOAD FORLCASTING

Toledo Edison's method of prejecting annual pcak loads involves two stages of analysis.
The first staze is a projection of base load, which is the non-weather sens.live component
of total peak demand. The other stage involves an analysis of the relationship of weather
to demands on the electrical system.

Projections of base load involve analvses of known and probable major customer capacity
additions and their contributions to future peaks, regression analyses ol the base load
against national economic variables and extrapolations of listorical data.

Projections of the weather component of the annual peak demand focus primarily on
the chanzing historical relationship batween summer weather and associated peaks and
probability analysis of weather conditions. Weather components of the peak demand are
forecast by month, which have shown consistendy that the summer component will L
dominant throughout the next fifteen years.

Summing the basc and weather components provides the forecasts of pcak demands.

W
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A significant factor affecting CEI sales of electricity is the weather. In the past 40 years,
\nere has been an average of one day per year on which the temperature was -S°F or
colder, and on the average, there were 1.7 days per year on which the temperature was
95°F or higher. The use of electricity for heating in the winter and for air conditioning
in the summer have, in the inst, and are continuing to contribute to the growth in use
of ei. “tricity in the area.

Because the area served is heavily industrialized, sales forecasts are related to a forecast
of the national economy. These economic forecasts are prepared by the Company's Staff
Economist, who periodically meets and consults with locally - and nationally - known
economists. The basic economic foreccast is expressed in terms of the Federal Reserve
Board Index of Industrial Production. Forecasts of other economic factors, such as U.S.
Housing Starts and Gross National Product, are also developed and are compatible with
the forecast of Industrial Production inherent in all economic forecasts are two significant
basic assumptions: beyond the inmediate short-term period, no forecasts are made of
war or other national disasters or of national labor strikes in major industries,
(

The basic sales forecast is for the current year plus the next five years. This
intermediate-term forecast is the basis for all long-range forecasts. Because of inability
to predict unexpected changes over a long period of time, long-range forecasts are essentially
extrapolations of the intermediate-term forecast and of the basic assumptions included
therein.

The Residential Sales forecast is the product of the number ‘of customers and average

use per customer. Customer gain provides the basis for estimating future customers. It
is predicated on the general economic outlook, anticipated changes in mortgage rates,
expected housing starts as determined by surveying local homes builders, population trends,
recent trends of apartment and single home construction, and expected demolitions for
highways, urban renewal and other uses. Average use per customer is predicated-on recent
and expected trends in appliance sales, especially space heating, central air conditioning,
and water heaters, and anticipated expansion of avai}ability of natural gas in the service
area,

The basic forecast of Commercial Sales is expressed as a growth based on recent trends.
The growth rate is modified in certain years, up or down, based on the Commercial Sales




Department's estimate of Estimated Annual Revenues (EAR). This estim-te of EAR is
developed from knowledge of specific plans for commercial development in the area. It

includes shopping center, office, eduétional, hospital, and other construction plans, as

well as possibie temporary loss of business resulting from demolition of existing businesscs.

The EAR includes new projects on the basis of the probability that they will materialize,
i.e., "Certain" if a service contract has been signed or a customer has formally authorized
the construction. Expected loads which have not achieved this degree of finality but which
are an ‘ntegral part of the prospective customer's formal planning are classified as
"Probable.” These loads are included in the EAR at a 50 percent realization factor on
the assumption that of all the loads in this category, half of them will be realized. "Possible"
loads are those for which related plans are in some stage of formal consideration by a
competent authority and which indicate a highly favorable possibility that construction
will be started. These loads are included in the EAR at a 25 percent realization.

Sales for the Industrial class are forecast in three parts. The first is an estimate of basic
industrial sales, excluding sales to certain large customers (Specifics and Interruptibles).
These sales are correlated directly with the FRB Index as included in the economic
assumptions.

The next major part of the industrial forecast is the "Specifics” estimate. Specifics are
customers having demands of 10 MW or more, but may include some smaller customers
having unusual load characteristics. These loads are forecast on the basis of data obtained
from the individual customers as to their specific plans. These data are obtained by the
CEl Marketing Specialists. The Certain, Probable, and Possible categories are also used.

The third grouping of industrial customers is the “interruptibles.” These are a special group,
a portion of whose load is supplied by generating capacity being operated for spinning
reserve and by contract which may be interrupted without notice. The Certain, Probable,
and Possible classifications are used. The total industrial sales is also correlated with the
FRB Index as a basis for a check on the reasonableness of the overall forecast results.
The Industrial Sales Department estimate of EAR is also used as a further check.

Street Lighting sales are developed from existing agreements and anticipated changes in



street lighting requirements for individual municipalities. These are determined by the CEI
Municipal Department.

Sales to all Other Customers are based on specific contracts or agreements, as developed

from time to time.

The summation of all of the above sales classifications results in "Total Sales." To this
is added estimates of "Company Use" and "Lost and Unaccounted For," in order to
arrive at a forecast of total service area requirements. Projections are made for Company
Use and "Lost and Unaccounted For" energy. Company Use is energy used by the electric
and steam heating departments for their own use, exclusive of station use. Lost and
Unaccounted For includes line losses, transformer losses and other energy unaccounted
for, such as variations in sales resulting from peculiarities in the calendar. "Total Sales,
Company Use, and Lost and Unaccounted For" are combined for the net energy
requirements for the service area.

Forecasts of peak load are developed from the forecast of sales, using a load factor based
on the December maximum load. December is used because it is more predictable than
peaks in the summer period. The forecast December peaks include average weather effects,
since the sales forecast is based on average weather. The effects of average weather are
then removed from the forecast maximum to obtain an estimate of December no-weather
peaks. The growth from one December to the next is assumed to be linear, except for
known large load increases. Seasonal factors are then applied to the growth trend between
the December no-weather peaks to obtain comparable peaks for each of the other months.
Weather effect is added to these peaks, based on the probability of certain weather
occurring (Heating Degree Days (HDD) in winter and Cumulative Cooling Degree Days
(CCDD) in summer) and the effect of given weather on the peak (MW per HDD and
MW per CCDD). Adding weather effect to the monthly no-weather peaks results in a
forecast of monthly peaks under given weather conditions. The resulting annual peak is
checked for reasonableness by calculating an annual load factor. The standard five-year
forecast is based on a weather level which has a probability of SO percent of being exceeded,
but peaks are also estimated on the basis of extreme weather conditions.

The factors used in determining weather effect (MW per HDD and MW per CCDD) are



r-evaluated at the end of each year to keep abreast of changes in the effects of weather.
In addition, reporting of space heating qnd central air conditioning installations provides
the basis for judging short-term variations from trend of the weather effect.
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tducatxonal and Professional Qualifications
Reed S. Reynolds
Corporatec Planning Fconomist
The Toledo Edison Company

Toledo, Ohio. 1 am employed by The Taledo Féison Corpany,
Toledo, Ohio, as Corporate Planning Economist.

-

My employment with The Toledo Ecompany cormenced in 1952.
I have been cmployed by the Toledo Edison Company ¢ince
with the exception of a military leave of absence frox

|
|
My name is Reed S. Reynolds. I reside at 2100 Bodeotte,
1954 to 1956.

During the years 1952 to 1965 I held a variety of vosition:
with The Toledo Edison Cempany, working in varicus 'vuc'on.
of the Electrical Engincering Department and the Cluainm

and Neal Fstate Department. In 1965 I beean oraxov~;r
a8 the Corporate Planning Economist, the position T cu

rently hold. ;

/\'(

'l

In 1963 I received the degree of Bachelor of Ares In
econcmics from The University of Toledo, In 1968 I re-
ceived the “*stfr of Arts degree in cconcmices frem Lha
same university. My Msater of Ar+s Thesis was entiticd
A Croas-Section Ara;' si5 of the Residential Demard for
Elecotric svower in Selecteo Onio Cltices: 1263,

Since 19264, I have also bcen employed by the University
of Toledo, My current position (s Instructor in rconcmics.

My work as Corporat¢ Planning Foonomist involves a variety
of assignments, including econcoriic forecasting, forcecasting
of future demands for energy aenerally and eleactric pover
specifically, cstimation of demand elasticities for
elLCLtiCLty, population forecastiing and the relationship

of cconcmic and income growth to electrical encray regulre-

ments.

I am & member of the American Economic hssociatioq, the
Naticnal Association ¢! Businesu Fconcmists and Pi Gamnme
Mu (Natiornal social science honor society).
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MR. CHARNOFF: I also have a very few questi;ns
to ask each of these gantlemen supplementing the prepared
testimony.

Pirst addressing myself, Mr. Rowe, to you, and
asking you to examine pages 4 and 5 of the document entitled
"Testimony of Richard E. Morgan which has been provided
to the Applicants and to the Regulatory Staff and the Board
menmbers, pursuant to the Licensing Board schedule, which
presumably will be introduced into evidence later,
specifically there is a paragraph in that statement on pages
4 and 5 which reads as follows:

"Furthermore, tEe CAPCO Companies, themselves,
apparently do not feel that a 20 percent reserve margin
is a requirement. The CAPCO reserves, based on native load
as shown in the 1973 ECAR report indicate that CAPCO is
predicting reserves below 20 percent for eight of the next
ten years., If the CAPCO Companies were worried about the
15.8 percent reserve predicted for 1978, surely they would
take measures deiiqned to limit the growth in power demands.
Perhaps a 16 percent reserve margin would be a more appropriatje
guideline in determining the need for power plants in CAPCO
region."

