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i MR. BUCHPJd4!i: I r. rill call Mr. ".?illicr:'t.1,,,

please. ,3

o 1 . j
J Wharcupon,.

4 ! ;

i
5ARCLD L. UILLITG5 |o

acn callad as a witness on hehal" cf che Ap: icants ,
6

The Cleveland Eldctric Illuminating Campany, and .havin- b2en
7

g , first' duly sworn, was examined and tastified as follair.1 : ,

1

DIRECT E.UliINATICM

EY MR. BUCHMANII:

'
0, Would you stata your narae end address for tts

l a,

record, plense, i
f a_

( A. IIarold L. Williams , I am with the Cleveland Electric:
,, )u.

!
IIlluminating Company. 55 Public Square Cleveland, Ohio.

., i , jr
v

.

3 In what. capacity? j
., 52

i

A Executive Vica President.
-

|
10 !

Q. When were you first employed by the Illumir ating |
1_s

I

Company? i
10 i'

1

A. 1947.
19

f 0 Would you briefly tell us your employnent Listory ;
,sc ;

with the company?
g

A. I started as a junior engincar in what is tow the I

System Planning Engineering Department. I went througn a
na

series of position in engineering and served for a chcrt

time in the personnel department. I was manager of the offico
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building service department and bcch to enginaaring tr; nanager
.f

of distribution.
.

,
'

2 .

'

Then civil machanical 2ngineer. In 1962 I
i

3'
ibecame vice president of ongineering and in ' 74, c::ecucivo js

4
1

vice president, i

i
5 i

, *

G What was your duties es vice president of t
+

G

engineering?
'

7
A As vice prr-sident of anginecring I was responsible

8

for all of the plann:.ng of the electrical system, the engineeri ig
D

and design of the whole system and the various parts of the
10

system.

11

Also for all of the conctruction that was done by
12

contract crews.
12

g What do you mean by " contract crews"?
14

A The construction of the company, much of it is
15

l done by our own employees and much of it is done by hiring -

1G
:contractors. The hires cf ccatractors was under my !

17

responsibility as vice president cf engineering, but the
,

company employee construction people were under the vice-
10

president of operations.

20
g When you talk about the engineering of the whole

'j sytem, it includes generation ac well as transmission?
22

A It was the overall design of the system, and theno
99"L

of the individual parts, the gancrating plants, transrission

lines, substations, distribution lines. F&ecera. Right down
95'

to individual customer installations.

il
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G Nhat were your duties as executivo vice-,

i

,
president? *

_
t

A. As executive vico--president I'm part of a three-,,

a

- man top management office, ycu might cay, censisting ofe i

the president and two executive vice presidants.
_

We have the overall policy-making

responsibility for the company. He also divide the individual

aligned responsibilities for the various areas within the

company among the three of us.

I have the specific responsibility for enginscring,

which includes everything I have described. That is,the
11

vice-president of engineering reports to me and also the

responsibility for technical and administrative service
t 15

which would include purchasing, the computer operations, the

office building operation, nuclear quality assurance.
15

Miscellaneous things of that sort. '

1G

G Would you tell me briefly what your educational
17

background is? j
is '

A. I was graduated from Tufts University in
19

Bedford, Massachusetts in 1947. I started with the
20

Illuminating Company immediately on graduation.
21') I received a bachelor of science degree in
22

electrical engineering. I received a master of sciencao

23

in industrial engineering from Case Institute of
24

Technology in 1952.
25

.
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bu4 G Are you a m2mber of professional organizations
1

cr societies?
2

1

A. I art a rnember of Cleveland Enginearingcicciaty

'

and National cietf of Professional Engineers*

4

Institute c> Elsctrical JJagincaring.
5.

e

6

eel
7

8

0

10

11

12

13

14

15
.

16

17

10

19

20

21.

22
.

24

25
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arl 1 Q Are you familiar with the CAPCO enacutive committee? |

2 A Yes, sir. s

3 Q What does it consist of?
e

4 A Basically the chief executives of the fiva

S CAPCO companies or the four CAPCO companies, dapendi..a ca*

G whether you consider Chio Edison and Penn Power as oaa or

7 two.

8 Q Have you attended any of those meetings?

9 A I have attended virtually every meeting of

10 the CAPCO executive committee, including informal meetings

11 before it was officialtr organized as a committea.

12 Whenever the chief executives meet, even back in the times

13 of the negotiations of the original mamorandum of under-

1.; standing, I was taken as part of the staff, as the company's

15 chief executive.
.-

;g I would almost say at every meeting. Thexe may

37 have been one or two I may have missed for one reason or

18 another, but virtually every meeting.

10 0 Why were you at these meetings, if you tm::e not

20 the chief executive?

A Typically each of the chief executivsc brings21,

22 to these meetings a staff of people. The staff would
e

23 rdinarily consist of an engineer, a lawyer, specialists in

24 any f the fields for which there was an item on the agenda.

25 There seemed to be always something on the agenda fo::
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i engineering and planning as -- and as vice presidant of

2 engineering I was the hoy staff individual in that area.

3 Q Did the other companieu also bring staff?
.

4 A Yes. Typically the same sort of group from each.

5 0 You referred to the negotiating mestings crior.

G to the execution of the memorandum of understanding. HOW

M7 did CEI get into this situation? How ild it come to be in

8 CAPCO?

9 A During the mid '60s, technology was expanding very

10 rapidly in the power fic1d. Large generating units

11 - were becoming more and more available et much morc economic

;2 costs per kilowatt than the smaller units that we we.ce all

is buying. We felt there would be considerable occacmios to be

14 gained by grouping with other people in order to jurcify

15 the construction of these larger, more economical units.

~

iG We also felt thsre would be economies in operati.on

37 and increased reliability of the power system by coordinated

18 activity. And so out of this was growing really around

;g the country a number of groups trying to take advant::ge of

20 these possibilities, and one that we were interected in obviotuly

21 consisted of CEI and the companies immediately adjacunt to
.

it.22

'"
0 Why didn't you just build these large uni':s23

yourself?,4c

A The size of our system in relation to the sine of
33

.I
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1 the units that were available was just not big er.ouga

2 to sustain these large units.

3 You have the problam, of course, when the unit is
.

4 off for maintenance and you have to have racerves e.a cover

5 it. If it trips because of fault or trouble, you hn re to
*

G have capacity to cover it.

7 Whan you have first put it in, it may be uoo

S large. That is if it is four or five years' load growth,

9 you have to put it in four years before you need all of the

10 kilowatts, and you have to carry the cost for all thi.s

it time. Whereas if you get a large enough system with ono

12 year's load growth, it is considerably more economice.1 and

13 you can also afford the loss of it,

ja Q You referred to coordinated activity. What did yor.

15 mean by that?
-

IG A There are a lor of different kinds of activitisc

17 that can be coordinated efficiently among companias. One of

gg them is the overall planning of the systam. That is, what

39 kind and type and size and location of generating plaats

20 is appropriate. What transmission is necessary in order tc

33 get that to the load. How can we operate most efficiently..

And if each of these things is done by each company22 ,

.

23 separately, y u get a different result than if you work

2- together and coordinate or plan together for what wici be

ptimum on a total basis.
25

_.
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1 Q Why did CEI, in trying to set up something of

2 this sort, deal with companies with which it did deaf.? That

3 is Toledo Edison, Ohio Edison, and Duquesne, rather .:han
.

4 somebody else?

5 A The obvious thing, of course, is to deal -rith.

G companies close by. If you are going to have coordinated

7 operation, you need to have interconnections no that you can

8 bring power in and out of the system. They are comp.tnies

9 with whim we had been doing business . We had had inter-

10 connections with Ohio Edison, for enample for 4 0 years,

11 or something like that.

12 So it was a natural to develop those rela:icn-

13 ships and to use both the people relationships that had

14 been developed, and more importantly, the physical
i

15 facilities that were thera, and the potential for further

_.

16 facilities with those people that were close by.

17 Ohio Edison surrounds CEI on two sides.

33 Q I was about to say you have interconnections
1

19 with companies other than Ohio Edison, do you not? I
.

l

20 A Yes. I started to say Ohio Edison currounds us
|
|

on two sides. Lake Eric is on the third side. The21.

22 f urth side is the Penn Electric Company, and ue had done
*

planning and construction with them in the construc:icn of23

24 the Seneca Hydro Plant. PJM is the

Pennsylvania, New Jersey, and Maryland Interconnection.g
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: It was operating and quite large. The logic of

2 adding ourselves t.o that group asemed small.

3 Q How many companies are there in the PJM group,
..

4 approximately?

3 A I don't know, but it is more than a dczen. I would,

6 think.

7 Q Did you make any effort to initiate discuusions

a with the PJM pool?

9 A Yes, we broached the question of joining 3GM as eit :.er

10 a regular member or under some cort of affiliato arrengement.

7; Discussions showed, in short, it wasn't a practical < >r feasihl t
.

12 thing to do.

f a, Q Did you consider including any additional

34 companies in the CAPCO group beyond the five that aro

15 presently members?
I

A Yes, there was a lot of consideration of varione - \

. b. |i

groups. As I mentioned, about that time a lot of dirferentg

gr ps were forming around the country. There was ema18

considerable consi/aration of Cincinnati and Dayton keing |gg '

20 associated with the group,
l

The companies along with Cincinnati and Dtyton

and American Electric Power and quite a number of others

formed the ECAR group at about the same time.
.

-

23
i

!ECAR has a relatively narrow purpose, being
4

primarily reliability, but it is a multi-state group.25

,

4

4
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1 O What about the other utilities in Ohio?

2 Did you pursue anything with Cincinnati and D:yton?

3 A We pursued some discussions, but fairly early
.

4 in the game Cincinnati and Dayton pulled out of thoso

3 discussions and joined with Columbus in what is callad*

G the CCD or Cincinnati, Columbus, Dayton pool, and those

7 three companies did some joint construction separate from us.

8 Q What about Ohio Power?

9 A Ohio Power is part of the American Electric Power

10 system. Basically the American Electric Power system which

it is under one ownership, is an integrated system as roughly

12 the same size as CAPCO. It appeared to be doing fine, and

13 able to take advantage of the economies of scale and

;4 coordinated operation and so cn, without anybody clea added

15 to their group.
-

16 Q What about the Michigan companies?

17 A The Michigan companies were pooling togatraer

to also, specifically Detroit Edison and Consumers Fouar.

19 Their approach was a little different. I guess etrary |

20 group's approach was different.

21 They seemed to be pretty well coordinated,.

I
22 the two of them, and again the two of them combined vare

:

1.

23 of a size that could utilize the largest generating equipment

24 that was then being produced.

Q I was going to ask you that. If you get an25
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I organization which is able to use large scner:1 tion to gac

2 the economies of scale, 'ohy wouldn't it be of b':nefit to

3 it to continually get bigger?
.

4 A There is a point of diminishing returns it. two

*
5 regards. As the units are getting large, the .tenafits cf-

6 still making them larger tnper out.

7 Secondly, and maybe more important, technically

8 there is a top size limit that generators are made. Currently

9 you can't buy larger than 1300 megawatts. .?.t the time the

10 limit was about 1000.

11 And so although there were entrapolations

12 into the future, of course, everybody was forecasting

13 future growth. If you had a pool that could use a 1000

;.; megawatt unit at the tima CAPCO was organized in 195i,

15 y u had about the largout feasible size.
.

16 To make it larger produced no benefits and,

;7 of course, would produce complications in terms of the more

18 people in tho act, the more difficult it is to coordinate.

12 19

20

21
*

22
.

23 |

24

|25
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'

bwl I
G What, by the way ' s the total load of thei

4

2
CAPCO companien now, approximately?

3 I
A. Around 10,000 or a little cvsr. '

.

4 g 10,000 megawatts?
=-

A. Megawatts , yes, excuse me.
-

G
G What do you mean the more people t'2at are in the

I act, the Inore difficult it gets?

6
A. You know, in any human endeavar, if you have several

S people with different individual positions, and you try to get
le them to work together it beccmes more complicated, the : core
11 parties there are.

12 Each company has different objectives, different
13 history, different facilities.

14 As you try to bring these together the more
15 different pieces you have, the more different points of view

,.

l1G you have, and the more difficult it is to reconcile. '

,

i -

17 g Can you then briefly describa to m3 what che
la agreement was, what the CAPCO agreement was, what deal did

|
19 you make?

]
|

20 A. Well, the so-called memorandum of understanding
|

21 which, as you know, I think is a rather long complicated-

22 memorandum, 30 or 40 pages or some such thing as this, but1

.

23 the essence of it was we agreed to several things.,
|

24 First,we agreed to one-system planning. That is,

25 we would plan the CAPCO system as if'it were one group.

'

|. +

| "s
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'aw 2 , We would determine the. optimum size of gene.cators,

!

2 | the type, that is, coal-fired or nuclear or peaking capacity -

i >
i 1

3 or whatever, en a one-syst6m haris.
'

;
'

f. i We would datermine the location of it. j
t
i i

We would determine the transmiscica, as if we wero one system.3,

Then we would determine how to alliccate the c+mershipg,

responsibility and the operating responsibility and so7

forch, among the parties in as equitable a fashion asa

pcssible.9

We described in some detail what these terrs10 ;

i

meant. We outlined how we might operate. We cutlined I

33

the bas 6s of operating for all these responsibilitics.j2

We provided mechanien for withdrawal from the pec1
13

for any company that wanted to do that at any future7 f,

time.
15

W pr vided for compulsory binding arbitration
'

1G

to resolve differencas.
I_s

Various other legal and other thinga.
10 -

!

G How are decisions made in CJ.PCO?gg

A The decisions are made basically by
.O&

unanim us agre ment f chief executives based on-
21

studies and analyses worked up by a whole ceries of,a,

committees.-

aa,,,

4 Why did you regtire unanimous agreement?
4

A We require unanimous agreement,

because, basically, each company insisted from the

|
,
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be3
! beginning, and still does that its autonomy has to bo

i

2 separate and independent. Ncne cf the campanies is willing !
i
i

3 to delegate to any of the others the re:m'.msibility fer i
I.

i

4| making its own corporate decision as to where it is goi.ng

5 to spend hundreds of millions of dollars in generating.

G capacity, transmission lines, et cetera.

7 We have said you can develop the plans, et catera,

8 but before we implement naything we much each of us agree

9 this is to be done.

10 There is always the option of withdrancl, if you

11 don't want to or can't agree.

12 We can't agree now that by a four to one vote, we

'
13 will decide where a generating plant will be built in 19 57,

11 and then CEI, as a dissenter, being recpencible for hrc7ing

15 to pay for the thing anyway.

16 We weren't willing to go that far, and none of

17 the other parties was willing to either.

10 g Did you in the -- let r-i withdraw that.

19 You talhad about allocating cunership

20 responsibility. I presume money follow ownerchip

21 responsibility, in a sense?.

22 A. Yes,
s
'

23 G How do you do that?

2;; A, Basically, the mechanism works like this, For each

I generating plant or each generating unit, we set up a3
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1 joint bank account. One company is designated by

2 mutual agreement as the company to be responsible for te

3 design, construction and operation or the plant. Each
t'

g; month, or scmetimes two or three timas a ucnth, as rhe bills |

5 are to be paid, Wey call for each of the companies to-

a pay into the joint bank account a certain total noney,

and then it is allocated in percentage according to tha
7

g percentage ownership in the plant.

Each pays this money into the joint bank account,
9

and the company who has been designated in advance as theg

one responsible for design, construction and
;3

operation, writes out the check from the joint bank accountg

to pay the bills.
13

G How do you decide how much each company will
14

put in?gg

A This is deterrd.nsd by the percentage ownership
-

16

that has been agreed upon.g

4 How do you decide what the percentage owner.7 hipg

is?g

A We allocate the capacity en the basis of a
20

rather detailed procedure which we call for short P over N.- g

I don't know to what extent that has been

.

c:cplained, but I will go on and you can ask if you lika.g

The P over N calculation is/rather sophisticated,
g

# "" * ""* # Y# #
25

t

!
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by trial and error an allocation of capacity. cuch than
7

I'w5 each company's contributions to the pool divi &2d by their j
-

p,
.

}tche fror. the pool - in other words, the ratic- cf ;3
i

~

positive to negative use of pool faciliries - will b;,
~,

9" *
5.

This ratio should be ecual for each of the I
G

.

'

conpanies. The generating capacity is juggled cn paper.
.1
'

7

That is,the allocation is juggled en paper, until we get a
3

situation where that ratio is the sama for all compcnies.

Then that becomas tha final allocation of

capacity. Each company agrees to cwn that number of megauetts

or that percentage of the unit, so as to produca that

result.
13

Q. What was the objective in trying to got that

ratio equal?

-

17

10

19

20

21

22
.

24

25

.
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arl 1 A The objective was to create a fair and equitable

2 distribution among the parties of the financial respancibility

3 | and operating rasponsibility for maintaining the capacity
.

4 within the pool.

5 Q Did you consider any other methods of acccmplish--

G ing that result?

7 A Yes.

8 Q What kinds?

9 A We considered and rather quickly rejected

10 a couple of systems that had been used years ago. Say at

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

12 used by some groups were so-called equal percent raserva,

33 where you look simply at the load and capacity on the

14 highest load day of the year, and ignore all of the rest of

15 the days of the year. Ignore the maintenanca schedules,
_.

16 sizes of units and a lot of othar things, and make it

;7 equal percent reserve on that day.

10 We rejected that as ignoring many too many factore.

10 Another approach was the outage of the largest

20 unit or outage of the largest two units, which was a

21 simplified approach many companics had used. That te.kes-

22 into account one more factor, but still omits a lot.

23 We looked at another, more complex, nere comolete
-

24 approach which incorporated all of these various factors

|

that need.to be considered, and instead of25

1

)
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1 ratioing megawatt margin days, which is what the P/M calcula-!

2 tion does, we tried to just 1coh at the number of days

3 that a given company would call on the resources of the
.

4 pool.

3 We found that this was much better. It took.

G into account these various factors. As a matter of lact,

7 it was used to come up with the numbers in the original

8 memorandum of understanding. It didn't determine them,

9 but it was used as a factor along with judgment to cores

10 up with the original numbers.

jg The problem with that was if you used -- looked

12 at only the number of days use of the resources of the

33 other members of the pool, it ignored whether that una'

34 was one megawatt or 1000 megawatts.

15 We felt it needed to be the megawatto times the

days as the measure of the use.
1G

Ig ignored also contributions to the pool, and37

we felt that was important. We put thct all together.g

and came up with this system we call P/N.gg

0 At the time we are talking about -- what time20

did you have these negotiations? When was that?g.,

A About 1967, I believe.
22

~

Q At that time was there an"v dissimilaritv in the23 '

configurations of the systems of the several companies that
54,

were involved?
25

_
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1 A Yes,there were a lot of factors there vero

2 different. Some, for example -- Duqueano Light, alt'wngh.

3 the second smallest system, had the largest unit.
.

4 Toledo Edison had a number of unitc which vera

5 unusually reliable. Their forced outage rates were lower

c than virtually anybody elce's. It had been their pructico

7 over a long basis to build a particularly high

g reliability into those units.
!

g CEI and Ohio Edison had already entered into an

10 agreement for charing of capacity between our Avon 9 Unit and |

their Sammis 6 Unit. Each of thece were unique to the11

companies.
12

There were other factors in terms of unit., 3

size, reliability and so forth. We all felt thece

factors needed to be taken into account in whate.verL-
,

- '

allocation system was ultimately adopted for the pocc..g

0 You made reference to Duquense being the ac;ond
;

cmallest company. Was there much variation in size crong I13
|
|

the companies?

1

A R ghly then and now chio Edicen is 40 percent
'

0

, of the pool, CEI 30 percent, Duquesne about 17 or 18, and

Toledo 12 or 13; something like that.

'

O When you say percent of the pool, what do you |
23 I

mean?
24

A Percentage of load, I meant.
25

i

|

|
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Q Lond.
.

2 At the tima you were nogetiating this ugreement, was
i

3 any consideration made of having othar nonbars other thaa
.

4 investor-owned utilities such as municipal cperatione?

5 A We really didn't give particular attentic;2-

G to that, no.

7 0 Why didn't you give any attention to that

s subject?

9 A The purpose of this peol -- there wara several

10 Purposes, but the primary purpose was the pcoling of

7; generation and the coordination of interconnected 0.5 2:ationn.

1; The only municipality with any significant

;3 amount of generation in the service territory of any of us

;4 was the Clevaland Municipal System. At that tir.e sm ucren't

even intarconnected with then. So tnere seemed no15
-

16 logic to talk about coordination of an interconnectica

that didn't exist.1,s

;g They s1 ready had twice as much generation as load.

jg So there seemed to be no logical reason why we would

consider that particular one.,,0

21 Anybody else with whom we were interconnacted-

22 either had no generation or very small generation, which
*

** *** **" "" "8 9" "" U* ** * 9# "E*23

24 there seemed no logic to incorporating anyS

-other smaller systems.

n.
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1 I already indicated uhy we didn't add in ?cnn-

2 sylvania Electric or Ohio Power or coma of thace other

3 largar groups.
.

4 Q Did you nonethelese run studiec aa to thn impact

5 of your method of alloccting cunership upon small syiitems?.

0 A Yos.

7 0 Why did you do that?

8 A We could forecce the poccibility at some tima in

9 the future that the Clevoland Municipal System might went

"O an interconnection. When and if they wanted one, and wore

11 tied in with us, they might want to be affiliated with the

12 group. We felt that whatever system we devised from the

13 beginning ought to be designed to give a fair and equitable

14 basis under whatever circumstances, and so we wanted co test

33 our system.

.-

IG The one that wo ultimately call P/N we wan 3d

;7 to test it by the extremas, and add a number of hypothetical

10 Possibilities along those lines.

gg Q Did you run other kinds of studios on other

20 extremes?

A
. 21 We considered hypothetical studies than tied

y CAPCO to another CAPCO. That is a hypothetical system as
~

big as CAPCO and two CAPCOs, and one where we tied in to23

3 10 CAPCOs, which would have been comparable to the whcic

n e a es.25
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a rb.

I It was almost ridiculcus, but we did lo M 2.t that

2 to test the reasonableness of tha netheus ra Usrs dewlcping,
t

3 Q What did those tects now as ac the
.

4 reasonableness of the metncdc you :Ja.co developing?

- 5 A We felt they showed the P/N systen vaa in fact

G the most reasonable systa:a we could devise as t methed of

7 fairly allocating responsibility for ganare. tion crong the

8 parties.

9 Q Didn't the study uith respect to the Clevaland

10 test caso show that it -- that method would ir.:poce very

11 large reserves on the City of Clavaland?

12 A Yes, it did. But basically one of 'che factors

13 was that the City of Cleveland had one unit -- as a matter

14 of fact, their largest und most efficient unit was 03 megaustt"3

15 in size when their load was many days less than 95
-

16 Their peak load was something like 103. 3c,

;7 naturally, the outage of an 85 megcwatt unit, if you aro

18 running with 100 megawatts of Icad,uculd put a v;ry 0.eavy

39 drain on the rest of the pool.

20 If you are going to have equal ratio of contribu-

_ 23 tions to the pool to benefits,then when you puu a howy

22 drain on the pool, you have to have a heavy distribution

.

on the other ds.ys. That means more racerve.23

24 Q Why would it put a heavy drain on the pool?

A The typical way to operato an interconnec;ed3

t
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i system would be to operate with a reI:stively c :all
Io

2j operating reserve.
|

3 That is reservo on r.he line ready to pick 1:.p on
.

4 i a moment's notica. Lolatively small -- reil, under sta *

. 5 ECAR rules, it is now 7 percent or something like that.

6 If Cleveland Muni, with a load of 100, operated wi8:h c

7 7 percent reserve, they would havo 107 negawatts of

a capacity on the line. If 85 is on one unit

9 and that unit trips becauce of the troubla on the line,

to they are able to carry 25 megawatts on their cun syn..em

11 and the balance cf the load, 75 megawatts comeo in cvar the

12 interconnection.

~S That is what I meant by a heavy drcin en uha

14 intercennection. It would be importing three-quartc: of

15 their total load on the interconacction or from the dator-
.-

16 connection.

17 Q Now obviously, the companics went chead and

73 executed the memorandum of sgreement.

39 A Right.

20 Q And have been operating undar that ever since.

1
A Yes.,,

.

2 Q What, if any, do you feel from the point of view..

'

of CEI are the advantages to CAPCO viewing it from now
4

3
, ,
1 1

,

y rather than back in those days? j <

,

,
1,

S Looking back ct the adve.ntages of CUCG,A,,
1

1.
<

,-

.| 1

, ,
'
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1 certainly ws have achieved great c.cencmias of acr.lo. There j
i

l'
h :i); is no question that our gonarating coats arc a grSa'.. deal

ft ;
.i ,

" !! less than they would have been without CAPCO.
t

-
i i

i ,

i We have saved money in trancmicsien. N2 have j

J h less transmission facilities than we otherwise vonld hvc j
.

.

[ t
.

-

i
Gj needed. '

.-

1

7' We have actually i:nproved reliability, In spite

3 of less costly generation and loss actual physical

i
9 transmission, the reliability of the cycten is greatnr j

)
-

ic as a result of CAPCO.
|
!

n You have the best of both wcrlds, bett r service.

12 and lower costs.

17, Q Are there any balancing obligations you hava

34 to undertalte to be a member of CAPCO, or as a reuult of
|

15 your membership in CAPCO?

yo A Yes, there are a lot of th.sm. I

|
i

37 Q Give me some e:camples. ;

A First, you have to agrcs to -joint ccordinatedgg

s

39 planning. I

20 You hava to(gree you are going to plen thic an if

it were one system. This sometimes has disadvantages. Whati21.

22 is best for CEI might not ha the bact for rhe totcl, for
,

I~

example.
|23

Q Can you g i.ve me an enr.mple of how that coald be?24

A One simple e:: ample : tight be when we cencluded to,. 5 ,

4
j
,

I

h I
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1

1 build the Mansfield coal-fired plant on the river, that was

2 the best thing for the whole group. If us vare doing it

3 alone, we would never have built that on the rivcr.
.

J We had a plant site on the river for years, ano could never

. 5 justify buliding it.

6 We agreed to build a plant there,'.hich is not

7 what we would have done as an individual.

3 0 Can you give me soms of the other obligations?

9 A One-system planning. The agreenent to allocato

10 the ownership and operating racponsibilities according to the

11 P/N formula that I hava described.

12 The responsibility for accepting joint ownership

13 in the plants and for paying the bills through the joint

;a bank accounts that I have describod.

15 The responsibility for building transmission

..

1G in their own area and for paying for all of the transmis-

;7 sion, all of the 345 kV transmission that is designated ac

18 CAPCO transmission, the cost of this is chared by al:- of

10 the group.

20 Agreeing to negotiate on these things en a one-

21 sytem basis and to agree promptly on the conclusions.
.

22 This is a difficult technical process, and when

~

the companies -- when the chief executive committee23

24 meetings are reaching an agreement, they want agreement

25 that can be finalized very quickly, and they agree to coms

8
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1 to the meetings ready to commit their organisaticns,

2 Sometimes subject to revier by tha heard of diractora, but

3 that can almost be guaranteed te have an cnawcr with.'.n
.

4 30 days, and the answer is final.

5 Many of the agreements are roached at tha.

6 executive connittea and are final right then. Tha chief
1

7 executives feel they have the responsibility and authority

8 to make those decisions, so they do.

9 There is respcnsibility to pay tha billa en time.

10 There is responsibility to paf.ticipate in til of

;g this committeo structure.

12 0 What do you maan by that?

A Well, the decisions that are made are based on a13

g4 whole series of studies, and we have some 30-odd

committees and task forces and subgroups and what-han-you. |15
..

It is the planning committee, operating committee, financa
1G

and legal committee, financing, accounting, and legat. 7.rc j,7

separate committees.
10

There is the drafting ccmmittee that drafts the;g

document. The chief oxecutivas reach an agreement and-
aC

they say to the lawyers, " Write that up for us." We have
21-

lawyers to do that.g

'
Each of the groups has subcommittees to cuudyg

various things. Matters like what is cost. What is

" ' " " '

25
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I How do yet} a{ locate tlic ggst of e::isting '

). 3 -

; .

2 facilities? We are going to build a new unit at Escr. lake;

3 what do you do about the procent investment, in not only 1cnd,
,

4 but rail, and what-have-you.

- 5 All of these things are explored by a whole

6 series of cemittees whose reports funnel ultimately to the

7 executive comittee.

d7 8

9

10

11

12

13

14

15
_.

1G

17

18

19

20

21
-

22
4

24

25
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E3
7 O Are there also agreemento in the CMCO

2 arrangement for the exchanga of energy?

3 A Yes. . Thara is an cyF. rating agreement uhich provides
.

4 for this and providea the :rechanism by which wa would provide

5 mutual backup between each other, both oporatiny capacity.

