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1 I NDE X
2 W TNESS PANEL: ELI ZABETH D. ARANGI (0] ! PROCEEDINGS
3 ' THEGDg?E P@S » 2 CHAIRMAN GETZ: oOkay. Good morning,
A A LEO SILVESTR 3 everyone. We'll open the Docket in DG-041.
DI RECT EXAM NATI O PACE | 4 On March 1, 2010, National Grid filed
S5 By M. Camerino ! 5 an Integrated Resource Plan for Commission review.
6 CROSS- EXAM NATI ON 6  Anorder of notice was issued on April 21, anong
; B N Tainberg 12 7 other things, setting a prehearing conference that
By M. MO uskey 49 8 was held on May 20. Subsequently, a secretarial
° QUESTI ONS BY: 9 |letter was issued approving a procedural schedule,
1(1) Srer Penat us $ 10 which has been revised from time to time, resulting
REDI RECT EXAM NATI ON: 11 in the hearing this morning.
12 By M. Camerino 114 112 So, can we take appearances, please.
13 W TNESS: GEORGE McCLUSKEY 13 MR. CAMERINO: Good morning,
14 DIRECT EXAM NATI ON 14 Commissioners. Steve Camerino, from McLane, Graf,
15 By Ms. Thunberg 124 115 Raulerson & Middleton. And with meis Carol
16 CROSS- EXAM NATI ON: 16 Hollahan, and we're appearing on behalf of National
17 gyt oL 17 GiidNH
18 QUESTI ONS BY: 18 CHAIRMAN GETZ: Good morning.
19 Om | gnat i us os |19 MS. HATFIELD: Good morning,
20 RED! RECT EXAM NA'TI - 20 Commissioners. Meredith Hatfield, for the Office of
21 By Ms. Thunberg ' 204 |21 Consumer Advocate, on behalf of residential
22 CLOSI NG STATEMENTS 22 ratepayers. And with me for the Officeis Steve
23 Ey %. ?ﬁ”'b eld %% 23 Eckberg and Donna McFarland.
24 By M. Canering 217 |24 CHAIRMAN GETZ: Good morning.
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1 MS. THUNBERG: Good morning. I'm | 1 ELIZABETH D. ARANGIO, SWORN

2 Marcia Thunberg, on behalf of Staff. Andwithme | 2 THEODORE POE, JR., SWORN

3 today is George McCluskey and Bob Wyatt. Thank you. | 3 A.LEO SILVESTRINI, SWORN

4 CHAIRMAN GETZ: Good morning. 4 DIRECT EXAMINATION

5 Are you ready to proceed, Mr. 5 BY MR. CAMERINO:

6 Camerino? 6 Q. If wecould just go oneby one, starting with Ms,

7 MR. CAMERINO: Yes, we are. The 7 Arangio. Would you state your name and business

8 Company calls Elizabeth Arangio, Leo Silvestrini and | 8 address for the record, please.

9 Theodore Poe, Jr. They're going to be testifyingas | 9 A. (By Ms. Arangio) Yes. My nameis Elizabeth Arangio,
10 apandl. 10 and my business address is 40 Sylvan Road in Waltham,
11 And maybe | could just attend to a 11 Massachusetts.

12 couple preliminary housekeeping details asthey're |12 Q. And Ms. Arangio, would you just give your title and
13 taking the stand. 13 responsibilities with the Company and your role with
14 First of all, it's my understanding 14 regard to the IRP that's being considered in this
15 they'll be testifying to support both the initial IRP |15 proceeding.
16 filing, aswell astheir rebuttal testimony. And |16 A. (By Ms. Arangio) Yes. | am the Director of Gas
17 there actually was no formal testimony filed at the |17 Supply Planning for National Grid. And what those
18 initial part of the proceeding. It'sjusttheplan |18 responsibilities include is planning the resource
19 document itself. And unless the Commission would |19 portfolio for making sure that we meet customer
20 want otherwise, | would simply, after they're sworn, |20 requirements in EnergyNorth. And my rolein the IRP
21 have them identify the testimony, swear to itstruth, |21 was to prepare several sections within the IRP,
22 et cetera, and not have them provide asummary. So |22 specifically the design of the resource portfolio.
23 my understanding is they would be open for 23 Q. Mr. Poe, let me ask you the same questions. What's
24 Cross-examination. 24 your name and business address?

Page 6 Page 8

1 | would like to reserve the right, 1 A. (By Mr. Pog) Certainly. My name is Theodore Poe, Jr.

2 given that they are filing rebuttal in thiscase, and | 2 My addressis National Grid, 40 Sylvan Road, Waltham

3 we have not heard from Mr. McCluskey inresponseto | 3 Massachusetts, 02451. And | am alead analyst with

4 that, to have them take the stand again in true 4 the Company.

5 rebuttal if there are new things said; although, for | 5 Q. And what's your role with regard to the IRP that's

6 obvious reasons, | would hope to avoid that. 6 the subject of this proceeding?

7 And then the other procedural itemis 7 A. (By Mr. Poe) With regard to the IRP, | was

8 | was going to mark asthe first exhibit the IRP 8 responsible for generating the customer requirements

9 document itself. But I've giventheclerk acopy of | 9 forecast, the design planning standards for the
10 the filing with the revised pages actually included |10 Company, and also modeling the Company's resource
11 and was not going to mark the original filing and |11 portfalio.

12 then revised pages, but rather have one document all |12 Q. Thank you.

13 in one place, if that's okay with the Commission. |13 And Mr. Silvestrini, your name and business
14 CHAIRMAN GETZ: Any objection to that | 14 address, please?

15 proposal ? 15 A. (By Mr. Silvestrini) I'm Leo Silvestrini. I'mthe
16 MS. THUNBERG: None from Staff. 16 Manager of Gas Load Forecasting for National Grid.
17 CHAIRMAN GETZ: Okay. Soundsgood. |17 My business address is 40 Sylvan Road, Waltham,
18 MR. CAMERINO: So | think we're ready |18 M assachusetts.

19 to have the witnesses sworn. 19 Q. Andwhat's your role with regard to the IRP that's
20 Whereupon the following Witnesses were |20 the subject of this proceeding?

21 duly sworn and cautioned by the Court 21 A. (By Mr. Silvestrini) Yeah. | prepared the demand
22 Reporter: 22 forecast and oversaw the development of the demand
23 23 forecasting models, and also collaborated with
24 24 Mr. Poe to design the demand-side management
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1 component of the supply-side portfalio. 1 models that we used to generate the forecast. So at
2 Q. Thank you. I'mgoing to show all of you adocument | 2 aminimum, we would need to update historical data
3 that is entitled "National Grid NH Integrated 3 and then the forecast of the driversto create the
4 Resource Plan," and has a date of February 26, 2010. | 4 models.
5 It indicates on the cover sheet that it includes 5 Q. Andyou mentioned data that was updated as of
6 revised pages that were filed with the Commissionon | 6 June 2010. That was -- if | understand what you're
7 August 18th, 2010. And was what prepared by the | 7 referring to correctly, that's information that was
8 three of you or under your direction? 8 provided to the Staff during discovery. But the plan
9 A. (By Mr. Poe) Yes, it was. 9 itself was not updated in any way to reflect that?
10 A. (By Ms. Arangio) Yes, it was. 10 A. (By Mr. Silvestrini) That's correct. It wasjust to
11 A. (By Mr. Silvestrini) Yes, it was. 11 the extent of the demand forecast with that update.
12 Q. Andisit -- subject to any inaccuracies, let'ssay, |12 Q. Let me show you now adocument entitled “Prefiled
13 that are the result of a passage of time, isit true |13 Rebuttal Testimony of Elizabeth D. Arangio, A. Leo
14 and accurate to the best of your knowledgeand |14 Silvestrini and Theodore Poe, Jr., dated June 29,
15 belief? 15 2011, and ask you if that's your prefiled rebuttal
16 A. (By Ms. Arangio) Yes, itis. 16 testimony in this docket.
17 A. (By Mr. Poe) Yes, itis. 17 A. (By Ms. Arangio) Yes, itis.
18 A. (By Mr. Silvestrini) Yes, itis. 18 A. (By Mr. Poe) Yes, itis.
19 MR. CAMERINO: First of al, if | 19 A. (By Mr. Silvestrini) Yes.
20 could have the plan with the revised pages that were |20 Q. And was that prepared by the three of you or under
21 filed with Commission on August 18, 2010 be marked as |21 your direction?
22 Exhibit 1 for identification. 22 A. (By Ms. Arangio) Yes, it was.
23 CHAIRMAN GETZ: So marked. 23 A. (By Mr. Poe) Yes.
24 (The document, as described, was 24 A. (By Mr. Silvestrini) Yes.
Page 10 Page 12
1 herewith marked as Exhibit 1 for 1 Q. Andisittrue and accurate to the best of your
2 identification.) 2 knowledge and belief?
3 MR. CAMERINO: Thank you. 3 A. (By Ms. Arangio) Yes.
4 BY MR. CAMERINO: 4 A. (By Mr. Poe) Yes.
5 Q. I'll ask thisto Mr. Silvestrini, but if the others 5 A. (By Mr. Silvestrini) Itis.
6 have something further to add, pleasefeel freetodo | 6 Q. Do you have any correctionsto maketo it?
7 s0. 7 A. (By Ms. Arangio) No.
8 Can you explain very briefly to the Commission | 8 A. (By Mr. Poe) No.
9 in what ways this plan would be no longer accurateor | 9 A. (By Mr. Silvestrini) No.
10 out of date because of the passage of time. 10 MR. CAMERINO: Could we have the
11 A. (By Mr. Silvestrini) Yes. The origina planwas |11 rebuttal testimony marked as Exhibit No. 2, please.
12 filed, | believe it was March 1st, 2010. Andthe |12 CHAIRMAN GETZ: So marked.
13 analytical work began in the late summer/early fall |13 (The document, as described, was
14 of 2009. So, first of al, the demand modelsand |14 herewith marked as Exhibit 2 for
15 forecasts that I'm responsible for would have been |15 identification.)
16 prepared at that time. | believethe actual data |16 MR. CAMERINO: That concludes my
17 that we did our analysis on at that time ran through |17 direct examination.
18 March of 2009. And during the course of the 18 CHAIRMAN GETZ: Ms. Hatfield.
19 proceeding, we updated that through June of 2010. |19 MS. HATFIELD: Thank you, Mr.
20 o, the first thing we would need to updateis |20 Chairman.
21 the actual experience that the Company had interms |21 CROSS-EXAMINATION
22 of the demand on its system since that time, aswell |22 BY MS. HATFIELD:
23 as the economic and demographic and pricing variables |23 Q. Good morning, Witnesses.
24 that were used to devel op the models, the econometric |24 A. (Witnesses) Good morning.
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1 Q. I'dliketo begin by asking you about adatethat is | 1 we -- as we explained further in our testimony, we

2 in your rebuttal, and it appears on Page 6 at 2 can't assign a specific cost to the actual assets

3 Line 19. You referred to a period from November 2009 | 3 that would be determined, as we portrayed here, as

4 through October 2011. And | wondered if the2011 | 4 excess.

5 should be 2010. 5 Q. Butthereisacost to customers of having excess

6 CHAIRMAN GETZ: someoneneedstosay | 6 supply.

7 something. 7 A. (By Ms. Arangio) Yes. Well, in the portfolio, aswe

8 MR. CAMERINO: That information 8 refer to it aswell in our testimony, the "lumpy

9 actually came from Ms. Culliford. She'snot sworn | 9 investment cycle" is such that when the Company
10 in, but we can swear her in and have her givethe |10 identifies a need going out in the future, we need to
11 answer to that, if that would be helpful. 11 contract for incremental capacity to meet customer
12 CHAIRMAN GETZ: Why don't you just |12 requirements. So that at any given time there always
13 make the representation. 13 isasdlight bit of excess within the portfolio, and
14 MR. CAMERINO: Okay. Apparently, 2011 |14 we grow into that excess. So, like |l said, at any
15 iscorrect. It includes transactions that were made |15 given time, we would never have a decrement. So the
16 this summer that cover that period right up through |16 "lumpy investment” is the nature of such that you
17 October of 2011. 17 grow into that investment, and then when you maximize
18 CHAIRMAN GETZ: Thank you. 18 that investment, then you need to make another
19 BY MS.HATFIELD: 19 investment in additional resources to meet customer
20 Q. If you would please turn to Page 9 of the rebuttal. |20 requirements.
21 At the bottom of the page, beginning on Line 18, you 21 Q. Turning to Page 13 of your rebuttal, starting at
22 discuss the current supply/demand balance. Doyou |22 Line 8, you refer to the Commission's order in your
23 see that? 23 last IRP proceeding. Do you see that?
24 A. (Withesses) Yes. 24 A. (BY Ms. Arangio) Yes.

Page 14 Page 16

1 Q. AndonLine 21, you havethefigure of 180,233 MMBtu | 1 A. (By Mr. Poe) Y es, maam.

2 per day. Do you seethat? 2 A. (By Mr. Silvestrini) Yes.

3 A. (By Mr. Poe) Y es, maam. 3 Q. And there you quote the Commission's order which

4 Q. Andthenon Line 23 you state that the forecasted | 4 stated that the Company should describe its process

5 peak day for the 2010 winter was 140,043 MMBtu. Do | 5 for integrating demand-side and supply-side resources

6 you see that? 6 so that customer needs will be met at the lowest

7 A. (By Mr. Poe) Y es, maam. 7 reasonabl e cost while maintaining reliability and

8 Q. Do you know what the actual was for the 2011 winter? | 8 taking into account the other non-cost planning

9 A. (By Mr. Poe) Well, in the winter of 2010-2011, wedid | 9 criteria. Do you see that?
10 not have an actual peak day. Itdid not get cold |10 A. (By Mr. Poe) Yes.
11 enough. No, | do not know the back-casted number, |11 A. (By Mr. Silvestrini) Yes.
12 off the top of my head. 12 Q. And then on thefollowing page, starting at Line 4,
13 Q. Soisitfair to say that there are approximately |13 you state that Mr. McCluskey's testimony blurs the
14 40,000 MM Btu that would be considered excess, based |14 distinction between the role of a supply plan and an
15 on those two numbers? 15 economic potential study. And I'm wondering if you
16 A. (By Mr. Poe) Yes, the difference between the 16 can just speak alittle bit more to that statement.
17 deliverability that the Company has and that 17 A. (By Mr. Silvestrini) Yes. Aswe looked at putting
18 forecasted peak day for that winter is approximately |18 together this filing and incorporating demand-side
19 40,000. 19 management, we were focused on our responsibilities
20 Q. Do you know what the cost to customersiswith the |20 in preparing a supply plan that will meet customer
21 Company having that excess capacity? 21 needs under, you know, the required design criteria,
22 A. (By Ms. Arangio) No. At thispointintime, that'sa |22 design date, design year normally in your criteria.
23 representation of the comparison of the total 23 It was only through subsequent discussions with Staff
24 resources available versus the peak day. But when |24 that we discovered that there was probably a
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1 difference in interpretation of the Department's 1 A. (By Mr. Silvestrini) That's correct.
2 order and how to treat the DSM. Andwefoundout | 2 Q. What year do you think it would be reasonable for the
3 that the Staff's interpretation was that they wanted | 3 Company to move to that increase?
4 us to do an economic potential study that would | 4 A. (By Mr. Silvestrini) When we put together the
5 identify the full range of energy efficiency that 5 demand-side components for our supply plan, we were
6 would be available to the Company. Our role, though, | 6 trying to identify which measures we could put in
7 was to put together a supply plan. And our 7 place to realize the kinds of savings that would be
8 interpretation was to look at energy efficiency asa | 8 needed that we could rely on for a supply plan. And
9 supply plan. So, in our minds, an economic potential | 9 when we did that, we looked at the GDS study as a
10 study is a valuable but somewhat academic exercise |10 starting point. And we were hoping to be able to use
11 that identifies what those full range of efficiency |11 that as kind of an outer bound to put some
12 programs or measures might be. But it may not be |12 constraints. If you think about -- and Mr. Poe can
13 practical to incorporate many of them in asupply |13 direct his commentsto this better than 1. But when
14 plan, where we need to make sure that the supplies |14 we do the supply plan, we put the gas demandsin the
15 arereliable and delivered at the time and under the |15 linear programming optimization mode!, along with the
16 weather conditions that we need them. 16 various supplies that arein our portfolio. Andwe
17 Q. On Page 14, down on Line 17, you state that the |17 were looking to put demand-side management options in
18 Company evaluated the results of thetechnical |18 that portfolio aswell.
19 potential study that was conducted by GDS. Doyou |19 So, as you optimize that, you need to look at
20 see that? 20 what energy-efficiency, demand-side management
21 A. (By Mr. Silvestrini) Yes, | do. 21 measures would deliver the kinds of volumes that we
22 Q. Soyouwere obviously awvare that New Hampshire had |22 need to rely on as we put the plan together.
23 aready performed a potentia study for efficiency. |23 As| evaluated the GDS study, | looked at that.
24 A. (By Mr. Silvestrini) Yes, | did. And | reviewed that |24 And | compared it to the programsthat are in place
Page 18 Page 20
1 study in detail aswe prepared thisfiling. 1 with the budgets and the measures and the levels of
2 Q. Andtheninyour rebuttal testimony yougoonto | 2 participants that have been approved by the
3 state that you looked at the potentially available | 3 Commission in the past and modified over time. And
4 scenario in the GDS study; is that right? 4 when | did the comparison of the two, it looked to me
5 A. (By Mr. Silvestrini) | actually looked at al of 5 like even the most conservative, or the lowest
6 them, but that was the one that looked likethemost | 6 scenario in the GDS study was somewhat practical or
7 reasonable of the study scenario. 7 beyond the reach, given the experience that we had in
8 Q. Now, you previously, and also in your rebuttal, you | 8 the programs over the last, I'm going to say 10 or 11
9 used the word "academic" and then you used theword | 9 years.
10 "practical,” and then in your rebuttal, on Line 19, |10 With that in mind, we went to the
11 you use theword "realistic." And you stateon |11 energy-efficiency folks within the Company and said,
12 Line 20 that the potentially available scenariowould |12 how can we modify our existing programs to generate
13 result in 8.7 times the 2010 efficiency goal for the |13 more energy efficiency, and how do we cost that out.
14 Company; isthat right? 14 And they identified which measures they thought could
15 A. (By Mr. Silvestrini) Yes, itis. 15 be expanded and at what cost they could be expanded
16 Q. And then onthe next page, on Page 15, at Line17 -- |16 so that we could model them and put that in a supply
17 starting on Line 15 -- excuse me -- you state the |17 plan. And that's what we did.
18 Company determined that a practical limit onthe |18 Q. Isit acorrect reading of your analysis of the GDS
19 increase in efficiency that was scaleable wastwo |19 study to say that you could increase efficiency goals
20 timesthe goal; isthat right? 20 by 8.7 times and that the cost of efficiency would
21 A. (By Mr. Silvestrini) Yes. 21 still be lower than the cost of gas?
22 Q. Soyour testimony isthat you reviewed the GDS study, |22 A. (By Mr. Silvestrini) Could you repeat that? |I'm not
23 and it isyour belief that the Company can only |23 sure | understood the question.
24 double its efficiency goals over 20107 24 Q. If the Company -- just say, for argument's sake, the
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1 Commission saysto the Company, Wewantyouto | 1 Q. And thereit sounds like you're making reference to
2 increase efficiency 8.7 times. We want you to 2 the increased cost of efficiency that would be
3 achieve the potentially available scenariointhe GDS | 3 necessary to achieve higher godls; is that right?
4 study -- which | think you said would takealot of | 4 A. (By Mr. Silvestrini) Yes, itis. And I'maso
5 work; isthat right? 5 referring to the other proceedings before the
6 A. (By Mr. Silvestrini) That's correct. And | think | 6 Commission that determine what the appropriate level
7 even GDS saysit would take aggressive marketingand | 7 of energy-efficiency programs are, balancing the
8 outreach to achieve those kinds of levels, without | 8 interest in encouraging energy efficiency and
9 defining "aggressive." 9 achieving those savings, and understanding the value
10 Q. Butif you did that on a per therm basisfrom the |10 of doing that, but also balancing that against the
11 customer's perspective, would the efficiency beless |11 cost to the remaining customers, what the impact on
12 expensive than a therm of gas? 12 rates are and what bill impacts on customer groups
13 A. (By Mr. Silvestrini) That highlightsone of the |13 are.
14 problems that we had using thisinformation and one |14 Q. Inyour analysis, did you talk to the partiesin the
15 of the problems we had with expanding the programs, |15 efficiency docket about what budget level would be
16 because we know what it costs usto achievethe |16 acceptable to them?
17 certain levelsthat are in our programs, and wehave |17 A. (By Mr. Silvestrini) In preparing thisfiling?
18 some idea of what it would take to expand certain |18 Q. Yes.
19 measures. For example: We looked at measuresinthe |19 A. (By Mr. Silvestrini) No, we did not.
20 program that specifically had rebates asincentives, |20 Q. Areyou familiar with Massachusetts programs that
21 and we said we know we can get more participantsand |21 Grid runsin the efficiency arena?
22 more savings if we offer the rebates and issued more |22 A. (By Mr. Silvestrini) Vaguely.
23 rebates. And that'sadirect cost. 23 Q. Areyou aware that in Massachusetts there's more of a
24 The problem with the GDS study isthat if wego |24 requirement than in New Hampshire that utilities
Page 22 Page 24
1 much beyond the programs that we have now, weknow | 1 capture all cost-effective efficiency?
2 it's going to cost incrementally more money to 2 A. (By Mr. Silvestrini) Just indirectly.
3 achieve more savings. And we'renot surewhatthat | 3 Q. OnPage 17, at Line 4, you start adiscussion where
4 rate of growthisgoingto be. Soif you just assume | 4 you say that there's value in creating a scenario for
5 current costs, they may or may not be cost-effective | 5 efficiency. Andthen on Line 6 you say, "Such an
6 relative to the suppliesin our portfolio. But it 6 exercise is best done apart from a supply plan."
7 was hard to quantify what it would take to achieve | 7 And thinking ahead for the next IRP, can you
8 those kinds of levels. And that's part of what | say | 8 talk about that statement and how it relates to the
9 when we looked at what is practical. And that pretty | 9 goal of having an integrated resource plan?
10 much pushed those results beyond what we deemed |10 A. (By Mr. Silvestrini) Yeah. | think theresavalue
11 practical, because it was difficult to quantify what |11 in doing the economic potential study. Asl say,
12 it would cost to attach those kinds of DSM savings. |12 it's somewhat an academic or analytical exercise.
13 Q. Isit possibleto change or modify the existing 13 But then, when it comes down to the reality of
14 efficiency programs to incorporate different measures |14 putting a supply plan together, you need to make
15 or different types of projects that could help 15 judgments about what's in that economic potential,
16 achieve a higher efficiency goal? 16 where you need to scale back to make sure that the
17 A. (By Mr. Silvestrini) Yeah. Unfortunately, I'mnot |17 savings arereal. Again, as we're putting together a
18 the program expert. Y ou'd have to have somebody with |18 supply plan, we need to make sure that the gas
19 a better knowledge of what it takes to put those |19 supplies are available to meet our customer demands
20 programsin thefield than I. 20 at the time and under the weather conditions that are
21 Q. Near thetop of Page 15, at Line 2, you also make |21 in place. And to the extent that some
22 reference to "a budget level that was acceptableto |22 energy-efficiency measures or parts of the program
23 the parties." Do you see that? 23 don't really deliver those kinds of savings when we
24 A. (By Mr. Silvestrini) Yes, | do. 24 need them the most, or perhaps even where on the
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1 system we need them the most, we can't redly relyon | 1 Q. Sothe Company isplanning to fileits next IRP at
2 those as supply planners. On the other hand, tothe | 2 that time?
3 extent that there is more energy efficiency thatwe | 3 A. (By Mr. Silvestrini) Yeah. | think under the rules
4 could be doing that's cost effective, | think it's 4 we need to file every two years. Thelast one was
5 valuable to identify that. 5 filed in February -- actually, March 1st of 2010.
6 And if you think about a process -- and this 6 And the next one would be due in February 2012.
7 came up during discussions we had with the Staff -- | 7 Q. In order to incorporate changes that might come out
8 if you start with an economic potential study, or | 8 of this docket, is there a particular time when you
9 somewhat of atechnical potentia study, andthen | 9 would need an order in this case in order to do so?

10 scale that back to what's reasonable and practical to |10 A. (By Mr. Silvestrini) We generaly begin work on these

11 put in asupply plan, | think that's a valuable 11 about six months before the due date. So, sometime,

12 exercise. But if the intention was to do an economic |12 whenever that is, September. But if it were shortly

13 potential study and put that in your supply plan, | |13 after that, I'm sure we could make mid-term

14 think as a supply planner | would be -- | don't know. |14 correctionsto it to adjust for those requirements,

15 That would be very poor judgment on my -- onour |15 provided it wasn't too far along in that six-month

16 part. 16 period.

17 Q. And earlier you read with me the language fromthe |17 Q. And you stated previously that you're not an

18 Commission's order that you cite on Page 13 that |18 efficiency-program expert; is that right?

19 states that customer needs will be met at thelowest |19 A. (By Mr. Silvestrini) That's right.

20 reasonable cost while maintaining reliability and |20 Q. Can you talk alittle bit about the interaction

21 taking into account other non-cost planning criteria; |21 between the planning staff at Grid and the efficiency

22 correct? 22 program staff who will need to implement what might

23 A. (By Mr. Silvestrini) That's correct. 23 come out of this process?

24 Q. Sothelowest reasonablecostsalsoneedtobea (24 A. (By Mr. Silvestrini) Yes. Aswe were preparing this

Page 26 Page 28

1 factor in your planning; right? 1 document, we met several times with the program
2 A. (By Mr. Silvestrini) That's correct. 2 people, policy people, the evauation people, to talk
3 Q. OnPagel?, atLinel8, you state, "Theissuesraised | 3 about specifically what modifications we could make
4 by Mr. McCluskey in this regard are refinementsthat | 4 to the existing programs that would give us some
5 can readily be made to the Company's modeling | 5 realistic assumptions on the kinds of DSM savings we
6 effort." Do you see that statement? 6 could incorporate in the supply plan. And they were
7 A. (By Mr. Silvestrini) | do. 7 the ones that told us which programs and which
8 Q. Isthe Company planning to make what it callsthese | 8 measures to modify, how to modify them, and what
9 "refinements” when you file your next IRP? 9 constraints we should put on how much we could expand

10 A. | think well look at the outcome of this proceeding |10 those programs reasonably over the five-year period

11 and find out, you know, what refinements the parties |11 of the forecast.

12 agree to and the Commission agreesto. And, you |12 Q. Areyou familiar with the study that the Commission

13 know, we would make whatever refinements are deemed |13 is conducting with an independent consultant that was

14 appropriate, aswe have inthe past. | mean, every |14 required by legidation last year to look at the

15 time an order comes out, there are a set of 15 status of New Hampshire's efficiency and sustainable

16 conditions that we need to comply with. Andwedo |16 energy programs?

17 that with the understanding that there will probably |17 A. (By Mr. Silvestrini) | know that there's a study

18 be other revisions coming down the road aswe look at |18 going on, but I'm not real familiar with the details

19 ways of improving these supply plans and the analysis |19 or what the objective of the study is.

