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MR, SPATOLA: M nane is Joseph Spatola. |
want to wel come the general public this norning
to our annual public hearing for 1999. The
subject of this year's public hearing is the
i npact of the electric utility regulation on New
Jersey's environnent. As the general public
knows, the regulations of the electrical utility
i ndustry resulting fromfederal actions stands a
great conpetition in the process of offering
| ower electric rates for all custoners. The
deregul ati on, however, there are other inpacts
expected to occur particularly on the
environnent. Today we will explore this aspect
of deregulation in an attenpt to determ ne how
public policy should will be devel oped to dea
this this matter. As chairman of this nornings's
public hearing, or today's is Dr. Jorge Berkowitz
to my right, and he will be sharing and
overseeing this public hearing today. Before
turn it over to him | would like to have the
menbers of the Clean Air Council introduce
t henmsel ves. Before that happens, | would like to
take this opportunity to pay special thanks to
Ms. Erin Indelicato for all her work and effort

to get this public hearing together so we can
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have it this year as we do every year. And also,
to thank John El ston who has hel ped in sharing
the departnent of resources in putting this
hearing together as well. So at this point |
woul d like to get introductions done across the
board here.

MR, MAXVELL: My nane is John Maxwell. |'m
a menber of the public. And when |I'mnot a
menber of the public I'"'mw th the New Jersey
petrol eum council. And | would like to also say
speci al thanks to Joe for being our chair during
the |l ast year, he's done a marvel ous job. As
well as to recogni ze the other fol ks who
distributed their tine and effort to the work of
the Clean Air Council

MR, CURRIER:. My nane is George Currier
I"mvice president in charge of the mechanica
engi neering. | represent the New Jersey society
of professional engineers.

MR, PALMER: |'m Peter Pal mer, representing
the New Jersey association of the counties.

MR, ZONI'S: Ilrwin Zonis, |I'ma public
menber and |I'mretired.

MR, BERRY: M chael Berry, | represent the

New Jersey Departnent of health and senior
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servi ces.

MR. PAPENBERG. St ephen Papenberg, |'mthe
health officer of South Hunterdon Township. |'m
al so the president of New Jersey |ocal boards of
health association. And I'mrepresenting New
Jersey health officer's association.

MR, AHMAD: Farid Ahrmad, | represent New
Jersey department of community affairs.

MR. ANDERSON: Pete Anderson, | represent
the secretary of agriculture, and the departnent
of agriculture.

MR. EGENTON: M chael Egenton, representing
the New Jersey state chanmber of comerce

MR, BERKOW TZ: Good norning, nmy name is
George Berkowitz, I'ma vice president of
environnental scientists. And | represent New
Jersey business and industry associ ation

MR. MANGANELLI: [|'m Ray Manganelli and
represent the public.

MR. BERKOW TZ: 1'd like to thank Joe for
the introduction of today's topic. |'d just like
to take a couple of minutes to reintroduce what
we're | ooking for today, as well as some of the
ground rules. First of all, | would |ike

to--let's go over sone housekeeping details, it's



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

probably nore inportant than anything. There
wi |l be no breaks today, no schedul ed breaks, so
you all have to stay here. W have a very tight
schedul e, a very tight schedul e indeed. W're
booked up with speakers until 3:30, and know ng
us for asking questions, it's going to be a
difficult task to stay on that schedule, but |
will do ny best. Therefore, with three m nutes
remaining in your allotted time, | will tell you
that. And then, with a certain amount of
tolerance, | will tell you to please end your

di scussi on or your presentation. If we run very
late, which is a possibility, and hopefully not a
necessity to do this, the chair reserves the

right to cut down the schedul ed 15 mnute

presentations to whatever is necessary. | hope
we don't have to do that. | also would like to
gi ve a couple of thanks, first of all, the

subcomittee of the Clean Air Council who worked
on putting this together, Dr. Spatola, M.
Maxwel | and M. Egenton, | thank very nuch for
their time and efforts. | also would [ike to
Erin Indelicato for doing just an outstanding
job, as well as nenbers fromthe departnent who

serve us extrenely well and with a great deal of
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attention. And M. Elston, and M. O Sullivan
and people like Sandra and so forth and so on, we
are really thankful for all of their efforts for
working with the Clean Air Council. W are here
to discuss the inpacts of senate five, Assenbly
ten sponsored by Senator Bruso and Assenbl yman

D Catano and Barget. | think perhaps the best
way to launch into this is really to take a | ook
on the our announcenent, because | cannot do a
better job of discussing the issues that we seek
to explore in today's session. First of all, the
Clean Air Council was formulated in 1954 by an
act of the legislature. The clean air
council--one of the tasks of the Clean Air

Council is to make recommendations to the
commi ssi oner of the departnent of environnenta
protection on topics as they inpact clean air

One of the ways that we do this every year is we
have an annual hearing on a topic that we think
is tinmely and appropriate, in order to hear from
all the representatives of the
all--representatives of all the public so that we
can assimlate the information, digest it,

di scuss it, debate it, and then come out with a

recommendati on report to the conmmi ssioner
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regarding that specific topic. That's what this
is all about today. The New Jersey citizens can
expect to see the deregulation in the state's
electric utility industry the sumrer of 1999. |
believe the date is August 1 for electric, and
Decenber 31 for gas, if I'mnot mstaken. How
wi |l these changes affect their environment? The
guestion will be the topic of the New Jersey
clean air council's April 14, 1999 public
hearing. The purpose of the hearing is to
provide information to the Clean Air Council from
i nterested nenbers of the public about the
potential environnmental inpacts of energy

deregul ation. A transformation of the electric

i ndustry is expected to result in deregulation
Many predict that this transformation will affect
the type of fuel used in generation of
electricity, which in turn will affect the type
and anount of pollution New Jersey's air, as wel
as the pollution transported downw nd i nto New
Jersey fromother states. The hearing wll

consi der what the environnmental inpacts may be,
eval uate the degree or extent of the inpacts,
consi der what actions state governnent may take

to bring about environnental inprovenment, and to
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10

address the consequences. The Clean Air Counci
recogni zes that individual electricity custoners
may wel |l affect the outcome. Deregulation will
all ow custoners to choose its supplier, and
deci de whether to take the environnental
characteristics of the power into consideration
when deci di ng what power to buy. The hearing
will explore the best means to informthe public
of the significance of the choice they wll
make. The Clean Air Council |ooks for the
foll owi ng questions at the public hearing. One,
in 1995, 39 percent of New Jersey's electricity
came from coal, four percent fromoil, 11 percent
fromnatural gas, 44 percent from nuclear, and
two percent from hydroelectric power. How will
this change with deregul ati on? Two, what effect
wi || deregul ati on have on New Jersey air quality?
VWhat ot her environmental inpacts mght result?
For exanple, specifically related to nercury
contami nation. And three, what plan does the
state governnent have? And this is an inportant
i ssue, and one that is keenly of interest to al
the council, but particularly select nmenbers on
the council. What plan does the state governnent

have to insure that the concerned public is
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provided the information it needs? Wat

i nformati on does a citizen need to make an

i nformed choice in selecting an energy supplier?
And by the way, we have previewed sone attenpts
at this, and quite frankly, we're still not

convi nced that anybody has the best way of doing
this. Four, how can state governnent protect New
Jersey air from being polluted by em ssions from
| ess clean, out-of-state energy sources? Five,
what types of conservation and new cl ean sources
i ncluding those that rely on renewabl e energy,
shoul d be encouraged in New Jersey, and what can
state governnent do to prompte these? Six, wll
deregul ati on provide incentives or disincentives
for conservation and renewabl e power? That's
what we're trying to do today, trying to
understand all these issues. And without further
to do, it's ny distinct pleasure, and always a

pl easure, to introduce you to the departnent of
envi ronnental conmm ssi oner, M. Robert Shinn.

MR. SHINN: Thank you very much. [It's ny
pl easure to be here this norning and address the
council. And I'd like to thank all the menbers
for all their good work in dealing with an issue

that's really a tough one for New Jersey. | just
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think that |ooking back ten years where we were
in 1988, with 45, one hour ozone viol ations and
where we are in 1998 with four, one hour
violations is pretty indicative of the progress
we've made. However, that's with a one hour
standard, and with the eight hour standard it's a
different story. | think we have sonmething like
47 viol ations of the eight hour standard this
year, so we've got our work cut out for us. But
it appears with sone additional reductions of NOx
and VOC s, that the one hour standard is somewhat
Wi thin our reach. As you know, the second phase
of the OTC, NOx goes into effect May of this
year, which is a 65 percent reduction level. So
NOx bei ng one of our targeted precursors, we're
going to see additional reductions in NOx. Phase
two, the acid rain is the follow ng year, 2,000,
so we'll see some additional benefits from SO2
reductions follow ng the suit. The discussion,
guess, on the deregulation relative to inpacting
New Jersey's air quality is sonething that we've
had on our m nds for a good nunber of years, and
I think our neetings through the OTAG process, or
ozone transport assessnent group, wth FERC,

federal energy regulatory comm ssion, | think
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John had about three of those or so, and | guess
we were on two tracks, we never seemto be able
to engage FERC on the front end with independent
nmeetings with the em ssions issue directly, even
t hough they did an environnental inpact study,
there were sone assunptions in that study which
think were on the positive side fromtheir
perspective on what woul d happen to air quality.
So this whole process involved, | think OTAG kept
pressure on that process, that ultimately the
council of the environnental quality that serves
the president on the environment, and Caro
Browner and FERC really canme to a consensus.
OTAG nodel ing said there was about three mllion
tons of transport, and the consensus was, in a
letter to OTAG from the adm nistrator, said that
we're going to reduce two mllion tons of that
transport. So the northeast was going to get,
essentially, a mllion tons of net transport.
And this decision and |letter probably goes back
the best part of 18 nonths or so. So | think
that sort of, in a way, set a little bit of the
tone for the OTAG process. And as you know, OTAG
cane to a near consensus vote of thirty-two to

five out of the 37 states recomendi ng to EPA
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that regulations be put into effect that reduce
air emssions fromb55 to 85 percent fromthe 1990
inventory levels. And that was a pretty
significant recomendation, that nodeling went to
EPA. They worked on finer grid nodeling, and
think their SIP call is very supportive of the
OTAG work and a finer resolution froma grid
perspective of what the inpacts on individua
states really nean. There's a huge controversy
on the SIP call, and that will go on for probably
anot her year or so. But | can tell you that
we're very satisfied with process, we think it's
t he begi nning of our way to address the eight
hour standard. There's a |lot of other work that
we have to do to address that standard, but
certainly the SIP call is the heart of soul of us
bei ng abl e to achieve health base standard in New
Jersey. The electric discount and energy
conpetition act is a massive and over arching

I egislation with significant inplications for New
Jersey's econonmists. It deregul ates the energy

i ndustry and transforns the marketplace froma

cl osed nonopoly to an open conpetitive market.
It's broader in scope and will set a notion a

transition froma fully regulated industry to a
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conpetitive power supply marketplace. It wll
need to do this while preserving reliable power
supply and delivery systens at the sane tine,
while providing fair treatnent to al

st akehol ders during the transition. 1It's a
conplicated process, and many of you who have
spent sonetine reading the |legislation are
probably as confused as | am But it's the
environnental aspects that we're here today to
di scuss. The part of the deregulation |aw that
is intended to mature the inproved energy

ef ficiency and demand si de nmanagenent remain a
part of the state's long termenergy efficiency
strategies for all New Jersey consuners.

I nportant parts of the deregulation | aw address
changes in technol ogy, and the nmechanisns to aid
in the delivery of cleaner renewable sources of
energy within the conpetitive marketplace. W're
here to tal k about the piece of the deregulation
| aw that establishes a process to prevent any
adverse inpact on environmental quality in the
state. This act now neans that you and

i ndividually, and collectively as busi nesses, the
general public and governnment will now have to

make deci sions on how to use energy. In these
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deci si ons we need to consider the environnental

i mpact and benefits of those decisions. VWhile
the entire bill has nany aspects, there are four
mai n areas of the deregulation bill that interact
with our environnmental goals. Environnental

di scl osure, renewabl e portfolio standards,

em ssions portfolio standards and renewabl e
energy technol ogy and energy efficiency funding.
And before | discuss these areas and how t he DEP
can assist the BPU in this process, | want to
tal k about the marketplace initiatives that we
have i nmpl emented at DEP. New Jersey has

i npl emented an open market em ssion trading
program for NOx and VOC. And NOx credits
currently trade for close to a thousand dollars a
ton and VOC credits trade for a little over two

t housand dollars a ton. And we probably, |ast
count, have sonmething a little over 22 hundred or
is it 22 thousand tons of credits, both NOx and
VOC. So people have used the incentive to
generate reductions above and beyond their permt
levels to generate. W intend to utilize those
sane market forces to advance the voluntary
greenhouse gas action plan. |In a non-regulatory

approach, the GHG action plan sets a 3.5 percent
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reducti on over 1990 levels by the year 2005. W
expect to achieve these reductions through what
we have termed no regrets options. These options
we believe are doable and will be cost effective
as well as econonically beneficial. Another

mar ket force at DEP is a programto pronote

envi ronnental technologies. The basis for the
programis docunented through verification by a
third party independent entity, the New Jersey
Corporation for Advanced Technol ogy. NJDEP
certifies the overall performance of a technol ogy
to nmeet the highest environnmental standards and
m nimze any inpacts to the environment. Wth
the verification of the performance of

technol ogies to do better than the standards, we
will still work within the state and through
interstate reciprocity to breakdown regul atory
barriers to pronote and apply these cl eaner
technol ogies. | hope that many of you have the
envi ronnental expo on your agendas, you'll see
some of these technologies at the expo. And
that's April 20 and 21 at the convention center
in Atlantic City. | think at this point there's
about 85 venders supplying various types of

technol ogi es. You can see fromthe slide that
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was up there a mnute ago our basic distribution
of sources of em ssion reduction is pretty wel

di stributed anong the six generations of green
house gases. And transportation certainly plays
a big part of autonobiles and fuels. Governnent
has its own inpacts and we put the nunicipa
wast e category under governnent. W have a | ot
of landfills that generate a |lot of CO2 nethane
and VOC s, and we've targeted them as part of our
inventory reduction for not only |eachate
col l ection and cappi ng and net hane gas
utilization as well. Agriculture |and use, the

i ndustrial conmercial sites, retail manufacturing
and certainly the residential has a mjor inpact
as well. So we've distributed the inpact | think
pretty well in what we call no regret

strategies. New Jersey's action plan, which was
one in the same with the greenhouse gas program
we look at CO2 as an unbrella pollutant. It

i mpact toxics, as well as our clean air act
pollutant. We're in the process of refining or
base line inventory and our em ssions data and
this is a lot of good work. The fellow putting
the slides on the screen, M ke Linka, he works

under our science and research division. And
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tell you there's a |lot of people who are putting
alot of work into this effort and what we can
get in reductions through an effective greenhouse
gas program Again our target is three and a
hal f percent bel ow the 1990 | evels by 2005.
That's sort of a mid-course level in regard to
the international discussion that's going on

The first thing we have to do is get control of
our increase of em ssions, and the second thing
is get reductions. And we think 2005 is a
reasonable md point force to revi ew our prograns
and our strategi es and see how we're doing.

Again it is a no regrets reduction strategy, and
I guess the definition of no regrets, if we're
wrong about the science of global climte change,
and we try to stay out of discussions about the
sci ence, because we think there's energy
efficiency really drives this program and addi ng
a technol ogy conponent and a recycling conponent
to reach our goals supporting those

technologies. | think that's particularly unique
to New Jersey. Once in a while | forget that New
Jersey has a reputation of being the invention
state, and | think this programreally chall enges

that reputation. Again, the innovative
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t echnol ogy busi ness, we're going to see sonething
very quickly in Atlantic City. W've got, the

| ast count, 27 states and at |east four foreign
countries attending that event. And we think
you'll see sone of the cutting edge technol ogies
that we think are a logical part of this
program And of course outreach and educationa
programs is the key part of any strategy to
reduce em ssions, and that's something we're
going to spend a ot nore tine on. The

mar ket pl ace forces of enissions trading prograns
and our innovative technol ogy program can be
coupled with portfolio standards. The renewabl e
energy technol ogi es created by the deregul ati on
| aw are a double savings for air quality. By
promoti ng renewabl e energy technol ogi es we get
collateral benefits for emi ssions reductions in
all sectors of our econony. Sinply put, CO2,

NOx, SO2, hazardous air pollutants and di scharges
are products of inefficient production of energy.
We can no longer afford to dunp waste products
up the stack without extracting their full energy
value. We can no |longer afford to pass along the

costs of that inefficiency on to soneone el se.

Let's quickly overview each of these conponents.
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Envi ronnment al Di scl osure, Environmental
di sclosure is a key outreach and education
measure. All consuners of electricity in New
Jersey will receive standardized information to
allow themto conpare and purchase electricity
just like any other commdity. Included in this
will be informati on on the environnental inpacts
of the energy being offered, so consumers may
take the environnental information into
consi deration when choosing their power supplier
Envi ronment al Di scl osure Label, a standardized
| abel will include information on: Fuel mx
renewabl e energy sources; the air em ssions of
t he generating unite, carbon dioxide, oxides of
ni trogen, and sul fur dioxide, as reported and
verified by each electricity suppliers; the
retirement of em ssion credits and the avoided
em ssions from energy conservati on or energy
efficiency projects. You can see how the market
forces of NJDEP's Green House Gas Action Plan and
OMET tie into deregulation |abeling. They are
one and the sanme. The electric suppliers may
split up their energy portfolio of power supply
to produce energy products with different

environnmental characteristics and market them
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i ndependently. Low eni ssion products can be

t hought of as Green Power. To qualify as Green
Power product, emi ssions of all the listed air
pol l utants woul d be | abel ed bel ow a benchmark
level. 1'lIl get to benchnmarks later. One of the
key points in the legislative nandate to prevent
adverse environnmental inpacts is the flexibility
built into the law to potentially add any other
air pollutant. Both the BPU and DEP nust make a
finding of need and establish the availability of
data in order to proceed. Renewable portfolio
standards, let's turn to the second ngj or
conmponent of | egislation, renewable portfolio
standards. The overhead shows the current fue

m x percentage for the Pennsylvania, New Jersey,
Maryl and control area. Note the high percentage
of nuclear fuel usage, 34 percent, and the even
hi gher coal, 45 percent, usage. G/, gas,

hydroel ectric, and waste to energy, or nethane to
energy, the remainder. Over the next 25 years,

t he deconmmi ssioni ng of nucl ear power plants may
result in a shift, upward in em ssions associ ated
with power generation. |If that replacenent
energy is coal-fired plants, from predom nately

out-of-state facilities upwi nd of New Jersey, our
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baseline air quality could be negatively

i mpacted. That is why the OTAG reconmendati on by
the state's and EPA's SIP Call is so critical to
New Jersey. Natural gas will also play a
significant role with 3100 negawatts already in
the permtting process and another 1500 negawatts
on the way. | believe this is good news for New
Jersey air quality. Still, other alternatives
are needed to ensure that the power brought on
line is clean power. That's why the Renewabl e
Portfolio Standard is so inportant. There are
incentives in the law to encourage devel opnent
and i npl enentation of clean, renewabl e energy
sources. The incentives include funding projects
through a societal benefit charge. Currently,
the BPU, in consultation with the DEP, is
undertaki ng a conprehensive resource analysis to
determine the incentive funding | evels for Cl ass
1 renewabl es and energy efficiency prograns. The
goal of this analysis is to insure that we
encourage the nost effective strategies for

obtai ning clean power. The |aw establishes two
cl assed of renewabl e, and these definitions allow
us to align with other states such as

Massachusetts and Connecticut. Class 2
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renewabl es are currently econom cally avail abl e,
while class 1 renewable will, in some cases,
require assistance to be fully comercialized.
This funding for assistance to fully
comrercialize class 1 renewabl e technol ogi es
starts at 25 percent of the current Denmand Side
Managenment funding and will increase over tine to
up to 140 million dollars per year. There is no
fundi ng assi stance for class 2 renewables. The
renewabl e energy portfolio standards for class 1
and 2 technol ogi es as provided by law reflects

t he backl oadi ng of the nore technol ogica
chal l enging class 1 renewabl es. The standards
for class 1 renewables will increase at 0.5
percent in 2001 and increase to 4 percent in
2012. Assunming energy demand will increase at
the current rate in New Jersey, renewabl e energy
will provide 800 negawatts of power by 2012.
This is conparable to the total negawatts

provi ded in both Massachusetts and Connecti cut
deregul ation bills, although the actua
percentages are different. This funding

assi stance should hel p energy suppliers neet the
renewabl e energy portfolio standards. Another

i ncentive, known as net nmetering, will allow
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smal | residential and comercial custoners who
generate electricity, using wind or solar power
for their honmes and small businesses to reverse
energy to the power grid and to be paid for this
generation. Em ssion portfolio standards, the
third and final ngjor environnent conponent of
the law. New Jersey will be put in a challenging
position to attain the new 8 hour ozone public
heal th standard that has been adopted by EPA.

