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in re:

Before

THZ PSNNSYLVANIA PUBLIC UTILIDY CCMMISSION
~=0lo~~

R-80051136«Pennsylvania Public Utility Commission,
et al. versus Metropolitan "dison Company Investiga-

tion into & requested $76.5 million dollar rate
increase.,

C=-80072105~Metropolitan “discn Ccocmpany varsus
Peansylvapia Public Utility Commission Complaint
against temporary base rates fixed by the Commission
in its Order cof May 23, 1980 at 1~79040308.

R-80051197-Pennsylvania Public Utility Commission,
et al. versus Pencsylvania Zlectric Company
Investigation into a requested $67.4 million dollar
rate increase.

C-80072106-Pennsylvania Rlectric Company versus
Pennsvivania Public Utillity Commis3sion Complaint
against temporary base rates fixed by the Coamission
in its Order of May 23, 1980 at _.~79040308.

Hearings.

-=0Qo==
Stenographic report of hearing held
in Hearing Room No. 1, North Office
Ruilding, Harrisburg, Pennsylvania,
Thursday,
November 13, 198)
at 10:10 o‘clock a.m.
ceglo=~

JOSEPH P, MATUSCHAKX, ADMINISTRATIVE LAW JUDGE
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3;;Marvia Raber 426 431
4  Walter T. Hood &34 434
£ | Robert C. Arnold 359 165
6 |
!
7
£ INDEX TO EXHIBITS
10
AET-ED
B ¥o. C-33 =~ Document entitled Typicai Bill
- Comparisons, Penelec and et-Ed
“’ Compared ¢o other Penansvivania
73 ‘4 Utilities . . - - - . - . . . - a L]
:47 No. C-34 - Document entcitled Request for Support
1 of the 59 Application Fee made at an
. informal conference with Pa PUC Staff
B f On 10/16/80 . - - - - . . - . -
Vi No. C=35 ~ Docurent entitled NT 75 . . « . . .
. No. C-36 - Document entitled NT 70 . . . . . .
Y Mo. C=37 ~ Document entitlad NT 75 . . « . &
No., T-27 = Document enticlad GPU Stockholder
- Survey 1930 ¢ .- e
12 ¥o. 7-23 - Document entitled Agreement of
ol Settlement aad Compromise . . . . -
22 | . .
“* 1 No. V=24 - Document entitlad Opinion No. 97
‘,,3 ' FERC » - - » a
Ne., G-22 - TDocuxent eatitied Resconse to
Prosccutery Staff Valuztion intzr-
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No. G-23

No. C=24

No. €-26

PENELEC

No. I-28

No. I-2%

No. E-23

No. G-1

G-2

No.

No.
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350-4

IDENTIFIED
Documeat entitled Response to
Prosecutory Staff Viluation Iater-
rogatory No. 7 s s 8 6 8w be 354
Decument entitled Response to Prosecutory
Scaff Valuation Interrogatoery No. 8 354
Document entitied Responsze to Prosecutory
Staff Valuscion Interrogatcory No. 9 . 35
Document entitled Respoase to Prosecutory
Staff Vaiuzticn Interrogatory No. 10 . 3154
Document envitled Response to Inter-
rogatory No. 15 by Abex Corp., et al. 354
Document entitled Respeonse to Inter-
rogatory Ne. 107 of Set Four of
Consumer Advocate Interrogacories . . 354
Document entitied GPU Stockholder
smey 1980 - - - . - . - . . 355
Docurent entitled Rate Base-QOriginsl
Cost and Trended Cost at Future Tesc
Yesr End, ifarch 31, 1981 > » 355
Document entitled Rate Basze-Original
Cost and Trended Cost at Historic Test
Y2ar End, March 31, 1380 v & g s 355
Document eacitled COriginal Cost
Functional Plant and Depreciation
Reserves at Future Ta2si Year End,
m:ch 31’ 1981 - - - - o - - - - 355

cuzent entitled Original Cost and

rended Qriginal Cost Functional Plant
and Depreciation Reserves at Future Test

Year End 3/31/81 s it wE
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INDEX TO EXHIBITS
{Continued)

IDENTIFIED

- Document encitlaed Qriginal Cost
Functional Plant and Deprsciation
Reserves Activity for Future Year
Ending 3/31/81 e e e s (S

Dorument entitled Trended Cost-Plant
2ad Deprecistion Reserves Activity
Opdated from 9/30/7% through 3/31/80. 355

Decument 2ntitled Calculsation of
Depreciation Accrusl on Data at
3/31/81 AT AP - .

Document entitled Calculation of
Depreciation Accrual Eliminstions on
Dau at 3/31/81 . - . . . . . - - 355

Document entitled QOriginal Cost

Functional Plant and Depreciation

Reserves at Historical Test Year Lnd
3/31/80 N S . - .

Decument entitled Original Cost and
Trended Original Cost Functional

Plant and Depreciation Reserves ac
Historical Test Year End 3/31/8¢C . . 356

Tocument entitled Criginal Cost
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THE ADMINISTRATIVE

AW JUDGE:

Bafore we get

! started, we have a joint hearing “ocay and we'll have a

»

!
]
“

number of joint hearings involving

Ccmpany and Peneleac.

26t Metrocolitan Zdison

The qu=stion arises

' transcript, as to the page numbers.

as to the nature of the

It appears that as of

‘this moment, the page aumbers of Peneslec are higher than

‘Met-Sd. We will continue paging the joint hearings in

i
|

»

Bl s

 accordance with the »232s of Penelec.

1f they don't coincide

with Met-Sd, we will lzave those pagzs blank so that anyone

lcoking at the transcript will be looking at the same page

:numbers in either case.

' follow the paging of Tenelec.

4

Do you Counsel understand?

We will

If the page numbers of

iMet-Ed do not ccincide, for instance, if there is a 5 page

1

jdiffetence, we will leave those blank and continue on with

' the same page numbers in both cases so if you have che

‘transeript, you can ref2r to either case and it will be the

Same piage number.

- confusion.

scwe exhibits

at this noint

MOHRBACH

~
=

Is there any preliminary matiers?

MR. OGDIN: Your Honor, we have distributed

this morning. I marked chem for identification

in time?

THZ ADMINISTRATIVE LAW JUDGRT:

Otherwise, there will be a 1ot of

Very wall.

MR, OCGNSN: We have distributed to the

MARSHAL, 'NC. = 27 M. LOSKWILLOW

AVE. -

HEARISSURG, PA

17112 -




352

~u -

*
\

1 ;parties and handed to the reporters

~

3 coples of the following

4 ﬁ
. 2 ‘exhibits: C~33 through C-37, 3«27, and 1 am sorry, this is in,
3 éMet-Ed., F=23 and F-24. G-22 through G=26, I1-28 and 1-29.
41 In addition, in Met-2d we have distributed

3 'to the parties responses to several rate structure and rate

/of return interrogatories. We have noc had those marked {or

L))

i
7 ithe record at this time.

s ———

L]

In the Penelec proceedlng we have handed te

{
1

3 ‘the parties anc to the reporter copies of fTxhibit T-23, 1-28,

3321-29 and the following substitute pagss for exhibits in the

;ﬁEG series.

1:; I might note that Mr. Garland will be here f

. i3 ‘:tomrrow and will be presenting scme testimony as to the ,
i+ |Teason for these substitute pages.
if% Thay congist of Sxhibit G-l, page 2; G-2, !
;5 page 2; G-3, pages 2 and 3; G-4, page 2; C-6, page 2; G-8,

7 'pazes 1 and 2; G-9, page 1; C-10, pages 1 and 2; G-12,

10 'pages Z and 3; G-13, page 2; G-15, page 2; G-17, page 1;

-*'G-18, pages 1 and 2; G-19, Volume 1 substitute pages for some

o of secticns 1, 2A 2B and 2C and Volumaz 2 of Exhibit G-19,

;i ‘some substitute pages for certain sections la, 13, 3C, 3% and |

23 I just might note f£or the reporter's benefit
’ 2+ .X hDava a typewrittem sheet of the varisus changes .and I would

;5 be Ziad to make that available to tha reporter or any of the

L L@GRWILLGOW AVE. = HARRISAUNG, A, 17112

s e MGHARBACH & MARSH WL, NC. ™ 27 L
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: parties if any desire to have it.

Yeour Henor, in addition for both cases, 1

AL

A

i mentfoned there were certaln responses in the rate of rsturn

-

{area. Let me identify what requests wera responded to.

1
]

1 Responses to the Consumer Advocate rete of return

f
| interrogatories which are being made available for inspection
!

| and copving today are aumbers 41, 43, 49, 52, 53, 54, 55 and

1 36.

Responses to the Consumer Advocate rate of
§return interrogatories which were distributed te the active
| parties include number 40 42, 44, 45, 46, 47 48, SO and 51.

I think that econcludes the marking of the

. B Y ST S

exhibits.

‘ (The following documents were procduced and
‘ warked for 1dentification as follows:

- -

(Ao document entitled Typical bill comparisans,

Peneles and Met~Zd comparad to other
Pennsvivania Utilicies was marked Met-id
%xhibit C-33 for identification)

(A document entitled request for suppor: of
the $5 application fee wade at an laformal
conference wich PAPUC Staff on 10/15/80

. was marked Met~Ed Exnibic C-34 for

g identification.)

(A document entitled NT75 was marked Met~id
Exhibit C-35 for identification.)

(A document entitled NI170 was marked Met~Ed
Exhibit C-26 for identification.)

| -

|
)
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(A document entitled N.T. 75 was marked
Met-2d Exhibit Ce37 for identificaticn.)

(A document entitled GPU Stockholder Survey |
1980 was marked Mec~2d Exhibit =27 for
identification.) . |

(A document entitled Agrecment of Settlement !
and Compromise was marked Met-2d Sxhibit |
F~23 for identification.)

(A document entitled opinion number 97 FERC
was marked Met-Zd Exhibit No. F-24 for
identiflcation.) |

(A document entitled Response to Prosecutory
Staff Valuation Interrogatorv No. 6 was marked
Met-Ed Txhibit C-22 for icdancification.)

|
(A document entitled Response to Prosecutory '
Staff Valuation Interrngatory No. 7 was |
marked Met-Ed Exhibit G-23 for identification.)

(A document entitled Response to Proaecutory
Staff Valuation Interrogatory Ho. 8 was !
marked Met-£d Zxhibit G-24 for
identification.)

(A document entitled Response to Prosecutory
Staff Valuation Interrogatery No. 3 was
marked Met~Ed Zzhibit G-25 for
identification.)

P NUURICNSSRE: NSRSt

(A document entitle d Response to Preosecutery
Staff valuation Interrcgatory No. 10 was
marked Met-Ed Txhibitc G-26 for
identification.)

Iaterrogacory No. 15 by Abzz Corporation,
et al. was markaed Penelec Sxaibit I-28 for
identification.)

(A document entitled Responze to §
f

(A document entitled Response to |
Interrogatory No. 107 of Set Four of the
Consumer Advocate Interragatories was
marked Penelec Exhibit I-25 for
identification.)

AASHMAL, INC. = 27 N. LESKWILLOW AVE. = HARRISGURG, PA 17112 e cmesd
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(A document entcitled GPU Steckholder Survey |
1980 was marked Penelec Zxhibit 2-23 for |
identification.)

{A document entitled Rate Base-Original Cost
and Trended Cost at Future Ta2st Year 7ng,
March 31, 1981 was marked Penelec =xhibit
G~1 for identification.)

(A document entitled Rate Base-Original Cost |
anc Trended Cost at Historic Test Year =nd,
March 31, 1980 waes marked Penelec Ixhibir
G=2 for identification.)

(A document entitlad Original Cost Functional
Plaat and Depreciation Reserves at Future
Test Year End, March 31, 1981 was marked
Penelac Sxhibit G-3 for 1dentificacion.)

(A document entitled Original Cest and
Trended Original Cost Functional Plant and
Depreciation Reserves at Future Test Vear |
2nd 3/31/21 was marked Pemelec Exhibit G-4
for identification.) |
(A document entitled Original Cost ?unctioml"
?lant and Depreciation Reserves Activity t
for Future Year Ending 3/31/381 was marked |
?enelec Exhibit G-6 for identification.) !

(A document entitled Trended Cost-Plant 2nd
Depreciation Reserves Activity Updated from
9/30/79 through 2/31/20 was marked Penclec |
2xhibit G~8 for identification.)

(A document entitled Calculation of
Depreclation Accrual on Data at 3/31/81

was marked Penelec Exhibic CG-9 for ;
identification.) |

(A document entitled Caleulstion of
Depreciation dccrual Eliminations on Data

at 3/31/8lL was marked Penelec Exhibit G-10
for identifidation.) {

(A document entitled Original Cost Functional
Plant and Depreciation Resarves at Histerica]‘
Test Year End 3/31/80 was merked Penelac
Txhibit G~12 £or identification.)

ARSMAL, INC, = 27 N. LOCKWILLOW AVE. = HARRISIURGS, PA. 17112
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(A document entitled Originsl Cost 2nd
Trended Original Cost Functiongl Plant &and
Depreciation Reserves at Hisctorical Test
Year =nd 3/31/20 was marked Penelec EZxhibit
C=13 for identification.)

(A document entitled Original Cosc Functional
Plant and Depreciation Reserves Updatad
With Activity from 9/30/79 to 3/31/80 was
marked Penelec Exbibit G-l5 for identifica~-
tion.)

(A document entitled Calculation of
Depreciation Accrual on Data st 3/31/80 was
marked Penzlec Zzhibit G-17 for identifica-

tion.) |

(A document eatitled Caleulacion of ?
Depreciation Accrual Z2liminaticns on Data

at 3/31/80 was marked Penelec Exhibit G-1i3
for identification.)

(A document entitled Capital Recovery Study
Report cn Plant Investments at 9/30/79,
volume 1 and voluze 2 was marked G-19 for
identification.)

THE ADMINISTRATIVE LAW JUDGE: 1Is there any |

.other greliminsry matters?

‘am witk Merkel, Spang and Weidaer in T2ading, Pennsylvania

MR. SPTICHER: My name iz John Speicher. I

and we represent the American Society of Utility Industrials.

Qur eliznt 135 & non-profit ccrporation whcse members at :this

' time exesed 3300 p2ovle, 2ll of whom are cozmoa stock share-

lbclders

in GPU.

This morning I have filed a petiticn to

intarvene in these mactaers ard have 3150 filed three formel

complaints, two complsints .ire against the Public Utility

Coxmission and one is against Metroncliten Tdiseq, all dealing

MOMREACH T
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* ,wicth the ma ters presencly before Ycur Honmor.

LSV

G
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h v

|

|

| |

? | whe~her we have an objection or not. @
|

:

|

It is our clients’ position that through ‘

these three complaints and the vetition to intervena we

‘would like to formally intervene in the preseh: matters. We

. weuld be willing, of course, to accept the record of all

| these hearinge as they oresently exist ond ask that Your Honor;

1

“sonsider these ms.ters at your earliest possible time. i
4

; THE ADMINISTRATIVE LAW JUDGZ: You want to |

intervene in both cases’? i
MR. SPEICHER: Yes, we do. '
THE ADMINISTRATIVE LAW JUDGZ: Aay objections?
MR. BARASCh: I would like to review this

?complaint and petition for intervention tefora we state

| MR. McCLARZN: I will join 1in chat.

THE ADMINISTRATIVE lAW JUDGZ: We will defer
;:uling on your petition for the time being, Mr. Speicher.

MR. WISE: Your Honor, wiil copies of the :
'peticion to intervene bz made available to active parties? |

THE ADMINISTRATIVE LAW JUDGZ: I beliave

M. Speicher irdicated he had scme.

I S DD —

MR. SPEICHER: I have scme svailable copies

| of the petition. T can alsc bring more tomorrow morning if

+, the2 parties would like. I could get a head count. I could .

<> have all available copies tomorrow morning.

A e MOHRBACH & MATSHAL. INC. = 27 N. LOCKWILLOW AVE. = HARRISOURG, PA. 17112
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7 Penelec which purchases large amounts of powar.

f;granted.
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THE ADMINISTRATIVE LAW JUDGI: Very well.

There is another petition to interveme Ly the |

|

Aamnermill Paper Cowpany wilch 1s a customer of Penelec. They

wish to intervene in the Penelec case.

D i =

Any objections to the peticion of Hammermill
]
| MR. SUFFIAN: No objecticn.

Paper Company to intervene?

y THE ADMINISTRATIVE 1AW JUDGZ: The petition

:

iirdicates that Hammermill Paper Company is a customer of

MR, BARASCH: We would nave no objection

_jbased on that allegatio,j_

.-

THE ADMINISTRATIVE LAW JUDG?: Very well.

i I

i |The petition of Hammermill Paper Company to intervene is |

MR. BARASCH: At whataver point we are
iEinished with preliminory matters, before we sce the Iirst
‘witnees, I would like to request a two minute recess before
'we get to that point. f
THE ADMINISTRATIVE LAW JUDGZ: Are tchere anyi
‘ather preliminary matters? let's take a short recess. |

3 (Whereupon, a short recess was takea.)

MONARBACH & MARSHAL., !INC. = 27 N. LOSKWILLOW AVE, = MHARRISEURG, PA., 17112 e
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BY MR, STRAHN:

G Q
t.

A
i
.: Q
{ 3

Jersey.

1
i Q
' capacity?
{ A

2

RUBERT C. ARMOLD, called as @ witness on

* e | - o . B 3 5 & PP ~ - e 1 «
88 20nAenLS 4 AVLNL oeen UL SWOTH acClTding

. § te law, was examined and tescified as follows:

DIRECT EXAMINATION

Please state vour full name fer the record.
My name 1s Kobert C. Arnold.
What 1s your business address?

100 Interpsce Parkway, Parsippaay, New

By whom are you employed and in what

v

n— i . S e . 1 1 Attt e e )

. i i A S e ————
T ————
R e e ——

1 am employed by the GPU Service Corporation!

and 1 am in charge of all of the nuclear activities of the

Genzsral Public Utilities System, and in that capacity I am

an officer of the GFU Service Corporation, Vice~President,

. and T am also a Senior Vice-Presideat of Metropolitan

Edison Cempany and Jersey Central Power and Light Company.

RCESGEERS

Q

I currently am located full time at Three

Mile Island and provide dirsct msoagement and overall

superrisioa of all activicies related to Three Mile Island.

Mr. Arnold, what is the purpose for your

appearing today?

o‘.

e ee MOHABACH 3 MARSMAL, INC. =~ 27 N. LOCKWILLOW AVE. =~ HARNIGSURS. PA, 17112
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L]
{ iquescigqs of the Public Advocate, specifically Public Advocate
|

‘ 5 | Interrogatory Question 3 and chree sudquestions ©o chat,

3 | Questions %, 9B and 9C, %
4?4 MR, STRALN: I would note for the record that;
5j Mr. Arnold iz referring to Consumer Advecate Interrogatory {
5% No. 9 in the Met-Ed case and Consumer Advocate Interrogacory g
7i Ho. 8 in the Penelec case, r*» first sets of interrogatories i
34 from the Coasumer Advocate in those respective cases. !
o : BY MR, STRAEN: '
i0 i Q Mr. Arncild, referring to the interrogatory, f
11} the first parc of it begins: Provide the most recent estimaté

1 for the return of MI~1 to service including an identificatioé

cf the variocus regulatory steps required to return the unit

Y
W

e — - s —— i

to service and the anticipated schedule for the completion

14

A5 of these steps. i
iéf Can you give us a response to that, please? |
1yf A Yes, sir. The schedule for return of TMI-1 3
18 | to service will be determined by the schedule of the Atomic
ic Safecy and Licensing Board, normally referrad as the ASLB, |
o | hearipgs and the resultant Nuclear Regulatory Comnissicn

37 1 cecigsions. ;
29 | Qur most 1likely estimate for weturn of full |

.~ power sa2rvice is the fourth quarter of 1981.

1

’..l

. 20 8 This assumes that the restari of TMiI-1 wi

be authorized before the end of the third quarter £olliowed

M2 IRABASH O MARSHAL, INS. = 27 N LECKWILLSW AYE. = HARMRISDURE. PA. 17112
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—— o

| v by two to three months of scart-up testing and ascension to

£:411 -~
R el BN P'-"-era .

The MRC proceedings can be grouped into three
| 8eneral steps.
Step one is an initial prehearing, discovery i

' and written testimeay phase.

)

Step twe is the conduct of the hearings them- |

 selves and the issuance by the ASLR of a recomaended decisionj

Step three 1s a formal NRC revirs of the ;
é ASLB's recommended decision and an crder authorizing restart. |
Ia the Nuclear Regulatory Commission's |
; August 9, 1979 order, 180 days were tentatively allocaced
: for step one, 155 daye for step two, and 35 days were a.ssumecl.i ‘
3 for step thres.

This schedule would have meant the start of

the ASLB hearings in February 1980, two months of hearings

fallowed by a recommended ASLR decision in July 1280, and a

Commission crder by September 1980.
The asctual stcart of hearings cccurred on
~-tober 15. 1580 and there appears to be no pecssibility that

tne heariags will be completed in less than five or six

I N ————— G < ————.

months from that dste. , (
Q Thank vou. .Now I direct your actentlion to |
sub-Paragraph A of the interrogatory where it states: ‘

For each regulatory step indicate the

———— M ORZASH 8 MAASHAL, INC. = AT N. LOCKWILLOW AVE. = M.LARNIIIURG, PA 17912
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X A There are five major assumpiions underliving
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responsible regulatory body, the steps required to De

1

- - § L avrm mamls ladsr vad 1 - -~ T4 e PR | &
coumpieced beifore each body will complete its auproval L0

"

the tecursn to service, 2nd the relevant jurisdicticn of each
tody over return to cservice and operation of TMI-L.
Can you givs us a response to that, please?
A  Yes, sir. For all the regulatory sceps the
NRC retains primary jurisdiction. For one hearing issue the ;
Federsl Emergency Management Agency also retains a regulatoryf
approval jurisdiction over state and local smergancy olans.

These steps required to be completed by the

MRC are identified in the answer to Question 9.

The Federal Energy Management Agency must

e S E————

complete its review and approval of state and local emergency

i plans prior to the restart of TMI-1.

Q Sub-Paragraph B asks that you provide the

sssumptions made in determining the anticipated schedule

1

for completion of each of the regulatory steps required prio

to the return of THMI-1l to service.

Could you give us those major assumptions, |

please?

the anticipated return to service schedule.

The first one is that the ASLB hearing
will not exceed six months.

The second is that the Nuclear Regulatory

DACH & MARSHMAL, IMS. ~ 27 N. LOGRWILLOW AVE. = HARRISIURG. PA. 17112 cemecaemmmesad
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| Commnission will promptly decide whether the issue of

|

.

psychwiogical discress is to be considerad in the restart
hearing, and, if so, that hearings on the issue can be

accommedaied within the six months hearing time.

|
i
|
}

Thaird, that ™M1-1 plant medifications requireJ

prior to restart will not dififer significantly from the shortﬁ

term items identifiled in the Commission's August 9, 1979

order and that TMI-1l will not be required to meet longer

| term requirements prior to restart, which at the time of

—

restart have not been required for other opsrating auclear

power plants.

]
|
|

i

|

Fourth, that by the time of the ASLE recommenced

decision TMI-1 will have completed all actions required by
that decision to be completed prior to restart, that the

Director of Nuclear Reactor Regulation will promptiy certify

such completion to the Commission, and that in accordance

with Section o of the Commission's August 9., 1979 order the

Commission will within 35 days lift the suspenslon of THMI-1l's
operatcing authority currently in effect.

