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o MR, BUCHMANN: I will cali Myx. Williams,
—
> g plaase,

} ;
i q Whareupcn, ;
- HARCLD L. WILLIAMS :

f
a wzs callad as a witness on behal? ¢f the Acn ilcints, |
3 i

- The Cleveland Eléctric Iiluminating Cormpany, aad havinr bzea :

first duly sworn, was examined and testifiod as follzuis

v s

i DIPECT EXAMINATICH

EY MR, BUCHMANN:

e
i1 Q Would you state vour name and address for Lie
' §
12 receord, plezse,
i
o A Farold L, Williams., I am with tha Clevzliand Electriti:
s i
: .
i B L 'y b o !
1: Illuminating Commany. 55 Public Squzre, Clieveland, Chio, |
i |
i o s o :
. 2 in what. capaciiv? ;
I ’
* i A Executive Vice Presidant,
!‘ , . - P
9 1 Q. When were you first emoloyed by the Tilumir ating :
¢ ! !
Company? i
10 |
A 1947. |
16 g

Would you brierfly tell us your smployment nistowrv

p .

with the company?

A I started as a junicr =2noinesy in what is uw tae

R

0

k System Planning Engineering Depertuwenz., I went throucn &

series of position in engineering and serxrved for a sucrt

Y

time in the perscnnel department, T was manager of thc office |

e
L4
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Pvilding zervice departient znd bach =n snginearing a: nanager !
t i !
i :
i Of distriduticn.
2 i!
{ Then civil machanieal 2nginwer., In 1352 I
4
{{ became vice przsilent: of angineering and in '74, srecutive
il
-’ .
1' ]
{ wvice president, !
5 .
Q What was your dutliss 23 viee president of
e ;
engineering? :
A As vice president of anginecring i was resnonsible
8 , ; N
for all of the plamning uf ths glectrical system, the onginesrihg
4 : . : |
and design of the whole svstem and the varieus parzs ¢f the i ‘
10 |
systen,
T , | |
Also for all of the construction that was <one by i |
i
12 i
contract crews, i
12 ‘
- {
Q What do you mean by “conkract crews™? i
14 . i
! A The constructicn of the company, much of & is
15 ) i
| done by our own employees z2nd much of iz is dona by hiring |
16 ) :
contractors, The hires -I zz.cractors was under my |
i7 3
g respensibility as vice president of enginearing, bue ti:e :
18 : . f
| company employee coastruction peogle were under the vi-o= i
1% !
praesident of operaticas. ?
20 , : 1! §
Q When you talk about the engingering of the wacle ;
21 ‘,
sytem, it includes generation as well as transmigsion? :
'& 2 - Ll - ’
A It was the overail design of the system, and then !
3
of the individual parts, tae gancrating plants, transiiszsion ;
24 H ol _ . ?
lines, substations, distributiosn lines, TFgzacera, Righi dowm ’
25 g W |
to individual customer installaltiens, j
i
|
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Q What were yvour duties &g z2xecutiv: vice-
president?
A A3 executive vicowprasident I'm par: of a three=~

man top managewent office, vcou mignht savy, consiscing of
the president and two executive vice-presidants.

He have the overall poiicy-meking
responsibility for the company. W¢ also divide the individuzl
aligned responsibilities for the various areas within the
company among the three of us,

I have the specific res lity for enginesring,
which includes everything I have described. That is,the
vice-president of engineering reports to me aad alio he
responsibility for technical and administrative service
which would include purchasing, the computer oporatiors, the
office bullding operation, nuclear gquality assurance
Miscellanecus things of that sort.

Q Would you tell me oriefly what your educatd mal
background is?

A I was graduatad from Tufts University ina
Bedford, Massachusetts in 1947, I started with the
Illuminating Company immediately on graduatisn,

I received a pachelor of sciencs degree in
electrical engineering., I received a master of scien-a
in industrial engineering from Case Institute of

Technology in 1952,

T S ————————

S




G ArZe you a membar of professional organizations

cr societies?

& I am a member 2f Cileveland Eanginesrifgcicciaty
and Naticnal iet,;” of Profansional Exoineers

Institute ¢ ZElectrical Dnuineseriag.

bl
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Q Are you familiar with the CAPCO s:iacuitive
A Yes, sir.

Q What does it consist 0i?

A Basically the chief executives ¢ zh=2 Iiv:

CAPCO companies or the foar CAPCZO companizs . denendi

whethexr you consider Chio Zdison and Penn Power =23 0.3

two.

Q Have you attended any of those mastings?

D]
Q
a]

A I have attendzd virtually every meeting of

the CAPCO executive committee, including informal me:tings

before it was officially organized as a committe=.

Whenever the chief executives mezt, evan back in the

vimes

of the negotiations of the original memorandwn of unier-

standing, I was taken as part of the staff. as the

chief executive.

I would almost say ac everv meeting. The.

have been one or two I may have missed for one rzaso:

another, but virtually every mesting.

Q Why wers you at these meetings, if vou we

the chief executive?

A Typically each of the chief executivses br
to these meetings a staff cf people. The stcaff would

ordinarily consist of an engineer, a lawyer, special

any of the fields for which thers was an item on the

There seemed to be always scmething on the agenda io:

mpany’

n

1gs
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angineering and planning as ~-- 2ad as viece prasidanc of

angineering I was the koy staff irndivideal In that arlza. !

O Did :he ctier companizas also bring staif?
A Yes., Typically the same sort of group frum each.
Q You referred to th2 negotiating maestings ioricr

to the execution of the memoranduwn of 'wmdsrstanding. Eow
did CEI get into this situation? How Ild it come “2 ba in
CAPCC?

A During th2 mid-'6C3, techaclogy was sxpanding very
rapidly in the power field. Large generazing units
were becoming more and more available 20 muea wouas :cononllc
costs per kilowact than the smeller nnits chat we ge 2 all
buying. We felt there wcoculd be conziderable Gcecacmi.s te be
gained by grouping with other psopiz in order to jus:ify
the construction of thess largar, more economizal un.iis.

We also felt thzre would ba aconomies in uperat.on i

and increased reliability of the power system by coondipnated |

activity. And so out of this was crowing really arciad 5

LA 1)

uu

the country a nunber of groups trying to cake advant 3¢ ©

these possibilities, and one that we ware interectsed in obviouuly
consistad of CEI and the companizs immediately adizc at to
it.

Q Why didn't you just build these large uni:s

vyourself?

0
i

A The size of our syatem in relation o the size
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the units that were available was just nct big ercugh

0 sustain thesz largz oait

&

You have the zroblam, of cocurse, when vho unit is
nff for maintenance. and you have to heéve raserves - cover
it. If it trips because of fauli or troubie, you har2 to
have capacity to cover iz,

Whan ycu have first put it in, it may ba 00
large. That is if it is fouvr or five vears® load graowth,
you have to put it in four years LeZore vou meed all of the
kilowatts, and you have ©o carry the cost for all this
time. UWhereas if you get a large enough system with one
vear's load growth, it is considerably more econenic:l and
you can alsc afford the loss of it.

Q You refarred to coordinated activitr. wWhi= did v
mean by that?

A There are a lot of Jifferent kinds of aat- vitizs
that can be coordinated efficiently among ccmpaniss. One of
them is the overall planaing of the systcom. That is. whao
kind and type and size and location of generating pl:iats
is appropriate. What transmission is necessary in oider i
get that to the load. How can wa operate most 2fFfic. wntlv.

And if each of these ¢
separately, you get a different result than if vou we -k
together and coordinate or plan together for what wi.l be

optimum on a2 total basis.
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i Q Why did CEI, in tzrying to set up scmething of

2 this sort, deal with companies with which it did de2.? That
;;; is8 Tol2de Edison, Chio Edisen, and Duguesne, rathayr :han

3| somebody =zlse?

3 A The cbvious thing, of course, is to deal 7ith

€ companies close by. If you are going to have cocrdiazted

7 operation, ycu need to have iaterconnactions so that you can
8 | bring power in and out of the system. Thay are como:nies

a ! with wnim we had been doing business., Ve had had in:>r-

3 connections with Ohio Ediszon, for example. for 10 ye.rs,

11 or something like th:t.

12 So it was a natural to develop those rela:icn-
13 ships and to use both the peopla r2laticnships that iad

?;! been developed, and more importantly, the physical

15 ! facilities that wvere thera, and the poteaszial for fu-cher
1G facilities with those pecple that were close by.

17 Chio Edison surrounds CEI ca two zidas,

ia Q I was about to say you have interconnactions

19 with companies other than Ohio Edigon, do vou not?

20 A Yes. I started to sa? Ohio Ediscn surrouwids us
21 on two sides. Lake Erie is on the third side. 7 .e

22 fourth side is the Penn Elactric Ceompany, zué ve hal Jone
23 planning and construction with them in the conscruct-icn of
24 the Seneca Hydro Plant. PJM is the

25 Pennsylvania, New Jersey. and Marvland Interccanectlion,

|
i
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1 It was operating and quite large. The lo~ieg of
2 adding ourselves to think gravup seamed small, |
3 Q | How many companies ar= zhere in the PIN g-oup, :
. 3 approxinataly?
. 3 A I don't know, but it is wore than a dczen I would
6 think.
y i Q Did you make any effort to initiate dissuisicns
3 with the PJM pool?
S A Yes, we broached the questicn of joining I és sitjier
10 a2 regular membar or under some gort of affiliate arr.ngement.
11 Discussions showed, in shor<, it wasn't 2 practical r feasihlp
12 thing to do.
i3 Q Did you consider including any zdditional
a companies in the CAPCO group keyvond the five that arc
:5! pPresently nemcers? é
6 A Yes, there was a lot of consideracion of variens ;
i= groups. As I mentioned, about that time a lot of ¢i farzcit 3
18 groups were forming around the country. Thara was s a g
‘9 considerable consi‘ .ration of Cincinnati and Dayton ie2iag |
20 associated with the group.
) 21 The companies along with Cincinnati ans D: vion
22 and American Electric Power and guite a number of otrars
. - formed the ECAR group at about: the same time,
" il ECAR has a relatively narrow purpose, bsi- g
- “ primarily reliability, but it is a multi-state group.




1]

o

g B B

nN
(8]

Q What abont the other utilities ia QOhio?

Did you pursue anything with Cincipnati =2rag

-

A Wa pursued scme discussicas, bu: fairiv -»arly

O
o
e
Fort
e
1<
w
(o}
q
]
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e
b
o

in the game Cincinnati anc Dave
discussions and joined with Columbus in what L3 calload
the CCD or Cincinnati, Columbus, Dayton pool, ani th:.se
three companies did some joint construction separate “rom us.

Q What about Chio Pcwer?

A Ohic Power is part of the American Zlectric Power
system. Basically the Amarican Electric Pewar sys:ia2a. which
is under one ownership, is an integraied system &s roaghly
the same size as CAPCO. It appeared to b2 doing fine, and
able to take advantage of the eccncmies of zcals and
coordinated operation and so con, without anybody elz: addad

co their grcup.

Q What about the Michigan companies?
A The Michigan companies were pcooling togat.ier

also, specifically Detroit =discn and Consumars Fowa..
Their approach was a little different. I guess svar-
group's apprecach was different.
They seemed o be pretty wa2il ccordinated.
the twe of them, aad acain the two of them combined 'are
of a size that could utilize the largest generacing couignent
that was then being proaduced.

Q I was going to ask you that. If von get w2

s O S e —— o
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organization which is able to use large gonoration to gac
the economies of scalzs, wav wouldn’t iz ks of bLerafit wo
it to coatinually 7et biggex? !
A There i3 a poiat of diminishing returns i1 two

i

regards. As the units are gecting larme, ths Zenzfiliz 2
still making them larger tager out.

Secondly, axd maybe more importantc, technically
there is a top size limit that g2nerators are mode. Currently
vou can't buy larger than 1200 megawat:ts. Mt the Liu2 the

limit was about 1000.

-

And so althoucgh therz ware extrapolatic:

&

P )

intc the future, of course, averviody was forecastinc
future growth. If you had a peel that could use 2 1000

megawatt unit at the time CAPZC was organized in 12857,

=

.
454;\'3 -

you had about the largest £zasible

(]

To make it larger produced no benafits and,
of course, would produce complications in tems of tlz more

people in the act, the morzs difficult it is to conrdinate.
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Q Yhat, by the way. is the total load of +the
CAPCO companiss now, approxivatsly?
A Around 10,000 or a lic:le cver,
Q 10,000 megawatts?
A Megawatts, yes, excuse ma.
0 What do you mean the move people that are in the

act, the more difficult it gets?

A You know, in any human endeavor, if ¥Ga hava several

people with different individual positions, and you Lry tc get

them to werk together it becomes more commplicatad, the uore
parties there are,

Each company has differcnt cbiectivez, diff=rent
history, different facilities.

As you try to bring these tegether the more

different pieces you have, the more different points of view

you have, and the more difficult it is to reconciic.

Q Can you then briefly descrike to me vw.:at :he
agreement was, what the CAPCC agreement was, what deal digd
Y2Uu make?

A Well, the so-called memorandum of underscanding
which, as you know, I think is a »ither long complicatced
memorandum, 30 or 40 pages or some such thing as this, but
the essence of it was we agreed to several thinys.

First,ws agreed :o one-system planning, That is,

we would plan the CAPCO system as i7 it were one group.
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We would determine the gptimum gize of censcators,

the type, that is
or whataver, on a one=systam basis,

we weculd dagarmine tha location o7 ic¢.

Ye would determine thz transmissicn, as L2 we ware cne systen,

Then we would determine how to alllcesate the cwnewshir
responsibility and the operating responsibility and s¢
foerch, among the parties in as equitable a fashion as

pcssible.

.

We descridbed in some detail what chose

e
¥ 2

>
o

meant., We outlined how we might cperats. Wa cutlined

the basés of operating for all these rasponsibilities,

We provided mechanicm for withdrawal from ¢

for any company that wanted to de that at any future

time.
We provided for compulsory binding arbitrati
to resolve differsnces.
Various cthar legal and other thinga.
Q How are decisicns made in CIPCO?
A The decisions are wade basically by

unanimous agyreement of chief executives based on

studies and analyses worked up by a whole series of

commi ttees,
Qe Why did vou raquire unanimous agraemenc?
A We require unanimous agreement.

because, basically, each company insiszed from the

[P ——
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beginning, and still do=s:
separate and indepencdent. UlNene i the companies is willing
sesvdonsibi ity

tc dalegata to any of the

maxing its cwn corporate decision as o where it iz golng

v

in cenerzting

to spend hundreds of millions cf
capacity, transmigsicn llnes, =t cetera.

We have said you can dewvelcp :thae plang, 2t ocera,
but before we implerent naything we much 2acih of us agree
this is to be done,

option cf withdrawal, 17 you

de -
c..k.\"‘

There is zlways
den't want to or can't agree,
We can't agre2 now that by & four 4o ones veciz, ve
will decide where a generating plant will bhe buile in 1287,
and then CEI, as a dissenter,
to pay for the thing anyway.

We weren’t willing to go that far, and none o
the cother parties was willing %o either,

Q Did vou in the == lst 3 withdraw that,

You talkad about allocating cwnaershin

rasponsibility., I presume money follow cwnership

responsibility, in a sanse?

A Yes.
a How do you dec that?
A Basically, the mechanism works like this, lor sach

genarating plant or each geperating unit, we zet up a

T A S ——
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joint bank account., One cumpany is desigrated by

nutval agreement as the company te be resnponsibla feor tle
desion, constructicn and operaticon of the olani., Zan
moanth, cor scmetimes two or thrze Limas a2 monch, as Cas
are tc be paid, they czli for :zach of the companies o
pay into the 3joint bank account a certais total aonay;
and then it is allocated in percentage accor<ing Lo tha
percentace ownership in the plant.

Each pays this money into the Joini bank account,

as one

W

and the ccmpany who has been designated in advance
one responsible for design, constructicn ard

operation, writes out the check from the joint bank account

to pay the bills,

Q How do you decide how much each company will
put in?
A This is determin=d by the percentace cwnershlp

that has been agreed upon.

Q How do you decide what the percentage ownersaip
is?
A We allocate the capacity on tha basis of a

rather detailed procedure which we call for short P over N,
I don't know to wha:t sxtent that has been

explained, but I will go on and you can ask if you l1lika,

e

The P over N calculation is/rather sopnizticated,

technically acvanced, mathematical concept which determines
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13

14

15

by trial and error an allccation of capaciliy. gcuch Lhau
each companvy's contributions to the pool divided pr tnels
ia other words, the ratic- ¢f

take from the pool ~-

peogitive to negative use -7 peol

equal,

This ratic zhould bs agual for each of the
coipanies., The generating capacitcy iz juggled cn papvszr.
That is,the allocatioan is juggled cn paper, until ws wat a

situation where that ratio ig the sama for all sompaniaes,
Then that hecomas tha final allocation »f

capacity. Each company agrees to own that number of megowatis

or that percentage of the unit¢, so as to preduca that

result.

Q vhat was the cbijective in krving te o2t that

ratio equai?

— o ——————

OSSR ———p———

0 e O S B ST, A 8 A P -

T IS—.



A The objective was to create 2 fair and equltable

i

distribution among the parties cf the finuneclal responsibili:

and operating rasponsibiliity for maintaining the casacity i

4 within the pcol. |
. 5 Q Did you consider any oth2r methods of acccwplish-

G ing that result?

7 A Yes.

& Q What kinds?

9 A We considered and rcther quickly rejected

10 a couple of systems that had baen used years ago. 8-y at

11 the time of World War II, two simple svstems that were being

12 used by scme groups were so-called equal percent reserva,

i3 where you look simply at the load and capacity on =hc

< i highest load day of the year, and ignors all of ithe rast cf !

15 | the days of the year. Ignore the maintenance schedules,
|
16 sizes of units and a lot of otaar things, and make it ;
17 equal percent reserve on that day,
18 We rejected that as ignoring many tco wmanv factoc;f
19 Another approach was the outage of the Lavjestc 3
20 unit or outage of the largest two units, which was a
" 21 simplified approach many companies had used. 7Thau takas
22 into account one more factor, but still omits 2 lot.
23 We looked at another, more complex, nore comolete
24 W approach which incorporatad z11 of these various factors
25 that need to be considered, and inscead of
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ratioing megawatt margin days, which is what the P/ «

n

tion does, we tried to just lcok at th2 aumbar 2¢ da
that a given company would call on the resources of =«ha
pecol.

We found that this was much better. It Zook
into account these various factors. As a maiter cf jact,
it was used to come up with the numbkers in the original
memorandum cof understanding. It didn't determine chan,
but it was used as a factor along with judgment to cone
up with the original nunbers.

The problem with that was if vou uzed ~-- Looked
at only the number of days usa ©f the resources of the
other members of the pocl, it ignored whethar <hat usa
was one megawatt or 1000 megawacts.

We felt it needed toc be the megawutts tines Lhe
days as the measure of the use.

Ig ignored also ccatributicns te the resl. and
we felt that was important. We put that ail together
and came ur with this system we call P/N.

Q At the time we are talking about -- what time
did you have these negotiations? When was that?

A About 1967, I believe.

Q At that time was there any dissinilarity in the
configurations of the systems of the several companics tha:

were involved?
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A Yes,there ware a lot cf factors :there azc
different. Some, for example =-- Duguesna Light, alt. . ough
the second smallest systam, had the lzrgest ual:.

Toledo Edison ha2 a numbar of wnixs vhich ware
unusually reliable. Their forcad outagse rates werz .owvar
than virtually anybody elge's. [t had keen their orictico
over a long basis to build a parciculariy hich
reliability into those units.

CEI and Ohio Edison had alrszady 2antercd iate an

agreement fcr sharing of capacity between our Avon ¢ Urit and

their Sammis 6 Unit. Each of these wers unigue to tus
companies.

There were other factors in terms of uaic
size, reliability and so forth. We all feli thece
factors nesded to be taken into account in whatcvor
allocation system was ultimately adopted for the poo ..

Q You made referance to Duguense being tthe ozoad
Smallest company. Was there much variaticon in size rong
the companies?

A Roughly then and now Ohio Edison i3 10 pe_csat
of the pool, CEI 30 percant, Duquesne about 17 cr .3, and
Toledo 12 or 13; something like that.

Q When you say perczant of the ponl, wihat do you
mean?

A Percentage cf load, I meant.
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At the tima you were negetiatiag ¢his wyze
any consideration mads of having othar rombers 2o her
investor-owned utilities suzh as muanicipn) eperaition

A We really didn'%t civa
2o that, no.
Q Why didn't you give 2ay atiention te than
subject
A

The purposs »f

purposes, but he primary purpose was the peoling
generation and the coordinaticn of intercomnectad -

The only municipality with any sionificant

amount of generation in the service territory cf aav

was the Clev:2land Municipal Svstem. At that Lime e
even intarconnected with cthem. So :thers secmed no

logic to talk about cocrdination of an interconi ot .
that didn't exist.

They =lready had twice as muca generation

So there seemed to be no logical reason why w2 would
consider that particular one.
Anybody else with whom we were intoracnnec

either had no generation or very asmall ganeracion, i

< 2 gl e .
this puel -~ Lhere wers s3ve

of us

-

o2

a3 JLcek.

2 3
-Lea

would have been an insignificant part of ths total Group.

So there seemed no logic to incerseorating =

a;“;l

cther smaller systems.

1]

SRS———
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1 I already irndiczied why we didn't 2dd 5 =nn- !
2 sylvania Electric or Ohio Cower or zoms of :hass okl
3 largar groups.

] 4 Q Did you nonethalasr run shudioes as o thn impact i
5 of your methed of alleeating cwnership upon zmalli sy.isms? é
G A Yes.

7 Q Why did you do that? !
8 A We could foresze the possibility at seme “ira in l
R the future that the Claevaland Muealcipal System wigas wane i
0 an interccnnection. When and if they waunced cne, and wore
i1 tied in with us, they might want €5 be affiliz=ed with zhe
12 group. We felt that whatever system we devised from tue
3 beginning ought to be designed io give a fair and squitable
14 basis under whatever circumstances, sud so we wonted co teet
¢ i our system.
G The one that we ultimately call P/V we var=<:d i
= to test it by the extremss, and zdd 2 numbar of hypothatical 5
18 possibilities along those lines.
19 Q Did you run other kinds of studi~s on orhe-

|
40 |l extremes? '
21 | A We considered hypothetical studieg thac tioa
22 CAPCO to another CAPCO. That is a hypothetical svsten as
23 big as CAPCO and two CAPCOs, and one wher:s we riec it to
24 10 CAPCOs, which would have bseen comparable to the whole
28 i United States.




It was almost ridiculcus, »u: we Jdid
to test the reazonaklen=ss of tiiz methous wa
Q What dic cthcsoe
reasonahlaness of zihie med
A ws felt they showed the P/ eysvem v

- 3

the most reasonable systeam we could davise az a2 nethod of

fairly allocating responsibility for gerearaiion cmen’ the

parties.

Q Dién't the study with »zsocet to th2 Clevaiand
test case show that it ~- that method would ingose vory
large reservas on the City of Clavaland?

A Yes, it did. But bazically one of che factors

was that the City of Cleveland ha

of fact, their largest and most =2£fficient wais
in size when their load was many <Zavs less

Their peak lcad wasz something lilke
naturally, the gutage of an B5 msgawatt unit,
running with 100 nmegawatts of lecad.wsculd pui a
drain on the rest of cthe poocl.

If you are going %o have equal rTatio ¢ consribu-
tions to the pool to benefits,then whan you puc o hewvy
drain on the pool, you have to have a2 hcavy dis uiion
on the other days. That means more caserva.

Q Why would it put a heavy drain on #he pocl?

The typicel way to operate an interconnec:zed
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gystem would be tc operate wiith 2 relotivalv zmall

operating ireserve,
That is reserve on the line ready =0 sick

a moment's notica., kalavively small -~ vell, uwader

ECAR rules, it is now 7 percent or somethiug Like mhot

If Cleveland Muni, with 2 load o7 100, cpamatad wisk
7 percent reservae, they would have 137 negawatis of
capacity ca the line., If 85 is on one unit

and that unit trips kecause of the troubia on #iha iins
they are able to carry 2353 megawatis on cheir om 2V

and the balance cf the load, i3 magawatts cowes in

interccnnectica.
That is what I m=2ant by a heavy drain on

interccnnection. It would be imporiing thres-gquarte:

their total load on the intersonaection ar from the lacer~

connecticn.
Q Now obviously, the ccapanics went ahead
executed the memorandum of agroamxent.

A Right.

Q And have been operating undar that ever 5iam:
A Yes.
Q What, if any, do you Zeel from the poinz cf view

of CEI are the advantages to CAPCO viewing it froa now

rather than back in thoze days?

A Looking back zt tha adventages ¢’ Cap:s,

o

V-
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We have saved mency in crancmigeicn. 2 heave
less transmission faecilities than we otlherwisa wovls bave

naeded.

¥We have actually improved caliability., In

n
!
'-

of less costly generation and less actuzl p
transmission, the raliability of the system is Jyaaszn»

as a rasult of CAPCO.

You have thie best cf both werlds, batezr c.orvisge

and lower ccsts.

Q Are there any balancing obligations you hava
£0 undertake c¢o be a membexr of CAPCO, or as =z waunig of
your membership in CAPCC?

A Yes, there are a lot of thaem.

Q Give me soms examplies.
A First, you have 0 agrss to joint cocordinoted

planning.

You hava to gree you are going to plen e o

it were cne system. This somestimec has disadrantagos. ko

is best for CEI might not b2 tha hect fo

Ky
3]
=
©
i
0
s
0
J
L4

example.

e

mh
v

Q Can you give me an exzmple ol how that n5:1d be?

A One simple examrle dicht be waen we concliaded

. ——— .
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build the Mansfield coal-fired »nlant on ol=

the best thing for che whole group. If vz werxe &oing it
alone, we would never hzve puilt that on tha sives,

We had a plant site on the viver for yeara, ana couli aavsey
Justidy buiaidiag it.

wWe agread to build a plant tbhare; which is not

what we would have done as an individual.

