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15437 -
L Wein - cross |
2 - back+ please. }
3 It éounds like a statement. l
4 {duestion read by reporter.l {
> THE COURT: ' ' Please rephrase the |
5 question. ’ g
7 MR- LANSDALE: All right- ' U
® BY MR. LANSDALE: !
) . a Dr. Wein. is your opinion as to the destructive - |
d character of cqnfining inducements tﬁ the specific ‘ ;
A L

" area of competitionms is that opinion that you have --
does that rest in whole or in part upon any of the ' %
legalities that you think are applicable to CEI as & 1

regulated public utility?

tAfter an interval.}
.3 Well~ it;s a;very difficult -- | T

I think=it‘rest§ mostly on the fact that
there areutwq combanies;

It rests alse on the fact of my belief that one f
of them has subﬁtantial market power. substantial |
mﬁnopoly pouwer-

And it rests on the nature of other acts. given
the facfithét I believe that one of them has —3

substantial monopoly'power}

So that whether it was regulated or not. it seems
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Wein - cross
to me that I would view it in the situation givena-
the economics of this industry. and given the fact

of CEI domination as I have explained it with respect

to the facilities. with respect to transmission --

" THE COURT:

' Read the question

back to me. please. . S - -

Listen to the question. Doctor..

THE WITNESS: I am. -
CTHE COURT: - . Read it back to mes
please.

-fThe-question was read by the réporter as
‘follows:

b 3 . Now+ I want-to come back't6‘the
ﬁituétion\pd‘find,oﬁt froam you houw importaﬁt the
exi;tence of regulation is.

'- "And I still wish to try to explore with
you whether your aopinionm rests in whole or in
part upon any aof the legalities which you
believe attach to the circumstances under which
services are offered by an electric utility.™?

MS. COLEMAN: - ' May we approaéh thg
'béncha'your Honor? - |

THE COURT:  Yes.
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Wein - cross
{The following proceedings were had at the
bench:?}
THE COURT® He just goes on and
on and on+ just completely disregards the question-
MS. COLEMAN: Your Honor. he is

respondifig td the question --

- THE COURT® ~ No+ he's not+ Ms.
Coleman-. : b
MS. .COLEMAN: ~—~ in the best.uay

that he can without adverting to the Federal
antitrust lau issues'that we- have here. so he's

explaining the --

. MR- LANSDALE® Withaut referring
to what? ' .
. MS. COLEMAN® _ The antitrust laus.

SO‘he's.expiaining in terms aof the market
considerations with respect to this.

I think that to press him to either say yes
gr ng on legalities.whén he's speaking in terms ﬁ
of things which had legal consequences is very
_ difficult given the instructions that are on
hiﬁ to testify here.

MR. ‘LANSDALE: I didn't confine him

ta just anything about the antitrust lawss I
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1 .
Bein - cross
2 -
said --
3 ' .
MS. COLEMAN: I realize thati you
4
said the ™legalities.™ and I believe --
5. ' .
MR- LANSDALE: ‘ I said "regulated
6
] public utility.”
T o .
MS- COLEMAN: I believe that his
8'- .
concern is that the things that he considers have
9 ' o
h legal consequences. so he doesn't want to say
o _ . -
"NO&"
1 ‘ - .
"So he's explaining ta you what those things
z . ’
are-
T think it's responsive. and that's the
4 . ‘
) prablem with that kind of & question-
5 .
» e MR- LANSDALE: .o I think it's a
[ - :
' very proper question~ your Honor.’ : N
7 ‘
~ THE COURT: oo well- I'm going to
8 -
tell yous frankly. Mr. Lansdale. it is not as i
9
easy & question to ansuer as it appears to be r
- [\
0 . E
on its face- :
1 -
And we are on this very borderline that
2 o ,
‘you have been objecting to and getting into-
3 o )
If you want to open the door. be my guest.
4 .
MR. LANSDALE: I do not want to
s .

E
1
's

open the door. and I do not intend —— I do not
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Wein - cross

intend -- I do not intend to examine this witness
at all uwith respect to pricg regulation.s but I do
think that I'm entitled to know whether he's
expﬁessing an qpinion as an ecaonomist or —-- -

THEbCOURT; wh¥ don't you ask --
if you would ffame the question properly in the

first instance -- nouw: somewhere along the line

-you departed from it when he started to answer-

- If you go back -- I don't know if you took

it or whether the girl took it down. but the

question in its original form uas:

Do you base your opinion on lggalities of
the fact that it is a regulated industry or
upon economiCtprincip;és?'

He never did answer that question+ but you
never pressed that question-

So why don't you go back and --

MR. LANSDALE: I'll ask it another
way -

{End of bench conference.}

THE COURT: Please rephrase your
question.
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Wein - cross
BY MR. LANSDALE: _ %
e Let me ask the question a different way+ Dr. Wein. | i
Still referring to your view as to the
destructiveness of confining the inducements ;o the
competitive situatiaons do you base your opinion that‘
these offerings of these inducements to the competitive
area alonei.is this based upon economic principles or
upon in uhqle,ér.in part the legalities that you
think apply ta the Cleveland Electric IIluminating
Company aS'anth;n.public'utility subject to Ohio
regulation? . R : ' .
A No- T think it's based on economics- I am not making

‘any legal judgment.

Q And you would have the same'viea in any -two-industry
cumpetitiv; situatio&? |

A .N01 I ;ouldn't have the same view in any twofindustry
competitive situation.

(] Where there was no regulation?

Where there was no regulation.

And does the fact of regulation pravide the

distinction between the two?

Not from my drawing the opinion in this case. —
Beg your pardon?

Not from my drawing the opinions which L have in
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Wein - cross
this case-
Not from your drawing the opinions which you haye:in
this case-

Tell me. Drm'meins why an inducement to persuade
a customer to shift from funy Light to CEI should |
necessarily be ogfeqe& to customers who are already
customers. of CEI looked at as an ecnomist as a
questionsa% desthuctive~or-constrdttive competition?
One., if y;u take the view which I hold that CETI has
the market pouers dominant market power.

‘Twe. if. you take the view that there are
barriers~ significantly great barriers to entry into
this market-

.. Threes if you take tﬁe-viém that t-do that there
have béen-atheé dctions;aﬁdgobjéctives.which support
the hypaothesis that fhe_aim and intent was to
eliminate competition.

Givernr these facts. the Muny Displacement Proéram
im my view was aimed at the destruction of Muny
.Light énd:hot simply of the meeting of competition.
Dr- UWein. it is true. is it not. that in a two-industry
busings; one competitor may not acquire a customer

served by the cther competitor without depriving

‘the other competitor of some revenués is this not so?
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Certainly it is so.
And it is your statement that it is destructive to
attempt to secure aé.many of those customers as you
are able to secure?
If one of the competitors has dominating monopoly
pouer-s ifjit uses this pouwer for elimination and
intends to eliminate the competitor. if that is the
case, then the(ﬂqture of tha ﬁeeting of the
competition. wheﬁ combined. with the others. then it
would seem to me that that would be destructive.
Dr- Weins de yau know of any wéy~that anybody can
intend to get as much business 'as possible from a
campetitor without intending to eliminate pro tanto
.. that competition?
The question as ;olwhether yau eliminate competition
doesn't depend upon capturing the customer. It
depends upon far more than that.

The question here is whether the two customers
have equal access to opportunities to compete.
One may capty?e one and another may capture another.
I see. S0 it's a fact that if one cuétomér has
less access to. resources than the other. then the
competitor who has the mosf resources. it is

‘destructive if he attempts to take customers by

-
{
.
|
i
3]

.
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offering inducements only to the competitory is that
your statement?
No. that isn't my statement exactly-

My statement exactly was that if one of the
combetitors hasldominating market power and the
other hasn't+ if .there are barriers to entry into
this industry. if one has more so- if the one with
domlnatlng market _power controls the access to these
resources: then it is destructive-

Suppose one aof thgm does- not cantrol access to these
other rescurces but is dominating in all other
respects. Does that change it any?

Well. he either has dominating monopoly pouer. or he
daesn'gn' If he has monopély.poﬁerv it doesn't change
its if hé-éaes&'t haﬁe monopoly power. .then it
~doesn't matter-

Okays sir.

Now~+ Dr- Wein+ I will of%er you a hypothetical
which~ if you keep up with what happens in the
antitrust world. you may recognize.

Will you assume for me --—

'THE‘COURT= - - Why don't we make-

these assumptions in the morning?

MR.. LANSDALE:, Alliright. sir.
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L Wein - cross %
2 THE COURT: It's 4:00 o'clockn §
3 ladies and gentlemen. It's been a long day- %.
4 We will adjourn for the day and we will have the E'
3 exhibi£$'of the day presented to you. %
¢ Please dﬁring the adjournment of Court f
7 keep in mind that you are noé touéiscuss the case %
d either among yourselves or w;th anyone else. ' }\
2 Yéu are tp.keep an open mind until such time.as .5
. . @
0 you have heard all of the evidence: the Court's 1 ;
L instructions on the law and until such time as |
2 the.matten is submitted to you far your judgment.
3 Miﬁh that+ you are free to retire to the
* jury room. Mr. Schmitz will bring the exhibits
5

in far you+ and- after you view them« Qdu are
fbee~ta,go- And we will seékyou br;gﬁt,and eaEly
in.the-morning-‘ Thank you and good night.
{The jurors left the courtroom.} Fﬂ
{Thevfollowing proceedings were had iﬁ the
absence of the jury.}
THE COURT: L : . The foilowing exhibits
haQe already been admitted: PTX-bkd8. 2385- -

0ffered, PTX-21kk.s may go in. PTX-2Lbk2-

Defendant's 284, Defendant's 1002.
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The following Plaintiff's exhibits may be
presented to the jufy: 180+ 18L. 290. 354. 380,
537+ 530+ 578+ k&5, 7#91 1012+ L243+ 1537,
1538+ 1549. 2l24. 2Lu40. 2247. 2375+ EH5%1 2483.
2kk2 and 3074.

MS. COLEMANS . Approach the bench-
your Honor?

. THE COURT: ‘ Yes.

- ew e e -

* {The following proceedings .were had at the

bench:

MS. COLEMAN: - I just wanted to
confirm my understanding that. since fr-
Laﬁ;&alé has thé’burden'of proof o nathral,
monopoly+ that we will have anjopportunity to put
on rebuttal testimony through whatever witnesses
are appropriate- and the fact that he brings it
up here does ﬁot,reduire it to be addressed
here.

THE COURT: - Oh. absolutely-

MS. COLEMAN: I just wanted to
. have a clear understanding on that. '

MR. LANSDALE: I had no doubt about

this.

T, T e e s 1
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TAE COURT: Absoclutely. Thisa.
theoretically., is directed to meet the doctor's
opinidns.in his direct testimony.

MR- LANSDALE: Yes.

THE couér:_ . Albeit the net
effect of it is toc address thg issué more
direqtiy af natural monopaly since it is
appropriate cross-examination as it relates to
. the economies of scale and .the testimony related
thereto- -

-Noﬁv certainly+ you do not have to addiress
thase issues here. You will be free to ga intao
those on rebuttal. |

" MR- EANSDALE: . . Yes- I have no
question about that-.

.. nSw_CdLEHAN:N - = I just uanted to
confirm that. Thank you-

THE COURT: And maybe over the
;djournment you can practice on asking one
question ét a time ana Dr. Wein can practice on
answering the question directly.

Gff the record.’

{Discussioﬁ was had off the record.F

{End of bench donference.’}




l§1HHﬂ
{The foregaoing proceedings were had in'%%e

absence of the jury.}

- o e .
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THURSDAY» AUGUST 27+ 198L5 9:25 0'CLOCK A.NM.

LAW CLERK SCHMITZ: City of (Clevelanda

Plaintiff+« versus the (leveland Electric

Illuminating Company. Defendant. This is Civil

Action No. C75-5kD.

THE COURT: Bring in the jury.

{The jury entered the courtroém and the
fallouing proceedings were had in their
héarfng and presenée-}

THE COURT: ' Please be seateds
ladies and.gentlemen- |

Gaod ﬁorning-

DR- "HAROLD H. UuETN,
resumed the stand and testified further as

foIlous:

THE COURT: . You may‘proceéds

Mr. Lansdale.

—

© CROSS-EXAMINATION OF DR. HAROLD H. WEIN {Resumed}
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2 8Y MR. LANSDALE:

3 Q Good morning. Dr. Mein;

4 A Good meorning.

5 e} Dr. Wein. the Cleveland Electric Illuminating

6 Companys in common with most. if not all. |

7 investor-owned electric utilities.-keeps-its accounts
8 in accordance with a uniform system of accounts

9 preséribed‘by the Federal Pouwer Commissiona does it
0 ' not?

1 A Yesa that's. true.

2 a And are you familiar with fhat system of accounts and
3 the methods of accounting necessary to comply with --
4 A Are yau talking about the Public Utilities

3 Commission of Ohio?

6 A NG sir-. |

q I'm talking about the system of accounts prescribed
by the Federal Pouwer Commission used. as you have just
testified+« by The Illuminating Company and most other

invéstor-owned utilities?

A Yes. - 5
(¢} You are familiar with that system of accounts?
. '®) . .
A Yesi generally. yes. .
Q You testified as to one of the indicia. as I got it

of the -- what you regarded as the destructive nature
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Well. are we talking about the Federal Pouwer
Commission accounts or about accounting firms
putting in expenses for the Internal Revenue
Service? |

What is<it.that we are talking about?
dr. Wein- just at the opening of this testimony you
testified or ggrged with my suggestion that the’
Cleveland Electrjc Illuminating Companya. in common
with most if not all investor-owned utilities.
utilizes'& uniform system of accounts prescribed py
the Federal Pouwer (ommission.

You nemembér that. don't youf
Yes. They utilize a uniformrsystem of accounts
prescribed by the Federal Power Commission when they
are submitting that infofmétion to a Public
Utilities Cﬁmmission- |
~ They don't necessarily use a uniform system of
accpunts for other purpﬁsesmv

I'm not sure what you are asking.
Are you suggesting that The Illuminating Company
keeps four or five sets of books. Dr. Wein?
I donft_gﬁow how many sets of books they keep-.
Is it your statement that you do not know the -

system of accounts used .by The Iiluminating'Company

o ———

T A e — e
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11
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Wein - cross
for recording the financial results of its business?
I think that when they reﬁord the financial results
of their businéss to the Fedefal Power Commissiona

they use the Federal Power Commission's code of

' accountsis I know that.

Do you really think that they use a different method

"of accounts for reporting to its shareholders?

Uell --

Do yocu neélly thiﬁk that+ Dr. Meiné

lell yes. uﬁeh they report to shareholders. in their
annual corporate reports. the code of,accouéts are
not listed. Itfs qﬁite a different statement

uhich is Listed;'f-

I'm not familiat»uith-any Eepdrting of
shareholders of the Fedefal Power Commission's code-
of accounts thch éo‘to shareholders every year.
I've never"seeﬁ that. . |
My question+ Dr. WHeinm. is: Do you-reaily believe
that The Illuminating Company uses a different .
system of accounts to Eeflect the results of its
business when it ;eports;those results to its
shareholders than it does -when it reports those’
results to the EederalfPower Commissions do you

really believe that?
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A I'm not sure what they do when they report to their
shareholdersf Mr. Lansdale. ' )
MR. LANSDALE: May I have the
quesfibn read? |
- ‘THE‘éOURT% Read the gquestion
pléssea; |
{Record read by the reporter.}

A I have no knowledge of what they report to their

' shareholders.

