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          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2                 CHAIRPERSON RIVERA: Good afternoon,

          3  ladies and gentlemen. At this point in time I would

          4  like to ask all people to put their cell phones on

          5  vibrate or to turn them off.

          6                 Good afternoon. I am Council Member

          7  Joel Rivera, the Majority Leader of the New York

          8  City Council, and Chair of the State and Federal

          9  Legislation Committee.

         10                 I'd like to welcome you here today to

         11  the joint hearing by the State and Federal

         12  Legislation Committee and the Environmental

         13  Protection Committee to discuss the blackout of

         14  2003.

         15                 We are also joined today by members

         16  of both committees. To my extreme right we have

         17  Margarita Lopez. We also have Council Member Jose

         18  Serrano. To my left we have Council Member Joe

         19  Addabbo, we have Council Member Hiram Monserrate, we

         20  have Council Member Peter Vallone.

         21                 The New York State Assembly and the

         22  United States Congress have held a number of

         23  hearings discussing the blackout of 2003, it is

         24  crucial that the hearings addressing this blackout

         25  be held in New York City and also by the New York
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          2  City Council, and today is the first of such

          3  hearings to take place.

          4                 As you already know, August 14, 2003

          5  the United States experienced the largest blackout

          6  in US history. As you probably already know, this

          7  spanned from New York, New Jersey, Connecticut,

          8  Vermont, Pennsylvania, to Michigan and/or Ohio and

          9  the province of Ontario, Canada, as well.

         10                 The effect of the blackout on New

         11  York City has been striking and alarming. Many New

         12  Yorkers remained without power for over 24 hours and

         13  unfortunately some did not have power up to 36 hours

         14  later.

         15                 In addition, New York City was one of

         16  the last places to receive its power back on.

         17                 One of the reasons why we are here

         18  today is to find out why that was. The economic

         19  impact of the blackout has also been tremendous. The

         20  total impact of the blackout on US workers,

         21  consumers and taxpayers, has been estimated at a

         22  loss approximately $6.4 billion.

         23                 The cost to New York City alone has

         24  been estimated over $1 billion, as per the New York

         25  City Comptroller's Office.
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          2                 Such an event warrants a full-scale

          3  inquiry. We must seek to understand the events

          4  leading up to the blackout and the effects it had on

          5  the City.

          6                 We must also identify steps that we

          7  can take to prevent such an event from occurring

          8  again in the future.

          9                 One critical issue that has surfaced

         10  after the blackout is the confusion that currently

         11  exists within the energy industry regarding which

         12  entity has the primary responsibility for the

         13  industry's reliability.

         14                 Given that failures in the

         15  transmission systems have been identified as a

         16  potential cause of the blackout, we must focus on

         17  determining which entities bear primary

         18  responsibility for ensuring the reliability of the

         19  transmission system.

         20                 The New York State Attorney General

         21  contends that the New York State Public Service

         22  Commission has the authority to order the

         23  construction of transmission facilities, however,

         24  PSC has searched that it does not have the authority

         25  to initiate the construction of transmission
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          2  facilities until the federal energy regulation

          3  commission approves the rates.

          4                 Resolving these jurisdictional issues

          5  is critical to ensuring that the City's transmission

          6  systems remain reliable and effective.

          7                 Today we seek clarity on this

          8  critical issue. New York City also experienced many

          9  environmental effects from the blackout which my

         10  colleague, Council Member Gennaro, Chair of the

         11  Committee on Environmental Protection would address

         12  further.

         13                 CHAIRPERSON GENNARO: Thank you, Mr.

         14  Chairman. Thank you, colleagues. Thank you, all of

         15  you, for coming here today.

         16                 I have a prepared statement but Joel

         17  covered most of what I was going to say and I think

         18  he did it very well.

         19                 With regard to the environmental

         20  issues, because of the blackout, because of the

         21  failure of back-up generators at sewage treatment

         22  plants, we did have almost half a million gallons of

         23  raw sewage that did get onto local waterways and

         24  something that we'll be probing in depth with the

         25  Bloomberg Administration.
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          2                 I know that they're doing their own

          3  inquiry on all aspects of the blackout and they have

          4  a report that will be out either later this month or

          5  early next month. We certainly look forward to that,

          6  and we certainly look forward to working with them

          7  to getting past some of these problems.

          8  Particularly, if you have any other even localized

          9  blackouts, certainly we don't want to have a half a

         10  million gallons of sewage in our local waterways.

         11                 I'd also like to take this

         12  opportunity to thank the people who will be with us

         13  today in advance, like the Midwest ISO, the New York

         14  State ISO and many of the people who will be

         15  witnesses before us today who actually don't have to

         16  be here today but came here after our request, and

         17  we're grateful to have them here. We look forward to

         18  them shedding some light on what happened and what

         19  steps they'll be taking to make sure that the

         20  country never has to go through anything like this

         21  again.

         22                 So, with that said, I'd like to call

         23  our -- I'd like to thank the staff of the Council

         24  for their great job in putting this hearing

         25  together, the staff of both these committees, I
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          2  greatly appreciate their efforts and the efforts of

          3  the Speaker's Office were very helpful in putting

          4  this whole thing together.

          5                 So, without further ado, I'd like to

          6  call our first witness. It will be the people from

          7  the Midwest ISO. Okay, we have Mr. Jeff Webb, Alex

          8  DeBoissiere, from the Midwest ISO, and we have a

          9  tradition here in the Council of swearing in our

         10  witnesses. I'm sure most of the legislative bodies

         11  that you've come before have that practice, so we'll

         12  have the Counsel to the Committee, Donna DeCostanzo,

         13  give you their oath, after which you could state

         14  your name for the record and proceed with your good

         15  testimony.

         16                 MS. DeCOSTANZO: Please raise your

         17  right hand.

         18                 In the testimony that you're about to

         19  give, do you swear or affirm to tell the truth, the

         20  whole truth and nothing but the truth?

         21                 MR. WEBB: Yes.

         22                 MR. DeBOISSIERE: Yes.

         23                 MS. DeCOSTANZO: Thank you.

         24                 CHAIRPERSON GENNARO: It's kind of a

         25  New York trick, when the light is off the mic is on.
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          2                 MR. WEBB: Right. I figured that out.

          3  Well, good afternoon, Chairman Gennaro, Chairman

          4  Rivera and members of the Environmental Protection

          5  and State and Federal Legislation Committees. My

          6  name is Jeff Webb. I'm the Director of Planning for

          7  the Midwest ISO, which is located in Carmel,

          8  Indiana.

          9                 I'm joined today by my colleague Alex

         10  DeBoissiere, who is the Vice President of Government

         11  Relations for the Midwest ISO. We'd like to thank

         12  the Committees for allowing us to appear today to

         13  provide what insights we can concerning the

         14  circumstances surrounding the power outages of

         15  August 14th.

         16                 Before discussing the events

         17  surrounding the blackout, first let me provide the

         18  Committees with an understanding of the Midwest

         19  ISO's background and our credentials.

         20                 The Midwest ISO was formed in 1998

         21  and is the nation's first voluntary regional

         22  transmission organization that did not originate

         23  from a legislative mandate or against the backdrop

         24  of a tight power pool.

         25                 The Midwest ISO is also the first
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          2  entity that was found by the Federal Energy

          3  Regulatory Commission to be an RTO, or a Regional

          4  Transmission Organization.

          5                 The Midwest ISO's region covers

          6  portions of 15 states in the Canadian province of

          7  Manatoba. Our current role is that of a certified

          8  North American Electric Reliability Council, or NERC

          9  reliability coordinator.

         10                 As a reliability coordinator, the

         11  Midwest ISO monitors, flows on key transmission

         12  facilities. We'd also develop day ahead plans, we

         13  conduct next-hour analyses regarding the high

         14  voltage grid, and we communicate with the control

         15  areas in our region that have the primary control

         16  capabilities to open and close transmission circuits

         17  and to redispatch generation.

         18                 Personally I have been involved in

         19  the planning of various facets of the interconnected

         20  bulk electric power system throughout my 27-year

         21  career through participation in the NERC Planning

         22  Committee and also on the NERC Planning Standard

         23  Subcommittee.

         24                 In addition, I spent more than 20

         25  years planning the transmission system in various
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          2  aspects for a major Midwestern utility before

          3  joining the Midwest ISO.

          4                 Alex has worked in a variety of

          5  executive positions over the past 15 years with the

          6  Synergy Corporation and Tenaco, Incorporated. Prior

          7  to that he was an attorney in the General Counsel's

          8  Office of FERC.

          9                 As background, and in response to the

         10  Council's request, I'd first like to discuss the

         11  interconnected bulk power system to which I've just

         12  referred. This is the network of transmission

         13  facilities that forms the higher voltage backbone of

         14  the power delivery system throughout the country.

         15                 This is the transmission system from

         16  which much of the electrical needs of New York City,

         17  as well as all other cities east of the Rocky

         18  Mountains actually, and outside of Texas are served.

         19                 There are three separate

         20  interconnections in the United States. These are

         21  referred to as the Western system, which is west of

         22  the Rockies, the Texas system, and the remainder

         23  that is referred to as the Eastern Interconnection.

         24                 There are great benefits to

         25  interconnecting the transmission grid. First, it
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          2  provides a means of delivering power to loads when

          3  nearby generation supplies may be in short supply.

          4  It also provides a means of importing emergency

          5  power needs to the local power system.

          6                 It allows each local system to reduce

          7  the amount of generation capacity that it would

          8  otherwise need to have sited and installed in order

          9  to maintain the same levels of reliability.

         10                 It provides for economic power

         11  exchange when the demand diversity between systems

         12  is such that lower cost power might be available

         13  from distant systems.

         14                 Now I'd like to talk a bit about what

         15  we know regarding the analysis that's been done to

         16  date in the Midwest. A number of events affected

         17  what happened in the Eastern interconnection on

         18  August 14th. Some are surely related to the

         19  separation and the substantial loss of loads that

         20  occurred, and others of these events are likely

         21  unrelated.

         22                 During the morning and into the

         23  afternoon, the Midwest ISO personnel were in contact

         24  with various control area operators in our territory

         25  and also with the PJM interconnection, which is a
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          2  reliability coordinator to the east of us.

          3                 We were in communication with these

          4  organizations about the events of the day, which by

          5  the afternoon had included the outages of several

          6  high voltage transmission lines. During the course

          7  of our proceeding the cascading event, after the

          8  loss of a large generating unit in Northern, Ohio

          9  had already occurred, several transmission line

         10  outages also occurred in the Ohio area.

         11                 During this period, the Midwest ISO

         12  operator was in contact with the neighboring

         13  reliability coordinator at PJM, as well as with the

         14  control area operators within our territory.

         15                 At this point in time the issues did

         16  not seem to implicate a regional problem. Things

         17  began to change by about 4:09. By 4:10 eastern

         18  daylight time, portions of the eastern

         19  interconnection were separating from one another and

         20  the loss of significant load was only second to

         21  minutes away.

         22                 At 4:19 the Midwest ISO initiated a

         23  NERC coordinating call between the North American

         24  Electric Reliability Council and the Regional

         25  Reliability Coordinators throughout the country.
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          2                 During that first call, the issues

          3  became to ascertain the system conditions and the

          4  commencement of restoration activities.

          5                 Generally when a disturbance occurs

          6  on the transmission system, the first line of

          7  defense is a system of protective relay devices that

          8  act to isolate and protect transmission equipment.

          9                 If this equipment is not

         10  disconnected, the facility itself and other

         11  equipment as well, including generators, could be

         12  damaged by the high short circuit current or by

         13  resulting power swings.

         14                 Protecting equipment preserves costly

         15  capital and permits more rapid restoration of

         16  facilities to their normal operating state.

         17                 More importantly, short circuited

         18  facilities have to be disconnected in order to

         19  prevent a safety hazard.

         20                 Great care is taken to coordinate and

         21  set within each system the protective devices so

         22  that the minimum number of facilities will be

         23  tripped or taken off line in response to abnormal

         24  conditions.

         25                 In addition, frequently disconnected
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          2  facilities are often reconnected immediately, and

          3  automatically when the protective devices determine

          4  that the short circuit is of momentary nature.

          5                 Normally disconnection of a failed

          6  transmission or generation facility will isolate a

          7  problem, and the problem will be either eliminated

          8  or limited to a very localized area of the grid.

          9                 When a part of the transmission

         10  system is removed at any time, flows on other

         11  facilities are immediately rerouted.

         12                 An early picture of significant

         13  events that occurred before and during the cascade

         14  led to the blackout has been developed by the joint

         15  US Canadian Power Outage Task Force.

         16                 This picture shows that multiple

         17  events involving both generators and transmission

         18  lines at different voltage levels occurred across

         19  several different control areas during the day prior

         20  to the onset of the rapid collapse.

         21                 This investigation is continuing to

         22  determine why the blackout happened, as well as

         23  which operations performed as designed and which did

         24  not.

         25                 I would also like to add that as part
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          2  of our normal operations, the FERC has stationed two

          3  of its professional employees in our headquarters.

          4  Among the valuable assistance that they provided on

          5  August 14th, these federal employees allowed Midwest

          6  ISO to have a single point of interaction with

          7  various federal entities concerned with the outage

          8  and its possible causes.

          9                 As we continue to work with the

         10  investigators, let me take this opportunity to share

         11  some preliminary observations with the committees.

         12                 First, the equipment that was

         13  designed to protect transmission lines and

         14  generators during cascading events operated

         15  successfully to isolate equipment before there was

         16  permanent damage to the equipment.

         17                 This was important because it

         18  shortened the time period of the restoration

         19  efforts, because had protection systems not operated

         20  to protect individual components as designed, the

         21  power production and delivery systems could have

         22  been severely hampered for many months.

         23                 While the blackout was extensive,

         24  automatic protective systems did keep the blackout

         25  from spreading even further than it did.
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          2                 Considering the size of the area

          3  impacted, the restoration proceeded in an orderly

          4  manner, and much of the load was restored within 48

          5  hours of the initial disruption.

          6                 Control areas have the primary

          7  responsibility to restore their systems while

          8  maintaining a balance of resources and load. The

          9  Midwest ISO assisted in the restoration effort by

         10  ensuring equipment was not being put at risk of

         11  damage and again dropping off lines as generators

         12  were being dropped back on line and as load was

         13  being restored.

         14                 Regional entities involved, have an

         15  appreciation today that communication between

         16  reliability coordinators and other entities has to

         17  be raised to a higher level than has been required

         18  or practiced in the past.

         19                 Mere telephone communication is not

         20  adequate for the future. Increased automatic data

         21  sharing about systems over a wider area can augment

         22  current telephone communication between reliability

         23  coordinators.

         24                 In addition, there are new

         25  technologies such as what's referred to as the
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          2  self-healing grid concept that are being developed

          3  by the Electric Power Research Institute, and these

          4  systems hold great promise to limit the disruptions

          5  of electricity service.

          6                 There is industry agreement that

          7  widespread adherence to effective and enforceable

          8  reliability standards will be important.

          9                 On behalf of the Midwest ISO, I want

         10  to again reiterate our commitment to providing the

         11  necessary facts that will lead to a quick and

         12  efficient resolution of the investigation, and I

         13  thank you again for the opportunity to address the

         14  committees.

         15                 We'd now be pleased to answer

         16  questions.

         17                 CHAIRPERSON RIVERA: Real quick, does

         18  Alex have any statements for the Council?

         19                 MR. DeBOISSIERE: No, sir. Mr. Webb

         20  has covered our statement.

         21                 CHAIRPERSON RIVERA: Okay, thank you

         22  very much.

         23                 Jeff, real quick. In the Midwest

         24  ISO's testimony before Congress on September 4th,

         25  Mr. James Torgas, the President and CEO, stated that

                                                            20

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2  "automatic protection systems kept that blackout

          3  from spreading even further."

          4                 Quick question: Please describe these

          5  automatic protection systems, and also explain how

          6  come they did not prevent the blackout from reaching

          7  the locations that it already did reach. How can we

          8  make the system better, so that it will better help

          9  the region?

         10                 MR. WEBB: First, the protection

         11  systems involved are a type of control system, a

         12  relay, an indicator, a monitoring device out on the

         13  transmission lines or back at the substations that

         14  detect an abnormal condition on a transmission line,

         15  for example.

         16                 Such an abnormal condition could be a

         17  short circuitry contact, or it could be some other

         18  abnormal operating condition that makes the flow on

         19  the line appear as a short circuit or as some other

         20  abnormal condition.

         21                 In those circumstances, in some of

         22  the regions I mentioned, safety being one of them,

         23  damage to equipment, the line is automatically, it's

         24  designed this way, automatically designed to be

         25  taken out of service. Systems are planned to be able
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          2  to handle several facilities out of service, so this

          3  is a normal event that occurs in basically day in

          4  and day out across the country, the opening

          5  transmission lines.

          6                 Now, as to why it does or does not in

          7  a given circumstance limit the outage to a localized

          8  area, there's a number of complex events involved.

          9  As I said, any time a line is taken out of service,

         10  you'll get a rerouting of flows, usually at a higher

         11  level because you have one less element on the grid.

         12  If sufficient number of these events occur within an

         13  overlap with each other, then the flows on lines may

         14  be excessive and can create additional complex

         15  interaction, such as voltage reduction, generator

         16  responses to those voltage reductions.

         17                 Whether or not such an event ends up

         18  being isolated to a specific area has somewhat to do

         19  whether once an area separates, whether its load in

         20  generation is in general a balance or not, and that

         21  is fairly hard to predict in how that may come out

         22  in this kind of event.

         23                 CHAIRPERSON RIVERA: Now, you

         24  mentioned a self-healing grid, I mean how long can

         25  we implement that program? How much would that cost
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          2  to the Midwest ISO? Can it be implemented all

          3  throughout the entire United States regions, the

          4  three power grid regions, and how long generally

          5  before we can implement that?

          6                 MR. WEBB: Mr. Chairman, I'm not an

          7  expert on that system. This is a concept, as I

          8  mentioned, the Electric Power Research Institute has

          9  been aggressively developing, as I understand it,

         10  there was a three-year development program that was

         11  concluded in 2001, it was joint between the EPRI,

         12  Electric Power Research Institute, and the

         13  Department of Defense I believe.

         14                 That laid out the architecture for a

         15  type of advanced, sophisticated monitoring and

         16  control of the grid. It's a complex program, it

         17  would in fact take, I believe the estimate was at

         18  least a five-year implementation period if it was

         19  aggressively pursued by a collaborative industry

         20  effort to do so.

         21                 CHAIRPERSON RIVERA: And we're in our

         22  beginning stages of testing out the technology or

         23  are we in phase I, phase II, are we close to that

         24  five-year mark or are we just starting?

         25                 MR. WEBB: Again, as I understand it,
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          2  Mr. Chairman, the overall architecture, which in my

          3  terminology could be called phase I is concluded,

          4  and we're in the next steps of that, or EPRI is.

          5                 There's a fair amount of information

          6  available on the ERPI website also for anyone that

          7  wishes to go on that.

          8                 CHAIRPERSON RIVERA: Thank you very

          9  much.

         10                 Council Member Gennaro.

         11                 CHAIRPERSON GENNARO: Thank you, Mr.

         12  Chairman. Thank you, Mr. Webb, for your statement.

         13                 I'm just referencing your statement

         14  here. You indicate that there are within the system

         15  protective devices, you minimize the number of

         16  plants that will be tripped when you have an

         17  abnormal condition, and that certainly is the

         18  intent, that these facilities be kept to a minimum,

         19  obviously, this cascade got carried away as we all

         20  know, and you indicate, you make reference in your

         21  statement to a, quote, early picture of the event of

         22  August 14th, such as that multiple events involving

         23  both generators and transmission lines at different

         24  voltage levels occurred across several different

         25  control areas during the day prior to the onset of
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          2  the rapid collapse, and so that's I guess your

          3  description of the early picture of the event.

          4                 It's not really very telling. I mean,

          5  we really want to try to find out, I guess to the

          6  extent that you can speak to it, I mean what

          7  actually happened, if you can give us a better sense

          8  of what the early picture is, we still don't here

          9  have a full sense. I don't know if anybody really

         10  has a full sense, but perhaps you have a little more

         11  of a sense of that early picture than what's in your

         12  statement. So, if you could give that a try I'd

         13  appreciate it. Basically what happened.

         14                 MR. WEBB: Yes. Well, I think it's

         15  important that we recognize that no one really knows

         16  exactly what caused the event and we all need to,

         17  we're participating and we'll need to see the

         18  conclusion of the investigation before that's known.

         19                 What we do know is that throughout

         20  the course of the afternoon events were unfolding,

         21  we were communicating with our control areas, as I

         22  mentioned, and with adjacent reliability

         23  coordinators, in an attempt to ascertain what

         24  exactly was the condition of the grid, and that's

         25  what was going on at the instant that the cascading

                                                            25

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2  event occurred.

          3                 CHAIRPERSON GENNARO: Could you help

          4  me out a little more? It still doesn't give me any

          5  more clarity than what I had, or are there other

          6  considerations, I don't know, other kinds of

          7  considerations that are preventing you from speaking

          8  freely? You must have more than just sort of a vague

          9  notion of what happened, what led to this multiple,

         10  multiple, multiple failure, and if you'd have

         11  another try at that I'd greatly appreciate it, and

         12  also add another layer onto the question, there has

         13  been sort of much made of the fact that your ISO is

         14  not empowered with the same authority as, for

         15  example, the New York ISO that can command local

         16  power producers to act in a certain. As I understand

         17  it, it's not a power that your ISO currently

         18  possesses, and I guess if you could speak to that,

         19  and speak to what, if anything, you would have local

         20  producers do if you had the authority to order them

         21  that day; would that authority, had you had it, made

         22  any difference? We're just trying to glean from you

         23  whatever would have prevented this, like whatever

         24  would have made it better, perhaps we can advocate

         25  for it. And, so, just one more try of what actually
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          2  happened, and whether or not your lack of power to

          3  command producers in a certain way had any effect.

          4                 MR. WEBB: Yes. The structure of our

          5  relationship with the controller is, today is one

          6  where we will take action on a regional basis in a

          7  coordinated way with the control areas when we

          8  ascertain from the control area exactly what the

          9  nature of what's going on in the control area. As I

         10  said, they have the ability to actually open and

         11  close lines, the liability coordinator function is a

         12  coordinating function. We monitor key facilities, as

         13  opposed to all facilities that a control area

         14  monitors for themselves. So, we take action but we

         15  need to in the current relationship, we need to have

         16  a level of confirmation of what the state of the

         17  control area system is before we know that we're

         18  taking proper action.

         19                 So, I think that that is an issue

         20  that the industry, including ourselves, needs to

         21  take a look at as to what that relationship is

         22  between the control areas and what the levels of

         23  authority are between the control area and the

         24  reliability coordinator.

         25                 CHAIRPERSON GENNARO: I just want to
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          2  follow up to that. I just want to recognize Council

          3  Member Koppell who has joined us.

          4                 The early picture of the event on

          5  that day, do you feel now that -- I mean, you're not

          6  going into any detail to give us an appreciation of

          7  what really happened on that day, but, you know,

          8  without telling me like what actually happened on

          9  that day, do you believe that you know what happened

         10  on that day? Do you know? You're not being that

         11  forthcoming so I don't know. So my question is,

         12  okay, maybe you don't want to tell me, but do you,

         13  yourself know? I mean, do you know what happened?

         14  You might want to tell me about it, but do you know?

         15                 MR. WEBB: I know what the sequence of

         16  events were that occurred. Just exactly what the

         17  reasons for those were, I can't say, and I don't

         18  think it would be probably right for me to speculate

         19  until the investigation gets completed.

         20                 CHAIRPERSON GENNARO: Thank you. Thank

         21  you.

         22                 CHAIRPERSON RIVERA: Very quickly,

         23  before we move on to our next witness, I just want

         24  to ask, we've heard time and time again in many

         25  reports that have come out since the blackouts, that
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          2  we have a third-world power grid, and I've also done

          3  some research and found out the Congress had

          4  authorized a $358 million upgrade that did fail

          5  within the senate side of the house, and we want to

          6  know what can the federal government do to (1)

          7  advance the technology in the power grid; and (2) to

          8  ensure that something like this, whatever event took

          9  place will not happen again. What can we do on the

         10  City side to encourage the federal government to do?

         11                 MR. WEBB: Alex.

         12                 MR. DeBOISSIERE: Mr. Chairman, right

         13  now the Congress has in conference an energy bill

         14  and the electricity title of that energy bill or

         15  several factors that they're considering that would

         16  address your issues.

         17                 First is an accelerated tax for

         18  transmission. Second is various incentives that they

         19  can provide to people who build transmissions. Third

         20  would be an industry adherence to standards. So,

         21  whether you're talking about a reliability

         22  coordinator in the Midwest or in the Rockies or in

         23  Texas or in New York, we're all working off the same

         24  page, and whether you're talking about a control

         25  room, wherever it is we're all working off of the
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          2  same page.

          3                 That would be administered by the

          4  Federal Energy Regulatory Commission, so there would

          5  be some type of uniformity to that.

          6                 Those would be the main things to try

          7  to get more transmission built and to rationalize

          8  the way it's used.

          9                 CHAIRPERSON RIVERA: So you need more

         10  transmissions built all over to ensure that they can

         11  handle the power?

         12                 MR. DeBOISSIERE: Sir, Governor

         13  Richardson, former Secretary of Energy Richardson,

         14  who is well known for his quote about the

         15  third-world grid, he believed that the grid was

         16  inadequate for the uses that it is currently taking.

         17  And there are a number of reasons, and as you

         18  pointed out correctly, various bodies have been

         19  taking testimony for many years in Washington, it's

         20  been eight years, for why certain things aren't

         21  getting done, but very few parts of it are

         22  antiquated. I think the bigger part of it is that

         23  it's being asked to do more than it's probably wise

         24  for it to be doing, and that I believe was his

         25  comment.
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          2                 CHAIRPERSON RIVERA: Oh, okay, thank

          3  you very much. Now we have Council Member Peter

          4  Vallone.

          5                 COUNCIL MEMBER VALLONE: Thank you,

          6  Chair Rivera and Chair Gennaro, for holding this

          7  important hearing, and thank you for coming to

          8  testify today.

          9                 Your testimony, I'm going to read

         10  from it, says that "the events of the day, which by

         11  afternoon had included outages of several high

         12  voltage transmission lines. During the course of the

         13  hour proceeding the cascading event after the loss

         14  of a large generating unit in Northern Ohio had

         15  already occurred, several transmission line outages

         16  occurred in the Ohio area, and at this point in time

         17  the issue did not seem to indicate a regional

         18  problem."

