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1  A P P E A R A N C E S :

2  O N  B E H A L F  O F  A P P L I C A N T :

3  P E T E R  M E f E R ,  E s q .
V i c e  P r e s i d e n t - L e g a l  S e r v i c e s

4  P E P C O  H O L D I N G S ,  I N C .
E P 1 2  1 5

5  7 0 1  9 t h  S t r e e t ,  N . W .
W a s h i n g t o n ,  D . C .  2 0 0 6 8

6  2 0 2 - 8 1 2 - 2 9 5 3
p e t e r  .  m e i e r G p e p c o h o l d i n g s  .  c o m

1 -and-

W E N D Y  E .  S T A R K ,  E s q .
8  D e p u t y  G e n e r a l  C o u n s e l

P E P C O  H O L D I N G S ,  r N C .
9  EPLL32

7 0 1  9 t h  S t r e e t ,  N . W .
1 0  W a s h i n g t o n ,  D . C .  2 0 0 6 8

2 0 2 - 8 1  2 - 2 3 4 1
1 1  w e s t a r k G p e p c o h o l d i n g s .  c o m

1,2
P A U L  R .  B O N N E Y ,  E s q .

1-3 EXELON
S e n i o r  V i c e  P r e s i d e n t  a n d  D e p u t y  G e n e r a l

1 4  C o u n s e l
R e g u l a t o r y

1 5  C a n d l e r  B u i l d i n g
1 1 1  M a r k e t  P f a c e ,  S u i t e  5 0 0

1 6  B a l t i m o r e ,  M a r y l a n d  2 1 2 0 2
4L0-41 0-232]-

L 7  p a u l . b o n n e y @ e x e l o n c o r p .  c o m
- a n d -

1 8  A N T H O N Y  E .  G A Y ,  E s q .
PECO

1 , 9  A s s o c i a t e  G e n e r a l  C o u n s e l -
2 3 0 1  M a r k e t  S t r e e t ,  5 2 3 - 1 ,

2 0  P h i I a d e l p h i a ,  P e n n s y l v a n i a  1 9 1 - 0 3
2 1 5 - 8 4 1 - 4 6 3 5

2 L  a n t h o n y .  g a y @ e x e l o n c o r p .  c o m
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1.  APPEARANCES (CONTINUED)  :

2  O N  B E H A L F  O F  O F F I C E  O F  P E O P L E ' S  C O U N S E L :
K A R E N  R .  S I S T R U N K ,  E s q .

3  O F F I C E  O F  T H E  P E O P L E  '  S  C O U N S E L
1 1 3 3  1 5 t h  S t r e e t ,  N . W .

4  W a s h i n g t o n ,  D . C .  2 0 0 0 5
202-26L-r406

5 ks is t runkGopc-dc .  gov
- a n d -

6  E L I  D .  E I L B O T T ,  E s q .
D U N C A N ,  W E T N B E R G ,  G E N Z E R  &  P E M B R O K E ,  P . C .

7  1 6 1 5  M  S t r e e t ,  N . V i l .
S u i t e  8 0 0

B  W a s h i n g t o n ,  D . C .  2 0 0 3 6
2 0 2 -  4 6 7  -  6 3 7 0

9  e d e G d w g p . c o m

1 0
ON BEHALF OF APARTMENT AND OFFICE BU]LDING

11 ASSOCIATION OF METROPOLITAN WASHINGTON:
F R A N N  G .  F R A N C I S ,  E s q .

t 2  1 - 0 5 0  1 7 t h  S t r e e t ,  N . W .
W a s h j - n g t o n ,  D .  C .  2 0 0 3 6

1 3  2 0 2 - 2 9 6 - 3 3 9 0

L4 ON BEHALF OF OFFICE OF ATTORNEY GENERAL,
D I S T R T C T  O F  C O L U M B I A :

1 5  B R I A N  R .  C A L D W E L L ,  E s g .
A s s i s t a n t  A t t o r n e y  G e n e r a l

1 6  4 4 L  F o u r t h S t r e e t ,  N . W .
S u i t e  6 5 0 - S

I 7  W a s h i n g t o n ,  D . C .  2 0 0 0 1
2 0 2 - 7  2 7  -  6 2 1 , L

L 8  b r i a n .  c a 1 d w e 1 l G d c .  g o v

1 9  O N  B E H A L F  O F  D C  S U N :
R A N D A L L  L .  S P E C K ,  E s q .

20  KAYE SCHOLER,  LLP
T h e  M c P h e r s o n  B u i l d i n g

2 t  9 0 1  F i f t e e n t h  S t r e e t ,  N . W .
h l a s h i n g t o n ,  D .  C .  2 0 0 0 5

2 2  2 0 2 - 6 8 2 - 3 5 1 0
r a n d a l  1  .  s p e c  k G  k a y e s c h o l e r  .  c o m
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1  A P P E A R A N C E S  ( C O N T I N U E D ) :

2  ON BEHALF OF DC WATER:
N A N C Y  A .  W H I T E ,  E s g .

3  S Q U I R E  P A T T O N  B O G G S  ( U S 1  L L P
1 - 2 0 0  1 9 t h  S t r e e t ,  N . W .

4  S u i t e  3 0 0
V f , a s h i n g t o n ,  D .  C .  2 0 0 3 6

5  2 0 2 - 6 2 6 - 6 2 6 0

6
O N  B E H A L F  O F  G R I D  2 . 0

' 1  
C H A R L E S  R O R I E S ,  E s q .
4 5 2 5  B l a g d e n  A v e n u e ,  N . W .

8  W a s h i n g t o n ,  D . C .  2 0 0 1 1
7  0 3 - 2 8  3 -  9 0  6 3

9
ON BEHALF OF M]D-ATLANTIC RENEWABLE ENERGY

1 . 0  C O A L I T l O N :
CAROLYN ELEFANT,  Esq.

1 1  2 2 0 0  P e n n s y l v a n i a  A v e n u e ,  N . W .
4 t h  F l - o o r  E a s t

1 , 2  W a s h i n g t o n ,  D .  C .  2 0 0 3 7
2 0 2 - 2 9 7 -  6 1 -  0 0

1 3  c a r o l y n G c a r o l y n e l e f a n t .  c o m

14 ON BEHALF OF NATIONAL CONSUMER LAW CENTER,
NATIONAL HOUS]NG TRUST AND THE NATIONAL HOUSING

1.5  TRUST-ENTERPRISE PRESERVATION CORPORATION:
O L I V I A  B .  W E I N ,  E s 9 .

1 6  1 0 0 1  C o n n e c t i c u t  A v e n u e ,  N . W .
S u i t e  5 1 0

L ' 7  W a s h i n g t o n ,  D .  C .  2 0 0 3 6
2 0 2 - 5 9 5 - 7 8 4 3

1 8  o w e i n G n c l c .  o r g

19 ON BEHALF OF WGL:
T E L E M A C  N .  C H R Y S S I K O S ,  E s e .

20  ASSOCIATE GENERAL COUNSEL AND DIRECTOR
1 0 l -  C o n s t i t u t i o n  A v e n u e ,  N .  W .

2 1 ,  W a s h i n g t o n ,  D .  C .  2 0 0 8 0
2 0 2 - 6 2 4 - 6 1 1 6

2 2  t c h r y s s i k o s G w a s h g a s .  c o m
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P R O C E E D I N G S

T H E  S E C R E T A R Y :  A I l  r i s e .

Y o u  m a y  b e  s e a t e d .

CHAIRMAN KANE:  Good morn ins .  We

5  a re  back  on  the  reco rd  i n  Fo rma l  Case  11 -19 .  I t

6  i s  F r i day ,  December  AE l : . ,  a t  10 :10  a .m .

T h i s  w i I I  b e  t h e  l a s t  d a v  o f  o u r

8  hea r ings ,  and  be fo re  we  s ta r t  w i th  the  nex t

9  w i tness ,  a re  the re  any  p re l im ina ry  ma t te rs  f rom

10  any  o f  t he  pa r t i es?  No th ing?  A I I  r i gh t .

11_ I n  k e e p i n g  w i t h  o u r  t a k i n g  t h e

12  se t t l i ng  pa r t i es  f i r s t ,  Ms  Wh i t e ,  i s  Mr .

13  Hawk ins  he re?

l4

15  he re .

16

M S .  W H I T E :  Y e s ,  M a d a m  C h a i r ,  h e  i s

CHAIRMAN KANE:  Then we w i I I  ca l l

L7  you  may  ca I I  you r  w i tness .

1B

19

M S .  W H I T E :  T h a n k  y o u ,  M a d a m  C h a i r .

O n  b e h a l f  o f  t h e  D i s t r i c t  o f

20  Co lumb ia  Wate r  and  Sewer  Au tho r i t y ,  I  am Nancy

2 I  Wh i te  and  I  wou ld  l i ke  to  ca l l  Mr .  Georoe

22  Hawk ins  to  the  s tand .
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1 GEORGE HAWKINS,

2  be ing  f i r s t  du l y  sworn ,  t o  t e l l  t he  t ru th ,  t he

3  who le  t ru th  and  no th ing  bu t  t he  t ru th ,

4  t es t i f i ed  as  f o l l ows :

5 DIRECT EXAMINATION BY COUNSEL FOR D.C.  WATER

B Y  M S .  W H I T E :

7  Q.  Cou ld  you  p lease  s ta te  you r  name fo r

B  the  reco rd .

9  A .  George  Hawk ins .

10 a.  By whom are you employed and what  is

11  you r  pos i t i on?

t2  A .  Ch ie f  execu t i ve  o f f i ce r  and  qene ra l

13  manage r ,  D .C .  Wa te r .

14  O .  Do  you  have  be fo re  you  a  copy  o f  t he

1 -5  d i rec t  t es t imony  o f  George  S .  Hawk ins  f i l ed  i n

16  t h i s  p roceed ing  on  Oc tobe r  30 ,  20L5?

I7  A .  I  do .

18  O .  I f  I  asked  you  the  same ques t i ons  i n

L9 that  document ,  would your  answers be the same

20  today?

2L  A .  Yes .

22  A .  And  a re  those  answers  t rue  and

(866) M8 - DEPO
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l -  co r rec t  t o  t he  bes t  o f  you r  know ledge ,

2  i n fo rma t i -on  and  be l i e f  ?

3  A .  Yes .

M S .  W H f T E :  I  w o u l d  a s k  t h a t  M r .

5  Hawk ins '  t es t imony  be  marked  as  D .C .  Wa te r  B .

CHAIRMAN KANE:  So marked.

( E x h i b i t  D . C .  W a t e r  B  w a s  m a r k e d  f o r

B i den t i . f  i ca t i on .  )

M S .  W H I T E :  T h a n k  v o u .  A n d  M a d a m

1 0  C h a i r ,  w e  h a v e  a  v e r y  I i m i t e d  r e j o i n d e r

1 1  t e s t i m o n y .

1,2 CHAIRMAN KANE:  Thank vou.

1 3  B Y  M S .  W H I T E :

1 , 4  O .  M r .  H a w k i n s ,  h a v e  y o u  r e v i e w e d  t h e

1 5  t e s t i m o n y  o f  L a r r y  M a r t i n  f i l e d  o n  b e h a l f  o f

1 6  G r i d  2 . 0  i n  t h i s  p r o c e e d i n g ?

L 1  A .  I  h a v e  r e v i e w e d  t h e  t e s t i m o n y  o f  m y

1 8  f r i e n d  L a r r v  M a r t i n .

1 9  O .  D o  y o u  r e c a l l -  M r  .  M a r t i n  '  s

2 0  d i s c u s s i o n  o n  P a g e  6  o f  h i s  t e s t i m o n y  a b o u t  t h e

2 I  s o l a r  p r o j e c t  t h a t  D . C .  W a t e r  w a s  c o n s i d e r i n g

2 2  a n d  s p e c i f i c a l l y  h i s  d i s c u s s i o n  o f  t h a t  p r o j e c t

(866) 448 - DEPO
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l -  a s  b e i n g  e m J - n e n t l y  f e a s i b l e ?

2  A .  I  a m .

3  Q.  Do you have any  comments  on  Mr .

4  M a r t i n r s  t e s t i m o n y  a b o u t  t h a t  p r o j e c t ?

5  A .  I  a p p r e c i a t e  M r .  M a r t i n r s  b o t h

6  a w a r e n e s s  o f  t h e  p r o j e c t .  W e  h a v e  b e e n  f r i e n d s

7  f o r  m a n y  y e a r s  a n d  h i s  c o m m e n t s  o n  t h e  p r o j e c t .

8  W e  h a d  i s s u e d  a  c o m p e t i t i v e  p r o c u r e m e n t  f o r

9  t h a t  p r o j e c t ,  a c t u a l l y  g o n e  t h r o u g h  t h e

1 0  p r o c u r e m e n t  a n d  w e  w e r e  a t  t h e  p o i n t  o f  a w a r d ,

1 1 -  b u t  t h a t  c o n t r a c t  h a s  b e e n  c a n c e l e d ,  a n d  w e

L 2  w e r e  n o t  a b l e  t o  f u l f i l l  t h e  c o n t r a c t  d u e  t o '

1 3  v a r i o u s  b u s i n e s s  c l a u s e s  t h a t  w e r e  n o t  a b l e  t o

1 4  b e  e x e c u t e d r  s o  a t  c u r r e n t  s t a t e ,  t h e r e  a r e  n o

1 5  p r o j e c t s  p l a n n e d  f o r  B l u e  P l a i n s ,  d l t h o u g h  w e

1 , 6  a r e  a l w a y s  a c t i v e l y  c o n s i d e r i n g  a l t e r n a t i v e

L 7  e n e r g y  p r o j e c t s .

t_8 M S .  W H I T E :  M a d a m  C h a i r ,  M r .  H a w k i n s

L 9  i s  a v a i l a b l e  f o r  c r o s s - e x a m i n a t i o n .

20 CHAIRMAN KANE:  Thank vou.

2L  Cross -examina t i on  by  the  pa r t i es?  Then  I  w i l - I

22  s ta r t .
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M r .  H a w k i n s ,  w o u l d  y o u  l o o k  a t  y o u r

2  tes t imony  on  Page  3  s ta r t i ng  on  L ine  9 .

S e e  t h a t ?

T H E  U I I T N E S S :  U h - h u h .

CHAIRMAN KANE:  And here ,  you  are

6  speak ing  i n  t h i s  sec t i on  o f  t he  D .C .  Wa te r ' s

7  eva lua t i on  o f  t he  o r i g i na l  j o i n t  app l i can t s

8  app l i ca t i on ,  co r rec t?

Y

10

T H E  W I T N E S S :  C o r r e c t .

C H A I R M A N  K A N E :  Y o u  s a v :  " D . C .

1 1  W a t e r  a l s o  w a s  s k e p t i c a l  o f  t h e  j o i n t

1 2  a p p l i c a n t s  p o s i t . i o n  t h a t  t h e r e  w a s  n o  n e e d  f o r

1 3  t h e  C o m m i s s i o n  t o  b e  c o n c e r n e d ,  t h a t  c o m m e r c i a l

L 4  c u s t o m e r s  l - i k e  D . C .  W a t e r  r e c e i v e  a n  i m m e d i a t e

1 5  t a n g i b l e  f j - n a n c i a l  b e n e f i t  a s  a  r e s u l t  o f  t h e

1 6  m e r g e r  b e c a u s e  t h o s e  c u s t o m e r s  w o u l d  r e a p  m o s t

L 7  o f  t h e  b e n e f i t s  o f  m e r g e r  s y n e r g y  s a v i n g s

1 8  f o l l o w i n g  a  m e r g e r  c l o s i n g .  "

L 9  A n d  y o u  s a y :  " D . C .  V i l a t e r  f o u n d

2 0  t h e s e  m e r g e r  s y n e r g y  s a v j - n g s  t o  b e  t o o

2 L  s p e c u l a t i v e  t o  m e e t  t h e  C o m m i s s i o n ' s

2 2  r e q u i r e m e n t  o f  a  d i r e c t  t r a c e a b l e  a n d  t a n g i b l e
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1  ra tepaye r  bene f i t .  "

H a v e  y o u  l o o k e d  a t  t h e  m e r g e r  t h e

3  syne rgy  sav ings  i n  t he  nonunan imous  se t t l emen t

4 agreement?

T H E  W I T N E S S :  I  h a v e .

CHAIRMAN KANE:  And wou ld  f  d i rec t

7 you in  par t icu l -ar  to  Commj- tment  28 in  the

8  nonunan imous  se t t l emen t  ag reemen t ,  wh ich  says

9  - -  j us t  one  sen tence :  "Pepco  sha l - l  t r ack  and

10  accoun t  f o r  merge r - re la ted  savJ -ngs  and  the  cos t

11  to  ach ieve  those  sav ings  i n  each  o f  i t s  base

t2  ra te  cases  f i l ed  w i th in  a  th ree -yea r  pe r iod

13  f o l l ow ing  merge r  c l ose .  "

I 4 D o  y o u  c o n s i d e r  a ,  t h r e e - y e a r

L 5  t r a c k i n g  o f  t h e  m e r g e r  s y n e r g y  s a v i n g s

1,6  adequate  ?

I ] T H E  W I T N E S S :  I t  m a v  w e l l  b e

18  adequa te  fo r  some pu rposes  fo r  t he  immed ia te

19  bene f i t  t o  D .C .  Wa te r .  My  expe r i ence  i n

20  eva lua t i ng  merge rs  i n  t h i s  hea r ing  and  o the rs ,

2L  tha t  i n  t he  sho r t  t e rm,  the re  i s  ac tua l l y

22  add i t i ona l -  cos t  as  en te rp r i ses  i n teg ra te  the i r
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ope ra t i ons ,  and  we  do  be l i eve  t he re  a re  l i ke l y

to  be  s ign i f i can t  syne rg ies  ove r  t . ime ,  bu t  f o r

the  immed ia te  bene f i t  t ha t  we  were  seek ing  and

the  merge r  i t se l f ,  w€  d i dn ' t  see  t ha t  i n  t he

t ime  f rame eva lua ted .

CHAIRMAN KANE:  My ques t ion  went  to

t h e  d u e  a p p f i c a t i o n ,  t h e  t h r e e  y e a r s  n e e d e d ,

y o u  s a y  t h r e e  y e a r s .

T H E  W I T N E S S :  Y e s .

CHAIRMAN KANE:  So your  eva lua t ion

o f  t h e  o r i g i n a l  p r o p o s a l  t h a t  t h e  m e r g e r

s y n e r g y  s a v i n g s  w e r e  t o o  s p e c u l a t i v e ,  h a s  t h a t

c h a n g e d  s i n c e  t h e y  a r e  o n l y  g o i n g  t o  b e  t r a c k e d

f o r  t h r e e  y e a r s ?

T H E  W I T N E S S :  V i l e  d o n ' t  t h i n k  t h e v

a r e  s p e c u l a t i v e .  W e  s u s p e c t  t h a t  t h e  s a v i n g s

w i I I  b e  r e v e a l e d  o v e r  a  l o n g e r  p e r i o d  o f  t h r e e

y e a r s .  T h e  r e a s o n  w e  e n g a g e  i n  t h e  s e t t l e m e n t

a g r e e m e n t  i s  t o  b e  s u r e  t h a t  D . C .  W a t e r

r e c e i v e s  t a n g i b l e  a n d  s p e c i f i c  b e n e f i t s

s e p a r a t e  i n  a d d i t i o n  t o  t h e  s y n e r g y  s a v i n g s .

CHAIRMAN KANE:  Woul -d  vou descr ibe
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w h a t  t h o s e  s e p a r a t e  a n d  t a n g i b l e  b e n e f i t s  a r e ?

T H E  W I T N E S S :  C e r t a i n l v .  T h e r e  a r e

e lements  tha t  we are  aware  o f  in  the  agreement

t h a t  a r e  m e a n i n g f u l  t o  D . C .  W a t e r ,  t h a t  a r e

t a n g i b l e  t o  m a n y  p a r t i e s ,  b u t  o n e  i s  o n  t h e

r e l i a b i l i t y  r e q u i r e m e n t s  t h a t  a r e  i n  a d d i t i o n

t o  w h a t  h a v e  b e e n  p r e v i o u s l y  c o m m i t t e d  t o  t h e

P u b l i c  S e r v i c e  C o m m i s s i o n .

T h e  s r e a t e s t  r i s k  t o  D . C .  W a t e r  i s

p o w e r  r e l i a b i l i t y ,  s o  w e  w e r e  d e l i g h t e d  t o  s e e

t h o s e  p r o v i s i o n s  i n  t h e  s e t t l e m e n t  a g r e e m e n t .

W e  a r e  e q u a l l y  p l e a s e d  a t  t h e  c o m m i t m e n t s  t o

i m p r o v e  i n t e r c o n n e c t i o n  a r r a n g e m e n t s  w h i c h  i s

s o m e t h i n g  D . C .  W a t e r  i s  c o n c e r n e d  a b o u t ,  b o t h

f o r  o u r  o w n  p u r p o s e s  a n d  i n  g e n e r a l ,  a n d  t h o s e

a r e  b r o a d l y  a p p l i e d ,  a n d  w e  a r e  p l e a s e d  w i t h

b o t h ,  s p e c i f i c a l l y  f o r  D . C .  W a t e r .

There  is  a  a r rangement  we have

t h r o u g h  t h e  c i t y  a d m i n i s t r a t o r ' s  o f f i c e  f o r  a

5 2  m i l l i o n  d o n a t i o n  f o r  o u r  q r e e n

i n f r a s t r u c t u r e  f u n d .  W e  h a v e  i n f r a s t r u c t u r e

w o r k  h e r e  i n  t h e  D i s t r i c t  w h i c h  w e  c o n s i d e r  a
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1  s i gn i f i can t  bene f i t  as  we l l  as  p rov i s i on  i n  t he

2  ag reemen t  abou t  a  5  megawat t  so fa r  i ns ta l l a t i on

3  a t  B Iue  P la i ns .

CHAIRMAN KANE:  Le t  me ask  Vou a

5  l i t t l e  m o r e  d e t a i l  a b o u t  e a c h  o f  t h o s e .

O n e  o f  t h e  b e n e f i t s  t h a t  v o u  d i d

7  c i t e  was  t he  $10 .5  m i l l i on  go ing  t o  t he

B  consumer  and  regu la to ry  a f fa i r s  depar tmen t  o f

9  the  D is t r i c t  f o r  a  g reen  bu i l d ing  fund .

10 And on Page 4 of  your  test imony,

1 1  l o o k i n g  a t  L i n e s  3  t o  5 ,  P a g e  4 ,  L i n e s  3  t o  5

1 2  y o u  s a y :  " I t  i s  m y  u n d e r s t a n d i n g  t h a t  t h e

1 3  D i s t r i c t  w i I I  a l - I o c a t e  2  m i l - I i o n  o f  t h i s  q r e e n

L 4  b u i l d i n g  f u n d  t o  s u p p o r t  t h e  g r e e n

1 5  i n f r a s t r u c t u r e  p r o g r a m  t h a t  D . C .  W a t e r  i s

L 6  s p i r i t i n g .  "

I 7 Wha t  i s  t he  bas i s  o f  vou r

l - 8  " u n d e r s t a n d i n q ? "

19 T H E  W I T N E S S :  C o n v e r s a t i o n s  I  h a v e

20  had  w i th  the  c i t v  admin i s t ra to r  as  we I I  as

2 l  D i rec to r  We l l - s  f rom the  Depar tmen t  o f  Energy

22 and the Envi ronment .  And i t  is  mv
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L  unders tand ing  tha t  i t  w i l l  be  f rom the  g reen

2  bu i l d ing  fund ,  bu t  I  a l so  unders tand  i t  may

3  we l l -  i n  t he  u l - t ima te  nego t ia t i on  wou ld  be  f rom

4 the  work  fo rce  deve lopmen t  f und .  I t  i s

5  sepa ra te l y  i den t i f i ed  i n  Pa rag raph  24 .

I t  i s  ou r  i n ten t i on  a t  t he

7  conc lus ion  o f  t h i s  p roceed ing  and  the  merge r

B  d i scuss ions  tha t  we  wou ld  en te r  i n to  a

9 memorandum of  agreement  wi th  the Dis t r ic t  which

10  we  do  so  regu la r l y  on  i s sues  o f  t h i s  so r t ,

11 ident i fy  funding and what  work we in tend to  do

12  re la ted  to  tha t  f und ing ,  and  essen t i a l l y ,  i t

13  w i l - l -  ma in l y  be  a  D is t r i c t  Governmen t  dec i s ion

L4  as  to  wh ich  fund  i s  used  to  suppor t  D .C .  Wate r .

15 We wou ld  have an  MOU tha t  wou ld  lock

16  in  tha t  t he  funds  wou ld  be  ava i l ab le ,  wou ld  be

I7  to  the  D is t r i c t  Governmen t  t o  de te rm ine  wh ich

18 of  the two funds or  a  combinat ion of  both,  I

19  imag ine ,  made  mos t  sense  to  them to  p rov ide

20 funding f rom.

2T CHAIRMAN KANE:  Okay.  Then on  L ine

22  5  on  the  same page ,  you  say :  " I n  add i t i on  to
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the  C IF ,  Exe lon  commi ts  i n  Pa rag raph  24 , "  wh ich

you  j us t  c i t ed ,  " o f  t he  se t t l emen t  en t i t l ed

work  fo rce  deve lopmen t  t o  p rov ide  5 .2  m i l l i on

to  suppor t  va r i ous  work  fo rce  deve lopmen t

p rog rams ,  i nc l ud ing  t hose  adm in i s te red  by  D .C .

Wate r  f o r  i t s  G I  t ra in ing  p rog ram.  "

Now i s  t ha t  a  separa te  a l l oca t i on

f rom the 2 mLl l ion f rom the green bui ld ing fund

fo r  a  to ta l  o r  exp la in  tha t  t o  me .

THE WITNESS:  I t  i s  my  unders tand ing

tha t  t he  des igna t i on  o f  spec i f i c  f unds  f o r  D .C .

Wa te r  i s  a  t o ta l -  o f  2  m i ] I i on .  The re ' s  none  i n

add i t i on  t o  t ha t .  Suppo r t  go ing  t o  D .C .  t o

suppor t  wo rk  fo rce  deve lopmen t  i s  good  fo r  D .C .

Wate r  i n  genera l .  We  have  a  ve ry  ex tens i ve

interact ion wi th  the Depar tment  of  Employment

Serv i ces ,  g i ven  the  sca fe  o f  ou r  ope ra t . i ons  and

our  cons t ruc t i on  g ran ts  p rog ram,  so  tha t  i s

suppor t i ve  o f  us ,  bu t  t he  spec i f i c  dona t i on  to

ou r  g reen  i n f ras t ruc tu re  i s  2  m i l l i on  and  the re

i s  Do ,  i n  add i t i on  to  tha t ,  i n  e i t he r  o f  t hem.

CHAIRMAN KANE:  Thank vou.  That  was

(866) M8 - DEPo
www.CapitalReportingCompany.com @ 2015



Capital
Formal Case No.

Reporting Company
1119 (Volume III) 12-04-2015

60s
1

2

3

4

5

6

7

X

Y

L0

1_1

L2

13

L4

15

t _o

1"1

I U

L Y

20

2 I

22

c o n f u s i n g  t h e  w a y  i t  w a s  w r j - t t e n .

T h e n  o n  P a g e  6  o f  y o u r  t e s t i m o n y ,

L i n e s  l -  t o  6  - -  a c t u a l l y ,  i t  s t a r t s  o n  p a g e

y e a h ,  P a g e  6 .

Y o u  a r e  s p e a k i n g  o f  a n  a d d i t i o n a l  9 Z

m i l l i o n  t o  s u p p o r t  d e v e l o p m e n t  o f  a  r o b u s t  G I

p r o g r a m  i n c l u d i n g  p o s s i b l y  e s t a b l i s h i n g  a  D . C .

W a t e r  D i v i s i o n  d e d i c a t e d  t o  G I  i n s t a l l a t i o n ,  G f

b e i n g  g r e e n  i n f r a s t r u c t u r e ,  i n s p e c t i o n  a n d

m a i n t e n a n c e .

N o w  i s  t h i s  a n o t h e r  2  m i l l i o n ?

T H E  W I T N E S S :  N o ,  t h i s  i s  r e f e r r i n g

CHAIRMAN T(ANE: I t  I  s  the  same 2

mi  I l i on .

THE WITNESS:  T t I s  t he  Same  2

mi11 ion .  The  conve rsa t i on  D i rec to r  V ' I e l l s  and  I

have  had  i s  t ha t  a l l  t he  i u r i sd i c t i ons  i n  t he

a rea  a re  ramp ing  up  on  g reen  i n f ras t ruc tu re ,

and  t he  ac tua l  i ns ta l l a t i on  cos t s  f o r  a l l

mun ic ipa l  agenc ies  i s  i nc reas ing ,  and  tha t  i f

D .C .  Wate r  cou ld  c rea te  i t s  own  p rog ram to  do
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1  g reen  i n f r as t ruc tu re r  we  wou ld  ac tua l l y  o f f e r

2  t ha t  se rv i ces  t o  t he  D i s t r i c t .

T h a t  w a s  t h e  b a c k s r o u n d  o f  w h e r e

4  D L r e c t o r  W e l l - s  a n d  f  i n i t i a t e d  t h i s

5  c o n v e r s a t i o n  b u t  i t ' s  t h e  s a m e  5 2  m i l l i o n .

C H A I R M A N  K A N E :  S a m e  S 2  m i l l i o n

7  w h e t h e r  i t ' s  o u t  o f  t h e  g r e e n  b u i l d i n g  f u n d  o r

B  t h e  w o r k  f o r c e  d o n a t i o n  o r  t h i s  a d d i t i o n a l  C I F

9  t h a t  y o u  a r e  r e f e r r i n g  t o .

L0 T H E  W I T N E S S :  I f  w e  w e r e  i n a r t f u l ,

1 1  w e  t h e r e  i s  o n e  5 2  m i l l i o n  d o n a t i o n  a n d

t 2  t h e r e  a r e  t w o  d i f f e r e n t  f u n d s  i t  c o u l d  c o m e

1 3  f r o m ,  a n d  q u i t e  f r a n k l y ,  w e  a r e  f i n e  w i t h

L 4  e i t h e r  o r  b o t h ,  b u t  o u r  c o m m i t m e n t  f r o m  t h e

1 5  c i t y  w i l l  b e  d o i n g  a  M O U  f o r  w h a t  w o r k  w e  w i l l

1 6  d o  a n d  t h e  c i t v  w i l l  d e c i d e  w h a t  m a k e s  m o s t

I ' 7  s e n s e  f  r o m  t h e  s o u r c e .

18 CHAIRMAN KANE:  So wou ld  i t  be  fo r

1 9  j o b  t r a i n i n g  o r  w o u l d  i t  b e  t o  s e t  u p  t h i s

2 0  w h o l e  n e w  d i v i s i o n  w i t h i n  D . C .  W a t e r ,  w h i c h  I ' m

2 I  a s s u m i n g ,  a n d  c o r r e c t  m e  i f  I  a m  w r o n g ,  w o u l d

2 2  b e  s o m e  k i n d  o f  o n g o i n g  o r g a n i z a t i o n a l
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d i v i s i o n .

T H E  W I T N E S S :  C o r r e c t .  W e  h a v e  n o t

d e t e r m i n e d  e x a c t l v  w h a t  t h e  c o n t o u r s  o f  t h e

p r o g r a m  w i l - l  b e .  W e  h a v e  i n d e p e n d e n t l y

c o m m i t t e d  t o  t h e  c i t y  a d m i n i s t r a t o r  a n d  t h e

m a y o r ,  t o  d e v e l o p  a  g r e e n  i n f r a s t r u c t u r e

t r a i n i n g  p r o g r a m ,  a n d  w e  w a n t e d  t o  m a k e  s u r e  i n

t h e  a r r a n g e m e n t  w e  h a d  i n  n e g o t i a t i n g  t h e s e

p r o v i s i o n s  t h a t  w h a t  w e  w o u l d  d o  w i t h  2  m i l - l i o n

wou ld  be  in  add i t ion  to  what  we had a l ready

c o m m i t t e d  t o  o n  g r e e n  i n f r a s t r u c t u r e  t r a i n i n g .

W e  s t i l l  m a y  h a v e  s o m e  o f  t h o s e

f u n d s  b e  d e d i c a t i o n  i n  a d d i t i o n  t o  w h a t  w e  h a d

a l r e a d y  a l l o c a t e d .  W h a t  w e ' v e  a l - s o  t a l k e d

a b o u t  d o i n g  i s  p r o g r a m  - -  b u t  q u i t e  h o n e s t l y ,

we have no t  deve loped the  contours  o f  what

e x a c t l y  t h e  p r o g r a m  w i I I  b e ,  o t h e r  t h a n  t h e

t o p i c  a r e a ,  j o b  d e v e l o p m e n t  a n d  f o c u s e d  o n

i m p l e m e n t i n g  g r e e n  i n f r a s t r u c t u r e  i n  t h e  c i t y

a n d  e m p l o y i n g  d i s t r i c t  r e s i d e n t s  t o  d o  t h a t

w o r k .

CHAIRMAN KANE: They wou ld  be
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1  wo rk i nq  f o r  D .C .  Wa te r  o r

T H E  W I T N E S S :  T h a t  i s  o n e  o f  t h e

3  ideas  tha t  we  a re  ve rv  i n te res ted  i n  i s  on  the

4  tab le ,  bu t  we  have  no t  worked  th rough  a l1  the

5  bus iness  pa ramete rs  o f  whe the r  o r  no t  t ha t

6  makes  sense  o r  whe the r  we  wou ld  con t i nue  to

7  con t rac t  ou t  wh ich  i s  wha t  mos t  i u r i sd i c t i ons

B  a re  cu r ren t l y  do ing .

CHAIRMAN KANE:  But  i t  wou ld  be  fo r

10  D .C .  Wa te r .

1 1 T H E  W I T N E S S :  D . C .  W a t e r  w o r k  a n d

L 2  f o r  D . C .  r e s i d e n t  h i r i n g .

9

13

I4

CHAIRMAN KANE:  Thank vou.

L e t  m e  a s k  a b o u t  t h e  5  m e q a w a t t s  o f

1 5  s o l a r  a t  B l u e  P l a i n s .  J u s t  i n  g e n e r a l ,  y o u

1 6  r e f e r r e d  t o  t h e  a n s w e r i n g  t h e  q u e s t i o n

I 1  c o n c e r n i n q  w h a t  M r .  M a r L i n  h a d  s a i d  i n  h i s

1 8  t e s t i m o n y ,  b u t  y o u  s a i d  t h a t  w h e n  d i d  D . C .

1 9  W a t e r  s t a r t  t o  c o n s i d e r  p u t t i n g  s o l a r  a t  B I u e

2 0  P l a i n s ?

21, T H E  W I T N E S S :  W e  h a v e  h a d  - -  w e ' v e

2 2  l o o k e d  a t  t h e  i s s u e  o n  a n d  o f f  o v e r  m a n y  y e a r s ,
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l -  more than f ive probably .  We have such a large

2  s i t e  as  you  know  a t  B Iue  P la i ns ,  155  ac res ,

3  w i t h  ve ry  l i t t l - e  shade r  so  i t ' s  one  o f  t he

4  s i t es  i n  t he  D is t r i c t  where  a  l a rge

5  i ns ta l l a t i on  i s  poss ib le .  On  the  o the r  hand ,

6  i t  i s  a  g i gan t i c  ope ra t i ng  f ac i l i t y  so  i t  i s  a

7  comp lex  eng inee r ing  a r rangemen t  fo r  how tha t

8  se t t i ng  wou ld  be  under taken .

More  pa r t i cu la r l y  w i th  the  p ro jec t

1 0  t h a t  w e  a c t u a l l v  w e n t  t o  b i d  a n d  h a d  d o n e  s o m e

1 1  c o n t r a c t  n e g o t i a t i o n s  o r l r  w e  i n i t i a t e d  t h a t  i n

t 2  2 0 1 , 4 ,  a n d  w e  a r e  w o r k i n g  v e r y  t h o r o u g h l y  a t  i t

1 3  i n  2 0 L 4  a n d  e a r l v  2 0 L 5 .

I 4 CHAIRMAN KANE:  You sa id  you had

15  a l ready  pu t  i t  ou t  t o  b id  and  - -

1,6

t7

T H E  W I T N E S S :  C o r r e c t .

CHAIRMAN KANE:  Work ing  w i th  i s

18  i t  pub l i c  i n fo rma t ion  who  you  had?

1,9 T H E  W I T N E S S :  Y e s .  I t  w a s  W G L

20  Energy  and  Energy  Sys tems ,  wh ich  i s  a  pa r t  o f

2L  t he  Wash ing ton  Gas ,  and  S tanda rd  So la r ,  I nc . ,

22  SS I ,  was  t he i r  j o i n t  pa r t ne r .
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CHAIRMAN KANE:  That  was a

2  compe t i t i ve  p rocess?

T H E  W I T N E S S :  T h a t  w a s .

CHAIRMAN KANE:  And vou re fe r red  to

5  s ta f f  da ta  reques t s  t o  D .C .  Wa te r .  I  w i I I

6  b r i ng  tha t  ou t  and  pu t  i t  i n  t . he  reco rd .

Yes .  I f  you  cou ld  - -  do  you  have

8  t ha t  be fo re  you r  t he  D .C .  Wa te r  r esponses  t o

9  s ta f f  da ta  reques t s?

6L0

10

11

T H E  W I T N E S S :  I  d o .

CHAIRMAN KANE:  And I  want  s ta f f

Do you have tha t  be fore  us?

T H E  W I T N E S S :  I  d o .

CHAIRMAN KANE:  The ques t ion  was

L 2  d a t a  r e q u e s t  N o .  8 ,  w h i c h  w a s  p r e l i m i n a r i l y

1 3  m a r k e d  a s  N o .  3  o n  N o .  8  - -  a n s w e r  t o  Q u e s t i o n

1 4  2  b u t  i t  w a s  p r e l i m i n a r i l y  m a r k e d  a s  E x h i b i t

1 5  N o .  B .

L6

L7

1B

L9  abou t  t he  p rev ious  p lans  and  whe the r  o r  no t  t he

20  5  megawat t s  o f  so l -a r  genera t i on  to  be

2 I  cons t ruc ted  a t  B Iue  P1a ins  pu rsuan t  t o  the

22  nonunan imous  ag reemen t  se t t l emen t  i s  i n

Capital Reporting Company
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1 -  add i t i on  to  the  p lanned  L0  megawat t s  o f  so la r

2  genera t i on  and  you r  answer  i s  t ha t  i t  i s  no t i

3  i s  t ha t  co r rec t?

q

6  a d d i t i o n .

7

THE WITNESS:  Tha t  i s  co r rec t .

CHAIRMAN KANE: I t  is  not  in

In your  answer we asked what  had

8  h a p p e n e d  t o  w h a t  w a s  t h e  r e a s o n  i t  d i d n ' t  g o

9  f o r w a r d , '  i s  t h a t  c o r r e c t ?

10

11

T H E  W I T N E S S :  Y e s .

CHAIRMAN KANE:  And you answered

T H E  W I T N E S S :  Y e s .

CHAIRMAN KANE:  And i f  vou  were

L2  tha t  i t  was :  "Due  to  the  d i f f i cu l t y  o f

13  rece i v ing  an  i n te rconnec t i on  ag reemen t  w i th

L4  Pepco  p r i o r  t o  t he  end  o f  20L6 . "

15 Is  tha t  you r  answer  s t i l l ?  I  guess

1 ,6  I  shou ld  ask  you  on  th i s  da ta  reques t  be fo re  I

L7  you  a re  the  sponso r  o f  t h i s  da ta  reques t  and

18  t he  answer  t o  i t .

L 9

20

2 t  a s k e d  t h e  s a m e  q u e s t i o n s  t o d a y ,  w o u l d  y o u r

2 2  a n s w e r  b e  t h e  s a m e ?
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6t2

1

2

3

4

5

6

7

8

9

10

11

1,2

13

I4

15

I O

L 1

I U

L Y

20

21,

22

T H E  W I T N E S S :  f t  w o u l - d .  I  m i q h t  a d d

a  f e w  c l a r i f y i n g  c o m n e n t s  w h i c h  I  w i l l  i n  a

momenE. .

CHAIRMAN KANE:  Thank you.  I  quoted

y o u r  i t  s a i d ,  " d u e r  "  w a s  c a n c e l l e d :  " D u e  t o

t h e  d i f f i c u l t y  o f  r e c e i v i n g  a n  i n t e r c o n n e c t i o n

a g r e e m e n t  w i t h  P e p c o  p r i o r  t o  t h e  e n d  o f  2 0 1 6 . "

I s  t h a t  s t i l l  v o u r  a n s w e r ?

T H E  W I T N E S S :  I  w o u l d  a d d  a

c l a r i f y i n g  c o m m e n t .  W e  w e r e  a c t u a l l y  n o t

d i r e c t l y  e n g a g e d  w i t h  d i s c u s s i o n s  b e t w e e n  W G E L

a n d  S o l a r  S S I  a n d  P e p c o .  T h e  q u e s t i o n  w a s  m o r e

a n  i n - d e p t h  a n s w e r .  I t  i s  n o t  c l e a r  w h e t h e r

P e p c o ,  t h e  i n t e r c o n n e c t i o n  a g r e e m e n t  w o u l d  h a v e

b e e n  c o m p l e t e d  t h e  e n d  o f  2 0 L 6 .

T h e  q u e s t i o n  i n  c o n s t r u c t i n g  t h e

d e a l  w a s  w h e t h e r  t h e r e  c o u l d  b e  a  q u a r a n t e e

tha t  i t  wou l -d  be  comple ted  by  the  end o f  201,6 ,

b e c a u s e  a s  w e  a l - I  k n o w ,  a t  t h e  e n d  o f  2 0 1 6 ,  t h e

i n v e s t m e n t  t a x  c r e d i t s  o p t i o n ,  3 0  p e r c e n t  t o  1 0

p e r c e n E .

I f  t h e  i n t e r c o n n e c t i o n  a g r e e m e n t  w a s
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1
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4
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6
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Y

10

11

L2

13

t4

15

L6

L1

1_B

1_9

Z U

21,

a a
z z

n o t  c o m p l e t e d  i n  t i m e ,  t h e n  t h a t  I T C  t a x  c r e d i t

w o u l d  n o t  a v a i l  o f  t h e  p r o j e c t  a n d  t h e  q u e s t i o n

w a s ,  i f  t h a t  w e r e  t o  h a p p e n ,  w h o  w o u l d  c o v e r

t h e  I o s s  o f  t h e  b e n e f i t  o f  t h e  t a x  c r e d i t ?

And so  the  Ianguage I  wou ld  change

i s  i - t ' s  u n c l e a r  t o  u s  w h e t h e r  o r  n o t  t h e

i n t e r c o n n e c t i o n  a s r e e m e n t  w o u l d  h a v e  b e e n

g r a n t e d  o r  n o t .  T h e  i s s u e  a t  h a n d  w a s  w h e t h e r

i t  c o u l d  b e  g u a r a n t e e d  t h a t  i t  w o u l d  b e  g r a n t e d

and what  we wanted  is  tha t  i t  wou ld  be  a

g u a r a n t e e  t h a t  w o u l d  b e  g r a n t e d  a n d  w h e t h e r  o r

n o t  i t  w a s  g r a n t e d ,  w e  w o u l d  s t i l l  d o  t h e  d e a l

and what  WGL and SSI  wanted  us  to  do  is  to  make

u p  f o r  t h e  d i f f e r e n c e  o f  t h e  l o s s  o f  t h e

i n v e s t m e n t  t a x  c r e d i t ,  i f  i t  w e r e  n o t  g r a n t e d

b y  t h e  e n d  o f  2 0 1 6 ,  w h J - c h  w a s  n o t  6  [ 4 g f t s r n n

t h a t  w e  w e r e  w i l l i n g  t o  p 1 a c e ,  b e c a u s e  t h a t

m a d e  t h e  d e a l  f i n a n c i a l l y  n o t  s o u n d ,  s o  t h a t  i s

t h e  m o r e  s u b t l e  a n s w e r .

I t ' s  n o t  c l e a r  w h e t h e r  t h e

i n t e r c o n n e c t i o n  a q r e e m e n t  w o u l d  h a v e  b e e n  d o n e

b y  t h e  e n d  o f  t h e  y e a r  o r  n o t .  W e  w e r e  n o t  i n

Capital Reporting Company
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1  t ha t  nego t i a t i on .

T h e  q u e s t i o n  w a s  w h o  w o u l d  g u a r a n t e e

3  whe the r  i t  wou ld  be  done ,  and  i f  i t  we ren r t ,

4  who  wou ld  pay  the  cos t  o f  t he  l os t  t ax  c red i t ,

5  and  tha t  was  someth ing  D .C .  Wate r  was  no t

6  w i l l i ng  t o  backs top .

CHAIRMAN KANE: Do you know how long

8 your  WGLES and Standard Sol -ar  were work ing and

9  t r y ing  to  ge t  an  i n te rconnec t i on  ag reemen t  w i th

10  Pepco?

1 1 T H E  W I T N E S S :  I t  w o u l d  h a v e  b e e n

L2  th i s  sp r ing  i n  p robab ly  Feb rua ry  to  Ap r i l  t ime

13  f rame,  tha t r s  when  we  were  nego t ia t i ng  w i th

1 ,4  t hem as  we I I .  I  don ' t  know  spec i f i ca l l y ,  l i ke

15  I  sa i d ,  we  we re  no t  pa r t y  t o  t hose  d i scuss ions

1 ,6  bu t  i t  h ras  the  sp r ing  o f  t h i s  pas t  yea r ,  a f

L7  t h i s  yea r .

6t4

l x

L Y

z v

C H A I R M A N  K A N E :  O f  2 0 t 5 .

T H E  W f T N E S S :  C o r r e c t .

CHAIRMAN KANE:  To ge t  tha t  done by

2L  the  end  o f  20L6 ,  t he  ag reemen t  you  were  ta l k ing

22  abou t  22  mon ths .
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1

2

3

4

5

6

1

I

9

10

11

L2

l _ J

1,4

15

L6

1,7

1_8

19

20

2L

22

THE WITNESS:  Co r rec t .

CHAIRMAN KANE: Did they g ive you

any  i nd i ca t i on  tha t  t ha t  was  an  unusua l  amoun t

o f  t ime  to  t r y  t o  ge t  an  i n te rconnec t i on

agreement  done?

T H E  W I T N E S S :  N o t  t h a t  I ' m  a w a r e  o f .

I t  w a s  s o r t  o f  s i m p l y  a  m a t t e r  o f  f a c t  t h a t

t h e y  w e r e  n o t  c e r t a i n  i t  c o u l - d  b e  d o n e  a n d  t h e

q u e s t i o n  w a s  w h o  w o u l d  g u a r a n t e e  t h e

c o n s e q u e n c e  i f  i t  w e r e n r t .

And f  ac tua l l y  do  no t  know enough

a b o u t  t h e  i n d u s t r v  t o  k n o w  w h a t  t h e  s t a n d a r d

t i m e  f r a m e  i s  f o r  t h o s e  k i n d  o f  a q r e e m e n t s .

CHAIRMAN KANE:  So now under  the

n o n u n a n i m o u s  s e t t l e m e n t ,  t h e  p l a n  i s  t h a t  5

m e g a w a t t s  w o u l d  b e  c o n s t r u c t e d  b y  E x e l o n i  i s

t h a t  c o r r e c t ?

T H E  W I T N E S S :  T h a t ' s  c o r r e c t .

CHAIRMAN KANE:  And tha t  wou ld  mean

t h a t  y o u ' v e  a l r e a d y  m a d e  i t  r a t h e r  t h a n  w o r k i n g

wi th  WGLES and Standard  So lar  wh i -ch  was done as

a  c o m p e t i t i v e  p r o c e s s ,  y o u ' v e  m a d e  t h e  d e c i s i o n
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l -  o r  i f  th is  wou ld  go  th rough,  you have

2  a l r e a d y  c h o s e n  w h o  y o u ' r e  g o i n g  t o  w o r k  w i t h ;

3  i s  t h a t  c o r r e c t ?

T H E  W I T N E S S :  F o r  t h a t  p o r t i o n  o f

5 i r .

6 CHAIRMAN KANE:  For  tha t  por t ion  o f

7 i r .

I s  D .C .  Wate r  under  requ i remen ts

9 under  your  procurement  to  do th ings

10  compe t i t i ve l y?

1 1 T H E  W I T N E S S :  W e  c a n  d o  s o l e  s o u r c e

t 2  r e q u i r e m e n t s r  d s  l o n g  a s  t h o s e  j u s t i f i c a t i o n s

1 3  p a s s  m u s t e r ,  a n d  i n  t h i s  c a s e ,  i t  w o u l d  b e  a

1 , 4  s o l e  s o u r c e  t h a t  w o u l d  g o  b e f o r e  t h e  b o a r d ,  b u t

1 5  I  b e l i e v e  t h i s  w o u l d  b e  a  - i u s t i f i e d  s o l e  s o u r c e

t 6  p r o c u r e m e n t .

L 7 C H A I R M A N  K A N E :  S o  i t  w o u l d  s t i l l

18  have to  be  approved by  your  board?

L9

z v

T H E  W I T N E S S :  C o r r e c t .

CHAIRMAN KANE: What woul-d be the

2 t  bas i s  o f  do ing  i t  so l e  sou rce?

22 T H E  W I T N E S S :  F j - n a n c i a l ,  a n d  I
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6r1
1-  imag ine  the  dea l  wou ld  be  be t te r  than we wou ld

2  g e t  i n  a  c o m p e t i t i v e  o p e n  m a r k e t .

CHAIRMAN KANE:  Okav.  The

4  Parag raph  118  o f  t he  se t t l emen t  p rov ides  i n

5  pa r t  t ha t  i n  add i t i on  to  fund ing  renewab le

6  genera t i on  as  p rov ided  i n  Pa rag raph  6 ,  Exe lon

7  sha l l  by  December  31 ,  20LB  deve lop  o r  ass i s t  i n

8  the  deve lopmen t  o f  1 -0  megawat t s  o f  so la r

9  genera t i on  i n  t he  D is t r i c t  and  w i I I  en te r  i n to

10  good  fa i t h  nego t i a t i ons  o f  a

11  commerc ia l l y -accep tab le  a r rangemen t  fo r  5

12  megawat t s  o f  such  genera t i on  to  be  cons t ruc ted

13  a t  B Iue  f o r  D .C .  Wa te r  B lue  P la i ns ,  € t

L4  ce te ra ,  and  ope ra t i ona l  by  December  18 .

1-5 In  the event  a

16  commerc ia l l y -accep tab le  a r rangemen t  canno t  be

1"7  nego t ia ted  fo r  5  megawat t s  o f  g round  managed

1-B  so la r  a t  B Iue  P la ins ,  t he  10  megawat t s  o f  so la r

L9  genera t i on  to  be  deve loped  ove r  t h i s  con t rac t

20  sha l l  be  reduced  to  7  meqawat . t s .

2t So as  I  read th is r  d r r r  I  read ing  th is

22  wrong  tha t  t he re  i s  go ing  to  be  nego t ia t i ons ,

(866) 448 - DEPO
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1,6

1,7

1B

L9

20

2T

22

t h e r e  i s  g o i n g  t o  a  c o m m e r c i a l l y - a c c e p t a b l e

ar rangemen t ,  i t  has  to  go  to  you r  boa rd  to  be

jus t i f i ed  as  so l -e  sou rce  o r  how do  you  know now

tha t  t h i s  i s  go ing  to  be  a  be t te r  dea l  t han

pu t t i ng  i - t  ou t  t o  b id?

T H E  W I T N E S S :  T h a t ' s  a  v e r y  g o o d

q u e s t i o n  a n d  t h e  c h a l l e n g e  i n  t h i s  p a r t i c u l a r

p a r a g r a p h  i s  t h a t  w e  w e r e  s e t t l i n g  o n  D . C .

W a t e r ' s  p a r t ,  t h e  p r o v i s i o n  o f  a d d i n g  t h e  5

megawat ts  was added to  a  paragraph tha t  had

a l r e a d y  b e e n  n e g o t i a t e d  a b o u t  t h e  n o n - D . C .

