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a certificate of convenience and necessity for a high voltage transmission line if it
finds and determines that the proposed line "is needed and that the corridor or
route the line is to follow will reasonably minimize adverse impact on the scenic
assets, historic districts and environment of the area concerned. . . " Va. Code
§ 56-46.1 (emphasis added). In other words, the Commission must determine
both that the line is needed and that the route will minimize environmental
impacts. If the Commission cannot determine that the route will minimize

environmental impacts it must deny the line.

In assessing need, placement, and method of installation, "the
Commission shall verify the applicant's load flow modeling, contingency

analyses, and reliability needs presented." Va. Code § 56-46.1B.

Subsection D of § 56-46.1 explains that "environment' or 'environmental’
shall be deemed to include in meaning 'historic,' as well as a consideration of the
probable effects of the line on the health and safety of the persons in the area
concerned." When, as is the case here, an interested party requests a hearing
prior to approval of the certificate of public convenience and necessity,
Subsection C imposes an additional evidentiary burden on a public utility seeking
to construct a transmission line. The statute states that in the event of such a
hearing, "the public service company shall provide [the Commission with]
adequate evidence that existing rights-of-way cannot adequately serve the needs

of the company."
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V.
COMMENTS ON EXCEPTION TO THE FINAL REPORT

A. The Proposed Loudoun Line Does Not Sustainably or

Economically Resolve the Simulated Reliability Violations that
Allegedly Make the Line Necessary

The Hearing Examiner recommended that "the focus of the needs analysis
should be on results [of reliability standard testing] for 2011 and 2012" because
"PJM's generation assumptions produce less and less reliable load-flow results
the farther projections are made into the planning horizon." FR at 2; id. at 178. It
is open to question whether a billion-dollar ratepayer investment in a long-lived
transmission line can reasonably be justified on projections that become less and
less reliable only three and four years into the future. But what is not in question
on the record in this case is that the proposed Loudoun line is not a sustainable
and economical solution to the simulated reliability standard violations beginning
in 2011 that allegedly justified the line in the first place. Indeed, the evidence
shows that it ceases to be an effective solution in 2012, after the passage of only
one year, and becomes completely redundant if the PATH line goes into service

as scheduled in 2012.

At all times the Applicants have insisted that their only purpose in
proposing the Loudoun line is to resolve the reliability violations simulated in the
2006 and 2007 RTEPs, beginning in the four summer peak months of 2011. FR
at 157 (quoting Exh. 101 at p. 3 (Herling: "concerns that the proposed

transmission line will cause adverse economic impacts are unwarranted because
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the project is driven by reliability, not economics)); Exh. 110 at p. 10 (Gass:
"unequivocally" reliability violations and not economics); Exh. 119 at pp. 7-8
(Hozempa: same). Judged against that singular purpose, the evidence (much of
it uncontested but ignored by the Hearing Examiner) shows that the proposed
billion-dollar Loudoun line is not needed since it fails to provide a secure or
sustainable resolution to the most serious of the simulated reliability violations —
the thermal overloads of the Mt. Storm-Doubs and Pruntytown-Mt. Storm

transmission lines.

The Applicants, PJM, KEMA and Bates White each have agreed that,
while the Loudoun line may "adequate[ly]" resolve the simulated violation in
2011, Exh. 92 at 129, Tr. at 3705 (Yang), those violations nonetheless re-
emerge the very next year in 2012 when the PATH line is scheduled to begin
service. Exh. 92 at {[170; Tr. at 4554 (Herling). See also supra Part I[.LK. In
other words, the Loudoun line would be a billion-dollar cure for an unlikely
simulated disease in one summer peak season at an annual increased cost to
PJM ratepayers of $368 million — $168.8 in increased payments to generators
and $200 million for the annual cost of service for the Loudoun line itself. Exh.
73 at p. 9 (Fig. 3). See also id. at p. 21 (Loudoun line is "merely a temporary

one-year solution").%'

31 Both the Applicants' and Respondents' independent engineering experts agreed that
relatively inexpensive flow control devices installed at Mt. Storm could avert completely
the simulated thermal overload on the Mt. Storm-Doubs transmission line at least in
2011, and would continue to contribute permanently to transfer capability long after the
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When directed by the Hearing Examiner to run analyses on updated
projections for 2012, PJM studied (apparently for the first time) a case where the
765 kV PATH transmission line is in service without the Loudoun line. Using its
load deliverability test, (which is more stringent than Dominion's multi-
contingency test), PJM confirmed what Bates White had earlier determined: In
2012 the PATH transmission line resolves the simulated reliability violations,
without the Loudoun line. See FR at 186 ("The PJM Mid-Atlantic load
deliverability test updated through February 2008, showed that the [sic] if the
Amos-Kemptown [PATH] line is in service by 2012, it would better resolve NERC
violations than the 502 Junction-Loudoun line" (emphasis added)); Exh. 139 at p.
7. In its supplemental report, using updated generation data, Commission staff
consultant Bates White again found that in 2012 there is no violation of the
Dominion planning criteria with the PATH transmission line but not the Loudoun

line. FR at 183-84; Exh. 94 at p. 16.

The scenarios that the Applicants and Respondents submitted at the
reopened July 19 hearing following the May 5 RPM auction further confirmed that
the Loudoun line ceases to be needed for reliability purposes once the 765 kV
PATH transmission line goes into service in 2012. The 2012 scenario results

that the Hearing Examiner found to be the most useful because they included all

in-service date of the Amos-Kemptown [PATH] line. Exh. 32 at KEMA Rep., pp. 56-58;
Exh. 188 at p. 11; Exh. 73 at p. 63. And as to the simulated voltage violations at
Meadow Brook, those same experts agreed that a relatively inexpensive static VAR
compensator or similar device at Meadow Brook would resolve those violations in 2011
and beyond. Exh. 32 at KEMA Rep., pp. 56-57; Tr. at 1985 (Gass); id. at 4208
(Hozempa); Exh. 73 at pp. 22-23, 25, 59; Exh. 68 at p. 20.
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bid generation (cleared and not cleared) — scenarios 6A and 7 — "demonstrate
that the Amos-Kemptown [PATH] line could satisfy transmission reliability
requirements beginning in 2012, if constructed as scheduled." FR at 192. See
Exh. 212 at 2, 5 (scenario 6A); Exh. 209 at 3, 18-19 (scenario 7).

