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CO-CHAIR ABRAMS: My name is Robert Abrams,
former Attorney General of the State of New York an
this Moreland Commission. Seated to my right is Be
Superintendent of the Division of Financial Service
State of New York, and Co-Chair of the Commission.

Both of us -- actually, all at the dais want t
Law School for its very generous hospitality for al
come here tonight and to have this important gather

Let me at the outset indicate the Commissioner
here. We have Kathleen Rice, our distinguished Dis
Attorney of Nassau County; Tony Collins, the Presid
Clarkson University in upstate New York; we have Pe
professor of law and the former chairman of The Pub
Commission here in the State of New York; Joanie Ma
the County Executive of Onondaga County, a very imp
in our state in upstate New York where Syracuse is
Green, the former Consumer Affairs Commissioner of
New York and Public Advocate in the City of New Yor
Tishman, who is the CEO of Tishman Construction.

On November 13, the Governor of New York, Andr
signed an Executive Order establishing a Commission
Moreland Act, which is Section 6 of the New York St
Law, with the mandate to investigate the response,
and management of New York's power/utility companie

respect to several major storms impacting New York
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the past several years.

The Commission has been charged with two relat
objectives: To formulate recommendations about how
reform the current utility oversight structure in N
to investigate the New York utilities' response to
catastrophic storms that recently struck our state.

The first objective has been assigned to a pol
subcommittee chaired by Commissioner Peter Bradford
that committee are Commissioners John Dyson, Tony C
Dan Tishman. It is charged with examining the func
various energy agencies in the state, and determini
public would be better served if they were reorgani
streamlined.

The committee will also be examining the monop
structure of the investor-owned utilities, and whet
should be reforms going forward to ensure that cons
adequately served. It will also be examining LIPA
whether there should be structural changes to its 0
and operation.

The second objective has been assigned to an i
subcommittee. It is being chaired by the District
Nassau County, Kathleen Rice. Members of that comm
Reverend Floyd Flake, Joanie Mahoney and Mark Green
investigating the emergency preparedness and storm

the utilities in all of the recent storms.
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This Commission has benefitted from the experi
extraordinary effort of District Attorney Rice, and
deep debt of gratitude for spending an enormous amo
in spearheading this inquiry. The District Attorne
leading the questioning of our panel of witnesses f
National Grid this evening.

The Commission has held two previous hearings,

Manhattan and one in Nassau County, where members o

were invited to testify. Two additional hearings a
for the public to provide testimony. On Wednesday,
at 6:00 p.m., at the Jewish Community Center at Sta
at 1297 Arthur Kill Road, there will be a public he
members of the public are invited to come in and gi
views, and on the following day on Thursday, Decemb
Challenge Preparatory Charter School at 365 Beach 5
Rockaway, Queens, there will be a second hearing.
The people of New York have suffered devastati
a result of Superstorm Sandy, dozens of lives have
billions of dollars of damage has been sustained, h
been ravaged, hospitals evacuated, subways and rail
suspended, sewage treatment plans disabled, food an
distribution severely affected, and families and pe
have suffered severe emotional and financial set ba
The public is entitled to a thorough investiga

analysis with accountability for any negligence or

PRECISE COURT REPORTING
(516) 747-9393 (718) 343-7227 (212) 581-2570

ence and
owes her a
unt of time

y will be

rom LIPA and

one in

f the public

re scheduled
December 26,
ten Island,
aring where
ve us their

er 27, at

6th Street,

ng losses as
been lost,
omes have
road service
d fuel

rsonal lives
cks.

tion and

wrongdoing.



12-20-12 Moreland

© 00 N oo o b~ w NP

N RN NN NN R R R R R R R R R R
g N W N P O © 0 N O O M W N B O

My Co-Chair Ben Lawsky will now make a statement.

CO-CHAIRMAN LAWSKY: Thank you Chairman Abra
want to acknowledge all of your hard work in this m
and | thank you for that, and | want to thank all t
the Commission, including our Executive Director Re
Calcaterra and her staff, who have been working day
and most of all, | do want to also echo what Chairm
just said, DA Rice has done just an incredible job
for this hearing and leading our investigation subc
she is truly just a great public servant. She has
but she has just done wonderful work for the Commis
think we're all thankful to her for her leadership.

The hearings we've been conducting in this mat
obviously incredibly important. So many people hav
because of Storm Sandy, and so many people are stil
as we sit here even tonight. Our focus on utilitie
opinion, is utterly vital, how did the utilities pr
did they respond. Our power system in particular w
at our first hearing by one expert witness as reall
which all the other systems are bound, and whether
or whether its our water systems or any other of th
systems you need after a catastrophe, the power sys
the glue that holds them all together, so it's just
important that we examine what went wrong. And cle

something went tragically wrong in New York and on
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and elsewhere in terms of our power system after th
It appears, and we're not done with our invest
it appears so far, in short, to have been just an e
and the failures were widespread ranging from techn
systems inadequacies, to inattention over the years
hardening, to what can only be described as just co
communications failures. People were literally and
left in the dark for days and days and weeks and we
New Yorkers deserve answers as to how this hap
happened, who is accountable for it, and how we can
going forward, and we are tasked by the Governor wi
those answers, and we will get those answers.
The truly scary thing that | have found thus f
initial investigation is a lot of the things that w
have been discussed for years and years and years i
after report after report, and we are all human and
mistakes, and companies make mistakes all the time,
those mistakes time after time, when you've been wa
them and knew they were a problem and didn't fix th
is truly a scary thing, and to me, raises the real
whether structural changes are needed.
So | look forward to the hearing and hearing f
witnesses and learning from the witnesses, and agai
you, Chairman Abrams, for your leadership.

CO-CHAIRMAN ABRAMS: Thank you. The Commiss
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so well served by someone who quickly stepped into

when the Governor made his announcement, Regina Cal

is the Chief Deputy County Attorney -- not county a

County Supervisor and County Executive in Nassau Co

Suffolk County, the county that we're in at this ve
and we all appreciate her hard work and her effort,

going to turn over the proceeding to Regina Calcate

MS. CALCATERRA: Great. Thank you so much.

up Suffolk and Nassau County is something that we'r
to, because we really don't think of ourselves as s
counties, since we're one region down here.
What I'd like to do is actually give you a lit
history about why it is that we're having this hear
specific hearing tonight, and explain why also we i
witnesses before us as well. So the mission of the
Commission on utility storm preparation and respons
investigate the emergency preparedness and the stor
utilities for a variety of different storms, and th
including Irene, Sandy, Lee, and an ice storm in De
But as has been very publicly stated, it is th
plan to closely examine the LIPA structure, and is
make some changes at LIPA as well, so it's imperati
actually have a hearing with LIPA and National Grid
than later.

However, once the new year comes, we will be h
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similar hearings like this hearing around the state
had the opportunity to get public comment. We will
get public comment. But it's also important that w
the other utility providers and to discuss what the
was to those storms as well. So we will be having
January, but right now, because of the timing of th
important that we bring National Grid and LIPA befo

And the objective of this hearing is to gather
information that will assist the Commission in meet
mandate that was set forth in the Governor's Execut
that actually created the Moreland Commission, and
important that the Commission's witnesses are able
questions that are asked, and the best way to ensur
Commissioners to hear the answers, is that we are a
interruption as we go through this hearing tonight.
look forward to cooperation of all those in the roo
assisting us hearing the answers to the critical qu
we're actually asking.

As you're going to learn tonight, LIPA has a v
structure where they own the distribution and trans
lines, and they also own their substations, but the
contract that service out to National Grid. So in
Commission to ascertain the information that we're
it's best for us not only to have asked LIPA to app

us, but also the leaders of National Grid as well,
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discuss the recent storm, and also discuss the stru
we're going to closely examine this evening.

So now what I'd like to do is also tell you wh
we invited the witnesses here. One of the things t

going to be doing, what's important is to look at s

preparedness and emergency response, and also, take

past practices of storm preparedness and emergency

compare it to the recent storm with Sandy.

So having the leadership of both entities of M

Hervey, who's the COO of LIPA, and also Tom King, w

President of National Grid, is very important. And
Grid is set up where it has a UK/US president, and
US president for the northeastern territories that
and | believe it also has a regional president that
Massachusetts, it has a New York president, and it
essentially a LIPA/National Grid Long Island presid
thought that it's appropriate that we invite Tom Ki
US president, but that we also invite John Bruckner
essentially the National Grid president overseeing
So that kind of covers as far as the leadership of
entities.

Another aspect of our investigation has to do
basically the transmission of electricity, and how
and how we can make it better, especially in storm-

incidents. So that's why it was important also to
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Bruckner, Thomas Beisner and Nicholas Lizanich befo
because their responsibility also covers the transm
distribution of electricity, both for LIPA and Nati

We also want to address emergency preparedness
who managed the command center, and by way of our i
we understand that Michael Hervey had a leadership
the command center, as did John Bruckner, so having
them here also helps us get information related to
center.

And then the final issue that was imperative a
everyone is aware of, there were communication chal
after the storm as far as when we were going to get
emergency -- that electricity was going to be up an
and so we wanted to also examine communication, and
communication works at LIPA/National Grid, and what
challenges were to get the appropriate messages out
possible public, so they knew when their electricit
the two people who were in charge of communications
relations for both National Grid and LIPA and here,
Bruce Germano and Mary Genoy. So that is why our P
constructed the way it is, because we thought by in
these seven witnesses here who gladly joined us thi
we'd be able to do our best to closely examine this
possible.

So now what I'd like to do is start the formal
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Commission hearing this evening, and in doing so, |
ask all the parties to please stand up and raise yo
hand. Thank you. And after | say the oath, just a
answer the way you prefer to answer, not that -- yo

Do you swear or affirm that the testimony you
give to this Moreland Commission is the truth, the
and nothing but the truth?

MR. GERMANO: Yes.

MR. LIZANICH: Yes.

MR. HERVEY: Yes.

MR. KING: Yes.

MR. BRUCKNER: Yes.

MR. BEISNER: Yes.

MS. GENOY: Yes.

MS. CALCATERRA: Thank you. You may be seat
we'll turn the hearing over to the first set of que
are going to be put forth by Nassau County District
Kathleen Rice.

MS. RICE: Thank you Regina. Just to give a
background as to what steps the investigative subco
| am chairing has taken over the past month or so t
been in existence, we have subpoenaed seven utiliti
in responses to the recent storms, including LIPA a
Grid, the Commission staff has reviewed thousands o

and is waiting to receive additional productions fr
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utilities.

Over 20 interviews were conducted at the Commi
offices with witnesses from LIPA, National Grid, lo
municipalities and others involved in the restorati
We also spoke to elected officials and people in va
of seniority within National Grid and LIPA, includi
manager for customer service, the senior coordinato
emergency planning, National Grid employees include
director of transmissions, operations and complianc
division manager for western Suffolk in the departm
electric service, the executive advisor to the pres
again, one of the LIPA employees that we spoke to i
executive director of governmental and community re
it was a wide ranging set of interviews that was co

We also received public comments and testimony
days of public hearings and on our moreland.gov web
also sent informational requests to critical infras
customers and out of state utilities that provided
crews. To date, the staff received replies from ov
entities, including utilities, mass transportation,
terminals and telecommunications companies.

So at this point, what I'd like to do is just
into the inquiry, and | think it goes without sayin
thing that we know that occurred during the course

certainly we've seen played out in the other storms
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Island and other areas of New York have been subjec
that is understanding exactly who is in charge. An
talking about blue sky conditions, because people d
attention when everything's going well. It's reall
emergency situations like we just recently had with
So I'd like to start with just looking at the
Service Agreement that exists between LIPA and Nati
So I'm going to start my questions with you, Mr. He
would be so kind. There is a Management Service Ag
exists between LIPA and National Grid that is set t
December 31 of 2013, we can talk later about where
after that, but that MSA includes meeting guideline
agreed upon between LIPA and what was then Keyspan
National Grid, and they are protocols for market id
brand identification, but one of the most significa
that appears in the MSA is in Appendix 13, which sp
purpose, and I'm going to take a quote directly fro
"It is important that customers of each entity clea
understand or have the opportunity to clearly under
nature of the primary services and products provide
each entity." I'm sure everyone on this Panel is a
excerpt, but it makes it clear that one of the top
to ensure that the customer understands who their s
provider is, so in the event that they have a probl

who to take that problem to.
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Now there are certain aspects, Mr. Hervey, of
speak specifically to what powers and oversight LIP
maintain as it relates to this Management Service A
sure I'm telling you everything you already know, b
want to point out a couple of things. It talks abo
media communications pertaining to LIPA's electric
going to be handled by LIPA's office of communicati
every National Grid employee is to portray him or h
LIPA representative. There shall be -- LIPA's goin
solely responsible for discussions related to meeti
responsibility having to do with the supply of elec
any and all public events, including speaking engag
involving solely LIPA's electric business. They wi
identified as LIPA events without any reference to
Grid, and so on and so on.

And so what we see, Mr. Hervey, is a real inte
part of LIPA to maintain a level of branding identi
least to the public says that LIPA is the primary s
their service. Would you agree with that, Mr. Herv

MR. HERVEY: | think the effort there stems f

revision of the MSA, which at that time recognized

customer base between the gas company, at that time

LIPA didn't identify the two different service prov

went to great efforts to make sure that we were abl

our customers would be able to know who the two ser
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providers are for those two types of services.

MS. RICE: And you wanted them to know that
LIPA?

MR. HERVEY: We wanted them to separate LIPA
Keyspan brand at the time.

MS. RICE: Okay. And so as part of that, yo
that all of the trucks, all of the hard hats, whate
wore, it was all branded LIPA, there was no Nationa
branding as it is to this Management Service Agreem
was a desire to make it all LIPA, identified as LIP
true?

MR. HERVEY: That's not entirely correct.

MS. RICE: Well, in terms of to the public,
trucks that were going to be LIPA trucks, LIPA hard
were to identify themselves as LIPA employees, | me
just in all these sections that | read. Would you
was reading from the MSA?

MR. HERVEY: You are. But, again, the assum
make is not entirely correct, because the contract
for co-branded facilities, and also then identifies
the generating plants in another separate agreement
branded under the owner of the --

MS. RICE: I'm talking about this agreement,
reading it, and | can continue to read, but | think

better spent going on to another topic. But clearl
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need for LIPA, a desire for LIPA to engage in brand
and in fact, over the years, I'm sure you would agr

this, Mr. Hervey, because you entered into these co
hired PR consultants to work on brand identity. Wo

agree, you just engaged in a new -- engaged a new P

used to use Zimmerman Edelman, for purposes of bran

that be correct?

MR. HERVEY: Not really.

MS. RICE: Well, not PR, but it was branding

MR. HERVEY: Well, no PR firms. That partic
hired for purposes of placing ads and creating mate

MS. RICE: And they were hired by LIPA?

MR. HERVEY: Right.

MS. RICE: So let me just go through the MSA
portions of the MSA that talks about what National
responsibility is going to be, and Mr. Bruckner, if
anything to add, | can direct some questions to you
But National Grid shall perform normal and customar
services, including customer or account service and
service restorations, account inquiry work, custome
they shall maintain at all times customer service a
offices within Nassau and Suffolk and Far Rockaway,
maintain the transmission distribution system, they
responsible for all electric transmissions, distrib

mode serving activities for the safe and reliable o
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the T & D system, they're going to be responsible f
day-to-day operation, emergency repairs, emergency
and planning, it goes on and on.

Mr. Bruckner, that lays out in this MSA exactl

responsibilities and duties are of National Grid un

Management Service Agreement, would you agree with

that's correct language?

MR. BRUCKNER: | would agree with that.

MS. RICE: Okay. So what we have here, gent
a -- it seems to me what is the source of a lot of
confusion in terms of who the person is that's resp
overseeing or providing the service to the customer
get into some levels of what oversight responsibili
maintains as the owner of the T & D system, whichy
agree, Mr. Hervey, that LIPA actually owns all of t
correct?

MR. HERVEY: All of the transmission and dis
assets. That's correct.

MS. RICE: And distrubution assets. And you
contract out for the management of those assets, co

MR. HERVEY: That's correct.

MS. RICE: So as the owner -- this is furthe
MSA -- as the owner of the T & D system, LIPA retai
ultimate authority and control over the assets and

the T & D system, and the right to direct the manag
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Grid, in connection with the performance of that, t
determine customer and public communications policy
to oversee and audit the manager's operation and pe
and on.

Again, this real dichotomy situation where LIP
out there and retains a lot of the oversight, but t
management, Mr. Bruckner, you would agree, is the s
responsibility of National Grid; is that correct?

MR. BRUCKNER: Management under the direction
Yes.

MS. RICE: Under the direction of LIPA. Rig
it be fair, would you two gentlemen agree with me t
causes some level of concern, especially in an emer
situation where people need to talk to someone, who
talk to to actually get the lights back on, would y
the portions of the MSA that | just read have an in
dichotomy built into it in terms of who is responsi
Mr. Hervey?

MR. HERVEY: Well, there are two things that
like to comment on, and one is, of course, the prov
just read are meant to try to clear up that misunde
its existed over time, and secondly, the contracts
in the next relationship beyond its expiration of t
go a step forward in clearing up that confusion. S

understand the issue, but also, we've taken every e
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to clear up that issue.

MS. RICE: Well, I'm glad that you brought t
because | was going to ask you if you thought that
Management Service Agreement that worked in terms o
that the customer knows who their service provider
it that in the contract going forward, that actuall
out. So I'm glad that you pointed that out, and |
that that indicates that there is some level of a d
clear that up for the customer, who is the ultimate
their opinion matters the most. Do they feel that
getting service they need, and when they have a pro
know who to go to. So I think that that's very int
that going forward in the new MSA with PSE & G, tha
been taken out.

So let me just go into three areas that | thin
that -- focusing on Sandy, are areas that | think t
us will agree, and certainly in the public's eye, w
where service -- that the services that were provid
optimal. And I want to talk about the communicatio

So under the terms of the MSA, Mr. Hervey, wou
that National Grid is prohibited from communicating
LIPA constituencies, specifically government, media
relations? Would you agree that LIPA retains the p
those communications in the MSA?

MR. HERVEY: Yes.
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MS. RICE: Okay. And, however, National Gri
services and interfaces with customers under blue s
in terms of having the oversight over the customer
department, correct, Mr. Bruckner? | mean, you run
service department, it has upwards of 300 people in
service department?

MR. BRUCKNER: So we have the oversight of m
workforce, and the communication strategy is LIPA-d
strategy as to what those communications will be.

MS. RICE: Okay. So under blue sky conditio
you would agree that this restriction in terms of n
National Grid to have any public voice, but for eve
statement to come through LIPA, under blue sky cond
think we can agree that there would not be a percei

there. However, under gray sky conditions, this sh

management is where we have the problems, because o

significant failures, at least as it relates to Sup
Sandy, and going back as far as other storms that w
the Navigant report that was -- that you asked Navi
for you on your behalf, Mr. Hervey, and then the DP
2010 showed that in previous storms, there was seri
communication to the customers.

So in that June 2012, the New York State Depar
Public Services in its report outlined LIPA's perfo

Hurricane Irene, warned against this type of commun
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practice, specifically stating that LIPA's requirem
and approve all messages actually hindered effectiv
communications. Do you recall that that was the fi
Department of Public Service report?

MR. HERVEY: That was the finding. | have to
found -- we found that that finding, that we disagr
And nevertheless, we did take substantial action af
report to address that issue and to make sure that
needed to be approved or pre-approved had a very st
process, and that that had been addressed for Sandy

MS. RICE: All right. Well, we're going to
that, because in that same report, the DPS report,
that LIPA's requirement to approve all communicatio
customers, government officials and media, created
through which all communications must pass.

Now during Sandy, | just want to see if | can
agreement with me that this is how things worked, M
and correct me if I'm wrong, during Sandy, it appea
information flowed as follows: National Grid field
do an assessment of condition on the transmission a
distribution network. They filled out the paper ti
RP5s as to the damage. They brought them to the su
the substation, a National Grid employee would inpu
into a computer terminal, which then could be read

managers and National Grid operation staff; am | co
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this point, Mr. Hervey?

MR. HERVEY: That would be the procedure that
followed. Yes.

MS. RICE: And estimated times for repair, 0
known as ETRs, were formulated at the substation le
correct? Because that's where all the information

MR. HERVEY: You're asking me if that's the
if that's what happened?