W a t e r  c o m p o n e n t ,  a n d  i t  w a s  I ' m  n o t  s o

c e r t a i n  w e  w o u l d n ' t  h a v e  p e r h a p s  n e g o t i a t e d

d i f f e r e n t  w o r d s  h a d  w e  h a d  a  s t a n d a l o n e

p a r a g r a p h ,  b u t  w h a t  I  a m  c o n f i d e n t  i n ,  i s  t h a t

w e  w i I I  w o r k  w i t h  E x e l o n  t o  h a v e

c o m m e r c i a l l y - a c c e p t a b l e  i n  t h e  s e n s e  b o t h

p a r t i e s  a r e  c o m i n g  t o  a  p r o j e c t  a t  a  v e r y  s h o r t

o r d e r  w h e r e  m a n v  o f  t h e  t e c h n i c a l

s p e c i f i c a t i o n s  w e r e  u n k n o w n .

C o m m e r c i a l l y - a c c e p t a b l e  i s  m e a n t  t o

g i v e  a  w a y  o u t ,  i f  E x e l o n ,  w h o  d i d  n o t  k n o w  a
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lo t  abou t  ou r  f ac i l i t y  when  they  wa lked  when

we d i scussed  th i s  p rov i s ion ,  f ound  tha t  i t  was

so  expens i ve  t o  do  a  p ro j ec t  a t  D .C .  Wa te r ,

that  i t  was far  more than the norm, which we

don ' t  be l i eve  i s  t r ue ,  bu t  i t  was  ha rd  t o  make

tha t  de te rm ina t i on  i n  a  ve ry  sho r t  nego t i a t i on .

I  be l ieve  tha t  the  te rms o f  the

a g r e e m e n t  w h i c h  I  h a v e  g r e a t  c o n f i d e n c e  i n ,

t h e y ' r e  t w o  m o t i v a t e d  p a r t i e s  w h o  h a v e  h a d  a

l o t  o f  e x p e r i e n c e  w i t h  P e p c o  E n e r g y  S e r v i c e s ,

t h e y  j u s t  f i n i s h e d  b u i l d i n g  u s  a  v e r y  l a r g e

c o m b i n e d  h e a t  p o w e r  p l a n t s  a t  B I u e  P l a i n s .  W e

h a v e  v e r y  r e c e n t  e x p e r i e n c e ,  i s  t h a t  w e  w i l l

c o n s t r u c t  a  p r o j e c t  w h e r e  E x e 1 o n  w i I I  p a y  f o r

t h e  c o s L  o f  c o n s t r u c t i n g ,  d e s i g n i n g  a n d

c o n s t r u c t i n g  t h e  5  m e g a w a t t  f a c i l i t y .

D . C .  W a t e r  w i l l  a g r e e  t o  p a y  f o r  t h e

e l e c t r i c i t y  g e n e r a t e d  b y  t h e  f a c i l i t y  a t  t h e

c o s t  o f  p o w e r ,  b u t  w i l l -  n o t  p a y  t h e

d i s t r i b u t i o n  a n d  t r a n s m i s s i o n  c o s t s  i n  t h a t

c o s t r  s o  t h a t  e v e r y  p a r t y  g e t s  a  b e n e f i t .

I  be l - ieve  we w i l l  be  ab l -e  to  deve lop
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1  a  p r o j e c t  w i t h  E x e l o n ,  i t  w i l l  b e  w i t h i n  t h e

2  r a n g e  o f  c o s t s  t h a t  t h e y  f i n d  a c c e p t a b l e  t o

3  c o n s t r u c t  a n d  d e s i g n .  S o  I  b e l i e v e  w e  w i l l ,  i n

4  f a c t ,  a c h i e v e  a  p r o j e c t  t h a t  i s  b e t t e r  t h a n

5  w h a t  w e  w o u l d  h a v e  a c h i e v e d .

T h e  s t a n d a r d  p r o j e c t  p u r c h a s e

7  a g t e e m e n t  w i t h  p o w e r ,  a s  y o u  w e l l  k n o w ,  D . C .

8  W a t e r  w o u l - d  h a v e  a l s o  b e e n  c o v e r i n q  t h e  c o s t  o f

9  c o n s t r u c t i o n  a n d  d e s i g n  a n d  t h e  p a y b a c k  t i m e  o f

1-0  the  purchase o f  the  power ,  and we do  no t

1 1  b e l i e v e  t h a t  w i l l  b e  p a r t  o f  t h i s  d e a l  w h i c h  i s

1 2  w h a t  m a k e s  i t  a  b e t t e r  o p t i o n  f o r  D . C .  W a t e r

1 3  t h a n  s i m p l y  c o n t i n u i n g  t o  g o  t o  t h e  m a r k e t  t o

L 4  s e e  w h a t  m i g h t  b e  d o n e  a t  B l u e  P l a i n s  f o r  s o l a r

1 5  p o w e r .

1 6 C H A I R M A N  K A N E :  I ' m  s o r r y .  W h a t  i s

L " 7  t h e  p a r t  t h a t  y o u  w o n ' t  b e  p a y i n g  f o r ?

r_8 T H E  W I T N E S S :  T h e  d e s i s n  a n d

19  cons t ruc t i on  o f  t he  f ac i l i t y  i t se l f ,  Exe lon

20  w i l l  bu i l d ,  and  wha t  we  wou ld  - -  a t  t he i r  cos t .

2L

22

C H A I R M A N  K A N E :  A s  a  g i f t .

T H E  W I T N E S S :  A s  a  g i f t ,  w i t h  u s
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1  a g r e e i n g  t o  p a y  f o r  t h e  p o w e r  t h a t  i s  g e n e r a t e d

2  f r o m  t h e  s o l a r ,  f o r  t h e  5  m e g a w a t t s .  T h a t  i s

3  what  I  be l - i -eve .

CHAIRMAN KANE: That is what vou

5  be l i eve .  Tha t  i s  no t  i n  w r i t i ng  anywhere .

T H E  W I T N E S S :  W h a t  i s  i n  w r i t i n q  i s

7  w h a t  y o u  s e e .

C H A I R M A N  K A N E :  W h a t  V o u  s e e  h e r e .

9  Bu t  i t r s  you r  unders tand ing  tha t  Exe lon  i s

l -0  go ing  to  dona te  the  cos t  o f  des ign  and

11  cons t ruc t i -on?

L2

1_3

T H E  W I T N E S S :  D o n a t e ,  y € s .

CHAIRMAN KANE:  WeI l - ,  I  use  the  word

L 4  d o n a t e  o r  g i f t ,  i t ' s  h e r e  i t  i s ,  w e  a r e  n o t

l - 5  a s k i n g  y o u  t o  p a y  f o r  i t .  W e  a r e  n o t  a s k i n g

1 , 6  t h e  r a t e p a y e r s  t o  p a y  f o r  i t .  I t  ' s  a

I 1  c h a r i t a b l e  c o n t r i b u t i o n ,  L f  y o u  w i 1 1 ,  w h e n  y o u

1 8  d o  i t  t h r o u g h  a  g o v e r n m e n L  a q e n c y ,  i t ' s  a

1 9  d i f f e r e n t  c a t e g o r y .

Z V I s  t h a t  w h a t  y o u  a r e  e x p e c t i n g ,  t h a t

2 1 ,  t h e  c o s t  o f  t h e  d e s i q n  a n d  c o n s t r u c t i o n  o f  t h i s

2 2  f a c i l i t y ,  t h e  p h y s i c a l  f a c i l i t y ,  t h e  p a n e l s  a n d
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1  w h a t e v e r ,  w a s  g o i n g  t o  b e  p r o v i d e d  t o  D . C .

2  W a t e r  a t  n o  c o s t ,  a n d  t h a t  t h a t  c o s t  w i I I  n o t

3  b e  r e c o v e r e d  f r o m  D . C .  W a t e r  t h r o u g h  a n y

4  m e c h a n i s m  s u c h  a s  a  p o w e r  p u r c h a s e  a g r e e m e n t .

5  T H E  W I T N E S S :  T h a t  i s  w h a t  I  e x p e c t

6  a n d  h o p e .  W h a t  I  w o u l d  a l s o  u n d e r s t a n d  t o  b e

7  p a r t  o f  t h e  n e g o t i a t i o n  a n d  f o r  w h a t  D . C .  W a t e r

B  b e l i e v e s  i s  t h a t  t h e  d e a l  h a s  t o  b e  b e t t e r  f o r

9  o u r  r a t e p a y e r s ,  t h a n  w h a t  w o u l d  h a v e  a c h i e v e d

1 0  h a d  w e  j u s t  g o n e  b a c k  a n d  b i d  a  5  m e g a w a t t

1 1 -  p r o j e c t  o n  t h e  m a r k e t .  I t  m a y  w e l l  b e  t h a t

t 2  ' E x e l o n  c o m e s  b a c k  w i t h  a  p r o p o s a l  t h a t  i s  n o t

1 - 3  p a y i n g  f o r  t h e  e n t i r e  c o s t  o f  d e s i g n  a n d

L 4  c o n s t r u c t i o n ,  b u t  i s  s o m e  a l t e r n a t i v e .

1 5  T h e  k e y  i s s u e  f o r  D . C .  W a t e r  i s  t h a t

L 6  t h e  p r o j e c t  i s  m o r e  d e s i r a b l e  o n  a  f i n a n c i a l

L ' 7  b a s i s  f o r  D . C .  W a t e r  a n d  i t s  r a t e p a y e r s  t h a n

1 8  h a d  w e  j u s t  g o n e  t o  b i d  a n d  b u i l t  i t  o n  t h e

1 - 9  m a r k e t  a s  w e  h a d  s o u g h t  t o  d o  i n  t h e  p a s t .  O u r

2 0  v i e w  i s  t h a t  w e  h o p e  t h e  d e s i g n  a n d

2 L  c o n s t r u c t i o n  i s  c o v e r e d  b y  E x e l o n  a n d  t h a t  w e

2 2  p a y  f o r  t h e  p o w e r  t h a t  i s  g e n e r a t e d .  T h o s e
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1

2

3

4

5

6

I

B

9

10

11

L2

13

I4

15

1,6

I7

18

19

20

21

22

d e t a i l - s  a r e  n o t  s p e l l e d  o u t  i n  t h e  p a r a g r a p h

a n d  t h e y  a r e  t o  b e  w o r k e d  o u t .

L i k e  I  s a i d ,  I  h a v e  s t r o n g

e x p e c t a t i o n  t h a t  i t  w i l l  b e  a  g o o d  d e a l  f o r

D . C .  r a L e p a y e r s ,  o t h e r w i s e ,  t h e r e  w o u l d  b e  n o

reason to  have i t  in  the  agreement  because we

wou ld  have gone to  compet i t i ve  marke t  to  do  the

p r o j e c t  i n  a n y  e v e n t .

CHAIRMAN KANE:  Le t  me ask  you

f i n a l l y  a b o u t  t h e  d i f f i c u l t y  t h a t  a r o s e ,  t h e

t i m i n g  d i f f i c u l t y  i n  g e t t i n g  a n  i n t e r c o n n e c t i o n

agreement  w i th  Pepco,  tha t  your  p rev ious

w i n n i n g  b i d d e r  h a d  e x p e r i e n c e d ,  n o t  b e i n g  a b l e

t o  g u a r a n t e e  t h a t  c o u l d  b e  d o n e  i n  2 2  m o n t h s .

I f  E x e l o n  i s  d o i n g  t h e  c o n s t r u c t i o n

a n d  d e s i g n ,  d o  y o u  e x p e c t  t h a t  t h a t  w i l l  m a k e

i t  e a s i e r  t o  g e t  h o w  w i l - I  t h i s  i s s u e  o f  t h e

t im ing  and how long i t  m igh t  take  or  the

d i f f i c u l t y  i n  g e t t i n g  a n  i n t e r c o n n e c t i o n

a g r e e m e n t  b e  o v e r c o m e  i n  t h i s  n e w  p l a n ?

T H E  W I T N E S S :  f ' m  u n c e r t a i n  o f  h o w

t h a t  w i l l  b e  h a n d l e d .  I t  w i l l  b e  o n e  o f  t h e
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22

f i n a n c i a l  a t t r i b u t e s  t o  b e  d e t e r m i n e d .  I t  i s

n o t  w e  a r e  m o t i v a t e d  a n d  r e a d y  t o  m o v e  v e r y

q u i c k l y .  W e  h a v e  b e e n  w a n t i n g  t o  d o  a  p r o j e c t

l i k e  t h i s  f o r  s o m e  p e r i o d  o f  t i m e .

I  h a v e  s p o k e n  w i t h  o f f i c i a l s  f r o m

E x e l o n  a n d  P e p c o ,  t h e y  a r e  b o t h  r e a d y  t o  m o v e

a s  w e I l .  T h e  f i n a n c i a l  c h a r a c t e r i s t i c s  o f  t h e

ar rangement  and whether  o r  no t  i t  wou ld  be  done

i n  t i m e  t o  r e c e i v e  t h e  i n v e s t m e n t  t a x  c r e d i t  i s

a n  i s s u e  c o n n e c t e d  t o  t h e  i n t e r c o n n e c t i o n

a g r e e m e n t .  I t r s  a n  e l e m e n t  t h a t  f ' m  n o t

c e r t a i n  o f  a n d  w o u l d  h a v e  t o  b e  e v a l u a t e d  w h e n

w e  b o t h  l o o k  a t  t h e  b u s i n e s s  t r a n s a c t i o n .  B u t

I  d o  n o t  k n o w  h o w  e x a c t l y  t h a t  w i l l  b e  h a n d l e d .

CHAIRMAN KANE:  Is  there  anv

i n d i c a t i o n  t h a t  b e c a u s e  E x e l , o n ,  s o m e  s u b s i d i a r y

o r  a f f i l i a t e  o f  P e p c o  w o u l d  b e  d o i n g  i t ,  i t

m i g h t  h a p p e n  q u i c k e r ?

T H E  W I T N E S S :  T h a t  m i g h t  b e  a

r e a s o n a b l e  e x p e c t a t i o n .  I t  w i I I  c e r t a i n L y  b e

i n  t h i s  c a s e ,  D . C .  W a t e r  h a v i n g  d i r e c t

d i s c u s s i o n s  a b o u t  t h e s e  i s s u e s  r a t h e r  t h a n
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1  th rough  the  p rocu r ing  pa r t i es .  As  I  men t ioned ,

2  when  i t  was  WGEL and  SSI ,  t hey  were  nego t ia t i ng

3  w i th  Pepco  and  we  were  so r t  o f  a  th i rd  pa r t y

4  hea r ing  wha t  t he  resu l t s  o f  t hose  nego t ia t i ons

5  we re .  I n  t h i s  case r  w€  w i I I  be  hav ing

6  d i scuss ions  d i r ec t l v .

CHAIRMAN KANE:  You w i l l  be  hav inq

8  d i s c u s s i o n s  d i r e c t i o n  w i t h  P e p c o ?

9

10  Exe lon .

11

L2

13

t4

15

T H E  W I T N E S S :  P e p c o  a n d  t h r o u g h

CHAIRMAN KANE:  But  th rough Exe lon .

T H E  W I T N E S S :  C o r r e c t .

C H A I R M A N  K A N E :  I t s  a f f i l i a t e .

T H E  W I T N E S S :  Y e s .

C H A I R M A N  K A N E :  O n e  f i n a l  s u e s t i o n .

16  I  know you  sa id  you  were  anx ious  to  ge t  t h i s

L ]  done .  f s  i t  co r rec t  t ha t  t he  i n  o rde r  t o

18  ge t  t he  p ro jec ts  done ,  t he  cap  on  the  amoun t  o f

1 ,9  the  megawat t  s i ze ,  t ha t  was  e l i g ib le  fo r  SRECs

20  needed  to  be  ra i sed  and  tha t  vou  rece i ved

21 ,  I eg i s la t i on  f rom the  counse l  l - as t  summer  o r  a

22  yea r  ago  t o  r a i se  t ha t  cap?
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T H E  W I T N E S S :  C o r r e c t .

CHAIRMAN KANE:  Thank vou.  Then

3  f i n a l l y ,  I  w a n t  t o  a s k  a b o u t  t w o  m o r e  t h i n g s ,

4  r a t e  d e c r e a s e s  - -  e x c u s e  m e ,  o n  m i c r o g r i d s .

f n  you r  t es t imony  on  Page  B ,

6  s t a r t i n g  o n  L i n e  1 6 .  T h e  s e t t l e m e n t  p r o v i d e s

7  i n  P a r a g r a p h  L 2 B  t h a t  P e p c o  w i l l  c o o r d i n a t e

8  w i t h  t h e  D i s t r i c t  t o  i n t e r c o n n e c t  a n d  d e v e l o p

9  a t  l - e a s t  4  m i c r o g r i d s  .  D .  C .  W a t e r r  s  B l u e

1 0  P 1 a i n s  c o m p l e x  w o u l d  b e  a n  i d e a l  c h o i c e  f o r

1 1 -  s u c h  a  m i c r o g r i d  g i v e n  t h e  a l r e a d y  o p e r a t i o n a l

1 , 2  d i g e s t i v e  p r o j e c t  a n d  t h e  f u t u r e  o n - s i t e  s o l a r

1  ?  n r n i  a n l -

I 4 A  m i c r o g r i d  a t  D . C .  W a t e r  w o u l d

1 5  p r o v i d e  d i r e c t  a n d  c a s u a l  b e n e f i t s  t o  D i s t r j - c t

1 6  r e s i d e n t s  i n  t h e  f o r m  o f  e n h a n c e d  r e l i a b i l i t y ,

1 " 7  a n d  I  a n t i c i p a t e  t h a t  D . C .  W a t e r  w i l l  s e e k  t o

1 8  b e  s e l e c t e d  a s  o n e  o f  t h e  f o u r  p i l o t  m i c r o g r i d

1 9  I o c a t i o n s  p r o v i d e d  f o r  i n  t h e  s e t t l e m e n t .

Z U The re  i s  no  ce r t a i n t y ,  i s  t he re ,

2 1 ,  t h a t  D . C .  W a t e r  w o u l d  r e c e i - v e  o n e  o f  t h o s e

2 2  w o u l d  b e  s e l e c t e d ?
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T H E  W I T N E S S :  T h e r e  i s  n o  c e r t a i n t v

i n  t h e  s e t t l e m e n t  a s r e e m e n t .  I  h a d  t h o s e

c o n v e r s a t i o n s  w i t h  D i r e c t o r  W e l I s .  I  t h i n k  h e

m e n t i o n e d  i t  i n  h i s  t e s t i m o n y  o n  W e d n e s d a y ,  a s

w e I I  a s  c o n v e r s a t i o n s  w i t h  P e p c o  a n d  E x e l o n .  I

t h i n k  e v e r y o n e  b e l i e v e s  t h a t  D . C .  W a t e r  w o u l d

b e  a  v e r y ,  v e r y  s t r o n g  c h o i c e  f o r  a  h o s t  o f

r e a s o n s .

W e  a r e  a l r e a d y  g e n e r a t i n g  1 3

m e g a w a t t s  i n  t o t a l - .  I t ' s  a  s i g n i f i c a n t  a m o u n t

o f  o n - s i t e  p o w e r  w i t h  o u r  d i g e s t e r  p r o j e c t ,  i n

a d d i t i o n  t o  s o l a r  p o w e r ,  w i I I  e n a b l e  u s  t o  g e t

t o  o u r  u l t i m a t e  q o a l  w h i c h  i s  t o  b e  a b L e  t o  r u n

t h e  c o r e  f a c i l i t i e s  o f  o u r  p r o g r a m  i f  t h e r e  w a s

s o m e  c a L a s t r o p h i c  p r o b l e m  w i t h  p o w e r

r e l i a b i l i t y ,  a n d  t h a t  i s  o f  s u c h  g r e a t  i n t e r e s t

t o  t h e  p u b l i c  h e a l t h  a n d  w e l f a r e  o f  t h e  e n t i r e

w a t e r  s y s t e m  a n d  C h e s a p e a k e  B a y  t h a t  I  t h i n k  i t

i s  a n  e x t r e m e l - y  w o r t h w h i l e  g o a l  a n d  t h e n  h o w  w e

s e e  t h e s e  p r o v i s i o n s  w o r k i n g  t o g e t h e r  t h a t

d e v e l o p i n g  a  s o l a r  p r o j e c t  c o n n e c t i n g  t o  a

m i c r o g r i d  w i t h  o u r  e x i s t i n g  g r e e n  p o w e r ,  b y  t h e
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1  w a y ,  w h i c h  i s  b e i n g  g e n e r a t e d  b y  a  P e p c o  E n e r g y

2  S e r v i c e s  f a c i l i t y ,  w h i c h  b y  t h e  w a y  w a s  o u r

3  v e r y  f i r s t  d e s i g n  b u i l d  o p e r a t e  p r o c u r e m e n t ,  s o

4  i n  f a c t ,  P e p c o  E n e r g y  S e r v i c e  i s  r u n n i n g  t h a t

5  p o w e r  p l a n t  o n  s i t e ,  t h a t  i f  w e  h a d  a

6  m i c r o g r i - d ,  w e ' d  b e  a b l e  t o  d e v o t e  t h e  p o w e r

7  g e n e r a t e d  o n  s i t e  t o  t h o s e  f a c i l i t i e s  t h a t  a r e

8  n e e d e d  m o s t  s i g n i f i c a n t l y  a n d  a t  a  t i m e  o f

9  t h a t  w e  h o p e  n e v e r  h a p p e n s ,  b u t  s h o u l d  i t

1 0  h a p p e n  o f  p o w e r  l - o s s ,  a n d  t h a t  w o u l d  b e  o f  s u c h

1 1  g r e a t  i n t e r e s t  t h a t  w e  w o u l d  b e  a  v e r y  p r i m e

L 2  c a n d i d a t e  f o r  a  m i c r o q r i d .

I 5

L4  gua ran tee .

15

L6

C H A I R M A N  K A N E :  B u t  t h e r e r s  n o

T H E  W I T N E S S :  T h e r e  i s  n o  g u a r a n t e e .

CHAIRMAN KANE:  Are  you fami l ia r

L 7  w i t h  t h e  l a s t  s e n t e n c e  o f  C o m m i - t m e n t  l . 2 8  w h i c h

1 8  s a y s :  " N o t h i n g  i n  t h i s  p a r a g r a p h  s h a l - l -

1 9  o b l i g a t e  t h e  D i s t r i c t  t o  u s e  P e p c o  f o r  t h e

2 0  d e v e l o p m e n t ,  f i n a n c i n g ,  o w n e r s h i p  o r

2 1 ,  c o n s t r u c t i o n  o f  t h e  m i c r o q r i d s  r e f e r r e d  t o

2 2  h e r e i n .  D i s t r i c t  i s  f r e e  t o  p u r s u e  m i c r o g r i d
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L development  independent  of  Pepco whi le

2  i nc lud ing  i n te rconnec t i on  ru les  and

3  p rocedu res .  "

T H E  W I T N E S S :  T h a t  g i v e s  a n  o u t

5  we  have  been  and  w i l l  con t i nue  to  l ook  on  tha t

6  i ssue  on  a  res i l i ency  bas i s  i ndependen t l y .  We

7  jus t  t h ink  tha t  t h i s  p resen ts  an  oppor tun i t y ,

8  we  hope  to  d r i ve  bo th  i n  conce r t  w i th  an

9  add i t i ona l  add i t i on  o f  so l -a r  genera t i on  i n

10  ou r  f ac i l i t y  w i t h  ou r  d i ges te r  and  m ic rog r i d .

11  The  hea l th  and  we l fa re  o f  t he  reg ion  can  be

L2  subs tan t i a l l y  improved  i n  the  even t  o f  a

13  ca tas t roph i c  p rob lem.

L 4 CHAIRMAN KANE:  Thank vou.  Then

1-5  f i na l l y  i n  t e rms  o f  ra te  i nc reases ,  a re  you

L6  fam i l i a r  were  you  he re  i n  t he  p rev ious

1 ,7  hea r ings  when  we  d i scussed  w i th  the  j o in t

1 -8  app l i can ts  the i r  wo rk  papers  tha t  re fe r red  to

t9  the  assumpt ions  tha t  a re  under l i n ing

20 under ly ing the some of  the numbers that  they

2L  a re  us i ng  i n  r ega rd  t o  t he  25  b i l l i on  cus tomer

22  c red i t  and  the  schedu le  fo r  p roposed  ra te
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L

2

3

4

5

6

B

9

10

11

1,2

13

L4

15

1 a
I O

I 1

18

19

zv

2 I

22

inc rease  s  ?

T H E  W I T N E S S : I  d i d  a t t e n d  s o m e  o f

t h e  h e a r i n g s .  I  w a s  n o t  h e r e  f o r  t h a t  p o r t i o n .

CHAIRMAN KANE:  So i f  I  ask  vou

w h e t h e r  y o u  a r e  f a m i l i a r  w i t h  t h e  w o r k  p a p e r s

f r o m  t h e  j o i n t  a p p l i c a n t s  a n d  t h e  a s s u m p t i o n s

t h a t  t h e r e  w i I I  b e  t h r e e  r a t e  i n c r e a s e s  f i l e d

i n  t h e  n e x t  t h r e e  v e a r s  a n d  t h a t  n o n e  o f  t h e

c r e d i t s  g o  t o  a n y  c r e d i t s  f o r  c o m m e r c i a l

c u s t o m e r s ,  w e r e  y o u  a b l e  t o  a n s w e r  t h a t

q u e s t i o n ?

T H E  W f  T N E S S :  f  r ^ / a s  n o t  f  r m  n o t

f a m i l i a r  w i t h  t h a t .  O n  t h e  o t h e r  h a n d ,  t h a t  i s

a n  i s s u e  o b v i o u s l v  t h a t ' s  o f  i n t e r e s t  t o  u s .

CHAIRMAN KANE:  Thank Vou.

C o m m i s s i o n e r  F o r t ,  d o  y o u  h a v e  a n y  q u e s t i o n s ?

C O M M I S S I O N E R  F O R T :  I  i u s t  h a v e  a

c o u p l e  f o l l o w u p  o n e s .

Y o u  w e r e  r e s p o n d i n g  t o  t h e  C h a i r  a n d

y o u  s a i d  t h a t  D . C .  h l a t e r  a l r e a d y  g e n e r a t e s  1 3

m e g a w a t t s  a n d  y o u r  g o a l  i s  t o  h a v e  e n o u g h

m e g a w a t t s  t o  r u n  t h e  c o r e  f a c i l i t i e s  o f  t h e
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1 -  p rog ram,  bu t  you  d idn ' t  i den t i f y  wha t  t ha t

2  number  o f  megawat t s  wou ld  be .  Wha t  i s  t ha t ,

3  - i us t  so  we  have  i t  on  the  reco rd .

T H E  W I T N E S S :  T h e  1 - 3  m e g a w a t t s ,

5  a c t u a l l y  t h r e e  o f  t h a t  i s  u s e d  t o  r u n  t h e

6  c o m b i n e d  h e a t  a n d  p o w e r  s y s t e m  i t s e l f ,  s o  i t ' s

7  s e l f - p o w e r e d .  1 0  m e g a w a t t s  j - s  n e t  f o r  t h e

8  f a c i l i t y ,  t h a t  i s  a b o u t  a  t h i r d  o f  o u r  u s e .  I

9  d o n ' t  k n o w  t h a t  e x a c t l y .  I  w o u l d  h a v e  t o  g o

1 0  b a c k  t o  o u r  e n g i n e e r i n g ,  b u t  w e  a r e  l o o k i n g  a t

1 1 -  a b o u t  2 0  t o  2 2  t o  h a v e  - -  m e g a w a t t s  o f  p o w e r  t o

L 2  h a v e  o u r  c o r e  f a c i l i t i e s  i n  o p e r a t i o n  a n d  t h a t

1 3  i s  w i t h i n  r a n g e  o f  w h a t  c o u l - d  b e  d o n e  w i t h

1 4  p h o t o  t a g  g i v e n  t h e  p h y s i c a l  s i z e  o f  t h e

1 5  f a c i l i t y .

L 6  C O M M I S S I O N E R  F O R T :  Y o u  w e r e  t a l k i n q

I 7  abou t  t he  nego t ia t i ons  tha t  were  go ing  on  i n

18  the  sp r ing  o f  201 ,5  w i th  WG Energy  Serv i ces  fo r

L9  t he  so la r .

Z U I n  y o u r  c o n t r a c t i n g  p r o c e s s ,  h o w

2 L  l o n g  d o e s  i t  t a k e  f r o m  t h e  t i m e  y o u  g e t  a

2 2  c o n t r a c t  n e q o t i a t i o n  c o m p l e t e d  t o  w h e n  t h e
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1

2

3

4

5

6

I

8

Y

10

11

1,2

l _ J

I 4

15

L6

L'7

18

I9

z v

2 I

22

con t rac t  ac t . ua l1v  s ta r t s?

T H E  W I T N E S S :  I t  v a r i e s ,  b u t  w e  m o v e

v e r y  q u i c k l y .  N o r m a l l y ,  i f  w e  c o m p l e t e  a

c o n t r a c t  n e g o t i a t i o n ,  w e  w i l l -  p u t  i t  b e f o r e  t h e

b o a r d  i n  t h e  n e x t  m o n t h .  W e  d o  d o  c o n t r a c t

a p p r o v a l s  b e f o r e  o u r  b o a r d  i f  t h e y  a r e  o v e r  a

m i l l - i o n  d o l - 1 a r s  e v e r y  m o n t h  e x c e p t  A u g u s t ,  a n d

t h e n  w e  w i l l  h a v e  a  s p e c i a l  m e e t i n g  i n  A u g u s t

i f  n e e d  b e ,  s o  t h e r e  i s  a l m o s t  a n  i m m e d i a t e

r e v i e w  w i t h  t h e  c o m m i t t e e  a n d  t h e  b o a r d  t h a t  w e

a n t i c i p a t e  i n  a d v a n c e  a n d  t h e n  w e  w i I I  h a v e  a

s t a r t  d a t e  v e r y  s h o r t l y  t h e r e a f t e r  o n  s o m e

p r o j e c t s .  O n  o t h e r s ,  t h e r e  i s  a  l o n g e r  p e r i o d

t h a t  w e  h a v e  t o  p r e p a r e ,  d e p e n d s  o n  t h e  s i t e

d e v e l o p m e n t .

The advantage on  tha t  we have

b e e n  d i s a p p o i n t e d ,  w e  h a v e n ' t  b e e n  a b l e  t o  d o  a

s o l a r  p r o j e c t  t o  d a t e .  W e  a r e  v e r y  c o n n e c t e d

a n d  s u p p o r t i v e  o f  a l t e r n a t e  p o w e r  s o u r c e s  a s

y o u  k n o w ,  b u t  t h e r e  w e r e  c o n s e q u e n c e s ,  w e ' v e

d o n e  a  l o t  o f  p r e p a r a t o r y  w o r k  f o r  h o w  w e  w o u l d

d o  a  p r o j e c t  l i k e  t h i s  a t  B I u e  P l a i n s r  s o  o n e
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L

2

3

4

5

6

7

8

9

t_0

) ,L

L2

1_3

L4

15

I O

L'1

18

L9

20

2L

22

o f  t h e  r e a s o n s  w e  t h i n k  t h i s  i s  a

c o m m e r c i a l l y - v i a b l e  p r o j e c t  i s ,  w e  a r e  n o t

s t a r t i n g  f r o m  s c r a t c h .  W e  h a v e  a  l o t  o f

p r e p a r a t i o n ,  o u r  e n g i n e e r i n g  t e a m  h a s

f u l l y - e v a l u a t e d  t h e  s i t e ,  a n d  w e  d o  h a v e

e x i s t i n g  t h o u g h t  a n d  p l a n s  o n  h o w  t o  m o v e

forward  so  we are  ready  and ra r ing  to  go  and

b e l i e v e  t h a t  t h i s  c o u l d  b e  a  p r o j  e c t  e x e c u t e d

i n  f a i r l y  s h o r t  o r d e r .

C O M M I S S I O N E R  F O R T : H a s  E x e l o n  s e e n

t h o s e  p l a n s ?

T H E  W I T N E S S :  T o  d a t e ,  t h e y  h a v e  n o t

a s  f a r  a s  I  k n o w ,  b u t  w e  c e r t a i n l y  a r e  w i l l i n g

t o  e n g a g e  f o r t h w i t h  a s  s o o n  a s  i t  l o o k s  l i k e

t h e  r i g h t  t h i n g  t o  d o .

C O M M I S S I O N E R  F O R T :  A n d  t h e  C h a i r

h a d  y o u  l o o k  a t  w h a t  w a s  n o w  m a r k e d  a s  t h e  P S C

e x h i b i t ,  c r o s s - e x a m i n a t i o n  E x h i b i t  N o .  B ,  a n d

s h e  j u s t  h a d  y o u  l o o k  a t  q u e s t i o n  Q u e s t i o n

2 .  C a n  I  g e t  y o u  b u t  y o u  h a v e  a d d r e s s e d

t o p i c s  t h a t  a r e  i n c l u d e d  i n  b o t h  Q u e s t i o n  L

w h i c h  i s  o n  P a g e  2  o f  B  o f  t h a t  e x h i b i t ,  a n d
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1 -  Q u e s t i o n  3  w h i c h  i s  o n  P a g e  4  a n d  5  o f  8  o f

2  t h a t  e x h i b i t .

I f  you  cou ld  l ook  a t  t hose  ques t i ons

4  and  I  w i l l  ask  you  the  same th ing ,  were  those

5  sponso red  you r  name appears r  so  they  were

6  sponso red  by  you?

T H E  W I T N E S S :  Y e s .

C O M M I S S I O N E R  F O R T :  I f l I  a s k  y o u  t h e

9  ques t i on ,  wou ld  you r  answers  be  the  same?

10

11

T H E  W I T N E S S :  Y e s .

C O M M I S S I O N E R  F O R T :  O k a y .  I n  y o u r

T H E  W f T N E S S :  Y e s .

COMMISSIONER FORT:  Jus t  to  have a

1 2  d j - s c u s s i o n  w j - t h  h e r ,  y o u  t a l k e d  a b o u t

l - 3  c o m r n e r c i a l l y - a c c e p t a b l e  a r r a n g e m e n t s  w h i c h  i s

1 - 4  t h e  s u b j e c t  o f  Q u e s t i o n  3 .  f  a s s u m e  y o u  a r e

1 - 5  a d d i n g  o n t o  t h a t  d i s c u s s i o n .

L 6

L 7

18  c lea r  reco rd  on  those  th inqs .

19 Y o u  t a l k e d  t o  t h e  C h a i r  a  b i t  a b o u t

20  the  g reen  i n f ras t ruc tu re  p rog ram.  You  say  on

2 t  Page  5  o f  you r  t es t imony  a t  L ines  22  th rough

22  L4 ,  t ha t  du r i ng  t he  i n i t i a l  r o l l ou t  o f  t he  G f
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1  p rog ram,  i t  becomes  c lea r  t ha t  add i t i ona l

2  fund ing  ove r  and  above  tha t  wh ich  D .C .  Wate r

3  i t se l f  i s  ob l i ged  to  p rov ide  under  the  MOA

4  wou ld  a l l ow  D .C .  Wa te r  and  t he  D i s t r i c t  t o

5  max j -m i ze  t he  G I  p rog ram 's  po ten t i a l .

T h a t ' s  t h e  M O A  t h a t  y o u  s p e a k  a b o u t

7  e a r l i e r ,  t h e  o n e  t h a t  w a s  c o m p l e t e d  i n  M a y ?

T H E  W I T N E S S :  C o r r e c t .

COMMISSIONER FORT:  The one tha t

1 0  M O A  w a s  n o t  c o m p l e t e d  i n  a n y  r e s p e c t  i n

1 1  c o n n e c t i o n  w i t h  t h i s  c a s e ;  i s  t h a t  c o r r e c t ?

t2

13

T H E  W I T N E S S :  T h a t ' s  c o r r e c t .

C O M M I S S I O N E R  F O R T :  I t  s a v s  t h a t

L 4  D . C .  W a t e r  i s  o b l i g a t e d  t o  p r o v i d e  s o m e  f u n d i n g

15 under  tha t  MOA.  That  i s  fund ing  fo r  the  GI

L 6  p r o g r a m ?

1,7 T H E  W I T N E S S :  S p e c i f i c a l l y ,  t o  s e t

1 8  u p  a n d  e s t a b l i s h  a  w o r k  f o r c e  d e v e l o p m e n t a l

t 9  p r o g r a m  f o r  g r e e n  i n f r a s t r u c t u r e  i n c l u d i n g  a

2 0  c e r t i f i c a t i o n ,  s o  t h a t  o u r  g o a l  i s  t o  h a v e  a

2 1  D i s t r i c t  r e s i d e n t  t r a i n e d  a n d  c e r t i f i e d  t o  d o

2 2  s r e e n  i n f r a s t r u c t u r e .
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A ,  t h e y  w i I I  b e  r e a d y  a n d  p r e p a r e d

2  to  do  the  work  tha t  we  seek  to  do ,  as  we l l  as

3  t he  D i s t r i c t  seeks  t o  do ,  bu t  can  a l so  t ake

4 that  as a credent i -a l  and enable them to have a

5  be t t e r  wo rk  l i f e ,  po ten t i a l l y  t o  t ake  w i t h

6 themr so the funding that  we have obl igated in

7 an MOU is  to  set  up the t ra in ing and the

8  ce r t i f i ca t i on  p rog ram,  comp le te l y  sepa ra te  f rom

9 the  MOU,  we 've  commi t ted  to  the  EPA and  the

10 Depar tment  of  Just ice to  spend up to  a hundred

11  m i l l i on  do l l a r s  on  g reen  i n f r as t ruc tu re  i n  t he

12  c i t y ,  t o  come  back  f r om buy ing  sewers .  Tha t ' s

13  wha t  we  a re  se t t i ng  up  the  g reen  i n f ras t ruc tu re

14  p rog ram to  p rov ide  the  emp loyees  fo r ,  i s  t o  do

l -5  tha t  g reen  i n f ras t ruc tu re  work .

16 T h a t  i s  a  c o n s e n t  d e c r e e

1 , 7  m o d i f i c a t i o n  p a c k a g e ,  i t r s  w i t h  t h e  D e p a r t m e n t

1 8  o f  J u s t i c e  a n d  t h e  U . S .  E P A .

L9 C O M M I S S I O N E R  F O R T :  S o  g e t t i n g  b a c k

20  t o  my  ques t i on ,  how  much  i s  D .C .  Wa te r  a l r eady

2 I  commi t ted  to  fund inq?

22 T H E  W I T N E S S :  I  s h o u l - d  k n o w  t h a t  o f f
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1  t h e  t o p  o f  m y  h e a d .  M y  r e c o l l e c t i o n  i s ,  i t ' s

2  b e t w e e n  2  a n d  $ 3  m i l l - i o n  i s  w h a t  w e  c o m m i t t e d .

3  T h a t  m a y  b e  w r o n g .  I  c a n  g e t  a  s p e c i f i c

4  a n s w e r .

C O M M I S S I O N E R  F O R T :  I  i u s t  w a n t e d  t o

6  know whether  need you to  conf i rm tha t  what

7  w e  a r e  t a l k i n q  a b o u t  w i t h i n  t h e  c o n t e x t  o f  t h i s

8  s e t t l e m e n t  a g r e e m e n t  i s  m o n e y  o v e r  a n d  a b o v e

9  t h a t  m o n e y .

10 T H E  W I T N E S S :  A b s o l u t e l v .  I  m a d e

1 1  t h a t  c o m m i t m e n t  h e r e  a n d  m a d e  i t  v e r y  d i r e c t l y

L 2  t o  t h e  c i t v  a d m i n i s t r a t o r  t h a t  w h a t  w e  h a d

1 3  c o m m i t t e d ,  a n d  a g a i n ,  I  d o n ' t  r e m e m b e r  t h e

L 4  e x a c t  n u m b e r ,  b u t  w h a t  w e  h a d  c o m m i t t e d  t o  i n

L5 the  MOUr  w€ w i l l  under take  and what  funds  tha t

1 6  w e  s e e k  t o  h a v e  i n  a  s e p a r a t e  M O U  w i l l  b e  i n

L 7  a d d i t i o n  t o  t h a t  u n d e r  t h i s  a r r a n q e m e n t .

18 C O M M I S S I O N E R  F O R T :  O n  P a s e  4  o f

1 9  y o u r  t e s t i m o n y ,  L i n e s  B  t h r o u g h  1 0 ,  y o u ' r e

2 0  t a l k i n g  a b o u t  t h e  $ 5 . 2  m i l l i o n  w o r k  f o r c e

2 L  d e v e l o p m e n t  f u n d i n g  a n d  t h e  g r e e n

2 2  i n f r a s t r u c t u r e  p r o g r a m .  Y o u  s a y  t h a t :
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1  "Suppor t  f o r  t he  G I  p rog ram i s  a  c lea r  bene f i t

2  f o r  D .C .  Wa te r ,  i t s  r a tepaye rs  and  d i s t r i c t

3  r es i den t s .  Tha t  d i d  no t  ex i s t  unde r  t he  i o i n t

4  app l i can t s  p r i o r  p roposa l .  "

When  you  use  ra tepaye rs  i n  t ha t

6  s e n t e n c e r  l o u  a r e  t a l k i n g  a b o u t  D . C .  W a t e r ' s

7  r a t e p a y e r s .

T H E  W I T N E S S :  C o r r e c t .

C O M M I S S I O N E R  F O R T :  A s  o p p o s e d  t o

10  Pepco  ra tepaye rs .

1 1 T H E  W I T N E S S :  Y e s ,  a l t h o u g h  t h e y ' r e ,

t 2  a t  l e a s t  i n  t h e  D i s t r i c t r  o r r €  a n d  t h e  s a m e .

9

13

14  t he  same .

15

C O M M I S S I O N E R  F O R T :  M o s t  o f  t h e m  a r e

A n d  w h e n  y o u  t a l k  a b o u t  b e n e f i t s ,

16  a re  t he re  bene f i t s  f o r  Pepco r  s  r a tepaye rs  as

I7  we I I  as  bene f i t s  f o r  you r  D .C .  Wa te r  r a tepaye rs

18 that  comes f rom the GI  program?

19 T H E  W I T N E S S :  T h e  G I  p r o g r a m  w i l l -  b e

20  es tab l - i sh i ng  g reen  i n f r as t ruc tu re  f o r  t he  c i t y

2 I  wh ich  improves  the  hea l th  and  the  env i ronmen t

22  o f  t he  c i t y  as  a  who le r  so  t ha t  i s  a  bene f i t  t o
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L  a I I  t he  res iden ts  j - n  the  c i t y .  Eve ry  pe rson

2  tha t  we  a re  ab le  to  i den t i f y ,  t r a in  and  pu t

3  i n t o  a  pos i t i on  w i t h  t he  l i f e  and  j ob

4  th rough  do ing  g reen  i n f ras t ruc tu re  i s

5  f requen t l y  someone  who  i s  t ak ing  se rv i ces  f rom

6 the  c i t y  now,  because  they  need  them and

7 instead,  becoming a v iab le taxpaying member of

B  the  commun i t y ,  so  I  cons ide r  t ha t  t o  be  a

9  bene f i t  t o  a l - I  r a tepaye rs  i n  t he  c i t y  becoming

10  pa r t  o f  t he  work ing  economy,  so  we  th ink  th i s

11  who le  g reen  i n f ras t ruc tu re  p rog ram,  j ob

L2  deve lopmen t ,  p rov id ing  good  jobs  fo r  d i s t r i c t

13  res iden ts  w i l l -  p rov ide  d i rec t  bene f i t  t o

L4  ra tepaye rs  o f  Pepco  and  the  c i t y  i n  Wash ing ton ,

15  D .C .  as  we l l  as  t he  hea l t h  and  env i r onmen t  o f

L6  t he  c i t v  as  a  who le .

L7 C O M M I S S I O N E R  F O R T :  T h o s e  a r e  a I I  m v

1B  ques t i ons .  Thank  you .

19 MR .  ME IER :  Your  Hono r ,  i  f  I  rna  y ,  I

2 0  t h i n k  i t  w o u l d  b e  h e l p f u l  f o r  t h e  r e c o r d  i f  I

2 L  w e r e  a l l o w e d  t o  p o s e  a  c o u p l e  c l a r i f y i n g

2 2  q u e s t i o n s ?
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CHAIRMAN KANE:  You mean Vou want  to

2  c ross -examine  Lhe  w i tness?  He  i s  no t  vou r

3  w i t ness .

M R .  M E I E R :  Y e s ,  I  w o u l d  l i k e  t o

5  c ross -exam ine  t he  w i t ness .

CHAIRMAN KANE:  I t  wou ld  be  up  to

7  Ms .  Wh i t e  t o ,  on  red i r ec t r  dsk  c l - a r i f y i ng

B  ques t i ons ,  bu t  i f  you  wan t  t o  take  i t  t o  he r

9  and  to  c ross -examine  the  w i tness ,  go  ahead .

10 M R .  M E I E R :  T h a n k  y o u .

11  CROSS-EXAMINATION BY COUNSEL FOR PEPCO HOLD]NGS

1 2  B Y  M R .  M E T E R :

1 3  O .  T h e r e  w a s  l e t  m e  d o  i t  t h i s  w a y :

t 4  Y o u  h a v e  a  d a t a  r e s D o n s e  t h a t  i t  h a s  b e e n

1 5  r e f e r r e d  t o ,  i t ' s  p r e m a r k e d  9 ,  I  b e l i e v e .  I t

1 6  i s  Q u e s t i o n  N o .  3 .

T7 And  i n  t ha t  r esponse ,  i t  s t a tes :

18  "F rom D .C .  Wa te r r s  pe rspec t i ve ,  i s sues  t ha t

19  wou ld  fac to r  i n to  whe the r  i t  cou ld  reach  a

20  commerc ia l l y - reasonab le  a r rangemen t  fo r  any

2 I  t h i r d  pa r t y ,  i nc l ud ing  Exe l -on ,  t o  i ns ta l l  so l a r

22  f ac i l i t i e s  on  s i t e  i nc l ude  t he  u l t ima te  cos t  o f
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L  t h e  p r o j  e c t '  s  p o w e r .  "

2

3  H a w k i n s ?

D o  y o u  s e e  t h a t  l a n g u a g e ,  M E .

4  A .  I  do .

5  Q .  I  apo log i ze .  My  name  i s  Pe te r

6  Me ie r .  I  am w i th  Pepco  Ho ld ings  and  I

7  rep resen t  t he  j o in t  app l i can ts  and  I  shou ld

B  have  i den t i f i ed  myse l f  f i r s t .

9  A .  G ree t i ngs .

10  O .  G ree t i ngs .  I s  t ha t  cos t  o f  p ro j ec t

11  power  w i l l  t ha t  be  se t  f o r th  i n  a  power

12  pu rchase  ag reemen t?

13  A .  My  p resumpt ion  i s  t ha t  i t  w i l l  be ,

L4  and  as  I  s ta ted ,  my  unders tand ing  i s  t ha t  we

15  wou ld  be  pay ing  the  cos t  o f  t he  power  bu t  no t

L6  d i s t r i bu t i on  and  yes ,  I  t h ink  the re  wou ld  be  an

L"7 agreement  that  we would have for  the cost  o f

18  t he  power .

L9  O .  I s  t ha t  a  s im i l a r  s t r uc tu re  t o  t he

20  one  you  p rev ious l y  pu t  ou t  t o  b id?

2L  A .  I t ' s  a  s im i l a r  s t r uc tu re .  The

22  p rov i s ion  i n  t he  p rev ious  to  b id  was  cove r ing
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1

2

3

4

5

6

7

U

Y

r_0

11

L2

1_3

L4

15

l_6

L1

18

19

Z V

2L

22

the  cos t  o f  t he  cons t ruc t i on  and  des ign  as  the

p ro jec t  pu rchase  ag reemen t  does ,  and  I  t h ink

tha t  w i l l  be  d i f f e ren t  i n  t h i s  case  bu t  t hose

de ta i l s  a re  t o  be  a r ranqed .

a. The  fou r th  i t em vou  l i s t  t he re  i s

i n te r connec t i on  t im inq  i s sues .

A re  the re  t im inq  i - ssues  i nvo l ved?

For  examp le ,  you  men t  j - oned  the  22  mon ths .  I s

tha t  on l y  f o r  i n te rconnec t i on  o r  a re  the re

o the r  t im ing  i ssues  re la ted  to  the  cons t . ruc t i on

o f  a  p ro j ec t?

A .  O the r  i s sues  re l a ted  t o  t im inq .

The re  i s  a lways  i s sues  t ha t  D .C .

Water  for  when work is  done and not  done that

f  'm  con f i den t  t ha t  we  w i l - l -  be  ab le  to

under take ,  a  t remendous  amoun t  o f  wo rk .  I rm

no t  exac t l y  su re  wh ich  t im ing  i ssues  you  a re

re fe r r i ng  t o .

o. A r e  y o u  f a m i l i a r  w i t h  t h e  c o n c e p t

o f ,  f o r  examp le ,  o f  cons t ruc t i on  comp le t i on

da te  and  gua ran teed  comp le t i on  da tes?

A .  Abso lu te l v .
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1  Q .  W h a t  d o  t h o s e  i n v o l v e ?

2  A .  W e  s e t  c o m p l e t i o n  d a t e s ,  o f t e n  t h e r e

3  a r e  s t i p u l a t e d  p e n a l t i e s  i f  t h o s e  d a t e s  a r e  n o t

4  r e a c h e d  f o r  a  s u i t a b l e  r e a s o n ,  a n d  w e  e s t a b l i s h

5  t h o s e  a h e a d  o f  t i m e  s o  e v e r y  p a r t y  i s  c l e a r  a s

6  t o  w h a t  t h o s e  d a t e s  a r e ,  a n d  w e  h a v e  t h e m

7  r e g u l a r l y  w i t h  m o s t  o f  o u r  b i g  c o n s t r u c t i o n

B  p r o j  e c t s  .

9  Q .  A n d  y o u  m e n t i o n e d  o n e  o f  t h e

1 0  a d v a n t a g e s  o r  b e n e f i t s  i n  t h e  a g r e e m e n t  w a s

1 1  e n h a n c e d  i n t e r c o n n e c t i o n  p r o c e s s e s ?

1 2  A .  Y e s .

1 3  O .  D o  y o u  u n d e r s t a n d  t h a t  t h e

1 4  i n t e r c o n n e c t j - o n  p r o c e s s e s  t h a t  P e p c o  m u s t

1 5  c o m p l y  w i t h ,  a r e  t h o s e  a p p r o v e d  b y  t h e  P u b l i c

1 6  S e r v i c e  C o m m i s s i o n  o f  t h e  D i s t r i c t  o f  C o l - u m b i a ?

L 7  A .  Y e s .

t b

I 9

M R .  M E I E R :  T h a n k  y o u  v e r y  m u c h .

T h a n k  y o u ,  M s .  W h i t e  f o r  y o u r

2 0  i n d u l q e n c e  a s  w e I I .

2t

22

CHAIRMAN KANE:  Ms.  Whi te?

M S .  W H I T E :  T h a n k  y o u ,  M a d a m  C h a i r ,
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1  and  I  wou ld  o f fe r ,  L f  t he  Commiss ione rs  wou ld

2  l i ke ,  t o  make  the  memorandum o f  unders tand ing

3  w i th  the  c i t y  admin i s t ra to r  on  G I  i ssues  tha t

4  you  d i scussed  w i th  Mr .  Hawk ins .  f  wou ld  be

5  happy  to  p rov ide  tha t  f o r  t he  reco rd .

CHAIRMAN KANE:  The ex is t inq

7 memorandum?

M S .  W H I T E :  Y e s ,  t h e  e x i s t i n g .

C O M M I S S I O N E R  K A N E :  F o r  t h e  D . C .

10  t ra in ing  p rog ram?

1 1

1,2

M S  .  W H I T E :  Y e s .

CHAIRMAN KANE z I f  vou wish to

CHAIRMAN KANE:  I t  i s  so  moved.

( E x h i b i t  D . C .  W a t e r  B  w a s  a d m i t t e d

1 3  p r o v i d e  t h a t ,  t h a t r s  f i n e .  T h a n k  y o u .