B. The Hearing Examiner's Recommendation of the Loudoun

Line Cannot Be Reconciled with Sensible Economics and
Integrated Resource Planning

The Hearing Examiner's dismissal of evidence showing that the proposed
Loudoun line is a high-cost and uneconomical (in addition to ineffectual) solution
to simulated violations of reliability standards is grounded in his conclusion that
economic optimization is both irrelevant and somehow impermissible in the
current market structure. This ruling reflects a profound misunderstanding of the
applicable law and the current market structure, rendering the Hearing
Examiner's analysis and recommendation wrong as a matter of law and sound

energy policy.

The Hearing Examiner dismissed outright all evidence concerning whether
the proposed Loudoun line is an economical response to simulated violations of
NERC reliability standards. "In this case," he ruled, "the question of need will be
answered in terms of reliability based on projected power flows, loads, and
available generation, not in terms of economics." FR at 197 (emphasis added).
With economic considerations thus jettisoned from the analysis of the proposed

Loudoun line, the Hearing Examiner goes on to disavow traditional utility
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processes for optimizing ratepayer investments in the components of the electric
power system: "The current market structure," he ruled, "does not permit
integrated resource planning as proposed by Mr. Brown [the expert withess of

the Board of Supervisors of Prince William County]." Id.

Contrary to that ruling, Va. Code § 56-46.1A plainly contemplates that in
deciding whether to authorize a proposed transmission line the Commission
"shall consider the effect of the proposed facility on economic development."
Appalachian Power Co., Case No. PUE 970766, 2001 Va. PUC Lexis 1297 (Va.
PUC 2001). Moreover, the law and market structure in existence in the
Commonwealth today not only contemplates that the Commission will consider
the optimal combinations of generation, demand management and transmission
investments, but mandates integrated planning of those resources. In other
words, current law requires exactly the analysis that the Hearing Examiner

refused to engage in.

Unrebutted evidence shows that only a small fraction (approximately 8
percent) of power flows that PJM simulated to overload the Mt. Storm-Doubs line
in 2011 are delivered to consumers in Northern Virginia. FR at 1 (citing KEMA
Rep. (Exh. 32 at KEMA Rep., p. 61)). Unrebutted evidence further shows that
the principal beneficiaries of the proposed Loudoun line are situated entirely
outside of Northern Virginia in PJM's Mid-Atlantic area to the east.* Yet, as

approved by the FERC, PJM will allocate to Dominion ratepayers 13.22 percent

%2 See supra note 9.
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or $131.67 million of the proposed Loudoun line's billion-dollar price tag.*
Commonwealth ratepayer payments to western generators will also increase as
a result of the Loudoun line, as PJM's TEAC reported in its 2007 production cost
simulation.*® It is hardly conducive to the economic development of the
Commonwealth to require its ratepayers to pay for a transmission line that

benefits only PJM's Mid-Atlantic region to the east of Virginia.

Moreover, dropping the Loudoun line from the 2012 PJM system that
includes the PATH transmission line saves $1 billion and only reduces by 765
MW the first-contingency incremental transfer capability that would be available
from both lines. Exh. 73 at p. 66. That $1 billion in savings will buy much more
than 755 MW of power plants — plants that would have to be built anyway since
the Loudoun line would not generate power, but rather only move it around.
Conversely, adding the Loudoun line to a system already including the 765 kV
PATH transmission line would add only 755 MW of incremental transfer
capability at a price of $1 billion — a completely uneconomical investment. Id.
Solving the alleged theoretical reliability violations in 2011 with this billion-dollar
line means the incremental cost of these few electrons is astronomical — a price

that PJM and the Applicants may find acceptable® but no consumer would ever

3 |1d. These amounts reflect recovery of Dominion's and TrAILCo's investment, but not
the enhanced returns on invested equity that FERC has awarded both of the Applicants.
Supra Part II.E.

% See supra note 16, and accompanying text.

% Indeed at hearing Applicant Witness Herling affirmed that regardless of whether
redispatch would alleviate any alleged reliability problems, PJM would still absolutely
spend a billion dollars on the Loudoun line. Tr. at 5188-89 (Herling).
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choose to accept. Whether judged by reliability or economic metrics, the
Applicants have failed their burden to show that the Loudoun line is in the public

convenience and necessity.

The Hearing Examiner rejected out of hand the evidence of Prince William
County Witness Brown. FR at 197. That evidence — completely unrebutted on
the record below — proved that locating generation in proximity to the Mid-
Atlantic markets that cause PJM's power flow simulations to overload the Mt.
Storm-Doubs line is a more economical solution than is building the Loudoun line
to connect those markets to remote coal or natural gas-fired generation.*® Exh.
71 at 5, 9-13. See also supra Part I1.J.2. According to the Hearing Examiner,
Mr. Brown's analysis is impermissible in the current market structure. FR at 197.
Whatever market structure the Hearing Examiner had in mind when he reached
this conclusion, it plainly was not the market structure that exists in the
Commonwealth today. As a result of the 2007 re-regulation law, the Commission
is charged with reviewing the proposed utility investments in both transmission

