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.rb 3 1 noon copies of cur direct tes;;imony to be filed by Dr. Tiam,
~

O
# %
N t

Q. 2* j to bi sworn by hin. this =c: ming. I file-1, as the P.sgulatc.y ,
I i0 { . 6 ,. &.a . a. ...-: u. c n m .4. e. c . . q u.. :. m7 1,q u,.s..a. ..,,.i , ...a.2. ., , a -m ow .

.. , - .3 . ...c..3
,- ~. i.-

i4
! ag..ncA= %

* o 'sc" r.m. . ."o #.. . . , ~ . 3... d I .. c.._- n3. d
" , v c 7. ". .~..ra"" a.. a-- -

. , . . ,.m _ ;
'-

.o m 'er Cc ~. .a..". '- b. " .". u~.v .. .n. .* .~. :' . ' - W 4 _" 1 * . .w. . , .... V. "i .%... . .d....'*^ l
.

- .. .. c 1......
. .

t

6 it no. !
-

i.
.

7-

In c.,n:.ection with tha tectim:ny, there cre juct
G couplo of P''ings, I utn: to menti n. D; .bsr one, Bha pra- |

,

1
c, . ., 4 , .,4 i.,. ,. ,. p

t

n3 g., ,: w p. 2. . ,. .:. . , . . , .. ,, . :t) . ; y. j
.

v y., .. . . .e.~7
- e..,.:. 4. . C .'. Ip .. ..;, . .- .... . u - .. ..

.

I1.o 0 ,,2 .. , , 4. w. . v : , , ., ,.4...,.. 21 .d. ...4. - . . ..a c C .. g ._. 2 2 . ,,, .g. . o. . .s, vw.... w ... ,-w. e.,u . . , . . , .. a,.y.a ,.
,

..
u . .. .

il
-

j
s. c , a ,u_ * 4.,. a_ ~ 4 . . , , . 4 ,. s, ,. 4 r_. .

.,4 . a ,m- m. c >.o ...n, m. 1. v. s . . ._.
- .~ . . . ..~ ._ . . . .. .. .~ .. . w.

12 calculation. It involvos the cost of the alternatira i. hatt

O) . 13 we posit as a suggested altne.:natiso. The citernative is/ (x-.4./
-

<
.

14 id2ntified in .3oction 5 of ios testineny ;hich is alrondy
15 thero. Thct vill be about 2172 pagos long cnd it involtos

.

IG one oxF..i.b_i " "'.* 4 _4 .~, m .' ..a. - # v. .' .c a - .. d' : * . . '..a2 . .'. . 1) ,, . - ....n."c .
--

- . . . .
. . ..

,

4. j e.m. . .a . . . .. J, .T.4_ ..,.,., ,. _. n e . ..u.,.,o. _ .s.w ,:4 es,. .,. .:: - , - , . , . , - c,. .. , . . , .s. ..- .m . ..
.

I
t

',B , t.'.c uch* t'.. e.A . a..+ aw c. 'uo a _ a.i. t=... ..~- '- 4 ? . . lao-. . . .". . c n, ". .w. . . . .r ,"
. .

4
.

. <

1s ' ao he wanted to ts.he a loch a. it.

20
, . I will ba abic to file all of that temorrow, but

.

21 I juct wanted to point cut that 99 percent of the tasti cny;

.i

22 is alraady in the hands of tha cther partiec.

.c3 ,0 4 ,, u . 12- n -- ,, e. .o , e - o . 4. .. c ..,w,, -

:- a ... . .; , a.,. , ,- 4. - ... .- .. . , -
f

.

?n .s 24 and gave r.tibiple c pies to t :a Ragulatory Staff ce-tain
-i /
'C1 25 anhibits ,:hich had not horatofors baen marked in the prc< ceding.

.

7

_ .
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arb1 I
Thay include E::hibits 31-A through 31-M, and then 32, 33, 34, ;o,

<_x ,

h ,

(,'m2./ , ,

'-
1 35, 36, 37, 30, 39, 4G.

'

|-

*1 CUAIRIEi! COU~"-1 : Are i-hose th.s ones that are
|

,

4 .

attachod to the t-asti20ny, Mr. Chorry?
-

o ; c,n c , -, , e.m. .,. ,
-

% _.y ;.. ,,.o .~,u .F.4.u'.-''d F *. ' N, -s-. .. . .s .r _ .-_4

b

6 3

4 ,c t.4 "'o.n.", . '..'P.';" .> "e .m c". n..a .. _ m- _ .'.1 y %' - c1Le.d , .5." <.- %.. .w. * 7m-a. !,4-.
.

.

.. .- ,

7 ca- vad on everybody at the car.c tinio.
*

.
G CUA2m!AM COiJF;&: .ind thoca nc..borJ Er3 31 ICE.dV.
9 marked? f

.

10 - -

e:R . u~.s.m,.u. . n.u. >r a~ c...,..n.,<<-. .w . ,
c - -'

..._..''.i.
--

. s .s,._u, . ,. . w,.
..

t
11 haven't teen officic.11y acrhad by th' u porter, but I hava i

P

12 prcmarkad thcn. '
' e

t
,o

.p IS CILIE!AU COTJFT&: All right.
.

.,..
%.J /

,

j jd f

*TM *
. u .. (1*T*.) UV . ont.1. . g.- .. j . c.84. 3 { .. - . . . . . . , . . . . . - - * :. Sg -

'

.... - . i. c e % ... - .a m ua, .c. w_ ..3. u.
f

1

15 when i:0. era 10 fcfaranca to a pc'rticular dc m.snt, it hcc
,

,
0

16 aither baen markad as an *e.:hibit c.nd' than the erhibit accer.-.

; ,

-

}
! 17 ' panies the t:sbiceny,-or it rofora tc an anhibit alraady

.

t
'

I

18 marhad, or it rsfaru to a work paper which is idantified
*

.a
*

,. .. .
,

...
19 | that we know all the pcrties have and will be available here. .

,

>

' -
..- . . ,

, 20 or it refors to a transc'ript refsrence. So for the benafit i
,

i.
'

21 | of tha parties analyring the tactinony, it is a self-conte.ined( )
5 I

--, .

! i
22 | (conuent analyzing the w timony. And everything that needs [,l

t' <
.

, 23 te ha locked ab in or&r tc ruderstand and chach the dccu- I,
, i

!

!'

.
,

.

! 24 4 men: is in the dccunant.. '

i I,
1 .i !.

-

.v 25 For excmpla, when calculations are nada, the !!
,

.

t*
t
4

i

1
a

< . t

i
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carb5 1 footnota sets out all of the assumptions and variables. So
/ \

D!d' f' there are no " backup paperc" tc tha testinony because all the
-

3i calculations ara denn .iithin tha testi cny.
:
n

4 '::ha acsumptions are stated in each of the ef.ibi' c
t

5 and tha values are s:st forth, so the only backup to in srhibiz
1

6L would have baan an untypad varsica in pencil, with data a:4-

7 actly the same, c.nd I did net obtain those.
t

,' 8 Tha onher point tht.t I want to me's.e about tha
!

,

; 9 testimony in terns of cresc-eatmination is that thers is
.

10 i nothing iniapendentif naw thatis in our testiriony In a th a.:

11 words, our estinony dcals with Consumara Pows: Comp'.ny's '

:: 12 documents md their testimony, prir.arily.
,

!.t
#

m .

l 13 Je.d to the estant the Regulato: y Staff has re-( G) -
i

>

*

s

la lied en Consumero: informaticn, thht incl:Ces a critiqua

15 of that, in addition. ^.

,

1G So tha ant.lysic that was done in this testimony

17 by Dr. Timm rala<:es colely to tha information that Cons ncrs
;

! 10 prepared. Wsll, there are statements as to what che Faiarci,,

4 ,

.l
! 19 Energy Ac. ministration ce.,a. laves ara apcropriata guiu.ellans

. . . . .
.

:i ,

- ,
I

.i 20 and hcw Dr. Timm dcas ferecaets for the State of Oregon and
,

21 the State of flichigan and others. That is only as a kind

. .
22 or en example: 423ra is a gced way to c.o it, and it 2.s ast...

i. . .

23 part cf our subs':antive testincny,
i

in 24 ] I wanu to maho it absolutely clear that anycne,

'\ )J
CC' 25 who is familiar with Consunsrs Power testimony could read it '

!

'| i
i

I -

'

i
!.

.
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Im ,arb8 And the Appaal Board and the Licensing Board had,J <̂

I ',^~

fcund in the affirin.ti/s on the -- wall, agresd on the issna
3

anc s:sentially agrssd that the Licensing Ecerd he.d the

4| jurisdicticn te detsrmine tha question of whether it wculd
5

have a significant ispect; that is, an off-site matter,
6 thtt would impact on the cout-hanefit prior to a Limi:sd
7,

;.!ork Authcrization. It had to do with the railroad spur
4 0

line comina. in::o i:he c. ro.n. esad site.,

9
und than che Licansin: Conrp. foraG chac share was.,

.
i .gi tno impact of the nc.ture th .t wrmld :rweic tiehh dren being,

i
*

11 dcne prior to une Werk Anthorization, lie 2A analysis.
,

I2
. When the caca came before she holesr Rregulatory,

X -)%
i

13 Cocnission, they affirmed the following standard of environ-,
m ,

4

14'

:r. ental i.npact that was adopted b.i.r TGA3. And th :v said --
i
?

I

j 15 the questien was
,

,

IG '

"Wh :thc-r th spur can M hgi' t with so.

; 17 trivial an impact that ic can ba safaly said that ii

.

t 18 no cenceivabla harn :iculd hne bran done to any i

i
.
.

. 19
. cf tho intarssts son:ht to 3a protacted hv 2TE??v, --,

.
.

t

; 20 should the avantual outocm3 of this proceeding
.

6

21 be a denial of tha Wolf Crsch applicatica."
22 '

And it seems to me that this cost .is controlling
23 in this suspansion hearing and the reason I a21'Snir.g'ing is

'

24 up no A-is for the Scard to consider perhaos that :he parties
v .

20 at .some ater c. .a.me sncuia. nla a .rlez on e. . .n2.s peint.
.

r.
. . .o

_-
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,

1

gg . srb 9 I '3ut just briefly, for the follcwing reason: The
i kh

1t, 2i Ccar.ission's only authority to permit constructica in the [
;
13 abssace of a Cons'r.ction Sa:cait '.s a Limited Ucrk Anthcriza- ;
1

}
.4 tion. Thora is na other chi?.ity chat tne Cer.aiscion.hcs to
.'

5 pernit constructian. !
I.

G i
Iicu tha question that uo havo right now iii; clnost

7 tha..sans iscua. If ycu leava acido my lagal belief that it
- G has co be ahut down anyway, : u is alacct the saca issue becau:n

i

'I tha qu2stion of tus suspen; ion hearinc is vhachar it ic i
.

i.

10 , going to forecloaa iny altcrnc.tiv-3. And I ';hi:n it is in- |:
I
. :

11 po. tant to note that the C =tission phrastd it in such c way,
. 12 tha test; that it had such a trivial inpact, would forcelecei

>

tr

( (,A ,' 13 the intsrests protected by IPA./

y -

,

i
|

14 < And this 2 card ?:ncas that the 20culato.cy Stafft e
9,-

I t

j' 15 has juct had inat testincny about the physical charcatcristicai
I
,

10 |. won't affect anything, in of:fect scying that ycu can br.ild
'

I
,

4' i
i

! 17 a plant nithout any adversa on'rircrunantal impact.
|

6

' .
:

l
'

13 And oncs you understand what the CO.niicsion nsans -

19 by any of the intsrast sought to be protected by NE?A and
.

-| 20 you apply that triviality usot, I think that that is signi-4

21 ficant in this case.
,.

22

|End 31 23 -
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.

.f y 02 mm1 The ne::t point that I would like to raise deals
I''/ LTZER'

once again w:...iccn tn.a c?.snonecty or Consuners Power Company,-
-, ,

and I say di:3henesty hecause I know have a sworn statement

b.v. thcm in ancthor precending which dirscti.v. conflicca widh.,

a statement mada in this preca ading, and I intend to submit

that to the United States Attorney for prccaduro under villful

and false statement under the Nuclear Regulatory Commission

Rules and Rcquintions.

- And I fael an obligation ac a lawyer to inform
the Licencing Ecard f the issus. It daclO with th Heins'

a

testimony that ha has decided chara is going to be a derating
of Palisades.

'N .
/ '<'1 ;'

The reason I bring it up nou is because.

Concumers Power Ccmpany r.ada one r.ttempt to get info.m..ation

in~tha record through Mr. Noble and may acke other attempts.

On Friday 2 callad Mr. Kappler of thn Regulatory

Staff Znforcament Section in Ragion 3, ;:o ack histo check on

two things for m3:.

.

First whsther or not the Regulatory Stadf was

rsvieving either from a ccmpliancs or a licensing standpoin't,
|

cteam generator tuba probisms in Palisadas.
*

,1

,

|

And sscond, whether Consumers Four Company had mada
i

l

l
1

arf stacements in connec':icn Uith the Palisades proceeding <l

h dealing with nsed for powar, at catara.
*. , 9

x.:
I found out the following information:

.

.- . - , , . . , . , --
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\ nn6 / apologize in the middla of an Open pit at high ncca.
( Cf,: /- .
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fg lym7 ;suspanaion honning. Those cught to come. at a later peint.
1

-
I,

Finally this mcrning, in discussing with
,

*t. Hoofling a:.6 Mr. Feld, when I :..mt over to ths .utent :f
.

my ability, the cuti:.ne of Dr. Tir.m's teati. cony when I subitasf.

it, I ns::ed the:c, -- tre and 5 Ocnversc; ion and ;U., Feld.said
,

ct t'lan con.'eraction, "Oh, isn't that the load fcrecast

'

that Fr. Ingarcel. and I may be wrong in tha neue '' . .is"
. .

.

4

p r e p a r t.n g r o r u l u..e procaeding.,
- - .

And.I .Isf.d ; cit n irinuto. Are you telling me bhnt'

; you ha'/e done ,1cias .':ind of n ? rscast that has not yst been

j tendered fer this precasding?

p Mr. Hoafling than stated to ma it was not intended

( (-t'k,

J .for whatever was being prepared to be cabnitted in thc suspen-

sien p: oceeding. lut tue.t- ma.c ofEer ito in any event.

. .. . . .

h.o w r. ..na ::.c cae r:.rs c 1 cecrc . , ne v.n, ers was ccine.. cu . ..

to be ucco different nesd for cover inscracticn h'I ths

Regulatory Stsit. And I will, if that testirony is offeral,

oprese it being t. sed f.n the sucpension hearing. I don't 1: ow.-

what it cav.s and I c'en't reall.v. care what it cars. But at. .

.

come point it scems to me ua have got to begin to limit uhnt

.. . . . . . . . .,

in la '.re are gosng to Acox at .cercre we c.tectue.
,

.

DR, LUZ3I'E 4 On what basis, Mr. Cherry, as being

untiine".y? *

/m \_

, \,\ __,,y) . va . C':'.ma .".:. . ~.7. e' a ~ ' ' ' a .'o b e u' '.y~ a~~ ' 'm m .' -].
.--

u,
; -

Whrn the original testimony was filed, I-said I
,

- - . . - - - - . ._ - _ _ _.
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( (- had no direct testimony. Dr. T hm's testimony is in the
(v} ywzgi

natura of robuttal tantimony, and all it does is.really pull

together what is alrunay in the transcript.

As a mattar of fact, I cculd pull the cover off

and change it and mako it " Proposed Findings of ? ct," and

tcha cut come cpinions and it wonid cerve the came ourposa.
'

So that it is very clear that when tha testimony of
.

Dr. Tu.n -3.s rsac, wo are not making our own forecasc. <

.

,

Thora ara t:.c other chcrt 7.oints:

At one point in tho ~ testimony, .: asked Dr. Ti"n,
,

aftar he hac given his opinions on Concuners lead forecasting,
i

=( q vhether or net he has a better methed for load forecasting.
t.

x /, .

f M. He says yes, and he refers to thrse -- five. reports

which he haa just comploted which have besn adopted by the

State of Gregon in an econcmetric.mcdel. Thoso are refarred to

in the tactimony as Mr.dland Intervencr's E:chibita 41, 42, 43,

44 and 45.

, 41 ic the report itself. and 42 through 45 are the
underlying models. These report have no substantive significaace

.

in thic proceeding incofar as they are concerned. They are
.

arciv an exem. le which uould put come meat, really, on the.
.

.

,.
'

y, oral' testimony of Dr. 'fimm to show the kind of study that cuyht
.

,

to be required of the utility. And in r.he remanded hnring..>

\

~.J)', tm wouid intend to use that medal if e can raise the funds,
- w

and I am trying right now to actually make a forecact of,e .

,

#

.

d

, - - < - ,
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Ima9m ,

j ) Consumers' systan, if we get the underlying information.
( \s /^ -

, s -

So at some point it will be sunstantive.

I did not tendar tho.3e reports to tha Regulatory

Staff or the Board or the Partica becauce they were just

printed up. Thiu has gone through a series of ravisions.
.

They ara. heing air a::precacd and will ha here Wednesday
;

- morning, and then I will distributa copias to everybody. But,
.

aa I say,'they have no substantive significance on uha

i tactirr.cny.

There are, however, copics at 41, uhich is the

surrer.ary report; 42 and 42 uhich cra two of tha hackups, and

I gave those~this morning to the Regulatory Staff forO
b. review. That is about 90 percant of the information, so you

'

.

1

can understand at least what tic T.odel doac.
.

. I told the Regulato.y Staff that wculd they look

at it this aftarncen and then curn it crar to Mr. 2csso so

he cculd see it tomorro;;,and by Uednesday I will have copiec

. for everybody.

Lastly, I havo arranged, based on my esthnatas of

what will take placa Monday, Tuesday and Wednasday, for

Dr. Timm to ta'ta a midnight flight on Nadnesday night, and

arrive hart an 5 o' clock in the morning. He has dutias which

prevant him. from haing hare either :*onday, Tuasday or

Wednesday.
g
%.e

He was here on Sunday and has to go back. Ha is

. .. .
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m.ll
s.

,/ ,x. 4.n C . e. . .r,. ~. t.5.F.n G, n. .,r c O S.,. G.,,c. a.nat. 4C n . 4..:. w .. .w
; . pu- ,. . *w. . .. <. w,o s. 4 . , . u

( ' a

, 71.1. J'. : ,c.4 ..,e. .s;,.. e e i.b. . , .J .s -. ... . 3.1.s.
.

m ,- . .4. .:. A ,p 4G. ,.u. -a
. . ~

.i. . 2..n . a.**..u . - .. . . w. s.u .,

t
i . .s. .

p. . ,,d. n ,iO., C . ,s . .01. ,., p; . 4. . - . m a .. .
-

v/s.4.. .. e. < . . . . w. u.u u. . . . . ,,71 %.4 1 C... I ., , . . . . , . . .
. -

. .. : s.

. .p . . 3.u,. 3 . .s
... . Cca.,. T. .hg A. %.

. 2. ... . ) ,, 1. v ,. e ; ,s, , , c L.e. r. .c.. .
., : c.,,5...g, . . . , -. . 3.

-. .. . . , .. .. ..,2 ..

J.0 <. e c19c*. 4., e. .a . ., .,. . 4 s:...
> .. .. s. ...v u s. .. ,

That 13 n.1 "s' Da*Ja .

.,
:n. Em.,:.. L. , m.u. 4 .an, e. u i.d yCluur..

.. -.:..o u oe. . s . s . . ..:. ..

u a g.s. u G: .a !! C.1.,.a r, 4 ...a. .

.a ar ..: , s & e. w.i . 4 . 1 sa.3
- C. ,1 _ :.

-- . .s . :....u . v. . . ~. .

e. s.;, 44 ..s w. .i .i ,. e.,.%. .u. . . . , *.- .s ., .:. 4. .,. , ; ' . . .. n ,. .:,, . 3.4. ~ u .; w. ., a.ws.e. . . . . ,
a..o . . . . . , , . s .. : . .,...v.s..

: 4 a ..op .L. ., s:'. ., .s..: n s. ,A. - . s. . . . . e. r. 2 d. . a.. >. 4. . :. u .,, ,2.. -. : a . , ,.o. .z., , s o.. . . s :. s.e ; u.,u.,,,.22. .n.u y u .
..

.

the Icard, and shouldnot he c nstraed as F.nything othwe hnn
1

thati carta.!.n.7.y not testin.ony in this procseding.
. %

. ( b4 Cn th6 2a!.i3 ados quS3 tion, ju3t On3 poi'it I ~.721:1
P1. 4. ,. 3 e.o .c..v. 3 ..>.r' e

%..1.f ; ,s..i u.N ,q 1 -a p, e. . n, ..< .-- i .. a .
*

. u ...r. w..a . ..s... c,. ..

t
, - 3.

. s. .u

~2 .

.. w ,. G .,. b. .d z....s als.-- cG ,a. . . a.n 2.2 L. s.s. t 19 uuu5-
. - -u..u s. .

.: n. e-v C ,, . . ,., 3 . . .a a.2

UE.garding ?ali;?GdGS Tn#1 the d}.* Eft S M.tt.Sent h?.5 gCna UhiJu2

dCGG ;.GflGCt an iAOi' Cal.I.d PC*Dr 167G1 2CV that facility. SCt

. 4 ts.:.s.<=. 4. .e., to r. - u 4 1 =_:.;, ..A..,.=.. t . . ' .;
* A Q%.. . cp.:.5:j.u.q. ry.= k. n.. . . 4?a

.. .s .. s. a. . . . . .. ..

. * ., . m. e ..u..s.$.*. <' '..o - t"u.' . .'. e,a.M .'..d.'.-ie ru '.'. a o ~ @> . '.- t!' = ca& v.. . 3
-

. .
~ . . _

technical specificatione en th::= steam generator tubes ara.

The envircirr.sntal asassement is being mde at the design
4

, c = c. u, '.'. 4.1.'.t.'.e .a.
-

o _ .t.,.e n. l -.". . .rt
r

g. n. .3.. . .. s. . . . :, n. .i.c .C... .=. c 4. .^. 4._- =_ *m.i n p..=.~ S
.

. v o n 5..2.e 4"".2.= .'.
...

s

, .

j generatcr tuhss =hich may limit the Oparations of these
m,

_

tubos. In ny evsnt as:cciatt.d with the Draft Environmental
r

,c.. - -- -- - -

, - - ,r .,



..--w..- . - . _ . - . . . . - . - - - - -.-- . . - . . - - - . - - - - - - - - . - - -

3160

r:m12 ..n

r(, T Stat mont which addrssses the environmental concerns, trill be
4' V ,-

s

a cafety review cf the full-ts n operating licence which '.;culd

--

uaccz .. , c.d ..- a _ . . o ,. 1 . t. . . ., ., 4. ...x. r ,, .. , c . i ., -,. .c o - - . ,> -m m.e .. -u y. .-. s.

ganerator tul;2c. Lad to date t he Etnif 4127, not ircusi 2ny

cvaluation of the cafaty probicnc., cataty *.ccues aseccitted

with Palisados fcr application of tha full-torm operating

licensa.
.

D2. LEEDS: Iv'.r. Ecoiling, dcar that CB3 .diccusa

naeG for p t:ar?

ME. I:OE?LZHG: Yes, it dces. I am not famili r

trith the specific peinte that it raissc, but it dcos discuss

need for power, cnd :r.s'celly recchec the concitrion thtt theiss,

(.x
,

.

'/ additional oparcting of the pl:nt, the additional electric

.,,g u:w--u. ~ ,. 4. .- .: u s._i _.e .; c .= ..c. . . ,m., 4. .. _4 o., o f. w, ,, _n c3 y ., . , . c.1 a., a..
.. .y. uu_ .. . . . .

., .. . . . . .

cv.st.an nced for kn=elead ac.scity and the et.cr traditis nal
'c e n.c =... .1 s '..'..:.+ .i.. .r, _,1 m* - " * -.c.-a. ic. t..-v.._'.- 4. w " a .. . . . . ..

MR. CEE232: I ju-;t handed Dr. Leds my copy of
,

the draft iddendem to the Pc.' ice. des recuir:tment i pact |
|

,'at.e ~s.''.t . "..........>..r .. te . _d . .4 *~_a_-* 4. .e. .e.o ~..-n.~ _. . -. m .

l

Iscribbling on the front cover which inst identifies it and
|

' ' cays "Ecid for the Midland herring." And there are no notes
a

.e ,,. _4. s .m

..ou rey Acom at l ..- ycu .!.1.3.e , Dr. . cca.s. At c cs
. . . . .

:. e .'. :
.

/
.

reint I wc _,a _,1,;c ..t .aucx.y,. !./-
. .

t
- .

s

N ./
CE. LUE'd.KE : Mr. I:cefling, cculd I ctay with this n,

.
.

.

_. ., . . - - --
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minuta?s ,

( d..' cal 3
Applicction has been cada. Has it been accept 3d or

- deckated trr the Staff?-

I cc.. .. .s.c_m.4s, 2.m _4 . .e ., .. 4 ..o-
e.. .. - . .s

.

v.e. e- i. 4..,y: .2f.q. .u.g~n_un_y.s g ,. n .. s...,. n m -m
.. ...

DR. L"C223: Yes.

P.R. HOOFLIKG: Wall, Cons.=ars has ccme in for an
.

cperating of their licensa. This esquires two examinations.
,1

\.

. Ther' is an *".v.4._ ce.. .w".'.1 a. ' ' 4 a ' <.- 4. . .. , < /.'.i d..b. - _- * ~._i _s _,. 4.n .. .'u s=' '--
- . w -- . .

.
.

*
e e.,. .. a_.,,,u ,s.1 _e _ a ie- _r a o._. ~s, e 43 u- n ,ga w n.y_4.c.maa.'.cu- 1_

. .. .. . _

Suppla ant to their Final Environmental Scatement.

IThere will also be a Supplem nt to the Safety ..avietr,
.
b

'g-
if you will, bcsically updating tha criginc1 Safety Ivalunnien

~'
s

1
i

i

R2 port :thich supporter'. tha applicaticn for the power level l

tl.2 . tha_v_ c - '. ~_ ~ * =. -.. c' 1"y ~ ,.=_~ a t i .a. a_ _' ' .-
,&

. %

That h:s -- the schedula for that is indefinite. |
|

1

" *
. t , . *a, 9
-. _

v

1

I

./
( y/
-w

___
_ __ _ __ _ _ . _ _ _ - _ - - . __
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't 2 13. CHEP.RY: Mr. Chai2.T.an --- .v/T.

y.. . ..np. T. ..c . t g .,.,,t u*...'. : - ..a- d .v, +e , ?J . "s r.s "..-"a.
-

.a .r s 2 . . - -

MP.. CHEFF.T: I vi.il opposa rehnttal tactim:ny.
- u. ea ., o ,. ,,.,,.,~- , y , em. d b~, + h.e x-"..1.e.., .u

.. ,. ..

!E. LRC.R;E P.: Mr. Chairmen enCUCC mG.r

12. ' 50BFLIIIG : I d3n ' t third; I' . e finishs '., ye ,~

Mr. Chairman.
.

-

. Ln .
, v._,1.m .r, . _r as.s. +1. ,.,% cc..n a , .. . . . ~.. , t. .e. .s. ~_ .c. g ct _.. . . .. . ,-.

... .

7. #- c * ...s e.m. , ..e.ui, .n ; .._a p.. nc' ..- 2"m..4. . '- . . .. .d <., o" .4 .'. _ - _ . . . _ . ' .
.

u "w * '
..

. _

Honrd to speak as en.r.cacd to J"uat J u.n. in'~.2 in.d
.

. .t., e , e. .

. .- a m, . . _ . c .s.a .r. o ,_ o p e.r p . _.s. ,._.a., a _4 _., .
. .. c

_..

United States, and it's not prcper precodcre in thic hearin~% vwss
/''

-4 for counsel to take upon himself to cc.S;.rol the prcacedinge

?.O hC SOGS fit. '

.

.

mh c0aa 1. .,.11. A s wifn.2. 3 , . , ,,13 ._:. ., fx .. . -
-- __avv ,, aa . = . _ . . ,.1. ,. . . m e<.c

.

3ctrd to sit bach shile this occurs is fary bad fc; pre :cierc
a

_i 1 t>.4... hm' _4 .*.~., . m. i'.+. S '. .*. .2 3
.

.=. .-2 o *. . 'u f 9 1.' '/ & _ .2. ,'. .a. "... 'u- M.. ".,._.__-1* --- -_ . .
t

. .
. .

-

| to ndmonish Mr. Cherr/ Scr that 5.ind of ccnduct..

*

CHAIIUW1 COUFAI.:: Go 'chand I!r. Hoafling..

,

'
IE. NGEFLING: On the quastien of the eilcIn tecti-

.

racny, the Staff obtaircd that tcatimeny this morning a.nd

we're icohing at it.

?Ie chare IO . Chwry's view that thia proccading
% i

%.*'
chould move fc:'aard e.nd all efforts should he r.cdc to locky,v

ct .thct testic:ny 3:1 to be prapsred to cresc-enacina Mr.
f

, . _ , __
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.

<\O) bit 3 Timm at the earliest tossiblo noment.''

\ v,
The staff is in no pocition not.- to indicane when

it Ucr.ld be able ta c Oss-e~r!.7ina Mr. TirIn or how long thtt

cross-e::Cmina?. ion ;ill taka, t/e're Ic0 king at it. iia think

that we'll be able to report to the Board temorrow na to

what time frama wo would naad to cross-e:: amine and what tha

depth of that cross-s::aminatien wculd he.
.

CIGIR!G!l CCUFTL Lo yot:. have cny idea whan ycu'd

be able.to crocs-enal.'.ine?

IIR. IiOZ?L.Ui.G : Thr.t's cne of uha gusations thit

we'll got bach to the Board on at the earliest pocsible tir.2.

O I have tJo other preliminary itsms which don't
h ./ touch on ?.he~ monologue Uhich I*r. Charry juct delivered.

The Staff has prSpr. red respences to the interroga-

i tories which the Bocad ruled cn lcat usek. I've givan ccpies
,

; to tha parties. Cha:c vill bc forir. ally a.:rved today out of,

' Geithesda. I give copios neu to the roard. There's a responsa

i and an attachment.
t
.

(Documents diatributed.) '

We havo ons defect in the'intarrogatories. Mr..7
..

Echols, who prspared one of the responses, has not been able.

..
.

to e::ecuta the cffidnit since this work rac dono over the
weekend. F7a would prcpose to serve Tc. Z:hola' s::orn affi-

O
gw9 davit at ths earliest timo ".then ve got back ts Dethesda,,

N
One final point cor.cerns the cequectration ordar.

.i '

,

_ _ _ , _ . , , . . -+e= - - - ' ~ -
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NO4 We began today's session by shooing the Staff'c witnesses out-1 s
: Q

of the hearing rcen. As tha Staff han pointed cut nm.crous
.

times in tho hearing, and alno in its bricfc to the Appeal

Ecard, tho Staff fcolc that it is continually being prejudiced

by this ruling.

'
The Staff inquirea of the Board as to the status

of the Board's recpctse to the appeal Board as requested in

recent ALA3 on this cuestion.

CHAIRMAN Colf?T4: The 5 card har rnspendad to de

Appeal Board, and you'll be getting ccpios of our raspenco.

MR. HOEPLIEG: Thank you Mr. Chairman.r

CHAIRMAN COUF.E : Are you through, It'. Ecsiling?r%
( ('u 'ij MR. HOEFLIFG: Yes.

CHAISS.N COU?.E: Mr. Rocac?

MR.-ROSSO- One moment, Mr. Chairman.

(Pause.)

MR. D?2mita: Mr. Chairman, excusa ca. Tnila Mr.

Rosso is taking a pausa fcr a cer.cnt, is that respence avail-

ahic today? We haven't gotten it.

CHAIF11AH COU5"E: We haven't gotten it hers. The

whole thing was done by the magic of. electronics.
,

If you want to h.iar what was caid befora the |

i

c. ails get your copies, you can call my secretary at 492-7600
'

and sha'll read in to you.
ay%

'

If you want someone from the Staff in Bethesda to

i

|
_ .. _ - _. ---

. . - . _ _ . - = - - - _ ~ - ~ -. - - - - - - = ' --
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i

Oblt5 go over and pick up a copy and get it to you by telefax or
(Q

'

something, haJe at it.

MR. 3RE101ER: May I ask how many pages it is? Ue

might be able to do ths.t..

CHAIRMAN COUPAL: Wall, I wrota it out long-hand.
.

It was about four pages, junpi.cg story other lins, or letter-

sina paper. It's not very long.
.

MR. BRT31ER: Thank you, cir.

CEAIRMAN CCUFAL: Mr. Rosso?
.

MR.* ROSSO: Yes, Sir. Chairman. I have ceveral

prelirainary mr.tters.

I con't pr pose to respond at this peint to Mr.
O.

( kl . P Cherry's statement, except to point out that, of course, it
i.

, is not evidence anei that there were soma points in it which
'

raise questions in my mind with regard to the accuracy of

his reporting to It . Heppler of the telephone ccaversatica
.

"
of what has gone on here.

!

-! IIe did eay that he discuscad with Mr. Leppler
'

the safety problems. Ucll, as I recall the Consumers'
~

!.
t

'} witnesses have testified that this is not a safety problem;,

,

i it is not a questien of tube failure. It is a question of
,

tuba degradation and of plugging tubes uhen a tube apprcaches

the margin of cafety raquired, so no safety problen is raised

herc.
,sa
v

I'm not at all surprised that Mr. Ecppler has said..
,

.

. _ , . . _ . _ .,, .
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,

.(n41t6 the NRC Staff, when i: went through the inspection process-

,O .
-

the last time around, found no safety problem; because, as

no hava caid, th*rs are none. Ma would hava been very sur-

prised if they found any.