1 4  I s  t h a t  a I I ?

15 M S .  W H I T E :  T h a t r s  a I I .  I  h a v e  n o

1 6  r e d i r e c t  a n d  a t  t h i s  t i m e ,  I  w o u l d  l i k e  t o  m o v e

L 7  t h e  a d m i s s i o n  o f  E x h i b i t  D . C .  W a t e r  B .

1B

I Y

20  i n to  ev i dence .  )

2t CHAIRMAN KANE:  I  w i l l  move the

2 2  a d m i s s i o n  o f  P S C  p r e l i m i n a r i l v  N o .  3  a n d  i t
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1  w i I I  n o w  b e  P S C  B .  P S C  B .  W e  w i l l  m o v e  t h a t

2  i n t o  t h e  r e c o r d .

4

5  ev idence .  )

6

Thank  you ,  Mr .  Hawk ins .

(PSC Exh ib i t  B  was  admi t ted  i n to

T H E  W I T N E S S :  I  a p p r e c i a t e  y o u r

7  t ime .  Thank  you  ve ry  much .

CHAIRMAN KANE:  Thank you fo r  your

9  wo rk .

10  Tha t  conc ludes  the  se t t l i ng  pa r t i es

11  w i t nesses .

L2 We w i I I  now  tu rn  t o  G r i d  2 .0 .  You

13  may  ca l l  you r  f i r s t  w i t ness .

1 A
-L .t M R .  R O R I E S :  G o o d  m o r n i n g ,  Y o u r

15  Hono rs .  I  am  Cha r l es  Ro r i es ,  and  I  r ep resen t

16  the  Gr id  2  work ing  g roup .  I  wou ld  l i ke  t . o  ca l l

l ' l  ou r  f i r s t  w i t ness ,  Mr .  Sco t t  Hemp l i ng .

18  SCOTT HEMPLING,

L9  be ing  f i r s t  du l y  swo rn ,  t o  t e I I  t he  t r u th ,  t he

20  who le  t ru th  and  no th ing  bu t  t he  t ru th ,

2L  t es t i f i ed  as  f o l l ows :

22  D IRECT EXAMINATION BY COUNSEL FOR GRID 2 .0
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B Y  M R .  R O R ] E S :

2  Q .  G o o d  m o r n i n g ,  M r .  H e m p l i n g .  F o r  t h e

3  r e c o r d ,  w o u l d  y o u  p l e a s e  s t a t e  y o u r  n a m e  a n d

4  b u s i n e s s  a d d r e s s .

5  A .  S c o t t  H e m p l i n g ,  4 L 7  S t .  L a w r e n c e

6  D r i v e ,  S i l v e r  S p r i n g ,  M a r y l a n d  2 0 9 0 I .

1  Q .  D o  y o u  h a v e  b e f o r e  y o u  y o u r

8  s u p p l - e m e n t a l  t e s t i m o n y  t h a t  h a s  b e e n  p r e m a r k e d

9  G r i d  2 ,  2 A  c o n s i s t i n g  o f  1 5  p a g e s ?

1 0  A .  Y e s .

1 1  O .  T o  d a t e ,  d o  y o u  h a v e  a n y  c h a n g e s  t o

1 2  t h a t  t e s t i m o n v ?

1 3  A .  I  u n d e r s t a n d  t h a t  t h e  t w o

1 4  c o r r e c t i o n s  I  h a v e  w e r e  o f f e r e d  a l - r e a d v .

1 5  O .  W a s  t h a t  t e s t i m o n y  p r e p a r e d  b y  y o u

1 6  o r  u n d e r  y o u r  s u p e r v i s i o n ?

L 7  A .  Y e s .

1 8  O .  I f  f  a s k e d  y o u  t h e  s a m e  q u e s t i o n s

1 9  t o d a y ,  w o u l - d  y o u r  a n s w e r s  b e  t h e  s a m e ?

2 0  A .  Y e s .

2 I  O .  A n d  i s  t h i s  t e s t i m o n y  t r u e  t o  t h e

2 2  b e s t  o f  y o u r  i n f o r m a t i o n ,  b e l i e f  a n d  k n o w l e d g e ?
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L  A .  Yes .

M R .  R O R I E S :  Y o u r  H o n o r s ,  M r .

3  H e m p l i n g  i s  a v a i l a b l e  f o r  c r o s s - e x a m i n a t i o n .

CHAIRMAN KANE:  Thank vou.

M R .  M E I E R :  T h a n k  y o u  v e r y  m u c h ,

6  Your  Honor .

7 CROSS-EXAMINATION BY COUNSEL FOR PEPCO HOLDINGS

B Y  M R .  M E I E R :

9  Q .  G o o d  m o r n i n g ,  M r .  H e m p l i n g .  M y  n a m e

1 0  i s  P e t e r  M e i e r .  I ' m  w i t h  P e p c o  H o l d i n g s ,  a n d

1 1  I ' m  r e p r e s e n t i n g  t h e  j o i n t  a p p l i c a n t s  t o d a y .

I 2 H o w  a r e  y o u  d o i n g  t h i s  m o r n i n g ?

1 3  A .  F i n e ,  C o u n s e l o r ,  h o w  a r e  y o u ?

1 4  O .  G o o d ,  t h a n k  y o u .

15 J u s t  t o  g e t  u s  o r g a n i z e d ,  I ' m  g o i n g

L 6  t o  b e  t a l k i n g  a b o u t  t h r e e  d o c u m e n t s  o r  e x p e c t

I 7  t o  b e  t a l k i n g  o n l y  a b o u t  t h r e e  d o c u m e n t s  i n

1 - B  t h i s  q u e s t i o n i n g .

I 9 The  f i r s t  i s  you r  t es t imony ,  wh ich

20  has  j us t  been  i den t i f i ed  f r om Mr .  Ro r i es  and

2L  you .

22  The  nex t  i s  t he  se t t l emen t  aq reemen t
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1  i t se l f ,  and  you  shou ld  have  up  a t  t he  tab le

2  t he re  a  book  ca I I ed  c ross -exam ina t i on  exh ib i t s

3  o f  j o i n t  app l i can t s ,  and  i f  you  w i l l  open  i t ,

4  you  w i l l  see  someth ing  tha t  has  been  a  g r i d

5  tha t  says  i t ' s  re fe rences  JANSA 1  wh ich  i s

6  the  nonunan imous  se t t l emen t ,  and  i f  you  l ook

7  beh ind  Tab  L ,  you  w i l l  f i nd  the  se t t l emen t

8  a g r e e m e n t .

9  D o  y o u  s e e  t h a t ?

1 0  A .  Y e s .

1 1 -  O .  G r e a t .  T h e  t h i r d  d o c u m e n t  I  w a n t  t o

t 2  i d e n t i f y  a r e  t h e  r e s p o n s e s  o f  G r i d  2 . O  t o  P e p c o

1 3  t o  t h e  J o i n t  A p p l i c a n t s '  d a t a  r e g u e s t  N o .  2

1 , 4  f i l e d  N o v e m b e r  2 f ,  2 0 1 5  t h a t  h a s  b e e n

1 5  p r e l i m i n a r i l y  m a r k e d  a s  J A N S A  2  s o  t h a t  w o u 1 d

1 , 6  b e  i n  y o u r  s e c o n d  t a b  a n d  w h i c h  I  w o u l d  l i k e  t o

I 1  m a r k  a t  t h i s  t i m e  a s  J A N S A  4 .

1B

19

CHAIRMAN KANE:  So marked.

( D e p o s i t i o n  J A N S A  4  w a s  m a r k e d  f o r

2 0  i d e n t i f i c a t i o n .  )

2 1  B Y  M R .  M E I E R :

2 2  0 .  M r .  H e m p l i n g ,  c o u l d  y o u  t u r n  t o  T a b
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I 2 ?

2 W e  t a l k e d  a b o u t  t h i s  b r i e f l y

3  yes te rday  and  I  spoke  to  you r  counse l .  These

4  a re  a1 l  you r  da ta  responses ,  Nos .  t 6  t h rough

5  55 r  so  i f  you  tu rn  to  the  wha t  i s  marked  on

6  the  top  co rne r  Page  4  o f  22 ,  you  see  abou t

7  ha l fway  down  the  page ,  someth ing  tha t  i s  t he

B  head ing  tha t  says :  "Ques t i ons  L6  th rough  55

9  f o r  w i t ness  Sco t t  Hemp l i ng . "

10  A .  I  have  my  own  copy .

1 -1  O .  Okay .  Ve ry  good .  And  so  tha t

L2  cons i s t s  o f  we I I ,  Ques t i ons  16  t h rough  55

13  fo r  wh ich  you  a re  i den t i f i ed  as  the  sponso r ;  i s

14  tha t  co r rec t?

15  A .  Yes .

16  O .  And  i f  you  were  asked  these

L'7 quest ions today,  your  answers would be the

18  same ;  i s  t ha t  co r rec t ,  s i r ?

19  A .  Yes .

20  O .  They  were  p repa red  by  you  o r  under

2L  you r  superv i s ion?

22  A .  By  me .
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1-  Q .  Ve ry  good .  Thank  you .

M r .  H e m p l i n g ,  c o u l d  t h e  C o m m i s s i o n

3  o r  t he  D is t r i c t  Counc i l  o rde r  Pepco  to  fund  the

4  $5 .2  m i l l - i on  work  fo rce  deve lopmen t  f und

5  re fe renced  i n  Pa rag raph  24  o f  t he  se t t l emen t

6 agreement?

7  A .  No ,  no t  w i thou t  assu r ing

B  compensa t i on .  I 'm  speak ing  now  fo r  t he

9  D i s t r i c t .  f  don ' t  t h i nk  t he  Commiss ion  on  i t s

10  own  has  the  au tho r i t y .  The  Counc i l  cou ld  o f

11  cou rse  do  i t  i f  t hey  assu red  compensa t ion .

12  O the rw ise ,  you  wou ld  be  g i v ing  o rde rs  w i thou t

1 -3  compensa t ing  and  I  wou ldn ' t  adv i se  tha t  e i t he r

14  po l i t i ca l l y  o r  cons t i t u t i ona l l y .

15  0 .  Thank  you ,  Mr .  Hemp l ing .

1,6 O n  P a g e s  4 2  P a g e  4 2 ,  L i n e s  1  t o  2

1 ,7  o f  you r  supp lemen ta l  t es t imony .

18  A .  One  momen t ,  p l ease .

L9  O .  Ce r ta i n l y .

20  A .  Okay .

21  0 .  You  s ta te  t ha t :  " I f  t he  D i s t r i c t  i s

22  conce rned  w i th  p rese rv ing  and  boos t i ng
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1

2

5

4

5

6

I

U

Y

t_0

1_1

1,2

13

I4

15

L6

17

1B

L9

20

2L

22

emp loymen t ,  t he  respons ib i l i t y  i s  w i t h  t he  D .C .

Counc i l  and  the  mayor  no t  w i th  the  u t i l i t y  o r

i t s  r egu la to r s . I '

Do  you  reca l l -  t ha t?

A .  Yes ,

A .  Do  you  be l i eve  tha t  i s  a  reason  to

igno re  the  bene f i t s  f o r  emp loymen t  t ha t  a re

generated by the commitment  made in  Paragraph

24?

Yes ,  because  you ' r e  imp rope r l y

m ix ing  po l i t i ca l  dec i s ion  mak ing  tha t  be longs

w i th  the  Counc i l  w i th  merge r  dec i s ion  mak ing

tha t  be longs  w i th  the  Commiss ion .

O. Are you aware whether

A .  E x c u s e  m e ,  I  w a s n f t  f i n i s h e d .  M y

a p o l o g y ,  a n d  y o u  a r e  c o n f u s i n g  w h a t  t h e  i s s u e

i s  i n  t h i s  c a s e ,  w h i c h  i s  w h a t  a r e  t h e

c o n s o l i d a t i o n  b e n e f i t s  t o  p u b l i c  i n t e r e s t .

o.

T h a t ' s  t h e  e n d  o f  m y  a n s w e r ,  s i r .

O k a y .  T h a n k  y o u .  A r e  y o u  a w a r e

w h e t h e r  a n y  o f  t h e  s e v e n  f a c t o r s  i d e n t i f i e d  b y

t h e  C o m m i s s i o n  f o r  e v a l u a t i o n  o f  w h e t h e r  t h e
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l -  merge r  i s  i n  t he  pub l i c  i n te res t  m igh t

2 impl icate employment  in  the Dis t r ic t  o f

3  Co lumb ia?

4  A .  I  am  aware  o f  t ha t ,  y€s ,  s i r .

5  Q .  Do  you  know whe the r  Fac to r  1

6  i nc ludes  cons ide ra t i on  o f  bene f i t s  t ha t  a f fec t

7  the  economy o f  t he  D is t r i c t?

8  A .  I  am aware .  f  don ' t  r emember  wh ich

9  o f  t he  fac to rs  a re ,  bu t  I  have  no  d i spu te  tha t

10  emp loymen t  i s  a  fac to r  bu t  I  be l i eve  where  i t

11  be longs  i s  a  f ac to r  i s  cons ide r i ng ,  f o r

L2  examp le ,  whe the r  conso l i da t i on  o f  t he  compan ies

13  m igh t  l ead  to  h ighe r  cos t  t o  t he  compan ies  such

14  tha t  j obs  m igh t  be  improper l y  cu t  so  as  to  ha rm

15  bo th  emp loymen t  and  the  D is t r i c t  i t se l f .

1 ,6 I  d o n f t  v i e w  t h e  f a c t o r s  a s

I 7  a f f o r d i n g  a n  o p p o r t u n i t y  f o r  t h e  C o m m i s s i o n  t o

1 8  a c t  a s  a  f u l l  e m p l o y m e n t  a g e n c y  a n d  a d d  j o b s  o r

L 9  p r e s e r v e  j o b s  t h a t  a r e  u n r e l - a t e d  t o  t h e

2 0  e f f i c i e n t  o p e r a t i o n  o f  t h e  c o m p a n y .  T h e r e  i s  a

2 L  p I a c e  f o r  e m p l o y m e n t  c o n s i d e r a t i o n s  i n  t h e

2 2  c o n t e x t  o f  t h e  c o n s o l - i d a t i o n ,  y e s .
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1
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O. A n d  a s  a  g e n e r a l  m a t t e r ,

c o n s o l i d a t i o n  w o u l d  r e s u l t  i n  a  r e d u c t i o n  o f

e m p l o y m e n t .  W o u l d  y o u  a g r e e  w i t h  t h a t ?

A . N o t  n e c e s s a r i l v .  C o n s o l i d a t i o n  c a n

c r e a t e  o p p o r t u n i t i e s  f o r  n e w  e f f i c i e n c i e s  t h a t

c o u l d  j - n c r e a s e  e m p l o y m e n t  i n  p a r t i c u l a r  a r e a s .

I t  a l - I  d e p e n d s  o n  t h e  n a t u r e  o f  t h e

c o n s o l ' i d a t i o n ,  i t s  p u r p o s e s ,  t h e  t y p e  o f

e f f i c i e n c i e s  t h a t  c a n  b e  q a i n e d .  O n e  c a n  h a v e

a  c o n s o l i d a t i o n  t h a t  c r e a t e s  n e w  i n s i q h t s  a s  t o

o p e r a t e  a  c o m p a n y  s o  d s ,  f o r  e x a m p l e ,  t o  a f f o r d

m o r e  j o b s  i n  t h e  a r e a s  o f  c y b e r  s e c u r i t y ,  b u t

f e w e r  j o b s  i n  t h e  a r e a  w h e r e  e f f i c i e n c i e s  a n d

s y n e r g i e s  m i g h t  b e  o b t a i n e d .  T h o s e  a r e  t h e

t y p e s  o f  e m p l o y m e n t  c o n s i d e r a t i o n s  t h a t  b e l o n g

i n  a  c a s e  l i k e  t h i s .

o. Wi thou t  a  fu r the r  p roceed ing ,  cou ld

the  Commiss ion  order  Pepco to  commi t  to  h igher

r e l i a b i l i t y  s t a n d a r d s  f o r  t h e  p e n a l t i e s  a n d

b u d g e t  I i m i t a t i o n s  i n c l u d e d  i n  t h e  s e t t l e m e n t

a g r e e m e n t ?

A . I r m  n o t  s u r e  I  u n d e r s t a n d  v o u r
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gues t i on .  I f  wha t  you  a re  say ing  i s ,  cou l -d  the

Commiss ion wake up one day and suddenly  impose

new re l i ab i l i t y  s tandards  w i th  consequences

w i thou t  dec la r i ng  a  fo rma l  p roceed ing ,  I  wou ld

expec t  t he  answer  wou ld  be  no .  f s  t ha t  you r

ques t i on?

O. Y e s ,  a n d  t h a n k  y o u .  D o  y o u

a c k n o w l e d g e  t h a t  a  u t i l i t y  c a n  b e  p r o v i d i n g

s a t i s f a c t o r y  s e r v i c e  i n c l u d i n g  m e e t i n g  t h e

a p p l i c a b l e  p r u d e n t  s t a n d a r d  a n d  y e t  a n

a c q u i r i n g  p a r t y  c o u l d  i m p r o v e  t h a t  s e r v i c e ?

A . Y e s ,  i t ' s  p o s s i b l e  f o r  a n  a c q u i r i n g

p a r t y  t o  c o m e  t o  a  u t i l - i t y  t h a t  i s  u s i n g  q u i l l

p e n s  a n d  R o m a n  n u m e r a l - s  a n d  s a y  w h y  d o n ' t  w e

u s e  c o m p u t e r s  a n d  m o d e r n  t e c h n o l o g y ,  b u t  n o t  t o

b e  c u t e  a b o u t  i t ,  b u t  y e s ,  t h e r e ' s  a

p o s s i b i l i t y  t h a t  a n  a c q u i r i n g  c o m p a n y  c o u l d  b e

bet te r  a t  some th ings  than the  incumbent

c o m p a n y  a n d  t h e r e b y  a s  a  r e s u l t  o f  i t s

p r e s e n c e ,  i m p r o v e  t h i n g s r  f € s ,  s i r .

O .  A n d  I  a p p r e c i a t e  y o u r  a n s w e r  a n d

t h a t ' s  c o n s i s t e n t  w i t h  y o u r  t e s t i m o n y ,  b u t  I
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l -  a s k e d  a  s l i g h t l y  d i f f e r e n t  q u e s t i o n ,  a n d  I  w i l l

2  t r y  t o  h i g h l i q h t  t h e  d i f f e r e n c e ,  w h i c h  i s  I

3  t h i n k  w e  c a n  a g r e e  t h a t  u s j - n g  q u i l l  p e n s  a n d

4  R o m a n  n u m e r a l - s  t o d a y  o r  f a i l i n g  t o  u s e

5  c o m p u t e r s  t o d a y ,  w o u l d  n o t  b e  p r u d e n t .  T h a t

6  w o u l d  n o t  b e  a  p r u d e n t  u t i l - i t y  p r a c t i c e i  i s n ' t

7  t h a t  c o r r e c t ?

B  A .  C o r r e c t .

9  Q .  M y  q u e s t i o n  w a s ,  a  u t i l i t y  t h a t  i s

1 0  o t h e r w i s e  b e e n  f o u n d  t o  b e  o p e r a t i n g  i n  a

1 1  p r u d e n t  f a s h i o n  a n d  i s  p r o v i d i n g  s a t i s f a c t o r y

1 , 2  s e r v i c e  b y  a n y  o b j e c t i v e  m e a s u r e  t h a t  i s  u s e d ,

1 3  t h a t  n e v e r t h e l e s s ,  t h a t  u t i l i t y  s e r v i c e  c o u l d

1 , 4  b e  i m p r o v e d  i n  a n  a c q u i s i t i o n ?

1 5  A .  I ' m  n o t  m e a n i n g  t o  b e  d i f f i c u l t .

L 6  H e r e  i s  t h e  p r o b l e m  I  h a v e  w i t h  y o u r  q u e s t i o n .

I 7 Y o u  a n d  I  m a y  b e  d e f i n i n g  p r u d e n c e

l - B  d i f  f e r e n t l y .  I  w o u l d  d e f i n e  p r u d e n c e  a s

1 9  a c h i e v i n g  t h e  q u a l i t y  o f  s e r v i c e  t h a t  i s

2 0  a c h i e v a b l e  b y  c o m p e t e n t  c o m p a n i e s .  I f  t h e r e  i s

2 t  a  d i f f e r e n t i a l  i n  p e r f o r m a n c e  b e t w e e n ,  f o r

2 2  e x a m p l e ,  P e p c o  a n d  E x e l o n ,  b u t  t h a t ' s  a
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1  d i f f e r e n t i a l  t h a t  i s  a c h i e v a b l e  b v  s o l i d

2  m a n a g e r i a l  e f f o r t s  a n d  g o o d  e m p l o y e e  p r a c t i - c e s ,

3  then I  wou ld  a rgue tha t  the  incumbent  company

4  i s  n o t  b e h a v i n g  p r u d e n t l y .

F o r  m e ,  p r u d e n c e  i s  a c h i e v i n g  t h e

6  q u a l i t y  o f  s e r v i c e  t h a t  i s  a c h i e v a b l e  b y

7  c o m p e t e n t  p e o p l e  s o  c e r t a i n l y ,  i t ' s  p o s s i b l e

B  t h a t  a n  a c q u i r e r  c o u l d  j - m p r o v e  t h e  p e r f o r m a n c e

9  o f  a n  a c q u i r e e ,  b u t  i f  t h a t  i m p r o v e m e n t  i s

1 0  s o m e t h i n g  t h a t  t h e  c o m p e t e n t  p e o p l e  c a n

1 1  a c h i e v e ,  t h e n  f  w o u l d  d i s a g r e e  w i t h  t h e

L 2  h y p o t h e t i c a l  t h a t  b e g i n s  w i t h  t h e  a s s u m p t i o n

1 3  t h a t  t h e  i n c u m b e n t  w a s  p r u d e n t ,  s o  I  a g r e e  w i t h

L 4  y o u r  g e n e r a l  p r i n c i p l e  t h a t  c e r t a i n l y  s o m e b o d y

1 5  c a n  s h o w  u p  a n d  d o  t h i n g s  b e t t e r  a n d  t e a c h  t h e

1 6  i n c u m b e n t  h o w  t o  d o  t h i n g s  b e t t e r ,  b u t  I  w o u l d

I '7  no t  accept  your  p remise  tha t  the  incumbent  had

1 8  b e e n  p r u d e n t  i f  t h o s e  i m p r o v e m e n t s  a r e  f e a s i b l e

19 by  the  incumbent  themse lves  the  incumbent

2 0  i t s e l f .

2 L  O .  T o  m e ,  M E .  H e m p l i n g ,  a n d  y o u  w i l l

2 2  c o r r e c t  m e ,  I r m  s u r e ,  t h a t  s u g g e s t s  t h a t  t h e r e
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1  i s  some knowab le  and  I  w i l l  use  the  s l i gh t l y

2  pe jo ra t i ve  t e rm ,  one  s i ze  f i t s  a I I  measu re  o f

3  p rudence .  Exp la in  why  tha t  i s  no t  wha t  you  a re

4  say ing .

5  A .  I t  i s  so  d i f f e ren t  f r om wha t  I 'm

6  say ing  f  need  to  th ink  abou t  how to  exp la in  i t .

7  Q .  May  I  g i ve  you  an  examp le?

8  A .  Le t  me  th ink  abou t  answer ing  you r

9  ques t i - on  f  i r s t .

L0 N o ,  I  d o n ' t  I  d i s a g r e e  w i t h  y o u r

l - 1  t hough t  t ha t  t he  fac t  t ha t  t he re  a re  gaps

L2  be tween  one  company ' s  pe r fo rmance  and  ano the r

13  means  t ha t  t he re  i s  necessa r i l y  a  s i ng le

L4  i den t i f i ab le  knowab le  de f i n i t i on  o f  wha t  t ha t

15  bes t  pe r fo rmance  i s .  The  one  way  f i nds  ou t  who

16  pe r fo rms  the  bes t  i s  by  compar i son ,  i s  by

I7  pos ing  compe t i t i ve  oppo r tun i t i es ,  by  sub jec t i ng

18  an  i ncumben t  t o  the  accoun tab i l i t v  t ha t  i s

Ig  assoc ia ted  w i th  the  r i sk  o f  f o " i r ' r ' g  bus iness

20  when  be ing  sub jec ted  to  compe t i t i on .

21 T h a t  i s  h o w  o n e  f i n d s  o u t  w h a t  t h e

2 2  b e s t  p e r f o r m a n c e s  a r e .  O n e  d o e s n ' t  f i n d  t h e m
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1

Z

3

4

5

6

I

B

9

10

11

t2

13

1,4

15

I O

L7

_ L U

1,9

20

21,

22

ou t  by  guess ing  no r  does  one  f i nd  them ou t  by

se lec t i ng  a  s ing le  company  as  Pepco  d id  by

sea rch ing  fo r  t he  h ighes t  p remium tha t  cou ld  be

pa id  and  say ing ,  we l l ,  t h i s  i s  an  improvemen t

and  the re fo re  the  conso l i da t i on  makes  sense .

So  I  d i sag ree  w i th  you r  p remise .

O .  And  so  one  a rea  o f  compar i son ,  f o r

examp le ,  cou ld  be  the  IEEE s tandards  fo r  SA ID I

and  SA IF I?

Cor rec t .

On  Page  50 ,  L i nes  22  t o  23  o f  you r

t es t imony ,  I rm  go ing  t o  pa raph rase  you r

tes t imony .  I t r s  t o  t he  e f f ec t  t ha t  t he  t ype  o f

d i sc r im ina t i on  tha t  t he  commi tmen ts  i n

Parag raph  6 ,  7  and  8  o f  t he  se t t f emen t

ag reemen t ,  ev idence  a  t ype  o f  d i sc r im ina t i on

tha t  i s  unseemly  and  un law fu l .  And  the  way  I

ge t  t he re  i s  I  t h ink  on  L ines  22  to  23 ,  you

re fe r  t o  d i sc r im ina t i on  i s  unseemly  and

un lawfu l ,  and  then  on  you r  ve ry  nex t  ques t i on

on  Page  51 ,  L i ne  4 ,  you  say  - -  you  a re  asked

prov ide  examp les  o f  t he  d i sc r im ina t i on  and  you
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t

2

3

4

5

6

-

U

Y

10

11

I2

l _ J

I 4

15

L6

L7

1B

1-9

Z U

2L

22

r e f e r  t o  P a r a g r a p h  6 ,  7  a n d  8 .

D i d  f  c o n n e c t  t h o s e  u p  c o r r e c t l y ?

A .  W e l l ,  t h e  t e s t i m o n y  c o n n e c t s  t h e m  a s

t h e y  d o ,  w e  c a n  s t a r t  w i t h  y o u r  d e s c r i p t i o n  a s

a  f o u n d a t i o n ,  s i r ,  y e s .

a.
A .

O k a y .

M y  c o m m e n t s  a b o u t  d i s c r i m i n a t i o n  a r e

n o t  c o n f i n e d  t o  t h o s e  t h r e e  p a r a g r a p h s .

U n d e r s t o o d .  D o  v o u  b e l i e v e  t h a t  t h e

c o m m i t m e n t  o f  $ 3 . 5  m i l l i o n  f o r  t h e  e x p a n s i o n  o f

r e n e w a b l e  g e n e r a t i o n  i n  t h e  D i s t r i c t ,  3 . 5

m i l l i o n  t o  s u p p o r t  t h e  D i - s t r i c t ' s  e n e r g y

e f f i c i e n c y  e f f o r t s  a n d  1 0 . 0 5  m i l - l i o n  t o  s u p p o r t

t h e  D i s t r i c t r s  g r e e n  b u i l d i n g  f u n d  a n d  r e l a t e d

s u s t a i n a b i l i t y  p r o j e c t s ,  d o  n o t  p r o m o t e  t h e

p u b l i c  p o l i c y  o b j e c t i v e s  o f  t h e  D i s t r i c t  o f

Co lumbia  ?

A .  T h e y  p r o m o t e  t h e  p o l i c y  o b j e c t i v e s ,

y € s ,  s i r ,  b u t  t h e r e  a r e  m a n y  o t h e r  o b j e c t i v e s

t h a t  a r e  I e f t  o u t  o f  t h e  s e t t l e m e n t  a n d  t h a t ' s

w h y  t h e  s e t t L e m e n t  i s  d i s c r i m i n a t o r y .

F o r  e x a m p l e ,  I  d o  w o r k  f o r  t h e
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1 NAACP. The NAACP is  verv concerned wi th  the

2  e f  f ec t  on  ch i l d ren ' s  as thma o f  hav inq

3  genera t i ng  p lan ts  i n  l ow- income ne ighborhoods .

4  There  i s  no  pa rag raph  i n  the  se t t l emen t  t o

5  so l ve  tha t  p rob lem,  because  the  NAACP i s  no t  an

6  i n te rvenor .  The re  i s  no th inq  i n  t he  se t t l emen t

7  abou t  h i r i ng  more  t rans la to rs  fo r  t he

8  Span ish -speak ing  o r  t he  V ie tnamese-speak ing  o f

9  the  F i l i p i no -speak ing  members  o f  t h i s

10  commun i t y ,  because  they  were  no t  i n te rvenors .

11 T h a t ' s  t h e  t y p e  o f  d i s c r i m i n a t i o n ,

L 2  C o u n s e l o r ,  I r m  t a l k i n g  a b o u t .  T h e  o m i s s i o n s

1 3  a r e  c a u s e s  t h a t  a r e  s u b j e c t  a n d  c o n s i s t e n L  w i t h

1 , 4  p u b l i c  p o l i c i e s  o f  t h i s  D i s t r i c t  b u t  a r e  n o t

1 5  p u r s u e d  i n  t h e  s e t t l e m e n t  b e c a u s e  t h e i r

L 6  p r o p o n e n t s  w e r e  n o t  i n t e r v e n o r s  i n  t h i s  c a s e .

t ' 7  T h a t ' s  w h a t  I  m e a n  b v  d i s c r i m i n a t i o n .

1 0 I  h a v e  n o  q u a r r e l  w i t h  a  s i n g l e  o n e

t 9  I  won f t  ove rs ta te  i t .  I  have  no  qua r re l

20  w i th  mos t  o f  t he  e lemen ts  o f  t he  se t t l - emen t  as

2 I  be ing  cons i s ten t  w i t h  t he  D i s t r i c t ' s  po l i c i es .

22  The  p rob lem i s  how they  appeared  he re  and  wha t
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1  i s  m i s s i n g ,  a n d  t h e  c o n t e x t  f o r  w h i c h  t h e

2  c o n t e x t  i n  w h i c h  t h e v  w e r e  r e a c h e d .

3  Q .  I t ' s  a  c o n c e r n  t h a t  t h e r e  a r e

4  s p e c i f i c  i n t e r e s t s  a d d r e s s e d  b u t  n o t  o t h e r s ?

5  A .  T h a t  i s  o n e  c o n c e r n .  T h e  o t h e r

6  c o n c e r n  i s  t h a t  e v e n  w i t h  r e s p e c t  t o  t h o s e

7  e l e m e n t s  t h a t  a r e  w h o l l y  c o n s i s t e n t  w i t h  p u b l i c

8  p o l i c y ,  l i k e  s o l a r  e n e r g y ,  l - i k e  r e n e w a b l e  i n

9  g e n e r a l ,  t h e s e  a r e  r e a c h e d  i n  a  s c a t t e r e d  a n d

1 0  e p i s o d i c  m a n n e r ,  t h e y ' r e  n o t  r e a c h e d  a s  p a r t  o f

1 1  a n  i n t e g r a t e d  p r o c e s s  t h a t  t h e  C o m m i s s i o n  i s

1 2  c a p a b l e  o f  r u n n i n g  a n d  c e r t a i n l y  h a s  r u n  i n  t h e

1 3  p a s t .

L4 A n d  o n e  o f  t h e m  i n  p a r t i c u l a r ,  t h e

1 5  o n e  t h a t  w e  d i s c u s s e d  e a r l i e r  t o d a v  a b o u t  B l u e

1 6  P l a i n s ,  y o u  a r e  n o w  s e n d i n g  a  s i g n a l  t h a t

I 7  p e o p l e  w h o  w a n t  t o  c o m p e t e  f o r  t h e  o p p o r t u n i t y

1 8  t o  b u i l d  s o l a r  e n e r g y  i n  B I u e  P l a i n s  a r e  o u t ,

1 9  b e c a u s e  t h e y  w e r e  n o t  p a r t  o f  t h i s  c a s e  a n d

2 0  t h e y  w e r e  n o t  p r o p o s i n g  a  m e r g e r .

21, T h a t  i s  n o t  t h e  k i n d  o f  s i q n a l  I

22  wou ld  wan t  t o  send  i f  I  we re  a  D is t r i c t  say ing
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1  we  a re  open  fo r  bus iness  and  mer i t s  ma t te r .

2  No t  t he  s i ze  o f  t he  pocke tbook  o f  an  acqu i r i ng

3  company ,  bu t  t he  mer i t s  w i th  respec t  t o  t he

4  ab i l i t y  t o  deve lop  so la r  ene rgy .  Tha t r s  wha t

5  conce rns  me .

I  l i s t e n e d  t o  M r .  H a w k i n s ,  I ' v e

7  neve r  me t  h im  be fo re .  He  sounds  l i ke  an

8  exce l l en t  i nd i v i dua l  i n  t he  j ob  t ha t  he ' s  i n ,

9  bu t  he  has  to  p roduce  i n  the  con tex t  t ha t  he  i s

10  work ing  i n .  And  to  use  th i s  merge r  case  as  an

11  oppor tun i t y  t o  g i ve  Exe lon  a  f i r s t -mover

12  advan tage  i n  the  so la r  bus iness  seems  to  be

13  i ncons i s ten t  w i th  the  pub l i c  po l i cy  o f  t he

14  D i s t r i c t  wh i ch  i s  t o  l e t  me r i t s  p reva i l .

15  a .  You  hea rd  Mr .  Hawk ins  t es t i f y  t ha t

16  i n  do ing  t h i - s ,  h i s  ob jec t i ve  i s  t o  c rea te  t he

I7  mos t  va lue  i n  t h i s  p ro j ec t  f o r  h i s  r a tepaye rs ,

18  the  wa te r  use rs  o f  t he  D is t r i c t  o f  Co i -umb ia?

1 -9  A .  Yes ,  s i r .  I  r espec t  t ha t .

20  O .  Okay .  On  Page  51 ,  L i nes  9  t h rough

2L  L0 ,  you  go  on  to  ta l k  abou t  how th i s  money

22  appea l s  t o  spec i f i c  i n t e res t s  t o  c i t i zens  who
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I  v a l u e  t h o s e  i n i t i a t i v e s .  Y o u r  u s e  o f  t h e  w o r d

2  " s p e c i f i c "  h e r e ,  d o e s  t h a t  c o n n o t e  s o m e t h i n g

3  d i f f e r e n t  f r o m  a  s p e c i a l  i n t e r e s t ?

4  A .  I  d i d n ' t  u s e  t h e  w o r d  s p e c i a l

5  i n t e r e s t ,  s i r .  I t  h a s  a  p e j o r a t i v e  e l e m e n t

6  t h a t  I  d i d n ' t  m e a n  t o  a n d  c h o s e  n o t  t o  i m p l y .

7  I  u s e d  t h e  w o r d  s p e c i f i c  b e c a u s e  t h e  s e t t l e m e n t

B  h a s  s p e c i f i c s r  d s  o p p o s e d  t o  t h e  s p e c i f i c s  t h a t

9  w e r e  n o t  i n c l u d e d ,  s u c h  a s  t h e  o n e s  I  m e n t i o n e d

1 0  b e f o r e .

1 1  O .  S o  y o u r  c h o i c e  n o t  t o  b e l - a b o r  t h e

L 2  p o i n t ,  b u t  a  s p e c i a l  i n t e r e s t  i s  a  w o r s e  k i n d

1 3  o f  i n t e r e s t  t h a n  a  s p e c i f i c  i n t e r e s t .  I s  t h a t

1 4  t h e  p o i n t  y o u  a r e  m a k i n g ?

1 5  A .  f ' m  s o r r v .  I  d i d n r t  h e a r  t h e

1 6  q u e s t i o n ,  s i r .

1 7  O .  S u r e .  Y o u  s a i d  y o u  c h o s e  n o t  t o  u s e

1 8  s p e c i a l  t h e  t e r m  s p e c i a l  i n t e r e s t ,  y o u  u s e d

1 9  s p e c i f i c  i n t e r e s t  b e c a u s e  s p e c i a l  i n t e r e s t  w a s

2 0  p e j o r a t i v e .

2 I  A .  Y e s ,  s i r .  I  t h i n k  w h e n  p e o p l e  u s e

2 2  t h e  w o r d s  s p e c i a l  i n t e r e s t ,  t h e y  a r e  t a l k i n g
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1  abou t  some th ing  t ha t ' s  po ten t i a l l y  an t i t he t i ca l

2  Lo  the  pub l i c  i n te res t ,  someth ing  tha t  i s

3  se l f i sh ,  someth ing  tha t  i s  j us t  f o r  t hemse l - ves

4  and  nobody  e l se .  Someth ing  tha t  i s  des t ruc t i ve

5  o f  t he  sense  o f  conmon  pu rpose  i n  a  soc ie t y  and

6  i n  a  gove rnmen t .  Spec i f i c  j us t  means  wha t  i t

7  means .  The  spec i f i c  e l emen ts  t ha t  a re  i n  t h i s

B  nonunan imous  se t t l emen t .

9  Q .  So  you r  c l i en t  G r i d  2 .0  i s  a

10  spec i f i c  i n t e res t  bu t  no t  a  spec ia l  i n t e res t?

11  A .  To  be  hones t  w i t h  you ,  I  don ' t  have

12  enough  in fo rma t ion  to  answer  tha t  ques t i on ,  and

l -3  I  t h i nk  t he  p rob lem w i t h  you r  ques t i on ,  I  don ' t

14  mean  t o  be  d i s respec t f u l ,  i s  t ha t  you ' r e

15  m ing l i ng  two  t h i ngs .

a a
I O O n e  i s  t h e  n a t u r e  o f  t h e

I 7  o r g a n i z a t i o n  a n d  t h e  o t h e r  i s  t h e  n a t u r e  o f  t h e

L 8  e l e m e n t s  i n  t h e  s e t t l e m e n t  a n d  I  t h i n k  w h a t  I

1 9  w a s  r e f e r r i n g  t o  h e r e  i s  t h e  s p e c i f i c s  i n  t h e

2 0  s e t t l e m e n t ,  b u t  I ' m  n o t  c a p a b l e  o f

2 t  c h a r a c t e r L z t n g  G r i d  2 . O .  T h e y  c a n  d o  t h a t

2 2  t h e m s e l v e s .  Y o u  w i l l  h a v e  M r .  M a r t i n  s h o r t l v .
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1

2
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5

6

I

U

9

10

t_1

L2

l _ J

L4

t_5

1,6

L1

18

I9

) i

2L

22

O.  A re  you  f am i l i a r  w i t h  G r i d  2 .0 ' s

pe t i t i on  to  i n te rvene  i n  wh ich  they  sa id  as  the

bas i s  f o r  t he i r  i n t e r ven t i on  t ha t  no  o the r

pa r t y  w i I I  adequa te l y  rep resen t  t he  i n te res t

se rved  th rough  the  p ro tec t i on  o f  env i ronmen ta l

qua l i t y  as  spec i f i ed  i n  t he  D .C .  C lean  and

Af fo rdab le  Energy  Ac t?

A .  I rm  fam i l i a r  w i t h  t ha t  pa rag raph ,

bu t  f  haven ' t  r ead  t he i r  pe t i t i on  i n  many

mon ths  s ince  i t  has  been  f i l ed .

O .  Do  you  th ink  the  i n te res t  o f

p ro tec t i ng  the  env i ronmen t  i s  a  spec i f i c

i n te res t .  o r  a  b road -based  in te res t?

A I t r s  a n  i n t e r e s t  t h a t  i s  v a l i d a t e d

by  bo th  a  s ta tu to ry  l aw  and  E lemen t  7  o f  t he

Commiss ion  7  f ac to r s  so  i t ' s  an  i n te res t  t ha t

i s  d i rec t l v  re levan t  t o  th i s  case .

o. And you wou ld  agree tha t  the

D i s t r i c t  o f  C o l u m b i a  G o v e r n m e n t  i s  p r i n c i p a l l y

r e s p o n s i b l e  f o r  a c h i e v i n g  t h e  o b j e c t i v e s  a n d

i m p l e m e n t i n g  t h e  D . C .  C l - e a n  a n d  A f  f o r d a b l e

E n e r g y  A c t ?

' (866) M8 - DEPO
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1  A .  I  w i l l  accep t  t ha t .  I  am  no t

2  famL l i a r  w i th  the i r  s ta tu to ry  au tho r i t y ,  bu t

3  wha t  you  say  makes  comp le te  sense .

4  Q .  P r io r  t o  you r  supp lemen ta l

5  t es t imony ,  d i d  G r i d  2 .0  eve r  c r i t i c i ze  i n

6  tes t imony  o r  p lead ing  be fo re  the  Commiss ion  any

7 of  the commitments sought  by DCG, OPC or  any

B  o the r  pa r t y?

9  A .  I  don ' t  know the  answer  to  tha t

10  ques t i on .

11  O .  D id  you?

1 ,2  A .  S i r ?

L3  O .  D id  you  c r i t i c i ze  any  o f  t he

L4  commi tmen ts  be ing  sough t  p rev ious l y  by  D .C .

15  Governmen t  o r  OPC in  you r  t es t imony?

L6  A .  No .  I  was  f ocused  on  t he

I ' 7  conso l i da t i on  tha t  i s  a t  i ssue  i n  th i s  case .

18  A .  Wou ld  you  ag ree  tha t  o f  t he  1 ,6  o r  so

L9  u t i l i t y  me rge r  o r  acqu i s i t i on  t r ansac t i ons  i n

20  wh ich  you  have  been  invo l - ved  s ince  1985 ,  and  o f

2L  the  dozen  o r  more  regu la to ry  o rde rs  you  have

22  rece i ved ,  you  have  no t  seen  one  wh ich ,
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1  acco rd ing  to  you r  s tandard ,  you  wou ld  desc r ibe

2  as  hav ing  i t s  ch ie f  pu rpose  to  se rve  the  pub l i c

3  i n t e res t  and  - -  d i sc l osu re  he re ,  I 'm  read ing

4  f r om you r  da ta  response  2L6 .

5  A .  Can  I  hea r  t he  ques t i on  aga j -n ,

6  p l ease .

1  Q .  R igh t .  Le t ' s  t u rn  t o  216 .

B  A .  So r r y ,  you ' r e  i n  my  da ta  responses?

9  Q .  Yes .

1 -0  A .  Wh ich  one ,  p l ease?

1 1  a .  I t  i s  o n  P a g e  4  o f  2 2  i n  t h e  r i g h t

1 ,2  hand.

13  A.  Jus t  g ive  me the  number ,  f  have go t

L 4  a  d i f f e r e n t  p a g i n a t i o n .

1 5  O .  C e r t a i n l y .  1 6 .  I t  m a y  b e  P a g e  3  o f

L 6  L 9 .

1 , 7  A .  I t r s  Q u e s t i o n  ! 6 ,  s i r ?

L 8  O .  Y e s .

1 9  A .  A I I  r i g h t .  G i v e  m e  o n e  s e c o n d ,

2 0  p l e a s e .

2 L  O .  C e r t a i n l y .  I t  i s  t h e  l a s t  n n t r r r  I  o

2 2  l i n e s  t h a t  g o  o n  t o  P a g e  4  o f  1 9 .  O n  y o u r
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1  pag ina t i on ,  Page  5  o f  22  on  the  p remarked

2  exh ib i t .

3  A .  Yes ,  I  am w i th  you  now.

C H A I R M A N  K A N E :  M r .  M e i e r ,  w h i c h

5  p remarked  exh ib i t  i s  i t ?

M R .  M E I E R :  Y e s ,  m a ' a m .  I t  i s

7  p remarked  j o i n t  app l i can t s  Exh ib i t  NSA  4 .  I t ' s

8  p remarked  2 ,  wh ich  i s  marked  as  4 .

CHAIRMAN KANE:  Marked as  4 ,

1 0  p r e m a r k e d  a s  2  w h i c h  n o w  i s  4 .  T h a n k  v o u .

1 1 M R .  M E I E R :  I t  i s  P a s e  4  o f  1 9  o n

1 2  t h e  b o t t o m  a n d  5  o f  2 2  o n  t h e  r i q h t - h a n d

1 3  c o r n e r .

1 4  B Y  M R .  M E T E R :

1 5  O .  A n d  w h a t  I  a m  a s k i n g  y o u  t o  d o  i s

L 6  c o n f i r m  t h a t  y o u r  d a t a  r e s p o n s e  t h e r e ,  w h i c h  i s

L 7  t h a t  o f  t h e  1 6  o r  s o  m e r g e r s  y o u  h a v e  b e e n

1 8  i n v o l v e d  i n ,  o f  t h e  m e r g e r s  y o u  h a v e  b e e n

1 9  i n v o l v e d  i n ,  t h e  s t a n d a r d  o f  r e v i e w  t h a t  t h e

2 0  c h i e f  p u r p o s e  o f  t h e  m e r g e r  m u s t  b e  t o  s e r v e

2 1 ,  t h e  p u b l i c  i n t e r e s t ,  y o u  a r e  n o t  a w a r e  o f  a n y

2 2  p r o c e e d i n g  i n  w h i c h  t h a t  s t a n d a r d  w a s  a d o p t e d ?
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1

2

3

4

5

6

I

9

10

11

I2

13

L4

15

L6

L1

t_8

I9

20

2L

22

A .  S o r r y ,  C o u n s e l - o r .  I  t h i n k  t h e

q u e s t i o n  a n d  m y  a n s w e r  g o t  g a r b l e d .  L e t  m e

r e a d  t h e  e x a c t  s e n t e n c e  y o u  a r e  r e f e r r i n g  t o

b e c a u s e  I  t h i n k  i n  y o u r  q u e s t i o n  y o u  j u s t

c o n f l - a t e d  p r o c e e d i n g s  w i t h  m e r g e r s .  W h a t  t h e

I a s t  s e n t e n c e  w h i c h  i s  p a r t  o f  a  m u c h  l o n g e r

a n d  m u c h  m o r e  c o m p l e t e  a n s w e r  s a y s  i s :  " O f  t h e

1 6  o r  s o  u t i l i t y  m e r g e r  o r  a c q u i s i t i o n

t r a n s a c t i o n s  i n  w h i c h  H e m p l i n g  h a s  b e e n

i n v o l v e d  s i n c e  l - 9 8 5 ,  a n d  o f  t h e  d o z e n s  m o r e

w h o s e  r e g u l a t o r y  o r d e r s  h e  h a s  r e v i e w e d ,  h e  h a s

n o t  s e e n  o n e  w h i c h ,  a c c o r d i n g  t o  t h i s

e x p l a n a t i o n  ( r e f e r r i n g  t o  t h e  f o r e g o i n g

e x p l a n a t i o n  i n  t h i s  d a t a  r e s p o n s e ) ?  h e  w o u l d

d e s c r i b e  a s  h a v i n g  i t s  c h i e f  p u r p o s e  s e r v i n g

t h e  p u b l i c  i n t e r e s t . "

T h a t  i s  m v  a n s w e r  i n  a n d  I  r e m a i n

i n  a g r e e m e n t  w i t h  t h a t  a n s w e r  a n d  t h e  r e a s o n

i s ,  t h a t  f  h a v e  y e t  t o  s e e  a  m e r g e r  t r a n s a c t i o n

w h e r e  t h e  f i r s t  s e n t e n c e  i s ,  t h e  p u r p o s e  o f

t h i s  o r  e x c u s e  m e ,  I ' v e  y e t  t o  s e e  a n

a p p l i c a t i o n ,  w h e r e  t h e  f i r s t  s e n t e n c e  a n d
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1_

2

3

4

5

6

'7

B

9

10

11

I2

13

1 '
I 9

15

a a
I O

I 1

18

1,9

Z V

2 I

22

rema in ing  suppor t  says  the  pu rpose  o f  t h i s

t r ansac t i on  i s  t o  i nc rease  qua l i t y  o r  r educe

cos t s  o r  i nc rease  i nnova t i on  o r  i nc rease

cus tomer  empowermen t  f o r  t he  se rv i ced  te r r i t o ry

wh ich  we  a re  w i th  wh ich  we  a re  merg ing  o r

wh j - ch  we  a re  acqu i r i ng .

There  have  been  some merse rs  tha t

a re  more  cons i s ten t  w i th  the  nub l i c  i n te res t

than  o the rs ,  and  we  can  d i scuss  those  when  you

w ish ,  many  o f  t hem wou ld  be  the  merge rs  o f

ad jacen t  compan ies  tha t  occu r red  rough ly

be tween  ' 85  and  t he  m id - ' 90s .  You r  me rse r  ' i s  a

ve ry  d i f f e ren t  t ype .

a. I n  you r  t es t imony ,  you  c r i t Lc i ze  the

se t t l i ng  pa r t i es  f o r  no t  add ress ing  merge r

po l i c y  i n  t he i r  supp lemen ta l  t es t imony ;  i sn ' t

t ha t  co r rec t?

A . I  d o n r t  t h i n k  I  u s e d  t h e  w o r d

c r i t i c i ze .  My  pu rpose  was  t o  cha rac texLze .

Many  o f  t he  se t t l i ng  pa r t i es  a re  f r i ends  o f

m ine ,  t hey  a re  w i t nesses  o r  f r i ends  o f  m ine .

They  were  do ing  a  p ro fess iona l -  j ob .  Wha t  I

(866) M8 - DEPO
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l -  meant  to  
1"  

was to  character ize the i r  test imony

2  as  focus inq  on  the  se t t l - emen t  i t ems  ra the r  t han

3  the  conso l i da t i on  o f  two  compan ies  wh ich  i s  a t

4  j - ssue  i n  th i s  p roceed ing .  I t  was  a

5  cha rac te r i za t i on ,  no t  a  c r i t i c i sm .

6  Q .  Thank  you  f o r  t ha t  d i s t i nc t i on .

A t  t he  beg inn ing  o f  t h i s  p roceed ing ,

B  d i dn r t  t he  Commiss ion  i n  O rde r  No .  17530

9  iden t i f y  o r  ask  the  pa r t i es  to  comment  on  the

10  fac to rs  to  be  cons ide red  i n  th i s  merqe r?

11 -  A .  I rm  su re  t ha t ' s  co r rec t .  I  don f  t

12  reca l l  t he  spec i f i c  l anguage .  I 'm  su re  you  a re

13  co r rec t .

14  O .  And  then  on  Augus t  - -

15  A .  S i r ,  f 'm  so r r y  f o r  i n t e r rup t i ng  you .

L6  I f  I  may  comp le te  my  answer .

L 1 I  r ead  t he  Commiss ion ' s  i ns t r uc t i on

18  as  to  requ i re  co runen ts  on  how the  conso l i da t i on

19  meshed  w i th  the  seven  fac to rs .  Wha t  vou

20  p resen ted  he re  i n  you r  nonunan imous  se t t l emen t

2L  has  no th i nq  t o  do  w i t h  t he  conso l i da t i on .  I t

22  has  to  do  w i th  a  separa te  se t  o f  e lemen ts .

Capital Reporting Company
Formal Case No. 1119 (Volume Ill) 12-04-2015

(866) M8 - DEPO
www.CapitalReportingCompany.com @ 2015



612

1  Q .  I  unde rs tand  t ha t ' s  you r  t es t imony .

And are you aware that  the

3  Commiss ion  i n  Orde r  11597 ,  se t  f o r th  the  seven

4  fac to rs  tha t  t he  Commiss ion  w i l l -  use  to

5  eva lua te  i f  t he  merge r  i s  i n  t he  pub l i c

6  i n t e res t?

7  A .  Yes ,  s i r .

8  Q .  You  make  some pos i t i ve  s ta temen ts

9 about  the New York proceeding commonly ca l led

10  t he  REV p roceed ing i  i sn r t  t ha t  co r rec t?

