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UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSICON

In the Matter of

(Perry Nuclear Pcwer Plant,
Units 1 and 2)

TOLEDO EDISON CCMPANY and H 50=-316A
CLEVELAND ELECTRIC ILLUMINATING COC. H 50-3920A
: 50=591A

(Davis~-Besse Nuclzar Power Staticn, :

Units 1, 2 and 3) s

:

and H

. :

CLEVEZLAND ELECTRIC ILLUMINATING CO. H
et al. 3 50-440A
el :  50-441A

:

:

4

Firat Floor Hearing Room
7915 Eastern Avenug
Silver Spring, Marviand
Thuraday, 4 March 1976

Hearing in the abcve-entitled matter waz reconvena2da,;

pursuant to adjournment, at 9:30 2, a.,

BEFORE:
MR. DOUGLAS RIGLER, Chainaan
MR, JOHN TRIYSIAK, Member
MR, IVAN SMITH, Mamber
APPEARANCES :

As heretolore ncted.
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WITNESS : DIRECT CRCES RERIRECT RECROSS
Roland A. Kampmeier (resuaed’ 6001 €115 §148
EXHIBITS POR IDENTIFICATZION IN EVIDENCE

Applica=nt's Exhibit 103
(Page II-2-40 from 1970
Naticnal Power Survey) 6093 6098

DJ=-453 (two-page document, 6118 6119
titled on tho second
page "The Utility
industry." from
Electrical World, June 1,
1974.)

DJ 454 (pages 272 and 273
from Volume I, 19€4
National Power Survey) 6124 6124

DJ= 355 (3=-page document 6128 131
from Electrical
World, Jan. 15, 1974,)
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CHAIRMAN RICLER: Mr, Reynolde, did you have
anything further vou wish ©o add thi: norninc in response
to the case citations upen use of deowosition testimony
that '"tr. Charnc gave us yes:terday?

MR, REYNOLDE: Yes, Mr. Chairman, Y do.

I think that the Government's cases, as I
understand them, do suppor: the proposition essentially
that the Government cited them for, except that I think it
may have Leen overstated by the government t¢o the extent
that, as I understand the posizion of Mr, Charno, ha indicated
if the Board failed to intrrduce designataed portions of
depositions of parties that that would be reversible
erroer.

I thinX that one of the four cases would lend
support to that cocnclusicn. However, that was a situation,
and I'm referring to the Community Counseling v. Reilly
discussion -- that was a situation where the Court of Appeals
held it was reversible error on the particular facts of that
case not to admit the deposition in corder to demonstrate the =
let me rephrase it.

That it was reversible error, bSecause the D strict
Court had indicated that the moving party had not met it
burden of procf in that fact situation and haé declines
in making that determination to take into acciuat the

depesition testimony.
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I don't want to be ip
statement.
CHAIRMAN RIGLER: Mavbe I mizundersiood what he

said yesterdav.

t.

MR. REYNOLDS: The -oint I want to make is if his
position was that the cases cited lccked this Board into a
reversible error position in the event that this Board
snould ccnclude not to aczept the depositicn testimony,
then I would guarrel with nhis readinc of the cases.

If he is saying that those cases do stand for the

proposition that this Board car appropriately =-- or that

srefore under the more

-

the Courts can appropriatsly, and tl
liberzl rules that this Board can appropriately accept
deposition testimony of parties, I have to say I agree
with his readina of those cases.

Given that, T would summarize the position of
the applicants to be that to the extent the axcerpts of
deposition testimony which the Departnient intends to
introduce relate to depcnents who are officars, directors
or managing agents of the ccmpinv, I would have te sav that
I think this Board does have “he legal authority to
accept the deposition testimony of those indiviiuals.

I do not think that any of the cases cited by

Mr. Charno and I don't know of any othe: cases, stand




for the proposition that deposition testinon

individuals other then directors, oilicols,

agents can bz introduced and ussd in lieu of hevis

the witness appear and tLestcl
Indeed, I think ths i xitation in Rule 32
to officers, dirsctors ox
notion that when we are é=
than that, thev should
that these individuals

meaning of that o- ase 2 T e cases that Mr,

Charno cited oxr in the
think that chz law alilso

is the Department’'s burdsn to show which
into the category ¢f manag.ing agent. Ve
prepared to stipulate who was an coffice:x
the time of tha depncsitica, but as
it is the Departmant’s burden of
individuals were manzging ageat
detarmined on a case-by-casz basis.

I would cice the board to Trosevs,
T-r-o=-s-e~u~-s, v8. anchor Line Linicted, =2t
26 A Federal Rules, Decision 185, Distrizt of iaw York
wnich indicates that the Department wouid have the

burden in this recard.
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Ard I would alsc point cut that in terms of
who is a managing agent, we do kr>w that ia-houvse general
counsel, for example, would not be <onaidered a2 managing
agent. And on that onc, let re direct the Dozrd’s
attencion to Schilling, S~c-h-i-l-l-i-n-g, hyphen
Hillier, He=i-le=l-i-e-7. and then 2 bmuch of initials,
SAIEC versus Virginia Carolina Chemical Cornorasticn, 19
Federal Rules DRacicion 271, 274, in the Southarn listrict
of MNew York, 1956. Also 2 distributing agent is not considere
to be a managing agent. and Yor that Y will cite
Gillam, G=i=l=l=a-m, versus A, Schyman at 22 Feceral Rules
decision 475, District of Alaska 1958 and alsc the manager
of a sales division, deparcneaz or the supervision ot
sales and shipping is nct consicdered tec be 3 managing
agent,

It is indicated in Colonial Capital Ccmpany
versus Generel Mctors Corporaticn, 29 Federai Rules
decision 514, District of Connecticut, 1561,

I would also point cut, in addition, that
Mcore on Federal Practice indicates that the t2st as ©o
who is or is not a managing agent within th2 scope of the
rule is similar to the test used for servics of prccess
under Rule 4 and that appears at Volume 4-A of Moors
on Federal Practice, paragraph 32.04 at page 22-20 to 32-21.

So, in short, it is cur view that as to
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the Department can sustain itz burden cf prool to be
managing agents as o, that :his 3Beoard hasz che legal
authority to use excerpted portions of thosa depositions,

We would ccntinue %o maintain that that is not
a judicious exercise of discratiomn, and ve weuld object
to the use of depositions of those individuals, If.the
Board rules otherwise, we woulé recaerve the right oo
red-line those portions of the depoagitica tha: the
Cepartment ahs not chosen to red-line, which would‘he
ralated to the excerpted portions chey have rad-lined.

And we raserve the rioght to call thesa pecple
as witnesses on the Applicancs' affimmative case,

As to depcsition tastimony 95 individuals who
do not fit within the category of a marty, i.e.,
ar officer, diractor or managing agent, we ¢éd nct think
that the Board has the authority to icok tc thz deposition
testimony of those indivicduals, but that they must be
called to testify, and we would object to the use of any
portions of those depositions or the intrcductica of
any portions of those depositions.

CHAIRMAN RIGLER: What is your authority for the
proposition that we may not use the depositions of
employees other than officers, directors or managing

agents,
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MR, REYICLDGS: The Federal Fzies would iacicate

T thin% the Faderal Rules hava 3 hawadrad-nile
limit which smight, in the fedaxal courss nat
rise to zn argument thac nonparhiics cuteide tis Aundrad-
mile limit or of the subpesna power of the fedara
could, because of the hundred-sile iimitaticn, that thoss
depositions coulid De usaed,

But I don't think the Commiscicn h.a any such
limitation on its subpcena power, sc I fazl
legitimate basiz to bootztiup the depoasitions oo
nonparties inio this proc:ieding.

I think that 21l of the caszas that the

t3 ¢o C\_

'J

Governmtent haz cit=d, very clazrly roia
testimony of partiss.

I have not found any rnfeircnc: of caces

which gpeak tc the matter of deposizicn testineny

being introcduced of noaparties

However, let me 2lso add :chat civenthe ving
period I had o look into this gusetion, L an sura
that that research is not exhaucted.

CHAIRMAMN RIGLER: I'a nok sure. Alter z21ll, you

filed a pleading on it. The last few miautes o« your

-

‘irasc foonose in WRe

=

argument parallizled colsaly £an
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pleading you filed.

Apparently, you have had onportualty to leok
into this,

MR. REYNCLDS: I indicated I have not had
the opportunity.

CHAIRMAN RIGLER: Do T gather from waail you
said just now, that you have nc authority in support of
the proposition that the Boacd may not utllize depositions
of employees other than your aazlcyy %o the Fedaral Rules?

MR. REYNOLDS: I have not sa2e any cases that
would support that propositica. Thz Faderal Rules, it
seems to me, are very clear in indicasting tnat che
authority to use depositions is limited to the dapositions
of parties.

CHAIRMAN RIGLER: Thank you.

MR, CHARMO: I think I can respond vary briafly.

Let me clarify the argumeni the Dapartment
was making yasterday.

we were citinc the four cases we citad
for the proposition that it was an error or would bes an
!rror, as a matter of law to exclude the depcsition
test'mony of a party opronent.

CHAIRMAN REGLER: In an NRC pnroczading or in
a feder 1l court proceeding?

MR, CHARNO: In a fedsral court proceeding.
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In other worxds, we exe sayving it is no: discracionany,
1 I

It is error. Whether or not it is reversibls exyor, JS=zpsnds,

as Counsel peinted out, cn ths fagts of tha caga, and
whether that error c¢an bg subscguen:tly wem2dizd ¢r is

subsequently reuediad,

It is clear thet it is pot, in ocuz miads, |

V

discretionary with xespest to the denoslticn of a party. i
1]

To respond to the statencunts concarniag
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And leavirg out, unleszs rzaquestzi hHv the Board,
the supporting citations, I would gucte from

“Though the quastion of whether z particular
person is a managing acent 15 to be znasvered
pragmatically on an ad hoc basis, the Courtsz louik to see
if the individual involved is iavestec Ly the corporation
with general powers o exercise nis discrztion and judamant
in dealing with corporate matters. Ulether he can be
depended upon to carry out his =mmplover's dirac:ion, to
give t stimonv at the demard cf a party engagad in litica-
tion with the emplover, and whether he can be exsactad to
identify himself with the interaests of the cerparation
rather than with those of other parties.”

These are the three basic tests thai have been
utilized by the Courts in a multitude o decisions to
determine whether or not a specific individual undar
specific circumstances is a manacing zgent.

We don't bkelieve that the cases cited by Applicants
under the prevailing rule of law which wa have just
presented have a binding effect or shcould have 2 binding
effect as to a determination as to cne of their amplovess
and whether that emplovee is a manacing acent in the
context of his duties and with resvect to the testimony he
gave on deposition.

Finally, we would note that with respsct ¢c the
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100-mile rule referred toc by ccunsel wpich sets £
32(a) (3) of the Fedearl RPulsz. thig is noc en
obligatory direction comcesniag the use cf depssicions.
This is discretionary as to whather or 1ot a F2dzral Court
may use the depositicas of z dzporent o residas over 10
miles from the place cf the hsaring.

We would note that =his runle s cpplissble in

. o T e s o b Lenresdida
L ¢azeg COLrs 18 astionwviae

antitrust cases and in antitm

te
[

service of process provided for in the z2atitrust lawvs,

We would furiher aote that the 100-milz rule
dcesn't even -~ the 100-mile zrea doesn'lt oven ramotely
approximate service ¢f preczss in a pumber of disuricis
throughcut the country.

This rule is for the cenvenisnce of witnessas
s that they won't have o travel more tihzn 100 miles
if their deposition could be uzed in place of whaix
testimony, for the conveaience of the
have to transport them.

We would sav that it ig dafipitely ralavanl here,
and certainly gives a Federzl Disirict Courtz the discretion
to admit such a deposition. %e wouid argu: agaia
under the broader rules of ovidance cpulicazls ia the
Nuclear Reguliatory Comaissicn that this 2c2rd wowid have
discretion to agmit the dcpositicn of a non-managing agent

caployee of one of the 2prlicants.
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1 CHAIRMAN RIGLER: Thank vou.

2 Would vou like to recall Mr. Xamrnreier?

3 MR. CHARNO: Mr. Kampmeiar, will vou take

4 the stand, please?

5 ; Whereupon,

[ ROLAND RKAMPMELIER

7 resumed the stand as a witness on bebhalf of the Department
8 of Justice and,.having been previcusly duly sworn, was

9 examined and testified fur:iher as follows:

10 | CROSS-EXAMINATION (Contiaved)

1 | BY MR. REYNOLDS:

12 Q Mr. Xampmeier, would you take a lock for me at
13 ; the exhibiis that were intrcduced wiih vour tastimony, the
14 ; National Electric Rate Bocik for Ohio and Pepnsylvania

15 or the excerpts? They were Exhibits 431 arnd 452 of the

13 Department of Justice,

iy I A All right.

18 “ Q Let me ask you, if you will, tc look first at the
19 rate schedules for Ohio. Page 14 is t'.2 Ohio =Zdicon

20 industrial rate schedule; is that corracte?

21 1l A There are several there, right.

22 i Q And OChio Edison has zaveral rats -~ industrial
23 rate schedules; is that right?

24 A Right.

28 Q Ard is the one that has the red linzs hezide it
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the rate schedulse that vou used in conn=cticn wiih veur
ccmparison that is set forth in your dirsct testinony
on page 34?

A Yes.

Q Would vou exnplain for me the ciffasrance between
the applicability of ths high tensrion light and power
industrial schedule wnich is paren 1.¢ and aps2ars on the
far left-hand column of page 14? And it is Lwmazdiately
above the one red-linad.

Could you compare tie =-- could you explain the
difference between the applicabilicy of thzat and the
red-line schedule for hich tensicn industrial scrvice
(117)7

A There are more similarities than diffarances
as to availability,

Q Could you explain thz differzances?

A I was coming to that., The ~ne is applicable
apparently to any load over 50 iva.

The seccnd, any load ovaer 100 kvo.

These are the respective miniuum »illing derands.
At the mcment that is the oaly differonce inm nvailability
that I note.

Q What about the difference in the charactsr of

service between the two schedules?

A Well, the one is availalkle z¢ voltases below 15.000

o
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volts, 15 kV. and che other adove that volizacz., Taig is

one reason that [ made mv -~ applied oy oumprriscens

o the second, bHecuuze the aunicipgel ceoatract2 I Leliave

W

call for the rates beiag zpplicadble foxr d2livery at akove
18 XV.

Q What is the differencz in the charoucar of
service betwaen Schedule 117, which is red--lipsgd, and
the one directly »eolow that, 118, high fenmsion light aad
power?

A Tha 118 calls for nminimum billing daanznd of 109
kva.

Q What is tha differcree irn 4he charactor of
BRTVice?

A Well, chaxracter of service under 118 savg saus
&s 117. Service hereurnder iz nct available frea Teaders
sarving a secondary natwork syscan.

Q What dces that nean?

A I'm not €00 aurs what it means ir this coataxt.

Whatever it niay mean, I didn’t coasider it aad v Learing

because that rate turned out tc ba a iicher z2%z, and

tharefore since it was, ii anyching, sore r»ozcgiceive in its

availability, any customer would preler oo ba savved under

117 thaa 118, and cthars was noching €0 indiczte he dida'e
have that choice.

Q ¥ay didn't you ccapare tihe municivzl ¢matonaers

— -
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rate with 1132

A Because any indusirial custocaer whe thay might
compare it with apparently; has the riuat to Lo sarved
under 117, which is a lower sate.

Q What is the basis for thinkiag cthat there is a
choice involved?

A Becausa it doosn't indicate otlierwisze, and if
you publish a ra%te schedvic and it doeszn't =zay that it is
not available to such and such people, then it is presumed
to be available.

Q Which of these incustrial custcemers —-- which
industrial custcners under thes2 schediles woueld you
think that the municipal cusicrers oi Ohio 2Zdiscn may
be more likely to sarve?

MR. CHARNO: I think I'm gcing o obisckt to
that question. I cdon't understand it.

MR, REYNOLDS: Did vou understand the questicn?

TEE WITNESS: No.

BY MR, REYNOLDES:

Q Would you expect the wholeszle custcners of
Ohio Edison to serve industrial customers under 15 kva or
over 15 kva for the mest part?

A You are speaking abcouc the retail custocners of
the municipalities?

Q That's richt.
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e Well, like thes othzr usilitias in 4he arsa, I wouid

aasume they would have ncre mwiar 23 Xwa Lhen cver.

Q Then why woulda't the iadus:crial ate 130 2 3

!_u

mOre appropriats rate tc use Iexr compari
whelesale customesrs rata?

A Becauvsze I doa': know any of thasc muaisipalities
VPR Sz

whose total load is 1les3s than 135 kva o in thael order.

We are ccasaring the race to the muaicipzlizy wihich has a

o

load cf, say, 13, i3, 20,000 Xkva with «<u2 rate Lo an
induscry of comparadls zize.

Q In terms of tueizr zhility ko coopets, wouldalt it

be more zrelevant o look at tie rate of Lie industrial
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MR, CHARNO: fer clarification of the zecord, whose;

abllity to ccmpata?
BY MR, REYNOLDS:

Q The whcliesale custoners 5% Ohio Bdizcon:

A No. The point that I asswme we ara addvescing
here, certainly that I address my testinmony to, was vhekthoew
thie wunicipalities’ abilicy to conmpsts in anv ratzail
buginess is hampered by their having to pav an undaly high
price fcr the power they b7y, and it was a conpasison
of that powar they buy with what wouls be rald bv aa

industrial user buving 2 similar azasua
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discussing, unless you tell me othavvise.

Q I thought you ijust said that mcst industrial
customers of the awunis would use zat: 1157
A I said that. I don'’t sce its relszvance to the

other guestion.

CHAIRMAN RICLTR: Myr. Reyncids, are vou 3aying
that an industrual customer <¢f the munizipal would
purchase from the municipal at the rate statel vnder 1162

MR, REYNOLDS: ‘m caving tiiat the municipal's
industrial customers for the most part would ba the type
of customer that would te purchasing From Chio Zdisoa under
rate 116.

CHAIRMAN RIGLER: ALl zight,

MR, REYIHOLDS: And for conparison purposes,
therefcre, the rate to the vholszale custcmers should ke
compared with the 116 industrial rate, which is tha
competition that the wholesale cus:iomer would hive ©2
meet. That is the alleced price sqgusesze.

MR. SMITH: Do you o an additicnal step and
suggest that under the 118 schedule that there iz a
sufficient spread betwean that schedule and 116 to parmit
the municipal to compete for that wholaesceln lsad, :that
industrial load?

MR, REYNOLDS: Yes,., we will gzt to :has.

MR. SMITH: I anticipated vou.

U S —




ar?

i0

i

12

i3

14

-s
o

i6

17

is

19

20

21

5097
BY MR. REYNOLDS:

Q Do yon kncew what criteria Chic Edison unes Lo
apply these indusirial zchedules o wi=ir industrial
custcmers?

A Mo, I dc not, asida from what i3 sta=<23d hexa.
There is suppeosed tc ka ctated here 21l of the ccnditlions

of applicability.
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Qo Bs you know whethzi ths Chi¢c Fdizon's municipal
lcad factor is == for its wheolesals cusicrters, i3 mere
sinilar to the load facter thai is contewplated fox
industrials in 115, 217 cr 1132

A b

Q And whar is the basis for that?

A, Looking at the Iigures aend tlhe company®s vepor:

to the Federal Pouwer Commissica and
shows sales under the scverzi rat
kilowatts and kilowatt hourz and re
analysis of typical lced factors i
different rate schedules.

And the customars sarved
schedule are more comparable in size
the municipalities than the cuztomars
other rate schadules,

Q What is the load factor o

served under 117?

v
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Mmilts one Lo make sone
ndicated under the
AL
factor Lo

aad

sz2rved undar the

£ ¢he industrials

A I don’t remember the figuzs.

I made that comparxiszon.
you have a copy handy of the reports
the numbers.

Q Do you know what the load
industrials served under 113?

A Same answer

Z would be qgladg, if

to FPC, To lock up

- — . s+ —
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Q Is your answay {he cam: with Iaspant: L the
load factors for industiials uuder 1L.E8%

A Yes,

2 Do you have copies of the szudics yoa nade
or the analyses vou neada to daterwine the load Jfactous
with respect to tha indastrial: andesr ecach ¢f =hose chree?

A They ware <oie in ay hzad,

It is a simpls matver of locking 2t tha namoars
and veiume and dividing the kilewact hours Ly tha xilowatta
and numbexrs of custcorers and gettling aversgs uo2 e
customer, and averace kilcowail nRouvxs per Rilewnalti, 1
a range of =~ which does not Lave te~be nrovisa numbers,
but the approxinaticar %alls you guickliy wnish groun
is more comparable to tie aunicical group.

. ; can repaat the coleulacions Zor vou gquickly
hera, if you provide a copy of ths zsporty “o tia FFC,

Q How many lndustrial custemers wers tasxe in sach
class that ycu analvzee?

A Here I coundan’t trust ny aememy very far., I
believe the number in tiec 117 groupgs.wihlch wan the most
pertinent, was in the 3zneral order =€ 5¢ <o 100 cr so
industyries,

There waz a consideradbly luryer rmumber undsr 116,

"

Off~hnand I don’t rzmen! sr how mouy uviade

2 Do veu rzeall rouchly wpat the 4Alfferz2nes in

S ———
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load factors was with each of these groups of cuvstomars?

A No, I 4o not.

] And “he lunys?

A NG,

Q Was it larg or a snall dlffaranca?

A I can't expand on whac I sald bafaia abont that,
e Let me ask you to leok at the Nationzi Zlectrie

Rate Book excarpt, UJ Exhibit 472, which i3 the
Pennsylvania Industrial Rate Schadnle, What iz cthe difforance
in the character of gervice betwaan Rate Schaduvle 30 and
51, as shown on page 107

A It is a difforence similay <o, and I bellieve,
identical with the case vou refer to with &2 Chio Zdison

schedules.

