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 1 P R O C E E D I N G 

 2 CHAIRMAN IGNATIUS:  I'd like to open the

 3 hearing in DE 12-159, which is Public Service Com pany of

 4 New Hampshire's Transmission Cost Adjustment Mech anism.

 5 On June 4th, 2012, PSNH filed a petition for appr oval of a

 6 new Transmission Cost Adjustment Mechanism rate, for

 7 effect on or after July 1st, 2012, which indicate d an

 8 increase from the current rate.  And, on June 6th , we

 9 issued an order of notice calling for a hearing f or this

10 morning.

11 So, let's begin with appearances please.

12 MS. KNOWLTON:  Good morning,

13 Commissioners.  I'm Sarah Knowlton, from Public S ervice

14 Company of New Hampshire.  And, with me today is my

15 colleague, Michael Hall, who is at the far right end of

16 the table, to my right, and he's also in the Lega l

17 Department at the Company.

18 CHAIRMAN IGNATIUS:  It's going to be

19 confusing with a Michael and a Steve, but we'll s ee if we

20 can keep up.  Thank you.

21 MR. HALL:  Dad always liked him better.

22 (Laughter.) 

23 MS. AMIDON:  Good morning.  Suzanne

24 Amidon, for Commission Staff.  With me today is S teve
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 1 Mullen.  He is the Assistant Director of the Elec tric

 2 Division.

 3 CHAIRMAN IGNATIUS:  Good morning.  Is

 4 there anything to take up on procedural matters b efore we

 5 begin?

 6 (No verbal response)  

 7 CHAIRMAN IGNATIUS:  All right.  Seeing

 8 none, Ms. Knowlton.  

 9 MS. KNOWLTON:  Thank you.  The Company

10 calls Mr. Baumann and Mr. Hall.

11 (Whereupon Robert A. Baumann and  

12 Stephen R. Hall were duly sworn by the 

13 Court Reporter.) 

14 MS. KNOWLTON:  Good morning, gentlemen.

15 WITNESS BAUMANN:  Good morning.

16 WITNESS HALL:  Good morning.

17 ROBERT A. BAUMANN, SWORN 

18 STEPHEN R. HALL, SWORN 

19  DIRECT EXAMINATION 

20 BY MS. KNOWLTON: 

21 Q. Mr. Baumann, I'll start with you.  If you would  please

22 state your full name for the record. 

23 A. (Baumann) My name is Robert Baumann.

24 Q. By whom are you employed, Mr. Baumann?
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 1 A. (Baumann) I am employed by Northeast Utilities Service

 2 Company.

 3 Q. And, what is your position with the Company?

 4 A. (Baumann) I am Director of Revenue Regulations for

 5 Northeast Utilities Service Company.

 6 Q. In that position, what are your job responsibil ities?

 7 A. (Baumann) I have overall responsibility for PSN H

 8 revenue requirement calculations, as well as rela ted

 9 revenue requirement calculations for all of our o ther

10 operating subsidiaries of Northeast Utilities.

11 MS. KNOWLTON:  I'd like to propose that

12 we mark for identification as "Exhibit 1" the tes timony --

13 actually, it's two pieces of testimony, one from Mr.

14 Baumann and one from Mr. Hall, which the Company has

15 previously filed.

16 CHAIRMAN IGNATIUS:  This is on the

17 June 12, 2012 filing?

18 MS. KNOWLTON:  That's right.

19 CHAIRMAN IGNATIUS:  So marked as

20 "Exhibit 1" for identification.

21 (The document, as described, was 

22 herewith marked as Exhibit 1 for 

23 identification.) 

24 BY MS. KNOWLTON: 
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 1 Q. Mr. Baumann, do you have that testimony in fron t of

 2 you?

 3 A. (Baumann) Yes.

 4 Q. And, is the portion of Exhibit 1 that's your te stimony

 5 and the attachments, was that prepared by you or under

 6 your direction?

 7 A. (Baumann) Yes, it was.

 8 Q. Do you have any corrections to that testimony?

 9 A. (Baumann) No.

10 Q. If I were to ask you the questions that are in your

11 testimony today, would the answers be the same?

12 A. (Baumann) Yes.

13 Q. Would you please provide a general overview of that

14 testimony.

15 A. (Baumann) Well, our testimony outlines the prop osed

16 rate for July 1, 2012.  And, within the testimony , we

17 talk about an increase in the rate from 1.189 cen ts per

18 kilowatt-hour to 1.359 cents per kilowatt-hour.  The

19 primary reason for the increase is noted in the

20 testimony and in the numbers as increased RNS rev enue

21 requirements in the forecasted billing period.

22 Also, within our rate calculation, we

23 have requested approval of not only the proposed rate,

24 but of also the 2011 actual costs and recoveries that

                  {DE 12-159}   {06-21-12}



              [WITNESS PANEL:  Baumann~Hall]
     8

 1 are also presented in the filing.