         19                 My question is, did we know? Did New

         20  York State know this was going on in Ohio then as it

         21  was happening?

         22                 MR. WEBB: I don't believe that New

         23  York State knew at that point in time what might

         24  have been going on in Ohio.

         25                 COUNCIL MEMBER VALLONE: Don't you
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          2  think it would be important for an interconnected

          3  grid to stay in communication with those it's

          4  connected to about major outages, such as the one

          5  you just testified to?

          6                 MR. WEBB: Yes. And as I mentioned, we

          7  were in contact throughout the day with the

          8  immediate control areas that were affected in with

          9  our adjacent reliability coordinator. We didn't have

         10  reason to believe that there was a need to

         11  communicate with another reliability coordinator,

         12  even at the next tier at that point in time.

         13                 COUNCIL MEMBER VALLONE: Is this one

         14  of the changes you testified about that will occur

         15  in the future, that we will be notified should these

         16  events start occurring again?

         17                 MR. WEBB: Yes. I think that what we

         18  need to look at is, as I suggested, more and more

         19  automated exchange of information between

         20  reliability coordinators.  In that process we could

         21  determine whether there's a need to have that level

         22  of automation between reliability areas that are

         23  twice removed from each other or just adjacent ones,

         24  but that could be the case.

         25                 COUNCIL MEMBER VALLONE: I'm not
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          2  concerned that it started in Ohio, I'm concerned

          3  that it ended here in New York. And I'm dumbfounded

          4  by the apparent lack of communication. In fact, for

          5  a day after the outage, I was listening to Governor

          6  Pataki fight with Canada as to where this started,

          7  in New York or Canada, it's obvious to anyone with

          8  any education at all that this started in Ohio. In

          9  fact, for hours before this happened you were losing

         10  power. Why did it take so long for people to realize

         11  this started in Ohio?

         12                 MR. WEBB: Well, I think in the

         13  immediate aftermath of the outages what people were

         14  faced with all across each individual control area,

         15  across the entire area that was affected, had some

         16  indications, thousands of indications of what things

         17  on their system tripped or went out of service. But

         18  to sort through that long list of events and decide

         19  what exactly occurred first, that's what's going on

         20  in the investigation right now. It's not surprising

         21  to me that in the immediate hours or half day after

         22  the event that areas were still sorting through

         23  exactly what came first, as we still are.

         24                 COUNCIL MEMBER VALLONE: It's not

         25  surprising that I didn't know it, it's surprising
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          2  that our Governor wouldn't know hours after the

          3  event that this was occurring in Ohio, and it seems

          4  to me like communication needs to be drastically

          5  improved to prevent this from happening tomorrow

          6  which by the way is my next question, you're

          7  investigating, it's been over a month, it could

          8  happen tomorrow, as far as I'm concerned. When are

          9  the results of your investigation due in? I

         10  shouldn't say your investigation, the investigation?

         11                 MR. DeBOISSIERE: My understanding is

         12  that the US Canadian Joint Task Force will have a

         13  preliminary investigation into major contributing

         14  factors sometime within a six-week period, and that

         15  a further investigation into what remedial actions

         16  can be put into place to ensure that those

         17  contributors don't occur again would be some time

         18  after that. That's my understanding of the time

         19  frame.

         20                 COUNCIL MEMBER VALLONE: When you say

         21  a six-week period, you mean six weeks from the

         22  blackout or six weeks from today?

         23                 MR. DeBOISSIERE: I would think it

         24  would be some time around Columbus Day, or the third

         25  week in October I believe is what they're looking

                                                            34

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2  for. So, about two months from August. And, again,

          3  that would be to look at the major contributing

          4  factors that they've been able to identify.

          5                 Now, last Friday they came out with a

          6  time line of the outage to identify certain things

          7  that were occurring on the afternoon of August 14th,

          8  and they had a press conference around there and I

          9  think that that's the time line that they're trying

         10  to hold to.

         11                 COUNCIL MEMBER VALLONE: Okay. I've

         12  got many more questions, I'll just ask one more

         13  before I defer to my colleagues, at what point and

         14  at what time did the New York ISO, Independent

         15  System Operator, get notified by your system?

         16                 MR. WEBB: It's my understanding it

         17  was 4:19, was when the Midwest ISO contacted, called

         18  what's referred to as a NERC coordination call,

         19  wherein all of the reliability coordinators are on

         20  that call.

         21                 COUNCIL MEMBER VALLONE: I have the

         22  time of the blackout as 4:11.

         23                 MR. WEBB: Yes, that was after the

         24  blackout.

         25                 COUNCIL MEMBER VALLONE: I kind of

                                                            35

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2  think we were all notified about the problem prior

          3  to 4:19.

          4                 MR. WEBB: Correct.

          5                 COUNCIL MEMBER VALLONE: So it was

          6  well after the blackout occurred that you first

          7  communicated with the New York ISO?

          8                 MR. WEBB: Was the first communication

          9  that included all of the reliability coordinators

         10  was immediately after the blackout had progressed.

         11                 COUNCIL MEMBER VALLONE: As I said,

         12  most of my questions concern why this happened in

         13  New York, so I'll address them later, and I'll defer

         14  to my colleagues now. Thank you, Chair.

         15                 CHAIRPERSON RIVERA: Now we have

         16  Council Member Hiram Monserrate.

         17                 COUNCIL MEMBER MONSERRATE: Thank you,

         18  Mr. Chair.

         19                 Good afternoon, gentlemen. It seems

         20  to me to be an extremely technical issue.

         21                 I want to ask this very brief

         22  question as to in your opinion, and obviously you'll

         23  have an opinion on this, how does deregulation

         24  impact on this?

         25                 We had a system that was heavily
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          2  regulated prior to '97, '96, now we have a system

          3  that's deregulated, and then we had the hugest

          4  blackout in American history. So, can you talk to me

          5  a little bit about how deregulation impacted on the

          6  blackout?

          7                 MR. DeBOISSIERE: Yes, sir. On the

          8  transmission part of electricity, not the generation

          9  part, which is deregulated, the transmission part

         10  that the Midwest ISO administers is actually in many

         11  respects more regulated than it's ever been.

         12                 Now, we're regulated at the federal

         13  level, but we actually have more regulations than I

         14  think even a natural gas pipeline would have that

         15  does interstate transportation.

         16                 The areas that have been deregulated

         17  have been generation of electricity by federal law,

         18  the energy power act of 1992, and also certain

         19  states have allowed their certain classes of

         20  customers, some all the way down to residential,

         21  some only business and light industry, some only

         22  heavy industry, to choose their electricity

         23  suppliers. But as far as what we operate, the grid

         24  in the Midwest, that remains heavily regulated, and

         25  if anything the deregulation in those other sectors
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          2  have caused us to have greater regulation.

          3                 COUNCIL MEMBER MONSERRATE: Okay.

          4                 MR. DeBOISSIERE: And as Jeff pointed

          5  out, to the point where we actually have two federal

          6  employees stationed in our building all the time.

          7                 COUNCIL MEMBER MONSERRATE: Okay. Then

          8  I have some simple questions.

          9                 Again, the average New Yorker has one

         10  question for you gentlemen, and the same question

         11  we'll pose to the others; who is responsible for the

         12  blackout?

         13                 MR. DeBOISSIERE: Sir, I can assure

         14  you we're working very hard to find out that answer.

         15                 It's as frustrating to us as it is to

         16  you. The Department of Energy and Canada have the

         17  lead into this investigation. They are still awhile

         18  away from being able to ascertain what happened,

         19  what caused the blackout and consequently who is

         20  responsible for it.

         21                 COUNCIL MEMBER MONSERRATE: You know,

         22  I've heard different spokespeople speak about that

         23  no one is truly responsible which I don't buy for

         24  one second, and so let's walk away from the

         25  responsibility segment, which I think there is
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          2  plenty of responsibility to be going around, there's

          3  a shared responsibility by all the entities that are

          4  involved, but what kind of back-up system was in

          5  place, or should have been in place, to prevent this

          6  mass outage?

          7                 MR. WEBB: Well, for one thing, the

          8  protective devices that occurred on the grid as a

          9  form of back-up device, it said something that is

         10  designed to arrest problems without the damage and

         11  so on that I've talked about.

         12                 COUNCIL MEMBER MONSERRATE: How does

         13  it arrest it? Does it arrest it by segments?

         14                 MR. WEBB: Yes.

         15                 COUNCIL MEMBER MONSERRATE: Or smaller

         16  segments?

         17                 MR. WEBB: By opening up failed

         18  facilities. Again, the grid is designed from the top

         19  down to be able to handle a certain level of

         20  failures on the grid, as any system is designed to

         21  handle some component failure level.

         22                 Insofar as computer systems and so

         23  on, we've got back-up systems to all of our

         24  production systems in place. As I would expect that

         25  it's likely most control areas do to one degree or
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          2  another.

          3                 COUNCIL MEMBER MONSERRATE: So, all

          4  these systems failed, did they not? Because we were

          5  without power over 24 hours. That's a question.

          6  Whatever systems you had in place in fact failed; is

          7  that correct?

          8                 MR. WEBB: No, we're not aware of

          9  systems that we had for monitoring that had failed

         10  per se.

         11                 COUNCIL MEMBER MONSERRATE: Okay.

         12                 Mr. Chair, I don't think I have any

         13  more questions.

         14                 CHAIRPERSON RIVERA: Okay, before we

         15  move on to the next witness, I just would like to

         16  say we're running behind time, so we're going to try

         17  to keep the answers and the questions a little bit

         18  short and to the point so that way we can continue

         19  on to hear testimony from the other people that are

         20  participating.

         21                 Next we have Council Member Oliver

         22  Koppell who has a brief question.

         23                 COUNCIL MEMBER KOPPELL: Thank you,

         24  Chair.

         25                 One of the results of the blackout in
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          2  terms of public comment is the call by certain

          3  people for increasing energy supply, including the

          4  suggestion of perhaps accelerated development of

          5  sources like from the Artic National Wildlife

          6  Sanctuary, whatever exactly it's called. Is there

          7  any indication that this blackout was caused by a

          8  lack of supply?

          9                 MR. DeBOISSIERE: No, sir, for the

         10  same reasons that we said before, that there are no

         11  conclusions to what caused the blackout. One could

         12  not say it was caused by a lack of supply.

         13                 COUNCIL MEMBER KOPPELL: But is there

         14  any way, it just doesn't sound to me like supply had

         15  anything to do with it. Was there a lack of supply

         16  on that day because of excessive heat, or some other

         17  reason?

         18                 MR. DeBOISSIERE: Sir, we're not aware

         19  of it.

         20                 COUNCIL MEMBER KOPPELL: And the

         21  second thing is, are you aware of any failings on

         22  the part of New York State electric distributors

         23  that contributed to the blackout in New York?

         24                 MR. DeBOISSIERE: No, sir, we are not.

         25                 COUNCIL MEMBER KOPPELL: Thank you.
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          2                 CHAIRPERSON RIVERA: Thank you very

          3  much.

          4                 Now we have Councilwoman Margarita

          5  Lopez.

          6                 COUNCIL MEMBER LOPEZ: I have a plant

          7  in my district, an electrical plant in my district

          8  that I love very much on 14th Street, and I live on

          9  11th Street.

         10                 As the Director of the Planning for

         11  the Midwest ISO, had you considered this from

         12  happening at any time? Because if your office is in

         13  charge of planning, I imagine that this is something

         14  that could have been under your rein.

         15                 MR. WEBB: Yes, Council member. The

         16  Midwest ISO began operations in February of 2002.

         17  Planning is one of our functions.

         18                 We have expanded in membership since

         19  we've started up. We recently issued our first

         20  transmission expansion plan, which includes

         21  something like $1.3 billion worth of capital

         22  investment in transmission within our footprint.

         23                 We, in that plan, we have not begun

         24  the planning for all parts of the system for which

         25  were necessarily -- or are the reliability
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          2  coordinator, so while we have begun the planning

          3  process, we planned it for, we were engaged in the

          4  planning process for those parts of the system that

          5  we have planning responsibility for.

          6                 COUNCIL MEMBER LOPEZ: In other words,

          7  I need to understand what you just answered me. I

          8  want to understand, if you're telling me that indeed

          9  your office was aware that this was a possibility,

         10  that this can happen, the massive blackout. And you

         11  were planning, in order to prevent this from

         12  happening by expanding the services in regard of

         13  creating more plants; that's what you're saying?

         14                 MR. WEBB: Well, only in the most

         15  general, generic, I guess, concept, in that planning

         16  by its nature is the expansion of the grid to meet

         17  established reliability standards and criteria.

         18                 COUNCIL MEMBER LOPEZ: Then when you

         19  say that, then you knew that the needs and the

         20  criterias were higher than the amount of provision

         21  of the services, or you are proposing to expand

         22  based on something else.

         23                 MR. WEBB: Planning, again, also looks

         24  forward. So, our plan covers the Year 2007 and the

         25  needs that might, or that should be in place by that

                                                            43

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2  time frame for the areas, that we have planning

          3  responsibility for, in order to meet reliability

          4  standards, so it's a forward-looking plan so that in

          5  the operational environment the system is secure.

          6                 COUNCIL MEMBER LOPEZ: Can this

          7  Council have a copy of that plan that you're talking

          8  about be provided to our Council here, to understand

          9  what are your proposals?

         10                 MR. WEBB: Yes, it's publicly

         11  available on our web site.

         12                 COUNCIL MEMBER LOPEZ: And my last

         13  question, you mentioned to Council Member Peter

         14  Vallone, that at 4:11, at 4:19 was when you had the

         15  conversation with the people over here, but in the

         16  same testimony that you just provided, if I took

         17  correctly my notes, you said that the coordinators

         18  were meeting before 4:19, and talking to each other.

         19                 MR. WEBB: Yes, ourselves and our

         20  immediately adjacent one to the east PJM.

         21                 COUNCIL MEMBER LOPEZ: Who are the

         22  immediate adjacent ones?

         23                 MR. WEBB: That's the Pennyslvania,

         24  Jersey, Maryland or the PJM interconnection.

         25                 COUNCIL MEMBER LOPEZ: Then you never
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          2  talked to New York before 4:19. You were talking

          3  with the coordinators of Pennsylvania and what else

          4  you said?

          5                 MR. WEBB: And the local control areas

          6  within our own area of responsibility.

          7                 COUNCIL MEMBER LOPEZ: Then this is

          8  the question that I don't understand. New York City

          9  need, and New York State need an enormous amount of

         10  electricity. I believe that we are maybe the one who

         11  needs the most, and you did not talk to our

         12  coordinator in that conversation that you were

         13  having with the other ones, particularly when we

         14  know and you know and everybody knows that the

         15  system is integrated, and depend on each other;

         16  that's what you're saying, that they never reach out

         17  to the New York coordinators?

         18                 MR. WEBB: The communications that we

         19  were involved in with our local control areas and

         20  with the adjacent reliability coordinator were to

         21  ascertain the nature of the transmission grid as it

         22  was at that time. There was no indication that we

         23  had that would have required us to seek assistance

         24  from far away reliability coordinators or vice

         25  versa.
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          2                 COUNCIL MEMBER LOPEZ: Forget saying.

          3  This is not just about our system, this is about

          4  preventing us from getting in the same problem that

          5  was being, happening, where you were talking about

          6  this. And the minimum thing that you could have done

          7  was to tell us, hey, New York, a bomb is coming on

          8  top of you in an hour. That's the minimum thing that

          9  you could have said to us and we prevented the

         10  problem.

         11                 Thank you.

         12                 CHAIRPERSON RIVERA: Peter Vallone has

         13  a quick follow-up question before we move on to the

         14  next from William Museler. So, Peter.

         15                 COUNCIL MEMBER VALLONE: Thank you,

         16  Council Member Lopez, for pointing that out, that's

         17  where I was going with this. PJM was notified one

         18  hour before the blackout about the problems which

         19  occurred, and I am told that PJM actually

         20  disconnected from the system, thereby not suffering

         21  the blackouts we suffered; is that information

         22  correct?

         23                 MR. DeBOISSIERE: Sir, I believe

         24  that's one of the things that is still part of the

         25  investigation.
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          2                 Early during the day we had had three

          3  conversations, as Mr. Webb pointed out, we had three

          4  conversations with the reliability coordinator

          5  immediately to the east of the Midwest, which as he

          6  pointed out was Pennsylvania, Jersey, Maryland.

          7                 COUNCIL MEMBER VALLONE: I'm going to

          8  take that as a yes then. Because --

          9                 MR. DeBOISSIERE: We did not have the

         10  all-hands call until later.

         11                 COUNCIL MEMBER VALLONE: Obviously PJM

         12  had enough information about this problem occurring

         13  in Ohio that led them to make the decision to

         14  disconnect and thereby not suffer. The outrage is

         15  that we suffered here in New York City, but we did

         16  not have that notice, and that's something that can

         17  never be allowed to happen again.

         18                 Thank you, Mr. Chair.

         19                 CHAIRPERSON RIVERA: Thank you very

         20  much, Jeff and Alex, for coming over here. I know

         21  you came a very long way to take part in today's

         22  hearing. I think that the concern from my colleagues

         23  here in the City Council is that, you know, we have

         24  to obviously learn from our mistakes and take a

         25  lesson out of history's pages, and hopefully in the
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          2  future have a more broad-based communication so that

          3  we can prevent any future blackout from being so

          4  widespread from the Midwest over to our region over

          5  here.

          6                 But thank you very much, gentlemen.

          7                 MR. DeBOISSIERE: Yes, sir, your

          8  message has been heard. Thank you.

          9                 CHAIRPERSON GENNARO: And I also wish

         10  to thank you, as well. And also to restate my

         11  earlier point that you're here as a courtesy to us.

         12  We greatly appreciate the opportunity to have you

         13  before us and to pose these difficult questions to

         14  you, which you obviously knew were coming and I

         15  wanted to thank you, again, for being here and for

         16  sharing this with us. Thank you, all. Thank you very

         17  much.

         18                 CHAIRPERSON RIVERA: Next we'll be

         19  hearing from William Museler from the New York

         20  Independent System Operator.

         21                 Thank you very much, gentlemen. Just

         22  state your name into the microphone, and I believe

         23  the Counsel will swear you in.

         24                 MS. DeCOSTANZO: Please raise your

         25  right hand.
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          2                 In the testimony that you are about

          3  to give, do you swear or affirm to tell the truth,

          4  the whole truth and nothing but the truth?

          5                 MR. MUSELER: I do.

          6                 MS. DeCOSTANZO: Thank you.

          7                 CHAIRPERSON RIVERA: Thank you very

          8  much. You may proceed with the testimony.

          9                 MR. MUSELER: Thank you very much,

         10  Councilman. I have with me Mr. Ira Frylater, Counsel

         11  for the New York ISO.

         12                 I appreciate the opportunity to be

         13  here today and to present this testimony to you and

         14  to answer any questions that you may have that I may

         15  be able to provide answers to.

         16                 The New York ISO began operations in

         17  1999, we are responsible for the operation of the

         18  New York power grid, we're responsible for providing

         19  non-discriminatory access to that grid, and we're

         20  also responsible for operating New York's

         21  electricity market.

         22                 The timeline with respect to the

         23  blackout is now generally known, and even know there

         24  is more work ongoing, has been issued by the

         25  International Commission headed by DOE and Canada.
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          2                 The exact causes of the events that

          3  began the cascading blackout on August 14th are not

          4  known and that is the subject to the investigation

          5  and we should not speculate on those causes until

          6  that commission has the facts firmly in hand. They

          7  will make that determination.

          8                 We are cooperating fully with DOE,

          9  with NERC, the North American Electric Reliability

         10  Council, and with the New York Public Service

         11  Commission's formal inquiry in this regard.

         12                 What we do know is that the New York

         13  electric system was subjected to very large power

         14  swings. Beyond that, which the system was designed

         15  to withstand. At the time of the event, New York's

         16  system was operating normally and within all its

         17  design limits. In fact, we had excess reserve

         18  capacity available to us at that point in time.

         19                 Firm conclusions must await the

         20  analysis of all the data, but what we have so far

         21  indicated that the transmission and general

         22  facilities located in New York did function

         23  appropriately to protect themselves. That did not

         24  prevent much of the state and all of New York City

         25  unfortunately from going dark.
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          2                 When the event occurred we were

          3  isolated from the rest of what is called the eastern

          4  interconnection, that is basically the electrical

          5  grid that runs from Maine, actually New Brunswick,

          6  all the way out to Denver, Colorado, it's called the

          7  eastern interconnection. All of the machines that

          8  the grid is interconnected and all the generators

          9  are synchronized and that whole grid operates as one

         10  electrical system.

         11                 We were isolated from that, and as a

         12  result of that, plus the power swings, the New York

         13  system divided into two what are called electrical

         14  islands, essentially an upstate western island and a

         15  downstate island, including New York.

         16                 The upstate island retained enough

         17  operating generation, mainly hydro units at Niagara

         18  and St. Lawrence, and the hydro Quebec tie, a direct

         19  current tie, to approximately balance the remaining

         20  load and that part of the system remained up.

         21  Although, more than 50 percent of the load in that

         22  area was lost.

         23                 The eastern island, the eastern

         24  southern island, which included New York City, was

         25  left with a very large mismatch of load, customer
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          2  load and generation. Beyond that which, there is a

          3  system called "load shedding relays" to try to get

          4  things in balance, the imbalance was far beyond what

          5  that system was able to balance, and, therefore, the

          6  southern eastern island did go black.

          7                 After the event, the ISO, New York

          8  ISO, the generators and all of the utilities public

          9  and private, including the municipal utilities, the

         10  state utilities, implemented their restoration plan.

         11  Power was fully restored in about 30 hours.

         12                 I would like to say that the workers

         13  involved in all the generating plants and the

         14  workers of all the utility companies in New York

         15  State, in my judgment, did a superb job in restoring

         16  power as fast as possible, given the events.

         17                 We also worked cooperatively with our

         18  neighboring ISOs, PJM in New England and Ontario, to

         19  bring the entire eastern system back as soon as

         20  possible.

         21                 As I said, we do not know all the

         22  facts, yet, but there are definitely three things

         23  that we think need to be considered to improve

         24  reliability nationally and regionally, and we have

         25  also made these recommendations to the House
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          2  Commerce Committee and the Senate Committee on

          3  Governmental Affairs. First, that the reliability

          4  rules under which we operate, and I emphasize that

          5  in New York the rules are mandatory, they are not

          6  mandatory nationally. In New York the reliability

          7  rules which are set by the North American Electric

          8  Reliability Council are mandatory and we adhere to

          9  them in New York. They are voluntary in much of the

         10  rest of the nation. Those rules need to be made

         11  mandatory, and they need to be placed under federal

         12  jurisdiction, most likely the FERC, for enforcement.

         13                 Second, operating and communication

         14  protocol over a larger area, you heard previous

         15  testimony where there is frequent communication to

         16  neighboring ISOs and neighboring control areas, not

         17  necessarily a wider communication. For example, in

         18  this case we were two, two what are called "control

         19  areas" removed from the problem. That communication,

         20  and not just communication, but operating protocol

         21  so that when certain conditions occur, there is a

         22  set response. Just knowing that there is a problem

         23  without knowing what the agreed upon actions could

         24  be taken as a result of the problem, it won't do

         25  much good.
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          2                 So, it's both wider area

          3  communication, and the operating requirements and

          4  actions that need to be taken to prevent cascading

          5  outages from happening in the future.

          6                 And the third recommendation, which

          7  we have made several times, most recently in Power,

          8  in a document called "Power Alert 3" in March and in

          9  a more detailed report, the "New York Transmission

         10  Grid, The X Factor" need to serve as a stimulus for

         11  strengthening the New York State electricity grid,

         12  basically the transmission system and transmission

         13  facility.

         14                 Again, there is much more to come out

         15  of the international commission's investigation. We

         16  certainly do not claim to have all the answers, but

         17  we anticipate continuing even when that report comes

         18  out, continuing to evaluate what happened and what

         19  we need to do, both nationally and particularly in

         20  New York, to prevent any event such as this from

         21  reoccurring.

         22                 CHAIRPERSON RIVERA: Thank you very

         23  much.

         24                 Any statement from the other

         25  gentleman here, or is he just here to --
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          2                 MR. FRYLATER: No, I'm just here to

          3  assist Mr. Museler.

          4                 CHAIRPERSON RIVERA: Gotcha.

          5                 First, it is my understanding that

          6  many areas in the region are able to keep their

          7  power on during the blackout by simply separating or

          8  decoupling from the portions of the grid. Question:

          9  Why wasn't New York State able to do the same thing,

         10  and what mechanisms exist to decouple New York

         11  State's grid from the rest of the regional grid in

         12  case of an emergency?

         13                 MR. MUSELER: Yes, it is true that

         14  some of the other regions, for example, PJM, which

         15  was mentioned, separated from New York. They did not

         16  separate from the grid. They didn't isolate

         17  themselves completely. They remained connected to

         18  the eastern interconnection that I mentioned before.

         19                 There were protective relays -- by

         20  the way, all of this happened automatically, in the

         21  time frames we're talking about which are seconds,

         22  not hours. There was no operator action. All of

         23  these systems are designed to operate actually

         24  locally, not even through the control center, they

         25  operate locally on the transmission system.
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          2                 We're still evaluating, the

          3  International Commission is still evaluating the

          4  exact reasons why certain lines tripped, why those

          5  lines between PJM and New York tripped, because

          6  that, up until that point, and I certainly can't say

          7  that there was anything incorrect about those lines

          8  tripping, but up to that point the New York system

          9  was stable. We had taken the first two of those

         10  power swings, and we're still supporting the problem

         11  up in Ontario and around through down into Michigan.

         12  So, we need to get to the bottom of that, in terms

         13  of exactly why that separation occurred.

         14                 Now, it may well be that that

         15  wouldn't have made any difference, and that's why

         16  it's too early to speculate on that.

         17                 We have, to the extent we know the

         18  facts now in New York, and we have about 90 percent

         19  of the data in and we've sent it on to the

         20  international commission, we do not see anything in

         21  New York that did not operate properly. In other

         22  words, our ties to both the eastern interconnection

         23  and to Ontario and to New England stayed in and

         24  based on the design criteria of those systems, they

         25  should have stayed in.
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          2                 Now, that raises a lot of questions

          3  once all the facts come out about what should all of

          4  the design criteria be and that's going to be a

          5  major focus.

