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Re: NRC Docket Nc. 30-289 - T™MI-1 Restart Proceeding

- o ~Y Ll s ad e - ~ a -
3y your letter jated September =i, &7 9, to R. C. \rnold, and Mr. J. ©-
= - - e ™ 4 [ - - 3 - - -0 .rs .
cetersen's data requests sent +o C. W. Smyta on November 9, 1979, Jou
3 LI o - 2 - - s & e | -~ 3o s |
requested us o gxeep the NRC inforzed of gsignificant regulatory jevelop-
- i é A et 5 o = .
ments affecting the Urv sompanies. Accordingly, 2 enclosed mater. -
< 5 - & -
8 ::;-es} has been sent 0T £hat purpcse.
) > 2 o ~ = e : a & tnva ) 3 . c 3z 2k
Fneclosed ic a colW of tae +yanscripts for arings neid & ust < nd 29,
-~ : - — . a -~ s QAT ~ 8
1980, in 3FU Docket Nos. 80L-205 ana 307=-40CC.
.y +1 v “r s
Jery Sruly yours,
%Q,L,.VW d W‘u’\lm{ o
T b d Ser -r
Lawrence I. Sweensy J
Rate Department
s

J. Petersen

. Carroll ¢/0 enc
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NZW JERSZI DEPARTIMENT OF ENERGY
BOARD 0OF PLBLIC URILITIES

NEWASX, A=W JERSEY

In the Maitar of ths Pa2titicn of
Jarsey Central Pcwer 5 Light Com-
pany for appreval ©f aa iacrsase
in rates for electric servica

and for axencdment to the Levelized
Energy Adjustzent Clause and fac-
tor for such service,

BEPORS: STEPEEZN G. MARSEALL, E3Q.,

Aémin

AFPEARANCES:

For the Petiticner, Jersey Central
& Light Jompany, appears:

XIRSTENM, PRIEDMAN & CHIRIN,

3Y¥: JACR B. KIRSTEN, ESQ.,
DOLORES DELASAR, E5Q.,

17 Academy Street

Newark, lNew Jersey

-and-

NILLIAM F, HYLAND, BESQ., Of
JAMES B, LIBERMAY, BSQ., Of

MONDAY, AUGUST 23,
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PUC 3518-80
32U DOCXET NO.
304-285
807-483
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strative Law Judge
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and

Counsel
Couns=sl

Por the Department of the Pudblic Advocics,

Division of Rate Counsel, apprears:

ALPRED L. NARDELLI, 25Q.,
Deputy Director

RAYMOND MAXUL, ESQ.,
Deputy Public Advocats
10 Coxmerce Couxt
Newark, New Jersey
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APPEARANCEZS: (Continuad)

Por the Staff ¢ the Board of Public
Utilities, appears:

CARLA VIVIAN BELLO, I5Q.,
Deputy Attornay General

I. PAUL SLEVIN,
Supervising Rata Analyst

For the Board of Chosen Freeholders of
QOcsan County, appear:

BERR?, SUMMERILL, PISCAL, KAGAN &
PRIVETERA, ESQS.,

BY: JCEN C, SAHRADNIR, ESQ..

34 wWashington Street

Toms River, New Jersey
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JUDGE MARSFALL: Good nmorning, ladies

and gentlemen, This is a continued dearing in

r

the

H

alzar cf the Petition of Jersey Ceatral
Pewer and Light for an increase in rates for
a2 revision of their Levelized Znergy Adjustment
Clause, OAL Dccket No, PUC 3518=30 with Stephan
Marshall residing as Administrative Law Judge.

May I please have tna appearances?

MR, KIRSTZli: Jack B. Rirsten of the
firm of Xirsten, Friedman and Cherin, Attorneys
for the Petitioner, Jersey Central Power and
Light Cempany and Mr, James 3, Liberman and
William P, HEyland of Counsel,

MS, BELLO: Carla Viviﬁn Bello, Deputy.
Attorney Ganeral on behalf of th* 3oard of
Public Utilities,

MR. MARKUL: Raymond Makul, Deputy
Public Advocate for the Department of Public
Advocate,

MR. SAHRADNIX: John C, Sahradnik of
Berry, Summerill, Piscal, Ragan and Privetera,
appearing on behalf of the County of Ocean.
JUDGE MARSHALL: Thank you, ladies and

ent! amen,

oy
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JUDGE MARGHALL: (Continuing.) Are

there any nrocedural matters to cover before
We g0 to today's witnesses?
R. KIRSII'N: Ve were in the midst of
-examinatisn cf Mr, Goldstein.
JULGE MARSHALL: Off the record & moment.
(A discussion waz reld off the record,)
JUDGE MARSHALL: BEack on the record,
We will continue wita the cross-
examination of Mr, Goldstein, who has been

sworn in previously,

He LAWRENCE GOLDSTETIDN, having been
previously sworn, testifies further as follows:
CRCSS-ZXAMINATION (CONTTNUING)

BY MR, MAXUL:

Q Goed morning, Mr, Gcldstein.
“ Good zorning.
< I believe on Friday we had establi:hed that

the burned re s for oil over the recent few months have
been lower than the 3-plus-9 budgei that was prepared last

fall, I delieve,

*

Yeen lavweriaz?
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' 1 2 With reference to the 1 percent sulphur oil,
E tha Porecast waz 25,74, ™ actual experience was 25.05,

3| or 53 cents a barral caaper tnan nat the farecest is pre-
4 | qleted?

|
5 A That's corract.
6 ] Tor an avarall average on six oil, the price
7 ; of the ectual 323,37 compared to a forecast of 20,38, or
8 | 32,01 lsuer than the foracast on two 211, which is on the

next page, 3 of 3, The forecast shows a price of $33.63.

10 The actual experience was 322,15, which means that the
; 11 |  actual price experisnce was 31."7 less than the forecast
i 12 | aznount in the badget. Could ycou explain in general terms or
‘ 13 a3 Sp2cific &3 you find neceasary why the 2ctual prices came
g 14 ; in lcwer than the forecast?
: 15 : A Well, there are 8 couple of reasons, No, 1,
: 16 ; the fact that we utilized more gzas than we predicted, The
17 | gatn sizaificant reazon for the six oill cost deviation is
18 f the decrease in the purchase price over those couple of

19 monthe, and as I said the last time, these are the burned

|  cost.,
21 ; If we lock &t tre current power cost, the
22 current power cost for six oil in July is $20, The current
23 surchase 228t far 1 percent six oil is 325,50, So an a pur-
24 :nzge 23T 38343, dur 2383 hava zore thaa saugzhs s wish,
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A ™e odrices of residual oil are scft.

Q T wender if vyou can amplify as to what the
specific phencmenon in the =arketnlace, what specific cause
saused the price of the residual to be exft?

ats nil and residual fuel 2il are

|-

A Both distil
seasonal praducts, The market nrice is traditionally soft.
In the spring o the year and the summer of the year, the
sarket price firms up and increases during the fall seeson

Wwhen there is a demand for that product,
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A (Continuinz.) So,

o

You're seying that
wags ncihing

phenoxena which occurs with regz:

A I'n saying that's one factor. The

of course, is the

cil by gas. So,

it's very cyclical,

- - -~
tr.2 softnass

in the price

mcre than a norzal ssescnal cyelical pricing

arity.

other factor,

back-out 2f & 1lat of the residual fusl

that's created a surplus on the markes.

Azain, that surplus is, I btelieve, diminishing

tased on the firming up of the psrice,

Q wWith recpect to these two factors, were either

of thex predictable w. 2n

the budzet was mads in

which you forecasted theze prizes?

A A8 I indicated, we

work back ia January and &t that

tlon that there wes any asritening

started our forecasting
point there was no indica-

in the markatplace,

) Well, the two factors you citad were seasconal

changes =--
A Seascnal changes,

to-year, and alsc the back-ous,

which are typical from year-

the extent of the back-sus

by residual fuel oll by distillate -- excuse me, let me re-

phrase that,

We jag 2T

- -
caa@ alounst o1



SATONNL. N erewl

PLRLAD (O

L %]

10

11

13

14

15

16

-~ -
Goldssein-crcss 4

1]
80,

-

n2 weather last year on & decree day btasis
wag rouzhly 4 parcent l23s thaa normal. In 1977, the degree
days Wwere somathing lirxe 10 percent greater than normal.,

S0, over the course of those twd winters, we

Lie)

gsaw a fluctuaticn of something like 15 percent in degree
days, and shat had a factor of about IC perceat on fuel
usaze, in other words,

Q 3y degree days, which you're referring to, is

the local weather degree data or some sort of a national --

A Those are local weather degree days in New
Jarsey.
< But are not the oil zarkets naticnal or inter-

netional in nature, so that weather variationa strictly in
Nsw Jersey umizht not be expected to have that kind of an
affoct on the worldwide price or OPEC price?

A Not true. The east coast of the United States
and prizarily the New York harbor consune soaething like
75 percent of the residual fuel oil.

75 percent of -- what makes up a hundred per-

~

o

)
cent? 75 percent of what, not the world residual fuel oil,
A 0f the United States residual fuel 01l, and

eporoxizately 20 percent of that residual fuel oil is i=z-

-
ported.
3 el ama . - < - i m mmiyemmmes 4 =
ac ‘:\.3--_ » AnCT wWe ot edl ciem=s CUEWRILGIy -5 2
- - - ~ d = = d - =2 410" - 9 -t
:"O-ML,EZ' .—-:.{e-. sae - Vaea - - :"33-..-n-¢ UL Vi
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where the residual fuel oil 13 zade cut ia tae Sasiubean
and Europe, and the otaer tiar 15 the discillata waica is
prizarily :zade in o2 J.3..

How, bocth approuch world zarset Wricas; hows
ever, strictly the residual fual o4l i3 srimerily a zuel

that's used by uzilisies an

[
’~
ol
(%)
L
<t
'
[
L

!
' .
<
72
o
(5]
«
[N
O
&}
I8

seasonal usage, and TO N2 susant That the winter westher

was alld, this usage wus dous

)
3]
O
i

o
55
"
(3]
.

i
L2 tae

i

Tent g2s was avallsatle, uzege was

«l

down somewhat. Illow, soth sf vhese, all comzodisies, all
petroleum products, i: rezlly crude cil availability and
that's the world markes.

.9 {he seesoral variaticns in price, taking =n
weather, the severity of tne wa2iiaer apart, tecause you

- e, b | - a - - -
easonal varliations and zore

cited two compcnencs, norms .

[

gas belng avallavle than aasicipated, the noreal ss2aszonal
variaticn zhould be predictabls in zaking a forscast, in
that it's no' cecessarily the eatire zegnitude, that is,
Sunxer follows winter, that nas happened for ysars on end
I hope I'm not testifying, Mr. Kirsten -- that that i3 &

phenomena which could e craazed inzo & srogjection.

A <9 the axtent zzt 22 Xacw 125 co=e tha 2z
season, late au-zar, that pricas itars iaorInIing, shas's
T P Bl Bk ad aa . ek - ¥ af

~ an - R e G ea v - - - —— - - - - - ——— - — - —— -
known, that's & Jancsiza 32 snh2 uwinzar waasaer,

e
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A (Continuing.) Back in 1977, we hza 2 severs
winter. Demand was extremely high, set records., ‘[his sast
winter was a kind of nild winter, 23 I sald, 5 jercaent
milder than the normal, 5o, thore was lezs demand,

This summer there has been 2 big denand for
residual fuel oil. Residual fuel oil stscss are coxzing downl
Tnese are very hard to predict and they're re2lly outside
the capability of most forecagters,

Now, in terms cf price differenciala, I have
tracked from 1977 to the current period the price differan-
tials between the seasons, and »etween Deceubter and Junz of
the year prices have gone up much higaer, rather, zuch lawer
than June to Decenber,

) You stated that utilities are a prire pur-
cha-er of residual oil,

A Yes.

Q Is that true for the oll that Loes Lo %the 2w
York market? Does prime purchase to you mean 50 nercant or
more is being purchased directly or indirectly by utili:ies?‘

A I don't heve the exact rigures here, but I
would say that for certain grades of resicual fuel oil,
would say yes, that zajority 1is purchased.

(a] Do utilitiss purchase more fuel 311 in tha
sunmer Jonths or n ne winter znsas?

-3 Y o ! o - - -~ o T L TR g
A To the extent that thare 13 ssorage casabilisy
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3 - - o " - % E e -
4t itities Lry and stock up some a1l 4n the summer zonths, dut
=a3s of the oil iz purchased 2n the contracst ecd they £ry ==
=8t o4l companiss try and levelize the acount that's sold

each month 85 they can z3uge and allocate production,

2] Referring to JCA.3C, Pege 2 of 2, I'm lacking
1n the upper right-hand corner, your totel No. § o1l nsur-
chaseg, and I ses what 1 would chare
drop 4in purchases from January & February. It drcpped fro=m

105,000 barrels ¢

W

5,000 barrels, and then purchases hit a
104 in April of 13,000 darrels, and then shot back up egain,
or is projected to shoot back wp again.

I'a heving troudle with the coluan here, It
shat hack up o 147,000 darrels in July and are forecasted
s re=ain well over 100,000 barrels & =ontia.

A ™is is defore zaz adjustzents were x&de, we
did not anticisate -- what order 20 gas is, s zas that was
-ade availasle to interstate pipelines o & apply to end users,
™as order 30 zas had a2 finite 14¢%e of cne year. It was due
to end in May of 1387,

T~ +he extent that we thought 1t was ending,
to the extent that our gas compenies advised us that it was

endinz, we did not have gas In the tudzet.

e 4 4.am" b | b | . Y-
$3, that's why the resicual luel sil nuzbers
- 4 < - - 4 4
{meresezed, and tncse, as I osal3, atse se2sre a3 24justzencs
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believe as yzou celled it, naow lsng dces that extensisn run
through?

A The DO:E Just ruled it will ba elizivle ==
extended for anotner year, throuzn Hay.

G May of 13312

A 31, but that alone does not say anysning
about gas avallabliity. That just indicates that the order

30 gas can be 30ld to the interssase aarzet end intrastate

market.
Q Well, we'll talk adcut gas laser, I zueas.
A Right.
- Now, you indicate tazt asw ysu ballieve that

based on your experience thet reziduzl o1l srices nave firael
up.

What specific factors can you poians $5 tnas
lead you to that conclusion other then pe3sibly --- well,
has the price chenged?

A fes, the price has changed, The price has
changed. We can att~"-% -- thera's . very go0d correlation,
& very positive correlation.

As I sald, we go= most o7 our oil ra: the

Caribbean. To the extent that Venezuela is a very, very

b | 4 2.9 -~ . -d - - T O i ” . b ] -
large supplier of residuzl fu-l =il %5 =he UeSi, 12 we lack
& =P * - wd ad cees - - P—1 - - . - - 1
&% Venazue.lan Tioiun j:ioted zrinzz, thers 13 arn inarease ia

vhe price of o1l over zhe last two =



E | Goldsteln-cress 4ce,
1 A (Consinuing.) Cur suppliers have all lncreczed
. | orices,
3 : < with razpec: t2, I think on Friday, you refer
4; o an offlcial zrice and acw :oday you talk about in
|
54 Veaazuela aa offictal price, and you mention a posted price.
ﬁi Is that cne and the sane?
7 i A Could you repeat the gquestion?
3:! Q I3 the posted price the same price that when
i
91 you refer to on Friday a Venezuela official price?
|
10 j A There is a Venezuela official price which
i ll} Venezuela sets, There is a posted price which is the price
$
: 12 | that 13 posted by the major oll companies In “he New York
‘ : 13 hardbor which we duy from, lihat T said iz, there 13 a direct

14 relationéhip betuean the two,

BATONNE w2

15 || A3 the Venezuela price goes up, the posted

PENGAD o

16 E price 1in lew York hardbor goes up, reflecting any increase
17 | in coats,

18 ; Q Iet's gc back to JCA3, Page 2 of 2, which in-
19 | cludes your projections of oil srices on a durned rate, burned
20 cost, from September through August, and not citing any spe-
21 | cific numbers -- perhaps we shall cite sorme speclfic nuxnbers,

22 | Iet's take 2 look under the .3 percent No. 5

23 | 211, I sea the nrics is projected to esculzte every zonth

. L 3 S T N . . o 1 " ad A 2 . b1
24 Sl P AUZ'I3T yhen ysu ~=278 & JilN8L drice f soJd.ac 3 SAYZel
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A What 1s the 2xhi%it nucber, 2z21in%?

dRe FALUL: Ccould we zo orf the

4 ]
W
O
O
L |
=
-

JULGE [mASHALL: Yes,
(whersupon, we wenw off the rocord for
& 2ouent.)
JVNE Wad3dall: 3ack on the recoaors,
A are you wilh wme; the group thav has the final

August 1381 price for ,3 percent, $40.17 a barral?

3 And we're startiag as 1352, Zestemder, as
32.73?
. A That's corracs.
Q ~nd you have & very speciic prics lizsed ror

each and every wmonth in betTieen, Czuld you exsiala to =

- ——— -

oW

how you arrived at those pricss for each and every month?

C -

A I xale a foracast of the =23culasica rate,
There are tuo ways of doing it. <©ne, I can end up w
year-end price and then factor, determine the esculezion

rate Lased on that year-end pri

0
[0
e
&
s )
[N
«
>
144
o
=
P
cr
3
te
2]
6]
b
(4]
-
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wa3 an and 7oLiat a3 to where the prices will go, aand you

a=artad £roa a4 baze an? youw assumed 2 linear increase in all

“he intaervening monthsa?

A ™at's exactly right,
A lsw, in terms of estadlishing the year-end

arise, what haze are you using <o esculate from the price

far what month?