 2 Q. Mr. Hall, good morning.

 3 A. (Hall) Good morning.

 4 Q. Would you please state your full name for the r ecord.

 5 A. (Hall) Stephen R. Hall.

 6 Q. And, by whom are you employed?

 7 A. (Hall) Public Service of New Hampshire.

 8 Q. And, what is your position with PSNH? 

 9 A. (Hall) I'm Rate and Regulatory Services Manager .

10 Q. In that position, what do your job responsibili ties

11 entitle?

12 A. (Hall) I'm responsible for docket management, t ariff

13 and rate administration, and pricing and rate des ign.

14 Q. Do you have the document that's been marked for

15 identification as "Exhibit 1" before you?

16 A. (Hall) Yes, I do.

17 Q. And, if you would turn to that portion of Exhib it 1

18 that contains your prefiled direct testimony.

19 A. (Hall) I'm there.

20 Q. Was that prepared by you or under your directio n?

21 A. (Hall) Yes.

22 Q. Do you have any clarifications or corrections t o that

23 testimony today?

24 A. (Hall) No.
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 1 Q. If I were to ask you the questions contained in  your

 2 testimony now, would the answers be the same?

 3 A. (Hall) Yes. 

 4 Q. And, would you provide the Commission with just  a

 5 general overview of your testimony.

 6 A. (Hall) Certainly.  The purpose of my testimony is to

 7 calculate the base component of the transmission charge

 8 for Rate B customers, and to show the allocation of the

 9 remaining transmission charge costs to all of the  other

10 classes.  The reason there's a need for a separat e

11 allocation is that the -- in a 2007 rate case, th e

12 parties agreed on a specific type of rate design for

13 Rate B, that basically said "the base component o f Rate

14 B transmission costs would be allocated on the ba sis of

15 the Rate B class contribution to system peak."  S o,

16 what my testimony does is it shows that allocatio n.  It

17 allocates costs and calculates the Rate B base

18 component.  And, it then calculates the Rate B

19 incremental component and the transmission costs that

20 get allocated to all of the other classes, which are

21 ultimately used to calculate individual rates and

22 charges.

23 Q. And, have you done any calculation of those ind ividual

24 rates and charges by customer class?
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 1 A. (Hall) Yes.

 2 MS. KNOWLTON:  I propose that we mark

 3 for identification two more documents.  As "Exhib it 2", a

 4 document entitled "Retail Revenue by Rate Case an d

 5 Unbundled Component", which is a three-page docum ent.

 6 CMSR. HARRINGTON:  It's dated "April 16,

 7 2012"?

 8 MS. KNOWLTON:  I'm sorry?  Yes.

 9 CMSR. HARRINGTON:  Dated "April 16th,

10 2012"? 

11 MS. KNOWLTON:  The "18th, 2012", is what

12 I see in the upper left-hand corner.

13 CMSR. HARRINGTON:  Oh.  Okay.  I was

14 look at the title of the document.  Okay.

15 CHAIRMAN IGNATIUS:  We have a couple

16 different dates.  So, at the top left is "06/18/2 012"?

17 WITNESS HALL:  Yes.

18 CHAIRMAN IGNATIUS:  So marked.

19 (The document, as described, was 

20 herewith marked as Exhibit 2 for 

21 identification.) 

22 MS. KNOWLTON:  And, as "Exhibit 3", a

23 one-page double-sided document, that's entitled " Public

24 Service Company of New Hampshire Rate Changes Pro posed for
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 1 Effect on July 1st, 2012 Percentage Change in eac h Rate

 2 Component".

 3 CHAIRMAN IGNATIUS:  So marked.

 4 (The document, as described, was 

 5 herewith marked as Exhibit 3 for 

 6 identification.) 

 7 BY MS. KNOWLTON: 

 8 Q. Mr. Hall, do you have those two exhibits before  you?

 9 A. (Hall) Yes, I do.

10 Q. And, were each of these prepared by you?

11 A. (Hall) They were prepared under my direction.

12 Q. Under your direction, okay.  Would you please, starting

13 with Exhibit 2, walk us through what the rate imp act of

14 the proposed change in the transmission rate woul d be

15 by customer class.

16 A. (Hall) Sure.  I want to step back and give a br ief

17 introduction to clarify something that you said

18 earlier.

19 Q. Sure.

20 A. (Hall) These two exhibits don't show the specif ic rates

21 and charges by class.  Rather, the specific rates  and

22 charges that we're proposing for each rate compon ent is

23 in Attachment SRH-1 to my testimony, under the

24 "Proposed Rates Effective 07/01/2012" column.  An d,
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 1 that shows all of the individual rate components,  both

 2 energy and demand charges.

 3 What Exhibits 2 and 3 show is a summary

 4 of the results of those individual pricing compon ents.