Q Is it your :statement that you have no belief in that
~ regard? - |

A Yes. I have no beliefé.

a Fine. Nows Dr. HWein. do-you have any belief as to

the accounting system which was being followed when
you referred tao ﬁhe fact at pages 15.148 and.'Lu% of
the record to the fact that the expenses and costs
of the Muny DispIaceﬁent Program weﬁe expensed as
a part of the annual expenses of The Illyminating
Comp;nyf |
| THE WITNESS: - . Read ?hat guestion
‘againa. please-
{Record read by the repoéter-}
THE WITNESS: I don't understand.

the question~ your Honor.
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Now+ Dr. Weina you made a reference in one of your
ansuers a moment ago to the fact that these
expenses reflected the cost of certain tangible
things.. |
What did you intend to convey by that .
suggestion? -
.Hell; I intended to convey that when CEI. for
| example. spends é_quarter of a million dollars for
SIFCO~ and.a gregﬁ.deal of that expenditure .comes
in long?iife.pieqes-of equipment which would
ordinarily be put intc a plant accdunf ;-iif you
cwned it+ it pogld go into a planf ac;ount because
it is not usedhupvin.ﬁhg yearv it‘s,nﬁt.like'cnal
or paper or labdr.._ | |
What I intended to suggest is that —-
Dr. Hein. you must mean something by referring as
you have done nouw fbur.or five times to the fact
that a quarter of a million dollar; was spent to
Euy things that are long-lived and contrasting
that with The Illuminating Company putting the
cost thereof in a one-year account. |
. Are- you attempting to suggest that this uwas

somehow deceptive accounting on the part of The

. Illuminating Company?
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Precisely. _

Precisely?

: Pneciseiys yes.

Nou Dr-'Ueina you yourself suggestéda did you nota.
ﬁtﬁaf ﬁhis property was property that did not belong
to The IlIﬁﬁinating'Company but'they merely paid
for it? o

That itsg;f was deceptive.

Beg your pardoﬁ?.

That itself was deceptive.

' Wells the jury will decide whether this was deceptives

Mr. Wein.
| THE'COURT: . Please.
My question is this: This uds not plant or property
he;onging to The Illuminating Company. was ite?
It was plant or property -

May I have the question answered. Doctor?

. Yess I'm trying to ansuer the queﬁtion-

THE COURT: Listen to the
‘question+ Doctor.

THE WITNESS: = I did listen to

the question. - May I answer .it? ' —

THE ‘COURT: ‘ : Dr. lWein --

THE WITNESS: Yes?
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BY MR. LANSDALE:

Q

If it was not propeﬁty of The Illuminating Company-
it would have been improper for The Illuminating
Company to have put it in its capital accounts. would

it not?

. If it was not property of The Illuminating Companya

it would not have been right to put it in its capital

accounts. yese . - >

_ That is correct.’

And Dr. Wein. there' are numerous instances

' pravided by the unifarm syﬁtem'of accounts. for

putting in- annual expensé&Fthings which have a benefit
extended far beyond ‘the year in which the expense is
recordedy is this not sof |
Well+« that's true of egerythiﬁgn yes. -
Beg pardon? .

THé COURT: . '~ Listen to the gquestion.
The‘ansueﬁhis yes.
Why don't you say sof

I did say so.

-

MS. COLEMAN: . May I approach the
- bench+ your .Honor? -

THE COURT: : Approach the bench.
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: S Wein - cross i
. e fThe fdlloqing proceedings were had-at-the f
! bench:} %
l : THE COURT: Read that question E
5 back+ and listen to the question. %
i.- - e are going to have a problem. If he's i
- .~ -going ﬁq start arguing with me. he's going to ?

' L _ have a problem.

e

' ' ~{duestion read by the reporter.l}
' . THE COURT: - Listen to the |
ansuer.

{Answer read by the reporter.}

- ' THE COURT: . That is not a
L Ny responses |
i ) . Let's pfoceed.

MS. COLEMAN: Your Honor- I-ﬁbject
to .Mr. Lansdale yelling at the witness.

THE COURT: : Wells he's bringing
it upon himself. From the very beginning of

today's testimony he's off on another of his j_

tangents again.

Let's go. Let's proceed.

.{End of bench conference.}

BY MR. LANSDALE: 3 S f
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@ - Dr. Wein: how did Muny Light record om its books

its $L00.000 expenditure for the purpose of the

. ——

Associated Estates customer acquisition? .
A | The expenditure was $40t.000+ if I recall. not
' $600.000. .But in any casex it was simply an |
expense.

Q Thank you.

. .
e T e e b i T T

A -May I change thatf. .
Q. Beg,pardonfﬁ,'QQ;:;. o e . |
A_ I'm not sﬁre éhgdﬁ thét. | | |
| MR- LA&SDALE: | I object. if your
‘Honch_pleasé;’. ‘ -
THE COURT:. . . ' MEilv he wants to

change his ansuer. o - ‘ - E

A . I'm not sure about that. Izthink all items of
tangible naturea ali.equipment -
THE COURT: " Dr. Wein. you either
know or you don't Knou. . {
A Well, I don't'kndu- I think some elements were
ex.penseﬁ and others I doﬁ't know.
Q ".You think it was expensed if the propeﬁty Qas left
to_be:the property of the Assoc;ated Estates? . _—

A - I don'ﬁ know.

aQ You don't. know?
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Wein - cross

I don't know.
But if would be deceptive if this happened. wouldn't
ite
AN01 I don't think so-
You don't think so?
Na. : ﬁ' ‘ : - :
All right. Nodw Dr. Wein. similarly. eowards the
. end of your direct te;timony you ueee,reflecting'\
upon the.destrqctive-charecter1 as you characterized
it. of the plans of:The.Iiluminating Company'fer
attempting to=entiqe:custemers away from Muny Light.
'and-you referred fd tﬁe:fact tﬁat'revenues of
certainm of theseueustomers taken together amounted
-‘to somewhere around a miliiqe Jollars and.you
"ualluded toc the fact that. and you.uere referriegw.as
appears at 15.1k9. to the period '?1L to '?5 and you
made tee ebservation that this was a significant
amount in a -system which has.revenues at the time
of perhaps- $l0 million. |

You were not intending to suggest by that that
.ﬁuny's:revenues at this time were as low as-.
£1u milliona were—yoe? o

I have to read the transcript to see that.

I will read- it tc you.
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weiﬁ - Ccross
THE WITNESS: May I have it while
he is reading iﬁ? |
' THE COURT: - Dr. Wein. you just
listen to it. ‘Yaur counsel will follow it to
‘see that it is accurate.
Please state the page: Mr. Lansdale.
What page are you on?
MR. LANSDACE: : ~l51lhqfc I'm

beginning at line 18-

BY MR. LANSDALE:

Q

™Q That insofar as you can - reduce the revenue
from whlch the'cash flou of Muny Light depends1
insofar as you can reduce the:‘revenue of this
company of HMuny Lighfq'parficuléﬁly in the period
after'thé i&stallation of the big,génerator and-
durxng the period *?L to '7?5. you are creating
severe f1nanc1al problems - for them.

*If Muny Light lcges a million dollars in

revenue as. for example. the bO largest

customers. one-tenth of 1 percent of Muny Light's

_customérsa. ifyou could capture thosea Muny Light

has all of ‘its facilities but for which it has

ongoing -expenses. But jits revenue -has been

reduced by a million dollars. and that is a

A AN it
s 2T

T AT i Y T A
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1 Wein - cross ;
2 - significant amount in a system which has revenues 3
3 at the time of perhapsl$lﬂ'million-“ | |
4 My question is: UWere you intending to suggest E
5 that duringAthis period+ Muny's revenues uere as . i
y little as #10 million? |
7 A . You mean between '7L and '7?5?
8 'h Yes. é
2 A Well. I -think they increased their revenues as they f
o ‘raised their~rafes- ' !
L 4 h- . THE COWRTE. Dr. Wein. please '1!
2 listen to the quesﬁian and Fespond. y
3 Read the Quéétion back-.. é
¢ .{Record-read by the :reporter.} é
> A Well. I suppgse Iuwas. I may have been mistaken in
d ‘the-siié- | o '
7 @ .- Dr. Wein. it is a fact. is it not. that not since
8. 196k has funy Liéht's reven;es been as low as
0 L0 million?
0

A Well. if that is -- g
Q Sir? : 4
A If thét's a fact. that's a fact. |
Q And that each -year since that time it has increased -

its revenues until by 1975 they were nearly

%20 million a year?
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~ Okay. If that's the fact. that's the fact.

Well. you have hertofore studied Muny Light's

financial condition. haven't you?

I certainly have. but I cannot keep all these numbers

in my head. | ]
MR. LANSDALE: All right.- Mr.

Murphy+ will you put on the screen CEi Exhibit

11777

{The exhibit was put on the screen.}

BY MR. LANSDALE:

Q

I put this Exhibi; 1177 which you sau yesterday.
Dr. Wéin+.on the. board -~ excuse me a minute --

ta examine further some testimony you gave yestenrday

in which you uwere testifying in response to questions

by me in which you were.elucidating the destructive
character. as you viewed it. of meeting competition

by a dominant electric utility as you referred to it.

CEI+ in a two-firm market where there are only tuo

competitors.

And you indicated that this was destructive

‘competition in the electric distribution business

as I read it~ because of- the peculiar characteristics

of the business in that the customer is attached

physically to the supplier and that this makes it
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psrticularly difficult‘tq_get one customer to move
to the othéra and you said particularly where you
have a.in-year contract as-part of one shifts do you
recall that testimony?

dell. more or less. yese.

- Dr. Wein.-I- have put this on the board because you

accept the substantial accuracy of what is
delineated there. as F asked you to do. there are

in the neighborhoﬁd of 115 to 120 thousand customers

of one kind or another in the area indicated there.

is this not sof?:
{Pause.}

I get that by deriving .42 —.

What -- May I:have the~questiod read. please? I

have not followed you-‘.

THE COURT: Read the question

LN

back+ please.

{Question read by the reporter.}

MS. COLEMAN: : May we approach the
beniﬁa,please?

THE- COURT: Yes.

{The following proceedings were had at the

'bench=}
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ﬁS-'COLEﬂAN: I just wanted to ge&
some élarificationg-

You mean to say "if you accept™ rather
than ;QOu accept™? He hasn't»atcepted the

':accuracy of — I think‘your question‘ought to be

*if you gccebt" or —- |

MR.. LANSDALE: ' ‘If you wish me to
do-fhata-I'il be glad to do go-

fHE'COURT=. , . Very well.

{End of benchrcoﬁference-}

BY MR. LANSDALE:

- a

Dr- lein~ Ms. Coleman paints aut that I.sound like : f

I suggested that you had acqepfed the validity of

the figures shown om that map.

I did not intend to so suggest.
Well . that;s Qhat threw me. ) ki~
And I ask you to acéépt the substantial vatlidity of --

substantial accuracy of what is delineated on that

map and. with that assumption. that the data there

reflects that- there are in the colored sections on

‘that ‘exhibit in the neighborhood of 115 to 120 _

thousand customers. depending upon precisely how

t
)
_many customers Muny Light had in some particular E
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year between '?l and '75.
That's a‘faiﬁ statement. is it not?

A I'll assume that hypotﬁeticals yes.

60 ahead.

Q khq,ig it your:suggestion that if Muny Light has
reliability and that if.ﬂuny Light has lower rates - -
sufficiently:lbher in accordance uwith yoﬁr - \ |

.~A' §urvey,

Q -- survey to induce movement that Nuny‘Light would
have any extraordinary‘difficulty in persuading
substantial numbers to shift to NMuny Ligﬁt?

A "No. T don't tﬁink.theﬁdifficulty would be
extraordingry- |

Q -Thank you- }.

MR. LANSDALE:. I have no further
questions.
THE COURT: - Redirect.

REDIRECT EXAMINATION OF DR. HAROLD H. WEIN
s |
BY MS.. COLEMAN:: . - —
Q Dr. Wein. I'm going to ask Mrs. Richards to give

you CEI Exhibit 1002, which you referred to in your
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testimony yesterday.
{Exhibit handed to the witness by Mrs.
Richards.}

{After an interval.}

Ye§1 I have it.
It's very ¢ifficult to'read-.
You have reviewed the typed transcription of that
exhibite - ' RN
Yes~ ;.héQe-'
And uhat does ﬁhat exhibit iﬁdicatEw‘if anything. as
to uﬁether~the customers that:were salicited.puﬁsuant
to that plan uere new cusfomerg to the afea or uere
existing Muny Lighf-customersf
‘They uwere existing Muny Light;éustomérs-
What indicates that? |
Wells the heading under 2C in -- "The specific
‘solicitation of MELP customers to follow this matter®
and:it leads —— gives you a — "following storms or
.other major outages affecting MELP's system where
bﬁildfngs are served by both CEI --" I can’t read it.
May I have the typed thing? i
- THE -COURT: . I can't read it

either.

Do you have a typed copy~ Ms. Coleman?




154473 |
o Wein - redirect
2 'MS. COLEMAN: No- I don't.
3 THE WITNESS: I think I have it
4 I'll look for it.
S {The witness leafing through the folders ) %3
6 in his briefcase.} .
7 ‘THE .COURT: - ) Da you have a copya ;
8 ' ~ Mr. Lansdale? |
9 N .. MR. LANSDALE: Nos sir-
-0 . THE WITNESS:. I had three of them
-1 yesterday. |
-2 "{Laughter-}
3 THE WITNESS: - That's where filing |
4 plans go aufyf. ?
S | "MR..LANSDALE: = . " I wouldn't abject if é
6 counsel would read it to .him and ask him -- | :
7 THE gouaf: ALL rights why don't i
8 - you read it. ' | o . {
2 BY ME. COLEMANY 1
0 q Dr. Uelnw referwzng you to the pollcy statementa
1 : very top of CEI Exhibit 1002, wh;ch states "It has
2 ;been the policy of The Illuminating Company. not to é
3 so;i;it private customers supplied by the Municipal . |
4 Electric Light and Power Company+ but to maintain
5

periodic contact with these customers.”
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Yes+ I can see that.
Referring you further to other references throughout
the memorandum to MELP customers. are these the

references in this memo which indicated to you that

existing customers rather than new customers were the

object of the palicy statement?

Yes. - It's perfectly clear throughouf this+ and the
particulahfthing where CEI lines h;ve been extendéq
in to fohm:an,éxcluSive MELP territory comes unéer
the heading of Speéifié Solicitation of MELP
Cuﬁtomers?_ tﬁ'follou this<§§tterna and- there are
a wholé bdnch.ﬁf othér'thingﬁ-

Thank you. . - -

Dr. Wleins you had referenée yestérday to the
opinions of some persons that the proposal of an
interéonnection involving (Cleveland. Painesville and
Orville uwas unecoﬁbmic or unfeasible.

MS. COLEHAN: . Mrs. Richards. would
you give Dr. Wein. please. Plaintiff’s Exhibit
k93¢

THE COURT: . I'm sorry. Uhat was
.ihe exhibit number? -

- NS. COLEMAN: . _ bB93. your Honor.

~Is this one of the sources of that opinion that you




15,475
Wein - redirect
had reference to?

Yes, this is one of them.

/

MR. LANSDALE: If your Honor pleasea
I object.
THE COURT: Approach the bench.

{The following proceedings were had at the
bench:}

. MR. LANSDALE: Th;S'ié covered by
stipulations if your~Honor'p1éa§e1 and we will
find it in just a moment.. |

'-fPauée-} L ..

nSp~COLEﬂAﬁ=. - Your Honor. the only
queséionlhebe is is.this what he referred ta.

THE COURT: - _ . Yes. There is .
nothing wrong with that question-. Mr. Lansdale.

MR. LANSDALE: No .+ there is nothing
wrong with that+ but I object to him,explaiﬁing
the significance of this. He lectured me at
length yesterday on this; and I object to going
into that again gecauselit has been stipulated.

MS. COLEMAN: ~ I haven't asked him

anything other than is this what he referred to.