Q Can you give me som2 of the other obllgations
A One-system planning. The agrecnent %o allocate

the ownership and operating rasponsibilitiez aceeovwding to th
P/N formula that I have deacriked.

The responsibility for accepting jeint cwrarsaip
in the plants and for paying the billis through the joiut
bank accounts that I have described.

The responsibility for buildiang transmissior
in their own area and for paying for all of the transnisg-
sion, all of the 345 kV traasmission that is cesicnoted as
CAPCO transmission, the cost of this is shared kv zl.. of
the group.

Agreeing to nagotiate on these things 2a a one-
sys=em basis and to acrze promptly on the conciusisns.

This is a difficule techiniczl process, and when
the companies -- when the chief executcive commiitt:a

meetings are reaching an agreement, they went agrasmon

that can be finalizad very quickly, 2nd they agrez <o coms
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to the meetings ready to commii Lhelir organizacicrs,

Sometimes subject to revisew by %“ha beardi of diresctor:z, but
that can alacst be guaranteed %c¢ have an anawers vithn
30 days, and the answer is final.

Many of the agreemants are reachad ab thoe
axecutive committea and are final richt then., 7Thes chief

axecutives feel they have the responsibility and avihority

to make those decisions, so thev do.

Thera is responsibility ©o pay tha bills un tire.

There is responsibility to pssticipate in 211 of
this committea structure.
Q What do you mean by that?
A Well, the decisions that are made arc bacad on ¢
whole series of studies; and we have sowre 30-0ld

committees and task forces and suboroups and what-harz=vou.

id

It is the planninc committee, opzrating commitiece, < .nans:
and legal committee, financing, accounting, and lagaz ars
separate committeas.

There is the drafiing commitiee that drafis tha
document. The chief executives reach an agreenent 2.4
thay say to the lawvers, "Write that up for us." We havs
lawyers to do that.

Each of the groupe has subcommitices to suudy

various things. Matters like what is cost. Wwhat is

included in cocst, and what isn't included in cost.

—e -
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Bog de ycy allosate the s¢st of existing
facilities? We are going to build a new unit at RPas-laka;
what do ycu do about the pra2sent investment, in not only land,
but rail, and what-have-you.

All of these things are explored by a whole
series of ccmmitteas whose reports funnel ultimately to the

executive committea,




H Q Are thare alsc agreenments in o CAPCO
2 ; arrangement for the axchanga 27 snaruy? }
3 ‘ A Yas., . There is an crazating aoreement which providei;
4 ‘: for this and provides the wechanism by waich w2 woald Brovid ;
) | mutual backup between each sthar, boih operating cacacity |
6 and operating energy on a plamn2ad and uaplanned, that i3, ;
7 energency basis.
b And the operating agrserment spells out the Jays |
9 in which this is dons, and the vavs it is caid fer, et cateras, |
10 Q Emergancy CEI supports itself oy —ambercs 4. '
1 !. CAPCO; is that whatc you are 23y Lng? *
12 ’ A Right. If scmebedy nceds pewar now, and it is ’
13 not available, for whatever reason, CEI %ill send theu DORRYr ;
{4 ’ under the energency section or if we ara - hert, thev wilil i
15 send yg pcwer under the emsrgency section, l
1¢ ! Q It is a two-way street, I gather? ?
17 ! A, Right,
10 | Q Are vou aware that the City of Cleveland na:
19 || requested membershio in CAFCO?
20 A Yes, cir. ‘
21 3 And do you see a role that the City could Slay :
22 || in CAPCO as a member of the organization?
23 | | A Frankly, I was scmevhat puzzled when ¥ rezd and %
24 reread and restudied the proposal of the City of Clevaland '
25 ‘for joining CAPCO, because, in the sams propc2al they ap:ll out
I .
| i
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a number of other thinga they wanited, mouv of wailch ve.e

inconsistent with wambership in 2AP2H.

o1 Tell me what you mean by =iat?
A There w2s a letter and an attachimsat bauh in lace

sumner of '73 or something like that, AL eny rats. a2 latt

«
T
"

in which they gave us a pronssal for what they weuld Lile.
They mentioned they wanted tc join CAPCO, They liaz:d

specific megawatts out of specific units, thev would illksz

to have,
All of the units thoy list2d were nuclazy.
G What is inconsisient abous th:at?
A In CAPCO you agrée to plan on & ocaa~ayscan bHosis,

what is best for the total and to allccate the capacisy

among the parties on an ogqual P over N basis, and zhen zoch o

pany takes a2 sharz of every unit, as it “urns out,

The cempany doean’t decide wihich mnise i
wvnats to have part ownership in or heow many maoaws-tes
they want to take,

There vare other aveas in which they zs:ed for

things inconsistent with mamvership alzo,

Q You said that the units they desicnazed veare all
nuclear?

“ Yes.

Q What difference does it make if one of che smbes

of a system takes its owrsrship all ip nuclsar, rather than a

— - o —

S SO ——
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A If you are going to hawve a f:ir ard equicab’

W

participatica in all of the units, the way vou

W

of economy of scale is to have overbody have a chare of

a* the banefit

every unit., 1If people picik and cheese, then you can't Sustify

the large units in & particular areza.

For exampls, take the cozl=-fired Mansfield
Plant, which I said wasn't exactly whac we would have done
en individual basis, yat apparentiy it wasa't one of the

things Cleveland Muny wanted either, But if sevarszs) s us

say to Chio Edison and Duquesne Light, who arz in the sosition

o

most to benefit from a ccal-fired unit, right thers 2lz2se
by, well, we are not interested in taking a piaca of ¢his
one, then they can't justify the =conondes of scale, nd
they lose a substantial benefiz,

They loose a substantial hencfit, if we refise o
go along.

So what you have te dc is decide whether yoi lika

the whole package. You can't pichk and chcose and say, well,

feme w
-

and thi~ »iece. and this piece, it would be cven hatte.-.

So you can't operate a coordinzted operation
in the basis of zach company picking and choceing vhat is
in its best interests.

CHAIRMAN RIGLER: Mr, Williams, suppose “uriig the

e e
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rext ten years, *nere iz a substaontial influx of indu: txy
into Northern Chio and nore ia zha Duguasuz ar2e, 20 that
all-of the Northern cocmpaniac have a ten, twalva, Jlitzan
parcent lond growth and Duguesne onlw has a one puscsr e
load growth, and it is nacessary ©o Luild a lot of nen
units to serva this new industry, but Duguasna is dol:a

fine with the unies it hes?

THE WITNESS: VWhat would happen, would bz waiiing

the one system concept, putiing in the load fore: st
and so forth, the enginearing study would obuicusly ol ou

that the load was in the northern area.

Therefore, the gsneration cusht to he put n the

northern area. Thernr we would ge thrcugh the caleuiat. on 20 o=

the P over i calculation to detarmine dhe equitabls wuy %o

divide the total cost, total responsibility Zor the

generating capacity,

If Duguesne's growth over the zeriod wsra “ary,

very small , then the equal P over N calculation would

show they needed very, very little of the aew uniis,



CH/"’.I RA"&.\:" !t‘.G 4'3 ’ .
A decrnaass in leozad while

dramaticaliy?

ey had teo much capasicy
sale, purthase by tho other
Light to achieve the zcual

CHAIRMAN RIGLIER: You %«

obligatad to taie an ownerahin
units built in Norshern Ohio, yoi uvscine P/,
shedding capacitv?

THE WITIESS:
has a load growth, thev would czch noazd
new units,

I they actuzlly had = > ion, 3o
total capacicy required would B lacs than owmer

the sysztem does provide for them wo scil

interest in capacity, but to seil mecaw
would be paid by the okhar comranier in ovéar 9
that in effect they can gzt rid ¢f thnat anenzs sunec)
If they wers cn theiy own, thay caualdn’
way they can. They have a way to gobt rid of that axcoss

capacicy if their locad éecreo2scr,namaly, to sell it

pecple who need it.

CHAIR/MAAN RICLER: I'm rnct zle
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when ycu add the new units. Are thay rzquired o nurchasa
a specific share of the new uniis, evaen thougn thzy ars
engaged in selling capacity in the exizting uwaits?

THE WITNESS: Thay would not.

BY MR, BUCHMENN:

Q They would be cbligated to take that zhara in
the new uait which the P/N formula caid they siould :take.
If the formula says you don't take a share, veu don':
have to buy anything?

A Right. The P/N determines the total caparity
needed, actually. the P/N determires the total capa.ity
nzeded. You subtract from that what yvou already own, and
that determines what you take out of the nent unit.

If when you make tha2t subtraction, thw
number is negative, which it would be in the case yot '
hypothesized, then obviously you don't have to take ._:.

If what you need is naegative, vou sell instaad,

MR. SMITH: This is an important advancag: in
pooling. Ycu spread the risk of miscalculating vour lcad

among others, too. If you miscalculace yvour lcad ani you

have a market for your excess load,a place to get ril! of it,

haven't you reduced your risk in planning new capacity?

THE WITNESS: Yes.

MR. SMITH: Does that help vou in your fiunancinc?

THE WITNESS: It helps you in vour planning. I
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don't know whether it wonuld L2lp you in vour fincrnciso.
7ou mesan do28 it rake it eazia2y ro obiair Einencina?
MR. SMITH: Yes.
THE WITNESS: I woulan't taink 4t would hzve a

material elfact. Tha key thing, of couvrase, that dot:xninas
your abilicy to financs is your crzdit rating, «lat
bond rating by the reting agencizs.

I don't believe that they take a lcck 2ha.

into the detail. think i% nrochakhly

'3

I may be wronyg. 2But I
would not actually make a differeacs ia yeur bond rucisg,
which is the taing that datermises your

BY MR, BCCHMANN:

Q Going back to the recu:st of the City of Lisveland
with respect to nuclzar units, ars “hers differonces ia
the cost consequences of buildiny nuclear unite &5 < _oein-

quished from fossil fusl unita?

A Y3s. These change over the vzars, buc o

speaking. 2 ruclear unit costs more to build th=a a =35l

-

unit, but costs lass Lo operate. So =hat in weisiiine wnich

one to builad ., you have to take into accoun:s *=he co:z of

nenay.

That is what it costs you to get th: mone' o

build the plant. If your fixed charge rata i3 highe: or

lower, that will affect the overzll cconcmic study. 3y fixed

charges, I mean the cost of money, that i3 interest,

- — ——— — —————
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dividend paymants, or whatever combination of

those is appropriate, plus real estate teres, deprec.atica.
and so forth.

You put these factors togethsr %o determine 2

fixed charge rate which is the efiective anaval cost of invest

ing a dollar in a power plant.

If that fixed charges rate iz diffsrent, %hien
the relative values of highar capital cos' plants, like
nuclear, vs. lower capital cost plants, like eval, will ke
different.

Q Depending on that circumstance, variatio:n in
fixed charge that may affect whether a person waniis o go
intoc nuclear rather than fossil?

A Right. In the casa of tha City, the ixne.
charge rate is lower for a municipality, both bacuzus.
they can issue taxfree bonds, which thorzsfore can -e zald ?u
the markst at a lower rate, and the fact that they doa't have
to include real estate taxes in the fixaed charge rai<.

They do; in fact, have a lower fixed char a
rate. The application of this would mcke it mors adviitageous
for a governmental body or municipality to invest in 2
nuclear plant than it would he, relatively speaking, Zfor an

investor-owned plant or --

——— e S—— -
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Q While we are here. because ~f CAPCO's »lans ko Duild

nuclear genaration, CAPCC does have f£os3il fucl goanuration

plants, dces i% not?

A Yes, |
Q They are atill planning o buvild foscil vl glant:#
A Yes, there are som: under conatluction. CAPCO |
also has build a number and would in future probak iy f

build a number of combustion turbines whizh Lumn vil,
"hey are very low capital costs and wvery alcu
eperating costs. They are used normally Lfox peak.:c
purposes. But they are evan wore oxtrem2 in cerns of thie
big advantages,
The big advantage is the low capital cost.

That advantage would be less for a maniclpality, bacauvsa

it has a lower fixed charge race to 2pply to thai caplial

cost.

Q Now, would you assume with mez for & moraat ¢hat

City of Cleveland is admittad to CAPCO, the way CAPCO stands

today, all 2lse being egual.

what advantages or disadvantages <o the onzratiown

of CAPCO would you foresee?

MR, LESSY: I object, uniess it is cleer that

is from the point of view of CEI.

BY MR. BUCHMINN:

Q Prom the peoint of view of CEI,

There would be saveral things that wou.d n:ppen
o

T S ——

—— ———
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; | if Cleveland Muny became a member of CAPCC and crerataed wiih

! us. They would be sanding reprasentatives to all of thsse |

L

5 | various committees, et cetera, |
4 As I have indicated before,I taink in any Luman
endeavor, as you incresse the number of parties with «lffering

G points of visw, you make it more difficult Lo rosolve |

2 questions. Not singling cut Cleveland Muny, but caybedy acded |

e to the meetings would make the meetings more difficul..

3 In Cleveland's case, since thelr objectives and f
i

. cost structures are different, it would be particularly

1 hard, I would think, to inccrpcrate them.

But, assuming we got cver that hurdle and "'2 4id ,

2 i
iz properly start out with another onc system gutdy, we would ;
(d take their inputs into account, along with evervbedly t
s else's,

G Since their lozd iz about 1 percent of :he -
7 pool, they would have a one percent weighting in the vericwu |
8 calculations and the result would be a slight chungz, but

19 | very slight change in the overall fixed charge rate. ;
20 Bach of the four ccmpaniaes has a differcac E
21 fixed charge rate. We don't all have the sams tax siTictur: ;
22 orbond interest costs.

22 We have a slightly different fixed charge rata,

24 When you make a one=-system sutdy, vou calculate an avorags.

You get a composite fo.© 1: one=-system study.

————— . e i B — o W A B B . s .
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Muny‘’s would be put in there and it wonld Lave

little effect. We make up a cne-=system situdy =nd sone up
a result which vary likely would anct 2e in thei-
intarsst,

CHAIIMAN RIGLER: You started out bv
saying they had different cbjzctives,

What different objectives dces Cleveland have
from other CAPCO companias?

THE WITNEES: T was talking about differsnt

economic objectives. Their fixed charge rate would be

considerably different. That iz besically what I wae talking

.be“to
CHAIRMAN RIGLER: But they would have uncézsr the
hypothetical, the sam2 common cbiectives of incraaued

reliability and achieving the econcniss of scale that ~ou

mentioned with respect to the CAPCC memorznduw of understanding”

THE WITRESS: I would think those objectives

they would sahre with the other CAICO companices,

——— - -
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BY MR, BUCHMAIN:

0 Mr. Williams, you ware sayiang 17 vou nalz this

study, assuminrg that Muci is in thore, you wouli cowz up

with the rasult which my note zays would not ha in Mini's begtl

interest.
A Which might: not bs, would Le morz accuraic.
Q Maybe my note is inacourate.
In an; 2vent, what do you mezn?
A The study wculd determinz what was £ha best

thing for the coverall CAPCO group. It might be 2 cozl-
fired plant. It night be oil=fired peaking capecity. Ie
might be nuclear. It migh: be located on lLake Eria or

it might ba down on the Chic River. It night call Ffor
added transmission.

In weighing location you pay genavation oozt and
transmission distance, ycu take those into zccount, «i
cetera. From Muni's point of view, wnits that are lccatad
close by with short transmisasior and have 2 high capi«z2l
cest and low operating cor¢ would be ithe best thing in their
interests.

That might or might not be the bkest thing from

the total CAPCO pool position.

The point I was trying to make with the illustration

if I can go one step further, is that if it turncd cut that

the one-system study produced an anawer ithat was not optimus.
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! from Cleveland Muni's point of viaw, Clevslana :uni
3?! would have a dAifficult prohleonm, I would thiak. ;
}
3 | Certainly wien we produce ona Lliat any oF the
a other four of us is not cptimum from our zaint ot wioew, i
5 we sreaik up and we say this is ia ny best intorest, =t
G ! catera, and we go arvound considesably. :
v If the differenca is small, itz can usually b2
2 resolv2d by ultimately demonstrating that the overall
93 benefit to each of us is substantial, evan though w2 might 2
|
s find something that would still he better for us.
,3; Whether you would achieve that result with Cleveland
a Muni, I don't know, but the wide differerce in the ccononmic
3 | fact of life there would make it, Y would thinl, moxe l
i atfgicule.
H?i Also the fact that they are 3o mack smaller, !
o so much smaller in size would make a differaznc:. Taey f
-g'; would be inputting into this one-system system a lot of ‘
|
|| data about their system. Unit sizes, forced outige otes, i
- reliability, and what-have~-you. g
e i
20 I wonld suspect if we were deing chat today, w2 |
e would have a considarable problem just agreeiny on ciz input
e i data.
4 OQur ordinary practice is to take as tha forced
e outage rate and availability the actval data fior he last
;6 five ysars. If we tock the record of that 35 mscavatit
i
l
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unit over the last five years and used that ac & bas'z for
projection, we would get a very low contribution. I ould
think it would be likalyv thzt Muni wowld gay that io 40% a

proper way to do it, vou shoulld do scretiing diffsrze.i.

Thea we would be in 2 hazsle on che irour hafor: we

even made zhz2 study.

Q Let us assune in this discucsion that you do
come up with a CAPCO recommandation which is not in Juni's
best interest, and that could bz low capital costy, high
operating cost unit, or semething of that scet; righi?

A Yes.

Q You couldnt-- you would still have tue unasimicy
rule, wouldn't you? You would naed Muni's comsent Lo go
forward with that, would you not?

A Yes.

Q It would be perfectly possible for Muni to daecliine

to go forward?

a Yas.
Q What would the conseguence bs on the Tnol?
A The pool would be facing tihe prospact of

inadequate capacity. As time went on, if vou couldn’:
agree on doing something, the prospect of fnadequate capacity
would get worse and worse as the loads grow, and z3 tLhe

projects grow. The options that would be available w9 Lhe

other parties or the options that would ba availszble to CZI

P U ————
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or capacity or anything =lse that hed been made by 02
Illuminating Company to :he City of Cleveland?

A Yes.

Q Can you tell us what chey are and whea =hov
wer2 made, if you can recall?

A I'm starting with the last question, Zrying &

recall dates. It was some time back, -zouple of ya2ars ag9;

at least, that we offered firm power == firzt of all. = night

explain.

We have an interconneccion now with an ansrgancy
rate that was established by the Federal Povar Connicsion.
That is what Cleveland Muni said they wanted in the
Federal Power Commission hearing caszs.

We have since offercd thewm firm power. Uz have
offered them participaticn in the nuclear units, ceithcr as

cwners, which would be the normal CAPCO procedure, or w2

havte also offered to sell them powar out of it on a ~ov-ag=vond

go monthly basis, which would not available ©o tham wicar

-———

the CAPCO ground rules.

We have offered them “he opportunity to pick and
choose among the units, to desions’e the awber of mecawatts
they wanted out of each unit.

Q Woiilld that be availablo to arother CAPCD meaber?

A No.

We have ofiered them to wheal power Zrom any scurce

SIS ——

S —
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would be about the same options available to Mwi, osvicusly.
You can either agree or you can stymi2 actiocn, 2 yo. can
withdraw from the pcol.

CEI would, of course, have the same tir2o
options that Muni would have,

Q Co you see, in your view, -- or in vour view,
would the Cleveland Municipal Elactric cperation ge: any
advantages from becoming a memtar of CAPCO which haven't
been offered to them already?

A Sir, in my view -=-

MR. HJELMFELT: May I have that questinn cygain,
please?

(Whereupon, the reporter read the pznding

question, as requestad.)

MR. RJELMFELT: I object to putting hypoitstical
questions to a nonexpert witness.

MR. MELVIN BERGER: I would object to ih=
"which haven't been offerad to beforas alwaadyv.” e h-va
no definition as to what that means.

CHAIRMAN RIGLER: I think a better defin’<ion

of the objectives which vou say nave been cffasred wouvlid Le

helpful.
MR. BUCHMANN: Okay. I will withdéraw it.
BY MR, BUCHMANN:
Q Are you aware of what offers of elactric service
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from which we are entitled %o buy powar. 'That would
ordinarily be available to other CAPCO wmeanberz, aisls
Q What do you mean, it wouldn't bo availabla

to other CAPCO mambaers?
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A In the CAPCC arrangmsnt, each company is fise to
buy power from anyone with whem it i3 intarrschzd,
Each ccmpany is also froce to buy power Irenm the
CAPCO pool., But we do not agree to whzel power
through our system for another svstem under the CATCO
arrangement. There is not a vhaeeling clause in any of che
CAPCO arrangements,
Is evervone clear on what whealing ic?
Q vhy don't you tell us what you mean by 1&7?
A %“heeling is an arrangemant by which cne pasiy
agrees to transmit party powver beitween two others.
Inother words CEI would agree to transnit
power from Ohio Power to the Cleveland Muny sysien

without any rights to the power curself, Under the Ch>20

arrangement we would buy the power and resell it, but with the

right to hold it, if we neaded it oursalves. The

wheeling would be, we would agree to transmit Lhe

power and the ccntract would be betwean Muny aand Chic Powar,

and we would simply agree to truasmit it throuoh.

MR, SMITH: So this is, in effect, an acree. 2nt
among CAPCO members, not co tompete with each other
in purchasing outside power?

THE WITNESS: No, that is not what it is.

MR. SMITH: 1Is that the effect of it, howovar?

THE WITNESS: It is simply =- we ars sinply zilent

e ]

e S et o S
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cn the questicn of whether we ‘ould wieel power I% iz not

typical in the indusiry to wheel pover,

Wheeling is relatively 'musual, The tynical patiemm |

in the industry and the pattexrn in CAPCO is that you bny powsr |

only from companies with whom vou are intercconnectad #nd then
you sell power to eonly companies with wiicm ycu are
interconnected. .

The company in the middle batween scmelody
who has access and somebody who has a deficiency, typically
the one company sells to the intermediary coapany and the
interrcediary company sells to the oompany who needs i,

MR, B&BLM?ELT: I mova to strike the answer
a3 to what. is typical in the industry as bkeing expert
testimony, which was not filed in advance,

MR. SMITH: In answer to my quastion?

MR, HJELMFELT: VYes, sir, In the first nlace,

I don't think it Qas responsive to your quastion,

In any event, when we cet expert testimouy in this
case, I think we are entitled under the rules to gut it in
advance.

CHAIRMAN RIGLER: Daenied,

May I interrupt here?

Coing back to the advantages you have offerad
Cleveland as a substitute for CAPCO membership, you indicsted

that you offered them operation in selected CAPCO unics
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which would come out of CII share, as I understcod you
answer, and not out of the share of other CAPCO mamba~”
THE WITNESS: W#a have na authoriiy %o coifer
scmebedy else's cpacity.
ves, we offered them a portion of CEI cwnarship.
CHAIRMAN RIGLER: 3ut you were ' not intanding
to state that Cleveland could not negeotiatz for additional
shares from other CAPCU members in these same Or in

different units?

THE WITNESS: That is correct.

CHAIRMAN RIGLER: You were not preciuding the
possibility of Clevaland cbtaining additional participation
ovar and above what CEI would cifer from its shore?

THE WITNESS: Not at zll.

CHAIRMAN RIGLER: Assuming that Cleveland tosk
you up cn your offer and askad for a percantage cf thu
CEI share in Davis=Besss and in riansfield and mavhe farzv,
and you yielded, I have a question as to how this affacts
the P over N overall capacity formula as you describec as <the
method by which your share iz determined. It would wizoy
that asikew, if you were giving up the share that vou aad
to have in order to satisfy the formula?

THE WITNBSS: I will explain how that vorks,

We have, in CAPCO,an annual review of capucity

forthe following year, The target date is to have 1L set

by July lst of each vear, a whole new calculation ¢l zgqual

s v G
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?' P over i Jor sra follewing czlandar sear *Aleh telnn irco
:'
| account & 1ot of thinge that may have chcnced i s inwerim,
i Soretimes the units come in lave. Som-eisa
i
| tha capacity is differens thaa -~ has 28 2Wmacktag
eriginally, ,
Sometcinas sosebedy hig retipred capacizy. mvbe

[ —

it 18 oldar stuff thai he thouqgh ouid ba pagz @f hiis

“ .
I Mgiemer,
Lin@=ar,

Cortainly this situncion wovld ba creflezted in that

calculaticn.

P e —
- -

! We would determine Jul

|
i
‘
}

: "
¥ 1l,coacedin o4 ench n™

calendar vaar, a new » over N aad if that preducesn : vl ifmrane

i : ' - 2 !

| result == gomething always changes, the loads -- o the i
l!that preduces a &iffarent reasult; thom we agres to whac o eal)

!

buy-sells for tihe following calendir vear, incoxler

-

zadjust for all of thesa factozs.

——

The result cf <¢hiz pParticviar item, i€ we 3.10 Lar.

of our capacity ¢c Cleveland Muny, then we wonid Lave oo Ry

power in the buy-sells and somredy elie who was Iong weuld sel

ipower te uz, and the P ower N would caloulaca <he mounTs, so *hiits
i
"

Zforthe 2ue calendar year we buy and gonandcdy 2lze sclls ssounr

3to bring us back to the 2gual 2 over N

e
|
LI.VIZ-

i When you set your percentags of ovmershios in, lat's

-

CRAIRMAN MIGIER: I'a nos sure that iz an ani lme

ray, Davis-Besse, that i3 done on the life of the plant bazie '
l



isn't i¢e?

THE WITNEE3: ‘lYas,

e
w
<

6

t
i
7 '
-
o

-

!

12 |

i

{3 j

|

’ ‘ ;

Lo :

2 | !

'~ l

P !

z
l,’

H !

: {

l
| a
| |




——— ———— e+ - — i S—

10,395

e |

CHAIRMAN RIGLER: Even a @~year bhuy-i:211 adjnet - |

i

ment woueldn't salve that problen, i

THE WITNFSS: Let me coniinve more.

|

4 Each yvear ynu 3¢ this, and we will ead u» E

: 3 buying powar each year until such time as wa take a Ligger g
6 parcent of the next unit. That would harpen whencvaer wa ;

7 commit the next unit, we would try with the cwnership to brinq

3 the forecast buy-sells to zero,. i

5 We would have to cwn more of the nexe comnlttad |

o unit, whatever xind os type it was. !