Fifth is that the Commission will mcdify
les August 9, 1979 order so as to permit prior to restart

authorization the conduct of hot functicon2l testing of plant

systems with heat generated solely from the reactor coolant

|
pumps and with the reactor remaining fully shut down and non-
{

|
|

critiecal.
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A regquest for modification 3f the August 2,
1975 order is Deing prepared by lMei-Ed. :
Q I direct your attencicn to sub-Paragraph C ;
i
1
i

of the intarrogatory where it asks whether or not the company
anticipates that there will be appeals from a possible NRC

deciszion to the Tederal Court system and indicate what

time has been allowed for gsuch appeals in the TMI-1 return;
|
schedule. |

Can you respond to that, please? |
|
A Yes, sir. the question of whether appeais

!
1

from & possible NRC decision will be made to the Federsl

|

Court system is highly speculative as is the guestion whether

the courts might stay the NRC decisior pending determination |
|

of the appeal.

o s

We would hope and anticipate that the ASLB

hea-ing would provide a clear ccnclse record which will lead

e ——- . —————————

to 2 favorable orde- for restar:z.

While we have no facrual kaowledge of appealé
that may be filed, it is our understanding chat one intervenor,
che Unicn of Concerned Scientists, has indicatced 2 potential
appea. :o the courts on the lssue of post-accident hydrogen
control within containment.

We cannot verify whether this or other i
sppeals will in fact be filed. e time has been allcwed

or delav due to such 2oveals in the TMI~1 restart schedule.
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MR, STRAHN: Thank you. That is all we have

2 | of the witness, Your Heaor. .

B3}

THE ADMINISTRATIVE 1AW JUDGE: Does the ;

4 | Comnission 'taff have any cross-examinatioa? |

5A§ MR, SUFFIAN: Yes, we do, Your Honor.

! |

7 1 CROSS-EXAMTINATION |

8? BY iR, SUFFIAN:

9% Q Mr. Arncld, T would ask you to pardon me if j
10 € 1 cover some of the things you have just stated a few momencs‘
il i ago. We have not had time to review that. We just heard j
12;3 that now. ?
13 A Yes, sir. l.
14$ Q 1 believe you stated that you expect TMI-1 I

is  to be in service in the fourth quarter of 1981 and chat it
16f will be 2uthorized to restart in the third quarter, is that
171 correct? l
18 | A I don't believe that in my response I used |
19;. the terminology of in service and I think some discussiorn

2n | of that would be necessary to identify which of the dates 3

should be called in service.

s MOHABACH & MARSMAL, (NG = 27 N. LOCKWILLIW AVE., = HARARISBURG. PA T2UIL e e e

3 |

22 ; What I testified to is that we would antictpdte

23 é authorization to resume oneration of the unit in the third i

e j auarter, and if that is done, we would expect to be through

o

;5 the start-up testing program that will be necessary to the ‘
\
|
|
|
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4
‘

poinc of return to full nower operation during the fourth

II’ quarie:

3 % Q Have yocu stated in your testimeny whether ,
1: this auvthorization in the third quarter and 2tart-up in the :
3 g fourth quarter will depend upon the hearings before The ASLB ;
5€ and tihe decision of the NRC and when it takes place? |
q; A Yes. i
s

8| Q How certaln is the schedule that you have
2 % sat forth for the different activities before the ACLB and |

10 ; the NRC that they will aanerz to the time 1limit set forthn

that you testified to?

A I don't think that I can quantify that

fmt
L 2N

Rt SR IR W SOE SRR

-

certainty. In a qualitative sense I have described it as

". 13

& most likely estimate, and if I might stand on that scme-

o —————— ————— e R

ig
(5 what, the estimated time for the duration of the hearings
6' provided with the August 9, 1979 order was 50 days.

i As we have gone through the preshearing 5
.o Processes it seems clear to us that it will not be complet: |
. in 50 days and our best estimate right now of how lcag they

will take, given the contentions that have seen admitted ;
ay i ints the hearings, i3 six wmonths.
w?f; in terms of the balance of zhe schedule for |
22 §
- 3 the hearing process, that is, the post-hearing development
. of the recommeadations of the ASLB, the oppertunicies foz
‘ ‘ filing" Ly the various parties to the hasrings, and t2:2

Ex & HARSMAL, ‘ME. * 27 M LOAXWILLOW AVE. ~ HARRISSURG, PA 17112 comme e
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. subnission of & recommendad decision to the NRC by the ASLB

SN

e .

16

17|

18

o N B T S R

S

snould not, in my judgmen:, de significantly longer because ’

-

the heariag was longer.

20 days for that in the August 9, 1579 order is scill an
apprepriate assumption for the ¢ rient schedule estimate.

Q Then you are saying that even witn those
new developments you expect start-up to be in the fourth
quarter of 1981, that these won't charge your estimace that
you have testified to?

A No, I thiok my testimonv is that I expect
start-up to occur in the tbi:d quairter =--

Q I thougat that was sucherization in the
third quarter?

A And we would anticipate that we would be

at the point to go immediately into, or within s matter of

a very few weeks, perhaps two or three weeks, to go into the 5

start-up of the reactor once we have received authorization.
Q Now have you testif ed that you expect
raturn to full power of TMI-1 in *ne fourth juarter of 19817
A Yes.
Q In the fourth quarter of 19317
A Yes, sir.
Q Will that also incliude return to commercial

service in the fourth uarter of 19817

e mimrines (A IHRJACH & MARSKHAL, INC. = 27 M LIGKWILLOW AVE. = HARNISSUREG, PA. 17112 e e
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A I thiak commercial service is an accounciag
‘ . distinccion aot an operational distinction. As far as 1

know, from an acecounting staadpoint the unit is sciil ia

(%

service even though it is not recognized in vate base for ‘

f

rates set by the Pennsylvanla and the New Jersey Commissions.!
|

So I don't kncw, frankly, how to answer that |

, | Question frow an accounting standpoint. We would be producing

=8

power and delivering that power tc our customers about the |

5
{

3 i ond of the thir? quarter, beginninz of the fourth quarter of
1 1

1o+ 1981 with our present schedule, and we would have escalated |
4

throuv a the power ascension testing we anticipate by the 2nd
15 | ©of the fourth quarter.
. 13 | Q Then are you saying that the return to full
power would be equated with being capable of serving the
comrercial customers fully?

A No, I would not make that distinction. I
17 T zuess from an operationsl standpoint I would expect that

cace the ualt is synchronized with the grid and startice ©o

3 )

{;f generace energy, that as we have handled units returaing
5 from long outages in the past, that effectively commences
a1 ] return to operation.

72‘ Q Let me see if T understand your answer., I

am not quite sure. When the uait returns fully to serrics,
et full power., will the unit be able to fully serve ine

coumereial cuscomers?

ASACH & MARSHAL, IMC. — 27 N. LOCKWILLOW AVE. = HARRIGAUAG. PA. 17112 = e
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A I hope I don't sppear co be difficult, but

when you put in the qualifiers tec fully szrve tae needs of

v

customers I am just not sure.
When we come back on liae, while there is a
power escalation period ia waich we do testing, that is not
ifferenc than the process that we go through with other uanitse,

poth fossil apd nauclear, although the scope of the program

varies, and we do restrict the scheduling of the operaticn i
of the unit during that start-up testing in terms cf its |
dispatching from the system operators, sc that in the sense
of having it available unrestricted for the dispatching of

its operation or service to our custowmers, that would occcur

5 with the completion of the testing and that completion would ?

not be achieved until we had gone to full power.

|
|
Q So when you do go to full power then you

will be able to meet the needs of the commercial customers

¢ with Unit 1?

A Unit 1 will be able to make its full

+ | contribution tc meeting thoce needs. ?

Q Mr. Arnold, are you saying that the sasrgy i
from ™I-1 will be available to the dispatcher for commerc:ial
purposes when TMI-1l is restarted and when it is at full sower?

A I think 25 I would understand the question.

the way in which the energy from the unit is handled fror an

. accounting standpeint, that snergy is avallable to the

MOHNBACSH [ MARSHWAL. NG, = 27 N. LOCKWILLOW AVI. = HARRISEURSG, PA. 17112
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| dispatchers for commercial application, that is, service to

cur customers, as soon as thz unit is synchronized with tha
grid and prior to going to full power. 3

There is really no other place to put the

power but into the grid and supply the customers with it.
Q Mr. Acnold, how long is the tasting stzge
for TMI-1?
A We anticipste the start-up testing program
will take two to four months.

0 And when will that commence?

A In the third quarter under the schedule that |

we have and gsubject to the assumptions that I have identified;

in my testimony.

Q So you are stating that t'e test epergy

| during the testing stage will be abl- fully meet commercia 1

needs and you will be =~ © __ power during the testing stage.l
durinrg that two co three-month period which starts in the
third Juarter?

A No, sixr, I sm not. 1 am saying that duriag
that wo, three, perhaps four-month period in which ue are
doing the start-up tescing we will be operating at less than
full power uantil toward the end of that period. The energy ,
that is developed from the time we synchromize thes 3enarator:
with the grid on up through the time that the zenerator is
loadec at the maximum capability of the unit as a whole, is

RSACH & NARASHAL, INC. = 27 N, LOSRWILLOW AVE. ™ HARRISAURS, PA, 179112 cone
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xi beiny delivered inte the zgrid. §
| Q And that is in the fourth quaricer that that |

i would take place?

:% A It will, we »elieve, ocecur partially in the
; third quarter aand partially in the fourth quarcer, with the
6£ full power output being at the latter part of that period in
~ | the fourth quarter.

i! Q How is the test energy treated? 1Is it

o; capitalized? 1s it expensed during che fourth quarter? l
e A I think Mr. Huff is probably going to be the

, one to respond to that.

qQ How do you expect the station to operate

[oes
(3

- once it reaches full power?

i3 g
14 . A We expect it to bs a base loaded unit and g.
155 to be operating at the full capebility of the unit on an hour%
1éi ro-hour basis, with the exception of forced or gchedulied ?
i shutdowns. ;
18 The dispatching cost element for the unit 5
.5 1is such that iz is one of the least incremental cost units :
;Oé available for the grid, consequently it invariably operates é
31é to the maximur extent that it is currently capable of dning.;
3zi Q What do you expect the capacity factor to be;
73j during the initial weeks of operation? é

A Qur experience with TMI-i prior to ths

o

accicanc is that outside of scheduled shutdown it experisnced

L¥ 1Y
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abou: an 85, 86 percent capacity factor.
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that i3 about the capecity factor we assume, but I would have |

to check the records to verify that.

e e S R

(Transcript contiaues on next page.)
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Q And that is during the {nitial weeks of

oY
LR D e N

L)
=S

A No. Perhaps I misunderstood your question.

Q?That was for after we had completod the tescihg program and

5 it was available for dispatching in accordance with system
i

¢ ineeds. During the testing program this capacity faccor

=
i
|
Z joperation that will be 33 days, 60 percent capacity factor? '
f
{
!

‘depends upon the experience during the testing program

-

'obvf:usly, but I would expect it would be on the order over

-

@
=

9§the two to four months period of 30 percent to 60 percent.
1 |
10 Q So during that testing period it will be g
1;?30 percent to 60 per mt, you say? f
1 i
iz A Yes. |
®
1 Q And then after it is fully syncronized 2ni i

ﬂijyour full power output, it will be at the 35 percent to

L

586 percent level? z
:53 ks It is fully syncronized upor initial

37;svacronization, but other than that, I think yoursst temeat
t3 /is correet, that after we have completaed the test prograw arc ?
* 'have released the unit to the dispacchers for dispatching ir |

< ,zccordance with system meed, I would eancicipate that we wyulc

1 .add about 85 percent capacity factor. 1 am just not sure if

22 ythat is what we used as the assumption for energy outpu: ir
233cu? generation forecssc.
24 | Q Wou ld it continue at that 85 percent to . .

“% B6 percent level during the first full year of operation’

MOHNBACH & MARSHAL, INC. = 27 N. LOGKWILLOW AVE. = HARRISEURSG, PA 1 U 5§ | R mm—————
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r 7

:Weuld that be the average capacity factor during the first

4
3

4 4 full year of operation that you estimate?

3
4
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! zefualing?
;

“ A Lot me see 1f I can sort of genmeralize ¢

A Based upon the experience that we had prior

HTLIIN L

H-t:o unit one's shutdown for refueling before the accident,

, that was our experience. During the period of scheduled

joperations. I would expect that that period would be more ,

| 1ike 10 months rather han 12 months before we would be
| shutting down for subsequent refueling after completion of
?the test program.

Q How long would that take, the subsequent

|
!

i

!
|
]
4
|
|

A I think you may find that first refuelirg
3w111 need to be somewhat longer than routine refuelings

jbecause of some of the modifications that we would have to
‘complete during the first refueling. I think that right

,now, 8 to 10 weeks refueling shutdown 1is reasonable. That .
:compares with what we would hope to do during the routine %
shutdown of about six weeks. i

Q What modification would take place durirg

the refueling?

| the snswer and meet your needs. If not, we can perhaps _cox
1'
|at them item by item, but as a result of the varicus reviews

‘and iavestigations done relative to the TMI-Z accideat, &

number of corrective actions were identified by the Nuclear

HC. = 27 N. LOCKWFILLOW AVE. = HARRISBURES. PA 17112 vt
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Regulatory Commissicn as being required to improve the lavel n‘
of safety of the operations of auclear stations. Some of :
those were identified as shorteterm items, scme were idenfifieh
as long-term items. | i
The Nuclear Regulatory Commissions’ order of |

August 9, 1979 required us to complete all shorteterm items |

prior to restart of the unit and to complete, or excuse me,

- to mzke reasonable progress oca the long-term items. The .

order and the schedule for the original long~term items and

| number of long~term items has expanded since the August 9, 19#9

fthe items have been modified by the NRC over the last year or |

i sc, so that the ones that we would be doing during the first .

. leng-term items that we were not able to complete prior to

. the testart of the unit.

refueling after return to normal operations would be tho:e

Q Doas that account for the lenger shutdown

for the refueling for the first year? You say 6 to 8 weeks

 for the first year you anticipate for shutdown while the

- average is 5 weeks. !

A I chink I said 8 to 10, but it is anticipa:-
icg that those modifications will impact on the schedule that]
I aa foracasting scuewhat longer than normal shutdown. 1 do

net know of any other work in the way of maintenance, {o: ‘

' vexample, that we will have to do during that shutdown thet

. would tend to extend us beyond the 6 week periocd.

e ——
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[ ] 7
i? Q De you expect any other reason to cause a |
? Ishutdown during the first vear of operations besides the ;
3 lrefueling? :
4% A 1 think the i{ndustry's expefience, as well as!

5§that unit experience, is that there are occasional unscheduledf
6?shutcownl to sccomplish maintenance or because of malfunction-?
7%ing of systems that shut the unit down automatically and
nghich have to be corrected prior to returning the unit to ;
9::sarvice. That is it is to accounz for those experiences that '
m%I forecast or project in the 85 percent capacity factor during!
11€the perfod of scheduled operation instead of 100 percent
1Z‘j!capacity during that period, so I am in effect forecasting

131about 15 percent reduction in unit output from its

S —— -

'
?‘1cheoret1cal capablility from those types of experiences.

15y Q Could you tell me whether the refuelirg

45;w111 be done annually?

17§ A well, there may be some variations ia that

13fscheduling. Our prosent plan is to conduct refurelings
|

L9.;bastcally on an annual basis.

aC} Q When did you expect to ask the liceasin:
Zi?board to turn TMI-l back on cor have vou already asked thenm
33§to turn it back on? |
23 A The licensing board does not have the

“* guthority to turn TMI back oc or to give us permission to

“7/start up. In the NRC's order of August 9, 1979, or alse the

MOMRBACH & MARSMHAL, INC. = 27 M. LOGKWILLOW AVE., = HARRISBURG, PA. 17111 v cmemumme
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v

L
i

“ i

1 aJuly 2, 1979 order~~I don't recall for sure which one nouw~= ‘
! ,

% i specifically states that the Commission itself would make '

"

3 ! that decision. {

47 Q To turn it back on? |
5 i A Yes. f
5% Q  Or whether it should be turned back on? |
7 ‘ A Whether or not TMI-l will return to service.

Q The NRC makes the decision when it is

9} returned to service and whether or not it returns to service,

10 : is that correct? i

i1 5 A Yes, i
12;: Q Okay. Have you requested of the NRC that ‘
13 }TMI-I be returned to service?

143 A I think the most meaningful answer to that

15 is yes, and let me explain some of the history in terms of
5 ' background for that answer.

17 | Shortly after the accident, we notified the
1
‘8 'NRC in writing that TMI-l was currently in cold shutdown

-

*7  cendition and we would not tske it out of cold shutdown

2

-

‘without ample notification to the Nuclear Regulatory

21 | Commission of our plane for doing that.

22 In June of 1979 we ldentified to the '
Z3 $Nuc1ear Regulatory Commission those corrective actions wtich 1 ‘
<+ 9@ inteanded to complete prior to the return of unit 1 to

-

“< service, Thos e included the items identified by the Commission

MOMRSACH & MARSHAL, INC. = 27 N. LOCKWILLOW AVE. = HAA®ISEBURG. PA, 17112 -—.
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g - x
fjat chat time as being required for our utility nuclear plant
2§and some items that we unilaterally decided that we weuld
33complete prior to restart. That letter was in effect aznnouncing
4§our intention to restart and was in effect supereceded by the |
SéJuly and August orders of the NRC.

6 ! Prior to the NRC issuing the August 9, 1979

-

i
!
|
!
{
l
|

7jorder, we called for evidentiary hearings that are in progress |

Bitbat I described. We presented--I am not sure of the right

9?cechnical term=~but in effect briefs or petiticns to the NRC j
30$roviding our arguments or opinions er judgements as to why |
12;1t was both unnecessary and inappropriate for evidentiary j
12fhearings to be required to be completed before restart. ;
13; The Nuclear Regulatory Commission ordered 5

14 the contrary to those positions on our part and put us on rhe ‘
' |

Asfpath we are currently following. We have identified in letteré

16 te the Nuclesar Regulatory Commission sincz then the cempany's ;

17.%oncerns still with that process and we are currently in the g
'8 process of drafting another letter for reviewing the situation |
'© as to wherher or not another appeal might not be appropriace

20 zo the Nuciear Regulatory Commission as to the rearing proces:

e

nd whether or not that process can be shortened.

Q Am I correct in understanding that & letier

R e A-..bz

S
(o2
»

was drafted to the NRC raquesting that TMI be caken out of
i 20ld storage and permittad to be placed in service after

-7 pertain couadictions were met, certain conditions which were

MG, = 29 N LOSK'VILLOW AVE. = HARRISBURG. PA. 17112 - e =
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,;prethuisita to the restart.

;4placed back in service because the conditions had been mat
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1
[
L

i ~

; | specified by rhe NRC, is that correct? Did you just testify

Eto that in the beginning of vour answer? ‘
j A Yes. §

' Q Could we have a copy of that letter? j

é A Yes. It has been entered in other proceedingL
fbefore this Commigsion, but we wo:id be happy co supply it.

|
! |
) |
] Q Okay. Am I also correect in understanding, ;
i1 thiank you said prior to the July and August 1979 orders a !

!patition was filed with the NRC requesting that hearings not |
’ |
‘tske place and that TMI be permitted to be placed in service

._?becausa those conditions, which the NRC had dictated, had been

'met. Did you also just testify to that?

1 A No, I didn't. Uhat 1 ssid was that we i’
l
|

ipresented positions that argued .or nmot requiring evidentiary
fbearings prior to restart.
. Q Ckay.

1 A We argued that the optioms existed for less i
' formal proceedings which would not be as tize consuming, znd

> opticns also existed for evidentiary hearings but not a3 a

; Q Was it in a letter to the NRC that you

;speeifically requested that TMI-l be permitted to De

that the NRC dcictated? .

A Well, in the interest of being precise, the

MOMARBACH & MARSHAL, INC. = 2¥ N. LECKWILLOW AVE. = HARRMISBURG. PA. 17112 o
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;' o~ - »
i June letter luformed them of our intent to return the unit to

i
'service. It presused we had the authority to do so upen

:
{fulfilling all our licensed conditions. Thess licensed

‘

¢ scondltions, in our opinion, included conformamce with the
y

jorders and bulletins issued at that time by the NRC to all

jopetating plants, as well as some items that we identified

7 lourseives as heing important to the safecy of operations.

e Q Okay, so it was in the June 1979 letter teo
9Ethe NRC that you specified or you scated your intent to
iC:return TMI-1l to service having ccamplied with the NRC's
iljconditions?

iZ; A Yes.

13? Q Have you any letter or correspondance
I@fspecifically requesting of the NRC that TMI~l be placed back
i‘éin service or have you asked them for a date when TMI-1 can

'é be plsced back in service?
' A I guess as 1 understand the thrust of ycur

L)

’quescion, the answer would be no. However, the wnole orcer

: fprocess and the hearing process have been the subject of

0 \meay dJdiscussicns, correspondance between us and the Commission

! 'aad our desire to return the unit to service as soon as we c&d,

1
|
|
-

consisteni with the safety of operations, has manifested it

1
 'to the Commission.

Q when did you actually expect at any time to

asz the NRC to have the TMI-~l revurred to service?

ASEEE  MOHRIACH & MARSMAL. ING. = 27 N. LOGKWILLOW AVE. = JARRISSURG. PA. 17112 — e




¥

G

Atnolda-cross 80

—— — e — -

-
|
1}

- AW L..b:1

A I think that oy ancwer 1s still that ia my .

’-ijudgment, we have a continuous request befere the NRC to do

;ao and we are reviewlng whether or nct there are additional

fargunents that can be advanced for changing the requirements t

3 . imposed by the NRC prior to restart based upon the sxperience

iof everyone over the last 18 montchs. ;
Q Okay, but there has been no formal request

(of the NRC that TMI-l be turped back on? I meam it is the

‘understanding between the parties, but there has been no

10 tformal request? :

- )

'S

A And I consider that to be a formal request.
! Q The implicit understanding?
A It 1is quite explicit in the documentation.
a4 Q If it were not for the hearings apparently
Iﬂ'in progress which you set forth ia your testimony earlier,
"'how long weuld you expect it to talke tefore TMI-1 could Le
.placed back ia service?
131 A From where we are right now, with the work E
° 'we bave in progress, which onme has to understand we have the |
< splant to some exteat taken apart ss we put into place the
'émodifications, I would estimate that we could have the plaat %
4 §back on line in about 4 months 1f the requirements that we ;
] 4ha:l te fulfill were the same 33 the requirements thet other ‘.

< (plants bave to fulfiil.

MR. SUFTIAN: Thank you, Mr. Arnold. 3taff
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e

L pes 0 further crosseexamination.
2 E THE ADMINISTRATIVE 1AW JUDGE: Coasumer
3 gndvocate?

45 : MR. BARASCH: Thaok you, Your Honor.

5 BY MR. BARASCH:

!
6? Q Good merning, Mr. Arnold. |
75 A Good morning, sir. :

|
8 Q This may be a little disjointed. 1 am going f

9 'te try not to have it disjointed. Now in Phase II of the
10 litigation that we were conducting in the earlier part of this
11 year that led to the decision in May of 1980, you testified

{2 in that regarding the possibility of TMl-l's restart, didn't

lsiyou, sir?
4 4 A  Yes, sir.
i5 | Q  And to my memory, and correct me if I am

” 8

fwrong, in those proceedinge you basically testified that

 GTU expectad the NRC to conclude their deliberations such
8 ‘that you would be able tc bring the plant back Januery 1. 19t1,
9:15 that correct? x
Zoi A Well, the record will speak for itself on
21 _fthat. The schedule has been modified through the last yeor
22§£airly substantially.
73? Q I understand that, but I thiak at the time
“* we were presenting testimony for that proceedings, vou

“> ceferred zo the baginoning of 1981 as your foracast at the

e MOMRBACH & MARSHAL, (NG = 27 N. LOCKWILLOW AVE. = MAARISBURG, PA. 17112 e ot
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Tes

itime and even more specifically, as I recall the proceedings,

7 7and I ex uot veally asking you to telil me what the record

3 | says, but tell me what your understanding of the problem was.
]

q

Ry

' As we move back In time a year or ten
i '
smontha, my memery is that initially the company, through you,

N

6 ;was indicating a return towards the end of 1280 and that by

|
!