6 and operating energy on a planned and unplanned, that is ,

7 emergency basis.

8 And the operating agree =ent spells out the unys

in which this is done, and the uays it is paid for, et catora.9

10 0 Emergency CEI supports itself or mcmbers in

.11 | CAPCO; is, that what you are saying?

12 A Righ t. If somebcdy needs power now, and it la

not available,for whatever reason, CEI 47111 send the:n pos.'er13

14 under the en.ergency acetion or if we are short, they will

15 send us pcwer under the emergency section.
.

tG G It is a two-way street, I gather?

17 A Pd ght.

to G Are you awaro that the City of Cleveland has

19 requested membership in CAPCo?

i
20 A Yes, cir.

21 G And do you see a role that the city could p?. 2y |.

t

22 in CAPCO as a member of the organization?
'

A Frankly, I was semowhat puz= led when I read and23

24 reread and restudied the proposal of the City of Clevalcnd

25 for joining CAPCO, because, in the same proposal they opill out i
;

!

|

1

| ||
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bw2; a number of other things they aanted, many of which wo e
1

2 inconsistent uith mambornhip in CADCO. !
i

'

3 G Tell me what you .tecn by mat?
'

iA There w:s a letter and an attachment bauk i .1:xe |
,j;

!
- s,. summar of '73 or comething like that. At any rata, a latter

G in which they gave us a propcccl for what they would 1.iha. !

They mentioned they wanted to join C W Co. They listad7 j
i

g specific magauntts out of specific units, they would like

to havn.'

9

All f the units they listed were nucictr.10 ,

!

G What is inconsistent about that? Ig

A
12 In CAPCO you agrce to plan on a caa-aycr.cm basis,

what is best for the total and to allecate the capacityl a,

among the parties on an equal P over N basis, and chan each ec:a .g
t,

pany taken e chara of every unit, as it turns cut.
'

,
. . ,

The ccmpany decan't decido which uni':c it !10
1
,

wnats to have part ownership in or how many magawattes |17
-

i

they want to take. '

10 I

There were other arcac in which they na':ed for
.

things inconsistent with martoarshin also.
20 '

g You said that the units they designated were all

nuclear?

- A Yes.
23

0 What difference does it make if one of the ms thers |24
I
|

of a system takes its owrership all in nuclear, rather than a
25

1
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bv3 1
1

I2
A. If you are going to have a f-ir and equitab?.o |

3 iparticipatica in all of the units, the way you get the benefit
i.

,

t' |of acenomy of scale is to have overbody have a chare of .

J

5-

every unit. If people pick and chcose, then you csn't justify
6

.

the large units in a particular area. |
\

7 For example, taka the coal-fired Mansfield

8 Plant, which I said wacn't exactly what we would have done
U on individual basis, yet apparently it wasn't one of the

,

10 things Cleveland Muny wanted either. But if savoral of us

11
say to Ohio Edison and Duquesne Light, who are in the position f

i12 most to benefit from a coal-fired unit, right there c1cce !

13 by, well, we are not interested in taking a pioca of this
i14 one, then they can' t justify the economiec of scale, and !

15 they lose a subs,tantial benefit'.
-

IC They loose a substantial benefit, if we refuse to

|17 go along.
6

1
18 So what you have to do is decide whether you like |

39 | the whole package. You can't pick and chcose and say, well, th
20 whole package looks great, but if I could have this piece

)

21 and this piece, and thia piece, it would be even bottor.-

t

!
22 So you can't operate a coordinated operation

,

.

23 in the basis of each company picking and chocsing uhat is
24 in its best interests.

i
1

25 CHAIRMAN RIGLER: Mr. Williams, cuppose during the

,
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g ; next ten years, +here is a subatential influ:: of indtu try

,

2 into Northern Ohio and none in the Duqueena arac., 20 that ;

i-

3 all of the Northern companiec hava a ten, twalva, fif haan |
i

*

,3 percent loud growth and Duquesna only hcs a Or.0 percar. ;

1
i

1 ad growth, and it is necessary to build a lot of nett i5-

i
l units to serve this neu industry, but Duquesne is doing jG

i

fine with the units it has? i7
|

TII2 IfITNESS: What would happen, uonld be taking2

the one system concept, putting in the load forer utg

and so forth, the engineering study vould obnionely al ou .to
,

that the load was in the northern area, ig;
i

Therefore, the generation ought to he put :.n the |12
|

n rthern area. Then wa vould go thrcugh the calculat:.on to - |13
t
Ithe P o'er N calculation to determine 1:he equitable way tov

14

divide the total cost, total responsibility for ths''
15

{
'

genemung capacity.
,,

l

If Duquesne's growth over hhc period were vary,
'

I

very small , then the equal P over N calculation would ig
i

show they needed verf, verf little of the new units.g

CS 8 1

20 ?

I
.

;zi-

22
.

23

24

25

i
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Crl I CHAIRIW1 1EGLER: Suppoca thny ware. e::gm d anciat-
3
:

I
?. a decransa in 1ccd while avaryana el.c une gainirej

3 dramatically? !
!,

-

4 T:C 5!ITiiESS: Than tha calculatica vould nw i
:

!

nhoy had too much capacity and it vould provida :ica n Jurchncej5.

s sals, pur:.hase by the other companics, and m;.le by Dc icenna

7 Light to achieve the ecual ratio.

G CHAIRMAN RIGL2R: You told us Duquesno could bc

9 obligated to tu :e an ownership shara in acch of ec nni

!O units built in Ilorthern Ohio, yet using P/R, they weidl ba

;j shedding capacity?

i
12 THE WIT 172SS: I chould hr.vc caid ascur.ing everyb;dy "

.

has a load growth, they would cach need a share of t!.c-m
n ed

., new units.
. - .

g If they actually had c. reduction, so thz.t uue

:C total capacity required would bc lees than otmerchip, than i
1

;7 the system does provide for them to sell, not call cu.erchip

;0 interest in capacity, but to soli ccgcuatts for which they i

., 9 would be paid by tho other compaa.ien in ordor to - m

th'at in effect they can gat rid of that encoca capacity.20

c1 If they were on their own, they couldn't. Thia,
.

way they can. They have a way to get rid of that excess7
- cape ad 6mascr,,namly, to sell it t3 the23

people who need it.g

CHAIRMAN RICLER: I'm not clear au to what hapcens25

, <
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! when you add the new units. Are they required to purchase

2 a specific share of the new unius, even though thay are

3 engaged in selling capacity in the existing units?
.

4 THE WITNESS: They would no'.c

5 BY MR. BUCIGGRN:.

G Q They would be obligated to take that chare in

7 the new unit which the P/N formula naid they should take.

c If the formula says you don't take a share, you don':

9 have to buy anything?

00 A Right. The P/N determines the total capacity

g needed, actually. the P/N determines the total capacity

12 needed. You subtract from that what you already own, and

23 that determines what you take out of the nent unit.

;4 If when you make that subtraction, the

g number is negative, which it would be in the case yon '
.-

g hypothesized, then obviously you don't have to take it.

37 If what you need is negative, you sell instead.

MR. SMITH: This is an important advantaga in;g

39 pooling. You spread the rish of miscalculating your lead

20 among others, too. If you miscalculate your load anI you.

have a market for your excess load,a place to get rid of it,21.

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

'

M MMSS: yes.gg

MR. SMITH: Does that help you in your financing?24

* * E' Y " " Y # E #"" "9*25
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1 don't kncw whether it would help you in your financiac.
I

? ' Iou mean does it make it enciar ' c obtair. fincncing?c

3 MR. SMITH: YGs. 1
.

4 THE WITNESS: I wouldn't think it would h7.ve c

5 material effect. The key thing, of course, that dotarnince-

G your ability to financs is your ersait rating, that la the

7 bond rating by the rating agencies.

8 I don't believe that they take a lock that. far

9 into the detail. I may be wrong. But I think it probably

10 would not actually nake a differenco in your bond r;xing,

it which is the thing that determir.es your ability to finance.

1,2 BY MR. BUCFJ&liN:

13 0 Going back to the recuest of the City of Cleveland.

g with respect to nuclear units, are there differences in

is i the cost consequences of building nuclear units as distin--

30 guished from fossil fuel unito? |

; A Yes. These change over the years, but gen.ar.0.ly

1J Speaking, a nuclear unit coats more to build than a foacil

39 unit, but costs less to operato. So that in wcighing which
|

1.0 one to build., you have to take into account the cear. of

. gj money.

n That is what it costs you to get the money no
'

build the plant. If your fixed chargo rate is higher org

44 lower, that will affect the overall economic study. By fixed

,o charges, I mean the cost of money, that is interest,
.
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1 dividend payments, or whatever combination of

2 those is appropriate, plus real estate taxes, deprecir. tion.

3 j and so forth.
|

4 You put these factors together to datormine a

5 fixed charge rate which is the offectivo annual cost of invest-
-

6 ing a dollar in a power plant.

7 If that fixcd charge rate is different, then

a the relative values of highar capital cosi plants, like

9 nuclear, vs. lower capital cost planto, likt- coal, will be

g) different.

11 Q Depending on that circumstance, variatica in

12 fixed charge that may affect whether a person uants to go

73 into nuclear rather than fossil?

14 A Right. In the case of the City, the fine 6

15 charge rate is lower for a municipality, both because
.-

1G they can issue taxfree bonds, which therefore can ba sold On

37 the market at a lower rate, and the fact that they don't have

10 to include real estate taxes in tlie fixed charge rate.

39 They do, in fact, have a lower fixed charge

gg rate. The application of this would make it more aducatageous

21 f r a governmental body or municipality to invest in ao

3 nuclear plant than it would be, relatively speaking, for en3
.

investor-owned plant or --3

) 24

25

L
. .
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G While we are here, because of CAPCO's plans to build
,

*

S10

7' 1
nuclear generation, CAPCC does have fcssil ftcl generntion !

b' r1
plants, dcas it not?...)

*

A. Yes.

'

G They are still planning to build foscil fuol pinntc?
5.

A. Yes, there are como under construction. Cn?CO

also has build a nud er and would in futuin p :cbab 1.y

build a number of conibustion turbines which hur$1 oil.

They are very low capital costs and very nigit

operating costs. They are used normally for peaking

| purposes. But they are even more extrema in termn of the
,1 i4

big advantages.

The big cdvantage is the low capital cost.
13

That advantage would be less for a municipality, b2cause
i !

it has a lower fixed charge rata to apply to the.t canit:1 !

15 !

t ,

cost. i
- '

16

G New, would you assume with me for a rcrent that the
2!?
'City of Cleveland is cdmitted to CAPCO, the ucy CAPC0 standt: |*

10
.

today, all else being equal.
1

What advantages or disadvantages to the operation l
20

of CAPCO would you foresee?
. 21

MR. LESSYs I object, unless it is clecr that that
T.2

is from the point of view of CEI. |.

T.3
'

3Y MR. BUCHMANN:
24

O Prom the point of view of CEI.*
25

There would be several things that would happen

|'

|
1. _ '
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g if Cleveland Muny became a member of CAPCO and cperated ud th
.

us. They would be sending representatives to all of thase2j
it

3 various conmittees , et cetera.
.

4 As I have indicated before,I think in any human

5 endeavor, as you increase the nu=ber of parties with differing.

6 points of view, you make it more difficult to resolve

7 questions. Not singling out Cleveland Muny, but cnybody added '

to the meetings would make the meetings more difficulu.g
.

In Cleveland's case, since thcir objectives and |
9

!
cost structurec are dif ferent, it would be particularly 5;c

l

hard, I would think, to incorporate them.jj

12
But, assuming we got over that hurdle and M2 did

properly start out with another onc system sutdy, we rould
33

take their inputs into account, along with everybody -

34

else's.15
~~

Since their lor.d is about 1 percent of the
16

|
pool, they would have a one percent veighting in the varicus !,,7.

!

calculations and the result would be a slight changa, but |18
!
'

very slight change in the overall fixed charge rate,gg

Each of the four compcnies has a differcat
20

!

fixed charge rate. We don't all have the sene tan structure j
.1,. ,

rbond interest costs. |22

We have a slightly different fixed charge rata.'

g

nen y u make a one-system sutdy, you calculate an average.
24

You get a composite for 1 one-system study.
45.

i
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bw3
Muny's would be put in there and it would havo

1 :

little offect. We make up a cne-systen study and c.2:ce up with !,
,

a result which very likely would net be in their |,,

*I .*
intarost. i

4|! '

CHAIM1AN RIGER: ''ou started ott by .-

saying they had different objectives.
S

What different objectives does Cleveland have
7

from other CAPCO companies?
fj '

THE WITNESS: I was talking about different
9

economic objectives. Their fixed charge rate would be
10

considerably different. That is besically tinat I uas talking
11

about.
12

CHAIRMAN RIGLER: But they would have under the
13

hypothetical, the sama common Objectivoc of increcued
to

reliability and achieving the econcries of scale that ?cu
i

15 |
mentioned with respect to the CAPCo memorandum:of understanding?

1G

THE WITNESS: I would think those objectiveu
,

17 I
'

they would adhre with the other CAFCo companies. !10 ' '

|

19 l

20

21 |e
|

22
.

23

14 |
1

15 i
!

|

1
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arl 1 BY MR. BUCHM7 DIN:

2 0 Mr. Williams, you ware saying if you re' e this

3 study, assuming that Muni is in thcro, you would come up
*

i
4 with the result which my note cays would not ha in Muni'a bootl

. 5 interest.

6 A Which might not bs, would be mora accurate.

7 Q Maybe my note is inaccurate.

8 In ani event, what do you mean?

9 A The study would determine what uns the best

to thing for the overall CAPCO group. It might be a coal-

;; fired plant. It might be oil-fired peaking capacity. It

12 might be nuclear. It might be located on Lake Erio or

13 it might be down on the Ohio River. It might call for

a added transmission.

15 In weighing location you pay generation cost and
-

30 transmission distance, you take those into account, et

17 cetera. From Muni's point of view, units that are located

;3 close by with short transmission and have a high capital

19 cost and low operating cor c would be the bect thing in their

20 interests.

. 21 That might or might not be the best thing from

22 the total CAPCO pool position.

23 The point I was trying to make with the illustratiou,

( y. if I can go one stop further, is that if it turned cut that

the one-system study produced an answer that was not optimuy.gg

| !

,

b,
---
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! from Cleveland Muni's point of viau, Clevaland Muni

2 would have a difficult problem, I uculd thinh.

3 Certainly when we produce one t;at any of the
. ,

4 other four of us is not optimum from our point et vieu, !

S we speak up and we say this is in my best intorest, :t.

c catera, and va go around considerably.

7 If the difference is small, it can usually ha

g resolved by ultimately demonstrating that the overall

benefit to each of us is substantial, even though va might9

find something that would still be better for us.;n

Whether you would achieve that result with Clevelcnd
11 ,

Muni, I don't know, but the wide differencs in the economic3

fact of life there would make it, I would think, more

difficult.
...b

Also the fact that they are so much smuller,

-

so much smaller in size would make a differnncu. They
- !

1

6

would be inputting into this one-system system a lot of, . .

>J

data ab'out their system. Unit sizes, forced o.ttcge '.ntes,
,G:

reliability, and what-have-you.

I would suspect if we were doing that today, we,

40

would have a considerabic problem just agreeing on the input

data.
:::1

- Our ordinary practice is to take as the forced

outage rate and availability the actual data for the last
, , ,

.*

five years. If we took the record of that 35 regauatt
!S
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1 unit over the last five years and used that ac a bac!.3 for

a projection, we would get a very leu contribution,. I aould

3 think it would be likely that Muni would ccy that i;J not a
.

a proper way to do it, you should do scr.cthing different.

3 Then we would be in a hassle on the input hafore uc,

G oven made che study.

7 Q Let us assunte in this discu0sion that you do

g come up with a CAPCO recommendation which is not in Muni's

g best interest, and that could be low capital cootc, high

10 operating cost unit, or something of that sort; right?

A Yes..,1
.

Q You couldnt-- you would still have the unanimityg

rule, wouldn't you? You would need Muni's connent to go.g

i forward with that, would you not?4s

A Yes.
54

Q It would be perfectly possible for Muni to decline_

zu

to go forward?

A Yes.
10

0 What would the consequenco be on the pool? |19
4

1

A The pool would be facing the prospect of,a0

inadequate capacity. As timc went on, if you couldn't
,

agree on doing something, the prospect of inadcquate capacity

would get worse and worsa as the loads grow, and as the-

23

projects grow. The options that would be available to the

other parties or the options that would be available to CEI
25
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1 or capacity or anything aise that had been made by 2:12

2 Illuminating Company to the City of Clevoland?

3 A Yes.
.

4 0 Can you tall us what they are and when they
.

5 were made, if you can recall?,

6 A I'm starting with the last question, trying to

7 recall dates. It was some time back, couple of yaars ago,

3 at least, that we offered firm power -- first of all,. 2 might
g explain.

;0 We hava an interconnection now with an emargency

7g rate that was established by the Federal Powar Cormicaion.

12 That is what Cleveland Muni said they wanted in the

g Federal Power Commission hearing cassa.
1

3 We have since offered them firm pouer. We have '

g offered them participatica in the nuclear units, either as

;g owners, which would be the normal CAPCO procedure, or wa
1
i

haw also offered to sell them power out of it en a pcy~ac-you-}37

gg go monthly basio, which would not available to them tnder

the CAPCO ground rules.;g

~0 We have offered them the opportunity to pick and,,

21 hoose among the units, to designa';e the nunber of megawatts
.

they wanted out of each unit. |22
|

Woild that be availablo to another CAPCO nu.mber? iQ-
tg

A No.g

25 We have offered them to whael 'nower from any source
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I would be about the same options availchle to :tmi, obviously,
o" You can either agree or you can stymie action, or yoc can

3 withdraw from the pool.,

#'
CEI would, of cource, hr.ve the same threc,

3*

options that Muni would hava.

G
Q Eo you see, in your view, -- or in your view,

7 would the Cleveland Municipal Electric operation got any
0 advantages from becoming a montar of CAPCO Uhich haven't

9 been offered to them aircady?

10 A Sir, in my view --

11 HR. HJELMFELT: May I have that quection again,

12 please?

!3 (Whereupon, the roporter read the pending

14 question, as requested.)

15 MR. IhTELMFELT: I object to putting hypottatical

1G questions to a nonexpert witness.

17 MR. MELVIN BERG 3R: I would object to the

*G "which haven't been offered to before alr2ady." We have

19 no definition as to what that raeanc.

20 CHAIRMAN RIGLER: I think a better definition

21 of the objectives which you say have been offered would be.

22 helpful.
.

23 MR. BUCE! ANN: Okay. I will withdrcw it.

24 BY N!R. BUCHMANN:

25 Q Are you aware of what offers of electric cervice

|
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1 from which we are entitled to buy powar. Th=.t would not

?. ordinarily be available to other CM CO meahors, eithcr.

3 Q What do you raean, it wouldn't be availabla
.

4 to other CAPCO members?
.

d ,1 2 5

G

7

8

9

10

11

12

13

91

15
.-

17

10

19

20

21.

22
.

24

25

|

|
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bwl A. In the CAPCO arrangmsnt, each compe.ny 13 free to

'

I
.''. buy power from anyone with whom it 10 interrectsd.

O Each ccmpany is also frca to buy power frem the
.

4 CAPCO pool. But we do not agree to whael power

|
e 5 through our system for another system under the CA?CO

G arrangement. There is not a whaeling clause in any of the

7 CAPCO arrangements.

O Is everyone clear on what wheeling ic?

O (L Nhy don't you tell us what you mean by it?

10 A. tiheeling is an arrangement by which cne party

11 agrees to trancait party po.rer betwacn two others.

12 Inother words CEI would agzee to tren3mit

13 Power from Ohio Pc;1er to the Cleveland Muny syntem

14 without any rights to the powor oureolf. Under the C33CO |
;
,__

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

16 right to hold it, if we needed it oursolves. The

i

17 wheeling would be, we would agree to tran3mit the i

is power and the contract would be between Muny and Chic ?cwor,

19 and we would simply agree to treasmit it through. ;

I
'

20 MR. SMITH: So this is, in effect, an agreeutnt

* 21 among CAPCO members, not co tompete with each other I

22 in purchasing outside power?
.

23 THE WITNESS: !!o, that is not what it is.

24 MR. SMITH: Is that the effect of it, howevar?

25 THE WITNESS: It is simply -- we are simply cilent
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bw2 cn the questien of whether we trould wheel pcwer, It ic not
1

typical in the industry to wheel pouer, t

P.

Wheeling is relatively unusual. The typical pattern
3

' in the industry and the pattern in CAPCO in thah you buy powcr
.I

only from companies with whom you arc interecnnectad end then-

5 i.

you sell power to only companies with whcm you era
G

interconnected; ,
7

The company in the middle between acmebcdy
0 (

who has accesc and somebody who has a deficiency, typically
0

the one company sells to the intermediary company and the
10

intermediary company sells to the company uho needs it.
11 -

MR. HJELMPELT: I mova to strike the answer
12

as to what. is typical in the industry as being export
13

testimony, which was not filed i'n advance.
14 !

MR. SMITH: In answer to my quastion?
15

MR. HJELMFELT: Yes, sir. In the first place, -

10 -

I don't think it was responsive to your question.
17 I

In any event, when we get expert testimony in this !.
'

10
case, I think we are entitled under the rules to get it in

10
advance.

20
CHAIPJGN RIGLEns Danied.

21e

May I interrupt here?

22
Going back to the advantages you have offered

,

23
Cleveland as a substitute for CAPCO membership, you indicated ;

24
that you offered them operation in selected CAPCO units

25

l
|

|
'

|-
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bw3 1 which would come out of CII share, as I understood you
:
1

F. answer, and not out of the share of other CP.PCO mnbs:a? :

3 THE t-TITNESS: No hava no authority to c:::c
1

.

4 scmebody else's cpacity. j
;*

5 Yes, we offered them a portion of CEI cunership,-

6 CHAIRMAll RIGLER: But you were not intanding

7 to state that Cleveland could not negotiate for additional

a shares from other CAPCO members in those came or in

9 different units?

10 THE WITNESS: That is correct.

CHAIRMAN RIGLER: You were not precluding the;g

12 Possibility of Clevaland cbtaining additional participation

over and above what CEI would offer fro.n its share?13

THE WITNESS: Not at all.g,4

CHAIRMAN RIGLER: Assuming that Cleveland took
33

1G you up cn your offer and askad for a percantage of the j

CEI share in Davis-Bess ( and in Mansfield and maybe Parry,g

and you yielded, I have a question as to how this affecteto

the P our N overall capacity formula as you described ac the;g

10 method by which your share is determined. It would thrca

that . askew, if you were giving up the share that you had- 2j,

to have in order to satisfy the formula?
22 ,

t
'

. ,

THE WITNESS: I will enplain how that works.,u3

We have, in CAPCO,an annual review of capacityc4,

* "9 Y* *#* * *#9" ** ** **
25

by July 1st of each year, a whole new calculation of aqual

l
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P over H for the folicwir.g cc.lendar yaar "hich t: Wee u na
i

.

4

.

il account e. lot of thinge that w.y hen changed in chn inu:. rim.
.

,. Sonctiracs the units cono in lage. Scm .uir:a: t
t i* ,( tha capacity is different than what wcs c::pacted <"j

*
-

originally.r
, a

Sometimec scr,ebcdy has retired capacity,,

-'nybe !
o -

$
, it is older stuff that he though would be part of his line~'q,. I

1

Cortainly this situation would be reflected in that !
calculation. i

D !

i3
. h would determine July 1,praceding each neu '

.

.. . enlendar year, a new P over u cad if that producen a differant ;
*

g .
'

i'

result -- something always changco, the loads -- to ths extent..

that produces a different result, then we agros to what va call
Ibuy-sells for the following calender year, in: order uc14

raadjust for all of thesa factors. '

-. it

The result of thic particular ite:a, if we call par- |
.

of our capacity to Cleveland Many, then we vould hcVe t.: i
'buy..

8

. power in the buy-sella and somobcC:y else who ucc long rculd 5, ell;-

}pryter to us, and the P over N would calculato the c=ountc, cc tht!t:9

fo rthe one calendar year we buy and sorc.abody cloc aclic snouph i

,
i

.

to bring us back to the equal P over N. t

i1e.
1

t

CHAIRMAN RIGMR: !
12 I'ra not sure that is an antiro |,

, answer. !

E

When you set your percentage of c:mership in., let's
,

say, Davis-Besso, that is done on the life of the plant basis15

1
:
!-
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I isn' t it? f
2 THE WITNESS: '2cs.

-
-

3
* i

k
e

313 5

6

7

0

9
i

h

10 !

11

12

1

13 |

la

iS
.-

10
.

17

iC

19

10

,

.

"2.

.

F.4 -

55

L
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arl CILERMAN RIGLER: Even a cno~ year buy :.:ll adjuct --

2 ment wouldn' t solw that. probic.n. 5

3 THE WITNESS: Let rca continua raora.
,

4 Each year you do thic, and wo will and u?
.

5 buying powar each year until cuch timo as uo taka a bigger.

6 parcent of the ne:st unit. That would happen whenever wa

i
7 commit the next unit, ne would try with the ownerchip to bring

G the forecast buy-solls to coro.

9 We would have to own 1 tore of the no:ct comt!.ttad

iO unit, whatever kind or type it uns.

It In the intorim, until such time as the unit came

12 in, we would be buying power. Uhan the unit came on,

;3 we would be back even again.

;4 CHAIRMAN RIGLER: Then in effect, aren't ell

15 of the CAPCO members giving up soma percentago of their
_.

16 ownership to accormtodate the sale of ownership to

17 Cleveland because the shares in the subsequant unit than

73 have to be readjusted to give a gres.ter sharo to Clev21and,

9 and that must perforce come out of the sharac of the
i

i

20 other members? l
l

73 THE WITNESS: But practically speaking, t'Ist,

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

1 would hava, or earlier in tius. So that the other companics,23

21 while they may have a different porcant, vould likely have

25 the same megawatts on the average as they would hava had,

t

4
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: and wo would have the scme megavatts as we uculd hav had,

a and Muni's extra megawatts in effect will make more ':otal

a capacity in the pool.-

. <.

a It is hard to illustrate it with only a 1 parcent. !
l"

3 size system. But basically when we determine hcu w, cit,

e capacity is required, it would either take a bigg'.2r unit,

,, or the same unit earlier in time, either o.E which., of I

3 course, increases the average capacity over the year when it

g goes in service.

10 can I clarify that, or is t. hat all right?

;3 CHAIRMAN RIGLER: If you have mora clarification,

h.3
go ahead.

THE WITNESS: I don't know whether I can ::ay it, , ,

so

any differently..,
has

g The effect -- let me illustrate with a big L

_-

example.g

If we sold a couple hundred megawatt out of7s

Davis-Besse -- we own 400 megawatts of Davic-Seeuo -- if,Gi

we sold that 400 megawatts when we make the one-systemyg

a udy for dourmining the nm wh, Mien ehr.or dat wh
'O"

1

would have to be' bigger, in which case we get the extra
.

1,,5 c.

piece, and the others get the same they would have, or the,,.

d.

1
|

unit has to be earlier, which has in effect the same affect.'

That is, every unit has to be earlier in

|the sequence. The other companies get the same capccity, and '

,52



__ _ _ _ _

ar3 10,397

I we end up getting extra to replaco che megawatte we cold. !

2 CHAIRMAN RIGLER: When thic new unit comcc along
.

3 bigger and earlier, if Cleveland asks fors chara of it,
.

J you repeat the process all over e.yain?
.

5 THE WITNESS: If Cleveland asked for it unen ue
'

G really would like them to, which is bofore tre naka our

7 commitment, that is the best time to toll us they need

8 capacity, is when we are planning.

O If they asked for it when ua were planning, we

10 would take it into account in the planning. We would

11 provide the capacity that the group plus Muni needed.

12 Then it would be clear you vera providing the extra capacity

13 to meet their request.

14 If they wait until several years later, then you

15 have to take it out of somewhere in the interim.
-

IC CHAIRMAN RIGLER: It seems to me that your

17 present proposal cuts into somewhat the burden you

33 described in terms of letting them be a full member, and

79 incorporating them under your various operating and planning

no committees.
,

21 Either way there vill be a substanti&1 burden*

22 associated with factoring them into new units thct come on.

,

;.3 line.

24 THE WITNESS: Yes, that is true. The burden or

25 imposition on us, and the benefit for them of being able

to designate this later in the game, is a significant one. ;

1

|
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1 But I think the point that I was trring v.o maka

2 was that wa have offered them this opportunitar. Partly, of
~

3 course, because of their size. L know they are not: going
.

1 to ask for 400 megawatts. But we feel we have offorad
.

3 them without membership in CAPCO, in the fact, more-

ti than they would get if they were members.

'I BY MR. BUCHMANN:

0 0 That was the question we originally start 96 with.

