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SENATOR GERALD R.-STOC K‘M AN (Chairman): “Good morning,ln
‘my name is Gerry Stockman. I'm Chairman of the Senate Legislative.OverSight_;¢
Committee, and I will start off with an apology. This hearing was scheduled
for ten o'clock -- it's 23 minutee efter. There was some possibility that v
Committee members‘would be present, but it looks like that may not be'trﬁe_i
and, rather than wait, in fairness to the peopie who are here; I‘think‘meV“
should begin this hearing. ‘ ' | |

‘Hope Creek and 'its cost implieations to the citizens of New Jersey*':
is a very major issue. I think that 1s going to be part of the hearlngs that -
are commenc1ng here this morning. v o

I think a second issue is an issue that the Publlc Advocate hlmself
raised in an exchange of letters with my colleague, Senator Dalton, who is 'v_ 
seated here with me, and who is Chairman of the Senate Energy and Env1ronmenta1
Commlttee. ' '

Incidentally, I want to recogniée'andbwelcome Senator -Dalton. ..
_ Senator Dalton has hed a-long and a sincere, and a deep interest in and in; :
volvement with the subject of energy conservation, nuclear energy, and ei1ied'3
subjects.. I want also to welcome the Public Advocate, an o0ld friend of‘mine
and colleague at the bar, a trial lawyer, a'gentleman'who'has distinguiéhed
himself. in a variety of‘ways in public service over the years. I'm hapPyr
that the Public Advooate_is here. I know he is ooncerned about these hearings
énd about Hope Creek. I talked with him‘very shortly after making ﬁp my;mind
~ that this hearing and the issues that it intends to take up were.important,
and he was straightforward with me and indicated an intention to cooperate;" ”
He has cooperated. There have been exchanges between our staff and his staff, -
’ principally Bill Potter, who I also see here, and I want to thank bothAof them:
for their efforts in coopereting with us. A

' We moved rather.rapidly, and that has presented problems in termswoff

acquiringvinformation and material} in my opinion, necessary to a thorough and -
intelligent oompletion of these hearings. I'm not sure that we have all of the
materials from the Public‘Advocate'that We need, but I hasten to add”thatﬂthat
is not the fault of the Public Advocate. I received a oall.yesterdey,whioh I
‘ haﬁe not had a ohance to‘respond to, from Mr. Potter concerning . SOme'communi—
cations I- believe from the. Governor, or to the Governor, and I haven't" seen
those yet. There are other documents that some of the Commlttee members have‘:
not ‘seen’ and for that reason, among others, it is ev1dent ‘to me that’ thlS

‘3‘~Comm1ttee could not 1ntelllgently complete its inquiry today.,'Therefore,.I



want to announce, and,make.clear at‘the ontset[‘that there will-be at*leaStmw'

. a‘seconaihearinéuon this sﬁbject. ‘The date of that hearing will be announced
before'the‘day‘ends; and it will be soon} bécause 1 thrnk it’iSﬁimportant that
.wermoVe rapidly to deal with this guestion 6f the Public:Advocate®'s handling .
,of‘its'entry‘into the Cost Containment Agreement with Pnblicvservice andfothers;
But‘itiis‘equally important, as Ivindicated'earlier I think, that we do it

f thoroughly and completely. .

SR The second issue,. and I interrupted myself and I apologlze 1f I m.

. rambllng a little bit, but the second issue which I think this ‘hearing presents

'to us' is whether w1th all of the existing governmental mechanisms, the Board’ of
Publlc Utilities, the Energy Department the Governor's Counsel, the Office on .
S-Pollcy and Plannlng, the’ Attorney General's Offlce, and the Public Advocate =
v:hlmself whether nevertheless the citizens of this State will be denied a full
‘reqord, an intelligent, informed, open, adversarial debate and then de0151on?,
'on'Whether to build a plant which many knowledgable people, in and out of t

. ‘government, sincerely believe is to be an economic disaster -- is to be an

. environmental disaster -- is to be a conservation disaster -- is to be, ‘and "

hopefnily not,tpossibly'even a safety disaster. i
: I think that is the second and equal issue that is going to have,j},p‘\‘{

'to be dealt with by this Committee. .
- Now, when the Public Advocate resolved to give up its long,- courageous,

.- vocal, unwaivering, resolute, steadfast public OppOSltlon to the completlon of.

‘ °.ﬁope‘Creek I, there well could have been a publlc hearing such as this to exeji

‘plore why it was that that happened. I'd‘be less than candid if I Suggested:tO"
 you that I intended to call such a hearing, but I was at the BPU hearing somefpi.r.
'_'Weeks back when this proposed agreement was submitted to the BPU for considera—
Ation. Before T left, Al Nardelli, an'attOrney who I do'not»know well; but whor
I nave‘had some dealings with, particularly as a‘member of the Assembly‘Energy

and Natural Resources COmmittee, and WHo”isafrom’my information and understand;"

o 1ng a long-time and respected member of the Public Advocate's Offlce, stood up

. 1n a publlc hearing with a number of medla present, and a number of other people _f'”

-present, and made the extraordlnary request that he be allowed to- speak as a- -

'1,pr1vate ‘citizen.

He was granted that right by the Board of Public Utilities,- and he .
'v went on to suggest that, in his opinion, this Cost Containment Agreement, in Lf
R fact,‘was mot: in the public interest. ' I think that development, coming from a

- Chief Counsel in the Public Advocate’s Office, was indeed extraordinary. -I-



think that development necessitated this hearing. As a matter of fact, at'thatt
hearing I was startled enough, but sensed enough the magnitude of the situation
f}and»the’seriousness of the situation, -that I spoke to Mr; Potter who was present
and said that 1t seemed to me that for the sake of the Publlc Advocate, as well
as. for the natural concerns that I thlnk are g01ng to come from the publlc over
thlS, that we ought to have a hearing, or hearlngs, on the matter.

At that time, Mr. Potter's reaction was that I was probably rlght.
He'll have an opportunity, frankly, to either continue to subscrlbe to that
theory or perhaps have a different one as we go through this hearlng, because
as. a result of an'exchangeiwith Mr. Potter I made clear to him that I felt'lt
important that we hear from him as well on‘this situation. It is my 1ntentlon
to hear, at least, from Mr. Nardelll, flrst and foremost in some ways, but from
the other staff people who signed a memorandum which has come to our attentlon.

In the course of further looking into this, the memorandum was dated the day

.before the Public Advocate signed the Cost Containment Agreement -- a memorandum, ‘.

which was subscribed to by the three top people, as I understand it, in Rate
Counsel's Office, and a memorandum which strongly urged that the Public Advo-
cate not sign the proposed Cost ContainmentbAgreement. | .

. 'So with that brief introduction, I would like to call first before
this»Committee,'Mr. Alfred Nardelli. I have spoken to Mr. Nardelli since the

- hearing in Newark. I indicated to him my intention to convene this Committee
‘to inquire-into this'question‘of‘Hope Creek, its completion, and into the. |
procedures whereby the Public Advocate'svposition on Hope Creek was drama?
tically'changed. I have asked him to explain to us his position in thls matter.
I thlnk it is public knowledge that since that event Mr. Nardelll has, in fact,

been.flred. Nevertheless, I think Mr. Nardelll, as an attorney, as a. long-term

©  'member of the staff of the Public Advocate, is worthy of hearing by this Com-

_mlttee. Therefore, I am 901ng to ask him to brlefly identify himself.

‘ Mr. Nardelll, in that regard for the record, I would like you to tell
vtus your educational experlence and your work experience w1th the Public Advocate
'before you give us a statement, which you apparently have prepared - Then I do
‘have some questlons, and I belleve Senator Dalton has some Questlons for. you .
afterward. ' . “
AL F-RVE D L. NARDELLTI: Thank you, Senator Stockman. I graduated
from Columbla Law School in 1966. I spent two years in the Army as a Captaln,

jlncludlng 12. months in Vietnam, where I was awarded the Bronze Star.



T have spent almost my entlre career in public serv1ce., I spent
three years as a Deputy Attorney General under Governor Wllllam T. Cahlll -
'iand Attorney General ‘George F. Kugler, Jr., from 1970 to 1973, and in 1974
‘:I came to the Public Advocate s Office. I was hlred by Stanley Van Ness.

I am one of the four charter members of the ‘Division :of Rate Counsel. There
‘were four of ustthat started out in June, 1974.
Sometime in{therFallfof l976,'l,beeame~Deputy Director.ofvthe
Division of Rate Counsel, the number two person- In January,‘l982,’it was
T a 1ittle confusing because my predecessor as Director}:Bill Gural,vwasogoing
..on ileave as a prelude to retirement, but in January Stanley»Van.Ness;made=me'——‘
I guess you would .call it Acting Director.. When Bill Gural finally retired,r '
even though he'd left the officeﬂpretty'much for :good iananuary‘he_finally.u
"retiredvon April 1, that's when I ‘thought I becamefDireotor, I never heard
;'anythlng to the contrary.
- ‘ I was Dlrector from April, 1982 to September, 1982 Is thataenough
_background7 ' . ‘
ASENATOBtSTOCKMAN: I think so, thank you. Go -ahead. _
MR. NARDELLI: I shall have some comments -on why the Hope Creek
”Cost Containment Agreement is not in the best interestroprew Jersey“s.rate-
"'payers‘and should be rejected‘by'the Boaxrd of Public Utilities_- However,‘the
zfocusﬁof my testimonvaillﬁbe the decision~making process by which the Public
ledvécate abandoned its long-established opposition to the‘HopeaCreek.nuclear
'*prOJect by agreeing with Public Service Electric .and ‘Gas, Atlantic Clty
‘: Electrlc, and the State Department of Energy for .all time, "not to challenge

the need for Hope Lreek I before any federal oxr State agenc1es which may have

"f‘jurlsdlctzon

y . ) I shall begln by giving .a brief hlstory of the Public Advocate s
p051t10n to the Hope Creek nuclear progect. ‘In 1975, the Publlc Advocate
appealed the coastal permlt granted to Publlc Service for Hope Creek I and II
by the Department of EnVLronmental Protection -on the grounds that conservatlon

alternatlves had not been conSLdered. The Appellate DlVlSlOn of the Superlor

*Court nejected thls argument and suggested that any 1nqu1ry into these matters
fywas properly the jurlsdlctlon of the Board of Public Utilities.
v In11976, the Public Advocate filed comprehensive testimony with ‘the
BPU in the Public Sexrvice rate case which not only challenged\the need. for the

o two?HopeiCreek'plants, but also the need for the Atlantic floating nuclear




piants which Puhlic Service was planning to build off the'coast of Atlantic;
City. -Primarily'as a result of the Advocate's argumehts,-Public Service'ff
cancelled the four floating nuclear unlts. B

In February of 1981, Public Serv1ce filed an appllcatlon with' the
BPU for the 1argest rate increase in the hlstory of New Jersey -- $536. mllllon,
an annual increase.- The dr1v1ng force behind this request was Public Servlce,s
l]need for funds to build the two Hope Creek units. In that rate proceeding}hthe
Public Advocate filed testimony to demonstrate that an aggressive and‘innovaF
tive program'of energy conservation could sﬁbstitute for new power projectsi‘
1nclud1ng the two. Hope Creek units. _ -

It is true that during the litigation of the 1981 rate case,. the
Public Advocate concentrated its attack on Hope Creek II. In December‘of”l981,
Public Service did cancel Hope\Creek Ir. It was inevitahle at that point for
the Public Advocate to turn its attentlon to Hope Creek I. '

On February 11, 1982, Joe Rodriguez was sworn in as ‘the Publlc
Advocate. There was a hearing before the BPU regardlng Hope Creek on - -
February 19, 1982. I was.very careful to clear my statement with Assistant"
Commissioner Bill Potter. Mr. Potter made seﬁeral suggestions which I incor- -

porated in my statement before the BPU. I assume that Mr Potter checked w1th

:u Mr. Rodrlguez before author1z1ng my statement

I would llke to read an excerpt from that statement, and I' .
quotlng now: ,
"There is reason to believe that Hope Creek I is not

needed for capacity reasons after all.

"There is also a question whether there may be a less
expensive alternative than Hope €reek I to meeting the

energy requirements of Public Service's customers.

ﬁPubiic‘Servicer‘own recent(estimate of theICOst of-Hope'
Creek‘increased $700‘million in less than one year, ahd
- Theodore Barry & Assoc1ates thought that even greater in-
Ccreases were p0551ble. If Hope Creek I is 901ng to cost
another $3 or. $4 bllllon to complete, perhaps it would be
'ﬂ‘botter to abandon the project now and spend some of that
: money on conservatlon and cogeneration projects which

- would enable Public Service to do without Hope Creek I.



"‘;"The Publlc Advocate suggests that the BPU order Public
Service. to suspend construction of Hope Creek for the
“Tnext,four:months whlle the.partles»lltlgare'whether,the
‘»plant*should be completed. At the very least, the‘BPU
eshould order Publlc Serv1ce to reduce its expendltures ; ' V;“.?5¢@ S
: 'on the. progect to a minimum, " ' ‘ o | -
, That's the end of the quote.' I have'quoted at‘length from'thislstate—i‘
»ment to show that by late February of thlS year, Rodriguez, Potter and Naﬁdelll |
"were 1n complete agreement on Hope Creek I. The Publlc Advocate was g01ng to
ﬁpush for a review of the progect to determine ‘whether Publlc Serv1ce should
be ordered to cancel it. v ) ) ‘ o
To thlS end the Public Advocate v1gorously supported Senate Bill ;?»:
“975], As I recall ‘the three primary sponsors of that bill were Senator Dalton,

Senator Stockman,:and Senator- Zane. Now, Senate Bill 975 not only requlres'*'

"a Certificate of Need for all new power projects, but expressly creates a bluéz’
_rlbbon commission to review whether Hope Creek I should be. constructed.

As an example of the Public Advocate S support for Senate Bill" 975 o
and its efforts to have the need for Hope Creek reviewed, I have attached the“
April 7, 1982 letter from Mr. Rodriguez to Mr. Cary Edwards, Counsel to the
Governor. In this letter, Mr. Rodriguez takes the positlon that the Certifi- °
cate of Need process set forth in Senate Bill 975 should also apply to Hopedl“ﬁy'“ 3
'Creekvl. I quote from this letter from Rodriguez to Edwards: '
 "There is‘still'time to do something about Hope Creek besides
locking ourselves into needleSsly high rate increases to '
underwrite its completion." And, given the costs’ of this
‘facility -- between $3.5 and‘éS.S billion -- there is no
'choice‘but to subject this project to the most intensive
and searching. 1nqu1ry pOSSlble. This the State‘of'New
Jersey has never done. I further believe that, if we act
swiftly and lntelligently,_the Kean Admlnlstration'can
guarantee a safe and secure flow of energy at least equal.
to- what Hope Creek would provide,-but at a fraction of its
costs.. . There are many cost-effective alternatives to com-

‘pleting Hope Creek, if we but: look for them.

"Nor can. it be sald that the time for review of this progect

has passed, There is simply too much money still at stake.




Indeed, from a practical perspective, now is really the.ha.
best time for a searching review of Hope Creek and

alternatives.

"The question facing the Kean Administration is when

- will this State conduct its own independent review,

before it is handed yet another fait accompli -- in
the form of a unilateral cancellation by the utility
or in petitiohs for enormous rate increases. Either»
way, the issue of Hope Creek simply will not go away.
It is far preferable, therefore, to confront it forth-
rightly and‘comprehensively, while there is still a
‘practical opportunity to do something more’than'pass

on higher costs to already irate consumers."

" In his letter of April 7, 1982, Mr. Rodriguez goes on to give some
cost ‘estimates for the Hope Creek project. He then concludes that, and I -
quote again from the April 7 letter: '

"Obviously, cost figures such as these, espec1ally in
light of the relatively paltry benefits and the absence
vof any comprehensive review to date, underscore the
importance of applying the full weight of a Certifi-

- cate of Need process to Hope Creehr..,that is why we

also believe that‘the best approach would be to call
for a temporary halt in construction until this review

' can be completed."

On April 13, 1982, Gary Stein, Director of Policy and Planning, Sent
a memo . agreeing -- this memo -was to Cary Edwards ~-.with the recommendatioh
made‘by Rodriguez that the Certificate of Need process in Sehate Bi11‘975
be applied to Hope Creek I. I have attached a copy of that memo to'my
testlmony. ' ' ' - _ :
' Senator Dalton knows more about this than I do, but it is my under—
,standlng that the Public Advocate, and partlcularly Bill Potter, played a’ majorv
‘role in draftlng the amendments to Senate Bill 975 that provided. for the review
of the need for. Hope . Creek I, and Senator Dalton would also conflrm, T belleve,
that the ‘Public Advocate lobbied strongly for the bill's passage in the Senate.;

In Lact,~tarly‘thl. past oummor, Senate BllJ 975 pass cd the Stato Senatc by ‘the



resounding;yqﬁeﬂof 35 to 2. It appeared then that tﬁe Public Advocate was
on the vefge ofvobtaining something'for which it had long struggled -+ a
,meanlngful rev1ew of the need for Hope Creek I. |

During the month of July, there was no evidence ‘that I had fallen
out of step with Rodrlguez‘and,Potter‘concernlng the Department s policy ‘toward
Hope Creek. I'1l cite two examples. '

On,Julyrll, 1982, Gordon Bishop began a major seties of ‘articles in

The Sunday Star-Ledger on nuclear power in New Jersey; Bill Potter is quoted:

on Page 20 of the Ledger article as thihking that, and I quote, "Hope Creek T
is a financial disaster that should be junked before more money is\wasted-on'
its completion.” Less than one month after that statement, Mr. Potter urged
fe Mr. Rodriguez in my presence to sign the Cost Containmeht Agreement which en=
‘sures that Hope Creek I will be completed no mattet what the cost.

;Senatofs, I have an even more dramatic ekample of the Public Advo-
cate's flip-£flop on this issue. On July 6, 1982, Assemblyman Thomas P. Pankok,
aware of the Public Adv0cate's‘oppositioh to Hope Creek I and -our support of
Senate Bill 975, wrote to Joe Rodriguez to express his "strong support for thef
completion of the Hope Creek nuclear generating unit."

. Mr. Rodrlguez responded to the Assemblyman on July 29, 1982 I have
attached a copy of that letter to my statement, but I am 901ng to qguote frem it.
I am quotlng from the July 29 letter from Joseph Rodriguez to Assemblyman Pankok

"Frankly, I am not as confldent as you are that the construc-

tion of Hope Creek I is in the best interest of the citizens

of New Jersey. You may be right that the capacity represented

'by Hope Creek I will be ‘needed' in the 1990's, but it does

‘,not follow necessarily that Hope Creek is the beét (i.e.,

cheapest, fastest, most reliable and-environmentally sound)

','Way to get that‘capacity. For example, 1000 megawatts of

.conservation w111 cost New Jersey a small fractlon of the

cost of 1000 MW of Hope Creek....

"y support Senate Bill 975 because it seems to me that Hope
Creek must be reevaluated in light of many changes in cir=
cumstances. These changes include: :(a) a continued pattern
of cost overruns at Hope Creek; (b) a continued decline or
stabilization in oil prices; (c) huge new supplies of natural
gas beeoming‘available, and (d) a continued pattern of projec-

tions of declining load growth."



