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PROCEEDI NGS

CHAI RVAN | GNATI US: Thank you,
everyone, for com ng back pronptly.

M. Traum you are still on
the stand. And M. Eaton, you have
questions?

Before we begin, is there
anyt hing el se we shoul d addr ess
procedurally? At sone point today we shoul d
talk, if we don't finish -- and |I'm happy to
be positive. But if we don't finish, we
shoul d tal k about other dates, and if people
have checked any of the dates that | read
off this norning. Do we know if April 12th
is a possibility, or is that a problemfor
anyone?

M5. HOLLENBERG | have
sonething | had to reschedul e on account of

t he Lakes Regi on heari ng bei ng extended. But

if it works for everyone else, |I'll do what I
can to nake it work. | think it works for our
W t ness.

CHAl RVAN | GNATIUS: Al right.

M. Peress.
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MR. PERESS: WMadam Chair,
unfortunately, |I'mleaving for vacati on on
April 12th and returning on April 23rd.

CHAI RVAN | GNATI US: We coul d
come wWth you.

CMBR. HARRI NGTON: You can
vacati on here.

MR. PERESS:. |'m going fishing.
So, you're wel cone.

CHAI RVAN | GNATI US:  All right.
So our next date was April 23rd. And you're
still away at that point?

MR. PERESS: | return on the
23rd.

CHAI RVAN | GNATI US: And t hat
gets us into May 1st is the next possible
date, which is awfully | ate.

MR. SPEIDEL: That doesn't work
for Staff's wtness, actually, M. Arnold.

CHAI RVAN | GNATI US: So what do
we do? Wiy don't we | eave at a break and
everybody tal k about that, because none of
t hose dates worked. W can | ook farther out

into May to try to acconmbdate everyone, or we
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[WITNESS: Traum]

go to sone other way of having it covered wth
ot her people fromyour offices or sonething.
| don't want to try to work that out right now
wth everyone on the record, but we need to
cone up with a plan. So, at an afternoon
break we'll work on that.
So, M. Traum
CROSS- EXAM NATI ON

BY MR EATON:

Q

Thank you. M. Traum could we tal k about
some of the paraneters of |east cost planning,
what's required and ot her standards t hat
apply?
Certainly.
The | east cost planning statute in Chapter 378
requires us to |l ook at conpliance with the
Clean Air Act standards of -- or the
requi rements of the dean Air Act; is that
correct?

(Wtness revi ews docunent.)
If you could -- not being an attorney, at a
mnimum if you could provide ne the
citation?

378:38. And |I'mreadi ng, "Each such plan
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[WITNESS: Traum]

>

shall include, but not be l[imted to the
follow ng"” -- and |I' mreadi ng Ronan Nuner al
VIl -- "assessnent of the Plan integration and

i npact on state conpliance with the Cean Air
Act amendnents of 1990."
So the Conpany is required to assess
our conmpliance with the Clean Air Act of
1990; correct?
That's what it appears to indicate.
And the standards fromthe Commission's letter
concerni ng the | anguage that what is
reasonably foreseeabl e al so tal ks about
conpl i ance pl anni ng; correct?
MS. HOLLENBERG  Excuse nme. Do
you have the letter in front of you, M.
Tr auntf?
G ve ne a second, please.
(Wtness revi ews docunent.)
Ckay. You're referring to Exhibit TC2,
whi ch was the Conm ssion secretarial letter
of Decenber 28, 2010.
Yes.
Yes, | have that in front of ne.

And does that tal k about conpliance pl anni ng?
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[WITNESS: Traum]

It tal ks about, and I'lIl quote, "to plan for
conpliance with environnental requirenents

i nposed or established after the date of the
Least Cost Integrated Resource Plan initial
filing," unquote. And then it goes on to
say, "The Comm ssion notes, as a general
matter, that a sound pl anni ng process shoul d
consi der reasonably foreseeable regul atory
changes," et cetera.

So if I could read those two phrases together,
"complying with reasonably foreseeabl e

envi ronnent al standards.”

Pl an for conplying with reasonably

f oreseeabl e regul at ory changes.

Fi ne. Based upon your experience at the
Comm ssi on and your participation in energy
service cases, is PSNH required to use its
plants to supply energy service?

By statute. And | believe it was an issue
that was rai sed by Conm ssi oner Harrington
yesterday about if -- for supplying the
needs of their energy service custoners, in
part, you dispatch their plants when it's

economcal to, and other tinmes go to |I SO and
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[WITNESS: Traum]

10

t he market.

And have you been involved in previous | east
cost pl anni ng dockets?

| have been, to an extent. As noted by your
W tness, M. Large, yesterday, there had
been waivers in a nunber of years with
regards to | east cost conpliance.

Wth respect to the nost recent two or three,
has the question of planning for divestiture
cone up?

| believe it was an issue within the | ast
Least Cost Plan. | don't knowif it was in
t he one preceding that.

Way di vestiture has becone an issue is
because the world has changed with regards
to energy pricing and what has happened to
t he natural gas market, making your plants
nore and nore uneconom ¢ on a vari abl e cost
basi s.

But as far as the adequacy of the Plan that
was filed, was PSNH required to or even
permtted to anal yze divestiture?

| would say you were certainly permtted to.

Didn't the Comm ssion rule in the previous
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[WITNESS: Traum]

11

proceedi ng that divestiture and retirenent are
part of a different statutory schenme that the
Commission is required to fol | ow?

M5. HOLLENBERG  Excuse ne, M.
Eaton. Do you have a reference that you can
refer the wtness to, please?

MR. EATON. The question from
counsel is what?

MS5. HOLLENBERG. Do you have a
reference? | think you' re asking M. Traumto
opi ne about whether or not there's another
statutory schene that applies to the
di vestiture or retirenent --

MR. EATON:  Yeah.

MS5. HOLLENBERG -- and | just
wondered if you had a reference to refer him
to.

MR. EATON:. Yes. |'m |l ooking at
369-B:3 -- |I'msorry -- 369-B: 3-a.

M5. HOLLENBERG I s that
somet hi ng that woul d be hel pful for you to
| ook at while you're asked the question, M.
Tr auntf?

THE W TNESS: Either | ook at, or
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[WITNESS: Traum]

i f counsel has sone specific section, if he

could read it out loud, I'd appreciate it.

BY MR EATON:

Q

All right. Notwi thstanding R S. A 374:30 --
and |'mreading fromthe statute --
"Subsequent to April 30th, 2006, PSNH may
divest its generated assets if the Conmm ssion
finds it is in the economc interest of retail
custoners of PSNH to do so and provides for
the cost of recovery of such divestiture."

Ckay.

12

So, did the Conmm ssion -- when divestiture was

brought up in the past, did the Comm ssion
cite to this statute saying that that is the
proper forum for discussing divestiture and
not | east cost pl anni ng?

| do not know if -- | do not recoll ect what
the Conmm ssion did or not. M issue, in
terms of |east cost planning, is | want to

| ook at what is in the long-term/| east cost
benefit of your custoners or your

ratepayers. And in order to determ ne that,
you' ve got to look at: \What are the ongoi ng

costs long term including capital
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[WITNESS: Traum]

13

i nvestnments? What are the alternatives to
that? You know, is retirenent an
alternative? |Is divestiture an alternative?
Wiat is the best result for ratepayers in
the long run? That's why | feel it should
be included in the Least Cost Pl an.

What | had t hought you were getting at
was does the Comm ssion have the authority
to require divestiture and --

You think that woul d take a | egal anal ysi s,
what's in the Conm ssion's authority? | was
aski ng you about your recollection of what the
Conmmi ssion had ruled in the past.

M5. HOLLENBERG Are you -- |'m
sorry. If | could just have sone
clarification. Are you objecting to the
Wi tness's statement in response to your
question or --

MR. EATON: Well, he was about
to say -- he was about to opine as to the
Comm ssion's authority to order divestiture,
and | don't believe he's been offered as a
| egal wi tness.

MS. HOLLENBERG | t hi nk,
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[WITNESS: Traum]

14

t hough, that you asked -- | think that your
question asked himto respond whet her or not

t he Conmmi ssion has in the past addressed
divestiture in the statute as being the one
that's applicable to those circunstances. So,
to the extent that you asked that question, |

woul d suggest that M. Traum be allowed to

answer .

CHAl RMAN | GNATIUS: | woul d
agree with that. | think you asked himfor
his view on a nunber of statutes. |[|'m not

sure what the rel evance of the Comm ssion's
authority on divestiture is to this
proceedi ng, however.

But you may answer the
questi on.
" mgoing to answer the question by saying |
do not have a | egal opinion on whether or
not the Comm ssion can, on its on accord,
require divestiture. Wat | think the
Comm ssion could do, if it determ ned that
di vestiture was in the ratepayers' best
interests, and PSNH did not want to divest

and sought to continue chargi ng ratepayers
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[WITNESS: Traum]

for the cost of those units, the Conm ssi on

could disall ow costs over narket.

BY MR EATON:

Q

15

M. Traum do you have a copy of M. Snagul a's

and Ms. Tillotson's rebuttal testinony?

Yes, | have.

Coul d you |l ook to the last attachment in that
testinony. | think it's Bates No. 35.
l"msorry. | do not have the attachnents,
just the testinony.

CHAI RVAN | GNATI US: For the
record, is this the rebuttal testinony, PSNH
Exhi bit 47

MR, EATON: Yes.

CHAI RVAN | GNATI US: Thank you.

BY MR EATON:

Q

o >» O >

M. Traum 1'Il show you the testinony. And
the |l ast three pages have an attachnent,
"Techni cal Session TS-02 Q Tech-014."

Yes.

Do you have that?

You have just handed it to ne.

Ckay. Did you read this attachnent to M.

Smagul a's and Ms. Tillotson's testinony?

{DE 10- 261} [ AFTERNOON ONLY] { 04- 05- 12/ DAY 2}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS: Traum]

16

Yes, | have.
And are you still of the opinion that --

CVSR. HARRI NGTON: Excuse ne.
Coul d you further identify which attachnent to
their testinony it is?

MR EATON: It's Attachnent 4.
It's a three-page docunent. The first page is
| abel ed "Techni cal Session, TS-02,
Q Tech-014."

CVMSR. HARRI NGTON:  Thank you.

BY MR EATON:

Q

And were you able to understand the witing on
the third page, M. Traun?

| sort of, let's say, understood the gist of
it. Wether | was able to understand the
exact witing, | don't know | don't

recal | .

And the second page is called what, M. Traun?
The second page of that three-page attachnent.
This is a PSNH docunent, and it's | abel ed,
"Sol e Source Justification Form"™

And the requester is a person identified as J.
TenBr ok?

Yes. Jody TenBrok, | would assune.
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[WITNESS: Traum]

> O > O

17

Are you famliar with hinf

Yes.

And who is he?

He's a PSNH or an NU enpl oyee in fue

pur chasi ng.