and generation to determine whether those investments are in the public

% Further evidence ignored in the Hearing Examiner's analysis showed that the
generation located close to load is more secure and less vulnerable to sabotage and
terrorism. In a study that Dominion Witness Col. Badolato co-authored with Dominion
Witness Palermo and others for training in infrastructure security, Col. Badolato and his
co-authors opined "that a system that emphasizes numerous, small generators close to
loads is overall less vulnerable to sabotage." Tr. at 2781-83 (Badolato). Piedmont
Witness Dr. Sovacool agreed that distributed networks of small generators are more
resilient than large central station generation accessed through high-voltage
transmission. Exh. 72 at pp. 14-15.
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convenience and necessity. Va. Code § 56-585.1, et seq.>” And, as a result of
the 2008 IRP Statute, contrary to the Hearing Examiner, Dominion and other
Commonwealth electric utilities are obligated to engage in IRP that achieves a
"diversity of electric generation supply and cost-effective demand reduction
contracts and services so as to reduce the risks associated with an over-reliance
on any particular fuel or type of generation demand and supply resources and be

consistent with the Commonwealth's energy policies ..." Va. Code § 56-598.3.
C. The Commission Should Reject As Unwarranted the
Hearing Examiner's Slavish Fealty to PJM's Modeling

Assumptions, Dominion's Multi-Contingency Test and
PJM's Deliverability Tests

Flowing from the Hearing Examiner's mechanical statement of the
regulatory issues presented, see supra Part |, he concluded that a finding that
Dominion and PJM properly applied NERC reliability standards ends all further
inquiry. Even if the Hearing Examiner properly described the scope of the
Commission's inquiry and authority (which he plainly did not), his
recommendation must still be rejected because it is grounded in his
unquestioning validation of PJM's unreasonable modeling assumptions and
mistaken belief that the Dominion and PJM tests are as mandatory as are the

NERC reliability standards.

% See supra Part II.N.
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1. PJM'S Modeling Assumptions about Generation and
Demand-Side Resource Are Arbitrary and
Unreasonable

The Hearing Examiner's recommendation is admittedly based on PJM's
inconsistent and irrational assumptions that combine to simulate violations of
NERC reliability standards under certain extreme contingencies. For this reason

alone his recommendation should be rejected.

At the heart of the Hearing Examiner's recommendation and the
Applicants', PJM's, KEMA's, and Bates White's simulations of load flows and
voltages are PJM's assumptions about future load, including the effects of DSM,
and future generation supply. FR at 176 (generation supply projections "have a
direct bearing on the need for the proposed transmission line"); see also supra
Part 1I.M (KEMA and Bates White reliance on PJM assumptions). The result of
PJM's assumptions is forecasted load, on the one hand, that continues its
historical trajectory from a now-ended period of robust economic growth and

® with virtually no demand-side management;* and

relatively low fuel prices,?
forecasted growth in generation supply, on the other hand, that is constrained by
arbitrary PJM rules that generously account for future generation that could

cause transmission line loadings, but assume away planned generation that

could relieve transmission line loadings. FR at 176 (citing Tr. at 2035-36, 2038-

% The baseline 2006 and 2007 RTEPs forecast too much demand because they are
informed by load growth that has since subsided substantially as shown in the 2008 load
forecast. Exh. 35.

3% Exh. 123 at Table B-7, p. 45; Exh. 73 at p. 43; Exh. 36 at Attachment JMR-2, p. 40; Tr.
at 2647-48, 2650-51 (Reynolds); id. at 2599 (Palermo); id. at 3655-56 (Yang); id. at
3732-33 (Puga).
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39 (Herling); Exh. 101). Not surprisingly, these assumptions increasingly
eliminate historical reserve margins as inflated load forecasts outstrip additions to

generation capacity as shown supra Part II.F (Figure 1).

The Hearing Examiner ruled that it is appropriate for PJM to project load
growth from historical extrapolations that largely ignore increasing DSM — even

though Virginia law requires increased DSM*° and even though federal law*’

40 Commonwealth DSM initiatives that are certain to reduce future growth in load,
particularly peak load: (i) Virginia's 2007 enactment of SB1416/HB3068, which targets a
10 percent reduction in energy use below 2006 consumption by 2022, directed studies of
energy conservation and a report to the governor and General Assembly in December
2007; (ii) the SCC proceeding in Case No. PUE-2007-00049 to examine energy
conservation-related issues, and report to the Governor and the General Assembly in
December 2007; (iii) the emphasis on conservation in Governor Kaine's September 12,
2007 Virginia Energy Plan; (iv) even Dominion's nine energy conservation and demand
response pilot programs (discussed below); and (v) introduction of a number of bills
addressing energy conservation in the 2008 session of the Virginia General Assembly,
Exh. 41 at pp. 3-4; Exh. 117 at pp. 11-12. See generally Exh. 98 (describing the new
DSM activities in the Commonwealth). In addition the IRP Statute requires
Commonwealth electric utilities to include in their integrated resource plans measures to
"[rleduc[e] load growth and peak demand growth through cost-effective demand
reduction programs." Va. Cod § 56-598.

1 Exh. 123 at Table B-7, p. 45; Tr. at 2651, 2656-57 (Reynolds). See also id. at 2600
(Palermo: KEMA did not look at potential demand reductions). These include the
Energy Policy Act of 2005 (EPAct 2005), Pub. L. No. 109-58, 119 Stat. 594 (2005),
which established a number of energy efficiency programs, including grants to states to
establish: State Energy Programs (EPAct 2005 § 123), Energy Efficient Appliance
Rebate Programs (EPAct 2005 § 124), Energy Efficient Public Buildings (EPAct 2005
§ 125), and improved energy efficiency standards for commercial freezers, dehumidifiers
and other equipment (EPAct 2005 §§ 135, 136). See generally Exh. 60 at pp. 66-67.
EPAct 2005 also established the ENERGY STAR Program (EPAct 2005, § 131). The
ENERGY STAR Program is a federal government program that, in partnership with
utilities, delivers energy efficient solutions to customers. Exh. 85 at p. 13. Dominion has
recently announced that it expects to become involved in the ENERGY STAR Program.
Id. Dominion's program to increase use of compact fluorescent light bulbs, launched in
October 2007, responds in part to ENERGY STAR. Exh. 117 at p. 7; Tr. at 2729
(Koogler). And the Energy Independence and Security Act of 2007 (EISA 2007), Pub. L.
No. 110-140, 121 Stat. 1492 (2007), expands on the EPAct 2005 initiatives by requiring
all lighting in federal buildings (including the many in Northern Virginia) to use only
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also requires increased DSM — because "the lack of certainty makes it difficult to
incorporate additional levels of DSM into the Applicants' load forecasts . . . ." FR
at 176 (emphasis added). In contrast, the Hearing Examiner ruled that projecting
a continuation of historical generation capacity reserve margins (which following
the most recent RPM auction exceed 18 percent, Exh. 217 at p. 1) is