MR. LANSDALE: Has he answered that?
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MS. COLEMAN: I hope so- v
THE COURT: : Everybody is Il
anticipating everything else. and I am supposed : %

to rule on anticipations. I am noﬁ going to rule
'on Anticip;tions- | |
MR. LANSDALE: ' I submit. your f g
Honor. with this witngsss some anticipation is 4
“ ne;essary; |
. “THE COURT: - . 4 My ob;erva&ioﬁs of
the ﬁorning ares I think. how many weeks is it
nNouW+ seven,weeks; eight weeks? I think people 'ﬁh
.are getting a little e?gy-
‘Why don't we just relax and go back and —- ¥
ﬂRf.LANSDALE;._ ... -Yes. If counsal
inteﬁ&s ta ask him was this what he was |
referring‘ta and he says yes. then 1 withdraw

*

my objection.
C ' Y )
But if it goes beyond that —
{End of bench cqnference-}
BY MS. COLEMAN:

) Dr. Wein. in related discussion yesterday you were

questioned concerning consultant's recommendation on.

increased generating capacity and interconnection. and
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did you refresh your recollection by referring to
the consultant's report as you mentioned that you
would yesterday?
Yes. |
Ms. COtgﬂAN: | Mrs. Richérds~ would
you give Dr. Uein Plainfiff's Exhibit 1.8l2. |
pleaseéﬁ
- {Exhibit placed before the witness.l}
Is that,the'rgport.you locked at?
Yes. It confirms my recollection-. N
What porticn are you referridg to when you testify
it confifmé.your recoilectian? |
I am qeferring.to.the Summary .and Page 1 uwhich is
‘talking about.interconnectfon:ﬁith Painesville and
Orville and expansion ofithefplant with the big
unit-. )
What was your recollection that was refreshed‘by
thi;f
Mell,'my recollection was they said go ahead with
the big unit whether you get the interconnection or
~not. I will read it. | |
_FThis exﬁansion will pay for itself with or

without the interconnection.”

. It's not that they said the intercannection
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wéuldn't be good but they-said+ "Even if you don't
get its it will pay for itself.”
—And then it says: "It is evident that this
expanszon must proceed as soon as. poss;ble-

Interconnectlon need also be accomplished at the

earliest possible date” =— gtfceteré{

Dr. Wein, uith reference genera11§ td ;onsuitants'
reports, can thosae reports be evaluated urthout
reference to the- éuestlons asked to- the assumptlons

they make and to. the cxrcumstances which surround:.

their being made and which follow their being made?

No. they cannot-.

And can you &ake an'evaluation about whether the
recipients of the.reports followzng the report or
fallure to follow it without Iooklng at the
circumstances?

No- That.uould be foolish-.

Dr- UWein. you uwere guestioned today concerning

accounting treatment of the Muny Displacement Program.

I wanted to ask you. are you familiar with the
concept of amortizing expenses?

Yes. - —

And are you familiar in what situations that might be

used?
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should be amo?tized rather than treated all in 6ne
year?
Well. most advertising expense that I am aware of.
at least as it ;amé'into the code of accounts. was
expensed in one.yearx not treated over 25 yearss éven
though its lasting effects might be that long.
Dr. Wein+ with reference to the Muny Light
expendi;urgs connected to the Associated Estates

development» the Euclid Beach debelopmentv I would

~like to ask Mrs. Richards to give you Plaintiff's

E*hihit 21lkS+ if yvou woﬁld} Mrs. Richards-.

o {Exhibit piéced before the wifness;}
Bould ynu.tunn:tu;page & of that exhibit. ﬁlease{-
Dr. Weina down aﬂout two thirds of the page to the
section starting»ﬂ??he total dollar value aof |
construction uork in progress”™?

Yes; )

Does the inforﬁation presented there ref;esh your
pecolléction as.to the accounting treatment at
ﬂdny Light for installations at the Eucllid Beach
apartments?: . .

Yes. ’ —_

And what treatment is indicated in this financial

report of Muny Light?
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It*s cgrried as part of the property of the Muny Light
system.
Dr. Wein+ is it common or is it rare for one customeﬁ
to be served by tuo elettric'companies?
It's:quiﬁe uncommon. . |
You made-an-anaiogya a coqparison a couple of da&s.
ago:to_Suiss cheese when you talked about the ﬁarket.

What -are the essential characteristics that you
were referring tﬁ in terms of how cﬁétomers are
found in a market where there are two or more
electric suppliers?
lell+ essentially when.you*ﬁavé two or more electric
suppliers in a.city like Cleveland- generally;you
will find tﬁét on some streets. one compényAmay
have itv bﬁt'on some stfeets they may divide. |

So that if I were getting doun to a very fine
scale of a Street* thére would be a hole in those
streets where if I wanted to say what is served
by Muny Light and what is served by CEI. oﬁe

;dstomer would be served by HUny Light+ another

custamer .would be served by CEI and so on.

Or if I have five streets. there may be no
customers.served by either one or the other. and

simply if I had 15 streets that may be the case.
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And so if  you take these customers and spread
them out over geography . whenévef you are going to
have tuwo custﬁmerss one of them -- with two
companies sefving them -- one of them will &t some -
pigce of gquraphy not.have any customers and so
there would be a hole‘xyou see- |

. Now+ when you look at the geography and you are

"~ trying to turn to the marketw\whenvyou have tuo - -

systébé.there_arg“inevitably going. to be holes

somewheres that.is‘tq sayr one system doesn't have

any and therefore the other one must. And . the

variation of that. the:size of the heles+ where in

the city they.occur and so on iS'inhérent in the.

nature of a regiopal market. and so I use the
analogy of Suiss cheése;‘

| I mean. Suiss.éheésé i;_not Suiss cheese unless
it has holes- ‘And in alregional geographic market.
where you havg two utilitiesféervinga you are bound
to find soﬁe holes. .
Ddés the existence of these holes necessarily tell

you what the scope of the market is?

Not in my opinion.

Dr. Wein. .you referred in your direct testimony and

were questioned on cross about your using Census
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tracts as a reference tool in looking at where
custamers were now.

Can you explain why you chose to use Census

" tracts?

Nellq.Census tracts are very standard things.
They usually peréist,fbr ;evaral Censae- The
Census ié taken every 10 years. énd théy bring
together a great deal of information for which it
is valuab1e¢£c kﬁow such as it tells you hou many

occupied family dwelling units. -That's

. important to know what the potenﬁial in terms of

residéntial sales'are-

It tells you. about where businesses are. it

- tells you what the income of the people are. it

tells you ;boutjhoﬁAIarge-thg families are.
In,sgortq-the most important source of

informafion in the United States on most things

pertaining_to econemics is the Census~ and that'§

why I use it.

Ddes the tract itself have any particular purpose?

No. .The tract itself. a piece of geography.. has

no particular significance because it is obvious

tﬁat there are literally infinite numbers of ways

by which you can divide up an area and which has

| .
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customers scattered in some way in it is sort of a

proposition which politicians know well when they

~gerrymand the political districts;qlots of ways to

do it.
Dr. Wein. what is the significance of the fact. as
you testified. that some 75 percent of the occupied -

family units and some percentage close to that of

.bhsiness units exist in the 139 Census tracts

were Muny custpmersz'

The signifiéance‘is~that'this is where most of the

City of Claevelandiin terms of people and business
"is. and Muny does business there.

~Dr-‘weihv Mr- Lansdale asked ydu various queétions '

concerning aspects of the Huﬁy'Displacgment Program

that you‘considered'in~coming to your opinion.

Did you consider these things separately or did
you consider them together?

ells I first had.to consider them separately and-

-then+ of courses I had to consider them together

' because I'm tryzng to see a pattern of acts to see

uhethér these.are independent acts for which

benign reasons will explain them~ or whether the

* pattern is of such nature that the assumptions of

_-benign behavior is possibles and+ as a consequence
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of looking at it that way+ I decided that. no. it

" wasn't.

Dr. weinqiﬂr- Lansdale asked you some questions
about hypotheticél systems cﬁmpéting by duplicating
facilities. |

I would like to;aék.yduVMhéther one could hHave
competition fon_éustomers without such duplication --
I'm sorrys leﬁ me rephrase my question.

Id;;n'indéstry-where‘there'is”competitionn dﬁes
one find duplication in‘linés?
Yess yeSa.all-fhe ﬁiméa
Dr. Wein. nr; Lansdalé asked yﬁu guestions about
ﬁistorical.shiftsiof-HUny Light and:CEI customers
between Muny and CEI. B |

Did yoﬁ consider tﬁ;-questioﬁ of how long it
would'take-fob CEI and ﬂuny_toAbe of equai Qize'in
the City of Cleveland if CET losts say. 500
customers. a year beginning in lﬁhh?
.Yes+ I made such a set'of calculations+ on the
assumption that all othep-things are equal.
And how many years did you calculate that would take?
nay~i refer to these tables?
Yes.

{After an interval.}
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ueila what I did was to take certain assumed switches -
THE COURT: Dr. Wein. please
listen to the ﬁuestion-~
THE m:rﬁax;: . I'm sorry.

For 500 customers a year switching. it would take

“° % 189 years for Muny Light and CEI to be of the same

size. -
If 1.008 customers switch;d from CEI to
Muny Lighfs'it:uould taée.ﬁﬂ years. -
e .
And if*lxsﬂﬂ.customers switched from Muny Ligﬁt -
from CEI to Muny Light. it would take 53 years.
Dr. Wein. is there — has there been ahy time siné;
1960 where I;Sﬁﬁ customers suitched from CEI to
Muny Lighte 1-
Noq.ﬁot that many;
. Has tﬁeré been ény ﬁime in that period where 1.000
customers havé sﬁitchéd from CEI to Muny .-Light?
I think in 1970 we had that order of magnitude.
From CEI to Muny Light?
Né, no.
T 'means from Muny Light to CEI: I'm sorry.
I can't think of any. The exhibit that Mr.

Lansdale put on the board as back in the early

_ yearsi the highest average l0-year rate that I
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csuld,compute on that was about 800 a year. and --
Can you estimate how long it would take for the
systems to pe of equél size within Cleveland if
CEXI lost 800 a year to Muny Light? |
Well. it's somewhere betweeﬁ isa years aqd 80 yearsa
so I would just say it probably --< le;'s:%ay that's -
a difference of. say. 120 years at that rate;
Dr. Wein. for CEI to have no.customefs in Cleveland
at ail in 197Le |
In 197k ——. .
I'm sarry« that -was poorlyvphﬁased-h
If‘CEI.uere to lose 1.000 customers a year~

which you have testified hasn’t occurred since 1980,
how long would it Be before,CEi lost.all'cuétomers
in the City of Cleveland? |
Wells if we start with the 19kb actual figure of CEI-
which was 21550001 and they lost 1,000 customers a
year. it would take 115 years.
Nows Dr- weipw'wﬁats if you knowa has been CEI's
experience throughout its service area in terms of
lost or gained customers?
uei11 actually =-- . —

MR. LANSDALE: I obsects if your

Honor please.
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THE COURT: . . Approach the bench.
{The following proceedings were had at the

bench:?}
MR. LANSDALE: I don't think this.
‘uipnéss_haéfany knowledge concerning'that ekcept

what he's been told. It'ﬁ.not his area of

expertise. I don't know what the record shdus'..

THE COURT:. : Read the question-
please.
MS-. COLEHAN:,A' He's working off of

public ré;nr& and. I will qualify that to make
sure it is clear- .
' THE COURT: - = "Read the question.

{@uestion read by reporter.l}

MS. COLEMAN: : ‘ I will rephrase the
questiaon.
THE COURT: bhat we are

concerned with. assuming what he's testified to
in the last three or four weeks is true. what
difference does it make? How it it material to
~the issues in this case? |

MS. COLEMAN: Well. Mr. Lansdale --

/
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THE COURT: If they lost all

their customers --

MS. COLEMAN: : _ Mr. Lansdale
evidently intends to make some argument that
CEI was going to be run out of business by MNMuny

Light and these questions address that and what

. time frame- it is.

- - THE COURT: | Would you say that

'uas.énticipating a. defense .that may or may not

_occur? - :

MS. COLEMAN: - - : No+ because the

questions Mr. Lansdale'hés asked seem to be

painting in that direction- so I am redirecting
on the questions he askedi':-

" THE COURTZ - Sustain the

- objection-

If you want to bring it in on rebuttals you

might+ but let's proceed.

{End of bench conferen;e-}

. THE COURT: Sustain the objection.
- MS. COLEMAN: I have no further
questions-

THE COURT: . ' .~ Do you have any
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MR. LANSDALE: No further questions.
: THE COURT: Thank you. Dr. Wein.
You may step doun-. ‘
THE WITNESS: E ‘Thank you-
MR. LANSDALE: ' May I appro;;h tﬁé
. bencha your Honor? |
'fHE COURT? Yesa you may-.
Ladiés'and gentlemens do you want to take
anlearly-recessT a five-minute early recess?
Vecy'ueli-” Pleasé duriné the recess keep‘in"
mind the Court's admonitions.
. {The'furorssléfﬁ'thé courtroam. X
{Iﬁe.follouing pbpéeedings were héd.at
the bench:i - |
" MR. LANSDALE: o I merely wanted to
allude to the fact that I tﬁink we have an
order in this case requiring plaintiff to list
witnesses so we have some notice thereof when
they are to be called. and I have had allusions .
the last several days to Céilihg of some.
mysterious witness whose identity was not known

and I merely waﬁt to get on the record that I
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believe under the (ourt's order we aEe entitled
to some notice of the identity of the witness in
this case. e are all required to list
witnesses at the beginning and when we know we
are going to call uitnesse;-

MR. NORRIS: | I have no objection
to disclosing the name of this person. I don't
accept the suggestion it is a mystérious witness.

. I haQe'not decided whether or not to call

him because I met with him for 15 minutes this

~morning- and - hi$ name is Chuck Minadeo and he

runs & Eusiness oﬁt on East 15bkth Stréeﬁ: he's
got QeVeraI_husinesses r-“and he's an owner who
was switched with the payment of free—uiring
services in late 1973. .

The reason I Haven’t decided. your Honora.

~whether to call him or not is I do not want to

burden the record with cumulative'testimony and
unless I can make a determination that he will
contnibuﬁe something différent than has already
been téstified to- I am not going‘to call him.
HR-~LANSDALE: . My only purpose in

raising it now is I thought perhaps we were

" going to be confronted with it.

THE COURT: ' I will tell you
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1 something+s fellowss the witness list is for the
2 : ) Court's benefit and I think- historically. you

3 will find that the Court requires the witness

4 L list'so that the Caunt may project and estimate
5 . o the period of time that the case is going to

6 o .take. They may be exchanged by counsel the same
7 :: T as trial briefs. They need not be exchanged by
8 - _ couqse1~the same ‘as trial briefs. I preﬁér that
% \thgy‘be-eQChanged. |

¢ - - . .0ff the record. - . J
l_ o _':'{Eurtheb-discussion.was had éff the record.}
2 - - ' f{Eﬁd of bench canference;} |

: _ o .

¢ : . 5’;{Recess taked.}‘,f~

5 ; o MR- NORRIS: .. . Your Honor. could

6 _.'.' . the record reflect.that"couﬁsel,has entéred into
7 . © . joint sfip&latioqs of fact 290 to 293

8 | inclusive, and at.the-é#ght time dﬁring.the

9 trial the City gili ask that those be read to

0 the jury.

L THE COURT: ~ Very well.

2 _ L {The‘juriireturned to the courtroom.}
3 . .THE COURT: | . Please be seated.
4 ' . You may prdceed? Mr. Norris.

> ' MR. NORRIS: ~ Would you please
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call Theodore L. Tsevdos?

THEODORE L. TSEVDO S,
of lawful age+ called as a witness by the City
being first duly sworn, was examined and

-

testified as follows:

THE COURT: " You may proceeda

Mr. Norris. -

~DIRECT’EXAHINATION OF THEODORE L. TSEVDOS

" BY MR. NORRIS:

Good morning.~

Good morning.
" Would you pléase state yﬂur.fu}l name?

Theodore L. Tsevdos.

Would you spell your last name for the record?

“T-s~-e~v-d-0-S.

What is your address. Mr. Tsevdos?
28900 Gates Mills Boulevard.
What is your educational background?

I'm a mechanical engineer.

. Do you have a degree in mechanical engineeﬁing?
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Yes. I graduated with a degree in -t B.S. in

mechanical engineering.

When and where?

1953, Case-Tech.

What is your business?

