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1

2 S T I P U L A T I O N S

3

4

5

6 IT IS HEREBY STIPULATED AND AGREED by and

7 between Counsel as follows:

8 1. That the requirements of notice of

9 the taking of the deposition have been complied

10 with;

11 2. That the proof of the qualifications of

12 the Notary Public be waived;

13 3. That all objections except as to the form

14 of the question shall be reserved to the time of

15 trial.
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1 ROBERT BLOHM

2 having first been duly sworn, was

3 examined and testified as follows:

4 EXAMINATION BY MS. HAYDEN:

5 Q. Good afternoon, Mr. Blohm. Would you please

6 run through quickly your educational background beginning

7 with your undergraduate degrees and any graduate, post-

8 graduate degrees?

9 A. Okay. McGill University, Montreal.

10 Q. Yup.

11 A. Philosophy and mathematics. McGill University

12 again, MBA finance. And Columbia University, MA

13 economics.

14 Q. One minute.

15 (A discussion was held off the record)

16 BY MS. HAYDEN:

17 Q. Do you have any -- did you take any formal

18 course work at McGill or Columbia in electrical

19 engineering?

20 A. No. But as a hobby I learned electronics from

21 the age of -- electricity, electronics, from the age of

22 12. I became an amateur radio operator and had to obtain

23 a license from the Federal Communications Commission and

24 learn all of the fundamentals of electricity and

25 electronics which put me in a very advanced state in
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1 grammar school and high school when it came to science and

2 physics.

3 Q. Did you take any formal course work in

4 physics?

5 A. Not outside of high school. But in philosophy

6 -- actually that's not true. In philosophy, in fact, one

7 of my specialties was the foundations of physics, and at

8 McGill University I studied with probably the foremost

9 world authority physicist, Mario Bunge, B-U-N-G-E, who

10 was, I would say, a strong colleague of Sir Karl Popper,

11 also one of the great leaders in the philosophy of science

12 physics and methodology, so I learned -- developed a great

13 critical ability in physics to examine the foundations and

14 the logic behind theories and systems.

15 Q. Why was foundation of physics a philosophy

16 course?

17 A. Probably because physics itself originally

18 developed as a branch of philosophy.

19 (Mr. Rendall arrived)

20 BY MS. HAYDEN:

21 Q. Was that the only physics course that you --

22 A. It was several courses, and it was a big part

23 of my program. The philosophy courses that I took were

24 basically logic and philosophy of physics. Philosophy of

25 science.
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1 Q. And this is all again the undergraduate?

2 A. Yes. And by the way, the philosophy is

3 methodology or methods.

4 Q. Do you want to notice for the record that Mr.

5 Rendall has entered the room. And it was either in your

6 testimony or in Mr. Dumont's letter to the Board noticing

7 that he would be calling you as a witness in this case, we

8 were referred to the fact that you were listed in Who's

9 Who in America. Went to the Web site and looked up the

10 listing. Is this -- does this look familiar to you?

11 A. My web site, that's the proof. That's earlier

12 -- there has actually been a later proof that's being

13 published as we speak.

14 Q. Can I ask you to look at this and just verify

15 for me the dates that are incorporated in that are

16 accurate as far as your educational background and--

17 A. Yeah. Yes. Yeah.

18 Q. And did you take any formal course work in

19 transmission system planning?

20 A. No.

21 Q. Not in -- at McGill or Columbia?

22 A. No.

23 Q. Have you ever been employed by an electric

24 utility and worked in the area of transmission system

25 planning?
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1 A. No.

2 Q. From the biography that appears in Who's Who

3 that I've just shown you, which I guess we will just for

4 the record to make it complete, we will mark this as

5 Exhibit 1 to the deposition. Is that okay with you?

6 MR. SINCLAIR: Great.

7 (A document was marked Exhibit 1 for

8 identification)

9 BY MS. HAYDEN:

10 Q. It appears that your background from the time

11 that you graduated from McGill until 1997 was principally

12 your work experience principally in the area of banking

13 and finance; is that correct?

14 A. Not until 1997. I would say until about 19 --

15 about 1992.

16 Q. Okay.

17 A. It was in the banking and finance. And from

18 and actually, yes. But that also overlapped with

19 electricity. Because two of my -- actually one my most

20 important clients in finance was Hydro-Quebec, and I

21 raised significant funds for them in international capital

22 markets.

23 Q. When was that?

24 A. In the 1980s actually from, I think, in this case

25 from 19 -- from 1984 until -- for a couple of years. 1984
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1 to 1986.

2 Q. And that was work that --

3 A. Actually 1987. Sorry. Actually let me get

4 that right. 1985 to '87.

5 Q. Okay. And that was the work that you

6 performed was in --

7 A. Actually at those two Japanese securities houses

8 that are listed in Who's Who.

9 Q. Okay. As an investment banker?

10 A. Yes. And that was my, you know, initial

11 involvement with electric utilities. Of course, I

12 actually did issuance for them, but as a client I also

13 had Ontario Hydro, and we also did some work although not

14 I personally for BC Hydro.

15 Q. Off the record for a quick minute.

16 (A discussion was held off the record)

17 (Mr. Mallory arrived)

18 THE WITNESS: Can I mention something?

19 If you went you can download, as I said, that

20 Who's Who was the first proof. The last proof

21 is posted there now so if you want to replace

22 it it's basically the same, but a lot of that

23 handwritten stuff is incorporated.

24 BY MS. HAYDEN:

25 Q. When was the last proof posted?
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1 A. Last week.

2 Q. Last week. Are there any material differences

3 between -- in terms of the description of your background?

4 A. It's neater. There are a couple words added.

5 There is not a huge change.

6 Q. Okay.

7 A. But it's a little more accurate.

8 Q. Okay. And so you were just mentioning that

9 you had a client Ontario Hydro. What work did you perform

10 for Ontario Hydro and when?

11 A. Similar. It was capital raising or bond

12 issuance in the London or in Tokyo.

13 Q. Okay.

14 A. But I didn't do any actual issues for them,

15 but for Hydro-Quebec, yes.

16 Q. And what -- there appears to be kind of a

17 blank in your bio between 1993 and 1997.

18 A. I was at Columbia University.

19 Q. Okay. That's when you got your Masters?

20 A. I did electricity work at that time. In fact,

21 it may come up in other questions, but while I was a student

22 I was also doing some electricity-related work.

23 Q. When you say electricity-related, can you be

24 specific?

25 A. Hydro-Quebec.
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1 Q. And what were you doing?

2 A. Actually I was advising opponents to the Great Whale

3 project, export contracts.

4 Q. Can you identify the contracts?

5 A. Yeah. There was a -- it was the contract with

6 New York. That was not signed. I believe Vermont signed

7 one, but I wasn't involved at that moment in the -- well I

8 think Vermont signed -- actually, during those study

9 years. The Vermont contract had already been signed, but

10 the New York one was still outstanding.

11 Q. And again we are talking 1993 to '97?

12 A. Yes. And after that, I was contributing

13 regularly to the Wall Street Journal opinion page, in

14 fact, the Wall Street Journal originally asked me to write

15 on Hydro-Quebec as my first contribution. And which I

16 did.

17 And that was in 19 -- I believe that was in

18 '91 or '92. I have a copy of it. And I wrote others. I

19 wrote an opinion piece while at Columbia calling on the

20 Ontario government to restructure and privatize Ontario

21 Hydro, and I was subsequently hired by Ontario to assist

22 in that process.

23 Q. Okay.

24 A. And so that was another electricity issue, and

25 so -- and that happened during those years.
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1 Q. Do you happen to have that opinion piece?

2 A. I have the Hydro-Quebec one. But -- and I

3 don't have the Ontario one, but I can post it or -- I mean

4 actually all the Wall Street Journal pieces are mentioned.

5 There is a Dow Jones link on my Web site where all the

6 contributions are listed so --

7 MR. SINCLAIR: We can provide that in

8 discovery.

9 MS. HAYDEN: Yeah. Okay.

10 THE WITNESS: This is the first piece

11 that I -- opinion, and can you make a copy of

12 this and give me this.

13 BY MS. HAYDEN:

14 Q. Sure.

15 A. This is just a piece I make copies from.

16 Q. When did you become a member of the registered

17 ballot body for NERC?

18 A. That was about a year and-a-half ago. I have

19 to explain, I also -- although it's not directly relevant,

20 but I live right near NERC, about 10 minutes, 10, 15

21 minute drive. That's not why I'm a ballot body member but

22 --

23 Q. Describe what the function is of the ballot

24 body.

25 A. There are two kinds of membership in NERC.
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1 Traditionally there was only one kind, but now there are

2 two. The original kind of membership persists, that is to

3 be a member of a NERC committee or a decision-making body

4 that I believe also was one and the same body who would

5 decide NERC policies which were codified into documents at

6 NERC. One was called the -- and still there.

7 One is called the Operating Manual. The other

8 one is called the Planning Manual. And then in 9 cooperation and collaboration with FERC and the process,

10 NERC embarked on what is called a standards development

11 process. In cooperation with ANSI which is an organization for

12 industry standards, and this sort of technique or trend

13 has happened, and so NERC embarked on a long change which

14 would shift from a code or these two manuals, to

15 developing independent standards like elsewhere in the

16 industry, vetted by ANSI. And to develop those standards

17 it embarked on a whole new process.

18 Now the decision makers in that process would

19 not be the members of NERC committees any longer. There

20 would be a separate new body established to vote on those

21 standards. So in effect, this registered ballot body

22 actually replaces the continuing and older membership of

23 NERC in their role as the ultimate developers of NERC, you

24 know, policy and standards.

25 Q. There is NERC Board's of Trustees, is that
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1 no longer in existence?

2 A. No. Of course, the Board of Trustees is

3 there. And the Board of Trustees -- well to tell you

4 about this standards process, eventually the standards are

5 voted by the ballot body members. Now whether that is

6 sufficient to, you know, codify them or make -- implement

7 them, or whether it requires approval of the Board of

8 Directors, actually I'm not, you know, entirely sure. But

9 I'm sure that, you know, if it's not inconceivable that the

10 Board of Directors of NERC would overrule a decision by

11 the industry ballot body.

12 And let me mention also the ballot -- the

13 industry ballot body, I believe, in terms of membership is

14 far more extensive than the membership on the NERC

15 committees, the operating committee, the planning

16 committee, and the various sub committees.

17 Q. There are -- it's true that there are 3 NERC

18 standing committees; the operating committee, the planning

19 committee --

20 A. And there is also the market committee.

21 Q. The market committee. Where does the ballot

22 body -- it's not one of the three standing committees?

23 A. No. As I mentioned, the traditional

24 membership of NERC was a committee-type membership which

25 continues under those committees. One of the roles of
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1 those committees was to develop policy which eventually

2 became those policies.

3 Now there will no longer be policies, there

4 will be standards. And to develop those standards NERC

5 created a whole new decision making entity or group to

6 vote on those standards. And that group is the ballot

7 body which is separate and independent from the membership

8 of the committees. So the committees still, you know, have

9 a role in NERC, in particular, in dealing with -- I guess

10 you know, maybe more continuing types of issues, you

11 know, internal procedures and so on, but anything that

12 eventually becomes a standard --

13 Q. Okay.

14 A. -- would have to be voted on by the ballot

15 body.

16 Q. And how did it come about that other than the

17 fact that you lived a mile and-a-half away that you became

18 a member of this ballot body?

19 A. Because I got involved with NERC about the

20 time my Columbia involvement was ending, so in 1996 I

21 believe I started attending the market -- what was the --

22 became the market committee. But then was called the

23 commercial practices working group. The CPWG. And that

24 became the MIC, the Market Interface Committee, I believe

25 in 1997. And now it's called the Market Committee.
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1 So I attended a few of those meetings, and I

2 had some contact because of my proximity -- some

3 person-to-person contact with senior, you know,

4 executives at NERC. And I was encouraged to attend those

5 meetings. Particularly the market committee. Partly

6 because I had written editorials in the Wall Street

7 Journal making -- commenting on deregulation and maybe

8 aspects that affect reliability, but basically the market

9 approach used in deregulation.

10 To be more specific, I wrote an article that

11 was directly confrontational to Professor William Hogan at

12 Harvard who answered my article with a letter, which was

13 then -- which I then answered again, and it was also

14 answered by Professor Shmuel Oren of Berkeley who has

15 advised Texas ERCOT, and there was a personal advisor

16 to Pat Wood, FERC Chairman, on deregulation.

17 Q. What was your title or role on the Market

18 Committee, the Market Interface Committee?

19 A. I wasn't a member of the Market Committee.

20 All of those meetings are open. There is no way I could

21 be of a member of a NERC committee. The committee

22 memberships are somewhat more restrictive than the ballot

23 body memberships. The members exclusively represent

24 transmission owners. They are basically divided between

25 transmission -- direct transmission owners and
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1 transmission users.

2 Q. The ballot body, how many members?

3 A. The ballot body has 6 classes of members. I

4 believe 6. And one of which includes small consumers.

5 Q. And which class --

6 A. And for example, in those classes

7 organizations that represent those entities which can only

8 be observers on the committees are actually voting

9 members. I'm a member and representing the small consumer

10 class, in fact, representing myself as a small consumer.

11 Q. Okay.

12 A. But the reason why, you could ask well then

13 why not every consumer, because I guess there are two

14 criteria. One is whether you have some role in the

15 industry. The other is if you have a technical

16 contribution, so my becoming a member of the ballot body

17 was -- was not based on say a compelling need to have

18 members of the consumer group, but based on the technical

19 contribution that I could make.

20 So in other words, I was vetted by NERC

21 based on whether, you know, based on my participation in NERC to

22 date and whether I had, you know, a contribution to make

23 in the standards process.

24 Q. How many --

25 A. In other words, whether I would be deemed
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1 competent to be given the role of being actually able to

2 vote on NERC standards.

3 Q. Are -- how many members are there? You said

4 there were six classes. I'm looking for a number.

5 A. Well actually you can find it. It's -- first

6 of all I have the list on my Web site.

7 Q. Do you have an idea? Is it a large number?

8 A. Yeah. As I said, it's larger than the

9 committee membership. So it's in the hundreds. I don't

10 believe it's a thousand. But it's in the hundreds. It's

11 a long list.

12 Q. And --

13 A. Probably every imaginable company. So I don't

14 know in terms of large utilities if there are a hundred.

15 I know -- it's you figure a hundred is there, plus other

16 related organizations. Probably you're into 500 or 600.

17 But without having an exact number. And I think you can

18 access it on NERC's Web site too. [It's approximately 400.]
19 Q. Okay. And were there any prerequisites to

20 your becoming a member? Did you apply?

21 A. The prerequisite was that I applied. And I

22 had to be vetted. In other words, NERC made the decision

23 whether I was, you know, technically competent to be --

24 become a member.

25 Q. Okay.
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1 A. I also I guess I could mention I'm the only

2 actual individual who appears on -- under an individual

3 name and who is a ballot body member simply because I

4 don't operate as an incorporated entity.

5 Q. The NERC Joint Inadvertent Interchange Task Force,

6 is that a task force that is a task force of a

7 subcommittee of the market committee?

8 A. No. It was much more -- I would say far more

9 technical than the Market Committee. It is a

10 subcommittee. It was a subcommittee of the resources --

11 it was a task force of the Resources Subcommittee of NERC.

12 Q. Which is a member --

13 A. This is probably the most technical

14 subcommittee of the Operating Oommittee.

15 Q. Okay.

16 A. And the Resources Subcommittee actually the --

17 the genesis of the JIITF was it started off as the Control

18 Area Working Group. The CAWG. And I got involved with

19 that group to give a more exact date, I guess in 1999.

20 The job of the Controll Area Working Group was to solve the

21 balancing -- to solve the real time balancing issue in

22 NERC. And in particular, how to price unscheduled power.

23 However, the group didn't come up with a

24 solution. What they came up with is what became the

25 functional model of NERC. The functional model is another
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1 big development at NERC. But what the Commercial -- what

2 the Control Area Working Group came up with was the concept

3 of a balancing authority. They came up with the idea of

4 separating the functions of a Control Area, because it

5 was a Control Area working group, but actually separating

6 the Control Area's functions into balancing and, you know,

7 transmission, so there is a Transmission Operator and a

8 Balancing Authority. And then the IIPTF took over the role

9 of actually pricing.

10 Q. I'm going to --

11 MR. SINCLAIR: You know an awful lot.

12 You need to just answer the questions.

13 MS. HAYDEN: Yeah. We will go on for a

14 long time.

15 THE WITNESS: That's okay.

16 MS. HAYDEN: When you continue, that's

17 great. And -- but at a certain point I'll --

18 BY MS. HAYDEN:

19 Q. You said that the resources subcommittee was

20 probably the most technical --

21 A. Right.

22 Q. -- subcommittee. There is also a Transmission

23 Subcommittee of the Operating Committee, isn't that true?

24 A. Well I know from the standards point of view,

25 we have a group, a standards -- I'm also involved in the 
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1 standards development process.

2 Q. Are you aware that there is a Transmission

3 Subcommittee of the Operating Committee?

4 A. What we have is there is also a group called

5 the -- that develops ancillary services and so on, I just

6 -- I'll think of it in a minute. And the group

7 specifically called Transmission Subcommittee possibly,

8 I'm not, you know, aware of it by that name. But there

9 would certainly be a subcommittee that would deal with,

10 you know, some of those issues. I suppose, you know,

11 capacity related.

12 I think whoever they were probably worked on

13 the development of allocating available transmission

14 capacity and transmission reliability those things. Those

15 were the outcome of a long process, so whatever working

16 group or subcommittee dealt with that.

17 Q. Are you familiar with the Operating

18 Reliability Subcommittee of the Operating Committee?

19 A. I don't participate in it.

20 Q. Were you aware that there --

21 A. Yeah.

22 Q. Do you know what the Operating Reliability

23 Committee does as distinguished from the subcommittee

24 that you were a member -- that you worked under the

25 Resources committee?
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1 A. Resources Subcommittee.

2 (Mr. Dumont arrived)

3 BY MS. HAYDEN:

4 Q. Do you know the difference in terms of the

5 functions, responsibilities, that the Operating

6 Reliability Subcommittee has as compared to the Resources

7 Subcommittee?

8 A. It would be issues like, you know,

9 transmission safety margins, you know, transmission safety

10 issues like that.