That is the end of the quote.from Mr. Rodriguez's letter of July 29,
1982. o L
Less than two weeks ieter; the sameﬂman who wrote this ringing
endorsement of Senate Bill 975, signed the Cost Containment Agreementkwhich '
tries an end run around Senator Dalton, Senator Stockman) and the 33 other
State Senators who wanted a review of the need for Hope Creek I.
If the Committee asks Joe Rodriguez one question today, it should
be this: What specifically happened between July 29 and August 10, 1982‘that
‘caused‘Mr. Rodriguez to turn his back on Senate Bill 975 and rejectﬂseven
years of effort by the Public Advocate to have a meaningful review of the
- need for the Hope Creek nuclear project. This Committee should ask Mr.
Rodriguez and Mr. Potter to produce the documents and the studies that con-
vinced them to reverse their position and reject the advice of the entire '~
Rate Counsel staff. |
Let us turn now to the Cost Containment Agreement 1tse1f It iss
* true that sometime during the Summer of 1982, Bill Potter gave me a rough
draft of the agreement. I told him that I thought it was terrible and should
not be signed. As a precaution, I did suggest many changes which would have
further protected ratepayers in case it was signed. ‘ k
B During this period I made a mistake. In llght of the Public Advo-
cete's long struggle for a review of the Hope Creek project, in’light of the
many public statements by Mr. Rodriguez and Mr. Potter in support of Senate
Bill 975, I did not take seriously enough the possibility that the Advocate
would bargain this away. As I have already mentioned, nothing'happenedfduring
the month of July to give me warning of the events to come. ' o
Another fact that greatly influenced me was that Joe Rodriguez never
. once spoke to me or anyone else at Rate Counsel about the Cost Containment
Agreement, either in person or even on the phone, until August 10, 1982, theﬂ'
day that he signed it. I could not believe that Mr. Rodriguez’would seriously :
»cons1der signing such an 1mportant document until he had spoken to me and the
other senior members of the Division of Rate Counsel. After»all, Mr. Rodrlguez »
had no prior experience in energy and utility matters, Moreover,’the Public"
Advocate always‘hires an economic consultant when faced with an impoftant
decision Iike this. I knew that the Department had not‘engaged anyone to help
us. T mlght add, Senators, that in my eight years at Rate Counsel there were .
'tlmes when we hlred consultants when a bus company was asking for a :$30,000

increase in rates -- we.would go out and get an expert. Here we have a $4



billion, $5 billion plant, and the Public Advocate had not engaged anyone: -
to advise him to make the switch in position;

It was not until around‘Augusf 1, 1982 that I began to realize that
something was wrong. Newspaper articles'begeﬁ to appear indicating that the
Advocate was close to signing an agreemeht.ieﬁillnPotter was very evasive and
testy when I questioned him about the negotiations. I also learned that
Rodriguez and Potter had never sat dewn‘withmthe Public Service representatives
to expreés our concerns, the Advocate“e ceﬁeerhs, Rate Counsel's concerns,
the public's concerns, for ratepayers. The negotiations with Public Service
were being conducted by Commissioners Coleman and Richman of the State Depart-
ment of Energy, acting as intermediaries. Since none of the four State
officials involved had significant experience;in trying utility rate cases, I
feared that the Public Service operatives woﬁld take advantage of them.

I surveyed the top péople on my staff at Rate Counsel and confirmed
that they all agreed with me. In desperatlon, we went over Bill Potter's head
and on August 9, 1982, had hand delivered to Mr. Rodriguez and Mr. Potter a
three-page memo (which I have attached to my testimony). This memo was signed
by me, then Director of the Division of Rate Counsel, Roger Camacho, then
Deputy Director of the Division of Rate Couﬁéel, and Raymond Makul, Chief of
our Electric Utility Section. I'll also represent that I .spoke to other
people at Rate Counsel. I did not get theifjsignatures on the memo, but every--
one was unanimous inh ouxr oppositionrto thig dgreement.-

Although written in haste, and without benefit of the latest draft
of the Cost Containment Agreement, which was apparently being negotiated behind
Rate Counsel's back, the memo states several.good arguments against the signing
of the agreement. o

Late in the afternoon of August 9 1982 I received a telephone call
from Mr. Potter. Potter had read the memo and was upset by it. He accused
Rate Counsel of standing in the way of the_Admlnlstratlon s energy policy.
Potter said that Rodriguez wanted to seejCaﬁecho and me at 10:00 a.m. the next
day, August 10. ( j ;h '

The meeting on the moxrning of Augugﬁ 10, 1982, was the first time
Rodriguez had ever spoken to me or anyoﬁevél%e~at Rate Counsel about the Cost

Containment Agreement. It became quickly eVident that the chief concern of

Mx., Rodrlguez and Mr Potter was that the Go ernor s Office had drafted a

press release whereby the Governor pralsed the Cost Containment Agreement




For some reason,\which I have‘never‘been.ablé té detefmihe, ﬁhe‘deerhor‘s
Office wanted the press release out that day. | '

I argued that the Public Advocate should not make important poiicy
decisions based upon the»deéire of the Governor's Office to gut Senate,ﬁill
975. I argued that e?en if we did decidebté give up our‘fight'agéinst Hope
Creek, we could Qet much more from Public Service in return than we were'getting.

Perhaps most important of all, I argued that Mr. Rodriguez should not
sign the Cost Containment Agreement based on the representationsiof Public
Service, taken at face value.  As in all of its dealings with utilities, the
Public Advocate needed an independent evaluation by economic, engineering.
and accounting consultants. If Rate Counsél'litigated ité,rate cases the way
- that Rodriguez and Potter negotiated’thé Cost Contaihment Agreement) the '
Public Advocate would wind up agreeing, in élmost'every rate dase, to the fullv
increase requested by the utility, without even a hearing. If you take a 7
utility's representations at face value, they will always "add up" to the.
amount of raﬁe relief requested. 'This flew in the face of eight years of
- effort at Rate Counsel.‘

The clause in the agreementbthaf I attacked most Vigorously is the
one that reads, and I quote: .

' "In addition, the parties will have the opportunity

at thevtime rates are set to request modification of

the target figure for increased 6r decreased expeﬁdi—

tures resulting from extraordinary events." ‘

I told Mr. Rodriguez that hevwas giving up something for nothing.

The "Extraordinary Events" clause allows Public Sefvice to argue in 1987,

" when Hope Creek I is scheduled to go into service, that any increase ih the.

‘cost of Hope Creek I above the target figure resulted from an extraordinary

-event. The agreement contains no definitions, guidelines, or standards by

which Public Service's claims can be limited. Thexrefore, Public Service's

and Atlantic City Electric's ratepayers are faced with the prospect of paying |

- retﬁrn on.the fuli‘cost of Hope Creek, whether it costs $4 billion or $5

billidn. EVen if we learn next yearbthat,que Creek will cost $9 billioh,

‘ this agreement preVents the Public Advocate ftom'arguing'that at that cost,

;vauinc Service should abandon the plant; ' '_ »
' One mére majbf point,about this égreementvis that it,doeé hot coﬂtain

costs. If Hope Creek'éosts'ss or $6 billiqn, Public Service and Atlantic City

- Electric are allowed to collect the entire amount from ratepayers through

11

New Jarsey Stato Livsary



’depreciation charges. The utilities arevonly‘giving up part of their return

on a small portion of thlS 1nvestment They w111 still collect the entire

1nvestment ltself from ratepayers, $5 bllllo $6‘blllron, $7 bllllon. of

course because of the "Extradrdlnarij,,nt oophole 1 haye aiready dis-
‘cussed the. utllltles may not even ‘have to glve up their return. '

I urged Mr. Rodrlguez to delay srgnlng the agreement for a few days
so. that we could negotlate a better deal. That afternoon, he met with Public
Serv1ce s representatlves for the flrst tlme face ~to= face. I was not 1nv1ted,

to that meetlnq, and Mr. Rodriguez, to ny understandlnq, signed the agreement

at that meetlng/late 1n the afternoon of August 10, 1982. The Governor's

»éss release that s,ﬁe day, August 10 1982 as had been

scheduled all alongx The " press release pralsed the Public Advocate for his

cooperatlon in: reachlng thls agreementr Perhaps this Committee would like

to ask Mr. Rodrlgu 2 why h' felt compe,,ed to 51gn the agreement that very day.
Senators, if I had shut up about the Cost Containment Agreement after

August 10, 1982, I mlght Stlll be working at Rate Counsel. However, I belleved

I had an obligation to my clients in this matter the ratepayers of Public |

Service and Atlantlc Clty Electrlc, to push the utilities for further conces-

51ons, even though the P :lC Advocate had already signed the agreement.

Slnce the vfwas gorng to be a hearlng before the BPU on September. 28,

1982 on the agreement I asked Mr. Rodriguez and Mr. Potter if. I could present

two withesses, an expert in utility requlatlon and a nuclear engineer, to’
construe the agreement in ‘a marner most favorable to consumer interests.. I
was particularly interestéd in putting on the record a long list of causes

for cost increases which the Advocate would argue were not the result of

- extraordlnary events, ox. wouldﬁargue that Publlc Service could not argue were

Mr Rodrlguez and Mr. Potter

'séemed to'aéreerW1 h,me,‘but hey changed thelr'mlnds when Public Service

"yobjeCted; Rodrlguez and Potter then ag eed t the Advocate would present~f‘

a ]Olnt p031tlon w{th P»bllcherv1ce at he hearlng before the BPU. In that
- '_ itior ‘ , ? the utllltles and the State
Department of’Energy not te deflne ex’ ary. events at thlS time. Senators,
how can the Board of Public Utllltles, thls segislature, or anyone else for
that matter evaluate thegagreement w1th0ut knBWing'what’qualifies as an extra-
”ordlnary event? : ‘ o : 7
' . I knew l;,WaS ' n . Public Sérvice down on how

they arrlved at their target flgure of $3 79'b11110n and what events the utility



considered to be extraordinary, or wouldtconsider to be extraordinary. I
continued to believe that it was negligence.on the part of Rodriguez and
Potter to havé signed the agreement without this information. To this end,

on August 30, 1982, I sent out information requests to Public Service. I

have attached those requests to my testimony. When Public Service objected to
my requests, Rodriguez and Potter agreed that Public Service would not have

to respond to the Advocate's information requests until after the Board of
Public Utilities had approved the Cost Containment Agreement.

Of course, the purpose of the information reguests was to put on
the record before the Board of Public Utilities enough evidence to' allow
the Board to make an intelligent decision on whether to approve the agreement.
Why is the Public Advocate afraid of the answers to its own questions? ‘

Senators, I worked for Stanley Van Ness for eight years. During that
time he overruled me on several occasions. However, he never once said to me
that we were taking a certain position because that is what the Administration
wanted. -

In the seven months I worked for Joe Rodriguez, he said that to me
twice. In addition to the Cost Containment Agreement, Joe Rodriguez insisted
on endorsing the Thornburgh plan for the pass-through of Three Mile Island
cleanup costs to the ratepayers of Jersey Central because the Governor had
also endorsed it. The Board of Public Utilities seized upon these endorse-
ments of the Thornburgh plan when it passed on to Jersey Central's customers
last July, $13.8 million a year for cleanup costs of Three Mile Island for a
period of five years. It is worth noting that the fact that thejraﬁepayers
of GPU and Jersey Central are now contributing to the Three Miie Island cleanup
has not resulted in the electric utility industry contributing one dollar of
their share under the Thornburgh plan.

To sum up, I gladly écknowledge that it is the Public Advocate who
should make the policy décisions‘for the Department. However, the problem
with Mr. Rodriguez's perception of his job is that he sees himself as just
another member of the Kean team. I submit that the Governor already has a
Commissioner of Energy, already hasva President of the Board of Public
Utilities, an Attorney General and a Counsel to the Governor to help ﬁim
effectuate his energy and other policies.

The Public Advocate is supposed ‘to be something different, something

~ better. He or she is supposed to be a "voice for the voiceless." The Governor
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has all those other cabinet members to speak for him. The Governor is not
Nompeless. The utlllty 1ndustry is always well represented Dby tounsel and
lqbbyists. They are not wvoiceless.

S In this case, the Public Advocate hdas abdicated his responsibility
to represent the public interest. Fortunately, it may not be ‘too late to
correct the situation. The Board is still holding hearingsﬂen-whether-it
should approve the Cost Contalnment Agreement.

.The statute creating the Department of the Public Advocate provides
that if the Public Advocate determines that there are inconsistent public
interests involved in a particular matter, the Public Advocate may choose to
represeht one such interest through the Diwvision of Public Interest Advocacys
and other public interests through other divisions of the Department or through
the appointment of outside counsel. The citation is N.J.S.A. 52:27E=31.

I respectfully suggest that this Committee would be performing a
service to the citizens of New Jersey if you called upon Joe Rodriguez to
appoint 'a competent attorney to represent the interests of the many ratepayérs
of New Jersey who believe, for good reason, that Mr. Rodriguez was not repre=
senting them when he signed the Cost Containment Agreement. It is also
important that the Public Advocate provide this attorney with funds to engage
- the necessary expert witnesses.

Thank you for your attention.
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SENATOR GERALD R. STOCKMAN: Thank you, Mr. Nardelli,
for your certainly very interesting and provocatiVe testimony in written form.

You are not here under subpoena énd, therefore, you certainly héve
a right not to testify at all, or to limit your testimony tobthis transcript.
" I want to-ask you'whéther you have any objection to our exploring with Y6u‘
some of the implications of this testimony, and/or other questions that may
come to our minds. ‘ v '

ALFRED L. NARDELLI: No objections, Senator Stockman;

_ SENATOR STOCKMAN: Let me/;tart and since, while I dOn'tbknow you’
"well, I'm inclined to want to refer to you as Al because I have talked to.
you occasionally that way -- I see no mischief in that, although it may be
misunderstood, but with the Public Advocate's permigssion I am going to be_'
referring to him as Joe, so I hope he won't mind that either.

Al, you have given a rather condemning statement abou£ the circum-
~‘'stances in which we find ourselves now with the Public Advocate. Why do
you think this happened? ' |

| MR. NARDELLI: Let me preface my remarks by saying that most of
what I said would be speculation. I have put most of the facts I know into
this statement. If you want, I could perhaps speculate on some of the
motives of Joe Rodriguez and Bill Potter, but I don't know if you waht that
at. this time.

SENATOR STOCKMAN: Well, I suppose there is danger in speculating
in alpﬁbiic forum like this, and I understand that you have put what you con-
sider all of the hard facts that you have direct, I gather,—acceSs to in this‘
statement. Méybe I better not press that question to you in that form.

N ' Let me ask you a few other questions about the history of this
project. One of the things that I think strikes the general public is the
question of whether or not, when you arevdealing with.a huge plant of this
sort that supposedly is 40% to 50% finished, and in which Public Service has
already invested well over a billion'dollars, whether it isn't too late to
seriously talk about discontinuing that building. I think that is a natural
question that the man on the street is going to be asking. Aren't we too far
'down the road to‘sexiously talk about,that? And isn't it sensible‘to_say,
"Well, maybe six months, or three, or a‘year ago all of thié would have made
~'sense, but it's too late."r Can you tell us how you answer the man on the

street that question?
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MR. NARDELLI: -¥es. First of all; on June'28, Senater Stockman,
35 ‘State Senators said, "It isn't too 1ate;‘iet‘s take a look at 'it." ‘I
think those 35 Senators who voted for>Senate,Bill 975 were concerned with
that very question, andbthat's why the bill pfbvides'for an ‘accelerated,

a streemlined review prosess. It is my undefstanding from the day that bill
would be signed by the Govefnor, there would have to be a report witﬁin 20
‘days as to whether to buiid or not to build. .

So, I agree with you that it is getting late on Hope Creek I, but
if Senate Bill 975 had been allowed to go thtough the legisletive process,

I do think that in 90 days we could haﬁe had an enswer, or at least the
beginnings of an answer. ' v , ,

SENATOR STOCKMAN: What about the suggestion, well look, all of
this doesn't amount to disaster by any means -- it doesn't amount to a great
‘deal because we have an entity called the Board of Public Utilities which
is charged with the responsibility for protesting the public on matters like
this, and isn't it likely if this is a bad deal,bas perhaps I believe,
perhaps Senator Dalton believes, and perhaps others believe, that the Board .
of Public Utilities will simply deny Public_Serviqe Electric and Gas the
right to complete this construction?( .

MR._NARDELLI: Well, to begin with, the Board of Public Utilities
does not have a long record of showing itself interested in examining a
utility's construction plans. But, I will say that one of my hopes for this
whole process is that now that the public's attention has been brought to
the Cost Containment Agreement —-- now. that some of the maneuverings have
been exposed, that the Board of Public Utilities will conduct a meaningful

review of the whole guestion -- . will at 1east conduct a meanlngful review of

the Cost Contalnment Agreement. I have hop_ that they will reject that
‘agreement. ; J_ N v ‘

SENATOR STOCKMAN Let me perhaps throw a little cold water, or
help you, dependlng on how you answer thlS next questlon, but let me suggest -
to you that the Publlc Advocate suggested to me in an 1nforma1 conversation
we had, and I have no reason-to believe that~he w1ll change that position,
although he'll have an opportuhity’to teStif§'pn it, that in his'opinion‘
there was no way the BPU was going to stop the completion of Hope Creek.

Do you agree with him in that opinion?
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 MR. NARDELLI: I think he's probably»right"but let's once'again'
adnot‘forget Senate Bill 975. That establlshed a blue-ribbon commission that
was beyond the BPU. It is true that the Pre51dent of the BPU got to sit
ex officio on the commission, but there.were elght other»members. It was the -
hope of the Public Advocate throughout‘i982 that‘SOme'outside judgment -- some
objective outside judgment would be‘brought'to'bear. I suspect Senator
Stockman, that if this blue-ribbon commission sald, "yes, after rev1ew1ng the
ev1dence, we belleve that Hope Creek I should be completed," I would have antl—
cipated the Public Advocate would have dropped his objections and would not
have pressed any further on this.

What they would have done, I hope, is press for a better Cost Con-'
tainment Agreement, one that really did put some caps on what the ratepayers.
would be liable for. ’ i

SENATOR STOCKMAN: Al, the Public Advocate, in his letter of April 7
to Carvadwards,.did talk about this need for a most intensive and searching:
inquiry possible into Hope Creek. Has that ever been done?

MR. NARDELLI: No.: Not only wasn't it done prlor to Mr. Rodrlguez s
‘letter of ‘April 7, but perhaps more . 1mportant to those of us here today, 1t
xwasn t done after April 7, 1982. My argument with Mr. Rodriguez would be
much less severe if I thought he made an honest effort to get some consul-
tants, to get some studies done -- if he actually inquired hlmself, but he
did not even speak to Rate Counsel much less go and engage an economist‘or‘bb
an accountant, or a nuclear englneer to glve him the 1nformatlon he needed to’
Amake such a momentous de0151on.

SENATOR STOCKMAN - Let me take you, through the structure of the

-Publlc Advocate for my beneflt, and perhaps for other Commlttee members and
the public.’ Rate Counsel, as I understand 1t, is specifically created by
statute, by the Leglslature, as a separate department within the Office of

the Public Advocate. Is that correct'>

~ 'MR. NARDELLI: ‘Well, it's a separate division within the Department

of the Publlc Advocate. One of the things that hlghllghts 1ts separateness
vls the fact that we are funded completely dlfferently. Unllke the rest of the,
fDepartment of the Public Advocate, taxpaper money does not support the D1v1—."
sion of Rate Counsel. We-are.alloWed to,assess the utllltlesvas they apply

- for rate increases. It's-oneétenth,of'one percent of’their operating revenues

for the prior calendar'year,‘and we use this'assessment’to:fund our'offace



complétely - our'salariee, our extra witnesées,‘allVour 0verhead.v I might
add the utllltles are allowed by statute to pass Rate Counsel expenses on
to thelr ratepayers.