. Ouners of three diffefent companies.
Could you please staﬁe the names of the companies
that you oﬁeﬁatef | |
Pentagon Ihdusfniess.beluxe Bumﬁers.and Péntagﬁn
‘Cycle Products- |

‘Let s take Pentagon Platzngv- when did tﬁat buéiness
'get startedf

In'lqbkv

where_&id that‘business operatef '

3301 King Avenﬁé._

"Uhat.wéé the nature of ihe business of Pentagon
‘Plating?

_We used to electroplate chrome parts mainly for Forda.
‘Ford Motor.

Ané you say that was on King --

.O0n King Avenue.

— Avgnue? : : —

And is that in Cleveland?

Yes.
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And what electric ﬁouer company served the Pentagon
Plating on King Avenue?
Illuminating Company.
All right. o

4

Téke Deluxe Bumperss Qheré does that business
operate? C ,j - -
At 7?7502 Carnegie.
I§ that in.CIEVelana? >
In Cleveland;
And‘uhen:uas'thaﬁ,bugiﬁessa Deluxe Bumpers- started.

Mr. Tsevdos?

Bell+ Deluxe Bumpers was actually started in 1958+

but it was a running change..

It uas TséQdos Plating~befdre-

"~ Tsevdos Plating?

Right- -

And uas Tsevdosﬁplating originally at the same
Carnegie Avenue address%

Yes.

And Tsevdos Platinga. when did ngvdas Plating get-
stérted? |

In 1931.

Nows at. the Carnegie Road address. Mr. Tsevdosa

what electric power company served the company there?
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Muny Light.
And how long was either Tsevdos Plating or Deluxe
Bumpers a customeﬁ of Muny Liéht?
Since'lﬁak-‘
And whét is the nature of the business at the

Carnegie Aveénue dddress of the Deluxe Bumpers and

the Tsevdos Plating?

e recycle.autoﬁobileAbumperS‘and electroplate them. -

Approximately houw much do Qou ~—- well. strike thap;
 1Is the King.ﬁvenue-addréss still part of your

business operation? |

No-

And are all af yaur opeﬁations now conéentrated at

3802 Ca. rn egiéf:

‘es. . :

Approximately hou'ﬁuch do you spgnd every year for

electric energya.nr. Tsevdos. in all three of your

businesses?

Between 50 to bLO thousand dellars.

N0Q1 5ringing~ynur attention to the King -- King

Road ofiKingiKvenug?

King Avenue.

- Bringing your attemtion to the King Avenue businesss

Quriné the time -- strike that.
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When did ybu go out of business on King Avenue?
The plant was destroyed by a fire in 1972.
And did you ever rebuild the plant on King Avenue? -
No. it was a complete loss-

And what did you do with Pentagon.Platinga;tbat"had

been working there om King Avenue. after the. fire?

Well+ it didn't do anything- and then we started
operating Pengagon Plating Industries on King
Avenue --'I means bn.Carneéie Avenue-

Now. during the time up ta the fire in 1972. you
staféa’that CET was serQing your company+ Pentagon
Plating+ am King~A§enueq is that correct? k
Right . - )

Mﬁat kind of Feriability of serQiée did you have frdm
CEI on Kin§ Avenue? |

Normal reliability.

And during the period on Carnegie Avenue. during

the period that you had been a customer of Muny
Lights what has been your experience from a
réliability standpoint with nﬁnyﬂLight service on
Carnegie?

It's the same. There isn't any difference.

‘Now+ Mr. Tsevdos: what would be the impact in your

'businesé of an outage or a power failure either by
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_CEI or Muny Light?

Well. any parts that would be in process in the
plating would be scrap and would have to be stripped
and repolished and replated.
Durin§ the time that Muny Light was serving you during
the. - 1971 to 1978 periocd of time. did Muny Lighﬁ: -
make. any efforts to warn you of outages that would |
he‘anticipated?
Repeat that? -

| {duéstiqn read Sy reporfer-} |

That was Muny Light?

Yese.

varﬁot really-.

Now+ at the timé‘youv&etermined'to.expand your
business on Carnegie- did you have occasion to
discuss the eiectrical.requirements of that.ekpansion
with anyone? |

Yes. I discussed it with Muny Light and a CEI

-- salesman. Bill Bush.. stopped and contacted ma.

Just to fix the time'frame'agains when did this
expansion stan? on Carnegie Avenu;?

Late fall -- no.+ I would say it would be started
early Qinter of '?3 and was not completed until

late '74.
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When you say early winter of '73. would you place

the months? Do you mean November. December. or what

"do you mean?

About then.

Pardon me?

About late October- to November is when they actually
started. | |

In 19737 .~

Yes-‘

‘And when uas it completed?

. Late 1974-

Now. you mentiomed that Mr. Bill Bush of CEI had
occasion ta discuss with you the matter of this

electrical expansions is that correctf?

.Yes.«

What did Mr. Bush say to you with respect to your

"gxpansion needs on Carnegie Avenue?

Well- he stated that they had plenty of capacity to

.take care of me so that I wouldn't have any

problems as far as outages or anything.
Did Mr. Bush-make any offers of ‘any kind to you-
Mre Tsevdos?

Yes+ he did.

What offers did Mr. Bush make to you?
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In order for me to bring in néw service to the new

building; he offered to -- the interconnection in

my plant between the oid.service and where the new

_service would be wduld cost me approximately 18 to

2L thausand in wiring.

And he ‘said that they would pick up that bill
for me. -
And what~did y&u have to dn in onden to have CEI
pick &ﬁ that bill for youf? |

To convert to CEI. .

From Muny Light?

. From Muny Light..

Bhat did you say'ta*nr-'Bush~in-response ta that

suggestion?

That T wasn't interested. mainly because.I'm satisfied
with Muny Light as far as neliabilitys‘thein ponen

was cheaper, and in'the long run I would be ending

up paying for the wiring myself just in the cost of
tre usage. -

Now- can you place at what period of time approximatély

Mr. Bush was making these offers to you?

‘Wells this was a running contact all the time. I mean.

it wasn't a question that he came up in once and

.talked to me once.
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He probably stopped in five. six. seven times.
During what period of time did those visits take place?
| Early '74.
Early ‘*?4e
'?es{ ‘Probably was going up through March- April;
Now+ did you ultimately accept the CEI offer that
Mr. Bﬁsh made.éo you?
No- I did not.
Mhaf‘ués ﬂr§ Bu§ﬁ's response to'your not accepting it?
That I was very %palish because he didn't think that
Muny Light uwas Qoing to be in businéss vefy long.
ﬁelll-~ | | |
And thejféct that it would be totally tﬁeir service.;
because of the size of the expansions they wouldn't
have the capacity to take care of me an&'that that -
servic; would be — T would be confronted with a lot
of outagés..
nid-ﬂr- Bush indicate any reason that funy Light'uas
going‘out ﬁf business?
Well, because of their financial structure and the
. fact that they. had no way of getting power in 6utsi&e
of-thgir own boilers thaﬁ were breaking down. _
Did the subjgct of interconnection between Muny Lighp

and CEI come up in your conversations at any time?
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Yes. it did.
How did that subject come up and what was said about
ite | |
That they cauldn't even afforg,to pay for the
interconnection;
What interconnection was nr;:Bu;h;referﬁing to?
Interconnection between CEI and Muny Light.
Did Mr. Bush have any occasion to relate the Tack of
an ‘interconnection to.nﬁny~Light's reliability? |
Yés+ he did-. |
‘uhat did he say? -
He said that. you know . Qhen'they run -— I have to
remem&erfﬁhat hé said -- that the fact that nuny:Light
did not have an'intéﬁconnéctioﬁ and they were right
up to capécity and fhat uithout'the:iﬁterconnectidn
| they'uould_have'dutﬁges; |

MR- NORRIS:.. : Mrs. Richardsa.

wﬁuld.you give ﬁr- Tsevdas PTX-27487

Can you identify PTX-2745.+ Mr. Tgevdus?
Yes: | |
What is it?' -

‘MR —LANSDALE: _ I object+ if your

- Honor please.

THE COURT: ' _Approach the bench.
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{The follbwing prbceedings were had at the
bench:?}

MR- LANSDALE: Mr- Norris wants
.ﬂn-"Téevdos to identify this letter to the
'ﬁirectdr of Utilities in 1975 saying somewhat
the same things he said here. I submit that --
| " THE COURT: : Wait a minute-.

.'ﬂﬁat.are you talking about?

MR. NORRIS: 2748.
THE COURT: . Oh. ua.
. MR. LANSDALE: A; 748, isn't it?
MR NORRIS: =~ 2748~ I think it is-
Yes- | -
‘~.fna COhRT:H’ o . He can use this to

’

';efre§h his mémory;
MR. LANSDALE: . I know he can. but
it is simply repetitious and the material he has
in here+ it's — |
THE COURT: : Bhat is the question?
" All he is doing is identifying it.
MR. NORRIS: I just asked him to
.identify it.

MR. LANSDALE: - I have no objection
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to his identifying it. if that's all he does.

THE COURT: ’ What else is it
intended for?

MR- LANSDALE: le will object to
the eihibit% that uwas kgpt.out last time. |

. MR- NORRIS: Wells I think it is
a8 contemporaneous document. I want him to
_ identify it. of coursex and then I am going'to
‘offer iﬁ.in evideﬁée bec&ﬁsé it is a
conteuparaneous.dacument that waé wrifﬁen at
the time of the event.

MR. LANSDALE:  uells I have no
cbje&ﬁi&&.ta ideniifying it. I'm-sorry"l .
shoﬁldn‘t have come up here::

‘ ’THé COURT: : Let's proceéd-
i{End of Eench:conference-}

THE COURT: Overrule the

cbjection.

BY NR-‘NORRISfZ

a

A

Mr. Tsevdos. could you identify PTX-27u8?
Yes. - R : -

Bhat is 27487

It's a letter that was written by me to Mr. Kudukis.

LnaZers
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@ And under what date?
A May lsta iﬁ?S.

MR- NORRIS: - "No further questions.

CROSS-EXAMINATION OF THEODORE L. TSEVDOS -

BY MR. LANSDALE: | | s

e Mre. Tsévdoss directing~your attehtion to your
Carnegie'§venqe‘address-.

In May or June of 1970+ if you can cast Qour g

mind back there?. |

A Right- _:ﬂ. ;

a You had a series bf quﬁages-of.from cne to two hﬁurs
during May aﬁd early June of:tﬁat year. did you not?

A Yes. - o

@ And following that+ you placed a call to The
Cleveland Electric Illuminating Company for them to
‘call on you with respect to your service problems.
did'you‘nét?

A I don'f remember that.

Q ‘You don't're;ember that.

Now. if my notes are corrects you stated that

“Mr. Bush made his calls on you in early 197Y4.
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I ask if your -- because of the long ﬁime it's been
since then. if you didn't make a mistake. and
wasn't that 1953 rather than 197u?
I said he started contacting me in late '?3.
Aii right. If that's what you saidi: my notes showed
you talked.about.early e 2
But the &bnta;ts were still made in "?4.
ALl right..

/

'Ahdn‘in'ény event+ in 1973. the»uork which had

been discussed between you and Mr. Bush with respect

4

to the hiriﬁg-in yaour place.so that service could
be takeﬁ'at one point in the new building as well as
the old was the subject of rather extensive discussion

betueen you and .Mr. Bush. was this not so?

What do you mean by "extensive™?

More than oncef?
Yes.

And in poiht of fact --

THE MITNESS=‘ " May I say something?
" THE COURT: - . _Sure.
. THE.WITNESS: - . First of all. I

never entered intoc any discussion as far as the

costs or anything.

These are his figures. and he was making
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these proposais. I was not answering him back
as far as'this because I had made up my mind

that I was going to stay with Muny Light.

BY MR. LANSDALE:

Q

A

I wasn't attempting to suggest that --

All right.

~ == the figures. lr. Tsevdés-

I was going to allude to the fact that rather
detailé& plans were drawn up of the work which
needed to bg.done which uas the subject of discussion
betuee;vydu énd Mr. Bushs

Do yau‘récall that?

I did not request anything toc be drawn up for me-
- MR. LANSDALE: . . May I have the .
queétiun.read?
THE COURT: | ‘ Yes. The guestion
is not whether you requested ip or not. Listen
to the question and respond to the question.

faqestion read by the reporter.?}

Yes. I do.
And in point of fact- you signed a copy of those
plans expressing your approval of them. did you not?

I don't remember signing that.

{Defendant’'s Exhibit 1.+300 was marked for
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identification.}

THE'CQURTz . What is the number?

- MR+ LANSDALE: - L.300.

THE COURT: 1 .300.

BY MR- LANSDALE:

Q

Hr. Tsevdos I show you what has beeﬁ marked for
1dent1f1cat10n Dafendant's -Exhibit 1.300 and I
anxte your attention to the lower rzght -hand coﬁher
thereof and.I will ask you if that is not your
signature abpearing there?

That is my éighatune.

Now+ Mr. Tsevdoss I will ask you if it is not the -

fact. that within & few weeks after you signed that
- plan yau,deré.called.dn by Mr. Ackmann of the
Municipal Electric Light Plant. one of the engineers

' from that plants do you recall that?

I don't know the fellouw's name.

But you do recal; it was an gngineeﬁ from Muny Light
that called on you? |

Yés-

Did he advise-you. Mr. Tsevdos. that your service
was provided by the East ?9th / Ansel Road --

through the East ?9th / Ansel Road Substation of

- Muny Light. which substation uwas operated py load

-l T =Tk et b
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2
transfer point by CEI?
3 ! ‘
A I found out about that but I don't know if that's
4 : .
who I found it out from.
5 .
Q Okay-
. : : N
- MR. LANSDALE: Thank you. I have
7~ : : . : . . .
no. further questions-
8 - . . 1
: THE- COURT: ' Redirect? , ¥‘
9 - | | : !
Do you want to take that backe i
10 : 11
MR- NORRIS: - No+ I want him to i
11 - ' i
. keep' it+ your Honor. i
12 | : . i
THE COURTs . All right. i
13 '
14
. 9
S REDIRECT EXAMINATION OF -THEODORE L. TSEVDOS T
16 ' ' ' )
17 3
BY MR. NORRIS: LR
18 - H
a Mr. Tsevdas+ referring to CEI Exhibit 1.300. the '3
19 ' :
plan+ what is the date on that? . ' 4 :
20 ' ' ' ‘
A 2-2bk-73.
21 - ) .
| [} And when did you have your conversation with Mr.
22 |
: Bush with respect to his offers of free service?
23 '

About a year later?

Lo L e e

I said it was a running conversation ‘with him.




15.510
Tsevdos - redirect
Were those running conversations still running

from October of 1973 up until April or May. 19747

Yes.
HE- NORRIS: . No further questions.
THE COURT: Thank you~ Mr.
Tsevdos-
~ THE COURT: Call your next -

-witness+ please. <(all your next witness.
1NS. COLEMAN: . Thank you. your

. Honor. UWe will call Bill Mayben. please-

— s =

Al Canr i araty
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of lauful. age. called as a witness by the
City. being first duly sworn. was examined

and testified as follous:

THE COURT= You may proceed.
MS. COLEMAN: " Thank you. gour -
. Honor.

DIRECT EXAMINATION OF WILLIAM R. MAYBEN

BY MS. COLEMAN:

a

A

]

Would you étate Qﬁur full n#ﬁew pleasef

William R- Mayben .+ nfa-y-b-ern-.

What is your address- Mr. Mayben?

12813 N.E..3kth Streetq.Bellviewm Bashington.

By whom are you employed?

"I'm employed by the consulting engineering firm of
R. W. Beck 2 Associates.

Mhét is‘your position with the firm?

I'm Hénager of- Consulting Services for the firm.
What is fhe business of R. WU. Beck & Associates?
R. W. Beck & Associates is a multi-discipline

consulting engineering firm providing architectural
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engineering services and ménagement consulting
services to various clientﬁ throughout the United
States and abroad. |
what:kinds of pr&fe;sions are embraced by the

members and staff of R. W. Beck?

Primarily'ehgiﬁeering of all education and disgipline-'

e also have several accodntantss economists-
scientistss: management consultants in the firm as
well as owners of the firm.