20 that goes into them, and we make those adjustmentsas |20 Q. Oncethat study isfinal, would that be something

21 we go forward. 21 that the efficiency program staff would usein

22 Q. OnPage18, at Line 23, you refer to a February 2012 |22 developing future programs?

23 IRPfiling. Do you seethat? 23 A. (By Mr. Silvestrini) That | can't answer. | assume

24 A. (By Mr. Silvestrini) | do. 24 so. But again, not being the program expert, | don't
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1 know how they would use it. 1 A. (By Mr. Silvestrini) Yes, itis.
2 MS. HATFIELD: Thank you, Mr. 2 A. (By Mr. Poe) Yes.
3 Chairman. | have nothing further. 3 A. (By Ms. Arangio) Yes.
4 CHAIRMAN GETZ: Thank you. Ms. | 4 Q. And specifically, if I'm mischaracterizing [sic] your
5 Thunberg. 5 Company's position, is the Company would prefer to
6 CROSS-EXAMINATION 6 use the demand forecast and al the other forecasts
7 BY MS. THUNBERG: 7 that are coming out of the 2012 IRP rather than the
8 Q. Good morning. 8 2010 IRP; isthat correct?
9 A. (Witnesses) Good morning. 9 A. (By Mr. Silvestrini) Yes.
10 MS. THUNBERG: We have not yet marked |10 A. (By Ms. Arangio) Yes.
11 for identification Mr. McCluskey'stestimony. Sol'd |11 Q. Andinyour rebuttal testimony, | believe you've
12 liketo do that at -- well, actually, | don't haveit |12 characterized Staff's position as Staff does not wish
13 authenticated, but | do have some questionsoniit. |13 to have -- or if we go forward with this excess
14 Do you have histestimony in front of you? And | |14 proceeding, that it is not willing to allow updates
15 assume the Commissioners have acopy of Mr. |15 to the 2010 IRP? Isthat your understanding of
16 McCluskey's testimony? When | say updated, there |16 Staff's position?
17 were some typographical errorsthat were correctedon |17 A. (By Mr. Silvestrini) Do you have areference to that
18 October 13th. 18 testimony?
19 CHAIRMAN GETZ: well, wecanmark the |19 Q. Yeah, | can. I'mlooking at your rebuttal testimony
20 October 13th version of the testimony for 20 on Page 4, and I'm at Lines 17 through 23. And |
21 identification as Exhibit No. 3. 21 just want to make sure that the Company is
22 (The document, as described, was 22 understanding Staff's position. And Staff's position
23 herewith marked as Exhibit 3 for 23 isthat it would prefer to use in this new proceeding
24 identification.) 24 the 2010 IRP and any updates up until the time of
Page 30 Page 32
1 MS. THUNBERG: Thank you. 1 rebuttal that the Company may have. Isthat the
2 BY MS. THUNBERG: 2 Company's understanding of Staff's position?
3 Q. Andl'djust liketo draw your attention to the 3 A. (By Ms. Arangio) Could you --
4 recommendationsin Mr. McCluskey'stestimony on | 4 A. (By Mr. Silvestrini) Yes, itis.
5 Pages 7 and 8. And I just want to walk throughwhere | 5 A. (By Ms. Arangio) I'd just ask if you could repeat the
6 we have agreement, because in your rebuttal testimony | 6 beginning part of your question.
7 you've made a statement that theresagreementon | 7 Q. Sure, sure. It appears from the rebuttal testimony
8 specific recommendations and then there are 8 that National Grid understands Staff's position that,
9 differences on others. So | want to just honethe | 9 when we go forward with this new docket, we only want
10 Commissionersin on this. 10 you to use the 2010 forecast; we don't want you to
11 With respect to Recommendation No. 2, isit the |11 update them. And I'm representing to you that it is
12 Company's position that there is agreement between |12 inaccurate, that Staff iswilling to allow updates.
13 Staff and the Company on Recommendation No. 2? |13 And so I'm just trying to get the Company's agreement
14 A. (By Ms. Arangio) Yes. 14 on which -- how does it view -- what is Staff's
15 Q. And also with Recommendation No. 3? 15 position?
16 A. (By Ms. Arangio) Yes. 16 MR. CAMERINO: Could | -- | hope this
17 Q. And Recommendation No. 4? 17 isappropriate. Could | just ask that the questions
18 A. (By Ms. Arangio) Yes. 18 be what is the Company's position, and the Staff can
19 A. (By Mr. Poe) Yes. 19 state their position? I'm concerned that we're going
20 Q. And staying on the same page, going back to No. 1, is |20 to get into some kind of confusing feedback if we're
21 it fair to say that the dispute between Staff and the |21 trying to get what the Company's understanding is of
22 Company on the proposed proceeding on excess, the |22 Staff's position. It just sounds like we're doing
23 dispute focuses on which planning period -- which |23 settlement negotiations on the stand. | think the
24 planning date to use? Isthat accurate? 24 witnesses can just say what they are asking the
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1 Commission for. 1 Q. Doesthe Company agree to provide an updated resource

2 CHAIRMAN GETZ: And | think, Ms. | 2 mix analysis?

3 Thunberg, | wasalittlelost in the question about | 3 A. (By Mr. Poe) Yes. Initsrebuttal testimony, the

4 whether Staff was willing to or agreeableto 4 Company stated that it was willing to do the five

5 permitting updated data to be part of some new 5 recommendations, and a resource mix run would be a

6 proceeding. | wasn't sure which way you were posing | 6 part of that. We would have to obviously understand

7 that. So -- 7 all the conditions that come out in performing that,

8 MS. THUNBERG: But | had made a 8 because obviously we've had some misunderstandings in

9 representation that that is Staff's, because we 9 terms of exactly what would be anticipated. But
10 haven't had rebuttal to their rebuttal. And I'mjust |10 given that now we have, for the first time, performed
11 trying to clarify what is the Company'sview of |11 aresource mix run in atruly Integrated Resource
12 Staff's position. 12 Plan in the state of New Hampshire, we now understand
13 BY MS. THUNBERG: 13 how it can be done and we can go on to refineiit.
14 Q. Sol guess, Leo, you seemed clear. Liz, youseemed |14 Q. Inthe recommendation thereisasix-month lead time
15 unclear of what Staff's position is on allowing 15 for satisfying this recommendation. And given that
16 updates. 16 this testimony is amost like nine months old, would
17 A. (By Mr. Silvestrini) | think to get to the point of |17 the Company be amenable to providing this update
18 disagreement, the Company's position is we should |18 within two months of the Commission issuing its
19 wait until the February '12 filing with all the 19 order?

20 necessary updates that would be requiredto dothat |20 A. (By Mr. Silvestrini) As| said earlier, it takes us
21 and that Staff islooking for something other than |21 about six months to prepare afiling. Andit's our
22 that. 22 opinion that we should wait until the February '12
23 Q. Isthereadifficulty in actually -- strike that 23 filing. 1t will take us about six monthsto do that,
24 guestion. 24 which puts the clock back at September, as| said
Page 34 Page 36

1 I'd like to turn to Recommendation No. 5which | 1 earlier. | mean, it's not the case where we've been

2 ison Page 8 of Mr. McCluskey'stestimony. And| | 2 working for four months to prepare this thing and

3 also have open with me is the Page 13 of your 3 we're only two months away from finalizing the

4 rebuttal testimony. From Lines 8 through 20, there's | 4 analysis. We haven't started the analysisyet. And

5 adiscussion about the SENDOUT model being flawed, | 5 as Mr. Poe said, we would need to wait and find out

6 and it will be provided in the 2012 IRP filing? 6 what the conditions are coming out of this proceeding

7 A. (By Mr. Silvestrini) Could you cite the references | 7 before we begin that proceeding -- begin that

8 again, please? 8 analysis.

9 Q. I'mlooking at Recommendation No. 5, whichison | 9 Q. I'mreferring to Page 13 of your rebuttal testimony.
10 Page 8 of George McCluskey'stestimony. And | |10 And Line 15 talks about the inaccuracies because of
11 believe asimilar subject appears on Page 13 of your |11 the flawed model. Isit then the Company's position
12 rebuttal testimony. 12 that it isnot going to file a corrected version of
13 A. (By Mr. Poe) Could you cite thelines on Page 8 of |13 thisanalysis for the 2010 IRP?

14 Mr. McCluskey's testimony? 14 A. (By Mr. Pog) When the Company met with Staff back in
15 Q. Onethrough four. 15 May for its settlement negotiations, we were still at
16 A. (By Mr. Poe) Oh, thank you. Okay. 16 the point of waiting for --

17 Q. Sol'mtryingto discernif there's any agreement or |17 MR. CAMERINO: Can | just -- | think,
18 disagreement with respect to Recommendation No. 5. |18 jointly on behalf of Staff and the Company, | want to
19 Recommendation No. 5 isto provide an updated |19 caution the witness that, to the extent you would be
20 resource mix analysis. And does the Company agreeto |20 describing settlement proposals, that wouldn't be
21 this recommendation? 21 appropriate for this hearing. If you'retrying to
22 (Witnesses reviewing document.) 22 explain problems the Company's encountered, or the
23 A. (By Ms. Arangio) Thetiming of the recommendation or |23 Company's position, that's okay. So just proceed
24 the updated analysis part of it? 24 with caution on this.
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1 A. (By Mr. Poe) Thank you. Anditwill bePart Bthat| | 1 but not for the 2010 IRP?
2 will be addressing. 2 A. (By Mr. Poe) The fundamental issue is we would like
3 We were at that point awaitingacode | 3 to be able to update everything, yes, because it
4 fix for themodel. At that time, it was envisioned | 4 would provide the latest datain terms of any
5 that we could rerun the 2010 datato validatethe | 5 analysis or conclusions that would be drawn.
6 code fix and to make sure that the numbersthat we | 6 Q. Fair enough. Thank you. Thank you.
7 had been anticipating, whichiswhat gaveitaway | 7 I'd like to draw your attention on Page 8 of the
8 that there was an inaccuracy, that the code hasbeen | 8 rebuttal testimony in the section regarding -- or
9 fixed properly. It wasn't until approximately aweek | 9 Lines 17 through 19, and the statement that Mr.
10 ago that the Company received the second of two fixes |10 McCluskey's assertion of excess capacity to take into
11 and is evaluating it presently. So right now weare |11 account -- or taking into account the seven-day
12 at the point where we believe that the model isnow |12 storage requirement, that he does not appear to have
13 fixed and could potentially be used. 13 donethat. | think that'sthe gist of Lines 17
14 Next question. Mr. Poe, I'll pick on you. 14 through 19.
15 When | read on Page 13, and it'stherecap of |15 And I'd like to show you... I'd like to show you
16 the Order No. 24941, that the Company should describe |16 adocument and just have you identify it, Mr. Poe, if
17 aprocess for integrating demand-side and supply-side |17 you could identify the document for the record.
18 resources, so that customer needs will be met at the |18 A. (By Mr. Poe) These appear to be a set of Mr.
19 lowest reasonable cost while maintaining reliability, |19 McCluskey's responses to Company questions Set 1.
20 if we-- if Staff does not have the corrected 20 Dates of responses were December 28th, 2010.
21 analysisintegrating demand side and supply side, how |21 Q. And have you reviewed these responses?
22 can Staff verify that the Company hasindeed met |22 A. (By Mr. Poe) Yes, | have, maam.
23 customer needs at the lowest reasonable cost while |23 MS. THUNBERG: I'd like to mark this
24 maintaining reliability? 24 for identification as the next exhibit.
Page 38 Page 40
1 A. (By Mr. Poe) I'm sorry. Could you repeat that? What | 1 MR. CAMERINO: Have all of Mr.
2 would Staff be lacking? 2 McCluskey's responses been marked or just that one?
3 Q. Sincethe Company isnot going to be providingthe | 3 MS. THUNBERG: | can separate out --
4 corrected resource mix analysis, would you agree that | 4 right now I'm dealing with 1-5.
5 it makesit alittle more difficult for Staff asa 5 MR. CAMERINO: I'd like to have them
6 regulator to verify that the Company has met customer | 6 marked as they're used, only because to me thisis
7 needs at the lowest reasonable cost while maintaining | 7 like another form of written testimony by Mr.
8 reliability? 8 McCluskey. And I'd like to know what is being relied
9 (By Mr. Poe) Well, if it's specifically withregard | 9 on asit's being utilized.
10 to the code error that we discovered, what the 10 MS. THUNBERG: Sure, sure.
11 Company would be doing would be exactly the same |11 Understood. | had some copying issues this morning
12 demonstration that it would be doing for the 2010 |12 with the exhibits. | can disassemble this packet.
13 data, which was actually the response to one of the |13 But it is Staff'sintent to focus this next line of
14 data requests, where we uncovered -- we weretrying |14 questioning on 1-5.
15 to match the cost and benefits of the DSM programs. |15 CHAIRMAN GETZ: wWell, this appears to
16 So we would certainly document any new information |16 be 35 separate questions and data requests and data
17 that we provided with the true cost of the program |17 responses. Are you planning to seek to have them all
18 and show actually how the model ismodeling it andis |18 in or ask questions based on all of them?
19 representing it to make sure that the numbers going |19 MS. THUNBERG: Right now, the
20 in match the numbers coming out. 20 questions arefor 1-5. | unfortunately don't have
21 Q. Okay. Sol just want to summarize. It appearsthat |21 them separated out.
22 if thereis disagreement on Recommendation No. 5 |22 MR. CAMERINQO: If you could just give
23 between the Company and Staff, it is that the 23 me one minute, | think | had -- | was planning to
24 resource mix analysis be provided for the 2012 IRP |24 mark this, anyway. And | believe | have sufficient

SUSAN J. ROBIDAS, LCR NO. 44

(10) Page 37 - Page 40



INTEGRATED RESOURCE PLAN - Hearing - July 14, 2011
DG 10-041 ENERGYNORTH NATURAL GAS, INC., D/B/A NATIONAL GRID NH

Page 41 Page 43

1 copies to provide this one alone. 1 excess of its current peak-day requirements; is that

2 MS. THUNBERG: That solves my problem. | 2 correct?

3 CHAIRMAN GETZ: well, welll mark for | 3 A. (By Ms. Arangio) Yes, that's correct.

4 identification, then, Exhibit No. 4. It'sa 4 Q. And that peak-day requirement, that'sin excess of

5 EnergyNorth datarequest Set 1, Question5to Mr. | 5 the design-day requirements that we're talking about

6 McCluskey. 6 the excess; isthat correct?

7 (The document, as described, was 7 A. (By Ms. Arangio) Right. We use peak day and design

8 herewith marked as Exhibit 4 for 8 days synonymously.

9 identification.) 9 Q. AndMs. Arangio, you talked about the excess was
10 MS. THUNBERG: | apologize 10 attributed to "lumpy investment." Butisit also --
11 Commissioners, for this delay. 11 the excess, isit also attributed to adeclinein the
12 BY MS. THUNBERG: 12 forecasts?

13 Q. I smply, | think, Mr. Poe, wanted to get -- draw |13 A. (By Ms. Arangio) That's correct. Yes.
14 your attention to the statement in the rebuttal 14 Q. And| believe on Page 7 the Company has characterized
15 testimony that it appeared that Mr. McCluskey had not |15 Mr. McCluskey's attributing the excess to two
16 taken into account the seven-day storage requirement. |16 reasons. Thisis-- I'mlooking at Lines 3 through
17 And | am showing you National -- Mr. McCluskey's |17 8. Would the Company agree that these two reasons
18 response to National Grid 1-5, where hetalks about |18 aredriversfor the excess?
19 the seven-day storage requirement. 19 A. (By Ms. Arangio) Yes.
20 And so | wanted to have you clarify, isit still |20 Q. Okay. I'd next like to, Ms. Arangio, show you a
21 the Company's position that he did not take that into |21 document which is OCA 1-1.
22 consideration in his testimony? 22 Actualy, since thisis Mr. Poe's testimony
23 A. (By Mr. Poe) Perhaps | should clarify the statement. |23 attached to 1-1, perhaps I'll bring you into the
24 Q. Okay. 24 question as well.

Page 42 Page 44

1 A. (By Mr. Poe) Yes, in this data response, Mr. 1 MS. THUNBERG: George just asked me

2 McCluskey does reference the Peakshaving Fuel Storage | 2 not to go down thisline of questioning, so I'm going

3 Requirement, DPU 506.03. And this dataresponse | 3 to retract what | just handed out. We're taking back

4 references Pages 13 and 14 of histestimony in which | 4 the question.

5 Mr. McCluskey was trying to address an excessin | 5 CHAIRMAN GETZ: Ms. Thunberg, | think

6 peak-day deliverability by removing from the 6 we need to know, or at least the court reporter needs

7 Company's portfolio both the vaporization equipment | 7 to know what you want on the record and what you

8 at certain supplemental facilities, aswell asthe 8 don't. I think some of these conversations she's

9 storage equipment. And in doing that, thereare | 9 having atough time following.

10 implications, not currently, but when the Company |10 MS. THUNBERG: My apologies. Staff is
11 sees future growth, where those storage facilities |11 going to go down aline of questioning putting --
12 could be very valuable to the Company. 12 identifying in the record the -- quantifying the
13 Q. Okay. 13 exactness of the excess. But we are going to just
14 A. (By Mr. Poe) So, yes, he does reference it, but there |14 leave it that there is an excess and not wade through
15 are implications that weren't discussed here fully. |15 where in the -- put into the record the exact

16 Q. Soyouwould agree that he did take seven-day storage |16 quantification of it. My apologies.

17 requirements into account in his some of hisanalysis |17 My next line of questioning concerns the

18 that was represented in his testimony? 18 rebuttal testimony at Page 7. And this goesto the
19 A. (By Mr. Poe) In some way. 19 issue concerning Recommendation No. 1 and which data
20 Q. Okay. Thank you. 20 to use.

21 | have a question pertaining to your rebuttal |21 BY MS. THUNBERG:

22 testimony. | just want to beclear. OnPage5, |22 Q. I'dliketo draw your attention to Line 23 of that
23 Lines 21 through 22, it is the Company's position |23 testimony. It says, "Rather than either the forecast
24 that it does maintain some excess -- some assetsin |24 on which the Concord" -- and I'm continuing to the
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1 next page -- "Lateral commitment was based..." Do | 1 MS. THUNBERG: Staleness, yeah.
2 you see that part of your testimony? 2 CHAIRMAN GETZ: oh, okay. Thank you.
3 A. (By Ms. Arangio) Yes. 3 BY MS. THUNBERG:
4 Q. What time period was the Concord Lateral forecasts | 4 Q. | just want to clarify. On Page 8, thereisan
5 covering? 5 argument -- or a statement on Line 9 of Page 8 of the
6 A. (By Ms. Arangio) | believe it would have beenthe | 6 rebuttal testimony. And let mejust cite: "If
7 '07-'08 period and the five-year period beginning | 7 pipeline capacity is turned back..." does the Company
8 with '07-'08. 8 believe that Staff is requesting the Company to turn
9 Q. And did that forecast predate the forecaststhat are | 9 back pipeline capacity?
10 included in the 2010 IRP? 10 A. (By Ms. Arangio) Well, what that comment meansis
11 A. (By Ms. Arangio) Yes. 11 that when the Company would look at determining the
12 Q. My last question on thisis, why does the Company |12 right size of its portfolio, it would have to take
13 recommend using the Concord Lateral forecastsif they |13 into account all assetsin its portfolio, and one of
14 are older than the forecaststhat areinthe 2010 |14 them being pipeline assets.
15 IRP? 15 Q. I'd aliketo draw your attention to rebuttal
16 MR. CAMERINO: That'sactualy alegal |16 testimony Page 7. And Lines 17 through 19, theresa
17 guestion which | can answer or can addressin 17 statement that the docket will largely require the
18 closing, however would be best. 18 Commission to revisit the decisions that were made in
19 CHAIRMAN GETZ: Well, if the witness |19 the Concord Lateral proceeding.
20 knows the answer, if shethinksit drawsalegal |20 Is the Company implying that the issue of
21 conclusion that's beyond, then she can say so. But |21 prudence will need to be reviewed, the issue of
22 it'snot clear to me why it'salegal question at 22 prudence of the Concord Lateral will need to be
23 thispoint. Let's get that on the record. 23 revisited?
24 Is that something you can answer? 24 (Witness reviews document.)
Page 46 Page 48
1 A. (By Ms. Arangio) | can, not from alegal perspective. | 1 A. (By Ms. Arangio) We would just -- what those
2 BY MS. THUNBERG: 2 comments -- what that referenceis, is that the
3 Q. Fine. 3 Concord Lateral had a number of scenarios and
4 A. (By Ms. Arangio) Well, werelooking at -- | think we | 4 alternatives as requirements or as capacity that we
5 need to go back to the beginning of Page 7 of our | 5 could add to the portfolio. And it was determined
6 rebuttal testimony, beginning on Line 3, in that Mr. | 6 that the Concord Lateral project, for 30,000 a day,
7 McCluskey states that the capacity that hecalls | 7 it was prudent to enter into that contract, given all
8 "excess' resulted from the addition of the Concord | 8 of the circumstances and everything filed in that
9 Lateral capacity. So, in making the decisiontosign | 9 case.
10 up for that capacity, the Company filed, in 10 Q. Soyou're not suggesting that prudence would be
11 DG 07-101, to get approval to make such acommitment, |11 reopened if we had a future proceeding on excess.
12 and that commitment was made based on those forecasts |12 A. (By Ms. Arangio) No, | don't believe so.
13 in that filing. 13 Q. Okay. Thank you for bearing with me with my
14 Q. Okay. That explainsit. Soit soundslikeusing |14 not-so-smooth presentation of questions to you.
15 older forecastsis not -- the staleness argument that |15 MS. THUNBERG: Staff has no further
16 the Company israising for wanting to use the 2012 |16 questions.
17 IRP forecast rather than the 2010 forecastisnot an |17 CHAIRMAN GETZ: We're going to take a
18 issue as to why you want to use the Concord Lateral |18 brief recess, hopefully no more than 10 minutes.
19 forecasts then. 19 (Whereupon arecess was taken at 10:20
20 A. (By Ms. Arangio) Yes. That's correct. 20 am. and the hearing resumed at 10:43 am.)
21 CHAIRMAN GETZ: You said thewhat |21 CHAIRMAN GETZ: Okay. Were back on
22 argument? | didn't catch the word. 22 therecord. And Ms. Thunberg, did you have
23 CMSR. IGNATIUS: Staleness. 23 something?
24 CHAIRMAN GETZ: Oh, staleness. 24 MS. THUNBERG: Mr. Chairman, Staff
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1 overlooked that we had a couple more questionstoask | 1 A. (By Mr. Silvestrini) No, it's not.
2 on direct, and we're asking your allowance of that. | 2 Q. Could you explain where I've got it wrong then?
3 We've checked with the other parties, and they're | 3 A. (By Mr. Silvestrini) Yeah. Welooked at using the
4 okay with that. 4 technical potentia study as defining kind of the
5 CHAIRMAN GETZ: Youmay proceedina | 5 outer limits or the upper bounds of what the
6 minute or two. 6 potential energy efficiency could be. And even the
7 (Cmsr. Below leaves proceedings briefly.) 7 most conservative case, as we state here, was 8.7
8 (Pausein proceedings) 8 times what our current programs are. And it was our
9 (Cmsr. Below returns to proceedings.) 9 judgment that to go from our current programs to
10 CHAIRMAN GETZ: Ms. Thunberg. 10 something that's 8.7 times that was too extreme of a
11 MS. THUNBERG: I'velost an exhibit. |11 limit, and we needed to redefine the limit.
12 (Pause in proceedings) 12 Q. Butisn'tthat what | just said, that if the Company
13 MR. CAMERINO: Thank you. 13 had used the results from the obtainable -- the
14 BY MS. THUNBERG: 14 potentially obtainable scenario of the GDS study, it
15 Q. Wejust have afew more questions that Mr. McCluskey |15 would have meant that it would have had to increase
16 isgoing to ask you. And thisis pertaining to 16 itstarget by 8.7 times?
17 demand-side resource assessment. 17 A. (By Mr. Silvestrini) | guess I'm confused by what you
18 CROSS-EXAMINATION 18 mean by "target." Isthat an upper limit?
19 BY MR. MCCLUSKEY: 19 Q. Wédll, I'm not saying it's the upper limit. I'm
20 Q. Thank you. If you could turn to Page 14 of your |20 simply paraphrasing what you have in this testimony,
21 rebuttal testimony. The subject matter isgoingto |21 that if your planning for future programs had been
22 be the paragraph beginning on Line 11 through |22 based on the results of this study, the target would
23 essentially the end of the page. In that paragraph, |23 be 8.7 times the goal in the 2010 efficiency
24 you state that -- effectively, you state that if the |24 programs.
Page 50 Page 52
1 Company had used the potentially obtainable scenario | 1 A. (By Mr. Silvestrini) Okay. | don't mean to get
2 in the GDS study as the basis of its 2 bogged down in semantics. But we didn't have a
3 energy-efficiency planning, it would have resulted in | 3 target, per se. What we were trying to do was
4 annual savingstarget equal to 8.7 timesthe savings | 4 eva uate how much demand-side management we could put
5 goal in the approved 2010 energy-efficiency programs. | 5 in our supply plan that's cost-effective. But to do
6 Isthat afair summary of what you're sayinginthat | 6 that, you have to put some constraints. Andin all
7 paragraph? 7 of the contracts and all of the suppliesthat arein
8 MR. CAMERINO: | just want to object | 8 our portfolio, when you do an optimization you have
9 to the question, because the wording is critical, and | 9 certain constraints, whether they're cost constraints
10 he's recharacterizing what's on the page here. I'm |10 or annual quantity or daily quantity constraints,
11 just concerned about that the wordsin the question |11 that's how you model it. So when we model energy
12 are not what's on the page here. 12 efficiency, we need to put not just a cost of those
13 A. (By Mr. Silvestrini) Would you repeat the question, |13 measures and the cost associated with the savings,
14 please? 14 but we needed to put constraints in there and say,
15 BY MR. McCLUSKEY: 15 well, what's the maximum we could take of these. And
16 Q. Sure. I'm paraphrasing the paragraph that | referred |16 in terms of -- what we were hoping to do wasto use
17 to. And | believe the Company's stating that, had it |17 the GDS study to define what those constraints were.
18 used the potentially obtainable scenario in the GDS |18 When we looked at it, the magnitude was so much
19 study as the basis of its energy-efficiency planning, |19 different than what our current programs were, that
20 that would have resulted in an annual savingstarget |20 was not arealistic constraint.
21 equal to 8.7 timesthe savings goal inthe approved |21 Q. Soyou're saying the... let's talk about where the
22 2010 energy-efficiency programs. And my question is, |22 8.7 came from.
23 isthat afair summary of your testimony on that |23 Could you explain to me how you derived the 8.7
24 page? 24 figure?
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1 A. (By Mr. Silvestrini) Yes. If you refer to the 1 Q. Andthat figureitself came from the various
2 Company's filing, page Roman Numeral IV-V, at thetop | 2 percentages, class percentages, that were in the GDS
3 of the page, when the Company applied theresultsof | 3 study; correct?
4 the -- 4 A. (By Mr. Silvestrini) That's correct.
5 Q. Couldyou just wait one moment until wefindthe | 5 Q. And those percentages related to the year 2018; is
6 page? 6 that correct?
7 A. (By Mr. Silvestrini) I'm sorry. 7 A. (By Mr. Silvestrini) Yeah, | don't recall exactly
8 Q. Okay. 8 what volumes. It was data that was from the filing,
9 A. (By Mr. Silvestrini) When the Company looked at the | 9 year-end filing.
10 results of the GDS study, it looked at what the |10 Q. Subject to check, would you agree that the GDS study
11 potential savingswas. And the way it was reported |11 said that for EnergyNorth, in 2018, the potential
12 was as a percent of existing demand. So we applied |12 savings under the potentially obtainable scenario is,
13 those percentages to the Company's demand. Andit |13 according to the Company's cal culations,
14 was broken down by residential, commercial and |14 8.5 percent --
15 industrial categories. And we applied those 15 A. (By Mr. Silvestrini) Yes.
16 percentages. We had to combine the commercial and |16 Q. --in 2018?
17 industrial categories because our Company records |17 A. (By Mr. Silvestrini) Yes, I'll take that, subject to
18 don't separate those. So we combined commercial and |18 check.
19 industrial. We applied the percentagesfromthe |19 Q. So no oneis suggesting that the Company move from
20 study to our own data to find out what the potential |20 the savings in the 2010 program of 124,000, roughly,
21 would be using the GDS potential analysis, and we |21 to the figure of 8.5 percent of their total load
22 compared what those potential savingsweretothe |22 instantly. No one's suggesting that; correct?
23 savings that were in our current programs. 23 A. (By Mr. Silvestrini) No, that's correct.
24 Q. Okay. 24 Q. We'retaking about 2018 possible wrapping up of
Page 54 Page 56
1 A. (By Mr. Silvestrini) And dividing one by the other, | 1 programs.
2 you get 8.7 times. 2 A. (By Mr. Silvestrini) That's correct.
3 Q. Somy understanding isthat, when the Company took | 3 Q. Thank you.
4 the various percentages from the GDS study, which | 4 Now, you said that the 8.7 figure compares with
5 were on a class basis, and converted them to their | 5 the savings goal in the 2010 program; correct?
6 own classes, you came up with an overall percentage | 6 A. (By Mr. Silvestrini) That's correct.
7 of 8.5 percent; isthat correct? 7 Q. And that figure shown on Page IV-V of your filingis
8 A. (By Mr. Silvestrini) Yes. 8 124,318 MMBtu; is that correct?
9 Q. And the associated savingsin MMBtuisasoshownon | 9 A. (By Mr. Silvestrini) That's correct.
10 that page as 1,084,787; isthat correct? 10 Q. Would you agree that, in percentage terms, that
11 A. (By Mr. Silvestrini) That's correct. 11 saving is of the order of .9 of 1 percent, or
12 Q. Andisit that figure that you used to derivethe 8.7 |12 1 percent, depending whether you use design-day load
13 times? 13 or normal load?
14 A. (By Mr. Silvestrini) Yes. 14 A. (By Mr. Silvestrini) Asarule, that sounds about
15 Q. Sorry? | didn't hear that. 15 right.
16 A. (By Mr. Silvestrini) I'mjust checking themath. |16 Q. So, very roughly, the current goal for the Company,
17 Q. Okay. 17 the Company's energy efficiency programs, isto meet
18 A. (By Mr. Silvestrini) Yes. If you divide the 18 1 percent of itsload with energy efficiency
19 1,084,000 from the technical potentia study by the |19 programs. And the GDS study isindicating that
20 Company's 2010 goal of 124,000, you get 8.7. 20 through 2018, it believes that you could implement
21 Q. Okay. Sothe 8.7 actualy derives from the 21 programs with aggressive action that could go up to
22 8.5-percent figure that the Company calculated; |22 8.5 percent of the total load; isthat correct?
23 correct? 23 A. (By Mr. Silvestrini) Yeah, I'm not arguing that the
24 A. (By Mr. Silvestrini) Yes, yes. 24 potential is not there.
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1 Q. That'snot my question. |I'm asking you aquestion. | 1 years -- this study proposes that we hit that maximum

2 And if you could say "Yes" or "No" or amplify, that's | 2 within a shorter time period than that. And without

3 fine. Sowhat | -- 3 knowing what it's going to cost, what kinds of

4 A. (By Mr. Silvestrini) Yes, thisstudy issaying that. | 4 budgets would be required, what the impact on rates

5 I will agreeto that. 5 would be and what bill impacts that would imply, |

6 Q. Thank you very much. 6 didn't -- it was our judgment that it was not

7 And you said on Page 14 of your rebuttal, and | | 7 practical to include that as an upper limit for our

8 quote, The Company determined that this limit wasnot | 8 supply plans.