          6                 We were isolated, and that's probably

          7  the most important thing in terms of what happened

          8  in New York. The systems are, and the protocols are

          9  designed to keep the system intact, and if pockets

         10  of the given system need to be isolated, that's

         11  supposed to happen, but the major connections

         12  between New York and PJM and New England and Ontario

         13  and further to the west are supposed to stay intact

         14  in any of the scenarios that are planned for.

         15                 What happened here was a scenario

         16  that was well beyond not just the things we plan and

         17  design the system for, but we actually do additional

         18  studies on events that go beyond what the systems

         19  are designed to. This event went beyond even that,

         20  even any of those studies we had done. So, there's a

         21  lot more to come out, and there may be things, we

         22  may find some things that didn't operate properly in

         23  New York, but right now everything we've seen

         24  indicates that those systems and the powerplants

         25  operated properly. In fact, very quickly, one of the
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          2  things that was very, very helpful, and this

          3  equipment was put in after the 1965 blackout when a

          4  lot of generating units were actually damaged. We

          5  suffered no major transmission damage, no major

          6  powerplant damage, and that's what allowed the

          7  powerplants to come back and it allowed us to

          8  reestablish the transmission system. We got the

          9  first path back to the City in about three and a

         10  half to four hours. Those systems did work, and that

         11  came out of the last one, I'm sure we'll have

         12  lessons learned coming out of this one as well.

         13                 CHAIRPERSON RIVERA: How old is our

         14  power grid system in New York State? How old is the

         15  power grid system in New York State?

         16                 MR. MUSELER: It's pretty old. The

         17  last major transmission lines, which is the Marcy

         18  South Project, came in about 15 years ago. There

         19  were some additional cables, one additional cable to

         20  Long Island in that time frame, but our system is

         21  not new, it's the Upstate transmission system and

         22  some of the downstate transmission system, the Con

         23  Ed cable system to bring the power into the City is

         24  quite old, I don't know the exact age.

         25                 CHAIRPERSON RIVERA: Do you know what

                                                            58

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2  the life span of the transmission grid is?

          3                 MR. MUSELER: It's essentially, if

          4  it's maintained, and I think our grid is maintained,

          5  it will go on for a long time. The overhead system,

          6  you just replace the pieces as they get old and need

          7  replacing. So, you're essentially continually

          8  replacing the overhead system.

          9                 The major underground cables have a

         10  life that they're so reliable, and that's not just

         11  in New York, but they're so reliable that they don't

         12  have a given life because they have not had a lot of

         13  failures to them. So, I can't answer that question.

         14                 Con Ed I'm sure can answer that

         15  question better than I. But the system is not, it's

         16  not a system that just is old and continually

         17  deteriorates, that's not the case. The overhead

         18  system is replaced piece by piece, and the

         19  underground system is maintained very carefully.

         20                 CHAIRPERSON RIVERA: Now, I hear that

         21  you're saying it's maintained, but what about

         22  modernization? Is there any modernization efforts

         23  taking place to ensure that we keep up with modern

         24  day technology as opposed to just keeping with

         25  outdated technology that we're just continuing to
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          2  ensure one's --

          3                 MR. MUSELER: I can certainly speak to

          4  the control of the grid. Our organization is in the

          5  middle of a process of basically replacing all of

          6  our computer infrastructure and all of our

          7  applications so that -- and including our

          8  communication systems so that we can see and

          9  understand what's going on on a power grid and talk

         10  and communicate datawise with all the power plants

         11  and with the transmission owners.

         12                 So, that's going on now. That's about

         13  a $60 million project that's going to come to

         14  fruition next April. So that is going on, and on the

         15  control side it goes on, I think in all the

         16  utilities.

         17                 CHAIRPERSON RIVERA: Okay. And as to

         18  the Midwest, what can the federal government do to

         19  ensure that a similar blackout doesn't take place in

         20  the future? Does it mean that we have to

         21  supermodernize overall grid? Does it mean that we

         22  have to pass legislation that's going to help

         23  regulate it a little bit further? I mean, what can

         24  be done on a federal level?

         25                 MR. MUSELER: First, why it happened
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          2  is not on the table at this point. So, the only

          3  thing that I will tell you that we believe very

          4  strongly needs to be done is that the reliability

          5  rules need to be mandatory and they need to be

          6  enforced at the federal level. We don't know whether

          7  failure to follow the rules was the cause of this

          8  incident or not, but it seems to me that it is not a

          9  smart way to proceed in this country, to have

         10  liability of the national and the New York grid be

         11  voluntary.

         12                 CHAIRPERSON RIVERA: Okay. Thank you

         13  very much.

         14                 Council Member Gennaro.

         15                 CHAIRPERSON GENNARO: Thank you. Thank

         16  you. Thank you, Mr. Chairman.

         17                 I'm just following up on your answer

         18  to Chairman Rivera regarding, you know, disconnect

         19  it from what; and you indicated that it's important

         20  for all of the regions to stay connected to the

         21  eastern interconnect, but it's my understanding,

         22  unless I'm wrong, that the PJM disconnected, I guess

         23  from New York State or whatever, and thereby, and I

         24  guess maybe from the Midwest as well, thereby

         25  shielding themselves from some of the impact of the
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          2  blackout, and I was just trying to get a handle on

          3  whether or not they're disconnected from what you

          4  said was automatic, whether or not our system could

          5  have or should have, you know, should have the

          6  ability to have similar, you know, disconnect

          7  functions that would have shielded us from this?

          8                 I'm just trying to understand like

          9  what happened with PJM and how they were sort of

         10  isolated from some of the problems that we

         11  experienced.

         12                 MR. MUSELER: The mechanisms that

         13  opened or tripped those transmission lines are

         14  unique to the protection of those lines. It's not a

         15  systemwide control decision. Our lines similarly

         16  have protective devices on it. Basically the lines,

         17  and I can't say this for all of them, but the

         18  biggest line connecting us with PJM tripped on

         19  overload, and that was correct, that line was

         20  protecting itself.

         21                 What I mean is that every piece of

         22  equipment on the grid, every major piece of

         23  equipment and generator on the grid, has in the end

         24  a series of protective relays to prevent it from

         25  being damaged, and that just makes sense, because
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          2  once it's damaged, it can't be used to help bring

          3  anything back.

          4                 The coordination of how the PJM lines

          5  trip and New York and the New England lines trip,

          6  that's the subject of part of the international

          7  investigation and that will be looked at.

          8                 But they all have similar protective

          9  relaying.

         10                 CHAIRPERSON GENNARO: Right.

         11                 MR. MUSELER: Ours have them, PJM has

         12  them, so there's no implication here that anything

         13  was done improperly or happened improperly.

         14                 CHAIRPERSON GENNARO: Right. So,

         15  you're satisfied with our system and our ability to

         16  connect or disconnect, and it happened

         17  appropriately?

         18                 MR. MUSELER: Well, as I said, based

         19  on what we know now, we believe our equipment

         20  operated properly.

         21                 Am I satisfied? No, because we had a

         22  problem we should not have had, and we need to

         23  examine that and find out what to do about it.

         24                 CHAIRPERSON GENNARO: Let me get to

         25  that for a second, because one of your
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          2  recommendations talks about better communication

          3  between the regional ISOs in sections of the country

          4  and Midwest and all that; do you think that if there

          5  were better communication between the Midwest,

          6  because they were having problems earlier that day,

          7  between them and us, that could have made a

          8  difference in what we experienced here?

          9                 MR. MUSELER: I really can't answer

         10  that. The problems they were having earlier today in

         11  the day, should have not, I mean those kind of

         12  problems occur there were actions taken in those

         13  areas to limit that problem, and those kinds of

         14  problems have happened in New York, not to that

         15  degree obviously.

         16                 CHAIRPERSON GENNARO: Right.

         17                 MR. MUSELER: And you take care of it

         18  within your own operating procedures and then it has

         19  no effect beyond that.

         20                 If we would have known what was going

         21  on three hours earlier, we probably would not have

         22  done anything because the assumption would have been

         23  everybody takes the appropriate action and they will

         24  limit the problem to their area. That's what I meant

         25  when I said it's not just communication, it's under

                                                            64

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2  what conditions do farther out areas need to be

          3  notified and under what conditions then would you

          4  take some action? But this idea of just bringing up

          5  the draw bridges is not a good idea. We get much

          6  more benefit from being interconnected than we would

          7  if we were isolated.

          8                 CHAIRPERSON GENNARO: Let me just ask

          9  a question that gets to testimony of the New York

         10  State Public Service Commission and on August 27th

         11  hearing of the State Assembly on the blackout, there

         12  was testimony by the PSE that 95 percent of the

         13  power was restored to Upstate New York by about 4:00

         14  a.m. on Friday, August 15th, and I guess the natural

         15  question that would come from that refer to

         16  downstate, why were the Upstate communities able to

         17  get their power back on-line much more quickly than

         18  New York City. And if that was the case, why was Con

         19  Ed asked to shed load in New York City where only a

         20  few neighborhoods had power, when almost all of

         21  Upstate had their power returned at that point?

         22                 MR. MUSELER: I'll try to take those

         23  one at a time.

         24                 CHAIRPERSON GENNARO: Sure.

         25                 MR. MUSELER: As I mentioned earlier,
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          2  in Upstate New York, there was a lot of load that

          3  was lost, the transmission system remained intact.

          4  There were lines out of service and there were a lot

          5  of generators tripped, but we had about 5,000

          6  megawatts of generation. And the first power plant

          7  to return to service after that was an Upstate power

          8  plant site near Oswego. And at that point, our

          9  sequence of restoration is to first stabilize the

         10  system which we did, then interconnect with the

         11  eastern interconnection again, and establish,

         12  reestablish the transmission system.

         13                 So, we were working in parallel to

         14  reconnect to PJM, get a transmission path into New

         15  York City, which happened about, as I said, three

         16  and a half to four hours afterwards, so that then

         17  those powerplants, while they may have been starting

         18  up now, had a grid to connect to, and basically the

         19  upstate folks had a system to work with to start,

         20  and that generator is coming on line, it took longer

         21  because the southern region had no transmission up,

         22  and particularly with the New York City cable

         23  system, you can't turn it on, you have to bring them

         24  on one cable at a time, and you in fact can't bring

         25  on certain transmission facilities until you have
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          2  load established, so it's a very careful balance,

          3  particularly in New York City and particularly in

          4  Manhattan.

          5                 To your question of what happened

          6  during the early morning, about 9:00, between 9:00

          7  and 10:00 I think on Friday morning, we were trying

          8  to, in essence we had reestablished transmission,

          9  some powerplants in the downstate area had come back

         10  on line, and Con Ed and the other utilities would

         11  kind of bring on the other load as quickly as

         12  possible.

         13                 We had loaded up the transmission

         14  system that was reestablished, wasn't a full system,

         15  as I explained it, you can't bring it all back at

         16  once. We had maximum loading on the transmission

         17  system into New York, so we were providing the

         18  maximum service from upstate into New York, and we

         19  were working with the generators to get the

         20  generators to come on line as fast as possible,

         21  because you can't get out of balance -- if we put

         22  too much load back on before we have generation back

         23  on, we'll get right back into the same kind of

         24  problem, we'll have an imbalance and potentially

         25  some area, or God forbid the whole state again,
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          2  could get into a problem.

          3                 But we were pushing, pushing the

          4  envelope as much as we could and working with the

          5  utilities, including Con Ed, to put the load back on

          6  as quick as you can, and what caused the difficulty

          7  was the generators at that point, at that point in

          8  time, were not able to keep up, they were not able

          9  to come back as quickly as the utilities were able

         10  to establish load, and it was a statewide problem.

         11                 Under those conditions, we had to

         12  make the decision to shed 300 megawatts load, and

         13  that's preprogrammed in terms of balancing it

         14  throughout the state, and you don't have to decide

         15  at that point in time exactly who is doing what,

         16  because it's predetermined how much load each

         17  utility does have to shed.

         18                 So, we issued the order, the

         19  utilities, they decide exactly where to shed the

         20  load because it depends on the system condition.

         21  That only lasted for a short period of time, and

         22  actually less than an hour, because immediately

         23  thereafter the generators were then able to come on

         24  at a faster rate and from that point til the end, we

         25  were able to let the utilities come on as quickly as
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          2  possible, consistent with safety, and they can't

          3  just turn everything on. And, again, in Manhattan,

          4  it's a very careful process because of the highrises

          5  and the amount of road that they have to put on and

          6  then have to put it on in very large blocks, but

          7  that was the situation, we had to make that decision

          8  which we didn't like doing.

          9                 I will mention one other thing,

         10  though, if I may, in terms of Upstate supplying

         11  power to the City. When Upstate was largely

         12  restored, I got a call from the plant manager at

         13  Ginnae Nuclear Power Plant, who wanted to come back

         14  on line and was having difficulty coming back on

         15  line, and the Upstate area had enough power, but we

         16  still needed enough power to shift downstate, and he

         17  asked us for help, because he understood that we

         18  need more, wherever the power plants were, we needed

         19  to get them up because New York City still needed

         20  more power. So, he asked for help with the NRC, who

         21  needed some exception or something, and as it turned

         22  out, I knew the NRC inspector involved and we were

         23  able to do that.

         24                 I just point that out to say that

         25  even at the plant manager level in Upstate New York,
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          2  the folks were very aware of the need to get

          3  generation on line, in order to get power to the

          4  City as soon as possible.

          5                 CHAIRPERSON GENNARO: Thank you. Thank

          6  you for that comprehensive answer. It's not an easy

          7  thing to bring the state back once it's out. I'll

          8  just follow-up with one more quick question before

          9  I'll yield, and people, you know, are thinking in a

         10  post-9/11 world, I mean this is something that this

         11  whole thing happened by accident or whatever, but

         12  there are those who may intend to disrupt our power

         13  grid, act of terrorism, shut the city down or

         14  whatever, and what steps is the ISO taking? Are you

         15  working with people like from, you know, Homeland

         16  Security or whatever, to sort of strategize about --

         17  or at least to make it more complicated to bring

         18  like the downstate, New York State grid down. I

         19  mean, there's a lot of overhead transmission lines,

         20  there's a lot of I guess points at which people

         21  could try to, you know, compromise the system, and

         22  what amount of work is the ISO and people from

         23  Homeland Security and other I guess, you know, state

         24  entities doing to protect against those who would

         25  try to bring our lower New York State grid down, by,
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          2  you know, terrorist act or some other act of

          3  mischief?

          4                 MR. MUSELER: The protection of the

          5  individual facilities, transmission lines,

          6  substation powerplants is handled by those utilities

          7  and I certainly can't speak for them. But I can tell

          8  you that at the state level and at the ISO certainly

          9  we are intimately involved with DOE, we've had a DOE

         10  security audit of our facility and have made changes

         11  as a result of that.

         12                 We do meet with Homeland Security

         13  Department. We also via the State Police and Mr.

         14  Kallstrum, we're involved in the New York State

         15  planning process. We do both physical and cyberg

         16  testing of our facilities to make sure that they're

         17  resistant to external intrusion, and so I think

         18  we're doing all we can. It's a major concern. I

         19  mean, obviously --

         20                 CHAIRPERSON GENNARO: But in a

         21  post-9/11 world, are people now called upon to do

         22  things differently? If I'm a producer, if I'm a

         23  distributor, if I'm a transmission entity? I mean,

         24  are there significant changes that have been imposed

         25  or are contemplated in order to protect against
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          2  terrorism?

          3                 How has the landscape changed from

          4  now versus then?

          5                 MR. MUSELER: I can't tell you any of

          6  the details. But I can tell you that we operate

          7  differently, depending on the threat levels, and

          8  that's really all I can or should say, sir.

          9                 CHAIRPERSON GENNARO: Thank you. Thank

         10  you very much for your testimony.

         11                 CHAIRPERSON RIVERA: Thank you very

         12  much.

         13                 Now we have Council Member Peter

         14  Vallone and then after him Council Member Hiram

         15  Monserrate. And we are running about an hour behind,

         16  so we're going to try to pick up the pace a little

         17  bit on the Q and A.

         18                 COUNCIL MEMBER VALLONE: Thank you,

         19  Chair. I'll try to sum up what I believe I heard

         20  briefly. Thank you, Mr. Museler, for your testimony.

         21                 So, am I correct that you did not

         22  receive any notice from the Midwest prior to the

         23  blackout, correct?

         24                 MR. MUSELER: That is correct, sir.

         25                 COUNCIL MEMBER VALLONE: And obviously
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          2  PJM received notice and we are told that's about an

          3  hour before you received notice, did PJM, and that's

          4  Pennsylvania, New Jersey and Maryland, did they

          5  notify you prior to the blackout?

          6                 MR. MUSELER: No they did not, sir.

          7                 COUNCIL MEMBER VALLONE: They neither

          8  notified you to the fact that they had received the

          9  communication, nor to the fact that they decided it

         10  was serious enough for them to disconnect?

         11                 MR. MUSELER: Again, sir, the

         12  disconnection that occurred throughout the system

         13  starting at 409, 410 was all automatic, and my

         14  understanding was that it was all automatic in PJM.

         15  There were no conscious operator decisions made in

         16  that regard.

         17                 PJM is a neighboring, what we call a

         18  control area, as is New England and Ontario and

         19  Ottawa, Quebec. If they believed that there was a

         20  threat to regional reliability, they would have

         21  called us. We have a very excellent operating

         22  relationship with PJM and our neighboring control

         23  areas. Again, the facts will come out but I would

         24  have not -- if they thought there was a threat to

         25  the regional reliability, PJM would have called us,
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          2  they've done that in the past and we've notified

          3  them when we thought things were getting a little

          4  dicey.

          5                 COUNCIL MEMBER VALLONE: So, you're

          6  saying you believe they automatically disconnected.

          7  Is there a procedure to voluntarily disconnect?

          8                 MR. MUSELER: The ISOs, and actually

          9  the transmission owners had the ability to manually

         10  operate the system, including tripping lines or

         11  opening circuit breakers if they believe that's

         12  what's necessary.

         13                 In fact, there are conditions where

         14  the opening of one line actually solved the problem.

         15  It may sound strange but there are manual actions

         16  that are taken, but in this case it all happened in

         17  seconds and there were no manual actions taken by

         18  anybody.

         19                 COUNCIL MEMBER VALLONE: So, had you

         20  received notice, and we're now getting information

         21  that there were problems occurring hours, and in

         22  fact, throughout the entire day in Ohio, had you

         23  received notice you would have been able to, had you

         24  so decided, voluntarily disconnect?

         25                 MR. MUSELER: I cannot say what we
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          2  would have known, what we would have done had we

          3  known what happened three hours earlier, because

          4  remember, it wasn't what happened three hours

          5  earlier that caused the problem. That may have been

          6  a contributing factor, but it was when they got

          7  within ten minutes, and five minutes and 30 seconds

          8  of the event, that's when it got out of control. No

          9  one, I'm sure they didn't anticipate losing control

         10  of their systems at that point. So, that's why I say

         11  I think it is going to be necessary to deal with

         12  longer communications, but along with that need to

         13  be understandings and agreements about what to do

         14  under certain conditions when you're much farther

         15  away.

         16                 COUNCIL MEMBER VALLONE: What does

         17  disconnecting entail? How much time does it take and

         18  how much notice do you need?

         19                 MR. MUSELER: To do it manually, sir?

         20                 COUNCIL MEMBER VALLONE: Yes.

         21                 MR. MUSELER: To do it manually,

         22  because it is actually done in the transmission

         23  owner control rooms, one typically would not want to

         24  try to do it in less than 15 minutes and generally a

         25  little longer than that. It's a major step to open
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          2  up a high voltage line, and, again, staying

          3  interconnected is one of the major advantages of the

          4  United States grid.

          5                 COUNCIL MEMBER VALLONE: Do you

          6  believe that you should have been notified by either

          7  the Midwest or by Jersey, Maryland, Pennsylvania?

          8                 MR. MUSELER: I don't know what they

          9  knew in the Midwest, and how they were operating, so

         10  I really can't answer that question.

         11                 With respect to our neighbor PJM, I

         12  communicated -- in fact, I was talking to my

         13  counterpart at PJM, I think in the first 20 or 25

         14  minutes after the event, and I will tell you that

         15  they would have, as I would have, if they saw the

         16  threat to the reliability of the system, my

         17  counterpart would have called me. They didn't see

         18  the threat.

         19                 COUNCIL MEMBER VALLONE: What exactly

         20  is a threat? I mean, you're the expert, I'm not, but

         21  in Ohio they lost a major power plant and

         22  transmission lines were going down all day long, at

         23  what point did we decide we should let people know

         24  about this?

         25                 MR. MUSELER: Again, sir, and I
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          2  realize this is not a satisfactory answer, those

          3  facts, and exactly what they mean, what the

          4  operation out there was dealing with and what they

          5  saw has to be determined very, very definitively.

          6                 I can only tell you how we operate,

          7  how PJM operates and New England operates.

          8                 COUNCIL MEMBER VALLONE: Are there

          9  procedures and are there standards set, at what

         10  point are they required to notify you, or is it just

         11  whenever they feel like it?

         12                 MR. MUSELER: There are requirements

         13  under the North American Electric Reliability

         14  Council for when you're supposed to initiate a call

         15  to NERC, or to your regional -- we're in a region

         16  called NPCC. There are defined situations where you

         17  will notify the other people that are in that region

         18  and we do that.

         19                 COUNCIL MEMBER VALLONE: Okay, they're

         20  going to be testifying next, I'm told, so I'm sure

         21  we'll be questioning them. And I believe groups,

         22  such as yourself, that we have to deal with, we

         23  trust more to make these decisions than people we

         24  have no control over, and we'd like you to get as

         25  much notice as possible in the future, and we'll
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          2  work to ensure that happens.

          3                 I'm briefly going to switch gears a

          4  second. You're probably well aware that my district

          5  provides 60 percent of the power for the entire

          6  City, and every time you want to put a new power

          7  plant in they say, we need to have 80 percent of the

          8  power inside New York City.

          9                 At the time of this blackout, we had

         10  more than 80 percent of the power being produced

         11  inside New York City, correct?

         12                 MR. MUSELER: We had 80 percent of the

         13  generation available. I can't tell you which plants

         14  were on which -- we met that criteria, though.

         15                 COUNCIL MEMBER VALLONE: And that

         16  obviously had no effect on whether or not we were

         17  going to be blacked out, correct?

         18                 MR. MUSELER: Based on what we know

         19  now, sir, yes.

         20                 COUNCIL MEMBER VALLONE: So, had we

         21  had 100 percent of the power operating in New York

         22  City we still would have had a blackout?

         23                 MR. MUSELER: Again, that's one of the

         24  things we're going to look at in the study, sir. I

         25  can't answer that question as to whether or not if
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          2  you had a lot more generation in New York and it was

          3  on, would it have made a difference.

          4                 COUNCIL MEMBER VALLONE: I have

          5  received answers from many other people I know in

          6  this industry and they've told me it wouldn't have

          7  made a difference, but I understand your opinion.

          8                 Can you tell me this 80 percent rule,

          9  where does it come from?

         10                 MR. MUSELER: It comes from a, it's a

         11  New York State rule under what's called a New York

         12  State Reliability Council which sets the reliability

         13  criteria for New York State. It's a more stringent

         14  rule than the overall reliability requirements that

         15  are set by NERC. They set it because in order to

         16  meet the standard, the state could meet the

         17  standard, but the likelihood of interruptions in New

         18  York City would be higher than the statewide

         19  probability unless -- because New York is dependent

         20  on transmission. It's not an island, but it has

         21  limited transmission interconnections. -- In order

         22  to have the City be at least as reliable as the

         23  state as a whole, the local reliability requirements

         24  for New York City and for Long Island, were

         25  instituted.
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          2                 COUNCIL MEMBER VALLONE: And those

          3  requirements failed to protect us in this case,

          4  correct?

          5                 MR. MUSELER: This outage occurred

          6  despite those requirements, yes, sir.

          7                 COUNCIL MEMBER VALLONE: So this is

          8  not then, because some people are confused about

          9  this, and I've read this in some of the papers, this

         10  is not a call for more power plants, it's a call for

         11  more reliable transmission lines into New York City.

         12                 MR. MUSELER: I think, sir, it's a

         13  call to reevaluate the overall reliability situation

         14  for the state and the City, and that may entail

         15  strengthening the grid. We have enough generation

         16  capacity, if you just stay with the load we have

         17  today, but I think one of the things I think we have

         18  to guard against is fighting the last war, not that

         19  we don't need to evaluate this situation and ensure

         20  that this situation does not cause us a problem, but

         21  we cannot just focus on, this is a wake-up call to

         22  look at the overall reliability criteria that we use

         23  to both design and operate the system, and when I

         24  say we, I mean the industry and the regulators, the

         25  people who regulate us.
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          2                 COUNCIL MEMBER VALLONE: Okay, I'm

          3  sure I agree with some of that, it was interesting.

          4                 Do you know if there are any other

          5  cities right now, either within your jurisdiction or

          6  outside, that are building new power plants within

          7  City limits?

          8                 MR. MUSELER: The only ones that I

          9  personally know about, sir, is there were several

         10  new power plants just completed in Boston, that's

         11  the only ones that I have any personal knowledge of.

         12                 COUNCIL MEMBER VALLONE: Inside the

         13  City limits?

         14                 MR. MUSELER: I believe it's within

         15  the City limits.

         16                 COUNCIL MEMBER VALLONE: Because I'm

         17  not aware of any that are being built right now

         18  anywhere other than New York City, but that's a

         19  topic for you and I to discuss another day.

         20                 Thank you very much. I'll defer now.

         21                 CHAIRPERSON RIVERA: Thank you very

         22  much. Next we have Council Member Hiram Monserrate

         23  that would like to ask a couple of questions as

         24  well.

         25                 COUNCIL MEMBER MONSERRATE: Thank you,
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          2  Mr. Chair. Just following up on my colleague Peter

          3  Vallone's questions discussing the 80 percent of the

          4  generation of electricity or the available

          5  generation within the City limits. I mean, maybe you

          6  can educate me on this. In essence the State or the

          7  City of New York generates enough electricity for

          8  itself; is that correct?

          9                 MR. MUSELER: The state generates

         10  enough electricity for its load plus an 18 percent

         11  reserve margin. Yes, sir, that is true.

         12                 COUNCIL MEMBER MONSERRATE: We have an

         13  18 percent. So then the layman's question was, how

         14  did we get this blackout, sir, because of what

         15  happened in Ohio? And I understand that there's a

         16  lot of technical answers to that, some of which we

         17  discussed here and some of which probably in another

         18  forum we'll be discussing. But I have this question

         19  specifically.