MS. RICE: I'm asking you if that's the proc
what happened during Sandy.

MR. HERVEY: That is the procedure. And It
talk through this, we can see how that -- with the
work that was done, how that worked or didn't work.
the procedure.

MS. RICE: So I'm just going to continue thr
tell me if I'm correct. The information was update
website once a day, correct?

MR. HERVEY: The information on the website
updated every 15 minutes through the process, and w
process through Sandy in order -- to a once a day u

MS. RICE: Once a day. Okay. So that was c
a day. The information was reported to National Gr
senior management twice daily via morning and after
conference calls, would that be correct?

MR. HERVEY: There are both operations confe
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and communications conference calls between the two

MS. RICE: Okay. National Grid would dissem
points via email blast to both National Grid and LI
service, and in order to convert the internal infor
external communications, LIPA management needed to
communication. So by the time the information got
filter, would you agree that sometimes that informa
already stale at that point?

MR. HERVEY: Not at all. Absolutely not.

MS. RICE: Not at all. After all those laye
information was not stale?

MR. HERVEY: Everybody in the room is sittin
room, literally beside each other, and able to pass
paper in the communications command center, which w
process since Sandy -- excuse me, since Irene, that
streamline all of that. So as | indicated, that pr
the information is available, creating the messagin
across all the channels, and that's everything from
to telephone to the call center to the website, wha
after Irene is the fact that all of those people sa
beside each other and were able to pass information
to place. So we had a very concentrated process an
process for moving that through.

Ultimately, there were more than one LIPA peop

do -- approve anything that needed to be approved,

PRECISE COURT REPORTING
(516) 747-9393 (718) 343-7227 (212) 581-2570

companies.
inate talking
PA customer
mation into

approve that
through that

tion was

rs, the

g in the same
a paper to

as a revised
was meant to
ocess of once
g to go out
social media
t was revised
t literally

from place

d streamlined

le who could

but it was

25



12-20-12 Moreland

© 00 N oo o b~ w NP

N RN NN NN R R R R R R R R R R
g N W N P O © 0 N O O M W N B O

essentially a collaborative process.

MS. RICE: But we get back to the informatio
LIPA representatives who were at the emergency comm
were unable to provide information on request, rath
had to consult with a lot of off-site personnel whi
impacted the municipal operational coordination. W
agree that because the information had to come from
sources, that slowed down the ability to get that i
out?

MR. HERVEY: | don't understand the question

MS. RICE: Well, because the information was
of the substation, which is the hub of where everyt
going, and they sent the crews out from there who h
the field and determine where the damages were, bri
information back, you still -- the people out in th
go out with computers, right? They go out with pap
they go out with the paper tickets, correct? Still

MR. HERVEY: The people in the field and the
which are the remote offices, have computers there.
indicated in the process that | verified for you, t
information’s entered into the computer at that loc
then, of course, the computer system summarizes tha

MS. RICE: Right. I'm talking about the peo
out in the field from the substation to actually do

assessment. They don't go out into the field with
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correct?

MR. HERVEY: So they go out and they have a
that they fill out, and then they bring that back t
substation to be entered into the computer.

MS. RICE: Right. So let's just talk about
So they go out with a paper map and the tickets tha
supposed to mark exactly where the damage is and th
the damage, right? There is no way for them to com
they're seeing out in the field until they come bac
substation, correct, under that framework?

MR. HERVEY: That's correct.

MS. RICE: Okay. Now -- and then when it co
the substation, it actually has to be input into th
that people at headquarters actually have access to

MR. HERVEY: That's right.

MS. RICE: Okay. So this is the process I'm
about. Now are you aware that, just for instance,
Hempstead Building Department has little computers
send all their inspectors out into the field with,
input the information directly into a computer that
the system immediately, and there is no -- | mean,
realtime. That is not -- none of your people who a
into the field and doing this damage assessment had
technological ability, did they?

MR. HERVEY: Well, first of all, the LIPA pe
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those investigations.

MS. RICE: Whether it was National Grid or L
don't have that technology, yes or no?

MR. HERVEY: They do not have that technolog
have is, as you said, an established process by whi
the information down on the tickets. They bring th
central --

MS. RICE: Paper maps and paper tickets. Ok

MR. HERVEY: And our next step is, as you pr

found from your investigation, in our replacement o

Management System, a next phase, not the next phase

phase of implementing that new Outage Management Sy

next year is to put that field capability in. That
Is not without its own warts, because often times t
the cellular system.

MS. RICE: Well, let's not even talk about t
a system has since it's not even employed here yet.
the system that was supposed to actually be -- we w
to have transitioned or LIPA was supposed to have t
in, | think earlier either in September or October
Superstorm Sandy in this framework, it was supposed
by then?

MR. HERVEY: There's no such system that was
time period. The time periods that the new system

about was between the end of this year and the midd
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year.

MS. RICE: You're talking about --

MR. HERVEY: The new Outage Management Syste
MS. RICE: Outage Management System. Okay.
Outage Management System was actually something tha
recommended in the 2006 Navigant report that was co

LIPA, correct? They actually said that that system
change; is that correct?

MR. HERVEY: Absolutely not.

MS. RICE: They didn't talk about having to
Outage Management System in the 2006 report?

MR. HERVEY: No. They didn't say that that
change. What the report indicated is that the syst
considered for retirement, for change, and the issu
functionality of the system. | believe the report
functionality of the system was adequate, and subse
at the system indicate that it was adequate.

But the concern at the time was that it was co
of life from a support standpoint. In other words,
computer language on a mainframe computer that over
come out of support and not be supported. So the c
2006 were not the functionality concern. The conce
of life support issue for the computer system.

MS. RICE: Soin 2010, in the DPS report, th

about needing to update the Outage Management Syste
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MR. HERVEY: And we agreed at that point tha

available Outage Management Systems out on the mark

probably passed up the functionality that was avail
legacy system. So in 2009 into '10, LIPA negotiate
over ownership of that system. In 2010 into '11, w
look at pilots for that system, pilots for replacem
system, and immediately after Sandy, we moved from
stage into the implementation stage.

MS. RICE: So that pilot to implementation s
years is what you're saying?

MR. HERVEY: To look at all the systems from
to go through the process of looking to choose a co
does take a very large amount of time. Yes.

MS. RICE: And this is something that you kn
known for longer than two years? You knew this sys
outdated well before 2010, even though you say that
was --

MR. HERVEY: The functionality of the system
adequate. Finally in Irene, with the very large --
the largest outage -- set out of outages that the s
ever seen, then we looked at it and said look, we n
a more modern technology at this point.

But the system was adequate. | know National
at the system several times. Determined that the o

it was adequate. And again, we're managing the end
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that system from a standpoint of the support for th

MS. RICE: Well, I think the public might ha
disagreement with you about the adequacy of that sy
we'll leave it up to the public to decide that. No
communications policy is actually different from th
service function within LIPA, and I'd like to direc
guestions to you, Mr. Germano, as the head of custo
This is your bailiwick here.

So the MSA specifically says that it's up to t
perform normal and customary customer services, inc
not limited to the account service, maintenance, se
restorations, account inquiry, customer assistance,
collection services, manager shall maintain at all
customer service office, they'll maintain the toll-
emergency phone number. So basically it's up to --
that it's going to be up to National Grid to mainta
service center, it was going to be staffed by about
and all of the numbers posted were referred to that
is that correct, Mr. Germano?

MR. GERMANO: Yes. That's correct.

MS. RICE: And now despite the MSA that puts
the customer service responsibility in the hands of
Grid, LIPA still maintains its own customer service
which correct me if I'm wrong, | believe is present

two representatives, one manager, a director, and a
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president, you. At the present time there are five
the customer -- on a blue sky day, five people?

MR. GERMANO: Yeah. What | want to suggest
though, is you're looking at it as a customer servi
It's more an appeal function.

MS. RICE: No. We're going to go through th
going to go through that. But this is what the cus
department is within LIPA, those five people, corre

MR. GERMANO: That's correct.

MS. RICE: Okay. Now it seems that, and cor
I'm wrong, again, the function of the LIPA customer
primarily to handle what's called "escalated compla
are referred to LIPA by National Grid. So the orig
will come in to National Grid. If they can't satis
customer, the customer says "l want to speak to som
that call is considered an escalated complaint, and
then be transferred to LIPA'sS customer service cent
as --

MR. GERMANO: That's correct.

MS. RICE: -- an escalated complaint? Okay.
the two people who are there will handle that call.
can satisfy the person. The likelihood is that the
going to be able to because they don't have any mor
than the National Grid customer service person does

National Grid puts all the information into the com

PRECISE COURT REPORTING
(516) 747-9393 (718) 343-7227 (212) 581-2570

people in

to you,

ce function.

at. We're
tomer service

ct?

rect me if
service is
ints" that
inal call

fy the
eone else,"
that will

er, correct,

And one of
See if they
y're not
e information
, correct?

puter. LIPA

32



12-20-12 Moreland

© 00 N oo o b~ w NP

N RN NN NN R R R R R R R R R R
g N W N P O © 0 N O O M W N B O

people have access to that computer but cannot put
information in. So whatever National Grid knows is
knows, and whatever LIPA knows is what National Gri
that correct?

MR. GERMANO: | think the point that is also
here is it's an independent look at the information
National Grid provides.

MS. RICE: No question. And so your people
They try to fix it. If they can't, they can't give
satisfaction, they then channel the call back to Na
customer satisfaction department; is that correct?

MR. GERMANO: That's the appeal group. Yes.

MS. RICE: Okay. So that's how it goes. So
if I'm wrong, it seems to me that LIPA's customer s
representatives are the middle person, the middle m
will between National Grid and National Grid?

MR. GERMANO: But I think, Ms. Rice --

MS. RICE: Is that correct?

MR. GERMANO: | think, Ms. Rice, the pointy
to consider is the fact they have an independent vi
at what the information is.

MS. RICE: No question.

MR. GERMANO: And they don't necessarily alw
with what National Grid has decided in particular c

MS. RICE: I'm sure there are times when may
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representative might be able to give satisfaction t
but I'm talking about in a regular setting, this is
National Grid to LIPA, LIPA back to National Grid,

MR. GERMANO: Correct.

MS. RICE: Okay. Now after Irene, it's my u
that there were three policy decisions that were ma
to -- and | believe these were made by you, but cor
I'm wrong, Mr. Germano, | don't want to put words i
one of the changes was to reroute all calls to LIPA
service -- their customer service direct number, to
Grid's customer service, to have those calls, any c
would come into LIPA to go directly to National Gri
one of the changes?

MS. JACOBS: No. That is not a change in te
day-to-day blue sky.

MS. RICE: I'm talking Sandy. During Sandy.
event of an emergency, that this is one of those ch
instead of having calls come to that LIPA center, y
those calls are going to be automatically rerouted
Grid, not under a blue sky setting; is that correct

MR. GERMANO: | think the point here, Ms. Ri

it's not -- it's physically going to the call cente

National Grid has, but the LIPA personnel was moved

center.

MS. RICE: We're going to get there. We're
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there. I'm just asking you about that.

MR. GERMANO: Yes.

MS. RICE: So that was a change you institut
So also to cease direct forwarding of escalated com
National Grid customer service would bundle the com
then send a periodic email, right? Is that correct

MR. GERMANO: That's correct.

MS. RICE: Okay. And there was also a plan
many as 40 contingent LIPA staff to handle LIPA cus
during an emergency; is that correct?

MR. GERMANO: | don't have the knowledge of
but there was supplemental staff that we were putti
to make sure that if we had to handle calls and com
had staff to support it.

MS. RICE: Okay. Well, just so you know, we
number from the customer -- your customer service m
said that that's what she was told, that there were
up to 40 additional people available.

MR. GERMANO: That would probably be represe
what was the staff that was at LIPA's headquarters
we needed to have capability to handle large volume

MS. RICE: Okay. So let's talk about that.
of going to the LIPA call center, the LIPA employee
directed, when Sandy occurred, to actually sit with

Grid in their call center; is that correct?
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MR. GERMANO: They sat in a separate space a
center. Yes.

MS. RICE: At the same call center.

MR. GERMANO: At the same call center.

MS. RICE: And they had access to the same i

MR. GERMANO: That's correct.

MS. RICE: Okay. And actually, the only num
that the customer service manager was able to acces
addition to the people that she had, were about eit
five and eight additional personnel during the Sand
operations, which actually comes out to between 12
percent of the planned amount, if you go with that
Is that correct?

MR. GERMANO: If you went with that 40. Tha

MS. RICE: Okay. But, again, it made very |
difference since the LIPA customer service received
information as the National Grid customer service d
storm, since all information flowed from daily emai
National Grid; is that correct?

MR. GERMANO: The daily emails and the infor

Sandy flowed from the command center that we were a

cohabitating, whether it be LIPA and/or National Gr
MS. RICE: Okay. So that's the system as it
purpose of the LIPA customer service. So now let's

emergency planning, because | think that we can all
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one of the biggest failures was the lack of prepara
flooding that everyone knew was very likely to occu
the situation that Long Island is in, and | guess w
to do is direct these questions to you, Mr. Lizanic
obviously there might be some spillover to you, Mr.
well.

So the emergency planning, under the terms of
National Grid -- let me stop there. The MSA betwee
Grid and LIPA actually does not address storm event
the context of financial responsibility. Specifica
LIPA is financially responsible for all operations
event; is that correct, Mr. Lizanich?

MR. LIZANICH: That's correct.

MS. RICE: Okay. And so there -- so LIPA ha
and National Grid has their ERIPs, those are their
plans that each party has, correct? Yours are the
as SERPs?

MR. LIZANICH: That is correct.

MS. RICE: Okay. And that's the Storm and E
Response Policy. And then National Grid has their
Response Implementation Plans, which are known as E
they're separate plans. And they -- so let's talk
ERIPs specifically address three functional areas;

communications, and logistics support, would that b

MR. BRUCKNER: Yes, Ms. Rice, but | would li
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one of your previous statements about the ERIPs. T
the ERIPs that you referred to as being National Gr
and the SERPs being LIPA's SERPs, the ERIPs are als

MS. RICE: Approved by LIPA.

MR. BRUCKNER: No. They're LIPA procedures.
just approved, but they are LIPA procedures.

MS. RICE: Okay. That's fine. Now, so ther
number of -- | don't know if you're going to agree
Mr. Lizanich, but it seems that there are a number
shortcomings in the SERP. They specifically don't
LIPA's key decisions, including the approval of sup
crews for storm emergency. These are, instead, add
National Grid's ERIPs that are approved by LIPA; is
correct? You approve the ERIPs?

MR. LIZANICH: The ERIPs are developed in coo
National Grid. We do review those ERIPs. We do in
ourselves with them at incident command process as

MS. RICE: Okay. And basically these two re
meant to detail what the response is going to be fr
National Grid and LIPA in the event of an emergency
correct?

MR. HERVEY: If | might, If I might on that.
to clear this up, the SERP is the LIPA headquarters
for the headquarters team at LIPA. The ERIP is the

the emergency response LIPA procedure. So it doesn
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exist in one -- in both procedures.

MS. RICE: No. I'm grateful that you pointed
Mr. Hervey, because it actually is important for th
understand that LIPA doesn't have any technical fie
So that your SERP can't really relate to or talk ab
going to be done in the field, since you don't have
to actually be in the field. That obviously is a j
National Grid. That's true.

Now there was, in the DPS report, a recommenda
SERP and the ERIP procedure should be merged into a
document that would specifically address LIPA's rol
relations to National Grid during emergency events,
said that these reports should not be kept on a com
should be paper, because in the event of an emergen
not be able to access them.

But it appears that in neither one of those re
those documents, was there a plan to deal with reen
areas that were subject to flooding. So would you
neither one of those documents talked about the pro
reenergizing in the event of flooding where you had
power off?

MR. HERVEY: The requirements for reenergizi
under LIPA's requirements for service, also called
procedure.

MS. RICE: Other than that one reference in
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that actually says on all fire and flood damaged ho
be necessary to obtain an electrical inspection cer
an approved inspection agency and provide it to LIP
reconnection, that is the one reference that is mad
Red Book regarding flooding and the need for electr
inspections, would you agree, Mr. Hervey?

MR. HERVEY: That's right.

MS. RICE: Okay. So let me just point out w
two inherent problems with that. It makes no menti
approved inspection agency is, number one, and nor
any mention of which entity at LIPA is specifically
receive the certificate. We can talk about that in

MR. HERVEY: So I'll just clear those two th
you.

MS. RICE: No. Let me just --

MR. HERVEY: Sure.

MS. RICE: Those are two, you know, shortcom
obviously we know that the service area of National
LIPA is an island. There is an inherent flooding r
been witnessed several times over the past few year
the National Weather Service in the days leading up
Sandy, accurately it turned out, predicted a large
and as early as October 25 of 2012, LIPA advises cu
it was preparing for flooding, would you agree with

Mr. Hervey, you were integral in getting that messa
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general public, correct?

MR. HERVEY: That's correct. We advised cus
that time on the first instance to prepare for a mu
event. The second instance to prepare for a seven
electric outage.

MS. RICE: Power outages. Okay. But would
with me, Mr. Hervey, that flooding was only discuss
de-energizing specific areas, those areas being man
evacuation zones and substations, areas like Fire |
people were knowing that there was going to be, bec
surge, very likely going to be a mandatory evacuati
going to result in you having to de-energize that e
is that correct? So you were aware of that likelih
possibility, correct?

MR. HERVEY: Well, we're aware of it because
with the county OEMs and the deenergization or the
process and the treatment of flooded areas is essen
municipal function. Just as you indicated coming b
previous point when you asked what is an approved i
inspector is approved by the municipality. The ins
process is essentially a codes process and essentia
municipal process. And that's why when you go and
customer side of the meter, LIPA provides power up
Once you go to the customer side of the meter and e

equipment inside the house, that is a codes issue a
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municipal issue.

MS. RICE: But, Mr. Hervey, as the head of L
it incumbent upon yourself to warn people that ther
going to be flooding, and as a result of that, exte
of power outages, correct?

MR. HERVEY: Exactly. Because of --

MS. RICE: Because the customer relies on LI
them the information that they need to take whateve
steps they need to take, correct?

MR. HERVEY: And, therefore, customers shoul
able to take the precautions to allow for a seven t
outage from the hurricane, and then look at what th
do to prepare for that.

MS. RICE: Okay. So let's take a look at ho
took for LIPA to prepare a plan for dealing with po
damage. Working hand in hand, or attempting to, wi
governments and municipalities. So would you agree
lack of a plan for reenergizing and the electrical
was recognized by you in fact as early as October 2
that Sandy hit, you had a conversation with people,
Tracy Burgess-Levy and other people, on a what | be
either an in-person meeting or a conference call, w
talked about the likelihood that there was going to
significant flooding, and therefore, it was going t

electrical inspections, is that correct, that was t
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that you spoke about that?

MR. HERVEY: In the municipal call, as | rec
about --

MS. RICE: Well, the municipal call came on
MR. HERVEY: Well, actually, on that date th
mentioned, | believe it was also mentioned on the m

call.

MS. RICE: Prior to the storm.

MR. HERVEY: And we discussed with the -- o
the storm, the 29th, we discussed with the municipa
need to coordinate with them on inspection process.
turns out as a result, we ended up with several ins
processes, and our concern, from our point of view,
know the various different processes that the diffe
municipalities would use to address that. And we t
to coordinate between the municipalities to get to
semblance of common practice.

MS. RICE: So, Mr. Hervey, let me ask you, |
you do -- you're aware of what's called the tableto

MR. HERVEY: Yes.

MS. RICE: And LIPA actually does tabletop d
twice a year, depending on what they think the need
you actually sit down and you enact a hurricane, le
hurricane, hurricane 1, hurricane 2, whatever storm

you're going to act as if it's going on, and what a
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to do in this situation, and at those meetings, you
National Grid and you have your employees, and you
municipalities, you invite critical infrastructure
come and take -- well, actually, not take part, to
to see. So there is an understanding on your part
sky days, when you do things like tabletop drills,
important for you to bring as many invested people,
municipalities, elected officials, municipal worker
care facility people to come in to be a part of thi
so that when that gray sky day happens, there is a
place. Would you agree that that's one of the purp
tabletop drills?

MR. HERVEY: Certainly. And so that we at |
each others plans at that point, too.

MS. RICE: Okay. And on -- would you -- the
a tabletop drill where reenergizing was spoken abou
that, correct? Would you agree with that?