9 I asked you whether by becoming a member of CAPCO,

to Cleveland Muni could get something more than what you had

it offered them?

12 A Yes, they would.

33 Q What would they get?

t.; A They would get the right to pick and chocco on

15 the units.
..

;G Q You didn't hear my qucation.

;y A Would you road it bach? |

73 0 I will rephrase it.

1D I said by joining CAPCO and becoming a formal
1

go mamber, would they get anything more than uhat you offerol |
|

them?s g3 |

|

p2 A By joining CAPCO, they would get less than what we,

*

offered them.g

0 Explain that.3

3 They would be obligated to participate in the one-A
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! system plans. They would be obligated to take a share of

2 overy unit.
- I

3' They would be obligatad to joint cunership in,

4 cach unit, to pay the bills monthly as they ccme in.
,

~

5 They would be obligated to present us all of

6 their data on load and capacity and grind thnt into the

7 one-system study.

5 S O Would they have transmission obligations?

0 A They would be obligated to shara in the cost

10 of all of the CAPCO transmission, some of which ic doun in

11 Pennsylvania, of course, and various other places.

12
~

They would pay fixed charges on the total CAPCO

13 transmission in proportion to their system load.

14 Q What about fuel?

15 A They would be obligated to have joint ownership

:6 in the fuel pile in the coal-fired plant, or in the investment

17 in nuclear fuel in a nuclear plant, to pay a proportion of

;c the cost of the fuel as it is delivered to the plant, et

79 cetera. Just like any of the other owners.

20 They would be obligated to pay a portion of tha.

*
r,- operating costs othar than fuel, that is labor and other

2 costs, repair costs on the units. That would go into the
-

2
r

23 cost formula.

24 0 Earlier you said that one of the obligations

25 f CAPCO was to finalize decisions quickly or something of
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I that sort. Do you remember that?

2 A Yes.

.

3 Q Why is it desirable to have quick decisioas?
,

4 MR. LESSY: From the point of view of CEI?
.

*
5 MR. BUCHMANN: Yes, of course.

3 CHAIRMAN RIGLER: Mr. Lessy, I think he can.

7 answer both ways. As I listen to his background informa-

3 tion and his participation in all of these CAPCO meetings, it

g seems to me he has broad familiarity with CAPCO as a whole.

;o I don't know necessarily that it is helpful to

restrict his answers to CEI.5g

2 MR. LESSY: Including conclusions or opinion

testimony which is what the testimony was. Why is it.,
.a

helpful? It calls for conclusion. Is it from the point of,
i~

view of all CAPCO? That broad of an answer?a,.
-

CHAIRMAN RIGLER: I didn't hear whether youg
.

limited your question in response to Mr. Lessy's comntents.; .,

MR. BUCHMANN: I will limit it. I don't tmdcr-g

stand this business, but I will limit it.g

BY MR. BU N -20.

Q Why from the point of view of CEI is it good. g

to have prompt decisions in this process?. ,24
,

A Typically it is good to have prompt decicions.g

Typically the process of arriving at these is a long

and complicated, technical analysis. It includes analysis
65,
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I of load forecasts and capacity forecasts and other things.

2 When you finally get to 'che answers, usually you
.

3 are close co ths lead tima en units. It takes abont 10-year
.

4 lead tima to build a nuclear unit, maybe eight years to build
.

5 a coal-firad unit.
-

6 If the study .showed wo needed a tait in 1986, wo

7 would really need to decide this year, or we would miss tho

8 boat.

O And so we need to be able to get decisions co that

10 we can act and operate.

11 Now you can say why don't you plan 15 years ahead

12 so that you have plenty of time. The answer to that is that

13 it is difficult to forecast the load 10 years ahead. The

;4 farther ahead you lead, the loss sure you are. So we say

'S this is what we want to do in the next year or year after
..

iG that, but we want to make the ccomitment at the
.

;7 latest possible date.

,

10 You delay the decision to the last minuto, and whcc

o the last minute comas, you have to make the decision.
,

2e Q You said any of the msmbers can veto a decision?

I
'

21 A Ye8. !
-

!
I

i 22 Q What would happen if one of the members simply |
.

,

23 didn't make up its mind?
,

i

24 A I think practically it would have the same impact
i

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

i
i i
'

<

1
-. .

.
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1 unit. You decido how it is to he allocated.

2 Four parties agrae, and the fifth cae says --

~

3 well, doesn't take action, was your question. Then you
.

4 haven't got the whole unit allocated, and you really haven't
.

5 got a conclusion..

6 You can't move ahead on that basis. You have to

7 have a decision.

8 O In the situation you waro describing, that could

9 result in a shortage of capacity?

!O A That's right.

11 Q Impacting on the entire system?

12 A Right.

|3 Q Do you have any reason to believe, based on your

ja experience with the Illuminating Company and the City of

15 Cleveland, that the City of Cleveland would have mora
-

10 difficulty in reaching a conclucion on matters of this

17 kind than would the other members of CAPCO?

13 A Yes, indeed. Based both on my observation of

39 their operation and perhaps, more importantly, what I learned

20 about their operations at the Federal Power Commission hearings.
.

gg I participated in the Federal Power Commission hearings,

22 n the proposed interconnection which has been implemented.

*

33 now. The Muni testimony there was very explicit on the

34 fact that the -- whatever was decided or agreed upon with

25 respect to that interconnection line was subject to approval
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1 by the City Council.

2 It could b2 financed only with allocationa

~ 3 approved by the City Council.
.

4 It had also to be approved by the officials
.

5 in the administration befora it Ucnt to the City Council..

G Muni, the Cleveland Muni official testifying at

7 the Federal Power Commission, made it clear that they

3 couldn't negotiate an arrangement with CCI and put it

9 into effect without going these other hurdles.

10 My observation has bean that it takes a long

11 time to get concurrence of the administration and the council

12 in Cleveland.

L > 13

14

15
-

10

7 4

1

%8

10

20
.

21-

22
.

P.3

24

25
,

i
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1 j

916 0 lloa, Mr. Willi-ams, you describad raravicus1; the j
bul n 3

request by the City of Cleveland for membership in CA'CO.
-

3 i

Would you tell me -- that request was made by I.

4
letter, wasn't it?,,

5. ;

A Yes.

G

G What did CEI do when it got the letter?

A CEI . contacted the other CAPCO parties because

8
one of the things bein requested was membership in CAPCO.

O
That wasn't a subject we could determine unilaterally. ;te

;0

sent this to the other CAPCO companies for their information.
,.

''
As a matter of fact, as . I recall, the letter

12
itself was addressed to each of the CAPCO companies or if

13
not addressed to them, they were cent carbon copies of it.

54'

I don't recall the mechanism. Each of the CAPCO
15 companies had it. We contacted them and concluded,nou, _.

what do we do? How do we deal with this situation?

The generally --

to g hts this done by telephone or by letter? Did you

19
have a meeting or , .what?

A I'm not quite sure. I believe this was in.

'

August of ' 73, if I'm right. And there was a meeting in |

'

December of '73, but .there were some discussion ahead of that.
.

|'
23

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

24 committee meeting I attanded. I believe they ware informal.

25 The essence of it was somebody ought to go to
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i Clevoland Muny and talk to them about it, boccuce wa |

2j are not suro we understand everything that is in the .~.atter, i

-

3 The logical sor.anbody was CSI, and we did go back and
.

.5 talk to them about it. To try to understand what they were
.

3 . proposing and to try to help them undarctand what .~.edarchip.

in CAPCO meant, to reconcile their request for rerrberchipd

7 in CAPCO with their request forcorttia specific unis.

'l 4 Did you say there was a meating in Decembar'?

o A Yes.
'

i

;0 G December 77 >

y; A. December 7, '73, was a meeting of the Ct_PCC ,

1

12 Executive Comittee, at which there was discussion of what

13 do we do with the current situation? That is , then

;4 current. The basic conclusion at that meeting, as I

15 recall, was that each ccmpany would go back and think for
-

iG itself as to what action it thought ought to be taken,

g And well, of course, at that meeting, Mr. Rudolph

3 updated everybody en the discussione that CEI had had with

39 Cleveland Muny andthen each company went back to decida

20 for itself what to do.
.

;; They were going to inform Mr. Rudolph as to.

I

.2 what their conclusions were.'
. .

'

a S Did they? ',-

A. Yes, and the general - different people did |24

different things. ' -

|.e5
1

1

! 1
.

!
s. s ,
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Duquesne wrote a letter directly to Cleveland-

I
bv3 Muny. Toledo and Ohio Edison contacted Mr. Rudolph.

.!
}The essence and conclusion was that it scet ad mora ;

3 '

~

logical to CI:I,and the others seemed to indicate in one
4 {

'

form or another that it wr_s more logical to ther;, rather.*

3-

than joiring CAPCO, Cleveland Muny would be better eff for
6

themselves, and we would all be better off, if they vould
7

pursua some of the offers I have already indicated, in terms
0

of some of the things we had offered to them.
O

Firm power, participation in the nuclec units
10

out of CEI share.
11

G By the way, just to -- are you reare of any
12

request from the City of Painesville to beccme a
13

member of CAPCO?
.0 ;

A. Net from the City of Painesville, no.
15

G The things we have talked about, generally, -

10

with respect to the City of Cleveland's potential reinbarship
17

in CAPCO would apply Squally or more so to the City of
13

Painesville; correct?
'9..

MR. LESSY: I object. The witiless says he is not-

20
familiar with- the request from the City of Painesville.*

21-

How ccn he say consir'eration uculd apply to sosething he has
22 ,

.

not received? '

.

23
MR. BUCHMANN: Since We are continuing to get

l'.4
letters from Painesville prompted by the Staff and by you,

25

|

|
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1 Mr. Lessy, I don't know what the next thing will be that we
.

3, i will'bc opening in cha mail.
{

'

l
*

-
h*d 4 I

3 MR. LESSY: I don' t knew what M; . Buchmann i

I
4 is referring to, and the insinuation that Staff consc1

5 was prompting any action, I object to, and if that in tha
j

.

g essence, I would like to see on nrf own on the record or 'i

, some other time, proof of the fcet that Staff is pmapting.,

a letters on behalf of the City of Paynesville. Since this
!
!

9 witness testified he doesn't know anything about it, I can't |

t

,g see how it is a concern of CEI, anyway, at this point. |
t

g The Witness' answer to Mr.Buchmann's last

12 questi n should ne read back.

15

ES16 I6

14 i
'

IE
.-

G

|i'

!

Ic .

l
.

..
_

!

20
.

21-

,

22.

.

23

14

25

. . -
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:

.
I MR. BUCE:?.Nel: 1 a s't .' e 9.ve o f the Commi nsic n '

-

a r. .
3

'- on behalf of the Illtrainating Company tc reope th2
_

3 discovery for limited purposes of ascertaining ccmmunica --

O tions between the Staff and City of Paynesville within,

* -
'' 4.he last couple of months.

'I MR. CHAM!O: May I inquiro at this tir.a.

7|1 whether it is Mr. Buchmann's position he doac hava ecme
!

I,. | t
factual basis for his statement, or uhether thc.tv 1

I
i. :

'0 allegation which wac; dropped in the record in Iw. sad e.pca

,| some sucpicion that he's going to try to subst:2ntianc? i
i. 1

. i.
'

i

! fi It is a serious allegation to mLke. i
!! i-

*

!2 !g MR. BUCHlWIN: I wouldn't have made it '.u: lass I !

1

-

I j
=

.;
1

i
,

I

:' had a suspicion that I uas going to maha an effcrt tc |
:
t

'.4 !! substantiate, Mr. Charno.
e

15 CHAIR WI RIGLER: We will consider tha recuast
i

G to reopen discovery in a limited area during our brurh.;

17 MR. BUCHMANN: Yes, sir.

|
"i | CHAIRMAN RIGLER: Is there opposition by tile

4

Staff?m 8

'20 MR. LESSY: If counsel would restate what his |,

1e . .
~ desire 13. . .

;!? CHAIR?iAN RIGLER : I th3nk maybe the better way*

o I

a to handle it would be to have :.he request set foren in

u writing so that we understand exactly what the boundaries

,M are. Obviously any such aquest 'eauld be e::traordinary, !

I
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: and would be on a good-cause-shotra t,acis.
t

'- The request should indicata precico bcndaries, bot'h
~

3 in terms of timo and of tha acope of tha infertaation being
.

-i sought.
.

4 MR. BUCILIANN : It is obviously comething that*

G doesn't have to ba ruled on right now.

7 CHAIRMAN RICLER: Now with respect to the pand-

3 ing objection, which is not unlike othere we have heard

0 this morning, Rule 701 of the Federal Rules of Evidence

:o does provide for opinion testimony by lay t;itnesses in

11 circumstances where the answer would be rationally based

12 on the perception of the witness and helpful to a cles.r

7; understanding of his testimony.

4 I think that provides ample basis for hin to

9 answar.
-

3 MR. LESSY: That was not my objection in this

,j instance. The witness testified he had no factual basic

3 for answering the question. The question was, would the

39 same considerations apply to Ptinesville. His antniar was, he

o wasn't familiar with the Painesville situation.
.

s 1

|'

1

. - CHAIRMAN RIGLER: Let us ask him that.:

22 Did you say you were not familiar with a reqasst.

'

g from Painesville, or familiar with the Painccville citua-

tion?34 |

THE WITNESS: I'm very familiar with the Painesvillt,5,.
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i situation and have been involved in it for cema tima-
1 I thought that the quc= tion was, are you lamiliar

~

3
-

with a request from the City of Painesville for utenbership

1 in CAPCO. I said no, I'm not frailiar with a raquest
.

5 from the City of Painesville for aCraissicn into CAPCO.-

G CHAIRM.AN RIGLER: Now you may answer Fc.

7 Buchmann's pending question.

3 The objection is overruled.

) , BY 'MR. BUCRMTEN: -

10 Q Do you remember what it was?

33 A Would you state it again?

33 Q If Painesville should request membership in

13 CAPCO, would the advantages and dicadvantages of municipal

membership in the organization which you have daccribed,.

g relative to the City of Cleveland be equally or even more
.

.6 applicable to Painesville?

A They would be even more applicable to Painesville. . ,

;g because Painesville is even smaller. The smallor you arc,

.) the less benefit or the more adverse it would be to ho

.g tied in with a one-system concept with a pool wheree financial
,

fixed charge rates, et cetern, were so much different.e ~1.,

3 The better off you would be to be able to decide,

'

g what you wanted to do individually,

CHAIRMAN RIGLER: We will take 10 minute.s.g

(Recess.)

s ..

_ _ - -
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i CHAIRMAN RIGLER: Mr. Buchmann, if you file a

2 motion for additional discovery, the Board is not encouraging
.

3 or discouraging you fron doing so, we would c:pect. an
-

4 indication of relevance with respect to this particular
.

5 hearing.~

G MR. BUCHM?lIN: I'm sure of that, cir, and if we dc

7 so,. I will try to satisfy that.

8 I assume you don't want any indication frc:2 2e

9 now?

10 CHAIRMAN RIGLER: No.

11 MR. BUCHMANN: Should I resume?

2 CHAIRMAN RIGLER: Yes.

13 BY MR. BUCHMANN:

14 Q Mr. Williams, with reference to the arrangenent

jg of the CAPCO pool, is it yotu- belief that the mamornndum
;-

IG of understanding covers all poscible situations 'inich might

17 occur in the futuro?

13 A Not at all.

19 0 What happens if something unexpected arices?

.
Well, of course, already a number of unexpected2) A

21 things have arisen. And what is needed obviously is the.

(- 22 flavihility of all of the members of CAPCO to be villing
.

23 to adapt to the changing circumstances.

24 We have had the famous White Paper, for example,

2S in which the whole buy-sell calculation I was describing

|

I
- -
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I was not in the original memorandtm of understanding, but

2 was added later.
.

3
.

We have had adjustment in capacity requi.ce2. ant.

I We have had changes in the sequence in which units
.

5 were brought on the line.
'

3 We had CAPCO recognizing that it needed entra shcr?,

7 lead time capacity, That is capacity which we put in, in a

3 hurry, because of delays of the units.

0 We committed combustion turbinen.

'O We have done a number of things since the !
|

11 original memorandum of understanding which require flexibility .,

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

13 the parties need to be willing to be flexible to change
,

14 the memorandum of understanding to adopt new concepts in

;5 the interest of making the whole thing go.
-

m This is another reason why we need fast decisions

y also.

:n We talked about fast decisions before.

:9 We need flexibility to change decisions or

go provide for unforeseen circumstancos.
|

'

\

2- Q What sort of things would cause an adjustment*

22 in capacity requirement?.

.

23 A It might be either a change in the load forecast

2,; or delays in units coming on the line.

7, For example, either of which would, of course,

i4t 1
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1 make the load to capacity ratio that you had e gacted it to

2 be. You have to be able to adjust to the changad

-

3 circumstancos.
.

4 0 What about changes in capital costs?
.

3 A Changes in capital costs is another araa..

G As a matter of fact, we have deferred units on two occa9 ions,

7 almost three.

3 At one time we concluded we were going to delay

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

10 decided we didn't want to cancel it because we decided when

ii we went to cancel, that the cancellation costs were so great

12 that we deferred it instead of cancelled it.

13 We deferred other things because of the

13 ability to raise money. That is the CAPCO companics were

is finding it very difficult to finance the program, and
|-

tg concluded,as a matter of fact, publicly announced that |

g because of the high capital costs and the difficulty of

;g financing, we were deferring units, even though it might

j 19 produce a power shortage.
!

|
'

We were changing our basic one-system pla: ming3
.

23 concept of how much capacity was needed because we couldn't.

n finance the program.
,

~

That required the fic:tibility to say we are not23

going to stay with our standard. Here is a new unforesceng

circumstance, and we adapted to it two or three timeu.
|25
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1 Q What do you mean by cancellation conds?

?- A The specific unit we were talking about tma

~ 3 the Mansfield 3 Unit. We had a nund:er of contracts for
.

4 boiler, turbine, and other equipment. Phen we went back
.

3 to the manufacturer and said, "Ne would like to cancel this-

G order," he said, in effect, "We have spent a lot of noney

7 on it. We have done a lot of engineering work, and done

3 parts," et cetera. "We are willing to cancel the contract,

9 but you have to pay us for the costs we have already

10 incurred."

1: Naturally when you have a contract, both sides

12 must agree to the cancellation. If the manufacturer was

?3 to agree to the cancellation, he wanted us to agree to pay

I.; the costs we had already incurred.

33 Obviously that was a reasonable request, but that is
_-

1G what I meant by cancellation charge.

;r Q Referring to flexibility, would that

:q flexibility permit restructuring of CAPCO to permit the

;9 inclusion of a publicly-ouned electric utility?

20 A Yes, if all of the parties agreed that una the
.

21 thing to do. If you are going to be flexible to adapt to,

22 changing circumstances, you have to recognize whatever changirg
,

.

circumstances there are.23

24 Basically, of course, the chango has to be in

everybody's best interests. If a proposed change is23
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1 favorable for some party, but unfavorable for us,

2 obviously those that will be unfavorably affec::cd will say,
~

3 "We are not going to do that."
.

4 You have to find an approach in evsrybody's
.

5 best interests. That is more difficult. The more pacple.

a that you are trying to satisfy. . .

7 Q Are you familiar with a request by the Bo: rough

3 of Pitcairn to join CAPCO?
,

9 A Yes.

10 Q How did that come to your attention?

jg A That came in the form of a letter from Pitcairn

12 to the company.

13 Again, I believe they sent it simultaneously

g to all of the companies, in which they asked for membership

in CAPCO.'5

g As I recall, their letter was short, as centracted

with Cleveland, as I have already described, ran coveral,7

g pages.

Q What did you do about the letter?g

20 We responded that we didn't think really itA

was a feasible kind of thing. We waren't sure they understoodg

3 what CAPCO was or what was involved in membership in CAPCO.
,

'

But we suggested if they wanted to sit' down and talk aboutg

it, we would be glad to discuss it with them.24

, Q Are you aware that Pit' cairn has three :negawatts
23
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i of capacity?

2 A Yes.

- 3 Q Would the addition of three megawatts of
.

4 capacity to the CAPCO system bring any benefits to it thch
.

5 you can see?.

G A No. Three raagawatts is insignificant in CAPCO.
.

r Q By the way, when you compute the capccity

a participation of various companies in new units, carried out

9 to the last ten-h of a kilowatt, or how do you do it?

20 A At the beginning we round it to the nearent five

;g megawatts. With our. trim calculation now we round it to tha

;3 nearest one megawatt.

73 Q What is a trim calculation?

g A Before we talked about the buy-sell. What I

15 was explaining, with this calculation, we make by July of

each year for the following calendar year, where we calcul$te16

buys and sells, we sometimos call that a trim calculation,. . ,

i 17 .g

19

20
-

I

22,

.

24

25
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S18
bwl i G Did Pitcairn ever get back to you? i

!

,
A They got back to us in effect, as I recall, 1

- 3| and indicated they were discussing this with Diwue.tna*

,

4 Light. Obviously, they didn't n cd to dicev.m it :7ith each
O

5 of us, if the purpece was to find out what CIBCO 'nts all aboutl,
6 et cetera.

@ CEI has a four megaiatt unit cn its sy3 tem; doesn' t.

3 it?

9 A; Yes.

|
10 0 What is it used for?

'

11 A It is used for dead start capability at our

12 Lakeshore Plant. By dead start capability, I mean if the
,

13 whole system were shut down completely, how do you get

14 yourself etartad? This four megmratt is a diesel unit

75 which is used to start up the rest of the Lakeshore plant
.

116 one unit at a time. '

i

|
:

.' O Wouldn't a three megawatt unit be useful for thct |
,

10 purpose? ~
'

10 A Three megawatts wouldn' t be big enough even for

.
the Lakeshore Plant. The reascn we put in a four megawatt20

21 plant is because that is what size we needed.-

o 22 0 Mr Williams , one other things, in response to sc ne
- 1

,

23 questions from the Board, we wer= talking about

24 entering into transactions with other utilities. Is the

IS Illuminating Company free under the CAPCO agreement to enter

into transactions with utilities other than CAPCO members?
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hw2 A Yes.
.

G Does it do so?
::

A Yes.
-

3
O Some of these other utilities, let's take.

4
. Ohio,Pcwer, for e:tample. You have transactions ;

3.

with Chio Power?
G

A Yes, we buy power and so forth from them.

7 .

O Is Onio Power, to your knowledge, interconnected
, . .

-

g
'

with other members of the CAPCO group?

9'
A Yes , it is..

!O
MR. BUCHMANN: Could I have just a moment?

12
I have nothing further.

G:
CHAIRMAN RIGLER: I have one or two.

3
Would it be helpful for ma to ask them at this time?

14
MR. BUCHMANN: Yes, cir.

15
Ifnenever you want to do it, as far as I'm

,

id
concerned.

17
CHAIRMAN RIGLER: It relates to your line of

;O
questioning on advantages, other than CAPCO membership which

19
CEI has offered. You indicated that CEI was willing to

20
wheel power for the City, provided that CEI had access to.

'il.

the source of thatpower on the same terms as the City.

THE WITNESS: That is right.'

.

23
3 CHAIRMAN RIGLER: How about wheeling out for the ..

24 City?

,

THE WITNESS: I* don't think 3at question has been

|
|
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.- bw3 i raised. I don't: believe the question has bacn

2 raised, so I really couldal' t tell you right off ica cuff

-

3 what our position would be, if it were raised.
.

1 You' re talking about wheeling out, if the city
.

3 wanted to sell to someone else?.

G CHAIRMAN RIGLER: Righ t, which, in turn , mitht

enhance its prospects in getting a partner to considerv

3 wheeling in the first place, if they had some cort of

:3 coordination agreement to have it wheeled out.

;j That has not not been considered?
I

;4 THE WITNESS: No, it hasn' t been.

;2 CHAIRMAN RIGLER: IION about wheeling between the

i3 City of Cleveland and Peinesville?

33 THE WITNESS: I'm not sure whether I should offer

., 3 you what I think the position would be or not. That dcesn't

-

m quite seem like the best thing for me to do. If it m,c

g, recirgnized that it was an opinionof tinat I third tha

g position would be without committing the companyto it that

39 it is our position, it might be useful to help you understand.

g I think our position on wheeling out would be the sc.c
,

- 21 as our position on wheeling in. That is to say, if the

<.2 Power were available to us on the same terns and conditions*
.

4
'

which said liwe didn't want it or need it, I would think wea.

would be willing to wheel it out to sortebody else who3

did want it or need it.3

,
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bw!! I don't know because that hasn't been requcated

.1 ' and to my knowledge it he.sn't been discussed and, nattrally,

1 when you are formulating your position on a new request~

.

1 for a different kind of cervice, you do more study and
.

3 analysis than I can do off-the-cub citting here and.

:3 testifying.

7 But I'm sort of thinking out loud.

:3 CHAIRMAN RIGLER: As you thought out loud I

9 detected a right of first refusal cn wheeled out power;

10 is that correct?

1- THE WITNESS: Yes, what I was thinking abor.t,

,a what I was thinking about was the general industry .

13 practice. I spoke before about the general industry practice

.; and what I think we would do is something cloce to the

15 general industry practice.
..

;;; I'm sure we would follow the general industry

g practice. We would be willing to buy from --

m CHAIRMAN RIGLER: Can the general industry

g practice always be identified? Is there such an 3.nimt.1

go that can be captured and put in a cage called " general

23 industry practice"?.

g THE WITNESS: Not precisely. Every contract,

1'

is different. But most companies would be willing -23

2.' with an interconnection arrangement would be willing to

g buy from Cleveland Muny and sell to Painesville simultaneously.
|

l'
.
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bwS ; Most would insist. that if they were short,

3i they would -- if Cleveland Muny was long cnd Painesville
t

-

3 was short, they would buy from Cleveland Muny without the
.

3 obligation to sell to Painesville. Thesa are tiro sepccaco

transactions.S.

3 That is, I guass, the came as, or close to,

what you were roferring to when you talked about the right7

of first refusal.3

9

ES10 *

,)

11

12

'3

14

S
-

#* <gj
s

17

i3

iD

E3
.

:, .-

22.

.

23

24

25
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i.rl 1 CHAIRMAN RIGLER: If it is cheap power coming

2 out of Cleveland that they are making available to

'

3 Painesville or some other customer doun the line and
.

4 that is cheaper than the power CEI is generating on an incre-t
-

5 mental cost basis, there would be a tendency for CEI to=

G use that power itself, rather than go into a wheeling

7 transaction?

8 THE WITNESS: Yes.

9 CHAIRMAN RIGLER: That could affect the

;0 ability of the City to get into a viable arrangement uith a

n power system down the line, if the other party had to always I

;2 worry about that cheap power being intercepted?

13 THE WITNESS: Yes, that is true.

14 MR. BUCHMANN: I have nothing further.

15 CHAIRMAN RIGLER: Let me ask one more queehi.cn.
..

50 Suppose Cleveland took you up on your proposal I

1

17 that they purchase small percentages in a number of units I

10 of their selection, and it developed that they had c:;coss '

:9 power available; would CEI be willing to assist in tha.

,

t

20 transmission of that power from, say, Davis-Besse or Parry
.

n; to some other customer specified by the City?.

22 THE WITNESS: I'm sure that we would on what.

.

23 I call the conventional arranger.cnt. Maybe I can amplify 1,

1

na the conventional arrangement a little bit with illustrations
|

25 f what we now do with people.
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1 If PJM, who is not interconnected dir,'ctly with

2 AEP, wants to buy low-coct power that AEP ha.3 available

-

.3 on economy interchange basis, a typical intcrchange
. i

4 transaction between CEI and PJM, or Ohic Pouer, is en ar-

3 split-saving basis..

6 If AEP can generate cheaper than we can, we

7 buy it from them, and pay half the difference in cost.

8 If we can sell to PJM at a lower cost than their

9 generating cost, we will soll it to them on a split-naving

10 basis.

,i We would buy from Ohio Power and sell to PJM on a

2 split-saving basic where the difference is between our cost

'i3 and PJM's,
1

ja It is two separate transactions. We would do

) ,3 the same thing, I'm sure, with respect to e:: cess pouer which

;g Muni might have available in Davis-Besce or Perry. Whetheb

we vould go beyond that is, as I said befors -- we haven't77

.; g been asked or haven't studied or analyzed it.

;3 CHAIRMAN RIGLER: Think about it. Would you be ,

1

|

20 willing to do that? I

- 21 Suppose there is a use for that power within

3 the CAPCO system.
,

'
THE WITNESS: First' of all, if we don't need theg.

Power, and somebody else does -24

CHAIRMAN RIGLER: I'm assuming CAPCO needs it, and25

a
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i Cleveland has excess capacity frcm itr share in Davic-Besse.

2 THE WITNESS: If CAPCO needs the power and

3 Cleveland has excess avilable, and it is the best p rar that
-

.