 5 And, Exhibit 2 expresses transmission costs, by c lass,

 6 in cents per kilowatt-hour.  And, we do it in cen ts per

 7 kilowatt-hour to, basically, just provide informa tion

 8 on the approximate average cost on a per kilowatt -hour

 9 basis.  It's something that people recognize as a

10 common way to refer to average costs, even though , for

11 the larger classes, we don't bill on a cents per

12 kilowatt-hour basis.

13 The first page of Exhibit 2 shows the

14 average cents per kilowatt-hour, by class, for

15 transmission, under the "Transmission" column, ba sed on

16 rates that are in effect today, and that have bee n in

17 effect since April 16, 2012.  The second page sho ws

18 similar information under the "Transmission" colu mn,

19 average cents per kilowatt-hour, by class, for th e

20 proposed TCAM average rate level.  And, the third  page

21 of Exhibit 2 shows the difference between the fir st two

22 pages, the change in average cents per kilowatt-h our,

23 by class, for transmission costs.

24 Exhibit 3 is another representation of
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 1 that information, except that it shows percentage

 2 amounts.  The first page of Exhibit 3, under the

 3 "Transmission" column, shows the change by rate c lass,

 4 in percentage terms, to the transmission rates th at

 5 we're proposing.  The second page of Exhibit 3 sh ows

 6 the impact of that change by rate component on an

 7 overall rate basis, or an overall bill amount bas is.

 8 And, if you look at the second page of Exhibit 3,

 9 you'll see that the percentages are much lower.

10 They're in the 1 percent range, approximately, as

11 compared to the percentages on Page 1 of Exhibit 3.

12 And, that's because the denominator of the equati on

13 used in the second page is total revenue level.

14 Whereas, in the first page, the denominator of th e

15 equation is just the revenue from the transmissio n

16 component in rates.

17 MS. KNOWLTON:  The Company would make

18 the witnesses available for cross-examination at this

19 time.

20 CHAIRMAN IGNATIUS:  Thank you.  Ms.

21 Amidon.

22 MS. AMIDON:  Thank you.  Good morning.  

23 WITNESS HALL:  Good morning.

24 CROSS-EXAMINATION 
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 1 BY MS. AMIDON: 

 2 Q. Mr. Baumann, I'll begin with a question for you .  You

 3 indicated that the calculations include the actua l 2011

 4 costs, is that right?

 5 A. (Baumann) Yes.

 6 Q. And, for that period, did the Company have an

 7 overrecovery or is that an estimated overrecovery ?

 8 A. (Baumann) Well, the actual costs for 2011 actua lly were

 9 lower than estimated.  Primarily, due to the fina l 2011

10 true-up of RNS costs to actual.  ISO trues that u p, and

11 we get a true-up factor in the month of May of 20 12 for

12 2011.  That factor this year was a credit of over

13 $6 million.

14 Q. Okay.  And, so, this is information that you pr etty

15 much get after or close to the end of the period,  the

16 billing period?

17 A. (Baumann) Yes.  And, that's why we're always re al tight

18 on filing the new rates, because we want to have that

19 true-up, because it's often, at times, very

20 significant.

21 Q. All right.  Thank you.  You also indicated that  the

22 rate was increasing due to the "increased RNS rev enue

23 requirement", is that right?

24 A. (Baumann) Yes.  That's correct.
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 1 Q. Do you have any information on any detail that -- for

 2 that increase?  I know that the testimony indicat es

 3 there's some -- it's due to more in PTF transmiss ion

 4 facilities.  Do you have any detail beyond that?

 5 A. (Baumann) Yes.  I talked to transmission people

 6 yesterday.  Basically, it's driven, to a large pa rt, in

 7 the overall build-out of transmission reliability

 8 projects in New England.  Specifically, the two

 9 projects that came on line this year was the "NEE WS

10 Project", that's N-E-E-W-S, which is the New Engl and

11 East-West Solutions, that is -- that was built by

12 Northeast Utilities, or is being -- pieces are be ing

13 built by Northeast Utilities.  The other piece wa s

14 Central Maine Power Reliability Project, was a ve ry

15 large project as well.  That there may have been some

16 CWIP in the previous rates, but now there's a ful l

17 revenue requirement of those two large projects.  And,

18 that's really the two main drivers of the increas e.

19 MS. AMIDON:  Thank you.  One moment

20 please.

21 (Atty. Amidon conferring with Mr. 

22 Mullen.) 

23 BY MS. AMIDON: 

24 Q. Okay.  I have a question for you, Mr. Hall, as well.
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 1 If you look at the -- I think it's the next to th e last

 2 page of Exhibit 1, where you have -- you've illus trated

 3 the delta in the current rates, as opposed to the

 4 proposed rates.  And, if you look at, from Lines -- I

 5 guess it's Lines 15 through 25, it depicts increa ses of

 6 "14.47 percent".  Do you see where I'm --

 7 A. (Hall) Yes.

 8 Q. And, then, just for the record, it's Attachment  SRH-3.

 9 Then, if we look at "Rate B Base Component", whic h, at

10 Line 31 and Line 32, there is a significant decre ase,

11 "32.26 percent".

