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Wednesday.

‘. de
U

de was here on Sundiay and has to go baeck. Ha
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/2 Fegan today's session by sihceing the Staff'sc wicr nzsses oat

oZ th2 hezring room. 43 tha 3:2f£€ has npointed -mt numerons

o’

~
s
o
(&8
[0}
.
<.
&3

0
.

“he Stafl inquirss of the Bearxrd as o the sta:-us
of the Board's rasporsa to tha ipneal Baard as raquasned in
ra2cent ALNE on this cuesticn.
IRAAN COUFAL: ‘The 3card ang rospendad o 2
Aprcal Boaxd, and you'll be getting copias of our vasronso.
MR, JOEFLING: Thank you, Mr. Chairman.
CHRIRMAN CLUMAL: AJAre you thrrough, Mr. Hesfling?

"—Ra t{O..-. 4-’: : YGS.

Pk i EA L .
CEAIRMAN COUFAL: Mr. Rosact

) Ll - o . P -9, - - -
MR, ROS3O One momante, M, Chairman.

a2
2 me, Wkils Y¥r.

m

MRf PRENNILR: Mr, Chaizman, axcu
Rosse is taking a paus: for a mexmant. is 2hat raspoase avail-
arnles teday? We haven’t gotten it.

CHAIRMAN COUFAL: We haven't gottzn it hers. ©he
wnole thing was done by the macgic of elzact=onics.

If you want 20 hzar wiat was z2z2id befors the

ails get your copies. wou can call my secretary at £32-760C

s

arnd sha’lil read ic o yvou.

If you want someone from the Seaff ia Besthesds to
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go over and pick up 2 copy and g2t it co you by telefax or
somsthing, have at it.

MR, 3REWNER: May I ask how many pages it is? Ve

night be al

o
=t
1
o
v}
Fol)
O
v
I
v

CHAIRMAN COUTAL: Well, I wrota it out lony-hard.

o

It was about four rages, junpiag 2rery other line, or letter-
siz2 paper. It's zot very long.
MR. BRENNER: Thank vou, sir,

CEAIRMAN COUFAL: Mr. Rcssz0?

¢ R S0 7 ; Yy 4 - T * - i
dR. ROSEQ: Yes, Mr., Chzirmarn. I have ceverzl

0
H

eliminary matters.

I zon't prcpose to respend at this peint ©o v,
Cherry’s statemant, except o zoint out that, of course, it
is not evidence andé thar thora wvare somo points in it which

raise quastions in iy nind witgh zagard ©o =g accuracy o=

“

his reporting to iir. Re Peler of the telzphone cenvarsatcica

of what has gone on hera.
He did =ay “that h2 discuscad wiih Mr. Xepple
the salety problems., Well, as I recall i¢ke Consumers®

- -

witnesses have testified that this is nout a zafas by problam;
it is not a guestion oF tube Failure. -t iz a question of
tube degradaticn andé of plugying tubas when a tube apprcaches

the margia ol salety rajuirac, 3¢ no salety problenm iz raised

herc.

i

e

@ zot &t all surprised thai Mr. Xeppler has said
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.’11-‘:6 : the URC staff, when i: went zhronin tha insoecticn process
zhe last time :a::aund, found nc safaty problam: s2cause, as
wa hava caid, thzr2 ar2 nonad. @2 would hava been vary sul-
Pzigad iZ ther Zound any.

I am 2ot ac this poia: familiar with the Ersiren-
:asntal Revort Supplamant that was refsrrad to oy Mu. Cherry,
but Mr. Nobic ia his tastimony when he is put Lack on the
stand will ce-rt-.inly address any of iMr. Cherry's questions.

Wich regard o Dr. Timn's ’.:e.s:;i:::criy, I on.y Roow
on2 ciuing: Wae wers sarved some/haera around neon, I bzlilieve,
teday with an 32-0age piec2 of testimenay. I have not yet

’

. seen it. It went c¢o the Rern:i machine first, and tha Xerox
machine isn't even through copying it. I don't lknow how long
iz’s going to take ue to get ready to review, or rzthar %o
crogg~exanians NI, Timn,

Woatgaver Mr., Cherrcy savs abcut the basis Zor his
nurbers, the questicn will ctill remain what he did with
the numbers, how he uses them. It will tzke scoume analysis
by exrerts o daotarmine what he did and how he did it and

' whether it was proper; copzecuzatlv, it tzkas time in crder
to review thiis kind of material.

I don't know how long it's going to take. It
may be that wa'll LUe ready, vou Xnow, in a few davs. 1t

._,, ’ may ce that we won’%t be for a suvstantially longer pericd

' ef time. We just don't lknow.
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gnt tha thrz2e sorizs reguirad o the
. . PNV N s & % - P |
for tha sacstiers znd Ior the Board.
- - . - e 5 - ) - o™ o
C::l-?o'_; (3] il Xd O ¥ I B ae Fiemi- 1 - {o I,
oo nNO2Z e Nwd iz Ses s !l il 0 14 2% *ne
demve AT St38 18 QOUBY &¥NARALC SV P RIS § § PRALS
- calp u I " de
METLEA LABG TEEa.
PR = B 37 i CATod -
CHZAIRYAN CCUFAL: Tae Eschiuel orscasc.
e e | - 4 “an S 2 -
MR. RCESC: Thcot's corzect, sixX.
- 3 . A - ¢ - ~.".~'- ~ --'-' .. - - ‘e
IZ I Can ust Cluerigi~e. Cacge Yigar oW, L3
- - ¥ o . ey
on's take but & ninuta,
™ * - ¢ -
.- .
- - - - sot o .05 M s oo ™. 0"cd %ad
MR, CRERRY: M, Rs880, taora wad tlso an Salole
2€ that wyoo owe us, Do ycocu havae cthat?
: - .l
:i_{c Rc::;.{): I: .'.l DU e
7é (L™ F o - L2 I R T cuad Ty Uia i r.onyp :
u-:.-' \o.‘-.—-..‘&c Ven & '-Ji‘-.‘....?-f.-.L’ L . ::-— 0 13
!D‘p(. -} ax - I o wle = Won mermresTage S ann T %hia mm iz 1T wpeas
cong Tnas, NaY @3 S¢ 12 CCnCNISCll € & LSELSSAS Lo YOouU
et T 1 S 4 A = am A ey ,..'. s -~ - - e Tamen 2 -
UOULG 23R aln, aicnar o5, youw: own @nall ox I3r me, ISz Las
-
- - e ad - & - T o o " ~s e » - -n
nanas Of taszce adiicionzl witaczsz9ss vluz tha 8cep2 ¢l thois
teg:zimonv?
- maYyy domtem AT ~o T o ali4n ‘e geee m” fo . 48 % p— ! e
AW fl.l A2 N8 {2\..,......On et e GWla R L S
- 2o - . .- . 2a% & —— 2 = 32 e ve oy e
NOI: NSECa832TV OF Barred fxcm thilg proceecdisg, suat I wante to
- - - - . e S W * - 3 -
know new ths sezp2 of what «r. Re3s0 was talkiag akeut Z22
- . pw - 3 - o 2 -~ -] A 1.% F <
glanning purprses. I would ask the 3card +to make that iagul
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AR, X030: I can giva yeu that o,
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e will have scme redirect of ix, Biskel, ¥a
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.?. I heve some diract tegtlnony frem lir. Mosely with zegaid €2

¢ load 3c:racasting proczss anéd ihe probabili:zy enccding

- -4 ‘_i e I B l. o Fora well cismde Taae 1tea a7 me
n....y~,..3. JB Vidi wiV3 SCii8 el 3s 2 Ml e ‘2:3—,..‘}
v % - AT L T - - X PR ‘.
tleble and sons otlie:r yentisznen vhosa nanes I du nst lnow
L - * F 4 " Na ¥ aw ved T 9 T - -~ 29 -9 e 5 .
T, RansTow L3 woriilig en Siie == will ba availullas 42 2as

with regard :» Palisadas.

' FI & - pa 23 ds » T s %2 -
Thare .3 2Lill sene dizact tasiinony of lir. Kze

- - -~ -

le

ey

vhalch ramains ©s ta vue in,; and chorae may o2 song 2dlisisnal
Xous~emamvinazicon 92 hu, 7 o =a* inecwy., Thaza will. 58 sgre
s3cdirsct.
42 W2 are alue planning at this ¢ima 20 nzasans .
Borxis, Wi:a Pinancial. Viece President of the Cempaxv, wi:zh
. zogard tc tha Ifinane'ng of ha predeet. 2nd it is pozsikle

; 211 . x LE sov iy e s %l T - k| e
that we will >rassai witnesses witli regaxl ¢ ccal cost

cenputations
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cos: 52 tha Dow el:ammative versus the Hidlan? Nuelzar 2lz
alternaiive. ‘@ may be addragsing that, t20. We haven't

delinitaly made up our nind on that, but zhat would ho all

that w2're »lanuing 20 do now.
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.:ltlo aftaernooh or Tomerret, as scca as I ean. r
73 would ilgo iilkz te¢ have markel as ouwr Dxhibic
Sl zpd pul intc th: recoré iLowis ragecnses 9 Mw, Churrvis
inccroogatories. © aligve Mr. Charry sad oziginallv siarsad

o - . ““9, -dy o
0 T3 Tezord ~- ' notw surs

€o ru: these in zt zon2 pciat

of thzt == hut 2 any

r

ate vz Jo have thouz hera, a2af we
balieve thay shouid bLa part cf the racora.

I ask thz Reporier ts mark it ac “onsumars
Porrer Comrany Ixhibii 31.

rowe oy oy

COATRLL (OUTAL: I+ may be g nariad.

(Thz document relferrsd 25 was

e s

el Ol COUTAL: o thars asy o
Teceint of 3.7
#e HOTFLING: Do objosuica DV the 3tul?,
CAIRLY CCUMiL: 7There baine ne obiesiion,
Licaniec's Exaibit 31 ig vecaived.
{(The decumenc previoucsiy narked

License2's Exhibit No. 31 for

identification was recaived in

IRe TO8LEQ: lir. Chaliman, there has also tezn 2
‘ quastica have with royari =0 soma 2repriveary information.

Conaswmners haz moved oo

™

Procective oréder with recard to
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this information. It relates to fuel cost uclear fuel cost.

T have her: copies uf an affidavit of Charles E.
Bayless of Cousurers Pfcver Conpany with ragyard o the pro~
prietary nacucre of this material. Actached to the affidavit
is the material for which 2 croprietary clain is made.

I am prepered o distribute this ©o the Beard,

naturally, for its review amd would hava no objsction to dis-

trxibuting it co the partizs ac this timo, providad that tray
agegpted it pussu.nt to a propciztary ordsr of this BSoard

until == or a propriciary acreement hatiuzan tie parties untll
the Board ruled on the proprigtary natuze of the documents.

CUAIZITLT CCUFAL: ;ces_anydne chiact Lo receiving
it in that mannar?

MR, CHERRY: Yes; I cbject strernucus.y

3

I do aot beliave that the cest of nuclear fuel,
walch iz a signifimert cost-benefit bacis, sught to Le pro-
pristary. That pravanlis w2 focm aalking telephone calls o
a lot of zaonle wio mighs givs me zemse information in coanec~
ticn with that infortiation. |
che cost~banafit anaLysis isc provrietary. I don't understand
it, aaxd I thizk that the Loard should think very, very care-
fully befora thay arprove «ha cost of nuclzar fuel 2s a
trade cecret ir this proceading. I don't understand a ¢lai

of prepristary.

e 1 e e e A S . . . e A ——— -t {0
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fundomental scnponont of

de. s e -t 2et o - oV o S -8 - -3
S33L8 == eNnlezaticon o9 the inputs izt 4he Licznsse uzad
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4 poxfomining his analysis would be limitad through zemm
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sigallficsn

rava keiore

maiking on inguiry iace what the fusl ascis arzs, whetler fusl
clsts wourld b2 2prvoariats.

DR. LEB33: Maylkz I'm misuncersiandig vou. &r2
You saying to ma2 tazi the macavial a4 Bavs 287 92 ME? ASS
involva scmothing that is Zo-damarcal =0 ous c2.a38xn . that
73 nave to maka that svaluaslon withonli luvine ifmsuly Jzon
=ho partiss? Is tha: whit vou'za saring?

“Re AOSTLITIG ¥ tainik 12 you waak lasute Sran
she partiaes, cthat'as sarz inly a way =0 20 iz,

I &hink what I'm gaying is ¢ie issve of £u21
oa: L8 malavani, 2loarly. ~ad 15 dmoo ¢ BA2AXLY; 2nd

inquizy into these iscues is

I 2oa't Imew araelly wubet ths asturs of £hs
nrisztary natesial i3, But o -ha 2ATART LU tAYS any 11aa
aqadcy 13 prepriotiny natuse km o bs viawad wink o

SR. LEZ2C: Jx2 vou sayii 7 thas fuel 20s:s
ganearal canuoit ba ororrictarv?

MR. ROLILINS lic. I'm saviug I don'% know
the azture of tha indormatica is. don': bnosr Liow i
inSormaticn Impact:s on the licaensea's ana vuis.

To mae L: vould desend on the inmzek of this
parcicular pizve of Inilormacion == iacguisr inko this n»z

iagoraation would

dpact on e
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“ A : . .’y T 4
DR, LUEBRZ: My, Pouaso. i3 iz “<h2 case {hai: =his
entir? documaent, Dacs B Nags. wantaame B asniance, ia

answer that, bzcacce he'ls Szan mors involvad in this a=pa.

-~ - - . i e AN 4l deta .
AR, TIUFUNT: Tazzz ars =ha lowrmonzzs whizih ks
2eard has alysady mavicuas znd turnad bas:: over wo =1 bol 37y

wWaEe marxlad ag proarxlatarTy.

-~ - & - - » 8B " »
I kelieva walva rzmoved 21l of taz euver Pawes,

and what yon hewe thors, ©z. Lusbks, is satiraely fusl cost 2ad

38 such is all nronziatazy.
T ueuld 13 to nale wo Jtazanzats, azi 4han

Farikans ths Joard can raview

Sne was Ll Wollf “rua' easa uinli the Ranzes City
comnany as Lo the gosts of vrasiun as thgy apmear in
*eniTact and Shathar or new thev can -3 acasidared Bro=-
prietazxy.

Aa thc'pa:ti s will ncte{ that i3 not thﬁ cata
thaz we're %furning cvor ¢ vyou at this time. The dats fhae
vou'va rulad upcn ave Coasumars Power Conpanv®s own incarmal
28tinzizs of vhat thev believe the nrics of Sus) will ke,
waish to mae is different than a contrac:

betwean two naviiss unon which vaces arz cased, =2t catera,



e SAELS et catara,

cual agtimaizd

@:P3ects ©To pay, and 23 3uc v have 3
Priecary. It's a2 siapwlia prozlem. A3
its urcnium faodsiocl. ~a tha onaa ma

contract is en:arad inio, caviainlr ¢

Woll CreeXk scns iatv play, but prics

% VanLo

izfcrmation ou:

b | - e e

L8 going ©o basgaia lcwrags

[

~

.
Fes. iy

an 92t world give <han a “reuandous

%™

.- e
S——

2 do

(&)

s b o

e
.-

-

parties. as astimaie

o249 3 Tq = e 2 -agr  smgyna 241 - Tag
211l havae to say o7 4h eo3t of Zuzl
L v - 2o
DR. LL’-—"‘B.E: -‘:' :‘ ..L.-CW,

judgad prepriscary, iza &9 you haova
informztion on fual cosis?

-y g

R, RENFEG): I%ve 1ccied
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darassed.

costs of -wiwat Consumarcs

lainzsd Zham as pro-

is usal, Ceaszunezs nays
2%, AL the time a

ha cighcs sot feorxila in
%0 thac =ing L9 relaase
£z with vihan Concunmers
prian of fual shal Shay
aavinia .

ave c..aimed are oot

en 33 hatveen two
Consimars kelieves it

-

iL zhis is reviewasd z2né
o cfiler a nou-prspristary
at thut, and indsed lir.

L yiess and I are s:=ill lesking at whethsr or rot we coull
pxx vide that.
Jus2 yeu 1ok at that data, Dr. Lustke, veu'rs
gedag o fied cut izt -odgi of it i3 the zama thing . Just
Az Siflerent poinca in time -~ and Rhos prices. 50 a8 ©O
.(/ - exianrt that I could provide a non-proprietary varsion
af thus, 2 QL€ cectainly talle off the »rices and leave,
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for axomple, the vears.

3ut the nronristary part. in whicn there'’s not
2 lot of writing in her2 == thevire basically data sheets,
23 you will sca, with vz2ars 2nd »rices aad magawatts per
ton set gut in those dozuments.

DR. ITEDS: %Well, let n. ™ %3 one comxmant £irce,
and than I have a guaction I want to ask.

"Then the Boarl ravievad #his manerial lagt wesk

m +he elaim of prooristary nahurs with respect to Consumers,

QO

we lookad at it and sald vea: it wos 2 claim of propriatr

’
"

nature. We &id not mla at that time whether it was prc-
priecarv.

YMR. REBNTROW: If I gave that infersnce, I 4id not

DR. LIEZTS: All we did was lecok at it and say
ves, ther2 was a clain, and w2 turned it kazk to yeu ror
gateiny zha affidavies.

My s=cend roint iz, vhy eoulén’t I, iZ I was
zlever, take the data that'’s ia the opan rTecord, aaznmaly,
in the Bnvironzcatal Repor: and so féfth, on fuel costs,;
which must @ in there. and back calculata cut what you'va
cdona here?

MR, REWTROW: Movba, Dz, Leeds, if you werz verv,
7exry bright vou could, but I'm not really sure vou can ¢o

that. I certainly couldn't do it.
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~le 17 I'd have tec ask Mr, Baviess if he could do it,

becausa the price chet’s in, for erxample, the Environmental

Report i3 2 lerellized price fer fuzl over a paricd of tina.
DR. LEZD5: 3ut ycu've told me he coustants to

cet the lsvellilized jrice. You'we told me che megawati ratings,

and I can calcilate the buraup. Thit's in ihe opern recorxd,

Presumadly. Oace I gof thac, I'd kacw hiow many metric toas

per vear and all chat kind o thing, and I zould rack it off.
dR. FINTRCH: I caa’'t answer your cuestion. As

I sald, I don’ec Rnow wnathier vou could or coulda'ti.

DR. LEEDS: Secondly, I'm missing a faect. Lo

)

you nave 2 contract
' MR. RENFRCW: Co we have a concract

DR. LEEDS: Fecr the fuel.

KR, RENFRCW: We have a contrac: with B&W for
Jabricacion, which I'm “rving to cet from i3&W as ¢c whaother
or nst they’re ¢oiny te claim this is picp:iatary.

Mr. Ciherry and I have exchanged la2:iters on that.
*f they ars not, and that is part cof our cuntract, I'm geing

to tura tha. cne ovar. I'm supposed to ‘:ear fram that one

If they say that chat contract is prooristazy,
I'm going .0 ask them -- or thoy've told ma, cormiitted &2 me,
‘ . chat tuey will e out 1ere and have tie afiidavits o me

2y this evening sc I can get them tc the parties ard the

— . e s+ g e - e s =t e I — SO —
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Board can rule.

Consumers Pcwer Company will have no cbjection
to turainc over that <contract. llcw., that's the one contract
that Consuxers has tha: relates ¢o fuel prices.

There's an NFS concract, wiicnh I've alreadv given
to the parties, along wiith gcme testimonv which relates o
this; ané cheore are --

DR. LZEDS: What Goes NrS Co to che frel?

FR. RENTROW: Zu's an NFS contract which M, Cherzv
asked Zor.

Bagically, T8 has reprocessed scme fuel for
Consumers at its facility. The fual csme out of the Big Pock
Piant, There is currancly a dispute going on accut whether
or net II'S owas Conswaers a cartain awmcuat of like maserial
by virtue of that reprocessing.

There are scme other coatracts, Dr. lLeeds, ané I
vould have to go back and sse whether or ast they are in
affect or not in effezt at this time.

DR. LIZDS: 1'm s<ill icst. Let me go back.

You've got a contrach with some company that's
going te nanufacture the fuel. I presume there's an enrichment
contract with DICA sittiag scamewhaers dowa the line, right?

MR, RENFRCW: Yes, =ir.

DR, LEECS: ERDA delivezs'the Suel to thiz maru-

facturing rirm, and cthey put it iag the form of fuel rods,
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e P A b ‘e - L %

Enviroanantal Raport that yon is5u=2d?
. Lo § 61 s g by (T S L. . PR s oA A
L':r\. Rs;k &8 aivi i 58 Bt sanbi i S © ......."‘3:;-1 7 il wel8
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Sae of thae things that wva'rve ¢golng o ghinge that

H K kB . % CPTY 5.2% 4 - -t K G - e
we'va 20l1& you abuvui, whaich I'n 2rying to gat lszciad azress
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8622 == in other -e:xd3, 21l tho zoloads; 211 the war oul,
ars hased .hwru on st Chavaera astimagaes it will have =
sav for yoallew cale.

DR, LB223: Thatt's dirge cowa Za3z ozth plants?

MR. RE#®CH Tes ., 8izr.

R, CE2R s If voulrs done, Hx. Ranfrow, I have
a comrent. =

DRe LEZBD3: Tuank 7ou, sir. I cppzsclate wvour

T'd like o zeturn this to you uncpensd.
{Dosuxent kanded we Mr. ChaXry.)
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ask cha Stafif Zor gopiaeg, anc I'm sure a3y wiil

s us.

tin, CEERSY: ©Or. Lesas, I'4A dusi Liie O Zoilnc
cut Bhig. taat ilw. /3,350 5 COrIact ot I dsd
32 =hz contzag.e wish anyhedy thet Jdeal wiil uraaivm Jael
o7 whie oranivn Zuel Jrile.

I got & lscter Laok sayiag soma als DIOpriscady,
shaic if T will sign a propsistaxy order they'ld give 1L O
zejy ohhervizs, uley wia't.

ey, tust a8 scams monchs egc. aad I laven’t loard
fwom then. You xnow, itinis swuff is roaliy incredible, IX

6o ecapanize sSign a Concracs it's vrcprietary, and wiat'se

-l

underlying.

The probloa wita propriotary is that the twelezy

¥ P . | emin g e | = . . A .- Amamers Vs o9 N m cad N,
industry, and parcicularly Cosumars, Jcadii ¢ 2hic & Viaka

- 2 2 o o 3 T+ - *ns . Ten b - .- - -
SPTraEC aTTMNATLID) O hew Quickly anelsay Mesn <0315 alde
escalased. Thev den't vwont chat. They 4don'l waat & zavoartar,

g fast thot it’s going ©O ¢O

o
0
|~
o8
'S
ih

Zor cuanwpla, to g3t
way up.

But not prmitting me to wvse that information,
wheihar it was 2 contrac: or a fuel zost -- I mzan, this
izn’'t a patent or a secrat Ltacinologcy. Qonsumers' negotiating
nozition is certainly ssccndzsxy o =iz paplic intarast o
wawving inlormation.