1! In the intorim, until such time as the uniz came %

i2 in, we would be buving power. When the unit came on, ’

3| we would be back zven again. |

4 é CHAIRMAN RIGLER: Then in effect, aren't 21l |
.8 | of the CAPCO membears giving up some percentace of theix
‘3 ownership to accommodate the sale of owvmership to '
17 Cleveland because the shares in the subsequane muit han |
' have to be readjusted to give a grester share %o Clevazlana.
‘9 and that must perforce come cut o’ the sharas of tha
1) other membzrs?

L 21 THE WITNESS: But practically speaking, tliat

) 22 future unit would be either largor in size than it otherwise

¢ 29 would have, or earlier in tiue. So that ths other cowpanies,
24 while they may have a different parcent, would lilkel s have |
2 the same megawatts on the average as %hey would have had,




a:2

T

.;!

0

B2
o

i
-

|

8

— e ——————

and we would have the same megavatts as we weuld havs had,
and Muni's extra megawaxis in 2ffect will make more “otal
capacity in the pool.

It is hard to illustrate i¢ with oulv a ) ssrocat

-

size system. But basically when we determine how v.ch
capacity i3 required, it would eithor take & bigger wuni%,
or the same unit earlier in time, either of which, ol
course, increases the avarage capacity cver the vear when it
goes in service.

Can I clarify that, or is that all righc?

CHAIRMAN RIGLER: If you have mor:e clarificacion,
go ahead.

THE WITNESS: I don't knocw whether I can say it
any differently.

The effect -- let me illustrate with a big

example.

P

If we sold a couple hundred mecawatts sui -
Davis-Besse -- we own 400 megawatts of Davig=Besug: =-- if
we sold that 400 mecawatts when we make tha one=-systc
study for cdetermining the next unii, then either thalL unis
would have to be bigger, in which cuse we get the exura
piece, and the others gat tha same thev would have, or the
unit has to be earlier, which has in effact the same 2%fect.

That is, every unit has to be earlier in

the sequence. The other companies get the same copacliy, and

. S A e t————-—




o

0

i

“;

s

10,397
we end up getting extra to replace che aegavattes we o2ld.

CHAIRMAN RICLER: When this new onit comes along
bigger and earlier, if Cleveland asks fora chare of i,
you repeat the process all over sagain?

THE WITNESS: If Cleveiand asked for i: wiasa we
really would like them teo, which is bafore ve maka our
commitment, that is the best tine to tell vs they necl
capacity, is when we are planning.

If they asked for it when w2 were plarninc, we
would take it into accomnt in the plarning. We would
provide the capacity that the group pius Muni reesded.

Then it would be clear you were providing the extra cavasity
to meet their requestc,

If chey wait until several years later, tlea vou
have to take it out of somewhere in the interim,

CHAIRMAN RIGLER: It seems to me that youw
present proposal cuts into somewhat the burden vou
described in terms of letting them ke a full membor. =nd
incorporating them under your various ovzrating and planning
comnittees.

Bither way there will be a substantisl Lurden
associated with factoring them into new units that come on
line.

THE WITNCSS: Yes, that is true. The burden or
imposition on us, and the benefit for them of kteing cble

to designate this later in the came, i& a siynificant one.
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But I think the point that I was trving vo make

was that wa have offered tham this opportunitcv. Davily, of
course, because of their size. I know they are ne: going
to ask for 400 megawatts. B2ut we feel we havae o forad
them without membership in CAPCC, in the fact, more
than they would get if they were nembers.
BY MR. BUCHMANN:

Q That was the question we originally started with.
I asked you whether by bacoming a membar of CAPCO,
Cleveland Muni could get something more than what you had

offered them?

A Yes, they would.

Q What would thay cet?

A They would gei the right to pick and chocsa on
the units.

Q You didn't hear my qucstion.

A Would you read it back?

Q I will rephrase it.

I said by joining CAPCO and beccoming 2 foumal
mamber, would they get anything more than wtrat you of farel
them?

A By joining CAPCO, they wculd get less than waiat we
offered them.
Q Explain that.

A They would be obligated to participate in the one-
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10,359
system plans. They would be obligated tc take a zha. z of
every unic.

They would ke chligated o joint omershis in
2ach unit, to pay the bills monthly as they zcne in.

They would ke obligatad to presant us 21L of
their data on load and capacity and grind that intoc the
cne-system study.

Q Would they have tranamission obligations?

A They would be coblicated to shara in the zost
of all of the CAPCO transmicssion, some of which is dowm in
Pennsylvania, of course, and various other placas.

They would pay fixed charges on the fotal CAPCO
transmission in proportion to their sysztemr load.

Q What about fuel?

A They would be cbligatad to have jein:c owansrshin

-

in the fuel pile in the coal~fired vlant, or in tha inve:tmenﬂ

in nuclear fuel in a nuclear plant, to pay a proportion of
the cost of the fuel as it is delivered to the plant, et
cetera. Just like any of the other owners.

They would be cbligatzsd to pay a portion of tha
operating costs other than fuel, that is labor and other
costs, repair costs on the units. That would yo inte the
cost formula.

Q Earlier you said that ore of thz obligatioas

of CAPCO was to finalize decisions quickly or somathing of
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that sort. Do you remember thai?
A Yes.
Q Why is it degirablie to have guick decisinns?

MR. LESSY: TIrom the point cof view of CBZI?

MR. BUCHMANI: Yes; of course.

CHAIRMAN RIGLER: Mr. Lessy, I think ke ean
answer both ways. 2As I listen to his background inicrua-
tion and his participation in all of thesz CAPCO me2iings,
seems to me he has broad familiarity with CAPCO as a2 whole.

I don't know necassarily that it is belpful to
restrict his answers to CEI.

MR, LESSY: Including conclusions or opiaion
testimony which is what the testimony was. Why is 1=
helpful? It calls for conclusion. 1Is it f£rom the point of
view of all CAPCO? That broad of an ancwer?

CHAIRMAN RICLER: I didn't hear whether von
limited your question in response to Mr. Lessy's comants.

MR. BUCHMANN: I will limit it. I don't undar-
stand this business, but I will limit it.

BY MR. BUCHMANN:

Q Why from the point cf view of I is it cood
to have prompt decisions in this process?
A Typically it is good to have bprompt dscicions.

Typically the process of arriving at these is a long

and complicated, technical analysis. It includes analysis

it
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of load forecasts and capacity forecasts and ouzhwr things.

When you finally get to :he answers, usuzlly vou
are close o tha lzad time cn units. It takes ahous l0-veoy
lead tima to build a nuclear unii, maybe 2ight vears Lo build |
a coal-firad unit.

If the study show2d we needed a uvnit in 1986, we
would really need to decide this year, or we would miss the
boat.

And so we need to k2 able to get deciszsions so that !
we can act and operate.

Now you can say why don't vou plan 15 years ahead
so that you bave plenty of time. Th=2 answer tc that is that
it is difficult to forecast the load 10 years zhead. Tha
farther ahead you lead, the less sure you are. So w2 say
this is what we want to do in the next year or yesar after
that, but we want to make the ccmmitment at the
latest possible date.
|

You delay the decision to the last minute. and vhern

the last minute com2s, you have to make the decision.

Q You snld any of the members con veto a decision?
A Yes.
Q What would happen if cne of the menbers simply

didn't make up its mind?
A I think practically it weuld have the saaz impact

as a veto. The parties are going to agree to build a new




(2

(&

<
——

10,402

unit. You decide how it is to ke aliocated.

Pour parties agrze, =nd the fifth cas says =--
well, deesn't take action, was ycur question. Then vou
haven't got the whole unit alloczied, and you zeallv haven's
got a conclusion,

You can't move ahead on that basis. VYou aave Lo
have a decision.

Q In the situation you were describing, that could

result in a shortage of capacity?

A That's right.

Q Impacting on the entire system?

A Right.

Q Do you have any reascn to believa, based cu your

experience with the Illuminating Company and the Cityv of

Cleveland, that the City of Cleveland would have mor.
difficulty in reaching a conclucicn on matters of =hic
kind than would the other members of CAPZO?

A Yes, indead. Based both on my observaticie of
their operation and perhaps, more importantly, what 7 learcd
about their cperations at the Federal Power Commnission hearingg.
I participated in the Federal Power Coumission hearings
on the proposed interconnection which has beer impleomented
now. The Muni testimony there was very explicit on the
fact that the =-- whatever was Jdecided or agreed uron with

|
respect to that interconnection line was subject to apvoroval




"

&)

by the City Council.
| It could bz financed only with allocaticns
approved by the City louncil.
| It had also to be approved by the officials
in the administration beforz it went to the Ciiv Couacil.
Mani, the Cleveland Muni official testiiring at
the Federal Power Commizssion, made it clear that they
couldn't negotiate an arrangement with CZI and put in
into effect withcut going thesz other hurdles.
My observation has bean that it takes a long
time to get concurrence of the administraticn and the council

in Cleveland.
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Q Now, Mr, Willizms, vou describad nrevicuzly

request by the City of Cleveland for membershipy in CrL:

Would you tell me ~- that request was mads

letter, wasn’t it?

A Yes.
Q What did CEI do when it got the letter?
A CEI .contacted the other CAPCC parties bescarze

one of the things bein requested was membership in CAPCO,
That wasn®t a subject we could determine unilaterally. e
sent this to the other CAPCO companies for their infeormatien.
As a matter of fact, as I recall, the lettar
itself was addressed to each of the CAPCO companies or if
not addressed to them, they were cent carbon copies of i,
I don’t recall the mechanism. Each of the CaPCO
companies had it. We contacted them and concluded,ncu .
what do we do? How do we deal with this situvation?

The generally ==

o >3 this done by telephone or by lettex? [i< you
have a meeting or  .what?
A I'm not quite sure. I believe this was in

August of '73, if I'm right. And thers was a meeting in
December of '73, but .there were some discussicn ahcad of the

I think they were informal. They were not at any exscutive

committee meeting I attended. I believe they wera infcrmal.

The essence of it was somebody ocught to go to

o
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Cleveland Muny and talk tec them about iz,

are not sura we understand evarvihing “hat i3 in “he ather

The logical somabocdy was CRI,
talk to them about it. To tzy to wndarutaad

proposing and to try ¢o hzlp tham

in CAPCO meant, t0 reconcile thalr raguest Zor memboresnai

in CAPCO with their reqgusst

Q2 Did you say thera was a meating in D=
8 Yes.

Q December 77

A December 7, '73, was a meetiny of the

Executive Committee, at which thera was dizcussi
do we dc with the current Situaticn? That is,
current. The basic conclusiocn at that meetinc,
racall, was that each cempeny wo:ld ¢o back and
itself as to what action it thought ocucht to be

And well, of course, at that meeting.

updated everybody cn the discussions tha*t CEI had

Cleveland Muny andthen each company went back to

for itself wha: to do.

and we did go bacik znd

what the -3

forcertain specific unizs,

CupCi

be J
W
o

o1 of it

-

Mr. ud

ned

e it e
CaCa2

They were going to inform Mr. Rudolph a3 e
what their conclusions were,
e Did they?
A Yes, and the general -~ different people di 3

different things.

e e Ao et e
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Duguesne wrote a lettar diractly to Clevel:asad
Muny. Toledo and Ohio Edison contactsd Mr, Rudolph,

The essence and ccaclusicn was ¢hat it seer:d mora

themselves, and we would all be odatter off, if they would
pursue some of the cifers I have already indicated, in terms
of some of the things we nad cffzred to them.
Firm power, participation in the nuclezr units
out of CEI share.
Q By the way, juest to == are you awazre of any
request from the City of Painesville to beccmz a
menber of CAPCO?
A Net from the City of Painesville, nc.
Q The things we have talked about, cenarally,
with respect to the City of Cleveland’s potential rembarship
in CAPCO would apply :qually or mere so to the City of
Painesville; correct?
MR. LESSY: I object. The witness says he 15 not
familiar with- the request from the City of Painesvilia,
How can he say consiferation weuld apply to somethiag he lLias
not received?
MR. BUCHMANN: Since we are coatinuing <o gzt

letters from Painesville prompted by the Staff and bv vou,

USSP S——

EUC A U —
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Mr. Lessy, I don't know what the nex: thing will be :zhak we

will be opeacing in che mail.

was prompting any acticn, I obijec: o, ard if #hat ia zha
2ssence, I would likz to see on mv own on the record or
some other time, proof ¢f the fuot that 3taff is Prompting
letters on behalf of the City of Paynesville. Since this
witness testifiaed he doesn®t know snything about i¢, I can’t
see how it is a concern of CCi, a2ayway, at tnis poiat.,

The Witness® answer to Mr,Bucamann’s lzst

question should pe read back.

i ———
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MR, BOCHANYM: T . .=3ve ~f the Tommi~3icn
on behalf of the Illuminating Company te Teagpen €42
discovary for limited purposes of as ainiag coacmricas
tions between the Staff and City of Paynesville wi:ilina
the lasz cnuple ¢f months.

MR, CHARNO: May I ! 2 this =iza
wiether it is Mr. Buchmann®sz position he doags Liava =cxe

factuzl basis for his statemeni, or whether that

allegation which was drooped in the record

sonie zuspicicn that hae's going to £ry to suustuinti

It is a serinus allegation to miie.

MR, BUCHMANN: Y wouidn't hava radc it unlass
nad a suspicicn tnat I was going to make an eficri ©
substantiate, ¥r. Charno.

CHAIRMAN RIGLER: We will consider ths wetu.ss
to recpen dJdiscovery in a

MR. BUCHMANN: Yes,

CHATIRMAN RIGLER: Is there

MR. LESSY: 1If counsel would restats what .1is
desgire is. . .

CHAIRMAN RIGLER: I think maybe the certnr wav
to handle it would be tc have the request set fozrth .in
writing so that we understand exactly what the Loundaries

are. Obviously any such reuest would be extrasrdinary,
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and would be on a good-cause-showa Lasis,

The requast should indicate precisz Lowmiduries,
in terms of tima and cf the scope of tha infermation bha2ing
sought.

MR, BUCEMANN: It i3 obviounsgly scomathing “hat
dcesn’'t have to b2 ruled on right now.

CHAIRMAN RICLER: Now with respect to the pand-

ing objection, which is not unlike othersg we have heaxd

&}
9
.
o
<
-
o7
o
i
3
o

this morning, Rula 701 cf the Foderal Rules
does provide for cpinion testimony by lay witnezsses ia
circumstances where the answer viould be raticnally sasaed
on the perception of the witneszse ané helpful to a cle=z
understanding of hisz testimony,.

I think that provides ample »asis for him o
answer.

MR. LESSY: Tanat was not my objecticn in =his
instance. The witness testified he had no factual basiz
for answering the question. The guastion was, would oha
same congiderations apply to Pzinesville. His ansvor waa,
wasn't familiar with the Painesville situaticn.

CEAIRMAN RIGLER: Let us ask him that.

Did you say you wers not familiax with 2 rsegusat

from Painesville, or familiar with the Paincgville o’ cua=-

tion?

THE WITNESS: I'm very familiar with the Painesvil F

1
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situation and have been inveolved in it for scme tima.

I thought that the question was, arz vou ‘amiliaor
with a request from the City of Paineavilile for Dunbarshis
in CAPCO. I said no, I'm not Ffamiliar with 2 raquest
from the City of Painesville for admissicn inte CAPCO.

CHAIRMAN RIGLER: Now you may answer r.
Buchmann's pending question.

The objection is overruled.

BY MR. BUCHMANN:

Q Do you remember what it was?
A Would you state it again?
Q If Painesville should request membership in

CAPCO, would tle advantages and disadvantages of munliaipal
membership in the organization which vou have doscriled
relative to the City of Cleveland be equally or even more
epplicable to Painesville?

A They would be even more applicable to Painuasviile
because Painesville is even smaller. The smallar vou ara,
the less benefit or the more adverss it would be o ko
tied in with a one-system concept with a pool whoze financicl
fixed charge rates, et cetera, were so much diffcrunt.

The better off you would ke to be ablz e decice
what ycu wanted to de individually.
CHAIRMAN RIGLER: We will take 10 mianutes.

{Recess.)

B e G e R i e C e L vt i e s R

|
|
|
|




-

"

()

10,411

CHAIRMAN RIGLER: Mr. Buchmann, if vou fil: a

motion for additional discovary, t¢h2 Board is no: ancouraging ;

or discouraging ycu from doing so, we would eipect on
indication of relevance with raspact to this partieunlar
hearing.

MR. BUCHMAMNN: I'm sure of that, sizs, and if we
80, I will try to satisfv that.

I assume yov don't want any indication froa ae
now?

CHAIRMAN RICLER: No.

MR. BUCHMANN: Should I rasuma?

CHAIRMAN RIGLER: Yes.

BY MR, BUCHMANN:

Q Mr. Williame, with reference to the arrarsanen’

of the CAPCO pool, is it your belief that the ramsrarium
of understanding covers all poscible situvations vnich might

occur in the future?

A Not at ailil.
Q What happans if something unexpescicé z2r-igau?
A Well, of course, alre=ady a nuubs: of unexpaucted

things have arisen. And what is needed obviously is e
flexibility of all of the membe:s of CAPCO io ke willing
to adapt to the changing circumstances,

We have had the famous White Paper, for example,

in which the whole buy-sell caiculatcion T wes descrilbing
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was not in the original memorandum of undsrstandina, Lut

. was added liater.

S | We have had adjiustimzant in capacity regu! ronant,

0

ZII We have had changes in the sequence in which uniis
3 were brought on the lire.
3 we had CAPCO recognizing that it needad eutra sheor:

lead time capacity. That is capacity which we put in, in &

3 hurry, because of delays of the units.
?i We committed combustion turbipres.
Q We have done a numnber of things since the

i original memorandum of undarstanding which require flexibility,

i

and which certainly, if the poel is going to work, all of

the parties need to be willing to ke flexible to chancz

(o

i4 the memorandum of understanding to adopt new concents in
15 the interest of making the whole thing go.

6 This is another rzason why we need Zfast deczisions

also.
We talked about fast decisicns hzafore.
9 | We need flexibility to change dscisionz or
20 provide for unforeseen circumstances.
. o Q What sort of things wouléd cause an adjuctuznt
) in capacity requirement?
;. 29 A It might be either a2 change in the load forecast

24 or delays in units coming on tha line.

For example, either of which wouléd, cf course,
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LI make the load to capacity ratic that you had eapecizd it to

)

be. You have to be abls to adjust to the changszd

3 circumstances.

4 | Q What about chang2s in capital costs?

3 f A Changes in capital ccsts is another arsa.

3 As a matter of fact, we have defsrrad units on two cacasions,
7 almost three.

3 At one time we ceoncluded we were coing to delay

9 some units and cancel one. A couple of monthe later we

o —

i) decided we didn't want to cancel it. becauses we deciled whe:
il we went tc cancel, that the cancellation costs wera so great
12 that we deferred it instead of cancelled it.

13 We deferred other things hecause o the

14 ability to raise money. That ig the CAPCO companies were

{8 finding it very difficult to finance the program, and

concluded,as a matter of fact, publicly announced th. it

= because of the high capital costs and the difliculty of

3 €inancing, we were deferring units, even though it miciic
5 | produce a power shortage.
29 We ware changing our basic cne-system plauning

a1 concept of how much capacity was nceded because we cculda't

22 finance tha program.
23 That required the fleoxibility to say we are aot
24 going to stay with our standard. Here is a new unfooeseen

circumstance, and we adapted to it two or three time:s.
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Q What do you mean by canczllaticn 05:3? '

wi

A The specific unii we were talling alout =
tha Mansfield 3 Unit. We had a aumicer cf conuracts icr
boiler, turbine, and other equipment. When we went hack
to the manufacturer and said, "We would like “o cancel this
order," he said, in effect, "Wa have spent o lot of roney
on it. We have done a lct of engineering wox!', and Jons
parts,"” et cetera. "We are willing to cancel thz contract,
but you have to pay us for thne cesits we have already
incurred."”

Naturally when yvou have a contract, both uides
must agree to the cancellation. If the manufacturer was
to agree to the cancellation, he waznted us to agree .0 pay
the costs we had already incurred.

Obviously that was & reascnable reguzst, Lut chat i

ta

what I meant by cancellation charge.
Q Referring to flexibility, would that
flexibility permit restructuring of CAPCO to perxnit ihe

inclusion of a publicly-owvmed electric utility?

A Yes, if all of the parties agreed that iz ths |

thing to do. If you are going to be flexible &tn adapt to
changing circumstances, you have to recognize whatever changin
circumstances there are.

Basically, of course, the change has to b2 in

everybody's best interests. If a proposed change is

(L8]
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favorable for socme party, but unfavorable for us,

4

cbviously those that will be umfavorably affeciad viil eay,
"We are not gsing to do that."

You have to find an approach in evarvbodv's
best interssts. That i3 more cifficult. The more >:oplia
that you are trying to satisfv. . .

Q Are you familiar with a request by the Borough

of Pitcairn to join CAPCO?

A Yes.
Q How did that come to your attention?
A That came in the forn of & letter from Piicairn

to the company.

Again, I believe they sent it simultansously
to all of the companies, in which they asked for men!ership
in CAPCO.

As I recall, thzir letter was short, as ¢ atrasted

with Cleveland, a3 I have already described, ran severa

pages.
Q What did you do about the letcter?
A We responded that we didan't think really it

was a feasible kind of thing. We weren’t sure they raderstood
what CAPCO was or what was involved in membership in CAPCO.
But we suggestad if they wanted to sit down and tall: about

it, we would be glad to discuss it with them.

Q Are you aware that Pitcairn has three regawatts

S
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of capacity?

A Yes,

Q Woull the addition cf thres megawatis of
capacity to the CAPCO syztem bring any benefits to ii thz:
you can sa=?

A No. Thrae negawatts is insignificant in CAPCO.

Q By the way, when vou compute the capacity
participation of various companies in new wnits, carriad out
to the last ten:h of a kilowatt, or how do you do it?

A At the beginning we round it to the nsarest fiv
magawatts. With our trim calculation now we round it to the
nearest one megawatt.

Q What is a trim calculation?

A Before we talked about the buy-sell. what I
was explaining, with this calculation, we make by Ju.v of
each year for the following calendar vear, wvhere wa calculafe

buys and sells, we sometimas call that a ¢rim caleulazion.
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Q Did Pitcairn aver get back toc you?
A They got back to us in effect, as i rzecall,
and indicated they were discussing this with Lucue.ac

Light. COCbviously, they didn't acaed 2o dinauns is 7ivh 2

of wg, i{ the purpeosze was to find out what CAPCO 'as 211 abon

et cetera.

Q CEI has a four megawatt unit cn its svaten: doesn't
it?

A Yes,

Q What is it used for?

A It is used for dead start capability at our

Lakeshore Plant, By dead start capability, I mean if i{he
Qhole system were shut down completely, how do you gzt
yourself =tarted? This four megawait is z diesel uvait
which is used to start up Zhe rest of the Lakeshors plaat

one unit at a time.

Q Wouldn't a three megawatt unit be ussful for the
purpose?
A Three megawatts wouldn'’t be big enough even for

the Lakeshore Plant, The reascn we put in a four megawats
plant is because that i3 what size we needed.

Q Mr Williams, one other things, in resmcnse : o scme
questions from the Board, we were talking about
entering into transactions with other utilities, Ic the

Illuminating Company free under the CAPCO agreement o enter

into transactions with utilities other than CAPCO nembors?
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A Yes.

@ Does it do 30?

A Yes.

Q Some of these other utilities, lat's itake

Ohio Pcwer, for example., You have transacticas -
with Chio Power?
A Yes, we buy power and so forth rom thern,
Q Is Onic Power, to your knowledge, interconracted
with other member; of the CAPCO groun?
A Yes, it is.
MR, BUCHMANN: Could I have just a momeait?
I have nothing further.

CHAIRMAN RIGLER: I have cne or two.

s c——— 4 ¥ S —— s E—. . —————_ b

Would it be helpful for m2 to ask them at this time?}

MR, BUCHMANN: Yes, zir.

Whenever you want to do it, as far as I'm
concerned.

CHAIRMAN RIGLER: It relates to your line of
gquestioning on advantages, other than CAPCO membership winich
CEI has offered. You indicated that CETI was williag o
wheel power for the City, provided that CEI had access ©o
the source of thatpcwer on the same terms as the City.

THE WITNESS: That is right,

Q CHAIRMAN RIGLER: How zabout wheeling out fonr the

City?

THE WITNESS: I'don't think ._hat guastion nas been
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raised. I don't believe the question has ba2un
raised, so I rezlly couvlda'’t tell vou right off 2 oulf
what our position would ba, if it wera ralsaed.

You’re talking about wheeling our, 1iZ the (igy
wanted to sell to someone else?

CHAIRMAN RIGLER: Righat, waich, in tum, mi‘ht
enhance its prospects in getting a partner tc conzidges
vwhealing in the first place, if they had somez rourt of
coordination agreement to have it wheelied out.,

That has not not been considcrec?

THE WITNESS: No, it haan't bezn,

CHAIRMAN RICGLER: iloWw about wheeling between the

City of Cleveland and Pesinesville?

you what I think the pesition woulid e or not. That dcesn’s
quite seem like the best thing for me to do. I% it wiz
recagnized that it was an opinionof what I think tha

position would bDe without committing the cempanvis it  chat

I think our position on wheeling ou: would ha the saro
as our pecsition on wheeling in. That Is to say, if ;pq
power were available to us on the same terms and conditicacs
which sald itwe didn't want it or need it, X would think we
would be willing to wheel it out to somebody elsa wno

did want it or need it.

THE WITNESS: I'm not sure whaothor I siould ofifer

it is our position, it might be useful to help you uncers:zapd.

.




bw i | I don't know -ecause that hasn’t been regu.sted
!- and to my knowledge it hesn’t baen discussed and, aatirally,
1 || when you ars fecrmulating vour posziticn on a new reguest
i for a different kind of service, you do more siudy anc
: 3 | analysis than I can do off-thewcub citting here and
3 tastifying.
, | But I'm sort of thinking cut loud.
3 CHAIRMAN RIGLER: As you thought out loud I
9 detected a right of f{irst refusal con whealed out pover;

in is that correct?