4 CAPCO can buy, CAPCO uould be willing to buy the power.
.

5 If CAPCO can buy cheaper power from comebody else,.

1

G they would presumably do that.

7 CHAIIU4AN RIGLER: This is the changest poiler

3 available to CAPCO, which has a need for it. The City

0 looks around and finds another customer also needs that

.0 power, and on a split-to-savings basis, the return to I

;1 Cleveland would be higher if cold to the other custo:.ar than i:5 1
1

!2 sold to CAPCO.

13 Under those circumstances, would CAPCO be

. .: willing to assist in the arrangement?.

15 THE WITNESS: We don't do that now with c_nybody

;c who has a contract. I don't know whether we would be willing

17 to do it with Cleveland or not.

~g CROSS-EXAMINATIC5'

;9 BY MR. REYNOLDS:

go O Mr. Williams, let me just follow up the Chairman's

11 line of questioning there for a minute, and ask you why iu.

22 it that you don't now have the kind of arrangenent that
,

*

23 was suggested with everybody?

A I guess the simplest answer is that in all ourg

25 interconnection negotiations, neither we nor the other people
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1 have proposed it. I don't believe that it has been propoacd,

2 analyzed, and put down. I think -- to me, it is a newj

~

3 idea in how to operate an interconnection.
,

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

= 5 that way.

G Q In the situation posited, would that not rierely

7 make available the savings to the two parties as opposed to

8 spreading the savings to everybody, as is the case, the way

9 you now do it?

*O MR. LESSY: I'm not clear on that questien.

11 CHAIRMAN RIGLER: I'm not, either. What

12 do you mean by spreading the savings to eve.$.ybody?

33 BY MR. REYNOLDS:
.

14 Q Who gets the benefit of your econcmy inter-

g change transactions now under the way you do it?

13 A If I follow the example - it is not hypothstica .,

17 we have actually done it -- whero we buy from AEP anc. sell

13 to PJM economy power. AEP, CEI and PJM all get benefits

10 by that transaction.

20 Q Under the hypothetical that was posed, would the
.

- Et savings of the economy transaction bo spread among all of

y the participants or not?
,

*

A As I understood what the Chairman was describing,23

y it would be split between the two end parties with our

25 e mpany being, I presume, paid some sort of transmission



- -7

|
!

ar5- | 10,426

I
1'j charge or scmething, but not sharing in the benefits of

1

2i the economical generation.

~

3 That is the way I underatcod the questionc.
.

4I CHAIRIGN RIGLER: That une cor.73ct.
.

I

e 5 MR. REYNOLDS: I don't have anything else.

19 c

7

6

9

10

11

12

13

1 <i

15
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16
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S19
bwl : MR. LESSY: The City will go first in cross-

?- examining this witness.
.

3 BY MR. HJEIFIELT:
.

4 G Mr. Williamc , I'm David Hjelmfelt, and I'm
.

S asking questions on behal f of the City of Cleveland.
*

G Could you r, ell me who is responsible for tha

7 design of the Perry plant?

8 A Our company is.

9 G Was that designed by CSI enginears?

10 A It is being designed by CEI engineers with

M considerable help of outside consulting enginaers, nmcely,

12 Gilbert and Associates from Reading, Pennsylvania.

13 G How does CEI protect its system against

M cascading outages,or does it?

15 A It certainly does. It protects its nystem -hrough

1G overall system design, providing adequate generation,

r/ adequate transmission, proper protective relation, high

to speed communication, automatic connunication between various

19 points on the system where troublo may develop, et cetera.

10 0 Prior to the formation of CAPCO, was CEI inter-
.

a connected with Toledo Edison?-

;?.2 A No..

.

23 g And was it interconnected with Duquesne Light?

24 A No.

23 g Were those companies, companies with which CEI|

'

i
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bw2 | did business? ;
4 i ,

.

A Without an interconnection you can: c do but:.aosc w ta
2 ;

them or without an interconnectica contract.
3-

i G Uhen was it that censideration was given ec-

4i
I to including Cincinnati Gas and Electric cnd Dayton ?cJar s

!i i.

Iand Light in CAPCO?
n

A To be clear technically, CAPCO ~- the conai deration '

;
.I

was beforo CAPCO was formed in the concept I have hcon i

G

describing it. The consideration of soma scrt of joint
9

planning and coordination among all of these companier,
:0

,

was just shortly before the memorandum of undarstanditg was
1

finalized. By shortly before, I mean, maybe, a conple of
:2

years or so.
13 l

Maybe 1965 cr '66.

!G Were discussions leading up to CAPCO bagec.
ni

as early as 19657 _.

iG

[A I don't believe the discussions e::plicit to the '

. . . ,
Id

memorandum of understanding started that cocn. Cartaizly,, I

discussions of hcw cah we more effectively coordinetc our
~

:9 -

operations having been going on for a long tics _
to ;

G Was it ever considered that APS might be n |
-

'' 1 {.

member of CAPCO?
*

22
A I don't think CEI gave much thought to that,

,

but I would suspect Duquesne Licht probably did.
u.

,

I don't recall any meetings at which APS was
:.0

present in that sense. So was considaration given to it,

i
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bw3
3

I guess my answer in probably, but the Illuminating

. , , ccmpany didn't give any significant ccncideration to it

.. ,

|
'

,; . G Did CEI have an intertie to tha Michigan Pcal i
..

~

in 1967?.

a

~

A No.,.

. a

G You tastified that cach comany had differentg

history and facilities and cbjectives whan it came into.,

the pool. Did that require a transacticn into the pool? ]g
i

A Yes.g

G What was that transaction?
. o.s

A The main heart of it was the roccgnition of this
.

one-systam concspL That is tho idea instead of planning

for what that one system needed, ve planned for uhat the,,
..,

whole system needed. f..!
,

The input, of course, was the then c:cisting
.5-

situation,
iG

So you put into the pool all of the ,

generation that was then available, cbviously. Then yeu

said, all right, with a system that starts this way, wnst ic !
19

i

the logical thing to do next? And that was a considerable,,

o.
'

change, because everybody had been doing different. things

before, and what we onded up doing, namely, cestitting
4.2
,

,

four large units, was much different than anybody had done,

before.
:M

That was the primary nature of the change, I
25

..I
g
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tu4 !' guesa.
1 |'

i1i g Irell, with the first four unita locatsd en da

i~

3 basis of a one-cystou concept?
.

-
l| A I would say, generally, yes. .

. . . . .

!
5 But the first - at the baginning we vera no:

-

G as well integrated in cur planning as we ars nc'c.

7 So wa looked in general. We also had the situation
0 where each ecmpany had scr.athing it uanted to do,,

O We sort of puu together on a coa:bination en.Jineering
'O plus management-judgmant bacis a mixture of what a one-syctam

study would say and what the individual companics wantad te.

,i
! ?. dc. And we ended up with negotiated cca: promise, is about

.3 the best way to describe it.

;d G Was the same true with respect to the cwnership
,

,8 of the f'.:st unit?
~

:3 A Yes, probably even more so. |

,7 Decause in the commiu: rant of the otmorship of the
ija first four units, we did not follow the practico I doccribad

.) of each company owning a pieca of each unit. That concept

was also added later [n CAPCO.2.0
,

i

We instead, in effect, negotiated ownershipc.;;.

n Toledo, for example, indicated in the,

.

meetings that they particularly wanted to cwn as much c.s possibl23
e

of Davis-Besse which is the fourth unit and that they wuld3;;

like to buy pwer out of the first three units,"until suchg

p

I- i
: .

t
---

-

-
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1
I

time as D ivis-Besse came en line. And that was agreed,

i
to in the original memo. !bus. .,

-

j
i

uesne Mgh de a cuerMp inh 2 in v.d3-

3
e-

of the first four units? |4
t-

I

** '" 9 #** E** * * * *
|

*
5

first
u -three units, but none of Davis-Desse._

O Is it your cstimony that the equal percent,,

reserve basis of allocating recorves is no longer followedg

in the industry?

A. No. My testimony was that the CAPCO cor.pc.n:.es

agree that it is not the best way to do it.
1,6

0 You stated that when Duquesne Light came into the

pool it had the largest unit. ifhat was th: sise'of that

unit?
id

A 540 megawatts,
I_c

-

17

ES19 ~0-

I

ie

20
,

*

It

22*

.

-

24

25
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!

arl i Q What was the size of the largest CBI unit at |

2 that time?

- 3 A Our largest -- the largest unit we cuned uas
.

4 625, but as I mentionad, we had a special arrangement.
.

S with Ohio Edison where they agreed they uould nand us.

G 300 megawatts any time that unit was off. So we agroed for

7 our planning purposes that it was a 325 megawatt unit.

8 O At the time that you were negotiating the CAPCO

9 agreement, did CEI expect that it would be coon receiving a

10 request for an interconnection from MELP?

11 A No, I dcdn't believe we did expect it. I

;2 don't think we expected a requoct for an intorconnection

t3 from MELP.

:.: Q If the Municipal Electric System of Clev31and

jg was a member of CAPCO und running its 85 megawatt unit,

:q and experienced an outage with that unit, that unit went

;7 down, how much of that would CEI pick up from it:.: cun

;g generation?

;9 A It would depend on the circumstancos at the

30 moment in terms of how much each company had in reserva,
.

a; and so forth. If wo assuma overybody had a balance or,

.n normal situation, instantaneously wa would pick up all of it,
,

23 and than gradually the other companies would pick up more

q,g of it, and we would come back to a load that was proI:ortional

I
33 to the relative sizes of the companies, and their relativo
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! transmission distances to the other load.

2 We would probably picic up roughly a third. I

~

3 would guess, after the first fau seconds. me woul<i pic'c
v

4 up all of it initially, but after things achtled down, it
.

5 would be about a third of it.-

G Q What operating rosorvas does CEI carry?
I

'I A Operating reserve, we follow the EC2R rules

3 which I indicated come out to about 6 or 7 percent. They

3 are figured by a more complicated formula than that, but the

l') average cows out to about 7 percent.

11 0 You carry about 3 percent : spinning reserve under

12 that formula?

;3 A Yes.

;.t Q What would that be at the time of your syrtem

15 peak?
__

;g A Our system peak is about 3000 megawatts. So the

;y 7 percent would be 210. 3 percent spinning would be 90.

;;; Q And do you know what th.e spinning reserve on

;g the CAPCO system would be?

20 A Something in the order of 7-800 megawatts.,
,

21 probably. I'm sorry. You said spinning raserve?.

22 Q Yes.,

I A Maybe 300 megawatts of spinning reservo. 700 or23

800 of operating reserve.24

Q When the City of Cleveland requested me.nbership25

!
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I in CAPCO, when did CEI make its decision on what inc

2, responcc vocid oo?

.
I

3 A The initial response of saying we want to cit
v

4 down and talk with the City, I think, was mada within a few
.

5 days and contunicated to the City. I think the response in*

3 terms of a specific proposal, the various things I outlined

7 we offered, I believe was made about - cecms it was February

3 of the folicwing year. From August to February, si:t

3 months or so, I think.

!O There had been some diccussions in the interim

;I and then we gave this written proposal in two or three

;2 letters in February, I believe.

1.3 Q Now was there a meeting with the City in

; .; December of 1973 in which CEI responded to the City's

!3 proposal?
.-

13 A I don't know. I don't believe I attended one

;7 with the City.

!3 O At the time of the December 7,1973 nestir.g of

., 9 CAPCO executives, to discuss the proposal, had CEI

pj) determined what its response to the City's request would be?

A No, I don't believe so.- g;

.gg Q Do you know how long after that meeting CEI,

1
determined what its response would be?g

A I believe it was the following February, '74, thatg.

we sent two different lettdra that gave a specific proposal.g

t
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1 Q And those letters would have been cant shortly

1 after you determined, or CSI determined what its r:. nonce

~

3 vould be?,

|
~

A I would think so.4 j
*

I

| Q Now after MELP acnb out its request, its.5
-

i
3 proposal en August 3, you testified that there .rere

7 discussions of some sort with the other CAPCO membern?

3 A Yes.

3 0 Did you participate in thoco discusaienc?

7) I A No.

:| 0 How did you become aware of whnt trannpired

tg during those discussions?

p3 A Through internal compcny raanoranda that referred

g to them.

,3 Q Who were those memoranda from?
..

3 A I'm not sure.

;, O Were you.an addressoa en those memoranda?

A Yes, either direct addresace or carben copy.g

;,3 I wouldn't recall which.

2i) Q Was thera more than one auch memoranda?
,

A I think so.. g

O To the best of your recollection, what did those22.

I
. menranda say?g

g I think the essence of it was that the logicalA

thing would be for CEI to talk to Cleveland Muni andg
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I explore this proposal.'

2 As I said, it was coveral pages and hou to go about

*
3 understanding it, you have to talk to people. The c:ssence

i of the conclusion was we ought to sit down and talk together
.

3 Q Did the memo that you saw set forth what the-

G other CAPCO members had stated?

7 A I believe that in general they concurred in the

a idea that it would be well for CEI to talk about Muni.
t 23 Q Was CEI than to report back to tho other CAPC0

:0 m2mbers?

i; A Certainly in general ue keep the other CAPCO

12 members informed on whataver we were doing with inter-

|3 connected operations, et cetera, and we obviously would with

ja this one.

5 Q Could CEI have simply told the City that it was
..

1G not going to permit it to join CAPCO?

;j A I guess we could have.

33 O Would that have prevented MELP fron joining CAPCo?

19 A If the position prevailed, it would have.

20 0 What do you mean, if the positicn prevailed?

21 A Your hypothesis was could we have told you that?.

.g Q Yes.,

*

),3 By prevail, I mean if we told you that, and youA

3,3 came back and said let's talk about this more, it is

gg conceivable after some discussion or what-have-you we might
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! have thought differently. That is what I meant by if it

2 prevailed. <

1
'

3 O Duquesne Light, Ohio Zdiscn, Pennsylvania Power,
,

4 and Toledo Edison had stated that they thought a grant idt:a
,

3 and that MELP should bo in CAPCO:nd CEI caid no way, could~

6 MELP then have joined CAPCO?

*/ A If those would have been the pccitionc of the

3 various parties, we obviously would have cat down uit.h then

9 and discussed why do you fool this, tried to understu.d it,

to at cetera.

1: While you have individual determination, you

12 certainly exchange ideas with each other, et cetera. But .

13 the basic bulwark of CAPCO is this unanimous consent

;4 concept which says in effect that no company should be or can
,

15 be or will be obligated to accept the decisions of the
.-

;G other companies. That each of the companies ic an autonomour

g individual organization. That it is not bound by the others.

iG Now CEI, and in this unanimous consent rule, it

9 always has the three options of doing nothing, saying yes,

20 saying no, or pulling out of CAPCO. Of courco, tha others .

* !

2 do also,-

22 If the others thought it was a great idea and 's .

i

23 CEI said no way will we in any way, the others would have j
:

24 the option of withdrawing from CAPCO, forming a new pool, |
!

25 excluding CEI, but including Cleveland Muni and procteding

4

.. -
> $. N



~ .._

ar7 10,438

1 from there.

2 Q Nhan did CEI first dacide that the City's
*

3j proposal was inconsistent with the CAPCC memorandum of
.

4 understanding?;
-

i

3 A I reached the conclusion the momsnt I read it.
.

3 I communicated that - I was vice president of enginesring

7 at the time.

3 When I road it, I said no way. This is incon-

9 sistent on its face. I immediataly ccmmunicated that to

i.) Mr. Rudolph and others in the company. I think the conclu-

it sion was ppetty much bought by everybody,

i2 others reached, I think, the same conclusion

;3 independently, but at any rata, very quickly we concluded

1.4 that some of the things we were asking for verc inconsistent

with some of the other things they were asking for.3 ,

--

3,3 Q Did you have a meeting with the City after

g the City's August 3, 1973 letter cnd prior to the December 7

g CAPCO meeting?

.;g CHAIRMAN RIGLER: By "you," do you mean CEI?
i

. ,) MR. HJELIG"dLT: I mean EI, that's correct. l2
.

THE WITNESS: I don't know..-' 4:

p2 BY MR. HJEL!EELT:,

I Q Now I think you testified that the initialg

,'d response of CEI was to write back and say, hey, we ought to I~

|discuss your proposal. You don't know whether any such I.b

1 -
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I discussions took place?

3 A No, I don't.

3 "i*

Q Do you know whether the City then una eva::
.

4 informed that its position, its request was inconsistent with
.

3 the CAPCO memorandum of understanding?*

0 A I would prosu=0 they warc frcs the diccucuicna

7 somewhere. There have boon a lot of diccussions.

3 Generally speaking, I was not involved in the nsgotiatien3

3 with the City. I had been in just a few m22tingo earlier

10 when we werc talking about the interconnection itcelf, and

;I the communication among -- the internal communication .

12 during the course of the negotiations was relatively

la small. It was confined primarily to those people who ware

14 involved.

15 Although I have been very much in all of the
-

13 CAPCO negotiations, I have not been involved in the Huni

17 negotiations. So I'm really not qualified to tell yot what

10 happened in the Muni negotiations..

;9 Q You cannot cay from your own knowledge whether

20 or not the City was ever informed that its request was in- :
.

21 consistent with the CAPCO pool?*

22 A No, I can't say that from my own knowledga.
.

'

23 Q Do you know whether the City was ever informed I
|

2.; that if it joined CAPCO, it would have to participate in coal- 1

1
1

fired units as well as nuclear units? '

25

1

1
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I, A No, I don 't knc?7.

,

-; 0 You testifisd in a hypothetical vain t,ith
,
i,

), |
5 recpect to what the effect 1:culd .'2a if the City jai.ad !

"

.

4 CAPCO. Was any such study actually r.'.ada?
.

5 A I testified about tha studias we c.ade of the.

3| hypothetical capccity effect. These 17are the caly --

7 Q That iras in 1967, or du--ing the negotiatic as7

3 A About that tir.e. That tras the only studien

|
9 that CAPCO made Islated to Clovoland Muni.

2 22 M (,

!!

!

11

,

5d

:*
*f

I
.>
2

-

f6 .
.

' *

;; | |
,

s
*

13 '

.9
.

I-

*
-

..

l')
. .

2.*1

24

:'i
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i
1

i G How about C2I? Did it maka any 3 cudy af ter uhe '

923 [ !
i' "|- atudy aftar the City made its prcpccal on Augc.at 3, I??3?

,

! A Cf courso, CI:I han been studying the inpli:w.icn3. s.
;

*

I |
1 of Muni and operations with Etni for 50 yearc.

I
i

.

g |i We have had all kinds of studies. The cpecifics |,

1
1

-

;; | you are talking about of the inclicationc in Ca9CO,. I j
i -

.

I

recall participating v.yeelf in an effort to list the '->

a rosponsibilities and obligaticns of C;OCO participation,

a which I believe was to assist our attorneyc in negotiations |
,

; with Muni. !
'

\

i
Earlier you had asked did ue connunicata xc of ;

i
; p, this. As I think with you here, my recollection is becoming !

:

,3 ' clearer. '

:g I participated in helping the sttornayc to
!
i

understand this point. Tc 9 hat extent and hou they cerunnicated '
,

_-

3 that to the City, I don't knew,

G Now, in this listing of the responsibiliticn that;7

g the City would undartake if it joined CAPCO, was there any i

g engineering economic studios of what would nappen in CAPCO

pg if the City joined?

1.

. ,3 There really waren't engineering econenic studicc, !
A

,

t

as such. -
. . , ,

Ic.,

g I think we went through the hental procons Z des-g

cribed awhila ago, when we se.id we would take all of the,,j

Muni data and input it. On a weighted averago basis, vince they,s.
4. a j

ara one percent of the load, they would have a one percent

..
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i

|
'

i
,,

ba2 e ffect. |
-

! I
i

-

;i Our conclu.sicn was @.at cocid be a mini
'

!
. i

I effect cn the rect of CAPCO. Ghit CTOCO , auld ric in ?.?..:
. ! ,

i !,

cae-system study ;culd be the ecm2 whether ih had thc:n:''
,

.

i Muni system or not. raat is what the onc-sycien study culd-

.

>

..>
| say would be about the srae. ;

.
i''

O What you really are caving ic on the bucic i
i

U of judgment you mcde that dauerminaticn .iithout mckiny = i

i,
i, actual study?

~

,

!

:

9 A. Chat is right, i.

i

I G Getting back to the point in tiIna when CEI anda
,

,

I
'. a determination what i_c rasponac to the Citv.'c rec. nest ]'

:
I

"; for membership in CAPCO uould ba, do you recall ettending j:

N
a CEI company meeting on August'3,1573 attended by,

!

5 Mr. Rudolph, Mr. Ginn, Fr. Williams,fC. II2nner, Mr. 2.;nsdale, ;
.

'
Mr. Clarnoff, Mr. Davidson, r. Lestcr?.:

i

!

.- A. I can't recall exactly the specific date, :' 'c
I
!

:d cetera, but I presume from what you cra reading, ther.:- I
3

I

l ;

o ' was such a inesting, and I can visualice there vould h. .ve i
,1 .

I

to been, to determine what ocr response vas en this propoual. j
i
I

El 0 Do you recall at that point it being decided '-

I

1?. | that the coinpany should refuse to Cleveland its becoming -.

t
_ i

is a member of CAPCO? I
t

i
'

u. A. No, I don't recall it. I'm not saying it didn't

h Happen, but I'm saying I don't recall it. ;

:
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G .Is ownership in CAPCO units determined by tha
1

P over N method?
2-

i

A. Yes. You are talking abcut if we were doing it
*

3

now. We have changed the system over the time.*

4

But the last time we calculated ownerchip in tho*

5-

units, which is when we allocated the last six units,
G

it was done by the P over N method.
7

G Are you talking with the calculation of
3

of capacity responsibility or the actual otinership of
9

the unit?
30

A. The last tin:e what wo did was this: The last
::

six units were committed all at the same ti:r.c.
i.1

Two units at Erie, two units at Davis Desse 3 and
3

4 and two units .at - which verc they -- at any rate there
:4

were six of them, all committed at the same time. We calculated
15

equal P over N for the last unit. That is for the year the -
16

last unit world be in service.
P

We determined what the percentage ownership
18

should be in all six units to achieve equal P over N for
19

that last year.

7.0

Then we had agreed in advanca they would accept-

2.1
-

the same percent ownership in each of the six units. 'Ih at
u.

is precisely the same.

::3
Then we would have buys and sells which we claled

M
tentative buys-sells. The intervening years between the

25
7th and 8th units and 8th and 9th and so forth,

t
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bv4
In the end it vould ccr.e out c:.:actly ecco, 1. 2-

.
t' I we forecast eve:/ thing right en the no.32. i?e alac

;
. .

agreed to the annual trima calculaticr. or buy-sell. 1*

i-

|S23 I
:

e

O

i

e'
'S

't

..

n-
=c

p%
I' %,

,

.S. [
|
.

s' Io

.!*

,

.5
}

~

I
_ (,
b

.

.

e

h

*Oe !

a
.

*
de

~>
s s.

e%

8, * e
.*<M

r 1
- , .

1
..D

!
t

__. _



_ __

_

_ _ _... .- _

'i

14 10,445

is.rl ! Q Total owncrship was detcrmined by P/M,. but with

I respect to certain units, it uns negotiatad?

*

5 A No, it was agreed ua vould have the cuo porcautage
.

4 for all units. What P/N gave us for tha total of thr., cix
.

5 we would use that for each of the ci::.
*

G Q That would be the same as if you calculated it

7 with the P/N for each individual unit?
3 A Close, but not enactly the camo. One of the main

9 reasons for this was the concern about slightly differing

i3 percentages in differenc units and just the bookkeeping

11 complexities, et cetera, which is what we had in the

12 previous units.

13 We said everybody owned the same percentago, and c

14 lot of things will be a lot easier. Things were hard,

'S enough so we concluded making them a lot easier would make
..

26 them desirable.

.f Including ownership in nuclear fuel, for example.
)
l

23 Q If a system doesn't agree enough to need that |

l

;j percent that is determined, it still has to buy that

g) percent of the unit; but then it sells megawatts; is that
.

-

27 correct?

7 A That's right.2,

_

23 You mean if the load forecast turns out to be

24 wrong?

0 Correct.25
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1 A Yes. i

1 Q What coal-fired plant does CAPCO now olan to

*
2 build? !

?-

i A Three different generating units at zhc Jiansfinld
.

5 Plant. |
*

|
'3 Q Those are all currently p:.:nned?

7 A Yes.

9 Q Are they currently all under constraction?

3 A Yes.

:0 0 When was the last one committed to construction?

;g A I think that Mancfield -- darn, I wich I uculd

;; remember -- whet:her Mansfield 3 was one of thcae las.

;3 six or not. Let me count thcm off here.

; The first four, Beaver Valley 2 -- :?crry 1 and

p3 2. I think Mansfield 3 was not one of those last sk:

.,3 units. It would have been comitted beyond around 1970 or'

1

;, 80.

13 I have trouble with all of these dates on all of
y) these units. That is easily datornisable, but I don't

3,3 have it in my head.
.

, :- 0 All the units comnitted since Mansfield have been.
<.

. nuclear?. . . ,. -

~

A Yes.23

24 Q You indicated that if IN P e2re in CAPCO

and they uere making a one-system study, that the resultsi.G
,

<

1
__
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I! might not be what the City had wanted, or what the Cf.ty
'

l
I would choose if it were making the study to fit its pcsition?

*

3 ,1 A Yes.
.

'l O Could that happen and the result still be bctter
.

3 than a plan for the City isolated?-

'3 A It would be better than a plan for the City

'
isolated, yes, but it might not be as gcod as if the City,

3 accepted the proposals that CEI has mado.

~) MR. HJELMFELT: I nove to strike that last part

10 of the answer as being nonresponsive.

1 CHAIRMAN RIGLER: Granted.

!2 BY MP.. HJELMFELT:

13 Q Did the City once ask for firm pouer and

'; have that request refused?..

i

:3 ' A Did the City once ack for firm power and have it
-

i .3 refused?

.y I don't recall. Mayba you can refresh my memtery.

.n3 Q Do you racall whether CEI ever responded it didn't

t) hava any power to sell to the City?

29 A In connection w'*.tly the Fedsral Pcvar Commissicn
.

25 case, when the City was ?.sking for emergency powor,-

. 22 sPecifically when Mr. Hinchee was the director and testifying

*
23 at the Federal Power Com:aission, we made it very clerr that

2,; our understanding of emergency power was that it would ho

sold when, as, and if available. And that we would not3

!
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I

1 guarantee that thic would be firm power. And that hhc rato

2. chould be based on that pramica. And .ra '.unted cc b: cura de;tI
' t

3 j. Mr.Itinchee cnd the Muni system understcod tint' that vac*

. <

6 the kind of pcter they para aching for, and that mu the 2ind
.

5 of poteer we were willing to provida..

3 Q In 1974, did the City requent firm pozar :ad you
7 write back a lottor to the City caying that CSI didn't have

3 any firm power to sell, or was unwilling to maks a cc:.lo

9 of firm power?

D A Ohat well cculd ho.

;; Q Has the City ever been offered an opportunity
;1 to participate in all CA$CO unitc?

:3 A Whac was offered was an opportunity to participc.t3

p; in every unit they asked for participation in. Uhat-

:3 they didn't ask, I don't believe va offorcd.
-

. .3 j Q With respect to CEI'c offer to cell a portion
'l

.7 of its share in the CAPCO unito to MELP, did tha

g other CAPCO menbarc agree to Itake an adjustr. tant in CEI's

-: 9 share in the event that that sale occurred?

30 A They agreed to consider an adjuctment in C2'c

share and, of course, th ough the buy-sell arrange:r.ar.h, vay,

. . . were all committed to make an adjustr:ent in the chare at least.

. .

*
. ,3 through the buy-sell arrangement.
,

g Q Now, does the unanimity rule apply to -- l<3t ce

start over. -. . .

t.a

[-
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'

Is it necensary for a msmbar of CAPCO tr, qut

1 permission of other c.'JC0 unit.c -- CAPCO ir.cmbars to engay
,

3 I in joint otmership of generati.r.a with a nonCTSCO rcemiacr?-

.

J A What the contract says, uhat the CA?CO mm orandvla'

.

5 of understanding says is that we will not enter into an.

S arrangement with third parties if P. hey adversely affect the

7 other members of C AP 20.

S So applying that specific statelaent to tiu

9 hypothetical case you suggaat, if you could mehe thit.:

a arrangemont without adversely affecting the other parties,

it you could do it unilaterally; if it adversely affect:d tha
I

i2 other parties, you would have to somehow take care of that

adverse effect before it would balescl for you to raahe13 4

M that agreement without violacing tha mcuorandun of under-

.6 standing,

I

jg CHAIMAN RIGLER: I'nt going to call a chort H

I

;7 break, please don't leave tha room. I will be two or

3 three minutes.

.3 . (Pause.) ;

i

p,.) MR. HJELMFELT: Could I have my last question,
.

