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APPEARANCES: Seth Shortlidge, Esquire, of Gallagher,
Cal | ahan & Gartrell, for Ganite State El ectric Conpany;
Andrew Katz, Esquire, for Constellation Power Source; Janes
Rodi er, Esquire, for Freedom Energy Partners; M chael G aino
for the Business & Industry Association; Wnn Arnold,
Assi stant Attorney General, of the New Hampshire O fice of
Attorney General, for the Governor’s Ofice of Energy &
Community Service; M chael Holnmes, Esquire, of the Ofice of
Consuner Advocate, for New Hanpshire Ratepayers; and Lynnarie
Cusack, Esquire, for the Staff of the New Hanpshire Public
Utilities Conm ssion.
| . PROCEDURAL HI STORY

On January 15, 2002, G anite State Electric Conpany
(GSEC or Conpany) filed with the New Hanpshire Public
Utilities Comm ssion (Comm ssion) a request for an extension
and/ or nodification of its transition service offering. In
the filing, the Conpany presented the Comm ssion with two
alternatives for service to customers renmai ning on transition
service at the expiration of the current transition service
offering. The alternatives are explained in detail in the

letter filing, the testinony of GSEC representatives, and

Comm ssi on Order No. 23,937 (March 18, 2002).
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On February 12, 2002, the Conmm ssion issued an Order
of Notice establishing a Prehearing Conference, which was held
at the Comm ssion on March 5, 2002. On February 14, 2002, the
O fice of Consumer Advocate (OCA) filed its intent to
participate in this docket. Constellation Power Source
(Constellation), the Business and I ndustry Association (BIA),
Freedom Energy, and the Governor’'s O fice of Energy and
Community Service (GOECS) filed notions for intervention. At
t he Prehearing Conference, Public Service Conpany of New
Hanmpshire expressed its desire to nonitor the case. On March
18, 2002, the Conm ssion issued Order No. 23,937, setting
forth the prelimnary positions of the parties, granting the
moti ons for intervention, and establishing a procedural
schedul e for the efficient progression of this docket.

During the course of the proceedi ng, Conmm ssion
Staff and GOECS requested di scovery of both GSEC and
Constellation. As a result of discovery production, on March
18, 2002, GSEC filed a Mdtion for Confidential Treatnent
regarding certain information contained in GSEC affiliate
agreenents. On April 19, 2002, pursuant to RSA 91-A:5,1V and
Adm n. Rul es Puc 204.06, the Conm ssion granted GSEC s request

for confidential treatnment in Order No. 23, 953.
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On April 17, 2002, Constellation filed a notion
requesting the Conm ssion del egate authority to the Executive
Director to contingently approve the application for
registration of Constellation as a Conpetitive Electric Power
Supplier (CEPS) in the State of New Hanpshire. This docunent
was submtted so Constellation would be registered as a retail
CEPS if the need arose.

In an effort to reach a settlenent in this
proceeding, the Parties and Staff met in Technical Sessions
and Settl enent Conferences on March 5, 2002, March 22, 2002,
and April 3, 2002. Settlenent was reached anong the Parties
and Staff and on April 12, 2002, the Conpany filed with the
Comm ssi on a Conprehensive Settlement Agreenent.

In anticipation of the scheduled hearing in this
docket, witten testinony was filed by M. Janes Rodier, on
behal f of Freedom Energy, on April 15, 2002, and by
Constellation on April 17, 2002. Constellation’ s testinony
reflected support of the transition service extension
proposal, the transition service pricing provided by
Constellation, and its belief that the proposed Settl enent
Agreenent represents a fair and reasonable resolution of the

docket .
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The testinony of M. Rodier indicates his support of
the Settlement Agreenent, with the exception of Section 11.d
whi ch provides for the pricing treatnment of G 1 custoners.