A I ugse a -- well, this budget, we used a Decenm-

ver end point, Dacember 1377 end point, However, since we

ere daaling with the official 3-plus-3 bdudget, it means we

1

"

ad three months of 2ctual plus nine mcnths of forecast,

A

3o tha three r~ontha »f a2ctual we esculated from the third

0

month which 1s April.

Q 35 then thaze are esculations from the April

'O
)
'A-
0
(v
-

A That's exactly right., We take our April price

ard we ezculate on & linear bagis from April onward.

Q To the extent that the prices in ey, June and

July did net go up, to what extent would this affect the
projection?

A well, again, I don't expect the price to g0
up fignificantly in liay, June and July, and so I do expect
the price to g5 up very siznificantly in the fall, There-
2sr3, 15 i3 a zatsier 37 calcheup. Y23, Wwe are enind lay,

June aand July, sus we do catch up in Septazser, Cctover,
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4 Zeriors wa want off the record, we were talking
2291% Sie irends Lo e purchaza srices £ar the No. 5 o)
and YWe wera talking about so.ething ebout the hlstorical
“rands, and we had some provien In ~greeing on it, but you
£22d asu, I whink whiles we were off the record, we agreed
that we "ivuld 30 svar J2i=3C, Puiza 2 of 2.

wauld you coniinue on with the point you were

razing?

A For ths LEAC.pericd, in conslderation, 1f we
talla the snepghot we ware talking about three-tenths percent
silphur., If we lsak 2t tha Seotember 1530 through Dacember

of 1930, the increase is roughly 32.49 a varrel, or roughly

w

D cents a sonth.

llow, traditicnall:

o)
0
'$
s

nistorically, the price
of thes residuzcl fuel 511 has naver zone up 50 cents a month.

S has gone up considerably more than that ser moath. In
the winter months it has gone up $1.50 to 52; s2 2 &'~ ex-
tent that we under-raccver there, we make un for 1t 1a the
Jummer meniis by allowing 50 centz ner month, and shet is
what the linear esculation does for us.

We mey come cut zhead in the summer but in the

wintertire we catch up 2nd the prics usually axceed:s sur

. & : T
‘later m2aths, 3o zean December, Januir;
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- o : - o om » s 3a .~ he N
A I 3..1 3-3‘ valln A g'.?;-..:.‘...-if Wisasl v ;:i- 3. 4
firm up and they last nrougn aviia. J2388iL52 n Moy wasy

ey cold Aoril i3, the »nrice incraagae will last right shrsuzs
there,
Q Do yod recall iat exhibit you may have o2ra-

pared that shows the &cuual burnel rate of 1a3% year as ¢one

pared to whai had been srijectced?

A he burned rate Irom LT73?
- By rate, I ocan tne unlt cdus.

A The unit cost for 137357

-

~ Tes,
A I don't recall the sxhidis.

2 CZf the record, durisng a broek, we can
traighten thati ouc,

lNlow, what sgecifically -~ you tallk asbhout a

S0 percant or more & zonsh 2sculation, Are thare any ape-
cific factors that we can lock 2t in tarze of OFEC increacsas
Or whatever thatl we caa tle tils monihly lscrsass ), or 1s

this strictly a projection baged on what hae been srserved

in prior years?

A First of all, let me correst your statemens.
It 1s a 50 cents & month incrense, rnct 50 percent increase.

Q SC cent3, 1'n sorry.

A S8, Snire {2 3 Algneclans diofacerca.

&)
[
{
()
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= course, 3n hlszoric

crude oil i3
gaid thas
deleraining where the nrice

1ilave exrliar we hal

fron

will be raised by 38 2 barrel.

Q would you sgree, MAr, Goldstein,

28%ablishi2d that 4ha2 a2

491,

companlies' outlooks,

of crude oil 13 goling. I

¢ost of 0FZC oil, and the second pro-
OFEC 211 costs are going.
~.iC pericd, Ian that cose, we use the services of
Incorpeorated, who has 2 worldwide energy model,

at of Znergy,

in<o the finel estimation of where we

these are used to assist you in

e~

13% and that y2u m2de a linear assuxptica to =2xpect a

Ir

is going to increase

over thz2 next year, then our prcduct prices

that if we

the end point as to where the srices of crude oil are

cost Will Te greatly affzcted

. - -~ - . | - - 2
-} g -0a% increase all cmesin the last =month, prices
4 - - - Y - - - - - 3 - --
rewAln 3tadie irtil A7 L88% nonta, I whether she w-hale
' b - - .- - b - . - - - =S
lacrease tates zliis at 31 ver: e2T.ly iy &l remains stable
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A 2o the incraa33s .3:8 73r7 =arly ~nd wa anders
estinate those ircriages, then w2 may cath us. f the ia-
creases come later, we ntave 2llswed a certain lissar esculae.
tion 1in our forecast end we coincida, The {ncreaseg wae are
talking about, s3sentially tha CPEC increases, ar the in-

creages that are affecting tha price 2f crude 211, ara cocme-

Because of the fact that domestisc oil is beins
decontrolled and 1% is being deccntrolled every =cath, and
by Octcber 1551 01l will be completely decontrollad in the
United States, aad that as l2n3 as thare is 2n upward pres-
sure cn the rarket, because rizht now tihere L2 abocus a 3210
differential between the osrice of domastic 2il, the averaga
price of domestic o1l and the 0O22C crude 211 prices, so thas

itself
by / <forces an upward pressure cn the xarkat, 1f C=
doesn't raise their nrice 31 detween now and th2 next year,

the price of 241 will rise.

When did this decontral -- decontralling of

&

dozestic crude 21l prices Yezin?

I believe that i3 part of the Fuel Use Act.

b=

& 1 - ) 4 - - - .

No, I take that dack, I think 1% tegan abtout a year 232,
-~ 2 - - 4 » Y ald 2 -

I'm not 00 certalna on that, I have S0 check, I thine it
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a ] ‘7e1l than, evan with that dacentrol, that

srograssive dacanersl waich you descriled, the May, June

and July pricas wvere still lower than budgetad and in fact,

3id go down on an ahsolute Dasis.

Y Yeah bu%:, ycu sse, yea're lecking again at

ata prices have not gouae uUp. Distillate

o

1

| o

s
-
-

u

tio things., Di

neroasald and that's a éiracs reflact of the

foe
"t
(¥

priczs have

{acrease in ccst of the v.S. crude oil as the deccntrol is

shased in.
pesidual fusl oil is prinarily made

out in the Caribzz2an and enat's affec~4 by world market

prices.,

Q So, the decontrol oI tho dcmestic crude will
nave2 an impact on distillate cor Mo, 2 oil prices, but net
have so much of an impact on the o, § oil prices?

A That is primarily corresct, but thera is very
littlas six oil prnduction'in ta2 United States,

Q Okay. icw, because sn2 gix oil prlces aze
a worldwide mariket, aze you assuning

in the
ion/price of worldwide

more controlled by th
that there will be a zonthly escalat

erudes which with the cost pass through model will result

in a monthly escalation in the price of resid?

A vag, la're projecting about a six === an
38 a ba-zel insrsase iz tle cost eZ czude 2il.

shat goiag to sccur on 2 =entaly basis

[
(2]
u
:
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where every monta there will be 8/12ths of a dollar or
atout 67 cents a barral cruda price increasa?

A Tha way we factor in our escalation, that's
the way tbat would cceour,

Q That's the way the model works, osut what
about tha marketplace? How will it occur?

A The marketplace could vary well react much
differantly, TFor example, they'rz talking now about an
OPZC meetinr in Septenmbter and most observers expect the
price of Saudi Arabian crude oil to ge uz $2 a barrel.

So, ﬁhat reans that if we're projecting
an 38 iacrease, wa're already se2ing in one month's tims two
of that $8 cr roughly a guarter.

Q Isi't Saudi ;*abiag 0il just one of several
QPZC oils?

A That is correct.

Q And is their oil not prasently selligg at a
lowar price as compared to many of the other OPEC oils?

A That 1s correct. 'ie buy considerably quantity
of Saudi Arablan oil and that has a bottonm price of $28 a
barrel, however, most oil economizts will indicate that that
price is significantly under the market price.

The price right ncw between OPEC oil

v aries anvwhara 2zex 23 up to 332 a barrel with premiums,
Q S0 just an liacrease in the price of Saudi oil
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by 34 a barrsl i3 not tna equivalent of tie price of OPEC
oil going up 32 a barral Decause it's only one of the
zany oils taat are a part of the overall CPEC supply?
A To the extent that Saudi Arabian oil makes up
probably 35 or 40 percent of our i=ports,it has a very sig-
aificant impact on the refiners’ acquisition costa.
A $2 increase in the cost of Saudl
crude would probably raise the refiners' acquisiticn costs
by dellar.
JUDGE MARSHALL: Excuse ma, When you
say 35 percent of cur imports, did you mean
American import3 in general or the imports of
Jersey Central?

THE WITNESS: The American imports,
We're just talking gensrically abcut the
marketplace.

JUDGE MARSHALL: Qkay.

Q I1f you source through the six oil that Jeraey
Central purchases, what ara the countries of crigin and ap-
proximately what proportions?

You menticned before a lot === you were
talking earliex about Venezualan prices,

A Qur majer supplier is Hass, Hess gets oil
from Saudi Arabia, very listle Iren 5audi Araslia, Zass

gets most of their oil frem Libya, Nigeria and they get ia
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North Slcpe oil.

All these o0ils are the to¢y premiunm
oils, top premium being tkhe highest priced »Hil,

Q Are they not tor premium because they're
character =-=-- you get a lot of what's called light products
rather than residual cil ocut of it?

A It's a mix, yeah. Nigerian oll is extremely
high priced because it does have a significant yield of
gasoline, That is the top guality oil.

Q So, it doesn't necessarily follow then that
because the price is high of that particular crude, that tha
price of the residual%é%ﬁing out of it will be higher than
if it came out o¢. inother crude oil, cr does it?

A I don't follow your questicn.

Q All right. You indicated that the price of
these oils are high or higher than average and thea in re-
sponse to my question, you did state they result in a high
yield of gasoline or otiher === possibly he2ating oil also.
Is that also correct?

A Possibly.

Q Is that possibly not the reason why these
crude oils are so high in price, that they deliver a higher

propertion of distillates rather than residual oil?

il priciag schame, this

O

A Wall, in %he wicle

historical way that prices were lerived was thera2 was a
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marker price.

A marker crude oil price is a Saudil
Arabian price for crude cil for particular grades aad every-
thing was paid to that grads.

The hicher gualisy gradas, in cther
words, the grades that were higher that offared more gaso-
line were priced higher tran that, These traditicaal re-

lationshaips have fallen by the wayside,

We now have militant or hawkish pric-
ing countries and we have what pecrle tend to say ars dov=
ish pricing ccuntries, Saudi Arabia being one of the mor2
conservative of dovish pricing countries, however, in the
end analysis Saudi Arabia has never lowerad their price.

They have always supported higher prices.

The other OPEC naticn3 are arz hawkish
have increased, Every time Saudl Arabia has increased
their price, the other OPEC nations have increased their
prices more easentially because the supply of top gquality

crudes is getting scarcer,

The crude quality slates azXe shifting

towards heavier and heavier crudes with less and less gaso=

line yields.

Q And more and more resid yialds?
A Residual yiald i3 === iI you calil

shat's not cascline, residual yiella, that
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Overall the yields are lcower,

In a refisery, if you et a vary heavy
crude, you and up with scme gasoline, scme residuval fusl
©il and a lot of coke., 7To be explicit, coka has no valuas
at all. In other words, your overall yield for a barrzel of

crude oil falls off,

JUDGE MARSHALLY CQfFf the record.

(A discussion was held off the record.)

(A recess was talen.)
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JUDGZ lARSHALL: Zack on the record,
a < Dz2lleve wWhare we left off, we were discuss-
12z @ possibla incraace in tha price of Sauvud’u Arablan crude

M s . - V.2 -~ . -~ -
and we weres tallking ebout certain crudes that are more ex-

I believe where we left off, and please correc

—r——————

=@ 1f I 2= wrong, that is, crudes that were more expensive
provided high yleld of distillate products or gasoline and
23 & result these vere nore valuadble, The question I had
agked you or was going to ask you was: wouldn't that not
seea to indicate thet the crude that nrovides a 1ot of dis-
geing, not distillate, provide a lot of

rzaidual are not as valuabls and not possibly going to go

up as fast?

A e projections we have on refiners' acquisi-

tion cost indicate tha

or

foreign crude over 21d composite

-

foreign crude landed in the United States will go up froa

33 and 30, This 1s aid-year, averaze price for 1530, 332.50/
to 337.42, To the extent that affects ell crude, scme are |

2oing T2 g0 up 2ore and scme are going to g9 up less, dut

the net effect is an upward movezent of roughly 34 a barrel.

Q There ere crude oils that yleld very hizn

gercentages of residual, %Would Venezuelan crude be sne of

1d 7ield higher percentage

'™
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2e Information. You are talk
ing about strictly crude 211, ncw?
*)
A The latess price information I have is that

Venezuzalan crude i3 comparable in price to Saudia Arabia

crude, and compared to lligerian crude is about $6 or 37

lower in cost,

Q If the push in the oil marketplace is to get
3asoline and distillate nroducts, and the Venezuelan crude
vields a very larzes percentage of residual oil, how will the
Venezuelan crude be able to keep up in terzs of the price
With the lizhter crude 0il?

A As I saild, the lighter crude oiles are becoming
harder and harder to find, The trend is toward heavier
crude oils., In other wordes, 2 1ot of the OPEC nations as
well as Venezuela ere now requiring that for every barrel
that a company lifts of light crude, they lift a couple of
barrels of heavy crude.

Q And the heavier crudes do not provide as zreat

3 A %" -~ Ny -
5 e =dhe .-.’i..c “3.

- - 1T%aw . - 4
-~ Os di3tillate procducts in particular?
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lata products in particular, so there}
|

fore 2 number o7 conpanies to develop prices for upgraded

:
neavy ends and ra gasoline and lighter products out of chat.

But, in the ceantice, there will de a lot of

say heavy ends, what you are

the bottom of the barrel, uhichl

environcentally btecause they contain very

& nccnsideradle ancunt of znetal., ‘they are

| worthlezs as & fucl unless they are upgraded, and the up=-

3 .
3 |
: | zreding costs consliderable dollars tecause of the fact they
" 12 | ‘
: | contain a lot of sulphur and zetals,
4 13 |
. : : > If an OPEC price increase does occur at some
H 14 |
: noint in 3eptecber, is this a price based on the oll that 1s
° ! ‘ -
“ 15 | !
i | loaded aboard tankers? !
. 16 i
| A ™hat would affect -- yes, that would affect |
17 |
| the price of oil that is %eing loaded on tankers, not the
18
| price of the tankers that are in transit,
19
: Q How long does it take a tanker %o get fro g
20 .
| Saudia Arabia to the refinery?
21 |
i A It s variadle in terms of whether there is anI
22 |
| 4nmediate demend for that barrel of o1l or there is not a [
| demand. f
24
[ < Sagzed 2n sregsent invensory conditicns?

. -5 ' r——
.- < i P . 4
R IRETEN I didnit hear the 3juestidn.
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protadly, and this has
with 1it, abcut a

moving froa Aruda to

1l talking adbout froz the
o4l fi:2lds : / Zave you read anywhere adbout
tankers goinz slowar than they used to in order to durn less

fuel in ? Have you heard anything about that?

{
|
i
|
I

fonw e

object, I don't know

|

*rens

sateriality of that questiocn.,

Q\-\e

.-

BATONEE w

the

the whole thing we're locking

FimLAn 0

what tize
increese exbark the burnt
which the tanker zces frono
the refinery i3 very cuch a part of
all calculatisn of lag, defore the price
crease winds up, btefore t ol at least winds

the burnt rate.
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JUDGE YARSHALL: Objection denied.

THZ UITIESS: Yes, I have read about it
and ag I said the canker speeds up or slows
down depending cn supply needs, They're
probably in 2 toaition where they're slowing
down right now but, again, for every increase
in CPEC, in the price of OPEC oil that in-
crease is the refiner acquisition cost of
foreign components, of acquisition cost and
there 13 a proposed increase in domestic
acquisition cost; so0 while you might have a
lag of foreizn o1l, you don't have that lag
in domestic 211l,

Q ‘>, Goldstein, I believe we established
earlier that decontrolling of domestic o0il could have an
inpact on Iis. 2 011 prices, dut the six oil prices being
worldwids in nature would te somewhat less affected, if

affectec av 2123 18 that correct
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RY I 3aid chat, but I 4aiak you'ra cazryiag tho

extonsicn tco far. Zverything raacts to a world markas
Prica and thers i3 axchanga of information on tha markes.

IZ tha ddastillataxice was locver ia tha
Unitad States than 4% wes overzeas, then tha barvels would
flow ovarseas.

If residual fual ofl prices were lawar

in the U.3., barrals would £lcw ovarseas,

in cother words, there 1i: an exchange,
and I doa't want you to gat the irpraasica tha: tha markat
is completely dacouplad and that thara's an American narket
and an European market,

Q Well, for the time being, all of my qunsticns.‘
Mr. Geldccein, are dirscted tcward 6 oil rather than 2 oil.

Now, tha tankers, I think you agr-ee
that the tankars are going szlower.

A Cruds oil tankers ar2? going slewer,

Q So, as a resull, doces that cn2 a menth figura
get lengthanad by any extent?

A Maybe it's a month and a half, There ara a
lot of crude oil tankers that are beingumsad as storages right
now for storage. Those are available at a mcment's notica.

Q Providing they could be amptied?

A Tes, that's trua. H3zwever, czuads =il 34cci:3

. are ccxding dewn, i that's what you're driviag at,
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Q New,with reszect %o how leng 4t takas feor this

oil to gst thscugh a3 reflinasy from the tizma ths tankary pull

| Anto the port at tha refiners' and, how leng deces it taka

11

until it's loadad ento anothar beat £2r shipmant t2 tho Haw
Tork Hazbor?