’
el

Sechedule 50 is aprlicable bzlow 15,000 wolis an
Schedule 51 abobe 15,000 veolts. While ve are c¢u that
poin t, let me add, and I should have said i¢ hefora In
referring to the earlier cuesticas about which schadule ls
more comparable, it weould obviously not oe approprizce, even
aside from the reascns I gave to compars a rate sshzdule,

based on delivery at wvoitage of less than 12,000 wolts

and, therefore, a higher rate, to the wates to th2 municipalitig

wvho take serve at more than 15,000 wvolus.
MR, SMITE: Before you lzave this line of

quaationing, I have a few questlions tc ask,

i

|
'

13
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MR, RZYNOLDS: I'm not ebout twoc lazave vet. I'm
still on this.
Let me have Zhe last answer bansl:.
(The repcrter read the secordé na raduestad.)
BY MR, REYNOLDS:
OMr. Kampmeiex, do any of the mwicipal ustcuars

e 3 ¢ Ya 35 & R s P Y
tiea thet take powar at

'j-

of Pennsylvania Powar have focil
15,000 volits or abova?
A That was my rz2collaectlicn.
Now, I can cite vou specifics in the cusge oF
Ohio Edison, becauvse I happen to have a soaple vith

ne in my notebook.

I don't havae the Pomnroylvania ona,

i

¢ If, in fact, no nunicipal customars cof
Pennsylvania Powar have facilitias that can tuke pover at
25,000 wvelts or above, then wouldn’i the proeoor zohadule
for comparisen be 50 rather than 517

A I would have to re-examine thut., I

night be. I'm not sure.

- Q Can you teil by a lock at those two rats
schedules whether rate 50 ils highaer ¢hory aes 517
A Rate 50 is higher than rata 5i, vos,

I must say it is hard to tell jus: by lockiug
at them, because of their complemitcy == they aro unucually

and unnecessarily complex.

— i . ——a——
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But I have mads the calculatvion sufficizntly

to show for myself that 20 ig hicher =ran 5.1,

Q How did you arrive at the decisicon =0 use
Schedule 51?
A For the sama reascas that I staizad in the case

of the ohio Edison comparison between Sehedule 117 and 113,
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Q Ie that becausa it wae ynur vizwy Lhal tha
customer had tie cholce Lo ba cn the lower of the ewo
schedulas?
A That was cne 2lament, 2ssunine h: is grepared %o

take at a specified voltage leval. ves, Le has 2 2hoica.
Tha cthar nore cruciul elemencs X men:iicned were
comparing the size of the municipal lond and their load

factors with the gizg and isad factors of che iandugcry

therefore one should look at if cne is talking aszout
sales to municipclities and tc a comparabie -= and to

an induscry with cnnparakle loads.

Q And why did you not scliect tas £27
A Again Jor the same reasons I gtated, Li has a
somewhat higher rate level and I think that cavtsmars
therefore tend to gravitate to 51 rather than 22.
At any rate, the ones compazracle in zize %o
the municipalities are fouvnd undoexr 51,
Q Do vou know how mﬁnv industrial custoners are

servad under S1 as opposed o 327

A I don't recall anv noras,
Q fou did makxe that analysis at ons zoiat?
A Yes.

Agqain, I would he ¢lad, if vou want 47 shov me

-

the report to tha reC, to run whrouvvh it wizh voun.

- —— —— ——— —— —— <t oy
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1 0 Which had more industrial customers?
2 A I don't ramember., Thare arz2 cn3: or two cther
3 differences between these sch2dules and the zchedules of
4 thie municipalities.
5 Q There is ac quast.ion pending.
€ A I was trving tc recall whethor chat was cne of
7 the things vou asked me aboat whare I may not have scompletsly
- answered.
) MR. REYNCLDS: Mr, Smith, do vou wzant to ask
10 questions on the rate schedule?
1 ! MR, SMITH: I think thac I would like to defer
12 | if the Department is going to insuira further into this subjedt
i3 matter. Perhaps it will be raccived. If ﬁot, I will ask
14 then, |
15 | Will vou be going into this, Mr, Caarno?
16 MR. CHARNO: Y=2s, I will,
o MR, SMITH: I will be interasted in knowing -=-
18 my questions might center around wnac effact, if any,
19 industrial rates are influenced by the desire or thes
20 efforts on the part of utilitias to attrast iandustry into
21 their areas. To what extent this introduces a competitive
22 factor to utilities in other regions cf the country, and
23 the extent that the state utilitizs ccrmission take
24 cognizance of this and the extent to which the state
5 | utility conmissions taking cognizarnce of the fast that
!
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the municipalities could use wiis gime concent Af 4hs had
the rate, nacessary rats, corrzot racss €0 r~wpets Sox
industry vis-~a-vis other narts i thae ccunury,

Have I nuddisc that up?

MR. CHAIIO: I think w2 willi ecver that axea,
ves.

BY MR, REVIICIDS:

Q Mr. Kamemaisr, are you aucre of 2 rapurt issusd
by the Tennecsee Valley Juthoritcy that =4 :ceg that tha lov
rates of the Tennessee Valley Authcerizs Ffor Luduscrial
customers has not tandad to at:iract industry away £rcm otihsr
arcas?

MR. CHARUO: Cculéd we have & dave Jor zhat
report?

MR, REYIIOLDS: Late ‘40s, 1637

THE WITYESS: I don't racalli cae around that :timc.
I racall one quite a few vears zorlicr than Shac.

37 MR, REVIOLDS:

Q You say -=-

CHAIRMAXN RIGLER: Ask him if T7A aver fommad any
conclusion with respact to whethzr 1low elusirie races
tended to draw industry from othar scotions of the couniry.

BY MR. REYHOLDS:

Q Can you aaswer that qusscion, Hr. Jomsmaier?

A I think so.

e —— - — 8 e A S . e
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I think it is neczssarvy ia answerins :zhat
question tc make a careful disztinction Latweern tws different
things:

One is aitracting new industi-iz2l planis which are
looking around the countrv for a place to _ocate, aad
the other is a quescion of whather industries close down a
plant in one area and movae te ancthar araa becauze of iow
rates.

The answers ars differeat. On the first point,

the conclusions TVA found was that iis ratce have

acouragad
industrial development in the Tennessso Valay with a good
many new industrial plants boeing 2staslisned shere which
might presumably have bLeen esteblished zconewhers alse.

On the question ¢f whether this has led --
the low rates have led industries to move to the arsa from
somewhere else, they ware able to find on the cccasion I
recall, which was a number of years age, two exannles, both
quite small cver a period of 20 vears or more.

Q What kind of industries cenerally were atiracted
by lower rates to locate in the TVA zrea?

A Large electro=-process industriss, whicn use
large quantities of power, and which therafora have
relatively high power costs in ralation to cther companies.

Q Can vou give me some order of magnizuda as

to how large an industrial yvou are talling akous?
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A Well, it ranges wi<ely., Thae ore typicals

ones might use from 20,000 kilowabzis 4o 300,000 hilowates.
Q Those ara the induutrisls of the size which

the municipalities of TVA would mot ba zupacnid 0 serve,

tut rather TVA woculd serve dizoctly?
A No. Somge of thom on tha leover side of the

Q Would vou expect, Mr. Kampmelior, Szt tlera
weuld be many industrials of 20,000 !mra and 2zove that
would locate in an area which was served by a small
municipality?

A I don't know what yoa m2en hy mcav. ‘Thuwe

are several dozsns of them in the Teangzzes Vallay.

Q What about in Ohio?

A I don't 222 any roason why Ohic wonldr's tend
to attract siamilar kinds of industries. The CIP20 ares
is a more industrializcd area than tho Yenneszes Vallay.

Q Mr. Rampmeier, did you nake any studizs to
datermine what proportion of tha fined costs z2ve included
in the demand charge under Chio Edison’s zzt: schadule for
municipal systems comparad to Chio Zdizen‘s Ladugerial
rate schadule?

A No. I think that Zalls withia ane answer

I gave vesterday that I have nobt mads any detailed cost

studies for Ohio Edizon.
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Q Let's assume a2 municipal avstow

demand of 19 megawatts; under ‘oz

systam would pay to the wholas:le supoliior
demand charge, would it nec?

THE WITKRESS: Would yom repeat the guastica,

please?

che reporeer raad the

(Whereupon,
pending questisn, as rzguaest.l.)

THE VWITNESS: I don't want te bz ait-picking,

rathex tharn kilowatts.

but the demand charge is hased on kva,

Of course, I assume when vou asked =ha guastiona fle way

you did, you are also asking about the demand charge in the

.
that

particular month in which

That would necessarily be the demand charac of ancthor

month.
BY MR. REYNOLDUS:
Q Say 10,100 kva demznd. Assume that gycten

adds an industrial customer with a peak demand ol 10,200

kva. It would charge that customer under .¢3 rats
schedule for 10,000 kva, wouldn't i%?
A Presumably, ves,
Q Now assume that that 10,000 kva incdustrial
custcmer has a peak demand of 10,000 kva, but only 3000
kva of that demand occurs at the time of the municipalityv's

peak demanc, therebv rajsing the municinulity's pzak from
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12,000 kva to 18,080 wa?
A Yes.
Q The municipal aust now puay i%s whelzszale

suppliar the dumand chaxge for 18,000 kva, dzn't that rigat?

A Right.

. ———— —————
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Q Now under the assumpiicny ré av2 just
discussed, isg it net trus that the mw

its industrial customer its rate for

-~

increasing its pavment to the wholzacszle su

charge for only 800C addisicnal kva?

A That's ¢corract, under the a0

Right.
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Q Moreover, “ne edditicnal -~ moreover tha2 additional
8,000 kva of the wholaesale custcrar's dea.nd would ba
charged at its lowest deamand bluck o the wheolesale
suppliers rate schedule, waile the municipality <rouid charga
its industrial customer form its imitial highest demand
block on the rate 3schedule; iczn't that corroce?

A That is correc.t

Q And wouldn't it also be trua that ths energy
charge paid by the municipal to its wholasalie supplier
for the kilowatt hours associzted with its zale to the
industrial customer would te paid Ior fron Lhe
wmunicipality's lowest energy block cn +h2 suaplicr's
rate schedule, while the municipali:y, in turn, would
charge the industrial custcmar at its iaitial highest
energy block?

A That is cocrrect.

Q Doesn't it follow then that a simple comparison
of the wholesale supplier's wholesale industrial == the
whole supplier’s and industrials rates =-- strike that and

let me say it again.

Qe Doesn't it follow that a simple compariscn of a
wholesale supplier’s wholesale rate and industrial rate
does not indicate whether there is a price sgueeze?

A No, that does not follcow.

Q Why not?
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A Let meo €try to explain., SBxachly tirae sawe <lomante,
providing some margins for a municipality in scsving an ;
i

industrial lcad apply te che invagtor-~cwned ubllliy, if it "
i

is supplying the iadustrizl lcad, f

If, howover, the investor-cwnnd utiiisy is supplrin

1
to the municipality, the power wiich tle mcaicipaliuy ia ;
going teo resell,and the municipalily heoc to pav sigrificently |
more for that power tvhan, in elfect, it is eccsciag the ;

iavestor-cwned wtlility, and it would bu justiiied cu =
¢ st-related bapgis, justified as indicated 5y tne . ;
sort of rate comparisons that I have been walling sbout, than

the price squeeza is still thay

W

It doean®t alcer the price sgueeze ab 11,
vhare one particular industyy gerved clther o
owmed utility or the nmunicipalicy huppanz o have iic

peak right on top o<l the syston peal or anoilier anz ig j

- completely cff the systen peak. ;

The conditions ars the some in zerms of the quascion

of the relative cost of the wholeszle proiun: thae iz

involved,

P —

And 1€ there is a differanzial <«hzire

that is unjustified, then you havae a nrice squuazs,

o o

- ——— <o~
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BY MR, REYNCLDS:

Q Isn't it true thzat under &the conditicns you
pose that if the wholesale customer —-- if the wholazals
customer charged its industrial cusctorer sxazely the
same industrial rate that the wholesale supsliier eharged
its industrial custcmerxr, theftt the <~ and b2 whelesslae
rate was the same as tha industriz2i rate, taan the
wholerale supplier would pav its wholssalzs ~- 12 me start
over again.

CHAIRMAN RIGLER: %Yhile ycu ars sires:ling with
your question, let me ask the witnese & questioca or Lwe.

In the example Mr. Reyrnclds agavs, it was
indicated that th2 municirzlity was making mcaey on
the resale of power to its industrial cusztomers,

THE WITNESS: To this par:ticular industrial
customer, right.

CHAIRMAN RIGLZER: Wevldn't thavy maks more monay
if the municipality was purchasing at the
incdustrial rate ail alonz?

THE WITNESS: Exactly.

BY MR. YNOLDS:

Q That would derend con what the industrial rate is,

wouldn't it?
A If you were prumising a different condition

than we have been talking cbout, cone in waich the rates =c

e
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the municipality is lowar thaa thz industri=zi rate,
then my answer woulé ha diffsrvone in khat concent.
MR. RBYNOLDS: Why Con’t wa take Zive nmiavics?
CHAIRMAN RISIZR: &1l right,
(Recess. )
BY MR, REYNOLD3:
Q Mr. Rampm=ier, uvndar the ceondiitiens that wa
discussed regarding the 10,000 kva systam ard
the addition of an industrial custower wivh a peal denand
of 10,000 kva, is it not true that tha wholesals nunicipal
customer is paying to its supplier for fawver wva whan it iz

gelling to its industrizl customer?

2 That's correct.
Q Isn't it impossiklie, without malking a studaw,

to determine solely from ths face of a wioloralsz gunoliariz
wholesale rate and industrial rate, that the wholaosale
customner could not offer a2 competitive prisce o a given
industrial custcmer and still turn a profit?
A Would you rsad that questicn again?
(Whersupon, the reporter read the
pending quasticn, as requcoezd,)
THEE WITHESS: I will have to asi you co read
that cne mcre time.
(Whereupon, the iepo:per roread

the pending questicn, as requosted.)
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THE WITNESS: It depen<s on the particular

custemer, particular industrial ovsconer znd the rature
of his requiremants. I zhirlk in some ozsas it would he
easy to arrive at a conclusion wicthout a cdetailad studw.
In other cases, it would require a deutalled study. atailed
meaning running shrough rate schedules zand so on, at lecast
as a first step. That might bhe sufilcient == 15, 20
minutes work might b2 sufficient to answer tha guestion
and it might not. If it is a very close question, then
you would have to get into further analysis of ccst factors,
investnent factors in serving the industrial customer,
BY MR, REYNOLDZ:

Q Did voux 4o threough that kind of 2nalvsis?

A No, because it wasn't r2levant tc what I was
testifving to.

Q Would yvou define for me what your undarstanding

is of the term "price scuceze”?
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A Yes. In layman'’s tzrms, my ndershanding is that
if a company whicn is serving custcmares, beth al wholasals
and at retail, who offers certain prices te his larga
retail custcmers, if he then refuzes to sell o wholesale
customers forresale, at terms which weuld be rzascuably
compatible with the terms I just refarred “o fcr his sales
to the large retail customers, but rather,; demands a
substantially higher price, thersby hampering the distributor
in its ability to compete for such re:tail cucicrers, that
this constitutes a condition of price =qguezze,

Qe I see,

And it i3 your view trat in oxdar to form a
judgment regarding price sguseze, that a study vhat weuld
to to whether or not the rate chargsd to the wholesals
customer was such as to hamper its zbllity to ccowpote and
turn a profit, would not ke relevant to whether or not
there existed a price squeeze?

A Well, hampering its ability =-

CHAIRMAN RIGLER: Mr. Reynclds, I will
interrupt you on that, because I don't recall the Witness
testifying to that,

That is so far frcm what he said, thet T think
the question is improper.

MR. REYNOLDS: Would you rsad two guzstions

before and from there right through.

e ——— . et e . . i . S
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MR, REYNOLLS:
CHAIRMAN RIGIER: Iilo.

You may rephrsse your guzstion,
BY MR, REUNCLDS:

Q What was the intenticn of renr Lzshiaoay as

set forth at peges 34 anc 347

A WQll, spec 2iecally, it was
the quaaéion at the top ef pagyae 34, in vhe JArCG
can small systans buy powasr acv lower
with similar enorgy and demand reguirementos
MX. RKEISHCLIE: Was
your view ceemed rslevant Lo Nuagsticon 41 on noge i1
THE WITHESS: Yes,
BY MR, REVNOLES:

Q Is it your tastimony today that, insoiar as
you knew, thers is no price syveszse situaticn In oOhi
Edison's gervice area?

A No, that is nct nmy tasiimenwv.

Q Is your testinony exac:ily to
it is your judgment that <hare is 4 price aguezue citunation
in tne Ohic Edigon servica terricory?

A It 80 appsars to mae,

Qa Does it sppzar to you without having

L = “
sinplae cooweziven ©f

undartzken any study othier than the g

. ——— ———
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the wholesale supplier’s wholesals raite and indeserial

rate, with regerd to whethexr or not the vhoagsale sustomer
could not offer a competititve mrice to 2 givda infustrial
customar and still turn a profic? .

A I believe I should be entitlad at this point

to explain a little bic.

e Could you answer tha ¢ioestion, ploasa,
9 Would you read the question, nlease.

(The ra2porter read the pending gueszcion,)

MR. CHARNO: Objecticn, aslked and ansvered at
least twice.

CHAIRMAN EIGLER: The objection ia weli~founded,
I will permit it, nornetheless, this cne tine.

I think ycu have just about exhausted tchis
area, however,

THE WITNESS: Theras is a double negative in
there, and other difficulty in following. I will have to
ask you to read it.

(The reporter read the pending question,)

™HE WITNESS: 1I'm sorry, but I dea't think that
question guite hangs togather.

You say, does it appear Lo ng ==
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BY MR. REVIICLDS
g It raifers to your praviowvu scatoman® coasscning

price squeasze. You indlezted it zppears o vou thave was
a price squeeze situvaticn

The question was whether tuzt conclusica was
dtauh without undertaiting the cort of study that I ashed
in the quastion.

A Well, let me see vihcther Lv saranivasia
the question, I can be sure I'm ansvaring tha rzight
questicn,

Are vou agiking e this:

Did I conclude without nore desailed studies
that I have described that a municiculisy mich: 2ot be
able to serve cortein indvsirial customars ac a profit?

Q L2t me agl: vou this:

Did vou make your detorminatica or fora vour

judgmant as to the existunce of a pricze aguscave solely en
the baails of the studies that you have deseribed in your

direct testimeny and o th2 extent That you hawve discussed
it on crosg~zxamination tcdav?

A As reinforecad by zuch ecirsumstancizl svidence
as the various mwaicipalities who nave Loia wnasle to
continue to remain in competition with Ohio Zdisen.

Q Ax€ which municipalities are you raferving io?

A Oh, for example, Nerwcli == I <on's have mv list

— — s

B ———
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divided up by ccmpany arzas at tha nmoa=nt,

them for the momeat.

Q What is the ccmpeticion for industrizl customers

between Norwalk and Chio Ediscn that you hava in aind
that caused tham to gc out of kuziness?
A They apparently clz2arly were finding it

i it at

increasingly difficult to produce power and sz
rates that would be comparablzs with Ohio Edigon’s rates

and still stay in the black.

Q Do you know when YNerwalk wag acquirzsd by Ohio
Edison?
A I did know. I den’'t hava the éate ir mird.

Not' terribly long ago.

Q And what ratas are you reiferring t£o that vou
compared with Norwalk and Ohio Edison in order to draw
the conclusion that you just drew?

A The comparisons could ke daduced izem tha
consultant's reports which I saw, which indicated the
revenues received at Norwalk's existing rcates and whas

the corresponding revenues would be for the Chio Edison

rates.
Q What report is it that you 2:w, epacifically?
A I don't remembar the -- either the nama of

M the consulting firm cr the name of tha report.

Q Who showed vou that reporit?
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Attorneys for the Dajpzarment

b

When d4did that cecar?

20 » ©

Three months o2 aa 2o, I sup

And it is vour tascirmont thai

the revenue figures in thot report that wveu

taere wae a price squeezc sizuation racarding

vaich resulied in llorwall: Leing aogrired by Oalc 2dison?

MR, CEARND:

characterizacion.

MR, RETNOLDS: I'm asking if

MR. CHARNOC:
MR. REYNOLDS:
i3 the bassis for his conclusion.
‘7 MR, CHARIIO:

CHAIRIMAN RIGLEZXR:

(Wheraupon, the rsoportar read

-

pending question. a2z requestad,)

CHAIRMAN RIGLIR:

THE WITHNESS: I'm not sure I

or no.
CHAIRMAN RIGLER:
testinony.
TEE WITUESS:
BY MR, REYNCLDS:

Q Am I corract that u

TPhae withegr did

1 ket - P,
I'm asking che

That is noc wha

Lek me asar

Thsn the angvar

I object to tihat guesticn as a wis-

.
VACSIEST

the gquastion.

the

You can zanswew

i —— o — - ——— S ——— i . —— . 0 o S———

that ves or no.
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showed you regarding Norwalk i3 Lh2 solz bozis on which
you formed your conclusion that lNozwalk was {orced out
of business as a1 result of a price srmg2z-7
MR. CHARNO: Objection. I den'4 beligve that
is the conclusion the wiiness testified to. & is a
mischaractarization.
MR. REYRCLDS: 1I'm asking if thut is his testimony.
MR. CHARNO: #®o, vou're not., You'rs asking if
that is the basis for the conclusion he reaciued, and you
misstatad the conclusion,
(Whereuwpen, the reporisr r2ad from
the record, as reques:ed,)
MR, CHARNO: I repea: my chjectisn. l
CEAIRMAN RIGLER: I will sustain that.
BY MR. REYNOLDS:
Q Did you compare any rate schedules with ragard
to the -~ strike that and let wme ask i: this wav:
Did you compare the rate scheduvies for Chio
Edison's wholesale customers and irduscrial customers
for the period preceding and ap to the time that
Norwalk was purchased by Ohio Edisen?
A I can cnly answer that if semecne willi tell me
the date when it was acquired.
Q Did vou look at any rate schadulas otier than

the rate schedules that have been intre quec2d as exhibits
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to your == by the Department
the ones that we ravarrsd *o

A Yes.,

a rad-lined,

6032
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o vhich ones?
A well, it so happened tha: a fow vears aaxiicr, I

was aska2d to conduct a race seminar for 2 grouwp of

manicipalitias in Ohio, ricligan; Indiana, =nd weong those -~

among the participants wers son2 syctsms s2zvad by Oalo

Zdiscn.