THE WITNESS: VYes, what I was thinking abovt,

-

what I was thinking acout was the general industrv

13 practice. I spcke before about the general Iindustry practice
and what I think we would do is something cleze to th=

' 3 general industry practice.

I'm sure we would fcllow the genmeral indusicy

17 practice. We would be willing to buy from ==

CHAIRMAN RICLER: Can the general industrv

practice always be identified? 1Is there such an =pimel

that can be captured and put in 2 cage callec¢ “gensral

T

Z1 industry practice"?
THE WITNESS: Not precisely. Every contract
23 is different. But most companies would be willing =-

2 with an interconnection arrangement would be willing o

buy from Cleveland Muny and sell to Painesville simul;aneousl*}

P

SO —
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Most would insist that if they werz szhort,

-

they would == if Cleveland Muny was leong end Painesvills
was short, they would buy from Claveland Muny without the
obligation to sell to Painesville., Theza ars (wo separais
transactions.

That is, I guess, the s2me as, or closs To,
what you were referring to when you talked about the richt

of first refusal.
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CHAIRMAN RIGLER: 1If it is chesp power coring

out of Cleveland that thay are making availedble o

Painesville or some other customer dova the line and

that is cheaper than tie power CEBI i3 generating on an incre=-

mental cost basis, there woculd he a tendency for CZI =o
use that power itself, rather than go into a wheeling
transaction?

THEE WITNESS: Yss,

CHAIRMAN RIGLER: That could affact ths
ability of the City to get into a viable arrancement ith a
power system down the line, if the other party had %o always
worry about that cheap power being intercepted?

THE WITNESS: Yes, that is trues.

MR. BUCHMANN: I have nothing further.

CHAIRMAN RIGLER: Lzt me ask one more guesiicn,

Suppose Cleveland took you up on your proprosal
that they purchase small percentages in a number of units
of their selection, and it developed that thev had cuzass

power available; would CEI be willing to assist in th

w

transmission of that power from, say, Davis-Besse or Parry
to some othar customer specified by the City?

THE WITNESS: I'm sure that we would on vhzase
I call the conventional arrangement. Mavbe I can amplify
the conventional arrangement a little bit with illustrations

of what we now do with paople.

e i A So—— i —— . el . S . S 90
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If POM, who is nct interconnected dir.ctly with
AEP, wants to buy low-cozt povier that AEP has availaile
on economy interchange Lasis, & typical intozchargae
transaction betwesen CZI and P2, or Ohic Pénur, iscn a-
split-saving basis.

If AEP can generate chesper than we c¢an, we
buy it from them, and pay half the difference in cost.

If we can sell to PJM at a lower cost than <heix
generating cost, we will s2ll it to them on a s.lit-uaving
basis.

We would buy from Chic Power and seil ©o .JM on &
split-saving basis where the difference is between v r cost
and PdM's,

It is two separate transactions. We would <o
the same thing, I'm sure, with respect to excess porr which
Muni might have available in Davis-Besse or Perrv. ['hetchar
we would go beyond that is, as I said beforz =-- we laven't
been asked or haven't studied or analyzed it.

CHAIRMAN RICLER: Think about it. Would ou be
willing to do that?

Suppose there is a2 use for that power witrin
the CAPCO system.

THE WITNESS: First of all, if we don't nzed the

power, and somebody else does --

CHAIRMAN RIGLER: I'm assuming CAPCO needs it, zand
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Cleveland has excess capacity Zxcm itrs share ia Davis-Besse.
THE WITNESS: II CAPCC neaeds the power and

Cleveland has excess avilable, and it ls the best nurer thak

CAPCO can duy, CAPCO would b»e willing o buy tie powes. |

0
.-.l
‘I

1y

If CAPCO can buy cheaper power ircm somebaly ¢
they would presumably do thzt.

CHAIRMAN RIGLER: This is the cheapast pau2r
available to CAPCO, which has a need for it. The City
looks around and finds another cus:omer also needs :that
power, and on a split-to-savings basis, the return to
Cleveland would be higher if sold %o the other custonar then il°
sold to CAPCO.

Under those circumstances, would CAPCO be
willing to assist in the arrangement?

THE WITNESS: Ve don't dJo that now witax znybody
who has a contract. I don't know whether w2 would »¢ willing
to do it with Cleveland or not.

CROSS-EXAMINATICH

BY MR. REYNOLDS: }
Q Mr. Williams, let me just follcw up the Fhairman'é
line of questioning there for a minute, ané ask you vhy is
it that you don't now have the kind of arrangzmeni tlat
was suggested with everybody?
A I guess the simplest answer is that in all our

interconnection negotlations, neither we ncr the othcz pecrle
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have proposed it. I don't heliave that it has bean proposed,
analyzed, and put down. I think == to me, it iz a ncw
idea in hcw to oper:te an interconnection.

I don't know of situations where it is being done
that way.

Q In the situation posited, would that not rarely
make available the savings to the two parties as oppused =o
spreading the savings to evervtody, as is the case, the way
you now do it?

MR. LESSY: I'm not clear on that questic:..

CHAIRMAN RIGLER: I'm not, either. What
do you mean by spreading the savings to everybodv?

BY MR, REYNOLDS:

Q Who gets the benefit of your econcmy inter-
change transactions now under the way you do it?

A If I follow the example == it iz not hypothstical,
we have actually done it =-- where w2 buv from 2E? aan¢ sell
to PJM econcmy power. AEP, CEI and POM all get Lanefics
by that transaction.

Q Under the hypothetical that was posed. wovld the
savings of the economy transaction be spread amecng all of
the participants or not?

A As I understood what the Chairman was describing,

it would be split between the two end parties with our

company being, I presume, paid some sort of tranemiscion
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charge or scmething, but not sharing in the benefics of

the economical generation.

That is the way I uadsratood the guasticns.
CHAIRMAN RIGLER: That wag cor.t2ct.

MR. REYNCLDS: I dom’'t have aavcthing elge.
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MR, LESSY: The City will go first in creosz-
examining this witness.
BY MR, HJIELMFELT:
Q Mr, Williams, I'm David Hielmfeliz, and I’m

asking questions on behal £ cf the City of Clewveland,

Could you tell me who is responsible for tha

design of the Perry plant?

A Cur ccmpany is.
o] ¥as that designed by CEI enginears?
A It is being designed by CEI engincers with

considerable help of outside consulting enginaers, rac:ly,

Gilbert and Associates from Reading, Pennsylvania,
Q How dces CEI protect its systen against

cascading outages,or does it?

A It certainly does. It protects its gavstam cthrough

overall system design, providing adaguate generzticn,

adequate transmission, proper protsctive relacion, hion

S

speed communication, automatic communicaticn beticen v

points on the svstem where trouble may develop, et ceiera,

Q Prior to the formation of CAPCO, was CUI in:asr-

connected with Tolado Edison?

No.

No.

2

Were those companies, companies with which EI

I -

And was it interconnected with DLuguesne Light?
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did business?

A Without an intarconneciison vou can’c do Zucaasg i
them or without aa interconnaczicn ccutmact,

Qe When was it that consideration was given L
to incleding Cincinnati CGas and LDlectric and Payron 2rwar

and Light in CAPCO?

A To be clear tachnically, CTAPCO ~= tha zonaidaracion

was before CAPCO was formed in the coneept I have koo
describing it. The consideration of some scrt of Jjoin!

planning and coordinaticn among all of these companiec,

was just shortly before the memncrandum of undarstandii g was
finalized. By shortly kefore, I mean, naybe, a conp.< of
vears or so.
Maybe 19265 or '66.

'Q Were discussions leadiaoc up to CAPCO Lagur
as early aa 19657

A I don't believe the discussicns explicitc wo *ha
nemorandum of understanding started that zocn. Cartals ly
discussions of hcw can we more efféctively coordinzts ous

operaticns having kaen going on for a long wim:.
Q Was it ever considered that APS might be o
member of CAPCO?
A I den't think CEI gave much thought %o that,
but I would suspect Duqueane Licht nrebably did,
I don’t recall any meetings at which APS wos

present in that sense. So was considaration givean o %,

PP ——
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I guess my answer is probzably, but the Illuminating

Company didn't give any significent ecngideration to ix.

e Did CEBI have ana intaxrilis to the Michigon Pool
in 19677

A Ne.

Q You testified that cach cummany had diffaruint

history and facilities and cbjectives whan it cams inus

the pocl, Did that require a transacticn into th2 pool?

A Yes.
Q ¥hat was that ¢ranzaction?
A The main heart of it was the reccgnition of this

cne-sgystam concepz. That is the idea instead of planring
for what that one system needed, we plaaned for what the
whole systen needed.

The input, of course, was the then euxisting
situaticn,

So you put into the pool all of the
generation that was then available, cbvicusly. Thea veou
said, all right, with a system that starts this way, waac !
the logical thing to do next? And that was 2 considerazdle
change, because everybody had be<n doing differer® things
before, and what we ended up dcing, namely, committine
four large units, was much different than anybody nud deng
befors.

That was the primary nature of the changs, T

- i ———-

P ——
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guess,
Q Well, with the firs: four units locaitad
basis of a cne-aysten concspt?
L_ I would say, cgenerallv, ves,
But the first == at the baginaing we vare po:
a3 well integrated in cur plonning as we ars new,
S0 wa lookecd in general. Ve also had tha situasior

where each ccmpany had gscmething it wanted to do.

Wie sort of put togather on a cowbination enjineering

Plus management-judgmant hasic 2 mixture of what a ore-syctan
study would say and what the individual companiee wantad te
de, And we ended up with negotiated carpromise, is about
the best way to describe i%.

Q Was the same true with respect ts ¢he ownesship
of the £’ rst unit? .

A Yes, probaoly even mores so.

Because in the commicrsnt of the omearsiip of the
first four units, we did not follew the practice i doverit-d
of each company owning a piecs of each unit, That conuunt
was also added later 1£ CAPCO,

We instead, in effecrt, negotiated ownzrship:.

Toledo, for example, indicated in tna
meetings that they particularly wanteé to own 28 much s possi

of Davis-Besse which is the fourth unit and that they would

like to buy power out of the first three wnies, wntill such
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time as D .vis-Besse came cn line. And that was agraed
to in the original memo.
Qe Cid Duquesne Lignht tele an ownaership intarest in -
of the first four units?
A No. Dugquesne Light owned part of 2ach of iLia

first three units, but acne of Davis-Bezse,
Q Is it your estimony that the egual percant
reserve basis cof =llocating rererves 1s no longer fellowed

in the industry?

A No. My testimony was that the CAPZO coupen.s

0
«®

agree that it is not the bast way 2o do it,
Q You stated that when Dugquesne Light cama inic the
pcol it had the largest unit. What was tr- size of tha:

unit?

A 540 megawaiis,

P —
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Q what was the size of the lavgest C2F valit at
that time?

A Our largest -- the largeszt unit wa owned as
625, but as I mentionad, wa had a special arrangament
with Ohio Zdison where thay agreed they would rand us
300 megawatts any time that unit was cff. So we agirued for
our planniag purposes that i+ was a 2325 megawatt vnii.

Q At the time that you were negotiating the CAPCO
agreement, did CEI expect that it would be zeon recziving o
request for an interconnection from MELDP?

A No, I dedn’t believe we did expect it. I
don't think we expected a regquest for an intezconneciiecn
from MELP.

Q If the Municival Electric System of Clevzland
was a nember of CAPCO ¢nd running its 85 megawatt unis,
and experienced an outage with that unit, that unit wens
down, how much of that would CEI pick up Zrom its o
generaticn?

A It would depend on the circumrstances at ¢re
moment in terms of how much each company had in reserve,
and so forth. If we assume evervbody had a balance oz
normal situation, instantaneously wa would nick up 2il of itf,
and than gradually the cther companies would pick up more
of it, and we would come back to a load that was pro;ortiornal

to the relative sizes of the companies, and their relative

U —
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transmission distances to tha2 other lcad.
We would probably pick up roughly a third

would juess, afcer the first T2 seccnds.

up all of it initially, but aftzxr thiags scitled Jowm, it

would be about a third of it.

Q what operating reservas does CET carrvy?

A Oparating reserve, w2 follow the ECAR rula
which I indicated come out to about 6 or 7 percent.
are figurad by a more complicated formula than that,
average cowes out to about 7 percont.

Q You carry about 3 perxcent spinning reserve

that formula?

A Yes.

Q What would that be at the timz of wvour sy:
peak?

A OQur system peak is abouwt 3000 megawa:sts.

7 percent would be 210. 3 percent cspinning would be

Q And do you know what the spinning roserve
the CAPCO system would be?

A Something in the order of 7-200 megawatis,
probably. I'm sorry. You saicé zpinning resarve?

Q Yes,

A Maybe 300 megawatts of spinning reserve.
800 of operating reserve.

Q When the City of Cleveland raquested manoc

tThey

Lut the
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in CAPCO, when did CEX make it= decisicn on what ius
responot Woold oe?

A The initial raspense cof gaying we want Lo sit
down and talk with the City, X think, was made within a 2w
days and comnunicated #o the City. I think the rasponse in
terms of a specific proposal, the varions things I ontlinad
wea offered, I believe was made about -- secgms it was Pebruary
of the follcwing year. From August to Pebruary, si:
months or sc, I think.

There had been some discussions in the interim
and then we gave this writ%en proposal in two or thre=
letters in Pebruary, I beliave,

Q Now was there a meeting with the City ia
Decemher of 1273 in which CEI responded to the City':
proposal?

A I don't know. I doan't believe I attendad oune
with the City.

Q At the time cf the December 7, 1873 meetiig of
CAPCO executives, to discuss the proposal, had CET
determined what its response to the City's requesc wceuld Re?

A No,‘I don't believe so.

Q Do you know how long after that meeting CEI
cdetermined what its response would be?

A I believe it was the following Febrvary, '74, that

we sent two different lettars that cave a specific pronosal.
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Q And those letters would have bean cant shorcly

aiter you determined, or CEI dezeruined wazt its r. uonse

would be?
A I would think so.
Q Now after MELY 3sent out its reguest, its

propesal cn August 3, you te2tified that there wer

0]

discussions of some sort wiith the other CLPCO nerber:s?

A Yes.

Q Did you participate in those discusaeionag?
A No.

Q How did you become aware o what tranupirsd

during those discussions?

A Through internal company memorsnda that referrved
to themn.

Q Who were those memoranda f£rom?

A I'm not zura.

Here you. an addresses cn those mzmorandz?

» 0O

Yes, either direct addreszee or carben couv.
I wouldn't recall which.

Q Was there more ﬁhan one suvch meroranda?

A I think so.

Q To the best of your recollection, what did those
memoranda say?

A I think the essence of it was that the logical

thing would be for CEI to talk to Clevzland Muni ans
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axplore this prorosal.
As 1 said, it was several pagee and 20V Lo gc about
understanding it, you have to talk to pecpl:. T2 eisence
of the conclusion was we ought to =it dowm and talk ucgethor
Q Did the memo that yocu saw set forth what the i
other CAPCO members had stated?
A T believe that in general they ccacurred ‘n the

idea that it would be well for CEI to talk akou: Muni.

Q Was CEI then to repcort back Lo tha nther (APCO
members?
A Certainly in gsneral we keep the other CAICO

members informed on whataver wu were doing with inter-
connected operations, et cetera, and we obviously would with
this one,

Q Could CEI have simply told the City that it was

not going to permit it ¢o join caPCo”

A I gquess we could have. |
Q Would that have preveated MELP froa joinio CasCO? |
A If the position prevailed, it would hova.

Q What do you mean, if the positicn prevaile??

A Zcur hypothesis was could we havs told you thav?

Q Yes.

A By prevail, I mean if we told you that, and you

came back and said let's talk about this more, it is

conceivable after some discussion or what-have-von we might
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have thought differently. That is what I wsant by if it
prevailad.

Q Cuquesne Light, Chio iZdiscn, Peansyivania Pouerz,

and Toledo Edison had stated that they thought a grz.: idne
and that MELP should be in CAPCOmnd CEI said no way, cculd
MELP then have joined CAPCO?

A If those would have bzen the pesitions of tha
various parties, we obviously would have sat dovn wi‘h them
end discussed why do you feel this, tried o undsrst -od it,
et cetera.

While you have individual determination, vou
certainly exchange ideas with each other, et cetara. 2ut
the basic bulwark of CAPCO is this unanimous consent
concept which says in effect that no cempany should @2 or corn

be or will be obligated to accept the decisions of iz

other companies. That each of the companies iz an zutonomous

individual organization., That it is not bound by the others.
Now CEI, and in this unanimous conseny =:lg, iz
always has the three options of doing nething, sayin. ves
saying no, or pulling ocut of CAPCO. Of cocurse. tha cthers
do also.
If the otkers thought it was a great idea and
CEI said no way will we in any way, the others would have
the option of withdrawing from CAPCO, forming a new :ool,

excluding CEI, but including Cleveland Muni and pros.eding

g
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from there.

Q When did CEI first decide that the Clev's
pProposal was inconsistent with the CAPCC mamsrandun of
understanding?

A I reached the conclusion th2 moment T reao it.
I communicated that -- I was vice president of engincaring
at the time.

When I rcad it, I seid no way. Tiis is incon-
sistent on its face. I immediately cocmmunicatad that o
Mr. Rudolph and others in the company. I think the ~onclu-
sion was pretty much bought by everybody.

Others reached, I think, the same cenclusiosa

independently, but at any rates, very quickly we concluded

that some of the things we were asking for wcrc inconcistoent

with some of the other things thay were asgking for.

Q Did you have a meeting with the City afie:

the City's August 3, 1373 letter and prior to the De:omher 7

CAPCO meeting?
CHAIRMAN RIGLER: By "you," do you mean CEI?
MR. HIJELMFELT: I mean =1, that's correc:,
THE WITNESS: I don't know.
BY MR. HJELMFELT:
Q Now I think you testified that the initial
response of CEI was to write back and say, hey, we cught to

discuss your proposal. You don't know whsther ny such




ars l 20,439
I discussions teook place?

A No, I don‘t.

o

Q Do you kncw whether the City thea was evar

informed that its position, i:s request was inconsistont with

S S

3 i the CAPCO memorandum of understandinc?

3 A I would presume they were from the dizcusuicna

7 % somewhere. There have beeon a lot of discussions,

3 i Generally speaking, I was not Involved in the nagotiutions

)’i with tha City. I had been in just a few moetings =arliier
i when we werc talking abcut che interccnnection itsell, and
il the communication among -~ the internal ccmmunication
12 during the course of the negotiaticns was relazivelvy
13 ﬁ small. It was confined primarily to those peopl:c who wars i
m:i involved.
15 i Although I have heen very much in ail of <hz !
”Sig CAPCO negotiations, I have not been involved in the loni |
{7 i negotiations. So I'm really not qualified to tell vor what
103 happened in the Muni negotiations.
1 | Q You cannot say from your own kncwiedge vhather
) ! or not the C.ty was ever informed that its regusst was in-
21 i consistent with the CAPCO pool?
22 i A No, I can't say that from my own knowladg.:.
23 | Q Do you know whether the City was ever infumed
23 that if it joined CAPCO, it would bave to participaz: in coal-
25 || fired units as well as nuclear units?

!
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A No, I don't knov.

Q You testifiad in a hypothasical vein wiih
Taspect to what the affect weould He 4F the Ciyy jcinad
CAPCO. Was any such study actually nmade?

.

A I teatified about tha ztudiss wa aade of zie

hypothetical =zapecity effact., Thess wera the caly ~-
Q That was in 1967, or dering the negotiaticng?
A About: that time. Tha: was the only seudice

that CAPCO made rslated to Clevoiand funi.
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;! Q How about CZI? Did it make any s:udy afiar che
i'

" 2

i

|

study aftar tha City made i%s preposal on Augast 3, 12732
. A CE coursa, CZI h been sinudying the Limpll2iwedcns

>f Muni 2né nparations with Muai {or 50 veors,
;:ﬁ We have had all kinds ¢f studiecs. Tha 0ol fics

3 E 7ou are talking about of the immliicationz in CiPCC, I ;
cecall participating wysalf in an 2£Ffort wo lizt e

4 || responsibilicies and cbligaticns =<f CAPCC participaiisn,
'

wnich I belisve was to ausizt cur attorneys in negotlaticn:

v
\
:. "lith Mu-nio
3.‘
5 Earlier you had asked Gid we comnunicats 2ur of
i this. As I think with you here, my raccllection is bacaming
]
|
| clearer, :
§ |
i I participated in helping the attozusys 4o -
|
i understand this pecint. Te what extent and how thsy comwnigated
. |} chat to the City, I don't knew.
5 |
]
o v} Now, in this listing cf the responsibilitice thon

thea City would undartake if it joincd CAPCO, was thare an

L<

O

« i englneering occnomic studies of what would happan in CLPC
iy if the City joined? i
2. ] A There really weren't sngincerirg econamic studisc,

.. (| as such, ;

[N
AL I think we went through the Rnental proccss o Ffes-~
S——

g cribed awhilz ago, when we seid we would take cll of c.o

= Muni dzta and input it. On a weighted averags bacis, :ince tthey

arz one percent of the load, they would have a one znercsnt

~— —— -
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affact cn the rast of CAPCO. What CAZCO would rde in &ha

ey

P = ' 3 .- * . d-de By onsll & iy
cae=gystem study weuld oa the semz wisgthor ik had thal
.

Muni system or aot. That is what tha ona=aysien gitudy wzul

say would be auout the suee.

Q What you really are zovine ic on the buogis
of judgment you mace that decerminaticn withort makin. ==
actual stucy?

A That is right.

Qa Getting back to the= point “n time whean CEI nuadz

a determination what i.s rasporoe o the City's recuast
for membership in CAPCO would bz, do you recall .itending

a CEI company meeting on Auguss 3, 1573 attended oy

Mr. Rudolph, Mr, Ginn, Kr, wWilliams, M=, lauvser, s, Lonsdsa’

M, Crammoff, Mr. Pavidson, . Lesior?

A i can't recall exactly the specific Jdate, «=
cetera, but I cresume fLrom waat yor ara seadiny, ther
was such a meeting, and I can visuzlize thers vould h ve
been, to determine vhat oux rvespense waz on this proposal.

Q Do you recall at that point it keing decld.:l
that the company shculd refuse (5 Clavelsnd iis bacominc
a member of CAPTO?

A No, I don't recall it. Z'm not saving it didn't

Happea, Dut I'm sayiang I don't recail ic.
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Q Is ownersiip in CAPCO units determined oy :che ;
Z;i P over N me:hod? ;
-‘i A Yes., You are talliing abecut if wa wvere deing it g
. 2 Il
: - § now, We have changed the system ovar the tima, i
. 1‘ But the last time we calculatad ownerzhip in the ;
. } units, which is when we allocated tha last six units,
) it was done by tha2 P over N method.
7 Q Ara you talking with thec calculation of
’ of capacity responsikilicty or the actuvzl wmerzhip of
d the unit?
! A The last time what we did was this: The last
six units were committed all at the same time.
|
) Twc units at Erie, two units at Davis-3Resse 3 and
. 4 and two units at == which were they -- at any rate there 5
y
were six of them, all committed at the same tine., We calculateﬁ
o equal P over N for the last unit. That is for the year the
13‘ last unit wotld be in service,
i We determined what the percentage cownership
. should be in all six uwnits to achieve egual P over N for |
’ that last year.
. Then we had agreed in advance they would accept
g the same percent ownership in each of the six units, That
" oy is precisely the same,
s H Then we would have buys and sells which we claled
™ tentative buys-sells. The intervening years betwean “he 5
“> U1 7en ana oth units and 8tn end 9th and sc forth. '
|
RS St iiEs o A
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In the end it would ccne out amactly zero, LI
we forecast everything right on ths ass2. 'z alac

agreed to the arnual trime c2iculaticn ox buy-szel.l.

10,444
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Q Total ownership was determinad by 2,7, zut with
respect to certain units, it was negotiatad? i
A No, it was agreed ua would have tha zane rarcantave
for all wnits. What P/N gave us Zor the tocal of &h. six
wa would use that for 2ach of the six. |
Q That would be the zame as if you calenlated it
with the P/N for each individual unit?

A Close, but not enactly %@ save. One cf the nain

reasons for this was the coucern about slichtly &iffering
percentages in differen: units and just the kookkaeping
complexities, et cetera, which is what we had in zhe
previous units.

We said everybody ownecd the sa== percentace, and &
lot of things will be a lot easier. Things were hard
enough so we concluded meking them a lot easier woulé make
them desirable, ,

Including ownarzhip in nuclear fuel, for a-anmpic.

Q 1f a system doesn't agree encugh to need tiat !
i
percent that is determined, it still has to buy tuat 2
percent of the unit; but then it sells megawzits; ls =hat
correct? |

A That‘s right.
You mean if the load forecast turnc ou: to b2

wrong?

Q Correct.
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1
Q What cral=fired nlant does CABCO 22w slan <o @
puildz f
i
A Three diffareni cenerating units at che :ansiin*di
lant. |
!
Q Thoee are all currently planned?
A Yes .
Q Are they currencviy all under constraciion?
A Yes,
(3] When was the las* one commitied tc conztiistion?
A I think that Manziield -- dara, I wish I 'reulé
reneaber -- whether Mansfield 3 waz one of “hcoe las -
3ix or not. Let me count thum off here.

The firet four, Beaver Valley 2 -- Porry . and
2. I think Mansfield 3 was not one of those lasi =i~

units. It would have besn cormitted beyend arownd 1170 o

. e i . . .

80. |
I have trouble with all of these dates ca oll o3 3
these units. 7that ie easilv decorminable. bus I don = f
have it in my head. 3
Q All the units comnitred sine? Mancfisld bLinve been
nuclear? i
A Yes.
Q You indicated that if M=P f3re in CAP{Q
and they were making a cne-sveiem study, that thae rosulss

T ——
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might not be what the City had wantad, or witat the Oy

would choose if it were making the study wo fli i&s rseition”

A Yas.