11  A .  Yes .  REV s tands  fo r  Re fo rm Energy

12  V i s i on .  I 'm  no t  su re  i f  I  made  pos i t i ve

13 comments or  s imply  a l l -uded to i t ,  but  my

L4  t es t imony  i s  wha t  i t  i s .

1 -5  O .  R igh t .  I  am re fe r r i ng  to  Page  9  and

16  26  th rough  Page  10 ,  L ine  4 ,  i f  you  wan t  t o  l ook

L ' l  a t  i t .  I  don ' t  t h i nk  we  need  t o ,  bu t  i f  you

18  ca re  t o?

19  A .  One  moment .  Go  ahead ,  s i r .  Wha t

20  page  was  t ha t?

2 I  O .  f t  was  Page  9 .

22  A .  Yep .  Go t  i t .
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1  Q .  L i n e  2 6 .  T h e  R E V  p r o c e e d i n g  i s  n o t

2  a  m e r g e r  p r o c e e d i n g ,  i s  i t ?

3  A .  C o r r e c t .

4  Q .  A r e  y o u  f a m i l - i a r  w i t h  F o r m a l  C a s e

5  1 1 - 3 0  a d d r e s s e d  t o  i s s u e s  r e l a t i n q  t o

6  m o d e r n i z i n g  t h e  g r i d  t h a t  t h e  D . C .  P u b l i c

7  S e r v i c e  C o m m i s s i o n  o p e n e d ?

8  A .  I ' m  f a m i l i a r  t h a t  t h e  c a s e  e x i s t s .

9  I ' m  n o t  f a m i l i a r  w i t h  a n y t h i n g  m o r e  t h a n  t h a t ,

1 0  o t h e r  t h a n  t h e  q e n e r a f  i s s u e s .

1 - 1  O .  A r e  y o u  a l s o  f a m i l i a r  t h a t  t h a t  i s

L 2  n o t  a  m e r g e r  p r o c e e d i n g ?

1 3  A .  C o r r e c t .  B u t  I  b e l i e v e  t h a t ' s  t h e

L 4  p r o p e r  p l a c e  t o  a d d r e s s  i s s u e s  I i k e  m i c r o g r i d s ,

1 5  b e c a u s e  m i c r o g r i d s  d e e p l y  a f f e c t  t h e  f u t u r e

L 6  s t r u c t u r e  o f  t h e  i n d u s t r v  a n d  n e e d  t o  b e

I 7  c o n s i d e r e d  i n  t h e  c o n t e x t  o f  m a n y  o t h e r  m o v i - n g

1 8  p a r t s  a s  t h e  N e w  Y o r k  p r o c e e d i n g  i s  d o i n g .

1 9  T h a t ' s  w h y  I  b r o u g h t  u p  t h e  N e w  Y o r k  p r o c e e d i n g

2 0  b e c a u s e  o f  i t s  c o m p r e h e n s i v e n e s s ,  a s  o p p o s e d  t o

2 1 "  t h e  e p i s o d i c  n a t u r e  t h e  m i c r o g r J - d  p r o p o s a l  a n d

2 2  o t h e r  e l e m e n t s  o f  t h i s  n o n u n a n i m o u s  s e t t l e m e n t .
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MR.  MEIER:  Thank  you  ve ry  much ,  Mr .

2  Hemp l ing .  I  have  no  fu r the r  ques t i ons .

CHAfRMAN KANE:  Any  o ther ,  Counse l?

M R .  R O R I E S :  Y o u r  H o n o r ,  I  w o u l d

5  l i ke  t o  j us t  ask  one  qu i ck  ques t i on .

CHAIRMAN KANE: l i t t re have some

7  C o m m i s s i o n  q u e s t i o n s  f i r s t  a n d  t h e n  y o u  c a n  d o

B  r e d i r e c t .

9

10

M R .  R O R I E S :  E x c u s e  m e .

C H A I R M A N  K A N E :  T h a t r s  o k a y .

1 1  C o m m i s s i o n e r  F o r t ?

L2 C O M M I S S I O N E R  F O R T :  G o o d  m o r n i n g ,

1 3  M r .  H e m p l i n g .

L4 T H E  W I T N E S S :  G o o d  m o r n i n g ,

1-5  Commiss ione r .

I O C O M M I S S I O N E R  F O R T :  O n  P a q e  8  o f

l 7  you r  t es t imony ,  L ines  13  th rough  19  where  you

18  a re  ta l k ing  abou t  demand  response ,  and  I  assume

1-9  re fe r r i ng  to  Pa rag raph  115  o f  t he  se t t l emen t

20  ag reemen t ,  you r  conce rns  abou t  Exe lon

2L  i n f l uenc ing  demand  response  po l i cy  a t  BGE and

22  FERC?
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T H E  W I T N E S S :  Y e s ,  m a ' a m .

C O M M I S S I O N E R  F O R T :  Y o u  a s r e e  t h a t

3  t h e  C o m m i s s i o n  h a s  n o  a u t h o r i t y  o v e r  t h e

4  a c t i o n s  t a k e n  b y  E x e l o n  o r  P H I  o r  P e p c o  a t  P J M

5  o r  F E R C ,  e x c e p t  t o  t h e  e x t e n t  t h a t  t h e

5  C o m m i s s i o n  w o u l d  i n t e r v e n e  i n  a  F E R C  p r o c e e d i n g

7  a n d  m a k e  i t s  o p i n i o n s  k n o w n .

W o u l d  y o u  a g r e e  w i t h  t h a t ?

T H E  W I T N E S S :  C o m m i s s i o n e r ,  I  w o u l d

1 0  n o t  a g r e e  w i t h  i t  a  h u n d r e d  p e : : c e n t ,  a n d  m a y  I

1 1  e x p l a i n ?  C e r t a i n l y ,  w i t h  r e s p e c t  t o  E x e l o n  a t

L 2  t h e  p r e s e n t ,  t h e r e  i s  n o  C o m m i s s i o n  a u t h o r i t y .

13 W i t h  r e s p e c t  t o  w h e t h e r  t h e

1 , 4  C o m m i s s i o n  h a s  a u t h o r i t y  t o  I  w o u l d  p u t  i t

1 5  a f f i r m a t i v e l y  t h i s  w a y .  I  b e l - i e v e  t h e

1 6  C o m m i s s i o n  t h r o u g h  i t s  r e g u l a t o r y  a u t h o r i t y

L 7  o v e r  P e p c o  c a n  i n f l u e n c e  t h e  p o s i t i o n s  t h a t

1 8  P e p c o  t a k e s  o n  a n y  n u m b e r  o f  i s s u e s  a t  P J M ,

1 9  w h e t h e r  t h e  C o m m i s s i o n  c o u l - d  d i r e c t  P e p c o  t o

2 0  w r i t e  c e r t a i n  w o r d s  i n t o  i t s  c o m m e n t s  t o  P J M  o r

2 L  t o  F E R C  w o u l d  f o r  m e  r a i s e  F i r s t  A m e n d m e n t

2 2  i s s u e s ,  a n d  I  w o u l d n ' t  a d v i s e  t h e  C o m m i s s i o n  t o
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1  go  the re ,  bu t  I  be l i eve  the  Commiss ion  th rough

2  L t - ' s  ra te -mak ing  au tho r i t y ,  t h rough  i t s

3  au tho r i t y  t o  app rove  any  number  o f  t h ings  can

4  desc r ibe  a  v i s ion  and  a  pu rpose  and  an  i n ten t

5  t ha t  a  w i se  u t i l i t v  wou ld  f o l l ow  as  i t  t akes

6  pos i t i ons  i n  Pepco .

f n  o t h e r  w o r d s ,  f  t h i n k  t h e r e  i s

8  s u b t l e  w a y s  t o  i n f l - u e n c e  p o s i t i o n s  t h a t  P e p c o

9  w o u l d  t a k e  a n d  f o r  m e ,  t h a t  i s  o n e  o f  t h e

1 0  i m p o r t a n t  l o s s e s  t o  t h e  C o m m i s s i o n  s h o u l d

1 1  E x e l o n  c o n t r o l  P e p c o .

L2 C O M M I S S I O N E R  F O R T :  Y o u  s a v  t h e r e

1 3  w o u l d  b e  F i r s t  A m e n d m e n t  i s s u e s  i f  w e  w e r e  t o

L 4  d i r e c t  t h e  c o m p a n i e s  t o  d o  s o m e t h i n g .  W h y  i s

1 5  t h a t  n o t  a n  i s s u e  w i t h  r e s p e c t  t o  t h e  a r g u m e n t s

l - 6  t h a t  h a v e  b e e n  r a i s e d  b y  s o m e  p a r t i e s  t h a t  w e

1 , 7  p u t ,  a s  a  c o n d i t i o n ,  t h a t  E x e l o n  n o t  o p p o s e  t h e

1 8  t a x  c r e d i t s  f o r  w i n d ?

I Y T H E  W I T N E S S :  Y o u  m a k e  a  v e r v

20  s t r ong

2 l  COMMISSIONER FORT:  Wou ld  tha t  ra i se

22  the  same F i r s t  Amendmen t  i ssue?
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T H E  W I T N E S S :  Y e s ,  m a ' a m .  I n  a

2  m i l l i o n  y e a r s ,  I  w o u l d  n o t  a d v j - s e  t h e

3  C o m m i s s i o n  t o  c o n d i t i o n  a n y t h i n g  o n  r e q u i r i n g

4  s o m e o n e  t o  t a k e  a  p a r t i c u f a r  p o s i t i o n .  S o  I

5  h o p e  t h a t  i s  a  c l e a r  a n s w e r .  I t  i s  a s  c l e a r  a s

6  I  c a n  p o s s i b l y  m a k e  i t .

W h a t  I ' m  t h i n k i n q  a b o u t  i s  t h e

8  n o t i o n  i n  t h e  C o m m i s s i o n ' s  o r d e r  r e j e c t i n g  t h i s

9  c o n s o l i d a t i o n ,  w i l l i n g  p a r t n e r ,  t h a t  i t ' s  j u s t

l -0  eas ie r  to  work  w i th  somebodv who has  no

1 1 -  i n t e r n a l  c o n f l i c t s  w i t h  t h e  C o m m i s s i o n ' s

1 2  o b j e c t i v e s  t h a n  w i t h  s o m e b o d y  w h o  d o e s .  A I I  o f

1 3  y o u  h a v e  b e e n  i n v o l v e d  i n  p u b l i c  p o l i c y  w o r k

1"4  and regu la t ion  long enough to  know tha t  when

1 5  p e o p l e  s h a r e  a  v i s i o n  w i t h o u t  c o n f l i c t ,  i t ' s

1 6  j u s t  e a s i e r  t o  g e t  t h i n g s  d o n e  a n d  o n e  n e e d  n o t

l7  go  anywhere  near  the  F i rs t  Amendment  th i rd  ra i l

1 8  t o  r e c o g n i z e  t h a t r  ! € s ,  m a ' a m .

19 C O M M I S S I O N E R  F O R T :  I  h e a r d  y o u  s a y

2 0  t h a t  y o u  d o  s o m e  w o r k  w i t h  t h e  N A A C P .  Y o u

2 L  w o u l d  a g r e e ,  w o u l d n ' L  y o u ,  t h a t  t h e r e  a r e  a

2 2  n u m b e r  o f  i s s u e s  w h e r e  p e o p l e  d i d n ' t  s h a r e  t h e
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1

2

3

4

5

6

B

J

10

11

t2

13

t4

15

16

L7

18

19

20

2L

22

v i s i o n  t h a t  p e o p l e  h a d  o f  c i v i l  r i g h t s  a n d

N A A C P  a n d  t h a t  u s u a l l v  w a s  n o t  a  r e a s o n  n o t  t o

w o r k  w i t h  f o l k s  b u t  s o m e t i m e s  i t  w a s  a  r e a s o n

t o  p u s h  p e o p l e  f o r w a r d  a  b i t .

T H E  W I T N E S S :  O f  c o u r s e .  I

c e r t a i n l - y  a g r e e  w i t h  t h a t .

C O M M I S S I O N E R  F O R T :  O n  P a r a g r a p h  1 1 5

o f  t h e  s e t t l e m e n t  a g r e e m e n t .

T H E  W I T N E S S :  O n e  m o m e n t ,  p l e a s e .

C O M M I S S I O N E R  F O R T :  Y e s .

T H E  W I T N E S S :  Y e s ,  m a ' a m .

C O M M I S S I O N E R  F O R T :  I  t h i n k  t h a t ' s

t h e  p r o v i s i o n  t h a t  w o u l - d  s p e a k  t o  t h e  c o n c e r n s

t h a t  y o u  r a i s e d  o n  P a g e  8 .

Do you be l ieve  tha t  tha t  commi tment

d o e s  n o t  a d d r e s s  t h e  c o n c e r n s  t h a t  v o u  r a i s e d ?

T H E  W I T N E S S :  C o r r e c t .  T f  T  m a v

e x p l a i n .  T h e r e  i s  a n  a s p i r a t i o n a l  p a r a g r a p h .

I  know a  cer ta in  amount  about  demand response

b e c a u s e  I  a d v i s e d  P J M  o n  m a t t e r s  r e l a t i n q  t o

d e m a n d  r e s p o n s e .  I ' m  g o i n g  t o  b e  v e r y  b r i e f ,

b u t  t h e  t w o  m a j o r  q u e s t i o n s  f o r  p u b l i c  p o l i c y
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o t Y

L  m a k e r s  i n  t h e  a r e a  o f  d e m a n d  r e s p o n s e  a r e

2  m a r k e t  s t r u c t u r e  a n d  c o m p e n s a t i o n .

Marke t  s t ruc tu re  conce rns  who  qe ts

4  t o  p l a y  i n  a  d e m a n d  r e s p o n s e  m a r k e t ,  w h o  s e l l s

5  d e m a n d  r e s p o n s e ,  w h o  b u y s  i t ,  c o m p e n s a t i o n

6  c o n c e r n s ,  h o w  m u c h  m o n e y  g o e s  t o  t h e  u l - t i m a t e

7  p r o v i d e r  o f  d e m a n d  r e s p o n s e ,  h o w  m u c h  t h e  g a i n

B f rom demand response ge ts  d iv ided up  among the

9  v a r i o u s  p l a y e r s  i n  t h a t  m a r k e t .

10 T h e r e  i s  a n y  n u m b e r  o f  w a y s  t o  s a y

1 1  y o u  a n d  I  a r e  i n  a g r e e m e n t  t h a t  w e  s h o u l d  m a k e

1 2  m o r e  d e m a n d  r e s p o n s e  h a p p e n ,  a n d  t h e r e  a r e  a n y

1 3  n u m b e r  o f  w a y s  f o r  y o u  a n d  T  t o  d i f f e r e n t

t 4  f u n d a m e n t a l l v  o v e r  m a r k e t  s t r u c t u r e  a n d

1 5  c o m p e n s a t i o n .

a a
I O S o  t h e  m e r e  s t a t e m e n t  i n  1 1 5  t h a t  a

l ' 7  pe rson  i s  commi t ted  to  demand  response ,

18  espec ia l l y  when  t ha t  pe rson  s tands  t o  l ose

L9  genera t i on  p ro f i t  because  demand  response  i s  a

20  d i r ec t  compe t i t o r  gene ra t i on ,  t o  me ,  i t ' s

2L  asp i r a t i ona l .

22 I t  d o e s n ' t  g e t  u s  t o  t h e  p o i n t  w h e r e
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1

2

3

4

5

6

8

9

10

11

T2

13

l4

15

I6

T7

1 U

19

20

2L

22

w e  k n o w  w e  h a v e  a  w i l l i n g  p a r t n e r  w h i c h  i s  f

b e l - i e v e  w h a t  w e  m o r e  l i k e l y  h a v e  w i t h  a  P e p c o

t h a t  i s  u n c o n f l i c t e d  b y  o w n e r s h i p  o f

g e n e r a t i o n .

C O M M I S S I O N E R  F O R T :  T u r n  t o  a

d i f f e r e n t  t o p i c  i n  y o u r  t e s t i m o n y  o n  P a g e s  1 4

o n  P a g e s  1 3  t h r o u g h  1 5 .  Y o u  t a l k  a b o u t  t h e

t y p e s  o f  r o l e s  t h a t  s h o u l d  b e  u s e d  t o  m e a s u r e

i n d e p e n d e n c e  o f  i n d e p e n d e n t  d i r e c t i v e s ,  a n d

t h a t  y o u  a r e  c r i t i c a l  o f  u s i n g  - -  w e I I ,  y o u

t a l k  a b o u t  r u l e s  o t h e r  t h a n  t h e  N e w  Y o r k  S t o c k

E x c h a n g e  r u l e s ,  t h a t  y o u  t h i n k  s h o u l d  b e  u s e d ;

i s  t h a t  c o r r e c t .

T H E  W I T N E S S :  N o ,  m a ' a m .  I  m a y

m i s u n d e r s t a n d  y o u r  q u e s t i o n .  W h a t  I  d i d  h e r e

w a s  f o l l o w  t h e  c o m p a n y  s t a t e m e n t  t h a t  t h e r e

w o u l - d  b e  " i n d e p e n d e n t "  d i r e c t o r s ,  a n d  t h a t  t h e

d e f i n i t i o n  o f  i n d e p e n d e n c e  w o u l d  b e  t h e

d e f i n i t i o n  u s e d  b y  t h e  N e w  Y o r k  S t o c k  E x c h a n g e

a n d  f  p o i n t e d  o u t  t h a t  w h a t .  t h a t  d e f i n i t i o n  i s ,

i s  tha t  independent  means independent  f rom

m a n a g e m e n t .  T h a t  i s  n o t  a  s u b t l e t y .  I t ' s  w h a t
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1

2

3

4
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6

B

Y

l_0

11

L2

13

1-4

4 a
I O

L7

1B

L9

. A

2L

22

i n d e p e n d e n t  a l w a y s  m e a n s .

I  w a s  c o n c e r n e d  t h a t  t h e  w o r d

i n d e p e n d e n t  m i g h t  b e  m i s u n d e r s t o o d ,  e i t h e r  b y

i t s  u s e r s  o r  b y  t h e  r e a d e r s  a s  i n d e p e n d e n t  o f

t h e  t y p e s  o f  c o n f l i c t s  t h a t  w e ' r e  c o n c e r n e d

a b o u t  i n  t h i s  c o n s o l i d a t i o n .  B u t  w h a t  c l e a r l v

independent  means is  independent  o f  management

s o  t h a t  t h e  d i r e c t o r s  a r e  r e s p o n s i v e  t o  t h e

s h a r e h o l d e r  a n d  t h e  s h a r e h o l d e r ,  o f  c o u r s e ,

a f t e r  t h i s  c o n s o l i d a t i o n  i s  E x e l - o n .

I  d i d n ' t  w a n t  t h e r e  t o  b e  a

misunders tand ing  tha t  independent  somehow meant

i n d e p e n d e n t  o f  t h e  v e r y  E x e I o n  p r i o r i t i e s  t h a t

a r e  a  c o n c e r n  t h a t  w a s  a  c o n c e r n  o f  t h e

C o m m i s s i o n  i n  i t s  r e i e c t i o n  o r d e r .

COMMISSIONER FORT:  So my ques t ion

w a s  g o i n g  t o  b e :  C a n  y o u  i d e n t i f y  a n y  s t a t e

t h a t  c u r r e n t l y  h a s  i n  p l a c e  s o m e  d i f f e r e n t

d e f i n i t i o n  o f  i n d e p e n d e n t  d i r e c t o r  r u l e s  t h a t

y o u  w o u l d  t h i n k  w o u l d  b e  m o r e  a p p r o p r i a t e ?

T H E  W I T N E S S :  T h e  d i r e c t  a n s w e r  t o

y o u r  q u e s t i o n  i s  n o .  W h a t  I  p r o p o s e d  i n  m y
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1  cond i t i on ,  i n  my  cond i t i ons ,  i n  my  d i rec t .

2  tes t imony ,  wh ich  was ,  o f  cou rse ,  re jec ted  by

3 the company was that  we make is  that  t .he

4 company execut ives at  the hold ing company Ievel

5  l ega l l y  commi t  no t  t o  ove r ru le  dec i s ions  by

6  Pepco .

That  of  course is  t .he commitment

B  t h a t  i s  f u n d a m e n t a l l v  i n  c o n f l i c t  w i t h  t h e

9  n o t i o n  o f  s h a r e h o l d e r  c o n t r o l ,  h o l d i n g  c o m p a n y

l - 0  c o n t r o l ,  w h i c h  i s  w h y  t h e  c o m p a n y

1 1  u n s u r p r i s i n g l y  r e j e c t e d  i t .  I  d i d n ' t  u s e  t h e

L 2  w o r d  i n d e p e n d e n t  i n  t h a t  c o n t e x t  b e c a u s e  I

L 3  d i d n ' t  w a n t  t o  c a u s e  c o n f u s i o n  o v e r  t h e  w o r d

L 4  i n d e p e n d e n t .

15 C O M M I S S I O N E R  F O R T :  C a n  y o u  i d e n t i f y

7 6  a n y  c o m p a n y  i n  t h e  c o u r s e  o f  a n y  p r o c e e d i n g

1 7  t h a t  h a s  d o n e  t h a t  t o  y o u r  k n o w l e d g e ?

18 T H E  W I T N E S S :  I  c a n n o t .  N o b o d v

1 9  w o u l d  a c q u i r e  n o b o d y  I  t h i n k  w o u l d

2 0  r a t i o n a l l y  a c q u i r e  a n o t h e r  c o m p a n y  i f  t h e y

2 l  d i d n ' t  h a v e  c o n t r o l  o v e r  t h a t  c o m p a n y .  T h e r e

2 2  r e a l l y  s h o u l - d n ' t  b e  a n y  d i s p u t e  i n  t h i s  r o o m
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1  tha t  Exe lon  w i l l  con t ro l -  t he  dec i s ions  o f

2  Pepco .  Fo r  me ,  t ha t  i s  an  i s sue  t ha t  doesn ' t

3  go away because there is  1-20 paragraphs in  the

4  se t t l emen t .

C O M M I S S I O N E R  F O R T :  A n d  s o  I

6  unders tand  i t ,  you  th ink  tha t  t he re  i s  no  way

7  tha t  you  can  se lec t  d i rec to rs  who  a re

B  independen t  o f  managemen t  o r  t he  s tockho lde r  i f

9  t he  managemen t  and  s tockho lde r  a re  the  same.

10  f s  t ha t

11 T H E  W I T N E S S :  A g a i n ,  a b s e n t  m y

12  cond i t i on ,  my  answer  to  you r  ques t i on  i s  yes .

13  I f  I  unde rs tand  you .  Le t  me  res ta te  i t  because

t4  I  may  have  m ixed  up  the  nega t i ve .

15 A b s e n t  m y  c o n d i t i o n ,  w h i c h  r e q u i r e s

1 ,6  the  ho ld ing  company  to  l ega l l y  f o rego  f rom

L l  ove r ru l i ng  o r  o the rw ise  con t ro l - I i ng  dec i s ions

1 -B  o f  Pepco ,  t he re  i s  l rm  no t  awa re  o f  any

19  o the r  way  to  do  i t .  You  have  to  ca l l  i t  wha t

20  you ' r e  go ing  t o  ca l l  i t ,  and  un less  you  ca . l - I  i t

21 ,  t ha t ,  t he re  i s  con t ro l  because  con t ro l  i s

22  i nhe ren t  i n  t he  ho ld ing  company  fo rm.
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6 8 4

T h e  f a m o u s  q u o t e  f r o m  t h e  U . S .

2  S u p r e m e  C o u r t  i n  t h e  C o p p e r w e l d  c a s e ,  1 9 8 4 ,

3  h o l d i n g  c o m p a n y  a n d  s u b s i d i a r i e s ,  t h e

4  s u b s i d i a r i e s  a r e  l i k e  h o r s e s  b e i n g  d r a w n  b y  a

5  s i n g l e  c a r t  a n d  t h e  f e l l - o w  i n  c o n t r o l  o f  t h a t

6  c a r t  i s  r u n n i n g  t h o s e  h o r s e s  a n d  t h a t r s  t h e

J  r e l a t i o n s h i p  o f  a  s u b s i d i a r y  t o  a  h o l d i n g

8  c o m p a n y .  T h e r e ' s  n o  s e c r e t  a b o u t  i t .

C O M M I S S I O N E R  F O R T :  O n  P a q e  2 0  o f

1 0  y o u r  t e s t i m o n y ,  t u r n i n g  t o  a  d i f f e r e n t  i s s u e

1 1  n o w ,  L i n e s  B  t h r o u g h  1 0 ,  y o u  w e r e  t a l k i n g  a b o u t

L 2  a  c o n d i t i o n  t h a t  y o u  h a d  p r o p o s e d  t h a t  t h e

1 3  C o m m i s s i o n  s h o u l d  r e v i e w  e a c h  n e w  a c q u i s i t i o n

1 , 4  b y  E x e l o n  t h a t  t h e  C o m m i s s i o n  d e e m s

1 5  s i g n i f i c a n t .

T6 T H E  W I T N E S S :  Y e s ,  m a ' a m .  I  j u s t

1 1  w a n t  t o  b e  c l e a r  w i t h  r e s p e c t  t o  t h a t ,  t h e  l a s t

1 8  c a v e a t .

t9 I  i n  n o  w a y  w a s  p r o p o s i n g  t h a t  e a c h

2 0  a n d  e v e r y  T o m ,  D i c k  a n d  H a r r y  a c q u i s i t i o n  o r

2 L  v e n t u r e  E x e l o n  g e t s  i n v o l v e d  i n ,  t h e  C o m m i s s i o n

2 2  h a s  t o  s e n d  a l - I  t h e  s t a f f  t o  r e v i e w .  T h a t  t h e
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l -  commiss ion  wou ld  de f i ne  the  t ypes  o f

2  acqu is i t i ons  and  ven tu res  tha t  cou ld  cause  a

3  conce rn  e i t he r  by  magn i tude ,  by  t ype  o f

4  i ndus t r y ,  by  remoteness  f rom the  D is t r i c t ,  and

5  tha t  t he  Commiss ion  wou ld  rev iew  tha t ,  because

6  absen t  such  a  cond i t i on ,  wha t  you ' re  buy ing

7  i n to  he re  i s  no t  Exe lon  t odav .  I t ' s  Exe lon

8  today  p lus  wha teve r  acqu is i t i ons  they  make  in

9  t he  f u tu re .

10 T h e  p o i n t  I  h a d  m a d e  i n  m y  d i r e c t

1 1 -  t e s t i m o n y  w a s  t h a t  p r i o r  t o  2 0 0 5 ,  t h e  F e d e r a l

L 2  P u b l - i c  U t i l i t y  H o l d i n g  C o m p a n y  A c t  r e s t r i c t e d

1 3  t h o s e  a c q u i s i t i o n s ,  n o w  t h e r e  i s  n o n e .  S o  I

1 4  d i d n ' t  w a n t  t h e  C o m m i s s i o n  s h o u l d  i t  o t h e r w i s e

1 5  f i n d  m e r i t  i n  t h i s  t r a n s a c t i o n  t o  b e  l - i k e

1 6  f l l i n o i s  i s  t o d a y ,  w a t c h i n g  E x e l o n  a c q u i r e

I 1  P e p c o  a n d  h a v i n g  n o t h i n g  t o  s a y  a b o u t  i t .

1B COMMISSIONER FORT:  In  the  merqer

L9  p roceed ings  tha t  you  have  e i t he r  pa r t i c i pa ted

20  in  o r  t he  merge r  o rde rs  tha t  you  have  rev iewed ,

2 I  pa r t i cu l a r l y  I  guess  i n  t he  ones  s j - nce  2005 ,  i s

22  the re  any  s ta te  o r  Pub1 ic  Se rv i ce  Commiss ion
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1  t h a t  h a s  i n c l u d e d  s u c h  a  p r o v i s i o n ?

T H E  W I T N E S S :  T h e r e  i s  n o t  a  s h o r t

3 answer but  le t  me g ive you a medium answer and

4  you  w i l l  t e I I  me  i f  t ha t ' s  su f f i c i en t .  The  one

5  examp le  I  have ,  and  I  pu t  t h i s  i n  my  d i rec t

6  tes t imony ,  i s  t ha t  t he re  i s  a  Connec t i cu t

7  the  name o f  t he  agency  has  changed ,  bu t  we  w i I I

8  ca l l  i t  t he  Connec t i cu t  Commiss ion  i n  rev iew inq

9  a  te lecommun ica t i ons  t ransac t i on  i nvo l v inq  the

10  company  ca l l ed  F ron t i e r ,  t ha t  d id  have  a

11  cond i t i on  tha t  sa id  rough ly  speak ing  aga in ,  f

12  quo ted  i t  ca re fu l l y  i n  my  d i rec t  t es t imony ,  bu t

13  rough ly  speak ing ,  i t  says  i f  you  a re  go ing  to

L4  do  any th ing  i f  you ' re  go ing  to  make  any

15  o the r  acqu is i t i ons  the  nex t  two  yea rs ,  l e t  us

t6  know  f i r s t .  I  don r t  t h i nk  i t  spec i f i ca l l y  sa id

t7  we  w i l l  r ev i ew  i t ,  bu t  i t  d i dn ' t  say  we

18  wou ldn ' t .

L9 The  o the r  cavea t  I  wan t  t o  make  su re

20  you  know i s  t ha t  i n  some s ta tes ,  l f i scons j -n  i n

2L  pa r t i cu l a r ,  t he re  has  been  s i nce  t he  ' 80s ,  a

22  s ta tu te  t ha t  i t se l f  r es t r i c t s  t he  m ix i nq  o f
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1

2

3

4

5

6

B

9

10

11

L2

13

I4

15

1-6

1,7

18

19

20

21,

22

u t i l i t y  a n d  n o n u t i l i t y  b u s i n e s s e s .  T h e r e  i s  a

2 5  p e r c e n t  r u l e .  A g a i n ,  r o u g h l y  s p e a k i n g ,  a n d

I  q u o t e d  t h i s  i n  m y  d i r e c t  t e s t i m o n y  t h a t  t h e r e

c a n ' t  b e  a n  a c q u i s i t i o n  t h a t  w o u l d  m a k e  t h e

n o n u t i l i t y  b u s i n e s s e s  m o r e  t h a n  2 5  p e r c e n t  o f

t h e  t o t a l ,  a n d  f ' m  s i m p l y  p o i n t i n g  t h a t  o u t  a s

a n  e x a m p l e  o f  a  r e s t r i c t i o n  t h a t  w o u l - d  m a k e  a

s p e c i f i c  r e v i e w  p r o c e s s  I e s s  n e c e s s a r y .  T h o s e

a r e  t h e  t w o  e x a m p l e s ,  C o m m i s s i o n e r ,  t h a t  I

w o u l d  g i v e  y o u .

C O M M I S S I O N E R  F O R T :  O n  P a q e  2 4  o f

y o u r  t e s t i m o n y  o n  L i n e  3 ,  y o u  s a y  t h e  D i s t r i c t

I o s e s  t h e  b e n e f i t s  o f  a c r o s s  t h e  f e n c e  i n

b e n c h m a r k  c o m p e t i t i o n .  T h e n  y o u  g o  o n  t o  t a l k

a  b i t  a b o u t  t h e  B G C E  a n d  t h e  f a c t  t h a t  P e p c o

and BG&E wou ld  bo th  be  cont ro l led  bv  the  same

company.

As  I  read your  comments ,  I  th ink  on

P a g e  3 0 ,  y o u  c o n c l u d e  t h a t  t h e  s e t t l e m e n t  a l s o

d o e s  n o t h i n g  t o  a d d r e s s  a c r o s s  t h e  f e n c e

r i v a l s .  A s  I  r e a d  t h e  c o m m e n t s  i n  t h e  s t a t e s

t h a t  y o u  c i t e ,  t h o s e  a r e  a 1 l  s t a t e s  w h e r e  t h e
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1

2

3

4

5

6

7

d

1,0

11

L2

1"3

L4

15

I6

I7

18

I9

20

2L

22

mu l t i p le  compan ies  a re  ope ra t i ng  i n  t he  same

s ta te ,  BG&E neve r  ope ra ted  i n  t he  D i s t r i c t r  so

how was  you r  obse rva t i ons  re l -evan t  t o  the

D is t r i c t ?

T H E  W I T N E S S :  T h a n k  y o u ,

C o m m i s s j - o n e r .  I t ' s  r e l e v a n t  i n  t h e  f o l l o w i n g

r e s p e c t :  W h e n  w e  t a l k  a b o u t  b e n c h m a r k

c o m p e t i t i o n  a n d  a c r o s s  t h e  f e n c e  r i v a l r y ,  w e

a r e  t a l k i n g  a b o u t  t h e  f a c t  t h a t  t w o  c o m p a n i e s

tha t  a re  nearby  can be  compared by  human be ings

t h a t  I i v e ,  r e s i d e ,  w o r k  t o g e t h e r .  I n  o t h e r

w o r d s ,  i t ' s  q u i t e  s i m p l e  f o r  t w o  p e o p l e  w h o

w o r k  i n  t h e  D i s t r i c t ,  o n e  o f  w h o m  l i v e s  i n

M a r y l a n d ,  o n e  o f  w h o m  l i v e s  i n  t h e  D i s t r i c t ,  t o

h a v e  a  c o n v e r s a t i o n  a b o u t  h o w  i s  y o u r  u t i l i t y

c o m p a n y  d o i n g .

I n  o t h e r  w o r d s ,  i t ' s  t h e  f a c t  o f

a d j a c e n c y .  I t ' s  t h e  f a c t  o f  p r o x i m i t y  i n  a

p o p u l a t i o n  a r e a  w h e r e  p e o p l e ,  f a m i l y  m e m b e r s ,

c o w o r k e r s  c a n  g e t  i n t o  a  c o n v e r s a t i o n  a b o u t

q u a l i t y ,  a b o u t  r a t e s .  T h e  f a c t  t h a t  t h e  t w o

c o m p a n i e s  i n  C a l i f o r n i a  w e r e  i n  t h e  s a m e  s t a t e
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1
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10
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I4

15

I6

1,7

1B

L9

20

2T

22

w a s  n o t  w h a t  w a s  r e l e v a n t  i n  t h e i r  r e a s o n i n g .

W h a t  w a s  r e l e v a n t  i n  t h e  r e a s o n i n s

t h e r e  w a s  t h e i r  p r o x i m i t y ,  t h e i r  a d j a c e n c y .

T h e  f a c t  t h a t  t h e y  h a d  s u f f i c i e n t  s i m i l a r i t y  i n

s e r v i c e  t e r r i t o r i e s  a n d  l o a d  s h a p e s ,  t h a t  a

c o m p a r i s o n  w o u l - d  b e  v a l u a b l e .  I t ' s  n o t  t h e

f a c t  t h a t  t h e y  w e r e  i n  t h e  s a m e  j u r i s d i c t i o n .

I  h o p e  t h a t  m a k e s  s e n s e .

COMMISS]ONER FORT:  Do Vou Know

w h e t h e r  o r  n o t  t h e  D . C .  C o m m i s s i o n  d o e s  t h a t ?

T H E  W I T N E S S :  I  d o  n o t  k n o w  w h e t h e r

t h e y  d o  t h a t .  I t ' s  m y  r e c o n m e n d a t i o n  t h a t  t h e

C o m m i s s i o n  d o  t h a t  a s  w e l l  a s  c o m p a r e  P e p c o

w i t h  a n y  n u m b e r  o f  o t h e r  u t i l i t i e s  w h o s e

s i t u a t i o n s  a r e  c o m p a r a b l e .  M y  p o i n t  i s  t h a t  i t

i s  a  t o o f ,  a  r e g u l a t o r y  a c c o u n t a b i l i t y  t h a t  y o u

l o s e  w i t h  t h e  a c q u i s i t i o n .

C O M M I S S I O N E R  F O R T :  I  w a s  g o i n g  t o

a s k  a  q u e s t i o n  s p e c i f i c a l l y  a b o u t  o u r  D . C .  c o d e

p r o v i s i o n  t h a t  r e q u i r e s  t h e  C o m m i s s i o n  t o  l o o k

a t  s e v e r a f  t h i n g s  i n  t h e  c o u r s e  o f  d o i n g  t h e i r

r e v i e w  o f  a n y  w o r k ,  u t i l i t y  w o r k ,  a n d  i t
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d i r e c t s  u s  t o  l o o k  a t  p u b l i c  s a f e t y ,  t h e

e c o n o m y  o f  t h e  D i s t r i c t ,  t h e  p r e s e r v a t i o n  o f

n a t u r a l -  r e s o u r c e s  a n d  e n v i r o n m e n t a l  q u a l i t y .  I

a m  m i s s i n g  t h e  s p e c i f i c  l a n g u a g e r  s o  I ' m  n o t

g o i n g  t o  q u o t e  t h e  f o u r t h  o n e .

I n  h o w  v o u  d e f i n e  w h a t  a  C o m m i s s i o n

s h o u l d  l o o k  a t  o n  a  c h a n q e  o f  c o n t r o l

t r a n s a c t i o n  I i k e  t h i s  o n e ,  a r e  y o u  s a y i n g  t h a t

w e  c a n  o n l y  l - o o k  a t  t h o s e  e l e m e n t s  t h a t  d e a l

w i t h  t h e  c o u p l i n g  o f  t h e  c o m p a n i e s  a n d  t h e

m o n e t a r y  b e n e f i t s  o r  b u r d e n s  o n  t h e  c o u p l i n g  o f

t h e  c o m p a n i e s  t h a t  t h a t  D . C .  s t a t u t o r y  l a n g u a g e

d o e s  n o t  g i v e  t h i s  C o m m i s s i o n  a  b r o a d e r

m a n d a t e ,  I  g u e s s  i s  t h e  r e a l  b o t t o m  l - i n e

q u e s t i o n .

T H E  W I T N E S S :  T h a n K  v o u .  I  w a n t  t o

a n s w e r  y o u r  q u e s t i o n  y e s ,  s o  t h a t  I  a m  b e i n g

d i r e c t  b u t  I  w a n t  t o  m a k e  s u r e  I  e x p l a i n  m y s e l f

c a r e f u l l y .  T h e  l i s t  o f  f a c t o r s  t h a t  t h e

s t a t u t e  r e q u i r e s  y o u ,  i n v i t e s  y o u ,  r e q u i r e s  y o u

t o  e x a m i n e  a r e  a  l i s t  o f  f a c t o r s  t h a t  a r e

c o n n e c t e d  b y  t h e  l a n g u a g e  t o  t h e  w o r d
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1  conso l i da t i on ,  and  so  to  emphas ize  the

2  fundamen ta l  d i f f e rence  be tween  my  tes t imony  and

3  the  company ,  t he  company ' s  pos i t i on ,  i s  t ha t  my

4  tes t imony  bo th  as  an  i n te rp re ta t i on  o f  t he

5  s ta tu te  and  a l so  as  a  ma t te r  o f  po l i c y  i s  t ha t

6  one  mus t  l ook  a t  a I I  o f  t hose  fac to rs  tha t  you

7  re fe r red  to  and  the  o the rs ,  and  o the rs  tha t  a re

8  cons i s ten t  w i th  the  words  pub l i c  i n te res t ,  bu t

9  one  mus t  assoc ia te  them w i th  the  word

10  conso l i da t i on  and  f  use  the  ph rase  coup l i ng  o f

11  compan ies  j us t  t o  d i s t i ngu i sh  wha t  we  mean  by

L2  conso l i da t i on  as  d i s t i nc t  f r om packages  o f

13  bene f i t s  t ha t  a re  pu t  f o rward  as  pa r t  o f

1 ,4  l i t i ga t i on  s t r a tegy .

15 S o  f  a m  a r g u J - n g  b o t h  a s  a  m a t t e r  o f

1 , 6  s t a t u t o r y  a u t h o r i t y ,  y e s ,  t h e  C o m m i s s i o n  w o u l d

1 , 7  b e  i n  e r r o r  t o  c o n s i d e r  t h e s e  t h i n g s ,  a n d  I

1 8  r e c o g n i z e  t h a t r s  n o t  a  p o s i t i o n  t h a t  a n y b o d y  - -

L 9  t h a t  m o s t  p e o p l e  i n  t h e  r o o m  w i l - I  a g r e e  w i t h ,

2 0  b u t  I  w i I I  a l s o  a r g u e  a s  a  m a t t e r  o f  p o l i c y  a n d

2 1 ,  I  p o i n t e d  o u t  i n  b o t h  m y  d i r e c t  a n d  m y

2 2  s u p p l e m e n t a l  t e s t i m o n y  t h a t  t h e  p o l i c y  p r o b l e m
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1  i s  t ha t  i f  one  cons ide rs  a I I  t hose  o the r

2  f ac to r s  d i sassoc ia ted  f r om the  conso l i da t i on ,

3  tha t  one  i s  g i v ing  p re fe rences  to  acqu i re rs  who

4  have  the  resou rces  to  make  those  o f fe rs ,  and

5  l o t s  o f  r esou rces  may  be  a  g rea t  qua l i f i ca t i on

6  t o  con t ro l  Pepco ,  bu t  i t  i sn ' t  necessa r i l y  t he

7  r i gh t  qua l i f i ca t i on  and  so  t ha t ' s  my  conce rn .

T h a t  t h e r e  c o u l d  b e  s o m e  o t h e r

9  a c q u i r e r  o u t  t h e r e  w h o  c o u l - d  b e  a  b e t t e r  a n d

1 0  " m o r e  w i l l i n g  p a r t n e r "  b u t  d o e s n ' t  h a v e  t h e

1 - 1  r e s o u r c e s  o r  t h e  c y n i c i s m  t o  b r i n g  f a c t o r s  i n ,

1 , 2  i n  t e r m s  o f  t h e  b e n e f i t s  t h a t  a r e  u n r e l - a t e d  t o

1 3  t h e  c o n s o l i d a t i o n .

T4 T o  m e ,  i t ' s  t h e  f u n d a m e n t a l  q u e s t i o n

1 5  o f  y € s r  t h e  C o m m i s s i o n ' s  a u t h o r i t y  a n d  a l s o

L 6  w h a t  m a k e s  a p p r o p r i a t e  m e r g e r  p o l i c y .

L 7

l _ 6

C O M M I S S I O N E R  F O R T :  T h a n k  y o u .

T H E  W I T N E S S :  T h a n k  y o u  f o r  y o u r

t 9  ques t i ons ,  Commiss  j -one r .

20 CHAIRMAN KANE:  Thank vou.  Le t  me

2L  ge t  back  t o  whe re  my  ques t i ons  a re .

22 f n  t h e  C o m m i s s i o n ' s  o r d e r  r e j e c t i n g

Capital Reporting Company
Formal Case No. 1119 (Volume III) 12-04-2015

(856) M8 - DEPO
www.CapitalReportingCompany.com @ 2015



Capital
Formal Case No.

Reporting Company
1119 (Volume III) 12-04-2015

693

L  the  deny ing  the  o r i g ina l  app l i ca t i on  and

2  f i nd ing  i t  was  no t  i n  t he  pub l i c  i n te res t ,  t ha t

3  i s  O rde r  No .  11947 .  I n  i t s  conc lus i ons ,  i n

4  Conc lus i on  No .  000 ,  I  w i l l  j u s t  quo te  i t  f o r

5  you  because  i t ' s  j us t  one  l i ne .

T h e  C o m m i s s i o n  c o n c l - u d e s  t h a t

7  E x e l o n ' s  o w n e r s h i p  o f  a d d i t i o n a l

B  n o n j u r i s d i c t i o n a l  b u s i n e s s  i n t e r e s t s  i n

9  g e n e r a l ,  a n d  i t s  o w n e r s h i p  o f  n u c l e a r

1 0  o p e r a t i o n s  i n  p a r t i c u l a r ,  w i l l  h a v e  a n  i m p a c t

1 1  o n  P e p c o  a n d  c o u l d  h a v e  a  n e g a t i v e  i m p a c t  o n

1 , 2  D i s t r i c t  r a t e p a y e r s  i f  t h e  p r o p o s e d  m e r g e r  i s

1 3  a p p r o v e d .

! 4 D o  y o u  r e c a l l  y o u  w o u l d  a c c e p t

1-5  tha t  i s  what  tha t  f ind i -ng  was,  o r  tha t

1 6  c o n c l u s i o n  w a s .

1,7

l_8

T H E  W I T N E S S :  Y e s ,  m a ' a m .

CHAIRMAN KANE:  In  vour  examinat ion

L 9  o f  t h e  n o n u n a n i m o u s  s e t t l e m e n t  a g r e e m e n t ,  d i d

2 0  y o u  f i n d  a n y t h i n g  t h a t  w o u l d  a d d r e s s  t h a t

2 L  c o n c l u s i o n  t h a t  t h e  C o m m i s s i o n  h a d  m a d e  a n d

2 2  m i t i g a t e  t h a t  c o n c l u s i o n ?

(866) M8 - DEPO
www.CapitalReportingCompany.com @ 2015



Capital
Formal Case No.

Reporting Company
1119 (Volume III) 12-04-2015

694

T H E  W I T N E S S :  C o m m i s s i o n e r  M a d a m

2  Cha : - r ,  excuse  me .  I  d id  f i nd  e lemen ts  tha t

3  sough t  t o  add ress  the  conce rn  and  I  f ound  them

4 inadequa te .  The  may  I  g i ve  you  a  few

5  examp les?

C H A I R M A N  K A N E :  Y e s ,  p l e a s e .

T H E  W I T N E S S :  S o  o n e  w a s  t h e

B commi tment  tha t  PHI  wou ld  no t  inves t  in

9  n o n u t i l i t v  b u s i n e s s e s  w i t h o u t  C o m m i s s i o n

1 0  p e r m i s s i o n .  T h a t  c h a n g e s  n o t h i n g  a b o u t  t h e

1 1  u n r e s t r i c t e d  n a t u r e  f o l l o w i n g  t h e  r e p e a l  o f  t h e

L 2  P u b l i c  U t i l i t y  H o l d i n g  C o m p a n y  A c t ,  v e n t u r e s

13 e l -sewhere  in  the  Exe lon  Ho ld ing  Company,  and so

1 4  I  f r a n k l y  f o u n d  t h a t  r e s t r i c t i o n  o n  P H I  a s

1 5  i r r e l e v a n t  f r o m  a  p o l i c y  p e r s p e c t i v e  a n d  n e a r l y

1 6  i r r e l e v a n t  f r o m  a  l e g a l  p e r s p e c t i v e  b e c a u s e  i f

L 7  P H I  w e r e  t o  h e a d  d o w n  t h a t  p a t h  a n d  t h e r e  w e r e

1 8  n o  s i g n s  t h a t  i t  w a s  d o i n g  s o ,  b u t  w e r e  P H I  t o

1 9  h e a d  d o w n  t h a t  p a t h ,  I  w o u l d  i m a g i n e  t h e

2 0  C o m m i s s i o n  c o u l d  f i n d  a  w a y  t o  g r a b  t h e m  b y  t h e

2 l  l a p e l s  a n d  a s k  w h a t  i s  g o i n g  o n .  T h a t  i s  N o .

2 2  1 _ .
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N o .  2  a n d  I  w a n t  t o  b e  f a i r  t o  t h e

n o n u n a n i m o u s  s e t t l e m e n t  b e c a u s e  t h e r e  w a s  a n

e f f o r t .  T h e r e  w a s  t h e  a d d i t i o n s  t o  t h e  r i n q

f e n c i n g  p r o v i s i o n s .  R e m e m b e r  t h a t

fundamenta l l y ,  what  we are  wor r ied  about  when

t h e  h o l d i n g  c o m p a n y  i n v o l v e s  i t s e l f  i n

n o n u t i l i t y  b u s i n e s s e s  i s  d i s t r a c t i o n  o f

m a n a g e m e n t ,  c o m p e t i t i o n  f o r  c a p i t a l ,  a n d  t h e

p o s s i b i l i t y  t h a t  t h e  l e n d i n g  c o m m u n i t y  a n d  t h e

r a t i n g  a g e n c i e s  t h a t  a d v i s e  t h e  l e n d i n g

c o m m u n i t y  w i l l  s t a r t  t o  v i e w  P e p c o  a s  u n d e r

p r e s s u r e  t o  p r o d u c e  m o r e  m o n e y  o r  c u t  c o s t s  a n d

t h e r e f o r e ,  w e  m i g h t  f i n d  h i g h e r  c a p i t a l  c o s t s ,

e i t h e r  i n  t e r m s  o f  d e b t  i s s u e d  b y  P e p c o  o r

e q u i t y  i s s u e d  b y  E x e l o n .

T h e r e  i s  n o t h i n g  i n  t h e  r i n g  f e n c i n g

p r o v i s i o n s  t h a t  a d d r e s s e s  t h a t  m a t t e r  .  Z e r o .

R i n g  f e n c j - n g  i n  g e n e r a l  i s  i n t e n d e d  t o  p r e v e n t

t h e  c a l a m i t y  o f  a n  E x e l o n  b a n k r u p t c y  l e a d i n g  t o

a  p u l l i n g  i n  o f  t h e  P e p c o  i n t o  t h e  b a n k r u p t c y

p r o c e e d i n g .  T h a t  i s  w h a t  r i n g  f e n c i n g

g e n e r a l l y  d o e s .  T h o s e  a r e  t h e  t w o  p o i n t s  t h a t
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c a m e  t o  m i n d .  O n e  b e i n g  t h e  P H I  r e s t r i c t i o n .

T h e  o t h e r  b e i n g  s o m e  t i g h t e n i n g  u p  o f  t h e  r i n g

f e n c i n g .

For  me,  what  I  came away w i th  w i th

the  r ing  fenc ing ,  Madam Cha j - r ,  was  what  i s  the

n e t  e f f e c t  o f  t h e  m e r g e r ?  O n e  c a n  s d y ,  a s  m y

c h e r i s h e d  c o l l e a g u e ,  M r .  S m i t h  s a i d  y e s t e r d a y ,

t h a t  t h i s  s e t t l e m e n t  i s  b e t t e r  t h a n  o t h e r

s e t t l e m e n t s ,  b u t  t h a t  i s  a  l i t t l e  b i t  l i k e

c o m p a r J - n g  t w o  r e s t a u r a n t s  b a s e d  o n  t h e  q u a l i t y

o f  t h e  f r e e b i e  t h e y  g i v e  y o u  w h e n  t h e y  l e a v e .

Y o u  c o m p a r e  t w o  r e s t a u r a n t s  b a s e d  o n

t h e  f u l l -  p i c t u r e  o f  w h a t  y o u r  e x p e r i e n c e  i s .

Y o u  c o m p a r e  t w o  t r a n s a c t i o n s  b a s e d  o n  t h e

m e r g e r  a n d  t h e  s e t t l - e m e n t .  T o  c o m p a r e  j u s t  t h e

s e t t l e m e n t s ,  t o  s a y  t h a t  t h e  r i n g  f e n c i n g

p r o v i s i o n s  a r e  b e t t e r  h e r e  t h a n  t h e y  w e r e

s o m e w h e r e  e l s e ,  d o e s n ' t  a n s w e r  t h e  q u e s t i o n ,

a r e  w e  b e t t e r  o f f  i n  t h e  D i s t r i c t  w i t h  t h i s

t r a n s a c t i o n  o r  w i t h o u t  i t .

T h e  p o i n t  t h a t  I  t h i n k  n o  w i t n e s s

c a n  d i s a g r e e  w i t h ,  i s  t h a t  t h e  r i s k s  a r e  n o t
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1  e l - i m i n a t e d  b y  t h e  r i n g  f e n c i n g  a n d  s o  t h e  r i s k s

2  h a v e  g r o w n ,  t h e  r i n g  f e n c i n g  h a s  g r o w n ,  b u t  t h e

3  r i s k s  h a v e  g r o w n  m o r e  t h a n  t h e  r i n g  f e n c i n g  a n d

4  t h e  D i s t r i c t  i s  w o r s e  o f f  n o t  b e t t e r  o f f  a f t e r

5  t h e  t r a n s a c t i o n .  T h e r e  m a y  b e  o t h e r s ,  I  d o n ' t

6  m e a n  t o  b e  c h e a p ,  b u t  t h o s e  a r e  t h e  t w o  t h a t

7  c a m e  t o  m i n d .