12 A. (Hall) Uh-huh.

13 Q. Could you explain why there's such a big differ ence in

14 these two trends?  In other words, one going up a nd

15 then one with a significant decrease like that?

16 A. (Hall) Sure.  It is a result of the way costs a re

17 allocated to the base component, as compared to w hat we

18 call the "incremental component" and all other ra tes.

19 As I indicated earlier, we allocate costs to the base

20 component based on an agreement we reached in a

21 settlement in a 2007 rate case.  And, basically, what

22 we do to allocate costs to the base component is look

23 at the Rate B class contribution to system peak, and

24 take that proportion and allocate costs according ly.  
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 1 Now, if you look at Attachment SRH-2,

 2 Page 1, Line 5.  You see a base component ratio o f a

 3 little over one half of 1 percent, "0.52188 perce nt".

 4 And, that calculation is shown on the next page.  On

 5 the next page, we basically show the Rate B

 6 contribution by month, and we compare that to tot al

 7 PSNH contribution to system peak by month.  And, the

 8 ratio of the two is 0.52188 percent.  That's what  that

 9 amount is or is projected to be for the 12 months

10 ending June 30th, 2012.

11 If you went to last year's calculation,

12 and looked at the same exhibit, you would see a l arger

13 base component ratio.  Specifically, last year it  was

14 0.54824 percent.  Now, we're talking maybe two to

15 three-hundredths of a percent difference.  So, yo u

16 might be scratching your head saying "well, why d oes

17 that make such a difference?"

18 The reason that has a large impact is

19 that, when it comes to Rate B customers, we're ta lking

20 a very small amount of load.  So, even if we chan ge the

21 allocation of transmission costs to that class by  a

22 very small amount, when you divide it by a small amount

23 of load, you're going to get a significantly diff erent

24 result.
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 1 In this case, the base component that

 2 we're proposing in 2012 is "21 cents" per kilowat t.

 3 Last year, the corresponding number was "31 cents " per 

 4 kilowatt.  So, what we're looking at is, basicall y, a

 5 decrease from about 30 cents per kilowatt, to abo ut 20

 6 cents a kilowatt, and that's about a 33 percent

 7 decrease.  So, we're talking small numbers.  And,

 8 that's the reason that we're seeing such a large

 9 percentage decrease.

10 The second contributing factor is that,

11 in the calculation of the base component, again, if you

12 focus your attention on Attachment SRH-2, Page 1.   On

13 Line 9, you see a "Base Component Reconciliation"  of

14 negative "283,990".  That's an overrecovery.  Wha t that

15 means is that, in the last 12-month period, actua lly,

16 the 12 months ending June 30th, 2012, we're proje cting

17 that we're going to over recover our base compone nt

18 revenue by "$283,990".  

19 If you went to last year's exhibit, and

20 looked at the corresponding number, it would be a n

21 overrecovery of "$154,278".  Again, the differenc e

22 between the two, $130,000 annually, doesn't seem like a

23 whole lot.  But, when you're dividing it by a ver y

24 small load level, it makes a big difference.  So,  for
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 1 those reasons, we've seen what, in percentage ter ms, is

 2 a significant drop in base component of Rate B.  

 3 If you go back to SRH-3 where we

 4 started, and you asked me about Lines 15 to 25.  And,

 5 it shows a "14.47 percent" rate increase on avera ge.

 6 If you look at Line 20 and Line 23, you see the

 7 incremental component of Rate B.  And, as you can  see,

 8 the incremental component is allocated in the sam e

 9 proportion as the allocation to all other rate cl asses.

10 Which, again, goes back to that settlement in the  2007

11 rate case.  So, we're allocating the incremental

12 portion the same way.  What we're seeing is, ther e was

13 such a large drop in the base component, that it has a

14 pretty significant overall impact on Rate B overa ll

15 rate level.

16 MS. AMIDON:  Thank you.

17 WITNESS HALL:  My pleasure.

18 MS. AMIDON:  With your permission, Mr.

19 Mullen has some questions for the witnesses.

20 CHAIRMAN IGNATIUS:  That's fine.

21 MS. AMIDON:  Thank you.

22 MR. MULLEN:  Good morning.

23 WITNESS HALL:  Good morning.

24 BY MR. MULLEN: 
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 1 Q. Mr. Hall, I just want to follow up on the discu ssion we

 2 just had about the percentage of Rate B contribut ion to

 3 system peak.

 4 A. (Hall) Uh-huh.

 5 Q. If you turn to SRH-2, Page 1.  And, I believe y ou were

 6 discussing the percentage that's shown on Line 5?

 7 A. (Hall) Yes.

 8 Q. Which is "0.52188 percent"?

 9 A. (Hall) Yes.

10 Q. And, you said, if you compare that to last year  or the

11 prior year, I believe, if I wrote it down correct ly,

12 was "0.54824 percent"?