I am not at this point familiar with the DJfiren-

msntal Report Supplement that was referred to by Mt. Cherry,

but Mr. Noble in his tactimony when he is put back on the
'

stand will certainly address any of Mr. Cherry's questions.

With regard to Dr. Tinn's tastimony, I only know

one thing: W were served somsihara around noon, I ballove,

tedey with an 32-page picca of testimony. I have not yet
o

scan it. It went to the Xero:: machine first, and tha Xero:c
;

.

'

,
machine isn't even through copying it. I don't know how long- '

it's going to take us to get ready to review, or rcthor to

cross-exanine D: . Timm.
c.

[ iihatevor Mr. Cherry says about the bacia for his

; nunbers, the questien will ctill remain what he,did with
.

.

2 tha numbers, how he usca them. It will take scue analysis
i

I by experts to dotarmine what he did and how he did it and
,

,a whether it was proper; consecuently, it tckes time in order
,

:
'I

to review this kind of material.'

I

| I don't know how long it's going to take. It

! may be tiv.t wo'll be ready, you know, in a few days. It

may be that us won't be for a substantially longer periods

v . !

.] cf time. We just don't kriow.
.;-

. .

e

. -_ -
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...~

1 which this Board han pesca cad which hcva been nocad bv tho1 ' ..

,i . ., .

..
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narl:cd as cur Exhibit 30 c'Iailable here. I'n rapa: ad to
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.

,/~ hlta' prosdnt tha three copies required to the Reportar and ccpies
' %|]'

_

for the pa::ticc cnd der the Board.'

CIIA 2Pl.11 COUFAL: Whnt are thay I.~r. 20sso?

''R. RO320: This is eur Exhibic 30, which !!ns

markzd last Jas.k.
<

!

! CHA PJTOT COUFAL: The Eechtel forecas t'.'

MR. ROSGC: Ohtt's correct, sir.

~

If I can juct distribcto.those right nc;7, it

..,.o , . m , ..c. ,a. . . ~ , ,11., .., e , .. . s- . . . . . .

.

'Coc'rnents cU scributed.)
, . .

30.. CHEEF.Y: Mr. 23aco thera was alco en E:Gibit

20 that yo. cite us. Do ycu ha'/o that?'.
m s

( !!R. ROSCO: I'll Geo.-

112. C!I222Y: h~r. Chairx.n,;Oile Yct. R0cco is

doing that, El I ash at thc conclucica ed hb ,;--ks if you-

. .

,' !!Ould sak hira, either on yotri o$.n behalf or for na, for tits
_

n: mas of t$0:e additional witnosses plac t'.a scopa c2 uhoir

testimony?.

! -I ::Iny taka tha p0eition that such testimony ir

not necassary or barred frca this procsading, but I tcat to

. know nc, ths =cep2 of erhat Mr. Ecsso was talking abcut for

.' planning purposes. I would ask the Ecard to make that inqui..y--

.

.a. o.. m.e,..

MR. 20050: I can give you ti'it noei.
u
.v .

Mc t:i".1 h us seme redirect of Mr. Dichel. We'll
,

*
- ,.----- - _m.-- .m- - . = ~ . - - . . - - , . . . .. w ;_ .. ,w4m,,.--. - e . a w ,e
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'. : 3; htve a.cas direct tactimony frcm Mr. Mosely with regacd to
m

.thei. cad Ic.::acast ..ng process nno. une pronnin..:.,.y enec inJ. .. . . . . ..;

an.9..i e. e .4 3 . f..* m. L4 4 9 .I. 1. . . e.r* g .t=. p. + m.. s v e. el .4. . S. e 1. 7. 33 .A.T . 'T.t. 4..=. 1 J
w i. .s. . .. .s .. . . s . 2

.s

Ccble and ac=c ol'.c: .tentic nen uhx: n a:ac s : do not kno:t --

.Mr . ' _s..r c e.' .4.a- . ~m . .'. _' .g .. . . " b..#. ". ...4..'..'. M.~ .n."..'._'.'.-.'.a ' . . . .'. ' .'. s",. .4. .N.u r. . - -,

uith regard to Palisados.

'

.

.*.r. u s., O a. 3 .<.4..*.1 3C n u.4. , g 4 uco..4 l. yn . . . w. ~ 1. m/y1

i

. oI s -w. . . . . . . a . a ...

v..?.rg.4.reh .r aws n.4 c .:.
* *

. . w .
e.., ,pi.g 3...f ....w- k. *. *. m e.4, t . *a. . s c (s= . 3 ?..f .4. 4. . ....s. .*.. . . .g .. .a . . . . ., .

C o:33-O'*2 li.22tiCn cd him. " EO - N- hnC:7. Th3 0 '.~il.'. 2 3 0 0.'".3t

. . d : .. ., C:w..2 . .

,} 1 ?. ,3 as a u, a. . mu
-~ -

7p s., ? y.: . ..;. i.g.4c, <. J ..., . 37. 3 o ), u .,u. -,..a. * -.u u. . . : u .: .

aO ~.. _43f .17 * p. ,. 4.g.. y.4., 3 t.= . . e.4.t.. ng o .e 4 h.. CC P".r.". '.Vi
n e. . 3 a

.. .. . c .s
.

'. 7 '2. '.a"d.. ., .
7
>
v

O . c y a . d to *. '" '.. '..c.' ".]. o f #4. ". ".~ wm4 ".'.' . 2.' . A it .i.a' 7, ' O ~- ", .4. b .i.~'2 . n . u .sy a,

r
.

. tb.at '.. a wi .'..'. ., ~.,. >.1'u- .' '.. . . .c. e v ,='m.''. .~n~.~...s.' .o ~e~ a.' cv~'o-. . u o %

cenputationc and waa has bee , .: think, generally ralsrred

to na Tabic 9-E.1, il that's corecch, cf th.3 Invirar.nant21

r..,p ., eg . .a , c. ., .*.v ''.t , m^. 4.4. _4 ., u' - .. .""._ , . a .''.' .ra 't .n.'w_4 oi'. ~,- ..b..=.
. ' '. v ,- ..

cost of the Dr./. cita::activo versus the Mid1 rid Mucicar ?lant

I alternative. He nay be addrescing that, too. We haven't
. '

f definitely nade up our mind on that, but that uculd ha cli

'

that wa'ra planning :o do now. ~

;. .

Ga endly, I do hcv3 ca original and four copies
.

t

t o2 c., . .;, .n. ., .4. u. -. - , ,: .o.9 : r i. ,, na..o.-~.,. .,,.._., u,, e
. .w.. m. .. . s .- m. g uv. ..

'

I gucas It . Cherr' , I do not have the cdditienclf
m

copica of 2.3. I wil:. ba cura to p cvide then later this

.

..%.w..,.. . . ..e. = * -" ' * - * '
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,, .

, - (wJhlh10 aftarnoo'n cr temerrett, as seen as I can. '

s . -

Ua tvould :.lco like to have carhed as our nxhibit

31 and put into th,3 ;;ccord Ecw's recpences to Mst. Cherry's
intor,cgatories. I beilieve tir. Charry 1cd originally started

to pui thoce in cr coca peint in tha record -- I'm not sara

of that -- but at any rate we do have thoaa heru, and ue

balieve'thay.should bo part of the racord.

I ask the Reporter to mark that ac Concemera

Power Cc=cary M.ibit 31.
.

C*iAIP2;Ali COU75L: It may be Jo anched.
,

(The document referred to was
T marked Licensee's Exhibit No. 31

>
'

(d.
, ,

for identification.),

C21IrdrE COU?AL: Io thara any objectica to uha.

receipt of 31?
1

i C. E027 LING: ro cbjaction by the Staff.

j C;IAIR mi COU:?M.: There being no objection,
.
3 Lican::ec's E::hibit 31 is received.i

e

j (The docunenu previously marked i

1, . .

'I

d Licansea';: Er.hibit No. 31 for
.s

,

_tdan <fication was received in-
..

evidence.)
'

.
H2. 20ESO: IJr. Chalntan, there has also been aA 1

sd question hara with royard to scza propris a.ry informat.icn.
' '

v ,;

Consumers has n:otte<i fur a protective orcer with regard to
'

i

|

. _ - _ . - - - - -
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^7 t 11 this information. It relates to fuel cost, nuclear fuel cost.
- I o

x /
w/

I have hera copies of an affidavit of Charles E.

Dayless of consumers ?cuer Ccapany with regard to the prc-

prietary nature of this material. Attached to the affidavit

is the catarial for which a croprietary claia in made.

I am propcred to distribute this to the Board,

naturally, for its review and would hava no objsetion to dis-

tributing it to the partics ac this tina, providad that th2y

accepted it purcuunt to a proprist ry order of this Scard
,

until -- or a proprictary agreement batue2n the parties until

the Ecard ruled on the proprietary nature of the documen':s.

.
CIIAI2:L'Ji CCUFAL:. cces anyone object to receiving

, ,\ / ,

*
, k

I 's /u it in that mannar?

10.. CIIEI' m : Yes, I object strenucusly.-

?

- I do not heliava that the cost of nuclear fuel,

which is a significant ccet-bcacfit bacio, cught to be pro-
,

.

prictary. That pravents 1.3 frcm nahing telephano calls to
I

a lot of paople who night giva ne ccm.e infornation in connec-.

.-
,

i tien with that infernation.
.

~

' It's just absolutely incredible that the cost in

,

the cost-benefit analysis is proprietary. I don't understand

it, and I think that the roard should think very, very care-

fully before thay approve the cost of nuclear fuel as a
/~

f trade secret in this proceeding. I don't understand a claim

ef.prcprietary.

_=



a .9 9 9l .*
a

7-- N .1. .. * *) .P.a.
*

.m. .e.a .j s. ; 4..g w rp.l".4 o, : a f o g g m 3,.f *. * , v.,, .gg.- . * *.-. .,u 4. ...-w., . . . - a ...

, ,

-- .s t . . . , O .,,, ,a, ,t . . . . . , .f m.s.,.. g....s ; ,,7 p. v. gn, . 3. 3.. r., .:. ..,. .. s. . T. 7 .i. , u g 3...,
.... . a s., - .2 . 1. . .. .... ~. o. . . .... . c. .

.
.

,,a .4.. A , , ,* y**....J.*... 5i',, ,,m 3 .% ,s .1. .:t. . . ;, . . .%
w. s .3 4. 4'l.:: w . . !. .,/% , . . , .

. ., y . .- 2 e e . . . .. w . w.. .. . u. ... ...s

w .1. .m.4 3.. A. y .Q: .% . .%. 4. . t n ..} -J, w %., ..a- . . s . , m .., m;. . . 9., (...,,'. ..e s.. ] e - . . , . , . ,
. . . . . . . . ..u .. . . . . . . ..

-

s. h...:.,.? .4 s .sd 4:
* . . - 4.,..... .:. . e.a. .,a.. ,..3:

.

*w L. 0 ~1= ~J.
~q , .

c C., m. .y . , , , . . ;, ,a..
9

c . . < ? .M. .'.n.,,w u, . .v s. . .

a. u . .z . .. . . . . - . . . u.. >w~

w.2..:3 n. .- S i = 5. .,. . . . 73 .,s, ... v. D w .,4 .. .s .b. 4 ,, c..., .t.n1. - ,

w v4. . . . .. t .n v,. .s a,., . .v3. - .. . . . . , . ... .
,

-

, :..
s

as., :...
.i. .. 4, . . r ..t ,}..,,,~.4..... ... - ..,. p . . . . =.. , :. .

. .. .. .. . . . . . ., .. . .r ., ,n.,....u... . . . ... a . . . .. . .
. . .

' 4 n . 1 ., .- .. . .. :,.
. . . .. ..

-
. , .s. e,...,1,. *. . .e. v. . . . ; ,| .. ... .s. , . . .: :, . . , . , . . ,.. .-t .....s. 7 w w,. ..p. ./.. u.

. . . . ...

3rg .J.d 3w.2 ww3 , .g. ..s. 4.*. 3. 7 !. , , , ..,.,..3, e.. .
*

.
1n. 3 .. 3 .t , . ? ,, q,. 3

. w... . . . . . , s.
.. ;,. .. . c. - .w

. . , ,.. v. . J w y ..~..,

4.,.3 .e. , s.'w. n.,.u. . . .
i

, $, - -

!. s.

[{,v
-'

e.,*\ . 4J-.4,C . ...,=.q,.g1 .,.,p i.h * % e ' .T. 4.s, . ." 3 . .m..m.,%.
"+"-5-*r* *

j a . ... w. ... . . .s v . .43 . . . . .

ti.va n. *? .. yl.c..t.e m % g%.,s
*

. .%.e, . 7 . .e, t. .e. aup * r a. 3 .2p. e. .n ...m. 2 k. J , -
*g r ..

g %,..6. ww. . .s. . ,,; . ;s 6 ..w w .. ~

,*C"9 e .e.2* ) ,*.. .e.

h~..hf .' 1 I .s. * y 1.*. g w .*.1 ..1..gq .1..*. <...,...ys. .7 . . . ,*...s w g , = .1..w .g ,y . , .

. , w . . . ..

a i
.*.|..*.!.L,.r..,1. y. - f. m.,.1 4 .%

*.:. o.y,. .L .. .a w.. ~u..w

* *T**
a .T."). . .T.*/*'.'"s *.|t y ".F. A n2

"9
1.,w .l C,. m .. .%. , y 1 "f.: m e. 4..c ,

*9g
., t. ..s. ..gm =. :.go.. s . .. w.a . . . . ~.

.". n. .s.u =.~m.1 w. n. .L
- C.n..y1bs O.y 1 hta , ,. .% ,}x, . T. . G. ~4 3

. , , , ,4 ,.
.

3 *
.g 1s i. ), .g

* *3
s. 3.wa. , '!.3i u.. Qn.~ t. u. . . s w .a i . . .w . -

.

4 .u. 3,4. , .:. 4.On n 4 e..en' .J.C4. 4..c 4. %.. p v 3.a%. , -. , A% s,.a.<.. .,.~.1,. e 4 m. v .
7 ,

. . ..
.. v. a w . . a

t. %. .23, 1 C ~., w. <- - O.p ., 1 .. u. ...ca u. .
e

3. L,.,,.1.e a y a. C.,.. w. s - . w%. % a..

h m ...t..s. p C. s ,4..'.1.,.3 4 t. ,, 4. cm,. .. , f 1a. uu w.- . w ww. .

,v .- ..t, ,.s s. .,.3 s 4.t.L eu .:. . ., .:,u ... u. ~ w ..

c 31.e. .. . .%. 4 4 e g2 .s h.. g4 4 4.g.g, 4.*. .s .s. h. ~ 4 g.. g,, m 3 . ..a *
. - w 3

. u.6 u .. u. s. s.,

., w .. n. .

4.J1 ~. , e.o 4 ..sa , 3 4. , a.n.,1fo+.a -~. w 6,. .'.f.'L' w~s., 1." 4.^w.,4 '.k .ourt'. .e. t'." .'.
. ' *

4 .a .a a .. , . 3 .

.

,7~. s. ~7 .m - ,. - . 4. m 4. ., , , 7. ,.gc...s...e 4 , 9 o v..'.O ** Mi.*. "u ^ u.'.d I..'.- Ov s 2. .. . - t ... ,2t ~. ..m . . - . . . .. .

.
. . --. -



.

3174

; 1t 13 c i c.li.".'.c...n.* ,* '.c.w c v o.". 14- r u,v, . ta .l..l. k. .' '. b..= +. M_ .~.

-

.'...._-.4..~.'. ,v v "; s w . * ^- -

_

hav2 before 2:r. dccc act hren any significant .:.mpact en
*

-n.., a.p. 2.., g 6.., .J ,,.g 2". y 4.. e .- W.: m .:. s 1. .s .L vq. c. .,., s,. :. 1* < : ,. .,-ha.t'.o- fu .'. . . . . - - . -

C^. 3 "." t.'*..Cl d. M w" '.w,' " ". .~. ,J..*.d. .'.' t ' .. .

np ronm, .s . -a .u .. . ,:. .. ..e.'1 ,.,..4. ,... g ,s ,e. 3. ,,i.: .. .- i 3.,,4. .. .:
2 v.. .c.... %. u. s. .. .-

you caying to Ir.a t'.11t the ua.terial :r.1 :n.W. na7 M m. y not

involve ccmothing that is 3:ndaartal to on; concern - that. .

ts . .4 ..a 's"o ".*41 '' .'5 'w' h ".l'~.
-

'.'.'.L l" .'1 ''. .'. .' 1 1.1.4. '.'..h.o W ". n''..L.'.;'.4..'''.','' _'I'''.p.*".'.' #..*-".'.
.,73 . % . . 2- . -

. .

e.5.c, .' ar* i .''..'s'? . ' . . ' ' , ' . ' . ' ' . . ' . -* * ' ' . ' ' . -'n''.''.'.**'.* '.',*-'*1.#..**a~-'.. . . '-. _ , .
_

m. . lor .r. 7..w. . .. a ; ,. :.. . . . . 4. +
-

;. . , , .a., ,.: ,,. ; , .a. a ~,. .a a. .
.

. . _ . . . , .,

. _ . . . . . . . .

the partics, that' a .~artainly a va.t,e to do it.
e

I think 7 hat I'm saying is the isane of fuel
i ,

'
s

~J coa ' .'.=. ~-.'.1. r'r..., .~.1< r<'. r . m .in i. .i. . 1' n_a a ,. ^mn.w. w ~ .u. = . . .".v - . ~ .;- ~ .- . _ .f . . . , .

. . . . . .

.c required.a.nqui::7 in:o _;csc ic: cues a.

.t. 4 s,384 ?* Np.., . C's V, * "U. '.'". u~ 'w'*''.'.'.-"..'.',.O_'".".$ ^ #. 4.' .D .' "s .*.* N,. .y. , .4pw 6 c .. . . . .
-

,

.
4. n .i. . . , m .s.c. . 4. . - 4. 5 ug ._.C, .%.., u.. ,'t.', 3 a .s.. u o. . 'A.pp . . 2,/ 4w.-. a ,. . .6 .. a t.aaQ. ..lO"1. j ng :., ;w- .

4 .

4. w4 .,.4 t., 4..:. 3 p..cm..o. 4 3.L. 3.. 1 3. ..e. 3 . . 3a. :. 4.o b ,7.J.,s . sA ,. 1.N.*.. - i &. 4. J.,i *
*

.. . . . s . a .u . w . .. , .. - u . . .

Cn. 72.200: I'.rc *;ou sayii.7 tha; fuel costu in.

. general cannot be proprietary?
.

M R . 3 0 I; 'L U ~,: Uc. I'm cayinrj I don't knou what

the nature of the infornation is. I don't know ha/ thp.t
. . .

I n : o r r a t :..cn =.cct an uim Licensea.s ana v. :-n.c.
.. ..

':'o ma f.u rould depiend on the inpac6 cf thicr

parlicular picca of f.nformation -- inquiry into this par-

ticIlar picca cf inforaction wou!.f. impact on t':e ann'ysis

_ _ _ _ _ _ _ _
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bit 14 would be the crucial factor.,_,
/

\
\ DR. LUSSEh Mr. R:9so, is it ':he caco that this

.

entira document., p gn by pays santence by sentance, is
.

viewed as propriets:.r, or m2ybe only ona ::: 97o pagou or one
. .

or h :0 cantencos? -
,

MR. RCSJIO : Dr. LuSKr.a let m. ask Mr. Renfro; tor

answcr that, h2:acca hs's bcon nors involved in this area.
,

MR. RTT22.%7 : Th:20 nr2 tha doc.rr.cnt2 which the

30crd h:2 alrsady ra ric;Jcd cnd turned b ch over i:c :s. Th27

woro ~"'-~1 as proprietary.

I believc tis've Isr.cVed cll of the co rcr psycs,
'

.

and what yoit have thors, Dr. Luebke, is entirely feal cocc e.nd
Dn -

'
as snch is all proprietary.s i

t-
.

I trould lilta to n2ke two atatenants, 2:.5 3 hen:

.

perhaps the 2 card can rsview it.
.

3

One was thu Wolf r cet casa uith the Kanano Cit'ar
i
'

Company as to the coats of trnniun as they appear in the
,-

; cen'ract ca.d whathar er not thov can ha considered pro-
t
4

*

prietary. '

. .

~

As the parties will note, that is not the data,

E

8

| that uc're turning crcr tc ycu at this tina. The datn thtt

: you've ruled upon cro Ocnsumera Pcuer company *c own inta..nci

estimates of what they believe tie price of fuel vill be,'

|. which to ma in different than a contract price entered in
. , L/

, ,

t
.

L between two per:ies upon which rates are based, et catera,

.

b

%

,
__ ... ~ ~ ~ ~

't
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21t15 et catara, which the Wolf creed board addressed..n

,
\/ Cheso ara actual estimat,sd costs of Jhat ConstrtarG

e::pscta to pay, and u.3 suc n have clainad than as pro-

prietary. It'a a airapia problei.m. As is escal, Ccasunor huys

its ur nium facdstock :n the open mar.ict. at the timo a

contract is enterad into, cartainlf the righau sot Ecrth in

Wolf Creek cc::s into play, but pric: to thrt tino to release

this information ocu to all the venCor with : hen Conanners

is going to bargain to got the 1croat prian of fual that they

can get would give uhen a tre:asadoua advantcge.

So the decunants that we hava claimed are not

cont act documents uhera prico has been sat hatveon two
A
i' partics. It is the estimatec of what Concuno: s believes it

'

%)
'

' fill h;va to pay for tha cost of fuel.

'

DR. LU23Y.E: Mr. R3 frew, if this is reviewed and

judged propriatary, than do you tcva to effer a non-proprietary

informntion on frial costs?

!!R. FJEAFRCEl: I've ic0kcd at that, and indeed Mr.

1.?yless and I c.re ctill 1cohing at uhother or not ua could
. , .

previde that.'

.

Onca ycu loch at that data, Dr. Luabke, ycu'ra

<'
going to find cut t'::t Oct cd it is the :nna thing --- just

at different points in time -- and hcc pricac. Go as to

i the eztent that I could provido a non-p:3prietary version"

")s.
-

- of that, I could cartainly taho off the pricco and leave,
5

%

s.

- , - - - - - , - + , , . , - , n --, , 3
-
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M ylt 16 for e::cmple, the years,
t j'U.

But the prcprietary part, in whicn there's not'

: lot of writing in hera -- they're basically data sheets,

'
cs you will sco, with years and prices and megawatts per

ton set out in those docrments.

'

DR. LEEDS: Well, lot .% m *e onc com=3nt firct,.

'
and then I have a quection I want to ask.

When the Doard rovioJad this material last week! -

on the clain of proprietary nature with respect to Consumers,
.

1

ue lookad at it and said yes, it uns a claim of proprictr '
'

|

nature. We did not rule at that time whether it was pro- !
..

prietary. l
n_ 1

) I
sp j MR. RMTROW: If I gave that in.*erence, I did not

]
!

mean to.
i

DR. LEIDS: All we did was Icok at it a,nd cay,

i

ycs, thero was a claim, and wa turned it back to you for

'

getting tha affidavita.

4 My sccend point is, why couldn.t I, if I was8

~
i

clever, tako the data that's in tha open rccord, namaly,

in tho Environ =satal neport and so forth, on fuel costs,
''

;

which must bo in there and back calculato cut whatk you've' '

t

dona hero?,

MR. CC?IG: M;ybe, Dr. Iceds, if you were very,'
,

# ,

.. (QNj
very bright you could, but I'm not really sure ycu can do.

that. I certaiM y couldn't do it.'

t

i

.g . , _ ._ , _ _ . . .
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1
1

,_;$t17 I'd have to ask Mr. Bayless if he could do it,
I \

V kscause the price that's in, for example, the Environmental
i
i

i
Report is a lere'lized prica for fuel over a period of time. ;

,

1

DR. LEEDS: But ycu've told me uhe constants to
|
|

get the levellized price. You've told me the megawatt ratings, l
'

I'
and I can calculate the burntp. That's in the open record, l

presumably. Once I got that, I'd know how many natric tons

per year and all that kind of thing, and I could back it off..

MR. ENFE7: I can't answer yoi:r cuestion. As
.

I said. I don't know whether you could or couldn't.

DR. LEED3: Secondl'y, I'm missing a fact. Do

you hatte a contract?

MR. RENPRCW: Do we have a contract?

DR. LEED3: Fcr the fuel.

MR. RENFRCW: We haite a contrac: with E5W for

fabrication, which I'm trying to get from B&W as to whether

or not they're going to claim this is propriatary.

Mr. Cherry and I have exchanged latters on that.
-

,

If they are not, and that is part of our contract, I'm going

to turn thtu one over. I'm supposed to hear from that one-

by this afterncon.
,

|

If they say that that contract is proprieta..y,.

I'm going ' o ash them - or they've told me, ccmtitted to me,

('h that they will be out here and have the affidavics to me

\v/s
'

by this evening sc I can get them to tha parties and the

v

e

.,me, m. , w.

- . . . -. - ._. .. - . . . - .
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|

O bit 13 Board can rule.
I h
Q''T!

\ Consumers Power Company will have no cbjection

to turning over that contract. Ecw, that's the pne contract

that Constmers has thac relates to fuel prices.

There's an ES contract, which I've already given

to the parties, along with some testimony which relates to

this; and there are -

DR. L3EDS: What does IES do to the fuel?.-

' MR. PSIiFROM: It's an IFS contract which Mr. Cher::y
.

asked for.

Basically, NFS has reprocessed some fuel for
s

j Consumers at its facility. The fuel carr.e out of the Big P.och
p.

<h Plant. There is currently a dispute going on about whether
,

'
or not MrS owas Consmaers a cartain amount of like matarial

!
s

-! by virtua of that rep.cccessing.
9
!

There are some other contracts, Dr. Leeds, and I
d

( would have to go back and see whether or not they arc in

.i affect or not in effect at this tirae.
. .' t.

k DR. LEEDS: I'm sr.ill icst. Let me go back.
I!
1

You'va got a contrach with some ccmpany that's
' ;

!

J
going to nanufacture the fuel. I presume there's an' enrichment.:

3

U

;4. contract with EnDA sitting sccrahare down the line, right?.

'

MR. I'ENFRCW : Yes, sir. ,,
<-, ,

'

DR. LEES : ERDA delivers tho fuel to this marti-j
ud '

~

facturing firm, and they put it in the form cf fuel rods,.,

0

- .-w. +- -w_
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On . .4 .. ..w . . ~ - . ~.

-

.pn- - ms,.c.. a nu+.. .,,.eu .,. . ..:.. m. S t, m, % .e.,...<,.-~a .

.. o,
- a . --.

s
vith ressce'c to cil of the con' acts?.

4

4

| .r.3. +u?. pro. v. . m.t. 3 ca .3 3. .,. ..~%.m ,. 3.n 1.,.%.w,.
*

3 ,r,3 .t , C_. .. a . . . s. a . ..

.a . .l n. ~ - . 4 4. % C O. . m. 33 - e m ,,., A..., A a17, c 3 9 r.y .J. a . ~ ~. , n.4 w7.
*

..s .. . a . .: w . .. - -. ~
.

<.

T, 4 n ti'^ v. = ..*a- * O cs ..o ., . -,

1. , x. ./-

*

DR.zLEEDS: And Uhat's the nr.m3cr in the

. - .- - .. - - - -
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f~'*) ?.t20
Environmental Report th.t yen incued? .

s,v,

c.,., . e.,, 1y 4. ,. a .,3p, . , . u. .,:.., e ,, . . e :.m g,c. r. , . 4 m . .,
4.m.s .
.

..& ..a . .., .
..

:::nvirom?.antal 2 sport is t .nad upon tha e= tic..stcc of Consumor:

4 U.". .d. ". ' . ' .a x 4. ,. .. t''.3 .J. .l. .'.. a .. c.'( a. " * e"'- .'. o '. S Um" .4. '- ' ""-
a . .. .... - ...

Tha first core pricou crc, I ' olie.vo Oor.hractc

cricos but I :nn't tell you tihich centract it is. Dr. Lsado.r.

One of the thingc that ua're going to ch.nge that
.

WG'V'3 tolf. ' ou chout., which I'Ti trying to got :Carc::ad n:rcrsf

.' h:2 ctreat now .:c th y c::n gst th*1 ovar h tra uo t. 's cartiss

wsa,7 r ..'..s.*. 1 ., .;gg.;. ,: 4.., n.u . . . . . ., ,, J..s.i] .3. ..,; 1.-;., , g i. 5. Ga- . .i,..: ,. 4 .
- -

i.., s
_

i. - . . s s ..... ... . . . . se n....;

g., . .go 4, t 3 .t.,...,4 O.: v..w. ,r unAo- s ..,.w.U .s.u, .i.t'<* o_-sh r <.'L3 H. ...- .-' c
.. ..

.
. . . . .

Cora that*3 h0 cod on 30C3 Cf thO Ont 3CtJ. AftGr hhG firSt
,a .,

t )
. in e,.9.n . 3..,. , 1, %.- , a .,. 1 u +3 e 3. ,.=.. , on e.,

. ..
v . ~ , . . ,~

-

,
. .m. on 3: us. . ~ . .

ara bascd th:- * cn t!. int COnrraaru estir.223:rs it will ha.vc to
,..

~catr for 1ollou ca':o.-
. -

a aa. m* ,.ue.. * r. . 7i ., ?. ..a., .L. M~J.'q g .**.a. .. (. .. ?.g.*1.. y 1 > *, .

..u
* ,,
. . . ., .. . . .

_

MR. RENF30'#: 'J e c ., s i r .

PS., CEZEII: If yott:re done, Mr. Ranfrou,. I h ta

a c:ZCSnt. .-

.

DR. LESD3: Thank .icu sir. I :n.o.r:ciate .vcurr

pctienco.1 ,.

,

I'd like to return this to you u.opensd.
.

pc...,- ., e i C.''.c--mr . ). 3c,.d +..a., Fv. .
-

.t...~.

,6
I v .au.. . c EP.:.'.'. . . ' " .: ".

.

v/ .

; ;

I

DR. LI'2 S : If tc.e want it, I think we can just |
|

I.

I

i

1

i

l

-. - - . . . .
l

- n --.
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't 21 ask che Staff for copice, an6 I'm sure they will provida it, . . ,

(V...
<

to us.

IIA. CHERT.?: Cr. Lw.:is, I'd just like to point

cut this, th2t ID:. dufrow is correct that I did 20% der all

of the contractc with anyheSy t!stt deni uith uraalum fue'..

.

or the cranien fuel .rfole..

I got a lector back snying scca arc pecprieunry,

that if I uill sign a prcprietcry ori!ar they'll give it to
.

me; otimrui%, they v n't.
.

Ucu, that van sems Iccaths agc. nnd I haven't heard

from thcn. Tcu knew, this stuff is really incredible. Id
.

t.Jo cenpcnics sign a contract it's prcprietary, and what's
.s

s

[ - J

underlying.' >'

The prol:laa vita proprictniJ is that the nuclear

industry, and partictinrly CLacumers, dcazn't unnt a vida--
, .. . , . .

apreac a :c;1.,nnt .on or hcu quict,..,.y nuca.sar 1:ue.:. coats are.

,

escalated. Thry don:t scent that. They don't wcat a rcporter,

for onanplo, to got ahold of the fcat that it's going to go

way up.

i But not permitting ne to use that infornation,

uhother it was c contract or a fuel cost - I mean, this

isn't a patent or a cecrot technology. Consumers' negotiating

-pocition is cortainly soccndtry to the public interact in

( m.
<

> . . ..

h .n O*7.1 3 g i n 4 o r m a t i o n .
3v

.V
Now, if I taka that information and Z discuss it

..
. . .
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'kt 23 about cartnin tair.y: that cra protected, but it's not an
|

:

.

cbcolut priviltgo an6. it Ocn ha t:cived. To n".<pt the trr.-

ditional rulo of a cle.im of prcprietcry or c .y cne of thcee

privilag c where you chop infer ttien frcr cening on the,

record is to dccido 'he iscue against tha party claimirg.
''

the n. riviloc_ o.
.

i~cu hitw, ycu teho the info =cnt:3 = ace. IS the

FDI cr the Uniusd SS:tc G Jornm:nt refuse: to gice you the

cama of the info = tnt er tho informatien, than thay. ccn't
2nd 1 prosecute the criminal. Well, hero Consumera Fewar Company
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( is seeking the centinuati:n of a privilege._,
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... '/4 1 ,: CHAIPJD21 COJSA.L: Well, Mr. Renfrow or Mr. Rosso, |
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1arb2 1 pub!.ic as opposed to just tha parties to the precaading.
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.i you can't givn it i.c Mr. Chc:ry and Dr. Timm and of--
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U ccurse, ha's ri?nt, you cannot ac out and loc:c ct it. >.
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Il ' ba relenaad to the nublic bs'rcnd -- it car.'t co be.v. ond Mr.- a

_

13| .) , Cherry. .
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13 ; to people that arc involred in buying tr:niun to find cut
n
4

- 11 ,, - 4. , ; t,2t. 2 , ,ha- .:. t .._., 1 . . u.,.,o. .a. . .a e.. .
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"G is 'ihat thi 2 card ncess to hc.lar.ca; i.-hather or net indesd.

E tha: claim is vinhlo. Dr. Lacf.s aa' cod me a cuestion --
o

the.e were prices, fcr entnplo, in the press, on uraniun.21 F

22 Perhaps ha dcas but that is really what the Sonrd has toi, c

.I I
i

~.3 hclanca. * '

,

,

.

24 || And th W 3 Uh?.h that proprietary arranganant
j 1, s.
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'

6 23[ was sat up to do, 7a3 to have tho 2 card balance what ha says

1
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_
.arh3 I he needs to do with it versus tha rencen uhy va requasted that

( | - ..

0 it;ha proprietary and nada that decisien.v 5
,

\ |3j| D2. .,U"322: Mr. Renfrew, if uo could find in ;
p ,

'I ', s o Wall Street Jcurnal or acna echar place th= futura price |,
. .
.

t 1 i
I3J on uraniur., ua could ucs snu instand cf thic proprietarv.?.1 .