Qur current attainnent state inplenentation plan
shows, even after inplenentation of the NOx OTAG
SIP Call by USEPA, and the Ozone Transport

Commi ssion's Phase 2 and phase 3 NOx standards,
that obtaining this standard will be difficult.
Air quality is inproving, and the attainnent
State | nplenentation Plan denonstrates attai nnment
with the one hour ozone standard. Qur chal |l enge
is to achieve the further emnission reduction
needed to attain the 8 hour standard. As a

gui ding principle, these enission reductions
woul d ideally be enacted by the federa

government on a nationw de basis or at the very

| east, regionally. New Jersey is committed to
nove forward with its standards in tandemwith

its neighboring states. The new | egislation
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hel ps us to do so through the concept of En ssion
Portfolio Standards. Both Massachusetts and
Connecti cut have enacted energy deregul ation | aws
and both contain Enmission Portfolio Standards.

We have been working with those states to devel op
consi stent principles for which regional emn ssion
portfolio standards can be enacted. |ndeed, the
requi red nodel Emi ssion Portfolio Standard is one
of the options BPU has proposed for the benchmark
that will be used for defining G een Power for
envi ronnental disclosure purposes. The overhead
illustrates this option, and the nodel enission
portfolio standards are conpared with the current
PJM average. | think we nust all recognize that
the road ahead will be a challenge for New
Jersey. Modifying the current fuel mx wll
require a mgjor comitment to new cl ean
technol ogi es. Renewabl es, energy conservation
and i nnovative technol ogies for cleaner gas, oil
yes, even coal, will require major investnents

fromall of us, government private industry, and

the public. | believe we are up to the challenge
and when all is said and done, we wi |l enjoy
cl eaner air and water in New Jersey and will have

no regrets about the conmtnments that we're
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maki ng today. Thank you very much.

MR, BERKOW TZ: Are there any questions
fromthe council for the comr ssioner, please?

MR. PALMER: \What is the reason that
there's a lot nore potential fromthat pipe shark
in the cormercial area than there is in
i ndustrial?

MR. SHINN: | think when we--there's nore
potential unknown than there is known. And when
you go into the different areas when we try to
put our inventory to match the pie chart, we can
schedul e a future session we can tal k about what
the actual reductions. | think we're going to
see certain areas of the pie chart where there's
a lot nore potential, but this concept is really
driven by the four elenents, energy conservation
i nnovati ve technol ogy, pollution prevention,
recycling are the four drivers behind this
program Sone can be nmore successful than
others. And where the success is resulted in
i ncreased reductions, could very well be the
conmerci al residential section because a | ot of
eni ssions conme fromthe two categories that you
saw on the chart. So if we do a good job on our

education program you'll see better results in
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those areas. It depends what kind of technol ogy
energes, what kind of by-ins we get fromthe
progranms and what kind of incentives we can
produce to get participation. And tell the
public that you can make a difference in your
purchases, particularly in the two cycle engine
area, and that goes fromlawn nowers to weed
whackers, to outward notors. There's a ot of
em ssions in those kind of areas, how we can

i mpact those is still a little bit of a question
mar k, but certainly they're one of the targets of
this program So | agree with you. | think
we' |l see some areas that exceed our
expectations, and hopefully, none that are | ower
t han our expectations, because |I think we've got
a pretty bal anced approach. And | think
dependi ng how we marshal our resources, will sort
of determine how we are in 2035 when we | ook at
our md course direction. But | think if we
arrive at our three and a half percent reduction
at 2005, | think getting the rest of the way wll
be relatively downhill, if you will. | think the
additional three and a half percent to neet the
goal for 2012, we'll be in pretty good shape to

achieve. But the connections and the linkage to
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both air toxics and other clean air act mandates
are really striking as you go through this

i nventory and apply the technol ogy piece. So
we're pretty confortable with the programat this
point. It's still developing at a pretty
confortabl e approach. Thank you all

MR, BERKOW TZ: Further questions? Thank
you very rmuch for your tine. One request, if we
can have copi es of your overheads, we'd
appreciate it very much. Qur next speaker is
Ri chard Bagger, prine sponsors of the electrica
der egul ati on.

MR. BAGGER: Good norning. | appreciate
the invitation to join you at this hearing today
to tal k about the environmental aspects of the
energy deregul ation | egislation and how it
i mpacts clean air in New Jersey froma
| egi sl ative perspective. Let ne begin by
congratul ating the Departnent of Environnmental
Protecti on Conmi ssioner Shinn for the steps that
have been taken to inprove air quality in New
Jersey generally throughout the past six years
that | believe you ve been conm ssi oner
Overall, air quality in New Jersey has been

i mproving. And in 1998, there were fewer
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unheal thful air quality days than there were in
previ ous years. Sone years we had nore than 30
days during the year, the equivalent of a nonth
per year, when the qualities of our air in New
Jersey was unacceptable. Last year that nunber
was greatly reduced and our state nmet air quality
heal t h standards throughout 1998 for four of the
six major air pollutants, the two exceptions
bei ng ozone and total suspended particul ates, but
the record shows progress as neasured in the
quality of our air, and that is sonething that we
shoul d be grateful for. That is the result of a
coordi nated effort on the governnent and

i ndustry, the air pollution fromboth industria
sources and nobil e sources has been reduced as a
result of nmore efficient manufacturing processes,
the renoval of pollutant source materials, and

i mproved nethods for renoving contai nments before
they're released to the air. |In this decade

we' ve seen significant reductions in industria

em ssions in New Jersey of two types of snpg
form ng pollutants, VOC s and nitrogen oxides,
NOx. And in addition, federally mandated acid
rain controls sulfur dioxide in New Jersey and

nei ghbori ng states. So progress has been nade.
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And progress has al so been nade in New Jersey as
a result of very strong air quality standards
that exist for the generation of electricity in
our state and they're understandabl e concerns

t hat exi st now and exi sted as we were fashioning
the electric deregulation to nmake sure that the
progress we have nade in this state in a totally
regul ated systemfor the electricity was

mai ntai ned in a deregul ated environment. That
posed quite a challenge for the legislature in
fashioning the electric deregulation

| egi sl ati on. Whenever this issue cane up, |

al ways took great pains to make sure that people
understood that prior to the enactnent of this

| egislation, electricity was conpetitive at the
whol esal e level. The result of this legislation
is that electricity is conmpetitive at the retai

I evel. The electricity used in any of our hones
or businesses or governnent offices in New
Jersey, may already have been generated outside
of New Jersey, not subject to New Jersey's air
qual ity standards. Because that power was
purchased in the whol esal e marketpl ace at the
best whol esal e rate avail abl e through the PIM

power pool. The change that we are naking nowis
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that there will be retail choice for electricity,
because the sane issues of so-called dirty power
fromoutside of New Jersey existed in the

whol esal e mar ket pl ace that now we are trying to
confront in the retail marketplace. Commi ssioner
Shi nn spoke about the provisions of bill that
I"I'l just touch on briefly, and that inpact

envi ronnental issues and they fall under three
categories; consumer disclosure, because of the
actual power of consuner choice at the retai
level will allow individuals in New Jersey to
shop around for clean power, sonething they
didn't have the choice to do before, when the
deci si on was being nmade strictly in economc
ternms at the whol esale | evel and they had no
retail choice. The second is the authority that
exi sts under this legislation for the board of
public utilities to create em ssions portfolio
standards. And the third are the nmandates

i mposed by the legislation for renewal energy,
and |I'1l discuss themeach briefly. The new

| egi slation requires that everybody who sells
power in New Jersey, both the utilities and their
conpetitors, the conpetitive power suppliers,

will be required to disclose on their bills,
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their contracts and their marketing materials, a
uni form set of environnmental characteristics,

i ncludi ng fuel m xes and em ssions, so that

i ndi vi dual consuners will be able to buy green
power if that is what they choose to do. To

i mpl enent this, because this is harder to do in
practice than it sounds, we are requiring and
have required the board of public utilities to
adopt standards in consultation with the DEP to
i mpl enent these disclosure requirenents,

i ncl udi ng a net hodol ogy for emni ssions disclosure
based on output in to our air of nmegawatt hour
and bench marks to allow consuners to performa
meani ngf ul conpari son between suppliers because
that can prove to be quit difficult in practice,
and a uniform format for disclosing the

em ssions, which is graphic in nature and easily
under st andabl e. What comes to ny nmine is when
you buy a new car, there are standards for the
uniformreporting of nmles per gallon. And

hope to see a simlar easy to understand and

uni form measure of environnmental quality of the
energy that we're purchasing in New Jersey. And
we've required the BPU to inplenent that with the

assi stance of the DEP is going to be very
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i mportant in nmaking that happen. Second

envi ronnental aspect of this |egislation involves
em ssions portfolio standards, and it's two part
provision. First, we have enpowered the board of
public utilities to adopt an emni ssions portfolio
standard for all suppliers of electricity in New
Jersey, the utilities and their conpetitors.

They can do that now. Under the |egislation, we
have authorized the board of public utilities, if
they make a finding that em ssions portfolio
standards are necessary to either nmeet federa
clean air act, or state requirenments for air
quality, the board is enmpowered to put in place
enm ssion portfolio standards which will set a
floor in terns of environmental quality for
the--for all the power sold in New Jersey. The
second provision in the newlaw that relates to
an em ssions portfolio standard is a provision
that we borrowed fromthe Connecticut |egislation
to deregulate electricity, and that is to

encour age regi onal em ssions portfolio

standards. Now, our energy region includes
Pennsyl vani a, New Jersey and Maryl and, the PJM
pool. So this legislation has a requirenent that

if Maryl and and Pennsyl vani a nove to have an
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em ssions portfolio standard, then New Jersey
nmust create an emissions portfolio standard so
that we have a regional standard for clean

power. At potential shortcom ng of this

provi sion, and any good sponsor will recognize
the shortcomings as well is the other

provi sions. Pennsylvania probably is not
terribly incentivized to create an em ssions
portfolio standard, because Pennsylvania is a
state in which sonme of the electricity that is
generated woul d not neet those standards. So it
is probably not likely that Pennsyl vania, New
Jersey and Maryland will create a regiona

en ssions portfolio standard. Which, as I']I
mention, | think we need to | ook for stronger
federal action to push those states that don't
have a strong incentive to raise their standards
to have the federal government nove states toward
a higher standard. The third provision in the

| egi slation that addresses the environnent is the
renewabl e energy requirenent. And | thought it
was a sensible approach in the legislation to
separate different fornms of renewabl e energy into
cl ass one or class two. Class one is the classic

renewabl e energy sources, the solar, |I'Il call
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those the pure renewabl e energy, and those enjoy
a favored status under the legislation. And, in
fact, the renewable energy fromthose sources is
required to increase by half a percent each year
t hrough the year 2,000--excuse nme one percent of
our energy by the year 2,006. Class two is hydro
power and al so waste to energy. And that class
two, while it's not pure renewabl e energy, does
gi ve a sonewhat favored status to the electricity
generated by resource recovery facilities in New
Jersey, which we're, after all, essentially
mandat ed by the State of New Jersey and the
Department of Environnental Protection during the
1980s and by assuring a market for the
el ectricity generated by those resource recovery
facilities helps with another environnental issue
our state is facing and that is our solid waste,
crises may be too strong a word, but the response
of the state to the overturning of the system and
solid waste regul ation that have been that place
for twenty years.

MR. BERKOW TZ: Three m nutes Assenbl yman .

MR, BAGGER: Okay. The last provision of
the legislation that pertains to environmental

quality is maintaining current funding for energy
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efficient progranms and requiring that of that

exi sting funding at |east 50 percent be dedicated
to new energy efficiently and renewabl e energy
programs. Right now New Jersey residents nake

t he hi ghest per capita commitnent to clean
energy, any consumers in the country we have the
hi ghest per capita charges on our bills for clean
power. And this legislation continues those

i nvestments at current levels. There were those
who asked us to increase the | evel of commtnent
in rate payers bills to clean energy, but a part
of our effort here was to | ower the cost of
energy in New Jersey. So we sinply maintained
the commitnent at current levels, which, after
all, is the highest level and is about three
times the per capita in the state of California,
which is the second hi ghest investnent of any
state in the nation. Let nme just conclude by
endorsing a call for stronger federal standards
in this area. W have very high standards in New
Jersey, many of the generation plants in other
parts of the country are old and fuel ed by coal
woul d not satisfy New Jersey requirenents,
anywhere close to New Jersey air quality

requi renents, but yet we already are faced with
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the environnental problens fromthose plants
because the pollutants are carried into our
state. Wth the national novenent towards
deregul ation of electricity, it's nore important
than ever that the federal governnent requires
standards that match New Jersey's denmanding air
qual ity standards, and that they be nationa
standards. | know the New Jersey DEP and
Gover nor Wi tman advocated stronger federa
standards at the national level. This passed
Sept enber the environnmental protection agency
i ssued an order which controls m dwest power
plants. That's an inportant, very significant
step in the right direction. And we just need to
if continue to be vigilant in persuading the
federal governnent to nmake a clean air standards
for all states that meets New Jersey's existing
hi gh standards for air quality. Thank you very
much for the opportunity to speak this norning.

MR, BERKOW TZ: Any questions fromthe
counci | ?

MR. MANGANELLI: | have one.

MR, BERKOW TZ: Dr. Manganelli.

MR, MANGANELLI: | gather in the bill that

a municipality can pull together the energy
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requi renents of the town and it seenms trying to
get better prices, as well as, | just read
recently, that sone school districts also intend
to do this. | was wondering whether there was
conflict of that. And the second part of ny
guestion is, you also have in your bill about
public education program |'d like to hear a
little bit about how that's going to work

MR. BAGGER: Those are two different
i ssues. The first is demand side aggregation,
the legislation permts, essentially any
associ ation or governnment entity to be an
aggregator, to pool together voluntarily groups
of consuners to get the buying power and the free
mar ket of a |large consunmer. So the aggregator
could be a nunicipality for its own facilities
and for participating residents in the
conmunity. It could be, for exanple, the New
Jersey school boards association on behal f of al
public school districts in New Jersey. It could
be a business association on behalf of all the
menber businesses and industries. It could be
concei vably an associ ation of individuals |ike
the AARP on behal f of a group of individua

residents. W have created a system where we may
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have nmul ti pl e aggregators continuing to sign
people up to be in a power pool to get a
favorable rate, which I think is one of the very
advant ageous provisions. The second thing you
mentioned is a programthat is required of public
education because this is a significant change in
how all of us have interacted with our utility
and how all of us have thought about

electricity. So we have directed the board of
public utilities to undertake a consuner
education programin order to prepare all of us
for a conpetitive environment that is going to
begi n this August.

MR. BERKOW TZ: Any ot her questions from
the council? |If not thank you very much for al
your efforts and thank you for being here today.

MR, BERKOW TZ: We'Ill skip over
Assenbl ywoman Murphy. John W snewski .

MR, W SNEWSKI : Thank you. [|'d like to
first thank you and the council for the
opportunity to appear here today and at | east
make ny views known on the inpact that energy
restructuring, and that's what it really was
restructuring, not deregul ation has on our state

and its environmental quality. It's unfortunate
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that when we | ooked at restructuring,
deregul ati on, whatever you'd like to call it,
that it was | ooked solely as a neans of reducing
electrical rates for the people of the state

And a | ot of other inplications of restructuring
were not even primarily considered in the passage
of the bill. And in saying that, | do not want
to take away from Warren Pune, in any way, the
hard work that ny coll eagues |ike Rich Bagger
Paul D Catano, Carol Mirphy and a whol e host of
ot her nenber of the assenbly had in putting

t oget her the energy deregul ation restructuring
bill, because it was a mamoth task. And
invariably, in a project of that size, all of the
aspects that should be considered probably
aren't. And I, as one nmenber of the assenbly,
along with many of my coll eagues, had urged that
the |l egislature take a nmuch sl ower approach to
restructuring so that many of what the, may
become unforeseen issues of restructuring, could
have adequately been addressed prior to fina
adoption of that legislation. Certainly the one
i ssue that brings us here today is the inpact
that restructuring has on air quality,

environnental quality in this state. And
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al t hough the prospects of cheaper power is
sonmething that the industrial, the commercial,

t he busi ness comunity of this state wel cones, it
is sonething that the environmental comunity has
often held in perhaps sonmewhat disbelief that we
coul d have cheaper power and at |east a status
quo in terms of our environment. The whol e

noti on that we can open up or markets to
conpetition for electricity presupposes one very
i mportant fact, that there is cheaper power else
where that can be purchased and transnmtted to
this state. |Indeed, if that weren't the case,

t here woul d have really been no conpelling
argunent to deregulate, to restructure the

mar ket s, because it wouldn't have provided any
econonmi ¢ good, it would have just sinply been an
act of |egislatures changing the periods and the
conmas in the |aw but not providing anything.

The issue was driven by the fact that there was
cheap power. That cheap power does not come from
New Jersey, it cones fromout of state. The
cheap power coming fromout of state is generally
generated with far dirtier standards than we have
here in New Jersey. Thus, the question that is

rai sed by many critics of the legislation is that
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in trading off cheaper power, are we there hy
giving up environmental quality that so many
peopl e have worked for in this state for severa
decades? And the answer has to be invariably,
yes, that one of the consequences of this will be
that by maki ng New Jersey the destination market
for dirty power for the nmidwest, we are going to
be adding to the NOx and VOC s in the air that we
try to keep out. Now in the |egislative debate,
we tried, nenbers in ny caucus tried to sponsor

| egi sl ati on that woul d have done a coupl e of
things. Certainly would have required | abeling
of the power, that was done, you have to know
what conponents your power has. W also wanted
to provide an econom c disincentive so that dirty
power from out of state was no nmore economcally
advant ageous than clean power within the state.
Unfortunately, it had that dirty word attached to
it, tax. The nenbers of my caucus and nysel f and
a whol e host of other nenbers proposed that dirty
out - of -state power shoul d have a hi gher tax

i nposed on it so that we can at |east put that
power on an equal footing with instate power. It
woul d have the purpose of doing a couple of

t hi ngs, providing an economn c disincentive for
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that dirty power. But also, putting the New
Jersey producers on an equal footing. Certainly,
if you can buy power out of state at ten, twenty
or thirty percent cheaper than you can get it
instate, instate producers are going to be at a
di sadvantage fromthose out-of-state producers.
And ultimately, if you take those scenarios and
play themout, we will be |oosing business
instate for out-of-state interest. That did not
happen. But | think we need to | ook at ways of
maki ng that happen. Certainly, it is true that
no matter what we do in New Jersey, those plants
will continue to exist. But sonebody has to take
the first step. And there is a notion out there
that if we propose legislation, that if severa
states were to take the step to do this

si mul t aneously, we woul d achi eve the end of
[imting the amount of dirty power. The problem
is, is that everybody has a you go first
attitude. So New Jersey will say to New York,
that's a great idea, you go first, we'll follow,
and Pennsylvania, and ultimately it doesn't
happen. Sonebody has to be the | eader. New
Jersey, for the |ast several decades, has been a

| eader in the northeast on environnental quality
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and environnental standards. | would argue that
we should continue to stick by that, and | know
that while it may, in the short run, produce sone
greater costs--or | shouldn't even say that. In
the short run it would elimnate sone of the

savi ngs that people could obtain through
deregulation. 1In the long run, it's going to
provi de much greater econom c good because it's
going to not only protect our environnment, but
it's going to place the producers in this state
on an equal footing with the producers out of
state, and that neans jobs and that neans
econonmi ¢ opportunity and activity. And that is
certainly something that was ultimately the goa
of the deregulation bill. Let nme conclude by

t hanki ng the Council once again for the
opportunity to be here today. | always

appreci ate any effort to share views on this. A
| ot of people, at the end of the day weren't
happy, and nmany people say if everybody's unhappy
with about a bill, it nmust be a pretty good
conmpromi se. | think all things being equal, it's
better than where we started, although we have
much work to be done.

MR, BERKOW TZ: Questions fromthe
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counci | ?

MR. MANGANELLI: This disincentive tax that
you will put on, will that provide via
di sincentive for industry conmercial to come into
and devel op here in New Jersey.

MR, W SNEWSKI: Well, it certainly could be
viewed as a disincentive to come to this state,
but it's not changing any of the requirenents we
have already. So if you're conpany that wants to
build a merchant plant in New Jersey, that tax is
not going to effect you because if you're going
to locate to New Jersey, you're going to have to
neet all of our requirenents to begin with. It
may, in fact, have the added benefits of hel ping
you conpetitively because those conpetitors out
of state that mght be able to generate nore
cheaply are going to be forced to bare sone of
the costs that you have to bare to neet the
envi ronnental standards in New Jersey. Thank you
Doctor, thank you.