SENATOR STOCKMAN That separate d1v1s10n 1s specifically charged,
and exclu31ve1y within the Department of the Publlc Advocate, with respon51—
vblllty for matters such as this, for utlllty regulatlon and for deallng w1th
utllltles, and controlllng utllrty costs, and challenglng and plac1ng on the
record the publlc S interest with regard to rates. Correct?

‘ MR. NARDELLI: VYes. Senator Stockmani if T may, let me quickly
read N.J.S.A. 52:27E-18 entitled, "Division of Rate Counsel' jurlsdlctlon
‘ The Division of Rate Counsel shall represent and protect ‘

the public ;nterest as defined in Sectron 31 of this act

in proceedingsrbefore and appeals from any State depart-

ment, commission, authority, council, ageneY'or board

charged with the regulation or control of any business,

‘Vindustry or utility regarding a requirement,that‘the

business, industry or utility provide a service or re-

garding the fixing of a rate, toll, fare or charge for

‘a,produet or service. The Division of Rate Counsel may

tinitiate.any such proceedings when the director deter-

mines that a discontinuance or change in a required

service or abrate, toll, fare or charge for a product

oY service is in the pﬁblic interest. ‘ '
| SENATOR STOCKMAN: Is it fair to say that around this time in the
critical period, and I think you've honed in on itrin your statement -- end
of July, early August up throdgh August 10, the actual signing of this agree-
ment == is it fair to say that at that tlme you Were before the Board of
Publlc Utllltles on the 1ssue of Hope Creek nd lts c:omplet:.on'>

MR. NARDELLI' Yes.

SENATOR STOCKMAN- What, in iour‘dﬁinion, if any, constraints, or
restrlctlons, or prohlbltlons would that put on anyone's communlcatlng w1th
you or attempting to 1nf1uence you on a posrtlon before that Board of Publlc
Utllltles in a matter under review? I'm spec1f1ca11y getting at the question,
what, if‘anj, right, in your opinion, would the Governor's Office -- or people
on the Governor's staff have to intercede in trying to influence you with l

, regard to how you deal with that matter?
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MR. NARDELLI: Well, if they were sending me studies or reports o
that they thought mlght lead me and my staff to make an honest change of ’
 opinion, I would have.no objectlon to rece1v1ng substantlvely based commun14i«
.catlons from anyone as ‘to what the p051tlon of the Public Advocate should be .
on-a publlc issue. e

SENATOR STOCKMAN: Hlstorlcally, going back prior to July and
August of 1982, what, if any, information or contacts, or efforts at elther
assisting or influencing you as Rate Counsel, or to your knowledge othervil‘-
people in the Rate Counsel Office, would the Governor's Office have'beeh ih%f,'v
volved in? L Lo

MR. NARDELLI: Well, none.’ T

SENATOR STOCKMAN: = During this time, to your knowledge, did yoghv_
receive any information or material fromvthe:Governor's Office up throhgh :
the signing of this agreement with reéard to their position, and the
Governor's p051t10n, on Hope Creek I? ; ' ,

MR. NARDELLI: No. I did receive some copies of materlal that went’
from the Public Advocate to the Governor s Office -- but no,. I belleve the :
answer to your questioh is no. The Governor's Office was'certalnly,not send—
ing me any information, any reduests for information at that time -- or at
any time. . ’

SENATOR STOCKMAN: Do you recalllspecifically what documents,yif.
any,‘you received around this time in the way of communications either from . .
the Public Advocate or Mr. Potter, or anyone else in the Public Advocate's
Office to Governor's Counsel or to the Office of Policy and P1ann1ng°‘~"_ :

) MR. NARDELLI: Well, if you're honing in, Senator Stockman, on the o
time between July 29 and August 10, my answer 1s I received nothing. I was. .
not receiving at that time any coples of ‘what the Public Advocate may have
been sending back and forth .to the Governor's Offlce. .

It was at a prior tlme that I did get some copies.\ One of the most
obv1ous examples is. the Aprll 7 letter from Mr. Rodrlguez to Mr. Edwards. ‘
" That I recelved in the ordlnary course of bu51ness. It was sent to me_by
 Mr. Rodriguez' s;offlce. » , | , . o
| 'SENATOR STOCKMAN: = Were you familiar, for instance, with the. letter
‘ which has been supplled to the Committee voluntarily by the Public Advocate s
Offlce ~=_the 1etter dated Aprll 30, 1982: from Mr. Potter, Assistant Com—

‘mlsSLOncr, to Mr. Gary Steln, Esq., Governor ‘s Offlce on POllCY and Plannlng,"
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hconcernlng rev1ew1ng "the" Hope Creek Nuclear Facrllty and the Certlflcate of ;
S Need process° Do you recall seelng that 1etter'> o ’

o ', MR. NARDELLI. Offhand I don't, but that -- when you start talklng
'Aprll at that p01nt T was still gettlng a lot of materlal from the Advocate s
lofflce. There is a chance I saw that 1etter. Frankly, if you showed it to me,
lth could tell you whether I ve ever ‘seen it., ' -
: ' SENATOR  STOCKMAN (after handing spec1f1ed letter to Mr. Nardelll)
ZyI d llke to ask you some questlons about that letter anyway, S0 why don t you

gf31t down and take a- look at its Flrst, I would like to know whether you‘ever »l

lirsaw that ‘letter:’

MR. NARDELLI-' I'm reasonably sure I never saw ‘this letter. I'can}t,
jbe 100% sure, but I don't’ think I saw this letter. ‘ '

SENATOR STOCKMAN Is there anythlng 1n that letter ‘that. appears to

- vbe in- confllct w1th the p011c1es that you understood prevalled and the pos—fl

"ogpture of the Public Advocate toward Hope Creek I at that time?

MR NARDELLI- - Before I anSWer that I d llke to say, Senator Stockman,.ﬁ

"that one reason why I haven t given you a firm answer as to whether or not I ve{*jf*i’

xrhsegn this letter is —- there are facts in here -- there are.antl‘Hope>Creek O

‘ru_facts,in:here’that*are very familiar to me and may very well have been

"'fsupplied‘by‘my office to whoever wrote ‘this letter. I believe it"s Mr.

'p,Potter. “86, even though it looks familiar, I don't think I ‘Saw this partl-’

~f~.what ‘was the ‘date of that exchange? -

1"cular letter. . _
v ‘Now, ‘to “answer your question, this stlll seems to be the pOSltlon
Vvthat I thought was the Publlc Advocate s position. I haven't read it care~ ‘
: }fully, but it still seems:to be saylng what the Public Advocate was’ saylng v*
: {throughout 1982, that there was a desperate need. ‘to rev1ew Hope Creek I. .
v : SENATOR STOCKMAN: The questlon — Mr..Potter s suggestlon to ‘you'
:1that you were standing ‘in the way of. the Admlnlstratlon s energy pollcy -

ok v
+MR.. NARDELLI: That was August 9. :
‘ SENATOR_STOCKMAN What, lf -any, reply did you make to hlm in e
l’response‘to that? , , ' :
' ., MR, NARDELLI: 'As I recall, I‘was'so~stunned that T probably did
’\inotwreply atuall."1~saved‘my ammunition: for the:next'day.~

SENATOR STOCKMAN: Why did ‘you do that?
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- Stockman.

MR. NARDELLI' I just couldn't belleve what I was hearlng -
that the Publlc Advocate cared about falling 1nto step w1th some dlrectlves ‘f_
‘comlng from above. I did address 1t the next day on August 10. I don‘to .f}f
think I said much on August 9. ’ o

SENATOR STOCKMAN: D1d Mr. Potter ever talk to you after your
August 10 statement before the Board of Public Utilities?

MR. NARDELLI: That's a very general question of course, Senator

SENATOR STOCKMAN: . You were d:rscharged on what date?
MR. NARDELLI: October 1l -- well, the letter was dated September 30.
It was Telexed and I recelved it on Friday, October 1. :

SENATOR STOCKMAN Did you ever have any further conversatlons W1th
Mr. Potter that you can recall: where you raised the question of his rlght to
talk in terms of the Administration's energy policy and what, if any,’lmpact
~or affect that should have on your posture as part of the Public,Advocate}sff
staff? v , A

MR. NARDELLI: I raised it at -- and I'd llke to think that I ralsed
it in a relatively dellcate manner, but I raised 1t at the meeting on August 10
with Joe Rodriguez and Blll Potter. v ,

SENATOR;STOCKMAN: Who else was‘presenttat'that meeting? :

MR NARDELLI- Roger Camacho. He may not have~been present forFailr'
of 1t though ‘I think he had to make some phone calls and I think from tlme
to time he did step out. ' o “_

SENATOR STOCKMAN: Did you dispute‘with either Mr.gRodriguesfor :

Mr. Potter the‘guestion of whether the Administration's energy policylshouldf{'
affect your behavior? . ‘ o ‘ ‘ r‘: ,».‘

MR. NARDEhLI: Yes, but I can be even more specific. What really
bothered me on August 10, .after I had the chance to thlnk about it, was. that
, it was clear that their chief concern was ‘that they might be embarrassed w1th
the Admlnlstratlon that the Admlnlstratlon had a press release ready to go.
}The Governor had sald all these nice thlngs in the press release and they

were under pressure. to sign 1t and let the Governor go forth with . the Cost
‘Conta;nment Agreement. That S what I concentrated on: Why should we care ,
’thaththe Governor'sgofflce has a press release? Since when do we,report:to

the“Goverhor’s Office?
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'iv SENATOR'STOCKMAN& What, if. any, response from elther ‘Mr.

*”Rodrlguez or- Mr. Potter dld you get: to . that? ‘ :

' . MR. NARDELLI.. One of their. responsos was "Well ==

C SENATOR‘STOCKMAN: And if you could 1dent11y it =='T would prefer: .

"your 1dent1fy1ng from whom it came, ‘whi:ch may not be. easy-. o E

l ‘ MR NARDELLI : No, it's not easy. Well, let's d1v1de the responses}h |

for the tlme belng into. substantlve and procedural. There: were substantlve

‘_arguments ralsed‘bvar. Rodriguez and Mr.. Potter. at that August - 10 meetlng,. :
’saying;in effect,»perhaps the quest;on youlralsed earlier, "Isn' t»ltltlmevto |

ki.throw»in~the-towelp"- "Where are we going with this7" SortheY-did make-a a”ib

substantlve response too; and I don't mean. to say otherwise.

But, there was the procedural response, and I do. recall Joe

*.Rodriguez- saying, "But we've already 1ndlcated,to'therGovernor that~thlsuis{g““

:you.:know, -that we agree with.this, that this is avgood concept.,hHe>1ikes,iﬁ;’

He‘s-already seen'itv,‘Itls too.late." I argued it wasn't too late, that . *

Citts never: too. late to. do ‘right."

. SENATOR STOCKMAN: ~ Now, the "Extraordlnary Events" clause 1s somethlngjff;

that you‘touched‘on‘in your statement-that,lln your ‘opinion, should have been:
.vmore clearly deflned -and delineated. I have to confess that'I‘m on record.ﬁ
7‘has being w1th you: on that because it .was. for that reason that. I was in
v Newark on. the day that the: agreement was submitted to the BPU, and I strongly
Q'urgedvthem to go slowly on approving the agreement with regard to. that por-af
¢tionvof=itQ:er..Rodriguez wrote'a letter to Senator Dalton,oin reply;to.,~dh
h'SenatoriDaltonls plea that he, the Public Advocate, reconsider -his posture
;and in fact appoint a'special consultant. In that letter the Public
f Advocate tock up this questlon of the "Extraordlnary Events clause and, of
”course,'suggested that those of us- who were uncomfortable about - that clause:‘
“Hwere perhaps greatly. overblowrng the issue and =~: I can' t find the other
vphrase, but.it 51mply, of course, doesn”t concur in our thinking.. He makes-

thlS argument and I'd 11ke ‘to hear youx: response to, it.

Speaklng to Senator Dalton about this :clause, he said, "It. has been
targued that thls clause shows ‘that the. containment has a gapplng 1oophole, :
that, in fact because ‘of it the cost containment: is not: really contalnment
at:all. These are strong but empty charges. That's obviously a matter of

‘debate. "First, -even if we had written an 'Extraordinary Events' clause

'ilimplicitly,uit would' have been there anyway." That's underlined, "1t would
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have been there anyway. Like unwritten warranties inferred as a matter of

law in many consumer contracts, the law will infer that any party to a stlpu?ﬁ
lation has the right to petltlon the court to- change certain stlpulated
prov151ons due to a claim of substantial change in circumstances. Thus, »
public controversy over thls language is, in my judgment, a product of thlS |
fundamental misunderstanding; therefore, greatly overblown." What about that?

MR. NARDELLI: Well, I agree with Mr. Rodriguez'to the extent”thath”

yes, even if that clause had not been there, Publlc Serv1ce “and. Atlantlc Clty
Electrlc could have come before the Board of Publlc Utllltles and argued'r '
that a change in circumstances -- they,should be relieved from their own.i".
signing of a stipulation because of a change of circumstances. However,%f
I'm not so sure that's the point. I think that by spelling out in the agree-
ment that Publlc Service can argue for extraordlnary circumstances you re'
inviting Public Serv1ce to argue that any increasé in cost is extraordlnary:
circumstances. You're really .shifting the burden from the utility where~1t /
would have been if we had not had that clause in it, to the Public Advocate,b
and to consumers to argue that once Public Service saysethat it is an,ektra~
ordinary event that it is not an extraordinary event. P

' ' On August 10, one of the suggestlons I made to Comm1551oner
Rodrlguez was that I thought consumers would be better served if we threw
in another hundred, or two hundred mllllon to Publlc Service -- made it
‘$4 bllllon -~ but made it a true cost contalnment -- gaid, "no, no condl—‘
tions," and put Public Service to the burden of. arguing "changed 01rcumstances "o
Here, with this clause ‘the way it is written, you're 1nv1t1ng Public Service
to argue that anything is an extraordinary event. '

SENATOR STOCKMAN What “about this questlon of the Public Advocate’vv

_apporntlng outsrde independent counsel to protect an lndependent publlc
1nterest° Without: polllng the audience, I think I- can safely say that there.‘

( are those who sense and belleve that there is a Very real public 1nterest in
not completlng this plant, and that that interest, arguably as a result of
:these developments, is gorng unrepresented

_ Did the Public Advocate, -in your opinion, have the option of srgnlng
thls agreement “but nevertheless concurrent w1th doing it app01nt1ng such an ‘

: outsrde 1ndependent counsel w1th the authorlty, and with the flnanc1al support,

:'.to use the Advocate S own words, "to make sure there was a most 1nten51ve and

”searchlng 1nqu1ry p0551b1e into the wisdom of comp]etlng this plant?"



MR, NARDELLI: Yes, he deflnltely ‘had that optlon. ‘Joeh

"';aRodrlguez could have 51gned that stlpulatlon as Public Advocate and ‘as

representlng the DlVlSlon of Publlc Interest Advocacy. Not only could he.

' fhave app01nted out51de counsel to represent the confllctlng publlc 1nterest,

if he had wanted to “he could have app01nted the Division of Rate Counsel._

"The statute ‘I c1ted to you earller 'says ‘that the Publlc Advocate ‘could have :

AQ”one lelSlon representlng one aspect of the publlc 1nterest and’ another

d1v1s10n representlng another aspect of the public 1nterest.‘ Here, the
: DlVlSlon of Rate Counsel was on record as oppos1ng what he was d01ng. It ,
, gwould have been very easy for him to say as Publlc Advocate, "I'm doing "A"7

fabut I w111 let the Division of Rate Counsel represent the 1nterests of people

'ffhwho belleve that "B" is correct "

:j; to Cary Edwards,”Governorfs Counsel -- I also will quote and ask you, when

SENATOR STOCKMAN : Agaln referring to the Publlc Advocate's own

'communicatlons*on'thls-matter,vyou quoted]from ‘his letter of Aprll 7, 1982

vd'the Public Advocate said this, "The Publlc Advocate would" appear in- 1ts
vaccustomed -t , ' TS SR

| MR. NARDELLI: Whdt page are you on? Do you have S e s all rlght then.}

~ SENATOR STOCKMAN : I don't have the page, but- there was a’ reference B

ko "The Publlc Advocate would appear in ‘its accustomed role' to assure that’ both

iythe agenc1es," and obviously here he’ was referrlng to the' Energy Department

fdand the BPU, "have: the ‘benefit of a complete recoid before deciding.™ Would

E you agree ‘that that is the accustomed role of the Advocate to see that’ sucha\,,7j:
‘a record is completed? - ' ; ’

*MR. NARDELLI: ‘Yes-.