They introduced me at that time to ~- th2L wag
the first time I was introduced to the Chic Bdizon
industrizl rate schedules, and the question came 22 in the
context of whather these were not wusuzlly ana eaduly
ccaplicated rate schedulzs, Thay wiame,

Theraforz, the matter agtuck in my ndnd., When

I was involved in thic, I zrecalled chat., /&g I fouad that

[}
Ll
O
O
o
§

&)
L
13
@
&
N
2

I had kept the liational Blactric Rat
that wgs == Natiocnal Electric Rat2 2eock thas was curzent
at the time of that discussion.

So I loaked up those rotas ©o eoe wiethexr tha
bazic form nad changad any, and st&ntiaily. whnt hed bzen
haprening to the level of it.

And those are the otlier rates to which I rufer of

Ohio Edison.

Q what was the time periocd cof thoss zazes?
-8 As I recall, it was == now, it was the lzte 506.
Qo And diéd you look at tho wholcgals rates at

that time alsc?
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A No, T éida’% havs thoge avgilable %o w=., I las
at taenr at the tima, but I didn’t hove them n mv flles

d didn’t have tram availshlie wien I lonhed L0 Dach en.

* Do you laow new or do vou Tosail e, Wwhether
it was your judgment that a grigz saueers exisied abt that
tlem?

A 1 wasn't chinking of i, pareiculivly, in thoss

terms. That is not primerily %he terms in wiich I'm
thinking cf it now, But I d¢ recall trhat the sates to the

municipalities at that time appearad =o de unduly hich

- T thought you said you didn'?: lecik ut the
wholesala rate schecules at taat <ima?
A 1'm sozxy, if I dida’t nake it slasrx.

I did icok at them at the tima.

I was not able to refresh oy zemory about them

(3%
7.
£
<
i
o
o
2

a% the time I look back in my filaes now. “hile

Nati ! Eicoozie iaite Bucr, that is the soxrt of ching that

has raference value for various purpc:as, I had nci k=pt the

wholesale rate schedule.

CHAIRMAN RIGLER: Hr. Rawmelds, lz2¢ ma ack you
a question. 1Is it your thesis ia ¢this line =2f quezticninq
that If a municipal can obtain an iadustrisl

customer and make a profit on that suctomar, than tha

municipal cannot be the wvictim cf 2 price ~guaazar

P —-

B —
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MR. REVMOLLS: Of course, Yes, sir,

Am I toc underztand Zfrom the guestion of the
Chairaan that the Chaiiman has g Allfaorant wview?

CHAIRNMAN RICLERs You arz o tacsrstand thabh the
Chairman will esk the cuestions, I'm preling to Ziad
out what your concept of the anticrust lows in an inzoasistant
sictuation might bsa,

Would it he your position that any dasree of

MR, REYNOLDS: Could we disnisnz the “iliness?
CHAIRMAN RIGLER: Yes.
{(The Witnesec was cexpurarlily
e:xcusaed,)
CHAIRMAI! RICLIRs L2t nme restace thisz,
Voudd 1% b2 your sontention, ar a generxal
matter now and withocut referenca to any particularw

Applicant cowpany, that 1f a monopeolist allous lte

customers to maka 2 small pref.t on Jasala, tlat lle
monopolist thereby cannot ba 2 monepoiist? -

MR, REYNOLDS: 2ke last nart of thcot is,
therafore, a moncpolist cennol be a noncpoly?

CHAIRMAN RICGLER: Would not be en

acad an

<3

anticompetitive acts or couid nei be fownad uwo ke engacing

in anticompetitive acts.

. A P o D s -

. —————————
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! MR, REVHOLDS: Well, certainlyv, sinc: tha
- “ rates are set by regqulatery authority, I would have
3 no problem saying, absolutely, yes, t2 chat,
4 CHAIRMAN RIGLER: Scmenf vour questisns tc the
S Witness were premises on the munieci-ality sclliing to its
© ! industrial custaomer at a competicive rate or
7 competitive level., Is that the vhiase you usaed?
8. MR, REYNOLDS: At a compet.tive price,
8 CHAIRMAN RIGLZEF: Suppose the price ccould
10 be more competitive., Would that be 2 {acior in aszeesing
i1 || whether there could be a situatien isconsisteat with the
12 antitrust laws?
13 i MR, REYNOLDS: You say "sunpose"” “he
14 municipal customers ==
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CHAIRMAN RIGLZER: Sugprnosge the munizizalicy
could buy at a rate that would allew it =o aof
more competitive price tc tha industxial custcouar

MR. REYNOLDS: The prodlem I'm kaving is that

the prices are set oa the basis of cost of sawvice by the

requlatory agencies. Wher you &0y a more competitive price;

I don't understand uhat you mean.

CHAIRMAN RIGLER: We have bzen ia <his area forx
over an hicur now. The witness has zestliisd i cle
municipalities had an industrial reie that thay would

have a greater margia of prefit,

'ty

-

It seens to e logizal that thaey coulld then 9o
to their indusirial customers and parhaps aogoitiats with
them for an even lower rate and introducz a aew clenszat
of competition so thakt the inve r-ouned uvtilitics
might consider whetihz2r they wanted o lowar theirs rate

schedule to ccmpete for those induactrial custoners,

There would be a hrand naow elament oI ccupetitioa.

— ————————.

MR. REYNOLDS: Axes you sugyssgtiang isolated lowaring

of rates? PRates are uniform, By reagulation idhey have
to be unfirom rates unlese w: manipulate rates aad then
you discriminate against different zuctcmers anl yo>u zun
into ancther ancitrust pioblenm.

CHAIRMAN RIGLZER: You =mixht have zo lower the

rate schedule as a2 whole, then, would you ne:, ia crder to

!
i

—— . . G— —— . ot
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introduce the new element of zourztition?

MR, REYNOLDS: Anc that would depead oa the
cost of service, which is what %ie wheole reqgulatery
scheme is about. Otherwise yocu tien run into discrinina-
ticn against other clasces of custonars, lilkec a resilential,
let's savy.

CHAIRMAN RIGLER: All right, ILet's ra2call the
witness.

MR. REYNOLDS: Mr. Chairmon, I think the witness
has already stated that it would b2 inappropriats to lower
the rate of a wholesale custcmer zimrly to make him
competitive for the indusitvial lcad where cost of sevrvice
is reflected in the rate.

That was his testimeav.

§ not quitz his testinony.

b

MR. CHARNO: That
You are close.

(Whereupon, the witness resumed tha2 stand.)

MR. REYNOLDS: I would like to regquest fro
the Cepartment of Justice a copy of the report that it
showed the witness wiich the witness has indicatad at least
had some bearing on his determination that there was a
price squeeze situation in connecticn with Norwalk.

MR. CHARNO: 1I can say I haven't the slightest
idea what the witness was refarring to, but I can guarantee

that it was produced on discovery by the Zppiicaa:. The
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paterizl that the witness waz shavn was that oroducs=d
on discovery by the Applicants: 1i wowld be nore zreadily
available to Chio &ddison than uws, prolaply.

MR. REYNOLDS: If the Lepavimont will
designate which deccunent it was ¢ihiat was produced on
discovery, but I would like %“c have the ideacity of tae

document that appareatly was produced on discoverv tha

Mr. Rampmeier was referring e

W

MR. CEARNO: If Mr, Bergar is osure hH2 has no
idea what thet dccuseni is and can's ascorizin it --

MR, STEVEN BERGER: X dou't. I wasa't privv to
your convarsations wigh. the witnaess.

MR, CEARMNO: There i3 only on2 such doswasni.
Let's proceed on that nacic,

BY MR, RERYNOLDS: Is taat the study you are calk-
ing about? The onlv one I know of i the cne thar was
marked --

BIR, STEVEI! EBRGER: No.

MR, REINOIDS: I €fon‘t now wiich study iz is.

MR. CEARNO: Vle will attaompt 420 estaklish

@
cr

which study it is aud inform the Apniicante,
BY MR. REYHCLDS:
Q Mr. Rampumeier, ¢o you lknow of any industrial
custemer that Norwallk desired Lo compete £or, but wvas unable

X by 2hic

(B

to do 5o bacause of tha rates charged o dorwa

A it e s o, A Yo S = | S — o
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Edison?
A I don't have any such customer in mindé, no.
Q Let me ask you this:

2 -

Mr. Kanpmeior, can you “2ll us 2L what
period of time Norwalk was a wholssalas cuctoner of Oihio
Edison, if ever?
A No, I'm not sure I can say thacv. tlorvalk was
tasically a generating system for an excended pericd, and

was looking for alternatives and the guestion of

&)

wholesale power supply as an alternativs was one of the

questions that was examined, at 12as3t to some Jegree.

I don't recall whether it was implemented for any length
of time. I don't recall relative -- the details on the

relative alternatives at this stage,

Q Woulén't that have a bearing on whather or nct
a price squeeze situation could possibly rav: existed
with regard to the City of Norwalk?

A It may have a bearing, I think. Thae key
question there would have been whether the wholesala
service was available on term, which would have zllowed
Norwalk to continue to be competiitive, even though
apparently it could not be as 2 generating svstem.

Q Is it vour testimony that a price squeeza could
exist even if Norwalk weres not a whelesale custeomer?

A If it had any desire to be a wholesale custoner
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if there was any opportunity for it <o %3, but the zemms

ca which it could ke would have hapmerves ic in iss

ability to compete and I would zuv ves, vou would

have furtler evidonge -- which is why T z2favsved to this whol

business of Norwalk -- furtner avidanee of nrics scguceza
conditicns.

Q Po you have in nrind aay cther specific axamplas
of municipalities in the CCCT avea vaich vare desirous of
ccmpeting for industrial custowers, but vere unable Lo
because of the rates that that municipalisy wvas being
charged by the wholacals suppliicr?

A ¥es. I lcolz2d at sume ociisro. v racollections
are even less precise abcut the others at ta.s poiat
than about Norwalk. %herefsorqe, I'm gure I conld not
undartake to talk cspecifies without stretshing ny mzory

past the breaking point.

Q wWell, I woeuldn's =rant 20 do that, Mr. Ruarmeier.

A No.

Q Mr., Kampmeier, isa't it true that <he
cost of new generation and transmicsion cavacity that ig
installed today would exceed the average cosz of oll gencra-
tion and tranamission carpacity already in rplace on &L
Ohio system or cn the -=- ca the Chio Eldison sSystea, oy

on the syatem of anv cther CL2CO mexiar?

A I think thac i3 almost corteinly trva.

o

.--.--.{.'., —— ——
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Q And is it not also ¢trus thnt rates are established
cn the basis of aversge imbaddaed costs?
A By ard larce, vas.
Q And if rates zre astablizhed on the basis of

average imbeddad costs and tic csonis of new osnevecica

and transmission capvacity ezceads average imbaddad scsts,

is it not true that the addit.on of new custcmars, industrial
or otherwise, requiring additlonal generasion and
transmission capacity, would ianvelva Ohic Ddizon or anv of
the other Applicants in providiag service to such customers
at a rate which reflacts costs below the eact of the
additicnal capacity neaded to nrovida the servica?

MR. CHARMO: Corld I have tihet cnz back,
please?

(Whereupon, the reporter read the

pending guestion, as requastzd.)

MR, CHARNO: I agpjiect %o that unlaess thz
witniess understood it. If he feels he can angwer ik,
I won't object to it. I don't understand iz, myself.

THE WITNESS: Well, I thinX I underatani the
purport of it., I could answer it, I thiak, caly zais way,
that it is quite possible that this would be ~- =hat
would be the way it would work, but not necassarily.

8Y MR. PEYNOLDS:

Q Why did vou say it would nct necessaril s follow?
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you were giving m=s a2 vhils o
between the industrial lcad and the oeal Loud, then that

would start you off with a 20 percen: dillerxantizl, There
is preswsably som2 additlional ai

industrial rates for nmore typical cazes than that.

It would de a questicn of wacthuxr the couis, the

"2
(R M
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addi:ionzal costs that wers La2ing
to sutweigh thoze scrt of differsncials,
] Let me agik you this:

How much above averacse lnbhadded cestz I you
taink incremental coats for new capeeizy ig at the pregent
time for the CAPCO companies?

A Zou arz talkiag colely aiout iavestmusnt now
and no cther alenents of cost; is that zight?

Q 1 right, for goaeration?

A They ars preiably up 50 poercent. how nuch nose,
I don't know.

Q If the cost of new capacity cxceeds ths
averzge inmbedded cost of the existins capacity; would it
not b8 the case that the rovenues rocaived bLv Ouisc Zdison
or the other CiA2CO mambers wouvld ~ot be suffizient 2o covar
the cost of edditional capacity requiremeats on Qveary

addition to load remuiring the installoticn of naw

e —— . ——_
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capacity?
A You mean anless they had a surge
Q That's right.
A I think that is true. I hiope it is true.

Otherwose, I don't know why they wonld x:ve had &h

surge in rate increasges.

fal
-

.
h
-

im rate increases]

-
-
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Q Let's assume that a wholzsale custorner of Cuin
Edison adds an industrial cuscerser. Would it ackt La true
that the rate to that wholevale customar chargod by
Ohio Edison for the resulting adiitioaal load of thLa
wholesale customer would be bagsed on averac: asbazlded
costa?

A Largsly.

[+ Isn't that the way “ha F7C zstablisies rotes?
A Largely, ves,
Q Now,whexe the cost of new capacity 2ic:zeds

average embedded costs, if rthe whiiesals custornuze adds
an industrial loacd which results in ineresscing its

cpacity purchasss frem Chic Edisca, tharsiy raguiring Ohic

not Chio Edison be selling that additicrnal o=amacity to the
wholesale custoemr at a rate ba3sed on averace z2mbzéded

costs which would be below the incramantal coct of inetalling
the additional genesrating capacity rogquiraed?

A May I suggast added a2t the ead of wvour guestion,
unless there were a series of incrz2ases in the wholesaile
rate,

Q All right.

A Without sucn increasss, the Shicwer would be,
yes, they would be,

With the increases, I prasuna thet point is taken

L e e e ——y

e — e e A O —————— r— = ————
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care of,

Q If Ohio Edison sells pcwer =o its wioleszla
customer at a rate bzsed on avarage amtaeddea gosiy, which
the wholesale customer, in %urn, =zll: to its industrial

retail customer, is it not then trua that Cihie Edigon,
assuming it had to install additional capacity a:
2 cost in excess of averaqge cnbodded S08t3, in oxiur to
P-ovide that service, would raceiv: ravaauos ralow its
incremental cests, and Therzby suffer a pric: squaaze,
as the result of the sale?

MR. CHARNO: Could we rua thas by cnce,

slowly?

(The repor'-.r rezd the »ending queztica.)

. . o ——————— - — s A Ao,
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THE WITHZESE: do, it wouldé not therabv
suffer a price squeaze s & rasult o7 Lthe sals.
BY M. REYNQOLDS:
c Why is that?
A Because the same ¢ost cizevarances would apol

to Ohio Bdison if it wara serving the ladusiry, dirsc:zly,
as if they were selling the power to the municimalivy for
sezrving the indusiry. 2nd the problen of urward creud in
costs is beirg dealt with bv a serias o

Presumably that seriez of rate incraaces io taking place

both in the retail rates of Chio fdicon and in thz wholeszale

rates of Chio Edison and ianciientaliy also in tic retail
rates of the punicipalitice,

The only way ia which i would bs o financial
detriment to OChic Zdison would e if it wers Eeing alliow
to increase its rates to irdustries wicheu ¢ being allowved
to incrsase its rates to its wholusale ourtomars.

Q But until it gets the race inorsassz, CLic
Edison is going to suffer the'same, whether it sa2lls
\

directly to the industrial or i: selis irdirzctly thyough

wholesale customer providing the service to =as industrial’

A Well, the iwpact of cost incrcaces is the same.

It probably will not suffer th: zome overall Ziiancizl

effect bacause it will have somewhat higher mavgins in one

.~

rate than the other. Uuder the cissumetancss wa have Lean

- —

S .

—
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ar2
1 looking at where the rates to thi2 wholsegals custovers
s ara higher than the rates £o inaustry, ther prasumably Ohio
I . _ SR & - S -
3 Edison would be betier coff finangizll if iz so0ll the
i
| power to the wholesals customer zhan i< it celd it directly
L
" i  to the industry.
|
. CEATRMAN RIGLER: Let's tzl2 a chort five-
© "
: ' minute break.
|
S'i (Recess, !
i BY MR. REYNOLDS:
S |
10 % Q Mr. Kampmeier, you have incicated, I kelieve,
C !
i
ﬂ that an increase in Chic Edison's rates would 2 a way
i
'
- J in which tc cure the revenue lcsses that Chio CEdison
la :[
i’ ' - 3 T gk SRa >
t would experience as a result of tie rising costs that we
13 i
have been discussing.
14 |
Would it rot therefore be rore accuratas if one
15 |
|
1 M N
H is to assess a price sgqueeze to examire rzte schadules
16 i
: a 3
i over a period of time rather than tc pick cne isolated
17 |
i
ﬁ rate schedule at a single peint in tima and ccmpare that?
i8 g;
L A That would be somewhat preferable, as I tried
19 |
.. = "
; to indicate vesterday. More extensive studv over a
20
i pericd of time would produce some additicnal informatien,
21 |
‘ right.
22 |
i Q Do vou know whether or not it is the

case that the City of 2owling Green iz paying a rate

determined not by the cost of serving Bowling Gra2sn, but

.
w

o — 5 S . . S ~—
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by ths avarage co9st of serving all mute . cizal ongtoners

of Tolado pdison, incianding 3uwling Crzan
A May I have that question r2aa, plsaset

(Wheraupon, tha raporier read bhs

pendine questcicon, as roguested,)

MR. CRARNO: Can I incuire az to whaotlisy
that is the time the witness testlfizd concernine ox
whether it is at th2 pregent time?

MR, REYTHOLDS: At tha time hc wzocz his

testimony.

MR, CHARIIO: I'm sorrv, vou are asgkiag =zs of
September oi last year winether tiut waes tha ¢ase. ¥ in

as being the period he testlfied cencasrniag.,
BY MX. REVICLDS:
Q Lat's take it by tho times or eitier timc.
& Well, I think the anewer eicher tine ic no, X

don't anow.

j =]
L
-3

| K™
S E IO —————

T S ——

— — e



s21

wl

o

10

1!

12

13

14

16

17

18

i9

-
-

21

24

25

6051

Q Po you know whether the FPC zets c(~tes on the
basis of average costs of covrviug all minizinal cusicmars
of Toledo Edison?

A Normally, the normal practiza of zho FPC, as

I said before, i3 rot so much to cet Lhe r

™

.

:2, as td approve

L4

rates requested, but those ratas nomally ars gearad to

locking at all the customers in a clsss end Taking cceount

in the form of the rate in eifect ¢l siza of cuskonmarl on

how the rate should very with sizz or others chazacharizations.
Q Assume that the rates & boged on average costs

and Bowling Green's partisular ccais ane kalwe cha

average, would you advecate redecing the ratas to tihe City

of Bowling Green and raising th> rates tc¢ the remaining

municipal custorers for wheome the cozt of servi?e i.3 higher
rhan averaging ocut the cos3t and having a wiform rate?

MR. CHARNO: For clarificacion of tihe record,
do you mean cost of serving Bowling Grean or Torling Green's
cost of service?

BY MR, REYNOLDS:

Q The cost of s2rving Bewling Green.

CHAIRMAN RIGLER: Could you cive us a laad~in
on the direct, as to where we are? It night be h:lpfiul to
the Board.

MR, REYNOLDS: It is question €5 on pagz 33,

Mr. d‘aimanl
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CHAIRMAN RICLER: Thanii you,

L
&
1
¢
L%
i

THE WITHESS: The rabts gchaedules snc

e——

| - e

in any usual situwaticn,a singling out o a anrsiculer

D
4
5

custoimer in a class ©o b2 given a diffszert rula wohodaae.

If a2 cusitcmer is of gufilgiently crffavernt
size, so that this affects leval of ¢rslg, thea eitl ey the
rate schedile should b2 so stoucturad 23 Lo =okz shat int

acccunt, which would he the prefcrable cupiench, oF

shoulé ba a sacond raze schedule for the laTger CustomeIs.

t!
0
(O
o

BY MR. RIYNC

Q If Bewling Green wese bte proside lais navenue,

o

wouldn': the cothor municipalitiss Lavevic proviie 0rs

N 3272
-l

;‘0

revenue, in oxdar to Keep revIuues Joast
MR, CEARNO: Iz this wholessaleg revaiuvarn; oY
overall ravenues?
BY MR, REYUOLDS:

@ Wholesale revzauls,

A If the gole obijscetive iz to keep wholssale
revanuas ceastant, ves, certainly, that would have 4o ba
done.

5 Q Well, if ths Pederal Power Coumiszion 193
datcermined what the revenuas cheunld Le, weulda'e that
inidecata that the revenu2 be kept constani?

A T den's think that normully the Fodziual Power

|
Cormission narrcews down the gusstica of requircd zavanuas

PV
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to that fine a pcin¢, framnklv,
Q What is the basis for that <onclusion?
A The review of the findings of the Padaral
Power Commissior in " guite a let of dilferent casas,
CHAIRMAN RIGLER: Mr, Feynslds, I'm a lizele
puzzled by this myself,
Are you saying that tha Federal Power
Commission determines an overall lsvel of r2veauss to be

obtained by Toledo Ecdison for serving mu

.
[
%)
[
't
v
i-1
‘J
o*
rb
@
&

in its area?

MR, REYNOLDS: Th .t is right, for a class of
custeomers.

CHAIRMAN RIGLER: If custemera are suberacted
from that total, in order to maintain chat level of
revenues, other custom2rs must therebv nay msore; io that
right?

MR. REYNOLDS: IXIf “ha same facilitices are
used, then the answer would be, yes, denending an coet of

service,

CHAIRMAN RIGLER: What do you x2an by, if the same

facilities are used?
I'm not trying to quasticn vou now, I'm
trying to get a fix on where vou are going and what your

basic premise is,

So, if you can fill me ian a 1ittle bit, it weuld
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be picked up in your hyvotihetical by

be helpful,

-
fjSRration

MR. PEYNOQOLDS: If

wrmts. Paed % o
Y o -u-.:-..h’: M

g _ i P
TIVEY NG )y, 7 R o Sy
BRRLSID 3L CL28

and transmission facillty to suzve won

b

and one of these municipalitics leavas.

?

are going to be picked up by the aine cuctomaws of that

that remain.