9 apractical target for supply planning purposes; is | 9 Q. Assume for me that the programs that are identified
10 that correct? 10 to meet the GDS potential are cost-effective, based
11 A. (By Mr. Silvestrini) That's correct. 11 on the cost-effective standards required by the
12 Q. Again, for clarification, what limits are we talking |12 Commission, would you expect the savings from those
13 about? What isthe limit that you'rereferringto |13 programs to outweigh the increased costs of the
14 there? Isit the 8.7 times the 2010 savings goal, or |14 programs that you just mentioned?

15 isit something else? 15 (By Mr. Silvestrini) Yes, | do. But | think that
16 A. (By Mr. Silvestrini) It'sthe 8.7 times. 16 analysisis better done in the proceeding that's
17 Q. Soyou're saying that's too aggressive. 17 reviewing the programs.
18 A. (By Mr. Silvestrini) Given the current state of our |18 Q. Okay. Leave aside which proceeding it's going to be
19 energy-efficiency programs and what it costto |19 donein. So theissueiswhether these new programs
20 implement them, and potentially what it would cost, |20 that are needed in order to fill this potential are
21 without knowing that for sure, to achieve thekinds |21 cost-effective or not, if -- so, accepting that
22 of savingsthat arein the technical potential study, |22 expanding the programs might require programs that
23 yes, it's| think it's too aggressive. And the study |23 areincrementally more costly, if that cost is offset
24 itself saysit would take aggressive outreachto |24 by the savings, you would agree that it would be
Page 58 Page 60

1 reach those levels, without defining what that is. | 1 worthwhile to move to that level, to that higher

2 Q. Sothe Company believesit's too aggressive to 2 level, under those assumptions.

3 achieve the GDS potential by 2018. 3 A. (By Mr. Silvestrini) | don't know that | can agreeto

4 A. (By Mr. Silvestrini) Too aggressive to incorporatein | 4 that. | think you can do that analysis, as| said,

5 asupply plan, yes. 5 and define an economic potential and identify what's

6 Q. Couldyou -- what are you -- what doyoumeanby | 6 out there. But then, in terms of trandating that to

7 that? 7 asupply plan, and | think even trandating that to

8 A. (By Mr. Silvestrini) Well, in order to hit thekinds | 8 programs that our customers are willing to support

9 of targetsthat arein the GDS study, you would have | 9 financially, you need to answer alot more questions.
10 to increase the cost of implementing those programs. |10 Q. So why wouldn't you do it if it's cost-effective?
11 And without knowing the specific costs associated |11 Why wouldn't -- also assume that these programs are
12 with that, as | mentioned earlier, to go from where |12 reliable. Why would you not do it if you could
13 we are now to the kinds of savingsthat would allow |13 demonstrate to yourself that these new programs are
14 us to take advantage of the potential identified in |14 cost-effective?

15 the potential study, we would haveto spend more |15 A. (By Mr. Silvestrini) Because in the short run, the
16 money. And it probably wouldn't be alinear 16 cost of doing that and the bill impacts might be
17 relationship. To get incrementally more savings, you |17 beyond what the parties deem acceptable for

18 would have to spend incrementally more money. We |18 implementing these kinds of programs, even though in
19 don't know what that is. 19 the long run they may be cost-effective.

20 Q. Okay. Assume-- 20 Q. Soyou'resaying that cost-effectiveness and who gets
21 A. Theother issuethat | looked at was, given thelevel |21 the benefits, the bill impacts, are two different
22 of energy efficiency that we put in place sincewe |22 issues. Isthat the Company's --

23 implemented the programs back in, | believeit was |23 A. (By Mr. Silvestrini) No. | think they're part of the
24 around 2000, 2001 -- so we've been at it for about 10 |24 balance of what you do when you put together a
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1 program. And as| said, I'm not the program expert. | 1 spent more money on them, basicaly. And asl
2 I'm just saying that as | talked to the program 2 stated, as we state in the filing, we excluded such
3 people about implementing these kinds of things, we | 3 things as demonstration projects, training programs,
4 identified what were practical outer l[imitsso that | 4 information dissemination, because you can spend more
5 we could model it in asupply plan. 5 money on those but not necessarily achieve much more
6 Okay. If | could just ask the question again. 6 in the way of savings. We also excluded programs
7 Areyou saying that programsthat are 7 that have equipment replacement, mainly boiler and
8 cost-effective do not necessarily mean that all 8 furnace replacement, because our experience is those
9 customers benefit from them? |sthat your testimony? | 9 replacements take place at the time that the
10 (By Mr. Silvestrini) No. 10 equipment breaks down and not as a result of
11 So what isit your testimony? 1'm trying to 11 incentive. So you can put more money at that, but
12 understand why the Company would not go ahead and |12 you did tend to not get more savings. So we looked
13 expand its programsif it could convinceitself that |13 at the other measures that included mainly rebates,
14 those programs are cost-effective. 14 on the assumption that if you increase the amount of
15 MR. CAMERINO: | haveto say this |15 rebates you can make, you'll get more participants
16 guestion has been asked over and over again, and Mr. |16 and more savings from those.
17 Silvestrini has given multiple answers. And | fed |17 And then we looked at if weincreased those
18 like, in addition to the fact that it's repetitive, 18 programs that are scaleable, what's the outer limit?
19 we're well into an issue now that really isfor the |19 Because we need to put a constraint in order to model
20 energy-efficiency docket and not the planning docket. |20 it. And the program people who are best able to
21 And Mr. Silvestrini has explained why thetwo are |21 answer that question said, well, we think we could
22 different. 22 probably double that. And that's where that
23 CHAIRMAN GETZ: Well, thisiswhere |23 constraint came from.
24 I'minterpreting where we are at this point. | think |24 Q. Soal you're saying --
Page 62 Page 64
1 basically the witness is saying he doesn't accept the | 1 (By Mr. Silvestrini) And in my mind, that'sa
2 premise of your question, and you want him to accept | 2 practical limit because that's looking at the cost,
3 the premise of your question. And so | think the | 3 it'slooking at what makes sense looking at
4 area’s been covered, and | think we should moveon. | 4 individual measures, and it's talking to the people
5 MR. McCLUSKEY: Okay. Thank you. | 5 who are responsible for implementing them.
6 BY MR.McCLUSKEY: 6 Q. So, Mr. Silvestrini, my question was, isthe goal two
7 Q. Earlier I read from the Company's rebuttal testimony | 7 times the goal in the 2010 programs? And if |
8 at Page 14, where you said you didn't think the limit | 8 understand your response, you said no, it'sonly a
9 was a practical target for supply planning purposes. | 9 portion, two times a portion of that goal, because
10 And the Company says at Page 15 that -- I'm 10 you only looked at certain programs within the
11 paraphrasing -- the reasonable goal istwo timesthe |11 overall 2010 efficiency program; is that correct?
12 goal from the 2010 programs. Isthat correct? 12 A. (By Mr. Silvestrini) That's correct. And | would not
13 (By Mr. Silvestrini) Whereisyour referenceon |13 characterize the "two times' asagod. It'san
14 Page 15, please? 14 upper limit. It'sthe constraint on how much you can
15 It'son Line 17, the sentence that endson Line 17. |15 attach.
16 (Witness reviewing document.) 16 Q. Sothefigure that we mentioned earlier, the 124,000
17 (By Mr. Silvestrini) Yeah, it's not two timesthe |17 roughly, MMBtu from the 2010 program, you're saying
18 goal, it'stwo times the savings from the measures |18 that the upper limit for the Company is actually less
19 that were scaleable to be able to increase the level |19 than twice that. Isthat your testimony?
20 of energy efficiency on the demand-side management |20 A. (By Mr. Silvestrini) Yeah, if you follow through the
21 savings. 21 math. Yes, it'saportion of that, not the entire
22 We looked specifically at the measuresthat are |22 thing.
23 in our current plans, and we identified which 23 Q. Andisthat by 2018, or are we talking about
24 measures in those plans could be increased if we |24 immediately?
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1 A. (By Mr. Silvestrini) Yeah, | think we explainedin | 1 MR. McCLUSKEY : Do the Commissioners

2 the filing how we ramped up to get to double. And1 | 2 have that?

3 think it was about athird. | think Mr. Poe can 3 CHAIRMAN GETZ: well, let's mark this

4 probably answer that question better than |. 4 for identification since we're going through this.

5 A. (By Mr. Poe) Yes. Asthe Company documentedinthe | 5 Thisis Exhibit No. 5.

6 filing and presented in Chart IV-D-1 of thefiling, | 6 MS. THUNBERG: Thank you.

7 it had modeled its 2009 and 2010 energy-efficiency | 7 (The document, as described, was

8 programs and then set as the upper limit thethree | 8 herewith marked as Exhibit 5 for

9 tiers of programs that the Company offers, basedon | 9 identification.)

10 what it has already in its portfolio of 10 Q. AndI'mlooking at the second block in that
11 energy-efficiency programs, plus an incremental |11 attachment, and | believe it's |labeled the "Resource
12 amount which was the two times the programs that we |12 Mix Scenario with DSM." Do you see that?
13 felt that we could scale up practically. Andthose (13 A. (By Mr. Poe) Yes, | do.
14 volumes were then available as the upper limit for |14 Q. | believe it shows the results of the Company's DSM
15 the model to choose and say which oneswould be |15 modeling using the resource mix model of the SENDOUT
16 cost-effective. 16 model; isthat accurate?
17 Q. So, again, my question is, isthat two times 17 A. (By Mr. Poe) That is correct.
18 something that is available in the near future or the |18 Q. Now, if you could just look at the split-year
19 longer term? Can the Company achieve that inayear |19 2010-11.
20 or two, or are we looking at amuch longer period? |20 A. (By Mr. Poe) Yes.
21 A. (By Mr. Poe) These were programs that were considered |21 Q. It shows that the programs that you modeled would
22 available each and every one of the five years of the |22 save 260,000, approximately, MM Btu; correct?
23 outlook. Sothe model could look at -- if itwas |23 A. (By Mr. Poe) | believe in the second block you're
24 economically chosen, it could choose any of those |24 referring to the line "Total DSM Customer

Page 66 Page 68

1 programs in each one of the five years and continue | 1 Requirements” --

2 to choose them every year. 2 Q. That's correct.

3 Q. Soit'ssomething that the Company couldrampupto | 3 A. (By Mr. Poe) -- MMBtu?

4 fairly quickly iswhat you're saying? 4 Q. Yes.

5 A. (By Mr. Silvestrini) Yes. 5 A. (By Mr. Poe) Yes.

6 Q. Thank you. 6 Q. Out of atotal demand equal to 14,144,800 MMBLtu; is

7 Okay. I'd like to refer you to attachment to 7 that correct?

8 Staff 1-35 Supplemental. And we have some copies. | 8 A. (By Mr. Poe) Yes.

9 MS. HATFIELD: Mr. Chairman,can| | 9 Q. Okay. Andwould you accept that, subject to check,
10 just ask aquestion? Isthis data request from Staff |10 that that's approximately 1.9 percent of the total
11 to the Company or -- there were multiple directions |11 demand?

12 of datarequests, so | just wanted to get abetter |12 (Witness does calculation.)

13 cite. 13 A. (By Mr. Poe) | verified the number. Yes, you're
14 MR. McCLUSKEY: Thisisaresponse |14 correct. It's approximately 1.9 percent.

15 from the Company to Staff's Request 1-35. 15 Q. Okay. Now, could you also look at the column for
16 MS. HATFIELD: Thank you. 16 split-year 2014-15 in the same block. And that shows

17 MR. McCLUSKEY: And it'sactually a |17 an annual savings of 858,000, approximately, MMBtu

18 supplemental response to the attachment. 18 out of atotal of 15,625,000 MMBtu; isthat correct?
19 MS. HATFIELD: Thank you very much. [19 A. (By Mr. Poe) Y es, those are the numbers.

20 BY MR. McCLUSKEY: 20 Q. Again, subject to check, that's about 5.5 percent of
21 Q. Doyou havethat? 21 the total demand would be met with these model DSM

22 A. (By Mr. Poe) Yes, | do. 22 programs, is that accurate?

23 Q. Okay. If | could draw your attention to the 23 A. (By Mr. Poe) Yes, that's correct. In the base-case
24 attachment to the response. 24 design year, the number is 5.5 percent.
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1 Q. Okay. Giventhefact that the programsthat you | 1 So what we're saying is, as a baseline, abase
2 modeled have either already been implemented or are | 2 case of DSM, we think that we can continue to add the
3 programs that you believe can reasonably be scaled | 3 same amount of DSM savings as we're targeting right
4 up, could you explain what appearsto be the 4 now in our 2010 program.
5 contradiction between your claim that areasonable | 5 And then lastly, and here's where the two times
6 savings target or upper limit istwo timesthe 2010 | 6 comesin, isthe Tier 3 set of programs, whichis
7 savings goal, which | think we agreed beforewas | 7 what is the set of programs that the Company said it
8 roughly 1 percent of total demand, and theresultsof | 8 could ramp up further efficiently within the planning
9 your modeling at the end of the planning period | 9 time period and add an additional -- and if you look
10 2014-15 produced a savings of 5.5 percent? That's |10 at the target annual reduction line -- an additional
11 almost six times the savings goal for the 2010 11 and incremental 23,007 MM Btu of savings every year.
12 program. How isthat -- you say that the upper limit |12 So when you're looking at the resource mix
13 istwo times the savings goal -- in fact, you 13 scenario in the attachment to Staff 1-35, the
14 actually said less than two times -- and this, the |14 supplement, and you see the total DSM customer
15 results of your modeling, isindicating it's much |15 requirements, or the savings that's being
16 higher than that? 16 contributed, it's the 2009 program, the 2010 program.
17 (By Mr. Poe) Can we turn to Chart IV-D-1 of the |17 And then starting in the split-year 2011-12, it's
18 Company'sfiling, please? 18 those programs that the model says, based on our
19 CMSR. BELOW: What pageisthat on? |19 input data, what are the economical least-cost mix of
20 A. (By Mr. Poe) Right after that is Roman Numeral IV-56. |20 DSM measures that would satisfy the least-cost
21 Yeah, IV-55isthe page. It's masked within some of |21 dispatch of supplies and resources to the Company's
22 the printout of the table. 22 customers. So your “two times" isreferring
23 Is everyone there? To go through Chart IV-D-1 |23 exclusively to the Tier 3 volumes that the Company
24 again, as | was explaining earlier, the Company, |24 said could ramp up further and add more DSM savings
Page 70 Page 72
1 within its modeling, looked at Column 1, the 2009 | 1 over and above the targeted values from the 2010
2 energy-efficiency programs, and built that intothe | 2 program.
3 forecast every year for 15 years, which isthe 3 Q. Soif I'm understanding the results of the resource
4 Company's assumption there would be that level of | 4 mix analysis shown in the Attachment 1-35
5 savings shown at the -- let'sseeif | canfindit... | 5 Supplemental, starting in 2011, the Company begins to
6 the line in the middle of the page that says "Target | 6 add in these, what we call "tier" programs. Andin
7 Annua Reduction." 7 the next year it makes further expenditures on those
8 So, for Program 1, there was 79,198 MMBtu of | 8 programs, which produce additional savings compared
9 savings from the 2009 programs. 2010 set asatarget | 9 to the savings from the programs in the prior year.
10 124,318 MMBtu. So the Company built that into its |10 So aslong as the Company continues to make
11 forecast as a base of added DSM savings. 11 expenditures on these tier programs, then the
12 Then, going into the years 2011 and beyond in |12 cumulative savings will rise. Isthat what's
13 the resource mix model, the Company did make |13 happening in this analysis?
14 available as an economically potential and also |14 (By Mr. Poe) Yes. If you look at the line that we
15 realistically potential set of DSM measures Tier 1, |15 had referred to on the attachment, "Tota DSM
16 which it said that was the low case that it thought |16 Regquirements,” the volumeisrising year by year.
17 it could achieve, which wasthe level of savingsthat |17 That samelineisin the third block in the top
18 it saw in its 2009 efforts. 18 section labeled, "DSM Reduction in Requirements.”
19 It also gave available the Tier 2 volumes, which |19 And you can see the total matches the total from
20 were the incremental additionsto the DSM, the |20 above. And then the components that the model was
21 extended effort the Company was putting in going from |21 selecting are listed individually on an incremental
22 2009 to 2010. Soif you look at the target annual |22 basis -- no, I'm sorry -- on a cumulative basis,
23 reduction, the Tier 1 volume plus the Tier 2 volume |23 because it is cumulative in each one of the columns,
24 equals the volume found in the column for Program 2. | 24 so that every year we continue to get the program one
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1 results because we've already invested in the 2009 | 1 reasonably achievable -- and | think you used the
2 program, the 2010 results because we've dready | 2 word "scaleable” -- that if there were sufficient
3 invested in that, and then the tier volumes for Tiers | 3 customers out there willing to accept these programs,
4 1,2and 3. 4 that, come 2018, the amount of total demand met with
5 Q. Okay. So, by expending additional dollarseachyear | 5 those programs may be very little different from what
6 of the five-year planning period on thetier 6 the potential study indicated; isthat correct?
7 programs, the amount saved, the quantitiessavedin | 7 A. (By Mr. Poe) Under all the caveats that |'ve aready
8 2014-15, the last year of the planning period, will | 8 said. Andlikel said, I'd like to see what their
9 actually rise to the point where, accordingtomy | 9 reference year was. But under al the caveats, it
10 calculations, 5.5 percent of the total demand in that |10 looks as though we could hit atrend of approximately
11 year is met with DSM programs. Y ou would agree with |11 that percentage if you assume all the assumptions.
12 that? 12 Q. Thank you very much.
13 (By Mr. Poe) That is correct, aslong asyou are |13 MS. THUNBERG: Thank you, Mr. Chairman
14 referencing the same starting point, whichisour |14 and Commissioners, for allowing usto ask additional
15 2010-2011 split year. In addition, thisisaso 15 questions.
16 under the design year. So | can't make any 16 CHAIRMAN GETZ: Commissioner Below.
17 conclusions, if you're going to talk about anormal |17 QUESTION BY CMSR. BELOW:
18 year, which is, | assume, what the GDS study was |18 Q. While we're on thisimmediate topic, I'm trying to
19 referring to. 19 understand from Page V-7 of Exhibit 1 the last
20 But on par, you have about a 5-percent increase |20 bullet in the middle of the page that states that as
21 over and above the base reference point, whichwe |21 aconstraint on the maximum demand-side management
22 have as starting at 2010-2011. 22 volumes that could be obtained, the Company limited
23 Q. So, sincethe GDS study had percentagesrelatingto |23 the number of installations of the residential
24 2018, if we were to imagine continuing this analysis |24 weatherization and commercial-efficiency programs two
Page 74 Page 76
1 out for an additional three years, where you kept | 1 times the goal by the third year of the forecast and
2 expending dollars on the sametier programsyear | 2 four times the goal by the fifth year of the
3 after year, then it's possible that the percentage of | 3 forecast.
4 total demand in 2018 would approach the 8.5 percent | 4 And just to start, to clarify, the goal iswhat?
5 that the GDS study indicated was the potential for | 5 What is the reference year for the goal? When you
6 the Company. Would you agree with that? 6 say the goal that is the 2009-10 program year or
7 (By Mr. Poe) | wouldn't agree withit. But the 7 2010-11? Which?
8 number could possibly happen. Theissuethat wehave | 8 A. (By Mr. Silvestrini) Sorry. It took me awhileto
9 is-- what | don't have to present to you isan 9 find the reference. Would you repeat the question?
10 equivalent customer participation forecast. Aswe |10 | believe | have them.
11 said in our filing, we did not model the customer |11 Q. What isthe goal referenced in that last bullet on
12 participation. And | don't know if we can makethe |12 IV-7?
13 extrapolation that we could continue to put into the |13 A. (By Mr. Silvestrini) The goal would have been the
14 market these volumes of DSM at the cost that the |14 goal that'sin the Company's current programs.
15 model isusing. That's part of what would havetobe (15 Q. Isthat the 2010 calendar program year?
16 refined. But if you could continue to put theseinto |16 A. (By Mr. Silvestrini) Yes.
17 the market at the price that the model isassuming, |17 Q. SoI'mstill alittle confused, because | think in
18 then the trend appears to be -- | would haveto look |18 your rebuttal and in some of your testimony today --
19 and see what the base-year reference was aso for the |19 the rebuttal on Page 15, Line 17, you said that you
20 GDS study to see how they're getting their volumes |20 constrained, | guess for the purposes of the model,
21 and relative to what starting point. But our trend |21 what was available to those measures that are
22 appears to go toward that 8 percent. 22 scaleable as two times the goal referenced in the
23 Q. S0, just to summarize then, based on the programs |23 2010 goal for certain programs.

N
~

that the Company has modeled, which it believesto be

24 A. (By Mr. Silvestrini) Yes. If you look at the bullet
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1 that you referred to on Page IV-7, it referstothe | 1 A. (By Mr. Poe) Well, the first box was -- if you read
2 residential weatherization and commercial 2 the details of the original response by the Company,
3 energy-efficiency programs. Those are the programs | 3 the question asked us to do -- to cost out the
4 that were determined to be scaleable. 4 benefit of the resource mix run. And to do that, you
5 Q. Those arethe two programs? 5 actually have to have two runs. Y ou have to say what
6 A. (By Mr. Silvestrini) So it wasthe goalsrelatedto | 6 was it without it and what wasit withit. Inthe
7 those two programs that we applied the "two times." | 7 Company'sfiling, it did not do aresource mix run
8 Q. Butthe"twotimes'isaramp tothethirdyear of | 8 with no DSM. So | went back and | re-ran the model
9 the forecast from the 2010 goal. But it continuesto | 9 and excluded all DSM possibilities. And that's the
10 ramp to four timesthat goal by thefifth year; is |10 top box. And it shows no DSM savings. The middle
11 that correct? 11 box is then the resource mix run with DSM from the
12 A. (By Mr. Silvestrini) That's correct. 12 filing and then the Delta between the two, so you can
13 Q. Andthat'sin the sort of high DSM scenario? 13 see what the savings would be.
14 A. (By Mr. Silvestrini) Yeah, | believeit'sthe Tier 3. |14 Q. So the answer was yes.
15 Q. Andwhat you're saying isthat the savingsshown |15 A. (By Mr. Poe) The answer isyes.
16 on -- in Exhibit 5, or what's called "Total DSM |16 Q. Okay. So, going back to your rebuttal testimony at
17 Customer Requirements,” is a cumulative number |17 Page 6, Line 5, in discussing "lumpy investments' to
18 showing the cumulative program savings accounting for |18 make up a supply portfolio, you then conclude that as
19 whatever turnover rates you have or measured rates |19 you're adding increments of supply asthey're
20 that you have embedded in there. 20 appropriately available, you must then, quote, grow
21 A. (By Mr. Poe) Yes, that's correct. It'slisted below |21 into it over time to maximize the use of the
22 in the third block where it shows all the different |22 resource. Soisit sort of an inherent assumption,
23 programs and how they're growing over time and |23 that load just always grows or will continue to grow?
24 returning DSM savings to the customersand to the |24 A. (By Ms. Arangio) Well, when we would look at making
Page 78 Page 80
1 Company. 1 an investment specific to what we were talking about
2 Q. Andwhich scenario mixes are represented here | 2 here, and specifically more than the Concord Lateral
3 compared to the scenarios in the original filing? Is | 3 capacity, when we made that commitment we were
4 that effectively the low-case DSM and the high-case | 4 looking at incremental growth over the period, and
5 DSM, or no DSM? 5 that we would be growing into that. So | think if we
6 A. (By Mr. Poe) Thisisthe resource mix anaysis, which | 6 were to look at a different change within the
7 was the ultimate run, the final run that the Company | 7 customer requirements, where you would have load
8 made. Initsfiling, it did threelevels of DSM 8 falling off, if you will, as opposed to growing, then
9 aong its base-case demand forecast. Butitdidnot | 9 we would have to make different capacity decisionsin
10 do the resource mix analysisfor it. It just simply |10 that. For the Concord Lateral, we had to make a
11 used the optimization function of the model and |11 commitment of a 20-year term for that capacity. So
12 showed what the implications would be for the |12 we'd have to look at the flexibility within the
13 different levels of DSM penetration. But the model |13 portfolio, as to when other contracts would come up
14 didn't choose DSM measures at that point. They were |14 for renewal termination, to be able to adapt to that.
15 told you can expect this much every year. So the |15 So that's why we have different resources with
16 Company could test its portfolio not only on highand |16 different contract terms and different flexibilities,
17 low demand, but also high and low impact of DSM. And |17 so that we can adapt to that, yes.
18 then the final run was the resource mix run, andthat |18 A. (By Mr. Silvestrini) And if | could just chimein.
19 was the one where we allowed the model to say what is |19 From a demand forecasting standpoint, we have seen
20 economical, what could be the best mix of resources, |20 historically pretty constant growth in our New
21 both supply and demand side. 21 Hampshire territories. And our forecasts continue to
22 Q. And so that'sthe box entitled "Resource Mix Scenario |22 show growth, but slightly lower growth in the current
23 with DSM," that's allowing the model to choose DSM; |23 economic environment. So we do anticipate continued
24 whereas, the first box doesn't allow it to chooseit. |24 growth.
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1 Q. OnPage7 of therebuttal, the reference to the 1 its customers.
2 30,000 MMBtu per day of the Tennessee Gas Pipeline | 2 Could you elaborate what you mean by the term
3 capacity that was associated with Concord Lateral | 3 "address"?
4 expansion project, isthat upstream pipeline capacity | 4 A. (By Ms. Arangio) Oh, to meet the requirements under
5 equal to the incremental capacity that camefromthe | 5 the seven-day storage requirement. So we add the
6 Concord Lateral expansion or increase in capacity? | 6 30,000 aday delivered to the pipeline. That
7 A. (By Ms. Arangio) The 30,000? 7 calculatesinto your seven-day. It affectsthe
8 Q. Yes 8 calculation of your seven-day storage requirement.
9 A. (By Ms. Arangio) Yes, that contract wasfor 30,000. | 9 Q. Intermsof accessing LNG or LPG.
10 Q. Andhow far upstream doesthat go? | mean, that |10 A. (By Ms. Arangio) Right. So it limitsthe amount --
11 capacity commitment, to what zoneisit? 11 it reduces when you add pipeline capacity, it reduces
12 A. (By Ms. Arangio) It'sZone61to 6. It'sactually |12 the amount that you need to keep on hand of LNG and
13 sourced at the Dracut meter to the Company'scity |13 LPG and have accessto it.
14 gates. It'sjust on the Tennessee Gas Pipeling, Zone |14 Q. Okay. On Page 10 at Line 18, you say, "The
15 6to6. 15 abandonment of any of the Company's assets for an
16 Q. Explainwhat that is. 16 interim period, as appears to be suggested by Mr.
17 A. (By Ms. Arangio) Okay. Sorry. 17 McCluskey, islikely to result in higher, not lower,
18 Q. It'sjust from the Dracut -- 18 costsinthelong run."
19 A. (By Ms. Arangio) Yes, just from the Dracut meter to |19 When you say "interim period," are you sort of
20 the Company's city gates. 20 talking about within the five-year forecast?
21 Q. Okay. Which isadistance of about how many miles? |21 A. (By Ms. Arangio) Yes. So theinterim period,
22 A. (By Ms. Arangio) Oh, jeez, I'm sorry. It'sshort |22 referring to until we need to contract for something
23 haul, what we refer to as"short haul." Soit'snot |23 €lse to meet customer requirements and/or to meet the
24 long haul from the Gulf. And it'seven ashorter |24 seven-day storage requirement.
Page 82 Page 84
1 haul, let's say -- maybe | could step back. 1 Q. | mean, does this suggest that the planning horizon
2 When we look at Tennessee Gas Pipeline, it's | 2 of five yearsisn't long enough? Because what you're
3 divided into zones. So the Gulf of Mexicoincludes | 3 saying, if you analyze this under the five-year
4 Zones0and 1. And then we come up to Zone 4, which | 4 planning period, there might be an argument that you
5 is Pennsylvania, New Y ork, where we access typically | 5 don't need these resources. But you're saying, well,
6 our market area storage, underground storage. And | 6 if you look beyond that horizon, you know, it might
7 then we're located in the market areaZone 6. So | 7 be lower cost in the long run to hold on to these
8 that's the last zone on the Tennessee Pipeline. So | 8 assets because you're going to need them at some
9 this capacity isjust within Zone 6 to 6. The Dracut | 9 point beyond the five-year plan horizon.
10 meter, which is the interconnect with the Maritime |10 A. (By Ms. Arangio) Yes. So before we make those
11 Pipelineislocated in Zone 6 as well. 11 decisions whether to terminate, you know, add or
12 Q. Sothepointisyou can get capacity beyond Dracut |12 renew a contract, we would look at the ramifications
13 from more choices where you get pipeline capacity |13 of when it is that you would either need or not need
14 being Dracut? 14 that resource in the portfaolio.
15 A. (By Ms. Arangio) We purchase -- right. Inorderto |15 Q. So you're saying, for sort of asset-management
16 flow that gas on aprimary basis, yes, we purchase |16 purposes, you're looking at a planning horizon of
17 the supplies at Dracut and flow that to the Company's |17 more than five years, typically.
18 city gates. 18 A. (By Ms. Arangio) Yes, if it makes sense to do so.
19 Q. Okay. Couldyou, on Page9, at the top of the page, |19 Yes.
20 talking about the Company's acquisition, the 20 Q. Istherean error on Page 14 at Line 19? You havein
21 incremental 30,000 MMBtu per day of capacity, it |21 guotations, potentially available scenario. And |
22 also -- it concludes by saying that it wasasoto |22 think you also have that same term in quotationsin
23 address significant quantities of LNG and LPG that it |23 your original filing. Just wondering what the source
24 needed to purchase, transport and store on behalf of |24 of that termis.