13 A. (Hall) Yes.

14 Q. Okay.  That doesn't appear anywhere in this fil ing,

15 correct?

16 A. (Hall) Correct.  What that amount was, what tha t

17 0.54824 percent was, was a projection of the Rate  B

18 contribution to system peak, as compared to PSNH' s

19 contribution to system peak, that ratio, projecte d for

20 the 12 months ending in June of 2011.

21 Q. So, that would have been in last year's TCAM fi ling on

22 this similar SRH-2, Page 1?

23 A. (Hall) Yes.

24 Q. So, by comparison, if I turn to SRH-2, Page 4, --
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 1 A. (Hall) That's exactly where I was going.

 2 Q. Okay.  Am I correct, this is the actual for tha t

 3 period, and the number -- and the 0.44303 that's shown

 4 on Line 19, that's the actual for the period, whi ch is

 5 different than the prior percentage that we talke d

 6 about, the "0.54824", which was the calculated, b ased

 7 on some estimates at the time?

 8 A. (Hall) Yes.  The "0.54824 percent" was based on  actual

 9 data for ten months, and projected data for the l ast

10 two months.  Now, what happened was, the actual d ata

11 for the last two months turned out to be signific antly

12 different than what was originally projected.

13 Q. And, --

14 A. (Hall) I'm sorry.

15 Q. -- I was going to say, with the actual being lo wer,

16 that would have contributed to the overcollection ?

17 A. (Hall) Again, you're anticipating where I'm goi ng.  The

18 large overrecovery that I was talking about earli er,

19 the "$283,990", is the result of the actual ratio  being

20 0.44 percent, instead of 0.54 percent.  Less cost s were

21 actually allocated to the Rate B base component.

22 Q. Thank you.

23 A. (Hall) You're exactly right.

24 Q. Mr. Baumann, if you could turn to RAB-2 -- excu se me,
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 1 RAB-1, Page 1a.  And, I'm looking at Line 18, lab eled

 2 "Retail Megawatt-Hour Sales".

 3 CMSR. HARRINGTON:  Excuse me.  What page

 4 are you on on RAB-1?

 5 MR. MULLEN:  I'm on Attachment RAB-1,

 6 Page 1a.

 7 CMSR. HARRINGTON:  1-8?

 8 CHAIRMAN IGNATIUS:  "a".

 9 MR. MULLEN:  "1a".

10 CMSR. HARRINGTON:  "1a".  Oh, okay.

11 Thank you.

12 BY MR. MULLEN: 

13 Q. And, if I compare the sales figures in the two columns,

14 it looks as though you're expecting a decrease in  total

15 sales over the next 12 months, is that correct?

16 A. (Hall) That's the numbers, yes.

17 Q. Do you know offhand if that's any one particula r rate

18 class or, in general, what's driving that?

19 A. (Hall) I don't know offhand.  I would speculate  it

20 might be overall decrease.  But, certainly, the

21 business class has been decreasing faster in the past

22 than the residential.  But I don't know specifics .

23 Q. Okay.  And, just one other question.  If you co uld just

24 turn to the next page, Attachment RAB-1, page 2.  And,
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 1 I'm looking at "Note 2", which also corresponds t o Line

 2 47.  The first part of that note indicates that t here's

 3 "revenue credits [associated with the] Hydro-Queb ec

 4 revenues with the Hydro-Quebec support contract t hrough

 5 December 2012".  Why aren't there any beyond

 6 December 2012?

 7 A. (Hall) Well, at this point, we have not negotia ted

 8 and/or entered into any agreements to sell -- tho se

 9 revenue credits are a sale of the capacity use of  the

10 line.  We have had those type of agreements in th e

11 past.  But, at this point, we really haven't star ted to

12 negotiate for the second half of the TCAM year, o r the

13 2013 portion.  So, without a contract and without  even

14 the negotiations in progress, we decided not to p ut in

15 a revenue forecast at this time.

16 Q. But, in next year's proceeding, when there is a

17 reconciliation of that particular period, it's po ssible

18 that there will be some additional revenue showin g for

19 some of those months?

20 A. (Hall) Yes.  If we were to enter into a contrac t, which

21 would probably be late in the fall, next year, wh en we

22 reconcile the actual costs, additional revenues, if

23 they appeared, would show, in effect, as an

24 overrecovery, and would be returned with carrying
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 1 costs, the cost of capital, to customers, in the next

 2 TCAM rate.

 3 MR. MULLEN:  Thank you.  I have no other

 4 questions.

 5 CHAIRMAN IGNATIUS:  Thank you.

 6 Commissioner Harrington, questions?  

 7 CMSR. HARRINGTON:  Yes, just a couple of

 8 questions.  Well, I haven't seen you guys in so l ong I

 9 almost forgot what you looked like.