») Could that happen and the result still Ha botter
than a plan for the City isolatad?

A It would be battay ¢han a plan for the Ciuy
isclated, yes, but it might not bhe a3 good as il the CTity
accepted the proposals that CEY has mada,

MR. HIJEBLMFELT: I nmove to strilke that las.: part
of the answer as being nonresponsive.
CHAIRMAN RIGLER: Grantad.

BY MP. BJZLMITZELT:

Q Did the City once ask for firm power and
have that recuest refused?
A Did the City once ask for firm power and lLave it
refused?
I don't recall. HMayba you can refresh my memuiy.
Q Do you racall whether CEI evar ruspoaded -t didan‘t

hava any power to sell to the City?

A In connection witlr the Fsdsral Powar Comm isica
case, when the City was 28king for smergency powsr,
specifically when Mr. Hinchee was the director and t«stif sinc
at the Federal Power Comuission, w2 made it very cle:z tha.

our understanding of emergency power was that it wou < he

sold when, as, and if available. 2And that we would Lot

e — o ———— s A ——— o — - A— — . . W——_—— S — - ——————— < v+
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3

guarantee that this wonld ba firm power. And thos i3 rabts
should ba Zased on ¢hat pramisa,. And w2 wiated oo b, sur: =hes
dr.linchee and the Mun! vsiem wnderstoos “haz Lhot s

the kind of pecwar they ware ashing for, and Shat wa- 7o cin
of power we ware willing to provida,
Q In 1274, 4id the City raquast fimm 20u3r .8 von

writa back a lsitter to the

City saying that CBEI aidn': have

any firm power to sell, or 'as unwilling

0 maks a e:la

URE——

of firm power?

A That well cculd he.

Q Has the City aver beaen offarad an opportur ity
to participate in all CA2CO uniss?

Yoor &

A What was offszred was an opportuailty ¢o rsarsiciprts

e e — — —

in every unit they asked for participation in. (han

they didn't ask, I don't believe we offars

)-

‘e

Q With respsct to CEY's offer ©o sell a partion
of its shars in the CAPCO uniis to !ELP, did ¢ho
other CAPCO menbars agres to malke an adjusenent in Cfi's :
share in the event thait that sale cegurrad?

A They agreed to consider an adjuctmeni in ~27 =

- e -

share and, of cnurse, throuch the buy-zall arrangotanc, we
were all committed to make an adjustment in the chare at laast
through the buy-sell arrangemenc.

Q Now, does the unanimity rule apply €0 == it re

start ovar.

————— - — T — . S————— S — . T—— - T
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Ig it necensary for a mzaber of CAPCO ¢n gut

permission of other CIPCO unliie «~= CAXCD wmonbars to 2agaic

in joint owneraship of gexaratinn with a nonCiPL0 waomiex?
A What the contract acys, waat the CAPLC we crandw

of understanding says is that we will not entex into an
arrangement with third parties if they adversely aficce the
other membars of (AP:D.

So applying that specific statenent o iz
hypothetical case vou squaatf if you could wmaite this
arrancement without advarsely affecting the other pertias,
you could do it unilaterally; if it advarsely aflect:d tha
other parties, you would have Lo somehow take cazre ©f that
adverse effect before it would bzlegal for vou to maks
that agreement without violacing th: memorandun of wder=-
standing.

CHALAMAN RIGLER: 1I'a golng to call a shoit
break, Please don't leave tha room. I will he wwo «r
three minutes.

; (Pausa.)

MR, BJELMFELT: Could I have my last guecilon,
please?

(Whersupon, the reperter read from the

record, as requested.)
BY MR. HIJELMFELT:

Q Who would determine whether there was an :dverse

A~




effect?

A
would make the initial determination and v
CAPCO what¢ ocur conclusicn was,

Q Would most -- weuldn': all joint ownexrship

arrangements have an efiect on CAPCO?

A I think that practically speaking. if yon are
3 talking about selling 2 pieca out of our capacity, it would
9 have an effect on CAPCO, beczuge the amount of powar
) J available for CAPCO would be reduced.

| So that I think what would happen would that

i

we would report that. Ve would point out that the sovol is

less. We would point cut that the trim calculatican, buy-

~e

sell calculation will adjuet our gharas and that sitler w2

think this is a material effect or it is not a mater: al

()

3 E effect.

- It would probably depend on whether CAPCO were loug
3 or short on capacity. If CAPCO already had more capucity thx%
3 it needed to mpet its planning criteria, then the efiact :

|
|

) would be minimal or parhaps even favowrable. II it wure

short of capacity, then the effaect would be advercse.

o | Q Has CAPCO generally been short of capacity’?
g S CAPCO was short of capacity for several years,
4 and we are now entering into an area -- let me take :hree

a1 aspects:




17

13

i3

27

21

23

24

25

We were chort for some time. V2 aven pat .n extra !

gas turbines or combusiion turbines o make up for :h: .

Then we defarred units and sald e azre oolig t©a 20

short in the future. And the loacs develepad as zapill) asg

expected.
So we began ¢o be lcng. Richt ncw we axpect Lo one

long on capacity for the next geveral vears. 8o th2 itui-

————— e ————

|

|

|

|

shortace. :
tion changes, I guess, in ansvar to your cuestion,
|

|

- T e Ay Sy




Q So that delay of tha Davis~Besse 1 Unit coirg
into cperation wouldn't affect the capacity == wouldnt
endanger capacicy in the CAPCO arsa? or weuldn'e enganges
reliability, I shouid sav.

A The unit was supposed to go in Dacerboer of '74.

We had adequate capacity in 1975 and we eupect +ou
have adequate capacity in 1376, even though the uni: is nov
expected to be commercial until =2ariv in *77,

Q ¥You expect tc be leag ca cacacity in 12777

A We expect %o be long, assuming that DRavic~Bezzaz
and Beavery Valley are both in serxvice. Beaver Valley 1.

Q Now, assume a joint cwnership agreement Latyecen

a CAPCO company and a non=-CAPCO entity which docs not invol e |

a sale of CAPCO capacity.

Would that have an =ffect on CAPCO?

MR. REYNOLDS: Let me heave thac guestion sack,

(whereupon, the rerorcer read the pendinc
question, as requested,)

THE WITNESS: Are you talking about an existing
joint arrancement or new one?

MR. HJELMFELT: A newW OnQ.

MR. REYNOLDS: Joint cunership arrangzment .n
what sense?

BY MR, HJELMIDLT:

Suppose that the parties agree to jointly econstruot |




10,453
If

bw2 "I an operating unit?

a2 & {

A Inasmuch as it would incrocase our canacity, i¢ |

wa jointly own the unit with some third partv, a new vn.t, |

then that extra capacity broucht into CAPCO, would not

3 adversely affect the other parties in CAPCO,

¢ It might favorably affact them, but it wouldnit

/ adversely affect them,

e Rave I answaered your guastion?

I'm not sure I undarstaocd your question, bhut i I
10 Il haven't answered it, let me mzke it clearer or have I

11 | answered it?

i2 Q I think you have answersd it. What i3 typical

13 §| in the industry?

14 A For what?

15 Q How do you know when scmething iz typical in the

16 || industry?
17 A Ch, I would sazy you would say somethino wa: typical
i3 || in the industry, if it was a widespread practica, ;
19 If a lot of companies similarly situctad vermm
20 || doing it.

_' 21 Q So that if a lot of parties are wheeliag power,
22 lq that is typical in the industry?

23 A Yes,

24 Q How many would it take to be a lot?

25 A I don't know how manv it would take to be 2 lot.




1’),‘;-’14 i

It is a judgment kind of a thing r that you really have to ha :1

specifics in order to form the judgnent, It ils vary Jdifficuls
to exercise judgment on a locsely defined hypothoetizal.

Q Ars you aware of wheeling in tha CVEC agraemani?

A Yes,

Q Are you aware that PG&E wvheels California

Valley power?

A I wasn't aware of that,
2 Are you awars i N.ii, Public Service Coupany
wheals for Plains Electric Co-op?
n No_
Q Are you aware that the Southesn Company wiculc
SEPX power?
A Yes.
Q De you know any cther companies that wheal 3UPA sore '
or groups of companies?
A I'm not sure.
CHAIFMAN RIGLZER: Do ycu want to spell CEPA poOwer
for the reporter?
MR, HJELMFELT: S=E=-D=A,
MR, BUCHMANN: Could T inguire if tha Witness
knows what it is?

THE WITNESS: Southern Pcwer Administration,
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c Are vcu aware that

PASNY pover?

A No, I wasn'z awar:s of tuat.

Q Are you aware that I8 kas ajrzad to whe=l pc
for Richmond; Indiana?

A Bo.

Q Are you aware that Chio Power has agrezd to w
power for Richmond, Indiana?

A I had heard it wazz bHeing considered, tut I
wasn't aware it had been f£ins:izzcd, if it has Leen.

Q Are you aware that Louisiana Pcwer & Light he

agreed to wheel power by,

systems in Louisiana?

A No.

has

DT
Pl?u- dN\

ctween, and among muaicipa.

agraad to whuel

.

Ll A

e
.l

Q I£, in fact, all of these wheeling cranzoc :icns

exist, would that be typical in tl:e industzvy?

A I don't know.
Q With respect to the Decembor 7,

you know when Ohio Edison and Penr Pover contacied

e

with respect to their resporse %o the Jity's raguasa?

1273 moatinwg,

3

I ——

A Not precisely, bui I taink it was fairly orcasily.
Q Do you recall whetbar it was on the sane 4.7 ci

the meeting?

A I believe that Ohic Edison indicated the.

probable answer.

I'm not sure whe+™ -

1ey wera givigsg it

54

C—— e o
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BY MR, HJELMFELT:

Q Are you aware that Now York Utilities whaeal

r

PASNY pcower?

(8]

4 A Yes, I think sc. |

ES26

)‘.
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a definitive answer or whether they were talling us how

they were leaning.

Q Was their ancwer a cefvsali?
A I thipnk the essenc2 of their answer was wa

wish you people could handle the preklem. The aeart of
evervbody's fseling in the CAPCO arrangement rezally was,
"CEI, why don't vou talk to these Cleveland Muni pecnle and
see if you can work out 2 proper, equitable sclution?”
Whatever the fancy words that were said, I thiak that wes
the heart of the ansier,

Q With respact tc the Borough of Pitecairn, I belizve
you indicated that CEI didn't thirk Pitcairn underscood
what CAPCO was all about; is that correct?

A That's right.

Q Would it have helpad Pitcairn to under=ztan:
CAPCO if it could have looked at & copy of the mamoranden
of understanding?

A It might have helped, buat I think thev would
have been better off to talk with scmebody who undsis-cod,

Q Are you aware that CEI refused zo zmvid: o cony
of the memorandum of understanding %o Pitcairn?

A On the contrary, I thoujht we offared to gis

down and discuss it with them.

Q Did you offer to show them a copy or provide then

a copy?
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A I den't know whether we offersd te provide whem
a copy or not.
Q You spoke of defer ing units tec prevant CA2CO

from obtaining the -- deferra. of CAPCO units for Ffiaancial
reasons. Did that prevent CAI’CO Irom obtaining cptimunm
cocrdination?

A No, it didn't prevent cbtaining optisnmm coourdina-
tion. What it did was reduce the totzl capacity that weculd
be available to serve the load. We still had tiie ootimun
coordination of the capacity that was there.

Q Would the pcol have been better off if it hacd
had that additiocnal capacity?

A It would have been better oif from a pcint of view
of reliability and worse off Zrom the point of viaw of tha
financial stability of the sonpanias.

Q In considering whai is the optimum cocrdinction,

you consider factors of relialility?

A Yes.
Q Is thers a theoretical optimum?
A No, the optimum contains a number of tecanical

aspects, but it contains a lot of judgment alsao.

So it isn't a thing that you can just grind through arnd
out pops an answer. It takes a lot of interpretation and judg
ment to determine what is optimum also. That judgm=a= can

differ.




18] -

——— . & o

W

4

wi

[ &)

g e

10,450
Q Was that gentlemsp’ s agrecsmant resgazd 2o <he
December 7 meating?
A I don't raszll. it was discusced a3 shoat ar .o

conclusgion razached a:t one of the executive asmaitta.

meetings, but I'm not clezr in my mind which ona it wo

N
¢

MR. BOBLMFSLT: I have no furihar guasstiona.

CHAIRMAN RIGLER: Iy, Smith has a2 gquasiicn ox
twe at this tine.

MR.SMITH: Mr, Williams, I think that I aid not
follow tco well some of tha testimony in zelazison o
allocation of capacity responzibility in CAPCO. aaé I weuld
like you tc help me understarnc i1z betear.

When you usz the term “equal parcentase’ i
your testimony, what do you mean Ly that? I thinik o,
Hjelmfelt used it in his question.

THE WITNESS: We have talked about egual percaal

reserve, and w2 have talked zhout agual P/J.

MR. SNITH: ZEqual parecsnt zeserve, wast o voy o

by that?

TEE WITNESS: Equal perxcent raserve, I maan 2

i

sitvation in which each of the companises h
reserve.
By percent regerve, I mozn tha ~-
MR, SMITH: Perxcanc 0f peeak?

THE WITNESS: Perceant of pealk on the highest

R

PPN ——

o
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load day o che year.

2 MR, SMiTH: Ckay.
| . .
31 Was 1t your tastimany that P 9N was Sompasad
]
i ; ? o _
4 based upon what ix would bz a% ¢hu end of the oormiat.on

of the gix units?
TEE WITNESS: %hat I was trvinc %3 oav ias

that in crder to allocate the ownerchip raasponsibility in

]
\
i

9 |! the expected acticn planned, savesast in-servica Aa-

&)

the last of these mnits. Let's caleulas what =otal

N - e

|
11 ; generation world give each of :zhe companics egqual ».M.
12 i Then let's -~ that will detornine tle tocal nara-
12 | watts out of the six units.
14 ; Let's allocate that among the six vnits oo that
153 % each company geis exactly the sans owners:ip in cach of zhc
|
.3 i six units.
17 ; MR. SMITH: Wher the £inal unit goos on lina, L S
12 P/N and your equal percent rasnrves would Lo the sauz,

19 wouldn't it?
23 TIBE WITHESS: Not av al:.

21 HMR. SIZTH: ‘ould it ba cloze?

22 THE WITNESS: ot nucessarilv. The pereent
23 reserve basically looks only z* the ingtailad s Bagcizy anag

24 the load on the highest day of the year., Tha P/N moihed i3

- e -

25 much more sophisticated approach which takes inco ac- wnt

A

——— . ——— - —
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! the forced outage rates. the uizes of tihs various uni:s, i
]
2 the maintenance schedule, the relative raliagbilluies oF |
i

, the units.

It takes intn accernt the lcad on thz2 nthe:r 20613

S days of the vear. ‘

- {
3] It calculates by s computarizad methed <hu likeliq
7 hood cn any civen day of kheina lcug or 3noxt, aad ©f cach

3 | party s being long or short.

9 It calculates that rypothetically fcr avery cas

12§, of the days cf the year. It zcdds all of that tcogothers,

11‘ On a day it is lonc, it is positive times uo '
12 many megawatts a day.

13 f On a day it is short, it is 2 nagative.

a 23 14
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You taks a ioch at tha laoad on tha ichess-

| single day. You ignere tue reut of the Factori.

The gensration o tha highest singl: day. %he

| difference betwaesn the iLwo nurbars civided By che 1sald ia “he
parcent reservas, Sc the twe ootheisr are seles arazs: iz

1 €erms of what 1s involvad and +shot is congicares and

RN LY

i If they came out wiil the same arswer, it weald

il be sheer coincidenco.

equal percant recerves?

oia

THE WITHESS: If all of tha capacity on #ha 70t
¢

were owned by all of the comvanies;ia thze cene

; percantage, then %#he two me:hcﬁa'wouﬁl approach the &

| angver,
i Although, ©c be *he szame, nc: only vould i
capacity have to be the game, but tha lezd 4 pattaras would havs
to be the same also.

That is the ratic of the hotiast pear lcad,
§*h;qhest peak locad on a hot day in the swmmer o che Lssant
peak load on a cool day, that ratio weuld have 5 be bl gL

jj seme for all companies 2130. Thay o appro=ah eisdd: ooh e,

P e b

O T A M S Sl %

- ——

- - — s B A A e

MR. SMITd: Deossn't application of ? over i agnioich

S
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more you raetire zhe cld, individuallv=cuned anits, thev arpioac
2ach cther,

But they wouldn®t rs2:ch 2ach other unlasc e
capacity and load characvarizations zye tha sams.

MR, SMITH: aAre they gonerally <lose in ihe paad
ivad days ia CAPCO?

You have similar syztawms, don’t vou?

THE WITNESS: The variation is move than on2 might
expact. The heavily industriali=zed areas ars diilazent thun
ticse that ars less industrializzd.

Our forecasts are Jdiffzxent. X vou lcok au

t

only the l2-mecnthly peak lcade, CBI, for example, has Zfexsoas

the other 11 menthly peak loads clcser to tha systcon posk

than some of the other ~ompanizs hivas.

MR. SMITH: Dces 2gucl percent resorves anticipais

a parcent of th:z CAPCO perk or tha individual satitizs’

seakr?

————

. " _ !

THEZ WITNESS: 2qgual percant T2SErvas ould maan tiat)
i

i

)

each entity, separately calculated. vas the sans as each 2
me. That is what wa mesn by equal ia agual percant
reserves.

If overybody had same percent reserves, then the
toctal would be the same also.

MR, SMITH: In refarencz to whos2 peok?

130




re3d p THE WITHESS: 2acn on2 in ragarveas o Lio

- e Lot . - oo o & j I Lales o» -~
MR, SMITH: ¥hich mas or ay uot o8 L

< each obther?
THE WIT™NESS: 1ot o bact up o sinuue.

1 ¥R. SMITH: Wa havs ilffscent peuk deyl?

g || parcent raserva on the basis of

day it ocours to its capacity con that day.

. || 2d4son. Those might be four diflfzreat dovs. ¥hsu you
.~ || that percaut nvmber, 12 you adiugead thu cajacily nc
i 8
}
.» || those numbers equal, vou would M2 wing he se-oalls
|
o | paroent reserve naedhod.
1%
- | MR. SMITH: “hez You 5@l youuo BaLlioy:
5 | X e s <

i N %o your first unit, isn’t =he aifoct oI fhat 2o

P over N and to approach perc:: Lace rezerve?

percent reserve,

by a small amount, It ien't ncessarily closer than

farther than z2qual pexXcuni rescive.

i

MR, SMITH: Could iz bg -7 ar than?

m

THKE WITNZESS: It eoould he, It could be &

8

than. I wouldn't know wiizhour aking the calevlation

1A\
m

Duguesne would @o the zaw2, Chlo Zdlsmon

A There i3 nc ralatiocaship betwaan tha ? o

It Ceparts Zxrom egquzl P over N, nregunably
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wavs, which it “usned out to bho,
MR, SiITH: It i=2 vy inpyassican, staldlatically,

chat

lat ne

wJ

3 Basndeloinsy S ey Hy - 2 $ da v wins SN msm e e oy oy
could not be ferther Than, That i€ wonuld zonzrad.

3 - . - LPMmTe s g v e Nl SN 2o
That is why I asited you 2 guistilng.
Thani vou, .

TEE WITRESS: I den’t thinikt you covld nay,of

gay, I don’t thiak X eculd say with say coaficdance

which wey it would be,

CEAIRMAN RIGIER: I3 there further gross-axsudnastiun
MR, MELVIN BZRZER: 7a3, Lhore is,
Would this b2 an ~ppropsiate wdrs for a Inach

break?
CHAIRMAN RIGLER: ILat's go off the mscoxd,
(Wher=supen, at 13:55, e hearing was racessed,

tc be reconvened at 2:CC p.m., this semz dav,)
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AFTERNCON SESSION

Whereupon,
HAROLD L, WIili.Iinawug
resumed the stand and, having besn nrev.otg)yv duly swoin,
was examined and testified furchisr ac follows:
CROSS-EXAMIMATICN fCon:inuzd)

BY MR. CHARNO:

Q Mr, Williams, did vouv review any watuovials
prior to vour testimony righ:t now?

A Yes.

Q Can you t2l1) us what those treps?

A You say prior to; y~u m2an in the last 10 ainuces,
cr the last 10 weeks?

Q Aaything that you usa2d wo refrech vour racollaz-
tion prior to testifying.

A I reviewed very briefly a2 consideraple amount 35

correspondance and so forth frem my “iles “aat had naap
assembled b5y counsel.

When I said “very briefly,” T mean I lzafad
through the pagas. I looked at the minuies of zome of tha
CAPCC executive committee meetings. I talked. of course,
with our attorneys. And I asked iust a faw questions, hut
very few, of others inside our companv to h2lr vofrzsh v

recollections.

S —————

e — —— o -



to date on the unit they wantzd to buy pewer in. Lf£ thav
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want to ba a 3 percent owner :n the unit and
have already been invested, I unuld expect tham o Hick up
the 5 percent of the dollars "awvestad with tha interest on

it.
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{(¥herauvpon, :ha fer:

zending quastion, as reguasiec

T DoQoes? e & e
MR, LESSY: Lzt ms i’z

BY MR.

TRSSY
~BS8Y 2

Q If a aci

l2t%3 say Detroit Edisen fell o

said, I wan't CAPCO, evcervthi

willing to ray fixed chargos o

5 units vhich wersc installed

%]

Would you then bz i 11:

ship parts in thoses two unicn

A I don't know whathe:

would taks a ilot of careful =2nd

existing capacity, for
capacity iz it is huils

Wich the prespectiv.

;' at cetera.

It is one tr.ng prc.
very beginning and take 211 of
unit. It is something elge to
succasefully oparatad and say,
of the unit. Now, that I know
All of the risk has

owners and whether we would b=

ility war:z: 2o

- - )
LY Teec e
zphirasc L.

e

- —_

- ——— - -

van or elight ysars aci.

11iag €C give aze:=38 or ounoy- !
. , |
9 tha nel’ mItoess? |
!
we would or not.s I =hink thet i
§
dzep study kalsr: wa would know
)
shings sith raspaet %2 !
i
as comtragtad ‘7ith »ro ecend i
!
ad s knov war tha co=3s are. |
o {
thara are many uncar:a ntias,
i

gectively to coin in from “he

the zisks ovf owieschiin :n &

wait until the it is
okay, new I will take a piamn

it ig successiul, et caiera
been taken by the present

#illing to s2ll purt of those

vy ca e g
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what are the Denefits of mseking thz sola
all things vyou have o definec and wuites elearly Lofora vau
could answer the question of wuather we would b2 7iilinc 2o
the sale cor not.

Q I2 one of th:s muniaipal 2

to come in to a unit that w g two~thirds under ccaz .racticna,

do you feel it would bhe nec:gsary ©o sell pari of £
share on & profit basis or juz: on 2 ces: rTacovery husle?
Say 30 megawaits?

A I don't sea that the =ituvetion wonlsd ha ~av

Edison. Therec has got to ba a bLeanefit in it to w2 of &2
transaction or why should we riokao is.

a ¥lell, if you == sav the municipal glaoirio
g

system cam2 in for 30 megawattc of 3 plame hat g Coo-thisds

under construction, and you rocovered all of vour oo i,

-

What else would thera be to baze veur prolil c-?

If you fully recovered vour cc:ta, vhat weuld You waas to bara

your profit on?

A The illustratien iz so strance 4o ma <hot o
just really don’t knecw how *- znsver it. In amy eraasaction;
if I was bullding an apartment building, and gonzbhody azmo
along and said, I would like t2 buy a 3uite of ite
condomindwi, what worl< you baze veur selling prica on  otho-

than ccst and why wouldn’t « you e willine e

-
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You can treat =han

system, But if

yeu just tosk
for =2ach of the variouz mawnic

tocgethar in one rocm,

forca. If they 2re one systs

one system. If chey are r=za’
them that wav.

could send a representative *

to commit Painesville, Ciavel.:

I can't concede zhut Clavaiax:

To the executive commitice a

Cleveland.

It is really incox

anybody could ccia2 to thewe
of trose cities,

Q Suprosing they ag-
firm represent their inceros:

firm could hind chem as much

1Tney were poolinc th2ir resou:

way to do this feasgiblvy?

MR.

questicn as to whether Ohio nm-

delegate such power to an eng:

THE WITNESS:

you are hypothesizing sounds ¢> hyscthezical .hee I caa's

thay wouldns®

I can't imagi-

;3234598

BUCHMANN: I a-

19,517

L molZe one i3njyinear:

; you could treat thea us

¢ szversl, you wve to rea:

2, Iar example, tha2i thoy

£l executive commitcec raady
2d, and whatuver othaz entities.
e3r send a ropresentativae

1oried to comdt

zzhengikble tc - chat

21 to have an encineari-

and this enginceving

%3 oar CAPCO yeprssentuld

8. Wouldn't thai be ¢
jume you are not asgking
wvicinalicies car

weering Iirm?

Anything is poseible, dbut t4e

rzady to commiz &)

.ng

ae

gho legal

cage
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A Yes.
2 Do you know when the el lozding for Davig~besss

is planned?

A Puel loading iz plammed thic 211,
Q Would the =--
A Barly fall. Late September or cerly Cctobar.

I don't know &xactly but that is abaut when.

Q Would the participation of the “wnicipal
Electric Light Illant : these nucloar units oa oliz herns

proposed by CEI be more benaficial tc CEI than i7 “he Munleipal

Light Plant becar~ a member of CAPCO?

A Would they be more beneiicial to CEI than if thovy
became a member of CAPCO? 1In terms of sztraighi éEallavs
I don't think there would he very much differsncs. Thera axae
all these complexities of membarship that do concern us.

Q In terms of those cermplexitizs, wiich would bhe

more beneficial?

A In texrms of the complaxities it would zo mors
beneficial if CAPCO were not enlarged by adding anvhody The

present CAPCO Committee structure, number of manlzre is
already difficult enough. So in terms of complexity, we would
be better off if they would buy the powar or malo some cther
arrangements, short of members™ir in CaAPcCo.