What is your educational background. Mr. Mayben?
I have a B.S. in eléctrical gngineéring from the
University of Colorads. . | |

Are you a registgred“engineer?

Yess I'm a registene& engineen.in abouf 13 states

including the State{of Ohioc.

What was your work experience before you joined R. u.

Beck?

Well+ prior to joining R. W. Beck & Associates. I
was an electrician for the Rural Electric Company
in and around Denver. (Colorado. .

I also worked for a consulting engineering

firm in Denver. Colorado while I was attending the

University of Colorado.

_How did you come to join the firm of R. W. Beck?

(o e - R  aae T W T T Y
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Well- it was a recruiting process auring my senior
year. and having h;d sbme experience with a
consulting engineering firm whiie i was attending
college. I elected to join that firm and become a
consulting engineer.
What are'your present responsibilities at R. W. Beck?
My responsibilities at R. W. Beck & Aésociates from
a.management point of view are to direct the
activities of aur management consulting group-.

.Approximéfely half of the firm's human resources
and capital~resources are committed to management
consulting-oberationsa and I difect those activities..
What professional societies~ if any-s do you belong tof
I belong ta the IEEE. the Elgctfical'and Electronic
Engineers Association. the National Society of
Professional Enéineers and the Consulfing
Engineers Council.
Bhat date were you first employed .by R. W. Beck.
what year?
I joined them upoﬁ graduation in June of l9kZ.
lhat were your immediate responsibilities there?
I uwas assigned ﬁo our firm's office in Seattlea -
.uashington to tﬁe design group. the architect

gngineering groub there.
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What types of facilities did you participate in
designing? |

Primarily electric utility facilities. I was

“inveolved in the electrical design of a hydroelectric

power:plant. I was involved in the design of a .
k9.000-volt- transmission line ané sqmé substations.
Following your responsibilities. your work in the
design phase~ what was your work at R. W. Beck? b
M9111'iﬂ about 19kY4. I began to receive assignments
in the management consulting side of our business.
primarily.invulved in eleétric utility planning.
power supply planming. trénsmission planninga.

distribution planning.

Could you describe generally the clients of R. UW.

Becks who are they?

Well. we work for.primarily electric utilities and

I would say the public sector of the electric

.utility industry. Wdc-have several clients. howevera.

that are cities own{ng and operating water
systems, sewer~sysﬁem51 things of that nature. and
we have several industrial-type clients.

What is the nature of work you have doné‘for the

past 10 years?

.ell. the past 10 years I have been primarily involved

B e e SRS E TR TR R,
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in directing a staff of engineers. economists and
accountants in the area of electric utility planning.
assisting clients in raising substantial amoungs.of
money for capital projects that fhey are undertakinga

wdrking on rate matters. designing rates. determining

revenue requirements for rate purposes: generally of

a management $nd operating nature for electric
utiliéies-' N
Do you have ahy particular responsibilitigs with
regard £o utilities in the State of Nebraska?
Beginning in aboﬁt 1970+ I uas.ass;gngd as the
senior consultant to the Nebraska Public Power
Distéicta uhicﬁ is the utility that provides electric
service both at retail and wholesale throughout the
Sﬁate of Néﬁraska with the exception of Omaha'and
Lincoln.

Our firm is designated as the enginéer of
record under the terms of their bond indenturea.

and we have certain ordinary things that we have

to perform annually to apprise the bondholders of

, the'perfqrmancé of that particular utility under

the tgrms of the bond resolution.

In addition. as senior consultant. I have

.worked verys very closely with the senior management
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of that utility on virtually. all matters that came
up before this utility with the'exception'of major
construction projects. such things as rates. finance.
management drgahizationw-planﬁinga virtually
everyfhing tﬁa;.wa§ of a manaéement matter with the
excéptibn of cons;ﬁuctidn.b |

Have you represented clients other than the Nebraska

7

. Power Districte? .

Oh+ yes%.I'ﬁave ﬁlients in many states around the
country.

Have you done any w&rk for small glectric utilities
such as qunicipally-owned‘systems? :

.Yes% I have uworked far saveral smayl or municipally-
owne§‘eleétric'utiligies-

Have you éonduc;ed pouwer subply stﬁdies for such
utilitiest | |

Yas. I have.

And uhat is involved in making a power supply
study. generally?l |

Uéllq it's a rather complex processi but. generally

speakings the power supply study for a municipal

" electric utility would be the process of forecasting

what the future-power energy réquirements might bea

identifying the various alternative ways in which
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nature.

I have also been invdlved in assisting clients
in theAsale of pgllution-control bonds which uere to
be applied toward the cﬁst of construction of
certain portions of éower'plants._

I have been involved in the éalg of general
obligaﬁion-ﬁonds for.certain types of municipal
projegts« such as sewer plants and water-Sysﬁeﬁsw >
things of that'nature- -

Can you give us an estimate of the amount of

financing issued by utilities with wﬁich'you have

been involved?

Approximatély‘sa billion is the amount of financing

‘that has been accomplished that I have been directly

involved in. .

What services do.you,normally.prévide in connection
with such financing? | ,

Bells it depends upon the client. of course.: the
degree of sophistication that the client has. and it
deéendS'upon the coﬁpleteness of the proposition at
the time that we are bréught into it. but it can'
range all the way from assisting the client in
negotiating various cbntracts uhicﬁ are necessary

for his capital project to be able to be




10

11

13

14

15.

16
17
18
19
20
21
22

23

24 .

25

7

15,520
Mayben - direct
cﬁnstructed and to be ablé to be operated onto making
investigations of whether or not. when the projgct

is completed. it will be able to derive revenues

sufficient. to meet whatever obligations:the

authqrity~has,incurred.iﬁ'selling the debt.

:mé.héve.beeh involved in working with the
client's~fiﬁancia1 advisor in structﬁring the
financial deals. »

. I;-peﬁsunallya had been involved in meetiné
with réting agencies and major investors in
explaining*the.technical and financial aspects of
;he financial érrangeﬁents.

I notice'yuu use sometimes the -term "we™ and sometimes .
the term "I.7 .
Hév; you; personally. been involved in the things
you have describgd? .
Yes. I have-
And your firm has as well?
Yes.
HaQe'you ever appeabéd as a witness before State or
Féderal agencies?
Yes. I have.
Without going intc any detail. can you describe

generally the topics-to which your testimony has been
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addressed?
I have Been invdlved as an expert witness in basicayly
four éreas. |

The first area-is in the process‘of establishing
need and feasibility of major power projects where
a ¢ertificate-is to be issued by a Public Utility

M |

Commission, if you willQ‘and'I have testified as to

the necessity of the project and the feasibility of

the project on. behalf of the client who uas

attemptiﬁg td build,thése-projectsw

~ I have appeared as an expert uitness’in matters
invélving interconnection disputes. and tariff
provisiaons for intgrconnection_contractﬁ-

I have appeared as an expert. witness:in'matters
pertaining éo bouer~supp1yq coordinated power supply
Oneratiéns.and develépment among utilities. and I
have appeared as an expgrt witness in mafters
pertaining to transmission service and.transmission
rates.

Mr. Mayben. were you engaged by the City of E
Cleveland as an expert in this case?
Yes~ I uwas-. |

And have you worked with me and.Mr. Norris during

.this.assignment?
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A "Yes. I have-‘ —

e Would you please describe the dssignment that was
given you? —

A Basicallya‘fhe és;ighment given me was to work with
Dr. Wein in ﬁetermining.the economic aﬁd financiai
impact upon ltuny Light for éertaiﬁ alleged activities -
which your firm ha& outliné&-to-nr‘ Wein and I of
thé Cleveland Electric Illuminating Company-.

-Q Did you or your firm have any familiarity.with the
Cleveland ﬁuny'system before your engagément to
make the study.yau.have just described?

A Yes. I- Eefsonéllyw have been invalved since Iﬁ?é

consulting with managemenﬁ of Muny Light and with

other people,in‘theVCify~from time to time about
Muny Lighﬁ's busineés‘ana operaﬁions-

n§ fiﬁm has alsc done ather types of engineering’
.studies for MELP overjphe same time fnamg#_

Q With whom did you work at Muny Light in your personal
work thére.before your engagement to make the study-
yoﬁ described? ‘

A Hell. I first worked_with Mr. Warren Hinchee and the
staff that was assigned to Mr. Hinchee. . Those
people included Mr. Pofok. Mr. Titus and Mr. Milan.

' Those were some of the people that uwe worked with.
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You mentioned in the development of the assignment to
your firm Dr. Wein was invqlved-

What specific requests did he make of ypu growing
out of the conferences that you held?

Dr. Wein asked me to.estimate for him the difference
in profitability of nELP'openatioés ;s;it actually
is or will be in tﬁe future and what that
.profitabiliﬁy would be had certain events occurred
back in.fhé:early 1970°'s. .

Did you. carry out that assignment?-

YQS$.I di&s |

What apprpach did your firm usé to measure the
difference in;pfdfitahilityf

Bell, first of all. Qe construcfed what you might
term engineering models of HELP's'operatioﬁ-

‘By engineering models I mean the way in which
MELP would go about cérrying aut its electric
utilit& function —— how it buys fuel+ houw it sells
energy over its system. how it pfoduﬁes that energy
- that sort of';hingf Then we constructed some
finéncial‘models'of MELP operations reflecting the
financial and economic results of these engineering
models' functioning-

Now+ I géthered from the use of the term "models™-
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? there was more than one of these. more than one
3 model created in your stﬁdieés is that correct?
4 A That's true.
3 @ What experience does the R« W. Beck firm have in
6 i preparing‘models to study changes in circumsfanﬁes
7 - in the nature.of Dr. Wein's assignment to you? .
8 A Well. we havé extensive experience. In fact. the
9- fﬁrm-got it; start modeling‘the operations of the
:10. state-wide utility business.in the-State-ﬁf
';l Nebraska hack<in tﬁe»late-ﬁaﬁ's and early-'qﬂ's-
12. Mr. Beck himself did the modeling to show to
13 the poten;ial invéstors of debﬁ or.of bonds thaf
14 a utility'in NéhraSka.uoﬁld be aﬁle-tq meet its
15 quigations'and'rebay the loanﬁ'that were beiﬁé made
.16 at that‘tiﬁé.
17 q And since Mr. Beck began the operations.: has yoﬁr
18 firm been’involved in.:;similar types af-investiéatibns?
19 A Yes~ that's true-
20 Q | -Now. how does the R. W. Beck firm respond to an
21 Aéésignment'like thaé of Dr. Wein that you have
22 -chosen to'carry out through the creation of models?
23 A Well. because the modelling inQolves several
24 disciplines such as power supply engineering.
. 25 '

transmission and distribution system operationsa.
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2 distribution planning. finance. accounting and ;
3 " whatnot + we custoﬁarily bﬁing together a team of i
4 people who are qualified in these various disciplines. i
3 This team of people are normally headed up by a 'é
6 team leédeﬁ who has the background experience in the ;f
7 particular field that we are.talking about. In this _Eﬂ
8 particular instancea it was+ of -course. the . -ﬁ%
? oberatioﬁ of a.municipally-owned electric utility f
10 with generation or with proauction cabability- jé
H ; was.designated as the team leader because of ) vi
12 my background in all aspects or various aspects éf E
B a municipal utility~opératioﬁf | ' ;
o @ Had you had bneviaus experiené& as a team léader_in ii
%5 dealing with tﬁis kind of analyéis? - &i
16 A Yes- -. %1
17 . , .
' Q Would you give me an- example of your own experience gg
18 in working as a team leader to do this type of éi
19 analysis prior to this assignment? | b
20 A Well+ we have a client in the Dakotas which happens
izl to”be a: what is knﬁwn as a power agencya. providing
%2 elgcﬁri: power to about ub 6r 47 muniqipai electric
~3 utilities ingthe Dakotas. and in Iowa and in —
4 Minnesota.

I was the team leader that initiated the power
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supply planning for this agency: recommended a
particular power supply péograma worked with them
in éaisiﬁg the capital for them to fund the cost
production 6f the power supply program - and
subseﬁuently assisted them in creating an‘

infrastructure so that the power agency COuid'

: accomplish_a.function of providing wholesale power

to these 4t municipal utilities.

I was the team leader. we.prﬁbably had at one
tine;or-another as.many-as es or 30 people working
on that particular assignment;

I see. Nous in’térms of this assignment. which you
and Dr. Wein worked on~ who at R. W. Beck worked onm
the studies made for C1eve1anﬁ for ;his casef
uelia'fér'this particular assignment. uwe staffed it
primarily froﬁ our Indianapolis officé-

Mr. Bill Cheeseman uas initially involved in
directing the activities cf the various peaple to
begin the enéineering modeling and the financial
moaelingm Mr. Cheeseman is an engineer that came
to us from the Illinois Power Company.

Subsequent to that time. Mr. Sam Ross. an engineer

" who . came to us from the Public Service Company

of Colorado after 20 -yeéars of experience with that
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coapanys joined us and became the director of the.
various actiQities-
In addition to those two individuals. we had

Mr. Gene Anderson who assised us in distribution

. planning matters. we had Mr. Bernie Friedrichsena.

a Certified PublicﬂAccountanty.doing much ofithe

accounting treatment for our.financial modelss: we
had Mr. Viﬁtonkpff1 a Cﬁk working on many of thei
éalcula;ion;».

We had pecple from our Denver design office

~assisting'en certainm questions with respect to

' design and construction of power generating

ﬁacilitigs.an& on;trénsmission substations.-
I believe yﬁu stated that Mr. Cheeseman and then
Mr. Rass had,the:resppnsibility after you for
coordinatidg'the teamwork.

Could you describe NMr. Cheeseman's background?
Mr. Cheeseman's?

Yes.

- Yes. He joined our firm I believe in about 1973,

after I believe around seven or eight years as a
District Engineer fpr the Illinois Power Company.
He is a3 Registered Professional Engineer in several

states.

g R i il LB S
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And Mr. Ross. what is his background?
Mr. Ross's background is that of he is a mechanical
engineer.from Purdue University. He was uwith the
Public'Service-Compan; of’Colorédo for around twenty
yeafs primaﬁily involved in pouwer productions
regulatory maﬁﬁers and power supply-
Did you drauw on the expentise.of anyone outside the
R. W. Beck firm in the.cobrse of preparing your
studies?
Wella ﬁf course we drew upon Dr. Wein in thé sense
that he aﬁd-I had several conferences with respect
tpvassumptians~and.céiteria that should be -used in
the modeling that ue‘ueﬁe going to do-

We did have discussions uitﬁ MELP personnel from
time.to time. OFf courses.we:talked.to the investment
banker selected by MELP to provide them some
advice for purposes of this assignment. Mr. Frank
Martin.

We talked to a lauwyer from Phelps-fodge acting
in the:capacity of bond counsel.

You mean Palmer and Dodge?
Palmer and Dodge. I'm sorry. Mr. Jim Perkins.

What was Dr. wein's role in Eespect to your

team carrying out its assignment?




15.529
Mayben - direct
Well~ Dr. Wein provided us with the forecast of the
numbers of customers and the electric sales that we-
were to use in our engineering and our financial
modelling for MELP.
Additionally~ Dr. UWein provided us uwith

certain factors reflecting the effect§ of - -
inflation for purpcses of our financial modeliné-
Nows Mr. Mayben. did your firm use computers in the

course of doing the studies?

Yes+ we did.

How were the computers u;ed.in these studies?

The éomputers Qere-used'primarily in establishing
the financial ﬁodels- Basically we computerized the
various financial functions or economic functions

of MELP such.as their. sales of electricity. the
re!enues-to be derived from the sale of electricity.
the expenées-td be incurred as a utility in
proﬂucings trahsmitting and delivering of this
electricity. |

So the computer was basically used to generate

the financial models that we gave to Dr. UWein-

- If I understand you correctly..you put a lot of

information into the computer about MELP?

That's correct.
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What did you mean by "functions." that you placed
certain functions in the coﬁputer? |
Wells the éomputer did a fair amount of calculations
for us for purposes bf projecting what the operating'
expenses were going to‘be into the future; let's say~
or in the ﬁistoric period under ceréain &ifferént
engineering models.

