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PROCEEDI NGS

CHAI RVAN GETZ: Gkay. Good norni ng,
everyone. W'I|l open the Docket in DG 041.

On March 1, 2010, National Gid filed
an Integrated Resource Plan for Comm ssion review.
An order of notice was issued on April 21, anong
ot her things, setting a prehearing conference that
was held on May 20. Subsequently, a secretarial
|l etter was issued approving a procedural schedul e,
whi ch has been revised fromtine to tine, resulting
in the hearing this norning.

So, can we take appearances, please.

MR. CAMERI NO. Good norni ng,
Comm ssi oners. Steve Canerino, from MLane, G af,
Raul erson & Mddleton. And with nme is Carol
Hol | ahan, and we're appearing on behal f of National
Gid NH

CHAI RVAN GETZ: Good nor ni ng.

MS. HATFI ELD: Good norni ng,

Comm ssioners. Meredith Hatfield, for the Ofice of
Consuner Advocate, on behalf of residential
ratepayers. And with ne for the Ofice is Steve
Eckberg and Donna MFarl and.

CHAI RVAN GETZ: Good nor ni ng.

{DG 10- 041} [Hearing re: IRP] {7-14-11}
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M5. THUNBERG  Good norning. |'m
Mar ci a Thunberg, on behalf of Staff. And with ne
today is George Mcd uskey and Bob Watt. Thank you.

CHAl RMAN GETZ: Good nor ni ng.

Are you ready to proceed, M.

Caneri no?

MR. CAMERI NGO Yes, we are. The
Company calls Elizabeth Arangi o, Leo Silvestrini and
Theodore Poe, Jr. They're going to be testifying as
a panel .

And maybe | could just attend to a
coupl e prelimnary housekeeping details as they're
taki ng the stand.

First of all, it's ny understandi ng
they' |l be testifying to support both the initial |IRP
filing, as well as their rebuttal testinony. And
there actually was no fornmal testinony filed at the
initial part of the proceeding. It's just the plan
docunent itself. And unless the Comm ssion woul d
want ot herwi se, | would sinply, after they're sworn,
have themidentify the testinony, swear to its truth,
et cetera, and not have them provide a sunmary. So
ny understanding is they would be open for

Cr oss-exam nati on.
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| would I'ike to reserve the right,
given that they are filing rebuttal in this case, and
we have not heard from M. MO uskey in response to
that, to have themtake the stand again in true
rebuttal if there are new things said; although, for
obvi ous reasons, | would hope to avoid that.

And then the other procedural itemis
| was going to mark as the first exhibit the IRP
docunment itself. But |'ve given the clerk a copy of
the filing with the revi sed pages actually incl uded
and was not going to mark the original filing and
then revi sed pages, but rather have one docunent al
in one place, if that's okay with the Conm ssi on.

CHAI RVAN GETZ: Any objection to that
pr oposal ?

M5. THUNBERG  None from Staff.

CHAI RMAN GETZ: Okay. Sounds good.

MR CAMERING So | think we're ready
to have the w tnesses sworn.

Wher eupon the follow ng Wtnesses were

duly sworn and cautioned by the Court

Reporter:

{DG 10- 041} [Hearing re: IRP] {7-14-11}
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ELI ZABETH D. ARANG O, SWORN

THEOCDORE PCE, JR, SWORN

A. LEO SI LVESTRI NI, SWORN
DI RECT EXAM NATI ON

BY MR CAMERI NO

Q

If we could just go one by one, starting with M.
Arangi o. Wuld you state your nane and busi ness
address for the record, please.

(By Ms. Arangio) Yes. M nane is Elizabeth Arangi o,
and ny business address is 40 Sylvan Road in Wal t ham
Massachusetts.

And Ms. Arangi o, would you just give your title and
responsibilities wwth the Conpany and your role with
regard to the IRP that's being considered in this

pr oceedi ng.

(By Ms. Arangio) Yes. | amthe Director of Gas
Supply Planning for National Gid. And what those
responsibilities include is planning the resource
portfolio for nmaking sure that we neet custoner

requi renents in EnergyNorth. And ny role in the IRP
was to prepare several sections within the IRP
specifically the design of the resource portfolio.
M. Poe, let ne ask you the same questions. Wat's

your nane and busi ness address?
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

(By M. Poe) Certainly. M nanme is Theodore Poe, Jr.
My address is National Gid, 40 Sylvan Road, Waltham
Massachusetts, 02451. And | ama | ead anal yst with
t he Conpany.
And what's your role with regard to the IRP that's
the subject of this proceedi ng?
(By M. Poe) Wth regard to the IRP, | was
responsi bl e for generating the custoner requirenents
forecast, the design planning standards for the
Conpany, and al so nodel i ng the Conpany's resource
portfolio.
Thank you.

And M. Silvestrini, your nane and busi ness
address, pl ease?
(By M. Silvestrini) I"'mLeo Silvestrini. |1'mthe
Manager of Gas Load Forecasting for National Gid.
My busi ness address is 40 Sylvan Road, Waltham
Massachusetts.
And what's your role with regard to the IRP that's
the subject of this proceedi ng?
(By M. Silvestrini) Yeah. | prepared the denmand
forecast and oversaw the devel opnent of the demand
forecasting nodels, and al so coll aborated with

M. Poe to design the denmand-si de managenent

{DG 10- 041} [Hearing re: IRP] {7-14-11}
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

o > > >

component of the supply-side portfolio.

Thank you. I'mgoing to show all of you a docunent
that is entitled "National Gid NH Integrated
Resource Pl an," and has a date of February 26, 2010.
It indicates on the cover sheet that it includes
revi sed pages that were filed with the Conm ssi on on
August 18t h, 2010. And was what prepared by the
three of you or under your direction?

(By M. Poe) Yes, it was.

(By Ms. Arangio) Yes, it was.

(By M. Silvestrini) Yes, it was.

And is it -- subject to any inaccuracies, let's say,
that are the result of a passage of tinme, is it true
and accurate to the best of your know edge and

bel i ef ?

(By Ms. Arangio) Yes, it is.

(By M. Poe) Yes, it is.

(By M. Silvestrini) Yes, it is.

MR CAMERINOG First of all, if |
could have the plan with the revised pages that were
filed with Conmm ssion on August 18, 2010 be narked as
Exhibit 1 for identification.

CHAI RMAN GETZ: So nar ked.

(The docunent, as descri bed, was

{DG 10- 041} [Hearing re: IRP] {7-14-11}
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

10

herewith narked as Exhibit 1 for
I dentification.)

MR. CAMERI NO  Thank you.

BY MR CAMERI NO

Q

"Il ask this to M. Silvestrini, but if the others
have sonething further to add, please feel free to do
Sso.

Can you explain very briefly to the Conm ssion
in what ways this plan would be no | onger accurate or
out of date because of the passage of tine.

(By M. Silvestrini) Yes. The original plan was
filed, | believe it was March 1st, 2010. And the

anal ytical work began in the late summer/early fal

of 2009. So, first of all, the demand nodel s and
forecasts that |I'mresponsi ble for would have been
prepared at that tinme. | believe the actual data

that we did our analysis on at that tinme ran through
March of 2009. And during the course of the
proceedi ng, we updated that through June of 2010.

So, the first thing we would need to update is
t he actual experience that the Conpany had in terns
of the demand on its systemsince that tine, as well
as the econom c and denographi ¢ and pricing vari abl es

that were used to devel op the nodels, the econonetric

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]
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11

nodel s that we used to generate the forecast. So at
a mninmum we would need to update historical data
and then the forecast of the drivers to create the
nodel s.

And you nentioned data that was updated as of

June 2010. That was -- if | understand what you're
referring to correctly, that's infornmation that was
provided to the Staff during discovery. But the plan
itself was not updated in any way to reflect that?
(By M. Silvestrini) That's correct. It was just to
t he extent of the demand forecast with that update.
Let nme show you now a docunent entitled "Prefiled
Rebuttal Testinony of Elizabeth D. Arangio, A Leo
Silvestrini and Theodore Poe, Jr., dated June 29,
2011, and ask you if that's your prefiled rebuttal
testinmony in this docket.

(By Ms. Arangio) Yes, it is.

(By M. Poe) Yes, it is.

(By M. Silvestrini) Yes.

And was that prepared by the three of you or under
your direction?

(By Ms. Arangio) Yes, it was.

(By M. Poe) Yes.

(By M. Silvestrini) Yes.

{DG 10- 041} [Hearing re: IRP] {7-14-11}
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

12

Q And is it true and accurate to the best of your
know edge and belief?

(By Ms. Arangio) Yes.

(By M. Poe) Yes.

(By M. Silvestrini) It is.

Do you have any corrections to make to it?

(By Ms. Arangi o) No.

(By M. Poe) No.

> > > o >» > >

(By M. Silvestrini) No.
MR. CAMERI NGO Could we have the
rebuttal testinony marked as Exhibit No. 2, please.
CHAI RVAN GETZ: So nmar ked.
(The docunent, as descri bed, was
herew t h marked as Exhibit 2 for
I dentification.)
MR. CAMERI NO  That concl udes ny
di rect exam nati on.
CHAI RVAN GETZ: Ms. Hatfield.
MS. HATFI ELD:  Thank you, M.
Chai r man.
CROSS- EXAM NATI ON
BY MS. HATFI ELD:
Q Good norni ng, Wtnesses.

A (Wtnesses) Good norning.

{DG 10- 041} [Hearing re: IRP] {7-14-11}
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

Q

13

|'d like to begin by asking you about a date that is
in your rebuttal, and it appears on Page 6 at

Line 19. You referred to a period from Novenber 2009
t hrough October 2011. And | wondered if the 2011
shoul d be 2010.

CHAI RVAN GETZ: Soneone needs to say
sonet hi ng.

MR. CAMERI NG That information
actually came fromM. Culliford. She's not sworn
in, but we can swear her in and have her give the
answer to that, if that woul d be hel pful.

CHAI RVAN GETZ: Wiy don't you j ust
make the representation.

MR. CAMERI NO Ckay. Apparently, 2011
is correct. It includes transactions that were made
this sumer that cover that period right up through
Cct ober of 2011

CHAI RVAN GETZ: Thank you.

BY Ms. HATFI ELD:

Q

If you would please turn to Page 9 of the rebuttal

At the bottom of the page, beginning on Line 18, you
di scuss the current supply/denmand bal ance. Do you
see that?

(Wtnesses) Yes.

{DG 10- 041} [Hearing re: IRP] {7-14-11}
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

14

And on Line 21, you have the figure of 180,233 MVBtu
per day. Do you see that?

(By M. Poe) Yes, nma'am

And then on Line 23 you state that the forecasted
peak day for the 2010 wi nter was 140,043 MVBtu. Do
you see that?

(By M. Poe) Yes, nma'am

Do you know what the actual was for the 2011 wi nter?

(By M. Poe) Well, in the winter of 2010-2011, we did
not have an actual peak day. It did not get cold
enough. No, | do not know t he back-casted nunber,

off the top of ny head.

So is it fair to say that there are approxi mately
40, 000 MvBtu that woul d be consi dered excess, based
on those two nunbers?

(By M. Poe) Yes, the difference between the
deliverability that the Conpany has and t hat
forecasted peak day for that wnter is approxi nately
40, 000.

Do you know what the cost to custonmers is wth the
Conpany havi ng that excess capacity?

(By Ms. Arangio) No. At this point in tine, that's a
representati on of the conparison of the total

resources avail abl e versus the peak day. But when
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

15
we -- as we explained further in our testinony, we
can't assign a specific cost to the actual assets
t hat woul d be determ ned, as we portrayed here, as
excess.

But there is a cost to custoners of having excess
suppl y.

(By Ms. Arangio) Yes. Well, in the portfolio, as we
refer toit as well in our testinony, the "l unpy

i nvest nent cycle" is such that when the Conpany
identifies a need going out in the future, we need to
contract for increnental capacity to neet custoner
requi renents. So that at any given tine there al ways
is a slight bit of excess within the portfolio, and
we grow into that excess. So, like | said, at any
given tinme, we would never have a decrenment. So the
"lunpy investnent” is the nature of such that you
grow into that investnent, and then when you maxim ze
that investnent, then you need to make anot her
investnent in additional resources to neet custoner
requi renents.

Turning to Page 13 of your rebuttal, starting at

Line 8, you refer to the Comm ssion's order in your

| ast | RP proceeding. Do you see that?

(BY Ms. Arangi o) Yes.

{DG 10- 041} [Hearing re: IRP] {7-14-11}
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

16

(By M. Poe) Yes, nma'am

(By M. Silvestrini) Yes.

And there you quote the Comm ssion's order which
stated that the Conpany shoul d describe its process
for integrating demand-si de and suppl y-si de resources
so that custoner needs wll be net at the | owest
reasonabl e cost while nmaintaining reliability and
taking into account the other non-cost planning
criteria. Do you see that?

(By M. Poe) Yes.

(By M. Silvestrini) Yes.

And then on the follow ng page, starting at Line 4,
you state that M. MO uskey's testinony blurs the
di stinction between the role of a supply plan and an
econom ¢ potential study. And |I'mwondering if you
can just speak a little bit nore to that statenent.
(By M. Silvestrini) Yes. As we |ooked at putting
together this filing and incorporating demand-si de
management, we were focused on our responsibilities
in preparing a supply plan that wll neet custoner
needs under, you know, the required design criteria,
desi gn date, design year nornmally in your criteria.
It was only through subsequent discussions with Staff

that we di scovered that there was probably a
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

17

difference in interpretation of the Departnent's
order and how to treat the DSM And we found out
that the Staff's interpretation was that they wanted
us to do an economic potential study that would
identify the full range of energy efficiency that
woul d be avail able to the Conpany. Qur role, though,
was to put together a supply plan. And our
interpretation was to | ook at energy efficiency as a
supply plan. So, in our mnds, an econom c potenti al
study is a val uabl e but sonmewhat acadeni c exercise
that identifies what those full range of efficiency
programs or neasures mght be. But it nay not be
practical to incorporate many of themin a supply

pl an, where we need to nmake sure that the supplies
are reliable and delivered at the tinme and under the
weat her conditions that we need them

On Page 14, down on Line 17, you state that the
Company eval uated the results of the technical
potential study that was conducted by GDS. Do you
see that?

(By M. Silvestrini) Yes, | do.

So you were obviously aware that New Hanpshire had
al ready perforned a potential study for efficiency.

(By M. Silvestrini) Yes, | did. And | reviewed that
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

18

study in detail as we prepared this filing.

And then in your rebuttal testinopny you go on to
state that you | ooked at the potentially avail abl e
scenario in the GDS study; is that right?

(By M. Silvestrini) |I actually |ooked at all of
them but that was the one that | ooked |ike the nost
reasonabl e of the study scenari o.

Now, you previously, and also in your rebuttal, you
used the word "academ c" and then you used the word

"practical,"” and then in your rebuttal, on Line 19,
you use the word "realistic.” And you state on

Line 20 that the potentially avail able scenari o would
result in 8 7 tines the 2010 efficiency goal for the
Company; is that right?

(By M. Silvestrini) Yes, it is.

And then on the next page, on Page 15, at Line 17 --
starting on Line 15 -- excuse ne -- you state the
Company determ ned that a practical |limt on the
increase in efficiency that was scal eabl e was two
times the goal; is that right?

(By M. Silvestrini) Yes.

So your testinony is that you reviewed the GDS study,
and it is your belief that the Conpany can only

double its efficiency goals over 20107?
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

19

(By M. Silvestrini) That's correct.

What year do you think it would be reasonable for the
Conpany to nove to that increase?

(By M. Silvestrini) Wen we put together the
demand- si de conponents for our supply plan, we were
trying to identify which neasures we could put in

pl ace to realize the kinds of savings that woul d be
needed that we could rely on for a supply plan. And
when we did that, we | ooked at the GDS study as a
starting point. And we were hoping to be able to use
that as kind of an outer bound to put sone
constraints. |If you think about -- and M. Poe can
direct his comments to this better than |I. But when
we do the supply plan, we put the gas demands in the
| i near programm ng optim zation nodel, along with the
various supplies that are in our portfolio. And we
were | ooki ng to put demand-side managenent options in
that portfolio as well.

So, as you optimze that, you need to | ook at
what energy-efficiency, denmand-side managenent
measures woul d deliver the kinds of volunes that we
need to rely on as we put the plan together.

As | evaluated the GDS study, | | ooked at that.

And | conpared it to the prograns that are in place
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]
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w th the budgets and the neasures and the |evels of
partici pants that have been approved by the

Conmmi ssion in the past and nodified over tine. And
when | did the conparison of the two, it |ooked to ne
i ke even the nost conservative, or the | owest
scenario in the GDOS study was sonewhat practical or
beyond the reach, given the experience that we had in
the prograns over the last, I'mgoing to say 10 or 11
years.

Wth that in mnd, we went to the
energy-efficiency folks within the Conpany and said,
how can we nodify our existing prograns to generate
nore energy efficiency, and how do we cost that out.
And they identified which neasures they thought could
be expanded and at what cost they coul d be expanded
so that we could nodel them and put that in a supply
plan. And that's what we did.

Is it a correct reading of your analysis of the GDS
study to say that you could increase efficiency goals
by 8. 7 tinmes and that the cost of efficiency would
still be lower than the cost of gas?

(By M. Silvestrini) Could you repeat that? I'm not
sure | understood the question.

If the Conpany -- just say, for argunent's sake, the
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[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]
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Comm ssion says to the Conpany, W want you to

i ncrease efficiency 8.7 tines. W want you to
achieve the potentially available scenario in the GDS
study -- which | think you said would take a | ot of
work; is that right?

(By M. Silvestrini) That's correct. And | think
even GDS says it woul d take aggressive narketing and
outreach to achi eve those kinds of |evels, wthout
defini ng "aggressive."

But if you did that on a per thermbasis fromthe
custoner's perspective, would the efficiency be |ess
expensi ve than a therm of gas?

(By M. Silvestrini) That highlights one of the
probl ems that we had using this infornmati on and one
of the problens we had with expandi ng the prograns,
because we know what it costs us to achieve the
certain levels that are in our prograns, and we have
sone idea of what it would take to expand certain
nmeasures. For exanple: W |ooked at neasures in the
programthat specifically had rebates as incentives,
and we said we know we can get nore participants and
nmore savings if we offer the rebates and i ssued nore
rebates. And that's a direct cost.

The problemwith the GDS study is that if we go
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much beyond the prograns that we have now, we know
it's going to cost increnentally nore noney to

achi eve nore savings. And we're not sure what that
rate of growh is going to be. So if you just assune
current costs, they may or may not be cost-effective
relative to the supplies in our portfolio. But it
was hard to quantify what it would take to achieve
those kinds of levels. And that's part of what | say
when we | ooked at what is practical. And that pretty
much pushed those results beyond what we deened
practical, because it was difficult to quantify what
it would cost to attach those kinds of DSM savi ngs.
Is it possible to change or nodify the existing
efficiency prograns to incorporate different measures
or different types of projects that could help

achi eve a hi gher efficiency goal?

(By M. Silvestrini) Yeah. Unfortunately, |'m not
the program expert. You' d have to have sonebody wth
a better know edge of what it takes to put those
programs in the field than I.

Near the top of Page 15, at Line 2, you al so nake
reference to "a budget | evel that was acceptable to
the parties.” Do you see that?

(By M. Silvestrini) Yes, | do.
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And there it sounds |like you' re making reference to
the increased cost of efficiency that woul d be
necessary to achi eve higher goals; is that right?
(By M. Silvestrini) Yes, it is. And |I'malso
referring to the other proceedings before the

Comm ssion that determ ne what the appropriate | evel
of energy-efficiency programs are, bal ancing the
interest in encouraging energy efficiency and

achi evi ng those savi ngs, and understandi ng the val ue
of doing that, but al so bal anci ng that against the
cost to the remaining custoners, what the inpact on
rates are and what bill inpacts on custoner groups
are.

In your analysis, did you talk to the parties in the
ef fici ency docket about what budget | evel would be
acceptable to thenf

(By M. Silvestrini) In preparing this filing?

Yes.

(By M. Silvestrini) No, we did not.

Are you famliar wth Massachusetts prograns that
Gidruns in the efficiency arena?

(By M. Silvestrini) Vaguely.

Are you aware that in Massachusetts there's nore of a

requi renent than in New Hanpshire that utilities
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capture all cost-effective efficiency?
(By M. Silvestrini) Just indirectly.
On Page 17, at Line 4, you start a discussion where
you say that there's value in creating a scenario for
efficiency. And then on Line 6 you say, "Such an
exercise i s best done apart froma supply plan.™

And t hi nki ng ahead for the next IRP, can you
tal k about that statenent and how it relates to the
goal of having an integrated resource plan?
(By M. Silvestrini) Yeah. | think there's a value
in doing the economc potential study. As | say,
it's sonmewhat an academ c or anal ytical exercise.
But then, when it cones down to the reality of
putting a supply plan together, you need to nake
judgnents about what's in that econonic potential,
where you need to scale back to make sure that the
savings are real. Again, as we're putting together a
supply plan, we need to nake sure that the gas
supplies are avail able to neet our custonmer denands
at the tinme and under the weather conditions that are
in place. And to the extent that sone
energy-efficiency neasures or parts of the program
don't really deliver those kinds of savings when we

need them the nost, or perhaps even where on the
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system we need themthe nost, we can't really rely on
those as supply planners. On the other hand, to the
extent that there is nore energy efficiency that we
could be doing that's cost effective, | think it's
valuable to identify that.

And if you think about a process -- and this
came up during discussions we had with the Staff --
if you start with an econom c potential study, or
sonmewhat of a technical potential study, and then
scal e that back to what's reasonable and practical to
put in a supply plan, | think that's a val uabl e
exercise. But if the intention was to do an econom c

potential study and put that in your supply plan, |

think as a supply planner | would be -- | don't know.
That woul d be very poor judgnent on ny -- on our
part.

And earlier you read with me the | anguage fromthe
Comm ssion's order that you cite on Page 13 that
states that custoner needs wll be net at the | owest
reasonabl e cost while nmaintaining reliability and
taki ng into account other non-cost planning criteria;
correct?

(By M. Silvestrini) That's correct.

So the | owest reasonabl e costs also need to be a
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factor in your planning; right?

(By M. Silvestrini) That's correct.

On Page 17, at Line 18, you state, "The issues raised
by M. MCuskey in this regard are refinenents that
can readily be made to the Conpany's nodeling
effort.” Do you see that statenent?

(By M. Silvestrini) | do.

| s the Conpany planning to nake what it calls these
"refinenents” when you file your next |RP?

| think we'll |ook at the outcone of this proceeding
and find out, you know, what refinenments the parties
agree to and the Conm ssion agrees to. And, you
know, we woul d make what ever refinenents are deened
appropriate, as we have in the past. | nean, every
time an order conmes out, there are a set of
conditions that we need to conply with. And we do
that with the understanding that there will probably
be ot her revisions comng down the road as we | ook at
ways of inproving these supply plans and the anal ysis
that goes into them and we nake those adjustnents as
we go forward.

On Page 18, at Line 23, you refer to a February 2012
IRP filing. Do you see that?

(By M. Silvestrini) | do.
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So the Conpany is planning to file its next |IRP at
that tinme?
(By M. Silvestrini) Yeah. | think under the rules

we need to file every two years. The |ast one was
filed in February -- actually, Mrch 1st of 2010.

And the next one would be due in February 2012.

In order to incorporate changes that m ght cone out
of this docket, is there a particular tine when you
woul d need an order in this case in order to do so?
(By M. Silvestrini) W generally begin work on these
about six nonths before the due date. So, sonetine,
whenever that is, Septenber. But if it were shortly
after that, |I'msure we could nmake md-term
corrections to it to adjust for those requirenents,
provided it wasn't too far along in that six-nonth
peri od.

And you stated previously that you're not an
efficiency-programexpert; is that right?

(By M. Silvestrini) That's right.

Can you talk a little bit about the interaction

bet ween the planning staff at Gid and the efficiency
program staff who will need to inplenent what m ght
cone out of this process?

(By M. Silvestrini) Yes. As we were preparing this
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docunent, we net several times with the program
peopl e, policy people, the evaluation people, to talk
about specifically what nodifications we could nake
to the existing prograns that woul d gi ve us sone
realistic assunptions on the kinds of DSM savi ngs we
could incorporate in the supply plan. And they were
the ones that told us which progranms and whi ch
nmeasures to nodify, how to nodify them and what
constraints we should put on how nuch we coul d expand
t hose prograns reasonably over the five-year period
of the forecast.

Are you famliar with the study that the Conmm ssion
i's conducting wth an i ndependent consultant that was
required by legislation |ast year to | ook at the
status of New Hanpshire's efficiency and sustai nabl e
energy prograns?

(By M. Silvestrini) |I know that there's a study
going on, but I"'mnot real famliar with the details
or what the objective of the study is.

Once that study is final, would that be sonething
that the efficiency programstaff would use in
devel opi ng future prograns?