K Thers's a consap’ callad "aconom . rant.”
A barzrel of cxuda oil that gces up in prica and goes iato a
refinazry, and that rafinexy has 30 many barzals in 3torage,
thosa barzals in 3torage now baccrme the ngw and are nhow
raized in price to whatavar tha pricses has gone up to.

S0, ia other words, there's a preapt

. axchange of price. '

13 |

14

Idon't think I kaow for a fact that

- rafiners do not zegregate darrals based on this barrel has

15

16

17

18

19 |

a coat of $30 and this has a cc3t of $35. Thay'zre 211 co-
mingled and I belliave they used a pricing system whers what-
ever tha prica is in affgct that day is the price of all
their invantory, i.e., accnomic rent.

o} Ars you telling xme that thera's a0 pricing lag

. at all with raspect to refiners, that when the price of oil

that's coming in goes up, that they irmediataly reflect that

- price in all their salas?

A well, there are a lc: of cases pending baiore

(R

tha == wall, 1ot of ca2i3es that the 2CZ ars lzsckiag into

that involve that zrinciple.
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I 2ean, that i3 supposedly Lillagal, bus

I really d2a't == ycu Xasw, I rsally can't say what the
refiners do axcept that I kacw that DCC i3 lcoking vary
sericusly lato a awmber of cases that iavelve just that kind
of cencept.

c ¥ou kaov approxizatsly how zany days at the
present cruca running ractes at rafinariass -~ hew many days
inventory of cruda they night have ia storage?

MR, KIRSTEN: I hava t2 cbjesct. Ma-
teriality is a questica that the dagree of
prcbative value is 30 small as to not wvarrant
tha tiza and effcoxt invelved, and I thinkthia
i3 a perfect exa=pla of iz.

Speed of tankers, arcuat of lcadiag,
may havs scxze effectca the timing, but what
izpact it pay have ca this casze is so insig-
nificant as compared to tha ti-a lag that ws
are eaxrarieincing hers to go through these
guastions and i3 certainly a parfasct axampla
of lack of =ateriality.

MR, MAXUL: Mr. Rizsten is appareatly
anticizating the answer, I cdca't think there's

Dat
anythisg on the r:ccrd/g%sfbsa:ily savs that
ths lag is signilicant or insigaificans.

The whola area that we're going to is
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tha nethodolegy that was used to groject menth
by month iacrsases, and what we're generally
testing 13 che validity of those assumptions,
and as a seccndary thing, what we think we're
doing is of value. We're tasting Mr, Gold-
stein's qualificaticns as an expert in the
petrolium industry and what the dollar effect
Fer barrel will be for changes in Septexter,

if any. ;

JUDGE MARSHALL: Guld the Court Reporter
read back the question?

{The Court Reporter read back the
follcwing:

Question: You know approximataly how
many days at the present crude running rates
at refineries -- how many days inventory of
crude thoy might have in storage?)

I can answer that question.

MR, KIRSTEN: Just a moment, There's
an objecticn pending.

JUCCE MARSHALL: 1I'll deny it. Answer
the question, plsase,

As of May 31, 1930 thers was 377.2 millien

<ce 211 in storage at a utilizaticn rata of

arzalas 2 day going into the crude distillation
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That ccmes cut to approxinately 3C days, 27

days of surply.
Wa are ingorting arproxiataly 6., -- 5.1 millien

barzrals of cruda oil at this rats.
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2 Jdod, how oftan does QOPEC meet to raise prices
nermally?
A Thay 3ust daclded con guartarly meetings,
Q Quartarly meetinga?
A Tha firat mesting taking place in Saptazber,
2 Can vou tell me whan the last OPEC m2eting was'

that affactad

A

P

A

cruds oil prices’

Yeah, The last maasting of CPEZC -- I think ‘

5 June. I balieva June was a meeting. '

Did that result in an increase in prices?

Tas, it aid, Saudil Aradia ralsed their price

of cruda 24l by $2 a barrel. All of the other OPZC ccuntrioi

raised thair prices significantly higher and taxsd en their

pramiuns to beet.

Q

And despita all of thisz, at least with respect

tc 6 oil, in the three month period or the pericd aftar that

maeting, at leaat June and July, pricaszdd not go up. In

fact, to scme
A
Q
A

Thay declined

exteat they declined?

No. I never sald that,

Well, I'm lcoking at the --

Prices have firmad up. They have gcae up.

over, Y guess, March, April, May, and they're

firaing up now.

2

increases?

Ther? wvas 20 izmmediata upward impact ¢f thcese
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A We yaceived a distlllata ircreasa of $51.40 a

Q My questica went to 6 cil.

o Okay. § oil prices hava firmad up, 1If we use
tha minizmum Venaz:uelan rpated price, the price of 6§ oil has
gone up £rsm two menths ago by about 31.50 and ¢hat'a fer thQ
grade of 1 percant sulfur fusl oil.

Q Do tha OPEC scuntries evar sall balcow their

gnatad pricesa?

A The CPZC countries sell belcw the posted pricag?

i
Q Or the official prices. |
o Saudi Arabia, as far as I kncw, at this currant

juncticn is not selling belcow thelr prices. |

Scma of the other csuntries hava alimi- |

nated thelr premiums,

Q So that, in effsct, i3 a prica dlsccunt, 2 price
reducticn?

A Not off tha pcated price.

Q 3uz it was in ternis of narxket price?

A It was a waiver of the premium, Scrme of the

countries liks Algeria have 2 $2 premium cn top of their
$37 a barrel crude price. Those preaiums have now been

wvaived, so they'rs 3till insistirs upon their cfficial price,

. but as far as I kncw. =hay hava not offlcially lowersd thelir

gricea.



fusw e

i

23

O mAvONNE w0

PiNwan

10

11 |

13

14

15

16

17 |

19

20

21

12 |

Goléstein-cross 511

< Well, iasn't tha true markat price tha peostad
prica pluz aay promium that might ba regquired and tha net
effact of elininating that pramium we.ld raduce tha price
of 0il?

A viei ., @ queation you asked ls whether they
give a discount off the posted price, and I'm saying tiey
do not give a diascount off tha pecatad prics,

Q Okay. But you weculd agree that going beyead
that quasticn, that if the true pricz of the oil sold tha
postad price plus the prexmium, that the act of eliminating f
the promium was, in effect, a raducticn of the deckaids pric;
of the oil? |

A To the extant that they cculd not sugport the
premium, thay waived it, but they're still insisting ugon
the posted price, that's corsect.

Q I think that abcut dces it for cur cil quas-
tiona. |

Now, I think we'ra ing %o go en to |
ccal.

Now, for tha LEAC period, Mr. Coldstein,
can you provide us with the aasurptions that ycu made about
the coal market that would affect the average c¢cats for a
toca of coal during the LEAC periocd?

A I beliave I provided an ascalatica rate ci

8 percent a year for 1980 and 1981.
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-

base?

A

And tha%t i3 starting with what price a3 a

Agair, that start.d with our Decenmber price.

Your actual Cecamdar 1979 price?

Right, and that azain was upgradad in April wiéh

ocur currsnt budgat of 3 plus 2,

Q

What i3 the Dbasa orice right now for your p:o-‘

Jections that you make in April? 7T nalisve you said you

upcdatad the basa price to the one in April,

A

We use an April base nrice, yeah. The base

price in April was 2/..0.

Q

How (==e ¢%a mcst rocently experienced burned

price for ccal compars to the most recent forecast?

A

For the first 3ix months of thae year =-- wall,

lat's take it from -- yes, for tha firat six months of the

year we ares under our budget.

Q

A

By how much per teon?

Can I go off the racord and find cut what

' axhibit we're locking at?

21 |

A

through June,

JUDGE MARSHALL: OfZf the record.
(A discussion was held cff{ the racord.)
JUDGE MARSEALL: Back on,

The cost for tha six menthiotal actual was,

was 324,33,
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A (Continuing.) Zxcuse me, I have to go off
again., That 1z incorrect,
JUDGE (L RSHALL: Off the record,
(nereuson, there was an off-the-record
discussion.)
JUDGZ FARSHALL: 3Back on the record.
Me KIRSTEN: 1In order to save tize,
would it be helpful if we put that information
in as an exnhibit rather than just to read it?
I have extra copies,’
M, MAXUL: Fine., I have no objection,
JUDCGE MARSEALL: If there are no objec-
tions, this exnhibit will be wmarked JCA-6 for
ideﬁtification.
(Whereupsn, a one-page document entitled
Jersey Central Power and Light Analysis of
Ccal Burned, Actual versus Budget, was marked

JCA-6 far ldentification.)

R, XIRSTEN: Can we nave this marked

JCA=7? Actually, it is the other half of thc'
cemparison, JCA-S is the analysis of the caaﬁ
burned, and JCA, the other itea which I sug- |
zest we zarik JCA-T, is the analysis of the

ec

L

-
-~ 3 11 v -
-va& ;‘- -.oa .

JUDGE MARSHALL: 1If there is no

-
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2ction, the oSne-page eanalysis of the coal

burned shall be so marked JCA-7 for identifi-

(Wrereupcn, & one-page document en=
¢itled snalysis of Ccal Purchases was marked
JCA-7 far Idantification.)
BY (R. AKXUL:
2 r. Goldstein, the cnly place where Jersey

Central is burninz ccal i3 at the Keystone Station; is that

correct?
A ™at'!'s correct.
3 And you said that the 3 percent esculation

which I think ue established, 1s now off of an April 1930
price. Is that 8 percent esculatioﬁ, is that the prices a
yeer? In the future 1t will be 3 percent higher or the
average price durinz the life of the filings will be 8 per-

ce axperienced in April of 19807

'h

cent hizher than the pr
A It should te -- we are forecasting on & yearl

basis, so I think the latter, the 8 percent cver the life

of the period.

|

"

|

|

Q So the average price during the LEAC would bde |
esculated from, it would be 3 percent higher then the April
1380 cost?

A I Seliave that would be cerrecst,
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We See an average
the unit cost that

was 324,51, and I

Are yoau lcakinz at burned or purchasged?

. The filing on irags 2 of 15 are prices shown
as burned, and I amz comparing that to JCA-5 which shows an
actual cost in April of 1320 of $24.51 actual as burned,

I would submit that 23,11 iz much more then an 3 percent
increase compared to the April actual figure,

A I heve esculatad this on & purchase basis, and
let me Just check nmy esculation one more time.

Q I am looking at the purchase, the second page
of JCA-5 of April unit cost per ton was $22,92, which reans
the 29.37 fizure as found in the filing represents

approxizately a 25 percent increase.

Excuse me, I don't know about the 25 percent
but 1t reprasents what looks like substantially cnore than
8 percent,

S 12 percent.
3 Yes.

The second

ave a coal

!
|
|
|
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i ey have two ccntracts, Jersey Central has
) and how i3 the price determined uncder that

A There are two coal contracts., One coal con-
tract which supplies the majority of the ccal, roughly 90
sercent, 1s that coat of production plus profit esculation.
We pay all the costs of production plus profit which is
esculated.

The second coal contract 18 a market contract

where we pay tha average co2l »srice delivered to all of the
partners ian tne station, excluding minemouth plants, and

that supplies roughly 300,000 tons a year.

- g -
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|
|

< The esculation in prices which are predicted, |
iz that bazed on the zellar's profls esculating or is 1t

aricarily based on projections on the cost of the products

A We are projscting on a, I would say a price
that in-cluces profit, because the profit is esculated by

& The wholeseéle price index?
A Yes,
2 At present, let's take the actual purchase

cost of 22.32 in April, How does that 22,92 break dcwn intg
coats of prosduction 2nd the profit compcnents?

A I think the profite, I am unsure about the
exzct cmount of the profits, but I would say the profits in

April is probabdbly in the order of vl or so. I think the

profits over the whole ysar is about $1, 31.20, $1.30.

Q And the balance is the cost of the products?
A T™He balance is the cost of the products.
< So if the profit goes up by the wholesale [

price index, and even if the wholesale price index goes up

by 20 percent, that's 20 cents approximately of a dollar?

A Yes; there 1s & bonus provisicn in there but,

|
okay, I assuze ysu're correct, ;

- - - -5 % y o < -
a3 that =mean the zalance 3L your Jrojeceisdn
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A Zxactly,
] 2t increoase in the cost aof production do

A he meesure increace would be the labor
charge, labor comconants that is going to be determined by
the Uilll, United Mire Wrikers Assoclation contrect renewal
talks wrich are scheduled, The United Mine Workers contract
terainates in larch., The thinking right now 43 that cen-
tract should ve going up by about 15 percent.

0o

Q Does that mean that the wage rate will remain

gtable until larch?

A ilo; there are increzses in there,
Q Reflecting =
A uarterly adjustments, This is trhe standard

centract, There i3 a cost-of-production, energy, explosives,
Solts, nuts, relnforcing bars, anything that has to do with |
underzround zining, e P&y those costs, ¥We also ray in-
surance costs for - well, in the labor component, we have
all of the 208ts thet are a&ssoclated with the mine workers,
the entire cost pass-through, We have environzental regula-

tion pags-throughs, VWe have all the cost of production pass-

throuzghe,

!
N - -~
] Y9 ¥2u get regular communicetisn -rom, I am
N
.

- ‘o -~ - 2 - -~ -
SfeaRking wish respass %35 =his =Sntract that you get 20 per-
TaAT AP e
. - - i
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cate whers the ccal supplier thinks the eozt of production

-

< 70 vinat extent were they relied upen in your
developnent of your projections?

A > a large extent, I used what they had iandi-
cated a2 theolr incrzase in the cast of production,

2 I did a little gquickie analysis on the numbers
that were provided just now compared to the numbers that arﬂ
in the rflling, and the explanation you gave us that would
account for approximataly sl per ton as peing the profit
compenent,

N>vw, backing a dollar out of the 22,92 purchas

]

price in April would indicate a cost of production of $21.52
or aporoxlizately 522, and if we take a look at the projected

&verage price for the LEAC periocd of 23.37 as i3 found in

the flling, I an assuming a 20 percent esculation rate on
profit which will be & 20 percent wholesale price index in- i
crease, Which would bdack 31.20 out of the 29.37 figure, and
be left with a cost of production of $23,17. ’
Now, mayde for convenience, we will write the |

nunbers 4

L]

wn for you so you can look at them. I think the

k| 3 \ Y iem [ a - - 3 1y - k 3
end result of this analysis i3 =has Jou nhave asszuxed thet the
o 4 - 19 a Y e 1 4
C8T of productisn will incrssse by alzmost 30 percent and
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12 nercent esculation of the srcduction from the cost of

ive & yicld to coel prices of about

A In April I have

L

-clus-5 forecast., I have a

crice of 325,33 as a forecast price. Thet comes from the

< Are you using the actual April coal prices as
the 813 or the budgeted Aprll csal prices as the bdasis
for making further esculations? I believe we have been,
unless my ears were wrenj, we had been saying it was the
actual not April costs,
A I will have to chack on that,
JUCGE MARSHALL: 1If we are golng to
break at 12:C0, vwe will take a ten-minute
recess niw,

(¥nereugon, a reccss was taken,)
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JoDGE MARSHALL: On the record,
it There nave been previously
distributad to the narties a portion of the
dudget wnich shcus the station fuel costs fore-
These are the figures which were con-
tained in the2 budget before adjustment and
were the basis for the filing before the
various adjustments that were testified to by
the witnesses,

Just so that the record is complete,
I thought it might be apgropriate that that
document be marked &s an exhibit so that it 1L
& part of the record. I would suggest it be
zarked JCA-8, It has been previously dis-
tributed to all the partles, sir.

JUDGE ARSHALL: If there's n> objectipn,
¢t shall be so marked,

(Docunent entitled "Station Fuel Cost

' referred to above by Mr.

Forscast-Summary,’
Kirsten, is received for Identification and

marked Exhivit JCA-8.)

Prior to the break, we were asking you to

hat appears o de

'
x

- ‘ g 4 o-
duction of csal wis

ulta, and we asked you whether or nat you tase
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your esculasions from the actual price for April 1980 or
3038 Sudzated nrice which nad been estizated prior to April
1520,

A I juat want to check something out here before

I answer thet questisa.

If I use the actual larch price, which 1s the
bock price of ,;2L,99, which is in the budget, then the escus
lation i3 rougnly 13 percent for ..ue year,

Q Vr. Goldstelin, tefore your prior testiamony vie
vere told we're increcentinzg off April and that it wes 3 pex-
cent, and now it's of of March and it's 13 percent,

You gave us a price of 24,95 and that appears
%o be, I believe you just indicated, a March budgeted nuaxbdezn,

A 524,35 18 the cost of production and that
Xeystone and Canterbury cosal comes out, Now, to the extent
there nave been inventory adjustments and dollar adjustments,
the prics is 321,95, That does not appear in our budget,

We use the beook price, the price that Keystong.

end Cantersury charges us, That's the welighted average pride

of cocal, That's 324,99,

2 And that was in March of 19302

A That waa in March of 1830, Now, starting in |
April of 1530, you will see thet we, for the rest of the E
year, we have abcut 2 21 cents zer ton increase in ¢ccsl whigh

comes out t3 abcout an 3 percent annual rata from the dudzget,
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£roa the officizal tudzet, from the 3-dlus-9,

. \n 3 percant anaual rate from the bdudget?

A Rizat,

% %hich z2ans that you did not make &an escula-
ticn at all off of the actual grices but, rather, off the

budzoet prices.

és

a

sury cocal without any inventory adjustments or dollar adjusg-

enls,

i

Ihe e..d-?/f- :Aae

* All rizht,

A
the month of A

crease, 21 cen

Sc, there 1s a2 Jjuzp here between March an

It's the actusl price that's booked in the
the actuzal -- uwnat I'm saying is 1it's the
The actual estimate?

