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The IMM reviewed the auction activity in each round of the FCA and the final
results of the FCA conducted on August 2-3, 2010. Each round of the auction
was evaluated by the IMM and no evidence of collusive or manipulative behavior
was noted. Based on my role as Vice President of the IMM, I certify that no anti-

competitive behavior was evident.

WERE THERE ANY NOTEWORTHY AUCTION OUTCOMES?

Yes. As described in the testimony of Mr. Stephen Rourke, Salem Harbor 3 and
Salem Harbor 4 submitted Static De-list Bids and the Vermont Yankee Nuclear
Station (“Vermont Yankee”’) submitted a Dynamic De-List Bid, all of which
would have cleared the auction, but the resources were determined by the ISO to
be needed for reliability reasons. If Salem Harbor 3 and/or Salem Harbor 4 are
retained for the 2013-2014 Capacity Commitment Period, the resources will be
paid their Net Risk Adjusted Going Forward Cost (“NRAGFC”) as approved by

the Commission in the Informational Filing Order.?

THE COMMISSION APPROVED THE NRAGFC FOR THE DE-LIST
COMBINATION OF SALEM HARBOR 3 AND 4. CAN YOU PROVIDE
THE NRAGFC FOR OTHER POTENTIAL SALEM HARBOR UNIT
COMBINATIONS THAT COULD MEET THE NEED IDENTIFIED IN
MR. ROURKE’S TESTIMONY?

Yes. Table 1 below provides the NRAGFC results of other Salem Harbor Station
combinations.

Table 1-- Results of Salem Harbor Unit Combinations

Unit Combinations Combined MW NRAGFC $/kW-month
SAL2 & SAL4 516.754 $ 39,327,164 $6.342

SALI & SAL4 518.742 $37,721,719 $6.060
SAL3 & SAL4 586.559 $35,225,468 $5.005°

? Informational Filing Order at P 25.
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Q: VERMONT YANKEE SUBMITTED A DYNAMIC DE-LIST BID AT
$3.933/KW-MONTH. IS THAT THE RATE AT WHICH THE RESOURCE
WILL BE COMPENSATED?

A: Not necessarily. Pursuant to Section I11.13.2.5.2.5.1 (a)(i) of the Tariff, Dynamic
De-List Bids that are rejected for reliability reasons are subject to review and
approval by the Commission under the “just and reasonable” standard of Section
205 of the Federal Power Act. Therefore, even though Vermont Yankee de-listed
at $3.933/kW-montbh, if the resource is retained for the 2013-2014 Capacity
Commitment Period, the compensation for the resource will be determined by the

Commission in its order on this FCA Results Filing.

Q. DOES THIS CONCLUDE YOUR TESTIMONY?
A. Yes.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on cg/30//‘3 Mﬂ-
— D_m»{

David LaPlante.

Hampshire County, ss
N :
On thisc ) day of August 2010, before me, the undersigned notary public, personally

appeared David LaPlante, proved to me through satisfactory evidence of identification,

which was personal knowledge of identify, to be the person who signed the preceding
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or attached document in my presence, and who swore or affirmed to me that the contents

of the document are truthful and accurate to the best of his knowledge and belief.

}-SU»'L:L'I ) y)/] : In( LUNES oV

Linda M. Morrison, Notary Public

My Commission Expires: January 28, 2011
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

)
ISO New England Inc. ) Docket No. ER10-___-000

)

TESTIMONY OF LAWRENCE M. AUSUBEL

Q. PLEASE STATE YOUR NAME, TITLE AND BUSINESS ADDRESS.
My name is Lawrence M. Ausubel. Iam the Chairman and Founder of Power
Auctions LLC, the company that has helped to design, implement, and administer
the Forward Capacity Auction (“FCA”) for ISO New England Inc. (the “ISO”). 1
am also the President of Market Design Inc. and a Professor of Economics at the
University of Maryland. My business address is 1000 Potomac St. NW Suite 260,

Washington, DC 20007.

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND
WORK EXPERIENCE.

A. I have an A.B. in Mathematics from Princeton University, an M.S. in
Mathematics from Stanford University, an M.L.S. in Legal Studies from Stanford
University, and a Ph.D. in Economics from Stanford University.

I am the Chairman of Power Auctions LLC, a provider of auction implementation
services and software worldwide. I am also the President of Market Design Inc.,
an economics consultancy that offers services in the design of auction markets.

Over the past several years, I have played a lead role in the design and
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No. 2, April 1993, pp. 435-461.

“A Generalized Theorem of the Maximum” (with R, Deneckere), Economic Theory, Vol. 3,
No. 1, January 1993, pp. 99-107.

