
Public Service PSNH Energy Park

of New hampshire 780 North Commercial Street Niant hester. NH 03101

Public Service Company of f\c~ Hamp litre
P.O. Box 330

__________ Manchester, Nil 03105 0330

A ~(603) 669 4000www.psnl2 corn

~ (ast Nti..~2 _..0 ~Northeast Utilities System

I~hibit~
December 8. 2009 ~ j

~VS FROM FILE~

Debra A. I lowland
Executive Di rector and Secretary

t’ite olNe\\ I l’iinpshire
Public LI Ii ies (010111 ISSiOn

I South Huit Stied. Suite 10
Concord, NH 03301-2429

Re Pi oposed Dehuilt Fncrev Service Rate For 201 0
Docket No. Dl 09-180

I~)c91 Ms. I ItioI;uiil:

I:lILsl pLise Hit! Sd\ cu c~’pie~ ot lu l<~Hittil Ic Olin ti I tlicit .\. Pauinaiiii iii I I):i\ iJ

A. Errichctti. lbs rebLittal testimony is submitted under the revised procedural schedule
contained in Order No. 25.028.

Copies have been provided to the persons on the attached Service List.

Very truly yours,

Gerald M. Eaton
Senior Counsel

Enclosures
cc: Service List

0S6161 REV 3~O2



Service List
Docket DE 09-180

Ms. Debra A. Howland
Executive Director & Secretar~
State of New Hampshire
Public Utilities Commission
21 S. Emit Street. Suite tO
Concord. NH 03301-2429

tvts Amarida Joonan
Consumer Affairs Director
State ot New Ftanipshire
Pi iblic U tiliti es Com in ission
21 5 Fruit Street. Suite 10
Concord. NH 03301-2429

Mr Kenneth E. Trauni
Office of Consumer Advocate
21 5. Fruit Street, Suite 18
Concord, NH 03301 2429

Mr. Ftiom~s C. Frantz
Director - Electric Utilities
State of New Hanipshire
Public Utilities Commission
21 S Fruit Street, Suite 10
Concord, NH 03301-2429

Ftr SKo kti.illcn
Assislant Director Electric Division
State ot New Hampshire
Pt iblic Ulililies Commission
21 5 Fruit Street. Suite 10
Concord. NH 03301-2429

Ms Suzanne Antidun
Staff Attorney
State of New Hampshire
Public Utilities Commission
21 S. Fruit Street, Suite 10
Concord, NH 03301-2-129

Mr. Al-Azad lqhal
Slate ot flow H impahime
P I lli’iti.. (

21 S Fruit Slm’l SuiV 10

Ms J tds M C irmody
SI ‘is I N” .v I lompshtrv

71 ‘ tint ~tp I - itO’ 10

Atty. Douglas Patch
Orr A Penn

1 E;ic1lt’ S guar~
EQ Dcx 3030
(mt t,’mt lID

Mr Stephen Eckhm,rg
~DDi~, of (5 a’ cii,. t

2 I South Fm nil Sit cvi
Concord, NH 03301-2.120

Ally. .1 tuu~ F. RoOter
0 1 1.

Porlsitit nih. NI I 5101-50th

Mr. Robert A Barimnann

Nor the- i- If Ill ii”

PC Box 270
Hartforrl, 171 (115141 (1270

o” ‘2 Pm rip. (5 i I
Deerfield. NFl 03037-1.102

lit] ‘ I. oi’ ~ Ion fyi ito
711(1 N. Conunerc ol SIred
ictancliesler, NI-I 03101

vIOl I

Public sci jico 01 Nun Ilarmip Rio
780 No. Commercial SIred
tvtanchester, NH 03101

Mr. Bill Gabler
Clean Power Development [[C
130 Pembroke Road, Suite 100
Concord, NH 03301

Mr. Stephen R. Hall
Manager
Public Service of New Hampshire
780 N Commercial Street
Manchesler, NH 03101

Ms. Meredith A. Hatfield
Consumer Advocate
Office of Consumer Advocate
21 S. Fruit Street, Suite 18
Concord, NH 03301-2429

Ms. K’LaRae Nolin
Admin Support
Public Service of New Hampshire
780 N. Commercial Street
Manchester, NH 03101

Ms. Angela O’Connor
New England Power Generators
Association, Inc.
141 Tremont Street
Boston, MA 02111



THE STATE OF NEW HAMPSHIRE

BEFORE THE NEW HAMPSHIRE PUBLiC UTiLITIES COMMISSION

REBU’fl’AL TESTIMONY OF ROBERT A. BAUMANN AND DAVID A. ERRICHETFI

2010 DEFAULT ENERGY SERVICE RATE CHANGE

Docket No. DE 09-ISO

I Q. Please state your names, business addressed and positions.

