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CHAI RMAN SCOTT: Good afternoon, everyone.
assume you can hear us down in Springfield.
A VO CE: W can. W are all set.
CHAI RMAN SCOTT: Very good. Thank you.

Wel come to the third of our three
schedul ed policy sessions of the clean power plan
t he USEPA's regul ation under Section 111(d) of the
Cl ean Air Act producing greenhouse gas em ssions
fromthe power sector.

Wth nme here in Chicago are
Comm ssi oners Col gan, MCabe, del Valle, and Maye.
| am Chai rman Scott. | want to thank our sister
agenci es, the | EPA, DCEO, and | PA for helping us to
put these programs together and to work with us
under | EPA's lead in responding to the USEPA's
proposal .

As you recall, on June 2nd of this
year the USEPA issued the clean power plan calling
for reductions in greenhouse gases fromthe power
sector based on a set of building blocks which

produce different reductions on a state-by-state
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basis using 2012 as a baseline year and seeking a
reduction in targets by 2020 and 2030.

Comments to the EPA are now due on the
proposal in December, and the final rule is expected
to be announced in June of next year. Under the
current proposed time line, states have to submt
compliance by the end of June 2016, although there
are provisions for some delays, including the states
participating in a multi-state conmpliance program

The EPA has very recently also issued
a Notice on Data Availability, or a NODA -- the
acronyns are great. You have got to |ove them --
concerning the clean power plan with the purpose
being to let fol ks know some of the areas where they
are receiving many questions and comments and to ask
everyone for additional comments on certain issues.
Those comments are also due in early Decenber.

So states and other stakehol ders have
been working on a number of these issues with
respect to the plan, first, ComEd and the EPA
i ndividually or in groups, second, unpacking the

rules and see where there are questions or what's in
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the rule that may not make sense in a particular
state, and also | ooking at regional multi-state
approaches.

We've been doing all of those things
in lllinois, preparing comments, working with other
groups on coments, and analyzing the rule for our
own conpliance pathway, as well as working with
other states to see if multi-state approaches work
or may work for Illinois.

Obviously, all of this is inmportant to
us here at the I CC, as decisions are made here and
in other states will affect the liability and the
cost of electric service to our citizens and our
Comm ssion which is why we have convened these
sessi ons.

In the first session we | ooked at the
proposed rule itself, what's trying to be achieved
and overall what it |ooks to require fromus here in
I1Tinois. W then |ooked specifically at buil ding
bl ocks one and two focusing on generator plant
efficiencies and natural gas ranp up.

The second session we focused on
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buil ding bl ocks three and four of the clean energy
sources, which is renewabl e nucl ear power and energy
efficiency, and what the rule means for us in those
areas, and how well we are positioned to respond.

In both sessions, as is true of today,
we have been joined by experts in the field, |ocal
and national, to help us sort through a very
complicated, a very inportant proposed rule.

We have approached this fromthe
standpoint, just to get this out of the way, that
the rule will be implemented. We are well aware of
the | egal chall enges, which have already started to
the rule, but we have to assume that it's going to
happen in order to do what we need to do in terns of
preparing for a conmpliance pathway.

It's important to remember in that
regard also that the inmpetus to this rule began with
the U.S. Supreme Court's decision which indicated
t hat USEPA coul d, and, in fact, should regul ate
carbon under the Clean Air Act.

So there's a | ot of specul ation

because of the election this week, and what's going
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to happen in the U S. Senate, and whet her or not the
presi dent can veto certain |aws, and then there's
going to be court actions, you are well aware of al
of that, and so just to |let you know that we are
proceeding with this, because at some point, if it's
necessary for us to actually put some conmpliance

pat hways forward, we want to be able to go to work
to do that.

So today, as we had planned when we
| aid out this schedule for the policy sessions, we
are going to pivot with one exception -- 1"l
explain in a mnute -- discussions of conmpliance
pat hways, what Illinois can do, what's inmportant for
us to keep in mnd as we progress, and what the
options are for nulti-state conpliance.

The one exception to that is that we
al so want to ask our national experts about the
recent issued Notice of Data Availability and what,
if anything, we can learn fromthe fact that the
USEPA i s asking us to comment on a nunber of
specific areas, and are there other bits of

informati on and gui dance we expect from The USEPA
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bef ore the December comment period or before the
June 2015 final rule.

So to help us acconplish all of this
over the next two hours and 50 m nutes or so, we
have a number of folks to talk with us, and we
sincerely appreciate everyone bei ng here.

We are going to start with a group of
members fromthe Illinois General Assenmbly, not
specific on questions. There's no quiz for the
menbers on 111(d) so nuch as to give us a sense as
we are devel oping energy policy into the real m of
111(d) compliance, what are the inportant
consi derations that they want us to keep in mnd as
we do that, and we really appreciate them being
here.

We know this is a very busy week.
Havi ng been a member of the General Assenbly, as
Comm ssioner del Valle and I, we know how busy these
weeks are whether they're in a hotly contested race
or not. We know this is a really busy time, so we
appreci ate your being here.

We are also going to hear from a
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representative fromthe Attorney General's office to
tell us, as with the | egislators, what is inmportant
to them as we pursue energy policy, and then we'll
be joined by two gentlemen who have now been wor ki ng
in the Clean Air Act for a nunber of years but who
have al so been working recently and currently with a
number of states on a clean power conpliance pl an,
and including nmulti-state options, as we will go

t hrough a range of options with them that our state
and others raise, too.

And, finally, we will speak with
representatives of the two grid operators that
provide service to Illinois residents, M SO and PJM
Al'l of the plans that us and all of the other states
are working on need to fit somehow into the system
of how power gets dispatched, and that's obviously a
huge i npact on liability and cost, and so we need to
talk with the regional transm ssion organizations
about that.

When we are done for today, |'m pretty
sure that we will be to answer everyone's questions,

and at | east we hope there's an understandi ng of the
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ki nd of issues that we are facing as we try to
devel op an energy policy going forward.

Wth that, I'll ask the other
Comm ssioners if they have anything they would |ike
to say before we start.

(No response.)

Okay. Then with that, we don't have a
seniority list, so there's no particular order, if
the | egislators would come up to the table here and
sit around the sem -horseshoe there. You are al
wel come to come up. Representative Davis, don't be
shy.

REPRESENTATI VE NEKRI TZ: He's the nost senior.
CHAI RMAN SCOTT: We have Representative Phelps in

Springfield with us.

So | think what we will do is maybe we
will take a couple of the folks who are here in no
particular order, and I'll just call them as you sit
down, and then we'll go to Representative Phel ps,

and then conme back, and, again, just to go around
once, but basically just a few m nutes on some of

the things that are inmportant to you as we start to

10
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sort through all of the issues relating to the clean
energy plan and some of the other energy chall enges
that we are facing in Illinois and talk about what's
i mportant to you.

And we will start with Representative

Davi s as nmost senior.

PRESENTATI ON

BY

REPRESENTATI VE DAVI S:

Thank you very nuch, Chairman Scott,

Comm ssioners. Thank you very nuch for the
opportunity to be here. Unlike my coll eagues, |I'm
| ooki ng at notepads and i PADs, and things of that
nat ur e. | don't have any Cliff's Notes, but the
reason |I'm here is not altogether different than
previous reasons that | have cone before the
Comm ssion as well.

As we | ook down the road at these
compliance issues, when we are working to be
compliant, that means we are going to spend sonme
money. "' m not sure how nuch noney is going to be

spent to get Illinois to where it needs to be, but

11
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dollars will be spent.

So | come to you today to encourage,
as Chairman Scott indicated, about |ooking at things
or pieces of things as we wal k down this path al ong
the issue of diversity, supplier diversity,
enpl oyment diversity. How ever you want to
categorize it, conpanies are going to be spending
money to upgrade their facilities, to reformtheir
facilities, for lack of a better way of putting it,
dollars will be spent. At the state |evel, those
dollars will be pushed out the door to help in doing
things like this, and |I think it's just inportant
t hat the conversation about diversity happen on the
very front end of this conversation versus somewhere
down t he road.

| think we have seen in past instances
and in other conversations when we talk about
diversity somewhere along the way it gets lost in
t he conversation. Companies will argue that, well
you know we can't find, it's not avail able, folks
aren't trained, you know, all of the things that we

have heard. So, guess what. Why don't we talk

12
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about it now.

To the extent in which you as
Comm ssioners and us as menbers of the General
Assembly, we have the ability to -- for lack of a
better word -- |legislate, things of that nature, at
| east put paraneters in place that speak to the idea
t hat we nust have diversity, again, in our
contractors and the work force.

To the extent in which we can, | think
we need to be tal king about how we do that and to
the extent in which it can become nore than just
conversation. Again, as we talk about the
possibility of legislating it, we should be | think
trying to do so.

It is my understanding that, you know,
t hese kinds of efforts over a period of time we
could be spending upwards of half a billion dollars
totry to make all of this stuff happen and com ng
in compliance with what the federal government is
asking us to do. That's a |lot of noney and a | ot of
folks will be put to work and a | ot of contractors

will be hired to make that happen.

13
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So, again, as we | ook down the road, |
woul d just inplore the Comm ssioners to let's try to
put in place whatever parameters we can that are
appropriate -- and I want to be clear about that --
t hat are appropriate whatever parameters we can to
make sure that diversity becomes an integral part of
the conversation at all phases, that it's
appropriate to become an integral part of the

conversation as we nmove forward. Thank you very

much.
CHAI RMAN SCOTT: | appreciate that. Thank you,
Represent ati ve Davi s. | said we wouldn't ask any

guestions, but, just in case, is there clarifying
guestions from anybody of Representative Davis?
(No response.)
Okay. Very good. Il will note also
t hat you segregated yourself. The House members sat
here and the Senate on this side.
(laughter.)
Let me say hello to the Senate.
Senat or Koehl er, thank very much for being with us

t oday. | know you have done a | ot of work working

14
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on the Blue/Green Coalition as well, so | appreciate
your being here.

SENATOR KOEHLER: Thank you

PRESENTATI ON
BY
SENATOR KOEHLER
Thank you. Thank you very much,
Members of the Conmm ssion. Is it on? How s that?
Thank you very much, Chairman Scott and Menbers of
t he Conmm ssi on. "' m going to give you just some
observations and a little bit of background of sonme
work that |'m doing right now.
Just by way of background, |I'm
currently the vice chair of the Senate Energy
Comm ttee, and |'ve al so been nom nated by President
Cullerton to be involved in an organization
call ed, "The Legi sl ative Energy Horizon Institute,"
and that's sponsored in part by the National
Conference of State Legislators, University of |owa,
Depart ment of Energy, the Pacific Northwest

Laboratory.

15
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As it

happens to be, tomorrow I'm

| eaving for Washington D. C.,

t hat . We had

our

first

for the second part of

group of meetings in

Washi ngton State and Ri chnond, Washi ngton, at the

Paci fic Nort hwest

owned by the Departnment

their think tank for

i deas and resources.

Nat i onal

cutting-edge energy, you know,

It'

Laboratory, which is

of Energy. It's really

S been fascinating. I

think I know enough now to be dangerous, which is

probably the extent

interested in

it.

Al so,

a group in Peoria,

of

t hi s past

much

it,

but certainly I'm

summer | put together

li ke the Bl ue/ Green

Coalition of environnmentalists and | aborers, Jack

Deering fromthe Sierra Club and some of the

environmentalists |ocally,

Jonat han M chaels in

Springfield and Representative Phel ps, how are you

f ol ks.

to us. We have got

Jonat han M chael s has been a resource

the | ocal

| eaders and we are

trying to address the issue of how do we create a

common agenda,

and

j ust

speak as a denocratic

16
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| egi sl ator.

The toughest time | had was getting
caught between two inportant constituents |ike
environmentalists and | abor, and so out of self
preservation, if nothing else, | called this group
together to say can't we tal k about what things, you
know, we can agree on, sO we were trying to create a
common agenda, jobs being nunber one.

| certainly want to echo what
Representative Davis has said about making sure that
we are diverse and the jobs that we see provided in
terms of whatever we do in energy, but there's some
guestions that we have been kind of kicking around
and from some of the things that | have learned with
this Legislative Energy Horizon Institute, they are
particularly related to Illinois.

When | talk with nmy coll eagues, and
it's about 40 of us from Canada and the United
States, first of all, Illinois is unique in that we
are deregul ated. There are not many states,
especially in the Western part of this country, that

are deregul ated, Texas, and the M dwest, | guess.

17
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Al so, we have el even nucl ear power plants. That's
just kind of unheard of.

Let me tell you one of the concerns
t hat came out of this environmental |abor worKking
group expressed by the representative fromthe
steanfitters. He said, | was called to M ssouri to
a conference with Ameren to tal k about their
mai nt enance plans for the next five to ten years and
they had it all laid out. This is what we are going
to do. This is how many workers we are going to
need. This is how much we are going to capitalize

t he mai ntenance and the upgrading of our facilities.

He said we don't do anything like that in Illinois,
and that's one of the questions that | have is how
do we capitalize our generation upgrades or, if we

need to build new generation units, how do we
capitalize that in a deregul ated market?

We tried to put a mask on that, and
that was a terrible failure, but I think we have got
to pinpoint that as one of the priority needs of
I1linois, because | used to do a lot of work in

nei ghbor hoods. | live in a poor neighborhood in

18
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Peori a. | don't want the slum |l andlord affect to
t ake pl ace. | don't want power plants to be
purchased and then bled dry to be scrapped.

We need investments, and |'m proud of
the fact that Illinois has really led the way in
terms of wi nd production, and we do have a coupl e of
sol ar projects that |I'm working on with a group out
of Fulton County which are very exciting. In fact,
Farm ngton Hi gh School just put up a solar panel
which is going to cut their energy cost by a third.

So we have got some exciting things
going on, but still base-line, base-load plants are
al ways going to be needed, because that capacity has
to be there for the needs of our citizens.

So how do we do that in a deregul ated
environment? | don't know. The thing that |I'm
trying to focus a little bit more on 111(d)
requi rements. | think there's sonme real
opportunities in that, but | think we have to be
very smart in terms of how we do that.

There is a friend who I will see next

week. He's a senator from M nnesota, and we got to

19
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talking off the side, and he said, you know, what if
we were to | ook at some kind of a multi-state
partnership and we could, you know, partner with
Il11inois, and we started thinking about that. W
tal ked to somebody from anot her state and they said
t hat m ght have some advantage to us.

| ook at the fact that we have el even
nucl ear power plants and we have to somehow t ake
advant age of that. We already have part of the
solution right here in our state.

| think that we are going to hear nore
about that later on in the agenda. | f we can have
the polluters helping to pave the way for the new
cutting-edge production of electricity generation,
then that's great. | don't think government can
fund it all.

| think that Illinois has got a |ot of
i ssues that we have to address, not to say that we
are | think the only state that | know of, but maybe
there's a few on the East Coast that have two RTOs
with very different philosophies in terms of how

t hey operate.
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"' m not smart enough to tell you, you
know, what | think works and what doesn't work, but
why? |s that really to our advantage? So | think
we have got to take into account the whole ganbit of
protecting the environment, of creating jobs, of
maki ng sure that we have, you know, the incentive
for capitalization of, you know, maintaining our
generation plants.

| think we need to | ook at really the
rat epayers. The ratepayers have to be protected in
all this, and this Comm ssion does an excellent job
in articulating that, so we have got some exciting
ti mes ahead of us, but |I think we have al so got sone
real issues that have to be addressed.

|'mglad to be here with nmy coll eagues
fromthe | egislature. | think that we need to
actually form maybe an energy caucus to continue to
work on these issues, because if you probably
mentioned -- and |I'm just guessing -- if you
menti oned what is an RTOs to most of our coll eagues,
t hey woul d probably have no clue, no clue, but those

are so inmportant issues in terms of how we as a

21
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state function in terms of our energy capacity.
REPRESENTATI VE DAVI S: So you are going to tell
us what it is?
(Laughter.)
SENATOR KOEHLER: Regi onal Transm ssion
Or gani zati on, and we have two of them We have PJM

and we have M SO.