M . Rodier asserts that, as witten, Section 11.d “w |l not
achieve its intended purpose of increasing the Transition
Service price for Rate G 1 custonmers, if necessary, to a price
consistent with future market conditions since it is very
unlikely that it would ever be inplemented by the Conm ssion.”
Rodi er Testinony at para. 2.

A panel of witnesses from GSEC and Constell ation
testified regarding the Settlenment Agreenent at the hearing
held on April 18, 2002. The panel nmenbers discussed their
opinions as to why the prices for transition service in the
Settl ement Agreenment were reasonable and why the Settl enment
was in the public good.

On April 25, 2002, the Comm ssion issued a witten
request to GSEC and Constellation for additional evidence to
aid in deliberations of the docket. On April 29, 2002,
Constellation filed answers to the Conm ssion’s request and
al so requested confidential treatnment of answers to Question
1, parts (a), (b) and (c), relating to Exhibit 3 (indicative
prices).

Constell ation asserts the response to Question 1
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contains confidential, comercially sensitive and conpetitive
information that represents the methodol ogy that Constell ation
enploys to calculate its prices for full-service requirenents
| oad, public disclosure of which would be harnful to
Constellation’s conpetitive position in future whol esal e

el ectric supply transacti on negoti ati ons.

Al so on April 25, 2002, the Executive Director
notified the Parties and Staff that the Comm ssion intended to
take adm nistrative notice of two docunents entitled Vernont
Departnment of Public Service, Whol esale Electricity Market
Price Forecast, Technical Report No. 52 and Avoi ded- Energy-
Suppl y- Component Study Group, Updated Avoi ded- Ener gy- Supply
Costs. The Secretarial Letter requested that any party
desiring to challenge the Adm nistrative Notice do so no |ater
than April 29, 2002. No challenges by any Party were received
by the Comm ssion, although Constellation took advantage of
t he opportunity provided by the Comm ssion in its request to
comment on the applicability of the material to the
reasonabl eness of the Settlenment Agreenent prices.

On May 2, 2002, GSEC filed a letter asking the
Comm ssion to supplenment M. Hager’s testinmony with default
service rates should the Settl ement Agreenent be approved.

The letter indicated that GSEC i ssued an RFP for Default
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Service on a de mninus |oad for the period of July 1, 2002 to
April 30, 2003. The letter also indicated that should the
Comm ssi on not approve the Settlenment Agreenment, each supplier
has the opportunity to term nate the conditional Default
Service obligation within three days.

On May 3, 2002, consistent with the terns of the
Settlement Agreenent, Constellation filed indicative prices
with the Comm ssion prior to oral deliberations in the docket.
The average prices were as follows:

Resi denti al 5.7¢/ kWh

Commer ci al 5. 9¢/ kWh

| ndustri al 5. 3¢/ kWh

On May 3, 2002, the Conmm ssion deliberated on the
proposed Settl ement Agreenent using those indicative prices.
Thereafter, the settling Parties, including M. Rodier and
Staff, proposed, by letter dated May 7, 2002, that the
Conmi ssi on accept an anended settl enent.

1. TERMS OF THE APRIL 12, 2002 SETTLEMENT AGREEMENT

The Settl ement Agreenment reached by the Parties! and

Staff in this docket provides for the extension of GSEC s

transition service fromJuly 1, 2002, through April 30, 2006.

1 M. Rodier did not sign the Agreenent given his concerns related to

“reopen” provisions for industrial custoners found in para. 11.d of the
Agr eenent .
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Key el ements incl ude:

i Transition Service available to all Ganite
State custoners who have not taken service from
a conpetitive supplier, including any future new
custoners of Granite State, fromJuly 1, 2002
t hrough April 30, 2006;

ii. Additional protections for |owinconme custoners
allowing themto select service froma
conpetitive supplier and return to Transition
Servi ce;

. Transition Service supply provided by
Constellation at pre-determ ned prices with
annual / seasonal vari ations designed to
provide stability to custoners and a
benchmark for the formation of the
conpetitive retail supply market;

iv. A md-course reevaluation of Transition Service
prices to the Conpany’s | argest customers, with
an opportunity to increase such prices to align
themw th then-current market conditions to
foster devel opnent of a conpetitive market;