         20                 We had testimony before from the

         21  Midwestern ITS, and -- ISO. I'm sorry, the ISO. And

         22  they testified that they notified New York a few

         23  minutes after the blackout had already occurred.

         24  That's what he testified just before you. So, my

         25  question is, had they called New York, and they
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          2  called their counterpart in New York, what would

          3  have been the course of action?

          4                 And let me even go a step further.

          5  They contact PJM, and as I understand they pulled

          6  off and they were able to still provide some power,

          7  so is that a similar course of action that you would

          8  have undertaken here in New York?

          9                 MR. MUSELER: As I said earlier,

         10  Councilman, I don't know what they would have told

         11  me, and I don't know what I would have done under

         12  those circumstances, and again the lines that were

         13  open, the lines between us and PJM, that was all

         14  done automatically, that was not done by operator

         15  action, that all happened in fractions of a second.

         16  I mean, the PJM system suffered outages, not near to

         17  the extent that New York did, but all that happened

         18  in seconds, and those relays that operated their

         19  equipment.

         20                 COUNCIL MEMBER MONSERRATE: But they

         21  were able to pull off somewhat and save some energy,

         22  and have energy for a significant portion of the

         23  consumers.

         24                 MR. MUSELER: More than we were able

         25  to. Our load, we lost 80 percent of the load, we had
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          2  20 percent of the customers still in service at the

          3  end of the event.

          4                 COUNCIL MEMBER MONSERRATE: So, coming

          5  back to my original question, had you had earlier

          6  notification, what would you have in place, would

          7  you have a policy or a procedure similar to PJM?

          8                 MR. MUSELER: We have our equipment

          9  protection schemes are essentially the same. Again,

         10  the operations that occurred, occurred to protect

         11  those transmission lines, and they're operated

         12  locally. It's an overload. They don't all operate

         13  the same way but basically it's an overload

         14  protection, just like you have circuit breakers in

         15  your house that will trip on overload. Those are the

         16  operations that occurred on a much larger scale. It

         17  was not operators saying, gee, we should do this or

         18  do that or do the other thing, the relay trip, you

         19  know, it's a little bit of a stretch, but just the

         20  circuit breakers in your house trip to prevent the

         21  wires from burning up or prevent damage to

         22  equipment, and that's why the powerplants trip, as

         23  well.

         24                 COUNCIL MEMBER MONSERRATE: Okay, and

         25  I have one question about, is it reliability
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          2  council, is that what you called it?

          3                 MR. MUSELER: The New York State

          4  Reliability Council, yes, sir.

          5                 COUNCIL MEMBER MONSERRATE: The New

          6  York State Reliability Council, and that's something

          7  that your agency or your entity abides by and under

          8  this Reliability Council, you have testified that

          9  there is a notification process; is that correct?

         10                 MR. MUSELER: What I was referring to,

         11  sir, was actually not the reliability council, but

         12  we're also part of the North American Electric

         13  Reliability Council, and I realize there's a lot of

         14  these acronyms and I apologize for that.

         15                 COUNCIL MEMBER MONSERRATE: The North

         16  American Reliability Council?

         17                 MR. MUSELER: Right, NERC, N-E-R-C.

         18  They are the standard setting organization in the

         19  United States for electric system reliability. Their

         20  standards are voluntary. As I mentioned earlier, in

         21  New York they're not voluntary. I'm required to

         22  follow those as I should be, but in many parts of

         23  the country they're voluntary. Within those rules is

         24  a requirement that under certain circumstances we

         25  will initiate a call either to our local region,
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          2  which is New York, Ontario, New England and the

          3  maritimes, or a wider call to NERC for a larger area

          4  of concern.

          5                 COUNCIL MEMBER MONSERRATE: But you're

          6  testifying that this is completely voluntary, so

          7  they're not mandated in any way, shape or form --

          8                 MR. MUSELER: They're not enforceable.

          9  They're not enforceable, that is correct, sir. It's

         10  voluntary.

         11                 COUNCIL MEMBER MONSERRATE: It is

         12  voluntary. And this isn't some document? Is it a

         13  document that is signed upon by different parties, a

         14  document that you can point me to that this

         15  agreement is voluntary?

         16                 MR. MUSELER: Again, it's not

         17  voluntary for us, but there are -- yes, I mean those

         18  are procedures and standards that are published. I'm

         19  sure they're all available on the NERC website, but

         20  we'd be glad to assist getting the Council any

         21  documents you may want.

         22                 COUNCIL MEMBER MONSERRATE: Thank you.

         23                 If you could provide that to us, that

         24  would be extremely helpful, so that we can have a

         25  very clear line of understanding as to what these
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          2  agreements, voluntary or otherwise are, where they

          3  are written and exactly what they say.

          4                 MR. MUSELER: We have in our tariffs

          5  and in our agreements, which are approved by FERC

          6  order, we have a requirement to follow those rules

          7  and regulations and we'll be glad to provide that.

          8                 COUNCIL MEMBER MONSERRATE: And who

          9  comprises the North American Reliability Council?

         10  Who is on that Council?

         11                 MR. MUSELER: The Board of the Council

         12  consists of, and I don't remember the exact number,

         13  but probably in the range of ten to 12 independent

         14  members who are independent of the utility industry

         15  or -- they have to be knowledgeable, but it's an

         16  independent board which was just changed from a

         17  board -- it used to be run by the utility, and it

         18  evolved to an independent board to ensure that the

         19  reliability standards are set without --

         20                 COUNCIL MEMBER MONSERRATE: Are there

         21  representatives of the different ISOs on this board?

         22                 MR. MUSELER: No, sir.

         23                 COUNCIL MEMBER MONSERRATE: So just

         24  the utility companies?

         25                 MR. MUSELER: No. Excuse me for being
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          2  confusing there.

          3                 Previously the NERC board consisted

          4  of people from the utility industry. There are

          5  advisory committees on NERC with those people on

          6  them now, but the governing board changed from a

          7  board that consisted of basically utility executives

          8  to an independent board in order to provide

          9  independence in reviewing reliability standards to

         10  make sure that basically one side of the industry

         11  didn't favor itself over another side of the

         12  industry.

         13                 COUNCIL MEMBER MONSERRATE: Thank you.

         14                 MR. MUSELER: Thank you.

         15                 CHAIRPERSON RIVERA: Thank you very

         16  much, Council Member.

         17                 Next we'll be hearing from Council

         18  Member Gentile who has just joined us in our

         19  Committee.

         20                 COUNCIL MEMBER GENTILE: Thank you,

         21  Mr. Chairman.

         22                 Just following up on some of the

         23  questions of my colleagues, I'm curious, since you

         24  have an overall view of the system at least here in

         25  New York, I'm curious, it appears to me to some
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          2  extent New Yorkers have been duked, and I mean in

          3  that that about a year, within the last year, a year

          4  and a half, as we were all fighting the construction

          5  of the mini power plants around our City, I think

          6  ten or 11 plants around the City, I was fighting the

          7  one that was placed on Staten Island, the Rosebank

          8  community, we were told during that fight that in

          9  addition to the power the grid system was capable of

         10  handling the load and we had the reserves but the

         11  additional power and the grid system would be such

         12  that there would be absolutely really no

         13  circumstance under which we would have to be

         14  concerned at least for the near future, maybe long

         15  term, but in the short term these power plants were

         16  put up in the City and hooked up into the grid for

         17  the express purpose of assuring New Yorkers that we

         18  would not experience any type of a blackout.

         19                 It seems to me that we were duped in

         20  the sense that, well, as you said the power was

         21  sufficient, it appears that the grid system was not.

         22                 In your testimony I see here that you

         23  said that "once a blackout happened, within a few

         24  seconds our system was hit by an unrushing power

         25  flows, reversals and severe frequency in mode
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          2  oscillations. The transmission system was unable to

          3  withstand these severe conditions."

          4                 So, in effect this circumstances

          5  actually was not spoken about during the concern

          6  over the fight for the additional power plants.

          7                 And now from your testimony today

          8  you're also telling us that there is certain

          9  protocol that goes on in the region, in the area,

         10  with the reliability councils that are not even

         11  mandatory. Much of this protocol is only voluntary.

         12  So, in effect, that contributed to the situation we

         13  found ourselves in on August 14th.

         14                 But it seems to me that if we turn

         15  the clock back a year or a year and a half ago, that

         16  we were somewhat duped into having these power

         17  plants being built saying that this was the panacea

         18  and this was the answer to our situation, when in

         19  fact as we heard today, the transmission system was

         20  inadequate and the protocol system is not mandatory.

         21                 MR. MUSELER: Councilman, with respect

         22  to the combustion turbines that you're referring to,

         23  in 2001 we were short of generating capacity in the

         24  City of New York, and those units came on line

         25  throughout that summer, some of them in May and
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          2  through August.

          3                 I can tell you that while you never

          4  know exactly what would have happened, without those

          5  units, the probability of adding a shortage of power

          6  would have been significantly higher.

          7                 So, at the time, just from a

          8  generation standpoint, those units were definitely

          9  needed, and are still needed. New York City does not

         10  have a large surplus of capacity within the City

         11  limits.

         12                 You are correct, it's apples and

         13  oranges. I certainly will say, you know, I said at

         14  the time we needed more generation, whether it was

         15  those units or some other units, but we needed

         16  generation in the City of New York, and we still

         17  don't have a large surplus, there are some plants

         18  coming on line.

         19                 Now, the transmission system, the

         20  question you posed, whether the transmission system

         21  is inadequate or not, I think we don't know the

         22  answer to that yet. For what New York, for the

         23  reliability standards and the design criteria that

         24  are used to design the New York system, we meet

         25  those criteria. Now, that's not very comforting if
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          2  there's a blackout. So, you have to examine the

          3  criteria, but you can't design the system for any

          4  eventuality, because you can always postulate

          5  something happening. Let's say you design the system

          6  to lose the three biggest power plants, well then

          7  what happens when you lose the four biggest power

          8  plants, and you just keep building on scenarios, all

          9  of which cost money, and that's why I say, we have

         10  to await the firm results of the international

         11  commission, and then we have to vote in New York

         12  State, as well as nationally, we have to look at our

         13  reliability criteria, how we design these systems

         14  and how we operate them, in terms of what do we need

         15  to plan for. We never planned for this. Now, maybe

         16  that may be a knock on us in the industry, but

         17  that's what we need to do.

         18                 But I certainly can't say the New

         19  York transmission system or anybody's transmission

         20  system is inadequate, there may well be things we

         21  need to do, and I certainly acknowledge that.

         22                 COUNCIL MEMBER GENTILE: And I

         23  appreciate what you're saying now, but in hindsight,

         24  looking back to when those power plants were built

         25  and what was said at that time, in terms of the
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          2  transmission and in terms of the reliability and in

          3  terms of the possibilities of having a blackout once

          4  those power plants came on line, I still say that

          5  that picture that you just told us was not painted,

          6  at least adequately, when those plants were going

          7  up.

          8                 The fact that there may be a

          9  combination of things that might happen, that these

         10  plants will not help. And I just think that a year

         11  and a half ago, I'm not speaking about now, but a

         12  year and a half, year and a half ago when those

         13  plants were going up, that this City was duped into

         14  believing something that was not true.

         15                 CHAIRPERSON RIVERA: Thank you very

         16  much. We are running about an hour and a half behind

         17  now, so I want to thank you very much for coming and

         18  testifying today before the State and Federal Leg

         19  and Environmental Committee. Thank you very much.

         20                 MR. MUSELER: Thank you, Council

         21  Member Rivera.

         22                 MR. FRYLATER: I hope I didn't talk

         23  too much.

         24                 CHAIRPERSON GENNARO: And I wish to

         25  thank you as well. I mean, we're grateful to have
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          2  you here with us. Like the Midwest ISO you don't

          3  technically have to be here, you came here because

          4  you want to be here, you wanted to talk about the

          5  issues, we're very, very grateful for that. Thank

          6  you.

          7                 MR. MUSELER: Thank you, Councilman

          8  Gennaro.

          9                 CHAIRPERSON RIVERA: Thank you,

         10  gentlemen.

         11                 Now we're going to be calling up the

         12  Northeast Power Coordinating Council. Now, once

         13  again I would like to say we are running about an

         14  hour and a half behind, so all the questions and

         15  answers should be brief and to the point so that we

         16  can get back on schedule.

         17                 Thank you very much for joining us

         18  here today, if you could just state your name into

         19  the record and I believe our Counsel will be filling

         20  you in.

         21                 MR. DURKIN: My name is Charles J.

         22  Durkin, Jr.

         23                 MS. DeCOSTANZO: Please raise your

         24  right hand.

         25                 In the testimony that you are about
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          2  to give, do you swear or affirm to tell the truth,

          3  the whole truth and nothing but the truth?

          4                 MR. DURKIN: Yes.

          5                 MS. DeCOSTANZO: Thank you.

          6                 MR. DURKIN: You should have copies of

          7  my testimony, they were delivered yesterday. I will

          8  condense those remarks into a short summary.

          9                 As I said, my name is Charles J.

         10  Durkin, Jr., I am Chairman of the Northeast Power

         11  Coordinating Council, the international regional

         12  electric reliability organization for northeastern

         13  North America.

         14                 Prior to acceptance of this position,

         15  in January 1999, I was the Senior Power Executive

         16  for Con Edison in New York City.

         17                 I'm glad to have this opportunity to

         18  appear before you to discuss reliability of the

         19  electric power system and share my thoughts

         20  regarding the lessons that can be learned from the

         21  events experienced on August 14th.

         22                 Let me start by giving you a brief

         23  description of NPCC. The Northeast Power

         24  Coordinating Council is one of ten Regional

         25  Reliability Councils which together make up the
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          2  North American Electric Reliability Council. NPCC's

          3  region encompasses Northeastern North America,

          4  including all of New York and New England, and the

          5  area in Eastern Canada consisting of the Ontario,

          6  Quebec and the Maritime Provinces.

          7                 NPCC is almost equally balanced,

          8  about 50 percent US load and 50 percent Canadian

          9  load. Approximately 70 percent of Canada's load is

         10  located within the NPCC region.

         11                 A major lesson learned from 1965

         12  Northeast Blackout was that region-wide coordination

         13  is required for reliability. Adoption of NPCC

         14  criteria, guides and procedures was aimed at

         15  reducing the likelihood of a cascading type of

         16  blackout.

         17                 Within NPCC compliance has been

         18  detained through the combination of non-monetary

         19  sanctions and well-designed markets. While much

         20  investigation and analysis remains, it appears that

         21  the fundamental obligation of each interconnected

         22  system to operate their system in an annualized

         23  state was not complied with on August 14th.

         24                 Speaking from an NPCC perspective, by

         25  the time the systems in New York and Ontario saw
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          2  indications of a serious problem, it was already too

          3  late.

          4                 The sequence of events experienced in

          5  the NPCC region on August 14th happened in a very

          6  short time period, seconds, and was initiated by

          7  events outside of our boundary.

          8                 The immediate electrical events

          9  observed in NPCC prior to the blackout occurred

         10  starting at approximately 4:30 p.m. Eastern Daylight

         11  Time, with a sudden reversal power flow between

         12  Ontario and Michigan.

         13                 The NPCC system appears to have

         14  remained stable during this initial surge. Within a

         15  minute or so the NPCC region observed large

         16  onrushing power flows and severe frequency in load

         17  oscillations. Subsequent power swings islanded

         18  portions of NPCC region from the eastern

         19  interconnection, leaving Ontario, Eastern New York,

         20  including New York City, Western Connecticut and

         21  Northern New Jersey shut down.

         22                 Early indications that the systems in

         23  NPCC designed to protect power system equipment

         24  operated as expected.

         25                 The events of August 14th have
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          2  focused attention on the reliability interdependency

          3  of systems within the eastern interconnection. This

          4  interdependency is by design.

          5                 The resources of the interconnected

          6  systems have throughout the years successfully

          7  supported individual utilities during times of

          8  capacity shortages following sudden contingencies.

          9                 As a result of this support blackouts

         10  have been avoided. With regard to actions that can

         11  be taken to reduce the potential for future

         12  blackouts, it is purely to speculate until the

         13  investigations currently underway are completed.

         14                 Some of these possible actions can be

         15  extremely costly.

         16                 However, in the mean time NPCC has

         17  indicated its support for enactment of US

         18  reliability legislation and is preferenced for

         19  section 16-031 of the House Bill number six, that's

         20  previously passed by the House of Representatives.

         21                 NPCC prefers the language in Section

         22  16-031 because it contains express acknowledgment of

         23  a necessity for more stringent criteria to address

         24  the unique reliability needs within New York.

         25                 In closing, I thank you for the
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          2  invitation to speak with you today and I reaffirm

          3  NPCC's unwaivering commitment to ensuring a high

          4  level of electric system reliability.

          5                 CHAIRPERSON RIVERA: Thank you very

          6  much.

          7                 First I'd like to ask, is there

          8  anything that the federal government or the federal

          9  Energy Regulatory Commission can do in particular to

         10  your standards to mandate that they become, you

         11  know, mandatory all across the board to ensure that

         12  this doesn't happen again. Have you worked with any

         13  congress person in order to do so?

         14                 MR. DURKIN: We don't lobby, but I did

         15  testify, I guess it was September 3rd, before the

         16  House and Congress Committee, and made the same

         17  statement that we support the reliability

         18  legislation, basically because it will make

         19  compliance mandatory.

         20                 CHAIRPERSON RIVERA: Okay. And you

         21  mentioned the non-monetary sanction that can be

         22  imposed, do you have any examples of the

         23  non-monetary sanctions you can impose?

         24                 MR. DURKIN: Yes, let me start with a

         25  little bit longer explanation.
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          2                 Our membership agreement requires the

          3  members to comply with our guide's policies and so

          4  forth, criteria. We assess that and make sure that

          5  they are in compliance.

          6                 The first level of motivation to

          7  comply is the pure pressure people experience if

          8  they were not in compliance, and then we have an

          9  escalating process in which we notify senior members

         10  of the companies they work for, and then finally the

         11  regulators who regulate those company's activities.

         12  We have a very interested regulatory participation

         13  in our Council. We meet, the Executive Committee

         14  meets about six months -- six times a year, and it's

         15  always attended by at least a couple of regulators,

         16  and often by three or four, including regulators in

         17  Canada.

         18                 CHAIRPERSON RIVERA: Okay. Would the

         19  federal legislation allow you to impose any rate or

         20  sanctions?

         21                 MR. DURKIN: Certainly we don't need

         22  federal legislation, we can decide to do that to

         23  ourself if we wanted to.

         24                 The North American Electric

         25  Reliability Council would probably support monetary
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          2  sanctions, but we have found that a well-structured

          3  marketplace brings significant monetary penalties

          4  independent of any action we take, for lack of

          5  compliance.

          6                 I'll give you an example. The

          7  requirement within our criteria that a certain

          8  amount of generation be available at all times in

          9  the event something happens, if performance on

         10  activating that generation doesn't meet our

         11  requirements, the amount that has to be made

         12  available increases and that brings with it of

         13  course a monetary penalty to the operators with our

         14  system and what part of our system that might be,

         15  and we find that those market incentives bring a lot

         16  more motivation to adhere to criteria than a fine

         17  which may actually be small in comparison to the

         18  market cost.

         19                 CHAIRPERSON RIVERA: Okay, thank you

         20  very much.

         21                 We have Council Member Gennaro.

         22                 CHAIRPERSON GENNARO: Thank you.

         23  Thanks for being here, I appreciate it.

         24                 It is our understanding that the NPCC

         25  is conducting a coordinated investigation on the
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          2  blackout events which occurred within our region,

          3  and when will this analysis be completed?

          4                 MR. DURKIN: We expect it to be -- the

          5  best way to put this is, the analysis is coordinated

          6  through the BOE Canadian Task Force approach. We are

          7  actively supporting the efforts going on in NERC in

          8  order to understand exactly what happened.

          9                 Now, within NPCC, we need to know

         10  exactly what happened within our region. The

         11  information that we need to run those studies is

         12  still being developed at the NERC level.

         13                 We as a separate group participating

         14  with neighboring regional councils have developed

         15  the models of electric systems we needed for that

         16  study. They are presently developed, they are called

         17  "low-flow analysis model," and we are in the

         18  process of developing what's called a dynamic

         19  analysis case, which will allow us to look at

         20  exactly what happened in those very few seconds.

         21                 We expect to have that finished some

         22  time this week. Now, to give you a direct answer on

         23  how long, it depends on when we get the information

         24  back from the task force that we need in order to

         25  learn those studies.
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          2                 Our target to finish with

          3  recommendations and so forth is by the end of the

          4  year.

          5                 CHAIRPERSON GENNARO: Thank you. All

          6  these studies that are being performed by the

          7  various entities, New York State is doing one,

          8  you're doing one, the federal government is doing an

          9  international one; what attempt is there going to be

         10  that you know of to bring all these studies together

         11  so that all the various entities that are doing

         12  studies can mutually benefit from all its activity?

         13  Is there some sort of grant symposium of all the

         14  studies that are being done on this?

         15                 I mean, to what extent do you -- I

         16  mean, you're going to take your study and how is the

         17  information going to be shared, and how are people

         18  going to come to benefit from the good work that

         19  you're doing.

         20                 MR. DURKIN: We will share many

         21  findings that we determine to the analysis, without

         22  any question.

         23                 In order to keep this together and

         24  not to have multiple studies, we supported the

         25  combined effort that NERC is working with their
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          2  Steering Committee. Some people use the same models

          3  and so forth.

          4                 I expect that each level of

          5  governmental oversight will bring with it a

          6  different perspective on the types of

          7  recommendations that they think are most important,

          8  and so I expect there will be one study with one

          9  technical result as opposed to what happened,

         10  explaining what happened, but then each governmental

         11  layer, be it the state layer, be it the regulators

         12  at the state level, be it the federal regulators,

         13  the Department of Energy, the combined Canadian US

         14  approach, will focus on different types of

         15  recommendations.

         16                 CHAIRPERSON GENNARO: Thank you.

         17                 Thank you very much.

         18                 CHAIRPERSON RIVERA: Thank you very

         19  much for joining us here today. I see there are no

         20  other questions and no other Committee members here

         21  at this time. Thank you very much for joining us.

         22                 MR. DURKIN: I'm glad I could be here,

         23  and thank you for your interest.

         24                 CHAIRPERSON RIVERA: Thank you.

         25                 Next we'll be hearing from Con
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          2  Edison, Kevin Burke, President and Chief Operating

          3  Officer. Thank you very much, Mr. Burke.

          4                 And I also see our good old friend,

          5  John Banks, who was formerly the Chief of Staff of

          6  this great body, who is in the audience here today.

          7                 Proceed with your testimony.

          8                 MR. BURKE: I'm Kevin Burke.

          9                 MS. DeCOSTANZO: In the testimony that

         10  you're about to give, do you swear or affirm to tell

         11  the truth, the whole truth and nothing but the

         12  truth?

         13                 MR. BURKE: Yes.

         14                 MS. DeCOSTANZO: Thank you.

         15                 MR. BURKE: Good afternoon. Thank you,

         16  Majority Leader Rivera, Chairman Gennaro and

         17  Councilman, Council members who have returned, thank

         18  you.

         19                 My name is Kevin Burke, I'm the

         20  President of Consolidated Edison Company of New

         21  York.

         22                 I welcome the opportunity to discuss

         23  Con Edison of New York's experience during the

         24  August 14th power outage, and to participate in the

         25  efforts to learn from this event.

                                                            105

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2                 From what we know so far, the power

          3  outage was a widespread fast-moving event. A number

          4  of organizations have initiated investigations,

          5  including the US Canada Joint Task Force on the

          6  Power Outage, the US Department of Energy, the North

          7  American Electric Reliability Council, the Northeast

          8  Power Coordinating Council, the Utility Regulatory

          9  Commissions in New York and other affected states,

         10  the regional independent system operators, various

         11  utilities, including Con Edison.

         12                 It will take time to obtain all of

         13  the facts and be able to present the full and

         14  accurate picture of the event. A great deal of data

         15  is being collected and analyzed and we should take

         16  care not to draw conclusions prematurely.

         17                 Today I would like to provide a brief

         18  overview of our system, after which I will talk

         19  about what happened at Con Edison on August 14th and

         20  how we restored electricity to our customers.

         21                 Con Edison of New York delivers

         22  energy to 3.1 million electric customers. Our

         23  service area includes New York City and Westchester

         24  County. During the restructuring of the electric

         25  industry in New York, we sold most of our generating

                                                            106

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2  facilities to independent suppliers, and transformed

          3  from a vertically integrated utility into an

          4  electric delivery utility.

          5                 Primarily we transmit and distribute

          6  electricity that is generated by others.

          7  Transmission refers to the high voltage system we

          8  use to transmit power over long distances.

          9                 Substations transform the electricity

         10  to lower voltages, and the distribution system in

         11  turn delivers electricity to customers.

         12                 Con Edison also delivers gas

         13  throughout most of its service area and steam in

         14  portions of Manhattan. We are a member of the New

         15  York Independent System Operator which administers

         16  the state's wholesale electricity markets, and is

         17  responsible for the safe and reliable operation of

         18  New York's bulk power transmission grid.

         19                 Our system is connected to other

         20  utility systems through interconnections. These

         21  interconnections link the Con Edison transmission

         22  system to the eastern transmission grid that covers

         23  large parts of the country from the northeast to the

         24  Rocky Mountains and into Canada.

         25                 Being connected to a larger grid
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          2  allows utilities to share energy and operating

          3  reserves with other utilities, which increases

          4  reliability and operating efficiency.

          5                 We protect our people and equipment

          6  with a complex system of centers, relays and circuit

          7  breakers. The system must remain constantly in

          8  balance. The electricity provided to us by suppliers

          9  cannot be stored, so the energy supply and

         10  generation must match customer demand.

         11                 On August 14th, just before the

         12  outage, the Con Edison system was operating with

         13  adequate resources, and there were no unusual

         14  conditions.

         15                 Preliminary reviews have indicated

         16  that the initiating events preceding the outage

         17  occurred hundreds of miles outside of the Con Edison

         18  service area.

         19                 Just before 4:11 Eastern Daylight

         20  Time, voltage on our system began fluctuating and

         21  declining, frequency began to drop and the voltage

         22  continued to fluctuate and did not recover. There

         23  was a loss of generation in transmission and the

         24  system shut down very quickly.