.4
la- << '
j M2. RE:E' ROW: I ni scrry, Dr. Luebha.

' V

<.

i
7i UR. LUd";G: You just said ycu cculd get a world 1'.-,

I t
1 . . .3 prica or soma such from soma p' lace. Ann in. 2.t nera lic;.0c

i.
! .

9|t in tha cerncdition futures, in the pcgcs cd --hc Un?.1 Stract.

.

'Ch. J c ".r. u l , if I could use it -- hut ycu tre c ying 1:i we aa .1 i-

O

.

!![ Socrd find acna othar price of uraniun va liho, va c.m use
f

12 it? t
t

w~s.-

( y r, 5. 3 .u . . p e ".. E C'.7.- ~ 3 4.d'u ' 'u- a u ,r thu-" at a''1../ ,
r

v.
7.? . DR. LUEZIC: You want uc to uce this ena?

I
i

15| H2. nn:FFON: I holievo :* . Cherry could use thec
if

I

:G|
fer his purposas of c?c23-anniinction as to whcthor or not

i.
3s

e. .-,~,..,,,,,, ~. .-.- .i7a gno, v , id.'."..*:r .r v^ 4" "'-

.. u _.
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.
-. m. ce lumi. ' . tW-- - 3'.

1-

i

I3 i' :. ant in
t .

,

*
1i .

19 ! !
~

And Mr. Cherry ce.yc in ordar to tact thoca niu -

20 ; i: ors, ho naada to go cut and talk to o,ther poopic and sea if
14
1

I
f they hava any validity.21

22 CR. LUEDIG:,,It scans to na that he can do that.

23 , If I undarstand it ccrrectly, tha nur.tsrc arc in the 3R, and
; i <

!2t, i can ycu check out thoca neers,tir.. Charry, uith other~ ~ .

/ 4 . . .>
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d 25 suppliar3?
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U frCal hit?. and I a .SU9 rad that rqqn2st L.;d h.3 Lard ha'; a:.cies!

P,
.

.

. . .
.,
,

I' .J(. ,N .'. f b h r. i.. . 5.. . A.. "'." tl on c. he,. T.
'- 4.i m. p..t e.1 ' g a. .q ~. .:.i.c.i.s. _ g e. d,. v.."l..i.v., .w. . .* 1.t.-a.d

-

.
. u .. . n 4 . . . i

.

g . . ,-

_.%,
3

a ,

$. 11ffy. *.n.g.e.-j .d...-*4 .. .i T.- .. 4.s. ,. , ; p, . I.i. *
p .. . . ,
,. .

..

'' 3 h.]. ,'l.].> i .; u.nc.1 a..,?,.,......*.,9. 2 ....
.

e 4 4,y ...t.. . ... u . . 4. 4.....m ,.,.,c.,, ,* $ .. .. a
.. . . . . . f ... ,

.

..I'
g C, hn ?.*. 9 - ,pr w=3 k g.;.- . r.g J '.._ e t. g v w.n_.

4 I,

. .~. .

i, ,...
Ca.l.. .. ..z. s.41' A i .'. r ''. Q .,:. ''.!ml. . . , . ..

01i. '*?3 a .:. s.h 3 .~.:G P. C.*iU.'. 13
* . . *.. *

t.
C I
1 !

I'3 n.a.d.. .?. .: :1 s.,_Q. c,. g.# g 3. O. v r.:.;*. r.a.
*

.

. . -. .m. .$.i. * .s. * , r., a. - .i g i a.. y-- r _._-.?c".. .?. .:.
*

... . _
v. . .

. . .

v .

29f is acv your obligation .'.o ir.ako that cl .im of privilsp an2
L.1

9
(I t20 !' turn thsJa ovar to th3 2 card, as it tas fear wae,'ts ago. '

|
.

|i: *

E.| Ycu tol.I aa if I t:ould sie.,n an order ycu w u'.d ci W2:
i

.s .
i, i2'' . i th.m to ns. I am not coinc.e. ho slan in order with rcs act 1
0 -

9

J
- .: ..e ,..,

_ . .. , .. . . ,.,y.n ; a ,. .. .g ,... e. ,,,s,. 4 3 o ,,. . . . _c. . f.-. .
q . .. . . . . .. . . . . .. . .

4
. . . .

IJ .:.j yor - fua!. contru.:ts ; Submit them to the Doerd and e e. plain why
.

Gj- ' ,

,j ,
,

25 s, vcutant 20 hasp th contracts.,.- 4.a.i..r }
v

-

51
,_ .. -. .

.. g
g$ .

N

n :
'

:t

.l .a
J
i
e

- - - - - .
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crb6 1 CE.EPlGN COUFAL: Oces anv. of }'ou have an.y o.ra-
/'_;

2 cadcnt with rcgard tc Ectrd ruling cn thcsc kinds of clcina

3 to prcprietary uii.'r. regard only to fu.a.~s prices? I := not

4 going -- tclking s' cut --c

5 I:n. PE;;'FFOU: I chink I Tculd refar the Ecard,. tir.

6 Chcic;an, Ec the E'cli Crish Z:Asta City Cae cni .T'.cctrie.

|
.
/ tilat c3Y.9 cutJ %1are 13 hCh.a a u_ lc .n33.ng ,.Carti coc.L3;Cn an,w,.. . . . . .

* s
't

.i il an Appeal Irmed rerr.and and s.ncther Licuring Eocr0 dscision,

c 3.c .t.. ac ..o . .de.w i.c. %... uy r .2. 2.7. 9-
u - - - _r - 4 .'. e - , . i . f. .~.,.m...,.u..,~ m

. ._- .....

f
E
i

! 10 Thay hav:2 cet cun the artr.::.incs vnry ell,.

11 As I said, tho ctre is scree.'ha t 61.Warcut :.isa.nce

i 12 ' there it was a contro.et. But they sch out ths. ergnmente fery

m
. 13 well and there was c wc-c.erber 2:'.ejerity and a one-=.:nber--

.

( %)-

;4 dissent on releccing :he dccumsnts and they h.#.rc cet it ont
I

' 15 very well.
I

1
: 1G CD.In!GA' CO TI2 : Do ycu have the citatica lor
1

! 17 that?
i
i
'

. 18 MR. 11ENF.~.C'? : Zet.cas City --.

.

is TR, B7T_la2n: Ecncas City Gr.n and 31ocr.ric.

20 MR. CIIEI1EY: I tl-ink it is the susc eno en th.r,

21 remand thct I have ci:2d here carlier in my arge.ent.i
i
.

#-

22 CIIAIni.1?J4 COUFAL: Thct was a Cc:::2iscion decision,.

t
'

i
23 : Cn. LCEDS: Mr. nsafrow, ranilcing that this !

-
,

:
* t

. | . p.. 24 ic c federci ptccueeding, I ntill hnvc a cuestion uith re- j
l t

t u !

D 2e accet to a public utility whicit is regula.ted by a stata |
1

I
.

.

i.

.I.
,

. ,

- - - . . .-. - , - . , . -. -
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*.aarb7 ccr. mission. Do ycn hrxe to turn over the fuel prices to
- ,

thch?'
-

_.

-3. m . C :1 ? M W : I can't answer your quac7: ion.
-

4 ! I hn w thsy turn over fual prices, but sc.fa of ths.m, Dr.

5 . Leeds, I hacw for .ur.mp12 they acn't nava the supplierc

6 .;ich niu ccs :: cts u , that they can tall -- the contracts,

y .

for eX2mp r,3 , on coal..

B ' I de know they turn cvor their coat information

9 on son.2 type of an a-Trasm3nt. I uculd :uth.3r not en", c
-

10 |I tha b'n... ou Irj hncul adge . I will go back and ash th?.m c3 to
.

I

j.

t .

i11 i bow chay provide than to the Public Service Cornicsion. i

13 DR. LFZDS: I2 it is ciread1 ce then it decen't
7 't. 13 muttar.i.

/ ,)

Ny'

?J p Mn. I m a 2:r!: I have caked Mr. Enyleus hofare
:

o
ha uigne:d ' hia af_7id.riit; us do not -- it could tell be15 : c

,

-* *
'_ -. 3 f.. . .v .s O f .t'' e^ 4.'.'.i. fa , . ,.p e

. . .

!

l
!? Cli;'.ZDidal!1:CUnL: Doca anyone know if 2:7.C decisiona {t

4

i i
10 i tra in the jr.Jge=' ..ibraries7'

i
t

i

19 ; :m. Gir'nG*.7: Mr. Chairman, I am going to he.vo to
.e

20 ' go bach with -- when the vitnesses starts and we have scme

ni i doc;ments to deliver. I ha /s, I believ.-2, right where I ccn
:

2?. 1 got my hands on it, a copy od'that' Appeal Board casa and the-

.

23 : Liss: sir.g Occrd caco und I will hava tham Xarc:: two copiuc
'.,I-
it

,~_ 24 ! and bring it over witn tha other stuff. !
, - f .

.

t v t .

/ 25 h Perhans thtn ve can move on. . . . . . . .

L f -

|

i i
l
i
e

s<

.. _. -
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.irb8 1 DR. LEEDS: I see a few hands being raised. If

G
2 you he.ve get a f ast Xero:c me. chino, why don't you make enough

3 copien so that tha otiur poopic can see it.

4 MR. LE2HIi2R: Pr. Chairnan, in the c. canth.e, I jl

!

3 am not sure whera le are at. It caams to me there he.s been

G a let of discussion which hasn't moved this proceeding .

s
.

7 along over the pas 3 45 ninutoc on thic quoshion.

3 negardleac of Mr. Cherry's r21uctanca ultimataly
g ,

3 i as to what tha que.: tion should ho, it is a acrrai practica
. I

:

10 ; when a proprischry claim is mc.de,that tr.c 202rd and parties
t

i be abla to see a ducunsab cn a temporary crf.or :frc= th'
11 1

12 Board that tihey not be discloced because -- co the parties

! at least can ccnment on them. W3 havan't bosn abic to"

f 13

14 1 neaningfully cay mch without seeing it.

15 I rouli::e Mr. Charry's cencarn. I don't knew what-

the Staff view uould hs; ue would hava to see in, I,ut if
1G

we don't at least sava in distributed under tem'crarv. c. !ar --.

,

1i

without of cocrse prejudging the ultimate decision as to !ja

wheth2r or not the order vould rc=sia in offcct -- in isgg
.

20 impossible to say much of anything other than these vague

21 arguments.

So the Staff's view uould ha for the 30ard tc22

release these to the ;crti33 under protective order that they
23

not be discicaad panding :211ag by the Soard.24
( \z
\ v And 'to *iculd attaapt to gila tha Board our viewsP c5-
v

,

4

6
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m arb9 on it orally, if they wich, at seen as possible; parhaps as
t

b
2 ,.N /-

'S acon as temorrow morning.

3 ;,;3 , 7 g 3 7 3 g g ; y cm pggggg=.y happy to.do that,

*4
j Mr . Chai.'.-. n . I mndo that offor when wo started.
.

:

# f CHAIPlWiCOUF3L: I r member thct.
I.

[#
Dco: Do'.1 have any interect in thic?

! MP.. MUT3: No, Mr. Chai:stan.#

gn
.

8

t' 7cu' don t uant the canarc.- -
. .

.

. t UCu f.bn ' t *.73nt thG2, Mr. ChOrry, und3r any Scrt of
i
.

10 !. c thacor:ry pretac.i'co ordar?
1

-

II ME. CHC23r: Uc11, the only 'iny I can make a
1:
1.

12 neaningful ?.nalysic -
,_ ,

,
.

( (v), 13
-

CHAInMid COUFAL: I ach vou to think about it-

I14 because it uicht help us if yet wculd lech at that cr.d tall

15 us uhet you think of it.

10 212. CIC2nY: The answc'- ic n'c. But it isn't 53-

17 cause I don't want to holp y ., but the cnly uay that I can
i

18 make n meaningful anal 2ycis of those pacers is to begin to

13 mcko come telephono calls. They would go heyond Dr. Tinn.

.O
-

I would call come people at the Unicn of Ccncerned Scientict;'

21 I wculd call scna people on the Senate Staff Economic Com-

22 ditii6e who are doing a report on fuel costs. .'.nd I cn not

23 going to toll cc=cene: Ucy; ycu can't ropcat uhat I am about

24 to scy to ven, becauca I can't a.ive you the help von want.~,- , .
. 2
- 2
s

G- 25 CHAIPlWI CCUFAL: I am not going to force it m you..

.,
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3195
oarbil 1 'tithin tha Staff en this subject. I realise this isa't for

x
~ ,/ s. . ,V' the purpose of full cualy. sis, but I mi.Jht u k E se., just-

3,
, i

. 4 i
3 .: as I think Mr. dherr.'.r trould ha fr+s to ask Dr. Tirra ,na-

p!
.
.

!
<

.I'i . - thur tho.'.r ha're ses.n tM33 kinds od n'aiocr:. in the litera- '

.i .
.

t.
.

t,, I

C ' bare before.

0 CinIS26.M COU.?AL : Ycu identified '- our fuel e:: cart I
. . ,

7 as beina hera with on, and --- -

,

. 0 IIR. SIGI:iER: Ms hm a witho;; hora, Mr . Ch:linnan. !
.
t

9 I -m not surs ha uculd be the hasu g.:rson cc unlh tc. 2 !t
t. .
.
,

10 wenld ha 7s to check . hu?. it +rild ha vit.f.n the S :.s2f , .m:--.

!

.I
, . - .e a. ., ~. 4 g ~.....,] s. .,.. . n. ...

.

77 3 ,. , n. . . , e,..,.,.. ] . :: e. .u -> cm .,, ,. w. .3 .i.,, ,.3.
, 4... 3.. .. .. s . . ,. . ~ . . - . . . . -... .

12 .Fra. .'.. ar;.o. _: _': c. . ."o- -.A .'. 4. ". c_.n s n u v.N.. _ .'.1. a- i. w~ 'w .c. u , .d.ea4..u ,r- '"-
. w -... a .

7 Q- 13 treatment. We then raview it and decida.whnther na trill
x !-

\ ur
14 ., grtnt er deny tha claim.

, .

''

>

i
'

15 i It seems to ce --

.
. ,; ,=t.sg - a g q .a.,,ga ,eaas . 9s ..O g.g : , ,. S. ,. . e .J. g. .,., 4 , 4. , . , . , ,.0 . .

.

. . . . . . .
-,

..
,,,

.

. ., i .s., g m...n. , ., . .n a. .. , ..g u,,, ss. .; n . ,7cu u. .., . 3 c, ,..: ~w.. ... . .u m 2 a u . , , , u..p 4 .. .i. .. .. a. ;o v,

o
i

10 i-- - 9.1 1 .t h a t .. 4

!

13 MR. BEEICCR: I cculd uns tha ts2.ephone, sir

20 I sort of recent the implication that ths Staff is not on-.

21 titled to discuse --
1

22 C:22.IRU2.N COUFhL: I!o one hsc implied an./thinc.t:
.

23 .L
Mr,.Erannar. Ecu arc sensitivo.

i

2.; iL MR. EliEliliER: '2ine has provsd ma; if anythinL
.

'

.x
sv

.u/\ '. t . u _. lvo o ,.C. 9~:, .4.n +. .,4 -, , ,
-

c. c o -, 2.4 ,.v ., . . - -3... a u , - .._ oao
.

.

. i-

] .~.
. .

I,

._
. . . . -
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barb 13 i decr is with 3schtel. And he asked me whether it would be
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.

I
n.sarbl7 at ccunsol table the lact M me that Mr. Bickel t=ctified. As
; i
N .. \

{ a matter cf fcet, that war Mr. Hains who cisc is in the
,

3'

lead for,2cnating cros.
. .

"
'_ We have indeed applied a censistent : star.dard, or;
!

.
_ ;D

, least tried to, in ett cWn light, in r gard to tho W3 have
|1
.

f 6 at councal tchla. And that standard is who can ba helpful
I .

.
' ' to us on ths subject. It would be pretty ailly to have

O semebcdy there who wouldn't be any use to us.
t

9 and consequently, at thic point in tiac, we

i 10 believe that Mr. Hoeely is the man whc wculd be most helpful
,

.I to US.8
,

I

| 12 Incidentally, I cm told that Mr. Mosely is a paid
I

f 13 censultant to the ccmpany even th ugh he is ratirid as an
.

; 14 employee,
.

.

. 15 Mn. CHERRY: ro you reali::e that there is no
I
.

iG attorney client privilege in any of those conversations.

17 that Mr. MoJaly he.s with Mr. Rceso? And I just w=_nt Mr.,

,

18 Rosso to go into this wita full hands, that if he begins to
1

.
19 have ccnversations with Mr. Mos21y, if you go ahead and per-

1 -

| 20 mit Mr. Moselv to be their exoart, the very first question
;

I
'

21 I am going to ask Mr. Mosely is for him to tall me averything
!
,

22 he~has discussed with his lawver. I unnt ever'.rbody to be. . .

23 aware of that.

(~') 24 MR. RCSSO: He can ask him if he wants. It
! / -
' _U

25 von't bother me.v
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.trb18 1 M. CHERRY: I taka it, den, dere will b3 no
n\((j) 2 claim of privilege?

> .-s

3 MR. 3RENIiER: Mr. Ch irman --,

4 MR ROSSO: I see; it was uhchher we would claim

5 an attorney client privilega as to what his lawyer told hha;
,

G of course it would be clcim of attorney client privilege.

-7 MR. CH5RRI:~ I don't think Mr. Mosely is your
,e **

..4--

O OliGDt- ~

9 MR. SEENI12R: I would 'lika"tri add one brief point,

i

10 of clarificatica en behalf of the' Staff s.r that we don't mis-
i
'

l
<

;j lead anyons by silence. Our a:gert witness- is also a pro-
'

,

,

12 apactive witasse in this precseding. Mr. Feld would be hers
|

|O to. assist us during Mr. Bickel's testimony. !13,i(%)).
14 Frcm the beginning of that sequestration-order

i

15 way bachtin Midland, it was made vary clear by the Staff
-

1G and -- at least, and 3t . Charry said he agreed, that scme of
.

37 cur esports may very well be prospective witnesses. It was

18
part the St ff's vehcasnc objection of what we deamed to.

l
be Wjg 4- ationality of the order on the first instance, but !

1he that as it may, I want Mr. Charry to undarstand - |20
|
|

21 MR. CHERRY: I have no problen with the Staff,-

Mr. Brennor. 1*.r. Feld has been ths censistant witness on3

thic iacue. --'

g,

f% 24 consumars moves around with witnacses. That's mv'
.U).t ,

-

problem,
v 25

,

1

|
_
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1

g aarbl9 MR. BRENNER: I den't --

Qh 2V '
1 MR. CHERRY: It is Consumers' dishonesty C have

3
attacked, with the Regulatory Staff it is just their incom-

4
petence.

1 5
| MR. 3REMNER: I made my statenant so as not to

6
mislead anybody.

7
I would also ask the Board to admonish Mr. Cherry

,

O*

I not to make those gratuitcus cc:r.ents.

Mr. Chairman, I der't mean to take up time with
i 10
i that sort of thing, but the pattern has been Mr. Cherry makes
i
i
i 11

those gratuitous cor ents cnd then the Ecard either sits,

i
'

12' . bach and says nothing,with all due respect, or says: Mr..

O 13'Q Cherry, don't do that.
,

'

14 Ncv if there are so many times we can get Mr.
15 Cherry --

i
1

' '

i I0
CHAIRMAN COUFAL: The only thing he has said so

|

17 far, Mr. Brenner, is he has challenged the Staff's ccupe-
30 tency, and I don't kncu that there is anything wrong with

f che.llenging the Staff ccmpstency.IO
4

90' MR. BRENNER: There is a proper and an impioper,.

2I way to challenge the Staff's conpetence, and the improt'r
i

,

22 way is for ccunse". to cimply stand up and point a finger in
23 the middle of a speech and say: You are incompetent, and

24p that is not the prcper way and we dontt have'to countenance
%E

25 that and it is wrong for the Board to Sountenance that..
., m

*
.

. . , ,e

_-- . . _ - - - , -
,I
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,

arb20 I Now if he tmnts to challengo people's competency,
m,

2
.

the way to do that is on the stand md through cross-examina-

3' tion and through hic otm tactimony and through findings.

4 So I take strong cbjection to any implication that

3 it is proper for Mr. Charry to stand up and say that. :,And.I

6 wich you vould reconsider that, Mr. Chairman.

7 CHAIRMAN COUFAL : All right.
-:

3 Wa are going to overrule your motion with regar'd

9{ to Mr. Mosely, Mr. Charry and permit him to stay here And
|-

10 f. wa.will also.portit him to testify when it comes time to de

11 ; that.

12 Mow would you put your witness on, Mr. Rosso.

') 13 MR. ROSSO: ' I certainly will.
v.-

s
- 14 L MR. CIGREY: Are you a prospective witness?

15 MR. MARTINEZ: No.

1G MR. ROSSO: That is Mr. Martine: that I mentioned

I
17 i to the Board.

i

13 MR. CHERRY: I would object to the Bechtel ch-- I,

i ,

i
19 cerver. Thay have alwcys had a lawyer here. I had no objec- '

j tionto that, but Bechtel is going to be into this case pretty20

21 knee 'dcep when we.get' into the remanded hearing, and thera
1

I22 is no telling who frcm Ecchtel is going to be a uitness. And

23 I would cbject to Mr. Martincz being here. I'

o T.4 C3AIF01AU COUFAL: Overruled.
Y | |

b' 25 MR. CHERRY: Eut I take it Mr. Marti'ez is heren,

|a

._ __ _ __ . u
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barb 21 on express representation, that it's not contemplated that he

h 2
,b will be a prospective witness?

"

3"
CHAIIDIAN CCUFAL: Mr. Resso just indicated taht j

!
.T -

Mr. Martinez is not projected as a witness for the suspension ;
i

5 n. earing.
,

MR. ROSS3: That's correct.

7 May I praceed with redirect pf the uitness, Mr.

O Chairman? -

CHAIRMAN COUFAL: Please do. But first:

10 ' Did the Staff have any cross-c:ccmination?

II MR. EGEFLIMG: Ilo, Mr. Chairman.

I2 CHAIRMAN COUFAL: Mr. Duran, does Dow have any?

13 Were you finished with'your cross?,

|b -
; ja

MR. DURAN: Yes, we are. |
|
'

Whm,-ereupon,.g' .

!
I6 MR. BIC32L

17 was recalled as a witness on behalf of Consumers Powcr Com-

18 pany. and,~ having been previously aviorn, was armnined and

I9 testified further as follows:
~

20 REDIR2CT EXAMIIIATION
,

2I 3Y MR. ROSSO: #

|22 0 Mr. Bickel,.wculd you summarize for us the inputs

23 and the methodology which you utilised in performinT your

- 24 load forecast?
Nj 25 A. Yes, Mr. Rosso. In 1975, Sonfirmatory study used

,

t

4.. '

,

, _ - , _ .
.
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.

I.arb22 what I call the traditional Consumers Power sale forecasting

2 '

methodology --

3 - MR. CHERRY: E:tcuse ma. If the witness is reading

4 from something, I would like a copy of it.

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

6 MR. CHERRY: I would like to see it.

7 MR. ROSSOt Show it to him.

8 MR. CHERRY: You can t testify from a document8

,

9 unless it is produced. If he is using it to refresh his

10 recollection, then he is testifying without tha document; fine ,

'

11 If it -- he is just reading from something, I would like to

12 cee it.. I am entitled to it. Either take it away from him

p, 13 and ask the question or give me a copy of it.
( j #4

14s
,

i

15

'
1G

17

18

19

20

21

22

23

24
5

25w.

r

~~ m w
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3Y MR. 20SSO:
.

O JE~aTZEn Q Mr. Sichel, are von usine this docutent to refresh-

-, s
/: v5 1

- -

3, ;-
...~ ,' ~ ~ ~

-

g ,L,,. ..a, ..L.1 C .:.4. Jn
-

. . , - -

_3,. 3. U , . 3.3. 3 4 ..u,,.r.,.p.3 . - ., .. s., 3,,-)1.3 gC . . ,. , u , , 1.i.. .L.. w.. ,.. . . . .,

."l .r . a , - .I2 plch, , .; , n.;,- v .. . . e , 1 .m. e :,2 :. 4.<. . s ,3 c '.m
.. . ; .. ..L . . . . . J. ...s .

-: 4. 2.e. s. . r ,. .. t.:h., e.,. m ;, , t 1.
,< :- ,,".c,, G,3 .. c. 2 .s g .4.a.. . yc, g .3 , e,, l ., , ,,a _.m .. w -- o - a. .: a . .. . u a a .s. . .. ;

s , f?
n. <.=- {. y ~,.e -.t.

., m. .v j .. .
.

Q A., : h..i..2 an Ou ts'. 4.r.''. C f " '. ''..- .-^ 0 4... m" t'.-
. . . . .a

.

..iI .c.,. u.la.s., te.

.n* en..t,J - 4. .e Q.n. .O. . % .1. 4...,.s, Of 23..s . 3. . ' ., ,.,. 1 1. v ,,,
- ,.:...<.

. .. .u ..- . . . 4 . . . .; 4c. e. L,. .. e sa .-u a

- <=0,.. c.a. , -u 3 c ., .,. .e. g c .a
-.s., 9 .- . . . , , - ,-

. s. . .
. ,. s .u . ,. .s .., .1. s.3., s , 4. .,oc y w. , ..

v . u. . . .. . . . . . . . _ .

sales.

MR. I'.OS 30 : ."r. Chairman, '.'s don't hr.ve anothar

.co'v. wit.n us.9.
-

!,. ,D
4s ~. , j .sm.. . . ~. m. .,sn y . g a l l , .1. e t r. 2 A' . ^.'s- .' i.* .n..".d 'I --w . . . . .

i

.'

.y. . . .r.g.e 'O .- -

a' ..n. s.2 r.. , O J" ,c.t i C .. .* 1.L''..'.'.'....
?

. .'.u. Ch. - .-. 'a
-

.-J . .

44.r 3sw .

f o. . C:. m . m.1 . uO ca%. , 2. .. 4.1.1 .L C .* < L. 4. .. . .;. J 1- - -

.L ~u . .4. ..4. : ...%,

.J. g <. n 3 s. 4 f u.4 q4
- - g . , .

..L . . ..

.Ca a r) ,..O, , C. w.. . , , .3. e.
1.

.. :,. .. 4 .:. . . L. . . .s h.t.i4->m: . . .,u . . . w .u.. .. .a - .

4. s c a .+. ' i s. v .4 .''. . ".t..,u 'a .4.' ~' ' e,c.'. .'.< 4'u- c .r. A. '.5... . w'.a1 4.t 't..> '+2** -
.

- - . . ...-

and than he can continue with his tcctirony.

.

(Handing. to Mr. Charrv.)
.

|

.' IP. . C"u". a'T' .- .m.- . r b a .4."...'.n , I ".. c" .'.d 4j1 ~'u 14 .' e '..1' l
-

. .

. .

-

I
n.a.,. ,.g n . . , .a .,. Acce . u +.. . .. ,. - ,. 1.4. . . , ,,; r w '

.n, .. .,.10 n u .,., eO v.4
,:.:. c %. ,.n r. ,4 . .. ; . , I

l? 4.n :. o . i..... 1 0 1,. e .4..,g .? ,t t u..;.5s.. y. a..e >. n. . :,4.A. - \
- -

. .. .. _s .,n+ oa g.n. .. : :c e s. .
: . r

. . v m..
4,

. :
.

.

(IIanding do c.T.Cnt to Oh3 3 Card.)

. - - -
- - .. a
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1

I

O. *tm2 i MR.. DF.E1HIER: Mr. Chairmen, I guess ths . Staff would.

\ /
.

w-
like a look so we know what we are..tal%ing about.

.CHAIMIMI COUFAL: All right.

It appae.rs, Mr. Charry, to be a vary docailed

outline of apparently what the witness is going to tsstily to.

Is thatthe point ycu vant to mahe?

MR. CHE2P.E: Yac.
-

I m e a n , i f i t i s Srr i t t a n t e s t i m o n y t h a n i t i s

written tnahimuny, cnd it Ihould ha filsd, et concra. ht theco

ar3 cribbing notos cni ha ic going tc raad from them. And wa

don't need a. witness to stand up here and toll us he can recd.

1

And, if Mr. Bickel did tha ctudy he really knows
,

, .

.

) '

.( ( what he is talking abouc. I.know if I did a study and ccmsone
1 s

asked me to suzanrize the inputs and paras.etars, I could do it.

I wouldn't hava to sit det.T. and have c 14-paga nota.
"

.

I want a copy of thch. And the witniels, is no1-

permitted -- you knoth the rulo en refrcshing r:ccilection in,

very simpla. Ycu ask a man if he has ever se-an -- if he has,

ever been in a meeting, he says yes but I dent quite remember
.. . . , . . . .e.ne manutes or the meeP.ing, anc ..rnan ne 2.s given the minutos

.

' of a dec' ament he Icokc at it and than it goes away.t

%.. nu m. a:4 cf _i A. 4. 3 , io
.- gy._ou. 4 h.m.t "..". _4 ", g^" MS+

c ..

%?^10Ty. 3Oh to rSad frCm becauTe che taBti21ony h33' t0 he frC3

ff) him.
'j.-

% .e.di

If he says that he cannot refresh himaalf without .

.

b

.aq

* gg-s
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; 1j

I::n3

(^': Icoking at the document, then his testimony is qualified to the
,

%,/^
,

entent thct it beccnes testimony frca the docu! cent and net frca

him.

And here ne arc at in administrative prececding en
!

redirect.-- this is the'mont ungcdly thing I have svor scen in,

..my .u.,e.. .

MR.ROSSO: Mr. Chairman -- go ahead, Mr. Ercnner.

MR. BREECR: Stripped of !!r. Cherry':; chcr:cteri-

ntion, tir.Chairmdn, the Shnff clanrly agrees. I think we are

entitled to a copy of thic.
~

I don't scy that the existing of that uriting

,, -
precludes the witness frcatastifying if that was in the import - '.

J 1
I 4

/ CD MR. CHERTI: No, he just can't use it.

He testi.fies from his camery, or his admission that
-

I

he needs to uco written tactineny, in uhich event it should be I

'repared.p

MR. BRENNER: Encuse me, Mr. Cherry, I think

1

I was ctill cal? ting. |
|

|
|

MR. CIiEREl: I'n carry, I thought you tre talking |
.

'

to ns.

. MR. BRENN3R: Ho, I dcn't address other-ccunsel. |
1

I address the Board, as is proper.

I don't agrec thatthe witness can't use it to

testify from either, Mr. Chairman. However, other counsel

cre entitled to loo.'s at it. But it appears to ba a document

:

_ _
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'
.

t, l

1

(N mme just prepared for purpocos of testimony as distinguished from
' (

\ .some background technical document, which is in e::istence for

some other purpose.

And, if my characterication of that is correct,

then I would ack Mr. Posso or tha witness to confirm that.

Then Mr. Cherry. and the Staff and Ccw and the Esard is clearly

entitled to a copy of it, and it probably should to markad into
1

evidence. Than the witnoss wcrald he allowed to tactify fren '

,

|
l

it. i

i

DR. Lc;en.S : Your cositien is that until we get
-

1
i

that, no testimony?

MR. BREENER: Well, Dr. Leeds, on behalf of the:
b - |

( b ') staff I am willing to listen to the testimony and than !

determine if I need an opportunity to review it later.

IIowever, if Mr. Cherry insicts on an opportunity to

have it in front of him before the tactimony goes on. I think

he is clearly correct.

DR. LIEES: Thank you, sir.

.

I think I understand your position now.

- MR. ROSSO: Okay, Mr. Chair.a:n, this is an cutline

- of what Mr. Eicksi did, the inputs and the outputs, or whatever

the methodology that he used in doing the load foiccast.
.

I, nr.turally, told him that I was going to ask him -~

) I asked h4m to go back and raviaw this. And I told him that I
g/

; was golug to ask him a question which would ask him to outline 1

4

|

. .
'

7._m__ _ -
- - - - - - _ . - _ _ _ . _ h --i
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m mms ", for the Board and the parties, precisely this material, how'

[Q Dh
i

i he went about doing it.
'

Now he apparently has put together an outline hero,

wifh regard tothe procedure that he used, the inputs he obtained,
,

how he obtained them, et cetera.

I have no objection to providing the other parties

with copies of it. It is going to take us a little time,.

- to get down to a Xerox machine and get it copied if we want

to do it before Mr. Bickel testifies.

I will agree to do it before any cross-examination

of Mr. Bickel procseds, recross, on the basis of this. I think

,

it is a little bit of a waste of time to stop now, but I think
o

k - Mr. Bickel is clearly entitled to rely on this or to use it
t

to refresh his reccliection as he goes through. This was a

lengthy and very cc= plicated process that he went through and

he wants to ha able to explain it to the Board in detail that the

Board needs to understand what went on.

And there is just no :sason why he shculda't be able
.

to use it. After d.1, we are here to get at the truth of it.
.

We are hemto judge the validity of the study, and this is the;

testimony which will enable the Board to do that.,

DR. LEEDS: But if it is lengthy and detailed,

shouldn't we have had it ahead of time to review, just like

we have normal testimeny ahead of time for the came reason?

~

MR. ROSSO: Well, sir, we put in the Heins testimony- .
,,

.

~~
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rN mm6 and questions with ragard to the load forecasting were brought
c

! .out in crocs-examination. Ua didn't heta a chanca to prepare

any gritten testinony. Ua just didn't have a chance to prepare-

it. M . Sichel prepared an outlina of what ha proposed to cay.*

,-

We would h 'ra been delighted to try to get it for

vou in written form, but we 'Just don't have time. '-
. w

.