SENATOR STOCKMAN: ~And I gather part of your problem is that it
appears that there never will be that klnd of record created with regard to :
hvthe w1sdom or sen51bleness of completlng Hope Creek I? e o
L MR. NARDELLI: Well I was certalnly worrled ‘about that up untll
‘iithe-lastefew-daysftvBﬁt, frahkly, I think now that' the publlc‘w111‘demand>

-'thatfa'reCOrd'be made. But, yes, that was one of my primary concerns. This
- agreement was being ratified behind closed doors, and without the best advice;id

'cffAnd the public was not being given an opportunity to welgh the pros “and ‘the f

,cons.s'

SENATOR STOCKMAN: : To your knowledge; who else in the Public Advo-
wcate's'OffiCe,:otherithanrperhaps‘Mr.~Potter,‘whowwill testify I am ‘sure, .
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Qo

urged him to in fact alter‘the position of the Public'Advocate with regard
to Hope Creek I? o 7 ‘ . | ;>v )
'  MR. NARDELLI:' I am not aware of one other person and, as’ T madedf"l"
reference to before, in addltlon to the three people at Rate Counsel thati-
'51gned the August 9 memo, I did survey other people. I just thought the top
three should sign the memo. But the people I asked, and I thlnk I went down _
to about the top seven people on electric utlllty matters, unanlmously agreed
that this Cost Contalnment Agreement should not be signed. ’ :
I don t thlnk we're going to be able to find one person in the o
Division of Rate Counsel who is going to say that this agreement should;have,f
beenvsigned. . , | ‘ , | ‘:iﬂ .v
SENATOR STOCKMAN- Incidentally, it is a fact, isn't it, ‘that"Mr
iPotter actually was a well—known, respected opponent to the completlon of
Hope Creek I° ‘
' MR. NARDELLI: Yes. o
| SENATOR STOCKMAN: ~-- had written extensrvely about lt and was o
credited, as a matter of fact, and rightly is credlted with. probably playlng i
as major a role as any other individual in the State in brlnglng into place :
’thlS "Needs Assessment" concept which, of course, was part of the 8- 975 blll7"
: MR. NARDELLI.f Yés, I believe Senator Dalton probably knows more |
about that than I do -- but yes, I agree w1th you. In fact, one more . . .
reference for you is, in 1981 Mr. Potter wrote a 24—page energy paper, and
many of those pages are devoted to the terrible thlng that was being done by ;Z
the current Administration and its Energy Commissioner in lettlng Hope Creeks;
I and II be bullt'—~ , ,
| ~ SENATOR STOCKMAN You re not talking about "Up Hope Creek°“’a"_
MR. NARDELLI.{ Yes, I am. I might add that. is only a.part of ‘a f:"'
;‘1arger paper, but that's exactly what I am referring to, yes.. , " _
SENATOR STOCKMAN Now, let's get to this memorandum whlch you: hand—'
-dellvered to the Publlc Advocate before he actually 51gned the Cost Contaln—i
»ment Agreement . Do you have a copy of that there7 ‘ ‘
MR. NARDELLI. Yes, I do. T ‘
;SENATOR STOCKMAN:" I think it is 1mportant enough in the whole;
dlscu551on that we. ‘are into, for you ‘to read it 1nto the record. S ‘
MR.’NARDELLIa Okay. it!’ s addressed to Joseph H Rodrrguez,1:n~‘

.Commissioner._‘It's from Alfred L. Nardelli, Dlrector,vRoger L. Camacho,'f
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':Q%Depﬁty Director; andmRaymOnd E. ‘Makul« Deputy Public Advooate.' lt'is‘
~1dated‘August 9,1982. ~The reference: llne is,  "Draft Stlpulatlon on:’ Hope
Creek I Cost Contalnment.,‘ : ' '
' "We do not believe that you should 51gn any stlpulatlon on.
vHopeaCreek I Cost‘Contalnment.. Your 51gnature wlll be
‘*interpreted as acquiescienCe’in-(if not support of) theﬂ‘
idea that ‘a- review of the need for Hope Creek I 1s un-.
“necessary if the costs of the plant are contained.
».Slgnlng‘thlsustlpulatlon after our v1go:ous.efforts to
. “have Hope Creek I‘canoellEd and~in support of S—975 will:
Ieduce“ournDepartmeﬁt's credibility as an agency willing‘

:~to7take'on anybody when'we.are,right.'VThe‘irony is ‘that '

not. only is: signing the stipulation.wrong,:it will also -

Jfbé~unp6pular, particularly with our Rate Counsel Advi=.:

“sory Committee." 1 . S .
- 'SENATOR STOCKMAN: Let me stop you. What is the Rate Counsel Advis = Lot

~fsory Commlttee°

MR. NARDELLI: Several years ago, Stanley VanNess set up;. -about:.a’ e

f]30-member Rate: Counsel Adv1sory Commlttee. The idea was to get a cross sectlonvff ;
4-of New Jersey- andy although there certainly are a number of falrly well—

fknown consumer ~activists on this Committee, there:are»also,representatlves3ga.@]Vﬂ~f

J*ideIabbrj representatives of‘business;;the League‘of.Women Voters -= it's

"*supposed to be a' cross section of the citizens of New Jersey with whom the: . 7
& Divisionvof'Rate Counsel meets regularly, with the Public .Advocate being
'~present also. And we discuss current. issues, how we see certain’ issues ‘
Adeveloplng, what p051t10ns we are contemplatlng taking; rand then, of course,:l
‘we solicit the views ‘of this 30-member Rate Counsel :Advisory. Committee. to ‘
nget a feel for. what the people of New: Jersey thlnk about these. issues.:- v

: SENATOR. STOCKMAN: Was that tommlttee ever consulted or 1nvolved :hyv
-xihwanyfwayvpriorAtotthe events that we are talking.about here‘aow,:on,the,gl§i"
question-of the.wisdom of completing Hope Creek I? ' ‘

. MR, NARDELLI:  Oh yes.:

, ‘,SENATOR.STOCKMAN: How would you describe.the attitudewand,the
posture of“that\Committee with regard to this? '
"MR. :NARDELLTI: .There's.no,question about it.. They were overwhelm?

ﬁingly,in;favor of'what .our position was at that time. Senator Stockman; I'm
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trying to remember the specific meeting. I>believe'it'mas'in June. I’can,
‘check this later. I believe there was a Rate Counsel Advisory Commlttee S
meetlng in either May or June, where Mr. Potter spoke on the whole Hop;‘Creekft»
question, ‘and relterated the Advocate's long opp051tlon to Hope Creek,{la;d ;4”
out to the members of the Rate_CounSel Advisory Committee all he and theireSt
of us .were going to do to continue to.fight Hope Creek, and raised theeezv” '
important issues. : _ i _ T
I could get the exact date for you; it's in my calendar book;f ‘
, SENATOR‘STOCKMAN- To YOur knowledge, was‘the‘Committee‘everhoone  1
4_sulted by the Public Advocate or anyone on his behalf with regard to the ‘
p0551b111ty of changing his, the Public Advocate' Ss position on Hope Creek I°*"
’ MR. NARDELLI. To my knowledge, no. The members of the Rate: : v' -
Counsel Advisory Committee were never consulted, and I'm really quite sureu:35'
they were not because I think I would have.heard about it,>hI think-thefgi i
Would have called me up.
SENATOR STOCKMAN To your knowledge, was there ever any conversa—rb
tion by the Public Advocate or anyone on his behalf about the w1sdom, the .
,proprlety, the senSLbleness of at least exploring or 1nqu1r1ngrof and among,.l
these Committee’ members, thelr attitude toward a’ drastlc change in p031tlon 2
of policy of the Publlc Advocate on this 1ssue° ' '

'MR. NARDELLI. I am aware of no such thing,’ _

- SENATOR STOCKMAN: All right, I interrupted you. Would youff
continue? | | ’:_ , ‘ e _ .
v : MR. NARDELLI: Sure. - Continuing from the memorandum_of‘AuguSt 9;::
‘]_9_'872; ‘ | : . | Lo

"The fact ie that the proposed stipulation misses the boiht;;vx
: The-target completion‘cost ($3.8’biliion)‘is more than whatv;
the plant is worth to consumers."v , ' L . :
SENATOR STOCKMAN: Let me Stop you there. This $3.8 billiori.—f R
‘MR. NARDELLI: That' s $3.79, to be exact. , B
SENATOR‘STOCKMAN -- This is how many tlmes more than Publlc dJ_r:
,: Servioe'e orlglnal estlmate of constructlon costs? ' : ‘ e
- : 'MR. NARDELLI: Well, I'll give you the numbers, and then you canbﬁu;
- do the math As I recall - ‘ .
SENATOR STOCKMAN I'd rather you do the math: too: LR
MR. NARDELLI. Well, I'11 at 1east glve you the numbers.- Pubiié;”f‘
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;gServrce orlglnally estlmated that both Hope Creek Unlts, I and II would cost,vif'

7ashI recall,‘$499 OOO OOO -~ That was . for two nutltar planL Now,>of course,::y;i"
"‘they re talklng $3. 8 blllJ.on for just one plant. - (M. Nardelll here returns -
1:to memo he was quotlng ) ' o o :
o "The target completlon cost ($3 8 bllllon) 1s more. than k
'"_iwhat the plant is worth to consumers.' o ‘, ' .
SENATOR STOCKMAN I'm going to stop you again,yl'mvsorry. l>
MR. NARDELLI: Go right ahead, Senator. o B o
o _ SENATOR‘STOCKMAN . The real ‘point I wanted to get to was, that
Cw?number whlch we are talklng about, which has been in the medla whose number :
C"r¢:1s that? That s 'Public Service's number, isn't it? i

MR, NARDELLZX: That's a very important point, Senator St0ckman.

Yes, it is- Publlc Service's number. They have never put on the record how

they arrlved at that number, what cost estimates- went into it, what infla-
‘[:tlon factors‘wentulnto it.  Mr. Rodriguez accepted~that number ‘in -good faltﬁ;\:'

SENATOR - STOCKMAN Well, that's a key part, a crltlcal part, of thls

'5:Cost Contalnment Agreement, right? It's. a worklng point from which: further
- costs will be dealt with dlfferently, as far as .inclusion 1nto the rate base ——'.
‘“‘n{}that sort of thing, correct? E

MR NARDELLI- Correct.

o ‘SENATOR STOCKMAN What study, if any, has ever been done by the" 5
“Publlc Advocate on behalf of the citizens of thls State to flrm up in some f}i'ﬂx
yfreasonably sen51ble way the accuracy of that figure, either through economlsts,\LTZ"
ﬂﬁfnuclear phy51c1st englneers, accountants, actuarles,‘or what’ )

»l/' MR. NARDELLI., Certalnly none 1n 1982 geared to Hope Creek I.
ff:The answer is, none. Now, in 1981, we dld prepare testlmony that dld get,

":fln»falrly general terms because we were having trouble gettlng ‘the Board e

'f'ﬂof Publlc Utllltles to consider the issue, but in falrly general terms we dld

f;get into all the varlables that went into what the plant would cost and how

ftf dlfferent assumptlons, as to capacmty factor and the cost of 011 would affect L”7“'
’f;the economlc llablllty of ‘the plant. o ‘

_ | But the basic answer to. your questlon 1s, none. The Publlc

'.?’Advocate has not done a cost study of Hope Creek I, what 1t w1ll cost.

SENATOR STOCKMAN : 'Is there somewhere in existence, a report'by

Mf[vanfexpert or ‘experts actually commissioned by the Public Advocate, and paid’

for through the Office of the Public Advocate, which in fact concludes that' === = %
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the completion of Hope Creek I is against the public interest and unwisei
-and should not be accomplished? .

MR. NARDELLI. The closest thing to what you have just descrlbed
: is the testimony of Jim Madden that was prepared in the 1981 Public Sexvice
Base Rate Case, flled if I recall about August or September of 1981 Now,v
this is not a detailed study, but it-does go -- once again 1t goes lnto'
Public SerVLCe S assumptions as to what the capac1ty factor of both. Hope
Creek plants will be. Don t forget, when this testlmony was filed, Publlc :
Service was saying it was 901ng to build both Hope Creek I and Hope Creek II. ,:
So it goes into Publlc‘SerV1cevs assumptions to some degree about- what,the"
capacity factor of those nuclear plants would be, what oil would cost;nwhatn
the load growth would be, and it questions them. It says —-- the w1tness,'

Jim Madden of Georgetown Consulting Group, questlons nany of these assumptlons.

SENATOR STOCKMAN: I thought in a- separate rate case 1nvolv1ng
Atlantlc City Electrlc that, in fact, there was expert testlmony that- was .
actually commlss1oned by the Public Advocate that specifically crltlclzed
~and took a position.in opp051t10n to the completlon of Hope Creek I. _>

‘ MR. NARDELLI- Yes, Senator Stockman, where you and I mlsunder--w'
wstood each other is, Publlc Sexrvice ‘does own 95% of Hope Creek and I was
gearing my answer completely toward Publlc Service. You' re absolutely rlght
>There is a rate case going on right now, although the hearlngs themselves:»
have concluded where the Publlc Advocate had a w1tness, in fact several ‘
’ witnesses, that said that Atlantlc City Electric does not need 1ts 5% share
w,h of Hope Creek I and, in fact, should sell” or lease that share - that 1t is ‘&f~
not needed, that they. could meet their needs in a more economical way.~ » .

SENATOR STOCKMAN- Did that.expert testlmony go .into the broader
iquestlon that we are more concerned with here though, the question of the k"
w1sdom, economlc, env1ronmenta1 and otherW1se -- the w1sdom of completlng
Hope Creek I? , ' -

MR. NARDELLI: It certainly -- my recollection, and I should;tell'
you that - | . | | | : ‘ . V' - :
‘ 'SENATOR STOCKMAN if. you' don't know the answer, tell me. This is
:, somethlng we can look 1nto but I'm just curlous if you know. ' : hiv ::’
| MR. NARDELLI.‘ It certainly: dld not get 1nto any great detall con-
'cernlng Public Service' s need for Hope Creek. It was the Atlantlc Clty B

Electrlc rate case, and frankly I was not the 1nd1v1dual attorney 1nvolved
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j ih‘the"Atlantic City Electric'rate case. There are people at Rate Counsel
- though who could glve you: very: detailed answers to that questlon. _
,”SENATOR”STOCKMAN. All right <- why don't you continue with your‘h‘f".'
MR..NARDELLI: (picking ﬁp the reading‘of his memo ovaugust.9)

"Based on previous rough calculations (which have been confirmed
~by the Departmeht of Energy's,similar'analysis) and geheral‘
“judgment, we doubt that this plant could pay for itselfde&en

Cif it could be completed for $3 bllllon. Why -should we'agree:'

to a full return on $3.8 billion? ' ’

"Moreover, there are no controls over what cOnstitutes.“ihfw'
service.!" .Salem I Wentv"in—Service",with‘a defective -turbo-
generator, and was put into ratevbase. ~The Nuclear Regula- !
tory: Commission didn't care, as the turbine problem‘Was,nott, »
a'huclearﬁproblem. A few months later' PSE&G took, the plant."f

© . out' of service for an extended period of time. to modify the
‘turbine."PSE&G then‘capitalizedfthe cost of the modifica-

, tions and. added it to rate base at the. next rate:case, _Under
thisfstipulatioh, how would such costs bevhandled?f
"We think that the rate of return incentive, without an

opportunity to take into account capitalized costs which . -

ﬁay be incurred soon after the plant goes "in-service"

' creates a dahger of corner cutting. Since the plant will
cost at least $4 billion, it'would”be~"penny—wise, pound-
fOOlish"'to‘set'up a situatlon where PSE&G would have‘a R
strong 1ncent1ve to bulld the most bare—bones plant that'

" “would comply with NRC regulatlons.'f

'”f"Another objection is that it _does not appear to apply to,f':e
,‘vlong term capltal costs assoc1ated w1th this plant.‘ What -
ehappens 1f after a few years thlS plant has to undergo a'
:‘major rebulld due to defects or changlng NRC requ1remencs5m
(For that matter, what happens if before 1986 the NRC
'changes 1ts requlrements, as they contlnuously d07 The
:‘next to the last paragraph of the stlpulatlon seems to

,glve PSE&G a full opportunlty to add those costs to the
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$3.8 billion target, yet PSE&G today says that a major
proportion of the cost eScalation which has already

occurred is due to changing NRC requirements).

"The New Jersey nuclear experienee shows that nuclear
plant capital additionS»are exceeding depreciation. If
Hope Creek continues this trend itbwili be reflected

in rate base at over $3.8 billion even if it can be put

in service for $3.8 billion.

"Finally, we wonderxif the whole‘concept of incentive
“will turn out‘to be a sham. -Undoubtedly PSE&G will
argue that suoh an agreement raises regulatory risk,
and therefore drives up the cost of equity. In the
end, PSE&G may merely recapture any Hope Creek dis-

allowance with a higher rate of return on other assets.

"We think this Department should refuse to sign any cost
1'containment stipulation and reaffirm our support for all
of Dalton's S-975. This bill will give us a good shot .
(before an agency other than the BPU) to get rid of Hope
,Creek I once and for all. The only stipulation we should
be interested in is one where in,returnvfor the abandon-

~ment of Hope Creek I, the Public Advocate agreed to an

amortization package favorable to PSE&G."

| SENATOR STOCKMAN: As I understand it, that is the first memorandum --
first written statementvoutlining your strong objection, and Mr. Camacho's
_strong objection, ‘and Mr. Makul's strong objection to the signing of this
agreement, Is that correct?
: MR. NARDELLI: Yes, but I assure you that if Mr. Rodriguez had
1ever spoken to me, or to anyone else at Rate Counsel he would have gotten
something in writing before ‘this. ' , »
‘ SENATOR STOCKMAN: I understand that. But Mr. Camacho was in—
volved and aware of'this memo, and endorsed it. 1Is that correct?'iv '

A 'MR. NARDELLI: Yes. | | '

SENATOR STOCKMAN And Mr. Makul did likewise? v o
» MR. NARDELLI. Yes, and as I said there are other people at Rate
”{»v Counsel who helped in the preparation of this memo, but who I did not- think




'ﬁ}"rto ask that we. take ‘at least a five, perhaps a ten—mlnute break at this

h'alt was necessary for them to sign it.

SENATOR STOCKMAN : I am tired, and a llttle restless. I am”going5tF

'»,p01nt and de01de some questlons about how we're: proceedlng, the tlme

schedule, and that sort of thing.

ijo I'm 901ng to take at least a ten—mlnute recess.

(RECESS)

SENATOR STOCKMAN: Please take your seats, and I'd like to get

o started.  Mr. Nardelli, could you come back up please'>

There are a few things I would like: to-announce ‘at this p01nt. vﬂ:#

One, I have talked to the Public Advocate, Mr. Rodriguez, and he has~ requested'5..fr

Vjand I have granted him, I. belleve, the rlght to make a statement for the

record following Mr. Nardelli's testimony. I made clear to the Public AdVQ;jbb'

cate, as I did last week, that because of the fact.that we have notvreceived}};;:f

‘lall of the documentation that we necessarily want, and because some of it han o

’:fbeen received very recently, and also because of the magnitude, in my oplnlon,
a‘}of the issues we are dealing with here, the Committee is not in a position to
.questlon Mr. ‘Rodriguez today. . He knew' that, and understood it -- understands
'i.it;e Nevertheless, I indicated I had no objection to his making a statement
in rebuttal, or in- reply, to the testimony of Mr. Nardelli. So that will rf’;

E happen-at the completion of Mr. Nardelli's testimony.

-Also, Senator Dalton, who is. here with me and who is Chairman of}lgfll.-

the Energy and Environment Commlttee, and who is deeply 1nvolved in these
1ssues, has other commltments today and w1ll have to leave before this" hear—'

.:1ng‘completes today.‘ I have indicated to him that I have no . objectlon to

. turning. over the mlcrophone to him for hlS own questlonlng of ‘Mr. Nardelll ibbf7w

'vbefore the lunch break. - We will break for lunch immediately follow1ng Senator {;;

'Dalton s guestioning of Mr Nardelli. I 'will ask Mr.,Nardelll to come back’ .v“”

" after lunch if he can =- | ‘ L
MR.:NARDELLI:‘ Yes, I can. .-

_ - SENATOR. STOCKMAN ‘=- fine, and I w1ll complete my questlonlng,‘and‘

_1f any other Committee members arrive and have any questions they can- complete“*

ythe1r<quest10ns to Mr. Nardelli at that time.. We will then call on the Publlclx

Advocate, who has; as I have indicated, expressed a desire to make a statement.
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We may or may not at that time call on other members of the Public Advocate
‘Offlce. I want to talk to Mr. Rodrlguez about that during the lunch break.;
‘We will then recess the hearing. We have reviewed with staff the questlon of -
our second hearing. We have some‘problems with transcripts, we have some .,,
other practical problems with hearing dates,*with‘other sessions of thehLegis*e[
lature, but we are doing all we can to expedite this matter. We.havevsettled.'z
on a second hearing, perhaps the final hearing, and perhaps not, two weeksr”
from today; October 26. I have also directed staff to forward to the. Governor,
to his Counsel, and to Mr. Stein in the Office of POlle and Plannlng, a copy
of Mr. Nardelli's testimony. ' I have also directed that a copy of that be sent
to the Board of Public Utilities and a copy to the Energy Department Com—f:jiﬂ
missioner Coleman. A copy w1ll be made available to anyone who requests 1t'_fft-
here today at this hearing. o i

' Wlth those sort of housekeeping chores completed, and w1th a date —
of October 26 now on the calendar, I will turn the questioning over to my
good friend and dlstlngulshed colleague Senator Dalton.