SUSAN J. ROBIDAS, LCR NO. 44

(21) Page 81 - Page 84



INTEGRATED RESOURCE PLAN - Hearing - July 14, 2011
DG 10-041 ENERGYNORTH NATURAL GAS, INC., D/B/A NATIONAL GRID NH

Page 85 Page 87

1 A. (By Mr. Silvestrini) That should befromthe GDS | 1 documents?

2 study. 2 A. (By Mr. Silvestrini) Yeah. | wasn't apart of that;

3 Q. Widll, I think if you look at the GDS study whichis | 3 process. But my understanding was that it was to

4 attached, on Page 4 of the study -- or back upto | 4 identify what the potential was for programs. And as

5 Page 3 of the study, the summary, the executive | 5 asupply planner, | make adistinction. | mean, we

6 summary here, it starts by talking about the number | 6 used what was available from the approved programsin

7 of potential estimates that were doneinthe study. | 7 order to what we can implement from a supply plan.

8 Thefirst istechnical potential, the highest level; | 8 Q. Wadll, didn't the study attempt to move from

9 the second is maximum achievable potential, whichis | 9 theoretical technical potential and drill down to
10 asubset of the technical potential; and then there's |10 this potentially obtainable scenario, which is
11 the maximum achievable cost-effective potential; and |11 described as an estimate of the potential for
12 then there's the fourth, which is potentially 12 realistic maturation over time of energy-efficiency
13 obtainable scenario. And you've got in quotation |13 measures, taking into account customer behavior, all
14 "potentialy available scenario.” Doyoumean |14 the costs and practical considerations of what it
15 potentially obtainable scenario? 15 would take to achieve some of the achievable
16 A. (By Mr. Silvestrini) Yes, | do. Correct. It should |16 cost-effective potential s?

17 be corrected. 17 A. (By Mr. Silvestrini) Yeah, | think it did. But as|
18 Q. Okay. Was National Grid Electric and Gas Divisionsa |18 analyzed the results of the study and compared it to
19 sponsor of the GDS study? 19 what we were implementing under our current programs,
20 A. (By Mr. Silvestrini) Yes, they were. 20 it seemed to me the difference was too great to use
21 Q. Anddid Nationa Grid's staff participatein looking |21 as an outer bound for what we could practically
22 at the assumptions and methodology and critiquing or |22 expect to seein asupply plan. And that's where we
23 working on the study asit was devel oped? 23 made the adjustments.
24 A. (By Mr. Silvestrini) Yes. Yes, wewere. 24 Q. So part of what you did in your assumptionsisyou
Page 86 Page 88

1 Q. Okay. I think, particularly in your rebuttal 1 just assumed an extension of current programs and

2 testimony, on several occasionsyou refer toitasan | 2 not -- you didn't assume that any of the

3 "academic study." And | waswondering in what sense | 3 demonstration projects might be converted to

4 of the term "academic” you meant. Wasit preparedby | 4 implementation programs or potentials that might have

5 academics or associated with ascholarly ingtitution, | 5 been identified in the study as cost-effective and

6 like an academy or university? Or did you meanitin | 6 potentially achievable, but maybe there aren't

7 apejorative sense? 7 current programs, you didn't assume any of those had

8 A. (By Mr. Silvestrini) Really, neither. | useitin 8 any potential.

9 terms of more of atheoretical analysisthanonethat | 9 A. (By Mr. Silvestrini) Y eah, we excluded those in terms
10 that you would apply to a supply plan. 10 of reliability of supply. Because one of the factors
11 Q. Okay. | wasjust trying to understand. Becausel |11 that we look at when we put together aportfolioiis,
12 looked at Webster's New Collegiate Dictionary, Third |12 isthe cost in addition to other non-price factors,
13 Edition, and in looking at al the definitions, the |13 like reliability and diversity. And aswe're looking
14 first are relating to a scholarly ingtitution, and 14 at the reliability of achieving savings for those
15 sort of the second set is scholarly to the point of |15 particular measures, we determined that they weren't
16 being oblivious to the outside world, or 7A is 16 reliable enough to put in asupply plan.

17 theoretical or speculative, and B is having no 17 Q. Just because you didn't have experience with them.

18 practical meaning or usefulness. You'renot saying |18 A. (By Mr. Silvestrini) Well, and just the nature of the
19 that it fits those definitions. 19 measures. Asl said, if you're putting more money
20 A. (By Mr. Silvestrini) Only that it'stheoretical. 1 |20 into displays in Home Depot, for example, you may
21 wouldn't say that it has no usefulness. But | 21 spend the money, but that doesn't guarantee you're
22 wouldn't incorporate the resultsin asupply plan. |22 going to see those savings when we need them and
23 Q. Wadll, if welook at the study itself, wasn't part of |23 under the weather conditions that we need to see
24 the purpose of it to provide input into planning |24 them. I'm not saying there won't be savings. It's
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1 just from areliability standpoint, it's not 1 Q. Do you happen to know what incentive level was
2 something | would put in asupply plan. 2 assumed in the GDS study for the potentially
3 Q. OnPage 15, Line 12, in discussing equipment 3 obtainable scenario?
4 replacement and noting that it's most effectiveat | 4 A. (By Mr. Silvestrini) | don't know precisely.
5 the time of equipment breakdown, you stated that such | 5 Q. Or whether that was more or less than the current
6 incentives do not tend to accelerate the decisionto | 6 incentive levels? You don't know that specifically?
7 replace. And I'm just wondering what incentivelevel | 7 A. (By Mr. Silvestrini) No, | don't know that
8 are you assuming, | guessin the current programs, | 8 specificaly.
9 and isthat -- are you making that assertionasa | 9 CMSR. BELOW: Okay. | think that's
10 universal statement, or doesit apply more or lessto |10 all.
11 different programs and different customer groups? |11 CHAIRMAN GETZ: commissioner Ignatius.
12 A. (By Mr. Silvestrini) | think it'samore universal |12 CMSR. IGNATIUS: Thank you.
13 statement, and it'swithin, I'd say withinthekind |13 QUESTION BY CMSR. IGNATIUS:
14 of bounds of the experience that we have in 14 Q. Why don't we stick with DSM for a bit longer.
15 implementing these kinds of programs. | mean, | |15 Mr. Silvestrini, you made a point in the
16 think if you increase the incentive to a certain 16 rebuttal testimony, and again this morning, that you
17 level, certainly you would be able to convince people |17 couldn't use the GDS numbers for planning purposes.
18 to replace equipment before the time of breakdown. |18 And you highlighted that. So let'stalk alittle bit
19 But | don't know what that level is. | mean, for |19 about how far you can go for planning purposes with
20 example: If we're providing arebate -- let'ssay it |20 those kinds of numbers, or any other aspirationsto a
21 costs $5,000 to replace a boiler or furnace, and you |21 greater amount of DSM in the system.
22 offer a customer a$1,000 rebate. That might not be |22 | guesswhat I'm asking is, what's the
23 enough. But what if you paid for the whole 23 relationship between the planning modeling you use
24 installation, the $4,000 or $5,000? Well, that may |24 and the reality of how you continue to expand good
Page 90 Page 92
1 or may not be enough. You may havetosay well pay | 1 programs to increase cost-effective DSM? Seems like
2 for the full installation and give you another 2 you've got two things going: The theoretical
3 thousand in order to spur the -- you know, to 3 planning function and then the reality and the
4 accelerate the replacement process. And that'sthe | 4 individual dockets going along year by year. How do
5 kind of information we didn't know. If weweregoing | 5 we marry those two to achieve as much as can
6 to do that, you'd have to -- in order to modd! it, 6 redistically be achieved in a cost-effective way?
7 you'd have to know what the cost of acceleratingthe | 7 A. (By Mr. Silvestrini) The best way to answer that, in
8 programs were. So within the bounds of our 8 the past we would look at the energy efficiency that
9 experience, we drew these constraints on the 9 was being obtained through our Company's programs,
10 programs. 10 and we would identify what the historical levels of
11 Q. Do you know if your program administrators looked at |11 savings were achieved as we did our statistical
12 the supplemental ERA-funded incentive, that | believe |12 analysis to develop a demand forecast, recognizing
13 your utility participated in, that provided 13 that what happened historically was already embedded
14 additional incentive for replacement of 14 in the data, so that it was already factored into our
15 low-efficiency gas hot water heaters and boilersand |15 statistical models. Then we would look at the
16 furnaces with high-efficiency units? Haveyou -- did |16 projected levels of the programs going forward. And
17 you check to see to what extent that was hitting |17 to the extent there was an increase going forward
18 replacement at a point of retirement or replacement |18 over what we experienced historically, we would
19 for people who had working equipment, but wantedto |19 reduce our demand forecast accordingly and say our
20 take advantage of more efficient products? 20 demand is going to be reduced exogenously from the
21 A. (By Mr. Silvestrini) Yeah, | don't know specifically. |21 forecast model as aresult of our energy-efficiency
22 But the results and these judgments were based on |22 programs. That's how we did it in the past.
23 discussions | had with our program implementers, and |23 Thistime, in fact for thefirst timethat I'm
24 they were the ones that gave me the constraints. |24 aware of, we were asked to incorporate energy
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1 efficiency or demand-side management asasupply-side | 1 And on the other side, we need to look at, well,

2 resource. And the way we do that -- and Mr. Poecan | 2 if there's potential to do more, how much more can we

3 talk more to the details of the optimization model. | 3 do, and how cost-effectiveisit, without just

4 But you need to put in certain volumes at acertain | 4 opening the flood gates and not looking at what the

5 cost, appearing at a certain time, subject to 5 budgets and the bill impacts are. And that's where |

6 constraints. And that'swhat wetried to do. We | 6 think, as 1 say, if we could integrate those two

7 said, well, let'slook at the GDS study, and isthat | 7 processes better, we could probably come up with a

8 something we can use to establish what those 8 better answer.

9 constraintswill be. And our assessment wasthat it | 9 I would think you also, because you've been asked
10 was beyond the horizon that we could reasonably use |10 thistimeto treat DSM as a supply option, that
11 for asupply plan. So then we took astep back and |11 your -- isit fair that you've been fairly
12 said, well, what can we achieve and grow and know |12 conservative in what you've calculated for DSM
13 that we can quantify what the cost of those are going |13 savings because you don't want to get caught just
14 to be, so we can compare those costs to the cost of |14 hoping it comes through and then it doesn't?

15 the supply sourcesin our portfolio. Andthat'swhen |15 A. (By Mr. Silvestrini) Supply planners by their nature
16 we contacted our program evaluators and implementers |16 are conservative.
17 and said, okay, here are the current programs. 17 Q. Andyet, you then have to shift over to developing
18 Knowing what you know about what it takesto |18 the proposalsin the actual programs. And if the
19 implement the programs and what kind of aresponsewe |19 program planning is constrained by a conservative
20 get from the programs and what it costs, if we wanted |20 approach for the planning document, do you end up
21 to expand this, based on a comparison to the cost of |21 limiting the vision of the people designing the
22 the supply resources in our portfolio, how would we |22 programs, who are looking at it for a different
23 do that, and what are some of the thingswe could |23 purpose, and yet they've got a document that sets out
24 expand, and at what cost and at what limit. And |24 aconservative expectation?
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1 that's what we attempted to do. And that'show we | 1 (By Mr. Silvestrini) | think that's where the value

2 modeled it, so that we could fit it into the 2 of the economic potential study would come, because

3 optimization model, and then, as Mr. Poe described, | 3 that would help us define what that bound would be

4 look at several different scenarios, base-case, 4 from a supply planing standpoint. And then you could

5 high-case and low-case scenarios, and then letting | 5 ratchet that down to what's feasible, both from a

6 the model do the determination of what levelsof | 6 delivery standpoint and across a bill-impact

7 energy efficiency we could take. 7 standpoint, and you could then better balance those

8 Q. And then how do you move from the planning model in | 8 two interests.

9 those low-base high-case scenariosinto the program | 9 Q. What in the planning process is there that helps
10 proposals for the actual efficiency programsthat |10 guide decision-making on particular programs if
11 come before the Commission? 11 direct experience over the forecast period turns out
12 | think there needs to be a better integration of 12 to be better or worse than you might have known, or
13 those two processes, | think both within the Company |13 when you see actual results come forward? Do you go
14 and with the Commission, in terms of identifying, |14 back into the plan to help guide decision-making
15 because it seems to me we've got two things going on, |15 about the next level of DSM in this case?

16 not completely in avacuum, but somewhat divorced |16 A. (By Mr. Silvestrini) | think that would be the ideal.
17 from each other. We've got program assessment going |17 | don't know that we're there yet. And that's what |
18 on, where we're looking at what it's going to taketo |18 said earlier. | think they're somewhat divorced, and
19 implement it, who are the beneficiaries going to be, |19 | think it would be better to integrate the two.

20 who are going to bear the cost of that, and what are |20 And | think the other thing we need to look at
21 the bill impacts? Those are very red issues. In |21 iswe may get -- we may do an evaluation of DSM on an
22 fact, | wasinvolved in that back in the early 2000s |22 equal footing with supply-side resources and find
23 when we first rolled these programs out, looking at |23 out -- let's say we can justify doubling the programs
24 what the bill impacts were going to be. 24 from that standpoint. Well, my understanding is our
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1 programs have gone from $3 million ayear to $5, | 1 peak-day requirement, as well as peak season. And

2 amost $6 million ayear. If we doublethat, dowe | 2 once we see in the outer years a deficit, so that --

3 want to go $10 or $12 million ayear to spendon | 3 and thisis the experience that | had with the

4 these programs? And | think that's the other 4 deficit. I'll talk to the other side after this. We

5 constraint on how far we go. But that'sdoneinthe | 5 say to ourselves, we look and say, okay, what are our

6 context of putting the programs together and looking | 6 optionsto meet that requirement. And again,

7 at what bill impacts are. 7 historically, DSM and all that has already been

8 But | think, as| said earlier, in the long run, 8 incorporated in the savings and so on. So we would

9 it may be that because they're cost-effective, you're | 9 look at either an on-system resource -- are there
10 going to lower the overall cost. But there'sstill |10 facilities on our system that we can expand, whether
11 kind of the near-term price shock of implementing |11 it be storage or the vaporization, where you can get
12 those levels of programs and the impacts on customer |12 more volumes on our peak day -- do we have pipeline
13 bills. 13 resources that we can increase. And specifically,
14 | think we were looking at the excerpt on Exhibit 5 |14 the last significant increase that we had in the
15 that showed the average system cost lower each year |15 portfolio is the addition of the Concord L ateral
16 that you forecasted with DSM;; correct? 16 project which went into servicein '09. Wefiled
17 A. (By Mr. Silvestrini) Yeah, | think that would bethe |17 that, as you folks know, in ‘07, and certainly
18 expectation, isthat you would -- if it's cheaper to |18 started our discussions with Tennessee Gas Pipeline
19 implement DSM than take more gas supply, then your |19 beforethat. Sol think we detail itinsomeQ & A
20 portfolio should cost less. 20 here. But call that athree-year planning period.
21 Q. Butisyour concern that, from an individua customer |21 That was probably a shorter planning period, in the
22 perspective, that it may be the system overall is |22 sense that it was to build a compressor station to
23 down, but my bill has gone up significantly? 23 meet that requirement. Whatever type of facility, if
24 (By Mr. Silvestrini) That'sright. Andthat'swhy | |24 you have to put in anew pipelineg, it depends on the
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1 say, if you trandate these two program costs to 1 areathat you're going through. If you have to have

2 implement the measures -- like | say, the current | 2 permitting and such, if you have to make filings with

3 program is about $5 million. If weincreasethatto | 3 FERC, we have to back that into the planning

4 $8 or $10 million ayear, there's a bill impact 4 schedule. So once we see, like |l said, in the outer

5 associated with that. 5 years of the five-year plan a need, we can continue

6 Q. Turning away from DSM and thinking about some of the | 6 to monitor that.

7 other components of the plan, but really the same | 7 We do our planning process every year, even

8 question, how does the planning function definefor | 8 though we only file our plan every two years

9 you what the right level of, let's take excess 9 formally. We do our planning process every year so
10 supply -- and | guess, Ms. Arangio, that'syour |10 that we're looking at this every year and have the
11 primary duty there. What isit in the plan that 11 most up-to-date information. Sorry. Let me slow
12 helps you to know what the right level of excessis? |12 down alittle. | just saw thesign. | know I'm
13 A. (By Ms. Arangio) | think it'swithin the plan that we |13 talking quickly.
14 documented. Within the plan, we talk about the |14 We update that every year with respect to the
15 planning process that we go through when we have |15 demand, as well as any contracts that we have coming
16 contracts that come up for renewal and we haveto |16 up for renewal. And then again, we also take into
17 make a decision, whether it be every fiveyearsor |17 account any other requirements, like the seven-day
18 every year, certain of our contracts arein 18 storage requirement that we have.
19 "evergreen status,” which means we can terminate them |19 So now we're looking at what volume of excess,
20 each year or we can continue to roll them over. When |20 if you will, is acceptable. Right now, we'rein the
21 we look at putting the plan together, we have at the |21 position that we do have excess supply in the
22 very end of the plan a-- | kind of live and breathe |22 portfolio. And we've discussed, and Mr. McCluskey
23 by the one sheet that says here's our peak-day 23 put it in histestimony, the reasons for that. We
24 requirement and here's what we have to meet our |24 have to make contractual commitments -- some, like |
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1 said, one-year, five-year, and the Concord Lateral | 1 answer to the question. And we don't have an exact
2 was along-term commitment we had to make -- sothat | 2 volume that says it's okay to look at excess or what
3 we can say, okay, if welook at that, doweneedto | 3 volume specifically is excess. But we'll also ook
4 have thisin the portfolio? We may not. For 4 at -- | think thiswas a question that | had earlier
5 example: An LNG facility. We may not necessarily | 5 referenced -- that we'll haveto look at the longer
6 have to execute -- excuse me -- haveto cal inthat | 6 term effects of, for example, potentially -- | think
7 for the peak day. But once those resourcesarein | 7 within our testimony we talked about -- in our
8 your portfolio, you have the ability tousethem. So | 8 rebuttal testimony we talked about if we run our
9 within the season we may not project that were | 9 models, and, for example, it says that we should
10 using, for example, LNG in our portfolio. But what |10 de-contract with pipeline capacity, we have to think
11 was experienced this past winter season, we did |11 about the long-term ramifications of that. And if we
12 expect to use some, but we used more volumes thanwe |12 do turn back pipeline capacity, isthat going to be
13 originally had forecast in our cost of gas because |13 there when we need it? So, in fact, we may -- for
14 they represented a least-cost dispatch. 14 example: We have a contract coming up for renewal
15 o, to target one individua resource to say 15 that's delivered off of the pipeline, our AES Granite
16 that that specific resource is the excess, we 16 State contract that's coming up for renewal in 2012.
17 really -- it's very difficult to do that when you 17 Well, if we make the decision -- that contract
18 just look at the numbers, because each resource |18 actually has different renewal terms. If we make
19 bringswith it flexibility. Every day weneedto |19 that decision, for example, not to renew that
20 have -- we need to meet our requirements for 20 contract, is that going to be there when we need it
21 balancing on the Tennessee Gas Pipeline. 21 in two or three years, or whatever the planning
22 Over thislast winter season, the 2010-2011 |22 horizon will be that we need to add capacity?
23 season, we had over 70 days within the 150-day or |23 So | guess the short answer to your question is,
24 151-day winter period that we had to keep withina |24 it'sreally quite a bit involved in looking at what
Page 102 Page 104
1 tighter tolerance on Tennessee. So we had to 1 we would contract for and not contract for, looking
2 nominate our volumes that we expected to forecast our | 2 at the long-term planning for the portfolio and how
3 customers to use for the day, make our nominationson | 3 to meet requirements.
4 the pipeline, and stay within a 2-percent tolerance. | 4 Q. Well, | guessalot of what you described sounded to
5 So one of the attributes for our supply needsisto | 5 me like operational decisions and individual
6 make sure we have the flexibility to do that, tobe | 6 purchasing decisions. And what istherein the plan
7 able to meet those requirements and stay withinthat | 7 itself that helps to inform those decisions? You
8 balancing tolerance and not incur any penalties. | 8 said there's no set requirement. Y ou must be
9 And then the reliability of it, there areissues | 9 X-percent excess for liability purposes or anything.
10 upstream on a pipeline. We all know that our 10 | take it there's no parameterslike that. So
11 on-system facilities, we reported those as our last |11 what -- are there any terms in the plan that guide
12 line of defense. Those are facilities that we have |12 you in making those purchase decisions or decisions
13 control to turn on. So whether that's for supply |13 about whether to go to this contract or to this
14 reasons or for system distribution pressure issueson |14 propane supply to make all of those operational
15 our own system, or if the Tennessee Gas Pipeline, if |15 decisions you make every day? Does the plan guide
16 we're not experiencing historical pressures that we |16 you, or does it -- it'swritten, but it doesn't
17 need to operate that, we can turn our own facilities |17 really have alot to do with what happens day to day?
18 to boost those pressures. 18 A. (By Ms. Arangio) Well, the plan pretty much describes
19 So when we look at -- we don't necessarily look |19 the processthat we look at. So, like | said
20 at afinite number and define that as okay to be |20 earlier, our driver isreally making sure that we
21 excess. Now well haveto look at that intermsof |21 have the resources to meet the design day and the
22 going forward and what each resource in the portfolio |22 design season. And we almost had adesign day in
23 adds to the portfolio. So we do incorporate both |23 2004, so we needed to meet what we statistically
24 price and non-price factors | guessisthesimple |24 planned for.
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1 And, you know, people think, oh, oncein40 | 1 incremental -- excuse me. When we have excess

2 years, oh, I'm not going to be here whenit'soncein | 2 resources within the portfolio, whether it be for a

3 40 years. Well, | was, and hopefully it won't occur | 3 day or any time period, we look to optimize those

4 for another 40 years. But that always hasthedriver | 4 resources and sell them in the marketplace. So |

5 of -- | think you asked aswell about conservative. | 5 think on page... let's see, of our rebuttal

6 We have the planning standards that we must have. So | 6 testimony... wait aminute, I'll just find it here.

7 the plan details all of that. Andthenit also 7 Oh, on Page 6 of 19 here, starting with Line 19, |

8 details the process in which we go through. 8 speak to, for instance, from November 2009 through

9 So when we look to renew a contract, wealso | 9 October 2011, the Company engaged in portfolio
10 look at alternativesthat are available at thetime |10 optimization activities. That reduced the cost of
11 and say, if welet this contract go, for example, |11 gasto customers by $2.1 million. So what we look to
12 what are the alternatives that we can meet those |12 do in the marketplace is to sell excess capacity on a
13 customer requirementswith. And if those 13 day or amonth, optimize the portfolio. And those
14 aternatives are more expensive or if they don't |14 savings and those revenues flow back to customers.
15 exist, or if they also don't provide the same 15 S0, to further elaborate alittle bit on why the
16 flexibility and reliability that you need that the |16 2011 date is correct, is we engage in some activities
17 current resource has, you also have to take that into |17 for atwelve-month period. So we know we have
18 effect aswell. Soit'sthe big picture. Butthen |18 guaranteed revenues coming back through 2011. We
19 it al boils down to, you know, on day-to-day 19 already know about that. We're already contracted
20 decisions, if we have a pressure issue, we need to |20 for those. And then there will be incremental until
21 make sure that we have aresource that we canturnon |21 that date. So we do -- anytime we have excessin the
22 to boost the system pressure so that we don't have |22 portfolio that we're not using to meet customer
23 any impact on that day for customers. Soit'skind |23 requirements, we do look to optimize those assetsin
24 of abig picture that goes down to really a 24 the marketplace. And those revenues then do flow

Page 106 Page 108

1 day-to-day issue aswell. 1 back to customers, and they see that as areduction

2 Q. You also said that you have to make investments, | 2 to the gas cost.

3 "lumpy investments," and then "grow" into them. | 3 But the plan itself does not give you athreshold

4 A. (By Ms. Arangio) Right. 4 amount over which you should be looking for those

5 Q. Andyou're currently in excess because both of some | 5 opportunities, or does it?

6 those big investments and because of thedropin | 6 (By Ms. Arangio) No. That's actually -- it doesn't

7 demand in the economy. How long are you projecting | 7 have a prescribed volume. That's part of the

8 it will take to grow into that supply? 8 management of the portfolio, so that -- for example:

9 A. (By Ms. Arangio) At thistime, we're-- well, that | 9 In the off-peak period, which we look to in the gas
10 will be flushed out when -- that's why, one of the |10 supply world as April through October, typically we,
11 reasons that we're looking to file -- well, 11 along with our brethren in the Northeast, have excess
12 obviously, we need to file our next supply planin |12 capacity in the summertime, because most of our
13 February, anyway -- isto use dl of the most updated |13 capacity obviously is used to meet the peak periods.
14 information that we have to determine what that time | 14 And that may also be just on transportation volumes.
15 periodis. Sol can't tell you at this moment in 15 It may be on storage volumes. It may be on LNG and
16 time what that is because we don't have the updated |16 LPG volume. Anything that we wouldn't be using to
17 information. 17 meet customer requirements that we can sell and that
18 Q. Do you make decisionsto sell off any of your supply? |18 we make sure that -- in our port portfolio, for
19 Isthere a market to sell off any of your supply to |19 example, we haveto -- we create what we call a
20 recoup some of the costs? 20 "storage rule curve' at the beginning of each winter
21 A. (By Ms. Arangio) Oh, certainly. Within our rebuttal |21 season. So that dictates where we need to be with
22 testimony -- | think it might have beenthefirst |22 our level of storage in our underground storage
23 question somebody asked. | think the OCA asked about |23 facilities, aswell as our supplemental facilities,
24 if we had an incorrect date. When we have 24 so we don't -- we actually have arequirement herein
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New Hampshire that we need to be at a certain level
by the end of every month. And we know that. So
that dictates alot of the reliability and the
volumes, per se, that we know we have as excess. So
let'sjust say, for example, if we're at the end of
the month and we know we have to be at a certain
level in storage, and we have five days | eft, and if
we see Whether that requires usto pull our full
volumes out of storage, we know we don't have those
as excess for those five days. But if we had maybe
10 days of excess, and we only had five days|€ft in
the month, then we know we have those five days as
excess. Soit'saso, aswell, based on the
operating parameters in the upstream pipeline. And
what | mean by that is, typically when it gets colder
or if there are issues in the marketplace when -- for
example: Sometimes, often Sable Island will go down
or sometimes Repsol LNG didn't have a ship coming in
during a period of time, and you see the market
tighten because the supply situation's tightened.
And so what that means, in addition to typically
higher pricing within the Tennessee Zone 6 area that
we're located in, it also means the tightening of the
balance on the pipeline. So that's when the upstream
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'08-'09 winter period where we utilized propanein
lieu of our Granite State -- and | also called that
"AES." | apologize -- contract. | don't know the
specific reasons in the '08-'09 period, off the top
of my head, why we would have done that. But
typically we would dispatch propane, either propane
or LNG to meet system pressure requirements or to
balance at the very end of the gas day if we
needed -- if we had a higher load than what we had
planned for. The AES contract requires us to
nominate that gas the day before. Soif we have a
weather front coming in and it comesin earlier
rather than later, and the customer requirement is
such that we need more supply, our on-system
facilities are the supplies that we can call in
ourselves, that we don't have a nomination
requirement to meet. So we know that we may aso
have a requirement, must-take requirements. And
again, off the top of my head, the '08-09 winter
period, it's not off the top of my head. But we also
sometimes have must-take requirements with the supply
contract, that we have to take certain volumes. |
don't know if that was a specific instance that he
cited. But we sometime have must-take volumes that
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pipeline, instead of allowing you a 10-percent daily
tolerance from the nomination to your usage, it has
to go down to 2 percent before they incur either a
balancing charge or apenalty. So we haveto aso
take those parameters into account when we look at

what we optimize as well and what we hold on to, to
make sure that we can meet our customer reguirements.

. Mr. McCluskey took the Company to task for, in his

view, turning to propane more than really it should
have and that there was a more cost-effective
approach with the Granite Ridge contract.
Isthere -- what isthere in the plan that helps

you make those decisions with which way to go when
you need to pull on supply? Isthere anything that
guides you in using propane at a particular time?
(By Ms. Arangio) | think our best guidance isthe

least-cost dispatch in areliable manner. And what |

mean by that is that we know we have an obligation
to, once resources are in the portfolio and
contracted for, we have an obligation to dispatch
those in aleast-cost manner. But | also put on that
caveat thereliability. If certain timeswe may --
and | know Mr. McCluskey, in histestimony, there was
areference to specific days, | believein the
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. Inthe recommendations that Mr. McCluskey made, and

. (By Ms. Arangio) I'll speak to the supply resource
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we have to, because we have to contract for them to
meet customer requirements. | believe, if I'm
thinking about it, in the '08-'09 period, the Concord
Lateral project wasnot in service. So | believe we
had to contract for certain liquid supplies, be it
LNG or LPG, to make sure that we had sufficient
volumes to meet peak-day and the seven-day
requirement. So that may have also been afactor.
So those things are taken into account as well, why
we would dispatch certain supplies over other
supplies.

the Company has agreed to accept, do you anticipate
that that will require a significant changein the
plan being developed for 2012 in substantive
management, or isit more that it will entail greater
detailed explanation of things that are already going
on?

portfolio and let Mr. Silvestrini and Mr. Poe speak
to other issues.