MR. HERVEY: | wouldn't be able to say "neve
wouldn't --

MS. RICE: Well, in the year leadingup to S

MR. HERVEY: | will say that we had --

MS. RICE: If I can just tell you, there was
one that we spoke to who said that they heard any c
about reenergizing and the process of the electrica

at those drills, okay? So are you going to dispute
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MR. HERVEY: No. What | wanted to say on it
all those agencies there, over all those different
agency, municipality, each of which was invited, ev
and said "hold it, we don't understand the process

MS. RICE: But you didn't explain the --

MR. HERVEY: Even though the process is clear
the municipalities, then the process is the same on
day as it is on a blue sky day --

MS. RICE: So your answer, Mr. Hervey, is th
all the municipalities' fault. So you have no resp
terms of giving as much information as possible, be
power -- the face of energy and power to the consum
municipalities, you're saying that the responsibili
municipalities to ask the question?

MR. HERVEY: Code enforcement is the municip
in the areas where we had the municipalities took t
York City and the City of Long Beach --

MS. RICE: We're going to get there.

MR. HERVEY: -- it worked well in both of th
where the municipalities took that up and worked wi
MS. RICE: We're going to get there. So on

there's a municipal call. LIPA acknowledged that i
come up with a procedure to address inspections and
of homes and businesses in flooded areas. In a Nov

press release, LIPA advised flooded customers that
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would need to occur before power could be restored.

In a November 11 press release, LIPA advised c
they must personally obtain a certificate from a li
electrician. That is the sequence of communication
you -- would you agree with that? | mean, these ar
releases. These are the dates. We're talking abou
11, 13 days after the storm, is the first time that
their customers that they must personally obtain a
from a licensed electrician. Would you agree with

MR. HERVEY: In some of the areas, that may
sequence of events.

MS. RICE: But, Mr. Hervey, this is a press
was authorized by you, approved by you --

MR. HERVEY: In much more detail. There was
detail behind it. But let me go through a --

MS. RICE: Butthe message in it, are you sa
that was not the message in it?

MR. HERVEY: Let me go through a time line w

MS. RICE: Mr. Hervey, we have time constrai
just went through a time line, and I'm asking you t
those are correct quotes from the press releases th
yes or no?

MR. HERVEY: They may well be.

MS. RICE: Okay. So now, Mr. Bruckner, I'd

you. National Grid, under the MSA, was contractual
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to provide emergency planning, would you say that t
correct statement?

MR. BRUCKNER: We provide emergency plans to

MS. RICE: Okay. Now to that end, National
six months prior to Sandy, hired a senior coordinat
name of Bob Iberger, or | should say you hired Bob
he was given the title of senior coordinator, and t
other coordinators in that emergency management dep
would you agree with that? Were you the one who hi
Mr. Iberger?

MR. BRUCKNER: No, ma'am, | was not.

MS. RICE: Okay. But he came in as a senior
correct?

MR. BRUCKNER: I'd have to check what the ti
is, but he did come into the organization.

MS. RICE: [I'm sorry?

MR. BRUCKNER: I'd have to check on the actu
| do know he came into the organization as a manage
organization.

MS. RICE: Okay. Now you put him to work --
put on right away, he was put to work, and in fact,
was develop a plan for, among other things, coordin
municipalities regarding debris removal from street
trees and wires. | mean, this is really important

had a very lengthy history with the police departme
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department. He was well-versed and very skilled.

Now the plan that he prepared was done, was co
the time that Sandy came, however, had not yet been
It had to go through an approval process; is that ¢

MR. BRUCKNER: No, that is not correct, ma'a

MS. RICE: Well, that's what he told us.

MR. BRUCKNER: Mr. Iberger was not responsib
putting that plan together. One of my directors, o
directors was responsible for putting that plan tog
the lessons learned coming out of Hurricane Irene.

MS. RICE: Okay. Well, that's news to Mr. |
because he actually told us that that's what he did
as it may, he did hold the title of senior coordina
emergency planning; is that correct?

MR. BRUCKNER: Again, I'd have to check on t
title, but he is in that group of emergency plannin
did not and was not responsible for putting togethe
procedure. He was not the responsible person for t

MS. RICE: Are you going to be able to confi
had the title of senior coordinator or not? You ha

MR. BRUCKNER: Yes. I'd have to check on tha

MS. RICE: Okay. So let me just tell you, t
told us that his title was.

MR. BRUCKNER: Okay.

MS. RICE: So he had no -- that was the titl
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well, | guess this is a silly question since you do

if that's his title, so I'll move on. So during th

the storm, we understand that Mr. Iberger, a very h
qualified individual, was actually put in a Suffolk
as an information coordinator; is that true? Were
that?

MR. BRUCKNER: | believe he was put into the
MS. RICE: Okay. And the other two coordina
worked in the emergency planning with him were at t

Grid headquarters; is that correct?

MR. BRUCKNER: | believe we did have coordin
as well.

MS. RICE: Okay. So as a result of Mr. Iber
transferred to or told to report to the Suffolk Cou
information coordinator, | guess it's clear and obv
that he had no role of implementing the plans that
least a part of if he did not prepare that --

MR. BRUCKNER: No. | wouldn't agree with th
you're talking about several different issues, so |
about the --

MS. RICE: Let me just ask you this, was he
or was he assigned to the Suffolk County OEM?

MR. BRUCKNER: He was assigned to the Suffol

MS. RICE: Okay. So he did not have -- he w

the field actually implementing any of the debris r
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or anything else that he may have taken part in dur
months that he had been employed by National Grid.

MR. BRUCKNER: He would not be assigned to o
in any of the field activities of the wire down and
removal working with the municipalities. That is a
be performed by a qualified high voltage lineman, w
assigned to those organizations.

MS. RICE: Were you aware that county offici
frustrated because Mr. lIberger actually, as an info
coordinator, did not have any information to impart
people in the OEM in this emergency situation?

MR. BRUCKNER: | am not aware that they were
with him and that he had no information. | don't a
had no information. There was information that was
those positions as well.

MS. RICE: Okay. Well, the fact that -- wel
to ask you in a minute what information was given t
the fact that both Mr. Iberger and people who were
say that he had very little information, is that co
you? That he did not have -- I'm not sure what inf
you're talking about him having, but he himself sai
not out in the field, and he just could sit there a
for him to get information from outside sources.

MR. BRUCKNER: Yes. | would not agree with

Mr. Iberger or the people that we have located at t
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locations are provided talking points that come out
operational meetings that we spoke about earlier, a
talking points and updates are provided to them to
those OEMSs.

MS. RICE: So the information that he was gi
of talking points?

MR. BRUCKNER: Summaries of the updates that
at the operational meetings twice a day.

MS. RICE: Okay. So let's go to the issues
hardening. So in a blue sky situation, Mr. Bruckne
direct the questions to you, Section 4.3 of the MSA
National Grid's responsibility to repair the T & D
transmission and distribution system, and it furthe
repair as those non-routine, nonrepetitive activiti
for operational continuity, safety and performance,
due to failure or to avert a failure of the T& D s
of its components.

Now also part of the MSA is the word "performa
as an enforcement mechanism of LIPA's general overs
National Grid as the manager of the T & D system.
Grid could be assessed performance penalties for fa
or sustain any of those metrics that | talked about
those performance metrics. Were you aware of that?

MR. BRUCKNER: Ma'am, I'm not sure what the

metrics that you're mentioning specifically are. T
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appendix that cites the performance metrics.

MS. RICE: That's all I'm talking about. I'
about the specificity of it. Just that there were
metrics built into the MSA.

MR. BRUCKNER: There are performance metrics
built into the MSA.

MS. RICE: Now during a force majeure event,
Grid -- this is part of the MSA as well -- these ar
situations, National Grid shall be relieved of its
comply with a performance metric, and such noncompl
not constitute an event of default to the extent an
period during which the operation of the T & D syst
affected. Would that be correct? So during -- the
performance metric that applies during a gray sky s
would you agree that that's what the MSA says?

MR. BRUCKNER: No. | believe it says that t
opportunity to declare the force majeure event, not
| don't believe and I'd have to check --

MS. RICE: Well --

MR. BRUCKNER: But | believe that if itis d

MS. RICE: Right. A storm event --

MR. BRUCKNER: Well, it doesn't say thata s
is. It says that one can be declared a force majeu

MS. RICE: Right. And in the event that it

to be such, the performance metrics go out the wind
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don't apply, because there's an emergency situation
a blue sky day. Would you agree that that's the po

MR. BRUCKNER: The performance metrics do no
storm of the significance of Sandy.

MS. RICE: Thank you. That's exactly what |
So you were agreeing with me, that performance metr
suspended during an emergency storm event?

MR. BRUCKNER: Yeah. They may be. We have
an issue that we discussed with LIPA. We provide a
of force majeure and they respond to that.

MS. RICE: Okay. And as part of that, when
that, you no longer have any performance metrics, s
going to -- you can't be penalized, correct?

MR. BRUCKNER: The performance during that st
count towards that metrics.

MS. RICE: Okay. And also, there is also a
Mr. Beisner, if | can just have Mr. Bruckner's atte
be grateful -- there is also a provision that allow
emergency situation, for the manager to be reimburs
through expenditure for costs incurred by the manag
connection with the storm then. Are you aware of t
in the MSA?

MR. BRUCKNER: The ability to pass through co
storm is because the cost for a storm are not --

MS. RICE: I'm not asking for an explanation
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just asking you if that is true. If during a storm
manager -- this is in the MSA -- the manager, Natio
shall be re -- I'm reading directly from MSA Sectio
manager, National Grid, shall be reimbursed as a pa
expenditure for costs incurred by the manager in co
a storm event, would you agree that that provision

in the MSA?

MR. BRUCKNER: | would agree that there is a
cost in the MSA for storms, because the cost of sto
included in our fee.

MS. RICE: Okay. So basically under those t
provisions, there really is no motive for National
anything above and beyond just the basic what they
They can't be held financially responsible. The pe
metrics go out the window. Whatever costs they inc
through to LIPA. Would you agree?

MR. BRUCKNER: No. | think the -- 1 would n
that statement. The costs that are passed through
to be appropriate costs, and they are audited both
Grid and LIPA, and the costs that are passed throug
costs that are found to be appropriate costs.

MS. RICE: But with those two provisions, wo
that there could be the possibility that National G
have the incentive to actually adequately prepare,

of the responsibility is going to fall on them, per
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built into the MSA.

MR. BRUCKNER: No. | don't agree with that.
MSA --

MS. RICE: We can agree to disagree.

MR. BRUCKNER: Well, in the MSA, we are also
prudent utility practice standard.

MS. RICE: We can agree to disagree.

MR. BRUCKNER: So in addition to the cost, w
accountable to a prudent utility practice standard.

MS. RICE: So let's talk about the Navigant
report that was -- | guess this goes back to you, M
Okay. In July 2006, Navigant Consulting issued a r
LIPA. It analyzed the initiatives to focus on enha
durability of LIPA's T & D system to withstand a se
They recommended some capital infrastructure improv
including reconfiguring substations to avoid equipm
during flooding, right? That was one? It was on p
correct?

MR. HERVEY: That's correct.

MS. RICE: By the way, we had flooding at how
substations?

MR. HERVEY: Eight substations.

MS. RICE: Eight substations were completely

MR. HERVEY: Just to correct a word that you

recommended. This report was really a list of all
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things that could be done. It was a recommendation
examine those, further examine those and do those.
report that says these are the types of things you

MS. RICE: Mr. Hervey, everyone in this room
that Navigant was not in a position to tell LIPA wh
That LIPA saw fit to pay them an enormous amount of
give them advice and counsel. Are you telling this
that you did not take that, after spending taxpayer
hire them to do just that?

MR. HERVEY: First of all, there were no tax
involved with this.

MS. RICE: Who paid the money?

MR. HERVEY: LIPA's source of funds come fro
customers.

MS. RICE: The customers. The ratepayer. I'
misspoke. | meant the ratepayer.

MR. HERVEY: So what we did --

MS. RICE: As if that's any better. I'm sor

MR. HERVEY: From the very heavy gulf states
season in 2004 and 2005, we took a proactive step o
could we do, and we believe this was the first in t
to ask a nationally recognized consultant what are
things that we can do to better prepare the system.

That report was the result of that request, an

essentially a list of the types of work that we cou

PRECISE COURT REPORTING
(516) 747-9393 (718) 343-7227 (212) 581-2570

that we

It wasn't a
have to do.
understands
at to do.
money to
Commission

dollars to

payer dollars

m our

m sorry. |

ry.
"hurricane

f saying what
he northeast,

the types of

ditis

Id do, and as

56



12-20-12 Moreland

© 00 N oo o b~ w NP

N RN NN NN R R R R R R R R R R
g N W N P O © 0 N O O M W N B O

you've read it, you notice that they're listed in v
of impact that they could have and possible costs t
might have.

MS. RICE: Okay.

MR. HERVEY: So we looked at that report, an
at the possible projects that we could do over a pe
that would address some of those issues.

MS. RICE: So do you think that it was incum
you, after spending ratepayer/customer money -- how
this report cost by the way?

MR. HERVEY: It was in a manner of a few hun
dollars | believe. It was a relatively modest cons
engagement.

MS. RICE: Okay. So let me just go on. Som
other thoughts, ideas, | won't use the word "recomm
that they made, hardening substation control houses
control equipment to withstand high winds, rain and
protecting distribution equipment and structures fr

displaced or damaged by a storm surge in low lying

fact, upgrade the Outage Management System. So tho

all -- were any of those done before Sandy?
MR. HERVEY: Yes.
MS. RICE: Which ones?
MR. HERVEY: The whole program is about 25 p

complete. Ultimately, we landed on about a 25 year
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half a billion dollar expenditure.

MS. RICE: | hate to interrupt you, but | wi
the announcement that you made in June of 2007 that
going to be -- that LIPA was going to be proceeding
hardening program which was to be -- is this the $5
year program?

MR. HERVEY: That sounds right. | don't rec
but that sounds correct.

MS. RICE: And that was meant to reduce the
damage that can be inflicted upon Long Island's ele
system by severe storms, such as hurricanes and tro
which | think is a great idea, and I'm sure the cus
too.

Now, by the way, the release specifically also
that hardening program was in addition to its norma
capital expenditures. So I'll tell you that the Mo
analysis of LIPA's storm hardening allocation appea
that LIPA has fallen well below the promise of $25,
year. In fact, in 2007, the allocation was 4.7 mil
percent of what it should have been, 2008 it was 11
was 13.3, 2010 it was 7.3, and 2011 it was 7.5. Va
everywhere from 44 percent, 53 percent, 29 percent,
below what it should have been.

MR. HERVEY: | believe that analysis indicat

misunderstanding of the budgeting program, and is i
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MS. RICE: Well, we're just going by what yo
your 2007 statement, which was we're going to engag
process. We're going to invest $25,000,000 a year.
long term. This is massive storm hardening.

MR. HERVEY: Yes. And we've invested --

MS. RICE: So we're using your numbers.

MR. HERVEY: We've invested at least $25,000
And the number that I'm questioning is you're proba
up off our annual capital budget a line item that s
hardening, which is a type of project that only --
reason for the project is to do storm hardening. B
the process, we also changed many of our design cri

For example, you mentioned elevating substatio
So these days when we do a substation, do work in a
in a flooded zone, as part of that work, we elevate
substation equipment. That adds additional cost to
that it wouldn't otherwise cost, and that is additi
hardening dollars that are spent, but they are insi
different budget.

So when you go back and look at the various bu
various projects inside of the budgets, that one i
called storm hardening is definitely not the only p
spend storm hardening dollars.

MS. RICE: Okay.

MR. HERVEY: And when we've gone back, for e
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the next year, we estimate we have $35,000,000 in ¢
storm hardening, although the budget line item only
something million.

MS. RICE: So let me just say, maybe | shoul
this at the outset, the point of this Commission is
reiterate what was said in 2006 or 2010. Thisisn
be the third time you're going to hear you really n
these improvements. So understand that that's not
this Commission.

MR. HERVEY: | understand. But --

MS. RICE: But what I'd like to do is talk a
comments, actually, from one in March of 2012 from
actually, who stated that Hurricane Irene quote "Re
numerous shortfalls in the existing OMS system," an
followed up by you, Mr. Hervey, a comment by you in
2012 where you stated, talking about -- this is wha
quote, "It is a huge computer system. After Irene,
immediately accelerated that process of upgrading,
that, it is still an 18 month to two year process.
have liked to have had it up and running for now, b
such a large magnitude computer system, that it tak
long."

So now LIPA, upon the DPS review, provided a t
the initial OMS implementation time frame, and it s

the development beginning in January 2011, and in a
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world, production, ultimate transition in August, b
and October of 2012, which we know did not happen,
production ultimately being completed between Novem
December of 2012. So that was the time table that
set, Mr. Hervey.

MR. HERVEY: That was an initial conceptual t

MS. RICE: That was the time table you set,
consumer has a right to rely on that actually. Let
briefly about after action reports. You know, a lo
made mention of lessons learned, and | think it's -
would agree that it's both LIPA's practice and Nati
practice to engage in a level of Monday morning qua
Let's see what we could have done better. Let's ge
lessons learned memo in, after action report so we
this never happens again.

Has anyone on this panel asked for an after ac
from anyone who reports to any of you?

MR. HERVEY: On this incident?

MS. RICE: Yes.

MR. HERVEY: It's a matter of course that we
after action report.

MS. RICE: No. No. That's not what | asked
has anyone on this panel actually asked anyone who
you to prepare a lessons learned after action repor

MR. HERVEY: Yes. Nick has requested that fr
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Grid.

MS. RICE: Okay. Just news flash to you, no
spoke to employed by either National Grid or LIPA t
they were asked. Now, maybe you did. Was this don
last week? But up until -- every single witness we
said that they had not been asked that.

MR. HERVEY: We will point out we're not don
storm event yet, though.

MS. RICE: Okay.

MR. HERVEY: And it wouldn't be time for it a
This is not the appropriate time for it.

MS. RICE: Okay. Butlet me just say that t
essence. We are coming into winter season, okay?
say that this is not the time to learn, | think is
wise thing to me. | just have a quick question for

MR. HERVEY: There is an established procedu
action report procedure that follows -- that govern
action reports and root cause failure analysis. It
done as a normal course of business without a reque

MS. RICE: Okay. Mr. King, | have a couple
for you. National Grid is --

MR. BRUCKNER: Ms. Rice, can | please answer
as well?

MS. RICE: What question?

MR. BRUCKNER: You asked about --
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MS. RICE: After action reports?

MR. BRUCKNER: You asked, you made a stateme
respect to the employees that work for National Gri
asked to perform --

MS. RICE: The ones we spoke to. That's cor

MR. BRUCKNER: The ones that you spoke to.
ones that you spoke to do know that we are to perfo
action review, and they know that they would be tak
it, and | know they would not be taking part in it
restoration was complete, because they continue to
restoration efforts that are ongoing, as well as re
continue to be made and decisions on repairs to be
system. So we embark upon an after action review a
conclusion. And that has been talked about at my s
as well consistently since the -- midway through th
practice.

MS. RICE: Dually noted. I'm just telling y
employees told us. Mr. King, National Grid is pres
Massachusetts, New Hampshire, Rhode Island and New
of your international business of this UK based cor
fact, it's true that 50 percent of your business is
US; is that correct?

MR. KING: It's about 40 percent.

MS. RICE: 40 percent? Okay. So you would

that you were notified on or about December 28 of 2
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lost the bid to manage the power system for LIPA ef
January 1 of 2014, correct?

MR. KING: You're referring to the Massachus

MS. RICE: No. Here in New York.

MR. KING: In New York. Could you please re
question?

MS. RICE: | was asking if you were notified

December 28 of 20 -- well, we can talk about them.
there are members of the panel of the Commission he
questions about that, but you were notified, isn't
assume, and tell me if I'm wrong, that on or about
that you lost -- of 2011, that you lost the bid to
power system for LIPA effective January 1, 20147

MR. KING: That's correct.

MS. RICE: Okay. And while it's likely that
workers will be retained in whatever new entity is
more than likely that senior management will be rep
you agree with that?

MR. KING: | think that's going to depend on
entity that's doing the contract, will make a deter
who they would like to hire and transition with.

MS. RICE: So tell me, did National Grid wit
from their New York operations from that date on, k
you had a date certain that you would no longer be

MR. KING: Absolutely not. We have signific
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operations, both gas, our commitment contractually

MS. RICE: | know about the gas.