V. The inmplenentation of initiatives designed to
foster the creation of a conpetitive retail
supply market; and

vi. Devel opment of a proposal for a Geen Transition
Service option

The Parties agree that Transition Service should be
ext ended t hrough April 30, 2006, for Granite State custoners
who have not yet chosen a conpetitive power supplier. The
Settl enent Agreenent al so provides for procurenent by GSEC of
power for Transition Service solely from Constellation from
July 1, 2002, through April 30, 2006. The Parties and Staff

agree that the Comm ssion has the right to investigate and
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make a determ nation regarding the reasonabl eness of prices
prior to the execution of a Transition Service Supply Contract
bet ween GSEC and Constell ation. However, it was al so agreed
that if the Conm ssion fails to approve the Settl enment
Agreenent, the Parties may anmend or termnate it, and if they
should termnate it, it will be deemed w t hdrawn.

The Settl ement Agreenent al so proposes that the
of fering should provide protection for |owincone customers
whose conpetitive supply arrangenent is term nated by all ow ng
| ow-i ncome customers to return to GSEC Transition Service
after the first such term nation rather than being placed on
Default Service upon their return.? GOECS argued that | ow
i ncome custoners of GSEC should be afforded the sane
protections provided to other |owincone custoners.

At the April 19, 2002 hearing, GSEC indicated that
anot her option it had considered was to continue the existing
practice of returning | owincome custoners to Default Service
in the event their supply arrangenent is term nated. GSEC
argues that this would provide adm nistrative ease for
procurenment purposes and protection for custoners, who would

be charged the | ower of the Transition Service price or the

2 The proposed | owi ncone provision was not fully supported by the

GCECS, which advocated for an unlimted nunber of returns of |owincone
custoners to transition service.
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Default Service price. To the extent Default Service prices
were | ower, the customer would have a lower rate; if Default
Service prices were higher, customers would receive
protection. See Transcript at p. 30-32.

The Parties and Staff also agreed that Transition
Service rates for G 1 custoners shall be fixed for the period
of July 1, 2002, through June 30, 2004. Rates for the period
July 1, 2004, through April 30, 2006, shall be established in
accordance with Paragraph 11 of the Agreenent. Freedom
di sagreed with this provision of the Agreenent, as stated
earlier.

The Parties and Staff further agreed that GSEC woul d
establish, and provide to the Comm ssion quarterly, a revised
Transition Service reconciliation provision and adj ust ment
factor that would reflect reconciliation of revenues and
expenses as of July 1, 2002, associated with providing
Transition Service and other costs, including admnistrative
costs.

Additionally, the Parties and Staff agreed that GSEC
and Constellation would facilitate neetings regardi ng an
additional Transition Service product offering that would
provi de custoners with an option that supports renewabl e

energy sources, or Green Transition Service. The neetings
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woul d occur so that a proposal m ght be devel oped for GSEC to
present to the Conm ssion at a future date.

The Parties and Staff al so agreed that GSEC woul d
propose initiatives to stinmulate the devel opnent of a
conpetitive market. The Settl enment Agreenent did not purport
to advocate for the initiatives that were attached as Exhibit
D, but nmerely indicated that GSEC proposed such an endeavor

Finally, the Parties and Staff agreed that
Constell ati on would be identified on customer bills as GSEC s
Transition Service Supplier, and GSEC agreed to include bill
stuffers notifying custoners of the extension of Transition
Service and rates in its June 2002 bills.
L1l COWM SSI ON ANALYSI S

The Comm ssion has general authority under RSA 541-
A: 31, V(a) to resolve contested matters through consideration
of settlement agreenents. In general, the Comm ssion
encourages parties to attenpt to reach settlenment of issues
t hrough negotiation and conmprom se, as it is an opportunity
for creative problemsolving, allows the parties to reach a
result nore in line with their expectations, and is often a
nore expedient alternative to litigation.