7 | the time that we got to the ead of those proczedings, che

‘55company was saying, admitting the dalays in the hearing

i
~

2 §process, that we would expect to return to power generation
iC‘fthe middle of 1981, iz that basically a correct description
11 |of your testimony?

i

iZ | A Yes, I think that is accurate.

Q Now in May of 1980, this Commission removed

i

et

TMI-1l from rate base, correct?

S = S

L5 A  Yes, sir. |

£3

16 Q And at that time the plant was not

i7 :generating any power, is that correct?

3

A Yes, sir.

is Q And to the best of what you understand, the
!

:3§Ccmmission wWas of the cpinion that based upon the evidence

zlibeﬁore them th-: the return of thst plant was neither

]

.
22

B R e

iominent in terms of time nor cartain in terms of outceme,

|
{

e

?3 4s that correct. sir?
24 A I don't think I would want to offer @ i ’

=% judgment as to the basis for the Commission's decision ani
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1

!

'

]

|

|

what was contained in ths order.

P
e S e

Q Have you read that order, sir?

A Yes, I have. |

3
@ Q Are you familiar with the words or concepts |
|
|
3 tha; I just described to you? g

TR 0 L AR I LN ST A i e i

6, A It has been six months or so since I read the

7§6rder, but I don't recall anything inconsistent with what you
§
AaTe gaying.

e

21 Q At the present time TMI-1l isn't generating
i any kilowatt hours of electricity, is it?

4
13 4 A No, sir.

1% Q And under the trial of this case, we can

B e T

-

' 3 ;expect the Commission will be making a decision in this case

iﬁ'ﬁo later than April of 1981, is that correct, sir?

i5 3 Under the nine month filing requiremen:, i

’5'ae went the full length, you would have the final decision ir

7 April of 19817

8 | A Yes, sir. 1 would hope it would be advancec

h
“ from that somewhat.

0 Q But at the vary least, you are guarantaed

»

31§ycu will get the full amount of your rate relief on the

A
“Z 'Commission decision by the end of April, 19812

“3 A That is my understaonding of the procaedural

‘ “*ilimitations.
Q Ckay. Now I think you just testifled here

17112 e’
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i

| R )

2 | the fourth quarter of 1981, is that correct, zir?
A 7es.

Q And is it fair to say, now you are talking in

L%
e i T, SRS S SE

n

(terms of quarters, and I am talking in terms of months, but

A

()

-3

gbe six to eigit months after the latest possible data cdecisian

vy

icould be made in this case.

9j§ A For a full power operation that iz probably
10 ¢ corract.

; Q And a couple months earlier for the begirning
?of the test generation?

13 A Yes. '

4

% j Q Now, other than the passage of the six some .
15‘?odd months that have gone by between the Commissicn's decisicé

. '
¢ in May and appearance here today, you have no more defiaite
17.:1nformacion in the form of an order or a letter or any other
1S-idirective from the NRC that you, in fact, are going to be
2permitted to start that plant, do you?

ol | A I don't agree with that, no. well, perhaps i

te
a
AR e

we don't have the examples you give, but I think we have

-

*4 | significantly more information now than we had siz or eight

FESORT ¥

‘months ago. We have, first of sli, the scope of the hearincs
‘% defined. We bave the 1ssues identified ia thoce hearings or

*  rhat @11l be the subject of those hearings and I think we are

MOHRBACH & MARSMAL, INC. — 27 N. LOCKWILLOW AVE. = HARRISBURG, PA. #7112 —emeee oo
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|
!

‘we are really talking about a period that at a minimum would |



] il B
:

!

i

|

i{now in the position where we can state with a very high degree |
zgof confidence that those issues that are currently the subjeet
3;§f this bhearing, the Atomic Safety and Licensing Board
4Ehearings, with the exception of financlal capsbility are
53within the control of the company to take those actions
6;£dentified as being necessary to satisfy whatever concerns

4

7{ccme out of the hearings.

o

. Q Now can I stop you there for a second? TYou
o
9!mentioned the financial capsbilities. 1Isn’t it also true you E

1
10 have a question marik over psychological stress area as well?

|
i j A We have a question mark over that as to |
iZiiwhether the NRC is going to permit it to be the subject of tbe!
13ih.earings. f
14% Q  Well if we assume for the sake of argument |

15 | that they made that determinaticn, you would not charactize

léjplychological stress issues as being one the company has wmuct

'7 control over, would you?

18 A I think, as I read the Atomic Safety and

1

”)flicensing Board’'s recommendation to the Commission and the

- -

““largument that is prasented in that recommendaticn fer

SO ——

-

o
[y

iadmitting psycholeogical stress as an issue in the hearing, my:

d

™

1
i
}ansue: would be yes, because as I read that recommendaticn,

&

?wha: the ASL3 is saying is that while one cannot expect o

“%: be ab'e to quanitify psychological stress to the extent a
“° | judgment could be made that would make yet a "go-no 30" ‘ssuc,

MARSHAL, INC. = 27 M. LOCKWILLOW AVE. = HARRISBURG. PA. 17112 e
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-

4
gtbe toard could take testimony and could make judgments as to
&

gchase acticns which could be taken which would reduce the
5level of stress that would constructively address that issue

and 1 think that many of those things would fall te the

S SR ES S R

company to accomplish. There may be some that would fall to
'the state or fall to the local govermment or £fall to the
}federal governrent which obvieusly wouldn't have any coatrol,
jbut T think the major jeopardy to the process, the majer
évulnerability that we have with regard to psychological
istress is the possibility of it extending the hearing

schedule, not determining the final outcome.

Q I don't really want to get into that aspect

el S - 5%

‘of ic, but just sticking with the question of what concrete
|

.directives, orders, letters do you have from the Commission

ithat would indicate that the outcome of the proceeding is

‘any more clear now, 1 am speaking to outcome aot timing, thar

‘it was back in May of this year.

A Well, as I unde steod your initial question,
;1: had to do with the information that influenced the
éjudgments on that outcone.

Q Perhaps we misundersteod each other. 1f I

. I said information, but 1 guess what I meant to say was whac
'communications in any substantive fashion have you had from

the tryers of the fact in this carce, the peoole who will make

coulﬂ take you back, I was trying to ask you inititally what,

i
1

|
®
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" - - :
i i
i ithis determination, that would give you reason to beliecve that |

; - . |
2 %the uitimate outcome is any wore certain now in favor of a

3 |favorable cdecision from the NRC as to restart than it was in |
{ |

?April ef this year when you were also in the midst of trying té

-

(3

]
igec the hearing process off the ground?

e dp i ——

6 A Well, I think the hearing process, setting up

~f
ST R

7 {tbe Board, the assignment to the Board, makes it unreslistic

-

3§to expect the Nuclear Regulatory Commission, regardless of i

0

3:heir judgments on it, would be issuing any such document. f

?D€ No, we do not have any subsequent documents |

ifjfrom the Commission itself that would address what decision

izgthey are golng te make bused upon the the ASLB's record and

3trecommendatious.

' 14 I might say, though, in terms of having it
?S§on 2 relative basis, relative.to six or eight months ago, it
ié?was wmy judgment even then that the outcoms on the restart of

|

L7 %unit orne would be in the affirwative Hecause the whole historyi
??fof the industry is that two or three exceptions which had very;
4 i
-7 . speeial circumstances associated with them was that the
‘Afgcc:rections necessary or the sadditional action necessary :o

Zi?be taken to satisfy the Commission on safety of operatior ire

22 jcapable of being dore. Thaers is no fatal flaws in the issies

-

i

'that were raisad by the NRC's orders that I am aware of wi:h

= 'the possible axception of financial capability.

I o If I could add parhaps just one additiocua.
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L

! ' comment to that, while the decision i: made by the Commission

-

“ land the Atomic Safey and Licensing Beard is raquired to ‘

T

-~

i develop the record and make the reccmmendation, the NRC staff |

gL S

s

";is required to evaluate the issues railsed and provide

5 !testimony as to the circumstances relative to those issues,

A
o ithe judgment of the Commission as to whether or not those

7 jissues bave been adequately addressed by the company for the

S |ASLB hearings. They issue a safety evaluation report and f
n yet
* while they have some open items/in that process, the staff

|

i0 {has issued a safety evaluation report which sffirms the

|
i1  progress that the company is making on the iteme and does noté
- l

‘2 | identify any issues which they feel would prohibit the abilit%

i’ |to restart the unit.
147 Q Mr. Arnold, earlier this morning I believe

‘-you cade 2 statement about a series of assumptions that 1i2

oy
!

————. ——————————

dehind the conclusions that you have given us about restart

\

+7 dates and I would like to discuss some of thoss assumptions |
18 'with you. This is going from my notes which obviously may noﬁ
| |
‘Y | be precisely what you said. §
: {

“\ As I understand it, it 1s your testimony thet

1

(]

1fone of your basic assumptions in terms of timing is that the

22 | ASLB hearings should not exceed a pariod of time of five o
: '
22 ' gix monti:s, is that correct? |

2% | A I specifically did state that the assumptilon .

was, tha’. the assumption one was that the ASLB L.aring time

MARSHAL, INC. = 37 N. LOCKWILLOW AVE. = HARRISBURG. PAa 17112 —
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. will not exceed six months.

2 3 Q Now they start in mid-October of this year.

'l Wl 2

W

Now 1 believe that is what you testified so I am golng with i
, ]

-

your assuaptioas puilding it up that would mean that yeu |

3 ‘would expeet hearing to come to an end by mid-April of 1981, |

(W)

is that correct?

70 A Yes, sir.

“

|

|

f{ Q Now then how much time have you sllctted to !
i
Q‘your schedule between the conclusion of the hearings by the ‘
|

-

10 '25LB and the issuance of an ASLB order?

21 A The a5LB «° 11 not be issuing an order. The

1% ASLB issues a decision or recommendation.

i3 | Q Fine. The schedule profides approximataly f

l three months with that same time perlod which was identified

15:1n the target schedule published by the Nuclear Regulatory

15 |Commission with their August 9, 1979 order, so that would

"7 mean the issue would be framed in such a fashion to be
presented to the NRC for ultimace determination by July 153,

‘¥119817

20 | A Approximately, yes.

Q And then if I would remember correctly, you

2
i

are assuming a period of about 30 days between the time cka

BT b & il 5°

i3 'NRC has the recommendations of the ASLB in front of it anc
¢ the {ssusnce of an order, is that correct?

A 1 think we aliowed actually five weeks, .5

MOMABACH & MARSHAL, INC. = 27 M. LOGKWILLOW AVE. = HAARISBUAG. PA. 17312 S
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W

y Q Now at the presect time would you describe ‘

the hearings as being on schedule, that is on the revised

- W

schedulea?

G

A Yes, sir. The ASLB did not identify the

|
|
l
!
|

(4]

specific date a3 far as I can recall for dealing with Specifiﬁ

‘| contingents that they scheduled in your initial parts of the |

3; hearing. They scheduled the sequence of them basically but I |
i &

! think the prograss we are meking on those issues is consistent

{0 ' with the six month time pericd we have allowed in this g
-4? schedule. ;

12 Q Wasa't GPU supposed to file some testimony ;

43 ? regarding its financial liability in these proceedings? | .
i 3

*11se't that one of the matters that the company was supposed

n

| to preseant the evidence on?

o\

“¢ | proceedings?

C::

A In the Atomic Safety and Licensing Board '
Q  Yes, siz.

A Yes. ,

Q And wasn't that testimony {nitially due arouy

two weeks ago and T will ask che second question, isn’s iy -

Lty

tTue to this date that the compaay has net prasented the

L

;testimony on financial lisbility?
o
A Mr. Barasch, 1 think therzs is some |

misunderstanding, to the best of my knowledge. and a8 coniirmad
{ < 4 2
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"

1 by my licensing engineer that is supporting the ASLB hearing

'y

%eifort, we have not been givan a schedule date by the ASLB
?for submittal of our testimony on fioaneial qualifications.
tWe hzve been providing to the NBRC staff falrly frequently
:financial information update on previous iaformstion. g
;Financial qualification issue is one of the 1last ones in the |
jSequence schedula for the hearings and none ¢f the parties,

itc my knowledg -, have been asked yet toc provide their

testimony on it.

(Testimony continued on next page.)
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Q In cther words, to the best of your knowledge.

you are not awere of the fact thar Mr. Graham aad Mr. Hcfer
were jupposed o De appearinz -~nd preseat svidence on the
NRC cuestion of financial viability a week or Lwo ago and
that in fact because testimoay was not prepared atc that time
that aspect of the proceeding was delayed?

A I am very confident that the ASLB did not
have those two gentiemen :schedulec for witnesses.

Q And that they were .uot expected to presect
testimeny to the Commission a wesk or twe ago?

- Trey were not expected to present testimony
to the Atomic Sefety and Licensing Board in any of the
hearing -~

¥ 1 am not talk’'ng aboul an appearance on the
stand, I am talking about the submission of exhibits or
testimony in advance of appearance on the stand.

A Yes, and that is the way 1 initially uncer-

stood the question and my answer is the same for that, that

S ———

]

|
|
|

they had not been scheduled bv the Atomic Safety and Liceasiaé

board to provide their written testimoay on those icsuss.
Mr. Barasch, I thought maybe I could £icd
some lnformsticn that might help clear up what the misunder-
standing is.
Q I will pursue it a little furthzr and see

where it leads. Was therz any other information thst Hr.

!
4
1
|

|

BEAULE, P2 1 |

S T IRBASH & MARSSAL, IS, = 27 N LOCITW/ILLOW AVE ARR



Arnold-cross

——

Graham and Mr. Hafer, that basically the financial people

& Ao o &

d to o0& proviaing to the COmmisSsion &8 week OT

W

5

<ppes

| Were
| two ago that i fact was never provided due to inmebility to

. 1 perform the work?

: A Again, my understanding is that you are

‘Ttalking sbout the Board --
74 Q That is right.
3 j A Not the Commission. %

Q Well, was there anything tha. was supposed to

O

| be provided to the NRC? 1 am assuming that everything goes
§ to the ASLB before it goes to the MNRC and maybe that is an

erronecus assumption. i

12 |

13§ A‘ That is correct. The Board is the cne that |
. 14 t develops the record and for the hearing issues the informtio-f

15: is provided to the Board. I am not sware of any informaticn ;

15; requested or submitted by ths company to provids on its cwa

-+ initiative to the Commissiocn.

We are cbligated to provide information 2:¢

18
o have been providing information to the Commission staff. ;
5 Q Is this in the nature of discovery? :
st i A I guess it is snalogous. It is not quike

{ th di 2edi but s
o 8 e 3ame process as discovery proczedings, but we are

i

.. | obligated and are interacting with Commission staff to

provide them with the finaneial informaticn that let's tha

%)

Sy ®

. ... G0 their evaluation 2ad develep their testimony on Iinmarcial

e e Y OMRSACH & MAREHA . HIC = 27 N LISKWULOW
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capability.

Commission staff which we have failed to fulfill in eicher
timing or conteat.

Q Perhaps 1 am interestad in a different
subject. T assume you must have overall responsibility
within GPU for the positioning of the company in the NRC

proceedings -- obvicusly not as 3 lswyer -- but as the person

in charge of the presentation of GPU's case.
A Yes.
Q Ar2 you aware of any internal deadlines for

the f£iling of drafts of testimcny or the like within the
company which Mr. Hafer and HMr. Graham have passed deadlines
upon?

A No, I am not, but I might well not be aware
if that had happenad.

G 1 wonder on that last question perhaps jou
con't have the information bui maybe your assistaant does anc
you can coasult wich him.

THE ADMINISTRATIVE LAW JURGE: Will you be
very long, Mr. Barasch?

MR, BARAZCH: 1 have got quite a bifr more,
Your Honor. _

THE ADMINISTRATIVE LAW JUDGE: Let's take a

ten~ainute recess.

MOMEZASY 2 MAAIHAL, INC. = 27 N LOCKWILLOW aVE
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(Short recess.)

-
-~
-

ROBERT C. ARNCID, resum

b

TRE ADNMINISTRATIVE 1AW JUDGE: You may
proceed with 'our incressed speaking volume. Mr. Barasch.
MR. BARASCH: Thank you, Your Honor.
BY MR. BARASCH:

Q Mr. Arnold, anocher one of thz agssumptions
that were set forth by you this mozning as I paraphrase it
from my notes was that the NRC would promptiy decide whother
psychological stress was going to be considered as an issue
in the proceedings. Do you recall that, sir?

A Yes, sir.

Q Now maybe you could enlighten w.. This is
8 matter chat was determined by the ASLE ana then was
certified to the NRC for a finsl decision as :o whether or
not. the issue should be included? How is this issue bafcre
the NRC today?

A In the NRC's August 9 order =--

Q Mr. Arnold, befors ycu answer the gquesticn,

s Se2 you have a documeant in froni of you. 1Is ¢k L decument |

the August %th order or is chat document some other ==
A The document is one which haz 3 copy of

ceder and I am r2adiang directly Zfrom the Aungust
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from the continuing impact of aspecis of the Taree Mil
. accident unrelsted directly to exposur~ te radiation on the
part of the citizens living a2ear the planc, che Commission 2

i

« has not determined whether such issues can legalily be

relevant to this proceeding. Any party wishing to raise

such subjects as contentions or as aspecte of separate
contentions should brief the Atomic Energy Act and National
Eavircnomental Policy Act issu2s he believes appropriate to

the Board as part of the contention ascceptance process sec

cut in the Commission's regulations. The Boszd should than

certify such issues to the Ccmmission for a final decision

B

pricr to the issuance of its prehearing confsvence order
pursuant to 10 CFR 2.752(C), either with or without its |
recommendation on such issue as it deems appropriate under
the circumstances.,"”

Q So we have been through the coatention
process now. correct?

A Yes.
: Q@  And in fact thi ASLB did submit that

| question up to the NRC for ditermination?

i
A Yes.
Q What date was that dene on, 3ix?
A I don't have the exact date with me. Mr. ‘

St e MCHESASH & MARSHAL, INS. — 27 N. LCSXWILLOW AVE. * YARRISESURS. PA 17112 e
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Barasch. My recollection ig that was about May or June of

this vear,

Q And that recommendation by thz ASLB, I think

we kiad of got to this obliquely 3 minute agd, was that the
issue ia fact should be part of the proceedinz, isa't that
correct, sir?

A Yes.

Q It did make an s2{firmative recommendation
to the NRC not merely certifying the question up without
expre - ag an opinica?

A Yes sir, that is correct.

Q So it was probably May or June, as vou sav.
So a period of about five or six months has gone by since
that issue was certified to the Commission for & decision?

A To the best of my recollection, yes, sir.
it has been a significant pericd of time.

0 Now in view of that significant pericd ot
time, what i{e the basis for your opinion gnd/or assumpticn

that che NRC is going to promptly dispouse of that questcicn

of poyehological stress so that it will not impact the heazr-

ing cchedule? 8ix months have already gone by and ihere
baen’t bzen any sction, right?

A T don't know that I would agrse thai therz
£38 bDa2en no action. Six monchs or so have passed since the

jecation by the Board =0 the NRC of that issue.

certi

e e s o— v i o —— o, 7 e i
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We have Lo make some a3ssumptions as to how

mn
)

n

thcsz wegulatory processes will proceed both as to outcome .
aand as to timing, and we have idenci€i:d that as 3 major i
assumption underiying our schedule, that there will be a
decision in the very pear future by the NRC on that issue, |
and if that decision is to admit the issue into contention !
in the hearings, that such admission will not lead to an |
extension of the hearings beyond the six-menth duration. 1

Q 1 would like o pursue that particular |
' matter with you a ccuple 3teps. As an observer of the
proc2edings befors the NRC, what conclusions, if any. have
you driwa from the fact that the Commission sc far has tsken
six mon:hs to determine this issue? Do you have aay .

i
information at all as to why the process has taken that 1ong?;

Let me continue, as a kind of a multi-perc ’

[
| question, have you received any indicetion that the matiers
bas ever come up to the Commission for determination anc
they were uaable to reach a decision? 1Is it that they have
not issued any staff reports to che full Ceommission? Do you !
have any idez why it is it has taken them six months tc zake
a dectexmination on that macter?

A Other than the information provided ic tha
Commission by the Atomic Safety and Licensing Board which is !
part cf the public vrecord we do not zet documents that rsv ‘
be being utilized by the NRC ia their consideration of this.

- MOHADACH & MARSHMAL. IMC. = 27 M. LOGKWILLOW AVE. = MARARAUSSUAZS, PA. 17112 e e
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There has bezan oa the agsnda for a clased

the Commission this subject oa thre= occasions

1)

meating o
that we are aware of. As to what :the discussions were that

took place during chose meetings, we do not have information.!

My own judgnent i3 that the implication of ,
it takiag this long to decide is that the most likely ouccomef

is that it will be denied.

Q But as you justsaid, your speculation as to

the passagz cf time and what that means as co the ultimate

outcome, is not based on any substantive kncwledge at 21l
of what is going on in that room, is that correet, sir?

|

A Yes, that is correct. But, on the other {

|

bhand, T think that the Commission did indicate in their |

original order very clearly that they wanted the issues

presented before the Board addressed in an aggressive aad

timely manner.

They identified a schedule that they would

like the Board to attempt to meet which is much shorter than

)

the actual experience.
So I think the Commission's attitude toward
vimeiy resolution of thess i2sues is quite well docvmented |

in the public rascord. ;

Q Do you know when the approximately thre:z

cccasions were that the NRC nad this matter on their ag:anda

‘'n & clcsed=-door session?

2. = YARBISEUNS. PA, 17112 e
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A I don't kaow the specific dates. The

z | T2collection of my steff memser is chot it hss been wizhia

a

3 éthe last two or chree montins.

4 j Q The NRC at the present time has four

S;écommissioners, is that correct, sir?

5 f A Yes.

E ; Q And there is a fifth commissioner whose

35§appointment had been made by the President of the United
1

ie that correct?

10 |

11;; A Yes, sir.

12'; Q Now when you described chat assumption in

13% terms of a prompt decisica, I assume that you are talkicg

14} prospectively. You are saying promptly in terms of hopefully

.5; soon afier today the Commission will make a decision? It is
; not because you would descrize the six-month delay as being

"
4
.

» ! prompt
A Your presumption is corract,

19 | Q Now at what point, looking ahead from tecday,
SCT would an NRC decisiocn no longer be prompt, in your opinicu,
27 { ia terms of what this assumption presumes?

A If it is longer than one month from now that
af the decision comes from the NRC and the decision is to zdmit
that issue into contention, then I think that {:t would

-

eopardize completing hearings on that issue by mid-April

o | States and was pending before the Senate before the election, |

!

|
|
!
|

!
i
_‘



Pt

fay
fva

por
T

AR T R BT e W

! correct? That was one of vour premises., right? ,

Arnold~cross 400

of 1581.

C Thank you very much. I believe you ailso
indicatad that anothar assumption was that the TMI adjustment§
retrofits, whatever might be required by the NRC at the end

of this proceeding, it is vour assumption that they will not

be sigrificantly different from the items alrzady identified

by the NRC in their lecter of August S, 1979, is that

A The premise applies to the shert-term items

as they are termed in the August %ch order.

Q The ones that would be necessary prior to
rastart? |

A Yes, sir.

Q Is it also implicit in your assuaptions that ;
T™I-1 will nct be required to meet any short-term requirement&
beyond thos2 being expected oi other nuclear plants ia itz
United States?

A To the best of my knowledge, all of the
corractions, modifications, upgrzdings that are identified
as shert-tsre items are required of everyone and cthe f{ull
scope cf them, to the extent that they are applicable tc a
particular facility, is required. i

Q T underatand that, but lockiag at the 7' =stinn
the other way around, is it aiso laplicit in your assumj tiors

that any requi.rements placed upon GFU at the ead of the NRC

-y
L
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being required of
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every other aucleal
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|

facilicy in the Unitad States, or should I say every similarly

L] '

» | engineered nuclear facilitv in the Uniced Scaces?

B As I understand the question, Mr. Barasch, I

!