And on the third page, about in the m ddle of
the page, it states, "Emera has been highly
dependabl e and fl exi bl e, both inportant
attributes required to support New ngton
station" -- "New ngton station's w dely
rangi ng natural gas needs that are
intermttent and nostly unpredictable.” Do
you agree |'ve done ny best to read that

| anguage?

| would agree with that.

And then, "Repsol, the owner/operator of a
large LNG facility in St. Johnsbury, NB, is
dedi cated to supplying only a few custoners in
t he Boston area, as nost of the LNG tankers
suppl ying the plant have sailed to Europe
where the gas market is nore profitable.” Is
that a fair way of reading that?

| believe you read the words correctly.

And the third one is "Shell has shown little
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[WITNESS: Traum]

18

interest in supplying gas to PSNH  Wen asked
to bid, they have not bid."

So, M. Traum if we can understand
this to see there are three suppliers on the
pi peline, and two aren't ready to supply the
needs, are you still of the opinion that
PSNH shoul dn't be sol e sourcing the gas
suppl y?

That seens to be in contradiction to what
PSNH Wtness Wiite had said in response to
sone questions you had of himin Docket DE
10- 257 on June 23rd, 2011. On Page 48 and
49 of that transcript, you asked him and
I'I'l just quote: "The Consuner Advocat e,
Attorney Hatfield, asked you questions about
havi ng a single supplier for natural gas,
and then you just nentioned that your use of
gas at New ngton is, quote, intermttent,
unquote. Do all gas suppliers serve a | oad
| i ke Newi ngton on an interruptible basis,
and, as you said, quote, intermttent?

Answer from M. Wite: "Well, | think
a lot of gas suppliers serve conbined cycle

gas-fired generation, which wold be a | arge
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[WITNESS: Traum]

19

quantity used day after day. | think
per haps the point would be that there would
be a small er nunber of suppliers wlling to
interact in the manner that we typically do,
where we want and where we want and request
gas delivered on short-termnotice.”

| took that to nean that there is
potentially an additional supplier or nore.
Wul d one be a snall er nunber than the | arge
nunmber of suppliers that M. Wite was talking
about ?
He said "a snaller nunber of suppliers,” so
| would take that to nean nore than one.
Woul d one be small er?
One is snaller than two, I'll grant you
t hat .
And was M. Wiite offered as a fuel buyer for
Newi ngt on station?
He was testifying on New ngton, on behal f of
Publ i c Service.
Is he a fuel buyer for Public Service, do you
know?
| do not recollect. | would assune you

woul d have put up a wtness that was
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[WITNESS: Traum]

o >

>

o >» O >

20

responsi ble for the area he was testifying
in.
M. Traum could you turn to your
Attachnment 2.
| have it.
I'd like you to turn to Page 3. It's Page
No. 49 of your testinony attachnents.
| have it.
And there's a table on that page; correct?
Yes.
And that table has certain proposal dates and
final rule dates?
Yes, it does.
And how many proposal dates conme after
Sept enber 30t h, 20107

(Wtness revi ews docunent.)
| believe five.
Ckay. And as far as the transport rule, the
first one that was |listed there, that date --
let nme start again.

As far as the transport rule is
concerned, is it your understandi ng that
that rule applies to PSNH or New Hanpshire,

or does not apply?
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[WITNESS: Traum]

21

And | guess here's where we get right down

to the bottomone on this particul ar issue.
As | said on Page 4 of ny testinony,

" mnot offering expert testinony on the

speci fics of environnental regulations and

what they require. On Page 5, | said |

brought two resources to the Conm ssion's

attention. That was the only purpose. |I'm

not saying |I'man expert in this. You've

heard ot her experts in this area earlier

t oday.

M. Traum do you think that PSNH s pl anni ng

in environnental natters should be "nore

robust"? |Is that a termyou used?

|"mnot sure if | used that exact --

MS. HOLLENBERG ~ Coul d you poi nt
the witness -- I"'msorry, M. Eaton. Could
you please point the witness to the reference
you're making to his testinony?

MR. EATON: | don't have a
direct cite to the testinony. |f he doesn't
agree with the characterization, perhaps he
can -- | was going to ask hi mwhat would he --

what ? Page 16.

{DE 10- 261} [ AFTERNOON ONLY] { 04- 05- 12/ DAY 2}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS: Traum]

(Wtness revi ews docunent.)

You're referring to Page 16, Line 17. And I

woul d agree that the planning process nust
be nore robust in order to protect

r at epayers.

And what does that include?

The pl anni ng process shoul d i ncorporate

reasonably antici pated regul atory change

i mpacts on O & Mcosts and capital costs for

PSNH s generating units. It should include

things |ike forecasts of new installations
of distributed generation, nore rigorous
forecasts of PSNH s generati ng costs,
increnmental as well as all in. It should
i ncl ude updat ed degree-day data, base case
m gration case, incorporate targeted
spendi ng for system benefit charges. And
al so what |I''mrecomendi ng for nore robust

is new CUO studies for New ngton, Schiller

and Merrimack that would include things |ike
reasonably foreseeable regulatory changes in

different pricing scenarios and divestiture

and retirenment as options.

Shoul d PSNH be conducti ng engi neeri ng studi es

22
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[WITNESS: Traum]

23

concerni ng reasonably foreseeabl e regul atory
changes?

What | heard fromthe witness, Dr. Ran --

and excuse ne, your l|last nane -- this

nmorning that | agree with, is that it

appears as though there's information out
there in the public domain now t hat PSNH
could at | east be |ooking at to devel op
bal | park estimates, different scenari os,

w t hout having to spend extensive dollars on
engi neering studi es.

And is there anything in the record to suggest
that PSNH doesn't | ook at information that's
readi |l y avail abl e and nake assessnents in
strategic planning as to how to operate their
pl ants and plan for the future?

M5. HOLLENBERG  Excuse ne. |
guess I'mgoing to object to that question,
and 1'll defer to the Comm ssion. But it
seens odd that the Conpany's attorney would be
asking ny witness if there's anything in the
record. | think the record speaks for itself.
And to the extent that M. Eaton wants to nake

an argunent based on what is or is not in the
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[WITNESS: Traum]

24

record, he can do that in closing argunents.
CHAI RVAN | GNATI US: Wwel |, |
think it's a fair followup on M. Traunis
statenent that these are things that ought to
be included in the Plan, suggesting that
they're not now included. So...
And | can say, based on information -- say,
for instance, the rebuttal testinony of M.
Smagula and Ms. Tillotson -- it seened to
indicate for at |east Least Cost Pl an
pur poses, the Conpany is using a known and

quanti fi abl e measure for regul atory changes.

BY MR EATON

Q

o >» O >» O >

Do you have the PSNH Exhi bit 1, the Least Cost
Plan, in front of you?

| do now.

You do have it?

Yes.

Coul d you turn to Page 137.

Yes, |I'mthere.

And the first sentence of the |ast paragraph
says, "A subgroup of PSNH generati on
managenent team neets at | east annually to

conpr ehensi vel y anal yze PSNH s position and
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set strategic direction for PSNH generation.™
|'ve read that correctly?
Yes.
"Also during an additional 8 to 10 neeti ngs
t hroughout the year, an em ssi ons managenent
teamformal ly di scusses the systens and
em ssion status, nmakes pro fornma adjustnents
[sic] with sensitivity anal yses and makes
tactical decisions to achieve its goal of
conplying with the em ssion regulations in a
cost-effective nanner." Have | read that
correctly?
(Wtness revi ews docunent.)
| believe so.
So, unl ess PSNH spent npbney on outside
contractors to do what you say ought to be
done, isn't it being done already?
Not necessarily. | believe there had
been -- and I'm searching ny nenory here --
sone di scovery and di scussion in technical
sessions about this particul ar paragraph.
And the latter part about the
additional 8 to 10 neetings throughout the

year, | believe we're | ooking at short term
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wthin the year, how can PSNH conply wth
what ever the environnmental mandates are.
And as far as the first sentence, |
bel i eve, again, that was nore | ooki ng at
shorter termissues, not the long termthat
meet -- longer term nmeaning nore than a
year or two.
Wul d the cost of planning be a legitinate
cost that PSNH could include in its energy
service rates?
I f you could explain what you nmean by
"cost."
If PSNH i ncurred increnmental costs, such as
out si de consultants to conduct an anal ysis of
potenti al conpliance costs for reasonably
f oreseeabl e regul ati ons, would the cost of
that outside consultant be a legitinate
expense to pass through the energy service
char ge?
I f the Comm ssion determ ned the costs were
appropriate, then |I'd assune that the
Conpany would be entitled to recover the
cost. \Wiether it was an energy service or a

different node, | do not know.
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Doesn't the Conpany collect its generation
costs through the energy service charge?
Yes.
And is this a cost that is directly related to
energy service?
It certainly would be. It would -- and it
overlaps the migration issue if PSNH is
| ooking at what to do with its generati on.
It potentially inpacts all custoners. So,
shoul d just energy service custoners pay for
that, or should all custoners pay for that?
And |'m not offering an answer.
If PSNH were to conduct a study of what it
believed to be a potentially applicable
regul ati on, or what they thought to be a
reasonably foreseeabl e application of an
envi ronnental standard, and it turned out that
standard changed by the tine it becane final,
woul d the OCA take the position that that's a
proven expense?

M5. HOLLENBERG |I'mgoing to
obj ect because M. Traumis not retained for
t he purposes of opining on that question, as

well as it's a hypothetical question based on
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hypot heti cal facts.

MR. EATON. M. Traunis being
offered, | believe, as an expert, so
hypot heti cal questions are perfectly
legitimate in cross-exam nation. And given
his experience in representing the O fice of
Consuner Advocate, | think he could opine as
to whether that woul d be an expense that the
of fice would or woul d not oppose.

CHAI RVAN | GNATI US: | think it's
legitimate if it's in the context of M.
Traum s personal view based on his years of
experience at the OCA. It may have no beari ng
on what the current or future consuner
advocate m ght take as a position, but --

MS. HOLLENBERG  Yeah. | guess
to clarify, | just want to make sure that |
understand it's not for the purpose of naking
a definitive statenent that woul d be used
against the OCA in a future docket, what M.
Traum opi nes about today, because he's not
di scussed this with me. And there's no
opportunity for us to even take a position on

that issue at this point in tinme.
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CHAI RVAN | GNATIUS: W th that,
M. Traum you may answer.
Sorry. |I'mgoing to ask you to repeat the

questi on.

BY MR EATON:

Q

Assum ng PSNH conduct ed an engi neeri ng
anal ysis and incurred incremental costs to
study a potentially applicable environnmental
standard, and it turns out that the
envi ronnent al standard was not connected, was
not -- the proposed rule did not becone the
final rule, would the OCA -- based upon your
experience, would the OCA take the position
that that cost should not be recovered from
cust oners?
Ckay. As Attorney Holl enberg indicated, |
cannot say what the OCA woul d or woul d not
do. I'mnot an enployee of the OCA at this
poi nt .