SENATOR DALTON. Thank  you very much.
'Mr. Nardelli, if I could, I would just like to attempt to clarlfy

some of the statements that you made with regard to the Public Advocate s ‘
1nvolvement relative to Senate Bill 975. .One of the things that you 1ndlcate -
-one -of the statements that you make is that, I think, and I'm paraphra31ng, If :
would know probably better than anyone the Publlc Advocate 's 1nvolvement w1th

‘ regard to the drafting of Senate Blll 975.  For the most part, let me just

b say for the record, that although the Public Advocate was a SLgnlflcant and

~ vigorous supporter of Senate Bill 975 and made suggestlons to staff’ w1th
regard to what form and shape 5-975 should take, the de01s1ons with regard to‘——
-bottom—llne decisions relative to S- 975 were made by myself *
MR. NARDELLI: I'm sure they were, Senator. '
‘SENATOR DALTON: Addltlonally, I also want ‘to 1nd1cate for: the record

”that durlng at least: two of my three meetlngs in the Governor s Office:" w1th

. .regard ‘to. the bill -in attemptlng to determine what- the Governor 'S p051tlon was

"~ .going to be relatlve to the bill, I asked his offlce to conduct thelr OWn
:hearlng relatlve to a needs assessment of Hope Creek I. Neither I, nor: any
"member of the Commlttee, I don't thlnk, would have resented the Governor 901ng
"ahead-and conductlng his own hearing because of the fact that I thought ‘at the
tlme, and thlnk to this day, that the more expedltlous the hearlng, the better'

off we would all be, partlcularly the publlc with regard to - concernlng the
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:”;;qnestion-of to build or not to build. These meetings started out in the
}Spring and auringjthe Summer of ‘this year.vil just wanted to let that‘be 4
anown_for the,record. o _ '
i -~ MR. NARDELLI: Senator, I agree w1th you that 1t was, and 1s, verybv
;1mportant that there be an expeditious review of Hope Creek I. ,

‘ SENATOR DALTON.. Given Senate Bill 975, what are your own thoughts,'
! Mr. Nardelll, -as far as the conductlng of a review on Hope Creek I, glven
'~the fact that now we have a plant, as Senator Stockman p01nted out, that is
'40%'vor 50% complete? ' v ‘
| MR. NARDELLI: I still support Senate Bill 975.
SENATOR DALTON: As is? _ ;
_ MR. NARDELLI: AS is, Senator Dalton.‘ Frankly, I could probably,;_'
v‘but I'm not going to do it today, I could probably make some suggestlons to

tlghten up the language and so forth. WNo reflection upon your;draftmanshlp,LVIA

‘3‘5but I support the bill. I thlnk it is an excellent bill. I think that_Hopef‘

'Creek I should be rev1ewed, and quickly. _

‘ SENATOR DALTON : To your mind, was the political issue of’ deallng f

with S- 975 ‘after it passed the Senate on June 28 a factor in- coming up w1th &:77‘

’the Cost Contalnment Agreement so qulckly?

' "'MR. NARDELLI: .In my opinion, it was. i
SENATOR DALTON: One of the things that I want to get into is the”}

agreement itself. ‘Senator Stockman has -a great deal of concern with the whole<-""'

"flssue of "Extraordlnary Events" clause within the agreement.. However; therevﬁ

‘areé some other "issues that»are also of some concern. Would you, Mr. Nardelli,
'~ outline some of those other concerns with regard to the CostvContainment .

‘.Agreement9 c ‘ 7
y _ - MR. NARDELLI' Yee. Every bitjas’important.is;that'this-ie notram}u'hh
‘1 Cost Contalnment Agreement If the agreement had 'said that Public Service
.w1ll bulld thlS plant for $3.8 billion and they will not get a rate of return, it‘%
or.they w1ll not :get- their full rate of return on everythlng above that,and.
71f ‘the agreement’ had said that the ratepayers would not be respon51ble for: allﬁygf:i
the depreciation of the excess —- let me give a specific example. o
= - If ‘this plant costs $4.5 billion, which is not a wild number, the o
’:atepayers are going to pay the entlre $4.5 bllllOn. The utility is allowedﬁ

under this agreement to depreciate the ‘entiré cost of the plant, whether it '

tbé,$4.5fbillion} $6‘billion,70r $7 billion. So there is no cost containment
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on'the building of the plant. ’Allbit does is reduce the rate of return on“‘
.a portion of the excess over, so the ratepayers are respon51ble for returnlng
‘ the 1nvestment,_for paylng every dollar of debts expended by the 1nvestors R
.a' and the utlllty on the plant, but they don't have to pay ‘the full return on -
A all of the excess.  It's very, very minimal cost contalnment. I thlnktcost
'c0ntainment is a misnomer. o ‘ ‘ B f

, - Another major issue is the agreement focuses attentlon on the fact Qf
that while maybe thlS plan is called "needed" or a. "good progect" at $3. 8
B billion -- let's concede that for the time being, how about if the plant doesJyl'
cost ss billion, $6 billion, or $7 billion? The Public .Advo'cate has ‘gi'veri“-
~away for all time his ablllty to come in and say, "Listen, all rlght, maybe
considering 1t is 50% complete and is only going to-cost" - only —-= "$3 8
bllllon, 1'1ll go along w1th it. I'll say I won 't challenge the need.” But
-suppose somethlng happens next year and we then realize that 1t is gorng -

t0 cost $8 bllllon or $9 bllllon. The Public Advocate won't be able to -

nlb‘challenge the need then because at $8 bllllon or $9 bllllon,\even Joe Rodrlguezi'

‘would agree they shouldn t bUlld that plant
' I think there was one more --

SENATOR DALTON~ I've been accused by one of ‘the vice presrdents of

PSE&G of cau51ng them to. lose -- Or causing thelr bond rate to decrease because‘;

' of some of the statements that were made by me publlcly 1n the newspapers.. Ig,

" hate to think: of what you are doing to it thlS morning, Mr. Nardelll. 1ﬁowever,

isn't the whole bonding situation the key component to the agreement? llnfother.f
words, if in fact theibond rating of PSE&G decreases, won't that«also haye a ?ff
detrimental affect upon_the ratepayer‘ultimately? | » ”>.‘
| , 'MR-'NARDELLI: Yes, it could increase the cost of‘borrowing”money3e“
and it could drlve up the cost of bulldlng Hope Creek I. 1In fact, it wOuld,'
so that s why - _ : ' ‘. ‘1‘
SENATOR DALTON:. So, that's another féctor that could -- we c:arvl,fs'i,tv
h,here and thlnk of all sorts of scenarios that probably could escalate the costi~'
y»;31gn1flcantly. _ : — , I
: MR NARDELLI: Spec1f1cally, Senator Dalton, I agree. w1th the dlrec—vl

. tlon you re g01ng. If Publlc Service's bonds are downgraded then- we can, f}T

"7nunder thlS agreement 1ook forward to Publlc Serv1ce argulng that the 1ncreased, -

'cost of its bonds is. now an-extraordlnary event. " As you have sald you and I

"“‘can 51t here" and thlnk of a lot of ways that that plant is g01ng to go above
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$3.8 billion. Aftexr all, it went from $499 million for two plants to $3.8
billion for one plant in a number of years. Can you imagine how that $3.8
billion is going to increase from 1982 to 1987, when it goes into service?
And the language of this agreement is going to allow Public Service to say
"veVery darn thing that happens is an extraordinary event, and I predict that
is exactly what they will do. v

SENATOR DALTON: . The question then is that, if in fact we have a
‘plant now that, I think and you probably know better than I do, we have spent-
-'about $2 billion on -~ ‘

MR. NARDELLI: It's lower than that, Senator.

‘SENATOR DALTON: Lower than that -- what is it?

MR. NARDELLI: Tt's about $1.3 billion.

SENATOR DALTON: Okay --~ many people would say to you, you know,
"What the heck, we spent $1.3 billion on it. If you abandon it right: now,
then you're not going to get a watt of electricity out of it. 1In turn,
' you'll probably end up with the same type of scenario as Hope Creek II, that
is passing some of those costs, if not all of those. costs, along to the con-.
sumer without obtaining the benefits of any electricity out of that plant.
Why stop?"®

‘ MR. NARDELLI: Well, that is the question that should be addressed

‘in ‘any meaningful review of Hope Creek I. I don't pretend that that question.:
doesn't trouble me too. I will admit that at some point that plant will get
to a point of completion where maybe we should'finish it, if we have some idea
as to what the true cap will be on those costs. | |

SENATOR DALTON: Let me ask you this. If, in faét, we stop that plant
today and we've spent $1.3 billion, is there any way that this State, or PSE&G
and Atlantic City Electric, can still provide the power that that plant would
have supplied? In other words, what are the alternatives, if in fact we stop
this plant today? , a

MR. NARDELLI: Well, first of all, since you've mentioned the wdrd
 today, tbday we don't need alternatives. Public Service has a reseérve capacity
of over 30%. The Pennsylvania-New Jersey—Maryland Power Interconnection that
the New Jersey utilities belong to -~ their reserve capacity is over 30%. You
have utilities in Pennsylvania begging other people to buy their excess capa-
city. Any talk about blackouts, or even brownouts, because we stopped building

this plant -- that's ridiculous. I can't take it seriously, and I don't think
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”-[ too many people in this room take lt seriously elther.

- SENATOR DALTON. So," you feel that the reserve capac1ty is suf;ic1ent‘.f
even up until the year 2000, Mr. Nardelli? ' , g i“‘ :
' . MR. .NARDELLI: I think it is close to belng suff101ent Senator o

Dalton. - Sure, we would have to expand our conservatlon programs we would

‘have to expand. our cogeneratlon programs - I m not saylng we could just 51t

‘izhere from 1982 untll 2000 if we don' t bUlld Hope Creek I. What I am saylng 1s
: 'that there are other thlngs we can do, and the Publlc Advocate and all: the
"documents you're going to be receiving have been saylng what ‘some of: those
thlngs are for years, and partlcularly throughout 1982 before they reversed

.),thelr position.

’ SENATOR DALTON:: One of the thlngs that I guess concerns me =

a relative newcomer, this belng my third year in the Leglslature, and you belng‘
in:State government for many more years than that -- what has been the relatlon—

is’shlp between yourself and the past Publlc Advocate relative to maklng pollcy kf

“i: dec151ons for the Department° _ ,
'MR. NARDELLI: -You're referrlng, of course, to Stanley Van Ness° fy,t'
'SENATOR DALTON: That is correct. . ‘ S
MR, NARDELLI Stanley Van Ness and I, and other top people at the ;’

:"D1v1s1on of ‘Rate Counsel would consult We would supply brleflng papers on

’what proposed p051tlons we had. He would call us down to Trenton, he would
© discuss it with us; he would give everyone 'an opportunity to speak, and_at

- some point he would make a rational decision..  As I‘indicated:this'morning{i?f3u

"there were times during those elght years ‘when Mr. Van Ness said to me ‘"Al

I don't think your way is the way to go." And I did what any person would do

¢ in those circumstances, Idgraciously acceded to it because I had the feellng
‘it was. a rational dec151on—mak1ng process, that ‘he llstened to what r had to'hw
'say, he weighed the pros and the cons,vand then he ‘decided agalnst me.;vI can., ..
respect that klnd of dec131on making. ‘ , ‘ , , ”_ 1 ’
‘ ‘ SENATOR DALTON. CIf you are the Publlc Advocate, don't- you have -—yjf,lV
W MR, NARDELLI. I'm not the Publlc Advocate.. ' o
SENATOR DALTON.} Okay, I reallze that —= and you were app01nted by

"M:a Governor, isn t the Admlnlstratlon of Governor Kean, Governor Bryne, whomever,f”'
T'supposed to speak 1deally speak w1th one - v01ce°»_ ' : ‘

- 'MR. NARDELLI. Yes.

b ‘SENATOR DALTON:\ And thls is a pollcy decrslon now, r1ght°
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L L MR NARDELLI: Yes, but. == I don t know 1f you re playlng

y:"DeVll s Advocate,"'Senator Dalton, but as I dld say in'my prepared remarks,

: the Governor ‘has all those other cablnet offlClals.‘ If the Publlc Advocate

‘_ls g01ng ‘to be’ jUSt ‘another spokesman for the polltlcal establlshment why
‘;should we have hlm’g Why do we: need a Department of the Public Advocate to -
fendorse the pOllCleS of any Admlnlstratlon? Belleverme, I'm not. plcklng on- '@»5f

. the Kean Admlnlstratlon. Why do we need a ‘Public Advocate unless he lS gOLng

"”dto exercise an 1ndependent Judgment as to what the publlc interest is -~ 1nde—'n

‘“x,of the Board of Public Utllltles, and the Counsel s Offlce°

‘1-vpendent of what he is belng told by the Comm1551oner of Enérgy and the Pre51dent‘f;i.

SENATOR DALTON :* ‘On October 6, I wrote the present Publlc Advocate a

' J} letter, asklng hlm,to app01nt out51de counsel to argue that the Cost Contaln—ff"

'J‘gment Agreement is rot in the publlc interest. = On Page 2 of that letter -—-orﬂfif»VVJV

“;'excuse me, on Page 2 of the response to my request, Mr.‘Rodrlguez lndlcates,,
”Tf:and let me ‘quote -~ excuse me, Page 3. It's under the headlng "Yleldlng the

o fNeed Argument."  I' m'quotlng here.v )

"Slmply put the Board of Publlc Utllltles has approved

'thls prOJect repeatedly_and»lt is more'than 50%,complete.

At least‘three,times this year, the Board has reaffirmed

‘its -support of ‘Hope Creek, in fact calling for its expe-.

ditious” construction.

"In the‘lastvPSE&G rate case in the Board's;review of. the

rHope Creek II s cancellation, and in the Board's denlal

for a motlon of a: temporary stay of constructlon pendlng
'a needs assessment -- at that time (February, 1982) we
-also recommended a cost contalnment of the progect 1n

an argument presented for me by Mr. Nardelll v

‘ MR NARDELLI: Yes, that' s true.

SENATOR DALTON : - At that p01nt, in February, 1982 why was the D1v1-.v’v L

lfslon of Rate Counsel prop051ng a Cost Contalnment Agreement9

MR. NARDELLI. Senator Dalton, a meanlngful cost contalnment would.be SN

yﬁzvery helpful to the ratepayers of New Jersey. I m in a way very happy that you "
”:fralsed thlS. It s ironic ‘that in: February, 1982 I probably was the flrst publlck

"-OfflClal in New Jersey to call for some klnd of cost contalnment. Yes, I

zreall ed we mlght not w1n the flght agalnst Hope Creek I, and I was calllng for B

b‘a‘meanlngful cost contalnment, but believe me, 1f Rate Counsel had‘been allowed
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to negotlate that Cost Contalnment Agreement, it would have been a meanlngful y‘
one, not the worthless piece of paper that is now before you. _ : ’“

ShNATOR DALTON. How' do you then -- it seems to me that on the one’: ,
hand you were looking for a review of the plant, and on the other'hand you‘f:“
were'calling‘for cost c0ntainment..;How”do you resolve the two in your,own'»5
mind? | | -

- MR. NARDELLI-' Ea51ly, because ‘I would never have recommended that?"
as we go forward on a cost. containment that we give up the argument about need.
The Publlc Advocate has a duty that if next year the facts change and the costs
go up, or if the load demand drops drastically because of a depre551on = we. ‘

have'the need to go in there and say, "All right, maybe it was needed 1n 1982'

"“but it is not needed now in 1983." If there is another nuclear ac01dent and

safety questlons are raised, we'd have the right: to say it should be’ convertedh-,i
to coal. ‘I see no inconsistency. In February I certalnly wasn't saylng the';.
Advocate would trade its ability to argue for the need in return for thlS costf
contalnment. In fact, one of the things I sald to Joe Rodrlguez on August,lQp'
was, "Why do we have to sign this to get‘cbst containment?v Next week,ﬁ'l told;i
him, "I can filedaimotion‘with the Board of Public Utilities. - Now that thisv-b‘
is in- the papers and people are hearing cost containment, I can'file a motion'd
‘”w1th the Board of Public Ut111t1es mov1ng for a meanlngful cost contalnment.;ib
We don t need the 51gnatures of - Public Service and Atlantlc Clty Electrlc.‘ ‘
Let s .go to ‘the Board of Public Utllltles and “say that they  should 1mpose a ;1f
cost contalnment --a meanlngful cost containment. We don t have to glve awayf
half of the store in order to get cost contalnment. We can flght for 1t 1nde—’f
pendently." - :

‘ SENATOR DALTON: In your personal oplnlon why ‘do you think the
Advocate went in that dlrectlon, signing an agreement w1th PSE&G, 1f 1n fact
: he had the ablllty to petltlon the Board to obtain the same type of agreement
Tlf not a better one? . )
"MR. NARDELLI;; I thlnk that some people w1ll do a lot for a. pat on |

the head from ‘the Governor. ‘What more can I say° The press release had been o

'~fprepared. It mlght have even - been in that room as I spoke. -

~ SENATOR DALTON.’ To- your knowledge has the Publlc Advocate ever taken
a p051t10n where - ln other words, almost ‘a dual. p051tlon - that 1s,tak1ng a"
vp051tlon 1n favor of somethlng and - at the same time- app01nt1ng out51de counsel

in order to insure that "the publlc lnterest is represented’"
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MR, NARDELLI-' Senator Dalton, I do not recall the Publlc Advocateﬁ

ifever app01nt1ng out51de counsel to represent an- 1nterest dlfferent than that s

ﬂt:;that had already been expressed by some other lelSlon of the Publlc Advocaterf“gfhfﬂf
JffThe Publlc Advocate has app01nted out51de ‘counsel to represent the publlc : .
;ﬁlnterest as he saw 1t.' I do, and I would have to look 1nto the detalls on .

1"}tthls, I can deflnltely recall the D1v151on of Rate Counsel and the D1v1s10n b f’ﬂ'

f,;of Publlc Interest Advocacy hav1ng dlfferences of oplnlon on various 1ssues.

l{For the most: part though Stanley Van Ness would call in: the d1v131ons and Aff

‘f}reconc1le them. There may have been one or two occasions where, at least on: } N

“fan 1nformal conference basig, he’'d let the two lelSlons go to an out51de

'hfmeetlng and represent the dlfferent p01nts of v1ew. But I'd have to get my .

?di;alls stralght on that.

| SENATOR DALTON: I have no further questions. I just want to thank =

{?‘you, Senator Stockman, for allow1ng ‘me to- part1c1pate in this hearlng._’Al—firf*'
':though I have to leave early today, I hope you will allow me to play an’ actlveffaf;if
vﬂrole in future hearlngs ‘relative to thls.v Thank you, Mr.lNardelll.,.'--' :

MR. NARDELLI: - Thank you, Senator Dalton.
'1SENATORfSTOCKMAN We will recess Mr. Nardelll s testlmony until .

v;tWO:ofclock. pe ll ~have some further questlonlng at that time. I don' t'antl—*;vj

'5v01pate that it w111 be lengthy. Senator Llpman may or may not have: questlons.b:f

fmmedlately follow1ng Mr. Nardelll S, testlmony, I have 1ndlcated to Mr. Rodrlgues
‘right to appear before the Commlttee to give a statement in. response. :
‘ As far. as how long we '11 proceed, I antlclpate that all of this w1ll ,
‘fh“be completed by, or before, 4:00 p.m. today s session. As_I-lndlcated.earller, a

. our next hearlng date is October 26.f
* (RECESS):

-TSENATOR STOCKMAN"'v‘d llke to get started w1th the contlnuatlon of
'{'};our'hearing._ As I 1nd1cated thlS mornlng, I anticipate asking a few further
fquestlons of Mr. Nardelll and then, flnlshlng that phase of the. hearing, the
'hi‘Publlc Advocate has expressed an interest in making a statement for: the reco_
‘ Then we. w111 adjourn, and we will. reconvene on October 26.., _ :
A few p01nts, Al, that I didn't. touch on earller that have come to?{,

i:mind. One is, this questlon of abandonment. - There has: been talk. about the .
.Zlmpllcatlons of abandonment -The fact of the matter is,. as I understand 1t,fj'

that there has been a very 51gn1f1cant amount of abandonment of nuclear
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'TY.facilitieS'in-the last few years. As-a‘matter of fact,'that_haS,been‘theg b';'ff
rule, and not the exceptlon. Isn't that so? o o B _y
MR NARDELLI. Partlcularly here in New Jersey, Senator Stockman.'