CHAI RMAN SCOTT: We'll have both on the agenda
| at er.
SENATOR KOEHLER: But anyway, | thank you for

your time in allowing nme to be here.

CHAI RMAN SCOTT: Thank you very nuch.

Yes, Comm ssi oner Col gan.

COVMM SSI ONER COLGAN: This is not a question,
just a comment. Senator, you said that you think
you know enough to be dangerous. | think you know
enough to be asking the right questions, because you
asked a bunch of right-on-the money questions, and
there's a ot of work that can be done with this
Comm ssion with the General Assenbly to try and
resolve some of those issues.

SENATOR KOEHLER: Thank you

22
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COWMM SSI ONER del VALLE: Just quickly, | want to
echo the Comm ssioner's comments, and | want to
t hank all of you for being here. There are just not
enough representatives and senators in the General
Assenbly that are know edgeable in this area, and,
yet, to hear you speak and have all of you here
today i s reassuring.
And | want to ask you are you going to
chair the Senate Energy Conm ssion next year?
SENATOR KOEHLER: l"'minterested in that. We'l|
see what happens.
CHAI RMAN SCOTT: Kind of | ate breaking news
t here.
Let's go to Representative Phel ps.
appreciate you joining us from Springfield.
PRESENTATI ON
BY
REPRESENTATI VE PHELPS:
Thank you, Chair man. My name is State
Representative Brandon Phelps fromthe 118th
District, or, as you know and the senators know t hat

we call that God's country down in Southern
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I11inois. |'m at the bottom of eleven counties, and
a lot of my colleagues that are with me today can't
believe | have el even counties because they only
represent eleven streets, and that's how rural ny
area is.

First of all, I want to thank the ICC
and Jonat han Fei pel for the opportunity to testify
t oday. Al so, | want to thank Comm ssioner Scott,
and | EPA, and the ICC staff for their efforts in
trying to devel op policy options for the EPA to
consider as it starts devel opment of a state plan
for compliance.

As you know, and ny coll eagues would
say, the General Assenbly is very interested in this
and not only the coal aspect but other forms of
energy.

| live in coal country, but |I was one
of the main sponsors of the solar bill that we had
this year, so | think that we need all the aspects
of energy in our state. As you know, | got
criticized a few times. It is important for my

area, and it passed with sponsored House Resol ution
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782, and that was one of two resolutions that was
passed.

If you are not famliar with House
Resol ution 782, it more or |l ess recognizes that coal
is an integral part of our state. Over 42 percent
of our energy comes fromcoal and it's a key part to
our econony with the jobs that it has.

A coal -fired generation, as you know,
is a 24/ 7 job, 364 days a week. Recogni zi ng t hat
el ectric generation conmpani es have invested billions
and billions of dollars of investment in
environment al upgrades and, as you know, it calls on
t he USEPA to give what we think is very inportant.
Let Illinois have its flexibility when it conmes to
I1linois policy and not just a cookie-cutter
approach, because coal nmeans so much to Illinois.

The other resolution I will get into
i s House Resolution 1146 that passed the House that
| also did support to make simlar points regarding
the benefits of nuclear power and to the state
economy, the reliability and affordability of

electricity, and it points out that nuclear power
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out of state can maxim ze fossil fuel and to pronote
st atewi de carbon em ssions overall.

The bottom line is taking together
both resol utions, we recognize the inportance of
base-1 oad coal and nucl ear generation to the econony
of Illinois, and we need to make sure that any state
conpliance plan that does everything possible to
protect Illinois jobs, the econony, the
affordability and reliability of electricity.

| also want to make this point. I
sincerely think a | ot of Representative Davis, and
Representati ve Koehler, and Chairman of the Public
Utility Comm ssion Telecomin the House, and that |
will do everything |I can to work with himto make
sure that we hit goals, and | think that's very
i mportant.

Al so, Illinois needs to have, as |
said earlier, all of the above energy strategies,

t hat includes coal, nuclear, and natural gas,
renewabl es, and energy efficiency, and one that's
mar ket - based fuel neutral. That's what |I'm | ooking

for and what | believe many of the menbers of the

26



10

11

12

13

14

15

16

17

18

19

20

21

22

General Assembly are | ooking for.

On a personal level, | told you,

Chai rman Scott, |I'm from Southern Illinois and have
coal -fired power plants in my district with one job
in lllinois, in good old Manipeg (sic) County.

Dyner gy, which operates this very
demand, is a major enployer and taxpayer in ny
district; simlarly, over two-thirds of the
22 coal -fired generators impacted by this rule are
| ocated in Central and Southern Illinois south of
1-80, and the econom c engine for many, many in
downstate Illinois, and Senator Koehler can tell you
t hat . For exanpl e, statew de coal-fired generation
j obs has over 2400 high-paying jobs.

For exanple, Dynergy, the |l argest coal
and natural gas generation company in Illinois with
8300 nmegawatts, over 9,000 engi neering jobs, over
655 mllion in household earnings, over 39 mllion
in state tax revenues, over 23 mllion in
| ocal property taxes, econom c activity over 2.4
billion -- with a B - 2 billion spent on environment

upgrades in recent years as well.
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We need to make sure that we do
everything we can to support these and other simlar
i nvestments in Illinois, the jobs, the economc
i mpact, and make sure that we have policies that
give these plants the opportunity to succeed and
also give them flexibility to survive the transition
as we implenment the rule.

Anyt hing | ess, Chairman Scott and
M. Feipel, I think will likely be difficult for the
General Assembly and the public to accept.

Any questions, | would be glad to
answer .
CHAI RMAN SCOTT: | appreciate that Representative
Phel ps. Any questions?
(No response.)

Thank you very much for being with us.

We appreciate it.
REPRESENTATI VE PHELPS: Thanks for everything.
CHAI RMAN SCOTT: Let's go to Senator Biss.
PRESENTATI ON
BY

SENATOR BI SS:
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Thank you very much. s this on?

CHAI RMAN SCOTT: Yes, you are on.

SENATOR BI SS: Thanks very nmuch for having us and
t hank you for holding these hearings. | want to
keep my comments extremely short and extenporaneous.

| would say as we think about the
i mpl ementation of this rule, | keep com ng back to
two basic principles, the most inportant of which is
to keep -- to bear in mnd the kind of long-term
goal of the process as opposed to sinply the letter
of the rule itself, and so it appears to be the case
that will be granted a fair amount of flexibility of
what different options we can take, but | think we
have a clear sense of where as a society and state
we expect to be in future generations, and it seens
to me inmportant to use the inmplementation of this
vehicle to use in that direction as rapidly as
possi bl e, but | keep com ng back to thinking about
how to enmphasi ze both efficiency and renewables in
the inplementation of a m x that we put together.
Wth that said, | would want to

hi ghl i ght what | would characterize as kind of a
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simlar spirit two things that Senator Koehl er
mentioned. The first is this possibility for
interstate collaboration, which I think is worth

hi ghlighting for two reasons, the first of which is
that the State of Illinois has some uni que

advant ages which could very well position us in
certain types of regional arrangenents, but the
other is -- you know, let's be realistic. This
action by EPA, it is what it is based on the
political realities of Washington as they are. |t
doesn't mean that the ideal solution is to kind of
fragment the country into states and i magi ne that
borders between the states are inpermeable to
electrons, So | think we are both | everagi ng our own
assets, but also making good policy we are able to
enter into a |egislative agreenment.

And then the last thing | would say on
this topic of the Blue/ Green Coalition, particularly
as we think about the |long-term energy
transformati on that our nation is going to have to
undergo, let's not get tricked into feeling that the

transformati on and energy assets has to be paired
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wi th downward pressure on wages.

The fact that there seenms to be sone
downward pressure on wages in the broader econony is
i mportant, and terrifying, and scary, and sad, but
t hat doesn't mean that we have to accept that new
sectors have to be organized differently and have to
be held to | ower | abor standards, | ower wage
standards than on old sectors.

As we enmbrace the transition, | don't
t hi nk we ought to be enmbracing downward pressure on
wages. We ought to be managing the transition so as
to counteract that social trend, and | think that
principle is at the core of protecting and
respecting the Blue/green Coalition that Senator
Koehl er wants so much to build.

So with that, | thank you for the
chance to be here and | ook forward to seeing and
| earning from you and working on this issue.

CHAI RMAN SCOTT: Thank you very nuch, Senator.
appreciate it.

El ai ne Nekritz, you want to go?

REPRESENTATI VE NEKRI TZ: No.
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CHAI RMAN SCOTT: She keeps deferring.

PRESENTATI ON
BY
REPRESENTATI VE GABEL:
Thank you. Thank you very much,
M. Chairman and Comm ssioners. | amreally pleased
to be here today with you. | have heard about, or
read about, or come to nost of the meetings that you
have had on this issue, and | think it's been very
informative, and | really appreciate you doing these
sessi ons.
| think that it's been clear from
t hese sessions that Illinois is really poised to
really address our conpliance for 111(d) now, that
we are really -- | would say there's no reason to
wait, you know, as people have been tal king about it
a number of years.
| think that one |l esson is that we
should really think about how we can do this

qui ckly, and | also want to summarize a coupl e of
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t hings that nmy coll eagues have said al ready.

So what | have heard them say is that
we have two big opportunities this spring session.
The first one is this opportunity to really discuss
cl ean energy jobs for Illinois.

Many of the speakers who canme to the
sessions before this have spoken about the
opportunity for job growth in the renewabl e energy
and energy efficiency arenas, and | heard that
someone had said that there were a hundred thousand
jobs in clean energy now and that it is truly ripe
for growth.

My sense, after meeting with many
peopl e over the summer on energy issues, is that we
are clearly on the cusp of a revolution in the whole
energy arena at all levels of our work.

The second big opportunity that we
have spoken about and that | have observed is that
II'linois needs to be at the center of a regional
approach to carbon em ssions.

' m | ooking forward to our discussions

t oday about a regional solution, in particular the
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cap- and-i nvest market approach. I11inois strength,
as Senator Biss tal ked about, is that we are one of
t he nmost popul ace states. We are at the center of
the country. We have a trained workforce and we

al so have a manufacturing sector here that's very
strong.

| think it's really inmportant that
II'linois be at the center of this regional approach,
t hat we have the opportunity to be a | eader, but
t hat we have to move quickly in order to be able to
assume that role.

People are much nore likely to join a
regi onal approach that's already started rather than
spendi ng a whole ot of time having meeting after
meeting with people, which I know you have spent so
much time doing, Chairman Scott, and | really
appreciate all the work that you have done on that.
| think at a certain point we need to just take
| ead, nmove on and work with M nnesota and just begin
t he process of a regional approach and in time other
partners will join us.

| strongly urge participants today to
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di scuss how Il linois could establish a
cap-investment market approach by 2016 and have
ot her states join us afterwards.

| also think the other thing that I
woul d |i ke participants today to discuss would be
how a cap-and-invest market can create jobs in all
parts of the state.

Representati ve Phel ps, and for all
peopl e, |abor unions in particular, as you
menti oned, mnority groups, Chicagol and, downst at e,
urban areas, rural areas, we need to be building in
fields and rooftops everywhere in Illinois.

For us, this is truly a significant
opportunity, and | think we need to take advantage
of it. You know, | always said we need to look to
see where the window s open and then make sure we
jump through it, and | think to me this is an open
wi ndow and we need to take the jump, so thank you
very much.

CHAI RMAN SCOTT: Thank you, Representative.
COMM SSI ONER MAYE: May | ask a question?

CHAI RMAN SCOTT: Sur e.
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COWMM SSI ONER MAYE: Thanks so much for all of you
being here first of all. | just want to ask you a
gqui ck question, and |I know you tal ked about a
regi onal approach and why you said you wanted
Illinois to really take the | ead and be the center
of approach.

| was curious to know why or if you

are opposed to an individual approach for the State

of Illinois, and, if so, why.
REPRESENTATI VE GABEL: | think that with the
regi onal approach Illinois has the opportunity to

really build nore renewabl e energy, wind in
particul ar, but also solar, and |I think that there
are some other states around us who are nore
invested in coal than we are, and | think if we do
t hat kind of a cap and invest, then they can buy our
renewabl e energy, cleaner energy, and we woul d be
the wi nner of that kind of arrangenent.

COMM SSI ONER MAYE: Thank you.

REPRESENTATI VE GABEL: You are wel cone.

CHAI RMAN SCOTT: Representative, thank you.

| turn to Sue Rezin who represents
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seven counti es. | thank you, Sue.

PRESENTATI ON
BY
SENATOR REZI N:

Thank you. It's a downstate district
as well, so it's a very large district, and thank
you for the opportunity actually for me to be here
and | earn. | appreciate everything that you do do,
and | al so appreciate every year we have an energy
tour in nmy district and many of you have come on the
tour just to learn nore about what is going on in
t hat area. | do appreciate it.

And but just to, you know, Kkind of

give you an overview, again, for those of you that

don't know, I'min the 38th District. I n my
district | call it, you know, probably the | argest
energy-producing district in the Midwest, if not in

the country.
So of the eleven nucl ear power plants,

three are in my district. W also have wi nd, solar.
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| have coal plants. | have the peaker plants as

wel |, and we have -- because of that, we also have
the grid system com ng through, and we al so have,
you know, a grid systemthat's trying to come

t hrough fromthe west of us to tie into the grid
system so we see a |ot of what's going on in energy
right in the 38th District, So we do have
chal | enges.

| am the mnority spokesman on energy,
so |'"ve often said we get |egislation that, you
know, sounds good but, you know, where do we plug it
in in the bigger picture? Wiere does it fit in the
pl an? So that's why | appreciate the opportunity to
be here today and listen to all of your speakers as
wel | .

Just a couple of things in terms of
jobs, and | do appreciate having, you know, these
energy providers in my district meet in terns of
jobs. There are high-paying jobs. | mean, there is
skilled | abor that comes in. They do the
turnaround for all of the plants in the district,

and there are very, very good wages, make no, you
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know, bones about it. This is what's driving the
economy in ny district, and they're good jobs, so we
do appreciate that as well.

You know, and as we try to figure
out what the best policy for the state is in ternms
of , you know, clean energy, you know, we al ways --
especially nmy coll eagues who hopefully I will be
serving on the energy commttee -- we have this
bal anci ng act of, you know, clean energy and cost,
and what does that mean to businesses and
corporations in the State of Illinois?

We've heard a | ot about the chall enges
for companies to be in the State of Illinois, but
one thing they will tell you is one of our
advantages in this state is the |ow cost of power,
and that is a very big line itemin their budget,
and | would Iike to just give you a brief exanple of
what busi nesses do when the cost of power goes up
and the decisions that they make.

We have -- part of my district has
bought into a clean coal plant, and, as a result of

it, they're not flexible in terms of the rates that
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they pay. They're |locked in, and currently with the
| ow cost of power that's out there, they're not able
to go on the market and get this | ow cost. They' re
paying a |lot more currently.

Now m nd you this fluctuates, but that
currently you do have businesses | ooking at that.
They're higher energy users and it is a huge part of
their bottomline. So when they're making decisions
of whether to stay there or not, they're | ooking at
t he cost of power and should they stay there and
invest or nove in this case to the next town over
whi ch they have the ability to go on the market and
shop for a better price.

So, | mean, just to let you know,

t hese are the chall enges that we are going to face.
As we are tal king about this, I think you know in
theory we are all on board with the direction where
you are going, but we also have to be cogni zant of
what that line is in terms of cost and not price
oursel ves out of the market, because it's a huge
advant age for conpanies to be in this state who are

big and | arge energy producers, so thank you.
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CHAI RMAN SCOTT: It's a good point. And you nmade
reference to the nmunicipalities and cost option that
are buying power different than what we normally
think of, just utilities that go through the
alternate suppliers and there's a whole group out
t here we have to be cognizant of, so | appreciate
t hat and appreciate your very good job.

COWMM SSI ONER McCABE: Thank you for com ng

COWM SSI ONER del VALLE: You mentioned you have a
clean coal plant in your district. MWhat is that?