MR. KING: -- as well as upstate. We are fu
to New York.

MS. RICE: Okay. So my question is, how har
pushing for a five year say storm hardening plan wh
you're only going to be here for the next year?

MR. KING: The storm hardening plan, emergen
all that activity is something that we do as a matt
We push hard on it across the board. Again, it'll
the contractual relationship between National Grid
how they want it to push over the next 12 months.

MS. RICE: Okay. Great. Thank you.

MS. CALCATERRA: Now we're going to open up
the other Commissioners. Yes. Peter Bradford.

MR. BRADFORD: | have -- as long as you have
microphone, Mr. King, | have a couple of questions
then once answered, I'd like to pursue further with
Grid side of the table. Does National Grid have a
contractual arrangement like this, like the one you
LIPA anywhere else in the US?

MR. KING: Anywhere in the US as far as mana
party's transmission and distribution system?

MR. BRADFORD: Yes.

MR. KING: We do not. This was part of the
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the obligations we took on as part of the merger wi

MR. BRADFORD: How about elsewhere in the wo

MR. KING: There are joint ventures and mana
contracts elsewhere in the world. Yes. It would b
United Kingdom. But to this scale, no.

MR. BRADFORD: Thanks. I'd like to ask a li
about the Navigant report, but I'd like to ask it o
National Grid folks. It was done, of course, as a
LIPA, but was it then presented to you for your ass
reaction in any way, back in the 2006-7 time frame?

MR. BRUCKNER: So I'll answer that question.
recently was brought back to our attention, and | d
seeing that report in 2006 or when it was issued.
recently brought back up, | did ask my staff who is
well, and they had no recollection and no record of
that report at that time, of the Navigant report.
where we are.

MR. BRADFORD: | guess I'm surprised. In th
me turn to the LIPA side of the table. You've got
expertise that National Grid brings. You've got th
your system. You've got a Navigant report that pro

number of initiatives and says in quite a number of

they would not only benefit emergency response, but

system operation generally. Why wouldn't you have

National Grid for their assessment of it?
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MR. HERVEY: Well, | think John answered the
accurately and very precisely. As we went back and
that, we did find -- and keep in mind that's quite
years ago -- that there were some, at that point in
Keyspan people that were involved, National Grid pe
were involved that are no longer with the company.
in fact, as part it, Navigant did poll and have bra
sessions with some National Grid folks at the time.

| think the important thing, though, is that t
capital budgeting process and the standards that we
and the designs that were put in place, that the re
report were implemented through the capital project
approves and that National Grid implements. So the
thing is the results of the report were implemented

MR. BRADFORD: Okay. So here's what | had h
feel for by understanding how the Navigant report w
but let me ask it in a different way, then. To the
National Grid was concerned about any aspects of em
response, or for that matter, any aspect of system
that was going to require significant expenditures
give me a feel for how you would go about interacti
with regard to those concerns? Would you make capi
expenditure recommendations?

MR. BRUCKNER: Are you referring to storm ha

specifically in the --

PRECISE COURT REPORTING
(516) 747-9393 (718) 343-7227 (212) 581-2570

guestion very
looked at

a number of
time,

ople that

So we did,

instorming

hrough the
re developed
sults of the
that LIPA

important

oped to get a
as handled,
extent that
ergency
operations

of money,

ng with LIPA

tal

rdening

67



12-20-12 Moreland

© 00 N oo o b~ w NP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MR. BRADFORD: Well, | mean, storm hardening
we're concerned about, so sure. Let's talk about -
we could do it through the vehicle of the Navigant
apparently that's not going to work.

MR. BRUCKNER: So as the annual capital budg

proposed, and we do propose or recommend the budget

does include areas where LIPA does have a category
hardening. So our engineering organization does re
projects along the lines of storm hardening, whethe
reinforcing poles that have, you know, smart type o
technologies on it so that they can have the withst
major hurricane, and you know, road crossings, area
has agreed or categories that LIPA has agreed are c
respect to storm hardening. So whether it's road c
transmission lines or, you know, reinforced poles o
poles to withstand that would have important equipm
Not a regular distribution pole, but a pole that ha
expensive piece of smart grid technology on it.

So we would make those type of recommendations
the categories of storm hardening that they have in
budget.

MR. BRADFORD: Okay. And for any of you on
the table, can you give me any specific examples of
recommendations like that that LIPA rejected?

MR. BRUCKNER: | cannot think of a recommenda
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the lines of storm hardening that LIPA had rejected
back to Mike Hervey's comment about elevating subst
flood zone areas and we did have a project where we
substation, and it was a new piece of equipment tha
to be put in there, and it was recommended that it

an elevated fashion as a new piece of equipment in
new specification around storm hardening. And that
approved. So that's the only one else. | can't th
other one that was not approved.

MR. BRADFORD: How about you two haven't had
talk all evening, let me give you an opportunity no

MR. BEISNER: No.

MS. GENOY: No.

MR. BRADFORD: What about the OMS, were your
concerned about its potential shortcomings? Forget
Navigant report now, what was the sense within Nati
about that system?

MR. BRUCKNER: The OMS system, as Mr. Hervey
did perform. A decision whether or not --

MR. BRADFORD: I'm sorry, did perform?

MR. BRUCKNER: Did perform.
MR. BRADFORD: When?
MR. BRUCKNER: Well, it has performed histor

So as to a recommendation to replace the OMS system

was a -- that's an investment decision that LIPA ne
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| will say that in -- and | don't have the exa
frame, but 2006, 2007 time frame, National Grid did
an RFP for an OMS system across their networks in N
New England to replace those OMS systems, and asked
participate in that RFP as well, which they did. A
selection phase of that RFP, LIPA did decide to go
different direction, and Mr. Hervey spoke about the
they were going to. They did not go with the same
National Grid went to.

MR. BRADFORD: And what product did they go
and 7? | had understood that decision was --

MR. BRUCKNER: Again, the time line was arou
have to check the actual time line where we actuall
with an RFP. We did go out with an RFP to replace
systems in our National Grid footprint. LIPA did p
the development of that RFP. And again, subject to
time frame, | don't recall the exact time frame. 2
perhaps. But | would have to check.

By the time the RFP process was finalized and
a vendor was selected, it was certainly later than
LIPA did, again, as Mr. Hervey indicated, go ina d
a different product, but did move towards a pilot p
replace their old OMS with a new system.

MR. BRADFORD: Mr. Hervey, now let me ask yo

just to clarify for myself something you said earli
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understood you correctly, you said along about 2009
ownership of the OMS system?

MR. HERVEY: That's right.

MR. BRADFORD: Who did you take ownership fro

MR. HERVEY: From National Grid. Several of
back to the MSA, you'll see these as assets that Na

Keyspan before that, retained ownership of in the o

transaction, and the Outage Management System was o

So we were able to negotiate | believe in 2010, as
2009 issue, that we would take over ownership of th
that point, we felt then we had the clear right to
to begin replacing that system once we had ownershi
MR. BRADFORD: s it still the case that Nat
owns some of the assets on Long Island, but LIPA ow
MR. HERVEY: There are certain critical infr
-- excuse me, there is certain infrastructure in co
systems, in buildings, etcetera that National Grid
are part of the issue of what we're transferring ov
negotiated with National Grid to take over going fo
the new service provider. But | think between the
we've been clear all along who owns what, and you k
just part of the contract that we work under that s
some of the facilities, for example, buildings are
by National Grid.
MR. BRADFORD: Right. But before you took o
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2009 of the OMS system, it would have been National
asset, and so it would have been National Grid's de
whether to -- investment in it would have been inve
asset of National Grid's, not an asset of LIPA's?

MR. BRUCKNER: No. | believe -- and again,
check, I'd have to reconfirm -- in the MSA with res
investments, | believe the investments at that time
investments or investments that were made in the OM
would be made by LIPA. But | would have to check.

MR. BRADFORD: But even if they were made by
your asset?

MR. BRUCKNER: Again, | would have to check
frame of that.

MR. BRADFORD: Just one last question. Mr.
regard to the customer complaint process, if at the
process of going from National Grid to you and back
Grid the customer is still dissatisfied, is there a
they can go?

MR. GERMANO: Well, in the process that we h
within the tariff, there's an appeal process that b
and goes to the chief operating officer for conside
subsequent to that, you have the process with the C
Protection Board, so there's an outside agency wher
can go to.

MR. BRADFORD: And is the customer routinely
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that possibility say in a bill insert or anything?

MR. GERMANO: It's on our website. And int
when we put out the rights and responsibilities goi
we will be putting that in there.

MR. BRADFORD: Yeah. I'll tell you why | as
just been told that the Public Service Commission,
last storm, got 5,000 customer complaints from Long
of course, they have no jurisdiction over complaint
So apparently a lot of customers didn't know that t
appeal route to the Consumer Protection Board.

MR. GERMANO: Yes. | think part of that is
Obviously from the history of LILCO and then Keyspa
on, customers are just used to the fact that they h
to appeal to the PSC. But during the preparations
storm, we did reach out to both the Public Service
staff and the Consumer Protection Board to really t
sure that we had that collaboration in terms of pas
the complaints that go up to the PSC, directly to t
LIPA has in dealing with those issues, as well as w
Consumer Protection Board. But the vast majority o

complaints did come from the Public Service Commiss

aware of any that might have come from the Consumer

Board.
MR. BRADFORD: Thank you.
MS. CALCATERRA: Chairman.
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CO-CHAIRMAN ABRAMS: Mr. Hervey, this Commis

asked to make some potential recommendations to the
and/or the Legislature about structural changes in
ask you directly, do you think there should be any
the current arrangement?

MR. HERVEY: Well, | think it's clear that w
begun to make those changes. The form of the contr
put out in 2009 and '10, recognizing in 2013, the e
excuse me, the end of 2013 the contract with Nation
end, the form of contract was significantly differe
contracts that we previously had. And | think that
recognized that even though National Grid's a pheno
and is a good utility on its own right, that we nee
at a different contractual arrangement going forwar
going to continue this public/private partnership a

So we have recognized that. We've managed wit
constraints of the contract so far. But we recogni
improvements to be made going forward, and we've pu
improvements in place.

CO-CHAIRMAN ABRAMS: That's the contract. W
structure?

MR. HERVEY: The structure's fine.

CO-CHAIRMAN ABRAMS: It's fine? Having LIPA
employees with its -- District Attorney Rice talked

branding, with all the folks going out there saying
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but under the contract you have somebody else who's
responsible. Commissioner Bradford just said that
complaints go to the Public Service Commission. Yo
the exact same structure?

MR. HERVEY: So the issue is there, and the
could work and it could under the right contract.
that we have is -- and you asked Mr. King some of t
guestions and he got at that -- is this is a struct
used in fact in some other areas of the world. It'
common in the US, but it is a structure that can wo

CO-CHAIRMAN ABRAMS: Can work. Might work.
any ideas for any structural change?

MR. HERVEY: Yes.

CO-CHAIRMAN ABRAMS: What I'm hearing from y
far, other than the strength in contract that you t
you haven't answered to me structural changes from
structure?

MR. HERVEY: In 2010, we commissioned a stra
that looked at a range of structural changes from w
at that time full municipalization, bringing all th
in under a LIPA umbrella as a true, fully integrate
power utility, a continuing ongoing public/private
and also privatization of the utility. Putting it
investor-owned utility.

At the end of the day the analysis that was do
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of those can work, any of those processes can work.
downside of a privatization scenario was that it ca
increase, dramatic rate increase because of the los
public authority's ability not to pay federal taxes
lower cost money. So even as LIPA was created in 1
dropped at that point by about 20 percent, the stud
done in 2010 indicated that a privatization scenari
rates by about 20 percent going back to investor-ow
At the same time, a full municipalization mode
examined, along with the public/private partnership
those were deemed to be about equal in their effect
Some with some pluses and some with some minuses in
ultimately, though, the business risk, meaning the
service and business disruption, was higher in tran
a full municipalization. So since they were about
and about equal in service level, we decided -- we
and the board accepted, that going to a future publ
partnership with a modified contract scenario would
safest for our customers from a transition standpoi
the lowest cost alternative at the same time.
CO-CHAIRMAN ABRAMS: Okay. Can you answer m
Do you recommend any structural changes in LIPA?
MR. HERVEY: Absolutely. | just indicated -
No. No. You told me a

CO-CHAIRMAN ABRAMS:

2010 and various options and it ultimately consumma
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recommendations for a change and altered contract.
you whether you see any structural changes in the e
structural operations of LIPA?

MR. HERVEY: It may be desired. There are m
structures that could work.

CO-CHAIRMAN ABRAMS:
us for any changes in the structure of LIPA?

MR. HERVEY: | would recommend that going fo
the utility implement the plan that's put in place
to the new contract.

CO-CHAIRMAN ABRAMS: Mr. King, how about you

MR. KING: | haven't studied it, so | don't h
specific recommendation. | think it's something th
to look at to determine how best it wants to struct
authorities that it has certainly jurisdiction over
encourage --

CO-CHAIRMAN ABRAMS: The state, you know, we
asked to do that. I'm asking you whether you have
recommendations for any new structure, any changes
current structure?

MR. KING: | don't -- | have not studied it.
have a specific recommendation. What | would encou

CO-CHAIRMAN ABRAMS: So Mr. Hervey and Mr. K
been operating as high level executives under the s

with all the reports of the disaster and the confus
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local communities and the people about communicatio
10,000 employees coming in from all over the countr
us that they're sitting idly without appropriate ma

going on, no recommendations to this Commission abo
change from the existing situation.

MR. KING: Mr. Chairman, if you allow me, th
complex structure. It's a very complex issue. It'
something | can answer in one sentence. The thing
the Commission to focus on is what's the best econo
for the people of Long Island, and let's put a stru
together for the people of Long Island that makes t
economic sense.

CO-CHAIRMAN ABRAMS: So neither of you have
recommendations to us tonight about structural chan

MR. KING: | do not, sir.

MR. HERVEY: | don't either.

MS. CALCATERRA: Mark Green.

MR. GREEN: I'd like to follow up with what t
General asked and what the District Attorney asked
Mr. King. You were asked, in effect, whether you |
motivation to harden facilities or continue capital
when you discovered that you would not continue wit
contract in 2014. You said no. Why not? That is,
car or | own a car, | treat it differently not beca

person as a renter or an owner, | have a different
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incentive. So, again, this is not white hat, black
why wouldn't you say "hey, I'm not going to be arou
to take a short horizon rather than a long horizon"

MR. KING: No. And I can let you follow up.
very, very important issue for us. We have a signi
business on Long Island and we have a significant o
across New York. How we show up and perform is ver
to us all the way through the end of this contract.

So that's why. That's what drives us from a m
standpoint, is we're present, and we intend to be p
York and show up as well.

MR. GREEN: Did you want to answer that, Mr.

MR. BRUCKNER: No. That's exactly the point
to make. The only other clarification | wanted to
concept that why National Grid wouldn't investin s
hardening, because capital investments are LIPA's a
That's the only other clarification | wanted to mak

MR. GREEN: Mr. Hervey, you referred to the
municipalization versus privatization and the compa
economic benefits. | assume that study is not publ
just a private study that you commissioned?

MR. HERVEY: | would have to check. | belie
essentially public.

MR. GREEN: I'd very much appreciate as one

whether it is public, or a summary at least, and wh
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could see that. Because that is among the issues t
looking at.

MR. HERVEY: If | could, may | take a moment
with counsel?

MR. GREEN: Please. Sure. Take a moment.

MR. HERVEY: Yes, those are public, they're
website, and | believe we've produced them to you.

MR. GREEN: Very good. Thank you. | look f
taking a look at that. You were speaking about the
economic pluses and minuses, municipalization, priv
cost of money, and some were close economically. C
you a version of the question | just asked Mr. King
noneconomic motivation, that is, storm preparedness
emergency response, two of the issues that this pan
quite -- we're not uninterested in the economics.
they're related. So going to Bob Abrams' question,
and | understand why you wouldn't want to propose a
change given your, you know, your situation, that's
legislative and gubernatorial function, could you c
municipal model and a private model when it comes t
and post Sandy, there were failures. We don't know
were individual failings or structural failings, bu
not -- I've never been a utilities regulator, | hav

consumer regulator, and I'm interested in the divis

management and ownership and how that affects priva
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performance in the marketplace.

So could you address what you think went wrong
during and after Sandy version of what Bob Abrams a
then whether a different structure could have respo
differently than the model that you say is not freq
America? Doesn't mean it's bad, but it means it's

MR. HERVEY: So let me just talk about the p
overall relative to that, and you used the word "fa
certainly would not buy into that scenario, that th
here. But we did tell our customers seven to 10 da
expectation before the storm as it was forecasted,
when only one storm was forecasted and not the seco
was on top of it, that it in fact extended the rest
We were on a path for restoration in approximately
day period before the second storm.

That seven to 10 days is important, because th
experience that we not only have on our first syste
experience that we see on systems up and down the e
that are affected by storms, whether that's public
municipal type system or whether that's investor ow
typical response that we see from the Florida to th
into Maryland is that a hurricane of this type will
that will take that long to repair.

So from the standpoint of repair, whether it's

or whether it's investor-owned utilities, we all us
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the same work methods, we all use essentially the s
processes, and in this case, we had the advantage o
power, as a municipal, with National Grid as an inv
utility, we had the advantage of actually drawing f

of pools of labor when we bought off Island crews i
the advantage, a very unique advantage here bringin
power entities in to help us and investor-owned uti
help us.

So in my opinion, from looking at the utilitie
worked both in public power and investor owned, the
methodologies that we used for storm preparation an
are very, very similar and indistinguishable from e

MR. GREEN: About 75 percent of power in thi
investor owned, 25 percent municipal. You had disc
the competing economics of the two, and that a cert
of privatization could lead to a 20 percent increas
ratepayers. What would be the impact of municipali
ratepayers? Because, of course, then you're less a
anxious about shareholders.

MR. HERVEY: So we essentially as we are hav
advantages of the municipalization from a financial
Our debt is financed with tax exempt debt. We don’
taxes. What is different on Long Island that's not
public power is we also pay local tax. Most public

not pay local property taxes. We pay almost $600 m
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in local taxes. So that is one thing that is diffe

But the full municipalization model that we sp
would be bringing all the employees over to be empl
LIPA. The study indicated, and | believe thisto b
that was essentially the same cost as the model tha
under now. But it also indicated that the disrupti
to invent all these computer systems, as an example
transition period of trying to bring the employees
the state systems, to the state pension systems, th
benefit systems, those were complexities that made
transition complex and troublesome from a standpoin
continuity.

MR. GREEN: In terms of change in the comput
I'm not a computer expert, but why not? On the way
the LIRR. Sat next to a lovely woman whose brother
happens to work at LIPA. | didn't ask her name bec
want to create a family problem. 1| said, "I may be
Mr. Hervey and others tonight, what would you like
And she said, "Well, on the LIRR, they give us an o
rider to give them our cell number, so if there's a
breakdown or a problem, they text us. | opted for
been enormously helpful." Now --

MR. HERVEY: That is a fantastic example and
exactly that same service. On a day like today, a

sign up for our text service, get that information.
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an outage, you'll get a text back. That is very st
forward. We have exactly that --

MR. GREEN: And obviously during Sandy.

MR. HERVEY: Now the difference is, and very
example, | appreciate you bringing it up, the diffe
that when the LIRR had to take their facilities out
because of Sandy, they did not text anybody and say
from today we'll have that train back up and runnin
schedule, because it's a magnitude -- it's a disast
different magnitude. That's a very similar situati
had. On a sunny day like this or even normal storm
likely to have overnight, we can tell customers wit
of hours on when their power will be back on, and w
text or the web or the telephone to do that, any nu
paths.

But on the magnitude of disaster such as Sandy
the railroad was not able to tell when that railroa
back on, or the tunnel system was not able to say w
tunnels going to be pumped, we could not give that

MR. GREEN: If | can just follow up, though.
dealing with the LIRR and one tunnel and one track,
issue when it may come back on line. With a millio
customers, each one is in a different community and
so isn't it not parallel, because you could tell a

street, "it's likely you'll be up in a day or a wee
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or don't need a licensed electrician to fill out a
we re-power," because there was obvious confusion a
So your analogy to the two is interesting because b

MR. HERVEY: And | believe your follow-up ex
demonstrates the complexity, how much more complex
system is.