Mr. Roe, addressing vourself to the suggestion
here that CAPCO is satisfied with a 15.8 or a 16 percent
reserve margin and addressing yourself to the ECAR 1973

report which Mr. Morgan's data in Appendix A is taken, in that
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report was there any ECAR 6: CAPCC comment which would
relate to the contentment with which ECAR or CAPCO would
view a reserve of 15.8 or 16 percent?

WITNESS ROE: Yes. In Section 3 of the 1973
CAPCC report there is a footnote one which reads, and I
quote, "Additional capacity requirements have been identified
for 1973, 1974, as well as for 1977 and the years following.
Studies of additional capacity are underway."”

MR. CHARNOFF: Did that footnote appear elsewhere
in Mr. Morgan's prepared testimony, Mr. Roe?

WITNESS ROE: Yes. It is contained in Appendix
D of his testimony which is the part of Section IF of the 197
CAPCO report and is the same material that I was reading from

MR. CHARNOPF: In your judgment, does that report
demonstrate that CAPCO is satisfied with the reserve of
capacity shown in that appendix for these years?

WITNESS ROE: It indicates that CAPCO is not
satisfied with the capacity situation.

MR. CRARQOFF: What is CAPCO now doing about this
situation? :

WITNESS ROB; CAPCO is considering at this time
an additional large unit for a service date of 1978 and
additional units in the 1980s.

MR. CHARNOFF: The report also shows a low reserve

in 1977. What is CAPCO doing about 1977, Mr. Roe?
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WITNESS ROE: There is not sufficient lead time
now for installation of a coal-fired unit or a nuclear unit.
Oil-fired units, as well as oil-fuel combustion turbine
units, are being considered, but unavailability of oil to bur
in such units has prevented any additional commitment to
this type generation at this time.

MR. CHARNOFF: Mr. Reynolds, you are an econo-~
mist, is that correct?

WITNESS REYNOLDS: Yes, sir.

MR. CHARNOFF: And you have a graduate degree
in economics? i

WITNESS REYNOLDS: Yes, sir.

MR, CHARNOFP: Mr. koynolds. what are the
determinants of price inelasticity of demand?

WITNESS REYNOLDS: Consumer inelasticity of demand
or price inelasticity of demand as it relates to a product,
comes about primarily because of two criteria. One is the
product we are talking about is a small percentage of the
family budget or family income.

The second is that there is a poor substitute
availability for the subject product.

MR. CHARNOFF: 2Addressing yourself then to those
two ccmponents of a definition of inelasticity of demand,

the first, I believe, was related to the guestion of how

expensive or inexpensive the particular good is, or the
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matter that is being purchased.

To your.knowledqe, is the cost of electrical
power a small or a large percentage of a typical family
budget, and similarly, is it a small or a large percentage
of the cost of operation for commercial and industrial custo-
mers?

WITNESS REYNOLDS: Pirst, as far as residential
customers, natinnally, a typical family is spending approxi-
mately 1.57 percant of its household income on electric
power.

In answer to your questions relating to commercial
and industrial --

CHAIRMAN FARMAKIDES: Would you kindly speak up
and speak in this direction so we can get your words?

WITNESS REYNOLDS: NMNatiorally, based on U. S.
median family‘income and what families naturally are paying
on averace for el;ctric power, they are spending 1.57 per-
cent of that median family income for residential electric
power,

To answer the question with respect to commercial
and industrial power, I took the electric industry's revenue
from its commercial and industrial customers, and related it
to gross national product. Gross national product is a
neasur? of the total production of goods and services and

I am using here the amount of electric power used to produce
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these goods and services. In 1972 commercial and indvrtrial
revenue for the entire electric utility industry was 1.41

percent of GNP.
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MR, CHARNOFf: 1Is that, in your opinion, the cost
of electric power, being the good that we are talking about
as being subject to purchase at this time, could be character-
ized as being relatively inexpensive, i{s that correct?

WITNESS REYNOLDE: Yes, sir.

MR. CHARNOFP: With regard to the second exponent
or determinant of inelasticity of demand, namely the question
of availability of substitutes, would you comment, Mr.
Reynolds, on the availability of good substitutes for
residential use and for commercial and industrial use for
electric power?

WITNESS REYNOLDS: VYes, sir, the substitute
that comes to mind as being the best would be natural gas.
There are several appliances that could use either natural
gas or elactric power for heat. However, we have a problem
of natural gas supply. Ia tha Toledo area, the Columbia
Gas Company, which serves the great bulk of it, is not
making new connections for any new construction. They are
not permitting any additional industrial customers to be
connected. No residential customers are being provided
natural gas for service,

In the Cleveland area, the situation is not quite
as acute, In Cleveland, itself, natural gas is still
available for residential customers, but not for industrial

customers. Ir the western end of Cleveland Electric
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Illuminating service af.a, no natural gas is available for
new customers,

MR. CHARNOFF: Apart from natural gas a2s an
energy source, how would you characterize the availability
of other substitutes for electric power?

WITNESS REYNOLDS: Por space heating, oil could
be used. However, there are problems with supply of oil., It
is uncertain as to whether the supply will be there snd it
is uncertain as to what the cost will be.

Aside from that, I can think of no other
important substitutes for the electric pover.

MR. CHARNOFF: S0 is it your general judgment
that there is not a ready availability of substitutes for
electric power in any large amounts for residential and
commercial and industrial use?

WITNESS REYNOLDS: Generally speaking, that is
trua. I would llke to add, however, there is propane cas
evailable, but it is relatively expensive and there is a
question about its acceptance on a widespread basis as far
@s space heating fuels. So generally, my ceorclusion is that
there are poor substitutes for electric power. The closest
substitute, natural gas, ie not available genarally,

MR. CEARNOFF: Then in summary how would you
characterize the elasticity of demand for -- the price

inelasticity of demand for electric power, as being elastic
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or inelastic?

WITNESS REYNOLDS: The price inelasticity of

demand for electric power has to be very inelastic.

MR, CHARNOFF: Thank you,
I have no further questions for these gentlemen
and they are available for cross-examination by the
Applicant -- py the Regulatory Staff and the Intervenors.

CHAIFMAN FARMAKIDES: Thank you,

Mr, Davis?

MR. DAVIS: The Staff has no cross-examination
questions,.

CHAIRMAN FARMAKIDES: Mr, Baron?

MR, BARON: Yas,

CROSS~EXAMINATION

MR. BARON: Mr. Reynolds, you are an emplioyee
of the Toledo Edison Company, is that correct?

WITNESS REYNOLDS: Yes, sir,

MR. BARON: And have been for how many years?

WITNESS REYNCLDS: Approximately 21,

MR, BARON: Have you participated at any tie
up to the present in anticipating demands and calculating
future demands of electrical power?

WITNESS REYNOLDS: I have been involved in this

MR, BARON: To what extent?




()

N
«d’

ard

o o w

10

12

13

14

17

18
19

B B BB

e @4 & W N

S ———— i —————————— e ——— e ———————————————— ——————————————

S ——

250

WITNESS REYNOLDS: Approximataly one year ago
our company installed a new peak and sales forecasting
system, Thie was a joint effort that included four or
five members of my company in conjunction with Arthur
Anderson & Company, Consultants.

MR, BARON: Where was the system that you worked

WITNESS REYNOLDS: It is an in-house forecasting
syatem for our needs,

MR, BARON: I see,

what was your role in doing that?

WITNESS REYNOLDS: My role was split between
economist and I gave them statistical advice, It involved
regression analysis which I am familiar with, and this is
what they relied upon me for.

MR. BARON: So you might say you were one
individual among several who participated in the preparation
of this projection, this method of making a projection of
future demands?

WITNESS REYNOLDS: If I recall correctly, there
ware four Toledo Edison Company employeas that participated
in developing this system,

MR, BARON: How many people were there altogether?

WITNESS REYNOLDS: No more than six profescsional

people,
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MR, BARON: Is that the extent, themn, of yogur,

shall we say, professional involvement in the development
of a method by which to project future electrical needs?
WITNESS REYNOLDS: I am not quie sure I understand
your question. I am continually looking at the relationship
of, for example, the index of industrial production frem
the Federal Reserve Board and the need for industrial elec-
tric power in our area, the relation of GNP to electrical
power requirementa, and I furnish economic input to
the forecasting system on a continuing basis. So I am not
the single person who does the forecasting for the company.
I am involved in it on a continuing basis.
MR, BARON: As an economist, you have indicated
that inelasticity of electrical supply depends upon its
low cost and also whether there are alternatives or
substitutes available for it available to the consumer.
WITNESS REYNOLDS: Yes, and to add something
to clarify this, table salt is usuvally the textbook example,
If the price goes from 10 to 15 cents a pound, there is not
a good gubstitute for it. The quantity consumed will not be
reduced appreciably because of that 50 percent increase in
price.
MR, BARON: In ycur analyses of these kinds of
items, to what axtent do you consider conservation of the

item?

e
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To what extent, for example, did you consider
conservation of existing electrical supplies in projecting
future demands?

WITNESS REYNOLDS: With mspect to the price
clasticity of demand?

MR, BARON: Let's take that first,

WITNESS REYNOLDS: As indicated in my earlier

testimony, it i3 my belief that the price inelasticity or

elasticity of demand has a coefficient of naar zero.
Therefore, any rate increases that we are talking about that
could be construed as baing conservation-oriented would

have no effect on the peak demand in future years.

MR, CHARNOFF: Mr. Reynclds, try to project your
voice a little louder, I think the people in the back of
the room have difficult hearing, as well as the reporter,

MR. BARON: Let's shift from the rate structure
to the actual conservation of electrical supply that now
exists by way of far more in telling usage of it by the
consumer, More in telling us, turning off a light as you
walk out of a room, as a basic example, To what extant
do your projections for the future supply or future needs
of electrical supply take that kind of thing intu considera-

tion?
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WITNESS REYNOLDS: It is not taken into considera-
tion either i.plicitly or explicitly.