10 WITNESS HALL:  It's a pleasure to see

11 you again, sir. 

12 WITNESS BAUMANN:  Wait till this

13 afternoon, you'll want to get rid of us.

14 BY CMSR. HARRINGTON: 

15 Q. I notice on here, we're looking at about an ove r 14

16 percent increase in transmission costs -- or, eff ect on

17 rates, I should say.  And, this has been a trend that

18 has been going on for sometime over the last four  or

19 five years, is that correct?  

20 A. (Baumann) Yes.

21 Q. And, so, as a percentage of bills, transmission  cost

22 has become from -- is substantially higher than i t was,

23 say, five or six years ago?

24 A. (Baumann) Yes.  We've seen a gradual, steady in crease.
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 1 I would say we are in a period now of almost, you  know,

 2 more of a leveling -- levelizing effect.  I know,  if my

 3 memory serves me, I know that the TCAM rate at on e

 4 point was about 1.5 cents.  There were some under

 5 recoveries in there.  And, certainly, those over and

 6 under recoveries swing the rate.  

 7 But I think your characterization that

 8 we have gone through a period of growth in the ra te is

 9 very accurate.  But I think we're into a more of a

10 levelizing time period at this point.

11 Q. I guess my point being that what's going on in the

12 transmission world is more important to ratepayer s on a

13 cost basis or a rate basis than it was in the pas t?

14 A. (Baumann) Oh, yes.  Certainly.

15 Q. And, just a couple of quick questions on that.  On Page

16 4 of your testimony, Mr. Baumann, you talk about

17 "reliability costs".  And, this is a question I j ust

18 don't know the answer to, and maybe you do.  In t he

19 middle of that page, it starts on (3), it talks a bout

20 "Reliability costs include...such as Black Start" .

21 Now, the ISO has made a major change to their Bla ck

22 Start Program just this past year, where they hav e gone

23 from more smaller plants to fewer large plants.  Do you

24 have any idea of the cost impact that will be in the
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 1 future, when that gets fully implemented, or is i t just

 2 too early to tell?

 3 A. (Baumann) Well, in that -- in that particular c ase --

 4 well, I think it's fair to say that the reliabili ty

 5 costs are going up.  In fact, I think, if you loo k at

 6 RAB-1, 1a, you see about a -- I'll wait till you get

 7 there.  Again, it's "1 alpha".  Line six, the

 8 "Reliability" costs, go from about 4.3 million to  5.4

 9 projected.  That is primarily due to increase in Black

10 Start and VAR support.  It's about a 50/50 increa se.  I

11 note the ISO is changing their compensation formu las

12 for Black Start.  And, that is showing about a 4 to

13 500,000 increase next year, and then we're also s eeing

14 an increase for VAR support.  That's really more a

15 trend.  VAR support can really fluctuate, dependi ng on

16 loads.  We have always used historic 12-month ave rages,

17 which is what we've used here.  And, they were up  from

18 last year about 4 or 500,000.  So, that accounts for

19 your million dollar increase in that forecasted c ost.

20 Q. So, you're projecting a increase, let's just sa y, on

21 the Black Start, because of the change in mechani sm for

22 this period?

23 A. (Baumann) Yes.

24 Q. Okay.  And, then, one final question.  In Page 3 of

                  {DE 12-159}   {06-21-12}



              [WITNESS PANEL:  Baumann~Hall]
    27

 1 your testimony, you talk about the "wholesale

 2 transmission costs are as follows:"  And, you men tion

 3 "Regional Network Service (RNS) costs", and the

 4 increase in those being the biggest driver toward s the

 5 14 percent.  So, would you agree then, in the pre sent

 6 proceeding that's being done down at FERC now, wh ere

 7 it's looking at the return on equity for transmis sion

 8 projects, that if FERC were to grant a lower retu rn on

 9 equity, that that would give a cost/benefit to Pu blic

10 Service's ratepayers?  

11 A. (Baumann) Yes.  That would give not only PSNH, but the

12 region as well.

13 CMSR. HARRINGTON:  All right.  Thank

14 you.  That's all the questions I had.

15 CHAIRMAN IGNATIUS:  Commissioner Scott,

16 questions?  

17 CMSR. SCOTT:  No questions.

18 CHAIRMAN IGNATIUS:  All right.  I have

19 just a couple.

20 BY CHAIRMAN IGNATIUS: 

21 Q. The TCAM rate used to be assigned entirely to t he

22 distribution rate, TCAM charges were assigned to

23 distribution, and that changed a couple of years ago

24 through a settlement approval at the Commission?
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 1 A. (Hall) Yes.  Prior to the time rates were fully

 2 unbundled, both transmission and distribution cos ts

 3 were recovered through one rate component.

 4 Q. Under the system now in effect, how do transmis sion

 5 charges get picked up for those people who have g one to

 6 a competitive supplier?