MR. GREEN: Yes.

MR. HERVEY: Of 1.1 million customers versus
four train lines.

MR. BRADFORD: Right. Okay. Thank you.

MS. MAHONEY: | just have a couple brief que
Is -- thank you, Mark. The prudent utility standar
were referring to, is that a Public Service Commiss
license? Where does that term come from?

MR. BRUCKNER: Ms. Rice referenced the MSA b
the prudent utility practice standard is included i
a standard, a standard of care that we're required
contractually obligated to abide by.

MS. MAHONEY: That isn't absolved during thi
majeure the way the performance metrics are? Is th
were --

MR. BRUCKNER: That is what | was referring t
not absolved during an emergency.

MS. MAHONEY: s that just something that's

contract, or is that a standard that you're held to
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license or through the Public Service Commission?

MR. BRUCKNER: | would have to check. I'm n
that.

MS. MAHONEY: Okay. And then | had another
about you mentioned two municipalities, one was New
and | don't remember the second, where this -- it w
smoothly with the need for a licensed electrician t
before power could be restored. What was the diffe
municipality? Was there a waiver of the codes duri
process? Why did it work better in some municipali
others?

MR. HERVEY: The two areas as | mentioned wer
New York City that we serve and the City of Long Be
turned out the City of Long Beach process sort of s
rest of Long Beach Barrier Island to the two small
there. But the difference was that the municipal g
took up the responsibility of the coding issue and
of whether or not certain areas could be energized
they were safe to energize or not.

Above and beyond that, even -- no matter where
York City, Long Beach, Nassau County, Suffolk Count
home or business was identified as flooded, at that
had to have an inspection certificate, and the vari
communities handled that differently. That's up to

individual method of how they do that.
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That's one of the issues that | flagged early
in the newspaper very accurately that | believe the
be a multi-agency regional plan for this type of pr
fact, | recently had a conversation with people at
Department of Energy and suggested to them that thi
should be a coastal plan everywhere up and down the
so there's one common plan of how to do it.

MS. MAHONEY: Okay. Thanks.

MS. CALCATERRA: Mr. Tishman.

MR. TISHMAN: Thanks. I'm particularly fasc
think as the other Commissioners are, on the relati
between the two entities, and so | have a few quest
regarding that, and perhaps, Mr. Hervey, King and B
can all chime in. 1 think, Mr. King, you said that
that this type of contract or owner or contract or
relationship is something that you frequently are e
Europe, but this is unique for you in the United St
then | also heard | think that this type of relatio
fact, fairly unique in the United States.

I'm wondering, is it unique -- is it entirely
relative to National Grid and LIPA, or are there ot
where a utility subcontracts essentially everything
than its executive team to a vendor hear in the Uni

MR. KING: Yeah. Commissioner, | think from

standpoint, this type of relationship is one of onl
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It is -- it is unique. Then when you take the exam
was referring to in the UK for example, the Scottis
transmission system is not owned by National Grid,
operate it as part of the overall National Electric
System. So those are just examples that | would sa
transmission only, it's not the distribution, so yo
a lot of the, you know, the millions of customer is
etcetera. That's what | meant by it's not at this
But we are not the owner, we are the operator of th
National Transmission System within the United King

MR. TISHMAN: So following on that question,
reasonable to say that the reason it is unique as c
Europe or your other assignments, that the magnitud
the size of the system here perhaps is not as condu
know, going all the way to the customer as it would
smaller situation or where the vendor had less resp

MR. KING: I'm not aware of the details of
arrangements that may be out there nationally. 1d
this -- the particular size and the relationship be
National Grid or the successor of National Grid and
of the more unique relationships in the country.

MR. TISHMAN: So | guess | have, Mr. Hervey,
question, in thinking about how this very large and
relationship is set up, have you studied other simi

relationships here in the United States?
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MR. HERVEY: We have looked at similar ones,
pull back, we talked about it being unique and it ¢
but it's unique for a reason, and the reason was th
1998 transaction, that was a way for the state to t
investor-owned utility, but yet still use the insti
knowledge of the investor-owned utility. So to tak
of both the state utility and the investor-owned ut

The other thing that's important to note in th
relationship we have is that LIPA is not only the a

but it's largely the regulator, and that comes out

things such as what Mr. Germano spoke about, the ap

process. That process really replaces the process
for the investor-owned utilities conducts. So it a
mirrors that process.

But to answer your question a little better, t
utilities, a few, that outsource a large portion of
operation, but none that I'm aware of that outsourc
extent that we do. They went from the other direct

Generally they went from, in one case I'm aware of,

municipal, that began to outsource more and more, a

down the outsourcing track to a larger degree over
other case a very large investor-owned utility that
down the outsourced path over time. Again, coming
typical fully integrated utility, and has become mo

outsourced over time. So the others in the US that
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are actually coming from the other direction of mov
towards our model over time.

MR. TISHMAN: So | guess, Mr. King, we've ac
you've acknowledged that this relationship for you
contractor is coming to an end. To the best of you
you could answer, would this be a relationship that
enter into again here in the United States?

MR. KING: The National Grid/LIPA type of re

MR. TISHMAN: Yes.

MR. KING: It would all depend on a whole ho
within the commercial transaction.

MR. TISHMAN: So, you know, we've heard a lo
mean, | have all the faith that the guys out on the
repairing things, high voltage people were probably
everything that they knew how to do and that this w
primarily a communications -- we believe there were
significant management communications issues that t
during the storm.

It's interesting because, you know, it's clear
from the testimony, that LIPA, essentially through
creates sort of the working environment in which Na
operates. It's not entirely clear to me what the i
flow in terms of structuring what was the MSA says
from National Grid, and the reason I'm interested i

seems that National Grid, both here in the United S
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very, very major player in the utility business, pr
much more experience than most players in the world
huge grids, but | think, Mr. Bruckner, you clarifie
earlier when you said -- when we were talking about
and you said, in fact, it wasn't your SERP, it was

And so the question is, what is the mechanism
relationship if you are to disagree with LIPA relat
something that they are constructing that requires
operate in a certain way, either because you don't
best practices or not an intelligent way to do busi
utility, to react back to them and to either refuse
certain way or get them to amend their process?

MR. BRUCKNER: Sir, with respect to investme
when investment decisions are made, we do collabora
We put together an investment plan or a capital wor
on the system load or load projections, operational
that we've occurred on the system, maintenance, LIP
planning criteria as far as what equipment needs to
and/or the rating of that equipment. We put that t
meet with LIPA, and we use LIPA's scoring system to
the value or the risk assessment of that investment

At times, if we have a score, a disagreement o
investment project, the two teams collaborate. We
the risk is, whether it's an investment that LIPA f

risk profile for that investment supercedes that of
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project, we go through that process with them colla
and ultimately -- it's LIPA's asset, and ultimately
with them concerns if they exist, but ultimately, t
investment decision. It's their asset.

MR. TISHMAN: Beyond the investment decision
other -- when LIPA is putting together their harden
emergency response procedures, are you part of that

MR. BRUCKNER: Yes, we are.

MR. TISHMAN: And are they consistent with o
elsewhere in your company's operating?

MR. BRUCKNER: So we do participate in the d
those processes, and as we talked about earlier, le
learned, and we collaborate with LIPA on the after
reviews that are performed to identify those lesson
Those lessons learned continue to be reviewed with
case of Irene, we review them with LIPA and then LI
the priority of which lessons learned will be imple
then we do collaborate on the implementation of tho

MR. TISHMAN: Just the last question. We we
about a $500 billion investment in storm preparedne
hardening. That came significantly -- the decision
came significantly after you were already engaged i
contract. What are the provisions in your contract
those? I'm assuming that LIPA comes up with the do

and the direction, but your responsible for the imp
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of the entire spend. Is that done within your cont
that an amendment to your contract? Do you have ec
incentive to either do it or disincentive to do it?
MR. BRUCKNER: No. When the projects are ap
case of a storm hardening project, in the contract
the responsibility of if it's a construction projec
performing that construction service, and as far as
or disincentives, there are no incentives to doing
or any of those capital projects. The costs are pa
to the extent that they are appropriate and audited
MR. HERVEY: | would just remind you, John, t
work plan completion metric which is a penalty if t
is not completed. So if the work plan that is agre
not completed at the end of the year, then there is
for not performing that.
MR. TISHMAN: Thank you.
MR. GREEN: I just had a PS. It's not a lon
Mr. Hervey, neither you nor | were aware that the 2
management study of different systems was on the we
available. Could you or counsel later just direct
because we'd like to see it, and if somehow it isn’
available in the morning.
MR. HERVEY: Absolutely.
MR. GREEN: Thank you very much.
MS. CALCATERRA: Mr. Collins.
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MR. COLLINS: Thank you. Mr. Hervey, earlie
talked about damage assessment, all the way back ab
ago, and your folks go into the field and they carr
them, and there was a recommendation from Navigant
that into the high tech world, and you chose not to
defended that because you said it was still functio
carrying -- using paper; is that correct?

MR. HERVEY: That's correct. But | also sai
process has its own set of warts.

MR. COLLINS: Butyou defended the paper by
still functional, in other words it still worked?

MR. HERVEY: The tablet PC version of that i
modern version of a piece of paper.

MR. COLLINS: Well, let me get to that then.

It would be a lot quicker if you had a tablet versi
could send that back to substations and headquarter
information could be assimilated a lot quicker, rig
not just a simple tablet version.

MR. HERVEY: There really is no completely i
publicly available, market available system that do
that adequately at this point in time. We've been
those systems over time. The system that we're imp
that capability. We haven't seen it function yet.
of the matter is that that fully integrated end-to-

technology for electric utilities and for this magn
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problem, as far as | know, does not completely exis

MR. COLLINS: Well, let's assume that it was
improvement in time of a damage assessment in getti
information back to the people that need the inform
customers. So when you decided the time line for e
resources to put that system in, did you consider t
and the communication aspect, that it would improve
communications? Were you just looking for technica
through the technical solutions when you made inves
were you considering the customers?

MR. HERVEY: No. We were absolutely conside
customers. But we also had to acknowledge the comp
task at hand. We had to implement -- begin to impl
underlying IT architecture, a data architecture and
structure, and we began that several years ago. Th
layer on top of that the new Outage Management Syst
took in a very deliberate way, because of the compl
you can see and the importance of having the system
about that in a pilot mode, in beginning to start t
mode. Then we said we accelerated past the pilot m
full implementation mode. That system needs to be
then once that system's in place as a follow on ste
remote computing, as a follow on step, the field re
computing can be put in place. So there's a delibe

step action. Going to the last step of putting tab
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the field doesn't get the problem solved. All the
stuff has to be addressed first.

MR. COLLINS: Can | address the same questio
Mr. Bruckner, do you think that if an effort had be
implement it on a more rapid time line, that you wo
better eventual communication in this case to the c
Could it have been accelerated, from your perspecti
knowledge?

MR. BRUCKNER: "Better information." | need
understand what you mean by "better information."
the lights on faster? No. Would it provide --

MR. COLLINS: No. One of the issues we're d
here is the customer knowing what's going on. Not
lights on necessarily. In fact, if they knew that
to be three weeks, you might have more satisfied cu
it's a question of getting information to them from
assessment, how quickly can you get that informatio
customer.

MR. BRUCKNER: The availability of that tech
not exist, but if it did exist and you were able to
the damage assessment, it would provide visibility
damage was. It wouldn't give an indication necessa
soon it could be restored, but it could give visibi
the damage was.

MR. COLLINS: You couldn't make a better est
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had more information?

MR. BRUCKNER: No, | couldn't say that we co
better estimate. You're talking about a storm on t
of this. The number of damage locations would be s
so significant, | don't believe it would give you a
of the time frame that that restoration would be co

MR. COLLINS: Thank you.

MS. CALCATERRA: Mr. King, | saw that you we
your finger. Did you want to follow up?

MR. KING: Yeah. Thank you. Commissioner Co
think early into this, and only time will tell how
the information is, but for the National Grid, beca
the ability to test it on the National Grid utiliti
other areas other than the Island, we did order 100
test tracking the damage assessment. | haven't see
come back, but it'll be a good test for us whether
technology will work.

MS. CALCATERRA: Just as a follow-up questio
the national US president for National Grid? | mea
President for National Grid?

MR. KING: That's correct.

MS. CALCATERRA: In your experience, is ther
under your jurisdiction as the national president,
the existing 25 year old OMS system that LIPA's pre

MR. KING: You know, | think what you would
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the industry, there's all kind of vintages, this is

to the vintage that the LIPA system has. There is
technology that many utilities are implementing. W
process of changing ours also, and it's a multi-yea
So we do know that as from really a vintage issue a
with technology, once you implement -- we have two
systems, one that came from National Grid and one t
Keyspan. We are in the process of building new arc
designing and putting in new systems that will --

MS. CALCATERRA: How long ago did you begin

MR. KING: We have begun it. We started two
the National Grid aspects and --

MS. CALCATERRA: National Grid US?

MR. KING: Yes.

MS. CALCATERRA: What about National Grid US
sure that you speak daily to Mr. Steve Holiday who'
president of UK/US, what type of technology do they
the UK that is better than the LIPA OMS system?

MR. KING: I'm pretty familiar with it becau
the board of the parent, so | know exactly what bot
are doing. The business within the UK is primarily
transmission, high wire. It doesn't have the custo
electric side that we do here in the US. So there'
issues that we're dealing with the same systems. A

a gas distribution business. The UK is probably a
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ahead of us in making the transition to a new platf

MS. CALCATERRA: Did you ever have discussio
Mr. Hervey about them installing the better system
based upon your experience and what you're doing he
National Grid US and what the UK's doing that is on
years ahead of us?

MR. KING: | personally have not had those d
with Mr. Hervey.

MS. CALCATERRA: Mr. Bruckner, did you have
with Mr. Hervey about the OMS system that LIPA has,
knew by way of your experience being the president
LIPA/National Grid Long Island in your relationship
Mr. King, and assuming you had some interaction wit
Mr. Holiday, the president of the UK/US National Gr
ever had discussions with Mr. Hervey or anyone else
there are other systems out there that would provid
technology than the 25 year old OMS system that LIP
has?

MR. BRUCKNER: So | wouldn't say that we've h
conversations that there are better technology, tha
better technology than the existing OMS. As | indi
earlier, when we embarked upon the RFP for replacem
OMS system in the National Grid footprint, we did h
participate in that. They did an evaluation of tha

decided to go in a different direction from an arch

PRECISE COURT REPORTING
(516) 747-9393 (718) 343-7227 (212) 581-2570

orm.
ns with
than OMS
re in

e to two

iscussions

discussions
and if you
of

with

h

id, have you

at LIPA that

e better

A presently

ad

t there's a
cated

ent of the
ave LIPA
t RFP and

itecture

99



12-20-12 Moreland

© 00 N oo o b~ w NP

N RN NN NN R R R R R R R R R R
g N W N P O © 0 N O O M W N B O

standpoint. So when we went through an OMS process
shortly thereafter LIPA went through a process as w
had indicated that they decided to go with a produc
different product.

MS. CALCATERRA: The Vantage report, Mr. Bei
ever know about the Vantage report, because earlier
said he did not? Did you know about the 2006 Vanta

MR. BEISNER: 1 think you might be confusing
and the Navigant report.

MS. CALCATERRA: Navigant. The Navigant rep
Correct.

MR. BEISNER: No.

MS. CALCATERRA: Did you know about the 2006
report? No?

MR. BEISNER: | knew there was a report, but

MS. CALCATERRA: You knew there was a Naviga
that was done in 2006 that analyzed the infrastruct

MR. BEISNER: | recall that there was a Navi
| do not know if | knew in '06, but I've heard talk
Navigant report.

MS. CALCATERRA: What do you see as your res
at National Grid?

MR. BEISNER: My responsibility? | oversee

distribution control centers and | have the first r
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time there's an issue on the system, and | also hav
emergency preparedness.

MS. CALCATERRA: So if part of your responsi

overseeing the transmission system and you knew abo

you never asked for a copy of the report?

MR. BEISNER: | am not responsible for trans

MS. CALCATERRA: This clearly is what the ot
commissioners had raised before, that this structur
work, because if there was a report that was done i
LIPA that clearly -- and I'll walk you through some
things that before you said that it actually didn't
did say. This report was done in 2006. You knew a
those who you're contracting with who actually | pr
service and work in the substations and deal with t
transmission lines, didn't know about it, and when
out about it, weren't given it or didn't even ask f
disconnect between the two entities is clearly prob
Long Island ratepayers and Long Island customers.

But this is what the Navigant report did say v
even though before, Mr. Hervey, you said that it re
when Navigant took a look at this, they didn't say
really anything wrong with it and that you should g

but this is what it said, that there has to be an u

Outage Management System because it gives inefficie

assessment and a storm management tool. It's ineff
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this system is called CARES ironically. And the CA
not linked to any GIS, which is a Geospatial Inform
So it certainly doesn't give any information about
where the outages are.

And it doesn't have any customer association o
order management, and specifically it says the CARE
during major storm restorations. CARES is the Outa
System for LIPA. According to Navigant, CARES is n
during major storm restoration. So what is used du
storm restorations?

MR. HERVEY: The normal day-to-day CARES is n
major restorations, but there are modules in it tha
that statement is not entirely correct.

MS. CALCATERRA: The Navigant statement that
several hundred thousand dollars, which really wasn
money, is not entirely correct?

MR. HERVEY: Correct. As | --

MS. CALCATERRA: Don't you see a draft of th
ask them to go back and change it then?

MR. HERVEY: As | indicated, there are modul
that are used to perform restoration and even more
And as you indicated, there it's an efficiency issu
capability issue. By the way, the link to geospati
it doesn't go to an outside mapping product. It do

as you said, that it does not know about damage loc
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their location.

MS. CALCATERRA: And in this report also it
is what Navigant said, it recommended -- it said th
up to 20 LIPA substations in low lying coastal area
experience flooding associated with a severe storm,
is unlikely that all of these substations will floo
single storm, many will see flooding depending on t
and location of the storm surge.

So Navigant recommended that LIPA raise equipm
foundations to avoid the flooding, secure equipment
and rebuild the substations with flood resistant de

MR. HERVEY: And we've been doing that as |
conjunction with other work that's gone on, we've b
that. We took the additional steps in the interim
are all very large expenditure type items, and agai
year program that will be implemented over time, th
implemented mitigation means in many of those subst
meaning knowing the elevations of them and being ab
then according to the forecast.

MS. CALCATERRA: But they didn't work for Sa
Whatever it was that you said that you're doing did
Sandy. Did not work this time around.

MR. HERVEY: It did work for Irene, and I'l
out that in Sandy --

MS. CALCATERRA: Irene was not like Sandy.
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lot worse, and so this flooding that this report sa

to happen to these substations, that was not procur
not taken care of. If they weren't raised enough o
weren't moved far away from the flooded area enough
were going to be subjected to flooding.

MR. HERVEY: The issue with sanding was, in
substations in question were sandbagged and they we
to the forecasted surge, but that the surge on the
cycle was much higher than any forecast had imagine
iIssue, the other thing that was implemented --

MS. CALCATERRA: Mr. Hervey, the National We

came to both EOCs, the Nassau County EOC and the Su

EOC, they're called the emergency operation centers
first time in the history of the Suffolk County EOC
representative there from the National Weather Serv
kept telling everyone in that EOC there was going t
and devastation. Those are the two words they used
warned us, warned us about the storm surge and how
going to be, and we knew about the tidal rise, and
how it was lining up with -- the full moon cycle co
this.

So it was very clear days leading up to the st
needed to do to harden what we needed to harden, an
nothing that was done by LIPA to harden the substat

compliance with this Navigant report.
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MR. HERVEY: |don't agree. All of the ste
forecast were in fact taken, and if you would like,
here can speak about the details of the steps that
relative to --

MS. CALCATERRA: No. | wantto go backtot
hardening. Apparently the PSC, which is the state
Service Commission, did a report on LIPA in this pa
or July of 2012, and it did a report and took a loo
LIPA's response to Irene was. And in that particul
you had worked with Vantage, which | had mentioned
had hired a firm named Vantage that helped you resp
Public Service Commission's report that they were d
a little background, you're not regulated by the PS
regulates privately-owned utilities. It does notr
LIPA is self-regulated. You and PSC entered into a
could come in and they could actually do this exami
what LIPA did with Irene. So it's not something th
normally done.