2 A. My name is Robert A. Baumann. My business address is 107 Selden Street, Berlin, Connecticut.

3 1 am Director. Revenue Regulation & Load Resources for Northeast Utilities Service Company

4 (NUSCO). NUSCO provides centralized services to the Northeast Utilities (NU) operating

5 subsidiaries, including Public Service Company of New Hampshire (PSNH). The Connecticut

6 Light and Power Company, Yankee Gas Services Compaimy mid Wesknm Massachusetts Electric

7 Company.

8 A. My name is David A. Errichetti. My business address is 107 Selden Street, Berlin, Connecticut.

9 1 am Manager, Generation Resource Planning for Northeast Utilities Service Company

10 (NUSCO).

11 Q. Have you previously testified before the Commission?

12 A. Yes. We have both testified on numerous occasions before the Commission.

13 Q. What is the purpose of your testimony?

14 A. The purpose of this testimony is to rebut the testimony ofMr. Michael E. Hachey flied on

15 December 2, 2009 on behalfofTransCanada Power Marketing Ltd (TCPM). In his testimony,

16 Mr. Hachey recommends that the Commission limit PSNH’s recovery of the cost ofpurchases of

17 power that PSNH made to meet its 2010 power needs that he asserts was not done in
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conformance with PSNH’s Least Cost Integrated Resource Plan or that he deems was not prudent

2 or reasonable. He also recommends that the Commission require PSNH to utilize an RFP process

3 for (he purchase of power, raiher than engaging in bilateral purchases of wholesale power,

4 including the alternative of requiring PSNH to buy all of its energy service needs on a

5 competitive basis and selling the output of its generation into the market.

6 l’SNH takes exception to Mr. Hachey~s recnmmendations and in this cstimonv describes why (lit’

7 Commission should reject those recommendations.

S Q. In your opinion did PSNH conform to what it fuieci in its 2007 least Cost Integrated

‘1 Rcsitirce Pin ii (I Al RI’) in l)uckct No. 1W 07—I (1W.’

it’ \ ics. ~ ~vc .ciit.i in ihe rcsp.’ii.c in I izIii.~ ~ I. j~ ii —‘‘22 i.~itaci,i,itiii ii. l’SNi i’s ;icti’’iis

11 taken for 2010 are wholly consistent with what was said in PSNH’s Supplement 3 - Supplemental

12 Power Procurement Strategy filed in Docket No. DE 07-108 on March 28, 2008, which was

13 appended to the end of Section V.B.6.2, page 91: “The following discussion provides an

14 overview of the procurement strategy that PSNH implemented for its 2007 supplemental power

15 requirement. This overview is indicative ofPSNH’s current procurement strategy; however, as

16 discussed below, PSNH does not have a prescriptive hedging protocoL By retaining flexibility in

17 its planning process, PSNH is able to respond to changes in planning criteria and create benefits

18 for customers.”

19 The passage in this same supplement that TCPM insists is the inviolate procurement plan itself

20 leads offby saying “PSNH’s current procurement plan is focused primarily on the subsequent
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I annual period.” The usc of the word “current” is not trivial; it speaks to the earlier passage,

2 repeated above — that PSNH’s procurement process is dynamic and changing, not static.

3 The actions taken by PSNI1 to begin building its supplemental power supply for 2010 in early

4 2008 were based on market conditions, forecasted prices and forecasted procurement needs, all as

5 of the ünie at which the decisions were made. PSNH’s procurement strategy for 2010 continues

6 in evolve as current market conditions. forecasted prices and procurement needs change.