You still have the samz cozi, and wvou aave
somebody has to pick up that cosic and thet
e romainiag

customers,
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CHAIRMAN RIGLER: That was the hvcothatical

MR. REYNOLDS: o, no. I z2skzad ths witnees
about the gquestion of reducing &2 rate Lo onz of the
customers which has a cozt belcw the average 205t 10T
the class, wh~i_her that would nec2ssitzt2 rairing the rates
for the other custcmers in the class to maiitain constant
revenues.

CHAIRMAN RIGCLER: Is it 2 pranise in toiz
line of questioning that there is a faciliiy tLe furpese
of which is to serve this class of customars

MR. REYNOLDS: There ar2 a group of facilities.

I was trying to give you a conzeptual sxanple to answer
your question. Theres are 2 group of facilities in order
to serve.

CHAIRMAN RIGLER: In fact, when Toledo Edison
builds a generating plant, it deozsan't azsign a portion
of that plant to municipal custecmers. It lcoks at them
as part of the cverall load.

MR. REYNOLDS: But the Federal FPower Ccrmissicon

determine the rate.

Q

will assign them a particular part t
CHAIRMAN RIGLER: On a plant-by-piant basis?
MR. REYNOLDS: OCn ¢he pasis cf total facilities.
CHAIRMAN RIGLFR: Thev look at the systicm as an

aggrecate, the aggregate generation <within the sysoem,

S ——
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30,000
A
what I

Q

Ediscn

Q

“ A

ratail

Q

determine yliat the appropricta

betwsen the rate of

MR. REYNOLDS: 2Right, and +tlhaxz

the PUCO does at the racail leval.

CHAIRMAN RIGLER: All rigat.

tracking.

BY MR. PEYNOLDS:

Have you nads any studias, iUr

"

Green and to industries with contrvac: de

.
~

kva?z

6056

Rom —":::.!'L s EO

=T 2L A st ruen 2oy YS §
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gservice to th2 Cigy of Rowling

wndes larcer than

No, because I didn’t tLink% that was relevant o

was testifving to.

Are you aware, lir. lamrasier,

Bowling CGre:n's rates have Leen lower than kha Toledlo

rates for the past few vears?

MR, CHARNO: Objecticn. Unclzar,

Are we talking about rctail or

BY MR. RETNOLDS:

Are you aware that all cof Be

I was aware that Bowling Craeon

cwling Grean's

rates, for comparable clasges of custowmers, hava boesn
lower than the Tolzdo Bdison's rates for these zimilur

clasases of customers over the past fow veoors?

ratas. I had not made thet couparisen uper se,

Do vou know if Toledo ¥dizon

zerves 3owling

nzd relacivel

nNo.

lcw
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Green at multiple delivary points?

A No, I don't know =hat cffhaand.
Q Do you know if Tolzdc Edigon serves ilncdustrial

customers with ovar 30,020 kva €aomand at mors thza ona
delivery point?

A Normally the servics would
point. There may be excepticoas,

Q Wouldn't the number of delivaery reints have an

effect on the cost of servize?

A Yes. It would also have an cffieoct on the power
bill.
Q On page 3%, Mr. Xampmeiar, vou indicate that most

large electric systams have thzix hichzst lcada on summer
afternoons within the hours of heavy industrial desands.
A Yes.
Q Have you made any studv of the lcads of the
CAPCO member systens? Can you t2l. us when thaiy highest
loads occur?
A Yes, in fact, I think I answer that ia tie wmiddle
of that page in answer to questien €7.
Q Were you aware that this post year Chnic Edison

had a winter peak rather than a sumer reak?

A No, but it cdoesn't particularly surprise me.
Q What would that indicate to vou about the etability

of seagonal load divarsity?

———
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b It weuld indicate that &ihs diflgrenca i3 snumer
and winter pcaks on the Chic Ediscon svetam i 1ot 50 ygrTent
but that if vou have an ecepcaic ¢veie which has o
impact diffarance in one secasca than the cthes, or if
you have abnormal summsr termgarabtuTes oF ohnomzl Woniel
temparatures, which you may get somae sbift In chat »2latlione-
ship.

The projestion Ohio Edlson made orn ity igad wes
that it would h2ve a summer p2ck. %The planning was done
on the assumptica of 2 summer p=:2X,

I thinik I zad

©

tha corarent garlier that nothinn
is ceriain in this busziness, and you hava <o look ag
prcbabilities.

That i3 the soxt of thing I was calllag &wout,
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Q Let me read you a staiaorent £ronm the 1370 National
Power Survey, Part II, Roman ifumszral 77=2, 2oman Numeral
IX, and ask you if you agree with this stacament,

"An analysia of lcad characcerizaticns on a
daily, monthly and annual bacis, chouws nininal diversicy
amont the principal power sugpliers providing cpproxinataly
95 percent of all ensrgy requivamsnts in tha ragion.,®

A which region?

Q This is the EBast ~-- ECAR xecicn.

MR. CHARNO: Could wa ascertain whashar vou are
going to be handing out copies today or whother that was
yesterday, and if you are not handing out cepizs, I would
like to examine it before the Witnass snecrers ¢he questcion,
And I would like for him to ses it in context.

BY MR. REYNCLDS:

Q "Little if any change in this ragard ic
antizipated in the futurs.At presenz both the surcer and
winter coincident p2ak demands in the region ar2 very nearly
equal. Future seasonal trends in peak demand nr: difficult
to determine in view of the compcsition and charactarizatiens
o fthe regicon,

"There is some evidence, howaver, that the
historical winter peaking characteriza:ien B2y be tending
toward a summer peaking situation.”

Before you answer,if you wont to iock &t that
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paragraph or Mr. Cherno wants to look 2t ik, that is

6060

I guess Mr. Lessy wante %o lock at i,

on this.

CHAIRMAN RIGLER: %ie are losing five ninutes

I want to make ..t clear, in th2 futurg, if you

are gning to read a statement to the Wiinzas,hava copies

available so that we don't run into these guaauiras,

o
statement?
A

disagree.

imply have
done that,
with , and

@

MR. REYNOLDS: All rign:
BY MR. REYNQOLDS:

The question is. do you agree with the

I find nothing in it with which o

Asked whether I woulid agree, I suprase could
I verified all of the facts, 2nd I havea’t
but I have found nothing in it to dizagrse
nothing in it that gives me troubla.

If Ohio Edison had a wincer peszit thiz past year,

is it not truve that a winter peak cccurring aftar 5 p.n,,

would have

occurrad when the industrial loadsnec longar

wre a significant factor?

A

question,

I expanded the assumption in tia2 middle of the

I said if it had a winter peak and then if it

had a 6 o'clock peak.

“

Let's assum2 a 5 c*clock naalr,

B v—
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bw3 1 A If it had a 6 o'clock pealk, %ien would that Se
2 outside the aormal iadustrizl hicars o0 coa’t Andustrial
2 |l loads, If that is i, ves.
Q It would occur waen the ipdiactrlial icads wera
not a particularly sicnidficant factor?
3 A In that particular menth, ziodi.,

Of course, it 15 still a signdficunt lnotor, Duat
it would not be as controlling a fachtox, not guils us
significant a factor as when the pesk is eorlicr ia the
afternccn,

& what would be the signi

2 situstion.

i3 ‘ A with regard ¢o zhe industisial load?
14 . With ragard tc the paai oceurwing aftas
.

six o'clock in the wintaz what would ke sicniZicant faciax?

-
MR, BIBILMFELT: Objection. Theve i3 not

>
.
e 2

testimony that therxe is a single signilicant Znctox,
CHAIRMAN RIGLER: Sustained.
B8Y MR, REYNOLDS:
Q@ Would tharz be a singlse cicaificuat Zoceor?

A I don't think so.

n

1
) what would caus2 the pazk o cccur alzar

six o'clock in the wintertinsz as oprossd to, 1c:fa say, a

midday peak in the surmmartime?

g B B

o
[S1]
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bwd 1 A Probably :u greater lichting lcad by that hour
2 in the wintertime, streset lighting, iadustrial lighting,
3 comnercial lighting, residentlal iighiiug.
4 e That would inciuda industrial lighting alfter
5| 6 pem., in the winter?

6 A In all probability.
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Q Do vou know if the -- Jo

municipalities ia the CASLCU ragilon paal in the wintevsins?
A Are yoz asking mo whethar cas? by case T iknew

at whit hour of the day theizr

the wintere

time occur, and if so thz answer is ao,

Q Just as 3 grcup, when would the anpual pazk of
the municipalitiaes occur in the wiantertina, in the CLECH
area?

A You contradicted yourself, You mecan the aanuzl

or winter peak?

Q The winzar p2ak. I thinik I said thet.
A The winter peak mormally would cscor ia

December of January, maybe Pobruzry.

Q “hat

time of day,cefors or afseyr 6@

A Probably after 6:00 o'cloci,

Q Do vou Znow whother the --

A I do not incw thet for a fagt. I'm zzswning
vou asked for my judement and opinion, That ia what
I'm giving yeu. Unfortunately, :he data Fron the

municipalities in most cases dozz not include

One can determine semetiiing abour the ponths 1o

p2aks occur, but usually net the hour

Q What is the basis for vour sast

then?

A You note that the caly exa

my; i 3
Moz 2a

2 W = .
in waich thav

bourly data.

QUCUY .
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which I referred =o hour of day waz the Clzvalond Municipa
There I had information az 4o =Zie Lo of day. ha others

was refarring to time of the year.

Baé I known more thon 7 Aic than aboutn hocurs

the day, I cculd have made eveon wore of 2 point of this

than X did. All I knewwas that manvy i the gyciems had

their highest demand for the vaar in menths othsr taan

the months of the CAPCO ccmpanies' peitis, and I 4id aot

how much further diversity therz wrouid k2 if I had baen

xacw

able to take account of hourly Jdiversiiy asg veall aa monthly

diversity.
Q Where did yvou get tha ianformntion that €

auwmicipaiities buviag power from the CLPCC cempanizs

o

-

hed

their highsst demand at the zane time cs those cimpanies

MR. CIARNO: Could I hava that hacl, pleasza?

(Whereupon, cthe reporter woead she

pending guestion, as ragqueszted.)

MR, CHARNO: I think that is a direcc contra-

diction to what the witness tastified, Lut I's no: sure.

BY MR. REYNOLDE:

Q Do nct have their highessi demands at the
time as the CAPCO companies?
A I said many do nct., In thie case of those

gane

which I was able to say that about,zihose that I was zble

to gat informatioca for, I got it Freom ewo or thrse

o N VP U—
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different socurces. Come of it from reports that
municipalities made to the Federal Powver Ccmmiscion ia the
way of power system statement. EScme from a study that

R. W. Beck & Associates made for a gourp of ev3tans servad
by Ohio Edison, and in certain cuses frcm sone of

the discovery material that was subamitted with regard to
certain municipalities. 1In the aggrecate, I was able to
determine that there was divergitv for at Least 15
different systems and the diversity cypically was at lzast
8 or 10 percent, and probably war more excent I didn't know
how much more because I did not have the data as to the
hour which the municipal's peak cccurred, or rather to put
it the other way arcund, I did not have 22 iaforma<ion as
to what the municipalities’ demand wag at the tine

whan the CAPCO peaks cceurred.

Q Is vour statement con page 36 to the effect

that some of the small distribution systems still have eveninc

peaks based on the same source that vyou just reccunted?
A Excuse me, let me take a moment to rersad
my testimony on this,
Q It is on the sixth line down, pags 36.
A That statement is intended to be a generally
applicable statement across the country, for the majoricy
of the country and I soucht only *c verify its

appropriateness for this particular arze zufficiently to be

!
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sure that I should not gualify t1i: scosament or eliminate
the statement becausg it would k2 misieading for this ¢ -z2a.

Q Do yvou now whattar the /4y of Clzveland algo
has a summer pealk tha:c is hicher than its winter peak?

A I'm reasonasly sura i% deeg, but I'm not
prepared at the mcmaent to cuaranves thae,

Q A8 a ganeral matter, Mr, Raspneler, at what
time of day do you get a residenciul p=2ak?

A Most commonly 2rxcund 7:00 o'cleck in the
evening, but if you hapven 4o have cvonsiderablis elactric
heating, then vou will probably have veour psak in the
wintertime around 8:00 c’cicck in the morning.

Q And at what time gencrally do you gat your
industrial peak?

A Usuvally ycu have a twin peali, merniang and
afternoon, with the morning peak scourring arcund 11:70
or 12:00, and the afternoen peak arocurnd Z:00 or 2:00, and
usually those are very nearly ths sana,

Q Gensrally at what tinz of day would tha
peak occur for, let's say, Chio Edison?

A Around 2:00 c'clechk in the afternoon,

e ———— | —— | ————— ————
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Q Whait about the othasr CAFCS cuapanisg, The saue
thing?
A In 1973, for exanpls, CBI war bstwaaa

and J p.m. Duquamme Licht®: hetwean 1 and 2 v.i.

)

Ohio Bdizon betwean 12 and 1 >.n.
Pennaylvenia Power Dazwean 2 cnd ¢ p.i., and

toledc Ediscn betws2en 1 and 2 p.oi.

Q When, as a gencral natter, weuld o municipal
system peak occuz?
LW You can®t generalizc quite so vell obout the

municipals., Therz iz roxue vaziaticn amoung chel.

As far as the CAPCD arsc leg concerned, I have
already indicated that I was nct able Lo Zipd the data on
hour-of~day peoak formoze thanm a very fav oY the cystens,

I wouldn't want to try o answexr thac with
regard to the systens ia ¢his artas Ay mowrs whan I have

alreadv sought to do. 4

I wish I had the data.‘ It would have zhuen,
I'm sure, significant additional diversity. )

What I'm uncertain of is hew auch mere,
because I couldn’t reacdlly €ind the dava,

MR, REYNOLéS: I move tc stiilce the last parc
of that respcnes,

CHAIRMAN RIGLER: W2 will strlke the part that

followad tha phrase "I'm sure,”

- —
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MR, REYNOL™S: Right.
BY MR. FFYNCOLDS:
Q If a municipal syscam wava Lo 2dd a2 sizudlie
industrial custcmer might not z2lter it3 zvstum ook’
A Yes, it might,
MR, REYNCOLDS: Can wa bhrezk here for Luach?
It may be that we can trim dG.uwn the cross~sxam’uoation and
finish up shortly after lunch,
CHAIRMAN RIGLER: ALl right.
You zre still cn tarcet, ¥ take it, thoa?
MR, REYNCLDS: I belisve <o,
CHAIRPMAN RIGLElL: Do you want an hour?
MR. REYNOIDS: Yes, pleacs,
CHAIRMAN RIGLER: Mz, Hjelmie%ce will veu be
with us this afterncen?
MR. HJELMFELT: Yes, I will,
CHAIFMAN RIGLER: I may went to gei vou invalved
in scheduling discussions.
(Whereupon at 1:00 p.m., the hearisiy was

recessed, to reconvene at 2:00 p.m., this sam2 dav,)

D e e A . — ———— - — S————
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APTERNCON SESSTON

(2 puomy)
Wheraupon,
FOLAND A, I2MPIEIZR
resumed the stand and, having baen pravisus ily Caly sworr,
was examined and testified further as foilews
CPROSS=EXAMINATIC { {(Cont'd)
BY MR, REYNCLDS:

Q Mr, Kampmeier, on page 35, rou state that it

0

would be in the public incarcat for o large systen to
provide wheeling servica For smail = stens, Waat is

the basis for your judgment that it would e in the rubiic

interest == that that - result would be ln the publie
interest?

A The reasons why i< winld he in “he public
intarest?

Q I'm sorry, I con®“ hear Yo,

A You are asking what are my reasenc £ov sayino

it will be in the public intarest, Is5 that the quastcion
or not?

Q I'm asking the basis for concluding that that
would be in the public interest,

A Well, my testimony is that it wauld D2 in the

public interast for the reasen:s just menticnad, whiech are
spelled out in the preceding quustica,

CHAIRMAN BTOTLER: RImcusa me  Arente thay apelled

n
“w

out

R R———
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in the answer to Question 76 jtselsl

MR. REYNOLDE: Mr. Chairman, I'c tryirg oo
determine the basis for this Witnsss'® testimeny as to whai
is or is not in the public interact, wich =egard to this
matter.

CHAIRMAN RIGLER: Yes, I uncorstond., I fust
think there is eenfusion on the rzcord., i'm nad trying

to cut off the line.

He indicated he answersd that by roferansa 40 his

previous question. I+ looks tc me ha cnserad i+ o
reference to the ongoing question,

I'm trying to éliminate the confuzioa

THE WITNESS: Both weould be right,

CHAIRMAN RIGTER: If I throw you of3, I
apologize,

MR, REYNOIDS: As I understand his answor
indicates he had determined it to L( in the puablic intersst
for reasons mentioned in the prior answer,

CHAIRMAN RIGLER: That was mv point of acnfusion.

MR. RE'NOLDSs I was asking the basis for his

reaching that detaralinacicn,

- —— A i . 2 A——— e 5 S O
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TEE WITNESE: To rapeat, I tonciliad ic

'14

was for the rsasons mentioned, which was in the preceding
question.

I then expand cn same of thoue raagons £o snumoe
degree in the rest eof thz ansgver to 7..

BY MR, REYI

Q What are you kasiazg that judsgrcnt on®
A The preposition that drplicat’on of Jacilities,
for example, in a capiecal-iatensivae induscry liks this,

unnecessary duplicaticn is not in the mublis intsrest, This
is one of the mosi Pasic premisazs i public
and ratemaking and raculation,

Q Do you know that that iscue 4 noy preceacly
baing litigated before ihe F2C?

A Yea. Cuestions like thig nsedl to b2 axanined
in more detail from time %o time, I think that is 2
case in point. I don't thiank at all there is the hazic
premisa here.

Q Do vyou know that the spegific isouz of whoethar
wheeling iz in the pubiic interast iz presesely Laing
litigated before the FPC?

A That is wvhat I understand. I'i ant Z“auiliz
with that in detail.

Q And how do you go about detarmiaisy vhat iu

in the public interast, vou parzopalliv?

-
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A Well, =ir, nmr dutiss in the last 15 vzars in !
particular, and for some persiod pelfsors thed, have largely
involved advising pecpls who ware ma.ing pcolicy <cosisions

for electric systems anéd I found it very znoeccszarv and

important that they try to gear thosae de2eizicas :o tha

RS IRpS—

national public power palicics ac auzracgad in

-

legislation and =2xecutive ordars, -nd so on,
Therefocre, the gquastiorn »f what iz =nd waas is
not in the public interast and what should an zleceric

utility do to reccganize both thz mublic iaserest znd

its own more narrow intzrescs is a2 quection which has !

arisen innumerakle timas in the cocuraze of my wark ovar

these vears.

It is a cunulative axpevience derived from thos

that I base my judgment on.
MR, REYNOLDS: I nove to strike ¢h3 entirs
answer to 76 as being outside the2 sxparcice of this
witness. It is not a matter ha is in any positicn €2 !

testify to. It goes on to speculats 15 to what tha long-

term interests are of private utilitics.

It talks about a boomerang sifect on th2 basis
of scme speculative state action reqardina sminent domain.

It then talks about, as I undarstand it, some lcgal
conclusions that all parties have aa cbligation of some

sort to hold costs down by cccrdinrazirg power susgliv develen-
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mant and operaticns, and I just think Bhae ic is 4 aatter
that is entitled to so 1lictle woiro® that it =2bouvld Ho
struck.

MR. CH.’;R!‘;' : :'1::.

Ch 3 - oy wg &Y s 5 .
LICATNIZN, JVSVACIE.Y X taire

issue with that. Tha witress has set forth a nuibes of
what I until this nmoment bellaved were gunarally rizsognized

public policias, for exawpls, that dupiizative -- wnnocss=gs

duplicative transmiczios facilities cihowld Aok ba
A public utility hos an oblloation =5 varva on
fair and nondiscriminacory torms. Jouvuotl manel

fla set forth his baziz for his anguar.

CHAIPHMAN RIGLER: 2 we hawre %o exuaing

public pelicies gencrallv or policies vhisr wouid mainiain

a situation inconeistent wiih clhe antioyruse rao.as
MR. CHARNO: fubliec polisise az char -
upen the eifficient practice of sublic wiilitioas

has a great deal to do with anticenrevitiv: zotise is +he

pubiic utility incustry. The porcicon of hic sessicon

‘

on page 40 where hs geca2s into alzedis & general zsagsmant,
but a statament nonrethieless of ths opiicns CP:En BT 4
compunity, and I will quoico:

"Scme may elect o buy noier, siihar A

wholesale or at retail, fzca the laryae supniiaer o cund

the tranmmission scystea. will ¢ "ean ne vhoirs

r

goz

cheapest option. Some wav eluic:

: e - o )
SO buy  Zron cthar

- ——
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appliers.”

He sets forth thra diflercut bullt pewer
supply options t are open. I deun't
beyond his competence. It seams to he the fogal pgeoint cf
his competence.

The judgmental ctataents, it seens
example, “"Nor should it charge a ciseriaminacory crics

for transmission service," are in lire with Lt

(3]
i
ty
e
r

recognized public utility regulatorv rrircinle
he sets forth at an earlier point in
I think --
CHAIRMAN RIGLER: Go aheed.
MR. CHARNO: To the extent: thet thra
witness is indicating general industry practic: or

approved industry practice and showing

Ve
v
s
[
L)
3
o
o]

that is anticompetitive, I thniank this gcsz o :h:

his testimcnv,

e —— e O — e
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CHAIRMAN RIGLER:s He is not discussing and
induatyry practice in this answar

MR. REYNOLDS: Or aay daviaticn.

MR. CHARNO: When ha2 is setting £citch opticne
and what would be in accoré with general pusilic utility
policies.

CHAIRMAN RIGLER: Thers, aqgzin, thero is a2 gulf

between gzneral policies and thozz pczicieg. which

might reasonably bc related to a situ2tion inecasicceat witl

the antitrust laws,
I'm goirg to deny the moticn, dut at the sare
time, I think we should take racoyniticn of the .
>

rather severe limitztions which the 2oanrd would gut on any

weight to be given this testinmony.

to the extent that the Witneas is getuing
into the area of genaral public policy ralating to

wheeling, this would not ke the apmnropriata ageancy &2
consider or make such judgments,
To the extent that the Witness iz tagtiiving

albeit with referancs to a leong career in the

m

power industry, what he censidsrs Jacireble in
sense, we would disregard that testimony,
We would give it little, if any,weicht.