So then you, according to this PSC report, hir
serve as a go between to provide -- to compile your
share that data with the PSC, and that firm is name

MR. HERVEY: Not entirely correct by the wa

MS. CALCATERRA: Well, Vantage did a review
review to the PSC. And on the second to last page

report that the PSC did, Vantage actually lists out
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deem to be your storm hardening budget profile. An
understand that earlier you told DA Rice that maybe
looking at your capital budget differently and we'r
storm hardening initiatives, but the firm that you
actually provided data to the PSC which basically s
2006 to 2010, your annual average that was budgeted
budget was only 13.2 million, not the 25 million th
back in 2007 when you -- when LIPA had said that yo
be dedicating $500,000,000 over 20 years, and then
July 2007 press release said you will be paying out

So according to this information, you budgeted
million, but you actually only paid out 12.5 millio
So that information that you gave earlier is correc
someone that you hired to liaison between the PSC.
the --

MR. HERVEY: May | explain?

MS. CALCATERRA: -- storm hardening initiati
are saying didn't happen.

MR. HERVEY: That's not right. | do not agr
at all.

MS. CALCATERRA: And what do you define as a
hardening initiative?

MR. HERVEY: So let me just straighten out t
a few of the statements that were just made.

MS. CALCATERRA: Well, what do you define as
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hardening initiative?

MR. HERVEY: | would like to go back and jus
things you said --

MS. CALCATERRA: | know, but what are exampl
hardening initiatives?

MR. HERVEY: For example, raising equipment.
equipment that is higher wind withstand rating. In
foundation design to withstand additional wind in s
Moving and increasing the size of distribution pole
smart grid equipment on them. Certain amount of un
is done to avoid -- to replace overhead.

MS. CALCATERRA: Can you explain the undergr

MR. HERVEY: Sure. Rather than installing a
line, to install an underground line that will not
susceptible to wind damage.

MS. CALCATERRA: What other type of undergro
you deem to be storm hardening?

MR. HERVEY: Well, we may -- some undergroun
a matter of course adds a storm hardening element,
occasions, for example, during the course of this,
undergrounded several transmission lines rather tha
overhead transmission lines, and that undergroundin
hardening function.

MS. CALCATERRA: Any other undergrounding at

would be deemed storm hardening, besides what you s
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MR. HERVEY: That in itself are 10s of milli
dollars of undergrounding that's been done in storm
as part of the storm hardening program. We've also
example, every new substation has a new higher wind
every new substation or if we replace a portion of
that those insulators, that structure in the statio

MS. CALCATERRA: Actually, is a cable replac
underwater, under the ground, under the water, is t
be storm hardening?

MR. HERVEY: The overhead portion of it in t
there's a great example, a Captree distribution lin
transmission line over to Fire Island. We replaced
and we replaced the overhead portion that's on the
storm hardened that overhead portion of that line.

MS. CALCATERRA: The overheard portion was w
hardening?

MR. HERVEY: That's right.

MS. CALCATERRA: What you should take a look
capital budget where that -- the cable that went un
believe was $17,000,000, and 95 percent of it was d
storm hardening, not what was overground. Not what
aboveground. So some things in your capital budget
whoever it was that did your budget, allocated thin
hardening to get to that $25,000,000, that weren't

seemed to be what storm hardening actually is and d
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towards the direction of the storm hardening that w
do.

MR. HERVEY: Again, | think there's a basic
misunderstanding --

MS. CALCATERRA: 1don't think there's a
misunderstanding, but | am going to switch this ove
Lawsky who does have some questions, and we have fo
guestions.

CO-CHAIRMAN LAWSKY: Thank you. I think my
pretty easy. On mutual aid, something we haven't t
much today, and I think this is a National Grid que
would turn it over to anyone who wants to answer it
a fair amount of testimony in previous hearings and
that there was this exponential increase in individ
into the state to deal with the storm, and my quest
help you through the mutual aid program, and they w
from Canada, they were coming from out west, they w
from down south, a lot of people who didn't know th
around New York at all, and my question is, was the
general, a management plan to deal with this influx
individuals?

It's a much different operation when you have
people than when you have to manage 4,000 people.
guess my initial question is, was there a plan, am

plan to deal with that exponential growth in people
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lines?

MR. BRUCKNER: Yes, there was. There was a
go through not only the process that we followed to
crews in, but also the decentralized nature of our
plan. I'll talk to that, how that also helps to ma
resources. So, you know, we bring the resources in
address the significance of the storm. So, you kno
the forecast that's projected for the storm and the
the probability, we do meet with LIPA. We review t
or their procedure for how to determine what the le
resources will be required. Again, it's predicated
significance of the storm. We talked about a tropi
cat 1, cat 2, so forth, and also the probability of
that storm.

LIPA then utilized in their resource curve if
LIPA then approves bringing those crews onto the pr
have a management staff. All of our employees, you

verbiage we use is wear two hats, right? So all of

Island based employees and downstate employees have

assignment, as well as a normal day assignment.
To process those crews, we train those individ
to set up a processing center for all those crews t
We have a management staff that then goes through a
briefing with those crews so that they understand s

specifics about the Long Island system or LIPA's sy
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CO-CHAIRMAN LAWSKY: I'm sorry, because | ju
to keep us here all night. [ think I'm asking some
little different, which is the only reason why | st
I'm asking in general, was there -- the idea of a b
happening on Long Island, you would agree with me i
predictable, correct?

MR. BRUCKNER: | think in the case of Sandy,
unpredictable.

CO-CHAIRMAN LAWSKY: Fine. But a storm of s
is predictable, it's happened many years, fair enou

MR. BRUCKNER: We've had major storms on Lon
Yes.

CO-CHAIRMAN LAWSKY: Fine. If thatis a pre
event, that you'd have a major storm on Long Island
assume as a company, you know that you're going to
potentially an influx of a lot of new people from o
to help you get the lines restored; is that fair to

MR. BRUCKNER: That's correct.

CO-CHAIRMAN LAWSKY: And I'm asking, was the
general for dealing with how you as a company were
manage this influx of employees?

MR. BRUCKNER: Yes.

CO-CHAIRMAN LAWSKY: Who was going to be in

MR. BRUCKNER: Yes.

CO-CHAIRMAN LAWSKY: How were they going to
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Where were they going to sleep? Did you have that
ahead of this storm?

MR. BRUCKNER: Yes, we did.

CO-CHAIRMAN LAWSKY: And if you did, then ba

the testimony I've heard, and you can feel free to
what went wrong with that plan?

MR. BRUCKNER: Well, the plan was a success.
a scalable plan. We did bring on resources, you kn
had mentioned, a significant number of resources.
come on to the Island, we decentralize our operatio
you talk about the blue sky day and we have a super
that reports to centralized areas. When we have a
take those centralized areas. We decentralize. |
Ms. Rice mentioned substations before. We decentra
operate out of 80 substations. There's management
substations so that when we allocate the crews to t
substations, they're also provided a crew guide to
you know, to give them directions as to where to go

CO-CHAIRMAN LAWSKY: So let me --

MR. BRUCKNER: They come with their own supe

Please let me finish. They come with their own sup
those crews, and then they're managed as far as whe
assigned to to perform that work by those substatio
increase the level of management staff significantl

those resource.
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113
1 As far as logistics, as those commitments are made from off
2 Island crews, when they commit that they are coming , then we
3 sign up for the lodging that would be required, whe ther it's
4 hotels or what type of lodging that we will have, a nd we also
5 have materials that are provided to them when they come on to
6 the property, we provide them the materials that th ey'll need to
7 make the repairs on the LIPA system.
8 CO-CHAIRMAN LAWSKY: Fair enough. Do you ru n, at some
9 point during the blue sky days, sort of a tabletop exercise
10 where you figure out who's going to be in charge? And do you
11 scale to a certain amount? In other words, do you say okay,
12 let's run a tabletop exercise where how would we op erate if all
13 of a sudden we needed 4,000 -- | don't know what th e number is,
14 but whatever number you predict for a bad storm, do you have
15 sort of an exercise you do to make sure you can act ually do
16 this?
17 MR. BRUCKNER: Yes, we do.
18 CO-CHAIRMAN LAWSKY: When was that done most recently?
19 MR. BRUCKNER: I'd have to -- subject to che ck. But the
20 hurricane drill | believe is -- do you know the mon th? In June
21 or July?
22 MR. BEISNER: The hurricane drill for leader shipisin
23 July. And through the year, we exercise all the pe ople, drill
24 all the people, train all the people who are out in the
25 substations.
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CO-CHAIRMAN LAWSKY: And so for each crew th
you're saying that there was someone assigned to th
National Grid who was their counterpoint?

MR. BEISNER: Yeah. Let me just jump in here
John spoke about decentralizing down to around 80 s
The substations have a designated leader known as a
substation area coordinator is assigned to that sub
permanent basis, okay? So the leaders of those sub
become familiar with the substation, the service te
it encompasses and that is their sub. So when we g
event and we open up substations, the leadership is

CO-CHAIRMAN LAWSKY: So how many people did
working for you in the aftermath of Sandy, let's sa
week after Storm Sandy, how many people were workin
substations?

MR. BEISNER: What would you define as "peop
you mean? Field workers? Office workers?

CO-CHAIRMAN LAWSKY: I'm sorry, people that
from out of state to help you through the mutual ai

MR. BEISNER: It's subject to check. It was
thousand at that point.

CO-CHAIRMAN LAWSKY: And how many do you nor

MR. BEISNER: On a normal blue sky day?
CO-CHAIRMAN LAWSKY: Yeah.

MR. BEISNER: There's about 300 high voltage
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the property, we have about 150 contractors, and th
had about 100 underground splicers. So whatever th
to, 4 or 500 people. That's on a normal day.

CO-CHAIRMAN LAWSKY: And how did you arrange
these new 3,000, 4,000, whatever the number is, let
whatever it might be, how did you arrange for how t
going to be housed, where they were going to be fed
would know where they were going?

MR. BEISNER: We have a significant logistic
organization that we pull together, and when we spo
about the LIPA ERIPs, there's a whole set of ERIPs
checklist and policies and procedures on how to han
logistics area. So we pulled together there's prob
20, 25 people that are assigned to that function, a
second hat, as John said before, and they will be r
for lodging, for food, for coming up with material
areas, fueling. All the needs of the crews are tak
the logistics organization.

CO-CHAIRMAN LAWSKY: Then how do you explain
testimony we keep getting as a body that there were
over Long Island who didn't have a place to sleep?
sleeping in their trucks. They didn't know where t
going because they didn't have maps and didn't know
reported to, and they often were just left sitting

get assignments for where to go? And look, it's fa
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this was a huge storm. We had a huge influx of peo
very hard to manage. | get that. But | feel like

we're not connecting when you're describing your pr
were in place and then what we're hearing was happe
ground, and I'm trying to wed those.

MR. BRUCKNER: So let me address that. With
sleeping in trucks, we've heard that. We've heard
papers. We're reading about that. The fact of the
this, we had at any one time, or at the peak of the
should say, over 13,000 personnel that needed beds,
entire event, as a result of the ramp up -- and aga
make the commitments on bedding and hotels until th
of the off Island resource is made. We're not goin
before we know that the people are coming. So as't
coming, we do ramp up.

We had a significant ramp up in the first seve
the storm that required some of the linemen from of
to stay in the cab of their trucks. It happened on
That was a result of the extensive amount of hotel
was occupied because of some of the devastation of
throughout Long Island, and also, the ability to ra
the base camps that we set up with sleeping. So th
manpower on two of the nights required some of the
sleep in their truck. Not going to deny that.

Totally not a precedent setting situation when
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about the significant events throughout the United
the storm chasers or the linemen that go from storm
it's certainly something that happens. It's unfort
even in the event when they did not have a bed on t
nights early on in the storm, they did have a stagi
assigned to, they were provided shower facilities,
facilities, we provided food for them, and fuel as
facilities, as well as laundry services.

CO-CHAIRMAN ABRAMS: Another follow up on th
try to get it a little more precise. Did you have
plan as to the maximum number of people you could e
manage to assist you?

MR. BRUCKNER: Sir, we had -- we certainly h
pre-storm plan, and | would say the manner in which
executed proved that the number of resources that w
were efficiently managed.

CO-CHAIRMAN ABRAMS: Did you have a plan tha
number attached to the plan that would be the maxim
people that you could effectively and efficiently m

MR. BRUCKNER: Again, decentralization of th
the utilization of this plan makes it scalable, so
more people and we needed to manage them efficientl

ability was there to continue to bring on people.

CO-CHAIRMAN ABRAMS: How many additional peo

We heard in the last hearing there were 10,000. Is
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exaggerated? Is that accurate?

MR. BRUCKNER: 10,000 linemen is not accurat
field force personnel, tree and line and so forth i
I'd have to check it, but it sounds in the area.

CO-CHAIRMAN ABRAMS: And could you efficient
10,000 additional people coming in to Long Island?

MR. BRUCKNER: | would have to -- we'd have
assessment. We didn't need those additional 10,000
you're referring to, making it 20,000.

CO-CHAIRMAN ABRAMS: If you didn't need the
you did not need the 10,000, why did you call? The
on their own. They came at your request.

MR. BEISNER: Let me just clarify the questi
Are you asking about the original 10,000 or an addi
10,0007

CO-CHAIRMAN ABRAMS: The additional people.

MR. BEISNER: No. We didn't have an additio

10,000 was the number. That was the ceiling.

CO-CHAIRMAN ABRAMS: How many linemen do you

have servicing Long Island?
MR. BEISNER: 4 to 500. The number | gave y
CO-CHAIRMAN ABRAMS: 4 to 500. How many lin
from out of the territory, out of your employ to he
this storm crisis?

MR. BEISNER: About 6,000.

PRECISE COURT REPORTING

(516) 747-9393 (718) 343-7227 (212) 581-2570

e, but 10,000

S a number

ly manage

to make that

people that

10,000 -- if

y didn't come

on for John.

tional

nal 10,000.

normally

ou before.

emen came

Ip you during

118



12-20-12 Moreland

© 00 N oo o b~ w NP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

CO-CHAIRMAN ABRAMS: | thought it was 10,000

MR. BRUCKNER: Linemen, sir. You asked abou
versus total field personnel. | had indicated that
personnel was about 10,000.

CO-CHAIRMAN ABRAMS: 6,000. Did you have a
effectively manage 6,0007?

MR. BRUCKNER: Yes.

CO-CHAIRMAN ABRAMS: You did?
MR. BRUCKNER: Yes.
CO-CHAIRMAN ABRAMS: Do you think, in fact,
effectively managed?

MR. BRUCKNER: Yes, | do.

CO-CHAIRMAN ABRAMS: You do?

MR. BRUCKNER: Yes, | do.

CO-CHAIRMAN ABRAMS: So the reports that we
of trucks lined up with men in them, sitting idly i
trucks while restoration is supposed to be taking p
reports are inaccurate?

MR. BRUCKNER: | can't speak to a specific ex
you know, an example that you're giving, but what |
is that the crews that we had assigned here were ef
utilized.

Now as to a report where a truck may be idle,

many reasons why a truck may be idle. And while it

disappointing to customers as well as us to see a t
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recognize there are reasons why that may be the cas
could be waiting for a specialized piece of equipme
them to do the job more safely. That crew could be
wire or a work area to be made safe by somebody els
de-energizing the line and taking time to do that,
quite frankly, that crew could be -- could have jus
major restoration project taking several hours of h
needed to take a coffee break.

So there's many reasons why a truck could be i
many of those reasons wouldn't be known to the publ
made, you know, that made statements such as that.
answer your question, sir, we did efficiently utili
and we did have a process to process those crews ef
safely.

CO-CHAIRMAN ABRAMS: Does anyone other than
it was done efficiently?

MR. KING: | do.

MR. BEISNER: Yes, | do.

CO-CHAIRMAN ABRAMS: The two of you?

MR. KING: Yes.

MR. BEISNER: Yes.

CO-CHAIRMAN ABRAMS: All right. Okay.

MS. RICE: Mr. Bruckner, | just want to put
to you that Mr. Abrams asked of Mr. King and Mr. He

your corporation, it is transitioning out of this a
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have any parting opinion as to this type of model,
that it could be done better either way?

MR. BRUCKNER: Again, not being involved wit
assessment that was done or has taken place up to t
do not.

MS. RICE: No. I'm talking about your opini
are -- you run -- you are the president of LIPA Lon
National Grid. You run this whole geographic area.
understand the relationship -- no one understands i
you | would think, the relationship between Nationa
LIPA. Do you have any opinion as to this type of m
exists between National Grid and LIPA?

MR. BRUCKNER: The model that we currently o
believe that we are managing effectively in that mo
don't have any recommendation as to where that mode

CO-CHAIRMAN ABRAMS: So Ms. District Attorne
officials feel that the model is great, it's hunky-
perfect. There are no recommendations that they're
us as to any possible structural change.

MS. CALCATERRA: Mr. Lawsky.

CO-CHAIRMAN LAWSKY: Changing topic areas a
think related in terms of plans in place, did you h
place prior to the storm to deal with mass inspecti
would be necessary to restore power in the flood zo

MR. BRUCKNER: | believe Mr. Hervey answered
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question. The plan that National Grid had was upon
notified of the safe premise to be energized, we wo
resource and we did have resources available to ene
areas.

CO-CHAIRMAN LAWSKY: I'm sorry, I'm not as s
utility speak as you all. Can you do that a little
in --

MR. BRUCKNER: So you asked if we have plans
reenergize areas and in specifically flooded areas.

CO-CHAIRMAN LAWSKY: | asked if you had a pl
to deal with mass inspections which would be necess
reenergize?

MR. BRUCKNER: No, we do not.

CO-CHAIRMAN LAWSKY: Why not?

MR. BRUCKNER: We do not perform inspections

customer's facilities.

CO-CHAIRMAN LAWSKY: I don't mean you have t

inspections. | mean do you have a plan in place to
who's going to do those inspections, when they're g
those inspections, how they're going to do those in
and how they're going to -- you're then going to re
system?

MR. BRUCKNER: No, we do not have a plan for

inspections and how they're going to be done.

CO-CHAIRMAN LAWSKY: And why? Do you think
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problem, not a National Grid problem?

MR. BEISNER: John, let me jump in here for

CO-CHAIRMAN LAWSKY: Yeah. Any of you can a
don't care.

MR. BEISNER: I'm just going to bring you gu
the night of the storm, the 29th, that Monday, okay
experience severe flooding along the south shore, a
know. In the evening we received a number of phone
local fire departments and county EOCs asking us to
portions of the territory that were flooded for saf
and safety perspective. So we did go ahead and de-
those areas. So we were asked by the jurisdiction
shut the power down, which we did.

So our plan would be to return service, turn t
on when the municipalities who have the authorizati
that those homes and structures are safe to receive

CO-CHAIRMAN LAWSKY: Okay. Treat me like a
old. As | understand it, then, it's not your probl
saying the municipalities have to give you the go a
the municipalities are going to require an inspecti
them to figure out, or LIPA, but you don't have a p
to figure out how those mass inspections are going
to allow you to flip the switch back on?

MR. BEISNER: You know, no, | didn't say tha

said was we had a plan to energize these homes and
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once we were told they were safe by the authority.

CO-CHAIRMAN LAWSKY: Okay. I think we agree
agree.

MR. HERVEY: And then to add to that, lackin
multi-agency plan that existed, we actually stepped
that's the evidence, you see that of what we put ou
in to create that capability to do that. So lackin
not -- it was clear to us was not on the ground at
stepped in and created that on the fly.

CO-CHAIRMAN LAWSKY: My notes say it took se
finalize a plan and for a coordinator to be assigne
would have been the Wednesday after Election Day.
if that's true?

MR. HERVEY: | don't think that that's true,
schedule was certainly different for different area
the areas were up and running and going much quicke
days out. | can't imagine that there were parts in
County where the sequence hadn't gotten to them yet
the seventh day or so.

CO-CHAIRMAN LAWSKY: Would you say it's true
interim period, LIPA and National Grid were -- this
testimony that we've had from others -- were preocc
your potential legal liability rather than figuring
get the system back on?

MR. HERVEY: Not at all. Our sole -- we were
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few occasions to do something that we thought was u
standpoint of damage, property damage and life to h
concern throughout our restoration, National Grid's
throughout the restoration was safety for the emplo
the customers. And when asked to do something that
unsafe, we pushed back and said, "We feel that's un
feel that we should not be doing that particular ac
asking us to do."