inappropriate because:

[Applicants'] assumptions regarding future generation are
consistent with federally-mandated functional separation of
transmission and generation, and PJM's general lack of authority to
cause generation to be constructed. PJM's limited authority in
regard to generation amplifies the uncertainty of the
[interconnection] queue process.

FR at 178 (emphasis added).

The Hearing Examiner acknowledged the irrationality of assuming the
continuation of historical load growth to be a certainty while assuming away
virtually all growth in DSM and generation capacity additions as too uncertain to

include in PJM's models. Specifically, he conceded:

There is a basic inconsistency to forecasting load growth to
continue throughout a ten-to-fifteen year forecast horizon, and give
no consideration to new generation beyond the relatively few
existing projects that have negotiated the PJM interconnection
process. This tends to skew the analysis towards new transmission
and cause developers of new generation to alter or delay plans for
generation that, from an integrated resource standpoint (i.e.,
examining all options to design the most cost effective system),
may be a more efficient use of capital.

ENERGY STAR appliances (EISA 2007 § 525) and by updating appliance standards
(EISA 2007 §§ 311-313, 321). See generally Exh. 60 at pp. 66-67.
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FR at 178 (emphasis added). He might have added that this inconsistency is a
waste of ratepayer money to enrich owners of western generation, including the
Applicants and their generation affiliates. This inconsistency continues even
after PJM replaced its unlawful CCM capacity market with RPM, as the Hearing
Examiner further acknowledged: "[Tlhe RPM process appears to have
succeeded in attracting additional generation resources, but the fundamental
questions remain. RPM does not provide an answer to the mismatch of load
growth [projections] and transmission planning on a five- and fifteen-year basis
with additional generation based on a three-year horizon." 1Id. at 182. But this
does not prevent the Hearing Examiner from recommending that the Commission
approve the Applications for the Loudoun line based on PJM's skewed analyses
and assumed mismatches of load growth and generation addition. Consistent
with Virginia law, reasoned decision making and sound energy policy, the
Commission should decline this recommendation to waste ratepayers' money
and inefficiently invest utility capital.

The Commission should likewise reject the Hearing Examiner's suggestion
that skewed analyses and inconsistent assumptions are somehow compelled or
made acceptable by "federally-mandated functional separation of transmission
and generation, and PJM's general lack of authority to cause generation to be
constructed." 1d. at 221 (Finding 3). See Id. at 178. On this point the Applicants
egregiously misled the Hearing Examiner. See FR at 195-96 (quoting Dominion

Post-Hearing Br. at 59 (integrated transmission and generation planning today "is
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prohibited"); TrAILCo Post-Hearing Br. at 49-50 ("planning process . . . does not
identify or in any way select, nor does PJM have any authority to select, the most
effective generation and demand response solutions" to simulated reliability
standard violations). Dominion's assertion of an IRP prohibition, not surprisingly,
is not supported by reference to any law or regulation. There is no such law,
regulation or prohibition. Moreover, even if PJM were incapable of influencing
the selection between combinations of transmission, generation and demand
resources, that does not mean that the Applicants or this Commission are barred

from engaging in efficient and integrated planning of electric utility facilities.

Contrary to PJM's and Applicants' representations to the Hearing
Examiner, RPM itself shows that PJM, with FERC approval, can and does
influence investment in and provision of generation and demand resource;
through the FERC-approved RPM process, PJM is required to induce investment
in generation and demand resources that complement the transmission system.
See PJM Interconnection, LLC, Proposal for New Reliability Pricing Model at p.
3, Docket Nos. ER05-1410 and EL05-148. As Applicants' Witness Herling
explained, PJM designed RPM to give equal treatment to generation,
transmission and demand resource solutions for locational reliability needs. Tr.
at 2050 (Herling: "RPM capacity structure was designed specifically to provide
better market signals to generators to build in areas that would otherwise be
constrained with respect to the ability to deliver energy"). Similarly, the

Commonwealth's IRP law not only permits, but requires the Applicants and other
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Virginia electric utilities to integrate transmission, generation and demand

resource planning. Va. Code § 56-597, et seq.*

Moreover, the unseemly record of Applicant Dominion's conduct in this
case evidences its unfettered control over transmission and generation planning
when it acquired on the eve of hearing the CPV Warren generation project and
"for business reasons" postponed to after 2011 the planned in-service date of
both Warren and Possum Point 7 so that neither plant could lessen the alleged
need for the Loudoun line to reduce thermal loadings on the Mt. Storm-Doubs