' think that is the assumption, and I think it is the issue that

. 1 was addressing the second part of my Assumption No. 3 in

' which I stated that T™I-1 vill not be required to meet longer,
| term requirements prior to restart, which at the time of re- 5
| start have not been required for other operating auclear poweﬁ
i plants.

Q It was that part of your statement that I was '

|

|
not sure I heard. Ncw you have also assumed that any short- ;
|
!
{

term modifications, changes in your operations that would be
required would be ccampleted by the time that the NIC comes
» | up with a hypothetically favorable decision on restart, is |
that correct, sir?

A That is correct. The one qualificatica 1 A
would add to that is that some of the short-term issues bavei
over the latervening time been given additiocnal clarificatio@
or additional specificness, which has made the schedule for
fulfilliag those short-term items longer for everyone.

1 cthiok that gll of the short-term items
23 they ars currently vaderstood to be imposed, we anticipale .

-~

would be complece by the time a decision was made or &

MOHRBACH & MAASWAL, ING. = 87 N LOCKWILLE'W AVE. ™ HARRISSURS, PA Llrd B 5 S




1 | reccmmendation was made by the Atomic Safety and Licensing

Boara and would be able to be sc cercified by cthe Director

»)

‘ 2 ! of Nuelear Reactor Regulatioan.
4 Q And that ne further restrictions or requests

for modifications would come out of or appear as a coandition

L

6% in @ final NRC order?

?‘E A Yes. |
8 Q That includes, I assume, an assumption that
9, the NRC, when and if it were {o order you that you coulc

1 1

10 . begin to bring the plant back, would not be placing you under

{ }
! {
|

1j | any operating restrictions such as saying, okay, you are
i7" going to be permitted to return TMI-1l to service but thar
i2  for a period of -- this is totally aypothetical -- for &

!
‘ i4 | pericd of several years we don't want you operatcing that
|

iz | plant beyond 70 -ercent of its ratad capacity., someihing

]
.

17 | A That is corrsct. The only sssumption as to
3| operating rastrictions that would even relate co that gquestion
iz ! I cthink is that, 2s has been done with plants recenitly issued

720 operxating licenses, the initial suthorization to begin

operation has usually had, for example, a 5 percent power

RS . . -

level limization pending review of the results of that

.
3
ERL P .

23 cperation up until that point by tha Directer of lHuclear

-

R2actor Regulation and his approvzl of procesding bevenc

‘ 12| 5 percent level of cperation.
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I chink we may very well -- in fact I think
it is going to be appropriate in terms of coacerns in the .
communities around Three Mile Island that we have that sort é
of review of the experience during the start-up program by |
the Nuclear Regulatory Commission, and that we pre-establish
certain power levels and milestones during the restart tests

at which additional operation would not occur uncil the NRC

had independently reviewed and agreed that we were ready to
proceed beyond that point.

Q And you fully expect that the NRC would l
probably require some sort of series of triggers, safety i
triggers along the line?

A Not necessarily. It has only been done for .
the 5 perceant level previously, to my knowledge, because of
a general uncertainty. There have sometimes been occasions
where there was a specific issue that needad to be resolved
before zoing above some power level that was determined Dy
the iscue.

But the approach that I am describing has
not been the practice of the NRC and we are proposing it to !
themn.

Q We kind of wenc through a very complicated |

cuesi:ion and aaswer here. I think put simply, you are
cperating under the assumpiion that at the end of the test- "
ing program the NRC would basically have given you permissior

MOMRBACH & MARSHAL, INC, = 27 11, LIGXWILLOW AVE. = HARRISTURG, PA 12112 v cmmmmmcrsi
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1

to operate this plant at its full rated capacity and there

n the amount

n

> _ a2
re*1orTos Thale
crTiCLionN s \J

ag re

1

would not be aay forwarde-liock
of generation that you would ba permitted to produce at that
plant?

A That is correct, Mr. Barasch. |

(Transcript continues on next page.)
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Q Now you were down for refueling from this

gaccident and in your opinion, and it is not yeur idle |

5opinion, based on the reviews of the pumerous decuments and

A

4 'correspondance with the NRC, do you have any reason to believei

b

-~
I

(%))

k]

ithnt the NRC ordered TMI-1 shutdown because from an engineerin

. to be shut down?

u
"

A Could I have the question read back or

| rephrased?

iQ

fmob
[

i3

i

i% shutdown posirion after the accident was due to concern about

fconversation: with the NRC and communication with the NRC,

;many of which I believe are in this record or previous

|

records in this proceeding, do you have any indication or

'reason to believe thet the reason why TMI-l was kept in

¥

‘the mechanical or engineering safety of that plant or in the

joperating another nuclear facility a couple hundred yards away

Q I will rephrase it. Baced upon your

7 'alternative is it much more related to the fact that GPU was

‘that had a very serious nuclear accident?

?the information on the issue that you are addressing.

1
3

A I would like to again quots from the

"As a result of a preliminary review of the

‘iAugust 9th order since I think that is the best seource for

24 Three Mile Island Unit number 2 accident chronology, the NRC

“%  staff initially identified several human errors that had

———

MOMARBACH 2 MARSHAL, INC. = 27 N. LOCKWILLOW AVE
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occurred in the aceldent and contributed significantly to its

BRI S T

severity All holders of operating licenses, excapt

Metropolitan Edisen Compaany, whose plants were already shut

(9]
o ST

% | down were subsequently instructed to take a number of
1

immediate actions to avoid repetizion of error in accordance

——— ——— A — ————————y

with bulletins issued by the Commission’s Nffice of Inspection
|

?
:
|
;
| and Enforcement.

| In addition, the NRC staff began an

9§§1mmediate reevaluation of the designed features of the |
hi ]

9B & W reactor to determine whether additional safey corrections

! 1 or improvements were necessary with respect to these reactors.|
H

ao I i
‘2 |This evaluation involved numercus meetings with B & W and

‘certain of the effected licensee:s. The evaluation identified

Edesign features, as discussed above, which indicated the j
12 ?s & W designed reactors are unusually sensitive te certain !
?off normal transient conditioms originmating in the secondary
Ad ;systam.

As a result, an additional bulletin was

issued by 1.e."--parenthetically, the office of Enforcement

‘U and inspecticn-«"which instructed holders of operating

211 licenses for B & W designed resctors to take further actica
oA .

.+ iincluding iomediate changee to decrease the reactor high

“v  pressurc¢ trip point and increass the pressurizer pilot

“+ 'operated rzlief valve setting.”

= Also, as a result of this evaluation, the

MOMNBACH & MARSHAL, INC. = 27 N. LOCKWILLOW AVE. = HARRISEURG. PA. 17112 e
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> 1to require the unit to remain shutdewn.

Arnoldecross Loa

B

'NRC ctaff {dentifiad certain other saiey concerns and it goes

=

icn to reifer to those.

Dropping down & little further in the order

B e 8

‘it says: "In addition to the items identified for other

i
B & W reactors, the unique circumstances at TMI require that

fadditional safety concerns identified by the NRC staff be

'resolved prior te restart." |
: !
They then go on to list some four items which

fate generalizations of the specific ones that they then make |
i

the subject of the specific order, so my conclusion is that
?1t was more related to the company being the one that had the ;

1 |

jaccident and that the existance of the damaged plant on the ;
®
|

'same site were the reasons for treating us uniquely, that the |

‘technical issues raised by the accident were not sufficlent

Q If I could ask C>uasel, is that already an
exhibit in chis case?
MR. STRAHEN: I don't believe it is. We can
wake a copy of it available if you would like te.
THE WITNESS: We ecculd certainly provide :the |
.reference to its existence in other cases. |

MR. BARASCH: Well, if we did that, perhaps

LERdE WS = e

‘we would Incorporate that specific exhibit from the previcus

proceedings, which I think would be Phase II.

THE ADMINISTRATIVE LAW JUDCE: If you want it

e e MOHRBACH & MARSMAL, INC. = 2¢ N. LOGKWHLOW AVE. = HARRISEURSG, PA. 12172 — s



1% {supports them.
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——

.
i
! {as an exhibit in this case, you better have it and mark it and

by

[ 8]

3either the company er you can mark it as an exhibit. I den't

(T

hunt o be put in a position of having to dig out some other
4 .casas that I was mot involved in.

3 MR. BARASCH: If you could, provide that as |

- -

E
o ia data request in this proceeding.

~3

‘BY MR. BARASCH: ;
Q Mr. Arnold, charging the subject a little bit,

‘1 gather you are aware of the fact that Penelec and Met-Ed

W

‘® |have made filings for 1981 energy cost rate before this

i1 'commission. Are you aware of those filimgs, sir?

W

A I am aware of the filings having been made,

W

jbut I am not very familiar with the back-up iaformation that

1

i

3 Q Did you have any discussions with those

CN

;persons at CPU, Met-Sd or Pemelec that were responsibie Zor

7 \msking thst filing relative to that filing before it was

*© 'made?

¥ MR. STRAHN: Your Homor, this is gecting
‘outside of the scope of Mr. Arnold's direct testimony. z

, MR. BARASCH: I think it isn't and I think we

22 (will get there in about omuore question. |

,..’

o THR ADMINISTRATIVE 1AW JUDGE: We will over-

l

rule the objection for the time baing and see where we are

«= | going.

'SHRBACH & MARSHMAL, INC. = 27 M. LOGKWILLOW AYE. = HARRISBURG, PA. 17113 v
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THE WITWESS: I think the extzat of my

, interaction on that is that my staff was responsible far

devaloping the forecast of emergy cutput and timing of that
energy cutput from Three Mile Islaad Unit Number 1 which I
would anticipate was part of the basis for the £iling that
was made.
BY MR. BARASCH:

Q In developing the millage charge that was
placed in the file?

A Yes.

Q Do you know what vour staff gave to the

| people, 1 believe it would be Mr. larter who ultimately made

that decision, as far as a date for the beginning of the

| generation at TM1?

Mr. Arnold, if you don'% know the answer,

- then an snswer that you don't know iz just fine with me.

A 1 don't have that data with me.

Q Are you awarzs of the fact that Metropmolitan

. Edison and Penclez's ECR filings are premised on the fac:

; that TMI-1 will not be producing any electricity during 981

and that, in fact, the millage rates acsume that TMI-l does
pot produce any power for Met-Ed or Penmclec until 19827

A Ne, I am nct aware of that specific fea:cure

Q And if that were the case, would you agree

— e AONRBACH & MARSHAL, ING = 27 M. LOCKWILLOW AVE. = HARRISSURG. PA. 17112 e
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-

that that 13 inconsistent with the testimony that you are | |

L S .

Z igiving hera az far as what you believe to be the time when |
3 jthis plant will begin to produce any power? 4

@ MR, STRAHN: Well, Your Honor, I don’'t know |

P SSNS ST S TR = &

5 fthat is a proper question.
i
é i THE ADMINISTRATIVE LAW JUDGE: Tes, that is

7 | argumentative. You can reach that conclusion.

{

:
9 " question.

|
8'§ MR, BARASCH: I could perhaps restate the
¢

THE ADMINISTRATIVE LAW JUDGE: You may rwestats

11 /it if you like.
12 ng MR. BARASCH: |
1343 Q You are testlfying in the third and fourth |
14-§quarter of this year TMI-l will be producing power, a anet

LS fflow of power out of that plant, aren't you sir? |
16 | A 7es. That is the schedule we projected Zor |

"
!

7 | test star:eup energy to be available during the latter part of

e
&

the third quarter and the end of the fourth quarter.

-
R

Q And is it fzir to say that avery kilowa:t
TC; hour of slectriciiy that is gensrated from TMI +'.at flows
’Af into your system will reduces the amount of power the comvsny
22 | will have to purchase from slsewhere?

23% A T think that is the effect of generation of
24 ¢ TMI, yes.

Q T would like to turn your attantion,

- HARRISBURG. PA. 17112 e i
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—— — —

r w_— -

Ll Arnold, to another area of concern regarding TMI-2.

* iwhat is your understanding at the present time of the present ‘

Ly

estimated clesn-up and restoration costs at TMI-Z7?

- L

<
ot

MR. STRAHN: Your Honor, this is outside the

e
A

scopa of his direct testimony., I object.

on

THE ADMINISTRATIVE LAW JUDCE: Will you

i

.
7 jrcspond to that objaction?

|
83 MR. DARASCH: Well, I just asked 8 simple g
3 |

{ question. If Mr. Arnold is not going to be the witness for

i

7! the company to testify to matters relating to TMI-2, I would

A S

just like tc know who is. T will put the question to the

P S

12 :
. appropriate witness.

——

P
L

MR. OGDEN: Your Honor, what is the purpose l.
144 of getting into TMI-2 in this proceeding anyway? It is ,

150 irrelevant.

e L R,
.

‘61 BY MR. BARASCH:
if 1 could ask, Your Homor, is it the

|
13? company's contention that Ti{I-2 has nothing to do with the
|

19 4

. base rate case in this case? ’
' |

-
>

THE ADMINISTRATIVE LAW JUDGE: TYou can ask

i)

' Counsel.

Z | MR. STRAHN: There is no claim being made

{

“3; for T™™MI-Z in rate base.

-
-

THE ADMINILTRATIVE 1AW JUDGE: I think it Ps

. ast relevant in the context of this rate proceeding. I den't

b MOMABACH & MARSHAL, 'NC. = 27 N LoCXWILLAY FE. ~ HAQARISIURG. B4 ITIIR - we————
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|

- }believe the company 1s making any claim for any--

‘ '; MR. BARASCH: Your Honor, if I could. I ! ‘

~3;beliave there are several issues in this proceeding that
4jre13te to TMI-2. The company is making a series of |
5§asanmptious about the capital needs and the reeds to go into |
6?the capital market and I assume thac the need to address TMI
7jclcan-up costs is going to have something to do with the
sicOmaany‘s need for further financing in the near future as

? lwall as subsequent rate cases we mav see coming down the pike.
194 THE ADMINISTRATIVE 1AW JUDGE: Couldn’t the

‘4 lcost of financing the clean-up of TMI-2 have an 2£ffect on the

: co
- |eosts/support that financing in this rate case?

e i

& 2 MR. STRAHN: Well, I would think that that
3*£might be the case, Your Honor, ves.
555 THE ADMINISTRATIVE LAW JUDGE: 1In that event,
‘7 we will overrruls the objezction.

‘BY MR. BARASCH:

A/“;

Q The questicn simply is the latest estimale
7 of the clean-up and restoration costs of TMI-Z, the - »
‘4‘tha: the company is now operating on, somecding im che

«' vieinity of $900,000,000 ia the fall, I am not sure.

éié MR, STRAHN: I think in fairness to

“4v, Arnold, the intention of heving him here today was te

L

. « testily on TMI-l restart procaedings.

THE ADMINISTRATIVE 1AW ~ I: If he can’t

- IRG, PA b R A
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J

. 1 angwer 1t now, he can submit the information later.

MR, BARASCH: I will take all these questions .

0

and answers as data requests if the company wants to de it |
that way. 1 just didn't know at what other poiat we would 1
be seeirg Mr. Arnold.

é THE WITNESS: I would like to summarize or |

L
PrESRENEE TR S SN T
S——

7 | genaralize perhaps is a hetter word, on our costing schedule
3 | estimatee on Unit 2 and if that does not provide sufficient
? J;irxfm‘m.:atj.an, then we can provide a more detailed response

0 %later. |
; From about Wovember of 1979 through June of |
¥ §l980 we had a very intense effort to identify the schedule ,

14 !accomplish the clean-up of the station and some effort,

|
3 | although not nearly as detailed as to what would be invelvad

13 { for the saquence of events that had to be carried out to .

| |
15 /in rebuilding the station for returm te service, that :esulteq

|
i7 'in an estimate for the clean-up cost from the beginning of

(& 11580 through the decontamination of the plant of $500 million

o

'9 | {n 1980 doliars.

It forecast a cost to rebuild the station to |
|

i gits original dasigned configuration including the provision

tzéfor a8 new core of $280 million agein in 1980 dollars. If one |

. |
‘? adds to that the approximately $95 million that was spent in |

.
P-‘

273 subsequent to the accideat, the total is about $830 millic'.
5

-~ lof these three 2iements. The 8850 million does not include

 S— POMBBACH & MARSHAL, INC. = 27 N. LOSKWILLOW AVE. = HARRISEUAS. PA 17112 cmeee
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q

1

iapproximately $15 million per year of esquivalent normal

10 and M costs.
4

1 In responding to the NRC's draf” pro_-ammatic |

envircnmental impact statement last week, we icdentified or

|
|
estimated that the difference in the prongress of work to date |

!

q
1
!
{
i from what was contained in the base schedule that last
i
}

{summer’s cost estimate utilized would ircrease the cost of i
: |
3tha clean~up. Excuse me, that component plus additional

|

|extensions we expected to incur because of the rate in which

gthe regulatory interfaces were taking place and the

]

| prasumption of a limitation on che funds that would be
i

'ijavailable to the company with which to conduet the clean-up

would altogether lead to the extension of the schedule of

1

/2 to 3 years and an increase in the cost in 1980 dollars of

H |

| about $150 million, so if we added $1.50 million to the

1$500 million of 1980 to completion of clean-up, that is

3650 million and then if we add to that the 1975 expenses

. that is approximately $75C million in 1980 dollars. We

]

- provided just for a kind of reference how we would sse that |

total growing from the effects of inflatlen by assuming a ;

X ilo parcent per year inflatica rate and that would taka the

.é$750 mililon to about $1 billion that oanly covered the

clean-up costs. W2 did noct make a recvaluation of the cost
- 0f wvebuilid which was $260 million in 1980 dollars. That would

be over and above the approximately $1 billion and real :tiae

MOMAZACH & MARSMAL, NS, = 27 N. LOCKWILLOW AVE. = MARRISIURG. *a 17512 s
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dollar flow for clean~up,
- 2 Q And there was another 2 to 3 vears of delay

-

that would at leastc add as a considaraticn another 2 to 2

iy

4 ! yearz of $15 million per year for O and M for TMI?

. A ves.

S i Q What wa are talkingz about here is tchis
‘detivative for or identical to the Bechtel study thaz we
d.ihave neard men:loned in the newspapars. 1Is that where these
2 gnumbers ara coming frem? ;
i0 : A I am not sure.

i1 Q There have been some press releaszs of the
12 | company at which time, as I recall, thay say the eetimate is

in the wviclaity of $1 billion. I am wondering if we are

G

|
talking about the same thing. There is a Bechtel study or ;
(% | something that has been connected with the company. :
16 A We have contracted with Bechtel Corporation
7 ' to be the major contractor Zor the decontamination of the
13 | concainment building and rebuilding of the unit. They had
9 | a very substantial participation in the JSevelopment of these
. ccsts and schedule estimates. Their portion of it now is
2! | pretcy much limited to the containment building, decontaminae~ |
22 ticn and rebuild portion. Other parts would be cutside the i
22 1 scope of their contract or prinecipally estima:ed by
;4‘ Geperal Public Utilities.

| i35 Q To make sure I understand this, your $1 billion

1T 1L e m—————
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q

1 FE— :

1 innmber does not 1lncluded any consideration of fipance charges,
(ATUDC related dollars that will eveniually be capitzlized,

3 413 that correct?

4§ A Well, again, I don't knocw how thase expenses
]will be treated from an asccounting standpoint.
6 Q You are just talkinz about dollars of

e

7 iexpendlitures, is that correct.

51 A That is correct. I am not including any

? ‘capital cost related elements.

S e i

20 Q One other question in regard to your last

-

i1 |answer. You had given us a set of numbers and you made a

2 | statement, of course, this doesn’'t iaclude $1) million worth

()

3
-

ot

of O and ¥ expense. Are those amounts, that $15 million

.d

fxgu:e, in fact being spent by the couwpany today and expecied

to be spent over the up-coming vears and merely not being

.
42 |

e T e s e e R s R o . B il

‘0 counted as a cost of clean-up and restoration or are those
':dollars, in fact, the company is not spending?

iéj A They are the former. They are dollars that

19'fwe'are In fa~t spending them on activities that are '

<0 iequivalzn: to normal ¢ and M expenses and we have not |

21 4 ~ncludad thenm in the estimate of the cost for clean-up of the

2:; station.

{1
0
(!

»3 Q Finally, Mr. Arnold, how doces GPU or you
‘4 : the perscn at GPU with responsibility for TMI plan to proceed |

“-  at TMI=2 with the clean~up and perhaps restoraticn ia view of

SR ! AVE., - ARAISBURS. =2 i e ———
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this Comaission’'s 3eptember 18th order.

A I believe it was limiting the use of rate ‘
payar funds for clean~-up. Well, it is zy understanding,
erxpactation, that the order was not intended to prohiblt |

those activities which are necessary to maintain the plant

. in a safe condition and prior to the assurance of that order

we had informed the Commission and the NRC of our intent to ;

reduce the levzl of effort on clean-upn substantially because

. of the limited funds that we had available and becsuse of tha

nead to conserve the insurance coverage meniea. It 45 clear

- that we are going to have to have additiocnal resourceaz from

i pick-up in the lavel of effort from that that we have

2o ST, FITSN S

| sumewhere to accowplish the clean-up and I do not anticipate |

identified as the current situation in which I Lelieve is |

only that necesaary to keep the plant safe and address !

¢ relative immediate safety iszsues until those additionail

rescurces for major clean-up activitles had been idencified.

(Testimony continued on next page.)
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rsal of the !

[

Q Whether it be from a vev

8 or azdvancement

73]
w0
e
™
1
8
o
({2
=
'..

Commigsion’s decerminatcion of

t

of woney from other sources other than ratspavers. for

-~

instance?

_——— ek

A Yes.

MR, BARASCH: That is all the questions 1

NS S NS et

have of the witness, Your Honor.

THE ADMINISTRATIVE 1AW JUDGE: Let's rec-ss

until quarter of twe. ' i

g MR, STRAHN: Weuld it be possible, before we
| recess, to determine whether anyone else has egny interest in f

questioning Mr. Arnold?

S SIHIRCE

THE ADMINISTRATIVE LAW JUDGE: Is there any |

further cross-examination of this witness?

MR, WISE: I anticipate none other than f

! would be covered by Mr. Kelly.

MR, RELLY: I have some questions, Your Honor.,

i
T don't think it should take too long. I take it your interest
!

! was finisning My . Arnoid before luach?
MR, STRAMN: Yes, if at all possible. He

hes a very tight schedule.
MR, KELLY: I dea't thipk I will take wmore

S TERE SRS AR

than ten minutes, if that.
THE ADMIMISTRATIVE 1AW JUDGE: Well, ask
your questions. I will defer adjouraning until you conclude

Vs TOMEGACH & MARSHAL, IMC. = 27 M. LOCKWILLAW AVE. = HARRISBUSE, PA. 17112 e
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your cross-examination.

MR. STRIHM: Thank you, Your Henor.
BY MR, KELLY:

Q Mr. Arnold, my name is Robert Kelly. A

couple points I would like to clear up if I cculd, first,

On the sehedule I had somshow for Step 2
got a figure of 155 days and I thiok you said in responsea
to a question of Mr. Rarasch 90 days. I am just curious as
to whecher or not I made a mistoke in writing down 135 or

whether I misheard you or what?

A Step 2 is the conduct of the hearings

themselves and the issuance by the ASLE of a recommended

decision.
The 155 days for that 1s made up of

basically 60 days of hearings and 90 days for post-hzaring

process.

Q That was the original August 9 proposed

schedule?

A Yes, and what I identified to Mr. Berasch,
in response to Mr. Barasch's questions, i3 that the %0~day
seguent of that is still the sawe time duration in our

nresent schadule.

0 The 60-day hearing schedule h2s beesn expanded

to 3ix monthe, we know that for a fact, bul you are assuming .

then that the 90-day decision periocd or reccmmended decision

VAHABACK 2 MAASHAL., 'NC. = 27 M. LOSKWILLOW AVE. = HARRISSURG, PA. 17112 e ned
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period will remain the same?