Now, if § takn thac information and I discuss ie
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it versus the zeascn why wa requaested that

it b2 proprietary and mnadas chat decision.
DR, LUSSXI: My, Renfrow, 42 wa could Zipd ia
the Wall Sisegt Journal or sama cthayr place the Briursa grice
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z Bz uranion we lille, e san use
1e?
MR, RENPRCW: I 2ida't say that a2t all.
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cormission,
taain?

MR, ROUFROV: I zan't answer

3

=a3y tura oves fuel priges, but s

Lezss, I Naow Zor axsmpiz2 thov den's

canerTaicts 35 that thay ~as call

£or exanmpia, oa <¢oal.

I 4o know thay tuaga ovar

30 3] kypLe o2 an ajyrasaiuf. I wnould ma
ha Raks ol my ngwli:dga, I will go Dac

mt‘.-- =

i TNyt e -
MR, LENI?: -
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MR, BWHTROW: X e t.hd...maﬂ, -~

witnessas scairts
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fcutin=s to &a ave, L balieva

Jac By haads of that Appea

Lizaasiag Sccrd czca uud I will hava wlham
and bring it cver wivh =ia other suufs,
L]

Pgrbaps thza we can nove on.

oAaLr

b2 d

rz of

G

thair

D2 yeu hrve &9 turn over the fusl prices to

quacrion.

br.

chen,

nava ch? suprclizre

-= €thae Contractis,

Soge infomnation

Coxnissica.

“hen it doegn't
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Bavigug zalsee
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am going Lo Lave 42
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DR. LEEDS: I esee a few nhands being raised. I

vou heve gct & fas Xsrox mechinec, why don'tc you maliée 2nouga

coples sc that tha otiar poople can sSee it,
MR, BAGGSR: iir. Chairaan, ina che msantuae, I
am noi sure where "'e are at, It sSoams o wa Lhere A48 232N

_ . : S
‘e movad chis »nrocaedling

a lots of disenssion walch Lasn
along over tre paz: 45 ninutes on this Jrestlica.

Revardlass o Mr. Cherry's raluctanca ultimgtaly
as to whaz the gueliion should ba, iz is a2 ascrmal practic
when a prepriasary olaim is nide,klac tee 222rd and partias
be 10La to se2 & duculsac on & temporary orlsr Ircz thae
Board., chat they not La disclosed tecause -~ O ths partiss
at leasc can ccrmaess oa them. s havan't bLegan able o

neaningfuliv sav miach withoul seeing it.
- - J

T realize iir. Cherzrv's sencsru. I don't kncw wha

m
[N
o
v
o«
=
L1

the S=aff viaw ould 33; va weuld hava Lo Ss

2o den't a2t least 1avae it distributsd undsr SemPOI3ry ¢ .8F =~

wishouvt of sourse »reiundging the nitimate dzeislion as ©o

wheothar or not =he order would remaia in effces -- it L

impossible o say much of aaything other than :hes2 vague

arguments.

m

o the 3taff's visw would be Zor tihe Bcard tc

e
-

raleasa thase to che rartiss under protactive osder :chat they

aot b3 Gisclessd paading rmliag 3y the Boazxd.

And 're would attanpt to give the Board our views
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aake a meapingTal analavais of those papers is to he
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on it orally, i7 tiey wish, at soon as possible; perhaps as

3000 as temorrow moriing.

ARLFENFCT: T am parfect’y happy £2 do that,
Hr, Chairmzn., = nmada that o02f2r when we startad.
CHAIDMAY CQOUTAL: I romenbar thot,

sy A i Sbeknnills ' 257 B .. T nehallon - oy
You den't 'mnt taan, Mr, Clarry, andar any sort of

& CIAIVOTIZXY protagiiva ordar?
™ - ~ree 771 1 * o ¥ - >
N. CHENRT cll, the caly wey I can male a

neapingful aralysis -

CEATIVIAYY COURD = askk you o think about it
secauze it wicht help us if you weuld loohk a: that azd 21l
us what vou think of it.

MR, CHERRY: Tha ancvwer is nse But it isn't 2a2-

1
(9]
fu
s |

carse I don't want 2 Lelp ve. , LDut ¢he caly way that
\

.
wn SO

«Q

maks some telaphone calls, Thsy would ge bevond Dr. Timm,

I would call soma peorle at the Unicn ¢f Coacerned Scientist:;

I weuld call scn2 peonla ca the 3snate 3taff Economic Com=-

niteee who ars doing 2 rerort on fuel costs. 'nd I am not
geing €o t2il samcene: Hey: vew can't ropsat what I am akous
Lo sy to vou, bacauca2 I can’t give vou the help vou wan:.

CHAIPMAN CCUFAL: I am not going to ferce it zu you.
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to us on the subjoect. Iz wonld ba prs
gsomebsdy there who woulda't he anv zea

And consequencly, ag zhic
beliave Zkac ¥r, loselv iz the man whe

.C us.
Incidentzlly, I
Lo the ccmpany evaen though

CHIREY:

2P
fiile

attorney client privilegae in anv of tig

tiiat My, Mowaly hLss wish Mr, Rogsa? &
Ro8s80 €C g0 into this wica full hands,
have cecnversations with Mz, Mosaly, if

mit Mr, Mosely to e t¢heir expart, the

I am going €oc ask Mr. Hesely iz for
with his lawyer. =
MR.

RCEEC: Ee can ask

won'h bother ma.

« Bickel taztifisd. As
ho alse is in the

3 was 2an pa Zelpliul
cey 8iily ©o krave
to us,

¥ou go zhead and vers-

very first guesticn

him to tell me zverytching

wWant everviody to  be

b

Nne wWan:s.
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MR. CEERRY: I take it, then, thers will be no
claim of privilegs?

MR. BRENGER: Mr. Chzirman --

MR, RCSZC: I see; it was whoithar we would clainm
an aztorney cliasant privilecsa ag &2 whar his lawyer teld hin;

of courze i: woul. be claim of acttemmey cliant »rivilega.

MR. CHERRY: I don’t think dr. Meosely is your

client.
fD. BREHUSR: I would li%: ©o add one brizf point

- 2 BL s bl - an Ve - 2 ~4 2% e W2 o = N - d -, B <&
of clarilication cu balialf of tns 32257 a3 thst wo don'i misz-

lead anvons by silcasze. Cur sRpert withess is also a nyo-

4

3pective witnass in this zrocseding., Mr. Feld would be hera
to assist us during Mr. Bickel's testiaozy.
‘Frem the beginning of thit sequastzation order

and -= 2t lsast, and Mr, Charry zaid he 2gr2ed, thag scma of

-

b.
[
}1'
r
w
.
13
i
¥
t
| %
8]
o3
[#]
fet
[s
({4
L]
O
iy

tae oxdar on the firzt instanca. bt
be that 23 it may, I wanz Mr. Charzy to undarstand --
¥MR. CHERRY: I Lhave no prodlan wikth tha STafs,

¥Mr. Breaner., ir. Peld has kesn thz consistar
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Consunars moves around with witnessas. That's my
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MR. BRENNER: I den't ==
MR.CAELRY: It is Consumers’ dishonesty ¢ have

attacked, with the Ragulatory Staiff it i

1]

iust <heir incom-
peteanca.

MR. BEEMNER: I made myv stakaiient 20 as nct =2
mislead anvbedy.

I woulé also ask the Board to admonish Mr. Charry

net to aake those grasuitcus commants.

that sor: of thiac, but the pattarn has.kzen Mr. Charry malkas

ts

those jracuitous somments zad thea %he Pcard eithar

n

‘back and says nothing,with all due resgect, or says: Hr.
Cherry, don't do ‘hat.

qew if there are so many timss we can get Mz,

CHAIRMIN COUFAL: The conly thing he has said so

far, Mr, Brenn2zr, is a2z ha

n

challangad the Staff's ccmpa-
tency, and I don't xnow that there is anvthing wrong wich
chellenging tha Staff ccmpstancy.

MR. BRENNER: Thzre is a proper and an impisper
way to challenge the Staff's competzncs, and the improc ~r
way is for ccunsel %o simply stand up and point a finger in
the midile of a spzesh and say: You are incomgetaat, and
tnat is not the prepar way and ve dan't have o countenance

that and iz is wrong for the Board to cocuntenzncs thas.
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Now if he wants to challenge people'’'s competency,
the way to do that is on the stand ad through cross-exanina-
tion and chrough his owm tectimeony and through findiags.

So I take streng cbjectiom to any inmplication that
it is proper for lr., Charry to stand up and say that. :,And I
wish you would reconsidar that, Mr., Chairman.

CHEAIRMAN CQUFAL: All zrighnt.

Wa are going to overrule vour motion with ragard
to Mr. Mosely, Mr, Charry and permii him to stay heras nd
we will alzc permit him to testitfy wvhen it comes tinmz2 to do
that.

Mew woulé you put your witness on, Mr. Rossc.

MR. ROSSC: I certainly will.

MR, CHERIY; Ares you a prospective witness?

MR. MARTINEZ: 1c.

MR, ROS£0: That is Mr. Martinez that I mentioned
o the Board.

MR, CHER’Y: I would object to the Bacatal cb-
server. Thgy have alweys had a lawyer here. I had no cbjsc-
tionco that, but Bechtel is gocing to be into this case pratiy
Xnee deep wren w2 get inio the ramanded hearing, and thers
is no telling who frcm Bechtel is going to be a witness. And
I would chiecct to M. Martinez being hers.

CIAIRAN COUPAL: Overruled.

MR, CHERRY: But I take it Mr, Martinez is here

B e e

A o o 41 8 A S v Sl
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on express represen:ation, that it's not contemplated that he
will be a prospective witness?

: CHEAIRMAN CCUFAL: Mr. Reosso just ‘ndicated taht
Mr. Martinez is not projected as a witness for tihie suspension
nearing.

MR, ROSS): That'’'s correct.

May I pracead witch redirect of the witness, Mr.

CHEAIRMAN COUFAL: Pleasze do. 3ut first:

Did the 3taZff have any cress-2xaminatcion?

MR. BOEZFLINCG: o, Mr. Chairman.

CHAIRMAN COUFAL: M, Duran, does Dew have any?
Were vou finished with ycur cross?

QR. DURAQ: Yas, w2 ara.
Whereunon, :

MR. BICXE
was recallad as a witness on b2half of Ceoasumers Power Com-
pany and, havino bzen previously sworn, was examined and
testified further as Iollows:
X REDIRECT EXAMINATION
> 4 MR.‘ROSSO:
Q Mr. Bickel, wculd you surmarize for us the inputs

and the methodology which you utilized in performiny your

lcad forecast?

A Yes, Mr. Rosso. In 1973, 3onfirmatory study used

—— < — S———— e m—— e = = A Yt - —— ——
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what I call the traditicnal Consumers Power sale forecasting
methodology =--

MR. CHERRY: Excuse ma@. If the witness is reading
from somathing, I would like a copy of it.

THE WITNESS: I am reading from an outline on =--

MR. CHSRRY: I would like Tto see it.

MR. ROSSO: Show it to him.

MR, CHERRY: You can't testify from a document
unless it is preduced. IZ he is using it to refresh his
recollzction, then he is testifying without tha document; Iine
If it -- he is just reading from scmethina, I would like ©o
gee it.. I am entitled to it. Either take it away from him

and ask the guestion or give me a copy of it.
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looking at t

axtent that

him.
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Apé here ve arzs av ¢

< radirect --

my life.
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he docunent, then his testimony is gualifisd o ths

it becoses testinorn from cthe Scounasnt and nct from

el

cn

this is {he mozz urgedly sacn in

MR, RO380: M»r, Chairmran -- go ahead, Ar. Braaner.
MR. BRENM2R: Stripred of . Cherrr'y cherzctari-
airman, the Starf cloarly agrzes. I think

M. C

precludes th

e witness Ifrcatstifying if that was

import =--
Y
‘ HR. CHERRY: Ne, h2 just can't use it.
2 cegifies Jrom his mamery, or his admiseion that
he newds ©o us2 wriktan testimeny, in which awen: it saoculd be
Praparad.
MR. BPRENNER: Excuse me, Mr. Cherry, I think
I vas stiil tallking,
HR. CHERTZ: 1I'm sorry, I thought you e “alking
o ne.
IAR. BREMNNZR: ilo, I deon’t adéraess other csunszl.
I address cihie Board, as is proner.
I don’% z¢cree chacthe witness can's uze is to
‘) tastily from edither, ILr. Chairman. However, ocher counsal
b are entitled to lock at it. But i: app2ars to b2 2 document
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just prepared £or purroces of testimony as distinguished from
some background tachnical document, waich is in axistence for
some other purpcose

Aad, if mv characterization of that is correct,
then I would ack Mx. Rosso cr tha witaess to confirm that.
Then r. Chgrry~ ard the Staff and Ccw and the Bsard Is clearly
entitled to 2 copy cf it, and it ozckably should be marked into

evidernce. Then the witnoss would ke allowad tc testifly irem

it.

MR, BRENNER: Well, Dr. Leeds, on bahalf of the
Staff I am willing to lListen to the testimony ard than
deternine if I neel an opportuniity tc raviaew it lacer.

Howevar, if Mr.Cherrv insists on an ovgortunity Lo
have it ia front of hin before tha tectimony goes cn, I think
ke i3 clearlv corrsct.

DR. LEPCS: Than you, sir.

I think I understand vour oozition anow.

}MR. ROSE0: Okay, Mr. Chairmzn, this is an cutlins
of what Mr. Picksl did, the inputs and the ocutovuis, or whatever
ths mathcdology that he nsed in doing the load torzcast.

T, naturally, told him that I was going t0 asi him ~-
T askad him to go rack and raviaw this., And I teld him that I

was going to ask him & question which would ask him to outline

R ——
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for the Board and the parties, precisely tihis macerial, how
ne went about doing it.

Now he aprgarently has put tocgether an outline herc,
wifn regard tothe procsdure thatc he used, the inputs he obtained,
now he obiaired then, &t cetera.

I have no objection to providiag the other partliss
with copies of it. It is going to take us a little time
to get dova to a Xerox macaine and get ii copied if we want
to do it befors Mr. Bickel testifies.

I will agree to do it 2efors anv cross-examination
of Mr. Bickel proczeds, rzcross, on the basis of this. I think
it is a little bit of a waste of time te stop now, but I think
Mr. Bickel is clearly entitled to r2ly on this or to use it
to refiresh his reccllecticn as ae goes tarougn. This was a
lengthy and very ccmplicated procaess that he wenc through and
e wants o ie2able to explain it to che Board in detail that the
Board needs to underxstand what went on.

Anc there is just no m=mason why he shculdn't Le able
to use ic. Arter dl, we are nere o gec at the truth of it.

We are hermto judge the validity of the study, and this is the
testimony which will enakle the Board to do that.

DR. LEEDS: But if it is lengthy and detailed,
shouldn't we lLave rad it ahead of time to review, just like
we have normal testimcny ahead of time for the same reascn?

MR. ROSEC: Well, sir, we put in the Heins tes:imony
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zm?
‘ ‘ Lez's put Mosely on. 2 is th2 next witness.

MR, ROSSI: Well, the thing about it is =het
Mosely's tescimouy becomas mica more undersiandable aftcer
Bickel's radirect; that Mr, #“cusely tastifiss te what hapsans
after Mr. Bickel performs his casi.

S0, in tha legical seguence, it would 52 My, Sicks
and then Mr, Moszly.

ticy, if you want zZc ston for ten minuies amd wo
will zush over and g2t ccrias of this, bus I zuiaic that thie

witness is preparad -~ cu:zizled to

H

2ly on this 23 he goeas
through this.
i MR.CEEFRY: I may very wall want £o lick at this
‘—V cver the eva.;zing -
MR. R[OS80: 2L, now we ara playing gazes, 3ir.
KR, CiERRY: Don’t “ell me we are playiag gares. I
don't even krecw what i3 in i:. The Appeal Board mentisnsd in
a case that iz wag error for a Lisensinc Board =3t o sive
sormabody overnight to look a: something. = am no: suggaseing
that I want Lhe time, but I vantc encugh tiue to detaramins
witether I want €0 ask for is.
Let’s put Mr. Mosely on. #e are all smar: paecple,
w2 can deal with !ir. Mcsaly’s testimony if it comes in baofora
Oor after Mr, Ziclal's testimony. It is zasir fauls choav zan':
0 fellow their cwn desiras and ordars, no: nmine.

OR. LIED3: What we are doing =- let ne gatiher the

o i

~ - ——— - - > met
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facts of your question.

Mr. Rosso, do wc have also a pisce cof papar from
Mr. Mosely, which will pragsent tha gcane kind of rroblam?

MR. ROSSO: Do we have a pisce of paper fron vou,
Mr., lMcosa2ly?

lo.

DR. LEEZDS: 30 his is orzl?

MR, ROSEQ: Oral, that’s corract.

DR. LEEDS: 8o we gc, bince with his right nou.

MR.RO8S80: Why can’t you go binceithi this one,
wvhat is the diffasince if it *;s cral or in that language ths
man has in froat of khim. I don’t understand it, 3ir.

It just seemsz to me we are just invelved in playing
games at this poinﬁ ir tixe. It is ckzy to put ons nan on
without having givern written testimony peczausz we didn't have
tire to prapnre it, if ne €oes it crally without an cutliine in

front of nim, But it is not 21l

3]

ight to put 2nother man
cn beacausz2 e has ¢ot an cutlins of what hes wants to say.

DR. LEEDS: I know what the Appeal Board szid in
the Hartsville case, and thzat is vhat is botaering me.

HMR. BREMIER: Dr. Leadg, I am a little familiar witch
that cne, toc. I wculd acé that it was comewhat of a diffsrcent
character, in that it was a complats sudstitutien o2 a cost-
Zenefit: analyeis ag distinguighed from a2 piece of redirect

testimony. Naverthelizss, I agrea2 with you that th2 spirit of
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the ruling is there.

DR. LEED3: It is not a Dig step. I think mavbe
perhaps to =--

MR. BRENNZR: I: was, if you look at the difforenca
in the technical suzstanca.

DR. LUEBKEZ: What was the gist of Hartsville?

DR. LEEDS: It was a table, zubstitution ¢f a tabla.

DR. LUEBKE: What was the decisicn of the Appzal
Boar3i?

MR. BRENNER: Wall ti2 Appeal Board Jound it was
not reversible error, but thoy alzo found it was error for the
parties to have reprecented and updated a substicuted table
of costs and benefi:s, econcnic costs and benefiis with caly
h;lf & day’'s notice to the otheyr partcies ts study it.

MR. CHERRY: Mr. Chairman, lei me say what is
critical about this.

Onr cro3s-2xamination I asked Mr. Bickel what rhese
paramecers and inputs wer2. a2d nis gquestion waa, he didn't
remenber. S¢ it geems tone that -- you know, we often go
back and sit and make great outlénes. Yoi know, I mean
Mr. Heins put together sometihing, aand whether he understcod
wiat he did or not is a judgaenc of the 3oard after his croes-
exanination.

But I am not here Zor Mr. Bickel to sit down and

giva me an cutline. I want to really know if he knows wrat




®

3217

is going on. If he éoes,v he doesn’'t need an outline; if
it is written testimony, let it be written testimony.
Now I am not saying I want overnight or I want

any more time, but I don't want this witness to testify uatil

‘"I have a copy and a litctle bit of time to lcok at it.

I suggest we not take any additional time and wa
30 on with Mr., Moseiy. That is my moticn.
MR. ROSS0: You Xnow wiat we ares supposad to be
looking at is the competence of the job that this man did
and not whether'-— w7ou know wien he was askad a specifi
quesion whiéh related back to somatining hne did scmecime ago
and which was a very .complicated job he remsmbered axactly
at that point in tive. We are just playing games, sir.
(Board coniarring.)
CHAIRMAN CQUFAL: ALl right.
In view S +he Hartsﬁilla decision wa are going
to require you to distribute chat to counssl befcre lr. Bigkel
tegtifies, #r. Rosao. And I suggsst you g0 ahead with
¥r. Mosely, or waocever else vou have available hare to go
with.
We are not, howier, going to impose a five-dav rule.
MR, CHERRY: I am not asiking for a five-day rule.
DR. LEZDS: Ionigﬁt would bhe znough?
MR, CASRRY: !MCre taan encugh. I am orly asking

for tne courtesy of being told, kescause I asked him Thurcday
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you ars going o put ir thot I can lcok 2, aad I was
chat it was oaly fuel costs ilow theras is a
cutline.
CaAImMny COUPAL: <JC:aye.
Mr. losely, do vou waat to ceome foxvizzd, 4f that
is who counsel wantis ¢o call.
iR RCB20: Wall, as I ¢sld the Board that wiaas
t91 B o v

that ths

to fac2, Mr. Doszc.

we will put

uwhsreupcn,

was called

tgan fizex

(&)

A

‘-\9- ;;- .;““Q— .-
—

LL- e ——

CEAIRMALN CCUTAL:

DR. LEEDS:
MR. ROSEC:

{7itness tay

amzorarily

erzcousad.)

MR. ROSSO: We will put i'v. dMasely on than, azd
Mr. Bickzl on afzer lixr. lMoselyv,

7. JACX HOSZLY
as a witnass on kelhalf of the Licengee, and haviung

duly 3wern, was

ol i

DIRECT IMAMINATICY

Would you state your nane for
24 hy & b T )
7. Jack Mosely.

What i3 youxr addrass?

axzamined and tas

“ified 2s Zollowe:
the rzcord, plasa?
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A I live at 1734 Malverne Road, Jacikson, Michigan.
Q Mr. Ves:ly, cculdyeu give us an cucline of your

educatcional kackground?
A I recei7ed a degree of bachzlor of s=2ience and
electrical engireering at the Univarsity of Washingten in

1936. That is the a:xtant of my Zermal educazion.

Q And couid you outline for us vour vork experienca,
professicnal baskgrouni? .
R In 1836 I wzs empleyed by Puget Sound Peowar anid

Light Company in Seca4le, Wachingten, 82 I had warisus
engineering agszignients twherz and was assistant $o tha chief
enginser for a wvhile, ané endzé my caresr thzre as agsistant
of their divisicn of pover surply.
' That wan al the <end of 1543,
Ia 1949 I was euployed by Ebasco 8axvricas, an
enginzering ccasul:ant firm., I uyas stationad in Por+lani,

Oregon at tiwae principal azgsignmants
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&8 one of a three-nenbzr crouvp cocrdinating th2 operaticas of
the Pacific Nerthwesti Power Pool.
Later I was chairman of a grcup lknown zs the

Pacific lNorthwest Governcrs' Power Policy Committes, whish was

ELESN

I coordinated the collscticn of data and r2ports

to the Governor th:it cane from 2ngineers of 23 entities.
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The last assignment in Portland wiih Ebascc was
that of Ebasco's rcpresantaiive for sales. I aliso took on
consulting assigansnts in California, Ge Pacific Northwast,
British Columbia, Alacka and Honduras.

Fellowing that work, I was ampleyed Ly Coasuners
Pcwer Company ia Jackson, Michigan, in July of 1962.