Cnly in the most marginal sense doas sals angwer

o

contribute to the resoluticn of any guestion relatiag to

o
(v

———————— . S
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issues in controversy in this proceeding,

Although w2 cdeny thae meticn to sktrile, I think
we have indicated that there will be rather strono
lim itations on any weight the Board would giva wo it.

The reason that we don’t deny it in toto ic
because there are parts of the anawer which may tcuch
tangentially on issues which are reclevan: to cur

consideration.

.’
0
=
[
&)
0
o
o
-

The pcint about the duplicaticn ¢f trens
facilities being one where taere axe a2ccnonic cosis
associated with that <Juplication. O©On the otlhier hand,
we have had testimony to that effect f{rom Withegs Mozer,
among others. I don think this particularly adds %o
the present state of the reccrd.

BY MR, REYNOLDS:

o] Hir. Kampmeizrx, on page 4l, in angwor tu guaatior
would you explain what you mean when vou statz that the
small system is at the mercy of & menopolist?

I'm sorry, is largaly at the mercv of
a monopolist.

A Yes,

If the small systen,for the reasons that I have
been discussing in answer to a number of your guestions,
is finding that it cannot remain financially vicble with

its own generaticn, then it has to lock fcor pewer from
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other sources and i the only systanm which it iz cennected

Y

&)

with and probably the cnly cnc which L¢ can vary =2asily
and inexpensivaely be connected with, is unable co provide
transmission service to permit this svsten to get power from
third parties, then it i3 la2ft ai the situetion of having
to deal with this single systen, whathcr it likes it or
notc.

Q Would that be giue of all of ths wholesale
customers cf TVA?

A I think so, if one igncres che azture of

the relationship between TVA aznd thae distributors,

Q What relaticnship is that that you are raferring
to?
A Well, the relaticnzhip of rates and tarms of

service, and so on, being establizhed by mutual agreeermentc

and pursuant, to expressad Congreszional policias,

Q In making this statemoent, did you takse into accouat

the jurisdiction of the Federal Power Commiszien over the

relationship ==
MR, CHARNO: In making which statameant, Counsel?
MR, REYNOLDE: In making the statament that

the small system is largely at the mercy of the monopolist,
THE WITHESS: Yes, I think that is why the FPC

has the jurisdiction it dees, hacause these ara wononolist,

P S ——
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o3 So they are regulated monesolists; i8 that -
what you ara saying? ‘
& Yas, |
Q That is not tha situaticon with rogard to TVA? |
A TVA is not regulated by the Faderxal Powar ;
Commissicn, no. 3
Q Is it a ragulated aoaopoliy? :
A No. '
Q Is it a mcnopoly? ;
A Frankly, I don't kawo whachar it iz or not. I'm é
not sure how thae definitions would ascly in a sitvaticn |
like that. ;
0 what is your understanding of what a mehopoly ;
is? !

A In trying to put it in lay terme, I think a -uuﬁlic*
!
of a service or preduct which is in a pesitisn ¢o ceatzol
the certain aspects of the situation wore commonly for

the market or sale of that product or carvige. !

Q And in your wiew that definiticn dogsn®t fic
TVA? ‘
A I think the definiticon oreisty well == zhat '

definition pratty well fits TVA,
I'm npot surs tht I weuld want to
rest solely on that definition,

Now wa are getting: inteo questicns of legal

e S—— e —— e G .. S+ e

definition, that igs totally bavend nv coxpetsnse.
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Q It is vour term and I'm trving to ¢

how you used it.

Whichaver definicion vou wa
but I'm trving to understand what you meapt bv your
testimony.

A What I meant by mv testimonv i5 & siccation
in which the small systet has no veoice ia the torus as
which it can obtain power frem the othar gystam and hus
no alternatives toc turn to. I will stop there.

Q Does not the Federal Power Commission giva them a
place to turn?

A No, not an alternative to turn “2c. Thz Pederal
Power Commission gives them a place to air thaiz
complaints if they have scnre.

Q Would you be a2ble tc make the same stat:zmant
if instead of using the word "mcropoliee,” wa uws:zd a
"large electric utility"?

A A large electric utility in tne detarmination
of whose service policiies it had no voige, then I would
accept that.

Q If a large systam, as you have indicsied
earlier in your testimcnv, transnits to o smalla:s syscem
its economies of scale and economies of coordination Lv
virtue of requlated wholesale rates, what furchaers

advantage is to be gaincd by that saall svsten by a

——— . =
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MR, CEARRC: Coulz I hava the grestior lLank?
{(Whereugec:n, tle ranorier LY
pending qusstion, as Taquestad.)

MR. CHARNC: Coulé yvou 4ive the rafarsice to

his earlier testimony?
MR, REXOLDS: I don't havy 4hae zpesific ragae.

Do vou guarrel with tha:t?
MR, CH:REO: I'm not sura I cen recall hinm tesvify-

iag to that. That is why I

MR, REYNOLDS: Do vou jave 2y cuvarrzal with

my charzcterization ¢f vowr carliar Icstimenv?
TEE WITNESS: I better heay ke guasiion
again, thank vou.
(Whereupon, the reporter rarvead to?
pendiag cuestion, as reguactoed.)
TEE WITNESS: Ip angwer to vour

question, ves, I do ocbiject wo chac az

tion of my testinony.

If you want to leave oulb tire reofarsaza as =0
as I testified before and leave the Gueztion <hs =y

it is without that, I would be glad =c

BY MR, REYNOLCS:
Q Okay, letc's do that firs:.

A Ckav.

L - $ 3
@ CX TPA3CNE WLy AT

§-

There ar2 & couw



would ke better for the ocmall
wheeling aveilabl: %o ic.
One is the ganaral propositicn of
choice, which I have talksd atcut saveral
The small systun
to consider cother scurces of
not just because of price <dilf
differences in length of comni4ment and fov
and then seccndly, if we are :alkias akou: a
has any generation of ics own, ti«a che syet
problem of how to coordizate th:ot genoraticn
sources of supply, how to dizucse of
that ceneration at times when i:zs
equipment is all available,.
A wheeling angament

hand have a way =0 dispose of its surplus

hand to obtain complementary or zuoplemertary oo

Again in each casz, wichout daving

restricted to a sincule other systea.

MR. REYNCLDS: I nove to strike <iv

his answer that follows the staicmens “if

provides its own generation" as boaing

the question,
HRC CHARNC’: ;“.ru Ch& im-aﬁ i 4 "?A;'ll

They did nct indicate full cr partial sales.

athSy raacons;

svsten wvhich

tem hxgs the

witih oil.er

ch2 othex
TCo8

3 be

2z sart of

Thay said
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buys power at wholeaale, as T roeall £hoe quss:tisa. Mapy
systems who buy power at whclazals, thaw dossn's nmean it is
their scle scurca of povier,

CEAIRMAN RIGLER: Danizd,

BY MR, REWMIIOLTE:

A Mr., Xamzcmeler, have vou made anv gtudies %0

"
e
:z
ri
i
f
L~
"
W
(%
Q
1)
.

.

4
9}
g
&
{
.
"

determine what difference ic
power to small sy:tens if there were an arrvandssone oo
wheel power to the small systems in 4he Svaca of Chice?

A Not in anvy depth. Wa have lockza at it anouch
to see that thera are differances in race loevels in varicuco
parts of Ohio, in botk whelzsalz and other. 4And that rome
of thesa differencaes ar2 in zhe direction ol lorar pricce
in areas outeide the CAPCO area, for exampla, whicn I
assure even though vyour question didn't reier Lo
vou are most interesied in.

Thereiore, copportunities for obirining sove:r
elsewhere are indicated asz potent ally sniscing.,

In addition to that question, veou have all ¢f
the other quections about whe2ling Zor econonmy curchsves

and sc on.

Q I take it your answer tc ny cuestion is no?
A Yeu better read che guescion.

(Whereupon, the raporier :ead fron

the record, as recuezted.)

e ——————— o ——_— - ———r— —
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THE WITNESS: Because oi the werd, what difference

does it make, I think the answer is, I assume taac japlies

a degree of specificity whieh I dun't claim,

"
o

MR. REYNOLDS: I didn't czatch the 133t part.
Will vyou read it?
(Whereupon, th2 ripostar read fiem
the record, as reguested,)
BY MR. REYMNOLDS:
Q Mr. Kampmeier, are veu awarae of anvyihing which
a wholesale custoner could asrk its wholesale cugplisr to
do for it which if the wholezale suppiier rafused, that

custoner could not go to the F2C and ccuplain akbouvt Ak?

A If there is anything it couldn®: complzin abous =-

I think there are a number of things walch the FPC would
say was not in their jurisdiction.

Q What would those hhings k&, in vour viaw?

A For example, requests {or & share in a auclecar
powar plant,

Q Anythina else?

A There is being litigated the cquestion of
whether the FPC would take any resgonsibilicy in the case
of a complaint that the wholssale zata waz inzquitable
in relation to industrial rataes.

Q That issue hzs alreacd: haza dzcidacd in the

Court of Appeals, hazn't it?
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A I wasn't aware that the epgeal procsse was
ccmpleted and the caore is consicered fFinally zdjudicated.

If it is, I inm interested to know 2+,
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Q Your refersnce is to the Conway decision, is
it not?

A I think that is what it is ealled.

2 When did you first become aware of the:
decision?

A wollp when it was made.

¢ Pardon me?

A when it was made.

Q 2. page 31 of your testimony you indicate that

where the small sysctem obtain most of the benefits of
interconnection, then cne night reasonadly expect the large
system in .such a case to request the sirall system to bear
most of tha interconnection coatsz.
A Near the top of the page?
Q Yes.
Have you made any studies to determine whether that
is true in thecase of the City of Cleveland, and is it
the reason why tha City is obliged to pay the full cost
of interconnection with CEX, as ycu indicatec on page 45
ofyour testimony?
MR. CHARNO: Could I have the first page
reference?
MR, REYNOLDS: 3l.
THE WITNESS: Yes, I'm familiar with the elaments
in that situation. The interconnaction for which CEI == which

the City is being cbliged tc pay the sole costz are not
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the kind of a situation described on page 21, which involved
tapping an EHD line or extending normally lines and that,;
and only that, the facilities ~= I would ahve o rechech
the specifics of what is invelved in the interﬁsnnec:ion.
and hcw the agreement describes it bafora I go on ¢o testify
more specifically to that.

I don't remember the details, as well as I thought
I did, when I started to answer the gquestien,

BY MR, REYNOLDS:

Q Isn't it correct that the FPC ordered Clavelan
to pay for the full cost of the interconnection?

A Yes, I think they did.

Q In referring, Mr, Xampmelcer, o the Paineaville and
City of Cleveland agreemants with CZI, vou state that tée
saveral years of negotiations preceding these ar
agreements seem unduly long, De yeu know how leong chose
negotiations took?

A I asked some guesticons about that, and I lcooked
throuch the material that was put in the record ia thac
regard,

I gather that they had bean going on intermittently
for quite awhile.

But I don't have a srecif.c recollection as
to the precize length of timas.

Q Do you kanow hcw long it tock to negotiats the

P ————
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coordination arrangemant between TVA and the Asscociation
of Private Electric Utilities, known as the South Central
Electric Utility Cempanies?

A The first one I was directly invelved in, and
my recollection is that it tock about chree months.

Q When was that first agreemant sicned?

A Oh, my goodness, about 1250, give or take
five years,

Q Is it not true that Mississippi Power and Light,
representing the South Central Electric Companies, stated
engotiations in 1959, based con that first contract with
TVA and that a coordination agreement wag not siqgned
until 1965 for seasonal diversity exch;nge cf 1500 megawatts
byt 1968?

A That is quite possible, I was not so directly
involved in those negctiations, but if I may == if you are
interested in having enlightment on the civcumstances, I
would be glad to give it to you,

CHAIRMAN RIGLER: No, let's just resmend to the
question.

MR, CHARNO: Can I have the guastion and
answer back, the question, then,

(The rcporter read the racord as raguested,)

MR. CHARNO: I think the record is unclear as to

what was answered chere. The question is unclear, I




would point that out in case someone wanis =o
straighten it out.
BY MR, REYNCLDS:

Q Mr. Kampmeier, wouid you not concider it
reasonable for two or more partizs to margain in ccod
faith over the terms and arrangemaents 2f a coordinacion
agreement for a considarable pericd cof tim2, if there warxe
ccmplexities involved of the sort that ars inherent in that

kind of an arrangemen®:?

MR, CEARNO: Has the Witness nreviously testified

to the inherent complexities or did yoi waat to ask him
that, as a foundation qguastlion?
BY MR, REYNOLDS:

Qo Would yeu cecnsider that a cecordination arrangsment
would be sufficiently complex that it would be reesonchble
forparties to bargain for sone perapd of time in good
faith before arriving at an agreemsznt

MR, CHARNO: What kindéd of coordination acreemsnt?

BY MR, RIYUOLDS:

A coxplete coordination agrazement,

MR, CHARNO: As he has dafined comnlate
coordination?

MR. AEYNOLDS: That is right.

1", CHARNO: Fine.

THE WITHESS: The first such agreement
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entered into in a given region involving cthe majer
participants, I would expsct, would taks guize ewhile,
Subsequent cnes ought to go & lot faster,

BY MR, REYNOLDS:

Q Mr, Kampmeier, let me ask you if vou agree with
this statement. One unigue featurs =-

MR, LESSY: Could Counsel identily the scurse
of what he is reading?A

MR, REYNOLDS: NO, I'm asking i he agreaes
with the statement I'm about to make to hin,

BY MR, REYNOLDS:

Q One inique Zfeatura of the CAPLO pocl relates
to the installed rescarch requiremeats of each
member, Minimum reserves and paercent of peax hour load
are not established nor are such reservas cgualiz:=d.

A computer pregram is utilizee to alloasta
the amount of new generaticn t¢ b2 owned by each menber,
8o that the dependence on the powsr pocl, as measured by
loas of load probability studica, is the sarmz Zor all
members,

The reserve requirzsment of each member is
related to the size and performance of its capacity resources
an load characteristics. Do you agree with that .
statement, or do vou have any reason to disasree with that
statement?

MR, CHARNC: I have a double objection.
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It is a descriztion and not scmething chat can
be agreed with without knowing what :the refersnt is.

It is misleading in that context. The witnzoes cculd be

directed to the statemen: in print anc ailew him to go tarcug:

the description and see if it is or is net cir whether
he can tell if it is an accurazte description cf waat it is

describing, which isan't sec forth in the stat:mentc as read.

L)

MR. REYHOLDS: Mr. Chiarman, I think taat ifi we
want, I can go through it again slowly, but I'm entitled

to ask the witness or give the witness a deszription and
ask him if he has any agreement cr dizacgr=eiant with it
without regard to whethar it ccmee from my own hzad or some
other source.

MR. CHARNO: 7The prcblem is what iz is a descrip-
tion of. You are asking does he agree with a dascription.
In the abstract. It is, but do I agree with that? How do
I know until you show me what it is? It is an iLusossible
question to answer.

MR. REYNOLDS: The witness has testified
as to his familiarity with regard %o rescrvae rzguirements
of the CAPCO pocl both in respcnse :c¢ !r. L2ssy's qgquestions
and in response to my questions.

The statement I read to him or made to hin

refers to one unique feature of the CAFCC pocl ralating to

installed reserve requirements of <ach nem-zr.

o e et = S— e 8 . e .
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The witnass, kaforz he fzali condosusnisls
answering as o his agrecmont or discgrossent, 17 e wold
like ne to read it ngain slowly ar hava tle Zoocroas
read it slowly, I would ba hLapoy ho 4o i,

MR, CHARID: I wichiraw the vhjectina, as long
as wa know what it is degerilingc.

MR. RECLDES: ‘*ould wvon like o Lszar it 2:2in?

MR. CHAWO: Tticvld 1t b2 uwara hoinlal o save
it in writing in front of jou?

TEE WITHNE8E: It coztainly would,

MR. CHARNO: Do vou have obi=chiaon 4o placing
tha statement in writiag in Troept of Lhn witncss o *hat he
can read it~

MR. RETHOLDS: Way den’s you read 1t soel and
if he has problems after :hat, we can nut 2 sopy ia frent
of him.

MR. LESSY: The witn_.se testificd 1o woiald be 4o
bis advantace 20 ses it in woditiiy. 7 think calz nind of
cross—-exaninration wherae you don't Jive it {2 him ia
writing, when it i3 a technical rtacamer* he muls like =0
see in writing, it 12 not Zair to <he witness or his ovoy
of procedursz,

I would bz glad to giva the witness w7 ooow

I have been furnishaed with ic. %Why can's €Lz witnese rawe a

e -

ccpy? I would like #he witness o oe furnishcd wieh a

. cems.



CEHAIRMAN RIGLER: 1I'm praenas

the objecticn and pernmit the wit=wacs 20 answs:
guastion.

Eowever, it is so long

do agree it is unfair.

One precedure would b2

statement separately. Thzre Iis a

on here cver nothing., Plainly i

10 | for the witness to read che vwiola statanent cn & visc: of
1 paper. :
12 MR, REYNOLD3S: I doa't disacres, X think thors ;

i3 f is annecessary fencing., I'm Srving oo coneldits zais oo

i
14 § we can reach the 3:30 aschedula, and now it loois lik? we :
i

15 || will miss that. |
|
16 i If you want to stop and hava us wwic2 i€ cus, wa |
17 will write it out. It's & straightforward etatemant ?
13 and I'm entitled to make a statesnent to the wienzzs and have j
i9 him, without regard to th2 source of that stasemint, give %
20 || me his response as to whether he agrees or dizassanas or }
21 whether I'm quoting or not quoting. Tt iz legitilaca !
. 22 cross-examination. é
) 23 CHAIRMAN RIGLER: I agreed with vsu up ¢2 that ;
: 24 p point. The problem is waer:z vou have & statenznt going }
}
- to three or four santences i: is practically inpoosible for !
!
i
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the witness to deal with ic in tha faabtlon,
Read it £o tihe witanzus sicwly, @pd if Ma wants
it in writing, he may have it in wricing.
(Wharsugzon, the seporier r=2d thv
pending question, as requasted.)
TEE WITHESS: May I assoms what Yoo ar: ssiiing

me is whether I agree that this doearibes adenual iy

in such a vay that a utility cnginear wounle mge e picturs

what this wuniqua aspect of the CABCY wrinng@uauits aras

and if not, what are vou ackiny me that I sgywoe wlehid
BY MR. REVNIOLDS:

Q I'm asking you whather that ic -n adzavatz
description or accurata descriptios <Ff cha JLICC mescove
sharing arrangemasns as vou undarstand iz,

A No, I don't think it ig taat.

Q Let we put in £roat of you, iz ovdar o
expedite matters, and ask vou to vead & cectlon oF jura
II-2-40 of the 1970 National rower Swarver, 2urs 2,
entitled "CGenaraticn Resarve Mathols.® oud I ovae dicwzibutzd
cepies of this to the other partias ard the Elasd.

I ask you whethar -- go ihead zpd zaead thai.

-1 'You want ne . 3ad ti2 cntire taczloa undar
that heading?

Q Right, "Generaiion cné Reseove f2cneds.”

A I have read ic.
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Q Dc you have any reason to gquasr2l -7ish shat
statement?
A A little bit, ves, I <wuink it iz 3 liz<las

misleading in one »art. There

Poe
£
4
b
)
[
.
O
o
i
«
»
’
o
"
"

that if a system or a pcol deternines khat it neszde o

certain percentage cf peak load as o miniavs o7 seossrva

capacity, that this determinaciosn tcuid act hav

o

taken account of probabilities, weuld Lz p-ced an a sore
probabalistic method.

I don't think thai

o
}-d
0
‘-'b
"
8
©
~
i
o
‘

'. ,
-

o
L
%)
o
19
N
e
]

systems and most pools thsesz davs detarrina thzis teotal
reserve requiremencs for the ceompined svetew Sy -sobaaligel
methods.

I wouléd rathar sav probability merasds ha-
rather than use a word I find it difficult - PIONCULSE

Then they quite oiten expr=ss it as a Parcencare
in order to usae that sercentagze for purpcses of Loiicaing
reserve responsibilities to the mewmbars o7 a ncul.

It would tend to throw a person off the track
hexe. As long as that zcint is kRapt in wmind, <hat veu 2an
use the probability methed for che cocambined gvstan, aad

Twen g

then express the answer as a percencage of pezk, than I
den't think I have any othe problems wizh “he statzraneg,
at least in first reading.

o] You are noc suggasitiac whan it iz o viegsec as

]

— ————— - S———
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percentage cf peak that it is 2n =z3ua’l perca2atage?

A It is a singla paccentiga 27 = sdagle figurse
which is the combined system necl: lozd 3o £ha equal hos
no applicability.

Q What pools do you have in nipnd whars

0
9
o+

method is follcwed?
A I think it is done in, I weuld S8y, ta% greas

majority or at lzast a majority of caccs

The same rerort frem whic
indicates at other places that: sither in 80 waay words or
mere probably by implicaticn, that wost FOois express their
reserve requirements as z parcentaga of th: tceal,
largely in order to ba abla to use thac a3 a sincle aozhed

or allocating it,

But that doesn't inply or shouldn'

*

to mean that they oot tiiat numhar b7 dzawiug i cut of =
hat. That number was arrived at 2y studies of ¢hz syszza
and its needs and the type cf cquipment it Led, apd
involved varying decrees and varving cases of Ficobasility
analysis and in every case that I'm zvarz of.

I don't know of any large ncol thichk dcasa'e
spend some time and energy and affor* in probabilisy
analysis.

MR. REYIIOLDS: Hr. Chairman, I i1ould 1ilza to

mark for identification this page, II-2-40, Zroa ene 1970
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Naticnal Power Swrvev fars

move it intec evidenca.

KR, LEB38Y: Suufl hag no ohicctlion, bat
own part, we would reserve itha righs =3 - since 3

first page of a chaptar of tihai renor:s, <o ~cve i
evidence at another time cthar portions of thab clLister
whick may be relevant to ¢hiz subscot,

CHAIZMAN PIGLER: I haur ne cbjeciion to tae

receipt into cvidenceo.
qua3stion.

BEvidenca ef what? Irz vaoo

.

pusting

truth of the matter contained chorein?

SRCTVIS w8

said he didn't agree with all of it, Thoit do veu wuss &he
Board to do with it, if vou mecve iz O evicaics?