“Durable Goods Monopoly with Incomplete Information” (with R. Deneckere), supercedes
“Stationary Sequential Equilibria in Bargaining with Two-Sided Incomplete
Information,” Review of Economic Studies, Vol. 59, No. 4, October 1992, pp. 795-
812.

“Bargaining and the Right to Remain Silent” (with R. Deneckere), Econometrica, Vol. 60,
No. 3, May 1992, pp. 597-625.

“The Failure of Competition in the Credit Card Market,” American Economic Review, Vol.
81, No. 1, March 1991, pp. 50-81; reprinted as Chapter 21 in Advances in Behavioral
Finance (D. Thaler, ed.), Russell Sage Foundation, 1993.

“Insider Trading in a Rational Expectations Economy,” American Economic Review, Vol. 80,
No. 5, December 1990, pp. 1022-1041.

“Partially-Revealing Rational Expectations Equilibrium in a Competitive Economy,”
Journal of Economic Theory, Vol. 50, No. 1, February 1990, pp. 93-126.

“A Direct Mechanism Characterization of Sequential Bargaining with One-Sided Incomplete
Information” (with R. Deneckere), Journal of Economic Theory, Vol. 48, No. 1, June
1989, pp. 18-46; reprinted as Chapter 15 in Bargaining with Incomplete Information
(P. Linhart, R. Radner, and M. Satterthwaite, eds.), Academic Press, 1992,

“Reputation in Bargaining and Durable Goods Monopoly” (with R. Deneckere),
Econometrica, Vol. 57, No. 3, May 1989, pp. 511-531; reprinted as Chapter 13 in
Bargaining with Incomplete Information (P. Linhart, R. Radner, and M.
Satterthwaite, eds.), Academic Press, 1992,

“One is Almost Enough for Monopoly” (with R. Deneckere), Rand Journal of Economics,
Vol. 18, No. 2, Summer 1987, pp. 255-274.

Patents and Published Patent Applications

“System and Method for a Hybrid Clock and Proxy Auction” (with Peter Cramton and Paul
Milgrom), U.S. Patent Number 7,729,975, issued June 1, 2010.

“System and Method for an Efficient Dynamic Multi-Unit Auction,” U.S. Patent Number
7,467,111, issued December 16, 2008.

“System and Method for an Efficient Dynamic Multi-Unit Auction,” U.S. Patent Number
7,343,342, issued March 11, 2008.

“Ascending Bid Auction for Multiple Objects,” U.S. Patent Number 7,337,139, issued



February 26, 2008.

“Computer Implemented Methods and Apparatus for Auctions,” U.S. Patent Number
7,249,027, issued July 24, 2007.

“System and Method for an Efficient Dynamic Multi-Unit Auction,” U.S. Patent Number
7,165,046, issued January 16, 2007.

“System and Method for an Efficient Dynamic Multi-Unit Auction,” U.S. Patent Number
7,062,461, issued June 13, 2006.

“System and Method for an Auction of Multiple Types of Items,” International Patent
Application No. PCT/US02/16937, published December 5, 2002.

“System and Method for a Dynamic Auction with Package Bidding,” International Patent
Application No. PCT/US01/43838, published May 30, 2002.

“System and Method for an Efficient Dynamic Auction for Multiple Objects,” U.S. Patent
Number 6,026,383, issued February 15, 2000.

“Computer Implemented Methods and Apparatus for Auctions,” U.S. Patent Number
6,021,398, issued February 1, 2000.

“Computer Implemented Methods and Apparatus for Auctions,” U.S. Patent Number
5,905,975, issued May 18, 1999.

Encyclopedia Entries and Book Reviews

“Auction Theory,” New Palgrave Dictionary of Economics, Second Edition, Steven N.
Durlauf and Lawrence E. Blume, eds., London: Macmitlan, 2008.

“Credit Cards,” McGraw-Hill Encyclopedia of Economics, McGraw-Hill, 1994.

“Book Review: The Credit Card Industry, by Lewis Mandell,” Journal of Economic
Literature, Vol. 30, No. 3, September 1992, pp. 1517-18.

“Credit Cards,” New Palgrave Dictionary of Money and Finance, Stockton Press, 1992.

Working Papers

“Core-Selecting Auctions with Incomplete Information” (with Oleg V. Baranov), working
paper, University of Maryland, August 2010.

“Common-Value Auctions with Liquidity Needs: An Experimental Test of a Troubled Assets
Reverse Auction” (with Peter Cramton, Emel Filiz-Ozbay, Nathaniel Higgins, Erkut
Ozbay and Andrew Stocking), working paper, University of Maryland, December
2008.



“A Troubled Asset Reverse Auction” (with Peter Cramton), working paper, University of
Maryland, October 2008.

“Penalty Interest Rates, Universal Default, and the Common Pool Problem of Credit Card
Debt” (with Amanda E. Dawsey), mimeo, University of Maryland, March 2008.