But | think, in fairness, we can say they're
probably some of the things we take for granted that
wedo every day. So, infairnessto Mr. McCluskey,
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1 some of his points, it could be more detailed within | 1 the dispatch decisions that the Company hasin fact
2 the plan and future plans going forward. And, you | 2 made?
3 know, the Company has obviously agreedtodothat. | 3 A. (By Ms. Arangio) Yes. In each of the
4 So if we need to document different types of 4 reconciliation -- the COG reconciliation filings, we
5 decision-making or expand on certain things, whichhe | 5 typically detail most of why we dispatch,
6 alluded to in his recommendations, we certainly agree | 6 specifically in the winter period, why we dispatch
7 to do that. And that would make some sense, sothat | 7 certain supplies over other supplies. Yes, that is
8 the Staff has a better understanding of what, | 8 reviewed.
9 guess, isin our head and isn't necessarily on paper, | 9 Q. And so those years that are referenced by Mr.
10 so that they can understand why we make the decisions |10 McCluskey, those have already been the subject of
11 wedo. Andif they don't agree with that, we havea |11 review in a past docket by the Commission?
12 conversation about that. 12 A. (By Ms. Arangio) Yes. Specificaly, the '08-'09
13 Q. Any other comments? 13 would have been aswell.
14 A. (By Mr. Silvestrini) Yeah, | would say not magjor |14 Q. And assuming for the sake of argument that his
15 changes. | mean, the way these filings and 15 statement is correct, that the propane was higher
16 proceedings generally play out, when we comeinwith |16 cogt, isit your testimony that there could be
17 our plan and we present it, there are always tweaks |17 non-cost reasons that the propane was dispatched?
18 and improvements that we make going forward. And1 |18 A. (By Ms. Arangio) Yes.
19 would put them under that category. 19 Q. Thisisaquestion for Mr. Poe. | want to show you a
20 | think one of the biggest changes we made was |20 data request responded to by Mr. McCluskey in this
21 putting DSM in asasupply side. | think that was-- |21 proceeding. I'll provide copiesto everyone. This
22 | would call that amajor change. But for here, it |22 isOCA 1-3. AndI'djust ask you to read that and
23 was more just a modification and explanation of what |23 refresh yourself for a minute while | provide copies.
24 we're doing and an understanding of what the 24 (Witness reviews document.)
Page 114 Page 116
1 expectations from the Commission and the Staff are. | 1 MR. CAMERINO: Just for the record,
2 Q. Thank you. 2 I'll explain thisin aminute, but there's actually
3 A. (By Mr. Poe) | would agree with my co-workers. | 3 two pages attached there.
4 CMSR. IGNATIUS: Thank you. Nothing | 4 BY MR. CAMERINO:
5 else. 5 Q. And you seethat the Consumer Advocate asked Mr.
6 CHAIRMAN GETZ: Mr. Camerino,any | 6 McCluskey whether the Company had been asked about
7 redirect? 7 why Granite Ridge had not been utilized?
8 MR. CAMERINO: Yes, limited. 8 A. (By Mr. Poe) Yes, | seeit.
9 REDIRECT EXAMINATION 9 Q. Andwhat's Mr. McCluskey's response?
10 BY MR. CAMERINO: 10 A. (By Mr. Pog) Mr. McCluskey responds that the Company
11 Q. Letmejust start, Ms. Arangio, with something that |11 responded to Staff discovery ontheissue. It argued
12 Commissioner Ignatius was asking you about at the |12 that sendout requirements that exceeded the Company's
13 end. 13 pipeline capacity were met using less-expensive,
14 She asked you about a portion of Mr. McCluskey's |14 Company-owned supplemental resources. See response
15 testimony, where he referred to what he said wasthe |15 to data request entitled Staff 1-10."
16 Company using higher-cost propane rather than the AES |16 Q. And the second page that's attached, Staff 1-10 from
17 or Granite Ridge supply. Do you recall that? 17 DG 10-230, isthat the response Mr. McCluskey refers
18 A. (By Ms. Arangio) Yes, | do. 18 to?
19 Q. Andthat relatesto, if | understand correctly,a |19 A. (By Mr. Poe) That must be the response he's referring
20 past decision on which resourceto dispatchas |20 to.
21 opposed to something that would bein the supply |21 Q. And do you know, isthat docket a prior cost-of-gas
22 plan; isthat afair statement? 22 proceeding, meaning prior to today?
23 A. (By Ms. Arangio) That's correct. 23 A. (By Mr.Poe) Yes, itis.
24 Q. Arethere proceedingsin which the Commission reviews |24 Q. And so the issue that was asked about by
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1 Ms. Ignatius -- by Commissioner Ignatius wasinquired | 1 customers could be energy-efficient, but the

2 by the Commission Staff. 2 Company's load could continue to grow?

3 A. (By Mr. Poe) Yes, it was. 3 A. (By Mr. Silvestrini) That's correct.

4 MR. CAMERINO: Couldwemark thatas | 4 Q. Mr. Silvestrini or Mr. Poe, would you just explain

5 Exhibit 6 for identification. 5 very briefly how you -- you refer to the "resource

6 CHAIRMAN GETZ: well mark thetwo | 6 mix run of the SENDOUT model" and the "optimization

7 pages as Exhibit 6 for identification. 7 run." And as simply as possible, explain what each

8 (The document, as described, was 8 of thoseis.

9 herewith marked as Exhibit 6 for 9 A. (By Mr. Poe) Allow me. Certainly, the SENDOUT model
10 identification.) 10 has two main methods of operating: One of themis
11 Q. Andto go back to my line of questioning with you, |11 simply the optimization method which we have used
12 Ms. Arangio, what the supply plan deals with isthe |12 countlesstimes in prior forecasts.

13 decision to procure or obtain the rightsto supplies |13 In an optimization run, the Company's portfolio
14 and capacity -- is that correct -- not which will 14 is represented by its empty queues, and AC queues,
15 actually be dispatched when each day comes? Isthat |15 the demand charges and commodity charges that it
16 afair statement? 16 faces. The commodity charges of the supplies and all
17 A. (By Ms. Arangio) Yes, itis. 17 of the contracts are assumed to be fixed, so all the
18 Q. And sincel'm using the words "supply" and 18 demand charges are sunk. And the objective function
19 "capacity," because I'm alittle concerned that they |19 of the linear program within the model isto minimum
20 may have been used interchangeably today. Isthe |20 the overall cost. The way to do that would be to
21 issue that you understand Mr. McCluskey tobe |21 purchase in aleast-cost fashion the commodities that
22 concerned about, excess supply or excess capacity? |22 are availabletoit. And that would be the long-haul
23 And if you could just summarize the difference. |23 Gulf gas, short-haul gas from Dracut, the LNG and
24 A. (By Ms. Arangio) Sure. What | refer to as "capacity” |24 LPG.
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1 is pipeline capacity that we contract for and pay | 1 In aresource mix run, which was the last and

2 for, including, actually, our AES Granite State 2 final run of the model, the model's objective

3 supply contract, because that actually isabundled | 3 function is not just to minimize the commaodity cost,

4 contract that deliversto our city gate both supply | 4 but also the total dollars that are spent, including

5 and capacity. And "capacity" aswell wouldinclude | 5 the demand charges. So, certain contracts can be

6 volumes contributed with our own on-system facilities | 6 identified as you can vary this contract. Y ou can

7 aswell. That's capacity that we retain to meet 7 vary it by buying more or you could vary it by buying

8 requirements. Then we would fill that capacity with | 8 less. You could include things or exclude things.

9 asupply contract that would flow in the capacity, or | 9 And so the abjective function then of minimizing
10 purchase LNG or LPG refill volumesto fill the |10 costs is to minimize not only the commodity, but also
11 capacity. 11 the demand charges.

12 Q. Mr. Silvestrini, there was adiscussion you had with |12 Q. Soin describing -- | want to ask you about a

13 Commissioner Below about the Company forecasting load |13 description of the resource mix model. Inthe
14 growth. And what | want to ask you is, isit 14 resource mix model, does the model have the ability
15 possible for the Company to forecast overall load |15 to assume the contracts that in fact aren't

16 growth, but not necessarily agrowth in usage per |16 terminating in the period of review, can be

17 customer? 17 terminated? What would happen if you got rid of
18 A. (By Mr. Silvestrini) Yes, that's true. 18 contracts that actually don't have atermination
19 Q. And so those two things could be moving in different |19 date? Isthat one of thethingsit does? Or doesit
20 directions? 20 just look at termination, contracts that actually
21 A. (By Mr. Silvestrini) And in fact, generally they are. |21 terminate?

22 Our growth is coming from additional customers. At |22 A. WEell, it would al depend on how we actually model
23 the same time, use per customer tendsto decline. |23 it. It's our responsihility to appropriately model
24 Q. Doesthat mean that it's possible that individual |24 these contracts. If the question was, can we release
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1 a contract that will not terminate withintherun,we | 1 A. (By Mr. Poe) The date of the response was

2 would have to look at what might the cost be. If you | 2 December 28th, 2010.

3 put in enough parameters and enough data, youcan | 3 Q. And who asked him about the seven-day rule?

4 make that consideration. But a contract that will | 4 A. (By Mr. Poe) The Company had asked that question of

5 not terminate within atime period would not be | 5 him.

6 considered for resource mix. 6 Q. Sountil the Company asked, there was no indication

7 Q. Andwe had alot of discussion about the problems | 7 that he had given it any consideration?

8 that the SENDOUT model had in modelingtheDSM | 8 A. (By Mr. Poe) Correct.

9 resources. Wasthat problem in both the resource mix | 9 Q. And then one last question for Mr. Silvestrini, just
10 mode and the optimization mode, or in only one of |10 for clarifying the record. | want to show you pages
11 them? 11 Roman Numeral 1V-1V through VI of the IRP. And my
12 A. (By Mr. Poe) No, it was merely in the resource mix |12 question's pretty smple: | just want you to
13 mode when it was calculating the overall cost of the |13 indicateif that -- wherein the plan you summarize
14 DSM. 14 the consideration of the GDS DSM savings estimates.
15 Q. And so, for purposes of what'sin this supply plan, |15 Isthat the place in the plan?

16 all the optimization runs, the outputs are correct? |16 A. (By Mr. Silvestrini) Yes, itis.
17 A. (By Mr. Poe) Yes, that's correct. 17 Q. Okay. Thank you.
18 Q. And the problem islimited to the resource mix run? |18 MR. CAMERINO: That'sal | had.
19 A. (By Mr. Poe) That is correct. 19 CHAIRMAN GETZ: What was the cite
20 Q. Andisit possible for the supply plan to beviewed |20 again? Four dash --
21 as adeguate if only the optimization run was ableto |21 MR. CAMERINO: Roman Numeral IV-1V
22 model the DSM resources? 22 through V1.
23 A. (By Mr. Poe) Yes. 23 CHAIRMAN GETZ: Thank you.
24 Q. Lastly, Mr. Poe, you were asked some questions by |24 MR. CAMERINO: Thank you. |
Page 122 Page 124

1 Attorney Thunberg about Public Utilities Commission | 1 apologize. That's all of my redirect.

2 506.03, the so-called "seven-day rule." Doyou | 2 CHAIRMAN GETZ: okay. Thank you. Off

3 recall that? 3 the record.

4 A. (By Mr. Poe) Yes, sir. 4 (Commissioners confer off the record.)

5 Q. And I want to show you Mr. McCluskey'stestimony | 5 CHAIRMAN GETZ: Back on the record.

6 which has been marked as Exhibit 3 for identification | 6 Let'stake arecess. It's12:30. And well resume

7 and ask you what's the date on that testimony. 7 at 1:00 with Mr. McCluskey. Thank you.

8 A. (By Mr. Poe) September 24th, 2010. 8 (Whereupon the Witness Panel was

9 Q. Thank you. And canyou tell mewhereinthereit | 9 excused.)

10 discusses the seven-day rule at al? 10 (WHEREUPON, the Morning Session
11 A. (By Mr. Poe) The seven-day ruleisnot discussed |11 recessed for lunch at 12:30 p.m. and

12 within the testimony. 12 resumed at 1:21 p.m.)

13 Q. And your statement was that Mr. McCluskey'stestimony |13 CHAIRMAN GETZ: Let'ssee. Ms.
14 hasn't considered the seven-day rule? 14 Thunberg.

15 A. (By Mr. Poe) Earlier what | had said wasthat hehad |15 MS. THUNBERG: Thank you. Mr.

16 considered the seven-day rule, and | spokejust a |16 McCluskey, can you take the witness box.

17 little bit too soon, because | hadn't heard thefinal |17 Whereupon GEORGE McCLUSKEY was duly
18 part of the premise, which was "within the 18 sworn and cautioned by the Court Reporter.
19 testimony." He had considered the seven-day rule, |19 GEORGE McCLUSKEY, SWORN

20 but it wasin... yes, in -- thank you -- in the Staff |20 DIRECT EXAMINATION

21 response that he had provided, which | don't-- |21 BY MS. THUNBERG:

22 Exhibit 4, which hisresponse was discussing the |22 Q. Mr. McCluskey, I'd like to start with some

23 seven-day rule at that point. 23 background. If you could please state your full name
24 Q. Whenisit that he discussed the seven-day rule? |24 for the record.
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1 A. George McCluskey. 1 in October. 1 just wanted to make that known.
2 Q. And do you work for the Commission? 2 BY MS. THUNBERG:
3 A. |ldo. 3 Q. So, Mr. McCluskey, my question to you is, with this
4 Q. Andwhat are your responsibilities at the Commission? | 4 document, are there any changes or corrections that
5 A. I'massigned to the Electric Division, and | work as | 5 you wish to -- that you feel need to be made to this?
6 an analyst. And because of this, | can effectively | 6 A. | have one change, and it relates to Recommendation 5
7 be assigned to any type of case that the Electric | 7 on Page 8 of the testimony. In the testimony, |
8 Division handles, which | have, other than cost of | 8 recommended that the Company file within six months
9 capital. I've never been assigned towork on cost of | 9 of the date of the final order in this proceeding an
10 capital. 10 updated resource mix analysis. So this testimony was
11 Q. Haveyou worked on IRP dockets in the past? 11 filed in September of 2010. We're now amost nine
12 A. Yes. I'mactualy responsible for integrated 12 months later. | fully expected when | filed this
13 resource planning for both the Electricand Gas |13 testimony that the case would have been completed and
14 Division, which explainswhy | am testifying in a Gas | 14 that the Company would have been in the process of
15 Division case. 15 preparing the update. This case, this proceeding,
16 Q. And canyou briefly describe what you consider to be |16 got delayed for several reasons, but primarily
17 your area of expertise. 17 because of the Laidlaw case. | was essentially taken
18 A. Wadll, I've been doing utility work in the United |18 from this case and required to work on the Laidlaw
19 States for more than 20 years, and before that, 10 or |19 case, which, as you know, was -- took a-- was a
20 15 yearsin England. So my area of expertiseis |20 high-priority case. So we essentially had to put
21 really utility ratemaking in its broadest sense; 21 this case on hold while we went through the Laidlaw
22 specifically, work on rate design, cost-of-service |22 case. So we've had -- the Company's had this
23 studies, integrated resource planning, power 23 testimony nine months. It fully understands the
24 contracts, gas contracts, anything. 24 problems that Staff found with the demand-side
Page 126 Page 128
1 Q. Thank you. Thetestimony that you'll be providing | 1 assessment, the major problem being the code errors
2 today do you consider to be within your areaof | 2 that they found with the SENDOUT model. And | think
3 expertise? 3 that a reasonable recommendation would be to have
4 A. Yes, | do. 4 them file the update two months after the Commission
5 Q. And canyou please describe your involvement with | 5 issuesits order in this proceeding; so the thinking
6 this docket. 6 being, once the order goes out, and assuming the
7 A. I'mthelead analyst on the docket, which meansthat | 7 Commission agrees with Staff's recommendations on
8 I've reviewed the filing, I'veissued discovery, I've | 8 demand-side assessments, the Company would then go
9 coordinated technical sessions, settlement 9 make the adjustments, make the filing, Staff would
10 conferences, |'ve written testimony, and | have |10 review them, and | imagine the Commission would issue
11 responded to discovery. And today | am presenting |11 asupplemental order, and the two orders coming from
12 oral testimony. 12 the Commission would then form the basis of the 2012
13 Q. Andl'dliketo just show you adocument that'sbeen |13 filing that it would make. So it just seems wasteful
14 marked for identification as Exhibit 3 and just have |14 to have the Company spend another six months after
15 you to authenticate that for the record. 15 the order comes out in this case to file the resource
16 A. Yes, that'smy testimony in this case. 16 assessment, because it's going to -- because they
17 Q. Okay. Mr. McCluskey, with respect to Exhibit 3, do |17 need some closure in this case before they can really
18 you have any changes or correctionsthat you are |18 filethat 2012 file. So the way to do that, | think,
19 aware of that need to be made to this document? |19 is to have them make the update to the resource mix
20 MS. THUNBERG: Andif | could just |20 analysis two months after the Commission issues the
21 note for the record, Mr. McCluskey's testimony is |21 order. And that's the one change that we have.
22 dated September 24th, 2010. Subsequently, wefound |22 Q. Mr. McCluskey, have you read the rebuttal testimony
23 typographical errors, so arevised, corrected version |23 filed by National Grid?
24 for those typographical errorswould be -- wasfiled (24 A. Yes, | have.
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1 Q. Anddoyou have any -- in light of this rebuttal 1 sidetracked on that, if we -- so the issug, this
2 testimony, do you have any changesto the 2 excess, the Company's filing does not address how to
3 recommendations? 3 resolve that. The 2010 IRP does not even recognize
4 A. Inmy testimony? 4 that there is an excess. So | guess that's why the
5 Q. Inyour testimony. 5 filing does not explain what they're going to do
6 A. No, other than the onethat | just mentioned. 6 about it, because they don't even recognizeit in the
7 Q. Okay. | have some questionsfor clarifyingwhat | 7 first place. So, Staff addressed thisissue and said
8 Staff's position is, and I'd like to draw your 8 thisis significant excess. We're not talking about
9 attention to your rebuttal testimony. 9 the small excess, we're talking about significant
10 A. Just one moment while | find that. 10 excess. And we said that we think thefiling is
11 Okay. What page? 11 adequate [sic] because it doesn't address, from the
12 Q. Page4 of therebuttal testimony. And | direct your |12 planning standpoint, how the Company intends to deal
13 attention to Lines 17 through 23. And my question |13 with that excess. Should it stay, and what are the
14 is, does this description by National Grid accurately |14 arguments for it? Should it go, and what are the
15 characterize Staff's position in this docket? 15 benefits for getting rid of the excess? That'sthe
16 (Witness reviews document.) 16 kind of discussion that we would have expected to
17 A. No, it does not. 17 havein their --
18 Q. Andif it does not, can you please explain why, what |18 Mr. McCluskey, can | just interject? Because |
19 Staff's position is. 19 think -- | don't know if it was not articulated
20 A. First of al, on the issue of the demand forecast to |20 fully. Did you say that the filing was adequate or
21 be used in this separate proceeding, my testimony |21 inadequate?
22 does not address that. It simply recommendsthat a |22 Inadequate on that particular issue.
23 separate proceeding be opened, so the Company can't |23 MR. CAMERINO: Mr. McCluskey is
24 claim, based on the testimony, that Staff hasthis |24 realy, essentially, just repeating his testimony in
Page 130 Page 132
1 position that, what | call the "excess proceeding”, | 1 thiscase. | understand that if there are things
2 should be based on the demand forecast in the 2010 | 2 that were raised in the rebuttal testimony that he
3 filing. 3 hasn't had a chance to address yet, that he should be
4 Secondly, that is not Staff's position. Staff's | 4 given achanceto do that. But thisisjust a
5 position isthat if the Company has an updated 5 restatement of his position, and we're going to be
6 forecast available to it prior to the filing of the 6 here along time. If he can just make his casein
7 testimony in this separate proceeding, then we think | 7 more detail.
8 it's appropriate for them to use that updated 8 A. Okay. So, in proposing to essentially shift this
9 forecast as the basis of its defense of its position | 9 issue to the 2012 IRP, we are not resolving the issue
10 in the excess-capacity proceeding. So that'sour |10 of what do you do when you have an excess from a
11 proceeding -- our position. Sorry. 11 planning standpoint. That isamajor issue. And
12 Q. Okay. Thank you. 12 they, the Company, will not have the benefit of the
13 With respect to National Grid's position that's |13 Commission's thinking on that issue if the thing gets
14 been articulated in the rebuttal testimony, that this |14 rolled over to the 2012 filing.
15 excess proceeding wait for the 2012 IRP forecasts, |15 The other issue is one of timing, that if this
16 does Staff have any position on that? 16 issueis put into the 2012 filing, it could take a
17 A. Yes, | do. We're opposed to that. The issuethat we |17 year or more before that particular proceeding is
18 are addressing, based on the 2010 IRP, isthat the |18 completed. And because these are planning
19 Company has an excess of capacity relativetothe |19 proceedings, these are not cost-recovery or
20 design-day demand in each of the five years of the |20 rate-making proceedings. We've always taken the
21 forecast period. 21 position that we can't make a recommendation to
22 And | want to come back to thisissue of the |22 disallow costs because these are planning cases. If
23 definition of "excess," because | know Commissioner |23 something comes out of the planning document that has
24 Ignatius asked the question. But before | get 24 rate-making implications, and it's appropriate to
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1 addressit in arate-making proceeding -- the obvious | 1 Y ou really shouldn't have less than the design-day
2 one would have been the cost of gas -- those 2 demand, because that's impacting your reliability.
3 proceedings are very short, and there'sreally not | 3 But if you have more than the design-day demand, you
4 enough time in those proceedings to address thiskind | 4 are effectively imposing a higher reliability, which
5 of issue. Hence, we've proposed a separate, a 5 has to be paid for by customers. So if the

6 stand-alone proceeding to address cost issues 6 appropriate level of reliability is specified by the

7 associated with this excess. If we go throughthe | 7 design day, then the goal for the Company should be

8 2012 proceeding, get to the end of that, the 8 to have zero excess capacity, or something very

9 Commission thinks it's appropriate to address this | 9 small, avery small percentage above that level.
10 excess issue in a separate proceeding, now we're |10 CHAIRMAN GETZ: Thisisall coveredin
11 probably two years on before we redlly get tothat |11 your testimony; correct? | mean --

12 issue. During thistime, ratepayers are paying for |12 | think | may have aluded in my testimony to the

13 thisexcess. Wethink it's appropriate to addressit |13 fact that the design day is not a normal peak demand.

14 as quickly as possible and make adecision: Isit |14 It's something that happens once in 40 years,

15 appropriate to have that excess or not, and what are |15 typically, from a statistical point of view.

16 the cost-making consequences? 16 CHAIRMAN GETZ: Okay. Let'sfocuson

17 So we think it's just proposed by the Company to |17 anything that's new in response to the rebuttal,

18 roll this over and have further delay and further put |18 because we've had the opportunity to go through the

19 off the time, where we should be resolving thisissue |19 testimony.

20 once and for all. 20 BY MS. THUNBERG:

21 Q. Mr. McCluskey, there was some discussion earlier with |21 Q. Mr. McCluskey, there was a question posed earlier,

22 National Grid on trying to get their opinion on what |22 which | don't think you have addressed in your direct

23 theright level of excessis, and you started 23 testimony, about how long it would take the Company

24 aluding toit. But | waswondering if you could |24 to grow into this excess. And does Staff have a
Page 134 Page 136

1 succinctly offer Staff's opinion on that question: | 1 position on that?

2 What istheright level of excess? 2 A. Yes. Excessthat we calculated, we estimated the

3 A. Theexcessthat we'retalking about isrelativeto | 3 rate of growth reflected in the Company's load

4 what's known as the design-day demand, rather than | 4 forecast that's in the 2010 filing; it would take 17

5 the actual peak-day demand in any particular year. | 5 yearsto absorb that excess. So if the rate of

6 The design-day demand is an estimated demand, peak | 6 growth in the future is higher than that, then the

7 demand, for the company based on certain extreme | 7 number of yearswould beless. If it'slower, then

8 weather conditions, conditions what are not likelyto | 8 it would be longer.

9 appear for, could be many, many years beforewe | 9 Mr. McCluskey, I'd like to draw your attention to
10 experience these conditions. So it'sademand which |10 Page 8 of your rebuttal testimony. And theresa
11 is considerably above typical peak-day demands. |11 statement on Line 9. If the pipeline capacity is
12 So, in effect, what that design-day demand does, |12 turned back, does Staff have an opinion on whether it
13 it requires the Company to have a certain amount of |13 would recommend pipeline capacity being turned back
14 resources that are in excess of normal peak demand. |14 or not?

15 So you've aready got areserve built in, in order -- |15 No. Staff certainly does not suggest that pipeline
16 for what purpose? In order to providealevel of |16 capacity would be turned back in order to deal with
17 reliability that, if weather conditions from year to |17 the excess. We said that it would be -- the obvious
18 year do vary, that they will have sufficient 18 candidate would be the highest-cost resource. And
19 resources to handle those without cutting off 19 highest-cost resource, from a variable-cost