So it performed a ]:ot of. calcu‘lati.ons that would
have taken a lot of fime-had“somegne been doing. that
by hand. . ' | | |

But it also was desigﬁed to prevent the
financial resqlts:in.a clasSical model or classical
‘method.éhat is-useful to the accountants and
_engineers in looking a§ the ope?ations qf a utility.
ihen you talk about the presentation'of the
information; just to give us a point of~refeﬁencea
perhaps- nrs;'RiéhardSa you could place this slide
on'the screen SO we can see what the display looks'
like-

| Is this an example of what the computer~feéds
back out to you in terms of informations Mr. Mayben?
Yes. it is. - . Lo
And in terms of engineering versus financial

models. how do you refer to this?

-~
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That's basically a financial model and that is an
operating statement which has some of the engineering

§

modeling information on it.

-In. other words. those assumptions lead to certain

financidl informations is that right?

. Yas.~ ;

MS. COLEMAN: Mrs. Richardss
uill you suiﬁch the machine off. please?

Mr- Mayben. was the computer you used one uhiéh_R. u.
Beck ouns? ‘
Yes+ uwe used our own,combuter.
Were there otheé.cpmputer facilities that were used?
Yes. Ue did use;ﬁthér éomputep facilities.
What other computer facilities did you‘useﬂ
e .used the‘ﬁime share arrangement that.we‘have
with the ﬁni;eﬁ C&mputiﬁg Sysﬁem.in Kansas City.
Is that a.sérvice that R. U. Beck had used befare
doing this project?
Oh. yes.
About how long had R. W. Beck been using that.
service:before'you came to do éhesé studies -for
the City of Cleveland?

" THE COURT: ' . Does that really'

make any difference here. Ms. Coleman? UWhy
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don't we get on to something material?

Mr. Mayben. have you found the United Computing
Service to be a reliable source of compﬁter service?
‘Yes+ I have. |
When work was‘doﬁe uéing the cqmauterq did Qour

team take steps to see that the work had been
accurately'performéd?

Ohs yesm ”

They:checked th@ prdgcams'to”make sure that:
they.were'properly fuﬁctiohiﬁg-“

From time to'times Qf course. we deactivated
~the computer simp;y becau;ﬁ we were not at the
moment.u§iﬁg'it-‘an& we tﬁen reactivated gnd pulled
' the files on them- make Certain'checks fo make
éure tha?ithe file they got was. the most current
and accurate.

Have you and your teamfprépared for submission to
the jury here a Feport on the results of your study?
Yes%lue prepared a report to Dr. UWein.

And - Mrs. Richards -- do you have in front of you
Plaintiff's Exhibit 304l Mr. Mayben?

Yes. I do.

Would you describe that?

This is an engineering report which we prepared and
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submitted to Dr. Wein setting forth thé results of
the engiqeering and enginegring-econdmic studies
which we conducted.
Had you performed -- pardon mé-

Had you prepared reports on the same subject

previous to the one which is before you here?”
Yes+ we had..

Aﬁd doés this represent your most recent stuay?
Yes: it does-. M

Mr. Mayben, would you describe the standards which
you and your team at R. W. Beck followed in
carrying out yuur'assignmént and in preparing this
report? '

Well+ we used the §ame'standard§ of care and
eng;neefing effqrﬁ as we narmally would in advising

a client with respeét to a planning effort where a
client might be contemplating the installation of

some facilities and we were asked to make a plan

which reflected the best alternative for him.

Over what time period have you and your team spent
perforﬁing'Qéub assignments to study the profitability
of MELP? , -

Me'have been involved in this particular assignment

.Since early 1978.
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2 Q In working on this assignement. Mr. Mayben. did your
3 team have need tﬁ refer to variocus data. documents
,4 and other kinrds of information?
3 A Yes+ we did- N
6 Q@ Could yqu’describe‘geherally.the cateQOfies of data w%
7 and docéﬁenp# that you referred to?. ' " _3f
8 A With respecﬁ to.HELP we looked at various statistical ~£;
? és.well as-accounéing'infufmation.that MELP would ?v
;lo . Eegularly prepare. such things as their annual,rgport if
,1; to the FéqenaI.Poﬁer Commission+ Form 12 and Form 1-M. {ﬂ
_ |
rlZ‘ e looked at the -audited statements of HELP1 we looked :
ils at the annual reports of the FLscal Control %;
;14. Department uzth respect to MELP's gperations. Ue i;
?15 looked at thg varlousfather;statxstlcal }nformation 8
}16 that wauld he‘av#ilable to us from MELP.
;17 Q Did yﬁu in the course of your studies have any need
‘;8 to refer to costs and othér information of the CEI
p° company? ' | g“
e ! | - 3
] A - Yes. we did. t
f} Q Mﬁy was‘that? é;
02 A zwéilq‘part of:qur financial modeling‘involved ;
ﬁ3 - forecasting CEI's future wholesale power rates. and i;
?f . . so we had to look into the items which would affect
85

~ those future wholesale power rates such as cost of

it s Vo B B
-3
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* construction of new projects that were going to be—
coming'on line. cost of fuel --'things of that
nature. -
Uhat source§ did you use to gain that information? .
Uell+ we looked at the annual report to the
Stockhuldersa_we looked at the repbrts that are
regdlar1y<filéd by the CEI with the FederaI.Energy
Regulatory Commission+ we looked at rate'filings
that CEI héd previously prepafeﬁ and submitted to
FERC for approval of their Qholesale-power.ratesa
we looked at prospectuses.

We looked at,a~l0—yéar~pian which used to be
filed with the Ohio Sitiné-Cbmmission that I believe
now iﬁmfileq with the Ohio~Depaftment of Energy.

Thusé afe the types of things we looked at-.

Are fhose réports you described that you looked a;
the test of material that your R. U. Beck team

would customarily rely on in performing the types

of studies that you did hear?’

Yés.

" Did the staff. you and your team. hav an occasion to
develop any data which wasn't availabie in the
reports that you examined?

Well. in some instances it was necessary to develop
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some additional information so as to project on
our,engineering models and our financial models a-
consistency;between the historic period and the
future_peridd.
Could you give.us an example of one of the stu&ies
which R. m¢~Bgck performed to supplement the
recorded information?-
Well..one of the studies that we conducted had to do
with presenting a number each year for Qhat was to bé'
MELP's peak demand or maximum load during the year.

e had found.that the information that had been
filed uith;ﬁhé'Federal Pouwer Commissiun.ddring part
af the 19?0's changed Fréﬁ one year to the next and
so ue.had to do certain calculations in order to
put those on a consistent basis. That changed
primarily because they were not taking into
consideration the effects of s;;tion service and
the effects af the load transfer service+ and we
put it all on-a‘consistent basis for the history and
fof the future.

MS. COLEMAN: ' "Thank you.
Your Honor. I am about to‘turn to another
Subject.

THE COURT:: . Fine. This would be

e R e i 2

o
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an ideal time for us to recess for lunch.

Ladies and gentlemen. please keep in mind
the Court's admonitioh ddring the luncheon
recess. namely. you are not to discuss the case
either a?ong.yourselves or with anyone else. |
You are.to keep an open mind until such time
as you Have heard all the evidence in .this casea
until the Court has. instructed you on the lau,
. the applxcatzon cf the lau to the facts as you
find them to be.. and until such time as the.
matter is submitted to you for your final
deliberation and.judgment-.

dith -that+ ladies and gentIemen» until
1:30. Thank you.

{Court recessed for the luncheon period.}
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1 THURSDAY+ AUGUST 27 149815 1:35 0°'CLOCK P.N.
2
3 o
THE COURT: - : Please be seated.
4 .
{The jury entered the courtroom and the
5
following proceedings were had in their hearing
6 ) A
N and presence.’}
"{The Court made an off-the-record comment
8 - : ' K |
to the jury regarding the chilliness in the j
9 . Rl
jury room.}* 1
.0 |
1 ]
2 _ . ]
' WILLEANM R-. MmAYBEN i
. . < ER
.3 ' : 1
resumed. the stand and testified further 1
as follous:: i
5 | i
. i
.6 , 1
THE COURT: - You may proceed. i
L7 ' .. o
MS. COLEMAN: ' Thank yous your :
8 . !
Honor.
.9 3
0 i
DIRECT EXAMINATION OF WILLIAM R. MAYBEN {Resumedl}
1 ' ‘
22
BY MS. COLEMAN:
23 : :
Q Mr. Mayben. would you please explain. generally. hou ;
24 |
the Beck team approached responding to Dr. Wein's ot ]
)5 , -
~assignment?
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Well- of course. the first important step was to
confer with Dr. Wein with respect to the nature of
the studies that we would be’ﬁehformimga and then
to gather tﬁe basic data and iﬁformation that we
would bé using in the determination of the
engineering models and of. the financial models.

With that. we began to put togeth.r the basic
éngiﬁ;eriné models of MELP's electric operations
and begén to prepare the formulas. the functionss
if ybu will~ of translating the engineering model
into a financial model. | |
Could you explain what you'havé to do to come up
with an engineering model?:

Bell+ the engineéring model bésicallyv is a set of
- assumptions which;descnibe the manner in which
MELP would be operating over a peridd of time.

Sucﬁ assumptions go ta the matter of what are
the sales in kilowatt hoursa How.is the pouwer supply
obligation met. is it met by purchases. is it met
bQ generation.

How does the transmission and distribution
system perform- fuﬁctions if you willajto deliver.

the power and éngrgy to the customersi how do they
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2 go about getting fuels: ﬁow they man their power plants. %
3 this sort of thing. | ;
4- Thaf's fhe engineering model of MELP"s operations. ?
3 Q How is the %inancial modei put together? ?
s A Well~ the financial model: is basically a translatién 'é
! of the operati&kﬁ assumed in the engineéﬁingimodel." .éi
8 into dollar figures. Baéicaily1 it is translating é
7 saieSAQf.kilouatt hours to the various customers intd b
l? espiwa;éd'reéeﬁués-- It iS“trahsiéting fuel .
lI' . purchases andapoﬁer purchases inta dollars of ‘ ;}
12 - '
‘ expenses.
;,3‘ @ Mr. Mayben~ you ménﬁionéd the téfm~“function;'a Ji
i@ few times in your~tés§imony thus far. ;i
is What do you mean. by thate . . ?
!6 A Well. that is basicaily'a formu1a which wouid '
4 translate an assumed_rate‘of enéréy sales into

estimated revenues. In other words. for each

kilowatt haur that 'is sold we know that for a

S S - AR SRR UE V.

particular class of customer that is going to derive

so much mdney in revenues based upon'the rates for

electricity. ;
Q Did you use the same approach in projecting expenses? Ei
A Yes. -We have estimated expenses as a function of.

in some instances. the amount of fuel that is
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burned. in some instances as to the amount of utility
plant that is actually being utilized and in some
cases as a source of the amount of labor that is
being expended in order to carry out a particular
utility operatianv |
nr,jﬁeinérs-MOQId you'move this up for me?
£{The.easel was moved to the front of the
caurtroom.}. =~ - .
IHE“COURT=~' - .Can the jury see it?
 ,1 think you“oughtftq swing i;.around af
little more. I think that's better- Yes.
everybody nods4affiﬁmativé~' |
Mr. Mayben. in a case where you might gtudy Muny

Light having more sales than it actually did~ would

~you show how you go from the amount of assumed sales

to the revenues that would be associated with those
sales ju;t as an example of a functionf

if I might- using same numbers fhat were taken from
the 1980 financial report of MELP's operations --

some of these numbers. by the way. appeared in.the

-

-_oper;ting,;tatement that you had previously displayed

to me on the board -- but just taking 1980 as a

for instance. the operat1ng records indicate that

~ in the residential class of customer MELP had sales

Lot
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of 142,477,300 kilowatt hours. That's the amount of
electricity that MELP actually sold to its
residential customers in 1980. They collected
revenue for those sales of $10.837.825.
Now~ that translates ‘into an average price of
sales by dividing'the hours by the kilowatt hours
of 5.9393 cents eer'kilouatt hour.

Naw- on the financial modeling where we

. assumed .more sales .than uas actually-made in 1980,

and I. u1ll take another example that will show up 'in
some of the pages ef my report1 the one in which

Dr. lWein told us to. assume that sales to the

residential class would have been 1531534vnun kllauatt‘

hours. Sa you can see that'there is an increased -
saies to the-residentialAelass-,

Houeuouxd you figure out how much revenue was
associated with the assumed greater sales?

Again; we toock the average price or the average:

return for these sales in the actual case and

multiplied it times the amount of assumed sales-.

5.9393 cents times 183.b34.000 kilowatt hoursa.

and that gave us a dollar figure of %10.90k.600. —

Now. you can see that the assumed increase in

sales resulted in an estimated increase in revenues in

P

e
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fhat particular year.
Thank you.
And is something like that process used for
moving from.actual expenses to assumed expenses in

your study cases?

Yes-

Can you tell us how the information about the

engineering model -is presented in your report?

The engineering report to Dr. Wein contains a

statement of .the various assumptions_which comprise

the engineering model of MELP under various
circumstances.
How islthe-financial model presented?
The financial model is presenteﬁ-in two ways: The
first is an.oﬁerating statement: a ﬁypical
operating.statement that an accountant would prepare
to.presen; the results of financial operations during
a year's time.

And also a balance sheet to show the assets and
tﬁe liabilities of the enterprise.
In.youﬁ-studiesa what.was the purpose of developing
the balance sheet? : _

Well+ the balance sheet basically was to -- was a

control function. - It.was to keep track of assets and

v v e et e = -
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liabilities and to be able to compare how the assets
and liabilities.might be treated by an accountant ;;
we moved from one year to ;hg_next and as we moved
from one engineering model to another-
~Nous 1s the way that you prepéred the balance sheet
necessarily the.way'that Nuny_Light accountants
would preparé.it given the assumptions of the
particﬁlar.case? A >
No- |
In my judgment: it merely reflects the one hay
_ that it could be treateda énd.it was a way in which
based upon conference uitﬁ the accountants that uere
giving me the accounting treatments: we decided to
make the presentatioao .
- But it éauld'be-handie& ¢ifferently;by Muny
Light. | |
Did yoﬁ make-anyispeciél accounting assumptions in .
setting up the balance sheets?
Well+ in setting'uﬁ.the“balance sheet+ with respect to
tﬁe model of MELP as it actuaily was in the past. we
pretty well. adhered to thg'audiféd statements that
the—MELP auditors prepared.

.With respect to some of the alternative

_engineering models. we did make some accounting
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assumptions partiéularly with respect to the treatment
of éccounts payablL and with respect to the amounts

of cash necesséry to meet working capital

P

requirements.

Uould you déscribe yoﬁr assumption with regard to
accounts ﬁayable?
Yes. o

b If you.look at an actual balance sheet for MELP
in the 1970%s+ you would find that the accounts
payasle are high in relationship to the revéﬁues

being derived and the expenses being incurred.

3

~ higher than-you would. expect.

In our special accounting fneatmentw we assumed
that thé»accouﬁts payable—uould'be rénging in the
neighborhoad of $3 million a year. which is more like
the amounﬁﬁﬁf workiﬁg capital or amount of accounts
payable tﬁat would be expected for the level of
busiﬁess they were quné-

in order to balance out a lower accoﬁnts payables
we had cash being transferred from the City to MELP
in order to meet their cash obligations.

Now. what was the b;sis for the last assumption that

you mentioned?