MR. BARON: Why not?

WITNESS RﬁYNOLDs: We have no basis I{or calculating
how this would affect our future peaks. We have no
evidence to support a contention that a conservation program
would in fact reduce our projections in peak demands.

MR. BARON: You say you have no evideace of that.
Has any effort been made by the CAPCO Companies to take
the initial onus off Toledo or =-- has any effort been made
by any of them to look intc that, to find out if there is
evidence that the conservation and more intelligent usage
of power supplies might avoid these peak demands we have been
projected without the necessity of creating newer reactors?

WITNESS REYNOLDS: I am not im a position to speak
for the other four member companies of CAPCO. I am not
with our conservation program wit: : Toledo Edison and a
comparable program at CEI.

MR. BARON: Perhaps, Mr. Roe, you can help him
answer the question.

WITNESS ROE: I am not qualified in this area.

MR. BARON: The conservaﬁion program of Toledo,
then, you indicate you are familiar with that.

WITNESS REYNOLDS: Yes, sir.

MR. BARON: You are not with CEI?
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2mil WITNESS REYNOLDS: Yes, sir, I am somewhat

:ia 1 2 { familiar with it. We have discussed it with them.
3 | MR. BARON: You indicated they have a corservation
- 4 ! program, meaning, I assume, how to save electricity.
7 5| WITNESS REYNOLDS: Yes, sir.
6 g MR. BARON: To vhat extent are you familiar with
7 f it? Can you describe the program as you know it?
g { WITNESS REYNOLDS: Yes. This was submitted in the
9 written testimony and if I may refer to it, if necessary I
10 | would request that I be allowed to do so.
i 1 ! MR. BARON: Certainly.
12 t WITNESS REYNOLDS: First, we actively promote
e 13 { and advertise -- this is part of our advertising program --
\&2* 14 a booklet entitled, "Pifty Ways to Save on your Electric

15 Bill." That adequately describes the contents of it.
16 I might note that several pages, perhaps 10 or 12,
17 i are devoted to insulation of all kinds of housing. We are

18 updating the voltage and the quality in our transmission

19 systems. The result of this is ¢o reduce line losses which
20 can amount to five to seven percent in the power that is
21 generated. We want to avoid that as best we can. We have an

industrial service department, as does CEI, who have for

O

years been working with our industrial customers to aid them
in installing more efficient systems. We have a commercial

service department that worke with our commercial customers

O
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continually to aid them in installing more efficient
electrical ;ynt;ns in the commercial area.

We have a residential services department whose
primary function now is to work with the home builders. I
mentioned in the earlier testimony in the absence of natural
gas in our service area, it has resulted in a very rapid growt
in the interest in space heating among the residential
construction industry within our service area.

The ratio of new all-electric customers to all
customers is increasing rapidly and we don't want unhappy
pecple living in our all-electric homes, so we do have
special insulation requirements and we do attempt to communi-
cate these to the builders and get them to insulate these
homes properly.

MR. BARON: How long has this program been going
on as far as Toledo is concerned?

WITNESS REYNOLDS: Which piece, sir?

MR. BARON: Any of these. These are all mixed
together. One wasn't started independently of the other.

I assume this is a broad-based program.

WITNESS REYNOLDS: The industrial service
department has been there for the period of time that I
have been with the company, which is 21 years. The
commercial service depariment has been there the same length

of time. Residential services used to be active in other
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areas. As I mentioned earlier, their primary consideration
1; the all-electric home now and they shifted into high gear
in this area approximately 10 years ago. We have always
had upgrading of the facilities to reduce line losses.

Thg booklet, "How to Save on your Electric Bill," is a
bocklet of recent vintage, perhaps one to two years ago
that it was brought out.

MR. BARON: That becoklet, do you happen to have a
copy of it handy?

MR. CHARNOFF: Mr. Chairman, may I just, for
purposes of the record, have Mr. Reynolds ic mtify this
document and then we might introduce it as an exhibit.

CHAIRMAN PARMAKIDES: All right, fine.

MR. CHARNOFF: Mr. Reynolds, I show you a document
entitled, "Don't Waste a Gocd Thing. Pifty Ways to Save on
Your Electric Bill." 1Is this the document you were
referring to?

WITNESS REYNOLDS: Yes, it is.

MR. CHARNOFF: I would like this marked as
Applicant's Exhibit No. 1, and I will hand copies to the
Intervenors and the Regulatory Staféf,

CHAIRMAN PARMAKIDES: Any objection?

MR. BARON: No. What was the number?

CHAIRMAN PARMAKIDES: Applicant's Exhibit 1. We

will number the exhibits consecutively regardless of the




257

6mil 1 issues.

@ 2 (The document referred to was
' 5 3 marked Applicant's Exhibit 1, for
-(,\ 4 identification.)
- S MR. CHARNOFF: Pine. May I suggest that it be
& received in evidence?
7 CHAIRMAN PARMAKIDES: Any objection?
8 MR. BARON: No objection.
o CHAIRMAN FARMAKIDES: It will be received,
10 (The document referred to,
: 11 heretofore marked Applicant's
, 12 Exhibit 1, for identification,
;;glff 13 was received in evidence.)
Aﬁ'?' SR MR. BARON: Mr. Reynolds, with respect to this
15 Exhibit 1, do you know how many copies of this were printed?
16 WITNESS REYNOLDS: I can't give a precise number.
17 % It is in the thousands.
PR, 18 MR. BARON: That is quite imprecise. Are vou
o 19 | saying 10,0007
20 WITNESS REYNOLDS: I am sorry, I have no answer to
21 that question.
22 MR. BARON: How were they circulated?
‘:) 23 WITNESS REYNOLDS: There was a coupon circulated
24 in the local newspapers for customers to fill out and mail
25 in. I recall this simply because I saw girls
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typing day after day after day, envelopns to stuff this into

and mail to the pecple who had rezponded to the coupon.

MR, BARON: Did this take place one tima, this
effort at conservation?

WITNESS REYNOLDS: I can't answer that.

MR. BARON: Mr. Roe, do you know?

WITHESS ROE: No.

MR. BARON: Mr. Reynolds, did you se2 the answers
submitted to the interrogatories that were filed by the
Intervenors? Have you had an opportunity to look at them?
They were signed by Mr. Roe.

WITNESS REYNOLDS: Interrogatories filed by the
Intervenors?

MR. BARON: Yes, the answers of Toledo and CEI.

WITNESS REYNOLDS: Yes, sir. |

MR. BARON. You did see them?

WITNESS REYNOLDS: Yes, I have seen them.

CHAIRMAN PARMAKIDES: While you are looking for
that, I would like to find out: What is the date of this
document, Mr. Charnoff, do you know?

MR. CHARNOFF: Mr. Reynolds, couléd you answer
that question?

CEATRMAN PARMAKIDES: There is no date om it and
I am curious.

WITNESS REYNOLDS: No, sir, I don't have a Jate.
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CHAIRMAN FARMAKIDES: Could you find out?
MR. CHARNOFF: The answer is we can find out and

WITNESS REYNOLDS: I might add that this, as 1

understand it, was prepared by a southern electric company

and it wvas 3o well received, it spread throughout the

country. It is not our original work.
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MR, BARON: Do you have the answers?

WITNESS REYNOLDS: I have the answers and the
questions.

MR, BARON: One of the gquestions, or the answer
to it, has attached to the Exhibit 1-D, which is the Toledo
Edison Company summary of advertising expenses, et cetera,
from '68 to '73.

CHAIRMAN FPARMAKIDES: Mr, Baron, could you again
locate for the Board what you are referring to?

MR. BARON: Well, it is called Exhibit 1-D
and is attached to the Applicant's answers to the
interrogatories of the Intervepors for Issue No. 1. I believe
that was attached in response to -- to helpaswvering question
15, It is actually on the page that will be sideways.
Exhibit 1-p is sideways on the page.

CHAIRMAN FARMAKIDES: All right, you can go
ahead,

MR. BARON: Mr, Reynolds, do you hava that
before you now?

WITNESE REYNOLDS: Yes, sir.

MR, BARON: You will note undar the column‘for the
year 1972 an expenditure -- totel -expenditure by Toledo
Edison for sales promotion of approximately $1,600,000,.
Further up in the first row, a total expenditure for

advertising, both institytional and noninstitutional of
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approximately $480,000 in a year, You haven't any idea

as to what portion of those budgets -~ even though I know
what answer was given in the written portion -- what portion
of these amounts were spent on conservation efforts hy
Toledo Edison?

WITNESS REYNOLDS: I doubt very much if certain
aspects of the conservation program that I discussed earlier
are included in these numbers., For example, tha --

MR, BARON: Mr, Roe, if you have a better answer --

WITNESS REYNOLDS: No, actually he doesn't.

MR, CHARNOFF: let mo also say, Mr., Barun and
Mr, Chairman, that these numbers were prepared for Mr. Roe
by the marketing people in Toledo Edison and I would assume,
subject to confirmation by Mr. Roe, that {f we are to get
into details of the components of these numbers, we probably
would have to call upon parsons vho are now in Toledo or
in Cleveland. I am not sure I understand where Mr. Baron
is going with his line of questioning.

MR, BARON: The line of questioning is intended
to point out, if at all possible, the fact that exorbitant
amounts of money are teing spent to promote the sale and use
of electricity. That is the obvious direction in which
we are going. Even though a gesture is made in the form
of a pamphlet on which there is not even a date toward

conservation of electric power, the sums cf money spent in
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that direction might be gquite insignificant.