It's the actual nrice cf Keystcne and Canter-

And thet price is what?
524,26, and Lif you use that number, then it
esculaticn through the end of the year,
-year price would be 23,321,

that 1f we start

with|

Now, what I'm saying is
pril, there is only & 21 cents per month

t5 per ton per mcnth increase,

.‘g
ct
0
0
3]
w
[
(¥
&
ot

to an annual esculation of

Sleure AT ea

- - 9 T - -
1ztad me a fizur & calculateq

i, I telleve,
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Wow, in the budget, the prics of ccal in April of 1930 is

528,33,

the 21ld budgeta to come up with the new budgets?

<

A

-

e J
V)
o
g )
,-
0
W
()
]
B
-~y
L]
‘.'
7]
<t
O
o
RY
)
s )
o

well, don't forgat the

Leystone ccal,

delivered coal

what dces
c¢oal when?

hat is

So, what you have done iz, you have esculated

I don't agree with that.

=
)
o
b2 |
(19
«
O
o
¥
[
(=

the price of co2l Cecamber, 15820,

52b.g

2 with the filing which |

ver 329 on the averege dur-

avercge -- that's the
In othar words, the final

and Canterbury coal, the

’

to the station 18 $29,.,95 in our

the 23,3 run represent; that's the
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% ach dld the actual price of coal in April af |

1330 factor into the derivation of the 29,37 figure which

|
<3 %he orojected fuel ccit of Keystone for the LEAC peziod?!

A What [ an t2lling you i1s thet between dpril
and the end of the year, we had a 13 Jercent esculation.
Jow you want to know [or the whole L=ZAC geriod,, and our
esculaiion z9es Irom 24,35 to a price of 330,30 which comes
out to 2 rate of 21 percent over the entire LEAC periad,

% How, you cited a passidble waze settlement in

{arch in the order of 15 percent.

A I =213 that 1is a passidbility,

< It could be louwer?

& It c¢ould be higher, .

Q And 1t could be lower?

A I would suspect it %o de higher based cn the

UDMWA position.

“ Is thlz contract not affected by wage and

A I do not belleve so. I don't know, lLet me

Withdraw thet, There have becn settlements outside of the |

industry for 13 percent which have violated the guidelines,

I believae the rubber workers hnad a 1

La)

Jercent increase,
< S you belleve that the last “ixe that there

was a wage settlerent -- not

A aree vearsz 2
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And what happened prior to that settlement?

o~

. % - b | - - ‘s .
a3 thare a longzg strilke?

A There was a 130-day strike.
«] 20 you view th2 UlW as being in a ra>latively

strong or weal: bargaining positicn with respect to this 15
percent that you are asroja2cting?

N I think th2y are in a strong bdbargaining posi-
tion, I think historically the UlW has never had a settle-
nent Without & strixe, I belleve that thelir negotiating
position this year is even more firm with a new leader who
geemd to have the aine workers benind him, There is no
derisivenszsz which characterize the last round of negotia-
tiens, I think this ticze the issues are going to be more
in contral of the nine working force than ever bvefore, I
thinic the make-up of the bituminous workers, the bituainous
cwner:s bargaining committee 13 very strong, very militant.

We have Consclidated Ccal, which has a very
large say in the negotiaticns, and if yocu read the papers
you weuld ncw that the few wildcat strikes that we have ha
so far, that Ccnaolidated Ccal Mines have had them all, I
believe that the ground the issues are being looked upon
and wage increases are giznificantly -- wages will te cne

of the issuses,

|
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follow the statements that are issued

A well; I

and the unions and the owners and try

the aine union

part of our scenarios.
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what the present help is of the
4 strike fund?

A I telieve it ray ce fairly low, That is why

Wwe are expecting -- that 1s why zost industry people are
expecting a short-terna strigke of up»to & rieanth,

Q And wouldn't that tend to put the coal nine
owrers in a nuch stronger tvargalning positicn than they may
have been had there nct been such & long strike the last
tire arcund?

A Coal mine

cwners are suffering from under-

capacity rignﬁ now, They are not financially healthy. They

can either not take a long strike and neither the union, so

that is why I say the strike will be really short, possibly
of 2 nonth's duration,

For the raecord, I would like to say that -- |

£

I don't think there is 2 question pending.
A All right.

Q Eas there been any assumptions on your part or

be in your area of expertise in this case to dis-~
|
utilization rate at Xeystone, the BIU burn-per-

full
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Q Iwon't aakx you any guastions about taat, then,
Ncw, moving over in che area of natural gas purchasss. Tha
Company, I take it, has been purchasing guantitias ol natural
gas for usa at Sayreville and Gilbert over the last fawv zmenshs
perhaps higher than what had/%%%%lnally budgatad?

R That's correct.

Q For the projection for this Lavelizad Energy
Adjustzment Clause, what are tho assumptions with respact o
gas availability over the next four monthi, or to put it
another way, ‘n your exhibit cn oil pricas, JCA=-3, paga 2
cf 3, in the upzer part of the workshecat we see scma budgetad
figures and in the lover part of the workshest we sea alter
gas adjustmets.

I wonder what tha assumptions wera on
the upper part of the worksheat pricr to the gas adjustzent,
as to how much gas was going to bs burned.

A As I indicated, I believe I said that in certain

stations gas would not ke available aftar May. The adjustzenc --

Q Aftor May of what yeax?
A 1980,
Q And doas the uprer part of that paga prior ¢o

gas adjustment, does that reflect no additional gas avail-
ability?
A The upper part dces.

Q In actuality, there has been additicnal gas
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availability through the sumrer, i3 that nct corrsc=?
A That's corzsct.

an

H

Q And wha%t dces, what is the yrospect Io

ability to get this additicnal gquankity of gs3 into taa fall

| and September or Cctobsr, lioverber, Tacamber, through that

period?
at

A We have besan %o0ld by our supplia:a/gzé Sayzavilla
station that wa woild probebly have gas+dth an axceptien of

about 30 days during tha wintar.

Wwe have been told by our suppliers at
Gilbert station that wes would probably have gas with the
exception of 60 days duriag the winter, Gas guantily is
going to be a functicn of temporature. Wien the termperatur:
gets bslcw 30 degrees. %We hava contracta, and those cen-

tracts are ¢cn a bes: affort basis.

In other words, the best efforts of the
gas ccmpany to g2t us gas, and we have an intarruptidbla supzly.
Q Did the budget figuras ia the uprer hall <f
paga 2 of 3, I take it that did not reflect aay naw inlorma-

tion about adéitiocnal gas being availablae?
A That's correct.
Q Tha after gas edjust=ent in tha lowar part of

the page, dd that reflact the factthat some gas would e

fu

s el e
tacugat that ti23e

avalilable this wincer whera you Ja

quantities would not t2 available?
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A That's corrsct. Tha gas after adjustment,

we raflect the additicnal gquantisty of gas that would be

availabla.
Q Availabla this wintax?
A This winter.
Q I wonder 1if you night wmpars the budjatsd barvels

. of 0412 1Is it nct true that when the jas comes in that it

- displaces oil?

A To a cartaln extant, yeos,.
W9 cannot burn pure gas in our bollers

without doing significant damage, so we hava %0 use soma

| odl.
Q It may not totally disclace the oil?
A It will dizplace 3oza of it,
Q It will displaca ancther fusl which, in the

. case of Jersey Central, i3 oil?

A It would digplace scra oll.

Q I an lcoking at tha nonths of Septambar, COcicter,
November and Decembar for 2 ¢il, f3r .3 perceat § oil, for
1l percent 6 oil, and it would appear from my locking at it

that beth the purchased budget and aftercas adjustzment oil

| usage numbers are identical both bafors gas adjustrent and

after gas adjustment.
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% (Coatinuinrg.) Do you agree witn that observa-
|
tica? Am I readinz it preperly? ;
A I dza't see 1t that way,
Q All rizht.
A I seea that cur total l:. 2 211 before budget
adjustz2nt, We had 1.4 =millicn, and after gas adjustment we

have 1.9 million.
< If I aight cut you off --
JUDGE lARSHALL: Off the record.
(A discussion was held off the record.)

Lok at September 1320 for two oil, and I see

e

thera was buraed 135,000 barrels, If you look at the after-

a8 adjustments of Septerber 1330, two oil, it's 135,000

Apparent v this gas that is coaing in is not |

disnlacinz any two 9il in September.
- v

A That's correct; & very emall amount of two
oil.

< Is 3ix oil turnaed at Sayreville?

A «2 percent sulphur,

Q Looking at September 1330, I see 122,000

B TR,

barrels before the zas adjustaent; 122,000 barrels after th

- - . . -~ Q - .
gas adjustzens. If you get gas in Septecber, where do we
see & reduciizn in the 21l gsurchass in the saxze =onth?

A , -3 2y 4 o - - - -
a I se2 the recuctions towards Chne latter zarv
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Si w2 year, I see a significant re:

cjtion --

i
b

«R. KIRSIZN: Let the witness finish
his answer, pleasa,

IR, YMAKUL: VUWell, the answer is not
reasponsive.

iR, KIRSTEN: 1I'm sorry, but until we
deternine whether it's regsponsive or not, I
think we're entitlad to have an answer on the
recor i,

JUDGE MARSHALL: I think I would like
the withess to finish the answer,

A I see that for the IEAC period we budgeted 1.5
million barrels of oil, ,3 percent sulphur 51l, and with gas
adjustments we're down to roughly .73, 700,000 varrels.
hat, to ne, reflecta & back-out of o1il.

Q ‘r. Goldstein, I agree with you that the num-
bers are diffarent after December which affects the total,
but you indicated that your goal was to be getting additicnay
quantities of gas this fall end that this was reflected in

the lower portlon of the page called "After gas ad justment, "

and I'a polnting out to you that she numbers from Septenber

through December are identical, both per budget and per

srat dses not seem to bHe

consiscens with your sarlier testizony that zas will be coming
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A what we nhave essentizlly done is

and divid

ed 1t

much 383 we're

534.

p o gy
NC ey

possibly
the source of supply, and
to the form of

the question. I don't know where the question

exslain that inconsistency.
tloa we have gotten is that the total nuxmbers
are diffarent, bdut I think the witness would
agrae --

IR, KIRSTEN: I move to strike the
characterization, Lat's leave it to questions
if we will, lir, Malkul,

JUDGE :WARSHALL: An obJjection h2~ " =zoxn
made to the form of the gquestion.

MR, MAKUL: Well, I think to save tixme,
why don't we let the witness try to respond.

MR, XIRSTEN: T™hank ycu.
taken the available
through the period. Ve have been told
going to have, 7 million XMCF, and Wwe have

lle, That's the way

ot
[ 47]
[
b
"
o
&

- - i ad )
e ."e“" -

for 20 or 50 days |

|
The only explana- |

!

!
%
|

|
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. %
4ould

< Dida‘'t you

a et nscessarily

N
(%)
wn

the aft

The net effect

say youa divided it equally?

equally,

requisite amsunt of oil by the 7 =illicn cubic feet that

tha2y have offered us, or

You didn't

&

' t 3 <
December, inclusive. 1Is
the

and thereafsar we bdacked

Q any did you
through Cecember period?
A Let me Just

Part of the

outage in Unlt No. 4 in September through November,

lieve the entire Unit No.

thereabouts.,
back any cut from September to
that correct?

way the adjustments look over here,
it all asut,

vie backed out a signi-

not ck any cut in the September
check my notes.

reascn 15 that we're heving an

I be-

4 is down.

aonth you weuld

We've backed out the

{
|
|
|
|

alfter-gas adjustzents
|
i
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. Unit No, 4 at Sayreville?
i Yeeah,
-] well, doesn't Jarsey Cantral burn the cheapest

fuel it caa, whenever it can?

] Well, 1f zas L2 availeble in September and one
particular sgection of & generating station is ocut of service

I

I take 1t that the cll is mcre expensive than the gas; isn't

it?
A I would say yesz,
o] Winy wouldn't we see the impact of an outage

or a partlal cutage of a ganzarating station show up in a
reduction in the 911 burned racther thag -- wa haven't seen
that effect, at least I don't see it, and correct me if I'a
wrong.

A I think i we're golng to bick out more ex-
penslve fuels, and we have alreacdy offered to you the opinion
that the price of cil 1s zgolng to increase in the future,
then ycu would Ze wiser to back cut the o0il as it increases
rather than now.

The price now is low; the price in the future

[ 99
]
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A I think 1t's perranently lost, I don't be-

- & .
lieve {t's available 0 be ra2covered,

O

Well, if it's permanently lost, that means
there's no 20int in == or maybe you could expand on this as
to wny it might T2 worthwhile to burn 21l earlier and dack
i¢ out later when the price i3z still hizgher.

A Well, I would sugzest that the price of oil
is increazing, The avellabdbility of gas, depending upon the
Wwinter, may bDe more plentiful in the spring.

@ Mr. Goldstein, in September of 1380, which
Wwill be mora expensive, gas or .3 percent sulphur fuel?

A «3 percent sulphur oil,

< and if, therefore, if there .s no need to --
if a pnortisn of the generating station is down dbut the over-
2ll requirements for fuel in that generating station ere re-
cuced, would it not be logical then, may I ask, to back the
0il out rather than the gas in that montn, given your pre-
vious Testimony that if you do not takes the gas in the fall
pariod, that it's permanently lost to the Company?

A I would bdelieve it would be more logical, I'd
like to 2o over a recnrd and check sorme information,

Q You 2aid ycu believe it would be more logical
to do something. To 4o what?

A Lndar tha scensris ¢

would bellsve that it would bYe zore logicel to dack cut the
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oil.

o

tic scenario as ycu understand it?

A Realiatic if we get the gas,
Q well, you believe you will get the gas?
A iy own personel veliefs are not what the gas

comp&ny ascrides to all the tiuze,

Q Well, the gas company has told you that the gajs

would be availabla throughout the winter except, I belleve,
from New Jersey na:urai, ycu said, for 20 days, which you
testified i3 the ccldest days, and they don't occur in Sept-
enber, the coldest days, do they?

A No, dut we 4on't have, as I say, a fixed con-

tract for zas with MNew Jersey natural., 1It's on a best efforts

besis, They have indiceted to us that they will supply us

with the gas when it is available,

MR, KIRSTEN: lay I sugzest that we take

a recess for lunch? I think the collogquy de-
tween Counsel and the witness 1s not getting
anyplace.

The witness has indicated that he would

ike to have an coppertunity to check with his

back-up people asz an explanation for the g
tion thas lir. Magul srizinally sroposed, &nd

[ ad

that is the lack of the

as adjustzent --

“, ind the scenario. I'm proposing, is the realis-

|
1
{

ues=|

s ———
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apparsat lack of the zas adjustcent during a
certain period in the fizures,

I think that informaticn can be pro-

vided for him directly without going through |

AR, VALUL: £ I may say something,

. . . |
Judge arshall, I disagree with Mr., Kirsten.

I think rather than getting ncwhere, we're
Z3tting cuite far,

JUDGE IARSHALL: Without making any
r2ling upon any ccanents rezarding the merits
of the colloquy, I will note that one of the
parties asked re Lif we could dbreak at 12:090
9'clock for lunch and it's now 12:00., So,
we'll break for lunch,

OfL the reccrd.

(A discussion was held off the record,)

JUDGE MARSHALL: We'll meet back here
at 1:30,

(A lunchecn recess was taken.)

|
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JTDGE MARSEALL: We arz re=ady ¢9 go en
the record ncw., Mr. Xirstan, would ycu likas
to introduce vour wisnsss,

MR, KIRITEN: M>x, Pinfrock.

IVAN R FINPROCK, J3, swvern on bshalf of the

Patitioner, tesstifies as follcows:

DIRECT EXAMINATION
BY MR, KIXSTEN:

G Mx, Fiafrock, will you plsasza give us your
position with tho GPU Systexm and Jersay Cantral Power & Light
Company, in particular, in a briof resuma of yocur background?

A I an a Vico Prasldant of Jarsey Central Pcwer &
Light., My exact titlais Vice President-Genaratica.

Curzrently I am respcnsible for the
operatica and maintenanca of all the Company's generating
facilities.

In additica, I curreatly oversas the
activitias ¢f our EZnvironmental Affairs Department., I am

a necber of the 3card of Dirsctors of the Company. I have

 been enployed by cne of the Operating Corpanias in the GPU

System for the last 23 ysars.
Essentially all of =y experience has

Sean in the area of dasign, constructien, start-up, tastiag

ar?! predominantly tlia cperation of our nuclaar facilisy at
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Oyatar Creoak.
Q dcw, ia thasa proce=éinga there has b2en a

rafarenca o a scheduled outagse at COyster Croex in the 2all
of 1330, I »aliave, commeacing in October. Are you faxiliacz
with that schedulad cutage?

A Y23, I am.
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Q Would you %tell us the reasons for that schedulud
cutaga?
A All right, As a result of the accident at
Thrae Mila Island, the Nuclear Regulatory Cemmissicon eventually
published a documant which is known as New leg 05073, which
get forth the taings that neaded to b# Jone which we genmarally
charactarize 33 T!I lesscns learned.
Those itexms wers put into two categories
Ey SRC, The cne group was kncwn as Catagory A, the sacond
group as Catagory B.
The Catagory A items were raguirad to
b3 cemplated by January 1, 1930, and the Category B itenms '
curramtly are perceived to be completad by January 1. 1981,
When the cusrantly schedulad outage in
the fall of this year was establighad, it was dons with the
Farcepticn that we would be able to be prepared to complats
the catagery B itams at that time,
Subsequent davalcrzents have told us
bacause of a lot meore enginearing work than we had anticipated,

in some areas, the criteria was not fully d2fined and we're

now finding in some areas also that it's going to be diffi-

' cult to obtain all of the equipment that needs tc be precured

in order %o meet all of the Catagory B concerms, however, we
new thea find curgelves in a 3osition wherady wse will be

asking the Nuclear Regulatcry Commissicn for sczme rellef
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from the January 1, 1531 data, and I sizect -- and this is
o ¢ewn judoment now == that we will De sguccesaiul in cbtalining
some reliaf, but caztainly nct all of it,

In othear words, I beliave that the
Nuclaar Ragulatcry Commission weuld require u3 to do all of

those things that we 2an do prior to January 1, 1981 and {2

| not, shortly thersaftar as we can.