MR. REYNOLDS: 1t I'm doing is moviag it in a
Opposed to reading it ineo tha record to give whoe soond
and anyone alse wio reads th2 racord ap uodesstnad T ¢
whet the witness' testimony is wilh ravazd 4o 41 1atzer
that is discussed here, his unders tandiang of it.

CHAIPMAN RICGLIR: Yor thals purpose; it can be

received into evidenca.

-~ cav e fe b rv Ther.n TIPS e
e e -~ L S

Hearing no okizz

€ e o

=Nl A

103 will be admitted 2t this

w0,
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(The docunent raferrszd =
.

wvas nariec plicaatis

. 2% - -

exhisc d cx

BY MR. REYNOLDE:

Q Mr. Xampmeier, I notinsz on paca 45

to question 88, vou note that uadar tha C2r-Tis

agreement, if the emergancy hacoxres 3o s.are

the fraquency drops 2-1/2 percant, thz ‘nicrooras

would be opened,

Are you sucgesting that thuve iz comsik

wrong with that provision?

A I'm suggesting that that iz not st
industry practice. That cne of the puruvosas
interconnections and emergency arrancamants i

the fullest possible extent undar anv aand all

important to try to use them,

And, therefecre, to delibarately sren an incer-

connection under an emergency condition and thora>y

interrupt the ability to provide emergency ascistzace

running counter to the basic purpose of the ar

Let me show you what haz been =mori=d as

e

e

235, It is Dcoument lo. NRC 235. I iz CrI~-

4 . -spe .y -
iR 13 STLA{NSe.
ia resronge

i Xt Be |
S Sl
1l .
ie e
L ad ..
P -
Eoeion
-t -
e
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aAQ2X
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b
" e 'y g b,
S T2 N2 gasn
R
3 AACT g agdhs pL B g
e b | S Rt )
P LeX )

}



ar9

23

24

(3%
pedy
&

synchronous intarconncctiosn.
I ask you If paraoraph l.J.2 is tha paragenph

that ycu have rafarerce ©o in reonons:

L#
~
.
f
{
)
3
¥
l
'.
i
.

It is on vace 5 of the agrenmont.

A Yes, that is what I have rofarance $2.

o} The contract provigicn reguiras ~ubsnckic
1024 shedding equipment sat to trip 10 pevcent of *hw
system load at 59.3 herz; is <chat not ccowesz?

A You want tc give it to me azein? I wiil vell
you if that is corzect. X gacss that in what it savs,
right.

Q Is that not the game as the LJAD gtandard To:
energency proceduraes during Ascliniag syotan fraoucany?

A I don't kaow, but X wovld not b2 a Lit curno
at that part of it, and perhapa th: next o2re of it als
consistent with the ECAR staniarics.

I question the final parit zbouc tha op:aing

the tie is in line with BECAR scandard..

Q Will you zread thia final porsicon?

A And the C2I 2nd wEL? tie at S58.7 hugcw,

Q Is it not true <hat the eacrgency grosedares
for ECAR during declinins gystem fracuency arn az false

at 58.5 herz if frequency iz daclininy, taits cuy

action that is necessazy to arrest fracuznoy daclinet

This may include additicrzl lood zhedling..aow & ox
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automatic, and cocordinated n2twortk coparations?
A It may require. It dossa't soy it willi rewmuairs.
Q Is network separation tae Sane o€ SraRing up a
tie?
A Usually. ves.
Q Let me ask vou to assuma, v, Zazmsoreizr, two

systems, one we will czll Company X, anéd the ciher wa

will call Company Y.

o

Company X has 1000 megawati
and Company Y has 1000 megawaits reak leod [zclohad at
different times.

Then assume that these two cowmpnuies Intar-

-~

connect, and the combined prak ilcad is 1330 megivacis,
With Company X having 1600 wmegawatis aud Conpany ¥ 500
megawatts at time of svstam paak.

Then assume thzt at the time Compzny ¥ zZ2s a
1000 megawatt peak, that the lcad of Company X is 40C
megawatts.

Now under method B, which I believe Mr. Lagsy
coined as a referance to vour -- one of your rescrve

methcds set forth on page 42, the second cne, asgiiuing

20 percent reserve, Ccmpany X weuld have 20U megziatss

reserve obligation, and Company ¥ wonld have 100 majawatis,

is that correct, under that hypothetical?

A I would have to qat the Zigures dowmn., I'n
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THE WITNESS: I thint that is correct.

BY MR, EEYNOLDZ:

+ And the systea would have 2 combined ressrve
requireaznt of 300 megawatts?

A Yes.

Q Now, lat's assume that at the time Company Y
has its peak cf 1,000 megawatts; that Company "XV increases
its off-peak load by 200 megawatis to €00 nagawatis,

The ccmbined peak lcad wounld then be 16090
megawatta; is that not correct?

A Yes.,

Q And, again, under methoed B, at 20 pexcent
reserves, Company "X" would then have 120 megawatis
reserve requiremcnt and Cempany "Y® would have a 200

megawatt reserve requirement?

A Yes,

a For a toctal of 320 magavathc cemblned raserve
reguirement?

A Yes.

Q So undar that hypothetical, Ccupany X%, by

T —

-

¢
!
i
)

|

increasing its off-peak load by 200 moegawvatts will have reduced

its - .reserve requirenent by 40 percant or $0 megewazis,
and its total installed capacity raquiveman® from 1200 teo
1120 megawatts; is that not true?

MR, CHARNO: OCould I have that question back?

I think you nay have misspcoikzn.

O ——— —— Do s ] . 0
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(The reporter reac the vending gquostion,)

MR. ARNO: You said off-p23it load,
by increasing its off~-peak load.

BY MR. REYNOLDS:

@ I3 that vight?
% I will accept your figures, yas,
Q And at the same time Company "Y® would have

doubled its reserve requiremant with no change in its
peakx; isn't that right?

A Yes,

Q Now, in that situation, wculd you still zonclude
that method B is the most fair and lotgical alternative
for computing the reserves cf the coordlnated system?

A No, not necessarily. This is not the sxzarpla
that I was discussing at all of small systerms joining
a large system,

You are talking here about systems sf egaal
size which changes the ground rules quite a bit,

CHAIRMAN RIGLER: Wait a minute. Do you want
him to continue this answer?

MR. REYNOLDS: Yes, tha; is fine.

v

THE WITNESS: In the first place, it wouldn‘t
necessarily be a bad answer in view of the fact that in one

case the peak is detarmined in very large and overwhelming




Method A.
I woculd gprobably favor me:zhcd A in almoe: anv
situation where you are cembinine svstems of 2avel siza.
Then what youa are doina 13 starting, in efiack,
in equal terms, andéd you don’t have ho zuke 2 i tha

point that == cne of the points I was ssxribing hiras cf

large system as compared to the small systen, alzeady

having achieved moet of the nefits of dverzity.

Here you are starting with equal opporstunity,

with equal opportunity for participation, fur gai
and in that sort of a situaticn the questicn ¢f
perhaps, by chance might tura cut to be e cue whosa

pezk came at the time of the combined pea:. would he a coin=-

tossing sort of a chance~caliing thit prebablv thars i
nc particular point in intrecducing.

The situation I was taliinag
are addressing a smzll system or group of small sy eng

to a lrge system, th large el alrzady achizvad

the benefits of coorditaticn in large neasurc, rasorvge

sharing ar 1 it is bound to, 99 zavcent of the zira, a

least, to be the system which prcduces the wine of =h
system peak. And the amall asvsiem has noching

-

about shifting the time of %hac peak.
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Anc what its load is 2t the time ¢f that
peak, and wihat ics capacity contribution i1g Lo carrving that
combined load, is the thing %han tauht bscomzs important
and you hava to focus on.

Q Mr, RKampmeier, assume that the sguipment of the
Municipal Electric Light Plant of the City of Claveland
is in such a condition that its total capacity of ever 200
megawatts at the present time has a generating cepability
of 25 megawatts or less.

That its peak load is about 100 meaawatts, and
its minimum load exceed: 25 megawaztts, If, in that situation
MELP interconnects with CEI, would you sxpect the ccmbined
resarve requirement of tho*two syét:m; tc be highar, lover
or the same as the reserve requircment for CTEI andéd MDL?

prior tc the interconnecticn, assuming that the ral

[N
l\)
U
e
[
i
(33

2

of the combined system is at lacsi agual to the reliiability
of CEI system pricr to the intzrecoanaction.

A If we leave out all of tha worés, excaps the kay
words or the specific question, he is ashking me €0 ranly
te, L guess that is impossible,

I will have to aks you to read the whole thing.

(The reporter read the record as requestzsd,)

THE WITNESS: Before I coull answer that, I would
have to make some additional assunpticns dzaling with the

question of how MEL? carrias its lead, 1f vou accspt the

T o ————— T g
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hypothesis you have stated it is nacassary for MILP Lo havs

-~

arranged for a supply of powe

-

~ .4 vy & £ wsesevly 3
in e cnocunt of roughly

100 megawat:ts, possibly mora, dependince con tha natura

of the supply, but at laast 100 magavatis, in order that

it could carry ths 109 megawatt load, when it

loses the onl; :spacity that you sav is uvsavls, 25 wagawattis,
If the arrangament for the other 100 w2ra such

that it could lcse more thz2n 25 of that, in one chunk,

thenit would have to azrrange for come larcer amouni, bul it

would hawve to arrangz f£or at lz2ast 100,
BY MR. REYNOLDS:

ol Let’s assume that it gztzs that amcuut From its

interconnected partaez,

A Arranges to obrain to cbtain 1060 magawitks fyrom
CEI.

Q All right,

A Thea that 100 megawatts beccmes part of CZI loed.

S0, ncw you have a (3I lcad of a certain

amount of its cwn load, plus 120 magawatis Srem MILD

5
o

another MELP load of 25,

CEI needs a certain amount of reserve for its los

(AN

of == its own load, plus the 100, MELP noads a reserve

of 25 meg#watts for its 25. When ycu combine that 25

with the CEI lcad of its ocwn load, nlus 100, then 7 think
that tae combined resenva requirement, probably could go down
to the extent of come part of that 25 megavatis,

Q How much did you figure CLI would Lhave to

U ————

- —

———
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increase its reserve raquirement o plcik up the 107 megawati

load of MELP?

A Well, I didn’t nmake an assumpticsn, becouse I made the

assumption that that step had been taken, whatever it
involved, in order to be able to answer veur guesticn,

If you want to go bLack und ==

e P ———
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Q That couldn't have hsan “akea »nricry ¢o thae
intercennection?

A Nc, but that ign't what you aslheé me.

Q If a system adds load witihout iacreasing

capacity, doesn’t it have to increas:s rescrves?

A Yes.

w
[
U
ct

Q That weuld be similar to tus situoticn we

-

descrihed, woulda't ie?

A I answered that too hasgtily. Theo sysionm adds lozé

without adéing capacity --
Q Assuring it wants to maintuin the soms leval of
reliability,

A It derendz on the nature of tha load, IF it

foae
@

adding load which adds o its peal load -- if i: is olf
peak, it's another matter -- if i* is en Pzak, then iz
has to add firmm capacity and not just resaova. Ia
to increase its cepacity to casry that incssacsd ioad.
Whaether or not it needs more ragerres in addition
to that inczeased capasity, chances ars it deas, poet that

would depend on the nature of ¢h

mn
cr
(4]
»
L7
1]
Q
I
T
b
N
)
-
o
i3
"

analysis.
Q You irdicated in vour eariier testinony on

cross-examination that it was your undarstanding that CAPCO

freezes the perceatage of ownership in the anlits.

S ————
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A I think I said the CArCC method tands to freceze
it. I would have to check, but I think that is wrat I said.
I believe that the contracts actually do repeat the
same percentage figures uni: after unit, Jor 2 sexlas of
CAPCO units which I suppcese could he interpretad &s frsezing
it.

I tended to talk about tencency teward free=ing.
I'm sure I said that in the early refererce to it,
Whether I repeated that evaery time, I'm not sure.

Q I will ask you tc look &t page 58067 of the
transcript and read for me th2 answes you ¢ave at th2 top cf
the page there.

A Well, that iz not my uvnderstanding of how
CAPCO coperates. That is why I eritielzs CLPCC. JA2C0O
freezes percentages.

I would like to check whether that is thz first
place at which I nade refereance to that term. If 30, I
would have to correct what I just said.

My recollecticn is that I uscsd tlre
qualifier at some stage of the game.

Q Maybe I can speed this up a bit.

Assuming you did uce a qualifier cf tands to
{:eeze at some earlier point arnd vou said frzazes there in a
loosar manner than you intended ©o, wvhat iz th2 basis

for your conclusion that it tends tn Zfraoeze or it freozes
Yy
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percentages of owmershipn, CAPCO doos?

A Tre CAPCO formula for aliccata
computed total reserve raguirici. anong the systams is
geared to what their hypothestizal requiremonta would be
if they operated in isolaticn, That ig “he p2rt I took
exception to as being undesirable.

By doing that, the effect is that if in
any given uniq that is baing added, znv syestenm takes a
rather larcer share of that unic than it has Dean taking of
other units; this then enters into this hyvpothetical
calculation of what its capacitv sizuatien would be
in isolated operation and becausa cf that disproportionately
large piece of capacity, the camputer ccmes cut with the
answer that under isolated orerz:ion this svaten needs
more reserve from time to time than othar would, or than
this one would if a piece of that anit were emaller and
as a consequence, the method is used, shifts te that
CAPCO company and additional piece of the total requiremsnt
and relieves the other companies of pleces that add up to
that corresponding shifted amount.

In order that that won't aapepa2n to any ccmpany
because no company wants to have its agaigned raserve
increased any more than n2cessary, it is obliged to say
well, never mind this idea I had of wanting & bigger

piece of that unit,.
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i
1 If that is what it iz geoing Zc do b9 the g
2 raserves you are geoing o assign me. lat’s ge kagk to {
]
3 tha same parcentage w2 used the last tinme and tie bime ;
‘ 4 before and the time before, and this becoues in effect a i
5 somewhat forzen set of percentaces. f
é Now ~= I gusas I batter stop there. 1I'm not i
| i
b sure how such further I should pursus i:. ;
3 Q Is it not a fact that the owmerchip sharss %
i
3 of the CAPCO companies in tha various CifC0O units are not 2
10 identical for all uni:s? f
!
11 A The first Davis-Besse unit, for imstance, is |
12 different. BEut my recollaction is that Jor thosa after !
13 that, the figures or the seriaz of uaits and up tco and :
id including the laast unit that has been prcjected ramain uni- ;
15 form. I would be glad to stand corrected orn that if vom shou§
15 me an indicaticn to the centrary, ,
|

1y Q Is that the basis for your cenclusion that

18 the percentages are frozen, or tecné to bz frezen? ;
19 A That is the evidence that thev te=nd to ba. Tha f
|
20 basis for the coaclusion is that 4hat iz the woy the unique ;
21 CAPCO reserve sharing method works cut, that iz the %
22 ! Pressu:e that it .puts on ths nmembers. %
27 Q Is it not 2 fact that the cwnershtir shares of !
’ 24 each of the CAPCO members at the prescant tire havs no i
2z impact on that member's capacity responsikbilisy? ;
}
|
i
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A Would you repeat thai, pleasa?
(Whereupon, tha2 rsrorter read tae

perding queation, 25 reguested.)

THE WITHNESS3: At the prese2at tie, vou mean cefore|
-

these joint units are added tc the syscan, I take it?

BY MR. REYNOLDS:

Q No, I mean including ¢he joint units.
A In other words, nct at the precsent time, but

looking ahead.
Q At the prasent time and looking zhead.
A Do I understand your quastion to he this:

Do I not kaow that the amcunis of capacity,
reserve capacity assigned %o the differcnt svyetons
loocking ahead to a point in time after, say, the
Perry Units come in, is the same under the CAPCY method
as it would be if Perry 1, say, were cwnzd entivcly by
one company?

If so, then my answar is no, that is not wy

understanding of how it works.

Q Let me ask you this in the contoxt of conpleta

coordination with planning on a one-system bazis, would
you not agree that *he participants would need to agrea
on a reliability standard for the pool ard 2lzc would

have to accept an individual reserve responsibilisv in

order to maintain that level of pcol reliabilicy?

6113
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p.§ Phat!s correct. The

2 comes in how they do the seccnc pari ‘a2 £ha:z,

) Q All righkt.

\
!
' 4 and I belisve vou indiscated yestariay. oncthar E
3 topic of conversaticn,that it was vour view tiat & five-yesr %
' 5 commitment by whelesale customers to taka powsr would be
7 an appropriate term in orxder to make peesible high debt i
3 ratio financing.
9 Am I paraphrasing vou? |
10 A Hc, X don'st think I said that. E
" Q Will you corract me then?
12 A I think that if vou are coing to nave nighi i :

i3 debt ratio financing of a genscacirg trancmission sysoom,
/

‘l . - - - R} - . '
with that high debt ratcio ¢f finaacing made possible L7 1

|
5 take or pay for contracts that wonld aszure thz i
{

06 pay-out of investment then thosc contracts would hars o T2

|
17 for a pericd as long as the pericd covered hLv thz hond }

15 issue.

19 If you s0ld 30-ysar bonds that would be a 30- !

year contract. rive-vear refarences iz in a totally

different contex% referring actually to induccrial

contracts of a size that wouvld ba pretly medest coupared

-

to a sort of gemeral cperating plant of tiils aizs,

i

- - MR, REYNOILDS: I don't have anything fuxthar.

B

CHAIRUWN RIGLER: ALl xight. ¥e will 2ake a
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(Recess. )

REDIRECT ENAMINATION
BY MR. CHARNO:
Q Mr. Kampmeier, you previously testifizd

that TVA distributicn utilities or rate committes wno

6115

represent TVA distributicn utilities and TVA agreed that

TVA was to serve what vlutimacely became approxircately

what was 50 industrial custcmners.

Are you aware of any bena2ilts that micht £low to

those distripution utilities by virtue of making that
agreement?

A Yes. The arrancement betwe2n TVA and the

whole 150-distribution syvstens is designed to 2fifectuate

the Congressional policy that the powar »rojects that TVA

builds are to be available for all the people in the

region, particularly the domestic rural consumers, and

and the sale of power to industries should be a szconéarvy

purpose and so on, so by TVA serving those particular
loads and having sone margin abkove costs in sarviag

them, this helps to effactuate a policy of keeping the
wholesale rate to all 150 systems at as low a level as

possible.

MR. REZNOLDS: I didn't hear the laet part of

your answer.




end 35
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THE WITNESS: Keep the whelasale rate to all
150 distribution systems as low az cossible.

BY ¥MR. CHARNO:

Q You also testifled, sir, oo to the estadblisih-
ment of a seriee of retail rate scihedules bv TVA aad
ths municipal utility rate committse,

Can youn tell us what motivated the ectablish- ;

ment of such a sexrias of rate schedales? E
a The sume Concressicnal directive of makiag |

powsr available at the lowest: faasibla rates. Zach

distribution system agrees to operase on 2 noenprofitc

basis with the amount of monay that is made aveilaobie

to tha general fund limited to reasoncbla rercsniags of |

ravenue,

Therefcre, in oxder to be sble to nave the |
lowast feasible rata in sach e2rea, it took a zariszs o2 |
different rate levels to make that possibls, E

Q Was thers any speriflc reason that 9VL scughe :
this lowest poszible rate? i

A Well, the Congressional directive 20 do just ;
that is raquired by the TVA Act, plus the fac: thot bhat i
is consistent with ?VAS whele reascn for being. g
Its reason for being is the econcmic develictnant of the regicé
with cne of the major tcols being the availability of low-

|
|
cost power, !
i



Sir, yesterday vou teati

2 “ Central Power Electric Cecoperative, and che Controi Power
owl 1
3 w Asscciation. And thea Counsel fcr chz Agplizants usked |
. 4 you a number of questicne that used thisa tazve Inters hancﬂabI'
3 Can you tell us whether there isg =ny ralitisachip zotean
' 8 the Central Power Elecrric Coozeractive and <h: Central '
7 Power Association?
8 A No, none whatavaer. Coatral Pruer Electric
3 Cocperative is in South Daliota and Cantral Zowey Elzeirie
10 Association is in Scuth Carcliza.
it Q In your testimony, would veu have reforraa to
12 Central Power Electric Cooperative in the context of tha |
H
13 South Carclina Public Sarvice futhority ovr th: Swutheastern |

14 Public Service Administration?

20 desirable,

15 A No, I think I would not have, I intendad not !
f
i6 to, and I think I lept my relerencas siraighs. |
17 Q Yestexday, or previously, vou zestified that |
18 | you thought the physical concolidaticn of ssmvice avaas 5
i
19 that occurred subsequent to World War I was, in yeur eopinion, f
{
|
|
|

21 Would you also view as equally dzsirobhiz, tha

’ ” consclidation of ownership tha: tcok place sukcecvaent i
23 to World war I?
24 A Not as egually desir:zbLla. Therae werxe neny dasirable

)
|
25 aspects to the consolidaticon of cwnership. Iiuch gainm by !

- —



bw2

[

12

i3

4 |

15

18

i7

i3

19

20

6118

many consolldations of ownarship. They went tc. Far up to
the point of enactment of the ¥oldinrg Cempany Act.

Q 8ir, yesterday, you wars gquasticned ea your
direct testimony that the generating capacity ownsd by
industrial concarns teoday comprised about 100 percent of
the country's total generating capacity; iz “hat correct?

A Yes,

Q Wers you able to subsegquantly racpll tha
source of that information?-

A Yes. When I was testifying, I said fizs: I
thought it was the National Power Survey. Then I said
on second thought maybe it was the Eleutrical Woxld, and
it was the Electrical World, in their 190 Anniversazy
Issue,

IfR, CHARNO: I would like to hLave marikad for
identification as DJ=453, a two-pags document 3iticd on th:
first page, "The Utility Industry,® and indicaces ia
the lower right~hand cerzner "Zlactrical World, Juae 1,
1974,

(The documant raferrad to was
markad DJ Exhibit 433 Zor
identification.)