Basicallys it was on the basis of the actual practice

L -]
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2 . .
of the City at certain times during the 1970 decade:
3 and based upon conversation that I had with City
1 officials back in 1978+ and confirmed again when we
5 revised the report for this case that that was the
6 . '
way to treat MELP's cash requirements.
7 Q Now. you stated that your source in the first
8 instance of the balance sheet was. basically the
9 : . ’
' audited -statementsf?.
10 R |
A Yes.
11 ' o ) o
| q Do those reflect the charge of interest for- transfers
12 : '
| from the City?
13 . . .
; A For the assumed transfers from the City and —
14 L
k Q& Excuse me. For the actual transfers from the (ity?
l» . « : .
15 .
F, A No+ they do not.
16 « : -
| a And houw did you then treat those in your modelf?
17 ) : .
' A Again+ we assumed that it was an interest-free line
8 A
| of credit from the City General Fund and no interest
119 )
. , was charged.
2 0 '
] @  Consistent with what you found in the audits?
21 ) , .
lv A Yes. . 3 ° _ o ' i
‘ a Now. what was the first model that you prepared in the
R3 '
. course of your .studies? : -
24 _ :
; A Well. the first model we prepared was. of course.
25 '

~ MELP as it actually was in the 1970 decade.
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Bas there 'a term that you used to refer to that model?
We call it the base case historic-
And "base case™ is intended to signify something like
a base line?
Yess it was the casé against. uwhich we compafed the
effects~ the financial effects. if you will< of the
various altérnative engineering models that we
studied- _ - ' ~
what'was.the source of thé enéineering model'foﬁ-the
base casef -
Well. basicallya it was the statistical information
that was évailahle'in,various reports of MELP~ plus
aur knculedge'of how MELP actually -aperated+ gained

through discussiané-uithunELP‘pébsonnel-

_And ﬁhat was the source of the financial model of the

base casef
fhe audited'statements-and éhe'reports of the Fiscal
Control Department on MELP's operations each-year;
NS; COLEMAN: | Mrs. Richards. would
you place the transparency of the operating
» statement'er I-A on the projector. please?
{Mrs. Richards complies.}
MS. COLEMAN: .+ .Thank you.

Mr. Maybens I have taken the first page in the

ool S
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appendix of your report. Append?xﬂﬁ;ge I-i~-and &ade
it into a tranépérencya and it's on the screen here.

Which form of financial modei does this represent?
That i;-an operating statement -- actually.+ it's a |
series of opefatiﬁg ﬁtatements for the years 1971
through iqau..although 1980 seems to be cut off by
the projector at the éoment-. ‘ | |

Now, if we read-~information gaoing down the chart. is

that information all for:a single. year?

Yas+ it is-

And if we read information going across. what do we

"learn?

We find acrass is the line .items for the various

years.

And those ére*idenﬁified.bylthe_year indications

~across the top?

Yes.

I wonder if.we.might foeus onlghe labeling here.

_Let me ask you thisa. first:

Is this the standard. form in which youf.financial
mode; is presented in this report?
Yes»:it i#-

So that the labels used on this page are used on other

.pages as well: is that fight?
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That's correct.
Now. let's firsf look at the uppermost information
where the s;atément "System Requirements. Annual
System Demaﬁd in MU+ and Annual System Energy in
KUH™ is found. |

What information is provided theres what does
that mean? |
That's basically an expression of MELP's load and
energy;requirement; in each one of the years.

Thé Fir§§ item being TAnnual System Demand"
in Iﬁ}lv'it is 105.7 megawattsa OE‘IUSaﬂU?‘KiIOWBttS-

Tﬁat is the demand achieved at the peak hour
of its laad in that pérticular'year. :
Is the second ifems."wnnpal Sy§tem Energy™ — '
The "Annual System Energy™ -in kilowatt hours is the
amount of energy HELP.had to pEoduce for purchase in
order to supply the.énergy to its customers.
Uhat is the nextigruup'of information that is
under the caption "Sales by Customer (Classes"?
Tﬁis is the amount of electriciﬁy expressed in
kilowatt hours that was recorded to have been sold
to MELP's various customer classses. '

So we should understand that first group.of

‘information is kilowatt hours or. in the case of the
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first line. kilowatts. right? |
Yes.. |
Now. the next line item is "Revenues."

Pardon.me.. Let me go back.

I notice ghere'is”a'difference betueen "Tofal
Sales™ and "Annual System Energy”™s: i; that right?
Yes, it is. |
What does that reflect? : _ p
That reflects the heaﬁ loss oﬁ the distribution and
transmission system of MELP as well as certain
unaccounted-for‘energy losses. .

And is'the.ékistence of such heat losses or

unaccounted-for losses an unusual thing in the

electric industry?

No+ it's common to all electric.systeﬁs-
All systems have that?‘

Yes.

Let's continue down- The item that indicates

" "Revenues." are we switching now to dollar figures

when we reach that point?
Yes. When we reach the point of operating.revenuesn
those would be dollar figures.

What is -the source of that information? .

‘Thét information came off the MELP financial statements
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earnings on then.
I see. Thank you.

. 1S. COLEﬁANi . Mrs. Riéhardsa
perhaps. Mr. Lansdales you might just turn the
suitch off.. Thank you. '

After yau;irepéred thé statement of Muny expenses. and
revenues that we just looked at. what_ﬁas the next
work that uas doné? SR |

Meilw the next quk that was done was to prepare
financial models of some alternatives to MELP
operatidns as it actually o?curred-' 

Did you look first at the ‘question of actual MELP

as it will be -in the futuéef'-'

Oh. yas+» I'm sorry. -
We did carry - ‘on the modeling of the base case

from 1981 to 1988.

‘Why do your projections go out to the year: k9887

Well+ at the time we started these studi
T :

we feel that it will probably be 1988 before MELP is

going to be in a position to do anything which will
materially affect its mix of resqurées reflecting

ownership or control of power supply facilities

which have economy of scale and modern technology.

Houw. did you project the engineering model of Muny
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operations in the future?
Yell, basically we took a look at what MELP is
todays naﬁélya.é distribution-onlf.utility1 buying
power from CEI+ from the ﬁower Authority of the
State of New Yorkwaand'féom Buckeye- And we merely
projected inéo the.fdturé how ;hey would go about
meeting their electFic utility‘obligations with the
plant that is now in existence.

What specific assumptions did you make about source

of power fér sale tog nELﬁ's customers during this

future time peniodf :
e assumed the:use of the power and energ& that they
are ngu,purchasing_fr6m~CEI.and from PASNY through
3985 and from Buckeye through L985-
What assumption did.you make about interconnection
between MELP and CEI?
Wells of coun§e1 there is the interconnection that
was placed iqlservice,in.1ﬁ75» We assumed that would
remain in service.

And MELP and CEI are presently constructing a
second -interconnection. and we assumed that that
would be in service by the end of 198l1.

It would be simply utilized in MELP's purchases

of power and. energy in the former period. .
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hat assumpfion did you make concerning MELP's gas
turbines énd their use to pEovide pouéf and eﬁergy?
e assumed the gas turbines would no ;onger be useful
for pravidinQ:pouer and energy after iﬁ&l-

Now. as of what time does PASNY power enter into

your modeling in the base case?.

In the -base case+ it enters into the model commencihg

in 1980 when they actually began to recgive PASNY

bower-. ' “

. So it's-actually a historic base case in that short.

period of time?

Yeﬁ.

How qid-yau estiﬁatenahat‘the.ccsf'qf'po#ﬁr that

MELP may buy from CEI in ths.fﬁture will be? |

. We dia aﬁ;en;ineering éconbmic study of what CEI's

“wholesale power rate would probably be using the

forecasting criteria thatvnr- Mgin gaVe-usé as well

as certain information that we were able to glean

from reports and filings by CEI themselves.

Mﬁen you mentioned this ear;fer this morning+ you

mentioﬂednthaf'you‘made a cost-of-service study and

there uas involvea an allocation between classes;
Now> can you tell ﬁs what the cost-afi-service

-Study was and uhatithe allocation was that'you made?
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2 A Uell+s what we actQaliy did was we made a study of what
3 CEIL's total revenue requirements ﬁould beﬁinto the futurea
4 and then we determined by a cost-of-service method how
5 much would Ee'charged to the wholesale cuétomerg-
6 a That;s as opposed to retail ;ustomers?
7 A Yes. - : - 3{
8 Q How much PAS&Y power is included in the base case-
2 the historic and future? . >
10 :A The amount fhat!s'actually'beiné'purchasedu'uhich-I
11 believe i; Eﬁ_megamafﬁs from PASNY.at its busses-
12 Q -And tﬁat's'locéted.inrNep York? .
e S . . L
14 a How did you go abautféstimaﬁing the cost of PASNY
~15 pouer for~the-base case?
16 A ,ﬁe'uﬁiiized the.rates th;;'ére presenﬁly in effect
El7 _ fof~the PASNY poﬁeé.and applied it to the amounts of
?18 power and energy uhiéh,nELP is.presentlyipurchasing
19 and expects to be purchasing throughout the term
120 ‘of ;he contract.
?l Q Hﬁw did you estimate the cost of:the Buckeye -Power
p2 which is in the base case?’ -

A Ue«topk the charges that are presently in effect

under the terms of Buckeye contract. and escalated

‘those for 1982 and beyond.
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2 Q | Did you make an estimate of the amount of Buckeye
3 Power for the purpose of constructing the enginééring
4 _ model of the base case?
5_ A Yes.
s Q _And how uas. that estimated?
7 A That was estimated based-upon thé contract terms and
8 ou? own -economic dispatch of the amount of energy --
2 " the amaunt pf‘Buckeye energy that we thought MELP
10 could take on an economic basis.
11 Q Is that av;ilableAtAbaughout the year?
12 A No. Buckeye Power is seasonal fypé power. - It's
13 available at.the time'whiqh HELP'méets its peak‘but
14 : _‘ of f-peak as far as Bu&keye is concerned-
13 . a - How did you go about-calculatiné-other items of
16 expense fdr the‘fuﬁure base case?
17 A Well- of course. we had 1980 actual experience.
18 e estimated what 1981 would be based on what the
19 costs are nouw belng -- as being incurred and as we
20 estimated that they will be by the end of the year.
%21 And we used 1981 basically as our base line for
Ezz projecting these various' expenses forward and we
23 projected thesetexpenses forward based upon
24 inflation facto;s Dr. weiﬁ asked us to use. with

the exception. of course. of our .forecast of CEI's
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wholesale power rates which reflected some other
factors besides what Dr- Wein gave us- and with’

respect to transmission we had an inflation factor

. which was a little bit different than Dr. Wein gave

us.
Can you refer us to where in the report the
inflation factors are set forth. if they are?

I believetthey are found on page 14 of my report to

Dr. UWein.

LN

Now- as.to revenues+ which was one of the items on the

operating statemént=-di¢.you actually project uwhat

Muny Light's rates are going to be or might be in the

futures

No ﬁe did not.

What a;proach did you take'to.éstimating the revenues?
Uith respect to #he future base case --

Right. '

-— we calculated what Muny Light's expenses. or uwe
estimated what‘ﬂuny Light's expenses would bé into

the future. including the cost of purchased powera,

" the cost of operating and maintaining the transmission

system+ the interest on debt and the depreciation

allowance on their plant in service. and we set the

net revenue equal to zero.
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2 Then - EaSed upon the sales that Dr. Uein told
3 us to assume for the various classes of customerss
4 we calculated what the revenues would havé'to be to
, > ‘meet all those éxpense items and derived zero net
6 revenues or zerp profit in the base case-
7 Q@ Now. ﬁr- Mayben. you stated th;t«yod made a number of
8 studies and you uwere exémining fhe effect of alleged
? : aﬁts of CEI. p ~ | s
10 Can you-list for ugfuhich acts were studied?
E'L? A | Well. Dr- Wein asked us to assume that an
12 : interconnectiﬁn would have been placed in service
13 earlier than was actually placed in sérvice%,br-
114 ..uein ésked.us ta"assuﬁe that PASNY power would: have
El§~ been wheeled to ﬂﬁnj Ligﬁt by ﬁELP - eicuse me -—-
216., to ﬁtLP by CEI earlier than was aétua;lg wheeleds
?7 and he also asked us to assume that MELP would not
i8 have lost certain of its customers as a result of
;9 CEI's sales practiées-
%0 e What approach did you take to measuring the effect on
?l Nﬁny Light . making the assumptions which you just
& .listed? | |
{3 A Mella.taking éach one of the asédmptfons separately.
?4 ueiprapared a separate engineering‘modgl of ow
> MELP Qould have met its obligations-. assuming each
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one of these acts would not have been performed. and
with that engineering model we were then able to
franslate that into revenues‘and expenses and
calculate or estimate what the net revenues ubuld

be. each one of the years under this new engineering:

model.
What time period did you study in making the new
- engineering and financial models? >

e studied. the'game time.periods as we did in the
base case- ué had historic engineering models.
1971 thraugh lﬁ&ﬂ: and we had future year modelsa
1981 through 19885

How ue;é the Eesdlts offyodr studies.Statedf

Again+ as they uwere in'tﬁe basé case. historic and
future in tﬁeﬁform-of'operatiné statements and
balance sheeﬁs. -

Now. in tﬁesé studiesa what assﬁmption did you make
about revenues in the h;storic period of these
alternate studies?

As I indicated on the board a moment ago. we-
assumed that the revenue rate per class of customer
.would be the same as they were in actuaiity in

each one of the yearsy and we applied that

_‘'revenue rate times the amount of sales which
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Dr. Bein told us to assume. which were in excess of

what was in the base case.

And that's a coﬁputation essentially like what you-
showed us on the board?

Yes. -

Now. what effect does that approach have. using the
same ?evenue rates?

uéliv the effect is that we assume that the rates

in place in the alternative engineering models uwere

the same rates as were actually in place in the

historic period.

4

What assumption'did you make about revenues in your

study dﬁ:futune time pericds for these alternative
cases? | *
e cal;ulated the average neveﬁue per totai kilowatt
hours sales in the future period base case. and we
applied that average revenue pgr'total kilowatt'hour
sales to the'tota1~kilowat£ hour sales that Dr. Wein
told us to assume in the. various engineering models.
Ndwq I believe I understood you to say you made a
variety of ;tudies of the effect of the as;umptions
that you have stdted.

Did you study these all together'or separately?

. Would you just explain how they were done?

i e 37 Sy
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2 A We studied them separately and we studied them in
3 ' ' various combinations. including all three together. _?

4 Q I see. } . 1

5 . And there is an engineering model and a
6 financial model far each one of those studies. is

7 that correcte
8 A Yes. |
9 a Would you su&marize essentially what are the
differences. betueen tﬁe_éiternative case and the base
ca#en th yoq:gét'frém:oné to‘anothgr?
2 - wellq'af'course; the‘baégucasev again. is what MELP
~actually was in the past and what it is today and on
. into the future. - = :.-:’:~ . . | : (%
| '.The:ai;ernativé cases == I'll just take the |
first one- being'thg first case where Dr. Wein
assumed the éxisﬁeﬁce of an interconnection -prior to f
the time it“uas'actﬁally placed in service iﬁ 197s. |
Q Ex&use me- I must not have been very clear.
Just generally. what are the differenEES between

the alternative cases and the base case with respect

-

B B L T o g

to where they differ?

A Well. they'll differ in the respect of power supply

primarily where an interconnection is in places in

the one assumption where Dr. Wein said assume that

-

e o o
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2 Muny Light didn't get the interconnection until it | |
3 : actually got it but had no more customers. power
¢ - supply essentially was the same as it waé in the ‘
3 base case- | '
6 - Fdndaméntally1 pouwer sﬁpply is the overriding ~i§
;7 . difference betueen.thg alterﬁative cases and the i
%8 - base c&se- ‘ : .. A
9. @ What things are encompassed in power supply? . : ‘ '?h
{0 A The gxisteﬁce &f génera;ions %or~tﬁe most parte- *%
% @ Are thére:alsa cases in which salesﬁa;e dif ferent }?
%; .than tyg:bééeé | éﬁ'
L. : f;:r'{whe;Ccurt ana Law Clerk Schmiéz conferred ;;
‘%‘ . off the.recﬁrdq} | | ‘%E
BY MS. COLEMAN:
i e How did Buckeye Power figure inta.the alternative f?
i cases? :E
& A Uellf Buckéye Poﬁer figures intc the alternative ;%
E@ casaes where we assume thaﬁ the interconnection was in mg;
B sérvice when it actually uwas placed in service and . 'é
E : .HELP did not .rehabilitate and util&ze its steam E
53’ prodqction capabilities. : - ﬁ
ﬂ& : Buckeye Power purchased and utilizéd as it is | f
95. “today and:is projected to be in the future is a ;
, : i
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little less expénsive than power purchases from CEI.’