As we have stated in previous dockets, the

Conmi ssi on has an i ndependent statutory duty to resolve
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matters before it in a manner consistent with the public
interest and all applicable specific statutory requirenents.
Thus, even where, as in the present case, all parties join the
settl ement agreenent, the Comm ssion cannot approve it wthout
i ndependently determ ning that the result conports with the
appl i cabl e standards. Moreover, the issues nmust be revi ewed,
considered and ultimately judged according to standards that
provide the public with the assurance that a just and
reasonabl e result has been reached.

RSA 374-F. 3, V(b) provides, in part, that transition
service "should be procured through conpetitive neans.” In
the Settlenment Agreenment under consideration, a new whol esal e
contract for transition service was not put out for bid by
GSEC. Rather, a contract extension of the previous whol esal e
supply agreenent was devel oped as an option by GSEC and
Constellation, and a settlenment was reached and filed with the
Commi ssi on under which the extension was recommended al ong
with a negotiated rate for the service. W note that RSA 374-
F:3, V(e) provides that an alternative neans to provide
transition service may be approved by the Comm ssion as | ong
as it mnimzes custoner risk, does not unduly harmthe
devel opnent of conpetitive markets, mtigates against price

volatility w thout creating new deferred costs, and the
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Comm ssi on determ nes that such means are in the public
i nterest.

In this instance a negoti ated arrangenent rather
than a bid process nmay be considered an "alternative neans” as
contenpl ated by RSA 374-F: 3, V(e). Thus, the fact that the
transition service arrangenent at issue here was achi eved by
negotiation rather than through conpetitive bid does not bar
approval of the Settlenment Agreenent. However, we nust
consider the result with particular scrutiny, in |light of what
we believe is a general directive fromthe Legislature to use
conpetitive neans to determ ne prices whenever possible, so as
to achieve the | owest prices. In other words, we nust be
satisfied that the prices achieved through the Settl enent
Agreenent present an outcone that is reasonably conparable to
what woul d believe may be achieved through a conpetitive
process.

It nmust al so be recogni zed that while we do not have
a conpetitive bid basis upon which to conpare the price of the
contract extension, neither do we have a conplete cost basis
fromthe seller, Constellation, available for a benchmark
anal ysis, such as would be provided by a regulated utility.
Thus, we nust naeke our determ nation by applying our judgnent

as to what is a reasonable rate, considering the risk to
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rat epayers of approving a price that is too high agai nst what
shoul d be an appropriate conpensatory rate to the buyer for
its risks and costs.

In perform ng this analysis, we rely on the response
to Comm ssion Record Request No. 1, Exhibit No. 3
(confidential), which provides the whol esal e narket price used
to derive the indicative prices submtted on April 18, 2002,

t he source of the whol esale market price, and the breakout of
the factors used to derive the retail price fromthe whol esal e
price. The response from Constellation provides a matrix that
"represents the nethodol ogy that Constellation enploys to
calculate its prices for full-service requirenments (FSR)

|l oad.” The confidential matrix contains "building blocks" of
risk factors, with an associ ated cost or preni um percentage
adder for each bl ock.

Several of the factors and their associ ated adders
cause us to conclude that the resulting rate for residentia
and small commercial custoners is above the range we believe
is reasonabl e, as we discuss bel ow

First, the whol esale price enployed as a starting
point reflects blocks of on-peak energy. W believe that the
whol esal e price should not be based solely on on-peak prices,

and that including sonme consideration of off-peak prices
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produces a nore accurate picture of the |likely path of future
prices in the conpetitive market.