11 MR. SINCLAIR: Kim, could we -- I'm

12 sorry to interrupt. Could we take just a

13 quick break so I could just talk with Jim and

14 Robert. Two or three minutes.

15 (A recess was taken)

16 BY MS. HAYDEN:

17 Q. Back on the record. Mr. Blohm, how did it

18 come about that you filed testimony in this proceeding,

19 was it something you offered to do or were you contacted?

20 A. No, I was contacted.

21 Q. Who were you contacted by?

22 A. Mr. Dumont.

23 Q. And when was that?

24 MR. SINCLAIR: I'm going to object to

25 the relevance of these questions, but --

Robert Blohm - September 15, 2004

CAPITOL COURT REPORTERS, INC.

Page 23

1 MS. HAYDEN: I believe we already waived

2 that objection.

3 MR. SINCLAIR: All right.

4 MS. HAYDEN: It goes to form.

5 MR. SINCLAIR: Only to form. All right.

6 MR. DUMONT: Off the record.

7 (A discussion was held off the record)

8 BY MS. HAYDEN:

9 Q. I'm looking for a month and a year not down to

10 the specific date.

11 A. Oh, you want the year. Certainly June. It

12 could have been as early as May. Maybe May. Anyway it

13 was following -- an article in the New York Times

14 where I was quoted related to reliability and the

15 blackout. One of the New York Times articles.

16 Q. That was 2004?

17 A. Yeah. So it could have been in May, I

18 believe. It was in early May or something it was --

19 Q. And I take it you're being paid for the

20 testimony --

21 A. Yes.

22 Q. -- that you're providing. And your testimony

23 is sponsored -- at least as it's been filed with the

24 Public Service Board on behalf of Conservation Law

25 Foundation, Town of New Haven, Addison County Regional
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1 Planning Commission, and Vermont Citizens for Safe Energy?

2 A. I believe. Yes.

3 Q. Have you had contact with each of those

4 organizations?

5 A. I spoke to Ms. Sparling, I believe. In a call

6 with Mr. Dumont. Subsequent, you know, calls with Mr.

7 Dumont. And I think pursuant to that call, and others,

8 decision was made mutually for me to do some work on this.

9 Q. Were you aware of the -- of this proceeding

10 before you were contacted by Mr. Dumont? And I'm talking

11 about the Public Service Board proceeding in Vermont.

12 A. Right. This particular one, not very.

13 Probably not. The reason I say probably is, you know, I

14 may have been aware there is the transmission issue in the

15 case, but not aware of Vermont or whether -- of this

16 specific one or something like that.

17 Because there is a southwest Connecticut one,

18 so I wouldn't have been so specific.

19 Q. The testimony of VELCO in this proceeding,

20 have you had an opportunity to review testimony other than

21 the rebuttal testimony that you reference in your prefiled

22 testimony?

23 A. I reviewed the cross -- the recent crosses. I

24 reviewed the rebuttal testimony. And I reviewed other,

25 you know, other documents, and I also visited the web
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1 sites.

2 Q. All right. Well I'm going to try to be more

3 specific. Did you review the direct prefiled testimony of

4 Gary Parker on behalf of VELCO?

5 A. I can't remember that specific one by name.

6 But I did review some earlier, you know, earlier

7 testimonies.

8 Q. Are you familiar -- do you know who Mr. Parker

9 is?

10 A. I don't.

11 Q. Do you know the subject matter on which he

12 filed testimony?

13 A. Not by name. And if I saw the, you know, the

14 testimony, I would recognize it.

15 Q. Did you review the prefiled testimony, the

16 direct testimony of the VELCO planning panel?

17 A. Possibly. Probably.

18 Q. This was testimony that was filed -- all of

19 the direct testimony at VELCO was filed in June of 2003.

20 A. Right.

21 Q. And is contained in green paper binders.

22 A. Right. Let me explain what happened.

23 Q. I don't need really to hear an explanation.

24 I'm trying to understand if you reviewed the testimony.

25 A. Quickly.
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1 Q. Okay. Quickly?

2 A. At best quickly. In other words, I would have

3 tried in a reasonably short period of time, uncompensated,

4 to apprise myself of enough of the case to understand

5 what's involved, what's at stake. And so on. So let's

6 put it this way. I would not have devoted a great deal of

7 time to, you know, read it completely in detail.

8 But I would have endeavored to cover as much

9 material as much, you know, as much preliminary material as

10 possible to have a good feel for this case.

11 Q. You say you tried in a reasonably short period

12 of time, uncompensated. Didn't I just ask you if you were

13 being paid for the testimony?

14 A. Right. Prior -- even prior before making a

15 decision, I wanted to have an idea whether -- you know,

16 there was anything I could offer in this case. So in

17 other words, it wasn't a decision made to -- Before I made

18 a decision to, you know, before the decision was made to

19 compensate me for time, I already voluntarily undertook to

20 familiarize myself as much as possible with the case.

21 Q. Can you describe for me the substance of the

22 testimony of the VELCO planning panel?

23 A. Not at the moment. No. I mean let's put it

24 this way. If I sit here and think about it, and you can

25 sort of reconstruct if you want me to give a
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1 reconstruction of the VELCO case as I see it. I couldn't

2 tell you how much of that was coming from my reading of

3 that particular transcript versus whatever else I have learned.

4 I cannot remember or identify things about my

5 knowledge of VELCO's position that I could, you know, pin

6 point and say oh, that comes from that particular

7 testimony.

8 Q. Are you familiar with or do you recall the

9 background of the individuals on the transmission planning

10 panel that filed the planning panel direct case?

11 A. I recall descriptions of all the people that

12 have given testimony, their industry backgrounds so on. I

13 didn't see anything in the descriptions of people that

14 raised any questions in my mind.

15 Q. What was your recollection, or what is your

16 recollection of the backgrounds of the planning panel

17 witnesses?

18 A. I didn't see anything that was, you know,

19 other than --

20 Q. I'm not asking you whether it was out of the

21 ordinary. I'm asking you do you recall?

22 A. For the industry --

23 Q. Were they economists, were they -- what was

24 the background of the individuals who filed testimony?

25 A. The backgrounds, what I saw in them was
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1 something that was very normal for the electric industry.

2 So there was nothing I would particularly, you know,

3 notice about it. I mean, you know, likely engineering

4 backgrounds.

5 Q. Did you review the direct prefiled testimony

6 that was submitted by Optimal Energy, John Plunkett,

7 Philip Mosenthal and Chris Nemi?

8 A. I looked at some of that. Again as I said, I

9 tried to attempt -- I endeavored to look at it as much as

10 I could within a reasonable time to get, you know, as

11 broad and deep understanding of the case as I could.

12 Q. When you say a reasonable period of time, did

13 you get on the web and spend an hour?

14 A. No, a lot more than that.

15 Q. Give me an idea.

16 A. It's hours probably. Hours.

17 Q. Was this several days of time after --

18 A. No. I wouldn't say that. It could be a good

19 part of a weekend or something if I had enough time to

20 kind of figure out.

21 Q. Just for the court reporter, can't type

22 down both of our statements.

23 A. Sorry.

24 Q. So we can't go over each other. So you spend

25 the better part of a weekend reviewing not only the direct
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1 testimony that was filed by VELCO, but what you've already

2 described as the rebuttal testimony and some transcripts

3 from the recent hearings?

4 A. And reports. I looked at the LaCapra study, that

5 one I went through. That was later actually, that wasn't

6 a pre, I looked at the LaCapra report in quite a bit of

7 detail later.

8 Q. Did you look at the VELCO planning panel

9 testimony in quite a bit of detail later as well?

10 A. Maybe in less detail than the LaCapra report.

11 Q. Give me an idea when you're saying in less

12 detail, are you talking about you glanced at it for an

13 hour?

14 A. No. I probably didn't -- I didn't -- let's

15 put it this way. There were things in the LaCapra report

16 that I found were very fundamental to understanding the

17 context of this case. And in the planning panel's

18 testimony on the other hand, you know, there is very, you

19 know, specific, you know, essential information to the

20 case.

21 So I guess the reason I found LaCapra report

22 interesting was, you know, all of the, you know, related

23 matters that it kind of brought together. I was getting a

24 good, you know, general picture out of that. Probably why

25 I focused more on it.
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1 Q. Did you read the critical load report?

2 A. Yes. Again not in a very fine detail. But

3 enough to derive, you know, an understanding from it.

4 Q. And what understanding did you derive from

5 that report?

6 A. That they are setting a timing where, you

7 know, a certain load forecast or certain -- amount of load

8 should be met. And the means that should be used to meet

9 that load requirement.

10 Q. Can you just read that answer back.

11 (The record was read as requested)

12 BY MS. HAYDEN:

13 Q. What was the load level that you recall?

14 A. Probably 1,200, it was 1,200 megawatts or

15 1,100. I can't -- remember specifically.

16 Q. And can you describe the methodology by which

17 the critical load report evaluated the timing of need?

18 A. I can't specifically recall -- I don't

19 specifically recall the details of a methodology that they

20 used. Although I have a general understanding of the way

21 transmission planning is done.

22 Q. What's that understanding?

23 A. Well the way, for example, deterministic

24 standards would be met like an N minus one where you would

25 review, if you did an exhaustive study, you would review
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1 all of the possible contingencies at every particular, you

2 know, spot, and make sure that under forecasted conditions

3 and with all variations, that there -- you know, there

4 would not be -- that you would be able to meet certainly a

5 first contingency. And in reading the report, I -- I

6 assumed if -- I can't recall how explicit discussion there

7 was of that methodology, but I assume that that is the

8 type of methodology that they applied to come to their

9 conclusion.

10 But I can't speak to the detail that they went

11 to or any of that. And I trust and assume that that's

12 what they have done. And that's a perfectly legitimate

13 method. But, you know, that's sort of state-of-the-art for

14 the industry.

15 Q. Your testimony as I've read it doesn't appear

16 to take issue with the transmission planning studies that

17 have been performed by VELCO. You haven't stated that the

18 contingency load flow analysis and the critical load

19 report was inaccurate; is that correct? And maybe that's

20 correct because you didn't review it in detail?

21 A. No. I'm not-- I'm not questioning or I

22 wouldn't -- let's put it this way. That doesn't raise

23 issues -- well, methodology can raise issues. But I just

24 commented about the state-of-the-art in the industry. And

25 the industry is ever -- and I know so well from NERC is
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1 ever improving its methods.

2 So given the application of a certain

3 methodology, there isn't -- you know, I haven't seen --

4 nothing has been so immediately apparent to me that I

5 would question, you know, those forecasts, those

6 forecasts. On the other hand, there are conclusions that

7 one might draw from that kind of analysis that would be

8 quite another matter.

9 In other words, if you identify an issue or

10 problem, and then the question becomes well, how do you

11 resolve this, in other words, there are different ways to

12 meet load.

13 Q. Okay.

14 A. Or not meet load or to adjust load.

15 Q. Have you ever yourself performed a contingency

16 load flow analysis for a transmission system?

17 A. No. But I've talked a lot about those kinds

18 of studies with, you know, with people in the industry,

19 who have spent a lot of time on them.

20 Q. You've talked a lot about it since 1979?

21 A. I don't know why 1979 comes to mind.

22 Q. I'm sorry. I'm thinking of '97. I transposed

23 my numbers.

24 A. Not that old.

25 Q. I don't want to take you back to your high
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1 school years.

2 A. Since 1997, yeah. I mean since prior to my

3 involvement in NERC I have had less contact with those

4 kind of people.

5 Q. Does NERC perform contingency --

6 A. No.

7 Q. Does the NERC, for example, the Operating

8 Committee or the Planning Committee --

9 A. No. Very general. But they set -- you know,

10 NERC's job is to set standards that ultimately govern

11 performance of people in the industry.

12 Q. Just so the record is complete, what I was

13 going to ask is does NERC or one of the committees did

14 they actually perform these type of contingency load flow

15 studies, and your answer is no?

16 A. No.

17 MR. SINCLAIR: Let Kim ask her question

18 in full and then respond.

19 MS. HAYDEN: It's good for the court

20 reporter. It's going to be hard to follow.

21 BY MS. HAYDEN:

22 Q. I'm going to try to be more vigilant about

23 following that. Did you review the probabilistic study

24 that was included with the transmission planning panel's

25 testimony?
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1 A. Well I'm a little -- when you get into

2 probabilistics --

3 Q. I'm just asking whether you reviewed the

4 study. It was attached as an exhibit.

5 A. Oh, I'm sorry. Not in detail. Probably if it

6 was attached as an exhibit, I probably looked at it.

7 Q. Okay.

8 A. But I believe I understand what's, you know,

9 what it involves.

10 Q. Did you review the testimony and design plans

11 that were filed by David Boers of Burns & McDonnell?

12 A. So that was straight direct testimony?

13 Q. Yes.

14 A. I would have probably reviewed it, but very

15 quickly. That would have been at the stage where I was

16 trying to familiarize myself with the case. It wouldn't

17 be something that I would have looked at in detail, in as

18 much detail later on.

19 Q. Did you discuss the case -- I mean in terms of

20 preparing your prefiled testimony, did you discuss the

21 case with Paul Chernick or Scudder Parker?

22 A. No.

23 Q. Do you know who they are?

24 A. I've heard of Chernick. But I'm not that well

25 aware of all of them.
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1 Q. Did you review their testimonies?

2 A. There was testimony from -- at least from

3 Chernick as I recall. And I would have, you know, also

4 looked at those. But that would have again been at the

5 early stage where I reviewed a lot of testimony at the

6 same time.

7 Q. Did you review the testimony that was filed in

8 the direct case by ISO New England Steven Whitley and

9 Richard Kowalski?

10 A. Their original --

11 Q. Yes.

12 A. So this isn't cross.

13 Q. That's right. It was December, prefiled

14 testimony of December in 2003?

15 A. No. I can say for sure. I didn't see

16 Whitley's because I would have remembered that.

17 Q. Do you know Steve Whitley?

18 A. Actually I do.

19 Q. You do. How do you know him?

20 A. From NERC. Actually from the Market

21 Committee.

22 Q. Before you filed your testimony had you ever

23 reviewed NEPOOL planning procedure 3?

24 A. Not directly.

25 Q. Well it's a document. Have you ever reviewed
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1 NEPOOL planning procedure 3. It's not that long.

2 A. Right. No, I didn't review it specifically.

3 Q. What about NPCC document A-2?

4 A. Not by label.

5 Q. Not by label. Have you reviewed any of the

6 provisions of NPCC document A-2?

7 A. Again, it's been in the course of reviewing

8 materials, and it's been cited in a lot of the other

9 testimonies and particularly in maybe in crosses, so --

10 Q. In cross-examination. So you're referring to

11 the transcripts?

12 A. Right.

13 Q. That it's referenced I'm asking you --

14 A. Did I look at the original document?

15 Q. Or have you read any provisions of the

16 document, the guidelines that are set forth in NPCC

17 document A-2?

18 A. Not specifically.

19 Q. Do you know what the substance of that

20 document embodies?

21 A. I have a general idea.

22 Q. What's your understanding of it?

23 A. This is a planning document; is that correct?

24 Q. I don't know if I would call it a planning

25 document.
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1 A. Then how do you characterize it?

2 Q. It's -- the document name is NPCC document

3 A-2.

4 A. Yeah. I just don't recognize it by that.

5 Q. What's your understanding of NEPOOL planning

6 procedure 3, the substance -- the content of that

7 document?

8 A. If you describe it, I'll know it as procedure

9 3.

10 MS. CONNER: Do you have a copy of it

11 here?

12 MS. HAYDEN: I'm trying to explore this

13 witness's familiarity with these documents.

14 MR. MALLORY: I do.

15 MS. HAYDEN: If I said NPCC document 3 I

16 meant to say NEPOOL planning procedure 3.

17 MR. SINCLAIR: So you don't want to

18 provide him with documents that you're

19 referring to?

20 MS. HAYDEN: I'm asking whether he is

21 familiar with the substance of these

22 documents.

23 MR. SINCLAIR: But he may not understand

24 what you're calling the document, it may not

25 be what he recognizes it as.
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1 THE WITNESS: If you show me the

2 document, in a few seconds I can look at that

3 document and look at a few pages of it and

4 understand.

5 BY MS. HAYDEN:

6 Q. Can you identify for me the documents or any

7 governing documents of NEPOOL that incorporate standards

8 for transmission -- bulk transmission system planning?

9 A. I have a general idea of NEPOOL's transmission

10 planning. I have not spent a lot of time reading in

11 detail NEPOOL's documents. Not at this point.

12 Q. Do you know whether NEPOOL planning documents

13 utilize an N minus 1 or an N minus 2 standard for

14 transmission system planning?

15 A. There is an issue about this in -- there is an

16 issue about N minus 1 and N minus 2. And the issue too is

17 whether there is a standard for an N minus 2, whether the

18 N minus 2 is being met. But I understand that the N minus

19 2 standard is something that's invoked actually, you know,

20 at regional levels in the country. So -- and I understand

21 that that would --

22 Q. Do you know whether that's a standard that's

23 utilized by NEPOOL, the N minus 2 standard?

24 A. I believe there is a provision for something

25 like an N minus 2 standard.
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1 Q. Would you agree that the NERC -- maybe they

2 are still called planning procedures, it's not standards,

3 provide that where local areas or regional councils' local

4 areas have more restrictive standards that those should be

5 followed?

6 A. I understand that NERC defers when -- in areas

7 of regional authority to whatever the regional authority

8 decides.

9 Q. Would that include NPCC?

10 A. Yes. From the very basis that NERC has no

11 statutory authority to override those bodies. Even if

12 NERC wanted to, there is no -- you know, NERC couldn't

13 because NERC has no statutory standing. And it has no

14 statutory standing to the extent that some of their

15 policies and decisions are enforced by state regulation or

16 any other contractual means between the utilities.

17 So what I'm trying to say is I think it's a

18 moot point.

19 Q. You think it's a moot point?

20 A. Yes. Because I think whether NERC agreed or

21 disagreed it's the same result. If NERC disagreed, there

22 is no way that NERC could do anything about it because

23 NERC has no authority to override the regulators.

24 Q. I think I asked you this in discovery, and I

25 don't know whether it was one of the questions -- I
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1 withdrew as a written interrogatory. But statements made

2 in your testimony and the opinions rendered, are you

3 speaking on behalf of NERC?

4 A. No. I'm speaking on behalf of somebody who

5 has had, through the openness of the NERC processes, the

6 benefit of, you know, exposure and forming an

7 understanding of -- an individual understanding of what

8 goes on in NERC and the results of NERC's work.