MR, BERKOW TZ: Any ot her questions? Thank
you very nuch, Assenblyman | appreciate it.

There will be a lunch break. 1've been inforned
there will be a lunch break, and that will be at

1: 00 so you can plan accordingly. Assenbl yworman



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

47

Carol Murphy is not with us yet so we'll nove
along to Elizabeth Murray. |s she present?
Chief of Staff for BPU. |Is there a menber from
BPU who wi shes to present testinony?

(No response)

MR. BERKOW TZ: 1Is Gen Wiss in the
audi ence?

MR. VEISS: Yes. Good norning. |'mon a
little sooner than | thought. On behalf of the
PJM I nt er connecti on Organi zation, | would like to
thank you for this opportunity to testify at this
public hearing on the New Jersey Clean Air
Council. PIJMwas founded in 1927 and has evol ved
over seven decades as the commercial and
regul atory environnments have changed. PIJMis
responsi bl e for the operation of the |argest
centrally dispatched electric systemin North
America. As the nation's first fully functiona
I ndependent System Operator, PJM ensures the
delivery of electric power to over twenty-three
mllion people in Pennsylvania, New Jersey,

Maryl and, Del aware and the District of Col unbia.
The PJM Open Access Tariff, approved by the
Federal Energy Regul atory Comm ssion, has

aut hori zed the PIM O fice of the Interconnection
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to operate the bulk high voltage transm ssion
systemthat is owned and nmi ntai ned by the PIM
regi onal transm ssion owners. This high voltage
transm ssion grid consists of over 8000 mles of
hi gh voltage transnission circuits, which

i nterconnects generators to |load centers

t hroughout the PJM service territory and to the
eastern half of the United States and Canada.

The PJM operations control center admnisters

bi d- based whol esal e markets, in which

partici pants buy and sell electric energy and
generating capacity. PJM coordinates the
operation of 540 generating units within the PIM
control area for a total of over 58,000 negawatts
of generating capacity. PJMs market

partici pants buy and sell electric energy from
the generating units located within the PIM
service territory and from other areas of the
United States and Canada. Through this continua
shoppi ng for power in the hourly spot market, PJM
facilitates a conpetitive and robust energy
tradi ng market. Thus, sone of the energy
consunmed by New Jersey custoners may be purchased
fromgenerators in other areas of the country or

New Jersey generation could be sold to other
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areas of the country. Participants in the PIM
mar ket s now exceed 130 nenbers representing every
segnment of the electric power industry.
Menmber shi p includes investor owned utilities,

i ndependent power producers, federal power

mar ket ers, transm ssion owners, |oad aggregators
for retail choice and other users of electric
power. PJM s market has beconme one of the nost
liquid and active energy markets in the United
States. PJMis respected throughout the world as
a leader in the use of advanced technol ogy to
support this robust and nondi scrim natory and
conpetitive energy market. The average nonthly
purchases and sales within PIJM are nearly nine
mllion-megawatt hours. A growi ng nunber of
these energy transactions are purchases of energy
fromexternal generators and sal es of energy for
consunption outside the PIMterritory. [In 1998,

t he market pl ace becane increasingly deregul ated,
making it nore inportant for PIMto rapidly adapt
to changes and be responsive to the needs of the
mar ket pl ace. PJM mai ntai ned a conpetitive
environnment that offered an efficient energy
pricing nodel and equal opportunity for al

provi ders regardl ess of size. Three of the npst
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not abl e achi evenents in 1998 were: 1, initiating
the nation's first location specific energy
pricing systemcalled Locational Marginal Pricing
better known as LMP that allocates transm ssion
congestion costs fairly anong all transm ssion
custoners. Two, facilitating Pennsylvania's
Retai|l Choice program which hel ped the end user
customers select their electric providers.

Three, developing a Visible Capacity Market to
give retail choice providers of all sizes greater
flexibility in neeting generation capacity

requi renents to serve their | oad

responsi bilities. Expanding on a yearlong
custoner choice pilot program nost of

Pennsyl vani a's end users gained the right to
select their electricity providers as of January
1, 1999. This choice included at least--in ny
notes | have at |east one, but it's three,

provi ders of green power. These devel opnents had
significant inplications for the electric power

i ndustry. The PIM O fice staff worked closely
with menbers and regul ators to facilitate

i npl emrentation by: One, providing transn ssion
and nmar ket access for new conpani es, enabling

smaller utilities to acquire adequate capacity to
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conpete. W track dynamic shifts in service
responsi bilities as consuners exercised their
choice to select electric suppliers. And finally
we accommodate the needs and views of a rapidly
expanding list of PIJM nenbers, which included
establ i shnent of the End-Use Custonmer voting
sector representation. | hope it's clear fromny
statements that PJM I ndependent system operator
i s about choices. The PJM energy market in the
| ast two years has undergone many changes to
al l ow participant choices for energy transactions
on both whol esale and retail basis. How wil]l
der egul ati on change New Jersey's energy m x?
Question one in the program The answer lies in
the choices that are available to the end users.
In the coming year, PJM in collaboration with
state regul ators and market participants, wll
continue to devel op innovative solutions to neet
upcom ng chal | enges including the introduction of
Retail Choice in New Jersey, Delaware, Maryl and,
and parts of Virginia. Thank you again for this
opportunity.

MR, BERKOW TZ: Thank you. Questions?

MR ZONIS: M. Wiss, | think that the PJM

I nterconnecti on does a marvel ous job of neeting
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what it's considered to be. But | also think you
don't have anythi ng whatsoever to do with the
subj ect of this hearing, because PJM provides
econom ¢ dispatch, and | don't think you pay any
attenti on whatsoever to the environmental
consequences of the novenent of one nmegawatt hour
of power. Certainly, you're necessary so that
provi ders of green power or relatively high

qual ity power can be made available to the high
voltage grid that you supplied. But is there
anyway for PJMto assist in the subject of this
heari ng? How can you have a positive inmpact with
respect to the electric utility deregulation on
New Jersey's environnment? Because it seens to ne
| amfailing to hear any contribution that PIMis
maki ng to the basic problem That you're hel ping
to transport power, no question, | think that's
fine and that's a necessary part of it. But the
consuner in New Jersey is not going to be any
better off. And considering the 540 generating
stations that you called upon, how is that going
to help those of us who are consuners here in New
Jersey make the choice that we mght care to
make?

MR. VEISS: Excellent question. Part of a
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successful retail inplenentation, | guess in any
state, you have to have an infrastructure on the
whol esal e basis, | think PJM has denonstrat ed
that we have that. And in Pennsylvania, when
Pennsyl vania cane to us and initiated their

retail choice program it made it nuch easier for
themto have choices for their end users to
supply electricity. One of the things that PIJM
did do as far as giving choices to end users, and
one of those choices is to select clean power, is
to provide a nechanismof doing that. As far as
New Jersey goes, there is an initiative right now
with the New Jersey BPU. They've cone to us an
asked if PJM can hel p becone the adm ni strator
for tracking generation resource and the anount
of pollutants that they put out. W' re working
with the BPU on that effort. W could possibly
becanme an admini strator if the agreenents works
out for us.

MR, ZONI'S: That's hopeful. Thank you.

MR, MAXWELL: Could you el aborate just a
little bit, how would you follow a kilowatt or a
wat t ?

MR, VEISS: That's a very difficult thing

to do, and that's part of the agreenent. The
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qguestion he had is how do you track a red
megawatt and a green negawatt, and that's a very
difficult task to do. So we're putting together
some information right now which was a proposa
put before the BPU, | believe just several weeks
ago, to try to come up with a plan on how to do
that. All the answers are not known, it's very
difficult thing to do. | want to mention one
thing, a lot of information here |I've heard them
say that power's always being bought fromthe

m dwest. Now that is not necessarily true | ast
sumrer, we saw a trenmendous amount of power on
the PJM system being sold to the mdwest. In
years gone by we saw generations coming in from
the m dwest. As narkets deregul ated, there was
huge price spikes in the mdwest. A lot of PIM
generation was there, now one could argue that
generation is still returning no matter where the
megawatts go, the power plants are producing
electricity, and they have snpkestacks and the
wind carries. W're there as a facilitator for
t he market pl ace and anything we can do we woul d
like to work with the comm ssions or our nenber
parti ci pants.

MR, BERKOW TZ: Any questions? Thank you,
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M. Weiss, | appreciate your taking your tine. |
under st and Assenbl ywonan Murphy is here.

M5. MURPHY: |'ve not done this before so
you will have to bare with ne if | seemto be a
little nervous, because | am And | think what
' m nervous about is the fact that one of the
guestions you just asked the gentleman from PIM
relati ve to what happens in other parts of the

United States, what other facilities are burning
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what to devel op energy for their constituencies.

We have sone control over things like that, but

we don't have any real control. W can not stop

the air. W can not stop the w nds, and we

certainly cannot stop the econony in any state in

whi ch coal devel opment, coal nining and coa

burning is an econonic benefit for the people who

live there. And | would defy anyone to really

say that the State of New Jersey is going to pay

the salaries for all the people that would be put

out of work or would pay the federal governnent
to support all of these famlies who would be
i npoveri shed, or even woul d expect us to find
ot her jobs, other enploynment for these people.
So | think in the sense of reality, what this

bill does is the very best thing it could do,
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this bill encourages other conpani es, other
persons, other concepts to devel op nmeans of
supplying the energy that we need. This bil

al so requires that this state support those kinds
of systens and those kinds of green power
producers that will come along. Does it say that
we will throw out the baby with the bath water
and we will say to the people of New Jersey we
have freed you from high prices only to nake them
hi gher? O course not. We're here to encourage
busi ness, to encourage econony to develop the
concepts of new strategi es and new i deas and
think the bill does all of that very well. The
enm ssions portfolio is quite clear. The concepts
are laid out very concisely. W have al so spoken
very clearly about the kind of things that we
woul d want to see and the fact that we expect
peopl e to disclose these things to us so that the
consuners, custoners can neke very well guided
choices. But they need to be choices people can
afford to make, so is the consequence there isn't
any put aside to encourage the devel opnment of new
ways of finding our energy and repl aci ng our
energy needs by other neans. | don't think that

this bill is exclusive in anyway. It is not a
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bill that went after negative. It's a bill that
has gone to positively, positively encourage and
support better air in the State of New Jersey.
WIIl it happen overnight? | would defy anyone to
say we're going to do that. | really don't know
how on earth you would do that, and | don't know
how you woul d neasure that cleanliness. | don't
know what the measurenent and the baseline that
we are |ooking for honestly will ever becone
because it seens to nme that man constantly
strives to i nprove whatever | evel we have to an
even higher level, and so we should. But | do
not think we can deny people the opportunity to
continue to life in finding good jobs, to using
their mnds, to create new ideas, to strategies
and nmeki ng them cone to be while researching the
environnent for all of us. But | do think this
bill with it's nythology, with its benchmarks,
with its kind of portfolios and controls is a
very good thing. So, | amdelighted that you had
a hearing on this today. The issue of

deregul ation, particularly of an energy industry,
which we all the take for granted, and which has
probably been the nobst driving force to creating

a movenent of |life, the |ike of which we have
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never seen to allow the comunication of ideas to
go fromthe witten page that sonmeone studied 20
or 30 or a hundred years later to the instant
conmuni cati on where four or five people to nove
forward the ideas and m stakes we made al ong the
way. | would tell you we would not be human
beings if we haven't, but they are m stakes we
can correct because we are human bei ngs and

t hi nki ng people. | think the State of New Jersey
has gone very far in this bill. | think the
State of New Jersey has done sonme good and ri ght
things. | will tell you gentlenen in all of the
aspects of this bill | truly think that the State
of New Jersey has done a better job than any
state before. And | think when the end of the
day conmes that will be denonstrated here. And |
encour age your continued support that the

I egislation bill has had. | wll be happy to
answer questions.

MR, EGENTON:. Assenbl yworman, we were
reading an article here that nmentioned a nunber
of other states attenpted this, and in 1998 and
it withered, it didn't go anywhere. Do you know
any reason? | couldn't find in that article the

reason why it happened, what problens they faced
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that we m ght face.

MS. MJURPHY: | think one of the biggest
things the State of New Jersey did that no other
state has done was to address the tax issue. And
I think for New York State, particularly, when
they were in the mddle of trying to do their
deregul ati on, setup their consunmer choice or
custoners choice, the tax issue cane up and
everyt hing stopped sinmply because they hadn't
| ooked down the line and taken the worst problem
first, if you will, and addressed the baseli ne,
the economic problem before they went into the
deregul ation. The State of New Jersey did that.
And | think it was one of the greatest things
that this state coul d have done in the order of
which we did. It nmakes our bill totally unique
from any other one. Cot to watch where the noney
goes all the tinme.

MR, EGENTON. | just want to nmake a genera
comment, statenment, and thank you, Assenbl ywonan,
for your |eadership in ushering in that
| egi slation. And thank you for being here today
with us.

MR, MANGANELLI: This council is |ooking

into this, of course. How can we be useful, what
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ki nd of information should we seek as the counci
here?

M5. MURPHY: | think in ternms of
deregul ati on, because I'm | guess, a bit of a
futurist, if you will. | do believe that we wll
cone to the time when our hones will be without
wires, without the transm ssion apparatus that we
now have today. The future for sure. | do
believe that we will have a lot of things taking
pl ace in our state that change the whol e way
el ectricity or energy cones to us in the form
that it does. | think that for all of you being
involved with clean air, that's the thing you're
| ooki ng at because everything you do has an
i mpact on the air that we breathe. Anything we
do that changes what conmes from hones of the
em ssions that cone from honmes, the kind of

things that we develop as infrastructures, these

are things that will change the qualities of our
air also. | think it's nore subtle, but |
honestly do believe it to be quite true. | don't

know, beyond what you do you should be doing. |
think you do a very good job and I think you | ook
at things very clearly. | think you need to stay

appri sed of the kind of devel opnents that are
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coming fromthis, they will be vast, they will be

great and they will change our econony and our

whol e conmuni cati ons system Once again, these

changes are so enormous and so fast in our world.
MR, BERKOWN TZ: | have a question. One

coul d argue that cheaper fuel equates to dirtier

fuel. So if you want to drive the energy costs
down, what will happen is we will be selecting
dirtier fuel. One of the conponents of the

| egi sl ati on, however, is that the public should
be informed as to the consequences of their
action. Wat do you see the legislature's role
i n wat chdoggi ng the efforts to guarding the
public education systenf?

MS. MJURPHY: |I'mgoing to take issue with
you, one of things this bill has done is caused a
stale of a |lot of the older generation stations

that were involved in this state. Deregul ation

will come to states further west than us when the
i mpotence is there. It is the creation of new
means that will change what we're doing. It

doesn't have to be solar, it doesn't have to be
hydro, this kind of containment, changes what
happened in the air. So the question of

generation, the question of coal mning, people
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goi ng away i s what saves nobney. WII| there be
new systemin Al aska, they have coal burning for
a lot of the electricity and it's quite a

di fferent process than is used in this country

t oday because they are newer, newer built. So
technol ogy will take the place when the
commercial conpetitive input and the conpetitive
chance is there. Then you will see the
technol ogy and the different ways that people use
even sone of the fuels we have had before.

MR, BERKOW TZ: So it's your premse is
that the public education prem se is not
i mportant?

MS. MJRPHY: Ch, no.

MR, BERKOW TZ: So ny question again is,
how does the | egislature plan on watchdoggi ng the
efforts of the public education efforts?

MS. MJRPHY: One very small exanpl e,
relative to aggregation in the nmunicipalities.
And | nust tell you there concerns the consuner
education package on every single |evel, not just
one part of it, every single bit is what we're
concerned about. And | have placed calls how
soon it will be released and what type of

information. | believe Rich Bagger was here this
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norning to testify. We're clearly very
enotionally involved in the entire issue of
deregulation. We wish to see it made a success.
Conmuni cati on i ssues, when it was broken because
they didn't know which was the better choice for
a hundred different reasons, they didn't have the
education. W are committed to making sure that
every part of this education is there, every
single part, that includes the environnent as
wel | as everything else.

MR, BERKOW TZ: Any other questions from
t he council ?

MR. MANGANELLI: I'd like to ask the
Assenbl ywoman, there was an article in the Ledger
a whil e back about nucl ear power that's still in
the plans, what did you people see as you were
goi ng through details of this?

MS. MJURPHY: Probably we all saw different
things relative to nuclear power. Again, the
facility, the ground on which the facility is
created is quite valuable land. It brought
generation into areas where we will continue to
nmeet generation and the infrastructure, so they
are very valuabl e places. Nuclear power has had

a, certainly, a very controversial life. It does
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not contain an em ssions. 45 percent of the
state's energy is devel oped from nucl ear power.
Do we say to people go w thout because we don't
want to use the nuclear facilities anynore? |
t hi nk, again, you have to try the marketplace on
these. Quite often we are prognosticating before
we have definition, a very scary place to be, but
a very exciting time. So the balance is always
fascinating. Thank you.

MR, BERKOW TZ: Thank you very much. Ha
Bozart h.

MR. BOZARTH. Good norning, Dr. Berkowitz

and menmbers of the Clean Air Council. |

appreci ate the opportunity to do this. If | can
figure out how this works, I'd be nuch better
off. I'mhere today in a dual capacity, one as

the executive director of the New Jersey Chem ca
I ndustry Council, conmprised of fol ks that you al
probably can guess who they would be. Dr. Zonis
coul d probably guess who they are. And secondly,
as the spokesperson for the Coalition of
Conpetitive Energy, which was one of the primary
movers and shakers, if you will, in the
just-finished deregulation battle that the

assenbly people tal ked so el oquently about. And
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Assenbl ywoman Mur phy was an anmazi ng asset for
everyone in the process to have. She not only
has a dynamic personality, but she see really can
crystallize points extraordinarily well. | was
very inpressed with what she just did. She nmade
a couple of points that all | want to do is
underline. And that is the benefits of an open
conpetitive marketplace directly related to what
you will and we all are about, and that's clean
air and environment. But first, why all of a
sudden was there a push to free up nonopoly
systens that have been in place for alnost a
hundred years? Here's the answer. M friend in
public service loves this chart. The states in
red are all states with |ower prices for energy
than New Jersey. The state in yellow is New
Jersey. It has rates on average 50 percent above
the national average. That's why we went through
deregulation. It was clear that one of the
conpetitive pressure points for business in New
Jersey was the high price of energy. And so
deregul ation had at its core the primary function
of lowering the cost of this exorbitantly high
energy. But there was another benefit to it in

an open conpetitive marketplace, you have to
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remenber, this marketplace had been sinmlar to
those in Russia and Eastern Europe, closed for a
hundred years. No innovations other than the
attenpted nucl ear, no innovations in billing, no
i nnovations in environnment inprovenent. In fact,
if you look at the air inventory for our coa
fired plants here in New Jersey, you all in the
Clean Air Council would be shocked to find out
that they are probably as bad as, if not worse,
than our bad friends in the m dwest that we cry
that that their air will be com ng over to New
Jersey. So that's sonmething that | think is
goi ng to change because of the open conpetitive
mar ket pl ace. A couple of facts, 89 percent of
the m dwest coal fired plants now are capacity
full, 89 percent. Wth the addition of

deregul ation in New York, Massachusetts,

Pennsyl vani a, New Jersey, Maryl and, just Del aware
three weeks ago, any additional capacity that's
going to be utilized in the mdwest coal fire
plant is going to be taken up by people in the
mar ket pl ace now, not New Jersey. And guess
where, if that air is dirty, it's going to go?
It's going to come this way. So the worst case

scenario, frommy point of view, is to not get
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any regret of these exorbitantly high rates and
still after that air, whatever it is, comng in
to New Jersey. To nme that's a |ose/lose
situation. You're stuck with your nonopoly
supplier's charging you the seventh higher rates
in the country and the air is not getting any
getting any better. Optimistically, here's what
a free market will did. W' ve already seen

i ndependent power producers being encouraged in
New Jersey, and we know that their technology is
at least 20 to 30 percent tines better than the
exi sting technol ogy of the nonopoly suppliers
here in New Jersey. That neans if you all did
not hi ng but encourage the existing independent
power producers in New Jersey to expand their
operations, we can clean New Jersey's air

Here's another thing that you should know, al
sorts or new technol ogi es are com ng forward

Al lied Single has sonething called a turbo
generator. |It's about the size of up to about
here and maybe six or eight feet in. And because
of its new technology, it can supply a
supermarket, a hospital, take themright off the
grid fromall those coal fired plants in the

m dwest, do it cheaper and do it extraordinarily
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cleaner. That's what M's. Mirphy was talking
about, about what happens with new technol ogy
when mar ket pl aces are open, good things begin to
happen. And one of the benefits here is the good
things are going to happen to the environnent,
because we'll get away fromthe old coal fire

pl ants that New Jersey is so fond of calling
their owmn. If you came in on 129 today and you
| ooked left, you saw a stack about 200, 300 feet
tall. And if you were unlucky today, you saw the
em ssions fromthat stack and it was red,
reddi sh/ brown, | cone that way every norning,
it's a coal fire public service plan. |If you
conpare all the existing instate utility

em ssions to all the em ssions instate to

chem cal conpani es, which one do you think is
larger? |It's not the chemical companies. So if
we encourage new technol ogy, and if we encourage
the divestiture of these polluting coal fire

pl ants here in New Jersey, we can nake an

i medi ate i nprovenent in the air. Dr. Manganell
asked what could the Clean Air Council do in
order to help, and | have a couple of specific
suggestions, | know ny tine is running short.