Second, as discussed at the hearing, a cost prem um
is added for congestion risk. While there are currently
congestion costs that nust be recogni zed, the New Hanpshire
| oad zone shoul d be recogni zed as a | ow val ue zone on the PTF
once NEPOOL inplenments a congestion managenent system which
we believe is likely by the end of the second quarter of 2003.
Delivering power into this zone should result in credits,
rather than increnental costs. There is sone risk that the
current “Seller’s Choice” rule my persist after |ocational
margi nal pricing is instituted, but we consider this risk |ow,
given the inconpatibility of this rule with the fundanental
prem ses of congestion nmanagenent. Also, a prudent | oad-
serving entity can hedge against this risk by purchasing firm
transm ssion rights. Thus, the prem um adder does not refl ect
the potential reduction in uplift costs and increase in
congestion credits, which are being assigned to Constellation
by GSEC under this agreenent.

Third, we believe that the premiumfor Installed
Capacity (I CAP) is too high relative to the value of this
product in the market. The evidence in the record shows that

relatively low |I CAP values are likely to continue, given the
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addi ti on of substantial anounts of capacity in New Engl and
recently and in the near future.

Finally, we believe that custonmer attrition risk is
overstated. As a practical matter, small consuners have few
or no alternatives to Transition or Default Service at the
present time. W do not expect this situation to change
dramatically in the short run. Thus, for such small
custoners, there is presently little |ikelihood that
significant loads will mgrate to conpetitors. Wth respect
to |arge comrercial and industrial custonmers, on Rate G 1,
Constel l ati on has proposed rates whose nmargi n above forecast
whol esal e costs is generally |lower than that proposed for
smal | er custoners, and varies quarterly, reflecting
Constellation’s sense of the conpetitiveness of these |arger
custonmers. We do think there is sonme risk that Constellation
will | ose | oad anong these custoners, although even here, the
risk is likely not as great as suggested by Constellation. W
note that the risk of losing residential custoners has been
insignificant in other jurisdictions, even where significant
“headroon? in transition prices mkes conpetitive offerings
nore attractive.

GSEC s witness, M. Hager, explained that to

anticipate conpetitive retail electricity prices, GSEC
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generally applies a nmultiplier in the range of 1.1 to 1.5 to
t he on-peak forward whol esal e prices posted by Natsource, and
that a 1.3 nultiplier (30% is a good rule of thunb. M.
Hager states,

...again, it’s just a rule of thunb with a w de

bandwidth in there, if you were to take an on-peak

price quoted in Natsource, on average, if you

i ncrease that by about 30 percent, you'd be in the

bal | park...of what a | oad-follow ng service would

be. The highs and | ows would be about a 10 to a 50

percent adder, depending on the particul ar season,

the liquidity of the particular product in the

mar ket pl ace, ... a particular supplier’s portfolio

ri sk assessnent and so on and so forth. Hearing

Transcript, 4-18-02, p. 116.

Ot her, higher, multipliers were suggested as wel |,
based on the confidential information supplied by
Constell ati on. Taking these factors into consideration, we
bel i eve that proposed transition service rates should be
reduced for small consuners to a rate reflective of the | ower
end of the range of reasonable multipliers of the projected
whol esal e prices in New England. W accepted the |arge
custonmer rates (Rate G 1) proposed by Constellation as
reasonable. They are nore reflective of the market, and G 1
custonmers are nore |likely to have conpetitive alternatives.
As noted bel ow, after our oral deliberations, the parties

proposed that G2 comrercial custoners be treated as |arge

consumer s al so.
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The adjustnents required would reduce the proposed
residential and affected commercial rates by about 7 percent.
We applied the reduced multiplier to the futures prices in the
sane proportion between residential and comrercial classes as
originally proposed. For residential prices, over the period
of the extended Transition Service, the adjustnent to the
mul tiplier produces rates for the supply portion of the bil
t hat average 5.25 cents per kilowatthour. For affected
commerci al custonmers, the average rate for Transition Service
supply would be 5.37 cents per kilowatthour. These revised
Transition Service prices represent an increase of 8 to 10
percent fromcurrent Transition Service supply prices, and
result in an increase of the total bill for the average
residential consuner taking 500 kil owatthours per nonth of 3.7
percent. The average prices based on our adjustnents refl ect
an average of 5.3¢/kWh for residential custonmers and an
average of 5.4¢/kWh for affected commercial classes.