transmission line in 2011.43

2 That Commonwealth electric utilities have until September 1, 2009, to file their initial
IRP plans with the Commission, Va. Code § 56-599B, does not change the fact that IRP
is today part of the Commonwealth’s energy policy and that it would be an abuse of
discretion for the Commission not to reflect that energy policy in its decision in this case.
*3 The Hearing Examiner dismisses this evidence of Dominion’s control over both
generation and transmission planning by conjecturing “if Dominion [Dominion] is taken at
its word and transmission and generation planning are separated completely, then
Dominion’s actions to delay the Warren and Possum Point 7 generation projects stand
for examples of the impact PJM’s transmission decisions may have on planned new
generation." FR at 178. This willingness to take the Applicant at its word,
notwithstanding the evidence to the contrary, turns the statutory burden of proof on its
head. It was Dominion, not PJM, that decided to buy and derail Warren; it was Dominion
not PJM that derailed Possum Point 7. And it was Dominion and the other PJM
transmission owners that voted to model the Loudoun line in-service in the May 5 RPM
auction, knowing that doing so would depress prices in PJM’s Mid-Atlantic region and
cause both existing and new bid generation not to clear — contrary to the
recommendation of PJM staff and the subsequent review by PJM's consultant, the
Brattle Group. See The Brattle Group's report on PJM's website at
http://www.pjm.com/documents/ferc/documents/2008/20080630-er05-1410-000.pdf  at
pp. 107-108 (recommending recognition of "major new transmission projects only when
there is a reasonable expectation that the project can be online as anticipated (e.qg., after
key permits have been received)"). Tr. at 5275 (Merrill). See also id. at 5127, 5206
(Herling).
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Squarely contrary to the Applicants' representations and the Hearing
Examiner's conclusions, there is no federal mandate against IRP or any other
form of efficient planning or optimization of transmission, generation and demand
resources. Federal standards of conduct that FERC prescribes simply prohibit a
transmission-owning investor-owned utility from sharing non-public information
about the transmission grid with an owner or operator of generation.44 That
limited proscription finds no application here since all of the RTEP simulations of
power flows allegedly demonstrating the need for the Loudoun line are public
information, accessible on PJM's website. PJM 2006 and 2007 RTEPs, available
at http://www.pjm.com/planning/reg-trans-exp-plan.html.

2. Dominion's Multi-Contingency Test Unreasonably

Triggers Violations that Could and Should Be
Eliminated at Negligible Expense

The Hearing Examiner found a need for additional transmission "primarily
on the strength of the Dominion test" as applied to the post-May 5 RPM auction
scenario 3D. FR at 2, 191. As an initial matter, Dominion's multi-contingency

test has never been presented to either this Commission or FERC for adoption or

“ FERC Standards of Conduct rules require Transmission Providers to ensure that
employees of merchant affiliates only have information available to all transmission
customers (i.e., information posted on the Transmission Provider's website). 18 C.F.R.
§ 358.5(a) (2008). Those rules also prohibit Transmission Providers from sharing with
merchant affiliates non-public information about the transmission system (i.e.,
information not posted on the Transmission Provider's website). 1d. at § 358.5(b)(1). If
non-public information is conveyed to the merchant affiliate, then that information must
be posted on the website. Id. at § 358.5(b)(3). The restrictions address only non-public
information. Moreover, the rules provide that the Transmission Provider may share
information if it is necessary to maintain the operations of the transmission system —
i.e., for reliability reasons. Id. at § 358.5(b)(8).
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approval. Nor has it ever been so adopted or approved by either regulator, least
of all prescribed by either regulator as a required means of testing compliance
with NERC reliability standards. To the contrary, Dominion unilaterally created
its multi-contingency test and the rules controlling how it is applied. As explained
here, there are compelling reasons why the Commission should reject a finding

of need based on application of the Dominion test to scenario 3D.

The most current and "useful" contingency scenario for 2011 that
Applicants simulated, according to the Hearing Examiner, was scenario 3D,
which is 2011, without the Loudoun or 765 kV PATH transmission lines, but
comprising generation resources that cleared the May 5 RPM auction plus the
Mirant Potomac River units (that PJM improperly excluded from earlier base case

load flows*®) and existing generation that bid but failed to clear. FR at 191.

Scenario 3D simulated no violations of the PJM deliverability tests in 2011.
FR at 189. Rather, for scenario 3D only the Dominion multi-contingency test
simulated a violation of NERC reliability standards in 2011 in the form of a "worst
case" 6 percent overloading of the Mt. Storm-Doubs transmission line modeled at
only 94 percent of its emergency rated capacity. Id. at 189, 191 n.2133. In their
scenario 3B, the Respondents — using the same modeling data as PJM and
Dominion — demonstrated that Dominion's simulated "worst case" overloading of

Mt. Storm-Doubs is cured when the simulation in scenario 3D is modified to

> Tr. at 5101-12, 5109-11 (Herling: Potomac River erroneously turned off in numerous
PJM base case scenarios and RPM).
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include: (1) the demand response that was bid into and cleared the May 5 RPM
auction; and (2) an increase in the dispatch of 19 generating units in the greater
Washington DC area by a total of 417.6 MW*® and a corresponding decrease of

the dispatch from Dominion's Mt. Storm generating unit in West Virginia.

In the final analysis, the simulated violation in 2011 when the Dominion
test is applied to Applicants' scenario 3D is what persuaded the Hearing
Examiner to find that there is a "need for the proposed transmission line" and to
recommend that the Applications be approved. Id. at 191. The Hearing
Examiner rejected Respondents’ counter-scenario 3B, which completely
eliminated the violations simulated in scenario 3D and the need for the Loudoun
line. He did so because including demand response that cleared the May 5 RPM
auction and for which Commonwealth ratepayers are contractually obligated to
pay as well as limited redispatch of Mt. Storm "are inconsistent with Dominion's
NERC testing criteria." 1d.*” But that is no justification either for rejecting
Respondents' scenarios or recommending the Loudoun line. Dominion's

unilateral testing criteria simply is not and should not be dispositive.

" This is less than 1% of the generating capacity of Dominion, Potomac Electric and
Power Company and Baltimore Gas & Electric Company. Tr. at 5296 (Merrill).