A "afortunataly, I den'c think we know for
| cert2in the durasiion of the hearings. Cur schadule prasumes
that it will be six months, but that the ASL3 %€ill still be
able to complete its post-hearing requirements Lo resch &
determination in the 90 days originall,; allocated.

Q Even though the hearing process has been
2xpanded from 60 days to six months?

A Yes, gir.

C Aad another point i1 would like to clarify,

+ my understanding is that normally there is an intermediste
| procedurz or staep between an ASLE decision and a Commission
' decision, that being the Atomic Safety Appeals Board. Did
the August 2th order bypass thal ASAB step? 1t has been
a while since I locked at the order. I frankly can't re<all.
A Yes, sir, my understanding is it did. I
will look for the reference if you would like.
Q That is all right, I will lock at it later
myself., So we don't have to worry about that step.
A That is correct at this time, sir.

Q Mr. Arnold, you indicated that =- well,

I don't helieve you have indicated yet -- I am sorry, jou

T XS

n‘ did 4ndicaze rhat if the psychological stress issues were

approved by the Commiszsion, the ilRC, that it would still fit

withia your six-month time schadule, is that right?

- -~

|

'
H
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|
{

A 1f that is what I sa’. it was not intended

chedule made ‘

the asswoption that if we received a decision on that shortly |
|

Sl |

s ; ’ » .
» . s 3% - T — o . - - -~ o o.ey - . PR
€0 o€ Wy cesciqony. I intende £ €3y Caac oul

L

from the NRC 1: would still fit wizhia the six-meonth duration;
Q Shorily being oa2 wonth? 5
A That I trink is as good 2 judgment as any. ;
: Q Did T aiso understand yeu te say, in ceaponse

to a question from i¥r. Barasch, that you are reading the

|
|
|
i
{

paas S S AR

delay in the NRC in ruling on this question as being perhaps
2 conclusion that they will not consider this issue? Did
you state that at one peint?
A That is my judgment, Mc. Relly. ;
Q Mr, Arnocld, do yocu know if Met-Ed -- I guess '
! through your legal team ~- ian the NRC proceeding has prepared

1
your casa on psychological distress? !

A We have prepared substantial informsticn f
that will relate to psychological stress testimony., we
belleve., Since we do not know what the conteation would
actually be, we cannot prepare test’mony at this time.

But we have eagaged consultanis with :

SRRPSS S

expertis2 in that sres and we have been attempting to de a

sufficient scope of work in that area that we will be ready

RS S O

- -l

to proceed more or less immedistely with drafting of tesci-

0o (ly - I

Q ¥r. Arnold, on the long-term items in the

T g ) I R———
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; August Sth order, to my knowledge vou have not addressed the
question of what would nappen if the Ccmmissicn would include
| ene or more of these items as being required to be acccmplished
% before THI-1 would be permitted to restart, is chat correct? |
.

A Some of the long-term action items have
schedules for everyone that would have them completed prior i
. to restart of Unit 1. Those we have presumed, or probabliy
more accurately it is portions of cthose items rather than thef
full item, but those we have presumed that we would have to
complete as other pliants do.

To the extent cthat long-term accion items |
have been given schedules that would go beyend our projected
restart date for other licensees, we have made che assumption
that the same eriteria would be aprlied ¢o us.

Q But no more than any other licensees chrough-
out the naticn?

R With a coupls minor excepiions, that is
correct.

Q But it is true that with regard to TMI-1 '
it has been treatad differently by the Coswmission Zo date
from other plants?

A That is wvery much ocur judgmentc.

Q With regard to as3sumption number -- I an

it

SOTTY, L gues</is not one of the numbered assumptions, it 1is

a later one -~ has HMet-Zd preparad any timetable, assuming

MOMASACH & TARSHAL, NS, = 37 N. LOGKW ILLOW AVE = HAARISZURG, PA. 1TUID e
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| there would be an appeal frcm the NWRC decision?

e = SR e

e

A No. sir. .

Q Can you give us aay esti-ate il therzs would
be 2n appeal?

A 1 think anybody’s zstimate at this time
would be so speculative as to be of little value. frankly. |
I don't have any idea. |

Q You haven't discussed this matter with Mr. §
Trowbridge or any of the attorneys handling the NRC matter? g

A Yes, but from those discussions my conclusioag

is that that is uncertain, first of all, as to whecther or

not there would be an appeal.

The second uncertainty is as to whether even ‘.
if the courts in effect agree to hear testimony, take 2
testimony on such a2n appesl, they would stay the effective- |
ness of an order of the Muclear Regulatory Commission.
The third uncertaiaty, of course, is as to |

the outcome of such a proceeding itself. ;

Q Let's put the first speculation aside. :
Assuming there were an appeal, have you cor have you not ;
develcped a timetable that an appeal would take? Let's assun;,
for the sake of argument, that there were an appeal. J

A We have not developed such a timetable

because I think 1t would bz extremely dependent upon the .

issues that were being raised in the appeal.

WWSASH & MARSHAL, INC. = 27 M LOCKWILLOW AVE, = MHARAISBURG. PA. 17112 e
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f Q An appeal of this nature is not ap appeal
de aovo, it is on the record established belou, you are

aware of that, right?

A Yes. ' "

Q So there i3 no need to develor a new record?

A That i3 correct, but it may aot be an appeal
based upon all the issues in the recori, eithzr, or it may
encompass the total record. ;

Q We are not going.to get anywhere on this, {
but just to summarize, Met-£d or GPU has not dzveloped any |
kind of timetable dealing with a possible zppeal?

A I repeat my earlier testimony that no time
has been allowaed for delay due to such agppeals in the TMI-1
rastart schedule,

Q I presume that you have entered inic ro
aiscussions with Mr. Trowbridge and other ccunsel ia the NRC
proceeding regarding the likelihood of a stay should there
be an appeal’?

A That is correct. !

Q With regard tc order items in the August 9th
. order, »r, Arnoid, I think you indicated that in the 3FR.

i the Sazfety Evaluation Report, the NRC staff has not dealin
! with a couvle of those items, iz thar correct?
A Yes., I den't know that I quaatifisd it, but

thera ars some opan Ssues -~

o= 27 ML ASSK'ILLOW AVE. = HARNISIURG, PA. 17112 « e
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Q Do you kaow which ones they are

T4 a ~ - 14 - d 4 - =Y o . EF 1rmae
A L:ld‘r arz iis LC“.Q i3 cne JOCUWNelle - a3 SU

L]

would like me to read them out Lrom thls Safaty Evalualion |

(7>

|

Report.

>

Q Fine.
A In NUREG 0680, short title, Tiii-l Restart,

on pzg2s B-5 through B-10 are listed the order items. On

3 (*}) U
T O R ST M R TR e L

page B-5 of the table all items are listed as ccmply, which

G
=3 SN

9: means that the item is completed --

Q Let me sask on the two items I was ctrying to j

|
10
11 | gat at. Has the NRC staff issued its SER on the fimancial |
12; capabllity of the company? f
133 A No, sir. ;
i4 | Q Is that still zn open question? "
iz A That 1s still an oven gquestion. There has E
16 been a schedule, or perhaps 2 forecsst would he better, of f
v the supplement to the SER dealing with financial capability ;
18 E and emergency planaing for January or early Fabruary. |
19€ Q How late is that forecast? !
20" A About two weeks ago. ;
21. Q That means the staff would file ics %

i

|

% recommendacions by those daces and then the other parties

- | would then start working from that poini? That would be the

.. initia2i £iling by the steff, is that corrasct, in .ate

i @

- -, January or February?
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1 A That is correct, but I doan'tc thiak ic is

= ¥ quite correct te say that cthe intervencr? would start their

:; work at that time.

4% Q I didn’t mean to say thac. fhese two items
5| you mentioned, financizal and emergency planning, are those
6 | two areas that 1 believe you earlier identified as being

perhacs the two most important areas beyond CPU or kMer-Ed’s

&, concrel, is that right?

o i A Yes, I think so.
205f MR. KELLY: That i3 all, Your Henor.
11 | THE ADMINISTRATIVE 1AW JUDGE: Any furhcer

12 | eross-examination of this witness?

13; MR, BARASCH: None, Your Honor.

i4 ! MR, SUFFIAN: No.

i5 | THE ADMINISTRATIVE LAW JUDGE: Any redirect? |
MR, STRAHN: No redirect., Your Honor.

t B

i85 | let’'s recess until 2:00.

THE ADMINISTRATIVE LAW JUDGL:

Very well,

Do you want the witness axcused?

19 MR, STRAHN: Could we have the witness

U excused, please! We are finished witn him.

31 | THE ADMINISTRATIVE LAW JUDGE: Is theve aay
;;3? objection to excusing the witness at least for today?

. LGN WILLOW AVE. = HARTISSUNGE, PA. I7T11? —— e
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THE ADMINISTRATIVE LAW JUDGE: Very well,
Mr. Arnold, yeu go do veur work.
THE WITINESS: Thank you, sir. I appreciate

your ccoperation.

(The h2aring recessed at 12:55 o'clock p.m.)

oy
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THE ADMINISTRATIVE LAW JUDGE: Are counsel
- | ready to preceed?

MR, SUFTTAN: Yes, Your Honcr,

MARVIN PABER, having been first duly sworn,

was called as a witnese and tescified as follows:

DIRECT EXAMINATION

e At e A AR i ematin o+ D el . e

; BY MR, SELTZER:

| Q Mr. Raber, would you state ycur full name
i and business address for the record?

A My name iz Marvin Raber. My business

.i address is 100 Interpace Parkway, Parsippany, New Jersey.

Q Mr. Raber, by whom are you employed and

| in what capacity, sir?

A 1 am employed by GPU Service Corporacion

.7 | @s Manager of Forecasting and Supply Planning,

Q Mr. Raber, would you briefly describe your

‘9: educational and professional background?

20 | a My educational background includes a ;

21 | Bachelor's Degree in Chemical Eagineering from the Polytechniéal

zzj Institute of Brooklyn in 1958 and a Master's Dagree in

231 Chemical Engineeriag from New York University in 1963.

i
|
)
|
!
!
|

1

24 | T am a Registerad Professional Engineer in
-~ New York anmi in Maryland. I have taken continuing education

- '
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1 { courses in finance, forecasting and decision makiag, CPM |
-

2 | Methodology and Management. o‘
3 : Prior ¢c joining GPU Service Corporation, |
4: 1 served as a nuclear and chemical enginecer wiih the United E
5 }Nuclear Corporation and its predecessor organization Nuclear ;
5? Development Corporation of America. |
7;3 rom 1958 to 1966 my respcnsibilities f
33 there includad design and development of reactors, safety ;
gi and licensing support for fuel processing operations and |
10 %technology assessment and development. E
;1% From 1965 to 1970 I was a consultant with :
12 ;the Hittman Corporation and was a Vice-President of the |
13i subsidiary, Hittman Nuclear and Development Corporation.
i

i4 | My responsibilities there included design and development

-

153 o{ special purpose reactors, radiocactive material shipping
16 | casts, chemical processing plants. I performed consulting |

17  serxvices iavolving short and long-range market analyses,

(@ | transportation, economics and logistics, engineering methodolégy

19 . development and procurement of nuclear fuel

20 From 197C ro 1978 1 was a senior staff
21 ' consultant and engineering manager at Combustiion Enginszering,

22 + Inc., specifically the Nuclear Power Systems Division. My

—a

22 responsibilities included reactor core design, integratel

-

24 projects and technical management of reload fuel projects,

25 and engineering services with operational flexibility and
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performance improvements of auclear power plancs.

| )

I joined GPU Serviece Corporation in 1978

g~ & W SV LS SR «b.'i
.

2
2 { as Manager of Forecasting and Supply Planning. My responsi- ‘
4;'bilities include development of 20-year kiloQatt hour sales ;
2 yaid peak load forecasts for each of the three operating ;
6 | companies and economic evaluation of supply alternatives |
7v including new capacity, purchase options., retirements and i
a; joint ventures. !
S 1 am also presently responsible for the
1Q;'screening and evaluation of sites for new core-fired g
i1 gcapacity and for the planning and developmental aspects of |
12} water resources for those hydroelectric stations and thermo- f
13;fpowet stations. 5
14j I have co-authored five papers and several g
15% reports on nuclear technology and econcmics and I au a co- }
. holder of two patents in the nuclear power field, |

-
o )

i I am a member of the National and New Jersey

e
-3

18 ;Societiea of Professional Engineers, the American Management
19 | Association, the American Nuclear Society and the Association:
of Energy Engilneers.

Q Mr, Raber, let me direct your attentien, |
»- | if I rdght, sir, to two documents that have been previousiy |
23 | marked in this proceeding as Met-E< Statement I and Penelec |

-4 Statemant I, Were these documencs 2ither prepared by you or

2>, under ywur supervision?

MLEARBACH & MARSHAL, INGC., = 27 M, LOCKWILLOW AVI. = HARRISIURG. ®A. 17112
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Y
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o Yes, they were.

P

D

Q For purposes cf the proceedianz I will note

1

3 ithat those documents are marked 2s besring the name
hi
*!B. H. Cherry as witness. TFor purposes of this proceeding.

are you adopting those statemencs that we just refersnced?

A Yes, I am.

A

==

ithat are contained in both of those statements, would your

5
é
7
8

w
Tl KL

answers be the same as those contained in these statements?

*'ﬁ A Yes, they would.
|

"
!
il

““ {do you have any corrections or additions to make to them at

Q With respect to the statements thamselves,

J
this time?

i
1*% A Yes, I have two. Thkere is a correction to
'Y 'be made to Exhibit I-9 for Pemelec only. That exhibit

‘6?contains several columms of figures,many rows of fdguras.
i each

“Y ‘The columns of figures are one for/year and for the years

1

3 1980 through 1983 the entries for the top-most row should

{
| anpear on the second row and the entries shown now for the

Vi

s\.
(]

sacond row should appear in the top=-most row.

35 More speciilcally, the numbers there on the

i

~% | The mumbars on the order 800,000 should all appa2ar oa the

| top row.

Q Let we dircct your attention 2t this time to

323 magnitude of 2.4 millien sq?uld all appear on the second row,
; o
i

! Q Now Lf I were to ask you today the questions

e e MOMRBAGCH & MARSHAL, MG = £7 M. LOCKWILLOW AVE. ~ HARRISBURG. PA. 17112 s m
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5

1

6!

7

3

- T s~ = SSESSR L

-

0

[S¥Y
IS
= — i . il e i e i et et el e

the exhibits that have been previously marked in the

direction?

A
Q

correct in stating that you are sponsoring or adopting those

particular exhibits which I also will note bear the name of

3. H. Cherry?

A

Yes, they were.

And for purposes of this proceeding, am I

That 1is correct.

i .
4 | exhibits were prepered by you or under your supervision or

-

 proceeding as Met-Ed exhibits I-1 through I1-29 and Penelec

(Testimony is continued on anext page.)
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MR. SELTZER: Your Henor, that is all we

B >

have of Mr. Rsher at this cime.

THE ADMINISTRATIVE LAV JULGE: 1s the

Commission prepared =--

5 | MR, SELTZEZR: Excuse me, Your Honor, I stand

6} corrected., Mr. Raber bhas indicated he has one other

» | correctica ne would like to make.

THE WITNESS: On both the Penzlec and Met-Ed

m -

| Exhibits 1-27 there is ar ideatification of the forecast

10 , which should be corrected to the April 1980 forecasc.

MR, SUFFIaw;: Pardon me, what vage is thac,

12 | Mr. Raber?

13 5 THE WITNESS: It is on the very first page

14 . of the exhibit, on the very last line of the tesponse. The i.
phrase reads, based on the energy load forecast, and the !

16 next word in the original is, October 1980, it should read |

17 | April 1920,

!
;gf MR. SUFTIAN: Thank ycu. ;
CR MR. BARASCH: Your Hoaor, could we gc off l

i

70 the record for a second, please?

Is that a Penelec exhibit or KMet-Ed exhibit |
|

21

|
33 | you are talking about?

! |
2q MR. SELTZFR: Penslec 7-27. «
” 1 THE WITKESS: 1 avologize, the Met-Ed

o "'
- - -
: At appeax

exnibit is phrasad differently aad thet error does n

——— OHROACH & MARUMAL, NS = 27 N LOCK FILLOV AVI. = HARARISIUNG. PA. 17112 o ommmmmnn!




. . . v

! in the Mat-Ed exhibic, strictly the Penelec exiibit.

1 |
2 ME ADMINISTRATIVE LAW JUDCGE: 1t should

. 3 | be April instead of October?
¢: THE WITNESS: That is correct.
s ' THE ADMINISTRATIVE LAW JUDGE: The staff may ,
5% proceed. l
' .
3 j CROSS-EXAMINATION |
9 | BY MR, SUFFIAN:
i0 ’ Q Mr. 3Raber, on pages 2 of Penelec's and

Met-Ed's Statement I, T believe you tescified that GPU
-» | gcrategy for the 1980's will center on the load management
13 '1 and conservation 2fforts which are defined in the conservacicn

. | and lead management master plan which was previously supplied;

i5 tc the Commission on March 28, 1980. Could you briefly

dascribe the type of load mapagement and conservation
17 activities to be implemented by both Penelec and Met-Ed?
8 | I There are ¢ variety of them and the firsct
i9 | implementation plan, I belleve, has also been submitted to |
0| :he Commission and/or the Ccmmission stalf.
211 The initial phases of implementazion deal
2/.* wich f{cems such as storage water heaters which would be

|

55 | providsd under certsin conditions to customers, coupled

sy | with the use of tiwe-ofi-dav rates.
. 25 Q T take it there ars ssveral cther szpecilic

Vormmimes TTSHBEBASH & MARSMAL, 'NE. — 29 N LOGKW Li.TW AVE. = MAKMSPUED, PA  1T113 comemm
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P
. | programs under che coaservation plan?
: A There are many preprams outliianed in the .
5 ‘ original master plan documeat and che implementation of these l
, g programs is intended to be a phased process. '
4

|
It is necessary, I cthink, for us to get some |

CR

6 rj feedback from the Commissicn and its staff in order to formal-i!
” . ize and finalize these implementation plans. l
5 | Q Am I correct that you do have 2 time schedule ‘
o ; for the implementation of these specific prograws in the loadé
10 s mansgexent end conservation area? :
53] A I believe chere is one proposed, yes. *i
12 5 Q The one propoged, was that submitted to the ?
13 E Commission, to the staff? Has that been submitied? !.
14 ‘ A May we gc off the record for & momeat, pleau'
15 l THE ADMINISTRATIVE LAW JUDGE: We will go

- off. ’
17 | (Discussion off the record.) .
18 : THE WITNESS: The master plan and its :
: 9f deve lopment are being conducted but within our Demand Planaing
.. Departmeant at GPU §C, not within my forecasting and supply
21; planning department, and I am not fully cogaizant of all the
o i detzils at this moment that you are starting to ask for ia

21‘: your questions.

4 | 1£ you like, I will atcempt to get you the ‘
;‘  ansvers to your questlons or, alternatively, provide & witness.

WAUIRBASH & MARSHAL, 'NC, = 27 N LPAXWILLOW AVE. =~ SARRISEVU?G, PA 17111 —ommmmmmm
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BY MR, SUFFIAN:

Q Can you soecify eny one nerscn who would be
in charge of lmplementing these plans?

A Yes, that perszon would be Mr, Walter Hood.

MR, SELTZEP: VYour Hoaor, Mr. Suffian, i

you please, as Mr, Raber has just indicated, his expertise
with respect to this is on & broad basis and has cverall
responsibility. Mr. Hood is with us here, and {if it would
more appropriataly expedite response to the questions that
Mr. 3uffian may have on this area, I would propose that we

swear in as a witness Mr, Hecod and specific questions on

chat could perhaps be handled right now,

THE ADMINISTRATIVE LAW JUDGE: Any objection?

MR, SUFFIAN: No objection by Trial Staff.

THE ADMINISTRATIVE 1AW JUDCGEZ: ZREring the
witnese here snd we will swear him in and you caa direct
your questions to whomever responds.

MR, SELTZER: At this time we would like to

call Mr, Hood.

WALTER T, HOCD, called as @ witness on

i
o

behalf of Respondents, having been duly sworn according

law, was examined and testified as follows:

FE. ™ HARRISBURGE. PA. 17118 e cmmmmsm—
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Hood-direct

DIRECT EXAMINATION

"
By ug. sEnIZER %
;é Q Mr. Hood, will you pleasz state your name i
;';and business address for the record, please? ?
Sﬁ A (Hood) My aname is Walter T. Hood, and my ’
ss;business address is 100 Interpace Parkway, Parsippany. New I
?fiJersey. |
3% Q By whom are you employed and in what capacityq
9? A (Hood) I am employed by GPU Service Corporatién
Iofias Manager of Demand Planaing. | i
1{;; Q Within your job category is it your
1;ziiresponsibility at the present time to handle the ilmplementatida

ol

of what has been referred to as the master plaan? .

13 |
A (Bood) Yes. ic is.

i
i
i

14}

l_;i Q And the impleomentation thereof?

2|

,‘12 A (Hood) Yes.

q-‘! MR, SELTZER: That is all we hava at this

44

| time of Mr. Hood.
% THE ADMINISTRATIVE LAW JUDGE: Very well,
| Mr. Suffian, you can ask your oguestions, then, whichever

| witness can respond can do so.

-
0

21
49 MR, SUFFIAY, nank you, Your Honor.
‘I
-~ .
-~ C..0SS=ERs dil1ATION ‘

“* | BY MR. SUFFIAN:

Q 1 would 1like to ask you if -ou could
2ACH
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describe the specific programs which would 5e iacludea in
this master plan for load management and cosssrvatlcn

activicizsa?

a (HGood) The overall master plan document or

concept is broken into two basic pieces of residential, and
a commercial and industrial pilece.

The residential piace includes such things ;
as time-of-day rates, storagze water heaters, storage space |
heats, energy audit type analyses, and mandatory weatherizatibn

i

standards for new homes.

The commercial and industrisi sector includesg
a whole variety of things including storage spac2 and heat, |
cooling. heat reccvery svitems, curtzilable rates, co-
gencration and an effort by the ccompany to consult with the
various industrial aad commercial customers to improve the
efficiency of their product lines and things like that.

G What I weuld 1ike to hone in on are tne
specific programs that would . wply to these two Seciors ;
and thev may be separate and they may be overlapping.

Could you describe those specific prograums
for lesd management and conservation that would apply in

these two cectors that vou say the master plan is divided

intd?
A (Hood) Would you clarify that a 1ittle bitc?
Q You say there is a2 msster plan end under the
s vtprens MOHASACH & MARSHAL, ™C. — 37 N LOBK WILLOW AYE. = HARAISALEG, PA. 17112 et
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master plan ycu have two sectors, a separation between ihe

residential and commercizal and inoduscrizl and what I would

| like to focus on are the specific programs for load managemen{;

and conservation for these two sactors that you have.

i A (Hood) I just icentified those.

| sector under the master plan, 2nd the commercial and

é industrial sector. I would like details as to the specific
- ‘

i programs fcr conservation and load management. Could you go
| into greater detail as to specific programs geared to con-

servactioa under the master plan?

ment?
| Q Well, both =--

THE ADMINISTRATIVE LAW JUDGE: Would counsel
and the witness keep their voice up so we can all hear?

BY MR. SUFFIAN:

Q We can begin with conservacion and conciude
with load management.

A (Hood) As I just said, under the residentisl

prozram w2 are talklng about time-of-day ra 28, storage

! water heating, storage space heating. energy audits or

analyses, and mandatory weatherization for new homes. |
Because it is a very comprehznsive plan

invelving a lot of things, we have chosen tc move ahead

— MOMESACH & MARSHAL, MC. = 27 M. LOGKWILLOW AYE. = HANRMISIUARS, PA TT 11 2 e e
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!

|
i
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| with various parts of it first,

Qur first ohasa cf the implameantation pian ~--

[

2 Pardon me, I dida't cateh what vou just said.
(hood) ~

& / Our first phase implemesntation plan which is
in the draft phase right now addi :ssez for the residentizl
roup time-of-day rstes, storate water neating aond enargy
analysis.