;p please?
,

;;; (Whersupon, the repcrter read from the-

,

'

33 record, as requested.)

BY MR. HJELMFELT:,;3

0 Who would determine whether there was an adverse. , -

.o

I
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I effect?

I1 A Well, cbviously tha company voeld -- that is wo
.

4 would make the initial datermination and we would teu
,

4 CAPCO what our conclusion was.

5 Q Would most -- wouldn't all joint ownership'

G arrangements have an effect on CAPCo?

7 A I think that practically speaking, if you are

3 talking about selling a piece out of our capacity, it uculd

9 have an effect on CAPCO, because the amount of powar

to available for CAPCO would be reduccd.

1: So that I think what would happen would that

it we would report that. He would point out that the pool is

;3 less. We would point out that the trim calculation, buy-

.; sell calculation will adjust our charas and that aither va

think this is a material effect or it is not a material l3
)-

,3 ef fect.,

-

ItwouldprobablydependonwhetherCAPCOwerelont|:7

or short on capacity. If CAPCO aircady had more capacity thad ;
.3

!

it needed to meet its planning criteria, then tha efficct !'

:9

no would be minimal or parhaps even favorabic. If it were
'

.
short of capacity, then the effect would be adverse. 1

'

.4
1
1

Q Has CAPCO generally been short of capacity?. g
,

A CAPCO was short of capacity for several years,
3

and we are now entering into an area -- let me take threey

aspects:3 ,.-a
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1 We were chort for sono time. Ua even put :n c:ctra.

i
2 gas turbines or combustion turbines to i.take up for lh s

|
3 shortage.

.

4 Then we deferred units and said .re are going to ae
*

5 short in the future. And the loads developad ac rapidly as-

.

G expected.

7 So we began to ha Icng. Right new we expect to be

3 long on capacity for the next coveral years. So tha :Jitu2-

D tion changes, I guess, in anstrer to your question,

id25 10

11

13

13

14

13

13 '

17

'

13
:

13

i23 i
!

* 21
.

.

- 23

24

25

|
| |

| | |

| |
'
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i

S26 3 G So that delay of the Davis-Becsc 1 Unit going ,

I
e1 into cperation wouldn't affect the capacity -~ wouldn't r
i

3 endanger capacity in the CAPCO arca? Or wouldn t engar. gor 'i
'

.

.

4 reliability, I should scy.
. .

. A The unit was cupposed to go in Dace:ter of '74.2

0 We had adequate capt. city in 1975 cnd we e::pc ct to

7 have adequate capac'ity in 1976, even though the unit is not

expected to be commercial until aarly in ' 77. I3

3 g You e:cpect to be 1cag ca capacity in 19777

10 A We expect to be long, es<3uming that Dav.".c-Dc.caa

11 and Beavery Valley are both in service. Beaver Valley 1.

12 g Now, assur.e a joint cunership agreement batroen

13 a CApCO company and a non-CAPCO entity which does not invol'/c
.

14 a sale of CAPCO capacity.

15 Would that have an effect on CAPCO?
r

IG MR. REYNOLDS: Let me have thau quostien back,
i
i

17 (Whereupon, the reporter read the pending
i

13 question, as requested- ).

19 THE WITNESS: Arc you talking about an existing |
!

20 joint arrangement or new cae? '

.

11 MR. HJELMFELT: A now one..

22 MR. REYNOLCS: Joint cunership arrangcmant ..n
.

-

g.3 what sense?

2.; BY.MR. HJELMFELT:

25 O Suppose that the parties agree to jointly conc truct |
.
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I
bw2 an operating unit?

A Inasmuch as it would increase our capacity, if

3 wa jointly own the unit with some third party, a new t nit,.

'I
then diat extra capacity brought into CAFCO, would not

0'

adversely affect the other parties in CAPCO.
,

6 It might favorably affect them, but it wouldn' t

7 adversely affect them.

O Have I answorcd your question?

3 I'm not sure I underctaccd your question, but if I

to haven't answered it, let ma make it clearer or havo I

11 answered it?

12 0 I think you have answered it. What la typical

13 in the industry?

14 A For what?

15 g Hcw do you know when something is typical in the

1G industry?
-

17 A Ch, I would say you would say comething was typical

10 in the industry, if it was a widespread practica.

10 If a lot of companies similarly situated veru

20 doing it.

*
21 0

.

So that if a lot of parties are sheeling power,

22 that is typical in the induct::y? .

.

- 23 A Yes.

24 0 How many would it take to be a lot?

25 A I don't know how many it would take to be a lot,

1

I

i



i

10,4fi4

bw3 1 It is a judgment kind of a thing - that you really have to hav

1 specifics in order to form the judgnent. It is very difficult

3 to exercise judgment on a loosely defined hypothetical.,

~

4 G Are you aware of *./ heeling in the C7EC agroor.unt.?
'

3 A Yec.
.

' G G Are you awara that PG&E wheels California.

7 Valley power?

3 A I wasn't aware of that.

9 G Are you aware M N.E Public Service Co apany

10 wheels for Plains Electric Co-op?

.11 A No-

12 G Are you aware that the Southern Cc:tpany whools
~

13 SEPA power?
,

!.1 A Yes.

15 G Do you know any other companies that t/ acel $@l. po:rer

!G or groups of corrpanics? ~'

17 A I'm not sure.

;g CHAIPfiAN RIGI2R: Do ycu want to spell CEPA power t,

to for the reporter?

20 MR. HJELMFELT: S-E-P-A,

* T' '
2; MR. BUCHMMIN: Could I inquire if the Witnesc

.

22 knows what it is?
.

3 23 THE WITNESS: Southern Pcwor Administration, I

24 think.

25 '
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arl I Q Are you aware that PEMELO hac agreed to wheel
;

2 PASNY power?

3 A No, I wasn't aware of that.
.

4 O Are you aware that I&M has agraad to wheel pcwcr*

5 for Richmond, Indiana?-

.

S A No.

7 Q Are you aware that Ohio Power has agreed to wheel

3 power for Richmond, Indiana?

9 A I had heard it was being considered, but I

10 wasn't aware it had been finalized, if it has been.

11 Q Are you awaro that Louisiana Power & Light hcs

12 agreed to wheel power by, between, and a2nong municipa..

I
13 systems in Louisiana? c

14 A No.

15 0 If, in fact, all of these wheeling transac:icns

p3 exist, would that be typical in the industry?
.

-

1

17 A I don't know.

13 Q With respect to the December 7,1973 maatitg, do

you know when Ohio Edison and Penn Power contacted Mr Rudciph; )19

20 with respect to their response to the City's requaat?

21 A Not precisely, but I think it was fairly prcmpt!.y.*

.

22 Q Do you recall whether it was on the sa:nc d ty of

[ 23 the meeting?

24 A I believe that Ohio Edison indicated their

25 probable answer. I'm not sure whetb r 'tey were giviig it as

|
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l BY MR, NJELMFELT:

2 O Are you aware that Now York Utilitics wheol

3 PASNY pcwer?
,

4 L Yes , I thir.k so.*

!

5 |
-

.

S

7

8

9
ES26

10

11

12

13

i4

15

1

16 -

17

10

19

20

* 21
.

.

*

24

25
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I a definitivo answer or whether they were telling us how

2 they were leaning.

3 Q Was their ancwer a refusal?.

~

4 A I think the essence of their answer was we

| 5 wish you people could handle the problem. The heart of

G everybody's feeling in the CAPCO arrangement really was,

7 "CEI, why don't you talk to these Cleveland Muni people and

8 see if you can work out a proper, equitable solution?"

9 Whatever the fancy words that were said, I think that was

10 the heart of the anmrer.

11 Q With respect to the Dorough of Pitcairn, I believe

12 you indicated that CEI didn't think Pitcairn understood

13 what CAPCO was all about; is that correct?

14 A That's right.

15 Q Would it have helpad Pitcairn to underst=.tnd

16 CAPCO if it could have looked at a copy of the m moranden'

17 of understanding?

18 A It might have helped, but I think they wc;uld

19 have been better off to talk with semebody who understeed.

20 Q Are you aware that CEI refused to provida a copy

*
21 of the memorandum of understanding to Pitcairn?

.

22 A On the contrary, I thought we offered to sit
#

1

23 down and discuss it with them.
|

| 24 Q Did you offer to show them a copy or provide then

25 ^ COPY 7

,
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1 A I don't know whether we offered to provide them

2 a copy or not.

3 0 You spoke of deferring units to prevent CAPCO
.

4 from obtaining'the - deferral of CAPCO units for financial'

5 reasons. Did that prevent CAPCO from obtaining optimum-

.

G coordination?

7 A No, it didn't prevent obtaining optinnta coordina-

8 tion. What it did was reduce the totc1 capacity that would

9 be available to serve the lond. We still had the optimum

10 coordination of the capacity that was there.

11 Q Would the pool have been better off if it had

12 had that additional capacity?

13 A It would have been better off from a point of view

14 of reliability and worse off from the point of view of tha

15 financial stability of the conpanies.

IG Q In considering what is the optimum coordination, -

17 you consider factors of reliability?

13 A Yes.

19 Q Is there a theoretical optimum?

20 A No, the optimum contains a number of techniccl

21 aspects, but it contains a lot of judgmant also..

.

22 So it isn't a thing that you can just grind through and

. 23 out pops.an answer. It takes a lot of interpretation and judg -

24 ment to determine what is optimum also. That judgment can

differ.25

.
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i

1 i Q Was that gentlemen s agreement recc:.:cd cu the2

i
1

1

2 December 7 meeting?
' t

3 i
, .

A I don't r20:11. It was discus cd :rtS that ex. 'cd
s
.

:.

4 ! conclusion reached at one of the er.ccutive connittea -

t .

.
~

5 | meetings, but I'm not clear in my nind which one it una.
. , .

I
1

5 j MR. HJELMFDLT: I have no further quantiana. i
.

7 CHAIRMAN RIGLER: Mr. Smith has a qu0stion or
,

two at this ti.ae.D j

9 MR.SfiITH : Mr. Williams, I think that I did not
i

i I
*

f
10 i follow too well some of tha testimony in relaticn to

!

11 allocation of capacity respon:,ibility in C:GCO., and I could

12 like you to help me understand it better,

f3 When you use the term " equal pe::centago" in

p ; your testimony, what do you mean by that? I think dr. |
! '

I Hjelmfelt used it in his question. !1e'
f
.

1G THE WI* NESS: We have talked about equal percent i :

1
1

17 reserve, and we have talked about equal P/N.

t

D3 MR. SNITH: Equal parcont recorvo, what do voc : man;
:
t

\

19 by that? j |
t
i

g THE WITNESS: Equal percent raserve, I r. nan a

21 situation in which each of the cor.panies has tha m e percent*

.

Ireserve.p
.

- 23 By percent reserve, I ccan the -

MR. SMITH: Percent of peak?,1.

THE WITNESS: Percent of peak on the highestg



-.

3 - --- -
;

er6 10 AGl

1 load day of che year.

2 MR. SMITH: Okay. '

I3 Was it your testi: ;ny that V/N was compnted '
,

*
4 based upon what it would be at tho end of the complation

*
5 of the six units?

.

3 TES WITNESS: What I was trying to say Ucs

7 that in crder to allocate the ownerchip respoasibility in
8 those six units, we said let's go out to the hypothetical --

1
9 l the expected action planned, forecast in-so nico dato of

t

to the last of these units. Let's calculate uhat total
|

11 j generation would give cach of the companies equal P/M.
|

12 Then let's -- that will determine the tocal maga-

13 watts out of the six units.

14 Let's allocate that among the six units co th:t

i

13 each company gets exactly thesame ownership in cach of the '

;3 six units. ''

17 14R. SMITH: When the final unit goes on lina, yotr
i

13 P/N and your equal percent resar70s would c' 0 the s ma, }

19 wouldn't it?
,

t

|
20 TIIE WITNESS: Not an ale..

j

*
21 I4R. SMITH: Would it bc cloco?

.

n THE WITNESS: Not nocessarily. The percent
.

- 23 reserve basically looks only s.t the installad capacity and

21 the load on the highest day of the year. The P/N mothed is

25 much more sophisticated approach which takes into ac: cunt

i

|
'
i
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I the forced outage rates, the cizes of ths various units,

2 i the maintenance schedule, the relative reliabilities of

'3 the units.,

.
4 It takes into accotnt the lead on th2 othe: 2G1

*
5 days of the year.

,

3 It calculates by a computer 1:ad mcthef the likeliq
7 hood on any given day of being long or ahort, and of each,

party:s being long or short.9 i

O It calculater. that hypothetically for every cae *

*O ; of the days of the year. It cdds all of that together.

11 On a day it is long, it is positiva times ao

12
.

many megawatts a day.
!
i

13 ; On a day it is short, it is a negativa.

|2d 28 14
$

I3

'

13
.

f

17
|
1

|13

19

23

.

21
.

22
s

- 23

2.1

23



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

4

.329
|.

*; It adds up the positivar 7.nd negntivas cnd .'

1m11 .
"'

puts thcae together.
. , . .

"! The narcant reserve mothed is th3 aort of
,

": thing you can do with a slide 2:ule in 30 seconds,
. .

./ You taks a look at the load on the highest
* "

@'' '
single day. You ignore t.ie rest of the factora.,,

,'t
' ! The generction en the highest cingl2 day. Sho

i
I i difference between th. two nurbars divided by de laad is the

i

o ''
, percent reservas. So the two ::icthedc are polen apart in
r
'

4 .*$''
! tarms of what is involved and whc.t is concidored and 8.c on.
t

}U| If they came out with the sar.e encuary it woull
.i;

12 be sheer coincidence. -

1

0} MR. SMITH: Dessn't application of ? ovar N approach
i

*/ t I
-

i

! equal percant racerves? -

! i.
'5- THE WITNESS: If all of the capacitv. cn the 37st.e.W; g . -

<
. IW! were owned by all of the companies ri,n the cute . j

I
'

17
t
. percantage, then the two methods wou$1 approach the sama 4

'

't, Ie

IBI answer.
~ î

,

l

'9 ' Although, to be the aate, not only v.'ocid the
A capacity have to be the sc=e, but the load pattarns vauld hate

4

31 to be the same also.
*

5-
-

That is the ratic. ' of the hottest pack load,-

23 highest peak load on a hot day in the surmer to the icvant
24 peak load on a cool day,, that ratio wculd have to be the
5 i same for all companies .also. They do approach each other.

1 .

-



!
t

3.0, t 6 A

i
1

1! The more units that are jointly-caned and the

hu2 2 more you retire- the old, individually-cwned units, they appron:1

3: each other.
-

*
t

4 . But they wouldn't reach each other tullecc the
'

"licapacity and load chc.racncrisations are the cam %
.

6j' MR. SMITH: Are they generally close in the paah
;

7j load days in CA?co?
!

8f You have similar systans , don't you?
:
,

9| THE WITNESS: The variation is :noro than one might
.i

10 expect. The heavily industrialized crons are diffarent th m
i
i

11 i those that ara loss industrializsd.
,

t
12 I Our forecasts are different. If you 1cok at

23 only the 12-monthly pock leads, CEI, for e:cample, han forecast
!

14 | the other 11 mcnthly pod: loads cicscr to the systeia pack
I

15 than some of the other companies hora. 4

anticipnEni

1G MR. SMITH: Dces equal percent recorve:3
I

!7 a percent of the CAPCO perk or tho individual entitisci
t

i
18 | peak? .

t

19 THE WITNESS: Equal percant rescrves uculd e. ann t. tat |
|

20 .each entity,. separately calculated, was the san u as each othar '.

El one. That is what wa mean, by equal in equal percant-

22 reserves.,

.

If overybody had same percent reserves, than the23

24 total would be the same also.

25 MR. SMITH: In reference to whcce peak?

s
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i

!
4
;

. ! THE WITHESS: 3ach ona in r?cer'7cu to it c/;nhv3
=|

2 pe ak .

| tiR. SMITH: Uhich nc/. cr nu..r not ha the ca.a,o. ,

i.

! ut) Gach other?
5

i

gj THE WI* NESS: I.at R: bt.ch up a minunc.*

.

MR, SMITH: We have cliff 2 rent ped: ik 'f c?-.

O
,

TIIE iITNESS : Yes. 'MI :700ld ca?_cui 20 i03.

7

8j porcent racerva on the basis of its p:ck lead, whatc' car
i

9; day it occurs to its capacity en that day.

i

10 j Duquesne would do tb a c ama.- Qio Udis r.sn t._ad Tobdo

. | Edison Those might be four different dccec. Fns you calc 2..a :o
11

|
-

that percent number, if you ad ucn:sd the capccity cc au to 'ir.dej
,i,,

n.

thCSG numbers equal, Vou Uculd 33 u3inc '-he S o-c?.11*.P.7 equa.
13 - -

carcent reserve nethod.
. b. '
I

MR, SMITE: Fnen ycu c. piv yo .rc uniform P c' car
.m.

; - -

,

N to your first unit, isn't the offect of that to Q::?a..-h fToi.i
i

! P over N and to approach perem,tage reserve?
it |

}

.
A. There is ac relationship boteaan tha 9 cur U nd ;i.'

:8

percent reserve.
92

It departs from equal P over N, prem.r.v:blv.--

0,

by a snail an:ount. It isn't accaccarily clc.ser thr.r or*

P.1.

farther than equal parcant reserve.y
_

.

- MR. SMITH: Could it be n->%7r than?

THE WITNESS: It could he, It could ha f arscr
24

than. I wouldn' t know without 'na'<ing the calculaticr. hoth

>

I ,

i
.

:
..
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<

ways, which it turned out to bo.''

Il liR. SMITH: It ic :T! inorcscion, staEcticallc, ;
,

i.

3 that it could not be farther thmn The.t it vould approvi1. I'

i 1
. >

4 That is why I as;;ed you tha qucstier.a.
t

* i
85' Thari: you. . ,.

6 .' THE WITNESS: I don't thini: ycu could Op, or
.

I l

7 let r.e say, I dor.'t think .I cohld 3ay with any cxifidence

l.0 which way it would be.

|!

I
9 CHAIRMAN RIGLER: Is there further crosc-c:r.2.tinationi?

i'

I
*

!O i MR. MELVIN E3IbIER: 'les, there is.
I
.

il I Would this be an appropriate i.ir.ca for a lunch
1

!

!;; } break?

I-r| CHAIRMAK EIGLER: Ict'c go off the rccord.,
f
i

e, | (Wheraupen, at 12:S'5, the honring was reces::cd,
t

;3; I to be reconvened at 2:00 p.m., this sc=2 day.) ;
'

.i_.
'ES29 - r,.

~
l

..

:/
!
I

i8 I

l
19 i

I.

>
i=

21*

..

bg

.

P.4

I' n-
l ,,o 1

! !
: ! 1

l I
! -- r

4
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arl I AFTERNOON SESSION
i

2 ! (2:00 p.m.)

3 Whereupon,,

1
.

4 IIAROLD L. WILLIAMS

*
5 resumed the stand and, having been previctsi.y duly sworn,

,

'

S was examined and testified firetinr as folloits:,

7 CROSS-EXAMINATION (Continued)

S ! BY MR. CIIARIIO:
i

i

; O Mr. Williams, did you rovict; any caterials9
i

10 ; prior to your testimony right now?
I

| A Yes.11

12 Q Can you tell us what those vers?,

13 A You say prior to; you maan in the last 10 r.inutca,

14 or the last 10 weeks?

15 | Q Anything that you used to refresh your recalla:-

16 tion prior to testifying. '

37 A I reviewed very briefly a considerabic.amouut af

gg correspondence and so forth from my files that had beap
,

i

19 assembled by counsel. |

|
20 When I said 'very briefly," I mean I isafed r

f

-

21 through the pages. I looked at tho minutes of some of the
.

22 CAPCO executive committee meetings. I talked, of course,
.

- 23 with our attorneys. And I asked just a few questions, but

24 very few, of others inside our company to help refresh my

recollections.25

l
.
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1 to date on the unit they wantad to buy power in. If they

2 want to ba a 5 percent owner in the unit and so;r.e doli.ars
i

s
-

have already been invected, I muld expect thn to pick upa-

.

4 the 5 percent of the dollars f.avestred with tha interor,t on
o

.
5 it.

and 41 5

7

3

9

13

11

12
'

!3

14

1!5

16
-'

17

10

19

23

.

21

22
.

b

24

25

1

i
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nr

I
I(Whereupon, :he rept rtor recd the'

?. pending question, cc requested )
,

'

[ 3 MR, LESSY: Let mc ):'Ephrasc it.

4| DY MR. LESSY:
. !

- 5 Q. If a utility wers to conn into CMC 3 today -

i

i

G i lat's say Detroit Edison fell rut in Michigen :ma
!

7! said, I van't CAPCO, overythini . They crra in end vo::o
i

1

0; willing to pay fi:ced chargcc for, c.:ay, Ssmiin 7 and Scutir:he
!

9i 5 units uhich waro installed scvan or eight yearc cra.
!

io ; Would you then ba villing to giva a csca or c:mor--
i

it g ship parts in those two unite 1.o the neu m2::bers?
I
i

12 ; A. I don't know whether we would or not. I th:.nk thct .r
|:

i3|' would take a lot of caroful 2nd dacp study hofora we would kncu :t
!,

! 6

;gi Cne of the inportaci things aith re.3 pact to {

:5| e:cisting capacity, for example as contrnsted '7ith p:cof.cetodr
.

I

16| capacity is it in huilt;, knernt 'md va know t: hat the ca.C.9 abe.
I
i

17 ! With the prospectiv; thera are many uncar::a'.ntion ,

g et cetera.

:g It is one thing prospectivoly to como in from the l

__O very beginning and take all of the risks of otnerchip in a
.

m unit. It is something elce to wait until the unit i:;

p3 successfully operated and say, okay, new I will take a piaco,

of the unit. Now, that I know it is successful, et cetera.23

.g All of the rick has boon taken by the present

3 owners and whether ue would be willing to call part of those

iI.
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bw.i I
t I

what are the benefits of making th e sm.lo? 'Enone ara
'

all things you have to define and quita cla2rly befera you
' O

could answer the quaction of viather ue uculd be villing to man,

the sale or not.
-

1
~ 5

0 If eno of the municipal electric syntats Ucated

3
to come in to a unit that u s tuo-thirda under c anuructicn,

7 do you feel it would be necaccary to sell pm.t of CJI

O
share en a profit basis or jurt en ccct racotery basic?

9 Say 30 megawatts? |

0 lA I don't see that the situation would be any
.

i

71 different if it were a municipal than if it were Detroit

G Edison. There has got to be a benefit in it to un of the

13 transaction or why should we nako it.

U'
G Well, if you - cay the municipal electrio

15 cystem. carr.a in for 30 megawatts of a plmu. that was tuc thirda
__

i6 under construction, and you recovered all of your coate.
;7 What else would thera be to bane your profit cr.?
.:'e' If you fully recovered your cccta, uhat vould you va tt to becc t

g

19 i

your profit on?
[
!20 A The illustration is so strange te =a that I

.

21 just really don't knew how P- annver it. In any trananction,

22 if I.was building an apartment building, and comebody crna.

M 'along and said, I would like to buy a suite of the
24 condominium, what won 14 you bazo your selling prica on. other
25 than cost and why wouldn't yot be willing tc

'

.
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!! A You can trent thare se one system if they a::e ons
:

21
- |'

system. But if ycu just toch the perr.onnel that acw ucrk '

5 for each of the various munic:.;ali.tioc and put then,

4 i together in one room, that wot:ldn t mche one anyincar ng
1

.
5 force. If they are one systr :, ycu could treat the;<1 ns

G one system. 7.f they are real'.y coveral, you have to reat
t

7 them that way I can't imagir a, for e: tangle, that they

e; could send a representative tc the executive commitrec ready
i

- to commit Painesville, Clevel:2nd, and whatever other entities.

;) I can't concede that Clevelan! can send'a reprecentative
!!

;; to the executive committee aui'iorired to comit.

97 Cleveland.
.

13 It is really incom; rahsncible to n2 that

,,, k anybody could ccma to thece m,atings ready to commit 2.11
!

of those cities.g

g . O Supposing they agr:ad to have an engineeri g '

;..

l'! | firm repr sent their intereste and this engineering

,, ! firm could bind them as much s 3 your CAPCO reprtcentativcs cou Wiu

g T1.ay were pooling their rescucos. Wouldn't thnt be cne

g. way to do this feasibly?

* MR. BUCIEIANN: I aa3ume you are not caking the legal3_ a,

g question as to whether Ohio mc.licipaliules can
.

.,3 delegate such power to an engiacering firm?c.

1

| THE WITNESS: Anythi.ng is possible, but the careg

! you are hypothesizing sounds ca hy?cthetical diac I caa't_.
._ a

:
:

I
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1 A Yes.
cak 2

2 Q Do you know when the fuel loading for cavic-besse

3 is planned?-

e
4 A Fuel loading is planned thic fell. i

4

5 Q Would the ---
i
i

G A Early fall. Late September or carly October, j

7 I don't know exactly but that is about tihcn.

G Q Would the participation of the "cnicipal

9 Eloctric Light Plant L these nuclear units on the terms

10 Proposed by CEI be more banaficial to CEI than if the Municipal

jj Light Plant becanr+ a member of CAPCO?

A W uld they be more bencficial to CEI than if they12

became a member of CAPCO? In te..us of straight dollara j13

34 I don't think there would be very much difference. 'I'here ara

;

all these complexities of membership thct do concern us.3_

47 Q In Me of dose cocplexities, which would be
~~

';g

more beneficial?g

A n m e c mp en s wm d !w moreIG

n a we not clarged by adding anym dy. 2019

present NQ Gdttee shoture, nder of m32rs is20
'

already difficult enough. So in terms of complenity, tro would

be better off if they would buy the power or make come other

arrangements, short of memberahip in CAPCO.

O I believe you indicated in response to a ocaction
s

by Mr. C2 arno that there are more companies committed to
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ar2 |
-

3

1'
1 Q Did you revieu anything in th3 V:cy of documentary j

1
:
.2 materials other thr.n your own filac?,

4

3 A Wall, it was material that had b cn asseiabled.
,

l..

d i for me by counsel, and it wca material which either I
i
1

.

5 wrote or received a copy of. So precunably it came fren:
.,

1
iG my files. Although it is poccible that acme of the matzrial :

. ,

I

7 ( from my files had been thrown array and this was a cnpy from ;

i i
$ i

8 : somebody else's files. !
. ,

9 I didn't got it from my filas. I got it from
i

10 counsel. But it was m terial which I had 3 con before.;

11 Q You mentioned the onistence of mameranda

12 concerning nonCAPCO executivo racetings of C?SCO porconnel
t

13 with respect to MELP's request for a CAPCC memberchip; ic !
I

14 | that correct? I
i

t i
i

13 A I'm not quito sure I understand. You mann i

'

13 meetings of the chief executives at times other than ;

1

17 the regular executive committee acetinga?
j

13 0 I'm not sure what ycur toctimony wau. " "

I

gg response to Mr. Hjelmfelt's questioning, you indicated you

20 had reviewed one or more memoranda concerning discussions
*

21 by CAPCO personnel of the City's request for CABCO meuber-
.

ship.c>
-_

.

-

23 Is that a correct cummary of your testinony?

3 A You mean Cleveland or do you meen Pitcairn?

g Q I mean the City of Cleveland.

I
i

|
4 |
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1 A I have revievad soma cor cacondenca related i
! !

f to that, some internal company memos, a few, I uculd 3ay.2

i
.

0 f Q Could we make -- do you have those here uith you |,

| 1.

| today?
-

4

. 1
5 A No, I don't.,

.I
-

j Q Co counsel have those available for our3 j
I

i
i

7 inspection?
|;

|
'

3 MR. BUCIDIANN: I must confess, Mr. Charno, I da |

9 not know to what Mr. Williams is referring. But we will
!

10 check and we will advise you if it is something you already ?

i
have, or if it isn't something you already have, and it i3 i11 ,

t I

i l'

12 not privileged, we will produca it. .

i

13 MR. CHARNO: Thank you.

12 BY MR. CHARNO:

13 Q Mr. Williams, do you rc-call any meetings of CA7CO !
t
i

33 personnel when the possible participation of AnS in j
'

1

I
37 CAPCO vas discussed? This icould have been prior to uh1

i

13 signing of the memorandum of understand.ing. j

33 A I am a little ha=y on whether it was actuallt !

i

20 discussed at an e:tecutive meeting or whether it was i

21 internal, but I think we spoke about the possibility ths.t --
-

.

22 first of all, we did speak about the fact that Ducuasne
.

.

23 Light had a jointly-owned unit with APS. So certainly the

33 question of APS being invo' ved was ccncidered at the tira.

!

Whether it was considered with the CJ.PCO '

2 ,-
I

'

t
i
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1 executives as such, I'm not quite clear. The general tenor

2 of the thing, it seems to me, was that Duquarne wac conaida cing

3 whether to join with us or with AP3, rather than wh2 thel;
! !;*

.i 4

r
'

4 | APS should join the CAPCO group. I
;

*
S But you are sort of asking me to recall nhat

.