MR. CHEFRY: Mr. Chairman, I could have gottan that
.

cutline over the wackend uhen Dr. Ti n wac here and would have.

accistsd mc immcacur bly to ack Or. T% some cpicaticr.s en : hat,
,

1

I now move that b '4cht of that Mr. Dic M-
, -

|
1

obviously didn'h prepara it lact night, Mr. Bichel 22 ba: red

from testifying. The traditional rule requires como notice
n.

(' D)
~_

before written tectimony.

What I am willing to do is let Mr. Mosely ge on
,

...now, unless .re are going to face ths cana thing. Letfs hcVe

it Xoroned and lot'c face this question lator.
i

1

But I really ash that ne non have nr.Xccel:;- tastify,

let's get a copy of it, I will look at it in datcil cud ase I
1

I

whether I uill make a notion under the rules that it is uritten
|

tcctimony.not ti':cly filed. But, et this point I doa h want2

any direct exaninaticn without my having a copy of that.
1

l

At least to lcok at while tha'witnass ic readinc frcm it.
1
i

I may cu.: for sc=o additional time, although I |

doubt it. I don't think I will, but at the nomont I want a

copy of it befero cny fu$ther bcstimony of Dickcl is concerned.
.

1

|

|
|
i
|

. . _ - _ . _ - . _ _ _ - -
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Let's put Mosely on. He is the ne::t witness.s,

GU
19. . ROSSO: Well, tho thing about it is thct

Mosely's testimony becenas mch more understandable after

Dickel'c redirect; that Mr. ?.0:3317 testifies to :/nat happens

after Mr. Sichel performs his task.

So, in the logical sequence, it trould be Mr. Sichel

- and then Mr. Mosely.

How, if you want to stop for ten minu'es and wo-

c
1

I

will rush over and get copies of thic, but I cuixait that thic '

witness is prepared -- entitled to rely on thic as he gcas
;

through this.

MR. CHERRY: I may very uell want to lock at this,s ,

w
n \
/ .

\u '#

over the evening --s
i

MR. ROSSO: Oh, now we are playing games, sir.

MR. CHERRY: Con't tell Ec ue are playing gancs. I

1

don't even knew what is in it. Thu Appeal Board mention:.d in
,

a case that it was error for a Licensing Board not to hive
|

|
- somebody overnight to look a2 sc=ething. I am not cuggesung |

|

that I want the time, but I vant encugh t ne to deter.J.ne |
*

|
|
'

whether I want to ask for it.

1

- Let's put Mr. Mosely on. We are all m,% pe:ple, 1

- we can deal with Mr. Mcsely's testinony if it comes in before

or after Mr. 3ich21'c tectimony. It is their fault they can't

follou their cwn desiras and orders, not nine.
- DR. LEEDS: What we are 'doing -- let le gcther the |

.

6

~
. na- .s . _._,,w_ - - . -~ . . ~ - ---2m.-w... u .a - .z --.s -w
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O mm8 't facts of your questilon,
\ / I:

j Mr. Rosso, do we have also a piece of papar from

i .

/ Mr. Mosely,s:hich will prpcent tha came kind of problem?.

2m. ROSSO: Do we have a piece of paper from you,
,

'

Mr. Zicsaly?
,.

.

|
Ho.

' ' ~ DR. LEEDS: So his is oral?

MR. ROSSO: Oral, thEt's co.. rect.'

- DR. LEEDS: So un go, bingo with his right nou.

- MR.ROSSO: Why can't you go binco;'ith this one,
.

what is the diffortnce if it..'ic oral or in that language the,

" - E man has in front of him. I don't understand it, sir.
f',

b - It just seems to me we are just iivolved in playing<

games at this point in tire. It is okay to put one mcn on

without having given written testimony because ve didn t have8

.

- ' time to prepare it, if he docs it crally without an cutline in

front of c4 But it is not all right to put another man.

on be=ausa he has got an ou-line of what he wants to say.

DR. iEEDS: I know what the Appeal Board said in
'

.-

I the Hartsville cace, and th:t is what is bothering me.'

MR. EREUNER: Dr. Leeds, I am a little familiar with,. .:
,

.

that one, too. I wculd add that it was comewhat of a different

character, in that it was a complatu substitution of a cost-

')) , henefit analysis as distinguished from'a ' piece of redirect
y

,

testinony. Neverthelecc, I agree with you that tha spirit of- -

!

i *

|

!! "

t

- pw - x - . - -=-n. ..-__..__.nn. n . - - _
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mm9 the ruling is there.
)

DR. LEED3: It is not a big step. I think maybe

perhaps to --

'

MR. BREII:ER: It was, if you look at the difference

in the technical substanca.

DR. LUESKE: What tras the gist of Hartsvillo?.

DR. LEEDS: It was a table, substitution of a table.

DR. LUEDKE: What,was the deciuicn of the Appeal

Board?
.

MR. BPEE.'iER: Wall the Appeni Board found it was

not reversible error, but they also found it was error for the

parties to have reprecented and updated a substituted table,
,

l

of costs and benefits, economic costs and benefits with caly

half a day's notice to the other parties to study it.,,

- | MR. CHERRY: Mr. Chairman, let me say what is

critical about thic.

On cross-cramination I asked Mr. Dickel what these

parametern and inputs were 2nd his quection was,, he didn't

,

So it seems tone that -- you know, we often goremember.
l
i back and sit and make great outlanca. You know, I mean

: Mr. Heins put together something, and whether he understood
.. ,

4

.; j uhat he did or.not is a judgment of the Board after his cross-

eramination.

'
''

Eut I am not here for Mr. Bickel to sit down and,

, . givo me an outlino. I trant to really know if he knows what
:

!

. |
j ,
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p mia10 is going on. If he does, he doesn't need an outliner if ;
'

,.

.-
t it in 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 until

* I have a copy and a little bit of tima to look at it.>

.

- I suggest we not take any additional time and wa
:

go on with Mr. Mosely. That is my motion.'
-

,

MR. ROSSO: You know what we are supposed to be

looking at is the competence of the job that this man did

,
and not whether -- you know when he was asksd a specific

quesition which relatead back to something he did scmetins ago
,

, , ,
and which was a very . complicated job he remsmbered exactly

? . 2

-

| [ at that point in time. We are just playing games, sir.
.( ,

.

(Board conferring.),

,
CHAIRMAN COUFAL: All right.-

i

In view of the IIartsvilla decision va are going |

to require you to distribute that to counsal before Mr. Bickal

tactifies, Mr. Rosso. And I suggest you go ahead with

Fr. Mosely, or whoever else you hava available hare to go

. with.
'

We are not, hower, going to impose a five-day rule..

MR. CHERRY: I am not asking for a five-day rule.,

,

DR. LEEDS: Tonight Uculd be enough?

p MR. CHERRY: More than enough. I an only asking
.,

y - '

;. ; for the courtesy of being told, because I asked him Thurcday
,

'I

.

-* 6h h a<-Me= w-=e.m wehe.. .e.- ha im 2. $ .,- - - - -- - ~- - "*
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rumil and Friday and ovar the weekend, do you hava any more stuff--

.

|\ that you are going to put in that I can icok at, and I was
,

I continually told that it vac only fuel cocts. How there is a
1
'

42-page cutline. -

t

CHAIIU!Mi COUFAL: C.'tay .

! Mr. Mosely, do you want to cene forvard, if that

is,who councel wants to call.

MR. ECS30: Uoll, a.c i told the Ecard that la22ns

that the testingny vill be cun of cync.

CEAIRMAH CCUT.E: That is a prohlom wa vill just hava

~

to faca, Mr. Roscc. I don't know what t6'do about it.

DR. LEEDS: It will make the reading harder.
I. ;

hL MR. ROSSO: That is right, sir.

(Uitnoss temporarily encus2d.)
,

*

M2.~ROSSO: We will put i.ir. ?!onely on then, ahd

we will put Mr. Bichal on after Hr. Mosely.

Whercupon,

U. JACK MOSILY

w's called as a witnaca on behalf of the Licennes, and havinga |.

i

1

. haan firct duly cuorn, was arwined and tactified as follous: |

|
'

DIRECT 31"diINATION
!
i

3Y HR. ROSSO:
,

.

C ':Uculd you ctata ycur ner.c for the record, pleas 2?
.

h A U. Jack Mosely.,

a, . % /-
''

Q What is your addrsss?
,

j .

'.;
.

T '
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mm12 A I lite at 1734 Malverne Road, Jackson, Michigan.

*i Q Mr. Nes217, couldycu give us an curline of ycur
4

educational background?-

?i A I received a degree of bachelor of science and
i

electrical engineering at the University of Washington in

} 1936. That is the extent of my formal cducation.
i

Q And could you outline for us your work experienca,
.

professional background? -

A In 193G I uns employed by Puget Sound Power and

Light Csmpany in Seattle, Washington, ud I had varicta

engineering assignments there and was assistant to the chief

engineer for a uhile, and ended my career there as accistanta

1
.

of their division of power supply,a.

I.

.

That was at the end of 1948.

In 1949 I was employed by Ebasco Services, an

engineering censultant firn. I wac stationed in Portland,

Oregon at thraa prine:.. pal assignaants; the first'._.---of whica was-
'

as one of a three-nenbar group cocrdinating tha operations of

the Pacific Ncrthwest. Power Pool.
i

i
'

i
, Later I was chairman of a group kn0wn as the

i Pacific Morthwest Governcrs' Pcuer Policy Committen, which uns
'

i
. formad by the five Pacific Northwest States Governors, and!

'
the Premier cf British Columbia.

) I coordinated the collection of data and reports
_ to tho Governor that cane from engineers of 23 entities.'

.

e

. - . ---m- -, - _ y,

=
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mol3 The last assignment in Portland with Ebacco was

%d)i that of Ebasco's representative for sales. I also toch on

consulting assignasnts in California', he Pacific Northwact,

British Columbia, Alacka and Honduras.

Following that work, I was amployed by Consumers

Power Company in Jachcon, Michigan, in July of 1962.

I was with them atil c::actly one week ago today
,

' when I reached my retirement ago, and I am no longer a regular

* cmployca of Cencumers.

Q Would you describo for us any intancac in your'

,

professional career prior to your smployment by conmuners in

which you pai-ticipated in either the preparation or the review

; ' of long-term load forccasts for utilities?s
-

A Wall, I cm not real pracise as to when I got into

this work with ?ugot Sound Power and Light Company, but I
>

would say for about tha last si:: yearc of that cix-year term
.

1 was engagsd in graparing exhibits, collecting data, and

* making presentations for the chief engincar who vac in charge

of that function.i

And for those las;: six years, approximately, I was

engagad in that_ function.
,

While I was coordinating engineer with ths Northwest

Fower Pool, wa wars suh=itted lead forecasta from each cf

) ' the 11 utilities that wars engaged in that opzration. And it
-

* was our function to review those and point out consistencios
. .

f

f

-- - - _---.2- -. .- - -. .-. .- . .c -
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cul4 . ' and inconsistencies between the various forecasts.g

,' Q In that faction we did not have authority for
actually making final changes.

In my actititias with the Pacific Morthwest

- Governors' Power Policy Com:aittee, we were also cuhmitted
'

- long-range foracasts which were used for planning. The
'

objective there was to derive a new resourca, new power plantj-

h

development program that would alleviate or avoid any shortage

in the supply. So we vara very much concerned with and reviewed

and recommanded aspacts for thosa long-range forecasts.

Since haing with Consumarc Power Ccmpany, I am not
'

, just precisely sure, but I think it was the year after I came
;

with Consumors,that ~ started attending the Review Com ittee,

..

functions, attending not as a 7.arler of the executive group,
.

but an an observer and a contributor.

_ That wculd have been in 1963. And that -- I W2s

continuously in that capacity until 1969 when I becam?,

a vice president. And at that time I was named as a member

of the Energy Fcrocast Executive Review Cczmittee.
'i
'

I ramained in that particular capacity until July .

|

of 1976, last year,when I was named Chairman of the Energy

Feracast Executive Review Committea, and I therefore had rather

direct charge of ~uking the latect feracasts that Consumers
,

! Power Company prcduccd.
|

t

-

!

~

,
G Could you describe for us the composition and

'
:
-

:

,! '

,}
,
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r> nm15 responsibility of Consumers PoWor Company Energy FC:Scast
i L -

%., ' .

Enecutive Review Cc=mittee?
> *

''

* .~
. .* '

.

Well, it ic composCd of officials of the company.A
, ,

i
u **

There has been some variation' .in this composition fron time
*

<

to time.
.

.

During the time that I was chairman, there werc
,

six members of the cc=mittee; three of those me bara ucra

executivo vice precidents; one of th:2 is a senior vice president

. and two r.ecre just vice procidenta.' -

O Could you tell us chat ilong-tern lead forecast

for an elec4ric utility is?

A Well, it is an effort invc1ving studies. But the

< purpose and the basic element'of a forecast is to try to

detcrmine what tha habitc, tha preferences, the nesda will be

for electric potter in the future. And when I say habits, I

cm talking about tha users. After all, it ic the usar who

turns on the uti. itch and turne it off, and puts in equipmsnt

to use 'it or not uso it through censervation or other mothcds.

So basically 'it in an effort to determine just

hou much use tharc vill be, how much demand there will be by

the custcmer's in' the leng-range fut;ure.

; Ucll, there van another aspect that I wanted to

montien about what is the purpose of a forecast.

There are two principal arcac of purpoca fcr making

a fer cast. Ono principal crea is to get an ida as to Elo
?

'

,

ii
,

_ _ _
_.

,
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mm16 extont of the utility's responsibility for meeting loads.

That is to say, roguicted public utilities are rcquired to,

provide whatever cloctric service is required in their,

franchise areas. And this is an effort, then, to anticipate,

to be prepared and to build the raccurcac that will neet that
4

'
responsibility.

.

7 The other purpose from the utility's point of view,
,

is to divide the iond up, or either build up the forscast en

.
the basia of individual parts of the loud so that rat 2c can-

he studied, anticipated revenues can be ccmputed, and have the- '
,

basic working assunptionc for determining the future require-,

;
.

3

: g ments and econcmic acpects of the operation.a

; Q Is there more than one approach to making a long-,

term load forecast?
*

,

'

A Well, yac, there certainly are a number of
'

;
.

a .

approaches:
.

- I supposa that I have seen the work product of not

less tEnn 20 different utilities in ny errorienca. It is true

-
I haven't seen everything that went into each one of those,

4 h
' p but they all are different; they all have a personality if you

.-
'

I
'

. will. Not only are.the demands on different systems, different,
y

.

tharafore requiring different approaches, the requirnments as.

to the kind of analycos the u'tilities vill make require,

differcot approaches, And there is different reliance placed
^~'

_ on historical data versus projected data..

. . , .

t

.

*W_ '
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,e w mm17 So, I am sure there are no tuo forecasts ma.d,e.

i j)
o y-

exactly the sama. And, as a mattar of fact, there is really.

a wida range of approaches.,

!
! O Would it be fair to say that a long-term forecast

'

.i .
is necessarily a projection of the future?

' '
A Well, it certainly deals with the future.

I have come problems with the word " projection,"-

becausa in scm3 senses projection can mean jnst a straight

extension of what you have.

I lika to think of it more as an evaluation 'of the
future leaning rather haavily on projected data. But'thore.

has to be the element and the considerations of what is going,

-
s

C a to change.

'
,. , ..Q Could you a:: plain to us the rola cf quantitative

tools, such as regression analysis that you projected?

A Well projection analysis is to put.it fairly

simply, I guess, is a device for deteraining the correlation

between variables. 'And the way it is used in load forecasting

is that there is some elemant -- let's say for example,.

t -
,

.

population. If you can find that if the population incroases
^

so nuch there is a conconitant increase in electric use, this-

would be determined through the process of this mathematics.

Now, this form of ma'hematics is used sometimosc
,

for trying to discover items that have a correlacion , whether,

' or not there is an intuitive feeling that that correlation
: !

!

1
-

|
__ -. -

,
-
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So it can be used in~different ways. The basic

j vay, though, is to find out soma corrolation where there is
'
s

=a real reason to expect that the correlation should e::ist.

1

Q Can quantitative tools like regression analysis
t .

j that utilisa historical data taka into account conditions that,

were not experienced in the past, but which are likely to
.

affact the futura?.

.

Well, regression analysis as a cathematical toolA

'

has to havo stn'tistical bachground. That is to sa3 there has

to be experiance data to collect in order to develop ths,

coefficient.
. . ,

1

I presume that someone night speculate as to what- - -

might have Inppaned in the pact and might have come Up withi
t

some esoteric projections, but that would nct really ha truly
I

a regrassicn analycis.t

- Q Is your testimony then that quantitative tools

which deal with purcly historical data cannot take into

3 ; account conditions that were not experienced in the past
I

i but which are likely to affect the futuro?'

i.
'

| A
:

,.

Regrassion analysis has to have historical facts.

! Thero are other quantitative tools where, I think you can.

-
,4

.

'

deal with the future. And so I am a little bit disturbed by
i

! the addition of regression unalysia and quantitative tools. |

There are differant kinds of quantitative tcols.,;

l

i
. , 1, ,-

-- -
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-

.
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=:a19 Q Can you tell us then, something about the dher

quantitativo tools that could be usedin mnking a long-tern

load forecact?

A ITell, there are cuch matters as -- thra are

trchniquos cortcinly such ac probability analycis.
4

'

s

t- Again it is very helpful if there can bo background,
:
*

hard statistical data. But scmetimes,'a statistical tool

such as' probability, can oc very useful.-

O Can one aver be cortain that a long-ter:a load

forecast, no catter how it is derived, will accurately predict

the total salen of an electric utility ten years or mora into
,

the future?
!

/ MR. CHEREY: I will object to tha form of the

question.
t

CHAIPFJJT COUFAL: What ia the objection to the form?

HR. CH3RRY: !!cll, the question is impropar in terms

of its charactorisatien.

It is also a leading quection.

CHAIm!AIT COUTAL: Overrulad.
!
f

THE WITITESS: I am not curo thatI reracaber precisely

what the question tras.-

BY MR. ROSSO:
.

Q Let no rectato it for you, then.

Can one ever be certain that a long-torm' load-,

a
forecact, no matter how it is derived, will accurately predict

.
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(Q)

total cales of an electric utility ten years or more into-

the future?

A No.

.
Again, you can get back to the point, well, what

constitutes accuracy?

And I will say this, that no sales forecast vill,

ever be procisely accurate; it uon't be accurato. Id,JenGt in

my tu:perience they have never been accurate within a half a-

percent.cn any ten-year or lonJor basis.

They can be reliable in a ecnse 9.atsome of the.a.
,

.

are too high, some af them are too low, and the range may be

fairly narrow. But sales forecasta like anything else in the(_s --. i

k bq,

future, can never be precisely predicted.t
,

Q Can you leccribe for us consumer Power Cor.pany's
'

process for arriving at a long-tern load forecast prior to

implementation of the ?ublic Utilitics Enccding Technicp2 in

1976?

A Uell, I would li?ce to make a point hare that I'

basically will be describing the same thing in botificasos,
,

.. ,
,

.

because the process hasn't basically changed.

, _ But the Eundamental approach of Consumers Power

Company has been to keep an ongoing study of how loads are

growing, the different classes of loads, what th2 actual

. consumption is in the different creas.

J

,; This information is collected, of course, every month

.

e
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[ along with meter readings. Dut it has been brought up to date
\~g')tmm21 I

currently.

And so that is cne of the major sourcos of what ic

actually happening in the company.-

In addition to that, studies are made of what are

the causes of tha changos? |

,
Is the population growing?

'

Ara many homas being built?-

Is industry moving in or out?
.

Ifhat is the level of the econcmy? I

And this information is colledad on a rather
1

regular basis.f- s.
/ -4 - Some of us uho have paid a lot of attention to this

.

keep cluays abreact of what other utilitios are doing in the

- way of rate structurcs that affect loada; what are the naw

inventions that may be coming along for new uses; oven

international affairs. I, in particular,I know, try to keep

abreast of that becausa it has an impact on the aconomy and

the availability of fuel.- i

t

I We keep abreast of aconomic levels and read the
1

| |
l publications cf economista and economic groups. |

| |
So, in general, it is necessary that we keep --

maintain statiatical data for our=alves, for others for
,

1

the impacts that may ha brought to bear in this area. And
~J

in preparation for the need to change er alter or review our

.

e
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nim 22g ; forecast.
'

Now, with this kind of background it has been
.

'. customary that at least once a year there t.ould be a review
~ .

'

.I of tha total pictura. There have been serious revictis and.

r *
.

' ~

; modifications of the foracast within that year spcn a number'

of times.,

- :
.

; But we then askthe statistical people and people who.

,

are f.eeping track cf what other people are dcing, like.
,

Mr. Bich31's work, to present this infor."ation to the E::scutiva

, Review / Committee and we go through whatever conferences, tia
1

ask for additional data, add' tional analysec, if they seeni

to be called rov...

And eventually the Executive Review Consnittee comes

down with a forecast for the long-ranga which is recommended

for adoption as the official future expectations of the3
.

company.

cnd #5

..

1

*

.. ,i

.. |

'. ) *
.4

v .

i- .:.

, ..

.

1

a
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":02PE/ G Hov did the Energy Forecast Committee arrive at
I* lt 1
| Begin 6 the long-term load projection?
i

; A The arrival at a decisien, as in all cases, has
1
P

been in a conference where 'che backup material uns being re-

N' viewed, possibly as .a result of, say, a third meeting er even
Ii

! -

more in a series; but finally they arrived at a consensus;

: type judgment ~oy the committea...,

.d
'

- i G Did the certittee adept an official long-tcra
.

it

d load forecast in 1975?
c

. ;.

'( E Yes, it did..

i: .

]d
G What kinds of input studies wero provided to |

.

fl
,,; menters of the cormnittee prior to adoption of that 1cng-torn,

load forecast?
,-

3. Well, we had the results of this data that I say,

was primarily collected and assembled and crganized by Mr.-

'

3ickel..and that broke 4.cun the various classes of 1cada,,

.i
such as space heating, residential, ccamorcial, inddstrial,i

into their various classes. i
:

- ,

; It showed whdt the growth rates had been ever a
*

!

.

. period of, I thin'c it was 10 or 12 years shown in.1975, and-;
,

then there were presentations by Mr. Sickci, and as'I rcmember h-|
:

*

e
.'Mr. Carter, as to'the input data that they had collected and

-

';
-

.

9 used in assembling these t: ables. . . . . . -

'
: There was a report on the economic cutlock for

;!
, .

the future as presented by our company's econcmics expert.
e-

i .

.
*

w __ _ -_ _ _ _ _ _ _ _ _ _ _ _ - . _ _ _ -
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Thera uns a discussion about'the automobile
' '~" 4 h 2 :

_A'i

industry and what its futura might be, as I mienber, presented

by members of our onergy consultant services.

And I guess those are the only items I remember

. at the moment that were specifically brought to the attention

''

of the revleu corrlittaa in the courso of those maatings.-

7 G Do you recall whether any independant studic.3,

'

net perforned b'I Consumers Power Ccmpany, were brought to the

attention of the nembers of the committee? .

MR. CHERRY: Object to the form of the questien.

" Brought to the attention" -- what dces that mean? Wero
,

they used? Did thny see them? Did they reviou then? Woro,

i f ,

' ( ) they input? Whr.c are they?-v,

i

CHAIRMAN COUPAL: Ovarruled..

.!,

'

- Go ahead and expand on it when you get an answer,
e

..

- ] if you can, Mr. Rosso.
!

MR. ROSSO: Al'. right.

- THE WISTESS: Are we still talking about 19757
4

DY MR. ROSSO:.

., . .

' '

. % Yes. '

. a. In 1975 or lato '74 there had bcon a study of
1

.., [loadforecastinginthestataofMichiganby--underthe
'

,
aegis of the. Michigan Public Service Commission. They par-

- - ticularly analyzed Consumers Power Company's long-rango fore-

"l cast and that of the Detroit Edison Company.
t

*
!

.

Q.- 7 -
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I

bit 3 There was seme discussion of that report in the l
I,

j course -- I can't remember which one, what meeting, but it
,

I

i

was generally diccussed by the coz=ittee during the time,

1975, the official forecast was being formulated.

(,1 Would you describe that repor5. as an input to the"

-| committee in making an ultimate j'.dgment with regard to what

'

i the long-term load forecast should be for 19757
|

MR. CHERRY: Objection. Leading.

|
CHAIP5J.N COU?AL: No, I don't think so. Overruled. !

,

.1
THE WITNESS: It was cartainly input in the censo

] that we were aware of it. I don't think you hear abcut load

I
'

forecasts or about people doing things of that naturc but
!

; what it becomes an input automatically. At leact you hava,

to assimilate all the inferaction that ycu can.
,

" Ncw, as to the direct impact of that particular
.

.

;'

stud'y, I don *,t tMnk it had any very great impact. As I
'

,.

remember, they said that our load forecasts were if any!,hing
,

a little high-- I believe that's 'fhat they said -- in the

1
' ' state, but f.t wasn't an amcunt or difference which I would

|

consider tr> be a major difference -- probably within the
i

. ~ '[ area of goed cati =ating.
*

,

I know that some of us were a little bit concerned
.

'about the way that had been done as we understood it. It was

|; ; input, but I doubt it had a real impact on the outccme of -

,

1L )
i['ourestimate. ' *-

I,

,; ! 1
-

1
,I s

i.
*

.

|'

'
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bit 4 BY MR. ROSSO:.,
,

a Did the com ittee adopt a new long-term load

forecast in 197G7

A Yes, it did.
.

G Were cemittec members provided with ccmprehensive
.
:

new input studies prior to arriving at the new 1976 long-term
,

,

i

.. ': 1 cad forecast?
I

a
'

- MR. CHERRY: fir. Chairman, the question should be
_

phrased, "Uhat was the cecmittee provided?" I object to the
i

f fom of that and other questions.

We don't need Mr. Rosso to read the questions he ]

..j has and get a yes. !!r. Mosely is his e:: pert. Let him tell !

|. . .|
us what it is.j

,

I
t

Now we have the reverne of what went on, with
,

,

n,

Mr. Mosely being asked to answer a lot of questions yes based |
'

. !.

1

upon a long question by counsel. That isn't really helpful,-

1

,
so I would cbject to this particular question and I would |

1

'

ask that questions of a leading nature be - well, I've mada |

'
my point.

,,
. .); q

! d CHAIR:!RN COUFAL: I think the vice, if any, is

d
''

E in the accumulation of this kind of questions. I think-

,

i--
,

I question by question, each standing along, it's all right;

j but I think perhaps counsel has a point there, Mr. Rosso.
.,

., , j MR. ROSSO: You know, Z've asked him one question

that ho's answered yes, one - the preceding one.'

..

.a
4

I

i

- _ - _ _ _ _ _ . _ _ _ _ _ . _ _ _ . _ _ _ _ _ _
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bit 5 C:IAIRMAN COUFAL: I tn:darstand that. He's answered

at great longth to most of your questions. I a'grco with that.

!
"

Fm. ROSSO: If he'll answer this one, you'll find
:
'

out that the answer is no.

l bm. DRINNER: I guass I have to object to that,

,
Mr. Chairman, of counsel supplying t'he witness with an anawcr'

before'tha witness answorc.

CIIAI?lIAN COUFAL: 'icu just hoist yourrelf with*

'. .-
i that, It . Rosso. *lcu'd bottor ask him a new question.
t

'' BY MR. ROSSO:,

C. What were the corr::ittec menbers provided with

uith regard'to their new long-term load forecast in 1976?.

D. Wo were provided a review statement of what ha'd

been put into the latest official forocast, which had bacn

made in 1975.
.

Mr. Bichol, I think at my request--at any rato,-

he provided the whole comittee with a 3- or 4- or 5-pcgo

-
[ review of the assunptions that had geno into the previous
.

;:
forecast.

;
- r

.;- We discussed that, as to whether we noe.ed to
$.

{ overhaul all of the studies that hcd been made, and we did

!!
not have what I would call a full-bicwn re-do of all of the

basic input data..

We had a report f.m m, again, our economic

advisor as to what the cuticok would be. And in preparation

a
!

I -

,
,

- _ - - _ _. _ . _ . _ __.
, __
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ig llt 6 for this, as another input to the group, I told the com:nittes,

'"}s
e
\ }

that I would like to e:nploy the techniques of probability

'i in coming to our decision this year.
1

I believe that uns the s ture of what was input.

O. Were there any other independent studies, not

- performed by'consuncru Power, which were available to the.

.
committee or considered by it?

A. Yes, thers was another study mado. Detroit Edison

! and Consumsrs Pcwer c.nd I believo all of the utilities in
' the state as to what the load, long-range load, growth was

likely to be.

'.
,,

--
That was made by a group called the Governor's,

(y) [ Advisory Ccm:aittee on Electric Power Alternatives.
. .

;,

In connection with that work, I had actually

- functioned as a part-time representative of one of the
,

mambers of that cubccenittee that was looking into tho load

- ' forecast, so I had censiderable knowledge of it.
- I e::plained what I did' knew of it to the E::ccutive

. Review Co:22ittee.
,,

I had Mr. Bickel make some ana. lyses and

. studies of the proceddrels that had been adopted, so we had

general kncwledge of it. I don't think we ever spe:ifically,

.
said that was going to be an input, but, again, it's part

of that general inforcation that's valuable at times.

D. How did the probability encoding approach affect
~

' the committee's precedure for arriving at a long-term lecd;-

i
!.

!
'

'
,

Lm m --n- --W> ,,_,.n ~ mm . l~ , ::,M .' m L-w ~
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| blt7 forecast?-

I
'

MR. CIIERFE: I would object to the question,
t

,

unless the probability encoding approcch is defined.
,

The question"has new baon asked, "Hcw did the' '

'

approach affect what the committeo did?"

| '

CHAIRMAN COUPAI.: It assumes it did affe: t it.*

;

t

! un. CHERR'I: There's no defini': ion of probability;.

encoding. There's no foundation for the question.- '

CHAIRMAN COUFAL: I think that's a good objection,
.''
. Mr. Rosso.

BY MR. ROSSO:

: :: G Could you describe for us what the probability
<!'

<s !! enceding approach is?

A Well, that particular term can apply to any of
ei

1 g

| a great many areas, but I will speak of it as it applies, or
i
.-|

,

'

; as we applied it, in the load forecasting area.
i
d With respect to the consensus decicion that the
!

j Enocutive Review Committee had been coming to over the years,
i
:

: and I think anyone who has had to chair a committee vill know
a.

* - (I the problem, you have a number of people who are individuals.
-

;
3

. .

: i They view the same infornction differently. To get them to
f

4 ccme up with a precisa and real definitive answer is a dif-

'

ficult proposition.

f We had had, and all of the members of this

' P Executive Review Comittee had had, some practice in applying
'

.

e4

,
. k*. - - - -,. - ,- -- - - - -

_ -
..

.
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i d
,

d,

it8 probability to decision making during the year 1976. - not

on load forecacting, but in other matters. It seemed to be

i a good way to do two things:

| One is to put some nuntbers, some quantifications,
'

'

on some of the things that you don't know any othar way to
,

evaluate. So it looked like a good way for us to help get

the consensus opinion and get some of the numerical values

that would help in coming to a decicien.

The other thing that it dces, it gives you a,

feeling for the anount of uncertainty that revolves around

certain of these natters.

"
| Load forecasting will always be en uncertain,
.

indefinite art.

j So it was with this background that we decided to

I apply these probability techniques, which, as I say, we had

j :, had some excert practice on during the year 1976..
'

Now,'all it means is that you have an ofgument --
i

in this case, what is the growth going to be of load - and.

i '

,( you threw out a series of questions in uhich you hoped you
!

-- could avoid bias and in which you could avoid the thing called
' anchoring, that is, when someone thinks he's got an answer

ap- - so he's going to make everything fit the answer. You t.y
u ;

-- " to ask your questions and find out what they really feel,

; ,' what their judgment baced on all the input that they ha,ve
! " .-.

j tells them the chances are for having a certain level of load.

1
-

t

t

.

_ _ _ _ _ _ _ . _ _ _ _ . _ _ -.
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( 31t9 grouth.
'

L .)
{

You can start out and say, "Well,. what's the most
.,

extreme, the biggest load growth you could have?" First of
.,

all, you have to got into tha condition, the atmosphare of
' .)
what could cause that and than say, "Well, th2ro's a cor ain

chance it could be that high."

L .

Using the reverse, you look at the thing, lcok*

at the other end, what are a.ll the things that could cause

the load to drop off, not hat e any lob.d grcir:h, hd7a a nry

low load growth. While you're thinking of that, ask sema

questions and find find out the nininum of the scale, suan

i

.. as the load grouth may be only 1 percent. What are the

; (n3
.|

- I chances? And be sure that the subject has.every opportunity'

'
..

i to think and explore. You may say, "Well, it's only a 3 per-
.; . -

cent chance'it could be that Icu.";.

Eca, ho.ving gotten there tio, what I'11 call the

ti
j- end points cr extrema points, you then begin talking abcut
i

I .the middle. Do you think it's more likely to be above the

i-

5: 1 middle point or below the middle point? And try to find
,

.
.

.

!.
tihe r'easons that the men feal it should be that,

i ,

'l' .

j coing.through this, you finally come out with a
L

curve that says in effect there is a certain percent chanca- '

that the lead growth will be this high or 'lcs's, and it goes-

all the way up the scale to, say, a 95 percelst chance that

it.uill bes up as high as, say, 8 percent or . lower,.

.,

!

-- _ _ _ . _ . _ . _ _ . _ _ _ _ _ _ m
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I lt 10 and only 10 porcent or 5 percent chcnce it will be higher.

! 30 that'a uhat is meant by probability encoding.

) It's a word that threw a let of uc. I'm not real happy with
.

..

it yet. But, at any rate, it's an effort to make a numerical --
.

' '

a quantitative nesassment of a man's judgmont, provided he's,

1 "

!, got the background and the qualifications for making that
| " judgment.'

.

So that's the process we went thrcugh thic ycar

as a part of the coming to a consensuc decision...