CHAIRMAN KANE:  Thank you.  On Page

9  LB  o f  you r  t es t imony  s ta r t i ng  on  L ine  7 I ,  t h i s

10  i s  a  fo l l owup  to  the  I i ne  o f  ques t i on ing ,  you r

11  subhead ing  i s  D ,  consumers  rema in  a t  r i sk  fo r

L2  Exe fon ' s  o the r  bus inesses ,  cu r ren t  and  f u tu re ,

13  and  you  l i s t  t he re ,  t he  gene ra t i on  i n te res t s

L4  t ha t  f ace  mu l t i p l e  r i s ks ,  ope ra t i ona l -  r i s ks ,

15  c l ima te  change  r i s ks ,  I ow  cos t  sh ie l d  r i s ks ,

L6  nuc lea r  spec i f i c  r i s ks ,  and  you  say  w i t h  t he

I7  2005  repea l  o f  t he  Fede ra l  Pub l i c  U t i l i t y

18  Ho ld i ng  Ac t  o f  1935 ,  Exe lon  can  now  make

1-9  add i t i ona l  acqu is i t i ons  un l im i ted  by  geograph ic

20  o r  t ype  o f  bus iness  boundar ies  un less  the

2 t  Commi -ss ion  ac ts .

22 W h a t  k i n d  o f  a c t s  w o u l d  a

(866) M8 - DEPO
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l -  Commiss ion ,  t h i s  Commiss ion  o r  a  Commiss ion  be

2  ab le  to  take  to  face  o r  t o  m i t i qa te  the

3  exposu re  to  those  k inds  o f  r i sks  s ince  the

4  Federa l  Pub I i c  U t i l i t y  Ho ld ing  Company  Ac t

5  pe rm i t s  t hem.

THE V i l ITNESS:  The I  want  to  q ive

7  y o u  a  l e g a l  a n s w e r  f i r s t  a n d  t h e n  a  p o l i c y

8  a n s w e r .  T h e r e  i s  n o  d i s p u t e  a m o n g  a n y  l a w y e r

9  tha t  I  know,  and I  was  invo lved in  the  Ho ld ing

1 0  C o m p a n y  A c t  d e b a t e  f o r  t h e  f i r s t  t i m e  f

1 1  t e s t i f i e d  b e f o r e  C o n g r e s s ,  I  w a s  a c t u a l  l y

L 2  r e a d i n g  s o m e b o d y  e l s e ' s  t e s t i m o n y .  I  w a s  a  l a w

1 3  s t u d e n t ,  i t  w a s  L 9 8 2 .

I 4 B u t  s t a r t i n g  i n  ' 8 9 ,  I  w a s  m y s e l f  a

1 5  d i r e c t  w i t n e s s  t e n  t i m e s  o v e r  t h e r e .  N o b o d y

L 6  v i e w s  t h e  r e p e a l  o f  t h e  H o l d i n g  C o m p a n y  A c t  a s

L 7  l e g a l l y  p r e e m p t i v e  o f  s t a t e s .  I  w a n t  t o  b e

1 8  s u r e  t h a t  i s  a  h u n d r e d  p e r c e n t  c l e a r .  I

1 9  e x p l a i n e d  t h a t  i n  m y  d i r e c t  t e s t i m o n y .

20 I n  f a c t r  o r r  s o  m a n y  o c c a s i o n s ,  a s  I

2L  was  tes t i f y i ng  be fo re  Congress ,  p roponen ts  o f

22  repea l  wou ld  regu la r l y  sdy ,  we  don ' t  need  t he
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f e d e r a l -  a c t  b e c a u s e  t h e  s t a t e s  c a n  h a n d l e  i t .

So  what  the  in ten t  was  was to  remove the

f e d e r a l  r e s t r i c t i o n s  o n  a c s u i s i t i o n s .  T h e r e

w a s  n o  s t a t u t o r v  i n t e n t  t o  r e s t r i - c t  w h a t  s t a t e s

c a n  d o .

So I  want  to  make sure  tha t  leqa l

c o n t e x t  w a s  a  h u n d r e d  p e r c e n t  c l e a r .  N o  o n e

c a n  t e l l  y o u  t h a t  y o u ' r e  b a r r e d  f r o m  - -  I ' m  n o t

a d v i s i n g  t h i s .  N o  o n e  c a n  t e l l  y o u  t h a t  y o u

a r e  b a r r e d  f r o m  r e e n a c t i n g  t h e  H o l d i n g  C o m p a n y

A c t  i n  t o t o  a t  D i s t r i c t  C o u n c i l  l e v e l - .

But  Lhe answer  tha t  f  qave and I

w i l l  g i v e  t o  y o u  t o  y o u r  q u e s t i o n s  i s  t h e  o n e

t h a t  f  g a v e  t o  C o m m i s s i o n e r  F o r t  a n d  d e s c r i b e d

i n  m y  d i r e c t  t e s t i m o n y ,  i s  t h a t  i f  y o u  w a n t e d

t o  e n s u r e  t h a t  t h e  E x e l o n  y o u  a r e  a p p r o v i n g  i s

t h e  E x e l o n  y o u  w i l l  r e m a i n  c o m f o r t a b l e  w i t h ,

y o u  d o n ' t  j u s t  p u t  a  q u a r t e r  i n  t h e  m e t e r  a n d

w a t c h  w h a L  h a p p e n s .  Y o u  s a y  a s  a  c o n d i t i o n  o f

t h e  m e r g e r ,  a n y  a c q u i s i t i o n s  o f  t h e  f o l l o w i n g

c h a r a c t e r i s t i c s  w o u l - d  n e e d  t o  c o m e  t o  t h e

C o m m i s s i o n  f o r  r e v i e w  a n d  a p p r o v a l  f i r s t .
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N o w  I r m  n o t  s a y i n g  t h a t r s  g o i n g  t o

2  b e  f u n .  I ' m  n o t  s a y i n g  i t ' s  g o i n g  t o  b e

3  p r e t t y ,  f  ' m  n o t  s a y i n g  j - t ' s  n o t  g o i n g  t o

4  r e q u i r e  a  h e c k  o f  a  l o t  o f  s t a f f  t i m e  a n d

5  b o t h e r ,  b u t  t h o s e  a r e  a I I  t h e  r e a s o n s  t o  a s k

6  w h a t  a r e  w e  g e t t i n g  i n t o .

CHAIRMAN KANE:  Outs ide  o f  the

B  y o u  h a v e  s p o k e n  o f  o t h e r  u t i l i t y  m e r g e r s  i n

9  y o u r  t e s t i m o n y  a n d  y o u  u s e d  t h e  w o r d

1 0  c o n s o l i d a t i o n  a s  a  s u b s t i t u t e  f o r  t h e  w o r d

1 1  m e r g e r .  W o u l d  y o u  a g r e e  t h a t  w h a t  i s  a c t u a l l y

L 2  b e i n g  a p p l i e d  f o r  h e r e ,  i t ' s  a c t u a l l y  i n  t h e

1 3  t i t l - e  o f  w h a t  t h e  a p p l i c a t i o n  i s ,  i s  a  " c h a n g e

L 4  o f  c o n t r o l ?  "

15 I t r s  a n  a p p l i c a t i o n  f o r  a  c h a n g e  o f

1 , 6  c o n t r o l - .

1 , 7  T H E  W I T N E S S  :  Y e s ,  m a  I  a m ,  I  a g r e e

1 8  w i t h  t h a t .

t_9 CHAIRMAN KANE:  Outs ide  o f  the

20  u t i l i t y  sec to r ,  a re  you  aware  o f  me rge rs  t ha t

2 I  have  occu r red  where  the  company  tha t  i s  be ing

22  acqu i red  re ta i ns  con t ro l  ove r  s i gn i f i can t
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p o r t i o n s  o f  i t s  b u s i n e s s ?

T H E  W I T N E S S :  I  c a n r t  t e I I  v o u  t h a t

I  have s tud ied  th is  in  a  way tha t  I  have

s t u d i e d  t h i s  m e r g e r .  I ' m  n o t  a n  e x p e r t  o n

N o .  1 .

N o .  2 ,  m y  a n s w e r  w o u l d  d e p e n d  o n  h o w

y o u  a n d  I  d e f i n e  c o n t r o l .  L e t ' s  t a k e  t h e

f a m o u s  e x a m p l e  o f  W a r r e n  B u f f e t  a n d  B e r k s h i r e

H a t h a w a y ,  w h a t  t h i s  h o l d i n g  c o m p a n y  s e e m s  t o

s p e c i a L L z e  i n  i s  b u y i n g  c o m p a n i e s  t h a t  a r e  r u n

w e l l ,  b u y i n g  c o m p a n i e s  t h a t  a r e  i d e n t i f i e d  a s

be ing  run  weI I  by  h igh ly -competent

p r o f e s s i o n a l s ,  a n d  t h e n  l e a v e  t h e m  a . l - o n e .

N o  o n e  w o u l d  c o n f u s e  W a r r e n  B u f f e t

w i t h  b e i n g  a n  e x p e r t  o n  r e i n s u r a n c e  b u s i n e s s  o r

b e i n g  a n  e x p e r t  o n  u t i l i t y  b u s i n e s s .  W h a t  h e

s e e m s  t o  d o  a t  h i s  h o l d i n g  c o m p a n y  l e v e l  i s

a c q u i r e  c o m p a n i e s  a n d  t h e n  l e t  t h e m  c o n t r o l ,

b e c a u s e  j - t ' s  t h a t  v e r y  c o n t r o l -  t h a t  h a s  m a d e

t h e m  a t t r a c t i v e  a s  a c q u i s i t i o n s .

Now whether  there  is  some language

i n  h i s  a c q u i s i t i o n  a g r e e m e n t s  t h a t  s a y s ,  w e l I ,
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i f  w e  d o n ' t  l i k e  w h a t  i s  g o i n g  o n  d o w n s t a i r s ,

w e ' r e  g o i n g  t o  r e a c h  o v e r  a n d  d o  i t ,  I  d o n ' t

k n o w .  S o  I  c a n r t  a n s w e r  y o u r  q u e s t i o n  w i t h

s p e c i f i c i t y .  I  t h i n k  t h a t .  q u e s t i o n  o f  w h e t h e r

y o u  a r e  g o i n g  t o  c o n t r o l  d e p e n d s  o n  t h e  r e a s o n s

f o r  a c q u i r i n g .

CHAIRMAN KANE:  I  asked tha t

q u e s t i o n  f o r  a n o t h e r  r e a s o n ,  b e c a u s e  o n e  c o u l d

c o n c l u d e ,  a n d  f  w a n t  y o u  t o  t e l l  m e  i f  i t  w o u l d

b e  a  p r o p e r  c o n c l u s i o n ,  f r o m  t h e  c o n c e r n s  t h a t

y o u  h a v e  r a i s e d  i n  y o u r  t e s t i m o n y ,  t h a t  g i v e n

t h e  P u b l - i c  U t i l i t y  H o l d i n g  C o m p a n y  A c t ,  g i v e n

t h e  w a y  u t i l i t y  b u s i n e s s  o p e r a t e s ,  t h a t  i t

w o u l d  n o t  b e  p o s s i b l e  t o  r e a l l y  h a v e  a  m e r g e r

b e c a u s e  o f  t h e  c h a n g e  i n  c o n t r o l  t h a t  w o u l - d

o c c u r ,  a n d  m y  q u e s t i o n  w e n t  t o  w o u l d  t h e r e  b e

w a y s  t o  d o  a  m e r g e r ,  t f  y o u  w i I I ,  t h a t  d i d  n o t

r e q u i r e  o r  r e s u l t  i n  t h e  a c q u i r e d  c o m p a n y

hav ing  to  g ive  up  to  a  parent  company the

c o n t r o l ,  o p e r a t i n g  c o n t r o l ,  o t h e r  k i n d s  o f

c o n t r o l ,  b u d g e t  c o n t r o l ,  o v e r  i t s  b u s i n e s s .

T H E  W I T N E S S : I  a p o l o g i z e .  I  m i g h t
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l -  n o t  u n d e r s t a n d  t h e  q u e s t i o n  w e l l .  S o  i f  m y

2  a n s w e r  i s n ' t  r e s p o n s i v e ,  t e l l  m e .

I  - -  I  t h ink  my  answer  to  you r

4  q u e s t i o n ,  L f  f  u n d e r s t a n d  i t ,  i s  t h e  s a m e  t h a t

5  I  g a v e  t o  C o m m i s s  j - o n e r  F o r t .

Bu t  i f  wha t  you ' r e  ask ing  i s  i s  i t

7  p o s s i b l e  f o r  a  P e p c o  o r  a  u t i l i t y  t o  o p e r a t e

B  c o n s i s t e n t l y  w i t h  t h e  s t a n d a r d s  t h a t  a r e

9  e x p e c t e d  o f  i t  b y  i t s  r e g u l a t o r ,  w h i l e

1 0  r e t a i n i n g  t h e  t y p e  o f  l e g a l  c o n t r o l  t h a t  I ' v e

1 1  a r g u e d  f o r  a n d  t h a t  f ' v e  s a i d  w o u l d  b e  l o s t

L 2  h e r e ,  t h e  a n s w e r  i s  c e r t a i n l y  y e s .

13 I n  o t h e r  w o r d s ,  i f  w e  w e r e  i n  t h a t

L 4  v e r y  a d m i t t e d l y  u n u s u a l  c a t e g o r y  w h e r e  a

1 5  h o l d i n g  c o m p a n y  I e g a l l y  c e d e d  i t s  o t h e r w i s e

L 6  t y p i c a l  s h a r e h o l d e r  c o n t r o l ,  c o u 1 d  t h e  u t i l i t y

L l  s t i l l  o p e r a t e  w e l l ,  I  s e e  n o  r e a s o n  w h y  n o t .

18 The re rs  s t i l l  t h i s  sues t i on  t ha t  vou

t 9  r a i s e d  i n  y o u r  o r d e r  y o u r  r e j e c t i o n  o r d e r  o f

2 0  w h a t  h a p p e n s  w h e n  t h e  u t i l i t y  n e e d s  e q u i t y  a n d

2 1 ,  i t s  o n l y  p a t h  t o  e q u i t y  i s  t o  t h e  h o l d i n g  w h e n ,

2 2  w h e r e a s  t o d a y  i t s  p a t h  t o  e q u i t y  w a s  m o r e
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1  d i r ec t .

2

3 that  the hold ing company that  has g iven up

4  con t ro l  i s  now expec ted  to  s i t  t he re  and  go  ou t

5  and  ra i se  equ i t y  f o r  t he  company  i t  can r t

6  con t ro l ,  and  tha t  wou ld  pu t  any  CEO o f  t he

7  ho ld ing  company  i n  a  pos i t i on  o f  d i scomfo r t .

A n d  I  a p o l o g i z e  i f  I ' v e  n o t  a n s w e r e d

9  you r  ques t i on .

10 C H A I R M A N  K A N E :  N o .  I  t h i n k  p e r h a p s

1 1  y o u ' v e  a n s w e r e d  i t  w h e n  y o u  g a v e  t h e  W a r r e n

L 2  B u f f e t t  k i n d  o f  e x a m p l e ,  t h a t  i s  t h e r e

1 3  o u t s i d e  o f  t h e  u t i l i t y  m o d e l  o r  e x a m p l e  t h a t

7 4  t h e r e  a r e  w a y s  t o  d o  a  m e r g e r  a n d  a c q u i s i t i o n

1 5  t h a t  d o e s  n o t  i n v o l v e  c e d i n q  t o t a l  c o n t r o l  t o  a

1 , 6  p a r e n t .

I 1 T H E  W I T N E S S :  A g a i n ,  a s  a  p r a c t i c a l

18  ma t te r ,  yes ,  I  wou ld  ag ree  w i t h  t ha t .

I n  a  sense ,  wha t ' s  go ing  on  t he re  i s

May  I  j us t  g i ve  you  one  e l -abo ra t i on?

CHAIRMAN KANE: Yes.

THE WITNESS:  I  t h i nk  wha t ' s  so

19

20

21,

22  impor tan t  and  I  emphas ized  th i s  i n  my
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I  supp lemen ta l  t es t imony .

W h a t ' s  s o  i m p o r t a n t  i s  t h e  m o t  j - v e

3  f o r  t h e  c o n s o l i d a t i o n  a n d  a l - s o  t h e  c o m p e t i t i v e

4  c o n t e x t  i n  w h i c h  i t  o c c u r s .

I n  t he  u t i l i t y  con tex t ,  t he

6  c o m p e t i t i v e  c o n t e x t  a t  b o t t o m  i s  o n e  o f  n o

7  c o m p e t i t i o n ,  b e c a u s e  w h a t ' s  b e i n g  a c q u i r e d  h e r e

8  i s  c o n t r o l  o f  a  f r a n c h i s e  t o  p r o v i d e  a  m o n o p o l y

9  s e r v i c e  d i s t r i b u t i o n  s e r v i c e  t h a t  i s  a n  S O S

1 0  s e r v i c e .  I  r e c o g n i z e  t h e  D i s t r i c t  h a s  r e t a i l

1 1  c o m p e t i t i o n ,  b u t  t h e  a c q u i s i t i o n  h e r e  i s  t h e

t 2  a c q u i s i t i o n  o f  a  c o m p a n y  t h a t  r e t a i n s  t h e

1 3  m o n o p o l y  o v e r  d i s t r i b u t i o n .

L 4 A n d  s o  b e c a u s e  w h a t  I  s  b e i n q  a c q u i r e d

1-5  i s  acqu is i t i on  o f  con t ro l  o f  cus tomers  ra the r

1 ,6  than  acqu is i t i on  o f  an  oppor tun i t y  t o  compe te

L7  fo r  cus tomers ,  t he re  i s  a  fundamen ta l

18  d l f f e rence .

L9 T o  c l a r i f y ,  l e t ' s  t a l k  a b o u t  a

20  merge r  i n  a  nonu t i l i t y  con tex t .  And  l e t ' s  no t

2 I  t h ink  abou t  one  o f  t he  b ig  te lecom merge rs

22  where  peop le  a re  accus ing  them o f  t r y  t o
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1

2

J

4

5

6

I

U

9

10

11

I2

13

L4

15

16

L7

1B

T9

20

2 t

22

c o n t r o l  t h e  t h e  h i g h w a y s .  L e t r s  j u s t  t a l k

a b o u t  a  a  m e r g e r  o f  t w o  s u p e r m a r k e t s  i n  a n

o t h e r w i s e  c o m p e t i t i v e  m a r k e t .

V f , h a t  y o u ' r e  a c q u i r i n g  i s  t h e

o p p o r t u n i t y  t o  c o m p e t e  i n  t h a t  m a r k e t .  Y o u r r e

n o t  a c q u i r i n g  a  f r a n c h i s e  o f  a  m o n o p o l y .  A n d

s o r  w h e n  y o u ' r e  a c q u i r i n g  a n  o p p o r t u n i t y  t o

c o m p e t e  i n  t h a t  m a r k e t ,  y o u  a r e  d i s c i p l i n e d .

T h e  a c q u i - r e r  i s  d i s c i p l i n e d  b y  t h a t  f a c t  o f

c o m p e t i t i o n .  A n d  t h a t  d i s c i p l i n e ' s  g o i n g  t o

p e r v a d e  t h e  a c q u i s i t i o n  d e c i s i o n .

I t  I  s  go ing  to  a f fec t  how much am I

w i l l i n g  t o  p a y  f o r  t h i s  t a r g e t ?  B e c a u s e  f ' m

g o i n g  t o  h a v e  t o  f i n d  a  w a y ,  e i t h e r  t h r o u g h

s a v i n g s  t o  c u t  c o s t s  o r  e x t r a o r d i n a r y  i n c r e a s e s

i n  q u a l i t y  t o  a t t r a c t  m o r e  c u s t o m e r s .

T h a t  d i s c i p l i n e  i s  w h a t  t e n d s  t o

a l i g n  t h e  m o t i v e  o f  t h e  a c q u i r i n g  c o m p a n y  w i t h

t h e  p u b l i c  i n t e r e s t  a n d  t h e  i n t e r e s t  o f

c o n s u m e r s .  T h a t ' s  t h e  t h e o r y  o f  c o m p e t i t i o n .

I s  i t  a l w a y s  i n  p r a c t j - c e  t h a t  w a y ?  N o .  P e o p l e

i n  n o n r e g u l a t e d  m a r k e t s  a c g u i r e  f o r  c o n t r o l
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l -  a l s o .

z B u t  t h e  f u n d a m e n t a l  d i f f e r e n c e  h e r e ,

3  Madam Cha i r ,  i s  t ha t ,  when  you ' re  acqu i r i ng  a

4  company  wh ich  i s  a  monopo ly ,  wha t  you ' re

5  acqu i r i ng  i s  t he  oppor tun i t y  t o  have  cap t i ve

6  cus tomers .  Tha t ' s  d i f f e ren t .  And  so  t he  same

7  d i sc i p l i ne  i sn ' t  he re  o r  t he  same  mo t i va t i on

B  i sn ' t  he re .

Exe l -on  wants  to  have a  shot  a t

1 0  l e a d i n g  t h e  m a r k e t  f o r  d i s t r i b u t e d  g e n e r a t i o n

1 1  i n  t h e  D i s t r i c t .  Y o u  c a n  a l r e a d v  s e e  t h a t  i n

L 2  t h e  s e t t l e m e n t .  A n d  I f d  l i k e  t o ,  i f  w e  h a v e  a

1 3  m o m e n t ,  t o  t a l k  a b o u t  t h e  p r e d a t o r y  p r i c i n g

1 4  a s p e c t s  o f  w h a t  w a s  t a l k e d  a b o u t  b y  t h e  p r i o r

1 5  w i t n e s s .

1,6 E x e l o n  a l s o  w a n t s  t o  e v e n  o u t  i t s

1- '7  po r t f o l i o ,  wh ich  i s  p re t t y  r i sky ,  no t  j us t

18  because  i t ' s  gene ra t i on  sub jec t  t o  compe t i t i on

L9  bu t  because  i t ' s  nuc lea r ,  wh i ch  i s  t ak i ng  a

20  bea t i ng  i n  t he  marke t  and  cou ld  take  a  bea t i ng

2L  a t  any  t ime  f rom new NRC regu la t i ons .

22 T h e s e  a r e  l e g i t j - m a t e  c o n c e r n s  o f  a n y
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1  c o m p a n y .  I f  f  w e r e  i n v e s t e d  i n  E x e f o n ,  T ' d

2  e x p e c t  t h e m  t o  d o  t h i s .  B u t  t h a t ' s  n o t  a

3  p u b l i c  i n t e r e s t  m o t i v a t i o n .

P H I ' s  m o t i v a t i o n  w a s  o b v i o u s .  G e t

5  t ha t  acqu i s i t i on  p r i ce  up  f r om 22  t o  21 .25  so

6  t ha t  we  can  t e ] l  ou r  sha reho lde rs  we ' ve

7  sa t i s f i ed  ou r  f i duc ia r y  ob l i ga t i on  t o  max im ize

B  the  va l - ue  o f  t he i r  sha res .  Tha t ' s  no t  a  pub l i c

9  i n t e res t  pu rpose  e i t he r .  And  t ha t ' s

10  fundamen t .a l -  d i f  f  e rence  be tween  a  u t i l i t y

11  acqu i s i t i on  and  a  nonu t i l i t y  acqu i s i t i on .

1 ^
L Z I  t h i n k  t h e r e  w a s  a  c o n n e c t i o n

l - 3  b e t w e e n  n o t  a n s w e r i n g  y o u r  q u e s t i o n ,  b u t  I

L 4  f o r g o t  w h a t  i t  w a s .  A n d  I  a p o l o g i z e  i f  I  - -  i f

1 5  I  w e n t  t o o  f a r .

L 6 C H A I R M A N  K A N E :  N o .  I  a s k e d  t h e

I 7  q u e s t i o n  b e c a u s e  o n e  c o u l d  c o n c 1 u d e ,  f r o m  s o m e

1 8  o f  t h e  t h i n g s  t h a t  y o u ' v e  s a i d ,  t h a t  t h e r e ' s  n o

L 9  w a y  t o  d o  a  m e r g e r  o f  a  o f  a  u t i l i t y  a

2 0  d i s t r i b u t i o n  u t i l i t y  t h a t  a n d  p u t  i t  u n d e r  a

2 t  h o l d i n g  c o m p a n y ,  w h i c h  t h a t  y o u  j u s t  c o u l d n ' t

2 2  d o  a  m e r g e r .  I t  w a s  t h e r e  a r e  o t h e r  w a y s  t o  d o
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1  a  m e r g e r .

2  T H E  W I T N E S S :  Y e s ,  m a ' a m .

3  B u t  I ' m  g l a d  y o u  a s k e d  t h a t  q u e s t i o n

4  b e c a u s e  n o w  I  u n d e r s t a n d  i t  b e t t e r .  M a v  I  - -

5  a n d  I  a n s w e r e d  b e c a u s e  I  - -  I  b r i e f l v  h e a r d  D r .

6  T i e r n e y ' s  c o v e r a g e  o f  t h a t  c l - a i m  y e s t e r d a y ,

7  t h a t  i f  w e  t o o k  H e m p l i n g ' s  p r i n c i p l e s  a n d

B  a d o p t e d  t h e m ,  t h e r e  n e v e r  t h e r e  w o u l d  n e v e r

t  have been

10

11  yeah .

1,2

13

CHAIRMAN KANE:  Have been a  merger ,

THE WITNESS:  u t i l i t y  me rge rs .

And I  would l ike to  address that

1 ,4  d i r ec t l y ,  i f  you  wou ldn ' t  m ind .

15 CHAIRMAN KANE:  That  was the  na ture

L6  o f  my  ques t i on .

t'7 T H E  W I T N E S S :  Y e s ,  m a ' a m .  I ' m  s o r r y

18  i f  I  m i sunde rs tood  i t .

L9 Here  i s  t he  reason  whv  D r .  T i e rnev

2 0  i s  w r o n g .  F i r s t  o f  a l l ,  a u t o b i o g r a p h i c a l l y ,

2 L  I ' v e  b e e n  i n v o l v e d  d i r e c t l y  p r o b a b l y  n o w  1 1

2 2  m e r g e r s .  T h e  o n e s  b e f o r e  2 0 0 5 ,  b e f o r e  t h e
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1  r e p e a l  o f  t h e  H o l d i n g  C o m p a n y  A c t ,  w e r e

2  f u n d a m e n t a l l y  d i f f e r e n t .  O f t e n  t h e y  r e l a t e d  t o

3  a d j a c e n c i e s .

There  was  - -  my  f i r s t  merge r  i n  1985

5  w a s  t h e s e  n a m e s  h a v e  d i s a p p e a r e d  f r o m

6  h i s t o r y  n o w ,  b u t  T o l e d o  E d i s o n  a n d  C l e v e l a n d

7  E l e c t r i c  l l - l u m i n a t i n g .  T h e  n e x t  o n e ,  t h e  o n e

8 be  the  nex t  one was Utah Power  L iqh t  and

9  P a c i f i C o r p .  T h e r e  w a s  K a n s a s  P o w e r  L i g h t  a n d

1 0  K a n s a s  G a s  &  E l e c t r i c .  T h e r e  w a s  P u b l i c

1 1  S e r v i c e  o f  N e w  H a m p s h i r e  a n d  N o r t h e a s t

L 2  U t i l i t i e s .  T h e r e  w a s  B G & E  a n d  P e p c o  m e r g e r ,  i n

1 3  w h i c h  D r .  H u  a n d  f  a d v i s e d  t h e  C o m m i s s i o n  r i q h t

L 4  h e r e .

15 W h e n  m e r g e r s  a r e  m e r g e r s  o f  a d j a c e n t

t 6  compan ies ,  t he re  i s  a  l a rge r  poss ib i l i t y  t ha t

I7  t rue  economies  o f  sca le  can  be  the  pu rpose ,

18  tha t  cos t  m in im iza t i on  can  be  the  pu rpose ,  t ha t

19  the  coup l i ng  o f  two  compan ies  g i ves  us  a  be t te r

20  company  than  wha t  we  had  be fo re .

2L B e c a u s e  t h e  b o u n d a r i e s  o f  o u r

22  u t i l i t y  co rpo ra t i ons  today  a re  the  p roduc t  o f
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7  1 ,L
1

2

4

5

6

8

10

11

I2

13

L4

15

I6

L'7

18

19

, i

2 I

22

a  a  s e r i e s  o f  I  h e s i t a t e  t o  u s e  t h e  w o r d

" a r b i t r a r y "  o r  " r a n d o m ,  "  b u t  i t ' s  n o t  a s  i f ,

b e t w e e n  t h e  1 9 3 5  b r e a k - u p s  a n d  n o t  2 0 0 5 ,  t h a t

r e g u l a t o r s  t o o k  o u t  m a g i c  m a r k e r s  a n d  f i g u r e d

o u t  t h e  b e s t  p o s s i b l e  b o u n d a r i e s .  T h e r e ' s  a n

a r b i t r a r i n e s s  t o  t h e  b o u n d a r i e s .  A n d  o n e  w o u l d

e x p e c t  t h a t ,  w i t h  c h a n g e s  i n  e c o n o m i e s  o f

s c a l - e ,  c h a n g e s  j - n  t e c h n o l o g y ,  t h a t  t h e r e  w o u l - d

b e  r e a s o n  t o  c h a n s e  t h o s e  b o u n d a r i e s .

A n d  t o  t h e  e x t e n t  m e r s e r s  w e r e

m o t j - v a t e d  b y  t h e  d e s i r e  t r u f y  t o  I o w e r  c o s t  a n d

i n c r e a s e  q u a l i t y ,  w h e t h e r  b e c a u s e  o f  r e g u l a t o r y

p r e s s u r e ,  w h e t h e r  b e c a u s e  o f  l e g i s l a t i v e

p r e s s u r e ,  e r  w h e t h e r  b e c a u s e  t h e  C E O  j u s t  w o k e

u p  o n e  d a y  a n d  s a i d ,  " Y o u  k n o w  w h a t  f  r e a l l y

c a r e  a b o u t  i s  t h e  p u b l i c  i n t e r e s t .  T h a t ' s  w h y

I ' m  i n  t h i s  j o b . "

A n d  s o  e v e r y  o n e  o f  m y  r e s t r i c t i o n s

a n d  c o n d i - t i o n s  w o u l d  c e r t a i n l y  s c r e e n  t h r o u g h ,

w o u l d  c e r t a i n l y  a l L o w  t h e  t y p e s  o f  m e r g e r s  t h a t

a r e  m o t i v a t e d  b y  t h a t  t r u e  p u b l i c  j - n t e r e s t

p u r p o s e  o f  q u a l i t y  a n d  c o s t  r e d u c t i o n  a s
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1  opposed  to  a  merge r  t ha t ' s  mo t i va ted  by

2  i nqu i s i t i veness  and  ge t t i ng  t he  h i ghes t  p r i ce

3  and  then  qe ts  add -ons  a f te rwards .

So  i t ' s  a  f undamen ta l  e r ro r  t ha t  I

5  t h i n k  - -  t h a t  I  - -  t h a t  f  a s s e r t  t h a t

6  D r .  T i e r n e v  h a s  m a d e .

M y  d i s t i n c t i o n  i s  b e t w e e n  m e r g e r s

B  t h a t  a r e  m o t i v a t e d  b y  a n d  w i l l  s e r v e  t h e  p u b l i c

9  i n t e r e s t  b e t w e e n  t h o s e  v e r s u s  t h o s e  t h a t  a r e

L 0  m o t i v a t e d  b y  o t h e r  i n t e r e s t s .  A n  y e S ,  m y

1 - 1  p r i n c i p l e s  w o u f d  r u l e  o u t  a l l  o f  t h e  l a t t e r  a n d

L 2  s h o u l - d  r u l e  i n  t h o s e  o f  t h e  f o r m e r .

13

14

CHAIRMAN KANE:  ThanK Vou.

O n e  f i n a l  g u e s t i o n .  O n  P a g e

1 5  P a g e s  1 1  o f  y o u r  t e s t i m o n y ,  t h a t  w o u l - d  b e  L i n e s

1 6  2 2  t o  2 6 ,  a n d  t a l k i n g  a b o u t  t h e  r e n e w a b l - e

L ' 7  e n e r g y  a n d  e n e r g y  e f f i c i e n c y  c o m m i t m e n t s  i n  t h e

1 8  n o n u n a n i m o u s  s e t t l - e m e n t  a g r e e m e n t ,  a n d  I  t h i n k

1 , 9  y o u  r e p e a t  i t  i n  L i n e s  o n  P a g e  3 5 ,  L i n e s  1 7

2 0  t o  2 3 ,  t h a t  t h e y  s h o u l d  n o t  b e  c o u n t e r e d  o r

2 I  s h o u l d  b e  d i s c o u n t e d ,  I  s h o u l d  s d y ,  b e c a u s e

2 2  t h e y  a r e  n o t  a c h j - e v e d  t h r o u g h  t h e  c o u p l i n g  o f
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l -  t he  company ,  and  the  D is t r i c t ,  quo te ,  cou ld

2  i ns t i t u t e  t hese  po l i c i es  on  i t s  own ,  and

3  t he re fo re  t he re ' s  no  bene f i t .

I s  tha t  a  adequate  summary  o f  what

5  you  sa id  the re?

T H E  W I T N E S S :  Y e s ,  m a ' a m .  I t ' s

CHAIRMAN KANE:  Okay.

T H E  W I T N E S S :  I t ' s  b e c a u s e  o f  t h e

9  p o i n t  I  m a d e  e a r l i e r .

10 F i r s t r  d s  a  l e g a l  m a t t e r ,  t h e y  d o n ' t

1 1  f l - o w  f r o m  t h e ,  q u o t e ,  c o n s o f i d a t i o n ,  c l o s e

L 2  q u o t e ,  w h i c h  i s  y o u r  s t a t u t o r y  m a t t e r .

t - 5 A n d  s e c o n d l y r  € r s  I  p o i n t e d  o u t

L 4  e a r l i e r ,  t h e y  d o n ' t  f l o w  f r o m  a n  i n t e g r a t e d

1 5  p r o c e s s  w h e r e  t h e  C o m m i s s i o n  i s  t h i n k i n g  a b o u t

1 6  w h a t  d o  w e  n e e d  w h e r e .

L 7  A n d  t h i r d l y ,  t o  e m p h a s i z e  s o m e t h i n g

1 8  i n  a c c o r d  w i t h  w h a t  I ' v e  h e a r d  e a r l i e r  t h i s

L 9  m o r n i n g .  G r a n t i n g  a  f i r s t - m o v e r  a d v a n t a g e  t o

2 0  s o m e b o d y  s e e m s  t o  m e  a b s o l u t e l y  j - n c o n s i s t e n t

2 1 ,  w i t h  w h a t  t h i s  C o m m i s s i o n  a n d  w h a t  t h i s

2 2  D i s t r i c t  i s  a b o u t .
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L

2  ques t i ons .

3

CHAIRMAN KANE:  Okav.  Two

I n  t e rms  o f  t hese  bene f i t s ,  wou ld

4  you  ag ree  t ha t ,  absen t  t he  merge r ,  t he re r s  no

5  gua ran tee  tha t  a I I  o f  t hese  commi tmen ts  w i l l  be

6  e f fec tua ted  by  the  D is t r i c t  on  i t s  own?

T H E  W I T N E S S :  C o r r e c t .

CHAIRMAN KANE:  I  mean is  tha t  a

9  r e l e v a n t  c o n s i d e r a t i o n ?

10 T H E  W f T N E S S :  f  d o n ' t  t h i n k  i t

11  shou ld  be  a  re levan t  cons ide ra t i on ,  because  I

12  don ' t  t h i nk  t ha t  i s sues  t ha t .  a re  t he

13  respons ib i l i t y  o f  t he  D i s t r i c t  counc i l  and

L4  i s sues  t ha t  a re  respons ib i l i t y  t ha t  a re  t he

15  respons ib i l i t y  o f  t h i s  Commiss ion  to  take  i n to

L6  accoun t  i n  a  cons ide red  and  comprehens ive

L7  f ash ion ,  I  - -  I  - -  I  don ' t  t h i nk  t ha t  t hose

18  t ypes  o f  i ssues  ough t  t o  be  coup led  w i th  the

L9  merge r .

20 I  - -  I  a m  n o t  i q n o r a n t  o f  t h e

2L  d i f f i cu l t i es  you r  Commiss ion  faces  i n  a  con tex t

22  o f  po l i t i ca l  unce r ta i n t y .  I rm  no t  na i ve  abou t
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www.CapitalReportingCompany.com @ 2015



7 1,5

1

2

J

4

5

6

U

9

10

11

1,2

13

L4

15

1-6

t7

18
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t h a t .  I ' m  n o t  i q n o r a n t  o f  t h a t .

W h a t  I ' m  c o n s c i o u s  o f  i s  a  p r o c e s s

b y  w h i c h  t h i s  i n d u s t r y  h a s  g o n e  f r o m  2 0 0

i n d i v i d u a l  u t i l - i t i e s  t o  5 0  i n  o n l y  2 0  y e a r s

b e c a u s e  m e r g e r  a f t e r  m e r g e r  a f t e r  m e r g e r  i s

a p p r o v e d  b y  c o m m i s s i o n s  n o t  b a s e d  o n  w h e t h e r

t h e  c o n s o l i d a t i o n ,  t h e  c o u p l i n g r  f t d k e s  p u b l i c

i n t e r e s t  s e n t  b u t  b e c a u s e  o f  t h e s e  t h i n q s .

A n d  f  v i e w  t h e  a l l o c a t i o n  o f  p o l i c y

a n d  s t a t u t o r y  a u t h o r i t y  t o  t h i s  C o m m i s s i o n  a s

b e i n g  a n  a l l o c a t i o n  o f  a u t h o r i t y  a n d  d u t y  t h a t

f o c u s e s  o n  t h e  c o n s o l i - d a t i o n .  A n d  i f  t h a t

m e a n s  t h a t  w e  h a v e  g a p s  i n  p u b l i c  p o l i c y ,  t h e n

w e  a l l  n e e d  t o  g e t  b u s y  l o b b y i n g  t h e  c i t y

c o u n c i l  t h e  f i x  t h e m .  B u t  I  d o n ' t  t h i n k  i t ' s

t h e  C o m m i s s i o n ' s  j o b  t o  d o  t h a t ,  C o m m i s s i o n e r .

CHAIRMAN KANE:  Thank vou.

F i n a I I y ,  a r e  y o u  f a m i l i a r  a n d  I

w i I I  r e a d  i t  t o  y o u  - -  a  p r o v i s i o n  o f  - -  w e l l ,

l e t  m e  r e a d  t o  y o u  a  p r o v i s i o n  o f  D . C .  l a w ,

D . C .  c o d e ,  w h i c h  i s  3 4 - 1 5 0 6 .  I t ' s  i n  t h e

E l e c t r i c  C o m p e t i t i o n  a n d  C o n s u m e r  P r o t e c t i o n

Capital Reporting Company
Formal Case No. 1119 (Volume III) 12-04-2015

(866) M8 - DEPO
www.CapitalReportingCompany.com @ 2015



Capital
Formal Case No.

Reporting Company
1119 (Volume III) 12-04-2015

/ l _ o

1

2

3

4

5

6

U

Y

10

11

l2

13

I4

15

16

1,7

I U

I 9

20

2 I

22

A c t .  A n d  i t ' s  3 4 - 1 5 0 6 ,  t h e  h e a d  i s  " D u t i e s

o f  t h e  E l e c t r i c  C o m p a n y .  "

I t  s a y s :  " ( a )  ( 1 )  T h e  e l e c t r i c  s h a l l

p r o v i d e  d i s t r i b u t i o n  s e r v i c e s  t o  a l l  c u s t o m e r s

a n d  e l e c t r i c i t y  s u p p l i e r s  o n  r a t e s ,  t e r m s  o f

a c c e s s  a n d  c o n d i t i o n s  t h a t  a r e  c o m p a r a b l e  t o

t h e  e l e c t r i c  c o m p a n y ' s  o w n  u s e  o f  i t s

d i s t r i b u t i o n  s y s t e m .  T h e  e l e c t r i c  c o m p a n y

s h a l - I  n o t  o p e r a t e  i t s  d i s t r i b u t i o n  s y s t e m  i n  a

m a n n e r  t h a t  f a v o r s  t h e  e l e c t r i c i t y  s u p p l y  o f

t h e  e l e c t r i c  c o m p a n y ' s  a f f i l i a t e s .  "  T h a t ' s  i n

D .  C .  l a w .

f n  l o o k i n g  a t ,  a g a i n ,  t h e  t h e

c o n t r o l -  i s s u e s ,  t h e  c o n t r o l  c o n c e r n s  t h a t  y o u

r a i s e d ,  d o  y o u  s e e  t h a t  t h o s e  i n  a n y  w h i c h

i m p l i c a t e  t h i s  p r o v i s i o n  o f  D . C .  l a w ?

T H E  W I T N E S S :  W e I I ,  Y € S ,

C o m m i s s i o n e r .  L a w s  a r e  t h e r e  t o  b e  o b e y e d ,  a n d

I a w s  a r e  t h e r e  t o  b e  j e r k e d .  T h e r e ' s  n o b o d y  i n

t h i s  r o o m  t h a t  h a s n ' t  e x c e e d e d  a  s p e e d  I i m i t

b a s e d  o n  a  c a l c u L a t i o n  t h a t  t h e y  w o u l - d n r t  g e t

c a u g h t ,  a n d  i f  t h e y  d i d ,  t h e y  c o u l d  p r o b a b l y
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a f f o rd  t he  t i c ke t  p r i ce .

One of  the e l -ements of  your

re jec t i on  o rde r  was  the  unce r ta in t y  abou t  t he

regu la to r y  d i f f i cu l t i es  and  regu la to r y  cos t s .

You ' r e  a  sma l l -  commiss ion  assoc ia ted  w i t h

ensu r ing  comp l iance  w i th  the  genera l

p r i nc i p l es .  You r  gene ra l  p r i nc i p l e ,  t ha t ' s  t he

go lden  ru l e ,  nond i sc r im ina t i on .

Hav ing  a  ru le  i n  p lace  i s  d i f f e ren t

f rom hav ing  the  fo rces  tha t  a re  necessa ry  to

de tec t  i t  and  have  i n  p lace  the  consequences

tha t  one  admin i s te rs  i f  t he re ' s  noncomp l iance .

So  i f  I  unde rs tood  you r  ques t i on ,

the re  i n  any  m ind ,  t he re ' s  no th ing  i n  t he

se t t l emen t  t ha t  reduces  the  chance  tha t

b r i ng ing  i n  a  company  whose  p r i o r i t y  i s

genera t i on  w i l l  l ead  to  more  unce r ta in t y  and  to

the  ab i l i t y  o f  regu la to rs  to  de tec t  behav io rs

tha t  w i l l  be  i n  t he  se l f - i n t e res t  o f  t he

acqu i re re r  bu t  no t  i n  t he  i n te res t  o f

consumers .

One  o f  t he  th ings  po in ted  ou t  i n  my
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s u p p l e m e n t a l  t e s t i m o n y  w a s  h o w  s p e c i f i c  t h e

d o c u m e n t  w a s  o n  w h a t  i t  w a s  o f f e r i n q  a n d  h o w

u n s p e c i f i c  i t  w a s  a s  t o  t h e  c o n s e q u e n c e s  o f

n o n c o m p l i a n c e .

O t h e r  t h a n  a n d  w e  w o n ' t  q e t  i n t o

t h i s  d e t a i l  u n l - e s s  y o u  w i s h ,  a n d  i t  i s n ' t  a

d e t a i l ,  o t h e r  t h a n  t h e  s t a n d a r d s  b y  w h i c h  t h e

C o m m i s s i o n  c a n  o r d e r  d i s a f f i l i a t i o n ,  w h i c h

r e o r r i r e  a n d  I  d o n t t  t h i n k  T r m  l ^ r e i n r r

h y p e r b o l i c  t o  u s e  t h e  w o r d  " c a l a m i t y .  "

I n  o t h e r  w o r d s ,  d l l  s o r t s  o f

n e q a t i v e s  a n d  d i f f i c u l t i e s  a n d  a d v e r s e  e f f e c t s

c a n  o c c u r  s h o r t  o f  t h e  f o u r  f a c t o r s ,  w h i c h  t o

m e  i n c l u d e  c a l a m i t y ,  c a n  t h e  C o m m i s s j - o n  a c t .

A n d  s o  t h e r e r  s  n o  c l a r i t v  a s  t o  t h e

c o n s e q u e n c e s  f o r  n o t  c o m p l i a n c e .  S o  a t  I e a s t

w h e n  I  p a r k  i n  t h e  w r o n g  p l - a c e  i n  t h i s

D i s t r i c t ,  I  k n o w  w h a t r s  g o i n g  t o  h a p p e n  t o  m e ,

a s  I ' m  s u r e  m a n y  p e o p l e  i n  t h e  r o o m  h a v e  h a d

t h e  e x p e r i e n c e  o f .

B u t  w e  d o n ' t  k n o w  w h a t ' s  g o i n g  t o

h a p p e n  t o  E x e l o n  i f  t h e y  d o n ' t  c o m p l y .  W h o o p s .
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1  So r r y .  We  mean t  t o  do  ou r  bes t .  I  don ' t  know

2  where  tha t  pu ts  the  Commiss ion .

CHAIRMAN KANE: Thank vou.

Commiss ione r  Fo r t .

THE WITNESS:  Thank  you ,

6  Commiss ione r .

COMMISSIONER FORT:  When Cha i rman

8  K a n e  m e n t i o n e d  t h e  t h e  r e j o i n d e r  t e s t i m o n y

9  o f  M s .  T i e r n e y ,  i t  r e m i n d e d  m e  t h a t  t h e r e  w a s

1 0  t w o  o t h e r  t h i n q s  t h a t  s h e  h a d  s a i d  t h a t  I ' d  b e

1 1  i n t e r e s t e d  t o  h e a r  v o u  o n .

L2 She  sa id  tha t  a  d i ve rs i f i ed  company

13  i s  I ess  l i ke l v  t o  be  conce rned  abou t

L4  d i s t r i bu t i ng  genera t i on  than  a  t rad i t i ona l

15  d i s t r i bu t i on  company  because  i t  i s  ge t t i ng

L6  revenues  f r om a  va r i e t v  o f  o the r  sou rces .

1 1
L I

t x

I 9

Do you have a comment  on that?

THE WITNESS:  Yes .  Thank  vou .

She ' s  r i gh t  i n  t h i s  r espec t ,

20  Commiss ione r  Fo r t ,  t ha t  a  company  whose  en t i re

2L  p ro f i t ab i l i t y  i s  dependen t  on  genera t i on  i s

22  go ing  to  be  more  upse t  i f  i t  l oses  marke t  sha re
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l -  than a company for  whom less than a hundred

2  pe rcen t  o f  t he i r  p ro f i t  depends  on  genera t i on

3  wou ld  be .  I  t h ink  tha t ' s  a  obv ious  and  common

4  sense  po in t .

Two  po in t s  i n  response ,  t hough .

6  Number  one ,  t ha t  f ac t  doesn r t  change  the  fac t

7  t ha t  t he re ' s  s t i l 1  a  con f l i c t .  And  vou ' r e

B  l i v i ng  i n  a  s ta tus  quo  w i thou t  a  con f l i c t .  And

9  a f te r  t hey  a re  merge r ,  you  have  a  con f l i c t .  So

10  t he  f ac t  t ha t  D r .  T i e rney  says  t he  con f l i c t  i s

11  l ess  bad  than  i t  wou ld  be  i f  we  were  a  hundred

12  pe rcen t  genera t i ng  company  i s  I  t h ink  a

13  d i s t rac t i on  f rom the  po i -n t ,  wh ich  i s  a re  you

t4  be t t e r  o f f  o r  wo rse  o f f  w i t h  t h i s  t r ansac t i on .

15 S e c o n d l y r  d s  I  t h o u g h t  a b o u t  h e r

1 ,6  commen ts  and  I ' ve  I ' ve  known  Dr .  T i e rney

t7  s ince  the  '  B  0s  .  She  '  s  an  ex t reme ly  i n te l - l -  i gen t

18  pe rson  and  a  g rea t  pub l i c  se rvan t .

19 But  when I  thought  about  that  phrase

2 0  " d i v e r s i f i e d  p o r t f o l i o ,  "  w h a t  d o e s  t h a t  t e I I

2 t  y o u ?  W h e n  y o u  h a v e  a  d i v e r s i f i e d  p o r t f o l i o ,

2 2  w e l l ,  l i k e  a n y  o t h e r  b u s i n e s s ,  y o u ' r e  a  p r o f i t
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10

11

t2

1_3

L4

15

T6

I1

18

I9

20

2L

22

m a x i m i z e r .  A n d  w h a t  t h a t  m e a n s  i s  y o u ' r e  g o i n g

t o  s e e k  t h e  o p p o r t u n i t i e s  t o  m a x i m i z e  y o u r

p r o f i t ,  a n d  y o u ' r e  g o i n g  t o  d i v e r s i f y  y o u r

p o r t f o l - i o  b a s e d  o n  t h a t  s e r i e s  o f  o p p o r t u n i t i e s

t h a t  y o u  s e e .

A n d  i f  t h o s e  o p p o r t u n i t i e s  i n c l u d e

g e t t i n E  a  f i r s t - m o v e r  a d v a n t a g e  i n  B l u e  P I a i n s ,

y o u ' r e  g o i n g  t o  s e e k  t h a t  b e c a u s e  y o u  w a n t  t o

d i v e r s i f y  t h a t  w a y .

I n  o t h e r  w o r d s ,  n o t h i n g  a b o u t  w h a t

s h e  s a i d  c h a n g e s  t h e  f a c t  t h a t ,  a f t e r  t h i s

a c q u i s i - t i o n ,  y o u  a r e  d e a l i n g  w i t h  a  v e r y

d i f f e r e n t  k i n d  o f  c o m p a n y  w h o s e  m o t i v a t i o n s

c o u l d  c h a n g e  f r o m  t i m e  t o  t i m e .

I  m e a n  a r e  y o u  b e t t e r  o f f  i f  t h e y

g e t  r i d  o f  a I I  t h e i r  g e n e r a t i o n ,  a n d  t h e i r

e n t i r e  s t a k e  i s  n o w  i n  d i s t r i b u t e d  q e n e r a t i o n ?

T h e n  y o u r r e  g o i n g  t o  b e  d e a l i n g  w i t h  a  c o m p a n y

w h o  w a n t s  t o  b e  i n  o n  t h e  p o t e n t i a l l y  n e w l y

c o m p e t i t i v e  m a r k e t s  i n  t h e  d i s t r i b u t i o n  s p a c e ,

a n d  y o u ' r e  g o i n g  t o  h a v e  t o  d e a l  w i t h  t h a t  a s

o p p o s e d  t o  b e i n g  t h e  C o m m i s s i o n  t h a t  s a y s ,
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1  ' r W e r r e  o p e n  f o r  b u s i n e s s ,  a n d  e v e r y b o d y ' s  g o i n g

2  t o  h a v e  a n  e q u a l  s h o t  a t  c o m p e t i n g .  "

C O M M I S S I O N E R  F O R T :  W e l I ,  m a y b e  I

4  h e a r d  h e r  s a y  s o m e t h i n g  d i f f e r e n t ,  b e c a u s e  I

5  t h o u g h t  s h e  w a s  t a l k i n g  a b o u t  a  r i s k  o f  a

6  c h a n g e  o f  o w n e r s h i p  o f  t h e  d i s t r i b u t i o n  c o m p a n y

7  s o  t h a t  i t  i s  n o w  o w n e d  b v  a  d i v e r s i f i e d

B  c o m p a n y  I i k e  E x e l o n r  d s  o p p o s e d  t o  c u r r e n t l y

9  w h e n  i t ' s  o w n e d  b y  P H f ,  w h i c h  i s  a  t r a d i t i o n a l

1 0  d i s t r i b u t i o n  c o m p a n y  w h e r e  a  h u n d r e d  p e r c e n t  o f

1 1  y o u r  r e v e n u e s  o n l y  c o m e  f r o m  d i s t r u b u t i o n ;  a n d

1 " 2  t h e r e f o r e ,  a  c h a n g e ,  E r s  t h e  t y p e  o f  c h a n g e s

1 3  t h a t  w e ' r e  s e e i n g  n o w  i n  t h e  m a r k e t ,  w o u l d  h a v e

L 4  t h e  p o t e n t i a l  o f  h a v i n g  a  m u c h  m o r e  p o t e n t i a l l y

1 5  d e v a s t a t i n g  e f f e c t  i f  y o u  c a n ' t  k e e p  u p  w i t h

L 6  t h e  c h a n q e .