Nunber one, for safety idea of inposing a tax.
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Taxes are regressive ways to change behavior that
never really works. |f you watched your history
anywhere in New Jersey, you'll see, nunber one,
people don't |ike taxes. Nunmber two, they really
don't change behavior. So | don't think that's a
solution to the air problemas you all are afraid
that exists. Second thing you can do is enbrace
t he open market situation, the utility

deregul ation, wite a letter to Herb Tate in the
board of public utilities, and denmand that the
mar ket pl ace that they're now in charge of is open
as far as it can possibly be. Demand nunber two,
that utilities be forced to invest their coa

fire polluting assets here in the State of New
Jersey. And three, denand that the shopping
credit, which is in the bill, be allowed to be
expanded, which they have the authority to do, so
that we all can shop for sonebody el se's power.
The bill calls for, after three years, a ten
percent reduction in New Jersey rates.

Hal | el uj ah, isn't that wonderful. Remenber we're
50 percent above the national average. Ten
percent is good, but remenber what our goal is.

If the shopping credit is |arge enough, we'll be

able to buy power from a whol e bunch of different
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sources. So the benefit for us, financially,
could be significantly nore than ten percent,
that's really good. Here's the next thing you
can do. You can make sure that the Board of
Public Utilities does everything in its power to
oppose what the |legislation gives themauthority
to do, and that is to put sonmething in place
call ed execute. M friends in the nonopoly
supplier comunity during the |egislative debate
said, oh, we can't have all our custoners |eave
because if we give them a real open narketplace,
guess who they woul dn't be buying their energy
fromand so the utility said to keep themin so
we don't |ose our custoners, we have to have an
ability to apply an exit fee, so that anybody
that | eaves our system has to pay us a charge
because after all we built these coal fire
polluting plants. So | think the legislation is
worded in a way that no exit fees are an

i medi ate threat, | think you should wite to the
board and say, never ever inpose an exit fee.
Because if you inpose an exit fee, then people
won't | eave the system they' Il be stuck with
their extraordinary high cost, nunber one. And

the air won't get any cleaner, nunber twod. So
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you don't want people stuck in the nonopoly. You
want people to shop, give themthe opportunity to
buy from Green Muntain Power, give themthe
opportunity to buy from an i ndependent power
producer who's now in the marketplace. G ve them
an opportunity to put a 20 mllion dollar
cogeneration facility in their industrial plants
so that their rates can go down. All those
things will increase the quality of air in New
Jersey. And that's the benefit of an open
conpetitive marketplace. W' re |ooking at the
world fromthe old paradigm only one supplier
and you only buy your gas and electric from
public service, that is the old paradi gm

There's been a fundanental shift, as Ms. Mirphy
said. And it's nore than just a quick little
shift like nost legislations, this is cataclysmc
in the way the world will ook five years from
now. You will have the choice of buying your
energy from whoever you want. You'll be able to
shop on price, environnental cleanliness, as |ong
as we nmeke sure there's truth in advertising. O
you can stay with your nonopoly supplier because
you |like the color of their trucks or whatever

your reason night be to pay 50 percent above the
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nati onal average. If you want to do that, that's
certainly your right in America. But you ought
to enbrace the content of an open marketpl ace and
the ability to shop and do the right thing for
the environnent. Thank you very nuch.

MR, BERKOW TZ: Dr. Manganelli.

MR, MANGANELLI: | |ike your map.

MR. BOZARTH: Thank you. W had a |ot of
success with it in the |legislature.

MR, MANGANELLI: | see there's a yellow one
and a white one, too.

MR. BOZARTH:  Yes.

MR. MANGANELLI: But why does New Jersey
have this higher rate for energy than anybody
el se?

MR, BOZARTH. That was a question we
continually asked in the |egislative process, and
the answers were pretty much as follows, the
devil made ne do it, charge higher prices. W're
payi ng too nuch for sociatial benefits that are
included in our costs, and there's truth to
that. And we just can't do it any cheaper. One
of the problens of the high price of electricity
in New Jersey in the last couple of years has

been, quite frankly, that the fol ks who run the
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nucl ear plants can't get themto run on the
average fifty percent of the tine, so they have
to buy replacenents power for that. So the cost
of operation--you have to renenber, in a nonopoly
situation, it's not like a chemcal or a

phar maceuti cal conpany, people aren't worried
about the marketplace, their custoners never

| eave. So consequently, our prices in New Jersey
have soared expeditiously. G ven the fact that
nucl ear plants don't seemto be able to run right
all the tinme, that's another hunp, plus we put a
ot of taxes and I'Il certainly adnit to that.

But it's clear that our neighboring states have
significantly |ower rates and they're noving to a
der egul ated energy econony, so their rates are
going to go down. This is an old nap, New York
is now down bel ow nine cents rather than el even
cents. Pennsylvania and Del aware are now
significantly lower. So from an econom c stand
point, we're losing the battle for conpetition
for jobs because energy is such a |large part of

t he conponent of nobst manufacturing jobs. Al of
you are aware that in order to have a vibrant
econony, sonebody's got to nmeke sonething. You

have to add value to a product to nake wealth.
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You can't just service sonething that's not
there. So in order to keep New Jersey's econony
vi brant, | submt you must nake sure it's people
who nmake things, want to stay here, rather than
go to one of these other 49 places where it's
cheaper. Constant tug and pull but, Dr.
Manganel |i, that's basically the point. The open
mar ket pl ace never existed for these nonopolies so
there's never been any push on price. Every rate
i ncrease ever requested by any utility in the
State of New Jersey for the |ast hundred years,
every single one, has been approved. There has
never been a rate increase denied, that |I'm aware
of. There may have been a reason in 1911 to have
a nonopoly situation for energy supply, and I'm
sure back then Tom Edi son and the boys knew what
t hough were doing, but that's a long tine ago.
It's time to shed this dinosaur

MR, BERKOW TZ: M. Bozarth, you said you
wel conme an open conpetitive marketplace, and | et
peopl e sel ect as they may based on fair
advertising. What's your view on howit's going
to be represented?

MR, BOZARTH. Well, one of the things |

worry about is that every new supplier in the
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State of New Jersey will say nmy energy's green
And we've testified to the board and the
| egi slature to nake sure that we have a good
definition, as Ms. Mirphy eluded to, about what
green really is. |If you're going to sell on
price, fine, if you're going to sell on green,
let's all decide what the fair definition of the
probl enms are. About three years ago a fellow
came to nme from Kentucky, an energy nmarketer, and
said he can supply all 105 nenber conpanies in
the chemical industry council at that point of
time for energy industrial rate at about 2.3
cents a kilowatt hour, now nine cents a kil owatt
hour in New Jersey. | said, howin the world can
you do that? He said, the narketplace is vibrant
enough to allow me to get electrons into the
manuf acturing plants for a hell of alot. He
said something that stuck with ne. He said in
ten years and probably before, you will go to
your Acne and sign up for your energy supplier as
you pay your bill for your groceries. | said,
that's crazy. He said because energy will becone
a fungi bl e--what's the word?

MR, ZONI'S: Commodity.

MR, BOZARTH. Commodity, thank you. That
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people will use it. If you promise to buy your
groceries at Acnme, we'll give you your tel ephone
and electric on the side or whatever the
conbination will be. Now, think about that, that
means all ny friends that shop at Acnme will be
aggregating thenselves to get a | ower price. Now
a lot of people are going to mature in their

t hought process and they're going to say, price
is not the only thing around here, | want to make
sure that I'mnot paying for nore. | want Green
Mount ai n Power because | believe their ads. As
long as there's truth in advertising, as long as
they' ve got a good m x of energy producing things
to offer to people, | think that's great. That's
the open marketplace. Frankly, that's the
American way, don't just offer one thing, |et
peopl e choose. That's what energy deregul ation
is all about, choice and | ower prices. As |ong
as we allowthe exit fees to say in place, we're
not going to have those things.

MR, MANGANELLI: Those industries that you
represent, how are they facing this energy issue,
are though going into nore conservation of
energy?

MR, BOZARTH. That's a great question. As
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you know, because you know so nmany of those
peopl e, they're watching every dinme. They know
energy is, in sone cases, 15 to 20 percent of
their operating cost. So they've |ooked at ways
to conserve. It's not a different kind of |ight
bulb that's going to save the world here. M
fear is that they will vote, in effect, with
their feet, and go to the places, Louisiana and
Texas, and their nunbers are certainly smaller
and growing smaller, where they can afford to
operate nmore efficiently. What | think though,
what you're getting at, what else will they do,
they'lIl go to on site cogeneration, and |I'IIl give
you a coupl e of exanples of conpanies that did
it. One is Ceneral Mtors. General Mdtors had
an old mlIl built sonetine, | want to say the
'50's, which was clearly for electric
regenerating purposes, simlar to a coal fire
plant, it was a dinosaur, |lot of pollution, high
cost, problematic. They noved to--they wanted to
nove on an on-cite cogeneration facility in order
to cogenerate their electricity, both of which
they could use at a significantly | ower cost at a
better hit for the environnent, much | ower

em ssions. Public service, |I'd hate to pick on
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you, Jim threatened to bring themto court to
say you can't |eave our systemw th your plant in
M ddl esex County because that would be unfair to
us because we woul d | ose you as a customer
because you pay a | ot of nobney. General Modtors,
smart they are, went to the | eaders of the State
of New Jersey and asked for help hand Ms.
VWhitman's administration said there shall be no
exit fee for the General Mdtors plant in Linden
because guess what, it was ready to be cl osed
down. General Mdtors folks |ooked at all their
manuf acturi ng plants as you woul d hope they would
do around the world and found the top two hi ghest
when it came to energy costs, one was in New York
and the other was in Linden. WeIlIl, they just
shut down the one in New York, and guess which
was now nunber one on the general Mtors |ist,

Li nden. Linden had to do sonething. Since it
couldn't shop in the open narketplace, it

i nvested in excess of 20 million dollars in new
on-site cogeneration facility, which benefitted
everybody except the stockhol ders of PSE&G, |
guess they lost a penny or two. But | didn't see
it fromstock reports. So that's what people

will do, they'Il either buy fromindependent
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power producers that are there already in the
state, or they'll buy fromout-of-state suppliers
whi ch are cheaper, or they'll invest in on-site
cogeneration facilities |like Princeton University
did two years ago. Simlar story, couldn't
afford the higher rates of energy any nore,

i nvested the nost noney Princeton University ever
i nvested in any capital project and put in an
on-site co-facility, their cost for energy went
significantly down, their em ssions went down,
the air was better, tuition stayed a little

| ower, everybody shoul d have been happy. One guy
wasn't, but you know who that is.

MR. MANGANELLI: How do you feel that
publ i c education on this problem should be
carried out?

MR, BOZARTH:. | think public education
shoul d be done sinilar to what happened in
Pennsyl vani a. Throughout, be constant on air
conmer ci al s about this, we now have to choose.
One of ny disappointnents was that the utilities
are in charge for choice here in New Jersey, and
the noney it's going to cost, they're going to
bill that to us in rates, that's a shame. You

win one and you | ose one. But the bottomline is
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the nore education the better
MR, BERKOW TZ: We're going to have to nove
on. M. Torpey.

MR. SIEBENS: Thank you and good nor ni ng.

My nanme is not Jim Torpey. I|I'mtraveling as an
alias. M nane is Chris Siebens. |'mthe
manager of the regulatory problens. | nmnage the

energy efficiency prograns for GPU Energy in New
Jersey. Jim Torpey had a death in the fanmly
could not attend. | wanted to start out by
congratulating the legislature on a very exciting
and effective birthing experience of the
legislation. It is, | believe, a good franmework
for getting a lot of the initiatives and support
in place. But as all parents know, the birthing
experience is only the beginning. This norning
tried to persuade ny son to go to school, despite
a sore thought, that it's not always confortable
to make a commitnent to progress. But conmitting
to progress is what we have to do everyday. So
it was worth going to school. And this
restructuring legislation is worth conplying
with. As the only utility in New Jersey that has
di vest ed of generation assets, GPU Energy may

contribute unique perspectives on sone
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environnental issues. By the end of the year
2000, the only energy supplied to our custoners
fromplants we own will be fromthe Yards Creek
punped storage facility. W wll buy virtually
all our energy supply from generation sources
owned by others. W therefore have a focus on
the affordability and generati on sources owned by
others. W therefore have a focus on the
affordability and practicability of environnmenta
initiatives in the larger context of ongoing
restructuring activities. The changes are
massive, and GPU is comitted to inplenenting
them effectively and responsibly. W are
extremely optim stic that environnmental

i mprovenents will be realized with the Act, and
with new federal em ssions standards that start
phasing in this year. CQur comments now focus on
the questions raised. WIIl New Jersey's fuel mx
change with deregul ati on? The question requires
some specul ati on on custoners' choice of
suppliers, but in the near term irrespective of
buying fromthe sources that are currently

avail able. As new supply sources becone

avail abl e, and federal regulations taking effect

this summer cause the econom cs of existing
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pl ants to change, there will likely be a gradua
shift toward cl eaner sources. WIIl New Jersey's
air quality inprove with deregulation? New
federal regulations start this year and phase in
over the next four to five years that will reduce
SO2 and NOx enissions nationally upwi nd of New
Jersey and therefore will inprove air quality in
New Jersey. These regul ati ons happen to be

i mpl enented concurrent with deregul ati on, but

will directly inpact generation on a nationa
basis. That will have a positive inpact on New
Jersey's air quality. What is the State doing to
provi de custoners information in selecting an
energy supplier? According to the Act, citizens
wi Il have information on the fuel mx and

em ssions of suppliers that will enable themto
make inforned choices. Later this week, GPU
Energy and other parties will comrent on draft
rules called for in the Act. GPU is generally
supportive of energy suppliers' accountability to
i nform custoners of what they are buying.

However, to neet that objective effectively, the
i nformati on provi ded nust be val uabl e,
under st andabl e and credible to the nmarket, and

the adm ni strative processes nmust be practicable
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and econonic we nust take the tinme necessary
to"do it well". As with any new product, we
woul d strongly recomrend test marketing the
content and format of any product to be used.

How can state government protect against

em ssions fromless clean, out-of-state energy
sources? GPU woul d recommend agai nst i nposing
new standards on top of the new Federa
regul ati ons about to take effect. W do not see
it in NJ's interest to discourage or elininate
potential suppliers by inmposing additional |ayers
of regulation. Rather, we recomend nonitoring
the progress of the Federal regulations, and do
what makes sense over tinme based on that inforned
experience. The last two questions address the

i mportant issues of support for new clean energy
sources, and energy conservation. WII
deregul ati on provide incentives or disincentives
for conservation and renewable power? GPU is
committed to the future of conpetitive markets
for distributed energy resources and energy
efficiency. Wth respect to new cl ean sources,
we' ve been actively | ooking for ways to introduce
new sources of electricity that are |ess

polluting than traditional central station fossi
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fuel electric generating stations. These efforts
| ead us to conclude that one of the best ways to
ensure that deregul ati on doesn't adversely inpact
New Jersey's air quality is to make renewabl e
energy avail able to the marketplace. GPU s
conpetitive efforts in this regard are based in
our Technol ogy Ventures group. Technol ogy
Ventures is the part of GPU s business dedicated
to finding and devel opi ng i nnovative technol ogi es
with potential for being najor players in the
future energy arena. Technol ogy Ventures, whose
goal is to nmke renewabl e energy an integral part
of energy supply, is currently imersed in
various projects in the distributed generation
field. Two of GPU s Technol ogy Ventures that

wi || rmake renewabl e energy avail able soon in New
Jersey's energy marketplace target fuel cells and
photovol taics. The first venture is our equity
investment in Ballard Fuel Cells. Back in 1996
GPU was the initial investor in Ballard
Generation Systenms, a conpany formed by Ballard
of Vancouver and GPU. Ballard CGeneration Systens
wi || devel op and market a nunmber of clean fue
cell products for applications ranging from

hospi tal s, manufacturing, and tel ecomrunications,
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to providing New Jersey homes with clean
non-pol l uti ng heat and power. Qur first
250-Ki l owatt product will be available in New
Jersey sometime next year. Qur second venture is
through GPU Solar Inc., a joint venture with

Ast ropower a | eadi ng manufacturer of solar

el ectric photovoltaic nodules. GPU Solar is
selling residential packaged photovoltaic systens
that provide homes in New Jersey with up to 50%
of their annual electricity use. A GPU Sol ar
systeminstalled in Lakewood, New Jersey is

provi ding the honme's residents with 48% of their
winter electric use with that nunmber likely to
rise this summer. GPU Solar is also devel oping
green power plants in California and Pennsyl vani a
and is | ooking forward to the devel opnent of this
mar ket in New Jersey. Wth respect to
conservation and efficiency supported in the Act,
GPU Energy has provided a | eadership role in the
State in the inplenentation of numerous energy
efficiency initiatives, and is committed to the
Conpr ehensi ve Resource Anal ysis process currently
bei ng undertaken by the BPU. We have conmitted
resources to provide input to this process and is

maki ng every effort to see that the nobneys set
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aside in the Act via the Societal Benefits Charge
for renewabl e energy and energy efficiency
nmeasure are spent wisely and effectively. Part
of the scope of the CRA process will be to
expl ore market barriers, disincentives, to
i nvestments in cost effective energy efficiency
and renewabl e technol ogi es, and target resources
where the barriers and opportunities are
greatest. In closing, the Act will provide for
many ot her renewabl e energy busi ness
opportunities if left to do what the |egislature
intended it to do. These opportunities wll
ari se through inmplementation of this law s
national ly significant environnmental provisions
such as the Renewabl e Energy set-asides in the
Soci etal Benefits Charge and the Renewabl e
portfolio standards. GPU believes the
| egi slature did a good job protecting New
Jersey's air quality and that these business
opportunities can only be good for New Jersey's
envi ronnent. Thank you.

MR, BERKOW TZ: Questions? M. Zonis.

MR, ZONI'S: M. Siebens, first of all, |1
t hi nk GPU shoul d be conmended for participating

in the fuel sell operation. You point out
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earlier by the end of next year it's only Yards
Creek that will supply, | guess, in-house power.
And | would presune fromthat that you are

al ready purchasing fromrenote | ocations sone
signi ficant amounts of power here in 1999, is
that not the case?

MR. SIEBENS: That is the case.

MR, ZONI'S: Are you know edgabl e as to what
t he environnmental em ssions are for such renote
power that you purchased? That is, can you, if
you have the date in front of you now, can you
tell us that ten percent of your power is com ng
from coal burning plants in Indiana or Kentucky
or soneplace, do you pay attention to that now?
Because | woul d assunme you woul d be paying
attention to it when the full effects of the new
Act are enforced.

MR. SIEBENS: Thank you. In ny current
job, I don't know those nunbers off the top of ny
head. As the regulations unfold, at |east for
the imediate future, GPU energy will be the
supplier of the--the default supplier, and
therefore we will have to conply fully with
what ever the requirements are. | don't know the

detailed, the direct response to that question
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today. | know that we know our energy sources
and who we're buying power from But on a daily
basis, | don't knowif | can respond to that.

MR, ZONIS: It's interesting because here
it is the mddle of April, and |I gather while
these regulations are still in draft form it's
going to be the first of August that we al
assunme they'll be in full force and effect, and
that gives you just a handful of nmonths to
devel op the procedures to where these | abels and
what not can be provided to the public. It seens
to me that GPU or anybody el se that proposes to
supply power to the consunmers in New Jersey
shoul d be devel oping their procedures now so that
they know that ten percent of their power cones
from Pennsylvania, it's fromcoal, it has X
pounds of SO2 or all the other standards, and
we'd be starting to develop that information.
think, as | say that, I'ma little bit
di sappoi nted that you can can't tell us now that
the purchases that you make are at a certain
| evel and that cone next year or 2,000 or
what ever, they will be at sone other |evel,
hopefully better or not or whatever. But | would

like to suggest to GPU or any of the other people
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who propose to be providers in New Jersey that

they get cracking on this and start to nake this

i nformati on avail abl e.

MR. S| EBENS:

under stand that |

Let me make sure that you

personally am not directly

linked to that process, and therefore |I don't

know. | would be happy to respond to provide you

that information and i nformati on about our

capability.

MR. ZONI S:

That's fine. | woul d

appreciate that, and | would thank you if you

woul d take an effort to do just that.

MR. SIEBENS: That woul d be fine.