There were si:: of uc on the committee. Thera was
'

':
I no one available to encode me. I encoded myscif firct, and
,

| . ~then I encoded ':e other five men in individual interviews.

f, Nou, I will tell you scme of the background fer
'

j i this, because 12 tha background isn't right the process
i

| - | isn't right.

*

It was in July that I first suggccted to those

men that "Let's use this practice." In Auguct I coat c
-

request to them to each send mc separately a list of itors,

.
,

g that they thought could cause e:ctremely high lead growth,| '9
a ,,

I

i and I asked each of them to send me a list of the itemc that
I '

.. they thought could cause extranely lov load growth. Thece

wers items, forces, conditions, factors, war, anything.t
'

.,

! .

; I got responsec from each of them. I then went
i

over this list and found that soverel of them were duplicativo --
1

' ''I in a little different words but really had the samo kind of,

*

y

4

6

f
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p )blt 11
meaning. I then made up a list of all of the items that they

I t- t
' #'

-

- had sent in that could contribute to high load growth and a

list of all the iters they had sent in that could contribute

'
; to low load growth.

! I then sont those lists back to each of these
1

| men. The rencon I cent a ccmbined list was - two rencons.
l

One', I wanted to be sure their ideas were there, and I. -

:

. anted to bo sure that each m=.n sau everybody else's ideas,w

because at this point you want the widest possible egosure
,

'

to situaticns that may e affected. .

Having done that, after they had had thsse for.

about a week, I then went into this encoding process, and I.

,

p () !
,

'
|(y

,

encoded then separatcly so that they would not be influenced, ;

by personalities and popularity contests.

Once 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 woighted -- not a weighted, but
.

.
. a mean curve for the whole group.

t

,'
..

I than put each man's curvo on a sheet of paper
' and this composite and sent these back to each of the men,

,

_

and wo then Ucnt into a nocting.4

.

So as far as I know these non never anu what the
t

*

; other men came up uith in his enecding, but he did see hou

! his curve fit with the composite curie., ,

i 't
a

;

- - w-cras,,m -- -
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IInving gone through that precons, I think it was
71t12

.) the second macting after that, after the non had reviewed

their curves and tae composit c curve, we as a group adopted

the composite curva as being the recorrendation to our top

management as our lcad forecast.

Nov, that crmposite curve when inte5proted as to
-

v. tat is the most X".ely load growth to hcve ccmes out at-

5.2 percent per year compounded, and that's how the final-

number was deriv /ed..'

IIcw, there ver. a lot of other things. Uo had

the inputs from thero other studies and cur previous stAdies.'

I'n sure that uhat influenced us come to finally adopt this' "

:-

number was that i: wasn't at great variance with any of the
t

other studics. I: was a littic lower, as I remember, some
-

fraction of a per:ent louer than our 1975 study. It was

somewhat icwor than the Public Se. vice Ccmmission study,

and it was somouhat icuer than the Governor's Advisory

Commission's study; but wo were satisfied with it.
.

I can't say we were a thousand percent satisfied
4

with it, because there were some of the men who still felt'

it was too high or too 1cw, but we agreed to it on a con-
;

sensus basis.
;

It. Mosely, could you toll me a littic bit
Q.

about the use of probability encoding as a technique in

.

business generally?

l
- - _ . - _ _ - - 4M$a
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bt 13 - 3R. CHERRY: Mr. Chairman, I will object to the
,

! form of that qu2stion. |

1

He's c::plained to us what probability enceding

is. Thero's no foundation for this question about the cppli-
,

|' cation of whatever they did to business generally.
,

. -f Mr. Monely hasn't testifiod to that. Ho's not
..

'

i,.an expert. I don't M.cu, maybe the president of G.M. en-
ji

'

,

U codos himself hu: ve'll have to ask him. I-

~

,
CE.E MEh COUF?l: Ask ycur foundational question,

Mr. Rosso. |

' BY MR.-ROSSO:
. | .> . ~ $

-
.

. .

[ G Are you familiar,with.'the use of prcbability-

-t'
# i-

1 ..[ encoding in other prccessos chher th'an long-tern load fere-
g -s .

.

- '.~ casting?
^

4

E 1- Yes, I an.
,

-

..

|| E. Uould you tell us a little bit about the arras

"
with which you're fn:niliar whore probability enecding is

usea?
.

1 MR. CHERRY: I still have the same objection.
,,

.y
..,

Is ha familiar with it in some areas - that's not a suf-
3.

fi

'| fioisnt foundatien. He's got to tell us what those areas

:

are and what experience he has without tho substantive testi-

meny in order to determine whethor or not he can testify

about it.'

.' This question does not satisfy the foundation.'

.

%

*
. . _ _ _ .

N h as N
'
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CHAIRMAN COUFAL: I agree with that.

(~)'Nbltl4'%
I don't ca 2 whether you do it ncu, Mr. Rosso,

or whether you do it as the thing develops, but you're

going to have to bring that out.
.

. MR. CHERRY: Lir. Chairman, I care nati, because
.

that is an objection to any substantive testimony on the

i
7 opinion.

' ~ CIIAIRMET COUFAL: I agrae with you.

. MR. CE23Y: You've auctained the objection?

CHAIRM.TT COUFAI: I agrae with you, but I haveo

every confidence ha's going to link it up.

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

CHAIPOLTI COUFAL: I'll overrule the objection.'-
'(

'

MR. CHERRY: There's no foundation for the testi-

' -

.
many that's coming in now. That's unfair.

CHAIRtTI CCUFAL: Go ahead, Mr. Rosso.
i

MR. DRENN33: There's a question pending, I believe.
,

I' .

'

CHAIR Wi CCUFAL: Do you remember what it is,
,

,

3 j. Mr. Mosely? l

.

TE WITNESS: I believe he asked me if I knew--

I
, b about the application of probability encoding in other
1 ,

i

! - i business activities other than load forecasting.
n

SY MR. ROSSO: .

O. That's correct, sir.
.

] A. Yes, I do know something of it.1
1

.4
,

t ?
; -

1
.- - - _ --- _ m ,. ._ m - - - - -g
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d(~91t 15
CHAIRMAN COUFAL: Wait, now.j

'
'

.:
'

I think you'd better get into it, Mr. Rosso.

-

BY MR. RCSSO:

4 What cr:ns are you familiar with -- stri'ce that.

In what areas do you kncu that probability encoding-
.

.

i analysis has been used other than long-term load forecasting? |
;

- MR. uu:;.:ca: I object to that question, because

1

this witness has to toll us what his experiance is in other-

,

*

areas. I.

''
There can be questions that can ask that without

.

soliciting the merits. If he now tells us what these areas
.

!
'

are, it's presumed that he's an expert in whataver those-:
!

'

e

: techniques were.
,

| I object to this question as having no foundation.

: MR. ROSGO: Mr. Chairman, I don't think that is

'

correct at all.-

'
MR. C3ERRY: Do you want me to answer the questions?

I
.

| I will.. Do you want ce to qualify as a witness?

, ;, CHAIPERI COUFAL: Mr. Cherry, let Mr. Rosso speak..

n. .

MR ROSSO: I don't think that's correct at ali,..
.,-

j sir. The point here is that probability encoding is something.

!

,, d that the company used on the basis of its knowledge with,

.
'

regard to its application in other fields.-- i
i

;. CHAIRMAN COUFAL: All right. Ask him what experi-

:: ence he's had w.r.th other fields, and then he can answer if he,

i .

..

_,3_ x m q m p,. m " ' ' ~ ~ ' ~
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; 4 kt 16 has some e::perienca.
!

MR. CHERRY: Mr. Chairman, since there's a pre-i

.

! requisite for an e:: pert opinion' en probability encoding, may
'

'

I inquire on voir dira as to this cubjcdt of the witnaus?

C1MREYT COUFE: Ue'll let counsel lay his cwn

foundation.,

MR. CHERRY: All right. But I'ta new asking the
'

Chair for an opportunity to as'; quactions about the caporti:o'

~

befora the carits are reached.-

CEUREVI COUFE: I ag- cc, St . Cherry. , Ict him
lay whatever fcundation he can. You can then inquiro on

'

|.
'

voir diro. -,

t

( BY MR. RC330: .

( S How did ycu: fi.tre bacome aware of probabi'lity
).

,

1

encoding as a technique?

A. The first in-dopth or beginning of a clear undo;;-
'

s9nMing of it began in, I think it uns October of 1075, 7h.:n

a consultant from a group called Management Analycis Ocapany,

came to Consumers Power Company and offered their services, - s :s .

!
- in our devolopment of energy planning techniques.,

,

l'
O Did he suggest to you the pcssibility of using

.

probability cacoding?
i

.

MR. CHERRI: Objection. That calls for, it

seems to me, the grossest form of hearsay. Even though
-

hearsay is admissible in administrative proceedings, I don'':
.i

.

.

_ _ _ _ _ _ _ _ . _ _ - - - - _ - - _ -
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1 ;

1

t'

I / ~,1t17 think that's a propar wording to got that person's opinion in,
U'

-

because that person, noted as a consultant, is also "an
!
,

j c:: pert" and is being efforad here.

I think we've got to L; cu an awful lot about it
.

before you throw thaco tiords around.
,

CHAIrdGli COUFAL: That question requires a yes or

. no answer, and than we'll go on to the next one, Mr. Cherry.

!!R. CHERR'2 : But then ue have now tha opinion of

i a " consultant," unidentified. We don't knou if the man is
.

a janitor or not.

I CHAIRIGN COUFAL: Ot/erruled.

| - ; THE WITNESS: Yes, he did propoco it.'

.

BY MR. ROSSO: ;i s- .
.

|
4 Who was the consultant? 1

A. His name was Mr. Howard Cook. He is a principal

partner of an as:cciation doing business as Management Analysic

End 6 | Company.
|

|

- ,

i . * '
. ..

I
e

f .

f

4 ,

e

4

,
'

,

.
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:

I 1 (Pause.)
7.-u ARB/7
{prbl 2 MR. ROSSO: No further questions.

3 CHAIRM.Mi COUFAL: Mr. Hoefling, do you have cny

4 further questions -- any. questions?
,

5 MR. HOEFLING: Mo.

G CHAIRMAN COUFAL: Mr. Cherry?

7 1C1. CHERRY: I have a few. Can we take a short

G broe.h?

9 CHAIEMAN COUFAL: Let's tako 15 ininutes.
*

_

(Recess.)
'

10

11 CHAIRMAM COUFAL: As I-understand it, there is

12 a controversy between Mr. Rosso and Mr. Cherry as to whether
,

13 the copy of the material of Mr. Bickel's tender to

14 Mr. Chorry was adequate.

15 MR. CHERRY: . All I want is a copy -- I want to

16 read the handwritten notes and see.the parts that.Mr._BIchel

17 i thought were most important by covering them in yellcu. I

to have asked to see a copy of the original and I was told that

-

19 now Mr. Bickel will only use 'the %ero:: copy so he won't be

.

20 able to see the yellow notes.

*

21 That is not satisfactory. I want to see the ori-
'

22 ginal. If thep want to give me a copy plus the' orig'inal, I

23 will make my.own handwritten notes, but I want to see the

24 original. . ;' ' -

' ' CHAI5k5'.kk 'COUFAL: Let's see your original, ,25-

- -

, . ,,

e * *e*d,

*

I
,

- - --



._ _

.

3248,, , -

f

g

arb2 I Mr. Bickcl.i

,

,,

( )' 2 (Handir.g document to Board.)v

3 CHAIPJUN COUFAL: I guoss the purpose of the yel- !

4 low is the same as though you had underlined; is that the
i5 idea, Mr. Eickel?

S MR. DIC:GL: Yes; that's correct. I didn't uant
3

i

7 to go'through everything that's in that cutline befor.3 this
,

O Board. I just war. tad to summarize. The accisted in auc- i

9 marizing. !
,-

-1 i
10 CHAIR!DR COUFAL: Can you taka this and taha one

I '
1 of those Xoro:ced copics and writo in your han:h7ritten notes

|
I

and then take a pen and underline that which you put in
.;12

;j ~g 13 yellcw here?

t? -

,

14 MR. DICKG: I think I can highlight it.
i

i
t

!'
15 CHAIIUGN COUFAL: Would you do that, please?

'
1G MR. BICKEL: Yos.

i

17 MR. CIERRY: Thank you, Mr. Bichel.
j

,

i
| 18 CHAIRMAN COUFAL: Thank you, Mr. Rosso.

-
.

f
i

19 (Handing document to counsol.) !

20 MR. ROSSO: You are welcome.
-

21 CHAIRMAN COUFAL: Nou with regard to the pro-

22 prietary matter, I urge the parties that can; take it and

23 | look at it and -- under protectivo order, as we have mentioned;
; 24 take it back and show it to the people on your stafff,who -

23 ' ever knows about such things, and Dow, if you want it, if
1,

!

l,
,

~
,, ,, _. - _ , .,. -- - - , . . , . _ . , , - ---
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-
.cb3 1 ycu have got anybcdy to talk about fuel costs with, and Mr. |

i,
; ,y

'weh 2'

Cherry, I urgo you to --
.

-

3 MR. CHZRRY: The people that I want to talk to

4 include persono other than --

1

3 'CHAIID.M COUFE: "I understand that.

6 MR. CHERRY: If I can talft to them, I will take it;
i
!' 7 ekay? I will take it, if I have no limitation en who I

3 talk to, encept that I will do it only in connectiog with
S preparation for this case; I will tako it.

10 CHAIR 2O21 CCUFE: Ho. We won't make it 'that way.
11 MR. CHERRY: Then I don't want it.
12 CHAIRMAM COUFE: Anyway, until wo rule finally

'

13 on it, you are not to divulge the contents of the documents
14 to anybody e:ccept that people that we menhioned.

13 MR. ROSSO: Cces anybody want them? |

13 MR. BRENNZR: The Stnff would take one copy.

17 MR. CHERRY: May I proceed now?

13 CHAIRMAN COUFAL: Yes, s'ir.
I

is MR. HOEFLING: Mr. Chairman, may I --
.

20 CHAIRMAN COUFE: Wait one moment, ploaco.

21 MR. HOEFLIP.G: I would like to discuss one matter.
22 CHAIRMAN COUFE: Can you talk fast?

23 MR. HOEFLIMG: Yes. Very quickly; earlier today
24 we had some monologue by Mr. Cherry concerning a convers.a-

-
,_

( f.

V 25 tion that he had with Mr. Keppler out at the offi'ce of~~,,

1 |'!

|

'h
1.
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|
t sarb4 I Inspection and Enforcement.
t
; ,

; I think that it's cicar that Mr. Chsrry has the
-

3 right to talk to FIC parscnnel, Staff personnal, on any
4-; matter that troubles him. I thiMc it is alco clear, how2Ver,

5 that Mr. Cherry woilld not have the right to talk to t:nc
.

|
6 procpcctive witnesties.

i

r 7 It appears that in discussing issues with Mr.

8 Kepi) lor, Mr. Cherry made a request for certain informatian
9

.
from Ilr. Keppler that deals with the issues.in this procaed-

10 ing. I haveri't gotten the details of that request yet. I

II will inform the Scard of them when I do, but I would lika an
! 12

|
instruction from the Board to Mr. Cherry that if ho is going

13 to pursde discovery in this prcceeding, it should be pursu'ed
<
'

14 ( through counsel for tha NRC Staff and not indopondently
15 through NRC Staff perscnnel.

15 MR. CHERRY: Mr. Chairman, there is something called.
. <. . .

17 the Freedom of Inf6rmation Act which is a supplement to

18 Mr. Hoefling's kindly assistance. There is also such ai

!19 thing called the public Document Room which is another s2pple-
20 ment to Mr. Hoefling's kind assistance. And there is also

21 such a thing as an attorney-client privilege in a large
22 organisation whichgoestothosepersonswhoareacth.vely
23 involved. ..

24 Mr. Zeppler is not actively involved. I hopa,

d 25 very much that you don't order me not to talk to Mr. Kappler,

.
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I'

barb 5 because that one I will not obey. I do not believ5 that Im
} 2'

am to be prohibited new from talking to the whole bloody.

,
* NRC ----

4
CHAIPlM COUPE: No cne is talhing about you not

5
talking to anyLcdy, as far as I have heard, Mr. Cherry.

I 6
MR. CHERRY: Ohay.

7
CHAIRMAN COUFE: I do thinh.there are rules,

U
though, of discover documents with regard to what you can.

0 1 discover frca the Staff.
.

10
MR. CIERRYi I am not talking about tho Shaff.

'

11 This is the Cczplianca Division which is entircly separate.
12

CHAIRMAN COUFE: .I think 'the Staff is pact of

13 the NRC. Now I suspect.if you are going to get documents'

.l %/

I 14 frcm the NRC, then you are going to have to follow thesa
15 rules.

1G MR. CHERRY: But there is also the Frcedem oi |
17 Information Act.,

,

i

i 18
.

CEAIRMAM COUFE: Then follow the Freedom of'i
12 Information Act.

i

20 MR. CHERRY: Ecw do you know I didn't?

21 CHAIRMAN COUFE: I don't.

22 MR. BRENNER: Let's not go on.
.

23 , As Mr. Cherry well knows, and we'will be glad to ~i g
i

.

24 supply the details tomorrow morning as soon as we get soma j
25 of the detaile This is not just .a request for e:cisting

i
! .

I
y

*
..

-

_
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I

| barb 6 1 documents. It was a specific request for 51r. Koppler to
,

-
4 m

j () 2 put scmething together to rospend to sc=2 thing in the nature
; v

3 cf an interrogato~ry uith recpect to issusc before this,

,

; 4 proceeding.
~

5 We do ask this Ecard to instruct Mr. Charry not
6 to go to any NRC Staff with discovery regtei:ts in this pro-,

f -

7 ceeding. It just so happens that Mr. Zeppler and the Staff,

.

O have assisted u by way of general background throughout
.

9 this prceeading becauce of their knowledge of the Midland
P

10 case.

CHAIPjM CCUFAL: I don't know that ycu arcn't11 -

12 putting the shoe on the wrong foot. It seems to me that

; o 13 Staff has some responsibility for what the pacple in the
? Y
l' ''' 14 Nuclear Regulatory Corniscion do.

15 MR. BRErliER: Ee hasn't done anything --

16 CIIAIR'4AK CCUFAL: Numbar one, what Mr. 3renner

17 said has no resemblanca to the truth. I did not ash Mr.

la Kappler to prepara anything that uns in the' nature of an

19 interrogatory. That is not true.

20 MR. BRENNER: Why don't you just tell me what you

21 asked him?

22 MR. CIIERRY: Mr. 3renner, bring Mr. Keppler dczn-

;

! 23 here and have him testify.

?.s CHAIRMAK CCUFAL: Anycay, as far as this Ecard,

' h 23 is con =arned the only way you canset documents c= p=cparceion
! .

.

*
1

s.
_. =- -

-
, , . , . ,.- -- r --- '

- _._ , ,,
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sarb7 I of matter from the NRC is the discovery process and the

2
( Freedom of Information Act, Mr. Cherry. *

>

3 MR.' CHilRRY: Ycu are not orderirg me not to talk

i 4 to anycne:?

$ 5 CHAIRMhM COUFAL: I cm not ordering you not to

j 6 talk to.anycno.

7 MR. CHERRY: Can I go on?
.

6 MR. ROSSO: No.
'

9 Excuse me.
A

10 Mr. Chairman, I just want to put'it on the record

thatIhavedis$r[butedcopiesoftheBaylessaffidavitand11

12 material which we have claimed as proprietary to both tha

1 13 Staff and the Dow Chemical company, pursuant to your ordar
( v
'

14 that it be treated as proprietary until the Board rules on

15 whether or not it is proprietary.
,

1G CHAIIU!AN COUFAL: And the raason'we particularly

17 want.to distribute it is we can get a little help frca the

18 Staff and who ever else is interested, as to the s.igni:ii-

19 cance of these documents.
!;

'' 20 CROSS-EXAMINATION
}
;

21 BY MR. CHERRY:-
,

,

| 22 (1, -Mr. Mosely, are you teetifying here today as
,

|t

! 23 a paid consultant for Consumers Power Ccmpuny?

24 ' a. Yes, sir.

25 Q. , What is the rate of compensation you are g3ttingy

.

._j____ 5 _ _

'
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Isarb8 as a paid consultant?
n

2 A Well, I have an arrangement whereby for a period

3 ~

of up to three months, until my sucessor is in his saat and

4 is on the way -- and he wen't be on the job until the

3 March the 1st -- that I will be paid $1000 a month and for.

6 all days that I am employed more than four days in a month,

7 I will get $350. So today I am getting $223; something like

3 thag,
'

9 4 Your $1000 a mcnhh presumes that the company can
.

10 call upon you for four days a month?

11 A Yes.

12 O And if it's beyond that, they pay you an additional'
,

13 rata of $350 a day?

14 i That's correct.

15 G Plus expenses? -

1G A .Yes.

17 a When did you first discuss with Mr. Renfrcw 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 came to me is that Mr. Judd Bacon of.

21 Constmers Power C0cpany said that te thought that he would

22 like to have me testify.-

23 O When did that convarsation cccur?*

24 A I believe that specific conversation was on

- 25 January 28th.
.

t

'l
i
'

- - , .-
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.

%

Isarb9 G What did he say to you ~,specifically? ;

m ,,

. --( )
'

A. Jack, we think-ws'would like to have you testify i
*

v
.

.

2 about lead forecasting for the Midland hearing and we :1111*

I
. .i

4] be in touch with you.

I i
-

i G Did he say why he wanted you to testify? ;
o

! h i
'o MR. ROSSO: Mr. Chaircan, I think now that va are

7 'really getting into the attorney-client privilege. As you
.

G know, Mr. Bacon is councel for Censumers Power Ccmpany. I

9 had no objection to his asking hin who acked him to testify i

10 and when that occurred.

11 Sut now we are getting into questions with regard
,

!

12 what 'Mr. Bacon said to hint, and I think that is objection-
,

.

! 13 able on the bacis of privilege.,

I

', 14 ' MR. CH5RRY: He is no lenger a client. Eo is a
~

15 paid consultant. You can discover anything through a paid

1G consultant.* ''

.

17 MR.'RGSSO: I belibve Mr. Mcacly was still'cm-
s

1
10 * playsd by the company en January 28th, if I am not mistaken.

i

19 TE3 AITNESS: That's correct.

i

20 MR. CHERRY: That's irrelevant to F.a questidn.*

21 There is no more privilego.

22 MR. RCSSO: A attorney client privilege ence

23 claimed is not waived by a man's leaving the employ of tihe
1.

24I ccmpany. In that avont, anyone who ever switched jobs would

25 then waive all the attorney client privi3cges with regard to

;

1

I

l
:

.

- ---.,s x ,7 ._ . 7 _

-- - .m m wc ,n . . = -
.
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i

.
sarb10 anything that he had -- had ever happened while he was em-

t

f(,~}. 2
ployed by the corporation.

,

w

3
; 7. submit that ic simply not the law. '

i-

4
CHAIRMAN COUFAL: The objection is sustained.

5 DY MR. CH5RRY:

6
G When did you terminate your employment with

i
7

| Consraer's?
l'

O A As of 5:00 January 31st.
',.;

I 9 G Now have you any conver ntions subsequent to that
s

|
10 date with any of Consumers' attorneys?
li A Not respecting this matter.'

,

'
12 -

g- -. I didn't get into the matter yet, I said with
.;

t

13 Consumers *, -- with attorneys.
,

:| 14 A I have talked to some of the attorneys; yes. Ii

{ 15 have said hallo to several of them,
i

; IG G Now have you discucsed the Midland hearing or
i

i 17 the cubject matter of your testimony with anybody since the
!

! 18 date of your termination?
!

19 A Yes, I have talked with,some of the attorneys
<

20 present here.
, ,

21 % tiho?
'

22 A Mr. Rot:so, Mr. -- I am not sure' -- well, I think
I

23 there was some general conversation with the othe2- two gentle -,

24 men here. -

When did tits first such conversation take place?25 G
i <
t

!
*

i
---

, , , -.
_

w
' '' ~

,
'

|~,s ;*
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i 1

|
barb 11, MR. ROSSO: Mr, Chairman,~ so far he hasn't in-

,

4 . . 2 quired what was said in those conversations --
'\

' 3
MR. CHERRY: I intend to.

i 4
MR. RCSSO: I want you to realize that I int 3nd

,

5 to object onthe basis of the attorney client privilege at

6
that point in time.

,

7 CHAIPJL%T COUFAL: .I suspected you might.

8*

MR. CERRY: If you say you will sustain --:

F
9 CHAIR!GN COUFAL: I didn't say I would sustain

i

10 anyi-hing. I said I suspected he would object and I will

Il sustain objections on attorney-client privilege when it comes

| 12 to thi $..iscussions that he had with Mr. Rosso with regard
a _. . . . ,

13 to what he uhat he was going to testify.about.,

'

14 MR. C HERRY: Even aftor January 31st?

15 CHAIRMAN COUFAL: Even after Januarf 31st.
O

1G MR. CERRY: On the basis of that statement, I

17 will not inquire into those meetings, but I do regard that
.

|
. 18 ruling as erronecus, but on the basis of that, I will abide ;

I

, 19 by it.-

.

20 And the reason that you won't let me get into I..
r,

-

[ 21 that, after he has .already terminated, is the attorney
1

[ 22 client privilege, also?
! -

. -

{ 23 5 GIAIRMAM COUFAL: Yes.
;

|
24 BY MR. CHERRY:

25 Q. Mr. Mosely --
|

i

.

I

1

~

,a " " ' ,]T'' ."' *. - -~ , ,,
-
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1 I

barbl2 CHAIRMAN COUFAL: After the terminated employment; I
'

(-
Q you mean by that after January 31st? I

3.

MR. CH2RRY: Yes. ;

i 4
BY.MR. CHERRY:

5
G Mr. Mosely --

6 A I reflected on dates. I think I may have given

7
you a wrong data. It may be that Mr. Bacen made this contact

0
. with me on the 22nd or tha week bafore tha 29th. I am a

9 ligcle confused right new as to just what date it was.
,

10 0 -That's all right, Mr. Mosaly.

II ''
Anything clze?

12j A No.

@ g Mr. Mosely, wculd you list for me based upon13

' (/.-

14
; your e::porience, all of the factors which you believe in the
.

I

j 15 ner.t seven or eight years will have a tendency to reduce
~

'i
'! 16 censumption or demand of electricity?

Y

I 17 A I would like to be sure I understand your quas-
.

18 tion as towhether you want me to list points which I thin't|
!
'

19 will, or cocid.
..

il -'O
1; g Which cotld. What I want t6'get from you ulti-
'I

21 mately is a list of all of the factors which you believe

22
g have a tendency to reduce.the demand, and all of the factors

~

23 which you believe hava a tendency to increase demand. Ij

24 will got into whether or not they will or they won't on a
,

25
7

specific basis a little bit later.

i:

(

:_ . ;. ; - ..;- ---

,u.3,
'-' ~ ' ' ' '-'

. _ g z, r : -- - - - - - - - c.
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:

j carb13 1 First, give ma the ones that you believe vill
i

!I
' 2 have a tendency to reduce daawd.

t'
'

3 ~

MR. ROSSO: During what period, Mr. Cherry?

4 MR. CHERRY: Between ncir and 1984.
t

t
5 BY MR. CHERRY: I

I
i G G Let me phrase 'the question another way: Give

"

7 me the factors that you believe traditionally have a tend-
.-

G ency to reduce demand.
.

9 A Is that equivalent to historically?

10 0 Let me rephrase the questien again', then, Mr.

11 nocely: Do you know what facters whcso effect probably will

12 be to reduce demand on the' electrical usage,.at any time --

13 A I know scme things.
. . . ., . ,,

e

14 O Tell me t.' hat thoce are.

15 A Shortage of fuel, very effective conservation

i
1G

| program, entreme application and extent of environmental
.! 4

| 17 constraints,

10 G Entreme application and extent of Uhat?
'

i
19 A Snvironmental restraints.

I
; 20 'Any regulations or applications that are d& ri-

|
. .

:

, 21 . mental -- I don't really mean detrimental, but constrain the,

22 use of automobiles, possibly within that pericd of time, a

y,3 , this would have one effect at one time or another; anc-
-

;

24 ther would be entremo inflation, a serious and extenced '
,

.25 ' general economic depression, possibly war, extreme'pric.as
,.

.

I

!

t '

1
-

1

N qp Le4 , %s t * _e* e_ 'l f b ' J" -Y '

,.
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_
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' I
serbl4 for what ever reacons, either through cost or tax or some

2
( \m- other reason for electricity edergy.
s

3
% Extreme prices for what?

4 'A Extremely high prices for electricity due to

5 what ever cause, whether cost, tax, or fuel shortage.
6

I guesc that is about all that come to mind at
t

7 this moment.,

0
Q. How about building practices?

9 A 'lon mean insulation or conservation?.

,

10 g No, I 6.on't mean conservation. I just mean

11 building practices. That is, making houses retain more heat.
.
!

12 A. That's to me conservation.,

:

e'
13[g g g Why don't you then list for me what you believe

!(' C/ ,4 is included in the term conservation, as you have used it?'

I
j 13 A Conservation can come about frcm a number of
,

i 1G effects and causes. It can be voluntary, in which people
17 just lead more austere lives..

More aust'ere lives can also be imposed by go'hern-18.

'

19 mental or some forecful edict.
%

20
. It can be achieved through better building prac-

21 tices, better insulation.

22 It can be achievad by changing our habits as to

23 when we de things.
*

24 I can even be changed by more people moving
,

25 to more warmer climates.
.

'

i
f i

,

)

_, , , - - ' ~ ~~

.

,
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Isarbl5 In my view I guess I would general'ze and sayi

'[ . 'that conservation is a reduced use frem the past general2
' s._/ g

.

2 '- customs.

4 '

G Would you put within the term conservation mere

I
-5 j . efficient appli.cnces which uso energy? "

.
f

O
~

A Yes, sir.,

.c.,

''

7 O Uculd you regard -- you asid'that voluntary con-

0.
_

servation meant that people have to live more austere lives.

9; Ic that what you meant by voluntary concorvation?.

10 A I don't think I caid' they had to.
11 G You said thii's what it was, if they wanted to.
12 A I meant to imply they might choose to.

13 G So.that in the only kind of voluntary conservation
s

14 you know of, is people checsing to live more austeralives?

15 A Uell, I thir,k there are sete people who without

10 ,-thinking maybe, and some saybc thinking, have wasted energy

17 in the past, and I think that reasonable people become

18i aucre of the situation, as -they beccme aware, that they will
t

i19 , de both. They will cut down en waste and in many cases,

20 he more austere.
I

21 G But does your definition of voluntary conserva-

22 tica always include leading a more austere life? Are thers

23 ! any other kinds of voluntary conservation methods you can
I

24 think of that don't involve leading an austare life, a more;

%J
1 ?

) 25 J austere lifc?a

*
_

,
,, - . - ,

,
;- - -

4
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1
cabbl6 A

I
I guess from my personal point of view and apply-

2
i ing it to me; yes.

,

3
Now other people may look at it'quite differently

4 and I think that they could legitimately.do so.,

5. g Well, what about if all of the appliance manu -
6 facturers got to gather at a trade meeting and determined to
7

make more efficient air conditioners and that was all vol-
G untary and that conservad electricity. Would you regard

.

9 that as an austers voluntary conservation?
.

10 A Before I could really judge that, I would have to
11 know all that went into it.

..

12 g All right.

$ 13 '

A If they.can make appliances just as cheap andO I4 don't use other resources that are scarcs and so on, as long
15 as they don't maka some sacrifice, why then I think-it is

I
'

1G voluntary.
.

17 g But if they have to make a cacrifica by paying
18 more money for a product, for example, that is more effi-
19 cient energy use; would 'you regard that as an austare charac-
20 teristic? -

.
*

| 21 A I want to -- I would want to know whef5 the
.

!
'

-

,

22 money was spent. It might have spent for electricity to
1

23 build the instrument.,

t
_; .

'a*y24 G I see.p) ;-m

) 25 So that in analyzing conservation methods, yous,

q

a
,

_ __._ _7 _, . . , c-- .. - . - - - -
$, '

f .h E' ' '
1''- '~ *
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.

;

i
'

.>arb17 1 really have to know a'sced deal about the method, where the'

-

~(s) 2| money is going to go and a pratty broad range analysis of
s-

Oi hov it fits into, say, a foracast; is tha'c right?

4 A I don't think you can do things, thace things, in

5 a vacuum. I think you nsed to 1coh as much -- at as much of i

G the tctal picture as you can.

7 G Do you know hou much energy is wasted in the

C United States?

1
! O A Ho, sir.
I

) 10 0 Ycu do not. -

1

I
11 You have no idea? ~

<

12 1 No, sir.

I

- (- 13 G How long have ycu worked for Consumers Pcrar,
s'''.

14 Company?
i

15 .A Since 1962. i
i i

I '

i 13 G Has Consumers Eaucr Cempany evar initiated to I
'

li

17 your knowledge, a study to dotermine hou much energy is

la wasted and to figure out uays to stop thtt unste? |

i
10 A The answer, I think, is no and yes. I

.

LI. 20 G They have noVer donc a std.dy bat they have thought''

.

I et about figuring out ways to stop waste? ,
I ('

)
| 22 1 That's true; to the hest of my knowledge.
t
?

i 23 , G What is the state of that study or prcgram, if |

24 ,? you know? !
,,

i
25 A I don't know.

.

*
I

,

y _. _.- ' ''K _z" ~~'':_
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1 i

barbl3 % You don't know.
: - (..T'*) Was that taken into consideration by the energy
i

review enocutivo canaitteo in 1975 in November when you did
'

4
' your forecast that has been presented in this proceeding?
5

A I don't knew whether any of the other mon did er

G-

not. I uas aware of it and gave it some thou5ht.
I

I
G Well, what thought did you give it?

i

A I thought this was a fine thing that we ought to,

O
find out if there ways of i::cnserving energy. I knew the.t

to there were studies being davolopsd for looking at off-peak
Il

power and for various changas of'1 cad chape.