Just very qulckly rattllng off some plants, Publlc Serv1ce abandoned floatlng

nuclear plants off ‘Atlantic Clty.' That was. essentlally a four—plant operatlon.‘:j"

- Public Service abandoned Hope Creek II in December, 1981. Jersey Central
llyPower and nght abandoned the Forked River nuclear plant  toward: the end of
1980. So, yes, we've had many, many abandonments in New Jersey. ‘
C SENATOR STOCKMAN Cogeneratlon and- conservatlon were talked about

‘as. concepts Wthh arguably could develop 1n combination close to the. capac1ty

that 1s being pro;ected for Hope Creek I.. Do you feel that the monles that I f.:k ol

’t{ could be saved from thlS prOJect could loglcally move us a lot further 1n
lff those energy areas and dlrectlons? ' :
' ~MR. NARDELLI: Yes.
s SENATOR STOCKMAN: Have there been any studies’ by the Publlc Advo-Vd”
.-cate'!s Office in partlcular on elther or both of ‘those sub;ects’ : , g
“ MR. NARDELLI- Yes, we've putin testlmony in various rate cases.fk-*
- We put conservatlon testlmony into the last Public Servlce base rate casel,”
f:iwetve.put similar testimony into‘the record of‘the-current Atlantic Cityt
Electric base rate case. , , \ . .
SENATOR‘STOCKMAN ~This completlon questlon ——.how far complete Hope*i

Creek I is == has the Public Advocate, or any representatlve on hlS behalf

ﬂprto this date, actually 1nspected or examined- those fac111t1es to conflrm the »1”
‘“degree of completlon of ‘that plant° :. L
: MR NARDELLI~ No, Senator Stockman, and this is a blg falllng 1n_-
‘thls whole process. Joe Rodrlguez does not know how complete Hope Creek I 1s.’tl
h"»He s taking Public Serv1ce s word for it. ' , ’ o d
SENATOR STOCKMAN: ~Well, I wouldn t expect Joe Rodrlguez personally -
to have'tocgo down and inspect the plant. Don't mlsunderstand me: there.. But,”
lto your knowledge, the Public Advocate's Office has not gotten ~-: for 1nstance,
'l_has the Board of Public Utllltles, to your knowledge, through 1ts representa—r
“'Htlves, checked on thlS questlon or, I guess what' I'm gettlng to is = thlS
5?j;suggest10n that thlS plant 1s roughly 50% flnlshed T assume,bls from Publlc o
"f;Serv1ce° - " ""H
| MR NARDELLI., That s their flgure.' That s thelr representatlon,

'and 1t stands to reason; Senator Stockman, that the hlgher percentage completlon

aflgure that Publlc Serv1ce can pass out: to the publlc, the: better thelr argument
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' that the plant shOuldibe'completed f'The'Advocate‘and thetBoard~of’Pﬁblic
'~.,Ut111t1es certalnly should ‘be determlnlnq ‘how .far" along thlS plant really is. v

) SENATOR STOCKMAN Now, there has been at least testimony, perhaps )

F:yfeven ‘comment . from. the Commlttee, that may sound 11ke a little beatlng up on

s the Board of Publlc Utllltles,‘and I must say ‘that when we get into some dls—'

,‘cu551ons w1th the- Publlc Advocate one of the questions that I expect to . ask

hhlm is the questlon of whether or not.he, in fact, reached the determlnatlon,r,3- Tl

' ?as I understand he dld and I got- this from an 1nformal exchange with ‘him,

-U;that the Board of - Publlc Utllltles simply would not 'block the completlon of .~
..Hope Creek I.: You get into the guestion of the Board OmeubllC-UtllltleS
‘role’and responsibility in'all‘this now. They are‘not on hearing here,.so

‘vto speak, but I want to call your attention, Mr. Nardelli, to a memorandum P

that is dated May. 25, 1982 that was made available to us by the Publlc Advo—igﬁ'b »

cate.' It is a memo from Mr. Potter to yourself and to Mr. Camacho. I thlnk
:7;1t bears on thlS questlon of the BPU s role in all this, or posture, -and ’

:perhaps argues your role or the Public Advocate s role. iAre you famlllar‘
:;‘Wlth thatzmemo? Do you have a copy of 1t there?

MR, NARDELLI: - L'm looklng for the copy but I know I have seen that.

‘ ”:;:I certalnly have it some place.

SENATOR STOCKMAN. I d like to go through it w1th you -because 1t
'ralses in my mind some questlons about your testlmony and about - the Publlc
:Advocate s role in thls Hope Creek 51tuatlon. And I must tell you —_—
L MR- NARDELLI: Do you have an.extra copy?
, ‘VSENATORVSTOCKMAN:' No, unfortunately I don’t._ Staff'has‘provided mef
hfwith‘the only copy we have now. Perhaps we can accomplish it. Let me readﬁit
to‘you. There are three or four components to it that.I thlnk need some ex—v“

f planatlon. Unfortunately, I don't have the letter = I've asked staff to try

ton flnd it for me, and again it's a reflectlon of the fact that we: are mov1ng

'.:7rather rapldly in what obv1ously ‘is not a. 51mple matter. But, the memo . says

v’gh'the follow1ng, .and’ it' s addressed to you from Mr Potter. It says.,j3v

uAttached is a ‘copy of a letter sent: by Barbara.Curran (who_iny
of course is now the head of the BPU) to Gary Steln_(he, of
course, is with the‘Governor'S<Office on Policy and»Planning) ,
“in which she describes_hervreasons for concluding that the
BPU has already . determined that Hope Creek I will be

needed 'for Capacity purposes,*_,Critical.to_her'findingvis,‘
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the evidence in the last PSE&G case."Specifically,
she claims that. the Public Advocate,.like the Depart—
ment of Energy, behaved as if Hope Creek I was needed.
For example, in relylng on PSE&G s subm1551ons, she -
‘clalms that 'these proofs were never serlously chal=

lenged by any active participant to the proceeding.'

"She also quotes from your statement that the BPU should
accept'thevHope>Creek II cancellation in order.to finish

Hope Creek I."

Now, Mr. Nardelli, did you take that position in that‘hearingithat‘

* he is referring to?

MR.:NARDELLI: okay. Whether you realize it or not, -you haverasked>ij'
- me many questions. | I v -
’ SENATOR STOCKMAN: I'm sorry. , DR
, v MR. NARDELLI: I'm g01ng to try to answer some of them, and 1f I mlssl
one, please feel free to come back to it. : ’ '_
‘First of all, the expert on what the Public Advocate did durlng the _d

1981 Publlc Serv1ce base rate case is Roger Camacho. .He‘was the lead attorney =

.~ -on the Publlc Service base rate case in l981,,so,he probably'is aware of more

“nuances than I am("but at the time I was Deputy Director and I'm_certainly:
" aware of the big picture. ’» -
I'1l now‘move on to that. During the 'trial, the lltlgatlon of the'
1981 Public Service base rate case, there was some -- what's the word I want -—’f
. the Publlc_Advocate had difficulty 1n de01d1ng exactly what we wanted to - ’
accomplish in that rate case.. At times we'wanted'to'get rid of'both‘Hope'

'Creek I and Hope Creek 11, but there were other times when we got very dls—V‘a”

couraged as far as how the Board of Publlc Utllltles was treatlng our testlmony. pf

- For example,lwe put in testlmony in August 1981 on conservatlon and Hope Creek

f:whlch they took out We'. put testlmony in before the admlnlstratlve law Judge :*"

'_ who was: conductlng the trlal of-the case. The Board of Public UtllltleS 11fted

‘ that Hope Creek-conservatlon-related testlmony away from the admlnlstratlve

'J“‘law judge and brought 1t back to itself, which was a 51gn rlght there that wejjf n

N were in trouble. But at some * p01nt, there lS no doubt durlng the 1981 base
rate case: we dec1ded to focus our attentlon and our fire on Hope Creek II :
‘;Let S take one blte of the apple at a tlme. If we -go. ln before the Board and ;, .d
iiask for both_plants.to be,abandoned,,then we' re_more 11kely to wlnd up w1th -
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"ff:nothing.' So, let s concentrate on Hope Creek II In the latter part of l981,f e

xfxwhlle the Publlc Serv1ce base rate case was Stlll before the Board of Publlc

hh‘NUtllltles, that is exactly what we dld

‘”ﬂ§case when we 1gnored Hope Creek I.

We focused our fire and our attack on Hope Creek II and, yes it is:

: .true, Senator Stockman, that there Were periods throughout the trlal of that

- SENATOR STOCKMAN,‘ Okay. He goes on t¢,s;y=
. "In short, she,believes that the Advocate concurred,,at
| least impllcitly, with PSE&G's position. I'm now in--
,'clined to agree:with her, even though the finding‘of v
need was 1rrat10na1 in light of the Board's failure to

con51der alternatlves such as conservation in Hope Creek"

Mr. Nardelll, do you agree w1th Mr Potter that 1t was a rather 1r—*

"ratlonal flndlng for the BPU to make at that time?

MR NARDELLI., Oh yes, all there was on, the record was some 1nformat10nzd5

: u,:supplled by Public Service as to why both plants were needed. The Advocate ;_ﬁ

vvneeded.‘

:never got the opportunlty to make his case as to why the plants were not

) SENATOR STOCKMAN _ Now, he goes on to suggest:
MIn my v1ew (and I'm referring to Mr. Potter now) thlS was
a tragic error. It was also totally 1nconsrstent with our
position in other cases. For example, thefconstruction
,docket " p o e
’ Mr. Nardelll, do you agree that that was that serious an errorpatathat
:tlme,_or not? ‘ . o : - : o " v.,r .i B
- | .MR. NARDELLI. Senator Stockman, you re puttlng me, in a p051t10n of

vesecond—gue551ng the trlal of the Publlc Serv1ce base rate case by .Roger Camacho.

I think Mr. Potter overstates it.: I'm, .aware of the pollcy dec151ons that went

\_1nto the de01510n to focus fire on Hope Creek II, as opposed to Hope Creek I.;
;I m not so sure that Roger Camacho and Stanley Van Ness made the wrong deClSlOn.
i I m 1nc11ned to thlnk that perhaps they made ‘the rlght dec1510n, as is borne out“
‘by the fact that in December, 1982 we did get Publlc Serv1ce to abandon Hope
Creek i - | | o
“ ’» SENATOR STOCKMAN 198144 f

MR NARDELLI.‘ Excuse me, 1981, and that freed the Publlc Advocate to”
then turn hlS whole attentlon upon Hope Creek I, so- thlngs did not work out so
‘badly.
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'SENATOR STOCKMAN "All right. He goes on o say: ’

"Its contlnulng effect may ‘undermine our credlblllty today,ifﬁh
"and may help to explaln the $390 mllllon rate 1ncrease.xblt; fiyhk_?b“
tls, therefore, pertlnent to ask how, 1nillghtrof such * . L

Advocate-sponsored testimony as Dubin—Bloomefs.alternatier'

1oan forecast which said no more power:plantsuijany klnd"u'
were needed until 1990;  Komonoff's study'which showed-'
that nuClear-has no cost advantagevover coal; and, Kahn's
report Wthh showed that the 20% .reserve margln was artl—:
ficial; did we come to such a pollcy decision, 1n effect
'repudlatlng, or at least 1gnor1ng, some of the best analytl-higdf:‘f'"'
cal ‘work to come out of this Department."
’ Mr. Nardelll,ydo you agree that those studies were some of the best
analytlcal work to come out of the Department of the Publlc Advocate'> ;gﬁ- i
MR. NARDELLI. Yes, I do.- R 'v PRI _
'SENATOR STOCKMAN- As a matter of fact, those studles would p01nt away o
from a conclu51on to complete Hope Creek I? T ' ' SR

MR. NARDELLI “Yes,. that's true. Once again, Senator Stockman, all

f: we're talklng ‘about is a tactlcal dec151on in 1981 to focus our attack on Hope‘

‘Creek II get rid of that, and then turn our’ attentlon to Hope Creek I.
SENATOR STOCKMAN - There is a recommendatlon, among others that ff'

f»followed after that general observatlon by Mr. Potter, that perhaps you would

o con51der retalnlng an' energy pollcy expert on the staff to adv1se us on pollcy

”fj” dlrectlon, or to act as an expert w1tness.' What that ever followed through on°

’ﬂAre you familiar w1th that° Do .you ‘recall that recommendat:n.on'> t&,
‘MR.: NARDELLI~ Yes, I do, but as- I recall 1t was more of a recommenda—y’

tlon that Trenton hlre someone to a351st them in these 1ssues. But I would have-

- _toisee ‘the whole paragraph before I could comment more. I do recall that recom- oS

mendation. When I' said Trenton, I meant of course the Comm1551oner s offlce ——h'
wathat ‘the’ Comm1551oner should hire someone to work on hlS staff to help coordlnatev~b
energy issues. e - , e o ‘ '_‘_ _k v L
SENATOR STOCKMAN Now, - Mr Potter went on with thls suggestlon. e
"At a mlnlmum, no major electric rate case’ should begln ' i
:funtll after_weahave settled‘all of the_maJor~pol;cyvdec1- A
~sions. Doiné so during the'heat'of litigation\is a poor

rfisubstltute that shows lack of preparatlon. ’Joe and I’

(I ‘assume he is- referrlng to- the Public Advocate) would
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o l hlstory here..

~like to bo 1nvolvcd Lrom the: begrnnrng ‘in- thes

strategy se551ons.

Were there any strategy se551ons on the de01s1on to 51gn thlS
'contract7

MR NARDELLi‘ No. To repeat my testlmony of thlS mornlng, ‘Joe

':Rodrlguez dld not talk to me- in person or on the phone about the Cost Contaln‘a“'w”ﬁ
>7:ment Agreement untll the" mornlng of August lO the day that he 51gned the ' n
,‘agreement. ‘ ' : ’ '
SENATOR STOCKMAN He goes on. to say:
""These sessions could begin w1th the lead attorney preparlng‘

a prellmlnary analy51s of the company s case

Who was the‘lead_attorney In-the»case anolv1ng,Hope Creek I? .

MR. NARDELLI. Well, I think we're going to have to do a:littlea e

[ SENATOR STOCKMAN : I'm talking about around May, June,'July and
'August 1982. - RREE DRI - R
‘ G0 0 MRa NARDELLI.‘ I would ‘say that Al Nardelll and - Roger Camacho were fi
:co—counsel on the matter at’ that time, with a lot of help from Ray Makul and- ;;”
"Menasha Tausner. Those are the four people._‘ ’

SENATOR STOCKMAN' Was there any prellmlnary analysrs of Public

Serv1ce s pos1tlon on this ever prepared by those 1ndlv1duals before a de01s1on‘ ~ﬁf‘

,that we're deallng Wlth here today? ‘ _‘ , 4., /
MR. NARDELLI- Well, anythlng that was done out of Rate Counsel durlng

‘thlS perlod - you mentloned May and June, and 1f you're stlll talklng about

"May and - June, yes. Bill Potter dld -ask Rate Counsel to buttress the case

» 5vaga1nst Hope Creek, and we did. ' Thexe- are varlous ‘memos going. from. Rate

.fCounsel to Bill Potter supportlng the argument agalnst Hope Creek and support—fs:'
1ng the’ argument that it probably is- not needed, how there could be cheaper.
'lalternatlves to supplylng.the power. - However,_we‘were,never asked to»talk ,?f
“f”about'signing away —- in‘other words, we_uere.on the same_side,then,hlmhere ,_ﬂ:v :
WOuidibe nothing fron Rate Counseltto the‘PubliCJAdvocate-sayingvthat we'shouidﬁﬁb‘Ah
';reVerse ourselves. We were trying to support the argument that Bill Potter,;_
fand'I'presume-Joe Rodriguez, wanted to-make,'that we needed a meaningful‘review
;bof Hope Creek I and there is information 901ng from - Rate Counsel all. throughout'f
, 1982 going from Rate Counsel to the Comm1551oner s offlce, ‘supporting these o

arguments.
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‘SENATOR STOCKMAN: " On the subject of memorandums, are there any-
memorandums of any meetings that.capture the opinions of the participante;,” _
' whether they be experts ortnon—experts, which would shed further light on the

ﬁsequence of events leading up to the Public Advocate'ssigning this agreementte; -
that- you have seen, and that we have not been glven here?’ : h ’ ;::’_h i o
MR NARDELLTI: Offhand, I am not aware of any. I woﬁld imagrae'thath

—therevmight'be some interesting memoranda flowing from thé‘Advccate's Office‘tof'
the Governox's Office that I am not aware of, but I think I've told you just v
about the most 1nterest1ng ‘memoranda g01ng from -- well, Ray Makul for example,
wrote a memo to Bill Potter during the period we're talking about. He;makes‘ag
"rough calculation on the question of whether or not - on the cost'of Hépé .
lisCreek:I in terms of how much it is'going to cost ratepayers and how mﬁch it?is
going to cost Public Service. He goes through various assumptiohs as to’hOW':;'
"much rates will increase 1f capacity factors'such and such -- so, there are L
some 1nternal memoranda, but until I know exactly what you have, I don t know
. what you don't have. , ’ ‘ﬁ ’ ‘iv
_ SENATOR STOCKMANQ..Dc you have any idea based on the figﬁres that have
been projected so far as to'what the prcbable impact on the cost tovcuStomers‘ '
of Pﬁblic Service will~be,~aseuming this plantkisfcoméleted,zand assuminqvthatiif['
it is done fdr the limited estimate of $3. 8>billion -= and'assuming”that it is. v

wh cOmpleted essentlally on prOJectlons that now have been made by Public Serv1ce7

'f_‘Approx1mately what impact would that have°

'MR. NARDELLI: There is a memo. from Ray Makul on thls questlon, but

a'rough'answer is $l bllllon,a year. ~In 1987, Public Serxvice's ratesywould-go~h

"3.bup $l bllllon a year.

. ‘Now, there are several underlylng assumptlons there, but 1t 1s a ;|
'dramatlc increase. . _
| SENATOR 'STOCKMAN: What is the total current figure for Public =
Service's - 4 . | BRI
MR. NARDELLI: ReVenl‘J.e“s‘? S o
SENATOR STOCKMAN: _Revenues,gYearly. Are we talking:abcut a:IO%ﬁh""
h*ihcrease, a 20%, a 30%? : e .‘ ' : i o
AN MR. NARDELLI. No, we re talklng much more. than that ?ubiicﬁserﬁice'e;"
'hrevenues for 1981 were less than $1 billion a year. »l o Lo o hvit”
SENATOR STOCKMAN “.You're talking then,‘arguably, about dcubiihértherr

uilactual cost flgure°
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o MR‘:NARDELLi-i Yes, ‘but, Senator Stockman, I wouldfhave-tovlook
:-at an operatlng report to refresh fuy. memory on that o ,f o

, SENATOR STOCKMAN: There seem to be ‘some shaklng heads inithe
:‘faﬁaiénee. I thlnk maybe you.are on weak ground - .
SR MR.VNARDELLI:‘ I may be.