In terns of what Ken Traum as an expert
w t ness, individual would say, first, okay,
was it a prudent cost? But | would al so
say, first, we need a Continuing Unit

Operations Study to give us a handle -- or
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gi ve everybody at the Conm ssion a handle --
on whether it's cost-effective to even | ook
at capital costs as opposed to going a
different route for the generating unit.

M. Traum was a Continued Unit Operations
Study for Merrinack an issue in the | ast

pr oceedi ng?

MS. HOLLENBERG = Rel evance?

MR. EATON: M. Traum has
recomrended that our plan is not adequate and
t hat we shoul d be doi ng Conti nued Unit
Operations Studies. |I'masking himif it was
a requirenent that we conduct a Conti nued Unit
Operations Study of any plant other than
Newi ngton for the purposes of this Least Cost
Pl an.

CHAI RVAN | GNATI US: I think
that's fair.

And you get the answer you wanted: No, it
was not. But as | said, the world, in
effect, has changed in terns of the cost of
gener ati on because of natural gas. So it's
becone a nore critical issue. It's becone a

critical 1ssue.
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All right. But our -- PSNH s plant is not
i nadequat e because we didn't conduct a
Continued Unit QOperations Study for plants
ot her than New ngton.
| believe we -- | would recommend t hat
Continued Unit Operation Studies be done for
all three plants by i ndependent entities as
soon as possible. | would agree that, no,
you were not required to do Continuing Unit
Operations [sic] for Merrimack and Schill er
in here. But this is a Least Cost Pl an.
And as part of the Least Cost Plan, in order
to determne what's in the best interest of
your customers or your ratepayers, you
shoul d have done that.
So we're not required to, but we shoul d have.
| s that your answer?
| guess that's fair.
Thank you. | have nothing further.

CHAI RVAN | GNATI US:  All right.
Conmmi ssi oner Harrington, questions?

CMSR. HARRI NGTON:  Yeah, | have
a couple, and unfortunately added a coupl e

nor e.
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| NTERROGATORI ES BY CVSR. HARRI NGTON:

Q

Getting back to the Public Service Exhibit 1,
Page 137 that was brought up in your last |ine
of questioning, M. Traum -- you have that?
Yes, | do.
That | ast paragraph there says, "A subgroup of
PSNH s generati on nanagenent team neets at
| east annually to conprehensively anal yze
PSNH s position and to set strategic direction
for PSNH generation."

In your review of this plan, and nmaybe
i n what ever ot her things you've done as --
in your fornmer job at the Consuner
Advocate's Ofice, have you been able to
determ ne what strategic direction was set
in these neetings for PSNH s generati on?
No.
So they have these neetings, apparently, but
the results of this, or whatever strategic
direction is determ ned, does not becone part
of the Integrated Least Cost Pl an?
Beyond the sentence, that's correct.
A few ot her questions. Dealing with your

testi nony now, which | assune you have a copy
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of ?
Certainly.
On Page 12 --
Yes, sir.
-- there was sone question on this single
supplier of natural gas. And wi thout getting
into specific, in your experience, is this
standard practice, that there's a sole source
purchase, or is it normally put out to bid?
It would certainly be very preferable
putting it out to bid, just like the --
| understand why that woul d be preferable,
because then you'd get conpeting bids. But is
it standard practice to do that in the utility
i ndustry, as far as you're aware?
Yes, | believe it is.
On Page 15, here they're tal ki ng about --
you're talking mgration levels -- or
potential mgration |evels.

In a totally different case, there was
a question that | had brought up on the
very, very low participation of people in a
voluntary renewabl e energy program | think

t he nunbers were sonewhere in the vicinity
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of 25 people out of -- 25 custoners out of
78,000 voluntarily were willing to pay

hi gher rates for renewabl e energy. The
reason | bring that up is because | asked
why peopl e thought that was the case, and
their response was they just didn't think
people were willing to voluntarily pay

hi gher electric rates.

So, in your experience as a consuner
advocate, would you find that higher
electric rates woul d be sonet hing that
people would try to avoid if they coul d?

A Al'l other things being equal, absolutely.

Q So, if we had the situation we're starting to
see now, where migration rates are goi ng up,
whi ch causes energy service rates to go up,
and | ooki ng ahead from 2010, would you
consider it would have been prudent for Public
Service to | ook ahead and realize that they
woul d be, in the next five years, at |east
requesting the addition of substantial cost to
their energy service rates due to the scrubber
at Merrinmack station?

A | think they should certainly take that into
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account in any Least Cost Plan or any

pl anni ng they' re doi ng.

So if the engineering service rates could at
| east propose -- would be proposed to go up,
woul d you think that that would increase the
rate of mgration?

"Il say yes. And what |I'mthinking is,
what is the spread between what Public
Service's energy service rate woul d be
versus what a custoner could get on the

mar ket froma conpetitive supplier. [|f that
spread increases, then | would think nore
custonmers would mgrate. And | think the
addi tion of scrubber costs wll result in a
greater spread. So, yes, nore mgration.
And again, in your experience in the OCA s
office, would you say -- you nentioned the
"death spiral,” | think was the term and I
think 1t kind of goes along with higher

engi neering service rates causes nore

m gration, which causes hi gher engi neering
service rates, which causes nore mgration, et
cetera, et cetera. Wuld you think that it

woul d have been prudent to include in this
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pl an at | east sone anal ysis of that and the
possible ramfications if it were to occur,
and let's say residential mgration rates
didn't stop at .2 percent, but went to 10 or
12 or 15 percent?

A | would be absolutely concerned if PSNH s
40- percent high mgration forecast had
0.2 percent as the residential mgration
rate, and that's al ready exceeded that.

Q So would it be correct to say what you're
saying, that the |ack of analysis of that
potential shows a defect in the | east cost
pl anni ng docunent ?

A It's one of them It would, because if
custoners are seeing nmuch higher prices, if
nothing else, there will be |l ess denmand. So
the | oad anal ysis m ght be off.

Q All right. Thank you. That's all | have.

CHAI RVAN | GNATI US: And
Conm ssi oner Scott.

CMSR. SCOTT: Thank you.

| NTERROGATORI ES BY CVSR. SCOIT:
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Follow ng the same -- pretty much the sane
line, on Page 14, where you tal k about
mgration in your testinony, you talk about a
base case. Can you -- just to nake sure |I'm
t hi nki ng and what you're saying are the sanme
t hi ng, what do you nean by a "base case"?
What they actually expect to occur.
Ckay. So, their best projection --
Correct.
-- based on the informati on at the tine.

And on that sane page, you have on
Line 16, you say, "OCA considers such a
scenario crucial for long-termplanning." |
know you' re not OCA, but you're a consultant
for OCA. Wat does that nean? Wy?
As mgration occurs, the fixed costs of
their owmn -- PSNH s own generation, the
above- mar ket costs, have to be recovered
froma smaller and snall er pool of energy
service custoners, thus driving up the
price; so, as a for instance, the scrubber
results in a one-cent increase in energy
service rate. Initially, you know, it may

result in 10 percent nore mgration, so
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that, again, a smaller pool of
residential -- of energy service custoners
woul d be responsi ble for paying for those
costs. And that's what | viewis, you know,
the death spiral or whatever.

Q Ckay. Thank you.

| NTERROGATORI ES BY CHAI RVAN | GNATI US:

Q Wel cone back, M. Traum --

A ' m not sure.
Q -- back to the Commssion. It's nice to see
you.
The base case on mgration, if | can
ask a few nore questions about that, in your

testinony that's on Page 14, you noted
PSNH s response that they do not have a base
case mgration scenario and cited the data
response -- which, by the way, is extrenely
hel pful. W don't usually see things put
together this way, and it's been interesting
to be able to flip back and forth and see
the informati on you were dealing with when
you when nade the statenents you did.

So if we ook at that attachnent, which

iIs on Page 145, the PSNH response says there
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i's no base case mgration scenario. And
then it describes |ooking at mgration | evel
assunptions for each custoner class for each
mgration | evel and those reflected trends
seen for these classes in 2009 and 2010.

What woul d you thi nk shoul d have been
done in addition to that? |Is that -- that's
obvi ously sonme anal ysis of m gration and
sone attenpt to project it. So what | eads
you to conclude that there should have been
sonet hi ng nore, and what mght it have
| ooked like if there had been nore?
| used to have a graph on ny office wal
show ng what had happened wth m gration,
and it was like this (gesturing). And all
of a sudden, now PSNH is saying it's goi ng
to be leveling off at a maxi mum of
40 percent.

So, for the sake of the record, you just nade
an upward slant and then it leveled off. All
right. Go ahead.

Yes, a rapidly increasing rate of mgration
was what was bei ng shown historically. And

PSNH s range of forecast had it topped off

39
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at 40 percent, which did not seem

reasonabl e.

And you know that the levels of mgration and
trends as of the tinme of the 2010 plan varied
anong custoner cl asses; correct?

Very unfortunately, | was very aware of

that, because | was constantly arguing for
sonehow or other to get -- that sonehow we
coul d get a conpetitive supplier or

suppliers to provide residential customers
choi ce so they can take advantage of narket
opportunities, as opposed to being captive
custonmers of a PSNH energy service rate that
we saw as grow ng hi gher and hi gher than

mar ket pri ces.

Were there residential suppliers, suppliers
interested in the residential market in 20107?
As far as | know, no. Again, to the best of
nmy knowl edge, the first one to appear on the
scene was Resident Power, and | think

t hey' ve only appeared on the scene in the

| ast three to six nonths.

So how woul d you have t hought PSNH woul d

factor in residential supply options if there
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were no suppliers at the tine?
Public Service was very aware of the issues
wth mgration and cost shifting. | believe
M. Baumann's testinony in, mght have been
the mgrati on case and sonme ot her cases, had
addressed that. And |1'd agreed with him
that there was a real cost shifting probl em
In the mgrati on docket, we were -- |
believe in ny testinony and others, it
proposed ways to naybe i ncense conpetitive
suppliers to get into the residenti al
market. So there was certainly glimers of
hope on the horizon -- you know, maybe nore
than glimmers. In PSNH s sister conpany,
Connecti cut Light & Power, subject to check,
sonmet hing |Ii ke 30 percent of their
residential | oad had gone to custoner
choi ce.
Il n your testinobny, you raise concerns about
certain energy-efficiency investnents. And
t hen today you said that, having heard the
testi nony yesterday fromthe Conpany, you were
now satisfied that that issue was not one of

concern anynore; is that right?
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Yes. M/ concern was that Public Service, by
| egi sl ati on, had been granted the authority
to use SBC funds for efficiency purposes to
get around investnents, capital investnents
due to | oad growh, and that they weren't --
and ny concern is they got this approval,

but they weren't taking advantage of it.