Mr., Reynclds, as an economist, when something is
scarce, I would have presumed that an intelligent economist,
with a small "E*, would congerve what he has available and
not promota the further use of it, so as to create an
actuzl shortage, Is that a fair stateament?

WITNESS REYNOLDS: It may be a fair statement.

It is my understanding that our promotion does not
lead to contributions to the peak demznd,

MR. BARON: But {t does lead to the sonsumption
perhaps additional consumption of electricity, whereass
without that promotional effort im your company's case
to the tune of $1,600,000 ~~ without that, I would presume
that far less electricity would have been consumed in the
year 1972 by the customers of Tcledo Edison.

WITNESS REYNOLDS: I don't believe that is a
fair assumption, sir.

MR. BARON: All right, tell me why.

WITNESS REYNOLDS: AL one time Toledo Edison and
othaer Ohio elactric companies engaged in much different
types of promotion than they dc today becasuse of our awarsness
of the capacity problems., At one time ws did encourage use
to a much greater extent than we do now and in a different
sense, I attempted at one time to measure the impact of

advertising on electric powsr usage in homes. At that time I
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conducted a number of regression analyses on consuner
usage, household usage, of electric power., I was moderately
successful in isclating several variables that did affect
the level of usage of electricel power. I was searching very
diligently for the effect of advertising on the use
of electrical power in the home, and I couldn't find any-
thing -~ my conclusion is if there is anything there, it is
insignificant. The advertising that affects residential
consumption comes from the appliance manufacturers. Thise
is more significant than utility advertising.

MR, BARON: The advertisements of, let's say,
General Electric or Tappan or any of those companies which
use electrical power to operats -- you are saying that
the promotion of the sale and purchase of the agiiance
is what creates the demand for electricity?

WITNESS REYNOLDS: No, sir, I didn’'t say that.

I said that in my opinion that type of advertising is more
effective than utility advertising.

MR, BARON: As far as causing the consumption of
electrical power?

WITNESS REYNOLDS: The decision to buy or not buy
an electrical appliance is primarily a function of the
household income. Advertising is there, I doubt if it ie
too significant, certainly not in the case of electric

companies.




——

264

MR, BARON: Are you familiar with CEI's
advertising efforts in this area?

WITNESS REYNOLDS: Yes, sir.

MR, BARON: I am because I live in Cleveland
and CEI is here., For example, have you noticed the
commercials on television which they have? I don't know if
you have comparable ones in Toledo, to live better
electrically. You see an animated man, woman and child
omilinq ocut at you and very happy because they are living
electrically. That is not from an appliance company. That
is from a utility company.

WITNESS REYNOLDS: I have not seen their ads
on television. I have discussed their advertising
program with respect to specific appliances.

MR, BARON: Does Toledo Edison have anything
comparable to that on your local TV?

WITN#SS'RBYNOLDS: Now I am basing this on casual
empiricism. I am not involved in this aspect of it
professionally. I do watch television occasionally,
the 11:00 o'clock news, and we do have some advertising
that I would classify as more public relations than sales
promotion. I frankly don't think we have a sales promotion
advertising program at this time,

MR, BARON: That is with respect to Toledo?

WITNESS REYNOLDS: Yes, sir,
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MR, DARON: You have no similar observation with
mpect to CEI, do you?

WITNESS REYNOLDS: CEI continues to promote
electric water heaters and electric ranges. They no longer
promote elsctric -- pardon me, I have to back up. They do
continue to promote electric dryers and electric ranges, but
they have ceased promotion of the alectric water heaters.

MR. BARON: Are you aware of the amount of money
that CEI indicates in Exhibit 1-E of the answers to the
interrogatories that they sepent in 1972 for sales promotion?
You might want to flip the page, if you haven't already.

WITRESS REYNOLDS: I see it here,

MR, BARON: Were you aware of that figure before?

WITNESE REYNOLDS: No, sir, I wasn't,

MR. BARON: Over $2,300,000 a year. I should say
for the year 1972, doing sales promotion.

WITNESS REYNOLDS: I can't comment on this., I
don't know the composition of that number.

MR. BARON: The words “"sales promotion," I
assume,can't have too many interpretations except to sell
electrical power.

WITNESS REYNOLDS: I don't know what they are
including in this item, sir.

MR, BARON: Mr, Chairman, it seems unfair to the

witness for me to pursue cross-examination of him when he real!
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has no knowledge with respect to CEI's involvemert in this.
By his own statement, he really doesn't know.

MR, CHARNOFF: Mr, Chairman, we could arrange to
have a CEI witness brought in to talk to ths detalls of
the components of the numbers in some of these areas, if
thut is what you and Mr, Baron wish, I think the numbers
speak for themselves, I think there has been a characteriza-
tion of the nature of the advertising proyrams in the direct
testimony. But if Mr, Baron would like to probe to define
breakdowns of what that is, we could arrangs for a CEI
witness to be present. We obviously had no knowledge of what
Mr. Barcn would be interested in cross-examining on based
upon what we had received prior to the hearing, but we can
arrange for personnsl to be called here, if that is the
Board's wish and Mr. Baron's request.

CHAIRMAN FARMAKIDES: It is the Board's wish, I

think the thrust of Mr. Baron's guestions is very cbvious,
Frankly, his points are not being substantiated with this
witness, and he is looking to see what CEI can proffer,
S0 I would suggest, then, that perhaps we car move on to
another line of questioning, and in the interim, if you can
arrangs to have a CEY witness here, I would appreciate it,
Mr, Charnoff.

MR, CHARNOFF: What I would propocse is that he

continue with all cross-examination of these gentlemen with
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respect to Toledo Edison.

CHAIRMAN FARMAKIDES: Yes, that is what he intends
to do.

MR, BARON: Yes.

CHAIRMAN PARMAKIDES: The line of guestioning
that you are exploring, Mr, Baron, as I understand it,
is the amounts being used to promots the use of electricity

by CEI,
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MR. BARON: Also with respect -o LED, of course.

CHAIRMAN FARMAKIDES: I am thinking now in terms
of the witness that is going to be brought in by Mr.
Charnoff. You are, I hope, goirg to complete your cross-
examination as to this issue of Toledo Edison?

MR. BARON: As it applies to them, ves.

CHAIRMAN FARMAKIDES: So all we would have left
would be this issue as it relates to Cleveland Electric
Illuminating. Okay, Mr. Charnoff?

MR. CHARNOFF: Yes, we are going to find cut if
that person might be available today or tomorrow morning.

CHAIRMAN FARMAKIDES: Pine.

MR. BARON: 1 would address my guestions, then,
to some of the responses elicited to the interrogatories.
You have them in front of you now so we can go to those.

Again, part of the projection, the justification
for the construction of this plant or any other plant, is
the forecast that you have assisted in preparing of futura
alectric demand?

WITNESS REYNOLDS: Yes, sir.

MR. BARON: And the.2 zorecasts are arrived at
through a melding of the brainpowasr, if you will, of people
-~ economists and so forth -~ to prcject forward what the
peak demand will be. Really I am just sort of getting this

straight in my head now. The bases for such a projection
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have been past experience, obviously, population increases.
Is that so?

WITNESS REYNOLDS: We do consider past experience,
but not to a large extent.

MR. BARON: It was indicated in the answer to
Question 5, which question read, "What specific industries,
housing developments, electric homes or other users are
there to justify the increased need for eloctriciéy?' and
on page 1-3 at the top of the page, it is indicated that, "We
would expect that based upon discussions with large
industrial users this same pattern will continue.”

Perhaps Mr. Rowe could answer my question better.
What large industrial users in the area serviced by Toledo
Bdison might you be referring to in that answer?

WITNESS REYNOLDS: Annually industrial services
representatives contact the plant managers or the corporate
president, whoever is ir charge of that industrial
custoner, and ask them, °“What major expansions do you
anticipate? What is the outlook for powsr requirements
for the next one to five years? 1Is your corporation
going to expand in the Toledo area, and if s0, where? If it
is going to expand, could you give us some insight into
your power requirements?” We regquire this for power plant
raquirements.

MR. BARON: So this is done, then, in a very
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systematized, formal way? You apparently solicit from these
companies a formal statement. Maybe not a formal statement,
bu’. some kind of a written projection of their own needs, so
that you can study it?

WITNESS REYNOLDS: We ask them for their opinion
as to what they will be requiring in future time periods.

MR. BARON: But they present to you a very, very
detailed report, I assume, or a statement, so that you can
sit down with your own projection people and loock at this to
determine exactly how much more you are going to need to
service these needs as presented to you?

WITNESS REYNOLDS: I am not sure it is a detailed
statement. It could be a very casual conversation over a
cup of coffee, that, *We plan to ;;pnnd ocur production 50
percent next year," by way of example, and our representative}
can convert this into capacity requirements.

MR. BARON: I know, but I would hope that there
were few of the over-coffee comments upon which your company
relied in making these projections for the future years and
there would be more of the defini‘ive kind of proposals
from these companies and that is what I am asking.

How many really came in with detailed projections
for their own future needs upon which your company based
its statement that it must increase electrical power for this

area?
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WITNESS REYNOLDS: Looking into the short run, the
next year or two, our large industrial customers are today
avare of what their requirements will be in the next one to
three years because of the lead times involved in putting
t;qothcr a nev facility on the part of the customer.

We are attempting to pick up known additions that should be
incorporated in our forecasting procedure.

That is the reason for these new views.

MR. BARON: So this is done in a formalized way,

an interview and a discussion with the people from the

company?

WITNESS REYNOLDS: Yes, sir.