Q I believe you indicated in responze to a cuwastisn

by Mr. C!arno that there are more companie:s committed to
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Q Did you review anything in tha wev 9f dooumaernia:

materiais other than your own Filas?
A Well, it was ma2tevial that had kzen assenblad
for me by counsel, and it won material which aither I

Sw : - - -~ - oy oy Yoy T g &o P =.
wrote or received a zopy cf. £o prasumably it came fron

my files. Although itz iz roesible that z2cme of the macsrial

from ny files had besen thrown zvayr and this was a ¢npy fzoam

somebodldy else's files.
I didn't get it frem my filaes. I goe it from
counsel. But it was muterial which I had scen bafora.

Q You mentionsd the axistence of mamoranda
concerning nonCAPCO executive msetings of TAPCO parcoancl
with respect to MELP's request for a CAPCS membarship: is
that corrazct?

A I'm not quite sure I undersieond. You menn
neetings of the chief exccutives at tines other thoo.
the regular executive commitiie mcetings?

Q I'm not sure what your iestinony was. In
response to Mr. Hjalmielt’s questioning, voa indizaved yon
had reviewed cne or more memcranda concerniag discusslons
by CAPCO personnel of the Clty's request for CANCO ss.ior-
ship.

Is that a correct cuamary of vour teytinony?

A You mean Claveland or do you mean Pitsaim?

Q I mean the City of Cieveland.
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A I have reviaswad sona cocresvondenca relathadl

to tkat, some internal company zemos, a fzv, I weovld sav.

Q Could we make == <o you have those hers with you
today?

A No, I don't.

Q Lo counsel have those available for our
inspaction?

MR. BUCHMANN: I must confsess, Mr., Charno, I 4>
not know to what Mr. Williams ig raferring. Buit we wiil
check and we will advise you if ii is sometiaing you aiready
have, or if it isn't something you already have, aand it i3
not privileged, we will producs it.

MR. CHARNO: Thank you.

BY MR, CHARIIO:

Q Mr. Williams, o you reczall any meetings o Ca3C
personnel when the possible participaticn of 478 in
CAPCC was discussed? This would have been prior &0 ~he
sioning of the memorandum of nnderstandinsg.

A I am a2 little hazy on whether it was actoall:
discussed at an executive msecting or whethsr it was
internal, but I think we spoke about the possibilicyr chas
first of all, we did speak about the fact that Dugu=2sne
Light had a jointly-owned unit with APS. 3So zertaianls tha
question of APS being invo.ved was ccnsiderad av ths cira,

Whether 1t was considered with the (CaPCO
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axecutives as such, I'm not ynite 2lear, The geaeral tenor

e

of the thing, it seems to me, 7as chite Duguz2ene waz considecing

"

whether to join with us or wiih AP3, rather than whathe:r :

APS should join tha CAPCO group.

But you ares sort of asiking me to recall that :
Duquesne was thinking and doirg, aad chat ig a iirzia hazv.
Q Iou have no p2rsonal rscolilection, thea, of |
CAPCO meetings or meetings of representitivas of =ha
companies which ultimately formed CAPCO whara LSS Darvicipa~
tion was discussed?

A Not very clearly. It may or may not have been.

I certainly have no clear reccliection of it. |
o) When CEI approachad the BJIM pocl, what method
of reserve calculation was thz

A It was a relatively simple metihicd. I &oa'é

know whether it was eqgual pexcent resarve oz not, nut it wac !

a relatively simple methed, '
It wae nothing as intricaze as what CLHCO
using.
Q 8ir, you have testified that CAPCO utili~as
compulsory arbitration to resolve differsnces. Whar wonls La
the scope of that agreement?

Yhat differences coulsl be

SN v——

resolved by compulsury arbitrai:ion?
ey The contract provides ofor it. It has n.

been called into play, but the kind of things ca

b
3
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expect there to be diffsrarcee on would be the resuits of a
one-system stucy of what is ithe right kind of capacitr,zice,
type location, at catera. Or as I mercioned, the nuinber
of times we have changed tihe situation.

I talked about thz need for flexibility Sacause
of changed circumstances where the contract oricinally
anvisionad doesn't L4t the circumstances vou find voursel:
in because of an unforesean situation.

If we were not able to agree on a 20lztion “o
that kind of problem, this could he takza to arbitrat.on.

Q Does that represent another alternative co with-
drawal or agreenment?

A Yes, it does.

Q Is the provision for compulsory arbitration s:ill
in effect today?

A Yes.

Q Sir, could you tell us the impact {bhat compuliscry
arbitration would have upon what vou previously deseribed
as a veto power of one member over the othars' accions?

A Well, it certainly dces constitute an alternatcive.
And the parties who were trying to move or take action cculc
go to arbitration as an alternative to withdrawal or
reforming the pool in some other way, or somethiag of that
sort.

When I was listing 2lternatives, you ars correcsz,
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I should hava included it.

c Can a company that doesn't like the rvie oi
compulsory arbitration still vithdraw from CAPCO?

A Yes.

Q what triggers that corpulsory cérbitrztion
machanism? Can cane party individually recuest ii?

A I believe so, although this hasn'’t been used and
it was a long time back. It .8 not a part of the Erncr:c:
that 1°'m right closa c¢n. But I believe that one party can
request it. You can certainlv review the contractc, and ic
spaaks for itselrf.

Q When did CEI approsch PNI? Do vou w¥acall?

A It would have b=en after ihe Senaca Plant "rent
into operaticn. Seneca is the jointly-covmed plani wiih
Pennsylvania Electric Company. And befors we -joined che
CAPCO pool.

1t would have been 1263, '64, possibly ecarzly
1955.

Q What was the state cf technolocy in :erms of tae

largest ccale unit that could ke built at that timsr?

A About 900 megawatts. I think Con Ediscon mav

have, probably did by that time, have their 1000 mecawatt uvnit,

which was the biggest in the world, and many people thougat
too large. I think 90C was the largest that anybodv

@lse had committed.
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Q I believe you tazstified in response o oue of
Mr. Hjelmfelt's guestions that extra czpacity brought
into CAPCO would not adverceliv affect the othar members oI
CAPCO; is that correct?

A Yes, that's rignt.

——

e ———




How wouvld veu g9 apcat buingiag in

o3

. .' A Well, I think his hypcthoetical example was, 1f
. w2 went jointly with somobody 2lse culside o CRFCR mad i
: y committad 2 unit thera itself, and ther cams oo CAFCT0 end
’ sald we have this capacity, I thizk that iLs what we "/2xe %

! referring to by bringing it into TEPCO. i

: a Would you be creditcd for that capasity by CAFIOY
{ A Well, that is the ci23tien. I might ililvsirnte, "
0 | . L ;
if I may, with another cxaepl=> that i1s moXs xeal Zain

| hypothetical, and that is the citucziden som2 yaurs cjo whan

. | we purchased a power plant, an sxisting cperating scver :

3 plant from the Union Carbide Corporaticn, abous 200 magavadt.

“ 1 or so. |

: At the tima, we dicd i& unilaberally, ond we didzxfe |
‘ ask CAPCO if it was all richt cr:.s to buy =his nlant, :

o

We did come %o CAPCH to discuss tha cuzsticy o
how we would get credit for it. Thers agaln, we 222d2d

give=and~take flexidbility, because that ign't provided Zorx

————————. e — . o o

in the memorzndum of understanding eitazr,

What was finally worked cut, in essensz, wai fnat i

22 : . . 2 L
to the extent that CAPCC was =ade lcag by thie =uirla «

capacity, ve would nct cat cradit for it, Vner the lLime |

<4 arrived when CAPCO need:d addliionzl capacity, wae weoull her

T3
4%
4 1)

P e—
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it available o CAPCO and CRPCO weculd give us credit for iz,

That was the result of 2 zsorst of ad hoe workipg cuc. Tasra
nothing in the manorandum of wmiderstanding thet actunliiy
¢eals with hzow you nandle that kind of situatden new iz iny
of the cther cocatracts.
Tht is an unfeorssaen item whers the carties

cot toge. her and zaid, well, mr is the Destc wry %o c2al
with this?

Q Let’s go back to M@, Hjclmfelt’e hypothetizal.

If you camza to CAPCO with 420 :agewvatct

1 ¢]
ra
i)
2
(D)
r.
.‘.'
:.
1
(9]
b4

you acquired as ycur share of alf of a jeint proioct HF
somzbody cucgide of CAPCO, wau-d that rasuit in hs ctaor

CAPCO members having to take a larger share ovi of *he

.

h

rext unit than they weculd bave otnzrwisze,

that 409 megawacts be creditad to vour comoany?

A If they agreed to credi: it to our compony, tihza,

of course, by craditing tec our compzmy, they cradired it o
t

total CAPCO Pool,as well, and che wasult would ba th:y ‘nvera:s

of wnat I was discussing witch the Zhairaan zbeui Duguesns
Light and a reduced load.
In this caso ch2 rsauic of antra capecity fcr <BX
CAPCO pool, would be that the nsxt vait wouvid ﬁe simallaz
or later.
Q What 1f the next unit was imminont, shaz ono

would assume if one was coming in with 400 megavatis in

hand., In other words it could.’t Le roaziedulzd or rorized

they zgraszd €o letc

S ——
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to any apprecist le differanea?

A The operation of tha buy-s2ll arrangemeatc thai we

¢o in July of each year fox th: followiam ysar, az3 a lot
cf factors in it.

We have talked zbcut sce of thew, Anchthor of
the factors in there iug if the osecol iz loag we don't change
the allocation frem what it was originaliy.

So if this excaess capacity, this 409 nsgawatts
makes the pcol long, that it has more capacity thsn nasdsd,
we wouldn’t make the buy-sgell caleulaticon and, tieredave, it

would have no effect., If the »ool nzedsd ths cavacilty.,

then we would make the buy=-sell galculaticn and the psople woul(

be adjusted,

1f they need the canaclty and there i: not
enough to gc¢ around anyway, peoplie would get mors than Uev
otherwise have.

If they need capaci:y, they would welcoms ao0se than

they otherwise would have addad.
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A By subsequent units, you iean vaitg !

commitied subsequently?

. O ¢ Q No, I mean units tlat are presently commitced
to come on liae subsequently?
A Alsent the buy-sell, that iz befor: we had the

buy-sell arrangement, adding or sustrzeting cavacity hed ac

|
!
|
i
|
7 l effect on anybody alse at all.
’ We had committed the capacity zand that iz shat

you got. And whether you had mexe or less cepazity woulda's

10 affect the other companies at all. ;
ii As a matter of fac:, the fact that it didn't was o%e
12 of the reasoas some of the CAICO partizs wantad tc have soa:-%
13 thing 1i° "'~ puy=-sell arrancement. They szid it should }
14 affect ...:m somehow. §
15 ' Q Can you tell us generally whizh vears C28C0 ‘
16 has actually been shert and which ye.rs it has sceunl. j
17 been long cince 1967? ;
i3 A That data is availible im many of ouyr studies.
12 I'm not sure I can go back over ihe nine incervaning
20 years and recall which ara vhich. There are too wmoay é
: 21 numbers in there. I can't é:c it from rzcollesiion. .+t is ;
2 available in studies that have been done. }
- 23 Q Ia it possible for you to say that there wers o ;
21 span of specific years ir which CAPCO was short ous of thas !
25 period? !
|
|
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A There were a few y.arz2 vhen we huarried ‘o put in
what we called short lead tim: capiciity in order =o aveid
being shoit, cor ia crxrder to r niwmize {he shor-ags=.

Those yvears, I thirk, would have bsoen in a2
early '70s.

CHAIRMAN RICLER: '@ arz rehashiasg what he seid
this morning teo much, I thiu':, right hore. It ssems to e
the last couple of questicnz .nd ~uswors confirmwed for tha
second time his direct testinony.

MR, CHARNO: I'm sorsv, !y, Che'imman. I was
attempting to gat beyeoad and vce if thers was oay racolles~
tion of factual material.

BY MR. CHARNO:

Q If at the time the CAPCO agreemant wags laing
negotiated, CAPCO had bun on notice that che City of

Claveland would sesk an interconnection agraencnt F o

CEI, would that have had any eflfect vpon your Ltesiizony thac

CAPCO really didm't give particular attennion Lo ¢ha
possibility of the City of Cluveland's memberzhip ia
CAPCO at that time?

A I have difficulty, really have difficulty *with

the kind of question that say: if something had boen

different in 1967, would ths cdiscussicn have bean diffareat.

I gess if that is the essence ¢f the quzsticn,

the answer is it probably weuld uava. The wholc thiac was



a difficult and complax neactiation

of consicderaticns. The partier werg u2% a3 slosz tugs

as they are ncw, aad now we hove 25ta of diifcucnzss

opinion, et cctera.

So I gu2ss if you ‘as.rt soma ¢gthar Jautors
into the thing, it would have affzetzé the aaswazr, Ba

3o anything kcevond tha:, ani :s3v row would have 1., g

cetera, weuld be awfully conicctural,

P S ———




'
' i, 431
. |
S::I 1 ; Qe You 8id testify, dié vouv not, that sas of che E
2 i primary reasons you did not conzider VELP 23 a possible |
3 ; participant in CAPCO ie bgoecauvg~ they waven’r latarconnectod
4 ? with any of the CAPCO companies? %
52 A Yes, that is right, E
P é Q2 So that if that circumsrances wera shangadl ox
7 E sxpected to be changed, would it be gafa Lo aszsanw.a tha: yan !
3 ! would give more serious comsiceracien to thelr membersikip?
o | A Certainly, if they @ad asked to be a mexbayr, ve
(© f would have considered it. Yes. g
11 g Q You testified thils morning that the studies rin §
2 ; by CAPCO shcwed very large rescrvas would b2 roquirxea on tie i
13 ? MELP systen., Pirst, let me ask you, who ran thoug studiecs ;
4 | that you zre referring to? |
|
il A  The Planning Conmitiee of CAPCO, whish is |
& i basically made up ¢of one of the syelem planning oeople fron 3
' o % each of the companies. ;
- é Q What was the reeson that such largz roserves 3
9 weculd be raquired on thoe MELP rysten? 5
2 | A Primarily bacausie of the large size of theic
21 units, particularly their largs unitc ia relaticn to load, ;
22 and glso beacaucse of the foreced outige rates that we ass;wsa, |
23 ” We didn't have data so we had to asgume what thoe Zorcad f
24 cutage rates would be based on general knolwsdgs, Losge juégﬁené
I
- | of our syszen planning people. é
j
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Q Would the application of the formula at :zhat
time have had a similar affect o Duguesna Light?
A Yes, to a lesaer degvee, Thor2 unit was iarge,

as a percantage of their lcad 2130, so it would have simiiar
effect, though not as marked.

Qe Dc you recall whethar DiqGuesns Light, in fa-t,
was impacted in the manner tha: you have just indicazed
by its participation in CAPCO , or whether sore altc- mative
arrangement was adoptad?

A The fact was that ac the beginaning, and I think
virtually every year since, Duguesne Light's raquired resezve
under CAPCO as a part of their load was larger thanthe
other companies. I think they were the largest of any of
the fourt then, and almost sve:ry vear,

Q Is that percentage cs large as it would have
been calculated under the unadulterated formula that wos
applied to the City of Clevelard in your early stu’ies?

A What we were doing in our earlier s:tudieas was
testing the proposed P over N formula. So that the forrwla
was exactly the same. That is tne formula we used in &he
studies of possibility of Muni joining and the formula we used
in actually allocating among tha othars of us was che
same,

We did adopt that formulz we were testine with,

The formula was the same. The numbers come cut differert

-
g ..
- .

-

- ————— T S . 4o——y——
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each compeany. OUne of tha tig Iocturs ig the reiie ¢f the
largest unit o the systam sic:. Thed was tha mon¢ savare
in Dugquesne’s case, and ey g:t the biogest reosurve,
Muni would hare bdeea more genore and rould lave
cottan a largar resarvz.
Q Is it your tastimony that thore was no nodliie

cation in the application ¢ thatformula in ordar o linzen

wyrien upon Duguesne Licht?

A In 1967, ac.
I mean, ves, that = my testimeany, in 17
Later this whole buy-sell thin; dcvelerad partly nz o weswitb
of Dugquesne's raquest, We a2re =alking zhout the Jormuia
we used and adopted in 1967. “The Jformula was no% modified

te lessen the burden con Duussie Licghi,
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Q Aren't thare diffe:ent waye to apply tns P,/N formmla?

For exampla, by taking into account different
sizes and numbe:rs of hypothetizal wits whoen applying
the formula?

A It is a very complicatzd formula. Yes, there
are different kinds of applications.

Q Do those have an upaet upon the amount o7
reserves that have to be carriacd?

A Yes.

Q Sir, you praviously testifizd concarniang the
ECAR formula for operating and spiuning reserves. Could
you describe that formula for us?

A The ECAR formula, I'm not familiar with the
intricate details of it, but the basic concept, iz breaks
operating reserve into two or three pices.

One is a spinning reserve compecaen:, wiaich is
to be available to be loaded -~ actualily operating on
the system. That is a straight percentage.

Then there is a percantage that is to make up
the possible loss of generaticn on the system. “ud that
is not yuite a straight percentacs. It reflecte za2
unit si-es, et cetera, but it <nds up deing a reclatively

small numbker, that is a couple of percent total.

Then there is a component which can bs, wiich need

a3

~0T

not be spinning. It can be in standby capacity that can be

|
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started within a certain period of time, 10 minutes, 20
ninutes, or szomething like that. guick start capacicy
vhich can be counted.

The sum of these three »isces s the total
operating resserve which turns ou% to e a anumber cn tha
order of 7 percent or 0, very 3lightly on the bazis cf
some of the other consideritions,

Q Is that percent more or less equal for the
different membhers of CAPCO?

A More or less, yes. ECAR applies it e CAPCO
as an entity from ECAP's peoint of view, But CAPCO does
divide the ope2rating reserve mtorecsr less equally ameng
the companies, basically on the sane formula.

Q And does it ccome ovt approxinately 3 parosni
epinning reserve and 6 to 7 perceant op2isting rasarve
chroughout ECAR?

A Approximately, yes.

Q By the way, does BCAR have autiiority to z2cui--
anybody to carxry these reservss?

A Ne. There is really no tesch in ECAR excent
the moral persuasion of one's eers to zsy if you are nox
measuring up to a fair standard, ysu ought to ke; but thav
have no teeth, no enforcement basis.

Q When you received the City of Cleveland's

request for membership in CA®CO, had you thought of zeading

o e —. S ————— e — ————— e e N i S —— e ———e e — . ———
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the things requested heing Jr the altarnmacive rather then
a3 inconsistent with 2ach other?

A That had oceurred o me, vas,

As a matter of faz:, I had sugeastaa Lo our
people that we ought %o congider i% ags an alcarnative, and
that as a maty “» of fact, all of tha explicits warz probably
more likely to b2 more wnzt they wanted thea menbarchip
in CARPCO. 1If you considersd them as alternatives,

W Are you aware cf ony regues zhat MELFP

:

request with specificity what i would like from eithex
CEI or the CAPCO menbers?

A I think we askz2d scverzl tinmes for them to be
more specific. I

Q Are vou aware cf a:.v regquzst of thaw nrazurc
prior to receiving their resquest for CAFCO menbership?

A No, X think their requast for CAPCO membership w;s'
in essence the first time thev reguested mora than che
emergency interconnéction which we have bean discuczing and
finally resolved with the Fed:ral Power Commli:scion.

Q Is there any manner in which MELP would havo
determined the inconsistency of tha2ir regquasts abssnt 2

copy of the memorandum of undurstanding in thoir sossaseion?

A They could have stvirtad oui: by talliing witca '

somebocdy, ourselvas, or somsbody else who is a membey of

CAPCO.




Cr

et

17

13

1%

-

n
o

1]

i

Q Would you say that CAPCO merpers ara protacted

against the risk of a decrcaciang lcac by virtue of their
rembership ia CAPCO?

A Ok, nec.

Q Going bacikk to your nayoothetical wi:h tha
Chairman this morning, wouldn‘t, under tue circunsiinces
of that hypothetical, Duquesne n2 protectszd against a2
decreasing lcad in terms of having overbuilt generition?

2 Dugquesne would b2 protected only if the rool
ware short. But not il the rusl were lcag.

Q Is this cthen a method of spirzading riceX ovar
five companies as oppcsed to assmming ic all unto cona's
salf? If all five go dovm in load, you are in trouble;
and if only you do, you arz in godd shape?

A If only you do and evervbodv else stays on

the button, you are in trouble. The only way you bail su:,

if your load is less than fcrecast, ie if somebody elue i

-

more than he has forecast. 7You ar2 not tuarantzed a
rark if nobody needs to buy.

Q Are you aware of any request by MELP o
participate in CAPCO made during the pendency of the
proceeding before the Fsderal Powar Cormission?

A Before the Federal Power Commission, Muni
asking for membership in CAPCC?

Q Yes.

A —-— " — - ———.  ——— - ——
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A I don't recall any such, no.

Q That question would be to give vou a timefiama,

rather than suggest that such a request had bHaen nada

formally as part of the Federal Pcver Commission procez2ding.

Is that how you understccd the guestion?
A I don't recall any in that timefrane.

MR. BUCHMANN: You sure ycu are talking about
the right timeframe? When you talk abcut timeframe. ve
still have something before the FPC.

THE WITNESS: Maybe I could make my answer
clearer by saying I don't recall 2 recuest for nembershin
in CAPCO befcre their letter of August 1273.

MR. CHARNO: ThanxX ycu.

BY MR. CHARNO:

Q Mr. Williams, woulcd you say it is unizir o:r
inequitable to allow access by a nonCAPCO eaticy to
a single specific nuclear generating unii being planncd
by the CAPCO pool?

A Would I say it was unfair or inequitable? Ycu
mean unfair to the octher CAPCC members?

Q Yes.

A Well, I think if you have a jointly-owned

facility, you can't agree that somebody else is going toc --

you can't bring somebody else in  without consultation

with the partners.

T ———————— =
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Q I den't think you hava the thrust of my questicn

e

What I am asking is whether it is inequitable a1
unfair to allow access to a g luvlie gpeciic nuclear ponit
without requiring participation in all of the auclesr uri:-s
or in all of the generating units.

CHAIRMAN RIGLER: tafair to whon?

MR, CHARNO: To the CAPCO mambers.

MR. PERI: Mr. Charmo, in your firsi¢ cquestion
you used the word "planning.”™ If that iz part of znis
question, could ycu specify wiat stage of thaz planning you
referring to in your cuestion?

MR, CHARNO: I doa't think I did use th2 torm
“planning,” and it i3 not part of this question.

THE WITNESS: The cuestion of what iz unfair
or inequitable to the CAPCO partiag is hard o answar ir
the abstract. Sometimes in cur shep we have said in cffgct
if everybody agrees to it, it is fair; and if peorls ficn-
over it, it is not fair. That is an overaimplificd
dezcription.

To some extent, the attitude iz a sort of <hiag.
somebody wants 1¢ megawatts out of an 800 mecvawatt cr 1200
megawatt unit, that doesn't affzct anybody toec much, so 1%
not unfair to give it to them.

If somebody wants 1000 megawatts, that 13z uvne~

rgasonable and would e unfair on its face.

'
/
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mostly what the rest of CAPCC thinks in specific sircum-
stances.

0 Did you testify this morning that fair and

equitable participaticn in CAIC2 units required each CAPCO
membar to participata in esach unit?
A Yes, exactly.

Q What I'm asking is the converse. Should

picking and choosing be allowed, or would that bz igezuitable?|

MR. BUCHMANN: By CAPCO members?

MR. CHARNO: Would it matter wvhether it was a
membar or nonmenber, who was picking or choosing?

THE WITNESS: The whole CAPCO arrangement is a
tremendous complex of diffesrent ccnsiderations and zgreemants,

and what-have-you. And &s in any complaex contract, wien

the partiess agree ycu have a fair centract, bacause zvery-
body agrees it is fair.

If you went back ard said we like slausas 2, 3. o,

and we will throw away the rest cf the contract, that wou'd
be unfair. That is picking and chcosing.

If someone came alcng and said, "I weould l.ke <o
take some of the benefits of CAPCO, but I don't want &all
of them or the cbligations,” and so forth, picking and
choosing of that kind is unfair and inequitable, whetlier it

is by a CAPCO memb2r or nonCAPCO member.
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BY MR. CHARNO:

Q Would it be your testimoay, it would be fair for
somecne seeking access to be roguired to cake access in 21l
of the CAPCC unite, and then again fair applies o axisting
CAPCC members?

A What I think would kL2 fair would be to teka tha
whole CAPCO agreement. AS soon as vou start piciing and
choesing among the clauses, you c¢et farther and farzhaer
from waht is fair and aquitablo.

If you are talking about taking a shaore of aovery

unit and agreeing to one-systcs plamning and agrszeing o

allocation by the P over N formula and agreeing to cwnarechip

in the units and paying the bills as they come due zand

compulsory arbitraticn, and all of the reat of “he clauses

in the contract, if you take ull of that and agzee ©o all of

that, I think it is fair and egquitable. As soca as vou tak:

gsome of these ought, you run the rigk of not baing fai:x

and equitable, because it is =2 wsole contract packaga.
Scmepeople like some clausee and others like

cthers. When you hamser out a nagotiate« contrac:z, vou get

scmething rou accept in total, but dea't necessarily

accept every section of.

Q Would it be safe to say,then, adnissizn to the
CAPCO Pool for someone seeking nuclear access was more

equitable for existing CAPCO members than allowing tre

chunk to be taken out of a specific CAPCO wmit?

PSR SE———
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MR. BUCHMANN:

Can
(Whorstnion, e raporter resc ihse peiine
cuestion, as requestad.)
THE WITNESS: The £l :3% part of that guaction I
had troublis with,
(Wheraupon, the reportsr reread the pendiang
question, as raruested.)
CEAIRMAN RIGLER: I don’t undarstand the wasticn,
and Mr, Smith doesn’t either.,
BY MR, CHARIO:

Q Suppose we have a nuonCAFCO entity whic: ie
desirous of securing a part o a nuclsar unit being built
by CAPCO. Which would be more equitable from the viewsoint
of CAPCO members? Bringing that entity inte CASCO or ¢l.ving
that entity a chunk out of a suecific nuclear vait?