 7 A. (Hall) Transmission rates, like distribution an d

 8 stranded cost charges, are nonbypassable.  So,

 9 customers get billed those costs regardless of wh ere

10 they purchase their energy.

11 Q. All right.  So, the TCAM mechanism assigns a ch arge

12 that will go -- it's separately identified, but i t's

13 still collected on the distribution volume?

14 A. (Hall) Yes.  It's collected based on metered

15 kilowatt-hours and kilowatts of demand, the custo mers'

16 consumption.

17 Q. Then, why is the forecasted sales information

18 important?  This is looking, if you wanted to loo k, but

19 it's not necessary, I suppose, Mr. Baumann, your

20 Attachment 1, Page 1a, has the retail sales.  Why  is

21 that significant to the discussion, if it's on th e

22 throughput that's charged on the distribution

23 calculation?

24 A. (Hall) Yes.  The forecasted sales that Mr. Baum ann uses
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 1 is a forecast of total delivery sales, total

 2 kilowatt-hour sales that customers consume, regar dless

 3 of where they get their energy supply.  Mr. Bauma nn

 4 calculates an average cents per kilowatt-hour for

 5 transmission costs.  That information is then use d by

 6 people in my area to calculate specific prices.  So, we

 7 take his average cents per kilowatt-hour cost tha t he

 8 calculates on RAB-1, Page 1a, and we then come up  with

 9 individual rates and charges.  First, we allocate  costs

10 to the base component of Rate B, and then we allo cate

11 costs to all other classes.  But the starting poi nt for

12 us is the average cents per kilowatt-hour that he  uses.

13 Q. So, the retail megawatt-hour sales is not PSNH' s retail

14 sales, it's total projected sales through your sy stem?

15 A. (Hall) Yes.  I want to make sure we're talking the same

16 thing.  Two kinds of sales; delivery sales and en ergy

17 sales.  Delivery sales are kilowatt-hours that al l

18 customers consume, and those are the sales to whi ch

19 nonbypassable charges are applied.  Energy sales,  for

20 PSNH's customers, is just those customers taking Energy

21 Service from PSNH.  That's the Energy Service rat e.

22 So, I just wanted to make sure that we were on th e same

23 page with regard to "total sales" versus "system

24 sales".  
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 1 Q. That's helpful.

 2 A. (Hall) I think, by "system sales, you mean what  I refer

 3 to as "delivery sales".

 4 Q. Well, on the exhibit, and, Mr. Baumann, this is  your

 5 exhibit, Line 18 uses the phrase "Retail Megawatt -Hour

 6 Sales", and you show a forecasted decrease.  Is t hat

 7 the total system sales?

 8 A. (Baumann) Yes.

 9 Q. All right.

10 A. (Hall) Yes.

11 Q. And, so, the decrease that you're projecting, y ou said

12 it was "probably coming from the business class",  and I

13 think I mistakenly assumed that has nothing to do  with

14 migration, but it does not?  

15 A. (Hall) No.

16 A. (Baumann) No, it does not.

17 Q. So, what do you -- what accounts for that proje cted

18 drop in total system sales?

19 A. (Baumann) It's really -- really a drop in the t wo

20 forecasts that we used.  Last year, we had a fore cast

21 for the year, and then this year we have a new on e.

22 The forecasting people who model all these sales

23 numbers have, you know, have forecasts that decre ase.

24 I don't know specifically why that would be.  I k ind of
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 1 -- I like to speculate sometimes, but I would gue ss it

 2 would be more in the business side, as opposed to  the

 3 residential side.  But I'm not really sure.  With  all

 4 the conservation efforts ongoing, that may not be  a

 5 good assumption.  But I don't have any detail as to why

 6 the forecast went down slightly.

 7 Q. Well, I had assumed that we were -- had seen a real

 8 drop-off with the slowdown in the economy, and th at

 9 ever hopeful that things will be turning up.  And , so,

10 the reduced number was of a concern.  Do you thin k it

11 may have to do with more efficiency programs in p lace

12 that are doing what they're supposed to do?

13 A. (Baumann) Yes.  I would have to check with the Load

14 Forecasting/Sales Forecasting Group that puts tha t

15 together.  I would speculate that they would have  a

16 pretty good handle on what that's the result of.  But I

17 don't know offhand.

18 CHAIRMAN IGNATIUS:  Okay.  Well, you

19 don't need to do it for this case.  I'm just curi ous.  Any

20 time we can get a sense of what's going out there  in the

21 business community, it's good to know.  I think t hat was

22 it for me.  Any other questions?  Commissioner Sc ott.

23 BY CMSR. SCOTT: 

24 Q. I was going to not ask this question, but, befo re I
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 1 assume something, I figure I better ask the quest ion.

 2 Obviously, a couple days ago you were before us, and a

 3 lot of the questioning from the Bench on the ES r ate

 4 was how the Company is working to reduce the cost  to

 5 ratepayers.  I assume, for transmission costs, by  and

 6 large, this is really a pass-through, but I want to ask

 7 the question anyways.  Are there opportunities fo r the

 8 Company, the utility, to reduce transmission cost s

 9 ultimately that are passed through to the ratepay ers?