G Duquesne was thinking and doing, and " hat is a little hasv.c
i

7 Q You have no . personal recollection.- then, of |
8 CAPCO meetings or meetings of representStives of the

9 companies which ultimately forrned CAPCO where APS participa-

10 tion was discussed?

!1 A Not very clearly. It may or may not have been.

12 I certainly have no clear recollection of it.

13 Q Ynen CEI approached the PJM pool, what method

14 of reserve calculation was the PJM pool usir.rj?

15 A It was a relatively simple method. I don't
i

13 know whether it was equal percent reserve or not, but it vac |
-

17 a relatively simple method.
!

)

1s It was nothing as intricate as uhat CAPCO is nou !3

.

O
19 using.

20 Q Sir, you have testified that CAPCO utilices

el compulsory arbitration to resolve differences. Enct would be
. ,

.

22 the scope of that agreement? What differences could be

- 23 res lved by compulsory arbitration?

A Tha contract provides ofor it. It has never24

25 been called into play, but the kind of. things one might



arS 10,471

1 expect there to be differacces on would be the resulta of a

2 i one-system study of what is the right kind of capacity, size,
;

| type location, et catera. Or as I mentioned, the nwnber3
,

4 of timas we have changed the situation.-

5 I talked about tha need for flexibility because*

,

6 of changed circumstances where the contract originally

7 envisioned doesn't fit the circumstances you find yourseld

8 in because of an unforesean situation.

9 If we were not able to agree on a solution to

10 that kind of problem, this could be taken to arbitration.

Q Does that represent another alternative to with-;;

12 drawal or agreement? -

/

A Yes, it does.13

Q Is the provision for compulsory arbitration still14 :

1

i ffe t today?
5

A Yes.I o, -

7 Sir, could you tell us the impact that ecmpulsoryQ

1

arbitration Would haVe upon What yQu proViouSly dOBcribed

as a veto power of one member over the others' actions?g

20 Well, it certainly does constitute an alternative.A

And the parties who were trying to move or take action. could.

.

go to arbitration as an alternative to withdrawal or

'

reforming the pool in some other way, or something of that- 23

sort.
24 .

|

When I was listing citernatives, you are correct,23
,

|
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1 I should have included it.

2 O Can a company that doesn't like the rule of

3 compulsory arbitration still withdraw from C.UCO? I
,

'

4 A Yes.

'

5 0 What triggers that cc: pulsory trbitrs. tion
,

G' mechanism? Can ene party individually request it?

7 A I believe so, although this hasn't been used and

|8 i it was a long time back. It is not a part of the contract ;

I
O that I*m right closa cn. But I believe that one party can :

to request it. You can cortainly review the contract, and it'

t1 speaks for itself.

i

12 Q When did CEI appror.ch PJM7 Do you recall?

13 A It would have been after the Seneca Plant ' vent i

14 into operation. Seneca is the jointly-cuned plant with
i

15 Pennsylvania Electric Company. And before we joined the [
!

1G CAPCO pool. !'

!
.

17 It would have been 1953, '64, possibly early

|18 1965.
|

19 Q What was the state of technology in terms of the

20 largest scale unit that could be built at that tima?
a

t i
! *

21 A About 900 megawatto. I think Con Edison may i

22 have, probably did by that time, have their 1000 megawatt Unit.,

!
- 23 which was the biggest in the world, and many people thought *

24 too large. I think 900 was the largest that anybody

else had committed.25 ;
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1 Q I believe you testified in response to one of

2 Mr. Hjelmfelt's questions that extra capacity brought

3 into CAPCO would not adversely affect the other members of |,

4 CJWCO , is that correct?'

5 A Yes, that's right.*

id 30 6

7

3

0

10

11

12

13

14

13

1G
'

17

13

'
10

20

*

21
.

.

- 23

24
;

25 |

-,
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tw1

O How would you go about bringing in dict capacity |
It >

; to CAPCO? |

.I
..

3| A Wall, I think his hypothotical c::cmple vaa, if i
-

|>

4' us went jointly with scr.cbody else cutside of CAPCO and !.. .

committed a unit thero itself, and them came to CMCG cnd'

i

G' |
said we have this capacity, I think that is uhat we ! ara i

, *
.

i7i
; referring to by bringing it into CAPCO. ;

!'

0 I
; G Would you be credited for that capacity by CAPCO?
.

.

Well, that is the ctastion. I might illustrate, |
'

| A
t

if I may, with another exaicple that is noro real than' !'' O ''

' '

;' t
! hypothetical, and that is the c.ituation some yacra cgo whan'

4

y~i )
! we purchased a pcuer plant, an s:cisting operating pcVer |

!
,, ii
'" ! plant from the Union Carbide Corporation, about 200 megawattu j

t >

;4| -

i or so.
.i

At the timo, we did'it unilaterally, and us did.f t |'" *
.
l

- ask CAPCO if it was all. right crus to buy this plant. |
.! |

'
| We did come to CAPCO to discuss thn o,nestion of''

,i
,

*I how we would get credit fo[r it. Thern asain, wa needed '

# give-and-take flexibility, becauce that isn't provided for j
.
i 1'to in the memorandum of understanding cither.

0

What was finally worked out, in essence, was that 1
-("I>

I )
1 ;

~o.

to the extent that CAPCO was made 1cag by thin entra. '~

-

22' capacity, we would not get credit for it. When the time
# arrived when CAPCO need d additional capacity, we would then

3 start taking credit for it, us would start using it, :tako -

,

I |
t I

t !
'' |
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i
i
'

b i2
I it available to CAPCO and CAPCO would give un credit for it.

1;
1

'Ihat was the result of a cort of cd hoc working out; Taere is

s

,- nothing in the manorandum of inderatauding that actually
,

a

f d.eals with hcw you handic that hind of situaticn ner ia :ny
*

o, ,
,

*
of the other contracts.

. a-
Tht is an unforecaen item uhero the partica,

got tegener and caid, well, hcu is the best wcy to deal

with this?
3

g Let's go back to M.% IIjalmfelt's hypothetical.
9

I If you cama to CAPCO with 400 angauatts of poner which

you acquired as your share of half of a joint project 0;J
11 '

somebody ounaide of CAPCO, Ecuid t.hst result in the other
M

CAPCO members having to take a large,r share out of the
13

next unit than they would havo otherwise, if they agreed to let
14

that 400 rcegawatts be credited to ?our comoany?
15

A. If they agreed to credit it to our company, then,
16

of course, by crediting to our ' company, they credited it to the
'

17

total CAPCO Pool,as well, and the result would ba the inversa
in

of what I was discussing with the Chainnan about Duquesne
19

-Light and a reduced load. '

20
In this caso chu 2.csulu of extra cape. city fcr CI:I ani*

21
'

-

CAPCO pool, would be that the next Unit uould be smclier
22.

. or later.
?2

O What if the ne::t unit was incincnt, that ena
?A

would assume if one was coming in with 40'O megcuatts in
25

hand. In other words it couldn't be reacheduled or revised

L
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bw3
to any appreci d le difference?)

A. The operation of the buy-sell arrangement that we2

do in July f each year for the following year, hes a lot
3-

"

cf factors in it.4

5
-- - e inn ed sout som of h. Mohr 'of

.

the factors in thers is if the pool is long we don't change
6

the allocation from what it was originally.
7

So if this excess capacity, this 400 negcuattsg

makes the pool long, that it hac : tore capacity than needsd,g

* " * * * "Y~ * " " "" "''
10

,

would have no effect. If the pool naeded ths capacity,

then we would make the buy-sell calculation and the people ::aul i

be adjusted.

If they need the capacity and there is not,

# * Y
15

otherwise have. -

16 .

If they need capacity, they would welecma n.cro ti.an

they otherwise would have add:ad.

ES31
19

20
o

21.

22
-

.

e

24

| 25
I

|
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1 A By subsequent units, you mean units that arc i

2 committed subsequently?

a Q !!o , I mean units that cro prosent2.7 ccamitted j.

4 to come on line sabsequently"
.

,
5 A Absent the buy-cell, that is befor No had the,

G | buy-sell arrangement, adding or sistrccting ccpecity had nc
,

7 effect on anybody Olse at all.

8 We had committed the capacity and thct is what

D you got. And whether you had acre or less capacity wouldn't

10 affect the other companies at all.

11 As a matter of fact, the fact that it didn't was onu

12 of the reasonc some of the CISCO parties wanted to have sox 2-

13 thing Al'~ -" buy-sell arrcngsmont. They said it should

14 affect w m somehow.

15 0 can you tell us generally which years C!aCO

ic has actually been short and which years it has actually
-

17 been long cince 19677
|

13 A That data is availtble in many of our studies.
;
:

1jg I'm not sure I can go back over the nine intervaning ; |'
t

20 years and recall which are which. There are too many
*

21 numbers in there. I can't dc it from recollection. It is

n available in studies that have been dono.
.

1

23 0 Is it possible for you to say that there were c |
.

24 span of specific years in which CAFCO was chort out of that

25 period?
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g

cr3
|

I A There were a few yr.ars when we hurried to put in

2 what we en11ed short lead tima cap 1 city in order to uccid !
t

i
3 being short, or in order to n..nimize the shortage.

{
.

;.

, ,

.
'

4| Those years, I think, would have been la the ;

i.

5' early '70s.
~ ,

l

S', CHAIRMAN RIGLER: !.'c cre rchashing what ha sr.id i
| |

7 | this morning too much, I thinh, richt hare. It ssoms to ma I
!

O the lact couple of questions and ansucrs confisaed for ths

9 second time his direct testimony.

10 MR. CHARNO: I'm corry, Mr. Ch2 isaan. I was ;

11 attempting to get beyond and ece if there w&u any rccolle - ,

I
i

12 tion of factual material. I
t

i
13 BY MR. CHARNO: i

.

14 O If at the timo the CA?CO agree: tant van bGing
,

.

13 negotiated, CAPCO had b84n on notice that the City of k
i

is Cleveland would seek an interconnection agreement f::cn |
'

!

17 CEI, would that have had any effect upon your testi ony that
4

13 CAPCO really didn't give particular attention to the

1
19 possibility of the City of Cleveland's membership in j

.

20 CAPCO at that time? ,!
l

*

21 A I have difficulty, really have difficulty with
.

22 the kind of question that says if comething had been
..

- 23 different in 1967, would the discussion have been differeat.

2,3 I stess if that is the essence of the questien,

i
'

23 the answer is it probably wecid hava. The wholo thing was

|
:
I

!



,

l"r4 2 er s *s u n' f
" 'o

-w

I a difficult and corrple:: negotiation that invoired !.1 itindn
i

2 of considerations. The partier wtra not na close together.- '
. t

?.

f3 as they are new, and now ;o h:.v2 1::ta of diff rcn:ca of
,

6 ,

, i,

4 opinion, et cetera. !
,

!
'' 5 So I guass if you fns.nt sono ethar factorn
I

1
-

I'3 into the thing, it would havs aff:cted the namier. But t,

.i

7 go anything beyond that, and :ay hou would havn 10, c". |
|
,

8 cotera, wculd be awfully conjectural.

!id32 9
;

!
.s i
5J

11

t

12

13
1

!

14 ,

.

f

i3 -'

|
t

17 '

'10
r

9
!

23 I,
!

! |,

21 '

.

.

23*

21

25 6

I

5
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S33
O You did testify, did you not, that one of they ,

a primary ransons you did not consider MEI? es a possibin

3
participant in CAPCO is bocause they waran't interconnetetud ;-

!
.

4 with any of the CAPCO componies?
I

3| A Yes, that la right.
.

6 O So that if that circumshances were changad or

I
expected to be changed, would it be safe to asama thax you,

would give more serious consideratien to their nembarship?a
!

9| A Certainly, if they had c.ched to be a medor, we

would have considered it. Yes. -

. .g,
:

g|| 0 You testified this morning that the ntudies rrn

.g| by CAPCO shcwed very large reservas would be required on the

MELP systen. First, let ma nsk you, uho ran thouc studies'

13

that you are referring to?y

! A 'Mie Planning Ccumiittee o? CAPCO, which i.s
. i
:S j

i
j basically made up of one of the syu tem planning people freig

each of the comoanies. 4

17 I-

a What was the reason that such large reserves
,04

would be required on tho MELP cystem?g ,

f

A Primarily because of tho large siso of their jg
*

units, particularly their larga unit in relation to load,
,

and also because of the forced outage rates that we acaumed.

We didn't have data so we had to assuma what the forcad-

?.3

outage rates would be based .on general knolwedga, best judgier:[
,A

|
c

of our systen planning people.
; ,

k!

| i..
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bw2 g would the application of the formula at that
t

time have had a similar affect cr. Duquesns Light? j2
i

A Yes, to a loaner degreo. There unit was large !
3*

as a percentage of their load ed.so, so it would have similar-

4

; e f fect, though not as marksd..

5-

g Do you recall whether Duquenne Light, in fact,
6

was impacted in the manner that you have jrst indicated
;"

by its participation in CAPCO , or whether soco alternativs
6

arrangement was adopted?
9

A The fact was that au the beginning, and I thir.k
10

virtually every year since, Duquesne Light's raquired moerve
11

under CAPCO as a part of their load was largar thanthe
12

other companies. I think they ware the largest of any of
13 ,

the fourt then, and almost every year.
74

G Is that percentaga c.s 1s.rge as it would have.

15 j .t
lbeen calculated under the unadulterated formula that was '

-

16

applied to the City of Clevalend in your early s tufice?
17

A What we were doing in our earlier studies wcs '

iG
testing the proposed P over N formula. So that the fontula

19

was exactly the same. That is the formula we used in the
20

studies of possibility of Mani joining and the formula we used,

21.

in actually allocating among the others of us was the
22.

same,
.

23
We did adopt that formula we were testine ei th.

24

The formula was the sane. The numbora come out different for
25

.t
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1
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(,. .
~

>;bw3 each ccmpe.ny. One of the ::iq ! actors ic th'a rn':io cf.' ':hoq

/. 2

largest unit to the ayaton situ., Thet ucs tha moct ccvare ;,

I
*

3
i in Duqueane's case, and they got the biggest roaurvo..

a$ i

|
Muni would ha;a bcoa co::a covere ar.d 'rould hcru j.

!,. .: f

~| gottan a largar rosarve.
'

.1 :
3 :

G Is it your tastimony that there was no nerlifi- !
i i

7i '

cation in the application of thatformula 2.n orcar to 12ccen thoj.-

a' i !
'

|
burJen upon Duquesne Light? |

9t
i

A. In 1967, ucr..
10 ,

t

g} I maan, yes, that f.s my tactimony, in 1967.

Later this whole buy-sell thiny developed partly ac a rasvit |
i

g-
.

. of Duquesne's request, h'e Oro ':alking about the formula f
'

f

we used and adopted in 1967. S'hc formula was not r.cdifie63

.4, .

I

'* j to lessen the burden on Dquen$.e Lf.ght.
-'
'

,,

; ,

|
'

.-

is.

17 | .
-

,

, :

13 ' t
1

|
so 1

i
20 j

, .

'

21

i
. P.2 !

i* i
Ed f

I
o
t

?A ,

f

25
,

-

'

I
i

i
,

' x-
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ar' I Q Aren't there different ways to apply ths P li formulp?/

2 For e:: ample, by taking into account different

3 sizes and numbers of hypothetical units uhan applying.
j

l
<

4 the formula? i

,' |2 A It is a very complicatsd formula. 'ics , there

I3 are different kinds of applicntions.

7 Q Do those have an lupact upon the amount ofj

8 I reserves that have to be carried?
!
'

O A Yes.

10 0 Sir, you proviously testified concerning the

11 ECAR formula for operating and spinning reserveu. Could

it you describe that formula for us?

13 A The ECAR formula, I'm not familiar with the

14 intricate details of it, but the basic concept, it breaks

15 | operating reserve into two or three pices. |
'

13 One is a spinning reservo component, which is

17 to be available to be loaded -- actually operating on ,

la the system. That is a straight percentage.

10 Then there is a percentage that is to make up for

20 the possible loss of generation on the system. And that

.' 2! is not quite a straight percentage. It reflects th. I

22 unit sif.es, et cetera, but it cads up being a relatively .

1
-

! small numher, that is a couple of percent total.23-

24 Then there is a component which can be, which need

f
'

not be spinning. It can be in standby capacity that can be;3
|

| 11 .
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I started within a certain period of time,10 minutes, 20

2 minutes, or something like that, quick start capacity

3 uhich can be counted..

.

4 Tho sum of these throa pieces is the total

*
5 operating reserve which turns out to be a nurrber en the

,

G order of 7 percent or so, very alightly on the basis of

7 some of the other consideritions.

O Q Is that pere,ent more or less equal for the

0 different members of CAPCO?

10 A More or less, yes. ECAR applies it to CAPCO

11 as an entity from ECAP.'s point of view. But CAFCO does

12 divide the operating reserve moreonr less equally among

13 the companies, basically on the same formula.

14 O And does it ccme out approximately 3 percent

13 spinning reserve and 6 to 7 percent eparating reservc

1G throughout ECAR? -

17 A Approximately, yes.

13 Q By the way, does ECAR have authority to recuire

19 anybody to carry these reservas?

20 A No. There is really no teeth in ECAR excspt

21 the moral persuasion of one's peers to say if you are not'

4

22 measuring up to a fair standard, you ought to be; but they
.

23 have no teeth, no enforcement basis.-

24 Q When you received the City of Clevaland's

25 request for membership in CA?CO, had you thought of reading
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'

1 the things requested hoing ir the altantative rather than i

i
:

i as inconsistent w1th each other? !
,

3 ! A That had occurred us me, yaa..

I4 An a matter of fact, I had suggastad to our
! !

. t
5 people that we ought to consider it as an citarnativo, and !

I. '
.

5 that as a matt w of fact, all of tha c::plicits ware probably ;

i
7 more likely to be more what they wanted than nombarchip

G in CAPCO. If you considered them as alternatives.
!
.

9 Q Are you aware of cny request by CEI that ICLP i

10 request with specificity what it would like from either

|
11 CEI or the CAPCO members? '

t

12 A I think we asked se.veral times for them to be i

i
13 | more specific. i

'
i
i

11 Q Are you aware of any request of that nacuro |
;

15 prior to receiving their request for CAFCO membership? }
l

ts A No, I think their request for CAPCO memborahip^itas'
e

17 in essence the first timo they requested : tore than the i

!
emergency interconnection which we have been discucaing and !10 ,

:
1

13 finally resolved with the Fedsral Povar Commi::nion. ;
t

!

20 Q Is there any mannar in which MELP would have

i

21 determined the inconsistency of their requests absent a f
'

.

n copy of the meraorandum of understanding in their possession?
i
l.

g A They could have started out by talking with.

2,g somebody, ourselvas, or somebody else who is a member of

CAPCO.g

i

i
1 ,
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1 Q Would you say that CAPco ceroers ara protected

2 against the risk of a decreacing ican by virtue of their

3 membership in CAPCO?.

>
.

4 A Oh , no .
'

5 Q Going back to your hypothetical with the
,

'3 Chairman this morning, wouldn't, under the circuacQtncor.

7 of that hypothetical, Duquesne ha protected against a

3 decreasing 1 cad in terns of having overbuilt generation?

9 A Duquesne would be protected only if the pool

to were short. But not if the pool w re long.

I1 Q Is this then a method of spreading risk over

12 five companies as opposed to assuming it all unto one's

13 self? If all five go doun in load, you are in trouble:

14 and if only you do, you are in good shape?

13 A If only you do and everybody else stays on

gg the button, you are in trouble. The only way you bail cui,

17 if your load is less than forecast, is if somebody else h w

10 more than he has forecast. You are not guarantred a

19 mark if nobody needs to buy.

20 0 Are you aware of any request by BELP to

,' 2; Participate in CAPCO made during the pendency of the I

22 proceeding before the Federal Powar Corraicsion?
'

1

i A Before the Federal Power Commission, finni. 23

24 asking for membership in CAPCO?

0 Y*8'23

.
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1 A I don't recall any such, no.

2 Q That question would be to give you a timefraca,

3 rather than suggest that such a request had baen mado,

.

4 formally as part of the Federal Pcuer Commission proceeding.

3 Is that how you understcod the question?
,

G A I don't recall any in that timefrarae.

7 MR. BUCHMANN: You sure you are talking about

8 the right timeframe? When you talk about timeframe, we

9 still have something before the FPC.

I
10 THE WITNESS: Maybe I could make my answer

11 clearer by saying I don't recall a request for nembership.

12 in CAPCO before their letter of August 1973.

13 MR. CHARNO: Thank you.

14 BY MR. CHARNO:

13 Q Mr. Williams, would you say it is unfair or

'

13 inequitable to allow access by a nonCAPCO entity to
,

17 a single specific nuclear generating unit being planned

13 by the CAPCO pool?

19 A Would I say it was unfair or inequitable? You

20 mean unfair to the other CAPCC members?
~

Q Yes.21
.

22 A Well, I think if you have a jointly-owned

23 facility, you can't agree that somebody else is going to ---

you can't bring somebody else in without consultation21

with the partners.25

:

!

i-

11 !
. . . . . . . . . . . . . . . . .
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s

1 Q I don't think you hava the thrust of my question. I

!

| What I am asking is whether it is inequitable or |
2

;

'
3 unfair to allow access to a singlo cpecliic nuclear unit.

.

4 without requiring participation in all of the nuclear uni %s,

5 or in all of the generating units.,

S CHAIRMAN RIGLER: Unfair to whom?,

|

7 MR CHARNO: To the CAPCO merhars.

S MR. PERI: Mr. Charno, in your first question

9 you used the word " planning." If that is part of this

10 question, could you specify what stage of the planning you cre,

11 referring to in your question?

12 MR. CHARNO: I don't think I did use the term

13 " planning," and it is not part of this question.

14 THE WITNESS: The question of what is unfair

g3 or inequitable to the CAPCO partiac is hard to answer in

|-

13 the abstract. Sometimes in our shcp we have said in offect

17 if everybody agrees to it, it is fair; and if people fight

13 over it, it is not fair. That is an oversimplified

39 description.

.

29 To some extent, the attitude is a sort of thing. If

'

sornebody wants10 megavatts out of an 800 megawatt or 120021.

n megawatt unit, that doesn't affect anybody too much, so it is
.

23 not unfair to give it to them.-

24 If somebody wants 1000 megawatts, that is im-

raasonable and would be unfair on its face. . -

|25
1

|

|
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1 In between depends on a lot ofafacters, but

2 mostly what the rest of CAPCC thinhs in specific circum-

3 stances..

.

4 Q Did you testify this morning that fair and

5 equitable participation in CT.PCO units required each CAPCO,

G member to participata in each unit?

7 A Yes, exactly.

O Q What I'm asking is the convorce. Should

9 picking and choosing be allowed, or would that ba inequitablo?

10 MR. BUCHMANN: By CAPCO members?

11 MR. CHARNO: Would it matter whether it was a

12 member or nonmember, who was picking or choosing?

13 THE WITNESS: The whole CAPCO arrangement is a

14 tremendous complex of different censiderations and agreements,

15 and what-have-you. And as in any complex contract, when

30 the parties agree you have a fair centract, because every4'

17 body agrees it is fair.

;g If you went back and said we like clauses 2, 5, 6,

19 and we will throw away the rest of the contract, that would

20 be unfair. That is picking and choosing.

,' 21 If someone came alcng and said, "I wculd like to

22 take some of the benefits of CAPCO, but I don't want all
.

23 of them or the obligations," and so forth, picking and-

24 choosing of that kind is unfair and inequitable, whether it

!d 35 is by a CAPCO member or nonCAPCO member.g

_ _ _ _ _
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BY MR. CHARNO:
S26

3

hwl a Would .it be your testimony, it would be f air for

2| somecne seeking access to be rcquired to tcka access in all

of the CAPCO units, and then again fair cpplies to existing,

4
CAPCO members?,

*
A. What I think would be fair would be to tako the ;

6
whole CAPCO agreement. As soon as you start picking anil

7
chocsing among the clausos, you get farther and farther

fron waht is fair and equitablo.

9 If you are talking about taking a chare of overy

10 unit and agreeing to one-systea planning and agreeing to

d allocation by the P over N fomula and agreeing to cwnerchip

12
in the units and paying the bills as they corne due cnd -

23 compulsory arbitration, and all of the rest of the clauses,

M in the contract, if you take nll of that and agree to all of
3

15 that ,- I think it is fair and equitablo. As soca cs you take

16 some of these ought, you run the risk of not being fair

I17 and equitable, because it is a whole contract package.
..

18 Somepeople like some clauses and others like

I9 others. When you hammer out a negotiates contract, you get
20 something you accept in total, but don't necessarily

.

El accept every section of.
*

22 g would it be safe to say,then, admission to the.

.

23 CAPCO Pool for someone seeking nuclear access was more

24 equitable for existing CAPCO members than allo.iing the

25 chunk to be taken out of a specific CAPCO unit?

i

h |
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b'.(1 ,

I* MR, BUCHMP.NN : Can I have that road bach?
.

i
O' (Whoreppet;, t.he reporter road. the.: pe?r.ii.ng !

* 3 question, ca requested.)
,

!
-

;
4 THE WITNESS: The ff.: 3t part of that questica I j,

.
.

-
i

5! had trouble with. |
-

4

I
'

Gi (Whercupon, the reporter reread the pending ,i<

! l

7| question, as rcquested.) |
i

8 CHAIBMEM RIGLER: I don't undarstand the gestica,
t

9 |! and Mr. Smith doesn't either.

'iO ' B'l MR. CHAIGIO:
i !

H i Q. Suppose we have a nonCAPCO entity which ic |-
i )

12 ) desirous of securing a part of a nuclear unit being built '

i
1 '

13 by CAPCO. Which would be more cquitable frem the viewpoint
r i

14 |6 of CAPCO members? Bringing that entity into CAPCO or giving i
1

s !'i3 i that entity a chunk out of a npecific nuclear unit? !'
| !

13 i
'

A. Enat would be more equitable for the !

.

1
.-

9

17 ! individual mem? ers of CAPCO, they would hava to decido
i

m for themselves. If what the party wantad wars a chunk of
i

19 a particular unit and the siec cf - the unit was email- it mf.ghI
i
t

20 be a great deal simpler to say all right, take the piece |-
. 1

21 of the unit,than to go all of the rest of the businesa. !
-

!

22 And the equity may be substantially the.

.

23 same in any acase, if the sisc of the system end the site

24 of the' unit is small enough. T rying to determine the differer ca
i
1

25 between the equitics may--not bn .as significant as to what is tt4

.

w. I
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bv3
i practical answer to the request.,

S Docan't that allcw the nonCAPCO entity to shim the

cream off your coordinated developnant of generation, to
,

3
,

'

pick and chocse the best units?

*
A Yec, it does, and it well may be that the more

3. .

equitable of all would be to tell the system to go ahead

and develop its own oper aticns. That might be the most>

7

equitable of all in the hypothetical situation you are
3

citing.
9

0 Are you aware of any facts upon which CEI might
to

have - CEI personnel might have based a belief that MELF |
11

would seek to avoid joining in the existing or projected
12

CAPCO coal-fire plants? .

13 ,

A Would you read that cgain, please-?
14

(Whereupon, the reporter zhad the pending
15

question, as requested. -

16

THE WITNESS: I'talkod.about the differenca
17

in fixed charge rate which would mcke & coal-fired plant
13

less desirable to MELP than a nuclear plant.
19 4

This certainly is a fact that wond nake ma suspect I

20
- they would be less likely to ask for Memberchip in a coal-

*
21

fired plant.
22,

BY MR. CHARNO:.

23
g Was that option ever discussed with them, to your

P.4

knowledge?

| 25

i
..

.c .
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i

hw4 A. Not to my knowledge.i

'
0 Isn't it true that changecin what you have2j

3{ desc-ibed as the typical behavior of thr4 inductry concar.ing
-

i
wheeling have become -- have ccne about in ever-increasing4

.

frequency after the changes in technology whid have allowed.
5

the building of larger ' scale generating units?
6

A. To my knowledge, the total amount of uhecling7

in the industry is. still very cmall.3

By far the most co: con practico is to buyg,
,

,0| the power and rosell it.
2

11

ES36
12

13

14

15
.-

16

17

18

19

20
.

'

21

1

22'

|.

23 ;

?A

25

1

1

1
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arl 1 O Isn't it true that that is changing? Are

2 you aware of more companics who have permitted themselves

3 to wheel today than eight years ago?
,

*

4 A Yes, I think that is true.

-

3 O Sir, did you describs a prccess this morning where-
.

3 by CAPCO makas decisions with respect to the cotmaitment

7 of future generation and transmission in principle, subject

3 to confirmation at the last possible minute from the

a .evaluatio'n'of'the most recant possible data?
.