7 (‘ontrarv to TC’PM’s testimony. PSNH has not strayed from the procurement principles

8 articulated in its 2007 LCIRP. TCPM has taken a summary of what PSNI1 did for one period (in

9 2’ itH’ t ‘r 21 H Uiltl i~ lb .~ :.ug~cst ing that l’SNI I can only change its pri ‘eui cnwill I)r;Ittlcc~s ii tllc

Ill ic~ i—cit pr. .ctn II will ‘ti atcg; Is ~et lcd at id apprc”ed in a L.Ul RE’. hits d. ‘es lb ‘tli iakc sct i .e a . tIi~.

11 procurement plan described in the 2007 LCIRP was itself not previously approved in a LCIRP.

12 Therefore, Mr. Hachey’s recommendation to limit PSNH’s cost recovery due to PSNH’s alleged

13 failure to strictly adhere to its LCIRP is illogical and unworkable.

14 Q. If you accepted TCPM’s view of the proscriptive effect of the LCIRP, when would PSNH be

15 able to put Into place TCPM’s recommended REP process?

16 A. While it is not at all clear to PSNH what power supply components TCPM proposes to be

17 purchased under an REP, to the extent the REP includes energy, then according to TCPM’s

18 testimony the REP would have to be part ofan approved LCIRP before that REP process could be

19 implemented. Thus, assuming TCPM is correct, ifPSNH’s 2010 LCIRP is approved sometime in

20 2011, the REP process proposed by TCPM could only occur in time to serve 2012 ES load, at the

21 earliest.
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1 PSNH does not agree that its procurement plan is rigidly constrained under the LCIR.P.

2 Therefore, even if we did agree that an RFP process should be utilized, PSNH would come to a

3 different conclusion with regard to implementation and timing of that process.

4 Q. Does PSNH believe an RFP as proposed by TCPM, where PSf~W resources first serve ES,

5 makes the best sense for PSNH ES customers?

6 A. No. As noted above, TCPM has not provided specitics as to what power supply components

7 would be in the RFP. However, the concept of utilizing an RFP for power procurement has been

8 raised previously by Constellation and was not accepted. At that time PSNK noted that there

9 would he a significant pi ice premium 11w :i third party to take on this power supply obligation.

It) ;isstiiniii~ there ‘~ a~ nil ci ‘si iec~ ‘nciltati~ in pi • •cc.~: u uI, lutlikiicc in in; ~lllls 6 l’ec.ni:.u tli~

II third parts wi mId have t.. :ib~.tirh nit. • n~ pi icc. I. ..n.l itiaci 1:11111:. and iiii~rat I’.tt i.~ .11k1 Ii’ ‘iii

12 PSNH’s ES as well as the risk associated with outages at PSNIfs generating stations. In

13 addition, suppliers include a profit mqrgin in the pricing that they submit in response to an RFP

14 whereas PSNH does not include any profit in its purchased power costs.

15 Q. Does PSNB believe a full requirements power supply for PSNH complies with the law and

16 would produce lower costs?

17 A. No. Current New Hampshire law requires PSNH resources to be used to serve ES, so the

18 proposal is not legally permissible. RSA 369:B IV(b)( 1 )(A) provides, in part, as follows:

19 “From competition day until the completion of the sale ofPSNH’s ownership interests in

20 fossil and hydro generation assets located in New Hampshire, PSNH shall supply all,

21 except as modified pursuant to RSA 374-F:3, V(f), transition service and default service
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offered in its retail electric service tel ritory from its generat ion assets and, if necessary,

through supplemental power purchases in a maniier appi oved by the commission.’

3 Therefore, PSNH cannot sell the output of its generation into the market and then purchase its full

requirements for RS from the market since PSNI I is required to use the output of its generation to

5 serve its eneru\ service load 1w en if such a scheme were lecal lv permissible. it is i nconceivahlg

that it \vtiuld alwii\s ‘tvluce lco~ or ctwts th~iii PSNl I ~ current pjioacli. I haL~ hec~iu~e of the

risk Premium and prolit margin that supphmems must taetor into their premmie. lit tact. Prior to 2009,

PSNIIs IS mates were usually lower than othiem utilities’ eqitivitlont tlet~itmlt sen ice prices.

ylr~os er. Ihete rift mu oust etiietemieje~ emeated be such ii scheme hit r~tihd tuimwlate into lower

I I Regarclless of historical feets. auodiei variable is tuning, lull requirement RFPs lock in a price

1 2 based on forward prices on the day time RPP concludes. Since the markets move daily and

13 sometimes significantly over just a few days. there is no assurance that full requirement RFPs will

14 produce uniformly attractive prices. This latter issue also applies to a partial supply RFP.