(By M. Silvestrini) That | can't answer. | assune

so. But again, not being the programexpert, | don't
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know how t hey would use it.

MS. HATFI ELD:  Thank you, M.
Chairman. | have nothing further.

CHAl RMAN GETZ: Thank you. M.
Thunber g.

CROSS- EXAM NATI ON

BY M5. THUNBERG
Q Good norni ng.
A (Wtnesses) Good norning.

M5. THUNBERG W have not yet marked
for identification M. MO uskey's testinmony. So |I'd
like to do that at -- well, actually, | don't have it
aut henti cated, but | do have sone questions on it.

Do you have his testinony in front of you? And I
assunme the Conmm ssioners have a copy of M.

McCl uskey's testinmony? Wen | say updated, there
wer e sone typographical errors that were corrected on
Cct ober 13t h.

CHAl RVAN GETZ: Well, we can mark the
Cctober 13th version of the testinony for
identification as Exhibit No. 3.

(The docunent, as described, was

herewi t h marked as Exhibit 3 for

I dentification.)
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MS. THUNBERG  Thank you.
BY M5. THUNBERG
And I'd just like to draw your attention to the
recommendations in M. Md uskey's testinony on
Pages 7 and 8. And | just want to wal k t hrough where

o >» >» O >» O »

we have agreenent, because in your rebuttal testinony
you've nade a statenent that there's agreenent on
specific recommendati ons and then there are
differences on others. So | want to just hone the
Comm ssioners in on this.

Wth respect to Recommendation No. 2, is it the
Company's position that there is agreenent between
Staff and the Conpany on Recommendati on No. 27
(By Ms. Arangi o) Yes.

And al so with Recommendati on No. 37

(By Ms. Arangi o) Yes.

And Recommendati on No. 47

(By Ms. Arangi o) Yes.

(By M. Poe) Yes.

And staying on the sane page, going back to No. 1, is
it fair to say that the dispute between Staff and the
Conpany on the proposed proceedi ng on excess, the

di spute focuses on which planning period -- which

pl anni ng date to use? |Is that accurate?
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(By M. Silvestrini) Yes, it is.

(By M. Poe) Yes.

(By Ms. Arangio) Yes.

And specifically, if I'mm scharacterizing [sic] your
Conpany's position, is the Conpany would prefer to
use the demand forecast and all the other forecasts
that are com ng out of the 2012 IRP rather than the
2010 IRP; is that correct?

(By M. Silvestrini) Yes.

(By Ms. Arangi o) Yes.

And in your rebuttal testinony, | believe you' ve
characterized Staff's position as Staff does not w sh
to have -- or if we go forward with this excess
proceeding, that it is not wlling to all ow updat es
to the 2010 IRP? |Is that your understandi ng of
Staff's position?

(By M. Silvestrini) Do you have a reference to that
testi nony?

Yeah, | can. |1'mlooking at your rebuttal testinony
on Page 4, and I'mat Lines 17 through 23. And |
just want to make sure that the Conpany is
understanding Staff's position. And Staff's position
is that it would prefer to use in this new proceedi ng

the 2010 IRP and any updates up until the tine of
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rebuttal that the Conpany may have. |Is that the
Company' s understandi ng of Staff's position?

(By Ms. Arangio) Could you --

(By M. Silvestrini) Yes, it is.

(By Ms. Arangio) |I'd just ask if you could repeat the
begi nning part of your question.

Sure, sure. It appears fromthe rebuttal testinony
that National Gid understands Staff's position that,
when we go forward with this new docket, we only want
you to use the 2010 forecast; we don't want you to
update them And |I'mrepresenting to you that it is
I naccurate, that Staff is willing to all ow updates.
And so I'mjust trying to get the Conpany's agreenent
on which -- how does it view -- what is Staff's
position?

MR CAMERINO Could I -- | hope this
is appropriate. Could | just ask that the questions
be what is the Conpany's position, and the Staff can
state their position? |'mconcerned that we're going
to get into sonme kind of confusing feedback if we're
trying to get what the Conpany's understanding is of
Staff's position. It just sounds |like we're doing
settl enent negotiations on the stand. | think the

W t nesses can just say what they are asking the
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Comm ssion for.

CHAI RMAN GETZ: And | think, M.
Thunberg, | was a little lost in the question about
whet her Staff was willing to or agreeable to
permtting updated data to be part of sone new
proceeding. | wasn't sure which way you were posing
that. So --

M5. THUNBERG  But | had nade a
representation that that is Staff's, because we
haven't had rebuttal to their rebuttal. And |I'mjust
trying to clarify what is the Conpany's view of
Staff's position.

BY M5. THUNBERG
Q So | guess, Leo, you seened clear. Liz, you seened
uncl ear of what Staff's position is on all ow ng

updat es.

A (By M. Silvestrini) I think to get to the point of

di sagreenent, the Conpany's position is we shoul d
wait until the February '12 filing with all the
necessary updates that would be required to do that
and that Staff is |ooking for sonething other than
t hat .

Q Is there a difficulty in actually -- strike that

questi on.
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|"d like to turn to Recommendati on No. 5 which
is on Page 8 of M. MO uskey's testinony. And I
al so have open with ne is the Page 13 of your
rebuttal testinony. FromLines 8 through 20, there's
a di scussi on about the SENDCOUT nodel being fl awed,
and it will be provided in the 2012 IRP filing?
(By M. Silvestrini) Could you cite the references
agai n, please?
"' m | ooki ng at Reconmmendati on No. 5, which is on
Page 8 of George McC uskey's testinony. And |
believe a simlar subject appears on Page 13 of your
rebuttal testinony.
(By M. Poe) Could you cite the Iines on Page 8 of
M. Md uskey's testinony?
One t hrough four.
(By M. Poe) Ch, thank you. Ckay.
So I'"'mtrying to discern if there's any agreenent or
di sagreenent wth respect to Recommendati on No. 5.

Recommendation No. 5 is to provide an updated
resource mx analysis. And does the Conpany agree to
this recommendati on?

(Wtnesses review ng docunent.)

(By Ms. Arangio) The timng of the recommendati on or

t he updated anal ysis part of it?
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Does t he Conpany agree to provide an updated resource
m X anal ysi s?

(By M. Poe) Yes. In its rebuttal testinony, the
Conpany stated that it was willing to do the five
recommendati ons, and a resource mx run would be a
part of that. W would have to obviously understand
all the conditions that come out in performng that,
because obvi ously we've had some m sunderstandi ngs in
ternms of exactly what would be anticipated. But

gi ven that now we have, for the first tinme, perforned
a resource mx run in a truly Integrated Resource
Plan in the state of New Hanpshire, we now understand
how it can be done and we can go on to refine it.

In the recommendation there is a six-nonth lead tine
for satisfying this recommendati on. And given that
this testinony is alnost |ike nine nonths old, would
t he Conpany be amenable to providing this update
wthin two nonths of the Conm ssion issuing its
order ?

(By M. Silvestrini) As | said earlier, it takes us
about six nonths to prepare a filing. And it's our
opi nion that we should wait until the February '12
filing. It will take us about six nonths to do that,

whi ch puts the clock back at Septenber, as | said
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earlier. | nmean, it's not the case where we've been
wor ki ng for four nonths to prepare this thing and
we're only two nonths away from finalizing the
analysis. W haven't started the analysis yet. And
as M. Poe said, we would need to wait and find out
what the conditions are com ng out of this proceeding
before we begin that proceeding -- begin that

anal ysi s.

|"'mreferring to Page 13 of your rebuttal testinony.
And Line 15 tal ks about the inaccuracies because of
the flawed nodel. 1Is it then the Conpany's position
that it is not going to file a corrected version of
this analysis for the 2010 | RP?

(By M. Poe) Wien the Conpany net with Staff back in
May for its settlenent negotiations, we were still at
the point of waiting for --

MR. CAMERI NO. Can | just -- | think,
jointly on behalf of Staff and the Conpany, | want to
caution the witness that, to the extent you woul d be
descri bing settl enent proposals, that woul dn't be
appropriate for this hearing. |If you're trying to
expl ai n probl ens the Conpany's encountered, or the
Conpany's position, that's okay. So just proceed

wth caution on this.
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(By M. Poe) Thank you. And it will be Part B that |
w || be addressing.

W were at that point awaiting a code
fix for the nodel. At that tine, it was envisioned
that we could rerun the 2010 data to validate the
code fix and to nmake sure that the nunbers that we
had been anticipating, which is what gave it away
that there was an inaccuracy, that the code has been
fixed properly. It wasn't until approximtely a week
ago that the Conpany received the second of two fixes
and is evaluating it presently. So right now we are
at the point where we believe that the nodel is now
fixed and could potentially be used.

Next question. M. Poe, I'll pick on you.

When | read on Page 13, and it's the recap of
the Order No. 24941, that the Conpany shoul d descri be
a process for integrating denmand-si de and suppl y-side
resources, so that custoner needs wll be net at the
| owest reasonable cost while maintaining reliability,
if we -- if Staff does not have the corrected
anal ysis integrati ng demand si de and supply side, how
can Staff verify that the Conpany has indeed net
custonmer needs at the | owest reasonable cost while

mai ntaining reliability?
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(By M. Poe) I'msorry. Could you repeat that? What
woul d Staff be | acki ng?

Since the Conpany is not going to be providing the
corrected resource m x anal ysis, would you agree that
it makes it a little nore difficult for Staff as a
regul ator to verify that the Conpany has net custoner
needs at the | owest reasonabl e cost whil e naintaining
reliability?

(By M. Poe) Well, if it's specifically with regard
to the code error that we di scovered, what the
Conpany woul d be doi ng woul d be exactly the sane
denmonstration that it would be doing for the 2010
data, which was actually the response to one of the
data requests, where we uncovered -- we were trying
to match the cost and benefits of the DSM prograns.
So we woul d certainly docunent any new i nformation
that we provided with the true cost of the program
and show actually how the nodel is nodeling it and is
representing it to nmake sure that the nunbers going
in match the nunbers com ng out.

Ckay. So | just want to sunmarize. |t appears that
if there is disagreenent on Reconmmendation No. 5

bet ween the Conpany and Staff, it is that the

resource mx analysis be provided for the 2012 IRP
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but not for the 2010 | RP?
(By M. Poe) The fundanental issue is we would |ike
to be able to update everything, yes, because it
woul d provide the |atest data in terns of any
anal ysis or concl usions that woul d be drawn.
Fair enough. Thank you. Thank you.

|'d like to draw your attention on Page 8 of the
rebuttal testinony in the section regarding -- or
Lines 17 through 19, and the statenent that M.
McCl uskey's assertion of excess capacity to take into
account -- or taking into account the seven-day

storage requirenent, that he does not appear to have

done that. | think that's the gist of Lines 17
t hr ough 19.
And I'd like to show you... I1'd like to show you

a docunent and just have you identify it, M. Poe, if
you could identify the docunent for the record.
(By M. Poe) These appear to be a set of M.
McCl uskey' s responses to Conpany questions Set 1.
Dat es of responses were Decenber 28th, 2010.
And have you revi ewed these responses?
(By M. Poe) Yes, | have, nm'am
M5. THUNBERG |'d like to mark this

for identification as the next exhibit.
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MR. CAMERI NGO Have all of M.

McCl uskey' s responses been marked or just that one?

M5. THUNBERG | can separate out --
right now |l'mdealing with 1-5.

MR CAMERING |'d |like to have them
mar ked as they're used, only because to ne this is
| i ke another formof witten testi nony by M.
McCluskey. And I'd like to know what is being relied
on as it's being utilized.

MS5. THUNBERG  Sure, sure.

Understood. | had sone copying issues this norning
wth the exhibits. | can disassenble this packet.
But it is Staff's intent to focus this next |ine of
questioning on 1-5.

CHAI RMAN GETZ: Well, this appears to
be 35 separate questions and data requests and data
responses. Are you planning to seek to have them all
in or ask questions based on all of thenf

M5. THUNBERG  Ri ght now, the
questions are for 1-5. | unfortunately don't have
t hem separ at ed out.

MR CAMERINO If you could just give
me one mnute, | think I had -- | was planning to

mark this, anyway. And | believe | have sufficient
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copies to provide this one al one.

MS5. THUNBERG  That sol ves ny probl em

CHAl RMVAN GETZ: Well, we'll mark for
identification, then, Exhibit No. 4. It's a
EnergyNorth data request Set 1, Question 5 to M.
McCl uskey.

(The docunent, as descri bed, was

herew t h marked as Exhibit 4 for
I dentification.)

M5. THUNBERG | apol ogi ze

Comm ssi oners, for this del ay.
BY M5. THUNBERG
Q | sinmply, | think, M. Poe, wanted to get -- draw
your attention to the statenent in the rebuttal
testinony that it appeared that M. MO uskey had not
taken into account the seven-day storage requirenent.
And | am showi ng you National -- M. Md uskey's
response to National Gid 1-5, where he tal ks about
t he seven-day storage requirenent.
And so | wanted to have you clarify, is it stil

t he Conpany's position that he did not take that into

consideration in his testinony?

A (By M. Poe) Perhaps | should clarify the statenent.

Q Ckay.
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(By M. Poe) Yes, in this data response, M.
McCl uskey does reference the Peakshavi ng Fuel Storage
Requi renment, DPU 506.03. And this data response
references Pages 13 and 14 of his testinony in which
M. MO uskey was trying to address an excess in
peak-day deliverability by renmoving fromthe
Company's portfolio both the vaporizati on equi pnment
at certain supplenental facilities, as well as the
storage equipnent. And in doing that, there are
i mplications, not currently, but when the Conpany
sees future grow h, where those storage facilities
could be very valuable to the Conpany.
Ckay.
(By M. Poe) So, yes, he does reference it, but there
are inplications that weren't discussed here fully.
So you woul d agree that he did take seven-day storage
requirenents into account in his sone of his analysis
that was represented in his testinony?
(By M. Poe) In sone way.
Ckay. Thank you.

| have a question pertaining to your rebuttal
testinony. | just want to be clear. On Page 5,
Lines 21 through 22, it is the Conpany's position

that it does naintain sone excess -- sone assets in
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excess of its current peak-day requirenents; is that
correct?
(By Ms. Arangio) Yes, that's correct.
And t hat peak-day requirenent, that's in excess of
t he design-day requirenents that we're tal ki ng about
the excess; is that correct?
(By Ms. Arangio) Right. W use peak day and design
days synonynously.
And Ms. Arangio, you tal ked about the excess was
attributed to "lunpy investnent.” But is it also --
the excess, is it also attributed to a decline in the
forecasts?
(By Ms. Arangio) That's correct. Yes.
And | believe on Page 7 the Conpany has characterized
M. MCuskey's attributing the excess to two
reasons. This is -- I'"mlooking at Lines 3 through
8. Whuld the Conpany agree that these two reasons
are drivers for the excess?
(By Ms. Arangi o) Yes.
Ckay. |I'd next like to, Ms. Arangi o, show you a
docurment which is OCA 1-1.

Actually, since this is M. Poe's testinony
attached to 1-1, perhaps I'll bring you into the

question as well.

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

44

M5. THUNBERG  CGeorge just asked ne
not to go down this |ine of questioning, so |I'm going
to retract what | just handed out. W' re taking back
t he questi on.

CHAl RMAN GETZ: Ms. Thunberg, | think
we need to know, or at |east the court reporter needs
to know what you want on the record and what you
don't. | think sone of these conversations she's
having a tough tine foll ow ng.

M5. THUNBERG My apologies. Staff is
going to go down a line of questioning putting --
identifying in the record the -- quantifying the
exact ness of the excess. But we are going to just

leave it that there is an excess and not wade through

where in the -- put into the record the exact
quantification of it. M apol ogies.
My next |ine of questioning concerns the

rebuttal testinony at Page 7. And this goes to the
I ssue concerning Recommendation No. 1 and which data
to use.

BY M5, THUNBERG

Q |"d like to draw your attention to Line 23 of that
testinony. It says, "Rather than either the forecast
on which the Concord” -- and I'mcontinuing to the
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next page -- "Lateral commtnment was based..." Do
you see that part of your testinony?

(By Ms. Arangio) Yes.

What tinme period was the Concord Lateral forecasts
coveri ng?

(By Ms. Arangio) | believe it would have been the
'"07-'08 period and the five-year period begi nning
with '07-'08.

And did that forecast predate the forecasts that are
i ncluded in the 2010 | RP?

(By Ms. Arangio) Yes.

My | ast question on this is, why does the Conpany
recomrend using the Concord Lateral forecasts if they
are older than the forecasts that are in the 2010

| RP?

MR. CAMERINO That's actually a | egal
question which I can answer or can address in
cl osi ng, however woul d be best.

CHAI RVAN GETZ: Well, if the witness
knows the answer, if she thinks it draws a | egal
conclusion that's beyond, then she can say so. But
it's not clear to ne why it's a |legal question at
this point. Let's get that on the record.

I s that something you can answer?
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(By Ms. Arangio) | can, not froma | egal perspective.

BY M5. THUNBERG

Q
A

Fi ne.
(By Ms. Arangio) Well, we're looking at -- | think we
need to go back to the begi nning of Page 7 of our
rebuttal testinony, beginning on Line 3, in that M.
McCl uskey states that the capacity that he calls
"excess" resulted fromthe addition of the Concord
Lateral capacity. So, in making the decision to sign
up for that capacity, the Conpany filed, in
DG 07-101, to get approval to make such a commt nent,
and that comm tnent was made based on those forecasts
in that filing.
Ckay. That explains it. So it sounds |ike using
ol der forecasts is not -- the stal eness argunent that
the Conpany is raising for wanting to use the 2012
| RP forecast rather than the 2010 forecast is not an
I ssue as to why you want to use the Concord Lateral
forecasts then.
(By Ms. Arangio) Yes. That's correct.

CHAI RMAN GETZ: You sai d the what
argunent? | didn't catch the word.

CMSR | GNATI US: St al eness.

CHAl RMVAN GETZ: On, stal eness.
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MS5. THUNBERG St al eness, yeah
CHAI RVMAN GETZ: Oh, okay. Thank you.

BY M5, THUNBERG

Q

| just want to clarify. On Page 8, there is an

argunent -- or a statenent on Line 9 of Page 8 of the
rebuttal testinony. And let ne just cite: "If
pi peline capacity is turned back..." does the Conpany

believe that Staff is requesting the Conpany to turn
back pi peline capacity?

(By Ms. Arangio) Well, what that comment neans is

t hat when the Conmpany woul d | ook at determ ning the
right size of its portfolio, it would have to take
into account all assets in its portfolio, and one of
t hem bei ng pi peli ne assets.

|'d a like to draw your attention to rebuttal
testinony Page 7. And Lines 17 through 19, there's a
statenment that the docket will largely require the
Comm ssion to revisit the decisions that were nade in
the Concord Lateral proceeding.

Is the Conpany inplying that the issue of
prudence will need to be reviewed, the issue of
prudence of the Concord Lateral will need to be
revisited?

(Wtness revi ews docunent.)
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(By Ms. Arangio) W would just -- what those
comments -- what that reference is, is that the
Concord Lateral had a nunmber of scenarios and
alternatives as requirenments or as capacity that we
could add to the portfolio. And it was determ ned
that the Concord Lateral project, for 30,000 a day,
it was prudent to enter into that contract, given all
of the circunstances and everything filed in that
case.
So you're not suggesting that prudence would be
reopened if we had a future proceedi ng on excess.
(By Ms. Arangio) No, | don't believe so.
Ckay. Thank you for bearing with ne with ny
not - so- snmoot h presentation of questions to you.
M5. THUNBERG  Staff has no further
questi ons.
CHAI RMAN GETZ: W're going to take a
brief recess, hopefully no nore than 10 m nutes.
(Wher eupon a recess was taken at 10: 20
a.m and the hearing resuned at 10:43 a.m)
CHAl RVAN GETZ: Okay. We're back on
the record. And Ms. Thunberg, did you have
sonet hi ng?

V5. THUNBERG M. Chai rnman, Staff
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over|l ooked that we had a couple nore questions to ask
on direct, and we're asking your allowance of that.
W' ve checked with the other parties, and they're
okay with that.
CHAI RMAN GETZ: You nay proceed in a
m nute or two.
(Crsr. Bel ow | eaves proceedings briefly.)
(Pause i n proceedi ngs)
(Crsr. Below returns to proceedi ngs.)
CHAl RMAN GETZ: Ms. Thunberg.
M5. THUNBERG |'ve |lost an exhibit.
(Pause i n proceedi ngs)

MR. CAMERI NO  Thank you.

BY M5. THUNBERG

Q

We just have a few nore questions that M. Md uskey
is going to ask you. And this is pertaining to
demand- si de resource assessnent.

CROSS- EXAM NATI ON

BY MR MCCLUSKEY:

Q

Thank you. If you could turn to Page 14 of your
rebuttal testinony. The subject matter is going to
be the paragraph begi nning on Line 11 through
essentially the end of the page. |In that paragraph,

you state that -- effectively, you state that if the
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Company had used the potentially obtai nabl e scenario
in the GOS study as the basis of its
energy-efficiency planning, it would have resulted in
annual savings target equal to 8.7 tines the savings
goal in the approved 2010 energy-efficiency prograns.
Is that a fair summary of what you're saying in that
par agr aph?

MR CAMERING | just want to object
to the question, because the wording is critical, and
he's recharacteri zing what's on the page here. |I'm
just concerned about that the words in the question
are not what's on the page here.

(By M. Silvestrini) Wuld you repeat the question,

pl ease?

BY MR M CLUSKEY:

Q

Sure. |'m paraphrasing the paragraph that | referred
to. And | believe the Conpany's stating that, had it
used the potentially obtainable scenario in the GDS
study as the basis of its energy-efficiency planning,
that woul d have resulted in an annual savi ngs target
equal to 8.7 times the savings goal in the approved
2010 energy-efficiency prograns. And ny question is,
is that a fair sunmary of your testinony on that

page?

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

51

(By M. Silvestrini) No, it's not.

Coul d you explain where |I've got it wong then?

(By M. Silvestrini) Yeah. W | ooked at using the
techni cal potential study as defining kind of the
outer limts or the upper bounds of what the
potential energy efficiency could be. And even the
nost conservative case, as we state here, was 8.7
times what our current prograns are. And it was our
judgnent that to go fromour current prograns to
sonmething that's 8.7 tines that was too extrene of a
limt, and we needed to redefine the imt.

But isn't that what | just said, that if the Conpany
had used the results fromthe obtainable -- the
potentially obtai nabl e scenario of the GDS study, it
woul d have nmeant that it would have had to increase
its target by 8.7 timnmes?

(By M. Silvestrini) |I guess |I'mconfused by what you
mean by "target."” |Is that an upper Iimt?

Wll, I"'mnot saying it's the upper limt. [|I'm

si nply paraphrasi ng what you have in this testinony,
that if your planning for future prograns had been
based on the results of this study, the target would
be 8.7 times the goal in the 2010 efficiency

progr ans.
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(By M. Silvestrini) Ckay. | don't nean to get
bogged down in semantics. But we didn't have a
target, per se. Wiat we were trying to do was
eval uat e how nuch denand-si de nanagenent we coul d put
in our supply plan that's cost-effective. But to do
that, you have to put sone constraints. And in al
of the contracts and all of the supplies that are in
our portfolio, when you do an optim zati on you have
certain constraints, whether they're cost constraints
or annual quantity or daily quantity constraints,
that's how you nodel it. So when we nodel energy
efficiency, we need to put not just a cost of those
nmeasures and the cost associated with the savings,
but we needed to put constraints in there and say,
wel |, what's the maxi mum we coul d take of these. And
in terns of -- what we were hoping to do was to use
the GDS study to define what those constraints were.
Wien we | ooked at it, the nmagnitude was so nuch
di fferent than what our current prograns were, that
was not a realistic constraint.
So you're saying the... let's talk about where the
8.7 canme from

Coul d you explain to ne how you derived the 8.7

figure?
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(By M. Silvestrini) Yes. |If you refer to the
Company's filing, page Roman Nuneral IV-V, at the top
of the page, when the Conpany applied the results of
the --

Coul d you just wait one nmonent until we find the
page?

(By M. Silvestrini) I'msorry.

Ckay.

(By M. Silvestrini) Wen the Conpany | ooked at the
results of the GDS study, it |ooked at what the
potential savings was. And the way it was reported
was as a percent of existing demand. So we applied
those percentages to the Conpany's demand. And it
was broken down by residential, comrercial and
industrial categories. And we applied those
percentages. W had to conbi ne the commerci al and

i ndustrial categories because our Conpany records
don't separate those. So we conbi ned commercial and
industrial. W applied the percentages fromthe
study to our own data to find out what the potenti al
woul d be using the GDS potential analysis, and we
conpared what those potential savings were to the
savings that were in our current prograns.

Ckay.
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(By M. Silvestrini) And dividing one by the other,
you get 8.7 tines.

So ny understanding is that, when the Conpany took
t he various percentages fromthe GDS study, which
were on a class basis, and converted themto their
own cl asses, you cane up with an overall percentage
of 8.5 percent; is that correct?