I was with them ntil exactly one week ago woday
whan I rsached my retirement age, azd I am no longer a regula
enployea of Cecaszumews.

Q would yecu daszerilz Zor us any ixtascas in youy
preiassional carser crior to your smplovment 3y Consamers in
which vou participated in either the Frezaration or the review
of long~-term load forccasts for utilities?

A Well, I cm not real pracise as to whan I ¢got iato

[l

this work with Pugat Scund Pouer and Light Carwpany, but I

1

would say for alout the last six vearz of thas Six-year tarm

[ 5}

.+ was engagad in craparing exaidits., callecti;; data, an

i

making prasentations for the chief eazinzar who wasz ia charge
of that functioa.

And for thése lasc six years, aprroximately, I was
2ngagad in that <function.

Whila I was ccordinzting cngineer with the Nerthwast
Fowsr Pocl, wa wars submitted load forzczasts from each of
the 1l utilities that wars engaged in taat opzration. And it

was our functicn to review these and ecint out consistercies




and inconsistencies Jetween the various forecastz.

In that finction we did not have authoricy fzorx

actually makine fiaal changes.

In my activities with the Pacific Morthwes:

Coverncrs' Power Policy Cornmiitee, we ware also submitted
loeng-ranga forzcas:s wiich were used for planning. The
objective thers was o derive a2 new resourcé, 2w power plant
devalopmant procran that would alleviate or aveid any shortagsz
in zhe zupplyv. So we wara very much concerned with and reviewed
and recoummended aslaeis for thosa iong-rangz forecasts.

Since Lalug with Consumers Power Coxpany, I am not
Just precisely sure, but I think it was the vear after I came
with Consumers,thaz - starced atiending the Review Co-mittee
functions, attendiag nct as a nemier of the executive group,
but as an observer and a contributor.

That weuld have been in 1563. And that == I was
continuously in thai capacity until 1969 wien I becamz
a vice prazident. aAnd at that time I was named as a member
of the Energy Fcrecast Exscutive Raview Comnittee.

I remained in that particulasr capacity until July
of 1576, last year,when I was named Chairman cf the Energy
ferecast Executive Reviaw Committea, and I therefors had rather
direct charge of making tkhe latsst foracasts that Cocnsumers
Fower Company procuczd.

G Could ycu describte for us the composicion and
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rasporsibility of Censumers Power Company Energy Foracast
Executive Review Committsa?

A Well, ic is ccmnoagd of officials ol the company.
Thers has been soma va:iauioné in' this composition £rxum sime
to time.

During the time that I was chairman, therse weras

Six members of the committce; thros of “liose moTbers ver:

&)
&
Ao

executive vice »recidents; onc of tham ig a senior vica mraside:

and two wer:s just vice prosidenes.’

Q Could you %tell us what & long-i2rm load fora2ast
for an electric utility is?

A Well, it is an effort invecliving studies. Butz the

)
e
v
6
4
4
o
Q

a forecast

h

purrpose and the basic z2lament o

determine what the habits, the preferences, tha rezds will be

for elsctric power in the future. ind when I Gay habits, I

am talking about tha users. Afzar all, it is che usa= who

turns on the switch ard turns it off, and uts in aguipmant

to use it or ﬁoc use it throuch conserwvaticn or otisr metlcds.
Sc basically " it is an eZfort o datzmmine just

Row much use there will ke, how much demand thers will ba by

~

the customesss in the leag-rang2 future,
Tell, there was another aspact 4hat I wantsd 4o

22ntlicn abeut what is the purpose of a forecas:.
Therz2 are two principal arecas of purpcsa fer naking

a fcrescast. One principal area is to get an iéa as to fae
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extant of the utility's responmibility for meeting loads.
That ig to say, rajuiaczed public uvtilities are required to
provide whatever eciictric service is vequirad in their
franchise areasz, And this is an effort, then, £o anticipate,
to be prerared and o build the rzssurces that will meet thate
responsikbiliiy,

The othax purrose from the urility's peint of view,

-~
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the basis of individual n»aris of ©
ce studied, anticiduted reveaues con be cemsutsd, ard have the
basic workirg zgsurptions <or determining the future reguire-
ments and econcmic acpects of the operatien.

Q Is there more than onz approach to makinrg a long-
term load foireczsc?

A Weil, vas, there eceriainly are 2z number of
approaches.

1 suppo:e chat I have seen the work product of not
less than 20 different utilivies in ny erxrericaca., Iz i3 true
I haven't seen everything that went intc each ona of Lhose,
but they all are dif’erent; they 211 have a personzlity if you
will. Mot orly are tie demards on éifferent zysitems, diffarent,
tharsfore rsquizing different zoproaches, the requirements as
to the kind of analyces the ntilities will walke requice
differcat approachas. And there is diffsvent reliance piaced

on historical data varsus projected data.
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So, T am sure there ar2 no two foracasts made
exactly the same. 2And, as a matter of fact, there is really
a wide range of apuroaches.

Q Would it be fair tc say thai a long-term forecast
is necessarily a projection of the future?

A Well, it certainly deals with the futura.

I have some problems with the word "projectica,"
becausa in scme senses projection can mean just a straight
exteasion of wvhat you have.

I like to thial of it more as an evalua:tion of the
future leaning rather heavilv on projected‘data. But there
has to be the element and the considerations of what is geing
to change.

Q Could you axplain to us the role cf gquantitative
tools, such as regression amalysis that vou projsctad?

A Well projscticn analysisz is to put it fairly
simply, I guess, is a device for daternining fhe correlation
tatwesn variables. And the way it i3 used in load forecasting
iz that there is some elemant -- let's say ior example,
population. If you can find that if the porulacion increasas
S0 much there is a conconitant increasa in electric use, this
would e determined through the process of this mathematics.,

Now, this form of machumatics iz used sometimas
for trying to discover items that have a corralacion . wvhather

or not there iz an intuitive feelinc that that: correlation
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exists.

S0 it can ba used ia differant ways. The basic

way, though, i3 to find out z20me corralation whers there is
a real reason to expect thzat thae correlation should enist.

Q Can quartitative tools like regression analveis
that utilize historical data take into account conditions that
ware not exrarisnced in the past, but which are likely to
affact the futura?

A Wall, regrassion analysis as a methematical tool
has to have statistical bachkground. That is to sav there has
to be experience data to zollect in order to develop the
coefficient.

I presume that someone night speculateAaa to what
might have lapoenzd in tha past and might have comes <p with
some esoteric projections, but that would nct reaily ba truly
a ragr2ssicn analygis.

Q Is your testimony then that guantitative tools
wnich deal with puraly histovical daca cannct take into
account conditions that were no: experieﬁéed in the past
but which are likely to affect tha futura?

A Regracsion 2nalysis has to have historical facts.
There a2re other quantitative tools vhere, I think you car
deal witﬁ the Tuture. 23And o I am a little bit disturbei by
the addition of regression analysis and quantitative tools.

There are differant kinds of quantitative tcols.
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Q Can ycu tell us then, somathing about the cher
quantitative tcols that cculd be usedin ma2king a long-term
load forecast?

A Well, there are such maiters 28 -- therz are
techniques certzainly such as probability analysis.

Again it is very helpful if tnere can ko background,
hard statistical data. But scmetimes, a statistiesl <col
such as probability, can se vary vsaful.

Q Can one aver 2e certaia that a loug=-termn load
forecast, no matter how it is derived, will zesurazely prcdict
the total szales of an electric utility ten ysars or mora into
the future?

MR. CHEREY: I will cbject to tha form of the

question,
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CHAIRMAN CCUTAL: What i:

HR. CHERRY: Tcll, the questicn ig impropar in terms
of its characiarizaticn.

It is alzo a leading gueatiecn.

CIAIRMAN COUTAL: Overzulad,

THE WITHESS: I am not sure thatI remember preciszly
what the guestion was.

BY MR. RO3SE0:

2 Let ma restate it for you, then.
Can one ever b& certain tha* a long-term load

forecast, no matter how it is derived, will accurately predict
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total cales of an - 2lectric utility ten vears or nmore inco
the future?

A No.

"

Again, vou can g2t back to %he point, wall, what
constitutes accuracy?
And I will say this, thet no salecs forecast will

ever be pracisely accurats; it won'i be accurate. AL izéat in

my experience thov hava navaz been acrurate within a Ralf a

t:
"
py
O
B0
G

parcant cr any Lan-year 0or Lonjer

They can L2 reliabiaz in a 2ense :lhatsome of thenm
are too high, some >f them are coo low, and the range may he
fairly narrow. But salas rforscasts like anytihing else in the
future, can never b2 precizely predicted.

Q Can you 1ezerike Zor us Consumer Power Company's
process for arriving at a loag-texm locad Joracazt pricr to
implismentation of taeo Public Utilicies Zneceding Technigqu: in
127672

A Wleil, I would like to malke a point hare that I
basically will be daoscribing the sama thing in both cazes,
because the process hasn't basically changed.

But: the fundamental approach oI Consumers Power
Cocmpany has been to kez2p an ongcing study of how leads are
grewing, tho diflerzant classes of loads, what th2 actual
consumption i3 in tae diflerent areas,

Thie information is collected, of course, avery monti
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along witch meter roeadings. Dut it has been brought up toc date
currantly.

And =o that is one of the major sources of what is
actuwally havceaning in the company.

In additicn to that, studies are nade of vwhat are
the causes of tha changes?

Is the population growing?

Ara many homes being built?

Is iadustry moving in or out?

What is the level of the econcny?

Ard this iniormatica is colledmsd on a rather
regular basis.

Son2 of us who have paid a lot of attentior to this
keep always abrsas: of vhat other utilitiez are doing in tha
way of rate structuvrses that affect loads; what are the navw
inventions that may bz coming along for new uses; aven
internaticnal affairs. I, in particular, I &row, try to keep
abreast of that because it hzs an impact oa the 2concny and
the availability of Zual.

We keen abreast of scononic levels and read the
publicaticns cf economists and econcmic grougs.

Sc, in ganeral. it is necessary that we keep --
naintain statiatical data for cursalves, for otkers for
the impacts that may be brought <o bear in this area. aAnd

in preparaticon for the nsed to change cr alter or review our
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forecast.

Nocw, with this kind of background it has been
custowmary that at least once a year there would be a review
of tha total picturs. There have been serious revicws and
modificaticns of the foracas: wihhiﬁ'that year srza a nunber
of times,

But we then asktne statistical peorle and people who
are seeping track ¢f what other people are dcing, lils
Mr. Bickal's work, to preseat this information to the Exzcrtive
Review Committee and we go tirough whatever conferances, we
ask for additional data, addicional 2nalyses, if they seem
to be called :ox.

And eventually the Executive Raview Committee comes
down with a forecast for the leng-range which iz recommended
for adoption as the official future expectations oi the

company.
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a How did the Energv Foregast Committee arrive at
the long=-term load projection?

A The arrival at a daciszicn, as in all cazes,; has

besn in a conferance whare tha backup material was baing ra-

vieved, possikly as a result of, say, a third meeting cr aven

more in a geries; but finally they arrive

o
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tyre judgment by the committea.

o Did the ecmittes 2dcpt an official loné-tcrm
load forecast in 19752

i Yeg, it did.

'Q What kinds of input studies were provided to

menbers of the committee prior to adoption of that long-tarn
icad forecast?

. € Well, we had the resulis of this 2ata that I say

was primarily collected zn
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Bickel, and that broke déws the variocus classsas of
such as space heating, resideatial,
into their various classes. )

It showed what the growth raies had been cver a

peried of, I thinlk it was 19 or 12 vears shown in 1973, and

then there were presentations by !Mr. 3ickel, and as I remember

dr. Carter, as to the input data that they had collscizd end

used in assembling these tables.
Thers was a repert on the economic cutlock for

the future as presented by our ccmpany's econcmics expert.

e — O ———— ——

| .
b
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Thera was a discussion abcut the automobile
industry and what its future might be, as I remember, przseated
by members of our cnergy ccnsultant services.

And I guess those are the only items I remembder
at the momant that were specifically brought to the attantion
of the review corriittee in the coursc of those meatings.

Q Do you recall whether any independant studies,
net performad by Consumers Power Jcmpany, were brouvght to tie
attention of thz nexbers of the commitiee?

MR, QIERRY: Cbiect to the form of ¢ha questicn.
"Brought to the attantion" -- what dces tha: mean? Wera
they used? Dpid they see them? Did they review them? Were
they input? Wh~c are they?

CHAIRMAN COUT'AL: Ovarruled.

Co ahead and exrand on it when you cet an answver,
if you can, Mr. Rosso.

MR. ROSSC: All right.

THEE WIT™™NESS: 2Are we 3till talking apout 19757

CY MR. ROSESO: |

Q Yes.

A In 1975 or late '74 there had been a study of
load forecasting :n the stata of lichigar by =~ under zhe
aegis of the Michigan Public Service Commission. They »ar-

ticularly analyzed Consumaxrs Powar Company’s long-range fors-

cast and that of the Detroit Zdison Ccmpany.
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There was scme discussion of that report in the
course == I can't remember which on2, what meeting, but it
was generally discussed by the committee during the tine.
1975, the official forecast was being formulated.

Q Would you describae that r:por£ as an input to the
cormittae in makirg an ultimate {udcment with regard to what
the long-term loac fcrecast should he for 12757

MR. CHERRY: Cbjecticn. Leading.

HAIRMIN COUFAL: No, I doa't think so. Overruled.

THE WITNESS: It was cartainly input in the sanse
that we were aware of it. I éan't think you hear abeocut lead
forecasts or about people doing things of that naturc but
what it becomes an input automatically. At least vou hava
to assimilate all the infcrmation that ycu can.

Now, as to the direct impact of that particular
study, I don't think it had any very oreat impact. RAs =
remanber, thgﬁ 3aid that our load forecasts were if anyihing
a little high-= I beliave that’s what they s2id -~ in {he
state, but it wasn't an amcunt or difference which I would
corsider tr'be 2 major difference ~- probably within the
area of gecod estiirmating.

I know that somz of us wa2re a little bit concerned

about the way that had been done a3 we undersitood it., It was

input, but I doubt it had a r2al impacc on tiae ocutcer> of

-

; our estimate. .
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BY MR. ROSSO:

o Did the cocrmittes adopt a new long-term lead
forecast in 19767

A Yes, it did.

Qo Were ccrmittee members provided with ccmerehensive
new input studies prior to arriving at the new 1976 long-term
lcad forecast?

MR. CHERRY: #Hr. Chairman, the gquestion should be
phrased, "That wac the committee providzad?® I object to the
form of that and cotlier questions.

We don't neced Mr. Rosso te read the question: he
has and gat a yes. Mr. Mosely is his expert. Let him tell
us what it is,

Now we have the reverse of what went on, wi:ia
Mr. Mosely being agsked to answer a lot of guasticns ves based
upon a long gquestiocn by councel. That isn't really helpful,
so I would cbject to this particular quesgtion and I would
asl: that qucstions of a leading nature be =— well, I've made
my point.

CHAIRIIAN COUFAL: I think the vice, if any, is
in the accumulaticn cf this kind of questions. I think
question by question, each standing along, it's all right;
but I think parhaps counsel has 2 point there, Mr. Rosso.

MR. RO3S0: You know, . 've asked him one guestion

that he's answered yes, one -— the przceding one.

- e hameie . 2 oanaie e - T —— —————
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CIAIRMAN CCUP2L: I undarstand that. He's answered
at great length to most of your questicns. I agree with that.

MR. RCSS0: If he'll answer this ona, you’ll £ind
out that the answer is no.

MR. BRENNER: I guass I have to object %o that,
Mzr. Chairman, of counsel surplyving the witness with an anaver
before the witness answers.

CHAIRMAN COUFAL: You just hoist ynurzelf with
that, M=z, Fosso. TYou'd betier asik him a new quastion.

BZ MR, ROSSO0:

A What were the commitiee mambers provided with
vith regard to tcheir new long-term lcad forecast in_1976?

A Ve were provided a review statement of what had
been put into the latzst official forecast, which had been
made in 187S.

ir. Bickel, I think at mﬁ reguast==-2t any rate,
he provided the whole commiitee with a 3~ or 4~ or S5-nage
reviaw of the assumptions that had gone into the praviocus
forecast.

We discussed that, as to whether we neec .ed %o
overhaul all of the studies that had been made, and we did
not have what I would call a full-blcown rz-do of all of the
basic input data.

We nad a report from, again, our econcaic

advisor as to what thas cutlcok weuld be. And in preparation
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for this, as anothoar input to the group, I told the committas
that I would like o employ the techniques of prokability
in coming to cur dacision this vear.
I believa that was the ratur2 of what was iaput.
Q Were there any other independant studies, notc
perforned by Consuners Power, wﬁich were availabla ¢o thae

conmittee ox comsidered by it?

A Yas, therz was another stundy nade. La2troit Bliscn
and Consumars Pcwer end I halisve 21l of the utilisies in

the stata as to what the load, loag-rangs load, groweh wes
likely to be.

That wao made by a group called the Governor's
Adviscry Commitiee on Blectric Power Aliernativas.

In comnnection with that work, I had actually
functioned as a parc~time representative of one of the
menbers cf that subccmnittze that was locking into the load
orecast, so I had ccrsidercble knowledge of it.

I explainzC what I did know of it 4o the Emxaecutive
Review Cormittee. I had Mr. Bickel make scme analyses and
studies of the procedﬁres that n2d rteen a2dopted, s© we had
general kncwledge of it. I don't think we ever spezifically
said that was goinc to be an input, but, again, it’'s part
of that general information that's valuable at times.

Q How did the probability enceding approach affect

the committce's rrccedure for arriving at a long-term lcaé
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forecast?

MR, CHERRY: I would cbject to the cuestioa,
unless the probability encoding approach is defined.

The quastion-has ncw baen asked, "How diéd the
approach affect what the committese did?”®

CHAIRMAN COUTAL: t assumes it did affect it.

MR. CHERRY: Thera's no defini:ion of probability
encoding. There's no foundation for tha question.

CHAIRMAN COUTAL: I thiak that's a gocd chijcetion,
Mr. Posso.

BY MR, RCS5S50:

Q Could vou describe for us what the pirobability
enccding approach is?
A Well, that particular teym can apply to any of

a great many areas, but I will speak of it as it applies, or
as we applied it, in the load forecasting arsa.

With resvect to the consensus decicion that tha
Brxacutive Review Committee had been coming to over the years,
and I think anyone who has had to chair a committee will know
the problem, you have a number of people who are i:dividnais.
They view the sﬁme informetion differently. To get them £o i
come up with a precise and real definicive answer is a dif-
ficult propesition.

We had had, and all of the members of this

Bxecutive Review Committee had had, some practice in applving
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probability to decision making during the vear 1976 == not
on load forecasting, but in otiher matters., It seemaed to be
a good way to do wo things:

Cne is to »ut some nuabers, some quantifications,
on some of the thi.ngs that veu don't know any othar way to
evaluate. OJo it Tookad like a cood way for us to help get
the consensus opinion and get some of the raumerical valuss
that would help in coming %o

The other thing that it dces, it gives you a

for the anount of uncertainty that revolves around

forecasting will always be an uncertain,
finit~ art.
So it was with this backaground that we decided to
arply these probability technique: wh as I sav, we had
had scme exvert practice on during the vear 19735.

Now, all it meane ic that you have an 3rgument ==

in this case, what is the crewth goina to be mof lcad -- and

you thraw cut a series of questions in which you hoped vou

could avoid bias and in which you could avoid the thing callad
-

anchoring, that is, when someone thinks he's got an answer

so he's gouiny to make averycthing £it the answer. You try

to ack your questions and find out what they really feel,

what 2ir jud'ment baced on all the input that they have

telils them the chinces are for having a certain level of lcad
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grovth.
You can start cut and say, "Well. what's the most
extrama, the biggest load growth you could hava?"” First of

all, you have to get intc th2 condition, thz atmosphare ©

"o.

what could czuse that and than say, “Well, thare’s a caQEain
chance it could be that hich.”

Using the reverse, you look at the thing, lecokx
at the cther ené, what are ¢ll the things that could causs
the load to drup ¢Zf, net hare any loéé grawrai, héva a vy
low load growth. Whila vou'ze thinking of that, asi som2
questicns and find find out the minimum ol tha scale, sucn
as the load growth may be only 1 percent. Vhat are the
chances? And be sure that the subjaqt *.as every opportunitcy
to think ané exrlore. You may 3¢y, "7ell, it's only a 3 per-
cent chance it cculd be that low.”

Xow, having cotisn these two, what I'll call the
end points cr extrema pointsa, you then begin tallking abcut
the middle. Do you think it's more likely €5 be abcve the
niddle point or below the middle point? 3and try to finad
the roasons that the men feal it should be that.

Coing ;hrough this, you finally come out with a
curve that says in effect there is a certain percent chance
that the load growth will be this high or less, and it vces
all the way up the scale to, sav, a 95 percent chance that

it will be. ap as high as, say, 8 percent or l.ower,
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and only 10 percenc or 5 percent chance it will be higher.

3o that’s what is meant by probabilisy encoding.
It’s a word that tacew a lot of us. I'm not real kappy with
it yet. But, at any rate, it’s an effort to malke a numerical e
a quanticative assassment of a man's judgmont, providad he's
got the background and the ewalificationz for making that
judgment.

8o that's the procsss we went :through this yszr
&8 2 part cf the coming o & conseneus desision.

There were sixn of us on the conmittes. Thsrz was
no cne available to encede we. I erceded myself firse, znd
then I enccded ‘e other five men in individeal intes=views.

Now, I will tell you scite of the kackground feor
this, because if th2 hackground iegn’t cight the preocess

isn't right.

It was ia July thei I €irzst suggestced

=

(43

2

o}

e

o

men that "Let's uss tnis practice." In August I sont

¥

request to them to 2ach sead mo separzataly a list of itzxs
that they thought could caunse extremely hich lzad grow:k,
and I asked sach of them o send me 2 1ist of tiha itsms “hat
they thought could cause esxuremely low load groath. Thcse
wera itams, forces, conditions, factors, war, an wwthing.
I got rasponses from each of them. I then went
ovar (his list and found that saversl of them were duplicative --

in a little differaent words but realiy had the same kind of
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m;aninq. I then made up 2 list of all of the items that they
had sent in that could ccniribute to high load growth aad a
list of all the items they had sent in that could contribute
to low load growth.

I then zent those lists back to each of these
men. The rearon I sent 2 combined list was == ¢wo reasons.
One, I wanted to be sure their idees were there, and I
wanted to b2 sure that each man sav evervbedy else's ideas,
because at this pcim vou want the widest possible eyvposura
to situvaticns that mey e affected.

Having done ﬁhat. after they had had these for
about a week, I then want into this encoding process, and I
encoded them: separataly so that they would not be influsnced
by personalities and popuvlaritv conteses.

Cnce the encoding had been done separately, I
took the six curves and added all of the ordinates for each
percentage point divided by six to come up with a composite
curve that represented a weighted -- not a weighted, but
a mean curve for the whole group.