         25                 According to information from the
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          2  North American Reliability Council published by the

          3  New York ISO, approximately 61,800 megawatts were

          4  lost throughout the Northeastern United States and

          5  Canada.

          6                 Changes put in place as a result of

          7  our experience with the 1965 and 1977 outages,

          8  allowed our system to shut down without significant

          9  electrical or mechanical damage, which ultimately

         10  facilitated the restart process.

         11                 Studies are underway to understand

         12  what caused the changes in frequency in voltage, and

         13  determine the exact sequence of events. We are

         14  continuing to analyze all of our own data and will

         15  review information from others as it becomes

         16  available to us.

         17                 Following the shutdown we started

         18  restoration efforts immediately. The New York ISO

         19  has a restoration plan for the state, and Con Edison

         20  has a set of predetermined start-up procedures for

         21  our system. Accordingly, we worked in coordination

         22  with the New York ISO and neighboring utilities to

         23  restore service.

         24                 Because the system operators had

         25  predetermined start-up plans available to them, they
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          2  were able to begin restoration efforts without

          3  having to perform time-consuming analyses and

          4  planning. Highly trained and experienced operators

          5  staff our control rooms.

          6                 In New York City, because of our load

          7  density and the complexity of our underground

          8  system, restarting has to be done very carefully,

          9  thoughtfully and methodically, and in coordination

         10  with others. It requires tight control of system

         11  voltage and the balancing of cable and equipment

         12  capacity with customer load and available

         13  generation. The restoration of the transmission and

         14  distribution systems could only occur with the

         15  restoration of generation.

         16                 The first priority was to establish a

         17  stable "backbone" by sequentially reconnecting parts

         18  of the transmission system to transmission lines

         19  that were connected to a source of power.

         20                 As each new section was energized, we

         21  supplied electricity to the appropriate number of

         22  customers necessary to maintain adequate

         23  transmission system voltage.

         24                 Voltage must be maintained within

         25  certain limits to prevent damage to our equipment.
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          2  Our work was closely coordinated with NYISO to

          3  ensure that generation and load were in balance.

          4  Ties to New Jersey became available and we used them

          5  to re-energize our system.

          6                 Once the "backbone" became stable,

          7  and as additional generation came on line,

          8  substations and distribution lines were energized to

          9  provide electricity to our remaining customers.

         10                 By 8:30 a.m. on Friday, in the most

         11  densely populated area of the region, Con Edison

         12  crews had restored electricity to more than one and

         13  a half million of our 3.1 million customers. By 6:00

         14  p.m., that number was about 2.6 million customers,

         15  or approximately 85 percent of our customers in New

         16  York City and Westchester County.

         17                 Throughout the restoration process,

         18  we communicated with customers. We activated a

         19  message on our telephone system describing our

         20  energy system's condition for our customers who

         21  called. The message was updated throughout the

         22  restoration process. On August 14 and 15 we made

         23  telephone calls to customers with life support

         24  equipment who are enrolled in our notification

         25  process, and to our 1,500 vital service customers
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          2  such as hospitals, nursing homes, and police and

          3  fire stations.

          4                 We worked closely with government

          5  agencies throughout the region. Representatives from

          6  the City's Office of Emergency Management and the

          7  New York City Police Department came to our

          8  Corporate Emergency Response Center. We sent Con

          9  Edison officials to OEM headquarters, the New York

         10  City Police Command Center and the Westchester

         11  Emergency Operations Center.

         12                 Electricity was fully restored

         13  throughout the Con Edison system in 29 hours, and

         14  for many customers much sooner. I'm glad to report

         15  that our restoration effort was completed without

         16  injury to the public or the Company personnel, and

         17  without damage to critical equipment.

         18                 Substantial data is available that

         19  should allow the various investigators now at work

         20  to determine the causes and sequences of events. I'm

         21  optimistic that what we learn from these

         22  investigations will enable us to further reduce the

         23  small probability of such events recurring in the

         24  future.

         25                 During the past month, a lot of
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          2  attention has been focused on the grid, and the

          3  possibility that interconnections between regions

          4  aggravated the situation. As I mentioned previously,

          5  Con Edison is part of a larger electricity grid that

          6  covers much of the eastern United States and

          7  portions of Canada.

          8                 The interconnection of transmission

          9  systems improves the reliability of individual

         10  systems. Transmission lines provide access to

         11  additional generation when local generating

         12  resources are offline or insufficient to meet peak

         13  loads. Transmission lines also provide access to

         14  competitive sources of electricity.

         15                 Our energy delivery infrastructure is

         16  more than just cables, transformers, ducts and

         17  substations. It's an essential platform for New

         18  York's economic vitality and growth. New York's

         19  residents and businesses, its skyscrapers,

         20  hospitals, schools, financial markets, tourist

         21  attractions and cultural centers, all depend on

         22  electricity.

         23                 I believe that the investigation into

         24  the events of August 14 ultimately will improve the

         25  nation's electric systems, and Con Edison welcomes
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          2  the opportunity to work with others to improve

          3  electric system reliability.

          4                 Again, I thank you for the

          5  opportunity to speak before you today.

          6                 CHAIRPERSON RIVERA: Thank you very

          7  much.

          8                 First I'd like to ask the question

          9  on, how much money had Con Edison invested in

         10  maintaining and upgrading the grid over the past

         11  five years?

         12                 MR. BURKE: In the past five years,

         13  when we look at our electric energy delivery system,

         14  and I'm just talking about electricity here, not gas

         15  and steam, we're probably about $2.4 billion. This

         16  year we'll be over a half a billion dollars in our

         17  just electric delivery system, the substantial

         18  investment.

         19                 CHAIRPERSON RIVERA: Do you have more

         20  investments coming down the pike?

         21                 MR. BURKE: We have many more

         22  investments. We're doing a lot of work in New York

         23  City right now and we're going to continue to do a

         24  lot of work.

         25                 CHAIRPERSON RIVERA: Okay. Now, one of
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          2  the main concerns that a lot of the constituents had

          3  within certain areas within the South Bronx and

          4  Lower Manhattan was that we have subtransfer

          5  stations within these locations, yet they were the

          6  last regions to receive their power back, opposed to

          7  other locations that do not have subtransfer

          8  stations; is there any reason why they were the last

          9  to receive their power back in -- like in the Bronx,

         10  for example, we have Throggsneck that received their

         11  power back as of eight o'clock on August 14th, but

         12  we also had the South Bronx who received it back the

         13  next morning, which they have a subtransfer station

         14  but Throggesneck does not; do we know why that

         15  happened?

         16                 MR. BURKE: If I could take a few

         17  minutes to describe this process of how you restart

         18  a power system, I think it would be useful.

         19                 The first thing we had to do was find

         20  out where is their power to deliver to customers.

         21  All of the generation was off-line. We have ties to

         22  other utilities, and at the end of that transmission

         23  line there's another substation. And what we quickly

         24  learned was that all of the substations that we were

         25  tied to had no electricity.
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          2                 So, in conversations that we had with

          3  the New York ISO and with some neighboring

          4  utilities, we found that the first thing we could do

          5  was to tie in to some transmission lines that come

          6  out of -- you know, what we've been talking about

          7  today is PJM, the Pennsylvania, Jersey, you know,

          8  Maryland system, through public service, electric

          9  and gas over in Jersey, and they could provide a tie

         10  into the Con Edison system, one through the north of

         11  their system, and come in, you know, across the

         12  Hudson River and into Westchester, and then also a

         13  substation in New Jersey which then continued into

         14  Brooklyn and backfeed into Staten Island.

         15                 And what you need to do is tie these,

         16  energize a transmission line, when you energize a

         17  transmission line, the voltage at the far end of the

         18  line can increase, and it can increase so much that

         19  it can damage equipment.

         20                 If you connect customers to the end

         21  of that transmission line, at the substation at the

         22  end of that transmission line, their demand for

         23  electricity tends to lower that voltage.

         24                 So what you need to do is you need to

         25  energize the line, the voltage will go up, bring
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          2  electricity to the customers, the voltage will go

          3  down, but at the same time I also need a source of

          4  electricity being generated or supplied on a

          5  transmission line to supply those customers.

          6                 If I energize the line and don't have

          7  enough electricity to energize the customers at the

          8  end of that line, I may have to de-energize the line

          9  and come backward.

         10                 So, the way the system worked is the

         11  first thing we did is we were coming from the north

         12  through Westchester, and in through the south. We

         13  wanted to get in through Staten Island because there

         14  was a powerplant, it's physically located in New

         15  Jersey, but the only electrical connection it has is

         16  to a substation in Staten Island, and we knew if we

         17  could get a line to them, we could connect into them

         18  and then they could feed more electricity into the

         19  system and you could continue this process.

         20                 So, we wound up coming down, you

         21  know, first in Westchester and next within the

         22  Bronx, we have a substation in the Bronx, coming up

         23  through the north, and what's important to do then

         24  is to try to tie these two lines together so that

         25  you have a more stable system. You know, for a
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          2  fairly long period of time -- well, it seemed like a

          3  long period of time to us, we had our transmission

          4  system in a condition that we would never operate

          5  that transmission system in because we didn't have

          6  the multiple ties that we're used to in New York

          7  City. We were able to tie those systems together and

          8  then the next thing you want to do is tie the

          9  transmission lines to other generating plants,

         10  because once you tie the line into them, in some

         11  cases you can bring them power so they can start up

         12  and in a couple hours they'll be adding more

         13  electricity back into the system.

         14                 So, in some cases, some people got

         15  electricity early on, and people would wonder why am

         16  I getting electricity early on, it really has to do

         17  with the design of the system, and in this case

         18  where the electricity was available. You know, if in

         19  another situation the electricity was available from

         20  Long Island, say, it would have been a different

         21  route and a different plan would have been used.

         22                 So, in some cases the first thing you

         23  really want to do is get that backbone transmission

         24  system connected, stable, see how many of the

         25  transmission lines I can get to the generating
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          2  station, because without those generating plants you

          3  can't supply the customer's energy needs anyway. And

          4  that's why some people will wonder, well, gee, I'm

          5  close to a substation, but if it wasn't a substation

          6  along the route of March, if you will, you might not

          7  have gotten electricity, or if I got to that route

          8  in March, and I didn't need then to keep the voltage

          9  down, I could go somewhere else, I might not want to

         10  use the electricity at that substation, I might want

         11  to get to the next one, so I can get closer to the

         12  power plant.

         13                 So, it's a fairly technical process

         14  and we have plans laid out to do that, but for

         15  people who don't understand the system, you know, I

         16  understand, they could have questions about how it

         17  worked.

         18                 CHAIRPERSON RIVERA: Now, obviously,

         19  you know, New York City is, you know, using a lot of

         20  electricity to date, and currently we have the

         21  supply to meet the demand, but what about in the

         22  future?

         23                 I know that there were reports saying

         24  that in the upcoming years we're not going to be

         25  able to meet up with the demand in the City of New
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          2  York; how do we address that issue.

          3                 MR. BURKE: I think right now we are

          4  in balance. We have plans for people to build

          5  generating plants, you know, both in New York City,

          6  and you need generating plants in the area. But I

          7  think there's a growth in the use of electricity, I

          8  think it's good for the quality of life in New York

          9  City. We see some larger increases in the need for

         10  electricity in the residential areas, as opposed to

         11  the commercial areas in the last two or three years.

         12  And I think that shows more people are usually more

         13  electronically licensed, more computers. It's

         14  improving their quality of life. It's improving the

         15  education for their children.

         16                 People don't just, you know, waste

         17  electricity. Some people say, well, you should use

         18  electricity, I think they're using it for

         19  essentially good purposes, improving the quality of

         20  life, and I think that's what we're all about in

         21  many cases, right?

         22                 CHAIRPERSON RIVERA: Right. Thank you

         23  very much, Kevin.

         24                 We've also been joined by Council

         25  Member DeBlasio, and I also know my colleague here
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          2  would like to ask a couple of questions.

          3                 Council Member Gennaro.

          4                 CHAIRPERSON GENNARO: Mr. Burke, thank

          5  you. Thank you for being here today. First of all,

          6  at the outset I'd like to thank Con Ed and staff for

          7  their outreach to the local elected officials. It

          8  was very substantial. I was in contact with John

          9  Banks and Mike Landanan and Kalkin, Slotto, and all

         10  the people who comprise your team. There was a lot

         11  of questions coming to my office, and we did our

         12  best to get it out to them, because we were in

         13  constant contact with your people, and so thank you,

         14  as always, for their good service and for their

         15  diligence, and it was greatly appreciated,

         16  particularly under these circumstances.

         17                 MR. BURKE: Okay, thank you. I'll

         18  share that with them. I'm sure Carol and others will

         19  be happy to hear that.

         20                 CHAIRPERSON GENNARO: And I guess any

         21  measure of a successful, or measure of success for

         22  putting the system back on line after it came down

         23  so suddenly, because I understand if you bring the

         24  system up too quickly you can burn out equipment,

         25  you can burn out the station, you can cause havoc on
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          2  the system. Certainly there was an attempt to bring

          3  it up as quick as possible because people want the

          4  power, but, yet, you know, to do so and to do it too

          5  quickly would be to compromise your ability to bring

          6  it back.

          7                 I mean, can you characterize for us

          8  the loss of equipment that you suffered in sort of

          9  like the, in the restart, can you give us an

         10  assessment of that?

         11                 MR. BURKE: I was very pleased with

         12  what happened. We didn't have any significant

         13  equipment damage. As I mentioned, during the

         14  restructuring of the industry we had sold out power

         15  plants, and based upon some of their prior

         16  experience we had added equipment to those plants so

         17  that they didn't suffer the damage that some of them

         18  suffered in the 1965 blackout, and we were pleased

         19  to see that that equipment operated and performed

         20  the function that it was put to, and some cases,

         21  some of this equipment has never been used, other

         22  than being tested and inspected and things like

         23  that. In the real operational event, it hadn't been

         24  used in a long time, and it did come through and

         25  allowed us to restore the system and to bring the
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          2  level of reliability that the customers expect back

          3  quickly.

          4                 CHAIRPERSON GENNARO: So you really

          5  suffered no major equipment failure in the restart?

          6                 MR. BURKE: In the restart there was

          7  no major equipment failure, it was very good.

          8                 CHAIRPERSON GENNARO: Because I had

          9  been noticing around town, particularly in my area,

         10  in Queens, a huge amount of Con Ed operations going

         11  on and replacement of equipment. I like to joke

         12  sometimes that, sometimes I call it "camp Con Ed,"

         13  there's a lot of activity going on and so we're

         14  grateful for that replenishment of the system.

         15                 I know there have been some ongoing

         16  long-term voltage problems in and around my area

         17  which are rapidly being rectified and that's, you

         18  know, very, very heartening, and, so, I'm very

         19  grateful for those efforts, and I'm glad to hear

         20  that there are no major failures in your restart

         21  efforts, and I guess as a final, do you have any

         22  insights on what the federal government could or

         23  should do in order to improve communications,

         24  improve reliability or whatever the steps the

         25  federal government may want to mandate as a result
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          2  of this, so that we're less likely to see such a

          3  catastrophic outage; your own perspective on that?

          4                 MR. BURKE: I think I'll reinforce one

          5  thing that has been mentioned a couple times before

          6  and add a little bit to that.

          7                 In New York State we operate under

          8  the New York ISO, and I think in Mr. Museler's

          9  testimony he said that started in 1999. That is the

         10  successor of a New York power pool, which was

         11  created after the blackout in 1965. So, the

         12  utilities in New York State have been operating

         13  under, first, the power pool, and then the

         14  independent system operator, with the federal rules

         15  and the federal requirements that we're required to

         16  follow. And that has been mentioned before, and I

         17  think it's important that everybody follow the same

         18  rules if actions in another area, and we knew that

         19  could happen, and unfortunately it did happen, could

         20  affect us.

         21                 The other issue that hasn't been

         22  mentioned is in that legislation, there's also a

         23  provision that would allow the New York State

         24  Reliability Council to impose tighter standards and

         25  stricter reliability rules that are necessary on a
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          2  national basis. We think that's important, that

          3  provision is in some of the draft legislation, and

          4  we hope that that is passed. There are some people

          5  who think there should be national standards, we

          6  think have the national standards, make them

          7  mandatory and let New York kick it up a level.

          8                 CHAIRPERSON GENNARO: Thank you.

          9                 Also one more thing. Is there any --

         10  we've had a lot of testimony here today, and is

         11  there anything in the previous witness's testimony

         12  that you wish to respond to or react to or have any

         13  perspectives on?

         14                 MR. BURKE: No, I think I agree with

         15  what I heard today, you know, what we know as of

         16  today, we'll learn a lot more as the investigations

         17  continue.

         18                 CHAIRPERSON GENNARO: Thank you, Mr.

         19  Burke. Pleasure to have you here.

         20                 MR. BURKE: Thank you.

         21                 CHAIRPERSON RIVERA: Thank you. And we

         22  also have Council Member Peter Vallone that would

         23  like to ask a couple of questions.

         24                 COUNCIL MEMBER VALLONE: Thank you,

         25  Mr. Chair.
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          2                 Let me commend you and all of Con Ed

          3  for the work you did during the blackout, to restore

          4  it so quickly.

          5                 MR. BURKE: Thank you.

          6                 COUNCIL MEMBER VALLONE: That was a

          7  fine effort.

          8                 Just a quick question, though,

          9  because this was a problem with transmission lines,

         10  I'm well aware of the fact that we have our own

         11  problems here in New York City with transmission

         12  lines. Down the block from my office, 50 feet away,

         13  we had a fire a month ago because a transmission

         14  line that was over 50 years old sparked and put a

         15  fire, the gas went onto a building and it was ugly.

         16  So, I just wanted an update on what Con Edison is

         17  doing to improve its own transmission lines?

         18                 MR. BURKE: I mentioned earlier that

         19  this year we're spending over a half a billion

         20  dollars on our transmission and distribution system.

         21  The incident that you referred to was a local

         22  distribution system, and a lot of that equipment we

         23  are replacing and we do have some programs in place

         24  to replace them, but also to expand and to meet the

         25  needs of the customers. The customers are using a
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          2  lot more electricity than they had in the past. I

          3  think it's good, shows the economy in the City is

          4  growing, it shows people -- the quality of life of

          5  the City is growing.

          6                 So, we are doing, we have a number of

          7  programs to replace existing equipment and then also

          8  to develop some new equipment.

          9                 COUNCIL MEMBER VALLONE: I appreciate

         10  that, but you said a half a million?

         11                 MR. BURKE: Half a billion, sorry.

         12                 COUNCIL MEMBER VALLONE: I was very

         13  worried there for a second.

         14                 MR. BURKE: And we probably spent half

         15  a million before I came in here today.

         16                 COUNCIL MEMBER VALLONE: Okay, thank

         17  you.

         18                 CHAIRPERSON RIVERA: Thank you very

         19  much, Kevin, for joining us here today, and thank

         20  you for all your hard work.

         21                 MR. BURKE: Thank you very much.

         22                 CHAIRPERSON RIVERA: Next we're going

         23  to be hearing from Liam Baker and David J. Manning,

         24  Senior Vice President for Corporate Affairs of

         25  KeySpan. And Liam Baker is from Reliant Energy.
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          2                 Thank you very much. I guess our

          3  Counsel now will swear you in.

          4                 MS. DeCOSTANZO: Please raise your

          5  right hand.

          6                 In your testimony that you're about

          7  to give, do you swear or affirm to tell the truth,

          8  the whole truth and nothing but the truth?

          9                 MR. MANNING: I do.

         10                 MR. BAKER: I do.

         11                 MS. DeCOSTANZO: Thank you.

         12                 MR. MANNING: Thank you, Mr. Chairman.

         13                 My name is David Manning from

         14  KeySpan. We do have written testimony submission, in

         15  light of the hour I would rather just speak to it,

         16  if I may?

         17                 Just so you're aware, I have with me

         18  from KaySpan Irwin Schab, who is the Operations

         19  Manager of the Ravenswood Plant, and then I think

         20  we'll turn it over to Reliant after our testimony.

         21                 Just very quickly, KeySpan Energy is

         22  the largest investor-owned power generator in New

         23  York State, and within the City of New York we have

         24  a little over 2,000 megawatts at our Ravenswood

         25  facility, soon to be expanded by 250 megawatts that
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          2  will be on-stream, well, certainly in testing phase

          3  in the next couple of months, we hope. And we are

          4  also the operators under contract of the Long Island

          5  Power Authority System.

          6                 The Long Island Power Authority

          7  supplies 1.6 million customers immediately adjacent

          8  to Con Ed system, and we operate that system for

          9  them under contract, under their direction.

         10                 And may I say, with the number of

         11  inquiries which are going on now over the blackout,

         12  I think it's important that this Committee remain

         13  diligent, and I think what I would like to speak to

         14  is some of the questions that you might look to that

         15  analysis, some of the questions you might be asking

         16  when you look at that analysis when we do when it

         17  becomes available.

         18                 Firstly, I think it's very important,

         19  the level of communication, both in terms of

         20  technology employed, and the rules, between the

         21  ISOs, the generators and the system operators. I

         22  would say on behalf of KeySpan, because that the

         23  technology links the functional, practical function

         24  links and the rules links between the New York ISO

         25  and KeySpan and Con Ed are superior to others. And I
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          2  think that will be an interesting analysis to watch,

          3  is the level of technology, the technology available

          4  for the communication between the ISO and its

          5  providers, in how it stacks up to that in New York.

          6  And I think if I could just echo the words of Mr.

          7  Burke, I think the working relationship between the

          8  ISO and KeySpan and Con Ed is excellent. It's also

          9  very important that the New York ISO is clearly in

         10  charge. Be aware that we take our direction, not

         11  only in moments such as this, but on a day-to-day

         12  basis, the ISO runs the show, and we have a lot of

         13  automatic features that confirm that, and that is

         14  one of the reasons why the system works as well as

         15  it does.

         16                 I want to speak specifically to the

         17  Ravenswood plant, because it's such a large piece of

         18  New York's needs. It alone represents about 2,200

         19  megawatts which is probably over 25 percent of the

         20  City's supply at any given time.

         21                 But one of the comments that Mr.

         22  Vallone made, or in his question he pointed out,

         23  there has been a question as to whether or not this

         24  is a transmission story, and I think some of the

         25  testimony you've heard, we've been careful to say,
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          2  or at least the industry has been careful to say

          3  there's an inquiry going on, we'll have more answers

          4  later, we're not ruling anything out. And I wouldn't

          5  rule out the role of generation.

          6                 Now, we of course, have two hats

          7  here. Within the City we are a generator and outside

          8  the City we're an operator. We're also a major gas

          9  provider, just so our biases are known. We are a gas

         10  provider for much of all Brooklyn, Staten Island,

         11  much of Queens, Long Island, Boston, Northern

         12  Ireland. We have quite an extensive gas system which

         13  is critical to the electric generation world.

         14                 One of the questions that you might

         15  want to be asking when the analysis comes out is

         16  what has happened to these regions? So, I think we

         17  know. I think we're pretty clear that there were

         18  major surges on the line, and this has been

         19  acknowledged, there appears to have been a major

         20  surge of power going out of New York, but it was

         21  followed by a major surge coming in. In any event,

         22  major lines trip, and, of course, you can follow it

         23  back or you can start at 4:11 in the Midwest and

         24  follow it our direction, and I think you know now

         25  the entire event took about nine seconds.
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          2                 It's 60 cycles per second in our

          3  system. We have pretty massive impact on our system

          4  within ten cycles about a sixth of the second. Our

          5  entire system is down within three minutes.

          6                 But one of the interesting questions

          7  for us will be, when we look at, there is an

          8  abundance of generation in the New England area,

          9  portions of PJM have gotten an abundance of

         10  generation. Ontario has been purchasing more power,

         11  it also sells power, but Ontario does not have a

         12  surplus generally right now. Michigan as well.

         13                 So, when the incident took place,

         14  it's interesting for us to watch and see where there

         15  has been robust generation available and where less

         16  so, and, of course, as you know, Con Ed has

         17  testified that we're pretty much in balance in the

         18  City at the moment, but we do have some growth needs

         19  to worry about, and we think that there will be a

         20  generation piece of this analysis and I think that's

         21  part of your concern.

         22                 And, of course, with that comes

         23  alternatives and suggestions, and I'm moving very

         24  quickly as you can see.

         25                 What we discovered at Ravenswood, and
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          2  I have everyone who can testify to this, Ravenswood

          3  is made up of three major turbines, two of them

          4  which are identical which are about 400 megawatts

          5  each, another one which is about 1,000 megawatts,

          6  which is very, very large by any standard, certainly

          7  within New York City.

          8                 You also know that within New York

          9  City you can't burn coal. We haven't been able to

         10  use coal for generations since the seventies. So,

         11  gas infrastructure, the ability to site liquid fuel,

         12  the ability to burn liquid fuel like oil as a

         13  back-up, these are very real issues.

         14                 What we found at our plant was that

         15  we were able to get back up, we sustained relatively

         16  small, all of our turbines were damaged, we had

         17  tremendous crews and expense working through the

         18  night, some of that was slated for maintenance, so

         19  KeySpan spent a lot of additional money it wouldn't

         20  have otherwise spent getting those plants up and

         21  running.

         22                 When power was available from Con Ed

         23  to start these units, they performed and came up to

         24  speed, and we have those numbers. And we're very

         25  proud of the fact that since we purchased
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          2  Ravenswood, we've invested a lot of capital money to

          3  improve the reliability.

          4                 So, I think that's one important

          5  point. There was not a problem on the restart. Con

          6  Ed have a very complex staff, because on Long

          7  Island, you can appreciate that when you start up a

          8  generator, you have to have a corresponding load,

          9  and if you have a much broader universe, there's a

         10  lot more room in the system for that balance.

         11                 So, if you're on an island, as we are

         12  here and as we literally are in Long Island, you

         13  know, you have to literally adjust your load, you

         14  have to let people on as you start your generation.

         15                 So, the idea of isolating, while it

         16  might have been possible and available, had we had

         17  more notice, as you've also heard, it's not an ideal

         18  solution. But had we had some warning, which we did

         19  not, we perhaps could have prevented on Long Island

         20  the complete shutdown. We don't know to what extent

         21  we could have salvaged it, but certainly that may

         22  have made a difference.