(By M. Silvestrini) Yes.

And t he associated savings in MMBtu is al so shown on
t hat page as 1,084,787; is that correct?

(By M. Silvestrini) That's correct.

And is it that figure that you used to derive the 8.7
times?

(By M. Silvestrini) Yes.

Sorry? | didn't hear that.

(By M. Silvestrini) I'mjust checking the math.
Ckay.

(By M. Silvestrini) Yes. |If you divide the
1,084,000 fromthe technical potential study by the
Company's 2010 goal of 124,000, you get 8.7.

Okay. So the 8.7 actually derives fromthe
8.5-percent figure that the Conpany cal cul at ed;
correct?

(By M. Silvestrini) Yes, yes.
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And that figure itself cane fromthe various

per cent ages, cl ass percentages, that were in the GDS
study; correct?

(By M. Silvestrini) That's correct.

And those percentages related to the year 2018; is
that correct?

(By M. Silvestrini) Yeah, | don't recall exactly
what volunes. It was data that was fromthe filing,
year-end filing.

Subj ect to check, would you agree that the GDS study
said that for EnergyNorth, in 2018, the potenti al
savi ngs under the potentially obtainable scenario is,
according to the Conpany's cal cul ati ons,

8.5 percent --

(By M. Silvestrini) Yes.

-- in 20187
(By M. Silvestrini) Yes, I'll take that, subject to
check.

So no one i s suggesting that the Conpany nove from
the savings in the 2010 program of 124, 000, roughly,
to the figure of 8.5 percent of their total | oad
instantly. No one's suggesting that; correct?

(By M. Silvestrini) No, that's correct.

We're tal king about 2018 possi bl e wappi ng up of
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progr ans.
(By M. Silvestrini) That's correct.
Thank you.

Now, you said that the 8.7 figure conpares with
t he savings goal in the 2010 program correct?
(By M. Silvestrini) That's correct.
And that figure shown on Page |IV-V of your filing is
124,318 MVBtu; is that correct?
(By M. Silvestrini) That's correct.
Wul d you agree that, in percentage terns, that
saving is of the order of .9 of 1 percent, or
1 percent, dependi ng whet her you use desi gn-day | oad
or normal | oad?
(By M. Silvestrini) As a rule, that sounds about
right.
So, very roughly, the current goal for the Conpany,
t he Conpany's energy efficiency prograns, is to neet
1 percent of its load wth energy efficiency
programs. And the GDS study is indicating that
t hrough 2018, it believes that you coul d inpl enent
prograns with aggressive action that could go up to
8.5 percent of the total load; is that correct?
(By M. Silvestrini) Yeah, I'mnot arguing that the

potential is not there.
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That's not nmy question. |'masking you a question.
And if you could say "Yes" or "No" or anplify, that's
fine. So what | --
(By M. Silvestrini) Yes, this study is saying that.
| will agree to that.
Thank you very nuch

And you said on Page 14 of your rebuttal, and I
quote, The Conpany determned that this [imt was not
a practical target for supply planning purposes; is
that correct?
(By M. Silvestrini) That's correct.
Again, for clarification, what limts are we tal king
about? Wat is the limt that you're referring to
there? Is it the 8.7 tines the 2010 savi ngs goal, or
is it something el se?
(By M. Silvestrini) It's the 8.7 tines.
So you're saying that's too aggressive.
(By M. Silvestrini) Gven the current state of our
energy-efficiency programs and what it cost to
i npl ement them and potentially what it would cost,
wi t hout knowi ng that for sure, to achieve the kinds
of savings that are in the technical potential study,
yes, it's | think it's too aggressive. And the study

itself says it would take aggressive outreach to
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reach those | evels, wthout defining what that is.

So the Conpany believes it's too aggressive to

achi eve the GDS potential by 2018.

(By M. Silvestrini) Too aggressive to incorporate in
a supply plan, yes.

Coul d you -- what are you -- what do you nean by

t hat ?

(By M. Silvestrini) Well, in order to hit the kinds
of targets that are in the GDS study, you would have
to increase the cost of inplenenting those prograns.
And wi t hout knowi ng the specific costs associ ated
wth that, as | nentioned earlier, to go fromwhere
we are now to the kinds of savings that would all ow
us to take advantage of the potential identified in

t he potential study, we would have to spend nore
nmoney. And it probably wouldn't be a linear

rel ationship. To get increnentally nore savings, you
woul d have to spend increnentally nore noney. W
don't know what that is.

Ckay. Assune --

The other issue that | | ooked at was, given the |evel
of energy efficiency that we put in place since we

i npl enmented the prograns back in, | believe it was

around 2000, 2001 -- so we've been at it for about 10
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years -- this study proposes that we hit that naxi num
wthin a shorter tine period than that. And w t hout
knowi ng what it's going to cost, what kinds of
budgets woul d be required, what the inpact on rates
woul d be and what bill inpacts that would inply, I
didn't -- it was our judgnment that it was not
practical to include that as an upper limt for our
supply pl ans.

Assune for nme that the prograns that are identified
to neet the GDS potential are cost-effective, based
on the cost-effective standards required by the

Comm ssion, would you expect the savings fromthose
programs to outwei gh the increased costs of the
programs that you just nentioned?

(By M. Silvestrini) Yes, | do. But | think that
analysis is better done in the proceeding that's
review ng the prograns.

Ckay. Leave aside which proceeding it's going to be
done in. So the issue is whether these new prograns
that are needed in order to fill this potential are
cost-effective or not, if -- so, accepting that
expandi ng the progranms m ght require prograns that
are increnmentally nore costly, if that cost is offset

by the savings, you would agree that it would be
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worthwhile to nove to that |evel, to that higher

| evel , under those assunpti ons.

(By M. Silvestrini) I don't know that | can agree to
that. | think you can do that analysis, as | said,
and defi ne an econom c potential and identify what's
out there. But then, in terns of translating that to
a supply plan, and I think even translating that to
programs that our custoners are willing to support
financially, you need to answer a | ot nore questions.
So why wouldn't you do it if it's cost-effective?

Wiy woul dn't -- al so assune that these prograns are
reliable. Wy would you not do it if you could
denonstrate to yourself that these new prograns are
cost-effective?

(By M. Silvestrini) Because in the short run, the
cost of doing that and the bill inpacts m ght be
beyond what the parties deem acceptabl e for

I npl ementi ng these kinds of prograns, even though in
the long run they nmay be cost-effective.

So you're saying that cost-effectiveness and who gets

the benefits, the bill inpacts, are two different
issues. Is that the Conpany's --
(By M. Silvestrini) No. | think they're part of the

bal ance of what you do when you put together a
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program And as | said, |I'mnot the program expert.
' mjust saying that as | talked to the program
peopl e about inplenenting these kinds of things, we
identified what were practical outer limts so that
we could nodel it in a supply plan.

Ckay. If | could just ask the question again.

Are you saying that prograns that are
cost-effective do not necessarily nean that all
custoners benefit fromthen? 1|s that your testinony?
(By M. Silvestrini) No.

So what is it your testinmony? 1'mtrying to
under st and why the Conpany woul d not go ahead and
expand its prograns if it could convince itself that
t hose prograns are cost-effective.

MR CAMERINO | have to say this
gquesti on has been asked over and over again, and M.
Silvestrini has given nultiple answers. And | feel
like, in addition to the fact that it's repetitive,
we're well into an issue nowthat really is for the
energy-efficiency docket and not the planning docket.
And M. Silvestrini has explained why the two are
different.

CHAl RMAN GETZ: Well, this is where

l"minterpreting where we are at this point. | think
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basically the witness is saying he doesn't accept the
prem se of your question, and you want himto accept
the prem se of your question. And so | think the
area's been covered, and | think we shoul d nove on.

MR. McCLUSKEY: Ckay. Thank you.

BY MR M CLUSKEY:

Q

Earlier | read fromthe Conpany's rebuttal testinony
at Page 14, where you said you didn't think the limt

was a practical target for supply planni ng purposes.

And t he Conpany says at Page 15 that -- |I'm
par aphrasing -- the reasonable goal is two tines the
goal fromthe 2010 prograns. |s that correct?

(By M. Silvestrini) Wiere is your reference on
Page 15, please?
It's on Line 17, the sentence that ends on Line 17.
(Wtness reviewi ng docunent.)

(By M. Silvestrini) Yeah, it's not two tines the
goal, it's two tines the savings fromthe neasures
that were scaleable to be able to increase the | evel
of energy efficiency on the denand-si de managenent
savi ngs.

W | ooked specifically at the neasures that are
in our current plans, and we identified which

nmeasures in those plans could be increased if we
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spent nore noney on them basically. And as |
stated, as we state in the filing, we excluded such
t hi ngs as denonstration projects, training prograns,
i nformati on di ssem nation, because you can spend nore
nmoney on those but not necessarily achi eve nuch nore
in the way of savings. W also excluded prograns

t hat have equi pment replacenent, mainly boiler and
furnace repl acenment, because our experience is those
repl acenents take place at the time that the

equi pnent breaks down and not as a result of
incentive. So you can put nore noney at that, but
you did tend to not get nobre savings. So we | ooked
at the other neasures that included nmainly rebates,
on the assunption that if you increase the anount of
rebates you can nake, you'll get nore participants
and nore savi ngs fromthose.

And then we | ooked at if we increased those
programs that are scal eable, what's the outer Iimt?
Because we need to put a constraint in order to nodel
it. And the program people who are best able to
answer that question said, well, we think we could
probably double that. And that's where that
constraint cane from

So all you're saying --
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(By M. Silvestrini) And in ny mnd, that's a
practical limt because that's |ooking at the cost,
it's | ooking at what nakes sense | ooking at

i ndi vidual neasures, and it's talking to the people
who are responsible for inplenenting them

So, M. Silvestrini, ny question was, is the goal two
times the goal in the 2010 prograns? And if |
under st and your response, you said no, it's only a
portion, two tines a portion of that goal, because
you only | ooked at certain prograns within the
overall 2010 efficiency program is that correct?

(By M. Silvestrini) That's correct. And | woul d not

characterize the "two tinmes" as a goal. It's an
upper limt. |It's the constraint on how nuch you can
attach.

So the figure that we nentioned earlier, the 124,000
roughly, MvBtu fromthe 2010 program you' re saying
that the upper Iimt for the Conpany is actually |ess
than twice that. |Is that your testinony?

(By M. Silvestrini) Yeah, if you follow through the
math. Yes, it's a portion of that, not the entire

t hi ng.

And is that by 2018, or are we tal kinng about

I mredi atel y?
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(By M. Silvestrini) Yeah, | think we explained in
the filing how we ranped up to get to double. And I
think it was about a third. | think M. Poe can

pr obably answer that question better than I

(By M. Poe) Yes. As the Conpany docunented in the
filing and presented in Chart IV-D-1 of the filing,

it had nodeled its 2009 and 2010 energy-efficiency
programs and then set as the upper Ilimt the three
tiers of prograns that the Conpany offers, based on
what it has already in its portfolio of
energy-efficiency programs, plus an increnental

amount which was the two times the prograns that we
felt that we could scale up practically. And those
vol unes were then available as the upper Iimt for

t he nodel to choose and say which ones woul d be
cost-effective.

So, again, ny questionis, is that two tines
sonething that is available in the near future or the
| onger ternf? Can the Conpany achieve that in a year
or two, or are we | ooking at a nuch | onger period?
(By M. Poe) These were prograns that were consi dered
avai |l abl e each and every one of the five years of the
outl ook. So the nodel could look at -- if it was

econom cally chosen, it could choose any of those

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

66

programs in each one of the five years and conti nue
to choose them every year

So it's sonething that the Conpany could ranp up to
fairly quickly is what you're saying?

(By M. Silvestrini) Yes.

Thank you.
Ckay. |I'dlike to refer you to attachnent to
Staff 1-35 Suppl enental. And we have sone copi es.

M5. HATFI ELD: M. Chairnan, can |
just ask a question? 1Is this data request from Staff
to the Conpany or -- there were nmultiple directions
of data requests, so | just wanted to get a better
cite.

MR. McCLUSKEY: This is a response
fromthe Conpany to Staff's Request 1-35.

MS. HATFI ELD: Thank you.

MR. McCLUSKEY: And it's actually a
suppl enental response to the attachnent.

MS. HATFI ELD: Thank you very nuch.

BY MR M CLUSKEY:

Q
A.

Q

Do you have that?
(By M. Poe) Yes, | do.
Ckay. If | could draw your attention to the

attachnent to the response.
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MR. McCLUSKEY: Do the Conm ssioners
have that?

CHAI RVAN GETZ: Well, let's mark this
for identification since we're going through this.
This is Exhibit No. 5.

MS. THUNBERG  Thank you.

(The docunent, as descri bed, was

herew th marked as Exhibit 5 for

I dentification.)
And |1'm | ooking at the second bl ock in that
attachnent, and | believe it's | abeled the "Resource
M x Scenario with DSM" Do you see that?
(By M. Poe) Yes, | do.
| believe it shows the results of the Conpany's DSM
nodel i ng using the resource m x nodel of the SENDOUT
nodel ; is that accurate?
(By M. Poe) That is correct.
Now, if you could just |ook at the split-year
2010- 11.
(By M. Poe) Yes.
It shows that the prograns that you nodel ed woul d
save 260, 000, approxi nmately, MVBtu; correct?
(By M. Poe) | believe in the second bl ock you're

referring to the line "Total DSM Custoner
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Requi renent s" - -
That's correct.
(By M. Poe) -- MVBtu?
Yes.
(By M. Poe) Yes.
Qut of a total demand equal to 14, 144,800 MVBtu; is
that correct?
(By M. Poe) Yes.
Ckay. And would you accept that, subject to check,
that that's approximately 1.9 percent of the total
demand?

(Wtness does cal cul ation.)
(By M. Poe) | verified the nunber. Yes, you're
correct. |It's approximately 1.9 percent.
Ckay. Now, could you also ook at the colunm for
split-year 2014-15 in the sane bl ock. And that shows
an annual savings of 858, 000, approxi mately, MVBtu
out of a total of 15,625,000 MMBtu; is that correct?
(By M. Poe) Yes, those are the nunbers.
Agai n, subject to check, that's about 5.5 percent of
the total demand would be nmet with these nodel DSM
prograns; is that accurate?
(By M. Poe) Yes, that's correct. In the base-case

design year, the nunber is 5.5 percent.
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Ckay. Gven the fact that the prograns that you
nodel ed have either already been inplenented or are
prograns that you believe can reasonably be scal ed
up, could you explain what appears to be the
contradi cti on between your claimthat a reasonable
savings target or upper Ilimt is two tinmes the 2010
savings goal, which I think we agreed before was
roughly 1 percent of total demand, and the results of
your nodeling at the end of the planning period

2014- 15 produced a savings of 5.5 percent? That's

al nost six tines the savings goal for the 2010

program Howis that -- you say that the upper limt
is tw tines the savings goal -- in fact, you
actually said less than two tines -- and this, the

results of your nodeling, is indicating it's nuch
hi gher than that?
(By M. Poe) Can we turn to Chart I1V-D-1 of the
Company's filing, please?
CVBR. BELOW \What page is that on?

(By M. Poe) Right after that is Ronman Nuneral 1| V-56.
Yeah, 1V-55 is the page. It's masked within sone of
the printout of the table.

| s everyone there? To go through Chart IV-D-1

again, as | was explaining earlier, the Conpany,
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wthin its nodeling, |ooked at Colum 1, the 2009
energy-efficiency progranms, and built that into the
forecast every year for 15 years, which is the
Conpany's assunption there would be that | evel of
savings shown at the -- let's see if | can find it...
the line in the mddle of the page that says "Target
Annual Reduction.™

So, for Program 1l, there was 79,198 MvBtu of
savings fromthe 2009 prograns. 2010 set as a target
124,318 MVBtu. So the Conpany built that into its
forecast as a base of added DSM savi ngs.

Then, going into the years 2011 and beyond in
the resource m x nodel, the Conpany did make
avai |l able as an economcally potential and al so
realistically potential set of DSM neasures Tier 1
which it said that was the | ow case that it thought
it could achi eve, which was the |l evel of savings that
it sawin its 2009 efforts.

It al so gave avail able the Tier 2 vol unmes, which
were the increnental additions to the DSM the
extended effort the Conpany was putting in going from
2009 to 2010. So if you look at the target annual
reduction, the Tier 1 volune plus the Tier 2 vol une

equal s the volune found in the colum for Program 2.
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So what we're saying is, as a baseline, a base
case of DSM we think that we can continue to add the
sane anount of DSM savings as we're targeting right
now i n our 2010 program

And then lastly, and here's where the two tines
comes in, is the Tier 3 set of prograns, which is
what is the set of prograns that the Conpany said it
could ranp up further efficiently within the planning
time period and add an additional -- and if you | ook
at the target annual reduction line -- an additional
and i ncrenental 23,007 MVBtu of savings every year.

So when you're | ooking at the resource m X
scenario in the attachnment to Staff 1-35, the
suppl enent, and you see the total DSM custoner
requi renents, or the savings that's being
contributed, it's the 2009 program the 2010 program
And then starting in the split-year 2011-12, it's
those prograns that the nodel says, based on our
I nput data, what are the econom cal | east-cost m x of
DSM neasures that would satisfy the | east-cost
di spatch of supplies and resources to the Conpany's
custonmers. So your "two tines" is referring
exclusively to the Tier 3 volunes that the Conpany

said could ranp up further and add nore DSM savi ngs
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over and above the targeted values fromthe 2010

pr ogr am

So if I'"munderstanding the results of the resource
m x anal ysis shown in the Attachnent 1-35

Suppl enental , starting in 2011, the Conpany begins to
add in these, what we call "tier" prograns. And in
the next year it nmakes further expenditures on those
programs, which produce additional savings conpared
to the savings fromthe progranms in the prior year.
So as | ong as the Conpany conti nues to nake

expendi tures on these tier prograns, then the

cumul ative savings will rise. |Is that what's
happening in this anal ysis?

(By M. Poe) Yes. |If you look at the line that we
had referred to on the attachnent, "Total DSM

Requi rements,"” the volune is rising year by year.
That sanme line is in the third block in the top
section | abel ed, "DSM Reduction in Requirenents."”
And you can see the total matches the total from
above. And then the conmponents that the nodel was
selecting are listed individually on an increnental
basis -- no, I'"'msorry -- on a cumrul ative basis,
because it is cunulative in each one of the col ums,

so that every year we continue to get the program one
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results because we've already invested in the 2009
program the 2010 results because we' ve al ready
invested in that, and then the tier volunes for Tiers
1, 2 and 3.

Ckay. So, by expending additional dollars each year
of the five-year planning period on the tier
programs, the anpbunt saved, the quantities saved in
2014-15, the | ast year of the planning period, wll
actually rise to the point where, according to ny

cal cul ations, 5.5 percent of the total demand in that
year is net with DSM prograns. You would agree wth
t hat ?

(By M. Poe) That is correct, as long as you are
referencing the sane starting point, which is our
2010- 2011 split year. In addition, this is also
under the design year. So | can't make any
conclusions, if you' re going to talk about a nornal
year, which is, | assune, what the GDS study was
referring to.

But on par, you have about a 5-percent increase
over and above the base reference point, which we
have as starting at 2010-2011.

So, since the GDS study had percentages relating to

2018, if we were to imagine continuing this analysis
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out for an additional three years, where you kept
expendi ng dollars on the same tier prograns year
after year, then it's possible that the percentage of
total demand in 2018 woul d approach the 8.5 percent
that the GDS study indicated was the potential for

t he Conpany. Wuld you agree with that?

(By M. Poe) | wouldn't agree with it. But the
nunber coul d possi bly happen. The issue that we have
is -- what | don't have to present to you is an

equi val ent custoner participation forecast. As we
said in our filing, we did not nodel the custoner
participation. And I don't know if we can nake the
extrapol ation that we could continue to put into the
mar ket these vol unes of DSM at the cost that the
nodel is using. That's part of what woul d have to be
refined. But if you could continue to put these into
the market at the price that the nodel is assum ng,
then the trend appears to be -- | would have to | ook
and see what the base-year reference was also for the
@GDS study to see how they're getting their vol unes
and relative to what starting point. But our trend
appears to go toward that 8 percent.

So, just to summari ze then, based on the prograns

that the Conpany has nodel ed, which it believes to be
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reasonably achievable -- and | think you used the
word "scal eable" -- that if there were sufficient
custoners out there willing to accept these prograns,

that, cone 2018, the anmount of total demand net with
t hose prograns may be very little different from what
the potential study indicated; is that correct?
(By M. Poe) Under all the caveats that |'ve already
said. And like | said, I1'd like to see what their
reference year was. But under all the caveats, it
| ooks as though we could hit a trend of approxi mately
that percentage if you assune all the assunptions.
Thank you very nuch

M5. THUNBERG  Thank you, M. Chairman
and Conmm ssioners, for allowng us to ask additi onal
questi ons.

CHAlI RMAN GETZ: Conmm ssi oner Bel ow.

QUESTI ON BY CVMSR. BELOW

Q

Wiile we're on this immediate topic, I"'mtrying to
understand from Page |IV-7 of Exhibit 1 the | ast
bullet in the mddle of the page that states that as
a constraint on the maxi num demand- si de nmanagenent
vol unes that could be obtained, the Conpany |imted
t he nunber of installations of the residential

weat heri zati on and commerci al -efficiency prograns two
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times the goal by the third year of the forecast and
four tinmes the goal by the fifth year of the
forecast.

And just to start, to clarify, the goal is what?
Wiat is the reference year for the goal? Wen you
say the goal that is the 2009-10 program year or
2010- 11? Wi ch?
(By M. Silvestrini) Sorry. It took ne a while to
find the reference. Wuld you repeat the question?
| believe | have them
What is the goal referenced in that |ast bullet on
| V- 77
(By M. Silvestrini) The goal would have been the
goal that's in the Conpany's current prograns.
| s that the 2010 cal endar program year?
(By M. Silvestrini) Yes.
So I'mstill alittle confused, because | think in
your rebuttal and in sone of your testinony today --
the rebuttal on Page 15, Line 17, you said that you
constrained, | guess for the purposes of the nodel,
what was avail able to those neasures that are
scal eable as two tines the goal referenced in the
2010 goal for certain prograns.

(By M. Silvestrini) Yes. |If you |look at the bullet
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that you referred to on Page IV-7, it refers to the
resi dential weatherization and comerci al
energy-efficiency prograns. Those are the prograns
that were determ ned to be scal eabl e.

Those are the two prograns?

(By M. Silvestrini) So it was the goals related to
those two prograns that we applied the "two tines."
But the "two tines" is aranp to the third year of
the forecast fromthe 2010 goal. But it continues to
ranp to four tinmes that goal by the fifth year; is
that correct?

(By M. Silvestrini) That's correct.

And that's in the sort of high DSM scenari 0?

(By M. Silvestrini) Yeah, | believe it's the Tier 3.
And what you're saying is that the savings shown

on -- in Exhibit 5, or what's called "Total DSM
Custoner Requirenents,” is a cunmul ative nunber
show ng the cunul ati ve program savi ngs accounting for
what ever turnover rates you have or neasured rates
that you have enbedded in there.

(By M. Poe) Yes, that's correct. It's |listed bel ow
in the third block where it shows all the different
prograns and how they're growi ng over tine and

returning DSM savings to the custoners and to the
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Conpany.

And whi ch scenario m xes are represented here
conpared to the scenarios in the original filing? |Is
that effectively the | owcase DSM and t he hi gh-case
DSM or no DSM?

(By M. Poe) This is the resource m x anal ysis, which

was the ultimate run, the final run that the Conpany

made. In its filing, it did three |levels of DSM
along its base-case demand forecast. But it did not
do the resource mx analysis for it. It just sinply

used the optim zation function of the nodel and
showed what the inplications would be for the
different |evels of DSM penetration. But the nodel
didn't choose DSM neasures at that point. They were
told you can expect this nuch every year. So the
Conpany could test its portfolio not only on high and
| ow demand, but al so high and | ow i npact of DSM  And
then the final run was the resource m x run, and that
was the one where we allowed the nodel to say what is
econom cal, what could be the best m x of resources,
bot h supply and denand si de.

And so that's the box entitled "Resource M x Scenario
wth DSM" that's allow ng the nodel to choose DSM

whereas, the first box doesn't allow it to choose it.
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(By M. Poe) Well, the first box was -- if you read
the details of the original response by the Conpany,

t he question asked us to do -- to cost out the
benefit of the resource mx run. And to do that, you
actually have to have two runs. You have to say what
was it wthout it and what was it with it. In the
Company's filing, it did not do a resource m X run
with no DSM So | went back and | re-ran the nodel
and excluded all DSM possibilities. And that's the
top box. And it shows no DSM savings. The m ddl e
box is then the resource mx run with DSM fromt he
filing and then the Delta between the two, so you can
see what the savings would be.

So the answer was yes.