20 customers. That'stheideaof it. It'sastandard |20 standpoint, is the Company's propane facilities. So
21 to maintain reliability. 21 if adecision is made to reduce the excess through
22 The excess that we refer to in our testimony is |22 retiring or terminating certain contracts, then we
23 over and above that. So when you say, what'sthe |23 think the propane plants would be the obvious
24 appropriate level of the excess? My answer iszero. |24 candidate to do that and not the pipeline capacity.
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1 Q. My last question to you, Mr. McCluskey, andyou | 1 from apractical standpoint you may not be ableto
2 started answering this earlier, but I'd liketokeep | 2 achieve that kind of saving that you got from your
3 it in one succinct place, is now that you've heard | 3 planning studies, so you might have to trim it back.
4 with respect to Recommendation No. 5 that the Company | 4 And obvioudly, everything has got to be
5 would rather submit its updated resource mix analysis | 5 cost-effective. And Mr. Silvestrini did say that
6 with the 2012 IRP rather than the 2010 IRP, doyou | 6 rate impact is also amajor consideration. And |
7 have an opinion or have any concerns with that 7 certainly agree with that. To me, that's the last
8 Company-suggested approach? 8 step in the exercise. Y ou go through this resource
9 | thought | already responded to that, indicating | 9 planning exercise, compare it with the work that's
10 that the Commission really needs to have the correct |10 being done on the potential for doing DSM. And then
11 demand-side assessment and the associated least-cost |11 the last step isto say, well, how much is this going
12 Integraded Resource Plan in this proceeding in order |12 to cost; what's it going to mean to customers who
13 to give them guidance asto what to include in the |13 don't directly benefit from these programs; is that
14 2012 filing. 14 the kind the rate of impact that we can agreeto. So
15 Q. Thank you. 15 that's the process. | think it all starts with the
16 MS. THUNBERG: Mr. McCluskey is |16 planning document in the planning proceeding and then
17 available for questioning. 17 works its way through to the core programs, with rate
18 CHAIRMAN GETZ: Ms. Hatfield. 18 impact being the last issue for consideration.
19 MS. HATFIELD: Thank you, Mr. 19 MS. HATFIELD: Thank you. | have
20 Chairman. 20 nothing further.
21 CROSS-EXAMINATION 21 CHAIRMAN GETZ: Thank you. Mr.
22 BY MS.HATFIELD: 22 Camerino.
23 Q. Good afternoon, Mr. McCluskey. 23 CROSS-EXAMINATION
24 A. Good afternoon. 24 BY MR. CAMERINO:
Page 138 Page 140
1 Q. Do you recall some of the cross-examination questions | 1 Q. Good afternoon, Mr. McCluskey.
2 that you asked Mr. Silvestrini about the rebuttal 2 A. Good afternoon, Mr. Camerino.
3 testimony as it relates to the GDS study? 3 Q. Ijust want to start with some general questions
4 A. Yes. 4 about your rolein this proceeding. You said you
5 Q. Anddo you recall Mr. Silvestrini saying that it 5 were the lead analyst on the case, and I'm wondering
6 would be -- it is necessary for the IRP planning | 6 if -- that implied to me that there were other people
7 process, asit relatesto DSM, to be better connected | 7 on the team that devel oped this testimony. |sthat
8 to planning and goal setting in the core dockets? | 8 correct? Or were you the person whao's responsible
9 | don't recall exactly what he said. If hedidsay | 9 for the testimony?
10 that, | certainly agree with that. | think it's 10 A. | drafted thetestimony. | had discussions about the
11 critical to inform the decisionsthat are making -- |11 ideas reflected in the testimony with Mr. Frink and
12 that are made in the core programs with analysis done |12 Mr. Wyatt. But | was essentially the only analyst
13 in the planning dockets. 13 assigned to the case, so -- so that'safact. You
14 Q. Soif autility found in a planning docket that there |14 can draw whatever you want from that.
15 was significant additional demand-side resource |15 Q. What I'm trying to understand -- and I'm not going to
16 available at low cogt, that that should inform the |16 dothis. Butif | wereto ask Mr. Wyaitt to take the
17 goal setting and the efficiency docket? 17 stand, would he, asyou did, say that the
18 A. Yes, limited by -- first of all, you could dothe |18 supplemental facilities, these peaking facilities,
19 kind of resource mix analysis that was done, just |19 should be retired?
20 comparing the cost of DSM programs with supply-side |20 A. We've had considerable discussions -- | had
21 programs, and that might say there's a certain 21 considerable discussions with Mr. Wyatt and Mr. Frink
22 quantity of supply that could be avoided by DSM. If |22 onthisissue. And they agreed with my analysis. In
23 that quantity is significantly above the results of |23 fact, my testimony on thisissue saysthat the
24 the potential study, then you might conclude that |24 Commission should open a separate proceeding to
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1 examine whether it's appropriate to retain or retire | 1 Manchester propane facilities are the facilities that
2 these facilities. And | think, after we go through | 2 I'm referring to.
3 that proceeding, it's possible that Staff has a 3 Q. Okay. Andthose have-- | just want to make sure |
4 different position than what we have here. Butbased | 4 have the numbersright. The storage capacity listed
5 on the information that we obtained in thiscase, we | 5 next to them, Nashua says 23,672, and Manchester says
6 think -- | think that the issue of the retirement of | 6 47,317. Arethose the two you're referring to?
7 the propane facilities isthe obvious candidateto | 7 A. That's correct.
8 address the excess situation. 8 Q. Okay. And so if the Commission were to decide to
9 Q. And haveyou talked with Mr. Knepper tofindout | 9 open another docket to consider whether peaking
10 whether he shares the view that the Commission should |10 facilities should be retired, those are the two that
11 open a separate docket to consider retiring those |11 you're asking consider retirement of ?
12 facilities? 12 A. That's correct.
13 A. Mr. who? 13 Q. Okay.
14 Q. Mr. Knepper. Randy Knepper. 14 A. Or putitthisway: Thosetwo facilities would be
15 A. No. 15 the subject of the separate proceeding if it was
16 Q. Canyou-- I'dlikeyou to just identify the 16 determined that the excess capacity should be
17 facilities that we're talking about so that we're 17 addressed in thisway.
18 clear which onesthey are. Canyoufirstjusttell |18 Q. Isitfair to say that the, quote, unquote, excess,
19 us where those facilities are located and what kind |19 the amount of that excess is something that can and
20 of fuel they use? 20 will change over time, go up and down, depending on
21 A. Thefacilitiesthat | reference in my testimony are |21 numerous factors?
22 the Nashua and Manchester propane facilities. |22 A. Yes. Thetwo factors cometo mind. The primary
23 Q. And sowe'retaking about only propane, not natural |23 factor | think would be the future demands for gas,
24 gas? 24 and, in particular, the design-day demands. So the
Page 142 Page 144
1 A. That'scorrect. 1 Company's forecast of the design day over time would
2 Q. Becausel think in your testimony you did make some | 2 be afactor, and which reflects their expectation of
3 reference that some of the LNG facilitiesshould be | 3 the growth and demand of existing and new customers,
4 considered for retirement. 4 and whether any other resources have been added or
5 A. |think | saidif the objective wasto totally remove | 5 subtracted. So the existing other resources may be
6 the excess, then the Nashua and Manchester capacities | 6 subtracted. New resources, a FERC capacity may be
7 would not do that, and one option would beto retire | 7 added. And obviously, those two factors would
8 some LNG. But | believe my recommendation laterin | 8 determine whether the excess increases or decreases
9 the testimony isto look at the retirement of the 9 over time.
10 Nashua and Manchester propane facilities. 10 Q. And those are factors that change with each planning
11 Q. Sodoyou havethe IRPin front of you? 11 period, each IRP that isfiled, each supply plan that
12 A. Dol have what? 12 isdeveloped. Isthat afair statement?
13 Q. Thecopy of Exhibit 1, the filing. 13 A. Weél, certainly the design-day forecast would tend to
14 A. No, my attorney does. 14 change because of one's view of the economy going
15 Q. If you don't mind me coming up there with you? I'm |15 forward, plus expectations about the amount of
16 going to ask you to look at Page 1V-51, whichisa |16 demand-side management on the company's system. And
17 chart entitled "Supplemental Resource.” Andthat'sa |17 so they would clearly be reflected in the new
18 list of all of the on-system peaking facilitiesthat |18 design-day forecast. And, asyou said, it could go
19 the Company has; isthat afair statement? 19 or go down.
20 A. That'scorrect. 20 Q. Now, you would agree, | take it, that the Company,
21 Q. And so the onesyou're referring to are somewhereon |21 when it has these resources, can do things to
22 that list? 22 mitigate the cost of those resources, to the extent
23 A. | do see Manchester and Nashua propane. We have both |23 they're not needed to serve customers; isthat afair
24 vaporizations and the storage. So the Nashuaand |24 statement?
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1 A. Whenever the Company has excess, theleast -- if it's | 1 A. Correct. What I'm saying, the actual cost savingsto
2 determined that the least cost -- sorry -- the 2 the customers will depend on the accounting rules
3 highest-cost resource is the propane facility, then | 3 associated with the retiring plant. If the
4 that's the -- those are the facilities that are most 4 accounting rules say that the Company can recover the
5 likely not to be used going forward. So, absent | 5 undepreciated cost, but not the return on the
6 retiring those facilities, | think your question is 6 undepreciated cost, then customers save areturn. If
7 how can the Company realize some value for the | 7 it's the opposite, the Company can't recover the
8 benefit of customers. 8 undepreciated investment, but can continueto earn a
9 Q. No, actualy. My question was, when the Company has | 9 return, then it gets to save the undepreciated cost,
10 capacity that it doesn't need on any given day for |10 the annual costs associated with that. 1t depends on
11 any reason to serve its customers, there are things |11 the accounting rules.
12 that it can do to obtain value for those resourcesin |12 Q. And my question is, when the Company has capacity in
13 the marketplace; are there not? 13 its portfolio that it doesn't need on any given day,
14 A. Thereare. But we're not talking about any given |14 it can generate value for its customers by making
15 day. We'retalking about the design day. The 15 that capacity available to the marketplace; can it
16 resources that they need for the design day. The |16 not?
17 Company is not going to sell off temporarily any of |17 A. It can, if it's pipeline capacity that you're
18 its pipeline capacity in order to achieve some value. |18 referring to. But | don't accept the statement if
19 That is one of the lowest-cost resources. So that's |19 it's a propane plant capacity, because essentially
20 why I'm focusing on the highest-cost resource. If |20 there's no market for it.
21 there's excess, you go to your highest-cost resource, |21 Q. Weéll, the propane plant capacity brings with it some
22 and you're asking the question: Can we realize some |22 propane that'sin storage also, doesn't it?
23 value for that? Well, what can we do withit? You |23 A. Itdoes. Well, the storageisvery small. It hasto
24 can produce propane for some third-party supplier of |24 be. It'svery small quantities, which explains why
Page 146 Page 148
1 propane. Potentially that might provide some 1 the Company hasto be refilling that storage on a
2 additional dollarsthat offsets the fixed cost of 2 continuous basis.
3 these facilities. But typically there'snot amarket | 3 Q. And soif the Company has this propane capacity that
4 for propane facilities. 4 it knows it could use to serve customers, it could
5 Q. You gavethe Commission an estimated figure of how | 5 release other capacity, couldn't it?
6 much, what you called the excess capacity, was | 6 A. If it wereto release other capacity, there might be
7 costing customers. Do you recall that? 7 acost to customersin doing that. The capacity that
8 | gave an estimate of the cost that the Company is | 8 you want to release is the capacity that's most
9 recovering through rates associated with itsLNG and | 9 costly on the system. Y ou don't want to release the
10 propane facilities. Isthat what you'rereferring |10 least-cost capacity.
11 to? 11 Q. Onapeak day, might that capacity be extremely
12 Q. Andyou -- that's the number I'm referring to. And |12 valuable?
13 were you not suggesting to the Commission that those |13 A. Which? The propane capacity?
14 are costs that the Company could avoid by retiring |14 Q. The pipeline capacity.
15 those plants? 15 A. It'spossible. Butin order for it to be a benefit,
16 A. Wedll, first of all, we weretrying -- we provide-- |16 you'd have to receive more than the demand charges
17 Staff provided afigure for LNG and propane 17 that they're paying. And | believe there'sa-- the
18 facilities. We attempted to get from the Company -- |18 FERC has a -- what's the word -- acap on the
19 Q. I'mjust asking you if your testimony, the number |19 capacity-release price. So | don't think they would
20 that you estimated -- I'm not asking you about how |20 actually make any money in releasing, during the
21 you obtained it -- the number that you're estimating |21 winter months, the pipeline capacity.
22 was intended to give the Commission your best sense (22 Q. What if it was bundled with supply?
23 at thistime of what could be saved per customer by |23 A. It'spossible. | don't know the answer to that.
24 retiring those facilities. 24 Q. And somy only point isthat when you start to
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1 estimate a cost to customers of what you call the | 1 A. | do recall asking for the update, but | don't recall

2 excess capacity, you haven't netted out any revenues | 2 when.

3 the Company gets from optimizing its portfolioevery | 3 Q. Okay. And do you recall saying that your primary

4 day, have you? 4 concern was that the actual datain the plan ended in

5 A. That'scorrect. That isasubject for the separate | 5 May 2009 and that there had been a significant

6 proceeding. 6 recession that could affect the data since then?

7 Q. And soin this separate proceeding, one of thethings | 7 A. | think that was the reason for asking for the

8 you envision is some kind of determination of what's | 8 update, yes.

9 the next savingsto customers of retiring this 9 Q. Okay. Youdidn't want to wait for that update data
10 so-called excess capacity. 10 until the Company did its next forecast. Do you
11 A. That's correct. 11 recall that? You wanted it right away.

12 Q. Andif that -- asthat net figure gets smaller, the |12 A. | don't recal that, no.

13 argument for retiring those facilitieswould get |13 Q. Your goa was to see the impact of the March -- of

14 weaker; correct? 14 the recession on data through March 2010, wasn't it?

15 A. | think that'strue, yes. 15 That's what you told the Company.

16 Q. Okay. And | guessthe only reason | really wantto |16 A. | certainly did. The Company's forecast was based on

17 pursue that line of questioning is, in your initial |17 actuals ending at a certain point. And the pointin

18 testimony you said that the cost -- and just tobe |18 time that we were sitting and having these

19 fair, you said the contract cost incurred for 19 discussions was sometime after that. And | ssmply

20 committed resources cannot be avoided through |20 asked the Company to update the forecast to take into

21 under-utilization. So you didn't mean in that 21 account the more recent actuals that were available

22 statement to say that there wouldn't be mitigation of |22 toit.

23 that larger total cost figure, did you? 23 Q. And that wasimportant data to you, wasn't it?

24 A. Could you point where you were referring to? 24 A. ltwaspart of theanalysis. | wasinterested to see
Page 150 Page 152

1 Q. | wasafraid you were going to say that. I'mjust | 1 whether it had any impact on the forecast.

2 not sure I'm referring to the right version of your | 2 Q. Soin your expert opinion, updating the data by one

3 testimony. | apologize. Well, the short answerto | 3 year might have a significant impact on the overall

4 your guestion is, no, | can't. But let mefindit. 4 plan and the decision-making process.

5 A. | don'tthink I can respond to the question then. 5 A. I'mnot sure whether | would go that far. Updating

6 Q. Yeah. I'msorry. I'll pull it for you. 6 the load forecast could certainly have impact on this

7 (Pause in proceedings) 7 excess-capacity issue, if that's what you're

8 BY MR.CAMERINO: 8 referring to.

9 Q. I'mnot going to delay usright now. Butwelllook | 9 Q. By oneyear.

10 for it and I'll come back to it. 10 A. It would depend on what happened in that intervening

11 Now, you testified that the excess capacity is |11 period; were the changes significant, or was there

12 the result of two factors. The Concord Lateral 12 very little change. So it would really depend on the
13 coming into service and a downward adjustment inthe |13 circumstances.

14 company's load forecast because of the economic |14 Q. You needed to see the data before you would know.
15 recession; isthat right? 15 A. |don't-- | recall asking the Company to update it.

16 A. Those are the primary things. There may be others. |16 Whether it was for this excessissue, | couldn't say.
17 But to me, those are the obvious things. The Concord |17 Q. Inyour testimony, you say that the Company is well

18 Lateral capacity camein just at the wrong time, when |18 positioned to eliminate the excess because there are

19 the load forecast went down, resulting in this excess |19 several existing resources that are due to expire.

20 capacity. 20 Do you recall that? It's on Page 9?

21 Q. Andyou may recall that there was atechnical session |21 A. Page 9?

22 held last June, in 2010. And at that time, you asked |22 Q. And | haveto apologize. | may be working from a
23 the Company to update the load forecast in the plan. |23 different version of your testimony, so...

24 Do you recal? 24 A. What line are you referring to?
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1 Q. Well, minesaysLines7to9, but... 1 A. Yes, | saw theresponse. First of all, the Company

2 (Witness reviews documents.) 2 did not addressinitsfiling in the cost-of-gas

3 Q. Yes Lines7to9. 3 proceeding why Granite Ridge is not addressed.

4 A. Yeah. Itactually saysthat there were severa 4 Staff, in the cost-of-gas proceeding, asked the

5 existing resources due to expire during this period | 5 question: Why isit not dispatched? The Company

6 or can beretired at any time. 6 came back without any data and said that they use

7 Q. Hmm-hmm. So the potential expiration of contractsis | 7 less costly resources. And based on the data

8 another way to deal with the excess; right? 8 available to mein this proceeding, it's that the

9 A. Yes, that'sapossibility. | think I've indicated 9 variable costs of Granite Ridge are lower than the
10 that the way to address the excessisto choosethe |10 variable cost of propane, which suggests that it
11 approach that is more -- most beneficial to 11 should be dispatched before propane, which isthe
12 customers. You make aleast-cost decision. Soif |12 opposite to what's happening. So my recommendation
13 it's more beneficial to allow some existing firm |13 on Granite Ridge here is that in the next cost-of-gas
14 supply contracts to expire, then you do that. If |14 proceeding, the Company has to address directly with
15 it's more cost-beneficial to retire some existing |15 documents to show that the Granite Ridge resource is
16 on-system facilities, then you do that. 16 less -- is more costly than propane; and hence, it's
17 Q. Soyou keep the less costly -- all things being 17 not dispatching of the resource is appropriate.
18 equal, you keep the less costly resource, and you |18 That's the issue the Company needs to address with
19 terminate or retire the more costly resource. 19 data, instead of just saying, well, we dispatched a
20 A. Generdly that's what you would do, yes. 20 less costly resource. We need to have the evidence
21 Q. AndinthelRP, inyour review of the IRP,you |21 to that effect.
22 identified a concern regarding the Company'susageof |22 Q. So you're not saying you don't believe the Company's
23 Granite Ridge. Do you recall that? 23 answer. You just want to understand the basis for
24 A. Correct. 24 that response.

Page 154 Page 156

1 Q. And your concernisthat Granite Ridgehadn'tbeen | 1 A. My jobisto verify, not to accept what a Company is

2 utilized -- or wasn't forecast to be utilized is 2 saying.

3 maybe a better way to put it. 3 Q. So, assuming --

4 A. Well, there's a couple of issues. 4 A. And| assume it's the same with regard to the Staff

5 Q. Wadll, first answer my question. The concernyou | 5 assigned to the cost-of-gas proceedings.

6 expressed isthe failure to utilize, and the 6 Q. So, assume that the Company's answer was true,

7 forecasted non-utilization of Granite Ridgeisa | 7 correct, and that the propane -- that the

8 concern you expressed; right? 8 supplemental supplies that were dispatched were less

9 A. There'stwo issues I've expressed withregardto | 9 costly than Granite Ridge. It's possible the Company
10 Granite Ridge. Oneisthat in the forecast comparing |10 might select Granite Ridge to retire; correct?
11 resources with demand, Granite Ridge, whichis 15,000 |11 A. That's correct.
12 MMBtu of capacity is quite alarge resource, isnot |12 Q. Now, you've indicated you're familiar with the
13 on theresource side. Sothat'sanissue. Why is |13 Commission's seven-day rule. That'sthe PUC
14 that? 14 503.06 -- 506.03?
15 And then there's the issue of, well, isthe 15 A. Yes, | am.
16 Granite Ridge resource being dispatched? Isit more |16 MR. CAMERINO: And I'm going to -- |
17 costly or less costly than other resource? Andif |17 don't think we need to mark this because it'sa
18 it's less costly, why is not being dispatched before |18 Commission rule. But | thought it might be helpful
19 other more costly resources? Those arethetwo |19 for everybody to have a copy in front of them.
20 issues that | addressed with regard to Granite Ridge. (20 BY MR. CAMERINO:
21 Q. And we saw before that the Company provided an |21 Q. Sol just want to have that for reference. Andin
22 explanation in the last cost-of-gas docket that 22 your response to National Grid's 1-5, which we've
23 Granite Ridge was not dispatched because less costly |23 previously marked as Exhibit 4, you explain how you
24 supplemental supplies were able to be used; correct? |24 took the seven-day rule into account; correct?
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1 A. That'scorrect. 1 that'swhat | used. How that is built up isthe
2 Q. And essentially what you do isyou figure out what | 2 Company's responsibility.
3 your pipeline -- firm pipeline supplies are, you 3 Q. Okay. And so assume for the sake of argument that
4 figure out what's the remaining capacity that you | 4 the Company in fact used all of its current firm
5 need to serve the design day, and you multiply that | 5 pipeline supplies. Granite Ridge would be in there,
6 differential by seven, and that's the number that you | 6 right, because Granite Ridge is one of itsfirm
7 have to have storage suppliesfor? Isthat afair 7 pipeline supplies right now?
8 statement? 8 A. | would expect that it would be included in that.
9 A. | wouldsay itthisway: You start with the 9 That's correct.
10 design-day requirements, the seven-day design-day |10 Q. When does the Granite Ridge contract come up for
11 requirement, which isademand figure. You subtract |11 renewal ?
12 from that the firm pipeline suppliesthat you can |12 A. My understanding isthat the pricing is renewed every
13 receive over those seven days. Andif thereisa |13 year.
14 guantity left over, which then hasto be met with |14 Q. So next year that contract may or may not be renewed?
15 your on-site storage facilities -- so, under the 15 A. lIt'salittlewhilesincel actually looked at the
16 seven-day storage rule, the Company hasto 16 terms of the contract.
17 demonstrate that it has sufficient on-site resources |17 Q. We actually could find out by looking at the IRP,
18 to meet that shortfall. And if it can do that, then |18 right, because it lists all the contract termination
19 it's met the requirements of therule. 19 dates?
20 Q. So, just for ease of reference, one of thewaysyou |20 A. That's-- well, | think the fact that the pricing is
21 can do that isto figure out what the differential is |21 renewed every year, | believe they indicate that it's
22 for one day at the design level and multiply it by |22 up for renewal one year on.
23 seven. It'sjust easier for me to work in daily 23 Q. Allright. Just assume for the moment that Granite
24 amounts, that's why I'm asking it that way. 24 Ridge comes up for renewal next year and could be
Page 158 Page 160
1 A. Youcoulddo it that way. The Company doesn'tdo | 1 terminated.
2 that initsreport. But, yes, | suspect youcoulddo | 2 A. Sothe Company could terminateit after one year. Is
3 it that way. 3 that what you're saying?
4 Q. Thereason| want to ask it that way, the contracts, | 4 Q. Nextyear. | don't want to say how many yearsit's
5 we tend to talk about what the daily takescan be, | 5 been, because it may have been three years. So...
6 and it's easier to use those numbers. Soif wecan | 6 A. Okay.
7 do the daily, | think it's going to makethiseasier. | 7 Q. That would be 15,000 less of pipeline supplies
8 So we'retrying to figure out the differential 8 available; right?
9 between the pipeline, the firm pipeline supply or | 9 A. That's correct.
10 capacity and what the design-day need is; right? |10 Q. And if other supplies are less costly than Granite
11 A. Correct. 11 Ridge, that's a decision they might make and maybe
12 Q. Andwhat isthe Granite Ridge daily capacity? What |12 should make.
13 doesit contribute to the company's overall 13 A. You'resaying if Granite Ridge isthe most -- the
14 portfolio? 14 highest-cost resource on its system?
15 A. | seemtoremember it's15,000. Dol havethat |15 Q. Yes.
16 guantity... it's 15,000 MM Btu. 16 A. Thenit should consider retiring that contract.
17 Q. So, for purposes of determining how much on-site |17 Q. And understanding for the moment that when the
18 storage company needed to satisfy this Commission |18 Company was asked, why didn't you dispatch Granite
19 rule, you assumed in your calculation herethat all |19 Ridge, it said, we had less costly supplemental
20 of the pipeline supplies, firm pipeline suppliesthat |20 supplies, it's possible that Granite Ridge would not
21 the Company has today, would be available; right? |21 be renewed next year, isn't it?
22 A. No. | usethefiguresthat the Company providedin {22 A. But | think the question that was posed by the Staff
23 itsreport. So the gas available from the pipeline, |23 was why is Granite Ridge not dispatched in the
24 whatever the quantity isin the Company'sreport, |24 upcoming cost-of-gas proceeding. So my understanding
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1 was that, in that winter proceeding that the Staff | 1 Q. Waell, 105,000 of supply.

2 was examining, that thiswas going to bearesource | 2 A. Oh, you'retalking on adaily basis. So if you get

3 onitsbooks. So you hadn't got to the point -- the | 3 rid of 15,000, you're going to have to ensure that

4 Company hadn't got to the point of retiringthat | 4 you had an excess that exceeded 15,000; otherwise,

5 contract. 5 you're going to be in trouble from a seven-day

6 Q. Right. Butit'snot -- 6 storage standpoint.

7 A. Sointhat particular cost-of-gas proceeding, they | 7 Q. Hmm-hmm. And that's a pretty big change, isn't it?

8 have to show that the variable costs of that Granite | 8 A. Relativetowhat?

9 Ridge contract are indeed higher than propane. 9 Q. Rdativetoif that'swhat you seein the 2012 IRP,
10 Q. Right. But al you'retelling meisthat, evenona |10 that would be a pretty significant change from what's
11 current basis, the Company is not showing it being |11 in the 2010 IRP, wouldn't it? No more Granite Ridge.
12 dispatched; right? 12 A. Itwould beachange. Granite Ridgeis-- yeah,
13 A. That'scorrect. 13 15,000 isimportant. But it's small compared to the
14 Q. And so I'm suggesting to you, maybe next year the |14 total resources. | think their total resources,

15 Company will decide on aleast-cost basisthat it |15 we're talking about 180 or almost 200,000.

16 will not renew that contract. That'spossibleasa |16 Q. Right. But the seven-day rule causes you to multiply

17 least-cost decision; right? 17 that 15,000 by 7; right?

18 A. That'spossible. 18 A. Sure. But certainly if you get rid of any single

19 Q. Andif it makesthat decision next year, 2012, it |19 resource, whether it's a high contract or an on-site

20 will have 15,000 MMBtu less of pipeline capacity |20 storage facility, then you're going to have to think

21 right? 21 in terms of the seven-day rule aswell. Soit's

22 A. That'scorrect. 22 not -- so you've got to meet the -- you have to have

23 Q. And under the seven-day rule, if its pipeline 23 sufficient resources to meet the design-day

24 capacity goes down by 15,000, how much more on-system | 24 requirement and also satisfy the seven-day storage
Page 162 Page 164

1 capacity does it have to have to satisfy the 1 requirement.

2 seven-day rule? Wouldn't we simply takethe 15,000 | 2 Q. And that scenario would have a significant impact on

3 and multiply it by seven? 3 your recommendation as to whether those plants should

4 A. I'mnotfollowing you. You'regoingtohavetoask | 4 beretired, wouldn't it?

5 it again. 5 A. Sure. If asaresult of this separate proceeding we

6 Q. Okay. | thought we had established as background | 6 determine that the highest-cost resource on the

7 that what the Company has to have under the seven-day | 7 company's system is Granite Ridge, then that would

8 ruleis seven days worth of suppliesto cover the | 8 become the focus of the exercise: Should weretire

9 differential between what comes on the pipelineand | 9 the Granite Ridge contract?

10 what the design day requires. And so if the pipeline |10 Q. And the two facilities you identified as being

11 supply is reduced by 15,000 per day, you need seven |11 potentially to be retired, they total 71,000 MMBtu in
12 times that on-system to satisfy therule, so that if |12 capacity; correct?

13 there's a cold snap for aweek, the Company has |13 A. Based on the numbers that you showed me earlier,
14 enough on-system supplies to meet the demand. |14 approximately, yes.

15 A. Sure. If you retired aresource that providesyou |15 Q. Okay. I'd like to take you to the Concord Lateral
16 15,000 MM Btu a day, then you're going to have to make |16 project now and understand how it relates to this
17 sure that you have sufficient -- you've got morethan |17 excess-capacity issue.

18 sufficient on-site facilities in order to cover for |18 Y ou agree we wouldn't be having this discussion,
19 that retirement to meet the seven-day requirement. |19 the excess-capacity discussion, if the Concord
20 Q. And so with that one decision, assuming for the |20 Lateral contract hadn't been entered into by the
21 moment that it's aleast-cost decisionin 2012, you |21 Company?

22 would need 105 MMBtu of additional on-system |22 A. Well, remember, what drove the Concord L ateral
23 capacity; right? 23 expansion was a much higher load forecast than what
24 A. Capacity? Where do you get the 105? 24 we're looking at at the moment. So if the Company
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1 had not met that expected need with the Concord | 1 supply and demand under the design-year forecast
2 Lateral, we'd be probably in a supply-shortage 2 indicates that gas supplies will be short in the last
3 situation, or at least at that time. But now that 3 three years of the five-year planning period, but
4 the load forecast has changed as aresult of the 4 only in the peak winter months. More importantly,
5 recession, we might be in the fortunate position | 5 the number of daysin each month that gas supplies
6 where they just have the right amount of capacityto | 6 are projected to fall short of requirementsis never
7 meet their design-day requirements. That's possible. | 7 more than ten. See Table 1 below. Thisinformation
8 | haven't done the numbers to determine whether | 8 pointsto alow load factor, paren, i.e., peaking,
9 that's the case. 9 close paren, demand increment and, hence, the need
10 Q. You were opposed to the Concord Lateral project, |10 for peaking capacity and associated supplies to fill
11 weren't you? 11 the shortfall at least cost. Peaking capacity
12 A. Yeah, | don't think | wasthe analyst working onthat |12 options include expanding the capacity of the
13 case. 13 company's existing vaporized propane air, paren, LP
14 Q. Let meshow you, if we can mark it for identification |14 air, close paren, and liquified natural gas paren,
15 asthe next exhibit, your testimony. Thisisthe |15 LNG, close paren, facilities, or adding new capacity
16 redacted version of the Company's last IRP docket. |16 at different locations."
17 And | want to direct your attention to Pages19to |17 Do you remember that testimony?
18 20. And I'm going to read into the record two 18 A. | do.
19 guestions and answers. If you're there? 19 Q. Sointhat case, whichisthe Company's very last
20 MR. CAMERINO: Soif we could mark it |20 IRP, you were arguing that the Company should expand
21 as Exhibit 7 for identification, Mr. McCluskey's |21 its peaking facilities; right?
22 redacted prefiled testimony in DG 06-105, dated |22 A. Actually what I'm saying is that the load
23 February 7, 2007. 23 characteristics of the Company indicate that they
24 CHAIRMAN GETZ: So marked. 24 should be adding a peaking facility to its resources,
Page 166 Page 168
1 (The document, as described, was 1 whichiswhat it did. The Concord Lateral is
2 herewith marked as Exhibit 7 for 2 actually a peaking resource. Even though they
3 identification.) 3 expanded the capacity, they actually purchased
4 Q. Actudly, | counted the pages. But the page 4 supply, peaking supply. And it was doing --
5 numbering stops for some reason at Page 17, or 18. | 5 designing the Concord Lateral that way that turned
6 If you find that, go to the next page that's not 6 the project from a standard base-load pipeline
7 numbered. 7 resource into a peaking resource. So | think my
8 A. Okay. 8 analysis was proven to be correct.
9 Q. Andinthemiddlie of the pagetheresaquestion. | 9 Q. Sothe Company was proposing the Concord L ateral
10 "Did the Company demonstrate, inthe IRPor |10 project, and you opposed it; right?
11 otherwise, that expanding the Concord Lateral and |11 | didn't opposeit. | was not in that docket.
12 purchasing firm supplies on either maritime or PNGTS |12 Somebody else was. | think a consultant was hired to
13 isthe least-cost option to supply the incremental |13 do that.
14 volumes? 14 Q. Right. Soin thistestimony you weren't saying that
15 "ANSWER: No, it did not. 15 Concord Lateral isabad idea.
16 "QUESTION: Isit likely, in Staff'sopinion, |16 A. What I'm saying is | think the Company should be
17 that expansion of the Concord Lateral would be |17 adding a peaking resource, which iswhat they did.
18 |east-cost? 18 Q. Okay. Not the Concord Lateral.
19 "ANSWER: No, because new pipeline projectsare |19 A. The Concord Lateral is a peaking resource.
20 often associated with high fixed-capacity costsand |20 Q. But you didn't think it should be entered into.
21 low variable costs. They tend to be best suitedto |21 A. Well, maybe | was under theillusion that it was a
22 be high-load factor, paren, i.e. base loads, close |22 base-load capacity addition that they were proposing.
23 parens, demand increments. Thisis not the situation |23 It turned out, when we actually got into the
24 described in the IRP. The Company's assessment of |24 proceeding, it was a peaking resource that they
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1 designed. 1 Concord Lateral docket. And again, I'm not -- |

2 Q. Now, asyou said, the Commission did open aseparate | 2 wasn't intending to mark this since obviously the

3 proceeding on the Concord L ateral; correct? 3 Commission has access to it. But everyone would want

4 A. That's correct. 4 acopy.

5 Q. Andit opened it because the Company indicated tothe | 5 (Pause in proceedings)

6 Commission that this was a very large financial 6 Q. Andif youlook at Page 13 in that order, if you look

7 commitment, and the Company was not in apositionto | 7 at the second full paragraph, I'm going to read it to

8 make such a commitment without the Commission giving | 8 you.