12
I thought they were goed. I think they will be

,

13 '
effective over the long run.,

I4
G 07 hat spocific value or input did you give them

15 when you oncoded yourself to the possibility of this having
1G an impact over the next eight to 10 years?
17 A I didn't give it any specific value.

TO G Do you know anybody else who gave it,a specific
19 value? --

20 .A I don't knou whether they did or not.

21 '

G Did you give energy conservation'over the next

22
~

10 years in your coding any specific valua?

23 "j. If you are talking about a number, no.

24 G Well, what things do you -- did you believe
-

' R/
v 25 uould occur over the nent 10 years by way of conservatica of

',

S

4

t _ __
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'
,

! ,h Iberbl9 energy which if it happened, required you when you encoded: i
2j yourself to reduce the level of demand you thought would

| 3'

occur?
? .

* 4 g y .t6 ink there will be more incu2ation,, better
I *

5 '
'

ineulation, and therefore, thero a.11 be loss heat input to,

|
6 housin3 per unit.

!

7'

.O Ecw much?,
.

,-

8 P I think that it will be reduced probably 10 par-~

.

! 9 cert.
]
,

10I|,| G Uhat is that based on?
|?

, {

f 11 'A My judgment of all the studies I have seen.
!

i 12 G Which ones?l
'

13 A All the ones that are being donc by Michigan ~ e
.

!~ 14 Consolidated and Michigan Public Servico Ccanission. Theyt

- | 15 say in their opinion it may go as high as 25 percent. Z'i
1 14 think those are very optinistic, to go that high.

17 G Mhat other studies?
!

!; 18 A. Well, those two, I guess,~are the definite ones
|}
|:! 19 I can refor to. '

.

20 B What arc those studios based upon? Do.you regard

|' 21 those as sound studies?

22 A I think that they are better than --

23 G They are botter than nothing.'

l?| g| 24 A. Yec.
? ( k
j DI 25 G Can you tell me what their assumptions and

.

i
:t
!

l.
E

t
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l

IJarb20 parameters were when they datarmined whether it is going to

' (() be this 10 to 25 percent reduction?I

3 A Ye5, I can tell you some of them.
,

!! 4
They assumed that there would be a damper type,1

5 item that will go in gas furnaces and that that would cut

i 6-
a

down -- that they would put a smaller orifica, in scme:,

7 of the gas situations, some cG the gas burners. They will

-0 reduce tha ratio of gas to air, I believe it is, in the com-
;

;' 9 bustion chamber. I
! '

10
,, They arcumod that insulation would be installed l

i

11:, in essentially all hemes in the State of Michigan, I guess, |

12 and they assumed -- which they have just changcd in the last
'

13 few days'- 'they recently assumed that thesa corrective de-

14' vihas for the gas -- and I don't know abcut the electri::

15 homes '-- they originally assumed that they could be Inscalled,

l
1G for $35 a home and yesterday they changed that to not-less '

|
.I -

1
p ..

i 17 than $100 and probably $200. Those are scme of the assump-
't

18 tions that I am aware of. l

*

19 G And you relied in part on those assumptions when

20 you factored into your own private encoding?,

, 21 A Yes.
]

.

" 22 4 So that all of.the assumptions have -- of conserva-.

"' 23 tien ypu factored in cuggested quite'a bit of conservaticn? I

24 A Well, they suggested -- what do you mean by quite
,

j - 25 a bit?-

i -

.t

.

I?
v
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i
.

barb 21 I
O Moie than has been going on in the last 10 years.

; V- 2 A I don't know if there has beenwery much conserva-.

i

3 tion going on, if you take the average of the 10 years --
4 '

last 10 years.

5 New there has been quite a lot, I think, and

6 possibly in '73 and '74, or maybe I should say '74 and '75.
'

7 But I don't think there was much going on before that.

O G So you think the:a will be quite a bit going ~on in
.

9 the next 10 years; is that correct?

10 1 It is my judgment that it will continue to go on.
11 It will take on a different character. I really think that

12 whenit first -- when the energy situation fi'rst hit the

13 public cognizance, that there was a step function. That'is
14 a way.of saying that there was a big splurg toward ccuserva-

.

15 tion, reducticnof some unnecessary uses.
'

16 It is my Judgment we will not see many of those,

17 in the future.

13 '. 9 Ifhy is that, Mr. Mosely?

~

19 A It is' easy to do it the first time and it is my
* 20 appraisal that there is a certain patriotism and get-together-

21 ness that doesn't last long over a great many years.

22 0, can utilities do anything to keep this patriotism
,

,

going over a longer period of tima?23

I a'm sure that'is not precisely the way a utility24 A
: O

/ 25 would lock at'it. I was talking about my own appraisal.
i

'

'

9

'
. _ _ _ _ . . _ _ _ _ _ _ _ _ . . _ _ _ . _ _ . _ _ _ . _ ,
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:

barb '221 S How would a utility look at it?

!O
2 .A I don't know,Q,

i 3 0 Well, when you wer'e chairman of the committee

4 of this encoding comnittee, how did Consumers Power icok at

5 -it, you were then a utility executive.

6 A We looked at it as an objactive that should be

7 fostered and achieved to advance the cause of wise use of

8 all energy. )

|
'

9 Q. What specific steps did you contemplate taking
,

l
' to that you factored into:your ccding?

11 A Well, I will start over. We contemplated making
,

12 rate studies to see if there wars certain ways, different |

l
.

@[
13 rate forms, that would be ~ equitable and still encouracle the-

.

( )q

14 wise use of electricity. We helped finance the installation

15 of ceiling insulation'in homes. We did some dissamination

10 of infornation about turning down of reostats to conserve

17 energy.

10 We in our own company lowared our heating levels

'

19 and reducing our lighting levels and encouraged others to

' 20 do that. Thesearesomeofthestepsthatourc5mpaNyhad'

,

21 first-hand experience in. .

-

End 97 23

24

w n
,

;
?

'l
.

>
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(d)."ELTZER , ,

1'
Q But what I am talking about, Mr. Mosely, is a nlan,

~ -
,

a'ccrofully thought out plan that costs them money, that is

based upon scme steps that_ Consumers Power is going to take in
.

6

the first quarter of this year, in the no::t cuarter of this

year, and some specific reaction to,those specific steps tc
,

determina uhat imp.nct that will have en energy demand.

I am talking about J.tn aggressive pregram.

You are not sugge:: ting that censur. ors P:ver ia

embarking on that' hind of prcgrc= to reduce ---

A Well, I don't know what is imprassivo,
i

3.
O Aggressive, I said, not impressive.

(3 - A I thought you said impressivo.

I think it tics in the last two weeks that curt

company went to the PUblic Service Commission,..pnd .these numbera -,

'

this may be off a litt'le --and said, hou dout concumers

' Pouer Ocmpany spending $2 million over tha ne:tt thraa years

to datermine if the rate forme and reduction of peah demand-

, ..

is econcmic for our customers.

Now, I don't know whether you call that aggressive..

::.

, c I do. But that uas a step precissly taken within,'I believe,

j the last two weeks. -
,

i

|; Q Yes, but that uns just hocause you are trying to

stave off the invorted rates in Michigan, so you throw the
p *

i

*

( ,) Public Service Co.w.ission a sop by saying you will spend.) ;
'

' S2.million in a study, isn't that true?
i.

9

.
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e
;

-

,

mm2 1 j MR. ROSSO: Objection.,

1 -

Argumentative.;

_ CHAIR:M COUFAL: Overruled.

MR. ROSSO: Also characterizations which should
*

,

.

not be allcwed.:

; CHAIR:4AN COUFAL: Overruled.
,

! . -
!'

BY MR. CIIERRY:-

i
'

- Q Isn't that correct? I

A I don't kncu.,

,

Q Does increased price have a tendency to decreane j

|

. electrical e:arg1 censumption? !
,

1

A Well, my intuition tella me it does. But I don't I. . ,
.. h.

1
'

1..

y; have a great deal cf reliable information to prcve that. I
'

Q Didn't the 1975 budget forecast done by Consuners
I

Power provc that price had a downward affect on demand?-

A I'm not sure that it proved that at all.
1

'2here was a study, I knou, in that natura, but I-

am not all tha'c convinced of what it provad. ,-
,,,

O Did you take that into account in your encoding?.

- :s
'

; A Yes, plus or minus.; .

'

Q Well, if you weren't sure what they proved, how.

did you factor it into the encoding?.

_.
Woll, it is just one of those things that, yes,A

;, this may ba an effect, but I am sure that it didn't change my

g ; views one way or cr.ather by a small percentage.
: i

: ! !

i.
|
,

.

-

< - -
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mm3
'

Q So that it would be fair to say that in your4

encoding, price did no'c have a significant impact at all.?

i A Well, I believe - you are saying price elasticity?.

i
~ ~ ' ' '

0 Price increase. -

A Price increase.

- :| Price increase has an effect, if I know how it is
1 -

.

' moving'with .other pricas. But just to cay a price increase,;-

- and if everything alsa is inflated, there may be no effect.

- O Did you make.a study to dator=ine at what prico

levels over a period of tima, what the price of electricity from
t

| an elastic standpoint would be sensitive to in terms of other ;
'

!
commodities? i, y

'
;. - A I did. not maka such a study.

i

q ,, 'Q' Do you know anybody else who did in connection,,

e. i

with the forecast?- i

On ths com:dittee now I am talking about, people
'

who nada the judgmental decisions on the encoding ccIrnittee.-

:

,
I don't know whether any of them did or not.A

' Q So is it really fair to state, Mr. Mosely, that;.)
,

'

*

insofar as your own cnccding is concerned and the rest of them,--

.

.
you don't know whether price - that is increased elastic

price, increased price of electricity whether in relationship

,
to prises of other commodities or not, you don't- know whether

pqy that had any impact at all on the forecast?
'

.

J
4 A That's correct.3

?

?

J..
t
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\

mm4 Q Now you said -- would it be fair to say, Mr. Mosely,', i'
.

! *
3

f

| . ,/:' that invorted rato structures, as opposed to the cnos that'
8

,' are applicable in Michigan right now, that is charging,

.

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

,

A I believe I do.'-
.

; O Would you just tell me for the record?,

A Well, it is as amount of use per unit time goes up,'
-

- the price rate per unit goes up.

. Q Do you think that inverted rate structures will

decrease energy consumption? '

, . , ,

A Yes, I beliTo they will.
,

"
; ,- Q I taka it then your company in pursuing the national;

I
-

..

1, goal tosiards energy conservation is in favor of invertad rate,-
, .

structure?,,

: A I don't know whether my company is or not.-

; I can say this, that we do hava semothing of an

inverted rate structure alrandy..

;

O Didn't your company go to the Public Service Commis-.

J

. dion just last week asking for a $164 million rate increase,
-

|
.

~
* -,o and asking the Public Service Commission.to " scrap" its plans

.;--

for inverted rate structure?
'

,,

i
"

! A I was not aware of that last phrase., , ,

MR. CHERRY: Can I have this markcd, please, as; ,
,

'

Midland Intervenor's E:chibit 46.,,

.:; CHAIRMAN- COUSAL: ' You may mark it.,

;i .

d
U

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ._ _ _______________
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1 Ii

!

| MMt (Whereupon, the document referred.

,

to was marked Midland Intervenor's

Exhibit No. 46 for identificr_ tion.)
; '

MR. ROSSO: This, apparently, is a copy of a

newspaper articls. .

s

on the basis of the Board's prior rulings |
,,

. .

, with regard to hearsay evidence on this matter, I put the Board 1

.

_

on notice now that I will object to the introduction of '

newspaper articles into evidence.

CHAIRMAN COUFAL: What was the Board's prior ruling
.

on newspaper articles? .

? |
'

t ,

;;, !! MR. ROSSO: Pardon? !
. .

CHAIRMAN COUFAL: What zwas the Board's prior ruling;..,
,

:.

,if> on.new2p. aper crticles.*
3. .

I don't reme?.ber any -- I don't recall that this-

, ,

,,Bcard, as long as I have been on it, ever ruled on newspaper
: . - -
, articles.

.

MR. ROSSO: No, sir, on hcarsay, I said.
.

Newspaper articles are hearsay.
,

t' .

CHAIRMAN COUFAL: All right, go ahead.-

.,3

BY MR. CHERRY: . . .e.,,

. . . , ,

0- Mr. Mosely, I will-identify to you Midland Intervenor'!:i.,
,,

- Exhibit No. 46, which is a Iaroxed copy of an ..-
,

]v
'

ij-Detroit Free Press, written by Allen'Sloan, Pres.Ere,sa..

articla cn the February 1st,.197.7. issue, .sdition of the, , ,
.

#

j. . .

I h
,

.

a
|i,

-
. .

- - . , . , _ _ _ _
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ICiC6

C\ bucinssa iriter, titled " Utility Scehs $1641 Million," and
'\ 2' I will.show it to ycu.~

Daced upcn my seccting that that is in there that
is true, I m. going to ack you a question.

! a.
~

TR. RC320: Mr. Chairman, I cbject to the witnecs
,. -

~

being questioned on the bacia of a picco of haarsay.
. -

CHAIrdWI COUFAL: Overruled.

1 think ha hac got a right to crosc-enard.no ti:.3.

witness with regard to what a ccmpany's position ic fr' art
-

. c

newspaper account of a publicly stated -- if that is~uhat it
. --

is -- position.
..-

. , MR. CHETX1: WoI.l', I will shcu it to the Board.
,

'

u <; , (Handing to Board.)

MR. RCSSO: I take exception to.the 202-d's ruling;

this is clearly hearcay. Thara is law frca here to China on the
. . . . . . -

questien of whether nevcpaper articles are h arsay or not,
i

MR. CH2RIrt: Uell, Iir. Rocco --
2

CHAITCGI COUPAL: I have already overruled the
objection.

'
.

'

.

"
MR. CIIERRY:

.
If Mr. Rosso vants to represent the

1ccmpany ic in favor of inverted rate structurds I will withdrau31

'

'ithe quetien.,

I t

MR. ROSSO: d' hat isn't the point.
*

E(. The point is that we are being held to scme prettv.,
-

b ''
, |ctrictstandardsofproving. I would like to see them applied

e
.

'I

l-

g
.

.

e

-
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|
i i

r

( /N mm7 across the board.
*

_Q[

BY MR. CIIERRY:

O Mr. Mosely, would you taho a look at what has been
,

marked as Hidland Intarvonor's E::hibit 46.

(Handing docultant to witness.)

(Uitness randing document.)-

,- MK. C:IEERY: I would lihm to have this marked as
Midland Intervanor's 3r.hibit 4i.,

, (ITncrcupon, th document referred
"

to was markcd Midland Intervencr's

Exhibit 47 for idantification.)
.

'
, .

q '. BY MR. CHERRY:,

|
/

Q Let me know when you have read that, It . Mosely.,

.

A I have now read it'.

0 Nou, in yoar encoding analysis that you did when.-

you ancoded yourself, did you assure that there would be

inverted or flat rata structuras in the stata of Michigan
over the period of yo2r foracast?

.

A Basically I assumed thatthey would remain as they,
.a .

. .

-

were at that timo.

Q Romain as they waro?.,

.

I

- A yes. '
.

"O And you agraa that .if inverted rate structursc.

.-

x,/
, were in effect, it would severely decrease your forecast?.
.

4

'

,3 A I!o .
: ; 1

i |
'

|

4 |

- _
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mm8 ,

O You don't think it war.ld have any effect?

A That uncn't your question.

Q What, in fact, did it have?
l

A I think it would he r.inor..

Q And what do you base that on?

- A Uell, simply because the inverted rate c:gerience
-

we have had to dato -- and I have read abent in the trado
1

, crganizations -- hne not indicated severe changes ac you put i

. it in your question.

*

O Mell, does it take a bit for invorted rate

, structurou to have effect?
!

i;- q I mean, would you assuma it might take a couple of j |
:

- i, [,yearsbeforo people begin to make the necessary changes to I
$

!'

necctmedato inverted rate structures both industry and
|

.
l- ' residential usero, for example?

A 50.'

,

\!j O Do you think you do it overnight? I

: I
f A No.

,

*

|

|Q How long would it take?a
. ,I

,,

,

! *

-

i A' Well, it would be a gradual thing, over some period. )
.

.,
;

But I am not sure of the period. *
,

' O What states do ycu know that have an inverted rate

structure?

) 7; A Usll, I am quite sure that some of the utilities
.-

i . . ,: in Wisconcin have them.- I am at sure that all of them do.-

i
! ':
1 E

,



*
'

:| 3276 ;.
'

{ !

a :.

'
A.

O mm9 And, of course, there is a mattar of different'

A
,

inverted rates fer different classes of service. When you

. say inverted rates we are not talking about all classes being
i

inverted rates. I am pretty cure that there arc some inverted

rates in New York.
.

Q Can you deceribe for me the inverted rate structure-

'
in New York?

A Ho, I.can't.-

I
- Q Can you 6.eccribe for me the invertad rate atructure

'

in Wisconsin?

A No, sir..

,

|
'

,
Q Do you have any idea what the impact of thoco |

..

( ;) inverted rate. structures have been? ..

.

A I have read in the - ecme of the press releases,.

,

that they haven't been as severe has had been projected.

Q Press relcases by whom? Utilities?

- A No, sir.

Q Well, whc issued the press releases?
.

A Well, they uere newspaper reports by the likes of;
'

Mr. Sloan --,

Q The likes of Mr. Sloan.*

.,

. What do ycu mean by that?

- A Well, whc report on utility activities.

! Q I sse.
n. ..
J

|
.

! And you roly upon those in the course of yo u '

.-

t .' |,
.

.

. . _ _ _ __ . . _ . __
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*

A They make an impression en me,.

i

i Q I see.
I *,

.

Do you believe that Mr. Sloan was correct when

he reported that Consumers asked the PSC to scrap its system

of inverted rates?
,

A I don't know.7
,

Q You don't know..

Now, if Consumers Power Company decided to launch,
,

a program in the State of Michigan to prevent the inverted. I

-

*

rate structuren and succeeded, do you think that would have
.

a tendency to increase demand or decrease demand?'

.,.,

,

''
.- A If Consumers did?

'O Consumars went out and decided that's it, that'sJ

the last straw, we ain't gonnn to have inverted rates,,and.

they were succosaful, however they did it. No inverted rates..

' . , Would that hava a tendency to increase censumptions.

or 'docrens'e' consum tion? ' l
'~~

.

A Well, if we can divorce how it is done, whether by,

,

'

, Consumers er someone oise, I think that inverted rates will nots

increase consunption.,

:{ Ncw I say it tathat way because I just don't know
|

.
what tha effect will be, how much it will be. But it won't be --t

it won't had sn impact to increase consumption.,

| %,
.,j Q In order to build generating capacity, you told ma

' '

.. ,

a

t -&

.



|
'

| {|{ 3278
5

: !i
11

-

)
"

mm11 you have to look at the economics of it. '
.

'
- t A I don't recall telling you that.

.

. O Well, didn't you tell me that economics ara

important in the lead forecast?

A I think I told you that they vare important in,

.

determining how much capacity would be required in order to |j

t

j ,. , meet the load, !

.-

.
I think I also told you that load forecasts are.

. made for another purpose which was to allow studies of rate
,

structures and their impacts.,

i

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

i.

;; Q Woll, should a load forecaster consider whether the
!

(" % ;tj ,; company is capable of meering load forecasts as desirable.
(

.

A Strictly as a load forecaster, no,;
.

!i Q Ifell, hcu about as an axecutive?g
',-

3
;

A Well, he. may have other functions. But as a load, ,

'

forecaster, ha ought to divorce himself from whether or not
*

,
,

the company can meet the load.
,

-
.

,y Q Do you that in finally deciding on a forecasu that..s.
f

. .. [; the company adopts, the cost of meeting that load is an impor- i
;

t.i
*

..j tant inquiry? '
.j

-
I'*

._ i A I don't think it is for the load forecaster.g .,
'

.
-

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

,, ,,
.

In other words to go out on the -- if you decide to;

,

\

pick a particular lotd forecast and implement it,
gg

is thea.

- '; .

1 p
-

_

4 a .. i
. .

A . - --& M -M ~O
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! |cost of implementing that load forecast a relevant inquiry?'
4

i

A Well, sure.
.

|The cost of any implanentation is relavant.

.

Q I see.

Now who was on the probability .cncoding team?
i

~

. ; A Jack Mosely, only. ; i
..

- Q Just you?
1

A I did all the encoding. {.

. Q Well I thought that the encoding was done by |
1

l

this kind of conversation in a group with all of these execu- |

|

, ; tive people.. ,

i
A ~ Well, maybe I should explain what my concept of.; .;

O
, ,

.

([) ., I encoding means.
, ,
(

; O Well don't tell me what your concept is.*

! I want to know -- I am really only interested in. .; ,

| what happened.

I Now, is it your tastimony that this group, each 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 them wkther they considered

price elasticity?..
,

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

# .l Q But you told me you don't know what input price
'

-;.

*

.|
-! '

.| t

; a
.

.~ . . . . .- . .. .-. . _ . ._
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elasticity had on any nombor's vieus. I csked you that .':cfore.V
So I annurt.e if you don't kncu you didn' b ack then.

A Uell, ohny, there is a difference between asking-

them and cuggesting t. hat thay think about it.
.

Q I see.
'

<

Well, d;*.d you got a response from thtm?-

A I don't recall any specific recpensec.

Q Ucil, how do ycu kncu they thcught about it?..

A Dscause I suggested it.

O They alvars do uhat you say?

A No.

_
_

Q Well,heu do you know they did it?
w
J A I don't.<

(
0 Uhat is ti.e error band you would put on your

encoding studias?

A What do ycu mean by error handi

O I mean uor.lu you have an orrer band -- I mean,

like if I thought I could walk frca here to the othar sida
.

,,, of the roem in ten minutes, I would put an crror band on there
,

*

of zero, becauce cletrly I could walk 30 feet in ten ninutes.
. We start getting inte seconds of milliseconds, you know --

.

uhat I am talking abcut is every probability has an error
band, doacn't it?

.

] A Well, overy probability has an uncert.ainty.- (_-
-

- 0 Well, of:ay, an error band, plus or minus, et cetera.
,

.

.i

- -'
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nm 1, A Yes, but it is not a band.
,

'

O I soe.,

Well, what I was talking about was a range on either

side of the projection.

Co you understand what I =can, !!r. Mosely?

A No, sir.

'

Q You don't?

Wasn't there a probability factor used in the-

enccding analysis?.

A I really don't know.

I don't know the significance of a term, " probability

factor.",

Q Woll, didn't the 2::ccutive Review Committee,

\ %

conclude that th2ro was only a 2000 pcreent chance thct they-

would be right at ene end of their projection?

A A 2000 parcent chance?

O Yes, one chance in 2000?

A I don't recall any such ovaluation as that.
,.
,

O Who elso -- who did you encode, Mr. Mosely?
"

*

. A I encoded Nt. Sheppard.

1

O Who is he?

A He is vice president of region operations.
- *

Q What is his background?

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

four or fiva years ago, he was a division manager in Bay City,

a
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mm15 I think it was.
1
.

Q In any City?

A Yes.

Q What did ho do as a division manager?

A Ee managed tha division.

Q Did ha do any forecasting studies as the division
.

'

managor?

.. A Wall part of the forecasting input comes directly

frcm the division. Each year they nake a close survey of --

a personal servay of pil of the large and industrial cornercial
. users and reviou what is going on in the rosidential areas.

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

he did, but ha vould have responsibilitias and I am sure he,

s
.

did a lot of that work in the division.
O You sure?

A I'm almost positive.

O Dut you never asked him?

A
.

Ho, I never did ach him.

Q And you never made an inquiry as to what ha did?.

'

A Yes, I made an inquiry. -

_. O of whom?

A I asked -- I can't remember, one of the man that

worked with him if he had been in this and he said yes, he

had b2cn in it.,

,

?
- - Q What impact did Mr. Sheppard think inverted rate3
5

$

i *
.

i
e
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i ^'s n:m16 stiructures vould hava on the domand over the na::t ten vears?
(M '(

A I don't know.

Q Didn't ask him?
.

A I can't ha cure that I ack:d him. I don't

rembmber spe::ifically what I achad cach man, co I uill he

unable to identify which ones I asked which cuestions.

Q You are unabic to remember which g:csbions you

asked uhich r:an?.

A That's right.,

O Ycu told cc earlicr that it ic important in a

probability encoding-cr you tc1d your counsel--iaa probability
! encoding system, to understand why a person believed whtt he

,

tO did believo.
. -

.

Isn't that what gcu said, that f-%t i.as an important
parrmeter?

A Uell, I don't kncu whet.hcr * I scid it e::actly that

way.
,

I will tell you what -- it is important that the

man understand uhat he is talking about.

'

Q Okay.

A That he have a feel for it. It is up to the
,

encoder, the can who is trying to get thece numbers out to
*

.

broaden his view and be sure that ha is caeing about the

whc5e picture and that ha is concentrating on it and there-

fora it is important for him to know what he is tniking about.
,

.

,! .

.
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j . mm17 Q Well whero do ycu do this, in a quiet room with a>

| little ' light, a let of light?

Does any of that natter, the external surrounding

circumstances of --

MR. RCSSO. Objecticn.

l. Irrelevant.

CHAIRMAN CCUFE: Uhcre arc.you going with that,
I

~ *

Mr. Cherry? '

.

MR. CIERR": Well I am just try!ng to get a feel

for the encoding ana.''.yttis. You know, just the circumstancas

he cits in. IIe cays you have to concentrate. I want to know,

', [ do you go away, do you do it in an office, do you answer '
i

.

'*/
telephona calls?s -

CHAIRMA1! C0tTE: 10.1 right.

Go ahead. \-

,

B'I MR. CEI R:2:

Q Nhy dcn't you describe for ne --
.

. CHAIIDIP.N CCETE:. Ifr. Resto --

MR. ROSSO: All right, I apologine.
. ,

.

!

C'IAIRMAN COUFE: Uhat is really bugging you is

. the hearsay, and I want to go back and I want to explain that

to you one timo.

Tha now pape.r acccunt is not evidence of anything.
|

MR. RCSSO: Yas, sir.
s_/

4

CIIAIRMAN COLTE: It is obviously hearsay.,- .

i
t

_
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The man has the right, however, in my opinion, to'aml8 ;;--

.

pick. up itens from wherovbr, and cross-c:: amine the witnaca on

it. The test is credibility.

That doesn't maan thatthe itsm -- the question he

asks ls' proof of anyc'hing.
t

; MR. ROSSO: Very well.
,

.

That is not what is bothering me. What is bothering.
~

is the fact that the objection to my last question was23

'

overruled, cir, because I think t' tat what ue are doing is playing '

games and asking questions liho -- you knou, how much lighti'

was in the room, or hou much light wasn't in the room. It is

,,; kind of the gamsa you play before a jury in a pe'rsonal injury,_s

'

case, and I really don't think they have any placs-th'an

admini2trative hearing en questionc of the depth that va
9

are dealing with here.

Now I apologico to the Board. I wa overruled. I
1

sort of tossed my paper doun hara and I apologize. I don't,

do things liho that gonorally' and I uon't do it again..

But

that is uhat is botharing me, since you ached.:
;..

.

; ., MR.CEERRY: 11r. Ch irman, I don't know whethcr

Mr. Rosso is right or wrong, I have ncvar tried a personal,

injury caso, and I never intend to do co.,

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

O
; ( J MR. CHEPJtY: You must be drawing on your ownm

J
': e:tperience.-.

-.
. ,

) |

1 |
; .,

-

,

.!
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m:nd19 MR. BREllNER: Mr. Chairman, those exchanges
.

: between counsol hava got to stop. Ect'h Mr. ''osso and

Mr. Cherry persist in that and it ceems to me wacting the

Doard's timo and ovarybody else's time.
.

MR. ROSSO: I agrea, sir. -

'I apologi=e for that,.too, sir. i.
3

BY MR. CHERRY:
..

.

O Mr. Mossly, what I am getting at --

.

Mn. BRElmER: I ask the Board to admonich both

o5 them.
.

MR. CHERRY: This is ridiculous, admonishing. *
,,

i
CHAIRMAN COUFAL: Go ahead and ask your question,,

' '

Mr. Cherry..-

EY MR. CHERRY: -

. Q Mr. Mosely, would you describe to me tw you had

this sessien with Mr. Sheppard, for erample?

I mean, did you arrange it'in advance?

. . What did you tell him to de,. whera did you meet,
, ,

. et catara?:- (,
,

'

3 Can you racollect and describo that for me?

A Yes, I can.
.

Q Go ahead and do it..
,

A Well, I callad Mr. Sheppard on the phona -- we will

. say one day becausa I don't remember which day it was -- and
u)

,

.3, said, Lowell, are you going to be in tomorrow? I would like.,

|
'

;
|

.. |
.

- . . . . .. _-__. _ _ - _ - - - -
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to come in and we will have this encoding of your probabilitiacq

cm20

on the electric load forecast.*s
,

And he said, yes, I will be in, and I think it was

around 10 o' clock, full daylight. A real brilliantly lighted
.

. office.
,

.

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

.

And co I said, Lovell, I have got here a copy of.

this list of the items that all you fellows cent in alout.

high load forecast influences and low load forecast influences.

And I would like for you to take your copy 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 mark come points on it, and
.

draw it, and then tell you what it is all about.
.2

|

Then after we get finished, I am going to explain
'

it, what I think you said, in more detail. And it has got ;

to be what you want, or I don't want it. .But I also want you
. -

; to know what it is all about. |

g
. |..

|
t So we then took the list and I said we want to get )

.

...

,

into thinking about what are all the factors, what really.

.a

| might happen that would just cause our load to grow like it |
,

..

used to, or even nere, 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.

-

. .. ,
. ' ,

;

1

|'
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I And then I said, okay, Lowell, mark on there if you"

|D '

- will, the three or four items that you think could cause the

graatest impact.

And he marked threo or fo'2r. I don't remember

exactly.

And I said, are there any other items that.

aren't on this list that come to your mind that have been onr-
' looked?

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

And I said, okay, Lowell. Now, let's think about

that. And if all of these most effective things should happen,-

:

what do you think the chances are of its happening are, and
~

n,
i'

how high would the lead growth be? |( q
t

And I am gcing to give you numbers, which I don't3. ;

- know whether these cre Lcmoll's numbers or not, but thcy are
i

typical.

O You are giving me numbers for the process of''
.

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

~

; that they are in fact the true numbers' used, is that"' correct?g .

1.

- A That is correct.

I i

C Q Go ahead. .

. . .

1-

| A So, Lowell might have said, well, I think there is
,,

a 5 percent chance c. hat the load could grow as'high as 8 |
'

;

f3Q .. parcent per year. That means a 95 percent chance, Lcwell, then
,

a
that it will be that or lower,- ,

.
.. .

!
'

0 |.
)
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22 Okay. And at that point I marked a cross mark'

on the curve that I had that represented that.' '
.-

O But did you ask him why he thought that there

was a 5 percent chance that that would happen?

A No. No. I don't believe I did.

U I had asked him to consider all of the impacts and
.

,

'l t

- | then place his value on it.

- 0 But all he gave you were the factors he thought

- were important and what impact they may have had on the

load, isn't that correct?

, A And then he assessed the probability of it happening.
~

m.

,: o Q Right. .

l
,

| But did you ever ask him why he thought it would..

'1-.s
'

. happen, or why he thought those were significant factors?
i

*.

.- A I don't think I asked him that at that point.'

I think if I had, that I would be influencing his

- judgment and I didn't want to do that.

Q Well how do you know that he -- and I am not being
,

,

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

..

A You don't know Lowall....

(Laughter.).

Q Sure, and I dont know San *a Clause
..

But what I an trying to find out is, if you can't,..,

| tell me what Lowell's background is in forecasting, except
3 4

J ? |'

| ;3 h that he was division manager, you think he made surveys, et
i .

.

,
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. cetera,and you are ahcolutaly sure that he is really nice'

..

and -- hcw do we knew that Lowell is not an idict.

I mean, if you don't ask the man uhat he beced it

on, of what worth is his opinion? Can ycu answer that qucation?

A I have just gone through 15 minutas with him going

over these high cic:r.snts, discussing them with him. And if

that isn't what he based it on, I don't know what he did.

~

0 But you never asked him.

'

Mayho he was just trf ng to impresc ' cu, give youi y

a scing away present.

. MR. ROSSG: Objection.

Argumentative.;

CHAIIGIAN COUFAL: Sustained.

BY MR. CHEERY:
.

O Who is the next man -- by the way, hou long did

,

this encoding sessicn last?

A Well, I should tell you we did clectric and gas

both in the same sescion, so as best I rems.mber, an hour,

and a half, something like that..;
.

.

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

A That's right.

O And the next session with Lowell, how long- did that

taho?
O
(.f) A I didn't have a next session with Lowell on.

J
'

enecding.-
~.

,

f
-

t .
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. was it with Lowell. For an hour
! '

t -
Q I sea. That

-y ,

[7
'

/. - ( s *M a half you did gas and electric the sama day.
e,

Now, who vac the ne::t person you encoded?
' :

'' ' A Ac I say, I am not giving you ti.ase men in order.

, . Q Okay.
,

Tell me the nc::t membsr of the tsam that coacs to
s

. -~~~ . . . . -
,

'
,

A John 5Cluberg.
~

.

- Q 21.uarg?
,

A Yes.

*

Q What is Mr. Kluberg?

8

i s
--

.A He is sanior vice procident and controller,a.d atys
.

Y . th't time I believo ha was in charge of ratas.a
i.

O Rates.

What does Mr. Kluberg think of inverted ratss?

Does he like them?

A I don't Itnew. .