Q You say the first phase implementation plan
is in the drafting stage now. Do vou have any idea when the
drafts will be completed? When do vou anticipate implement-
; ing these plans?

{Hood)
A/ You are aware that the Buresu of CEEP has

an informal investigation iato the mascer plan?

Q Continue,
(Hood)
A / We are working with them on a2 informal

T S RS T N

basis. Wz have submiited tc them last week a prelimionary

draft of the plan. WYe are hoping to have scme sort of

tegulatory go-zhead by early next year, 1981, to get moving

on scme of these plans.
Q Once you get the regulatory okay to actually
i ﬁ implement the plans, how lorg afier thet w»ill it take to
y actually 1mplementAthe plansz?
? A {Hcod) We stould te ready to go. 1 mean we
; are budgetiag for it mext vear. We are planaing on deoiag 1%.
2 So after the go-ahead by CEE?, by the
. MOMNAGACH & MARSHAL, INC. = 27 R LOCEWILLOW AVE. = YHASAISHURG, PA, ITHI2 ——w i

\




f=3

- 4 the plan?

W

o -3

tT=x

\0

Rabar~Hcod~cross 438

-
"

1
i

" Commission, then you wiil be ready immediately to institute b

A (Hood) Or very shortly therzafter.
Q Do you have any estimates of the curraant time

as to the cost of implementing these plans?

e ——- - ———————_

A (Hood) The master plsn document contains some
detailed numbers as to the coscs and I assume -- I don't thiné
it is in this docket. ;

MR, SELTZER: We bave not iatroduced the f
master plan document itself as an exhibit. :

THE WITNESS: (MHood) It has been introduced ;
in prior dockets. b
BY MR, SUFFIAN:

Q Are you making aay claim that you are aware

of in this rate case, in this proceeding, for the costs for

implementing that plan?

{
A (Hood) To the best of my kncwledge we are not,

|

{

MR, SUFFIAN: May we proceed? Are you look- !

ing for it -- '
MR, SELTZFR: 1 think we may have an ansuer

in a moment if you bear with us.

MR, SUFFIAN: All right.

MR, OGDE¥: 1In checking with Mr. Huff and ‘
Mr. Carroll, the accsunting witnzeses in the case, there are

claims in both cases for certain residential conservation

MOHRSACH & MAASMAL, 'NCT, = 27 N LOCKWILLOW AVE. = MHARRISSBLURG. PA. (7112
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.
=

measures. The confusion which may arise is that these are

Tl
Nhbe L d .

[ 0]

not necessarily connectad with ithe master g¢lizn 3s

e

3;ﬁ These are claims ®or the companies' ongoing rasidential |
45 conservation preograms. . {
5% MR, SUFFIAN: So you are saying that the é
6;5 claims for the msster plan would be separate and in addition!

7 | o the claims that vou have already noted for residential

couservation?

(g ]

]
1
|
MR, OCDEN: Since I am not a witness I would

i0 prefer to have one of the accouating witnesses, when they

i1 are o- the stand, identify that for you and answer the g
i questicn. g
. -3 .; MR, SUFFIAN: Perhaps I can direet this :
! |
14 question to Messrs. Hood and Raber.
iz | BY MR. SUFFIAN: |
i6 Q Referring to Mat-Ed Exhibit B-1, Part &, !
7., on pagz 9, normalizacion adjustment ausber 7 -- do you have
18; that reference? |
9 A (Raber) Wo, I am sorxy I dom't. ;
20 § A (Heecd) It is coming. j
21; Q Under number €ive of the line aumbers i E
zzg read, increased payroll exvense due to perscanel additions ;
23% for RCS -- 1 take it that is residential socaservation servicé
. 24 energy suditc?
25 | A (Bood) Yes. sir.

GARESUAL, MG = 27 'L LICHKWILLOW AVE. = “ARRIGBUAG. PA 17112 el
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h Q That together wlth the normalization adjust-

1 ment number £ woden is noted on page 18, Schedule Ho. 9,

conservaticu services program, is that true?
A (Hood) Yes.
Q That total is half a miilion dollars, I

believe. the $284,000 for the RCS energy auditc and the

Tz

$216.000 for the normalizing adjustment, estimated costs

for the RCS program, would you agree with me, subiect to

check, that that is what it would amocunt to?

. "~ (Hood) Yes.

Q Are these costs, costs which would be claimed

@ for the msst plan, the type of costs incurred in the master

plan, or is this something separate?

s B St e

A (Hood) The RCS program is scmething separate.
It is being totally handled by the individual operatcing

companies. These companies are totally separatzs from

| anything related to the master plan.

i Q Therzs is scill the possibility, then, that

there zv2 other costs related tc the master plan that are

claimad in this rate case but you are not the witnesses to

ask that question to?

TS R TR

A (Hood) I am not the witna2ss, but to the best

of my knowledge there are.
MR, C3DEN: I think the accounting witnesses,

i
M e MOHRSACH & MARSHAL. INC. = 27 N. LOSKXWILLY AVE. = HARRISBURG. PA. 17112 -
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Mr. Suffian, would be the zppropriate witnesse
MR, SUFFIAN: Messrs. Fuff andé Carroll?
MR. OGDEX: Yes é
3Y MR, SUFTIAN:
Q Could you tell me whether say of ths cos.s f
|

incurred in the RCS, residential conservation services energy!

audit, or residential conservation services, whether any of

those costs might overlap or also be included in the master
plan? |

A {(Hood) Z2ecause of tha potential problems

between the state and the federal government we are doing

our best to keep the RCS program compleiely separate from

the master plan, in concept and in actual accouncing practices,
!
!

o ke2p those dollars sevcratce. |

Q They would bte separate, discraie costs?
A (Hood) Yes.
Q Could vou tell me whather the effects of

tn2 implementation of the master plan have been reflectad

in the energy sales of Met-Ed and Penelec? |

A (Rabar) They have not because of the time

iag involved in geiting che regulatory approval and in J

beginning the implemencation of these plsns. The impact

‘s expeciad toc be rather smasll, at least through 1901.

To the extent that lmplementation may be

accelerated snd a noticeable impact found, the sales forecast

2 . ua
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4 imatter in 1981.
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Q

A
Q

A

should bz reduced.

—— . A — i ———  ——— it e

A few women:cs ago I beslieve that Mz

istated chat you expect Lo have a Commission decision on this

(Hood) We hope.

Do vou know about when & decision is expected

(Hood) No, I ecan't.

| a final document.

Hopefully thar should only take about a

. month or six weeks.

11}

{

|
i
!
{
|
|

Q
A

Q

I think there is still a questicn up in the

statement or whatever,

| the Bureau of CEEP ia evolving this document from a draft to

air as to what sort of regulatory approval is actually

| required, whether it is going to be a hearing or policy

We plan on working with

g o3
S00Q

}
i
!
.’
|

 in 19817 Could you be a little bit more specific, if you can%

L
i
|

|

You have already submitted the initial draft?,

(Hood) Yes.

And now you are estimating a month to six

f weeks for Commission approval of the draft and then perhaps

2o | Lfurther hearings and further regulatory process berfove -~- |

1. A
a2l
4
22}
2+ 1 Commission.
~
-

¢ I
ey 1

L

-
-

23

~

IRBACH

(Hcod) A month to six weeks working with CEEP

. and coming up with a final document that would go to the

'
i
g .

Once the plan has been implemented, hopefully

&G "TARSH

S

-~
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and the 3avings generated by the plaa, the recucad sales
flowing from the plan!
A (Hood) We plan on doirg a number of things ;
. '

to try aad monitor the impact of the plan, rengiag frow
interviews and questioning custcmers who have been 2ffected
by the plan, doing actual lcad research on these customers,
monitoring them on their biils. and other things deemed
appropriate to try aand monitor and get a handle on what the
impact of the plan is.

Q You have this actuaily builc iato the plan,

menitoring of monthly bills and iacerviews with cus comers ¢

A (Hood) Yes.

Q Over what pericd of time, I mesn how often

will customers' bills be monitored, how cften will the inter-

vieus take place, over what perisé of time will this occecur? |
A (Hoed) We have not ye=t developed theose

specifics, but it is my opinioca that it should be & coatinuous

process.
Q Done on a daily basis, a monthly bagis?
A {Aoocd) Mavbe not continuous to the extenc

of daily or monthly even, but it should not bz done sftex
the first year and then forgotten about. Maybe every siu
months you have to look at it again or avery year you have
to look at it again.

Q Generally you are staticg there is specified

armrmmennees MCHRABDACH & MARSHAL, NG = 27 N. LSCKWILLOW AVE. ™ HARRSZURR, PA. 17112 et v
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{ T o 1
; » in the plan 2 monitoring -- .
i
2 A {Hood) Yes.
g ¢ Q ~-= device tc determine just whai the savings

are from the plan, but there are no specifics in the plan as

B

to how this takes place? ;

5 '
) A (Hood) The plan calls out our intent to :

f \
? monitor these programs.
g ! Q Are vou 8aying that eventually you will De i
Q f able to provide the Commission with & schedule showing the

10 | savings resulting from this plan?
11 A (Hood) Yes, estimated savings.
12 i Q Once the plan has been implemented and once ‘

i3 | the decision is made that it is & viable working plan, do

!
id ; you expect changes ia the load characteristics of your f
;5; cus comers? !
i5 n (Hood) Yes. ;
i7 Q What changes would you expect? *
i8 : A (Hood) Are you talking about just the £first '

i9 ¢ phas> water heater or the tocal master plan?

t
!
20 Q I am talking sbout the total master plaa. g
21; A (Hoed) Since the master plan coniains a :
22% variety of things in conservation and load management, I ;
ﬂ3‘ :

would expect a variety of impacts con the load shape ranging .

(8 ]

from pure conservation and geawral reduction in =2nergy

25 requirement to some significant load shifting from daytime

248

- P
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peak periods to nighttime off peak periocds.

Py
-

6 2 Q kave you prepared a3 study indicatiaz just

3 g what you expect the changes in load characte?fstics to be é
4£§ with che implementation of the plan? |
5 é A (Hood) Yes. i

¢ |
6% Q Could you provide staff with a copy of this?g
?j A (Hood) That is containsd in the initial |

| |
g | master plan document. g

| i

9'; Q Thank you. Could either of you describe '

i0 | what the planning 1s for che Forked River nuclear generating

11 | stacion?

A (Raber) The Board c¢f Directors has, I believé.

izi .
. 13 | in effect canceled the plan. i
14% Q Canceled t-e pian? !
15; A (Raber) The plan to constructz Forked River. }
h%? This is an ongoing issue within the Jersey Ceucral rate !

- | proceeding that is in progress at the wmoment. There was a

18 | fimr recommendation made tc the Board of Directors to stop

192 | coastruction of the plant and I believe thal was adopted. ;

20 | Q Thea will you have any currant plaass Cor the |
| i
J
21 plaat now that thz plani has been cancelad, for I think
;
22 introduction iato service in 19867 :
N (Raber) |
23 ! A / The plant as it stands now is in an earlr

£ constructioa. There is scuipmert on site wnnse

)
L

w
v
o

-z | disposition at th2 moment is uncextain.
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There is proncsed within the Jesrsey Centrul .
i case financial disposition of the lavesiment, dut I am not
in a position to describe the d=2lails of that. |
Q Turning to Seward No. 7, do you anticipate
| any delays in the in-service date of Seward?
' (Raber)
A /Yes, relative to the date that is preseated
in the load and capacity information in my pre-filed testimony .
l
|
' The in-service date of Seward-7 has been officially delayed E
. for two years, to May of 1929. %
i
Q Could you tell us what the status of the
' construction is for Seward-7 at the present time? }
(Raber)
A /1 believe there has been very little if any :'.

' actual construction activity on the site. The licensing of

| the plant is in progress and will continue to be pursued.

e O S

Q Mr. Raber, I believe you might be better
able to answer this. I would rzfer you to pages & of Penelec
and Met-Ed Statements I, and on page 6, I am quoting from
the testimony, economic conditicns heve changad which have

resulted in reduced near term sales and a siip in long-term

salas growth. These reducticns have led to the preparation f
of a revised May 23, 1580 load and capacity forzcast. g

Now were you also involved in the preparation

. . ‘ {
of the original load and capaciiy forecast? ‘

A (Ruber) You are refarring to the original

1980 lo2d and capacity fcrecast?

- MOANSACH & VMARSVAL, 1NC. = 27 N. LOCKWILLEOW AVEI. = HARRIS3IUAS. PA. 17112
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‘ h {(Raber) Which is pressated in the testiwmon;

1979.

and dated Qctober or therezboutis Yes, I was,

Q What specifically do you mean by economic

-+

conditions haven't changed? Are these economic condi:ions
between your iavolvament in the preparatioa of the original

- . forecast and the revised forecast?

.,

3 A (Raber) Yes. |
q | Q What would thesz =zconomic conditions be that
.~ . nave chacged which would lead co the rsvised forecast?

' q A (Raber) The original 1280 forecast, which

. was actually prepared during June and July of 1979, was

il |
. -3 + oredicated in part on an economic outlook that included a
14 f slecwdown in the econocmy in late 1579. g
15; By early 1980 the cu+lock called for a
16 recovery Irem this rlowdown.
i
17 1 Thi. id not happen quitfe that way in
i@ i actuzlity. The economy basically slid sidesways for tne

.o latter portion of 1979 through the eazrly portion of 1980.
-0 The April 1980 forecast was pradicated on
+; . an 2conomic outloock as of Marea 1980. That outleock also

called for a slowdown in thes eccnomy and our eccnomic

22
23 | consultasts -- this is Dztz Resourcesz, Inec. -~ 2xpressed
‘ .. some sentiment Ffor z mild teennlczl recession 2t that poiat

in time or later ia the year, vealliy, but also some sentimeat

— VOHBEACH & MARSHAL, NS, — 27 M. LOSKWILLOW AVE, = MHARRIBURS, PA. 71123 ~——
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for continued mild growth.

'
{8

the April 1980 forecast.

I would likz to point out cthat the slowdown
or technical recession, if vou will, that is embodied in the |
basis for the April forecsst, was s very mild one, and in
point of fact the actual szles for six months beyocnd the
April forecast have come in below those forecast levels,
particularly in the industrisl sactor.

This is indicative of a continuation of
conservation trends that were noted in the intervening
months, aoted particularly in the intervening months betseenT
the time that the original 1980 forecast was prepared and che.

i

time that the April 1580 fore.3ist wss prepared. !

Q Am I correct in understanding your test'unonyé
to be that the original forecast ia June aand July cf 1979
reflected a late 1979 slowdown with an early 1980 recovery
from the slowdown?

A (Babver) That is correct.

Q Andé that the March or April forecast of
1980 reflected & so-called mild technical recessioa and |
continued mild growth? I think you stated it in that way.

A (Rsber) At that point in time it was not
claar whether there would in fact be a slowdown of the .

economy and both possibilities were offered by cur consultants,

-
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Q Thea would you say that the revised budget |
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for April of 1360 was more v
recessionary effecrs. more impact of che recession than did
the original budget prepared in June and July of 19797

A (Raber) Perhaps I sheculd spend just a moment |
to define what I mean by a recession when I taik about 2
recession and perhaps wore iamportantly we should examine ,‘
what is not included in the definition of the term, recessioni

|
itself, f
My dictionary defines recession 3s a slowing

dowa of commercial and industrial sctivity. 1In the econcmic ’
field the generalily accepted definition i3 two coasecutive |
quarcers of negative growth in the real gross national
product or GNP, and by real GNP I mean, of course, the GNP

|
|
{
|
|

as adjusced for inflation.

“m

There is noiching ia the term, vecession, that
connotes magnitude of effect or magnicude of iampset 2ither
on the esonomy itself or on electricity sales.

Recessions can be very mild or they can be
racher severye. The slowdecwn in the economy taat was reflected
in both of those forecasts I would characterize as very mild.
Their timing was different.

Q Would you say that the origical forecast had

a more wmild economic develepment reflacted in that thin (did

the raovised forecast?

L s (O HARBACH X MARSHAL, NG = 27 H. LOCKWILLOW AVE. — HARRISBLARS, PA. 17112 e
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ig A (Rabar) For what specific time period?

2 Q Well, the original forecast -- they are both .
3 i for, are they not, 19807 {
43 A (Raber) The forecasts covered the period i

s | 1980 but other periods as well. Ia the original forecast |
6j 1979 was still a part of the forecast. i
73 Q I am focusing particularly and specifically

g on the test year, the 12 months ended 3-31-8l, so I am saying
o | did the original forecast for sales reflect less in the way ’

| of economic conditions, dowaturn in economic conditions, than,

i0 | |
11 T did cthe revised budget? f
123 What I qm-referring to, it seems for
. |
;3 | Metropolitan Edison the revised budget shows & drop in '
143 kilowatc hour salss from the original budget forecast of
.5 411 million kilowatt hours.
L& ': |
i |
17 Transcript continue< on next page.) |
18 | ‘
19 | :
20 1 '
214 |
; |
221 .
il t
ded

-
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] B (Raber) Yes, let me go back and saswer your

ffirst question, if I may. Let me cinaracterize the test vesr
by the calendar year 1930 since I hapven to have the numbers
!conveniently available for the calendar year.' The GMP
;forecast for the calendar year 1980 was actuzlly slightly

1

fhigher in the revised April 1980 fcrecast basis than in the

- Baa

earlier one. The kilowatt hour salas obtained from the

4

amount forecasi: are instead lower than what was obtainsd [rom

Bl AR,

‘the original 1980 forecast because of conserva:ion trends

' that were noted ia esch of the customer classes. These

trends really became markedly apparesnt in the iatervening

1

‘months, tte 9 months or 30 between the two forecasts and if
i

fyou look at toe sales for those 9 months, you will find that

*?tney are significantly below the levels forecast back in

?July of 1979.

Q Then you are sayinmg that concervation
reasures, a3 well 23 economic condltions were considered in
your prepsracion of the revised budgec vis-a-vis
vour original forecast?

A (Rabar) Yes.

Q I would like you to rz2far now to Exnilbit I-27

- for Met-Rd. Also plezse refer to C-1, Mr. Carter's exhin:t,
Referring row to page 3 of Exhibit 177,
and page Z of ;~;, column number 5 on p2ge 2 of C~1, ceoulid

vou explain zhe drop in residential megawatt hour sales from

- — - SHABSASH ANSHEAL, NG, = 27 N LoGX WiLLOv . SRRIGBUSE, PA. 17308 ~— e
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12,663,782 shown for 1981 on I-27, page 3, 2,578,6% megasact ()
‘hours of sales for the revised budgat?
A (Raber) I am sorry. The aumbers that you ;

i

%are quoting from page 3 of 3 of 1I-27 are the sum of the |
#top five numbers? ?
g Q Yes, per residential,

% A (Raber) And the two years that you are

! comparing here.

! Q I am comparing the original budget and the
wv'sed budget for 1981, 3/31/8L,

) (Raber) Could you tell me again where en

:C=1 you are looking?

Q On C-1 I am also looking on page 2 and I
1am looking under column 5. The first 5 lines would be the

e e S i ok

-

I ——

: total residential appearing on line number 6 at 2.578
imegawatt hours.
A {(Raber) In effact you are asking--

Q 1 am asking could you explain the drop of

:megawatt hour sales from the original budget to the revised
:budget? |

" A (Rabar) Sursly.

? Q Aad what pertion of that would be ;

? attributed to conservation? ‘

A (Raber) I believe wmost cf the drop is due to |

'; conservation trends. These are trends that wers bserved in |

e e MOMRBACH & MARASMAL, INC. = 27 N. LOCKWILLOW AVE — HARRISEURG, PA. 17112 =
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1%1&te 1979 cthrougt the £irstc quarter of 1582 and which are

1
‘ 2 §cap:ured in the short-term forecast methedology by a zclling
3 ,average techalque. ‘
fi }
4] Q Was it possible for you to separate the drop

% {in megawatt hour sales attributable to conzervation as f

& lopposed to the drop attributable to econcmic conditions?
1 {
A (Raber) No. 1 have no way to de that., I

o

2 [can only observa the historic trends and project them into the

2 yfuture.

b b il B BRI b il

Y

(@]

Q well, referring to the get.e-al service

ii 'customer category on 1-27, page 3 of 3, the 1981 where you
.‘

ZZQsee the number 3.267 million mogawatt hour sales and this

. ‘> |drops for the revised forecast, revisedbudget by about
L&%ZO0,000 megawatt hours and if you add on C-l, page 2,
"¢ column 5, the amounts or the numbers on lines 7 througn 11,

{

i we find there is a revisec budget zegowatt hour sales of

("'

“3

:3.60 milllon, approximately. Would you say that this

]

{5 | 200,000 drop ia megewatt hour sales is also attributable to

'ﬂliconservation?

25: A (Raber) These customers are primarily

31 ' eommercial and industrial customers and the answer ©o your
i

-2 quastion 13 yes., There are conservatica trands noted in both

£ o

tegovies.

(s
)

=5 3 would vour axplenacion b2 the same for (2@
=4 ~

drep in megawatt hour sales for the cusicmer classes LP and DF

VMOHRSACH & MARSHAL, (NG = 2F . LOCKWILLOW AVE. = MARRISPURGS. 7A. yiiz — o rr———
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i | petween the original budget and the revised? Wouid that aliso
1

1 be due to conserveticn?

A (Raber) This is the area in whici t.e

SIBDiaT

* | economic slow-down would probably be most visable. ;

(st
W S

Q So you are saying that the drop in megawatt
5f}hour sales for LP and DP customers would not be due to
? % censervation measures, but rather to the economic slow-down? i
g‘i A (Raber) Most likely, '
9i Q Thank you very much. Now refaerring back to
1‘3?my quotation on page €, you ha. : stated that economic |

i1 | conditions have changed which resulted in reduced, rear

j

1zgiterm sales. What specific period of time are you referring to

I;for your near term sales? Are you referring to the test year |
!

14 {3/31/817 |
l5f A (Raber) That would be 2 good characte-ization

35_;yes. Actually., our shorteterm forecast evtends two or tiree
}

'

, years into the future from whatever point in time we make it.

-3

i
’8:; Q Then does this extend further than the test
!year? I am trylag te hunt in what period of time your

r

“U | reducad near term sales are for.

o
—y

i A (Raber) I believe that the amount forecast

L

N |

;will show lower sales for sll pericds of time that are

o

i
33‘jcommon te both that foracazt and the previous ona, the one
«+ that was made ia July of 1979,

Q Well, both forecasts were for the year ended

e MOHRIAGH & MANSKAL. ING — 27 K. LOGKWILLOW AVE, = HARRISIURG. PA. 171!2 ——
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12/31/81, were chey not?

\ (Raber) That period of time .. covered b’

B N e =T WG

o

those forecasts.

Q Is a larger time period covered by some otheri

M )
\

{forecast that was submitted? They are limited to that period |

-

)

of time, are they not? I was under the impression that the

— 3

f

forecast was for the test year ended 3/3L/8l.
A (Raber) Tor certain specified purposes, that
is true. We do forecast out for 20 years for other purpcses.

Q What was the revised forecsst for the May 23,

1980 load amd capacity? Was that forecast exiended beyond

-

{the test year end 3/31/817

? A (Raber) In terms of megawatt hour salas’
4 | Q In terms of sales, yes.
A (Raber) VYes, the forecas® did axternd beycnd

]

thst.

Q Hew Zar beyond that period did it extand:’

A (Raber) Detailed sales were . ‘ecast througa
the end of 1932.

Q Now were the condirions that were coasidered

! in that Zforecas: for the 12 months ended 3/31/3L, are thay

.-

ewpected to coatinue? Are they lacorporated in that forecast

-

to continue uncil 1582, the cate you ijust specilied?