9 And in fact, you know, I have been allowed to

10 participate in the development of some of those.

11 Q. Your testimony -- I think it's page two around

12 line 21, you make a distinction between economic

13 reliability and what you call emergency reliability. And

14 I think it's around line 21 of your testimony, page two,

15 where you refer to the emergency reliability as meaning

16 engineering reliability?

17 A. Could you repeat the line for me?

18 Q. Yeah. And I could have the number wrong.

19 But --

20 A. I had some trouble finding some of these

21 citations.

22 Q. This was the hard copy of the testimony that

23 we were provided with. You make a distinction between

24 emergency reliability and economic reliability on page

25 two.
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1 A. I do. Is it on this page?

2 Q. Well beginning on line 6 I see you refer to

3 emergency reliability.

4 A. Right.

5 Q. And then economic reliability --

6 A. Yes.

7 Q. -- you discuss further down.

8 A. I see. On page -- yeah. Line 14.

9 MR. SINCLAIR: We have got it.

10 THE WITNESS: Economic reliability.

11 BY MS. HAYDEN:

12 Q. And actually you do on line 21, you make the

13 statement both concepts are often used indiscriminately in

14 industry discussions, but the former is the strict

15 engineering kind of reliability which the generally

16 accepted national standards are recommended for

17 addressing.

18 A. So I'm going to use the engineering

19 reliability rather than emergency reliability as I talk to

20 you about this.

21 Q. And I'll explore in a few minutes the kind of

22 distinction that you make between emergency or engineering

23 reliability and economic reliability. But is it your

24 understanding that the VELCO transmission planners in the

25 critical load report were evaluating the engineering
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1 reliability of the Vermont system?

2 MR. SINCLAIR: Objection as to form. He

3 doesn't use the term engineering reliability.

4 THE WITNESS: I would like to comment

5 on --

6 MS. HAYDEN: Okay. Let me ask you this.

7 Let's go back and we will do this in steps.

8 BY MS. HAYDEN:

9 Q. On lines 21 and 22, where you say that the

10 former is the strict engineering kind of reliability.

11 What do you mean by that?

12 A. Well keep in mind I use the word strict.

13 Q. Okay.

14 A. And the idea of suddenness comes, and

15 unplanned for change or, you know, stability, ability to

16 withstand perturbations. Sudden perturbations. I think

17 that's a very, you know, very much a core to that idea as

18 opposed to a planned situation, for example, planned load,

19 meeting planned load.

20 Now there are elements of engineering that

21 address part of that. For example, engineering addresses

22 overall -- we are talking about transmission capacity,

23 safety, you know.

24 Q. Can I interrupt you?

25 A. Right.
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1 Q. Safety? What term -- how are you using that?

2 A. Well I mean like safe limits. To where you're

3 going to melt a transmission line, for example, or issues

4 like that.

5 Q. So when you're talking about safety in the

6 transmission context, are you referring to thermal limits,

7 voltage?

8 A. For example, thermal limits. But those are

9 not -- you know, those are ongoing sort of timeless

10 determinations. Within which, of course, these specifics

11 -- or the reliability is an attempt to address -- the

12 suddenness is addressed. So of course, engineering is

13 required to, you know, address and develop those general

14 physical parameters of this system which is -- within

15 which the system operates, you know, such as those thermal

16 limits and so on. But the specific or what I addressed

17 as --

18 Q. Strict engineering kind of reliability?

19 A. Strict engineering -- what I meant by strict

20 engineering was determining well how can you operate the

21 system so that you remain within those limits when

22 unplanned-for events occur -- you know, unplanned for or

23 emergency type events. So you prevent the system from

24 collapsing.

25 So in other words, failure isn't something you
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1 plan for. Failure occurs when something you didn't plan for

2 happened, was something sudden. And I believe that's sort

3 of the strict engineering concept reliability is

4 addressing. Namely what can the system tolerate on a

5 sudden basis. How do we operate the system so that it can

6 withstand sudden changes.

7 Q. Is that -- earlier you referred to

8 deterministic studies. Are you describing engineering

9 deterministic studies to test the system in what you've

10 just stated?

11 A. Those deterministic studies are part of --

12 yes. Well it depends on how you defined the contingency.

13 I mean we can get into that.

14 Q. I don't want to get into that. I'm trying to

15 understand how you're using this concept in your

16 testimony.

17 A. Sure. A particular -- if you interpret a

18 contingency as a sudden event, yes.

19 Q. And okay.

20 A. And those aren't probabilistic studies, by the

21 way, those are deterministic studies.

22 Q. Yes. So it's your testimony that the only

23 contingencies that can be tested or that should be tested

24 with this kind -- strict engineering kind of reliability

25 deterministic studies are sudden emergencies?
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1 A. By definition a contingency would be some

2 sudden event with a, you know, a defined short lifetime

3 within or after which what happens becomes plannable or

4 planned. In other words, there is some planned measure

5 that you can take that -- to deal with it, but there is a

6 certain amount of time or period of time, that you need to

7 allow room for this to occur when you don't have the means

8 to deploy other than, you know, the strict reliability --

9 strict reliability means.

10 Q. Does NERC use that terminology or restrict

11 contingencies to the definition of just immediate,

12 instantaneous, sudden, surprise events?

13 A. Let me point out that there has not been a lot

14 of discussion -- discussion -- overt discussion in the

15 industry to attempt -- to explicitly segregate these

16 concepts which is one of the reasons why I have to, you

17 know, use words like strict engineering or whatever to get

18 the idea across.

19 That said, the distinctions are very

20 fundamental and very active in the industry.

21 Q. I'm trying to get the -- I'm trying to

22 understand when you say that for the deterministic studies

23 that test the transmission system that are only sudden

24 events something that's not long-term should be tested.

25 And that those are the only type of events that qualify as
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1 a contingency.

2 A. Well I should say tested because everything

3 else would not be classified as a contingency, it would be

4 classified -- it would go into the plan, what you're doing

5 is you're taking a planned situation, so how you define

6 what is in the realm of, you know, planned or operational,

7 planned operations, and then overlay on that, well what's

8 going to happen in terms of an emergency.

9 We need to leave some margin so that we can

10 withstand these emergencies. Because if you don't do

11 that, and you allow a contingency to be any length at all,

12 then everything becomes a contingency. Any change becomes

13 a contingency, and then you know, that's the other

14 extreme.

15 Q. Let me -- what about, are you aware that -- are

16 you aware that -- let me back up a minute.

17 Can you identify for me what VELCO in its

18 planning studies has identified as the most critical

19 element of the transmission system in Vermont?

20 A. We are talking about northwest Vermont,

21 the northwest. The congestion coming into the northwest

22 Vermont zone. Yes.

23 Q. I'm asking about the critical -- meeting the

24 transmission facility element, you know, at a facility.

25 Can you identify any line or substation or other facility
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1 that VELCO has identified in its studies as being the most

2 critical element on the system that they test in their

3 deterministic studies?

4 A. I can't recall the name of it at this moment.

5 Q. Would it help if I referred you to the

6 Highgate DC converter terminal?

7 A. That's right. That's the Hydro-Quebec

8 interface, I believe. Yeah.

9 Q. Okay. What is your familiarity -- do you know

10 that the capacity of that terminal --

11 A. It's significant. And of course, the inflow

12 from, you know, Hydro-Quebec -- the, you know, the flow

13 from Hydro-Quebec can be significant.

14 Q. But you can't give me a megawatt size?

15 A. From the top of my head I won't give that at

16 the moment.

17 Q. Do you know how much of the northwest Vermont

18 load or approximately how much of the northwest Vermont

19 load that facility supports?

20 A. Well I understand that approximately 50

21 percent -- if I'm not mistaken, 50 percent of Vermont's

22 load is served by imports. And so if you look at the

23 source of imports, well that's you know, Hydro-Quebec is

24 -- can be a significant contributor, a significant part of

25 that. So it would work down from there.
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1 Q. What's your understanding of the Highgate DC

2 converter, what is the function of that facility?

3 A. That is to take power because Hydro-Quebec is

4 not synchronously connected, with the DC

5 interconnection so that's an AC -- wait a minute is that

6 a -- anyway Hydro-Quebec is not synchronously

7 connected so that's where you bring the power between two

8 asynchronous systems.

9 Q. Okay. Are you familiar with the ties to and

10 from the Highgate converter on the Vermont and New York --

11 I'm sorry, the Quebec side of the border?

12 A. With the?

13 Q. With the transmission ties? The lines?

14 A. Yes.

15 Q. Do you know the size of those and the capacity

16 of those facilities?

17 A. At the moment I'm not going to state in

18 detail. You know I won't be able to tell you off the top

19 of my head.

20 Q. The Plattsburgh/Vermont -- what's called the

21 Plattsburgh/Vermont or PV-20 tie, do you know whether that

22 has been identified as a critical facility in terms of the

23 transmission planning study that VELCO has performed?

24 A. If it's -- let's put it this way. If it's

25 critical, VELCO has identified, and if they say it's
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1 critical, it's -- that's an issue.

2 Q. I'm going to ask you a yes or no question.

3 From your reading of the critical load report, was that

4 identified as a critical facility?

5 A. I recall mention of the PV-20 line. I presume

6 -- presumably that's identified there. But I'm not going

7 to vouch from memory.

8 Q. Do you recall any of the other facilities that

9 VELCO identified that if it were to suffer an outage of

10 those facilities that they would consider them to be

11 serious contingencies?

12 A. By the way, when I agreed to the use of the

13 term critical, that also depends on how you're defining a

14 contingency. So in other words, if it's due to some --

15 you know, extended situation, then you know, I would then,

16 you know, not agree to the term critical. So it depends

17 again on whether you're, you know, for purposes, for

18 example, of N minus 2, whether a long-term outage

19 situation is something that you would really consider a

20 reliability issue or if it's a load management issue.

21 Q. My question was whether VELCO identified it in

22 the critical load report. If you recalled whether --

23 A. Yeah. So if they -- and they may have. But

24 I'm not saying that I agree with their use of the word

25 critical. But critical as they defined it, and if they --
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1 then fits -- fitting their definition of critical, yes.

2 Q. Can you describe any of the other

3 contingencies that VELCO tested in the critical load

4 report?

5 A. No. Not at the moment. I don't remember them

6 specifically.

7 Q. Let's talk about the timing issue in terms of

8 the duration of an event or contingency. You've used the

9 words immediate, instantaneous, sudden, surprise events.

10 Would you include in that definition or your definition of

11 contingency valve hall fire at the Highgate converter that

12 could result in an outage of that facility for 7 weeks or

13 9 weeks?

14 A. Yeah. But whether it's considered a

15 contingency over the entire period is another issue. It's

16 certainly a contingency when it occurs. For a certain

17 period of time.

18 Q. But the facility would be -- so the facility

19 is unavailable for 7 to 9 weeks?

20 A. There is a certain amount of time where you

21 can't adjust the load, you can't take the means necessary

22 to, you know, protect the system. But when there is an

23 outage for a long time, there is, you know, there is

24 always an option of some kind of load adjustment.

25 Q. And what do you mean by load adjustment, load
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1 shedding?

2 A. If there is nothing else -- not necessarily

3 load shedding. But if you have pricing mechanisms or

4 other ways of making load sensitive to conditions of the

5 system. Those are -- if they were there, and present,

6 they would be able to -- they would be able to kick in as

7 that period lengthens.

8 In other words, the emergency time when, you

9 know, there is not enough time to respond to price signals

10 and so on. That's where, you know, the emergency

11 capability is essential. But if you can conceive of

12 measures other than these, to make up for those lacks,

13 then I believe there is an issue about what -- the extent

14 to which that -- what persists can be called a

15 contingency.

16 Now I mentioned load adjustment. There are

17 other issues about how quickly you can get, you know,

18 other generation alternatives or, you know, portable

19 generation, and other issues. How you deploy other system

20 components and what amount of time, adjust maintenance

21 schedules, do all these kinds of things. Those are all

22 within the realm of planning which you can do to mitigate.

23 But there is one, you know, what seems to me is an ever

24 present option which is some kind of pricing -- and if

25 it's conceivable, then the issue is the extent to which
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1 you -- an issue becomes the extent to which you, you know,

2 shall, pursue those means to resolve the situation.

3 And I think that a definition of reliability

4 as uh suddenness is to, you know, address a period of time

5 during which it's inconceivable any kind of plant measure

6 can be taken.

7 Q. Have you performed any analysis to evaluate

8 whether, for example, if the Highgate converter were to

9 suffer a valve hall failure or some other component of the

10 Vermont transmission system were to fail that resulted in

11 voltage collapse, have you performed any analysis to

12 determine what these other types of measures -- whether

13 they could respond?

14 A. Of course not. Well I don't know that. These

15 are all issues that depend on the operator and its ability

16 to plan for that. And also to plan to have reserve

17 measures to meet those, you know, to meet those needs.

18 Q. So I understand your answer completely, you

19 have not yourself performed any independent analysis about

20 the operation of the Vermont transmission system under any

21 kind of sudden contingency situation and what resources

22 could be employed to deal with that?

23 A. No. I wish I could in a short, you know, in

24 an extremely short -- relatively extremely short period of

25 time I have been involved in this case.
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1 Q. Are you familiar with the -- well what was

2 then current, the summer peak load that VELCO tested in

3 its critical load report?

4 A. Am I aware?

5 Q. No. Familiar with it.

6 A. I'm familiar with the issue.

7 Q. You do you know what that peak load level is?

8 A. I believe is it -- it's in the high hundreds,

9 isn't it? Megawatts. It's certainly short of the 11 or

10 1,200 that's forecast. But I forget the exact number. [1000 MW.]

11 Q. Do you know when Vermont is forecasted to hit

12 a summer peak at 1,100 megawatts?

13 A. That's part of the critical.

14 Q. Yes. Do you know when?

15 A. Yeah. [2006.] 16 

17 

18 

19 Q. Can you explain for me what a steady state

20 analysis of the transmission system, what function that

21 type of analysis serves in terms of transmission planning?

22 A. 23 

24 

25 ["Steady-state" analysis considers energy transfer capability over a distance within a synchronous phase angle between source and sink. voltage and current.]
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1 Q. What about a stability analysis?

2 A. In terms of keeping the system -- keeping the

3 system operating, through contingencies.

4 Q. So it's your understanding that a stability

5 analysis is a deterministic analysis of the system?

6 A. No. I never said --

7 MR. SINCLAIR: Objection.

8 THE WITNESS: I didn't mention

9 deterministic. One way or the other.

10 BY MS. HAYDEN:

11 Q. What does a stability analysis, what does it

12 test specifically, and how does it do that?

13 A. It would test the system against conceivable

14 events. And the methodology, I believe, that's still used

15 in the industry for that kind of analysis is

16 deterministic, but it doesn't have to be deterministic. ["Stability" analysis considers withstanding short circuits and generator trips.]
17 Q. Similar question about short circuit analysis.

18 What's the function of a short circuit analysis in

19 evaluating the performance of the transmission system and

20 how is that --

21 A. That would be, you know, the ability to withstand

22 faults. Either phase to phase or phase to ground. And

23 some, you know, maybe there is some estimate of you try to

24 have some estimate of likelihood or something of that

25 nature. But -- and I can't, you know, I don't know in
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1 detail how that specific analysis is done, whether only

2 certain areas were -- see, anyway there could be some

3 judgment.

4 There can be an implied likelihood if you

5 consider these things are much more likely to occur here

6 and here and here, so we are going to test all these

7 things, yes or no, they do happen here, here and here. We

8 will ignore other areas, this isn't a likely event.

9 Q. Can you tell me whether either a steady state

10 analysis, a stability analysis, or a short circuit

11 analysis provides information about the thermal

12 performance of the system or whether or not thermal limits

13 are close to being exceeded?

14 A. 15 16  [These analyses involve voltage (vs thermal) limits.]
17 Q. What about voltage performance? Do each of

18 these 3 types of analysis also test voltage performance of

19 the system?

20 A. [Yes.]21 

22 Q. You keep saying I would think. Do you know?

23 Have you ever reviewed the results of a short circuit

24 analysis?

25 A. I haven't looked at every item that's checked
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1 in the analysis. I haven't actually looked at one which was

2 completed and looked at every component.

3 Q. Have you ever reviewed the results of a

4 stability analysis, a short circuit analysis, or a steady

5 state analysis for any transmission system?

6 A. I haven't looked at a specific analysis. But

7 I've talked -- I've discussed them with people who have

8 done them.

9 Q. Are you familiar with the type of analysis

10 that ISO New England and NEPOOL require transmission

11 operators like VELCO to provide when they test their

12 transmission systems or evaluate the performance of their

13 transmission systems?

14 A. It would be along the lines of -- you know, as

15 we spoke, I expect that ISO New England requires -- I

16 don't know the specifics of the methodology, how specific

17 a methodology ISO New England requires, how exhaustive

18 the, you know, the survey of contingencies is or, you

19 know, what ISO New England specifically requires in terms

20 of, you know, whether there are general guidelines and

21 then VELCO takes those and uses its own local judgment to

22 do that. Or, you know, how much intervention there is by

23 ISO New England, or how much specification there is by ISO

24 New England to make sure some possibilities are addressed

25 or not.
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1 Q. Are you familiar with the types of studies

2 that NERC recommends that transmission planners undertake

3 or perform to evaluate performance of transmission

4 systems?

5 A. Yes. And those, I think, are generally

6 covered in the planning manual. I have gone through the

7 planning manual.

8 Q. Can you give me a name to those types of

9 analysis, the studies?

10 A. Not at the moment.

11 Q. Okay.

12 A. I mean sort of how they are labeled.

13 Q. What's your familiarity with the McNeil

14 generating unit in Vermont? Its size?

15 A. It's identified as another -- I don't want to

16 use -- it's identified as an important --

17 Q. So is it your testimony that that is a peaking

18 unit?

19 A. I won't comment. I can't recall exactly.

20 Q. If you did testify that it's a peaking unit,

21 would -- in your opinion is that an accurate description?

22 A. I don't know. I can't recall exactly.

23 MR. SINCLAIR: Objection.

24 BY MS. HAYDEN:

25 Q. In your opinion is the McNeil generating unit
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1 used in Vermont as a peaking unit?

2 A. I don't want to make a statement about it.

3 Q. Because you don't know?

4 A. No, it's not because I don't know. I don't

5 remember. I know it's a critical unit. And when I use

6 critical I'm using the word -- VELCO's terminology. I

7 haven't looked at it in terms of -- you know, I won't

8 state whether it's a peaking unit or not at the moment.