SENATOR REZI N: lt's not in ny district, but
there are municipalities that bought into an
association's portfolio.

CHAI RMAN SCOTT: And just so you know, when | was
representing Rockford and was downstate, we were al
geographically chal |l enged.

SENATOR REZI N: | appreciate that.

CHAI RMAN SCOTT: Representative Nekritz, thank
you for being here.

PRESENTATI ON
BY

REPRESENTATI VE NEKRI TZ:
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Thank you, M. Chairman. | think I
m ssed one of the nmeetings, but | think this is
really an important process that you are going
t hrough. This is such a conplex area and so that to
dedicate the time and thoughtful dedication that you
are giving to it is welcomed and very worthwhil e.

The di sadvantage to going after how
ever many is that all of my points have been made.
| thought | was going to get away. | thought Sue
Rezi n, when she started tal king about the | ow cost
of energy in Illinois, that was my | ast one.

| do think that as | served on the
II'linois Jobs Task Force a few years ago, one of the
t hi ngs we consistently heard from enmpl oyers and
conpanies located in Illinois and wanting to | ocate
here was the cost of power was one of the
significant advantages we had. | think that that
has to be a consideration that we | ook at for
bringing non-energy-related jobs to Illinois, but
the energy-related jobs are also critically
i mportant.

As Representative Gabel mentioned, we
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have over a hundred thousand fol ks working in that
sector now, and that is something that we really can
grow and expand on.

Two of the priorities | think for
| egislation this spring are going to be the fix for
and expansion of renewable portfolio standards as
wel | as expansion of the energy efficiency
standards, and those | think are going to be
critical component parts of whatever we do on the
111(d) Rule as well, So |I think we can hopefully be
wor ki ng together on the same goal with regard to
t hose itens.

| do believe that a broad energy m x
is critically important to keeping our energy prices
| ow and mai ntaining the jobs that we have, and those
are the things -- those are the goals I think that
we need to focus on as we go through this
di scussi on.

So, again, it is an inportant debate.
|"mglad to see so many menmbers of the Gener al
Assenbly here, because | think it speaks to the

i mportance of the issue.
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CHAI RMAN SCOTT: Well, thank you very much.

Any questions for Representative

Nekritz or any of the other |egislators?
(No response.)

Any of the |egislators, do you have

ot her points you would |like to make?
COMM SSI ONER KOEHLER: Just one comment | want to

clarify when | tal ked about Il1linois being
deregul ated anmong regul ated states around us, |I'm
not advocating that we go back and try to
re-regul ate, but | am saying we have to figure out a
way that we can incentivize investnment into our
generation plants.

| do want to mention one exciting
project that | saw in Canada, and | heard about in
Washi ngton State as well, and that's conversion of
coal plants into biomss plants, and | think if we
| ook at how the synergy would be created between
agriculture and power generation, that m ght be very
exciting for us in Illinois to | ook at that, because
we have seen that there's been a | ot of natural gas

conversion, and natural gas is very cheap right now,
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but I think we need to think beyond and really | ook
at how we can take full advantage of the resources
t hat we have in Illinois.
| am very happy to see all ny
col | eagues here, because | think we have got a big
i ssue and an exciting start to this, and | do
appreciate the work that this Comm ssion has done.
| listened to the | ast meeting on the internet.
It's much better being here in person.
(Laughter.)
CHAI RMAN SCOTT: Most people say the opposite.
(Laughter.)
Comm ssi oner Col gan.
COVMM SSI ONER COLGAN: A comment about that issue
t hat you are tal king about. In a perfectly
integrated state, those states do what they call
"integrated resource planning," and because they can
actually order a utility to build generation, if
needed, that is where in a conpetitive state -- and
you are shaking your head. You probably know
this -- but in a conpetitive state we actually were

not allowed as a Conmm ssion to do integrated
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resource planning, and there needs to be sone sort
of way of com ng together so that we can actually
have a view of where we stand, because right now if
we went to the conpetitive marketplace and, you
know, we are not going back in the other direction,
but we are entirely dependent upon the marketpl ace,
and there are a |lot of challenges in that
mar ket pl ace with retirement of coal plants and all
ki nds of things happening in there partly why we are
doi ng these sessions, but the Comm ssion doesn't
have any authority here to do any sort of integrated
resource planning, and | don't know how you package
t hat, because it's a conplex issue, but | think
t here could be someway to go about that.

SENATOR KOEHLER: Can | respond to that?

CHAI RMAN SCOTT: Sur e.

SENATOR KOEHLER: | think that's an excell ent
poi nt . | think one of the things we have to | ook at
is maybe the whole area of public/private
partnerships. We have seen that done with the
hi ghway system We are going to have a subject

matter hearing on transportation and agriculture on
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our | ock-and-dam system | ooking at a public/private
partnership approach.

So | agree. | think we have to really
roll up our sleeves and solve that problem because
what | don't want to do is wake up ten years from
now and see all of our coal-fired plants shut down,
but what we are doing is we are now buying coal and
electricity from Indiana, and Kentucky, and
M ssouri, and |lowa, and everywhere around us,
because that's what could happen is that we could
outsource all of our electric production which means
our jobs go out of state.

CHAI RMAN SCOTT: Anybody else like to respond to
anything that they have heard?

Represent ati ve Phel ps, anything?

REPRESENTATI VE PHELPS: (Shaking head.)

CHAI RMAN SCOTT: Okay. Thank you very nuch.
Again, | really appreciate your being here and as
t he debate goes on we will be talking a lot. So
t hank you very much.

Comm ssi oner Col gan.

COMM SSI ONER COL GAN: | do have one thing maybe |
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can throw in here, sort of time [imted, but | want
to make this point. | f there are structural deficit
issues with the budget of the Illinois Commerce
Comm ssion, and | know the staff has been working on
that, being really focused on that and have sonme
really good and creative alternatives to how we can
resolve those issues, and |I thought it would be a
good time to just kind of rem nd people that that's
on the table.

(Laughter.)

CHAI RMAN SCOTT: And, in addition to that, |
think the other point is that you are also hearing
di scussi ons about the kind of utility of the future
and some other topics that we are going to take up
in a fairly major way, and all that plays in
t oget her.

As we start talking about what our
generation mx is now and what it's going to be, we
have to be cogni zant of the fact that in a | ot of
pl aces you are seeing a | ot of people that are
generating their own power. Now we see that some in

Illinois, but it's in greater degree in other
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pl aces, so we have to | ook at that issue as well
but it all ties into the same issues that we are
tal ki ng about here.

So there's a larger debate | think
that we are all going to have to have, and while
this isn't one focused on 111, that's why | want to
at | east expand and tal k about the energy policy in
general, so there's plenty that we all have to work
on here going forward, So thank up very much.
Appreciate it.

Turning next to Cara Hendrickson, Cara
is with the Chief Public Interest Division and the
Office of the Illinois Attorney General, Lisa
Madi gan, and | appreciate you comng, and it | ooks
like the |l egislators will hear your thoughts on some
t hings you would Iike to see the General Assenbly
focus on as we move forward. Thank you much for
appearing.

PRESENTATI ON
BY
MS. HENDRI CKSON:

Thank you, Chairman Scott and
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Comm ssioners. On behalf of the Attorney General,

Li sa Madi gan, thank you for the opportunity to speak
with you today on this inmportant topic. We would

i ke to express our appreciation to the ICC, as well
as to the Illinois EPA, to the IPA, and DCEO for
conveni ng these conversations in helping to advance
t he di al ogue about our planet and energy in the
future.

| would |ike to especially acknow edge
the contributions of the Menbers of the General
Assenbly who participated in today's session, and
many of my coll eagues will be echoing again sonme of
the same things that we heard fromthemthis
afternoon.

It's encouraging to see the diversity
of stakehol ders who participated in a wi de range of
i ssues and options that were brought to the
forefront of these sessions, so, again, thank you.

The federal carbon standards and the
opportunities for the creation of a state
i mpl ementation plan is an inmportant issue for the

Attorney General's office. Addressing climate
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change is a long-standing environnmental priority of
the attorney general.

Chai rman Scott, as you mentioned, in
2003 our office joined with several other state
attorneys general to support the authority of the
federal government to regul ate greenhouse gas
em ssions under the Clean Air Act.

We were successful in the U S. Supreme
Court case of Massachusetts vs. The EPA whereas you
menti oned the court held that greenhouse gases are,
i ndeed, pollutants under the Act. That historic
decision set in notion a series of actions that the
USEPA is taking to incorporate greenhouse gas
em ssions into our regulatory system

Today USEPA is in the process of
devel opi ng and i npl enmenting Section 111(d) carbon
pollution standards for peak power plants. That's
an i nmportant step forward as power plants represent
the | argest source of greenhouse gas em ssions from
stationary sources in the United States.

After more than a decade of advocacy

and litigation at the federal |evel, we are pleased
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to see the results of inportant and meani ngf ul
processes in Illinois and in other states around the
country.

As we continue to represent the State
of Illinois in the |egal arena, we are equally
commtted to playing a formative role in our state
pl anning effort to conply with the standards and, in
that spirit today, | would like to offer five
principles that the Attorney General's office
beli eves that should guide and informthe
del i berations as we nove forward.

Happily many of these principles
overlap some of the same things we have heard this
mor ni ng and which gives us a real reason to be
encour aged about this planning process going
forward.

First, and forempst, anong those
principles is the inportance of |east-cost planning
to meet our energy and carbon reduction goals.
Utility bills matter for all users, residential,
commercial, and even | arge industrial users for whom

electricity costs can often be one of the | argest
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expenses at their facilities.

In recent years, as has been
menti oned, the average price of electricity in
II'1inois has been well below the national average
and among the | owest in the M dwest.

As we consi der approaches to comply
with the proposed carbon rules and reduce em ssions,
it's critical that policymakers in Illinois are able
to assure ratepayers of all types that the nost
cost-effective approaches are being pursued to neet
our energy requirements and keep the overall cost of
electricity affordable.

In order to accomplish this objective
to protect the public's access to affordable energy
whi |l e reduci ng carbon em ssions, policymakers
require the most conmprehensive information avail abl e
to identify exactly what those needs are, both for
carbon reductions and for energy production, and
t hen, once that need is identified, to thoroughly
assess the costs associated with potential options
to craft policies that will benefit consumers and

the state as a whol e.
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Pol i cymakers shoul d have data that
answers a few of these questions: \What are the
carbon reductions that we need to make under both a
rate base and a mass-base systen? How far wil
existing policies take us? And what's the gap that
must be filled? What is the resource potential and
the total cost of each of the full range of
suppl y-side and demand-si de resources?

This data should include costs and
savi ngs associated with each of Illinois resources,
i ncludi ng maki ng our coal plants run more
efficiently, using nore natural gas, existing
nucl ear plants, increasing renewable efficiency and
demand response, anong ot her options.

Finally, policymakers should have data
t hat shows how each of the different conpliance
strategies affect energy and capacity prices,
supplier revenues and customer bills.

We need all stakeholders to rel ease
rel evant information, including generation costs,
expected changes in demand, and the projected

changes in price associated with the various options
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available to comply with the federal

st andar ds.

carbon

Il 1inois policymkers cannot be

expected to evaluate the contributions or

generation source, whether nuclear, renewabl e,

cl ean coal or sonmething else wthout
i nformation. Least cost planning inf

conprehensive data is the single nost

princi ple that should guide our analysis and insure

t hat we can keep our electricity rel

compl ete
ormed by

i mport ant

abl e and

electricity bills affordable and conpetitive.

A second gui ding princi

ple is the

i mportance of drawi ng | essons from proven nodel s.

For exanple, we know that properly designed

mar ket - based systems can produce significant

at a reduced cost.

The USEPA's Acid Rain Programis a

prime example of a well-structured market approach

to reducing pollution that has drasti
cost-effectively reduced sul fur dioxi
from power plants through the use of

tradi ng systens.

cally and
de em ssions

mar ket - based

costs of a

benefit
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Anot her mar ket - based example is the
restructure of our own electricity system which has
al |l owed the | EPA and ot her suppliers to save
consumers mllions of dollars by creating a
mar ket pl ace for power supply with competitive
bi ddi ng.

It's also worth bearing in m nd, as
ot hers have mentioned, that electricity markets are
continually changing. Low natural gas prices and
ot her factors have reduced electricity prices for
consumers, but we do not know for certain how | ong
natural gas prices will remain at the current |evel.

Simlarly, while capacity paynments
recei ved by generators have varied over the | ast
several years, we do know that capacity system
operators, |ike PIJM, are proposing to nmake
potentially maj or changes to capacity-charged
model s. Some of the proposed changes, if enacted,
could substantially raise capacity charges.
Properly desi gned mar ket -based prograns are well
suited to respond to changing conditions and new

dynam cs such as these.
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Of course, market-based solutions are
not the silver bullet for every policy change we
face, but Illinois'" successful inmplementation in the
Acid Rain Program worked well to both control costs
and reduce pollution, and Illinois' conpetitive
electricity market has generated savings for
consumers. The use of market mechani sms should be
carefully considered as we chart the path ahead.

The flexibility in compliance options
of fered by the proposed carbon standards allow us to
exam ne a range of possibilities across the electric
sector as a whol e. No particular compliance method
has been preordai ned, and policymakers should draw
upon the proven nodels to set Illinois on a path for
the future.

The third policy principle we would
like to offer is that we should exam ne how to build
on past successes. Hi storically, we have sought to
i nsure that our state energy policies produce
positive results for the environment and the econony
while at the same time making certain that

rat epayers are treated fairly and energy prices
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remai n affordabl e.

It's now appropriate to take a step
back and consi der how we m ght achi eve even further
progress and what policy adjustnments may be needed
to continue reaching and expandi ng our goals. W've
made i nmportant progress toward making Illinois nore
energy efficient, growing Illinois renewabl e energy
resources and capturing market savings for
consumers.

As has been nentioned, the American
Counci |l for Energy Efficiency Economy points out
t hat energy efficient prograns cost about three
cents per kilowatt-hour, by far the cheapest options
for satisfying our electricity needs.

According to the Clean Jobs Illinois
Report, there are nearly a hundred thousand workers
in lllinois enmployed in energy efficiency, renewable
energy and associated fields with 62 percent of
t hose wor kers hel ping consumers save noney by using
| ess electric energy.

On the renewabl e side, our policies

have helped Illinois go from 50 nmegawatts of
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installed wi nd capacity in 2003 to over 3500
megawatts today. Illinois is poised for simlar
growth in solar generation as distributed generation
and sol ar carved-out policies are helping to open
the markets for smaller size residential systens.

Reduci ng demand and i ncluding nore
cl ean energy in our systemgives us flexibility to
reduce reliance on an infrastructure that's getting
mor e expensive as it ages and now nmust account for
associ ated carbon poll ution. It al so provides a
growt h i ndustry, including jobs in engineering and
research, installation and mai ntenance,
manuf acturing, sales and distribution, and
prof essi onal services.

| dentifying how to build on what's
wor ki ng and what barriers to further growth needs to
be addressed, while maintaining our sensitivity to
rat epayer impasse will help us to reduce carbon
em ssions and increase econom c devel opnent in
I11inois.

The fourth guiding principle is that

the key to expanding efficiency renewabl es and
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i nnovation is insuring that opportunities are

avail able for everyone in Illinois, especially

| ow-to- moderate i ncome households, to participate in
efforts to reduce energy use or generate power
locally. This is a question of both scale and
equity.

To reach greater |levels of carbon
reducti ons, we must work towards the goal that every
residential and business owner in our state has the
opportunity to reduce their energy use through
| ong-term energy efficiency measures and through
sharing in the benefits of new products and
t echnol ogy.

Low-t o- noderate i ncome househol ds
spend a higher proportion of their income for basic
necessities, like lighting, heating and cooling. By
prioritizing the involvement of these households in
efficiency distributed generation and product
i nnovations, we can both expand our carbon reduction
efforts and deliver the benefits of reduced costs to
t hose who need them nost.

