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ABSTRACT

For industriaes that make uaze of hazardous materials, the direct
ecanamic sonseguences of alternative courses of action are often the most
important factors In decisians about how to manage risks, but may be
difficult to predick. Thne analysis of alternatives can be very complex,
and uncerkainty about actual and perceived risks may impede company
efforts to manage risks. B makthematical model designed to assist
electric utility personnel in the financial analysis of management
optiona for PCB-contalning equipment has heen developed and implemented
as an Interactive software ktool. Based on the methods of declsion
analysis and utlility [lnance, this specific applicatlon allocws the user ,
to reprasent uncertainty about posalble PCB incidents (fires or spilla),
including frequency of cceurrence, lncident severity, and the egacs of
cleanup, plant shucdawn, and legal liabilities. Prediction= of total
life-oyele equlpment and ineident costs can be tcompared for utility
ratepayers and shareholders. in order to facllitate risk managemenc
dectsions. Whilé Lthe approach is general encugh to be useful for many
types of hezardous materials, this paper presenta a PCB transformer risk
management ¢ase study using this tool.
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The PCE Economie Risk Management Model {&SX} and the Contaminated Oil
Economic Hisk Management Mcodel {COIL) are decision support tools deaigned
to help utility personnel manage equipment containing or contaminated with
PCB3. Based cn the mathodology of decision analysis, the models provide
technigues for comparing altermaklve strategies in terms of equipment
costs and the coste of pokential incidents such as firez and spills.

INTRODUCTION

Eleetric utilities typically have a variety of equipment comtaining
or contaminated with PCHs. Accidents or failures inwalving sueh equlpment
may lead to wary large economic costs for the ukility., These costs can
include cleanup of the faocllity and the surrounding area, repalr or
replacement of utillty and third-party equipment, and possible legal
liabilities. The possibility of incurrimg such lesses may exist even when
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