10 A Yes. Ordinarily we don't reach our dacisions

11 until we have the last possible data. But we certainly do

12 study on a continuing basis and 1cok ahead and what

13 the picture might look like next year or tho year after
I

34 .that.

13 Q You described it this morning as we think we

3,3 are going to do this in the future. We will actually commit

17 ourselves at the time we have the most recent data.

A Every year at least, sometimes more often, wog3

jg study what the load capacity situation looks like for the

23 coming 10, 15, 20 years. We will reach the conclusion

g it looks like we need more capacity in year X. Then we will
.

12 say do we want to get into a datailed, careful study of year

23 X, and the possibilities of capacity, et cetera, at this-

21 time, or is year X far enough away-that we want to defer

such a study.
3

I



. -

cr2 10,495

1 We discuss those kinds of things at least avery
|

2 year, and sometimes mora oftsn than that. j
'

l
3 Sometimac we will say it 1ccks lika that time is ;.

.

4. close enough that we better he getting ahcut a detailed
!

"

i3 study. We will start a detailed study of coal vs. nut: lear,
,

3 lake vs. river locations, et catcra, and out of that vill

7 come more definitive studies.

8 Months will go by to do this. Then we will coma ;

O up with a conclusion, are we raady to decido uhat to do,

10 or shall we study more, or shall we wait until na::t

:

;y summer's peaks are over to see if ve are growing at the
i

12 rate we think we arc.
!

13 Then we come to a conclusion, wa better decida

34 now to go with a unit in year X. f

15 Have I been responzive to your question? !

0 I think so.
'

13
|
1

17 Y u indicated this morning at one time CAFC0 [
i

decided to cancel Mansfield Unit No. 3. Then afto*33
'

9g examining the cancellation coats, decidad to put it in opera- {
l

tion,s) j,

Why did you decide to cancel it?*

;,
,

, .

e

A We dscided to calcel it becauce it uas part of
.

an overall review of capacity. We woran't far into tha.

3

engineering and design of the unit. It looked like the
,

total installed cost would be considerably more than we .

i
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I thought it was. The econcmica lockd ca thaugh one of the,

|
2

| best ways to save money in the total plan was to canc21 tha

h
'

3 unit.'

.

!
i

-

4 : You see, the notivation of this particular study
!.

5 was to reduce capital costs because seme of the companies
,

3 were having trouble raising tha money.
.

7 j All of us were having trouble, and some we.:e havingj
i

iS more trouble. The objective of the study was how to
.
.

I

9 reduce the total capital ficw.

10 It looked like the way to do it was make come

11 deferrals of units and cancel Mansfield 3.

12 After we got into it, we concluded wo didn't i
!

13 save as much money as we thought we would because of uhe |
.

I
14 cancellation charges, so we reinstituted Mansfield 3, cad

13 we deferred other units to hold down costs. ,

i

18 13 Q When you originally did the study to datornine ' ;

;

I
17 that you should cancel Mansfield 3, did you infer you stolid i

la defer some other units at that tima?

19 A Yes,

i

23 Q What units were those? i
!

I[ 2; A I have a tablo that lists this precisely. We --

22 I believe it was at that time that we slipped Perry 1 and 2.
.

23 And Beaver Valley 2.*

21 I'm not sure about Mansfield 2. Wa may hafe

23 deferred Mansfield 2 in that study, tco. I'm not curo.
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I Q Was there any reaccn that the conclusion of th2t

I first study was to cancel the fossil ctit and to defer

3 the nuclear units, rather thcn vice verca?.

.

4 A The primary reason for that was tha timing.

5 .Mansfield 3 was at a point where we were going to bagin,

G spending dollars in a big way on it.

7 Our objective was to sava dollars in the early
|

5 stages. So that -- I'm trying to get the timaframa right

9 here. I think those studies vero mado at the end of '74

10 and early '75. Our objective was to rcduce capital

iI expenditures in '75 and '76.

12 So wo looked at the cash flow by units for --

13 all of the units for all of the years. He said, how can ua

14 get the biggest dollars out of 1975, and the biggsch dollara

13 for any unit, 1975, were Mansfield 3.

~~

13 That was one of the main reasona beccuse our

17 objective was reducing 1975 dollars.

10 0 What impact, if any, did tho overall costs of

gg operation of the nuclear as cpposed to coal units have in

23 those calculations?

[ 21 A It was really quite a secondary consideration at

22 that particular study. Our real motivation was cash flou
.

I 23 dollars. And the operating economies were quite secondar?.*

2:1 Q You testified this morning that the Decar.her 7,

25 1973 meeting was callod to deal with the then-current
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i
!

I situation. What did you have in mind by usinJ tlut tnm? '

;
'

1 ! A The status of the discussions with Cleva.'.nad 7hni
. ;

'3 and of their rcquast for maricerchip in CAP"O..

. .

'
4 O Was there any cther subject d.tccuccca ct 3:.r.t

,,
,

.

5 |! meeting to the best of your racollsctior.?
-

|
.

,

ai

3 A It was about that tima, and it may hava be m c:
,

i
I

7 thet same meeting, that wa discucsed thic pendir g hee. ring. j

t
3 That is the antitrust hearings before the Mncleer

,

D Regulatory Cc:::nission.
4

19 I'm not sure whether that was on the agcud.: et that-

;i same meeting or not. It itust have been at about thtt tiira

12 that we were beginning to talk about respcaso to that situa-
.

'

13 tion.
.

11 O Sir, can you tell us the last tilaa tha C"I fcu t-
,

'
;3 megawatt unit was in operaticn for .ny pur;cse othar - hrn

13 testing? ~~

17 A No, I don't know. That would b3 in our .'p. muting

13 records, but I haven't rovietced that.

19 Q Was it your testimony this morning t".at you

23 believed that CEI would wheel power out of Claveland cn

,' 21 the same basis as it was willing to whcol powar into
,

22 Cleveland?
* ,

23 A Yes, I said that was a personal opinion, not
|

*

-,

y based on any corporate discussion of the 1.cuus, even. |
!

Q Now, with rospect to wheeling potfar into MELP, did '25

l
:
e
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i you testify there was a first right of refusal by CEI?

2 A I said that we uould be willing to cheal on th 2

+ 3 same -- power to IIELP, if the capacity vero availtblo to
.

4 us, on the same terms and conditions.

19 . 5 Q Well, the way you envision that it uculd givo

3 you the right to first refuse that pouer beforo you wheel

7 it to MELP?

G A *That question hann't actually been put to na that

9 way. I'm not sure what our position is on that point in
i

10 negotiations.

11 As I mentioned, I'n not perncnclly involved in
I
s

12 these negotiations. I really don't know the ancwcr to that

13 specific question in terms of what we have said or would say g ',
i

14 in negotiations, f

15 Q Is there a right of first refusal when ycu cre '

13 engaging in buy-sell' transactions where you buy from one '

17 Party and sell to another party?

13 A You are talking about the typical, such as the

19 Ohio Power to CEI to PJI! that we were talking abcut this

23 morning.

[ 21 Q In this type of transaction, is there a right

t

22 of first refusal?
,

.

} 23 A Yes, there is.

24 Q Could somebody rely upon those buy-sell

25 transactions to provide an alternativ'c source of firm
t

i

|'

. ;

L i
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1 bulk power supply?

E A Only if the contrte:t provided for firm hul:: power

3 aupply. That is, you can make that kind of a transcc ica !,

.

4 as economy interchange or you can make it as energency, or
' '

3 you can make it as firm.
,

G If you made it as e firm power contracty you

7 could rely on it as firm power.

C If you made it as an economy transaction, you

o couldn't rely on it as firm pcwer.

10 0 This morning in response to a question from

11 the Board you indicated that you had not -- you, bein<J CE: --

12 had not been requested to whec1 between the City of

13 Painesville system and the MELP system.

14 Are you aware of any requests by either of

15 those entities that you file a schedule that would

!G require you to wheel if you hnve the capacity? '

17 A From one system to the other?

ts Q In general.

13 A Cleveland Muni has asked us to wheel PASIri

20 power to it. I'm aware of that request. If that io the

*

21 kind of transaction you are referring to, yes, I em aware of
,

29 it.
,

.

23 Q I'm asking if you were aware of a request by

24 either or both Painesville or MELP that you file a tri.nsmis-

25 sion schedule which would commit you in principle to wheel

,
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,

1 if you had capacity available at torms and conditions

2 which would be subject to regulatory approval?

3 A I thought I said yac specifically, I'm awara,

.

4 that Muni has asked us to whcul PJO.IY power undar those

5 terms.
.

S Q Are you aware of any request by Peinesvilla?

7 A No, I'm not.

8 Q Are you aware of a more general request by ZEL?

9 for wheeling than the request for 9heoling of PASNY pouar?

10 A I think they have csked for uheeling on cort of a

11 general basis from anybody, anywhere they might want to wheal

12 from.

13 Q Would that be subject to the capacity

u being available in your transnission system?

13 A I would presume so.

40 gg Q Why would you prestre so, sir?
'

I

g7 A Well, quite clearly, if the capacity 10 not

13 avail &ble, we wouldn't be able to do it. Of ccurco, na

39 could build a line. But I'm not avaro that they have made

2*] any suggestion that we build any linos. 'facy did at ene tina ,

,' 21 propose they build lines out to some of our 345 kV cub-

22 stations, but I'm not aware that they had asked us to build
.

23 any lines.

1

24 So if we are not going to build any linen, we

3,- have to have capacity available in order to wheel power over
-
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I the existing lines.

2 Q Has CEI ever offered to wheel poWa.c from

3 PASNY to MELP?-

.

4 A No.

3 Q Earlier you caid that in the transactions between.

G AEP, CEI to PJM, you all got tonefits. Uhat wara the

7 benefits received by CEI in that type of transaction?

3 A The dollar benefitc?

O Q What was tha measure of those bencEits? Do you

10 recall?

11 A Generally speaking, we uere talking about cn

12 economy -- a pair of economy transactions. Thu AEP

13 costs were less than ours, and ours were less than PJM, then

1.1 the difference between AEP cost and our cost for gene::nting

i

13 the next kilowatt hour would te split 50-50 between the two

'

t3 parties.

17 They would get half the dollars and wo uculd ge.t

|
13 half the dollars of the dollarc sa'vings. I

I

19 The next tNnsaction babween CEI and PJM, because

20 we would generate cheaper, we would split that differenco

'

21 so that PJM got half the difference and CEI got half the
.

n difference.
.

23 The total measure of the benefit to CEI of the

24 transaction would be half the difference betwacn the HEP

and CEI cost, and half the difference between the CEI and23

,
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1 PJM cost.

2 There would be no transmission chcrge fer $is, i

3 Q Mr. Williams, are you aware of any rule ntn, or.

.

4 6 any time back in 1967, which used the largest single
!

[ '5 down - pardon me --the largcat eingla unit dos conca:pt

I
G of fixing reserves? j

;

i
7 A I'm not aware of cny. Although tharc are a i

I
.

8 number of pools uhich I don't know what thair critoria is, |
!

O so there well may be some.

10 Q Is that primarily a method oi' datormining ,

i

!I reserves for a single system? f
12 A Yes. Although fewsr systems are using -har. i

i
I

13 kind of a method now than were using it cay a quarter of c

|

14 century agao.

15 MR. BUCHMANU: I didn't catch the laat few words.

13 THE WITNESS: I say fe;ter systemc are using it nou |
~

17 than they were say using it c quarter of a century.ago.
|

13 MR. CHTdulO: I don't have anything further. |

I
19 Thank you very much. ;

1

20 CHAIRIGN RIGLER: Lot's take 10 minutes here. I3

i :

^
21 (Recess.) !

'

i I,
:

il 22 MR. BUCIDfANN: Mr. Chairman, could the record !
'

1.

23 reflect that during the break we ascertained the docu '.ents ! l
i

|

24 to which Mr. Williams had referred prior to his

8

25 examination, and I found out what he was talking about. ,

!

i
I

1 I



cril 10,505

1 They arc all exhibits in his casa, and die have shown them

2 to Mr. Charno.,

3 If Mr. Charno wicM s to interrogate the ui':neos -
,

.

4 further on that, it is fino with me.

.

5 MR. CHARNO: The Department has no furthcr
.

S questions based on the documente.

7 BY MR. LESSY:
,

8 Q M: . Williams, I have dictributed and place 1 in

9 front of you during tha break a document t;hich is 16 :pages which

to bears the notation !!RC Staff E::hibit 214.

11 The front sheet is a letter or memorandum

Vaughn C. Bradfo d to Mossrs. Rudolph, Arthur,12 from r

13 Mansfield, Semmler, S-o-m-n-1 e-r, and Davis.

14 It is followed by 15 pages of charts. We have

15 had some Xerox problems today. The letter and the 15 pages of

13 charts ought to be red-lined. '

17 I will ask you to take a look at it and I t>ill

13 ask you a few quastions about it.

19 (Tha documents referred to war

20 marked Staff E:chibit 214,

-

21 for idec.tification.)
.

22 MR. BUCHMANN: Whet did you red -line, Mr. Lessy?
.

23 MR. LESSY: All of it.

24 BY MR. LESSY:

0 This document sets forth the structure of the25
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1 CAPCO organi::ation charts, according to the lotter as of

E October 1,1973, or Noventar 20, 1973.

3 In looking through the 16 pages, sir, I di.1 not,

'

4 find your name as a member of a coimittee or a groug -
4

5 Am I correct in that?
.

5 A That's right.

7 Q Now as of today, cc.n you toll us which

8 committees or groups you are a member of or an official CGI

e delegate to?

10 A As of today, I'm the alternato to the executive

11 committee on the page 2 of 5 t.t the top. It reports in

12 1973 Rudolph, member, and R. ii. Ginn, alternate. As of

13 today, I'm the alternate.

14 Q When'were you so dolegated or appointed?

15 A I was designated in that position at tus

1G beginning of this year. ~

17 Q Would that be Janut.ry of 1976? Is that uhut you

13 mean by the beginning of this year?

13 A Yes.

2') Q Now, all of the coremittees, as I road this, hava

21 an asterisk in front of one member. In the case of 1973, at
'

22 least in the cast of the executive ccmmittee, it was Duquesne
.

23 Light, and the legal committee was CEI, indicates chairman. )

25 What is your understanding of the function of the j

25 chairman, if it is the same for each of the committeer?

1
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|

1 And if not, you can er. plain the difference.

2 A Basically the function of the chairnan is !o ,

!

3 call for the meeting, arrange for the detailc, and. presid2.

.

4 at the meeting to keep it en r.n crderly basis.
.

5
.

In the case of the executive committee, the
..

6 Chairman also designates a cooretary who records the minutes.

7 I'm not sure on the various other committecs. Some 02 th?.m

8 keep minutes and some don't. Some the Chairman writes the

9 minutes.

10 In the case of the. executive committt:c,the

it chairman designates a secretary.

12 Ordinarily it is a lawyer from his own company.,

13 that is the typical anangement.

1.$ Q So when you attended the executive ccmmitteo

15 meetings for CEI, you were attending other than in the

13 capacity of either an official up to 1976, you were attending -

17 other than in the capacity of an official designated or

13 as an official alternate designata; is. that carrect?

19 A That's correct.

2g MR. LESSY: I uould like to move into evidence

- Staff Exhibit 214 at this time.21

CHAIRMAN RIGLER: 17 earing no ob-jection, we willg
.

* *23

21

25
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i | (The dccuments previon:ily
;

I2 marked Staff 2nhGilt .).14

*
3 for id2ntification, wore ;

.

4 received in evidence.!
.

- 5 3'? MR. LESS*1:

3 Q Now if another uti.ity ca.me into CAPCO tod.ay,

I
7 from CEI's point of view, won..dn't it he possible to start

G that utility's financial obligatinns from the presec.t or say

I

s from 1975, and not to go baci to its financial respon;;ibility

10 for fixed charges, say, from .967 or any other date?

11 A It would be possible, ycs.

12 O Would you be receptive or reco:riend going forward

13 on that basis?
i

1 MR. BUCHMANN: Cot 0.d I hear tha preceding

13 question, because I must have mis:cd comething.
. . .

13 (Whereupon, the rti.orter read from the
9

t

37 record, as requested.) j

13 TIE WINESS: Certainly with respect to --

1) I'm not sure I understand ths. quencion. I said yeste:: day

2) because anything is possible. But in terms of causing a

21 value judgment, in terms of whether I would reconmend it,

2? if you are talking about another entity tha'c ca:ita in and
.

23 wanted to have a part of the output of a unit that is new

g under construction, I certain.'.y would not reconmend doing

that unless the entity who cae.e in was willing to pay the costig

t
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bwl ! BY MR. LESSY:

. 4 With the smce thotr : in mind, if t utili~cy

were to corre into CAPCO cc a .'il v.enber tedcy, not pichin;. ,,a,
-,

and choosing between particula. ur.ita , uhat wc uld ha y au :

.

recom:nendatica as to whether of net it would be necoccury for'

- 5,

g| that utility to go back to sq '67 to pick up the fi:as 1 +

f charges from that date or any other dato in the interia?

A Are you suggesting that thiu utility uould, uhan
S ,:

' i
! he catae in, be entitled to cap:u:ity in unite rot und.or
-

!'9i
,

construction or only in futura units that have not haca I

committed? '

11

g Iet's do it with ind.ts under construction.
12

A If the units are un '.or c:nctruc'clon, and tha rcoaey
i3

has been spent, I would certainly expect him en -joininJ to

j pay his fair share of the dol.i ara that hava already be 2n
15 ;

-

spent.
16

i
; If I am going to gi're up part of tha capaci'..y

i7
that CEI already owns, I wculd expect to be paid fo ;it.

la

O If that entity were willint to pay itc fcir chara of
19

ownership in units, say, in the early CI.PCO unita, say
20

*

Sammis 7 or Eastlaka 5 and if it did pay its fair chara,
21

I
do you feel that would be a reasonable r:ethod of allocating

22i

the new structure?
23

MR. REYNOLDS: Let ne have that bach. I'm . laving
24

a hard tima understanding the question.
35

0
,

I
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units I would be inclined to daubt it. Also, of courso7

2| your question sort of curmisen that Detroit tc ctay ti".h

5| the illustratien hcsn'u built .:ny capccity of its own fluring.

;
t.

.

this time,which isn' t a very r:cd assumption.4
.

, 3 If they would come in, they would probchly
I

g' ccme in with enough capacity for ucu and they wouldn't

7 need .the extra capacity in all of these old units.

S Again, we have a ve:.,/ hypothetical and very

9; unlikoly situation, but I think the ansuer is that wo uould

g not be interestad in celling cut our interests in existing

g opersting units to Detroit Edir:cn, if they . car.2 and .thay w.mted
'

to join the pool.
1,s.

is , The middle ground between that is where e unit isO
1 -

i'

. two- thirds under construction. Suppcse Detroi: Edican '
Mi

wanted a pioca of a unit that was tuo-thirds tr: der
_-

construction and was willint to pay tiv: ccsts,,. 62

Would you be willine to go forward on that hesic.?
!_fi

i
A. We would have to lock first of all as to unc ther na18

. had the capacity availeble. It depends en heu much Datroit19

Edison needs or wants in those units. Ma heva uc loc.i Eug
'

what is the benefit to us of this whole transac'd.on. Escause,2;
.

obviously, nobody is interested in celling assets thct Sear

costs. You are not in business to buy and sell ascetc at

cos ts .
24

So what do they want, ha';e we got it for salb !

:15| ,

.,
!

I -

1

!
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lo ,na
ins

sell to a municipality at cost? Nchoc'U dcOS it that way. Ic
i

#

I, is kind of hard to hynethesize why we would wtr.B to -- what the,
-u

t

.
' basis is under which we uculd ac11 a part intu an%in uhr.t

.3 .. .

. . . . . .

,

ve were building for car cwn nurpo:c. .

4
.

G I thoughtycu snid :,rou uculdn* t want to sc11 oraer-g

ship in a seven-year old unit, bacc.uso you cot:ldn't
.e

recover your cost. I uccd Sacais 7 or Ecstiche 3. Xcu
,

couldn't recover your costo uith an dldar unit than haf hosn org

line.g

A. No, I was sc.ying tra had haEGn n. lot of rdch to
O

gdE a unit whene costs were no t kn:nn and tia coul6 nac no htnoci.
7,

and maybe a disadvantaga to giva up the capaci.ty.
12

t

If we need the capacity, cnd we give it no '--

13

we would havo to buy it at higher cost, because of
g

.. inflation in a new unit.
It

O Now, you are recovering your cost .r.6 a intit ice e.uc-
6:

thirds under constructdon. Why uculdn't you be villiz.g .;o
.s)

.

sell it en the basis of racovcring your costs.
48

The financial risk: would have bea2
g

re ver d by the alscunt ths.t you were paid.
20

' ES42
21

22
.

23

24

25

_ ._.
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1

c.rl! A They might or might not. You have taken some

2 risks and some uncertainties. If the unit was going to bc

3 extremely expensiva because c? zoma unusual circumsta2ce
,

4 or if the project was going to have to abe abandoned, to +

'

5 take an extre:ta case, then I prestrac this hypotheticai
_

6 municipality wouldn't be inte. . sted in buying a share ofw

.

7 thct one, but we would be st tick with it. We took co::e

8 risks. The one that is thres-quarters or two-thirds finishad

s has some risk ahead of it, bt.i. it has some riska behind

10 also.

11 I don't coe any 1cgical reason why we should sell

12 it unless it is excess for uc, I don't see any reaso:1

13 why anybody should sell at cort unless he wants to sell it.

14 And generally speaking, if wc sell then capacity toda:7, we

13 will have to buy something in the future at a higher

1G cost because of inflation. '

17 To sell you power now cr te sell a municipality

la power now and buy sore more in a future year at a higher

10 cost, we would lose money. |
I

i
20 Q If we were in execca capacity picture, would

|
I

1

21 that change your answer? I
.

]

22 A If we were in excers capacity, wa would look at
.

23 the economics over the life of the plant. Ha might want )
|

24 to give up the excess this year. We would have to study |

25 the cash flow and overall economics to determine whether |
!
t

! j
_.
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1j my given specific proposal r e d: cirt_ble or not.
!

2 !! Q Ragarding economis of scale, you testified, I
!'
i

3 I believe, that AFP and the Mic4 ige poc1 and PJM poci, cs.

:1

4 11 well as CAPCO, are alr2ady 1: Ec caough tc enjoy all of the
i

t
3 | economies of scale? '

~

i

3Y A Substantially, yer j

t7 Q Where would that 1.nye other utilities 1ceated in
|

3 the areas served by mal ~rs of these pools in to:ss

3 of their access to economies + f se. ale?
I'
i

13 A Well, basically, C at .. caves them in the p.asition !
!
i

11 where the best way to get the : e econon:ies is to deal tith '

12 the pools or the individual c i mpar les on some bacis or

13 another.
,

.i -

1! ! Q Now with respect L- pa:-ticipation by !ELP or !
| !
'

13 Painesville in CAPCO, if thc2 ti.';. entities joined to Tether.

13 either as tuo or with others as a group, and jointly shnE2 '

17 the responsibilities of CAPCC n.cmi;ership, night that be a

13 way for the systems to practiutlly.participata in CAP 20?

13 A By jointly share iteir responsibilitica, y.>u

2) mean pool together and have ci.e st_aff of people as

*

2; members of the various coramit ces., and so on?

21 Q Also their engine 4 ::ing assets, their plent.:, their
.

23 economic -- ther ability to 2: nance, their personnel, just

2; treating them as one system, :he vay thst Ohia Edistan anf. its

21 subsidiary are.
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a

: conceive of it.

d I can't imaginc th?y c:ald delegato it to an
,

3 engineering fir:r., and the engi at3cing firm could spaal. far,

-I all of then.

.

1 DY MF.. LESS'Z:
.

3 Q Could they work topather to fulfill things

7 jointly in organization?

3 A Yes.

- Q And they might bo ::le to ecmbine uhnir ret ervan?]

10 A If thsy had a tran ais2 ion network

9nd43 1; connecting thsm.

il

13

M

il
4

u i! -

I
.

17 i
i
.

h

13 f
l-

.'

It
-

2: 1
I

22
,

23
I

I

21
,

23 ,
;

$

1

I
a
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544 i
4

bwl 1 | G How about if they ha I 9 heeling connc ching .:: ham?
!

2 Either whealing cr trancmisci w ?
:

3 A Elether the trans:r.r...' :ica .ncr.rork bclenga tc*

.

I
I

4; them or son:ebcdy else, if the _. :tuorP. e: tints , t. hey cc-0 i
- i ;

- 5| pool the reserves among cach c'. ar, |
ii

f

6 G You tactified, I bec .cva, that the cutage ofI

an 85 megawatt unit en MELP's c rctea wouM impose a hetvy7

drain en the CAPCO Pccl; is tha: correct?g
,

I

n| A Well, I'm not stro .leth2r that in
~ ; , ,

.

precisely what I said or not. ': nt I meant vac it woald take;0 c

from the CAPCO Pool a stbstantr. d portion cf bS:LF's 1-xd.g

That IGLP would t".hc a nubstantial portion cf
12

their load frem the pool. I tilink .; hat I said uns abatt
13

75 megawatts worth.g

to_ ' With a 100 megawat: load that is 75 pcrcauc. of thair.

fIcapacity.g

i G Would that 75 perc:r. ;: of its capacity be a !
~

.. i
!
'drain on the CAPCO pool?

,03

A Well, it would be a drain, but net a covera ena
m.. ,

I

orn a se ons one. NCO : m got 75 megs.h ,
20

.

obviously.
~1,,

g Do you know the inat allation sizes of sema t..f theg-.
,

|

individual short lead tima cap: citu units that the CAPLO"23
1

companies have and are instalU ng?
,

,

A The short lead tima capacitv have b.:en I
.*

25 .

<

4
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|

|'

bu.' i running -- we ;1a, e bought. .:u2c.. .plc unita in tha rangi 23
1

25, 35, 50 n.2gawr.tts er nore.

j. ,
'

i G ithat dc you mer_1 b; r.h;:iple units 7
>

f 4

* t

. | TJor.v. cften ne dacic. c & > buv. tuo unic) or utreeA

'' ' i-

; tnits all in one decision
-

.

-ty

! O Wall, let's seo,uon .6 c tch of tha units hr.
''

25 megawatts?

" A I thirk at ene tim C' 2 decidad to build . n , 25 and2

}
Y | enother titre cor. cone dacided :c i.:iild three, 3'i .

.

'm~
G Do yet knw of in:n.11: : ion cf CAPCO matburs ci

~ I- ~5eTan megr. wats of electromcde alc.lecol units in the S//.?
. , ,", program?

:

i3 A I guars in the very ear'.icst enes somo of tie -

r

|h4 companiec were still concarnec. . bout this black

B capability that I was talking hon:. I menticned we
.-

16 had a four rcegnwett diesel for the purpose of starin.; Mic
o

l'7 Lakachore Plant in case there vas no pcrear available.,

!U Ssme of the ecmpar.i m c.acided it would be i.1 their,

W cwn intorast to have the short. letd tine capacity scat:eled
30 at the various plants, so ther corld do that black n ca 'c

.

IM capability without the need fe : trc.ncmissicn. They bo.tght

3 small units primarily for thc4- rencon.,

33 G Do you know which a spnny this was?

.M A I believe Duquesne tid : hat,

.25 G Ncw, under the CAFG ' cniculation, would (d c- Jo
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i. 8,
'l f

'! small units ha a credit to the }j
: d crpacity? I

-

6
1

1 tA. Yes./. ;y
*

:
It '

, , ' MR. LESSY: No furti ar c:nxtions.,
|

*

c -
, -

a ,
,
s

MR. DUCHMAUN: I ht 'a a few quenticac., !&
.

REDIPS.T SNX4INATICN
- 5

3Y MR. BUGDJXHh
8

i
Q. Mr. Williara, short:.y hofora lunch, you wer;- !

;7
i

talking about equal cercent r.3 3rve cyaia:a cc i
- <

6 +

contrasted to the P cver N cya! na you hava need.
9 I

,

You said that P ord: N t ck into conciderd:3 on -.0

number of items that the equai parcant reserve cyatcm did not,
u! :

You referred to, for c::amplo, .12 cite of generating csoncity,
-i:a|,
-

Why is the size of gancrating :. pacity pertinent in this
is

analysic at all?
!m
1.

1

A. Wall, in fact, if a 2 nit that trips off,iz 1.1 iis
I

trouble or a uni ~t is taken off for naintenanco or whata 7e:.',it j
.. I

iG

ic, obviously, not availabic to serve the load.
.-
u ;

.If that unit is larr 1, than the capstity the: ;
!b

is left is -- the capacity that in left f.s raducca '

19

considerably. I |

. ,

?,o '
I

If you just -- if ycu ignore that and cay it dcasa;t {
-

1

* > t.s.
,

make any differenca whether yct tah2 off ten megauntta, 35 I
;2 i-

megawatts or 1,000 megawatts, ti en you ignore tie croun=: cf
;G

!

capacity you have loft to serve your load and to help the
|u

in
1

rest of the pool or conversely the mount of po ter you need te
.e y =*..a

i,
,I take from the rest of the pool, in order to make ycur:as.~.f thc.'c. '

!