Finally, the fifth guiding principle
60
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that we would like to offer today is that when
eval uating potential policy approaches to state
energy policy, we should prioritize those things
t hat encourage conti nued growth and i nnovati on.

The climate is changing, but so is
technol ogy. New devi ces and new applications, such
as energy efficient programmbl e appliances and
residential solar systems, may offer consumers new
and different ways to participate in the electricity
system

More data, nore communi cation and nmore
integration are clear trends across the utility
| andscape and are enabling things |ike distributed
generation and demand response to grow and expand.

We know that the energy sector is
al ready an inmportant source of innovation, economc
devel opment and jobs in Illinois. As new
t echnol ogi es and sources of income join our
traditional reliance on coal and nuclear, we nmust be
cogni zant of the chall enges facing those communities
where aged power plants are |ocated and of the

econom ¢ and technol ogi cal chall enges that will
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af fect people's livelihood and conmmunities.

Properly directed, the policy approach
is to comply with carbon reduction requirements can
insure that Illinois is a |eader in energy
i nnovation and growth both now and in the future and
that no region of the state is left behind. This
transition can and must be managed fairly and
equitably for all Illinois residents.

And, in conclusion, the Attorney
General's office | ooks forward to participating in
t he process that thoroughly weighs and i nvesti gates
all of our options for meeting our carbon reduction
goal s and potential confornms to Illinois' energy
policy principles.

Wth the right principles in mnd, we
are confident that we can find a path to
cost-effective reductions and carbon em ssions that
maxi m zes the benefits and savings for all Illinois
consumers and establishes the ground rules for
| ong-term sustai nable energy in the future for our
st ate.

Thank you again for the opportunity to
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address you this afternoon.

CHAI RMAN SCOTT: Thank you, Ms. Hendrickson.

Any questions? Comm ssioner Col gan.

COMM SSI ONER COL GAN: | " m sorry, but your second
principle kind of blended into the third principle.
What was the bullet point for the third principle?

MS. HENDRI CKSON: The third principle is building
on past successes, and that includes taking a | ook
back at what has worked and building on it going
forward.

COWM SSI ONER COLGAN: The second was draw some
| essons from proven nodel s.

MS. HENDRI CKSON: That's right, proven nodels,
and | nmentioned in particular, the acid rain program
as one example and the benefits of markets as an
exampl e of nodels that we should consider.

COMM SSI ONER COL GAN: Thank you.

CHAI RMAN SCOTT: Anything further?

(No response.)
Gr eat . Thank you.
MS. HENDRI CKSON: Thank you.

CHAI RMAN SCOTT: Appreciate your being here
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t oday.

We are going to turn our attention now
to conpliance strategies, and for that we are going
to call on a couple of folks who are experts in
their field, and we appreciate them joining us,
Franz Litz and Jonas Monast.

Il will just tell you a little bit
about them as they're comng to the table. Franz
has 20 years of experience in energy and
environmental |aw and policy matters and gover nnment
busi ness, and Jonas has an organi zation, and we've
worked with Franz in various capacities in the State
of Illinois while he was with the World Resource
Institute and with the Pace Environmental Center and
now with the Great Plaines Institute where he
currently works.

He al so worked for the New York State
Devel opment Environmental Conservation and was part
of the devel opment teamin the Northeast that worked
on the Regional Greenhouse Gas Initiative where
REGGI E i s and you heard about today and in other

policy sessions as well.
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So Franz brings a wealth of experience
and al so has been working with us currently on sonme
of the multi-state stakehol der groups that we have
been working on specifically with respect to 111(d).
So we appreciate Franz being here as we do Jonas.
Thank you very much.

Jonas is director of the Climte and
Energy Program at Duke University's Nichol as
I nstitute for Environmental Policy Sol utions. He
wor ks on the interaction of state and federal energy
policies regulatory options for reducing greenhouse
gas em ssions in the inter-sanctions of financial
mar ket climate resources.

He al so teaches courses on the
inter-sanctions of energy and environmental issues
at Duke University's |aw school and Ni chol as School
of the Environment.

Previously Jonas worked as an attorney
on social responsibility and graduate of Colin Cove,
LLP, and also served as a congressional fellow for
the | ate Senator Paul Wellstone and a | egislative

counsel for Center for Responsible Lending.
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Jonas has worked with us on
many different projects over the years and | know
he's been doing a |l ot of work for some of the
sout hern states specifically on these issues, so we
t hought he would give a broad perspective from a
couple of views, as we heard the |legislators talk
t oday and we tal ked before in previous policy
sessions about the rule itself, and what are sone
options for a state like Illinois to pursue, and
what's going on in some of the other states as well.

Let me start with you, Franz, if |
could. You mentioned the NODA, the Notice of Data
Avai lability, if you could just briefly explain what
that is. We tried to talk about the rule itself in
the earlier sessions, but since this is kind of a
new devel opment along that line, and then if Jonas
has sonme thoughts as well, if you could briefly
outline what the EPA is |ooking for in ternms of
coment s.

PRESENTATI ON
BY

MR. LI TZ:
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Absol utely, and thank you,

M. Chairman and Menmbers of the Conm ssion. It's

very good to be with you again, and it's an honor to

follow the other public servants who are here,
members of the General Assembly and the
representative fromthe AG s office were really
interesting to listen to the coments and concerns,
and | should say it's a pleasure to be here with
Jonas Monast from the Nicholas Institute where they
do really tremendous work and got me thinking in
this area.

So on the NODA, the Notice of Data
Avail ability, that came from the EPA, the way to
t hi nk about this is EPA issued a proposed order on
June 2nd, and it was their big proposal,
800- sonme- odd pages of preanble, that set out what
t he carbon standards m ght | ook at for existing
sources and then from that point they started to
have meetings and hearing coments from
st akehol ders.

The NODA, or the Notice of Data

Avail ability, represents their official take, if you
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will, on some ideas that have come up from various
st akehol ders, and so they heard some ideas and they
said, well, we only heard them fromthese
st akehol ders. Let's see what everybody el se thinks
and their ideas and also concerns related to the
proposal .

So let me tell you what they are.
They boil down to three things eventually. The
first is there have been concerns raised about the
way that the stringency kicks in under the standards
and that in many states there have been -- there are
concerns that the standards kick in too quickly.

So EPA has heard some ideas about how
t hey m ght address that and spread out the
stringency and make it more gradual. They use the
term "slide path,"” and the two ideas that they
present are to allow early reductions so you would
have credit for things that happen between now and
2020 and all ow those reductions to count toward
compliance in 2020.

The second idea would be to phase in

more slowly the part of the standard that was set
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based on a shift to natural gas, so don't assune it
could all happen right away, have it phased in over
time. Also the part of the standard that relates to
the i nprovements or the efficiency of inmprovenents,

t hat can happen at both plants.

So this set of ideas related to
tempering those interimtargets one could say
analytically would tend to | essen the stringency of
the standard to make it easy.

And the second point that they're
reacting to are concerns about how the renewabl e
energy portion of the proposal from June 2nd was
| aid out, and they have heard from vari ous states
that some states seem to have a big burden under
t hat met hod and other states seem to have very
little burden, and they heard an idea to sort of
tinker with the way that the renewable goal will be
set for states and they'll do that by -- or at |east
the idea they're floating is that they have a
regional target and then they would allocate that
target anong different states, and they identify

some ways they m ght do that.
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One could |l ook at this concern and the
idea that EPA is floating as a way to perhaps |evel
the playing field, and Illinois' goal relative to
some of the other states sort of falls right in the
m ddl e, but there are states |like M nnesota where
they really fall quite high in terms of stringency
| evel s and other states that fall quite |ow, but
what we coul d expect if the EPA follows this second
point is that we see some state targets get nore
stringent and others get |ess stringent perhaps.

The third thing they focused on in
this NODA is the consistency in the way that they
cal cul ate the state goals, so you know fromthis
really terrific process that you have been going
t hrough here, as you listened to stakehol ders and
you listened to other experts, that they | ooked at
heat rate inprovenments at coal plants. They | ooked
at a shift in natural gas. They | ooked at renewabl e
energy, and they | ooked at energy efficiency across
four building bl ocks.

When they | ooked at a shift in natural

gas, for example, they assumed that natural gas
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woul d repl ace existing coal generation; however
when they got to the part where they were figuring
in renewabl e energy and energy efficiency, they did
not assume any di splacement of existing fossil
resources.

That's the point of the third area
where they're taking comments and they're suggesting
t hat perhaps they should -- they should treat
renewabl es and energy efficiency consistently the
same way that they do natural gas.

The effect of this idea, if they were
to implement this, would be to increase stringency
across the board, and so what you have here across
these three issues are one which could | ower
stringency across the board.

The second one woul d probably result
in some change in the distribution of the effort
across various states, and, third, would tend to
i ncrease stringency.

The net result is we don't really know
whet her these ideas would tend to increase

stringency overall, or keep it the same, or |ower
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it, but EPA does talk about offsetting the affect of
these different ideas, which does suggest to nme
anyway as a reader that they're interested in
per haps leveling the playing field, addressing sonme
of the glide path issues the way that the standards
phase in but not necessarily |ooking to increase the
stringency over all of the standards.

CHAI RMAN SCOTT: Can | ask one clarifying thing.
On the first point about stringency kicking in too
qui ckly, this is what we conmonly hear about as "the
cliff" where, yes, your ultimte goal is your 20/30
target, but their interimgoals that kick in 20/20
on a |l ot of states they are a substantial portion,
if not way more than half of the ultimate goal that
you have to hit, and the fear is that one of two
things: One is states just won't be able to neet
that or that will |ead states, because it's the only
thing they can do on a fairly quick period of time,
to ranp up natural gas in a substantial way.

s that a fair characterization of

t hat ?

MR. LI TZ: Yes, that's right. | think both on
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the industry side there was a concern that you m ght
end up straining assets, and sonme of these coal
pl ants have seen recent upgrades which have cost
money, and if you stop using those plants right
away, then that's noney that's |less stringent there.
On the environmental side, there's

al so concern there would be a rush to natural gas at
t he expense of some of the others, and perhaps even
| ower cost alternatives, |like energy efficiency
where you need nore of a lead time, and a | ot of
t hese states -- and Illinois is probably not one of
them -- but in a lot of these states that are really
just starting to have energy efficiency prograns
t hey need some time to ranp up.

CHAI RMAN SCOTT: And so both of those issues
m ght be addressed through the kind of smart glide
pat h approach that they're maki ng comments.

MR. LI TZ: Yes.

CHAI RMAN SCOTT: Jonas, did you want to add
anything to that in the formof the states you are
wor ki ng with and how you see those issues or if you

see what EPA may be getting as the same as Franz
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does?

MR. MONAST: Let ne take the last part first. So
| think the system adm ni strator enphasi zed when
they rel eased the NODA not to read anything into it.
| think what she said was not to read that EPA has
any conclusion in mnd to it, but you can read a
number of things into it. First off, they are
getting a |l ot of sophisticated feedback asking very
t ough questions that the EPA knows they have to
t hi nk about nore.

| think another is they're not just
getting push back from opponents of the action under
the Clean Air Act, but they are actually getting
some push back from proponents in that they think
t hat energy or renewable energy was not treated in a
way that it should have been treated, so |I think
it's probably safe to assume that the final rule
wi || address the points that are being raised by the
NODA.

| think it's important for people in
this roomto not |eave here thinking that the EPA

has sonmething in mnd or at |east that there's any
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signal that they're giving through the Notice of
Data Availability at this point, so we are still in
the comment peri od.

| think the EPA is hoping to get, in
addition to sophisticated comments, the questions
that it asked on June the 2nd and al so sophisticated
responses to these questions as well.

CHAI RMAN SCOTT: Let me ask one nore question,
because one of the other things we and a group of
M dwestern states have been working and asked for
and a | ot of people have, too, and it came up
earlier in the comments, so | want to ask you about
rate base versus mass base and the cal cul ati ons on
how to do that, and we kept hearing that it's soon
and going to happen soon, and then there was
somebody who tal ked about it -- they did it today --
that they're going to do it today.

Have you seen, or have you heard
anything, or is there any |likelihood that we're
going to see that? Because the key point for that
is a lot of states want to try to decide what works

better for them the rate base or mass-base
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approach, even though one is allowed under the rule.
| f you don't know exactly how to do the cal cul ati on,
you may end up making very bad assunptions.

MR. LITZ: Yes. The way that the proposal came
out it had rates on a page, and certainty you can
| ook at that and say, hey, that's nmy rate and |I can
figure out what | m ght do at that rate, and then
there was a somewhat anmorphous way to convert that
rate to mass and the issue is people | ooked at that,
including us. We |ooked at it and said, gee,
there's a lot of wiggle roomin here and a | ot of
guesti ons unanswer ed.

So in response to that, the EPA said
that they'll issue some more information on rate to
mass, but | don't think it will come out unless
somebody checked on their phone.

A VOI CE: It just came out, Franz.
MR. LITZ: All right. It came out, so we should
have more information on that.

The thing |I want to emphasize is that
it's suppose to be no less stringent than the rates.

So if you go mass base, then I'd listen to your

76



10

11

12

13

14

15

16

17

18

19

20

21

22

st akehol ders in this process and then also sone of
the | egislators here today. It sounds |ike on

bal ance there's a |ot of folks interested in going
mass base.

The way it's suppose to happen is that

if you go mass base, it's no less -- it's suppose to
be the sane. It's suppose to be the equival ent as
the rate, and so we'll see when we | ook at the

met hodol ogy whet her fol ks when they crunch the
numbers they agree that you end up with a mass base
target that's pretty much asking for the same |evel
of effort that you have to do under the rate.

CHAI RMAN SCOTT: Jonas, do you want to add
anything to it?

MR. MONAST: You know, it's not that we don't
know what it says.

CHAI RMAN SCOTT: Let me ask just kind of a
general question, then I want to get us into some
more specifics about some of the other states that
have been referenced many times today and in our
earlier sessions.

Jonas, just in ternms of, you know,
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some of the states that you're working with, not by
name or anything, of course, just the states that
you are working with, maybe some of the range of
possibilities that they're considering, because we
can all look at it individually and say, you know,
what may work in our particular state, maybe | ust
what some of the states are | ooking at, how they're
| ooki ng at conpliance with this and what nmulti-state
approaches enter into the discussion.

PRESENTATI ON

BY
MR. MONAST:
| would be happy to. First, let me
echo Franz saying thank you. It's a real honor to

be talking to you, and | think that the Comerce
Comm ssion should be comended for thinking, you
know, really for quite some time about this very
conplicated issue, and some of the things you are
doi ng and some of the work that you are involved
with here in the Mdwest is really inform ng other
parts of the country as states are also starting to

tackl e some of these questions.
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We at the Nicholas Institute quickly
our role really is to be a bridge between
policymakers that are struggling with these major
environmental policy questions of the day with the
resources that academ a can offer to help to make
sure people have access to objective information
when they're making these big policy decisions.

It's hard to come up with a nore
vexi ng problem at this point than how do you dea
with CO2 em ssions fromthe existing power sector
using a statute that was written quite some time ago
bef ore greenhouses gases were in the m nd of
Congr ess.

| think that in the states of the
Sout heast our engagement with the states in the
Sout heast is really starting with hel ping them
understand where the electricity sector may be going
anyway and it is really important to put 111(d) in
t hat cont ext. It's not a question of whether the
sector is going to change or not. It's a question
of how and the fact that Section 111(d) is being

proposed and presumably finalized.
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Really while we are in the earlier
stages of a very major transition in a electricity
sector and the fact that 111(d) is being framed in a
way that it |eaves a |lot of choices to the states,
it can provide a tool for helping to manage sone of
the transition that may be taking place.

So, for exanple, Georgia is going to
have a | ot of solar com ng on-line. Georgiais
investing in energy efficiency, and Georgia also has
nucl ear power com ng on-Iline.

What Georgia's response will likely
| ook I'i ke under Section 111(d), you need to
under st and what the energy sector is going to | ook
like in 2020 and 2030, and | think that's a comon
challenge for states at this point is trying to
figure out not just what Section 111(d) requires but
where the energy sector is going to be anyway, how
much more Section 111(d) needs to do.