CO-CHAIRMAN LAWSKY: In the hurricane drill
in the summer after Irene in 2012, isn't it true th
National Grid did not train for or drill in any way
scenario involving flood inspections for the purpos
re-energization?

MR. HERVEY: It is true, but that's because
particular year -- each year we have a focus of the
drill, and the focus was not in field operations fo
drill.

CO-CHAIRMAN LAWSKY: In prior years had you

MR. HERVEY: In prior years we had discussed
and outages coming from the surge. But, again, the
have been to wait for the proper authority to give
to come back and restore those areas.

CO-CHAIRMAN LAWSKY: Okay.

MS. CALCATERRA: | want to go back to the ER

that National Grid uses, that is also partnered up
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SERP, what category hurricane is that ERIP equipped

MR. HERVEY: The selection matrix, and those
a category 3 hurricane.

MS. CALCATERRA: National Grid, we understan
Grid covers parts of Massachusetts, and the Attorne
the State of Massachusetts began an investigation,
this past July she issued a report that was pretty
National Grid, and she also recommended that they p
million fine for their failure to provide the servi
needed to in the Hurricane Irene storm which was th
by an ice storm.

Some of those issues that she raised was that
very poor communication, customers didn't know when
going to be restored, and the list kind of continue
of the primary things that was brought up in that i
was that that hurricane that -- when Hurricane Iren
Massachusetts, it ended up landing at about a categ
and that National Grid was only ready for a 3.

So she issued this report that was part of the
investigation, and then last week, last Thursday |
Massachusetts Department of -- their equivalent of
Department of Public Commission disregarded the app
made by National Grid, and actually upped the fine
$18,000,000.

During this process of this investigation that
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the Attorney General right after Hurricane Irene, w
you know, back in 2011, and there was the issue of
was utilized by National Grid, that it wasn't equip
hurricane of that standard, was there any time that
communicated -- and I'm speaking this to Mr. King,
sure that you were involved in this, that you had c
the ERIP that was only prepared for a category 3, t
maybe be heightened so every opportunity that was m
to say that you were not prepared for this type of
this storm was damaging, who knew that this would h
are the similar excuses that were basically put int
Massachusetts report as well.

Was there any recommendation from National Gri
experience in Massachusetts, made to LIPA that you
reassess the ERIP and upgrade it so it can withstan
5 or, you know, it can address storm surges similar
had here?

MR. KING: That was a long list of facts, and
lot of facts listed in that statement that aren't ¢
instance, that it hit a category 4 or 5, and | thin
quite a bit lower than that.

MS. CALCATERRA: According to the report, yo
for a 3 and it was, when it hit landfall, it hit at
have the page of the report that it says it in.

MR. KING: That's not a correct fact, but |
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to your --

MS. CALCATERRA: You're disputing the fact t
here?

MR. KING: No. I'mdisputingthe 4or5. T
been a 4 or 5 since I've been there that has hit at
within Massachusetts. So that's the piece that is
ERIP is their plan, and we have emergency response
have on file within Massachusetts. This entire iss
under litigation and I'm not going to comment on th
litigation that's pending.

MS. CALCATERRA: So you will not comment on
you're going through an experience where you actual
ERIP that's being questioned as far as the quality
and how it can actually be applied to certain types
hurricanes, that your ERIP is not pliable enough to
the storm that hit. So you can't comment to say th
any communication between you and LIPA that maybe t
reassess their ERIP/SERP because theirs is only a c
and even though Hurricane Sandy we knew was much lo
questionable whether it was a category 1 or not, bu
actually affected us was a lot worse than that. Th
communication between the two of you on it?

MR. KING: I'm not aware of any communicatio
two.

MR. HERVEY: If I might. | would also have
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go back and look at the numbers, but a category 3 i
unlikely event on Long Island. A category 4 certai
extremely unlikely event on Long Island. So the re
procedures go up to category 3, and there have been
knowledge, there have been no category 3s in the no
many, many years. Decades. I'm no expert --

MS. CALCATERRA: We understand that. Becaus
report that was put out in July 2012, the excuse th
kept coming up with with Irene was that you were ne
because you never expected something like this to h
certain point, we have to start expecting it to hap
planning for it to happen.

MR. HERVEY: Well, we have a plan. As |ind
can go up to a category 3 with the existing plan, a
then the plan is scalable beyond that. But we go t
3 because a category 3 is on the outer bounds of wh
on Long Island.

MS. CALCATERRA: So as far as Superstorm San
Sandy, would you say that that was a category 3?

MR. HERVEY: [I'd say it's the damage equival
look at damage, and we can go back and look through
For example, the storm that everybody remembers on
Hurricane Gloria, which was a category 1, cost abou
damaged locations on Long Island. Irene, which was

storm but much broader in breath, cost about 18,000
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locations on Long Island, and Sandy caused about ov
damaged locations on Long Island.

From an impact -- we can sort of put away the
From an impact, that tells me it's somewhere betwee
impact, because of its long duration, a very long d
versus a hurricane that just comes and goes and goe
this was a multi-day event.

MS. CALCATERRA: So do you think that the SE
had and the ERIP that National Grid had was satisfa
respond to Sandy?

MR. HERVEY: It clearly was. Yes.

MS. CALCATERRA: ltclearly was. Okay. I'm
actually read, because | do want to clarify this.
page two of the Massachusetts AG report that you ma
to take a look at. "Ultimately, while the company
out that both Tropical Irene and the October snowst
unique level 5 storms," it says it in here, "the co
still required to prepare for its events as it has
experienced,"” and what is states in that report ove
again is that at a certain point, if you're providi
service and you're addressing public health issues
electricity, when do you -- when do you start stepp
taking responsibility for preparing for things? An
Is said with this report.

So the concern that there wasn't any -- with y
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experience, whether you're admitting liability or n
understand it's still contested, based on your expe
the fact that there was no information sharing, aga
highlights the challenge of the structures between
you. But | now actually want to go to Mr. Germano.

MR. KING: Can | address that?

MS. CALCATERRA: No. I just want to pivot t
Mr. Germano. Mr. Germano, priority clients, level

MR. KING: Can | -- this is important. That
Massachusetts' level of emergency response. It's n
for a hurricane.

MS. CALCATERRA: Okay. Allright. Then let
what | said. So it was a level 3 that you had prep
Massachusetts, and it was a level 5 storm. Not cat
level. So it's the same scenario, the same hypothe
put in -- you just take out the word "category" and
with "level."

But I'm saying the same thing. Isthatatac

you have to put together an ERIP and a SERP for sto

a higher level or higher category than we've ever e
before, and that's what was stated in that report.
know, and the fact that there was no communication
two is challenging, but | do want to talk about pri
with Mr. Germano.

MR. KING: There's an important clarification
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prepare. Yes, we prepare for storms. And since th
storms, we have further enhanced our emergency resp
and beyond those two storms, and we've just proved
capability to restore with Sandy up in Massachusett
New York. So | would argue that we are --

MS. CALCATERRA: Where you own the assets.
MR. KING: But your point to me was we're no
and we're not enhancing preparedness. Yes, we are.

MS. CALCATERRA: Understood. Mr. Germano, w
public hearing a few weeks ago or about maybe | thi
December 11, we actually had the president from Lon
Road show. And because we want to start talking to
that are deemed to be critical infrastructure like
transportation, fuel infrastructure, hospitals, bec
to understand the interaction between the utilities
critical infrastructure, so we're addressing it in
as well.

And what the president of Long Island Rail Roa
Williams, said is that she had actually entered int
agreement with LIPA several years ago to make them
customer. | know there's another term for it, but
set up a process that Long Island Rail Road would f
case of an emergency and where they loose power wit
they would actually get a point of contact, and the

you were the point of contact. And it worked seaml
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according to Helena Williams, the relationship that
you and that she had with the Long Island Rail Road
get them up and running.

What other clients or customers of LIPA fall i
category that you have a contract like that with?

MR. GERMANO: Well, | would not suggest that
contract directly. I think the issue is that --

MS. CALCATERRA: An agreement?

MR. GERMANO: We just have a relationship.
account executives that deal with all our large cus
we go into a situation like these types of storms,
on all the critical facilities. And so those criti
facilities would be focused on the hospitals, be fo
nursing homes, and we made sure we got every nursin
on Long Island. Schools. Pumping in water station
Island Rail Road was one. Those are examples of th

And our teams work with them, and have a const
with them, and understand what their needs are and

prioritize restoration with them.

MS. CALCATERRA: How many account executives

in a crisis situation?
MR. GERMANO: | don't have an exact number.
say somewhere around six or seven. Somewhere in th
MS. CALCATERRA: Have you ever been asked by

operates a fuel terminal or a fuel pipeline to prov
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account executive?

MR. GERMANO: No. The account executive prog
set up from the perspective per se of the storm, al
becomes a very critical part, and I'll explain what
over time. Originally, it was looked at as how lar

customer is to LIPA if you will.

MS. CALCATERRA: "How large" you mean how mu

MR. GERMANO: How much consumption it has, ho
company it is and so on.

MS. CALCATERRA: Understood. But not based
critical service that they provide?

MR. GERMANO: Not initially, okay? But as w
evolved over time in terms of responding to some of
storms, the focus has become more and more on these
facilities and the critical customers that are asso
them. So we have spent a lot of time working with
Schools became a huge priority for us, and obviousl
and nursing homes.

MS. CALCATERRA: Mr. Germano, | understand t
resigning from LIPA, but | just want to just mentio
reach out to a variety of different entities that w
be critical infrastructure, in addition to the fuel
and fuel pipelines, and none of them had an account
And | understand because they were not large custom

falls into your definition. So whoever it is that
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to be transitioning into your position who works wi
account executives, you need to consider not just |
amount of that someone's a ratepayer or their consu
LIPA, but also what their need is, because the fact
our terminals, not just necessarily one in Holtsvil
Long Island, but other ones in Inwood and many othe
have a representative, didn't have an account execu
fact that they were challenged with power caused so
crippling that Long Island had dealt with after tha
hope that you consider it.

But now | just want to actually go back to Mr.
something that was said earlier. Mr. Bruckner, you
Mr. Iberger was given talking points when he was in
What were the talking points that he was given?

MR. BRUCKNER: They were summations of the i
that was provided at the operating meetings.

MS. CALCATERRA: And so his role was to comm
talking points to whom?

MR. BRUCKNER: At his contacts at the EOC.

MS. CALCATERRA: Okay. Have you ever been t
during the height of the storm or shortly thereafte

MR. BRUCKNER: For Hurricane Sandy?

MS. CALCATERRA: Yes.

MR. BRUCKNER: No. But for other events, si

events, yes.
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MS. CALCATERRA: Mr. Iberger really did expr
his testimony that he was basically serving as a sp
and that he was just repeating what he was told and
have any decision-making ability, and it was very d
him to try to contact people to give answers to the
occasionally he went over to the Nassau EOC. Ms. G
work to develop his talking points?

MS. GENOY: Yes. He had talking points on a

MS. CALCATERRA: And what were these talking

MS. GENOY: These talking points were update
storm meeting that John is referring to, update on
locations, storm prep before the meeting, outage --
status updates.

MS. CALCATERRA: Okay. In an EOC, it's very
It's not just as if someone sits there and repeats
that they're being told by those who develop the ta
I'll explain to you who's in an EOC. In the Suffol
United States Coast Guard, the National Guard, the
Red Cross, the state police department, the Suffolk
Police Department, FEMA, Department of Health Servi
Department of Social Services, FRES, the Suffolk Co
Authority, and the reason why -- and the list can g
and on -- and the reason why -- oh, and the Medical
Corps. The reason why they're there is because it'

emergency and it's interactive, so all the calls ar
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through there and the response is going to be there
So Mr. Iberger actually sat between the US Nat
and the US Coast Guard at the Suffolk EOC. Having

points is not helpful. It's supposed to be interac

supposed to have someone there who has some level o

and according to the interviews that we had with th
managers of both Suffolk and Nassau County, they sa
the past, they have asked for National Grid to prov
people who have professional experience in emergenc
and have decision-making authority or who can actua
answers, and according to Mr. Iberger, he wasn't ab
of those, and that's not what an EOC means. Did yo
that?

MR. BRUCKNER: You want to take it?

MR. BEISNER: Yeah. | would like to point ou
Iberger has been with us for about eight months, a
and his role in the EOC in Suffolk County, there wa
individuals who were with him at the time, so there
people during the day in the EOC in Suffolk County,
was one person at night.

MS. CALCATERRA: | understand that. But the
Suffolk County was operable full time around the cl
days, and for those 16 days, whether it was Mr. Ibe
anybody else, none of them had decision-making auth

was an emergency operation center. None of them co
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answers for information that was needed.

MR. BRUCKNER: With respect to decision-maki
again, the -- I'm not sure what decision-making aut
referring to, whether it was the assignment of crew
was a critical situation that needed to be addresse
representatives that we had at the EOCs are to comm
to our communications coordination center back in o
center in Hicksville and we would have assigned the
response to those requests.

MS. CALCATERRA: Understood. But he said th
able to properly communicate the needs of the Suffo
EOCs. So that's a communication link that definite
to be addressed.

MR. BRUCKNER: Okay.

MR. HERVEY: And if I might, | might also me
several conversations through the storms with the c
in both county EOCs, and | had not heard that conce
direct communications on a frequent basis with the

MS. CALCATERRA: Because they were very frus
him and they weren't able to get in touch with lead
now you're hearing it, you'll probably hear it mayb

MR. HERVEY: The commissioner has my direct c
number, and | did not hear that information from th
commissioner.

MS. CALCATERRA: Okay. But it was stated to
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interviews. Mr. Lawsky.

CO-CHAIRMAN LAWSKY: Just three quick ones |
because | know it's getting late. These are going
somewhat theoretical questions, so bear with me. W
after prior storms when you gathered your lessons |
then did what you were going to do with those lesso
my question for you is this, assume the hypothetica
National Grid or LIPA were not to implement certain
learned. What would be the consequences to your bu
business relationship here in New York if you chose
implement what you learned from your lessons learne
clear? 1 can do it again.

MR. BRUCKNER: It's not very clear at all.

CO-CHAIRMAN LAWSKY: It does not sound clear

MR. BRUCKNER: No. | said it's not clear at
not sure what --

CO-CHAIRMAN LAWSKY: You want me to clarify

MR. BRUCKNER: Yes, | do.

CO-CHAIRMAN LAWSKY: In other words, if you
implement lessons learned, are there any consequenc
a business?

MR. BRUCKNER: Well, our performance. Absol
Again, depending on what the situation was, it coul
performance on a storm.

CO-CHAIRMAN LAWSKY: In a future storm?
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MR. BRUCKNER: Well, if it's a lessons learn
be implemented in a future storm.

CO-CHAIRMAN LAWSKY: And if you didn't -- no
lessons learned are some -- you often learn a lot 0
that, as far as | can tell, relate to preparation f
So it's before any storm occurs. But if you were n
adequately implement or learn the lessons that you'
to learn from the lessons learned, are there conseq
as a business, given the relationship you have righ
LIPA and National Grid? And | would ask it of both
other words, let me just be very frank, when | read
materials we've been reading and have taken the tes
taken, it seems like repeatedly, storm after storm
there have been certain lessons that are very clear
lessons have not been learned, but there has been n
consequence. It's okay to make a mistake once, but
continue not to implement those lessons learned, I'
get at why this could be, and | know it's a somewha
question because I'm asking you to grant my hypothe
the lessons were not learned in some cases, but my
you is, as a business, were there any consequences
not to implement, react to those lessons learned?

MR. HERVEY: | think I'm at a bit of a loss
not aware of any significant lessons learned that h

implemented.
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1 CO-CHAIRMAN LAWSKY: Fine. | understand tha t's your
2 opinion. That's not a lot of other people's opinio n. That's
3 why my question was, if you hypothetically take my hypothetical
4 that there is a lesson let's say from Irene and you don't react
5 to it in the year before Sandy, what are the conseq uences to
6 LIPA? If you were to say you know what, | don't ca re, | don't
7 want to spend that money, | don't want to do it, wh at would be
8 the consequence for LIPA?
9 MR. HERVEY: We won't make that improvement.
10 CO-CHAIRMAN LAWSKY: And what -- right. So there's no
11 incentive, as far as | can tell, for you to really have to make
12 that improvement.
13 MR. HERVEY: Well, there's certainly no fina ncial
14 incentive to do that, but there's a customer satisf action
15 incentive, and customer satisfaction is one of our core values.
16 And so, you know, we strive -- the reason we go thr ough a
17 lessons learned process, which is not mandated, it' S a process
18 that we voluntarily go through, is to be able to be come better.
19 And this is not a process for just electric utiliti es.
20 Utilities across the board use this process. Fire departments,
21 police departments, the military uses this lessons learned
22 process, and we go through that process in order to improve each
23 and every time. And so we have the desire there to do that.
24 And then at the end of the day, we have this list o f activities
25 we can perform to improve these lessons learned we can
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implement.

And | think you'll see from an Irene to Sandy
those were prioritized, put in buckets of category
three. The ones and twos were significantly implem
then you look at some that you choose not to, that
it from a cost benefit type of standpoint or any ot
know, if was it real or not, and you look and you t
evaluation of that.

But it is -- but at the end of day, the issue
go through the process deliberately, so that the ne
have a significant event, and Irene was at that tim
event in the past 20 some years, and clearly now Sa
largest event ever on the system, there will be les
There's no doubt about it.

CO-CHAIRMAN LAWSKY: This is truly I think a
question. Would you agree with me that if you hear
before a storm a weather prediction that the storm
be -- and just take my scale -- scale of one to 10,
will be anywhere from a seven to a 10, that you wou
for a 10 and hope for a seven,; is that fair?

MR. HERVEY: Yes. Absolutely.

CO-CHAIRMAN LAWSKY: National Grid also? Yo

MR. KING: Yes.
CO-CHAIRMAN LAWSKY: Okay. Last question.

after the storm | was traveling a lot on Long Islan
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just give you one example. | got a call from a fam
Bellmore where the husband of the family had to be
the time, and because the power had been out, could
oxygen, needed to have a generator, and so he was r
generator all day long, and then the generator woul
gas and he would have to walk to the gas station, t
oxygen off, and then come back home, put the oxygen
the generator, put the oxygen back on and continue
pray his power would come on.

We got that call, and the question we got from
only, all we want to know is when is our power goin
back on? We can -- we understand, we live on Long
power goes out when there's a big storm. We get th
Is so hard for us to decide how to deal with our pr
somewhat life-threatening problem potentially, was
if it's one week, two weeks, three weeks, four week
heard this over and over and over again on Long Isl
were traveling after the storm, and | know the Gove
a ton also.

And my question for you is, and I think it's a
Long Islanders want answered, what do you say to al
people now, what do you say to all the Long Islande
want to know why couldn't I get an answer for when
going to come back on?

MR. HERVEY: Well, | think there are a coupl

PRECISE COURT REPORTING
(516) 747-9393 (718) 343-7227 (212) 581-2570

143

ily in

on oxygen all
n't run the
unning the

d run out of
ake the

-- fuel up

to hope and

them was

g to come
Island, the

at. But what
oblem and

we don't know
s. And we
and as we

rnor heard it

guestion
| those
rs who still

my power was

e of things



12-20-12 Moreland

© 00 N oo o b~ w NP

N RN NN NN R R R R R R R R R R
g N W N P O © 0 N O O M W N B O

there. One is we told customers what to expect. W
customers to expect seven to 10 days before the sec
and then in the second storm, then we added that an
customers what to expect if their power was still o
length of time.

Now for a specific customer on a specific issu
we've discussed that early on this evening, that th
something that from a technology standpoint, from a
standpoint, when the damage is ongoing, the damage
of time of the job to restore that customer is unkn
crew is there, the number of crews that are availab
ramping up and changing over time, and there may be
of jobs that have to be done ahead of that job, tha
those things come together and say we cannot tell a
specifically what's going to happen.

So later in the storm we were able to tell cus
you're in this village, you're 85 percent -- your v
done 85 percent complete today, it'll be 90 percent
the next day, 99 the next day. We're able to give
thing on village by village later in the storm. We
been able to give that detailed information much ea
for the second storm.

But getting down to, there is -- and you will
utility after utility after utility, getting down t

customer you're going to be on a specific day is ju
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something that is going to be accurate, even if we

number.