Q Did you ack him?-

A No.
-

,

l Q'
,

Did you ash Mr. Kluberg uhat impact he thought

* inverted rates might have over the ne::t ton years?
,

i
* A I'm sure that I didn't ask him that specific

question.

d OS,

.J ,

, ..

| *

i -

.
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ORPE/ G Did you ask him whether he thought invorted rates'

if 1 .
would chtsin in Michigan in the nc=t te.n yearc?

'

'

Bugin 9 .

' A I didn't ask him that exact quastion.
*

a |

4 i

' , ' % Here you had a guy with a rate background, who!

,

u

; .; j, was a financial gu,7. You had a real good chanco of getting
,

i'

g .his viewpoints of whether or not this cccurrence would occur.
,

'i

- '' . Why didn't you ask him?.

:
.

A We had talked about it in other meetings. I had
-

,.

'!

ftal'cedabcutitmanytimes. But we're tal'cing about enccding
'

h

[' sessions, and I doa't remamber asking him that question. !
1

,

-
3

G Since you had talked about it many times you can
L

' - 1 S tell me what Mr. Kluberg's viewpoint is. Is he in favor of
! I; . .

4 inverted rates? '

i '-

li
"

A I don't know 10 ne's in favor of it. You'ro.

1i

, ] asking abent e pshonal opinion, and I don't know what his
?

.; personal opinion is.

MR. ROS30: Encuse me. Might I ask the witness- -

i

,j to delay a fraction before he starts answering the cuestion?.

.; I had an objection to that one, and he started answering.

'. i
!

_;. q before I could get it out.
i

THE WITNESS: I'll try to.

_- BY MR. CHERRY:
i -

d B Based upon your ccnversations with Mr. Kluberg,

n do you know whether he's in favor of inverted rate structures

a ,
~! = or not?

?
1

4 ii
!
..!

,-

_ , . - , . < . - . _ - . . . . - . - - - , -
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' O f A I don't know whether he is or not.4 j1 it 2

| G What does Mr. Kluberg think the price is going
'

tio be of electricity compared to other commodities. over the

[ next five years?,

E A I don't kncu what he thinks of it,-

i
'

G You don't know.
n

.Did Mr. Kluberg project an increase in electrical

.

growth?

-

A Yes.

G What was his number?

l A I don't know.
I

f G You don't know.2-g

) i|
'j A It's in the record somewhere, but I don't remsmber.~ '

~:

j How long did Kluberg's encoding analysis take?^

'l
' i A I can't be very precise. They were generally -

f |

.I I thin': possibly the chortost one of the whole group might

I
have been an hour and fifteen minutes. I think the longest'

- '
one might have been tuo hours. I really don't remember just

'

how much tina was apent with each of these individuals...
-

. ,

.; G But when you were talking about Lowell and I asked
1

; you some questions about whather you asked him for his basis"
,

,

|
:'; for these things and you said no, I assumed that was true l

.,

F throughout the encoding analysis. You didn't ask the people

) .-' ~ to give you the basis for why a particular factor is' signifi-
~j.;

" . L
|- * j, cant or why they think it's going to be 5 percent or 10

.
I

,1 .

:! :'

. . , - . - _ . . . . , - - . - -
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Ilt3 percent prehability of occurring, is that correct?
'

,.

./
a. Ito, cir. It'c one of i e cardinal rules that

censons who is encoding do not influence the nan'c judgant.

3 So you did not ack thoce quoctions, correct?

A That's right.
.

G Cf anyone?

A I didn't ask those specific quections.
*

G cf anyone?

- A That I rocall.

B Who olce did you encode?

A !Ir. John Singson.

~~N G Simpson.
v

What does he do?

A Ee's the E:tacutivo Vice Procident of Dictribution-

and General Services. I think that gancrally covers it.

G Sy the uny,.had Mr. K1corg over donc a fcrec:st,

an econemat-ic forecast? Do yea kncu if he's ever dcne one?

. M R. D C:'A ' GLjection. I don't hnca what an
-

econcmetric foreccot is. The question is vague.
.

CIIAIRMAII COUFAL: Ash the witness if he can
identify what an econometric forecast is.

BY MR. CHERRY:

G Can you tell ne what an econome dic model is for
('~'s
(f) a load forecast?

'

A It's a little different. I know uhat econometric
.

,-
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.

t4 models are.
,

G What cra they?

a They're models that are usually placed on a

ccmputar that purport to reprecont the intoraction of certain

economic factorc, indicating carbain outcomes based en

i ' certain asstmptions.;

-

G Do you think th n 's a <Jood way tc do forecasting?
.

'

E I think it's useful for some purpocas, yes.
'

-
.

G Constners, I asseme,' has ccenoncti-ic mcdels they'

'

use in load forecacting?

'

l A Ccnctuters, I don't thinks has itc own econenstric
,

Js .

'' d model. It has consulted several university econcmetric,

N'

models. .
v -

G Sut not in connection with the 1976 Nov mber fere-'

a

cast?

!

A Uoll, I'm quita sure that Mr. Denten, who is our'

l' economict, gained considerable of his input and the stnrr.ary
,

s . ..

.' of information he gained frca us was based in part en the
,

! proceeds from cconometric nodels.
,

.

G Which one? '

{ E The Wharton School is one of the ones I remcaber,
-

,

and piso the Univerrsity of Michigan. It seems to me thare

is another one, the name of which I don't recall.at this

ccmant.
U

G If I just call up the Wharton School and.say,
'ii

,1 I
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i lait 5 "I'd like you to give me access to the Wharton econcmetric
i

'

modoi that Mr. Danton of Consumers Power acw," I'd be able

to find out?

A I don't knou.

- G You don't know.
.

. Does it have any mora spr.cific name to it?
i

A I'm suro it does. I'm not familiar with it.

G Ynat did tir. Denton do with whatover he got from
. ,

Wha: ton, the Univers:_ty of Michigan, and semobody alco?- :.

A I think ha inco.7. crated --
.

: G Ho, no. Do you know?. '
.

h, A No, I do not know.p ..

G Denton was one of the peoplo that you encoded?

A. No, sir.

G He unsn't.
.. ,

. .

. Do lou knou. what tir. Danton's views are cu the

_ |prospectofincrearedindustryinMichiganoverthenextten
. years?

.

A Not'specifically.
,

,

.;.

; G Did you ask him in connection withthe E:hNcutive.

Reviers Forecast CoIcnittee? '
..

-; ..

% '

,

I did no' ask hin.. A c
.

G Do you kn7s if anyone did?. .

,

p} . A I don't kscu whether anyone asked him cr not.(
. -

.

G Did the Etocutive Review Forecast Coumittee consults
-

; .

.

b

!

- - - . - . -
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,

it 6 the load forecasting study that was prepared by the 'tato.) '

Department of Consts. ora pctor?

A I would liho you to be a little more specific as

to what study you have in mind.

O. Well, you tall no if any load managemant survey

prepared by the Constrcers Rata Department was uced.by the

. E=ecutive Review Cot:mittae.
* *

MR. ROSSO: I'm sorry. Initially'you asked for
.

a forecasting study, and nou you'ra asking for a load manags-
'

ment s'urvoy. Which one are you after?

MR. CHERPI: I always ask my last qucation.

THE WIT: CSS: I'can only speak for myself. I did )

not see a' formal report.
-

I do hacu that they ucre making such a study, and

I do know that it was part of the input that finally came

about this request to make the total big study that I referred

to earlier; but I did not see a spacific study.

BY MR. CHEPSJ:.

9 What impact will load management techniques have
-

.

in the future in connection with the consumption of electricity? :

Do you know, over the next tan years in your service ar~ ai-

c
!'

- E Well, I know what some of the possible effects

are, but that's one of the big prob 1 cms. These things up to

this point are largely theoretical.

~

They may work with groat officiency, and they may,

!

* .
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'

| lt 7 ' not; but the general desired result of load management is to
i; ~}
] divert or transfer certain loads frcm one time of day or one

r

time of the month to atother 'ime, when it can be supplicii at' t
6

less cost and possibly with loss wacts or losses, and therefore
'

make mora efficient una of whatever oncrgy cupplies there are.

I think thac thoro will be some benefits to come"

''

,out of this practico.
.

G You didn't include thoso cpecifically in -your-

-

' encoding ycurself? ,
,

,' A There are no specific answers to include. They
.. ,

!, certainly entered my considerations as I formed my judgment.
t,

4 Don't you think that your forecast that.you've,,

fjustdescribedondirectandcrosa-examinationwou2have-
i ,

!

aignificantly improved in terms of its accuracy if you had

i

! done it pursuant to some statistical analycic or econometric
n
1:

e acdel?,

I:
:

|| A I don't believe I have said it vac not done pur-
i;
'

.
suant to those things. As far as I'm cencerned, I think our

i forecast is excellent.
- i

.] G Excellen'.c

- How many paople are on the encoding committee?

,! A I did all of the enccding.
1

~ G Ucw many peoplo did you encode?

! A Five, other than myself.

J |
'

; ; 4 How long was your enecding scscion, yourself?
I

| l
I |a

'

,!

_' _
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I I think I took about, oh, probebly about three-

i/ M E. . r.'
-

hours...

'
.

G Would it be fair to say that an average of youri i
encoding sessions with the othar people was appro::imately,

three hours?

A No, the average wou'ld be much shorter.
'

-

4

i G Two hours?-
-

L

! A I would say en hour and forty-five minutes.,

'I
, 4 Let's say two hours.

!- So in thirteen hours you and these other five men

sat around and you figured out what' electricitf wc.uld do.

.

over the next ten yer.rs, but you never asked them what the.-

~-m .
, .

.

bas'is of their deerision was. Is that abcut right?' l
.-

I -

261. ROSSO: Objection. Argusantativo. '

CHAIR 19.N COUFAL: Overruled.
..I
.;
L You may explain your enswor, Mr. Mosely.

.- 1:
^ THE WITNESS: I did not cGk th3m the specific,

} quession as to what they based their answer on, because there's'-

..

" no end ,to this thing. I would then have been influencing.,
n

I[whattheymighthavesaid.-
. .

o

3
~

I tried to create the best at:nosphere and the25 :i 1

. , ' best ground I could and the broades.: ground so that they would

. .'' indaed exercise their independent and full judgment, but I
'

;

| C did not ask them how or uhy did they come up with their
j'

\
.,

~
. .

- : answer.,,

.i
.w

|
|

|.
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BY MR. CIGRRY:e

I bt 9 ? It was all done in thirteen hours, total?

A I think so, but, Mr. Charry, that is really a

lot longer time th.n we usually take in coming to theco.,

judgnents.

G So you caually do a forecast in a lot 10:3 than
.

thirteen hours?

MR. RCS30: I object to this. This is very Ir.is-
A

'

Icading, "you do a faracast in a lot less timo."
,

l
; :la kncus larn wall the witness in talking abcut
'

the delibarations of the connittaa uhich reviews all of the.

inputs of the company. This is just a nicleading li'.ne cf

f questioning, and I c) ject to it.
5

MR. CHERR?: If he didn't ach. conebody wnat his
.

.

' input was, how could he review it?
.

'

BY MR. CIGRRY: -

. . .

4 What did you maan, Mr. Mccely, when you.--

KR. ROSSO: I move that that ba strickan.

CHAIRMMI COUFAL: I didn't haar it, but I'll strihe.

,

it.
. .

. MR. CHERIC: It was pretty good.

CHAIPJUG COUFAL: Go ahead and ask him a question.
.

MR. CHERRI: tiill you strike Mr. Rosco's rama$-hs

bafore that, becau:o mina vare in response to' his. They

were gratuitous, too. And I want you to admonish hin.
,'

. . - (Laughtar.)
.

.

- -
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CHAIRMAN COUFAL: You're admonished, Mr. Rosso.>

It 10 11R. CIi2Rn'l: Will you striko his remarha, too?

' Y)~

I never asked you to do a striho before, navor.

CHAIRM3.11 CO*v7AL: I'm so upsat by your. ashing me

the first tino that I just don't knew hou to react, so I'll

not striko them. ..

i '' BY MR. CHERR' :l
,

: B Mr. Mosely, did.you ever hear theco words:
'

.

.

'
. "The first attempt to quantify ralctivo degrees
*

1
- of certainty for future enerrff c lec h:s been intercat-

ing and informativa. Ua havo nero to do respec':ing

'l| markat analysis cnd perfecting our techniques, but
'

. { we believe these procadt.'res will prove to be ve'.'.y-

useful for forecasting pu poses."
,

'

,j Eavo you over hecrd those ucrdo?
?

A Yes, sir..

1 .

' 4 Whose are thay?
.

.

! A Mine. *

.

i % What were you deceribing?
-

.'

i | A The application.of probability to' decisions on-

,

F
load forecasts. .

. -

.
.

;!, 9 And you were caying that was the first atte=pt
"

- i!
.

I' consumera made at it.
6

F

L It wuc the first - I guasc I.aybo I caid attempt.

l. It wac the firct timo we had attemptod'to apply it to load
Y

, ._ .

,

f0#8C3D N 9'

I in Cencumors Pcuer Company.
| :- .

:.
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bltli G You doccribcd it as interesting and informatire.

'

n. Yes, sir.-

G 'fou said you had mora to de recpceting carhet

f analycia and perfectingf(cur techniques.
.

A That is ccrrect.
.

G So you agree that the techniques that were used

uero not perfect.

E There's nothing perfect.
.

G Uell, whct do you think has to be donc to perfect

the techniques, than?

'

A Well, there are a atriar of things.

G Ifnat are they?
,

,

L Well, firrt of all, there has to be another

encoder nont year air.cc I uill not be thera.
.

Q. That's jut t an alternative to you. Is that what

ycu neant by that, perfect the technique?

A That i:n't all I meant.

- G But you meant in perfecting techniques -

CHAIRMAIT COUFAL: Let him finish, Mr. Cherry.,

.

MR. CHERRY: Oh, I'm sorry.

THE WITITESS: I moant that you need a very

acconplished encoder to do this right. He has to be sura,

if he can, that he in avoiding such things as anchoring,

where a follcw hes preconceived positions that he wants to
%)

defend. You havo to try to avoid such matters as prejudica:

$
.
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"It12 Dcos it mean comething to his boss for him to come up with(d ,

'

: '.

a cert in answer?
.

You need to get a percen in the frame of mind

where.he is thinking and concentrating en what he is doing.

Thore are techniqusa fer the kinds of questiens that chould

,

be answored, and that eort of thing should be worked on. It

shculdn't be dona by comcono who knows nothing about it.

So that'a the kind of improvement of techniques
..

that I hopa will be developed.

- DY MR. CIIE3RY:

G. Do you regard.yourself no an accomplished encoder,
.

)' Mr. Mosely?:
.

A I censider myself much chove average, but I'm

certainly not what I would call a real onport.

- 0 Ecw many times have you encoded people?

A ch, individualc, prebebly twenty.-

'. Twenty individuals.Q

In connection with how - ny cubject mattara?

Becausa you did fivo~in connection with this load forecast.

- MR. ROSSO: Mr. Chairman, I'm going to object
t'

to this line of questioning. It's getting pretty far out

! on the fringos, I think.
'

"
' CHAIRMAN COUFAL I think the validity of the

n
\

y) study has to do with how well the study was performed, and'
.

v

f I think these questionc go to the experience of the encoder."

|

|
!
'

.
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' (/)>

' ~
BY MR. CHERRY: i

'

G Mr. Mosely, how many other projects were involved
|

in the encoding of the other fifteen. people? |
'

A. Well, in the course of the werk that we've been |*

; ,

)-

doing in the company where we have been applying this tech- |,

I nique to seme other subjects, such as - in most cases wa !
' '
:

haven't used it for definitive answers. Wit're training our-
1,

-

selves. We have tuo or three other men who ars now being |
l

trained, so part of this'is a training process. |
,

I
.

But we do it on such things as tha probability
., ,

#
. . of a rate increase, the probability that a rate increase

7 o

/ .' will come through on time, the probabilities that a bond

[ market will be good at a certain time or that it will be

. bad, and the probability of certain construction plans as
'

,

to whether they will underrun or overrun.

There's a whole secpe of applications in which

we are doing this. We've been at this development process

since February 1975. It is on this load forecasting is the
,

,

.
'

first time we have used it for a definitive result for the,_

ccmpany.
. , .

-
.

G So the first time that the company in this
,

development process has decided to rely in effect on the

reuults of the prcbability encoding study is this particular

forecast?. 3,

:
6

4
6

,,
,

,,. .- - - - .
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bitl4 A That is correct.

, v);
~

G How long were cach of the other fifteen encoding;

seccions that you had, these practice cessions?

-fir. ROSSO: Objection. Irrelevant.

CIIAIIWAN COUFAL: Overrulod.

THE WITNESS: I don't remember. They were car-
. . .

tainly varying lengths of time. Some of them may have been.

-

as shcrt ac fifteen minutes, depending on tha subject. Scme
,

of them may hcVe been an hour, hour and'a half."
'

BY MR. CEERRY:.

4 Who is the next member 'of the group that you

i e encoded for the forecast?
O "

,

We have Lcwell ncir. Wo have Kluberg. Who is~

,

another guy?-

I don't mean in order; I just want' to Ytnoti the'

-

p .,

p name.
*

./ '~4-
,;

,| A. Well, you caid ne=t.
;).

'; I mentioned Simpson.
- (

- - :!! 4 Simpscn was the Vice' President of Dictribution
-.:-

i:

.p or something or the other? '

;
*

.ti

A He's.the Executive Vice President of Distribution'

.,

i

k and General Services.
_.

,

4 What experience has Mr. Simpson had in forecasting?
,

hJi ,
MR. ROSSO: Excuse me. We already went through

'

v ,

i . . . , Mr. Simpson.;
.. ,

! i .

\
'

>

-
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MR. CHERRY: I don't think we did.
{ A g)Witl5r.. .

THE WIT 2?E3S: Ho.
;

MR. ROSSO: I'm sorry. I thought we had.

i MR. CHERRY: ?ay attgation.

DY MR. CHERRY:'

G Mr. Mosely, what experience has Mr. Simpson Ir.d

in praparing forecasting studies?

A Well, he hasn't hr.d all that much direct c:;;ori-.

:e ,

ence in tho electric business, but ha has c very long bnck-

ground in gas.

G He's your gas man?

O A That's right.

.

I don't know whether he's just been one or tuo

years on the Executive Revieu Ccanittee for electric, but

he has been on the E::ecutive Revicu Cc=nittaa for gas I l

1

guess ever since Day 1, at least as far as I know, at

Consuners Power Company. |

G Did he think it was gcing to go up, too?~

1

A What was going to go up?
-*

s

G Electric consunpticn.

A He thinks it will increase.

G By how much?

A Ue've got a curve. It'i the diffaront probabilities'

(\<

of different amounts.'

I

4
V. 1

G He thought it would be around 2 percent, didn't
:
t
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he?
.

2. As I rc=c=ber his curve -- and I ought to refresh

it -- I think that he said it was going to be botman 2 a:id

5 percent.

G So he wasn't part of the consencus of 5 percent.

He thought it was going -- ho thought it had 'a range of 2
*

to 5 percent.

* '

i tiell, basically he was part of the consensus.in

.

the sense that he really thought that the 5.2 was tco high.

'

on the other hand, there waro some gentleden tino
,

'

# felt that 5.2 un: too 1cw. To the best of my remcabranca,
.

.

he was the only one that thought the 5.2.was too high. That's
-

the way I remb+ er it.4

O. Would it be fair to cay that the consensus of ;
,

l

the Energy Enecutive', Review C W ttee wac that clectrical j-
;

.

cnergy lill increase over the period of the forccast of not.

ri less than 2 percent and not greater than 5.2. percent?

-
~ :A No, that's not true.-

.

; G That's n'i true.
.

'. 1 That.it's going to be'5.2 percont?

) i No, that's not right.
:-
'

Q. Well, how would you stat'e it's going to be?
,.

'
2

A Well, I would say that the mest likelv - the*

-
^

.

; greatest expectation for any growth rate is that it wil2. be''

.

at 5.2 percent, but there is some probability, some likelihood,
,

0 ,

, 6
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[d17 that the growth rate could be higher and there is some'

i 't

probability, some likelihood, that the growth rate will be
'

lower.

DR. LEED3: Mr. Cherry, I hate to interrupt you,

but I'd liko to-ask him a qt.estion because I'm confused about'

a point. May I?
,

.

MR. CHERRYs Sure.
~

DR. ICEDS: Mr. Mosoly, I think earlier I thought*

I heard ycu say that 5.2 was.most probable or scuething like~

that, and now You're saying most c:-:pected.

THE #4ITNESS: I've used those terms interchange-
S

.
ably, most expected and most probable; and thoro's anothers

\

~); -
-

,

term that is used, the highest e::pectation. j
',

DR. LEEDS: Okay. Would you toll me what you

i,

mean by those terms? ,

'

1

THE WITNESS: I will try to. ; ,

*
i

There is a probabilii"r distribution. It Imy be'
,,

that you're familiar with the-bell-shaped curve that is the |> -

,,
-

\

density function for flipping a coin or something of that {

|-

- sort. 1

t.-
- ,

The groatest probability, if you go through a

i

,
large number of f1'.ps, it you're going to say, "Well, do I

'
.

a

'
have more heads or more tails," the greatest probability is"

f
1 1'

that it will be balanced. It will be just about equal.'

(: A _

Thera is some probability that 90 percent of {
"

!
.

*
,

oo

yw-- - ,, . .. . , - . _ - - - , . , - - - . ,--
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blt18 your flips would come up tails. There's a 90 percent prcb-

V ability that 90 percent of your flips would come up heads,

. .but those are very. rare events -- wait a minute. I said'

'

that wrong.

_.:cre's a 10 percent probability that you'll have

- 1; 90 percent.heado. There's a 10 percent probability or seme-
1:

'j thing like that that you'll have 90 percent tails. Those

- cre' vary remoto probabilities, but there:c a very strong
'

..

probability, that'you'll have just about canal heads and
b tails out of a large number of flips.

. So. it's the sane with this. You get the probability.

of a ,1. Gad grouibg.Ot 1 percent, probability of it growing 2.;
,

-

i .

t parcent, probability of it growing 3, and you'll find that.

i

due to the shape of the curve that it indicates the greatest
.

. probability is for it to be very near 5.2 percent.
.

|

There is come probability that it will be all
1

,

Sud 9 other valucc.

.

*

,
'

,

P

e

9 -

T

%

v
*

.

f
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I'

n .3AR3/10 DR. LEEDS: Are you plotting probability -density
I

\q]'harbl 2| functichs?i
.

3 ',Il '

EEE WITNESS:- Uc are really plotting ctraulativei;
[. .

4! probability and frem that we can plot the density function,
5 '

but the der. city function has its pack whero the cumulative
3 probability has the greatest slope.

,

t 7 So.wa look at the -- in this 'caca, I did both.
- - s..,

G d., I pictted tha cumulative probability and then plotted thoJ
.
*

a'

.
9 !! gdensity function and the density function paal:: at S.2 ?ar-

|; M<

,

0 :: cant.
.. -

'

.
.

, . .

II 11 j DR. LEEDS: What in the most e::pected? '

.!
-

'

12
'

: ,; THE WITNESS: That's the scmo thing.,

F ]d i3 DR. LEEDS: Thank you.
'

| %J -
' t

.

14 E::cuce es, Mr. Cherry. I apolcgize for inter-
.

9

. i 15 rupting. j
r

-

. Ij 16 MR. CHERRY: No; you don't have to cpologine.

.I

17 2Y MR. CHERRY:-

i

.|.
'

13 G Did tho -- didn't the probability onceding team
13 , put dcwn a probability of cccurrence for differant growth
20 rates?

4 -

2! | A. Mr. Cherry, I have troubic uheri you are talking,

! -

|22 ). abcut the cucoding-team;. one perccn did the encoding. The
t . . .

i~ .

23 ' othars waro the ccmmittas who were being acked for their'
|

..

l' a

p) 2$ [ information.

'R t
: s1 25 0. Who wre the same people who were encodhd?.

. .

'; ..
-

.

,
ei

- ..
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P

r

a .
.g aarb2 A That's correct.

*

t t

d 2
G I refer to that whole group as the encoding team,,

3
; That's my dsfinition, meaning the si:t peopla;you and the

4 other fiva; chay?

5 A (No racponse.)

6
G Did'the encoding team eventually arrive at a

. 7 list of probabilities for different grouth levcis?
- l

G A Yes, sir.
.

:

! 9 4 Ycu annuer is yes?,

10 g yes,
.

f 11 I O and is it not true that by looking at thoca
|

-

12 numbers, the majority of these si:t people believed that there
:

'
- 13 is a 50 percent probability that the annual growth rate will
i

14 be less than 5 percent?
iI

.| 1S A I don't kncu that. I haven't locked'for that !

)

'|
| IG number,and I can't toll you that without leching.

,t

17 G If a majority of the team belicved,these six
|a
!

.f people, that there wac^n'50 percent probaibility that the18

r
19 growth rz.te trould be less than 5 percent, if that ware

20 true, how would that impact the 5.2 percent level selected?.-

i

21 Uculd it have a tendency to decrease it or increase it?
,

1 22 1 I can't tell without analycing the entire width

23 and breadth of all cf the curvou as to what that impact j
I |

1rm 24 wculd be.-

7)
j

's '

25 G Well, let ce ask you this question:
,

a



,

|
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4

!

1
"

arb3 Would it ba.possible for a group of pacple to

(' V 2 arrive at a consensus af 5.2 percent growth of they believed
i. .

3) there was a 50 percent hanco that it would be lecc than
Ii

4
5 percant growth?

:

'5 A That's pocaible.

6 i

'G Uculd it be -- uculd that possibility be remote? !

7 A I really don't knew. The thing of it is, that

3 those curves don't all have the same shape. Some of them'

,

9 think there is a strong possibility that actual growth <:cnnot,

i
10 he''cEtcide a certain bound. And when tha.v take a'bo'sition

''

,- -

.

11 like that, why it makcc a certain flat place en the curve.
_ i

12 They then'think that tha possibilities of it heing in aucthar
|O

13 range do rango widoly. And cc a curv5 can start cut flat I
i

14 and take a very severa jump and it depends on whera thoce

15 changes of their evaluationc take place, as to what 'tlke '
s

13 eventcal offect will be en the censencuc.
''"

'

17 G Ncu in your letter sumari::ing the results of

18 the.enccding, you caid thay had a perfect -- to perfect
19 techniques, you caid that more market analyzic or recearch

20 had to be done; do you rectmber saying that?-

21 A Yes, sir; I do. "~

22 O. What did you mean by that? '
'

23 A. Well, thorc isin this new Ora of uncertainty,

1 N 24, abont ccdes there are new elements that have to be considered
E . ;

.

; -

|d~ 25 in a depth and with n precision that did not seem to be

: . -
'

t
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,

sarb4 1 necessary in t;he past. Ibd we are particularly concerned

i
2 about switches frcs ona fuel to another.

'

,

|

3 And also, just what end usa our eustomers and

4 other users of energy make of energy they .get.

5 So with that knowledge or that imI.ression that we

6 need a lot mors funduantal information as to what our~cust-
'

1

7 om'e$s may'do as thay_exercisa a naw cat cf options, it has
,3

i
I3 been reccamended that -- and our m agement has decided to

.

,' 9 start a very extensiva and-use survey.

10 G End what?
~

11 A End-use survey.
.

12 G What is that?

! 13 A What?
. .

14 0 What doec the end-use refer to?
'

.

15 A The end-usa of the energy, what do our' custo.ners

|
1G do with the energy they have.

.

17 G po you think that's relevant?

la '. a. I do.

19 G You really do? Why?,

!

[ 20 A Decautta we aro in the energy business and if they

21 developed neu uses, or.if they have, options to change, if

22 there are other competitors coming in th:t will affett the

'I |
'

: 23 elactrical load growth. |

!-
t

24 .G Tou would agree with the statement that the

J
|| 25 end-uceof enargy is an important factor in analyzing whether
,,

1

I
. s.

|
..

- - - - - . , , . , ,-
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,

,
aarb5 a particular demand will be necessary?

e
-

3
MR. ROSSO: I oh.j'act to that qacction. It is

3
very vague. It will be necessary: I don' understand that

4 that means?.
5

MR. CH3RRY:' That the end-use of electricity ought
,

6
to be 'aInalyzed and -- in determining what capacity is necessary

7 for -- cr what peak demands may obtain.-
.

-"' '

O :.

BY MR. CHERRY:,

9 0 Would youtgree witn that?-

10
'

1 I agree with that, but I also must add that the

11 and-use of other energy. forms is.also equally important. And
12 .t. hat is what we propos O o go intoe both other energy forms

i . 13 as well as electric.

I 14 G I agree with you.

15 Mcv you told me earlier that one of the things
10 that might decrease demand would be an application of en-

l -.

17 .vironmental regulation?

! 18 A Yas..

1 I
19 O Now would it therefore be also important to take

.

. .

20 a look at the environmental ef'fect of these different energ'y.
21 end-uses? -

)
.

!! 22 MR. ROSSO: Objection. This is way beyond the
i
'

23 scope of the testimony of this witness. Mr. hsery la trying I
s

.

to make a legal argument which he already lost.before the24
|

js2 25 Commission and did not appeal to the Court of Appeals"
,

f

.!
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.

1
arb6 and is not one of the remanded issues in this case. He

%^ . .
-
*

's is taking the words and-use as used by this witness and now

3
twisting them to his meaning of it.

'

CHAIRMM COUFAL: I think that there is a point
'

- s
.

5 g that r. hat objection is going to be. good. But I don't think

6
it is necessarily good on t:nis question.

MR. ROSSO: May I have the question read back?
,;

0 (Whereupon,the reporter read the pending question,

9 as requestod.)'>-

'

10 MR. ROSSO: I object on the basis thad this is

11 a question that is beyond the scop 3 of the witness -- of the

12 expertise of this witness. He hasn't been here to testify

;-
13 about environmental uses, environmental affacts.

\,

I4 CHAIRMAN COUFAL: Overruled.

15 BY MR. CHERRY:.

, . - . . -

1G % Mr. Mosely? -

17 A. I think that all relevant pertaining to end-use

18 should be considered.
:.

19 G So you would agree with me?

; ,- 20 A. I will have to hear your specific ' question to say

21 that I can agree with every word of it.

22 Q. I thought you would listen to it when it was read
,

23 back? You told me that taking a look at the end-use of
.

A 24 electricity is important in determining demand and capacity.
U
L' 25 What I want to know now also is: Do you agree,

;

. . _ _ . . _ . _ -- - - _ _ - . - -
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I,
.

i !
i rb7 because of your earlier testimony, that environmental regula-
'

, .

tion may have a tendency to demand -- dampen demand, and- "

'
- 3 if you agree that we ought to look at the environmental impact-

4 of that end-use of electrici'y in making this analysis?

5 MR. ROSSO: Objection, same objection.'

. 6 CHAIRMAN COUFAL: Overruled.
,.

.
. ..

7 THE WITNESS: I don't think that Consumers Pcwer*

8 Company necessarily neet to do that.
.

9 3*f MR. CHERRY:
.

10 4 Do you think it is relevant to the inquiry?

II HR. ROSSO: Objection; 70gue. . Which inquiry?
.t

12 CHkIRMAN COUI'AL: Can you clean it up, Mr. Rosso?

13 BY MR. CHERRY:

14 .g' We are talking about determining capacity and

15 demand, as you forecast, and we startad cut that one of the

1G things is environtcental regulation. And we go into this

17 end-use and then environmental impact.

18 Do you think that analyzing the environmental im-
.

19 pact in connection with energy and -- end-use is important

I 20 totheoverallinyltyofforecastingdemandandcapacity?
21 MR. ROSSO: Objection.

22 CHAIRMANiCOUFAL: Overruled.

23 MR. ROSSO : Continuing cbjection.

24 THE UITNESS: I think it has a place in it, but
|

'si[ when you say it is - is it important to it, well, the main
'

,

| .
25'

.

I4

f

11
:: o

- _. .
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:

barb 8 1 thrust of this incuir'r shculd be is what is going tc be the, .w. |.
- -,

) f,
*

'{') 2| alectric lead growth.
?

3 Mcw there are 100 things that can impact en ': hat.,
i

And [to just ctich yccr heed in 'the cand about any of th;n4
i
+

i5 wouldn't be appropriata I
,

6 BY MR. CHERRY:

7 0 I appreciato that; to stic!: your her.d in the cand
1

| 8 ahcut any particular output or input wenld ba inappropriata. f
I. .

-

'

9 I c. gree tiith that. I vill uco it in ny brief. !,
i
I

i !O '!cw what I uant to know, Mr. L'occiv is siep?.y' e
,

i t

! 11 this: ,I

12 Ycu believe, do you not, that if a particu?.ar
I7h 13 enc'-use has an environmental impact which acciety balievesV

t-

14 ia disadvantagccuc, that would hava a tendsncy to increasa. !
:

: 15 regulation uhich might then danpen domand; do you r.groo .;ith.!
!

1G ; that as a possibility? i
t

. | |j ;7 MR. ROSSO: Obfaction. i
;

ea CHAIRMAN COU?aL: Overruled,a
.

;g THE WITNESS: The paint of it ic that we are not

20 so much concerned with how thace things interact as we are-

21 with the -- what thacustomer is going to do about it.

i 22 The custcmer is the guy that turns en the suitches

23 and turns thcacff. And we aro core concerned about uha:. he

g is going to do as lcng as we are concentrating onuhat ourp/,

;
\

23 lead is going to be and that is what we are concentrating en {Cr'

3
t

.
' . ,

l.
e
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;

rb9 1 here.

) 2
DY MR. CERRY:

k.ir.Mocely,isitabetterthing,allotherthinga3- g

4 being equal, to over-octilr. ate er under-estimate in a fore-
5 cast?

-

6 A That depends on where you arc, when you are, and
7 so forth.

i

It is. always best to foreca5t precisely, which is
3 an impossibility.

.

O G Uhat is sacond beat; over-estimating or under-,

10 estimating?