This conclusion is supported by other evidence in
the record, including the projected New Engl and whol esal e
pri ces devel oped by the Vernont Departnent of Public Service,
which are | ower than the Natsource forward prices, and by the
projected New England retail prices devel oped for the

estimati on of avoi ded costs for New Engl and-w de demand si de
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managenent prograns. Reliance on this evidence is a hel pful
check on a price devel oped using the forward price curves,
because the forward markets remain fairly illiquid as one goes
out beyond the very near term \While no projection of prices
can be guaranteed to be accurate, the evidence in this docket
taken as a whol e supports a |l ower range of prices than those
proposed by Constellation.

We turn next to m scell aneous provisions of the
Settlement Agreenent that require our review. First, we
accept the proposed m d-course reevaluation of Transition
Service prices for the Conpany’s G 1 Custoners. W note for
nost periods that G 1 prices are at the | ower end of the range
and track antici pated seasonal price changes nore closely.
Thus, they are likely to be nore indicative of the market. As
noted above, the G 1 customers also will have the nost
flexibility in their ability to nmove into the retail market.
Havi ng the prices established through April of 2006 with an
opportunity to evaluate these fixed prices against the market
m dway through the period, and raise themif necessary, is an
option that is reasonable. The Settlenment Agreenent does not
require the Comm ssion to raise prices if the then-current
mar ket prices exceed the mninmum prices established today. It

does, however, give the Comm ssion the ability to increase the
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prices so that Constellation does not capture the custonmers by
of fering bel owcost prices, and other suppliers can continue
to market to this group.

The Settl enment Agreenent al so includes a provision
for low income custoners to return to transition service from
retail service one time when the retail supply arrangenent
ended. The GOECS advocated that |ow incone custoners shoul d
be afforded other protections, for exanple, an unlimted
nunber of returns. At the hearing, Granite State presented us
with an option where | ow income custoners would in such cases
return to default service and the Comm ssion could put in
pl ace a mechanismthat allowed Ganite State to charge the
custoners the | ower of the Transition Service price or the
Default Service prices, regardless of which supply was being
used to procure the energy.

At this time, we see no reason to allow an unlimted
nunber of returns to transition service. The residenti al
retail market has yet to devel op. As indicated above, we do
not believe, based on the experience of other states who have
noved to retail conpetition, that, in the short term
residential custoners will be noving to retail providers in
any significant nunbers. Accordingly, we adopt the position

of the Settlenent Agreement but will revisit the issue if
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conditions warrant it.

Wth regard to the Conpetitive Initiatives proposed

by Granite State, we will not opine on themat this tinme. W
wi || open another docket at a future date that deals with the
matter on a broader basis and will not |limt our consideration

of those issues to this transition service docket.

The Settl ement Agreenent al so contained a provision
on the so-called Green Transition Service that requires the
Conpany to consult and cooperate with other parties to devel op
a definitive proposal. The Settlenment Agreenent itself does
not contain specifics related to a G een Transition Service
offering. At the hearing, it was suggested that Constellation
would be in a better position to create the Green Transition
Service proposal in the future when the devel opnent and
i npl ementation of a regional generation information system
(Gl'S) takes place. W believe this concept is appropriate and
wi ||l accept the proffer with regard to inplenenting a docket,
if need be, in the future.

Ot her m scell aneous matters we nust consider are the
Constellation Mdtion for Confidentiality, the GSEC Motion to
Suppl enent Testinmony, the GOECS request to take adm nistrative
notice of several other restructuring proposals and settl enment

agreenents, and custoner notification provisions. W note
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that in earlier deliberations we approved the Constellation
Motion for Confidentiality.