Some of the commonalities | think
bet ween the region where | work and Illinois, we
have different regulatory systens for the electric

sector, so we are currently integrating states on
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there, but we do have some very large utilities that
cross state borders, so there's an analogy in the
way that electricity flows across borders, and
di spatch decisions are made in a nulti-state
framewor k that | ooks sonmewhat |ike the RTO-type
approach.

So if you are thinking about managi ng
CO2 em ssions across a utility's service territory,
that's | eading some of the states in the Southeast
to start thinking about nmulti-state, because that's
the way the electricity systemis dispatched anyway.

Knowi ng that, just to use North
Carolina and South Carolina as an exanmple, if North
Carolina and South Carolina do different things,
| i ke Duke Energy, the Carolinas operate across
bot h, nmost of North Carolina and a portion of South
Carolina, that could put North Carolina and South
Carolina policymakers in a position where they may
care a | ot about where Duke Energy builds a new
solar farm or potentially nuclear facility where
there's coordination between the states, sonme type

of mar ket -based approach where there's other
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strategies, then the states may not need to weigh in
on the decision about where it's being built but may
need to focus on whether it's being built.

So | think probably earlier in the
expl oration process and | suspect that you at the
Commerce Comm ssion and others here in Illinois are
grappling with some of these questions |ike where is
the electricity sector going, what are some of the
risks that we need to pay attention to in our region
and try to develop sonme of the information, they can
hel p answer those questi ons.

We, at the Nicholas Institute, are
doi ng some exciting econom c nodeling that will be
avai |l abl e. Unfortunately, they're not avail able
yet, but by the end of this year, early next, really
conmparing state-by-state approaches to regional
approaches and conparing mass-based approaches to
rat e- based approaches on a state and regional |evel,
| think |ooking fromus and ot her groups that are
doi ng nodeling, there's going to be a |ot nore
information that's available in early 2015 that wil

hel p you with your comment period but | think will
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hel p you start thinking ahead about how you may
respond to the final rules.

CHAI RMAN SCOTT: Franz, let me ask you a couple
of things first. You' ve been working with a | ot of
states in the Mdwest, a lot simlar to what Jonas
was tal king about, but then also going back to the
REGGI E exanpl e way back for you, and | think there's
some type of confusion about what REGG E is, and
what it isn't, and how long it took to set it up,
and why it m ght have taken the amount of time that
it did.

| think that's instructive for us,
because | hear a | ot about you can't do anything
mul ti-state because it takes too long to do it and
t hose kinds of things, so if you could go into that
just a little bit.

MR. LI TZ: Yes. Sur e. So with the m d-continent
states environmental and energy regul ators group,
which is 14 of the 15 md-continent |SO states with
operations in the md-continent |1SO, that group, so
|"mreflecting on that. ' m al so presented at one

of the gatherings of Jonas' group in the Southeast,

83



10

11

12

13

14

15

16

17

18

19

20

21

22

and | convened a group of stakeholders in the

Nort heast M d-Atl antic around REGGI E commenting on
111(d), and so | say all that just so that to | ead
into the next point which it's striking how comon
the interests are across the various states, and it
doesn't matter if you have a very conservative
Republican governor, or a really lefty Denocratic
governor. Everybody cares about costs, you know,

and it almpst -- it doesn't matter where you are.

That's the first thing that conmes up. How can we do

this at the |least cost? How can we maintain
reliability? Keep the lights on, really all of
t hose things that your |egislators said today.

It's pretty amazing. | think you are
really well set up to develop the perfect solution
for Illinois, if the mnds in this room are any
i ndi cation, but how do we stinmulate good jobs? How
do we remain consistent with the way our grid
operates -- a |lot of comments today about the two
RTOs that Illinois is in. How do we keep our
current assets from being wasted, you know, whether

that's a coal plant that you just invested in or a
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emtting or some of which are in trouble, you know,

econom cal ly. How do we keep them goi ng and how can
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111(d) help in that?

So those are very conmmon objectives
t hat we hear across a |ot of states, and what |
think that means is that there ought to be good
prospects for states com ng together around
solutions under 111(d) because you are trying to
meet the same objective presumably and, you know,
with the same instrument.

What | can say fromthe REGG E
experience is that there's a way to do this. I
think that doesn't give up your state autonomny.

every state is a different state, and it's just as

if you are |looking at M- Tier Group (sic). You have

got a |lot of states that don't agree on a | ot of

issues and a |lot of issues across the board, not

just in energy and planning, and they all have

| egi slatures and in addition different governors.
So you need a process where you, as

state, can decide on a model and work towards
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devel opi ng and inplementing that nodel in your state
and keeping open the option that it can connect to
your nei ghbor or another state as well, if that
turns out to be what you think is in your best
interest. The REGGH E model isn't far fromthat.
l'"'ma | awyer, as you know. The way we
| awyers look at it is in terns of state sovereignty
of the different states. REGGI E operates with
separate rules and laws in every state, and so if
ei ght of the nine states could vanish, and the one
state would still be left with a rule and with
| egi slation on the books and the rule on the books,
the only thing that connects them from a | egal
perspective is that each state recogni zes the
currency fromthe others, and that | think ought to
be instructive to any state that is thinking about
wanting to keep open the option to linking to other
states. As long as you have it so that you have a
currency that you can exchange and all ow t he ot her
state to use, then you are in good shape.
COVMM SSI ONER COLGAN: \What was the REGGIE recipe

that the REGGI E state came onto that all owed them
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into kind of an agreenment? You nentioned Georgia
and North and South Carolina. "' m t hi nki ng about

states' rights issues and how there's not a | ot of
communi cation across borders. You have the

el ectrons that are going back and forth across

borders. How do you bring those two -- | see a
different world, a political world. | see an
environmental worl d. | see electric policy.

Al'l of that stuff is just bumping one
another. Who is it? Did somebody do the work in
the REGGI E states or was it just a quirk of fate
that they were able to talk a simlar |anguage and
come to some sort of agreement? | guess |I'm
interested in the climte and energy programthat
you wor ked on there, M. Monast. | s somebody trying
to do that kind of work in ternms of getting people
talking to each other?

There's probably about five questions
in there, but I"mjust really concerned about -- it
seems to me like the nmulti-state solution just
really would be a good way to go, but how do you get

states talking to each other?
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MR. LITZ: So, yes, there were a | ot of questions
in there, but | guess what | would enphasize the

di fferent REGGI E states have no authority over each

ot her. Each state kept its severity, so we saw
that. We saw Maryland joined |late, for exanple.
They joined after. Even Pennsyl vania has said --

t he governor-elect of Pennsylvania said he wants to
explore the option of joining. That's possible.

And if there's an enforcement issue in one state,
that's the issue in that state, and it's not anybody
el se's busi ness.

| would state that just needs to be
t he case, because we have no such thing as a
regi onal government. We only have state governnents
and we have national governments.

So was it hard? It was harder in that
context for us to reach agreement | think because
there was no driver. There was no federal
requi rement that people needed to try to nmeet in a
| east cost way, and so it was a voluntary thing.
It's getting people to agree on stringency in that

context i1s tougher.
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| think it would be easier in this
environment where it |ooks |Iike we are going to have
a rule, and even so people at these regional tables
are in states where the states are going to fight
li ke hell against this rule and they're going to try
to knock it down, and they may be successful, and it
will all be done, but they're very practical people
and they're saying we m ght not win that battle,
and, in the meantime, we want to make sure our
consunmers are protected, and our sector is
protected, and we have a systemthat's going to
work, so we are going to think about a multi-state
solution in the meanti nme.

' m here to tell you that you could do
it without giving up any of your state sovereignty
or having another state try to enforce against you.

COMM SSI ONER COL GAN: So do you think that the
states are actually seriously contenplating how to
wor k together? Because if you |ook at the signal,
there's a | ot of noise about the rule itself and how
it's just going to be put down, and so it's hard to

i mgi ne how a state is working on ways to comply
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with the rule when they just want the rule to go

away.
MR. MONAST: A few responses. | think very good
guesti ons. First off, I think it's important to

recogni ze that states do cooperate and col |l aborate
with one another in |lots of context.

So in the Charlotte/ Meckl enburg
metropolitan area that span North Carolina and South
Carolina dealing with non-attainment, the
environment al regul ators already have to interact.
The Public Service Comm ssion in South Carolina and
the Public Utilities Comm ssion in North Carolina
don't coll aborate, but they are certainly aware of
t he decisions that they're making regardi ng Duke
Energy generation and what that means on both sides
of the border.

And because we have utilities that
operate in a nulti-state format, where |I'm com ng
fromis where you have regional transm ssion
organi zations here that all cooperate on a
multi-state format. The answer to what is the | east

cost way of conmplying with the |egal obligation
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whi |l e mai ntaining affordable and reliability, that
may suggest that the natural answer is nulti-state
anyway.

One of the things we have been trying
to do in the Southeast, and, again, it is not unique
to us and Franz as well, is paying attention also to
why. So you can really get caught up in the
compl exity of how would you do multi-state
col I abor ati on.

|f you ask the question why, what are
the benefits of doing it, there are a | ot of
different options once you decide that that's where
you want to go.

So in doing something that is as
structured as REGG E or wal ki ng backwards on the
spectrum from that, what Franz is suggesting that
there could just be comon elements. You could have
renewabl e energy credits that count in multi-states
and that actually leads to a multi-state
cooperation, nuclear energy credits, something al ong
those lines, all the way to just sinply follow ng

the territory or the RTO territory how electricity
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is dispatched and just try to pay attention to
creating a coordination across those regions.
| guess ny main point is there's a | ot
of frameworks that are already in place that could
help facilitate coll aboration. | think one of the
big i mportant points that you all are ahead of a | ot
of other states thinking about why and really
focusing on this multi-state as an issue that
deserves nore consideration than maybe it's getting,
because a | ot of state regulators are very
overwhel med by the conmplexity.
It's very hard to understand how to
make choi ces when they have so many choices
avail able to themand little qualitative analysis
hel ping them to reduce it.
CHAI RMAN SCOTT: Comm ssi oner McCabe.
COVMM SSI ONER McCABE: The chairman asked about
REGGI E, which is kind of a cap-and-trade approach.

Can you tal k about other ways states are pursuing

conmpl yi ng?
MR. LITZ: Sur e. | would say just that -- | also
will just quickly respond to Comm ssioner Col gan, if
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| could -- there's a way to -- the MC states that
make up, as they call thenmselves, "m d-continent
states,” including Illinois in this discussion,
refer to it as the "no regrets approach,” and the
reason it's no regrets, for everybody to get in the
roomto talk about how to comply, it hel ps you
figure out what you m ght do, because you are going
to be alone in the final analysis, and also if you
are going to do coordinated plans, coordinated

i ndi vi dual plans, then you need to know what the

ot her states think about what you are thinking.

So you are going to have a ton of your
currency or em ssions credit and you ideally want to
have a program that other people are going to |ike
enough that they take your currency and then you
woul d have that kind of mutual relationship across
state lines, so it's no regrets because you are not
deci ding anything until the end. You can back out
at any tinme.

| fully expect that it will always be
based on a state's self interest. They are going to

know what their interests are. They are going to
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know what their stakehol ders are saying, and they
are going to say, given all of that, it either makes
sense or it doesn't, and if it does, they're in, and
if it's not, they won't be.

So REGGIE is an em ssion budget
trai ning program where eventually the states would
take its rate base and convert it to a mass-base
goal and then they allocate out portions or they
allow to sources who have to use an all owance to
cover every time there are em ssions, and that's cap
and trade.

There's other ways you could do it.
One suggestion comng fromone utility in the upper

M dwest is that you could allocate those budgets to

each entity and say, all right, utility, you manage
your budget. You deci de whether you need it or not
and you use it and any tools at your disposal. That

wor ks better in a vertical integrated context where
the utility owns the generation assets. It woul dn't
work so well in a deregulated state like Illinois.

A m ddl e-of -t he road approach to that

is the cap and trade, and that would be to say, all
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right, let's grant you your budget each entity, and
then the state could say we are going to |let trading
be optional and the entity could choose to opt into
trading or they could choose to just manage their
budget wi thout any kind of trading.

In some ways that's simlar to the way
t hat M SO wor ks, you know, utilities decide whether
they're in or they're out or entities decide whet her
t hey participate in the M SO or not, so it's Kkind of
voluntary subm ssion to the market, so those are the
three on the mass-base side of things.

And then on the rate-base side, the
rate-base side of things is a little bit nmore
difficult for states that have the nucl ear because
under the proposal anyway, you could -- you are
l[imted to what you can credit in terms of nuclear.
You can credit up to 6 percent at risk nuclear, and
so you couldn't have nuclear credits beyond that
amount, which | think makes rate base a little bit
| ess attractive if you are trying to support
exi sting nuclear plants, which I know a | ot of your

st akehol ders and you are in this state, but on a
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rate-base side you take the rate that EPA gives you
You apply it to each source, and then you say if the
power plant generates at an em ssions rate higher
than the prescribed rate, they have to turn in the
credit in order to |lower their em ssions rate, and
if the power plant generates at | ower or better than
the em ssions rate that's prescribed, they would
earn credits and be issued credits that they could
sell to others.

You could then have an energy
efficiency and renewabl e energy conmponent where you
give credits, and also the 6 percent nuclear credit
where they can also feed in the credit energy
renewabl es to help plants that need the credit to
get to the prescribed rate, and that's kind of a
training mechanism or in that case just like in the
mass- base side, you could just say, entity, here's
your rate needed across all the plants that you own
and then they can figure it out. That again works
best in a perfectly-integrated context where the
pl ants are owned by the utilities and | ess useful in

a deregul ated context.
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That's just a quick run through of
rate versus the mass and some options. | probably
m ssed sone.

MR. MONAST: | think that was a good summary.
heard as part of your question whether other states
are considering as conpliance strategies. | mean, |
think I can't speak for the states that | work with,
but my sense is that they are a |long way from
deci di ng what the conpliance strategies m ght | ook
like. They're really trying to focus on what does
t he proposal mean for their states and trying to get
f eedback from the stakehol ders.

| think the period between the end of
the comment period and the final is the period where
ot her states | believe are going to start focusing
on what the different strategies are going to | ook
like.

CHAI RMAN SCOTT: You have got compliance
strategies, because we heard earlier on in our
policy sessions you don't have to follow what the
bui | di ng bl ocks set out or allowed to do it. So a

state could say, yes, we are suppose to get
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6 percent or 6 percent fromefficiency in our coal
plant. W don't want to do that. W want to ranp
up gas more. We want to do nore in terns of energy
efficiency with the |ocal.

So a state can make those options by
t henmsel ves or states could do -- when we start
tal king about nmulti-state to state could do things
t hat have a piece of multi-state action, not
necessarily an entire multi-state programthat
covers all reductions. You could do trading on
renewabl es, for exanple, or you could do trading on
just a piece of it.

MR. LITZ: | f you choose a rate-based approach or
mass- based approach, you wouldn't be trading
efficiency, or if you want a rate-base approach, you
could -- it seems alnmost a given that you would --
since some of the renewables come from out of state
t hat you would all ow renewable credits to be
transformed into 111(d) credits for renewables, but,
yes, there's lots of different ways you could do it.

| would say -- and this has been

menti oned by numerous speakers already today and |
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think in the prior sessions as well -- the benefit
of market-based approach is you aren't picking

wi nners and | osers. You are trying to say, all
right, here's the approach and we are going to |et
i ndustry decide where they can get the cheapest
reduction, and that's alnmost by definition the

| owest cost option, and you can through anal ysis,

and Jonas mentioned nodeling. Through nodeling

anal ysis, you could get a sense of what that's going

to do for you.

I f you took a capital trade approach,

for example, you could buy into the electricity

system and say what does the model project, how nuch

renewable will we see and how much gas, and you can

also |l ook at things like is it protective of

exi sting coal plants, you know, do we see retirement

or do we not see retirement, do we see a decrease

utilization, do we use coal plants less, and so you

can get a sense of all of that while you are doing

your planning and thinking about your options.