I think the asituaticn would b3 one in

~ which we have to do what we can do and will bs reoguired to

- clearly camonstrate scme kind of a hardahip why we caa't do

it any socner.

So, it would becur plan to cbtain scre

partial defarrment of Catagory B itexms untll perhaps, in the

' early part of next year, but in my judgment, 4if the NRC

continues with the policy that they did for the Catagory A

iters, within the next six ronths it willln necessarzy to

" have one, if not parchzps two, shutdewns to perform as much

- of that work as we can do.

Q when you say cne or perhaps two shutdcwns, is
this a changa in what had been indicated previously to the
parties, tiat the Octcber scheduled outage was to be post-
poned until sometime in 1981.

A Yes. ¢hink so, ves.

Q All right. Mr, Pinfrocck, is %here scme re-

striction abcut shutting dewn Oyster Creek during the winter?
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A Zas, thara i13. %4ve have with the Faedaral Covern-

ment, and this i3 the Fedaral Cepartrment of Znvironmaatal
Protaction, what i3 known as an IPDZS permit, whkich has a
conditicn in it that does nct parzmit us ¢o plan a scheculed
outagse betwaen the lst of Cacenbar and the l3t of March,

That ccmes about LSacause of tha cold
weather and tha cold watar and the poteatial for causing
some f£izh motalities frcm shuttingdwn in the wintaz.

So, what we do has to ba sandwiched
batween that, if ycu will, unleas, of coursse, ané I'm not
an attorney, but if we were ordered by sczecne/%%aihu: down

ia those winter menths, then I guass wa'd 4o that,

Q You did shut dowzn in Januvary of 19807

A That's right.,

") How did you manage that, in light of thoas
rastrictiona?

A Okay. At that time we had an order from the

Nuclear Regulatory Cormmissicn to ccmplete the Category A
items by January 1, Wa got a lititle relisf from that ordsr

which cnly extencaed to January the 5th, and we shut dcown.
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the IIRC reguirerents took

2 Anc 5 7our %2stizdny that if the NRC re-
quires 2 shutdown : {tams in the winter of 13%0-
31, that it wsuld ffect those restricticons in the sam4
wey?

Yasz, it would,

Ag of thls point in tize, sir, what is your
best estimate of the effects of these requirements on
planned outages for Cyster Creek froz ncow through, say, of
August of 1227

A I guess that dspends & bit on whether we will
need to have one or tio, and we ds not kncw that at this
point in tize because we do not kow the extant of the re-
liaf from the January 1 date. I would think that like most |
anything the longer cne could d2lay it, the more one can get

accomplished, Hcowever, there are things that we do per-

ceive that we can accomplish later this year and I 40 be-
lieve in zy Judzment wculd be required to do them because
we will not be adle to demonstrate that we're not ready to
do then.
t may well
W2eK3 or 3o # : the first

plece and ancthier shirce Weexs
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) D2 ycu recall testifying last year, or was it

tals year, anrway, Gt gome previous date, in respect to the
canacity of Oystar Creek?

A Yas,

Q At that tire you refer to the history of
Qyster Cresx, Ccould ysu sunamarize Jjust briefly your view
as to the z3¢inated capacity raze of QOyster Creek based on
that history?

A Wnat we have been doing in the last several
y2ars in making net gene-aticn estixzates for the output of
the plant is to, first of all, determine how long scheduled
outages or an sutege weuld be normally in the course of a
year, and then we have aszusad that for all the rest of the
tine whan we perceive the plant to be running, that the

as3acity factop will bve 85 percent, We have done that
strictly besed on past nerformances of the station, That
takes into 2ccount fluctuations in the output of the plant
that are densndent upon the cir.ualating water teaperature.
It takes into sccount the reduction in lcad
on the weaikend to change the control blade and the reactor
around so we can mcre efficiently burn fuel, and 1t takes
into account the times that the plant is eimply forced out

of service for sevaral days for whatever zechanical dif-

< Has this recent »>ralonged outage of Cyster
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al difficulties withi?
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Wnen I add that to the ons that nave Tteen learned from
ree (ile Island, ond when I also add to that the fact that
Oyster Creex i3 one of ten or eleven nlants which the MNRC
hag involved in its systematic evaluation program, those
ten or eleven plants 2re the older plants, and I put all
those things together, 1t would ve ay Jjudgment that over
the conlng yeers it would e necessary to have longer out-
ages than we hava previously had up until this year,

In 3 perform the modification work that

I belisve we would want to 4o and I think would also be

»ings have happened
|

|

in the lazt 15 y22rs in terms of design criteria which guids
i

the bulldiang of nuclear plante and Oyster Creek,

Although 1t can cperate for ten years, it was |

designed perhaps 15 years ago, end I think we would need to

back fit : - t I have oftentia said would

be everything %i bacx fitable,
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Q What has been tha axperianca in generaticn

for Oyster Creex, say, for the moath of August, sinca it i3

| back in szervice?

A It has nct hean 35 rercent. t has been more
like 60 percent for the menth of August, We got a briaf shut-
dewn. e had to go throcugh a lot of new startup tasting pro-
cadurvs.

A3 an example of the escalated ragulatery
concern arsa,wvhen the pecple at Broewn's Zerry plant and TVA
systam had difficultios with their ccntrol rods, all of thenm
going into the reactor that is spread acress the wholo
nuclear business, garticularly tha boiling water rsactor
segrent of it, like we have at Cystar Cr2ek, we wers raquirad
to them perform a lot of differant testing to demcnstrate our
control rods ware working pregerly. That is an exampls of
the kinds of thiags that tha track from that pravious 85
percent capacity factoer.

MR, XIRSTEN: Thank you, sir,

The witneass is available for cross

examination.

JUDGE MARSHALL: D¢ the parties wish

to have a few minutes to revisw their notes?
MR, MAXUL: I think we are ready to

go.
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CRCSS ZRNAINATION
37 MR, MAXUL:

Q Mr, Fiafrock, you refarred to a pessibility
that bacause all of the engineering i3 not complete or not
fully devalioped that tharas may be scrme equipment which may
be unavailabls, that it would not e paysically pessible ¢o
do all of the Catagory 3, T lesson l2arned modification,
in Cectoder, i3 that correct?

A That's cozract.

Q And cna of the altermats possibilities you
outlinad was that ycu might hava to take a shutdown in
October ¢to do whatavar you are prepared to ¢o and then take
another cua at a futura dats to ccmplets the remainder of
the lsason learmed? -

A Yes, that is a possibility.

Q “hen would that seccnd shutdown occur undar
that scenario?

A I think that that second shutdewn, should we
be abla to gat into the mcde wherabywe have to shut down,
because I think it is very clear ncw we will not be able
to complets everything in Octcber, the second one would be
detsrmired by the availability of the equipment, the con-

pleticn of the angineering.
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A If we ar2 ables to cbtain tha kind of raliaf tha=

I've bean addreazing, it cculd ba that tha acxt ozdar 4hat we

| get frc= the liuclear Regulatory Cormission will raguire that

everything be dene by the lat of Januvary or shut down.,
We would 1lika to awvoid that. That czz-
tainly i3 not in tha best intereat ¢f aaysody.
Q But with reaspect to the two shutdcwns to complata
the lassgsons learnad, barring the IRC ordering you to shut dcwﬁ
complaetaly, L1f you were to hava an outage in cctober to completa

whatevar could be ccmpleted in Cctober, when in your estimaticn

' would the sacond shutdeown occur to ccmplata thoe remaindar of

13

14

15

16 what xind of an orier or direction that:e get froem the Nuclaarx

17

itonms that ara cn the!aw Rag 0378 1lizt?
A Basad on what wa percaive today, I taink the

outage, if requirad in Octckar, wculd ba maybs throse or four

. weeks. Whan wa hava the nsxt cne would then depend upea

REgulatory Cosmission which I do nct kncw at this time, but

if we're going ¢t2 do it in pieces, I think we could safaly

' say anothar 3 or 4 weeks in the.early part of the year,

Q So the end result of deing it in two staps

. would be 3 or 4 weeks to ccxplets stap 1 and another 3 or 4

weeks to complats stap 2?
A That's right.

; o o : . —
Q I3 Lt 20t the origizal 23tinats that cempletin

everything in cne shutdown would take five weeks?
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Q So, the rsault of tha two shutdown roule weuld

‘be a total cutage of six weaks to aight wa2aka?

A It cculd wall be, keaepiag in mind that there i3

raady

'a lot of head end work in simply shutting down and getting/to

;work and onca you have tha werk, tzara2's tallend work to get
| it zeady to start again.

I1# vou have to do that tvice, then you
;havo two times the tail end and the head end work to do and

that's why two ccras out longer than cne.

Q when is Cystar Cresek schedulad to have its

2 | mixed outage for refueling?

A Ckay., We had, I beliave, the last official
+ima was in Cctober of 13381, Ve ars now getting ready to
| change *hat, if you will, sc shat tha*t cutage for refueling
' will bagin shortly aftar Thanksgivingl3sl, clese to tha first
| of December =-- how adbout Nevember tha 30%th,

Q 1 see. That particular outage, i3 that the
time in which thars's going tc be an amcunt of work dene on
tha sparger in the emergency coi2 cooling systex which had
the crack prcblams?

A Yes.

JUDGE MARSHALL:t I'm sorzy, bow do you

ell that?

0

MR, MAZUL: I think it's sep-a-r-g-e-I.
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T2 WITNESS: 'That's zorrack,
JUDCE MARSHALL: CRay, thank veou,
Q A3 a ra2oul: of having %40 do those rapalizs in

addision %o a normal rofualing, would that cuzage e axpactad’

A Are you asking me do I expect it to be lengthy?
Q wz1ll, how leng, azoroximataly?
A WE21ll, we have not ccemplatad all cf tha scheduling

. and eritical path plan and manpower lavels that's inwvolved in

| planning such a major outage.

I would think that the minimunm will be

3 months,

Q I sae, Tha NRC brckecdwn the TMI lasscns
lesarnad work into Catagery A and Catagory B. What is the
digtinction between Catazory & and Catagery 37

What was tha NRC's philcszophy in putiing
work itams in two different catagorias?

A Lat me try to simplify that a3 much as I can.
The itema that were in Category A were the items that the NRC

perceived could be achieved in a very short timelraze, liks

| by the end of last year.

The Category 3 items are generally those

that, if you will, taka —ore work, takorore engineering,

- * ‘
s somple<a and, tharalcrse,

nere dasign, are —oras difficuls

in scme reccogniticn of acticality, a lenger pericd of tizas

o
't
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vas3 perzitted for these.

Q Mewr, did Jersay Cenitral zczplats all of tha
Catagory A i%ams by the January 1, 1330 daadlina?

A He. A3 I pravicusly testifiad, wa didn't star:
many of them until Januarzy the 5th, but they were all com-
platad before wa restarted %he plant,

Let me clarify that ==

Q I think I undarstand what you mean,
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A The ordar was to have the itams completed by
Januazy 1 or, in our cazs, Januarzy 5 was allowed, or shut dcwn
the plant and corplesa then,

So, we wara in the latter part of the
case.

2 Do you kaow of any cther licensees, plant
licensess, who had to ccaform tc Catagory A and whether they
all cermplatsd the work by ths January 1, 1520 deadline?

A I think that we all gct tha saza ordor. 1I'zm
not perscnally awara of whather everybody got everything dena,
'kers may hava baea extanuating circumstances of cn2 kind or
cthar for somabody else, but I'm not awase of that,

Q So, ycu'rs unawars a3 toc whathar, first of
all, whather anybody was unabls to meat that Jdeadline and
i£ thay, indeed, wer2 unable to meet it, what happened cn
the NRC front. You havea no knowledge of.that in that ars2a?

A Nothing specific.

Q Okay. Do you kncw tha raasen why you wera
unabla to complate tha work prior to January 5, 1920 on
the Category A items?

A Soza of the Category A items involve procedural

-la

changes which weras coxpletaly prior to January 1. Other
cnes involve mechanical system or electrical systen changes
that coulld nct te dcnshile the plant was running.

-

Q Ia cther words, %o have cocpleted those Catacory
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A itams prior %o Januvary list would have raguirad takiag thas

piant ocut of servica tc ccmplata them all?

A That'as cozzracet.
Q Assuning thae NRC allcwadypu £0 ¢o s0, I realize

f that's a big aasumpticn, would the Category B itens be c om-

platable ia the tineframe of the next Oystar Creek rafueling

| which I beliave ycu said weculd start around December of 13317

A Yeah. Should tha NRC permit that, I think it

| was my testirony, howsvar, in my judgment, that will not be

pesrmittad.

Q W21ll, you statad in your direct tesiimoay that

terms of not meating tho schedule.

What kind of hardship are you referring
to a3 a possible rasascn for raguesting the NRC to be mora
lenient with regard ¢to this dsadline?

A I think it weculd be nzcassary to dsmenstrate
to the NRC, in ordar to cbtain delays, that it is impossible
for us to obtain the materials such as new valves that will
be required to make some of the Catagory3 items in the tize-
frane set forth for the Januaxy 1, 1931 date.

It will also be necessary to dexcnstrate
that we have been forthrigat and effieient ia cur engineerinc

endeavors and cur spgecificatisa endsavors and procuratment

o

andsavors to try to get i%, but Lf it's not availadble ia the
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country and you have to wait for somecne to maka it, that's

it. That's the hardship that I was referring to.

Q It does not refar to any kind of financial
hardship?

A No, sir.

Q Now, Mr, Rirsten asiied you about the plant

capacity factor in Auguat, and I believe you respendad that
it was in the 60 percent range, but didn't that August period --
can't that be viewed as a scmewhat atypical period in that
the plant was returning frem an extended outage, and that you
had to go through tha Brown's Farry ralated control rod tasta?
A WE1ll, I think what you're addressing is tha casa -
hers wheraby our assurption cf 85 percent is too high,
Q No. The question I'Q asking i3 whethar or 2ot
the factors that led to 60 parcent were somewhat atypical
in that August represented month where the plant was being
returned to service, and it's my understanding ic's not like
a licht switch, that you juat turn it on or off, ycu hava to
ease it into servicae.
A That's corTact.
Q And also, it was necaessary to do these tasts
to make sure that the centrol rods would go ia and out

pursuant to the Brown's Perry incidant?

A Ckay, bustizplicit in %le Auguat 60 percent
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32varal davs.

Q And what causad that trip ocut of zarvica?

A Ch, ge2, my mind i3 blank for the moment. s

Dad at that ting scme difficultias wish tha cenvanticnal
sacondary part of the plant in the turdine systam and in the
ccadansatae syatan in which the autcmatic control 3ysten
precipitatad a series of evants which in sum tripped ths
raactor, which raquired r2adjustizant of a lot of the
sacendary syataaz controls.

Q Could that trip-ocut in any way have baeen viewad
by the fact that that incidant occurred, the fact that tha
plant had just returned from service froz a lengthy cutage
a3 contributing ia any way --

A Wo., I boiiove the root causa of tha problanm,
as I racall i+, was a ralay fallura, which could happen most
anytize, whether tha plant is returning from an cutage cr
whether it's running as it is tcday.

That's part of the considerations that
ara in the 85 parcent number that we received.

These thin¢s do, indeed, occur from tinme

Q But the fact that the capacity factor was in
the 60 percent range frca that menth, it was very definitely

tack

.l.

o

centributed %o by the fact that the ctlant was retamm

-
-

frca an outage and was being, s2all we say, cranked Sack ints
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service, and alzo the fact that it was necassazy %o 4o a
5rcwn's Ferry type tast?

A We had alrsady dena the 3rown's Fazry tyre
tasgtiang prior to tha month of August. Tha requirsceants today
now are that when tha plant trips off tha line, vou do a
largs part of the Brocwn's Perry m=quired testing every time

befors you rastart.
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A (Csntinuing,) 35 I believe that is consistent

4 et o - P - ®|
With my teatiicny thet I still think the 55 percent is too

nizh, and 1t =2y well turn cut % D2 3horter or smaller in t

water lemperature llzitations, Could you explain core fully

o -

what thoze are?
! A e net cutput of the electricity from that
plant depends on the tarperature of the circulating water

10
that cools the main condenszer for tha turbine,

. 1n

» N = |
: | e If I may interrupt for a second, is this watern
- 12

: that is takzen froz the day?

p 13 i
. . | iy Yes, 1t 1s, 1If the water taken out of the bday
: 14 . |
: i 17, let we just use & genarel taorm, very warm, its ability |
: 15 | |
: ! Shen to c20l the condens2r is 3omewhat decreased., The Steam
s |
. |

16

|
|
|
|
“ fou zentioned scmething about circulating !
|
i going throuzgh tha turbdine and ints the condencer just doesn'? ‘
\
| @et condensed 00 fast whan the water is very warm, That
18 | |
| establishes a conditicn that enygiaesrs call back pressure

19

|
or higher “ack p»ressure on the zachine and, therefore, it
20 | |
| just doesn't =ake a3 much elactricity.
21

|
i When the circulating water coming into the
il

der it 13 in <he winter, then that

-
wde ¥ §
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snt of any generasing statian,

b It 43 now lats Augu
ture, tha water in the %ay, at 3r
this tine?