         23                 The other issue we faced here,

         24  however, is we are very dependent within the City on

         25  national gas for power generation as well as other
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          2  uses. So, when you have conversations from this

          3  Committee around the blackout, around the total

          4  energy picture, and Mr. Meseler and Mr. Burke both

          5  invited you to examine the overall benefits and

          6  challenges to the system, the challenge to bring

          7  natural gas infrastructure, the challenge to bring

          8  cable, the reliability of our infrastructure is very

          9  much the interest and concern of this Committee. So,

         10  we struggle with reactions to the millennium

         11  pipeline which will be serving New York, the

         12  Islander East Pipeline is a source of natural gas

         13  from Nova Scotia. It's a whole new source of gas

         14  when we recently developed, which would be available

         15  into Long Island, it would back-stop the New York

         16  system, and that's being trapped by Connecticut. So,

         17  I think when you look at the overall picture, I

         18  don't think you should lose this opportunity.

         19                 But those are basically my comments,

         20  if you want to give just one quick scenario, just

         21  bringing Ravenswood back up because it is one of the

         22  largest generators in the City, perhaps we can just

         23  give you a snapshot on the generation site from our

         24  perspective.

         25                 MR. SCHAB: As far as the restart
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          2  data?

          3                 MR. MANNING: Yes.

          4                 MR. SCHAB: Okay.

          5                 MR. MANNING: Just the extent of the

          6  damage and bring it back up.

          7                 MR. SCHAB: Just to go quickly, as

          8  David mentioned, the extent of the damage was quite

          9  small. To echo what Mr. Burke had said, all systems

         10  functioned as they should have.

         11                 CHAIRPERSON GENNARO: You have to

         12  speak right into the microphone.

         13                 MR. SCHAB: All systems functioned as

         14  they should have. You know, particularly those that

         15  may have been installed post-previous blackouts, so

         16  that's prevented considerable damage and enabled

         17  units to restart and carry load quickly within the

         18  next day.

         19                 That's about all I have.

         20                 MR. BAKER: Thank you. I'll be as

         21  brief as possible. Thank you for the opportunity to

         22  speak today. My name is Liam Baker, I'm the Asset

         23  Manager for Reliant Energies, New York City Assets,

         24  and I'm going to kind of skip through the written

         25  testimony.
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          2                 The three New York City assets I'm

          3  responsible for are the Astoria Generating Station,

          4  in Astoria, Queens, and the Gowanus and Narrows Gas

          5  Turbine Facilities, both located in Sunset Park,

          6  Brooklyn.

          7                 The combined output of the three

          8  stations is about 1,900 megawatts, which is just

          9  about 18 percent of total New York City's needs on a

         10  peak day.

         11                 At the moment of the blackout, all

         12  four of our units at the Astoria station were on

         13  line and 45 of our gas turbines were on line in

         14  Brooklyn, generating about 1,900 megawatts, and this

         15  was our maximum possible output that day, and

         16  beginning at about 4:11 p.m. all them began

         17  automatically shutting down. The rapid collapse of

         18  the high voltage transmission grid and the

         19  corresponding rejection of the customer load caused

         20  the units to automatically disconnect or trip off

         21  line.

         22                 Immediately thereafter our personnel

         23  began a process of securing the generating units and

         24  assessing them for damage.

         25                 Dozens of employees who were on their
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          2  way home from the day shift turned around on their

          3  own and came back to work. Most of this without ever

          4  being asked to do it.

          5                 At Gowanus and Narrows, our operators

          6  began implementing what we call a Black Start

          7  Contingency Plan. Those facilities are able to start

          8  up without any outside power whatsoever. They supply

          9  their own start-up power. So, soon after 5:00 p.m.,

         10  both of those facilities were generating their own

         11  power for their own auxiliary needs, and they stood

         12  ready for Con Ed orders to begin restoring the

         13  system.

         14                 At the Astoria station, three of our

         15  units were damaged during the shutdown, and our

         16  personnel began making repairs immediately.

         17                 Just very briefly, since the blackout

         18  many critics have opined that restoration of service

         19  in New York may have been quickened had the utility

         20  industry not been deregulated. Some people have said

         21  that competitive IPPs, or independent power

         22  producers, lack of commitment to reliability

         23  focusing only on profits, and I want to briefly

         24  relate three stores from that night.

         25                 Now, the first is, Astoria generation
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          2  station cannot normally start up without Con Ed

          3  power, and, of course, all the Con Ed power was off

          4  line. It is, however, connected to NRGs, Astoria Gas

          5  Turbine, one of our competitors, threw an emergency

          6  feeder, and this feeder has sufficient capacity to

          7  emergency start station, and we have no commercial

          8  arrangement with NRC whatsoever on this feeder, nor

          9  do we have any obligation that we know of to Con

         10  Edison to have capability.

         11                 Nevertheless, as soon as we called

         12  NRG to ask them to energize this feeder, they said

         13  they got right on it, they energized the feeder, and

         14  as a consequence, one of our units out of Astoria

         15  was on-line by 5:00 a.m. the next morning, and we

         16  believe that was one of the fastest turnarounds

         17  following the blackout.

         18                 Second, during the emergency

         19  shutdown, a large piece of equipment was damaged

         20  beyond repair. We did not have a spare. We called

         21  around and NRG had a spare in Staten Island and

         22  offered on a verbal request to loan us the spare for

         23  use simply to be replaced in like and kind when we

         24  got it fixed, and the equipment is worth over half a

         25  million dollars and this all transpired based on a
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          2  phone call.

          3                 Also, during the shutdown as well,

          4  another unit was damaged, a rupture disk failed,

          5  designed to fail, it actually worked the way it was

          6  supposed to work, but we didn't have a spare disk,

          7  so we called Con Edison, who immediately began

          8  fabricating a spare in the shop in the Bronx and

          9  working under flashlights, because they themselves

         10  didn't have power there. And all of this was done in

         11  an unbelievable expedited fashion.

         12                 So those are just three examples of

         13  how companies worked together during the blackout,

         14  and how restoration was the only priority.

         15                 In closing, I want to stress the

         16  responsiveness of the generating sector as a whole.

         17  We went to extraordinary lengths to get the lights

         18  back on as possible. And looking forward to how we

         19  can improve our response, my only discrete

         20  suggestion at this point is that Con Edison should

         21  provide affected generators a copy of its system

         22  restoration plan. This information could be helpful

         23  to generators.

         24                 CHAIRPERSON GENNARO: What was that? I

         25  just missed that last sentence.
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          2                 MR. BAKER: I said my only discrete

          3  suggestion at this point is that Con Edison should

          4  provide affected generators a copy of its system

          5  restoration plan, that this may be helpful to

          6  generators in understanding how everything works

          7  together in system restoration.

          8                 But other than that I have nothing

          9  else, and thanks for this opportunity.

         10                 CHAIRPERSON RIVERA: Thank you very

         11  much. I guess my first question goes towards

         12  KeySpan. I heard Reliant mention the Black Start

         13  technology that they have, does KeySpan have the

         14  same capability, and can you explain if you do?

         15                 MR. MANNING: Yes. The Ravenswood

         16  facility is made up of a major plant what has three

         17  large turbines. We also have Black Start turbines

         18  adjacent to it. We do have peaking units which offer

         19  unlimited hours.

         20                 Do you want to speak to that?

         21                 MR. SCHAB: Yes.

         22                 MR. MANNING: Sure, go ahead.

         23                 We were not able to use those units,

         24  to start the units, so as a result we were starting

         25  the major plant as that power became available to
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          2  the City.

          3                 So, I don't know that it was critical

          4  in the sense that in order to use the power within

          5  the City grid, it had to come on as Con Ed needed

          6  it. So, there would have been a small lag time in

          7  terms of using Con Ed power to start the large

          8  units, and then feedback into the system.

          9                 I guess normally we would have had

         10  the opportunity -- we would have had the capacity to

         11  Black Start the smaller units then use those for

         12  larger units.

         13                 MR. SCHAB: That's correct, as David

         14  outlined. The Black Start units weren't capable of

         15  operating that night. There was a small delay. We

         16  waited for the Con Ed system restoration and were

         17  able to start the larger units.

         18                 MR. MANNING: It may have been

         19  academic. There may have been a lag time of 30

         20  minutes or something in there.

         21                 CHAIRPERSON RIVERA: Okay.

         22                 Anything else?

         23                 CHAIRPERSON GENNARO: Thank you. Thank

         24  you all for your testimony here.

         25                 If you can just speak very briefly, I
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          2  guess maybe you've already done so to some extent,

          3  about the cooperation that had to exist not only

          4  between, because the great stories of the plants

          5  working together and all the generators with the

          6  feeder and with the other piece of equipment from

          7  Staten Island and all that is terrific and very

          8  heartening to hear, but certainly to get this back

          9  going you have to work in a very cooperative way

         10  with Con Ed, and I guess what I'm hearing is that

         11  that pretty much worked only, and I guess with the

         12  proviso or the caveat that there's some kind of

         13  distribution of information that might be, that

         14  might help to facilitate future restarts like this

         15  should they need to be done again; is that the

         16  sense?

         17                 MR. BAKER: The cooperation was

         18  excellent with Con Edison. And whether or not

         19  providing that plan would be any help to us, I don't

         20  know. The fact of the matter is I don't have it, so

         21  I can't make that judgment. But the cooperation was

         22  excellent.

         23                 MR. MANNING: I think it's important

         24  to note, one of our good examples is not the

         25  mechanics of the plant, that Verizon was out of fuel
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          2  --

          3                 CHAIRPERSON GENNARO: Pardon?

          4                 MR. MANNING: Verizon was out of fuel

          5  during the blackout, their generation was operating

          6  and their system was operating, but they obviously

          7  had a fuel issue, which is understandable given that

          8  this was a Manhattan switching facility running on

          9  diesel. So, you don't load a lot of diesel, as you

         10  can appreciate in the City. Con Ed were contacted

         11  immediately. They immediately contacted us. The only

         12  ones that were available to provide that 2,000

         13  gallons of fuel within that time frame and keep at

         14  operation, and Con Ed would do the same for us.

         15                 So, I think from that perspective,

         16  there's a very good working relationship among the

         17  various utilities serving the City. I think Reliant

         18  raises the much broader issue. As you look at the

         19  system in the whole, is there an opportunity for

         20  distributed generation? You know, is there an

         21  opportunity for more integrity of the system by

         22  greater gas supply?

         23                 Those are some of the broader issues.

         24  But the good news for the City and for this

         25  Committee is that you've got a good collaborative
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          2  working crew among your various utilities.

          3                 CHAIRPERSON GENNARO: That sounds

          4  great, and it is good to hear all this cooperation

          5  that went on when everyone, foremost in everyone's

          6  mind which was getting the system back up.

          7                 Can you just speak very briefly about

          8  the pipelines that you mentioned that offer a lot of

          9  promise to us?

         10                 MR. MANNING: Yes, I think one of the

         11  issues going forward is going to be continued

         12  growth, the age of existing generation and the fuel

         13  choice.

         14                 And as you also know, this Committee

         15  has been concerned about air emissions and air

         16  quality. So there's a very limited number of offers

         17  within the City, in terms of your power generation

         18  fuel. But if you cannot get the fuel to the plant,

         19  it makes it difficult.

         20                 So, adding generation in the City,

         21  which will be important, there will be issues of

         22  financing, so that there's some Article 10 approved

         23  sites within the City that are not being built, as

         24  you know, and, of course, the reason is that they're

         25  having difficulty financing projects in the City.
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          2  There's the reliability question, and Con Ed, and

          3  the 80 Percent Rule I think is essential, so that as

          4  we look at the opportunity for cable, there's a very

          5  good reason why there's a reliability rule in both

          6  Long Island and Manhattan, because the utilities

          7  don't want to be solely relied to heavily on that

          8  power.

          9                 There's an issue of the source of

         10  power. If the power feeding New York City worked to

         11  a different air quality standard in those plants

         12  which are demanding of the City, then that raises an

         13  issue for this Committee in terms of air quality.

         14  Because as you know we're at the end of the jet

         15  stream.

         16                 And then lastly, if natural gas is

         17  necessary for generation under the DEP rules and

         18  under the air quality standards of the City, you

         19  have to be able to get the gas to the plants, and it

         20  has to be reliable and in sufficiently quality, in

         21  quantity I should say. And the only way you can do

         22  that is with pipelines. So, you can't just continue

         23  to anticipate new generation unless you have a fuel

         24  supply.

         25                 Repowering is a very real option.
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          2  There's some great stories out there perhaps in

          3  terms of repowering. Con Ed are doing one now on the

          4  East River. That I think avoids a lot of your

          5  greenfield issues, as you well know, within the

          6  City. But you can't do it without fuel.

          7                 CHAIRPERSON GENNARO: Thank you. Thank

          8  you.

          9                 CHAIRPERSON RIVERA: Thank you very

         10  much, gentlemen, for your testimony and for coming

         11  out here today.

         12                 Thank you.

         13                 MR. MANNING: Thanks for taking the

         14  time.

         15                 CHAIRPERSON RIVERA: Next we'll be

         16  hearing from Steve Mitnick from Conjunction, LLC,

         17  also Empire Connection.

         18                 I guess our General Counsel will

         19  swear you in.

         20                 MS. DeCOSTANZO: Please raise your

         21  right hand. In the testimony that you're about to

         22  give, do you swear or affirm to tell the truth, the

         23  whole truth and nothing but the truth?

         24                 MR. MITNICK: Yes.

         25                 MS. DeCOSTANZO: Thank you.
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          2                 MR. MITNICK: Allow me to begin. It's

          3  an honor to appear before you, Chairman Rivera, and

          4  Chairman Gennaro, and the rest of the Committees.

          5                 Today I want to -- it's been a long

          6  hearing, and through of the detail and complexity

          7  you've heard some obvious solutions. I don't know if

          8  they come through, but they include mandatory talk

          9  rules extending beyond New York State for required

         10  communication, which did not happen, and required

         11  enforcement of well, long tested protocols as to how

         12  to isolate problems like this within local areas,

         13  which also did not occur.

         14                 Today I'm going to concentrate in my

         15  brief remarks on a third obviously solution,

         16  unfortunately it is coming, hopefully the others are

         17  as well. The transmission infrastructure in New York

         18  State and throughout the midwest is mostly 40, 50

         19  plus years old. With all the increases in

         20  electricity use that have occurred since then. The

         21  leader of the New York Independent System Operator

         22  commented that there's only been one major

         23  transmission system improvement, the Marcy South

         24  system, over the last 15 years. And there was a long

         25  gap between that one and the previous systems.
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          2                 I'm going to read my brief remarks

          3  but just to say that I'm Steve Mitnick, CEO of

          4  Conjunction LLC, and we're the company building the

          5  2,300 megawatt transmission connection between

          6  upstate and downstate.

          7                 To give you an idea of the size of

          8  that, it's roughly a little larger than the entire

          9  Ravenswood Power Park, and that's a bit larger than

         10  the Astoria one that was just addressed by the

         11  previous speaker.

         12                 The reliability of the electric

         13  supply to New York City will improve markedly when

         14  additional transmission is completed in the next

         15  three years. The City will become less isolated, and

         16  it is very isolated.

         17                 From the many power plants in the

         18  northeast which in aggregate have a very large

         19  amount of available, low-cost, clean generating

         20  capacity. One such transmission project is Empire

         21  Connection. It's going to have receding end

         22  converters in New York City, connected to Con Ed.

         23  The sending ending converters will be connected

         24  upstate.

         25                 Empire Connection will bypass the
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          2  existing congested transmission lines into New York

          3  City. New York City has the number one, we're number

          4  one in many things, we have probably the biggest

          5  transmission bottlenecks worldwide, to get power,

          6  cheap, clean power, into our City.

          7                 Effectively, our project will create

          8  a huge 2,300 megawatt extension cord to upstate.

          9  Besides jumpstarting the economic development in New

         10  York City by substantially lowering electric bills.

         11  Empire connection will aid in system restoration,

         12  such as that followed the August 14th, 2003

         13  blackout. The restoration, as we heard, took over 24

         14  hours and despite as you've heard, truly heroic

         15  efforts on the part of Consolidated Edison and

         16  others.

         17                 The restoration took over 24 hours to

         18  complete as the downstate grid was laboriously

         19  stitched together, one high voltage line system

         20  branch at a time. And this restoration process is

         21  necessarily time-consuming, as I think you heard

         22  today. Each system branch has to be energized,

         23  checked, and then loaded before the next branch in

         24  line, or piece of the downstate grid, can be

         25  restored.
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          2                 There are dozens such twitching

          3  operators that are required before the grid was

          4  completely restored.

          5                 If Empire Connection had been in

          6  place on August 14th, the restoration process may

          7  have been much quicker.

          8                 Empire Connection reaches into the

          9  heart of New York City, Midtown and the core 345

         10  kilowatt system. It's transmission capability could

         11  have been used to connect asynchronous load pockets

         12  or system islands, we heard about that today, which

         13  would have permitted the transmission of power even

         14  before the grid was fully restored.

         15                 Additionally, a high voltage direct

         16  current project like ours, and there are others that

         17  are proposed, not just ours, can detect and modulate

         18  power swings -- you've heard about these power

         19  swings -- that can occur in a parallel alternating

         20  current grid.

         21                 It is possible that Empire Connection

         22  would have been able to be of assistance and to

         23  modulate the power swings that occurred during the

         24  August 14th blackout, thus preventing or mitigating

         25  some of the islanding and loss of load.
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          2                 I know the hour is late, I want to

          3  take questions.

          4                 CHAIRPERSON RIVERA: Thank you very

          5  much, sir.

          6                 I just wanted to ask, what incentives

          7  exist for modernization of the transmission grid in

          8  New York State? And do you believe these incentives

          9  are adequate to spur the construction and/or upgrade

         10  of transmission lines?

         11                 MR. MITNICK: An interesting question.

         12  You always hear that. You say, well, we need more

         13  transmission, we even need more power plants, but

         14  nobody wants to invest, there aren't adequate

         15  incentives.

         16                 We don't need any government -- in

         17  the case of my company we don't need, or are

         18  receiving, any government funds. We don't need any

         19  change in laws. We don't need any change in

         20  regulations. I'm proud to say that within the last

         21  couple of weeks we received an entire complete

         22  capital equity financing for the entire equity

         23  requirement of $200 million in our project.

         24                 And to me the answer is, if you've

         25  got a project that makes sense, Wall Street will
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          2  finance it.

          3                 And, so, I know, I've heard a lot of

          4  this there's no incentive and this and that, there's

          5  a lot of projects out there that don't make sense.

          6                 CHAIRPERSON RIVERA: Okay, thank you

          7  very much.

          8                 Council Member Gennaro.

          9                 CHAIRPERSON GENNARO: Thank you. Thank

         10  you, Mr. Mitnick. Thank you for being here today.

         11  And I guess more specifically and more generally,

         12  thank you for applying innovation to our electric

         13  needs. You know, the New York landscape is replete

         14  with stories of power projects that can't get

         15  financed, so it's nice to hear when innovation is

         16  used to attract dollars to a project that help us

         17  quite a bit, and the power source will be very

         18  remote from where we are now.

         19                 Your project will have generating

         20  facilities that are located where upstate? How far

         21  upstate?

         22                 MR. MITNICK: The amazing thing that

         23  people don't realize when they think about power

         24  downstate, is that in upstate New York, Canada, in

         25  New England, available to the line that we're
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          2  building, there are numerous low cost, clean

          3  generating plants already built existing that have

          4  excess capacity. They exist, they're perhaps 20 to

          5  30 such plants, and sometimes we say there's a

          6  shortage of plants and so forth. There's not.

          7  They're not all built in Manhattan Island. But

          8  they're scattered and available, and it doesn't take

          9  much to put that connection so we can make use of

         10  that available, and do it efficiently without the

         11  need for new power plants. The power plants are

         12  there.

         13                 CHAIRPERSON GENNARO: With regard to

         14  your particular type of transmission capability,

         15  it's not going to be the standard alternating

         16  current, it will be other technology. This is used

         17  in other places, just not very much. You're going to

         18  use it here.

         19                 MR. MITNICK: Right. Direct current.

         20  Long Edison lost out the debate and we built in the

         21  United States and the world our grid, which you've

         22  heard described today as an alternating current

         23  grid. And it works well and it does a lot of things,

         24  but it's also very difficult to control. You've

         25  heard that today as well.
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          2                 In a direct current system, as in our

          3  case, you put in a megawatt in Albany and that

          4  megawatt is going to pop out in the Con Ed system in

          5  Manhattan Island, and that's a difference of direct

          6  current. And there are other advantages as well.

          7                 One of the things about it is putting

          8  it on ground. If you look around this room, using

          9  electricity throughout the room, but you don't see

         10  wires, transmission wires throughout the room.

         11  People don't like looking at wires, or big polls

         12  with wires. And, so, that's one of the things, as

         13  well, that you'll see in the future.

         14                 They've already been occurring in

         15  Japan and in Europe, and that is where the power

         16  companies are bearing lines so that people, the

         17  public is happy with them.

         18                 CHAIRPERSON GENNARO: Where else in

         19  the country is this being used? Just like DC, DC

         20  power concept for a long range transmission?

         21                 MR. MITNICK: It's still around the

         22  United States, and there's a couple of sociological

         23  reasons, if you will, for that. In Europe the power

         24  companies which are usually parts of the national

         25  government have come to learn that if they want to

                                                            155

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2  build new power lines, they're going to need to use

          3  direct current they're going to need to bury. But

          4  here in the United States we haven't quite come to

          5  that point.

          6                 But my company, and a couple of

          7  others, have started, and you know about this line

          8  that's going into Long Island by Transenergy US by

          9  Connecticut, that's also a direct current line. So,

         10  you'll see more and more of it.

         11                 CHAIRPERSON GENNARO: Also, as

         12  Chairman of the Committee on Environmental

         13  Protection, I am heartened to see that your project

         14  has been endorsed by so many prominent local

         15  environmental groups. So, I certainly wish you a lot

         16  of luck with it.

         17                 Thank you.

         18                 CHAIRPERSON RIVERA: Thank you very

         19  much, Steve, for coming down here. I would like to

         20  also state congratulations on being endorsed by the

         21  Riverbank, and I also see that you were the founder

         22  of NYPIRG in 1973.

         23                 MR. MITNICK: Oh, yes.

         24                 CHAIRPERSON RIVERA: I just want to

         25  say you helped found a very good organization.
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          2                 MR. MITNICK: It's a pleasure. I'm a

          3  kid from Brooklyn, I never thought I'd make it to

          4  City Hall.

          5                 CHAIRPERSON RIVERA: I'm a kid from

          6  the Bronx. Thank you very much.

          7                 Next we're going to hear from Adam

          8  Victor from Transgas, as well as Frank McArdle from

          9  the General Contractors Association.

         10                 Thank you very much for joining us

         11  here today, gentlemen. I guess our General Counsel

         12  will be swearing you in.

         13                 MS. DeCOSTANZO: Please raise your

         14  right hand.

         15                 In the testimony that you're about to

         16  give, do you swear or affirm to tell the truth, the

         17  whole truth and nothing but the truth?

         18                 MR. VICTOR: I do.

         19                 MR. McARDLE: I do.

         20                 MS. DeCOSTANZO: Thank you.

         21                 CHAIRPERSON RIVERA: You may proceed.

         22                 MR. VICTOR: Just let me introduce

         23  Brian Wagerman. He is with Local 638.

         24                 CHAIRPERSON GENNARO: You've got to

         25  speak right into the microphone.
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          2                 MR. VICTOR: I just want to introduce

          3  Brian Wagerman. He is with the Steamfitters Local

          4  638. At the end of my testimony, if there are any

          5  technical questions, some of these might be answered

          6  by Mr. Wagerman. I also have Mr. Arthur Goldstein

          7  from D and M.

          8                 My name is Adam Victor. I am

          9  President of Project Orange Associates, POA, an 80

         10  megawatt cogeneration facility in Syracuse, New

         11  York, which operates 1 million pounds of steam

         12  production capacity.

         13                 One of the largest steam producers in

         14  New York, POA serves the steam needs of Syracuse

         15  University, the State University College of

         16  Environmental Sciences and three Upstate hospitals.

         17  I am here to talk not only about the electrical

         18  blackout of August 14th, but about the failure of

         19  the City's steam system that day.

         20                 I will discuss two scenarios in which

         21  the damage could have been catastrophic, rather than

         22  just inconvenient. The first, a blackout during the

         23  summer heatwave, and the second, a blackout during a

         24  winter cold snap.

         25                 The third issue I will discuss is
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          2  what can be done to ensure that New York City never

          3  faces such catastrophes.

          4                 POA's steam production never went

          5  down in the August 14th blackout, even when POA was

          6  down electrically. I might add that POA was back on

          7  line two and a half hours after the blackout.

          8                 Steam operations for all its

          9  customers were unaffected by the blackout. This was

         10  not by accident but by design.

         11                 POA steam production includes Black

         12  Start capabilities that enable the system to operate

         13  through an electrical blackout.

         14                 While I was developing the POA

         15  project, Syracuse Universities technical analysis

         16  showed that a steam system failure in winter months,

         17  even for a few hours, the result in the freezing of

         18  the steam lines in the district heating system.

         19                 As a result, the contract mandated

         20  that if POA failed to provide steam for more than

         21  six consecutive hours, we would be in default and

         22  forfeit operational control of the facility.

         23                 Our institutional investors and

         24  lenders own analysis confirmed that loss of steam

         25  production during winter months could lead to the
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          2  disastrous freezing and cracking of the steam system

          3  pipe.

          4                 While POA's steam operations have not

          5  failed in over a decade of operations, the Con

          6  Edison steam system in New York City did fail. On

          7  August 14th it failed for more than three days.

          8                 New York City has the largest steam

          9  system in the world. More than 2,000 buildings in

         10  Manhattan, including hospitals, office buildings,

         11  and many residential buildings south of 96th Street

         12  rely exclusively on a vast network of steam pipes

         13  for heat, hot water and air conditioning.

         14                 Without this steam system, these

         15  buildings would require their own boilers, exhaust

         16  stacks, oil storage, thousands of truck deliveries

         17  and accompanying air emissions. During the August

         18  14th blackout, the entire New York steam system

         19  failed, and remained down for more than three days.

         20  Had the blackout occurred on a Monday afternoon, at

         21  the start of the work week, rather than a Thursday

         22  afternoon, over 2,000 major buildings in Manhattan

         23  would have lost air conditioning until at least the

         24  following Friday.

         25                 Economic and commercial consequences
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          2  would have been considerably more severe with

          3  buildings effectively closed for three business

          4  days, rather than one business day.

          5                 It was 88 degrees on August 14th. If

          6  there had been a few degrees warmer, many of these

          7  buildings, including hospitals, would have

          8  experienced life threatening conditions. Let's not

          9  forget that more than 10,000 people died this summer

         10  in France due to the excessive heat and the lack of

         11  institutional air conditioning notably at hospitals.