*" The Hearing Examiner’s rejection of Respondents’ scenarios because, inconsistent
with Dominion’s testing criteria, they used limited redispatch to avert a reliability standard
violation, is inexplicable insofar as Dominion surrendered completely its control of
generation dispatch and redispatch to PJM when it joined PJM in 2005. Tr. at 5251-52
(R. Bailey); id. at 5133 (Herling). See also id. at 5137 (Herling).
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3. PJM's Deliverability Tests Unreasonably and
Unrealistically Demand that the Commonwealth
Become the Electricity Freeway between Western
Coal-Fired Generation and PJM's Mid-Atlantic Load
Centers

The Hearing Examiner, as noted, did not base his ultimate
recommendation on results of the PJM deliverability tests. Yet, much of the Final
Report is devoted to applications of those tests in the original Applications and to
various contingency scenarios that the Hearing Examiner ordered the Applicants
to perform during the course of the hearing. See FR at 2, 14-17, 126-28, 169-71,
221 (Finding 1). It is therefore important that the Commission recognizes why
those PJM tests are not valid or desirable metrics for determining compliance
with NERC reliability standards and why they should not control the
Commission's analysis of need in this or other applications to build utility

facilities.

PJM developed its deliverability tests in the context of the pre-2002
eastern Mid-Atlantic region, which was PJM planned and developed since 1927
as an integrated power pool. Within that much smaller integrated system,
planning ensured that the internal transmission system facilitated imports into
constrained areas in the case of the load deliverability test, Tr. at 2255 (Gass),
and that the group of generators would not "bottled" by transmission constraints,
Exh. 101 at p. 13, Tr. at 1969 (Herling), in the case of the generation

deliverability test. In that much smaller context, those applications may have
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made sense.”® But it simply does not make sense as applied here to the far-
flung systems to the west and south that have joined PJM since 2002 does not
make sense. No system as large as PJM uses these tests as the measure of

compliance with NERC reliability standards.

Moreover, there is no basis or precedent for concluding that failing either
deliverability test, as applied to today's much expanded PJM footprint, constitutes
a reliability standard violation. Neither this Commission nor FERC require the
PJM tests. And nowhere have the Applicants or PJM demonstrated that
reliability requires that generation throughout the greatly expanded PJM be
proportionately dispatched and deliverable anywhere in PJM — including the
eastern Mid-Atlantic region. Yet, as Applicants and PJM admit, it is precisely the
inability of the transmission system, particularly the Mt. Storm-Doubs
transmission line, to transmit and deliver large quantities of western coal-fired
power generation into the Mid-Atlantic region that is "the most critical driver for

the need for the Loudoun line." Tr. at 4828 (Herling).

Requiring satisfaction of the load and generation deliverability tests across
PJM's expanded footprint, with proportionate generation dispatch assumed,
cannot be economically achieved and would require a staggering investment in

new west-to-east high-voltage transmission across Northern Virginia and

8 See PJM Manual 14B: PJM Regional Planning Process at Attachment E, available at
http://www.pjm.com/contributions/pjm-manuals/manuals.html.; Exh. 112; Tr. at 1963-64
(Herling).
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Pennsylvania,*® producing "aluminum skies" in these areas. See id. at 3382-83
(Merrill). Neither the Commonwealth nor this Commission agreed to that result
when it authorized Dominion and Allegheny to join PJM. In rejecting the Hearing
Examiner's recommendation, the Commission should make clear that neither the
public convenience nor the public necessity in this and future cases require
satisfaction of PJM's antiquated deliverability tests, particularly with regard to
delivering western PJM coal-fired generation across Virginia to Mid-Atlantic load

centers.
D. The Hearing Examiner's Finding that the Loudoun Line
Better Meets the Need Demonstrate in these Cases Better

than the 765 kV PATH Transmission Line is Contrary to
the Evidence and Irresponsible

The Hearing Examiner's recommendation that the Commission grant the
Applications is based on his finding that the 765 kV PATH transmission "line is a
viable alternative [to the Loudoun line], but the proposed 502 Junction-Loudoun
line is the best alternative to meet the need demonstrated in these proceedings."
FR at 222 (Finding 5). This finding is not tenable and should be rejected. It is
contrary to the evidence and is based on distinctions between the two proposed

transmission lines that are either trivial or false.

49 Piedmont Witness Dr. Merrill in unrebutted testimony explained that this is because
the Mt. Storm-Doubs transmission line is the shortest electrical path between two major
electrical areas in the eastern interconnection. To the west is the Ohio River Valley with
relatively low-cost, coal-fired generation that is tightly integrated into a high-voltage
transmission “doughnut” encircling West Virginia; to the east are the high-density load
centers of the PUM Mid-Atlantic region that are integrated into a second high-voltage
transmission “doughnut” surrounding the Baltimore-Washington metropolitan area. Exh.
80; Tr. at 3389-93 (Merrill). “[N]othing you can do by building new [transmission] lines
will make that short [Mt. Storm-Doubs] line any longer.” Tr. at 3391 (Merrill).
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Applicant TrAILCo's parent Allegheny and AEP in early 2006 proposed to
the PUM TEAC to build the PATH line essentially parallel to the proposed
Loudoun line. In a May 9, 2006 presentation the PJM TEAC found that the
PATH transmission line's relatively greater transfer capability than Loudoun "has
the greatest impact on overloads" in Pennsylvania, West Virginia and Northern