And | base that on a particul ar data
response that | believe | incorporated in ny
testinony. Since then, in PSNH s rebuttal
testi nony, they expanded upon that response
and indicated that, apparently, yes, they
are -- they always look at if there's an
EE-type alternative. And to the extent that
that's correct, | applaud themfor that.

How about the distributed generati on concerns
you rai sed on Page 13? Are you still -- do
you still have concerns that there's

I nadequate planning for those, or is that
resolved with the other issue?

No, that's an independent issue. And what

it was, was that | had received, for a
nunmber of years, what the new installations

and cumul ative installations of DG were and
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what the potential generation fromthose
options are, and had asked: Gkay, is PSNH
forecasting additional DG in the future,

whi ch woul d thus reduce their | oad? And

t hey never responded to that in the rebuttal
and did not include it in any forecasted
gr ow h.

So if they are nmking those assessnents, it'
not contained in the Pl an.

That's correct. As far as | know, that's
correct.

The i ssue on the next page, Page 14, about
heati ng degree days and cooli ng degree days,
what i s your concern on those?

PSNH rightfully includes in devel oping their
forecast for |oad, they use the 30-year

aver age degree days. That's -- | agree.

You should do that. But why don't you use

t he nost recent 30-degree average. They
were not. They were using one that |
bel i eve went through 2006. And | think they
shoul d have been using one that went through
2009 or 2010, the nost recent data. Wether

or not, as PSNH indicated in response, it's

S

43
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only a snall change, | still think that for

| east cost pl anni ng pur poses, they should

use the nost accurate data that would have
been avail able at that tine.

It occurs to ne that a conversation yesterday
wth, I think M. Large, about an installation
that nay be the kind of distributed generation
that you're tal king about nay have come up.
And I'"'mforgetting the details. Do you recal
conversations about putting in sonething to
forestall certain upgrades to a substation?
Right. And yes, | do. And | don't believe
that related to DG as opposed to the use of
SBC funds on a targeted basis. And I

bel i eve he said, No, we don't -- W haven't
been using SBC funds on a targeted basis,

but we're looking at it, and this is
sonething we did on this particul ar case as

a way to address the issue.

But to the extent there are opportunities for
a targeted investnent that forestalls

di stribution upgrade, either through energy
efficiency or through sone distributed

generation, that presunably is sonething that
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you woul d support?

A It's certainly an option that shoul d be

| ooked at: What's the |least cost. And for
pl anni ng purposes, it should be sonet hing
that's automatically | ooked at, is what is
the | east cost, before going to traditional
appr oaches.

Q And so what you're asking for, in the context
of the Least Cost Plan, is that there be those
sorts of opportunities, and anal ysis should be

laid out in the Plan itself.

A Correct. This is one of the things we do

f or planni ng purposes.
Q Al right.
CHAI RVAN | GNATI US: We have no
ot her questions fromthe Bench. Ms.
Hol | enberg, any redirect?
MS. HOLLENBERG  Just a few
questions, please. Thank you.
REDI RECT EXAM NATI ON
BY M. HOLLENBERG
Q M. Traum you were asked on cross by the
Conpany about your conmmentary reconmmendati ons

related to PSNH s use of sol e source contract
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process for its supply fromEnera. Do you
recall those questions and answers?
Yes.
Wul d you agree that you're not saying that
PSNH shoul d not contract with Enera; rather,
you' re sayi ng PSNH shoul d use a conpetitive
bi ddi ng process in order to select a supplier
for their supply?
That's correct. As | read M. Wite's
coments, it seens to ne as though there's a
potential for other suppliers other than
Emera. So, rather than just going to Enera,
put it out to bid and see if sonebody can
cone in at a better price than Enera on
behal f of ratepayers.
Because typically, conpetitive bidding results
in | ower cost.
|'d say typically.
Thank you.

You were asked sonme questions about
PSNH Exhi bit 1, Page 137, by the Conpany's
attorney, and you were al so asked sone
questions -- or a question by Comm ssi oner

Harri ngt on about the | anguage that appears
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in the first full paragraph of that page.
And ny understandi ng of the exchange wth
Comm ssi oner Harrington was basically that,
you know, although PSNH may participate in
this type of activity, the information
related to this activity is not provided
wthin the context of the IRP. |Is that a
correct summuary?
A That's correct. It really just -- the
sentence was i ncl uded.
MS. HOLLENBERG  And nay |
approach the w tness, please?
CHAI RVAN | GNATI US: O course.
M5. HOLLENBERG  Thank you.
BY M. HOLLENBERG
Q |'d like to show you a docunent. And | don't
need it to be marked as an exhi bit because
it's a small docunent. |It's Data Request CLF
1-28 in Docket DE 10-261. Did | identify that
correctly?
A Data Request CLF Set 1, No. 28 in this
docket, dated February 25th, 2011.
Q And woul d you agree that the question -- |I'm

going to read the question and ask you to
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confirmthat | read it correctly.
Page 137 of Exhibit -- it doesn't say
this, but it's referring to -- Wuld you

agree it's referring to PSNHs IRP filing?
Yes.
Page 137 described a process involving 8 to 10
meeti ngs per year of an emn ssions managenent
t eam and deci sion-nmaking with regard to the
goal of conplying with the eni ssions
regul ations in a cost-effective nanner.
"Pl ease provide the records of these neetings
over the last two years, and any docunents or
anal ysis prepared by or for or considered by
t he em ssi ons nmanagenent team™”

Dd | read that question correctly?
Yes.
And the response states, "The Content" -- and
this is M. Smagul a's response; is that
correct?
That's correct.
"The content of internal business strategy
di scussions constitutes confidential business
information. In addition, because of ongoi ng

litigation chall enges, PSNH presently conducts
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internal strategy neetings with an attorney
present for the purpose of getting |egal
advice and in anticipation of litigation. As
a result of this litigious climate, no m nutes
were taken." Is that correct?

You' ve read that correctly, vyes.

So, not only was there no information provided
in the | RP about these discussions, but there
was no i nformation about these di scussions

provided in response to discovery; is that

correct?
In response to that discovery, yes. | don't
know if there was a -- | do not recall if

there was a fight about confidentiality --

an i ssue about confidentiality brought up
after that.

Ckay. M. Traum you were asked on
cross-exam nati on by the Conpany w tness [sic]
about whether or not the OCA woul d oppose in
the future sone sort of cost incurred to study
di vestiture and/or retirenent options for the
PSNH generation plants. Do you recall that?

| don't think they had asked about the cost

for divestiture or retirenent. I think it

{DE 10- 261} [ AFTERNOON ONLY] { 04- 05- 12/ DAY 2}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS: Traum]

50
was aski ng about the cost with regards to
specific potential capital additions driven
by regul atory changes that does not occur in
t he future.

Thank you. It was whether or not the OCA
woul d support or oppose the cost of

engi neering anal ysis of future capital
addi ti ons.

That's -- basically, that's correct. And I

i ndicated that | can speak for nyself, not

for OCA.

And in your experience with the Ofice of
Consuner Advocate -- and | think you were with

us for maybe nore than 19 years, if not 20 --
did the OCA ever oppose the recovery of
prudently incurred costs by a utility in
service to custonmers?
O course not.
Thank you.

MS. HOLLENBERG  No ot her
questi ons.

CHAI RVAN | GNATI US:  Then, M.
Traum you are excused. Thank you.

M. Mdduskey, | think -- is
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that the next w tness?

MR. SPEIDEL: That is correct.

CHAI RVAN | GNATI US:  All right.
(WHEREUPQON, GEORGE McCLUSKEY was/ wer e
duly sworn and cautioned by the Court
Reporter.)
GEORGE McCLUSKEY, SWORN

DI RECT EXAM NATI ON

BY MR SPEI DEL:

Q
A

What is your nanme and pl ace of enpl oynent?
My nane is George Mcd uskey, and | work for
the Public Uilities Comm ssion.

What i s your position at the Conm ssion?

' massigned to the Electric D vision as an
anal yst.

What do you consider to be your area of

pr of essi onal expertise?

In the roughly 30 years that |'ve been
working in the utility-rated -- rel ated
activities in England and the United States,
| ' ve covered npbst aspects of econom c
regul ati on at the Comm ssion, but
principally ratenmaking, nost types of

pricing, integrated resource planning,
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anal ysis of contracts, DSM anal ysis, and
vari ous other activities.
Excellent. 1'mgoing to distribute a docunent

and ask you to identify it in a nonent. That
woul d be two docunents.

CHAI RVAN | GNATI US: M. Spei del,
we have copies already. So if you need nore,
t hese are dupli cates.

MR. SPEIDEL: Thank you very
much. | think I should be all set for the

time being.

BY MR SPEI DEL:

Q

All rightie. Now, M. MO uskey, I'mgoing to
bring these docunents to your own personal
attention.

M. Md uskey, do you recognize the
docunent that has been styled "Staff
Exhi bit 17
Yes, | do.
What is that docunent?
That is the direct testinony of nyself and
Edward Arnold for Jacobs Consul tants.
Thank you. And do you al so recogni ze t he

docunent that has been styled "Staff
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Exhi bit 2"?

Yes. This is supplenental testinony that
was submitted in this case, again, authored
by nyself and Edward Arnol d.

Were both the docunents styled as "Staff
Exhibit 1" and "Staff Exhibit 2," were those
docunents prepared under your control and
supervi si on?

They were. That's correct.

Thank you.

MR. SPEI DEL: Conmm ssi oners,
woul d ask that these two docunents be marked
as Staff Exhibit 1 and 2, respectively.

CHAI RVAN | GNATI US: Before we
mark them for identification, | think there's
alittle confusion about different versions of
t hi ngs.

CMSR. HARRI NGTON:  Yeah. W
have -- | have a copy of your testinony dated
July 27th, which is identified as "Pretri al
Testi nony of George McC uskey" and so forth.
Then | have anot her docunent that's dated
Sept enber 8th, and this says "Pretri al

Testinony," and it says, "Wth Updated Fornnat
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w th Indicated Redactions. |Is the infornmation
in each exactly the sanme, other than that
updat ed format ?

MR. SPEIDEL: That is correct,
Comm ssi oner Harrington, but for one el enent.
The redaction format was updated in this
version. That's why |I distributed it as such.
And al so, Staff had inadvertently omitted
Staff Exhibit 15 at the tine of the July
filing. So this is including all Staff
exhibits. But the information is
substantively the sane. And |I've incl uded
Staff Exhibit 2 now just for admnistrative
efficiency. Even though it relates to
Newi ngton, we'll just have it nmarked it for
now. It won't be referred to in this portion
of the testinony.

CHAI RVAN | GNATI US:  All right.
Wth that, we'll mark for identification Staff
Exhibit 1, the Septenber 8, 2011 filing; and
Staff Exhibit 2, the Cctober 12, 2011 filing.

(Staff Exhibits 1 and 2 nmarked for
identification.)

MR. SPEI DEL: Thank you,
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Now, M. Md uskey, what issues do you address

in your testinony, aside fromthe New ngton
Conti nued Unit QOperations Study?