9 I presume -- you know, the probable

10 likelihood that it is since that's where a lot of these

11 problems arise during, you know, times of peak load, but

12 I'm not going to comment further.

13 MR. SINCLAIR: Objection. Kim, if

14 you've got a reference to testimony --

15 MR. RENDALL: Are you objecting to his

16 answer?

17 MR. SINCLAIR: I'm objecting -- what I'm

18 asking is if you believe he said that -- if

19 you can refresh his memory, he's trying to do

20 the best he can to recall.

21 MS. HAYDEN: I don't have the specific

22 reference. And if you didn't --

23 THE WITNESS: I don't think I referred

24 to it.

25 MR. DUMONT: It is in the prefiled. If
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1 you want to wait a second, I can give you the

2 page.

3 THE WITNESS: It may have been a

4 question.

5 MR. DUMONT: It's a discussion of Mr.

6 Smith's testimony. It is page 27 line 22.

7 MR. SINCLAIR: Okay.

8 MS. HAYDEN: Okay.

9 MR. SINCLAIR: He's characterizing his

10 understanding of what?

11 THE WITNESS: Described it is a peaking

12 unit. Okay, fine. I just didn't remember.

13 MS. HAYDEN: Okay.

14 BY MS. HAYDEN:

15 Q. Do you recall from your review of the

16 testimony and reports that VELCO filed operational history

17 of -- and issues that the Vermont system has had with

18 PV-20 line, phase angle regulator at Plattsburgh --

19 A. In detail?

20 Q. No. I'm just asking do you recall that that's

21 been a concern and that was identified?

22 A. That's been a concern. Yeah, I believe so.

23 Q. Does a three-month outage of phase angle

24 regulator in your opinion not constitute a contingency?

25 A. Again?
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1 Q. Or conversely would it?

2 A. As I said, I think the concept of a

3 contingency would normally be a short-lived period of time

4 during which other alternatives -- during which it's

5 inconceivable to apply other alternatives. Whether this

6 -- you know, there is an issue of what can be done to

7 remedy this.

8 You get involved in issues of economics. I

9 mean, you know, sure there could be possible ways, but

10 then they become uneconomic. And then you get into the

11 difficulty of separating economics from reliability. But

12 when economics poses no obstacle, when economics is not an

13 obstacle, I would say there often are solutions to those

14 contingencies that make them not -- you know, after a

15 certain period of time that make them no longer

16 contingencies.

17 Now if you put on an economic sort of -- some

18 sort of economic constraint, benchmark, criterion, if you

19 overrule or limit things that can be done, so then it

20 becomes another issue.

21 Q. That last part -- just repeat that again when

22 you put on --

23 A. You put an economic constraint, in other

24 words, you say well we know we could do these things, for

25 example, let's go back to the simple case of letting
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1 prices rise. If you're going to take some very expensive

2 physical means, you could do that. It goes back to

3 ratepayers, but you could say we could physically do this

4 in time but, you know, it's so expensive. We can't, so we

5 have to consider this a contingency.

6 Well then that goes back to what I was talking

7 about as economic reliability. In other words, you can

8 conceivably do this if money were no object, and if you

9 can conceivably do this and money is no object, we would not

10 consider it a contingency. Contingency is a concept that

11 is entirely detached from economics as an emergency

12 concept, that is done where there is no possible action

13 constrained or not by economics that you can take, to

14 remedy -- in other words, there is no planned action that

15 you can take if you didn't apply some kind of economic

16 constraint to deal with it.

17 It's something -- you have to have some sort

18 of emergency reserve or some capability to address. And

19 so, you know, the issues that you're asking are very

20 interesting questions. And these questions arise and

21 these are questions that are in the process -- that are

22 emerging, in the process of being discussed in the whole

23 standards development context with NERC about how you

24 would define a contingency. And the degree to which

25 economics enters into it, and -- but there are areas in
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1 the realm of suddenness where you must take action at all

2 costs.

3 (A recess was taken)

4 BY MS. HAYDEN:

5 Q. Mr. Blohm, you indicated you had reviewed the

6 Optimal Energy report prepared by Mr. Plunkett. Do you

7 recall how much conservation Mr. Plunkett and his team

8 identified as being achievable within Vermont between the

9 period of 2005 and 2008 and 9?

10 A. Not enough.

11 Q. Okay. Wasn't there, in fact, a dramatic

12 shortfall?

13 A. Probably. Based on the -- their analysis or

14 their method.

15 Q. Did you review the transcript of Mr.

16 Plunkett's cross-examination from the direct phase of the

17 proceedings?

18 A. Probably. Yeah.

19 Q. Have you evaluated yourself the potential for

20 generation to be utilized as a resource in northwest

21 Vermont to deal with the reliability problem?

22 A. Again, I think FERC has too.

23 Q. So you've evaluated --

24 A. Let's put it this way. Have I looked at it in

25 detail -- have I considered? I can't remember your term.
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1 Did I consider the potential or have I analyzed --

2 MR. SINCLAIR: Why don't you repeat the

3 question?

4 BY MS. HAYDEN:

5 Q. Have you evaluated?

6 A. Evaluated. I haven't -- I've evaluated in the

7 sense I considered it. But I haven't done an exhaustive

8 survey or test to figure out, you know, what price would

9 be required to attract sufficient amount of generation to

10 provide that, and I believe FERC is attempting to -- you

11 know, a step that would do that.

12 Q. For northwest Vermont?

13 A. The idea of a Designated Congestion Area, as I

14 understand it. That's an attempt to attract -- at least

15 to raise, you know, the compensation to the local -- the

16 local price compensation to generators to help alleviate

17 that.

18 Q. Is it your understanding that FERC is

19 considering that as an alternative to a transmission

20 upgrade in northwest Vermont?

21 A. No, I'm not saying it's necessarily an

22 alternative to a transmission upgrade. I'm saying I believe

23 -- at least my understanding or interpretation of it is

24 that that is a -- that that is -- they see that as a

25 credible step to take to relieve a congestion or to
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1 prevent a congestion problem from getting out of hand.

2 Q. Okay.

3 A. For example, should there be no -- in other

4 words, it's also like a default. That if certainly -- and

5 I think your critical load report addresses that very

6 fact. That unless you do that, there is something looming

7 behind the scenes. And that is something like a DCA,

8 which seems to me is an attempt to, you know, to address that

9 problem in the worst case. And transmission

10 construction, on the other hand, could preempt the

11 triggering of a DCA. So as far as load responsiveness is

12 concerned, that's totally dependent on price to

13 consumption, and we don't have a locational price for

14 consumption. We have a locational -- pardon me for using

15 the word we.

16 I'm not as familiar as I may be totally with

17 all the details on call here, but anyway, the consumers

18 are not so subject -- behavior is not so subject to price.

19 But if it were, if you had a proper zonal price here, it

20 would probably change the scenario and likelihood of

21 consumer responsiveness or load responsiveness

22 dramatically.

23 Q. Under the current Vermont ratemaking

24 structure, how would Vermont resolve an economic

25 reliability contingency through pricing?
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1 A. Well I would say it's part and parcel of a

2 ratemaking structure. And I understand, of course, from

3 the consumer pricing perspective, that it depends on how

4 you define default supply. And you can do as New

5 Jersey does or some other areas, and tender out or for

6 bidding to default supply that's supplied by the market.

7 For example, Ontario has a default supply that

8 varies with market prices, and the prices have been rising

9 to the great dismay of people. And, you know California,

10 if California had done that, we wouldn't have had the

11 dramatic market failure that we had there.

12 But I'm saying that even the regulated prices

13 or the price to retail consumers' in state ratemaking can be

14 adjusted to reflect the behavior in wholesale market

15 prices on the basis of some kind of time averaging, for

16 example, if the rate to consumers is based on a spot

17 price, for example, that certainly you don't need to have

18 that rate changing hourly or changing every day but maybe

19 the regulated rate is adjusted every 3 months or every six

20 months based on the previous terms and an average.

21 So I don't see there to be necessarily a

22 dichotomy or split between state ratemaking for consumers

23 that somehow has to be, you know, a sort of old cost-plus

24 regulated type of regime versus a wholesale market

25 situation where maybe the utilities are paying the wholesale
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1 price, and these things are then averaged over consumers in

2 the state -- sort of a statewide rate averaging process.

3 Q. Have you conducted any analysis yourself of

4 how that type of --

5 A. No time. I have had no time to do that kind

6 of analysis. You know the amount -- you know, time I have7 been involved in this, and such analysis is very

8 important. It needs to be done. I would love to do that.

9 MR. SINCLAIR: And I think you would

10 have moved to strike it if he did.

11 MR. RENDALL: Is that an objection to

12 the question or the answer?

13 MR. SINCLAIR: That was a comment.

14 THE WITNESS: I think a lot has gone on

15 in parts of this country already to help

16 Vermont into figuring it out. But I don't

17 think averaging is the solution. I think

18 that's the old world. And it's going to limit

19 your options which is precisely the situation

20 you're in today.

21 Because it almost leaves no option to,

22 for example, the transmission solution --

23 BY MS. HAYDEN:

24 Q. I'm sorry. There was what?

25 A. I'm sorry. I say it can almost leave no
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1 option to the transmission solution if you don't recognize

2 the fact that the pricing or ratemaking regime could be

3 contributing to the situation that you're trying to

4 resolve. So you could say well, let's leave that alone,

5 let's leave what's causing the problem alone, and let's

6 just, you know, add more transmission without getting to

7 the source of the issue. And let's just keep adding more

8 and keep adding more. I would say trace the problem at

9 the source, and then you get a balanced approach.

10 That doesn't mean, you know, transmission isn't

11 required when it's required. But there could be

12 situations where other alternatives are being short

13 changed because of certain, you know, legacy ratemaking

14 arrangements that really should be addressed. And to, you

15 know, address the problem with transmission kind of takes

16 the pressure off addressing the legacy ratemaking

17 structure that seems to me more of a you know, basic way to

18 approach the problem.

19 Q. Are you familiar with the age of the Vermont

20 transmission infrastructure?

21 A. The exact age, no. But you know, it wasn't

22 built you know, yesterday.

23 MR. SINCLAIR: Objection. Can I ask you

24 which infrastructure you're talking?

25 MS. HAYDEN: The witness seemed like he
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1 was able to answer this. The 115 Kv lines

2 that were -- that are the backbone of Vermont

3 transmission system.

4 BY MS. HAYDEN:

5 Q. Are you familiar with the age of those

6 facilities, you know, the decades when they were built.

7 (Mr. Dumont left)

8 THE WITNESS: That's fine. I mean old

9 facilities can be replaced. There are issues

10 you know, those are decisions about, you know,

11 when they stop being functionally safe and so

12 on. So I'm not sure -- that's part of the

13 issue. I think, you know, you're talking

14 about expansion. If you're talking about well

15 how long have you had these facilities with no

16 expansion or growth, then that's another

17 issue.

18 That also depends on what your load

19 growth pattern is, where the load growth is.

20 And if it's focused or essential, some of the

21 remaining infrastructure gets left alone.

22 BY MS. HAYDEN:

23 Q. So do you think a change in load shape and

24 load duration would have a relevant -- relevant to

25 determining --
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1 A. Well characteristics in general. But it

2 doesn't preordain, you know, one type of solution over

3 another.

4 Q. That wasn't going to be my question whether it

5 preordained it, but whether they are relevant to evaluate

6 being the need for resources?

7 A. Absolutely. Absolutely.

8 Q. Your testimony --

9 A. It's also sort of chicken and egg. Certain

10 things also incent the load to behave or certain things

11 are responses to the load behaving that way, so you have

12 to look at both sides of the problem. In other words,

13 it's not, you know, load acts -- load decides and

14 everything else follows. You know, load also is just as

15 autonomous as, demand is autonomous as supply, so that's

16 another legacy, disposition in the industry that, you

17 know, that generation is -- and supply or transmission is

18 sacrosanct and load -- we shed load. We don't shed

19 generation.

20 And there is an asymmetry in a lot of industry

21 thinking that, you know, is a legacy of an older time.

22 Q. Just based on your knowledge of the Vermont

23 bulk system, is there a potential to shed any generation

24 in Vermont?

25 A. In the country, we don't have infrastructure.
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1 We don't have any infrastructure. I mean this gets into,

2 you know, solutions to the blackout and those issues. But

3 I think, you know, the issue of generation shedding is,

4 you know, nationally a very important one that needs to be

5 solved by a lot of information technology and telemetry

6 and relaying and so on, and we haven't begun to address

7 that. I'll leave that for another question.

8 Q. And -- but I'm asking specifically about

9 Vermont. Is there based on your --

10 A. No, I have no particular characteristics about

11 doing it in Vermont or anywhere else. I think, you know,

12 we are at a much more basic level than that, how to do

13 this regardless of where it is.

14 Q. Are you familiar with how much excess capacity

15 is available in NEPOOL generation capacity?

16 A. Yeah, there is actually quite a bit of -- I

17 don't know if I saw something -- it sounds a little high,

18 like 6,000 megawatts of uneconomic generation in the wrong

19 part of NEPOOL. You know, too bad.

20 Q. How would building generation in Vermont make

21 that in terms of from a pool -- let me finish my question.

22 A. Right.

23 Q. From a pool perspective, how would building

24 more generation in Vermont provide any kind of an economic

25 signal to resolve that problem or provide an economic
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1 solution for Vermont?

2 A. Because the generation doesn't belong where it

3 is, it's justified. It should be done -- the decisions

4 are made. It shouldn't have been built there. If the

5 generation can't be moved, then you build new generation

6 and, you know, the cost you're going to pay for something

7 anyway. If you're going to pay for transmission to move

8 that generation, you can also buy -- pay for new

9 generation. Why? Because the owners of -- particular

10 owners of that generation don't get a return for it

11 whereas they would otherwise if -- who are the

12 beneficiaries, who are the winners and who are the losers

13 of this.

14 But I think for, you know, for -- you've got

15 to have price incentives for load, and demand here, and if

16 there is a lot of demand here, there ought to be

17 generation here or load response, some mix of generation

18 load response and transmission. But to say that the

19 solutions are always only transmission, is too

20 asymmetrical. And you brought up an interesting problem.

21 So that other stuff is out of merit order, out

22 there, and it could be deployable, if it were moved over

23 here, but it brings with it a lot of other issues. And

24 you know, you talk about a pool perspective, you're also

25 getting into the issue of socialization, and you're moving
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1 away from the principle of locational pricing and the

2 consequences of location.

3 You know, I would love to be a generator. You

4 know, what that would do for generation. Build the

5 generation anywhere you want in Vermont because the

6 transmission -- they are going to accommodate, you can go

7 wherever you want. We don't care. Be very careful where

8 you locate generation. You're a businessman and you're an

9 adult, and this is a tough world, and you may make the

10 wrong decision about where the generation is. That's too

11 bad. That's part of what being in the generation business

12 is all about.

13 All right, and with time, of course, the

14 system is managed. Some decisions are made about

15 transmission, but I would tell you we would be sending the

16 wrong signal to the generation side to say build whatever

17 you build and we will come, and you know, that's

18 guaranteed.

19 So and there are also issues about resolving

20 congestion, there are always two ways to resolve

21 congestion, a transmission solution and a generation

22 solution. I think if you try to bias one over the other

23 you're going to get into system diversification, system

24 imbalance problems.

25 Q. Your testimony -- I've got your questions.

Robert Blohm - September 15, 2004

CAPITOL COURT REPORTERS, INC.

Page 73

1 Your testimony at pages 30 and 31 kind of summarizes your

2 ultimate opinions, I guess is how I understood that.

3 Yeah, summarized your opinion. And there is a lot of

4 stuff that you say on that page 30 to 31.

5 Let me ask you this. Is it your opinion and

6 recommendation that the Public Service Board not approve

7 the Northwest Reliability Project in its entirety?

8 A. At this time, no. My recommendation is there

9 is a lot that hasn't -- fundamental issues and fundamental

10 issues that haven't been sufficiently examined.

11 Q. So my question was is it your --

12 A. If it's a yes or no answer, I would say no.

13 There is not a sufficient basis -- sufficiently sound

14 basis to choose that option.

15 Q. Because -- okay my question was is it your

16 recommendation to the Board to not approve it and

17 your answer was no.

18 MR. SINCLAIR: The answer should be yes.

19 BY MS. HAYDEN:

20 Q. Your recommendation to the Board is?

21 A. Yes, don't approve, is that what you mean?

22 Q. Yes. In its entirety.

23 A. At this time. Yeah. If it's like an all or

24 nothing, no. You know, what you asked there is a subtlety

25 to that question. When you say in its entirety, do you
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1 mean as a whole or do you mean in its entirety, not even

2 any single part of it?

3 Q. I was going to get to that. Because you

4 discuss the 345 line. Some -- what I'll call elements of

5 the project that you -- and it was really the 345 line

6 that you referred to specifically. But there are other

7 things that you don't even address, and I was going to ask

8 you about those.

9 A. Yeah. So I mean I can't speak categorically

10 like that, that there are not elements. But I would say it

11 would be a mistake to take it as a whole and approve that

12 because of these other issues. Whether there are parts of

13 it that should go, which are those parts, I can't speak to

14 that. There probably are parts, but you know, I think

15 that needs to be, you know, that needs to be looked at

16 more carefully.

17 Q. So sitting here today -- I mean I think --

18 well you tell me.

19 A. If it's the whole thing or nothing, I would

20 say nothing.

21 Q. Really?

22 A. Well I would say if that's the choice -- if

23 it's the whole thing or some parts, I would say some

24 parts. And what are those feasible parts? That's a big

25 discussion. So given my preferred answer to that --
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1 Q. I'm trying to understand when -- you just

2 contradicted yourself, I believe.

3 MR. SINCLAIR: Objection. As to form.

4 BY MS. HAYDEN:

5 Q. Okay. That's my comment to myself. I'm not

6 asking you this question.

7 Your recommendation to the Board, and you'll

8 be asked this, are you suggesting that the entire NRP not

9 be approved, or can you identify any elements that either

10 should be approved or where you're not recommending that

11 they be disapproved?

12 A. I cannot identify elements to be approved.

13 There may be some elements to approve, but certain

14 critical elements I don't believe should be approved.

15 Certainly the plan as a whole, should not be approved.

16 Q. Okay.

17 A. But I'm not in a position to identify what

18 elements might be -- that should be approved. I think

19 there are certain ones that -- there certainly is, you

20 know, significant enough elements of it that shouldn't be

21 approved.