On April 29, 2002, Constellation submtted a notion
to keep confidential certain responses to our previously
i ssued record requests. Constellation indicated that several
answers contai ned confidential and comrercially sensitive
i nformation concerning the devel opnent of the indicative
prices. The information submtted by Constell ation
represented the met hodol ogy Constellation enploys to cal cul ate
prices for full-service requirenments (FSR) |oad. Applying the
bal anci ng test used in requests of this nature, we find that
t he docunents sought to be made confidential are within the
exenptions permtted by RSA 91-A:5, IV. W note, as was
poi nted out by Constellation, that we granted confidentiality
to GSEC in this case in Order No. 23,953 that was simlar in
nature, i.e., comercially sensitive. Thus, we will approve
t he noti on.

As for the GSEC Modtion to Suppl enent Testinony, we
will not grant the request. The record in the docket was
cl osed as of the hearing, except for the itens we believed
were essential to our deliberations. W sent out notice of
our intent to take adm nistrative notice of two docunments. To

this notice we received no objections, therefore we used them
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in our deliberative process. W did not, however, consider
the information submtted by GSEC to supplement M. Hager’'s
testinmony as the information, we believed, was untinely.
Li kewi se, we do not see the need to take adm nistrative notice
of the materials requested by GOECS. These docunents were
only partial excerpts of certain other material that we did
not need to consider in making our decision in this docket.
Finally, any requirements for notice to custonmers regarding
the prices and ternms of the new Transition Service offering
must be made no later than 30 days prior to the start of the
July 1, 2002 Transition Service period.

| V. AMENDED SETTLEMENT PROPOSAL AS A
RESULT OF MAY 3¢ DELI BERATI ONS

On May 7, 2002, Constellation submtted a letter to
t he Comm ssion suggesting an alternative proposal for pricing
Transition Service based on the May 3" oral deliberations.
The letter stated,

Under the alternative nodification, the rates for
Granite State’s residential class and NNH P.U. C. Tariff
classes G3 and V would be at the | evels the Conm ssion
adopted on May 3. The rates for Ganite State’s
remai ning commercial G2 class, however, would be
restored to the | evels proposed by Constellation on May 3
due to the higher cost and risk to serve this custoner
class. The Settling Parties believe this is a reasonable
and fair resolution of the remaining issues in this
proceedi ng and respectfully request that the Comm ssion
adopt this alternative in lieu of the adjustnments the
Comm ssi on described in its oral deliberations.
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The letter also indicated that all Parties to the Settl enent
Agreenent concurred with the proposed nodification. It also
asked for an expedited order so that the custoner notification
process coul d begi n.
V. COWM SSI ON ANALYSI S ON AMENDED PROPOSAL

As di scussed above, the Settlenment Agreenent
included a termthat raised an arguable claimby Constellation
that our nodification of the Settlement m ght provide them
with the opportunity to term nate the Agreenent and w t hdraw
fromit. W note that the Settlement did provide, however, in
paragraph 8, the provision that the Conm ssion reserves the
right to investigate and make a determ nation on the
reasonabl eness of prices.

Not wi t hst andi ng this provision, Constellation
expressed concern about the adjustnents we nmade to the May 37
prices. In Constellation letter dated May 7, 2002, which was
supported by all Parties to the docket and Conm ssion Staff,
the Settlement Agreenent was anended to accept the prices set
for residential customers and the non-denmand netered
commercial custonmers. However, the Parties seek approval of
the original settlenment rates for demand-netered commerci al
custonmers who, Constellation asserts are a high risk and high