I then put cach man's curve on a sheet c¢f paper
and this composite and sent these back o each of the men,
and wa then went into a mesting.

So as far as I know these men never saw what the
other men came up with in his enceding, but he did see hou

his curve fit wiih the composite curve.
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Having gone through that proceas, I %“hink it was
the second meeting after that, aftar the nen had raviewed
their curves and t12 composite curve, ve as a group adepted
the composite curva as being the recermendation to our top
management as our lc.2d4 forzscast.

Nos, that crmposite curve when intorpreced as &
vaat is the most 17 .ely load growth to have ccmes out at
5.2 percent per year cempounded, and that’s how the f£inal
nunber was derivacd.

flow, there war a lot of other thiacs. Ve had

the inputz from these otusrc gtudies and cur previous studies.

I'm sure that what influenced us some TO finally adopt this
punber was that i: wasa't at great variance with any cof the

other studies. I: was a lietle lower,

m

5 I raanamber, scme
fraction of a perzent lower than our 1975 study. It was
scmewnat lower than the Public Service Comnmicsion study,
and it was scmewhat icwer than the Governox='s Advisoxry
Commissicn’s study; but w2 were satisfied with it.

T can't say we wera2 a thousand percant satisfied
with it, because there wara some of tha men who still felt
it was tco high or too lcw, but we agreed ©o it on a °onNn=
sensus basis.

Q Mr. Mosaly, could ycu tell me a lititle bit
about the use of probability encoding as a teciniqua in

business genzrally?
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&bt 13 AR, CHERRY: Mr. Chairman, I will cbiect ko the

form of that quastion.

Ee's explained o us what prcbabilliy enceding
is. There's no fovndatica for this guestion about tha 297pli-
cation of whatever they did to business generslly.

Mr. Mosely hasn't testified to that. He's nst
an expert. I don’t ¥now, maybe the president of C.M. ea-
ccdes himesli, Hu: wa'll have to ask him.

CHAZRMAD COUPLL: Ask your foundaticnal cuestian,
Mr. Rosso.

BY MR. ROSBSO:

- >

Q Are you familiaw, with xhe use of prcobabillity
‘> | enceding in other prccesses orker .-w'a.n long~tern 1czad fcore- '
caétinq? |
: R Yes, I an.
g World you teall us a 1little Lit avout the argas

with which you’re fariliar whare probability 2nceding is
usea?
MR. CEERRY: I still have the same obicction.
; Is ha familiar with it in some areas -- that's not a suf-
. ficiant foundaticn. He's got to tell us what those areas
are and what experience he has without the substantive testi-
meny in oréder to deturmine whether or nct he caa testify

O about it.

This cuestion does not satisfy the foundation.
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CHAIRMAI! COUPMAL: I agree with that.

I don't carz whether you do it now, Mr. Rosso,
or whether you do it as the thing develops, but you're
going tc have to bring that out.

MR, CIERRY: fir. Chairman, I care now, bacause
that is an objection to aay subs:antivé testimoay on the
cpinicn.

CHAIRMATT COUTAL: I agrse with you.

MR. CEEA: You've sustained the cdbjection?

CHAIRMAY CCUTAI: I agrae with you, but I have
every confidence h2's going to link it up.

MR. CHERRY: I don't have that confidence.

CHAIRMAN COUPAL: I'll overrula the objectcion.

MR, CHERRY: Therza's no foundazion for the testi-
mony that's ceming in now. That's unfair.

CHAIRMAN CCCFAL: Go ahaad, lMc. RossO.

MR, BRENNCR: There's a quastica pending, I believe.

CHAIRMAN CCUFAL: Do you remambder what it is,
Mr. Mosely?

TIE WITWESS: I believe he asksd me if I Xknew
about the application of probability encoding in other
business activities ctbher than locad forecasting.

BY MR. ROSSO:

Q That's correct, sir.

A Yes, I do know scmething of it.
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CHAIRMAN COUFAL: Waiz, now.
I think ycu'd better cet into it, Mr. Rosso.
BY MR. RC530:
o What ar:zas arc you familiar with == strike that.

In wvhat arzas do you know that probability encoding
analysis has been iasod other than leng-term load foracasting?

MR, CHERRY: I object to that questicn, because
this witnese has t7 toll us whkat his experience is in other
areas.

There can be guasticns that can ask that without
soliciting the merits. If he now tells us what these areas
are, it's presumed that he’c an expert in whataver those
techniques wara.

I object to this question as having no foundation.

MR. ROSS0: Mr. Chairman, I don't think that is
correct at all,

MR. COERRY: Do you want me +0 answer the guestions?
I will. Do you want me o qualify as a witness?

CHAIPMAN COUTAL: Mr. Cherry, let Mr. Rosso speak.

MR, ROSS0: I dor’t think that's correct at al:,
sir. The point here is that prodability enceding is something
that the company uszed on the basis of its nowledge with
regard to its application in other fields.

CHAIPMAN COUPAL: All right. Ask him what experi-

ence he's had wi.th other fields, and then he ecan answer if he
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has sume experizncae.

MR. CHERRY: Mr. Chaizman, since thare's a pre-
requisite for an expert opinion eon prokability enceding, may
I inguire on voir dirz as ©o this subject cf the witnsus?

CAAIRMAN COUFAL: (le'll let counsel lav his cwn
foundation.

MR. CERRY: All right. But I'm now asking the
Chair for an opporstunitcy to as’
belorz the marits ara rezchad.

CIAIRMAN COUFAL: I agree, lir. Cherry. Lot hinm
lay whatever fcundation he =zan. You can then inquirzs on
voir dire.

BY MR. RO0S30:

2 How did ycu £inul hacome aware of probability
amceding as a technique?

A The first in-depth or begianing of a e¢leoar undor-
standing of it began in, I thiak it was Octobar of 1973, wh.n
a consultant from a group called :Mdanagement Analyasis Jenpany
came to Consumers Power Company and offered their services
in our develcpment of cnergy planning techniques.

Q Did he suggest to you the pessibility of using
probability encoding?

MR. CHERRY: Cbjection. That calls Zoz, it
seems to ne, the grossest form of hearsay. Iven though

hearsay iz admissible in administrative preceedings, I don’'s
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thiak thet's a prosar wording to ¢et that person’s opialon in,
because that person, noted as a consultani, is also “an
expert® and iz being cffcred here.
T think we've got to iiow an awful lot about it
before you thrsw those words around.
CEAIRMAN COUFAL: That question regquires a yes or
a0 anawer, and then wa2'll go on to the next one, Mr. Cherry.
MR. CHERRY: But then we hava now tha opinion of
a "consultant,” unidentified. We dca't know if the man is
a janitor or not.
CHAIRMAN COUPAL: Ovaerruled.
THE WITNESS: Yes, he did propose it.
BY MR. ROSSO:
Q Who was the consultant?
A His name was Mr. Howard Cook. He is a principal
partner of an asscciation doing business as Maragement Analvsis

Company .




JARB/7
‘,atbl

ul

S

0 N

-
=Y

12

i3

i

i5

17

13

20

21

(b3

&

3247

(Pause.)

MR, ROSS0: No further questions.

CHAIRMAN CCUFAL: Mr., Hoefling, do yocu have zny
further questions -- any guestiocns?

MR. ACEFLING: 1llo.

CHAIRMAN COUFAL: Mr. Cherry?

MR. CHERRY: I have a few. Can we take a shert
break?

CIAIRMAN CCUFAL: Let's take 15 miautes.

{Recess.)

CHAIRMANM COUPAL:‘ As I-understand it, there is
a controversy between Mr, Rosso and Mr, Cherry as to whether
the copy of the material of Mr. Bickel’s tender to
Mr. Cherry was adaquate.

MR, CHERRY: All I want is a copy ~-- I want to
read the handwritten notes and see the parts that Mr. BiIckzl
chought were most important by covering them in yellcw., I
have asked to sze a copy of the original and I was told thatc
now Mr. Bickel will caly use che lercx: copy £o he won's be
able to see the yallcw notas.

That is not satisfactory. I want to see the ori-
ginal. If thev want to give me a copy plus the original, I
will make my cwn handwritten notes, but I want to see the
original, | : D

- e

CHAIRMAN CCUFAL: Let's see your original,

.




Mr. Bickel.

(Bandirg documert te B2sard.)
¢ COUFAL: I guass the purposa of the yal-
low is the same a: though you had underlined; is that the
idza, Mr. Bickel?

MR. BICKEL: Yes; that's correct. I dida't want
to go through everything that's in thaz cutline ba2fors this
Boarc. T just wartad to sumnarizs. The assigted iln sun-
marizing.

CHEAIRIZN COUFAL: ©Can veu takz ehis and sals one
of those Heroxed copies and write in your handwricten notas
and then take a pen and underline that which yeu put in
yellcw here?

| MR. BICKXEL: I think I can higalight i:.

CAAIRMAN COUFAL: ‘tould 7ou do that, plzasze?

MR. BICXEL: VYes.

MR. CHERRY: Thank you, Mr. Bickel.

CIAIRMAN COUFAL: Thank you, Mr. Rosso.

(Handing document to counsel.)

MR. ROESO: You -are welcoma.

CHAIRMAN COUFAL: liow with regard to the pro-

prietary matter, I urge the parties tha: can; take it ard

look at it and ~- under protective order, as we have mentiored)

|

take it back and show it to the pecple on your stafff,wkro -

ever Xnows about such things, and Dow, if you want it, if

W — s —. ———— . ——. i —— -
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veu have got anybedy to talk about fuel costs with, and iMr.
Cherry, I urge you to == )

MR. CHFRRY: Tha pecple that I want to talk to
include persons othzr than --

CIAIRMAM COUFAL: [ understand that.

MR. CHERRY: If I can talk tc them, I will saka is;
ckay? I will take it, if I have no limitation on who I
talk to, except that I will do is enly in cannactiop-with
Preparation for this cose; I will talke it.

CHAIRMAN COUTAL: 1Mo, e won't maka it that way.

MR. CHERRY: Then I dou't want it.

CHAIRMAN COUFAL: Aayway, uantil we rule £inally
or it, you are not to divulge the contents of the documants
to anybedy exceopt that peorla that wa mentioned,

MR. ROSSO: Pcas anybedy want them?

MR. BRENNZR: The Staf? would take cne copy.

MR. CHERRY: May I procead now?

CHAIRMAN COUFAL: Yas, sir.

MR. BOEPLING: Mr. Chairman, may I -

CHAIRMAN COUFAL: Wait one moment, ploase.

MR. HOZPLI!G: I would like to discuss cone matter.

CHAIRMAN COUTAL: Can you talk fase?

MR. HOEPLING: VYes, Very quickly; earlier today
wa had .ome monolecgue Zy Mr, Cherry concerning a conversa-

tion that he had with Mr, Reppler out at the Office of -

e R

S —
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Inspection arnd Enforcement.

I think that it's clear that Mr. Cherry has tha
right to talk to HIC parscnnel, Staff parsonnel, en any
matter that troublus him. I think it is alsc clzar, hewaver,
that lir, Cherry wonlé not have the richt 25 talk to MNRC
proepective witnasnes.

It appears that in discussing issues with Mr.
Keppler, Mr. Cherry made a recuest for certain informatisn
from lir. Reppler that deals with the issues in this nTocaad~
ing. I haven't gotten the details of that requast yet., I
will Inform the Bcurd of then when I do, but I would lika an
instruction from the Board to Mr. Cherry that if he is going

to pursue discoverv in this prcceeding, it should bes pursued

throuch counsel fo:r thia NRC Staff and not independently ]

through NRC StafZ perscnnel.
MR. CHERRY: Mr, Chairman, there is scmstging calleﬂ

the Freedom of Ianfsrmaticn ict which is a supplement =¢

Mr. Hoefling's kindly assistance. There is also suck a

thing called the Public Document Roocn which~ia another sipple-

ment to Mr. Hoefling's kind assistance. Ané tchere is also

such a thing as an attorney-client privilege in a larce

crganization which goes to those perscns who are actively

involved. .. |
Mr, Xeppler is nct actively invoived. I hopa

very much that you don't order me not to talk to Mr. Reppler
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because that one I will not chey. I do not believa that I
am to be prohibited ncw fror talking to the whole bloody
WRZ ==

CEAIRMIN COUPAL: 1o cne is tallzing about you not
talking to anylecdv, as far as I nave heard, Mr. Cherxry.

MR, CHERRY: Olkay.

CHAIRMAN COUFAL: I do think thers ara rules,
thouch, of discowvar documents with regard te what veu can
discovar frem the Staff.

MR. CEERRY: I am not talking about tha Szaff,
This is the Compliance Divisien which is eatirely separate.

CEAIRMAN COUPAL: I think the Staff is part of
the NRC. Now I suspect if you are going to gat documents
frem the NRC; then you ara going to have to follow thosa
rules.

MR. CHERRY: But thers iz also the Treaicm of
Infornation Act.

CEAIRMAY COUTAL: Then follow the Preedem of
Information Act.

MR, CHERRY: FEow do you Xnow I didn't?

CHAIRMAN COUFAL: I don't.

MR. BRENNER: Let's not go on.

As Mr. Cherry well knows, and we will be glaé %c
supply the detalls tcmorrow rorning as scon as we get soma

of the datails, This is not just a request for existing

B —— ———————— -~
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documcnts. It was 2 spacific request for Mr. Keppler to
put scmething tcgeiher to respond to s mztaing in the nature
ef an interrogatory with respect to issues befors this
proceeding.

We o o=k this Board to instrves Mz, narry not
to go to any NRC Suaff{ with discovary requests in this DLO=-
ceedirg. It just €0 happens that Mr. Zeppler and the S:aff
have essisted uz by way of ganaral background threaghout
this proceading because of their knowledge of the Midland
case.

- CEAIRMAN CCUFAL: I don't know that yeu azen’:
puttirg the shoe on the wrong foot. It scems to me that
Staff has some respcnsibility for what the pecple in the
Nucleer Regulatory Cezmission do.

MR. BREVNER: Ee hasn't dona anything --

CHAIRMAY COUFAL: Number cne, what Mr. Srenne:
said kas no rssemblance to the truch. I did not ask Mz,
Keprler to prapare anything that was in the nature »f an
interrcgatory. Thet ic not true.

HMR. BRENNER: Why don't you just tell ms what you
asked him?

MR. CIERRY: Mr, 3renner, bring Mr. Keppler down
khere and have him testify.

CHAIRMAR CCOUFAL: Anyway. as far as this Board

is concarned the only way you canget doccuments cr preraration

—
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of matter from the NEC is the discovery process and the

Preecom of Information Act, Mr, Cherrvy.

MR. CEIRRY: Ycu are not orderiﬁg me not o talk
to anyene?

CHAIRM:aN COUFAL: I am not ordering you not o
talk tc anycne.

MR. CHERNY: Can I go on?

MR. ROSSO: No.

Excuse me,

Mr., Chairman, I just want to put it on the raecozd
that I have dieiiibu:ed covies of tie Payiess affidavit and
material which we have claimad as proprietary to both tiz
Staff and the Cow Chemical Company, pursuant to your ordar
that it te treated as nreprietary until the Board rules on
whether or not it is proprietary.

CHATRMAN COUFAL: And &he r2ason we particularly
want to distribute ic is we can get a litile help frem che
Staff and vho ever else is interested, as to tvhe sirnifi-
carce of these documents.

CROSS-2XAMINATICN

BY MR. CHERRY:

Q Mr. Mosely, are you testifving here today as
a paid consultant for Consumars Powaxr Compuay?
A Yes, sir,

Q What is the rate of compensation you aze ¢stting
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sarb8 y as a paid coansultant?
" 2 A lell, I have an arrangement vhereby for a period
3 of up to three monihs, until my sucessor is in his seat and
4 is on the way -~ and he wen't be on the job uantil the
5' March the lst -- that I will be paid $10600 a month and for . i
5’ all cays that I am employed more than four days in a month,
7‘ I will get $350. So teoday I am getting $223; somethiag like
3 that.
- Q Zour 31000 2 mcath presumes that the companv can
ic call upon vou for four days a month?
i1 A Yes.
iz Q And if it's beyond that, they pay veu an additional
‘) 13 rata of $350 a day?
14 A That's corract.
i5 0 Plus erpenszs?
16 A Zes.
17 Q Whan did you first discuss with Mr. Renfrow or
18 Mr. Rosso the possibility of your tastifying here?
19 A I don't know that I ever discussed it with them.
20 The way the thing cama to mez is that Mr. Judd Bacon of
21 éonsumors Pouwar Company said that e thought that he would
2 like to have xe teséify.
23 Q When 2id that ceonversation cccur?
- 24 A I belicve that specific conversation waz on
"ij 25 January 28th.
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Q What did he say to you ,specifically?

b Jack, we think we would like to have you testify
about lcad forecasting for the Midland hearing aad we will
be in touch with vou.

43 Did he say why he wanted you to tesitify?

MR, ROS5S0O: HMr. Chaliman, I thiak now tha: wa are
really getting into the attornzy-client privilege. s you

Xnocw, Mw, Baccn is councel Zor Cocasumars Power Cempany. I

had no cbiection o his asking him who aczked hinm te ta23tily

and when that cogcecuarrad.

e

3ut now wa are nto guestions wikth rezazd

Ade
gatting

t

what Mr. Bacon said to hin, and I think that is objectica-

able on the basis of privilege.

MR. CHERR

He is no lengar & client. Ea iz a
paid coasuitant. You can discover anything through a pzid
censultant. =

MR. RCS30: I belisve Mr. Mcsely was still em-
ployed by the compaay con Januvary 28th, if I am not mistaken.
TEE AITNESS: That's cozrect.

MR. CEERRY: That's irrelevant to *+ .. guaesticn.

There is no more privilege.

MYR. RCSE0: A attorney client privilege cnce

claimed is not waived by a man's leaving the employ of the

cocmpany. In that event, anvene vho aver switched jobs would

then waive all the attorney cllent pvrivileges with recazd to

- ———— — s T+ ST— - T 2 O — ———— I —————
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anything that he had -- had ever happeneé while he was em-
ployed by the corporation.

I submit that ic simplv not the law.

CHAIRMZN COUFAL: The objecticn iz sus:zainad,

27 MR, CHZRRY:

Qe “hen did you terminate your employment with
Consuvner's?
A As of 5:00 January 3ist,
Q Now have you any conve:satidhé subseguznt to tchat

date with anv of Consumars' aﬁtoxneys?

A Not respecting this maitar.

Q © I didn't get into the matter vet, I szaid with
Consumers', -- with attoraevs.,

A I nave talked to some cf the &ttorneys; ves. I
have said hzllo to several of thenm,

Q Now have you discussed the Midland hearing o
the subject matter of your testimony with anviedy since the
date of your termination?

A Yes, I have talked with somz of the attornays
present here.

Q Who?

A Mr., Rosgo, Mr, == I am not sure =-- well, I £aink

there was som2 geperal conversation with the othar two Jgentle

men hare.

Q When did the first s.ch conversation take place?

;
B
|
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MR. ROSSO: Mr, Chairman, so far he hasn't in-

quired what was said in those conversations --

¥R, CHERRY: I intend to.

MR. RCSSO: I want you to realize that I intand

to object onthe basis of the attorney client privilece a2t

that point in time.

CHAIRMAN COUFAL: I suspected you miche.

MR. CEBRRY: If you say you will suscain --

CHAZRMAN COUFAL: I didn': =zay I woulé sustain
anv:hing. I said I suspected he would cbiect and I will
sustain ckijections ox attorney-client privilege when it comes
co thé‘@iscussions that he had with Mr. Rosco with regard
to égat he what hé was going to testify abcut.

MR. CEERRY: [Even aftor Jenvary 3lse?

CRAIRMAN COUFAL: Even after January 3lst.

MR. CHERRY: On the basis of that statement, I
will not inguire intc those meetings, but I do regard that
ruliﬂg as arronecus, but on the basis of that, I will abide
by it.

" Ky Arnd the reason that vou won't let me get into

tpat, after he has .already terminated, is the attcrney
client privilege, alczo? !

CAAIRMREN CCUFAL: Yes.

o O e & S

BY [MR. CHERRY:

Q Mr. Hosely ==
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CHAIRMAN COUFAL: After the terminated employment;
you mean by that aftar Januarv 31lst?

MR. CHIRRY: Yes,

BY. MR. CHERRY:

Mr., Mosely =--

A I raflected on dat2s. I thirk I may have given
you a wroag data. It may ke that Mr. Bacon made this contact
with me on the 22nd or tha week bafore the 23th., I am a
little confusad right ncw as to just what date it was.

Q That's all right, Mr. Mosely.

Anythinc clzae?

A No.

Q Mr. Mcsely, weculd ycu list for e based upon
your expaviencae, all of the factors which ycu baliave ia the
next seven or eight ysars will have a tendancy to reduca
consumption or damand of elactricity?

A I would like to ke sure I understand your gquas-
tion as towhether vou want me tc list coints which I thint
will, or covld.

Q Which could. What I want to get from you ulti-
mately is a list of all of the factors which you beslieva
have a tendency to raduce the demand, and all of the factors
wﬁiéh‘Qou balieve have a teadenéy to increase demard. I
will get ianto wheither or not they will or they won't on a

specific basis a little bit later.

?
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oarbl3 ! Pirst, give me tha cnes that ycu balieve will
‘) 2 have a tendency to reduce demand.
: % 1fR. ROSSO: PDuring what pericd, Mr. Cherry? f
{
4 MR. CHERRY: BDetween now and 19524, §
{
5 BY MR. CHERRY: l|
i E g Let me phrase the question ancther way: Give i
7 me the Zactors that vou believ2 traditionally have a tead- ;
8 ency to radueas damand. : !
9‘§ A Is that eguivalent to historically? é
i iO‘ Q Let me rephrase the guesticn again, tien, Mr. g
? Ht Mosely: Do ysu hknow what factcrﬁ whese eflect prcbablf will g
! 12 be to raduce demand oa the electrical usage, . at any time -- ;
’ & 13 kS I know scme things.
f 14!. Q Tell me what those are. | E
; i3 A Shortage of frel, very effective conservation
| 16 i program, extrams application and exian: of environtental i
| 1765 corstraints, g
:85 Q Extreme apnlicaticn and extenc of wvhat? ;
|
!9i3 A Ravircnmental restraints.
20 *  Any regulations or applications that ars detri-
21 §{ - mental -- I don't really mean detrimental, but censtrain the !
22 use of autcmobiles, posgibly within zhat pericd of times, a
23 this would hava cne effact at one time ~r another; anc~ ?
24 ther would ze extreme inflation, a seriocus and extenaxd

-
e e —

general eccncmic depression. Foscibly war, extreme pricas

“

-
- 8
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sarblid ! for what ever r=acons, either through cost or tax or some
‘j) 2 | other reason for electricity energy.
3 53 Extreme prices for what? 3
4 A Exeremely high prices Tor elactricity due to |
S what ever cause, vhether cost, tax, cr fual shortage. E
|
6 I guess that ie about all that come t2 mind a: g
7 this moment.
Bg Q How about building practices? ;
9 A Tou meen insulation or consarveticn? j
7°§ Q No, I con't mean conservation. I jusi mean
i building practices. That is, making houses raztain mora heat,
12 A That's to me conservation.
o 13 Q Why don't you than list for me what vou believe
i4 is included in the term conservatica, as you have used i:?
13 A Cocaservation can come about frem 2 number of
16 effec’s and causes. It can be voluntary, in which reanie
17 just lead mora austere lives.
185 Mora sustere livas can also te inposad by gorarn- |
19 nental or somz forecful edict.
20 | It can be achieved through better building Drag-
21§ tices, better insulation.
22 i It can te achieved by changing our habits as to
23 ||  when we de things.
-~ 24 I can even be changed by mors pecpla moving
‘/ 25 || to more warmer climates.
i
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In my view I guaess I would generalize and say

i
" 2h that coaservaticn is a roduced use from the past general

t
3. customs.
4 i e Weuld you put within the term conservation mere
< efficieant appliances which use eneray?
¢ A Yes, sir.