,

. }3



I,
10,522 !

!
3bw4 0 You referred to the relative reliability o# 1

,! I,

'' i the gsncrating units. Uhat d:cc that have to do 'fiidt it?
I

A. If the unit ic highl1 relirble it ia availabla l
' 5 r

7
i

4 most of the time.
.

'3 If ita forced outage rata is high, or it iu

G unreliable, it is availabla nuch 130s.
I

7 Your ability to help the pool ecpends on the |
<

G capacity that is available.

9 Your need to call on the pool depends on the

to capacity thet is available.

11 0 Is it your suggantion or testimony that

i,12 equal percent reserve system dcas not take chose things

13 int consideration?
4

i4 A That is correct. |
i

15 0 In the equal parcent reservs computati n, uhut

1G 7apacity were you referring to when you dascritte shat?
i

17 A. The capacity is the installed capacity at the

'
18 time of the annual peak load.

19 0. Whether cr not it is operating?

20 A Whether or not . it is operating.,
.

21 0 What if it is not capeble of operating?

- 22 A The usual approach most companics follow,

23 again, we don' t use it The approach most companics follow j7
i

24 is if it is considered in corrnarcial cparation, thsn it is |
4

)

25 counted. And, ordinarily, it is declared in com.arcini |
1

1
il g
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bw5 operation early in its life, shortly after it goes on and it s -,y

there until it is retired.
2

Once in Ewhile during a long outage a ecmpany
* 3 ,

will tako scmething out of cc:rmercial cparation and
-

put it back in again.

But the basic test 10 installed capacity
G

or capacity that = is in conzarcici operation according to
7

the conpanies can public declaration.

9

ES44
10

11

12

13

14

IS
.-

16

17

18

19
,

t 20
|

.

21

22

23

24
|-

25
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arl1 Q One of the things you spoke about was the fact,

2 I believe, you said that equal percent reserva method did net

3 consider the 1 cad on the other 364 days. What do you mean.

4 by that?
.

5 A The percent reserve takcs the installed capacity

G minus the load on the peak day of the year, dividad

7 by the load on the peak day of the year.

8 If on the other . case of the year, the load is

O nearly as much, to take the extremes, then your ability

10 to help the others is ralatively small because you need it

11 for yourself.

12 If on the other days it is way down from the

13 peak load, you have a sharp peak and on the other daya it is

14 considerably lower, then you have more availabic to help

15 other people during their situations.

16 Q Is that sort of thing taken into consideration '

17 in the P/N analysis?

13 A Yes, it is.

19 0 You said you tested the P/N method by a variety of

20 cases including the City of Cleveland case. What did

21 that test tell you as far as the P/N formula was concerned?
'

22 A It showed that the P/N formula in fact produced

23 higher reserves for a system such as the City of Cleveland

24 that had at least one vary large unit in relation to its

25 sytem load. Even the next three units are relttively large.
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i

1 They are 25 magavatts compared to a 100 megawatt peak load.
'

2 That is a big unit. It showed their reserves would be
'

3 considerably higher than the racerves of tha other CF:PCO

4 members.

5 Thr.t is precisely what we thought was prepar,

G fair and eg2itable result.

7 Q You would have expected that result?

8 A That's right.

9 Q By the way, to your knowledge, has the City of

to Cleveland asked for participation in a coal-fired unit of

11 the Illuminating Company or . of tha CAPCO syst.tT:?

12 A No.

13 Q You testified in responce to a question from

14 Mr. Hjelmfelt that membership in CAPCO, full memborchip

15 in CAPCO for the City of Cleveland, even if como of the

16 dacisions made by CAPCO ware not the optimum decisions ~~

17 for the City, would be better for the City than if it

18 remained isolated.

gg Do I fairly sumarize your testimony?

20 A Yes.

-

21 Q How would full membership of the City of

22 Cleveland in CAPCC compare with the effect en the City of

23 Cleveland of the offers which the Illuminating Corr.pany has

24 already made to them?

A The offers we have made would be much more25

:

i
.

.
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1 favorable to the City of Cleveland than full matbership in

2 CAPCO.

3 0 You also indicated that you have capacity if Davis-,

4 Bessa and the Beaver Valley Unit comas on in early '77
~

5 or something like that?

G A Yes.

7 0 Uhat is the reason why you are in a hurry to get

8 the operating license for Davis-Besse l?

9 A There is a very substantial economic benefit

f having that unit on the line. It is really in two parts.20

11 If the initial kilowatts are cade in 1976,

12 before December 31, there is a siceable investment ta:'.
i

13 credit accrues to the owners and sizeable is several

ndllion dollars.14

15 It is something in the range of $6-8 million,more thar

gg it would be if we aiwaited to the year 1977 and got the -'

investment tax credit in 1977.37

33 That is one important economic hanciit.

04 5 to

20

'

21

22

23

24

25
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eakl; Q What is the other?

2 A The other is as soon as it comes on, it hagins

3 displacing the coal cost to generate the kilowatt hours.
,

4 Q For your other units?

-

A For our other units. Nuclear power ---5

G nulcear fuel costs ara less then the coal fuel costs. As

7 soon as the nuclear unit is on, we will back doi;n the

8 coal-fired units. That difference alone in the cheaper

g nuclear energy rather than the coal, will cave the companies

10 and their custcr.ers about $400, 000 a year. Sotaewhere between

$300,000and S400,000 - Imaan a day. It will sata the companygg

12 and their customers between $300 000 and $400,000 a day.

"" " " ' " * "#" " " "13

construction dollars already investad. That interect runsg

something like $88,000 a day. So, these tuo factors added

together give you total costs of delay of the Davia-Besse ~~

1G

lunit that runs over $400,000 a day, a large part of which17 i

will accrue directly to th- customers because of the fuel10 ,

l

clauses. $400,000 a day is a lot of miney and that is what l
19

we are concerned about.

MR. .kUCHMANN: Thank you very much..

21

MR. REYNOLDS: I nave one of two cuestions.22 -

.

RECROSS EXAMIMATION23
|

BY MR. REYNOLDS:
24

s

O You indicated, I believe, that Davis-Bessa will
25

begin commercial operation in 1977?
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enk31 wheeling tcday than there have been in the past. Do you know

2 why that is?
j

3 A I think the primary reacon h:.a been the impetus.

4 by the Nuclear Regulatory Connniscion to require pocple
.

5 to wheel as a conditicn of licencing.

G Q In your view, does that increace in wheeling relate

7 in any way to the technology that has led to larger-scale

a generation?

g A No, I don't think thcce are related ct all.

10 CHAIDIAN RIGLER: Which companias have been required <

$1 to wheel as a condition of licensing by the NEC?

12 THE WI'INESS: I am afraid, sir, I can't give you a

listbutIcertainlyhavetheimpressionfromtalkingwithour|13
i

14 people that the - that this has been a strong impetus.

15 I have the impression alco that many companies

1G have agreed to wheel rather than adjudicate the question '

17 because of the delay that the hearing process al gi.t require. j

MR. SMITH: However, technolgoy is an essentialgg

aspect of it, isn't it? Normally, you would not have thejg

20 capacity which would require wheoling v o r it not for the

technolgoy?*

21

THE WITNESS: The way I interpreted hic question22
.

was that he was ashi g me .%-iMr there uas somethinga23

in the technology now t.hac is different than it was before24(
8 man.Y people began to wheel. As I see it, the trend toward25

_ . . .
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1 more wheeling has been relatively in the last ceveral yearscak4

2 and the basic technology of transmission systes and the ability

, 3 to wheel and so forth, I don't think is any different new

4 than it was 20 years ago.

^ That is what I had in mind when I said in anct a5

to his question that technology really wasn't a factor in the6

7 wheeling. We could have done the wheeling 20 y:-ar age

8 technically, just as easy as we can tocay.

MR. SMITH: The technology which raquired on an
9

economic basis the formation of pools,.uhen did that begin?
10

When was the onset of that? j
jg

1

THE WITENSS: Well, tho Ecols have been forming
12

over a long pe2 lod of time. The PJM pool was organized
13

40 years ago. But the economy of scale, that aspect we
14

were talking about earlier, probably has been an important
15

factor since the early 1950s when CEI installed a 250 maga--
16

|

watt unit, its first in about 1954 or 555. |
;7

And at that ime, for CEI, 250 was a large unit but |
gg

,

it was a lot more economical than two,125s vould have been.'

39

he economy of scale concept was important mora than 20
20
.

years ago.-

21

MR. SMITH: With that developed a need for higher
3

.

capa ity transmission and the need to gather loads?
23

THE WITNESS: YEs.
g

25
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testified as to any other. i, ,

i

$

|10 M3 L3SSY: I obj0C; D the 9hi'~ 2 ? "'32 O " ;0 * M'- -
'

. .. -acvent or. w n e e..i n g ,.i; j
. .

8.2 BY MR. ~52XNGLD5:

13 Q Cn a contractual buy-sull .rrange:nant?

i i

ja A I hava alreacy sc2.d u.mcc n.ie orc nnry, '.c.st ,

|
: 4

:
. . .. . . . .

,u, na, o r. 37.tuation ., s ror a.o]oin2.n j cc::canles no .my 2r. , !i
. .

15
I
t

sell with each othar. If you want tc carry ic ta a -M.dd. Tar . d .Io- . .. t, .
.

von buy. Ecom ona and sell to ths. w:;t. 1-lo h vc heaa (o..nn i
- -

117
i

10 y that for a long tine. That is thr. typi: 14 no ct c.r:_ '~.

I
'

p'actics. I don't see any reac:n why @.U: i n 't t'vg
.

feasible practice today, i'O I

It is the feasible practice today. 2: a hair.g don*

21

all the time.22
.

MR. REYNOLDS: Than!: vou.23 -

MR. HJELHFELT: I have no f :rther cuestionc.24 ^
!

U
|

25

l- i
i
s'

l
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arl 1 MR. CHARNO: I think I only havs ana.

2 EY MR. CEAPliO:

3 Q Doenn't a reaucst to participa.no in CJJ?CO

4 presuppoco a request to participate in all of its .

.

5 generating units, including the foccil :,utita?

G A I would think as in the cacea e.c have hcna

7 talking about if someone came to us and said, "I want to

8 join CAPCO," I would have to sit down and say, ":Get's be

s sure I understand what you are saying, and thet you under-

10 stand what CAPCO is."

11 I don't think you can presuppose anything

12 particular behind that. You have really got to sit down

13 and say, "What do you mean by joining CAPCO?"

14 MR. C*iARNO; I have nothing further. |
|

15 MR. LESSY: No further croca. |

'

10 CHAIRNAM RIGLER: Thank you very much, Mr.

17 Williams.

,

18 (Witness excused.)

19 MR. BUCHEWN: I call Mr. Hauacr.
|

20 CHAIRMAN RIGLER: Can we tako a fiva-lainutr- |

'

break?21

22 , Recess.)
,

23

24

25
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1 Whereupon,

2 CONALD HAUSER

3 was called as a witness on behalf of CSI cnd, having,

4 been first duly sworn, was c::amined and tectified as

'

5 follows:

6 MR. HJI:L!iFELT: For the record, the City will

7 object to Mr. Hruser appearing as a witness, having

8 previously appeared as an attorney in these ' proceedings.

9 CHAIRMAN RIGLER: I believe the Ecard indicated

to what the ruling would be the last time we discussed this

11 on the record. The objection is overruled.

32 DIRECT EXAMIMATION

13 BY MR. BUCHMANN:

14 Q Would you state your nama and addrass for the

15 record?

1G A Donald H. Hauter. '

37 O By whom are you employed?

18 A The Cleveland Electric Illuminating C.00pany.

ig Q I didn' t let you get your address in.

20 A 8300 Glen Oak Drive, Broadview Heights, Ohio.

21 My business address is 55 Public ;Squara,-

22 Cleveland, Ohio.
~

0 In what capacity are you employed by the23 -

24 Illuminating company?

A As genen1 aMorney.25
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1 Q How long have you been with th Illuminating

2 Company?

3 A 25 years, this wsek.
,

4 0 Which dayr precisely?

*

5 A The 30th. !

l

6 Q Would you briefly trace your employment history
,

'

7 with the Illuminating Company?

8 A I started with the general icgal utcff of the

9 Illuminating Company as associate counsel.

10 Then counsel.

11 Senior counsel in 1957.

12 I became general supervising attorney of the

13 claims section in the Illuminating Compaty.

14 In 1964, I became managing attorn'ey cf the

15 legal department of CEI.

16 And then in 1972, I became ccrporate -

17 solicitor.

18 And then in 1975, I became general attorney.

19 Q What are your responsibilities as general

20 attorney?

-

21 A To provide, either through the use of attorneys

22 employed directly by the company or through the utilizatica
.

23 of attorneys in law firms, not directly employed by CEI

24 to provide the legal representation for the company and
v

25 the legal advice and consultation required by the officers

.
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I and employees of CEI to carry out their ra2pective

2 responsibilities.

3| Q Am I correct in assuming you arc a Izr.ber.

.

4 of the bar of the Supreme Court of Ohio?
.

5 A Yea, I am.

G Q Mr. Hauser, have you in your varions capacitics

7 at the Illuminating Company had occasion to bacona familiar

8 with the dealings between the Illuminating Company cnd the

9 City of Cleveland?

10
,

A Yes, I have.

,

11 O When did that -- when did you start

12 participating in those dealings, if you did?

13 A Well, almost from the beginning of my employmenu i

i

14 with CEI.

15 However, the heavicct concentration of my |

iG responsibilities and activities involving the relationship'

17 of CEI and the City of Cleveland and its Municipal Light

13 Plant would be somewhere around 1964 or '63, in that arac. I

19 Q And has your participation in those dealings

20 been continuous since that time?
'

21 A Yes, it has.

22 Q Mr. Hauser, are you familiar with the dealings,

23 if I may use that word, between the City of Cleveland and

24 the Illuminating Company with respect to interconnacbien?

25 A Yes, I am.
;
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1 Q And the two systems arc precant1.y interconnected,

2 are they not?

I

3 A They are. '-

t
i

4 Q When was that intorconnection cer.plete? I
.

5 A That was completed and first eac-rgints in

G May of 1975.

7 Q When did you rirst become involved in cny danlings

8 with the City with respect to an interconnection?

o A The first time that reprecentativas of the

10 City of Cleveland approached CEI with regard to an inter-

11 connection was early in 1969.

12 Q Who were the representatives of the City o ~

13 Cleveland which were involved in that approach?

14 A Mr. Stofanski who was tha director cf utilities.

15 As these initial discussions or requeste vere pursued and
..

1G negotiations took place, people like Arnold Turkel

37 of the City of Cleveland was involved, and Mr. Ericson,

18 Mr. Bednar, Mr. Gulin, G-u-1-i-a. Mr. Kapitan,

;g K-a-p-i-t-a-n.

20 Q Wo we n these people?
'

A Mr. Stefanskiwas the director of utilities, the21

22 p sition Mr. Kuduki, presently has.

23 h. hkel was a pmfascional engineer, and also

24 I believe his title at that time was azecutive commiccioner
'

l

f utilities,
25

i,
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I Mr. Ericson was a profeculonal enginser who

2 consulted with the city of Cleveland.

3 Mr. Be6.nar was alco an engineer...

4 Also a name I didn't mention befors was Mr.
.

5 Matthrows, who was a long-time employee of the

G Municipal System, and ws at that tina in a cuperricorf
7 capacity.

8 I'm not sure exactly what his title was.

9 0 You mentioned Mr Kapitan. Tsho was he?

nd 48 10

11

12

13

14

15

..

1G

17

10

19

20

-

21

22
.

24
x

25
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1 A Mr. Kapitan was a lawyer in the icw depactment

bw'- 2 of the City of Cleveland.

~

3 g Prior to the time you are tal':ing chout, early

4 1969, had the Illuminating Company ever approachad'the

5 City to go in the opposita direction with respect to

6 an interconnection?

? A Yes, we had on a nu:nber of occasions proposed

3 an interconnection between the tuo systems.

9 0 I presume no intercennection resulted?

10 A No interconnection resulted., In fact, there were

ti quite a number of people associated with the municips1

12 light plant that opposed an interconnection on the ground

13 that it should zumain as an isolated system and that the

la interconnection with CEI would msan the ned of the municipal I

l

15 system. |

.-

16 I might say 6%t these centirants continued

17 even after - well, even after discussions begain in 'G8 with

33 regard to an interconnection and, in fact, as late as April

ig of 1975, right about the tirce we had an agreement ready for

20 esoecution.
.

21 There was some thoughts expressed in the utilities

22 committee of counsel that they should not enter into an.

23 interconnection agreement with CEI.

( y G Now you say the City first approached you, going in

that direction, in early 1969, LTnat was the request made by the25
,

0
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10 539 i |
1

~ .
,

9 |

bw2
1 City?

2 2. The requase initic.11y by uho cicf sma no pre _:;i&S
~E

\
-

- t .. . . . _ ,3i sc=c temporary service to u.nen wh?..:.e t.acy 0.2.a carta..n rc:. :
!

.
-

4 on several of their units to install nir ecliutica ccanrol
.

3 equipment, precipitators and this type of thing.

6 g I see.

7 And what hapocnod? Uhat did vou do?

|
3 A. Well, the -- our engineers go'; togethor with

9 their engineers and technical people and into the nu m r of
{
l

10 1969, they worked out a system that turned cut to ha the i

11 transfer of certain loads.

12 Wa later did rofor to it as load transfer

13 service. Then toward the fall of 'G8, really not r;.ch

14 happened until during the IIolidays in 1959 Chricteas. i

I

15 New Years time, the municipal systen had c sorious cyste:n
!

16 outage and then these plans that were developed for the |
e

i
g period in which precipitators and other air pollutic; i

10 control equipment was to be installod were ducted off to

19 Provide In the shortast possible time sc:ta arsistancz to

.20 the customers of the municipal light plant.
.

21 g What do you mean in the shortoct possible time?

22 A. As I say, this outage occurrad betwoon-

23 Christm a and New Years. And we were able to energi c. the
i
i( 24 load transfer points early in February of 1970 |

3 I might say that this was part of a three-phasa

,

e
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i program. Phase one was a temporary lead transfer certica.bw3
.

- Phase 2 was to ba a fir:rar lead transfer cr rcngcusnt c tdn. s.

3 Phase 3 was to be a pernanent intercrmection boticen i:ha-

two s stems.1a
.

ES49 5,

6

7

8

9
4

to

11

12

13

14

15
, .-

16

17

18

19

20
.

s9

21

22-.

23 -

k 24

2,

-
_ - ,
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ab2 O Why go through theco steps? Why not go directly

r1 2 to a permanent interconnection?

3 A A permanent interconnection was not pcssible in.

4 the time required. At that time the lead timo on equipment :
.

5 for a permanent interconnection was comathing in the order

G of two years, 30 months, something like that.

7 Q And the lights were already out?

8 A That's correct.

9 Q How did the load transfer system work, and I

to don't mean from an engineering thing, but how was it actuated?

11 A Well, at different spots on the systems of both

12 utilities, a CEI supply, or let's say a cable would be

13 connected to a cable of the Municipal System cerving, for

la example, a substation.

15 Then through appropriate switching that
i

1G municipal substation would be supplied by CBI rather than '

37 by the Municipal System.

gg Q Now how did you know -- the City didn't use

19 the load transfer service 100 percent of the time, did it?

20 A When the load transfer transfers were
''

21 effectiva, they would utilize that servica until they would

22 be disconnected at some time,
e

23 Q That is the point I want to get to. Hov did you

24 know when the City wanted to use the load transfer servico?
.\

What happened?25



|

|

ar2 10,542
i
!

I! A They would -- their operating personnel uculd ;
!
b

2| call cperating personnel of C3I to arrange for che load j
/

t
t

* 3 transfers one way or 'he other. Uither to CEI.- or frem |c
t

4 C3I back to MELP.-

.

5 0 And do you knorr, hcw were these rquesta nado?

6 We have to have it right away, or vac there any lead tina

7 on these things?

8 A In most casec there wens lead time. Fcr c::amplo,

O the initial energizing of the load transfor servico, and

10 this was true throughout the pariod that load t::ancfor
i

11 service was provided.

i
i12 Q Actually, when the trancfor was made, this

13 requires a disconnecting of one syaten and then a

t

14 connecting of the other, does it not? j

15 A That's correct.

~
.

1G Q That results in an outago, if that in the right' '

37 word, to the customer?

10 A That's correct. ,

jg Q Do you have records which would indicate the

20 licensing of time that those outagos would lact? *

*
21 A Yes. And also the City kept records of the

22 times of the outages. In most cases, the outage would be
,

in the area of a minute. Sometimes less, and sometimes a23

few seconds more.24
L

Q There is testimony in thic racord that when the25

I
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I City operating peopic contacted ths CEI cperacing people, F.ha

2 latter would contact you.

3 A Yes.i,

,

4 Q Could ycu tell us the roacon for that?

5 A Again we are talking abcut a period frcm February

6 of 1970 until May of 1975. There vara a numbar of
.

7 reasons:'

8 One, we were involved in litigation at least

D since 1971, and this involved a number of forms involving

10 CEI and the City of Cleveland and the Municipal System.

11 Secondly, in addition to the rouponsibilities

12 that I had in that litigation, I was the coordinator of

13 day-to-day activitice involving CEI cnd the City of

14 Cleveland.

15 Of courso, very important were the orders of the

1G Federal Power Commission that establishzd at least frcs en ly

17 1972 the standards and criteria pursuant to which the

18 service was provided.

39 Before that dats, it was providad to letter

20 agreement with the City of Clevaland which was supplemented

21 and which had been filed with the Federal Porer Commission'*

22 and became FPC No. 7.
.

50-

23

24

25

!



..

'l
10,544

i .

I I

O That ia a CEI tariff ddsignaticu?I
S51 3

bwl<
A That 10 correct. i

y

o G Having given us that backgro'.nd,why dic ycu vant,
0 4i

: i
,I tchave peoplo call you when the City requacted a load i

!4
!.

transfer? ;

:s

A T ma cartain that CEI did ccmply with the
6

standarda and and critoria for providing that 'crvice
,

a that it couplied with the orders of the Fedaral Pcwor
a

Com:cission and secondly, to make ce:.tain that the City

of Cleveland uns also abiding by first the contract and |10
. I

then later, the orders-of the Federal 20Uer Ccm:. iici;ien i

11 I

G Can you give me soms idea of the stendard and
12

I
criter' ,,a are talking about? i

13 |

A trall, principally, it wcs uhather or act the |

municipal system could handle its can lead on the one
15

,

Ihand cand whether CEI from its standocint ind itu cuntsted.
16

'

-

standpoint, provida the service requestad.
17 .

O Ncw, during that pcriod also, did you hava -ry i
18 I

labor difficulties on the CEI system?

"

A Yes. Beginning in May of 1973 and particularly
to

*
through, I think it was September 22 of ' 73, we hcd a stri.ke

21

of our bargaining unit personally, That 10 approximately 2900
22 -

'.

i
iout of 4900 empicyees. ~

23

During this period, the system was operated by : ten-_.
t 24

bargaining unit people or supervisory and what we rafer to as
2S

i
-

:,

J g
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i

bw2 classified einployees. During thic paried of tim, na *he .

1

'

first tima that the procedure was sat to esih to r.c first baforq,
u

s
t

3| any load transfer servica uas pro ridad or disconnacted.,

I had been called frcqua::tly hafore thic period, but 4
4 1

|
*

during the period of the striite this precedure uns
. .

3

es tablished,,
6

I have learned in the cou as of i-b <" scc:rory

and the hearing process in those preco: dings that a ,

number of our operating people undarstcc<i that precedurc
9

to be required both beforo a:1d after the stike in 1973.
10

0 Why did you institute it during the strike?
11

A Well --
12

G When you say instituta you ,rcan ca a formal
13

proNdure?
,

14 i

A It wasn' t written down. It a:Jan established as '

15 i.
a procedure to ba followed by everyone in the ccmpany who __

4

16

was 3.nvolved with the muricipal light plant. As I said
17

be fore, we were opera :.ing our entire system with superviscar !
18

,
personnel, m;st of whom had not done the type of tier % hhey

,

19 '
I

were called upon to do during this period of tinu, j
20 - 2

Of course, in the strike, we had difficulties-

21

with strikers and pickets at various locaticas.
22.

They interfered with the operation of the system,
23

the access to its facilities. Also, regular rail chip:4 eats( 24
at least to a good many of our plants we cra disrupted so that

25
we had to take coal for an extensive part of this tim from our ,

i, i
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;

:
i
i<

bw3
'

stockpiles of ccal. ff

2 .i

And even uhon we arc fully pisr.nad,- 3:hing acal 4

e
3

out of the stockpila is not the ena! eat thing t" do. |
-

.

- el i

In other words, it ic nuch bettec to rely en rwsulcr;e
1

5 '

3'rail shipments or truck shipments of coal,,
,

i
G

Also, even though us were buying ne much pcuor ec !'

7
we could, our stockpile of fuel wcn reds:ced at :. number of

8
our plants to a vary lcw level.

9

10ESS1

|11

12

13 -

14 2-

.

!
'

15
.-

16
.

.- ;

17 i

!
:
'

16

19

20
.-

21

22+

23

\ 24

25

6
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arl 1 Q Like what do you recall? |
,

'

2 A Like in one of the plants, as I recall, it was
:

3 down to 11 days. At another, maybe 13.C
,

,

4 The Avon Lake Plant and the Ichtabula Picat, I '
.

*

5 wouldn't say we ,;ere able to restore normal rail shipment 3, |

6 but we didn't have the coal cupply problems at those that re!

7 had at the ot: hor two plants. |
|

8 And, of course, during this period we were j
:

9 interestad in conserving, as I say, our manpouer. He were |
!

10 also interested in conserving our fuel supply, and to che ;

11 extent MELP could take care of their cun requircraantc, wo

12 thought they should.

13 0 By the way, what would you concider normal

14 fuel pile, or what did you consider it in thosa days?
A

l a. 60 days, and at one time it was 90 days, but 60
days. -

16

O1,3 In making the load transfers, hou is the switching
done?gg Is it done from sone central headquarters?

A No. Usually it requires -- let's say it isjg

20 dire ted irom a central headquarters, both ours and the

Municipal System.g

Both MELP and ours sand crews to the fiola to c d e
.

switches at the appropriate locations to tran0fer load one3

way or the other.

O Did the Municipal System over ask CEI, to your

I
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1 knowledge., to activate the load trancfor points on which =

|
'2 occacion CEI refused?

3 A The answer is yec. Thic una a:strocely enusual, ea
i

4 but I can recall several occasicus in uhi::h w2 refused to !

|*

5 do so. I

6 Q Could you givs me what vculd he tha ree. con

7 for such a refusal?

8 A That we dould not supply the 7ervice uithout

9 adversely affecting soma of our firm powar customers of

10 CEI?
|
'

11 Q Did you cvar ask tha municipality or advice the

12 municipality that you were going to terminate the load j

13 transfer service on a given occasion when the City wanted

14 to continue it?

15 A Yes, we did.

16 Q Did that happen frequently?
'

17 A No, that was infrequent also,
,

18 Q What would be the renconc for that?

19 A one, we filed a notice of termination bafore the

20 Federal Power Commission.
"

21 There were -- we also advised them beforo va

22 filed that notice of temination that in April, I think, o,'
.

23 1971 that if they didn't pay the bills uhich they cued

24 us at that time, which were in e:ccess of $1 million we were

25 going to terminate service.

d
- h.
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I O Did they pay the bill?

2 A no,

3 0 Did you terminate servica?,

4 A No.

.

5 0 Why not?

G A Pirst of all, we filed a notice of termination

7 with the Fcderal Power Commission. That van ontended for
3

8 periods of time during 1971 when we were arttepting to

9 negotiate a settlement of the differences betwacn tha City

i
10 of Cleveland and ourselves uith regard to various disputes ancng

11 them.

12 As I say, including the pcyments.

13 These negctiations, cad the FPC Staff was involved

14 to a certain extent in these negotiations,, ware not nucassaful,

15 and finally in December of 1971 we did not extend our

16 notice of termination. '

17 However, the Federal Power Commission did order a

18 five-months suspension of termination of the load

39 transfer service so it continusd aftor that lact date of

20 our notice of termination.

2; CHAIRMAN RIGLER: We will resumo at 9:30-

22 tomorrow morning.
\~

|

23 (Whereupon, at 4:30 p.m., the hearing

24 was adjourned, to reconvene at 9:30 a.m.,

| 25 Tuesday, May 25, 1976.)
;

g _____