         12                 But as serious as the steam system

         13  failure was on August 14th, had an electrical

         14  blackout occurred in January for a similar extended

         15  period with temperatures below freezing, the results

         16  would have been catastrophic.

         17                 Such a winter blackout would cause a

         18  failure of the steam system that would not only

         19  expose building occupants to winter temperatures,

         20  but would lead to freezing and then cracking of

         21  steam pipes.

         22                 Cracked steam pipes would render

         23  steam deliveries impossible. Each building affected

         24  by frozen and cracked pipes would be without water

         25  and could not be reoccupied until its pipes were
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          2  completely overhauled.

          3                 Without heat, water and sewer

          4  services, a rapid evacuation of Manhattan south of

          5  96th Street would ensue.

          6                 Replacing the cracked steam pipes

          7  would require digging up miles of City streets, from

          8  96th Street to Battery Park and from 11th Avenue to

          9  York Avenue.

         10                 In many cases the pipes are insulated

         11  with asbestos, so a massive asbestos remediation

         12  would be required before any new pipes could be

         13  laid.

         14                 Several years ago, a steam pipe in

         15  Gramercy Park exploded, and one block of homes was

         16  evacuated for over a year during the ensuing

         17  asbestos clean-up.

         18                 A citywide repair could lead to a

         19  commercial and residential abandonment of much of

         20  Manhattan for a matter of weeks, if not months.

         21                 The cost of repairing New York City's

         22  steam system and the effective buildings' water and

         23  sewer infrastructure, along with the ensuing loss of

         24  economic activity, would be unimaginable.

         25                 A steam system failure at 88 degrees
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          2  means a lot of people are uncomfortable. A steam

          3  system failure at 98 degrees, means a human health

          4  emergency. A steam system failure at eight degrees

          5  means a human health emergency and an infrastructure

          6  disaster.

          7                 The principal underlying factor that

          8  allowed this failure to occur is that there has not

          9  been sufficient capital investment made into the Con

         10  Edison steam system.

         11                 Con Edison has not invested in a

         12  Black Start capability so that the system can

         13  operate to an electrical blackout as POA has done.

         14  Con Ed has not invested in remediation of the

         15  remaining asbestos surrounding its aging steampipes.

         16  Con Edison has not invested in converted from using

         17  valuable drinking water to utilizing industrial gray

         18  water. Instead, Con Edison's largest investment in

         19  the steam distribution network has been to build a

         20  steam tunnel that will allow its largest steam plant

         21  waterside on First Avenue and 40th Street to be

         22  retired, so that the site can be sold to real estate

         23  developers for hundreds of millions of dollars.

         24                 Incredibly, this entire action by Con

         25  Edison yields no increase in New York steam
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          2  generation capacity.

          3                 What can be done? I am also president

          4  for TransGas Energy Systems, a company seeking to

          5  build a natural gas fueled 1,100 megawatt

          6  cogeneration plant in Greenpoint, Williamsburg.

          7                 The TransGas Energy Facility was

          8  purposely sited in Greenpoint, Williamsburg on an

          9  active oil pipeline by the City's main electric

         10  transmission lines and directly across the East

         11  River from the heart of the steam system.

         12                 The steam and electric cogeneration

         13  facility will be equipped with black start

         14  capability and auxiliary boilers for the specific

         15  purpose of effectively and efficiently getting steam

         16  into the Con Ed steam system, even during the

         17  systemwide electrical blackout.

         18                 Had the TransGas facility been in

         19  operation on August 14th, not only could New York

         20  City have had the tools in place to restore its

         21  electric service substantially quicker, but the

         22  steam system would not have gone cold.

         23                 On August 14th, that would have meant

         24  a substantially quicker return of air conditioning.

         25  On a winter day, with subfreezing temperatures, a
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          2  24-hour blackout, a steam system failure, the

          3  TransGas facility would provide the heat to save the

          4  New York steam system.

          5                 The City Council should use its

          6  authority in the upcoming discussions on the

          7  disposition and redevelopment of the existing Con

          8  Edison water site on First Avenue and 40th Street,

          9  to insist that this site be equipped with temporary

         10  package of steam boilers, together with requisite

         11  black start diesel generators and fuel oil storage

         12  facilities until such time as the TransGas Energy

         13  Steam Plant in Greenpoint, Williamsburg is

         14  constructed and operational.

         15                 Redevelopment, disposition, rezoning,

         16  and related land use approvals for the First Avenue

         17  water site site, should be postponed by the City

         18  Council during this transition period.

         19                 The City Council should also support

         20  an investigation by the New York State Public

         21  Service Commission on the prudence of Con Edison's

         22  actions during the steam system outage of August

         23  14th, through August 18th, 2003.

         24                 I thank you for the opportunity to

         25  appear before you to discuss this critically
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          2  important issue.

          3                 MR. McARDLE: Good afternoon, Mr.

          4  Chairman. My name is Frank McArdle. I am the

          5  Managing Director of the General Contractors

          6  Association of New York. I want to thank you for

          7  holding this hearing today. I think you've heard an

          8  extraordinary panel of testimony that I think is

          9  very important for all New Yorkers to understand.

         10  And if I have a message today about this hearing, it

         11  is that it is not sufficient to simply look

         12  backwards to see what is the reliability issue

         13  associated with the blackout of 2003, or the

         14  blackout of 1977 when I worked for the City, but I

         15  think it's very important that you as the City

         16  Council look forward as well. Because as you heard,

         17  it is important there be national standards, but

         18  that in fact New York State be able to kick it up a

         19  notch. In many respects to have to kick it a further

         20  notch up to protect the City of New York and its

         21  long-term economic interests.

         22                 The thing that New York City has had

         23  to sell over many years has been the reliability of

         24  its electrical distribution system, the availability

         25  of good water, and good electricity, is what allowed
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          2  in days of very intense cooling required computers,

          3  New York City to be the center of all of that

          4  because we had the system reliability that was

          5  critical.

          6                 Even today as we've learned, having

          7  PCs that are not quite as demanding as the old

          8  mainframes were, doesn't mean that New York City is

          9  in fact immune. We need to ensure that we have

         10  reliability, not simply for today, but that we have

         11  created that capacity for tomorrow.

         12                 As you've heard today, there is no

         13  question that the ISO, the successor to the power

         14  pool, had to be in charge of the day-to-day

         15  obligations, but I would suggest to you that it is

         16  absolutely critical that this Council invest the

         17  resources to make sure that there is oversight of

         18  what they have done so that our economic future is

         19  not at jeopardy. Because we are now a region, and

         20  New York City at its center doesn't get itself

         21  isolated from anywhere else. I think anyone who saw

         22  the pictures of the ferry crowds waiting to go home

         23  to New Jersey understands what happens today when we

         24  lose power.

         25                 When we lose power during the
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          2  business day, as we did this time, we don't just

          3  affect a few people having to walk down from the top

          4  of an office building, as I did and many other

          5  people do, we can affect a whole region and put

          6  people at substantial risk. We need to have the

          7  reliability in our systems to assure, not simply

          8  today, but for the future, that this does not happen

          9  again, and this means there has to be an investment

         10  by the City in the ongoing examinations in the kinds

         11  of issues you've heard today.

         12                 There is no question, and Mr. Victor

         13  has spoken of it and others, that we have been

         14  particularly blessed as it were, that our blackouts

         15  have occurred in the summer. We know that it is much

         16  better to have them during the day than at night.

         17  There's no question that having a blackout at night

         18  in 1977 made a difference. But unfortunately, you

         19  can't pass legislation that's going to guarantee

         20  that all blackouts occur only between the hours of

         21  eight and five and only occur on hot summer days,

         22  but not too hot. We need to have exercises that cope

         23  with the kinds of issues that have been raised, and

         24  we need a City Council mandate that people be

         25  constantly examining the issues about supply and
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          2  demand in the City of New York, in a way that the

          3  public can understand.

          4                 I think one of the problems with the

          5  City's infrastructure that was highlighted by two

          6  things this summer, is that people do not fully

          7  understand our systems and how dependent we all are

          8  - one being the blackout and the other, the

          9  article, it appeared coincidently but I don't think

         10  in fact intentionally so in the New Yorker about our

         11  water supply system, and the risk we face in our

         12  water supply system.

         13                 Reliability is critical for both

         14  systems. It's what we sell. And if we are not

         15  reliable, we will in fact not have an economic

         16  future. That's what we must deal with, and that's

         17  what I urge you to deal with in the regard. There is

         18  no question that we must find the resources to make

         19  sure that we in fact stay the course on investing in

         20  power plants in this region.

         21                 We need, I will point out, the Empire

         22  Connection. We need that connection, not simply from

         23  Upstate, we need it to PJM across the river, we need

         24  it to New England, and we cannot allow the State of

         25  Connecticut to keep us from access to new gas
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          2  fields, as they're developed in Nova Scotia and New

          3  Foundland or anywhere. We need to have access. Other

          4  than that, you know, we're find. But if we've got

          5  the access we can survive. If we don't have that

          6  access, nothing else matters. We can have all the

          7  generating in the City we want, but if we do not

          8  have access to the things that make that generation

          9  work, the gas supplies, as you've heard earlier, we

         10  will in fact not survive as a City and we might as

         11  well pack it in.

         12                 I know you won't allow that to

         13  happen, we're not going to allow that to happen, we

         14  need to go forward. Thank you.

         15                 CHAIRPERSON RIVERA: Thank you very

         16  much, gentlemen. I don't have any questions, but I

         17  do have a statement.

         18                 The purpose of this hearing is

         19  exactly that, we have to find ways in which we can

         20  move forward to ensure that further economic loss in

         21  the City of New York does not take place, and that

         22  another blackout within our City does not happen.

         23  And the points that you stated within reference to

         24  the steam, is due to the fact that God forbid we did

         25  have a steam loss in wintertime, it would have
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          2  devastated the City of New York in a way that we

          3  have not experienced by preventing, by tracking

          4  infrastructure pretty much underneath the ground,

          5  and that's something that we really have to pay

          6  attention towards.

          7                 So, gentlemen, thank you very much. I

          8  do believe my colleague has possibly a statement or

          9  a question.

         10                 CHAIRPERSON GENNARO: Thank you. Thank

         11  you, Mr. Chairman.

         12                 First let me speak to the comments by

         13  Mr. McArdle. I don't think anyone cares more for the

         14  City or for its future than you and the good people

         15  that you represent, and you know, the good service

         16  that you've given to the City as Commissioner and

         17  all the other things that you've done. So, always

         18  happy to be reinspired by your wise words, as

         19  always. And as the Chairman indicated, the purpose

         20  of this hearing is exactly to chart a course of

         21  sustained investment that will keep us from these

         22  pitfalls, and to the extent that we can possible

         23  preclude them. So, thank you for your appearance

         24  here today and just send my best regards for the

         25  wonderful people that you represent who build the
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          2  City and keep it going.

          3                 With regard to Mr. Victor, I was very

          4  interested to hear about your concern for a steam

          5  system freeze-up with respect to a blackout, and how

          6  is it that you came to know of this particular risk

          7  and vulnerability and if you could just elaborate on

          8  that just for a moment, I would appreciate it. I

          9  don't want to go on too long, but it's the first

         10  time that it was brought to my attention and I would

         11  just like to explore it a little bit.

         12                 MR. VICTOR: It is a very good

         13  question. It is a very arcane subject. During the

         14  time that we were developing the Syracuse University

         15  project, the cogeneration facility, which was a

         16  quarter of a billion dollar investment, the

         17  University insisted and held up that project for two

         18  years that the financers, initially general electric

         19  credit and later Abian Ambro accept a six-hour

         20  default provision. I don't know of any financing

         21  where a quarter of a billion dollars could be at

         22  risk where you could lose operational control in six

         23  hours. We were concerned it was a default trap. It

         24  was only after our engineers, GE's engineers, the

         25  bank's engineers, looked at the engineering analysis

                                                            172

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2  and performed their own engineering analysis on

          3  pipes, I might add, that are buried ten feet in

          4  Syracuse, much deeper than New York, that the

          5  Syracuse University engineers' concern was a very

          6  real concern. And it was only because of my

          7  experience during the 1980s in negotiating that

          8  contract that I was aware and heightened by that and

          9  I was also very pleased that our plant did perform

         10  during the blackout up in Syracuse.

         11                 CHAIRPERSON GENNARO: Thank you. I'm

         12  real grateful to you for bringing this issue to my

         13  attention. I certainly know of the project that you

         14  wish to bring to New York City and always interested

         15  in finding out more about that.

         16                 I will endeavor to do that and am

         17  very grateful for your presence before the Committee

         18  today and your good team, all of whom I know and

         19  know well and admire.

         20                 Thank you.

         21                 MR. VICTOR: Thank you.

         22                 CHAIRPERSON RIVERA: Thank you very

         23  much, gentlemen. Thank you for coming by.

         24                 MR. McARDLE: Could I add one point,

         25  one point to what you should look at because it's
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          2  very important, and one of the questions you should

          3  be asking people to address is the reliability of

          4  the back-up generator concept in the City of New

          5  York.

          6                 We have spent a lot of money on

          7  back-up generators, lots of people have got them,

          8  but we have massive failures when we need them. And

          9  there are those who would suggest that back-up

         10  generators substitute for baseline plants of the

         11  kind that Mr. Victor is supporting or that if you

         12  had that plug to Albany that you would be done and

         13  you wouldn't need to do things here. I think it's

         14  very clear that we need to have in-city generating

         15  capacity of the kind that allows people to start up

         16  or stay up and not simply have to depend on back-up

         17  generators, particularly in the hospital

         18  circumstance, and this was a case in 1977, and it

         19  was a case again now that the back-up generator

         20  system diesels on which everybody is supposedly

         21  going to rely did not support very critical

         22  functions in the City of New York at the time when

         23  they should, and equally there were many critical

         24  systems in the City that were not on alternative

         25  sources of power, and anyone who stood in Manhattan
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          2  and watched the gridlock that occurred because the

          3  traffic lights were out, and new what that meant to

          4  the movement of emergency vehicles, knows of what I

          5  speak, let alone the subways, things that simply

          6  allow people to be mobile. But, please, get that

          7  information because I think it will fact tell people

          8  a lot about what happened in this blackout and what

          9  the potential is going down the road if this

         10  happened at other times.

         11                 Thank you.

         12                 CHAIRPERSON GENNARO: Thank you.

         13                 CHAIRPERSON RIVERA: Next we're going

         14  to have a panel of the World Water Corporation,

         15  Quentin Kelly and Dr. Anand Rangarajan. How are you

         16  doing? Good to see you again, sir. And the 1st

         17  Rochdale Cooperative, Greg Wortham and Synapse

         18  Energy Geoff Keith. Geoff Keith is here as well?

         19  Yes, come forward. We're going to have a panel

         20  presentation. And at some point we may have to move

         21  over to the other room because there is an event

         22  taking place here, so we'll possibly being taken

         23  over. And again, we are running about an hour and a

         24  half behind, so we ask that it will be short, sweet,

         25  to the point, and being that I am the only member
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          2  here, the questions will be short, sweet and to the

          3  point.

          4                 I guess raise your right hand and you

          5  will be sworn in by the Counsel.

          6                 MS. DeCOSTANZO: In the testimony that

          7  you're about to give, do you swear or affirm to tell

          8  the truth, the whole truth and nothing but the

          9  truth?

         10                 MR. KELLY: I do.

         11                 DR. RANGARAJAN: I do.

         12                 MR. KEITH: I do.

         13                 MR. WORTHAM: I do.

         14                 MS. DeCOSTANZO: Thank you.

         15                 CHAIRPERSON RIVERA: You may proceed.

         16                 MR. KELLY: My name is Quentin Kelly,

         17  Chairman and CEO of World Water Corporation, a solar

         18  engineering water management company in Pennington,

         19  New Jersey.

         20                 My associate is Dr. Anand Rangarajan,

         21  Executive Vice President of the company.

         22                 WorldWater has since 1984 been a

         23  research and development company which has developed

         24  new technology in high volume solar power water

         25  pumping and motor drives. Initially in collaboration
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          2  with Princeton University engineers who designed and

          3  implemented the rocket engine research for the NASA

          4  space shuttle.

          5                 The company has now begun installing

          6  this new solar technology providing water and power

          7  solutions in countries in Africa and Asia, as well

          8  as in the United States, of course.

          9                 We're going to make some statements

         10  today which will surprise most of you because the

         11  technology we'll discuss is unknown to most of you.

         12  But we can substantiate what we say. The equipment

         13  is proven in the field and commercially available.

         14  The documents we gave you carry more detail than

         15  we'll be stating in this brief talk, and we have a

         16  great deal more that we could give you.

         17                 We have been asked if the independent

         18  distributed electrical generated by newly patented

         19  solar technology, our technology, could have had any

         20  positive effect in dealing with the recent blackout

         21  as an alternative power provider, and could have

         22  reduced or eliminated the result of sewage

         23  discharges into New York waters.

         24                 The answer is, yes.

         25                 Dr. Anand Rangarajan, one of the
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          2  inventors of this technology, which has now received

          3  the national recognition, including the New York

          4  Times patent column of September 1, 2003, will

          5  explain the process.

          6                 Dr. Anand Rangarajan.

          7                 DR. RANGARAJAN: Good afternoon. We

          8  have appended some of my written testimony in the

          9  interest of time, so I'll be kind of skipping

         10  through my written version.

         11                 The technology we have can drive

         12  motors and pumps of several hundred horsepower and

         13  we are prepared to demonstrate that, in less than

         14  one second after the grid halted, this technology

         15  would have sensed the interruption, reconfigured the

         16  voltage coordinates and continued the operation of

         17  the pumps like in a waste water treatment plant at

         18  least in reduced speed, enough to prevent some or

         19  all of the massive discharge effluent that followed

         20  interruption. Only a small percentage of the nominal

         21  operating power would have been required to maintain

         22  the reduced speed, which in turn would have enabled

         23  the return to full operation without the vast surge

         24  of power and resultant delays otherwise required to

         25  start the pumps from full stop. And I'll explain
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          2  this in a little bit more detail.

          3                 In the event of a blackout the grid

          4  failure is detected and the solar system immediately

          5  is disconnected from the grid, so it does not put

          6  power into the grid, causing a hazard to any lineman

          7  that may be working on the grid. According to the

          8  provisions of the Net Metering Rules. We have

          9  background information on what that means, and I'll

         10  be happy to give you information on Net Metering

         11  Rules.

         12                 Simultaneously, the entire solar

         13  array is rewired and reconnected automatically so

         14  that all the power from the solar array can be

         15  supplied directly to the load, which means motors,

         16  pumps and compressors, at the appropriate voltage

         17  levels.

         18                 This is schematically shown in an

         19  attached figure, that hopefully you have received as

         20  part of the package, which says the Net Metering

         21  Rules.

         22                 A solar power system, co-located at a

         23  facility, this is important, the solar power system

         24  is located at the facility, can therefore provide

         25  electrical energy savings to the facility starting
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          2  the first day and on an on-going basis for 25 years

          3  or more, in an environmentally sound way, while at

          4  the same time provide for a back-up, alternative

          5  capability in case of a blackout.

          6                 Here is the possible scenario of how

          7  solar systems could have helped in New York City on

          8  August 14th.

          9                 The solar power would have kept the

         10  pumps from coming to a complete stop when power went

         11  out, because our technology would have reduced the

         12  speed of operation of all the pumps to match up with

         13  the amount of solar power that was available so that

         14  the pumps were run at a reduced speed.

         15                 Reducing the speed of operation of

         16  the pumps, which consume almost all of the power in

         17  a waste water or water pumping facility to one-third

         18  of its normal operating speed, in other words,

         19  running at say 1,800 rpm, run it down to one-third,

         20  about 600 rpm, would reduce the need of power to

         21  keep these pumps running to about 4 percent of the

         22  nominal power needed, that would have kept the

         23  entire plant up and running with only 4 percent of

         24  the power that nominally the plant would have

         25  consumed.
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          2                 A plant that has a nominal power

          3  requirement of 50,000 horsepower, like a waste water

          4  treatment plant, could have been kept running with

          5  only about 2,000 horsepower worth of solar power.

          6                 In situations where other types of

          7  backup power, such as a gas turbine or a diesel

          8  generator, exists, when the power goes out, the

          9  pumps come to a halt and it is a significant

         10  engineering challenge to be able to start these

         11  large pumps with such backup power - the start-up

         12  power requirement is many times larger than running

         13  power requirement, which makes conventional back-up

         14  power systems, they make them either unfeasible or

         15  unreliable. And in fact, one of your own documents

         16  that we picked up here today, says, I'm quoting, Mr.

         17  Alfonso Lopez, Deputy Commissioner of the Bureau of

         18  Wastewater Treatment at the DEP, he stated that the

         19  spillage of raw sewage would have occurred even if

         20  the pumping stations did have a generator, in light

         21  of the amount of time it takes to get such

         22  generators started after a power outage.

         23                 What we've been able to do, and,

         24  again, is this: On August 14 at 4:00 there was

         25  enough sunshine available for solar plant to be
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          2  producing power to have kept the pumps running, so

          3  they didn't come to a complete stop, had had

          4  sufficient time for the back-up systems to kick in,

          5  so that they would have been able to pick up the

          6  operation of the pump. Even if the back-up

          7  generators didn't come on line, the following

          8  morning at six or seven in the morning, our solar

          9  panels would have generated enough power to keep the

         10  sewage plant running at come capacity, and kept the

         11  sewage from flowing back into the rivers.

         12                 So, with my testimony, a solar system

         13  can help the plant running with only about four to

         14  five percent of the nominal power requirement that

         15  is needed to run at full speed, giving ample time

         16  for other back-up systems to come on line.

         17                 In any event, in a blackout the solar

         18  power technology from WorldWater would have kept the

         19  plants running during daylight hours at some

         20  capacity on its own, or in conjunction with other

         21  back-up systems, which on their own may not be able

         22  to cope with the restart of the plant immediately

         23  after the blackout.

         24                 This approach would eliminate or

         25  greatly reduce the need for dumping untreated sewage

                                                            182

          1  STATE AND FEDERAL LEGISLATION AND ENVIRONMENTAL PROTECTION

          2  into water streams.

          3                 If you are given an opportunity to

          4  assess in detail the dynamics of the technical

          5  requirements of wastewater plants in New York City,

          6  we could prepare a detailed, technical financial

          7  feasibility assessment for the Council's

          8  consideration.

          9                 Now I'll hand it back to Mr. Kelly.

         10                 MR. KELLY: I'm sorry that Mrs. Lopez

         11  or Ms. Lopez is not here for the 13th Street station

         12  because I think we are speaking directly to some of

         13  those problems.

         14                 We have suggested far-reaching

         15  answers to the continuing threats of future

         16  blackouts in the documents that you have received

         17  which answers involve the addition of solar systems

         18  in the city and the state, which we believe will

         19  relieve part of the burden of transporting power

         20  across critical transmission bottlenecks. You will

         21  find that in this document later.

         22                 We will be happy to discuss this in

         23  detail, and we entertain any questions you may have.

         24                 CHAIRPERSON RIVERA: Thank you.

         25                 CHAIRPERSON GENNARO: Thank you. We'll
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          2  let everyone testify and then we'll return for

          3  questions. Thank you for your presentation.

          4                 MR. WORTHAM: Good afternoon. My name

          5  is Greg Wortham, I'm the General Manager of the 1st

          6  Rochdale Cooperative Group. We serve residential,

          7  industrial and commercial customers in 150 zip codes

          8  throughout the five boroughs.

          9                 We're part of the Touchstone Energy

         10  Network of Electric Cooperatives Nationwide, which

         11  control roughly half of the power lines in the

         12  United States.

         13                 Through our subsidiaries we evaluate

         14  sites for development of small scale decentralized

         15  electric generation facilities throughout the City

         16  of New York.

         17                 Through our Green Apple Energy

         18  Initiative and Renewable Energy Project, 1st

         19  Rochdale is working proactively with families and

         20  businesses throughout the City to implement

         21  practical energy solutions that reduce energy bills

         22  and air pollution while creating jobs, enhancing

         23  economic growth and improving our quality of life.

         24                 Fundamentally this blackout reminded

         25  all of us of our comprehensive dependence on
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          2  electricity and of the crucial role of electric

          3  reliability in ensuring emergency response, public

          4  health, environmental quality, and civil order.

          5                 While most observers agree that the

          6  blackout was essentially caused by one or more

          7  transmission failures, unfortunately making the

          8  transmission grid sufficiently robust to be failsafe

          9  may take ten, 20 or 30 years, assuming powerful

         10  stakeholders can come to prompt agreements and start

         11  prompt actions.

         12                 Until the grid reaches some failsafe

         13  level, however, we believe that New York remains

         14  virtually as vulnerable today as we did on August

         15  14th to future blackouts.

         16                 1st Rochdale believes that New York

         17  can begin to take immediate steps to reduce our

         18  vulnerability to regional transmission failures,

         19  assure substantial energy self-sufficiency during a

         20  crisis and enable resilient recovery from a regional

         21  failure.

         22                 We believe three crucial components

         23  that must be part of any New York City contingency

         24  plan must be energy efficiency, distributed

         25  generation and small scale powerplant development.
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          2                 First, energy efficiency improvements

          3  must be a primary component. 1st Rochdale believes

          4  that energy efficiency improvements can be

          5  implemented more quickly than generation or

          6  transmission solutions, that energy efficiency will

          7  have the greatest environmental benefit, and that

          8  energy efficiency will approve the bottom line for

          9  business and residential communities for the long

         10  term.

         11                 We believe that aggressive deployment

         12  of state-of-the-art technologies, practical

         13  operational changes and smart energy strategies can

         14  be achieved promptly throughout the five boroughs.

         15                 Next, along the lines of what Mr.

         16  McArdle suggested, we believe a coordinated plan of

         17  distributed generation with long-term operational

         18  feasibility and capabilities would have made a vital

         19  difference in this blackout and will be of paramount

         20  importance in the next blackout.

         21                 A recurring theme of many episodes

         22  was that even those institutions with back-up diesel

         23  generators found that their preparation for wanting

         24  is their fuel tanks ran dry after only a few hours.

         25                 We cannot be assured that the next
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          2  crisis will be solved in 24 or 48 hours, let alone

          3  the duration of a four-hour fuel tank.