MR. BARON: And their thoughts are passed on to
your people?

WITNESS REYNOLDS: Yes, sir,

MR. BARON: And digested down into what is the
forecast for the demands upon us for electrical supply?

WITNESS R_B!NOI.DS: That becomes a part of our over-
all forecast, yes, sir.

MR. BARON: How many companies would be involved,
would you say?

WITNESS REYNOLDS: The 30 largest industrial custo-
mers that we have.

MR. BARON: In that area.

Also it has been indicated in the second

v
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paragraph on page 1-3 that 1500 homes, apartments,
et cetera, are presently under construction or scheduled
for construction in housing developments and so forth?

WITNESS REYNOLDS: Yes, sir.

MR. BARON: Do you have any coacept as to -~ if
it is possible to measure. I don't know. I am asking you.
To measure the amount of electricity that would be needed
to supply those 1500 homes and apartments. What is the signi
ficance of that without just saying in a general way that
you have tc incresse electrical supply? To what extsnt
must it be increased? Is there some measurement unit you
can give me?

WITNESS REYNOLDS: A point of clarification.
That answer relates to Cleveland Electric Illuminating.

If you want to ask me how —-

MR. BARON: I thought it weas your system. It
does say Cleveland. I beg your pardon. Is thare anything
similar in Toledo?

WITNESS REYNOLDS: We did not approach the
problem of forecasting residential consumption as they
apparently do. We have a forecast of a number of households
and households equate with electric power customers.

So we do have a forecast of the number of households in our
service area and this is related back to power reguirements
within the residential sector.

L}
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MR. BARON: How many households zre involved?
WITNESS REYNOLDS: We have 200,000-plus and are

growing at the rate of about two percent per year., The

forecast within Toledo calls for a growth rate in the number

over the next 10 years.

MR. BARON: Two percent of two million? Or what
was the figure?

WITNESS REYNCLDS: We are starting off with -- I
would have to check the annnaltreport. 220,000 residential
customers, approximately.

MR, BARON: In your érojoctlon. then, using these
new constructions as one of the items you feed into it, do
you envision these new homev as being z2ll electric,
electric heat, that everybody will have a washer, a dryer,

a freezar, a TV, and full house air conditioning, or do you
take the minimum electric consumption for each unit?

WITNESS REYNOLDS: The additicnal customers that
we acquire are allocated on the basis of the type of customer
they will be. PFor example, at the present time, approximately
5C pearcent of our new residential customars are all electric.
We project saturations, which is an industry term, of othex
major appliances. Our sales forecast is built up by the
pieces, by the types of customers we are talking about that
make up our total residential customer class.
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MR. BARON: Does Toledo still promote the sale

of electrical power to the consumer or has that program been
discontinued?

WITNESS REYNOLDS: We are promoting what we

call security lighting. This is a lamp on a post that is
owned by the company, but installed in the customer's back
yard or in a parking lot or what-have-you, for which there
is a monthly charge. This does encourage the use of
electrical power.

MR. BRROR: But beyond that, Toledo Edison has =n
promotional policy?

WITNESS REYNOLDS: We have a promotional policy
wvith respect to all electric homes.

MR. BARON: In vhat form is that pramotional policy
manifested in the area of T;10C07

WITNESS REYNOLDS: * The thrust of it iz to build
your home so it will conserve the use of electrical energy.
MR. BARON: That is presuming that you should use
electrical power.

WITNESS REYNOLDS: We don't need to

promote electrical energy for space heating any ianqct with
Columbia Gas out of the picture. Currently half of the new
homes in cur area are all-electric and our projections call
for that ratio to increase to 70 percent in a few years.

MR. BARON: Because of the total absence of the
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alternative fuel sources?

WITNESS REYNOLDS: Yes, sir. Essentially that
is it.

MR. BARON: Some of the questions which I had
intended to propound really now are directed to CEI, so I
will have to go through and sort them out.

In Question 19, which deals with the presumption
that there is a shortage of electricity --

WITNESS REYNOLDS: I am sorry, Question 19?

MR. BARON: 19. The question is to the effect of
why is so much money beiny spent for advertising, the use
of more electricity, if a shortage in fact exists. I
assume you would agree that there is a shortage of electricity.
Otherwise we wouldn't be here.

MR. CHARNOFF: Are you talking about a shortage
today or a projected shortage?

MR. BARON: Projected. There have been brownouts
in thie area.

WITNESS REYNOLDS: There has been no problem in
this area.

MR. BARON: But there will be a shortage antici-
pated of electrical power, which has been the projection of
your company and CEI, if the Davis-Besse Plant is not
built?

WITNESS REYROLDS: Yes, sir.
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MR. BARON: And the point that is gotten at in

Question 19 is with respect to the advertising -- I guese
this is not fair to you again. This really applies to CEI.

The answer that has been given here, advertising is not intond‘&
to, nor does it add to the peak demand for electrical energy. 1
The peak demand takes place, I assume, at 2:00 o'clock
on a hot summer afternoon?

WITNESS REYNOLDS: Yes, sir.

MR. BARON: When everybody has his refrigerator
going and keeps opening his refrigerator for another cold
beer or something like that?

WITNESS REYNOLDS: Precisely.
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MR, BARON: Is that when Toledo Edison has its
peak demands?

WITNESS REYNOLDS: Our system peak demand comes
about in the summertime and it is the result of a combina-
tion of a high leval of industrial activity coupled with air
conditioning demands and other --

MR, BARON: At that time of day?

WITNESS REYNOLDS: Yes., After two or three hot
days in the summertime, wnan industrial activity is at a
high level, then we will have our peak, our system peak,

MR, BARON: Was there something in the recent
history of Toledo Edison's range of peak de.nands, something
that you submitted to -~ you had a peak demand according
to -~ what ﬁo you call this -~ the Federal Power Commission
Form 1 for the year ended Decamber, 19727

WITNESS ROE: I wi’l answer that.

MR, BARON: All right, 'It is indicated --

WITNESS ROE: On page 20 of our prepared testimony?

MR, BARON: Yes, No, no.

WITNESS ROE: Mr, Morgan's paper?

MR, BARON: Yes, let's refer to him hecause his
testimony is handy. Mr, Morgan's testimony, just as an
exhibit -~ it is the submittal of Toledo Edison's
annual report to the FPC.

CHAIRMAN FARMAKIDES: That is for the vear ended
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MR. BARON: 1972, Waell, there are three pages in a

row, Mr, Chairman, '70, '71 and '72. It is Appendix B,
Now, looking at the one for the year ending December, 1970,
it seens that the peak was for the month of January in the
amount of 1,094,000 kxilowatts. January 20 at 2:00 p.m,,
which is in the dead of winter.

WITNESS ROE: Yes,

MR. BARON: Tahe next page would be for the year

ending December, 1971, It seems that the peak occurred

for that year on February 22 at 2:00 p.m,, again in the middle

of -~ I would suggest in the middle of the winter.

WITNESS ROE: Yes,

MR. BARON: Then for the year emding December,
1972, the peak occurred on December 4:00 at 7:00 p.m.

WITNESS ROE: Yes,

MR. BARON: What I am getting at is obviously
an explanation as to how that jibes with what has been
indicated to be the peak on a hot summer day at 2:00 p.m.

WITNESS ROE: On that you would have to read the
footnote which is above those figures, I believe the
footnote for column B there reads -- and all of this was
covered in our prepared testimony. I will read it. 1t is
the monthly peak column, paren B. “"Should be respondent's

maximun kilowatt load as measured by the ..z o: its
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coincidental net generation and purchases plus or minus,
6ot interchange minus temporary deliveries of emergency power
to another system.,* |

There is some more to it, but that is principally
it. As we go on to say in our testimony, these peak loads
include short-tern sales or receipts --

MR. CHARNOFF: Mr., Roe, you are reading from
the prepared testimony which was introduced. Could you
identify the page?

WITNESS ROE: It is page 196, our jointly
sponsored, .repared testimony. It says that “these peak
loads include short-term sales or receipts from other
utilities which are not included or factored in t» any of the
capacity planning programs and which are in addition to the
system or native load regquirements.*

We go on to say, then, that in FPC Porm 12, the
annual pover system statemant is the correct system native peak
loads and as to when they occur and for thesa three years,
we have included those as attachments C, D, and B, reapectivoly
on page 20 of your jointly sponscred testimony.

we have listed system peak loads, annual peak
load, for the years 1966 through '73, June to date, with the
corresponding wintar peak load and the date of the winter
peak load on which it occurred. This also shows that in 1967

we transitioned from a winter locad to a summer peak load,
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which has been consistent ever since,

MR, CHARNOFF: Mr, Baron, may I interrupt you for
a moment?

Mr, Roe@ ==~

CHAIRMAN FARMAKIDES: Mr, Charnoff --

MR, CHARNOFF: It is a typographical error that
I think might best be correctad now. In looking &t page
196 of your prepared testimony, in the bottom paragraph where
you referred to FPC Form 12, you say for 1970, 1971, and
1973. The attachments are for 1970, 1971, and '72., So that
1973 48 a typographical error?

WITNEES ROE: It is a typographical error.

MR, CHARNOFF: I am sorry, Mr, Farmakides,

CHATRMAN FARMAKIDES: Okesy, proceed, Mr, Baron.
Excuse us,

MR. BARON: What measure cf reszerve powar would
have been available to Toledo Edison in January -- January
20 at 2:00 p.m, and Decamber -~ in the year 1970? We are
talking about being able to maintain a certain reserve at
all times, It is my understanding it is recommsnded by
the Faderal Power Commission that you have a 20 percent
reserve. 1Is that correct?