9 it prior review; correct? 9 "Liberty concluded that the proposed agreement
10 A. | think that's correct, yes. 10 with TGP provides cost-effective access to sources of
11 Q. It'safairly unusual kind of proceeding, isn'tit, |11 peak-period supplies that the Company requires.
12 at this Commission? 12 Liberty agreed with the Company that, besides the
13 A. | don'tthink so. The Laidlaw contract was something |13 guestion of cost, there are some attractive aspects
14 similar. Very high-cost contracts. And PSNH came |14 of the Concord Lateral upgrade option, including the
15 and asked the Commission to approve it beforeit |15 fact that the availability of that capacity would
16 would enter intoit. So | don't think it'san 16 alow the Company to make certain adjustments within
17 unusual request or proceeding at all. 17 the portfolio that might lower other costs and have
18 Q. It'sunusudl, isn'tit, for autility, where there's 18 the effect of offsetting some of the cost of the
19 no statute that requires prior approval, to comein |19 proposed agreement with TGP. Liberty stressed that
20 and say we won't make this investment without prior |20 the Concord Lateral upgrade is not aresource that
21 approval? lsn't that afair statement? 21 the Company can use to meet its requirements for
22 A. No. When there'salot of money involved, | think |22 peaking capacity, but rather as a means of providing
23 it'sa smart move to have the Commission review it |23 access to potentia sources of peaking capacity that
24 and give them approval before they find themselvesin |24 are in addition to the Company's existing on-system
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1 a prudence proceeding. 1 peaking plants.”

2 Q. Sothe Company did the smart thing and cameinand | 2 Isit fair to say that the Commission knew and

3 asked the Commission to okay this contract beforeit | 3 the Liberty witnesses recognized the very issue you

4 made this commitment. And asyou'veindicated, you | 4 were talking about in the prior IRP about the

5 were not in that case; right? 5 Company's need for peaking supplies, and they took

6 A. Weél, I know | was not the -- you're going to haveto | 6 that into consideration in their recommendation in

7 remind me. | know | was not the lead person. Butl | 7 the Concord Lateral docket?

8 think the Gas Division hired aconsultant toreview | 8 A. Yes. | believe that'sin essence what they said in

9 that proposal. 9 the paragraph that you just read.

10 Q. Infact, the Staff's witness or witnesses in that 10 Q. Andinfact, evenin thiscase-- thisorder is

11 case were from Liberty Consulting; correct? 11 February of 2008 -- Liberty is expressing concerns
12 A. | believe so, yes. 12 about the need for additional peaking supplies, about

13 Q. What was their recommendation with regard to the |13 whether there's enough on-system peaking capacity.
14 Concord Lateral? 14 A. | recal they did because of the performance of the
15 A. | think they approved of it. 15 economy and the demand for gas was very different
16 Q. Do you recall why the Company entered into a contract |16 then than what it is today.

17 for 30,000 MM Btu rather than 20,0007 17 Q. Andthiswastwo and a half years ago; right?

18 A. No. I'd be guessing. 18 A. That's correct.

19 Q. Now, you were talking before about your concern--we |19 Q. So alot changesin acouple of years?

20 were talking that in the last IRP what the Company |20 A. That's correct.

21 really needed was an additional peaking supply. Is |21 Q. Now, your testimony talks about -- I'll withdraw
22 that afair characterization? 22 that. 1'm sorry.

23 A. That wasmy feeling, yes. 23 By the way, do you know how the cost of LPG is
24 Q. And I want to show you the Commission's order inthe |24 determined for purposes of determining dispatch on a
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1 given day? 1 Q. But my point is, when you're looking backwards at
2 A. Wdl, I believeit'sthe cost of the propaneand any | 2 dispatch decisions that were made, you might come to
3 variable operations and mai ntenance expense. 3 adifferent conclusion than when you're looking
4 Q. How do you get the cost of the propane? Whenyour | 4 forward.
5 Company'slooking at its supplieson agivenday and | 5 A. Well, not for these facilities. We're not talking
6 trying to decide which facility -- which source of | 6 about a huge storage facility. The Company, in the
7 supply to dispatch with regard to the on-system | 7 winter, is replacing the storage on aregular basis.
8 propane facilities, do you know how they determine | 8 So one would expect that the average cost of the
9 the cost of the propane? 9 propane in the facility is not going to be that
10 A. Well, obvioudly, they'd be using propane from on-site | 10 different from what the market price of propaneison
11 storage, and they would refill it at the proper 11 that day.
12 times. And the cost of the propane would reflect -- |12 Q. Can you describe for me what role the on-system
13 the true economic decision should be based on the |13 supplies play in terms of the company's overall
14 opportunity cost for propane, which isthe cost of |14 portfolio, what benefit they bring?
15 the next MMBtu of supply. The Company may actually |15 A. Waell, | believe | responded to thisin discovery.
16 use the actual average cost of inventory for that |16 They obviously provide commodity to meet customer
17 cost of propane -- so, the cost of the propane 17 demands on the days that the utility needs to
18 delivered. And soit could be the averageinventory |18 dispatch those facilities. And they obviously play a
19 cost. But atrue economic analysis should be based |19 reliability role. The capacity of these resourcesis
20 on the opportunity cost for buying an additional |20 there to meet the design day. So they serve two
21 MMBtu of propane. 21 functions, just like pipelines do. They servethe
22 Q. Butyou'renot familiar with whether what the Company |22 function of supplying gas to meet customer needs, and
23 usesiswhat | think you referredto as-- I'll put |23 they have -- they contribute to the Company having
24 another word on your terminology -- would be the |24 sufficient capacity in its system to meet variations
Page 174 Page 176
1 WACOG, the weighted average cost of gasthat'sinthe | 1 in demand due to weather.
2 tank versus what it cost to replaceit. 2 Q. Dothey have any operational value?
3 I'm not aware of how they dispatch. That'scorrect. | 3 A. What do you mean by "operational value"?
4 I may have been at onetime. But today, no, I'mnot. | 4 Q. Inother words, do they provide value to the
5 Q. And that could make abig difference asto whether | 5 portfolio that is separate and apart for customers
6 those supplies are looked at as least-cost or not 6 need for the physical gas at a given cost?
7 least-cost on any given day? 7 A. Wadl, I'vejust said they provide important
8 A. Wadl, what I'm saying is when you're doing an 8 reliability.
9 economic analysis, you should do it correctly. And | 9 Q. Okay. Then explain what that reliability valueis.
10 if the Company is actually dispatching based onits |10 A. Waéll, | think I've already explained that the
11 weighted average cost, | would say that'snotan |11 reliability standard that the Company usesis
12 appropriate way todo it. Soif you'regoingtodo |12 actually the design-day demand. They've developed --
13 the full economic analysis, you should redlly take |13 they have this standard that, if they have sufficient
14 what is the cost to the company of replacing the |14 firm resources to meet the design-day demand, then on
15 MMBtu that you take out and put in your production |15 most days, most cold days, the Company is going to
16 facilities. 16 have sufficient resources to meet the needs of
17 Q. And soif the Commission requires the Company to use |17 customers without cutting them off. However, that
18 the WACOG of the gasin storage for dispatch |18 doesn't mean to say that's a guaranty that they're
19 decisions, that's not what you would do for planning |19 going to meet that. There's always the risk that the
20 purposes. 20 weather conditions are greater than the weather
21 If the Commission has approved the use of average |21 conditions that underlie the demand day. So it may
22 cost of inventory for dispatch, then | guess| 22 be that you have to cut customers off. But that
23 wouldn't quibble with that, and we'd probably do the |23 should happen once in a blue moon.
24 analysis that way. 24 Q. Having enough capacity to serve your customers. So

SUSAN J. ROBIDAS, LCR NO. 44

(44) Page 173 - Page 176




INTEGRATED RESOURCE PLAN - Hearing - July 14, 2011
DG 10-041 ENERGYNORTH NATURAL GAS, INC., D/B/A NATIONAL GRID NH

Page 177 Page 179
1 that's an analysisthat'sdoneinitially on apiece | 1 would do it with their least-cost resource, and that
2 paper, sitting in an office, whether it's at the 2 would be LNG.
3 Company or here at the Commission; right? Youlook | 3 Q. They would start with the LNG.
4 at the capacity that you have, the contractsthat you | 4 A. Correct.
5 have, what your load is, and you comparethetwoto | 5 Q. Butthe LNG facilities are much smaller, aren't they?
6 decide do the numbers add up; right? That'san | 6 A. They'refairly sizable. Both facilities, propane and
7 initial pass at whether there's enough capacity; 7 LNG, are small relative to the total.
8 right? 8 Q. Right. But the LNG are much smaller than the
9 A. Based on the standard that the Company has proposed | 9 propane, aren't they, on the on-system supplies?
10 and the Commission has reviewed and determined |10 A. Just one moment.
11 whether that's appropriate. 11 (Witness reviews document.)
12 Q. But then, beyond that, there's something that happens |12 Q. My chart, just to help you here, | can give you back
13 inreal life, whichis, on agiven day, apeak day or |13 that page if you want, says 4200 each of the LNGs.
14 not a peak day, the Company hasto nominate, it has |14 A. Yes. Thetota capacity of the propane is much
15 to order avolume of gas from the pipeline for that |15 larger than the LNG. That's correct.
16 day; right? 16 Q. Okay. And not only does that happen and do you have
17 A. Correct. 17 to balance your load like that on adaily basis
18 Q. Itlooks at the weather forecast and it says -- it 18 normally, but on avery cold day, the pipeline can
19 runsits algorithms and it sendsin an order tothe |19 issue what's called OFO; right?
20 pipeline and says send us this volume of gastoday. |20 A. Yes.
21 A. Correct. 21 Q. What's an OFO?
22 Q. And then during the day the weather changesfromwhat |22 A. That's... I'll be getting this-- | believeit'san
23 was forecasted. It can happen; right? 23 order that limits the supply.
24 A. Correct. 24 Q. It'san operational flow order?
Page 178 Page 180
1 Q. Or for whatever reason the algorithm wasn't quite | 1 A. Correct.
2 representative that day and people used morethanwas | 2 Q. Andwhen an operational flow order isissued, the
3 nominated; right? 3 Company has areduced tolerance from its original
4 A. They usemoreintotal. 4 nomination; right?
5 Q. Intota. 5 A. That's correct.
6 A. Yes 6 Q. Andinfact, it can berequired to balance hourly,
7 Q. And so the pipeline supplies that were nominated are | 7 not just for the entire day; right?
8 not sufficient for that day, right, if that happens? | 8 A. Going back along time. But yes, | believe that's
9 A. That'spossible. Onthe days that these facilities | 9 the case.
10 are used. They've typically nominated the maximum. [10 Q. Soit hasto have on-system facilities during those
11 Q. But maybeit's not apeak day, though. The Company |11 very cold periods to be able to increase and decrease
12 had 100. It ordered 80. All right? Anditturns |12 the supplies on the system to stay in compliance with
13 out they needed 90. Where do they go for the 90? |13 the OFQ; right?
14 A. They can goto all of their -- potentially, they can |14 A. Wadll, if it can't get relief from other supplies,
15 goto al of their contracts and ask for 15 other pipeline supplies, because we're talking about
16 additional -- they could take an additional. The |16 commodity now. So the Company receives commodity
17 issue is are they going to get penalized for just |17 supplies from numerous suppliers. And I'm not sure
18 taking more gas off the pipeline. 18 whether the OFO relates to all of the supplies coming
19 Q. They could get penalized. And -- 19 through the pipeline or just from Tennessee. And so
20 A. Possibly. Possibly. 20 if Tennessee is limiting the commoadity flow, I'm not
21 Q. And so one of thethingsthey can do that'svery |21 sure whether it has the ability to seek supplies
22 important to them isthey can turn up their on-system |22 elsewhere.
23 supplies to meet that need; right? 23 Q. When you say Tennessee, what other pipeline would
24 A. They could. If they were going to do that, they |24 there be?
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1 A. Tennesseeisthe pipeline supplier. But only someof | 1 of which one got marked. But am | right that it's --

2 the supplies come from the Gulf. 2 CHAIRMAN GETZ: We've marked for

3 Q. Ifwereonapeak day, or worseyet, adesignday, | 3 identification the most recent, the October 13

4 what is the relative cost of those supplies that 4 version.

5 you're going to be trying to access, theseexcess | 5 BY MR. CAMERINO:

6 supplies? What is that going to be in the 6 Q. Okay. And Mr. McCluskey, isitin fact Lines 15 and

7 marketplace as opposed to your own on-system | 7 167 Isthat the right reference?

8 supplies? 8 A. That'scorrect. Yes.

9 A. Ifyou'reonapeak day, youregoingtobefully | 9 Q. Allright. Sothat'swhat you said there; right?
10 utilizing your supplies. And so the hypothesisis |10 A. Yes, | did.

11 what? That thereis an increasein demand abovethe |11 Q. Okay. And you would agree that there could be a

12 design day? Isthat what -- 12 non-economic need for these resources; right?

13 Q. No. On those dayswhen you've nominated some amount, |13 A. Well, could you propose one?

14 maybe it's peak day you've nominated the full amount, |14 Q. Well, you talked about reliability.

15 and now you're relying your on-system suppliesand |15 A. Well, economics comesinto reliability. The Company

16 you need something extra, or maybe we've evengot a |16 has to meet its design-day standard, and it has to

17 situation where we don't have the Granite Ridge |17 meet that in aleast-cost way. You don't go out and

18 supply anymore, what is the cost of that pipelinegas |18 just acquire any resource in order to meet the design

19 likely to be, just relatively speaking? 19 day. It hasto beleast-cost.

20 A. Wadll, onthis peak day, you'd be using your 20 Q. Waell, that'sif you're talking about the need for

21 pipeline -- your propane facilities to the maximum, |21 supply for the physical gas; right?

22 anyway. So thereisno ability to increase the 22 A. It'sboth. When you decide to add capacity to meet

23 supply of the propane facilities on that peak day, |23 your needs, it's got to fit into your portfolio, and

24 under this scenario that you're proposing, that the |24 you've got to make sure that it's a economic resource
Page 182 Page 184

1 pipeline somehow limitsthe -- it'snot goingto be | 1 relative to the aternative resources that you could

2 ableto limit the firm quantities that it's 2 have acquired.

3 supplying. So on that peak day, you're already going | 3 Q. Let meask youthisway: You haven't proposed to

4 to be maxed out on your propane facilities. Soyou | 4 retire the Tilton facility, have you?

5 can't turn to them. These are the days when 5 A. That's correct.

6 customers may have to be curtailed because of what's | 6 Q. Why not?

7 happening on the pipeline. You'renot goingtoget | 7 A. Becauseit provides pressure support for the

8 any relief from your on-site storage on that day. | 8 distribution system.

9 Q. Attheir current level? 9 Q. Soyou might dispatch Tilton for pressure support,
10 A. Attheir current level on apeak day, you'regoingto |10 even if there were lower-cost pipeline supplies
11 be -- you said the design day. You're goingtobe |11 available.

12 maxed out on that day. 12 A. No.

13 Q. Let meask you about something else. Yousaid |13 Q. No?

14 there's no economic need to use these facilitiesto |14 A. There are no lower-cost supplies available in Tilton.
15 meet test for demand. Do you recall that? Page 14 |15 That's why to keep that resource there, to provide
16 of your testimony? 16 that pressure support.

17 A. Page13? 17 Q. And that's because the pressure support's needed in

18 Q. Fourteen. 18 the area that's proximate to that plant; right?

19 A. Fourteen. Okay. What line? 19 A. Correct. They can't get additional |ower-cost

20 Q. I just want to make sure |l havetheright version |20 suppliesin there.

21 again. Lines15to0 16. I'm not sure I'm working off |21 Q. It'snot going to be able to provide pressure support

22 theright version. Try Page 14, Lines 8 and 9. 22 to Concord.

23 A. Yeah, | seeit. | thought it was on 15 and 16. 23 A. What, the Tilton facility?

24 Q. Yeah, | think where we're confused iswe lost track |24 Q. Right. In other words, the system doesn't operate
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1 that way. You need afacility that'sup therein 1 the entire document. | just didn't want to
2 Tilton. 2 physically put it into the record.
3 A. That'scorrect. That's correct. 3 CHAIRMAN GETZ: I think we're good
4 Q. Andso-- 4 where we are.
5 A. Tiltonisunique. That'swhy we left that out of the | 5 MR. CAMERINO: Okay.
6 consideration for retiring. 6 BY MR.CAMERINO:
7 Q. Andto the extent that pressure support might be | 7 Q. If youwould look, Mr. McCluskey, at page... the
8 needed in the areas of the other facilities, those 8 bottom of Page 15 of that settlement agreement, and
9 facilities can provide that in their areas; correct? | 9 do you seeit says"(L) Peak Shaving Facilities'?
10 A. No. Thereisno shortage of lower-cost facilitiesto |10 A. Page 15?
11 supply the distribution system in Manchester and |11 Q. Yes. It'sactualy in the bottom right-hand corner.
12 Nashua. 12 It's Page 100 of 117.
13 Q. Intheory. 13 (Witness reviews document.)
14 A. Today thereisn't. 14 A. Okay. I'mthere.
15 Q. In practice, on an operational basis? 15 Q. Andif you turn -- it says "Peak Shaving Facilities'
16 A. That'scorrect. That's my understanding. 16 at the bottom of that Page 100. And on the next page
17 Q. Isthat your area of expertise, or that'sjust your |17 there's a paragraph which is something the Company
18 understanding? 18 agreed to do as part of this settlement. And | just
19 A. It'spartly my areaof expertise and partly 19 want to read it.
20 discussions with the Gas Division people. 20 "The Company commits to maintain the existing
21 Q. Wereyou amember of the Staff team that wasinvolved |21 location and operation of its peak shaving facilities
22 in the acquisition of KeySpan by National Grid? |22 and associated supplemental storage. To the extent
23 A. | don't believe so. 23 the Company desires to make a material change in the
24 (Document handed to the Witness by Mr. Camerino.) |24 location or operation of these facilities following
Page 186 Page 188
1 Q. Soyou're not familiar with the terms of this 1 the merger, it will provide a plan to Staff and OCA
2 settlement agreement that | just handed you? 2 setting forth all the changes and the reasons. The
3 A. That's correct. 3 plan will be provided no later than 90 days before
4 Q. Allright. Let mejust represent, first for the 4 implementation. To the extent Staff or OCA has any
5 record, what thisis. 5 safety or reliability concerns about the proposed
6 MR. CAMERINO: Thisisaportionof | 6 changes after technical conferences with the Company,
7 the settlement agreement in the Key Span National | 7 it may request the Commission to open a docket before
8 Grid merger case. Itisin Docket DG 06-107. The | 8 the Company implements the change in order to address
9 first 15 pages are the overlying settlement 9 those concerns. In any such proceeding, the Company
10 agreement. And then, just for purposes of this |10 shall have the burden of showing that any changes
11 hearing, I've attached an appendix to that. That was |11 will not result in adegradation of service, quality,
12 what was called the EnergyNorth Merger Rate |12 safety and reliability."
13 Agreement. So you have the entirety of the 13 Isit fair to say that that's some indication
14 overarching settlement agreement and the EnergyNorth |14 that the Staff believed that there was significant
15 part of this. There were other attachments. | just |15 non-economic value to these facilities and that it
16 didn't want to burden the record with the rest of it. |16 was rel uctant to see the Company make any changein
17 And if we could mark this as Exhibit 8 for 17 their operation or existence?
18 identification, please. 18 A. No. Sincel was not involved in the proceeding, |
19 CHAIRMAN GETZ: So marked. 19 really don't know what's driving this paragraph. So,
20 (The document, as described, was 20 no, | would not agree with that statement.
21 herewith marked as Exhibit 8 for 21 CHAIRMAN GETZ: Mr. Camerino, I'm
22 identification.) 22 wondering how much further we go down this path. And
23 MR. CAMERINO: Andif it would be |23 correct meif I'm not understanding the point of the
24 helpful, I'm happy to take administrative notice of |24 inquiry. Seemsto me that we're going down the path
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1 of litigating what might be in an excess-capacity | 1 Energy. Probably Mr. Frink has shared these with you
2 proceeding. | understand the Company's positionis | 2 already. | want to ask you whether you agree with
3 they agree with the five recommendations from Mr. | 3 them.
4 McCluskey, one of which is open this other 4 He referred to the on-system supplies as "an
5 proceeding, though the testimony disputes the 5 asset that can't be replaced.” Would you agree with
6 underlying basis for the conclusions that thereis | 6 that?
7 excess capacity. So I'm just wondering wherewe're | 7 A. No.
8 going with this, if there's going to be aclosing 8 CHAIRMAN GETZ: Can you repeat the --
9 statement that says the Company no longer agreesthat | 9 MR. CAMERINO: An asset that cannot be
10 there should be an excess-capacity proceeding based |10 replaced.
11 on the cross-examination today. 11 A. | don't agree with that.
12 MR. CAMERINO: Yes. Well, firstof |12 BY MR. CAMERINO:
13 al, I think I should say I've got about fivemore |13 Q. That they are nice assets to have, whether you use
14 minutes, maybe less. 14 them or not.
15 CHAIRMAN GETZ: so | waitedtoolong. |15 A. | don't agree with that.
16 MR. CAMERINO: Yes. Yeah. Butl |16 Q. That you can never sitethem again. Y ou can never
17 think your characterization of the Company's position |17 get them again.
18 isnot quiteright. The Company saidthat ithad |18 A. | don't agree with that.
19 indicated to Staff that it could accept all five 19 Q. That it'saone-way feed into New Hampshire with no
20 recommendations if the data that was used was from |20 redundancy, no backup.
21 the new IRP. But | think Mr. -- the Panel's 21 A. | don't understand that. What's "no backup"?
22 testimony says quite clearly that they don't believe |22 Q. | assumed when he said that, that he meant the
23 such aproceeding is necessary. And what I'm just |23 Tennessee Pipeling, that the Company is at the end of
24 trying to demonstrate is not just that the Company |24 the pipeline.
Page 190 Page 192
1 would disagree with the finding that these plans | 1 A. Which Company is at the end of the Tennessee
2 should be retired, but that to undertake such a 2 Pipeline? Things have changed over the last decade.
3 proceeding, when the entire thrust up until now of | 3 The supplies coming from -- significant supplies come
4 the Staff's view has been to safeguard these 4 from Canada. It's no longer just the Gulf that's
5 facilities, we just think it'snot agood use. And | 5 supplying the Company.
6 the testimony saysit's not a good use of the 6 Q. Wadl, how do they comeinto New Hampshire?
7 Company's or the Commission's resources, and it's | 7 A. Wéll, they can -- they do have to go up the
8 unnecessary. |f the Commission decidesit wantsto | 8 connection, essentially the Concord Lateral -- or |
9 undertake that, obviously, we will be there to 9 think that's the description of it -- the pipelinein
10 addressit. But we would prefer that there not be |10 New Hampshire. But the Tennessee Pipeline is much
11 such a proceeding. 11 more than the pipelinein New Hampshire.
12 CHAIRMAN GETZ: Wdll, let's -- 12 Q. But you're talking about supplies coming from other
13 MR. CAMERINO: But | will wrapitup. |13 locations, not the way they get here.
14 BY MR. CAMERINO: 14 A. Physica facilitiesin Tennessee extend far more than
15 Q. | just want to ask you a couple more questions about |15 what'sin New Hampshire.
16 the value of these facilities, and then I'll close. |16 Q. Now, you're not making -- you're not actually
17 | want to read you some statementsthat Mr. |17 recommending in this docket that those supplemental
18 Knepper made at atechnical session about amonth |18 facilities be retired, are you?
19 ago. You probably heard these from Staff already. |19 A. That's correct. | think the issue should be
20 I'd just ask you if you would agree with them. And |20 investigated.
21 these were posed to Liberty Consulting -- to Liberty |21 Q. | just want to show you -- actually, to move things
22 Energy in the acquisition dockets. First, hesaid -- |22 aong, why don't | just mark these.
23 A. Sorry. | missed what you said. These are? 23 MR. CAMERINO: 1 just want to mark for
24 Q. These are statements by Mr. Knepper to Liberty |24 identification three responses by Mr. McCluskey to
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1 National Grid, 1-1, National Grid 1-3, and National | 1 the background for what | was asking you, that it is
2 Grid 1-28. | don't know, Mr. Chairman, whether you | 2 possible, through off-system sales, to mitigate some
3 want to do those as one or separately. 3 of the cost to the Company. And | referred you to
4 CHAIRMAN GETZ: Let'sjust dothemas | 4 having said that there were firm contracts charges
5 apackage. Wereupto -- 5 that cannot be avoided through under-utilization. Am
6 CLERK DENO: Nine. 6 | correct that that's where you said this?
7 CHAIRMAN GETZ: -- Exhibit No.9. | 7 A. That'swhat | say in thisresponse, and that's my
8 (The document, as described, was 8 position.
9 herewith marked as Exhibit 9 for 9 Q. Okay. | just wanted to provide abasisfor my

10 identification.) 10 statement to you.

11 BY MR. CAMERINO: 11 MR. CAMERINO: If | could just have

12 Q. And Mr. McCluskey | just want to confirm withyou |12 one second to look at my notes.

13 that those three answers basically are consistent |13 (Pause in proceedings)

14 with what you just said, that it's not your 14 BY MR.CAMERINO:

15 recommendation that a decision be made on retirement |15 Q. | want to ask you to clarify something, Mr.

16 in this docket. 16 McCluskey, that you said on direct by Attorney

17 (Witness reviews document.) 17 Thunberg.

18 A. Isthat aquestion? 18 Y ou were talking about updating the DSM

19 Q. Yes. 19 assessment in this docket and then the Commission

20 A. Certainly intheresponseto 1-3 and 1-28. | think |20 issuing a supplemental order. And | just want to

21 the responseto 1-1, | read it to be broader thanthe |21 understand procedurally what you had in mind, if you

22 excess-capacity issue. 22 could just flush out what you envisioned.

23 CHAIRMAN GETZ: Mr. Camerino, | have |23 A. Yes. Somy testimony lays out Staff's opinion of the

24 four. Did you also want to include 2-2? 24 Company's DSM assessment. One of the problems isthe

Page 194 Page 196

1 MR. CAMERINO: | don't think | need | 1 modeling problem that the Company is trying to
2 that, but... No. | apologize for that. 2 address. There are other recommendations | make with
3 BY MR. CAMERINO: 3 how to do an appropriate DSM assessment. I'm
4 And let me just mark one other. | told you | 4 assuming that the Company is going to take that
5 would come back to this, Mr. McCluskey. Andwell | 5 position of Staff, and onceit's got its SENDOUT
6 come back to thisin a second, but if... 6 modeling working efficiently, it's going to submit
7 MR. CAMERINO: If we could mark as10 | 7 something that meets Staff's concerns. Staff will
8 the response to National Grid 1-4. 8 review that revision and make a recommendation to the
9 CHAIRMAN GETZ: So marked. 9 Commission, which hopefully would be reflected in any

10 (The document, as described, was 10 supplemental order. And that supplemental order will

11 herewith marked as Exhibit 10 for 11 guide the Company in developing its DSM assessment

12 identification.) 12 for the subsequent filing, the 2012 IRP.