(By M. Poe) The answer is yes.

Ckay. So, going back to your rebuttal testinony at
Page 6, Line 5, in discussing "lunpy investnents" to
make up a supply portfolio, you then conclude that as
you're adding increnents of supply as they're
appropriately avail able, you nmust then, quote, grow
into it over tinme to maxim ze the use of the
resource. So is it sort of an inherent assunption,
that | oad just always grows or will continue to grow?

(By Ms. Arangio) Well, when we would | ook at naking
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an investnent specific to what we were tal ki ng about
here, and specifically nore than the Concord Lateral
capacity, when we nade that conm tnent we were

| ooki ng at increnental growth over the period, and
that we would be growing into that. So | think if we
were to ook at a different change within the
custoner requirenents, where you woul d have | oad
falling off, if you wll, as opposed to grow ng, then
we woul d have to nmake different capacity decisions in
that. For the Concord Lateral, we had to nake a

comm tnent of a 20-year termfor that capacity. So
we'd have to ook at the flexibility within the
portfolio, as to when other contracts would cone up
for renewal termnation, to be able to adapt to that.
So that's why we have different resources with
different contract ternms and different flexibilities,
so that we can adapt to that, yes.

(By M. Silvestrini) And if | could just chine in.
From a demand forecasting standpoint, we have seen
historically pretty constant growh in our New
Hanpshire territories. And our forecasts continue to
show growt h, but slightly Iower growh in the current
econonm ¢ environnent. So we do anticipate continued

gr owt h.
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On Page 7 of the rebuttal, the reference to the

30, 000 MvBtu per day of the Tennessee Gas Pipeline
capacity that was associated with Concord Lateral
expansi on project, is that upstream pi peline capacity
equal to the increnental capacity that cane fromthe
Concord Lateral expansion or increase in capacity?
(By Ms. Arangi o) The 30, 000?

Yes.

(By Ms. Arangio) Yes, that contract was for 30, 000.
And how far upstream does that go? | nean, that
capacity commtnent, to what zone is it?

(By Ms. Arangio) It's Zone 6 to 6. It's actually
sourced at the Dracut neter to the Conpany's city
gates. It's just on the Tennessee Gas Pi peline, Zone
6 to 6.

Expl ai n what that is.

(By Ms. Arangio) Ckay. Sorry.

It's just fromthe Dracut --

(By Ms. Arangio) Yes, just fromthe Dracut neter to
the Conpany's city gates.

Okay. Wich is a distance of about how many m | es?
(By Ms. Arangio) Oh, jeez, I'msorry. It's short
haul , what we refer to as "short haul."” So it's not

l ong haul fromthe Gulf. And it's even a shorter
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haul, let's say -- maybe | coul d step back.

When we | ook at Tennessee Gas Pipeline, it's
divided into zones. So the Gulf of Mexico includes
Zones 0 and 1. And then we conme up to Zone 4, which
i s Pennsyl vani a, New York, where we access typically
our market area storage, underground storage. And
then we're located in the market area Zone 6. So
that's the |l ast zone on the Tennessee Pipeline. So
this capacity is just within Zone 6 to 6. The Dracut
meter, which is the interconnect with the Maritine
Pipeline is located in Zone 6 as wel |.

So the point is you can get capacity beyond Dracut
from nore choi ces where you get pipeline capacity

bei ng Dracut ?

(By Ms. Arangio) We purchase -- right. 1In order to
flow that gas on a prinmary basis, yes, we purchase
the supplies at Dracut and flow that to the Conpany's
city gates.

Ckay. Could you, on Page 9, at the top of the page,
tal ki ng about the Conpany's acquisition, the

i ncrenental 30,000 MvBtu per day of capacity, it
also -- it concludes by saying that it was also to
address significant quantities of LNG and LPG that it

needed to purchase, transport and store on behal f of
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its custoners.

Coul d you el aborate what you nean by the term
"address"?
(By Ms. Arangio) Oh, to neet the requirenents under
t he seven-day storage requirenment. So we add the
30,000 a day delivered to the pipeline. That
cal cul ates into your seven-day. It affects the
cal cul ati on of your seven-day storage requirenent.
In terns of accessing LNG or LPG
(By Ms. Arangio) Right. So it limts the amount --
it reduces when you add pipeline capacity, it reduces
t he anmount that you need to keep on hand of LNG and
LPG and have access to it.
Ckay. On Page 10 at Line 18, you say, "The
abandonnent of any of the Conpany's assets for an
interimperiod, as appears to be suggested by M.
McCl uskey, is likely to result in higher, not | ower,
costs in the long run."

When you say "interimperiod," are you sort of
tal ki ng about within the five-year forecast?
(By Ms. Arangio) Yes. So the interimperiod,
referring to until we need to contract for sonething
el se to neet custoner requirenents and/or to neet the

seven-day storage requirenent.
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| nean, does this suggest that the planning horizon
of five years isn't | ong enough? Because what you're
saying, if you analyze this under the five-year

pl anni ng period, there m ght be an argunment that you
don't need these resources. But you're saying, well,
if you | ook beyond that horizon, you know, it m ght
be lower cost in the long run to hold on to these
assets because you're going to need them at sone
poi nt beyond the five-year plan horizon.

(By Ms. Arangio) Yes. So before we nake those

deci sions whether to term nate, you know, add or
renew a contract, we would | ook at the ram fications
of when it is that you would either need or not need
that resource in the portfolio.

So you're saying, for sort of asset-managenent

pur poses, you're | ooking at a planning horizon of
nore than five years, typically.

(By Ms. Arangio) Yes, if it makes sense to do so.

Yes.

Is there an error on Page 14 at Line 19?7 You have in
quot ati ons, potentially avail able scenario. And I
think you al so have that sanme termin quotations in
your original filing. Just wondering what the source

of that termi s.

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

85
(By M. Silvestrini) That should be fromthe GDS
st udy.
Well, | think if you | ook at the GDS study which is
attached, on Page 4 of the study -- or back up to

Page 3 of the study, the sunmmary, the executive
summary here, it starts by tal ki ng about the nunber
of potential estimates that were done in the study.
The first is technical potential, the highest |evel;
the second i s maxi rum achi evabl e potential, which is
a subset of the technical potential; and then there's
t he maxi nrum achi evabl e cost-effective potential; and
then there's the fourth, which is potentially

obt ai nabl e scenario. And you've got in quotation
"potentially avail able scenario.” Do you nean
potentially obtai nabl e scenari 0?

(By M. Silvestrini) Yes, | do. Correct. It should
be corrected.

Ckay. Was National Gid Electric and Gas Divisions a
sponsor of the GDS study?

(By M. Silvestrini) Yes, they were.

And did National Gid' s staff participate in |ooking
at the assunptions and net hodol ogy and critiquing or
wor ki ng on the study as it was devel oped?

(By M. Silvestrini) Yes. Yes, we were.
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Ckay. | think, particularly in your rebuttal

testi nony, on several occasions you refer to it as an
"academ c study." And | was wondering in what sense
of the term "academ c" you neant. Was it prepared by
academi cs or associated with a scholarly institution,
| i ke an acadeny or university? O did you nean it in
a pejorative sense?

(By M. Silvestrini) Really, neither. | use it in
ternms of nore of a theoretical analysis than one that
that you would apply to a supply plan.

Ckay. | was just trying to understand. Because |

| ooked at Webster's New Col |l egiate Dictionary, Third
Edition, and in looking at all the definitions, the
first are relating to a scholarly institution, and
sort of the second set is scholarly to the point of
bei ng oblivious to the outside world, or 7Ais

t heoretical or speculative, and B is having no
practical neaning or useful ness. You' re not saying
that it fits those definitions.

(By M. Silvestrini) Only that it's theoretical. |
woul dn't say that it has no useful ness. But |

woul dn't incorporate the results in a supply plan.
Wll, if we ook at the study itself, wasn't part of

the purpose of it to provide input into planning
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docunent s?

(By M. Silvestrini) Yeah. | wasn't a part of that;
process. But ny understanding was that it was to
identify what the potential was for progranms. And as
a supply planner, | nake a distinction. | nean, we
used what was available fromthe approved progranms in
order to what we can inplenment froma supply plan.
Well, didn't the study attenpt to nove from
theoretical technical potential and drill down to
this potentially obtainable scenario, which is

descri bed as an estimate of the potential for
realistic maturation over time of energy-efficiency
nmeasures, taking into account custoner behavior, all
the costs and practical considerations of what it
woul d take to achi eve sone of the achievable
cost-effective potential s?

(By M. Silvestrini) Yeah, | think it did. But as I
anal yzed the results of the study and conpared it to
what we were inplenenting under our current prograns,
it seemed to ne the difference was too great to use
as an outer bound for what we could practically
expect to see in a supply plan. And that's where we
made t he adj ustnents.

So part of what you did in your assunptions is you
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just assuned an extension of current prograns and

not -- you didn't assune that any of the
denonstration projects m ght be converted to

i npl enentati on progranms or potentials that m ght have
been identified in the study as cost-effective and
potentially achi evabl e, but maybe there aren't
current prograns, you didn't assune any of those had
any potential .

(By M. Silvestrini) Yeah, we excluded those in terns
of reliability of supply. Because one of the factors
that we | ook at when we put together a portfolio is,
iIs the cost in addition to other non-price factors,
like reliability and diversity. And as we're | ooking
at the reliability of achieving savings for those
particul ar neasures, we determ ned that they weren't
reliabl e enough to put in a supply plan.

Just because you didn't have experience with them
(By M. Silvestrini) Well, and just the nature of the
neasures. As | said, if you're putting nore noney
into displays in Hone Depot, for exanple, you may
spend the noney, but that doesn't guarantee you're
going to see those savings when we need them and
under the weather conditions that we need to see

them |'mnot saying there won't be savings. |It's
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just froma reliability standpoint, it's not
sonething I would put in a supply plan.

On Page 15, Line 12, in discussing equi pnent

repl acenent and noting that it's nost effective at
the time of equi pnent breakdown, you stated that such
incentives do not tend to accelerate the decision to
replace. And |I'mjust wondering what incentive |evel
are you assuming, | guess in the current prograns,
and is that -- are you making that assertion as a

uni versal statenent, or does it apply nore or less to
different prograns and different custoner groups?

(By M. Silvestrini) |I think it's a nore universa
statenent, and it's within, I'd say within the kind
of bounds of the experience that we have in

i npl enenting these kinds of prograns. | nean, |
think if you increase the incentive to a certain

| evel, certainly you would be able to convince peopl e
to repl ace equi pnent before the tinme of breakdown.

But | don't know what that level is. | nean, for
exanple: If we're providing a rebate -- let's say it
costs $5,000 to replace a boiler or furnace, and you
of fer a custoner a $1,000 rebate. That mi ght not be
enough. But what if you paid for the whole
installation, the $4,000 or $5,000? Wll, that may

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS PANEL: ARANGIO/POE/SILVESTRINI]

90
or may not be enough. You may have to say we'll pay
for the full installation and give you anot her
t housand in order to spur the -- you know, to

accel erate the replacenent process. And that's the
ki nd of information we didn't know. |If we were going
to do that, you'd have to -- in order to nodel it,
you'd have to know what the cost of accelerating the
programs were. So within the bounds of our

experi ence, we drew these constraints on the

pr ogr ans.

Do you know i f your program adm ni strators | ooked at
t he suppl enental ERA-funded incentive, that | believe
your utility participated in, that provided
additional incentive for replacenent of

| ow-efficiency gas hot water heaters and boilers and
furnaces with high-efficiency units? Have you -- did
you check to see to what extent that was hitting

repl acenent at a point of retirement or repl acenent
for people who had working equi pnent, but wanted to

t ake advantage of nore efficient products?

(By M. Silvestrini) Yeah, | don't know specifically.
But the results and these judgnments were based on

di scussions | had with our programinplenenters, and

they were the ones that gave ne the constraints.
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Do you happen to know what incentive | evel was
assuned in the GDS study for the potentially
obt ai nabl e scenari 0?
(By M. Silvestrini) |I don't know precisely.
O whether that was nore or |less than the current
incentive levels? You don't know that specifically?
(By M. Silvestrini) No, |I don't know that
specifically.
CMSR. BELOW Ckay. | think that's
al | .
CHAI RMAN GETZ: Conmi ssioner |gnati us.
CVMBR | GNATI US: Thank you.

QUESTI ON BY CMBR. | GNATI US:

Q

Wiy don't we stick with DSM for a bit | onger

M. Silvestrini, you nmade a point in the
rebuttal testinony, and again this norning, that you
couldn't use the GDS nunbers for planning purposes.
And you highlighted that. So let's talk a little bit
about how far you can go for planning purposes with
t hose kinds of nunbers, or any other aspirations to a
greater amount of DSMin the system

| guess what |I'masking is, what's the
rel ati onshi p between the planni ng nodel i ng you use

and the reality of how you conti nue to expand good
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programs to i ncrease cost-effective DSM? Seens |ike
you've got two things going: The theoretical
pl anni ng function and then the reality and the
i ndi vi dual dockets going al ong year by year. How do
we marry those two to achieve as nmuch as can
realistically be achieved in a cost-effective way?
(By M. Silvestrini) The best way to answer that, in
the past we would | ook at the energy efficiency that
was bei ng obtai ned t hrough our Conpany's prograns,
and we would identify what the historical |evels of
savi ngs were achieved as we did our statistical
analysis to devel op a demand forecast, recognizing
t hat what happened historically was al ready enbedded
in the data, so that it was already factored into our
statistical nodels. Then we would | ook at the
projected | evels of the prograns going forward. And
to the extent there was an increase going forward
over what we experienced historically, we would
reduce our denand forecast accordingly and say our
demand is going to be reduced exogenously fromthe
forecast nodel as a result of our energy-efficiency
prograns. That's how we did it in the past.

This tinme, in fact for the first time that |'m

aware of, we were asked to incorporate energy
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efficiency or demand-si de managenent as a suppl y-side
resource. And the way we do that -- and M. Poe can
talk nore to the details of the optim zation nodel.
But you need to put in certain volunes at a certain
cost, appearing at a certain tine, subject to
constraints. And that's what we tried to do. W
said, well, let's look at the GDS study, and is that
sonet hing we can use to establish what those
constraints will be. And our assessnment was that it
was beyond the horizon that we coul d reasonably use
for a supply plan. So then we took a step back and
said, well, what can we achi eve and grow and know
that we can quantify what the cost of those are going
to be, so we can conpare those costs to the cost of

t he supply sources in our portfolio. And that's when
we contacted our program evaluators and i npl enenters
and sai d, okay, here are the current prograns.

Know ng what you know about what it takes to

i npl ement the prograns and what kind of a response we
get fromthe prograns and what it costs, if we wanted
to expand this, based on a conparison to the cost of
the supply resources in our portfolio, how would we
do that, and what are some of the things we could

expand, and at what cost and at what limt. And
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that's what we attenpted to do. And that's how we
nodeled it, so that we could fit it into the

optim zation nodel, and then, as M. Poe descri bed,

| ook at several different scenarios, base-case,

hi gh-case and | ow case scenarios, and then letting
the nodel do the determ nation of what |evels of
energy efficiency we could take.

And then how do you nove fromthe planning nodel in
t hose | ow base hi gh-case scenarios into the program
proposals for the actual efficiency prograns that
cone before the Conmm ssion?

| think there needs to be a better integration of
those two processes, | think both within the Conpany
and with the Comm ssion, in terns of identifying,
because it seens to ne we've got two things going on,
not conpletely in a vacuum but sonmewhat divorced
fromeach other. W' ve got program assessnent going
on, where we're |ooking at what it's going to take to
inplenment it, who are the beneficiaries going to be,
who are going to bear the cost of that, and what are
the bill inpacts? Those are very real issues. In
fact, | was involved in that back in the early 2000s
when we first rolled these prograns out, |ooking at

what the bill inmpacts were going to be.
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And on the other side, we need to | ook at, well,
if there's potential to do nore, how nuch nore can we
do, and how cost-effective is it, w thout just
openi ng the flood gates and not | ooking at what the
budgets and the bill inpacts are. And that's where |
think, as | say, if we could integrate those two
processes better, we could probably cone up with a
better answer.
| would think you al so, because you' ve been asked
this tine to treat DSM as a supply option, that
your -- is it fair that you've been fairly
conservative in what you've cal cul ated for DSM
savi ngs because you don't want to get caught j ust
hoping it cones through and then it doesn't?

(By M. Silvestrini) Supply planners by their nature
are conservati ve.

And yet, you then have to shift over to devel opi ng
the proposals in the actual prograns. And if the
program planning i s constrai ned by a conservative
approach for the planning docunent, do you end up
limting the vision of the people designing the
prograns, who are looking at it for a different

pur pose, and yet they've got a docunent that sets out

a conservative expectation?
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(By M. Silvestrini) | think that's where the val ue
of the econonmi c potential study would cone, because
that woul d hel p us define what that bound woul d be
froma supply planing standpoint. And then you could
ratchet that down to what's feasible, both froma
del i very standpoint and across a bill-i npact

st andpoi nt, and you could then better bal ance those
two interests.

What in the planning process is there that hel ps

gui de deci si on-maki ng on particul ar prograns if

di rect experience over the forecast period turns out
to be better or worse than you m ght have known, or
when you see actual results cone forward? Do you go
back into the plan to hel p gui de deci si on- naki ng
about the next level of DSMin this case?

(By M. Silvestrini) | think that would be the ideal.
| don't know that we're there yet. And that's what |
said earlier. | think they' re sonewhat divorced, and
| think it would be better to integrate the two.

And I think the other thing we need to | ook at
is we nmay get -- we may do an eval uati on of DSM on an
equal footing with supply-side resources and find
out -- let's say we can justify doubling the prograns

fromthat standpoint. Well, ny understanding is our
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prograns have gone from $3 million a year to $5,
alnost $6 million a year. |If we double that, do we
want to go $10 or $12 nmillion a year to spend on

these prograns? And | think that's the other
constraint on how far we go. But that's done in the
context of putting the prograns together and | ooking
at what bill inpacts are.

But | think, as | said earlier, in the |ong run,
it may be that because they're cost-effective, you're
going to lower the overall cost. But there's still
ki nd of the near-term price shock of inplenenting
those | evels of prograns and the inpacts on custoner
bills.
| think we were | ooking at the excerpt on Exhibit 5
t hat showed t he average system cost | ower each year
that you forecasted with DSM correct?

(By M. Silvestrini) Yeah, | think that would be the
expectation, is that you would -- if it's cheaper to
I npl ement DSM t han take nore gas supply, then your
portfolio should cost |ess.

But is your concern that, from an i ndividual custoner
perspective, that it may be the systemoverall is
down, but ny bill has gone up significantly?

(By M. Silvestrini) That's right. And that's why |
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say, If you translate these two programcosts to
i npl ement the neasures -- like | say, the current
programis about $5 mllion. |If we increase that to
$8 or $10 mllion a year, there's a bill inpact

associ ated with that.

Turning away from DSM and t hi nki ng about sone of the
ot her conponents of the plan, but really the same
questi on, how does the planning function define for
you what the right level of, let's take excess

supply -- and | guess, Ms. Arangio, that's your
primary duty there. Wat is it in the plan that
hel ps you to know what the right |evel of excess is?
(By Ms. Arangio) | think it's within the plan that we
docunented. Wthin the plan, we tal k about the

pl anni ng process that we go through when we have
contracts that cone up for renewal and we have to
make a deci sion, whether it be every five years or
every year, certain of our contracts are in
"evergreen status,” which means we can term nate them
each year or we can continue to roll them over. Wen
we | ook at putting the plan together, we have at the
very end of the plan a -- | kind of live and breathe
by the one sheet that says here's our peak-day

requi renent and here's what we have to neet our
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peak-day requirenent, as well as peak season. And
once we see in the outer years a deficit, so that --
and this is the experience that | had with the
deficit. 1'Il talk to the other side after this. W

say to ourselves, we | ook and say, okay, what are our
options to neet that requirenent. And again,
historically, DSM and all that has al ready been

i ncorporated in the savings and so on. So we would

| ook at either an on-systemresource -- are there
facilities on our systemthat we can expand, whet her
it be storage or the vaporization, where you can get
nore vol unes on our peak day -- do we have pipeline
resources that we can increase. And specifically,
the last significant increase that we had in the
portfolio is the addition of the Concord Lateral
project which went into service in '09. W filed
that, as you folks know, in '07, and certainly
started our discussions wth Tennessee Gas Pipeline
before that. So | think we detail it in sone Q& A
here. But call that a three-year planning period.
That was probably a shorter planning period, in the
sense that it was to build a conpressor station to
nmeet that requirenent. Whatever type of facility, if

you have to put in a new pipeline, it depends on the
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area that you're going through. |[If you have to have
permtting and such, if you have to nake filings with
FERC, we have to back that into the planning
schedule. So once we see, like | said, in the outer
years of the five-year plan a need, we can conti nue
to nonitor that.

We do our planning process every year, even
though we only file our plan every two years
formally. W do our planning process every year soO
that we're | ooking at this every year and have the
nost up-to-date information. Sorry. Let nme slow
down a little. | just sawthe sign. | know I'm
tal ki ng qui ckly.

We update that every year with respect to the
demand, as well as any contracts that we have com ng
up for renewal. And then again, we also take into
account any other requirenments, |ike the seven-day
storage requirenent that we have.

So now we're | ooki ng at what vol une of excess,
if you wll, is acceptable. R ght now, we're in the
position that we do have excess supply in the
portfolio. And we've discussed, and M. MU uskey
put it in his testinony, the reasons for that. W

have to make contractual commtnents -- sone, |ike I
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said, one-year, five-year, and the Concord Latera
was a long-termcommtnent we had to make -- so that
we can say, okay, if we |look at that, do we need to
have this in the portfolio? W may not. For
exanple: An LNG facility. W may not necessarily
have to execute -- excuse ne -- have to call in that
for the peak day. But once those resources are in
your portfolio, you have the ability to use them So
wthin the season we nmay not project that we're

usi ng, for exanple, LNG in our portfolio. But what
was experienced this past winter season, we did
expect to use sone, but we used nore volunes than we
originally had forecast in our cost of gas because
they represented a | east-cost dispatch.

So, to target one individual resource to say
that that specific resource is the excess, we
really -- it's very difficult to do that when you
just | ook at the nunbers, because each resource
brings wwth it flexibility. Every day we need to
have -- we need to neet our requirenents for
bal anci ng on the Tennessee Gas Pi peli ne.

Over this last winter season, the 2010-2011
season, we had over 70 days within the 150-day or

151-day wnter period that we had to keep within a
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tighter tolerance on Tennessee. So we had to

nom nat e our volunes that we expected to forecast our
custoners to use for the day, nmke our nom nations on
the pipeline, and stay within a 2-percent tol erance.
So one of the attributes for our supply needs is to
make sure we have the flexibility to do that, to be
able to neet those requirenments and stay wthin that
bal anci ng tol erance and not incur any penalties.

And then the reliability of it, there are issues
upstreamon a pipeline. W all know that our
on-systemfacilities, we reported those as our | ast
i ne of defense. Those are facilities that we have
control to turn on. So whether that's for supply
reasons or for systemdistribution pressure issues on
our own system or if the Tennessee Gas Pipeline, if
we' re not experiencing historical pressures that we
need to operate that, we can turn our own facilities
to boost those pressures.

So when we | ook at -- we don't necessarily | ook
at a finite nunber and define that as okay to be
excess. Now we'll have to |look at that in terns of
goi ng forward and what each resource in the portfolio
adds to the portfolio. So we do incorporate both

price and non-price factors | guess is the sinple
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answer to the question. And we don't have an exact

volune that says it's okay to | ook at excess or what

volume specifically is excess. But we'll also | ook

at -- | think this was a question that | had earlier
referenced -- that we'll have to | ook at the | onger

termeffects of, for exanple, potentially -- | think
w thin our testinony we tal ked about -- in our

rebuttal testinony we tal ked about if we run our
nodel s, and, for exanple, it says that we shoul d
de-contract with pipeline capacity, we have to think
about the long-termramfications of that. And if we
do turn back pipeline capacity, is that going to be
there when we need it? So, in fact, we may -- for
exanple: W have a contract com ng up for renewal
that's delivered off of the pipeline, our AES Granite
State contract that's comng up for renewal in 2012.
Wll, if we nake the decision -- that contract
actually has different renewal terns. |If we make
that decision, for exanple, not to renew t hat
contract, is that going to be there when we need it
in two or three years, or whatever the planning
horizon will be that we need to add capacity?

So | guess the short answer to your question is,

it'"'s really quite a bit involved in |ooking at what
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we woul d contract for and not contract for, | ooking
at the long-term planning for the portfolio and how
to neet requirenents.