'dSENAToﬁ STOCKMAN We can get that information.

'MR;‘NARDELLI: I m quite ‘sure that thelr operatlng revenues -are less

" than $2 billion a year, so we're still talking a very, very significant'increase;hn‘1

'SENATGR STOCKMAN: ' ‘Now you made, as' 1 understand it rrom your testi—"
mony, some . efforts even after thlS agreement was 51gned to press for: some o
_detall. As'I understand it, there was a joint statement at some point after:f
‘ITthe 51gn1ng of" thlS agreement entered 1nto.' Did Rate Counsel, Oryanybody in: _
:2'Rate Counsel's Offlce, to your knowledge, have any partlclpatlon in the. prepara—v
:tlon of that jOlnt ‘statement? ' R
: 'MR. NARDELLI: Oh yes.
SENATOR STOCKMAN ) Who did? -
- ‘MR. NARDELLI: At least in the beginning phases, I dld and Rogerz
i‘Camacho worked“very hard on it. Ray Makul may have beenllnvolved on the. -

'_,periphery. Ray Makul was involved; I forget to. what degree.

SENATOR STOCKMAN: 'And, in your opinion, did that joint statement = =~ .

‘ that ultlmately was publlshed tighten: up and correct the problems, in terms -
fof the orlglnal agreement°' N o ’ 4 o h_”
'  MR. NARDELLI: Oh, it definitely improved the Advocate's and the

consumers' p051t10n under the agreement. There 1s no question about it.- Ih]ﬂ:

’ pwould like to thlnk that Rate Counsel's insistence had something to do with |

that - Yes, that joint statement Senator Stockman, is an 1mprovement on the»
'agreement but it ‘still doesn’ t close all of the loopholes and, perhaps more:
1mportantly, the 1ssue I was ralslng 1n my - testlmony 1s, that 1t was my sugges—f
tion that we not ‘have a jOlnt statement “that we put on w1tnesses, Advocate f

;w1tnesses, people speaklng for the public interest, “that would try to mold

"thls agreement even more favorably  to consumers. " But Mr. Rodrlguez -and’ Mr._r;':-7”

“Potter re]ected this approach in favor of the approach of worklng thlngs out

'>:Wlth Publlc Service.

SENATOR STOCKMAN-' Let me ask you this final questlon, because I
‘want Mr. Rodrlguez to ‘have an opportunity to make his statement and the

" hour is growing late.
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What about at: thlS p01nt ‘the thorny questlon, and I think the

Public Advocate agaln ralsed 1t in' a reply letter to Senator Dalton ——.the

“;»;questlon of whether he could at this p01nt ‘in view of the totallty of 01r—f7dnx

'cumstances that now ex15ts -- those c1rcumstances 1nclude well everythlng

: that has transplred to thlS p01nt, we "don' t have to elaborate - but 1n order

::‘to arguably clear the air, take the- extraordlnary step of app01nt1ng an 1nde-

pendent outside counsel ' You are someone who' has worked closely in the Offlce Ly
,of Public. Advocate for many years, and no: doubt have a great deal of lnterest '
in the offlce. ‘You have made very clear some - sharp and serious dlfferences

with the present ‘office holder but I am assumlng for the purpose of’ thlS fjiv

’questlon what I would hope and expect the large majorlty of the publlc would &J]‘

dlﬁ_"assume, and ‘that is you have no desire to see the abolltlon of the Offlce off"

“the Publlc Advocate or a:severe weakenlng of that offlce. ; ] EE
What about Mr. Nardelll, the- questlon of whether- that could be‘f5fifdbw

done by the Public Advocate now,. w1thout sharply or serlously undermlnlng

bvh;sicredlblllty?' Do you “think that could be done,‘and why’ :

- o MR NARDELLI.‘ Before answerlng that questlon, 1et me: conflrm yourfﬂ'

bellef that I have no 1nterest in seelng the ‘Public Advocate abollshed or ‘w:”'

o seelng 1t weakened One does not spend elght years in an offlce w1thout be-t :

"hvlcomlng deeply commltted to the ideals of that offlce.‘

Now, as far as app01nt1ng an. outs1de counsel I would dlsagree w1th
‘:lthe response of Joe Rodrlguez to ‘the ‘request to app01nt .an out51de counsel.a
I thlnk it shows strength to say, "all rlght, 1lsten, I thought I dld thev d'” ;
_best " and I m speaklng for Joe Rodrlguez now.: '"I, Joe Rodrlguez, thought
hI dld the best thlng at: the time. T still thlnk I did the best thlng at the
'tlme. I'm’ w1111ng to defend what I dld but there have been serlous questlons
ralsed -both about the way I made thls dec1510n, and about the agreement ltself

that I 51gned Now, I w1ll app01nt out51de counsel to represent confllctlng

A ‘npubllc 1nterests.

‘ Why, if- the statute prov1des for representlng confllctlng publlc:

1nterests -~ T don t thlnk that lt weakens the Public Advocate to say “Yes,,'
ﬁjthere is an honest and reasonable difference of oplnlon on this questlon.,,;‘f
‘ SENATOR STOCKMAN Perhaps the. uncomfortableness of the Publlc Advo-
b“lhcate, assumlng he mlght be persuaded and thlS lS all hypothetlcal —-5j{'- SR
" ' MR 'NARDETLI: nght.\v _ , SUTER S
SENATOR STOCKMAN == assumlng that he mlght be persuaded by the f'-;:f’

'fzitotallty of - c1rcumstances, perhaps hlS dlscomfort would be, "Well 100k, _
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't‘ﬁcos1gned an. agreement w1th three other people, and they thought at least

'when they struck thlS bargaln w1th me, that they had 1a1n that - problem to
‘:rest.~ And here ‘now. I m end—runnlng them by p01nt1ng to sort of an obscure ‘
yllttle part of the statute that glves me authorlty to reach beyond my depart~
b;ment for some- spe01al counsel " , , ‘> S , ,g
’,. » . That S klnd of dlrty pool arguably, and that mlght be- dlscomfortlng.ftiga”
But do you thlnk if the other 51gnatures to that agreement the Energy Depart—fif"j
‘rement Publlc Serv1ce, and - ,
L MR. NARDELLI: Atlantlc Clty Electrlc.'.w_ | |
: SENATOR STOCKMAN. - Atlantlc Clty Electrlc were persuaded by the;jf‘?ddhc
?dtotallty of c1rcumstances rlght up through today, that that klnd of a move

"f;,would be in the publlc 1nterest, and were to communlcate that w1lllngness to

- che Publlc Advocate, thus 1ntrodu01ng a _new element 1nto the totallty of 01r

':cumstances, that perhaps that would prov1de the Publlc Advocate w1th a‘

M‘:mechanlsm whereby, preserv1ng the 1ntegr1ty of hls offlce, but protectlng th

.Iheflnterests of the publlc, that could be done7 ,
- MR NARDELLI._ Senator Stockman, w:.th all due respect, you have
answered your own questlon. Yes - y », ‘ ‘
R SENATOR STOCKMAN B But it's not 1mportant what I thlnk or say
il‘obvlously, 1n thlS context but I wanted to put the questlon. '
- ' MR. NARDELLI.‘ I certalnly agree w1th you. It would make the
“app01ntment of an out51de counsel eas1er and more palatable to Joe Rodrlguez ‘

7’71f these other 51gnator1es to the agreement --

SENATOR STOCKMAN I have no further questlons, but I thlnk Senator ”k‘

: Llpman may.

SENATOR LIPMAN Let me say, I haven t had tlme to dlgest all of »It‘

:thlS paperwork whlch I got today. However, I was one of the leglslators who'

,wi*was very happy to see the Offlce of the Publlc Advocate establlshed because,nﬁcr

”“the Publlc Advocate was to be the v01ce for the publlc, where there had been
4‘3nnone before.i The approach was,you were to examlne other State agenCLes to
' fasee that they would ‘be run more eff1c1ently Thls also represents my

; 1nterest in belng here -—constltuents, on whom the 1mpact of the cost of

be publlc utllltles is too much already, and any addltlonal ~costs mlght have

o very serlous consequences., As it 1s, we had more Publlc Serv1ce shut—offs'

vtlylast month than ever before.
‘ Now, I ve sald all that to say that I ve always regarded the Publl‘

lpAdvocate as an offlce Wthh examlnes several alternatlves before comlng to
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a conclusron. I have two questlons here. Was there ever'a chance'for’the
DlVlSlon of Rate Counsel to ‘consider other cost: contalnment methods other than
‘the one- that is presently being 51gned and agreed on?
‘ St MR NARDELLI: Well, I suppose the meetlng I had w1th Joe- Rodrlguez
the mornlng of August 10 == I suppose that was. my- opportunity to express to
’hlm the fact that there were better cost contalnment proposals, ‘and I must
have falled because he 51gned‘the agreement that was before him that afternoon;’
SENATOR LIPMAN- I see, but .are you Stlll of the oplnlon that there
are more effective cost contalnment methods? o
'MR. NARDELLI : Deflnltely, Senator Llpman., Cost containment‘is SOme—~~ﬂ'
_thlng that we can all support and, yes,’ I think there are. loopholes in thlS ‘ v‘:
. agreement that has been s1gned that should be closed in the public 1nterest.
There are more effectlve ways of contalnlng Publlc Service! s costs.v‘ ]
SENATOR LIPMAN All right. How many members of the senlor members »
cof the’ D1v151on of Rate Counsel agree w1th you ——~do you believe agree w1th you°'

“MR. NARDELLI. All of them. The fhree who 51gned the memo of

'h'August 9, which I have attached to the testlmony, but in addltlon to those

three who signed it, the three or four more who are next in senlorrty who have

) pworked on electrlc rate cases. 'I'm not going to‘name them now, but if_it is
‘ever. necessary I'm sure they could be called to SOllClt their’ views.. ﬁBut I'm,
representlng to: you that the seven or eight’ people at Rate Counsel: who worked
~.on electrlc rate cases agreed that this was a terrlble Cost Contalnment Agree-f'
" ment and that Joe Rodriguez should_not 51gn. ' ‘

' SENATOR LIPMAN: Okay, thank you.
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* “SENATOR STOCKMAN: Thank you, Mr. Nardelli. That completes

‘your testlmony for now. -

" Beforé the Publlc Advocate testlfles, I do want to make part of.
;the'record a letter‘wrltten to me by Mr. Potter dated. October 7, 1982 and
turnlng over certaln communlcatlons with . the Governor s office, w1th the :
'ﬁbDlrector of Offlce POlle and Plannlng. After‘drscus51ng the letters -
apparently with the Governor s Offlce, they have informed me that they have
d’_nOvobjectiOn to releasing these letters. They do, however, wish me to convey
their belLef that. these communlcatlons, in fact are privileged; neverthe- k

~ less, they did not wish to assert such a pr1v11ege in the 1nterest of a full

htvand'open discussion on the issues. I want to thank the Governor's Office
7for“that; They have lndlcated the feeling that some of these communlcatlonS»

"are pr1v1leged but they nevertheless have turned them over to the Committee.

As far as 1 know now, and I'm worklng on this assumptlon, the
>°7“C6mmittee has all of ‘the dooumentatlon, all of the materials that touch on-
:thlS 1ssue of the p051tron of the Public Advocate vis-— a—v1s Hope Creek I

'fand the cost containment. I want to thank Mr. Potter." ,

As I 1nd1cated this mornlng, the Public Advocate will not be
iquestioned today. We will complete the hearing after his statement. -He
:haSOexpreSSed an interest‘in making a publicistatement'in reply to Mr.
Nardelli's chargesrof sorts, and I can understand'his deSire tO»dO that;‘

"and we certalnly are happy to accommodate hlm. ‘We will reconvene and expect

d‘.‘to questlon the Public Advocate on October 26 Joe, 1t s all yours._

JOSEPH H RODRIGUEZ:- Thank you, Senator, ‘I don't w1sh to take a

hvlot of time, but I thlnk Lhe testimony of Mr. Nardelli dlctates that 1 try
to unbend the pretzel and put before the publlc of thlS State actually what
dld occur,because I thlnk what 1s at stake now- is not only his personal
dlsagreement w1th me, but ‘in trylng to state it in hlS manner, questlonlng
‘,serlously the credlblllty, the 1ntegr1ty, and the competency of the Publlc fb
thdvocate ) Offlce. , o - .,. o
8o what I 1ntend to do is ask myself three questlons, because I
i»want the full story to be known today. :

' . The flrst question will be, did the Governor in any ‘way control
dlns1st, call me; lnltlate a contact w1th respect to the Cost Contalnment
Agreement? And thevresponse to that is an emphatlc no. ‘The contacts‘wrthp

the Governor's Office, as demonstrated by the 1etters that you have, were
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contacts 1n1t1ated by us to the Governor because we felt that w1th the new'

*uAdmlnlstratlon lt was about time that we trled to. change pos1t10n and demon—f"‘

“"fy-strate to .the State that we would try to take a new, aggre551ve approach

iagalnst what we cons1der to be hlgh utlllty rates and an. oppre351ve 51tuatlon
‘that is ex1st1ng for the ratepayers. ‘ : '

_ ' Now, other than that I can't refer to any other facts because they ,
»dld not occur. At no time- -did the Governor state to me that he wanted - to see s
this done.l It was 1mportant that it be done. It was necessary that it be
done. He. llstened to us and agreed that. a new approach would be called for.
Q“W1th that in mlnd we jOlned w1th the Department of Energy and the Governor
made an announcement saylng that he thought the Cost Contalnment Agreement
was good for the State of New Jersey,

It's lnterestlng that profe551onal review of the Cost Contalnment '

Agreement has come up saylng that it is a good thlng for - the c1t1zens of the‘
T»State. There were edltorlals to that effect, and there were artlcles wrltten
-vln the New Jersey Monthly Maga21ne to- that effect. o v o
The second questlon I want to ask myself is, was the Cost Contaln—
efment Agreement in the public J.nterest’> Now, you have to remember I became
" the Public Advocate in February 1982, bellev1ng as I rev1ewed some of the »
iylssues that we were aggre551vely flghtlng Hope Creek I. Was my rev1ew at‘;”

‘.,any t1me con51der1ng the fact that I ‘wanted a pat on the head from the

"?Governor7 All I can suggest to you when credlblllty lS at stake is that you

'look at my five years w1th the SCI and tell me if I ever sought a pat on the B
'_head from anyone when I was d01ng what I thought was rlght, lncludlng the
Governor;at that tlme. Certalnly the medla is fllled with. what my reactlons;

are when‘someone tries to send me-in ‘a dlrectlon that I don't feel is. proper{‘

"h I 1ntend to do the same thing at any tlme, because that's me: speaklng to you. -

And T can say to the Governor s credlt that one thlng he has 1n51sted upon‘x"h
s far as I am concerned is that the Office of the Public’ Advocate remain -
"1ndependent.a‘ " L :
o 1 took that review, and let's start w1th recorded facts so that we
”jdon t- get ourselves contamlnated with credlblllty arguments. Some tlme

.vafter I was there, thlnklng we were flghtlng the battle of Hope Creek I,‘and

let me. recall to you the testimony . of Mr. Nardelll, seven years, long,‘resolute,"”’

ﬂaggresslve act1v1ty agalnst the Hope Creek pro;ect, and he dldn t. reallze he’

7;was;falllng out,of step. Well, perhaPSu‘one_ofrthe thlngs that_causeduthe»iélf"v



ffconcern about whether oxr not he fell out of step was when I became aware of
thhe stlpulatlon that Mr.‘Nardelll 51gned in the Hope Creek case of December 14
h‘1981, some two months before I became the. Public Advocate, this stlpulatlon
i’s1gned by Mr. Narde111 in the Hope. Creek action, .and it is also counter31gned

'iby Lawrence R. Cody, attorney for Publlc Serv1ce.,,I w1ll read one paragraph

'h”;ffrom that stlpulatlon-

“"The under31gned partles agree that ‘raising. these capltal
vrequlrements would be a flnan01a1 burden on’ the ratepayer :
and the company (referrlng to Hope Creek II) 'Such an’

. “added flnanc1a1 burden :could. also further jeopardize the - .~
t;mely 1986 commerc1al_date of Hope Creek I. The}under—h’
‘signed parties'agree that no controversy exists regarding

o Hope Creek I's two unit design and need to construct a

u “ fa01llty up: to this tlme (December 1981). -
i'Attached to it is an amortlzatlon schedule, Plan B submltted by the Publlc

f‘Advocate and clearly lndlcated in thls stipulation, where Mr. Nardelll

f agreed to: an amortlzatlon rate .greater than that requested by Publlc Serv1ce,’t't"

'fyI became aware of ‘this Cost Containment Agreement but I was also aware that_

in. the press there were words made with respect to the credibility of the.

xif Publlc Advocate -and why it had shifted pos1tlon in the Hope Creek matter.

hahhlI have a transcrlpt February 23 1982 =~ prlor to that, let: me.gor to 5

JFebruary 19, 1982 -—-.a transcrlpt where Mr..Nardelll lS suggestlng a shlft

:y 1n position. At this hearing many people testlfled,vlncludlng some leglsla_ S -

L tors, who . sald that they would be asking for" a moratorlum on Hope Creek I

ﬁ}and in here,—as a result of questioning, Mr. Nardelll had to admlt that the i
| ortlzatlon schedule that ‘he agreed to in December contalned the agreementeﬁh7:
""that ‘Hope Creek T would be. completed. . , |
: ‘ When asked spec1f1cally by CommlsSloner'Barbour Whether or not
ﬂthat was the case, he had to agree that it was. When asked by Comm155loner;,fp
nynes whether or- not he had to- admlt that Hope Creek I was never. brought up‘ﬁ‘
”durlng that long, aggre551ve, hard battle as an advocate for the ratepayers h., ‘
'*fof thls State he had to agree that lt was not brought up. He had to admltf:~a:7
~that the amortlzatlon schedule 1ncluded the completlon of Hope Creek I ?—

o transcrlpt ‘not credlblllty

‘ February 23, on a motlon to try to get this thlng stralghtened out

Mr. Nardelli agaln == transcrlpt by Comm;ssloner Curran, "To what - do_you:
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'-attrlbute the Shlft of p051tlon now - to 1ook at Hope Creek I°“¢ Answer,
Ib"Commlssloner Rodrlguez. 'Thls is before I was aware of the: stlpulatlon that
f‘had been entered into where we ylelded the argument '
B Next questlon,‘ thls aggress1ve battle - Senator you asked the ’
:[ questlon yourself —— expert testlmony in thls aggress1ve flght where was 1t°“
‘It :wasn't there._ That s why. the memorandum from Mr. Potter on May 25 ’ o
*,questlonlng the preparatlon of that case‘—— and. doesn t that memorandum also
~suggest that we have a seminar on dlscovery technlques because of the way ‘7'
'fweb ‘viewed the traglc error in not properly preparing that case.~ It's qulte
peasy now to suggest ‘that lt was Roger. Camacho who was the lead counsel at the -
time. All morning I heard that the aggre351ve advocate on Hope Creek I through,'
':the entlre process was Mr,vNardelll. ‘ . ' ' ‘ ‘
Yes, I met w1th them. I met w1th Rate Counsel I wanted to know ‘
foneﬂquestion. Now, in llght of all thlS credlblllty that is belng shattered
can we stop ‘Hope CreekHI knowing thatvevery day that passes more moneyyls,
_‘beingﬁpoured‘into that project?:'Yes,‘we;supported‘S*975,nthe Dalton“bili,‘;%t
for ‘the- Certificate of Need - We.also requested the legislatorsvto'give usd
"a moratorlum, so that the argument that the longer it goes you won't be able :
;-to stop it -= R _ o o L ; N
Now we' re talklng about Aprll - March Aprll -=-I'm only there twof