“Non-Judicial Debt Collection and Informal Bankruptcy” (with Amanda E. Dawsey and
Richard Hynes), University of Virginia Law School working paper, February 2008.

“Time Inconsistency in the Credit Card Market” (with Haiyan Shui), mimeo, University of
Maryland, January 2005.

“Informal Bankruptcy” (with Amanda E. Dawsey), mimeo, University of Maryland,
April 2004.

“Adverse Selection in the Credit Card Market,” mimeo, University of Maryland, June 1999;
revise and resubmit at American Economic Review.

“The Credit Card Market, Revisited,” mimeo, University of Maryland, July 1995.
“Walrasian Tatonnement for Discrete Goods,” mimeo, University of Maryland, July 2005.

“Demand Reduction and Inefficiency in Multi-Unit Auctions” (with Peter Cramton), Working
Paper No. 96-07, University of Maryland, July 2002.

“Bidder Participation and Information in Currency Auctions” (with Rafael Romeu), Working
Paper WP/05/157, International Monetary Fund, 2005.

“A Mechanism Generalizing the Vickrey Auction,” mimeo, University of Maryland,
September 1999.

“The Ascending Auction Paradox” (with Jesse Schwartz), mimeo, University of Maryland,
July 1999.

“The Optimality of Being Efficient” (with Peter Cramton), mimeo, University of Maryland,
June 1999.

“Sequential Recontracting Under Incomplete Information” (with Arijit Sen), mimeo,
University of Maryland, June 1995.

“Separation and Delay in Bargaining” (with Raymond Deneckere), mimeo, University of
Maryland, April 1994.

“A Model of Managerial Discretion and Corporate Takeovers,” mimeo, University of
Maryland, March 1993.

“Rigidity and Asymmetric Adjustment of Bank Interest Rates,” mimeo, University of
Maryland, August 1992,



“Oligopoly When Market Share Matters,” mimeo, Stanford University, May 1984.
“Partially-Revealing Equilibria,” Stanford University, Department of Economics,

August 1984, Dissertation committee: Mordecai Kurz (principal advisor); Peter J.
Hammond; Kenneth J. Arrow.

Works in Progress

“Sequential Kidney Exchange” (with T. Morrill)
“The Hungarian Auction” (with T. Morrill)

“Bargaining and Forward Induction” (with R. Deneckere)

Op-Eds

“Making Sense of the Aggregator Bank” (with Peter Cramton), Economists’ Voice, Vol. 6,
Issue 3, Article 2, February 2009.

“No Substitute for the ‘P’-Word in Financial Rescue” (with Peter Cramton), Economists’
Voice, Vol. 6, Issue 2, Article 2, February 2009.

“Auction Design Critical for Rescue Plan” (with Peter Cramton), Economists’ Voice, Vol. 5,
Issue 5, Article 5, September 2008.

Research Grants

Principal Investigator, “Common-Value Auctions with Liquidity Needs” (with P. Cramton,
E. Filiz-Ozbay and E. Ozbay), National Science Foundation Grant SES-09-24773,
September 1, 2009 — August 31, 2011.

Principal Investigator, “Dynamic Matching Mechanisms” (with P. Cramton), National
Science Foundation Grant SES-05-31254, August 15, 2005 — July 31, 2009.

Co-Principal Investigator, “Slot Auctions for U.S. Airports” (with M. Ball, P. Cramton and
D. Lovell), Federal Aviation Administration, September 1, 2004 — August 31, 2005.

Co-Principal Investigator, “Rapid Response Electronic Markets for Time-Sensitive Goods”
(with G. Anandalingam, P. Cramton, H. Lucas, M. Ball and V. Subrahmanian),
National Science Foundation Grant I1IS-02-05489, Aug 1, 2002 — July 31, 2005.

Principal Investigator, “Multiple Item Auctions” (with P. Cramton), National Science
Foundation Grant SES-01-12906, July 15, 2001 — June 30, 2004.

Principal Investigator, “Auctions for Multiple Items” (with P. Cramton), National Science



Foundation Grant SBR-97-31025, April 1, 1998 — March 31, 2001.

Co-Principal Investigator, “Auctions and Infrastructure Conference” (with P. Cramton),
National Science Foundation, April 1, 1998 — March 31, 1999.

Principal Investigator, “Bargaining Power, Sequential Recontracting, and the Principal-Agent
Problem” (with A. Sen), National Science Foundation Grant SBR-94-10545,
October 15, 1994 — September 30, 1997.

Principal Investigator, “Insider Trading and Economic Efficiency,” The Lynde and Harry
Bradley Foundation, May 15, 1989 — May 14, 1992.

Principal Investigator, “Bargaining with One- and Two-Sided Incomplete Information” (with
R. Deneckere), National Science Foundation Grant SES-86-19012, June 1, 1987 —
May 31, 1989.