Vell, | guess a lot of what you described sounded to
nme |i ke operational decisions and individual

pur chasi ng decisions. And what is there in the plan
itself that helps to informthose decisions? You
said there's no set requirenent. You nust be
X-percent excess for liability purposes or anything.
| take it there's no paraneters like that. So

what -- are there any terns in the plan that guide
you i n making those purchase deci sions or decisions
about whether to go to this contract or to this
propane supply to nake all of those operati onal
deci si ons you nake every day? Does the plan guide
you, or does it -- it's witten, but it doesn't
really have a ot to do with what happens day to day?
(By Ms. Arangio) Well, the plan pretty nmuch descri bes
the process that we look at. So, like |I said
earlier, our driver is really naking sure that we
have the resources to neet the design day and the
desi gn season. And we al nost had a design day in
2004, so we needed to neet what we statistically

pl anned for.
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And, you know, people think, oh, once in 40
years, oh, I'"'mnot going to be here when it's once in
40 years. Well, | was, and hopefully it won't occur

for another 40 years. But that always has the driver
of -- | think you asked as well about conservative.
We have the planning standards that we nmust have. So
the plan details all of that. And then it al so
details the process in which we go through.

So when we | ook to renew a contract, we al so
| ook at alternatives that are available at the tine
and say, if we let this contract go, for exanple,
what are the alternatives that we can neet those
custoner requirenents with. And if those
alternatives are nore expensive or if they don't
exist, or if they also don't provide the sane
flexibility and reliability that you need that the
current resource has, you also have to take that into
effect as well. So it's the big picture. But then
it all boils down to, you know, on day-to-day
decisions, if we have a pressure issue, we need to
make sure that we have a resource that we can turn on
to boost the system pressure so that we don't have
any i npact on that day for custoners. So it's kind

of a big picture that goes down to really a
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day-to-day issue as well.

You al so said that you have to nake investnents,

"l unpy investnents,"” and then "grow' into them

(By Ms. Arangi o) Right.

And you're currently in excess because both of sone
those big investnments and because of the drop in
demand in the econony. How |long are you projecting
it wll take to grow into that supply?

(By Ms. Arangio) At this tine, we're -- well, that
wll be flushed out when -- that's why, one of the
reasons that we're looking to file -- well,
obviously, we need to file our next supply plan in
February, anyway -- is to use all of the nost updated
information that we have to determ ne what that tine
period is. So |l can't tell you at this nmonent in
time what that is because we don't have the updated

i nfor mati on.

Do you make decisions to sell off any of your supply?
Is there a market to sell off any of your supply to
recoup sonme of the costs?

(By Ms. Arangio) Oh, certainly. Wthin our rebuttal
testinony -- | think it m ght have been the first
questi on sonmebody asked. | think the OCA asked about

if we had an i ncorrect date. When we have
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increnental -- excuse ne. Wen we have excess
resources within the portfolio, whether it be for a
day or any tine period, we | ook to optim ze those
resources and sell themin the marketplace. So |
think on page... let's see, of our rebuttal
testinmony... wait a mnute, I'lIl just find it here.
Ch, on Page 6 of 19 here, starting wth Line 19, |
speak to, for instance, from Novenber 2009 through
Cct ober 2011, the Conpany engaged in portfolio
optim zation activities. That reduced the cost of
gas to custoners by $2.1 mllion. So what we |ook to
do in the narketplace is to sell excess capacity on a
day or a nonth, optimze the portfolio. And those
savi ngs and those revenues fl ow back to custoners.

So, to further elaborate a little bit on why the
2011 date is correct, is we engage in sone activities
for a twelve-nonth period. So we know we have
guar ant eed revenues com ng back through 2011. W
al ready know about that. W're already contracted
for those. And then there will be increnental until
that date. So we do -- anytine we have excess in the
portfolio that we're not using to neet custoner
requi renents, we do look to optim ze those assets in

t he mar ket pl ace. And those revenues then do flow
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back to custoners, and they see that as a reduction
to the gas cost.

But the plan itself does not give you a threshold
anount over which you shoul d be | ooking for those
opportunities, or does it?

(By Ms. Arangio) No. That's actually -- it doesn't
have a prescribed volune. That's part of the
managenment of the portfolio, so that -- for exanple:
In the of f-peak period, which we | ook to in the gas
supply world as April through Cctober, typically we,
along with our brethren in the Northeast, have excess
capacity in the summertime, because npbst of our
capacity obviously is used to neet the peak peri ods.
And that may al so be just on transportation vol unes.
It may be on storage volunes. It nay be on LNG and
LPG volunme. Anything that we wouldn't be using to
nmeet customer requirenments that we can sell and that
we nmake sure that -- in our port portfolio, for
exanpl e, we have to -- we create what we call a
"storage rule curve" at the beginning of each w nter
season. So that dictates where we need to be with
our | evel of storage in our underground storage
facilities, as well as our supplenental facilities,

so we don't -- we actually have a requirenment here in
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New Hanpshire that we need to be at a certain | eve
by the end of every nonth. And we know that. So
that dictates a lot of the reliability and the

vol unes, per se, that we know we have as excess. So
let's just say, for exanple, if we're at the end of
the nonth and we know we have to be at a certain

| evel in storage, and we have five days left, and if
we see whether that requires us to pull our ful

vol umes out of storage, we know we don't have those
as excess for those five days. But if we had naybe
10 days of excess, and we only had five days left in
the nonth, then we know we have those five days as
excess. So it's also, as well, based on the
operating paraneters in the upstream pi peline. And
what | nmean by that is, typically when it gets col der
or if there are issues in the narketplace when -- for
exanple: Sonetines, often Sable Island will go down
or sonetines Repsol LNG didn't have a ship comng in
during a period of tinme, and you see the nmarket
tighten because the supply situation's tightened.

And so what that neans, in addition to typically

hi gher pricing within the Tennessee Zone 6 area that
we're located in, it also neans the tightening of the

bal ance on the pipeline. So that's when the upstream
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pi peline, instead of allow ng you a 10-percent daily
tol erance fromthe nom nation to your usage, it has
to go down to 2 percent before they incur either a
bal anci ng charge or a penalty. So we have to al so
take those parameters into account when we | ook at
what we optim ze as well and what we hold on to, to
make sure that we can neet our custoner requirenents.
M. Mdd uskey took the Conpany to task for, in his
view, turning to propane nore than really it shoul d
have and that there was a nore cost-effective
approach with the G anite R dge contract.

Is there -- what is there in the plan that hel ps
you nmake those decisions with which way to go when
you need to pull on supply? |Is there anything that
gui des you in using propane at a particular time?
(By Ms. Arangio) | think our best guidance is the
| east-cost dispatch in a reliable manner. And what |
nmean 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 a |l east-cost manner. But | also put on that
caveat the reliability. |If certain tines we my --
and | know M. MC uskey, in his testinony, there was

a reference to specific days, | believe in the
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"08-'09 wnter period where we utilized propane in
lieu of our Ganite State -- and | also called that
"AES." | apologize -- contract. | don't know the
specific reasons in the '08-'09 period, off the top
of ny head, why we woul d have done that. But
typically we woul d di spatch propane, either propane
or LNG to neet system pressure requirenents or to
bal ance at the very end of the gas day if we

needed -- if we had a higher |oad than what we had
pl anned for. The AES contract requires us to

nom nate that gas the day before. So if we have a
weat her front comng in and it cones in earlier
rather than later, and the custoner requirenent is
such that we need nore supply, our on-system
facilities are the supplies that we can call in
oursel ves, that we don't have a nom nation
requirenent to neet. So we know that we may al so
have a requi renent, nust-take requirenents. And
again, off the top of ny head, the '08-09 w nter
period, it's not off the top of ny head. But we al so
soneti mes have nust-take requirenents with the supply
contract, that we have to take certain volunes. |
don't know if that was a specific instance that he

cited. But we soneti ne have nust-take vol unes that
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we have to, because we have to contract for themto
nmeet custoner requirenents. | believe, if |I'm
t hi nki ng about it, in the '08-'09 period, the Concord
Lateral project was not in service. So | believe we
had to contract for certain liquid supplies, be it
LNG or LPG to nake sure that we had sufficient
vol unes to neet peak-day and the seven-day
requi renent. So that may have al so been a factor.
So those things are taken into account as well, why
we woul d di spatch certain supplies over other
suppl i es.
In the recommendations that M. Md uskey nade, and
t he Conpany has agreed to accept, do you anticipate
that that will require a significant change in the
pl an bei ng devel oped for 2012 in substantive
managenent, or is it nore that it will entail greater
detai |l ed expl anati on of things that are already going
on?
(By Ms. Arangio) |I'll speak to the supply resource
portfolio and let M. Silvestrini and M. Poe speak
to ot her issues.

But | think, in fairness, we can say they're
probably sone of the things we take for granted that

we do every day. So, in fairness to M. MU uskey,
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sone of his points, it could be nore detailed wthin
the plan and future plans going forward. And, you
know, the Conpany has obviously agreed to do that.
So if we need to docunent different types of
deci si on- maki ng or expand on certain things, which he
alluded to in his recommendati ons, we certainly agree
to do that. And that woul d nmake sone sense, so that
the Staff has a better understandi ng of what, I
guess, is in our head and isn't necessarily on paper,
so that they can understand why we make the decisions
we do. And if they don't agree with that, we have a
conversati on about that.
Any ot her comrents?
(By M. Silvestrini) Yeah, | would say not nmjor
changes. | nean, the way these filings and
proceedi ngs generally play out, when we cone in with
our plan and we present it, there are always tweaks
and i nprovenents that we make going forward. And |
woul d put them under that category.

| think one of the biggest changes we made was
putting DSMin as a supply side. | think that was --
| would call that a major change. But for here, it
was nore just a nodification and expl anati on of what

we' re doi ng and an under standi ng of what the
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expectations fromthe Comm ssion and the Staff are.
Thank you.
(By M. Poe) | would agree with ny co-workers.

CMSR. | GNATIUS: Thank you. Not hi ng
el se.

CHAl RVAN GETZ: M. Canerino, any
redirect?

MR. CAMERI NGO Yes, limted.

REDI RECT EXAM NATI ON

BY MR CAMERI NO

Q

Let nme just start, Ms. Arangio, w th sonething that
Comm ssioner Ignatius was asking you about at the
end.

She asked you about a portion of M. MO uskey's
testi nony, where he referred to what he said was the
Conpany usi ng hi gher-cost propane rather than the AES
or Ganite R dge supply. Do you recall that?

(By Ms. Arangi o) Yes, | do.

And that relates to, if | understand correctly, a
past deci sion on which resource to dispatch as
opposed to sonething that would be in the supply
plan; is that a fair statenent?

(By Ms. Arangio) That's correct.

Are there proceedings in which the Comm ssion revi ews
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the di spatch decisions that the Conpany has in fact
made?

(By Ms. Arangio) Yes. In each of the

reconciliation -- the COG reconciliation filings, we
typically detail nobst of why we dispatch
specifically in the winter period, why we dispatch
certain supplies over other supplies. Yes, that is
revi ewed.

And so those years that are referenced by M.

McCl uskey, those have al ready been the subject of
review in a past docket by the Comm ssion?

(By Ms. Arangio) Yes. Specifically, the '08-'09
woul d have been as well .

And assum ng for the sake of argunent that his
statement is correct, that the propane was hi gher
cost, is it your testinony that there could be
non-cost reasons that the propane was di spatched?
(By Ms. Arangi o) Yes.

This is a question for M. Poe. | want to show you a
data request responded to by M. MCuskey in this
proceeding. |1'll provide copies to everyone. This
is OCA 1-3. And |I'd just ask you to read that and
refresh yourself for a mnute while |I provide copi es.

(Wtness revi ews docunent.)
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MR. CAMERI NO Just for the record,
|'"lIl explain this in a mnute, but there's actually

two pages attached there.

BY MR CAMERI NO

Q

And you see that the Consuner Advocate asked M.

McCl uskey whet her the Conpany had been asked about
why Granite R dge had not been utilized?

(By M. Poe) Yes, | see it.

And what's M. MO uskey's response?

(By M. Poe) M. MO uskey responds that the Conpany
responded to Staff discovery on the issue. |t argued
t hat sendout requirenents that exceeded the Conpany's
pi peline capacity were net using | ess-expensive,
Company- owned suppl enental resources. See response
to data request entitled Staff 1-10."

And the second page that's attached, Staff 1-10 from
DG 10-230, is that the response M. MC uskey refers
to?

(By M. Poe) That nust be the response he's referring
to.

And do you know, is that docket a prior cost-of-gas
proceedi ng, nmeaning prior to today?

(By M. Poe) Yes, it is.

And so the issue that was asked about by
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Ms. Ignatius -- by Conmm ssioner Ignatius was inquired
by the Comm ssion Staff.
(By M. Poe) Yes, it was.

MR. CAMERINO Could we mark that as
Exhibit 6 for identification.

CHAI RVAN GETZ: We'll mark the two
pages as Exhibit 6 for identification.

(The docunent, as descri bed, was

herewi t h marked as Exhibit 6 for
i dentification.)

And to go back to ny |ine of questioning with you,
Ms. Arangi o, what the supply plan deals with is the
deci sion to procure or obtain the rights to supplies
and capacity -- is that correct -- not which wll
actual ly be di spatched when each day cones? |Is that
a fair statenent?
(By Ms. Arangio) Yes, it is.
And since I'musing the words "supply" and
"capacity," because I'"'ma little concerned that they
may have been used interchangeably today. |Is the
i ssue that you understand M. Md uskey to be
concerned about, excess supply or excess capacity?
And if you could just summarize the difference.

(By Ms. Arangio) Sure. What | refer to as "capacity"
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is pipeline capacity that we contract for and pay
for, including, actually, our AES G anite State
supply contract, because that actually is a bundl ed
contract that delivers to our city gate both supply
and capacity. And "capacity" as well would include
vol unes contri buted with our own on-systemfacilities
as well. That's capacity that we retain to neet
requi rements. Then we would fill that capacity with
a supply contract that would flow in the capacity, or
purchase LNG or LPG refill volumes to fill the
capacity.

M. Silvestrini, there was a di scussion you had with
Comm ssi oner Bel ow about the Conpany forecasting | oad
growth. And what | want to ask you is, is it

possi ble for the Conpany to forecast overall |oad
growt h, but not necessarily a growth in usage per
cust oner ?

(By M. Silvestrini) Yes, that's true.

And so those two things could be noving in different
di rections?

(By M. Silvestrini) And in fact, generally they are.
Qur growh is conmng fromadditional custoners. At
the sane tine, use per customer tends to decli ne.

Does that nmean that it's possible that individual
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custoners coul d be energy-efficient, but the
Company's | oad could continue to grow?
(By M. Silvestrini) That's correct.
M. Silvestrini or M. Poe, would you just explain
very briefly how you -- you refer to the "resource
m x run of the SENDOUT nodel " and the "optim zation
run.” And as sinply as possible, explain what each
of those is.
(By M. Poe) Allow ne. Certainly, the SENDOUT nodel
has two mai n nmet hods of operating: One of themis
sinply the optim zation nethod which we have used
countless tines in prior forecasts.

In an optim zation run, the Conpany's portfolio
Is represented by its enpty queues, and AC queues,
t he demand charges and commodity charges that it
faces. The commobdity charges of the supplies and all
of the contracts are assuned to be fixed, so all the
demand charges are sunk. And the objective function
of the linear programwithin the nodel is to m ni mum
the overall cost. The way to do that would be to
purchase in a | east-cost fashion the commbdities that
are available to it. And that would be the | ong-haul
@ul f gas, short-haul gas from Dracut, the LNG and
LPG.
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In a resource mx run, which was the |ast and
final run of the nodel, the nodel's objective
function is not just to mnimze the commodity cost,
but also the total dollars that are spent, including
t he demand charges. So, certain contracts can be
identified as you can vary this contract. You can
vary it by buying nore or you could vary it by buying
| ess. You could include things or exclude things.
And so the objective function then of m nim zing
costs is to mninmze not only the commodity, but also
t he demand char ges.

So in describing -- I want to ask you about a
description of the resource mx nodel. |In the
resource m x nodel, does the nodel have the ability
to assune the contracts that in fact aren't
termnating in the period of review, can be

term nated? What woul d happen if you got rid of
contracts that actually don't have a term nation
date? |Is that one of the things it does? O does it
just look at termnation, contracts that actually

term nate?

Well, it would all depend on how we actual ly nodel
it. It's our responsibility to appropriately nodel
these contracts. |If the question was, can we rel ease
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a contract that will not termnate within the run, we
woul d have to | ook at what m ght the cost be. |If you

put in enough paraneters and enough data, you can
make that consideration. But a contract that wll
not termnate within a tine period would not be
consi dered for resource m X.

And we had a | ot of discussion about the probl ens
that the SENDOUT nodel had in nodeling the DSM
resources. Was that problemin both the resource m x
node and the optim zation node, or in only one of

t henf

(By M. Poe) No, it was nerely in the resource m X
node when it was cal culating the overall cost of the
DSM

And so, for purposes of what's in this supply plan,
all the optim zation runs, the outputs are correct?
(By M. Poe) Yes, that's correct.

And the problemis Ilimted to the resource m x run?
(By M. Poe) That is correct.

And is it possible for the supply plan to be viewed
as adequate if only the optim zation run was able to
nodel the DSM resources?

(By M. Poe) Yes.

Lastly, M. Poe, you were asked some questions by
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Att orney Thunberg about Public Utilities Conmm ssion
506. 03, the so-called "seven-day rule."” Do you
recall that?

(By M. Poe) Yes, sir.

And | want to show you M. MC uskey's testinony

whi ch has been marked as Exhibit 3 for identification
and ask you what's the date on that testinony.

(By M. Poe) Septenber 24th, 2010.

Thank you. And can you tell ne where in there it

di scusses the seven-day rule at all?

(By M. Poe) The seven-day rule is not discussed

w thin the testinony.

And your statenent was that M. MUd uskey's testinony
hasn't considered the seven-day rul e?

(By M. Poe) Earlier what | had said was that he had
consi dered the seven-day rule, and | spoke just a
little bit too soon, because | hadn't heard the final
part of the prem se, which was "within the
testinmony."” He had considered the seven-day rule,
but it was in... yes, in -- thank you -- in the Staff
response that he had provided, which I don't --

Exhi bit 4, which his response was di scussing the
seven-day rule at that point.

Wien is it that he discussed the seven-day rul e?
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(By M. Poe) The date of the response was
Decenber 28th, 2010.
And who asked hi m about the seven-day rul e?
(By M. Poe) The Conpany had asked that question of
hi m
So until the Conpany asked, there was no indication
that he had given it any consi deration?
(By M. Poe) Correct.
And then one | ast question for M. Silvestrini, just
for clarifying the record. | want to show you pages
Roman Nuneral 1V-1V through VI of the IRP. And ny
question's pretty sinple: | just want you to
indicate if that -- where in the plan you sunmari ze
the consideration of the GDS DSM savi ngs esti nat es.
Ils that the place in the plan?
(By M. Silvestrini) Yes, it is.
Okay. Thank you.

MR, CAMERINOG That's all | had.

CHAl RMAN GETZ: What was the cite
agai n? Four dash --

MR. CAMERI NGO Roman Nuneral V-1V
t hrough VI.

CHAl RMAN GETZ: Thank you.

MR. CAMERI NO. Thank you. |
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apol ogi ze. That's all of ny redirect.
CHAI RVAN GETZ: Gkay. Thank you. Of
t he record.
(Commi ssioners confer off the record.)
CHAl RMAN GETZ: Back on the record.
Let's take a recess. It's 12:30. And we'll resune
at 1: 00 wth M. Md uskey. Thank you.
(Wher eupon the Wtness Panel was
excused. )
(VWHEREUPOQN, the Morning Session
recessed for lunch at 12:30 p.m and
resunmed at 1:21 p.m)
CHAI RVAN GETZ: Let's see. Ms.
Thunber g.
M5. THUNBERG.  Thank you. M.
McCl uskey, can you take the w tness box.
Wher eupon GECRGE McCLUSKEY was dul y
sworn and cautioned by the Court Reporter.
GEORGE McCLUSKEY, SWORN
DI RECT EXAM NATI ON
BY MS. THUNBERG
Q M. MCuskey, |I'd like to start with sone
background. If you could pl ease state your full nane

for the record.
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George McC uskey.

And do you work for the Conm ssion?

| do.

And what are your responsibilities at the Conmm ssion?
|'"massigned to the Electric Division, and | work as
an analyst. And because of this, | can effectively
be assigned to any type of case that the Electric

D vi si on handl es, which |I have, other than cost of
capital. 1've never been assigned to work on cost of
capi tal .

Have you worked on | RP dockets in the past?

Yes. |I'mactually responsible for integrated
resource planning for both the Electric and Gas

D vision, which explains why | amtestifying in a Gas
D vi si on case.

And can you briefly descri be what you consider to be
your area of expertise.

Well, I've been doing utility work in the United
States for nore than 20 years, and before that, 10 or
15 years in England. So ny area of expertise is
really utility ratemaking in its broadest sense;
specifically, work on rate design, cost-of-service
studi es, integrated resource planning, power

contracts, gas contracts, anything.
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Thank you. The testinony that you'll be providing
today do you consider to be wthin your area of
expertise?

Yes, | do.

And can you pl ease descri be your involverment with
thi s docket.

' mthe | ead anal yst on the docket, which nmeans that
|'"ve reviewed the filing, |'ve issued discovery, |'ve
coordi nated techni cal sessions, settl enent
conferences, |'ve witten testinony, and | have
responded to discovery. And today | am presenting
oral testinony.

And I'd like to just show you a docunent that's been
mar ked for identification as Exhibit 3 and just have
you to authenticate that for the record.

Yes, that's ny testinony in this case.

Ckay. M. Mduskey, with respect to Exhibit 3, do
you have any changes or corrections that you are
aware of that need to be made to this docunent?

M5. THUNBERG And if | could just
note for the record, M. MC uskey's testinony is
dat ed Septenber 24th, 2010. Subsequently, we found
typographi cal errors, so a revised, corrected version

for those typographical errors would be -- was filed
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in Cctober. | just wanted to make that known.

BY M5. THUNBERG

Q

So, M. Md uskey, ny question to you is, wth this
docunent, are there any changes or corrections that
you wish to -- that you feel need to be made to this?
| have one change, and it relates to Recommendation 5
on Page 8 of the testinony. 1In the testinony, |
recomrended that the Conpany file wthin six nonths
of the date of the final order in this proceeding an
updat ed resource mx analysis. So this testinony was
filed in Septenber of 2010. W' re now al nost nine
nmonths later. | fully expected when | filed this
testinony that the case woul d have been conpl eted and
that the Conpany woul d have been in the process of
preparing the update. This case, this proceeding,

got del ayed for several reasons, but primarily
because of the Laidlaw case. | was essentially taken
fromthis case and required to work on the Laidl aw
case, which, as you know, was -- took a -- was a

hi gh-priority case. So we essentially had to put
this case on hold while we went through the Laidl aw
case. So we've had -- the Conpany's had this
testinony nine nonths. It fully understands the

problenms that Staff found with the denmand- si de
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assessnent, the major problembeing the code errors
that they found with the SENDOUT nodel. And | think
that a reasonabl e recommendati on woul d be to have
themfile the update two nonths after the Conm ssion
issues its order in this proceeding; so the thinking
bei ng, once the order goes out, and assum ng the

Comm ssion agrees with Staff's recommendati ons on
demand- si de assessnents, the Conpany woul d then go
make the adjustnents, make the filing, Staff would
review them and | imagi ne the Comm ssion would issue
a suppl enental order, and the two orders com ng from
t he Comm ssion would then formthe basis of the 2012
filing that it would nake. So it just seens wast ef ul
to have the Conpany spend anot her six nonths after
the order conmes out in this case to file the resource
assessnent, because it's going to -- because they
need sone closure in this case before they can really
file that 2012 file. So the way to do that, | think,
Is to have them nake the update to the resource m X
analysis two nonths after the Conm ssion issues the
order. And that's the one change that we have.

M. MO uskey, have you read the rebuttal testinony
filed by National Gid?

Yes, | have.
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And do you have any -- in light of this rebuttal
testi nony, do you have any changes to the
recommendat i ons?
In nmy testinony?
In your testinony.
No, other than the one that | just nentioned.
Ckay. | have sone questions for clarifying what
Staff's positionis, and I'd |like to draw your
attention to your rebuttal testinony.
Just one nonment while | find that.

Ckay. Wat page?
Page 4 of the rebuttal testinony. And | direct your
attention to Lines 17 through 23. And ny question
iI's, does this description by National Gid accurately
characterize Staff's position in this docket?

(Wtness reviews docunent.)

No, it does not.
And if it does not, can you pl ease expl ain why, what
Staff's position is.
First of all, on the issue of the demand forecast to
be used in this separate proceeding, ny testinony
does not address that. It sinply recomends that a
separ at e proceedi ng be opened, so the Conpany can't

claim based on the testinony, that Staff has this

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS: McCLUSKEY]

130

position that, what | call the "excess proceedi ng",
shoul d be based on the demand forecast in the 2010
filing.