10 A. (Baumann) If you're referring to a proposal to lengthen

11 the time of recovery of current costs, in this

12 particular case, we actually have over recoveries , so

13 -- which are reducing costs.  In the ES case, we

14 actually had over recoveries, again, they were

15 flattening the ES rate, much more significant.  W e have

16 never proposed any type of alternative rate paths  for

17 transmission.  We've always done it over the larg er

18 rates, similar to what we're doing this year.  Yo u

19 know, we proposed it in the ES, we did not propos e it

20 in the SCRC, nor are we proposing it here in TCAM .

21 Q. Thank you for that.  I was more or less thinkin g of

22 smoothening the rate impact, more of actions that  the

23 Company could take to reduce these costs ultimate ly?

24 A. (Baumann) Well, I think, you know, we have --
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 1 certainly, we have control over our transmission,

 2 Northeast Utilities' transmission projects, and t o

 3 cost-effectively build them and put them into ser vice.

 4 But a lot of these costs are regional costs.  And , so,

 5 you're relying on the other utilities to use good

 6 utility practice, you know, to produce the best

 7 transmission at the, you know, most reasonable ra te.

 8 So, it's -- I hesitate to say "it's out

 9 of our control", but, since it's regional project s that

10 are controlled by other companies, you know, we h ave

11 limited -- limited abilities, except for our

12 transmission projects.

13 CMSR. SCOTT:  That's fair enough.  Thank

14 you.

15 CHAIRMAN IGNATIUS:  All right.  Thank

16 you.  I think -- oh, I'm sorry.  Any redirect?

17 MS. KNOWLTON:  I don't have any

18 redirect.  Thank you.

19 CHAIRMAN IGNATIUS:  Then, you're

20 excused.  Thank you very much.  

21 WITNESS HALL:  Thank you.

22 CHAIRMAN IGNATIUS:  Anything further,

23 before closings?

24 (No verbal response)  
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 1 CHAIRMAN IGNATIUS:  Seeing nothing, --

 2 MS. KNOWLTON:  Actually, I propose that

 3 the exhibits be moved into evidence.

 4 CHAIRMAN IGNATIUS:  That's a good idea.

 5 Yes.  Unless there's any objection, we'll strike the

 6 identification, make them full exhibits.  

 7 (No verbal response) 

 8 CHAIRMAN IGNATIUS:  Thank you for the

 9 reminder.

10 Also, on exhibits, can I ask in the

11 future, don't resubmit anything, but I think we h ave a

12 rule, or we used to have a rule, that required se quential

13 numbering.  Sometimes people do it through a Bate s stamp

14 or hand number it, so that we -- it's just a lot easier to

15 flip to "Page 23", instead of, you know, "RAB 4-3 ".  So,

16 in future submissions, try to remember that, it w ould be

17 helpful with these kinds of dockets that have a l ot of

18 attachments to them.  Thank you.

19 MS. KNOWLTON:  Will do.

20 CHAIRMAN IGNATIUS:  Ms. Amidon.

21 MS. AMIDON:  Thank you.  Staff has

22 reviewed the filing.  And, we have determined tha t the

23 Company has calculated the overall cost and the r esulting

24 rates consistent with the terms of the Settlement
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 1 Agreement approved by the Commission.  And, there fore, we

 2 would recommend that the Commission approve the P etition.

 3 CHAIRMAN IGNATIUS:  Ms. Knowlton.

 4 MS. KNOWLTON:  Thank you.  The proposed

 5 rate of 1.359 cents per kilowatt-hour is based on  two

 6 components:  A forecast average retail transmissi on rate

 7 that would take effect on July 1st, 2012 for a 12 -month

 8 period, as well as the reconciliation of actual

 9 transmission costs and recoveries based on calend ar Year

10 2011.

11 As the testimony demonstrates, that rate

12 has been calculated consistent with the

13 Commission-approved Settlement for the Transmissi on Cost

14 Adjustment Mechanism.  And, as Mr. Hall has testi fied, the

15 allocation has changed, and has also been calcula ted

16 consistent with the Commission-approved Settlemen t in the

17 last distribution rate case.  

18 So, given that, the Company requests

19 that the Commission approve the rate and issue an  order,

20 so that it may take effect July 1st.  Thank you.

21 CHAIRMAN IGNATIUS:  Thank you.  And, we

22 are mindful of the July 1 effective date, and loo king for

23 a couple of days to get all of these rate changes  in

24 effect prior to, and we will do everything we can  to
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 1 accommodate that.

 2 If there's nothing else, we will take it

 3 under advisement and adjourn the hearing.  Thank you.

 4 (Whereupon the hearing ended at 9:56 

 5 a.m.) 
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