4 .
7 Qe flould you regard -- vou gaid that voluntary con-
< servation meant that paople have to live more austere livas.
9§l Is that what you meant by volunzary conssrvation? :
‘0' A I don't think I szid thoy haé to,
i1 | V) You said thol.'s what it was, if thay wantes to.
2 A I meant ¢o imply they night chcosa to.

‘/‘-, i3 a So that is the conly kind of voluntary conservation
14 you know of, is pecple cheosing to live more ansterslives? ‘
15 ! A Well, I zhisXk thar2 are some people who without
16! ~Lhiniking maybe, and scme maybe thin%ing, nave wasted enorgy
17 ! ia the past, and I think that reascnable Pacnle bocome
isé awverz2 of the situation, as they become awara, that they will

{
3:; Az both. They will cut do'm con waste and in many casss,

20 be more zustere.

21 ¢ But doces your definition of voluntary consarva-

ticn always inclede leading 2 more austers life? Arz thera

any ctler kinds of voluntary conservaticn methods you can

—— ot t————— ———

think of that don't iavolve leading an austere life, a mcre

austere lifa?
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A I guess frem my personal point of view and épply-
ing it to me; ves.

Now viler pecovle may look at it quite differently
and I think that they could legitimately do so.

Q Well, what about if all of tha appliance maru -
facturers got to jetcher at a trade me2ting and determired to
make more eificiant air conditionars and that was all vol-
untary and that consarvad aslectricity. Would you ragarxd
that as an austers veluntarv conservation?

A, Before I could rsally judge that, I would have to
know all that want into i:.

Q All right.

A If they can make appliances jhst as cheap and
don't use other resources that are scarc: and so on, as long
as they den't maka2 some sacrifice, why then I think it is
voluntary.

Q But if they have to make a zacrifica by paying
morxe morey for a »roduct, for example. khat.is more =2£ffi-
cient energy use; would vou regard that as an austaere charac-
teriastic?

A I want to == I would want to know where the
moner was spent. It might have spent for electricity to
build tke instrument.

Q I 3ee,.

So that in analyzing conservacion methods, you
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sarbl? 1 really have to know a geoed deal about the method, whaere the
‘\: 2 moray is going to go and a pretty brcad ranga analyvsis of
3 ; how it £its into, say, & foracast; is that right?
B ! b I don't think vou can 4c things, thase thiags, in
S| a wvacuun., I think you nzed to lcok 2s much =-- at as much of
S the tectal picture as you can.
7 Q Do you kaow how much energy is wastaed in the
c United States?
!
9 :, A o, sir.
f' i0 ;' v Ycu do not.
' it You have no idea?
|
é 12 A Mo, siz.
: O 13 Q dow long have vcu worked for Consumars Poiren
| 154 I  Company?
l
13 i A Since 1962.
: 15 : Q Has Consumers T ower Company evar initiated o
|
17 | your knowledge, a study to determine hov much 2nergy iz
18 wasted and to Zigure cut ways to stop that was:te?
i A The answer, I think, i3 no ani yas. .
Z0 e They have never done a2 study bat they have thought
21 about figuring out ways to stop waste?
22 A That's true; to the hest of my knowledga.
23 ., Q What is the state of that study or preogram, if
!
24 ;; you linow?
0 f A I don't know.
l

e SRS AR ——. " O — e o S S+ St g
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Q You don‘t know.
Was that taken into ccnsideration by the anergy
review execuiive committse in 1975 in Novaxbar when you did
your forecas: that has been presenied in this proceedinc?
A I don't kncw whether any o tha cothasr men dié cr

not. I vas aware of it and gave it zomza ithcu~ht.

0 Well, what thought did you givs it?
A I thought this was a fine thing that we ocught to

-

find out if there ways of conserving enersy. I knew that
there ware studies deiang davelopsd for iooking at off-pzak
power and for various changzs of lcad chaca.
I thought thay were goecd. I ithink they will be
effective over the long run.
Q What specific value or input 4id you give “iem
when you encoded yourself to the poussibility of this naving

an impact over the aext eight to 10 years?

A I dida't give it any spacific value.
Q £0 you know anybedy eise whe gave it a specific
value? e
" & I den't know whether they did or not.

Q Pid you give ensrgy conservation over the next

lovyears in your ccding any specific valua?

A IZ yocu are tallking about a nuabker, no.
a Wall, what things do you == did you beliave

would occur over tha next 10 years by way of conservatica of

. ————— 1 o S———————————. A ] ——. . 1 2ot 2 T— . b .
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energy which if it happened, required you when you encoded
yoursalf to reduce the level of demand you thougiht would
occur?

A I think chere will be more insulation,. better
inéulétion, and therefors, ¢here -.11l1 be less heat input o

housiny per unit,

Q Hew much?

A I chink that it will be redvced probably 10 par-
cart.

Q Yhat is that based ou?

3 My judgment of all the studies ‘I have szen.

2 hich cnes?

A All the cnes that are being dcne by Michigaa
Consclidated aad Michigan Publiic Servicae Coammission. They
say in their epinion it may go as high as 25 vercent. =
think those are very optinistic, to go that high.

i What othar stucdies?

a, Well, those two, I guess; ars the definite cnes
I can refor to.

Q What are those studies based upen? Do you regard
these as sound astudies?

A I think that they are betier than --

Q They are better than nothing,

4, Yec<.
Q

Can you tell me what “heir assumptions and

e ——— . ——— s e 8 B
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parameters wera when they detarmined whether it is goiaag to

be this 10 tc 25 percent reduction?
A Yes, I can tell yoa some of them.

They assumed that therz weuld ba a camver type
item that will go in gas furnaces and that that would cu:
down -- that they would put a smallar orifics, in some
of the gas situaticns, some cf the gas burners. They will
reduce the ratio of cgas to air, I believe it is, in the com-
bustion chamber.

Thev arcumad tkat insulation would ke insfalled
in essenti:tlly 2all hcmes in the Stats of Michican, I guuss,
and they assumed -- which they have just chanced in the last
few days -- they recently assumed that thess gcrrective de-
vices for the gas -- and I doa't know cocut the electri:
hcres ~- thsy oricinally assumad that thev could be ins:zalled
for $35 a home anc yesterday they chang;d that ¢to not 1l:ss
than $100 and probably $200. “Those are scxe of the assuﬁﬁ-
tions that I am awvare of.

Q And yot relied in part on these assumptions when
you factored into your own private encoding?

A Yes.

Q So that all of the assumpticns havs -- of ccnssrva-
ticn ypu factorsd in cugcested quite a bi: of conservaticn?

A Well, they suggested =-- what dc you mean by quite

a kit?
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Q Morse than has been going on in the last 10 vears.
A I don't know if there has beenvery much conserva-

tion geing on, if you take the average of the 10 years =-
last 10 years.

Mlcw there has been quite a lot, I think, and
possibly in '73 and '74, or mayba I should say '74 anc '75.
But I don't think there was much going on before that.

Q So ycu think the= will ke quite a bit going on in
the next 10 years; is that correct?

A It is my judgment that it will continue to go on.
It will take on a differant character. I really think that
whenit first -- when the energy situatica first hit the
public cognizance, that thore was a step function. That is
a way of saying that there was & big splurg toward ccnsersva-
tion, reducticmof some unnecassary uses.

It is my Judgment we will not see many of those
in the future. ‘

Q Why is that, Mr. Mosely?

A It is easy to do it the first time and it is my
appraisal that there is a certain patriotism and get-together~
ness that doesn't last long over a great many years.

Q Can utilities do anything to keep this patriotiam
geing over a longer period of tima?

A I am sure that i3 not precisely thz way a utility

would lock at it. I was talking about my own appraisal.
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Q How would a utility look at it?
A I don't kaow.
Q Well, when ycu were chairman of the committaze

of this encoding comnittee, how did Consumers Power lcck at
it, you were then a utility executive.

A We looked at it as an objactive that should be
fostered and achiaved to advance the cause of wise use of
all energy.

2 What specific steps €id you contamplate taking
that you factorad into your ccdiag?

a Well, I will start ovar. We contemplated making
rate studies to see if there werz certain ways, @iiferent
rate forms, that wculd be equitable and still encourages the
wise use of elactricity. We helpad financz the installation
of ceiling insulatiocn in homes. We did scme dissemination
of inferrmaticn about turning down of reostats to conserve
energy.

We in our own company lowared cur heating lievels
and reducing our lighting levels and encouraged cthers to
do that. These are some of the steps chat our cdmﬁa&y had

first~-hand expe:ienc§ in. .
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‘ml Q But what I am talking about, Mr. Mosely, iz a plan,

ELTZER

a cerefully thought out plan‘t &t costz them monay, that is
based upon zome steps that Coasumers Pewer ils going o :ake in
the first quarter of this year, in the noxt quarter of tais
year, and soue specific reactioa to tacze specific steps tc
determina what impact that will have cn energy damand.

I am talking about :n aggressive nrogran.

Zou are not suggasting that Consumaers Paver i3

embaxiiing on that kind of precgrom to reduca =-

A Well, I don'® know what is impracsiva.
Q Aggressive, I szid, not imprassive.
% : A I thought you said impressive.

I thipk it was in the last two wesks that cur
company went t_o the PUblic Scrvica Commission, and th;se nunbers
this may be of'f a little --and 3aid, howdout Consumsrs
fover Cempany spanding $2 million over the next thraa years
to determiac if the rate forme and reduciion of Pealk demnpd
is cconcmic for our customers.

Now, I don't know whethar you call that aggressive.
I do. But that was a step precisaly takea within, .: talieve,
the last two weeks.

Q Ye3, but that was just bscause you are trying o
stave off the invertad ratss In ilichigan, so you throw the
Q Public Service Comrission a sop by saying veu will spend

$2 millicn in a siudy, isn’t that true?
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MR. ROSSC: OCbjection.

Argumentative,

CHAIRMAN CCUFAL: Ovarruled.

MR, ROSG0: Alszs characterizaztions which should
2ot be allowed.

CHAIRMAN CCUFAL: Overruled.

BY MR. CHERRY:

Q Isn't that corzect?

A I don’t kacw.

Q Does incrzased prica nave a‘ondsncy to docrease
3

electrical enargy consumption?
A Well, my intuition tells me it does. But I don't
have a great deal cf reliable information %o prcve that.
Q Didn't the 19275 budget forocast done by Consimers
Power prove that price had a dovmward 2££fz2ct on demand?
A I'm not sura that it p;cved chat at all.
There was a study, I know, in that aature, bui I

am net all that cornvinced of what it srovad.

Q Bid you take that intc account in your eancodiing?
A Yes, plus or minus.
Q Well, if yocu weren't sure what they proved, how

did you facter it into the encoding?
A all, it is just on2 of those things that, yes,
this may ba an affect, but I am sure that it diéan't chaage mv

views one way or arother by a small percentage.
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g mm3 : Q So that it would be fair to say that in your
encoding, price did not have a significant impact at all?
A Well, I believe -Ayou ara saying price glasticity?
Q Price increase.
A Price increass.

Price increase has an sffect, if I know how it is
moéing'with other pricas. 3ut just to g2y a price increase,
and if everything alsa is inflated, there may ke no effact.
Q Did you make a study to determine at what sprice
levels over a pericd of tims., waat tha price of electricity freom
an elastic standpoint would be sensitive to in terms of other
|
\

cammodities?
I jid not make such a study. ‘

it
. - Q Do you know anybody els2 who d4id in coanection
with the forecast?

On ths comaittes now I am talking akcut, p:iozle
who made the judgmental dsecisions on tha eanccding committee.
A I don't Xnow whether anv of them diéd or nct.

Q So is it really fair to state, Mr. Mosely, that
insofar as your cown cenccding is concerned and the rest of them,
you dea't know whether price -- that is increased elastic
price, inerassed price of electricity whather in relationship
to priczes of other commodities or noct, vou don't know whether

" that had any impact at all on the forscast?

A That's correct.
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Q Now you saié =-- would it be fair to say, Mr. lMosely,
that iavarted rate structuraes, as cpgcsed t2 the cnes that
are ap>licable in Michigan right ncw, that is charging

more -- do.you know what I mean by an invartad rate structurs?

A I believe I do.
Q Would you just tell me Zcr the record?
A Well, it 1s az amount of use per unit time geces up,

tne price rat2 p=2r uait gcss up.

Q Do you think that invertesd rztz structurez will
decregase energy consumption?

A Yes, I beliwe they will.

Bt take it then your company in pursuing the national
goal td&érds anargy ccnservation is in favor of invertad rate
structure?

A I don't know whather my company is or nct.

I can say this, that we do 3ava scmething of an
invertad rate structurs alr-zady.

Q Didn't your company c¢o to the Pubklic Service Commis-
sion jast last week asking for a $164 million rate imcrezse,
and a2siking the Public Service Commission to "scrap® its plané
for inverted rate structure?

A I was nct aware of that last phrase.

MR. CHERRY: Can I have this marked, pleasz, as

Midland Intervenor’'s Exhibit 46.

CHAIRMAN COUPAL: You may mark it.
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(Whersupon, thz document rezferred
tC was marked Midland Intervenor's

Exhibit No. 4€ for identificztion.)

MR. ROSS0O: This, aprarently, is a copy of a
newspa»er article. .
On the basgis of the Board's prior rulings
with regard to hearsay evidence on this matter, I put the Board
cn notice now that I will cbjcct tc the increduction of
ngwspaper articlas inco evidence.
CHAIRMAN COUF2L: What waz the Board's pricr ruling
' oR newspaper articles? |
MR. ROSES0: Paraon?
.) 2 CHAIRYAN COUFAL: What -was the Board's prior ruling
n ‘«:.on newzpaper-art%;lés.
I don't remember any =-- I don't recall that this
. Bocard, as long as I have been on it, ever ruled on newspaper
. articlas.
MR. ROSS0: ©No, sir, on heersay, I =aig.
Newspaper articies are hearsay.
CHAIRHMIN COUFAL: All tiqhé. go ahead.

BY MR, CB?RR!: L anl
Q- Mr. Mosely, I will identify to you Midland.Intsrvenor':
Exhibit No. 43, which is a Ysroxed copy of an.
O 5 lriicla cn the February lst, 1977 issue, 2dition of the

. -Detroit’ Free Press, written by Allen Sloan, Frse- Presa .
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business wricer, titled "Utilisy S=eks $164 Million," and

-

Z will show it o vou.

is trus, I am goiag tec azk you a ¢uestion.
TiRe RO320: Mr. Chairman, I ebjact teo the witness
paing quesitionad ca tas L2a3is of a piece of haarszy,

CHAIRMAN COUFAL: Ovarrulesd.

trd & mm vad Rl e anr) v 1 wnm s d 5ol &k
Wa o383 with Tegaxrg to Wads a corRpany's SO8Leion it

Sawslaper aceount of a PuDlicly stated == if chas is unhat it
MR. CHERRYZ: %Well, I will sheu it o the Boaxa.
(Handing to 2eazd.)
H4R, RCSE0: I talke 2Xe2pTion to .the 2oasdls uling;

this is clearly heavsay. Thora is law “rem 2ore to China 22 “ha

MR, CHERNY: Vell, ilr. Rossg --

CEAIRMAI! COUPAL: I have already ovairulad ¢ha
ckjection,

MR. CHZPRY: If Mr. Rosso vants toc reprasent the
ecmpany is in favor of inverted rate structurss I will withdraw
: %ha queticn.

MQ. RO3S0: That isa‘t chs poing,
T™h2 point iz that we are being ha2lid ¢t zcze cretty

‘strict 3tandards of proving. I would like to gsee them apelied
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across the kboard.
BY MR, CIEXRY:
(o} Mr. Mosely, would you taa a look a: what has baen
rmarked as Hidland Intarvanor's Exaibiz 46,
{(Banding dicumant Lo witnaesa.)
{(Witness r2zding documant.)
MR. CHERRY: I would lil2 to have this marked as

Midland Intervanor’sz Iyhibis <7,

("herevgon, ti:z docusent ved:rred
. 1o o *e < 1 -
i TO was maricd Midiand Intervencr's

Bxhibit 47 for identificatior.)

BY MR. CHERRY:

Q L2t m2 knov whan you have reazd that, Mr. Mosely.
A I have now read is.
Q2 Wow, in your eancoding analyais thait you did wien

7ou ancoded yeourself, 2id you assume thas thare would be

invarted or flat rata sitructuras in the state of Michigar
over the periocd of voir forzease?

A Basieally I assurzd thatthey would remain as they
were a: tha: tima.

Q Famain as they warzs?

A yes.

£ invertad rate structurcs

|~

Q And you agrae thas
were in effec:, it wo:ld Sevarely da2corease your fovecast?

A ilo.
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% Q You doa't think it world have any effect?

A That wasn't your guaztion.

Q What, in fact, did ic have?

A I thiak it would he minor.

Q And what o you base that on?

A Vlell, simply because the inverted rate cuzeriance
we have had tc date ~- and I have read about in the tradn
crganizations -= hes rot irdicated severa Cnancas as you nut
it in your gusastion.

Q 211, does it take a bit for inverted rate
structuras to have effect?

pe I mean, would you assume it micht take a ccupla of
Q . Yy=ars before peonle kagin to make the necessarv changes to
acccmmedace invertesd rate structure; bLoth industry and
rasidential users, fer eramnnle?

A lo.

Q Do ycu think you 3o it overnight?

A No.

Q HBow long weould it take?

A Well, it would be a gradual thing, over scms pericd.

-y But I am not sure of the period.

Q What states do ycu know that have an invertsd rate
structure?

‘) : A Well, T am quite sure that socme of the utilicies

.- in Wisconsin have them. I am mt sure that all of them do.
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And, of ccursz, thare iz a mattar of different

inverted rates for different classas of service. Whan you
say invaerted rates we are nct talking about all classes being
inverted rates. I zm pretty sure that thers are some inverted
rates ia New York.

Q Can yon describe for m=2 the inverted rate structurs
in New Yorl

£ No, I can't.

Q Can yeu <¢gezribe for me cthe invertad vate atructurs
ia Wisconsin?

A Ne, sir.

Q Do you have any ideca what the impact of those
inverted rate structures have been?

A I have read in the -- gone of tha prass releases,
that they haven't bhean as severe has had been prcjected.

Q Press relcases by whom? Utilities?

A No, sir.

Q Well, whc issved the prz3s releases?

A Well, they were newspaper reports by the likes of
Mr. Sloan --

Q The likes of Mr. Sloan.

What do yzu mean by that?
A Well, whe repert on utility activities.
Q I sze.

And you rely upcn those in the course of yo'.r
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dealingo?

A They wmake an impression cn me.
: Q I see.

Do you believe that Mr. Sloan was corract when
he reported that Consuners asked the PSC to scrap its systam
of inverted rates?

A I don't kaow.

2 Tou don't know.

Now, if Congsumers Power Company decided to laucch
a program in the Stace of Michigan o prevent the iaverted
rate structures and succeeded, do you think that would havs
a tendency to increase demand or decr=ase demand?

A If Consumers did? -

Q Consumars went out and decided that's ie, that's
the last straw, we ain’'t goaaa to have inverted rates, and
thoy wers succassful, howaver they did it. No invertad rates.

Would that hava a tandencv to increasge ccnsumption
or daurcase consumption? i

A Well, if we can divorcae how it is dona, whethar by
Consumers cr someone clse, I think that inverted rates will not
increase consunption.

Now I say it tathac way because I just don't know
what the effect will be, how much it will be. But it won't be --
it won't hawan impact to increase consumption.

Q In order o build generating capacity, you told me
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you have to look at the esconomics of it.

A I don't rezall telling »uu that.

Q Well, didn't you tell me that eccnomics ara
important in the lcad forescast?

A I think I told you that they ware important in
determining how mucih capacity would be required in order to
meet the load.

I think I also toid you that load forecasts are
made for another purpose which was to allow studies of raute

structures and thoir impacis.

That is the way I remember my testimony, Mr. Cherry.

Q Well, should a locad forecaster consider whaether the

company is capable of msering load foreczsts as desirable.

A Strictly as a lcad forecastar, no.
Q Well, hcw about as an axecutive?
A Well, he may have other functions. But us a load

forecaster, h2 ought to diverce himself from whether or not
the company <¢an meect the lcad.

Q Bo ycu that in finally deciding on a forecast that
the company adopts, the cost of meating that load is an impor-
tant inquiry?

A I don't think it is for the load forecastar.

Q No, no. 1In finally deciding what to do.

In other words to go out on the =- if you decida to

pick a particular lo:d forecast ang implement it, is the

|
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cost of implementing that load foracast a ralevant inquiry?
A Well, sure.
The cost of any impleamentation is relavanc.
Q I see.
Now who was on the probabillity enceding team?

A Jack Mosely, only.

Q Just you?
A I did all the encoding.
Q Well I i¢hought that the encoding was done by

this kind of conversation in a group with all of these exccu-
tive people.

A WWell, maybe I should explain what my concept of
encocding means.

Q Well don‘t tell me what ycur concaept is.

I want to know ==~ I am really only interested in
what happened.

Now, is it your tastimeony that this group, eaca of
the people in this group met separately with you and you
questioned them?

A That's correct.
Q I see.

How come you didn't ask tham wizther they considered
price elasticity?

A I'm not sure I didn't ask them.

Q But you told me you don't know what input price
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elasticity had on any member's visws. I zsked you tiat efore.
So I agswie if ycu don'it knew you dida't zul shan.
A Well, ohay, there is a Jdiffersnce hetwesn asking

- - o~ 3 Ty - 3 e 4 e aleme EEN
them and cuggesting that thay thinl akoue i%,

c I see=.
. Wlell, dld you get a rasponse from them?
A I don't rucall any specific recconses.
Q HWell, how e yeu Zknew they thought akous 442
A Jscanse I sugoested it.
Q They alvays deo what you say?
A No.
Q Well,how €o you Xnow they did it?
A I éen't.
Q What is tle error band you woul:s pPus on  your

enceding studies?

A ‘That 4o ycu mean by error hand”
e I mean world you have 2n errer Sond -- T mean,
like if I thought I could welk fzom here o the othar sida

of the room in ten pinutes, I would put ar error band can there
of zero, because cleszrly I could walk 30 faet in ten nminutas.
We start cetting iitc seconds of millisecconds, you know =--
what I am talking zbcut is every probability has an srro:
band, doazn't ie?