WITNESS ROE: FPC uses a generalized 20 percent,
or maybe 20 to 25 parcent, yes, sir,

MR, BARON: As I understand the thrust of most
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of the testimony that was submitted by you in writing,
it is that at no time have you been anywhere near there and
that is cne of the reasons that we need an increase in
facility, to be able to keep up with that suggested reserve,
So what I am getting at now, in January of 1970, when you had
the peak on January 20 at 2:00 p.m., how much resarve power
was available at that time?

WITNESS ROE: PFor the Toledo Edison system, I
couldn't tell you without looking at some rather extensive
records as to what units were in service, what units might
have been out for maintenance, what our short-term deliveries
evidently we did have a short-term delivery at that time,
which is arranged on a day-to-day or overnight basis or
week to week to another utility,

I just don't have the records here to say
what the actual reserve would have been with the equipment
that would have been available for generation.,

MR. BARON: Then your answer would be the same
for the year 1971 and the year 1972?

WITNESS ROE: Yes., You are referring to a
specific day and a specific hour within that day, and you
have to take into account what units are physically on the
line or physically capable of beir; started within the

15 minutes or so to meet the reserve regquirement.
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MR, BARON: Has there ever been a brownout or

<ﬁ? 2 || whatever you want to call it, in the Toledo area?

3 WITNESS ROE: Yes. On two occasions -- and I
'fﬂx 4 am sorry I can't give you the dates -- the Toledo Edison
\

5 systam was completely shut down and was disconnected from

6 a rather weak interconnection system at that time.

7 | MR, BARON: What was the cause?

8| WITNESS RUE: Both resulted from -- during a --

° rot excessively high, but a reascnable peak load or a

10 load period when we had a major outage, a forced major

" outage -- and this is a2 sudden outage -- of one of our

12 | larger generating units which tripped off the line and
i})ﬁ} ol our relatively poor interconnectiorn systsm at that time

was not capable of providing the deficiency cresated by this

14

unit tripping off,

I must add that Toledo Edison is one of the -- 18

the emallest of the CAPCO, disregarding Pemnn Power.

Our history of unit additions has bean to put in large

units in relation to our peak demand. Wa had units go in --

sev_ral of them -- that there would be 25 to 30 perceant of

the total peak load on the system., If you lose that large

a unit in relation to your system peak and you do not have

transmission capablility to back it up, you do have problems,

and on two occasions we indeed did have problems., This has

been some time ago, and I don't believe within the last 15




B R B B

283
Years. I could get these dates.

MR. BARON: So what you are saying, then, is
that the brownouts occurred not so much because the consumers
just used up all available electrical supply, but because one
of your units broke down or there was a mechanical failure
of some kind?

WITNESS ROE: We had a -~

MR, BARON: And secondarily, you were not able
to tie in with some of the other companies in the CAPCO
setup to draw power from them?

WITHESS ROE: We were not a part of CAPCO or a
power poolinq system, Thies is one of the reasons we
did join the CAPCO group.

MR, BARON: S¢ the failure was dus to the
mechanical failure of the machinery as distinguished from
the overconsumption by the public of electrical supply?

WITNESS ROE: Yes. I would characterize this
also as having a failure that took a large unit out
instantanecusly without adequate transmission backup.

MR. BARON: Do you have any personal knowledge about

any similar occurrences in CEI, with the CZI Company?
WITNESS ROE: I have no personal knowledge of an
occurrence one way or tha other with CEI.

MR, BARON: So that type of thing, Mr, Reynolds,

would that enter into a projection for future demands, the
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failure of a piece of equipment?
WITNESS REYNOLDS: Mr, Roe should answer that.

WITNESS ROE: Yes. This example that I did state
is a good example as to one of the components that makes up
the total generating capacity addition program of the
CAPCO and each individual system, and we are principally
speaking of CAPCO now. In the capacity addition plans, you
make long-range forecasts of peak loads and then you match
that with projected installation times of major units to
see how reliable your system is., It is an extensive computer
program where you input your unit sizes, their probability
of having a forced outage, their planned maintenance
schedule and cthar variables, so that with this capacity
planning program you can determine what your probability
of having such an occasions or a dependenca upon outside
generation would be, and you can add capacity on a long-range
basis to suit an established critaria.

MR. BARON: Turning now to guestion 22 of these
interrogatories, we will go into the area of the rate
system -- ch;nqou in the rate systems. The answer given to
that particular question appears on page 1-6., It starts
off that it is doubtful that a flat rate structure would
have any significant effect upon usage.

Mr, Reynolde, I would assume that this would go

back to what you said at the beginning, the inelasticity of
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the item we are dealing with,

WITNESS REYNOLDS: Yes, sir, this was a difficult
guestion to answer becauvse of its ambiguity. I attempted
to structure an answer that would be satisfactory. But if
you care to be more specific, I can be more specific with
my answer,

MR, BARON: I am not as familiar as you
probably are with this Rand Corporation study. There is
some discussion in that study, I understand, with respect
to rates so as to control the amount of electricity consumed.

What are your cbservations on that?

™

WITNESS REYNOLDS: That report assumes a coefficien
of elasticity of minus .25 in the short run for residential
customers. They go on to say that a 25 percent increzse
in rates would result in a 16 percent reduction in usage baso‘
on their assumption, First the coefficient inelasticity of
minus .25 wvas an assumption and just that. They have no
basis for that assumption. They are saying that provided
the assumptions are ressonable, then this will be the result,
you see, I don't agree that that is a reasonable assumption,
There is a report that followed the Rand report, and that is
a little more recen%, the Stanford Resesrch Institute
report on the California energy situation that discusses
elasticity of demand,and thay come in with coefficients that

are somewhat lower or near zero, I should say.
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Yes, I am familiar with the Rand report.

MR, BARON: You are just taking an opposite
view of their suppositions? This whole thing is
conjecture, isn't it?

WITRESS REYNOLDS: It is conjecture, although I
don't think their assumption with respect to the coefficient
of elasticity is prepcaterous. I would be surprised if there
is that much elasticity, let's put it that way.

MR, BARON: You say in Section B of that same
answer that the results of applying an inverted rate

structure would be difficult to approximate,
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WITNESS REYNOLDS: Yes, sir.

MR. BARON: That conceivably could mean that
it would have the kind of result that the Intervenors
or the proponents of such a proposal have in mind just as muct
as it could have the opposite effect. It is difficult to
know which way it is going to go, by this ansuer.~

WITNESS REYNOLDS: Based on my stnﬁioo and my

opinions with respect to elasticity, I don't think it would

 have a significant result on the usage of power which is a

function of household income. But I must add I have never

seen an inverted rate, =o I can't tell you wvhat the

. prodable result would be.

I am familiar with the concept, but I am not sure

- to what extent the environmentalists would choose to go

with the structuring of the rate.

MR. BARON: The next question, of courssa, mentions
the discussion -- mentions articles which have discussed
this very subject.

WITNEES REYNOLDS: Yes, sir.

MR. BARON: BFEave you read them?

WITHESS REYNOLDS: I authored one. I authored

MR. CEHARNOPFF: You offered or authored?
CHAIRMAN FARMAKIDES: Authored.

WITNESS REYNOLDS: Aunthored. Yes, sir, I reviewed
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those sections of the Rand Corporation report that dealt

with reductions in the use of electrical energy. I am
familiar with the Office of Emergency Preparedness report

as it relates to electric power. I am not familiar with

those aspects that relate to transportation and so forth.

I am very familiar with the Pisher and Keysen report. I wrot:
a critique on that document in my master of arts thesis.

Yes, sir, I am familiar with the Stanford Research Institute
report on the California power supply.

MR. BARON: Would you say, thsn, that all of
those that you liave read and so on agree with your comments
as far as a rate structure, that it would have really no
impact upon the consumption of electricity?

MR. CHARNOFF: I am sorry. I think that question
needs clarification.

MR. BARON: I will rephrase it.

CEATRMAN FARMAKIDES: Mo. Charnoff, if you want to
object, fine. Otherwise, please restrain yourself until
your redirect.

MR. CHARNOFF: Then I object. I think the
question is unclear. The question was --

CHAIRMAN FARMAKIDES: Is the question unclear
to you, =ir?

WITNESS REYNOLDS: It is very unclear. I didn't

understand it.




'¢‘, o
A% g s
%

S %
W

o

10
1

12

14 |

16

17 |
18 |

B R B R

e W W

® © N O o

289

CHAIRMAN PARMAKIDES: Would you rephrase your
question, Mr. Baron?

MR. ARON: All right. The five or six items
that are mentioned here as being studies relating to prices
for power and the us: of powsr -- you have indicated you
have reviewed them, you have read them, you are familiar
with them. Do they all agree with your position?

WITRESS REYNOLDS: Number 1 and number 2 clearly -

MR, BARON: I am glad you said that.

CHAIRMAN FARMAKIDES: The reascn for the laughter,
for those of you who don't have the testimony, is that these
are the ones offered by the witness.

WITHESS REYNOLDS: Certain aspects of the Rand
Corporation report, I disagree with, but keep in mind
they apply to Califormia and not Northern Ohio. Some of
the conclnsions they draw may be valid. I don't know.

But they again apply to the California situation. The

Rand report is a respectable report, but with respect to
elasticity of demand, we must focus our attention on that
specific area, They made assumptions. They have no studies
to base these assumptions on. It is merely input for the
study that they made. As far as short-run price

elasticity of d-nand,.x am not in substantial disagreemant
with the Rand report assumptione.