22 Q. What about the 345 line? You did -- that's

23 addressed several times in your testimony. Is it your

24 recommendation that the Board not approve that element of

25 the project?
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1 A. That's what I said.

2 Q. Okay. And this was unclear to me from your

3 testimony. You did refer to a recommendation at the

4 bottom of page 30 about line 20, on consulting market

5 forces through an RFP for transmission alternatives or on

6 a more --

7 A. What I mean by that is alternatives to

8 transmission. I don't mean transmission alternatives to

9 transmission.

10 Q. I understand. And then you go on to say or on

11 a more level playing field by zonalizing Vermont's load,

12 northwest Vermont's load, or having it become a Designated

13 Congestion Area. Are those -- issuing an RFP or

14 zonalizing northwest Vermont and designating it as a

15 Designated Congestion Area two alternatives that you've

16 identified?

17 A. There is also reforming NEPOOL's resource

18 adequacy requirement where it doesn't consider the

19 deliverability aspect. To address the true meaning of reliability.

20 I think so.  They fail to consider an RFP for alternatives.

21 Hold on a minute. Or on a more level playing field.

22 Correct.

23 Yes, by zonalizing Vermont's load and

24 reforming NEPOOL resource adequacy requirements. So for

25 example, an RFP is done, there is not a level playing
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1 field. To zonalize Vermont's load and reform the NEPOOL

2 resource adequacy requirement you've created a level

3 playing field and, in fact, an RFP would be far more

4 effective with that level playing field. You would have a

5 greater variety of alternatives that would be much -- the

6 picture would look like, you know, more compelling.

7 Q. And then the third thing that you talk about

8 going on the bottom of page 30 to the top of page 31 you

9 state or allowing northwest Vermont to become a Designated

10 Congestion Area?

11 A. Yeah. That was also fairly considered or -- or

12 so that's among the things to consider that they haven't

13 considered, or allowing it is another thing they failed to

14 consider. Allowing northwest Vermont, right, to become a

15 Designated Congestion Area. So in other words, if that's

16 done that addresses an issue. For example, are you making

17 this decision because you want to avoid this thing from

18 triggering Designated Congestion Area? I would say -- I

19 wouldn't do this to a Designated Congestion Area.

20 Probably let the Designated Congestion Area happen rather

21 than take this as a way to preempt a Designated Congestion

22 Area, because that at least is trying to get price

23 signaling.

24 However, the designated congestion area

25 solution is a very partial solution, something again that
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1 appears to come from FERC, and it appears to come in an

2 area where FERC has some sort of jurisdiction because

3 you're again up against the state/federal issue when it

4 comes to what consumers are paying. So like that's the

5 best FERC can do in terms of pressuring price signaling, but

6 I take a cue from that, by that being an attempt at a

7 price signal solution, that's not something you try to

8 avoid. That's something you should welcome.

9 Q. I'm trying to understand what would you

10 recommend to the Board if your recommendation is that the

11 Board not approve the NRP?

12 A. Right.

13 Q. What action, given that we know we have a

14 reliability problem and there is -- you know, it's very

15 impelling, what action would you recommend that the Board

16 -- to the Board?

17 A. RFP, and as much as possible reforming, you

18 know these, reforming these, you know, some regulatory

19 fixes here in terms of the zonalizing of load pricing,

20 reforming NEPOOL's resource adequacy requirements and

21 treating the DCA option as something to welcome, not

22 something to avoid like the plague.

23 In other words, don't use a DCA as an excuse

24 for approving this. Don't approve this -- one of the

25 reasons you might not want to approve this is because you

Robert Blohm - September 15, 2004

CAPITOL COURT REPORTERS, INC.

Page 79

1 have the possibility of a DCA. That's uh price signaling.

2 Q. Are you familiar with what the FERC did in

3 southwest Connecticut?

4 A. Say again.

5 Q. Are you familiar with what the FERC --

6 A. Yes. In general. And there is a kind of DCA

7 that is going, as I understand it, going into effect there

8 that Vermont -- the issue of Vermont, and actually do you

9 know what? Let me admit this to you. I have checked on

10 FERC's Web site for a ruling. I remember a reference DCA

11 in the LaCapra report that Montalvo talks about. And in

12 that report it doesn’t say this has not been actually approved or

13 not by FERC.

14 So I cannot tell you whether FERC has actually

15 rendered a decision saying this trigger to -- that DCA is going

16 to be triggered at that point, and I've actually looked on

17 FERC's Web site and not been able to find a decision or

18 anything that refers to it. So you know, I'm assuming

19 that, you know, that the latest information I have from

20 the LaCapra report is that this is an option that FERC has

21 been supporting, and assuming that it's actually been

22 approved already, it's only on the horizon. But I can't

23 say for sure. Maybe it wasn't.

24 Q. Do you know the extent to which FERC has

25 decided to allow locational marginal prices in southwest
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1 Connecticut's attempt to solve the problem there or backed

2 off from that? I'm talking about the reliability problem.

3 A. That's a very good question. And the issue is

4 the creation of a zone in southwest Connecticut.  Is

5 that -- what I gathered from again, from the some of these

6 other sources, is that there was some kind of DCA

7 provision immediately. And there is also the issue in the

8 Boston area, but that a similar concept is looming for

9 Vermont. But that was something that was yet to be

10 approved by FERC. But that these other things were

11 now.  As I say, my own opinion is I'm not sure of the

12 extent to which FERC, you know, can widely mandate

13 locational pricing in consumers here because of the state/

14 federal issue. So I'm not sure exactly how the creation of

15 a southwest Connecticut zone is progressing or not. I

16 don't know.

17 Q. Do you know the extent to which under the

18 existing NEPOOL market rules, the NEPOOL tariff and FERC

19 orders, that are outstanding, the FERC order -- whether

20 there is a market mechanism for issuing an RFP to deal

21 with the NRP problem, the northwest reliability project

22 problem?

23 A. If there was one for southwest Connecticut,

24 there is a possibility to do it in Vermont.

25 Q. Have you reviewed the market rules, the NEPOOL
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1 market rules in terms of the RFP, what type of RFP was

2 issued there, and what the rules relating to that RFP are

3 under the NEPOOL tariff?

4 A. I didn't specifically go and compare that

5 tariff to specific market rules that would then lead one

6 to the conclusion that these market rules don't

7 specifically fit doing an RFP in Vermont. I haven't, you

8 know, I haven't identified market rules in NEPOOL that

9 precluded other than some consideration.  There has also

10 been mention that -- I don't know where I saw this today; 11 I saw it -- some source, anyway that actually when it

12 comes it an RFP, that was already considered by, you know,

13 New England ISO, and so that's already been considered.

14 Not an RFP, but alternatives.

15 There was some process already in New England

16 ISO to look at alternatives, and it was found there were

17 no alternatives. And so that's sort of been done. No,

18 I'm not sure whether the market rules you're referring

19 to, you know, refer to some such process or exactly what

20 that is, or if that's part of the planning process. You

21 know, I think market rules, I think also, sort of, of market

22 operations rather than planning rules. So I'm a little

23 confused.

24 The extent to which, you know, actually market

25 operations refer to this, you know, where these -- you
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1 know, where a process has been stipulated in New England

2 ISO to a -- on an ongoing basis to look at possibilities.

3 You know, in the way of a perpetual RFP going on there. I

4 haven't seen anything that suggests that. And whether

5 that means -- whether what you're referring to means that

6 now that we have done that there is no place to do an RFP

7 and then whatever has happened in southwest Connecticut is

8 based on some exceptional circumstances, I don't know.

9 On the surface it seems to me that or I find

10 it hard to identify conditions that make the solution in

11 southwest Connecticut so exceptionally different than what

12 should be done in -- what should be done in Vermont.

13 Q. Do you agree that the resource adequacy

14 standard, loss of load expectation of one day in 10 years

15 typical electric industry rule of thumb?

16 A. That's all it is.

17 Q. Okay.

18 A. Actually let me tell you NERC's operating

19 committee is in the process of embarking on a study -- on

20 a development process to specify what one in 10 years

21 means, that there is no standard for one in 10 years 22 on an industry-wide basis. There is no clear understanding

23 of what one in 10 years actually means.

24 Now let me be a little more specific. The one

25 in 10 years, there is one in 10 years that's used as a
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1 resource adequacy criterion. And NERC doesn't -- NERC

2 doesn't have anything to do with that one because NERC

3 doesn't get involved in resource adequacy. But NERC does

4 get involved in, you know, what -- what I call reliability

5 or what for more specification would be called strict

6 reliability or emergency-type reliability, namely, you

7 know, balancing control operations to keep the system, you

8 know, within -- operating within safe limits.

9 And there is also a one-in10 years' concept

10 that applies to that. That is the one in 10 years'

11 concept that NERC is looking at specifying. And now that

12 one, which to me is the maybe even more precise and

13 focused one, even that one's not recognized to be very

14 well defined. Now when it comes to resource adequacy.

15 There is a standard of LOLP, loss of load probability.

16 That's an old rule of thumb. What purports to be loss of

17 load is actually not loss of load at all. It's loss of

18 generation. Because when we don’t keep data on load loss, the

19 way we keep data is on generation, its NERC's GADS. We have lots of

20 information on generation; it doesn't take into account load loss or transmission.

21 So I would argue that the whole concept of

22 LOLP is mislabeled. And could be more accurate. But

23 there is a lot more. There is an issue of bundling.

24 There is an issue of what is once, you know, once-in-10

25 years? Is it an entire day? Is it a certain number of
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1 hours? How do you define an event? It depends on your time

2 horizon actually. And that may not be too big of a

3 problem. But to the extent that it includes what I call

4 economic reliability or planned sort of sustained outages,

5 it probably means more like a full day.

6 But to the extent that it would only be, you

7 know, sort of emergency-type events, then it would be a

8 certain defined short period within 10 years. So even the

9 definition, you know, the "once" is deliberately vaguely

10 worded. Because once what? One what. And, you know, how

11 long? And so, you know, it's been a rule of thumb that

12 the industry has been able to deal with in a premarket

13 situation. But once we have, you know, the industry

14 turned toward -- much closer to markets and economics,

15 these vaguenesses all have a cost attached to them. And

16 the need -- and there is a compelling need for the system

17 -- the industry to become increasingly precise about what

18 the meanings of these are and unpack them. Anyway,

19 so I believe your original question --

20 Q. You answered it the first --

21 A. Probably going on too long in the lectures.

22 Q. That's all right. Well as long as we don't

23 run out of time.

24 A. You appear to be covering a lot of material.

25 Q. I'm sorry?
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1 A. You appear to be covering a lot of things. In

2 some time.

3 Q. Yeah, well I'm actually going to try to finish

4 this if I can today. I'm not certain I'm going to be able

5 to. Have you ever been a member of or provided advice to

6 any NEPOOL committee or task force?

7 A. No.

8 Q. Even in terms of your involvement with

9 Hydro-Quebec?

10 A. No.

11 Q. Okay. What about NPCC?

12 A. No.

13 Q. Have you read any of the regional transmission

14 expansion plans of ISO New England?

15 A. I read an appendix that has been used as a

16 basis, I think, for the 02 and 03 appendix that has a

17 long list of loading different points in the system. And

18 that kind of ends up in a locational pricing survey for

19 the region. So -- and that's used apparently as a basis

20 in the 02 and 03, I've looked at that in more detail.

21 But it's heavily focused on congestion pricing.

22 Q. Okay.

23 A. And gives me the impression too, that a lot of

24 the regional what's called reliability planning is very

25 congestion oriented.
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1 Q. Do you recall the number or name of that

2 appendices?

3 A. No. I could kind of --

4 MR. SINCLAIR: Can we provide that in

5 written?

6 MS. HAYDEN: Sure. You can provide it.

7 Yeah.

8 THE WITNESS: I mean if you want me to

9 be distracted, I could probably find it.

10 MS. HAYDEN: No. I don't want you to be

11 distracted.

12 MR. SINCLAIR: We will supply it in

13 written responses.

14 BY MS. HAYDEN:

15 Q. So it was appendix to RTEP 02 or 03?

16 A. Yeah. I believe it's 02, but 03 -- there is

17 a lot of discussion of congestion in it.

18 Q. Are you familiar at all with the --

19 A. So in other words, the transmission planning

20 heavily focuses on elimination of congestion. That has

21 sort of been interpreted as a reliability issue.

22 Q. That's your understanding from -- let me ask

23 you this.

24 A. Now it does make reference to stability of the

25 system in emergencies and so on. And in that particular
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1 appendix there is a very nice paragraph in there that kind

2 of gives a good flavor for what's an emergency, but it

3 doesn't kind of do anything with it. And then it goes on,

4 and the bulk of it is about basically focused on

5 congestion, you know, focused on congestion pricing.

6 So it sort of says while we recognize this thing

7 here, but you know, we are really, you know, looking at

8 this. And the focus is to resolve that, and you've kind of

9 resolved congestion.

10 Q. So your understanding of RTEP and -- is that

11 transmission planning is really focused on congestion and

12 economic --

13 A. I would --

14 Q. -- considerations?

15 A. I would say it focuses a lot on that. And

16 while it acknowledges the other aspect, there isn't a lot

17 of discussion about how that other aspect is being

18 addressed. In other words, the emergency capabilities,

19 because let me also mention that the market answer to that

20 -- a lot of that is the ancillary services market. And in the

21 whole ISO standard market design road map,

22 FERC has been very explicit to say we are not

23 going to deal with ancillary services. What they don't

24 say is ancillary services are kind of complicated to get

25 a handle on. So we are going to deal with the spot market
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1 now, and a couple years later we will deal with ancillary

2 services. So what I'm saying is the emphasis focused

3 on in the whole development of ISOs and the spot markets, has

4 been to get market, spot market -- energy pricing -- energy

5 -- the energy pricing done which incorporates congestion

6 pricing.  Basically congestion pricing is, really congestion

7 prices are the energy prices that count. In managing

8 that, and viewing that as -- and by the way, the

9 identification of congestion as reliability and the source

10 of the bundling I'm telling you, comes from Harvard's

11 Kennedy's School of Government and from Bill Hogan who

12 will tell you that reliability and economics are

13 identical.  Identical. That there is no distinction, and

14 that's why they use the term.

15 They use the term reliability -- they use the

16 term economic dispatch, and they also use the term

17 reliability constrained dispatch to refer to the same

18 thing, therefore economics and reliability are the same thing. And I

19 want to say that the very existence of NERC is the proof,

20 is the evidence that there is a concept of reliability

21 detached from economics because it is fundamental, and

22 this much is written a number of places in that material.

23 That NERC specifically says we do not deal with economics.

24 We deal with reliability. NERC makes a definite

25 distinction between reliability and economics. And that
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1 is a manifestation of a very fundamental issue that does

2 permeate the industry.

3 There is a view that reliability and economics

4 are indistinguishable and another that says there is an

5 area of reliability that is distinct from at least a

6 certain type of economics, and it's this reliability which

7 is this area where traditional price-based

8 transactional-based economics can't fit because there

9 isn't any time.

10 And so we have to have resources to act in

11 that time because we can't have people making buy and sell

12 decisions every second. It's not done also by agencies.

13 You know, it's hard to automate, so you have to have some

14 provision there where the economics and the energy market can't

15 handle it. If there is a time constraint. And that's kind

16 of where it's -- sort of the area where reliability kind

17 of has its say.

18 Q. Can we go off the record real quickly.

19 (A discussion was held off the record)

20 EXAMINATION BY MR. RENDALL:

21 Q. Thank you. Good afternoon, Mr. Blohm --

22 Bloom?

23 A. No, Blohm actually. In electricity it's real

24 simple. There is a thing called Omega. Ohm. You know.

25 Same pronunciation. All right.
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1 Q. In your opinion is VELCO violating,

2 circumventing, evading or mischaracterizing any of

3 NEPOOL's or ISO New England's reliability rules or

4 criteria in its testimony in this case?

5 A. In general, not. But I don't want to say that

6 in every particular instance they may not be. I mean

7 there has been some issue about interpreting N minus 1 and

8 N minus 2 and the tolerance of that and so on. But in

9 general, I would agree that VELCO seeks to implement, you

10 know, the NEPOOL and NPCC standards, but again there may

11 be issues about the interpretation of those standards and

12 so on, and I wouldn't accuse VELCO of bad will. I would

13 accuse them of, you know, -- well, there is an issue of

14 best practices in the industry. Again that's kind of an

15 inertia thing. Best practices is evolving.

16 So whether it constitutes best practice, I

17 will reserve judgment on. Not best practice as already

18 established, but forward looking best practice. So that's

19 the most I would say. But I would say that, you know,

20 they certainly weren't going to violate the law.

21 Q. So would it be fair to say that your opinion

22 really goes to the -- how ISO New England and NEPOOL have

23 crafted their rules and how the NPCC has crafted its

24 approach to reliability rather than how VELCO is following

25 their rules and standards?
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1 A. Well again VELCO is interpreting the NPCC and

2 the NEPOOL standards. Now in terms of what NEPOOL is

3 doing, in terms -- you see there is an issue of the use of

4 the term reliability. I might as well cut to some of

5 this. Do I believe VELCO is properly using the word

6 reliability? Do I agree that the NEPOOL and NPCC properly

7 use the word reliability? I would say no in all three

8 cases. Properly in the best definition, I say improperly

9 in the best definition, properly in the sense that they

10 adopted a definition that is in use namely by the 3 of

11 them. But a definition that is problematic and vague, and

12 may, you know, there is such a thing as a solution that

13 addresses every problem, it's not really a solution.

14 In other words, by that definition you can

15 almost identify everything as reliability. High prices

16 means a reliability problem. So when you get to that

17 point you kind of have diluted the concept of reliability

18 and it becomes almost -- it really doesn't solve the

19 reliability problem any more but solves too much. So that

20 said, VELCO -- and this is the issue of best practice, I

21 think. VELCO is uncritically using a concept of

22 reliability, and I believe it's appropriate to point out

23 the issues surrounding that. So you know, reliability is

24 being discussed. It's really understood what is meant.

25 Q. So would you agree with the proposition that
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1 VELCO is using the same reliability standards and

2 interpreting the reliability standard in substantially the

3 same way as ISO New England and NPCC?

4 A. I can't speak for interpretation. But I can

5 say they are using, you know, some fundamental --

6 fundamental concept of reliability, but the specific

7 application, you know, I don't know.