cost class, simlar to G 1 custoners.
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Part of our rationale for changing the prices for
residential and comrercial customers was the concern that the
retail market would not be devel oped sufficiently to allow for
residential and small commercial mgration. W noted,
however, that very |large custoners, such as those in the G1
cl ass, should have nore conpetitive alternatives, should the
i ndicative prices indeed be excessive. W believe this is
true, as well, for the larger comercial demand-netered
custoners. For this reason, the nodified proposal is a
reasonabl e outcome for this docket and consistent with the
intent of our oral deliberations because, essentially, smaller
comrercial custoners are treated like the residenti al
custoners they nore nearly resenble and | arger comerci al
custoners are treated like the G 1 custoners they nore nearly
resenmble. We will therefore, accept the May 39 prices as
proposed by Constellation for the G1 class and the G 2
commerci al class custoners. The adjusted Transition Service
Prices remain the operative prices for the residential class
and the G 3 and V comercial class custoners. Appendix Ato
this Order reflects the adjusted Transition Service prices and
period for which they will be in effect.

Wth respect to the procedure foll owed here, we note

our traditional practice after oral deliberations is to issue
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our witten order, which controls, and only then entertain
nmotions for rehearing. |In this unusual case, the parties to a
consensus settlenment seek to amend their settlenment based on
our oral deliberations in a way that |argely adopts the
conditions we would require but partially refines the
conditions. As noted above, we find the results in the public
interest. In addition, we find the process reasonabl e because
it will serve to avoid tinme delays that could have resulted in
the interruption of transition service and could have created
unnecessary confusion for custoners.

Based upon the foregoing, it is hereby

ORDERED, that the Settlenent Agreenent proposed by
the parties and as nodified by themon May 7, 2002, is
APPROVED, consistent with the foregoing analysis; and it is

FURTHER ORDERED, that Granite State Electric Conpany
provide a Conpliance Tariff no later than May 31, 2002, for
effect on July 1, 2002, in accordance with the provisions of
this Oder; and it is

FURTHER ORDERED, that Granite State Electric Conpany
notify its customers of the Transition Service terns and
prices at |east 30 days prior to the effective date of the new

Transition Service prices; and it is
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FURTHER ORDERED, that the Constellation Mtion for
Confidentiality is GRANTED.
By order of the Public Utilities Comm ssion of New

Hampshire this eighth day of May, 2002.

Thomas B. Getz Susan S. Ceiger Nancy Brockway
Chai r man Conmi ssi oner Comm ssi oner

Attested by:

Debra A. How and
Executive Director & Secretary
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APPENDIX A
GSE Transdtion Service Extension
Final Binding Pricing - $ per MWh

Date 3-May-02 with Order M odifications
Rate Classes: D,D-10,M,T Average $52.51
Term High $52.73
Jul 02-Jun 03 $52.73 Low $52.40
Jul 03-Jun 04 $52.45
Jul 04-Jun 05 $52.40
Jul 05-Apr 06 $52.45
G-02 G-03,vV
Rate Classes: G-02 G-03,V Average $57.90 $53.66
Term High $59.60 $55.23
Jul 02-Dec 02 $59.60 $55.23 Low $56.10 $51.99
Jan 03-Jun 03 $57.05 $52.87
Jul 03-Dec 03 $59.10 $54.77
Jan 04-Jun 04 $56.90 $52.73
Jul 04-Dec 04 $58.70 $54.40
Jan 05-Jun 05 $57.00 $52.82
Jul 05-Dec 05 $58.75 $54.44
Jan 06-Apr 06 $56.10 $51.99
Rate Class: G-01 Average $53.76
Term High $62.00
Jul 02-Sep 02 $62.00 Low $47.95
Oct 02-Dec 02 $47.95
Jan 03-Mar 03 $53.55
Apr 03-Jun 03 $52.80
Jul 03-Sep 03 $61.00
Oct 03-Dec 03 $48.25
Jan 04-Mar 04 $53.20
Apr 04-Jun 04 $52.75
Floor Price:
Jul 04-Sep 04 $60.35
Oct 04-Dec 04 $48.10
Jan 05-Mar 05 $53.20
Apr 05-Jun 05 $52.90
Jul 05-Sep 05 $60.20
Oct 05-Dec 05 $48.10

Jan 06-Apr 06 $52.05