Secondly, that is not Staff's position. Staff's
position is that if the Conpany has an updated
forecast available to it prior to the filing of the
testinmony in this separate proceeding, then we think
it's appropriate for themto use that updated
forecast as the basis of its defense of its position
in the excess-capacity proceeding. So that's our
proceeding -- our position. Sorry.

Ckay. Thank you.

Wth respect to National Gid' s position that's
been articulated in the rebuttal testinony, that this
excess proceeding wait for the 2012 I RP forecasts,
does Staff have any position on that?
Yes, | do. W're opposed to that. The issue that we
are addressing, based on the 2010 IRP, is that the
Company has an excess of capacity relative to the
desi gn-day demand in each of the five years of the
f orecast period.

And | want to conme back to this issue of the

definition of "excess, because | know Comm ssi oner

| gnati us asked the question. But before | get
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sidetracked on that, if we -- so the issue, this
excess, the Conmpany's filing does not address how to
resolve that. The 2010 | RP does not even recogni ze
that there is an excess. So | guess that's why the
filing does not explain what they're going to do
about it, because they don't even recognize it in the
first place. So, Staff addressed this issue and said
this is significant excess. W're not talking about
the small excess, we're tal king about significant
excess. And we said that we think the filing is
adequate [sic] because it doesn't address, fromthe
pl anni ng standpoi nt, how the Conpany intends to deal
w th that excess. Should it stay, and what are the
argunents for it? Should it go, and what are the
benefits for getting rid of the excess? That's the
ki nd of discussion that we woul d have expected to
have in their --
M. MdCduskey, can | just interject? Because |
think -- I don't knowif it was not articul ated
fully. D d you say that the filing was adequate or
i nadequat e?
| nadequat e on that particul ar issue.

MR. CAMERINO M. Mdd uskey is

really, essentially, just repeating his testinony in
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this case. | understand that if there are things
that were raised in the rebuttal testinony that he
hasn't had a chance to address yet, that he shoul d be
given a chance to do that. But this is just a
restatenent of his position, and we're going to be
here a long tine. |If he can just nake his case in
nore detail.

Ckay. So, in proposing to essentially shift this
issue to the 2012 IRP, we are not resolving the issue
of what do you do when you have an excess from a

pl anni ng standpoint. That is a major issue. And

t hey, the Conpany, will not have the benefit of the
Comm ssion's thinking on that issue if the thing gets
rolled over to the 2012 filing.

The other issue is one of timng, that if this
issue is put into the 2012 filing, it could take a
year or nore before that particular proceeding is
compl eted. And because these are pl anning
proceedi ngs, these are not cost-recovery or
rat e- maki ng proceedi ngs. W've always taken the
position that we can't nake a recommendation to
di sal | ow costs because these are planning cases. |If
sonet hi ng cones out of the planning docunment that has

rate-making inplications, and it's appropriate to
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address it in a rate-maki ng proceeding -- the obvious
one woul d have been the cost of gas -- those
proceedi ngs are very short, and there's really not
enough tine in those proceedings to address this kind
of issue. Hence, we've proposed a separate, a

st and- al one proceedi ng to address cost issues
associated with this excess. |If we go through the
2012 proceeding, get to the end of that, the

Comm ssion thinks it's appropriate to address this
excess issue in a separate proceedi ng, now we're
probably two years on before we really get to that
issue. During this tinme, ratepayers are paying for
this excess. W think it's appropriate to address it
as quickly as possible and nake a decision: Is it
appropriate to have that excess or not, and what are
t he cost-naki ng consequences?

So we think it's just proposed by the Conpany to
roll this over and have further delay and further put
off the tine, where we should be resolving this issue
once and for all.

M. MO uskey, there was sone di scussion earlier wth
National Gid on trying to get their opinion on what
the right |level of excess is, and you started

alluding to it. But |I was wondering if you could
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succinctly offer Staff's opinion on that question:
What is the right |evel of excess?

The excess that we're talking about is relative to
what's known as the desi gn-day denmand, rather than

t he actual peak-day denand in any particul ar year.
The design-day demand is an estimated demand, peak
demand, for the conpany based on certain extrene
weat her conditions, conditions what are not likely to
appear for, could be nmany, nmany years before we
experi ence these conditions. So it's a denmand which
is considerably above typical peak-day denands.

So, in effect, what that design-day denmand does,
it requires the Conpany to have a certain anpunt of
resources that are in excess of nornmal peak denand.
So you' ve already got a reserve built in, in order --
for what purpose? |In order to provide a |evel of
reliability that, if weather conditions fromyear to
year do vary, that they wll have sufficient
resources to handle those without cutting off
custoners. That's the idea of it. It's a standard
to maintain reliability.

The excess that we refer to in our testinony is
over and above that. So when you say, what's the

appropriate |l evel of the excess? M answer is zero.
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You really shouldn't have | ess than the desi gn-day
demand, because that's inpacting your reliability.
But if you have nore than the desi gn-day denmand, you
are effectively inposing a higher reliability, which
has to be paid for by custoners. So if the
appropriate level of reliability is specified by the
desi gn day, then the goal for the Conpany shoul d be
to have zero excess capacity, or sonething very
small, a very small percentage above that |evel.

CHAI RMAN GETZ: This is all covered in
your testinony; correct? | nmean --
| think I may have alluded in ny testinony to the
fact that the design day is not a normal peak denmand.
It's sonet hing that happens once in 40 years,
typically, froma statistical point of view

CHAl RMAN GETZ: (Okay. Let's focus on
anything that's new in response to the rebuttal,
because we've had the opportunity to go through the

testi nony.

BY M5. THUNBERG

Q

M. MO uskey, there was a question posed earlier,
which | don't think you have addressed in your direct
testi nony, about how long it would take the Conpany

to growinto this excess. And does Staff have a
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position on that?

Yes. Excess that we cal cul ated, we estimated the
rate of gromth reflected in the Conpany's | oad
forecast that's in the 2010 filing; it would take 17
years to absorb that excess. So if the rate of
growh in the future is higher than that, then the
nunber of years would be less. |If it's |ower, then
it would be | onger.

M. MCuskey, I'd |like to draw your attention to
Page 8 of your rebuttal testinmony. And there's a
statenment on Line 9. |If the pipeline capacity is
turned back, does Staff have an opinion on whether it
woul d recommend pi peline capacity being turned back
or not?

No. Staff certainly does not suggest that pipeline
capacity woul d be turned back in order to deal with
the excess. W said that it would be -- the obvious
candi date woul d be the hi ghest-cost resource. And
hi ghest-cost resource, froma vari abl e- cost
standpoint, is the Conpany's propane facilities. So
if a decision is nade to reduce the excess through
retiring or termnating certain contracts, then we

t hi nk the propane plants would be the obvi ous

candi date to do that and not the pipeline capacity.
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Q My | ast question to you, M. Md uskey, and you
started answering this earlier, but I'd |ike to keep
it in one succinct place, is nowthat you' ve heard
W th respect to Recommendation No. 5 that the Conpany
woul d rather submt its updated resource m x anal ysis
wth the 2012 IRP rather than the 2010 | RP, do you
have an opi nion or have any concerns wth that
Company- suggest ed approach?

A | thought | already responded to that, indicating
that the Conmi ssion really needs to have the correct
demand- si de assessnent and the associ ated | east - cost
| nt egraded Resource Plan in this proceeding in order
to give them gui dance as to what to include in the
2012 filing.

Q Thank you

M5. THUNBERG M. Mdd uskey is
avai |l abl e for questi oni ng.
CHAI RVAN GETZ: Ms. Hatfield.
MS. HATFI ELD:  Thank you, M.
Chai r man.
CROSS- EXAM NATI ON
BY MS. HATFI ELD:
Q Good afternoon, M. MOd uskey.

A. Good afternoon.
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Do you recall sone of the cross-exam nati on questions
that you asked M. Silvestrini about the rebuttal
testinony as it relates to the GDS study?

Yes.

And do you recall M. Silvestrini saying that it
would be -- it is necessary for the I RP pl anning
process, as it relates to DSM to be better connected
to planning and goal setting in the core dockets?

| don't recall exactly what he said. |If he did say
that, | certainly agree with that. | think it's
critical to informthe decisions that are naking --
that are made in the core prograns with anal ysis done
in the planni ng dockets.

So if autility found in a planning docket that there
was significant additional demand-si de resource

avail able at |low cost, that that should informthe
goal setting and the efficiency docket?

Yes, limted by -- first of all, you could do the

ki nd of resource m x analysis that was done, | ust
conmparing the cost of DSM prograns wth suppl y-side
prograns, and that m ght say there's a certain
quantity of supply that could be avoided by DSM |f
that quantity is significantly above the results of

the potential study, then you m ght concl ude that
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froma practical standpoint you may not be able to
achi eve that kind of saving that you got from your
pl anni ng studi es, so you mght have to trimit back.
And obvi ously, everything has got to be
cost-effective. And M. Silvestrini did say that
rate inmpact is also a nmajor consideration. And I
certainly agree with that. To ne, that's the | ast
step in the exercise. You go through this resource
pl anni ng exercise, conpare it with the work that's
bei ng done on the potential for doing DSM And then
the last step is to say, well, how nuch is this going
to cost; what's it going to nean to custoners who
don't directly benefit fromthese prograns; is that
the kind the rate of inpact that we can agree to. So
that's the process. | think it all starts with the
pl anni ng docunent in the planni ng proceedi ng and then
works its way through to the core progranms, with rate
I npact being the | ast issue for consideration.

MS. HATFI ELD: Thank you. | have
not hi ng further.

CHAl RMAN GETZ: Thank you. M.
Caneri no.

CROSS- EXAM NATI ON

BY MR CAMERI NO;
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Good afternoon, M. MO uskey.

Good afternoon, M. Canerino.

| just want to start with some general questions
about your role in this proceeding. You said you
were the | ead anal yst on the case, and |' m wonderi ng
if -- that inplied to ne that there were other people
on the teamthat developed this testinony. |Is that
correct? O were you the person who's responsible
for the testinony?

| drafted the testinony. | had di scussions about the
ideas reflected in the testinony with M. Frink and
M. Watt. But | was essentially the only anal yst
assigned to the case, so -- so that's a fact. You
can draw what ever you want fromthat.

What |'mtrying to understand -- and |I'mnot going to
do this. But if I were to ask M. Watt to take the
stand, would he, as you did, say that the

suppl enental facilities, these peaking facilities,
shoul d be retired?

We' ve had considerabl e di scussions -- | had

consi derabl e di scussions with M. Watt and M. Frink
on this issue. And they agreed with ny analysis. |In
fact, ny testinony on this issue says that the

Comm ssion shoul d open a separate proceeding to
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exam ne whether it's appropriate to retain or retire
these facilities. And | think, after we go through
that proceeding, it's possible that Staff has a
different position than what we have here. But based
on the information that we obtained in this case, we
think -- I think that the issue of the retirenent of
the propane facilities is the obvious candidate to
address the excess situation.

And have you talked with M. Knepper to find out
whet her he shares the view that the Comm ssi on shoul d
open a separate docket to consider retiring those
facilities?

M. who?

M. Knepper. Randy Knepper.

No.

Can you -- I1'd like you to just identify the
facilities that we're tal king about so that we're

cl ear which ones they are. Can you first just tell
us where those facilities are | ocated and what kind
of fuel they use?

The facilities that | reference in ny testinony are
t he Nashua and Manchester propane facilities.

And so we're tal king about only propane, not natural

gas?
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That's correct.

Because | think in your testinony you did nake sone
reference that sone of the LNG facilities should be
consi dered for retirenent.

| think | said if the objective was to totally renove
t he excess, then the Nashua and Manchester capacities
woul d not do that, and one option would be to retire
sone LNG But | believe ny recommendation later in
the testinony is to look at the retirenent of the
Nashua and Manchester propane facilities.

So do you have the IRP in front of you?

Do | have what ?

The copy of Exhibit 1, the filing.

No, ny attorney does.

If you don't mind ne conming up there with you? [|I'm
going to ask you to | ook at Page |IV-51, which is a
chart entitled "Suppl enental Resource."” And that's a
list of all of the on-system peaking facilities that
the Conpany has; is that a fair statenent?

That's correct.

And so the ones you're referring to are sonewhere on
that list?

| do see Manchester and Nashua propane. W have both

vapori zations and the storage. So the Nashua and
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Manchester propane facilities are the facilities that
l"mreferring to.

Ckay. And those have -- | just want to nake sure |
have the nunbers right. The storage capacity listed
next to them Nashua says 23,672, and Manchester says
47,317. Are those the two you're referring to?
That's correct.

Ckay. And so if the Comm ssion were to decide to
open anot her docket to consi der whether peaking
facilities should be retired, those are the two that
you' re asking consider retirenment of?

That's correct.

Ckay.

O put it this way: Those two facilities would be

t he subject of the separate proceeding if it was
determ ned that the excess capacity shoul d be
addressed in this way.

Is it fair to say that the, quote, unquote, excess,

t he anmpbunt of that excess is sonething that can and
w || change over tinme, go up and down, dependi ng on
nunmer ous factors?

Yes. The two factors cone to mnd. The prinmary
factor I think would be the future demands for gas,

and, in particular, the design-day denands. So the
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Company's forecast of the design day over tine woul d
be a factor, and which reflects their expectation of
the growm h and demand of existing and new custoners,
and whet her any ot her resources have been added or
subtracted. So the existing other resources nay be
subtracted. New resources, a FERC capacity may be
added. And obvi ously, those two factors would
det er m ne whet her the excess increases or decreases
over tine.

And those are factors that change with each pl anning
period, each IRP that is filed, each supply plan that
iIs developed. |Is that a fair statenent?

Well, certainly the design-day forecast would tend to
change because of one's view of the econony goi ng
forward, plus expectations about the anount of
demand- si de managenent on the conpany's system And
so they would clearly be reflected in the new

desi gn-day forecast. And, as you said, it could go
or go down.

Now, you would agree, | take it, that the Conpany,
when it has these resources, can do things to
mtigate the cost of those resources, to the extent
they're not needed to serve custoners; is that a fair

st at enent ?
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Whenever the Conmpany has excess, the least -- if it's
determ ned that the | east cost -- sorry -- the

hi ghest-cost resource is the propane facility, then
that's the -- those are the facilities that are nost
likely not to be used going forward. So, absent
retiring those facilities, | think your question is
how can the Conpany realize sonme value for the
benefit of custoners.

No, actually. M question was, when the Conpany has
capacity that it doesn't need on any given day for
any reason to serve its custoners, there are things
that it can do to obtain value for those resources in
t he mar ket pl ace; are there not?

There are. But we're not tal ki ng about any gi ven
day. We're tal king about the design day. The
resources that they need for the design day. The
Conpany is not going to sell off tenporarily any of
its pipeline capacity in order to achi eve sone val ue.
That is one of the | owest-cost resources. So that's
why |'m focusing on the highest-cost resource. |If
there's excess, you go to your highest-cost resource,
and you' re asking the question: Can we realize sone
value for that? WIlIl, what can we do with it? You

can produce propane for some third-party supplier of
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propane. Potentially that m ght provide sone
additional dollars that offsets the fixed cost of
these facilities. But typically there's not a market
for propane facilities.

You gave the Comm ssion an estimated figure of how
nmuch, what you called the excess capacity, was
costing custoners. Do you recall that?

| gave an estimate of the cost that the Conpany is
recovering through rates associated with its LNG and
propane facilities. |Is that what you're referring
to?

And you -- that's the nunber I"'mreferring to. And
were you not suggesting to the Conm ssion that those
are costs that the Conpany could avoid by retiring

t hose plants?

Vell, first of all, we were trying -- we provide --
Staff provided a figure for LNG and propane
facilities. W attenpted to get fromthe Conpany --
" mjust asking you if your testinony, the nunber
that you estimated -- |'m not asking you about how
you obtained it -- the nunber that you' re estimating
was i ntended to give the Comm ssion your best sense
at this tinme of what coul d be saved per custoner by

retiring those facilities.
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Correct. Wat |I'm saying, the actual cost savings to
the custoners will depend on the accounting rul es
associated with the retiring plant. |If the

accounting rules say that the Conpany can recover the
undepreci ated cost, but not the return on the
undepreci ated cost, then custoners save a return. |If
it's the opposite, the Conpany can't recover the
undepreci ated i nvestnent, but can continue to earn a
return, then it gets to save the undepreci ated cost,

t he annual costs associated with that. |t depends on
t he accounting rul es.

And ny question is, when the Conpany has capacity in
its portfolio that it doesn't need on any given day,
it can generate value for its custoners by naking

t hat capacity available to the marketpl ace; can it
not ?

It can, if it's pipeline capacity that you're
referring to. But | don't accept the statenent if
it's a propane plant capacity, because essentially
there's no nmarket for it.

Vel l, the propane plant capacity brings with it sone
propane that's in storage al so, doesn't it?

It does. Well, the storage is very small. It has to

be. It's very snmall quantities, which explains why
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the Conpany has to be refilling that storage on a
conti nuous basis.

And so if the Conpany has this propane capacity that
it knows it could use to serve custoners, it could
rel ease other capacity, couldn't it?

If it were to rel ease other capacity, there m ght be
a cost to custoners in doing that. The capacity that
you want to release is the capacity that's nost
costly on the system You don't want to rel ease the
| east-cost capacity.

On a peak day, mght that capacity be extrenely

val uabl e?

Whi ch? The propane capacity?

The pi peline capacity.

It's possible. But in order for it to be a benefit,
you' d have to receive nore than the denand charges
that they're paying. And | believe there's a -- the
FERC has a -- what's the word -- a cap on the
capacity-release price. So | don't think they woul d
actual ly nake any noney in releasing, during the

W nter nonths, the pipeline capacity.

What if it was bundl ed with supply?

It's possible. | don't know the answer to that.

And so ny only point is that when you start to
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estimate a cost to custonmers of what you call the
excess capacity, you haven't netted out any revenues
t he Conpany gets fromoptimzing its portfolio every
day, have you?

That's correct. That is a subject for the separate
pr oceedi ng.

And so in this separate proceedi ng, one of the things
you envision is sone kind of determ nation of what's
the next savings to custoners of retiring this
so-cal |l ed excess capacity.

That's correct.

And if that -- as that net figure gets smaller, the
argunent for retiring those facilities would get
weaker; correct?

| think that's true, yes.

Okay. And | guess the only reason | really want to
pursue that |line of questioning is, in your initial
testinony you said that the cost -- and just to be
fair, you said the contract cost incurred for
commtted resources cannot be avoi ded through
under-utilization. So you didn't nean in that
statenment to say that there wouldn't be mitigation of
that larger total cost figure, did you?

Coul d you point where you were referring to?
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| was afraid you were going to say that. |'mjust
not sure I'mreferring to the right version of your
testinony. | apologize. WlIlIl, the short answer to
your question is, no, | can't. But let nme find it.
| don't think I can respond to the question then.
Yeah. I|I'msorry. 1'Il pull it for you.

(Pause i n proceedi ngs)

BY MR CAMERI NO

Q

"' mnot going to delay us right now But we'll | ook
for it and I'll cone back to it.

Now, you testified that the excess capacity is
the result of two factors: The Concord Lateral
comng into service and a downward adjustnent in the
conmpany's | oad forecast because of the economc
recession; is that right?

Those are the primary things. There may be others.
But to nme, those are the obvious things. The Concord
Lateral capacity cane in just at the wong tine, when
the | oad forecast went down, resulting in this excess
capacity.

And you may recall that there was a technical session
held |l ast June, in 2010. And at that tine, you asked
t he Conpany to update the |oad forecast in the plan.

Do you recall?
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| do recall asking for the update, but | don't recall
when.

Okay. And do you recall saying that your primary
concern was that the actual data in the plan ended in
May 2009 and that there had been a significant
recession that could affect the data since then?

| think that was the reason for asking for the
updat e, yes.

Ckay. You didn't want to wait for that update data
until the Conpany did its next forecast. Do you
recall that? You wanted it right away.

| don't recall that, no.

Your goal was to see the inpact of the March -- of
the recession on data through March 2010, wasn't it?
That's what you told the Conpany.

| certainly did. The Conpany's forecast was based on
actuals ending at a certain point. And the point in
time that we were sitting and having these

di scussions was sonetine after that. And | sinply
asked the Conpany to update the forecast to take into
account the nore recent actuals that were avail able
to it.

And that was inportant data to you, wasn't it?

It was part of the analysis. | was interested to see
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whet her it had any inpact on the forecast.

So in your expert opinion, updating the data by one
year m ght have a significant inpact on the overal
pl an and t he deci si on-maki ng process.

"' mnot sure whether | would go that far. Updating
the | oad forecast could certainly have inpact on this
excess-capacity issue, if that's what you're
referring to.

By one year.

It woul d depend on what happened in that intervening
period; were the changes significant, or was there
very little change. So it would really depend on the
ci rcunst ances.

You needed to see the data before you woul d know.

| don't -- | recall asking the Conpany to update it.
Wiether it was for this excess issue, | couldn't say.
In your testinony, you say that the Conpany is well
positioned to elimnate the excess because there are
several existing resources that are due to expire.

Do you recall that? It's on Page 97

Page 9?

And | have to apologize. | may be working froma

di fferent version of your testinony, so...

What |line are you referring to?
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Well, mne says Lines 7 to 9, but...

(Wtness revi ews docunents.)
Yes, Lines 7 to 9.
Yeah. It actually says that there were several
exi sting resources due to expire during this period
or can be retired at any tinme.
Hm hmm  So the potential expiration of contracts is
anot her way to deal with the excess; right?
Yes, that's a possibility. | think I've indicated
that the way to address the excess is to choose the
approach that is nore -- nost beneficial to
custoners. You nake a |l east-cost decision. So if
it's nore beneficial to allow sone existing firm
supply contracts to expire, then you do that. |If
it's nore cost-beneficial to retire sone existing
on-system facilities, then you do that.
So you keep the less costly -- all things being
equal , you keep the |l ess costly resource, and you
termnate or retire the nore costly resource.
CGenerally that's what you woul d do, vyes.
And in the IRP, in your review of the IRP, you
identified a concern regardi ng the Conpany's usage of
G anite Ridge. Do you recall that?

Correct.
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And your concern is that G anite R dge hadn't been
utilized -- or wasn't forecast to be utilized is
maybe a better way to put it.

Well, there's a couple of issues.

Vell, first answer ny question. The concern you
expressed is the failure to utilize, and the
forecasted non-utilization of Ganite Ridge is a
concern you expressed; right?

There's two issues |'ve expressed with regard to
Ganite Ridge. One is that in the forecast conparing
resources with denand, Granite Ridge, which is 15, 000
MBtu of capacity is quite a |arge resource, is not
on the resource side. So that's an issue. Wy is

t hat ?

And then there's the issue of, well, is the
Granite Ridge resource being dispatched? Is it nore
costly or less costly than other resource? And if
it's less costly, why is not being dispatched before
ot her nore costly resources? Those are the two
I ssues that | addressed with regard to Granite R dge.
And we saw before that the Conpany provided an
explanation in the | ast cost-of-gas docket that
Ganite Ri dge was not dispatched because | ess costly

suppl enental supplies were able to be used; correct?
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Yes, | saw the response. First of all, the Conpany
did not address in its filing in the cost-of-gas
proceedi ng why Granite Ridge is not addressed.

Staff, in the cost-of-gas proceedi ng, asked the
question: Wy is it not dispatched? The Conpany
came back w thout any data and said that they use

| ess costly resources. And based on the data
available to ne in this proceeding, it's that the
vari able costs of Ganite Ridge are |lower than the
vari abl e cost of propane, which suggests that it
shoul d be di spatched before propane, which is the
opposite to what's happening. So ny reconmendati on
on G anite Ridge here is that in the next cost-of-gas
proceedi ng, the Conpany has to address directly with
docunments to show that the Ganite R dge resource is
less -- is nore costly than propane; and hence, it's
not di spatching of the resource is appropriate.
That's the i ssue the Conpany needs to address with
data, instead of just saying, well, we dispatched a
| ess costly resource. W need to have the evidence
to that effect.

So you're not saying you don't believe the Conpany's
answer. You just want to understand the basis for

t hat response.
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My job is to verify, not to accept what a Conpany is
sayi ng.
So, assum ng --
And | assune it's the sane with regard to the Staff
assigned to the cost-of-gas proceedi ngs.
So, assune that the Conpany's answer was true,
correct, and that the propane -- that the
suppl enental supplies that were di spatched were | ess
costly than Granite Ridge. |It's possible the Conpany
m ght select Granite Ridge to retire; correct?
That's correct.
Now, you've indicated you're famliar wth the
Comm ssion's seven-day rule. That's the PUC
503. 06 -- 506.03?
Yes, | am

MR CAMERINO And I'mgoing to -- |
don't think we need to mark this because it's a
Comm ssion rule. But | thought it m ght be hel pful

for everybody to have a copy in front of them

BY MR CAMERI NO

Q

So | just want to have that for reference. And in
your response to National Gid's 1-5, which we've
previously marked as Exhibit 4, you explain how you

took the seven-day rule into account; correct?