11 A 17 ell, that has two ansvers in my experience. Sev-

12 eral years ago it was better to under-es'timate. And theC
(/ 13 reason it was botter to under-catimate was that with respects,

.

14 to the recourcss,you could build a new plant to carry the

load in abot:two yr.ars, two or three yearc. Ycu could out
15

in a turbine picco in two or three years and carry the load.1G

17 That option is no longar open. So you can'.t

afford to run that rish withcut .jsopardising your utility13
.

19 responsibility to meet the load.

20-

So tnere is a much greater burden on having a good
21 and accurate forecast now chan thare used to be. .It hurts

the company as well as the customers if you overectimate.22
.

23 Q. Ecw is that?

p) Well, it is because the company has idle25 A
t
%)

n resources that it doesn't'make a return on, and the customer~

s

.

- _w .. .
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1/''saarb10 prcbably has to pay somewhat higher rates as a result ot' it.
t )

'2
So there are two streng arguments for not having

3 too much capacity.
~

4

4 4 Now, Mr. Mosely, who else did you .cnccde?
P

5 A. Mr. Youngdahl.'j
,

: G G Ch, Youngdahl. Ah, gee; what does tir. YoungdahlI

i
*

7 do?
!

} 8 A He is executive vice-president of oncrgy cupply.-!

9 O Did you know that Mr. Ycungdhc1 does not believa,

I 10 that thero chould be any sccial or trolfaro purpose to boi

| 11 accomplished by rate structurec; did you know that was Mr.-
i

j
,

12 Youngdahl's opinion when you encoded him?
i /''

f(}; - 13 A 'No,

: 14 G Do you think that Mr. Ycungdahl, if -- holding
| 15 that opinion, would have a bias that would.not be a good

1G thing to have in this onceding analysic?,

!
. 17 A I don't know.
!
:

'la B Well, if somseno deep in their heart with all their

migh6 believed that they don't want toNsee invorted rate19
'

i' -

stiticutres and they just screamed bloodyjmad about that,20-

'21 that -- and you knew about that, would you calect that
*

22 pethon ao an appropr'inte erample to encode?

23 'A Noi. sir.

O 24 0 You woulin t. Youngdahl thcught it would go up,i

k. g')
s/ 25 didn't ha?

.

*

]

r

t
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'

sarb11 1 MR. ROSSO: Objection; vague.O
i i 4

(,j! 2 BY MR. CEERRY:
i

3 g Wacn't Youngdahl's highest? '

4 A I don't recall that.

5 G If you left out Mr. Youngdahl's view, what would
i

6 the percentage be?

7 A I don't know.
!

|0 0 Would it be higher or Icwer?,
!

.i

9 A I don't know.,
,

i10 0 Where is Youngdahl's curve, his particular curva? :

| 11 & Well, I hcd it in a file.

12 0 It is in a pile?
i (w\ ,

-|i 13 L A file. |% J)s ,

|

14 3 A file.

!

15 You might take a look at it because he wrote Mr.
;

! 1G Temple about a year ego and said it was a scandal to think I

i l
I i

17 of inverted rate structures because they ought not have any 1

18 social or welfare purpose.. -

;

19 And you told is that would be suspicious advica
.

20 so you wouldn't encode him. He did say that. If you like
-

f
,

; 21 when the hearing is over, I will show you the lettor he
!
I
'

22 wrote so you might take a look at what the forecast night ba

23 without him, you~know, because I am pretty sure he is on the
.

24 high side.
1 \

| , _.C'~9 25 Mn ROSSO: I nove that that be stricken as counsel'.s |l'-
|

1*

t
'

..

- ._ - -. -
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.

sarb12 1' testimony.

2 CHAIRMAN COUFAL: If you want to get into thu by
3 asking questions, it is all right, but'you have'made kind of
4 a speech. -

5 MR. CERP.Y: I havo already asked the undsrlying
6 questions and the answars are in the record.

7 BY MR. CRERRY:

8 g Mr. Mossiy', isnit it true, that when a,' utility
,

9 decides on what a forecast is going to be, it has a tendency
.

10 to overforecast because the way a utility makes money is from |

I

\
-

11 rates and you get races for construction permit?

12 A Not in my experience.
!

13 g If Consumers Power Company service area stayed at
sa

14 no growth for the next 20 years, for e.xamples, wouldn't the

15 profits of Consumers Power Company decline?

16 MR. ROSSO: I am sorry. Could I have the ques-

17 tion read , pleasa?

18 B'I MR. 'CERRY:,

.

.-
. 39 g I said if Consumers Power Company's service area
1 -

:
-j. 20 stayed at a zero growth increase, 'in other words, leveloff

, .

at in 20 years, wouldn't the profits of Consumers Power Company
|
|

21 decl.ine? I

_' |
'

,

A |23
.' -

I can think of pluses and minuses. I don't wh'ich |,,.
|

,

2-1 way it would balance.
D

.

'e

. / 25 G But do ycu bslieve that -- by the way, didyou

i
:

_ _ _ . . _ _ _ . _ ~ _ _ _ _. _ . _ _ , _ _ . _ , _ _ _ _ _ - . , ___
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I,i

|(~')carbl3 encode yourself on energy per unit of output fran he trans-
#

c
j,.

2 portation sector?
]

. -
-.

*!! 1 No., sir. |

.

!
|

;- - ]'
A I

G Ycu didn't? Isn't GM one of your customers?

| 5j A ?cs, sir.:

"
'l
'

G; G Didn't you sncode yourself on whether or not

| GM was going to ha core or less intensive'a company in terms |7'

t .

8 e
of energy use por unit of output?o -

,
- <

l

,' 9' A I guesu they are still having a problem with the !'
I

|
'10 encode work, which I ragrc'. I had Genr?1 Mote:ts vary auch !cq

.

f 11
'

in my mind and so forth, but I didn't say: Wh6t cre tho
|

,| 12 probabilities over this whole range? That is uhat onc,cdingO
> !
\ 13 'is all about. I can ask myself that kind of a question.}.

'
14 !.

!

: Edn 010 15
.! .

1

i IG '

't
i 17
I !
.

.

| 19
I

20-

21

22

07~ .
|

.

,
25'

|t
'l
i

i
'

A
.

. . . -
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:!
,

;

I

F'Nmm1 0 ch, so that you didn't really encode you- self.
N [32R'

D*

You thought about it.

A I was perfectly ateare thinking ahcut it when I cam 2

up with my ancimr, it ucs one of the important elements.

O Ohay.

. Did you think about * neral Motors when you mado;

your contribution?

A I certainly did.,

O Ch2y.-

Did you assuna that the energy uccd par unit of the

transportation scctor in Ziichigan 1;ould increase er decrease

over the nent ton years?

~

N Now ara you talking about n:anufactures ' or are you
,

talking about road mileage or uhat?

Q No, no. I am talking Ocut a nanufacturer. Ecv

much energy it taks3 to --
.

.

A Build an automobilo?

Q Right.
.

Did you think that per unit of output was going to*

.

> go up or down?
.

A I basically think it is going to stay essentially
!the same.

G:-I is making a trenen=cuc errort to cut bach on tho ;

(] amount of energy that they put into autcnobile manufacturing, IL '
/ \

|
'

but at the sane ti=n I have a feeling that they are going to )
_ 1

4

!

I

_ _ _ _ _ _ _ _ _ _ _ _
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.

[ 'l mm2 ba pushing come of their other. gas and oil -- arc going to switch,

- % ,A
v

some of that over to electric. So I wouldn't be surpristd

that an automobile, nine years from now, the same aiza vill

have just about as much electricity in it as it does today.

Q Ett you wculdn't project any incraasa in energ5r-

.

- use?
t

- You figure all of the factors would have a tendency

to stay the ceme?.

'

A I tend in this case to say yes, it vill increcca a

little, but not a great deal.

0 Ucw if cars which are less energy intensive then-

,

l'
g .

trucks -- if more cars are built ten years from today than

'<d) less cara than todcy, you would think that the use by GM would

further go down in connection with the mi:<?

A troll, if they build more cars that don't' ura electrici-t

than they do cars that use a lot of electricity, then it vill go
~~' down.

*

Q What is the probability or what was your thinhing,

about the size and power over the next ten years?. .

.
. .

!Did you factor that in in your analysis?. '

A Yes I did..

Q Did you think they were going to get bigger or
.

smaller, or what? '

lit ~)
A Well, at the time that that feracant -- that thing

'

,

, ,

. . was done, which was in September, I was pretty disillusioned
-h

.

!
i

| *
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,

; 1.

! mm3 * because I had been ene that thought cars ought to get smaller,m1

V
a.id I drive a small car mycelf. And I had been all in favor

1-- of that trend.

. They were talking cbout the market where big cars

were stealing all the market and little cars were a glut. And '

_ co I had tempered the growth of little cars quite a lot in.

my thinking.

'

I might ccme back a little bit the other way if I
.

was going to write tcday, becauce I feel thct the experiencos

of energy ahortage this winter and some of the steps that

the new administration is talking about, cay, indeed, push us

towards smaller cars..

s
'

Q And what wculd that do to the 5.2 percent figure

arrived at in Noventer? Cecrease it?
'

A It wouldn't have a significcnt effect in itself

on that total number. 2ut I guoes if my pocition prevailed,

it would have the effect of'a very minute decrease.

Q Did you listen to Procident Carter the other night..

on television?
. .

A Dnfortunately I only heard about the last ten

miautes.

- Q Did p u read hic speech in either the Times or

the Wall Street Journal?
\

( A No, I road reports of it bitt not the entire speech.,

v .

p Q Are you aware that he placed energy conservation
i

. !,
..
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, .

-, ] mm4 as the nurber one priority of the federal govarnment?[
xs .

I tras aware that i.a placcd it very high.A-

O And h2 canaidered it both mandatory and voluntary.
i

He said va would like you to do it on your otm, but

if you don't, Mr. Schlessingar may help you cut.,

.

| Is that how you understand our governmental policy
, -

today?-

A Well, not quito that -- Ucll, to that effect..

'

Q Chay.

Nou, did ycu consider that govarnn. ant policy,

i.e. that thcre vill be voluntary conservation, but if it

doesn't work, mandatory conservation, during Hovember 1976 uhen

you did your probability encoding?
,

A I thought tSat was a r.ossibility.

O What impact did you got?

A Well, it was just one of the things that let r.e

come up with my particular distribution.

I didn't put a spacific number on that itam..

Q You didn't have a probability?
.-

A Not of that specific itam, no.

Q I see.' '

What did you think of the Federal Energy Adminis'aatic:.

Guidelines en conservation?
n

[ 3}( Did you input that?

,

i A I really don' t know uhich guidelines you are talking
i -

-

t

-,- - . . - .
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j ) mm5 about, or what date.-
|',, A

Q IIott about the Enorgy Concorvation Act?

! A I am not,very familiar uith the proviciens of the

Energy Conservation Act.
,

O So you couldn't have used that as an input?

a A It didn't hava a major impact.
!

Q It may not have had any?

A May not..

.

* '
Q Pardon me?

A It may not.

Q You don't know what it is, right?

A I know it erists.

-

Q right.-

A And I knew uhat its objectivoc are. I don't rememba::

the points of implementatien, and that ccrt of thing.

Q What are the factors that tend to incracce donand?
A Well, I guesa a major one is through whatever

|

procacs,we havo an aheunding, rigorous, climate over cc:7eral |

l
,

l
years. Ther:e' rapid ups and downs are net that important, but |

1

. -

!.
long, continued economic health and expansion hav6 go:iarally |

,

.,
.

1,

' been asecciated with large increases in the use of electric |

l

* energy.

Certain regulations by regulatory and governnental
. -

% !-

%,)} } bodies could make electric ener=v more readilv available and~~ '.

. .

4 t cheaper, and therefore could cause some growth,f *
. 4

'. ( ,

i I-
t .

,

*
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(~3 I think I mentioned a while ago, rampant inflation,-

% f, mm6
~ which I think can he c twc-edged sucrd. I think it can causo..

short-range increaces. And if they happen at a time uhan
.

- resourcos are otherwice depleted, why it can trigger very

serious shortages by cauaing rapid greteh.

. There is a matter of the abundance of fuel or the
&

shortage thereof, but abundance of fuels would tend to increace,

.
, certain acti'ritiec, and might have the effect of increasing

-

electric use. Althong'2 there is the coacopt that it being.

competitivo uith elect:-ic energy, might keep it down.

But in general it would contribute to, cly,

manufacture of automobiles and certain economic growth that..

O
M I think on balance tuuld expand the use of electric energy..

At the moment, I guuas that is about all I rz. member.

.; I am sure there are other items that I have listed, but .I

don't recall them at thic mcment.. , ,

Q Now the enes you did list --

. . MR. RCSSO: Mr. C2cirman, excuce =c.
.,

It is almost 6:25. The witness has been on the
'

,,
. , ,

i. H

.- stand now for three hcurs.

,, . C'JEMAN CCUFAL: ' cw much more do you have now,J
:..

Mr. Cherry?..
,

MR. CHEP.P.Y: Pr bably 6:26. I am almost done.
l CIIAIRMAN COUFAL: Do you think you can stand ity ..
;
, - .

for a few more minutes?'

. . ,> ;
l

.

-. , - - - - *
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( ; mm7 THE WITNESS: Yes, for a few.'
>

:p \
''

CHAIRMAN COUFAL: All right.

I BY MR. CHERRY:
i

.

1

l, Q You listed three factors that you thought might
'

E

} have.a tendency to increase growth; abundance of fuels,
.

S. regulatory bc4ies take steps to make electricity cheaper,

, and a high, intence economic growth over a relatively long }

period of time..

;
.

-

A Yes, sir. . > ' ' |
.

- i

,
O Do we have, or do you foreseo over the ne:ct ten

years, an abundance of fuel?

s A No,. sir,
( ) ,' i

,

b Q Do we have, or do you foresee over the next ten

years, the regulatory agencies making electricity cheaper?

A I do foreses some bette.r climats in the ragulatory
r

area,.yas.

Q. When you say a better climate in the regulatory

area,'I am talking about regulatory agencies"doing things to,

make energy cheaper. ._

. ,

A Well, if I said cheaper, I'm sorry I said that.

Relatively ' lass i:ostly, I should say.

O Relatively less costly to the consumer?

.% Yes, than other energy sources.

. O So you think that there is a chance that
o

~

j regulatory agencies might do that?..-

1

:
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[ ] mm8 A yes.,

_,
,

. Q And do you foresee a high, intense economic growth

over the next period, several years? l

A I see a good probability of that, yes.,

- 0 If you were wrong on the last two, would you

change ycur 5.2 growth rate? ls ,

A If someone told me there is absolutely no chance-

of those things occurring, --,

Q Well, a small chance.-

- A Well, an insignificaat chance, then I trould change

my forecast.,

;; Q Now you said if you were making your encoding

: today, you would'make some changes in .it. Ycu mentioned that

ibecause of the energy crisis you would have a tendency to,

3
o

; give more impact to the future of smaller cars, right?
'

; A I think, to quote me correctly, I caid there trould
,

7 ; be an infinitesimal change.
'

|

] Q Are there any other things that you would like to )),

.; |

. . !j tell us abcut that might change if you ifere mahing your
t, 1

.-

;i.

]encodingtoday? '

:!j A Nd, sir.,,
'

:!

! Q Nothing elso.3

MR. CHERRY: Well, have a nice three months,-
, . ,

,

4
3 Mr. - what happens at the end of three months.r

x,-
.

MR. ROSSO: Do that off the record.n ,;
.

a

.n.
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'j ) ':tn9 THE WITNESS: Thank you, sir.,

Xf ..

CHAIRMAN COUFAL: Are.you through, Mr. Charry?>

,MR. CliERRY: I an finiched, yes.

E:G. IIMATICM. SY THE BOARD

'

B'l CHAIRMAN COUFAL:
-

.

Q Mr. Mosely, before I loco track of this, I am not
i

cure that I understeed what you nennt when you said, when -

~

you uero diccuscing the three factcra that ycu just diccucced-

.

with Mr. Cherry, uhat ciid you say ahcut t".e prob 2bility of

. regulatory cgencies reducing tha, prico of en2rgy?

A Uc'11 the pointo that I have in mind, fie points were

not brought out. But tha kind of reaconing that I have

in mind is that if rate increases can be allowed more prceptly --,

*

and in that1 conte:tt I am not- talking about them being larger, -

I am just talkingebaut the process working more rapidly --
.

Q You are not predicEing that the price of electrical
-

,, energy acrocs tha board it going to go down?

A, No, sir. 'I tried to mche that distinction.. .,

.

But just slou up its rice is really the ecconce of the point.s .

.,-.

Q Okay. Thank you.

I didn't underat nd the import of what you said.

CHAIRM?.N COUFAL: Co you have sema redirect,

Mr. Rocco?

b')g MR. ROSSO: Well, I don't know whether we will have
s -

1 .)
; . any. I would rather do it temorrow.

I

h'
i

.

. . _ .
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But just one- follotrap question on yours, if I might.
*

.
,

*:ROSS 0% BOARD I::A:4INATION
.

BY 2C1. ROS50: ._

_

Q Pr. Mosely, on this question with regard to

regulatory agancias and their offect on the cost of enargy,
~

are-you talking about atrictly the effect on the cost of

Olectricity, or are you tal.'Cing about the cost of other

. ecurces of energy?-

.

A Ucil, in the content that I uns spaaking, I vac

talking about the cost oftheed.ectricityrelativetothe

cost of other oncrgy.

t

O For example? .,,

(OA .

A Well, for ox:nplo anything that can help to slov |

down the risa in clac.ric poucr 1:hile oil is centinuing to go

up at a very fact rato, will then help tha growth of electric

load.

0 And will the same be true of natural gas?

A Tha ca=a will be true if they have -- let ma call.

it favorable. Mdybe I ought to call it a fail or something''

..

. -

else, but if they hava come adjudication or some processes

, that make their costs rise less than they otherwise would,
'

then it favors it.
.

.
Q Well, I guess what I an trying to get is, enactly

. (R) what you meant hare. /

g
-

_, How wculd deregulation of natural gas, for onample, |
-

:
*

.

- - - , -- - . - . - . - -
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affect. usage of electricity in your analysis?(j: O nunll .
,

! '\/ MR. CHERRY: Objhetion. *

s

.

No foundation. The uitness hasn't been asked any

'h..
questions about whether he knows ahything about regulation of

gas orderegulation, or whether he is an economist, or
.

. whatever.,

'! MR. ROSSO: He has.-been talking, sir, about tliet

'l

fact that one of the items that he looked at was ths
,.

comparative --
-

.

' CHAIRMAN COUFAL: You may ansver, Mr. Mocely.

THE WITUESS: Well, it is,my view id pricing cn
.-

gas were deregulated, then its market price would rise and
. ,

.

that would tend to increase the usage of electric energy.

MR. ROSSO: Thank you.

That is all I have. I.just wanted to clarify that.

'

MR. CHERRY: Mr. Chainaan, before we closo tonight.

I would like to gat the interrogatorios. It is now 6:30 and
*

i .
. .

: ..

I an a little. miffed that I don't have the interrogatories.
-.

j MR. RCSSO: Mr. chm e n, if you will give us a
* *

.i half a second, he w3.11 have them..

- i .

MR. CHERRY: And number two, I wculd like a copy.,

i
. .

. .

[ | of the Bickel tome with the yellow and .the handwriting on it.
. '

2 MR. RCSSO: You will have it.

. . ''
MR. R2HpROW: And.we have more documents,~if we can-'

. ;
'

.
, ,

q. Ny ; hang on, which we will give out, that have been requested, and
,. !

- ,

1 |

}
-

.t.

+ -- _ .. , _ _ _ _ , - . _ . . . , . . . - . _ ., , _ . . .
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everybody will have them over the evening, and I can respond.

v)
to Dr. Lecds' questicn that he asked mc tcdny that I promicod

*

', him an answer on, about the MPGC.

DR. LEEDS: Eow about the cases, you were going to
.

get copies?

MR. RENFROtt: Got copies of them and we vill jus:

distribute them +,o everybody when it is time.'

I think Mr. Eaccn can take this..

(Mr. Renfrov and Mr. Bacon distributing dcccmants.)*

CHAIRMAN COUFAL: Mr. Moscly, there is no goin

in your sitting thero.
''

Will you be back tomorrow?-

.-

NM MR. ROSSO: Do you want him back tomorrow? I am
,

,

not sure.

- Does the Sttff h:ve any questions of Mr. Mosely?

- MR. HOEFLZNG: No.

- DR. LEEDS: I do.

. MR. ROSSO: Do you?
,

All right, fine. He will be back tomorrow..

.
'

. MR. BREMNER: Mr. Rosso, I don't think we will

answer that. We vill vant to look at the transcript.,;
s

MR. ROSSO: Okny. He will be back anyway..

Dr. Leeds has seme questions of him.
.

j CHAIK!WT COUFAL: '? hat is pretty good, Mr. Mosely,
,,

,
' s

there is another day...

'l

!

._ ._ _ __ __ _ .___ _ _
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wil3 i THE WIT 2!ZSS: Are we on the record?

o
CHAIR'iAM COU7AL: *1cs, we are on the rccord.

'

(Uitness teuporarily e::cused.)

i MR RENFRCU: Mr. Chairman, Mr. Bacon is going to
.

pass cut the answers to the interrogatories, and I cm going

to give the parties and the Board copies of the Ransac Gas

and Electric Case. .

(Cocuments baing distributed.).

'

C H A I Fl C li C O U 2 ;.L : Uhat tima do ycu ' rent to cena

'~~~ ~

in in the morning?

MR. ROSSO: Well, not haforo 9:30, I would hopo.

(
'

9:30 would be all right with me, but before 9:30 places anrs

' awful strain.

MR. HOEFLIEG: 9:30 is the latest, I wou.'.4 think.

Possibly 9:00, if it wouldn't inconvenience anyhedy.

CHAIRMAN CCUFAL: UEll, 9:30, but wa vill run lata.

MR. ROSSO: We have been, haven't we?

CHAIDlIAN CCU7AL: Yes, and it nay got worse before.,

it gets better.
.

MR. CHSERY: Mr. Chairman, do I understand that whon

we are finished with Mr. Mosely and Mr. Bichel, that we are
;

.

going to move foruard with other witnssses, and they are I

not spread out all over the country?

.(,~) MR. ROSSO: We will have them here and Ready to go.
_,,
-

.: MR. RE!! FROW: We have a great number of witnesses.

.

|
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I mml4 : [ MR. CHERR'l: Uhcre is ycur Kceley testimony on
.

'

fuel?
,

Can I got that in advance?

MR. RENFROU: If ycu will givo me a chanco, J~ ou
,

have as!:ad me for 40 tono of pcpor, we trill give them out:.

, '! Hext, Mr. Chairman, there is a requent fcr the
4

- ' trend reports. I an having them copied and I am going to

start giving them to you as I get them.. .

1

This is i:ha July 14, '76 trend r2 port.
1(Cocumenta being handed to partias and Ecard.) ;

l
'

1CHAIR:GN COUFAL: Do you really want all this on
{
'

.

the record, Mr. Rcnfrou?'

(sL~ ;

th - MR. REMPROW: Those were rcquacts that were mde.
'

Some of these I can, ol: hors I can't -- trend reportc,
.

Mr. Chairman, I can pass cut and then put on the record inter.- ,

CHAIRMAN COUFAL: Well, go ahead, put it en. Ac

long as you arc here you might as vall.,.
,

,_
MR. PENFROU: "'his is the Cetober 13, '75 trend.

reports.
..
'

. ,

. - .
(Cocuments being handed to parties and Eoa--d.)

MR. RENFROU: This is the October 19, '76 trend..

--

report.

(recuments being handed to parties and Board.)_

m)J #11s
.

w).

'

.23

'

i
*
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''OR?E/ !!R. RENFRON: Here's the April 1976 tr'ehds.

: JGt1.

Eegin 12 (Documents , distributed.)

Mr. Chairman?

CHAIZON COUFAL: Yoa.

MR. RENFRO1: I have copies of the revissd testi-

many. - I want to be sure that I get it corrset. What I'm

going to do is to get you the page changes that will go
'

" into tha other testimony and ha very sure that we have them*

'

corrected.

This is It . Hainc' E.-felbit 14 which has been

| revised to raflect the new numbers that we've been dis-
,

cussing.
'] ,7 .

A >

,V
| (Documents distributed.),

"i And for the Roportsr's use, I will giva har thirty
%

copies of it, too. '

DR. LEEDS: That's it, just one sheet?
1

I MR. REN?RCW That's all'for Mr. Heinst. That's
*

; .
,

all the changes in his testimony. --

Next is Mr. Keeley, Section I I of his testinony.'

.

(Documents' distributed.)
'

And the Exhibit 16 that goes with Section.122.-
,

. (Documents distributed.)

Next, Mr. Chcirman, is changes to Section IV of

f)\( Mr. Keeley's testimony.
'-

-

.y)'

' (Documents distributed.)
1 .
'

s

t
!



_ . - -.

; _._..

t,

.f 3337'i

:) -
-

0 .

|i! '

3
'it 2 MR. BRENNER: The changes aren*t marked cn this,

d)
are they?

'

MR. ENFROIT: I'll tell ycu in a moment.

'' Finally. Mr. Chairman, the Exhibits.17 through 22

'
that have changed. The only non-cht.nge is Exhibit 111. We

; have not provided you a new copy of that since it has not
i

f' changed.
!:

f (Documents distributed.) '|- -

i''

I CHAIRMAN COOFAL: This is still Mr. Keeley?.

f

; y MR. REUFROi7: Yes, 'ir. These exhibits go with,

,

Section IV of his testimony.
,

| Now, if the Board wishes I can give you the page3;

'

numbers and the lines in which the changes have occurred

'
so everybody will not have to co through and find them.

I will be glad to do that if you so wish.
.

DR. L".: ED3 : Do you have them hyped or something?- '

i

- Or would it be orally?
,

[ MR. RENFRG7: It would have to be orally. I-.

:

$ have one copy which I have. There are not that many changes,;

E
-

f except for numbers.. _c

'

CHAII51AN COUFAL: .Go ahead and read it in the--

,

' transcript, why don't you, and everybody will get t. copy,- :

_ of that.

)N 22 MR. RENFROW: All right.-

s. i

;; I: Before I do that, I assume that you want to be
,

/, t-

i .

-- . . . _ __ _ _ _ _ _ . _ _ . _ _ _ _ _ . _ _ , . _ . - . --- _ . ..-- _ _,-
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.|
t3 here when I do that?

v
CHAIP14AN COU7AL: I don't want to be here when

you do that.

I MR. RENFRCW: Why don't you do that, then, after-
,

wards. Let me reply to Dr. Leeds' question of today.

The MPSC, Dr. Leeds, does not ask for contracts.'

?

O They have --- Censumers has never submitted in a hsaring pro-
; 1

i

ceeding prcprietary ccatracts to the Michigan Public Service* '

-

Commission. 1

J
l

What they do in they give them their bcok value. |
! |-

r

| There have been documents that have been given to the MPSC |

!

j under an agreemont of confidentiality whereby the MPSC cann :

Q) |1 look at them, and they will then give Consumers advance
-

.: |
notice that tihey are' going to make 1: hem public. They do

;

'

: not rely on finrNigs ice thm; they uphold the claim.
~

.

Second of all, you asked about the contracts. I

U |

-j[,willarrangetohavethefuelcontractsdownhere,'Ibelieve 1

!.

_ i- by to:nor2 cw morning. Tha only propiieta.cy claim that we may*

3,. .have is the BS5f contract. The rast of'them I will not submit
'.'a ' . , ,

; a' claim to. Wo.will just turn them over to yo,u. t-.,
-

'

.I .- DR.. LEEDS This is fuel contracts, so.I can

:: get'the core, right, all of them? |'

:v

: MR. R3N:" ROW: That's the last thing I want to
|

*O '
.

\/ :; 'aa5j 'to 3tt2.DR.
ay., v

.

1'.ca . Raked 3:ts today whether the numbers in the2: "f
'

O *. ,-

.

3 y .

,

|
- - -

'
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p?,t4 ' FES were based upon centract price 3, and I could not tell

d
V you. Tha nuabars in the FES are based on contract prices.

Theca nr-+ers will chang'e as the result of what's.

been going on in the last month at Consumers, which I told

the Board about: but I do not believe, although I would rather
.

i .

i not state this with certainty, that you could use those,,,

> n
b contracts, because I believo, because of other circumstances,

.,
'

1;

|[ Consunars is estdr.ating the cost of the first core and >

, ,

d
. ( socond core rather than using the contracts.'

i

l
'

'; I would rather have the witnesa explain to you
3.

!! himself about tho surrounding circumstances, but I'm going |
lI-

i
!i to give you the contracts, anyway.

.

T ji2- ,

h 'f DR. LEEDS: Did you misspeak? You meant ER
.,

9
...

i i

'.
rather than FES, because you prepare the ER.,,

,

:i MR. RENFRTd: Excuse me. It is the ER, yes.
.:s -.

I believe thnt answers your questions and makes, ,

. my presentation cczplots to you.

I will rend these into the record.
- ; ;

,

;[ CHAIRMAN COUFAL: All right.
.,
- ... .,,

{ We'll be adjourned until 9:30. j.

(Whereupon at 6:45 p.m. the hearing in the
,.

-..e -

.., [i above-entitica matter was recessed, to reconvene on'

n'-

| Tuesday, 8 February 1977 at 9:30 a.m.)

|
| ''

-- ,A v

. - .

t,

'

..

.,- , - -- . - - . , - - , - - - , - - - , . , _ , , - , - . , - . . , - , - - - . ,,, , , . - - , - . . . --
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l
JORPE/ M.l. RSITEROW: This is Section III, page III-3,;

;', . .

St1 !

starting the fotL th line from the bottcm. The number
i

'

142,100,000 is a na1 number.

The third line frca the bottem, the ntubar
.

11,935,000 is a new number.

The cecond lin~a frcm the betten, the number

.,
.131,900,000 in a new number.'

' ' I On page III-4, the second lina, the ntmbor |

,

'' 335,935,000 is a new number.

! The third lino, the ntaber 245,975,000 is a new
i

" number.
i

p The fourth line, the nu=bor 19,756,000 is a new

! nu=ber.
n

*
.

ie! .The ci::th lina, the nt=bor 313,100,000 is a new
. p

' number.. g
,

..,

|. The seventh line, the number 570,031,C00-is a new
!

!' number.
~

.F- .

-
~ . .

; Paragraph 3. of the previous testir.'eny has been.

1
-

! deleted. '

' '
>

. . , . .
.

I on_paga III-6, number S. chould bo~ronumbered 5.
*

*t.

[- On page III-7, old subpa cgraph (4) has been
'

'

~

deleted. Old paragrcpha 7,. and 3. have been renumbarod 6.
.

.: and 7.-
g
j' In the Es:hibit 15, under 35W Prccesa Stenns*s,

.
,

= Evaporators, in the second column, a new number 15,500 has
.

'4

,;. 6 4-
~

, - - - - . - - - - - - - - , ,- , -- n - ,,
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i t2 been included.e

. b 1

|

The same number has also been included in the

fourth column.

Under Censumer ?cuor ccmpany, Miscellanocus Wor.it
,

- Orders, in the second column, a new number has been inserted,

18,600. Tho same new number has boon incort d in column 4. !

.

Under the line Totcl Plcnt Cos', the seccad column,c

. i

the new number of 1,912,000 has'bcen inserted. In column

3, a nau nud ar 142,100 has been inserted. In column 4, a
,

d

[: new number 1,915,.000 has bacn inserted. In column S, the
F

new number 245,975 has been inserted.''
'

'

q Under Nuclear Fuel Coct, the first column, a new1
'

V/)
'

-

i- nuder has been inserted; and nau numbers have also been
!-

insertad in the re-vining four columns.
,

The line Replacencnt Pove- and/or Differential
i

j Power Cost, the numbers have been changed or added in
f

| columns 2, 3, 4 cnd 5.
:

i- In the line Total Delay C sts, new ntrabers have-

f

I'baan inserted in all five columns.{ .

..
,

I-

1; Section IV, page ITI-3, paragraph 6., the fourth
h
f,

! line from the botton, the words "present-dcy costs" have
i

[beeninsertedafter"1976." In the last line, 7 percent has

f been changed to read 7 1/4 percent.
A. j-
r .U; f Page IV-4, there is an insert for clarification

.,\ Jr
I' in paragraph 9., after the first sentence...

I

i-

o

a
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ialt 4 Exhibit 20, undar Midland to-go Capital Cost, columns
*

.

(~ v
3 and 5 have been changed.

..

'' Under Taxes, coltrans 3 and 5 have been changed.
,.

!

i Under Fuol, ntrbers in all five columns have
F

| been changed.
k
l Under Total Generation Cost, the numbers in all
ri

five columns have changed.
,

.,

b.. The Alternative cortion of that exhibit, under |
1

. 4 1

[ Nuclear Fuel Cost, the nt:mbors in all fiva columns have '

.- 1

changed; and the numbers under the line Total Generatics. Coat

L I have also changed.
.

p ', F'hibit 21, under Midland Plant, Midland to-go
,

s ~.q
'L capital Coct, the numbers in columns 3 and 5 have chatved.

_

j Ta=cs, the nunbers under column.- 3 and 5 havo
;

- changed.
4

Under Fuel, the numbers have chanced in all fivo
,

i
columns.,i

And in the Total Generation Cost, all,+ive numbers.

j have changed.
,

-

,! In the Altern '-ive, Fuel, changes have been

made to the numbers in all five columns.<-

Under the lino Nuclaar Fuel Cost, changes have

been mada in all five coltano.

/) In the line Total Generation Cost, changes have
.\ ... /

4 T been made ia all five columns.

,
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Exhibit 22, the dencninator and the numerator as,*t 5.' -

W"i,

well as the ratio numbers have changed in each instance.
|

.

Exhibit 23, the denominator and the numerator as
1

End ^ well as the ratios have changed in each instance.
.
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