A Well, every probability has an uncertainty.

Q Well, okay, an error baand, plus or minus, et cetera.
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A Yes, but it is not a band.
Q I sca.
Well, vhat I waz talking about was a rangs on sither
side of the projecticn.
Lo you understard what I mecan, Mr., Mosely?
A No, sir.
Q You den't?
Wasa't there a crobabilicy factor uzed in the
enccding analysis?
A I really don’tc know.
I don't knew the significance of a term, "probability
factor.”
Q Well, didn't thz 3xnecutive Raview Commictes
conclude that thare was only 2 2009 ovorcent charnce zhzt they

would be right at cne end cf their projection?

A A 2000 msrcent shancse?

Q Yes, ons chance in 20007

A I don't recall any sush evaluation as that.

Q Who else -- who did you encoda, Mr, Mosely?

A I encocded Mx., Sheprard,

Q Who ic ne?

A He is vice prasident cf rogion cperatcions.

Q What is his background?

A Well, he is -- the first I know him, which was

four or fiva ysars ago, he was a division manager in Bay City,
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was.
In Bay Ci:y?

Yes.

What did 22 do as a division manager?
He managed the division.

Did h2 do any forecasting studies as the division

Wall part of tne forecasting input comes dircetly

rcm the division. 3Izch vear ther make a cloze sSurvey of ==

a parsonal

survay of 211 of tha large and industrial cormercial

users and review vhat is going oz in the residential areas.

So of course -- I don't know first-hand just what

% he did, but he would have respcneibilitiss and I am sure he

did a lot of that work in tha division.

Q
A
Q
A
2
A
2

A

You surs?

I'm alrosc positive.

But you  nrever asked him?

9, I never did aszk him.

And you never made an inquiry as to vhat he ¢id?
Yes, I made an inquiry.

0f whom?

I asked -~ I can'c remember, one of the man that

workeld with him if ke had been in +this and he said yes, he

Q had Bzen in i*.

2

Wnat impact did Mr. Sheppard think invertaed rate
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structures would have on the demand over the nait ten years?

A I don't know.
Q Dida’e askk hin?
A I can’t va sure that I agk=2d8 hin. I don’t

remunmber specifically what I askad each man, so T will ke

Q You are unable to remaember wihich cuestioans wou

azked which man

Q Zou told me earlier that it is dmportant in =2
grobability ancoding--or you tcld your counsel-=ina poebabilisy
encoding system, to understand why a persoa believed whez he

did believg.

paremcter?

A Well, I don’t know whether I sa2id it emacily that
wvay.

I will tell you what == it iz importani thot “ke
man undarstand wvhat he is talking adout.

Q Okay.

A That he have a feel for it. It is up ¢o the
encodaer, the man who i3 tryiag to get these numbers out =
broaden his view and ke sure that he is c2eiag about the
whcl; Picture and that ha is concentrating on it and there

fore it is important for him to know what he is talicing abeout.
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Q Well where do you do this, in a cuiet room with a
little icht, a lc: of light?

Deoes any of that notier, :the extarnal surrounding
circunstancas of --

MR, RCESO: Objeciicn.

Irrelevarn:.

CHAIRMAN CCUPAL: Uhere are you coing with %aat,
Mr. Cherrv? "

AR. CEERRY: Wall I am just tryiang to cet a 7zel
for the encoding ana.vsis. You kﬁow, just the cizcumst:ncis
he sits in. Ile says vou have to concentrate. I want to kaow,
do you go away, ds you do it in an office, do you answer
telephona calls?

CHAINMAN CCUPAL: ALl richs.

Co ahead.

BY MR, CEIRIY:

Q Jhy den't you describe for me =~

CHAIRMAN COUFAL:. lir. Posso ==

MR. R0SSO: All right, I apolcgize,

CIHAIRMAN CO'FAL: Vhat is really bugging vou is
the hearszay, and I wunt to go back and I want o explain tiat
t2 vou cn2 time.

Tha newspaprr accecuat is not evidence c¢f anythiag.

MR. RCS8C: VYag, sir.

CHAIRMAN COIPAL: It is obviously hearsay.



OSSR —

gmls

(.Q

-

3285

The man has the right, however, in my opinion, to
pick up itens from wherever, and cross-2iamine the witnacs on
it. The test iz credibility.

That doesa't m2aa thatthe itcsm =~ the quescicn he
asks is procf of anything.

MR. RO8S0: Very well.

That is not wha: is bothering me. What is bothering
x2 is the fact that the cbjection o my last questisa was
overruled, sir, because I think Shat what we are doing is playving
games and asking quoestions 1ika -- vou Iknow, how much lichnt
was in the room, or f%ew much light wasa't in the rcom. It is

kird of the games you play before a jury in a personal injury

case, and I really don’t think they have any place-ih an

admiaizerative heazing cn wuesticns of tha depth that we
are dealing with here.

Now I apslogize to the Board. I was overrulec, I
sort of tossed my paper down havras and I apologize. I dor't
do taings lila thas generally and I sron't do it again. Iut
that iz what is botharing me, since you asiked.

MR.CEERRY: Ir. Chzirman, I don't know whether
Mr. Rosso is right or wrong, I have nevar triad 2 personzl
injury case, and I nevaer intend to do 899.

MR. ROSSO: I didn't sav that you do, sir.

MR, CHERRY: You must be drawing on yocur owvm

experionce.
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g mm219 MR. BRENNER: Mr. Chairman, these exchanges
5 patwean ccunsal hava got to stop. Both Mr. ‘esse and
Mrx. Cherry persist in that and it ceams to me wacting the
Board's time and evarysedy 2lse's time.
MR. RO8S0: I agrea, sir.
I apologize fcr that, too, sir.

BY MR. CHERRY:

V]
et
I
!

Q Mr. Mecsely, what I am getting

MR. BRENMIER: I azk ¢he Board to2 aédmonizh soth

of tham.
MR. CHERRY: This i3 ridiculous, admonishing.
CHAIRMAN COUFAL: <Co ahead and asgk your gquestion,
'l’j Mr. Cherry.
EY MR. CIERRY:
Q Mr. Mosely, would you descrike to me ! you had

this sessicn with Mr. Sheppard, for examplae?

I mean, 3id you arrange it in advance?

Wkat did you tell him to dc, whers &did you meet,
st catara?

Can you raccllect and describe that for me?

A Yes, I can.

Q Gec ahead and do it.

A Well, I callad Mr. Sheppard on the pacns -- we will
.:,- say one day becausea I don't ramember which day it was -- and

said, Lowell, are y>u going <o be in tomorrow? I would like
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to come in and we will have this encoding of your probabilitisse
on the electric load forecast.

And he said, yes, I will be in, and I think it Was
around 10 o'cloeck, full daylicht. A real brilliantly lighted
office. .

I can't remember whether he closed the door to his
outar office or not. I don't think we did.

And so I said, Lowell, I have got here a copy of
this list of the items that all vou fellows gent in aioub
high load forecast influences zané low load forecast influvences.
And I would like for yeu to take your copv and let's get on
with this.

I am going to draw a curve Lowell as we go along
with this thing, and I am going to mar! some points on it, and
draw it, and then tell you what it is all about.

Then after we get finished, I am going to expiain
it, what I think you said, in more detail. 2And it has got
to be what vou want, or I don't want ic. But I also want you
to know what it is all about.

So we then toock the list and I said we want to get
into thinking about what are all the factors, what really
might happen that would just cause our load to grow like it
used to, or even mere, that would really make it bound.

And I want you to read the whole list,

And I waited a few minutes while he read it.
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And then [ said, okay, Lowell, mark on there if you
will, the three or four items that you thinl: could cause the
greatest imzact.

And he marix:d three or four. I don't remember
exactly.

And I said, are there any cther items that
aren't on this list that come to your mind that have been oO" ir-=
lookad?

Well, no, I don't think he had aaything to add.

And I said. okay, Lewell. wmow, let's thiank about
that. And if all of these most eifective chings should happen,
what do you think the chances are of its happening are, and
how high would the lcad growtl be?

And T am gcing o give you numbers, which I den't
know whether thess zre Lowell's numbers or not, bnut they are
typical.

Q You are giving me aumbers for the process of

helping -- assist me in your answer, but you are not reprasantcing

that they are in fact the true numbers used, is that correct?

A That is correct.
Q Go ahead.
A So, Lowel.l might have said, well, I think there is

a 5 percent chance :chat the lcad could grow as high as 8
parcent per year. fhatc means a 95 percent chance, Lecwell, then

that it will be tha: or lower.

i
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Okay. And at that point I marked a cross mark
on the curve that I had that represented that.
Q Buc did vou ask him why he thought that there
was a 5 percent chance that that would hagpen?
A Ne. No, I don't believe I did.
I had asked him to consider all of the impacts and
then place his value on it.
Q But all he gave you were the factors he thought
were important ané wnat impact they may have had on the

load, isn't that corr=act?

A And then he assessed the probability of it happening.

2 Right.
But did you ever ask him why he thought it would
happen, or why he thought those were significaut factors?
~ I don’'t think I asked him that at that point.
I think if I had, that I would ke influencing his
judgment and I didn't want tc do that.
Q well now do you know that he -- and I am not being

facetious -- how do you know he wasn't joking with you?

A You don't know Lowell.
(Laughter.)
Q Sure, and I dont xnow Santa Claus.

But what I am trying to find out is, if you can't
tell me what Lowall's background is in forecasting, except

that he waa division manager, ycu think he made surveys, et

e
'
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cetera,and you are a2ksolutaly sure that he is really nica

and == hos do we Xrew that Lowell is not an idioz.

©
t*
0
©
(]
o
|_u
o

I mean, if veu don't ask the man vhat h
on, of what werth iz his opiaion? Can vcou aanswer that guastion?

£ I hava just

0

on2 through 15 minutas with iim going
over these hign elemsnts, discussing them with him. aAnd if
that isn't what he based it on, I cdon't kncw what he <€id.
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Mayse bz uwas just trying to inmprssco
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a gecing away presernc.
MR. ROSEC: Cbjsction.
Argqumentative.
CHAIRMAN COUFAL: Sustained.
BY MR. CHEFRY:
Q Who is the next man -=- -y the way, ﬁcv long dicd
thiz encoding sessicn last?
A Well, I zkould tell yeu we did elactric and gas
both in the same sescicn, so a3 best I remsnber, an hour

and a half, scmething like that.

Q Did both gas and electric in an hour and a half?

A That's right.

Q And the next session with Lowell, how long 2id that
take?

A I didn't have a next sassion with Lowell on
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. mm24 h Q I se2. Thet was it with Lowell. For an hour
3 /. and a hzlf you did ga:z and electric the same dav.
Now, wiio wac the next parson you encoded?
A Ags I say, I am not giving you ti.2ze men ia order.
Q Qlcav.

Tell me thz next membesr of the tszam that cones to

mind? oY
A Jehn Xlubaerg.
Q X.~.rg?
Y Yes.
Q What i3 H4r. Rlukerg?
A He is saaior vice prasident and controller, &d at
% . that time I bDelieve hz was in charge of ratas.

0 Rates.
What doas Mr. [luberg :hink of inverted ratss?

Doas e like then?

A I don't kncuw.

Q Did you asx him?

A No.

Q Did you ask Mr. Xluberg what inmpact he thoughe

inverted rates night havz over the nezt ten years?
A I'm surs that I didn‘t ask hin that spacific

quesgtion.

@
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Q Did vou ask him whethet he thought inverted rates
would cbhtain in Michigan in the next ten vears?

A I didn't ask him that exacti yucstion.

0 Here yoi had a guy with a rate background, who
was a financial guy. You had a real goed chance of getting
his viewpoints of whather ¢ not thisz cccurrence woeuld coccur.
Why didn't you ask him?

A We had talked about it in other meatings. I had
talled about it many *imes. 3Jut wo're tallking about enceding
sessions, and I doa't remamber asking hin that question.

Q Since you had talksd about it many times vou can
ell me what Mr. Kluberg's viewpoint is. Is he ia favor ot
inverted rates? |

A I don't know i7 ne's in favor of it. You’'re
asking abut® = pedsonal opiniocn, and I don't knrow what his
personal oninion is.

MR. ROS3C: GEixcuse ne. Might I ask the wicness
to delay a fraction before lie starts answering the cuestion?
I had an objection to that one, and he started answering
befora I could get it out.

THE WITNESS: 2'1l1 try to.

BY MR, CHERRY:

b Sased uvpon your cenversations with Mr. Rluberg,
do you know whecher he's in favor of inverted rate structures

or not?
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A I den't know whether he ia or not.

0 What does My, Rlubers think the price is going
to be of electricity compared to other commodities over the
next five years?

A T don't kncw what he thinks of it,

Q Vou don't know.

Did Mr. Rluberg project an increase in electrical

grewthn?
A Zes.
0 What was his number?
A I don't know.
Qo You don't know.
A It's in the record somewhere, but I den't remamber.
~ How long did Rluberg's encoding analysis take?
A I canft be very precise. They wera generally =-

I think poz3ibly ¢he shortest one of the whole grcup might
have bezen an hour and fifteen minutes. I think the longest
one might have been t70 hours. I reallv don't remembar just
how much tine was spent with ea~h ofvtheso individuals.

Q But when veu were talking about Lowell and I asked
you scme questions about whather ycu asked him for his basis
for these things and you said no, I assumed that was true
throughout the encoding anzlysis. You dida't ask the people
to give you the basis for why a narticular factor is sicnifi-

cant or why they think it's going to be 5 perceant or 10
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perzent prchability of ocecurring, is :hat corrast?

. ®
.

8 H0, sir. 1Ii's one of whe cardinal =ulesz :hat

senzone who is encading 4o not influence ¢he man's judgmrant.

0. g0 you 4id not ask thocs quec:sions, corract?
8 That's zight.

Q0 Cf anvone?

e I didn'%z ask those specific gquasiions.

Q CE anyone?

L That I ze2sall.

Q o els2 did vou anccde?

A Ir. John Simpson.

o Simpson.

What dces he do?

Of Diziribution

ML

o

A He's tho Bxacutiva Vica den

T28

|-

-

and General Services. I think that gesn2rally covers it.
c 3y the way, had Mr. Kitbarg aver doac a Scracazt,
an eeconcnetric foracast? Do yea inew if ha's sver dcnma snae?
AR. RORan- GLjection. I don'd lmew wha: an
econcmetric forecasnt is. The guestion is vagua.
CHAIRMAIT COUTFAL: Ask “he witness if he ca2n
identify what an econcmetric forocas: ia.
BY MR. CHERRY:
Q Can you tell ne what an econcmetric medal s for

& load forecast?

A It's a little different. I hnow what econcmecric
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models are.

Q What ara they?

e They've melels that are vsually placed on a
coemputar that purport to reprasen® the intezaction of certain
econcnmic fuccors, indicating certain outcomes based cn

certain assvmpiions.

o Do vyou thinlk than's a good way tc 4o forecasiting?
& I think it’s useful for socme purpoc:s, yes.
Q Consumers, I assume, has ccorncmatric medels thev

use in lcad foracastiag?

A Consumers, I don't think; has its own econonaeric
. J

.

model. It has consulted several university econcmerric

medels.

o 3ut pot in connection with the 19276 Novimber foree-
cast?

A fiell, I'm quita2 sure that M¥. Denten, whe iz sur

ecoacaist, gained considerable of his input and the surmarzy
of.iﬁformaticn he gained from us was based in part ea the
proceeds Ircm eccnometric medels.

Q ¥ihich one?

A The Wharton School is cne of the cnes I ramember,
and also the Univevsity of Michigan. It éeems to me thazs
is another one, the name of which I don't recall at this
noment.

Q If I just call up the Wharton School and sav,
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5;: 5 ' TI'd like you to give me access to the Wharton esoncmetric
model that Mr. Dan“on of Consumers Povwer saw,” I'd be abla

to £ind out?

A, I dea't know.

Q2 You doifi kxnow.

Does it have any morz spreific name o it?
A I'm sure .¢ does. I'm not familiar with it,
o Whnat did lir. Denton do with whatever he got Zron

haiton, ths Univecosiity of Midhicvean, and scmabody alca?

k. I think Y ircorporated =~
: o No, no. Do you kncw?
A No, I do not Xnow.
Q Q Denton wvas cne of the people that you encoded?
& No, =sir.
2 He wasn’z.

So pu kno'r what lir. Denton's views ars on the

prospect of increased industry in Michigan over the naxt ten

vears?
A Not speciiic=lly.
0 Did you a3k him in connection with the Exescutive

Revien lorecast Comnittee?

Yy

; R I did notc ask him.
2 Do you mow if aayone 2id?
Q A I don't kacw whether anyone asked him cr not.

&

a 5id the Ertzcutive Review Forascast Cormiittes consule
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the load forecasting study that was preparad by the Rate
Cepartment of Consumars Pouer?

A I would likc you to be a litile more specific as
to what study ycu have in nind.

Q Well, ycu toll me if aay load managemant survey
prepared by the Consumers Bate Deparzinent was uced by the
Executive Review Committae.

¥R. ROSSO: 1I'm sorry. Iaitially you asked for
a forecasting study, and znow you'ra asking for a load aanage-
ment survey. [Thich ome aras vou afzef?

MR. CHERRY: I always ask nmy last quastion.

TAE WITNEZSS: I 'can only speak for myself. I did
not se2 a formal report.

I &o know that they were making such a stedy, and
I do know that it was part of the input that finally came
about this raquast to make the total big study that I referzed
to earlier; but I did not see a specific study.

BY MR. CHER®Y:

1 What impact will load management techniques have
in the future in connection with the consumptiion of electricicy?
Do you know, over the next tan years in your service area?

A Well, I know what scme of the possible effects
are, but that's one of the big problems. Thase things up to
this point are largely theoretical.

They may work with great afficiency, and they may
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not; hut the general desired result of lcad mancgemaat is to

divert or transfer cer:ain loads firom one time cof day or cne

time of the month to aicther time, whzan it can be surplier at

less cost and possibly with less wacsie or losses, and therefore

make more efficient us2 of whatever asnsrgy supplies there are.
I think thait there will ke some benefits to come

~out of this practice.

-

0 You didn't include thoze specifically in your
encoding ycursel:i? -
A There are zo specific answers to include. Thev

certainly entered my considex;tions as I formed my judgment.

Q Don’‘t you think that ycur forecast that you've
just dsscribed on direct and cross-examination wou.® have
significantly imorovaed in terms of its accuracy if you had
done it pursuant to sume statistical analysics or econometric
mode.l?

A I don't be_.iave I have said it was not done pur-
suan: to those tainus. As far 2s I'm ccacerned, I think our
forecast is excelleat.

Q Excellenc.

How many pacple are on the encoding committee?

A I did all >f the enccding.
Q How many n2oplae did yvou encoda?
A Five, cther than myself.

Qe How long was your epnccding seszion, yourself?

— . et . A
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]
‘ua A 1 thiak I took about, on, probebly about three
/ hO\l!".
Q Would it be fair tc say that an average of your

enccding sessions with the othar Pecple was approximaely
three hours?

No, the average would b2 much shorter.

Two hours?

I would say an hour ard forty-£five minutes.

R - T~

Let's say two hours.
8¢ in thirteen hours you and thess other five men
Sat arcund and you figured out whag electricity weuld do
: 4 over tha next tem yeirs, but you never asked them what the
’_) | basis of their de~ision was. Ts that abeut right?
| MR. ROSSC: Objection. Arguantative.
CHAIRMAN COUPAL: Overzuled.
You may explain your answer, !r. Mosely.
THE WITHESS8: T did not ask tham ths speciiiec
' question as to what they based their answer on, because there's
0 end to this thing. I would then have been influencing
{ what they might have said.
I tried to create the best atmosphere and the
best ground I could and the broades. ground so that they would
indzed exercise their indevendent and Zull judgment, but I
. , did not ask them hew or vhy did they come up with their

answer.
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BY MR, CH3IRRY:

o It was all done in thirteen lhwours, total?
A I 2hink 8o, but, Mr. Charzy, chat is really a

lot longer time than we usually take in cominy to these
judgments.
0 So you asially do a forxeecast in a 12% lzzs tran
thirteen 2woura?
MR. RCS30: I object o this. his is verv nis-

\
leading, “you do a forrecast ir a Lot less tima.®

d2 knews larn wall ¢he wistneosgs ig talking abeut
the dalibarations of the commitiae vhich reviows all of =he
inputs of the compinr., This is just a misleading l.ne cf
questioning, and I echject %o it.

MR. CHERRZ: 1If he didn't ashk somebody waa: his
inpat was, how could he review is?

BY MR, SRAY:

Q What did rou mean, ir. dcsely, whaa you =-

¥R. RUS30: I mova that that L2 strickea.

CANIRMAN COUFAL: I didn’t hear it, bhut 2?11 strile
it.

MR. CHERRI: It waz pre:tty good.

CHAIRMAY CQUFAL: Co ahead and ask him 2 questicn.

Mn. CHERRY: Will you strike Mr. Ro2zo’s ramaris
bdefore that, becausze minz ware in response to his. They

wera gratiaitous, tr. AaAnd I want you to admonish hin.

(Laughtazr.)
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CHAIRMAN COUFAL: You're admonished, Mr. Rosszo.

MR, CEEBRNY: Will you strike his remazka, too?
I nevaer asked you to do a strike befcve, nzver.

CAAIRMALI COUPAL: I'm 30 upsat by your asgking me
the first time that I just den't %unow how to reast, ro I'll
not strike chem.

BY MR. CHERRYZ:

Qo Mr. Mosely, did you ever hgar these words:
"The first attzapt to guanitify rzlatcive dogrces

of certainty Jozr fubure cnerty salzs Las bgen intovogh-
ing and informativa. We have mere o do respec:ing
mazkat analysis ond perfecting our techniques, but

we believe thase procedires will prove to ba very
useful for forzcasting purroses.”

Eave you over aesrd those werds?

A Yes, siz,

2 Whose ara thay?

A Mine.

Q “het were youv dazerining?

A The applicatio.. of prcehbability to deecisions on

loaed forszcasts.

Q And ydu were saying that was the f£irst atterpt
Corsumers made at it.

A It was the first -- I guoss maybe I said attempt.

It wvag the firct time we had attempted to apply it to load

forecasting in Cencumers Power Company.



Q ¥Ycu described it as interesting and informative.
N 23:3) 311.'.
G You said you had nore +o de respociting market

analysis end perfecting yvour techniques.

A T™hat is ccrrzot.
Q So you agrea that the tachnigues that were us:d

vere not perfect.

A Therae's notiing pariact.
Q Well, what do you thinic has to be dene Lo parifact

the teclmiques, than?

A Well, theve are a aunbar of things.
0 What are thav?
A Well, first of all, there has to be ancther

enccder next year sirce I vill not ke thera.

e That's jurt an al.‘:a?native to you. Is that waat
veu neant by that, peyrfect thz2 techanique?

A That isn't all I meant.