          4                 We believe that new environmentally

          5  preferable technologies, whether natural gas-fired

          6  microturbines or on-site renewable technologies as

          7  just discussed, would have been able to maintain

          8  power for such needs as water systems, hospitals,

          9  media outlets, hotels, high-rise residential towers,

         10  food warehouses, and emergency responders,

         11  essentially indefinitely.

         12                 The pollution differential of

         13  substantial reliance on natural gas and renewable

         14  systems versus diesel energies is also traumatic.

         15                 In order to assure resiliency and

         16  redundancy of electricity supply throughout the City

         17  for critical needs, we believe that the City should

         18  use federal homeland security funding to develop a

         19  definitive deforma (sic) plan for distributed

         20  generation, for emergency responders, critical

         21  commercial operations and high-rise residential

         22  properties.

         23                 The Senate version of homeland

         24  security appropriations would make available $750

         25  for discretionary grants to state and local
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          2  government in high threat urban areas. This funding

          3  would be available before the end of calendar year

          4  2003.

          5                 Finally, we believe that small scale

          6  dispersed generating stations would enable New York

          7  City to isolate and power more neighborhoods during

          8  a regional failure and quicken the City's electrical

          9  recovery.

         10                 1st Rochdale continues to work

         11  actively with neighborhood and environmental

         12  organizations, to evaluate potential locations, and

         13  community-sensitive technologies for small scale

         14  electric power generation. And we believe that

         15  appropriate decentralized power plant development

         16  will be necessary in five boroughs as part of a

         17  comprehensive energy plan that maximizes energy

         18  efficiency and distributed generation to minimize

         19  new powerplant requirements to the extent possible.

         20                 Thank you.

         21                 MR. KEITH: Good afternoon. My name is

         22  Goeff Keith. I'm an associate at Synapse Energy

         23  Economics, a small public interest consulting firm

         24  located in Cambridge, Massachusetts. Our clients

         25  consist almost entirely of non-profit and public
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          2  sector clients. They are mainly state and local and

          3  federal government agencies and non-profits.

          4                 I want to make it clear that I am not

          5  here representing any clients. We're here on the

          6  invitation of the Council.

          7                 I commend the Council for holding

          8  this hearing to learn more about the events of

          9  August 14th, encouraging to find the Council is

         10  taking a methodical and circumspect approach to

         11  responding to these events.

         12                 In understanding complex processes,

         13  like this blackout, there's always a tendency to

         14  reach for simple answers and simple solutions, and I

         15  urge you to resist that temptation.

         16                 Also, I want to point out that I did

         17  not have time to provide an exact transcript in my

         18  comments, so what you have is a summary, I will

         19  provide a transcript as soon as possible.

         20                 Also, as the Council I'm sure is well

         21  aware, that virtually every party in the electric

         22  power industry is likely to claim that this event

         23  demonstrates the need to implement their agenda. And

         24  this is to be expected when complex events occur.

         25  And I am pleased to find that the Council is
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          2  remaining circumspect in the face of many of these

          3  claims.

          4                 On that point, I do want to point

          5  out, I believe I'm the only person who has testified

          6  so far who is not either directly involved in the

          7  blackout or involved with the power project or

          8  technology for sale. So, I hope I can represent an

          9  independent voice for you today.

         10                 Obviously, it's still not clear what

         11  chain of events caused the blackout. However, given

         12  that the rules for the operation of the US

         13  electricity grid were designed to prevent exactly

         14  this type of event, it's clear that either the

         15  system was not being operated according to these

         16  rules, or that the rules were inadequate in the

         17  context of today's wholesale power market.

         18                 The findings of the various inquiries

         19  that are underway will be interesting.

         20                 I want to emphasize that the blackout

         21  appears to have spread to New York, does not appear

         22  to have spread to New York because of major

         23  deficiencies in New York's transmission

         24  infrastructure. It's possible that the grid is not

         25  being operated according to established procedures
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          2  and/or that the equipment designed to isolate New

          3  York failed.

          4                 Either one of these cases would not

          5  be a costly thing to remedy. Thus, I believe

          6  arguments that the blackout, that this blackout is

          7  evidence of a need for massive spending on

          8  transmission in New York should be viewed with some

          9  skepticism.

         10                 This is not to say that New York's

         11  transmission system doesn't need attention. It does,

         12  and I'll come back to this point. But first, I also

         13  want to emphasize that there's no indication at this

         14  point that additional generating capacity in New

         15  York would have prevented this blackout.

         16                 Each of the controllers involved

         17  appears to have had sufficient generating reserves

         18  at the time of the event, and New York in particular

         19  will have a substantial surplus generating capacity

         20  when the current round of construction is completed.

         21                 So, we believe that arguments that

         22  this blackout is evidence of a need for more power

         23  plants in New York, should be viewed with extreme

         24  skepticism, and specifically we believe there is no

         25  need to relax New York's Article 10 power plant
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          2  siting process. We've heard some claims to date that

          3  this process could prevent sufficient generating

          4  capacity from being available in New York or is

          5  preventing sufficient capacity from being available.

          6                 As I noted, New York currently has a

          7  substantial capacity surplus, and in fact there are

          8  a number of power projects that have been approved

          9  in the Article 10 process that are being held up now

         10  by other problems.

         11                 As I mentioned, although this

         12  blackout was not the result of deficiencies in New

         13  York's transmission system, that system does need

         14  attention.

         15                 Investment in the State's elected

         16  grid has lagged over the past decade due primarily

         17  to massive uncertainty about industry structure and

         18  cost recovery.

         19                 In New York's transmission system,

         20  New York's transmission system does have a number of

         21  serious bottlenecks, and relieving many of these

         22  bottlenecks would increase the reliability of the

         23  system and lower cost to electric customers.

         24                 I know of two reports that identify

         25  the constraints in the New York grid. These reports
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          2  are relatively non-technical and quite readable. The

          3  first is a study of the economic cost of

          4  transmission constraints performed for the ISO, it's

          5  called "New York Congestion and Physical Constraint

          6  Costs." The second is performed by the ISO itself.

          7  It's an investigation of potential low cost

          8  transmission upgrades within the system.

          9                 As the title implies, this study

         10  focuses on transmission constraints that could be

         11  alleviated at relatively low cost, and the study

         12  identified many of New York's bottlenecks that could

         13  be alleviated at costs less than one and a half

         14  million dollars and a number that could be

         15  alleviated at costs less than a million dollars.

         16                 Many of New York's transmission

         17  bottlenecks are going to have to be alleviated with

         18  transmission-based solutions, that is upgrades or

         19  additions to the transmission equipment.

         20                 However, the main point that I want

         21  to make today is that long-term electric system

         22  planning is badly needed in New York, and

         23  specifically that's planning that relies on a full

         24  range of system options. And note that I said

         25  electric system planning and not transmission system
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          2  planning, that's because our electric grid is an

          3  integrated grid and in many ways power plants and

          4  transmission lines serve the same function,

          5  transmission bottlenecks can be alleviated with

          6  additional generation, and as the previous speaker

          7  mentioned, distributor generation, load management

          8  programs and energy efficiency over the longer term

          9  can mitigate load growth and potential emerging

         10  transmission bottlenecks.

         11                 So, it's important to realize that

         12  the lowest cost and most reliable electric system is

         13  likely to include a number of different kinds of

         14  components, including not just transmission lines

         15  and large power plants, but demand response

         16  programs, strategically located generation and

         17  targeted energy efficiency programs.

         18                 These three technologies are

         19  described more in a paper that I have attached to

         20  the summary and my comments, so I want go into

         21  details here.

         22                 New York sorely needs an organized

         23  planning body to manage evolution of its electric

         24  grid.

         25                 Historically there has been no such
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          2  body in New York. The ISO has planning staff, but

          3  they are not able to work with transmission owners

          4  to plan the system, and they're generally not able

          5  to work with the other ISOs to plan activity at the

          6  scenes between transmission areas.

          7                 The NPCC as we heard earlier today,

          8  described itself as a reliability coordinator, so

          9  they're not really in the game of planning. Notably

         10  in both PJN and New England, there are transmission

         11  expansion planning groups called RTEPS, for short.

         12  New York to date has not had such a group.

         13                 Just about three days ago there was a

         14  press release that an RTEP group is being formed in

         15  New York, and the critical thing that I think this

         16  Council could help to ensure is that that RTEP body

         17  is broadly representative so that all the different

         18  technologies that are available to the regional

         19  grid, are evaluated on an equal footing. And without

         20  broad representation in the planning of New York's

         21  electric system, evolution of the grid is likely to

         22  remain, number one, sluggish and haphazard, and

         23  number two, it's likely to be dominated by large

         24  scale technologies, like large power lines and large

         25  power plants.
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          2                 I guess I'll just summarize from

          3  there, what needs to be done in New York in light of

          4  the blackout, we need to understand the main causes

          5  before spending a lot of money. And number two, we

          6  need to specifically understand why New York's grid

          7  didn't isolate itself as it was designed to do.

          8                 Not related to the blackout, however,

          9  I want to emphasize that transmission planning is

         10  sorely needed in New York and specifically

         11  transmission planning is integrated and reviews all

         12  the options available, and it's not simply dominated

         13  by the incumbent technologies, if you will.

         14                 Thanks very much for your attention.

         15                 CHAIRPERSON RIVERA: Thank you very

         16  much, and I thank you for your sensitive package. It

         17  really details what we should be looking at in the

         18  future in the City of New York.

         19                 Also, I think that we have a great

         20  opportunity to look into alternative energies within

         21  our City, state and our nation, due to the fact that

         22  we do have the technology.

         23                 But being that I don't have all the

         24  information, I just want to ask a couple of

         25  questions on solar energy.
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          2                 How does it work at night time? Are

          3  you able to store the solar power into like battery

          4  cells and then be able to use it during the night

          5  time; or how does that work?

          6                 MR. KELLY: That can be done. But I'm

          7  going to ask my associate, Dr. Anand, to answer

          8  that.

          9                 MR. RANGARAJAN: Under normal

         10  circumstances in a situation like in New York, the

         11  power that solar is producing, any excess power that

         12  is there, is just sold back to grid. So grid is the

         13  storage and you buy it back from grid when you need

         14  it.

         15                 So, in a situation in like a

         16  blackout, for nighttime use, you would still have to

         17  depend on another, say a gas turbine or something

         18  else to be working there in conjunction with solar,

         19  for nighttime application with present day

         20  technology.

         21                 But if you want to look way ahead

         22  into the future, I say way ahead, over the next ten

         23  years, there are other storage technologies that are

         24  coming on line. For example, making hydrogen and

         25  storing hydrogen, using them in conjunction with
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          2  fuel cells, that could all be combined with the

          3  solar system so that the entire system can be in

          4  operation, whether it's daytime or nighttime,

          5  whether there is good power available or not. But

          6  today's commercially available technology would be a

          7  combination of solar and other type of a back-up

          8  system in the case of an emergency. For very, very

          9  critical type of applications, like sewage plants

         10  and things like that, where operation is not that

         11  critical, we can get by with certain operations,

         12  solar can supply most of the back-up power that is

         13  needed in a typical facility. We have given these

         14  kinds of information even to people like DOD, which

         15  is interested in homeland security issues and things

         16  like that, strictly for water.

         17                 So to answer your question in brief,

         18  all systems do not include batteries. It can be but

         19  it's just that batteries are expensive and require

         20  maintenance, so we choose to take the simple route.

         21                 CHAIRPERSON RIVERA: Okay.

         22                 I guess my colleague may have some

         23  statements or questions.

         24                 CHAIRPERSON GENNARO: I just wanted to

         25  say, this panel gives us like a glimpse into the
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          2  future, you know, speaking to, hearing from the good

          3  people at this panel. I will just briefly make

          4  comments in order to the people at the WorldWater

          5  Corporation, Mr. Kelly and Dr. Anand.

          6                 DR. RANGARAJAN: Rangarajan.

          7                 CHAIRPERSON GENNARO: Okay. I'm the

          8  Chairman of the Committee on Environmental

          9  Protection, due to the extent your technology has

         10  promise with regard to keeping the problems at the

         11  sewage treatment plants open in these kind of

         12  events, I certainly would like you to have the

         13  benefit of a meeting with the good folks at DEP so

         14  that I certainly would like to get you together with

         15  them and I'll direct you to talk to the Counsel to

         16  the Committee, you know, Donna DeCostanzo, who can

         17  help to facilitate such a meeting. She's sitting

         18  right to my left. As a matter of fact, you already

         19  have a relationship, she swore you in. You know what

         20  I mean? So you already know her.

         21                 And so to the extent we can be

         22  helpful getting you together with DEP, to the extent

         23  that our City agencies can benefit and by extension

         24  the public can benefit from good innovation and

         25  technology, certainly we want to be able to
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          2  facilitate that. And, so, thank you for that piece.

          3  The other segment of your testimony is very

          4  appealing as well, and I intend to be in the

          5  environmental business for a long time and look

          6  forward to working with you.

          7                 MR. KELLY: Thank you.

          8                 CHAIRPERSON GENNARO: The good folks

          9  at 1st Rochdale, is Mr. Thompson still in?

         10                 MR. WORTHAM: Yes, Mr. Thompson

         11  intended to attend today, but he just returned from

         12  Africa where he sold a solar powered water

         13  purification system and he's still not sure what

         14  continent he's on, so --

         15                 CHAIRPERSON GENNARO: It's always good

         16  to hear from you good folks at 1st Rochdale, and we

         17  look forward to an ongoing relationship with you

         18  folks as well, particularly all your good ideas

         19  about distributor generation and other things that

         20  we have to make a reality, thanks for being the

         21  trailblazers on that.

         22                 And Mr. Keith from Synapse, certainly

         23  very refreshing to hear your views. We still are

         24  looking into the issue of the as yet unresolved

         25  energy questions of Indian Point and other things
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          2  that have been under consideration by this Committee

          3  and this Council, and we've benefitted from your

          4  work that you've done through some of your clients

          5  that have come before us on these very important

          6  issues and nice to see you here in your own right

          7  so-to-speak, bringing a very fresh perspective to

          8  this very challenging issue, and certainly your

          9  remarks and your thoughts will be part of the work

         10  product that comes out of this hearing.

         11                 I thank you all for being very

         12  patient. We've been here a long time, so I admire

         13  your patience, as well as everything that you each

         14  have brought to the table.

         15                 Thank you very much.

         16                 CHAIRPERSON RIVERA: And last but not

         17  least we're going to be hearing from Deborah A.

         18  Mans, from the New York/New Jersey Baykeeper, as

         19  well as Annie Wilson from the Sierra Club Energy

         20  Committee, Atlantic Chapter.

         21                 Okay, ladies, now our counsel will

         22  swear you in.

         23                 MS. DeCOSTANZO: Can you raise your

         24  right hand?

         25                 In the testimony that you're about to
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          2  give, do you swear or affirm to tell the truth, the

          3  whole truth and nothing but the truth?

          4                 MS. MANS: Yes.

          5                 MS. WILSON: Yes.

          6                 MS. DeCOSTANZO: Thank you.

          7                 CHAIRPERSON RIVERA: You may proceed.

          8                 MS. MANS: Thank you very much.

          9                 CHAIRPERSON RIVERA: And I apologize,

         10  but we may have to pick up pace because in seven

         11  minutes we're about to be taken over by another

         12  organization.

         13                 MS. MANS: I have shortened my

         14  testimony throughout the afternoon.

         15                 CHAIRPERSON RIVERA: Thank you. I

         16  appreciate it.

         17                 MS. MANS: My name is Debbie Mans, I'm

         18  Policy Associate for New York/New Jersey Baykeeper.

         19  We're a conservation and advocacy organization,

         20  working to protect and restore the Hudson Raritan

         21  Estuary Watershed and Tributaries. Today I will be

         22  testifying on the impact of the blackout on the

         23  environment.

         24                 The great northeastern blackout

         25  resulted in nearly 500 million gallons of raw sewage
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          2  floating directly into New York and New Jersey

          3  rivers and bays. The terrible spill polluted the

          4  Hudson Raritan Estuary, shut down beaches and

          5  commercial fisheries and caused significant economic

          6  and ecological damage to our natural resources.

          7                 This disaster resulted in the closure

          8  of about 25,000 acres of shellfish beds in the

          9  Raritan and Sandy Hook Bay on August 17th, 2003.

         10                 On August 21st, the New Jersey

         11  Department of Environmental Protection reopened a

         12  portion of Sandy Hook Bay and September 4th, 18 days

         13  later, the remaining waters of the Raritan and Sandy

         14  Hook Bays were reopened for the harvesting of

         15  shellfish.

         16                 The region's $25 million shellfish

         17  industry was shut down during these closures. While

         18  the bays may now be open to shellfish harvesting,

         19  the clammers continue to be severely impacted by the

         20  perception caused by the sewage spill. Consumers do

         21  not want to eat or purchase clams from the Raritan

         22  Bay anymore.

         23                 This insult is on top of the closure

         24  of the shellfish beds this past March when the

         25  Middlesex County Utilities Authority located in
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          2  Sayerville, New Jersey, spilled nearly 500 million

          3  gallons of sewage into the Raritan Bay itself.

          4                 Also during the blackout, when air

          5  conditioners failed in the sweltering heat, people

          6  swarmed to the City's beaches only to be turned back

          7  by frantic lifeguards who were luckily warned in

          8  time of the very real health danger represented by

          9  waters polluted by human waste.

         10                 Officials and government agencies

         11  must recognize the 500 million gallon sewage spill

         12  during the blackout was preventable.

         13                 In New York, for example, 145 million

         14  gallons of waste poured from the City's lower east

         15  side 13th Street pump station because there is no

         16  back-up system there at all.

         17                 Plans calling for that pump station

         18  to be equipped with a back-up generator say that

         19  that will not happen until four years from now. This

         20  is unacceptable.

         21                 As the northeastern blackout of 2003

         22  demonstrates, emergencies can and do happen. We must

         23  therefore take steps to be not so vulnerable. We

         24  must do all we can to prevent future emergencies

         25  from ever turning into full-scale catastrophies.
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          2  Thank you.

          3                 CHAIRPERSON RIVERA: Thank you.

          4                 Now, Annie.

          5                 MS. WILSON: Hello. Good afternoon.

          6                 CHAIRPERSON RIVERA: Good evening.

          7                 MS. WILSON: Good evening, almost. I'm

          8  the Chair of the Energy Committee for the Sierra

          9  Club Atlantic Chapter.

         10                 I'm not going to repeat most of the

         11  historical references on the blackout earlier today,

         12  however, I would like to urge the City Council to

         13  use some of the monies in the Liberty Bond. There

         14  are four to six-hundred million dollars that are to

         15  be used for capital improvement projects within the

         16  City of New York that came out of the 9/11 disaster.

         17  And I've been told that this money has been

         18  designated for utility, and I would urge the City

         19  Council to make a proposal for this money to

         20  reinforce the infrastructure that we have within the

         21  City to increase DSM, to back up the grid thought

         22  distributed generation small projects, as you don't

         23  want me to go through the various kind of projects

         24  that are possible. To create incentives for

         25  residents in Brooklyn they have been paying a lot of
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          2  money on their oil bills this past winter, to have

          3  low-income or low-interest loans made available to

          4  these families so that they could incorporate within

          5  their heating or energy systems a solar or DSM

          6  project of various sorts. So, this is my proposal

          7  this afternoon. The money is there, and I hope that

          8  it will be put to good use and not just given to

          9  another utility for another gas-fuel facility that

         10  will just continue on with the grid, I mean it's not

         11  working.

         12                 So, other than that, I'm trying to

         13  just bring new information that hasn't been brought

         14  up today. There is a deadline, next Monday the 22nd,

         15  for the RPS comments from the City, and I hope that

         16  the comments will include priority siting of

         17  distributor generation, in poor air quality parts of

         18  the City and low-pocket. This type of language was

         19  missing from the City's comments, I think it was in

         20  April, April 28th or something, whatever the first

         21  initial comments were.

         22                 Let's see if I can think of anything

         23  else to say. Oh, the repowering that's always

         24  brought up about the Con Edison plant on East 14th

         25  Street, could we clarify that once and for all? It's
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          2  not a repowering, it's an expansion. They refuse to

          3  clean up the existing facility there and have added

          4  capacity, bringing it down from waterside to East

          5  14th Street. The emissions will increase at that

          6  location. This is not a true repowering, and whether

          7  it be the New York City energy task force, the

          8  language is always referring to this project as a

          9  powering. It is not a repowering, and it's very

         10  frustrating to continuously hear that kind of

         11  language.

         12                 So, I think I'll end with that, and I

         13  hope that this money is put to good use. That's it.

         14  Thank you.

         15                 CHAIRPERSON RIVERA: Thank you very

         16  much, Annie. Thank you very much, Deborah. As I said

         17  earlier, I think we have a great opportunity and a

         18  responsibility to look into other types of energy

         19  sources and in the Baykeeper's presentation here you

         20  talked about the sewage that could have been

         21  prevented from being dumped if they had back-up

         22  generators. We just heard earlier that even if they

         23  had back-up generators, there would have been some

         24  sewage still spilled over because of the amount of

         25  time it would have taken to bring it up. So, I hope
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          2  that we can actually get the solar power generators

          3  in there so that it could actually be able to

          4  prevent something like that from taking place while

          5  the back-up generators comes back up into effect.

          6                 So, I think we have a great

          7  opportunity, a great responsibility and I think this

          8  is a time that New York City and its appropriate

          9  officials will be looking into how can we better

         10  service our constituencies and better keep our

         11  systems running effectively. And I want to thank

         12  you.

         13                 MS. WILSON: This Committee is

         14  considering working with the Economic Development

         15  Corporation in using that $2 billion for capital

         16  improvements within the City for this type? There's

         17  a $6 billion bond issue known as the Liberty Bond,

         18  of which $4 billion is to be developing housing

         19  south of Canal Street, and the other 2 billion for

         20  capital improvements throughout the City, of which I

         21  believe four to six-hundred million has been tagged

         22  for a utility. And I've heard rumors that there

         23  hasn't been an RFP yet, but I've heard rumors that

         24  some of the money, that there has been some

         25  proposals put in to have some kind of gas-fueled
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          2  utility in the southern part of Manhattan. This

          3  money could be better put to use, as I had

          4  aforementioned, and I urge this City Council to put

          5  pressure on the Development Corporation to use this

          6  money for the future.

          7                 When I hear of this long distance

          8  transmission, whether it be energy from Quebec or

          9  whether it be gas from Canada, there's a 40-year

         10  supply of gas, it doesn't make any sense to create

         11  an enormous infrastructure for something that's not

         12  going to last forever. This infrastructure with

         13  these monies is, in my view, the best decision for

         14  the future.

         15                 CHAIRPERSON RIVERA: Okay, my counsel

         16  will definitely look into seeing if we can do

         17  something like that. So we'll definitely look into

         18  that.

         19                 MS. WILSON: Thank you.

         20                 CHAIRPERSON GENNARO: Thank you. Thank

         21  you, Mr. Chair. Thank you both for being here. You

         22  both get like the patience award. You know, you get

         23  the patience award. I don't know what the award --

         24                 MS. WILSON: It's important so --

         25                 CHAIRPERSON GENNARO: It will be in
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          2  the box that Jay is bringing down the aisle, to kind

          3  of date myself a little bit, some people are maybe

          4  too young to know that reference. Thank you both.

          5                 But I do want to ask a question of

          6  Debbie Mans, right? Of Debbie Mans.

          7                 With regard to the release from the

          8  EP, did DEP ever contact you regarding the release

          9  of what was going on. I guess sort of like the more

         10  general question behind that is that, is there any

         11  sort of like open communication between Baykeeper

         12  and DEP on like who would release issues and that

         13  kind of thing?

         14                 MS. MANS: There's no open

         15  communications between Baykeeper and New York City

         16  DEP. We learned our information on the New York City

         17  spill from New Jersey DEP, who we have a more, I

         18  guess it's a better relationship with.

         19                 CHAIRPERSON GENNARO: Now, Baykeeper

         20  is still headed by Andy Wiler, is that right?

         21                 MS. MANS: Yes, he's our Baykeeper.

         22                 CHAIRPERSON GENNARO: What's that?

         23                 MS. MANS: Yes, he's our Baykeeper.

         24  He's securing our boat from the impending hurricane.

         25                 CHAIRPERSON GENNARO: Sure. Yes,
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          2  right, we've got to watch out for that hurricane

          3  thing.

          4                 I would like to, I don't know if it

          5  will be for the whole Committee, but I'd like to go

          6  on the boat, so tell Andy as Chairman of the

          7  Committee on Environmental Protection I want to go

          8  on the boat.

          9                 MS. MANS: All right.

         10                 CHAIRPERSON GENNARO: So we'll

         11  determine an appropriate place to go, if it's okay

         12  with you folks. Because I would love to go on the

         13  boat.

         14                 MS. MANS: He would love to take you

         15  and anyone else who wants to go. That's the most

         16  important thing we can do.

         17                 CHAIRPERSON GENNARO: Great. Because

         18  there's a lot of good work going on there by

         19  Baykeeper, and of course the entire, you know,

         20  Keeper movement. So I would greatly appreciate the

         21  opportunity to meet with Andy and all the good

         22  people and just to get up close and personal of all

         23  of the good work that you do, and I would welcome

         24  that opportunity, and please give my best to all the

         25  folks in the Sierra Club as well.
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          2                 MS. WILSON: Thank you. One question

          3  about the Indian Point resolution, is that going to

          4  be introduced soon?

          5                 CHAIRPERSON GENNARO: The Indian Point

          6  Resolution is subject of ongoing discussion and

          7  actually not the subject of this hearing. And so,

          8  maybe you and I could have a private discussion

          9  about it after the fact.

         10                 MS. WILSON: Okay. Thank you.

         11                 CHAIRPERSON RIVERA: Well, thank you

         12  very much, ladies. And before we conclude today's

         13  hearing, I would like to also make reference to the

         14  fact that we received written testimony submitted

         15  for the record from William M. Flynt, Chairman of

         16  the New York State Public Service Commission, as

         17  well as the New York Power Authority, E. Lynn

         18  Draper, Jr., Chairman, President and Chief Executive

         19  Officer of the American Electric Power, as well as

         20  Charles J. Durkin, Jr., Chair of the Northeast Power

         21  Coordinating Council, and Kyle Rabin, which is the

         22  Policy Analyst for Riverkeeper, Inc., and the New

         23  York State Reliability Council.

         24                 Thank you very much, ladies and

         25  gentlemen. For those who stayed for the duration of
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          2  the meeting, you do need a patience award, and we'll

          3  see that you get one. Meeting is adjourned.

          4                 (Hearing concluded at 5:30 p.m.)
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