A I did not have wize

ture was very nigh, Ia fact, the

oelieve, as nizh a3 abdbout OO dezrses and normally there hes

been a 20-dezrezs increase in texzperature &s that water goes

thrcugh the condenzar,

[

Thera is &

b

ay
able texperature of the cutlat was

for a wnile ‘n July we were forced

olute uppar lizit on the allcows

551,

ot
'.A
n
W

common phenome

|
t; i3 the ambient texperas

close to the maximuz at

this corningz to look.

Wweather, the bay tempera-

i

-
3

A

w

t temperature got, I

-

er of 105 degrees, and

to operate at a reduced

capecity sc¢ that we would not viclate the absolute tempera-

ture of tl.e discharzed water,

Do you knew what the

s

temperature was, say,

within the lazt week of water zoing into the Cyster Creek

s
station?

- 5o, I'a not certain.

4 1 - - -

in July, *hat at les

a 4 - S T aAam = smmgwas svem o d - -l o
- Vamisrny HNeeS- B e R i
. 4~ -Ar B B o= - o4 - res - aem
shich causes yau s2 derste szer

Somexhere hetween 75 %o |

te lower npow than it was

] 2
t $ix moaths this circu-

) . 9
e 2 3ridaen

~ . b3
Cresik in eny way?
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A3 tae weather stays the way it 1ia, .
o Y51 ~antisna2d gomething about, as another ex- |

- |
anple, 23 %o tne reazon wny & nlant cannot ogerate that flat
|

- -

out 21l the tive, som2tning abcout & control blade adjult:ent%
and you mention that this adjustrment 13 w2de on the weeken .:
Why is it made 2n the weekand?

A we usually do it zn the weekends when the
system load is lower trhan londey morning, for example, and
we recduces the plant osutput to 50 to 70 percent =0 that the
nuclear enzinesrs have & lot of rmargin in the power distri-
buticn pattern within the reaciar core 8o they could put in

plades, teke scm2 blades out and get the power distributicn

adjusted to what 1t needs ©o De 30 we can officially burn

the core and the power is raised 2gain to the full capacity.
Q ould ic be 2 falr statement that the reason
why this pilanned reduction in sutput occurs cn weekends 1is

that the reslacement power cost is lawer on a weekend than

Ve

-~

the average raplacement power ccosts, if 1t were to de done

randomly &t sozme point in the week?

A I 23 not an expert on replacexent power costs,|

Q You éid say it was decause the systen locad 133

|

lower? i
A ™a systen load is lower, so I think what you'

5 - < - .
ith ressect ¢ ke addicisnal work that zizns
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nava S0 Te dons btactuse Jylster Cr2ek is tecoming an slder
2laat, whica I teliave you indiqat the NRC for varicus
reagsne are lodiking at 2ore clsosely, how would that fact
impact on the plant cazacifty factor? YWould the planned out<
ages tend L0 De longer or would there e more than planned
sutages? Zxectly how dces that work to reduce the capacity
factor of the nlant?

A In my Jjudgzent, ovar the next several years
the pla.ned outages will bts longer in corder to accomplish
the vwork Shat we will need to do as compared to the five or
Six-vw22k outagss thnat ve normally hase had over the last
nine or ten yeares,

) It willi nct result 1n an overall rerating of

A I don't anticipata that 1t will,
Q Cther than the lesscn learned outage which
we talked about earlier, there are no planned outages de-

tween now and August of next year; is that correct?

A That's correct.
) The 35 percent fizure that you quoted, does

that take to account clanned outages?

A s, sir,

&
-t

¢t does take into account, shall we say, a

S SIS R S T
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l W2ulda's %h2 plant also crperate at its capacity
|

|

factor Lf we exclude the effectis of those forced sutages and

2lanned ocutages but cnly for things such as the weekend

.»l
17

eontrol blacde work, for exacp

A Let me preface oy conzents, I find myself in

an unlortunate wéy. I live in the real world and when noe
taing gces wrong, when there 1s ndo forced ocutages, when
there 1z no nead =¢c reducz povwer for one reason or another,
then the plant runs at 100 percent, but that simply 18 not
the vorld that we are living in.
JUDGE !NARSHALL: Ve will take a ten-
ainu%ta recess anc be vack here at 2:30.

(Wnereupon, & recess was taken,)
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JUDCE [AlSHALL: cn the record,

O
o

Jr, Finrsck, as things stand ri;ht now, the

£

T:I lesaons learned out2je2, which is coaming up, hes that
been formally scheduled by the Cempany?

A Wie nave presantly scheduled it starting in ,
cctober of this year formally,

| vhat day in Cctouer?

A Ch, I'a sorry, I don't know if I have that in

oy calendar or not, I think in about the niddle of October,

Q And for how lonz will that be out?
A I think 1¢'s scheduled now for five weeks,
@ And this is in spite of the fact that the

enzineerinzg vworx is not complate and not expected to be
complete for that outaga?

A Tery early in Sestember we intend to make a
submittal Co the lluclear Regulatory Commission explaining
to them that we cannot accomplish all of the things that
wiuld be desired by January 1, 15581, and that submittal is |
now bdeing prepared and will not only explain that we cannot

do it, but why we cannot do 1it.

< So, thea Company .s going to formally be asking
i

o 4 -~
for sonme sort of ralief”?

when 40 y2u expect & response to that petiticn

'S}
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- .

sr Pequ2st that 12 susnsoed to 3o sut in 2arly Septecber?

A I would cartainly nope before the end of

CROSS-EXANMTIATICIH
BY MR, JARDELLI:
] r, Finrsck, 23 part 27 the submission you
are rmaking to the luclear Rejulatory Comnmission, will you
be requestingz that this sutage, which 43 _cheduled for somee-
time arsund the middls of Cctober, ve delayed until 1351 so
that you could accomplish everything during cne outage
rather than TNo?
A The mcst “esirable thing frozm the Company's

oint of view would ke vo defer everything until the end of

‘O

1941,
@ That's what I was getting %o, and will that hei
part 52 your request to the I'RC i
A I doudbt very =much cecause our posture has al- |
ways been cn2 to take & very po3itive stand with the KRC be-l
cause very clearly theres zre things that cen vte done before

Jenuary 1, 1981, and it's been my experiecnr = ‘er the last

20-some years with the old AZC end now the lluclear Regulator

Commission, that it's not in the Ddest terest of anycne to

ask for shingzs that sre perceived to be unreezonable, and

e .-

T talmle wra vgpant 3 Ans st 3+ wall =
g2 tank we “« TOaNT S, art thers zay very weli.l e

4 3 4 p : . | -t & 112RY
some itecs which sizsly cannot te deone untll the end 2f 13721,
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us thers are itaus that can be &cne this year and itexs
that can be dcne in the early fall of next year which ve'll
|
We ara certalinly ast reluctant to do the things
|
that she ifuclear Razulatory Coamission has perceived not to |
te done, because I think 15's in tha best interest in en-
hancing the ability to cperate the plant better, but I dcn'é
think I would z2gk for the mo2n when I don't really expect
to zec i¢t.
T™hat's not been cur posiure with the NRC in

the past and I ds not parceive that we would change it now,

Could you be more specific about what you are

&

going to ask for? You've mentiocned that as of now, you're |

scheduling for a five-week Sutagze, but you have also testi-

fied earlier today that if you went out in two stages, this
firss outage cculd be ag short as perhaps three weeks,

Iz that cne of the things you'll be asking

w»

for, to reduce the tize of the cutags, this first cutage

occurring in Cctodver?
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A Wa may ask to cefar things uatil vary early
1981, 1If the peosture of the Nuclaar Regulatory Commissicn

remains the same a3 it did wizh the Category A itaxs, in

whica we really got no ralief excapt for a coupls of days,
- it i3 my judgment that we will ba raquested to do everything
; that we're prapared to do before this vear is out, and than

- posaibly some things ceferrad to aftar January 1, 1931,

still
Q Mr. Finfrock, thara/seems to 2o scre doubt in

. your mind as to what the Company's submissica to the NAC will

You've ta2stified that this subniasion

25, 1980. When will yocu and the Admiaistrative Law Judge
know wnat tha sucmission will ccnsist of?

A Wall, we started out with a target date of

- having that submittal completsd by Priday, and it i3 ==

Q Is that this Pricday?
A No, this past Friday.
I hope to be able to have it completed

by the end of the week, hopefully by about Wednesday,

Thursday.
Q Wednesday, Thursday of what week?
A This week, but whataver haprens, based en nv

experiance, I caannct Icresee a rechanism whersby within %he

next six moaths or so it will not be necsssary to have peraaps
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four waeks, iive waeeks, maybe 3ix weeks, derendliag, as I

pravicusly tascifiad, it ccning fram two placss to cne plece.

MR, NMARDELLI; Mz, Xirstem, could you
supply tie porties with tha lattar to the IRC
when Lt beccmes avallable?

MR, XIRSTEN: Yos.

MR, MARUL: I believe that ccmpletas our
questions for Mr., Flafreck.

JUDGE MARSHALL: Okay. Miass Bello?

MS. BELLO: %a hava no gquesticnas,

JUDGE MARSHALL: !Mr., Sahradnik?

MR, SAHRADNIX: Just cno quastion,

CRC33 EXAMINATION

| BY MR. SAZRADNIX:

Q You had xzenticned when you were initially talking

about capacity facter, chat during the outage there wara
certain machanical difficulties that wera observed on tha
safoty systen.
Is that sorathing above and beycnd the
sparger problams?
A The sparger situatica that we encountered was
certainly the most major one. Any other ltems that we

encountered during the cutage wers of a mors minor natuls

A

and acceomplisned within the tireframa ol the sparger we L

needad to ke done.
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All zizht. So, thase problers or difficultias

that wera cbsarvad have in fact at this point been corrscted?

A

Yas, They nave bean correctad to tha point

| whars we a3 well as tha NRC are coniident that the plant can

2

11

13

14

15

LAWREN

16 ||

17

18

19

. be safely cperatad tcday.

All right, thank you.

JUDGE MARSIALL: Any questions on re-
direct?

MR, KIRSTEN: No.

JUDGE MARSHALL: Oxay.- Thank you very
much, Mr, Finfrock.

Do you want Mxr, Geldstein to take the
stand ncw?

MR, MAXUL: Yes.

E GOLDSTETIN, praviously sworn,
resumes the stand,

MR, RIRSTEN: With your permissicn, sir,
sone of the gquestions that were askad of Mr,
Goldstein befcre the lunchecn recess raferrad
to schedules which were nct prepared by hia,
but by Mr. Furleng, who i3 cn Mr, Preis’
staf?,

Some of the guestions that wers asked
of Mz, Goldstein wers to raccncila certain

figures which he submicted-dth those schecdules,
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I have Mr. Purlcng here, who was
dirsctly involved in proparing thcae schedulas,
and I thought it might expeditas further cross
exanmination ¢f !r., Makul 4if he's geing to pux-
sua that lins, which I assuxe he will,

My, Furlong might be availabla to discuss
the schedules,

JUDGE MARSHALL: All richt, Do you want
to hava him gworn in and sitting thera alio?

MR. KIRSTEN: If that wculd be permissibla,

JUDGE MARSHALL: Any cbjections?

MR. MAZCUL: No.

M, PURLONG, sworn cn behalf of Jarsey

Central Powar &Light Company, t23tifies as follows:

MR, KIRSTEZM: FPor the record, will ycu
please stats your positicn with Jersey Central

or GPU System?

MR, PURLONG: Yas., I'm a staff accountant
with Jersey Central Power & Lignt in the
Special Accounting lepartment.

MR, XIRSTEN: And you report to Mr, Paul

Preis?

MR, RURIONG: Yas, I do.
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Furlsnz-Coldsteirn-cress 572.

R, KCRSTEN: And scme of the questions
wWhich were raferred to by the Counsel, by Mr, |
Geldstein this zorning, were prepared by you
or in your depariment?

‘Re FURLONG: Yes, they were.

R, KIRSTEN: Thank you, sir.

R., MAUL: I w2ke 1t that we have tiwo
witnesses now, and whoever feels more com-
fortable with the questions will handle it;

80 I will juat generally direct the questions,

CCHTIIUED CRCS3-EXANINATICH

BY IR, MAXUL: .
Q Wihere vwe left off this morning, as I recall, |

I recall that a recent change in assumptions that gas which

wag thought tc not be available from llew Jersey Naticnal for

its Sayreville Station is now going to te available for at

least the majority of the winter, except possidly for the

coldest day?

A (ir. Goldstein.) Let me dack up and explain

ay error this worning. Looking at the budget here, I got
confused by the previous budzet. The zas will be available |

and the gas is in the dudget through the end of the year,
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A (ir. Goldstein.) That's correct,
¥} By the mos3t recent budget, would that be this

budset which ares fuel cist forscasis, which has been marke

-

& (#r. Goldztein,) Yes. Dat would be What we

refer to as 2-plus-3,
2 Ar= these facts and figures which appear in

JCA-3, which apjear on Fage 2 of 32

A (ir, Goldstain,) Yes., Teat's correct,.
Q ind these nuxtars in JCA-3, ere they before

zas adjustments or affter z23 ad justzentis?

A (ir, Furleng,) The top secticn is vefore z2s

2 wrat does this cenform to, the top half?
A (r, Furleng.) The upper section, yes, the

pefore z22 adjusimentis,

MR, KIRSTEN: Are you referring to the

upper section of JCA-3?

MR, FURLONG: The upper secticn of

e
{ -
Jist= Ty
< b 4 apAmw & eas -l mm=- Aa A 2 mamt s s Y S
- - ‘v.b‘v- - ¢ - — - -~ - Ll - - A ——-
2 -
- 1= mdawaeaasdmms *aar *n < s ar
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pburaed at the Sayreville Station and the

*

&

.
=]

-
.

and Werner arz sitated separately, is that correct, on a

acnth-by-month »asis?

A (iIr. Goldstein,) That's correct.
Q Then you nhave conbinad this number to coxme up

with an overall barrel requirement on a moenth-by-month
bazis?
A (¥r. Furlong.) That's correct.
o] I wonder if we can look at June of 1981 for
tha Sayrevills Station?
MR. KIRSIEN: Are you looking at JCA-87
MR, MAXUL: I aa locking at JCA.3,
Page 6.1.
MR, GOLDSTEIN: June of 19817
- Yes., Now, is 1t correct :hat the number of
gallons of 2.1 that is projected to be burned at Sayreville |

|

in June of 1681 is 5,252,232 gallons?

A (ir. Furlong.) No, that is incorrect. The

fuel ccst is in dollars, the line adove that which is the

< I think that zay have answersd =y question,
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Q Tha ccmmensurate figure Ior tha saze nonth ats

Wamer would be found on --

A (Furleng) Page 19.1,

Q Page 10.1. And that would bes 1,372,000 gallens?

A (Furleong) That's corract.

2 For a total gallcnage cf 7,033, approximataly.
New, this has to be convertad £o barrals

to be conasistant with thae cthar exhibkit?

10 |

11

12

A

(Purleng)

That's corract.

Q And that is tha derivation of that number that

i3 in Mr. Goldatain's exhibit?

13 |

14

|
{

A (Furlecng) Yas.

Q It worka cut to approxinately 163,000 barrels?
A (Furlong) Right.

Q New, with rescect to the gas that i3 burned at

Sayreville, what is the quantity of gas that i3 axpectad to

1

7 | be available from Mew Jersey Natural Gaa?

A (Goldstein) Ovear what period ¢f tine?

Q On a per month basis.

A (Goldatein) On a per mcnth basis?

Q Not taking into account, cbviously, the meonth

whers the system requirements caused them to interrupt ths

flow to Sayraville.

s
£
™
w

r gas

[
W
2
b

as they have i%,

r3 of agreenment whan
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thay hava a tentativa guantity of gas on a 39 day emergency
basis. That varies, dapending cn what thay ara abla to cbhb-
tain so I really cannot say that w2 get a ccasistant arount
of gas every menth,

Q Is theres a new budgat or updatad figurs tiat
raflects your beat estimata as to hov much gas will ba
availabla tc Sayreville ca a xcnath >y month basis?

A (Goldatein) I think JCA-4D has cur best
estimate of gas availabls,

Q Doas that exhibit show the iguras =-- ars thay
| basically as follcws: August 1330, 600,000 CF or parzhaps
600,000 MCF, Septamkaer, 600, Ochcber, §00, Novembar, 330,
Dacambaeyr, 300, Jaauvary of '§l, 320, Fabruary, 300, Macch,
700, April, 700 and continuing at 700 a month through Auguss?

A (Goldstasin) =ssantially, they ars the nurbars.
I thixk ycu have got scre numbers ccnfusaed thers,

Q Which cne did I ceanluse?

A (Goldstain) I think that in March it is 6§00,

' not 700. Tha total gas hers that I add up i3 6.8 million
MCPF over a 12 month LEAC period.
MR, MARUL: May we go cff the recerd?
JUDGE MARSEALL: Of£f tha record.
(Whereupen, taere waa an off the reccrd

discusgsion.)

’
JUDGE MARSHALL: 3ack cnthe reccrd.

E
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Q Mr, Goldstein, the highast figurs in any meath
that we 3ee 13 700,000:!CFs. This represents a linit that
New Jarsay Naturzgl cannot daliver any mcre or is this the
maxinum which can be utilizad at the Sayreville plant?

A (Goldstain) lNo. lNawv Jersey Natural can da-
liver abcout 350,000 MCPF per mcnth whan they have it.

Q Wlell, why then ar2 you purchasing or projacting
to purchass only 700, if they are capabls of ca2livaring 850
in soza mcaths, and I nota that the 700 appears in the next
summar's figures.

A (Goldatnin) That i3 based oan cur gercepticn
of avallabilicy.

Q That isased on your perception of what will
be available at that time?