Exhi bit 17

Yes, that's correct.

Ckay. In Exhibit 1, | address two issues:
One is related to the general Integrated
Resource Pl an and al so to the New ngton
Conti nued Unit QOperations Study. The

| RP-rel ated i ssue has to do with PSNH s DSM
assessnment, and | address certain aspects of
t hat assessnent.

Do you consider the matters that you've j ust
di scussed within this testinony to be within
your area of professional expertise?

Wth regard to the non- New ngton.

Yes.

Yes, | do. As | indicated before, |'ve got
ext ensi ve experience in integrated resource
pl anning and also with regard to
energy-efficiency econom c anal ysi s.

M. Mdd uskey, do you have any corrections or
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other line edits to make to your non- New ngton
testi nony presented as Staff Exhibit 17

|"ve got two m nor corrections/changes to
make.

On Page 31, Line 18, you'll see the
word "prepared" in parentheses. |'m not
sure how that got in there. It's intended
to be a quote. And so if we could strike
the word "prepared" fromthat |ine.

Any ot hers?

Yes. On... just give ne one nonent. It's
on Page 38, Line 11. It reads, "close this
gap." 1'd just like to insert the word
"informati on" before the word "gap." It
should read "close this information gap."”
And those are the two changes that | wanted
to make.

Thank you very nuch.

Since we are on Page 38 of your
testi nony, M. Md uskey, can we draw
attention to Lines 5 through 117
Ckay. Yes.

All right. You say there that one possible

expl anation for the increasing costs to
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achi eve a declining savings potential is the
inclusion of fuel-blind prograns in the
Conpany' s cal cul ations. Now, we're talking
about energy-savi ng prograns; correct?
That's correct.
Were you able to confirmthat understandi ng?
Yes, | was. The Conpany submtted a
response to a Staff discovery request.
believe it was -- the response is actually
dat ed Decenber of 2011, which is severa
nmont hs after the filing of the testinony.
So | believe the question was issued
subsequent to the Conpany filing its
rebuttal testinony.
Very good. So do you mind if | were to
di stribute this?
Pl ease.
Excel |l ent .

CHAI RVAN | GNATIUS: So this is a
t hree- page exhibit, a cover letter and then
two data responses; is that correct?

MR. SPEIDEL: That is correct.
| would |like to have these exhi bits marked

collectively as Staff Exhibit 3.
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CHAI RVAN | GNATI US: So mar ked
for identification.
(Staff 3 marked for identification.)
All right. M. Mduskey, are you ready to
di scuss these matters?
Yes. Now, this part of ny testinony, you'll
see -- actually, if you turn the page back
to 37, you'll see that |I'm di scussing
Exhibit 1V-8 of the Conpany's filing, which
was on Page 55 of their filing.
So, shall we turn to that?
Yes, |I've got it. M. Speidel, did | get a
copy of the --
O the filing itself?
No, of the discovery responses.
Just one nonent, please.
Ckay.
MR, McCLUSKEY: Conm ssioners,
if you're looking at this exhibit, V-8 --
CVBR. HARRI NGTON: \What page

agai n?

MR. McCLUSKEY: Page 55 of the
filing.
So what |'maddressing in ny testinony is
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this particular exhibit breaks down into the
residential and C & | classes information
that is in the Exhibit 1V-7, just above.

And in particular what |'mfocusing on is
the first colum, the Residential Program
Expendi tures, and the associ ated savi ngs
that result fromthose expenditures which
are shown in the third colum. And in ny
testinmony |I'mtal ki ng about the increasing
cost of prograns and the expenditures and
the declining savings. So in ny testinony |
was specul ating as to what was the cause of
this significant difference in these two
trends.

In the response that we received
from-- 1'd requested themto break down the
program expenditures into electric program
expendi tures and what they refer to as
"non-el ectric program expenditures,” and
which this first response does.

And so | think the primary reasons for
this difference is that, while the first
col um of expenditures includes the costs of

non-el ectric prograns, the savings does not.

59
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So we're showi ng that appl es-to-oranges
conparison. And the reason it does not is
because the savings that are produced by

t hose non-electric programs are not electric
savings. That's what the purpose of this
filingis, is to do wth the inpacts of
prograns on the electric utility. The
actual savings could relate to natural gas,
or nore likely fuel oil that the

consuners -- that the participants in these
non-el ectric prograns would actually
consunme, nore than likely heating their
hones.

So this response clarifies that the
expendi tures actually include non-electric
expendi tures. And M. Large confirned, |
believe it was yesterday, that Columm 3 does
not include any savings fromthe
non-el ectri c prograns.

CVMSBR. HARRI NGTON: Excuse ne.
Wien you say "Colum 3," could you be clear as
to which chart you're referring to?

MR McCLUSKEY: This is -- I'm

referring to Page 55 of the filing, and it's
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Exhibit 1V-8. And the third colum is headed
"Resi dential Annualized Savings" in negawatt
hours. Ckay?

So the -- if |I could kind of step back a
little bit. And this exhibit is headed

"Mar ket Potential By Custonmer Sector." So,
what is the narket potential? The prior
exhibit referred to a narket potenti al
scenario. Wat is -- so what does that

mar ket potential scenario nean? |Is this the
Conpany's plan for de-nodified nanagenent ?
Is this a guide? |t doesn't actually say.

It refers to a scenario. It's in a Least
Cost Pl an docunent. Are we to understand
that this is where the Conmpany would want to

go? |If so, the rising expenditures, which

are significant from-- for the residenti al
class only, fromjust over $6 mllion to
$18 mllion is a significant increase. So,

if it is intended to be a plan or a guide to
where they would want to go, then obviously
they would need to find a way to fund that

| arger expenditure that is going to produce

a declining electric energy savings, but
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as wel | .

So it's not totally clear to ne what
this scenario is. But | sinply wanted to
poi nt out to the Comm ssion that, one, the
rising expenditures level is really
significant; and, two, it doesn't include
t hese other savings. And that's the next --
and the fact that it doesn't include the
non-electric savings that I want to talk
about | ater.

If we just assune that this is a plan
where the Conpany would |ike to go, or at
| east it's guidance for regulators as to
what they perhaps would |li ke to consider,
the fact that the dollars are increasing
significantly, in ny mnd, should not be a
concern if the prograns thensel ves are
cost-effective. Because if they are
cost-effective, it's essentially saying,
well, we think we could substantially expand
our prograns at sone significant cost, but
the savings to consumers would be worth

that. So the fact that the expenditures are

62
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not -- are increasing rapidly is not in
itself a nmajor concern; it's the issue of
t he non-fuel savings. Those prograns --

MR. McCLUSKEY: Yes,
Conmi ssi oner ?

CHAI RVAN | GNATI US: | just want
to remnd you, let's not get into a
re-statenent of all of your testinony that's
prefiled. It's only the itens in rebuttal
testinony that cane up yesterday or earlier
today that you need to speak to. O herw se,
we're not having everyone restate everything.

MR. M CLUSKEY: Okay.

CHAI RVAN | GNATI US: So |
understand this exhibit was in response to the
rebuttal, but the general principles | think
you do go into in your prefiled testinony.

MR. McCLUSKEY: Yes. And it's
what is done with the non-el ectric savings
which is ny primary concern, and it goes to
the heart of |east cost planning.

Least cost planning is generally regarded as
a plan to mnimze costs for that specific

utility for the benefit of the consuners of
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that utility. |If dollars are being expended
on prograns for custoners that are not
custoners of the utility itself, then it
woul d seem i nappropriate to include the

val ue of those non-electric savings in any
test to determ ne whether this plan or
guideline is cost-effective for consuners.

And, again, we heard from M. Large
yesterday that, when the Conpany cal cul at ed
what's called a "total resource cost ratio,"
which is the standard test that is used to
determ ne whet her a set of programs are
cost-effective, they used, on the benefit
side, not just the value of the electric
savi ngs consistent with this exhibit, but
al so the value of the non-el ectric savings,
whi ch woul d provide no benefits to the
el ectric custoners.

So it's that -- after realizing the
magni tude of the non-el ectric conponent of
this plan or guideline, that's what raised
the concern for ne that the significant
conponent of these expenditures are on

non-el ectric prograns. And in fact, |'ve

64
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cal cul ated that approximately 50 percent of
t he savings cone fromthe non-el ectric
prograns, which, if you take it out of the
total resource test, you are going to have a
significant inpact on that ratio; perhaps
bring it down to a | evel where the electric
prograns overall are not cost-effective.

So |l think it's the use of those
non-electric savings in the TRC test which |
think is not consistent with the standard
practice for | east cost planning.

BY MR SPEI DEL:
Q Does that sunmmarize your testinony to your

sati sfaction?

A. It does.

Q Thank you, M. Md uskey.
MR SPEIDEL: | invite
Cross-exam nati on.
CHAI RVAN | GNATI US: Thank you.
Let's keep the order we've been working wth.
M. Patch.
CROSS- EXAM NATI ON
BY MR PATCH:
Q Good afternoon, M. M uskey.
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Good afternoon.
You were here for the testi nony yesterday, |
bel i eve; correct?
Yes.
And you heard the questions and the responses
wth regard to sort of the, | guess | would
call it the viability or the useful ness of the

Plan, including M. Large's statenent that it,
sadly, has very limted value. Do you recal
t hat ?

| don't recall M. Large saying that, but I
know there was a | ot of discussion on the

val ue of the Plan, whether it was a static

or a live docunent. But | don't recal

M. Large saying that.

And you' ve been involved in prior review of
Least Cost Integrated Resource Plans; is that
correct?

Yes, for all of the electric utilities and
for the two gas conpanies in the state.

And | believe you're famliar with the
statutes that relate to this --

Yes, | am

-- including R S. A 378:40, which says, "No
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rate change shall be approved or ordered with
respect to any utility that does not have on
file with the Conm ssion a plan that has been
filed and reviewed i n accordance with the
provisions of RS A 378:38 and 378:39." Are
you famliar wth that provision?

| am yes. | haven't reviewed that for

quite sone tinme, but | amfamliar wth it.
And you're famliar with R S. A 378:41, which
is titled "Conformty of Plans,” which
basically says that any proceedi ng before the
Commi ssion, initiated by a utility, shall
include within the context of the hearing and
deci sion reference to conformty of the
decision with the Least Cost I ntegrated
Resource Pl an nost recently filed and found
adequate by the Conmission. Are you famli ar
wth that provision?

Yes, | am

So, in terns of the viability of the Plan, I
guess | didn't hear anybody on the PSNH panel
yesterday cite to either of these statutes and
the fact that the Plan m ght have sone

useful ness and, in fact, would have to neet
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these requirenents of the statute, or that it
provi ded a basis for being able to fulfill the
requi rements of these statutes. | don't
recall hearing that. Do you recall hearing

any di scussion of that yesterday?