Principal Investigator, “Information Transmission in Bargaining and Markets” (with R.

Deneckere), National Science Foundation Grant IST-86-09129, July 1, 1986 —
June 30, 1987.

Professional Service

Testified before the Committee on Banking, Housing and Urban Affairs of the US Senate,
Hearing on “Modernizing Consumer Protection in the Financial Regulatory System:
Strengthening Credit Card Protections,” February 12, 2009.

Testified before the Subcommittee on Financial Institutions and Consumer Credit of the
US House of Representatives, Hearing on “The Credit Cardholders’ Bill of Rights:
Providing New Protections for Consumers,” March 13, 2008.

Member, National Science Foundation Economics Panel, 2004—-2005.

Associate Editor, Berkeley Electronic Journals of Theoretical Economics, 2004—present.

Guest Associate Editor, Management Science, issue on Electronic Auctions, 2003.

Program Chair of the 2001 North American Summer Meeting of the Econometric Society
(with Peter Cramton), University of Maryland, June 21-24, 2001.

Program Committee of the North American Summer Meeting of the Econometric Society,
UCLA, June 2002, and University of Pennsylvania, June 1991.

Organized Maryland Auction Conference (with Peter Cramton), Wye River Conference
Center, May 1998, sponsored by the National Science Foundation, the World Bank,
and the University of Maryland.

Spoke at a Forum on Bankruptcy of the Financial Services Committee of the United States
House of Representatives, February 28, 2001.



Testified before the Subcommittee on Commercial and Administrative Law of the United
States House of Representatives, Hearing on the Consumer Bankruptcy Issues in the
Bankruptcy Reform Act of 1998, March 10, 1998.

Testified before the Subcommittee on Financial Institutions and Regulatory Relief of the
United States Senate, Hearing on Bankruptcy Reform, February 11, 1998.

Testified before the National Bankruptcy Review Commission, January 1997.

Referee for: American Economic Review, Econometrica, European Economic Review, Games and
Economic Behavior, International Journal of Game Theory, International Journal of
Industrial Organization, Journal of Banking and Finance, Journal of Business, Journal of
Economic Theory, Journal of Financial Intermediation, Journal of Political Economy,
Quarterly Journal of Economics, Rand Journal of Economics, Review of Economic
Studies, and the National Science Foundation.

Professional Organizations

American Economic Association
Econometric Society
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List of New England Governors and Utility Regulatory Agencies



The Honorable John E. Baldacci
One State House Station

Rm. 236

Augusta, ME 04333-0001
Karin.tilberg@maine.gov
Kelly.arata@maine.gov

John Shea

Power Planning Committee

New England Governors’ Conference
Inc.

76 Summer Street, 2™ floor

Boston, MA 02110-1226
Charon2@msn.com

Heather Hunt

Executive Director
NESCOE

242 Whippoorwill Lane
Stratford, CT 06614
HeatherHunt@nescoe.com
HReiter@stinson.com

Rhode Island Public Utilities
Commission

89 Jefferson Blvd.

Warwick, Rl 02888
Sscialabba@ripuc.state.ri.us
nucci@puc.state.ri.us
Proberti@puc.state.ri.us

The Honorable M. Jodi Rell
State Capitol

210 Capitol Ave.

Hartford, CT 06106
Governor.Rell@ct.gov

New Hampshire Public Utilities
Commission

21 South Fruit Street

Ste. 10

Concord, NH 03301-2429
RegionalEnergy@puc.nh.gov

Massachusetts Dept. of Public Utilities
One South Station

Boston, MA 02110
John.j.keene@state.ma.us

Vermont Public Service Board
112 State Street, Drawer 20
Montpelier, VT 05620-2701
HReiter@stinson.com
Hans.mertens@state.vt.us

Harvey L. Reiter, Esq.

Counsel for New England Conference
Of Public Utilities Commissioners,
Inc.

c/o Stinson Morrison Hecker LLP
1150 18™ Street, N.W., Ste. 800
Washington, DC 20036-3816
HReiter@stinson.com

William M. Nugent, Executive

Director

New England Conference of Public
Utilities Commissioners

50 Forest Falls Drive, Suite 6

Yarmouth, ME 04096-6937

director@necpuc.org

Maine Public Utilities Commission
State House, Station 18

242 State Street

Augusta, ME 04333-0018
Maine.puc@maine.qgov

Connecticut Dept. of Public Utilities

10 Franklin Square

New Britian, CT 060512605
dpuc.executivesecretary@po.state.ct.us
and robert.luysterborghs@po.state.ct.us

The Honorable John H. Lynch
Office of the Governor

26 Capital Street

Concord NH 03301
governorlynch@nh.gov