MR. BARON: BHow about numbars 4 and 57
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UITNBSS REYNOLDS: May I add with respect to the
" Rand report, in our written testimony there is a discussion
of applying the ’elasticity of demands assumed in the

Rand report to tﬁ; Toledo Edison situation and I show the
results as far as the rate increases, and I bring it down to
the effect on peak demand which happens tobe zero, as you
will see in my written testimony.

Number 4, the report on energy conservation from
the Office of Emergency Preparedness. There is oaly one
thing that is significant in there as it relates to the
electrical power industry, and that has to do with insula-
tion.

I am in agreement with that and Toledo Edison does
encourage better insulation of homes.

Number 5, the Pisher and Keysen study, I can't
really say much positive about it. It is a mixture of many
things. There is a rather extensive review of the problems
of the Pisher and Keysen report in my master of arts
thesis which you had asked for in the interrogatories.

It was furnished.

I don't know if you reviewed my discussions in
the case. I had a lot of problems with Pisher and Keysen.
They have positive and negative price elasticities of
demand in that book which are inconsistent one with the other.

I don't rely on the Pisher and Keysen report.
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The Stanford Raaehrch Institute report on the
California power supply is a highly regarded study, yet paral
lels the Rand report on the Caiifornia energy situation.

MR. BARON: Then you would say they are accurate,
applicability is limited to the California area?

WITNESS REYNOLDS: As in the prepared testimony.
They are assuming that solar energy will be one of the
bases for reducing power reguirements in the future years
in California, out to the year 2000, and so forth.

Solar energy technology which they are assuming is not
developed at this time.

We have a report hare, Solar Fnergy as a
sational Energy Resource, by the National Science Foundation-
RASK‘ Solar Energy Panel, and they discuss in here the
appro;inat. number of years before various types of solar
energy applications might come about.

It would be several years before you could get
any benefits from solar cnergy in California and T don't
know what the situation wculd be in Ohio, whether you
could apply solar energy technology or not. The climates
are quite different.

- The other point in the Rand report was that they
relied on reducing the usage of eclectric power in the homes
for cooking, space heating, and water heating. They suggest

in the short run we can replace this with gas which would be

L
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more efficient. They recognize that there is a shortage

of natural gas, but they say this natural gas that would

be required could be supplied by the electric power stations
in California which burn gas.

That has little relevance in northern Ohio.

We do nrt burn natural gas in our povir plants except for
some rather minor peaking uniﬁs that are fired with gas.

So I conclude that the Rand report is highly
regarded, but it is of limited relevance to us in Chio.

MR. BARON: Going back for the moment to efforts
on the part of the utility company to, shall we say,
persuade the consumer to save electricity, there is a prograr
“"Save a Watt." Are you familiar with that?

WITNESS REYNOLDS: Yes, sir.

MR. BARON: That is located where?

WITNESS REYNOLDS: #Hew York City, Consclidated
Edison Company being the power company.

MR. BARON: Do you have any information with
respect to that program?

WITNESS REYNOLDS: I don't have it with me. It
is contained in their annual report. Their estimated
reductions in the peak damands come about through a
combination ot,apidals to customers and voltage reductions.
So if you. examine the annual report they will show the

reductions in peak demands based on their calculations that
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are unverified and it will state that this is their estimate
of the reduction in the peak demand that came about from a
combination of their energy conservation program and
voltage reductions.

Additionally, they have had a long history of power
problems, blackouts, brownouts, along the Eastern Seaboard,
and what they are estimating today is the result of years
of exposure to power shortages. They do not differentiate
as to how much of this reduction came from the energy conser-
vation program and voltage reductions. We don't have an
answer to that.

MR. BARON: How long has the program bean in
effect, this "Save a Watt" campaign, if you want to call it
that?

WITNESS REYMNOLDS: If you are including appeals
to the public, it has been in effect for a long time. The

formalized program has been in effect, I believe, two years,

. approximately.

MR. BARON: Do you have any idea of the method by
which the formalized program works? Is it through
advertisements in the newspapers, is it through advertise-
ments on the local television channel?

WITNESS REYNOLDS: They do not promote the
reduced demand of electrical power through billboards and
8o forth. I have heard it by word of mouth. I have not been
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in New York perscnally for a number of years. I am not
familiar with it personally.
MR. BARON: What does it mean to reduce wattage?
WITNESS REYNOLDS: Voltage.

MR. BARON: What does that actually mean to the

WITNESS REYNOLDS: I suppose I could answer that.
I think Lowell Roe coculd give a better answer.

MR. BARON: Then let's let Lowell Ros do it.

WITNESS ROE: I am chief mechanical engineer, not
chief electrical engineer. I will attempt it. Normally
your system operation is to maintain a regulated voltage,
which also controls the flow of power from one system
to another. You also, by contrcl means in our sub
transformation where you get power down to the industrial or
residencial usage, try to maintain a reasonably constant
voltage for which your electrical equipment was designed
to operate.

If you in fact do reduce this voltage by two or
three percent or in some cases more, at the consumar level,
your equipment does use less power in kilowatts. However,
it is not the best operation for your electrical equioment.
You could tend to be overheating motors and burning them out

or something like that.
In effect, what you do is try tc reduce the
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voltage to the customers and thereby reduce their demand
somewhat during these critical periods.

MR. BARON: That would be an involuntary response,
of course, of the consumer, where there is just ro power to
power his appliance. Whereas the active campaign of advertis
ing to conserve is a voluntary thing, a reaction by the
consumer, something he has to do?

WITRESS ROE: That was not guite correct.

It is the voltage reduction -- it does not really cut off

+=-

power usage. It cuts off slightly the demand, such as if you
air conditioning was drawing at a certain level, it would
reduce its demand level by maybe several percent. But it
would not cut it off completely.

MR. BARON: But 1t reduces its efficiency, wouldn'?
you say?

WITNESS ROE: Yas,

MR. BARON: But neither of the two of you have
any knowledge 2s to what significant effect this campaign had
with respect to the conseivation of eclectrical power in that
area? Do you have any knowledge as to what
percentage cof electrical power was concerned, shall we say,
&s a result of that campaign?

WITNESS REYNOLDS: I am relyinc on an unreliable

MR. BARON: It has basen pretty good so far.
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WITNESS REYNOLDS: Thank you. If you have the
annual repcrt, could you help me?

MR. BARON: I don't have it. Is it available to
vou somewhere nearby?

WITNESS REYNOLDS: No, the public library has
it. I had best not answer the percentage they mentioned
in our annual report.

CHAIRMAN FPARMAKIDES: Come again? What is the
answer? Would you reread the question, sir?

{(Whereupon, the reporter read the record, as
requested.)

WITNESS REYNOLDS: I don't have the annual
report before me. It is a combination of voltage and
reduction and ~- it is not specified how much of the reductiog

is related to that and I dcubt if Con Ed knows thamselves.

v

MR. BARON: Do you have any knowledge as to whethei
they are still pursuing this program <f conservation?

WITNEES REYNOLDS: I assume they are, but I don't
have any personal knowledge that they are doing it at the
current time.

MR. BARON: Let's return to these interrogatories.
Something with raapeét to the industrial development
department at Toledo Edison is in Question 2§ of the
interrogatories and in the answvers given it indicates there

are spproximately four people in the department and it has
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been a consistent number fraom $8 to the present time.
Also that the annual budget has varied between $70,000 and
$90,000 and this last year was close to $90,000.

WITNESS REYNOLDS: Yes, sir.

MR. BARON: What is the function of such a
department?

WITNEZSS REYNCLDS: The function of this depart-
ment is to pramote area economic development.

Particularly in the rural regions we have had esignificant
out-migration of population over the yearse. In fact, in the
decade ending in 1965, approximately, the Toledo metropolitan
area had very significant out-migration of peopulation.

Job opportunities were not in the Toledo area. It
was esimply not Boomtown USA. It suffered a population
loss to the south and west. Corporations were leaving.

We had a severe unemployment problem.

Of course, we are related to this economic problem
that we were experiencing in our service area. It is
because of this experience during this period of time
that we continued our -- actually expanded our area develop~
ment program,

MR. BARCN: Is the functioan of that department to
keep people in the area so they don't move away from Toledo,
shall we say, and to assiét these companies which are having
difficulties in modernizing their equipment and in directly
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" already been customers of Toledo Edison, wouldn't they?

making use of more electrical power?
A WITNESS REYNOLDS: Essentially that is it. We

provide them technical advice with respect to locating in
Northwestern Ohio, facilities that are available. We try to

match up the supply and the demand for structures, what-have-

¥We do encourage economic development in our

service area.
MR. BARON: These could be companies which had

WITNESS REYHOLDS: Not necessarily.

MR. BARON: Bnt whom you would hopes to promote
as future customers of Toledo Edison?

WITNESS REYNOLDS: Yes, sir.

MR. BARON: I would assume that implicit in the
afforts of these four people in that dapartment
is to see to it that these new companies or old companies
vhich you might help relocate, plug into Toledo Edison's sup-
Ply?

WITNESS REYNCLDS: Yes, sir, we promote on a
national basis,as do most other power companies. Area
development is 2 national preogram, the net effect of which
is probably zero. It is a defense mechanism to an extent.
I say the net social effect ic probably near zero
because everyone is doing it. Every state is engaged in
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this in one form ur another and there are probably no new
jobs created on a national basis. But we got into this and
stayed with it because of our concern over the loss of jobs
and population from our service area.

S0 if we are successful in landing an insurance
company, which we would love to have, it would increase
employment and population or keep it from being reduced as
rapidly.

MR. BARON: And, of course, that insurance
company would probably sign a lease ~- and I am just suggest-
ing this -- for the construction of a large office building
which would be all electric powered, wouldn't it?