LS

A {Raber) The period Leyond the test y=2axr an

2 108" tod : —_— A aling=1ig!
on into 1982 was ancizinated to continue & very sluggish

HASACH & MAASHAL, INC. = 27 M. LOCKWILLD AYVE, == ARZISSURTG. PA | B3 B B JESST———————
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g

L

h

A %growth trend that was projected to start earlier some time
Z :'gwithin the test year, .
3 ; Q Then are you saying that the econecmic

4 gconditiona will be somewhat different as Incorporated in the

< gforecast after the test year, that although they might change

il
6”§somewhere in the middle of the test year, they are expected

7 {to continue after the test year into 1532 and they are not

8 f

= =

freilected in the entire test year for March 31, 19817

O
.

A (Raber) On an anaual basis the.2 is

0 ! expected to be very modest growth in the economy on a year-

i1 ;to-year basis.

-

-y Q I don’t think that answers it. The question
i3 |is are the economic conditions that were incorporated in the

i4 |

e N

forecast for the 12 months ended 3/31/81 the same conditions

==E

‘% that will be in that forecast poat 3/31/8l and you seemed

{0 to have indicated a moment &go in your testimony that some of

jed

7-%the coenditions will change in the middle of 1981, in the ;

135§middle of the test year and will coatinue on to 1982, is that

19 | 507

p_—

=N

=

4 A (Raber) There is a sluggish growth trend

21 |

projected beyond the test year. ;

—

f]

< Q Could you tell me whether the revised load

!

RS T

“3 " and capacity forecast of Mey 23rd, 1980 was the same one
74 lused by Mr. Carter in the development of normalized budget ‘j '

ﬂﬁ‘:operating revenues? I think that is Exhibit B~l, Par: 4.

B
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Do you kmow the ansuar to that quescion?

Lo

W
DI T BT L

A (Raber) I am not sure.

Q Well, your testimony states at pags 5 that

v ithis revised load and capacity forecast, May 22, 1980 forecaatg
1 |

§was made available to Mr, Carter. Are you seving you don't

~

® know Mr. Carter used it? |

A (Rab--) 1 cannot testify that he used it.

-
s T

S;It was made availa® .¢ to him.

Q Ckay. How bave you submitted 2 copy of this

é
1
‘0 lrevised May 23, 1980 forecast to the Commission?

i

il A (Raber) I think the answer to that juestion

2 +is yes, but I did not personally send the Commission a cooy

1 i {
“? Yof the load and capacity forecast documenc. |

; 1
5 Q I would like to ask onz of the attorneys |
T?5'597!1&’:!1:21' or not thisz revised foracast hasz been submitted.
6 gpaff is unable to loeate it.

17 | MR. SELTZZR: 1 am not aware chat there is

‘€ sny submission bayond what is in the various exhibits and

»

tha testimoay.

-

M. SUFFIAN: OCould you provide that for us? |

1

LA

4l THE WITNESS: Certainly. Plecas of it arz
& ;15 here in terms of the loadiag capacity tablez. They ars

?3 ! gubmitted. They ave submitied as exhibirs,

24 MR. SUFFIAN: Quite frankiy, we «ar2 having a

“7 . bit of difficulty seperating the original forecasst and the

OHRBACH & MARSHAL, INC. — 27 N LOSK WILLOW AVE, = HARAISEURG DA 17112 s e
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=

L revised and that is why we are specifically requesting the

-l

“-

i revised Irom you now.

MR. SELTZER:

We naven’t been able to locate that.

If you take a look at I-24.

THE WITNESS: Perhaps I can assist you by

distiaguxshing from the two in the exhibits in the pre~filed

tastimony.

I believe that all exhibits

|
g
|
|
|
]

prior to Exhibit 1-231

Apertain to the October 1979 load and capacity forecast,

‘n

jexhibits 1-23, I-24, 1+25 and

Eand capacity forecast.

i0
0 i
:

1-26 are for che May 1980 load

i

MR, SUFFIAN: Thank you very much, Mr. Raber.

j .,' BY MR. SUFFIAN:

Q I would like to refer again to Exhibit C-1,

page 2 of 3, that you were looking at a few moments ago for

‘
‘
{
‘
1
i
i
‘

et"gd .

'

I

A (Raber) May 1 ask you if you still want the

load and forecast document?

Q I don't think we will need that.

#will refer to what you just referenced us.

——rdE

Now again referring to column number 3,

'btdvated usaze and megawatt hours, on lime 25, tctal company

7 ,889,171 megawatt hours.

{
:fzgura from your ravised forscast? 1Is that what this reflects?

' how Mr.

MOHRIASH & MARASHAL, INC. = 27 N. LOCKWI.LOW A

A (Raber) I am sorry.

Carter got to that number.

wWas this the total revised sales

1 don’t kaow precisely

MR. SUFFIAN: Your Honor, that is all the

VE -

1ARRISBURG
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i
|
i
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I think we
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i

c¢ross-examination Trial Staff has of ir. Raber. However, we

b

§Co ma2ke it on the record?

2juculd like to 20 off the record and make a dsta request to

3§the company with Your Honror's permission. _

4; T3E ADMINISTRATIVE LAW JUDGE: You don't want;

p f,
|

MR. SUFFIAN: We prefer to make it off the

- L

7§record. It is a bit cemplicatad.

8 ‘3 THE ADMINISTRATIVE LAW JUDGE: Very well. ‘
9,; {(Whereupon, an ¢ff the record discussion was ;
10 {ho1d.) |
il ; MR, SUFFIAN: 1 beliesve off the record, |

iz}Si:aff discussed with the company a data request and I would
! |

i3 jlike to summarize that data request at this time on the record}

]

id | We are requesting the company, the respondant,
L% lto provida us for, Penelec with a recoaciliation of the

+© original budgeted sales shown oa Exhiblt I-27 .ith ravised

s -~

Y budgeted sales used by Mr. Carter shown on Exhibit C-

-

i arc

% 'we are also asking raspondant to reconc.'e this diffarernca
" lwith the megawatt hour ssles shown in Exhibit Bel, Part 8, |

A page 3. Thank you, Your Honor.

21 4 THE ADMINISTRATIVE 1AW JUDGE: Anythiag

22 ' Eurther?
]

|

s MR. SUFFIAN: ©No, Your Fonor.
THE ATMINISTRATIVE 1AW JUDSR: Let's take a

25 ten minute recess.
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AL

il MARVIN RABER and WALTER T, HOOD, resumed. .

2 ' BY MP, BARASCH:

3 i Q Good afterncon, Mr. Raber. I am David 5
4% Barasch and I am with the Coasumer Advocate cffice. E
Sg 4 (Rsber) Good afternoon. !
6 Q A couple questions I want to ask you follow- !

7 | ing up on some cross that Mr. Suffian was doing.

As I understand it, you wers comparing an

&
————— e P p s e
—— e

9{ average forecast with an April, 1980 forecast and you
i | described that.forecast as showing basically a lower set
i1 | of sales levels for a period of time a¢ opposed to the
i2 original forecast, do you recall that, sir? ‘

13 A (Raber) Yes.

S —

i4 Q I thought, o summarize, you wers basically

i t
15 | saying there were two elements that were probably responsible

16| for the diffarences between the original forecast and the
17; new forecast. One would be a further greater recognition
283 of conservation impacts and the other being the impact of

19 . the econcmic slowdown. Would you agree with chat?

20 A {Raber) Let wme recharxacterize that just a
4
21% ‘ittle bit. When we started to do *he April 1980 forecast |

22 | we had actual sales data for a peried of about nire months

to compare with the forecast that had been prepared in July ‘

s | Q I thought it was October 1979.

" :
e e ICHRBACH & MARSHAL. INC ~ 27 N LOCAWILLOW AVE. = HARRISBURG. PA. AR T I
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! The forecast wes actually prepared in Jun

A {Raber) The publication date was Octaber.

>

and July.

"W

Q Okay, fine.

A (Raber) So I have nine months of data and
those data show that the forecast was teoc high, in spite of
the fact that the economic slowdown that was implicit in the
July 1979 forecast did not materialize --

Q Not at that time but rather at a later point
in time?

& What 1 am trylng to point out is tchat that
is pretty solid evidence of conservation trends.

Q Okay, but I just want to pursue that one
point. Vhen you say it did not materialize, whet you are
saying is it did not materialize at the time periocd that
you originally expacted but rather was delayed by several
months.

A (Raber) In March the outiock st that point
in time for the future economic performance was thac ac

worse there would be a mild -- call it slowdown, csll it 2

tecanicai recession -- gt best there would be no such thing,

there would be a continuaticn of ‘eways movament, pernsps.

with very slow growth. That was c¢he thinking that was
mmbodied in the April 1580 forecast.
1 would 1like to point out also that (he

April 1980 forecast is also tco high. It is lower Chan the

i
|
i
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July 1979 forecast but still too high. It is above the
éctuais that have sccunmlated for six months Ffor which I
have data. This is through Septembear.

Q I believe you already testified to that.
BY THE ADMINISTRATIVE LAW JUDGE:

Q What about the GNP for that period, was
that stationary? Did cthat increase?

A (Raber) Do you mean the gross naticnal
product?

Q From July, yes.

A (Raber) Mo, there was a rather dramatic

drop in the second quarter of 1980. That dramatic drop

was not foreseen in March even though March was immediately

prior to the time when that drop occurred and that dramatic

drop has not been incorporatad into the April forecast.

BY MR, BARASCH:

Q Nut into the April forecast but I believe

you did test fy -~

MR. BARASCH: I am sorry, Judge, were yau

going o pursue that?

THE ADMINISTRATIVE 1AW JUDCGE: %o, go ahead,

that is all right.

3Y MR, BARASCH:

Q T believe you testified in the six monihs

sinca the April 1980 forecast you have seen rather marked
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sales levels below vour forecast level, I belizve that is

, what you testifiec to just now and alse in response to Mr.

Suffion, is that correct?

A (Raber) That is correct.

Q And I believe what vou have said is that to
explain that difference we could lock to -~ and Y may be
overly simplifying matters -- we could lock to conservation
impact in the residential and commercial sectors and the
impact of a business slcwdown in the iadustriali sector,

LP, is that what you testified to?

A {Raber) Substantially. yes.

Q I can take then from that and state logically

that if we were to factor out the impact of the business slow}

down on your industrizl cuszomers, however that might be
Juancified, that we would see 2 smaller disparity between
actugl and budget than we are seeing at tha present time?
1t is kind of a logicslly deductive statement is what I am
crying to ask as a question.

A (Raber) You a2re suggesting that at least cn
a hypothetical basis 1f one cculd factor out the impact of

the observed slowdown relative to (ie slowdown thot was

\

|
|
|
|

|
i
|
|
i
|
!

|
3
l
|

‘
'
1
!
|

|

implied in the basis for the forecast, one might get “actual”

salas that were cleser to what had been forecast, and T
lupoose oo a aypothecical Lasis that would be correct.

Q But even more than a hypothetical hssis, on

- HARRISBUNG, PA. 17111 e
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a logical basis isn’t thac necessarily the result? If you
have two elemeats that aeke up the differance between your ‘

3 ; »1dget and your actual and they both have a npegative or

-

, depressing effect upon sales if you take one out, isn't it
5 . logically necessary that you are going to end up closer to

your budgeted level, to your forecastad level I should say?

' 3%

75 A (Raber) Qualicatively, yes.
é; Q That is fine. Then there was anccher matter
9 | that you were discussing with Mr. Suffian, 1 believe Mr. |
i0 E Suffian was asking you about changes of coaditions that were

13 | ocecurring during the test year or in the midst of the future

test year in this case and that these factors were expected

=
e

13 not to continue afiter the end of the test year. He was ukin,‘;.

i4 i you a question aleng those lines. Do you remconber that, 3124

L5E A (Raber) 1 remember the line of questioning.

15 ! Q And T believe you answer to him was somethiné

{7 that, yes, when we lock shead we will see a period of sluggisn
‘ |

i

;2 growth or something like that -- do you remember that answer,

19 sir? |
i

20 | A (Raber) Yes. ;

31{ Q Now can I deduce from that answer that what

32 | you are basically saying is that sluggish growth in the ‘
| |

R

23t £yrure is scmething more than the growth levels indicated
247 in the test vear? That slugzish is & more optimistic phrase .

25 than the one you might use to describe the growth patterns

2 MAMRBACH 8 MARSHAL, ™S = AT N COCKWIRLLOW AVE. = HARRISBUAS. PA. ITVIZ s
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] that ectually did occur durlng the test year or expec:iad to
4

| occur during the future test year?

\
3 g A (Raber) Let me agnswer thac qpestlon by :
4;! referring to some projeciions of the gross naticnal product !l
51 and cisply using that to characterize the economy. !
6:‘ The cutleck as seen today is for a gross :
73 cational product in cslendar 1980 that is on the order of :
CR L percent below the level that had been foreseen back in !
o " March when we were preparing for the April forecast:, '
10 | The same kind of thing holds true for 1981,
i1 ] The current outlook is for a gross natiomal |
12 , product that is perbhape 1.8 percent belew the level that had :

. 12 i been foraseen back in March of this vear. |
ig All in all, it is not likely that the

{ eccnomic activity in 1980 or in 1981, and therzfore by
16 Loplication in the normalized test year, will be as high
17 @s had been lmplied in the April 1980 forecast.

i8 | Q T am having trouble. I don't think the
1o | answer is resvonsive to the question. Maybe that 13 because ‘

! the question was not clear. But I don't think you have

- gnswered the question.

&4 |

22| A  (Raber) Please rescate your question.

23 : 0 You referred to 2 prediction for sliuggish '
. growth characterizations, 1 a2ssume IWH sales ia these twc

+x  GPU service terricories, in the period of time after the

e OMRBASH & WARSMAL, ING. = 27 M. LOCKWILLOW AVE, = HARAISSURG. PA. 171712 e
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end of the future cest vear. Wnat I am trying to find cut
is, whea you characcerize something as belag marked by
sluggish growth, is that a higher or lower rate of growth
than the growth thai actually was experienced during the
future test year or is expected to be experienced in the
future test year? ,
A (Raber) 1 am sorry, but I missed something |
in the latter part of that. !

Q Let me try stating it another way. We couldi

!
look st the various exhibizs that you are sponsoring in this |

i

!

proceeding and come up witha demand and KWH growth rate for
the year marked by the two end points of March 31, 1580 and
March 31, 1981 and we would come up with a rate. I believe

in the course of your cross-examination by Mr. Suffian you !

vere ssked whether or not some of the events that contributed

to the experience in the futuraz test year would be axpacted !
|
to coantinue into the future and your response to that '

question was -- I am doing this from memory -- no, we can
expect to see sluggish growth in the period of time aiter l

the test year. l

What I am trying to find out is, when we
start looking at 1982 versus 1981, 1983 versus 1982, are we
going to see growth rates that are higher or lower than the
difference between the end of the historic test year and the

end of the future test year in this case?

i

L——.._._. MOCHNRBACH & MAASHAL, IMC. = 27 N. LOCKWILLOW AVE, = HARRISAURG, PA. 17112 ——memmmd
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I em trying to underazand =iac

- ' o - brserey i o
2 %ora, 3LUEgLSN.

A (Raber) The zrowth rate Lor Penzlec cales

for zxamnle, for the test year ending March 12870 relative Co

e
..;:3

The corvespondingz aumber for test yes

ending 1%81 relative to the test y2ar endiang 1980 now i3

2.3 perceant.

Q Moving ahead,
A (Raber) Moviang ahead cne more year it is

cloge to 4 perceuc.
Q And moviag beyond that?

A (Raber) I don't have thac £igure in front

of me,

0 But we can 2xpect i to contiaue ia the
viciaity of 4 percent or not?

A (Raber) My zuess is cthat it will act, partly
becausa the master planning imeact should ba seen Ly then.

Q Turn your attencioa, please, to your Exaidi
1-15, page 1.

THE ADMNINISTRATIVE T4V JULGE: Waich

vou mean by

i 4
4

»

+ 3

#areh 1972 I have as sbout 1.3 perceat.,

MR, BARASCH: It i3 the same sxhibit ia botk
cazes, Vour Horor, SO we caa refer oo gither ona.
2Y MR, BARASCH:
Q There vou provided a3 Saptambar 1977 winter
e —irmieess STOIINBACH B MARSHAL, WGC = 7 LOCH VILLOW AYE, ™ WANZNEPINS. 928 i -

exkibitc?
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load capacity forecast for all the GPU subsidiaries, right?

o)

A {Rabar) That is correct.
3 Q And there it shows Forked River coming on
4, line in 1986, and as 1 understand your answer to @ question

earlier today that is no longer a2 valid assumption.

U

6 A (Raber) That is correct.

4
7 i Q Isn'c it crue that your New Jersey affiliate
3| has petitioned the New Jersey Public Service Commission to |

\0

abandon Forked River?

O

A (Raber) That iz correct. 1 am hesitant

-t
Pt

| over the use of the werd, abandon. Let's simply interpret

i

it loosely and I will accept ict. ‘

i3 Q That 1s fair enough, and as I understood |
i4 | your testimony, there is some corsideration now as to how !
|
)

15, the company might attempt to write that off or amortize it

16 off against the beoks of the cempany, is that correcc?

i7 A (Raber) That is an issue in the curreat
E ) H 4 8
'8 | proceedings.

|
19 | Q But it is ocaz ian which the Beoard of i
Efo Directors at least in principle has deszided has te be done? ,
21| A (Raber) Yes. !
22 Q 1% you will turn your atteantion to 1-24.

23| there we are locking a= your May 23, 1980 load and capacity

24 forecast and there 1 see that no loanger is reflecied Forked

River plant, correct?

— RBACH & MARSHAL, ING, = 27 N, LOSKWILLDW AVE. = HARRISBURG., PA. 17113 vt




.

£
O
0

Dacaer-¥ood-grosse

e = S L e R =S e o e e PRI P S . ol
5
! — ok ;
| A {Favar, Thac 18 zorrect.
- 8L30 GOZICS 3§ - OhL L1*2 =8 Tzi.e¢ed &

{ fipm surchase of 1,000 megavwarts for Jersey Central Power and
Light in December of 1934, I wonder if ynou could tell me
what that i3 all about. Where is all thac ceming from and
what is the idectity of 4it?

A (Rabar) Thst is intended te portray & firm

purchase from Ontaric Hydro to be cbteined throuzh 2a uader-

water cavle under Lake Erie.

Q Has anvthing occurred towawd briaging that

power in vet? Ras any coanstruction ucarted? Where are we

;,  lo chac?

133 A (Raber) Mo construction has begun. The

14 negotiations with Ontaric Fydro are still in progrzss ana

.= | 1 belisve ceriain licensing activicies are ia pregress.

6 Q Now looking et beth I-13 snd I-24, in both

15 of these load and capicity forceasts the compery nzs included
'3 capacicy from T™I-1 and T™I-2, that is corzrse:. isn't 1:?
i€ A (Raber) Those two units are rziained on the

- . TOlis of available capacity, yes.

;;j Q Have you devaloped a forescast that wonld

7:: produce a profile for the company under the assumpticn ita:

. MI-2 never returnad to seorvice?

A (Raber) I ar noi aars what you mean by 2
forecast that I would have propsred. What specifically aze

- ———— .
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you looking for?

Q What Das tne coapany done in Zhe way of
planniag or orojescting their needs cut inte the future on
the gssumption that TMI-2 deas not come back on line?

A (Raber) The needs of the company are better !
characterized by the demsnd forecast. If TMI-2 were to be
not available w meet these nszeds at some point in the future,

[

then some substitute capacity would clesarly be needed.

Q On @ simplistic level, would it be fair to

©
)
‘g

that you could kind of cakzs your 1I-24 and just subtract
200 megawatts out or 83C megawarts ouc?

A (Raber) That would be one way to do it.

Q Our of ycur installed capscity? '

A (Raber) That is corrzet, that would be one
way to do it.

Q If such a hypothetical assumptlicn wers wmade,
wouldn't the zbsence of some 800 to 900 megewatts of power
of TMI-2 cause GPU to have to revise its plans in terms of
mn2eting the overall demand nesds of the systex?

A (Raber) Substitute casacity might bava o ’
be planned for depanding somewhat on the degreec of succaess |

in the master plan activities.

(* ~ 3 $%iw b 3 : > £
Q Could it possibly have the impact of
o] o qawd - JRRppe——" Ay 2o sl £ »hmad fand ! an ‘
citaring ir -gervice dates v sume of their facilitiss
that CPY is presently actemp: lag to bring on line ia the next
AIAZH & ASMAL. INS, — 27 M. LUCKWILLSW AVI, * HARRISOURG. PA. 17112 e
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five to cen years?

A {Raber) 1If you ar2 zhinking should these in-

service dates be moved closer tc tne present in time, I have

to answer that ynestion with & no, because the present in-
servic2 dates for major capacity units are constrained by
finsacing conciderations.

Should those be reliaved, then perhaps the
answer to your question would be yes.

Q Thank you. As I uanderstand it, on page 2

of your testimeny there is a suggestica that prudent planning%

should assume that TMI-2 may not return. I guess in keeping

with that expression, that position, do you believe that it
is ipcumbent upon the company to at the present time begin
making provisicas for meeting your capseity needs without
THI-22

A (Raber) 1 believe it would be prudaat to
incorporace such 2 scerario ia our planning, but let me
point out that I have testified a {ew minutes ago that
Sewara~-7 has been delayed relative to the informacion that
is presented in the pre-filed testimoay.

Q Yes, I understcnd that.

A (Raber) We mgy lay plans but thaere is no
mechanisa of implementing these plans without regulatory
recognition of th2 need to impiement those plans, both in

& financial sense, a rate-making sense, and in a permitting

INS. = 47 . LOCKWILLOW AVE., = HARRISCURG. PA. 17112
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or licensing sense.

et

Both kinds of support from the regulatory

(3]

LIRS N B - el B

agencies are required.

1 wonder if you could deflne for me what

A

load factor means when we are talking about generation, a

@i

&

. | company's generaticn plaat.

(Raber) Are you referring to the ratio of

|

| net system requirements, megawatt hours generated during a
year relative to what could be genasrated, given =-- sdppose
you tell me what you mean.

I think che definition you were starting to

O . e e e el i et e

give me, sir, was a definition of capacity factor. 1 think
what I am interested in talking to you about, I believe. is

the factor that would express the relationship between

e S SR

. averzge demand and peak demand. Are you familiar with chat

| concept, sir?

(Raber) I think I can visualize what you are
saying., yes.

if Your Honor please, 1 am

MR, SELTZER!

perhaps a little bit confused, It seems to me that this

BY MR, BARASCH:

5T SR AR B Ry

Well, are vou femilisr wich cthe term, load

factor?

i 2 MARSMAL, INC. = 27 . LECXWILLOW AVI. = HARRISBURG. PA.
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pretty clearly may be an area that is not within Mr. Raber's-}
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‘ A (Raber) Tes. |

Q Or is that a phrase I 2z using cut of context?

; A (Raber) Yes, I am fsmiliar with {ir, i

E G The way I described it, does that match your !

{

: understandling of what that word means? |
; A {(Raber) As I understand what you have said,

4
! you are looking at the ratcio of averagz demand expressed in
! megswatis, this is a time average demand, cover say a pericd
of a year, relative to peak demand --

|
; G For the system?
|

| A (Rabex) For the system.
f Q Fine. Nouw if we zgsumed the load factor as

. 80 defined for Met-Ed and Penclec, for =ach of them. is not
| getting worse over the passage of .Lime, wouldn't it be true
* that XWKE consumption would grow at at least the same rate
as KY demand grows?

A {Rader) It snould be,

{Tracscript continues on next page.)

— S e TR ek
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Q vow caka a look cver ai I-24 again, ‘
please, winlch as I understand, reprasencs your latast lead
and capacity focrecast. Tould you accept, subiect To chesk,
that I-2%4 shows peak load growth for Penclec at a growch
rate of 2.9 percent in 1981 versus 1980 and 7.4 percent
growth between 1982 and 19817 Does that scund zight to
you, six?

A (Raber) You ares looking now on page 1
of 6 of that exhibic?

Q That i{s correct.

A {Reber) Could you tell me which numbers
you are using to get those? ' .