1-1 I  t h ink  the  answer  you  j us t  gave  me

1 8  u s e d  t h e  c h a n g e  y o u  k n o w ,  t h e  t h e  s e c o n d

L 9  c o m p a n y  y o u  u s e d  w a s  a  g e n e r a t i o n  c o m p a n y .  A n d

2 0  t h a t r s  n o t  w h a t  I  h e a r d  h e r  s a v .

21,

22

T H E  W I T N E S S :  O h .

C O M M f S S I O N E R  F O R T :  S o  i f  v o u  i f
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1-  - -  assuming  I  - -  I  cou ld  be  wrong ,  bu t  l e t ' s

2  answer  i t  my  way  w i th  wha t  I  t h ink  I  hea rd  he r

3  say ,  wh ich  i s  t he  i s  t o  compare  i t  w i th  the

4  t rad i t i ona l  d i s t r i bu t j -on  company ,  and  t r y  i t

5  aqa in .

T H E  W I T N E S S :  Y e s ,  m a ' a m .  T h a n k  y o u

7  s o  m u c h .  I ' m  g o i n g  t o  l i k e  b o t h  m y  a n s w e r s .

B  B u t  J e t  m e  d o  a n s w e r  t h a t  s e c o n d  q u e s t i o n .

9  M a y b e  s h e  m a d e  b o t h  p o i n t s .  L i k e  I  s a i d ,  s h e ' s

1 0  a  v e r y  i n t e 1 l i g e n t  p e r s o n .

11 I  d i s a g r e e  w i t h  t h e  p r e m i s e  I

L 2  p r o f o u n d l y  d i s a g r e e  w i t h  t h e  p r e m i s e  t h a t  a

1 3  d i s t r i b u t i o n  c o m p a n y  l i k e  P e p c o  i s  f i n a n c i a l l y

1 4  a t  r i s k  a s  t h e  C o m m i s s i o n  a n d  o t h e r

1 5  p o l i c y m a k e r s  b e g i n  t o  f i n d  w a y s  t o  e m p o w e r

1 6  c u s t o m e r s  t o  s e l f - s u p p l y ,  w h e t h e r  i t  b e  t h r o u g h

1 - 1  h o m e  s o l a r ,  w h e t h e r  i t  b e  t h r o u g h  m i c r o g r i d s ,

18  whether  i t  be  th rough ne ighborhood-owned

1 9  g e n e r a t i o n  I  p r o f o u n d l y  d i s a g r e e  w i t h  t h e

2 0  n o t i o n  t h a t  t h o s e  n e c e s s a r v  i n n o v a t i o n s  i n

2 1 ,  m a r k e t  s t r u c t u r e  a n d  t e c h n o l o g y  n e c e s s a r i l y

2 2  c o m e  a t  t h e  e x p e n s e  o f  t h e  d i s t r u b u t i o n

Capital Reporting Company
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1  u t i l i t y .  I  p ro found ly  d i sag ree  w i th  those  who

2  say  t he re  i s  a ,  quo te ,  ex i s t en t i a l  t h rea t ,

3  c l ose  quo te r  o r  a  dea th  sp i r a l  f o r  t he  ex i s t i ng

4  i ncumben ts .

A n d  h e r e  i s  w h y  I  d i s a g r e e  w i t h

6  t h a t .  F o r  a s  m a n y  y e a r s  a s  I  I  v e  h a d  t o

7  c o n f r o n t  t h e  i s s u e ,  I  h a v e  a r g u e d ,  t o  t h e

B  s u r p r i s e  o f  m a n y  u t i l i t i e s ,  t h a t  t h o s e  s u n k

9  c o s t s  i n  a  d i s t r i b u t i o n  s v s t e m  t h a t  h a v e  b e e n

1 0  p r u d e n t l y  i n c u r r e d  a r e  t h e  r e s p o n s i b i l i t y  o f

1 1  t h e  r a t e p a y e r s ,  a n d  t h e y  m u s t  p a y  t h e m  w h e t h e r

L 2  w e  h a v e  a n y  n e w  b r i g h t  i d e a s  a b o u t

1 3  d e m o c r a t L z i n g  a n d  d i v e r s i f y i n g  t h e  m a r k e t .

L 4 T h a t  t o  s u g g e s t  t h a t  t h e

1 5  d i s t r i b u t i o n  m o n o p o l y ' s  f i n a n c e s  a r e  g o i n g  t o

1 - 6  b e  d a m a g e d  b e c a u s e  w e ' r e  g o i n g  t o  g i v e

t 7  c u s t o m e r s  a  s h o t  a t  b e c o m i n g  i n d e p e n d e n t  o f  t h e

1 8  u t i l i t y  i s  w r o n g  o n  p o l i c y  g r o u n d s  a n d  w r o n g  o n

t 9  s t a t u t o r y  g r o u n d s  a n d  w r o n g  o n  c o n s t i t u t i o n a l

2 0  g r o u n d s .

2t Now,  some compan ies  l i ke  Pepco may

2 2  s h r i n k  b e c a u s e  w e  n e e d  t h e i r  s e r v i c e s  l e s s .
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1  Less .  Bu t  we  mus t  pay  o f f  t he  pas t .

N o w ,  s h a r e h o l d e r s  w h o  t o o k  a  b e t  o n

3  g row th ,  t hey ' I l  have  a  p rob lem.  Bu t

4  sha reho lde r  be ts  a re  no t  t he  conce rn  o f  t he

5  commiss ion .  The  conce rn  o f  t he  commiss ion  i s

6  assu r ing  recove ry  and  re tu rn  on  i nves tmen ts  i n

7  pub l i c  u t i l i t y  asse t s .

S o  t h e  a r g u m e n t  t h a t  D r .  T i e r n e y

9  m a d e  t h a t  a  P e p c o  w h o  i s  n o n d i v e r s i f i e d  i s  l e s s

1 0  a t  r i s k  w h e n  i t ' s  o w n e d  b v  a  d i v e r s i f i e d

I I  c o m p a n y  t h a n  i t  i s  n o w  u s e s  a s  a  p r e m i s e  a

L 2  f a c t o r  t h a t  I  d i s a g r e e  w i t h ,  w h i c h  i s  t h a t

1 3  r e g u l a t o r s  w o u l d  a c t  i r r e s p o n s i b i l i t y  a n d  p u t

L 4  t h e  P e p c o  a t  r i s k  a s  w e  d i v e r s i t y  o u r

1 5  d i s t r i b u t i o n  s p a c e .

1 0 A n d  I  - -  f  a p p r e c i a t e  y o u r

L ' 7  c l a r i f y i n g  t h e  t h e  q u e s t i o n .

18 C O M M I S S I O N E R  F O R T :  T h e  s e c o n d  l i n e

L 9  o f  c o m m e n t s  t h a t  s h e  h a d  t h a t  I ' d  b e  c u r i o u s  t o

2 0  h e a r  y o u  o n  w e n t  t o  t h e  f a c t  t h a t  y o u ,  i n  y o u r

21,  tes t imony,  focus  on  sav j -ngs  tha t .  come as  a

2 2  r e s u l t  o f  c o u p l i n g  o f  t h e  t w o  c o m p a n i e s .  A n d  I
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1  guess  th i s  goes  i n to  pa r t  o f  t he  d i scuss ion  you

2  had  w i t h  t he  cha i r .

And we may have done ourse lves  a

4  d i s s e r v i c e  t o  t h e  e x t e n t  t h a t  t h i s  t r a n s a c t i o n

5  i s  s o  f r e q u e n t l y  r e f e r r e d  t o  a s  a  m e r q e r  o r  a

6  c o n s o l i d a t i o n .  B e c a u s e  y o u  c i t e d  t h e

7  B G & E - P e p c o  c a s e  t h a t  h a d  b e e n  b e f o r e  t h e

8  C o m m i s s i o n  w a s  t r u l y  a  c o n s o l i d a t i o n .  Y o u  h a d

9 two compan ies  tha t  were  together  tha t  were

1 0  g o i n g  t o  b e  p u t  t o g e t h e r ,  a n d  y o u  w o u l d  h a v e

1 1  o n e  c o m p a n y i  a n d  t h e r e f o r e ,  t h e  a b i l i t y  t o  d o

L 2  w h a t  y o u  w e r e  I o o k i n g  d t ,  i n  t e r m s  o f  h a v i n g

1 3  s a v i n g s  w h e n  o n l y  o n e  c o m p a n y  i s  s t a n d i n g  a f t e r

1 4  y o u  m e r g e  t h e  t w o ,  i s  d i f f e r e n t  t h a n  t h e

1 5  s i t u a t i o n  t h a t  w e  h a v e  i n  t h i s  t r a n s a c t i o n .

16 A n d  s o m e t i m e s  f ,  y o u  k n o w ,  t r y  t o

L ' 7  m a k e  s u r e  t h a t  w e  r e f l e c t  t h a t  t h i s  t r a n s a c t i o n

1 8  i s  a  c h a n q e  o f  c o n t r o l .  S o  i t ' s  n o t  t w o

1 9  c o m p a n i e s  b e i n g  p u t  t o g e t h e r  b u t .  i s  a  c h a n g e  o f

2 0  c o n t r o l  a t  t h e  t o p  l e v e l .

2 I A n d  I  g u e s s  I  s a y  t h a t  b y  w a y  o f

22  backg round ,  because  one  o f  t he  th ings  tha t

(866) M8 - DEPO
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" 1 2 7

l -  D r .  T i e r n e y  s a i d  w a s  t h a t  t h e r e  w e r e  g i v e n

2 tha t  o ther  types  o f  benef i t s  tha t  come tha t

3  c a n  c o m e  u n d e r  t h a t  c h a n g e  o f  c o n t r o l  t h a t

4  d o n ' t  h a v e  m o n e t a r v  b e n e f i t s  a t t a c h e d  t o  i t .

A n d  t h e  r e l i a b i l i t v  b e n e f i t s  c o u l d

6  o c c u r  f a s t e r , '  t h e r e  c o u l d  b e  m o r e  o f  t h e m ;  t h e y

7 cou ld  occur  a t  the  same do l la r  amount  so

B  t h e r e ' s  n o t  a  t h e r e ' s  n o  r e d u c t i o n ,  y o u

9  k n o w ,  b u t  i t ' s  t h e  s a m e  d o l l - a r  a m o u n t ;  a n d  t h a t

L 0  y o u r  m e r g e r  s t a n d a r d  w a s  i n a p p r o p r i a t e l y

L L  n a r r o w ,  I  t h i n k  i s  t h e  t e r m  t h a t  s h e  u s e d  o r

L 2  t h a t ' s  w h a t  I  w r o t e ,  s o  I ' m  n o t  s u r e  i f  t h a t ' s

1 3  w h a t  s h e  s a i d  b e c a u s e  i t  e x c l u d e d  t h e

1 4  e n v i r o n m e n t a l  b e n e f i t s ,  t h e  j o b s  a n d  t h e

1 5  r e l i a b i l i t v  b e n e f i t s  t h a t  c o u l d  c o m e  u n d e r  t h i s

t 6  t y p e  o f  t r a n s a c t . l - o n ,  w h i c h  i s  a  c h a n g e  o f

L ' 7  c o n t r o l  t r a n s a c t i o n  a s  o p p o s e d  t o  a

1 8  c o n s o l i d a t i o n .

I9

20

2 I

C a n  I  h e a r  y o u  o n  t h a t  t o p i c ?

T H E  W I T N E S S :  Y e s .  T h a n k  v o u .

F i r s t ,  m a y  I  r e s p e c t f u l l y  d i s a g r e e

2 2  w i t h  o n e  o n e  t h i n g  y o u  s a i d .  M y  d i m

Capital Reporting Company
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1
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x
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L2

13

L4

15

t6

1 ' 7

1 R

19

20

2 I

22

r e c o l l e c t i o n  n o w ,  b e c a u s e  i t  g o e s  b a c k  t o  ' 9 6 ,

' 9 7  D r .  H u  m a y  h a v e  a  b e t t e r  m e m o r y  o f  t h i s

i s  t h a t ,  e v e n  w i t h  t h e  P e p c o - B G & E

t r a n s a c t i o n ,  I  d o n ' t  k n o w  i f  t h e y  w e r e  p u t t i n g

t h e m  t o g e t h e r  i n t o  a  s i n g l e  c o m p a n y  o r  w h e t h e r

i t  w a s  m o r e  I i k e  t h e  P H I  c o n n e c t i v e  P e p c o

t r a n s a c t i o n  w h e r e  t h e y  w e r e  g o i n g  t o  b e

c o n t . i n u i n g  t o  b e  s e p a r a t e  s u b s i d i a r i e s  o f  a

c o m p a n y .  I n  a n y  e v e n t ,  I  - -  I  d o n ' t  t h i n k  t h e

d i s t i n c t i o n  i s  r e l e v a n t .

W h a t  y o u  h a v e  h e r e ,  y o u  c a n  c a l - I  i t

a  c h a n g e  o f  c o n t r o l ,  y o u  c a n  c a l l  i t  a

t a k e o v e r r  o r  y o u  c a n  c a l l  i t  a n  a c q u i s i t i o n .

I t  s t i l l  i s  a  m e r g e r  o f  B G & E  a n d  P e p c o .  T h e y

w i l l  b e  s u b j e c t  t o  c o n m o n  c o n t r o l .  J u s t  a s k

B r i a n  O ' B r i e n .  H e ' s  g o i n g  t o  u p  t h e r e  a t

E x e l o n  U t i l i t i e s  t e l l i n g  p e o p l e  w h a t  t o  d o .

S o  i t ' s  s t i l l -  t h e  w o r d  " m e r q e r "

i s  o k a y  w i t h  m e .  T h e  w o r d  " c o n s o l i d a t i o n "  i s

o k a y .  T h e  w o r d  " c h a n g e  o f  c o n t r o l "  i s  o k a y .

I  t h i n k  t h a t  t h a t  m i n o r  h o p e

m i n o r  d i s a g r e e m e n t  i s  i r r e l e v a n t  t o  y o u r
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L7
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2 I

22

g u e s t i o n ,  w h i c h  I  n o w  w a n t  t o  c o m e  t o .

T w o  p o i n t s  t h e n ,  C o m m i s s i o n e r .  O n e

i s  n o t h i n g  i n  t h e  s e t t l e m e n t  i s  a t t r i b u t a b l e

a n d  l e g a l l y  t r a c e a b l e  t o  t h e  c h a n g e  i n  c o n t r o l .

S o  i f  w e  s i m p l y  c a l l  i t  n o t h i n g  m o r e  t h a n

w e l l ,  i t ' s  n o t h i n g  m o r e  t h a n .

I f  w e  s i m p l y  c a l l  i t  E x e l o n  n o w  w i I I

c o n t r o l  P e p c o ,  w h e r e a s  p r i o r  E x e l o n  d i d n ' t

c o n t r o l  P e p c o ,  t h e r e  i s  n o t h i n g  i n  t h e

s e t t l e m e n t  t h a t  I e g a 1 1 y  c o n n e c t s  a n y  b e n e f i t  t o

t h e  c h a n g e  i n  c o n t r o l .

There  are  commi tments ,  I  g ran t  your

o n  r e l i a b i l i t y .  B u t  w e  d o n ' t  k n o w  i f  t h o s e  a r e

commi tments  tha t  cou ld  have been made by  Pepco

a l o n e  o r  n o t .  A n d  n o  o n e  i s  g o i n g  t o  b e  a b l e

t o  s a y ,  w h e n  t h e y  o c c u r ,  t h a t  t h e y  w o u f d  n o t

h a v e  o c c u r r e d  b u t  f o r  t h e  c h a n s e  i n  c o n t r o l .

T h e r e  i s  a  a s s o c i a t i o n  i n  t i m e  a n d

i n  d o c u m e n t s  b e t w e e n  t h e  c h a n g e  i n  c o n t r o l  a n d

t h e  r e l i a b i l i t y  i m p r o v e m e n t s .  B u t  n o b o d y  i s

p r o m i s i n g  t o  p r o v e  t h a t  t h e  o n l y  r e a s o n  t h o s e

i m p r o v e m e n t s  o c c u r r e d  i s  b e c a u s e  o f  t h e  c h a n g e

(866) 448 - DEPO
www.CapitalReportingCompany.com @ 2015



730

1

2

3

4

5

6

I

8

Y

t_0

1 1

T2

13

t4

15

L6

L'7

t_u

19

20

2 l

22

i n  c o n t r o l .

W e  c a n  h o p e  t h a t ' s  t h e  c a s e .  W e  c a n

g u e s s  t h a t ' s  t h e  c a s e .  B u t  a s  I  d i s c u s s e d  w i t h

t h e  C h a i r ,  a n d  I  t h i n k  w i t h  C o u n s e l o r ,  i f  i t ' s

j u s t  a  m a t t e r  o f  s o m e b o d y  c o m i n g  a l o n g  w i t h  a

b r i g h t  i d e a  w h i c h  P e p c o  d i d n r t  h a v e ,  i t ' s  q u i t e

p o s s i b l e  a t  s o m e  p o i n t  P e p c o  w o u l d  h a v e  c o m e  t o

t h a t  i d e a .  S o  I  d i s a q r e e  w i t h  t h e  n o t i o n  t h a t

w e  c a n  a t t r i b u t e  t o  t h e  c h a n g e  o f  c o n t r o l  a n y

o f  t h e s e  i m p r o v e m e n t s .

A n d ,  i n  f a c t ,  t h i s  g e t s  t o  s o m e t h i n g

t h a t  M r .  S m i t h  w a s  s a y i n g  w a s  d i s c u s s i n g

w i t h  t h e  C h a i r  y e s t e r d a y  w h e n  t h e  C h a i r  w a s

d i s c u s s i n g  t r a c k i n g .  A n d  f  t h i n k  M r .  S m i t h

b a s i c a l l y  g o t  t o  t h i s  p o i n t .

T h e  p o i n t  o f  t r a c k l n g  i s  t o  i s

a t t r i b u t i o n ,  i s  t o  s a y  s u c h  a n d  s u c h  w o u l d  n o t

h a v e  h a p p e n e d  b u t  f o r  t h e  m e r g e r .

A f t e r  a  y e a r  o r  t w o ,  y o u  c a n ' t  k n o w

what  the  company wou ld  have come up w i th  on

t h e i r  o w n .  Y o u  c a n ' t  k n o w  w h a t  w a s  t r u l v

i n t r o d u c e d  b y  E x e l o n  t h a t  w o u l d  n o t  h a v e  b e e n
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7 31,

1  i n t r o d u c e d  b y  P e p c o  b y  i t s e l f .  I t  b e c o m e s

2  s p e c u l a t i v e .  Y o u  c a n  t r y .  A n d ,  i n  f a c t ,  w h e n

3  a  c o m p a n y  s a y s ,  " W e ' 1 1  c o m e  u p  w i t h  a

4  m e t h o d o l o g y  f o r  d o i n g  t h a t ,  "  w h i c h  i s  o n e  o f

5  t h e  p r o m i s e s ,  w €  d o n ' t  k n o w  w h a t  t h a t

6  m e t h o d o l o g y  i s .

S o  e v e n  t h e  t r a c k i n q  o f  s a v i n g s

B  t h e  C h a i r  h a d  a s k e d ,  w e l - l ,  t h r e e  y e a r s  v e r s u s

9  f i v e  y e a r s .  I  d o n ' t  k n o w  h o w  y o u  d o  i t  a f t e r

1 0  o n e  y e a r  b e c a u s e  y o u ' r e  g u e s s i n g  t h e

1 1  c o u n t e r f a c t u a l  i s  y o u ' r e  g u e s s i n g  a t  w h a t  w o u l d

L 2  h a v e  h a p p e n e d  b u t  f o r  t h e  m e r g e r ,  a n d  i t ' s  j u s t

1 3  h a r d  t o  k n o w  t h a t .

1,4 T e I l  m e  i f  I  a n s w e r e d  v o u r  q u e s t i o n .

1 5  I - - I h o p e I d i d .

1,6

L7  Thank  you .

1B

t9

20  much  fo r  vou r  answers .

21,

C O M M I S S I O N E R  F O R T :  T h a t ' s  f i n e .

T H E  W I T N E S S :  T h a n k  v o u .

C O M M I S S I O N E R  F O R T :  T h a n k  v o u  s o

CHAIRMAN KANE:  ThanK vou.

22  Red i rec t?
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M R .  S P E C K :  Y o u r  H o n o r

C H A I R M A N  K A N E :  f ' m  s o r r v .

C o m m i s s i o n e r  P h i l l i p s ,  d o  y o u  h a v e

4  any  the  ques t i ons  - -

C O M M I S S I O N E R  P H I L L I P S :  N o .  I  h a v e

6  no  ques t i ons .

9

10

CHAIRMAN KANE:  Okav.

C O M M I S S I O N E R  P H I L L I P S :  T h a n k  y o u .

CHAIRMAN KANE:  Thank vou.

M R .  S P E C K :  Y o u r  H o n o r ,  n o w  t h a t  M r .

1 1  M e i e r  h a s  o p e n e d  t h e  d o o r ,  a n d  w i t h  t h e

L 2  i n d u l g e n c e  o f  G r i d  2 . 0 ' s  c o u n s e l

t _ J CHAIRMAN KANE:  You vou wou ld

t 4  l i ke  an  oppor tun i t y  t o  c ross -examine?

15 M R .  S P E C K :  J u s t  a  - i u s t  a  c o u p l e

1 6  o f  q u e s t i o n s ,  i f  I  c o u l d .  I  h o p e  t h e y ' r e  g o i n g

l '7  to  be  hope fu l  .  So  we '  I  I  see  .

t x CHAfRMAN KANE:  Yeah.  We wou ld

1 9  t h e  I  r m  s o r r v .

20 C O M M I S S I O N E R  F O R T :  T h e s e  a r e

2L  ques t i ons  on  ques t i ons  tha t  t he  commiss i -one rs

22  have  asked?
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M R .  S P E C K :  Y e s .  Y e s .

C O M M I S S I O N E R  F O R T :  Y o u  k n o w ,  w h i c h

3  i s  somet imes  wha t  t he

CHAIRMAN KANE:  f  gave everybody - -

5  I  I  gave  Mr .  Me ie r  an  oppor tun i t y  t o

6  c ross -examine  even  though  he  had  passed  when  I

' 7  - -  as  eve rvone  d id  when  I  asked .

A n d  y o u  w o u l d  l i k e  t o

9  c r o s s - e x a m i n i n g  t h e  w i t n e s s  n o w ,  t o o ,  h a v i n g

1 0  r e t h o u g h t  t h a t  o p p o r t u n i t y ?

I1, M R .  S P E C K :  N o .  J u s t  b a s e d  o n  o n

12  the  ques t i ons  tha t  t ha t  you  and  Commiss ione r

1 -3  Fo r t  asked .  I t r s  a  c l a r i f i ca t i on  o f  t hose

L4  ques t j -ons  and  - -  and  the  responses .

1_5 CHAIRMAN KANE:  Normal lv  tha t  i s

1 6  d o n e  u n d e r  t h e  w i t n e s s r s  o w n  c o u n s e l  w i t h

t 7  r e d i r e c t  o r  M r .  M e i e r  w a s  k i n d  o f  d o i n g  t h e

1 8  s a m e  t h i n q .

L9 Y e a h .  I  a c t u a l l y ,  b e c a u s e  w e ' r e

2 0  g e t  w e  h a v e  r e d i r e c t ,  t o o .

2L

22

D o  y o u  h a v e  r e d i r e c t ,  s i r ?

M R .  R O R I E S :  N o .  W e  t o o  w o u l d
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1  w e l c o m e  M r .  S p e c k ' s .  I r m  s u r e  t h a t

C H A I R M A N  K A N E :  O k a y .  O k a y .

M R .  R O R I E S :  - -  Y o u r  H o n o r  w o u l d

C H A I R M A N  K A N E :  W e ' r e  g o i n g  t o  t a k e

5  a  b reak  because  the  s tenographer  needs  a  b reak .

6  And  we ' re  go ing  to  take  a  ten -m inu te  b reak .

7  Then  we  |  1 I  come back  to  hea r  ques t i ons  any

8  red i r ec t  you  have ,  9e t  t h i s  i n ,  and  t hen  we ' I I

9  go  t o  t he  l as t  w i t ness .

1_0

11  m inu tes .

72

13

L4

15

t6

19

20

2L  go ing  t o  ob jec t ,  bu t . . .

22 CHAIRMAN KANE:  WeI I

L l  r e a l l y  d o n ' t  n e e d  t o  a s k  t h o s e  q u e s t i o n s .

1 8  S o

S o  w e ' I I  - -  w e ' l l  c o m e  b a c k  i n  t e n

T H E  S E C R E T A R Y :  A I I  r i s e .

( A  s h o r t  r e c e s s  w a s  t a k e n .  )

T H E  S E C R E T A R Y :  A I I  r i s e .

Y o u  m a y  b e  s e a t e d .

M R .  S P E C K :  Y o u r  H o n o r ,  I  d e c i d e d  I

CHAIRMAN KANE:  Okav.

M R .  M E I E R :  A n d  I  d e c i d e d  w e  w e r e n ' t

(866\ M8 - DEPO
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MR.  RORIES :  G r i d  2  has  no  red i r ec t .

CHAIRMAN KANE:  A l l  r i qh t .  So  f e t ' s

3  - -  n o w  w e  w i l l  g e t  b a c k  o n  t h e  r e c o r d .  W e  a r e

4  b a c k  o n  t h e  r e c o r d .  I t  i s  L 2 2 5 0  p . m .

And I  have been in fo rmed by  counse l

6  f o r  D . C .  S u n  t h a t  t h e y  a r e  w i t h d r a w i n g  t h e i r

7  r e q u e s t  t o  a s k  s o m e  q u e s t i o n s  o f  t h i s  w i t n e s s .

N o w  I  w i l l -  g o  i f  y o u ,  s i r ,  h a v e

9  a n y  r e d i r e c t  q u e s t i o n s  o n  r e d i r e c t  t o  t h e

1 0  t o  y o u r  w i t n e s s .

1 1 M R .  R O R I E S :  N o ,  Y o u r  H o n o r .  G r i d  2

L 2  h a s  n o  r e d i r e c t .

13

I4

15  reco rd?

I6

L7

CHAIRMAN KANE:  Thank you very  much.

Do you need to  pu t  someth ing  in  the

M R .  R O R I E S :  Y e s ,  I  d o .

CHAIRMAN KANE: We need Vour

18  we ' I I  excuse  t he  w i t ness .

19

1 V

2 I

22

T h a n k  y o u ,  M r .  H e m p l i n g .

T H E  W I T N E S S :  T h a n k  v o u .

CHAIRMAN KANE:  Thank you very  much.

M R .  R O R I E S :  Y o u r  H o n o r ,  w e
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1  respec t f u l l y  r eques t  t ha t  Mr .  Hemp l i ng ' s

2  tes t imony  marked  Gr id  2A  - -  Gr id  2  2A  be

3  en te red  i n to  t he  reco rd .

C H A I R M A N  K A N E :  I t  i s  s o  e n t e r e d .

( E x h i b i L  G r i d  2  2 A  w a s  a d m i t t e d  i n t o5

6  ev idence .  )

U

M R .  R O R I E S :  T h a n k  v o u .

M R .  M E I E R :  A n d ,  Y o u r  H o n o r ,  w €

9  w o u l d  m o v e  t h e  a d m i s s i o n  o f  J o i n t  A p p l i c a n t  N S A

1 0  4  i n t o  t h e  r e c o r d .

1 1

L 2  r e c o r d .

1 3

t 4  a d m i t t e d  i n t o  e v i d e n c e .  )

1_5

16

L7  w i t ness?

I U

CHAIRMAN KANE:  f t  i s  moved in to  the

( E x h i b i t  J o i n t  A p p l i c a n t  N S A  4  w a s

M R .  M E I E R :  T h a n k  v o u .

CHAIRMAN KANE:  Now,  your  o ther

M R .  R O R I E S :  Y e s .  A t  t h i s  t i m e  w e ' d

19  l i ke  t o  ask  ou r  second  w i t ness ,  Mr .  La r r y

20  Mar t i n ,  t o  come .

2T LARRY MART]N,

22  be ing  f i r s t  du l y  swo rn ,  t o  t e l l  t he  t r u th ,  t he
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1  who l -e  t ru th  and  no th ing  bu t  t he  t ru th ,

2  t es t i f i ed  as  f o l l ows :

3  D IRECT EXAMINATION BY COUNSEL FOR GRID 2 .0

B Y  M R .  R O R I E S :

5  Q .  G o o d  a f t e r n o o n ,  M r .  M a r t i n .

F o r  t h e  r e c o r d ,  w o u l d  y o u  p l e a s e

7  s ta te  you r  name and  bus iness  add ress .

8  A .  La r ry  Mar t i n ,  4525  B lagden  Avenue ,

9  No r thwes t ,  Wash ing ton ,  D .  C .  2001 ,L .

10  A .  And  do  you  have  be fo re  you  you r

1 -1  supp lemen ta l  t es t imony  tha t ' s  been  p remarked

1 ,2  Gr i d  2  2C  cons i s t i ng  o f  13  pages?

13  A .  I  do .

14  A .  Today  do  you  have  any  changes  to

15  tha t  t es t imonv?

1 ,6  A .  No ,  I  don ' t .

77  O .  And  was  tha t  t es t imony  p repa red  by

18  you  o r  under  you r  superv i s ion?

L9  A .  Yes ,  i t  was .

20  a .  And  L f  I  asked  you  the  same ques t i on

2I  today,  would your  answers be the same?

22  A .  They  wou ld .

Capital Reporting Company
Formal Case No. 1119 (Volume ln) P-04-2015

(866) M8 - DEPO
www.CapitalReportingCompany.com @ 2015



Capital
Formal Case No.

Reporting Company
1119 (Volume III) 12-04-2015

/  < t {

1-  Q .  And  i s  t h i s  t es t imony  t rue  to  the

2  bes t  o f  you r  i n fo rma t ion ,  be l i e f  and  know ledge?

3  A .  Yes ,  i t  i s .

M R .  R O R I E S :  Y o u r  H o n o r s ,  M r .  M a r t i n

5  i s  a v a i l a b l e  f o r  c r o s s - e x a m i n a t i o n .

CHAIRMAN KANE:  Thank vou.

M S .  S T A R K :  T h a n k  v o u .

8  CROSS-EXAMINATION BY COUNSEL FOR PEPCO HOLDINGS

B Y  M S .  S T A R K :

1 0  O .  M y  n a m e  i s  W e n d y  S t a r k ,  a n d  I ' m  o n e

1 1  o f  t h e  a t t o r n e y s  f o r  P e p c o  H o l d i n g s

t 2  r e p r e s e n t i n g  t h e  j o i n t  a p p l i c a n t s  t o d a y .  A n d  I

1 3  h a v e  j u s t  a  f e w  q u e s t i o n s  f o r  y o u .

1,4 F i r s t  I ' d  I i k e  t o  d i r e c t  v o u r

f 5  a t t e n t i o n  t o  P a g e  2  o f  y o u r  t e s t i m o n y .

16 D o  y o u  h a v e  t h a t  i n  f r o n t  o f  y o u ?

L7  A .  Yes .

18  O .  And  i n  pa r t i cu l a r  I ' d  l i ke  t o  t a l k  a

19  l i t t l e  b i t  abou t  you r  r esponse  t o  Ques t i on  6 .

a v Now,  i n  t h i s  ques t i on  you  i den t i f y

2 L  t h a t  y o u  a r e  r e s p o n d i n g  t o  t h e  r e l e v a n t

2 2  C o m m i s s i o n  s t a t e m e n t s  a n d  f i n d i n q s  i n  t h e
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1  Commiss ion rs  o rde r  r e l a ted  t o  Fac to r  7 ;  i s  t ha t

2  co r rec t?

3  A .  Tha t ' s  co r rec t .

4  Q .  Bu t  i sn ' t  i t  t r ue  t ha t  you  exc luded

5  f rom you r  tes t imony  the  Commiss ion ' s  pos i t i ve

6  s ta temen ts  rega rd ing  Exe lon  and  the  merge r  as

7  t hev  re l a te  t o  Fac to r  7?

8  A .  I  se l ec ted  t he  e l emen ts  o f  t he

9  Commiss ion ' s  r esponse  t ha t  I  wan ted  t o  add ress .

10  a .  Okay .  So  you  d id  no t  i nc lude  the

11  Commiss ion ' s  f i nd i ngs  f r om Pa rag raph  336

L2  rega rd ing ,  f o r  i ns tance ,  t he  pos i t i ve  bene f i t s

13  o f  nuc lea r  power  and  tha t  a  l a rge  amoun t  o f

L4  Exe lon ' s  t o ta l  gene ra t i on  ou tpu t  comes  f r om

15  nuc lea r  p lan ts  tha t  suppor t  c l ean  power

1 ,6  p roduc t i on ,  co r rec t?

1 ,7  A .  Tha t ' s  co r rec t .  I  d i dn ' t  i n c l - ude

1-8  tha t  because  I  d idn ' t  t h ink  i t  was  re levan t  t o

1 ,9  the  merge r  and  to  the  ra tepaye rs  i n  t he

20  D is t r i c t  o f  Co l -umb ia .

2L  a .  Okay .  Bu t  you  d i d  a l so  you  a l so

22  d id  no t  i nc lude  the  Commiss ion ' s  f i nd inqs  tha t
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1

2

4

5

6

I

9

10

1l_

T2

13

t4

15

I6

L7

1B

19

Z U

2T

22

A

o.

t hey  made  a t  Pa rag raph  33 '7  rega rd ing  Exe lon ' s

suppor t  i n  deve lopmen t  o f  renewab le  genera t i on

and  t he i r  f ac i l i t a t i on  o f  d i s t r i bu ted

gene ra t i on ;  i sn ' t  t ha t  co r rec t?

A .  I  don ' t  have  tha t  pa rag raph  open

r igh t  i n  f ron t  o f  me ,  bu t  I  - -  I  t r us t  t ha t

t ha t r s  co r rec t .

O .  Okay .  I f  you 'd  l i ke  t o  l ook  a t  i t ,

t he  Commiss ion ' s  o rde r  i s  i n  t he  b i nde r  t ha t ' s

on  you r  l e f t .  And  th i s  i s  a  sma l l e r  b inde r  up

on  the  Iedge ,  I  t h ink ,  i f  you  wan ted  to  l ook  a t

t ha t .

O k a y .  I ' 1 1  p a s s  o n  t h a t  n o w .

O k a y .  S o  y o u  o n l y  q u o t e d  t h o s e

p o r t i o n s  o f  t h e  C o m m i s s i o n ' s  o r d e r  t h a t  y o u

a g r e e  w i t h  o r  t h a t  a r e  c o n s i s t e n t  w i t h  y o u r

v i e w  t h a t  o p p o s e s  t h e  m e r g e r ,  c o r r e c t ?

A .  Y e s .  I  s o u g h t  t o  h i q h l i g h t  t h o s e .

O .  O k a y .  S o  l e t ' s  a l s o  t a l k  a b o u t  y o u r

d e s c r i p t i o n  o f  t h e  c o m m i s s i o n ' s  o r d e r .  A n d  I

t h i n k  w e  c a n  b o t h  a s r e e  t h a t  t h e  C o m m i s s i o n ' s

o r d e r  a n d  t h e  q u o t a t i o n s  t h a t  y o u  r e c i t e
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l -  r e l a t e d  t o  t h e  o r i g i n a l  a p p l i c a t i o n  a n d  n o t  t o

2  t h e  s e t t l e m e n t  a g r e e m e n t ,  c o r r e c t ?

3  A .  Y e s ,  t h a t ' s  c o r r e c t .

4  Q .  O k a y .  A n d  a s  y o u  p o i n t  o u t  i n  y o u r

5  t e s t i m o n y ,  e v e n  a c c o u n t i n g  f o r  a l l -  o f  t h e

6  c r i t i c i s m s  t h a t  y o u  r a i s e  i n  y o u r  t e s t J - m o n y ,

7  t h e  C o m m i s s i o n  a n d  t h e  o r d e r  f o u n d  t h a t  t h e

B  e f f e c t  o f  t h e  p r o p o s e d  m e r g e r  o n  F a c t o r  7  i s

9  n e u t r a l ,  c o r r e c t ?

1 0  A .  T h a t r s  c o r r e c t .

1 1  O .  O k a y .  A n d  w h i l - e  w e  m a y  d i s a g r e e

1 2  a b o u t  t h e  v a ] u e  o r  t h e  w e i q h t  o f  t h e

1 3  c o m m i t m e n t s  t h a t  a r e  n o w  i n c l u d e d  i n  t h e

L 4  s e t t l e m e n t  a g r e e m e n t ,  w o u l d  y o u  a g r e e  w i t h  m e

1 - 5  t h a t  t h e  s e t t l e m e n t  a s r e e m e n t  d o e s  i n c l u d e

1 6  a f f i r m a t i v e  c o m m i t m e n t s  r e g a r d i n g  F a c t o r  7  t h a t

L 7  w e r e  n o t  i n c l u d e d  i n  t h e  o r i g i n a l  a p p l i c a t i o n

1 8  t h a t  w a s  b e f o r e  t h e  C o m m i s s i o n ?

1 9  A .  Y e s ,  I  w o u l d .

2 0  a .  O k a y .  A n d  f o r  t h o s e  b e n e f i t s  a n d

2 L  t h o s e  b e n e f i t s  t h a t  r e l a t e  t o  F a c t o r  7 ,  w o u l d

2 2  y o u  a g r e e  w i t h  m e  t h a t  t h e  s e t t l - e m e n t  a g r e e m e n t
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L  p rov ides  tha t  cus tomers  won ' t  pay  fo r  t hem,

2  co r rec t?

3  A .  Yes .  I  be l i eve  t ha t  wou ld  be

4  gene ra l l y  t r ue .

5  Q .  Okay .  Thank  you .

S o  d e s p i t e  t h e  f a c t  t h a t  t h e

7  s e t t l e m e n t  a q r e e m e n t  i n c l u d e s  m o r e  t h a n  t h e

8  o r i g i n a l  p r o p o s a l ,  i s  i t  a c c u r a t e  t h a t  y o u r

9  p o s i t i o n  i s  t h a t  t h e  s e t t l e m e n t  i s  a c t u a l l y  a

1 0  s t e p  b a c k w a r d  f r o m  w h a t  t h e  C o m m i s s i o n  f o u n d  i t

1 1  t o  b e  o n  F a c t o r  ' 7 ;  t h a t  i s  t h e  C o m m i s s i o n  f o u n d

L 2  F a c t o r  7  t o  b e  n e u t r a l ,  b u t  i n  y o u r  w o r d s  y o u

1 3  w o u l d  d e s c r i b e  i t  a s  a t  b e s t  n e u t r a l ,  s t i l l

L 4  l e a n i n g  h e a v i l y  t o  t h e  n e g a t i v e ?

1 5  A .  I  s t i l l -  h o l d  b v  t h a t .

L 6 A n d  I  b e l i e v e  I  j u s t  m i s s p o k e  i n

L l  r e s p o n s e  t o  y o u r  p r e v i o u s  q u e s t i o n .

1 8  O .  o k a y .

L 9  A .  I  d o  t h i n k  t h e r e  i s  a  p r o s p e c t  t h a t

2 0  r a t e p a y e r s  m a y  b e  r e s p o n s i b l e  f o r  c a r r y i n g  t h e

2 L  c o s t  o f  s o m e  o f  t h e  i n c e n t i v e s  t h a t  w e r e

2 2  i n c l u d e d  i n  t h e  s e t t l e m e n t  a s r e e m e n t .
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I f  I  r e c a 1 l  c o r r e c t l y ,  t h e r e ' s  a

2  p rov i s ion  conce rn ing  m ic rog r ids  where  the

3  the  j o in t  app f i can ts  wou ld  be  ab le  to

4  po ten t i a l l y  pu t  some o f  t ha t  i n to  the  ra te  base

5  and  ge t  r ecove ry .

6  Q .  Thank  you  f o r  t ha t  c l - a r i f  i ca t i on .

7  So  l e t ' s  f o l l ow  up  on  t ha t  f o r  j us t  a  momen t .

I s  i t  a l so  you r  unders tand ing  tha t ,

9  b e f o r e  a n y  c o s t  r e c o v e r y  f o r  a  m i c r o g r i d  w o u l d

10 happen,  t .ha t  there  wou l -d  have to  be  a  f i l i ng

1 1  b e f o r e  t h i s  c o m m i s s i o n ,  t . h a t  t h e r e  w o u l d  b e  a

1 2  p r o c e e d i n g  w h e r e  i n t e r v e n o r s  w o u l d  p a r t i c i p a t e ,

1 3  a n d  n o n e  o f  t . h a t  c o s t  r e c o v e r v  c o u l d  o c c u r

t 4  u n l e s s  t h e  c o m m i s s i o n  i t s e l f  a p p r o v e d  t h a t ,

1 5  c o r r e c t ?

1 6  A .  I  w o u l d  e v e n  g o  f u r t h e r  t o  s a y  t h a t

1 , 7  t h e r e  m i g h t  e v e n  b e  a  r e a s o n a b l e  a r g u m e n t  t o  b e

1 8  m a d e  f o r  t h e  j o i n t  a p p l i c a n t s  r e c e i v i n g  c o s t

1 9  r e c o v e r y  f o r  m i c r o g r i d s .

2 0  O .  T h a n k  y o u .  f  w o u l d  a g r e e  w i t . h

2 t  t h a t

2 2  A .  I ' m  i u s t
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1 4 4

1  Q  a s  w e l l .

2  A .  B u t  i n  r e s p o n s e  t o  y o u r  q u e s t i o n

3  w o u l d  t h e r e  b e  a n y  c o s t  f o r m e d  b y  r a t e p a y e r s ,

4  y e s ,  t h e r e ' s  p o t e n t i a l .

5  Q .  F o r  t h e  t h a t  m i c r o g r i d  s e c t i o n ,

6  c o r r e c t ?

' l  
A .  C o r r e c t .

B  Q .  B u t  I  t h i n k  i t  i s  f a i r  t o  s a y  t h a t ,

9  f o r  i n s t a n c e ,  t h e  c o n t r i b u t i o n s  f o r  r e n e w a b l e

1 0  q e n e r a t i o n  d e v e l o p m e n t ,  t h e  t h r e e  a n d  a  h a l f

1 1  m i l l i o n  d o l l a r s  t o  t h e  R e n e w a b l e  E n e r g y

7 2  D e v e l o p m e n t  F u n d ,  t h a t  w o u l - d  n o t  b e  r e c o v e r e d

1 3  f r o m  r a t e p a y e r s ,  c o r r e c t ?

L 4  A .  ? h a t ' s  c o r r e c t .

1 5  O .  A n d  t h e r e  a r e  a  n u m b e r  o f  t h o s e

1 , 6  o t h e r  i t e m s  w i t h i n  t h e  C u s t o m e r  f n v e s t m e n t  F u n d

L 7  t h a t  w o u l d  n o t  b e  r e c o v e r e d  f r o m  c u s t o m e r s ,

1 B  c o r r e c t ?

1 9  A .  Y e s ,  t h a t ' s  r i g h t .

2 0  O .  O k a y .  T h a n k  y o u .

2T M r  M r r f i n  r t -  P a g e  7 2 ,  O n  L i n e  2 0

22  o f  you r  supp lemen ta l  d i rec t  t es t imony ,  i f  you
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l -  wan t  t o  tu rn  to  tha t  b r i e f l y ,  you  s ta te  tha t

2 thre issue of  c l - imate change as an outs ide

3  e lemen t  o f  Pub l - i c  I n te res t  Fac to r  No .  7  shou l -d

4  rema in  fo remos t  i n  t he  m inds  o f  commiss ione rs

5  as  they  eva lua te  the  imp l i ca t i on  o f  t he

6  p roposed  merge r ,  co r rec t?

D i d  I  r e a d  t h a t  c o r r e c t l - v ?

B A .  Wha t  l - i ne  i s  t ha t?  I  be l i eve  t ha t ' s

9  co r rec t .

10  O .  L i ne

1 ,L  A .  Cou ld  you  j us t

L2  O .  I t  shou ld  be  L ine  20  and  on  to  L ine

13 2r .

1 4  A .  Y e s ,  I  d o .

1 5  0 .  O k a y .  T h a n k  y o u .

1 a
l _ o N o w ,  d i d  y o u  r e a d  t h e  C o m m i s s i o n ' s

7 ' 7  d e c i s i o n  a t  P a r a g r a p h  3 4 4  w h e r e  t h e  C o m m i s s i o n

1 8  e x p l i c i t l y  d e c i d e d  t h a t  F a c t o r  7  1 s  n o t

1 , 9  c o n t r o l l i n g  a n d  w o u l d  n o t  r e c e i v e  m o r e  w e i g h t

2 0  t h a n  t h e  o t h e r  f a c t o r s ?

2 L  A .  Y e s .  f  w o u l d n ' t  d i s p u t e  t h a t .

2 2  O .  O k a y .  A n d  a s  y o u  p r e p a r e d  y o u r
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1

Z

4

6

x

9

10

11

L2

13

L4

15

16

t'7

1B

L9

Z U

21,

22

O.

A .

t e s t i m o n y ,  d i d  y o u  r e v i e w  a n y  o f  t h e  e v i d e n c e

r e g a r d i n g  E x e l o n ' s  p o s i t i o n s  o n  s u s t a i n a b i t i t y ?

A . I  cons ide r  sus ta i nab i l i t v  t o  be  one

o f  t h e  a r e a s  w h e r e  I  d o  h a v e  a  m e a s u r e  o f

e x p e r t i s e .

Uh-huh .

And  so  I  wou ld  beg  tha t  you  spec i f y

jus t  wha t  you  mean  by  " sus ta inab i l i t y "  when  you

use  tha t  t e rm.  Because  I  t h ink  tha t  t he  use  o f

the  te rm demands  tha t  you  you  have  c r i t e r i a

and  a  deg ree  o f  spec i f i c i t y  i n  o rde r  t o

unders tand  wha t  you r  me t r i c  i s  f o r  de f i n ing

sus ta i nab i l i t v .

W h a t  a r e  y o u  t r y i n g  t o  s u s t a i n ?

O .  S u r e .  T h a t ' s  f a i r  e n o u g h .

C a n  v o u  t a k e  a  l o o k  f o r  m e  I ' m

g o i n g  t o  t a k e  y o u  b a c k  t o  s o m e t h i n g  e l s e  t h a t ' s

a l r e a d y  i n  t h e  r e c o r d .  A n d  w e  w o n ' t  s p e n d  a

l o t  o f  t i m e  o n  i t -  r r m  i r r e l  g o i n g  t o  a s k  i f

y o u  h a d  r e v i e w e d  s o m e  o f  t h e s e  s t a t e m e n t s

b e f o r e .

I n  t h e  b i n d e r  o n  y o u r  l e f t ,  t h e r e  i s
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1  a  b inde r  t ha t  says  "Vo lume 2  o f  3 "  o f  f u l l y

2  con fo rmed  tes t imony  o f  t he  j o in t  app l i can ts .

3  And  i t ' s  t he  b i nde r  t ha t ' s  up  on  t he  l edge  t o

4  you r  l - e f t ,  t he  b i gge r  b i nde r .  Yes .  Tha t  one .

A n d  t h a t  i s  J o i n t  A p p l i c a n t s  E x h i b i t

6  2 I .  A n d  I r m  j u s t  g o i n g  t o  a s k  a  c o u p l e  o f

7  q u i c k  q u e s t i o n s  a b o u t  t h a t .

A n d  t h e r e  i s  a  t a b  t h e r e  t h a t  I

9  t h i n k  i n d i c a t e s  t h a t  t h a t  i s  t h e  s u p p l e m e n t a l

1 0  d i r e c t  t e s t i m o n y  o f  C h r i s t o p h e r  G o u 1 d .

11 Do you  see  tha t?

L2  A .  Thank  you .

13  O .  I  t r i ed  t o  make  t ha t  a  l i t t l e  b i t

L4  easy  f o r  bo th  o f  us .

15 Do  you  see  Exh ib i t  2  t o  tha t

1 6  l - o c l -  i m n n r r ?

L 7  A .  I  b e l i e v e  I  d o ,  y € s .

1 8  O .  A n d  t h a t  i s  E x e l o n ' s  s u s t a i n a b i l i t y

1 g  r c n o r i - :  i g  t h a t  C O r f e C t ?r e I / v !  e t

2 0  A .  Y e s ,  i t  i s .

2 I  O .  O k a y .  D i d  y o u  r e v i e w  t h a t  d o c u m e n t

2 2  b e f o r e  y o u  p r e p a r e d  y o u r  s u p p l e m e n t a l
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1  tes t imony?

2  A .  I  d i d  no t .

3  Q .  Okay .  So  you  we re  no t  awa re  t ha t ,

4  w i th in  tha t  documen t ,  Exe lon  i n  i t s  pub l i c

5  s ta temen ts ,  makes  i t  ve ry  c lea r  t ha t  Exe lon  i s

6  commi t ted  to  conduc t i ng  the i r  bus iness  i n  a  way

7  tha t  m in im ize  env i ronmen ta l  impac ts  and

8  suppor t s  emp loyees  i n  the  commun i t i es  i n  wh ich

9  we  ope ra te .  F rom dec i s ions  rega rd ing

10  gene ra t i on  m ix  t o  t he  ene rgy  e f f i c i ency

11 improvement  improvement  programs we of fer  to

12  ou r  cus tomers ,  we  i n teg ra te  sus ta i nab i l i t y  i n t o

13  eve ry th ing  we  do .

L4  A .  I  app rec ia te  t he  sen t imen t .  I t

15  s t r i kes  me  as  essen t i a l l y  j us t  a  a  pub l i c

t6  s ta temen t  a f f i rm ing  warm and  fuzzy  though ts .

l '7 A g a i n ,  I  t h i n k  t h a t  s u s t a i n a b i l i t y

1 8  n e e d s  t o  b e  m a d e  s u f f i c i e n t .  Y o u  n e e d  t o  t a l k

L 9  a b o u t  w h a t  i t  i s  y o u ' r e  s u s t a i n i n g .  A n d  y o u

2 0  n e e d  t o  h a v e  m e a s u r a b f e  p e r f o r m a n c e  m e t r i c s

2 l  t h a t  y o u  c a n  r e f e r  t o

2 2  O .  o k a y .
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1-  A when vou ta lk  about

2  sus ta i nab i l i t y .

3  Q .  Okay .  So  wou ld  you  ag ree  tha t  t he

4  reduc t i on  o f  ca rbon  emiss ions  i s  j -mpor tan t  i n

5  sus ta i nab i l i t v?

6  A .  Abso lu te l v .

7  Q .  Okay .  And  you

8  A .  Sus ta i nab i l i t y  f o r  soc ie t y  and  - -

9  and  ce r ta in  d imens ions  o f  eco loq i ca l -  s t ruc tu re

10  and  f unc t i on .

11  O .  Okay .  And  you  reca l l  t ha t  t he

12  Commiss ion  found  tha t  81  pe rcen t  o f  Exe lon rs

13  to ta l  genera t i on  ou tpu t  comes  f rom p lan ts  tha t

14  suppor t  c l ean  power  p roduc t i on ,  t ha t  i s  t he i r

15  nuc lea r  p l an t s ,  co r rec t?

16  A .  I  don ' t  d i spu te  t ha t  Exe lon  has  a

I7  a  good  ra t i o  o f  power  genera t i on  to  ca rbon

18  re l ease .

19  a .  okay .

20  A .  Bu t  t ha t  r ea l l y  wasn ' t  whe re  I

2L  d i rec ted  my  - -  my  tes t imony  o r  my  focus .  I  was

22  focused  more  on  the  merge r  be tween  Exe lon  and
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1  w h a t  i t  b r i n g s  t o  P e p c o  w i t h  r e g a r d  t o  P e p c o ' s

2  o p e r a t i o n s .