CHAlI RMAN SCOTT: And so in some of the states

in

t hat you are working with, also, Jonas, |I'm assum ng
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you are getting a variety. As you said, people are
now starting to figure out what it means for them
but you have got -- not just you, but you have big
mul ti-state conpanies as well.
Are you getting any sense as to where

t he companies are tal king about this issue other
t han, you know, we're taking on the rule in ternms of
any kind of conpliance options? Do you get any
sense of that?

MR. MONAST: |'ve read the tea | eaves, but not
of ficial proclamations. At the event that Franz
menti oned that we had sat down in Atlanta in
September, TVA, Southern and Duke Energy were the
big regional drivers, the sense from each of them
seemto be if we are going to have to do this, we
woul d prefer to do it across our broad service
territory rather than on a state-by-state approach,
but, as far as taking a position on rate base versus
mass base, | haven't heard them do that yet.

CHAI RMAN SCOTT: So there's a couple of other
t hi ngs. | appreciate your |list of options that I

wanted to get into. So a state could or a group of
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states could just set a price on carbon as well and
try to deal with it that way, right?

MR. LITZ: Yes. There was a proposal that was
jointly devel oped by the Bradley Group, which is a
wel | - known economi cs firmin Cambridge, | think, and
the Great River Energy, which is one of the | arger
coops, and they operate in North Dakota and
M nnesota. They were | ooking at ways how you could
i mpl ement 111(d) by putting a price on carbon that
woul d essentially be added to the generator's bid
into the independent system operator, and so the
state would set the carbon charge or a group of
states would test the carbon charge and then they
woul d devel op a mechani sm that woul d move t hat
carbon charge up and down depending on whether it
was getting the results that were desired, so that's
one option.

There are some chall enges with that
and you could hear it in the inmplementation that
| " ve descri bed. You need to get the states to come
together to initially cut the carbon charge. You

need to have legislators in all of those states to

101



10

11

12

13

14

15

16

17

18

19

20

21

22

ki nd of enpower the people who would make t hat
choice and then they would have to agree to the
mechani sm t hat woul d nove up and down.

In contrast, if you have a mass-based
approach in all those different states, each state
could have its own budget and all owance system | t
could stand on its own as a matter of |law.  The
| egi slature could allow it to happen or direct the
environmental agency to do it, and then the price
woul d be a function of supply and demand. It woul d
be set by the market and not by the state and it
woul d have the same inmpact in the | SO.

So those all owance prices you may hear
more about fromthe two gentlemen who are here from
M SO and PJM because they know this stuff very, very
wel | .

CHAI RMAN SCOTT: They |l ook like they're junping
at it.
MR. LITZ: l'"'mreally | ooking forward to Paul and
Bri an.
So what happens there is that an

all owance price gets added to the bids of each
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generator and functions in a simlar way in that it
affects the dispatch of the units, because the
carbon charge -- because the dispatch is based on
the cost of all the operating costs put together for
each unit and then stacked on top of each other.

CHAI RMAN SCOTT: Comm ssi oner Maye, go ahead.

COMM SSI ONER MAYE: | just was curious that in
overall terms of general perspective, for exanple,
sometimes they're 96 percent coal and actually I
believe they're going to meet, you know, these
requi rements and they're going to be in compliance,
which is great, and then there are other states,
which is 90 percent control, who is totally pushing
back because we're not going to meet it.

Have you all heard where any maj or
states are pushing back and maybe feel |ike they
can't nmeet this or anything |like that?

MR. LITZ: There are a | ot of states that are
pushi ng back for one reason or another thinking that
t hey have either too stringent of a target, or the
time line is too tight, or even that the EPA is

m sreading its authority in the way they're
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structuring it in the first place.

| think that part of it -- | don't
want to place a value judgment on any of that, but I
think some of it is based on some m sinformation
t hat was created by the way the EPA rolled the
proposal out.

So if you conmpare the state target
based on a static 2012 nunber and you just sinmply
| ook at what the requirement is suppose to be in
2030, that's where you get the 30 percent reduction,
the 40 percent reduction at the state |evel.

If you take that nunber a step further
and you figure out howis the electricity sector
going to change between 2012 and 2025 and conmpare
that to your stated target, then the number for the
nmost states is much, nmuch smaller.

So | think some of the opposition is
perfectly legitimte. | think the timng for the
requi rement of the 2020 issue | think is very
legitimate to take on, but part of it the states
need more information in order to really hone in on

the parts that they push back on. | think some of
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the big numbers, the 30 to 40 percent numbers,
comparing apples to oranges, distracts fromthe rea
i ssue what one needs to do.

CHAI RMAN SCOTT: Let me anplify that a little
bit. \When you say that the way that the power
i ndustry is already headed in the state, you are
tal king about retirements that are planned or that
may be planned, or renewable prograns that are up
and running, or energy efficiency prograns that are
al ready on the books that are anticipated to be
wor ki ng during that time period? 1Is that the kind
of thing that you are --

MR. MONAST: Absolutely. Thank you for
clarifying. Just to use Georgia as a good exanpl e,
when the Vogtle (sic) reactors go on-line and when
the -- just this year the BSC approved an additional
750 megawatts of solar to go on-line -- when all of
that comes on-line, then the electricity sector of
Georgia will look very, very different than it did
in 2012.

So if you are focusing on the 2012

number that the EPA used, it does need adjusting.
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| f you focus on the number the em ssions profile on
Georgia, especially fromthe existing, after those
changes take place, it |ooks different than if you
were just paying attention to the 2012 nunbers
bef ore those changes took pl ace.

CHAI RMAN SCOTT: Let me ask somet hing as a
foll ow-up on what you say now, because as individual
states |l ook at this and how the impact is going to
be on their own particular state, say you have got a
state |li ke Georgia that | ooks at what you just said
and what Kentucky has done, or if even West
Virginia's white paper, given the trends that are
happening in states, that can be met fairly easily,
woul d a state -- would there still be a reason in
those instances for a state to ook at multi-state
solutions or something different even if it |ooks
li ke, yes, we can probably hit those numbers?

That's for either of you or both of

you. Would it still makes sense to | ook at
mul ti-state options?

MR. LITZ: Well, the econom sts are going to be

up here. It would be great to hear the answer to
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t hat questi on. | will |eave that question to them

People like to talk about w nners and
losers in a multi-state -- in a nulti-state context.
It m ght not be the right question who's the wi nner
and who's the | oser, because if you are the state
t hat ends up buying nore credits or buying nore
al | owances, you've just gotten the cheaper way to
comply than you would have had if you weren't
connected to the other state, but if you are the
state that ends up selling the allowances, you know,
you may actually -- those all owances may cost nore
than they would if you were just alone, but you
woul d have given up the opportunity to sel
al |l owances and i npl ement them

So you can think of the multi-state
trading in the same way you think of multi-state
electricity trading. It's a market, and some people
are going to be sellers and sonme people are going to
buyers. The overall cost is going to be | ower.
That's what the economcs tell you.

Supposedly everybody will be better

off, but that's not the economcs of it, and then |
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t hi nk people are going to have to | ook on a
state-by-state basis at the way other things play
out, like what does it do to my coal plant? What
does it do to my renewable plant? Does it mean |
need new transm ssion, that sort of thing.

COMM SSI ONER Mc CABE: Don't you have to | ook at
it over time? MWhat's true in the shorter time may
not be true in the |onger tine.

MR. LI TZ: Yes, that's really a good point. | f
you choose to go it alone as a state and you design
a programthat's not |inkable to another state, you
sort of box yourself in based on the current
snapshot that you see, but we know it's a dynamc
situation. The market is changing on its own. You
may | ater think you would have been better off being
part of a |arger market.

The other thing I just want to add,
and this goes to Comm ssioner Maye's coment, what
we can say about the NODA, and | didn't say this,
but the supplenental release is the state targets
are going to change | think we can say. Bef ore that

there were some people who said EPA is going to
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change a lot fromthe draft to the final and others
said | don't think they are going to change it very
much, but the way | | ook at the NODA and they're
taking comments on a | ot of possible changes to the
state goals and so the states that are currently
sitting with what may be perceived as easy goals to
me may have tougher goals in the final, and the
states that are feeling |like they got punished or
really picked on mght feel a little bit better with
t heir changes.

So if you see a just |evel of the
pl aying field, then the start for you is to see |less
stark differences across states and that would
probably encourage nulti-state cooperation.

CHAI RMAN SCOTT: Let me just hit one final point
in five mnutes, then you have got to | eave, and
again thank you very nmuch for being here. This is
enlightening us and hel ping us sort through the
different options.

Jonas, you mentioned that, and, Franz,
| believe you did too, working with states that are

| ooking at nmulti-state options, then for me the
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guesti on becones am | better going alone or am
better multi-state in terms of cost and reliability
i ssues and things |ike that.

Have we seen sonme studies that have
come out to what we are seeing nationally | ooking at
them? Directionally, | realize that you don't have
all the data and all the things you need to do, but
directionally are there sone | essons that | can
al ready | ook at that way? | know there's some
directional issues on whether states are better off
in nmulti-state versus an individual state. I
realize it may be different for every --

MR. MONAST: That's a really hard question to
answer, especially at this point. | think in a few
mont hs, when there are a number of different
organi zations that are releasing modeling results
using different tools, there will be different
answers kind of |ooking to different commonalities.
It may be easier to answer at that point.

Ri ght now | think one of the
commonal ities is that we already have an electric

sector that where electrons fl ow across borders and
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so it's not really -- the question is is there going
to be interaction anmong states. The question is
how? And is it going to be deliberate from policy
mechani sns or are we just going to let actions in
one state affect the price of electricity through
di spatch choices in another state?
| think that, you know, | don't want

to offer an opinion about what the econom c nodeling
iIs going to be, because when those numbers start
com ng out, people are going to focus on the
numbers. We want to make sure we have it right
before we start signaling what's on the nodeling.

CHAI RMAN SCOTT: Sure. A lot of it will depend
on the assunmptions on nmodeling. Are you applying
just conpliance the way the building blocks are or
are you doing it getting individual information from
each state as to what direction?

MR. MONAST: | heard Paul from PJM make the point
a while ago before the proposal came out that if
each state is doing something different, that makes
it very conplicated to make dispatch decisions

across a broader service territory.
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If the goal is |least cost -- and,
Paul , correct me if |I'm m scharacterizing what you
are sayi ng. If the goal is |east cost, then having
a vul cani zed approach where each state i s doing
something different, then that could be
counterproductive in doing | east cost management.

CHAI RMAN SCOTT: Franz, did you want to add to
t hat ?

MR. LITZ: Yes. That raises a point and that is
we tend to think, well, we could go it al one, and
would it be better if we didn't or if we went
together with others. There's also the question of
if we go it alone and everybody el se goes it al one,
what kind of a nmess do we have or, you know, stated
mor e objectively, what does the situation | ook |Iike?
It could be messy and it m ght be just fine, but
there m ght be a cost of going it alone that when
you | ook at the results of that analysis, you m ght
say, well, that's not pal pable. | can't. That's
something |I don't want us to do. | really want to
get those other players at the table with me and to

agree to a common approach.
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CHAI RMAN SCOTT: Comm ssi oner Col gan.
COVMM SSI ONER COLGAN: This issue of nodeling,
there's all kinds of -- seenms like lots of different

groups doing nodeling and it seenms inmportant that
some sort of assunption that you use, should the
model i ng be the same or maybe even using the same
sof t ware approach and so you can conme out with
results that would be conmparable, one result
comparable to the others.

|s there communi cation going on at
that |evel or is there just everybody picking their
way or going about it and com ng up with their
outcomes?

MR. MONAST: That's a great question and a great
poi nt . So |''m not a nodeler. l'ma | awyer, but nmy
coll eges are actually doing the modeling and they're
in touch with a nunmber of other people asking
sim | ar questions using different modeling tools.
We shoul d assume that before the final rule comes
out there are going to be a |ot of organizations
that are putting out nunbers based on nodeling.

What is going to be really inmportant
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there is the transparencies, understandi ng what the
assunmptions are, because we will each make different
assunptions.

We at Duke, because we are doing this
wi t hout a consulting firm we will be fully
transparent with the assunptions that we are making.
We'l|l test that. Ot her organi zation's range of
transparency will differ. | think that's important.

You are asking exactly the core
guestions. Once these numbers start com ng out how
do we conpare themto another? And | think this is
such a conmpl ex questi on. How do you nodel
electricity sectors at the state | evel, thinking
when all these different policy |evers that states
may choose to pull or not.

| think this first round of modeling wil
be com ng out in the next few months and at that
poi nt you all can start asking compon questions.
MR. LITZ: The thing | would say there is it
doesn't relate. You are absolutely right.
The M-Tier Group (sic) at Great Pl aines

we're partnering with the Bipartisan Policy Center,
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and the Bipartisan Policy Center had some model i ng
using IPM the Integrated Planning Model, that the
states will then | ook at and presumably say | agree
with this assunption or | don't agree with that,
then wait to even get nore confidence in a nodeling
analysis |ike that would be to expose it to as many
eyes as possible, and you have your utilities | ook
at it. You have your generators |look at it. Peopl e
who are experts they start to poking at it and they
eventually get to a confort |evel where you have
anal ysis that's been tugged at and criticized and
you will know its weaknesses, and no one else is
going to tell you all the answers.

We don't know. We can't predict
the future, but you'll kind of get a sense of where
if you -- for exanple, if natural gas prices are
hi gher, then we could expect the future to | ook
differently this way, or if energy efficiency
doesn't turn out to be as available as we think it
is, you see a different future.

So you are right on. Model i ng

anal yses there will be a |lot of them The states |
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think are going to have to have at |east one set of
analysis that they really put through the ringers
and that they can feel good about even when they
make their decision about which way to go.

CHAI RMAN SCOTT: Thank you very nuch. We really
appreciate it. A |l ot of great information. Thanks
for traveling to be with us.

We are going to take a break until
quarter after, then we will come back and listen to
the RTOs. Thank you.

(Wher eupon, a break was
t aken.)

Ready to get started in just a moment.
| f you could find your seats, we are going to get
started. We are going to get started again, so take
your seats.

COMM SSI ONER MAYE: Have your conversation
outside so we can get started. Guys, we are going
to get started. Pl ease step outside with your
conversations. Step outside so we can get started,
pl ease.

CHAI RMAN SCOTT: Thank you very nmuch. W, want to
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give the folks from RTO as much time as we can and
still get everybody out of here on time.

| do want to mention because
Comm ssioner Colgan's on the state plane, he's going
to have to | eave at about a quarter to five, so we
want to give him an opportunity to hear as much as
possi bl e as wel l.

So our | ast session here, now given
all that we have heard, both in the first two
sessions, then fromthe | egislators today, and then
al so fromour clean air experts, let's talk about
the RTOs. We have heard a | ot about TROs and | SOs
and how the power gets dispatched, and | think we
want to have a discussion with Dr. Paul Sotkiew cz
and Brian RybariKk.

So Dr. Sotkiewi cz works for PJM and
has been in front of us on many occasi ons and we
really appreciate he and Brian, who's the regional
director of Government and Regul atory Affairs for
the M d-Continent and | ndependent Transm ssion
System Operator, or M SO.

So what we want to do is allow them
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each to take maybe five m nutes both in terns of
tal ki ng about this issue generally, and/or reacting
to things that they m ght have heard today, and then
we'll get into nore of a discussion about sone of
the issues that we have heard.
So, Paul or Brian, whoever is going.
Brian, you are going to go first.
MR. RYBARI K: We row sham bowed for it.
PRESENTATI ON
BY
MR. RYBARI K:
Good afternoon. Thank you for the
opportunity to be here, M. Chairmn and
Comm ssi oners. Even though I'm from W sconsi n,
will give you two reasons why | |ove being in
I11inois. One is that you have a state agency naned
after a beer, the IPA, and, two, and you actually
have a little bit of a close of a connection. I
heard all the discussion earlier today about the
nucl ear plants here in Illinois.
My father was actually an engi neer for

General Electric, and so | come froma true nucl ear
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famly. He installed reactors was his job, so |
have |ived throughout Illinois on installations, and
while | know a | ot of you have done tours of them I
doubt if many of you have done themin strollers, as
| have.