MR ZONI'S: Thank you.

MR, PALMER: | |ike the efforts you're
maki ng on solar and fuel sell. The annual R&D

budget that you have for pursuing solar and fue

sell technology, if you have any idea of what the

nunber is for the all

regi on.

MR. S| EBENS:
t hat question. I’
is. Internally, |
it for the region.

MR. PALMER

of the conpanies in the

do not know the answer to

see if | can find what it

don't know that we can provide

woul d say the only way we're
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going to get sonmeplace with solar and fuel sel
is if we're spending enough noney on R&D to
really acconplish it

MR, SIEBENS: It's an interesting point.
R&D i s one aspect of technol ogi es devel opnent.
Devel oping a delivery infrastructure that's
reliable and that may support a market for the
technology is equally or even nore inportant.
Phot ovol tai ¢ technol ogi es on a technical |eve
are really pretty nuch available, they're just
expensive. And plus, there's no infrastructure
to deliver, and nore inportantly, maintain them
and respond to the market. That may have
difficulty installing these things properly.

MR, MANGANELLI: Here's sonmething | think
you woul d know sonet hi ng about. We're talking
about energy efficiency, years ago we had a
public hearing, we were tal king about coal at the
time, one of our greatest resources in this
country. Has progress been nade on this so we
can still use this sizable anpbunt of natura
energy sources? Have you been doing that?

MR SIEBENS: Again, that's not in ny
personal bag of tricks. | work with custoners

and their energy efficiency, whether they have
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opportunities, lighting, notors, air
conditioning, that kind of thing. Wth coal gas
and those other projects, we are, as a conpany,
contracted to them and aware of them |ess so
t oday because we're diversing in our generation
focus, but, again, |I'd be happy--

MR. MANGANELLI: Send us information.
Also, | read where you sold unit within the Three
Ml e Islands, right?

MR. SI EBENS: Yes.

MR, MANGANELLI: Another outfit bought them
and feel that they can do the job and yet you
peopl e consi dered you couldn't do the job of
this.

MR, SIEBENS: It's not a question of
whet her we can do the job, it's whether the
focus--the question is if we're getting out of
generation, is that a declaration of defeat on
the generation side, and no. It's a business
decision to have a focus on infrastructure. On
t he business, transm ssion, distribution
busi ness, possibly gas conmpani es, |oca
di stribution, not on the conpetitive energy
supply that other conpani es have focused on.

MR. SPATOLA: | have a very quick question
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I want to ask you. You're saying you're going to
be changing in the not so distant future. Are
you at |least aware at this point whether you'd be
acquiring pool ed power or from sources where it's
originally generated in the future so you'll know
the point of generation of the electricity that
you'll be marketing?

MR. SIEBENS: The question is, will we know
exactly what the source of our energy is. W'l
be paying off of PJM as one of our sources from
ot her brokers according to what's available in
the conpetitive nmarket. You don't necessarily
have the paper and the accounting to know exactly
how.

MR, BERKOW TZ: Thank you. W're going to
have to nove on. |s Mark Brownstein here?

MR. BROANSTEIN: Yes. On behalf of the
Public Service Electric and Gas Conpany, |'m
pl eased to provide testinony for the New Jersey
Clean Air Council and the inpact of the electric
i ndustry restructuring on the environnment as you
may recall |ast year's Council meeting was
focused on nmaintaining the federal health
standard for ozone here in New Jersey. At that

time, | testified on the relationship between



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

93

coal fired power plants |ocated in the south and
the m dwest and New Jersey's ongoing air quality
problems. Fromthat testinony, you may recall a
few inportant facts. First, ozone neasurenents
taken by research aircraft flying al ong New
Jersey's western border show that during a nunber
of sunmertinme ozone episodes, air entering New
Jersey al ready exceeds the federal health
standards for ozone. Second, over 40 percent of
the total ozone affecting New Jersey's air
quality comes fromout of state sources. Mich of
this transported ozone is the result of nitrogen
oxi de enissions from power plants | ocated in the
south and m dwest that, coincidently, operate
with tall stacks and little or no environmental
control. Third, unregul ated power plants in the
south and m dwest enjoy a conmpetitive advantage
over plants in New Jersey, which have advanced
pol l ution control technol ogy and hi gher operating
costs as a result. Over the past ten years,
PSE&G has spent over one billion dollars, that's
with a "B", to dramatically |ower eni ssions of
NOx, sul fur dioxide particulate matter, carbon

di oxi de and other air pollutants. W' ve achieved

t hese reductions through a conbination of
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installing advanced eni ssion controlled
technol ogi es on our existing generation with
powering a significant portion of our generating
capacity with state of the art conbined cycle
natural gas technology. And also, nodifying our
fuel profile by switching to and co-firing with
gas. These steps were taken as a result of
voluntary initiatives that the conpany undert ook
and also the result of New Jersey's stringent
envi ronnental regulations. You may al so recal
fromlast year's hearing that PSE&G urged the
council menbers to take two actions to address
the problem of pollution transport. First, we
asked you to express support for a federa
proposal to regular power plant NOx em ssions
across the eastern United States. And second, we
asked to you support in corporation of specific
environnental protection provisions into federa
and state electric industry restructuring

| egislation. Well, whatever you guys did in the
i ntervening year, you did a marvel ous job because
today |I'm here to say that substantial progress
has been made on both of these issues. First,
this passed Septenber, the US Environnental

Protecti on Agency adopted a proposal to
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significantly reduce and cap NOx enission across
22 eastern states by May of 2,003. This is the
first tinme that the federal governnment has taken
deci sive action to address the issue of pollution
transport. Equally inportant, this action, which
is prem sed on establishing a uniform .15 pound
per mllion BTU for NOx em ssion rate for al

power plants in the 22 states. It denonstrates

t hat EPA now understands the rel ati onshi p between
electric restructuring and air quality. PSE&G
bel i eves that EPA's decision to take action to
reduce power plant NOx em ssion is a harbinger
for future federal action on other issues of
concern, such as nercury em ssions from coa

fired power plants and power plant

contributions. Second, the restructuring

| egi sl ati on signed by Governor VWitman this
passed January contains a package of

envi ronnental provisions which placed New Jersey
in the forefront of states seeking to harnonize
energy and environnental policy. On this point,
we' re heard a number of speakers el aborate on the
initiatives, but let me just underscore them
First, mandatory environnmental disclosure for any

one selling power in New Jersey. Wen consumers
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begin to make choices this August, they will have
the informati on necessary to choose an energy
suppl i er based upon environnmental performance.

By the way, it's not just information for those
conpani es who choose to market their product, but
it's for all suppliers. An inportant consuner
information. And in addition, consuners wll
have the ability to distinguish between conpeting
pl ants made by different green power suppliers.
Added to that are protections to make sure that
when a consuner pays a premumprice for a green
product that they will actually get what they
paid for. This is unique in the United States.
We have, probably the finest environnental

di scl osure program anywhere in the US right now,
Second i nportant piece of the bill is
preservation of New Jersey's strong comritnent to
exi sting energy conservation. New Jersey,
historically, as it was nmentioned earlier, has
been of the npbst aggressive and successful energy
conservation prograns in the United States. The
good news here is that in addition to preserving
that comm tnent that there will be approximtely
an additional 120 mllion dollars annually each

year over the next four years to finance new
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energy efficiently prograns here in the state of
New Jersey. And as ol der prograns begin to phase
out, sone of that noney, in turn, will be devoted
to new prograns as well. This is also unique
anong state restructuring bills. A third

i mportant provision is that there are a suite of
provisions in the bill to encourage the

devel opnent of new energy resources in New
Jersey. Including net metering provision, a
renewabl e portfolio standard for all power
suppliers in New Jersey, and the guaranteed
source of funding. And finally, it was nentioned
earlier as well, the Board of Public Utilities
has the authority, in consultation with the DEP
to set an environnental performance standard when
and if they reach the conclusion that regiona

and federal efforts to regulate power plant

em ssions aren't working. These provisions are
great, and they're all the nore inpressive when
conpared with the restructuring prograns of our
near est nei ghbors. Pennsylvania, for exanple,

| acks a di scl osure requirenment because there's no
portfolio requirenment, it offers no funding for
renewabl e resources, and requires no funding for

energy efficiency prograns beyond the relatively
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smal | amount that Pennsylvania utility conpanies
currently spends. | n New York, New York requires
no renewabl e portfolio standard and requires only
a small anpunt to be collected each year for
energy efficiency progranms. And although |I have
not seen the actual bill yet, ny understanding is
that in Maryland, there's no financial support
for renewabl es or energy efficiently. On the
whol e, therefore, PSE&G supports the

envi ronnental provisions contained in New
Jersey's construction legislation. And we think
that the Clean Air Council should be very

pl eased. Fromthis point forward, PSE&G s
efforts will be directed toward nmaki ng sure that
these provisions are inplemented in a fair
effective and tinely manner. We plan to work
closely with the Board of Public Utilities, the
New Jersey Departnent of environnental Protection
and ot her stakeholders to make the various
environnental initiatives in the legislation a
success. | would be rem ss, however, if | did
not call your attention to one inportant piece of
unfini shed business related to restructuring of
New Jersey's environnment. EPA' s 22-state plan to

regul ate power plant NOx em ssions is under heavy
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political attack. Several m dwestern states
joined by their utilities have sued in federa
court to block the plan. Several of these states
have publicly declared that they will not adopt
the necessary regulations to inplenment the
program And M dwestern utility conpanies are
ri ght now wal king the halls of Capital Hil

convi nci ng nenbers of congress to intervene on
their behalf by raising false clains about the
effect of inplementing environnental controls on
the reliability of electric supply. These are
false clainms, but they're being used as a scare
tactic. |If you are an advocate of regional and
federal solutions to power plant em ssion

probl enms, these are, in fact, those tines.
Fortunately, there is sonmething that can be
done. Section 126 of the Federal Cl ean Air Act
enpowers the state to petition EPA directly when
it can show that power plants or other |arge
stationary sources of NOx are contributing to
that state's air quality problem If the
petition is granted, EPA has authority to take
direct action against the source that is causing
the problem This is a powerful renmedy with a

correspondi ngly high burden of proof. To date,
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New Jersey has chosen not to exercise this
option, preferring instead to work directly with
those states having the greatest inpact on our
air quality, while at the sane tinme marshaling
the facts necessary to sustain such a decision
shoul d it becone necessary. Should New Jersey
conclude that it is now the appropriate tinme to
exercise its rights to Section 126, PSE&G

beli eves that the Clean Air Council should be
prepared to support that decision. Governor
Whi t man has consistently and successfully argued
for clean air in many forms and sonetinmes intense
debates within the National Governor's

Associ ation. Comm ssioner Shinn has invested

| arge anmounts of his personal tine and persona
credibility to establish the science and policy
recomendati ons that nade EPA's 22 state NOx
reducti on plan possible. Wthout the
Conmi ssi oner's invol venent and the Governor's
active invol vemrent, none of this ever would have
happened. They have served New Jersey's
interests very well. And they deserve the
Council"s support, should New Jersey choose to
take the next step and file Section 126

petition. | would urge the Council, on the
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record, in supporting such a decision. Thank you
for providing ne the time to speak with you this
nmorning. |'d be happy to answer any and al
guesti ons.

MR. MAXWELL: Back in the fall, the Cl ean
Air Council did nenorialize the Comi ssioner's
support. | don't know if you were aware of
that. An earlier speaker urged that consumers of
the state wite to the BPU and demand that the
coal generators in New Jersey be closed. The
guestion is, what has your nodeling shown, if, in
fact, the New Jersey coal generators were shut
down? Because they have been under attack here
fromthe environmental groups and so on. \What
woul d be the inpact on New Jersey air as a result
of their being boarded up and that power being
produced from out of state?

MR. BROANSTEIN: Let nme take a step back
First of all, people at PSE&G had a | eadership
role in the industry in arguing that the power
pl ants shoul d be cleaned up as part of
deregul ation. We've made that argunment here in
New Jersey, we've nmade it on a regional basis and
we've nade it on a national basis. People within

our own industry perceive that to be that PSE&G
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has declared a war on coal, that sonmehow PSE&G i s
agai nst the use of coal, that our goal in life is
to shut down all the coal fired power plants in
the m dwest. That's not our agenda. As was
pointed out to you earlier, we do want coa

pl ants both here in New Jersey and in
Pennsylvania. | think the difference between
PSE&G and a | ot of other conpanies, that perhaps
you' ve heard fromtoday and that you m ght hear
fromover the next several days, is that we've
made a very strong conmitnment to clean the plant
up, to inmprove the environmental performance.
We're the only conpany in the United States to
meke a voluntary conmm tnment to reduce our NOx

em ssions by the year 2,000, and we expect to
make that commitnent this year. Qur perspective
is that you can burn coal, but you have to burn
it cleaner, and we're nmaking the investnent in
our plants to do that. That being said, we
believe that if you were to shut down coal plants
here in New Jersey, that all you would really
succeed in doing is inporting nore power from
plants in the m dwest, where those investnents
have not been nmade and where those conpanies are

active in opposing federal and regional efforts
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to require those types of reductions. So | have
a very hard tinme believing that that's a
preferred option. And, in fact, this argunent
has been bounci ng around the New Jersey
restructuring debate for close to the three years
that there has been a debate in New Jersey. |
think the legislature considered it, rejected it
and those who continued to call for it are on the
extreme of the debate in advocating that.

MR, SPATOLA: Just a quick question
regarding the innerstate transport that brought
up at the initial part of your testinony. You
tal ked about, | think, a 50 percent nunber of the
ozone coming in fromout-of-state sources. Does
your information go further than that to identify
whet her that's attributable to nobile sources so
if one were to | ook at sonme kind of action by an
agency such as EPA, that the action would be
focused on the right source of the generation of
the problemthat's created?

MR. BROANSTEIN: That's a very good
guestion. And that was obviously a question that
was | ooked at quite extensively during the OTAG
process, which is the source of the data that |

just presented to you. There was a |ot of
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guestions bei ng asked about whether the NOx and
the ozone that was being transported into the
nort heast, what was that really from and | think
what the nodeling showed is that it was, in fact,
the large stationary sources, primrily power

pl ants, which nmade up the bul k of that
contribution. Throughout the '60s and '70s, the
i dea of inproving air quality in Chio and el se
where in the m dwest was sinply to build the
stacks taller. So as a consequence, the
pol l uti on goes higher-up in the atnosphere and as
you might expect it therefore carries |onger

di stances, one of the reasons why in many areas
of the m dwest air quality neets the federa

heal th standards, yet, 80 percent of the tota

NOx being emitted frompower plants in the United
States is comng essentially fromthe eastern US,
tall stacks, lots of dispersion, it conmes down
somewhere, it comes down on us. So that was

| ooked at the nodeling and, in fact, that was the
basis for OTAG s conclusion that utilities NOx
reductions of up to 80 percent were necessary to
address the ozone transport problemin the
eastern US.

MR, BERKOW TZ: One |ast question
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MR. PALMER: Presumably, there's going to

be sone gradi ng of power sources so custonmers can

deci de how green they want their power and so

forth. Wuld it be at all possible to tie sone

bonus points on this rating systemto a

supplier's willingness to spend noney to cl eanup

plants or to close down dirty facilities?

MR. BROMWNSTEIN:. First and forenost, the

strongest points are going to cone fromthe

consuners. One of the reasons why PSE&G was a

strong advocate in the bill was because we felt

t hat when consuners had the environnmenta

information at their fingertips, that it would

enpower themto make choi ces based on the

envi ronnent al

performance of the suppliers. For

t hose who want to purchase a purely green

product, the information is avail able and they

can do that.

But for those consuners who are

wei ghi ng conpeting offers from producers who

perhaps made no particular environnental claim

they will have the information at their

fingertips to say all other things being equal

see two or three other offers here that may be

about the sanme price, but you know what, this

one's cl eaner

and |'mgoing to purchase this



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

106

one. And in turn, our feeling is that as
consuners exercise that type of choice that there
will be aripple effect in the nmarketplace. The
demand will be there, marketers will go out and
| ook for the cleanest sources of power, and in
turn, that will cause demand for increased
generation of cleaner sources. One of the

t hi ngs, going back to John's question, PSE&G has
a diverse mx of fuel sources we have coal fired
power plants in New Jersey, we have state of art
and natural gas power plants. The natural gas
pl ants don't run nuch. They're state of the art,
they are some of the cleanest plants in the
United States, they don't run nuch in a
conpetitive whol esale environment. Wy is that?
Gas is twice as expensive as coal. You want to
know why rates are so cheap in Kentucky, they're
sitting on top of huge coal fields with no

envi ronnental regul ati ons governi ng what goes up
the stack. That's why prices are cheaper out
there, they'll always be cheaper out there. Al
we' re asking for is when you do bring that power
to market, at the very least, it neet the sane
envi ronnental standards that we woul d expect of

any power plant |ocated here, in New Jersey.
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Maybe then, the natural gas plant can conpete in
a free market will have a chance to run a little
nore often.

MR. PALMER: Right. The custoner is going
to be | ooking at what has al ready been
acconplished as far as cleaning up. Wat | was
aski ng about, what about an additional incentive
for conpanies that are denonstrably going to
i nvest in something that's going to, in other
words, kind of up front the credit for it based
on investnents that are being nade before they
actual ly achieve the inprovenent?

MR. BROWNSTEIN: Again, our feeling is that
the best and nost effective type of incentive
that we're going to see is going to be a narket
driven one. There is going to be a demand. The
fact that Green Mountain Energy is out there so
aggressively right now. |In fact, there's a
website where you can find 15 or 20 conpanies
selling green products throughout United States.
PSE&G Ener gy Technol ogi es, when our narket is
opened in August, hopes to be one of them But
you will find that as a result of that, there is
demand for cl eaner sources of power and that

t hese conpani es who are offering those resources
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are finding comercial advantage in highlighting
their environnental performance and that in turn
is translating back to demand for cleaner sources
in the market. | think also the fact that New
Jersey has inplenmented a renewabl e portfolio
standard is going to be very inportant. And
woul d expect conpani es who are conplying with
that standard to be actively marketing the fact
that they offer renewabl e power for sale.

think the public, generally, would |ike to see

t hat .

MR. BERKOW TZ: We're going to have to nove
on.

MR, MANGANELLI: My | ask hima question,
because 1'd like to know from M. Brownstein,
because according to what's happening and the
price is going to be reduced to five percent and
then ten percent over the next three years, how
far can you really reduce the cost?

MR, BROANSTEIN: Well, if you take a | ook
if you begin to add up all the various cost
savings that are in the restructuring
l egislation, you'll find that for PSE&G the
reduction is about 20 percent. That's with the

ten percent rate reduction, it's guaranteed.
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That's with the shopping credit that consuners
can exercise. That's with the tax reform package
that was tal ked about earlier. About 20 percent
rate reduction. And on top of it, you get the
envi ronnent al di sclosure provisions, which are
state of art leading the country. One of the
nost aggressive comitnents to energy efficiency
anywhere in the United States. Renewable

portfolio standards whi ch guarantee that New

Jersey will see the devel opnent of renewable
resources here in New Jersey. It's a conpronise,
there's no doubt about it. You will always find

peopl e on the extrenes of the debate, and how
it's often entertaining but often tines extrene.
You will find people at the extrenes of debate
who will always say, you could have done better
on this point, you could have done better on that
poi nt, granted. But as a package, the rate
reductions, the environnental provisions, the
consuner options that are available to people
here in New Jersey, it's second to none. And
think that the |egislature should be comended
and | think Governor Whitman should be
conmended.

MR, BERKOW TZ: |'mgoing to stop you
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there.

MR, KILLKENNY: My nane is Brian
KillKenny. |'mwth Green Muntain Energy
Resources, and they're a power supply group. |'m
actually filling in for a couple of our New

Jersey point people that could not nake it today,
but 1'm happy to be here and certainly on behalf
of Green Mountain, |I'm happy to be speaking
today. There's been a couple of references to
our conpany. | just want to take a quick 30
seconds just to give a brief description of Green
Mountain. W're a retailer of green renewabl e
energy in California, in Pennsylvania right now
serving the deregul ated markets. W fornmed in
1997. Right now, we probably have about 70

enpl oyees based out of Vernont. W out source
quite a bit of folks, probably over 300 folks in
all centers all over the country, as well as
functions to supply services, market tipping, so
forth. W're funded by a private capital. W
originally had a link with Green Muuntain Power
That has since been divested and we're
exclusively a hundred percent privately owned
with utility affiliation at this point. How we

started was we were | ooking at the New Engl and
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pilot program we really saw a definitive narket
or cleaner energy, and the results of our efforts
there proved to be quite prom sing, and we | ook
at going forward in states that are truly

deregul ated, and see if we can nmake a gaol of

it. And all our narketing studi es show that
there's a market, but potentially a market for
provi ding green energy. And we really saw -- the
whol e prem se behind our business is addressing
the problemof utility air pollution

El ectricity generation is the | argest source of
air pollution in the country. 36 percent VOC s,
29 percent NOx, 66 percent SO2. All those
figures you probably heard before. I'mreally

| ooki ng back at the regulated utilities

business. | think conventionally structured that
nost of the decisions to build power plants were
based really solely on economcs with a m ni num
regard for the environment.