A (Goldstain) New Jersey Matural has indicated
that they will probably have up to 7 millicn MCPF availabla,
We show 6.8 million MCF avallabla,

Q I woader if you could compare that 700,000
MCF figure to what was actually purchased in April, May,

June and July of this year?

A IGoldstain) Well, l2t's see.

Q For Sayrevilla and how that ccmpzred to your
budget.

A (Goldstain In April, they tandersd 733 and

we had 600. Thesa aras all thousands,
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Q Thay tandersd 733 whichyou consumed, but the
budget --

A (Goldstzain) Indicated 500,009. For May and
June we al3o wera above our budgat.

Q Specifically, Mr. Coldstein, am I correct that
in May you burned 343,000 when the budget shows 600,0007

A (Goldstain) Corract.
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|
In Jung you »uraed 752,000 when the budget ‘
z
l
|

ancwed a2nly 320,060
A (iir. Goldstein,) That's correct, The 300,000
rellacis a2n cutage of three months that we anticipated would

cecur, hat never did occur beczuse of Oyster Creek teing

ut of service,

2 ind in July of this year, 290,000 was burned
compared --
A (ir. Goldstein.) Versus 300, because again wa

anticinatad that oculage, and that ocutage has slipped down to

Septenter, Cctdbar, Novembaer., MNew, the signific--t point of

O

that is that repressnls excess zas on the Texas eastern pine-
1ine which Neuw Jarsey Natural has a take, or gets on a take
or p&y vtesir, and they pass it on to us &t a very low cost,

3 Are you projectinz any more purchasges as a re-;
sult, in the next 12 acnths, as & result of similar circum-g
stances? :

A (M4r. Goldatein.) lo. In fact, the end of tha g

|

inexpensive 3as occurred about three weeks ago or four weexs |

ago.

9
Q What about the gquantity of gas? I believe you%
|

indicated that lew Jersay Natural can deliver 250,000 and I

4 Ty . . .~ - 2
339 45 Q)'-‘J\f .'.: .Yaa ::‘J, 300.
A AR -~ - \ O’
a \..!'. JD-JS’.&.."../ 228,
~ - 1 ‘_:-\ AR DR . "
< =as is over the C50,000 fizure?
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i (Goldstain) I'2 sure that we have a plus or
minus 10 perc:at in there. Line capacity 1s 1200 MNCF per
nour aand o the extent you capnct exceed it, that represents
ht be instzad of 850, it night be

the cazecity, liow, it =1

v

o<

i .

6]

(Furleonz) I balieve it is about 833,000, which
would be the maeximum on a 3l-day mconth,
% liow, it would appear, then, that so long as

this gas is available, you can burn 1t?

A (Goldstein) That's correct,
Q At the rate of 8507
A (Goldstein) 'hatever they can tender it at,

I7 they can tender it at 390, that's what we can burn. If
they only tander it at 830 in one month -- as I said, that
resents special zas, That 13 surplus gas,

Q Can w2 gencrelly say, then, so long as gas is

availadble, you can burn up to the £90 rate?

A (Goldstein) That's correct, But as I told you,

New Jersey Natural indicated that through August of next yeaT,

we will be getting approxisately at most 7 million IXF,

Q And what do they base that on?
A (Goldstein) I'm in no position to say.
Q dsw much was received over the last calendar
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you are asxing? |

:i‘, Yes .

A (Goldstein) I don't know if I have that in-

< It rr2y not be cruclal.
Now, & 3as plipeline is being put into the

Gilbert Complex; is that correct?

A (Coldstein) That's co. rect,

Q And that is from Elizabethtown Gas?

A (Goldstein) ™at is from Elizabethtown Gas,

@ I3 1t correct that that agreeczent provides that

that gas will ce priced at a price of 35 per XF?
A (Goldstein) That's correct,
Q And 1s 1t also corrsct that of thet $6 price,

about 34.33 is actually for the cost of gas and the balance

is socze sort of a payment for facilities charged?

A (Goldstein) That i1s a pay bhack on the

facilities that are beinz installed.

Q And once Elizabethtown Gas fully recovers its ;
|
out-of-pocket cost of installing that facility, the Company,|

Jersey Central, can buy that facility for 312
A Furlong) I believe that is correct.

Q And g0 actually of the 56 coet, 31.67 of it
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A (Goldstein) That's correct, Let me clarify
that. Tha®t .1 charge, not for the pipeiine, That 31 is

for the Improvenents, the irgrovement in the combustion

turdines that allows us to use dual fuel,

Q I see. Those improvements, are they being
financad sut of the 31.57?

A (Goldstein) That's correct.

4 What 18 the status o :hose purchases from

Zlizatethtown under this new contract? About when are they
supposed to commence and at what quantities?

A (Goldstein) T™e new contract start in April
when Zlizabethtown eanticipetss having their pipeline and
combustion turbines complstely =mcdified for gas, They will
tender 4,2 billion cubic feet of zas over & seven-month

period running from April to Cctober.

|




foRm 1eas

wleus

PANGAD LO  BATONNE. w7

1
-~

10

11

12 ||

13 |

14

15 ||

16 |

17

18

19

Furlong/Goldsteina - cross 534

A (Goldstein) (Continuing) And the cost wor 1
e $6 per MCF.

Q I wonder il you could explaian the basis upen
which ycu estimated tiie cost of gas that would be burned at
Sayreville ovar the nexi 12 montas. 3y cost I meaa the

price per MCF,
A (Goldstein) Price per MCF was again based on
a budget escalation of 12 percent, Ilow, that price in light
of what we ncow xnow is low, That price over the LIAC period
is 3,52, as per the schedule numbar JC=A.4D,
The more realistic price would be ap-
roximately in the range of 33,80 to $4 per ICF,

MR, MAZUL: v, Rirsten, it was my im=-

pression === I deon't know how you feel ====

it was my impressicn that the record this norn=

ing was left scmewhat confused as to exactly
how much the price of coal was escalated Dy
MR, Goldstein o0ff of what base and whether
that base was actual or fron a budget, which
I would characteriza as an estixated price.

If you wish, perhaps r, Goldstein
could hava an opportunity to let us have it
one more time as tc what the basis was of

he ccal Zforecast.

i - GO o Ed it .
MR, R3237=N: I think Mr, Purlong is

PSR ——
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in a necsition to answer that question, I

had a2 nocte that there was some confusion that
up
» * -
I waz geiny to tzy to clear/2n redirect. Do
rou want re to asi hin a guestion?
¥R, ¥AXUL: VY28, pla2asa,
VR, RINST™M: Ther2 was sore discussion

this morniaz about how the calculation of the
coal nrice increasos were figured in the
scheduales, Mr, Purlonsg.

WITMZEES TURLODNIG: TYes,

M2, XIRITEN: Could vou clarify that

12a3e?

)
Q
4
[}
n
~
")

WITMESS FURLONG: VWell, this budget

is' a 4¢hr2e plus nine hudget and I believe the

'

coal -rices wera escalated on tha March
actual cnst for coal at Revston?2, which Mr,
Goldstein referred to this morming,

If You look in the fuel forecasts on
Page 13,1 under March, you will see cn Line
29 the coal cests ner ton of 524,96, which
was raferred to this morning, Tha%t is the
base cost on which thisz budcet was escalated,

Now, “or the vear 1930 frem March to
the end of the vesar, the cost was escalated

at a rate ¢f 13 rercent,
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8Y MR. MAIUL:

Q By 13 percent, do you mean that the price esti-
for March oF 1321 weuld be 13 parcent higher than the

actual price experienced?

A (2oldst2in) This weuld ba calendar to the end

of the year to Decembar of 1330,

Q I se2. Thirtaen percaat through the end of
138072

A (™urlong) Right,

Q Is that 13 percent an annualized rate or the

price will go up 13 percant in a nine month pericd?

A (Goldstzin) Thirteen percant over a nine month
period,
Q 2nd than what is the assumpticn for the con=-

tinued escalation in 13312

A (Goldstein) Twalve percent,

Q By 12 percent?

A (Goldatein) An annual basis.,

Q m™selve zsercent on an annual basis?

A (Goldstain) FProm January through December of
1981,

Q So that 12 we're covering an eight month

period, that means cn an ahsolutzs basis you forecasted an

eight percent increase

A (Gollstein) T2 +hat's what the numbers work
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out.,

Q I sce, So, that would be from the prices that
wers cxpericaced ia a Azril or in March of 1280, ¥ have a
13 percent incrzase to th2 2nd of the y=ar?

A (Goldstein) Correct.

Q And then upcn that new base, which if we start
out with a hundred, an index baczd on a hundreé percent,
by the end of tha year it's up %o 113, and then that 113
is raised by an additional 2ight nercent to give you, let's
sea, roughly 122 by the end?

A (Goldstein) That's correct.

Q So essantially would it be‘falr to say that
you'va assumed that the price of ccal in August of 1981
will be approximately 22 rercent mecre expensive than cnal

in March of 19280?

A (Goldstein) That's correct, if these numbers
come out.
Q But in actual experience, the coal prices in

April, May and June are lowar than budget?
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A (Goléstein) That is corract, >ecause of
certain unique ci:cumstances which are fermporary of nature.
Q YWhich are?
A (Goldstein) Cne is a reduction in #®he black
lung contribution which amounts to approxinately 32 and the

second factor is the fact that we arz connecting two mines

right acw anc the nining company i3 in a very faverable

nining area whera the cmsts of production ar2 low, productivity

iz high and that has contributed to it.

The mining company has made their cwn
projections which I have to regard as the most valid, and
the sacond cost, the second part of the year cests that thae
mining companies are projecting ars roughly $26.85 a ten of
ccal fromJuly thrcugh Cecember.

The actual July figures are ncw in and
tha costs are approximataly $30 a ten.

There are less procduction days in the

second part of the year, July being a two week vacation.

We alsc have Jdovamber where we have vacation and irn Pennsylvenia

it's typical for the mine workers to leave the mines and go
deer hunting.

December is another area time when we
have very high producticn cosgs because of aceentism,

-

S0, the coal corpany i3 proja2cting, as I said,a price of

'

$26.85 and over the LZAC pericd -~ this projection, by the
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way, was made Juna 4th -- over the LEAC period, tha coal
company is projacting an avarage price of apprexirzataly
$28.35.,

That would corpare with our budgat price
of $29.10.

Q So, yocu're actually pra2dicting a higher cost
than what the coal cempany is prcjecting.

A (Goldstein) I'm predicting abcut an 80 caents
a ton higher cost.

Q On what basis o you know more than the coal
company so that we should balleve your figures over those
issued by the coal company?

A (Goldstein) I would say that I anm doing a prektty
gcod job by matching the coal company's escalation rates.

I don't consider 80 cants on roughly a $28 ccst a very signi-
ficant deviation.

I should also amand that to say that
$28.35 is strictly one ccal ccrpany's cost. The other ccal
company has a traditicnal higher cost and that would add
sometiiing to it.

o] I wonder if we might have as an information
request an exhibit of the 1379 actual oil cests. I realize

is might be difficult cecause 1379 included th2 Three Mile

Island accident whichh I'nm sure was not in your fcrecast, buat
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I wonder if we migh% have the forecast of the cocst of 2 oil
and the two grades of § oil burnad compared to the price that
existed in the f{oracast. Ckay?

A (GOldstein) Yas.

Q Wa'ra just going thrcugh cur notes here to see
if thera's any more questiocns that we forgot.

Can yocu explain why the most recent
foracast shows greater quantities of gas being utilized than
the earlier budgat for ccmparable months? |

A (Goléstain) Wwhat exhibit are you discussing?
Q Well, I think we're talking about the differencse
betwean the 3.9 budget and the 3.5 adjusted budgat.

My understanding is there's a difference
in ths projactions of guantity cf gas to be utilized. I
wonéer if eithar you or Mr. Furlong could axplain why there's
a difference in -- &id additicnal supply come along or so

on and so forth?
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A (Goldstain) Tha 2 3lus 9 has gas tarous!

| Cecamber of 190,

A (Furlong) ©0id you mean tc compare tha 3 plus 2

| o the 9 plus 3?

Q I believe that's what we want,
JULGE MARSHALL: O0OfZf the mcord.
(A discussicn was held off the racord.)
Q I believe off the record we straigatszned out
the names of the different budgats. One was tha 3 plus 9

and the other cn2 was the 3 plus 3, 2nd I belisvae the mora

| recent of the two was the 3 plus 9 adjustad, aad I wendar if

701 couldexplain why there's additicnal gas burning shewn in
the more recent budget.

A (Goldstein) Without having a cogy of the 9 plus
3, I taink that's the on2 I confusad this ~morwnisg. I do not
balieve we have gas projected aftar May in tae 3 plus 3, and
that's where that order 30 gas came in, whare it was geoing
to end in May.

The 3 plus 9 providas gas thrauch Jan-
uary -- through lCecember of 1980 based on our advisement fren
the gas companies that they could tander gas thrcugh Dacembar.

Q Is there any ccnversion werk takinc place in

Werner Staticn that would allew it to burn more natural sas?

1
fv
w
O
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-
-

n

e

A (Goldst=2in) Yot that
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tha actual price of gas axperienced corpared to tha J plus

9 budget for April, lHay, June and July =-- do you have that

axhibit?
A (Goldstein) Yes.
») The April prics, the actual price was 29 c2ats

above budgat. I3 that corract?

A (Goldstein) Yes.

v But since then all the pricas hava been belcw
budget and scmetires by a ccasiderable wargin,

In May, tha actual price was $2.54
corpared to a budget of 3.23,

In Juna, it was 2.19 coxpared to a budget
of 3.26, and in July it was 2,30 compared to a budgat of
3.29, and I belleve that you provide! -- you macda a statamant
that part of this gas was due to an sxtra amount baeling avail;
able from Taxas Tastarn and that there was scme scrt cof take
or pay provision, and this purely represented the commedily

cost of this gas.

A (Goldstein) That's correcst.
Q What is the timing as to when that coansideration

started impacting the actual prices?

A (Goldstein) If we go back to farch, the pur-
chased price of our gas was $3.82. In April, it was $3.71.
In May, 1t drocpped down to 2.54,

50, %na would say that the imgact starzad
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In othar words, 32.13, whicn i3 June,
cecamwecdity gas.

-

Q decw, I take it you have
to occur again a year fron ncw?

A (Goldstain) o, I have

centinued in Juna 2 31 in July

593
wa go= a littls alse.

rapresents the purs

nct budgetad for this

3
O
o
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o] ¥Yhy not?
A (Goléstain) BSecause it's not a very sure
amoent of gas. It zeally sepends on systenm surplus and

sere's no way of detarminiag that,

Q Would it be fair to say tiat this situation

may cevelep again, it's just that in foracasting the price,

you're not countiang on it developing again?

A (Goléstein) think that nmight be a way of

characterizing it.

Q Just as when a nuclear plant, for example,

ale that into ac=

sount ia scme way in ccming up with his capacity factor,

but he doesn't necessarily taxke it into accocunt one way or

the other? .

A (Goldstein) I can't comment on how Mr, Fin=-

I'za nct a nuclear expert.

frock dees these things.

Q Ckay. would it be fair to say that your

budgeted price projected for gas does net allow or does

not taka into account to aay extant the pessibility that

one of the special purchases might come up and be availa=-

ble again?

A (Goldstein) That is correct, As I indicated

to you, my purchase price is essentially halow the price

I would projact novw.

J
[¥]
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whera tials additicnal guantity of gas was avallable at a

low price. Did anything llila this happen in 12732

A (Soldstain) 3372 I believe w2 had 1le-1/2
sonths of DCQ gas, ce==nzdlity zas, yes,

Q Yiew, gas 13 sresantly nationally Seing deragu=-
lated?

A (Coldstalin) Corzeect.

Q A3 a r2ader of trada pudblizatioas, is it your

understanding that this will make largar guaatities of gas

available all over thz country?

& (Coléstzin) The zeculation?
o Yas,
A (30ldstein) T think that gas supplies nation=

ally are diminishing.

») 8y diminiszking, <o you mean because it coxas
ocut of the ground thers's lass ramaining?

A (Goldstaia) I think there ar:s less resarveoirs
that ara being discoverad., I think leas gas is %eing dis-
covared,

Q My questicn did nct ¢go to discovery. It geoes
more to flow rate, as to what is going to be avalilable to
customers in the futurs asz a result of deragulaticn or any
other events cccurrsing in the national gas markets,

R, TIRNST=U: I think his answer was



L T T

FANGADR CO . mATONNL, N ereas

it

10

11

13

14

15

16

17

18

19

396

ain = cross

wm, MAXUL: I den't believe it was,

1is answer went to the discovaries cf reserves

and T may be wrong but I think the discover=

jos of reserves are nct related necassarily

to slow rates and what's available fcr custo-

mers in any given year.

uMp, RIPSTEN: Yer is th

[l
(19 ]
Qa
o
“
o
¢ ]
[N
o
.
e
0
[+

tion that the itemsz you SuUgC
ion, He said that

s

aszed the witnass a gusst
the gas will diminish and you asked hinm why,
he said bacause there's been less ¢as being

aiscovered, That's nwis angswer., I think that's

complately rasnonsive.
MR, MAXUL: Well, if any civen year

no gas is discovered, that doesn't nean thece

will be no flow of aas.
MR, KIRSTEN: I don't know that.
That's your testimeny.
MR, MAXUL: I'm asking the ===
JUDGE MARSHALL: C£f the record.

(A discussion was held off the record.)
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cUDGLE JARSHALL: 3ack oa the rscord.
Mr., GColdstein, just wait one secen

TR e

safore repayiang o the

L&)

Mx,

N - g -~ 4
déat-cr. :O S o

o

Airsten waats to lodge an objsction. lix.
Xirstea, just wait one aalf a second uatil
after lr. takul finishes talking to be sure
uwe ia findisued,

MRe AIR3TIZNs Absolutely, sir.
Are the natural gas prices being regulated
- e this tine?