3  Q .  O k a y .  S o  I e t  m e  a s k  j u s t  o n e  o r  t w o

4  q u e s t i o n s ,  a n d  t h e n  w e ' I l  g e t  t o  t h a t  p o i n t  a s

5  w e l - l - .

So  a t  t he  t ime  o f  t he  Commiss ion ' s

7  d e c i s i o n ,  t h e  C o m m i s s i o n  h a d  f o u n d  t h a t  a  l a r g e

B  p o r t i o n  o f  E x e f o n ' s  g e n e r a t i o n  p l a t e  s u p p o r t s

9  c l e a n  p o w e r  p r o d u c t i o n .

10 A r e  v o u  a w a r e  t h a t  i n  2 0 ] - 4  a l o n e

1 1  E x e l o n  r e t i r e d  o r  s o l d  n e a r l v  a l l  o f  i t s

t 2  c o a l - - f i r e d  a s s e t s  a n d  d i v e s t e d  L , 2 4 5  m e g a w a t t s

1 3  o f  c o a l - - f  i r e  s e n e r a t i o n ?

1 4  A .  I f m  n o t  f a m i l i a r  w i t h  t h e  e x a c t

1 5  n u m b e r s  t h a t  y o u  j u s t  g a v e  m e .  B u t  y € s ,  i n

L 6  g e n e r a l  I  w a s  f a m i l i a r  w i t h  t h o s e  a c t i o n s .

I 1  0 .  O k a y .  A n d  t h a t  n o w  I e s s  t h a n  1

1 8  p e r c e n t  o f  E x e l o n ' s  g e n e r a t i o n  c a p a c i t y  i s  f r o m

1 9  c o a l -  p l a n t s  ?

2 0  A .  V e r y  h a p p y  t o  k n o w  t h a t .

2 L  0 .  O k a y .  T h a n k  y o u .  V i e  a r e  t o o .

22 N o w ,  d o n ' t  t h e s e  f a c t s  c o n t r a d i c t
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1  t h e  a s s e r t i o n  i n  y o u r  t e s t i m o n y  t h a t  E x e l o n  h a s

2  a  b i a s  a g a i n s t  t h e  v e r y  s t r a t e g i e s  t h a t  a r e

3  e s s e n t i a l  f o r  r e d u c i n g  e m i s s i o n s  f r o m  f o s s i l

4  fue l -  combust ion?

5  A .  N o t  i n  t h e  l e a s t .

6  Q .  H o w  s o ?

7  A .  N e a r 1 y  5 0  p e r c e n t  o f  t . h e  e n e r g y

B  g e n e r a t e d  i n  t h e  P I T M  t h a t  w e  d r e w  h e r e  i n t o  t h e

9  D i s t r i c t  i s  g e n e r a t e d  b y  f o s s i l  f u e l s  a s  o f

1 0  2 0 1 2 .  I t  c o u l d  b e  l e s s  t h a n  t h a t  n o w .  I t  w a s

1 1  a b o u t  4 9  p e r c e n t  i n  2 0 L 2 .

L2 S o  i f  y o u ' r e  t a l k i n g  a b o u t

1 3  s p e c i f i c a l l y  p o l i c i e s  t h a t  a r e  r e l e v a n t  t o  t h e

1 4  D i s t r i c t  a n d  t o  a n d  t o  P e p c o ,  y o u  n e e d  t o

1 5  d e a l  w i t h  r e a l i t i e s  o f  o u r  g e n e r a t i n g  m i x  h e r e

1 , 6  i n  o u r  r e q i o n .

L 1 In  o rder  to  reduce the  demands on

1 8  t h a t  f u e l - ,  y o u  n e e d  t o  r e p l a c e  i t  w i t h ,  y o u

1 9  k n o w ,  n o n c a r b o n - g e n e r a t i n g  c a p a c i t y ,  w h i c h

2 0  w o u l d  g e n e r a l l y  b e  r e n e w a b l e s  i n  t h i s  a r e a ,

2 !  u n l e s s  w e  w e r e  t o  b u i l d  a  n e w  n u c l e a r  p o w e r

2 2  p l a n t  t  e t  y o u  n e e d  t o  a d v a n c e  e f f i c i e n c y .
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1  Q .  O k a y .

2  A .  T h e s e  a r e  r e a l l v  t h e  t w o  l e v e r s  t h a t

3  w e  h a v e  t o  w o r k  w i t h  h e r e  i n  t h e  D i s t r i c t .  A n d

4  s o  a n y t h i n g  t h a t  w o u l d  a d v a n c e  r e n e w a b l e s  o r

5  p r o m o t e  e f f i c i e n c y  i n  p a r t i c u l a r ,  b e c a u s e

6  e f f i c i e n c y  w o u l d  g e n e r a l l y  b e  c o n s i d e r e d  t o  b e

7  m o r e  c o s t  e f f e c t i v e  t h a n  r e n e w a b l e  p o w e r ,  w o u l d

B  b e  t h i n g s  t h a t  w e  w o u l d  w a n t  t o  p r o m o t e  h e r e

9  a n d  t h a t  w e  w o u l d  I o o k  f o r  t h e  m e r s e r  t o  t o

1 - 0  p r o m o t e  i n  a  i n  a  i n  a  s y s t e m a t i c  a n d

1 1  s u b s t a n t i v e  w a v .

T2 W h a t  I ' v e  a r g u e d  i s  t h a t  t h e  t h e

13  i ncen t i ves  t ha t  you ' ve  g i ven  t he  se t t l i ng

14  pa r t i es  t o  s i gn  on to  t he  se t t l emen t  a re  j us t

15  no t  r ea l l y  t ha t  subs tan t i ve .

16  O .  So  t hank  you  f o r  t ha t  answer .  Le t

l 7  me  j us t  c l a r i f y  a  coup le  o f  po in t s .

1B S o  y o u  a n d  I  c a n  a g r e e  t h a t  E x e l - o n

1 9  h a s  a  l o w  c a r b o n  f l e e t r  d s  w e  j u s t  w a l k e d

2 0  t h r o u g h .

2 I  A .  H e a r t i l v .

2 2  O .  A n d  w e  c a n  a g r e e  t h a t  t h e  a s  t h i s
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1_

2

3

4

5

6

9

10

11

L2

13

1,4

15

1,6

L7

1B

L9

20

21_

22

A

re la tes  to  the  merge r ,  t ha t  Pepco ,  as  a

u t i l i t y ,  w i I I  con t i nue  t o  pu rchase  i t s

genera t i on  th rough  the  SOS p rocess  tha t  i s

superv i - sed  by  the  Commiss ion  and  tha t  ge ts  i t s

power  f rom a  compe t i t i ve  p rocess  where  the

l -owes t  b idde r  becomes  the  supp l i e r  he re ,

co r rec t ,  t ha t  i t  i s  no t  based  upon  a f f i l i a t i on?

f  suspec t  t ha t  wou ld  be  t rue ,  y€s .

Okay .  So  the  i ssue  o f  t he  ove ra l l

c a r b o n  f o o t p r i n t ,  w e ' 1 1  s a y ,  o f  P J M  i s  n o t

r e a I I y  r e l a t e d  t o  t h i s  m e r g e r  s p e c i f i c a l l y ,

c o r r e c t ?

A .  T h e  o v e r a l l  c a r b o n  f o o t p r i n t  o f  P J M

i s  n o t  r e l a t e d  t o  t h i s  m e r q e r .

O .  O r  t h e  a m o u n t  o f  g e n e r a t i o n  w i t h i n

P J M  t h a t  c o m e s  f r o m  f o s s i l  f u e l s ,  t h a t  t h a t

c o m p a r i s o n  o f  P J M  i s  n o t  w h a t  w e ' r e  t a l k i n g

a b o u t r '  w €  w e r e  t a l k i n g  a b o u t  t h e  E x e l o n  m i x ,

c o r r e c t ?

A .  Y o u  a r e  t a l k i n g  a b o u t  t h e  E x e l - o n  m i x

a s  o p p o s e d  t o  P J M .  T h a t r s  c o r r e c t .  Y e s .

O .  O k a y .  T h a n k s .
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A n d  s o  l e t ' s  t a l k  a  l i t t l e  b i t  a b o u t

2  Exe lon ' s  r eco rd  f o r  suppo r t i ng  renewab les .

D o  y o u  r e c a l l  t h e  C o n m i s s i o n ' s

4  f i n d i n g  t h a t  E x e l o n  u t i l i t i e s  h a v e

5  i n t e r c o n n e c t e d  t h o u s a n d s  o f  c u s t o m e r s  f o r  o v e r

6  a  h u n d r e d  m e g a w a t t s  o f  d i s t r i b u t e d  q e n e r a t i o n ,

7  a n d  B G & E  a l o n e  h a s  a p p r o v e d  m o r e  t h a n  4 , 0 0 0

8  i n t e r c o n n e c t i o n  r e q u e s t s  j u s t  i n  2 0 1 4 ?

D o  y o u  r e c a l l  t h a t ?

1 0  A .  I  d o n ' t  r e c a l l  t h e  n u m b e r s

1 1 -  s p e c i f i c a l l y .  B u t  y € s r  I  r e c a l l  t h e  g e n e r a l

1 2  t h r u s t  o f  y o u r  p o i n t .

1 3  O .  S o  t h a t  t h e  C o m m i s s i o n  f o u n d  t h a t

L 4  t h i s  m e r g e r  w o u l d  b r i n g  t o  t h e  D i s t r i c t  a n d

1 5  I ' m  q u o t i n g  f r o m  P a r a g r a p h  3 4 2  o f  t h e

1 6  C o m m i s s i o n ' s  o r d e r  a  c o m p a n y  t h a t ' s

I 1  k n o w l e d g e a b l - e  a n d  e x p e r i e n c e d  i n  r e n e w a b l e

1 8  e n e r g y  g e n e r a t i o n  a n d  h a s  a t  l e a s t  o n e

L 9  s u b s j - d i a r y ,  B G & E ,  t h a t  i s  e x p e r i e n c e d  i n

2 0  i n t e r c o n n e c t i n g  r e n e w a b l e  e n e r g y .

2 I D o  y o u  r e c a l l  t h a t ?

2 2  A .  Y e s ,  I  d o .
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1  Q .  O k a y .  N o w  l e t r s  t a l k  a  l i t t l e  b i t

2  a b o u t  y o u r  t e s t i m o n y  a t  P a g e  4 ,  L i n e s  2 2  t o  2 3 .

3  A .  O k a v .

4  Q .  S o  i n  t h e r e  y o u  s t a t e  t h a t ,  i f  P e p c o

5  h a d  b e e n  d o i n g  t h e s e  t h i n g s  a l r e a d y  - -  a n d  b y

6  t h a t  y o u ' r e  r e f e r r i n g  t o  t h e  n u m b e r  o f

7  commi tments  tha t  a re  w i th in  the  se t t lement

B  a g r e e m e n t  e i t h e r  v o l u n t a r i l y  o r  d u e  t o  a

9  C o m m i s s i o n  o r d e r  o r  t o  a  c i t y  c o u n s e l  m a n d a t e ,

1 0  E x e l o n  w o u l d  h a v e  n o t h i n g  t o  a d d ,  c o r r e c t ?

1 1  A .  T h a t r s  c o r r e c t .

L 2  O .  O k a y .  S o  t h e r e  a r e  t w o  t h i n g s  t h a t

1 3  I  w a n t  t o  t a l k  a b o u t  r e l a t e d  t o  t h a t  s e n t e n c e .

L 4 F i r s t  you  make  t he  po in t  t ha t ,  i f

1 5  P e p c o  h a d  b e e n  d o i n g  t h e  t h i n g s ,  e i t h e r

1 6  v o l u n t a r i l y  o r  i n v o J u n t a r i l y ,  P e p c o  w o u l d  h a v e

l '7  no th inq  to  add.

1B And  on  tha t  po in t ,  I  j us t  wan t  t o

1 - 9  a s k  y o u  w h e t h e r  o r  n o t  y o u  s e e  a  d i f f e r e n c e

2 0  b e t w e e n  d o i n g  s o m e t h i n g  v o l u n t a r i l y  v e r s u s

2 L  i n v o l u n t a r i l v .

2 2  A .  Y e s .  I  d o  s e e  a  d i f f e r e n c e  b e L w e e n
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l -  vo lun ta r i l y  and  i nvo lun ta r i l y .

2  Q .  And  you  see  do ing  someth ing r

3  vo lun ta r i l y  be t te r  t han  do ing  i t  i nvo lun ta r i l y

4  i n  t h i s  con tex t ,  co r rec t?

5  A .  No t  necessa r i l v .

6  Q .  Do  you  recogn ize  tha t  i t  wou ld  be

7  be t te r  f o r  t he  j o in t  app l i can ts  to  be  mak ing

B  these  commi tmen ts  vo lun ta r i l y  as  opposed  to

9  be ing  requ i red  to  do  them th rough ,  f o r

10  i ns tance ,  a  c i t y  counc i l  manda te?

11  A .  Yes .  Yes

12 O.  Vf ,ou1d

13  A .  I  do .  Tha t  wou ld  i nd i ca te  a

14  deg ree  o f  pa r t ne rsh ip  and  w i l l i ngness .

15  O .  Okay .  And  j . t ' s  be t t e r  t o  have

t6  them - -  t hese  comrn i tmen ts  made  vo lun ta r i l v  i n

17  the  se t t l emen t  ag reemen t  as  opposed  to  a f te r  a

18  l eng thy  Commiss ion  p roceed ing  where  tha t

19  resu l t s  i n  an  o rde r  a t  t he  end  o f  t ha t ,

20  co r rec t?

2 I  A .  I  - -  I  wou ld  no t  sav  tha t  t ha t  wou ld

22  necessa r i l v  be  t r ue  i n  a l l  cases .  I  I

(866\ M8 - DEPO
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l -  w o u l d n ' t  m a k e  a  a  b l a n k e t  s t a t e m e n t  t o  t h a t

2  e f f e c t .

3  Q .  O k a y .  F a i r  e n o u g h .

S o  l e t ' s  a l s o  t a l k  a b o u t  t h e  o t h e r

5  p a r t  o f  t h a t  s e n t e n c e  t h a t  s a y s  i f  i f  P e p c o

6  h a d  b e e n  d o i n g  t h e s e  t h i n g s  a l r e a d y ,  t h e n

7 Exe lon  wou ld  have no th inq  to  add.  And we

B  t a l - k e d  a  l l t t l e  b i t  a b o u t  a  c o u p l e  o f  t h e s e

9  t h i n q s  e a r l - i e r .

1_0 Bu t  j us t  t o  be  c l ea r ,  i s  i t  you r

1 - 1  u n d e r s t a n d i n g  t h a t  P e p c o  i s  a l r e a d y

L2 cont r ibu t ing  to  the  Renewab le  Energy

13 Deve lopment  Fund?

I 4 I s  P e p c o  d o i n g  t h a t  n o w ?

1 5  A .  Y o u  k n o w ,  I  d o n ' t  k n o w  t o  w h a t

1 , 6  e x t e n t  P e p c o  h a s  c o m p l i e d  w i t h  t h e  R P S  a n d  i s

1-7  buy ing  RECs as  opposed to  cont r ibu t ing  to  the

1 8  f u n d  d S r  y o u  k n o w ,  e s s e n t i a l l y  a  p e n a l t y .  B u t

1 - 9  i t  c o u l d  b e  t h a t  i t  i s  c o n t r i b u t i n q  t o  t h e

2 0  f u n d .

2t I n  a d d i t i o n  t o  t h e  y o u  k n o w ,  t o

22  the  same ex ten t  t ha t  you ' re  p ropos j -ng  to
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1 -  a u g m e n t  t h e  f u n d  w i t h  s o m e  r n i l l i o n s  o f  d o l l a r s ,

2  n o ,  c e r t a i n l y  n o t .  I  d o n r t  b e l i e v e  t h e y  a r e .

3  Q .  O k a y .  T h a n k  y o u .

A n d  j u s t  t o  b e  c l e a r ,  t o  t h e  e x t e n t

5  t h a t  P e p c o  w a s  p a y i n g  s o m e  s o r t  o f  a l - t e r n a t i v e

6  c o m p l i a n c e  p a y m e n t  f o r  S O S  p r o v i d e r s ,  t h a t

7  wou ld  be  monev tha t  wou ld  be  recovered f rom

B  c u s t o m e r s  t h a t  i s  t h e n  p a i d  i n t o  t h e  f u n d ;  t h a t

9  w o u l d  n o t  b e  s h a r e h o l d e r  d o l l a r s  s u c h  a s  i s

1 0  s u g g e s t e d  h e r e  i n  t h e  s e t t l e m e n t  a g r e e m e n t ,

1 1  c o r r e c t ?

L 2  A .  T h a t  I  s  c o r r e c t .

1 3  O .  O k a y .  T h a n k  y o u .

I 4 A n d  f o r  t h e  o t h e r  i t e m s  i n  t h e

1 5  C u s t o m e r  I n v e s t m e n t  F u n d ,  t h e  o t h e r

L 6  c o n t r i b u t i o n s  t h a t  a r e  b e i n g  m a d e ,  t h o s e  a r e

L 7  n o t  t h i n g s  t h a t  E x e l - o n  o r  P e p c o  i s  c u r r e n t l y

1 8  d o i n g ,  c o r r e c t ?

1 9  A .  T h a t  i s  c o r r e c t .

2 0  O .  O k a y .  A n d  i t ' s  a l s o  t r u e  t h a t  P e p c o

2 I  i s  n o t  c u r r e n t l y  d e v e l o p i n g  u p  t o  1 0  m e g a w a t t s

2 2  o f  s o l a r  i n  t h e  D i s t r i c t  o f  C o l u m b i a .
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1  A .  T h a t  i s  a l s o  c o r r e c t ,  t o  m y

2  k n o w l e d g e .

3  Q .  O k a y .  A n d  y o u ' r e  n o t  a w a r e  t h a t

4  e i t h e r  P e p c o  t h a t  P e p c o  h a s  n o t  a l r e a d y

5 agreed to  deve lop  or  suppor t  the  deve lopment  by

6  p r o c u r i n g  a  h u n d r e d  m e g a w a t t s  o f  w i n d  u n d e r  a

7  l o n g - t e r m  c o n t r a c t ,  h a s  i t ?

B  A .  N o ,  i t  h a s  n o t .

9  Q .  O k a y .  S o  a I I  o f  t h o s e  t h i n g s  a r e

1 0  n e w  a n d  a r e  i - n c r e m e n t a l -  b e n e f i t s  a s  a  r e s u l - t  o f

1 1  t h e  s e t t l e m e n t  a g r e e m e n t ;  t h o s e  a r e  n o t  t h i n g s

1 2  t h a t  w e r e  b e i n g  d o n e  a l r e a d y  b y  P e p c o ,  c o r r e c t ?

1 3  A .  N o  d i s p u t e .

L 4  0 .  G r e a t .  T h a n k  y o u .

15 M r .  M a r t i n ,  d i d  y o u  l o o k  a t  t h e

1 - 6  o t h e r  b e n e f i t s  i n  t h e  s e t t l e m e n t  a g r e e m e n t ,  a n d

I 7  d o  y o u  c o n s i d e r  t h e r e  t o  b e  b e n e f i t s  i n  t h e

l - 8  s e t t l e m e n t  a q r e e m e n t ?

1 , 9  A .  I  d i d  f o c u s  m y  a t t e n t i o n  p r i n c i p a l l y

2 0  o n  P u b l - i c  I n t e r e s t  F a c t o r  N o .  ' 7 .  
A n d  t h a t ' s

2 L  a l l  I ' m  r e a l l y  p r e p a r e d  t o  s p e a k  t o  t o d a y .

22 B u t  I  d i d  r e v i e w  t h e  e n t i r e
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1  se t t l emen t  aq reemen t .  And  I r ve  l i s t ened  t o

2  much  o f  t he  tes t j -mony  he re  today .  So

3  sys tema t i ca l l y  I r ve  hea rd  t he  j o i n t  app l i can t s

4  speak  to  the  va r ious  i ncen t i ves  tha t  have  been

5  pu t  i n to  the  to  the  ag reemen t  f o r  pa r t i es  to

6  se t t l e ,  yes .

7  Q .  Okay .  And  you  wou ld  ag ree  the re  a re

8  bene f i t s  t he re ,  t hose  o the r  i s sues ,  t h i ngs

9  A .  No  d i s -

10  O .  I i ke  the  Cus tomer  Inves tmen t  Fund

11  and  - -

12  A .  No  d i spu te .

13  A .  Thank  you .

L4 A r e  y o u  f a m i l i a r  w i t h  r a t e  m a k i n g

15  p rocess  gene ra l l y  and  i n  t he  D i s t r i c t  o f

L6  Co lumb ia  spec i f i ca l l y?

I ' 7  A .  P robab lv  no t  t o  t he  ex ten t  o f  mos t

18  o f  t he  peop le  i n  t h i s  r oom.  I t ' s  no t  an  a rea

19  tha t  I  have  have  expe r t i se  i n .

20 B u t  I r v e  e n g a g e d  i n  t h e  p r o c e s s .

2 L  I ' v e  b e e n  a  p a r t y  t o  r a t e  m a k i n g  c a s e s .  S o  I

2 2  h a v e  a  p a s s i n g  f a m i l i a r i t y  w i t h  i t .
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1  Q .  O k a y .  T h a n k  y o u .  I ' m  s u r e  t h a t r s

2  m o r e  t h a n  e n o u g h  f o r  t h e  f e w  q u e s t i o n s  I ' m

?  r r o i n r r  t o  a S k .

W o u l d  y o u  a g r e e  t h a t  P e p c o r  d s  a

5  r e g u l - a t e d  u t i l i t y ,  i s  e n t i t l e d  t o  r e c o v e r  t h e

6  c o s t  t h a t  i t  p r u d e n t l y  i n c u r s  i n  o r d e r  t o

7  p r o v i d e  u t i l i t y  s e r v i c e  t o  D i s t r i c t  o f  C o l u m b i a

B  r e s i d e n t s ?

9  A .  Y e s .  A n d  - -  a n d  a s  I ' v e  o u t  o n  t h e

1 0  r e c o r d  i n  t h e  p a s t  o n  b e h a l f  o f  G r i d  2 . 0 ,  w e  d o

1 1  t a k e  i s s u e  w i t h  t h i s  i d e a  o f  p r u d e n c e .

L2 W e  f e e l  t h a t  w e  f e e l  t h a t  a

1 3  p r u d e n t  u t i l i t y  i s  g o i n g  t o  b e  f o r w a r d  l o o k i n g

1 4  a n d  e x a m i n i n g  o p p o r t u n i t i e s  f o r  s m a r t  g r i d  t o  a

1 5  g r e a t e r  e x t e n t  t h a n  h a s  b e e n  t h e  c a s e  h e r e  i n

1 6  t h e  D i s t r i c t .

1 1  O .  U h - h u h .

1 8  A .  W e ' r e  v e r y  p l e a s e d  n o w  t h a t  t h e

1 9  C o m m i s s i o n  h a s  o p e n e d  u p  F o r m a l  C a s e  1 1 3 0  t o

2 0  a d v a n c e  t h a t  d i s c u s s i o n .  B e c a u s e ,  a t  l e a s t  i n

2 L  o u r  o p i n i o n ,  t h a t  w a s  n o t  b e i n g  t h a t  w a s  n o t

2 2  b e i n g  g i v e n  p r u d e n t  c o n s i d e r a t i o n  b y  t h e
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1  r r f  i  I  i  1 - r r

Z B u t ,  i n  g e n e r a l ,  t h e  I  w o u l d

3  ag ree  w i t h  you r  asse r t i on .

4  Q .  Okay .  And  Pepco ' s  pa r t i c i pa t i ng  i n

5  Fo rma l  Case  1130 ,  co r rec t?

6  A .  Oh ,  i t  ce r t a i n l y  i s .

1  Q .  Okay .  Good .

So vou wou ld  aqree w i th  me then

9  t h a t ,  i f  t h e  C o m m i s s j - o n  w e r e  t o  o r d e r  D a n n n  + - ^

1 0  p r o v i d e  a  p a r t i c u l a r  s e r v i c e ,  s o ,  f o r  i n s t a n c e ,

1 1  e n e r g y  e f f i c i e n c y  a s  a n  e x a m p l e  a n d  w e ' 1 1

L 2  a s s u m e  f o r  t h e  b r i e f  p u r p o s e  o f  m y  q u e s t i o n

1 - 3  t h a t  P e p c o  w e r e  a l l o w e d  t o  p r o v i d e  t h o s e

L 4  s e r v i c e s  i n s t e a d  o f  t h e  S E U  - -  b u t  i f  t h e

1 5  C o m m i s s i o n  w e r e  t o  o r d e r  P e p c o  t o  d o  t h a t ,  t h e n

1 6  P e p c o  w o u l d  b e  e n t i t l - e d  t o  r e c o v e r  i t s

I 7  p r u d e n t l y  i n c u r r e d  c o s t s  a s s o c i a t e d  w i t h  t h a t

1 8  s e r v i c e i  i s  t h a t  c o r r e c t ?

1 9  A .  W e l I ,  o f  c o u r s e  t h a t ' s  t r u e .

2 0  O .  o k a y .

2 7  A .  H o w e v e r ,  I  t h i n k  t h a t  t h e r e  a r e  m a n y

2 2  t h i n g s  t h a t  a  a  f o r w a r d  l o o k i n g  a n d
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1  p r o a c t i v e  u t i l - i t y  c a n  e n g a g e  i n  t h a t  d o n ' t  e v e n

2  n e c e s s a r i l y  e n t a i l  a  l o t  o f  c a p i t a l  i n v e s t m e n t ,

3  a n d  p r i m a r i l y  i n  t h e  w a y  o f  p o l i c y  t h a t  c o u l d

4  m o v e  u s  i n  t h e  d i r e c t i o n  o f  e f f i c i e n c v  a n d

5  a d o p t i o n  o f  r e n e w a b l e s  t h a t  g o  b e y o n d  t h e

6  t h e  l i m i t e d  r a n q e  o f  o f  i n v e s t m e n t s  t h a t

7  w o u l d  b e  r e c o v e r a b l e  i n  a  r a t e  c a s e  t h a t  v o u ' r e

B  r e f e r r i n g  t o .

9  Q .  O k a y .  A n d  I  w o u 1 d  a g r e e  w i t h  y o u  o n

1 0  t h a t .  B u t  l - e t  m e  f o l l o w  u p  o n  m y  q u e s t i o n  j u s t

1 1  a  l i t t l e  b i t .

T2 So  i f  t he  u t i l - i t v  i s  en t i t l ed  t o

1 - 3  r e c o v e r  c o s t s  i f  t h e y  a r e  o r d e r e d  t o  d o  i t ,  I

1 4  j u s t  w a n t  t o  c l - o s e  t h a t  o u t  t h a t ,  u n d e r  t h e

1 5  t e r m s  o f  t h e  s e t t l - e m e n t  a g r e e m e n t ,  P e p c o  a n d

1 6  E x e l o n  h a v e  a g r e e d  t o  n o t  g e t  r e c o v e r y  i n  r a t e s

I 1  f o r  t h e  f u n d i n g  o f  t h e  s u p p o r t  f o r  r e n e w a b l e

1 8  e n e r g y  d e v e l o p m e n t ,  f o r  e n e r g y  e f f i c i e n c y  o r

1 9  f o r  s u s L a i n a b i l i t v  u n d e r  t h e  s e t t l e m e n c

2 0  a g r e e m e n t ;  i s n ' t  t h a t .  c o r r e c t ?

2 1 ,  A .  Y e s .  T h i s  i s  t r u e .

22 M S .  S T A R K :  O k a y .  T h a n k  y o u .
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T h a t  t h o s e  a r e  t h e  o n l v  q u e s t i o n s

2  I  have ,  Mr .  Ma r t i n .  Thank  you  much .

T H E  W I T N E S S :  Y o u ' r e  w e l c o m e .

CHAIRMAN KANE:  Anvone e lse  have

5  c ross -exam ina t i on  f o r  t h i s  w i t ness?

MR.  CALDWELL:  Your  Honor ,  I  j us t

7  h a v e  o n e  o n e  q u e s t i o n  o n e

Y

10

CHAIRMAN KANE:  Wel l

M R .  C A L D W E L L :  - -  a r e a  o f  q u e s t i o n .

CHAIRMAN KANE:  Uh-huh.

1 1  C R O S S - E X A M I N A T I O N  B Y  C O U N S E L  F O R  D . C .

L2

t _J

GOVERNMENT

B Y  M R .  C A L D W E L L :

1 4  O .  G o o d  a f t e r n o o n ,  M r .  M a r t i n .

15 B r i a n  C a l d w e l l  w i t h  t h e  D i s t r i c t

1 , 6  G o v e r n m e n t .

I 1 I  j u s t  h a d  o n e  b i t  o f  y o u r

18  tes t imony .  I f  you  cou ld  tu rn  to  Page  9 ,  L j -nes

L9  15  t h rough  I 7  o f  you r  t es t imony .

20 A n d  y o u  s t a t e ,  i n  r e f e r e n c e  t o  t h e

21" wind procurement  contract  or  commitment ,  I

22  shou ld  say  "The  p rocu remen t  o f  100  megawat t s
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1  o f  w ind  ene rgy  under  l ong - te rm con t rac ts  i s  an

2 open-ended commitment  wi thout  a  f ixed deadl ine

3  and  can  be  execu ted  by  any  Exe lon  subs id ia ry  i n

4  any  o f  t he  PH I  j u r i sd i c t i ons .  The  Commiss ion

5  shou ld  no t  coun t  t h i s  as  any th ing  o the r  t han  a

6  neu t ra l  f ac to r ,  ne j - t he r  enhanc ing  no r

7  d im in i sh ing  the  pub l i c  i n te res t  f o r  Fac to r

B  No .  7  because  i t  l acks  any  spec i f i c  commi tmen t

9  i n  i n  suppo r t  o f  t he  D i s t r i c t ' s  goa l s  o f

1 -0  ach iev ing  50  pe rcen t  renewab le  power  by  2013 .

11 You woul -d asree that  the

L2  Commiss ion ' s

t <

1 A

C H A I R M A N  K A N E :  M r .  C a l d w e l l .

M R .  C A L D W E L L :  Y e s ?

15 CHAIRMAN I (ANE:  I  th ink  vou mean

1 , 6  2 0 3 2 .

L7 M R .  C A L D V { E L L :  I s  t h a t  o h ,  s o r r y .

1 8  W h a t  d i d  I  s a v ?

t 9  C H A I R M A N  K A N E  z  2 0 L 3 .

z v M R .  C A L D W E L L :  Y e s .  I  d i d  m e a n

2 t  2032 .  Thank  you ,  You r  Hono r .

22 BY MR.  CALDWELL:
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1  Q .  Y o u  w o u l d  a g r e e  t h a t  t h e

2  c o m m i s s i o n ' s  P u b l i c  I n t e r e s t  F a c t o r  7  s t a t e s

3  t h a t  t h e  C o m m i s s i o n  m u s L  c o n s i d e r  t h e

4  t r a n s a c t i - o n s  e f f e c t  o n  t h e  c o n s e r v a t i o n  o f

5  n a t u r a l  r e s o u r c e s  a n d  p r e s e r v a t i o n  o f

6  e n v i r o n m e n t a l  q u a l i t y ,  c o r r e c t ?

7  A .  Y e s .  T h a t ' s  c o r r e c t .

B  Q .  O k a y .  T h e  C o m m j - s s i o n '  s  P u b l  i c

9  I n t e r e s t  F a c t o r  7  d o e s  n o t  s t a t e  t h a t  i t  m u s t

1 0  c o n s i d e r  t h e  m e r q e r ' s  e f f e c t  o n  t h e  D i s t r i c t r s

1 1  a b i l i t y  t o  a c h i e v e  5 0  p e r c e n t  r e n e w a b l - e  p o w e r

t 2  b y  2 0 3 2 ,  d o e s  i t ?

1 3  A .  I t  d o e s n ' t  I i m i t  i t  t o  t h a t .  Y o u ' r e

1 , 4  c o r r e c t .

1 5  O .  O k a y .  W o u l d n ' t  y o u  a g r e e  t h a t  t h e

1 6  e x i s t e n c e  o f  a n  o f f e r  t o  p u r c h a s e  1 0 0  m e g a w a t t s

! ' 7  o f  w i n d  e n e r g y  o v e r  a  t e n - y e a r  p e r i o d  c o u l d

1 8  p r o v i d e  a n  i n c e n t i v e  f o r  a  d e v e l o p e r  o f  w i n d

1 9  p o w e r  t o  a d d  n e w  w i n d  g e n e r a t i o n  i n  t h e  P J M

2 0  t h a t  m i g h t  n o t  o t h e r w i s e  e x i s t  b u t  f o r  t h i s

2 L  c o m m i t m e n t ?

2 2  A .  I t  i s  c o n c e i v a b l e .  B u t  o n c e  a g a  j - n ,
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1  I  w o u l d  s a y  i t ' s  s p e c u l a t i v e ,  l i k e  s o  m a n y  o f

2  t h e  o t h e r  m e a s u r e s  i n  t h e  s e t t l e m e n L .

The re ' s  money  t ha t ' s  go ing  i n to  t h i s

4  f u n d  o r  t h a t  f u n d .  I t  c o u l d  l e a d  t o  t h e

5  d e v e l o p m e n t  o f  s o l a r  p o w e r .  T h i s  c o u l d  l - e a d  t o

6  t h e  d e v e l o p m e n t  o f  n e w  w i n d  p o w e r .

B u t  i t ' s  i t  I  s  I  m e a n  I

B  w o u l d n ' t  w a n t  t o  d i s m i s s  i t  a s  h a n d  w a v i n g ,  b u t

9  i t ' s  i t ' s  n o t  a  f i r m  c o m m i t m e n t .  A n d

L 0  t h e r e ' s  c e r t a i n l y  n o  e n f o r c e a b i l i t y  b e h i n d  a n y

1 1  o f  t h e s e  t h i n q s .

L 2  O .  O k a y .  B u t  y o u  s a i d  i t  w o u l d  b e

1 3  c o n c e i v a b l e  L f

1 4  A .  Y e s .

1 5  O .  I t  I  s  c o n c e i v a b l - e .

L6 S o  w o u ] d n r t  t h e  a d d i t i o n  o f  n e w  w i n d

1 , 7  g e n e r a t i o n  i n  t h e  r e g i o n  c o n t r i b u t e  t o  t h e

1 B  c o n s e r v a t i o n  o f  n a t u r a l  r e s o u r c e s  a n d

1 9  p r e s e r v a t i o n  o f  e n v i r o n m e n t a l  q u a l i t y ?

2 0  A .  N e w  g e n e r a t i o n  w o u l d  c e r t a i n l y  d o

2 I  t h a t ,  y € s .

2 2  M R .  C A L D W E L L :  O k a v .  T h a t r s  a l l  I
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1

2

3

4

5

6

8

9

10

11

L2

13

1,4

15

a a
I O

I 7

18

19

20

2L

22

h a v e .  T h a n k  y o u .

CHAIRMAN KANE:  Thank vou.

Anyone e l -se?

C o m m i s s i o n e r  F o r t .

C O M M I S S I O N E R  F O R T :  J u s t  b r i e f l y .

G o o d  a f t e r n o o n ,  M r .  M a r t i n .

O n  P a g e  4  o f  y o u r  t e s t i m o n y  a t  L i n e s

t l  t o  2 0 ,  i n  t h e  s e c t i o n  w h e r e  I  t h i n k  t h e

h e a d i n g  f o r  t h a t  s e c t i o n  i s  " E x p l a i n  W h y  t h e

Commiss ion  Shou ld  F ind  the  Commi tments  in  the

S e t t l e m e n t  R e l a t i n q  t o  P u b I i c  I n t e r e s t  F a c t o r

N o .  7  I n s u f f i c i e n t .  "

And you,  over  the  nex t  coup le  o f

p a g e s ,  i d e n t i f y  t h r e e  r e a s o n s  w h y  t h e y  s h o u l d

b e  i n s u f f i c i e n t ,  t h e  f i r s t  b e i n g  t h a t  t h e y  d o

n o t  r e l a t e  t o  t h e  c o u p l i n g  o f  t h e  c o m p a n i e s .

A n d  y o u  n o t e ,  q u o t e :  N o  e c o n o m y  o f

s c a l e  o r  s c o p e  o r  a c c e s s  t o  b e t t e r  f i n a n c i n g .

N o t h i n g  a b o u t  t h e  m e r g e r  o f  P H I  a n d  E x e l o n

m a k e s  t h i s  p o s s i b l e .

Were  you in  the  room when f  had my

d i s c u s s i o n  w i t h  M r .  H e m p l i n g ?
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T H E  W I T N E S S :  Y e s ,  f  w a s .

C O M M I S S I O N E R  F O R T :  O k a y .  S o  y o u

3  I ' m  g o i n g  t o  a s k  f i r s t  a r e  y o u  r e l y i n g  o n

4  l a n g u a g e  f r o m  a n  o r d e r  o r  a  s t a t u t e  w h e n  y o u

5  s t a t e  t h a t  t h e  c o m m i t m e n t s  n e e d  t o  b e  r e l a t e d

6  t o  t h e  c o u p l i n g  o f  t h e  c o m p a n y ?

T H E  W I T N E S S :  N o .  N o ,  f ' m  n o t .

C O M M I S S I O N E R  F O R T :  W h a t  a r e  V o u

9  r e l y i n g  o n .

10 T H E  W I T N E S S :  I ' m  - -  I ' m  r e l y i n g  o n

11  t he  i dea  o f  a  merge r  o r  o r  acqu i s i t i on

L2  pe r t a i n i ng  t o  t he  a t t r i bu tes  assoc ia ted  w i t h

13  those  two  compan ies  coming  toge the r .

1,4 T h e  d i s t i n c t i o n  t h e  q r i d  m a k e s  i n

1 5  t h i s  c a s e  b e t w e e n  a t t r i b u t e s  a r j - s i n g  o u t  o f  a

L 6  m e r g e r  I  t h i n k  M r .  H e m p l i n g  h a s  h a s  s p o k e n

I '7  to  adequate ly .

18 I  w o u l d  o n l y  a d d  h e r e  t h a t  a d d i n g

L 9  a n o t h e r  u m p t e e n  m i l l i o n  d o l l a r s  o u t  o f  a  a

2 0  b i l l i o n  d o l l a r  p a c k a g e  i s  i s  r e a l l y  j u s t

2 1 ,  b u y i n g  t h e  s u p p o r t  o f  v a r i o u s  v a r i o u s

2 2  s e t t l i n g  p a r t i e s  t o  p a r t i c i p a t e  i n  t h e  d e a l .
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1
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I9

20
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22

Y e s ,  I  w o u l d  - -  f  w o u l d  a c k n o w l e d g e

t h a t  p o t e n t i a l l y  w e  c o u l d  g e t  s o m e  n e w  s o l a r

o u t  o f  t h i s ,  a n d  w e  c o u l d  g e t  s o m e  n e w  w i n d

e n e r g y  o u t  o f  t h i s .

Some o f  the  more  pro found ou tcomes

t h a t  I  w o u l d  l o o k  f o r  f r o m  t h e  m e r q e r  w h e r e  w e

w o u l d  b e  a d v a n c i n g  a n  i n t e g r a t e d  r e s o u r c e  a n d

d i s t r i b u t i o n  s y s t e m ,  s u c h  a s  i s  b e i n g  d i s c u s s e d

i n  l - 1 3 0 ,  I  t h i n k  a r e  m i s s i n g .

T h e s e  a r e  t h e  s o r t s  o f  t h i n q s  t h a t  I

wou ld  imag ine  migh t  come f rom a  coup l ing  o f

c o m p a n i e s  a s  o p p o s e d  t o  j u s t  k i n d  o f  a  s h o p p i n g

l i s t  o f  o f  i t e m s  t h a t  s e e m  t o  a p p e a s e

s e t t l i n g  p a r t i e s  t o  p a r t i c i p a t e .

C O M M I S S I O N E R  F O R T :  f ' v e  a s k e d  e a c h

o f  t h e  s e t t l i n g  p a r t i e s  t h e  q u e s t i o n ,  i f  t h e

C o m m i s s i o n  e s t a b l i s h e s  a d d i t i o n a l  r u l e s  o r  r u l e

m a k i n g s  o r  o r d e r s  a f t e r  t h e  s e t t l e m e n t

a g r e e m e n t  i s  c o n s i d e r e d ,  i f  w e  w e r e  t o  a c c e p t

t h e  s e t t l e m e n t  a g r e e m e n t ,  w o u l d  t h e  s e t t l e m e n t

a g r e e m e n t  p r e c l u d e  t h e  p a r t i e s  f r o m  c o m p l y i n g

w i t h  C o m m i s s i o n  r u l - e s  a t  a ,  y o u  k n o w ,  d i f f e r e n t
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1
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B
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10
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1,2

13

I4

15

L6

I7

1B

19

20
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22

d a t e .

Y o u  k n o w ,  I  d o n ' t  s e e  t h e  p a p e r  t h a t

I  r e a d .  I r v e  k i n d  o f  t r i e d  t o  c a r e f u l - l y  r e a d

i t  t o  e v e r y b o d y .  B u t ,  y o u  k n o w ,  t h a t  w a s  t h e

i d e a ,  w h i c h  o n e  w o u l d  p r e e m p t  t h e  o t h e r .

A n d  t h e  r e s p o n s e s  b a c k ,  y o u  k n o w ,

t h a t  I  g o t  f r o m  e a c h  p a r t y  w a s  t h a t  t h e  p a r t i e s

w o u l d  s t i I I  c o m p l y  w i t h  c o m m i s s i o n  r u l e s  a n d

c o m m i s s i o n  o r d e r s .

I f  t h a t  i s  t r u e  a n d  a n d  t h a t  i f

w e  c o m e  u p  w i t h  s o m e t h i n g  o u t  o f  1 1 3 0  t h a t  t h e y

w o u l - d  t h e n  h a v e  t o  c o m p l y  w i t h ,  i s  t h a t  s t i l 1  a

c o n c e r n  o f  y o u r s ?

T H E  W I T N E S S :  N o .  I  a q r e e  t h a t  a l l

t h e  s e t t l i n g  p a r t i e s  h a v e  a g r e e d  t h a t  t h e

c o n t r o l l i n g  d o c u m e n t s  w o u l d  b e  a n y t h i n g

s u b s e q u e n t l y  i s s u e d  b y  t h e  P S C .

C O M M I S S I O N E R  F O R T :  O n  P a s e  5  o f

y o u r  t e s t i m o n y ,  d t  L i n e s  4  t o  6 ,  y o u  i d e n t i f y

t h e  s e c o n d  o f  t h e  t h r e e  r e a s o n s  t h a t  v o u  f i n d

t h e  c o m m i t m e n t s  t o  b e  i n s u f f i c i e n t .

A n d  y o u  s a y  t h e r e  t h e  j o i n t
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a p p l i c a n t s  s t i l l  f a i l  t o  g r a s p  t h a t  t h e

e s s e n t i a l  r o l e  o f  a  d i s t r i b u t i o n  u t i l - i t v  i n

D . C .  i s  n o t  o n e  o f  a  d e v e l o p e r  b u t  t h a t  o f  a

p a r t n e r  t o  a d v a n c e  t h e  p o l i c i e s  s e t  i n  p l a c e  b y

t h e  C A B A ,  t h e  R P S ,  C R E A  a n d  s u s t a i n a b i l i t y

g o a l s .

Y o u  s e e  t h a t  l a n g u a g e  t h e r e ?

T H E  W I T N E S S :  Y e s ,  C o m m i s s i o n e r .

C O M M I S S I O N E R  F O R T :  O k a y .  D o  y o u

a g r e e  t h a t  s o m e  o f  t h e  c o m m i t m e n t s  r e l a t e  t o

E x e l o n  s e p a r a t e  f r o m  P e p c o  s o  t h a t  s o m e  a r e

r e l a t e d  t o  P e p c o  a s  a  d i s t r i b u t i o n  c o m p a n y  a n d

s o m e  a r e  r e l a t e d  t o  E x e l o n ?

T H E  W I T N E S S :  I n  m a k i n q  t h a t

s t a t e m e n t ,  I  w a s  r e f e r r i n g  o n l y  t o  t h e

d i s t r i b u t i o n  u t i l i t v  i n s o f a r  a s  t h a t  t h a t

w a s  t h e t h a t r s  f o c u s  o f  t h e  a c q u i s i t i o n .

C O M M I S S I O N E R  F O R T :  B u t  w e  h a v e

i c a n t s .  A n d  s o  w e  h a v e  m u l - t i p l ej o i n t  app l

pa r t i es  i n f ron t  o f  us

S o  I  g u e s s  I

S h o u l - d  E x e I o n ,  s e p a r a t e

l - 1  a s k  t h i s  q u e s t i o n :

f r o m  P e p c o ,  a l s o  t a k e
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1 -  s t e p s  t o  a d v a n c e  t h e  g o a l s  o f  t h e  C 1 e a n  a n d

2  A f f o r d a b l e  E n e r g y  A c t  i n  t h e  D i s t r i c t ' s

3  r e n e w a b l e  p o r t f o l i o  s t a n d a r d s ,  i n  y o u r  o p i n i o n ,

4  s i n c e  t h e r e  a r e  m u l t i p l e  p a r t i e s ?

T H E  W I T N E S S :  I  t h i n k  t h a t ' s

6  c e r t a i n l y  a I l o w a b l e ,  y e s .

C O M M I S S I O N E R  F O R T :  I n  y o u r  o p i n i o n ,

B  s h o u l d  E x e l o n ,  a s  t h e  p a r e n t  c o m p a n y  - -  o h ,

9  n e v e r  m i n d .  I  w o n ' t  a s k  t h a t  o n e .

10 I  guess  and  my  las t  ques t i on  to  you

L L  i s ,  o n  P a g e  1 2 ,  L i n e s  L 2  t o  L 6 ,  y o u  s t a t e  t h a t

1 , 2  a  s u r p r i s i n g  m a j o r i t y  o f  D i s t r i c t  c i t i z e n s  a r e

1 3  w e l l  a w a r e  t h a t  w e  s h o u l d  n o t  p e r m i t  o u r

L 4  u t i l i t y  t o  b e  d r a g g e d  b a c k  t o  t h e  2 0 t h  c e n t u r y

1 5  i n  r e t u r n  f o r  w h a t  a m o u n t s  t o  a  f e w  b a q s  o f

1 6  g r o c e r i e s  p e r  h o u s e h o l d  a n d  a  c o u p l e  y e a r s '

I 7  w o r t h  o f  f u n d i n g  f o r  D i s t r i c t  p r o g r a m s .

. L d Are  you  us ing  a  ma jo r i t y  o f  D i s t r i c t

1 9  r e s i d e n t s  j u s t  a s  a  f i g u r e  o f  s p e e c h  t h e r e r  o r

2 0  d o e s  G r i d  2 . 0  h a v e  s o m e t h i n g  t h a t  b a c k s  u p  s o m e

2 L  n u m b e r s  t h a t  t h i s  i s  a  m a j o r i t y  o f  D l s t r i c t

2 2  c i t i z e n s ?
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T H E  W I T N E S S :  S o  t h i s  w a s  b a s e d  o n

2  t h e  t h e  t e s t i m o n y  t h a t  h a d  b e e n  r e c e i v e d  b y

3  t h e  P S C  a n d  t h e  P S C ' s  d e c i s i o n  o r d e r ,  t h e

4 number  o f  wh ich  escapes me o f f  the  top  o f  my

5  h e a d ,  w h e r e  w h e r e  t h e  P S C  i n d i c a t e d  t h a t

6  t h e r e  h a d  b e e n  a  a  v e r y  s t r o n g  r e s p o n s e  a n d

7  t h a t  t h a t  h a d  t o  b e  t a k e n  i n t o  a c c o u n t  i n  y o u r

B  d e c i s i o n .

9

10  you .

11

1 ,2  you  so  much .

13

I4

15

C O M M I S S I O N E R  F O R T :  G o o d .  T h a n k

T h o s e  a r e  a l l  m y  q u e s t i o n s .  T h a n k

T H E  W I T N E S S :  T h a n k  v o u .

CHAIRMAN KANE:  Thank vou.

M r .  M a r t i n ,  j u s t  a  c o u p l e  o f

16  ques t i ons .

L7  I f  I  we re  to  tu rn  you  aga in  to  Page

1-8  4  o f  you r  t es t imony ,  wh ich  Ms .  S ta rk  had

19  ques t i oned  you  abou t  a t  t he  bo t tom o f  t he  pa9e ,

20  i n  answer  t o  Ques t i on  8 ,  t he  l as t  two  l i nes ,

21 "  l as t  two  had  Pepco  been  do ing  these  th ings

22  a l r eady ,  e i t he r  vo lun ta r i l y  o r  due  t o
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1  c o m m i s s i o n  o r d e r  o r  c i t y  c o u n c i l  m a n d a t e ,

2  E x e l o n  w o u l d  h a v e  h a d  n o t h i n g  t o  a d d .  A n d  y o u

3  h a d  a  a  Q - a n d - A  b a c k  a n d  f o r t h  w i t h  M r s .

4  S t a r k  a b o u t  v o l u n t a r y  v e r s u s  m a n d a t o r y .

W o u l d  - -  i n  t e r m s  o f  e n f o r c i n q  a

6  commi tment  o r  en forc inq  a  versus  a

7  r e q u i r e m e n t ,  w o u l d  t h e  C o m m i s s i o n  h a v e  a n y

B  a b i l i t y  - -  w e r e  a  c o m p a n y  t h e  c o m p a n y

9  w h e r e  P e p c o  d o i n g  s o m e t h i n g  v o l u n t a r i l y ,  w h a t

1 0  a u t h o r i t y  w o u l d  t h e  C o m m i s s i o n  h a v e  t o  s e e  t h a t

1 1  i t  c o n t i n u e d ,  t o  e n f o r c e  i t ?

1,2 T H E  V { I T N E S S :  I f  I  u n d e r s t a n d  v o u r

1 3  q u e s t i o n  p r o p e r l y ,  i t  w o u l d  h a v e  n o  a u t h o r i t y

1 4  t o  e n f o r c e  s o m e t h i n g  v o l u n t a r i l y  u n l e s s

1 5  y e a h .  I  I  c a n  s e e  t h a t  t h e r e  c o u l - d  b e  a

L 6  c o r r e l a t i o n  b e t w e e n  r u l e s  a n d  v o l u n t a r v

I l  a c t i o n s .  T h e y  w o u l - d  h a v e  d o n e  i t  a n y w a y  e v e n

1 B  w i t h o u t  a  r u l e ,  p o t e n t i a l l y .

I 9 B u t  I  - -  f  t h i n k ,  i f  I  u n d e r s t a n d

20  you r  ques t i on  p rope r l y ,  t he re  wou ld  be  no

2L  au tho r i t y  t o  en fo rce  a  vo lun ta ry  ac t i on .

22 C H A I R M A N  K A N E :  S o  i t  c o u l d  g o  a w a y .

(866\ M8 - DEPO
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T H E  W I T N E S S :  C o u l d  g o  a w a y .

CHAIRMAN KANE:  Second ly ,  on  the

3  i ssue  o f  w ind ,  you  were  asked  wh€ the r  o r  no t

4  and  th i s  i s  i n  Commi tmen t  130  whe the r  o r  no t

5  the  p roduc t i on  o f  new sou rces  o f  w ind  w i th in

6  PJM wou ld  be  a  bene f i t  t o  t he  env i ronmen t ,  i f

7  I 'm  ph ras ing  t ha t  ques t i on  co r rec t l y .  You  we re

B  asked  t ha t  ques t i on .

Y

10

11

T2

I 5

I 4

1B

L9

15  cou ld  i nves t  anywhere  i n  t he  coun t r y  o r  t he

16  wo r l d ,  f o r  t ha t  ma t t e r ,  and  po ten t i a l l y  i t

L7  wou ld  be  a  bene f i t  t o  t he  env i ronmen t .

T H E  V I I T N E S S :  Y e s .

CHAfRMAN KANE:  And vou had answered

T H E  W I T N E S S :  f  b e l i e v e  s o .