So our premise really is to allow the custoner a
choice in selecting their electric service
provider. And we feel that in these deregul ated
mar ket s, these custoners, a certain nunber of
customers will want that choice, and will, in

many cases, pay the premumthat's needed to
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del i ver resources, such as solar and w nd.

So the problemis air pollution. The opportunity
in the market is the energy business. |f you

| ook at just the residential electric side of it,
that anmpbunts to about 55 billion. Certainly,
even if we ask another green power provider just
captured a small percentage of that, over a
certain percentage of states that actually go

t hrough deregulation, It's still a pretty
significant market there. Certainly, |ooking at
mar keti ng studi es of people's appetite for paying
nore, widely vary in studies, but the range that
we felt pretty confortable with is 47 percent of
the people expressed a willingness to pay nore
for their electricity fromrenewabl e energy.

We did our own marketing studies and

substanti ated those nunbers. So as | nentioned,
we' re doi ng business in California and

Pennsyl vania. California marketers,

approxi mately seven green power conpetitors in
that state. Many of themare affiliated with
utilities, sone are not. They all have varying
degrees of renewabl e energy contents in their

m x. Some just serve comrercial and industrial

many are green |eaf certified products.
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In the Pennsylvania market, there's probably
about six suppliers that have sone type of green
bed to them O those, probably three are really
truly market renewabl e energy and have green | eaf
certification.

In California -- just a couple of mnutes to
descri be sone of the activities that are going on
in those two states. California started in Apri
of 1998, just about a year now. They opened t hat
mar ket, such that 90 percent of custoners were
eligible to switch. So nearly the entire state
could switch.

As it stands now, about 120 thousand sone-odd
custoners have sw tched, which represents about
1.2 percent of the state total. Mich | ower
switching activity than was anticipated, |'ll get
to that in a mnute. O those 122 switchers, or
120 thousand switchers, it's estimted that over
hal f chose the green energy service provider

I n Pennsyl vania, which started in January of this
year, that was structured such that about
two-thirds of the custonmers were eligible to
switch, and that expand is going forward, 400

t housand custoners to 500 thousand -- the nunbers

are dependent on who you talk to, when you ask
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them -- 400 to 500 thousand customers have
switched to date, and that represents roughly ten
to fifteen percent of the custoners in the

state.

O those switchers, again, market is early, so
the nunbers aren't really definitive, but nunbers
between 20 to 30 percent of those custoners who
have swi tched have gone to a green energy service
provi der.

The reason for the sonmewhat disparity between the
two states and the activity there, in California,
conpetitive market is based on conpeting on the
whol esal e I evel, so retailers have to go in and
basically provide or offer a price that's
conpeti ng agai nst a whol esal e narket.

Pennsyl vani a, nost people are famliar with the
shopping credit issues, where they' ve enbedded
the true cost of retail service, such that it's
much nore of a conpetitive playing field, and
when a custonmer switches fromtheir utility. And
we're certainly seeing the difference in those
two approaches.

Cal i fornia being of one extrene, Pennsylvania
being the other. W' ve seen a |lot of activity in

Pennsyl vani a so far.
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A coupl e of quick notes on sone of the chall enges
that we've been facing, certainly other
conpetitors. First one is the issue about
consumer education. Consumers generally don't
know and don't care where their power is com ng
from When you do a survey across the country,
nost people feel that 50 percent of their power
is comng fromhydro. You have a problemthere.
So certainly consumer education would be a pretty
daunting task for anyone that's entering the

mar ket .

El ectric energy, electrons are not even a

tangi ble commodity. |It's hard for people to grab
onto it. Likewise, it's hard for people to
understand that they're supporting the power

pl ant, which gets mxed into the power pool
That's the way the market works. It's a
difficult itemto get across to folks. And in
that perspective, it really hits hone, as far as
getting disclosure dowm. Disclosure is probably
one of the key itens for the market to continue
forward. Wthout that, really, consuner
confidence would really be |lost and the whol e

mar ket woul d basically flop. So certainly

di sclosure is a key factor, whether it's
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specifically fuel source, environnental

standards, certainly should be inplenented to the
full extent possible. Certainly other chall enges
are adversity to deregulation from consumers and
ot her advocates, variation in regulatory rules,
utility rules fromstate to state, as green power
provi ders expand into other states. Limitations
in renewabl e resources in the state in
surroundi ng areas. Certainly California is known
to have substantial renewabl e energy, w nd, solar
resource, hydro. PJMarea is alittle nore
limted. There's certainly no wind to speak of,
so hydro is limted

So that will effect price, and it certainly
presents a challenge to fol ks entering those

mar kets. And anot her quite daunting challenge is
people's view point of what is truly green, what
is not. W have the Geen Organi zation. W have
state definitions. Many environmental groups
have varying opinions. Nothing's perfect. Wnd
has its problens, solar has its problens, hydro
bi omass, they all have problems. It's difficult
converting a really true consensus on what truly
is preferable in the green market.

It's worth taking a mnute or so to nmention that
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the Green Organization, in their effort in
certifying independently, the green power

busi ness. They've really been instrunmental in
provi di ng consuner confidence in these markets,
and, likewise, it will be instrumental going
forward in its success.

Furthernore, they've attenpted to nake
definitions avail able on what is renewabl e energy
and certify products that contain certain anounts
of renewal energy. Likew se, they've been
advocates and been pushi ng new content of
renewabl e energy, particularly since devel oping
new facilities is really where you get the

bi ggest bang for your buck in the green power

mar ket .

That's ultinmately what we'll be displacing the

ol der and dirtier plants--

MR. BERKOW TZ: Three m nutes please.

MR. KILLKENNY: And that's what it can be
neasured on, as far as emi ssion states.
Furthernore, green has been instrunental in
pronmoti ng annual disclosure and i ndependent
auditing anong the green power providers. And
certainly in California it's going on right now,

because it's been a year in that market and al
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the green power provider groups will be

di sclosing publicly, as well as going through
their own processes.

So in conclusion, what it really boils down to is
certainly we have stakehol ders that want to see
our business survive froma return perspective,
and it's nice to build a business such that you
can expand into other areas such as gas and ot her
environnental Iy consci ence products.

Where we are coming fromhere is those things are
great, and we're going to focus on those, but the
key is what we've done to the environnment in
quantifying em ssion reductions and quantifying
how many renewabl e resources we've put on line
and the anpunt of solar and wi nd and other types
of prem um products that have been able to bring
to the market.

Thanks for your tinme.

MR, PALMER: Do you have any projection as
to what kind of rate of growth that you can
achieve as far as supplying power to the PIM
grid?

MR. KILLKENNY: | have those numbers, but
unfortunately | don't think | can give those out

for obvious reasons. W're quite happy. Between
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the two states, we have over 110 thousand
custoners now, with the majority of those
custoners being in Pennsylvania, particularly
because of those issues | described with the
shopping credit, the attractive conpetitive

mar ket .

In going forward, again, as long as each state
all ows sone type of shopping credit nechani sm or
recogni zes the true cost of retail service, such
that it will stir and enhance conpetition

whether it's a green power provider or not,

i ndi cati ons show that those states will see a |ot
of activity. And it would be simlar, | imagine,
to Pennsyl vani a .

MR, PALMER: You will be able to provide
nor e power ?

MR. KILLKENNY: Yeah. The way things are
growi ng in our projections and how nmuch renewabl e
energy resources are available in Pennsylvania
and the surrounding region, and if we enter New
Jersey and Maryl and, when those states open up
there will probably, likely, be a time when you
really tap out your existing capacity. But
that's kind of what we're doing. Wat we're

pushing for it to create that demand, such that
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once you tap out your existing resources,
devel opers know there's a need for it, and
they'll go out and find ways to bring on nore
conpetitive prices.

MR, SPATOLA: |If you were to provide clean,
green power to New Jersey, would you do it by way
of PJM or would you have sone nethod of
providing it to the state?

MR. KILLKENNY: | would say we would
probably use a hybrid, a conbination of those two
processes. There's certainly sone conpetition
ki nd of conventional utility owned rate based
kind of facilities that we'd be able to purchase
fromand provide for your customer. Likew se
they would want sone snaller facilities, IPP
facilities, new gas devel opnent projects, new
wind projects that we'll bring on line. That
woul d be one nore of a one on one type of
rel ati onshi p between the devel oper and Green
Mount ai n.

Thank you very much.

MR. BERKOW TZ: Thank you very much. W
had a coupl e of openings occur in the afternoon,
which allows us to have a nore flexible schedul e

in the afternoon. |If you prefer to be the first
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speaker after lunch, that's fine. You can go now
if you want.

MS. BISHOP: [|I'd |ike to go now. Good
afternoon. M nane is Cherae Bishop. |'myvice
president of legislative affairs and nedia with
| WBA.  Qur nenber conpani es include such
conpani es by the nanme of Adugen, American Refue,
Western Hospital Corporate. Together our nenbers
represent 64 waste to energy facilities nation
wide. [|IWBA facilities process approxi mtely 85
t housand tons of waste each day and generate
about 22 hundred megawatts of clean, renewable
electricity, or enough energy to neet the
electricity means of two million households. The
waste industry offers two inportant benefits to
custoners. Safe solid waste managenent and
di sposal, as well as the generation of clean
electric power. Mre than 31 million people rely
upon our facilities to cleanly and safely di spose
of the trash in their comunities. Five waste to
energy facilities are here in the State of New
Jersey. They dispose of 63 hundred tons of trash
and generate a 175 negawatts of electricity.
Waste to energy facilities process nearly 32

mllion tons of trash each year, and generate
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enough power to neet the needs of 24 mllion
homes. More than 39 people and 31 states rely on
the 103 waste to energy plants nation wi de.
Today's hearing is about the inpact of the

electric utility deregul ati on on New Jersey's

environnent. | would |like to address one
relatively small, but nonethel ess, very inportant
i ssue involved with deregulation. 1'd like to

update the Clean Air Council on the significant
strives the waste industry has nmade in keeping
the environnment clean and safe. New Jersey is
simlar to nunmerous states in recognizing waste
to energy as an inportant source of renewable
electricity. Qur industry generates about 2800
megawatts nationally or about one-fifth of
Anerica's total biomass regulation. Biomass
accounts for about 1.4 percent of tota
electricity generated. Renewable energy total is
slightly nore than two percent of the nation's
electricity market. New cleaning air act

st andards now bei ng i npl emented and shared t hat
waste to energy facilities are anong the cl eanest
sources of electricity in the nation. For
exanpl e, EPA estimates that nercury em ssions

fromwaste to energy plants will dramatically
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decline by nore than 90 percent over 1995

level s. New Jersey led the way in controlling
mercury em ssions, and we salute your efforts.
Source reduction and the operation of our
facilities at the optimal |evels have net waste
to energy will account for about one percent, one
percent of the US inventory of mercury em ssions
stemmi ng fromthe industry. EPA has acknow edged
simlar success in controlling dioxide em ssions
and had themreduced by at |east 99 percent.
Waste to energy will represent |ess than one
percent of the known sources of dioxin. Wste to
energy prevents the rel ease of nore than four
mllion tons of nethane onto our atnosphere
assum ng the same anmpunt of trash now processed
at waste to energy facilities is exposed to a
landfill w thout recovery. WAste to energy
prevents the rel ease of nore than 15 million tons
of carbon dioxide into our atnobsphere, assum ng
the sane anount of trash. WAste to energy power
as an alternative to coal prevents the rel ease of
nearly 25,000 tons of nitrogen oxides and 5, 000
tons of organic conpounds. WAste to energy al so
conpletes less the earth's natural resources than

oil, coal or natural gas, power to electricity
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generation. No doubt, waste to energy is a very
val uabl e human resource. The fuel used in waste
to energy plants produce cleaner electricity
muni ci pal solid waste. Two basic criteria for
establ i shing one as a renewabl e energy source,
the society will continue to generate waste, and
no one can reasonably claimthat waste will ever
be one hundred percent elimnated. Tonorrow
afternoon, in fact, the Wite House will unvei
its proposal to reformthe electricity utility
i ndustry. The State of New Jersey has at | east
two very inportant provisions in common with the
federal proposal. One, both New Jersey's |aw and
adm ni stration's proposal include waste to energy
as a renewabl e source of power. Two, both New
Jersey |l aw and the adm nistration portfolio
standards that mandates that renewabl e power to
keep a foothold on a portion of the electricity
in the marketplace. W salute both efforts and
of fer our assistance in assuring that the
provisions are inplenmented to the fullest
extent. Thank you for this opportunity.

MR, BERKOW TZ: Questions fromthe
counci | ?

MR, MANGANELLI : How much CO2? You
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menti oned sonet hing about 15 million tons of CO2
fromour landfill. How nuch CO2 comes from
burning of this material?

MS. BISHOP: [I'mgoing to defer to one of

my associ ates.

MS. SOOS: | can provide you em ssion data
fromthe facilities. | don't have those nunbers
with ne.

MS. BI SHOP: W have sonme very val uable
i nformati on about our industry, what we're doing,
some of the things we put together and | would be
nore than happy to share that with anyone on the
counci | .

MR, BERKOW TZ: In your industry you wanted
to look at landfills as generators of gas rather
than just landfills, do you see a way we can
alter these environmentally and rethink what we
did in the past?

M5. SOOS: If | can answer that, M.

Chair? |In fact, EPA has actually, as severa
states has, noved ahead as well to require that
landfills do indeed get pernmits landfills

enm ssions not only fromthe--if they have a net a
gas recovery system and sonetines they just flair

it sonetines they recover energy with sone sort
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of engi ne because the open stays of the will have
itself, they are significant air enissions that
cone off of air, and EPA has issued to the
largest landfills in the state and the country
and then certain states have noved and

i mpl enented this for additional landfills. Their
requi renent that they fromthe landfill because
it cones out of the open face for nmany years even
after the landfill closes.

MR, MANGANELLI: On of the problens we've
had in New Jersey has been with the resource
recovery plant you're tal king about for
generations the perception that they're highly
pol lutional. What kind have a public education
program because this will tie in what we're
| ooking for, do you carry on to overcone this
per ception?

M5. BI SHOP: We've worked with comunity
groups. We've al so touched base and worked
closely with our legislature. W also have
talked to folks on Capital Hill. But, you know,
of ten enough, we need to get out the nmessage even
nore and share the information that we have
Because we have a | ot of good information, and we

had made trenmendous strides in reducing the
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anmount of pollutants that cones out of our

equi pnment. So | think we have engaged in a
canpaign to tal k about who we are and what we can
do. But | think we can probably do nore of that.

MR, PALMER: For a variety of reasons,
waste energy plants in New Jersey have been
financial nightmares. How has this been avoi ded
in other states, the fact that these things
operating in a way that works financially?

MS. SOOS: If | can answer that. New
Jersey's uni que because New Jersey is the only
state that's regulated solid waste as a utility.
Communities around the country that have waste to
energy waste managenent systemw th a recycling
conponent are comrunities that are digging up old
contaminated landfills. So they have a system
feed for their solid waste so they charge one fee
and they manage their whole system Severa
years ago the court ruled that flow control, kind
of the nechanismthat would allow conmunities to
build and finance these systens, they ruled that
wasn't constitutional because it violated the
| aws. Mbst states have adjusted their systens.
And in sonme cases, they say they've elimnmnated

some of the other progranms. New Jersey is a
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uni que, one, because of its size, two because of
its population. And because it has been
regul ated as a public utility, it's alnost the
electricity industry was where you don't have the
system you used to have, but you don't have an
open market yet, so that's kind of where it's
at .

MR. PALMER: Two or three states have done
a really good job in meking this whole system
work so we get the waste energy a reasonabl e
cost.

M5. SOOS: A lot of the states and the
northeast, actually, Florida is a perfect
exanple. | think they have 14 waste plants
there. For environmental reasons they have very
| ow groundwater, solid waste prices are very
conpetitive with landfill prices. | think you
can point to one of the numerous states. There
are 28 facilities around the country and the only
pl ace where we see this type of situation that we
do in New Jersey, frankly, is in New Jersey. But
part of the it is also--

MR. PALMER: Who's at the other end of the
spectrum besides Florida?

MS. SOCS: Massachusetts, | think
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Connecticut, they have a | ot of waste in
Connecti cut.

MR, MANGANELLI: What kind of tipping fees
do t hey have?

MS. SOOS: Well it depends on average, they
are conpetitive with whatever the local |andfil
prices.

MR. MANGANELLI: Can you give nme a nunber?

M5. SOOS: Landfill prices in Mnneapolis is
$50. 00 per ton. Qurs is $45.00 per ton.

MR, BERKOW TZ: Okay. Any other questions
fromthe Council? Thank you very much.

(at which tine a lunch break was taken)

MR, BERKOW TZ: Qur next schedul ed speaker
| don't see, Steve Gabel. So with that, 1'll ask
JimSinclair to lead off the afternoon session.

MR. SINCLAIR  I'mJimSinclair, first vice
presi dent of the New Jersey Business and |Industry
Association. |'mjust |ooking for my cards.

Bill O Sullivan said he was here to hear me
speak, and basically |'"mhere to say what | said
| ast year and the year before that and the year
before that. But about this electrical
regul ati on, deregulation bill, what people said

this morning that this is a conprise bill, and
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fromour perspective at the Business and | ndustry
Association, it's a conprise. W certainly
didn't get everything that we wanted for the
general business comunity out of it. But it's a
bill that really reflects a lot of effort. And
think that | have been inpressed by Assenbl yman
Bagger and Assenbl ywonan Murphy's efforts and the
grasp of the real issues behind that. And

think that's what you're here to talk and |isten
to today, is about those issues that really
surround this thing. The bill itself has,

t hi nk, focused on econom cs, on cost, on the cost
of energy in New Jersey. And back in the '80s,
when we were publishing the Grant Thortan studies
and then the Grant Al exander of the nmanufacturing
claimant in the country and New Jersey

partici pated, we always ranked down at the bottom
in the study on the energy cost as a thing that

i mpacts negatively on attracting and keepi ng
manuf act uri ng busi nesses, not just chenica
conpani es, but other kinds of nanufacturing
concerns that we have in New Jersey. And ny
story, | guess, to tell you how this rel ates;

| ast sumrer, | went to a manufacturing facility

in Mddl esex County, and they make beverage,
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dehydrat ed beverages |i ke teas and coffees, and
won't tell you who it is, but they're a world

| eader in this. And in their conpany, one of
their real concerns were the cost of energy to
produce their product. They took ne to the table
and showed ne the spreadsheets that they had to
conpare their facility with other facilities, not
just in the United States, but throughout the
world. And it was shocking to | ook at the
nunbers in terns of the cost of energy. The only
place in the world, and they had about 17
facilities throughout the world where they
produced basically the same kind of ingredients,
these were simlar plants, but the only place the
energy was higher was in Japan. And it was
significantly higher in the United States than
the other 15 countries that were belowit. And
the reason | bring this up is, in a globa

mar ket pl ace, the cost of manufacturing a product
that can be controlled is extrenely inportant to
be able to conpete. And energy is one area where
we haven't been able to conpete and hopeful |y
this process, and that's really our position at

t he Busi ness and | ndustry Association, hopefully

this will allow us to conpete better. And back
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to Bill's hearing the thing, every year | cone in
here and say what we really need to help the
quality of air in New Jersey is to have nationa
standards, to be able to have the upwi nd states
where the thing is blowing in from have at |east
the sane kinds of standards that we have in this
state. And | guess |'m happy to cone here today
to say that | think that we've been making rea
progress. If you listen carefully to what the
Conmi ssi oner said and Assenbl ynman Bagger, that
the kinds of controls that we've been putting on
el ectrical generating stations that are going to
go into effect on the NOx should help us in the
long run. And it depends on how you define | ong
run, but this is going to help our air quality in
the state. Now, | think we sort of had to make a
pact with the devil here to get that, and that
goes back to | ast year's thing whether we should
be changi ng the standards to the ei ght hour and
the PMten, and | nade ny position clear on that
and | still believe that. So now we can have
sort of this schizophrenic announcenent the
Commi ssi oner can make when they tal ked about how
good the air is in the state, that we've only had

four violations over the last sumer conpared to
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the 20 or whatever it is in the previous year
Because, of course, now we have the new standard
where we have 48 violations or whatever the
nunber was. | think it was 48, was the nunber.
But we knew that was going to happen. There are
really three things in this process on electrica
deregulation, it's the cost, the availability and
the inpact on the environnent. And the cost, we
need to drive the cost down. That's really

i mportant. But the availability of energy is

al so inportant to the business comunity. Both
on the short term and they use the thing about
maki ng sure that when you walk-in to the roomyou
can turn the light switch on and that, to us, was
important. But in the long term to have an
energy supply for a growi ng and expandi ng
econony. And on one hand, and this is the

schi zophreni a again that you're facing and that
we're facing in the business conmunity. On one
hand we're tal ki ng about strategies that's going
to give us cleaner energy, give us |ess energy
and by less energy, | nean, if you |look at the
Commi ssioner's charts, which | did, and his
greenhouse gas strategy, which was really the

first tine that | saw that, we're tal king about,
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inthe time frame here, a reduction in the anpunt
of fossil fuel that is consuned. | nean, you
count up the carbon atons, and according to this,
we're going to have three percent fewer of these
carbon atons bondi ng with oxygen and going into
the air, three percent less than we had in 1990.
And from our perspective, 1990, we were in a
saggi ng economy in New Jersey. W' ve been

boom ng since then. So that three percent
reduction isn't really a three percent from now,
that's a huge nunber. And | really don't know
what that nunber is because | really haven't
seen, and what | have seen, | don't believe on
the base, because | think while it's a good
effort, | think we're naking up a | ot of those
nunbers. But that also is another story. So the
guestion of energy efficiency and reducing the
amount that we use, really ties into this whole
clean air concept and how we tie into other
states. And | think that it's--as nuch as | have
been bad-nout hi ng those coal fired plants out of
state because they are making our air worse in
New Jersey, the necessity in the Iong run of
being able to utilize coal to provide energy, |

don't think anybody can question that. So what
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we need to do in the long run on the nationa
level, is figure out howto use coal in an
environnental ly better way. And | think that's
the real answer on that. And so, anything that
we do in terns of supporting new technol ogi es,

not only the environnental technol ogies that we
were tal king about, the class one technol ogi es,
but the coal technology, if we can figure out how
to use that better to have it |ess polluting here
in the long run, we're going to need that energy
that we get fromcoal. The Comm ssioner, and

al nost as a throw away, but everybody else in the
same thing, tal king about nuclear. 1In this
equation, in terns of clean air, nuclear power is
really a benefit. Wen we get rid of the 40
percent, we're going backwards. Wen we take the
40 percent that's being supplied by nuclear, the
Commi ssi oner said, alnost as a throw away, we're
goi ng backwards in this equation. So |I think
that in ternms of technol ogy and where we're
going, clearly somebody in the United States, it
isn't going to be in New Jersey where we're doing
this, but sonmewhere, soneone's going to have to
be thinki ng about and | ooking at the European