THE WITNZSS5: The referenca tvo the statzinen: is

on the second page at the end of the soccend full varacgraph,

S ETp———

L S ———
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BY MR. CHARNO:

Q This is the source materizl %o which you

referred, sir?
A Right.
MR, CHARNC: We would move DJ=¢S53 into evidenca.
MR, REYNOLDS: Wait just a misute.
No obiection,
CHAIRMAN RIGLER: Department of Justice 433 will
be received lnto evidz2nce at this %ime.
(The document harstofore
marked Bxzhibie DI-453 for
identification, was received
in evidence.)
BY MR, CHARNO:
Q Mr. Kampmeier, you testified at some langth
concerning a hypothetical posed to you by the Courzal
for the Applicants.
The testimony appeared between pages 5206 and
5907 and then 5312 and 5529, and in that hvpothetic:sl you
compared a small cocal-burning plant with a2 larga nuclear
unit,
I would like to ask you, whether when yecu
described the coal-burning plant as opposed to the nuclear
unit, or when you were working with that, dii you make any

assumptiosn concarning the caographical location of that
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small coal=-burning plant?

A No, I think no sucih acsumptions was spacifled,
and I didn't make one,

o Wwith respect again tc tha small coal~burning plaat,
when you gave the cost of fusl, did you assume that that fuel
would be locally available or trangported froa a distance?

A Well, avalilable in the genzral vicinity.

There, I think by this time,I think thara vas
some reference to ccal cost in the State of Chlo,

And I think that ry estimate of abous cne
cant for the cost ¢f coal made the assumption that we
were talking about a plant in THE CAPCO area burning Chio

coal.

{
|
1
|
i
|
i

USRS S p—
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Q If cthat <oal were transportad frcm the western

portion of the United States, would the coal coghe 2a

angwer?
A Yes, it vwould; prcbably eonsiderably hnighor.
Q Did you make =~

MR. R2YNOIDS: I'm gorry, Steve. I'm aissing
the last parts of your answers., What cid you 2247.

THE WITHESS: I said yes, it wourld »e highar;
prebably considerably highex.

BY MR, CHARNO:

.~
LY

gt
olg K]

o

Q In establishing the canital cosss ©
fossil plant, did vou make aay z2zsvaptisn with rozgard
to environmental staadardc?

A Well, the first quesvion aske’ by zha

{
}
-

higher than the one? cent that vou assumad in your aypothaetical

hypothetical of the small ccal-bursning plant was zhie question

of capital costs.
I think I indicated that I was gearing ny

figures to the sort of plant that has been bduili ia the

{

last couple of years, plus some mere or lz2ss average allowancd

for esczlation.

That would mean that iazofar as I madz allowance
for the effect of the envircmmental rezuircrents, I wvas
gearing th:.* assumption to average circuwstances surrounding

average small coal-burning plants put in service during the
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last couple of years.

Q If that hypothetical, small soai~firad plant
were built in Hortheastern Chic at sone point in tha
future, would the envirommentcal standards srd rasulting
capacity costs be higher thau those that vou assuzzd
in your answer to the nvpothaticzl?

MR. REYNOLDS: Cculdd I hnava that gueastic
back, please?
(Whersupon, the rezorter rsad the
pending question, as requasted.)
THE WITNESS: 21most certainly ves.
8Y MR. CHAENO:

Q Sir, I would like yon to rzad 2 statocment and
ask you if you can agree with it in tihe contaut of
your last answer.

"In view cf current requirements for a2ffluant
controls at fossil fuel plants, the highk carital costs
for auclear power plante is not zigniflicantly groatas

than coal-fired plants. PNuclear fuel prasently provides

the least costly energy scurcs for large base-~load generating

plants.”

A Yes, I would agree with that. I asswaz in saying

so, that the first sentence inplies nuclear and ceal-

burning plants of approxirately tha same ~-- approximately

equal size. 1If sizes were diffasreat, then I would want to

- —— - . el e G . S~ S S, Wt v

PR S ———
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gqualify my answe:-,

I nanticn tiac bacause the hypothetical was
given to me and the gizaes weve Jdififawraens. & the ozal-e
burning plant is smaller, it then iwnz the coz® up ore
than if that were ths sonc size.

Q Let m2 read the sacond gaatunca.
'Nuclea; fuel presiantly provides ¢ha lzass

costly energy sourse for

plants.”

do v w

A Yes, assuming tihat ¢hat carriez s

>

that the entire cquotaticn wara for Llarse nlanta,

slization

. w & 3
taat takes

care of it. I agrse with tha antire stacomens,
Q Would it surprise vou that that sbtatwnzg

vags made arcut pla
futura?

A No, it would scen to Ho very

for plants to be built in Chic ia =he fuituva.

MR, RN0: I would liks to marl: fas

tion a three-page doccument ficm the

Suxvey, Volume I, pages 272 and 273. This is

upon which the witness was quest

Applicants,; and which they have mads avalilsbie -0

deparitment.

ants to bas construesad in Chio i

ShHs

asE
apgropriastae

igantifica-

1564 National 2oner

astract

ioned yestsxday by che

e
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(DI Exhibic No. 454

wag marked for identcifiica-
ticn.)
BY MR, CHARNC:
Q I would like to diract your atrention to tae
second full paragraph on page 277.
A Yes, Ihave a2 copv here.
Q And ask you whethar veu agrese with the statement
contained in that paragraph?
A The one that beginsg "Ceacinuad reliance on
small isolated generating plants,” aud so on?
Q Yes, sir.
A Yes, I think that iz 2 goca statement,
MR. CHARNO: We wculd oave DJ <54 into
evidence.
MR. REYNOLDS: No objectien.
CHAIRMAN RIGLER: Department Exhibit 454
will be received into evidenca.
(The document »reviously
marked DJ Exhibit 454 for
identificaticn, was raceived
in evidence.}
BY MR. CHARNO:
Q Sir, ovar the last three days, you have besn

questioned repeatedly concerning cost of service, and

IS ————
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your exparience with coszt of zarvice,
Have you sver beon ampieved br & ragulatozy
agancy to advise that agsncv?

A Yes. Most racent such consultiug assiglumant
has been with the Oatario Bueray Boawrd, waich is
Ontario's agency in lle¢u of a utilities ecrmiissioa.

This will be tha third coasazcuzive year that
I have -- will have served az an edviser to ¢hat board.

Q Was it also brought out that you have ssrved

as a consultant to the fublig Sorvice loxniusion of the

State of Naw York?

SN ——

A That wvas alrsady ma2ancioned.
Q Have vou &v=r sazrved ac a coasultant 40 tae Fedara;

Power Commigsion?

A Yes, I sexvad ag a consultzat to the FPoderel

Power Commisaion cver a peried of a vear or tuo, 10 o= 12

years ago.

Q What was the nature of vour work as 2iat Sime,
and wha'. were the resulie?

A At that tinme the 5e;eral fewer Coxcisslion was

being reorganized under a ne'’ chaiimar., ALd was ~- ¥ was
asked to assist in expleration of how the Ceralgsion
might more effectively implement naticnal zower solicias
as expressad in the Pederal 2ower 2ot zad other

Congraasional acts ané exscutive crders, and o 4id sc.

i
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One re=ult that came irom those exploraticns
in which I assisted was 3 decerminsazion by the Feleral
Power Cocmmission %o embark on the natisnal rower survey,
the published resulzs of which have been rsferred to here
on deveral occasions, including the exhibit just filed,

Anothar resulc waz the detarmination of a
commission to intensify its interect in wholesal2 rate
regulation and to expand iter elsctric rate regulation
staff,

I'm chooaing wmy words hers, becavsz they tie

directly into one of the statemerta tlat was read {ron

this exhibit yesterday. That cbiective unfortunately was

only partially realized.

Q Are you the auther cof any nublicsztisn:
in the field of electric rates?

A Yes. Among them is a manual on ratsmaiing
which I prepar~d for the American Public Power Azscciation

and which is now in its third sdition.
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Q Does thot deal <t all with methods of allsocating
costs as a basis for establizhing rates?

A Yes, i% decas,

Q In your 2xpariznc2 with ratewmolking over the
years, have you fcund that there i3 a singla zceoapted
method or a variety of methods for cllocatiag costz?

& A wide verizty cf nethndz that get widaly

ranging resulte,

Q Do other zuthors in the fizld of 2leciric racses
agree with that statapent?
A Yes, there have been many boolks writtzn on

rate-making and ccst allocations, and the prevalling viaw,
I guess, I coulc say, ths view »ractically wichsut
exception is consistent with what I just statad,

Among other exarmples, a fairly recent cne is a

bock, volume, publicshed a counle vears ago by ULRUC,

National Associations of Regulatory Utility Commiszicners,
which is devoted in its entirety %o oos= allcoation nethoids

in use in the industry.

Q Are ycu aware of whethar alsctiric ntility manacers

also recoqgnize that ceost allccation and rata-xcking axe
not e act  sciences?

A Yen., There has been frequent evidance of that,
One that I racall spacifically is 2 repor: ia the

Elactrical World a couple of years ago, oan 2 conferzence

————

—— + Bo———
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of electric utility axecutives which dealt with -

nurd>3r cf subjects, including that subiect.

Q Do you recall whether those electric rcower
executives were executives of publicly~owned, invester-
owned or othar privately-ownad utility svstoms?

A Investor-cwned systenms, I beliave.

MR, CHARNO: I offer for identificaticn a
three~-page document which contalne in the uppar right=-
hand corner the word “"management,® and whicn statas in
the lower left~hand corner, "Elsctrical %World, January 15,
i974."

(The document referrcd to vas
marked DJ Ehxibit 4%5.for
identificaticn,)

THE WITHESS: This was a repoxt I was recalling,
anéd I will refer you to not only the first coupla of
paragraphs to indicate participants and so c¢n, but ths
section beginninc on the second page, a third of the way
down the first column, under the heading "measurae.* It
starts "The fourth need is to devealop z uniform method
for measuring cost of service.” 1 Dbelisve that paragraph
and the next and the third are == and the fourth are
all pertinent to this point.

. In fact, all of them right down to the heading

“Conflict.” and tlen even some of that. Tha thixd paragraph

|
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i under that, it says, "So the fifth planning nesd is to
2 make use of the bensfits”and so ca. ‘
!
s I think that is also pertinent; tha paragraph
; 4 that follows that is quite pertinent, :
s s "Typical cost of service studdied today,” and :
6 50 on.
7 I think thosz ara the key points, ‘
i
g o S8ir, ars you aware of any raculatcry coumission, !
d either state or federal which has evary prascribed a siagle l
i0 method of cost allocation which can’t be deviated £rom? ?
il A I don’t recall any such instancs. The practice, ;
iz normally, ic not caly to allow son2 wide frezdem of choice; e.s1
13 i to mathod used, but alac for the subjective intarsrataticn !
14 ' of that methol with the ascumpilons that have to L2 wads ; ;
i5 to implement it, ‘ ‘
16 Q Sir, I noticc that 453 makes ceforance %9 i
17 situations where two individuvals can ke doing the zamm
18 cost of service study and come out with two dilfoxeat .
19 results. : |
z0 Are you aware of such ar instance ‘
a1 every occurring? ; ;
22 A I would put it a little stronger. T have nrevar .
23 known two studiee to be made th2t fi7Ta our with the sans |
v i
24 result. f
25 MR. CHARNO: Wa would move DJ~45Z into evidsnce.
9
il
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MR, REYNOLDS: Will you wait just a minute?

Mr, Chairman, May I azk, mavbe I micsed it,

I don't understand wnat this i3, DiQ the Withess indicate
what this statement was that we are lcoking and,iI not, can
we ask hom, so I can gat clarification.

I don't understand what the document is.

THE WITNESS: I did iandicate what it was and,
rather than to hunt back the answer I would be glad to
repeat it,

I indicated in response tc a question about whether
there is recognition amcung utility managers of the
fact that rate-making is not an exact scieace, that I have
seen that illustrated a number of times. OCne illustration

th=t I recalled was a report in Electrical Werld magazine,

a trade journal of the electric industry, cf a uwtilitcy

conference which discussed this point among othera, 2naé this

is that report.
That reference tc that raport. !
MR, REYNCLDS: Did you say you had attendad this
conference?

TIL WITNRSE: No, I dié not

SO —

MR. REYNOLDS: May I &ask the Department what
the purpose is for moving it into evicence?

MR, CHARNO: The Witness, ac an expert, maintains
an awaraness of what is going on in the electric utility

industry. His awareness of the fact, as I understand his
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testimony, that utility manegers, in #his case
investor-owned utility managers are awarae c¢f the insxact,
not only aware, HDut set it out iy som2 deteil in +he

course of a meeting, iz based on the rerort of a cenference
published in the investor-owned utility trud magazine

and we are submitting it for that conferencz, that it

took place and thoses were tae conclusions raached,

We are not aware of any erratc that were published

or requestad,
MR, REYNOLDS: I aee, I have no cbiection,
CHAIRMAN RIGLER: Cepartmzat Ex.ibit 455
will be received into avidence.
{The cocumsnt heretofore maried
Exhibit DJ=455 for identification,
was received in evidence.
BY MR, CHARNO:
Q Mr. RKampmeier, yesterday you testified that you
had been instructec by the Lepartwent of Justice to
target your inquiries at 1973, Wers you given any reascn
for that instruction?
A Yes. The peoint was that aaything later than that
would raise probleme of availadility of data for the sorts
of analyses I was contemplating and in regards to wich I

was asking about the availability of datza.

B VT ——

UV ———
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Actually, it turned out zhat that crzaced
aven a little bit of a preoblem, beccuse the Tedaral Power
Cormission, which i3 one of the more cfliicizal scurcas
of data is pretty slow about get:ting cut scme ol its
reports.
Q Sir, do municipal wholerale custcmars
of TVA at this tima2 pay mcre or less for comparabla
quantities of power than their FPC-protectied neigiborxing
whelesale customers?
A Less,
MR. REYNOLDS: Could I have the questica back?
(The reporter read the reccrd az reciested,.)
MR, REYNOLDS: I object to the
question ‘on the ground that it sgems to have no relavance
to the Ohio situation or the matters we are looking at
in this case relating tc Ohio.
MR, CHARNO: We had two days of crossw-
examination on that pcint.

I would ba inclined to agree i%t has no relevance.

- ———
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CHAIRMAN RICLER: 2ut it iz a subject vhich

was first brougat up in crosg-excminaticn.
MR, CHARNC: It ceriainly was.
CHAIRFAN RIGLER. Overrulad,
BY MR, CHARNC:
Q sir, 4id yvou conduct celculated couparisons
of the wholesele and industrial retail rotesz of Ohio

Edison and Pennsylvania Power and Tolado Idiscn CTcinany?

A Yes.

Q And these invelved calculationz on paper?

A Yes.

Q And ware those caleculacions turned over o

the Applicants?

A Jes.,

Q Are the industrial rates ciferzd by uwtilities
influenced in any manner by the cesire of utilities to
attract industrial custcmers?

MR. SMITH: »dr. Charno, if vou ore doing that
for my benafit, I appraciate it, but I'm hoppy with the
record the way it is ncw.

I don't see a need for it,

MR. CHARNO: I will wvithdraw ths question.

BY MR. CHARIO:

Q Mr. Kampmeier, I ask you To &s3uue as &

hypothetical that you were hired 25 2 ccasuvltaat for an

B TS ——
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irolated generating municipal gvsiem. If yru invoceiguted
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the availability of bull power at wholezalas frow
surroundiry utility, would the exizisnca 57 a cotentisl
price squeeza, coupled with the inability o’ tha aveten
to operate compatitivaly in isclation, ba sufficient +o

cause you to reccamend that that utility go cu: cf the
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to beccme ratail custarars of che sur—ound irg wtilicy?
MR. REYNOLDS: Uscu want ©o read thei baok?
{(Whereupen, the raporiter rezid the
pending question, zs reguactad.)
MR, REYNCLDS: culd I have zore elarifica-
tion as to what counsel means by the enis-ercs of 4
potential price scueezz?
MR, CHARNO: I will withdraw the cuestion and
start over.
BY MR, CEARNO:
Q Let us assume that you are nirsd by an
isolated generating municizal systen, and vou ara nlved

to explore bulk powex supely alteractives.

If you determined, nunber cme, taat that svoten
could not be competitive with the anrrounci a7 bulk power
supplier by remaining isclated and Ceponding upon its
own generatiocn and vou determined, ntabor two, thav if

-

that systam were to beccnme a wholsszale purchaser from the

- — - . <t = o 2
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surrcunding utility, that it would be subjestad to what
you had previously described in vour tcuztimeny 25 a

price squeeze; would this ccabinazion »f foctors cauvce
you to reccommend to that svystom that rathzr than reaaining
isolated or purchasing bulk power az whslzzalz, it should
sell its system tc the surrounding utilisty arnd allow its
customers to be served at retail by the surrcunding
utility?

MR, REYNOLDS: Could I get a clarificatcion
by counsel, when he sav. "remain competitive,? covnazitive
as to whom? And also whan vou say “peciential zrisze
squeeze,” price squeeze as to which custemers?

CHAIRMAN RIGLER: While Juztice is rofli
on that, let's not waste tima, Isn't 2he answor acing
to depend on the severity of thz price saquzaze, ns matter
to whom it is applied, and also the ccmpaneation fo- the
system, 20 there is no answar?

THE WITHESS: I would say like a lot of
hypothetical gquestions I have been asked, I would ne=a
to make some more assumptions,

BY MR, CRARNG:

G Is it possible to Le subiect o a ratse

squeeze and still sell power to an industrizl custcner at a
lower price than your supplier can sell powsr to *hat

industrial custcuer?
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MR. FRYNCLO3S: I thouohi e soid zTate squeaze,.
I don't know whet¢ he ma2ans by rate squacza.

MR, CHARNO: I #hink che witnass taseifice
as to what ha meant dy rate zqueew2, 2nd that iz
what I'mn referrinc tc.

CHATFMAN RICOLET: Rate squecze or orice sguenza?

MR. CHAMNO: They'iaz identiceal.

THE WITHES3: It may not e Likely, but it is a
possibility. If you have got an efficient, exceptionally
wall managed dictribution systen, and your discribucion
costs are favorcble, then it is pezsizle, and I kocw of
mere than one instance vhera it has happesncd, that tiz
distribution system paye en unduly high ratce whish
represents a price scuaeze, aad e4ill urforsells thoe svaoian
frem whom it i3 buying pover.

BY MR. CHARNC:

Q Is that in the CAPTC avaa?
A Well, let's see if I -= I wagz thinking of other
situations. Let me “hink acbout the CAPCO ares 2 uninuta.

Yes, X think ccupanisc can bde found in
the CAPCO area, probably, too. I would have 0 cuamiaa
the operatinyg records over a loager pericd of tiae than
I have to satinfy myself tkhat this is a zsastainahle
situation,

MR, RETNOLDS: I nova ko strilie «he ansver
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it could exist: in the CAPCO area Lasad on tha following

porticn of his responza.

MR, CHARNC: Mayba X can as: ¢ few clarifying

questions and refresh the witness' recollection.

MR. REYNOLDS: I bhave no proplerm with that, but

I still move to strike that answar o th: extent it relates

to the CAPCO area.

CHAIRMAN RIGLER: I will strilks ¢ and you can
rephrase it.

BY MR. CHARNO:

Q Sir, do you recall being giren 2 copv of tae

testimony of the manager of utilities <f Zllwced City,

Pennsylvania?
A Yes.
Q In that testimony do vou reczil any scatement

of the relaticnship between the rates paid hv Ellweced

City and the rates that utilities -~ industrizls that

purchase their power from Ellwood City's supplier paid?
A Yes, I remember the circunmstances guite wsll

and the situaticn is one which fits the zcrt of czse you ware

asking about.

.

MR. STEVEN BERGER: Could I agk whather or not

Mr. Charno is referring to the testimony of My, Urian,

and if he is, I would like a page reference,.
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MR, CHARNO: We will supply tha%t, and I'n
referring to iir. Urian's tectinoany.

MR, STEVE!l BERCER: Arxe vou gtoting ncw as the
basis for asking this gquestiocn that Mr. Urizn toestified
to a price squeeze?

MR, CHARNO: I'm sizating that he %zatified to =z
relationzhip betwzen rates which, if I carn reomenier tias
witness' definiticn, 1 think weuld b2 a price sugecze.

MR, STEVEN BERGER: I recall Myr. Urian
testifying as to 2 relaticacship batwaen rates, I doa't
recall Mr, Urian testifying to a price agueezaz,

MR. CHARNO: If you are asiine me did he use
that term, no, I don’t believe he uged that term.

MR. REYNOLDS: Co ahsad.

MR. CHRRIIO: Then X have no prohlem with that.

BY MR. CTHARNO:

Q Did you testify that the svstam paake of tha

oxr comparable to the peaks of industrial ccmpanizs within

those svsteans - industrial custicmers within choze

systems?
A In terms of tine of 4dzy?
Q Yes, sir.
A Yes, I tsestified that bv and large the p2aks oa

each of the CLPCO companics oceurs during nours wae

. — . ——— ——— . ——— ——_——
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industrial loads are likely to ke high,

Q Are municipal loads in the CASCC &
less likely to coincide with the system peaks of
individual CAPCO companies thar the irdustrial ~ustomers
those companies serve?

A Yes, thev are.

Q Does this have any iafluence relative to the
cost of serving industrial customers as oprosed o
municipal customers?

A Yes, it means thac this is a factor which lowers
the cost of serving the municipal customers cocmparad to the
cost of servine industrial customers.

Q What was the basis for your statement zoday
that the question of whather the issus of waeeling is in
the public interest was being litigatead?

A I was recalling the Ottar Tail case
which went through a series of steps. The lact I reczll was
that the case was settled on aprceal except for onz
point which was referred back and to the bast of nvy
recollection, as far as I can recall, that point had not
been dispcsed of.

Q Sir, would you characterize the acresements
between CEI and Painesville and between CuI
and the City of Cleveland as "complete coordinaticn®

agreements as you have used that term in vour testinony
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A dNo, they

Q Do these two agreeinents

complex items that werc hammered out [or

time in the CAPCO avea ia the conteut of

A Ro, I tihink nct.

Q Earlier today you tzstified wit

description of CAPCO and yvou indicated ¢
an adequate descripticn of the rarzzv
of the pool.

I would like to

would bz far from o

¢iva you that

contain unigquz ana

. .
« -
tia 33x5s8

tihicse cgreenments?

2spect to a

iis was not

»inciple

éeceripiion

a2gain and ask ycu why not. It is che brackaet2d portion
on that pace.
A Yes, this was the onz that vag read %5 ma a

couple of times,

The key reascn I censidar it inadeguate

iz that it douz not call attention or note at gll -=

MR, RETHOLLS:
TEE WITNZ2SS: 1I'm sorvv.
the mike. I'm sorxrv.