A ¥hat would be more eguitable for +he
individual memiers of CAPCO, <hevy would have to fzcicds

for themseives. If what the party wantaed was a chunk of

a particular unit and the size cf * the unit was emall. it o

be a great dazl simpler to sav. all rignt, toke theo place

of the unit,than to go all of “he rast =f the hucinesa.

And the equity may Lo substantially =he

same in any acase, if the size of the system end tha 3izc

-
-

of the unit is small enocugh. ‘“rviac to determire ths diffar-er

]

—

between the ecquities may not kou as significant as Lo what is wta
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practical answer to the request;

Q Dogsn®t that allcw the nonCAPCO entiity tc gskim =he
cream off your coordinated developm2nt of genaration, ‘o
pick and chocse the best vnits?

A Yes, it does, and iz well may be that the mcre
equitable of all wculd be to tcll the system to go ahead
and develop its own opezaticns. That might be the mest
equitable of all in the hypothetical situnation vou zre
citing.

Q Are you aware of any facts upeon whizii CEI mich®
have == CEI personnel might have based a bslief that MELF
would seek to avoid joining in the existing or projected
CAPCO coal-=fire plants?

A Hould. you read that zgain, plicasze?

(Whereupon, the reporter read the pending
guestion, a2s requested.

THE WITRESS: I  tallked.zbout the difference
in fixed charge rate which would meke a coal-fired piani
less desirable to MELP than a nuclear plant.

This certainiy is a fact that wo..iu nake w2 susorast
they would be less likely to ask for ‘embersilp in a ccal=-
fired plant.

BY MR, CHARNO:

Q Was that option ever discussed with them, to your

knowledge?

(IR,
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A Not to my knowledce:.

Q Isn't it true that changasin what you have
dasc~ibed as the typical behavier of tha iaductry concarmning
wheeling have become -~ have c¢ome avout in ever~incrzasin s
frequency after the changes in technolagy which have allowead
the building of larger scale jencrating unite?

A To my knowledge, the total amount of vhacling
in the industry is still very omall.

By <far the most coumon practicz is to buy

the power and rosell Lt

o it
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arl | Q Isn't it true that that is changing? Are

o

V| you aware of more compani2s wlio have permisi2d thamselves

LI

| to wheel today than eight yoars agon?

A Yes, I think that is true.

3 Q Sir, did you describe a process this worning vhare=

)

by CAPCO makas decisiong with rescect =0 the aornmliment

of future generation and transmission in principle, subjuct

~i

3 to confirmation at the last possible minute from che

3 evaluation of the most recent possible data?

19 | A Yes. Ordinarily w2 don‘t reach our 4decisions
1 antil we have the last possibie data. But we certainiv do

studv on a continuing basis and lcck 2head and wha*

13 || the picture might look like next year or the vear after

14 -that.
Q You described it this morning as we think we

are going to do this in the future. We will actually cormit

—
L

ourselves at the time we have the most recent data.

13 A Every year at leasi, sometimas more often, we

1 study what the load capacity situation loocks like for the

2) coming 10, 15, 20 years. We will reach the conclusion

2 it looks like we need more capacity in year X. Then we will
23 say do we want to get into a datailed, careful study of vear
23 X, and the possibilities of capacity, et cetera, at +his

21 time, or is year X far enough away that we want +o defar

such a study.

")
v
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We digscuss those kinds of things at least avery
Yyear, and sonetimes mora oftan chan that.

Sometimas 78 will say it lccks 1ika chat tinme .3
close enough that we batier do getiing ahcut a detail:d
study. We will start a detailed study of caal ws. suclea:,
lake vs. river locations, ot catera, and out o7 that will
come nore definitive studias.

Months will go by to do this. Then we will cors
up with a conclusion, are w2 rszady to decide vhat oo do,
or shall we study more, or shzll we walt until nanxt
summer's peaks ara over to sez if we are growinc at tle
rate we think we are,.

Then we come to a concluaion, w2 batter 2zcida
now to go with a unit in year X,

Have I been respon:ive to your yuvesticn?

Q I think so.

You indicated tais morming at cne %“ime CAPCO

decided to cancel Mansfield Unit MNo. 3. Then after

examining the cancellation cosis, decidad ¢o put iz in opera-

s

tien.
Why did you decide tec cancel it?
A We daclded to calcel it becauge it was part of

an overall review of capacity. We weren't far into tas
engineering and design of the uvnit. It looked liks “he

total installed cost would be conziderably more “han wo
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thought it was. The aconcmics locikd as cthough cone of ths
best ways to save money in tho €0o%ta) pian was K
unit.

You see, tie noti:ation of this particulxzr stul:
was to reduce capital costs bocause som2 of the corcanies

waere having trouble raising ti2 money.

All of us were hzving trouble, and some ware having

more trouble. The objective of th2 study was how to
reduce the toctal capital flow.

It looked like the way =0 do it was make gsome
deferrals of units and cancel Mansiield 3.

After we got into it, we concluded we didn’t
save as much money a3 we thouaht we weculd because ¢I :he
cancellation charges, so we reinstituted “Mansfileld 2, «ad
we deferred other units to hcld down costs.

Q When you originally did the study to datormine
that you should cancel Mansfield 3, did you infer you sto2id
defer scme other units at thac tima?

A Yes.

Q What units were those?

A I have a table that lists this pracisaly. e ~-
I believe it was at that time that we slipped Perrzy 1 and 2.
And Beaver Vallay 2.

I'm not sure about Mansfield 2. W2 may have

deferred Manafield 2 in that studv, tco. I'm not sure.
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Q Was there any rezecn that the e¢snc¢lusion of that
first study waa to cancel the fosgil ualt and Lo daiar
the nuclear units, rather thin wvica veraa?

A The primary reasor for that wag th2 ciming.
Mansfield 2 was at a point where we were going to bagia
spending dellars in a big way on it.

Our objective was Lo save dellars in the carly
stages. So that =-- I'm tryirg to get the zimafvame richth
here. I vhink those studies ware aade at %he and of '7¢
and early '75. Our objective was o roduce capital
expenditures in '75 and '76.

So we looked a2t the cash flow by units for =--

all of the units for all of the years. We said, how can w2

get the biggest dollars out of 1975, and the biggacit doliar:

for any unit, 1975, were Mans<ield 3.
That was one of the main reasonas bzezuze our
objective was reducing 1975 cdollars.

Q What impact, if any, did the overall costs of
operation of the nuclear as cpposed to coal unitg have in
those calculations?

A It was really quite a secondary considerat.on at
that particular study. Our r=zal motivation was cash “low
dollars. And the operating economies were quite secondar’,

Q You testified this morming that the Decauber 7,

1973 meeting was called to deal with the then-currant

e S ———
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i k situation. What did vou have in mind Hv uzilny chac too?

: é A The atatus 2f£ the discussions with Clavela.a Ml
|

Si; and of theizr requast for menvarship In CAPZO.

- % Q viags there any ctho:r subiect diszsussid : .18t

s% meeting tc the best oI your r2collsgtion?

- ; A It was about that im=, and it may have bem a:
|

7 thit same meeting, that we digcussed thiz pendirg hearing.

3 That is the antitrust hearings befozs the dioelear

3 Regulatory Ccanission.

:7:: I'm not swre wheti~ar “that a3 ¢n the agaud: &t that
i

i same meeting or not. It must have been at abave that i

i2 i that we were reginning to tall: alout rezpcens2 o thaz situa-

12 tion.

14 | Q 8ir, can you tell us tha last time “he C7I four-
i3 j Tmegawatt unit was in oceraticn for =ay purpcse cthor wn

i

'

i3 testing?

17 A No, I don't know. That would k2 in our ~»murizins
i3 records, but I haven't revieved thaw,

19 Q Was it your testimoay thilz morning Lhaw iou
23 believed that CEI would wheel vower out 9f Clavaland on
2§ the same basis as it was willing to whe2l vowsr into

22 Cleveland?

23 A Yes, I said that was a perszonal ozpinion, not

based on any ccrporate discussion of the isgua, even.

&

Q Now, with rosgect o wheeling power into MUILF, did

)
i
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you testify there was u [irst righ: of rvrefusal by CTIT?

™~

A I said that we wou'd b2 willing to whez2l on th2

t

same -- power to !ELP, if the capacity wevre asvailabla to

(&)

|
|
“ i us, on the same terms and concitions.
! Q Well, the way you envision that it weuld give

you the right to first rsfuse that pousr before veu whesl

)

7 it to MELP?

8 A ~hat question hasn't actually keen put tc me {hat

S | way. I'm not sure what our positicon is en that point in

19 negotiations. E
11 | As I mentioned, Il not perscnally invelved in !
12 these negotiations. I really don‘t lnow the answer to that i
13 specific question in terme of what we have said or would sav ?
13 in negotiations. ;
15 Q Is there a Tight cf first refusal when vou cxe %
13 engaging in buy-sell transactlions where you buy from onc !
17 party and sell to another party? |
13 A You are talking abcut the typlcal, such as the

19 Chio Power to CEI to PJM that we were talking abeut this

2) morning.

21 Q In this type of transaction, is there a right
22 of first refusal?

23 A Yes, there ic.

24 Q Could aomebeody rely upcen those buy=-sazll

- ———— —————————. . P~ ——_.. < —— o —— o e

transactions to provide an altarnative source of #irm
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bulk power supply?

A Only {f the contrc:t provided for fimm Lul: pove:

supply. That is, you cun make that kind of a #ranz:o:ica

as economy interchange or ycu can make it as amcrosas’, oOF

you can make it as f£irm.

If you made it as & firm powewr concract, yru
could rely on it as firm powe:rr.

If you made it as an econcuy transaciion, ou
couldn't rely on it as {irm cewar.

Q This morning in responsa to a quastion f£roa
the Board you indicated that you had not =~ you, heing CE:
had not been requested to wheel between tha City of
Painesville system and the MFLP svstem.

Are you aware of any requestis by eltier of
those entities that ycu file a schedule that waulld

require you to wheel if you hiwve ths capacity?

A From one system to the other?
Q In general.
P Cleveland Muni has asked us to wheal PASITY

power to it. 1I'm aware of that request. IfY zhat is <h
kind of transaction you are rcferring to, ves, 7 sa avare
it.

Q I'm asking if you vere aware of a recues: hy

either or both Painesville or MELF that you file a trinsmig-

sion schedule which would commit you in principle to vhezl

o8 j
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if you had capacity available at terms and conditions
which would be subject to regulatory epproval?
A I thou;ht I 3aid yos spacifically, I'm awazre

that Muni has asked us o wheul PLZNY sower undar those

terms.
Q Are you aware cf ziy request by Painesvill:?
A No, I'm not.
Q Are you aware of a more general reguest by MEL?

for wheeling than the request for heeling cf PASNY pover?

A I think they have asked for wiheeling on corst of

general basis from anybody, anywhere tney might wanit =0 wizzl

from.
Q Would that be subjzct to the capacity

being available in your transnission svstem?

A I would presums go.
Q Why would you presume zo, sir?
A Well, quite clearly, if the capacity iz uo:

availible, we wouldn't be able to de it. Of =curss, tve
could build a line. But I'm not aware that Ziev 23ve nad.
any suggestion that we build any lines. Toeoy did at ons 4i
propose they builid lines out %0 some of our 345 %V o=
stations, but I'm not aware that they had asi2d us o bui.d
any lines.

So if we are not geoing to build any line:., we

have to have capacity available in order to waieel power ova

o

<

¥
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the existing lines.
Q Has CEI evei offer:d to wheel powas Zrom
PASNY to MELP?
A No.
Q Barlier you said that in th2 <ransaciions betwoeen
AEP, CEI to PJM, you all got lonefits. Vhat wara ths

benefits received by C2I in tiat type ol transaction?

A The dollar benefite?

Q Whzat was tha measure of these beonefits? Do you
recall?

A Generally speaking, we vere talking cbhout in

economy -~ a pair of economy trensactions. Tias AEP
costs were less than ours, and ours were lzss than PJII, then
the difference between AEP cott and our cost for gene:cting
the next kilowatt hour would L= zplit 50-30 batsa2en the Lo
parties.

They would get half the dollars and we would oot
half the dollars of the dollarrs savings.

The next t. insaction batween CEI and PIM, Leczusc
we would generate cheaper, we would split that difference
so that PJM got half the difference and CEI got half t¢has
difference.

The total measure cf the benefit &5 CEI of the

transaction would be half the difference betwsen ¢h: (5P

and CEI cost, and half the diifersnce betwaen the CIZI and

P U I ———
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There would be ne «ranamission charge Zor :his.

Q Mr. Williams, are vou aware of any rsula zev, o
any time back in 1967, which used tha largost single
down -- pardon me --the laigest gingl2unit dowm concast
of fixing reserves?

A I'm nct aware cf any. 2Althouyh thers aze a
number of pcels which I don't know what their crinori. is,
s0 there well may be sone.

Q Is that priasarily o metiiod of determining
reserves for a single system?

A Yes. Although fevar systems are using =uac
kind of a method now than were ueing it say a quarter of a
century agao.

MR. BUCHMANII: I cidn't catch the lant fow worsis.
THE WITNESS: 1I sar fewer systemec are using it now
than they were say usiag it & guarter of a century ago.
MR. CHARNO: T don't have anything furth.r,
Thank you very much.
CHAIRMAN RIGLER: Let's take 19 miautes hore.
(Recess.)
MR. BUCHMANN: Mr. Chairman, could the racord
reflect that during the break we ascertaired the Jdocw znts
to which Mr. Williams had referrec nrior to his

examination, and I found out what he was talking abou:.
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They are all exhibits in his casze, and we have =hown :zhem

S —

to Mr. Chamo.

If Mr. Charno wighr '3 to intarrcgate the wi.ness
further on that, it is fine w.th me.

MR. CHARNC: The Department has no Iuzther
questions based on the documente.

BY MR, LESSY: i

Q Mr. Williameg, I have diztributed and plac=al in

front of you during tha break a document which iz 18 »ag2as i/hi,
bears the notation NRC Staff pxhikit 214.

The front sheet is a letter or memorandum ,

from vVaughn C. Bradfo:d to Messrs., Rudolph, Arthur,
Mansfield, Semnler, S-e=-m-n-l-e-r, and Davis.

It is followed by .5 pages of charts. Wwe ave

had some Xerox problems today. The letter and thkz 15 pages oq
charts ought to bz red-lined. |
I will ask you to :ake a lock at it and I will %

i

ask you a few gquastions about it.

(Th2 documents referrei to dgrﬁ
marked Staff Exhibit 214, |
for ide..tificacicn.) |
MR, BUCHMANN: What did you red-liae, Mr. Lessv?
MR. LESSY: All of it.
BY MR, LESSY:

Q This document setc forth the structure of the

h
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1 CAPCO organization charts, according te the locier as of

™

Octoker 1, 1572, or November -0, 1273.

R )

In looking thyough the 16 pages, sir, I dil not

9 find your name as a member of a committee or a grous s

o,

Am I correct in that?

S A That's right.

7 Q Now as of today, ¢ n you tcull us which

38 i committees or groups you are & member of or an officiul €I
> % delegate to?

10 | A As of today, I'm t!2 alternate to the exzcntiva
1 committee on the page 2 of 5 vt the top. It reports . n

12 1973 Rudolph, member, and R. i. Ginn, alternate. Az of

13 today, I'm the alternate.
14 Q Whea were you so dclegated or appointed?
13 A I was designated in that position at eas

beginning of this year.

i <t .. el —— - A —

Q Would that be Januiry of 19767 1Is that vhut von

13 mean by the beginning of tais vear?

1 A Yes.

29 Q Now, all of the conmittees, as I raad this, hava

21 an asterisk in front of one msmber. In the case of 1073, at

22 least in the cast of the execitive cecmmittee, it was Duguesne |
. 23 Light, and the legal committes was CEI, indicates chairman.

21 What is your understanding of the “unckica of “he

23 chairman, if it is the same for each of the committeas?
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And if not, you can explain itlie difference. |
A Basically the func-iom of the chairman is o
call for the meeting, arrangs for the details, zad zresid: 5
at the meeting to keep it cn an crderiv basis.
In the case of ths exzcutive commiitce, che
Chairman also desicnates a szurecary who records thes nirnuzes.
I'm not sure on the various othsr committees. Some o tham
keep minutes and some don't., Some the Chsirman wrisas tha
minutes. :
In the case cof the exzcutive comuitfce,the
chairman designates a secreta.y.
Ordinarily it is a lawyer from his own company.
that is the typical arrangemernt.
Q So when you attencad the executive committoe

meetings for CEI, you were attending other than in the

capacity of either an official up to 1976, vou were a:tending

other than in the capacity of an cfficial designatzd or

as an official altarnate decicnate; iz that correact?
A That's correct.

MR, LESSY: I woulc like to mow: into avidence

Staff Exhibit 214 at this time.
CHAIRMAN RIGLER: [I'earing no objacticn, we will !

admit 214.
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roceived in eviliance,!

37 MR. LESSY:

|
: ‘ Q How if another uti . ily come into CAPCO today, i
7 from CEI's int of view, wou 2n't it be rossibla to 3tart
| po
@ that utility's financial cblicaticns trom the presect or zay

from 1975, and not to go back o its financizl respon:ibility

.

|
|

o : for fixed charges, say, frcm 267 or sny othsr laze?
i ; A It would k& possit.c, ves.
i !
12 i Q Would you be receriuive or rocomnend going Jorward ;
13 ; on that basia? é
113 ; MR. BUCHMAMN: Cou.d I hear tha prauzding i
15 ; question, because I must have miszed gomething. é
13 g (Whereuvpen, the r:; orter read from the |
i
17 2 record, as requested.)
i3 f THE WITNESS: Certainly with respsct Lo -- :
| |
3 I'm not sure I understand ths guescion. I zaid vasteday !
2) because anything is possible. But in terxms of causing e §
21 value judgment, in terms of whethsr I would racommend it, g
22 if you are talking about anothzr antity that cae in nd !
23 wanted to have a part of the cutput cf a unit that is ncw g
24 under construction, I certair’y would not recdutend doing 1
23 that unless the entity who c&re in was wiliing no pav the crs&
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Q With che sac2 thove @ in mind, 415 & ucilizy

end choosing between particuln: anlta, vhat weula ~o vy

recommendaticn as to whathox « ' act it would b2 necersaxy for
that utility to go hack to sz 67 to nidk ap the 7l el
charges from that date or any other date in the interia?

A Are you suge2stineg that this utility rouid, wviza
he came in, be entitled Lo cup ity in mistc rer anday
construction or only in futurc wnits thot Love noec Laea
committad?

Q let's do it with wi s uander construgidien,

A If the units are uwn 2r constiructlon, aud th2 neasr
has been spent, I would cartel  ly expect him ca 3oininy te
pay his fair share of the col’ xa that hava already He:n
spent,

If I am going tc gi 2 up pewvt of th2 capaciy
that CEI alresady ocwna, I weuld expzct o ba paid Io:it.

o} If that entity wezre willint =0 pay itz foiz srasa of

ownership in units, say, ir th: early C2PCO units, zav
Sammis 7 or Eastlaka 5 and if it did pay its fa2lr chars,
do you feel that would be a re.scnable method of allscating
the new structure?

MR, REYNOLDS: Let e have that back., I': iaviag

a hard time understanding the (use+ion.

St - ——————
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units I weuld be ineclinzd 4o dubt it. Ales, of 7ouUrsa
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your question sort of surmizer #hnt Datcoit tc giar wich
the illuvstration hasa’t built .ay capaciecy of i*s o dfuriag
this time,which isn't a very ¢ :od assumpiden,
If they would ccme n, *iey would prosciliy
come in with enough capacity for now and thay souldn’e
nged the extra capacity in all of these old units,

Again, we have a ve: vy hymothetical and vewy

2

unlikely situation, but I think the ansver is thit we vould
. . » '

not ba interested in gellince cut our intemssty ip existing :
oparating units to Detroit IZdicen, if they cam2 =nd thay wanzed

to join the pool.

Q The middle ground heiween that iz wizre 2 uwniec ‘g

-
2L

two-thirds under censtruction. uppecse Detroi: Léiso :

wanted a pieca of a unit that was two=thirds wicar

conetruction and was willint to pay the ccsts.

&

Would ycu be willing to co forvard on thas bogic o

]

A We would have to loci fivst of z1

Nl
s L4

(]
fut

had the capacity availebls, It depznds cn low much atrpid |

Edison needs or wants in these anits. s have ue loo:

¢
o
"

what is the benefit to us of tuls whole transaction, Ziczuse,

obviously, nobody i{s intareeted in calling assets thaot B

W

-
(A2 §

PP ——

costs, You arz not in businees to buy and seli asrzts at
costs,

So what do they want, have we go: it for galr;
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sell to a manicipality at cosi? Nobotl® dege it < WY
i3 kiné of hard to hypcthesizo way we v2ulc Went Lo == W
:basis is undexr which wa would sell a Dazt inbe:l 363, R ua
we ware puilding for cur vl T ITPCIZ. »

Q I zhoughtyer 3aid rou wenldda®t want U2 30ll
gship in a saven~year o©ld uniy, bacausae vou coricaty
racover your cost., I usad Sanads 7 ox Bostlane 3. IR
couldn’t recover your ©ssts with o gldar uall char :ay
line,

A No, I was seving wz had iadan o lov ol ®misk 2
get a unit vhose ccsts were acy kawm wnd va conld vas an
and maybe a disadvantags %Zo glvae L @l copacliv.

A
If we nced the capucity, and we wive it wp.'
we would hava to buy it at higner =zc3i, heciuse cF
inflation in a new uni:.

o) Now, you are resovirsing yeur cost on4 a wald i

thirds under construction. ry wouwldn®s veou be wil:iing .

sell it cn the basis c©f zacoviring

U
wWOULA L4aV2

Tha financial risic

recoverud by the amount that jou «2ge paid.

P P ——
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A They might or migri not. You have takan soma
risks and some uncertaintizs, TIf the urit was goinyg to
extremaly exzensive because ¢ zome uvnusual cirsumstance
or if the project was going tc have to aba zbandcned, o
take an extrexe case, then I rreswne this hyposthetical
municipality wouldn't e intc:2stad in buying a shawe of

thc* one, but we would be stici: with it. We took soie

risks. The one that is threc-quarcers or two-thirdsz “inishod

has some risk ahead of it. bii. it has some riskz Lehind
also.

I don't s2e any lcoical reason why we shon.d =2
it unless it is excess for uc. I doa’'t see any reasou
why anybody should sell at ccst unless he wants to sell
And generally speaking, if we sell then capacity Zoda s, wa
will have to buy something ir the Zuture at a higher

cost because of inflaticn.

To sell you power nov or t¢ gell a municipalicy
power now and buy some more ir a future year ai a higher
cost, we would lose nmonsay.

Q If we were in exceca capacitv pictars, woulé
that change your answer?

A If we were in excse's capacity, wa would lool a:
the economics over the life c¥ the plant. %3 might want

to give vp the excess this yezr. We would have to stucy

the cash flow and overall econcmics tc detzermine whether

3

2e

1L

:
R

———— - ———— . ——" ———t 5 o ST S i 3
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ay giver cspaecific proposzl
Q Racarding
believe, that AX? and tha i
wall as CAPCO, z2re alr:zadv 1:
economies of zcele?
A Substantially. ya:
Q Where would that @
the areas served by mani
of their accass to economias
A Well. basically,

where the best way to get tis

"

‘3 ‘.

ave

the pools or the irndividual ¢. 20:

another.

Q Now with raspect 1
Painesville in CaPCO, if thc:
either as two or with others
the respcnsibilities of CAPCC

way for the systems to practi

A By jointly share t’
mean pool together and have ¢

members of %the various commii-

Q Also their engine:
economic -- ther abilizy to :
treating them as one systasm,

subhsidiary are.

5
.- L

namy

arstip, migat

ees ;

ing

narn..

-
ne

i'ay that Ohis Zdis:a

aouch tc enjov zll ¥

other utilicics located in

|
]
Po0ls in tems |
1
t

. grevp, and joiatly shaze

agat He =z

in CAP20?

aizc so on? |

assets, their plaant:, =ha'r

e, their personnel, just

—— e —

[ ——
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conceive of ..t.

I san’t imsginc ¢

anginesring Jirm, and the any

all of then.

3¥ ME. LESSY:

Q Could they work -

jointly ia organization?

A ies.,

Q And tney mz'ght e

A If thay had a tran

sonnecting tram,

w

10,313

¢ruld delevata it tC :n

zcing Sirm could spaal forr

at:h2y to fulfil’ things

=0 combine :heir raierves?

siz:ion netwozk
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How about if thav !

Bither whealing cor tranzmiscion

A

whether the tranzid

them or somebedy else, i tha

pool the reserves among aach o

o

¥ou tegtified, I be

AR s d

an 85 magawatt unit oa MELP®z

drain cn the CAPCO Peccl; iz %

A

Well, X'm not 3ura -

precisely what I zaid or noi.

from the CAPCO Pool a sibstun:

their load froim the peoci. I =

*hat MELP would =l

75 megawatts worth,

zapacity.
Q

With a 100 megavat:

Would that 75 pezc:

drain ocn the CAPCO poci?

A

Well, it would be 1

o r not a serious one., CAPCO

cbviously.

2

individual short lead tiae cap:

companies have and are install’

A

Do you know the in3!

The short lead tim:

i wiheeling conne

SN D P Raap——, | ta
i o SO XK %
i &
ITVOTE eifiad

1zt I omeamt WaS -

Al portion cf 2

a substantial j

ink what I said

drais, but noei

-
;
.

ag o3t

aliation sizes of scmas of
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it woald
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czpacity have b
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sevan megewats ol

tnits all ir one édacision.
Q vizll, let®s sesz.uo:

<5 megawalits?

A X &hirk at cne cirs
enother time zom one dacilac

Q Do yeu Rknow of inc:

—

alactronods

crogram?