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS: McCLUSKEY]

157

That's correct.

And essentially what you do is you figure out what
your pipeline -- firmpipeline supplies are, you
figure out what's the renmai ning capacity that you
need to serve the design day, and you multiply that
differential by seven, and that's the nunber that you
have to have storage supplies for? |Is that a fair
st atenent ?

| would say it this way: You start with the

desi gn-day requirenents, the seven-day desi gn-day
requi renent, which is a demand figure. You subtract
fromthat the firm pipeline supplies that you can
recei ve over those seven days. And if there is a
quantity left over, which then has to be net with
your on-site storage facilities -- so, under the
seven-day storage rule, the Conpany has to
denonstrate that it has sufficient on-site resources
to neet that shortfall. And if it can do that, then
it's met the requirenents of the rule.

So, just for ease of reference, one of the ways you
can do that is to figure out what the differential is
for one day at the design level and multiply it by
seven. It's just easier for me to work in daily

amounts, that's why I'masking it that way.
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You could do it that way. The Conpany doesn't do
that in its report. But, yes, | suspect you could do
it that way.
The reason | want to ask it that way, the contracts,
we tend to tal k about what the daily takes can be,
and it's easier to use those nunbers. So if we can
do the daily, | think it's going to nake this easier
So we're trying to figure out the differenti al
bet ween the pipeline, the firm pipeline supply or
capacity and what the design-day need is; right?
Correct.
And what is the Ganite Ridge daily capacity? Wat
does it contribute to the conpany's overal
portfolio?
| seemto renenber it's 15,000. Do | have that
quantity... it's 15,000 MvVBt u.
So, for purposes of determ ning how much on-site
storage conpany needed to satisfy this Comm ssion
rule, you assuned in your calcul ation here that al
of the pipeline supplies, firmpipeline supplies that
t he Conpany has today, would be avail able; right?
No. | use the figures that the Conpany provided in
its report. So the gas available fromthe pipeline,

what ever the quantity is in the Conpany's report,
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that's what | used. How that is built up is the
Company's responsi bility.

Okay. And so assune for the sake of argunent that
the Conpany in fact used all of its current firm

pi peline supplies. Ganite Ridge would be in there,
right, because Granite Ridge is one of its firm

pi pel i ne supplies right now?

| woul d expect that it would be included in that.
That's correct.

Wien does the Granite R dge contract cone up for
renewal ?

My understanding is that the pricing is renewed every
year.

So next year that contract nmay or nmay not be renewed?
It's a little while since | actually |ooked at the
ternms of the contract.

We actually could find out by |ooking at the |IRP,

right, because it lists all the contract term nation

dat es?
That's -- well, | think the fact that the pricing is
renewed every year, | believe they indicate that it's

up for renewal one year on.
Al right. Just assune for the nonent that Ganite

Ri dge cones up for renewal next year and could be
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term nat ed.
So the Conpany could termnate it after one year. |Is
t hat what you're sayi ng?
Next year. | don't want to say how nany years it's

been, because it nmay have been three years. So...
Ckay.

That woul d be 15,000 | ess of pipeline supplies
avai l able; right?

That's correct.

And if other supplies are less costly than Granite
Ri dge, that's a decision they m ght nake and maybe
shoul d nake.

You're saying if Ganite Ridge is the nost -- the

hi ghest-cost resource on its systenf

Yes.

Then it should consider retiring that contract.

And under standing for the noment that when the
Company was asked, why didn't you dispatch G anite
Ri dge, it said, we had | ess costly suppl enent al
supplies, it's possible that G anite R dge woul d not
be renewed next year, isn't it?

But | think the question that was posed by the Staff
was why is Granite R dge not dispatched in the

upcom ng cost-of-gas proceeding. So ny understandi ng
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was that, in that wnter proceeding that the Staff
was exam ning, that this was going to be a resource
on its books. So you hadn't got to the point -- the
Conpany hadn't got to the point of retiring that
contract.

Right. But it's not --

So in that particular cost-of-gas proceedi ng, they
have to show that the variable costs of that Ganite
Ri dge contract are indeed higher than propane.

Right. But all you're telling ne is that, even on a
current basis, the Conpany is not show ng it being
di spatched; right?

That's correct.

And so |I'm suggesting to you, maybe next year the
Conpany wi Il decide on a | east-cost basis that it
wll not renew that contract. That's possible as a
| east-cost decision; right?

That's possi bl e.

And if it makes that decision next year, 2012, it

w |l have 15,000 MVBtu | ess of pipeline capacity

ri ght?

That's correct.

And under the seven-day rule, if its pipeline

capacity goes down by 15, 000, how nuch nore on-system

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS: McCLUSKEY]

162

capacity does it have to have to satisfy the
seven-day rule? Wuldn't we sinply take the 15, 000
and multiply it by seven?

|"mnot follow ng you. You're going to have to ask
it again.

Ckay. | thought we had established as background
that what the Conpany has to have under the seven-day
rule is seven days' worth of supplies to cover the
differential between what cones on the pipeline and
what the design day requires. And so if the pipeline
supply is reduced by 15,000 per day, you need seven
tinmes that on-systemto satisfy the rule, so that if
there's a cold snap for a week, the Conpany has
enough on-system supplies to neet the denmand.

Sure. |If you retired a resource that provides you
15, 000 MvBtu a day, then you're going to have to nake
sure that you have sufficient -- you' ve got nore than
sufficient on-site facilities in order to cover for
that retirenment to neet the seven-day requirenent.
And so with that one decision, assumng for the
nonent that it's a | east-cost decision in 2012, you
woul d need 105 MVBtu of additional on-system
capacity; right?

Capacity? Were do you get the 1057
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Well, 105,000 of supply.

Ch, you're talking on a daily basis. So if you get
rid of 15,000, you're going to have to ensure that
you had an excess that exceeded 15, 000; ot herw se,
you're going to be in trouble froma seven-day

st orage standpoi nt.

Hm hmm  And that's a pretty big change, isn't it?
Rel ative to what ?

Relative to if that's what you see in the 2012 IRP
that would be a pretty significant change fromwhat's
in the 2010 IRP, wouldn't it? No nore Granite R dge.
It would be a change. Ganite Ridge is -- yeah
15,000 is inportant. But it's small conpared to the
total resources. | think their total resources,
we're tal king about 180 or al nost 200, 000.

Right. But the seven-day rule causes you to nmultiply
that 15,000 by 7; right?

Sure. But certainly if you get rid of any single
resource, whether it's a high contract or an on-site
storage facility, then you're going to have to think
in terns of the seven-day rule as well. So it's

not -- so you've got to neet the -- you have to have
sufficient resources to neet the design-day

requi renment and al so satisfy the seven-day storage
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requi renent.
And that scenario would have a significant inpact on
your recommendation as to whet her those plants should
be retired, wouldn't it?
Sure. |If as a result of this separate proceedi ng we
determ ne that the highest-cost resource on the
conmpany's systemis Ganite Ri dge, then that woul d
becone the focus of the exercise: Should we retire
the Granite R dge contract?
And the two facilities you identified as being
potentially to be retired, they total 71,000 MVBtu in
capacity; correct?
Based on the nunbers that you showed ne earlier
approxi nately, vyes.
Ckay. |'d like to take you to the Concord Lateral
proj ect now and understand how it relates to this
excess-capacity issue.

You agree we woul dn't be having this discussion,
t he excess-capacity discussion, if the Concord
Lateral contract hadn't been entered into by the
Conpany?
Wl |, renenber, what drove the Concord Lateral
expansi on was a nuch hi gher | oad forecast than what

we're |ooking at at the nonent. So if the Conpany
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had not nmet that expected need with the Concord
Lateral, we'd be probably in a supply-shortage
situation, or at least at that tine. But now that
the | oad forecast has changed as a result of the
recession, we mght be in the fortunate position
where they just have the right anount of capacity to
nmeet their design-day requirenments. That's possible.
| haven't done the nunbers to determ ne whet her
that's the case.

You were opposed to the Concord Lateral project,
weren't you?

Yeah, | don't think I was the anal yst working on that
case.

Let me show you, if we can mark it for identification
as the next exhibit, your testinony. This is the
redact ed version of the Conpany's |ast |RP docket.
And | want to direct your attention to Pages 19 to
20. And I'mgoing to read into the record two
questions and answers. |If you're there?

MR CAMERINO So if we could mark it
as Exhibit 7 for identification, M. Md uskey's
redacted prefiled testinmony in DG 06-105, dated
February 7, 2007.

CHAl RVAN GETZ: So nmar ked.
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(The docunent, as descri bed, was

herew t h marked as Exhibit 7 for

I dentification.)
Actually, | counted the pages. But the page
nunberi ng stops for sone reason at Page 17, or 18.
If you find that, go to the next page that's not
nunber ed.
Ckay.
And in the mddl e of the page there's a questi on.

"Did the Conpany denonstrate, in the IRP or
ot herw se, that expandi ng the Concord Lateral and
purchasing firmsupplies on either nmaritine or PNGIS
is the |l east-cost option to supply the increnental
vol unes?

" ANSVER: No, it did not.

"QUESTION: Is it likely, in Staff's opinion,

t hat expansi on of the Concord Lateral would be
| east - cost ?

"ANSVER: No, because new pipeline projects are
often associated with high fixed-capacity costs and
| ow variable costs. They tend to be best suited to
be high-load factor, paren, i.e. base |oads, close
parens, demand increnments. This is not the situation

described in the IRP. The Conpany's assessnent of
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supply and demand under the desi gn-year forecast
i ndicates that gas supplies will be short in the |ast
three years of the five-year planning period, but
only in the peak winter nonths. Mre inportantly,
t he nunber of days in each nonth that gas supplies
are projected to fall short of requirenents is never
nmore than ten. See Table 1 below. This information
points to a low | oad factor, paren, i.e., peaking,
cl ose paren, demand increnent and, hence, the need
for peaking capacity and associ ated supplies to fill
the shortfall at |east cost. Peaking capacity
options include expandi ng the capacity of the
conmpany's exi sting vaporized propane air, paren, LP
air, close paren, and liquified natural gas paren,
LNG close paren, facilities, or adding new capacity
at different |ocations.”

Do you renenber that testinony?
| do.
So in that case, which is the Conpany's very | ast
| RP, you were arguing that the Conpany shoul d expand
its peaking facilities; right?
Actually what |I'msaying is that the | oad
characteristics of the Conpany indicate that they

shoul d be adding a peaking facility to its resources,
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which is what it did. The Concord Lateral is
actual ly a peaking resource. Even though they
expanded t he capacity, they actually purchased
supply, peaking supply. And it was doing --
designing the Concord Lateral that way that turned
the project froma standard base-| oad pipeline
resource into a peaking resource. So | think ny
anal ysis was proven to be correct.

So the Conpany was proposing the Concord Lateral
project, and you opposed it; right?

| didn't oppose it. | was not in that docket.
Somebody el se was. | think a consultant was hired to
do that.

Right. So in this testinony you weren't sayi ng that
Concord Lateral is a bad idea.

What |'msaying is | think the Conpany shoul d be
addi ng a peaki ng resource, which is what they did.
Ckay. Not the Concord Lateral.

The Concord Lateral is a peaking resource.

But you didn't think it should be entered into.
Vell, maybe | was under the illusion that it was a
base-1| oad capacity addition that they were proposing.
It turned out, when we actually got into the

proceeding, it was a peaking resource that they
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desi gned.

Now, as you said, the Conm ssion did open a separate
proceedi ng on the Concord Lateral; correct?

That's correct.

And it opened it because the Conpany indicated to the
Comm ssion that this was a very |arge financi al

comm tnent, and the Conpany was not in a position to
make such a comm tnent w thout the Conm ssion giving
it prior review, correct?

| think that's correct, yes.

It's a fairly unusual kind of proceeding, isn't it,
at this Comm ssi on?

| don't think so. The Laidlaw contract was sonethi ng
simlar. Very high-cost contracts. And PSNH cane
and asked the Conm ssion to approve it before it
would enter intoit. So | don't think it's an
unusual request or proceeding at all.

It's unusual, isn't it, for a utility, where there's
no statute that requires prior approval, to cone in
and say we won't nmake this investnent w thout prior
approval ? lIsn't that a fair statement?

No. Wien there's a | ot of noney involved, | think
it's a smart nove to have the Comm ssion review it

and gi ve them approval before they find thenselves in
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a prudence proceeding.

So the Conpany did the smart thing and cane in and
asked the Conm ssion to okay this contract before it
made this commtnent. And as you've indicated, you
were not in that case; right?

Wll, I know |l was not the -- you're going to have to
remnd me. | know | was not the | ead person. But |
think the Gas Division hired a consultant to review
t hat proposal.

In fact, the Staff's witness or witnesses in that
case were fromLiberty Consulting; correct?

| believe so, yes.

What was their recommendation with regard to the
Concord Lateral ?

| think they approved of it.

Do you recall why the Conpany entered into a contract
for 30,000 MMBtu rather than 20, 000?

No. |I'd be guessing.

Now, you were tal king before about your concern -- we
were talking that in the |ast | RP what the Conpany
really needed was an additional peaking supply. |Is
that a fair characterization?

That was ny feeling, yes.

And | want to show you the Conm ssion's order in the
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Concord Lateral docket. And again, |I'mnot --
wasn't intending to nark this since obviously the
Comm ssi on has access to it. But everyone would want

a copy.
(Pause i n proceedi ngs)

And if you ook at Page 13 in that order, if you | ook

at the second full paragraph, I'mgoing toread it to

you.

"Li berty concluded that the proposed agreenent
with TGP provides cost-effective access to sources of
peak- peri od supplies that the Conpany requires.

Li berty agreed with the Conpany that, besides the
question of cost, there are sone attractive aspects
of the Concord Lateral upgrade option, including the
fact that the availability of that capacity woul d
all ow the Conpany to nake certain adjustnents within
the portfolio that m ght |ower other costs and have
the effect of offsetting sone of the cost of the
proposed agreenent with TGP. Liberty stressed that
the Concord Lateral upgrade is not a resource that

t he Conpany can use to neet its requirenents for
peaki ng capacity, but rather as a nmeans of providing
access to potential sources of peaking capacity that

are in addition to the Conpany's existing on-system
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peaki ng plants.”

Is it fair to say that the Conmm ssion knew and
the Liberty witnesses recogni zed the very issue you
were tal king about in the prior |IRP about the
Conpany's need for peaking supplies, and they took
that into consideration in their recommendation in
t he Concord Lateral docket?

Yes. | believe that's in essence what they said in
t he paragraph that you just read.

And in fact, even in this case -- this order is
February of 2008 -- Liberty is expressing concerns
about the need for additional peaking supplies, about
whet her there's enough on-system peaki ng capacity.

| recall they did because of the performance of the
econony and the denmand for gas was very different
then than what it is today.

And this was two and a half years ago; right?
That's correct.

So a | ot changes in a couple of years?

That's correct.

Now, your testinony tal ks about -- I'Il w thdraw
that. |'msorry.

By the way, do you know how the cost of LPGis

determ ned for purposes of determ ning dispatch on a
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gi ven day?

Wll, | believe it's the cost of the propane and any
vari abl e operati ons and nmi nt enance expense.

How do you get the cost of the propane? Wen your
Conpany's looking at its supplies on a given day and
trying to decide which facility -- which source of
supply to dispatch with regard to the on-system
propane facilities, do you know how t hey determ ne

t he cost of the propane?

Wel |, obviously, they'd be using propane fromon-site
storage, and they would refill it at the proper
times. And the cost of the propane would reflect --
the true econom c deci sion should be based on the
opportunity cost for propane, which is the cost of
the next MvBtu of supply. The Conpany nmay actually
use the actual average cost of inventory for that
cost of propane -- so, the cost of the propane
delivered. And so it could be the average inventory
cost. But a true econom c anal ysis should be based
on the opportunity cost for buying an additional
MVBt u of propane.

But you're not famliar wth whet her what the Conpany
uses is what | think you referred to as -- |I'Il put

anot her word on your term nology -- would be the
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WACOG, the weighted average cost of gas that's in the
tank versus what it cost to replace it.

' m not aware of how they dispatch. That's correct.
| may have been at one tine. But today, no, |'m not.
And that could make a big difference as to whether
those supplies are | ooked at as | east-cost or not

| east-cost on any given day?

Wll, what |'"msaying is when you're doing an
econom ¢ anal ysis, you should do it correctly. And
if the Conpany is actually dispatching based on its
wei ght ed average cost, | would say that's not an
appropriate way to do it. So if you're going to do
the full economc analysis, you should really take
what is the cost to the conpany of replacing the
MVBtu that you take out and put in your production
facilities.

And so if the Comm ssion requires the Conpany to use
the WACOG of the gas in storage for dispatch

deci sions, that's not what you would do for planning
pur poses.

| f the Conmm ssion has approved the use of average
cost of inventory for dispatch, then | guess |

woul dn't qui bble with that, and we'd probably do the

anal ysi s that way.
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But nmy point is, when you're | ooking backwards at

di spatch deci sions that were nade, you m ght come to
a different conclusion than when you' re | ooking
forward.

Vell, not for these facilities. W're not talking
about a huge storage facility. The Conpany, in the
w nter, is replacing the storage on a regul ar basis.
So one woul d expect that the average cost of the
propane in the facility is not going to be that
different fromwhat the market price of propane is on
t hat day.

Can you describe for ne what role the on-system
supplies play in ternms of the conpany's overall
portfolio, what benefit they bring?

Vell, | believe | responded to this in discovery.
They obvi ously provide commopdity to neet custoner
demands on the days that the utility needs to

di spatch those facilities. And they obviously play a
reliability role. The capacity of these resources is
there to neet the design day. So they serve two
functions, just like pipelines do. They serve the
function of supplying gas to neet custoner needs, and
they have -- they contribute to the Conpany having

sufficient capacity in its systemto neet variations
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i n demand due to weat her

Do they have any operational val ue?

What do you nean by "operational val ue"?

I n other words, do they provide value to the
portfolio that is separate and apart for custoners'
need for the physical gas at a given cost?

Well, I've just said they provide inportant
reliability.

Ckay. Then explain what that reliability value is.
Vell, | think I've already expl ained that the
reliability standard that the Conpany uses is
actual ly the design-day demand. They've devel oped - -
they have this standard that, if they have sufficient
firmresources to neet the design-day denmand, then on
nost days, nost cold days, the Conpany is going to
have sufficient resources to neet the needs of
custoners w thout cutting themoff. However, that
doesn't nean to say that's a guaranty that they're
going to neet that. There's always the risk that the
weat her conditions are greater than the weat her

condi tions that underlie the denand day. So it may
be that you have to cut custoners off. But that
shoul d happen once in a bl ue noon.

Havi ng enough capacity to serve your custoners. So
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that's an analysis that's done initially on a piece
paper, sitting in an office, whether it's at the
Conpany or here at the Comm ssion; right? You | ook
at the capacity that you have, the contracts that you
have, what your load is, and you conpare the two to
deci de do the nunbers add up; right? That's an
initial pass at whether there's enough capacity;

ri ght?

Based on the standard that the Conpany has proposed
and the Commi ssion has revi ewed and det er n ned

whet her that's appropri ate.

But then, beyond that, there's sonething that happens
inreal life, which is, on a given day, a peak day or
not a peak day, the Conpany has to nomnate, it has
to order a volune of gas fromthe pipeline for that
day; right?

Correct.

It | ooks at the weather forecast and it says -- it
runs its algorithns and it sends in an order to the
pi peline and says send us this volune of gas today.
Correct.

And then during the day the weat her changes from what
was forecasted. It can happen; right?

Correct.
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Or for whatever reason the algorithmwasn't quite
representati ve that day and peopl e used nore than was
nom nated; right?

They use nore in total.

In total.

Yes.

And so the pipeline supplies that were nom nated are
not sufficient for that day, right, if that happens?
That's possible. On the days that these facilities
are used. They've typically nom nated the naxi mum
But maybe it's not a peak day, though. The Conpany
had 100. It ordered 80. All right? And it turns
out they needed 90. Wlere do they go for the 907
They can go to all of their -- potentially, they can
go to all of their contracts and ask for

additional -- they could take an additional. The
issue is are they going to get penalized for just
taki ng nore gas off the pipeline.

They coul d get penalized. And --

Possi bly. Possi bly.

And so one of the things they can do that's very
inportant to themis they can turn up their on-system
supplies to neet that need; right?

They could. |If they were going to do that, they
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would do it with their | east-cost resource, and that
woul d be LNG
They would start with the LNG
Correct.
But the LNG facilities are much snmaller, aren't they?
They're fairly sizable. Both facilities, propane and
LNG are snmall relative to the total
Right. But the LNG are nuch smaller than the
propane, aren't they, on the on-system supplies?
Just one nonent.

(Wtness reviews docunent.)
My chart, just to help you here, | can give you back
that page if you want, says 4200 each of the LNGs.
Yes. The total capacity of the propane is nuch
| arger than the LNG That's correct.
Ckay. And not only does that happen and do you have
to bal ance your load like that on a daily basis
normal ly, but on a very cold day, the pipeline can
I ssue what's called OFQ right?
Yes.
What's an OFO?
That's... 1I'll be getting this -- | believe it's an
order that limts the supply.

It's an operational flow order?
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Correct.

And when an operational flow order is issued, the
Conpany has a reduced tol erance fromits origi nal

nom nation; right?

That's correct.

And in fact, it can be required to bal ance hourly,

not just for the entire day; right?

Goi ng back a long tine. But yes, | believe that's

t he case.

So it has to have on-systemfacilities during those
very cold periods to be able to increase and decrease
the supplies on the systemto stay in conpliance wth
the OFQ right?

Well, if it can't get relief fromother supplies,

ot her pi peline supplies, because we're tal ki ng about
commodity now. So the Conpany receives commodity
supplies from nunerous suppliers. And |I'm not sure
whet her the OFO relates to all of the supplies com ng
through the pipeline or just from Tennessee. And so
if Tennessee is |limting the commodity flow, |I'm not
sure whether it has the ability to seek supplies

el sewhere.

Wien you say Tennessee, what ot her pipeline would

t here be?
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Tennessee is the pipeline supplier. But only sone of
the supplies come fromthe Gl f.

If we're on a peak day, or worse yet, a design day,
what is the relative cost of those supplies that
you're going to be trying to access, these excess
supplies? Wat is that going to be in the

mar ket pl ace as opposed to your own on-system
suppl i es?

If you're on a peak day, you're going to be fully
utilizing your supplies. And so the hypothesis is
what ? That there is an increase in denmand above the
desi gn day? |Is that what --

No. On those days when you've nom nated sone anount,
maybe it's peak day you've nom nated the full anount,
and now you're relying your on-system supplies and
you need sonething extra, or nmaybe we've even got a
situati on where we don't have the Granite R dge
supply anynore, what is the cost of that pipeline gas
likely to be, just relatively speaking?

Well, on this peak day, you' d be using your

pi peline -- your propane facilities to the maxi mum
anyway. So there is no ability to increase the
supply of the propane facilities on that peak day,

under this scenario that you're proposing, that the
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pi peline sonehow limts the -- it's not going to be
able tolimt the firmquantities that it's
supplying. So on that peak day, you're already going
to be maxed out on your propane facilities. So you
can't turn to them These are the days when
custoners nay have to be curtail ed because of what's
happeni ng on the pipeline. You' re not going to get
any relief fromyour on-site storage on that day.

At their current |evel?

At their current |l evel on a peak day, you're going to
be -- you said the design day. You're going to be
maxed out on that day.

Let nme ask you about sonething else. You said
there's no economc need to use these facilities to
nmeet test for demand. Do you recall that? Page 14
of your testinony?

Page 13?

Fourt een.

Fourteen. GCkay. Wat |ine?

| just want to make sure | have the right version
again. Lines 15 to 16. |I'mnot sure |'m working off
the right version. Try Page 14, Lines 8 and 9.

Yeah, | see it. | thought it was on 15 and 16.

Yeah, | think where we're confused is we |ost track
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of which one got marked. But am|l right that it's --
CHAI RVAN GETZ: We' ve narked for
identification the nost recent, the Cctober 13

ver si on.

BY MR CAMERI NO

Q

o >» O »

o >

Ckay. And M. McCluskey, is it in fact Lines 15 and
16? |Is that the right reference?

That's correct. Yes.

All right. So that's what you said there; right?
Yes, | did.

Ckay. And you would agree that there could be a
non- econom ¢ need for these resources; right?

Well, could you propose one?

Well, you tal ked about reliability.

Wel |, economics cones into reliability. The Conpany
has to neet its design-day standard, and it has to
neet that in a | east-cost way. You don't go out and
just acquire any resource in order to neet the design
day. It has to be | east-cost.

Wll, that's if you' re tal king about the need for
supply for the physical gas; right?

It's both. Wen you decide to add capacity to neet
your needs, it's got to fit into your portfolio, and

you've got to make sure that it's a econom c resource
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relative to the alternative resources that you could
have acqui r ed.