Yes. there sre dersgulations bSeiag rolled in.

Do you recall if this Seragulatica will in-

sraase the annual supplies available to customers?

Over waat period ol time?
The next year over this year?

I would say chbaracterizing the respons2 as

that depends upon the winter, II the wiater is very severe,

there will be

£ tha winter is not

[

less gas avallatle.

severe, then tnere hight Lo mors gas avallable., If we have

a hurricane in tie Gulf Coast. tais week, there will be

less gas availacle.

Q
available for

£or evsryone,

3y less gas available, you mean less gas

Jazsey Cantral, not less jas available entotal
i3 that Sorrect?
T would say lass gas avallable Zor the entire
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countzry., I a well i3 shut down in the Culf Coast, there

will be tha% much la2ss gas availakble.

Q Well, with respect to a more severe than aver=-

age winter, could you explain a more severe than average

wintar?

Could you explain how that would result
in less gas available for all cuatcmers in total?
A That is the guestion that you are posing to

me. That was cnly referring to Jersey Central,

Q That particular condition would only refer to

Jersay Central?

A Yes,

Q And that the gas would be divarted away to
heating senslitive customers?

A That's ctrue,

A

Q On a weather normalized basis, if the weater
normalized, I assume that tiLe heating custorer takes the
normal amount of gas and would deregulation make more gas

available to Jersey Central?

A I don't know what a normal basis is,
Q You are not familiar with the words "weather
normalization®? s’
with
A I am familiar/ the words "weather normali-
don't

zation®” but I/%now what the :sormal amount of gas a custo-

zer consumes is. There is a lot of incentive to switch to



rOs Jees

eree:

FENGAD CO . sAransE w0

u3l

—

239

roldst2in - cros3

‘gas over ail right now beca

assuned th

inconmplet? xnowladge in €22

use of the price differential.

Q Would it be fair to say +hat because of your

h area that as a result, you just

at no gas would De available in the 1581 time period

1
| at this special cump rate?

|
{
|
|
|

10

11

12

13

14

15 |l

16 |

17

18

19

MR, KIRSTZN: I object to that guestion.

I have no idea what that means,

JUDGE MARSHALL:S Could the Court Re~-

porter read back the last question?

(Wwhereupon, the following question was

read back by the Reporter: "Question: Would

it be fair to say shat because of your incon=-

plete knowledge in this area that a
at no gas would be availa-

ial

s a result,

you juat assumed th

ble in the 1981 time period at this spec

,

dump rate?®)

JUDGEZ MARSHALL: Could you phrase that

a little bit more grarmatically?

Q Because you do not xnow whether or not gas

you included

would be available at the special dump rate,

no gas purchases at that rate in the budget?

A That's corract.

Q I den't know if aither of our witnesses here

are the most appropriate witnesses but we would like to knéw

the most recent infsrmation available, Could you tell us
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. 1y when i3 %he work schedule Zor nmalntenance at cavreville
21 that wiil rzeduce its ablility to take gas?
;
3 ; A ves., I Lalieve/can answer that, Sayreville
4} Boller lo. 4 is coming down for a tiree moath iasgpection,
5% September, October and llovezler. Sayreville 3oiler lio, S
6 i i3 coming down for a turce nonth iaspection January, Februe-
1
7 § ary and ilarch,
8 : Q T think parhaps tha next questions are more
9 i appropriate for ilr. Furloag. iiha2n you {irst came up %O

10| testify with reospect to scme of the confusion that axisted

this morning on th2 addislonal gas going into Sayravilla,

fone aees

11 ||
12 I take it, is it your pesiticn that the budget that was

13 | prapared in April of 1980 alrerdy included this gas?

§ 14 E A Furlong) ¥s. What I said is that the budget
% 15  the three plus nine budget assumes being burned at each of
g 16 the four units that bura gas through December of 1580, ;
17 j Q ¥ow, since this budget has been prepazed is
18 ; it true that stil) greater quantitiss of gas will be availa-
19 | ble over and above the guantities projected in tha budget?
20 A (Ffurleong) That is really a guestion for Mr.
21 Goldstein as to what guantity will be available.
22 : Q Mr, Gollstein, is there going to be more gas
23 avallable than appears in the budgst?
24 A We aze shcwing azproxinmately 6.8 =illicn MCF,

. 25 I believe that i3 the numbar that llew Jersey Naztural has
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that pazicd,.

said they coule dalivaer to us auzing
2 Ceces tie 3.3 million IiCT figuzre reprasaat the

most iikely figure in youx wiaw of i3 it the acsolute naxi-
wan Zidgure?

A I would say tue 6.0 million [CF represents
would
woat New cersey watural says, so I would imagine tnat?repre-

seant their most likely tander.
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Q And what gquaatity of gurchase freoa lew Jersay
Matuzal agpearad ia Zhe budget, the origizal 3 plus 3 budget?

A (Purlena) zIn tha 3 plus 9 budget you ares refarring

to just the LIAC perxicd?

Q Yea.

A (Purleng) 2,100,000 cubic fset.

Q That i3 budgated 2,100,000?

A (Furloag) Yes,

Q And the adjustad budget now includes how nmuch?
A (Furleng) 6,800,000, |
Q Ara there any gas supplies which now based cn

cusrent knowladge which you ncw beliave you are going to
adjustad
receiva which did not appear anywhere in the/budgat?

A (Goldstein) 0f the LEAC pariod, no, I den't
baliave thers is any gas available that are not coverad by
the achedula.

Q With raspact to tha timing of the gas price
increase, did you assume that they went into effect ca a
month by month basis in a manner similar to your projecticn
for oil pricas?

A (Goldstein) Yes, Wa put them in on a menth

by mecath basls.

Q with a linear escalation?
A Yes, that is raflected in the schadule,
Q How are those prices actually determined DY
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New Jersey Hatural?
A I don't undarstand ycur quaestion.

Q Well, the price ycu assumad, thore would bs aa

- egcalaticn rat2 or an amcunt of incrzase over the LEAC period,

| 1£ I underatand you proparzly, is that corrsct?

A Right.

Q And you asgumed tiiat it would escalata cn a

' month by meath basis linerally?

A Tes,
Q And any: gas purchased from New Jersey Natural?
A Corract.
Q How 49 they sat tho price?
Do they change it on a month by menth
' basia? |
A New Jersey Natural buys gas for cur account ¢n

a ccst plus transportation basis.

Yhatavar thelr cost 13, they pass on to

| us plus 2 40 cent per millicn MCP?, plus a 40 cant MCF trans-

portation cost.
Q Aad in terms of getting th.s gas for Jersey

Central Power & Laight, i3 Jersey Central having New Jersey

| atural go cut and line up special contract supplies or does

t ils represent a surplus over and beyond New Jersey Natural's

naed “f:om the ncrmal supply?

A New Jarsey - :tural contracts additional gas for



fons e

COo . saronnt. ») eree:

FinGAD

10 |

11

12

13

14

15

16

501
furlcng~Coldatain/crass

Jarsey Central abeve their aormal systam capacity. The :nlyl
tiza we gat thalr gas, their 37sten capacity gas is when i+
i3 iz surplus.

Q Now, the contracts that daw Jersey datural
enters iato in ordar to previde cas beyond this special
dump gas, do thesa contracts have a time duraticn and 4# so,

what i3 their tizms duratica?

A The ccutracts have a tima duraticn cof approxi-
|

 mately 60 days right ncw, They ars gatting what thay call §0

days emargency gas foroir account and to the extent that they:
can f£ind gas out in the fleld, that'show thay tandar it.
Q Ce they meet your raquirements by asaloning cno:
80 day centract of one supplier or several ccntracsts with |
sevaral suppliars to meet your requirements from several
aources?
Which do they do?
A They €o both or cna.
MR, MAXUL: I think we have no more
quastions for the time being from Mr. Goldstain;
JUDGE ARSHALL: Of this witneas, then?
¥R. MAXUL; Yes.
JUDGE MARSHALL: Ms, Belle?
MS, BELLO: 1No guestioens.

JUCGE MARSIALL: Mr, Sahradnikx?

MR, SAHRALNIXK: No, Yeur Heocaer., I
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JUCCZ MATSHALL:

AR, XIXSTEN:
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nave ona or two.

- -
-

-
-

505



faRw v

FENLAL (0 mAaToNnE W elevi

10

1 |

12

13

14

15

16

18

19

20

21

22

Furlong/Caoldszstain~-radirect 2086

3Y MR, XIRSTIEL:

3 r. Makul asced you about avalladility cf gas.
The period that yon referrad to, I think, vas 6,300,000 ~ulic
feet; is that thes amcunt of gas that you are budgeting for
the so-callad LEAC pericd?

A That's corract.

Q Is theiamount of jas basad upen the maximum
amount of gas that is available to you?

A That's correct. That i3 what New Jersey latural
has ind.icatad is available.

Q To detarmine availability, ars you limited not
only by the gas being for sale, but that thare ara2 facilities
to deliver it to your genarators?

A That's correct.

d Are you limited by the facilities that can
deliver gas to your genarators?

A Very limited.

Q To what extant dces th2 6,300,700 cubic feet

| relate to the maximum capacity of the pipeline to deliver

23 ||

gas to your generation?

A That represents abcut 65 percent of the line
capacity.
Q And what i3 the relationsaip of the line capacity

for the paricd of tire when you would be able to durn gas
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when ycu nea2d that ganeratisn?

(v

About 70 gerc

£07

nt excluding waeksands.

Ara you saying, therafora, that if thars vwesa

additional suprlies available it would caly rapresent that

additicnal 30

A

percent?

Approximately bacausa the units ars:

at racduced

loads Quring the woekand sc gas weuld not be bummed,

Q

I am trying ¢to get, ilr. Coldstain,

to, ia

veur projacticn, i3 there any period of tire whan you could

usa gas which are not budgeted becausa the gas is not avail-

able or ars you

the gas you can

availability cf the units and the availability cf

nission to the units?

A

e are budgaeting all tha gas we can

have been tenderad.

Q

in 2ffect saying that you ars budgating all

possibly use taking into censideration tha

the trans-

’ that we

So that whether or nct otaer factors weculd in-

crease the availability of gas in the national markes, it

would not increasa the availability of gas to you?

A

2

That's corract.

Mp, Makul r2farred to deragulation.

Sould you
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® And what does tiiat due %g?
A That has t2en due to a warm winter saveral

y2ars ajo, rather a warm winter ¢ also partially due to

increaged cost and incraasad pricas,

Q Increased prices draw cut new asupplies?
MR, KIRSTZEN: thcught I was still on
radiract.

JUDGE MARSHALL: Ixcuse ne?

MR, RIRSTEN: I don't m2an to iaterzupt
Ar. llakyl e-

MR, MAXUL: I didn't knew !ir, Kirstan
wasn't dene,

Let lMr. Xirsten finish his radirvect.

MR. XKIRSTIN: Thank you.

JUDGZ MAFRSHALL: Excuse re, In view
of the fact that there is still scre radirect
and recross and in viaw of the fact that we
have been going on for an hocer and a half ncw,
maybe we ought to taka a break.

MR, MARUL: I think if we go on we will
probably be done in 10 minutes,

JUDGE !MARSHALL: All wight.

MR, KIRSTEN: I have no further gues-

tions.
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would you a¢ree thaea, iz, Coldat

w
s |

drawn cut naew supplies?

A In ona instaace, no.

Algerians are trying to gat higher »zicas

that is being bacited ocut of the markstplaca.

cne percent of our supplies.

i I think ny l2st guestion ta:

was =ending &

digaer pricay -- 4ha

-

ighor pricas har-
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Q Mr. Coldst2in, I an sure we can alwvays find

examples and excapiions dut gansrally vou just stated that

one of tha reazoas why we have a bubbla is higher prices,

Do you disagres that the higher orices have generally drawn

cut additioral supplies?

A Yas., Thera ar2 genarally correlations, Higher

prices hava increased well drilling activity.

Q Mr. Kirsten was asking you quastions atout

not
whether or/you were burning all the gas at Sayreville which

you can econcnically handle and your resgonsa was we're

burning all the gas that we are being tenlared, Is that

one in the sane that what you are balng tenderad is all you

can burn economically? What if more is being tandered at

tha sane prica, do ycu have that capability of using it?
A We cannot use 100 percent of our line capacity.

Technically, no, 1If sorebody was to tender us the maximum,

axtend cur line capacity, we cannot burn it.

Q Why not?

A For technical reasons. The boller wculd not

be able to handle it.
Q What is the upper limit assuming no pipeline
limitations or even eccnomic considerations, what is the

greatest amount of gas that can be burned at Sayreville in

any given nonth?

A Right now 8§30 MCF goes into Sayreville, 830,000
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MCF's. That is divided S50/50 between tha tus boilars, Cne
boiler can handla the 2atira load sut tachnically you would
busn the Lollar out 30 wa 321it it 59/50.

Q Taa 232 result than is wvhat fuzl aix is being

burned at Sayrevilla as a mixtura of gas and oil?

A Ccrrect.,
Q what 1s that gcxecentage, that mixture?
A To the extent that we split the gas, 50 perceat

goed into one boilar and 50 ia the other and 50 parcent repre-
sents cil, you can go as high as G5 percent in one toller.

Q Siuty=-fiva percent gas and 35 percent oil, is
that the sesponsa?

That would be ny bust guestinmate,

;l

Q yhat has haprenad %o the gas supply picture
that caused JCPSL to increase its gas consumption sstimate
between the tine of the three plus nine and three plus nine
adjasted budget at the Sayraville Station from the period
fron January £o Avgust of 1331?

R e have tean told that additional gas would
be availadbla Ly our supplier,

MR, MAXUL: That's all for Mr, Gold-
stein.

JUDGE MARSHALL: Any further questions?

FURTHZR REDIRECT ZXAMINATICH

g Rl st M
- .11 x\-..s & wint 3



ToRm 1o

BATORNE w0 eren

FENGAD L0

10

11

12

13

14

2ollstain = redirect 613

-

Q #e, Coldstein, an I claar that in rasponse to
your quastions frem 4z, Makul, that it i3 falr %o say that

your pressant bulget ccatomplateas buraing all the gas that you

A That's corzrsect.
2 An I also clear %hat gas in general has a

kY That's cozracst,
n mhat 17 thara wvar: mora gas avallable, if this

avallasility of 3az incraazad by scme magic, by some explora-
tion, by seme new find, it weuldna't change your ability to
maxe use of it?

A That's corrsct,

MR, KI2aT=ZN: Thank yca. I have no

e B

FURTHER RECRCSS EXAMINATION
BY MR, MARUL:

Q You are aayiﬁq that you ars interrupted some

days on scme supplias fron New Jersey Natural, is that not

true?

A That's corract.
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market, micht this not incrzasze lew Ja:rsoy illatural's suppl;
' - -

and thereby have th2 cffzxct of roduca the nuzber of days
of interruption %0 Jersecy Contr:al?

A We cculd nect g2 any more gas. e weuld not
raceive any more gas under that scenario,

Q T2 ¢ha nunbor of davs of interrurticn went

down voua would not recz2ive any mere gas?

¥R, XIESTEY T think the witness
has tes+ified thast ¢the budqgat does not con=
template any interrupiion, Therefors, if
hypothetically there was an intarruption
it wouldn’s changs the amcunt that he is
budgeting., I% certainly would change in a
hypothetical world the amecunt of gas that he

would get but that hasz no relevance to the

amount of cas ther are budgeting,

Q Mr, Coldstain, 1s that true, the budget antici-

pates no service interruption
A We ara assuming an interruption., We are
assuning a 30 day intarruption at Sayraville,

Q And a §9 day i{ntesrrupticna at Gilbert?

-
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That is what Elizabethtown has told us,

MR, MALUL: BSack into Mr, Xirsten's
court,

JULGEZ MARSHALL: I presuza that i3 a
statement, tliat 2e has no more questions and
I'm looking to sce if anybody else has any
wore guestions.

MR, SAARADNIX: After reviewing my
notes during radirect, I have scxme. There
wa3 oae gqusstion I cverlooiked that I would

like to pose to Mr, Goldstedin,

CROSS EXQAMINATION
BY MR, SAIRADNIR:

Q

potential
Mr, Goldstein, you testified about a/new coal

contract whica you anticipate would take effect in March

and a petential 30 percent increase in production cost i3

{imminent from that, is that correct?

A
supplier,

Q

Yes, that was the best guestimate of cur

Am I correct in assuming that that 50 percent

figure has already been anticipated and is in fact factored

into your ccal escalation prices for the LEAC periloed?

A

o

No, it is not,

S¢ tha 13 percent increase that you menticned
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does nct take into account aay type of cettlement with re-
spect to the coal strilka?

R Mo, That was an estimata of the cost of pro-
duction increases due to tha connection of one mine to an-
other. I alsoc escalatad tha 1931 ccal costs by 12 percent
which does not includs the 15 percen: sattlement.

then thers is no

o

Q So in essence I take i
factor whatsocever with raspect to any potential settlement
at all?

A No.

MR, SANRPADNIR: Thank you.

JUDGE MARSERLL: Anv further gquestions?

(No respcnse.)

JUDGE MARSEALL: I would like to thank
Mr., Goldstein for testifying. We will now
adjourn this hearing to meet at Sparta High
School at 7:30 this evening and we will be
here back in Newark at one o'closk tomerrow
afternocon.

Ar » there any further things that the
parties wish to bring up before we adjcurn
right now?

(No respense.)

JUDGE MARSHALL: Thank vou,

(WHEREUPON, T2E HEARING WAS ADJOURNED

TO 7:30 P.M., AUG, 25, 1980 AT SPARTA HIGH SCECCL.)
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