Q 3ut you meant in perfecting techniques ==

CHAIRMALl CCUT'AL: ILet him finish, Mr. Cher:y.

MR. CHERRY: Oh, I'm sorry.

THE WITHESS: I meant that you need a very
acconplished enceder ©o do this right. He has to be sura,
if he can, that he i avoiding such thines as anchoring,
where a felleow has piroeconceivaed pesitions that he wants to

defend. You have to try to aveid such matters as prejudice:
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&:u Deas it mean something to his oses for him to come up with

a certain answerz?

You need te go2t a percen in the frame of mind
whare he is thinkirg and conceacrating on what he is deing.
Therc are tz2chniques for the linds of questicns that should
be answered, and that sort of thing should be worked on. It
shculda't be deorsz by zomcone who knows nothing about it.

So that's the kind of improvement of tachniques
that I hopa will bz develoned.

BY MR. CHEXRRY:

48 Do you reca:rd yourself as an accomplished encoder,

Mr. Mcsely?
% A I ccnsider nyself much zbove average, but I'm

certainly nct vhat I would call a real expert.

e How many times have you enceded people?
A Ch, individuals, prebably twenty.
Q Twanty individuvals,

In connecticn with how m2ny subject mattara?
Because you did five ia connection with this load forecast.

MR. ROSSO: !ir. Chairman, I'm going to object
to this line of questioning. 1It’s geitting pretty far out
on the fringes, I think.

CHAIRIIAM COUPAL: I think the wvalidity of thez

study has to do with how well tha study was performed, and

o

I thiak theses cuestions go to the expesrierce of the ercoder.
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Overruled.
BY MR. CEERRY:
Q Mz, Mosaly., how many other projects were involved
in the encoding of the other f{ifteen peopla?
A Well, in the course of the werk that we've beca
doing in the company wierc we have been applying this tesh-

nique to scme other subjects, such as == in most cases w2

haven't used it for definitive answers. Wa're training our-

selves. Ve have two or three other men who ara now beiny
rwained, so part »f vhis is a training process.

But we do it on such things as tha probacility
of a rate increase, the probability that a rate increase
will come through on time, the prcbabilities that a bond
macket will be goed at a certain time or that it will be
bad, and the probasility of cartain construction plans as
te whether they will underrun or overrun.

There's a whole scope of applications iu which
we are doing this. We've been at this develcpment precess
since February 1975. It is on this load forecasting is the
first time we have used it for a definitive result for the
company.

2 So the first time that the company in this
development process has decided te rely in effect on the
reuults of the prcbability encoding study is this particular

forecast?
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‘:m-.u A That is corraect.
g (1} How long wara cach of the other fifteen encoding
sessions that you had, these practice sessions?

MR. ROSS0: Cbiection. Irrelevaat.

CHAIRMAN COUFAL: Overruled.

THE WITNESS: I don't remember. They were cer-
tainly varying lengths of time. Some of thenm nmay have been
as ahcrt as fifteen minutes, depending on tha subject. Scme
of =hem may hove been an hour, hour and a hall,

BY MR, CEERRY:

Q Who is the next member of the group that you
encoded for the forecast?
Q : We have Lowell now. We have Kluberyg. Who is
ancother qguy?

I don’t mean in order; I just want to know the

narne. .
A Well, you said nezt.' : -
I mentioned Simpson.
Q Simpscn was the Vice President of Distribution

or scmething or thza other?
RS He's the Executive ;lice President of Distribution
and General Services.
0. What experienc2 has iMr. Simpson had in Forecasting?
O HR. ROSSO: Kxcuse ne. We already went through

Mr, Simpson.
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‘*a £1S MR. CHERRY: I den't think we did.
: TIE WITIE3S: MNo.
MR, ROSS0: 1I'a sorzry. I hougit we had.
MR. CHZIRRY: “ay atisation.
27 MR. CHERRY:

Q Mr. Mosely, what erperienc2 has Mr, Simpson nod
in praparing Zforecasting studies?

2, Weli, 12 hasn't had all that much direct sxpori-
ance in the elestric business. bu%s hz has 2 wary loug buck-
grcund in gas.

Q He®s your gas maan?

A That's richt.

I doa't know whether ha's just beeon on2 or Lo
years on the Exscutive Review Comittez Zor electric, bat
he has been on the Brnecutive Review Committez for gas I
guess ever since Pay 1, at least as

Consunars Pcwer Company.

Q Did he think it wae gecing to yo up, tco?

A what was going to ¢o up?

0 Blectric consumptica.

A He thinks it will incrzase.

e By how much?

A tle'va got 2 curve. It': the ailferent prokabilities

9/ of differant amcunts.

N

Q He thougit it would be around 2 perceni, dicfn't
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he?
A Az I remomber his curve == and I ought to refresh

it == I think thas he sa2id it was going ¢o ke betwsen 2 aad

2 So he wasn't part ¢f the consencus of 5 percent.
He thought it was geoing == ne thoughi it had a range of 2

to 5 perceant.

the sease that he reallv thowghi that the 3.2 was too high
On the othor hand, there wera some gentlemen whe

felt that 5.2 was too lew. o tha best of my remendrancsa,

he was the only cne what thought the 5.2 was too high. That's

the way I roemomber it.

0 Would it be fair ¢o say that the ccnsensus of
the Energy Executive Review Comuittoe was that 2leetrical
anergy .ill increonse over cthe pericd of the forescast of not

less thaa 2 pmercent and not greater than 5.2.p2reent?

g A Mo, that's nct ixue,
Q That's n- ' trae.

That it's going to be 5.2 percent?

A No, that's not right.
Q Well, hkowv would veu state it's going to be?
A Well, I would say that the mest likely = the

greatest expectation for aay growth rate is that it will be

at 5.2 percent, but there is some probabilily, some likelihocd,
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that the growth rate could be higher and there is some
probability, some likelihoed, that the growth rate will be
lower.

CR. LEED3: Mr. Cherry, I hate to intarrupt ysu,
but I'é like to ask him a question bacause I'm coniused azcut
a point. May I?

lMR. CIERRY+ Sure.

DR. LIP0S: Mr. Hosely, I think earlisr I thougat
I heard yocu say that 5.2 waszmost prokable or scaevhing like
that, and now vou're saving mesi expaccad.

THE SIITNESS: I've used those terne ianterchange=-
ably, most expecied and most probable; and there's another
term that is used, the hichest =ipectation.

DR. LEEIS: Okay. Would you tell ms what you
mear by those terms?

THE WITPESS: I will txy to.

There is a probabiiiiv distributicn. It may Le
thet you'rs familiar with the beli-shaped curve that is the
density function for flipping a ¢o2in or somethlnq of that
sort.

The greates: probability, if you go through a
large number of fllps, i: you're going to say, "Well, d> I
have nmorz hazads or mere tails,® the grsatest probabiliky is
tha: it will be balanced. It will be just about a2qual.

Thera i3 some probability that 90 percent of

L e o
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’blua vour #lipe would come up tails. There'’s a 90 percent prcb-
ability that 90 percent of your flips would come up heads,
but those are very rars events —-- wait a minute. I said
that wrong.

.re’s a 10 percent probability that you'll have
90 percent heads. There's a 10 percent probability or scme-
thirg like that that you'll havé 90 percent tails. Those
are vary remete probabilities, but there’s a very stroag
pvob#bilityAthgt you'll have just about eqal heads and
tails out of a large nurber of £lips.
8o it's the sare with this. You get the probability

% of a sund gronting 20 L perxcent, probabilitr of it growing 2
perceni, probability of it growiﬁq 3, and you'll find that

due to the shapzs of the curve that it indicates the greatest

probability is for it to be veiy near 5.2 percsat.
Thore i8 come probability that it will be all

=nd 9 othar values.
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JARB/L0 DR. LEEDS: Are you pletting probability “density
‘mrol i
2 | functichs?

R 1e
- |
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i 1ES WITHESS: Ve are really plotting cumulatbive
]
a1
- 3 " s, 23 o Sem 2 Se 9 - Yy - 4 e S H
robability z2nd £rom tihat wa can plot Zha density Zunctien,
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but the dei.sity function haz itz pazk where the cumnlaitliva
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prebability has the greatest slorpa.
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dansity Suncticn and the density Zunction -aolis 2% 3,2 zap-

|
- ! - . ’ v
i1 DR. LEEDS: What is ii2 mos:z sxpecied?

THE WITNESS: That's the sane thinco.

i
R
’\ i3 ! OR. LIZEDS: Thank you.
)
;

i
~

- - . R P = - o $ e 3 sadesse
Sxcuce g, Mr. Chovrry., I apclogize fo: inter-

G

rupting.

15 MR, CIERRY: No: you don't have o apoicgiza,

57 4 . 2Y MR, CHERIDY:

i
13 1 Q Bid the -=- didi’t the probability encedi; nC team
i3 § put down a probability of o ere’zca for diffgran®: growsh

20 ! rates?

21 g! h% Mr. CTherry, I have trouble vhen veou are talking

22 abcut- tha euseding team; ona rserscn did che ancoding. The
: 23 otliars wara the ccamittes WnAC wera being acked :*-Ic: trzir

information.

L

(
v
(4

Qo Who wre the same pzople who were encodzd?
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A That's correct.
Q I r2fer to that whole group as the encoding =eam.

other five; chkay?
A {Nc rzaopernse.)
Q Did the ercoding team eventuzlly arrive at a

list of prcbakilitics for different growth lavels?

A Yes, sir.

41 Jeur ansver is ves? i
A Zes.

Q And ig it not trues that by icoking az ithosa

numbers, the majority of thcse six people belicved thaiz =here
is a 50 percent probability that the =nnual growth rats will
be less than S percen:?

A I don't know that. I haven't locked for =hat:
aumber,and I caa't tell vou that witheus lccking.

Q If a majority of the tazm beligved,these sixz
pecple,vthat there was a SO percent prokzibility that the
growth rate would be 1la3s than 5 percent, if that ware
true, how would that impact the 5.2 percent level salec:2d?
Weuld it have a ternceacy to decraase it or inerease it?

L I can't tell without analyzing the entirz wid<h
and krzacth cf all cf the curves asc to what that inpact
weulé be.

Q Well, let me ask ycu this questicn:
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Would it ka possible for a group of pecple to
arrive at a consensus of £.2 percent growth of thev beliaved
there was a S0 psrcert ianca that i: would be less than

S pexcant grcwth?

A That's pecssible.
Q Wiculd it be -~ would that pessibility ba remote?
A I really cen't kncw. The thing of it is, that

these curves don't all have tae szzm2 shape. Scae 82 tham
think there is a stronc pogsibility tha: aciual grow:sh cannos i
be citsice 2 cortain bound. And when thay take a Dosition
like that, why it mzkXec a certain £lat place cn tha curva.

They then think that thz possibilities of it eing in ancthar

range do range widely. And sc a curve can ztarc ocut flat

¥

and taks a very severs jumg and it dsponds on whera thoze

chances of their evaluations take place, 25 to what =he

eventual effect will b2 con ths cenzzasuc. it
Q Now in your lettor summarizing the resulits of

the encccing, ycu said thay had a merfect -- tc parfact

techniques, you caid that more market aralysis or racearzch

kzd to be done; do you rememker saving that?

A Yes, sir; I do.
Qe What did you mz2zn by that?
A Well, thare isin this naw era cf uncertainty,

abount ccdas there ars new elementcs that have to be considered

in a depth and with 2 precision that dié not seem to bs
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necessary in the past. And we are particularly concarned
abecut switchzs frcnm ona fuel to aacther.

And also, just wiat end us2 cur sustomers and
other ussrs of energy maka of energy they get.

So wiih that Xncwledge or thet impression that we
need a lot more fundawental iaformation as.to wihat our cust-
omers may do as tray @xerciza a naw szt of options, it has
basn reccmmendad that -- and our management has decidad =o

Bt2rt a very extensive sand-use suivey.

2 Erd what?

A End-use survey.

v} What is that?

A What?

Q2 What doec the end-use rafer to?

A The end-usz cf the onergy, what do our custonars

do with :the energy thay have.

[} No ycu think that's relevant?

A I dc.

Q You reallvy &o? Why?

A Beczu:2 we arc in the enersy business and if they

developed new usas, or if they have opticns to change, if
there are other comecetitors coming in that will affext the
elacitrical locd growth.

Q Tou would agree with the statamant that the

end-useof enargy is an important facter in analyzing whkether
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4 garticular dsmand will be necessary?

MR. ROSSO: I okj2ct s that question. It ia
very vague. It will ba necessarv: I don' understand cthat
that means?

¥R. CHIZIRRY: That the end-use of electricity ought

to be analyzed and -~ in determining what capacity is= nccessarﬁ

o -

for -=- cr vhat peak demands may obtain.
BY MR. CHERRY:

Q Would vou mree witn that?

A I agrse with that, but I also must add tha: the
and-use of other energv forms is also aqually important. And
t+hat is what we ptoﬁoééJto go iato:r both ctﬁer enezqgv - forms
as well as electric.

Q I agree with you.

Ncw vou told me earlier that cne of the things

that might dacrease damand would be an application of en-

- vircnmental reaulation?

A Yas.
Qa Now would it therefore be also important to take
a look at the environ;ental affect of these different eneréy.
end-uses?
MR. ROSSO: Objection. This is way bevond the
scope of the testimony of this witness., Mr. heryy 43 trying
\

€0 make 2 legal argument which he already lost bafore the

Commigeion and did not apreal to the Court of Arpeals

e T —

———————. U — g .

———

o~ —
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and is not cne of the remanded issues in this case. He
is *aking the wordz and-use as usad by this witness and now
twisting them to his meaning of it.

CHAIRMAN CCUPFAL: I ;hink that there is a point
that chat objection iz going tc be gocd. But I don't thi;k
it is necessarily godd on tnis question.

MR. ROSS0: May I have the question read back?

(Whereupon,the reporter read th; rending question

as requestad.)
MR. ROSSO: 1I object on the basis thac tais is
a questica that is beyond the 3C2opP8 of the witness -- of ths
expertise of this witness. He basn't been here to testify
about environmental uses, environmental effacts.

CHAIPMAN COUFAL: Overrulead.

BY MR. CHERRY:

Q Mr. Mosely?

A I think that all relievant pertaining > end-use
should be considered.

Q So you would agrze with me?

A I will have to hear your specific guestioa to say
that I can agree with every word of it.

Q I thought you would listen to it when it was reac
pack? You told ms cthat taking a look at ths and-use of
electricity is impcortant in determining demand and capacity.

What I want to know now also is: Do you agree,

—y
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because of your earlier testimony, that environmental regula-
tion may have a tendency to demand -- dumpen demand, and
if you agree that we ought to look at tﬁe anvironmental impact
of th;t end-use of elactrici*y in making this analysis?

MR. ROS30: Obiection, same objection.

CHAIRMAN COUFAL- Overruled,

THE WITNESS: I don't thiak that Consumers fcwer
Company necessarily needs to do that.

3Y MR. CHERRY:

Q Do you think it is relevant to the ingquiry?

¥MR. ROSSO: Objection; vague. Waich inguiry?

CHAIRMAN COUPAL: Can you cleaa it up, Mr. Rosso?

BY MR. CHERRY:

2 We are talking about detarmining capacity and
demand, as you fosecast, and we startad cut that one of the
things is enviromeental regulation. And wevgo into this
end-use and then environuantal impact.

Do vou think that analyzing the environmental im-
pact in connaction with energy and -- end-use is important
to the overall inquiry of forecasting Jemapd and capacity?

MR. ROSSC: Objection.

CHAIRMAN{COUPAL: Overruled.

MR. ROSSO:M Continuing cbjecticn.

THE WITNESS: I think it has a place in it, but

when you say it is -- is it important to it, well, the main
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thrust of this incuirv sheculd Le is wihat is geing tc ba the

PR - “AA S & &0 Ju 20 8 . o v - g - eja -3
dow there arse 120 thiangs that can JERECE cn :nst.

.

worldn't ba aprrozriata.

3Y MR.CHELRY:

Q i appreciate that; to stichk your head in the sand
akcut any paztiéular outsut or laput would ks inappropsiata.
I egree with has, will uce it ia mv Lrief.

vew what I vant to know, Ur. Noouely, g ziooiw

Ycu belisva, do you uot, that if a partien‘ars
2nc-use has an snvircamental impact waich scci ity baliares
iz diszdvantagocus, Lhat weald have a tandency to increass
regulation vkhich migh: ¢tkeon danpen damand; do vou agiea iith

that as a possibility?

L X3

AN

(2

- . <
L2232 DOL

T3E WITNESS: Tha print of it ic tha
so much cencerned with how Liese things interoct as we are
with the -- what thacustenmer iz ¢oing to do akent ic.

The custcmer is the cuv thaz turns on ths svitchoes
ancd turne thenrcff., And w2 are more concernzd abou: ia: he
is going ¢c €o as long as we arc cencentrating onwhat our

lecad is geing to be and that is what we are concentrating on
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here.

BY MR. CHERRY: i

‘

a Mr. Hozely, is it a bet:er #hing

Seingy equal, to ovar-estivatcs or under-2stimate in fora=-

cast?
A That depends on whers 7ou ara, vhen you ars, andé
S0 Iozth. It is always best to forscact Praclsely, which is

an impeossibility.

Qo what is sacend beoi: ovar-estiimalting or undsre
estimating? ;
|
2 Well, thac has two answers in my experisnca. Scv-

eral years ago it was better to undez-gstimate. And the

reason it was botier to under-estimate was that with resnect

tothe

0

Scurcss,vou could build a2 new plant toc carry tha |
load in abew: two yr.ars, tﬁo or three vears. Ycu could 2ut
in 2 turbine place in e or tiarsa vaars and Sarry the load.

That option is no longar cpen. So ven can't
afford tec run that riski witchcut jeopaxdizing your utility
responsibility to mee: the icad.

SO there is a much graater burden on having a good
and accurate foracast now chan thars useda to be. It hurts
the cumpany as well as the customers if vou overactimate.

Q Hew is that?
A Wiall, 1t is because the coupany has idle

r2scurces that it dcesn't make a raturn on, and the customer
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prceably has to pay somewhat highar rates as a result o: it.

Sc there are two streng arguments for not having

toc much capacity.

Q Now, Mr., losely, who else did vou .oncede?

A Mr, Ycungdahl.,

Qo Ch, !oungdahl. Ah, gee; what does Nr. Youngdahl
do?

A e is excscutive vice-prasident of energy supnly.

Q Did you knocw that Mr. Younzdnal do2z not belisvwe

that thexe should be any sceial or welfars purpose to b

P
W

accemplished by rate structures; did you know that was Mr.
¥oungdahl's opinion when ycu anccded him?

A " Neo.

0 Do you think thas Mz, foungdahl, if ~- holéing
that opinicn, would h;ve a bias that would nct ke a gecd
thing to have in ¢hnis enceding aralysis

A I don't kaow,

0 Well, if somecne decp in their haart with all their
might believed that thay don‘t want o see inverted rate
strucutres ané they just scra#ﬁed bloody .mad about that,
that == and yon knew asous that, would ycu salect that

ruon as an appropriate exampla to encoda?

A No, sir.
Q Zou wouldnit. Youngdahl theught it would go up,
didn't ha?
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MR. ROSSO: Objection; vague.

BY MR. CEERRY:

0 WWasn't Youngdzhl's highest?
A I don’t recall that.
Q If you lecft out Mr. Youngdahl's view, wha:z would

the percentage be?

A I don't know.

Q Would it be higher or lowsr?

A I don't know.

Q Wnere is Youngéahl's surve, his marticular curva?
A Well, I had it in a file,

Q It is in a pile?

A A file.

o] A file.

You might take a lock at it because he wrote Mr.

Temple about a yesr &go and said it was a scandal to think
£ inverted raie étru:tures bacause they ought not have any

social or weifare purpose..

And you zold ns tnét would be suspiciocus advice
80 you wouldn't enccde him. He did say that. If you like
vhen the hearing is over, T will show vou the letter he
wroce so you might take a look at what the forscast might be
without him, you know, because I am pretiy sure he is on thes

high sids.

MR ROS3Q: I move that that be stricken as counsel’

3
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testimony.

CHAIRMAN COUFAL: If you want to get into &F & by
asking questions, it is a2ll right, but you have made kind of
a speach.

MR. CHEREY: I lhave already asked the wndeslving
questions and the answars ara in che reeccrd.

BY MR, CEERRY:

Q Mr. Mosaly, isn't it true, that when a utilicy
decides 7n what a forecast is going to e, it has a tendency
to ovarforecast basause the way a utilicy makes money is Zrom
rates and you get races for ceonstruction permit?

A Not in.my exparience.

Q If Consuners Power Company service area stayed at
no growth for the next 20 years, for examples, wouldn't the
orofits of Consumers Power Coapany decline?

#MR. ROGSO0: I am sorry. Could £ have the ques-
tion read , piease?

BY MR. CHERRY:

2 I said if Consumers Power Company's service area
stayed at a zero grdwth increase, in other words, leveloff
in 20 years, wouldn't the profits of Consumers Power Cocmpany
decline?

% A I can think of pluses and minuses. I don't which
way~£; would balanca.

2 But do yéu beliave that -- by the way, didvou




-

‘ barbl3

" ———— - ————-— > - —— .

-——_— i~

Zdn 210

e — - ————— et

e ————

3322

enccde yourself on erercy per unit of output from che :rans-

pertation szetoz?

A o, sir.

2 Zeu dicn't? Isn't G4 one cf vour cusiomncys?
A Yes, sir.

Q Didn't you zncode yourzeif on whethar or nct

Gi1 was going toc ba more or less intensive a ccmpaay ia :iagms
of snergy ues per urit of outpui?

A I guasy they are still havinc a problea with iha
encoda work, which I zacwet. I had Genrol iotens vary nuch
in my mind and =0 forch, but I didn't say: Whie are £ha

probabilities over this whola range? That is what encoding

is all about. I can ask myself that Xiné of a 1quastion.
4

o e 5 4 S

- — ]—— 47 . ——— . &2 . 7

o —— — .



Q Ch, so tha% you didn't really encoce rourself.
You thought aboui iit.
A I vas perlectly aware thinking alout it wien I camz
up with my aaswer, i vas one of the important elzmants.
Q Okay.
Did you think about '.aerzl Motors when ycu made
your contribucion?
a I certainly 4id.

¥ Clhkay.

over tha next ten years?
A low are you talking about manufactur: or a- vou
talkiag about voad milcage or what?

R No, no. I am talking Lcu: 2 nmanufaciurer. E£Zo7

much energy it :akes €0 --

A Build an autcmobila?
Q Right.

O

id you thnink that psr uniit of output was geing <o
go up or down?

A I basically think it is going to stay essentially
the saxme.

-9 oo o
Gl is :mking

nacus effort to cut back on the

(%)
{;.
f
o

axount of energy that thov rut into autonobile manufacturing,

dut at the same time I have a2 feeling that they 2re going to



ba pushing come of their other gasz
scme of that over “e electriz. So
that an aucomobile, nine years frem
havz just about as much elecirziciucy
Q But you wouldn't projicct

use?