A. No, | don't.

Q Thank you. That's all the questions | have.

A Thank you.

CHAI RVAN | GNATI US: M. Mffatt.
MR, MOFFATT: No questi ons.
Thank you.
CHAI RVAN | GNATI US: M.
Cunni ngham
MR. CUNNI NGHAM  No questi ons.
Thank you very mnuch.
CHAI RVAN | GNATIUS: M. Steltzer.
MR. STELTZER Yes, just a
coupl e.
CROSS- EXAM NATI ON
BY MR STELTZER:
Q Do you happen to know how many custoners PSNH

is serving?

A No. | knowit's a substantial percentage of

the state. But no, | couldn't give you that
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nunber .
Wuld it be fair to say that it's sonmewhere
around 420, 000 custoners, subject to check?
| agree, subject to check.
Wuld it also be fair to say that there's
approxi mately 11,500 custoners out of PSNH
that heat their honmes with el ectric heat,
subj ect to check?
Subj ect to check.
Wuld it be fair to say, then, that those
custoners who heat their hones with a fossil
fuel other than electricity are al so PSNH
r at epayers?
They -- yes. They obviously would use
electricity for lighting. But it would
appear that the mpjority of fuel consunption
for that hone would be fossil fuel.
Thank you.

MR, STELTZER: No further
questi ons.

CHAI RVAN | GNATI US: M. Peress.

MR. PERESS. No questions, Madam
Chai r.

CHAI RVAN | GNATI US: Ms.
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Hol | enber g.
M5. HOLLENBERG  No questi ons.
Thank you.
CHAI RVAN | GNATI US: M. Eaton.
MR. EATON: Thank you.
CROSS- EXAM NATI ON

BY MR EATON

Q

M. Md uskey, how | ong have you been

eval uati ng | east cost plans for the
Conmi ssi on?

| couldn't put a figure on it. But this is
nmy second tinme around working for the

Commi ssion, and | was eval uating plans ny
first tinme, which was maybe 15 years ago.
How many pl ans that have been submtted by the
utilities have you testified that were
adequat e?

The conpl ete plan was adequat e?

Yes.

| don't recall filing any testinony which
found every elenent of the conpanies' |RPs
wer e adequat e.

So in your experience, you don't think that

any New Hanpshire utility that's required to
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file |l east cost plans conducts fully adequate
pl anni ng.

| wouldn't say that. 1've certainly -- ny
job is to review I ntegrated Resource Pl ans.
And ny testinony has addressed aspects of
those plans that | consider to be not
adequate, and |'ve recommended changes to

t hem

Can | direct your attention to your Staff

Exhi bit 3?

Ckay.

And | believe one of your criticisns of the
residential projection are that costs are
goi ng up but savings are goi ng down, as far as
what the Conpany fil ed.

Yes. | said the electric savings are going
down, which is what is shown on

Exhi bit 1V-8.

Right. And Exhibit 3 shows the residenti al
program expendi tures broken down into electric
expendi tures and non-el ectric expendi tures;
correct?

That's correct.

And the residential non-electric savings do go
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up from 2010 to 2015 in the far right-hand
colum; correct?
Yes, they run up substantially.
But there's no depiction of electric savings
in that Exhibit 3.
That's correct. The savings that we see
fromthe non-electric are also in a
different unit fromthe units used on
Exhi bit 1V-8; one is dealing with negawatt
hours, the other one is dealing with MVBtu.
So, really, what we should have is a
conpari son of the two and the sanme units.
And what can you tell ne about changes that
are going to happen in standards for electric
lighting for residential custoners?
You' re referring to a particular part of ny
testinony or. ..
Yes, your DSM testinony.
Ckay. Any particul ar page?
Yes. Page 35 to 36, | believe.

CHAI RVAN | GNATI US: I n whi ch
exhibit, M. Eaton?

MR. EATON: That, | believe,
woul d be Staff Exhibit 1.
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Yes. Page 35 is referring to the -- had
relation to lighting and the Energy

| ndependence and Security Act of 2007. |Is
t hat what your question is getting to?
Yes.

Ckay. And what's your question?

What is going to happen as a result of the
passage of the Energy | ndependence and
Security Act of 2007 regarding lighting
per f or mance st andar ds?

That particular act is going to inpact

i ncandescent bulbs. It's going to -- it's

requi ri ng hi gher standards of those bul bs,

increasing the efficiency of them And from

t he standpoint of this particul ar
proceedi ng, the efficiency of incandescent
bul bs was the standard that the Conpany
woul d neasure the savings from CFLs. So,
this Act changes the efficiency standards
for incandescents, inproves the standards,
then the anpbunt of savings relative to

i ncandescents that you get from CFLs woul d
fall, and that woul d have an inpact on the

potenti al energy savings that could be

i f

73
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gotten fromlighting programs in the future.
And woul d you agree that, to date, nuch of the
savings for the residential sector have cone
fromthe pronotion of CFLs conpared to the
current incandescent bul bs before the standard
I's changed?

That's ny under st andi ng.

And so if that's what the residential sector
has depended on in the past, it's reasonable
to say that savings fromthat | arge portion of
the residential programw ||l go down,
dependi ng when the standard changes.

That's correct. And | believe | say this in
nmy testinony. And | say that the Conpany
appropriately reflected that change in the
law in its determ nation of the potenti al
savings for the residential class.

And traditionally, the Conpany has pronoted
CFLs w th what neasures of incentives? Not
the dollar level, but what are the incentives?
| understand they've had rebates to pronote
the use of that product.

And wi |l incandescents and conpact

fl uorescence, under the new standard, be
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closer in price?

Based on the responses to di scovery that we
recei ved fromthe Conpany, that is indeed

t he case.

So, would a rebate program be appropriate when
the price is very cl ose?

Since I'"'mnot involved in the CORE prograns,
| don't feel as though I"'msufficiently up
to speed to respond to that question whet her
there should be a rebate or whether there
shoul d be sonmething else. But in this
proceeding, |'ve heard the Conpany's
argunents that the increnental costs for
CFLs would be too small to not justify the
rebate, and |I'mjust accepting that at face
val ue.

Ckay. Do you understand how savi ngs are
attributed to DSM prograns?

The cal cul ati on of the savi ngs?

Yes.

The avoi ded costs? |Is that what you're
referring to?

Yes.

Yes, |'ve got experience in that.
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Ckay. So when a dollar is rebated for a CFL
lightbulb currently, we can assune it's

repl acing an i nefficient current |ightbulb of
t he sane wattage, and we can cal cul at e what
t he savings will be.

That's ny assunption as to what the savi ngs
are. That's correct.

And if it's perhaps nore appropriate to sinply
stinmulate the sales of CFLs after the

st andards change, because they are nore
efficient, through a marketing program can
PSNH take credit for the savings from having
spent X-nunber of dollars on a marketing

pr ogr anf?

| f the Conpany determ nes that it's nore
effective or efficient to use a marketing
program conpared with a rebate program and
that achieves the results that it's seeking,
then I would expect the Conpany woul d
propose that change to the participants in
the CORE prograns and have them di scuss it.
But the nethod does not seem unreasonable to
me that you just descri bed.

But if -- through that marketing program how
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can you tell how nuch savings were created or
achi eved by the marketing progranf?

It may not be as obvious as a rebate program
where you can determnm ne how nmany custoners
avail ed thensel ves of the rebate program

but | think it's reasonable to say that the
Conpany has good enough m nds who can nake
estimates as to the likely response of the
mar keting program In fact, | would expect
that they would do that if they did switch

t he approach fromrebates to marketing. |
woul d expect that one of the el enents of

t hat change would be to nonitor the
effectiveness of that program conpared with
rebates and determ ne whet her the dollars
spent on narketing have been spent w sely.

Do you know what |'mtal ki ng about when |
describe a study called "Opportunities for
Energy Efficiency in New Hanpshire" that was
prepared by CDS?

Yes, I'mfamliar that.

And were -- was the Conpany required to

anal yze that report and al so base sone of its

projections on simlar types of analysis that
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were in the GDS report?

| don't recall the words in the Comm ssion's
order saying "simlar type of analysis."”

The Conmi ssion said that you shoul d use the
GDS results, as they applied to PSNH, as the
basi s of your planning for DSM

And did GDS incorporate in its analysis the
change in the lighting standards?

No, it didn't. And | comment on that in ny
testinmony. And |'ve already said that |

t hought that change made by t he Conpany was
an appropriate one.

And woul d you agree, subject to check, that
the GDS study finds that the technical
potential savings for electric energy is over
27 percent?

What is the 27 percent?

The technical potential savings for electric
energy i s over 27 percent.

O what ?

O projected 2018 sal es.

Subj ect to check. | don't recall what that
percentage is.

And that it also is over 27 percent for
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non-el ectric efficiency neasures.

That may be the case. | don't have the
study in front of ne.

So, whether we use a rebate program or whet her
we use a narketing approach to residenti al
lighting is a matter of choice when we cone to
t he point of proposing progranms in future
years under the CORE prograns' dockets;
correct?

So we're tal king about |ighting now?

Yeah, but back to the --

Back to lighting.

Yes.

So your question is it's the Conpany's
deci si on whether to go with a rebate or a
mar keting programto incentivize purchases
of CFLs; is that correct?

Yes.

| think it's the Conpany's deci sion
initially. M understanding as to how t he
CORE program works is that the Conpany's
deci si ons get debated, and eventually
sonething gets sent to the Comm ssion for

approval. So it would be the start of the
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process, | would think, what the Conpany

deci des.

So the choice of approaches in this proceeding
is not really a neasure of whether the Plan is
or conservation in the residential sector is
appropriate or not.

No. The issue of the rebate or marketing
programto incentivize CFLs has to do with

the potential that the Conpany is reporting
for the residential class in the | RP.

That's how it gets into the Integrated
Resource Plan. | recognize there is also a
CORE el enent to that decision. But what

we're discussing here is the inpact on the
potential, the savings potential. So it
really is an IRP issue that |'ve raised in

nmy testinony.

Do you know if, to date, any marketing
prograns approved in the CORE proceedi ngs have
definitely been attributed wth cal cul at ed

savings in electricity?

| don't -- the answer is "no" to your
question. But | would say with -- we've

j ust been di scussi ng whether the Conpany is
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going to use a rebate or a marketing program
wth regard to the CFLs.

I n di scovery, | asked the Conmpany, "If
you think a marketing programis nore
effective, are you proposing to switch from
a rebate to a narketing progran?” And you
said you were not intending to do that. So
t he question you've just asked has surprised
me because you indicated you weren't going
to nmake that switch, even though you argued
that it was nore effective to have a
program which seens contrary. |If it's nore
effective, why are you not going to switch
fromrebates to marketing?

But to date -- | think you answered ny

question initially as "no," that to date there
has not been a way to conpute the energy
savings that are projected or realized froma
mar ket i ng program

That was not ny response to your question.