13 MR. CAMERINO: I'll giveacopy toMr. |13 Q. And that last part is what I'm not sure | understand,

14 McCluskey's counsel before | ask the question. |14 as to why would there be a need for a supplemental

15 BY MR. CAMERINO: 15 order. What types of things would be addressed in

16 Q. Andyou'vegot 1-4in front of you now, Mr. 16 that order?

17 McCluskey? 17 A. Wadll, the supplemental order would address the

18 A. Yes. 18 reasonableness of the Company's revised assessment.

19 Q. Andin that response you said -- seeif | canfindmy |19 And if Staff -- assume Staff recommends that, yes,

20 own copy now. 20 the Company has done a bang-up job, and we think --

21 If you look at the bottom, that's where you said |21 and the Commission would recommend approval of this

22 that the contracts -- some of the firm contracts have |22 approach and have them use that approach in their

23 charges that cannot be avoided through 23 2012 IRP, you're not going to know that unless you

24 under-utilization. And | was asking you -- that's |24 get a supplemental order from the Commission that
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1 addresses that revised assessment. 1 they haven't any.
2 Q. Soitwould beaway of getting the Commissiontosay | 2 Q. Canyou envision language in a plan that would set
3 that the way the model had run was acceptable and the | 3 guidance on what to do when you find yoursel f
4 Company could do the samethinginthenext IRP. | 4 significantly above capacity or possibly below
5 A. That's correct. 5 capacity in order to -- well, let'sjust stick with
6 Q. Andif there was disagreement about that, wewould | 6 above -- that you find you're over and above that
7 have another hearing? 7 reliability level of extra? Arethere plans that
8 A. No. If Staff disagrees with the assessment, wewill | 8 could tell you what a Company should do when it finds
9 make that known to the Commission. And the 9 that situation?
10 Commission can adopt that, reject that opinionand |10 A. Wéll, first of al, one of the recommendationsis
11 say whatever it wantsin its supplemental order. |11 that if there is excessin any future IRP, the
12 Whatever isin the order will guide the Company in |12 Company address that directly and state what it
13 how to do the assessment in the 2012 |RP. 13 intends to do, whether it intendsto just leave it as
14 Q. Okay. With Counsel's permission, I'm going to show |14 it isand give the reasons why; if it intendsto
15 you the Company's response to Staff 1.1, and pointing | 15 reduce that capacity, how and why; and what are the
16 to the top part of the chart that's attached, and ask |16 benefits of doing that, or what are the detriments of
17 you, at least based on that information, isit your |17 doing that.
18 understanding that the Granite Ridge contract expires |18 So one of the five recommendations is that
19 in 2012? 19 future plans, they have to address it explicitly.
20 A. According to this document, yes. 20 And | think the Company agreed today that they didn't
21 MR. CAMERINO: Okay. Thank you. |21 have a problem with doing that.
22 CHAIRMAN GETZ: commissioner Ignatius. |22 So it'sredly not -- we don't think it's
23 CMSR. IGNATIUS: Thank you. 23 Staff'sroleto tell them what to do. We think the
24 24 Company should tell us what the appropriate thing to
Page 198 Page 200
1 QUESTION BY CMSR. IGNATIUS: 1 dois. Thefact that thereisno discussion of this
2 Q. Good afternoon, Mr. McCluskey. | have questions | 2 issue, we've recommended that they be moved to a
3 about therole of aplan, theusesof aplan. Andl | 3 separate proceeding in order to resolveit.
4 confess, | think we've gotten pretty far afield from | 4 Q. Can you think of other plans where there are
5 that today. 5 provisions that you think make sense for a Company if
6 Y ou had said this afternoon in your testimony | 6 it findsitself in this excess-capacity situation?
7 that you felt that, although there are certain 7 A. Sorry?
8 requirements for capacity, for reliability purposes, | 8 Q. Arethere other plansthat you've reviewed by other
9 and there are thresholds for that, that beyond that | 9 companies that do have provisions addressing an
10 point there really should be zero or close to zero; |10 excess-capacity situation and what steps the Company
11 correct? 11 should take?
12 A. That'sthe optimal position. If their filing 12 A. | don't recal reading such aplan. More often than
13 indicated they were a couple percent above that, then |13 not, it's the other way, where their demand forecasts
14 that would not cause any concerns. When you haveit |14 indicate there will be a shortfall within the
15 30 percent above, that could involve customersand |15 planning period, and then you expect to seea
16 significantly more cost than is necessary. 16 significant part of that plan discussing how are they
17 Q. Inyour view, doesthe plan submitted by the Company |17 going to go about making that shortfall. | don't
18 include any provisionsfor how to bring it down, |18 recall -- and I've read quite afew plans from around
19 bring that level of capacity down, when it -- if it |19 the country. But | don't recall seeing one where
20 should find itself significantly above? 20 during the forecast period there's a significant
21 A. No, it does not directly ask that question; hence, |21 excess.
22 thereis no answer. We did ask the Company what |22 Q. Soisyour initial recommendation, then, that the
23 plansit has in discovery for dealing with the 23 Company identify, when that situation occurs,
24 excess, and the response we interpreted to mean that |24 identify it in the form of a document and begin to
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1 develop aplan for how to get back down intoacloser | 1 the Commission and all those that participate in the
2 level to what its capacity isand what its needs are? | 2 core programs, they've got no basis for determining
3 A. That'scorrect. Just likeit would doif it was 3 whether they should reduce the programs, increase
4 short. They would show it in some chart and then | 4 them. Y ou need this economic analysisto guide them
5 explain to us how they're going to go about making | 5 in what they do with real-world programs. And it may
6 that shortfall. The same should apply onthe excess | 6 be that the economic quantity of DSM is significantly
7 side. There should be a chart which identifiesthat, | 7 higher than what they do currently. So you may not
8 and thereisnonein thefiling. And then they 8 want to move to that immediately, but you may want to
9 should explain to us why it's appropriate to leave it | 9 moveto it over time. So, without having that

10 likethat, if they think that's the best position for |10 information, you can't give your policy guidance to

11 customers. 11 the Company or to the other partiesin the core

12 Q. | asohad aquestion about what you werejust |12 programs.

13 discussing with Mr. Camerino, about coming back with |13 And my understanding is the Commission is pro

14 further projectionson DSM. And | confess, | think |14 DSM. Sol think this would be good, useful

15 I've lost whatever we talked about this morning on |15 information for you to decide how far to goin

16 that issue. So rather than trying to guess at what |16 real-world programs.

17 you were saying, can you just explain againwhat is |17 Q. Doesit necessarily require holding up action on the

18 your recommendation about new data coming in and how |18 2010 plan, awaiting that further analysis? And it's

19 it should be used and whether the Commission issues |19 just atiming issue. | agreethat it'simportant to

20 itsfindingsin the IRP. Isthere atwo-stagelevel |20 the policy decisions and to the development of the

21 awaiting this further information or -- | just redly |21 core docket. But could it as easily befiled as part

22 didn't follow it. 22 of the core proceedings, or inform the Company asiit

23 A. Okay. So at the moment, aswevelaid out inthe |23 prepares its programs for the next time it looks at

24 testimony, one is the modeling of it. So you can't |24 the core programs?

Page 202 Page 204

1 believe that the numbersthat arein thefilingon | 1 | would hate to think that the Company is going to
2 the DSM have any basis. 2 start on its demand-side assessment for the 2012 IRP
3 Q. Thisisthe Ventyx problem? 3 without -- before it resolves -- before these issues
4 A. That'scorrect. Sothey havetoresolvethat. And | 4 areresolved. You know, we've put afair bit of
5 then, once they resolve that, thereistheissueof | 5 effort into thiscase. And | think it's appropriate
6 how do you deal with economic analysisfor DSM. And | 6 to, let'sresolve it and get out of the case what we
7 we've addressed that in some detail. We'velaidout | 7 can, and hopefully that will inform what they do in
8 how Staff would do that analysis. 8 the next filing. To say, well, let'srall this over
9 So, assuming the Company takes our 9 to the 2012 IRP, | would not like to have to start

10 recommendations and does the assessment and |10 again on thisissuein the 2012 IRP.

11 determines that, economically, DSM, compared withthe |11 Q. Waéll, there may be somewhere in between rolling over

12 cost of supply, that we could do much more than we |12 and starting again. | think my assumption and the

13 are doing, and let's say it's within the potential 13 question is different than your assumption and the

14 savings developed by GDS, it's not over, that it's |14 answer. There may be no right or wrong to it, but

15 within that, so the Company would report that, at |15 I'll think about that. Thank you.

16 least economically, using this Commission'stotal |16 CHAIRMAN GETZ: Redirect, Ms.

17 resource cost test, it makes sense to expand their |17 Thunberg?

18 programs up to acertain level, from aplanning |18 MS. THUNBERG: | just need a moment.

19 standpoint only. 19 REDIRECT EXAMINATION

20 And so the next step is, well, so the Commission |20 BY MS. THUNBERG:

21 seesthat and it can decide -- it can take that 21 Q. Mr. McCluskey, | just have a couple questions. And

22 information and push for expansion of the programs, |22 thisis on Commissioner Ignatius's point with the

23 the core programs for the Company, if it believes |23 Recommendation No. 5 having -- requiring an updated

24 that's appropriate. Without having that analysis, |24 resource mix analysis. | just want to go back to how
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1 does not having this resource mix analysishamper | 1 me. Fileit when you can, aslong asthe anaysisis
2 Staff's ability to blessthis IRP as adequate. And | 2 appropriate.
3 when | say "adequate,” being compliant withthemost | 3 Q. And I'd like to get your opinion on Attorney Camerino
4 recent order directing it to filean IRP. 4 was asking about the supplemental order and if there
5 A. Weéll, the prior order said do aDSM assessmentand | 5 was a hearing. A hearing could be a possible outcome
6 show us the resulting least-cost integrated resource | 6 after Staff has reviewed this supplemental resource
7 plan. The DSM assessment that we got isinadequate | 7 assessment; isthat correct?
8 because we've agreed that the modeling tool is 8 It could be. | could imagine that Staff files
9 faulty. And there are many other deficiencieswith | 9 something with the Commission, and the Company is
10 it aswell. So they couldn't possibly come up witha |10 allowed to critique that and submit a document giving
11 least-cost resource Integrated Resource Plan that we |11 its position on the assessment and Staff's criticism
12 could have any confidencein. So without them |12 of it, if that'swhat it is.
13 redoing it and showing the results of amore 13 Q. Anditispossible under that kind of alitigated
14 efficient analysis, werenot in apositiontosay |14 scenario that the filing could -- the 2012 IRP for
15 that they've met the requirements of the prior order. |15 February 2012, that filing deadline could be delayed.
16 Q. And let me addressthe timing issue, because | hear |16 Isthat --
17 you say that it leaves Staff unable to have a 17 A. Yes. If thisassessment takeslonger than |
18 complete IRP to do its complete assessment of whether |18 anticipate it will take, then we could delay the
19 the IRP is adequate or not; is that correct? 19 filing. There's no rate impact as aresult of these
20 A. Correct. 20 things. We can have them come in at any point.
21 Q. And knowing that Staff wants -- or that it would be |21 Q. Okay. Thank you. No further questions.
22 beneficial for National Grid and other gas companies |22 MS. THUNBERG: Thank you.
23 filing IRPs to have guidance from the Commission on |23 CHAIRMAN GETZ: Then| believe that's
24 how this DSM -- thisintegration of the supply side |24 al for Mr. McCluskey. You're excused. Thank you.
Page 206 Page 208
1 and demand side should really come out, that guidance | 1 (Whereupon the Witness was excused.)
2 cannot come out before the 2012 IRP with thetiming | 2 CHAIRMAN GETZ: Any objection to
3 that we have now; isthat right? 3 striking the identifications and admitting the
4 A. No. We'rerecommending that they provide therevised | 4 exhibits into evidence?
5 assessment two months after thisinitial order goes | 5 (No verbal response)
6 out. And Staff hopefully will beabletoturnout | 6 CHAIRMAN GETZ: Hearing no objection,
7 and review that fairly quickly and get asupplemental | 7 they'll be admitted into evidence.
8 order out, hopefully in time for the Company to | 8 Arethere any issues to address before
9 incorporate that guidance in the development of its | 9 providing opportunities for closings?
10 2012 assessment. 10 (No verbal response)
11 Now, the timing of the filing of the IRPs. The |11 CHAIRMAN GETZ: Hearing nothing, then
12 Company has represented in is testimony that it's |12 Ms. Hatfield.
13 expecting to fileit in February 2012. Isthat by |13 MS. HATFIELD: Thank you, Mr.
14 rule, by statute, or by order? 14 Chairman.
15 A. Thereare no statutesfor gas IRP. Typicaly, 15 CLOSING STATEMENT BY MS. HATFIELD:
16 companies have requested that they receive adelay in |16 MS. HATFIELD: | would like to begin
17 filing. They've never been banging on the 17 by thanking the Company for its work in attempting to
18 Commission's doorstep asking to filethe IRPona |18 undertake what Mr. Poe today described as its "first
19 certain date; if anything, they'd be asking to delay |19 truly integrated | RP that treats demand-side
20 it. So one would think that we can take whatever |20 resources like supply.” However, we must also agree
21 time we need in order to do this assessment so that |21 completely with Mr. Silvestrini's testimony today,
22 the Company has it in hand to work with beforeit |22 that the next step that we must take together isto
23 filesthe 2012. If they don't want to -- if they 23 integrate planning outcomes and program design on the
24 can't filethe 2012 IRP in February, that's fine with |24 efficiency side. As he stated, unfortunately today,
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1 those processes, planning versus the EE programs, are | 1 cost and benefits to customers.
2 divorced from each other. And we believethat if we | 2 It isimportant, we think, to
3 don't change that and take stepsto really marry 3 acknowledge that our current efficiency program
4 planning and efficiency program design together, we | 4 design, and indeed our rate-making framework itself,
5 will not reach the goal that the Commission statedin | 5 tend to dis-incent aggressive efficiency programs,
6 Grid'slast IRP order, that the Company should 6 even when efficiency isless expensive than
7 evaluate demand-side resources on an equivalent basis | 7 traditional supply. That must also be addressed,
8 to supply-side resources, so that customer needswill | 8 obviously not in an IRP docket. But we think it
9 be met at the lowest reasonable cost. Thisisour | 9 deserves mention here nonetheless. And | would also
10 goa inIRPs. But itisnot being implemented inthe |10 point out that the VEI study also has afull chapter
11 efficiency dockets. 11 devoted to how best to design efficiency incentives
12 The draft Senate Bill 323 report that 12 to motivate utilities to aggressively take advantage
13 the EIC is currently drafting highlightsthisby |13 of efficiency resources that are lower cost and
14 pointing out that the goal-setting processinthe |14 supply.
15 efficiency dockets does not connect to the planning |15 Finally, we take no position on
16 that the utilities do and that the goals arelargely |16 whether the IRP is adequate, but we do support the
17 set by the utilities themselves; as aresult, we are |17 items that the Company and Staff are in agreement
18 not taking advantage of the cost-effective 18 that should be included in the next IRP. Thank you.
19 efficiency. 19 CHAIRMAN GETZ: Thank you. Ms.
20 The efficiency dockets are also 20 Thunberg.
21 limited by an approach that largely maintains program |21 CLOSING STATEMENT BY MS. THUNBERG:
22 designs that we have had in effect since around 2002. |22 MS. THUNBERG: Thank you for your time
23 We can't continue this approach. We need clear |23 today. | just wanted to get back to the 10,000-foot
24 policy guidance that efficiency programs should be |24 level, that Staff and the Company does have agreement
Page 210 Page 212
1 designed to capture all cost-effective efficiency, | 1 on the bulk of the five recommendations that appear
2 and we also need a strong, clearly defined feedback | 2 in Mr. McCluskey's testimony. The agreement appears
3 loop between planning and program design. 3 on Page 4, Line 10 of the rebuttal testimony.
4 | believe that Mr. Silvestrini agreed 4 With respect to the points of
5 with this, and he said, however, we are not there | 5 disagreement, they involve Recommendation No. 1. And
6 yet. | think that Mr. McCluskey also agreed today | 6 Staff takes a position that the excess-capacity
7 that it isimportant that IRPs, asthey relate to 7 proceedings should not be delayed. Existing
8 demand-side programs, must connect efficiency | 8 forecasts and any updates can be useful, and that
9 planning back to the core docket. And webelieve | 9 delaying the proceeding to obtain more updated
10 that the way to get there starts with the Commission |10 forecasts runs the risks of causing customersto bear
11 clearly directing the utilities to move in that 11 greater costs.
12 direction. 12 With respect to the differences
13 Therefore, we respectfully request 13 regarding Recommendation No. 5, Staff requests the
14 that the Commission provide clear guidanceto Grid, |14 Commission order the Company to file the updated
15 aswell asto the other utilities, that utility 15 resource mix analysis within two months so that Staff
16 planning, both in IRPs and in the efficiency dockets, |16 can complete its review of thisIRP. If the
17 should take advantage of all cost-effective 17 Commission adopts National Grid's position of waiting
18 efficiency, and, as an important next step, that 18 and just skipping the 2010 IRP and having the
19 their efficiency planning and goal setting should |19 resource mix analysis filed with the 2012, you've
20 begin to put New Hampshire on a path to achieve dl |20 heard testimony today of the complications of
21 cost-effective efficiency, understanding, asMr. |21 guidanceis not there; and also, Staff isleft not
22 McCluskey pointed out, as well as Mr. Silvestrini, |22 being able to opine on whether customers' needs have
23 that it's important to carefully ramp up programs |23 been met at the lowest reasonable cost while
24 over time at areasonable rate, keeping in mind the |24 maintaining reliability.
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1 There's been alot of testimony today 1 followed Staff's recommendation, that the | RP process
2 about the merits of excess. But Staff was not 2 isinadequate and basically the Company has two
3 prepared today to discuss the merits, given the 3 monthsto cure. Anocther alternative would be -- and
4 agreement to the recommendation that we would discuss | 4 | think this one may have been the last one -- that
5 merits in another proceeding. 5 the process is adequate, except insofar asit needs
6 Staff asked the Commissiontoopena | 6 to correct the modeling error in the -- relative to
7 new docket to investigate whether the excessthe | 7 the DSM, the Ventyx mode!, which then, | guess, would
8 Company is carrying is appropriate, and that this | 8 still require a second step. Both of those would
9 docket be opened sooner rather than later sothat we | 9 require asecond step. Though maybe a variation on
10 can resolve thisissue and the customers know whether |10 that isit's adequate, subject to the condition that
11 they are paying more or asthey should for gas. |11 within a certain amount of time a correction is
12 Thank you very much for your time. 12 filed, it would be more of a compliance proceeding or
13 CHAIRMAN GETZ: Thank you. 13 a compliance step rather than a step two that might
14 CMSR. IGNATIUS: Can | just ask one |14 implicate more hearings. Those are at |east three
15 clarifying question, Ms. Thunberg. And | think the |15 variations that come to my mind. | don't know if you
16 testimony may have evolved a bit, whichiswhy I'm |16 have a preference among those.
17 confused. 17 MS. THUNBERG: I think the preference
18 Mr. McCluskey's testimony had said 18 was starting to come out in the redirect questioning
19 initially to have the updated resource assessment |19 of Mr. McCluskey, of how this deadline for filing the
20 within six months of the Commission's order, and then |20 2012 IRPsin February is order-based. That can be
21 just amoment ago you said that it should comein |21 moved. So we could complete the 2010 IRP in whole.
22 within two months in order for Staff to completeits |22 CHAIRMAN GETZ: well, seems to me any
23 evaluation of the 2010 plan, which suggeststhereis |23 of those three -- anything short of an order saying
24 no Commission order because there's no final 24 that the processis adequate is going to run up
Page 214 Page 216
1 recommendation and the record isn't closed. Soisit | 1 against the realistic probability of filing something
2 just two months from today, really, iswhat you'dbe | 2 in February of 2012. And any of these other
3 asking for, or isit something other than that? 3 variations would seem to me to be leading to more
4 MS. THUNBERG: | suppose| could -- | 4 time before the next filing.
5 (Staff discussing off the record.) 5 But let me -- Ms. Hatfield, do you
6 MS. THUNBERG: In answer to your 6 have anything on which of any of these approaches or
7 guestion, | think it could go either way. But Staff | 7 some other approach makes sense from a process level ?
8 envisioned that the order that would come out of this | 8 MS. HATFIELD: I think your third
9 hearing would address everything but the DSM 9 suggestion sounded like it might make sense. And I'm
10 component, and we'd leave that for the supplemental | 10 a so thinking whatever you say in the order will also
11 order that was suggested by Mr. McCluskey. 11 give guidance to the next filing, whenever it comes,
12 And the change in the position, just 12 and so that whatever weaknesses this process had will
13 to reflect back to Mr. McCluskey's testimony, is |13 have -- hopefully, it's a continuous improvement
14 that -- or oral testimony today, isthat giventhe |14 process so that the next one will be stronger. But
15 passage of time since his testimony cameoutin |15 I'm also mindful of the fact that in another docket
16 September, there has been headway from the Company on |16 the Commission is considering the sale of Grid's
17 fixing the model. So we don't -- Staff's not 17 assets to another company. So, you know, that just
18 thinking that they need six months still to submit |18 complicates things alittle bit.
19 the corrected version of the analysis. 19 CHAIRMAN GETZ: Especidly with
20 CMSR. IGNATIUS: Thank you. 20 respect to whatever the next filing is?
21 CHAIRMAN GETZ: well, it seemstome |21 MS. HATFIELD: Right. But | do
22 we've got at least three procedural devices. And |22 definitely agree with Staff, that the February 2012
23 there may be more. I'm trying to interpret what the |23 is not written in stone, so there certainly is
24 proposal is. There could be an order saying, if we |24 flexibility in the deadline for the next IRP.
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1 CHAIRMAN GETZ: Let mejust propose | 1 and models that were all built on the 2009 data from
2 thisaswell. Well give you an opportunity for your | 2 the supply side and portfolio side, | think is
3 closing, Mr. Camerino, and if you have any preference | 3 misguided. And | can't imagine the Commission doing
4 among these. But if the parties want to give some | 4 that. The Company doesn't make its own decisions on
5 further thought to potential approachesto whatever | 5 that basis. And for the Commission to make decisions
6 the order might be -- and I'm assuming, again, Mr. | 6 on that basis would, | think, be wrong. Frankly,
7 Camerino, your preference would be that wejust | 7 welll bein the proceeding -- if you open such a
8 approve thefiling, and that there would be one order | 8 docket, we'll bein the proceeding, and the
9 and that would beit. Butin case you have any other | 9 information will all be available. And you can rest
10 thoughts, any of you have any other thoughts on what |10 assured the Company would seek to introduce it
11 the best process mechanismiis, if you'd file 11 through its witnesses. Soit's going to comein,
12 something in writing within, | don't know, by theend |12 whether that's the premise of the proceeding or not.
13 of next week, that might prove helpful. 13 And so | don't understand the reluctance.
14 Mr. Camerino, your closing. 14 And it amost seems like arush to
15 MR. CAMERINO: Thank you. 15 play gotcha. And honestly, the Company is concerned,
16 CLOSING STATEMENT BY MR. CAMERINO: |16 that it had the Concord Lateral proceeding for the
17 MR. CAMERINO: Well, let me start by |17 very reason, that it did not want to make a
18 saying that resource planning is a complex matter, |18 commitment like that and then have cost disallowances
19 and they are not issues that lend themselves well to |19 later. And the ideathat that commitment is now
20 the hearing room. And | think if anything has been |20 being utilized by the Staff in order to argue for
21 proven today, we've proved that again. And we're |21 disallowance of a different asset that it says became
22 really herefor one reason, essentially, and that's |22 unnecessary because of that commitment in large part
23 the disagreement, as Attorney Thunberg said, asto |23 isreally troubling and an issue that, in essence,
24 whether the Commission should use the most recent |24 almost sounds like a collateral attack on the
Page 218 Page 220
1 data available, if it's going to open a docket to 1 Commission's decision in that case. Obvioudly,
2 consider that the Company should retire these 2 that's something that would be taken up in the next
3 significant facilities that it owns, and which | 3 docket.
4 think it'sfair to say, if anything, the Commission | 4 So alot of changes over two years.
5 has indicated in the past it wanted to ensure 5 We talked about Granite Ridge. We talked about the
6 continued to operate. And so | understand that times | 6 changes that the Concord Lateral brought about. We
7 change and circumstances change, and the Commission | 7 talked about the change in the load forecast that
8 could alwaysreach a different conclusion. But!l | 8 went down because of the recession, and undoubtedly
9 think thisis a pretty substantial issue. Andif the | 9 will come up as we come out of the recession.
10 Commission were to determine that such adocket was |10 The Company's position, as it
11 necessary, | can't imagine it making that decision |11 indicated today, and the reasons it indicated today,
12 based on old data. And it may bethat theload |12 isthat docket is not necessary and would not be a
13 forecast data has been updated by one year, 13 good use of Commission time.
14 information that Staff thought was significant enough |14 So the statement that we agree to that
15 and needed enough, that it insisted it be provided. |15 recommendation isincorrect. What the testimony says
16 But the rest of the plan hasn't been updated. And |16 is the Company was prepared to agree to it if updated
17 when you update the load forecast, you run that |17 data was used, because we're confident as to what
18 through amodel. You get lots of different results. |18 that would show. | can't, for the life of me,
19 Other contracts come up for retirement. Things |19 understand the testimony about having to go through
20 change rapidly in thisworld. And weve seenthat |20 the entire 2012 | RP proceeding before the Commission
21 again and again. And the evidence today demonstrates |21 could consider the excess-capacity issue. If the
22 that clearly, that in one, two, three years, there |22 Commission decides that a docket like that is
23 are big, big swings. And theideathat we'regoing |23 necessary, you will have the 2012 load forecast.
24 to use data from 2009 or 2010 for the load forecast, |24 You'll have the SENDOUT model runs the way you want
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1 them with the DSM model all availabletoyou. You | 1 companiesthat useit. Nobody else found that
2 don't need to wait for the 2012 IRP to come to 2 problem until the Company did. And the problemis
3 conclusion. What we want isthe right to providethe | 3 being fixed. But thisis not some kind of
4 latest data. So that was news to us when Mr. 4 wrongdoing. It'sthe difficulty of doing something
5 McCluskey testified that he thought that proceeding | 5 that is extremely complex and that hasn't been done
6 had to go through its full coursein order for youto | 6 before. The Company -- every time there's one of
7 use the updated data. That was not what we 7 these IRPfilings, there are refinements. Normally
8 envisioned. That's not what we're proposing. Now it | 8 these cases settle and the parties come up with some
9 amost sounds as if we're al talking about waysto | 9 language to sort of avoid the adequacy/inadequacy
10 have the Company delay itsfiling of the 2012 IRP, |10 issue, because in amost every docket there are
11 which, while we would normally be happy to do, we |11 changes that the Staff wants going forward.
12 have no intention of doing if theresgoingtobean |12 So we would ask that the Commission,
13 excess-capacity docket. Wewill file that document, |13 asit did in the last docket in which there were
14 whether it's in the excess-capacity docket or inan |14 significant disagreements, accept the IRP and
15 IRP docket. 15 indicate what it would like to see changed going
16 That said, given that we're here and 16 forward. That would avoid, | suppose, the concern
17 we haven't settled the case, theresabig, ugly word |17 that Staff has of thisissue of adequacy. But to say
18 in Mr. McCluskey's testimony, and that word is |18 that the plan isinadequate as a supply plan we think
19 "inadequate." And it isnot correct to call the 19 is not appropriate.
20 Company's supply plan here "inadequate." Infact, if |20 With regard to the GDS data, the
21 the Company did what Mr. McCluskey asked, it would be |21 Company gave full consideration to the datain that
22 "inadequate” for supply planning purposes. He's |22 report. But again, it has to make some kind of
23 seeking a plan that is utilized for other purposes. |23 assessment from a supply plan standpoint asto
24 They are legitimate purposes, as Mr. Silvestrini |24 whether it can achieve those levels of savings. And
Page 222 Page 224
1 indicated, but that's not the way the Company does | 1 | don't believe that the Commission would want, for
2 its supply plan. And it would beimprudenttodoit | 2 supply planning purposes, for the Company to not
3 that way. 3 apply its own judgment in deciding whether to use
4 So there's two things going on here. 4 those numbers. If thereis an economic potential
5 And ther€'s nothing essentially wrong withwhat Mr. | 5 study and the type of approach taken that Attorney
6 McCluskey is saying in that regard, except that 6 Hatfield mentioned and that Mr. McCluskey seems to be
7 that's not what's necessary or appropriate for a 7 referring to, that is -- that would be a different
8 supply plan. So the words "inadequate,” thoseare | 8 guestion and something that is probably worth doing.
9 loaded words. They bring alot of consequenceswith | 9 | think that we're here in many ways
10 them. And the Company simply cannot accept an |10 on issues that would normally not see the light of
11 outcome where its supply plan -- whereit did do what |11 day in anorma Commission docket, but for the fact
12 the Commission asked, which was to evaluate DSM |12 that the parties can't agree on what data would be
13 measures on an equivalent basis. It didthat. And |13 used if thereis an excess-capacity docket. And the
14 it did it in the optimization -- and it did it for 14 rest of this, while it sounds like alot of noise, is
15 thefirst time. And so those arethingsthat are |15 something that I'm confident the parties could have
16 complex and sometimes need tweaking. Itdiditin |16 dealt with, maybe yet will deal with.
17 the optimization mode, and it worked properly. It |17 With regard to the timing of
18 did it in the resource mix mode, and the outputs were |18 re-running the DSM side, once the Ventyx SENDOUT
19 not correct, through no fault of the Company. And| |19 model was fixed, | think we would gladly welcome the
20 can understand Mr. McCluskey's personal frustration |20 opportunity to talk to the Consumer Advocate and
21 at having figured that out in the discovery process. |21 Staff on that, and if we can't come to agreement,
22 And | can understand that that is, you know, a |22 each submit a proposal in writing. Because,
23 frustration. But it's not the Company'smodel. And |23 honestly, thisisthe first time weve heard it. And
24 nobody else had found that problem. There are other |24 | would be remissif | just started speaking on that
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1 without understanding practically, inreal life, what
2 folks who have to run those models can do, understand
3 better the state of the model, asto whether it's
4 been fixed. And I think, you know, we can make
5 theoretical decisions, but there are real people on
6 the ground who have to implement them, and | would
7 rather have them involved.
8 | don't believe that the failure of
9 the Ventyx model, though, the SENDOUT model, makes
10 this plan inadequate. And I think that the
11 Commission can render a finding without that and
12 then, hopefully, based on the recommendations of the
13 parties, come up with aprocess for ensuring that in
14 the next IRP that model will function properly.
15 Thank you.
16 CHAIRMAN GETZ: Okay. Well, thank you
17 very much. Then we will close the hearing and take
18 the matter under advisement. Thank you, everyone.
19 (WHEREUPON, the Afternoon Session was
20 adjourned at 3:53 p.m.)
21
22
23
24
Page 226
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