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Chairman Manchin, Ranking Member Barrasso, Members of the Committee.
Thank you once again for the privilege to appear before you with my colleagues from FERC.

The United States is heading for a reliability crisis. I do not use the term “crisis” for melodrama,
but because it is an accurate description of what we are facing. | think anyone would regard an
increasing threat of system-wide, extensive power outages as a Crisis.

In summary, the core problem is this: Dispatchable generating resources are retiring far too
quickly and in quantities that threaten our ability to keep the lights on. The problem generally is
not the addition of intermittent resources, primarily wind and solar, but the far too rapid
subtraction of dispatchable resources, especially coal and gas.

To cite just one example: Just a few weeks ago, Manu Asthana, the CEO of the PJM regional
transmission organization — the largest RTO in the country in terms of consumers served -- said
that PJM faced the likelihood of losing 40 gigawatts of generation capacity by 2030 through
early retirements of generating units. 90% of this retiring capacity is dispatchable generation,
primarily coal and gas. Meanwhile PJM faces load growth of an additional 13 gigawatts by
2030. The PJM interconnection queue, however, largely consists of intermittent generation,
primarily wind and solar.! In terms of capacity value — which is the amount of power that can be
supplied to the grid when needed -- one nameplate megawatt of wind or solar is simply not equal
to one nameplate megawatt of gas, coal or nuclear. So even if every unit waiting in the PJM
interconnection queue was interconnected, that would not solve the reliability problem caused by
too-rapid loss of dispatchable generation. The numbers just do not balance. The PJM CEO
warned that PJM needed to slow the pace of generator retirements or face reliability problems.?

The same problem of cascading retirements of dispatchable resources is also present in other
RTOs. MISO, which serves the Midwest and parts of the Southeast, has also been warning
regularly about this coming reliability threat.

The nation’s designated reliability experts at the North American Electric Reliability Corporation
(NERC) have warned about this threat repeatedly.
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So the red lights are flashing and there is no excuse not to see them.
What are the chief reasons? | will focus on two.

First, market design in the RTO markets. These markets — which are not really markets at all
but administrative constructs with some market characteristics — were designed almost a quarter
century ago for a different era with far different challenges than we face today. This is especially
true of the capacity markets used in PJM and other eastern RTOs, as well as MISO.

Second, specifically with regard to natural gas, which has been growing rapidly as a source of
dispatchable power generation, the national campaign of legal warfare being conducted against
every single natural gas pipeline or related facility has prevented the construction of vitally
needed natural gas transportation infrastructure. Natural gas power generators need a steady and
dependable supply of natural gas to generate and deliver power to the grid, and that takes
necessary pipeline infrastructure, but the construction of this infrastructure has been all-too-often
blocked through legal warfare conducted in all agencies and in all courts.

Since FERC regulates the RTO power markets and has reliability duties under the Federal Power
Act, as well as the duty under the Natural Gas Act to permit needed natural gas infrastructure, |
believe it is my duty as a member of FERC to call attention to the serious threat to reliability that
is looming on the horizon.

Thank you, Mr. Chairman and members of the Committee. | am happy to answer your
questions.