Virginia" (emphasis added).*

In their Applications in these cases, neither the Applicants nor PJM nor
their consultant KEMA addressed the PATH transmission line or offered any
analysis of whether PATH and Loudoun were complementary or were instead
redundant or mutually exclusive. Commission staff's consultant Bates White
performed the first comparative analysis of the two proposed transmission lines.
Even though the PATH transmission line as currently scheduled is not able to
resolve reliability violations simulated in 2011, "when the proposed [PATH line] is
built by 2012," Bates White found, "there is no reliability violation in 2012" even
without the Loudoun line. Exh. 92 at [{] 169, 170. See FR at 154 (citing Exh. 94
at 16-17). During the hearing the Hearing Examiner asked PJM to prepare a
simulation based on the 2007 RTEP baseline for 2012. Exhs. 139, 140. In that
requested simulation PJM reached the same conclusion as Bates White; testing
for load deliverability into PJM's eastern Mid-Atlantic region, with the Loudoun
line but not the PATH transmission line in service, the Mt. Storm-Doubs

transmission line overloads in 2012; conversely, with the PATH line but not the

0 See supra note 18 and accompanying text.
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Loudoun line in service, those overloads are remedied in 2012 and, unlike with
Loudoun, are postponed until the 2016-2022 time frame. Exh. 139 at p. 7; Tr. at
4554 (Herling). Bates White reached the same conclusion using the 2007 RTEP
data. Exh. 94 at § IV.4; FR at 184 ("tests conducted for the 2007 RTEP . . .
indicate that the additional transmission capacity can be met by either the . .
.Loudoun line . . . or the Amos-Kemptown [PATH] line, which is scheduled to be
completed and in service beginning in 2012"). The post-May 5 RPM auction
scenarios ordered by the Hearing Examiner further confirmed that the PATH
transmission line resolves in 2012 the simulated overloads on the Mt. Storm-
Doubs line that the Loudoun line fails to resolve. FR at 190 (Scenario 6A) (citing

Exhs. 212, 221).°"

The Applicants, PJM, and consultants KEMA and Bates White each have
agreed that, while the Loudoun line may "adequate[ly]" resolve the simulated
violation in 2011, Exh. 92 at §[129, Tr. at 3705 (Yang), those violations re-emerge
with the Loudoun line in service one year later when the 765 kV PATH
transmission line is scheduled to begin service. E.g., Exh. 92 at {[170, Tr. at
4554 (Herling). In other words, the Loudoun line would be a billion-dollar cure for
an unlikely simulated disease in one summer peak season at an annual
increased cost to PJM ratepayers of $368 million — $168.8 in increased

payments to generators and $200 million for the cost of the Loudoun line itself.

51 Scenario 6, in contrast, was admittedly erroneous as it modeled Mirant’'s Potomac
River station as “off” when it should have been “on.” Tr. at 5101 (Herling). See Tr.
5303-04 (Merrill: Because of the Mirant Plant's location, omitting it was significant). See
supra note 45. Scenario 6A remedied Applicants' error in 2012. Exh. 212 at 2.
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Exh. 73 at p. 9 (Fig. 3). See id. at p. 21 (Loudoun line is "merely a temporary one

year solution"). See also supra Part Il.I.

Why then did the Hearing Examiner conclude that the Loudoun line is "the
best alternative to meet the need demonstrated in these proceedings"? The
Hearing Examiner's answer is that (1) PATH "is the more uncertain of the two,
since it is further behind in the regulatory queue,"? (2) his "review of the various
tests for 2012 fail [sic] to provide a clear indication of whether either line provides
greater reliability benefits," and (3) "given the time and expense of proceeding
through the regulatory process, once a determination of need is made, action to
address that need should not be delayed." FR at 192-93. Each of these
justifications for finding Loudoun a better solution than the PATH transmission

line is untenable.

What the Hearing Examiner means by the "regulatory queue" is
unexplained. Both Loudoun and PATH have proceeded through the PJM RTEP
process. While the current Applications for the Loudoun line have progressed
through the Hearing Examiner Final Report in these proceedings, the PATH

sponsors have begun to hold public meetings on the PATH routing proposals and

2 tis noteworthy that neither Dominion nor TrAILCo — whose parent is PATH sponsor
has ever contended that PATH will not be built or will be delayed. An additional
justification for preferring the proposed Loudoun line over the PATH transmission line
that Dominion urged but the Hearing Examiner did not endorse is that the PATH line
does not cross the Commonwealth and therefore the Commission “ha[s] no control over
the fate of the Amos-Kemptown [PATH] line.“ FR at 193 (citing Dominion Post-Hearing
Br. at 84). In fact, some of the routes proposed for PATH do, in fact, cross Virginia and
would require application to this Commission. See http://www.path transmission.com/
maps/default.asp.
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their intention to file their application with West Virginia, Pennsylvania, Maryland
and this Commission before the end of this year.>® That means that the Loudoun
line is at most 18 months to 2 years ahead of PATH, which is trivial in relation to
capital projects estimated to cost $1 billion and $1.8 billion respectively, with

operating lives expected to exceed 50 years.

The Hearing Examiner's second justification is contradicted by unrebutted
evidence. As explained above, in a May 9, 2006 presentation the PJM TEAC
found that the PATH line's relatively greater transfer capability than the Loudoun
line "has the greatest impact on overloads" in Pennsylvania, West Virginia and
Northern Virginia" (emphasis added).>* Neither PJM nor the Applicants nor the
Applicants' consultant KEMA ever questioned that conclusion. Further, the
Applicants own evidence shows that the proposed Loudoun line solves the
simulated overloads on the Mt. Storm-Doubs line only in the summer of 2011
while the proposed PATH transmission line resolves those violations through the
2016-2022 time frame. Exh. 139 at p. 7; Tr. at 4554 (Herling). Contrary to the

Hearing Examiner, these are indisputably greater reliability benefits.

The Hearing Examiner's third justification is the most problematic. It would
have this Commission conclude that, because of the time and expense of the
proceedings on these Applications, approval of the proposed Loudoun line

should not await an informed and supportable decision on which of either

* The plans of the PATH sponsors can be accessed at the following website:
http://www.pathtransmission.com/maps/default.asp.
% See supra note 18.
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Loudoun or PATH "provides greater reliability benefits" and on whether there is a
need for both or whether the construction of both would be a redundant waste of
billions of dollars in ratepayer money and a needless taking of large amounts of

private and historically important property.