Uni on and how t hey're using nucl ear power and
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al so how we may be able to put nuclear power on
line. Deal with the waste products and deal with
the cost in this. Public service didn't say
this, but I can say it as a consumer, going

t hrough the horrendous process of getting one of
these plants on |ine and keeping themon |ine
just fromthe bureaucratic standpoint has got to
cost lots and lots of nobney in the process. W
have to figure out how to better design, permt,
and operate these facilities and deal with the
waste products. And the last part of this
equation is the whole question of, if we're

real ly expandi ng, we have an expandi ng econony
here, that nmeans growth. That neans we have an

i ncreased demand for energy. And we do have an

i ncreased demand. That is real. So we have to
figure out, whereever it is, to nove it around.
And we need to be able to put in additions to the
grid and interconnects and not only electric, and
I know we're tal king about electric today, but

al so gas, natural gas. |If that is an alternative
to a coal fired plant, perhaps in New Jersey,
then we need to be able to get the gas supply

in. |If natural gas is going to be a fuel that's

going to be used in this, then we need to get in
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the supply in. And we can't have bills like pick
one out here, Assenblyman D Catano's bill and
Assenbl yman Kel ly, who wants to stop an extension
of the gas pipe line fromthe west because it
goes through their district, even though it's an
existing ride of way and paralleling and existing
line, somehow we had we're going to have to
address that.

MR. BERKOW TZ: Three minutes, Jim

MR, SINCLAIR: Ckay. | thought | was going
to be a lot briefer than this. And then the |ast
thing is that there are proposals on the table,
and | know Assenbl yman W snewski is not here, but
Senat or Venadent and Senator Allen, they're
putting this thing back to the table to go back
and look at the bill and add these sort of things
that the environnental comrunity, sonmebody said
the fringe group, but | won't say fringe, | want
to put these things back on the table. And we
haven't really even given this process a chance
to work. There are lots of safeguards in it,
there's a lot of flexibility init, and we ought
to look at it before we change everything.
Because clearly the nmessage that we all got and

everybody said it and I will resay it, that no



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

138

matter what we do here in New Jersey, those
plants will still be operating. So if you put a
tax on, it's a noral tax. |If you decide to buy
hi gher power, green power, you're doing that as a
nmoral kind of thing because you're noving some
agenda forward. But it's doing nothing to help
our air because it's not shutting those plants
down. What's going to help those plants are the
controls that are being put on and that will come
on in the future. So really, | guess |'ve said
the sane thing every year and |'mstill saying
it. Thank you.

MR, BERKOW TZ: Questions for M. Sinclair
fromthe council ?

MR. SINCLAIR: Dr. Manganelli, he al ways
asks ne a question, he's not here.

MR. BERKOW TZ: M. Gabel is here from
Gabel Associ at es.

MR, GABEL: Thank you. Good afternoon. My
name is Steve Gabel. |'ma consultant with Gabe
Associ ates. W're an energy and environnenta
consulting firmup in Hi ghland Park, New Jersey.
I'"'m here today on behal f of the independent
energy producers of New Jersey who are New

Jersey's non-utility producers of power within
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the State of New Jersey. And they now represent
about 13 percent of New Jersey's electric
generating capacity on a physical capacity basis
on an energy production basis. Depending on the
year, they're usually sonewhere between 20 and 30
percent of the electricity that's produced to
serve New Jerseyans. And |'m happy to be here
today, | was here last year as well and
appreciate the invitation. What | want to talk
about briefly this afternoon is what we think and
what | think makes sense in terms of an
environnental policy in New Jersey. | want to
really build on two foundations. One is the
strong efforts of DEP that have al ready taken

pl ace in respect to pronoting clean

technologies. And it's a very sound permtting
process. The second foundation is the electric
deregul ation bill that Governor Whitman signed
into | aw about a nonth and a half ago. |'m going
to take those two things as given and then kind
of work out fromthere, talk about a few things.
The first is really, just to give you a picture,
at least to nme, this is one picture that tells
the story of what's going on inside the power

systemwithin this region. New Jersey is part of
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t he Pennsyl vania, Jersey, Maryland | nterchange,
that is, it's part of a transm ssion grid that
runs from New Jersey out to western

Pennsyl vania. W are interconnected with points
to the south, points to the m dwest, points to
the north. But the systemthat runs snmoothly and
is intergraded is the PIMsystem This chart,
think, to me, tells a story on what's going on

i nsi de that power system not with respect to the
cost of power supply, but with respect to the

em ssions inpact and where kind of the lay of the
l and i s when you | ook at what the power supplies
i npact is on New Jersey's air quality. And as
you work over fromleft to right, what | put up
on the big bar, is Anerican Electric Power, which
is the largest coal producers, coal electricity
producer fromcoal in this country. The next bar
is the PIJIM power pool as an average NOx em ssion
rate. The next one is the New York power poo
just north of the us. The next snmllest bar is
the New Jersey utilities. And the tiny little
bar right here is the independent power industry
in New Jersey. People, | guess, have tal ked
about coal versus nuclear versus oil versus gas.

To me the real fair contrast to nme isn't always
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fuel versus fuel. What this chart really tells
you is old versus new. The IPP's have all cone
on line in the last ten years, sonme in the | ast
three or four years. Wat you see out with AEP
and the power pools as a whole is a |ot ol der
stock of generator. |In fact, some generators

whi ch have been grandfat hered under provisions of
the Clean Air Act and they have controls that are
significantly less stringent than those that a
new power plant would have to put in place if
they wanted to go on line. So that's really the
story that's out there. And as the industry
nmoves into a tine of conpetition, retai
conpetition begins in New Jersey later this year
probably enrollment will start in August, sign up
of retail customers will probably start sonetine
in October. But the fact of the matter is that
whol esal e conpetition, exchanges of power for
noney anong whol esal e buyers of power has been
goi ng on very strongly in the region for at |east
the last five years, if you ask sonme people a |ot
| onger than that. And the whol esale conpetition
is exactly not about this, it's about the cost of
t hat power supply, and it shouldn't cone to too

much of a surprise that the cost of power from an
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ol der plant with | esser controls, with | esser
operation and mai nt enance expenses fromcoal is
going to be a very tough conpetitor in the

mar ket pl ace against facilities that have to neet
much stricter air pollution standards. Don't
take that comment for a second to believe, to
concl ude, that New Jersey should back away from
its stringent standards. | think New Jersey,
absolutely, should stick with it. What it does
mean, | think, and this to me is the biggest
recommendation that | would offer out of ny
comments, is that New Jersey should stick to its
guns at the federal level. 1'msure you're al
aware of the things happening with the NOx call,
with the OTAG group and a few other initiatives
by EPA that are trying to levelize that permt
playing field across the different states, it's
i nperative that New Jersey stick to its guns,
keep the strong policy approach to try to have an
equal i zed permtting process and equal, fair
permts requirements across power generators
across the country. Wthout that, the notion of
real, fair, sustained conpetition anong power
suppliers is not going to be real. So that would

be the first lesson that | take away fromthis
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type of thing when you later on the cost issues.
The second issue, and it relates to, again, this
little bar right here, and that's that the |PP
NOx emi ssion rate is nuch | ower, both because
these plants are new, but al so because they
engaged, nost of them in cogeneration. At the
site in which they're | ocated, they not only punp
electricity into the grid, they're also providing
thermal energy to a large industrial host. The
two bi ggest exanples in the New Jersey are the
Tasco Refinery, when was able to put aside sone
old industrial boilers in order to take its steam
fromthe plant, cogeneration plant that's now run
up there by East Coast Power. And down at the
Dupont Plant down in Deep Water where US
generating provides thermal energy to the |arge
Dupont chemical facility down there.

Cogener ati on, obviously, not only gives you these
benefits, but it also takes out an industria
boiler and to an extent, you recognize that
benefit of cogeneration in allowance trading
programs in emnission trading prograns as the
thermal benefit of that technology. You'll begin
to push that technol ogy even further within the

State of New Jersey. The fourth issue that |
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wanted to touch on is to ask DEP, and ask you to
keep DEP managi ng the permt process in an
efficient manner. The real conpetition in the

i ndustry, as | nentioned, is going to be probably
between the old coal plants, which begin to
either increase their output and their capacity
factors or take actions to increase their
capacity overall, versus the new plants that will
probably spring up on the east coast of the
country if the process is set the right way
because of a locational difference. There are

| ocational benefits to having power plants closer
to | oad the way the systemis managed, price
signal is send called |ocational margi na

pricing, which tells generators they get an
econoni cal benefit if they are closer to the

el ectrical | oad and away fromthe transm ssion
constraints that exist in this country. As a
result of that conpetition, old coal, new
technologies, it's inportant that as these new
technol ogi es are devel oped that can displace the
old coal, that the DEP continue its very

i npressive efforts to make the permtting process
nore efficient, nore tinmely, nove the process

along while also protecting the public health as
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they do that. The fourth issue | wanted to touch
on briefly was the issue of environmental

di scl osure. You possibly heard about this
earlier today. The BPU working with the DEP over
the last two years has been trying to put in

pl ace a systemthat will tell retail custoners
not only how nuch their electricity costs, what
the environnmental inmpact of the energy that they
buy. The notion of green power is real, if it's
done the right way. |If it's done the wong way
it could basically be a shell gane of conpanies
putting a green |abel on sonething but really
accessing supplies fromthe sane power grid that
t hey woul d have accessed the supplies from
anyway. So we need a neaningful system of

di sclosure that really enables the BPU and the
DEP to have some reasonabl e nechanismto track

t he supplies w thout inposing too nuch cost on
the suppliers who are going to have, ultimately,
the obligation to track the supply. You don't
want to nake the cost of tracking too excessive.
But disclosure of emissions and fuel mx is a
real way to give consuners the ability to nove
New Jersey's power supply froma dirtier to a

cl eaner source of energy. To summarize, then, |
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woul d ask that this group keep and help DEP to
keep the pressure on at the federal level to
equalize the playing field on permts, to keep
the process of granting permts and giving
permts an efficient one. To find ways to do
cogeneration within the trading prograns the DEP
operates and is involved with, and to keep its
work going with respect to disclosure for retai
custoners. Thank you.

MR, BERKOW TZ: Thank you M. Gabel
Questions fromthe council?

MR, SPATOLA: Steve, anpng the independent
power producers of New Jersey, is that al
produced and used locally or is the IPP also
utilizing the PIMgrid they place the board
power ed supply?

MR. GABEL: Most of the independent power
plants in New Jersey at this nonent in tinme have
their power supplies locked into |long-term
agreenents with the local, the four electric
utilities in New Jersey. They sell it wholesale
to those utilities that resell it to their
custoners. The nmarket is opening up, however,
and as new plants cone on line, in al

l'i kelihood, they would not be able to get
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|l ong-term they're going to have to go through to
what's called a nmerchant node and try to sel

their power either to the PIMgrid or find retai
sell ers of power where they can nove that power
to.

MR. BERKOW TZ: Steve, we haven't had the
benefit of having testinony from BPU for whatever
reason today, and | don't believe there is
anybody from BPU who is going to testify.
Apparently, there is a hearing tonorrow at 1:30
to 4:30 at Two Gateway Center. Have you revi ewed
the disclosure |labels? And what are your
t hought s about the disclosure process and the
| abel s?

MR. GABEL: | think there's a |lot of
intricacies that need to be worked out with
respect to what people in the industry call the
tracki ng mechanism |If you buy froma green
supplier, it goes kind of alnpbst w thout saying
that the power that the green supplier, when they
have hydro power or wi nd power or solar power
entering the system here, those aren't the sane
el ectrons that go through your neter. As a
result of that, the tracking nmechani sm of

verifying that the power supplier that you bought
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that power from actually injected nore green
power into the system because of you, becones a
very difficult, conplicated process. And that's
where the rule doesn't go directly into that
i ssue, it talks about a process to address that
issue. And that's the real tough issue in
there. Wth respect to what the rule does on
what ought to be disclosed, | think it's a very
positive role, and that is that it has all power
suppliers will have to disclose their fuel mx.
So if you can kind of picture a pie with
different pieces of the pie telling what the fue
type is, and they' Il have to tell, | think, their
NOx, their SOx, their CO2 em ssions from each
plant. So if you can kind of inmmgine a bar chart
showi ng what the enissions are fromthe supplier
you bought fromand a line on there showi ng maybe
what the regional or state average is. You'l
get a sense, you'll be able, as a custoner, to
get a sense of what you're buying.

MR. BERKOW TZ: And it's your belief that
sonmebody who is interested in trying to educate
t hensel ves in nmaking an infornmed decision as
conpared to the | abels conparison that need to be

made?
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MR. GABEL: Yes.

MR, BERKOW TZ: Thank you. Any other
questions from Council ?

MR. SPATOLA: One last question for you,
Steve. | know that you presented a chart on the
efficiency fromindependent power producers
versus other sources of electricity in the state,
but how does that also compare in for one hour
versus a nore bul k of the producers?

MR, GABEL: The older plants fromthe
m dwest, the coal, the older coal fired plants,
are significantly | ess expensive on a running
cost basis, putting capital cost aside, to
produce a kilowatt of electricity would probably
be between one and two cents per kilowatt hour
And for a newer advanced technol ogy, dependi ng on
the cost of the fuel, would probably be between
two or three cents. Anywhere fromten to thirty
percent price differential between the two
sources, which in a conpetitive market is a very
wi de defence.

MR. BERKOW TZ: Any further questions? |If
not, I'd like to thank you, Steve. Good seeing
you. Thank you very nuch. Qur next person will

be M., and please forgive me if |I'm
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m spronouncing this, Bi bbo fromthe Sciences
Services Inc.. Not present. | think our next,
perhaps, final speaker is Mchelle MNMorrow,
regi onal director of Burning Issues.

M5. MC MORROW | want to thank you very
much for giving nme an opportunity to speak
today. | cane to Burning Issues by way of
calling the USEPA when | was trying to learn nore
about wood snoke pollution. | would like to give
nmy support to the |last speaker's point of view
about pursuing.

MR, BERKOW TZ: Can you redirect the
m crophone so everybody hear.

M5. MC MORROW Thank you very nuch and
thank you for giving me the opportunity to
speak. I'mgoing to read my notes to you. \What
I was also trying to do was give ny support to
the previous just speaker's point of view |
cane to Burning |Issues by way of USEPA. | called
themin desperation to find out nore about wood
snmoke and the inpact on the human condition. M
concerns go, perhaps, a little afield of what
your main focus is today, but they certainly tie
in with the deregulation of the industry. W've

all gone through the pros and cons of the
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communi cation industry's deregul ati on and we've
observed all the professional as well as amateur
partici pants that entered that industry

i medi ately afterward. Wth the deregul ation of
electric utility, a nunmber of us are concerned
that we'll see the same kind of participation in
the amateur participants in this industry. And
before you make any deci sions, hear ne out a
little further. Asthma, back in 1997, Newsweek
May 26, reported that asthma in Anerica was
afflicting some 14.6 million of us, including
five mllion children. The nunber represents a
junmp of some 61 percent since the early 1980s.
According to the National Center for Health
Statistics, the asthma has increased in every age
group with the hardest hit being the children
under 18 years. For themit was a 73 percent
increase from 1982 to 1994. And the death tol
was doubl ed, 5,000 each year. Right now we're
probably | ooking nore towards the effects of
ground | evel ozone as we're going in to the warm
sumrer months, a conbination of pollutants from
snmoke stacks, paint, solvents and a variety of
other things are contributing there. W know

that two cycle engines are still far nore
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polluting than they need to be. Probably need to
go to the next phase of auto enissions by
demandi ng nmore efficiency, especially fromthe
SUWV and di esel engi ne manufacturers. Commercia
vehicles are, | believe, |long overdue for the
same kind of em ssion study and scrutiny than
we' ve done for the private vehicles. The oi

i ndustry nust produce | ow sul fur gasoline and
elimnate the MIBE which is sensitizing to a
great nunber of people and has been found to

poi son our water supply. Methyl bronide, which
you don't hear too nuch about in the news, which
apparently is a significant participant in the
production of ozone, and that production in the
country has been halted, but apparently the use
of nmethyl bronmi de goes on still to this day.
USEAP Office of Air Quality Planning and

St andards identified other air pollutants that
are grave concern, carbon nonoxi de and
particulate matter. | think we all pretty wel
know about carbon nonoxide, but | think alittle
nore attention needs to be paid to particul ate
matter. The tiny particles and unburned

mat eri al s suspended in the air, they're so snall

that they pass by the Iining in the nose and the
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throat, and they becone enbedded in the lining of
the lungs. Mst wood snoke particles actually
average |l ess than one mcron which allows themto
remain airborne for as long as three weeks. Wod
snmoke in particular froma fireplace or wod
burni ng stove or even canp fire, contains
creosote, soot and ash. And these particles are
so small they filter into your hone even when you
have your wi ndow cl osed and your doors closed
tight. Inhalation of this particulate matter 2.5
causes coughing, irritation, scarring and danmage
to the lungs. It contributes to cancers and to
heart decease and to changes in DNA which can

| ead to autoi mmune di sease. Particul ate
pollution is also thought to be a contributing
factor these days to sudden infant death
syndrone. The hi ghest PM | evels measured
consistently result fromthe burning of solid
materials. Snoke from wood conbustion is
entirely in this range. |In the packet that |

will supply you with, there's a chart of average
em ssion of fine particles. The sources in that
chart are broken down in an hourly fashion. But
if you take a |l ook, you'll see that gas furnace

creates particulate matter, 0.001 granms per hour
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and in 24 hours that's a .024 granms total. An
oil furniture in one hour creates .02 grans for a
total of a daily production of .48 grams. A
certified wood stove, which the EPA currently is
supporting, creates 8.2 grans per hour or a tota
of 196.8 grams in a given day. And a
non-certified wood stove of which we have the
nost in this state, |'msure, is 15.6 granms per
hour or 374.4 grans in a day. Summary of

em ssi on characterization and a noncancer
respiratory effects of wood snoke and EPA
docunent that is |isted EPA 435-4, indicated that
for children in homes where wood is burned and
living in communities where wood snoke is

preval ent, the snoke causes a decrease in |ung
capacity and increases in asthna attack. The
frequency and severity of general respiratory
illness is increased, energency roomvisits are
i ncreased, and the higher rate of schoo
absences. About 50 percent of airborne

pol ynucl ear organic material conmes from
residential wood burning overall. POMs include
anot her group of conpounds, polycyclic aromatic
hydr ocar bons, which contain many carci nogens and