You asked ne was | aware of whet her

mar keti ng prograns in the CORE had a certain

effect. M answer is no. Wiy? Because |

don't participate in the CORE proceedi ngs.
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That's why | don't know.

Ckay. Are appliance standards goi ng to change
in the planning period in this docket?

Whi ch appl i ance standards?

Ener gy-effici ency appli ance standards that the
i ndustry devel oped. Do you know if there's
going to be any change to those standards,
simlar to the change in the lighting that |

t al ked about ?

| have no specific know edge with regard to
any appliance standards, whether it relates

to lighting or other appliances. So | think
that's a direct response to your question.

But if there was a -- if there was a change
that raised efficiency, a change in standards
that raised efficiency in the manufacturing of
appl i ances, so that all appliances woul d be
nore efficient than previ ous ones, would that
have an effect upon the savings that you could
project in the future?

Yes. |If you had know edge of appliance
standards to change in the future, | would
expect that you would utilize that know edge

i n devel opi ng the potential savi ngs that
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coul d be accessed by the Conpany's prograns.
Thank you.

MR. EATON: | have not hi ng
further.

CHAI RVAN | GNATI US: Thank you.

Conmmi ssi oner Harri ngton.

| NTERROGATORI ES BY CVSR. HARRI NGTON:

Q

Just on your Staff Exhibit 3 there, Page 2,
you have all those different expenditures and
so forth in savings. These are the
expenditures fromthe Plan that are proposed
expendi tures by Public Service?

Well, Comm ssioner, that's really one of the
issues that | was getting into. | don't
really know what the significance of the
expenditure dollars are in this Exhibit

IV-8. Is it sonmething they'd |like to do?

Is it sonething they intend to do? O is it
just intended as guidance, that if they were
to devel op prograns that achi eved the

el ectric and non-el ectric savings underlying
t hese expenditures, this is what they would
have to spend?

And along with that, there's nothing that you

83
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could find that tells where the source of this
noney is going to cone from | nean, we have
a huge increase from 2010 to 2015 that's

al nost three tines as nuch. |s there anything
in the Plan that says where these additional
revenues are comng fronf

There is not. | believe we m ght have

touched on that issue in discovery. But it
was such a long tinme ago, | don't recal

what the response was. But | think the
Conpany indicated that they -- obviously,

t hey woul d have t he Conpany seek approval of
anyt hing of this magnitude.

And just so Il'mclear on this, in your

Exhi bit 3, Page 2, what it's saying is that,
getting out to the year 2015, the Conpany is
proposing to spend significantly nore on
non-el ectric expenditures than on electric; is
that correct?

Wll, yes. Two things it's showng: One is
that the expenditures on electric --

non-el ectric outstrip those on electric;

and, two, the ranp-up is significant for the

non-electric. 1It's a 250-percent increase
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over that five-year period. M

understanding is that it would be affecting
two prograns: The Home Perfornmance Program
and the programthat addresses new
construction for residential. | forget what
that one is called now Energy Star Hones?
PSNH wi t nesses are not helping ne at all.

So |l think it's those two which woul d be
targeted in achieving this kind of grow h.

And we've had a | ot of discussion on -- you've
heard over the | ast coupl e days here on

envi ronnental regul ati ons proposed and whet her
t he Conpany shoul d be planning in accordance
wth a regulation that hasn't been finalized
yet. And you've heard different opinions on
whet her that's a good idea or a bad idea and
so forth.

Havi ng basically the Conpany's position
that they shouldn't be spendi ng any noney or
doing any analysis to determ ne the cost of
i mpl ementi ng environnental regul ati ons that
have not becone yet nmandatory, in this
case -- and |I'm | ooking for sonme gui dance

here fromyour review of this -- it appears
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out to an exact dollar. When we're talking
18 mllion, it's not just "around

18 mllion." It's $18,001,673. So I'm
assum ng they spent a lot of tinme in

anal ysis on devel oping figures that you say
t hey haven't even determ ned a funding
mechanismfor, |let alone how they broke it
down into non-electric and electric

expendi tures, which | assune there nust be
anal ysis there on what type of prograns it
can be spent on and how nuch return on that
doll ar would be. That seens |like a | ot of
electrical -- | nmean a | ot of engineering
analysis. AmI| mssing sonething, or is
that --

There's obviously sone analysis behind it.

| personally do not think it would require

extensi ve anal ysis. The Conpany has all the

detail s about the savings fromvari ous
progranms and what kind of participation you
m ght be able to expect and what they could
deliver thenselves within a year. So |

don't think it would be too difficult to

86
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cone up wth a set of prograns that produce
t hese dol | ars.

And | think you said doing this even
before they got a funding source.
Personally, | think doing it the way they're
doing it is correct. You analyze the
potential benefits that they can receive
fromthese prograns, and if you think they
are cost-effective, very cost-effective,
t hen you propose them and then you seek
perm ssion fromthe regulator or fromthe
| egi slature to allow the kind of | evel of
expendi ture. Wat you need to do i s you
need to nake the case that, even though
these are significant dollars, that they are
well worth doing it. And all I'"mraising is
the fact that a significant conponent of the
dollars relates to non-electric prograns.
And so |'m questioning how can they benefit
the electric custoners. They sinply can't.
There is no avoi ded costs associated with
t hese prograns that the electric custoner
woul d benefit from

Ckay. Thank you.

87
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CVBR. HARRI NGTON: That's all |
have.
CHAI RVAN | GNATI US: A few

questions, M. MO uskey.

| NTERROGATORI ES BY CHAI RVAN | GNATI US:

Q

The i ssue of whether the CORE prograns

should -- by the electric conpany shoul d

i nvol ve services that don't necessarily bring

them el ectrical usage is sonething that's

pending in the CORE docket; isn't that right?

It is, yes.

So, how do you see the relationship between a

pl anni ng docket and a specific docket on those

ki nds of program expenditures?

The rel ati onship cones through the

cost-effectiveness standard, the TRC rati o.
My understanding is, as |'ve said, that

the utilities should be sel ecting supply- or

demand- si de prograns, or a conbi nati on of

the two, in a way that reduces the cost to

electric custoners overall. And so if the

Conpany is including non-electric savings in

its TRC test in order to boost that ratio

and not to nake a case that these are
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cost-effective, then that's working agai nst
t he whol e i dea of | east cost planning.

Least cost planning is about electric
utility planning. 1It's not about all the
fuel industries within the state. It's
about the benefits for electric custoners of
this particular utility. And so including
those non-electric savings in there is
distorting the picture of cost-effectiveness
that we're receiving through this filing.
But if the utilities are being encouraged

t hrough Comm ssion orders in the CORE
proceedi ngs to expl ore sone of these

fuel -neutral prograns, then isn't it alittle
unfair for the criticism then, for the --
that they discuss those in a plan? Aren't

t hey being sort of caught in the m ddl e?

No. | think if the Comm ssion is nmaking a
policy decision that it is okay for the
electric utilities to devel op prograns for
non-el ectric custonmers, then, fine, that's
the end of the decision. But now we've got
to go back, when we tal k about | east cost

pl anni ng, we have to change the definition

{DE 10- 261} [ AFTERNOON ONLY] { 04- 05- 12/ DAY 2}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS: McCluskey]

90

of what we nean by "l east cost planning,"
because they are now i ncl udi ng savings from
non-el ectric sources in there. And so we've
now changed the standard test that we've
been using for the last 20 years. And it's
been that | ong since we've been doi ng | east
cost pl anni ng.

Is it fair that your concern here isn't so
much how PSNH devel oped the nmaterials -- and
in the course of discovery it's becone nore
refined and cl earer -- but your concern really
has nore to do with the policy direction of

t he Comm ssi on encouragi ng or authorizing, at

| east on a pilot basis, the fuel -neutral

prograns?
| think that's fair. GCbviously, | believe
in |east cost planning. | wouldn't be

wor ki ng on I ntegrated Resource Plans if |
were not. And | truly think that we should
be focused on the electric custoner and
reduci ng rates as nuch as we can. So |
don't think, froma policy standpoint, it's
appropriate for the utilities to be getting

into, in a big way -- and we're seeing
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fairly rapid increase in these progranms --
prograns that, one, benefit the non-electric
custoners but are paid for by the electric
custoners. But if the Conm ssion decides
that's that appropriate, and these |evel of
expendi tures on those prograns is
appropriate, then that's the end of the
story. W know what to do in the next |IRP.
The decision's already nmade. But ny
understanding is that certainly this |evel
of expenditures has not been approved by the
Conmi ssion at this point; hence, that's why
I'"mraising it in this proceeding.

Q All right. That's fair.

I n your review of | east cost planning
over the years, have you seen ot her periods
of tinme where there was a | ot of uncertainty
on the part of the utility on significant
capital expenditures that m ght be required
because of changi ng market conditions or

changi ng regul atory standards?

A You're referring to environnental

regul ati ons?

Q O whatever. |Is PSNH s situation of having a
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| ot of unknowns that it has to contend with an

i sol ated situati on?

| don't think it's isolated. | think this
is kind of a new issue. Integrated resource
pl anni ng addresses -- there's new i ssues

bubbling to the surface all the tinme. And
the i ssues change. W just happen to be in
a phase of utility regulation, both state
and federal, where environnental regulations
is really a big deal. And since PSNH
happens to own -- continues to own and
operate generating plants that could be

i npacted by those regul ati ons, then not
surprisingly it's going to be an issue in an
IRP. It should be an issue. It should be
expected to anticipate what's com ng down
the pipe [sic] and i nclude both the benefits
and the costs of those regulations inits

pl anning. And at the nonent, the -- |'m not
seei ng that happening. | think the

di scussi ons that we see on environnent al
regul ations are mninmal, and certainly no
anal ysis what the Conpany nay be doi ng

appears in the IRP
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You heard the di scussions about a concern that
rat epayers nmay be forced to foot the bill for
studies that turn out not to have been
necessary because regul ati ons m ght not have
passed as initially proposed. And I know from
your other comments that you share a real
concern about not letting rates rise higher
than they should and al ways be | ooking for the
| east cost way to deliver service.

So, do you share the concern that these
m ght be unnecessary costs i nposed on
rat epayers, to spend nore tinme eval uating
potential regul atory changes before they've
beconme final ?
No. The Conpany, if it does spend dollars
on anal yzing the inpacts of regul ations, and
it turns out to be a wasted effort, then |
consider that to be prudent. | think the
Conpany -- we can't have it both ways. W
can't, on the one hand, ask themto
antici pate i npacts of these regul ati ons and
then turn around and penalize themif the
regul ations turn out to be different than

what we initially thought. To me, anal yzing
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the regulations and their effects is a
prudent activity, and any cost associ ated
wi th that shoul d be recoverable.

Thank you.

CHAI RMAN | GNATI US: Conmmi ssi oner

Scott.

| NTERROGATORI ES BY CVSR. SCOIT:

Q

If you're not the right one to answer this,
that's fine, too.