COWMM SSI ONER COLGAN: We know the | ove you have
for the Chicago Bears.

MR. RYBARI K: Naughty.

(Laughter.)

Well, we are here to talk about some
of the advantages and di sadvantages of regional
conpliance strategies with the clean power plant,
and this really is a critical dialogue, and | want
to thank the I1CC, and particularly the I CC staff for
putting this forum together, another step in the
great discussion here.

Li ke Franz, I'"'ma | awer by educati on,
and even a little bit by practice. So given this, |
think I"mobliged to start with a disclainmer or two
and reserve my right to identify more as we go al ong
in this discussion.

First, M SO doesn't have a position on
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whet her it's a good or bad policy to reduce CO2. W
are very focused on fulfilling our m ssion of
bringing value to customers and insuring
reliability. Put anot her way, we | ook at this
proposal and we ask are there ways we can work with
our states, our stakehol ders, and, indeed, our

nei ghbors to i nplement whether the final rule is in
a |l east cost reliable way.

Now di scl ai mer number two is we have
to remember we are at the very early stages of this
j our ney. | am going to share some of our initial
analysis. We have done some modeling, and then
think we will get into some discussion of reactions
and things we have heard on discussion earlier
t oday, but | think we need to | ook at this through
at this point a telescope rather than a m croscope
and recognize that there's a |l ot of discussion to
cone.

Wth those disclaimers noted, let's
talk a little bit about MSO s initial analysis. W
performed this using the electric generation

expansi on analysis system or EGEAS, which is a
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sof tware program that eval uates generation expansion
under certain parameters and inputs.

| know that the ICC is actually in the
process of obtaining this nodel. Some of your staff
members are down in Carl, Indiana, right now getting
some training on that.

We use this tool to get us some
initial reactions and observati ons about the rule.
Sonme of them are very relevant to this regional or
non-regional discussion, but | want to share three
of themw th you, and then we'll get into some nore
di scussion with the regional sol utions.

Observati on Number one, and it was
brought up earlier today, is this 2020 to 29 interim
averaging issue creates potential reliability
concerns in the 2020 time frame. That's what our
anal ysi s has shown us.

And while the rule appears well
intentioned to provide flexibility, the fact of the
matter is the math of averages requires much of the
conpliance to be 2020. As nmuch as 80 percent is

what we are seeing. And given the fact that you may
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have to actually build new generations to meet that
rule, if you do retire coal generation, it's just
too proximate in time for careful planning and good
deci si on- maki ng.
And while the Notice of Data

Avail ability that Franz tal ked about does provide a
little bit of guidance on this, and maybe a little
bit of hope that some changes will be made to this,
given the inportance of this, M SO will be
commenting on this, and we plan to coment on
Decenmber 1st. We actually just released our outline
of our comments earlier today, so they are on our
website for review ng.

A |l ot of people refer to this as a cliff.
| am a skier. | think of it as we're standing on a
doubl e bl ack di anond, and what we really need to get
to is probably a green slope or even maybe the bunny
sl ope at this point. That's our first observation.

Our second observation is that

compliance strategi es outside of the four building
bl ocks, sonmething we are very cleverly calling

"t hi nking outside the blocks" provides econom c
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benefits, and specifically the two that we see as
bei ng nost valuable are retiring coal.

Our analysis shows that one of the
| east cost opportunities is to retire up to
14 more gigawatts of coal beyond what the maxi num
clients would do from a standpoint of resource
adequacy that's obviously a little concerning as we
| ook into the future.

The other is building combined cycle
gas, and this is something that is in our
observation is a confluence between the 111(b) rule
and the 111(d) rule, as far as what counts in your
111(d) portfolio if you build it under the 111(b)
rule. Thanks to Congress for making those two sound
so much alike so we can even be more confused by all
t his.

Finally, the third observation | want
to share, and this one really does get to the heart
of today's discussion, is that regional solutions to
this policy have econom c benefits for custonmers.

We analyze the EPA's buil ding blocks

| ooking at the M SO footprint in all of our
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15 states, and then also |ooked at it froma
perspective of the |ocal resource zone of which we
have nine, so it's not an exact state replication
but it is attenpting to sort of get it down to a
more granule level, and every time we conmpared those
two cases, the regional solution was always | ess
expensive, and in some cases significant, so up to
40 percent | ess expensive on a regional basis which
translates to $3 billion of savings per year.

Cost is one thing. Operations and
reliability are another, and that is really our
mantra is reliability. While operation costs were
not specifically analyzed with the GS nodel, that's
not what that tool does for us.

Our experience shows that broader
geographic footprint provide operational benefits,
and the example | always think of is in 2006 M SO s
footprint had about 1,000 megawatts of w nd energy
on it. Today it has about 14,000 megawatts of wi nd
energy on it.

Whil e we made some mar ket enhancements

to allow that, it really is the geographic scope of
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M SO that has allowed that to occur and the
diversity that we see on the footprint that's

al l owed that to occur. So a regional approach to
the CO2 mtigation probably brings that same
operational benefit as well as the econom c benefit
| have just discussed.

Wth that said, that doesn't mean that
regi onal solutions are easy to inmplenment. They are
a result of a lot of coordination, a |ot of
| earning, |ike what we are doing here today, a | ot
of dial ogue and a | ot of hard worKk.

| had the privilege of serving nmy now
home State of Wsconsin as staff at the PACW as the
mul ti-state discussions went forward about the WP
projects and the cost allocation associated with
t hose, and | saw first hand how conplicated that
di scussion could be when we are just talking about
the multiple RPS policies throughout the M SO
f oot pri nt.

This problemis -- | was going to say
arguably, but it's more complex than that issue, but

our initial analysis, as | just pointed out,
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provi des about three billion reasons for us to have
t hese di scussions on a very regul ar basis and
continue this dial ogue.
| think experience shows that hard
wor k and maybe a few airline mles and hotel nights
by a | ot of people in this room can bring those
benefits to custoners, so | |look forward to getting
into more specifics of what that m ght | ook Iike
from an RTO perspective.
| just wanted to share some of our
initial analysis and also |ook forward to conti nuing
this dialogue as we get nore specifics fromthe EPA
as apparently we did just today.
So I'"ll turn it over to Paul and let's
engage in some nmore discussion.
CHAI RMAN SCOTT: Thank you.
Paul .
PRESENTATI ON
BY
DR. SOTKI EW CZ:
Thank you, Chairman Scott for the kind

invitation to conme back. My apol ogies for nmy voice.
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Those of you who do know me, | am a University of
Fl orida graduate and | didn't lose it before the
Georgia game | ast weekend, so | apol ogize for that,
and also with a Polish last name, it's nice to be
back i n Chicago. My dad grew up about two hours
east of here in South Bend just short right on the
Sout h Shore.

| want to actually start off with the
gquestion that came up with members of the
| egi slature that were in the roomtoday. What is an
RTO? A regional transm ssion organization is what
it is, but really what is an RTO and what does an
RTO actually do?

What an RTO does is it operates the
bul k power transm ssion system for its passive
owners, so traditionally utilities you will hear the
Amerens of the world, the ComkEd's of the world, as
t hey have been, you know, in some cases swall owed by
ot her conpani es now enconpass part of Exelon own the
transm ssion system but they don't operate the
system That's up to the RTOs to do it, and the

reason is the TROs don't have any conmmerci al
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interest in the markets. None of our management,
our board, or our enployees have any financi al
interest in any of our market participants. I n
fact, we are forbidden by FERC rules to have any
financial interest.

| f you think of the RTO, the TRO is
sort of like a common carrier. I f you go back to
the old telecom days, you all remember tel ecom
deregul ation and all that. W are the comon
carrier, the transm ssion system and the providers
for the different services.

So what an RTO is we are facilitators
of markets and we also are the party responsi ble for
insuring the liability, the bulk power system
whether it's PIMwithin our footprint, which is all
or parts of 13 states in the Md-Atlantic and out
here in the M dwest and all the way down to the
banks of North Carolina to M SO, which has an even
| ar ger geographic footprint as PIJM

As the market operator without any
financial interest, we don't have a dog in the hunt

with respect to the size of the facilities. They
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could be big or small. The age of the facilities,

it could be brand new or a hundred years old. They
could run on coal, nuclear, natural gas. It could

be perfect units running on chicken litter and God

knows what el se.

We have no interest in any of that.
We are resource technol ogy-fuel -si ze-age neutral,
subject to reliability, which, as Brian said, is
really our key focus. So as we cone into this
| ooking at the CO2 rule that's been proposed agai n,
much |ike M SO, we don't have a position on the
wi sdom of the rule. We are not environment al
experts. We are not environnmental |egislators, but
our job is to operate the systemreliably, nunber
one, and, number two, to make sure that the market
outcomes are as cost efficient and | east cost as
humanly possi bl e.

So hearing comments fromthe AG s
office, I just want to send a big old fruit basket,
and | can't send it literally, but figuratively,, to
the AG s office, you know, for embracing market

mechani sms, because | think what RTOs show -- RTOs
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t hrough their scope and scale, because we are
aggregating all the old utilities up together and
operating them effectively as one, we are exploring
t he economy of geographic scope and just | arge scale
to bring | ower cost outcones in just day-to-day

di spatch, daily comm tment of units, transm ssion

pl anni ng, and resource adequacy, and that regional
solution in PJM at | east brings what we estimate to
be about $2.2 billion in savings each year.

That equates to giving the number of
gi gawatt hours that flow through our market more or
| ess $3 megawatt hours, or just under 10 percent of
t he whol esale price, energy price. That doesn't
include all other stuff, but it's not an
i nsignificant amount of money.

If you would translate that to a
househol d, all that would pass through. Say they
consume a thousand megawatts a nonth, $3 tines
12, that's $36. Hey, that's not too bad.

So we have all these econom es of
scope, you know, and regional solution also cover up

a multitude of reliability sins that may exist if
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you were operating all of these utilities
separately.

So you think about operating just
ConEd al one versus operating our neighbors in East
Kentucky Power Cooperative, Anmerican Electric Power
and their operating company separately, individually
it could cost them nore to insure resource adequacy
or transm ssion reliability than acting in
aggregate. There are gains fromtrade to be had
because some systens are |ong on resources. Sonme
are short on resources and everybody benefits.

Those who are short get | ower cost
resources, because they can buy themin the
mar ket pl ace. Those systens that are | ong can sell
resources, and if they are in a regul ated
environment, they can rebate that back to their
customers. Ei t her way everybody benefits fromthat
regi onal cooperation

| think with respect to that then if
we are thinking about regional solutions, it only
makes sense to think about regional solutions and

t he environmental problems we face.
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If we ook at it historically, the
sul fur dioxide program was a broad regi onal program
The Knox Budget Program the Clean Air Interstate
Board were all broad regional programs, and, in
fact, exceeded the regional scope of any dispatch
entity at the time, whether it be M SO or PIJM and
t hose are seen as success stories.

And, again, I'"'mgoing to throw kudos
out to the Attorney General's office for recognizing
t he success of those progranms in the past, but we
are concerned about reliability, and we have had
programs in the past, such as Mercury Toxic
Sequence, and the RTO, MSO, PJM, New York, Guidison,
Wavel and, Texas, California, got together got a
bunch of units that needed to retire fromtheir
compliance obligations, but we don't have sufficient
time to get reliability solution transm ssion in
pl ace. We need a met hodol ogy by which we can extend
those units so that we can actually allow themto
comply with the rule in a reliable fashion

EPA heard us. W got it into the

final rule. It's an insurance policy. It doesn't
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mean that units are going to be running out of
compliance for years and years and years, and, in
fact, | know of no units that have applied for a
fifth year beyond the original fourth year that was
al ready envisioned in the Clean Air Act Amendment.

So | think that's a victory up for
reliability, but it's also a victory for the way the
EPA i mpl ement that particular rule, but froma
reliability standpoint, we are also arguing it's
time for reliability safety, and PJM has been
working with M SO and other RTOs to get something
simlar in place, but the proposed rule here is a
little bit different.

So some of the reliability issues that
we face in mass we don't necessarily face here
because there's not a cliff, per se, where everybody
must conform It's not an em ssion rate |ike mass
wher e whet her you run one error or 8760, you have to
meet the standard. There's a lot nmore flexibility
and wiggle roomat least in theory with this.

So really one big concern we have at

PJM i s what happens in terns of state-by-state
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conponents and how does that affect now daily
comm tment in dispatch of units, because we have
heard some of the states in our footprint, and I'm
sure will come up, if it wasn't going to come up
already, is some states say no way, no how are we
going to put a price on em ssions, never going to
happen. That's fine. States could choose to do
t hat . The state inplementing authority, the state
EPA's have the right to actually run time Ilimt on
fossil units. That's great. They can do that, but
how does that -- but what does that do for us as a
system oper at or.

| had no price by which to dispatch
t hat unit on. How do | price that one-tinme
restriction in unless | have things in place. All
t he other programs that | mentioned, the SOT
training program the Knox Budget rule, had a price
on em sSions.

Al'l of our markets, all the RTO
mar kets i ncorporate those automatically as if it
were a fuel cost. W can dispatch units based on a

combi nati on of fuel costs and environnent al
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attributes to still get that |east cost dispatch
Certain implementation reginmes, quite frankly, would
make that very difficult for us to do.

So with that, | will conclude ny
comments there and open up to questions, and, again,
t hank you for the invitation to talk to you today.

CHAI RMAN SCOTT: Thank you. Let me just start
with you and then with Paul.

So the issue there would be, if |
understand you right, a bunch of states are going it
al one and eight different states in your footprint
or in yours, Brian, have decided that they're going
to conply with the rule by just Ilimting the amount
of hours that coal-fired generation could run and
for you then that creates an operational nightmare
of how to be able to dispatch enough power at the
times that you need it.

s that a fair way to summarize that?

DR. SOTKIEW CZ: That's a fair way to summri ze
it, and then the question is if we dispatch those
units and then run out of hours, then what do | do?

Oops.
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We actually have to have a way to
all ocate that, and all it would really take is one
state to do that. So we have 13 jurisdictions, plus
the District of Columbia. There are really only
12 that are affected by the rule. The District of
Col umbia is not included in the rule, and we have
generation resources in the State of Tennessee.

So really we are | ooking at 12 different
jurisdictions.

Let's say a large jurisdiction -- |
won't name any states to protect the innocent and
the guilty here -- just decides to run tinme
restriction on units. That could potentially affect
hundreds of units that we are dealing wth. How do
we manage that?

Now we do have voluntary ways to
manage that within tariffs approved by FERC, but
t hat doesn't mean they have to do that. W would
actually have to go to FERC and ask for a change to
actually require such a methodol ogy be used by any
unit that is time restricted, whether it's nore tinme

restricted for Section 111(d) greenhouse gas
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compliance or sinply as a part of their Title 5 air
permt for nitrogen oxide em ssions or carbon
monoxi de em ssions, as many CTs are across the
county. It can create a price for us to help
di spatch those units, but, again, it creates a very
unit-specific price for em ssions as opposed to
something that's nmuch nmore transferable than what
we've heard in the earlier discussions.
MR. RYBARI K: | was just going to add on top of

t hat when |I | ook at M SO s footprint, we have
15 states, 17 jurisdictions. The City of New
Orleans is a separate jurisdiction, and we also have
Mani t oba, but the other conplicating factors there
is if all of our states go alone, | think of how
that sort of intersects with policies we already
have where we have RPS policies in almst all of our
states and wind |ocated in certain parts of our
footprint that is then transmtted to other parts of
our footprint.

|f you have state-by-state restriction
on when you can run to fossil generation now and you

have wi nd com ng through in one place, right now we
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are able to maxim ze the value of all this by
| ooki ng at that broad geographic footprint.