8 Q. What other power pools, independent system

9 operators, RTOs or utilities, have adopted your proposal

10 for establishing and publishing a transmission reliability

11 margin or TRM?

12 A. PJM does.

13 Q. When?

14 A. I don't know the dates. But I understand --

15 PJM -- they do post TRM. And the issue I think -- it

16 depends on the nature of the operations, but in terms of

17 the all-encompassing nature of the real time market, but

18 PJM has specifically allocated for -- allowed for

19 bilateral transactions, and I think to keep that market

20 going, and I think it also has to do with the NYMEX

21 fact that they only zonalize for trading purposes PJM into

22 three nodes and so on, that they are continuing what's a

23 kind of firm transmission concept.

24 Q. Has PJM published TRM within the PJM area or

25 just for external ties?
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1 A. I can't say. I can't say.

2 Q. Has FERC adopted your definition of

3 reliability?

4 A. Maybe external ties. I can't say. Sorry.

5 Q. Has FERC adopted your definition of

6 reliability?

7 A. FERC has -- FERC has never -- well it's been

8 a bone of contention. But FERC has never really

9 pronounced -- or maybe presented itself as an arbiter of

10 reliability. It has presented itself as an arbiter of

11 economic efficiency. Now by extension, if you adopt the

12 Hogan definition, it means therefore FERC is an arbiter of

13 reliability. But specifically I think that is because of

14 the contentiousness of that issue and the jurisdictional

15 issue about whether reliability should be regulated by a

16 regulator or self managed the way NERC has done it,

17 because of that I think FERC has been loathe to, you know,

18 stand -- to take -- to take, you know, to make any kind of

19 definite statement that it determines reliability or sets

20 reliability standards.

21 MR. SINCLAIR: Excuse me, Don, was your

22 question about FERC or NERC?

23 MR. RENDALL: FERC.

24 THE WITNESS: He said FERC. There is an

25 issue now with legislation about whether FERC
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1 -- you know, enforcement of standards involves

2 money. You know, so you start getting to

3 economics, number one. And so there is an

4 issue of whether the standard being one thing,

5 and NERC applying the standards whether -- and

6 NERC actually enforcing them, whether FERC has

7 a say and whether those prices -- those

8 penalties are just and reasonable.

9 And so the bottom line is that FERC, and

10 I understand from the, a reading of the federal

11 regulation that FERC is sort of court of last

12 resort for people who question the economics

13 or justness and reasonableness of the

14 penalties but, when it comes to specific

15 engineering issues of reliability that FERC

16 would always defer to NERC's you know, stand

17 on that, that FERC would not try to, you know,

18 overrule NERC's judgment on the engineering

19 aspects of those cases.

20 BY MR. RENDALL:

21 Q. Do you have your testimony right there?

22 MR. SINCLAIR: Yeah.

23 BY MR. RENDALL:

24 Q. Could you turn to page 15, please. Lines 11

25 to 14.
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1 MR. SINCLAIR: 11 to 14?

2 BY MR. RENDALL:

3 Q. I'll read them. In other words, resource

4 adequacy is just economic reliability which can just as

5 well be provided by locational wholesale market pricing of

6 supply and demand. Once-in-10 years is a momentary failure

7 of planned generation to meet planned demand as if prices

8 would not respond to generation shortage and reduce

9 demand. That's the testimony.

10 My question to you is how would locational

11 wholesale market pricing of supply and demand prevent a

12 once-in-10 years failure of planned generation?

13 A. Depends on how you define once-in-10 years.

14 If you said -- this is a very simple case. If you set as

15 your target a fixed price for the interconnection and you

16 sort of estimated supply, and if you sort of estimated --

17 and sort of surveyed, what we consider a reasonable price

18 for, you know, to meet some -- some level of demand, and

19 then that price is fixed and not changeable, and you don't

20 forecast properly or there is, for example, not enough

21 generation. Let's say the demand turns out to be -- turns

22 out to wrongly forecast, for example, you underestimate

23 the level of demand to meet the amount of generation that

24 you brought on line, well you've got a problem. Because

25 there is an instant solution to that. And that's to
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1 abandon your fixed price constraint. And let the price

2 rise, and then some of that demand will drop off and then

3 you'll be able to meet -- you're not having this once-in-

4 10 years economic event. That's the economic event.

5 Now that's the once in 10 years. That's -- now

6 because we are also talking about, of course, the basic

7 thing is generation outages, but again these are over a

8 period of time. This is how much generation you have; it

9 overlaps and all these other things. Now there is the

10 issue about whether you have ancillary services or

11 instantaneous response capability that would fail to, you

12 know, prevent a series of sudden events that would lead

13 to, you know, a significant collapse on the system. With

14 the one-in-10 years, in that case by the way it is measured by

15 the likelihood of a particular size of megawatt error.

16 It's usually larger -- well rule-of-thumb sort of methods

17 now are you take the largest contingency on the

18 interconnection, interconnection, if that went, and you

19 look at the frequency history of the interconnection and

20 see whether the events that we have had of those very

21 large -- how much have they been as a percentage of all

22 the frequency events and all the deviations we had on the

23 system. And if it's less than once-in-10 years, we are

24 safe.

25 That means by the limits that we have and NERC
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1 has set on the control performance, CPS, we are allowed on

2 average to deviate so many millihertz, beyond 60 hertz;

3 that's the level. And if it turns out that there is a

4 likelihood that your history -- your history of events --

5 last year's average has been such that there have been

6 more of these large events which make the likelihood of a

7 large event happening greater than once in 10 years, then

8 you need to tighten up the limits.

9 For example, you might have to tighten them to

10 16 or 17 millihertz. That would lessen the likelihood of these large

11 events. This is all related to instantaneous 12 deployment of ancillaries to be able to meet those and

13 limit the size of these excursions or deviations. That

14 would be one -- oncein10year limit from, you know, a

15 reliability point of view.

16 But in terms of once-in-10-years or for planned

17 generation, that's met by -- that problem can be met by

18 pricing, price can respond.

19 MS. HAYDEN: Can I just -- can you slow

20 down a little bit? I'm getting very

21 concerned.

22 (A discussion was held off the record)

23 BY MR. RENDALL:

24 Q. I need to understand this in simple kind of

25 economics 101 terms, Mr. Blohm. Do I understand you to
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1 say that for what you define as economic reliability, that

2 that problem can be solved simply by adjusting the price

3 to meet available supply, is that kind of the simple way

4 to describe your solution?

5 A. Yeah. And I'll give you a simple source from

6 NERC for that.

7 Q. I'll let you do that if you promise that it

8 will be short.

9 A. Yeah. His name is Greg Cucci, C-U-C-C-I.

10 He was chairman of the Operating Committee of NERC when I

11 started activity in NERC. He was with PECO Energy in

12 Philadelphia. Since retired. He said "Robert", he said,

13 "generation adequacy is no longer a reliability issue.

14 It's handled by the market. It's handled by pricing."

15 This is your once-in-10 years, that type of thing. He

16 said reliability has become in the market what he called

17 "a transmission issue".  But what

18 he meant was a "control issue" in terms of safety within --

19 safe margins, instantaneously by the sort of emergency

20 reliability frequency control kind of things I was talking

21 about. Where prices can come into play now, in generation 

22 adequacy, that's removed this from being a reliability problem.

23 Q. You have to help me out, though, in kind of

24 following the bouncing ball here.

25 A. Sure.
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1 Q. So the price resolves your definition of

2 economic reliability, that price would be reflected in the

3 wholesale price of energy; is that right?

4 A. Yes. And hopefully, you know, sufficiently

5 reflected down to the consumer.

6 Q. And that really is key to your opinion; isn't

7 it, that that pricing signal has to go to the ultimate

8 consumer, because that's the only way that you actually

9 adjust demand; is that correct?

10 A. Properly, yes. Ultimately, yes. And I think

11 that's -- that's behind FERC's reasoning. But you know,

12 we have issues of jurisdiction where there has been a

13 significant lag at the -- it's almost like the last mile

14 in telecom. You know. So where that hasn't been

15 resolved. So you say well, if we don't have that solution

16 did me move the wholesale market forward.

17 Well it's a problem -- you've got that problem

18 right here in Vermont. And I wouldn't -- you know, there

19 has to be pressure at state level to do the things that

20 have to be required at state level. But FERC isn't

21 going to stop pushing the wholesale market levels with the

22 force it wants to.

23 Q. Have you evaluated the NRP applying any of the

24 language of our permitting statute Section 248 in

25 formulating your opinion?
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1 A. Could you quote that statute?

2 Q. I don't have the statute with me. I'm asking

3 you -- did you read the statute before you prepared your

4 testimony?

5 A. Which statute?

6 Q. Section 248 of Title 30?

7 A. Which addresses?

8 Q. Which addresses the criteria for approval of

9 a transmission project in Vermont.

10 A. I haven't read that statute in detail.

11 Q. Are you familiar with Vermont's least cost

12 planning standard?

13 A. Yes, again on a secondhand basis.  In other

14 words, I have not consulted the specifics -- any specific

15 statute or history, you know, decision history.

16 Q. Were you familiar with Vermont's least cost

17 planning standards when you prepared your testimony?

18 A. There is such a standard; correct. Yes.

19 Q. Would you tell us here now what you understand

20 that standard to be as you sit here?

21 A. That the least-cost alternative should be

22 chosen.

23 Q. And what are the criteria for determining what

24 is least cost?

25 A. The determination of least cost, in other
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1 words, how is cost determined, how are the alternatives

2 evaluated.

3 Q. Did you perform that kind of analysis on the

4 NRP?

5 A. In other words, did I do a least-cost

6 analysis. No. I didn't do a least-cost analysis. But I

7 observed least-cost analysis that I believe is flawed.

8 And therefore, I would be agnostic at this point on a

9 least cost determination. Because on the basis, not of a

10 least-cost analysis that I've exhaustively performed, I

11 have done, but you know, a kind of ball park assessment of my

12 own, it's a directional thing.

13 I think of the flaws in the least-cost

14 analysis I saw --

15 MR. SINCLAIR: Are you talking about

16 LaCapra's analysis?

17 THE WITNESS: Yeah. Basically. Yeah.

18 The ones I observed, correcting those flaws would

19 move the analysis in the direction of the

20 alternatives, not away from them. So that's

21 the extent of my analysis. It's kind of

22 directional, but I think that if the flaws that I

23 saw in the analysis were remedied, that it

24 would have the effect of changing the

25 landscape and making, for example, your
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1 alternative less compelling.

2 BY MR. RENDALL:

3 Q. Can you tell us, Mr. Blohm, what specific

4 regulatory rules need to be changed at the state, regional

5 or federal level to make those directional changes that

6 you believe should be made?

7 A. One of them, for example, is the ISO's not to

8 require deliverability of reserve. And the reason that

9 that -- is that encourages the long distance sourcing, the

10 remote sourcing of reserve. In other words, it adds a

11 transmission contingency to it.

12 MR. SINCLAIR: I just want to object to

13 the question. Because you're assuming that he

14 believes that there have to be statutory

15 changes to affect his recommendations.

16 MR. RENDALL: I didn't say statutory. I

17 said rules changes.

18 MR. SINCLAIR: Okay. Same objection.

19 MR. RENDALL: Well let me ask the

20 question then.

21 BY MR. RENDALL:

22 Q. Do you believe that state, regional or federal

23 rules would have to be changed to -- to implement your

24 vision of how economic reliability would be addressed in

25 northwest Vermont?
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1 A. "Would have to be" is the key phrase here. It's

2 sort of de jure or de facto. If it's de facto I'm not

3 saying de facto. What I'm saying is, I'm not saying "unless

4 those are changed, this proposal needs to be approved."

5 I'm saying those policies should be changed, and if they

6 are not changed, I still believe that the project

7 shouldn't be approved because if it isn't approved, then

8 it will create the pressure to change the rules.

9 So in other words, I'm not saying "oh", I'm not

10 taking as a fait accompli we can't get the rule changed so

11 let's approve this. I'm saying if you do that, that's

12 never going to put the pressure that is required to change

13 the rules.  So you have to identify -- you have to identify

14 the sources of that, and then make those rule changes.

15 Now that said, I'm also not stating that, you

16 know, under the current alternatives that the alternative case has

17 still been solidly made. Remember I said if those rule

18 changes are made, those changes only move in a direction

19 of its being less compelling.

20 Q. Would you turn to page 30 of your prefiled

21 testimony please, Mr. Blohm. I'm looking at lines 20

22 through 23 and then over to page 31. Do I understand from

23 your testimony here that it is your opinion that northwest

24 Vermont's load should be zonalized for locational marginal

25 pricing purposes?
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1 A. Yes.

2 Q. And it is your opinion that NEPOOL's adequacy

3 requirements should be reformed?

4 A. Yes. To create a deliverability requirement,

5 but in that case you would have automatically a location

6 of generation -- even reliability or ancillary type

7 generation here, if not normal economic generation.

8 Q. And it's your opinion that if the Vermont

9 Public Service Board denies a permit for the Northwest

10 Reliability Project that that will help spur these

11 regulatory changes?

12 A. Yes. Because although -- yes. Because other

13 alternatives will be found.  I think your reply will be

14 "oh, but they are not economic. Oh, they are going to be

15 more expensive", and so on, because we have, you know, it's

16 not an issue of choosing the most economic. It's -- here

17 it's a matter of causality. If these -- you know, the

18 issue is if you don't -- if it's addressed this way, the

19 situation will never change. It will always fester.

20 The rules will be there to bias a specific

21 type of alternative and it will lead the system in the wrong

22 direction and ultimately will be both uneconomic and

23 unreliable for Vermont.  So what I'm saying here is that

24 so, anyways, you pointed out here there hasn't been an RFP.

25 And also I conclude -- sorry, are you asking me now about
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1 the conclusions, that statement?

2 Q. You answered my question. And then we had the

3 ironic situation where the witness is putting words in the

4 lawyer's mouth.

5 A. I'm sorry about that.

6 Q. That's all right. Is it your opinion that

7 Vermont should be designated a Designated Congestion Area?

8 A. I think Vermont should avoid that if -- by the

9 correct means, but if it happens, in other words, I think

10 it's better to have a zonal consumption price, and to require

11 that, that would have far more impact than a DCA. But if a

12 DCA is the only thing that's likely to happen, I would say

13 let that happen. And that feeds back to your previous

14 question. Because by rejecting the proposal, in a sense15 the Board is also accepting the inevitability of a DCA.  If

16 that's the case, it already goes to addressing some of

17 this problem.

18 Q. What would the -- in your opinion what would

19 the consequence of designating Vermont as a Designated

20 Congestion Area be on the price of electricity for

21 consumers in the -- within the designated congestion area?

22 A. Very, very little because it will be averaged

23 over the Vermont ratepayers and you'll have the poor

24 Vermonters in southern Vermont subsidizing the rich

25 Vermonters in northwest Vermont. Poor subsidizing the
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1 rich.

2 Q. Thanks. That's all I have.

3 MR. RENDALL: Thank you, Kim.

4 MS. HAYDEN: You're welcome.

5 THE WITNESS: By the way, can I add a

6 sentence to that answer?

7 MS. HAYDEN: It's up to your lawyer.

8 THE WITNESS: Believe me --

9 MR. SINCLAIR: If you need to make it

10 more responsive.

11 THE WITNESS: In other words, the rich

12 Vermonters won't be paying enough, you know,

13 a high enough rate, and the poor Vermonters will

14 be paying too high a rate because the rate

15 will be averaged.

16 MR. RENDALL: Back to you, Kim, thank

17 you.

18 MS. HAYDEN: Before I finish with my

19 questions, actually it may be easier for Aaron

20 if I do mine first. I'll leave his until the

21 end.

22 MR. SINCLAIR: We will be able to tell

23 the difference.

24 EXAMINATION CONTINUED BY MS. HAYDEN:

25 Q. Is it your opinion that Vermont does not
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1 currently face today what you would call a strict

2 engineering reliability problem or the potential to suffer

3 one if a sudden contingency were to occur?

4 A. No. When I started looking at this case I was

5 looking to answer that very question. And I never found

6 an answer. So I would say I don't know.

7 Q. Okay. Because I didn't see an opinion in your

8 testimony.

9 A. Deliberately so.

10 Q. Okay.

11 (Mr. Rendall left)

12 BY MS. HAYDEN:

13 Q. Would you please identify -- have you ever

14 testified before?

15 A. No.

16 Q. Oh, never?

17 A. Yeah, it's the first time.

18 Q. Okay.

19 A. In a regulatory proceeding like this.

20 Q. Have you testified as an expert in any civil

21 proceeding?

22 A. No.

23 Q. Okay. Have you ever participated in any

24 reliability studies in New England either at NEPOOL or

25 through the RTEP process at ISO New England?
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1 A. Some national ones which would include New

2 England, but not New England specific.

3 Q. Which were those?

4 A. When you say studies, I mean studies that are

5 -- whose purpose is to develop a reliability standard to

6 apply so that would include New England. But if you're

7 saying studies that serve a specific situation in New

8 England, not a specific situation, a situation nationally,

9 to which New England is a contributor, where I haven't

10 specified exactly what New England's contribution is, but

11 I know New England is a contributor to the reliability

12 problem. Yes, I have done that.

13 Q. When was that?

14 A. Oh, the article I just published, and you

15 probably have this from my Web site. Public Utilities

16 Fortnightly. You know the issue about unscheduled power.

17 Q. What's the date of that? Can we just get a

18 copy?

19 A. Just hang on for one second. You can print it

20 in color on a color printer.

21 Q. Okay. You can just identify it after.

22 MR. SINCLAIR: Yeah.

23 THE WITNESS: And so New England was

24 part of that, but that's the one. There are

25 other issues --
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1 BY MS. HAYDEN:

2 Q. Can you identify your understanding of

3 internal constraints known to exist within New England?

4 A. Biggest constraints I understand it, number

5 one are northwest Vermont -- number one -- southwest

6 Connecticut. Number two, northwest Vermont. There is an

7 issue about the greater Boston area. And I've seen

8 although not in this case some reference to situations in

9 Maine. But I don't know. I don't have the specifics.

10 I know you've got a lot of probably industrial

11 type load saw mills, I mean pulp and paper, all kinds of

12 stuff like that. So I don't know what that situation means but

13 --

14 Q. Okay. Are you familiar with NERC's use of the

15 term controllable demand-side management?

16 A. Yes.

17 Q. Can you explain to me what your understanding

18 of what that means?