CO-CHAIRMAN LAWSKY: I don't know if you wan

shot at that.

MR. BRUCKNER: No. | would agree with it.
agree.

CO-CHAIRMAN ABRAMS: You know, | want to --
point, Mark Green, Commissioner Green gave a vignet
happened to him tonight sitting next to a woman on
Island Rail Road coming out here. | want to share
what happened to me while waiting for an elevator t
down from my office building to go to the Long Isla

So one of my partners came to me and said, "l
involved at this Moreland Commission stuff. | want
what happened with me. 1 live in Manhasset. Day 1
power outage. We get a communication that you're n
have power for another five days, and four hours la
came on." So it's this communication issue.

At our hearing in Long Island last week, we he
county executives of Nassau and Suffolk speak exten
the misinformation, the lack of information, and th
communication business. So we keep hearing from yo
notions about near perfection in your performance,
get information, Commissioner Lawsky himself out th

of the Governor in Long Island talking to people, a
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these kinds of communication, and you know, there's
disconnect.

MR. HERVEY: There is a -- | agree there's a
between what customers think is possible and expect
we're able to deliver. There's certainly a disconn

MS. MAHONEY: Can | just add, | had one of t
stories, and you might be -- it might shed a little
It's not just from the customer's perspective, but
a man who was an electrician who was one of the sup
people that was brought to help after the storm, an
that he actually spent three full days without any
for what he was supposed to do, and at some point h
the safety gear that indicated what his job was bec
people in the neighborhood that were so upset with
they were there and they weren't doing anything. B
wasn't an assignment that was given.

And | know these kinds of things are anecdotes
Bob said and Mark said, we've been hearing this eno
there's enough of a pattern to at least suggest tha
could come up with some suggestions for us about ho
structure could change, so that these kinds of thin
know, | mean, we've all heard over and over when pe
you're part of the Moreland Commission, they want y
their story. There's no reason to doubt that these

true. And they're all anecdotes, but the total bec
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compelling at some point.

MR. GREEN: By the way, the late Senator Dan
Moynihan once said "the plural of anecdote is data.
acknowledge this is not scientific, what we just sa
last two minutes, but please let me turn back to --

MS. CALCATERRA: Mr. Bradford.

MR. HERVEY: My strong recommendation on the
zones, and I've said this publicly before, and | co
believe it, my strong recommendation is that there
mandatory coastal plan involving all agencies, and
quickly as possible before the next event, that all
municipal agencies and LIPA and any other agency in
together and have one cohesive plan. My very stron
recommendation that that is very important.

MS. CALCATERRA: Thank you. Mr. Bradford.

MR. BRADFORD: Thanks. | have two questions
in the earlier discussion of this model, the manage
model, we agreed that you didn't have any of this n
have some elsewhere in the world, got me thinking,
I've seen this arrangement elsewhere in the world,
second choice. That is, it's not what people actua

have, they'd like to be able to privatize or they'd

a healthy government-owned system, and the manageme

arrangements are basically a way of getting there,

either no one will buy the system in the shape it's
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existing government entity has shown that it can't
it's never the system of choice. And | wondered if
consistent with your experience with it as well?

MR. KING: Well, I'm going to speak directly
asset owner, you know, where you've got complete ow
accountability and your brand is certainly in front
customers, that puts you in complete control from d
accountability and meeting the customer's expectati
you break that down, you certainly run into an issu

MR. BRADFORD: Sounds like you just changed
to Mr. Abrams' question.

MR. KING: This is -- if you don't mind, if |
because it's actually important, because it goes to
qguestion.

MR. BRADFORD: Fair enough. But it does sou
actual recommendation.

MR. KING: | think when you step back and yo
history of LIPA, how it was formed, you know, the d
that it's been in place, etcetera, it's got a compl
different history, and how you take that and move i
future is something that, as | think everyone's com
it's been studied, it's been looked at, | have not
have never looked at it because it was never seen a
and we participated in the RFP, and went through th

with it.
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| don't think you can look at it and say why ¢
like an investor-owned utility, because its got suc
history, and how you unwind that history and think
forward is very, very complex. So it's night and d
why | don't really have the suggestion. And | know
frustrating the other responses, but it's not as si
very complex issue.

MR. BRADFORD: And I think | didn't make my
clear. It really was just whether you knew of situ
this model elsewhere in the world was really the ap
choice, because in my own experience in eight or 10
countries, it's always seen as a transitional condi
to get to privatization or to get to a more healthy
ownership.

MR. KING: And the example that | gave you in
one that is working extremely working well. And we
operating, but we don't own the assets.

MR. BRADFORD: And so that one they intend t
that. Okay. Thanks. Now the other question | hav
want to clear up something that's been puzzling me
the questions | asked before, and it has to do with
study and whether or not it was shown to National G
and 7. Mr. Bruckner, you said no. Mr. Hervey, you
actually it was to some employees. And | guess I'm

MR. BRUCKNER: Excuse me, sir, | did say tha
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recall seeing it, and when | -- recently when it wa
my attention over the last several days, | had inqu
staff if they had ever seen it and they had not see

MR. BRADFORD: Right. But, Mr. Hervey, you
fact, it was shown to some folks.

MR. HERVEY: That's right. It was shown to
are no longer there, as we went back and looked ove
But, again, what's important is that the results of
whether those are the same people who we're dealing
or not over a long period of time, what's important
design changes were made, the programs were put in
budgets are in place to implement the plan that was
back then. So, you know, that obviously all didn't
vacuum. So the issue is we don't have all the same
place as we did then at National Grid.

MR. BRADFORD: And | understand this in term
system. I'm trying to understand it more in terms
interaction of the two entities. Mr. Bruckner, you
during this time period, 2006-77?

MR. BRUCKNER: Yes, | was.

MR. BRADFORD: So these folks who are no lon
apparently didn't share whatever their reactions we
they just passed them back to LIPA.

MR. BRUCKNER: Yeah. So I think Mr. Hervey

it that while | may not have seen the report, there
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changes to the specifications that had been made on
specifications, and in fact, integrated into a capi
plan. The philosophies, as | understand Mike is sa
those philosophies and those investment decisions,
hardening projects have been built into the budge s

But, you know, | have not, and as | indicated
don't recall having seen that study and the genesis
projects were initiated. But | am aware, my team i
storm hardening initiatives being taken on by LIPA.

MR. BRADFORD: And at least as to the OMS, i
asset at that time?

MR. BRUCKNER: Again, I'd have to check as to
ownership issue at the time frame. | mentioned ear
‘07 or so time frame, again, subject to check, when
with an RFP, I'd have to check the time frame of th

we went out with an RFP and National Grid to replac

assets, whether or not the CARES system was LIPA's

MR. BRADFORD: But, Mr. Hervey, you did say
over in '097?

MR. HERVEY: | believe it was 2010.

MR. BRADFORD: 2010. Okay.

MS. CALCATERRA: Mr. Tishman.

MR. LIZANICH: Just as an added piece of inf
the storm hardening, according to the Navigant info

we have, there was roughly 25 things that they had
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All but six of those are either completed or in pro
there is a very close working relationship between
that Grid has about what storm hardening features L
interested in, and the work we have accomplished to
in time. So it's not like this is an unknown to an
have a pretty strong understanding of why those six
hadn't been started yet, and why the other 18 or 19
progress. | just thought I'd offer that up.

MS. CALCATERRA: Mr. Tishman.

MR. TISHMAN: 1 think this is a question for
Going back to a discussion we had quite a while ear
still puzzled by this new budget that was announced
relative to storm hardening for $500,000,000, and i

me that we have, you know, there's a wide delta bet

research has shown has been spent and what was budg

you said has been spent, and there are probably man
definitional issues in there that we don't understa
we're just never going to agree to. But my questio
something else.

You mentioned a few minutes ago a cost benefit
and those of us who run large businesses and have s
amount invested in capital constantly do analysis o
reward, and there's just something in your plan tha
extremely strange to me, and that's that if you've

numbers of significant storms, and we have a -- per
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define significant storms, but in the last few year
Irene and there's been Gloria and there's been ice
there's been regional examples of other devastating
National Grid has gone through. It seems to me wha
cut it, that a $500,000,000 investment sounds like
investment, but to spread it out over 20 years seem
particularly intelligent way to protect yourself an

the ratepayers. If you're acknowledging that -- an
benefit, my assumption is that when one of these st
that your damage is significantly more than $25,000
perhaps significantly more than the $500,000,000 in
event.

So I'm really wondering why there wasn't a dec
given perhaps a different concept of frequency of s
accelerate that significantly to perhaps prevent th
reduce your -- just reduce your losses?

MR. HERVEY: It's a great question, and I'll
2006 time frame and the time line that | indicated
this study. And at the time, | believe we thought,
do believe at the time, it was the only -- we were
utility in the northeast that was doing -- that was
a storm hardening program. In fact, as | recall, t
records -- there are records there of some discussi
of whether it was even necessary to do storm harden

since other utilities in New York State were not st
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storm hardening path.

So we developed a significant -- very signific
billion dollars is certainly a significant program
20-year period, and all of these capital expenditur
taken into account along with the rate impact.

So we balanced rate impact, in this case that
billion dollars would equate to about a 6/10th of a
increase in rates with the benefit that we could ge
highest value storm hardening and doing it first.

So the result, as an example, is the most stor
distribution assets that we had for Irene, as far a
were not damaged. So it was successful to the exte
was implemented. But all of our capital decisions
taken into account with rate impact. And so it's a
we do.

MR. TISHMAN: Do you ever -- | mean, I'm not
the way utilities operate, but do you think if you
mean, | don't know if you actually went to the rate
the notion of perhaps accelerating that expenditure
had under the we're going to make your system more
more robust, do you think ratepayers might have acc

MR. HERVEY: 1don't know if specifically th
know that our ratepayers on Long Island are very, v
to rate impacts of even a fraction of a percent. A

know, ultimately this was deliberated, and that siz
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1 was a good balance between being a leader in the ar ea at the
2 time, and also balancing rate impact over a long pe riod of time.
3 MS. CALCATERRA: Thank you. DA Rice.
4 MS. RICE: Mr. Hervey, | wonder if the seven of you right
5 here were to engage in the exercise that you call | essons
6 learned, it seems pretty clear to me given the answ ers that all
7 of you have given, that you would leave that meetin g slapping
8 each other on the back and saying job well done. M y question
9 Is, if and when you engage in the after action repo rt, the
10 lessons learned with the people underneath all of y ou, and in
11 fact they don't have that same reaction, are you go ing to listen
12 to that?
13 MR. HERVEY: The answer is absolutely. And | also just
14 have to back up. We as leadership go through this process
15 deliberately because it's the way that we improve o ver time, and
16 we believe in it. It's a very effective way to imp rove time
17 after time after time. And it is absolutely true t hat we will
18 find many, many lessons learned out of this, the bi ggest event
19 we've ever encountered, and we expect to find lesso ns learned.
20 MS. RICE: Mr. Hervey, it's been over a mont h and none of
21 you here can give even one example of something tha t could have
22 been done better. So | think what you're saying la cks
23 credibility.
24 MR. HERVEY: Well, from Irene we published a 109 page
25 report from our lessons learned.
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1 MS. RICE: No one here on this panel can say one thing

2 that could have been done better, right? Am | miss ing

3 something?

4 MR. HERVEY: Well, it's jumping the gun on t he process.

5 It is a very elaborate process --

6 MS. RICE: Mr. Hervey, it's been a month. Y ou have heard

7 reports. You've read newspapers. You've spoken to people. |

8 assume you've spoken to people working with LIPA, p eople within

9 National Grid. You've heard us tell you what peopl e have come
10 in and told us, and none of you have been able to g ive even one
11 example. | guess it's really a rhetorical question . I wonder
12 about the efficacy and the values of this lesson le arned process
13 if I can't get one of you to say one thing that you would have
14 done differently or better.
15 MR. LIZANICH: | guess I'd like to comment t o that. One
16 of the dangers that we would have as leaders of tel ling staff
17 what we think needs to be better would be we would squelch the
18 creativity of staff. So by us coming to them and s aying "here's
19 the three things that we think are the most critica | things we
20 have to work on going forward," that would be somet hing we could
21 do, but then what we would also miss is the knowled ge and the
22 experience of the people that were on the ground, b oots on the
23 ground, people that were working in the areas where they do --
24 I'm sure there are plenty of ideas and opportunitie s that will
25 come out of Sandy, but for us to sit here and tell staff here's

PRECISE COURT REPORTING
(516) 747-9393 (718) 343-7227 (212) 581-2570



12-20-12 Moreland

© 00 N oo o b~ w NP

N RN NN NN R R R R R R R R R R
g N W N P O © 0 N O O M W N B O

the things that are most important to us would defi
them in a position where they'll take our word as g
necessarily even offer to us the opportunities and
that we value, because they know it better than we
they're on the ground, they're in the streets, they
the desk, behind the terminals doing the work.

MS. RICE: Mr. Lizanich, that is one of the
unbelievable statements | have ever heard in my lif
think that if you were to tell people who lost thei
lost loved ones, who don't have a home anymore, who
business anymore that squelching the creativity of
works for LIPA takes paramount importance to their
their livelihood, | wouldn't say that outside of th
this room if | were you.

MR. LIZANICH: With all due respect, the cont
diminishing the importance of this. The point is,
right time for us to have those discussions. As Jo
indicated earlier, we have people still involved in
We haven't gotten to that point in the process to b
this effectively so that we can achieve improvement

MS. RICE: And that is not an answer that's
satisfy people the next time a storm hits.

MR. HERVEY: And so | have offered a very st
suggestion, a very strong recommendation of opportu

improvement, and that's that there be a mandate, an
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suggest from the state level, to have a regional mu
task force and plan around the coastal flooding iss

MS. RICE: Mr. Hervey, you could have made t
recommendation any time in the 30 some odd years yo
involved on Long Island. So to come -- for that to
recommendation that you come up with, when you coul
that at any time, knowing that Long Island, as an i
subject to the surge and floods that we saw in Sand
credulity as well.

MS. CALCATERRA: Any other questions by the
Commissioners? Well, I'd like to thank the witness
appearing this evening, and I'd like to thank the a
also appearing and making this as expedited as poss

MR. HERVEY: If you don't mind, I'd like to
statement.

MS. CALCATERRA: Yes. Aslong as it's a bri

MR. HERVEY: Thank you. And | believe the c
also submitting some written statements too.

MS. CALCATERRA: Yes. And I just want to cl
record that when parties are subpoenaed in a public
they have a right to make -- they have the right to
statement, and that statement can be submitted at t
hearing or they can do it in writing, and some of t
here have submitted it to us in writing, but Mr. He

to read his statement.
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MR. HERVEY: Thank you. And | will make it
statement. It's important, because of the nature o
| just let you know that as the chief operating off
Long Island Power Authority, | certainly recognize
disruption of our daily lives, and that breeds frus
when it's brought about by a storm of such unimagin
maghnitude.

In the aftermath of Superstorm Sandy, the safe
customers and the dedicated workers who restored po
region was paramount. | am proud to say that the p
restored without the loss of life or serious injury
sincere hope that as we deal with the forces of nat
increasing frequency and unpredictability, the asse
this event is less about blame and more about the h
evaluation of how to move forward to improve our sy
future storms.

Now incorporated in my written comments are se
that I'll just very briefly go through. First of a
know this was an unprecedented series of storms. S
Sandy takes our attention, but from an electrical s
standpoint, it cannot at all be underestimated the
second storm, which was a nor'easter accompanied by
That extended our outage time by many days, and bot
storms together far exceeded any of the weather for

the damage of forecasts that were out there.
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It was two to three times larger than any stor
Long Island history. There were over 40,000 damage
compared to Irene with 18,000 and Gloria with 6,000
storm hardening standpoint, LIPA puts a tremendous
money into the capital program, and that's the capi
that builds up and restores the system and manages
itself, and it's over $3.3 billion in capital inves
T & D system and IT infrastructure during LIPA's ex
we've talked about the $500,000,000, half a billion
20-year investment for storm hardening that's in pl

There are many, many improvements since Irene.
in an ability to call customers to advise on prepar
restoration. As far as we know, we just did -- cer
first time we've done it and certainly a very rare
utilities in the area. We revamped the communicati
center to maximize coordination and access. We tes
procedures with routine drills between Irene and Sa
times in some cases. Conducted municipal calls, a
enhancement that seemed to be received pretty well
municipalities. We conducted those through the who
ahead of the event twice a day.

We had a public awareness campaign all spring
with municipal officials to let them know what to p
and expect for an event such as this. We've talked

this estimated time of restoration, the ability to
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customers specific information. | think you've hea
that, but the one thing you should know is that eve
ability not to be able to give us ETRs was -- did n
my opinion, did not affect the restoration time per
not slow down the restoration.

Following, from a standpoint of response and r
we followed detailed plans that were in place ahead
They were rehearsed. They were trained. They were
to what other utilities had. Our plans, in fact, a
after many of the southern states that see these ty
on a regular basis.

We adhered -- as two organizations together, w
those emergency plans. One of the facts that's los
restored power to 85 percent of our customers in th
days. That's a very important statistic to remembe
percent of our customers had their power restored i
seven days.

Ramped up and managed thousands of off island
emergency response personnel. That's a tremendous
operation on its own. And coordinated -- we had ad
challenges here. We just spoke about the fuel, the
supply which was a challenge during the event. We
challenges such as the presidential election that b
priority for us in making sure we had polling place

So just in conclusion of those brief comments,
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that the written statement that | provided be made
record of these proceedings. And thank you all for
in these commissions. | thank you very much.

MS. CALCATERRA: Brief statement?

MR. BRUCKNER: | have a brief statement as w

MS. CALCATERRA: Yes.

MR. BRUCKNER: Thank you. | have a brief st
want to close with. However, for entry into the re
want to submit a written statement.

Co-Chairman Abrams and Lawsky, distinguished m
Moreland Commission, and all others in attendance,
again for inviting us to attend this evening. Itw
difficult and challenging time for the residents of
and | am overwhelmed by the sense of community exhi
those that came together to help neighbors during t
need.

I'd like to reiterate my sympathies for the ma
many of whom are friends, families and neighbors of
lost their lives, personal belongings, their homes
separated from their families due to Superstorm San
ensuing nor'easter that devastated Long Island and
than 10 million customers along the US east coast.

I would like to recognize the efforts of those
from National Grid and LIPA who exhibited great res

the restoration, remaining focused and dedicated to
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monumental task before them, even while suffering t
personal losses to their homes, property and famili

In just three days from the storm's passing, n
customer outages were restored, and restoration eff
the system continued to steadily progress. Within
85 percent of the customer outages were restored, a
well on its way to meet its target of 90 percent of
customers outside the hardest hit areas by Wednesda
7.

On that day, however, mother nature delivered
nor'easter that produced high winds, rains and accu
snow, and more importantly, an additional 123,000 c
outages, while necessitating that crews be temporar
of the field and forced to stand down due to concer
safety. Even with the set back, progress continued
Tuesday, November 13, 99 percent of the customers h
restored, and early the next day, all customers who
accept power had been restored. Overall, in just t
over 1.2 million customer outages attributed to the
of Superstorm Sandy and the nor'easter had been res
formidable accomplishment given the severe damages

| cannot say enough about the commitment of al
employees and our great relationship we share with
its leadership and the partnership with the Long Is

Authority. Working together, while capitalizing on
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from NYPA and the New York State Department of Publ

we were able to safely address the effects of the m
devastating storm to ever hit Long Island. Thanky
MR. GERMANO: Ms. Calcaterra, if | could jus
submitted a request to put in comments, and | will
| don't have them here tonight, but we will be doin
MS. CALCATERRA: You can do that through our
or also through our website as well. But thank you
And thank you very much for appearing here this eve
MR. LIZANICH: Likewise on his comment, I'll
as well. | will be submitting one as well.
MS. CALCATERRA: We look forward to receivin

thank you again for all appearing.

CO-CHAIRMAN ABRAMS: This hearing is closed.

(TIME NOTED: 9:57 P.M.)
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2
3
4
5 |, EDWARD LETO, a Notary
6 Public in and for the State of New
7 York, do hereby certify:
8 THAT the foregoing is a true and
9 accurate transcript of my stenographic
10 notes.
11 IN WITNESS WHEREOF, | have
12 hereunto set my hand this 31st day of
13 December, 2012.
14 / %
16 e
17 EDWARD LETO
18
19
20
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