So. basically. Buckeye Power is used as an
offset or as a substitution for power from CEX
because of its price differential.

Is it used iﬁ that wdy in_cases where MELP is
assumed- to beréenerating Mow into the future and —-—
No-

In the cases where we had MELP producing some
of its pouer and.é;ergy Qith rehabilitated equipment.
it does not prove to be a more economic source of
power and energy than usiﬁg-its own generation.

I see. | |
Nouf Mr. Haybénw I would like to turn to each
of the groups of'assumptioné.in.order separately.
'Speakidgs firstv'qbaut the enéineering model
and .financial model relating to interconnecfion:
~ﬁhat is the description of the engineering -
model relaﬁing ﬁo assuming an earlier interconnection?
Well+ we have identified that as the series II.
Roman Numeral II cases-
And what are the méjor features of the engineering
model for those cases?

The major features are that the interconnection would

have been placed in service the first of 1973% that
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the MELP generation would have been répaireds
rehabilitated and+ in one instance. retrofitted with
pollution-control equipment-. =
So that'nELP would be able to utilize its steam -

generating capability. to meet a portion of its load
in the historic period as well as the future period.
What was ihe basisAof your.gssumption that an
interconnection could be in service about two years
earlier &h;h‘it actually was?
Ig-uas Aﬁ-tﬁé.B&sis‘tha; an agreement would have
been reached betueeﬁ nspé éﬁd CET in July of 1971
that an interconﬁection'uould be installed. that the
engineers of the two parties were in agreement as to
the basic features of thaﬁ interconnection. and that
there uas cooperation going on between the parties
with respéct to the installation of'fhat
interconnection. and-tﬁat the epéineers at least had
a sense of urgency to get_that.interconnectiqn in
Service as quickly as possible.
Well+ is the time between. July of 197} and Januaﬁys '?3

sufficient in your opinion based on your background

as an engineer. is that time sufficient to complete the ..

construgtion of the line and install the necessary

‘terminal equipment?
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Mr. naybenq'in your engineering médeling1 Qhat are
the assumed effects on Muny Light operations‘of
having an interconnection in place in Januarys iﬂ?B?
In the assumed engineering ﬁodelss the effect is thét

MELP could have comfortably begun a repair. -

.:improyementa rehabilitation program on their

exzstxng steam electric facilities which were in a
state of disrepaim at that part;cular time.

Hav1ng-the 1nterconnect10nn they would have

. been assured of a supply of energy on a rel;able

basis+ and: they could have comfortably taken these
units out of serv1ce—§nd begun to do the work on

them.

\

“What consequence would compieting the rehabilitation

program have on MELP's operations afteﬁ thg point
whe; that program was complete@?

Wells they would have been meetiné a substantial
portion of their apparent energy requirements from
tﬁeir own generating equipment as opposed to -
purchasing it as they are now -

What ;nformation did you take into account in

projecting what this assumed'rehabilitation program

would be?
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In 1974, MELP attempted to sell some debt. the
proceeds of whicﬁ was going to be used.to pay the
cost of the interconnection and to bay a,portion of
the coSt of the repaic and Eehabilitation of their
generating faciliﬁies-‘

Be took the information that was in that

‘report and assumed that that. was the sahe kind of‘

wark thaé would be done as soon'as the interconnection

was éésuﬁed to be in place in 1973.
_Now. were you invalved with MELP's work on that 1973

- *24% financing?

Yg§¢ we were.
Bhat a&sumbﬁiohfdid you make.about the cost of pouwer
thathuould be purchased from CﬁI.in the finaneial
model that reléteSAto.the assumed earlier ’
interconnection?.
Well+ during the period of time that the intercoﬁﬁection
was under construction- Qe assumed that MELP
basigally operated the Qay that they actually dids
aﬁd therefore the cost of power from CEI was whatever
they paid. for that’ﬁoueﬁz-'

Starting in 1973, we had a'scﬁedule of repair

and rehabilitation of MELP's equipment which caused

fthem tOﬂgenerate.differently than they actually did

P
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2 'in '73 and thereafter. and caused them to purchase
-3 . power and energy from CEI differently than they did.
.4 '_\ - Houever; with respect to the amount of power

5 and energy that they purchasea froam CEI. we a#suméd

6 . that they paid the same basic price: for that energy

7 as they did-im the actual case.

8 Q :Mhat,assumption_did you make about the cost of fuel
~_9 ~ for Muny's generating units in this financial model
10 as#ociatedguith,the earlier interconnection?

11 A Well+ we assumed that the fuel would be purchased at
12 -about the same ﬁEice that it was being purchased in
fl3 actuality during that same time period. although it
14 'lwas necessary - ance certain equipment uas_piéced back
?15 in service. tao ﬁake-some modifications to the

gés assumed- efficiencies of the units'to determine the
?7 amount of coal that would be burned and to determine
{8 the amount of'déllars that would bg paid for that

?9 coal.

%0 Q Let me ask you. if you would. to specify the

aﬁsumptions of the engineering model concerning the
work on the generation equipment.
A Could I‘have that read back?

-{The question was read by the reporter.}

THE COURT: , Again?
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If I undeéstand'the question. the work that was going
to be done was the work that was set forth in the
financing documents in the 1974 efficient statement.
I should rephrase the questiqn;

WUhich generating units were involved in the

work?
Basicallys they were the boilers and generators at
that time.

uhat:ésguuption.did you'make-about-the capacity and

.effiéieﬁcy of the equipment'brior-to'rehabilitation -

I'm sorry. after the rehabilitation?

. I'm mixingjﬁime peEiods..

bell« uévassuméd_fhat thé 325 megauwatt steam electrié
units Qoul& be returhedfto theiﬁ.basic capacity and
efficiency that ﬁhey had prior to the time of the |
rehahilitaﬁion period. |

Uith respect to the larée.units No. b and Ll
we assumed that shortly after it was rehabi}itated
and placéd in service it experienced an explosiona.
as'in.fact it did. and the repair of that explosion
caused us .to believe that it wbuld probably have
had legs capacity .than it did prior to the time
prior.tq the explosion.

‘So we derated the equipment to reflect that.
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Havg you assumed the explosion occurred at the same __
time it actually occurred?
No- In our modeling. in our engineering modeling we
actually had the equipment under repair and it was
ﬁot being fired at that time. therefore-+ an
explosion uoufﬁn't have gccurred.

What -we assumed was that shortly after repair
was completed it was brought back on line and the
explosion=occurred-'

Why did you assume it happened in your modéling?
Mglla we dop*t know why it happened. I told Dr.
Wein I didn't he}ieve~we could attribute it tO‘fhe
lack of an”interﬁcnnection; There was nothiﬁg in
my mind that would indicate,ﬁhég- We didn't knouw
thgt we could é?tributé it to operator failure or
operator error;. e didn't knﬁw that we ;ould
attribute it to an Act of God. So we saida."Let's

assume it happened for whatever reason it happened.”

What assumption did.you make. if any. concerning -

the efficiency of the rehabilitated equipment?
Uells as I indicated. the 325-megawatt unit. we
assumed'that had its same basic efficiency that it

had prior to the time they rehabilitated.

Part of our engineering model where MELP returned

AU W AN B ot gemg & i il ASiiaeaas  sacssmsl e ——
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to production contemplated the retrofitting of some

3 ’environmental,control equipment on Boiler No. b and

4 ui%h the installation of this equipment we assumed

.5 further'deeetiqg of the equipment{ at least in

6 . terms of net caeabiiity and less—-efficient conversion

7 of coal to steam energy. | , tf

3 Q ‘Could you.explain what the term "retrofit™ meaﬁs? %
‘ 2 A~ Yes. Bhen the éoiler No. & uwas constructeda it was : lj
;10 constructed to comply with then current :
? 1 envirgnmental pollutlon laus and- regulatlons- As ue ;;
}2 -all knouq thcse~laus have changed over -time. and it : ?
53 was detenmined,ig.doiﬂg.an engineering study that | :3
L4 _my:fire'hndertoqk:back in 3975 that it would be 'j‘;;
ES" necessary for MELP to Lnstall some equipment to 'ga
43 scrub the flue gases te remove more particulate and ".éc
_57 | " remove sulfur dioxide that_uas.bexng emitted from .i,;
L8 ‘the kind of ceal that was burned. ié
9 So the installation of this equipment is knoun %b
B0 »

" as retrofitting onto an existing power plant.

| e Is that retrofitting something that was in fact
done by.nuny Light? |

A Now'ic was net-

Q Bhat ‘was your basis for assuming that it would be

done in this engineering model related to the A g
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earlier interconnection? -
A Well. we assumed that had Muny Light spent the
money on repairing and rehabilitating No. kb boiler
and No. 1l turbine generator and having repaired
the explosion that occurred. they would have been
well advised to go ahead and retrofit the - -
-environmental control eduipment onto that particular |
boiler so as to.be able to Qse that as dependable
capacity. o S . ' | b

@ . Did you- state your firm had been involved in a study

of precisely that wark?

A Yes. HELP'had.engaged our firm back in 19?5, as I
recall. to.make a study of .what would be necessary i?
to instal; on the equipment in order to bring them |
in#o compliaﬁce with the air pollution regulations.

and we studied various alternatives and

T S i

recommended a particular one.

e What assumption did you make about the handling of

pollution control devices like this for the three
smaller boiler turbines? .

A We assume& that with respect to the age of those | . gﬂ
unit; and their efficiency of conversion that MELP

would not retrofit environmental contral equipment

onto those units.
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Uhat”assumptidn.did you make'aboutbhou“long each of
the génerating units would continue to be operated
after the rehabilitation you described?

Well. the small units were actually shut doun in

. 1977 because of their inability to comply with the

regulations. So we assumed that~ similarly. they
would be shut doun at tﬁat point in time.

Bith respect to the rehapilitated and
netfofitted lﬁrge.unitq we assuﬁed~it would be
in- service throughout the study-period into the
futufﬁ- | .
What was the reason fdr.your assumption that it would
be continued to. be oﬁerated.into the future?
Well~ because repaired and retrofitted. it would be
able to produce electricity,aﬁ fairly attpactive
marginal cost in comparison to going out and buying a
comparable amount of power and‘energy-
Hou.did Muny's gas turbines figure in your engineering
modgling for this aiternative case. if they did?
We assumed that they would be utilized to meet
apparent energy requirement; during the repair and

rehabilitation stage. However., when we dispatched

' tﬁe various generating units along with the purchases-

we found they would not be utilized as much.
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2 Therefore. we assumed that they-would have been ﬁ?
3 kept in good repair and would have been useful for {
4 peaking purposes on into the future. : . g
3 Q Now+ you uséd the phrase they would not have been k;
6 used as much. | ?5
7 - As ﬁuch'compared to whét? ;3
8 . A As mucﬁ as éoﬁpared to the way they were actually used i;
? in the 1970 decade to. meet energy requirements. | E%
Eo a“ Uhat was your assumed source.of fue} for the gas ;
: turbines in the study cases? i?
A Tt was the actual source of fuel that they were : mg
purchasing at the time. . | : ' ?5

% a And your assumption as.to the cost of that fuel came %f
5 from what source? T | - ~ ’iﬂ
: I'm sqrﬁy- What was your assumption as to the ;;
l? : cost of the fuel? ’3
18 A Basicaily theApriée that they were paying for that 322

% fuel at the time. i
3? Q Noﬁq did you find .it necessary to make assumptions B %3
E@ ‘concerning plant personnel in.devgloping these ; 
- . engineering models? ﬁik
53 A Yes+ we did. | “ gf
24 Q Uhat assumption did you make? | i %i&

A During the repair and rehabilitation stage. we found
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that it was possible to utilize some of the plant
personnel working on the actual repairs and
rehabilitation.

_Since those costs were being capitalized rather

than expensed. that labor cost was being included as

a part of the cost of rehabilitation and repaif-
After the rehabilitation and repair was completed-
we assumed the trimming of fhe plant sources --
excuse me -- after the repair.and rehabi;itation was
completed and after the small units were shut downs
we assumed trimming of fhe plant forces down to a
level necessary to operate the large unit.

Now. that brings us to something like the 1973-79
time period? |

Yes.

And what is the fact as to Muny's actual generating
plant staffing in that time period?

I don't believe tHey had any-.

You had then to make an assumption about such.
staffing through this enéineering models is that
right?

That's co%rect-

What assumption did you make?

Well. we talked to our power plant people and asked
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them what would be necessary normally to run a power
plant of this nature. considering that they had
retrofitted scrubbers on it, and they told us what
they thought it could be operated with.
Ue then applied a factor increasing those

numbers to reflect the wa§ MELP normally hired people

to run their power plants. . -

So we had more operators in that powen plant
than we thought was necessary. but nevertheless
reflecting tﬁe practices of MELP with respect to
staffing of projects of this nature.

I see. And after having made all of these
engineering -- well. back up.

Have we omipted any significant feaﬁures of the
engineering model in the discussion?

I don't believe so.
And after having --
THE COURT: Would this be a goo&

time when you finish this question to take our

recess?
. MS. COLEMAN: . That's fines your
Honor.
THE COURT: Uhy don't you

finish this question.
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2 MS. COLEMAN: It begins the next
3 sequence. your Honor. so perhaps it would be a
4 good time to take a break.
3 THE COURT: Ladies and gentlemen-
6 we will take a short recess and stretch a little
7 - " bit.
8 Please keep in mind the Court's admonition.
2 ~{Recess taken.}
10 THE COURT: Please be seated.
11 {The jury entered the courtroom and the
12 following proceedings were had in their hearing
13 and presence.}
14 THE COURT: : You may proceed.
15 MS. COLEMAN: . Thank you~ your Honor.
16 BY MS. COLEMAN:
17 Q Mr. Mayben. if the large beoiler turbine combination
18 were rehabilitated and retrofitted as you assumed in
19 this case. and assuming that retrofitting is
20 sufficient to comply with existing laws. how long
| 2L woﬁld you project that that generator could be used
22 into the future?
23 A ' UWUells assuming there were no further changes in the
124 law which might affect its operation. I would
23 gXpect it to have a life expectancy comparable to
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other kinds of the electric utility equipment.
It was installed in the late 19b0's. so I
would expect it to have 35. 40 years of service
left from that date.
Turning go the point where we were at the recess.
After you compieted all of the engineering
models for the studies assuming an earlier
interconnectiona did you then translate these
figures into a financial model?
Yes, I did.’
And was that expressed in the same form base case
we loocked at?
Yes. it was.
MS. COLEMAN: .. Mrs. Richards. would
you place the operating statement for Case II-A
on the screen? |
{Mrs. Richards complies.}
Would you identify this exhibit. please?
Yes. That is Page 1-9 in the report prepared and
submitted to Dr. Wein. 1It's a summary operating
statement. for the years 1971 through 1984 Case II-A.
What does the information right at the top of the.
asterisk signify?

Those are the basic engineering assumptions

o W
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2 associated with this case as ;t relates to the base

3 case.

4 Q Can you tell us generally which categories of

3 engineering information. revenues and expenses

6 are different in this presentation than on the

7 base case we looked at earlier this afternoon?

8 A Yess I can.

2 Q Tell us fiPStw perhaps. which ones are you saying?
10 A Well. in accordance Qith the asterisk that says.
11 "Actual customers and no PASNY power." those would
12 be the same as the base case.

13 The asterisk indicating theré is an
14 interconnection and 1-1-73 would indicate that
. 13 certain of the items relating to power supply would
16 have been different than the base case. such items
17 as production steam fuel. gas turbine fuel and
| 18 labor. purchased power from CEI would have been
% 19 different.
E 20 (¢] WUhat aboﬁt the presentation as to transmission and '
2 distribution operations?
22 Let's take transmission separately. first.
23 transmission operation and maintenance.
24 A Transmission operation and maintenance would be a
- 25 little bit higher because we estimated their

L—Jn T
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