Q Well, we show 2 summer load for Pemelec of |
1760 versus a begloning number ¢f 1710 which we comrute st ;

|
at a rate of 2.9 percent, aad in 1282 a figure of 1890
varsus cthe 1760 or 7.4 percent, I am just asking you to
accept if those number: ¢ correet,

A (Raber) “ubject to werification, I will
accept them,

Q Ckay. The 1710 represents your projeciad

summer leoad for the summer of 1980, 1s zhat correct?

. 2 ) 2 .
A (Raber)} That ‘2z correct,
'
Q Mow duss Turn e ques:zion slightiv and
- o -...o‘. - b b -l q""' - J..—c.‘u.--} ahoA
130k 3¢ rha Met-%d fisurez shown chers. Tjsuld - annant
<I0K ab uLie NMeC-L0 Ligurss sown cagsra, dSULC FOU acC2W e,

z-1hian® = - .- 1981 a1 ity el sang 2 R® o~y .
sibjact to check, that che 1981 summer peak that was 3.3 percen:
e -

i csmse "ICHRABACH & MARSHAL, NC, = 27 N. LOCK'WILLDW V. ARRIZBLAG, 24
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avove the 1980 peak and that the 19582 peak iz 4.1 percenc

| above the 1981 peak?

f A (Raber) Subjeci to verification, I will |
; accept chat. | |
3 Q Would you turn your attenticrn to 1I-23,

j please? Would you accepi, subject to check, that the !
j April 1980 forecest of net system requirements in Cigawatc

i hours shows Met-Ed growing by & percent in 1981 and Penelec

; growing by 3.9 percent in the same Cime? |
? P (Raber) I will accept that, too, subjeect to
| verificatiom.

: Q Now, from your understanding of the forecasf

and planning ne=.: of these companies, particularly as |
+ ghown on I-24, if MI-2 does not recurn to service, would
I be correct that Penelec would still have a posktive
winter reserve margin at least through 1938, 19239 under your
May 1920 forecast?

A (Raber) You are skipping around a bit.
4 The numbers that we were reading before are from the surmer
load eapacity forecast and now you ar2 addresging -~

Q 1 am sorry, Leti's stay with sumer, I

. misspoke. Just going back to the firs age of I-24.

- T—

A - (Raber) The percent jerves are indicar:
right on cthat rable.

Q Yes, I undarstand, and as I underscand it
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i | vou would still have a pogitive reserve mergin without ‘
TiMI-2 until we got out to about 1928, 19397

A (Raber) That is possibly true for the

4 i sumner peak years.

Q Fine, but on the other hand, looking at '

o et M R o

% | Met-Ed numbers, that would hazdly be the c2sa, would ic?

! ; In fact, they probably don't, sxcluding TMi-2, don'tc have

3 E enough capacity at the pregenc time?

9 ! A (Raber) I believe that is correct. 1If

0| you give me a moment, I would like to verify something. That

‘1 | is corraci. Met-BEd would be short of capacity in the late |

12| 1980's. o

i3 | Q Met-£d? 3
*é A (Raber) Excuse me, but I thought you :
: had asked me if Met-Ed would in effect be zhort of capacicy |
%2 in the late 1980°'s,

17 ’ Q 1 asked you Lf the situation is sco muck

12 worse chey would be short of the capacity ac the present time
cd without TiI-2.

A (Raber) Without TMI-2, they would be. ’.
31 Q Okay, fine, and also, as 1 understand your

22 | present forecast, that forscast deoss not call for Met-Ed ,

b

.2 ' a2dding any capacity of its own until May of 1991, Am I v.

rezding these exhibits correctly?

A (Raber) You are now back in I-247

19s, = 27 i LICKWILLD A SISTLUNG. a2 e e
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Q Yes, from which I don't think I have
strayed.

A (Raber) That is correct. The first
capacity addition for Met-Ed is shown in che year 1991,

Q What is that capacity?

A (Raber) It is a r:rtial ownership of a
coal unict,

Q We don’t even bave a name for that plant ;
yet, do we? ‘

A (Raber) That is correct. It is merely :
identified as Coal Ore. |

Q So then would it therefore be true to say
that Met-Ed will continue eicher to rely upon its own
more expensive units or om purchase power for a larger

portion of its energy needs in the future thaa it did prior

- te March of 19797

A (Raber) I am not sure what you mean by
relying on its own more expensiva units, Tha Met~Ed units
are dispatched in conjunction wich all the cther unitcs
wichin the PJM system and to the extent that the Met-Id i
vnits do not operate and provide energy needed by Mei-Ed's
customers, purchases will be necessary, yes.

Q I guess the resason for thetconfusicn is

if we had TMI-1, TMI-2 there would be Met-Ed units that would!

either not be called on to serve Met-Ed or there woulc be
| up

e cm——

Y 4 B 7 (poemmm——
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i1 | return to service?

W

LYy

| Met-Ed's purchases of energy from other utilities would

5 experienced by Met-EE a3 a consequence of the accident

' another vehicle, but that does not mean for sure there isn't |

| ene, :
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+ hours of the day where Yet-Ed would not feel the nzed to 2o .
cut and purchase power cutside of Cheir own needs both inslde

« the pooland utside the pool?

A {(Raber) 1f TMI-L or Tii-2 were available,

| certainly be reducad.

Q I believe it would be falr to say that the

{
substantial increase in fuel costs chat have been |
w11l not decline during the 1980's unless TMI-1 and/or TMI-2 |

A (Raber) I cannot offhand think of

MR, BARASCH: That is all the questions
I have for the witness, Your Honor,

THE ADMINISTRATIVE LAW JUDGE: Any further |
cross-2xamination? |
MR, WISE: Yes, Vour Honocr,

BY MR, WISE:

Q Mr, Naber, my name is Kenneth Wise. Fow

T do you do? Mr, Raber, you testified earlier concerning ihe

fact that a lot of the revised downturn in demand was besause ‘
cof energy conservaticon., Do vou recall that?

A (Raber) 7es, I did.

MOUATASHM & MARSHAL, (NS, = 27 N/ LOCKWILL W AVI. == HARRISIUREG. A TR e —— c—
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Q At least that wes your readiag from the
'dmw?

A (Raber) Yes, thet is correct,

Q And as 1 understand i, yecu can’t reallw

quancify what portion is conservation and what nor.len is

downturn in the economy or stagnation in the econcmies?

A (Raber) It is 4difficult to separate those

C Does Met-Pd or Penclec or GPU have any

tests that they are going tc run,custcmer surveys or the like,

- .

that would verify or quantify whai portion is couservation?
; A (Raber) Yes, we do surveys on a reasonably
regular basis. There was a survey completed within the
last few months that indicatesz such things as a heavy
penetration of weod burning stoves, particulariy zmong

Penelec's all-electric customers. To some extant Met-Ed's

7. all-elcctric customers, chose classes in particular,

Wheche: this can be converted into a precise quancification
of how much energy is saved is problematical, but we do

se2e Lrcm the surveys that w2z run that customerz are taking
certain steps, thet being one of them, and in the commercial
area the marndated thermostat settings for commercial |
buildings, this was Presideni Cartex's mandate as of zboui
July of 1579 to set thermostats in commercial bulldings back

to zbout £5 degrees or no higher than 85 degress during the

e menacen RO RDBATH & MARSHAL, NG, = 27 N. LOCIWILLGY AVE. = LADRISAURSG. PA, 1712
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eatling season and no lower than 7& degraes during che

<2

cooling season. Thatb2s produced a ong cime conservailon

henefit in cthe ccmmercial area, tut again, I have no way

. of firmly quantifying that,

Q I am a2 1ictie lost, I am afraid. How are
vou able to make growth estimates if you cannot quantify a
significant factor in your projecticns?

A (Raber) Well, in the residential area,
for instance, we can observe the time trends of use per
customer and che tise ctrends of the number of customers in

boch the all-eleectric class end in the non-total electric

‘72 classes and Chese can be projected into the future.

Q I don't know if that answers my questicn,
My question is -- Well, let me ask the question in 2
lictle different way. Do vou have any sort of mathematical
equation or anything of this sort to be able to ideatify
wiat effect conservation iz having and will be having on
losd growth?

A (Raber) At thisz poiat and time, T havse

no mathematical equation that will tell w2, that will

characterize these sonservation trends in the way you suggest,

Q Are they entered at all into your lead

growth projections?

~

12 month rolliing

? 4 P | 7 U Ay -
g {Rever) Yee, ¢y aesms <

averages of the historical daca. That would capture it to
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excani that che historical data caa be profscced Into

future. Obviously there 1 certain amount of judgment

- . {nvolved ia making that projection,

Q Do you know what emeuncdf judgment goes
into making that projeciion?

A (Raber) The best way I can answer that

questicn is to suggest that vou look at the year-by-year

forecast of sales and that will teil you for each cusioczer
class what we have infaet projectaed. 1In a qualitative sense
we have projected some of these trends wlill slow down.

e do not think chat the penatratiocn rate of these weod
burning stoves will continue at its recenc past level fer
vary much longer. The thermoscatl gethacks that I mentionec
before get you a one time change basicsliy and then vyou
revert back to something resembling the old growth rata.

C 1s it fair to say that over the pasc five
years the actuzl growth rate is scmewhat under what Met-Ed's
projeciions have been for the years previous?

A {Raber) A least on a short-term basis
rec-BEd's forecasis have been preity accurate and as 1 recall
socme of chem have baen a bit too hizh and seme of them have
bzen a2 bit teo low.

Q Have the projections that Mat-Ed has

as
van us/part of i supporiing data in the eniire raie

- &

ad
i
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place subsequently?

A (Raber) T don't personally have 2 knowladga
of what specifically was in the fillongs, but on a one-year
lock ahead basis for the lasi five or so yzars }nava zone
back and checked Met-Ed's sales forecast per se without any
adjustments being applied to them for purposes of rate filings
or anything of that nature. They have generally been
accurace to within about plus or minug £wo percent. As I
indicated before sometimes a2 little on tne high side and
sometimes a little on the low side.

Q T would like to dirsct your zaittention Co
. page 20 of the testimony which you sponscred. The direct
testimony., You mentioned that installed reserve should
; average to be about 25 percent over a long period of time,

Do you see that, about a third of the war down the page?

A (Rabar) Yes, that is orrect on am order of
nagnicude basis over a loag periocd of time,

O  How was this £igure arrived at?

A {Raber) Well, th2 procass for compucing
reserve marzin organizacion is described in some detall om
the pre-filed testimony, espacially in Exhibic I-1. Those
computations are done more or less on & ya2ar-by-year basis

utur:z or altsrnatively zay bz done for selectad

U]

intec t

e

-

vaars snd then an sverage us2 per planning purpeses and thit

"

is really what wss dcne to arrive at the 25 percent figure,

HMOYRBACH & 1/ ASMAL. INS. = 27 N LOURWILLO ’ 5 SBURG, DA 171D e o
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A few zelected calculations were performed, They were

roughly In the viecinity of 25 parcent. Vor plaaning purpozes

| At that particular point in time we adopied the 25 percent,

Q Ts Lhis = P34 requirement?
A (Raber) The PJM eontraci requires tchis

computation to be done by PJM for all of its member companies

| each year, but they omnly look ahead for three years. We use

- that caleculation, the sama calculaiion methedology to project,

further aheed chan the three years for the purpose of

i capacity planning,

; PJM and the 25 percent refers to GPU's obligation to PJM,

NN S S O .

Q But the margin of PJM iz not GPU's?
A (Raber) W21l, GPU has an obligation to

Q Do other companies havs different margins?
A (Raber) Zach of the operating companies

nas a reserve operating marzin to GPU or put it another way,

'~ the GPU reserve margin obligation is allocated among the

three operating compenies using essenclally the same

‘7 . methodology that Is used to compute the GPU ressrve marzia

oocligation to PJM.

Q Let's say for example Philadelphia ;
Electric, do they have the 25 percent reserve aarzin
obligation?

A {(Rzber) I do noi offhand racall what

'-i Philadelphia®s Electriec 13. I will be happy te lock it up

MONREACH & MARSHAL. INC. = 27 M. LOSKWILLOW AVE. *~ ARRISOURS, PA. 17112 o s
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Would 1t b2 dilfferent from CPU?

(Raber) In general, it would be differsant

Are there other connecting systems where

]

the reserve capacity oblizacion 13 generally smaller than PIM's

ft for you,
Q
A
"; from GPU's.
<
system?

? 1
]

[~

B
1
d

|

s

10

SN <. ; ZACH & PAR

A

for you if you wish.

is 22 percent,

- you see that?

N
\‘\ A

Q

| plsase?

A

(Raber) I will be happy to check on that

My zuess i3 that most other power pocls

(Raber) Yes, I do.

; The reserve margin that PJM has get for

- have reserve margin obligations for the pool as a whole that

are roughly comparable to PJM's pocol as a whole obligation.

itself as a pool

, iter undermeath that 1is marginal price of electricity.

Do

Would you explain that and define that

' it mentions under the heading us: per customer model, first

(Raber) Le: me point out before I attempt

discussed here pertains p»

ology 23 cprosed to the dissrset short-tarm methedel

iagrily

used Lo generate nsar term sales.

‘AL

dNG = 27 . LICKW

il

. to answer your question that che methodology chat is

O

:}’)

o the long-term method-

-y

There is5 ambedied in this

ARISGURG. PA

o

2

'

Q If 1 could refer you to Exhibit I-3, page 4;

i
'

[
‘ .
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' | model, based on historic data golog back 15 or 20 years,

Y

a formulation that atcempts to mathematically relate use per

— RS L%

—— ——— . ——— ———————t—

cuscomer to the price of eleciriciiy expressed In real terws, |

of course, ccrrected for inflation. 1 don't kmow if that
answers your question. If you could be more specific as to
waat you would like me to explain --

Q ﬁell, 1 would like vou to ewplain the
term responsive. You are referring to long-range costs, but

I don't think you have answered exactly what marginal price,

© | exactly what you are talking about. What is the marginal

- | price end what are you talking about?

A (Raber) The formulation that is ircluded
in this model is really a typical bill or average bill
concept. The price that is required here is really the

. price on a year-by-year basis tc a typleal cusiomer who

utilizes 500 kilowatt hours per month of elecivricity. That

- typlecal bill has been trackad over a historical pericd in

(O]

- order to construct the model zhat we use to zuage a

cugtomer’s response on a long-tem bagis only to changes in

v pries,

- o ma——— (IS HPMZACK & LRGN 2= 27 M. e “LOW AVE = HANARISEUAS. PA. 17118 cersnmwned

Q Do you have a2 mathematical formulation

f wnich 13 aveileble or could you make it availablie in stacicg ;

the assumpticrn that have gone into the model?
A (Reber) I hesitate to do that because the

documentaticns of these wedals ia 2ll honesty was interrupted

{
|



— —— s

e —— -——

Pabecr-Hood-cToss 486 ‘

by the circumstances of the post-THI envircnment. I do not
have a document that I can send Lo you that would deascribe

k. that mcdel,

+ i Q Are you saying the models have changed ;
3% gince the accident of TMI? g
-3? A (Raber) No. It just isn't very well

7j documenced. |
3 | Q Could you explain what you mean? E
>3 A (Raber) I don’t have & report that I can ?

10; send you that describes the model.

:Af Q Referring to the second item under &his

4;: which is real income, is that adjusted to real dollars?

3 A (Raber) Yes.

7’; Q &nd is the marginal price of eleciricicy

13 | which you refer to in the line above based on in terms of

L’L congtant d.llars? l

L7 A (Raber) Yes, the price of the eleciricity |

8 1s expressed in veal terms. I believe it was indexed

' probably to 1987 dollars. q
Q 1 would like ro refer you o Exhibit I-6,

‘| page 2. You have an item in this graph on the near right-

¢/  hsnd side, internal price data, you have an arrow pointing to

& bleck within a cemi-circlie or a circle with the aetation

non-weather sensitive. I assume that is ncn-weather | ’

gsensitive factors. Do you have squations for that?

LAGRWILL O £ = GARTISBVAG. PA. 7113 o menn cum—
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‘g A (Raber) The arrows ca this chart as I
‘ “ + recall, are not specifically pointed at any cne of the

football field shaped arrows. They are simply inputs to the

e B Bl .

“ 1 entire rectangular box.

s

3 Q Do you have equations that formulate that
. funetion?

J o
R I

A (Raber) There are equations that constitute
3{ the commercial model; yes.
| Q Can you make those avallable?
3“: A (Raber) I am afraid I have the same
113 documentation prehlem that I mencioned before. We really
; were lu the midst of an intensive chree year program to
. 3] izprove our forecasting methodology in our areas and we
14 4 had developed the mathematics and we had used thege in é
“ | preparing the original 1980 long-term forecast, but |
‘®  fraukly, we have just not had the resources to do the
7 documentaticn.
4?£ Please understand, and I am sure you
, appreciate this, that since the TMI accident, and
7; particularly more recently, the coupany nas been operating

‘1| undar a very severely comstrained budgst.

22 (Testimony continued on next page )
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A (Rober) If you would be iateresced in a
discussion of forecasting methodology utilized by not oniy
| CFU but other utilities within Pennsvivania, I can refer you |
to & report that was assembled under the sponsorship of the
. Governor's Energy Council, and I am referring to a report
that was assembled bty a coasulting firm known as Synergic
. Rescurces, Inc.
The report ‘s zsnticled Feview of EZnsrgy

| Models and Forecasts Applicable to Peansylvania and was

published eerly *als yess. February or March. ‘

Q I would like to next refer you to Exibit I-7,
chis would be page 1. You have on the chird parsgrann, it

gtaces, industrizl demand is modeled a3 2 function of

regional output and rilative enmargy prices.

0
17 What are relative energy prices?
‘3= A (Raber) The rel:tive prices of 2lectricity

i+ and alcternstive fuels, specifically oil 2nd/or astural zas.
Q Is this mathematical mocel availabie? Or
- i3 your aaswer che same 88 -~ ;
22 ¢ A (Raber) The answer has to be the same. We
22 really did rot do the documantaiion or carry the doc*:aen:.acio;.'
| ».. to the poiat where it would ba releasabls and undarstaadazble

outoide che company.
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Q 1 would 1like next to refar you Lo Exhibit 1-21

which is a compendium, I guess, of excaupis from opinicos of
| this Commission. Can you briefly state for the benefit of
the Commission and me what is Che surpose of these excerpcs?

A (Raber) Yes, the first purpose was to help

digpel the notionthat @ utility all by iiself can decide how
i auch capacity tc build, what kind of capacity to build, and
where and when to build it.
i As I had indicated ln one of my statements
g litctle while ago, actlve invclvement of regulators is
required for all of thesz kinds of ccastruction decisions,
! and in particular the PUC must provide, through rate making,
; the firancisl means to implement thes2 proposed construction
| prograns and other state and federal agencies must provide
licenses and permits of various types ia order for these
 construction progrzms to be implamanted.

The excerpts that I have prasented here in
the pre-filed testimony demonstrate that someching more than
, passive concurrence with utilicy plans has been displayed by
the PUC in the past. They dsuonstrate that the PUC has
grovided ecnsicderable impetus teo utility construction plans,

and ia fact to the accumplishmen: of those plans in the 1970’

B AT et s B

They also denonstrate a past awareness by
the PUC of the need to coasider customer needs on a long-

term bagis, not only this weszk, next weel, this year, next

———— —— ————————— i . < o — o

1
i

‘
i

|
|
l
l
|
|
<
3
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year, but five years, tem years, 15 years into the future. .
1t is vical, I cthiok, that this awareness

be contiaued and directed toward present and future rate-

raking proceedings. 5
Also I would like to point out that history 3

has shown that there have been times when insufficient

capacity has bezen planned, and it is possible under certain

circumstances for such conditlons to arise again in the

future.

Q Seward-7 in the GPU syscem would be the next

plant due to be completed?
A (Raber) Of any significance, yes. The load

and capacity forecast shows a couple of minor hyiroelectric
plants to be installed before then. They are very small.
Q I think you tescified that Seward-7 was only
in the initizl planning stage and that GPU has not made a
significant financisl contributiocn to data. ;
A (Raber) That is not quice what I said.
Seward-7 is well-planned, it is an aavance stags of licensiné.
The company is simply not ia & financial position to izplemeét
the construction on a schedale that we would probably like é
to implement that construction.
Q 1s that schedule for 1987 or 19892 .
A (Rabex) The data vrepert is in the pre~filed

testimony say 1987. I indicaced before thet since this

IMSACH & MARSHAL. INC. = 27 N. LOCKWILLOW AVE., = HARRISAUNAGS, PA. 17112 cermcave)
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testimonv was filed the in-service date :3s Deen delay:
1989. That is becausz of financial consiraints.
MR. WISE: That is sill I have, Your Honor.
THE ADMINISTRATIVE 1AW JUDGE: We will

adjourn uatil tomorrow morniag at 10:00 o'clock. Who are

~ § S50 S 5SS s LS S

the witnesses you have tcmorrow?

MR, OGDCIT: Your Honor, we intended to have

Mr. Garland and Mr. Newton here, Mr. CGarland on depreciation

methodology, and as I underscand it Mr., Newton cn inter-

S S SRS

, ccanection agzreements and matcers of joiat interest with
both ccmpanies.

THE ADMINISTPATIVE LAW JUDGE: Very well,
‘ MR. SELTZER: Your Honor, if you would excuse.?
us for one moment,may I speak to the witness and see if therei
is aay possible redirect?

MR, OGDEN: Your Honor, 1 might also state

| for the record that Mr. Kuff and Mr. Cazroll and Mr. Carter

we expact to have here tomcrrow as well, sc to the extent
that we finish up with Messrs., Garland end Newton, if the |
parties have any questions for any of those three wilnesses,
| pernaps they could prepared in those are: ..

THE ADMINISTRATIVE TAW JUDGE: Counsel will |

MR, WISE: GEuff., who anc Carcax?

MR, OCSEN: #Mr. Huff, dMr. Carroll and Mr.

e MGHRBAGCH & MARSHALL WG, = 27 M, LOCKWIRLOW AVE, = ARRISBURG,. PA 17112 e i
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i Carter,

3 |delay. Ve have no further redirect. I I may make on2 state-

"

M2, SELYZLR: Your Heaor, pardoun us Ifor Lne

- —

4 ment with respect to 8 data request that was summarized earlier

f . . " l
5 | this afternoon by Mr. Suffian, that was posed to Mr. Raber

5 and his staff, during an afiernoon recass we were able to

#  supply that information and it is wy understanding that that

[N

|
& | request is nc longer ouiscanding.

MR. SUFFIAN: Yes, that i3 correct, Your Jopor.,

3

i0 zThat problem has been settlaed and the company has providad usi
11 Ewith the informatiocn. r
12 THE ADMINISTRATIVE LAW JUDGE: 1Is there f

13 | aaything further with this witness?

15 problem. It was & formal request and we would like to be

1

1 .

14 | MR. BARASCH: Your Honor, there is only one ?
|

|

16+ advised as to the resolution of the matier.
17 | MR. SUFFIAN: Could you provids that in
18 | writing?

2| MR, SELTZER: Your Honor, may we go off the

21! THE ADMINISTRATIVE 1AW JUDGE: Yes. :
‘ .
22§ (Discussion off the rzcozd.) ;
23 | \R. STLTZIR: We will provide aa exhibit |
wileh will be vesponsive to chat data request to all parties. .
25 MR, SUFFIAN: Thank vou ‘rery much.
s oM s C. =~ 37 N. LCC LLO AVE, = ARASBUAT., PAa. 1TTIL el
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THE ADMINISTRATIVE 1AW JUDGE: Vexy well.

(The hearing was adjourned st 4:50 o'elock p.m.) |

I hereby certify that the procaedings and
evidence asre contained fully and accuratzly in the notes
caken by me during the hearing of cthe within cause, and that

this is s true and correct transcript of the same.

M( RBACH & MARSEAL, INC. {

{The Zforegoing cartilication of this transcripc

8 uader the dirzct control and/or supervision of the
cartifyiag reporter,)
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