It does not call attantion tc
mantion at all the one thing abocut that 2

arrangertent which reallv makas it unicue

the total requirements, reserve raguirans

I can't Lear wrat

you ara sayving.

I kacked up from

oFf In ract

rag 28 ]l\

2825 sharing
... ™ EXN 3% o4 da
and «hz2t is that

nt £o- zhe pool,

are allocated on a basis wiich gives coaziderable waight to

what the oarticipant's situation would ke indivi

dually

o e——




ar9

10

i2

13

14

18

17

18

20

21

22

if operated in isclation which I have meation~4, I think,
is beside the point, and vhich is noc ancrually done,
and which unleszs mentioned, I think, leavzs the reader less
than adequately informad as %o the nature of sheuss
reserve sharing arrangaenents.

BY MR. CHARJO:

that tnare

o7

Q Sir, at one pcinat you teszified
were additicnal differernces betwsen tha rate schadules
which apply to industries and the rate ~chadules which
apply to municipal wholesale custciiars that vou 1:d

examined.

i

Could vou tell us wiat tno-e additiocnal diffarencer

wera?
A Yes, I think,very cuicklvy.
The -~ I was referring particularlv ¢o the

rates of Ohio Bdison and fennsyvlvania Power, and thavy

provide in the -- well, first in the rates to municipalitize,

that the demand charge iz based upon the hichast demanc
during any 30-minute psricd of the mench,

The industrial rata, however, provides ¢hat
the billing demand is based not cn the demznd during the
3C minutes cf highest demand but the averace of tle highest
and the second highest 3J-minute demards.

This gives a rather significant, in many casesg

fairly substantial discount in eff2ct to the industrial
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i
i customers, :
2 Secondly, in the game gactica dealiny wiih i
3 billing demand, in the case ¢f z demapd wiich was ;
|
4 establishad aftar certain hours, €:30 p.n. in tha sumertinae é
5 in th2 case of Pennsvivania Pover, and 2:00 ».m, swmaer cr ;
o winter in the case of Ohio Zdison, these arz traited «- |
7 r this prcvision in the irdustrial rate which is aoc in :
e ' the wholesale rate and this provides that zueh a Zeaand, :
l
° after that hour or before a spacifiad hour ia the f
10 | morning in effect is treated as an off-ncalk demanl end that @
11 off-peak demand could be up to twice as Lich az the damand f
12 during other hours wit'wut increazing ths demand chazge. ’
13 | If, for esarple, a systen like the |
14 municipal system of Cleveland wvhich had ics peak 1373 at
13 10:00 o'clock in the evening could buy power undar
16 that sort of schedule, it would obwicusly ke a conslderable |
17 advantage to it. !
19 So this sort of a sp concession iu the
19 industrial rate that doesn’'t appear in the wholzsale rate .
20 is an important differenca. |
end 21 ? Q Mr, Kampmeier, ycu testifisd cun crosse ;
41 22 examination that you had made yoursclf femiliar with che 5
23 Applicant's proposed license conditions and Zxhibic 44, E
24 A ves. {
23 Q Did you reach any opinion as to th2 danizabilicy ;
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£ those conditicns?

o I did.

Q Can you tell us whit concluziong yau roached?

A I consider them quite unaccestazible %o the
amall systen,

Q Can you tell us why?

A I will txy to make this reasoradbly pracisc.

There are quite 2 nunbar cf points I would like
to make,

First, the provisions do aoc iaclule any

Ll

wheeling except for the very limited purnoess of delivering

s23 {rom the

™

to the small svstem the power that it purch
nuclear unit or power for replaccment therzcf. It makes

no provision, in other words, for wheelinzy in any cthar
power or wheeling out any of that power waich == poser Sfrem
the nuclear unit which might temporarily be a surplus

tn the systen,

Secondly, without such a provision, and no
provision for the small system to bz able 4o shara in othe:x
CAPCO units other than the nuclear uni:.s, the mall systen
would be unable to put togecther as the large systams do,
an appropriate combination of base lcad nuclear zower,
intermediate lcadé power from large ccal-burring nlants,
and peaking power from othar scurces.

Another point is that there is a lot of long
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language in here which I belizve would nced o Le
tightensd up very considarakly befora the zxall svsioma
could be at all sure that it might not 52 interpreted in

ways that tha small svstom wmight bave zosumed LU was

not intended, because there iz 2 lot of roon for anbigquity,

plus rocom for doubt zs to whe deas thae interyweiing, who

makes the detarxinution vhen partiaes foil to oures, and 82

on.

This leads me to the peirt ia zecard Lo Lha

e

QTS £S20N

mattexr of reserves., I can illuntracae viat

§4

saying by leading into the diszcucszicn on rosaTves by

quoting this sentence:

=

*The company and each particizating earicy
shall enter into an arrancament Ifoy roserves waish snail
jointly establish the minimun reserve roguirzsant: =2 be

inatalled and/or provided wnder contractual asrandemenis

as nscessary to maintzin for each party,” and let me vadar-

score "to maintain for cach party a reserve m

i

to provide adequate zelizbiliiv of power supply.®

Row I think it is totally uncizar, sukilect to

lot of room for srgument as to what thav meansz. To maintain

for each party a reserve margin ilrcusfficientc to providn
for adequate power supply under hat sondisiens? Uadar
isolated ccrnditions?

If so, there iz nc raserve shariag. You aze

icies

Ty 2oy g il
gin lasgfs

— s —————

T

USSP G-

PRV O —



'€

17

i8

20

21

22

(2]
£

e
m

6145

back where you started; there is no indicatiocn it doesn't
mean that.

There is ne indicazion what it means instead
ot that. If it means that sometching other than
under isolated conditions, thaen you run into anothar
whole flock of questions abcut the raserve lanquage., It
provides that if no agreement can ke reached cn tha criteria
for determination of resgserves and the perticlizating
entities'minimal reserve reguirementa shall ba datermined
on the basis of two posgibilities:

One, on the basis of the smallegt rezorve
requirement which company has agreed to nunder other
similar reserve arraagement3, then in efiact.

But in no event shall the participating
entities' minimum reserve be less than its largest
single block of nuclear capacity, and so cn.

Now this last point, not less than its
largest single block of nuclear capacity, the undesirability
of that has been commented on Ly other witnz2sses. I don't
need to belaber the point furthar,

MR. REYNOLDS: I move to strike that portion
of hie answer.

THE WITNESS: 1In that case, lct me axplain why
I think =~

CRAIRMAN RIGLER: ¥ait a minute. What other

. ——— — —— - —— e S -
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witnesses?

THE WITHESS: Mr. Hughoes and My, Mozer, among
others.

CHAIRMAN RIGLER: Are vou 2deopting thelir
testimonvy?

THE VWITNEEE: On this particular point, yves.

CHAIRMAN RIGLER: Ohjection ovexrruled.

THE WITNESS: g undesiracle as that
language is, and il ic vera not $o late, I would Lave
preferred to spell out my own lanquage and cbiccileons
to it -- 1I'm trying to save tine by adopting ciaer

testimony ~- bad as that last provision is, it i3z aot asz

.

bad as the one befcre which says in th: event agraenen:
can't be recaclhed, that the reserve regquirement zshall he
determined on the basis of the siellest reserve reguirement
which company has agreed to under sinilar rasarve
arrangenentsg then in eflect.

Now how is that to be reed? There ar: two
wvays I can think of to rxead ik.

One would be to say that that means {ha CAPCO
resarve sharing arrangement. I have exprossed my opinions
as to why that would he unfair to the asmall systan.

The other possibility is particularzly if the
small system wexe to say, "I can't accept that, that ig

not fair, you couldn't have mcant thasf," th:a another

e

IO R —
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possible interpretation of what this means Is that vou,
Pitcairn or Cleveland or Oberlin or wheewv:r, will be

obliged to provide reserve requircments coual to Toledo

T ——

Edison's because that i3 the smallest reserve requircmant

which has been agreed tc¢ under similar csserve arranvements

- —————————— -

in effect.

Obviously tiiis whole section on res=rve
arrangement in my opinion is %“ctzlly unacceptailie o any
small system.

Mow I could go on. But I think naybe that is |

about enocugh. I would certainly want to add this: Ve

have been talking guite a little about complate cocrdination

!
|
arrangeme.uts. i
|

——————— - ——

. —— o .
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Mr. Reynolds has been cross-exzanining me
on a lot of questions on the zssumption of conplets
coordination arranvements. I think cocmplate eccovrdinaticn
arrangments are what shcoculd be astriven for, but these
license conditicna wouldn't come anywhere asar oroviding for
complete cocrdination arrangement.
MR, CHARNO: The Departmient has no further
redirect,
MR, REYNOLPS: I object o furthaer quections by
the o+aff,
CHAIRMAN RIGLER: Overruled,
_RBCROSS BAANINATION
BY MR. LESSY: 8
Q Mr. Razpmsier, you have agrze¢” <hat raotes
are established on the basis of averagz emtoedded costs, and
that the costs of new generation and *raasmissicn would

exceed average embedded cost. .With continuad Indlatica, what
+8 the direct effect of new c¢encration and t?tnsé;ssicn
censtruction on a utility’s rates?

MR. REYNOLDS: I object to that
question ak beyond the scope of radirect. .

MR, LESSY: There is an exhibii that goes to the
cost of service and its relaticn to constructicn.
There ars other questicns,

MR. REYNOLDS: What exhibit?

i

S ——

i ————
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MR, LESSY: DRJ=4535,
of cost of service in cexrtain
projects and that relationship.

The fact that ihis guesticon i3 relatad o
cross-examination by the 2Mpnlicants dees not alse wsan that
it 1s not related to the redirasect by tha Daparlwent,

MR. REYNOLDS: 2:hibit 458 has no mantica that

I can see to the situation reogerding ambedlad averaga

costs ard incremantal costs, which i: tha area that I belisve:

Kx, lLessy's question addrasced.

I woul? aslo remind the Doard that thie
exhibit waz not intredaced {or the purpose of addracsiag
that arca.

We made a requect gpecliical 15 to tha purpsoa
for this exhibit,

I don't zee how the questiocn
the redirect by Iir, Charno.

MR, LBESY: The quection was
cost3 on rates, and that i3 certainly withia the scope
of the redirect.

This just coes to the peint of

CRAIRMAN RIGLER: To be falr, it reolatss more
directly to a point that was raised in cross=exaomination
by the Applicants and I'm going o permit ¢he

question,
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THE WITNESS:; Would vou rasztatae it?
MR, REYNCLDS: I would lik2 <o note an exception,
CHAIRMAN RICLER: W2 have cebazed bafore
whether there can be cross on crosa,
The Board thus far hies allcwed alil parties
a turn to interrogate cn new matters raised in cross |
or matters which they did nct have a chanca to addrass in
their original corss which came up as  the result of another
party's cross-examination.
MR, LESSY: I will start again.
BY MR, LESSY:
Q ¥You hava agread that rates arn aatabliched on
the basis of average ambadded costs, and that the cost of
new genration and transmission would exceed averuga
embedded costs,
Now, with continued inflation, what is the
direct effect of newly-construc:tad generaticn and trang= i
mission on the utiiity®s rates?
RY It leads to increases in the rates. ]
Q Could a full requirements wholesals ~ustonar
By acquiring an ownership interest in a nuclear plent be

able to protect itself against such risss in rates in

the future?
A Yes, it could, to that extent.
Q Could a full requirencnts wheolessale customer




also protect itseli against such such vice in ratss in
the future by having tihe option of zzeking altsmative
sources <f bulk power supply throuch whesling?

A It would certainly hzalp to protect hinacli,

Q Did you say a full rsguiremanits whole

custemer with no epticns of

covnership in larce units have any rats
@ither poor planning, excassively high co
excassively high construction cosi:z

supplier?

uastion, vecu tasiifi
taht rates take account of all customers ia a parsisul:
class,
Who datermines the class of customaro?

The utility who is estsblishing the akas.

18 MR, LE8SY¥: That conclucdas Starff's

19 ‘exam&naticn. a

20 A MR. HIELMFELT: I have no questicons,

21 - MR, REYNCLDS: Can we take a t2a minute i
' 22 | break?

23 CHAIRMAN RIGLER: Can you mele it five? |

24 | (Recess,) ;
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BY MR. REYNOLDS:

Q Mr. Kampmej.or, whare did you say <that the Central

Electric Power Cooperative, Inc,, was lcocated,

A North Dzkota. Minct, North Dokota,

Q gd you know why it is that the znnual
statistical report for the rural electric borrcwers of 1374
indicates that that entity is locatad in Scuth Carolina and
is system lease-operated by the South-Carclina Public
Service Authority?

A You are sure ycu are not looking at Ceatral
Power Asscociation?

Q Let me show what I'm refarring Lo and see
whether mavbe we are talking about two dlfferent things?

A well, excuse m2, in the first place the

-
nane of the one in NOrth Dakcta is Central Fower Electyric
Cooperative.

I prrbadbly didn't liszen that closely enough,
I have been using that name sc ofiten I assused thot 13 what
you were referring to. MNorth Dakota Cantral Power Electric

Cooperative, you will find the cne I'm talking about., It

seems like a backward way to sign tle sequencz of words in the

name, but that is what they chose to do.
Q That one indicates thaot the cne we are talking
about is located in South Czrolinay is thct correct?

A This one is located in South Carolina, and it is

¥
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referrad to in its own contracts o3 Cencral Power
Asscciaticn. But Central Elactric Power Cocperative, I
will accept. It is not Central Pcwer Eleciric Ccoperative,

though, which is in North Dakots.

|

Q That indicates that the Cuoperntive there is lease-

operated by the South Carolina Power Authority; does it
not?

8 No, that ils not correct, The enly thing
lease~operated by the SC Public Sexvice Authority is the
generating plant of this Cooparative.

None of the rest of it == I shouldn't say ncre.
Generating plant and certain liaes. The msrketing operztion

and much of the, certain cf tha other facilities ars not

lease~-cperatad.
Q Will you read the footnoie there for mo?
A The footnote says system lease~cperated by

SC Public Service Authority.

I'm telling you that is not corrast.

Q I see.

Let me show vou a copy of tha tranzcripz of
Mr. Urian's testimony which was refarrad to and ask
you if page 4973 is the portion you wera referring to, when
you indicated that some testimeny on Zllwced City related
to a relationship bestween industrizl rates and wholesala
rates?

A Not just this one page. Thera i

n
t

cue rofarence

o
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2s to the sort of revenue margins taac Ellwcod City
has, and 80 on.
Those ware all part of what I was referriang o,
MR, REYMOLDS: Mr, Charno, you want to indicats
to me what-paqe vou sheowed him?
MR, CHARNO: I didn'’t indiczte any pagere.
MR, REYNCLDS: You revizwed the whole transexripi
and reviewed porticnse of it?
THE WITNESS: I den't think I xasad the whols
transcript. I rsed anough it to gzc a picture,.
BY MR, REYNOLDS:
Q Is the picture vou cot fzom that testimony
a price sguceza gituvaticn in the City of Blliwcca?
A Iu tha terms wvhich I was describing, nanely,
cf the City being cbliged %o pzy Penusylvania Pcwer
more for power than if it were able to buy pcoier at

Pennsylvania Powar's industrial rate.

2 That came solely from Mr, Uriaon’s testinouy?
A Ho, I can’t say whether it cam2 solely

from that or not. We have had a lot of diccussions with
Counsel and some of the other pecple, and I con't recall.

I have lccked at a lot of statistics, Ellwood
City filed a form one or fomm twelve ruport or beth, I have
forgotten which, with 7PC, as I recall, which I looked

at, and I can't sort out any more which piec e of the

i
!
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background I got from which source,

P a—

Q This is l.e same municipality veou indicated

contributed rore to its general fund than any other than
the CAPCO area; is that right?

A Yes.

Q Is it your testimony, !Mr. Zampneier, that it is
the utility that establishaes the class of customers?

A That was my testineny. I don't knew. if that

neaded minor qualifications, but bv and larce that is the

-

.

way it works, ves,
Q Doesn't the Federal Powar Commission and the State
Commission of each state haves the rasponsibility of
determining that the class is appropriate?
A They review and approve the rates, but i«
is a rare occasion and I'm not sure I con remernbar anywhare

the Commission has said to a utility thzt you have to either ‘
1

combine certain clases or break up certain clases.
This is == nc reason my eloberating, but I {

would be glad to, if you want me to.
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Q Are vou aware of any litigatizn wiere a cusiomer
has challenged its particular classiiicatioa Lv tha

utility either before the FPPC cr 2 stats rzgulatory ;
coamission?

A Yes. I'm not familiar with any in tha CAPCC
area, but I'm familiar with scme in zcme cther places.

Q All right. i

If MEL? or any other municipality in the COCT
area were to buy a shars of owmersihip in tha DPerxy Unig,
how is MELP or how are these municipalities geing to ke
protected against the poor plenning or the high construc-
tion costs of tiie utility responciblie for th~ design,
construction, and operation of that unit?

A They are not going to be very well pretecte
unless they have some veice in the process of coordinated
planning and develorment and can azsure thanselvas that
only proper steps are being taken to assurs geod, elficient,
enginearing design and construction, and sSc on.

If they can't so satisfy theamselves, then

thay probably wouldn't want to kc iavolved.
Q If a wholesale customer buvs a piace of capacity |
and then as its lecad grows, it centinues to Day

participation in new capacity to meet thet load growth

and assume that marginal cosis continue to increase and ;

continue to remain above avarage costs, wouldn't the xasuliing
i
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costs always be above the averags syscen coots to the

wholesale custorer had they remainzd s z vholasale
customer?
A I would have to make 2 punber of azsumptions

to answer that., I will stop tnzre for the noment.

Q What other assumptions would vou have to make?
A Well, I weould have to make scme assumptions

as to the conditionz were going to determine the price
it would pay for wholesale powar, for fell rcquiréments
customer, how well that reflected the raqulitcry process.
I would have tomake scre assumptions a9 to
whether the purchzsing system, like the wholesaling
system, starts off with some capacity cf it3 own or soms
scurce of power of its own with low imbedded costs, to
which the first purchase of nuclear capacity is an
additicn and so on.
Q Let's try it this way: Lat's make two
assunptions:
The one assumpticn is that the wholasale
customer buys capacity to mest its lcad growth at
the incremental cost of new capacity. And assume that
on the other alternate, the wholesale custcmer buys
his wholesale power at the average imbeddad costs anéd
then assume that marginal costs continue to increase and

remain above average costs.
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Now, on that bagis, wouldn't it alwavec be the
case that the wholesale purchase of pewir would rasulb
in a lower cost than the ccst of cwnership?

MR. CHARNO: I object o Zhat quastion
becausge ,at least two more parmzeters beig szecifizd on
the ground it is unclear.

One, the available or lack of available, hoth
to the supplier and wholesale custoners of alternative’
povwer sources and two, whether thz vholesale custousr
and supplier have identical rates of growth ard
therefore will hav2 identical iacremental acguizcition
of generation.

The guastion is meaningless without thoss i
parameters.

MR. REYNCLDS: I don't think vou need eithar
one of those for the purposes cf answevring th2 quostion,
but if you feel otherwise, let's say the ratcs of
growth are identical ancd that there are 1o other
alternative sources of power

THE WITNESS: 1I was going to ask about two more
assumptions. How dc you start in the case of Luving these
blocks of capacity? Are you starting with a sveten

that is generatiag its own pcwer at this noin:, and
therefore has encugh genarating capacity “c nest izs leed

until it takes care of an incremant of that growth with
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this first purchase of a block of aucless.

MR. RETNOLDf: Start

"

you ar? a wholesale customer and the purciiasas of the
blocks c¢f power are additions to where veu are auw the
particular time you start to mak: the purchazes.

THE WITKZISS: In either cas2 vou are buying
all of your requirement to beain with. In tho one casa
you continue to buy your growing reguiz:zmanis,

In the othar zass, you ¢et vour growing

requirement out of unit purchases cof capgacitv.

BY MR. REYNCLUS:

Q That's right.
A Now the secondé assump:zion, I taike it you
said, I'm sure, but I want to be sure this is what ycu

meant, that the assumption is that the price for

wholesale power will be no more %Zihan énough tc cever o:iginai

imbedded costs. There is no profit in the sale of
wholesale pcwer.

Q That's right.

A In that case, the answer is -- I have forgotten

whether it is yes or no =-- but the ancwer is that

the costs will be less if you buy additicnal wholeszle
power than if you buy successive bleccks of capacitv.
With one further proviso: I keep thinking of things --

that is still not necessarily accurate. It still leaves

rom the situsation where

]
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the question about differences in fined chazges.

The municipal systsm zrosumaily 1a the
beneficiary of a long estalblisihed gpolicy ¢hat iv can
finance with bonds that are -~ in waich th2 intsrvezt ic
not subject to inccme taxes. This efiecct conid ke
sufficient tc outweigh +tihi? other elfzets.

Unfortunately theez kinds of guesticons taks a
lot of e=laboration and assvanticons,

MR. REYNOIDS: I dea't have anything Iuvriher,

MR. CHARIC: 1No redirect.,

CHAIRMAN RIGIER: All right. Thank you wvary

much, Mr. XKampmeier.

el TOT R st .t b 1 Eon i e 7 -
CAAIRMON RIGLER: Mr. Hielmfel:, have vou

reviewed the depositions with the Departuent of Justice,

nl
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and does the five-~inch pile I have zeprascnt
pile?

MR, BJELMFELT: With ¢the exception of alocut
three depositions that the Department of Jusiicsz did act
want to introducae, and I may cor mav noci seck tc iatrsiuce.

CHAIRMAN RICLER: If you do, vou would rot
introduce the entire depocition?

MR, HJEIMPELT: That's corrszcti.

CHAIRMAN RIGLER: vt a selec: aunbzr of pages?

MR, BJELMFELT: That's corirsct.
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CHAIRMAN RIGLER: Ycu are talking about less
than half an inch, I supposz?

MR. HJELMFZLT: Pcssibly, ves, I would
want to review it again.

CHAIRMAN RIGLER: All rigiht, thaak you.

We will beqin at 9:390 tomorzreow, and I think
maybe we will break about 1:00 o'clock for the day for
those of you who want to make transportation plans.

(Whereupon, at 6:10 p.m,, ths hzaring

was adjourned, to ra2cconvsae a2t 2:30 a.m.,

Friday, March S, 197%.)
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