3323 ?

and oil =-- are goirg to swi

I wonldn't ba surpriscd

You figure all of tha factors would have a tendency

£o stay the came?
A I tend in this case to s
little, Sut not a ¢reat deal.

Q NMew if cars which ar=a le

ay yes, it will iacrezze 2

38 eneryy intensiwve than

trucks -- if{ more cars are buil: ten years f£rom today than

less cars thzn today, you would think that the use by Gi would

farcher go down in connoction with
A Wall, if they build more
than they do cars that use a loc: of
dovmn.
0 What i3 the prchability
about the size and power over the
Did yocu factor :that in
A Yes I dig.

Q £id yeou think thay were

smalier, or what?

tas mix?

cays that don’t usz electricis

elactricity, then it will go

or wha: was youx

’f
U

l —ng

naxt ten vesrs?

i

«)

in your analysis

going to g2t bigger or

A Well, at the tine that that foracast -- that thing

was done, which was in Septamber, I

vas oratty disillusioned

-
-
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because I had beern cne that tkought cars cught to get smaller,
and I drive 2 small car myceif. And I had beoen all in favor
cf that trend.

They were talking cbout the market where big cars
were gtealing all the mazket and little cars wers a glut. And
2o I had tempered the growth of littla cars quite a lot in
my thinking.

I might corme back a little bit the other way i£f T
was ¢gcing to write tcéay, becauce I feel that the expariences
of energy shortage this winter and some of the‘staps tilate
the new administraticn is talking aktout, may, irndeed, push us
towards smaller cars.

Q Ard what would chat do to the 5.2 percent figura
arrived at in November? Cacrease it?

A It wouldn't have a significan: effect in itseif
on that zotal nwrber. 2ut I guess if my poziticn pravai’ed,
it would have the offect of a vary minute decrease.

Q Did veu listem to Preogidsnt Carter the cther night

on televisicon?

A Unfcrtunataly I only heard atout the las: ten
mi.qutes.
2 Di& you rcad his speech in either the Times or

the Wall Street Journal?
a We, I reac reports of it but nct the entire speech.

Q Ar2 vou aware that he placed energy conservation
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. mend as the number cne priority of the federal govarnmant?
J

ek A I was awara that hse placed it vary nich.
Q And h2 conaidered it both mandazery and valincary.
H2 said we would lilke you to do it on your ouvn, du:
i you don't, Mr., Schiaessingar may help you ocutk.
Is that how you undarsiand cur govarnwental policy
today?
5 A VWiell, not quitae thzt == well, to tha: affzce.

2 Chay.
Now, did ycu ccasider ' that govarnnent polizy,
i.e. that there will 32 voluntary ccnsaervasion, bHue is iz
doesa't work, mandatory consarvation, during Hovambar 197¢ when

Q you did your prebability snccding?

A I thought that was a sosgibilicy.
Q What impact 4id yeu get?
A Viell, it was just cnz of tha things =hait laot me

come up with my partizsular distribuiioa.
I dién't put a spzcific nunber con that itam.
Q Ycu didn’t zave a probability?
A Not of that specific itam, no.
Q I see.
What did you think of the FPederal Energy Adainistratin:s
Guideclines cn conservaiion?

Q Lid you input thai?

A I really és2't kacw vhich quidelines you are talking
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‘ mn5 about, or what date.-
ol v} How about th2 Energy Conservation Aci?
A I am net very familiar wizh the provigicons of the

Ensrgy Ceongervation 2ct.

Q So ycu couldn't have usad that as an inpui?
A It didn’t kave a major impact.

Q It may not have had any?

A Mey not.

R Parden me?

A It may notk.

You don't know what it is, right?
I know it exists.

right.

¥ OO0 »p 0

And I knew what its obiectives ara. I don't ramenia:-

tie points of implementaticn, and “hat zor: of thing.

Q What are the factoars that tend o incrase danand?
= Well, I guess a meior one is thrcugh whatevsz

Frocess,we have an abcunding, rigorous, climats over caveral
y2ars. These rzpid ups and downs are nct that impertant, but
long, contiaued eccnamic health and expanzion have gauarally

been asscciated with large increases in the us2 of eloctric

enargy.
Certain vagulations by ragulatorvy and govaernnenital
./‘ - bodies could make electric enaTgy more raadily availalklae and

cheaper, and cherefore could ceuse some growth.
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I think I mentioned a whil2 ago, rampant inflation,
which I think czn ke & twec~edged zwerd. I £hink it con causze
short-range increaces. and if they hacren at a time vhen
resources are otherwise deplated, why it can wriggar vary
serious shortagas by causing rapid grcwsk.

There is a matter cf the abundance of fuel or =he
shortage thereof, but abundance of fuels would tend %o insreace
certain activitias, and might have the effact of increasing
electric ase. Although there is the concspt that it bsing

competitive with electric enargy, might keop it down.

2]

But ian general it would contrisute to, 7,
ranufacture of automobiles and certain eccnomic growth that
I think on balance would expand the use of alactrie enargy.

AT the moment, I guuss taat is akcut all I ramembas.
I am sure there are cther itams that I have iizstad, sut I
doa't reczll them at this mement.

c Now the cres you did lizt ==

MR. RCSEQ: 1lMr. C.zirman, excuces me.

It is almcet 6:25. The witness has keen ca the
stand now for three hecurs.

C™.JTRMAX CCUFAL: ilcw much more do vca have ncw,
Mr. Cherry?

MIR, CEEERY: Frchably 6:26, I am almost done.

CIAIRMAN CCUFAL: Do you think you can stand it

for a few mors minuvites?
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THE WITNESS: Yes, for a few.
CHAIRJAN COUFAL: All right.
8Y MR, CHERRY:

Q You listed threz factors that vou thought night
have a tendency to increass growth: akundance of fuels,
rzgulatory bediss take stens to make electricity chearary,
and a high, intans2 sconomic growtn over a relatively long
pariod of tima.

A Yes, sir. s,

Q Do wa have, or do vou forasee over the next ten
vears, an abundance of fuel?

A No, sir.

0 Dc we have, or do vou forasee over tha next ten
y2ars, the regulatory agencies maxing ala2ctricity cheaper?

3 I do foreses scma better climatz in the ragulatory
area, vas.

Q When you say a better climate in the recgulatery
ares, I am talking about resoulatorv agancias doing thiags to
make enargy cheaper.

A Well, if I said cheaper, I'm sorrv I said that.

Relatively lass costly, I should say.

Q Relatively l23s5 costly to the consumer?
A Yes, than cther energy sources.
Q S¢ vou think that thers is a chance that

regulatory acencies might do that?
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Q rm8 A ves.

Q And do vou foreses a aich, intense cconcmic growth
over the next pericd, s2veral y=ars?
A I see a gocd probability of that, ves.
Q If you were wrong on the last two, would you
change ycur 5.2 grcwth rate?
A If somecne told me there is absolutely no chance
of those things occurring --
Q Well, a small chanca.
A Weall, an insicnificaa: chance, then I would change
my forecast.
0 Now you said if you were making your encoding
Q ) today, you would mazke some changes in it. Ycu mantioned chat
becaus2 of the enercy crisis ycu wculd have a tendency to
give more impact to tre future of smaller cars, right?

A I think, tc quote me correctiy, I said there would
be an infinitesimal change.

Q Are thers any other things that vou would like o
tell us abecut that might change if you were making your
encoding teoday?

A No, sir.

Q Nothing elze.

MR. CEENRY: Well, have a nice three months,
‘ . Mr. -- what happens at the end of three montins.

i a MR. ROSE0: Do that off the record.
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THE WITNESS:

CHAIRMAN

MR, CHERRY: I 2

Thank vyou, sir.
COCTAL: RAre vou through, Mr. Cherry?

Zinished, ves.

EZIVATICH BT TUE EOARD

BY CHAIRMAN COUFIL:

Q Mr.

Mosely, balcre I lose track of this, I am no%

sure that I underscoed what you meant whan you said, when

you wvera discussing ths three facter

with Mr. Chorszy, what

Taogulatory agencies reducing iz pri

-

that you just diccucsed

-

$3 « ~ & - R . 47 2 e 2
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A Well the peints that I have in mind, tie points wera

not Lrought out.

But thza kind of r2a

soning that I have

in mind is that if rate increases can b2 allowed mo=a promptly --

and in that contaxt I am no =all:

I am just tallkingebout the precass working

ag abouvt then

-
eing larger,

more rapidly --

Q Zou are not prodicting thaz the price of elcctrical
enargy acrsss the board iz coing to go down?
A Ho, sir. I tricd to make that distinction.

But just slow up its rise is xeally the

Q Ckay.

P

Thank vou.

ec3z2nc2 of the point.

I didn't understand th2 import of what you said.

CIAIRIIAN COUT:

MR, RCSS0: Well, I cdor't ia

any. I weuld rather do it tomorrow,

: Cc vou have scme redirect,

cw whether we will aava
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But just one Iollowup question on vours, i:
<083 0. BOARD EIAMINIATION
BY MR, RéSSO:

Q ¥r. ¥MCsaly, on this question with regard to
regulatory agancives and thelr effect on the cosc of a2nargy,
ars you talking ahoué strictly the effact on tha cost of
alectricity, or ara von talliing aboui the cost of othex
gources of anarcy?

A ell, in <he concext that I vas snaakiag, I was
talking about the cosz o9f tae oiectricity relative to the
cost of other energy.

Q Por ezampla?

A Well, for oxample anything that can halp to slow
down the risa in el:c:ric powsr whila oil i3 ceatinuing o go

Cp at a very fzet rate, will then help the grow:sh ¢f electriz

load.
Q Aprd will the same be true of natural gas?
A Thz came will be true if thev heve -~ let me c2ll

it favorabla. »liybe X ought %c call it a rail or scmetning

else, Dut if they hava come adjudication or som2 procscses

»-

that make their cos:s rise lass than thoy otherwise would,
then it favors it.

Q Well, I yuess what I am trying ¢S get is, enacily
what vou meant hare.

How weuld daregnlaticn of natural gas, for cxanple,

e e —— . .
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affact usage of alectricity in your analysis?
| MR. CHERRY: Objection.

No foundation. The witness hasn't bsen asksd aay

questions about vwirzther he kuows~a ing akout ragulation of
gas or éaregulation, or wiiztier he is an sconomist, or
wnataver.

MR. ROS30: H2 has besen talking, sir, about the
fact that one of the items that ha locked at was i:he
conparative =--

CHAIRMAN COUFAL: You may answer, ir, loszslv.

THE WITIESS: Well, i; is my view iZf pricinyg on
gas wera dersgulated, then its market price would rise and
that would tend ¢to incraase the usage of electric enarsv.

MR. ROSSO: Thank vou.

That is all I have. I just wanted to clarify that.

MR. COZRRY: Mr, Chaizman, befors wea close tonight
I would like to gaet the intarrogatories. It is now 6:30 and
I am a ligtle miffed that I don': have the interrogatories.

¥R, RCESC: iir. Chairman, if you will give us a
half a second, he will have them.

MR, CHE?RY And number two, I weould lige a conv
of tha Bickel tome with the yellow and the aand'ri*¢na on it.

HMR. RCSSC: You will have it.

A HR. RENFROW: And we have more documents, if we can

hang on, which we will give oui, that have keen raguastad, and
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everyhady will have them over the evening, and I can raspond
to Dr. feads' questicn that he asked me teoday that I promisaed
him an amswer on, abcut the MPCEC,

DR. LEEDS: Eowv abcut the cages, you were goiae o
get copies?

MR. RENPRCW: Got copies of ther and we will juss
distribute them %o everybody when it is time.

I think Mr. Bacen can take this.

(Mr. Renfre:r and Mr. Bacen distributing documans:s.)

CEAIRMAN COUFAL: Hr. Mosely, <tere iz a0 goian:
in ycur sitting thern.

Will you be back tomorrow?

MR. ROSE0: D¢ ycu want him back tomorrow? I an
not sure.

Dees the Stuff have any guestions of ir. Mcsaly?

MR. HOEFLINC: Ne.

DR. LEEDS: I do.

MR. ROSSO: Lo you?

All right, Zine. He will ke back tomorrow.

MR. BRENNER: Mr. Fosso, I don’t think we will
angwer that. We will vsant to lock at the transcript.

MR. ROSSO: Okay. He‘will pe back anyway.
Dr. Leeds has scme guestions of him.

CHAIRMAM COUFAL: That is prettv gecod, Mr. ¥csely,

there is anothar day.
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.m13 THE WITNZS8S: 2Are we on the record?
.
3 CHAIRMAN COTTFAL: Yos, we are on tha record.
(Vitness teuporarily excusad.)

MR.. RENF .‘CY'- My, Chairman, iir. Bacon is coiny to
pass cut the answers to the inte r:ca-oéiea, ard I am going
to give the parties and the Board copiss of the Ransas Gas
and Electric Cace.

(Cocumants haing distributed.)

CIAIRMAN COUTZL: waat tima do wyeu rant €O ccusz
in in the morning? P

MR. ROSS0: Well, not kafore 2:30, I would hopa

9:30 would be all right with me, but befors 9:30 places an
Q awful strain.

MR, HOZFLIKG: 9:320 is the latest, I wecu.d thiak.
Poseibly 2:00, if it wouldn't inconwvenianc:2 anyiedy.

CHATRMAN CCUPAL: WSll, 9:30, buvt w2 will zun lzta.

IR, ROSSO: a2 have been, haven't we?

CHAIRMAN CCUTAL: Yasg, and it may get worse bhefora
it gets bettier.

MR, CHTRRY: Mr. Ckhairman, ¢do I understand tha: whon
wa are finished with Mr. Mescly and ¥r. Bickel, that w2 are
going o move forward with other witnsssas, and they ars
not spread out all over this country?

‘ MR, ROSSO: %Ya will have than here ard xzeady o go.

MR. RENFRCW: We have a great number of witnesses.
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% mml4 L MR. CHERRY: Where is ycur RKceley testimeny on
5 fuel?
Can I gat that in advance?
MR. RENFROW: If you will cive me a chance, 7ou
have askad me for 4U tsns of paper, we will give tiem ouk.
Next, Mr. Chairman, there i3z a2 request for ta:z
trand reportis. I am having them copied and I am geing to
start giving them to ou as I get tiem.
This is che July 14, '76 trezd razort.
(Documents heing harded to partiazs and 3card.)
CEAIRMAN COUFAL: Do vou really want all this on
: the record, Mr. Renfrow?
‘\_/ MR. RENI'ROW: These were rsquasts that were nale.
Somre of these I can, others I can’t =-- trend repozts,
Mr. Chairman, I can pass cut and then Put on the recoxd iater.

CEAIPMAN COTFAL: Well, ¢o aheazd, wut it cn. 2=

)

iong as you arz herz vou might as wsll.

IR, FENT'ROV: "..l3 is the Cotober 13, '75 tranid
reports.

(Cocuments beiig harded tc parties and Boa=g.)

MR. RENFROW: This is thz Cctober 18, '76 trend

(Coccuments boing handed to partiss and Board.)

"I!} £11

R
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MR. RENFRCW: Here's the April 1976 zrends.

{Dascuments disztributed.)

Hr. Chairman?

CHAIRMAN COUTAL: Yes.

MR. RENFESW: I have copies of the rovissd tasti-

mony. I want to be sure that I get it corrsct. What I'm

going to do is tc get you the pace changes that will go

intc the other testicony and be wvery sure that 7o have then

corrected.

This is Mz. Bains' Zxeibiz 14 which has
revised to reflect the new numbars that w2've Deen
cussing.

{Documents distributed.)

Aud for the Rspoxtar's use, I will giva
copies of iz, too.

DR, LEPCS: That's it, just cne sheet?

MR. RENFRCW: That's all for Mr. Heias..

all the chanoas in his testimonv.

kzen

dis-

=]
I
i
i
a

Next is Mr. Reeley, Section III of his testimoay.

(Documents distributed.)

And the Exhibit 16 that goes with Sectien III.

{Cccuments distributed.)

Next, Mr. Chzirman, ic changes to Section IV of

Mr. Keeley’s testimeny. ' NURRE e

{Decuments distributed.)
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MR, BRENNER: The changes aren't marked on this,
are they?

HR. RENFROWV: I'll tell vcou in a moment.

Finally. . Chairman, the Exhibits 17 through 22
that have changed. The onlv non=-chance is Dxhibit l8. 7e
have not provided vou a new copy of that since it hzg not
changed.

{Jocuments digtributed.)

CHRITMAN COUFAL: This is still ¥r., Feelsv?

MR. RENFPROV:s Yes, ixr., These exhibics go with
Section IV of his tescimony.

Mow, if the Board wishes I can give you the page
numbers and the lines in vhich the changes have occurred
o averybody will not have to ¢o throuch znd {ind them.

I will be glad to do that if you so wish.

DR. LZED3: Do vou have them tvrped or sonething?
Or wculd it he orally?

MR. RENFROW: It would have ¢o he orally. I
have cone cepy which I have. There are not that many changes
except for numbers.

CHAIRMAN COUFAL: Go ahead and vead it in the
transcript, vhy don't you, and everyhedy will get ¢ copy
of that.

MR. RENFROW: All right.

Before T do that, I assume that you want to be
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nere when I do that?

CHAIRMAN COUTAL: I don’t want to be here when
you dc that.

MR. RENFROW: Why don't you do that, then, alter-
wards. Let me reply to Dr. Leeds’ quesciocn of today.

The MPSC, Dr. Leeds, does not ask for contracts.
They have =-- Ccnsumers has never submitied in a2 hsering pro=-
ceeding proprietary ceatracts to the Hichigan Public Service
Cemmission.

What they do is they give thom their becok Yalua.
There have been documents that have been given té the MIEC
undeyr an agreement of confideantiality whereby the MPSC can
lcok at them, and they will then give cénsume:s advance
notice that they are going o make them public. They do
not rely on findings fer thin: %hay upnold the claim.

Second of all, vou asked about the contracts. I

~will arrance to have the fuel contraces down hers, I believe

by tomorrow morning. The only proprietary elaim that we may
have is the Bs&W contract. The rast of tham I will not submit
a claim to. We will just turn them over %o you. -
. DR. LEEDS: This is fuel contracts, so I can
get the core, right, all of them? |
MR. RENIROW: That's the last thing I want to
say to yua.DR.

Yo asked me today whether the numbers in the
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PES were based upon ccntract piices, and I could not tell
you. Tha nunbars in the FEE are based on contract prices.

These numbers will changé as the result of what's
been going on in tha last month at Consumers, which I told
the Board aktout: but T do nct beliave, although I would Tather
not state this with certainty, that you could use those
contracts, because I halieve, because of other circumstances,
Consuners is estimating the cost of the first core and
second core rather tian using the contracts.

I would ra:her have the witness explain to you
himself about the sursrounding circumstances, but I'm going
to give you the contracts, anyway.

DR. LEEDS: Did you misspeak? You meant ER
rather than FES, because you prepare thas ER.

MR. RENFROW: Excuse me. It is the ER, yes.

I believe that answers your questions and makes
my presentation cecxpletz to you.

I will read these into the record.

CHEAIRMAN COUFAL: All right.

ﬁe'll be adjourned until 9:30.

(Whereupen at 6:45 p.m. the hearing in the

above-~entitled matter was recessed, to reconvene on

Tuaesday, 8 Fobruvary 1977 at 9:30 a.m.)
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MR. REUIFRO¥: This is Section III, page III-2,
starting the fourth line Zrom the Loticm. The number
142,100,000 is a n2w number.

The thiz3d line frca the kottem, the numbar
.11,935;000 iz a ner numser.

The cecond linz frcmw tha kettom, the number
181,900,000 is a naw num-er.

On page III=4, thes second liaa, the numbezr
335,235,000 is a now numbsar.

The third iinz, the number 245,975,000 is a2 nsw
number.

The fourth line, the aumber 19,756,000 is 2 ncow
nunber,

The sixth line, thie number 313,100,udd i3 a new
nudear., .

Tha ssventh line, %he number 572,631,320 is a nevw
numbar,

Paragragh 3. of the pravicus testi§:37 228 baan
delgtsd.

" on page 131+6, suaber $. should be Tesumbered 8.

On page III-7, old subraragraph (4) has beon
drrleted. 014 paracrophs 7. and 3. have teen renunbzraed 6.
ard 7.

the Zxhibit 15, under D&W Process Soean

Cvaporators, in the second cclumn, a new nunber 15,500 has
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been included.

Th2 same nunber has clso kean includzd in the
fourth column,

Urnder Ccasuxer Pcwer Company, Miscellanacus Work
Crdars, in the sccond coliuan, & new nunber has baen inseried,
18,600. Tho same new number ias been ircortzd in column 4.

Under the line Total flant Ccouse, the seccad colunmn,
the new numter of 1,812,000 has been insartcé. In coiunn
3, a nav numt2r 142,100 has Lean inmzartad. In column 4, a
new number 1,915,3C0 has bzen insezrted. Ia column £, the
new nurber 245,975 has been inserted.

Undexr Nuclear Pusl Cost, the first column, a new
nunkter has been inserted; and naw numbers have also baen
insertad in the ramainiag four columns.

Tke line Replacement Power and/or Differesntial
Power Cost, the nunbers have kaan changed or addzd in
coiumns 2, 3, ¢ and 5.

In the lin= Total Delay Casts, naw numbara have
baan iascrted in all five columas.

Section IV, pagz iIV=3, saragraph €., che founrth
line from the bottom, the wozds "presant~dav cosizs® have
been iaserted after "1276." 1In the last line, 7 percent has
bzenr changed to read 7 1/4 nerxcent.

Page IV-4, thera i3 an iasert for eclazification

in paragraph 9., after the first scentencs.
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‘blt 4 ‘ Exhibit 20, undar #idland to-go Capical Cosi, columns

3 azd 5 have bzea changed.

Undey Taxes, columns 3 and 5 have been cnanged.

Undar Fuel, nurkers in all five coluans have
Dean changed.

Under Total Generation Ccst, the aumbers in all
£ive columns have chaaged.

The Altsraative cortion of that oxhibit, under
Huclear Fuel Cost, thes nuakaors in all five columns have
changed; and the anumbers unsdar the line Tcotal Genzraticn Cost
have alsc changad.

Exhibit 21, undexr Midiand Piant, Midland to-go
Q\ Capitzl QOSt. th~ numbers in colx:;nns 3 and 5 have cha. red.
Taxzes, the nunbers uncer column- 3 and 5 have
chancead.
Undc:r Tuel, the numbers have changed in all five
| eolumns.
| And in the Total Generation Cost, all Yive numbers
have changed.
In the Altern- “ive, Fuel, chaages have been
macde to the numbers in all five columns.
Under the linc Nuclasar Fuel Cest, changes have
been mada in all £ive columns.
Q In the iine Total Generation Cost, changes have

been made ia all five columns.
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‘t 5 Exhibit 22, i:ha dencninator and the pumerator as

well as tie ratio numbers have changed in sach instance.

Exhibit 23, the dencmirator and the numerator 2s

End well as the ratios have changed in each inctance.