If for certain units we have to sort
of isolate them | think we really |lose the big
val ue that we brought in incorporating all of these
RPS policies, then you start wondering, well, are
t hose RPS policies going to be possible any nmore to
meet with the wi nd generation we put on the system
So it creates a big norass if you start | ooking at
it froman individual state-by-state basis.

Is it possible? | think we could
probably figure out someways to do that. It's just
not going to be optiml.

DR. SOTKI EW CZ: If I could go ahead and add to
t hat .

CHAI RMAN SCOTT: Go ahead.

DR. SOTKI EW CZ: We are not trying to force
regi onal conpliance on anybody. The states actually
have the power to do as they wi sh under the Clean
Air Act as part of the Cooperative Federal Agency.
Every state could do something slightly different,

but there are varying shades of white to black and
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gray in the mddle on how that can be done and how
those are going to affect dispatch operations.

In the most ideal of worlds it m ght
| ook something like this in your training program
where everybody faces the same price for em ssions,
sul fur dioxide, Knox Budget Program Going further
down, you may have smaller regions that break off
and have a common price while the rest of the states
each have their own individual price.

Can we still dispatch the systen?

Absol utely, we can. Can we manage reliability?

Absol utely, we can. WIIl it cost nore? Yes, it
will cost nore, because it will no | onger be as
cost-effective. WIIl it result in things that we

hadn't expected before? Quite possible it could
change di spatch on the system It may bring to our
attention NERC reliability criteria violations that
woul d require new transm ssion buil d-outs.

So can we manage this? Yes, but it's
al so going to be potentially much nmore expensive al
the way down to sinply to not putting a price on

em ssions and just having these one-tinme
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restrictions would be the other opposite extreme of
t hat .

And so, you know, to the extent that
there's a concern where states think they cannot
necessarily get together to do a regional program
we can manage that on a state-by-state basis with
separate state prices. It's just going to erode the
efficiency, as Brian alluded to, the RTOs already
brought .

CHAI RMAN SCOTT: Comm ssi oner McCabe.

COMM SSI ONER Mc CABE: Both RTOs are doing
model i ng. Is it safe to say, given both your
argunments in the rul emaking process, this is just
the first round of nultiple rounds of nmodeling?

DR. SOTKI EW CZ: Yes. We are still in the
process of working through a | ot of things. We are
actually using a production cost sinmulation dispatch
mode from Ventex, which is owned by ABD, and not
that |'m endorsing it necessarily, that is just who
our vendor happens to be, and that is a nodel that
will run fromall 8760 hours in a year where we are

runni ng weekly unit comm tment on hourly dispatch on
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a representation of the transm ssion systemas it
exi st today.

So, generally speaking, we have
actually made some assunptions to try to cut down
the computation tines. Nor mal runs take about 24
hours for a one-year run. W have actually cut that
down to six, seven, eight hours, because we are not
model ing the PIJM systemwith the M SO system
attached to it, or with New York I1SO to our north,
or the Duke system to our south. W are just
modeling the PIMin insolation to cut down on

computation times so that we can run nore scenari os

on this.

What we expect to see out of this is
we will obviously get an inpact on prices. We'l|
see an inpact on revenues from generators. Based on
the program we'll see em ssions profile, a price on

CO2 em ssions, and those types of things. But
because of the conplexity, and I know EGEAS -- and
"1l et Brian address this in a little nore

detail -- is a systemthat is |less computational and

burdensome and shows a different set than Pronon

141



10

11

12

13

14

15

16

17

18

19

20

21

22

does.

MR. RYBARIK: And for the reasons that Paul just
tal ked about Promon, that's why we initially started
with the EGEAS nodels. W wanted to provide
informati on for people to make comments on the rule
and give at |east sonme initial analysis, and, of
course, the comment deadline got extended in the
m ddl e of our analysis, so that maybe in hindsight
wasn't the best option, but it actually does give us
some very good information though, but it does have
its limtations, and that is it's not really | ooking
at a production cost nodel. It's | ooking at just
what it actually costs in a transm ssion-free world
to put fuel into the system and expand capacity, so
we are getting an actual cost of capacity price, but
we are not getting anything that would reflect
transm ssi on congestion or transm ssion upgrades
t hat woul d be needed to actually fulfill the
di spatch that we are seeing or gas pipeline
infrastructure.

So that's a | ong way of answering your

gquestion of, yes, this is a very initial take on
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this, and there has to be a |l ot nore nodeling and,
quite frankly, a lot of that is going to be reserved
until we get a lot nmore finality in what the rule is
and then we can actually |l ook at the specifics of
that rule, so there's a lot to be done.

CHAI RMAN SCOTT: Let me take you into an area,
because you just hit on it, Paul, when you are
tal ki ng about modeling with or without M SO attached
to PJM and that obviously is a very concern for us
since we are attached to both of you.

So in terms of working together and
how t hat wor ks out for our particular state, and |
know in REGGI E you are working with two other RTOs,
so you have got those kinds of issues, can you talk
to us just a little bit about that and how t hat
wor ks.

DR. SOTKI EW CZ: Let me kind of work backwards
from your question, M. Chairman. Wth respect to
REGGI E, right now Maryl and and Del aware are a part
of REGGI E. New Jersey once was a part of REGGI E.
Governor Christie withdrew from that cooperative

agreenment, and it hasn't caused any problenms just
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having two state in REGGI E and no other states in
REGGI E. There are prices for the REGG E states on
gener ation. It runs just fine. The other states
don't have it. It does affect dispatch slightly,
but the price is high enough to really see major
i mpacts on dispatch. Excuse ne. But, in theory, it
shoul dn't have some kind of inmpact on dispatch.

But in terms of working with the other
RTOs, it's created no other operational issues with
the other RTOs. W already did the same checkouts,
you know, interchange checkouts 20 m nutes before
the top of the hour that we do with the other RTOs,
and we have now i mpl emented New York for the
transaction scheduling, so we'll probably start
di scussions with M SO very soon with the exchange
optim zation

So, in that sense, you know, what we
are trying to do is get a snapshot of what we are
| ooki ng at and, for computational reasons, we have
had to do this, so it's not as if we are
di scrim nating agai nst M SC.

| could say the same thing about New
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Yor k. We have |left them off, too, but with respect
to Illinois' situation being a part of multiple
RTOs, Illinois is certainly not alone, but it's
probably the most notable in | eading the discussion
about regional conpliance.

In some sense Illinois stands at a
crossroad and actually can be a real policy center,
here because in some sense Illinois could choose to
go regional conpliance in both RTOs.

As | mentioned, this is actually
before the rule was initially announced, is that
Illinois can sinply say, all right, we can do
regi onal conpliance with our resources in PIM They
go with PIM Our resources are with M SO. They go

with M SO. You know, by the way, resources internal

to lllinois can all trade with one another. All of
a sudden Illinois has become the universa

transl at or between programs in both RTOs. It's done
very sinply in many ways, so it could be Illinois.

It could be Kentucky serving the same thing. I n

fact, Kentucky touches M SO, PJM not RTO affiliated

and TVA (phonetic).
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So, again, you could get that kind of
cooperation with one state that actually spans
mul tiple RTOs rather than it seens being a big issue
operationally as it is with power system operation,
it's actually al nost become an advantage spanning
the regional nature of the compliance program
potentially.

CHAI RMAN SCOTT: Brian, did you have a coment
from M SO s perspective?
MR. RYBARI K: Yes. | think there's two pieces

t here. One is the modeling side of it and not
dissimlar to what PIJMis doing. W nodel the M SO
footprint just because we had to get something done
ki nd of quick and dirty here at this point.

| think ultimtely we are going to
have to model this together, if not on a whole
eastern interconnection basis, we are going to have
to look at it that way.

| think that sort of segues nyself
into Paul's last point, which is the more you can
make any mar ket design you have for pricing C02 or

how you are going to make it, the more that is
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uniform the easier it is for everyone regardl ess of
whet her you are in multiple RTOs.

We have many states that are sim/ ar
to Kentucky that have two RTOs. M ssouri is the one
that came to mnd with two RTOs as well as multiple
non- RTO areas. The nmore you | ook at that and say
let's try to make this uniform so that trading take
pl ace across different platforms, it makes it
significantly easier, and | think then you get down
to just sort of normal operation issues, which we
have to work on as well, but this shouldn't affect
that if you get that sort of signal rate.

CHAI RMAN SCOTT: So operationally it's easier for
both of you, and theoretically from a cost
perspective it's better as well?

DR. SOTKI EW CZ: In theory, it should lead to
| ower cost overall, and especially with the

initiative that we are going to be undertaking with

M SO.

| mean, you know, we were actually the
first two RTOs to actually -- really serious is not
the right word -- but an extrenely detailed joint
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operating agreement, and through that joint
operating agreement the dispatch staffs from both
RTOs wor ked cl osely together on a daily basis -- an
hourly basis | would say -- to make sure that we
wer e managi ng fl ows between the two RTOs, and in
doing so in the nost efficient, reliable, and
cost-effective manner, and the interexchange

optim zation work that we are going to be starting
is going to try to really price that out so that
effectively rather than having a M SO price for PIJM
and a PIM price for M SO, effectively the price will
be spot right on top of one another, which would
effectively serve froma power systenm s perspective,
but you do have to worry about the |l aws of physics
and all that.

Look like into the environmental
rule, the option that | just laid out for a state
with nultiple RTOs where really that's actually much
earlier than what we have to worry about in
operations.

MR. RYBARI K:  Anot her thought just came to m nd

and, you know, maybe to expand even further beyond
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the RTOs is that, you know, | was just thinking we
have utilities that would really prefer to have a
single idea of a market design for the CO2 issue,
because they themselves are in multiple RTOs.

Anot her exanple | am thinking of is
Xcel Energy. They are all over to country. So the
more you can design a market that doesn't really
matter about geography or where you are and that you
can trade your CO2 credits or divide CO2 credits

wher ever you sit in the country, the better off

those utilities are as well. | know they don't do
business in Illinois, but that | think is a big, big
issue for some utilities that are in multiple areas

and multiple interconnects.

DR. SOTKI EW CZ: And keep in mnd the other
thing, too -- and I'm going to throw on nmy academ c
hat -- it's not necessary for any particul ar set of
states or groups that want to trade with each other
to be a part of the same dispatch. You can still
get a lot of those econom es, even if you are a
di fferent dispatch.

So the Xcel Energy they could trade
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with somebody in M nnesot a. Well, | have got ny
solar in Mnnesota. The Xcel part of M nnesota is
in a conpletely different interconnection, not even
synchroni zed to invest in an interconnection, but,
yet, they could trade C02 credits, allowances,
what ever you want to call them and it wouldn't be
an issue necessarily there.

So, | mean, we're using the RTO
di spatch as an exanple because it's conveni ent and
the institutions are already there, but it doesn't
have to abide by those dispatch operations.

CHAI RMAN SCOTT: The |ast few m nutes that we
have got left, so you heard from Franz and Jonas
tal ki ng about |ots of ways to structure different
programs, and |I'm assum ng fromthe answers that you
have given already that al most any of those could be
i ncorporated into PJIM and M SO and operate. There
are differences between them but just on a broad
gquestion, |'m assum ng any of those different plants
could be as well as states going it alone, although
you tal ked about that option already.

DR. SOTKI EW CZ: Sur e. All of that could be
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done, and | think if you |look at the way the EPA
actually model ed the em ssions rate standard for the
proposed rule, there is actually a price on

em ssi ons. So if there's a price on em ssions, if
it emanates from em ssion rate standards as opposed
to mass-base solution for conpliance, it could stil
be i ncorporated in the dispatch.

CHAI RMAN SCOTT: "' massum ng rate versus mass
for your purposes doesn't matter. It may matter
fromtradi ng program purposes, but it doesn't or
does it matter whether there's a conbination of
states working together on rate versus mass?

DR. SOTKI EW CZ: From our perspective, that's
going to be a choice the state has to make from a
system operations standpoint. The more uniformity
there is, the most cost effective the dispatch is
going to be, but, you know, whether states choose to
go with a rate-based state or mass-based standard,
it's not really something that we should be
concerned with as long as we can get the information
we need to dispatch the system

CHAI RMAN SCOTT: Bri an.
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MR. RYBARI K: From an RTO operations'
perspective, | think that's absolutely right. From
the ability to trade those two across those
platfornms, the more uniformty they are, the better
of f they are.

The mass-based system seens to be at
| east easier to me to get ny head around from a
tradi ng perspective, and that's how we have had to
model it. That's another issue that we had to dea
with, the EGEAS nodel . It only | ooks at mass-based
stuff, so we are modeling stuff from | ooking at it
from a mass-based perspective. That's maybe why |
could get my head around it.

DR. SOTKI EW CZ: | think the one thing that is
interesting when you | ook at some of the nore
academ c works that are done by organizations such
as Resources for the Future that are non-partisan,
and they have taken a | ook comparing an em ssions
rate trading scheme versus a mass-based trading
scheme, and you have different effects on dispatch
because of the way the schemes are put forth.

So, for example, if the way they
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descri be the em ssions rate trading scheme, you have
a target em ssions rate |evel, everybody earns
credits, but effectively if you are below the
em ssions rate target, you effectively are getting a
production subsidy, whereas, if you are above the
target, you are actually paying extra for the
em ssions over and above the em ssions rate target;
wher eas, under a mass-based approach everybody's
di spatch cost goes up

So it's going to have different
pricing inmplications. It's going to have different
revenue inmplications from generators
i mpl ementations for how nuch extra revenue they may
need outside of the energy market, things of that
nature. Things that we haven't exam ned or
understood, | think are key things for us to flag
and think about going forward.

CHAI RMAN SCOTT: Okay. Well, we are just about
on time. Anyt hing that we m ssed that you think we
need to know today? Obviously, we have tal ked a
| ot .

|s there anything that you think we
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need to take out of here?

DR. SOTKI EW CZ: Regi onal conpliance -- | mean,
ultimately the RTOs are exanpl es of what broader
regional solutions can do in terms of cost savings.

"Il just use another example that is
not even here in the M dwest, but that is out in the
Pacific Northwest and out in California.

Al'l of a sudden you are starting to
notice the rise of these |l arger bal ancing
authorities incorporated in California |ISOs and much
of the vertically-integrated utilities in the West
t hat have a | ot of hydro and wi nd resources, and on
a stand-al one basis the small utilities have a very
tough time bal ancing systems, while renewabl es are
avail able, very little thermal generation, but as a
group, because they are geographically diverse in
scope and al so resources in scope can actually
better manage a | ot of these variations.

So | think to the extent that you | ook
at the EPA building blocks and you | ook at the state
of RTOs already on the books, that regional scope --

Brian brought this up in his initial coments is
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exactly right -- that makes a big difference on how
we operate the system We can absorb a | ot nore
renewabl es in the geographic and resource scope than
a small utility could necessarily on a stand-al one
basi s.

| was just going to add as a tongue
and cheek, because | hate to stand between people
and a cocktail, that the inmportance of the topic on
a day like this hearing at the end of the day, it's
probably inversely proportioned some tinme before
cocktails are being served.

MR. RYBARI K: | planned on a tongue-and-cheek
thing as well. The last thought that | had becones
somet hing the Comm ssioner quoted and sayi ng about,
you know, how do we get all these states worKking
t oget her. | know there are a | ot of groups that are
trying to get groups together to try and harness the
val ue that we have been tal king about here today,
and there's a | ot going on.

States are just trying to figure out
where they stand with the rule, just trying to

understand the rule, figuring out the situation with
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the TROs, trying to write your coments, et cetera,
and how do we get people together.

Well, you know what Nietzche said,

"out of chaos comes order," so that's nmy tongue and

cheek.
(Laughter.)
CHAI RMAN SCOTT: Bl azi ng Saddl es.
(Laughter.)

Gent |l emen, thank you very much. W
really appreciate your being here. Thank you to
every presenter and for all of you in the audience
for being with us, and those in Springfield, and
t hose of you who are listening in. Thank you very
much, M. Feipel, for putting this together, and

this meeting stands adjourned. Thanks to everyone.

(Wher eupon, the above matter

was adj ourned.)
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