CHAIRMAN KANE:  - -  i t  cou ld .

T H E  W I T N E S S :  Y e s .  W e 1 1 ,  E x e l o n

C H A I R M A N  K A N E :  O k a v .

T H E  W I T N E S S :  T h e v  c o u l d  i n v e s t  w i t h

2 0  o r  w i t h o u t  t h e  a c q u i s i t i o n  o f  P e p c o ,  a n d  i t

2 L  w o u l d  s t i l l  b e  a  b e n e f i t  t o  t h e  e n v i r o n m e n t .

22 CHAIRMAN KANE:  Okay.  I f  you  wou ld
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1  l ook  d t ,  i f  you  have  i t  be fo re  you ,  130 ,  t he

2  t i r s t  pa rag raph  be fo re  Pa rag raph  A .  And  these

3  l - i nes  a re  no t  numbered ,  bu t  i t  a l - I  t he  f i r s t

4  sen tence  o f  130 .

A n d  I ' l - 1 ,  s k i p  d o w n :  E x e l o n  o r  i t s

6  n o n  o r  i t s  n o n u t i l i t v  s u b s i d i e s

7  s u b s i d i a r i e s  e x c u s e  m e  w i l l  e t  c e t e r a ,

8  e t  c e t e r a  w i l l  c o n d u c t  o n e  o r  m o r e  r e q u e s t s

9  f o r  p r o p o s a l s  o r  o t h e r  c o m p e t i t i v e  p r o c e s s  t o

1 0  s o l i c i t  o f f e r s  t o  p u r c h a s e  a  t o t a l  o f  a  h u n d r e d

1 1  m e g a w a t t s  o f  r e n e w a b l e  e n e r g y  c a p a c i t y  a n d

L 2  a n c j - I 1 a r y  s e r v i c e s  a n d  e n v i r o n m e n t a l -  a t t r i b u t e s

1 3  a s s o c i a t e d  t h e r e w i t h ,  i n c l u d i n g  b u t  n o t  I i r n i t e d

1 4  t o  r e n e w a b l - e  e n e r g y  c r e d i t s  f r o m  o n e  o r  m o r e

1 5  n e w  o r  e x i s t i n g  w i n d  g e n e r a t i o n  f a c i l i t i e s .

I 6

1,7

I U

D o  y o u  s e e  t h a t ?

T H E  W I T N E S S :  Y e s ,  I  d o .

CHAIRMAN KANE:  So is  there  any th ing

L 9  i n  C o m m i t m e n t  L 3 0  w h i c h  w o u l d  r e q u i r e  t h e

2 0  i n v e s t m e n t ,  t h e  c o n s t r u c t i o n ,  t h e  d e v e l o p m e n t

2 1 ,  o f  a n y  n e w  w i n d  f a c i l i t i e s  w i t h i n  P J M ,  e i t h e r

2 2  b y  E x e l o n  d i r e c t l y  o r  b y  a s  a  r e s u l t  o f  a
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1  RFP fo r  pu rchase  o f  power  f rom such  a  fac i l i t y?

T H E  W I T N E S S :  I  t h i n k  i t ' s  v e r v

3  c l ea r  t he re ' s  no  i nd i ca t i on  t ha t  anv  new

4  fac i l i t y  has  to  be  cons t ruc ted  to  suppor t  t h i s

5  p rov i s i on .

CHAIRMAN KANE:  Okav.  And fo r

7  compl - iance w i th  the  ge t  back  to  your

8  t e s t i m o n y  a n d  f i n d  t h e  r i g h t  p a g e .  P a g e  9  o f

9  y o u r  t e s t i m o n y .

10 A g a i n ,  w h e r e  y o u ' r e  t a l k i n g  s t a r t i n g

1 1  o n  P a g e  4  - -  e x c u s e  m  - -  L i n e  1 4  a b o u t  t h e

L2 procurement  o f  the  hundred megawat ts  o f  w ind

1 3  e n e r g y ,  s a y s :  O p e n - e n d e d  f i x ,  d o n ' t  f i x

1 4  d e a d l i n e  c a n  b e  e x e c u t e d  b y  a n y  E x e l o n

1 5  s u b s i d i a r y  i n  a n y  o f  t h e  P H I  o p e r a t i o n ' s

1 , 6  j u r i s d i c t i o n s .

L7

1_8

D o  y o u  m e a n  t o  s a y  " P H I "  t h e r e ?

T H E  W I T N E S S :  I  b e l i e v e  I  d i d .  I f

1 9  i f  I  - -  i f  I  r e c a l - l  c o r r e c t l y ,  t h e  t h e

2 0  w i n d  e n e r g y  p r o j e c t  c a n  o c c u r  i n  a n y  P H I

2 L  j u r i s d i c t i o n .

22 CHAIRMAN KANE:  You wou ld  Iook  a t
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' 7 1 9

1  I 'm  so r r y .  Jus t  t o  be  c l ea r  wha t  we ' r e  t a l k i ng

2  abou t  Commi tmen t  130 ,

A n d  y o u  w o u l - d  y o u  a g r e e ,  r i g h t

4  a f te r  where  I  read  be fo re ,  f rom one  o r  more  new

5  - -  new  o r  ex i s t i ng  w ind  gene ra t i on  f ac i l i t i e s ,

6  i t  says  " l - oca ted  w i th in  the  PJM"

T H E  W I T N E S S :  O h

CHAIRMAN KANE:  - -  in  your  repor t?

T H E  W I T N E S S :  y o u ' r e  a b s o l u t e l y

1 -0  r i gh t  .  Yes ,  i t  i s  PJM.

i .1 CHAIRMAN KANE:  And PJM is  a  la rqer

L 2  g e o g r a p h i c  a r e a  t h a n  P H I ?

13

1 ,4  co r rec t .

15

I O

T H E  W I T N E S S :  T h a t ' s  t h a t ' s

CHAIRMAN KANE:  SO

T H E  W I T N E S S :  T h e r e  w a s  a  r e f e r e n c e

L 1  t o  P H I  i n  h e r e  s o m e w h e r e .

1 d

19  t h i s .

20

21,

C H A I R M A N  K A N E :  B u t  l - e t ' s  s t i c k  t o

T H E  W I T N E S S :  Y e s .  I

C H A I R M A N  K A N E :  A n d  i t  s a v s :  n o t

22  spec i f i c  t o  t he  D i s t r i c t ,  cou ld  be
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l -  c o n c e i v a b l e  b e  m e t  b y  w i t h o u t  c o n t r i b u t i n g

2  t o  D . C .  R P S  i n  a n y  w a y .

Whose  respons ib i l i t y  wh i ch

4  en t i t i es  a re  respons ib le  fo r  comp ly ing  w i th  the

5  D i s t r i c t  r enewab le  po r t f o l i o  s t anda rds  l aw?

T H E  W I T N E S S :  T h o s e  w o u ] d  b e  a n v

7  bus iness  t ha t  se I I s  power  i n t o  t he  d i s t r i bu t i on

B  sys tem o f  t he  D i s t r i c t .

CHAIRMAN KANE:  Would  Vou asree  i t

1 0  w o u l d  b e  a n y  r e t a i l  s u p p l i e r  t h a t  i s  l i c e n s e d

1 1  b y  t h e  D i s t r i c t  t o  s e I I  p o w e r  t o  c u s t o m e r s  i n

L 2  t h e  D i s t r i c t ?  I s  t h a t

1 J T H E  V I I T N E S S :  ]  t h i n k  t h a t  ' s

1 4  a c c u r a t e ,  y e s .

15 C H A I R M A N  K A N E :  S o  E x e l o n  i t s e l f  i s

1 6  n o t  i s  E x e l o n  a  l i c e n s e d  s u p p l i e r  i n  t h e

L 7  D i s t r i c t ?  O r  w o u l d  y o u  a q r e e ,  s u b j e c t  t o

1 8  c h e c k ,  t h a t  t h e  E x e l o n  s u b s i d i a r i e s  t h e r e

1 9  a r e  s o m e  E x e l o n  s u b s i d i a r i e s  t h a t  a r e  l i c e n s e d

2 0  s u p p l i e r s  i n  t h e  D i s t r i c t

21,

22

T H E  W I T N E S S :  I  - -

CHAIRMAN KANE:  - -  bu t  Exe]on
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1  Co rpo ra t i on  i s  no t?

T H E  W I T N E S S :  I  b e l i e v e  L h a t ' s

3  r i gh t .  I  t h i nk  t he re  a re  subs id i a r i es  t ha t  a re

4  l i censed  t o  se l l  power  t o  t he  D i s t r i c t .

C H A I R M A N  K A N E :  C o n s t e l l a t i o n ,  f o r

6  e x a m p l e ,  f o r  e l e c t r i c i t y  a n d  w e I I ,  b u t

7  t h a t ' s  a I I  i n  p u b l i c  r e c o r d  w h o  i s  w h o  i s

B  I i c e n s e d .

And tha t  what  wou ld  vou aqree

1 0  t h a t ,  a b s e n t  t h e  m e r g e r ,  t h a t  t h o s e  i f  t h e r e

l - 1  w e r e  a n  E x e f o n  s u b s i d i a r y  t h a t  i s  l i c e n s e d  t o

1 , 2  s e l - l  e l e c t r i c i t y  t o  c u s t o m e r s  i n  t h e  D i s t r : - c t ,

l - 3  t o  t h e  e x t e n t  t h a t .  i t  a c t u a l l - y  d o e s  s e l l -

L 4  e l e c t r i c i t y  t o  t h e  c u s t o m e r s ,  i t  m u s t  c o m p l y

1 5  w i t h  t h e  R P S ?

I 6

I 1

T H E  W I T N E S S :  Y e s .  T h a t ' s  c o r r e c t .

CHAIRMAN KANE:  And is  there ,  to

18  you r  know ledge  and  i t  may  no t  be  w i th in

L9  you r  you r  a rea  o f  know ledge ,  bu t  you  do  work

20  i n  sus ta i nab le  ene rgy .

2L I s  t h e r e  a  s h o r t a q e  o f  T i e r  L

2 2  r e n e w a b l e  e n e r g y  c r e d i t s  f o r  s a t i s f y i n g  t h e
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t 6 z

1

2

J

4

5

6

B

9

10

11

t2

I J

L4

15

16

T7

1B

1 ,9

20

2L

22

t h e  R  t h e  R P S  r e s u i r e m e n t  i n  t h e  D i s t r i c t

o t h e r  t h a n  s o l a r  D i s t r i c t - b a s e d  s o l a r ?

T H E  W I T N E S S :  I  b e l i e v e  t h e r e  i s  a

s h o r t a g e  f o r  s o l a r .  I  d o n ' t  k n o w  t h a t  t h e r e  i s

a  s h o r t a g e  f o r  o t h e r  T i e r  1  c r e d i t s .

CHAIRMAN KANE:  Thank vou.

O n e  o t h e r  q u e s t i o n .  A r e  y o u  a w a r e

t h e  D i s t r i c t  i n t e n d s  t o  e s t a b l i s h  a  q r e e n  b a n k

u s i n g  
' l  

o r  $ 8  m i l l i o n  o u t  o f  t h e  1 0 . 0 5  b i l l i o n

p r o v i d e d  f o r  t h e  g r e e n  o r  u s i n g  s o m e  m o n e y

o u t  o f  t h e  G r e e n  B u i l d i n q  F u n d ?

W e r e  v o u  h e r e  w i t h  t o  h e a r  M r .

W e l l s ' s  t e s t i m o n v  o f  t h a t ?

T H E  W I T N E S S :  I  h e a r d  h i s

e x p l a n a t i o n ,  y e s .

CHAIRMAN KANE:  Okay.  Do you

c o n s i d e r  t h e  c o m m i t m e n t  t o  p u t  $ 1 0  b i l l i o n  i n t o

t h e  G r e e n  B u l ] d i n q  F u n d  a  s e r i o u s  c o m m i t m e n t  t o

p r o m o t e  t h e  D i s t r i c t ' s  c l - e a n  e n e r g y  p o l i c i e s ?

T H E  W I T N E S S :  I  t h i n k  i t  h a s  e v e r v

p o t e n t i a l  t o  b e .

C H A I R M A N  K A N E :  P o t e n t i a l .
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T H E  W I T N E S S :  I  h a v e  b e e n  v e r v

2  p o s i t i v e l y  i m p r e s s e d  w i t h  t h e  e x t e n t  t o  w h i c h

3  t h e  D i s t r i c t  h a s  m a d e  a  c o m m i t m e n t  t o  t o

4  c l e a n  e n e r g y  a n d  t r i e d  t o  c h a r a c t e r i z e

5  s t a b i l i t y  i n  a  w a y  t h a t ' s  m e a n i n g f u l .  A n d  i

6  t h i n k  a  g r e e n  b u i l d i n g  f u n d  c a n  c e r t a l - n l y

7  c o n t r i b u t e  t o  t h a t .

M y  o n l y  r e s e r v a t i o n  w i t h  w i t h

9  r e g a r d  t o  t h e  s e t t l e m e n t  i s ,  o n c e  a g a i n ,  i t ' s

1 0  v e r y  s p e c u l a t i v e .  W e  d o n ' t  h a v e  s o m e t h J - n g

1 1  c o n c r e t e  o n  t h e  t a b 1 e .  W e  h a v e  a  a n

12 agreement  to  pu t  money in to  a  fund wh ich  may or

1 3  m a y  n o t  b e  t r a n s l - a t e d  i - n t o  a  g r e e n  b u i l d i n g

t 4  p r o g r a m .

15 V i l e ' v e  I e a r n e d  w i t h  a  t i t t l e  m o r e

1 6  s p e c i f i c i t y  f r o m  M r .  H a w k i n s  t o d a y  t h a t  r o u g h l y

I 7  a  f i f t h  o f  t h a t  m o n e y  m i g h t  g o  i n t o  a  g r e e n

1 8  i - n f r a s t r u c t u r e  t r a d i n g  p r o g r a m  a n d  - -  a n d  - -

L 9  w h i c h  I  w o u l d  f i n d  a  v e r v  c o n s t r u c t i - v e  u s e  o f

2 0  t h a t  m o n e v .

2L f  d o n r t  k n o w  w h a t  e l - s e  G r e e n

2 2  B u i l d i n g  F u n d  m i g h t  - -  m i g h t  i n c l u d e .  B u t  i f

(866) M8 - DEPO
www.CapitalReportingCompany.com @ 2015



' 784

I

2

3

4

5

6

B

9

10

11

I2

I 5

l 4

15

I O

I 7

1B

L Y

' 20

2 t

22

i t  i n c l u d e s  g r e e n  j - n f r a s t r u c t u r e ,  i t ' s  a t  l e a s t

t a n g e n t i a l .  W e  c o u l d  f i n d  t h e r e  a r e  o t h e r

t h i n g s .

M y  - -  m y  p r i n c i p a l  c o n c e r n  h e r e ,  a n d

t h e  r e a s o n  w h y  I  c a l l  i t  s p e c u l a t i v e ,  i s  I

t h i n k ,  g o i n g  t o  t h e  p o i n t  t h a t  y o u  m a d e  o n  t h e

f i r s t  d . y ,  M a d a m  C h a i r ,  w h e n  y o u  w e r e  m a k i n g

i n q u i r i e s  o f  t h e  j o i n t  a p p f i c a n t s '  w i t n e s s e s ,

money is  mov ing  in to  funds ,  and those funds  are

managed in  such a  way where  somet imes the  money

i s  u s e d  t o  a c h i e v e  t h e  s t a t e d  p u r p o s e  o f  t h e

f u n d s ,  a n d  s o m e t i m e s  t h e y ' r e  u s e d  a s  c o o k i e

j a r s .

A n d  s o r  i n  t h e  a b s e n c e  o f  m a k i n g

e x p l i c i t ,  s p e c i f i c ,  m e a s u r a b l e ,  e n f o r c e a b l e

c o m m i t m e n t s  t h r o u g h  t h e  s e t t l e m e n t ,  w e ' r e

g e t t i n g ,  y o u  k n o w ,  a  l o t  o f  r n o n e y  t h a t ' s  g o i n g

t o  t h e  s e t t l i n g  p a r t i e s .

f  m e a n  u l t i m a t e l y ,  w h e n  a l - l  i s  s a i d

a n d  d o n e ,  i t  a p p e a r s  t o  m e  t h a t  t h e  r e s i d e n t s

o f  t h e  D i s t r i c t  w i l l  g e t  e n o u g h  m o n e y  t o  o f f s e t

s o m e  c o s t s  o n  t h e i r  e l e c t r i c  b i l l r  d s  y o u
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1

2

3

4

5

6

1

B

9

10

1l_

T2

T J

I 4

1_5

T6

I7

1B

19

20

2L

22

d e m o n s t r a t e d ,  o n e  t i m e ,  u n l e s s  y o u ' r e  a  v e r y

s m a 1 l  u s e r ,  i n  w h i c h  c a s e ,  y o u  k n o w ,  m a y b e  y o u r

t w o  b i  I l -  s  .  B u t  t h a t  '  s  i n  r e t u r n  f o r  s e l l -  i n q

y o u r  u t i l i t y  f o r e v e r .  T h a t ' s  w h a t  t h e y  g e t .

T h e  s e t t l i n g  p a r t j - e s ,  t h e  t h e

Consumer  Law Center  and and the  and the

o t h e r  h e l p  m e  o u t ,  p l e a s e  t h e  N  N C L C ,

t h o s e  p a r t i e s ,  t h e y  t h e y  g e t  a  a

s p e c i f i e d  s e a t  a t  t h e  t a b l e  w i t h  a  p o t  o f  m o n e y

t h a t  t h e y  c a n  h e l p  d e s i g n a t e .

D i r e c t o r  W e l l s  g e t s  a  g o o d  b i t  o f

m o n e y  i n t o  f u n d s  t h a t  h e  o v e r s e e s .  T h e r e

a r e  y o u  k n o w ,  a  l - o t  o f  t h e r e ' s  a  l - o t  o f

m o n e y  t h a t r s  b e i n g  d i v v i e d  u p  t o  t h e  s e t t l i n g

p a r t i e s  t h a t  f  h a v e  n o  q u e s t i o n  w i l - I  u l t i m a t e l y

b e  u s e d  i n  a  p o s i t i v e  w a y .

S o m e  o f  t h e s e  t h i n g s ,  s u c h  a s  w h a t

m a y b e  i s  g o i n g  t o  t h e  l - o w  i n c o m e  a s s i s t a n c e

f u n d ,  i t  i s  a  r e s p o n s i b i l i t y  o f  t h e  D i s t r i c t

a n d  a u g m e n t e d  b y  t h e  f e d e r a l  g o v e r n m e n t ,  t o

s u p p o r t  t h e s e  f u n d s .

I n s t e a d  w e ' I l  g e t  a  o n e - t i m e
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1  in fus ion  f rom the  i o in t  f r om Exe lon  and  - -

2  to  to  suppor t  t ha t  f o r  some pe r iod  o f  t ime .

3  Bu t  u l t ima te l y ,  aga in ,  t ha t r s  go ing  t o  be  gone

4  too .  And  the  fund  w i l - l  have  to ,  aga in ,  be

5  suppor ted  by  the  D is t r i c t  Governmen t  and  the

6  and  wha teve r  ma tch inq  funds  f rom the  fede ra l

7  qove rnmen t .

I  d o n ' t  s e e  t h a t  t h e r e  a r e  a r e

9  s u b s t a n t i v e  c h a n g e s  b e i n g  p r e s e n t e d  h e r e  t h a t

1 0  w i l - I ,  i n  t h e  l o n g e r  t e r m ,  l e a d  t o  m a k e  p o s i t i v e

1 1  o u t c o m e  f o r  r a t e p a y e r s  i n  t h e  D i s t r i c t .

L2 T h e r e  a r e  s o m e  s h o r t - t e r m  q a i n s .

1 3  . A n d  I  d o n ' t  d e n v  t h a t .  T h e  c a s e  t h a t  I ' v e  m a d e

L 4  m y  t e s t i m o n y  i s  I  d o n r t  f i n d  t h a t  t h e s e  a r e

1 5  s u b s t a n t i v e .  I n  l i g h t  o f  t h e  t h e  l a r g e r

1 6  s e t t L e m e n t  a n d  t h e  a m o u n t  o f  r e t u r n s  g o i n g  t o

l 7  t h e  s t o c k h o l - d e r s ,  f  f e e l  l i k e  t h e  s t a k e h o l d e r s

1 8  a r e  g e t t i n g  v e r y  s h o r t  s h r i f t .

L9 A n d  a s  y o u  k n o w  f r o m  G r i d  2 . 0 ' s

20  p rev ious  appearances  be fo re  the  Commiss ion ,  ou r

2L  conce rn  i s  t ha t  i t ' s  a  new  no rma l .  We  can r t

22  j us t  t r ea t  bus iness  as  unusua l .
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The  oppor tun i t i es  tha t  ex i s t  f o r

2  b u i l d i n g  o u t  a  s m a r t  g r i d  a r e  h u g e .  I  s e e  v e r y

3  l i t t l e  b e f o r e  u s  t h a t  t  s d y ,  t h o s e  g o e s  t o  t h e

4  o p p o r t u n i t i e s  b e h i n d  t h e  b e h i n d  t h e  m e t e r

5  f o r  e n h a n c i n g  e f f i c i e n c y .

That  cou ld  be  a  subs t .an t ive  same

7  c h a n g e r .  T h a t  c o u l d  e n h a n c e  a  h u g e  - -  w h a t  I

8  c o n s i d e r  t o  b e  a  v e r y  h u g e  f a c t o r  i n  i n  h o w

9  w e  u s e  e l e c t r i c i t v  i n  t h e  D i s t r i c t .

10 As  you  know,  ou r  e f f i c i ency

11  f ac to r  o r  use  o f  e l ec t r i c i t y  i n  f ac to r

1 ,2  fac to r  i s  abou t  42  pe rcen t ,  wh ich  means r  ou t  o f

13  eve ry  2  kL lowa t t s  t ha t  a re  genera ted ,  we  ge t

L4  abou t  1  k i l - owa t t  he re .  I f  we  save  tha t  1

15  k i l - owa t t  r  w€  ge t  a  two - fo r .  Where '  s  where '  s

16  the  e f f i c i ency  i n  t he  se t t l - emen t?

I 1 N o w ,  t h a t  w o u l - d  b e  a  s u b s t a n t i v e

1-8 game game changer  i f  they made a a

L9  measured  commi tmen t  t o  tha t .  Our  conce rn  i s

20  t ha t r  ds  a  gene ra to r ,  Exe lon ' s  r ea l l y  no t

2L  i n te res ted  i n  i n  advanc ing  o r  p romot ing

22  e f f i c i encv .
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R e n e w a b l e s  t h e y ' r e  g e t t i n g  i n t o  t o

t h e  e x t e n t  t h a t ,  y o u  k n o w ,  i t  h e l p s  t h e m  m e e t

t h e i r  R P S .  I t ' s  a  I e g a l  r e q u i r e m e n t .  T h e y

k i n d  o f  h a v e  t o .  T h e y  m a y  a l s o  s e e  t h e  w r i t i n g

o n  t h e  w a I I .  T h e y  m a y  s e e  t h a t  u l t i m a t e l y  t h i s

i s  g o i n g  t o  b e  m o r e  c o s t  e f f e c t i v e .

B u t  I ' m  a l s o  v e r v  c o n c e r n e d  w i t h

w h a t  I  s  i n  t h e  r e c o r d  w i t h  r e s a r d  s t a t e m e n t s

s u c h  a s  m a d e  b y  M r .  D o m i n g u e z ,  w h o  I  b e l i e v e  i s

a  c h i e f  l o b b y i s t  o r  w a s  i n  2 0 L 4 ,  b r a g g i n g  a b o u t

k i l l i n g  t h e  w i n d  i n d u s t r y  a n d  t h e n  c l a i m i n g ,

" N e x t  y e a r  w e ' r e  g o i n g  t o  k i l t  t h e  s o l a r

i n d u s t t y . "  T h i s  w a s  c i t e d  i n  m y  o r i g i n a l

d i r e c t  t e s t i m o n v .

A n d  t h e n  t h e r e ' s  D . C .  S u n ' s

c o n f i d e n t i a l  c r o s s - e x a m i n a t i o n  N o .  l -  w h e r e  i t

w a s  m a d e  v e r y  c l e a r  a s  a  p o l i c y  s t a t e m e n t  o n

t h e  p a r t  o f  t h e  c o r p o r a t i o n  t h a t  e f f i c i e n c y

a n d  - -  a n d  r e n e w a b f e  p o w e r  r e p r e s e n t  a  d i r e c t

t h r e a t  t o  t h e  c o r e  t h e  c o r e  b u s i n e s s  o f

E x e l o n .

These  a re  these  a re  s ta temen ts
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you  can ' t  o r  a t  l eas t  we  j us t  d i d  no t

d i s rega rd .  And  i t  speaks  to  the  you  know,

so r t  o f  t he  co re  th rus t  o f  po l i cy  o f  t he

co rpo ra t i on ,  and  i t  i s  ou r  p r i nc ipa l  conce rn .

I f  w e  s a w  t h i n q s  i n  t h i s  i n  t h i s

se t t lement  tha t  demonst ra ted  tha t  thev  were

w i l l i n g  t o  a c t u a l l y  m a k e  s u b s t a n t i v e  c h a n g e s

i f  t h e y  o w n  5  m e g a w a t t s  a t  a t  B l u e  P l a i n s ,

t h e y ' r e  a b l e  t o  s e l l  i t .  A n d  - -  a n d  t h e y ' v e

i n d i c a t e d  t h a t  t h e v  w o n ' t  d o  i t  i f  i t ' s  n o t

c o m m e r c i a l l y  v i a b l e .

S o  i t ' s  a  b u s i n e s s  p r o p o s i t i o n .  I t

m a y  n o t  g e t  t h e m  t h e i r  b i g g e s t  b a n g  f o r  t h e ,

b u c k  b u t  i t ' s  b a s i c a l l y  a  b u s i n e s s  p r o p o s i t i o n .

A n d  t h e y  c a n  a f f o r d  t o  d o  t h a t .

I f  t h e y  h a d  c o m m i t t e d  t o  s o m e t h i n g

e q u i v a l e n t  t o  a d v a n c i n g  e f f i c i e n c y  i n  t h e

D i s t r l c t ,  i t  w o u l - d  h a v e  b e e n  f a r  m o r e  p o w e r f u l ,

a n d  i t  w o u l d  h a v e  d e m o n s t r a t e d ,  a t  l e a s t  t o  m e

p e r s o n a l l y ,  t h a t  t h e y  w e r e  t h a t  t h e y  w e r e

w i l l i n g  t o  g o  a g a i n s t  t h e  t h e  c o r e  b u s i n e s s

o f  t h e i r  o f  t h e i r  g e n e r a t i n g  s u b s i d i a r i e s
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1  a n d  d o  w h a t ' s  r i g h t  f o r  D . C .  r a t e p a y e r s  a n d  t o

2  p r o t e c t  t h e  q u a l i t y  i n  t h e  e n v i r o n m e n t  f r o m  t h e

3  c o n s e r v a t i o n  o f  r e s o u r c e s .  A n d  I  i u s t  h a v e n ' t

4  s e e n  t h a t  c o m m i t m e n t  h e r e .

I  - -  I ' m  i n  a g r e e m e n t  w i t h  t h e i r

6  c o u n s e l -  t h a t  i t ' s  a n  i n c r e m e n t a l  i m p r o v e m e n t

7  o v e r  t h e i r  o v e r  t h e i r  i n i t i a l  p r o p o s a l .  I

B  t h i n k  t h a t ,  t f  t h e  C o m m i s s i o n  c o m e s  b a c k  a n d

9  a s k s  f o r  a n o t h e r  $ 1 0  m i l l i o n  o f  t h i s ,  t h a t  o r

1 0  t h e  o t h e r  t h i n g ,  I ' m  s u r e  t h e y  w o u l - d  b e  w i l l i n g

1 1  f  n  f  1 - ' - { -  { - n aI I  L v  y v l l y  L l I q u  u P  u v v .

I 2 B u t  s o m e t h i n g  m o r e  s u b s t a n t i v e  I

1 3  t h i n k  i s  r e a l l v  a t  t h e  a t  t . h e  r o o t  o f  w h e r e

1 4  G r i d  2 . 0  w o u l d  w a n t  t o  s e e  t h i s  s e t t l e m e n t  s o .

1 5  A n d  w e ' r e  j u s t  n o t  s e e i n g  i t .

1 6 CHAIRMAN KANE:  Thank you,

I 7  M r .  M a r t i n .

1B

I9

C o m m i s s i o n e r  F o r t .

C O M M I S S I O N E R  F O R T :  D i d  G r i d  2 . O

2 0  p a r t i c i p a t e  i n  t h e  r o u n d  o f  s e t t l e m e n t

2 L  d i s c u s s i o n s  t h a t  r e s u l t e d  i n  t h e  s e t t l e m e n t

2 2  a q r e e m e n t ?
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T H E  W I T N E S S :  N o .  D i r e c t o r  W e I l s

2  d id  i nv i t e  me  to  come to  h i s  o f f i ce ,  i n  wh ich

3  he  showed  me  a  shee t  o f  se t t l emen t  t e rms .  And

4  he  asked  us  i f  we  cou ld  qe t  beh ind  tha t .

And we ind ica ted ,  much as  we have

6  he re ,  t ha t  i t  was  j us t  i nsu f f i c i en t .

C O M M I S S I O N E R  F O R T :  N o w  - -

T H E  V 0 I T N E S S :  A n d  t h a t  w a s

9  essen t i a l l y  t he  t he  upsho t  o f  ou r

10  conve rsa t i on .

11 C O M M I S S I O N E R  F O R T :  D i d  G r i d  2 . 0

12  I  don ' t  wan t  t o  ge t  i n  - -  we I I ,  you  we ren ' t  i n

13  t he  se t t Jemen t  d i scuss i - ons .

L4 Was  the re  any  t ime  was  the re  any

1-5 t ime when the type of  substant ive changes that

L6  you  were  ta l k ing  abou t  was  eve r  advanced  to  any

L7  o f  t he  o the r  pa r t i es?

1B T H E  W I T N E S S :  A g a i n ,  n o t  g e t t i n g

1 ,9  i n to  I rm  no t  su re  exac t l v  where  we  d raw the

20  l i ne  on  se t t l emen t .

2 I

22  I 'm  - -

C O M M I S S I O N E R  F O R T :  Y e a h .  I  k n o w .

Capital Reporting Company
Formal Case No. 1119 (Volume III) 12-04-2015

(866) M8 - DEPO
www.CapitalReportingCompany.com @ 2015



1 9 2

1

2

3

4

5

6

1

I

9

10

11

L2

I J

I 4

15

t6

I1

1B

19

Z U

2 I

22

T H E  W I T N E S S : I  w o u l d  a s s u m e  i o i n t

a p p l i c a n t s  n e e d  t o  b e  i n  t h e  r o o m  i n  o r d e r  t o

m a k e  i t  a  s e t t f e m e n t  d i s c u s s i o n .  I f  t h a t r s  t h e

c a s e ,  t h e n  y e s ,  w e  d i d  h a v e  d i s c u s s i o n s  w i t h

o t h e r  p a r t i e s  o u t s i d e  o f  t h e  j o i n t  a p p l i c a n t s ,

s u c h  a s  G S A ,  f o r  e x a m p l e ,  o f ,  y o u  k n o w ,  w h a t

m i g h t  c o n s t i t u t e  a  m o r e  s u b s t a n t i v e  s e t t l e m e n t

p a c k a g e .

C O M M I S S I O N E R  F O R T :  I n  v o u r

d i s c u s s i o n s  w i t h  t h e  C h a i r ,  y o u  g a v e  o n e

e x a m p l e  o f  w h a t  y o u  c o n s i d e r  a  s u b s t a n t i v e

c h a n g e ,  y o u  k n o w ,  s o m e t h i n g  t h a t  w o u l d  h a v e

i m p r o v e d  i n e f  f  i c J - e n c y .

I  t h i n k ,  i n  t a l k i n g  t o  m e ,  y o u

m e n t i o n e d  i n t e g r a t e d  r e s o u r c e  p l a n n i n g  a n d

o f  t h i n g s  t h a t  a r e  b e i n g  d i s c u s s e d  i n  1 1 3 0

I  d o n ' t  h a v e  i n  m i n d  y o u r  s p e c i f

t e s t i m o n y  f r o m  t h e  p r i o r  p a r t  o f  t h e  c a s e ,

d o n ' t  k n o w  w h e t h e r  a n y t h i n g  w a s  t h e r e

a n y t h i n g  e l s e  I i s t e d  t h a t  y o u  c o n s i d e r e d  a

s u b s t a n t i v e  c h a n q e ?

T H E  W I T N E S S :  I  t h i n k  a  s u b s t a n t i v e

k i n d

J ( J  I
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change wou ld  be  someth ing  tha t  wou1d move the

m a r k e t  i n  a  i n  a  p o s i t i v e  w a y  a s  o p p o s e d  t o ,

y o u  k n o w ,  j u s t ,  y o u  k n o w ,  p u t  s o l a r  p a n e l s  o n

t o p  o f  D u n b a r  H i q h  S c h o o l  o r  s o m e t h i n g  l i k e

t h a t ,  w h j - c h  I  c o n s i d e r  t o  b e  m o r e  a l o n g  t h e

l i n e s r  d s  I  d i s m i s s e d  e a r l i e r  a n d  I  w i s h  I

h a d  a  b e t t e r  t e r m  f o r  i t ,  b u t  i t ' s  k i n d  o f  l i k e

h a n d  w a v i n g .

A n d  s o  I  w o u l d  s a y  y e s .  F o r

e x a m p l e ,  w e ' r e  t r y i n g  t o  a d v a n c e  t h e  C o m m u n i t y

R e n e w a b l e  E n e r g y  A c t  i n  t h e  D i s t r i c t .  A n d

w e ' v e  b e e n  i n  i n  i n  d i s c u s s i o n s  w i t h  t h e

C o m m j - s s i o n  o n  h o w  t o  d e f i n e ,  y o u  k n o w ,  t h e

t e r m s  o f  o f  a  t a r i f f  a n d  w h a t  h a v e  y o u .

H a d  t h e  j o i n t  a p p l i c a n t s  a g r e e d  t o ,

s d y ,  f o r  e x a m p l e ,  g u a r a n t e e  l o a n s ,  h a v e  a  p o o l

t o  g u a r a n t e e  l - o a n s ,  s o m e  f i x e d  a m o u n t  t o

g u a r a n t e e  l o a n s  f o r  a p p l i c a n t s  t o  f r e e  u p  t h a t

w o u l d  h a v e  m a d e  a  s u b s t a n t i v e  c o n t r i b u t i o n  t o

t h e  s u p p o r t  a n d  a d v a n c e  a n d  s u c c e s s  o f  o f

t h a t  l e g i s l a t i o n ,  t h a t  w o u l d  h a v e  i n d i c a t e d  t o

m e  a  t r u e  w i l l i n s n e s s  t o  t o  m o v e  t h i s  i n
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a  i n  a  p o s i t i v e ,  m a r k e t - c h a n g i n g  w a y .

B e c a u s e  C R E A  i s  a l l  a b o u t  b r i n g i n g

i n  p e o p l e  i n  i n t o  t h e  i n t o  t h e  r e n e w a b l e

m a r k e t  w h o  c a n ' t  a c c e s s  i t  v e r y  e f f e c t i v e l y  n o w

s h o r t  o f  j u s t  g o i n g  o u t  a n d  b u y i n g  R E C s .

C O M M I S S I O N E R  F O R T :  B u t  d o e s  t h e

a number  o f  the  agreements  pu t  money in to  the

S u s t a i n a b l e  E n e r g y  T r u s t  F u n d ,  w h i c h  i s  t h e

f u n d  t h a t  f u n d s  S E U ,  w h i c h  i s  d o i n g  w o r k  t o  p u t

m o r e  s o l a r  a n d  d o i n g  w o r k  i n  t h e  C R E A  s p a c e .

S o  t o  t h e  e x t e n t  t h a t  t h e r e  i s

f u n d i n g  a v a i l a b l e  t o  d o  t h a t ,  i s  i t  t h e  f a c t

t h a t  i t  i s  n o t  s p e c i f i c a l l y  d e s i g n a t e d ,  i s

T H E  W I T N E S S :  E x a c t l v .

C O M M I S S I O N E R  F O R T :  - -  i t  v o u r

p r o b l e m ?

you

T H E  W I T N E S S :  Y e s ,  c o m m i s s i o n e r .

C O M M I S S I O N E R  F O R T :  O k a y .  T h a n k

CHAIRMAN KANE:  Thank you.

Red i  re  c t  ?

M R .  R O R I E S :  N o .  W e  h a v e  n o

(866) M8 - DEPO
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red i rec t ,  You r  Hono r .

CHAIRMAN KANE: Thank vou.

Do you want  to  put  your  document  in?

MR.  RORIES :  I  ce r t a i n l v  do .  You r

Hono rs ,  w€  respec t f u l l y  ask  t ha t  Mr .  Ma r t i n ' s

tes t imony  marked  Gr id  2  2C  be  en te red  i n to  the

reco rd .

CHAIRMAN T(ANE:

M R .  R O R ] E S :

CHAIRMAN KANE:

( E x h i b i t  G r i d  2

I t  i s  e n t e r e d  - -

i n t o  t h e  r e c o r d .

2 C  w a s  a d m i t t e d  i n t o

e v i d e n c e .  )

CHAIRMAN KANE:  A l I  r igh t .  You may

b e  e x c u s e d ,  M r .  M a r t i n .  T h a n k  y o u  v e r y  m u c h .

I  b e l i e v e  t h a t  c o n c l u d e s  - -

c o n c l u d e s  o u r  w i t n e s s e s .

A n d  b e f o r e  w e  o f f i c i a l l y  a d j o u r n

t h i s  h e a r i n g ,  I ' v e  s o m e  t h i n g s  t o  r e m i n d  t h e

t h e  p a r t i e s  o f  a n d  d o  s o m e  p r o c e d u r a l  t h i n g s .

F i r s t  o f  a l l ,  w e  w e  t h e r e  a r e

s t i l l  a  c o u p l e  o f  b e n c h  q u e s t i o n s  o u t s t a n d i n g

t h a t  I  r e m i n d  v o u  o f .  A n d  t h a t  i s  N o .  1  f r o m
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1  Wednesday ' s  hea r i ng  t r ansc r i p t .  I f  you  l ook  a t

2  t he  t r ansc r i p t ,  Paqes  L65  t o  L66 ,  t he re  was  a

3  ques t i on  add ressed  Mr .  We l I s ,  M r .  Ca ldwe l l ,

4  wh ich  was :  "To  you r  know ledge ,  has  Pepco  o r

5  PHI  p rov ided  work fo rce  t ra in ing r r  - -  excuse  me

6  - -  " f unds  f o r  p ro j ec t s  o r  f o r  sus ta i nab le  j obs

7  tha t  a re  cu r ren t l v  i n  t he  D is t r i c t  i n

8  coo rd ina t i on  w i th  any th ing  tha t  DOEE i s  do ing?"

And  then ,  Mr .  Me ie r ,  a l so  f rom

10  Wednesday ' s  t r ansc r i p t ,  on  Pages  2B I  t o  282 ,

11  the re  was  a  ques t i on  add ressed  to  Mr .  Khouzami ,

1 "2  and  i t  was :  "How many  w ind  genera t i on  does

13  Exe lon  cu r ren t l y  own  w i th in  the  PJM reg ion  o r

14  t he  PJM s ta tes? "

15

t6

77  excuse  me .

18

M R .  M E I E R :  Y e s ,  Y o u r  H o n o r .

CHAIRMAN KANE:  And the  responses  - -

T h e  r e s p o n s e s  t o  t h e s e  b e n c h

19  ques t i ons  bench  reques ts  mus t  be  submi t ted ,

20  as  I  i nd i ca ted ,  a t  t he  s ta r t  o f  t he  hea r ing  by

2L  c l ose  o f  bus iness  on  Monday ,  December  7 th .

22 A n d  a d d i t i o n a l l y ,  a n y  m o t i o n s  t o
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1  c o r r e c t  t h e  t r a n s c r i - p t  a s  w e l l  a s  t h e  f i n a l

2  c o r r e c t e d  l i s t  o f  c r o s s - e x a m i n a t i o n  e x h i b i t s

3  w i I I  b e  d u e  o n  W e d n e s d a y ,  D e c e m b e r  9 .

As  we  p rev ious l v  es tab l i shed  i n  the

5  p r o c e d u r a l  s c h e d u l e ,  t h e  f i l i n g  o f  i n i t i a l

6  p o s t - h e a r i n g  b r i e f s  a r e  d u e  b y  F r i d a y ,  D e c e m b e r

7  1 - 1 t h .  T h a t f s  a  w e e k  f r o m  t o d a y .  A n d  r e p l y

B  b r i e f s  a r e  d u e  b y  F r i d a y ,  D e c e m b e r  l - 8 t h ,  t w o

9  w e e k s  f r o m  t o d a v .

l_0 And  jus t  a l so  a  housekeep ing  ma t te r

11  i n  rega rd  to  the  b r i e f s .  The  t ransc r ip t  number

t2  t ransc r ip t  page  numbers  fo r  t he  pub l i c

13  i n te res t  hea r i ng  w i l l  beg in  aga in  a t  I ,  Page  I ,

1 -4  ra the r  t han  con t i nu ing  where  the  o the r

15  t ransc r ip t  page  numbers  ended  f rom ou r  p rev ious

16  number  o f  hea r i nss .  I  be l i eve  t ha t  t he

11  p rev ious  t r ansc r i p t s  ended  a t  Page  3 ,59 ' 7 .

18 And  so  to  p reven t  any  con fus ion  i n

19  any  c i t a t i ons ,  s i nce  some  pages  may  be

20  dup l i ca tes  f rom the  f i r s t  phase  o f  t he  hea r ing ,

2L  we  d i rec t  t he  pa r t i es  to  re fe r  t o  t he  pages

22  f r om the  pub l i c  i n t e res t  hea r i ng  t r ansc r i p t  as
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1

2

3

4

5

6

I

B

Y

l_0

11

t2

I 5

I 4

1 5

L 6

L 7

I U

19

) i

21,

22

N S A  t r a n s c r i p l  n u m b e r ,  N S A  I ,  N S A  2 ,  € t  c e t e r a ,

a n d  t o  r e f e r  i f  y o u ' r e  r e f e r r i n g  t o  a n y

p a g e s  f r o m  t h e  t r a n s c r i p t  o f  t h e  p r i o r  h e a r i n g

o n  t h e  a p p l i c a t i o n ,  t h e y  s h o u l d  b e  r e f e r r e d  t o

a s  a p p l i c a t i o n  t r a n s c r i p t  N o .  3 r 0 0 0  w h a t e v e r .

A n d  w e ' I I  p u t  t h i s  o u t  i n  w r i t . i n g .

P 1 e a s e  n o t e  f u r t h e r  t h a t ,  i n

a d d i t i o n  t o  t h e  n u m b e r  o f  c o p i e s  o f  b r i e f s  t o

b e  f i l e d ,  a n  e l e c t r o n i c  W o r d  c o p y  o f  e a c h  b r i e f

s h a l l  a l s o  b e  s e n t  t o  R i c k  H e r z k o w i t z ,  t h e  l e a d

a t t o r n e y  f o r  t h e  C o m m i s s i o n  o n  t h i s  c a s e  o n

t h i s  c a s e .

T h e  r e c o r d  i n  t h e  c a s e  w i l l  c l - o s e  o n

D e c e m b e r  1 8 t h ,  2 0 1 5 ,  c o n c u r r e n t  w i t h  t h e  f i l i n g

o f  t h e  r e p l y  b r i e f s .  W e  h a v e  a n d  s o  f o r  t h e

p u b l i c  t h a t ' s  l i s t e n i n g  t h a t  w i s h e s  t o  a l s o

cont inue to  submj - t  any  cornments  o r  any

t e s t i m o n y ,  a n y  d o c u m e n t s ,  t h a t  a l s o  w i I I  b e

c l o s e  o f  b u s i n e s s  o n  F r i d a y ,  D e c e m b e r  1 8 t h .

Tha t  i s  f o r  any  pa r t i es  who  a re  no t  no t

pa r t i es  to  the  p roceed ing  any  i n te res ted

pe rsons  no t  pa r t i es  t o  t he  p roceed ing .  Those
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L  do  need  to  be  i n  w r i t i ng  to  the  O f f i ce  o f  t he

2  Commiss ion  o f  Sec re ta ry  e i t he r  by  e -ma i l

3  a t tachmen t  o r  by  ma i l .

Do  the  pa r t i es  have  any  fu r the r

5  ma t te rs  they  w ish  to  ra i se  a t  t h i s  t ime?

M R .  M E I E R :  N o ,  m a ' a m ,  Y o u r  H o n o r .

CHAIRMAN KANE:  Anvone?

M R .  C A L D W E L L :  J u s t  a  p o i n t  o f

9  c l a r i f i c a t i o n ,  Y o u r  H o n o r .  T h e

10

11

CHAIRMAN KANE:  Ca ldwe l l .

M R .  C A L D W E L L :  - -  t h e  t h e  t w o

1-2  bench  da ta  reques ts  tha t  you  men t ioned  a t  t he

13  ou t se t ,  a re  t hose  t he  one  was  t o  j o i n t

t 4  app l i can t s ,  one  was  t o  t he  D i s t r i c t .

15

16  t he

I7

W a s  t h a t  t h e  o n l y  b e n c h  r e q u e s t  t h a t

CHAIRMAN KANE:  From our  rev iew o f

1 8  t h e  t r a n s c r i p t ,  t h o s e  w e r e  t h e  o n l y  t w o  b e n c h

1 9  r e q u e s t s  t h a t  w e r e  m a d e .

20

2I

22

M R .  C A L D W E L L :  O k a v .

CHAIRMAN KANE:  Okav.

M R .  C A L D W E L L :  T h a n k  v o u .

(866) M8 - DEPO
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800

CHAIRMAN KANE:  Any th ing  e lse  tha t

2  y o u  f e e l -  n e e d  t o  b e  a d d r e s s e d  c a n  b e  a d d r e s s e d

3  i n  t h e  b r i e f s  a n d  t h e  r e p l y  b r i e f s .

4

5  Hono r .

6

7

B

9  e l se

1_0

11

I2

13  guess .

I 4

M R .  C A L D W E L L :  V e r y  g o o d ,  Y o u r

C H A I R M A N  K A N E :  O k a v .

M R .  C A L D W E L L :  T h a n k  v o u .

C H A I R M A N  K A N E :  I f  t h e r e ' s  n o t h i n q

M R .  S P E C K :  Y o u r  H o n o r .

C H A I R M A N  K A N E :  Y e s ,  M r .  S p e c k .

M R .  S P E C K :  I  j u s t  h a v e  o n e  p 1 e a ,  I

T h e  n o n s e t t l i n g  p a r t i e s  a r e  v e r y

1 5  r e s o u r c e  s t r a p p e d r  d s  y o u  k n o w .  G e t t i n g  t h e

L 6  b r i e f s  d o n e  i n  o n e  w e e k  i s  g o i n g  t o  b e  v e r y

L 1  d i f f i c u l t .  I  k n o w  t h a t  t h e  a l l  o f  t h e

1 8  s e t t l i n g  p a r t i e s  p r o p o s e  t h a t  i n i t i a l  b r i e f s  b e

1 , 9  d u e  o n  D e c e m b e r  1 6 t h  w i t h  r e p l y  b r i e f s  d u e  o n

2 0  t h e  2 3 r d .

27 W e  w o u l d  j u s t  a s k  o n c e  m o r e  i f  w e

2 2  c o u l d  h a v e  a t  l e a s t  t h a t  r e l i e f  s o  t h a t  w e
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l -  would have some oppor tuni ty  to  be able to  spend

2  a  l i t t l e  b i t  more  t ime  on  the  b r i e f s ,  wh ich  I

3  th ink  w i I I  improve  the  p roduc t  t ha t  t he

4  Commiss ion  w i l l  r ece i ve .

5

6  weekend .

I M R .  S P E C K :  I  h a t e  t o  s a y  i t ,  b u t

B yes ,  t ha t ' s  t r ue .

CHAIRMAN KANE:  Yeah.  So we w i l - l

1 0  m a k e  t h a t  m o d i f i c a t i o n  t h a t  t h e  b r i e f s  w i l l  b e

I L  d u e  o n  D e c e m b e r  1 6 t h  a n d  t h e  r e p l y  b r i e f s  o n

L Z  D e c e m b e r  2 3 r d .

t -5 A n d  t h a t  w i l l  t h e n  a l s o  m e a n ,

7 4  b e c a u s e  i t  i s  o u r  p r a c t i c e  t o  c l o s e  t h e  r e c o r d

1 5  o n  t h e  d a y  t h a t  t h e  r e p l y  b r i e f s  a r e  d u e ,  t h a t

L 6  t h e  r e c o r d  w i l l  r e m a i n  o p e n  f o r  n o n p a r t i e s

L 7  a n y  i n t e r e s t e d  p e r s o n s  w h o  a r e  n o n p a r t i e s  t o

1 B  f i l l  w r i t t e n  c o m m e n t s  r e g a r d i n g  t h e

L 9  n o n u n a n i m o u s  s e t t l - e m e n t  o n  c l o s e  o f  b u s i n e s s  o n

2 0  D e c e m b e r  2 3 r d .

27 I r m  n o t  g o i n g  t o  g o  a n y  f u r t h e r

2 2  b e c a u s e  t h a t  m e a n s  C h r i s t m a s  E v e .

CHAIRMAN KANE:  G ive  you another
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1

)  r r a  r t ,  m 1 1 - h

3

4

5

M R .  S P E C K :  I  u n d e r s t a n d .  T h a n k  y o u

C H A I R M A N  K A N E :  Y o u t r e  w e l c o m e .

M R .  S P E C K :  W e  a p p r e c i a t e  t h a t .

CHAIRMAN KANE:  Okav.  Then I  want

6  t o  t h a n k  e v e r y o n e  f o r  t h e i r  c o o p e r a t i o n  d u r i n g

7  t h i s  p r o c e e d i n g ,  a n d  e s p e c i a l - 1 y  d u r i n g

8  d u r i n g  t h e  e n t i r e  y e a r  a n d  a  h a l - f  t h a t  w e  h a v e

9  b e e n  d e a l - i n g  w i t h  t h i s  p r o c e e d i n g ,  a n d

1 0  e s p e c i a l l y  d u r l - n g  t h i s  m o s t  r e c e n t  p u b l i c

1 1  i n t e r e s t  h e a r i n q .

L2

13

T4

15  conc luded  a t  1 :53  p .m . )

16

L7

18

19

20

21,

) a

A n d  t h i s  h e a r i n g  i s  n o w  a d j o u r n e d .

T H E  S E C R E T A R Y :  A I l  r i s e .

( W h e r e u p o n ,  t h e  p r o c e e d i n g  w a s
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1

2

J

4

5

6

8

9

10

1_1

1,2

13

L4

15

L6

1 ' 7

t_8

L Y

20

2I

22

C E R T I F ] C A T E  O F  C O U R T  R E P O R T E R

I ,  B o n n i e  L .  R u s s o ,  d o  h e r e b y  c e r t i f y  t h a t

t h e  f o r e g o i n g  t r a n s c r i p t  i s  a  t r u e  r e c o r d  o f

t h e  p r o c e e d i n g s  t o  t h e  b e s t  o f  m y  a b i l i t y ,  t h a t

I  am not  re la ted  to  o r  employed by  any  o f  the

p a r t l e s  i n v o l - v e d  i n  t h e s e  p r o c e e d i n g s ,  a n d ,

f u r t h e r ,  t h a t  I  a m  n o t  a  r e l a t i v e  o r  e m p l o y e e

o f  a n y  a t t o r n e y  o r  c o u n s e f  e m p l o y e d  b y  t h e

p a r t i e s  h e r e t o ,  o r  f i n a n c i a l l y  i n t e r e s t e d  i n

t h e  p r o c e e d i n g s .

eryfu
N o t a r y  P u b l i c

My Commiss ion  Exp i res :

June  30 ,  2020
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