Moreover, the urgency implicit in this justification is completely unfounded.
The NERC reliability standard violations simulated in the 2006 and 2007 RTEPs
and modeled in the other simulations presented during the hearing are for
planning purposes only. As Respondents demonstrated, those violations can
and will be resolved operationally at minimal expense through slightly
redispatching the generation mix, Exhs. 223, 224, 225 Tr. at 5294-99 (Merrill), or
through other measures. Both the Applicants’ and Respondents' independent
engineering experts agreed that relatively inexpensive flow control devices
installed at Mt. Storm could avert completely the simulated thermal overload
violations in 2011, and would continue to contribute permanently to transfer
capability, long after the scheduled 2012 in-service date of the PATH line. Exh.
32 at KEMA Rep., pp. 56-58; Exh. 188 at p. 11; Exh. 73 at p. 63. See also FR at
128 (citing Exh. 73 at 65, 69). And as to the voltage drops at Meadow Brook,
those same experts agreed that a relatively inexpensive static VAR compensator
or similar device at Meadow Brook would resolve those violations in 2011 and
beyond. Exh. 32 at KEMA Rep., pp. 56-57; Tr. at 1985 (Gass); id. at 4208

(Hozempa); Exh. 73 at pp. 22-23, 25, 59; Exh. 68 at p. 20.
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To recapitulate, there is no tenable basis for the Hearing Examiner's
finding that the proposed Loudoun line meets the need demonstrated in these
proceedings better than the 765 kV PATH transmission line. It would be the
height of irresponsibility for this Commission to accede to the Hearing Examiner's
recommendation and authorize the expenditure of a billion dollars in ratepayer
money on the Loudoun line before it is known whether the PATH transmission
line will be constructed and render the Loudoun line superfluous.

E. The Hearing Examiner's Finding That Environmental

Impacts Do Not "Trump" Concerns for Service Reliability
Is Contrary to Virginia Law and Common Sense

This Commission's assessment of the public's convenience and necessity
in the proposed Loudoun line is governed by Virginia Code § 56-46.1. This
section is framed in the conjunctive, pursuing two objectives of equal force.
Before approving a public utility facility such as the proposed Loudoun line, the
Commission must determine that the line is needed and that the corridor will
minimize adverse environmental impacts. The Hearing Examiner's finding that
"environmental impacts do not trump system reliability" disregards the statute's
syntax and is contrary to this Virginia law and common sense. See FR at 198.
Integral to the decision-making process and not as an afterthought, Va. Code §
56-46.1 directs the Commission to consider the effect of the facility on the
environment. Environment and reliability are co-equal; neither "trumps" the

other.
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Section 56-46.1 reflects the Commonwealth's increased emphasis in
environmental concerns. Bd. of Supervisors v. APCO, 216 Va. 93, 215 S.E.2d at
925. The section affords the Commission flexibility. 1d. And the Commission
has held that the relevant criteria are to be "considered as a part of the whole, in
light of all the relevant statutory criteria and with regard to other concerns raised
by the parties and public witness." Application of Appalachian Power Co, Case

No. PUE-1997-00766, 2001 S.C.C. Ann. Rep. at 366.

The Hearing Examiner turns this statute and case law on its head. The
Hearing Examiner: (i) provides no emphasis on environmental concerns; (ii)
constrains the Commission's flexibility; and (iii) focuses singularly on reliability,
reducing all other issues to also-ran's. The Commission should reject such an
attempt to constrain its analysis. Moreover, because the statute defines
"environment" to include human health and safety, the Hearing Examiner's
priorities makes human health and safety secondary concerns, subservient to

reliability. That is not the law of the Commonwealth.

Beyond statutory considerations, the Hearing Examiner's analysis is
simply nonsensical. When a public convenience and necessity decision involves
an irreversible commitment of resources, sound decision-making requires
analyzing all critical factors jointly before a decision is made, not piecemeal after
the fact, making some "equal" considerations less equal than others. Were the

Hearing Examiner's recommendation to be adopted and become the standard
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under which transmission lines are considered in Virginia, then even Mount
Vernon, Monticello or Arlington National Cemetery will become subservient to

reliability concerns, however ill-founded.

The overwhelming majority of public and expert witnesses in this
proceeding opposed the Loudoun line. Representatives of most of the counties
crossed by the line appeared in opposition as well. These individuals,
governments, and groups introduced evidence showing that the Loudoun line
would impact the scenic, historic, and environmental assets of their communities.
Fauquier, Culpeper, and Rappahannock Counties introduced evidence that either
route proposed for the transmission line was in conflict with their Comprehensive
Plans. Piedmont, Power-Line Landowners Alliance and individual landowners
elaborated on the ways those routes were incompatible with publicly established
values, National Parks (Tr. at 1630, Exh. 164 WR-7), historic districts, open
space easements and cultural and historic assets. Exhs. 165, 166, 162, 164,

191, 1588, 159, 155, 156, 157, 180, 169, 179.

These "concerns raised by the parties and the public withesses" were not
considered as "part of the whole" by the Hearing Examiner;*® rather they were
relegated to an after thought, accorded weight only as they related to the choice

of one route over another. The Hearing Examiner should have weighed the

% See Appalachian Power Co., Case No. PUE 970766, 2001 Va. PUC Lexis 1297 (Va.
PUC 2001).
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impact of these harms as he considered the need for the line. His failure to do so

violated § 56-46.1, requiring rejection of his recommendation and remand.
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V.
CONCLUSION

For the foregoing reasons, Piedmont asks the Commission to reject the
Hearing Examiner's recommendation that the Applications be conditionally
granted and remand the Applications for further hearing on the issues raised in

the foregoing Comments.
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