19 A. Controllable would be, I think, something

20 closer to the idea of responsive, and sort of sudden

21 responsive.  I have to use these terms. Sudden responsive,

22 and first of all "demand-side management" used here has a generic

23 definition, not the New England ISO and NEPOOL definition.

24 In other words, it refers to all kinds of load

25 response, of every type. And so therefore they are
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1 specifying it, and when they mean controllable, they mean

2 sort of sudden responsive load, and sudden responsive load

3 that is, you know, can be deployed by the operator on an

4 instantaneous basis. So it's controlled by, you know, a

5 balancing operator and so on and can respond to some signal.

6 Q. Would you say that -- I mean it would include

7 like an under voltage load shedding or --

8 A. Those things are --

9 Q. Or load curtailment?

10 A. Depends, because load curtailments are --

11 those are sort of economic when you have notice, you

12 know, that's longer notice. It depends on the notice

13 period. If it's 15 minutes or less, it would be under

14 that controllable category. If it's more than 15 minutes.

15 The problem -- I'll say this, you know, DSM has not been 

16 all it should be -- I think because of just oversight.  Developers of DSM talked to

17 loads and they said "well how much time do you need", and

18 the load said "we need at least a half hour" and no one much

19 explored the opportunities that were there to provide even

20 quicker response and how that could benefit the system in

21 ways you wouldn't think of.

22 Q. To what extent does the NERC -- does NERC

23 consider the conservation -- energy conservation as a

24 resource to address emergency reliability?

25 A. It does. Appendix to the Operating Manual I
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1 think has been referred to, develops that concept. That

2 it is uh -- it can be a significant resource.

3 Q. Okay.

4 A. Significant enough to include in the Operating

5 Manual.

6 Q. Sorry.

7 A. No problem.

8 Q. We had to quickly identify questions that we

9 could pull. Okay. Answer 4 of your testimony page 3.

10 I'm sorry. Page 3, line 17. You refer to Vermont's

11 -- in the middle of the sentence or in the middle of the

12 line, Vermont's strictly defined reliability needs. What

13 do you mean by that phrase Vermont's strictly defined

14 reliability needs?

15 A. Again this is the part what I -- you know I believe

16 hasn't seen sufficiently presented, are the emergency --

17 you know, the quick response reliability needs, that I

18 understand as a reliability issue. But let me read the

19 sentence there.

20 Q. Okay.

21 A. This distinction is I guess between TRM and

22 ATC. You know, I sort of state it by continuation in that

23 very sentence. Strictly defined reliability needs. I'm

24 basically defining it as ability to withstand instantaneous

25 emergencies as distinct from price needs. I think I make
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1 -- strictly defined reliability needs are those needs --

2 those, what is needed to withstand instantaneous

3 emergencies.

4 Q. Okay.

5 A. Specifically what is needed to withstand

6 instantaneous emergencies versus these other, you know,

7 economic price targeting needs or attempts to avoid, you

8 know, high economic prices or costs that reflect

9 activities.

10 Q. On the same page, near the bottom, the last

11 two lines, you discuss the effect that VELCO and ISO

12 witnesses have overlooked the policy and practical

13 significance of publicly posting a TRM of zero. What is

14 the -- what do you mean by the policy significance, and

15 then I would like you to answer what you mean by the

16 practical.

17 A. No. That's a very good question. I intended

18 it.

19 Q. I'm sure you did.

20 A. So publicly setting TRM to zero, I'll explain the

21 policy aspect. You publicly set a TRM to zero, nobody

22 knows what the TRM is and nobody can make a decision on

23 what's needed for the reliability, what transmission is

24 needed for strictly reliability needs versus these effect

25 -- these needs to affect, you know, pricing or economic
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1 impacts. And so without that -- although that's not a,

2 you know, that's not a direct part of the policy process,

3 to post TRM is sort of an operating thing, you know, or

4 planning thing for transmission.

5 It's very useful in the policy sense because

6 in the policy area we're trying to decide do we need this thing

7 for reliability. It is something it can look at. And

8 then ask well, here's a reliability margin, is this going

9 to be enough. For example, if VELCO comes and says, you

10 know, we are going to have a problem regardless of what

11 happens, regardless of the load, we are not going to have

12 enough reliability margin, there is no way we can meet

13 this need. That would be -- or, for example, you're part

14 of a marketplace and so there are contingencies, things

15 that occur in the market. You've got limits, but

16 there can be some single event somewhere that goes on,

17 and you just -- there is no way with the current system

18 you can build in enough TRM to protect the system from one

19 contingency. So that would be the argument of strict

20 interpretation of n minus one. And so that's where this

21 TRM is important in judging the reliability issue, and

22 then you would look for the study that shows that

23 particular point.

24 And but without that being visible and

25 expected, that invites, you know, -- that invites the
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1 bundling of this reliability issue with the economic issue

2 without a clear observable criterion, and so the TRM is

3 very useful because you can point to it and you can say it

4 will specifically show us where, you know, the system as

5 it is, without this, we are going -- you're not going to

6 be able to provide sufficient TRM.

7 Q. Is it your -- are you suggesting that you need

8 to have a TRM value and use that?

9 A. Yes.

10 Q. To apply NERC foundational standards, do a

11 deterministic study with an n-minus-one standard that you

12 need to have a TRM value for as a benchmark?

13 A. Here's how the NERC thing would work. You set

14 the TRM first. Whatever is left over. I'm being

15 general. There is also a -- called Capacity Benefit Margin

16 or CBM to insure your native load can also access

17 reliability services from outside. But I wanted to keep

18 it simple. But usually, it's TRM first, whatever is left

19 over that goes to the market in ATC.

20 Q. I'm sorry, that goes to what?

21 A. The market. That's left for the market. It's

22 sort of like the tail wagging the dog. In other words, we

23 have got to make sure that's enough. And whatever is left

24 over, it now could happen that your TRM needs to be the

25 entire capacity of the line. Who knows, to meet that one
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1 contingency or worse than that. And so there is no way.

2 We have to build the line.

3 That is extremely compelling, you know,

4 proving again there are no other alternatives to reduce

5 the situation. But that's not a case where you would have

6 any loading on the line like --

7 Q. Right.

8 A. But I mean if you could configure your power

9 flow so that somehow by loading the line in one direction

10 or another you could mitigate this. But --

11 Q. Stop right there. Explain what you mean. I

12 want you to follow-up with that. The issue of loading on

13 the line and --

14 A. Well that this is all part of power flow

15 analysis. But I'm saying that you could imagine a

16 situation where a line, you know, isn't loaded, where you

17 would need the whole capacity of a line at some moment for

18 TRM. By the way, line capacity can also be determined if

19 you have flows in opposite directions, they neutralize so

20 you've got zero. And then the issue would be, of course,

21 you would say well that makes a very compelling case for

22 transmission. It makes a very strong case for

23 transmission. But that is not to say there still could

24 not be some generation solution, you know, by, for

25 example, if the contingency comes from one direction or
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1 another, somehow, you could effectively, you know,

2 artificially increase the capacity of the line by flowing

3 some power in the direction opposite the contingency. In

4 other words, it would absorb it.

5 But in any event, you know, I'm just saying

6 that strict reliability once you can identify and

7 pinpoint it makes a much more compelling case for

8 building transmission than when you're looking at also

9 available transmission capacity where you know it's being

10 combined with the economic case.

11 Q. Does -- do the NERC planning --

12 A. All NERC planning says is do TRM first, I

13 believe. It says TRM first. And then ATC is what's left

14 over. "We care about TRM".

15 Q. But isn't it true that the NERC doesn't

16 require any posting of TRM?

17 A. No. I'm not saying it requires posting of

18 TRM. I'm just saying the NERC cares about that there is

19 enough TRM.

20 Q. Is there a specific document that you can

21 refer me to where NERC says for performing the

22 deterministic --

23 A. No.

24 Q. Let me finish the question, because the court

25 reporter -- in terms of performing transmission planning
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1 engineering studies, to evaluate system performance,

2 utilizing the n-minus-one standard that you need to first

3 establish a TRM value and then benchmark a deterministic

4 study against that?

5 A. FERC -- the planning standard specifies a

6 TRM. And that specification of a TRM, that TRM

7 specification is the requirement that needs to be met. So, you

8 know, the FERC planning standards go on to say that you

9 have to plan to have a sufficient TRM.

10 MR. MALLORY: Excuse me, are you talking

11 FERC or NERC?

12 THE WITNESS: NERC. That can happen.

13 I'll correct that. I have been saying NERC

14 all the time for the last 5 minutes.

15 MS. HAYDEN: Okay. Let me just stop you

16 there.

17 THE WITNESS: She brought up NERC. FERC

18 now we are requiring you --

19 BY MS. HAYDEN:

20 Q. Can I stop you really quickly?

21 A. Where the posting came, it came from FERC.

22 Q. Your answer a minute ago every time you were

23 referring to FERC you meant to say NERC --

24 A. In this answer. Sorry. I meant in this one.

25 Now FERC requires for OASIS, FERC came along and said we
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1 have a market out there. Now you can't pull a fast one on

2 another competitor and say sorry this thing is reserved,

3 we need it now for reliability. Can't do that. You've

4 got to be transparent. You've got to post what the TRM is

5 and the result is what the -- what basically comes out on

6 OASIS.

7 The reason that's not done in New England is

8 because in the tight ISO New England where you have a real

9 time market, this, all this -- there is no firm

10 transmission reservation any more. People just bid into the

11 real time market. And the decision about what TRM is to

12 be or how much to set aside and not schedule power, that's

13 made on a sort of hour-by-hour internal basis by the

14 system operator, and it's not posted because there is no

15 reason to post it because you're not selling firm

16 transmission, so that's why you don't get it posted here.

17 Now my point only is, all right, so you're

18 doing it that way, you're keeping the system operation, NERC doesn't

19 say you have to post it. NERC just says make sure you

20 have that in the back of your mind when you're doing your

21 system operation. I'm saying it can have adverse policy effects

22 because on the policy front, if the reliability question

23 comes up, this TRM is not transparent in any studies that

24 would show that, you know, to address the -- get

25 sufficient TRM we have to do this or that. It's
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1 combinable with everything else. You can't separate what

2 the reliability need is from what's the economic need.

3 Q. If this were an important policy consideration

4 from NERC's perspective why wouldn't NERC have a formal

5 position that TRM should be posted?

6 A. NERC doesn't care about whether this project

7 is approved or you use generation, NERC doesn't care about

8 those issues.

9 Q. I'm not talking about Vermont. I'm talking

10 generically in terms of transmission planning.  NERC cares

11 about reliability.

12 A. NERC cares about reliability. I'm not saying

13 that the NRP isn't going to meet -- possibly meet some

14 reliability need -- you know, in the end if it's big enough,

15 you're going to meet the reliability need without knowing

16 it explicitly. And all NERC is saying is make sure you meet

17 the reliability need. We are not here to tell you whether

18 you meet it economically efficiently or not. That's not

19 our business. We are just telling you meet the

20 reliability need. If you want to do it in an inefficient

21 way, that's not for us to say. Just meet it.

22 Q. Your testimony at page 31 lines 9 to 10 --

23 it's page 31 the very last page, my reading of that was

24 that you're saying in that line that avoiding construction

25 outages is the only reliability justification submitted
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1 for the 345 -- building the 345 line first.

2 A. Is that what I'm saying?

3 Q. Is that your position?

4 A. Let me read this statement here.

5 Q. Sure.

6 A. Yeah. When I say the reliability

7 justification is without a basis, it is it hasn't been

8 pinpointed that it's specifically reliability, you know, that

9 there is a reliability issue here. And remember, we have

10 the idea of contingency, you know, if you have uh planned

11 construction -- planned construction in an outage whether

12 that's considered a contingency to the extent that this is

13 a reliability issue. And how do you address it.

14 Q. So is it your position that the 345 line has

15 been proposed by VELCO solely to deal with construction

16 outages?

17 A. No. No. But I thought you brought that up

18 just now.

19 MR. SINCLAIR: No. The answer is about

20 the timing of the construction.

21 MS. HAYDEN: Okay.

22 MR. SINCLAIR: That's the point he's

23 trying to get at here.

24 THE WITNESS: It was constructing that

25 line first, the reliability justification for
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1 doing that first because of issues about, you

2 know, construction -- anyway. To avoid

3 construction -- to avoid construction outages

4 without basis, the project will harm

5 reliability by ultimately increasing the

6 import of scheduled power, what I see as a

7 long term problem. You haven't asked me this

8 question, but it is in your questions about

9 why, you know, what -- the cause of the

10 blackout. And why --

11 MR. SINCLAIR: Let's not go there until

12 she asks the question.

13 MS. HAYDEN: It is in the discovery.

14 THE WITNESS: It's in this last portion

15 of the statement.

16 BY MS. HAYDEN:

17 Q. The where -- is -- where is?

18 A. Where I say it will ultimately harm the

19 reliability by increasing the import of scheduled power.

20 If you're going to ask me to explain that, that will

21 address that question.

22 Q. I might. I'm going backwards. It's possible

23 that it's in there. I think we left that as a question

24 for you. Now I lost my train of thought.

25 A. Sorry.
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1 Q. That's okay. Based on what you've reviewed

2 from the VELCO filing, would you agree that the 345

3 element of the project is the most robust in terms of --

4 robust portion of the project in terms of addressing the

5 existing reliability exposure, do you have any opinion on

6 that?

7 MR. SINCLAIR: Can you -- do you know

8 what she means by robust?

9 THE WITNESS: What you mean by

10 reliability exposure. The issue again is the

11 reliability aspect hasn't been defined.

12 BY MS. HAYDEN:

13 Q. In your opinion the reliability aspect --

14 reliability concern hasn't been sufficiently defined

15 because VELCO hasn't identified the TRM?

16 A. Well that's part and parcel of it. Because in

17 order for me to understand the true reliability aspect,

18 you would need to expose the TRM and segregate these two

19 issues.

20 Q. So what about the load flow contingencies that

21 show under certain -- with loss of Highgate and a breaker

22 failure at Vermont Yankee, we have a voltage collapse

23 situation?

24 A. Well if there is a sudden failure, but then

25 there are other reactive issues. Ways to address reactive
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1 power, is addressed locally, and you can have resources

2 availability for that. When it's an issue of real power,

3 you can have, you know, there are pricing solutions -- you know, if

4 you're saying the assumption is that there is no price

5 adjustment, we are in fixed price regime, or you're saying

6 statewide, you know, regulatory price situations don't

7 change, you know, that's -- that's preempting that

8 solution, and that's not a reliability issue.

9 Q. On page 29 of your testimony, beginning on

10 line 16, you say that this panel, and you're referring to

11 the technical panel, certainly could have calculated the

12 amount of reactive power needed in lieu of the 345 line to

13 avert voltage collapse. And then the costs of for

14 obtaining the reactive power through an alternate means.

15 A. I haven't done a survey of that.

16 MR. SINCLAIR: Let her ask the question.

17 MS. HAYDEN: That was my question.

18 BY MS. HAYDEN:

19 Q. Have you done any analysis that suggests that

20 there is some other alternative that would be reliable

21 and economic?

22 A. Well you're bringing economic into it. I'm

23 saying there are alternatives that would be reliable but

24 when you say economic, you know, we are asking -- so

25 anyway, I'm saying there are -- there are, there are --
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1 there would be other alternatives.

2 Q. Is it important to your opinion that you're

3 rendering in this case that the Public Service Board --

4 one of the criteria that the Public Service Board has to

5 address under Section 248, that's the statute that governs

6 factors that the Board has to review, in evaluating

7 whether to approve this project, that the Board has to

8 find that the project will result in an economic benefit

9 to the state? So that the economic aspect is also an

10 issue that the Board will ultimately consider?

11 A. Of course, but when you open the economic

12 aspect, you open the entire economic aspect which means

13 the issue of price response, but if you're saying we are

14 only going to open part of the economic issue, and we are

15 going to allow this sort of fixed price regime to occur,

16 and we are doing all the other things to protect that,

17 it's sort of robbing Peter to pay Paul.

18 Q. But in your -- are there -- what other

19 reactive power -- alternate means to obtain reactive power

20 to meet the need that the 345 line would be addressing?

21 A. There are condensers. There are various

22 things, you know, these are costly and expensive but there

23 are ways to address it, you know.

24 Q. Okay. So synchronous condensers?

25 A. Synchronous condensers. Adjust taps on transformers
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1 and -- you can apportion a certain amount for reactive

2 power versus real power.

3 Q. Did you evaluate the VELCO testimony to see if

4 they had looked at the extent to which synchronous

5 condensers could --

6 A. What I get out of VELCO, if you can do it at

7 the transmission level, why bother doing it at the

8 substation level and so on. So they kind of dismiss it as

9 kind of, you know, getting less for more or something like

10 that. So, but there are, you know, alternatives -- now

11 they say that, without having presented an analysis of that

12 either. So we are sort of left to draw conclusions.

13 Q. Page 23 of your testimony, on lines one and

14 two.

15 MR. SINCLAIR: Page 23?

16 MS. HAYDEN: Yeah. 23.

17 MR. SINCLAIR: Lines what?

18 MS. HAYDEN: 1 and 2.

19 BY MS. HAYDEN:

20 Q. You say you're not aware that VELCO itself has

21 maintained useful data about the availability of its

22 transmission facilities.

23 A. Yeah.

24 Q. What investigation did you conduct to reach a

25 conclusion that VELCO --
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1 A. I said I'm not aware. So that's the point.

2 I'm not aware. I don't know we -- we don't know what

3 information they have. And it is generally -- I think

4 generally the case in the industry, that data is not kept

5 exhaustively on transmission events or load events like

6 data is kept on generation events.

7 Q. Did you consult with counsel to determine

8 whether or not any discovery had already been filed to

9 request this data, or did you consider asking VELCO about

10 the historic data?

11 A. Only from MY point of view because I

12 understand it's just something the industry doesn't really

13 keep on a regular basis. So you know, why ask VELCO to do

14 --

15 Q. Okay. Page --

16 A. I have a one sentence clarification of the

17 previous question.

18 MR. SINCLAIR: To the ones you just

19 gave?

20 THE WITNESS: The previous one. It was

21 about when you were comparing the reactive

22 power which could be more expensive than the line.

23 My point was that if you're defending the

24 entire cost of the line for the purpose of

25 providing reactive power, and you're saying
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1 there are other solutions to that reactive

2 power, but I was not saying that those

3 reactive power solutions are, you know, exceed

4 the cost of the entire transmission line.