USEPA estimates that the cancer risk from wood
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snoke, which | find this interesting, is 12 tines
greater than that fromthe equal anpunts of
tobacco snmoke. It also remmins viable [onger. A
study in Louisiana State University discovered
that free radicals produced from wood snoke are
chemically active for 20 mi nutes, while tobacco
snoke radicals are chemcally active for 30
seconds. I'll take my chances with that one.
Thank you. There are over a hundred different
chem cal s and conpound groups in the en ssions of
wood burning. In addition to the previously
menti oned, there's formal dehyde, methane, VOCs
benzene, phenol and nitrogen oxides, and that
conbi nes, as you know with the ozone. Unless the
house is pressurized with extensive external air

i ntakes and coupled with a highly sophisticated
filtration units, the pollutants of the person
who is doing the wood burning will also integrate
their hone because the snoke goes up the chi mey,
it's generally heavier than the air inside, and
as it exists the stack and is drawn back in hence
the fire goes fromraw oxygen to continue
burning. The low stacks, | nean that generally
speaki ng, the snoke stays down at ground | evel,

and it also ensures the contam nation of the
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surroundi ng nei ghborhood. ©On a daily basis and
just about year round | check into New Jersey's
DEP air monitoring web page, and invariably I

see, even in the winter, the noderate air quality
due to particulate matter and snoke pol |l ution
often as early as seven a.m in the norning. On
days when the wind drops or cones in fromthe
ocean, that noderate rate very quickly
deteriorates. Gound |evel ozone, as |'m sure
you fol ks know, is already an issue and it's only
April. | think that's probably, it |ooks |ike
we're in a brace right now as to whether or not
ozone or particulate matter will win the day on
any day. Since 1973 with the oil enbargo, the
sal e of wood burning stoves has skyrocketed. The
shiny knew snoke stacks in every residentia

nei ghbor hood can attest to that. And nost of the
condom ni unms and town hones that | have | ooked
at, they offer electric heat, clean electric heat
and conversely they offer supplenmentary wood
stove. And the indication is that wood snmoke is
not that bad a thing. And when you | ook again at
that em ssions chart, it seems is this we're

| aboring under that m sconception that wood snoke

is green. It's natural, therefore it's healthy.
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And wood snoke is, in two words, air pollution,
plain and sinple. The nore efficient fuels, the
natural gas and oil burned cl ean because our
government has regul ated and i nposed standards,
so that they wi nd up burning clean and ensuring a
healthier life-style for everyone. As you can
see, the wood stoves are at |east a hundred tines
nore polluting than the gas furnaces and the old
wood stoves are probably about a thousand tines
worse. There's just no way to burn wood, not
safely. According to the natural resources
defence council, 64 thousand people probably die
prematurely each year from cardi opul nonary cause
linked to particulate pollution. England began
to mandate a clean fuel use following their air
inversion in 1952 that killed 4,000 people. It's
called, what did they call it there, the UK Cl ean
Air Act of 1956 cane about because solid fue
conbustion was a significant contributing factor
in the deaths of those 4,000 people. Star Ledger
in Decenber of '98 listed to our popul ation
density at approxi mtely 1034 per square mle

If we're going to legislature for clean air as it
applies to a tobacco snoker, how can we ignore an

issue that is 12 tines nore deadly and far nore
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evasi ve than tobacco snoke? M goal is not to

m nimze the concerns of the industrial pollution
incineration. And |I'mnot here to excuse, if you
will, the em ssion from our western neighbors.
I'"'mhere to target the enornous ignorance that's
contributing as much as 50 percent or our
pollution here in the State of New Jersey. W,
the public, have got to take responsibilities for
our actions. Not every problem can be pinned on
t he pocketbook of an industry. |ndividuals who
make poor decisions will inpact thenselves and

t heir nei ghbors, and what we need to bring

i ndustry and conpliance, we al so have to begin at
the bottom of the pile and work, starting with
the amateur incinerator operator who is the

resi dential worker. The information and science
is available to us. Burning Issues has a website
that has conplied sonme 300 scientific papers,

nost of them have been acconplished by the USEPA
and sone other original studies. The New Jersey
DEP needs to bring this to light, they need to
enforce good public health for all of us. [|'ve
been assured that we don't have an open burning
policy in this state, but | have been told that

farmers can obtain annual burning pernmits. Burn
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days are dependant here only on fire conditions.
No consideration is given to the air quality
status or the daily forecasted conditions for
human health. One call to the Forestry Service
and you can light the match. | n WAshi ngton
State, this year, they've notified the grass seed
i ndustry that they're no | onger able to conduct
open field burning. The health of the residents
t akes precedence over the profits of their

i ndustry. |I'msure their density can't hold a
candle to ours. In lowa, Nevada and

Pennsyl vani a, |ast year, |aw students were
successfully filed against residential wood
burners by their neighbors. The details can be
seen on the Burning Issues' web page. The upshot
here is that the clean non-polluting fuels are
available. The court found for the plaintiff's
right to clean air in the hone, clean air on the
property. This past weekend | noticed that ny
garden centers are being flooded with a clay
version of a wood stove, a chiminea from Mexico
Custoners are now bei ng encouraged to go and burn
wood or coal on their patio and have a | ovely

out door wood fire for the sunmer. That's open

burning. This should not be even for sale in
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this state. W need to get the State of New
Jersey to take a second look at this. It occurs
to me that as long as they ever there's enough
particul ate matter being generated by our
popul ation, there's no way for scientists to
prove the negligence of corporate entity. Right
now nost residential wood burning is conming to a
halt. Wth these chinineas, |I'msure we're going
to see a |l ot nmore wood burning, and at sane tine
the power plants to the west that we've been
heari ng about are going to be cranking up in
earnest burning wood, coal, whatever is cheap
So the question is, how many wood burners does it
take to nullify any attenpts by scientists to
read particulate nmatter data and to identify the
power conpani es or any other industry or anyone
else as a polluter? And | would say that we've
met the enemy and he is us. | would hope that
you folks will be able to nmount sonme kind of an
i nformati onal and educational canpaign, public
and influence, sone kind of controls for the wood
burning. Both the public and private. Thank
you.

MR, BERKOW TZ: Thank you. Any questions

fromthe council? At this point, this concludes
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the list of speakers that | have before ne. 1Is
there anybody el se in the audi ence that wi shes to
be heard on the issue of energy deregulation? |If
not, |1've been advised that the Conmi ssioner
woul d |ike to say somet hing.

MR, SHINN. Sorry to get on your agenda
twice in one day, but it was a little premature
this norning to talk about this, but New Jersey
is filing a 126 Action against a group of states
south, as far as North Carolina and west to
include Illinois and North M chigan and New
York. So it's the transport |ine west and
certainly south to include North Carolina. So
it's not something that we've done lightly.

Quite frankly, we becane concerned when a | ot of
us, a lot of the states that voted for the OTAG
sol ution and reconmendati on of the EPA through,
probably several reasons, changed their

position. And states |like Ohio and Indiana and
North Carolina, to nane a few And we're sort of
in a unique position to take advantage of the
subregi onal nodeling that EPA did. EPA took the
OTAG nodel and did it froma state perspective,
and we took the opportunity of bringing that

nodel ing into our program and identify that in
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the state inplenentation plan call. So we think
we have a technically sound basis for making the
126 Application. And so, essentially, |I'm
signing that and processing it as of today.
Those of you who are interested in that aspect of
our air program it's done. Thanks a lot.

MR, SPATOLA: The Clean Air Council, today,
aware of this action, has passed a resolution in
this regard. And | would just |like to readjust
the last portion of our resolution as it applies
to Section 126. |If you want | could read the
whole thing to you. This is done by the Cl ean
Air Council today, the 14th of April. It says,
WHEREAS: New Jersey has taken strong efforts to
control ozone precursors within its boundari es.
WHEREAS: Emi ssi on reductions from sources |ocated
in New Jersey al one cannot bring the State into
attai nment, because ozone and ozone precursors
transported fromoutside the State continue to
impair the State's air quality;

WHEREAS: New Jersey has therefore played a strong
| eadership role in the National Governors

Associ ation, the Environnmental Council of the
States, the Ozone Transport Assessnent G oup and

the Ozone Transport Comm ssion in pronoting
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cooperative and innovative solutions to regiona
envi ronnent al chal | enges;

WHEREAS: New Jersey has al so played a | eadership
role in fostering coordi nated regi onal ozone
reduction actions anong the twel ve Ozone
Transport Conmi ssion states and the District of
Col unmbi a such as the NOx Budget Program for |arge
stationary sources which calls for a seasonal 75%
NOx reduction fromelectric generators by My
2003, along with an interim65% NOx reduction
begi nning in May 1999;

WHEREAS: Based on the OTAG Assessnent, the US
Envi ronnental Protection Agency has determ ned

t hat ozone precursor em ssions originating from
sources located in m dwest and southeast states
significantly contribute to ozone standard
exceedances in New Jersey, which is consistent
with e North American Strategy for Tropospheric
Ozone's finding that 40% or nore of the anbient
ozone affecting New Jersey is typically the
result of interstate transport;

WHEREAS: The US Environnental Protection Agency
has taken final action under Section 110 of the
Clean Air Act to address regional ozone transport

in the eastern United States by requiring that
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twenty-two eastern states reduce seasonal NOx

em ssions by one third, so that power plants

| ocated in those twenty-two states reach a NOx

em ssion | evel of

VWHEREAS: The US Envi ronnent a

0. 15 pounds per

mllion BTU,

Protecti on Agency's

Section 110 rule has been legally chall enged by

m dwest and sout heast el ectric generating

conpanies in an attenpt to stay the rule and

t her eby del ay or

acti ons;

avoi d NOx em ssion reduction

WHEREAS: Section 126 of the Clean Air Act

provi des a neans for states to petition the US

Envi ronnent a

Protecti on Agency to take direct

action to nmtigate interstate transport, under

whi ch ei ght

nort heast states have acted;

WHEREAS: New Jersey has now joi ned the

af orenenti oned ei ght states to petition the US

Envi ronnent a

of the Clean Air Act.

THEREFORE: The New Jersey Clean Air

Protecti on Agency under Section 126

Counci

strongly supports and commends the decision by

the State of New Jersey to file a Section 126

petition expeditiously with the US environnental

Protecti on Agency as neans to ensure that the

i mpact of

regi ona

ozone transport

is effectively
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mtigated, should the US Environnental Protection
Agency be unable to proceed with Section 110
i mpl enentation as set forth in the Section 110
final rule. That's it.

MR, SHINN:  Good.

MR, SPATOLA: Congratul ati ons on behal f of
the entire Clean Air Council

MR, BERKOW TZ: Okay.

MR. EGENTON: Wearing ny other hat,
wanted to thank you both professionally and
personal |y, as you know, the State Chanber joined
inthe litigation with the New Engl and States,
and we appreciate your efforts here today. Thank
you.

MR. BERKOW TZ: Conmi ssi oner, on behal f of
a |l ot of people who spectated your invol venment,
and sonebody that's personally involved in the
program years before, |'m proud of your efforts
in putting New Jersey on the forefront and | want
to personally congratulate you. W have witten
coments which will be entered into the record
fromMarie Curtis fromthe New Jersey
Envi ronnmental Lobby, from WIIliam Dressel from
the New Jersey League of Miunicipalities. And

Janelle Gurarro from Enron. |Is there any other
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busi ness pendi ng before the Clean Air Counci
relative to the hearing?

MS. | NDELI CATG:  Just to let you know there
was a little confusion with the BPU s scheduling
today. But we as the Council mght want to
consider and we're certainly open to it if there
were any ot her questions that they were not able
to come to and answer or sonething |like that, we
could submit them and al so receive their
comments, so we'd like to reserve place for the
BPU statenent also of sonme type. And | also just
want to say | have a nessage that was sent by
Chris Siebens that there were certain questions
he could not respond to and he'll provide an
e-mui| address. That will come back in that wll
make part of the record al so.

MR, EGENTON: Erin, do we have a guest
speaker schedul ed for the next nmeeting for Muy.

MS. | NDELI CATG:  We do.

MR, EGENTON: | was going to suggest if not
that would be but the followi ng would be we can
have a BPU representative cone talk to us.

MS. | NDELI CATG:  They filled right up.

MR, BERKOW TZ: | think it would be very

i mportant to get the BPU s comments.
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MS. | NDELI CATO: A representative in the
audi ence, who could really speak on the issues,
suggested that there were things they could have
answered if we would like to put certain
questions to them

MR, EGENTON: | think in putting together
our reports of the comments we received, we can
sit down with a BPU representative and hopeful |y
in the nonth of June and they can clarify sone
things on the Board of the Public Uilities end
of it.

(testinmony of WIliam Dressel, not
present)

MR, DRESSEL: The New Jersey League of
Muni cipalities is pleased to offer its position
regardi ng the environnental inpact of electric
energy deregulation in the State of New Jersey.
The League recognizes that the instability of
mar ket pricing and energy supply could, over
time, create a stronger bias toward the
i ntroduction of less environmentally friendly
fossil fuel derived energy which is generated in
areas west of New Jersey. Environnental
standards are less in that region of the country

than those whi ch have been promnul gated and



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

168

successfully adm nistered in New Jersey.
Therefore, the League supports any initiative
that will work toward the reduction of inported
energy to the State which has been produced

t hrough unaccept abl e envi ronnmental standards.
Thi s includes support for the environnental

di scl osure standards pronul gated under the Act.
However, we strongly urge the New Jersey State
Legi sl ature to adopt even stronger standards over
the course of the next four years. W believe
that New Jersey should take a national | eadership
position |inking energy deregulation with

envi ronnental impact concerns. O primry

i nportance to the League is that all energy
consuners, particularly those in the residentia
sector, nust have the ability to benefit from

| ower prices resulting from deregulation on a
consi stent and ongoi ng basis. This will assure
that New Jersey will continue to maintain a
heal t hy and growi ng economy while its residents
enjoy inprovenent in the overall quality of life.
Two key issues formthe League's position in this
critical area- nunicipal aggregation and the
adoption and adm ni stration of effective Demand

Si de Managenent efficiency programs and neasures.
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Muni ci pal aggregation will allow sufficient
nunbers of | ow use energy consunmers to take
advant age of vol unme purchasing to nmaxin ze cost
reducti ons and achi eve neani ngful reductions in
their energy bills. The |eague has consistently
and visibly maintained its support for the
muni ci pal aggregati on concept, and it has now
conmitted its resources to all nenbers in their
efforts to develop the framework. New Jersey has
| ong been a national |eader in the creation and
adm nistration of highly effective DSM prograns.
Many of these have becone nodels for sinilar
initiatives in other states. W now find
oursel ves at a crossroads regarding the true of
DSMin this state. G ven the positive
environnental inplications of DSM it is
essential that a renewed effort be put forth with
both the energy supply sector and the private
energy service industry conbining in a
br oad- based effort to increase the |evel of
fundi ng and mar ket penetration of DSM prograns.
DSM by definition, will reduce the amount of
energy required for individuals and busi nesses
alike. This, in turn will decrease the

dependence on | ess expensive and hi gher polluting
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el ectric generation. In addition, an ongoing
program of effective DSM efforts will ultinmately
mtigate the need to construct additiona
generation facilities in New Jersey or within the
Pennsyl vani a, New Jersey, Maryl and

I nt erconnecti on. Al of this will lead to a
substantial reduction in em ssions, thereby

i mproving New Jersey's air quality. The League
al so endorses the State's initiatives in the
areas of alternative and renewabl e energy sources
that are becoming increasingly critical to the
energy stability of both the state and nati on.
The League expects that the increased funding

whi ch was included in the legislation will be
utilized to devel op innovative and cost effective
solutions to alternative energy applications that
will be beneficial to its nmenbership over a

| onger period of time. |In sunmary, the League of
Muni ci palities has dedicated its staff and
resources to assure that its nmenbership receives
t he maxi mum benefit possible resulting fromthe
deregul ation of the electric industry while
striving to support initiatives that, at the sane
time, will lead to the anelioration of New

Jersey's environnent. W support rmunicipa
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aggregation, the expansion of the environnmental
portfolio standards and the devel opment and
funding of effective and nmeani ngful DSM prograns.
Finally, we commit to provide a strong and
under st andabl e educati on programto our

menber ship regarding the inplications of energy
deregulation and its relationship to the

envi ronnent of New Jersey.

(testinmony of Marie Curtis, not present)

MS. CURTI S: The New Jersey Environnental
Lobby represents sone 100 | ocal and statew de
environnental groups in the state with a
thirty-year history of activity to protect and
preserve New Jersey's natural resources and the
public health. |In recent years we have focused
primarily on air quality because of the severity
of the air pollution problemin this state. W
fear that the deregulation of the electric power
i ndustry will only worsen an al ready bad
situation. Because New Jersey is in severe
non-attai nnent of the National Ambient Air
Qual ity Standards, we have required nore
stringent controls on pollution generators,

i ncludi ng power plants. The facilities providing
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electricity in this state are far cl eaner than
those in other areas. They al so provide
electricity at a higher cost, paying for those
protections. |In the mdwest, the tall snpoke
stacks carry the em ssions up to the prevailing
wi nds where they are transported to the
northeast. Mbst midwestern states are in
conpliance with NAAQS because their em ssions are
deposited el sewhere. These states al so have a
strong econom c interest in coal as fuel since
they are honme to nmuch of the coal mining

i ndustry. So a ready supply of rule, coupled

wi th supposed Clean Air conpliance, has led to
dirty power production at a considerably | ower
cost than here in New Jersey. The public has
been told repeatedly that deregul ati on neans
conpetition and conpetition neans cheaper rates.
Qur fear is that our citizens will act on that
prem se and deci de on a power provider based
solely on the bottomline. This could inpact
nost adversely on our air quality, public health
and even on the State's econony should the clean
utilities be forced to curtail or close
operations. This is not a happy scenario for

anyone. W are not alone in this vision. 1In the
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past several nonths, anticipating deregulation
and a demand for cheap power, power conpanhies in
M chi gan, Louisiana and Illinois have been
attenpting to bring old, dirty coal fired plants
on line again. These are sonme of the nost
pol l uting generators since they were

gr andf at hered under the original Clean Air Act
and exenpted from new source facility standards.
In Mchigan, the plans to reactivate such a pl ant
were called routine maintenance to justify the
reactivation. Sonme local citizens were horrified
and groups eventually went to court. The judge
decl ared that reactivation of a plant nothballed
for 12 years was nore than routine mai ntenance an
ordered the generator to switch to natural gas as
a fuel. In other areas, the issue of those
dirtiest facilities being reactivated is stil
very real and progressing. Here in New Jersey
our citizens will have information to assist them
in maki ng a choice of power provider. The law in
this state requires that potential custonmers be
told of the fuel sources of the power that they
will be buying. Residents will be able to see
the percentage that cones fromdirty coal, the

percentage that conmes from cl eaner natural gas or
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hydroel ectric, and the percentage that cones from
green sources |like solar and wind. The choice
will be inmportant to us all. If we opt for
nonetary savings alone, our air quality wll
continue to worsen. W are already facing
possi bl e sanctions for failure to inprove air
quality. Further stringency in our state
requirenents will be an economi c disincentive to
busi ness and will end up costing us nore in other
ways. Most inportant though, is the public
health. It is our children and senior citizens
who will pay the price here. Studies have shown
us repeatedly that air pollution equates to

i ncreased heart and respiratory disease. A
study done here in New Jersey showed that, on
ozone al ert days, hospital adm ssions for
respiratory di sease rose roughly 30 percent. The
primary source of NOx, an essential elenment in
the foundation of ground | evel ozone, cones
primarily from power plants- coal burning power
plants. In the presence of ozone, asthma attacks
and allergy reactions escalate as well. A
British study confirnmed that in the presence of
ozone, only one-half the nornal dosage of an

allergen will trigger a severe attack. |In sone
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parts of Elizabeth, NJ, roughly 40 percent of the
el ementary school children suffer from severe
asthma. It is not a cost saving if we have to
i ncrease nedi cal care costs and medi cal insurance
costs to conpensate for declining health. The
real cost of our power provider selection my
never be seen on an electric bill. Therefore, we
bel i eve that a massive public education canpai gn
to place facts before the citizens of this state
prior to deregulation is necessary. New Jer sey
citizens are sophisticated when it cones to
envi ronnental concerns. We believe they will do
the right thing if they have all the facts. W
t hank you for the opportunity to appear here and
make our concerns known to you.

MR. BERKOW TZ: | believe that that
concl udes the hearing. And as such, ['ll turn
the m crophone back to the Chair

MR, SPATOLA: This officially closes the
Clean Air Council's 1999 public hearing. And we
want to thank everybody for the participation and
t he invol vement and the comments and the
suggesti ons that have been made. That will help
us to arrive at sonme position on what

recommendati ons we shoul d be nmeking to the
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Conmi ssioners regarding this very tinmely issue

that was today's topic. And thank you.

(The public hearing was concluded at 3:30 p.m)
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