‘dﬂweeks ‘and admlttedly I'm the least knowledgable person,’ yet I m asklng the‘

Jquestlon, 'can we stop it?" - The answer uhanimously was, no ‘we cannot, malnly_:‘
;because of some of the record in time that had passed. ' Did we consult w1th

Mr. Narde111° I have a memorandum of August 20 from Mr. Nardelll and Roger

o CamaCho to me, as Comm1551oner. Let me just quote one part of it to you,

questlonlng about ‘the Hope Creek I 31tuatlon and the response ls,,“The Board_'
?w111 not dlrect the abandonment of more than a half completed generatlng unlt:
r,of ‘PSE&G when it percelves that Jersey Central Power and nght is 1n desperate
stralts w1th regard»to generatlng capacity. We s1mply,cannot wrn “this dls—'~
.Cretlonary issue at the. Board." Now,vthat's’in August; ”So it*confirms that "
”at no tlme was I told that we could be successful w1th respect to Hope Creek.i;
‘ oo : More to- the p01nt there was a campalgn fuellng about that time,
“:;and just last week gorng through the records we found that Mr. Narde111 pre—?dd
wﬁ;pared a speech for Congressman Florlo with respect to Hope Creek. And I ‘
”would assume that puttlng your best foot forward you would say those thlngs -

',“whlch are most Crltlcdl fo the publlc 1n a tlme of serious need Here S the ,‘d"
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f’»speech., Not one word addressed to Hope Creek I, srmply Hope Creek II“'”F

”7W1th that Jn mind and rea1121ng that what was at stake here now was theif.;”

:'publlc 1nterest ——pthe publlc 1nterest in seelng a plant steamlng toward
completlon, taklng the funds that 1t was taklng, reallzlng number one, that
a moratorlum was not acceptable and was not belng presented by the Leglslature,;f:ﬂ
» being convrnced that the- Board “from Mr.’ Nardelll s own words, would not stop |
1'fﬂthe progect there was only one alternatlve, if in fact you ‘wanted to ‘be a
courageous leader~—- I hear thls morning - maybe somewhat dumb and fOOllSh ——v:»':
':fﬁbut thlnklng ‘in lrght of,the c1rcumstances, try to be a llttle dlfferent “ ‘
'""try to show : that the new Admlnlstratlon is 901ng to demand - greater account— [5

ablllty from the utllltles, and we started to negotlate the. Contalnment‘ :

”vagreement ‘ -
Yes, we talked. And who was 1nvolvcd in the last several days of ‘
'the Contalnment Agreement and ‘the transactlons that went 1nto it? . V_Roger,'f"
"¢Camacho, who certarnly rs»knowledgable‘about utllrtres;( Bill Potter,ywhof:_fl-'
H‘fwoertainly haS»a'reputation of confronting utilities;"They were assistinghandd:
‘adVlSlng me in: llght of facts that I knew were real —-- that at no’ tlme would
';;they stop this plan the way it was going downstream, SO we had to contaln rt, .

_,What were we concerned about‘in the Containment Agreement°‘ Look for“that‘

‘eflgure of completlon, range of completlon that was ylelded in December and‘u
'try to reach that as-a range of termlnatron, and then say to the utllltles
'“ffor the first tlme, "Exceed that and your - shareholders will pay a penalty.,l
' ~Isn' t that an 1nterest1ng concept°» How hlgh do. you thlnk they are‘g01ng toi:
- allow those completlon costs to go 1f the utlllty shareholders are- g01ng toh'

oo have to'pay-some 30% in penalties? It s easy to say, rt K only 30%, but we

;‘could be talking about mi1lions of dollars. What does that do for the flrst:‘
vi;tlme that brlngs to the table a conversatlon that was not handled before »
ffthat*t1me° It S saylng to the utllltles,zlnto the" future, and Commrssroner

‘!Coleman was also partlcrpaflng in thls‘—— ‘that ‘henceforth. when you go to bulld

in New Jersey, you will tell us your target flgures and you w1ll pay a penalty.j#: o
L AE S you exceed 1t.,,>> 'v i ‘ SR R
- What would have been the case w1thout the stlpulatlon, w1thout the»?

W‘Tmp]e ,Contalnment Agreement the way the plant was steamlng downh1117' Nothlng.

© What would have been extraordlnary circumstances? ~No.def1n1tlon. What WOuld‘”
~have been reasonable cost° ‘No deflnltlon.a What would have been a ‘cap for- '
penaltles7 ‘No deflnltlon. - That's the atmosphere we ‘were working 1n,‘there—hf”'y7

f'fore we do now approach 1t and say,; yas,kregulatory reform, '~You~re«901ng‘
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’3f'to tell us ahead of tlme, or you re. golng to pay a Penalty.,'That‘s{what*f
:the rateholders deserve. You re g01ng to pay the penalty 1f you exceed 1t,ff"

7_hyes, an 1ncent1ve 1f you come below it But we know that reallsm 1s to capff i

chem at a- flgure.: That was contalned 1n here. Corporate accountablllty —-=b
“jls it one of the problems that concern the ratepayers7 The fact that every—f e?ﬁl'f
"h«thlng g01ng 1nto rate base,the shareholder is ‘never put in the p051tlon of " o
‘r\questlonlng management because they get a. rate of return from what goes lntoy}:ih;f5“
‘f’rate base.,'y~"”‘ 2 ‘ | , i

S Where ‘do” you start puttlng 1nto the factor accountablllty to the

7ffshareholders, shareholder to management, unless you have the penalty prov1—"
if'510n, Wthh 1s what we dld Extraordlnary c1rcumstances == we gave away theikﬂf»dé?
ﬁ.store, was the testlmony on extraordlnary c1rcumstances.u What would they

ffhave been 1f we contlnued to battle a los1ng war°; What are they now'> And

hear what we dld not August 10 when we agreed in concept.- It was 1nherent i"

‘11>;w1th1n that concept that the. flnal answer had to be 1n that jOlnt statement,“

ans to what we all understood would be the battleground of thls agreement.._fﬂfv,‘;ff
'*:And we made changes in that rlght up to the mornlng that 1t was presented on
'vbﬁtheptember 28 Roger Camacho from Rate Counsel - we even had one of. our"'

'ffconsultants 1n, and. met w1th Publlc Serv1ce. Why? Because 1t was 1mportantiif*r

futhat the 1ssue of credlblllty and gOLng back on stlpulatlons would never be
‘*iipfralsed as: long as I was Advocate, but at least they would Know that they

wfwould be in-a flght when we sald there would be a flght.v

>> l What are extraordlnary c1rcumstances under the law when you have a

. contract’ Doesn t the court many t1mes rev1se prov1510ns because they were -

';;extraordlnary and not w1th1n the 1ntent10ns of the part1es°‘ So what we say

fllln thlS agreement 1s, nothlng that is already 1n exlstence at the tlme of
'htr7thls 51gn1ng could- you ever ralse.‘ Flne.v Look 1nto the future. If at ‘

{f'any time. you feel somethlng has happened that 1s an extraordlnary c1rcum—ar1"k
”aijstancc, you’ tell us lmmedJately so that we can marshal our forces and ook

'at 1t and flght you on your deflnlt10n1—~ more than ex1sts under the general }

,law -—-flght you under the determlnatlon of what you want ' to put 1n to changef‘}»

'f;ithat cap.» Even reasonable costs, we want to flght you to determlne what can lwh o

iv;alter that cap.i So there is an avenue of dlspute. f L e v
’ What dld I do on August 10, thls day when because of some press‘_ffhfiﬁ*
7ﬁfre1ease that we werc under some hammer from the Governor s Offlce° No,f:f;

“”hdelayed the press release that day._ I delayed it because I wanted to go to

;H,Newark. T wanted to speak face—to-face Wlth Robert Smlth Chalrman of the .'C}Qf\
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"}ﬁafe YQu-going to put'in?'[How can you define everythlng, because 1f you put

'r'Board of Publlc Servrce, to tell hlm that I dldn t want any dlspute as to

what lt was that we were. d01ng ln preserv1ng to ourselves the rlght to flght
“‘under thls Contalnment Agreement to be sure that that. cap wasn t altered
just at ‘the whlm or mlstake of a utlllty, because the ratepayers shouldn' t ’:~
* - pay for blunders. And 1f they are blunders that would not alter the cap.yﬁn
3wezreserve those_flghts."why didn't ‘you put it lnto the agreement9 What

a list and then you leave something out, ‘they can say thlS is the llst and
",thié isn't in it. Therefore, allow the frght when theY.Qall for.rt,_and &~,?i”:m
then if they don't raise it in a timely fashion, they waive it -- they eat =
;it. ‘That's what happenstprheir shareholders participate in that. miscallrg.' ‘
bBut you re g01ng to tell us now, and we' re gorng to explore 1t and flght 1t.,1a
You see, these are the thlngs. What if T hear about bond1ng° We*i‘s5‘

: also have in that agreement that they can t use this agreement to- -say they fr{~7

o w111 rlsk your company to lncrease their ratcs, because we' can then rate ——_

:,j they canft ralse that argument, "We are a rlskler company." Because that

:“was the loophole in the New York case -~ "Catch 22" contalned them, but

» then they went for a higher rate of return because they are rlskler.',lt‘-

:h?t:can t happen here. We closed that looph01e--d

So-I can't see, unless you sit there as God to define everythlng: ;‘

i that is going to happen in the future, how you- can ‘have - a more dramatlc

ﬂprov151on of constant litigation any time they want - to Shlft or ‘have some—"‘
“.thlng come 1n to alter that cap. I° don t think reason tells ‘you what that’f_ o
can be,- because if they are extraordlnary, thereé has to be a battle.‘

These. are the types of thlngs that we were con51der1ng and, on

Mitlybalance, next to what we had this was ln the publlc lnterest That's why

Vfﬂlsuggest that we can do that analysls and that work w1th the record we. huvef'

“I tthk it would be, not agalnst my credlblllty, but 1n some poor taste t‘”{f”“'**

h‘; before us. and then say that out51de someplace there is. a better answer.’ o

“,fhthe Leglslature,lf it w1shes,from asklng for a moratorlum There 1s nothlng

'“‘fthat are outsrde thls agreement. I wanted them to hear that from me, because

'thnc1dentally, there is nothlng in thlS Contalnment Agreement that can stop'qd‘ixba

'»‘1n thls Contalnment Agreement that says we w111 never: flght them on 1ssues ﬁ'

Pﬁthey sald,.“What 1f we agree to thlS, ‘look how . you shlfted 1n the past Apparently;&r

'your wrltten word doesn t mean very much " And.I Sald “You're hearlng it from

f*_;me,“ and I had ‘th t:personal meetlng w;th them.” So that ‘s what happened on-

§8j:




;August 10

I“held up:the'press release because we dld want an'unlted front

»Not only that but we have a; rlght to look at anythlng that mlght go wrofg

w1th that plant up to the,vlrstdrefuellng cycle ——_and because there are'

=ot of thlngs you mlghtythlnkvwere 1mproper, for 1nstance, whav;abo;

‘ urrlcane == would that be an extraordlnary result’. Well a hurrlc'

eel that the capsule hxs to be guaranteed aqalnst that type of thlng,-

hat stnot 901ng to ‘be’ extraordlnary elther.i

So, you re puttlng on the Board for the flrst tlme'parameters of

_act1v1ty that I hope 1s a SLgnal to the future. What 1f Publlc Serv1ce

ftwo weeks, one month dec1des to cancel Hope Creek I’ Does 1t sugges : h

we acted 1mproperly° And I suggest to you that 1t does not. Maybe then

bthey wbll be requlred to put on that factor what these penaltles may be

'down he'llne thal.the shareholders w1ll have to plck up andrserlously'

}Maybe that s 1n there. And I ve heard;that

~1n December of 1981° How many dollars w11l




c Defenderfathls,only

There lS a comblnatlo

_of people ln the Publlc Advocate s Offlce because 1t had been unlfled under

fh';one person for many years.; When I came ‘n ‘as: Publlc Advocate,‘I had the

rflve d1v151ons, but not the Publlc Defender, o Just recently was conflrmw

‘lfby the Senate, the date I m‘sure lS ea31ly ob alnable.t~

Eff1c1ency in the operatlon of the egency so that the taxpayer’gets

PR hls money = worth - does lt mean tha'vlt_'”: worklng efflclently before7”

T don ‘t know, but T 11 look at it. ‘One of’the' hlngs that lo brought,to my'

vif'atttntlon is: the rcport that 1s belng prcpare o' the Offlce of the Publlc

'FiAdv'cate, and it has tak N

‘some_year,tovproduce,_and 1t was produced

_:lnternally bY many membe ;9?“0&? agéhélaband rev1ews the Offlce of Rate
;f“Counsel. ‘ - o
, Flndlngs, and they are brlef 3;;;3.‘.,

SENATOR STOCKMAN: : Excuse me,{”'“

lﬂI gather you are referrlng to some s

)

‘:ffany objectlon to- glv1ng, or maklng avallable to the Commlttee, coples of th'

MR, RODRIGUEZ-' None ‘at a11.‘.w~f

‘Findings; Prev1ous attempts to. establlsh and enforce an: adequate

ipaper flow system 1n Rate Counsel have not. produced suff1c1ent results"ﬂSee_

ffExhlblt 2. Spec1flcally, the lack of even a mlnlmal structured system creates

;fa loss of flles, 1nacce551b llty of 1nformat10n, 1nadequate reportlng to

i“-‘Trenton, and a generally poor offlce structure., See Exhlblt 3 Wlth respect

'?to product1v1ty, these shortfalls are translated 1nto a dupllcatlon of work

e ;;I have been for- several months meetlng w1th _rv1s1on heads and stralghtenlng

':fout what thelr budget requlrements wfre and the people who were worklng for

:*;them. And each tlme I found a shlfted llne, I stralghtened 1t out. The day

- ;that I ‘was” going to meet w1th Rate Counsel to’ do the same thlng was: September 28»

'uthe day of that hearlng before the BPU,‘where I knew I was g01ng to be 1n Trenton”ff’




where‘I had been for a coupie of days, and that we would meet that afternoon,
and the memorandums were there as to the personnel issues that were going to.
be raised to stralghten that. thlng out

On September 22, or around Labor Day, we called Roger Camacho and
asked him. if he would be interested, becauSe I saw a person that had the
knowledge of Rate Counsel, had administrative abllltles and, incidentaliy, I
heard today was the lead counse] on Public Serv1ce because when the tough
‘questions are asked, it.is Roger Camacho. When the tough questlons are asked
maybe'it is Ray Makul. Yet I. understood from this mornlng s testlmony that
it was a fight of séven years ‘and, until he got out of step, or he got into
some trouble because I wanted this pat on the head, Roger Camacho said that
he wouldvtake oVer the director's_position. We left open who would be the
assistant director on September 22, because belleve me the issues that were
raised by memorandum to the Cost Contalnment Agreement were belng addressed
by Roger Camacho and incorporated into the joint statement. We answered the
questions that were ralsed. ‘ ‘ ‘

On September 22 I called Mr. Nardelli to Trenton, and about ten
o'clock in the morning I told him that I was relieving him as Director of
Rate Counsel effective October 1, and that I would be naming Roger Camacho.
I told him he could stay as ‘a: lawyer and do’those things which he did best
if he wanted tovrepresent- his clients, 'but i was making that change.

Over the next days, I received contacts from Mr. Nardelli stating
»that he mlght want -to look elsewhere and it would be .easier for him to apply
for a job as director, than not‘belng a director. -I told him that Irwould"
give hrm a letter of recommendation. I told him that as far as his abilityv
as aflawyer was concerned, I certainly wasn't suggesting he wasn't a lawyer,
but that I simply wanted to make an administrative change, which incidentally
- is my prerogative as Public Advocate.

I understand there was a conversation with Roger Camacho, where he
pledged he WOuld support him and work. I was‘asked again, I guess- it was on
'the Friday_before the Wednesday of the 28th, whether I mould change my mind,
and I said I Would let him know. The morning of September 28, when we are
>901ng 1nto the hearing, I am walklng into the hearlng room and Mr Nardelll
takes me a51de and asks will I change my mind. I said, "No, the decision has
valready heen'made, but actually there doesn't have to be any public ---" '

The reaction of the press was, "What are you going to do?" "I want to speak
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to Mr. Nardelli to see what he thinks his sfatus is now that this has
occurred." , | ’
Well, I did meet with Mr. Nardelli that aftérnoon, and Mr. Nardelli
made several comments, ore of which was, "Well, what about my memorandum of
September 24, 1982?" . I didn't know what that was. = You see, the 24th I was
in Trenton; there was a weekend, then'I was in Trenton Monday and Tueéday
for the hearing about the illegality. I said, "Listen,.if there's anything"
illegal around here, they're going to get fired." And his comment to me was,
"Then you're going to have to fire youréelf."
What's he talking abouf. So I called for Bill Potter and I said,
"Hey, Bill, what did we do that was illegal?" You sce, to me that's a pretty
heavy word. The memorandum was then produced to me in Newark and its caption,:
"Illegal Use of Rate Counsel Funds" -- it charges illegal, immoral -- hiding
persons on Rate Counsel paYroll. Then the comment came to me that he is not
without some support in the press and "the next move is ﬁp to you, Commissioner."
I never intend to play poker with my ethics. ' I fired him because
I was satisfied that what was occurring on Rate Couﬁsél line was‘simély a
contamination of lines and at no time was there a dollar charged against a
utility improperly. And I have that analysis, an analysis that I have been
making for several months. That's what happened. And when I hear today's
scenario, it doesn't talk about the December stipulation. It doesn"t talk
about his memorandum to me that Hope Creek I could not be stopped. It
doesn't talk about the amortization rate suggesting to Public Service more
money than they even requested. That's a filed document. It doesn't take
my credibility to prove it. And then I read the memorandum of what is
'qccurring at Rate Counsel with respect to efficiency, and I wanted to make a
o . ‘ move. But I qould‘never live with myself if I would ever suggest to anyone
- that I would try to conduct this job independently on behalf of the public
interest with someone whé thinks he can raise-é shoe over my head 6n;some—

e thing that I had nothing to do with.

I was willing to withstand that assault in the press, recognizing
that the first blast of illegality makes it very difficulf for somebody to
survive and live through it, if someone doesn't. read the follow‘-—up_story°
But, I was willing to take that risk, and I did becausé it was an unféir
comment. It was an unjust commeht,'aﬁd one that anyone who dares make it
in my.presence will have no place in the Office of the Public Advocate.

So I took the position that I did.
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I want to thank you for hearing me out.

'SENATOR STOCKMAN: 'Thank you. That will complete the session for
today. In01dentally, I can't resist saying that I'm not here to suggest that
the Legislature has played the most noble and courageous of roles in thlS
whole issue of Hope Creek I. But,{I look forward to seelng you on October 26,
Joe, and I proﬁise to have some questions for you at that time. Thank you.

MR. RODRIGUEZ: Thank you.

(HEARING CONCLUDED)
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