15 Lacldered power supply RFPs result in stable p1-ices, but those prices are higher than market prices

1 6 in declining markets and lower than market prices in rising markets.

1 7 TCPM is essentially asking the Commission to ignore the many years of benefIts that customers

18 enjoyed under the current framework and discard the existing process as a result of a very short

1 9 reversal of an established trend.~

20 Consumer Advocate noted. crOur ccrhyhrick itmctdel, with PSNII owning generation to meet about

21 ~ltts~n~ed%, is ‘keeping rates thr their customers slightly lower than market.”
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I Q. Please comment on TCPM’s assertions that PSNH’s energy purchases for 2010 are patently

2 expensive?

3 A. TCPM s remarks with respect to PSNWs energy purchases reflect perfect hindsight. At the time

4 the purchases were made they were at market prices in effect at that time. PSNH was aware of

5 the trend of forward prices and the amount of purchases were in line with what was then

6 forecasted to be needed in 2010. To say that it was “common sense’ that demand would drop and

7 there was no reason to purchase power at thai time. or thai gais would retrench as much as it has is

8 nonsensical. No one knew what would happen to prices and for Mr. Hachey to suggest that he

9 knew at that time what prices would be a year or more in advance is extremely disingenuous.

10 Q. l’leasc coniinent on TCI’M s suggestion to limit l’SN II cost reci,s en “~ inircliases made to

I I malicE 21110 energy requirenicials.

12 A. TCPM is apparently confused about the purpose of this docket. Cost recovery limitations, which

13 are essentially a disallowance, would have to be determined in a prudence review, not in a docket

14 to detennine the ES rate for a prospective period. Such reviews occur annually, with PSNH’s

15 initial filing generally made in May ofeach year.

16 Q. But doesn’t the law require that the price of default service be set at PSNH’s actual,

17 prudent and reasonable cost of providing power?

18 A. Yes, it does. However, it is clearly impossible to determine “actual” and “prudent” costs in

19 advance of the time the cost is incuued. Actual costs and prudence is determined after-the-fict

20 and any adjustments as a result ofany Commission findings are included in the reconciliation of

21 actual and estimated costs.
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I Q. Then what is the purpose of this proceeding?

2 A. The purpose of this proceeding is to determine a reasonable Energy Service rate to be billed to

3 customers during 2010. ii is nut. as suggested by TCPM to determine actual anti prudent costs

4 incurred in 2010, nor is it to determine an alternative supply option that would benefit third party

5 suppliers such as TCPM. Therefore, TCPM’s recommendation to disallow costs is premature and

6 is being made in the wrong docket.

7 Q. Please summarize your reconmiendations.

8 A. The Commission should reieet TC’PM’s recommendations to limit PSNWs cost recoven: since

9 that recommendation is without merit and is being made in the wrong docket. The ( ‘oniniission

It) .h~ ‘tiM alsi’ i cjcc; I’. ~ Ii’ itvi ‘I~ It; require i’SNI I in use au RI I’ pri’ces~. I.’! pr~ I%~j~flfl~

Ii Ih1’~%ti 11.1 ii.. ..iuIlIlkuliciit.il tii’ .~ .cr~ Itt ieqLiiueuuieiib. Sutlu .u Ih11’tt:.~ .‘uhi c’’..’ ~ uu’u~’uuuvu

12 money due to the necessary risk premium and profit margin that would be included in the price.

13 Finally, the Commission should accept PSNH’s proposed Method 2 to recover certain costs

14 through other rate components. PSNH notes that the Commission Staffbelieves that such a

15 proposal has merit, and that TCPM does not object to such a proposal.

16 Q. Does this complete your testimony?

17 A. Yesitdoes.