5 I'm only saying if you're using the

6 entire transmission line to provide -- solely

7 to provide reactive power to avoid, you know,

8 other alternative ways of providing reactive

9 power, which may-be from just addressing

10 reactive power are cheaper from what you're

11 getting out of the transmission lines, you're

12 paying for a lot more on the transmission line

13 besides reactive power.

14 BY MS. HAYDEN:

15 Q. Is it your understanding that VELCO is

16 proposing the 345 line solely for their reactive power

17 benefits?

18 A. No. But the issue has come up. So that was,

19 you know, my reasoning was that, you know, if you're

20 looking to provide reactive power, you know, it's not

21 necessarily you have to build a whole transmission line.

22 It has other aspects.

23 Q. Okay. On page 11 of your testimony -- we are

24 making progress. Lines 3 through 6. Where you talk about

25 the southwest Connecticut gap RFP. Is it your
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1 understanding that the southwest Connecticut gap RFP is

2 intended to solicit resources as long-term solutions to

3 southwest Connecticut's reliability needs?

4 A. There are immediate solutions. Naturally, you

5 know, there are concerns following the blackout and the

6 general situation there. So that this -- so, you know, my

7 understanding is that it certainly addresses immediate

8 needs.

9 Q. Was the intent -- have you reviewed the gap

10 RFP that was issued?

11 A. I haven't looked at it in its totality, but I

12 do know there is a heavy component, for example, there is

13 also a 10 minute response and reserve component and so on

14 that it is intended to address. Those are also -- 10 minute

15 responsive reserve is a long term solution. It's

16 addressing the immediate problem.

17 If you're asking me whether it's to address

18 some kind of long-term supply need in terms of meeting

19 demand, that's another issue.

20 Q. Yes.

21 A. And also an issue about whether that's

22 reliability. But -- and my, you know, I haven't examined

23 that thoroughly but my impression is that it may not be a

24 long term economic -- you know, there may not be a

25 long-term economic objective in that RFP.
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1 Q. Do you know the types of resources that

2 southwest Connecticut utilized this summer that were as

3 resources for the gap RFP?

4 A. Well there was some -- wasn't there sort of

5 temporary generation, other types of things like that?

6 Q. Are you suggesting that that would be an

7 appropriate response for Vermont to bring in temporary

8 generation?

9 A. Well if it's to resolve some of these interim

10 issues that you're talking about, you know.

11 MR. SINCLAIR: I just want to -- maybe

12 this is not appropriate. But I want to make

13 sure this is understood. You folks are

14 talking at odds about definitions of

15 reliability. When he talks about reliability

16 he's talking about emergency reliability. So

17 his answers -- we need to make sure when he

18 uses that term, that's his definition. And

19 it's almost like you have two languages.

20 MS. HAYDEN: That is something you can

21 do on redirect. I don't mind that you clarify

22 it in the deposition. But --

23 THE WITNESS: Let me clarify what I just

24 said.

25 MR. SINCLAIR: That's --
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1 THE WITNESS: Can I?

2 MR. SINCLAIR: I think you've answered

3 the question.

4 THE WITNESS: Well actually there is a

5 meaning that I didn't quite pick up when she

6 asked it, that's why I would like to address

7 it.

8 BY MS. HAYDEN:

9 Q. That's fine.

10 A. Can I?

11 Q. Yes.

12 A. For example, you could mean temporary

13 generation to meet some forecasted load demand because you

14 don't have pricing to adjust for it, so you need to provide

15 generation for it. Again the issue of if that's

16 reliability or not.

17 Q. Isn't that, in fact, what's going on in

18 southwest Connecticut? They have exceeded their capacity

19 and load is growing, and they don't have resources in

20 place to --

21 A. Well they don't -- and we have the issue, and

22 there is not price response. Again if it's -- you know,

23 the issue of a regulated price or the load can't respond

24 and your only choice is to -- I'm not talking about DSM.

25 I'm talking about normal load response to market, then
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1 generation building is your only alternative.

2 I'm not saying they are not mixing up the

3 economic reliability, but I'm saying that maybe the

4 economic basis they are looking at mercifully may be at a

5 shorter term. It's less bad to do -- to mix it up if it's

6 a shorter term basis if you're making longer term economic

7 decisions on a pretext -- I don't want to say pretext, but

8 maybe on an unclear understanding that this is

9 reliability. I think that's far more dangerous.

10 Q. What's the term of the RFP? I don't mean the

11 RFP itself, the request, but the -- what is the term for

12 the resources that have been called under that gap RFP, do

13 you know?

14 A. I don't remember. But -- it just seemed to me

15 like a kind of mid -- short to mid term type of situation.

16 Q. What do you consider short to mid term?

17 MS. SPARLING: Yes.

18 A. Like 5 years. But anyway, I'm not thinking --

19 Q. I ask that you not talk to the witness. This

20 is my deposition of this witness.

21 THE WITNESS: By the way, the

22 reliability components are there. Well, of

23 course, I mean you're going to be signing

24 contracts for reserves and so on. One of the

25 issues that we have right now in the market,
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1 and this is a market issue, is that it's very hard

2 to get people to come into the market, to

3 commit long-term resources because of

4 uncertainties.

5 So for example, when you're talking

6 about five years, that's sort of the length of

7 time that the market would support now to commit

8 long, commitment of long-term resources. So

9 that's basically a decision. That's as far a

10  planning horizon that you can really

11 legitimately handle.

12 In fact, NERC reduced its planning

13 horizon and its reliability assessments which

14 are just reports basically on long range sort

15 of forecasts or expectations in the industry.

16 Used to be 10 years, and then they collapsed

17 it down to 6. And, you know, it's just really

18 a matter of -- it's really a reflection of

19 where the investor market is, or the

20 long-term capital market is, at the time.

21 BY MS. HAYDEN:

22 Q. Just Vermont's 2004-8 the five year is the

23 trigger for requiring any review of upgrades too, so

24 that's -- long-term contracts.

25 A. That's where we are. There are times where
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1 people could think longer term.

2 Q. All right. I'll try to make this quick. Page

3 7 of your testimony. Lines 4 through 6 you refer to a

4 term pro-reliability DSM measures. And I just want to

5 understand what you mean by pro-reliability DSM measures,

6 and if you can just give me an example?

7 A. Can you give me --

8 Q. Yes, page 7 lines 4 through 6.

9 A. I think by the way when I'm -- talking about

10 DSM here I'm referring to the generic -- the general DSM

11 concept rather than the specific one. So I think that is

12 just -- didn't seem to be aware that demand -- there was

13 any -- because the discussion came to, any demand side

14 measures don't have any quick response capability. And so

15 I was referring to the fact here that what I call pro-

16 reliability are quick response types of DSM. Meaning that

17 --

18 Q. Controllable?

19 A. Such as controllable or, yeah, basically what

20 I'm referring to as reliability, it's controllable type of

21 stuff. You know 15 minutes or less.

22 Q. On page 6 of your testimony, at lines 19 to

23 21, you say -- I'm sorry, 19 to 21 you say that the ISO

24 New England programs, and you're referring to their DSM

25 programs or demand response, I think, lack the basic
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1 features recognized and recommended in the NERC manual.

2 What basic features do the ISO demand response programs

3 lack?

4 A. They lack any reliability features that NERC

5 discusses in that appendix.

6 Q. Give me an example.

7 A. Short -- I mean -- well first of all,

8 described so as Mr. Mallory described.  He did not describe

9 what's now the new 10-minute response reserve, what it's

10 going to be looking for.  So keep in mind I was addressing

11 his testimony. And so there was nothing in there that,

12 you know, was providing -- in fact, he was counter factual

13 to that. Saying that there wasn't any, you know, seemed

14 to me that there weren't any -- that load -- that there

15 were no, you know, there is no reliability load

16 responsiveness. And those are all, you know, none of the

17 programs that he described tapped that potential.

18 Q. And give me an example. I don't know what you

19 mean by reliability load responsiveness.

20 A. Anything that's called within 15 minutes.

21 Q. Okay.

22 A. So we can sort of generic that. So there is

23 nothing he cited there that --

24 Q. And you said you've looked at the ISO Web

25 site. That's your opinion --
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1 A. What?

2 Q. In your testimony here you say and reviewed by

3 me on ISO's Web site?

4 A. Yeah. As I saw the testimony and what I saw

5 in the Web site it could be referred -- I didn't look at

6 -- I can't claim to have done a completely exhaustive

7 review of the Web site, but from what I saw in my perusal,

8 I didn't see anything.

9 Q. Okay. Off the record.

10 (A discussion was held off the record)

11 BY MS. HAYDEN:

12 Q. And I asked you in question 107 of the

13 discovery which we withdrew to identify the text of NPCC

14 document, NEPOOL planning procedure 3, that restricts the

15 meaning of contingencies to mean sudden contingencies

16 only.

17 A. They don't.

18 Q. They don't. Okay.

19 A. I'm not sure that -- how specific they are in

20 describing contingencies, in other words. What I mean is

21 that they are not -- I don't believe it's explicit in

22 there.

23 Q. In your opinion, is the term reliability as

24 the NPCC uses it in document A-2 and as NEPOOL uses it in

25 planning procedure 3, are they referring to economic
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1 reliability as you've defined that or to emergency

2 reliability?

3 A. They are referring to both.

4 Q. Both.

5 A. Bundled idea.

6 Q. Bundled. Okay.

7 A. I believe.

8 Q. On page two of your testimony, on line 6.

9 A. Yes.

10 Q. You say reliability to weather emergencies

11 which we will call emergency reliability is what the NERC

12 standards address. Would emergencies that result due to

13 animals -- animal contact with tree, other contact between

14 -- animal contact with the line, tree contact, equipment

15 failure, human failure, those are all--

16 A. Yeah. Admittedly the word -- for abbreviation

17 purposes, that the word "emergency" is a little overstated.

18 It means really suddenness. So those count as events.

19 They are sudden.

20 Q. And they don't all have to be weather related

21 or initiated by a weather event?

22 A. No. No, no, no. Reliability to "endure"

23 emergencies. That's what "weather" means. Endure.

24 Q. I see. We all misunderstood that.

25 A. I didn't realize when I said it, I didn't
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1 realize the possible opportunity to misinterpret it. In a

2 trivial sense. I was hoping I could give you one good

3 answer to that question, which is "endure".

4 Q. Yes. That's a good answer. On page one line

5 13. It's lines 12 and 13 you say that Mr. Mallory's

6 rebuttal testimony suffers from confusion about

7 reliability standards, misunderstanding of how load

8 response and demand-side management can satisfy

9 reliability standards. And my question is when you refer

10 to demand-side management, you've got initial gaps in

11 testimony, do you include in that concept energy

12 conservation?

13 A. Here I use the two terms load response and

14 demand side so I'm probably referring to DSM as more as

15 the -- as the interpretation New England is giving of it

16 as sort of capital expenditure type of, you know, fixed

17 capital expenditure type of thing.

18 Q. So does that include energy conservation?

19 A. Yeah.

20 Q. Where -- in what way did Mr. Mallory -- was he

21 confused about what NEPOOL or how NEPOOL interprets or

22 utilizes conservation measures in terms of planning?

23 A. Well you see first of all we have reliability

24 standards. So we have the issue we're talking about strict

25 reliability standards or reliability as defined by NEPOOL.
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1 Q. Mr. Mallory's testimony was that conservation

2 measures are used to adjust forecasted loads in NEPOOL

3 planning. Do you agree or disagree with that?

4 A. They do. I think it's bad -- I think it's a--

5 I think it's faulty on NEPOOL's part.

6 Q. So Mr. Mallory wasn't confused in terms of his

7 understanding on that aspect; is that right? He described

8 the NEPOOL practice to utilize --

9 A. He took NEPOOL's practice to utilize it as

10 load reduction.

11 Q. Right.

12 A. If I could be a little liberal in my

13 characterization. Not to mean any offense, but as a --

14 you know, as a way to ignore it. In other words, since

15 they classify it as load, I'm going to have to think about

16 it. Whether classifying as load reduction, whether

17 classifying it as load reduction does justice to what's

18 actually going on. "I don't have to worry about it since

19 the name is load reduction", it's strictly not called

20 reserve, "I don't have to think about it any more".

21 And anyway I think that's -- I think that's as

22 far as it can go and be justified by the standard. But

23 when you look beyond the mere classification into whether

24 is this really equivalent, you know, you call it a load

25 reduction, it doesn't officially count as a reserve, but
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1 when you look at what's really going on, is it in fact, if

2 you did classify it the other way, would it in fact, you

3 know, have reserve benefits. At the risking --

4 Q. That's fine. I just -- that's fine. That

5 answer I think is complete for what I was asking.

6 The southwest Connecticut gap RFP included

7 demand response as a possible resource. Were you aware

8 that they included a liquidated damages provision in the

9 contract for demand -- for demand response?

10 A. Right. So that that would in a sense

11 discourage it a little bit. Maybe I'm misinterpreting it.

12 Liquidated damage is sort of, you know, if the demand

13 response doesn't show up or isn't there, basically they

14 are on the hook. But if a generator, you know, through

15 whatever management he has doesn't supply, he's not

16 penalized.

17 Q. Were you aware that that was a provision in

18 the contract?

19 A. I haven't looked. I mean you're -- was I

20 aware that there was a liquidated damages provision?

21 Q. A-hum.

22 A. Along the way, but it's not something that,

23 you know, maybe in this discussion, that I looked at or

24 that I considered other than my general opinion to you

25 that it's not exactly something that encourages
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1 demand-side management, and in fact, could be viewed as

2 unfair because generators might not be subject to the same

3 type of -- but I can't speak to that. I don't know what

4 the generation contracts contain.

5 Q. I was going to ask that.

6 A. It would raise a question to be sure. If it

7 were liquidated damages are only on demand side, one would

8 ask what's that all about. How come generation doesn't

9 get that kind of treatment?

10 Q. Would it be -- is it possible because of the

11 risk that the resources wouldn't perform?

12 A. Well you adjust the damages. There is a

13 likelihood issue, it's all insurable, and it's all

14 adjustable.

15 Q. Isn't that what a liquidated damages clause

16 is?

17 A. But you would adjust the damages by the

18 likelihood and the extent of the damage. In other words,

19 if the generator is a little less likely, well you know,

20 the penalty is less. Something like that. He has to

21 insure himself for less money. But to call it all or

22 nothing, you know, the generators are off the hook and

23 these guys have to pay liquidated damages, it seems to me

24 a little asymmetric.

25 Q. Is that your understanding --
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1 A. Yeah. I have the general impression it's the

2 old industry bias that generation can do no wrong and

3 loads are always responsible for problems, you know.

4 Which the blackout, was quite different in this blackout.

5 But we won't get into that.

6 Q. Okay.

7 A. And plus we have the new reality of merchant

8 generation so you've got independent owners that will balk

9 at anything if it adds to their cost, and they have a lot

10 more power than loads do in terms of litigation capability

11 and so on.

12 Q. Have you conducted any site visit of any of

13 the VELCO facilities, the existing or areas where

14 facilities are proposed to be expanded with the Northwest

15 Reliability Project?

16 A. No.

17 Q. Have you been to Vermont before today?

18 A. Of course. I used to live in Montreal. You

19 know, it was easy to come down here. My cousin -- when I

20 was a kid I used to come here. He was on the Lake

21 Champlain, you know, Board of Governor's of the Lake

22 Champlain Conservation from Orwell.

23 Q. I'm going to ask you the questions that Mr.

24 Adler requested I ask because he couldn't attend today.

25 With respect to your testimony on page 18, line 17 to 19
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1 and this is from question 92 that the DPS withdrew.

2 MR. SINCLAIR: This is the Department of

3 Public Service now asking.

4 THE WITNESS: Right.

5 BY MS. HAYDEN:

6 Q. Page 18, line 17 to 19. The question is

7 please provide your estimate if any of the amount of PTF

8 funding that Vermont has received to date since the

9 inception of PTF and the basis for that estimate.

10 A. This is my 17 -- this is on page 18. Let me

11 read this. Okay. So you're asking me if I took stock of

12 how much PTF funding has already been disbursed in

13 Vermont, you mean, for previous projects?

14 Q. The amount of PTF funding that Vermont has

15 received to date since the inception of PTF.

16 A. And quite frankly I have to tell you that I'm

17 not aware of the history of PTF and how long it's been

18 around so I have not looked at how much -- let's put it

19 this way. How much damage has been done by -- damage, I'm

20 alleging here has already been done or, you know, so my

21 answer is that I haven't looked at the history of this.

22 Q. Have you looked -- so you haven't looked at it

23 for Vermont, you haven't looked at it for other New

24 England states in terms of calculating the amount of PTF

25 funding they have received or paid?
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1 A. No.

2 Q. Okay.

3 A. And so I'm not basing my claim on an empirical

4 study but rather on a, you know, a reason study. In other

5 words, this is an economist who looks at if you do price

6 signals and do this this way, this is likely to happen.

7 It's almost like a thought experiment but I haven't done

8 an actual empirical analysis and show this is how it

9 distorted everything and this and that.

10 Q. You haven't done a historical empirical

11 analysis, and you haven't done an analysis looking

12 forward how much -- under RTEP how much PTF funding

13 Vermont will receive and pay for and the same for other

14 states?

15 A. Not so much. But as I say, it protects our

16 consumers from facing the full cost of their consumption.

17 The full cost -- what percentage of their cost they are

18 avoiding. I haven't done a detailed analysis of the

19 impacts other than to know as an economist not facing the

20 full cost of anything is bad. The issue is how bad. I

21 haven't looked at how bad.

22 Q. Have you done any analysis -- this is --

23 you've described kind of an economic concept. But have

24 you done any empirical analysis even back-of-the-envelope?

25 A. Yeah. You can do -- as I said, it's a thought
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1 experiment. I hate to say this, but it's kind of common

2 sense. Economist sense.

3 Q. I'm going to ask if you have done it. I'm

4 talking about for Vermont and Vermont within New England?

5 A. You're right, and I have not specifically

6 done, you know, a detailed analysis of this or how much,

7 if it were this much, how much it would distort behavior.

8 And then you have to go on and say --

9 Q. I'm not asking for a detailed. If you've done

10 any empirical analysis, even if it's back-of-the-envelope

11 that's been documented, I would like to get a copy of

12 that.

13 A. For this, no, you're right. I haven't done

14 anything like that.

15 Q. No, that's the end of it.

16 MR. SINCLAIR: Good. Great.

17 (Whereupon, the proceedings were

18 adjourned at 5 p.m.)
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