So, looking forward, | think we've
ascertained, if | understood right from sone
of the testinony, that there was no --
there's not a particular deliberative |ook
at projecting natural gas prices, if |
understood right. The bal ance, obviously,
is that it would appear that, to the extent
that the existing plants are chal |l enged,
it's because of the price of natural gas on
the market. |s that --

The falling price of natural gas is

pr oduci ng whol esal e power prices. That's
making it very difficult for PSNH s
portfolio to be dispatched, or be dispatched

the way it used to be dispatched. So that's
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rai si ng questions about the val ue and
profitability of those power plants.

So, given that dynamc, ny |ong-term concern
is, if natural gas is the cheapest fuel,
ultimately that drives only natural gas plants

to exist. And that creates sone risk al so.

Is it your opinion that, in planning towards
the future, there would -- it's supposed to be
| east cost planning. | understand that. But

there's also arisk elenent if you have al
your fuel in one basket, so to speak. Do you
foll ow?

Yes. That kind of scenario would i npact
PSNH. O course, they don't have
significant resources to use natural gas,

ot her than New ngton. Both use very, very
little. It turns out that a | ot of new
natural gas facilities were devel oped and
inserted into the regional portfolio, and
then the prices turned around, resulting in
much hi gher whol esal e power prices than we
projected. PSNH would incur that additional
cost through the purchases it makes fromthe

mar ket, and those purchases can be
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significant if existing resources are so
conpetitive that they're not being used or

t hey' ve been retired or sold.

So, PSNH -- or PSNH s custoners are not
exposed -- are not -- are exposed -- are
exposed to that risk just |like every other

utility customer in the region. Does that
respond to your concerns?
| think so. Wuld that be -- going with that,
that woul d be a good reason to project gas
prices in the future, or nake an attenpt?
Certainly nore than five years. Just
because we have a five-year plan, that
shoul d not nmean you cut off your anal ysis at
five years. You should be doing some
| ong-term forecasting, or hiring consultants
to do that for you and | ook at the risks.
PSNH really didn't have control of
this. This is a regional decision. |Is the
region going to allow this to happen? If it
does, then all the region's utilities and
their custoners could be inpacted by that
risk --

That's hel pful. Thank you.
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A -- which is a nuch bigger issue than what we
address in this proceedi ng.

CHAI RVAN | GNATI US:  Conmi ssi oner
Harri ngt on had anot her questi on.

| NTERROGATORI ES BY CVSR. HARRI NGION:

Q Just as quick followup on that sane issue, we
heard earlier fromPublic Service, as part of
this plan, that they're not projecting future
gas prices at all, not just out for five
years. They're not projecting as part of the
Pl an from day one.

Wul d you agree that, in order to nake

a projection of the future capacity factors

of the plant -- i.e., how nmuch these plants
W ll run during the tine franme of the
Plan -- that you'd have to make sone

assunptions on the price of natural gas?

A. Yes, but PSNH does not have to nake those

projections itself. Most people purchase
natural gas price projections. There's lots
of consultants, firns out there that are
publishing this data for a price. And so --
and |'msure nost utilities purchase this

ki nd of infornation. And PSNH -- we're not

{DE 10- 261} [ AFTERNOON ONLY] { 04- 05- 12/ DAY 2}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS: McCluskey]

98

suggesting that it should have a teamthat
woul d work on where the market i s going.
It's easy to purchase that information. And
t hey should use this as the basis of studies
of how their plants are going to operate.
Are they going to be cost-effective? And if
not, what do you do with thenf
So | guess what |'mlooking at here is the
fact that in this Plan it doesn't contain
anyt hi ng about the future prices of natural
gas, and it also doesn't -- it makes an
assunption that the plants are goi ng conti nue
to be baseline run -- neaning, they'll run
whenever there's not a mai ntenance out age.
So, ny question would be, then, how can
you make an assunpti on on the capacity
factors without -- in the Plan, wthout
having in the Plan an assunpti on on natural
gas prices?
Wll, I"mjust saying if you don't do the
anal ysis, you can't make any reasonabl e
assunption of how they're going to operate.
And if you don't have a reasonabl e assunption

of capacity factors, how do you plan on maki ng
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fuel purchases over the life of the Plan? |If
you don't know how nuch your plant is going to
run, how can you nake any judgnents in your
five-year plan as to how nuch fuel you're
goi ng to have to buy?

well -- oh, fuel for your --

For your plants. [If you don't know how nuch
they're going to run, how do you nake a
deci si on on the anount of fuel you purchase?
Well, you can't nmake a very accurate one, |
think as one of the w tnesses indicated.

You just buy a lot and put it in storage,

and you'll have sufficient to cover

what ever, however it runs, which is not a
very sophi sticated fuel -purchasi ng strategy

| woul d think.

Wul d you say that that doesn't go along with
Least Cost Pl ans?

Not know ng the costs of purchasing fuel and
storing it and conparing it wth shorter

t erm pur chases when taki ng advant age of the
change in the markets, | couldn't say one
way or the other. But that's the kind of

anal ysis that you would do to determ ne

{DE 10- 261} [ AFTERNOON ONLY] { 04- 05- 12/ DAY 2}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS: McCluskey]

100

what's cost-effective.
And given your experience in the utility
regul ati on busi ness, what you've seen here,
what's in the Plan, would you think that there
woul d have to be nmuch nore going on that's not
in the Plan, as far as strategy being
perfornmed by Public Service with regards to
things as future gas prices, mgration of its
custoners, the effect on future energy service
rates, capacity factors of its plants, et
cetera, so they could nake a realistic
assessnment of where they're financially going
to stand over a five-year period?
Absolutely. | believe what's in the Plan
does not reflect the actual planning for the
Conpany.

CVMSR. HARRI NGTON:  Thank you.
That's all | have.

CHAI RVAN | GNATI US: M. Spei del,
opportunity for redirect. And before you do,
| want to ask you a question. W have al so
confidential versions certainly of the
Septenber 8th testinony. Are you marking that

as an exhibit as well?
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MR. SPEIDEL: As a matter of
fact, | am not, Conmm ssioner, for the reason
that it would be a little bit clunky to have
that distributed in the context of M.

Mcd uskey's general, non-Continuing Unit
Operations Study testinony. Not only that,
but it's alittle bit anbi guous as to whet her
the material that's discussed in the
confidential segnent is still confidential.

' mkeeping it away from public inspection
from an abundance of caution at this point,
but little bits and pieces of the information
have been di scl osed by the Conpany in
subsequent di scovery. But out of courtesy to
t he Conpany, |'ve decided not to enter that
into evidence at the present tine.

CHAI RVAN | GNATI US:  All right.
We can take that up when the second issue is
addr essed?

MR. SPEIDEL: Yes. Perhaps at
the tail end of Staff's presentation of the
case |'d like to naybe have that confidenti al
testi nony nmarked separately and assign it a

nunber at that tine.
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CHAI RVAN | GNATI US:  All right.
That's fine. So do you have any redirect?

MR. SPEIDEL: As a matter of
fact, | do not.

CHAI RVAN | GNATI US:  All right.
Then | think, M. Md uskey, you are excused.
Thank you.

Let's go off the record for a
nonent .

(Di scussion off the record)

CHAI RVAN | GNATI US: We' ve been
| ooki ng at the scheduling opportunities to
finish the case. | need to nake absolutely
certain with the Comm ssi on cal endar, but it
appears that May 8th and 9th are available to
continue. And if there's any conflict wth
that, we'll obviously let you know W'l
send a letter confirmng the next date and
time, but ask you to hold the 8th and 9th, and
possi bly the 11th. Just hold those for now
until you hear fromus. And beginning at 9:00
woul d be appropriate. So, until May 8th,
assum ng that that works, and we will confirm

it, we will stand adjourned. | appreciate
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everyone's attention. It's been two | ong and
conplicated days. So we will see you on the
8t h.

CHAI RVAN | GNATIUS: Oh, |I'm
sorry. WM. Eaton, you have sonething?

MR. EATON:  Yeah.

CHAI RVAN | GNATI US: ' m sorry.
We stopped, and we need to give people a
chance to respond to a few things.

MR. EATON: Madam Chai r man, you
menti oned at the close of the proceeding, if
anyone -- that we could nmake a request to put
on our panel again to rebut sone of the
measures that were spoken about this norning.
And | would like to put on our panel for the
sol e purpose of responding to the testinony
this norning that the testinony of M. Snagul a
and Ms. Tillotson is inconsistent, that one
W tness is saying one thing and one witness is
saying the other and that they're inconsistent
and can't be reconcil ed.

PSNH, under Rul e PUC 203. 25,
has the burden of proof in this proceeding.

And under 203.26, in hearings on petitions
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"The petitioner shall have the opportunity
to open and cl ose any part of the
presentation.” So | would request that we
be able, either today or begi nning on My
8th, to put them back on and to address that
one i ssue of whether their testinony is

i nconsi stent .

CHAI RVAN | GNATI US: Wl |, M.
Eaton, their testinony is what it was. And
that was one witness's interpretation of their
testinmony. And you'll have an opportunity in
closing to argue how you eval uate their
testinony. | don't understand why there's
need for further evidence.

MR. EATON:. Whuld be to respond
to what was brought up for the first tine
today, why they're -- to explain that their
testinoni es are consistent and do -- and are
appropri at e.

CHAI RVAN | GNATI US: | don't
under stand why that's evidence. Their
evidence is what they testified to, and your
argunent is how it should be evaluated by the

Comm ssi on. So | don't see the need for
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further evidence on their views. You nmay

di sagree with the witness's interpretation of
their testinony, and that's fair. And you can
argue that. But to have them cone back and
expl ain some nore of what their positions
were, we could do that all day wth everybody.

|''mnot seeing it.

| guess, why don't we -- we'l|
take it under advisenment. W'IIl discuss it.
But I'mafraid that opens the door to a | ot

of people wanting to restate their positions
and expl ain again why what they said nade a
| ot of sense. So we'll take it under
advi senment and report back at the start of
t he next proceedi ng. Thank you.

(VWHEREUPON, DAY 2 AFTERNOON SESSI ON

was adj ourned at 4:05 p.m)
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CERTI FI CATE

|, Susan J. Robidas, a Licensed
Short hand Court Reporter and Notary Public
of the State of New Hanpshire, do hereby
certify that the foregoing is a true and
accurate transcript of ny stenographic
notes of these proceedi ngs taken at the
pl ace and on the date herei nbefore set
forth, to the best of ny skill and ability
under the conditions present at the tine.

| further certify that | am neither
attorney or counsel for, nor related to or
enpl oyed by any of the parties to the
action; and further, that I amnot a
rel ati ve or enployee of any attorney or
counsel enployed in this case, nor am|l

financially interested in this action.

Susan J. Robi das, LCR/ RPR
Li censed Short hand Court Reporter
Regi stered Professional Reporter
N.H LCR No. 44 (RSA 310-A:173)
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