WITNESS REYNOLDS: I can't answer that. It could
be steam, which we can sell them, too.

MR. BARON: 1In this department, this the one which
has a site saervice, is that the idea? Do you give cosmmunity
profiles of the particular community?

WITNESS REYNOLDS: Community profiles are
distributed by Toledo Edison, yes, sir. These are tha
rural coomunities where our efforts are particularly well
receivad. These rural --

MR.BARON: Where there is room for expansion
and development?

WITNESS RPYROLDS: Theres is room for improvement

vithmspect to out-migration of their young. The young people
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graduate from high school, jobs are not available, and they
leave the area. This is one of the things that brings
on this concern.

MR. BARON: Would the existence of a new plant that
can supply electrical power be one of the selling points for
industrial developmant, economic development?

WITNESS REYNOLDS: An industry would not want
to locate where there is not power available,
for obvious reasons.

MR. BARON: So that with the projected construction
and completion of the Davis-Besse Plant in an arsa which,

I assume you will agree, is at this moment pretty wide open
aﬁd unpopulated, there might be room for Toledo Edison to go
out and solicit development and construction by companies
novw that we have the sourca of electrical power?

MR. SILBERG: Mr. Chairman, I would object to that
question., Mr. Baron wishes to get into questions of
population growth in a largely agricultural area and I think
that matter has been resolved in this hearing.

CEAIRMAN PARMAKIDES: Mr. Baron, what is the purpose
of your quc;tgon, sir, in light of Mr. Silberg's objection?

MR. BARON: The sale of electfiq ?oyar. Mr.
Chairman, and all the methods by which it happens -- the sale
of electrical power when it ia being indicated that there is

a shortage of it, that the projections are that there will be
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a shortage of it. I think by the same token we have to lock
atvhatniqhtbointh-vindinthouyanahadontbeoppo-
site side, what will be done or what is baing done, what is
being contemplated to sell electricity, so as to justify the
statements that there will be a shortage and, therefore,
we neced this plant.

CHAIRMAN FARMAKIDES: You are framing your ques-
tion from that viewpoint?

MR. BARON: Yes, sir.

CHAIRMAN PARMAKIDES: Answer it, sir,

(Whereupon, the reporter read the reccrd, as
requested.)

CHAIRMAN FPARMAKIDES: Mr. Baron, rephrase your
question, sir,

We will take 2 l0-minute recess and come back.
In the meantime, rephrase your guestion.

(Recass.)
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MR. KARMAN: We can atart, Mr. Chairman,
4 CHAIRMAN FARMAKIDES: All right,
| MR, CHARNOFF: Mr, Chairman, two related minor
procedural matters.

We will have a represantative from the Cleveland
Electric Illuminating Company advertising department here
tomorrow morning to respond to the cross-examination ralated
to CEI, and with raspect to the inguiry about the
Exhibit No. 1, the 50 ways to save, we have recsived the
following information:

The Edison Company purchased 11,500 copies from
the Theodore Davison's, Inc., in North Carolina. They
purchased 7500 in May of 1972 and 4000 additional in March
of 1973; It vas originally published in June of 1971 by
the Carolina Power & Light Company. The advertisements with
respect to the document inviting members of the public
to request copies of it were published in July and August,
1972 in five newspapers. The Toledo Blade three times in
July, and three times in Aucust. The Toledo Times
three times in July and three times in August. The Bronze
Roven, Aron News, and the Toledo Jewish News,
and we do not have the numbar of timas they were published
in those available,

There were alsc a& series in 1972 of TV and

radio advertising the availability of the document. It is
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still available on request. 9500 of the 11,500 copies have
been distributed,

CHAIRMAN FARMAKIDES: Thaak you, Mr. Charnoff.

Mr, Baron, does that answer the guestion you
posed carlier? we s have that testified to,

MR. BARON: I am willing to accept it as testimony.

CHAIRMAN FARMAKIDES: WwWould you then continue,
sir, with your questions?

MR, BARON: Yes,

We were talking about this area of industrial
development department of the Toledo Edison. I have several
publications, as I would call them, obviously printed by
Toledo Edison which we can offer as exhibits, and then we will
ask the witness to look at them.

CHAIRMAN FARMAKIDES: Could you mark them, sir?

MR, BARON: Do you want me to mark them?

CHAIRMAN FARMAKIDES: Yes. How are you offering

MR, BARON: This one will be known as the Toledo
site service, We will call this Intervenors' No. 1.

MR, CHARNOFF: I am sorry. I thought we were doing
it without any appellation as to whose exhibits they were, and
we would just take it as Exhibit 1, 2, 3, and 4.

CHAIRMAN FARMAKIDES: No, excuse me. I was

saying that each of the parties would identify their own
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particular exhibits, but we would not distinguish between
issues.

MR, BARON: So then I wil) mark this Intervenors'
Exhibit 1. _

What I will mark as Intervenors' Exhibit 2 is
entitled "A Community Profile, Defiance, Ohio.*

CHAIRMAN FARMAKIDES: We need three copies of
those.

MR, BARON: I am sorry, I don't have ther

CHAIRMAN FARMAKIDES: The Board has to have coples
of those. Otherwise we can't ses them, Can the Applicant
get them?

MR, CHARNOFF: I am sure we can get them, hope-
fully this week, and we will make them zvailable to the
Board and the other parties.

CHAIRMAIN FARMAKIDES: That is an offer that
you can accept, Mr, Baron.

MR, BARON: I do.

CHAIRMAN PARMAKIDES: But we are looking to you,
sir, for three copies for this Board. That copy will go
to the public proceadings and the reporter will please send
them as part of the package to public proceedings.

MR, BARON: For purposes of the hearing now, he
can use them, Intarvenors' No. 3 ie entitled "The Location

with the Winning Combination, Northwesteran Chio.”
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Intervenors' Exhibit No. 4 is entitled "North-
western Ohio, Land of Good Living.*
(The documents referred to were
marked Intervenors' Exhibits Nos, 1
thru 4, for idemtification.)

MR, BARON: Mr, Reynolds, I would like you, if
you would, to take a look at these items.

Mr. Chairman, the reascn we dicdn't have more
copies available ig that this is all that were made avail-
able in response to the interrogatory.

CHAIRMAN FARMAKIDES: But you understand our
position., It is very difficult for us to --

Wrmees ROE: Mr. Chairman, may I clarify that?
These were . uva to Mrs, Stebbins due to a visit at tha
offices of Cleveland Electrical Illuminating where she had
requested these documents we had listed be made available.
She had asked for a copy of this material, and this is what
we supplied to her, was a copy.

CHAIRMAN PARMAKIDES: All right., Fine.

MR, BARON: Mr, Reynolds, these are publicaticns
of Toledo Edisom, is that correct?

WITNESS REYNOLDS: Yes, sir,

MR, BARON: And these are publications that
really are coming out of the irdustrial development depart-~

meat?
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WITNESS REYNOLDS: A point of clarification. It

2 ; is the area development department, It is not limited

3 | in scope to iandustrial development,

4 | MR, BARON: Okay. Do you have any personal

B involvement with these publications?

" WITNESS REYNOLDS: Very little., I am sometimes

7 asked for population data, and I furnish these as input

8 to the community profiles. This other information you have
9 provided, I have had nothing to do with,

10 CHAIRMAN FARMAKIDES: Excuse me, Wwhat information
1" are you identifying that you have had nothing to do with?

12 For the purposes of the record, please speak clearly.

13 WITNESS REYNOLDS: Intervenors' Exhibit No, 1,

14 || Exhibit No. 3, and Bxhibit No. 4.

is CUAIRMAN FARMAKIDES: You have not had anything
16 to do with?

17 WITNESS REYNOLDS: I have had nothing to do with
18 these three items,

1n MR. BARON: You have, then, by way of omission,
20 had something to do with No, 27

21 WITNESS REYNOLDS: Yes, air. I sometimes furnish

the area development department economic and social data on
the communities that we serve,
MR. BARON: Mr, Roe, do you have any familiarity

with these?
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WITNESS ROE: Only very generally in that I

recognize what they are, I have had nothing to do with their

preparation or their contents.

MR, BARON: May I ask you, than, either one of
you, in your opinion as onployoes‘ot Toledo Edison, what
are the purposes of those brochures?

WITNESS ROE: I can offer an opinion. It is
essentially information sheets concerning, in the case of
Exhibits 1 and 2, a specific area within our service area,
and Exhibit 1 is more related to the available industrial
property of the Defilance area, Exhibits 3 and 4 are
general information pamphlets on Neorthwestern Ohio,
which is essentially our service area,

MR, BARON: Would you agree that they are also,
shall we say, a subtle solicitation to industries and
developers of homesites to look at this area that is
available, "We have water, powver, rail lines, roads"?

MR, CHARNOFF: Mr, Chairman, objection. The
witness has testificd that he has not prepared these docu-
mente, They speak for themselves and we are perfectly
prepared to have thase documents received and let the
Intervenors express whatever charactarizations they wish,

CHAIRMAN FARMAKIDES: That's correct,

MR, BARON: I would like to offer those

as exhibits,
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CHAIRMAN FARMAKIDES: Any objections?
MR, CHARNOFF: No,
MR, DAVIS: No objection.
CHAIRMAN FARMAKIDES: They will be receivad as
Intervenors' Exhibits 1, 2, 3, and 4.
(The documents heretofore marked
Intervenors' Exhibits 1 thru 4, for
identification, were received in
avidence.)
MR, BARON: 1Is it possible, Mr, Chairman, that some
representative of Toledo Edison could be made available
to go into this area? Again I submit to the Board that
the direction that I am going in is<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>