A I guers in the

companiege were still concarmnsc

capability that I was talkinc

hed a feour weogawett diesel foo

Lakezshove Plant in case thars

Szme of the comparni
ewn intar:et to

at th2 varicus plantsg, zo the:

capability without the acad i

small units primarily for the“

Q Do vou know which «

A I balieve Duguesne

a New, under the CAFC

very

have tha2 ghort.

nas iple vnits?
< DUy Liro Snicy Or Cilcwe

¢ & :ch of the vaiss k.
CEX decided te buallé
£ T :dld thyas, 34.

wion cf CAPCO membars of

v G

v = g e J . 3 o L |
LocLeaal units 1a the &8 °°

cnes st of L
thias klack

menticned we
purpese of atarir. the

0 pouer aveilable

8 Ccocided it would be i1 th

w

i~
e
l.(‘

leic< ©ime cepacity scut:ieiad

cotld du thac bl

e HLalte

Vo

trinsmissicn, They boaght
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mpony this was?

id +hat.

c: .culation, would i -
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i Wall, in fact,

small units
A
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MR, BUCHMAIMNS

Q ¥r. Williamg, shor::

2gual percant r:-
contrasted to the P cver I ovs

Tou sald that »°
nunbar of items that 4=
Zou referrad wo, Teor ample,

| a3l
i

% Wiy is the 3ize oF ganaratin
!analysic at all?

! A i1f &

-

ftroubla or a unit is takan

-y
- .
.

available tco

i If that unit ig lazc
’is leit iz -- the czpacity thsat

considerably,

make any differenca whether ycu
megawatts or 1,000 megawatts, t.
Jcapacity you have laft to gerve
rest of the pocl or conversecly

take from the rest of the peol,

If you just == if yo

espacti
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o] 7ou referred to the melative re fabiiiery o
the gasnerazing units,. tthat does thet have to &o with it?
PR Lf the unit ic hichlr relicble; it is aveilobls
most of the time.
If its forced cutage rates is high, ox it is

upraliable, it is aveilablia much i=is3.

Your sbility tc help +he peol
cegpacity that is availablie.
Your na2ed to call cn
capacity thet 1ls avallebls.
Q Is it vour suggastion or tastimony that

equal parcant reserve system doss not taohke

int ccnsidesraticn?

A That is correct.
Q In the egual percent resecvs computati ;n, what

~epacity were you referring to when yeu dascrilkiad <hae?
A The capacity is the installcé capacizy at the
time of the annual peak loed.
Q Whether cor not it is ocperating?
A Vhether or not . it i3 operatinc,
Q What if it is not capable of cperating?
A The usual approach mogt companies Zollow,

again, we don't use it, The approach mooi cowdanics follow

is if it is consideraed in commarcial cperation, then it is

counted, And, ordinarily, i% is declzarzd in cormaexeial

-
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bw3 operation early in its life, shortly after it go2s on 2nd it &=f

there until it is retired.

-

f Once in awnlle during a leoag autags & owmpany

“ aremies

will take scmething out of commaccial creratica and
put it back in again.
But the basic test ic installsed cepacity

or capacity that . is in commaxrcizl oporaticn accovding te

9
2 the companies own public declsration.
9
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10,524
Q One of the things vou spoke about was the factk,
I beliesve, you 3aid that equal perzant ressrve methed did nct

consider the lcad on the other 364 dava. What do von »z2an
by that?

A The percent reserxrve takes the installad capaeity
minus the load on the peak day of the vzar, dividad
by the load on the peak day <of the vsar.

If on the other case of the yzar, the load is
nearly as much, to take the extremes, than your abilicy
to help the others is ralatively small hecause vou need it
for yourself.

If on the other days it ies way down from the
peak load, you have a sharp pezk and on the ciher days it is
considerably lower, then you have more availablae t2 halp
other people during their situztions.

Q Is that sort of thing taken into considaration
in the P/N analysis?

A Yes, it is.

Q You said you tested the P/N methed by a variaty of
cases including the City of Cleveland cas=2. What &id
that test tell you as far as the P/N formuia was congcerned?

A It showed that the P/N formula in fact produced
higher reserves for a system such as the City of Cleveland
that had at least one vary large unit in ralation %o its

sygem load. Even the next three units are relitively large.

-
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18

19

20

21

They are 25 megawatts comparad to a 100 msgawat: pz2azk load.
That is a big unit. It showed their reserves would he
congsiderably higher than thie reservas ofFf ths ouhar CA=2CO
members.

Th.t is precisely what we thought was »ropar,

fair and egi:itable result.

Q You would hLave expected that resulie?
A That's right.
Q By the way, ¢o your knowladgz, has the City of

Cleveland asked Zfor participation in a ceoal=-fired uni% of
the Illuminating Company or .of thz CAPCO gvsi:ir?

A No.

Q You testified ir response to a gqusstion from
Mr. HjelmZelt that membership in CAPCO, full menkership
in CAPCO for the City of Cleveland, evan if zomc of the
dacisions made by CAPCO w2re not the optimum decisions
for the City, would be better for the City than if i
remained isolated.

Do I fairly summarize your testinmony?

A Yes.

Q How would full membership of the City of
Cleveland in CAPCC compare with the effect on the 2itv of
Cleveland of the offers which the Illuminating Corm2any has
already made to them?

A The offers we have made would ba muecli mnra

. o —- - G——— T ——— . el
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favorable to the City of Cleveland than rull marbership in

CAFPCO.

Q Zou alsec indicated tha:r you nave capacisy 17 Davig-

Bessa and the Beaver Valley Uni: com2s on in eaxrlv '77
or scomething like theat?
A Yes,
Q What is the reason why you are in a hurry =o get
the operating licanse for Davis-Besse 12
b2 There is a very substantial eccnomic bzuefit
of having that unit on the line. It iz really in two parts.
If the inicial kilowatts cre made in 1373,
before December 31, thers is a sizeable investmant taxz
credit accfues to the ownars and sizeable is several
million dollars.
It is something in the range of $6-§ million,mors
it would be if we aiwaited to *he vear 1377 and gorz the

investment tax credit in 1977.

That is one important economic Lanesit.

tha
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Q What is the other?

A The other is as scon as it cow23 »u, it hagins
displacing the coal cost to ganeratz the kilowat: hmurss.

] For your other units?

A for our other units. Nuclear power «-
nulcear fuel costs ar: less thaon the coal el cozts. As
soccn as the nuclear unit is on, we will kack doin tae
coal-fired units, That difference alone in th= chezper
nuclear energy rather %than the coal, will save che comgzanies
and their custcmers about $490, 000 a yszar. Sowewhare betwaen
$300,000and $400,000 -- Iiazan a day. It will gava thz company
and their customers between $300 000 2né 400,000 a day.

In addition to that, we have the intermst on the
construction dollars already investad. That interest ~une
something like $88,000 a day. So, these two factors added
together give you total costs of delay of the Paviz-Beuse

unit that runs over $400,000 a day, a large part of whieh

will accrue directly to th customers Lecause of she fual
clauses. $400,000 a day is a lot of riney and that is what
we are concerned about,

MR. »UCHMANN: Thank you very much.

MR. REYNOLDS: I nave one cf two guestions.

RECROSS EXAMIYVATION
BY MR. REYNOLDS:
Q You indicated, I believe, that Davis-Besss will

begin commercial operation in 19777
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wheeling tcday than there have b2en in the past. Do v |
why that is?
A I think the primarv r2asen I:. k2=2n the insetus

by the Nuclear Pequlatory Commiscsion to raguire pacple
to wheel as a conditicn eof licensing.
Q In your view, does that increace in wheeling relate
in any way to the technology that hez Jed o larger-scals
generation?

A No, I don't think thecse are related 2+ ail.

e e . . et s A | A B e B o 5

CEAXFMAN RIGLER: Which cowpanizs have been required
to wheel as a condition of licunaing by the NRC?

THE WITNESS: I am afraid, sir, I can’t giva you a

S ——

list but I certainly have the impression firom talking with ou-
people that the -- that this has been 2 strong impetus. .
I have the impression alco that many corpanies
have agreed to wheel rather than z2djudicate thz cusstion
because of the delay that the hearing procass mi i reguire.
MR. SMITH: BHowever, tachnnolgoy is an 2s3sential
aspect of it, isn't it? Normally, you would uo%t have the |
capacity which would require wheeling w:. .- it not for iha f
technolgoy?
THE WITNESS: The way I interpreted his guestion
was that he was asi:i. g =e wl.eilsxr there was scemething
in the technology now thac iz different than it was hefore

sO many people began to wheel., As T see it, the Srend toward
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more wheeling has been relatively in the ilast ceweral vears

and tie basic tachnology of transmission syelons and the ability

o\ -

to wheel and so forth, I don't think is any 2ifloTsent now
than it was 20 years ago.

That iz what I had iz mind when ¥
to his question that technology zcally wasn't
wheeling. ¥e could have done the wheeling 20 vzar agce
technically, just as easy as ve can toduy.

MR. SMITH: The technology waich roguired oa 3a
economic basis the formaticn of pools,.vhen
vhen was the onset ¢f that?

THE WITENSS: Well, tiia t.ols have en forming
over a long period of time. The 2JM peol was orgenized

40 years ago. But the econcmy cf scale, that zzpect we

'y

were talking about earlisr, precbably has been an imvortant
factor since the early 1950s, when CEI inaztalled a 230 m2ga-
watct unit, its first ia about 1954 cr °55.

And at that ime, for CEI, 250 was o large unit buc
it was a lot more economical than two, 125s vould have basu.
The aconomy of scale concept was important mora than <0
years ago.

MR. SMITH: Wich that developed a nsa2d for higher
capacity transmission and the need to gat'.er load=s?

THE WITNESS: YEs.
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MR, REYNOLDS: Trank vou,

MR, HJEL) T: I heve ao

.

-




48

arl

18

(&)

(&}

(¢}

13

4

15

iG

i7 |

19

20

21

23

25

10,532
MR. CHARNO: I think I aniy have sna.
ZY¢ MR, CHEARNO:

Q Poesa't a2 reguest Lo pariialnans in CSAVCO
presuppose a request Lo particivate o il £ ids
generating unics, incloding the fovesil ming?

A I would think as in the cazes we have bezn

talking about if scmeone came 0 us 2nd said, "I want oo
join CAPCO," I would have Zo si% down and say. “Loi'sz he
sure I understand what you ara saving, aad &bt vou undsr-
stand what CAPCO is.”

I don't think you can presuppoze anvthing
particular behind that. You have really oot o zit dowm
anéd say, "What do you mean by joianing CAPCOT®

MR. CHARNO: I nhave nothing furzher.

MR. LESEY: No further crcss.

CHAIRMAN RIGLER: Thank ycu very muach, Mr.
Williams.

(Jitness axcused

MR. BUCHMANN: I call Mr. Hauaor.

CHBAIRMAN RIGLER: Can we take ¢ fiva-uinus:
break?

Recess.)
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1 Wher2upon,
2 CONALD HAUSER
- 2 was called as a witness on behalf of CEI znd, haviag
4 been first duly sworn, was exaxined zand tectified az ;
5 follows: l
6 MR. HJELMFZLT: For the record, the Cisty will
7 cbject to Mr. Hauser appearing az a witnessz, having
g previously appeared as an attorrney in these procsedings.
) CHAIRMAN RICLER: I baslieva the Brcard indicatad
10 what the ruling would b2 thz last tine we discuszsed this
11 on the record. The objection is overruled. ;
12 DIRECT EXAMINATION !
13 BY MR. BUCHMANN: }
14 Q Would you state your namz and addra2ss for =he ]
15 record? g
16 A Donald H. HJezurer. f
17 Q By whom are youn employed?
18 A The Cleveland Electric Illuminating Cconany. ‘
19 Q I didn't let you get vour addrezs in.
20 A 8300 Glen Cak Jrive, Broadvisw Heighis, Orio.
21 My business address is 535 Public Squars,
22 Cleveland, Ohio.
23 Q In what capacity are you empicred by the
24 Illumirating Company?
25 A As general attorney.

li
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Q How long have vou been with the Illunincting
Company?

A 25 years, tais week.

Q Which day, precisely?

A The 30ch.

Q Would you briafly tra2ce vour swployment history

with the Illuminating Company?
A I started with the general legal ucaff of the

Illuninating Company as aszociatza counsel.

Then counsal.

Senior counsel in 1957.

I became gereral superviazing attorney <f the
claims section in the Illuminatinog Compar:.

In 1964, I became managing attorney ¢ «he
legal department of CEI.

And then in 1972, I became ccrporatce
solicitor.

And then in 1975, I becene general attorney.

Q What are your responsibilities as gencra®
attorney?
A To provide, either through the use of zcicrmeys

employed directly by the company or throuch the ucilizatica
of attormeys in Jaw firms, not dirzctly employed hy CEI
to provide the .egal representation for the company and

the legal advice and consultation required by ths officers
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and smployeas of CEI to carry out their waspeciire
ragponsibilities.

correct in assuming vou are a mTamier

-

Q Am I
of the bar of the Supreme Court of his?

A Yea, I an,

Q Mr. Rauser, have vou in vour varlous cacacitias
at the Illuminating Company had occasion <2 bacena faaniliaz
with the dealings betwsen the Illumipating Company and the
City of Cleveland?

A Yes, I have.

Q When did that -- when did‘you stars
participating in those dealings, if wvou Gid?

A Well, almost from the beginning of mv enployment
with CEI.

However, the heaviest conceniration of mv
responsibilities and activities involving thz relotionshic
of CEI and the City of Cleveland and itz !mniecizal Zight
Plant would be somewhere around 1964 or '$3, in that azza.

Q And has yocur participaticn in thoza Zes=lings
been continuous since that time?

A Yes, it has.

Q Yr. Hauser, are you familiar with the daaliacs,
if I may use that word, between the City of Cileveland and
the Illuminating Company with respect o interconnec:ien?

A Yes, I am.

P ——
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Q And tha two systems arz pracantly intarosonsched.
are they not?

A They are.

Q When was that interconnecticu cozplane?

A That was complated and fi:r3t esergized in
May of 1975.

Q When did you zirst becom2 involved in anyv Jaalin
with the City with respect to an interconnzsiion?

A The first time that rupressentatives of =ha

City of Cleveland approached CEI with regard o an incor-

connection was early in 1559,
Q Who were the representatives of the City of

Cleveiand which were involved in that approach?

A Mr. Stefansii who was tha director ¢f u=ilities,

As these initial discussions or reguesis wvers nursued

negotiations took place, people like Arnold Turke

of the City of Cleveland was involved, and Mr. 2riczon,

Mr. Bednar, Mr. Gulia, G-u-l-i-a, M. Xapitan,

K=a=-p=i=-t-a-n.
Q ¥ho were these pecple?
A Mr. Stefanski was the dirsctor of util.iisg,

position Mr. Kuduki. presently has.

Mr. Turkel was a profesgsional enginsar, and also

I believe his title at that time was axecutive comui-cicne.s

of utilities.

nhe

P s



l §
Mr. Ericson was a profecsional eavinser who
consulted with the City of Claveland.

Mr. Bednar was zlco an eangineer.

Also a2 name I Gidn’t mentcicn befors was M

Matthrews, who was a long~time anplovec of tha

Municipal System, and was at that tim=> in =2 supgrvisory

capacity.

I'm not sure exactly what ais tcitle wag.

You mentioned Mr. Kacitan. Who was ha?
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A Mr. Kapitan was a lowyer in the law dapactrent
of the City of Claveland.

: Prior te the time vou are talliiag abouc, carly
1969, had the Illuminating Company aver appreachzd iz
City to go in the cpposite direction wiith respaci ©o
an interconnecticn?

A Yes, we had cn a number of cccasicons proposed

an interconnecticn between the tuo systans.

Q I prasume nc intercennection resulted?
A No interconnection resulted., In fact, thare vere

quite a number of peopla associated with the municipil
light plant that opposed an interconnectica on the ground

that it should remain as an isolated system and cthat the

interconnaction with CEI would mean tie ned cof che nmunicipal

system,

I might say *hat these sentiments concinuved

even after -— well, even after discussions begain in 692 wieh

regard to an interconnection and, in fact, as late as April

.

of 1975, right about the time we had an agreemsent raadv for

exacution.

There was some thoughts expressed in the uciliiles

committee of counsel that they should not encer inte an

interconnecticn agreement with CEI,

Q Now you say the City first zpproached you, coing in

that direction, in early 1969, that was the reguest wade by the

RS———
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A The recuestc indtially by =he Ciey wou <o poevids
sone temporary sexvice o tiam while zhoy 443 camtidn oronlt
on several cf their nnits to dnstall airx callatlen ccoauinl
equipment, precipitators amd tiis torz of thing.

Q2 I sec.

And what happaned? What did wou do?
A Well, the == our ongineers got Logmihar wWiln

theiy enginears and technicel people and into tha suiwur of

-~
-
¥
(0
Ly

1569, they worxed out a system that turned cut to b

transfer of certain loads.

V]
Cis
Q
- 4
[{1)

outage and then these plans that wer
period in which precipitators and othe: zir peolliutio;
control equipment was to be installed were dusized off <o

provicde in the shortast possible tim2 sewe avsistones o

the custcmers of the municipal light plane,

1§}
)
o
G
w
15}
.-‘4
o
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Q what do you mean in the shor:ia

A As I say, this outage occurrai between
Christm 8 and New Years. And we were abla <o en2rqgiz: {he
load transfer points early in Februarv of 1270C,

I might say that this was part of a wnyacerhoss
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bw3 program. Phase cne was a tenmporacy lzoad transfer saxvica.
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Q Why go through thsse steps? Why not go directly
to a permanent interconnection?

A A permanent interconnacuion was not rnossikla in

the time required. At that time the lead tine on aguipnmea:

for a permanent interconnection was somathing in the oxder

of two years, 30 months, something like that.

Q And the lights were already ou:s?
A That's correct.
Q How did the load transfer system work, and I

don't mean from an engineering thing, but how wes it actuated?

A Well, at different spots on the systeme of both
utilities, a CEI supply, or let's say a cable would be
connected to a cable of the Municipal System serving, for
example, a substation.

Then through appropriate switching that
municipal substation would be supplied by CEI rathsr than
by the Municipal Systemn.

Q Now how did you know ~= the City didn’t uss
the load transfer service 100 percent of the time, did it?
A When the load transfer transfers wera
effective, they would utilize that service until they would
be disconnected at some time.
Q That is the point I want to get *o. @ow did you
know when the City wanted to use the lcad transfer scrvice?

What happened?
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A They would == :zheir operating p2rsonnal weuld
call cperating personnel of CZY ©o arrange for che luad
transfers cne way or the other. IZither uwo CEI. <l Lxonm

CZX back to MELP.

on these things?
A In most cases there weas l22d4 tims. IM¢r 2onampla,
the initial energizing of the load transfcr zexrrice, and

this was true throughout the sariod t{hai lozé trancsfex

s2rvice was provided.

b

Q Actually, whea the trancfcr was méde, this
requires a disconnecting of cne syztem and then a

connecting of the other, does 1t noi?

A That's correct.

Q That results in an outagz, if that ig the wight
word, to the customer?

A That's correct.

Q Do you have reccrds which woull indicate tha

licensing of time that those outages would lasi?

A Yes. And also the City kep: racords of the
times of the outages. In most cases, the outage would e
in the area of a minute. Sometimes less, and somwstings a
few seconds more.

Q There is testimony in this racord that whaen the

-
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City operating people contactzd thz CII cprerating zeorvle, :kha

latter would cintoct ycou.

A Yes.
Q Could you tell us the roason Sor that?
A Again we are talking abcut a pericd Zrom farruvacy

of 1970 until May of 13975. Therz wera a nunber of
reasons:"

One, we were involved in litigaticn &t ilcaszt
since 1971, and this involved 2 number of Zorms inveolving
CEI and tha City of Cleveland and the Municipal Svsten.

Secondly, in addition to the raesponsibiliti:zs
that I had in that litigation, I was the ccoxdinator cf
day-to-day activities involving CEI and the City of
Cleveland.

Of course, very important were :the crders cf th=
Federal Power Commission that establishzd at least froxz eatly
1972 the standards and criteria pursuant o wvhicn ohe
service was grovided.

Before that date, it was vrovidad tc letier
agreement with the City of Clevaland wihich was supplonznied
and which had been filed with the Pederal Power Commission

and became FPC No. 7.

S
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‘ a That is & CBI tarifl dasignatica?

! A That is coxrant.

5

i Q Having given us that badigromad,why 2.4 vou want
{| tchave pecpla call you when the City mecuzcted 2 lozd

i

|

|| transfer?

R To make certcain that CBI cid conply wita thae

|| standards and and critaria for providing that ~axvics

Comnission and secondly, to make cextain thaot the City
of Clsveland was also abiding by Sirst the counbtruce and

then 1ater, thsz orders+of the Faderal Torer Cemaleoaisn.

criter’ _ _u ara talking about?

n Wall, princirnally, it was vhathar or net ths

municipal system could handie its own lead on tha ono

——— e

standpoint, provida the service requestad.
Q New, during that period also, di

lebor difificulties on the CEI system?

.‘L\& \-7.. ouv -

L 1
w
5
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A Yes. Beginning in May of 1273
through, I think it was September I of %73, we had &
of our bargaining unit personally. That iz aporouimaizel:

out of 4900 emplcyees.

O
a1
‘J
=
()
H

fL bargaining unit people cor superviscorv ond what w

During this period, the systam was oparaicd by

and that it complied with the owders orf the Tadural Tesox

Q Can vou give me soms idea of che sizniard and

hand and whether CEI from its standpeint =nd its cusizer.

. -
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clascified esiployees. During thiz pericd of finz, vas +*he
first time that the procedure waz gof Lo 2alk o oo Firss:

any load transfer service was proviiad cor dlszconracited.

I had been called fr-guontly bafors hic pexiod,
during tha paericd of tha strike this procadure was
established.

I have learned in the course of tha discovary
and the hearing process in these prccccdings that o
number of our oparating paople understcsd thot procesucs
to ba required both before and after the stike inm 1373,

Q Wny did yeou institute it during the stpile?

A Well ==

Q When you say instituta you «sean 23 a formal
pro~sdure?

A It wasn't written down. it -was establishad as

a procedure tc ba followed by evaryons in the ccmpany wao

was involved with th¢ muricipal light plant. As I sa’d

perconnel, myst of whom had not done the type of verl: thev
were called upon to do during this period of time.
u Of course, in the strike, wz had difficultiss
with strikers and pickets at various locatiocas.

They interferad with the operation of tha svsienm.

Jthe access to its facilities. Also, roguliar rall :=hi o ents

e .

before, we were opera ing cur entire aystem with sunervisoer:

at least to a2 good many of our plants we are disrupted so that

*w. had to take coal for an extensive part of this tiisz from our

. - r—
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stockpiles of ccal.

And =2ven when wa

P

out of the stockpila is not the

D —

In other words, it —aly on
rai’ shipments or “zuck shinmenits of =021,

Alsc, aven though ve wars buyin

£

we could, our stockpile of fusl was rad

our plants to a wry lcw lavel.

T

. o e Brssam 1



Ui

~4

10

11

12

13

14

16

17

18

19

20

N

A

25

Q Like what 3o you recall?
A Like in one of the plants, 23 I recall, it

down to 1l days. At anotler, maykae 13,

The Avon Laka Flant and tha Ssohinkoia Planz,

wouldn't say we vere akl? %0 restors normal rail shipments,

but we didn't Thave the cocal zupplv zroblzams ac “hoze

had at the other two plants.

interested in conserving, as I say, our mannowszr, Vs were
also interested in conserving cur fual surply, and to Lhe
extent MELP could take care of their cum requircnents, we
thought they shouid.

Q By the way, what wonld you consider rormal
fuel pile, or what did you consider it in those days?

A 60 days, and at one time it wagz 30 dave, but §
days.

Q In making the load transfers, how is the suitc)
done? Is it done from sone central headguartzra?

A No. Usually it requires -- let's say it is
directed “rom a ~entral headquarters, :oth ours and sas

Municipal System.

Both MELP and ours sand crews 4o the Fieia SO male

switches at the appropriate locations to trancSe- lozd

way or the other.

Q Did the Municipal Systen ever ask CEI, to yo

.
ol
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knowladge, tc activate

occacion CEI refused?

The answer is vecs.
but I can recall several occas’cons ia whlcsh v rafasol
Could vou give me what wsuld L2 &i2 rassom
for such a refusal?

That we dould not suppl,; ihe

adversely affecting soma of ocur firm pow

Did you ever ask th2 municipalicy or advizs the
municipality that vou were going tc terminate the load
transfer service on a givea occasion when the City w
to continue it?

Yes, we did.

2id that happen frequantl:?

No, that was infrequen: also.

o o2 0 P

What would be the reasons for thag?

One, we filed a notice of termination Lafore

Federal Power Commission.

There were -- we also adviseld them hefora w2
filed that notice of terminaticn that in april, [ thinl,

1971 that if they didn't pay the bills which they ous

1.)0

us at that time, which wera in sxcess of 51 milliion.

going to terminate service.

TSN ———
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1 Q Did they pay the biil? ;
2 A No. |
. 3 Q Did you terminata servic.? E
| |
4! A No. %
[ 5 Q Why not? »
¢ A Pirst of =211, we f£iled a uotice ci “ermination ;
|
7 with the Federal Power Commission. Thzt vao entended fov i
8 periods of time during 1971 when we wara attempting o2 ;
a negotiate a settlement of the Ziffercnces betwzen tha City ;
i0 of Cleveland and ourselves with regard to various dlszpates anc%
11 them. g
i2 As I say, including the pzyments. §
13 These negctiations,and the FPC Staff waz involved |
14 to 2 certain extent in these negotlations, wars noc :ur:exzful}
15 and finally in December of 1971 we 3id not axtend ou- ;
16 notice of terminstion. !
17 However, the Fedaral Power Comuission did order a é
18 five-months suspension of terminatici of the load g
19 transfer service so it continusd after that lact cate of
20 our notice of termination. }
" 21 CHAIRMAN RIGLER: We will resume at 9:30 |
22 tomorrow morning.
p 23 (Whereupon, at 4:30 p.m., the nearing
24 was adjourned, to reconvene at 2:30 a.m.,
25 Tuesday, May 25, 1976.) i
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