Let me ask you this way: You haven't proposed to
retire the Tilton facility, have you?

That's correct.

Way not ?

Because it provides pressure support for the

di stribution system

So you m ght dispatch Tilton for pressure support,
even if there were | ower-cost pipeline supplies
avai |l abl e.

No.

No?

There are no | ower-cost supplies available in Tilton.
That's why to keep that resource there, to provide

t hat pressure support.

And that's because the pressure support's needed in
the area that's proxinate to that plant; right?
Correct. They can't get additional | ower-cost
supplies in there.

It's not going to be able to provi de pressure support
to Concord.

What, the Tilton facility?

Right. 1In other words, the system doesn't operate
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that way. You need a facility that's up there in
Tilton.

That's correct. That's correct.

And so --

Tilton is unique. That's why we |left that out of the
consi deration for retiring.

And to the extent that pressure support m ght be
needed in the areas of the other facilities, those
facilities can provide that in their areas; correct?
No. There is no shortage of lower-cost facilities to
supply the distribution systemin Manchester and
Nashua.

I n theory.

Today there isn't.

In practice, on an operational basis?

That's correct. That's ny under st andi ng.

| s that your area of expertise, or that's just your
under st andi ng?

It's partly ny area of expertise and partly

di scussions with the Gas Di vision people.

Were you a nenber of the Staff teamthat was invol ved
in the acquisition of KeySpan by National Gid?

| don't believe so.

(Docunment handed to the Wtness by M. Canerino.)
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So you're not famliar with the terns of this
settlenent agreenent that | just handed you?
That's correct.
All right. Let nme just represent, first for the
record, what this is.

MR CAMERINO This is a portion of
the settl enment agreenent in the Key Span Nati onal
Gid nerger case. It is in Docket DG 06-107. The
first 15 pages are the overlying settl enent
agreenent. And then, just for purposes of this
hearing, |'ve attached an appendix to that. That was

what was call ed the EnergyNorth Merger Rate
Agreenent. So you have the entirety of the
overarching settl enent agreenent and the EnergyNorth
part of this. There were other attachnments. | just
didn't want to burden the record with the rest of it.
And if we could mark this as Exhibit 8 for
identification, please.
CHAI RVAN GETZ: So nmar ked.
(The docunent, as descri bed, was
herewi t h marked as Exhibit 8 for
I dentification.)
MR CAMERINO And if it would be

hel pful, 1'm happy to take adm nistrative notice of
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the entire docunent. | just didn't want to
physically put it into the record.

CHAI RMAN GETZ: | think we're good
where we are.

MR CAMERI NO  Ckay.

BY MR CAMERI NO

Q

If you would | ook, M. MO uskey, at page... the
bottom of Page 15 of that settl enent agreenent, and
do you see it says "(L) Peak Shaving Facilities"?
Page 157
Yes. It's actually in the bottomright-hand corner
It's Page 100 of 117.
(Wtness revi ews docunent.)

Ckay. |'mthere.
And if you turn -- it says "Peak Shaving Facilities"
at the bottom of that Page 100. And on the next page
there's a paragraph which is sonmething the Conpany
agreed to do as part of this settlenent. And | just
want to read it.

"The Conpany conmts to maintain the existing
| ocation and operation of its peak shaving facilities
and associ at ed suppl enental storage. To the extent
t he Conpany desires to nake a material change in the

| ocati on or operation of these facilities foll ow ng
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the nerger, it will provide a plan to Staff and OCA
setting forth all the changes and the reasons. The
plan will be provided no |ater than 90 days before

i npl enmentation. To the extent Staff or OCA has any
safety or reliability concerns about the proposed
changes after technical conferences wth the Conpany,
it may request the Comm ssion to open a docket before
t he Conpany i nplenents the change in order to address
t hose concerns. In any such proceedi ng, the Conpany
shal |l have the burden of show ng that any changes
will not result in a degradation of service, quality,
safety and reliability."”

Is it fair to say that that's sone indication
that the Staff believed that there was significant
non-econom ¢ value to these facilities and that it
was reluctant to see the Conpany nmake any change in
their operation or existence?

No. Since | was not involved in the proceeding, |
really don't know what's driving this paragraph. So,
no, I would not agree with that statenent.

CHAI RVAN GETZ: M. Canerino, |I'm
wonderi ng how nmuch further we go down this path. And
correct nme if |I'm not understandi ng the point of the

inquiry. Seens to ne that we're going down the path
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of litigating what m ght be in an excess-capacity
proceeding. | understand the Conpany's position is
they agree with the five recommendati ons from M.
McCl uskey, one of which is open this other
proceedi ng, though the testinony disputes the
underlying basis for the conclusions that there is
excess capacity. So |I'mjust wondering where we're
going with this, if there's going to be a cl osing
statenment that says the Conpany no | onger agrees that
t here shoul d be an excess-capacity proceedi ng based
on the cross-exani nati on today.

MR. CAMERI NGO  Yes. Well, first of
all, I think I should say |'ve got about five nore
m nut es, nmaybe | ess.

CHAI RMAN GETZ: So | waited too | ong.

MR. CAMERI NGO Yes. Yeah. But |
t hi nk your characterization of the Conpany's position
Is not quite right. The Conpany said that it had
indicated to Staff that it could accept all five
reconmendations if the data that was used was from
the new IRP. But | think M. -- the Panel's
testi nony says quite clearly that they don't believe
such a proceeding is necessary. And what |'mjust

trying to denonstrate is not just that the Conpany
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woul d disagree with the finding that these pl ans
shoul d be retired, but that to undertake such a
proceedi ng, when the entire thrust up until now of
the Staff's view has been to safeguard these
facilities, we just think it's not a good use. And
the testinony says it's not a good use of the

Company's or the Conm ssion's resources, and it's

unnecessary. |If the Conmm ssion decides it wants to
undert ake that, obviously, we will be there to
address it. But we would prefer that there not be

such a proceedi ng.
CHAl RVAN GETZ: Well, let's --
MR CAMERING But | will wap it up.
BY MR CAMERI NO;
Q | just want to ask you a coupl e nore questions about
the value of these facilities, and then I'I| cl ose.
| want to read you sone statenents that M.
Knepper made at a technical session about a nonth
ago. You probably heard these from Staff al ready.
|'d just ask you if you would agree with them And
t hese were posed to Liberty Consulting -- to Liberty

Energy in the acquisition dockets. First, he said --

A Sorry. | mssed what you said. These are?

Q These are statenents by M. Knepper to Liberty
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Energy. Probably M. Frink has shared these with you
already. | want to ask you whether you agree with
t hem
He referred to the on-system supplies as "an
asset that can't be replaced.” Wuld you agree with
t hat ?
No.
CHAI RVAN GETZ: Can you repeat the --
MR. CAMERI NO An asset that cannot be
repl aced.

| don't agree with that.

BY MR CAMERI NO

Q

That they are nice assets to have, whether you use
t hem or not.

| don't agree with that.

That you can never site them again. You can never
get them agai n.

| don't agree with that.

That it's a one-way feed into New Hanpshire with no
redundancy, no backup.

| don't understand that. What's "no backup"?

| assunmed when he said that, that he neant the
Tennessee Pipeline, that the Conpany is at the end of

t he pi peline.

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS: McCLUSKEY]

192

Whi ch Conpany is at the end of the Tennessee
Pi pel i ne? Thi ngs have changed over the | ast decade.
The supplies comng from-- significant supplies cone
from Canada. |It's no longer just the GQulf that's
suppl yi ng t he Conpany.
Well, how do they cone into New Hanpshire?
Wll, they can -- they do have to go up the
connection, essentially the Concord Lateral -- or
think that's the description of it -- the pipeline in
New Hanpshire. But the Tennessee Pipeline is nuch
nore than the pipeline in New Hanpshire.
But you're tal ki ng about supplies com ng from ot her
| ocati ons, not the way they get here.
Physical facilities in Tennessee extend far nore than
what's in New Hanpshire.
Now, you're not making -- you're not actually
recommendi ng in this docket that those suppl enent al
facilities be retired, are you?
That's correct. | think the issue should be
I nvest i gat ed.
| just want to show you -- actually, to nove things
al ong, why don't | just mark these.

MR CAMERINO | just want to mark for

identification three responses by M. MC uskey to
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National Gid, 1-1, National Gid 1-3, and National
Gid 1-28. | don't know, M. Chairnman, whether you
want to do those as one or separately.
CHAI RMAN GETZ: Let's just do them as
a package. W're up to --
CLERK DENO. N ne.
CHAI RMAN GETZ: -- Exhibit No. 9.
(The docunent, as descri bed, was
herewi t h marked as Exhibit 9 for
i dentification.)
BY MR. CAMERI NO:
Q And M. Mcd uskey | just want to confirmw th you
that those three answers basically are consistent
w th what you just said, that it's not your
recommendati on that a decision be nmade on retirenent
in this docket.

(Wtness reviews docunent.)

A Is that a question?

Q Yes.

A Certainly in the response to 1-3 and 1-28. | think
the response to 1-1, | read it to be broader than the

excess-capacity issue.
CHAl RMAN GETZ: M. Canerino, | have

four. D d you also want to include 2-27?
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MR CAMERING | don't think I need
that, but... No. | apologize for that.
BY MR CAMERI NO
And let me just mark one other. | told you I

woul d cone back to this, M. MO uskey. And we'l]l
cone back to this in a second, but if...
MR CAMERING |If we could mark as 10
the response to National Gid 1-4.
CHAI RMAN GETZ: So nar ked.
(The docunent, as described, was
herewi t h marked as Exhibit 10 for
I dentification.)
MR CAMERING |'Ill give a copy to M.
McCl uskey's counsel before | ask the question.
BY MR. CAMERI NO

Q And you've got 1-4 in front of you now, M.

Mcd uskey?
A Yes.
Q And in that response you said -- see if | can find ny

OwWn copy now.

If you | ook at the bottom that's where you said
that the contracts -- sone of the firmcontracts have
charges that cannot be avoi ded through

under-utilization. And | was asking you -- that's
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t he background for what | was asking you, that it is
possi bl e, through off-system sales, to mtigate sone
of the cost to the Conpany. And | referred you to
having said that there were firmcontracts charges
t hat cannot be avoi ded through under-utilization. Am
| correct that that's where you said this?

A That's what | say in this response, and that's ny
position.

Q Ckay. | just wanted to provide a basis for ny
statenment to you.

MR CAMERINO If | could just have
one second to | ook at ny notes.
(Pause i n proceedi ngs)

BY MR CAMERI NO;

Q | want to ask you to clarify sonething, M.
McCl uskey, that you said on direct by Attorney
Thunber g.

You were tal king about updating the DSM

assessnent in this docket and then the Conm ssion
I ssuing a supplenental order. And | just want to
under st and procedurally what you had in mnd, if you
could just flush out what you envi sioned.

A Yes. So ny testinony |lays out Staff's opinion of the

Company's DSM assessnent. One of the problens is the
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nodel i ng problemthat the Conpany is trying to
address. There are other recommendations | make with
how to do an appropriate DSM assessnent. |'m
assum ng that the Conpany is going to take that
position of Staff, and once it's got its SENDOUT
nodel i ng working efficiently, it's going to submt
sonething that neets Staff's concerns. Staff wll
review that revision and nake a recommendation to the
Commi ssi on, which hopefully would be reflected in any
suppl enental order. And that supplenental order wll
gui de the Conpany in developing its DSM assessnent
for the subsequent filing, the 2012 IRP

And that last part is what |I'mnot sure | understand,
as to why would there be a need for a suppl enent al
order. What types of things would be addressed in

t hat order?

Vel l, the suppl enmental order woul d address the
reasonabl eness of the Conpany's revised assessnent.
And if Staff -- assune Staff recommends that, yes,

t he Conpany has done a bang-up job, and we think --
and the Comm ssion woul d recomrend approval of this
approach and have them use that approach in their
2012 IRP, you're not going to know that unless you

get a supplenental order fromthe Conm ssion that
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addresses that revised assessnent.
So it would be a way of getting the Conm ssion to say
that the way the nodel had run was acceptabl e and the
Conpany could do the same thing in the next IRP
That's correct.
And if there was di sagreenent about that, we would
have anot her heari ng?
No. |If Staff disagrees with the assessnent, we w ||
make that known to the Commi ssion. And the
Comm ssi on can adopt that, reject that opinion and
say whatever it wants in its suppl enmental order
Whatever is in the order will guide the Conpany in
how to do the assessnent in the 2012 | RP
Ckay. Wth Counsel's permssion, |'mgoing to show
you the Conpany's response to Staff 1.1, and pointing
to the top part of the chart that's attached, and ask
you, at | east based on that information, is it your
under standi ng that the Ganite Ri dge contract expires
in 20127
According to this docunent, yes.

MR. CAMERI NO Okay. Thank you.

CHAI RMAN GETZ: Conmi ssioner |gnati us.

CMSR. | GNATI US:  Thank you.
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QUESTI ON BY CMBR. | GNATI US:

Q

Good afternoon, M. MO uskey. | have questions
about the role of a plan, the uses of a plan. And |
confess, | think we've gotten pretty far afield from
t hat today.

You had said this afternoon in your testinony
that you felt that, although there are certain
requi rements for capacity, for reliability purposes,
and there are thresholds for that, that beyond that
point there really should be zero or close to zero;
correct?
That's the optimal position. |[If their filing
i ndicated they were a coupl e percent above that, then
that woul d not cause any concerns. \Wen you have it
30 percent above, that could involve custoners and
significantly nore cost than is necessary.
I n your view, does the plan submitted by the Conpany
i ncl ude any provisions for howto bring it down,
bring that |evel of capacity down, when it -- if it
should find itself significantly above?
No, it does not directly ask that question; hence,
there is no answer. W did ask the Conpany what
plans it has in discovery for dealing with the

excess, and the response we interpreted to nean that
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t hey haven't any.
Can you envi sion |anguage in a plan that woul d set
gui dance on what to do when you find yourself
significantly above capacity or possibly bel ow
capacity in order to -- well, let's just stick with
above -- that you find you' re over and above that
reliability level of extra? Are there plans that
could tell you what a Conpany should do when it finds
that situation?
Vell, first of all, one of the recomendations is
that if there is excess in any future IRP, the
Company address that directly and state what it
intends to do, whether it intends to just |leave it as
it is and give the reasons why; if it intends to
reduce that capacity, how and why; and what are the
benefits of doing that, or what are the detrinments of
doi ng t hat.

So one of the five recommendations is that
future plans, they have to address it explicitly.
And | think the Conpany agreed today that they didn't
have a problemw th doing that.

So it's really not -- we don't think it's
Staff's role to tell themwhat to do. W think the

Company should tell us what the appropriate thing to
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do is. The fact that there is no discussion of this
i ssue, we've recommended that they be noved to a
separate proceeding in order to resolve it.

Can you think of other plans where there are

provi sions that you think nake sense for a Conpany if
it finds itself in this excess-capacity situation?
Sorry?

Are there other plans that you' ve reviewed by ot her
conpani es that do have provisions addressi ng an
excess-capacity situation and what steps the Conpany
shoul d t ake?

| don't recall reading such a plan. Mre often than
not, it's the other way, where their denmand forecasts
indicate there wll be a shortfall wthin the

pl anni ng period, and then you expect to see a
significant part of that plan discussing how are they
going to go about neking that shortfall. | don't
recall -- and |I've read quite a few plans from around
the country. But | don't recall seeing one where
during the forecast period there's a significant
excess.

So is your initial recomendation, then, that the
Conpany identify, when that situation occurs,

identify it in the formof a docunment and begin to
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devel op a plan for how to get back down into a cl oser
level to what its capacity is and what its needs are?
That's correct. Just like it would do if it was
short. They would show it in sone chart and then
explain to us how they' re going to go about maki ng
that shortfall. The sane should apply on the excess
side. There should be a chart which identifies that,
and there is none in the filing. And then they
shoul d explain to us why it's appropriate to |leave it
like that, if they think that's the best position for
cust omers.

| al so had a questi on about what you were just

di scussing with M. Canerino, about com ng back with
further projections on DSM And | confess, | think
' ve | ost whatever we tal ked about this nmorning on
that issue. So rather than trying to guess at what
you were saying, can you just explain again what is
your reconmendati on about new data com ng in and how
it should be used and whet her the Conm ssion issues
its findings in the IRP. 1Is there a two-stage | evel
awaiting this further information or -- | just really
didn't follow it.

Ckay. So at the nonent, as we've laid out in the

testinony, one is the nodeling of it. So you can't
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believe that the nunbers that are in the filing on
t he DSM have any basi s.
This is the Ventyx probl en?
That's correct. So they have to resolve that. And
then, once they resolve that, there is the issue of
how do you deal wth econom c analysis for DSM And
we' ve addressed that in sone detail. W've |aid out
how Staff would do that anal ysis.

So, assunmi ng the Conpany takes our
recommendati ons and does the assessnent and
determ nes that, economically, DSM conpared with the
cost of supply, that we could do nuch nore than we
are doing, and let's say it's within the potenti al
savi ngs devel oped by &S, it's not over, that it's
wthin that, so the Conpany woul d report that, at
| east economically, using this Comm ssion's total
resource cost test, it makes sense to expand their
programs up to a certain level, froma pl anni ng
st andpoi nt only.

And so the next step is, well, so the Comm ssion
sees that and it can decide -- it can take that
i nformati on and push for expansion of the prograns,
the core prograns for the Conpany, if it believes

that's appropriate. Wthout having that anal ysis,
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the Conmm ssion and all those that participate in the
core prograns, they've got no basis for determ ning
whet her they shoul d reduce the prograns, increase
them You need this econonmic analysis to guide them
in what they do with real-world prograns. And it nay
be that the economc quantity of DSMis significantly
hi gher than what they do currently. So you nay not
want to nove to that i mediately, but you may want to
nmove to it over tinme. So, wthout having that
information, you can't give your policy guidance to
t he Conpany or to the other parties in the core
progr ans.

And ny understanding is the Conm ssion is pro
DSM So | think this would be good, useful
information for you to decide how far to go in
real -worl d prograns.
Does it necessarily require holding up action on the
2010 plan, awaiting that further analysis? And it's
just a timng issue. | agree that it's inportant to
the policy decisions and to the devel opnment of the
core docket. But could it as easily be filed as part
of the core proceedings, or informthe Conpany as it
prepares its prograns for the next tine it |ooks at

the core prograns?
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A | would hate to think that the Conpany is going to
start on its demand-side assessnent for the 2012 | RP
W thout -- before it resolves -- before these issues
are resolved. You know, we've put a fair bit of
effort into this case. And | think it's appropriate
to, let's resolve it and get out of the case what we
can, and hopefully that will informwhat they do in
the next filing. To say, well, let's roll this over
to the 2012 IRP, I would not |like to have to start
again on this issue in the 2012 | RP.

Q Well, there nay be sonewhere in between rolling over
and starting again. | think ny assunption and the
question is different than your assunption and the
answer. There may be no right or wong to it, but
"1l think about that. Thank you.

CHAl RMAN GETZ: Redirect, Ms.
Thunber g?

M5. THUNBERG | just need a nonent.

REDI RECT EXAM NATI ON

BY M5. THUNBERG

Q M. MO uskey, | just have a couple questions. And
this is on Comm ssioner Ignatius's point with the
Recomrendati on No. 5 having -- requiring an updated

resource mx analysis. | just want to go back to how
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does not having this resource m x anal ysis hanper
Staff's ability to bless this | RP as adequate. And
when | say "adequate," being conpliant with the nost
recent order directing it to file an IRP

Vell, the prior order said do a DSM assessnent and
show us the resulting | east-cost integrated resource
pl an. The DSM assessnent that we got is inadequate
because we' ve agreed that the nodeling tool is
faulty. And there are many ot her deficiencies with
it as well. So they couldn't possibly cone up with a
| east-cost resource Integrated Resource Plan that we
coul d have any confidence in. So w thout them
redoing it and showing the results of a nore
efficient analysis, we're not in a position to say
that they' ve nmet the requirenents of the prior order.
And | et ne address the timng issue, because | hear
you say that it | eaves Staff unable to have a
complete IRP to do its conpl ete assessnent of whet her
the IRP is adequate or not; is that correct?

Correct.

And knowi ng that Staff wants -- or that it would be
beneficial for National Gid and ot her gas conpani es
filing IRPs to have gui dance fromthe Comm ssion on

how this DSM -- this integration of the supply side
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and denmand side should really cone out, that guidance
cannot cone out before the 2012 IRP with the timng
that we have now, is that right?

No. We're recommendi ng that they provide the revised
assessnent two nonths after this initial order goes
out. And Staff hopefully will be able to turn out
and review that fairly quickly and get a suppl enent al
order out, hopefully in time for the Conpany to

i ncorporate that guidance in the devel opnent of its
2012 assessnent.

Now, the timng of the filing of the IRPs. The
Company has represented in is testinony that it's
expecting to file it in February 2012. |Is that by
rule, by statute, or by order?

There are no statutes for gas IRP. Typically,
conpani es have requested that they receive a delay in
filing. They've never been banging on the

Comm ssion's doorstep asking to file the IRP on a
certain date; if anything, they'd be asking to del ay
it. So one would think that we can take what ever
time we need in order to do this assessnent so that
the Conpany has it in hand to work with before it
files the 2012. If they don't want to -- if they

can't file the 2012 IRP in February, that's fine with
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me. File it when you can, as long as the analysis is
appropri at e.

And I'd like to get your opinion on Attorney Canerino
was aski ng about the supplenental order and if there
was a hearing. A hearing could be a possible outcone
after Staff has reviewed this supplenental resource
assessnent; is that correct?

It could be. | could inagine that Staff files

sonet hing with the Comm ssion, and the Conpany is
allowed to critique that and submt a docunent giving
its position on the assessnent and Staff's criticism
of it, if that's what it is.

And it is possible under that kind of a litigated
scenario that the filing could -- the 2012 IRP for

February 2012, that filing deadline could be del ayed.

ls that --
Yes. If this assessnent takes | onger than
anticipate it wll take, then we could delay the

filing. There's no rate inpact as a result of these
things. W can have them cone in at any point.
Ckay. Thank you. No further questions.

MS. THUNBERG Thank you.

CHAI RMAN GETZ: Then | believe that's

all for M. MO uskey. You' re excused. Thank you.
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(Wher eupon the Wtness was excused.)

CHAI RVAN GETZ: Any objection to
striking the identifications and admtting the
exhibits into evidence?

(No verbal response)

CHAl RMAN GETZ: Hearing no objection,
they'll be admtted i nto evidence.

Are there any issues to address before
provi di ng opportunities for closings?

(No verbal response)

CHAI RMAN GETZ: Hearing nothing, then
Ms. Hatfield.

MS. HATFI ELD:  Thank you, M.
Chai r man.

CLOSI NG STATEMENT BY Ms. HATFI ELD

M5. HATFIELD: | would like to begin
by thanking the Conpany for its work in attenpting to
undertake what M. Poe today described as its "first
truly integrated I RP that treats demand-si de
resources |like supply.” However, we nust al so agree
conpletely with M. Silvestrini's testinony today,
that the next step that we nust take together is to
i nt egrate pl anni ng outcones and program desi gn on the

efficiency side. As he stated, unfortunately today,
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t hose processes, planning versus the EE prograns, are
di vorced fromeach other. And we believe that if we
don't change that and take steps to really narry

pl anni ng and efficiency program design together, we
wi Il not reach the goal that the Conm ssion stated in
Gid s last IRP order, that the Conpany should

eval uat e denand-si de resources on an equi val ent basis
to supply-side resources, so that custonmer needs wl |
be nmet at the | owest reasonable cost. This is our
goal in IRPs. But it is not being inplenented in the
ef fici ency dockets.

The draft Senate Bill 323 report that
the EICis currently drafting highlights this by
poi nting out that the goal-setting process in the
ef fici ency dockets does not connect to the planning
that the utilities do and that the goals are |argely
set by the utilities thenselves; as a result, we are
not taking advantage of the cost-effective
ef ficiency.

The efficiency dockets are al so
limted by an approach that |argely naintains program
designs that we have had in effect since around 2002.
W can't continue this approach. W need cl ear

policy guidance that efficiency prograns should be
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designed to capture all cost-effective efficiency,
and we al so need a strong, clearly defined feedback
| oop between pl anni ng and program desi gn.

| believe that M. Silvestrini agreed
with this, and he said, however, we are not there
yet. | think that M. Md uskey al so agreed today
that it is inportant that IRPs, as they relate to
demand- si de prograns, nust connect efficiency
pl anni ng back to the core docket. And we believe
that the way to get there starts with the Conm ssion
clearly directing the utilities to nove in that
di recti on.

Therefore, we respectfully request
that the Conmm ssion provide clear guidance to Gid,
as well as to the other utilities, that utility
pl anni ng, both in IRPs and in the efficiency dockets,
shoul d take advantage of all cost-effective
efficiency, and, as an inportant next step, that
their efficiency planning and goal setting should
begin to put New Hanpshire on a path to achi eve al
cost-effective efficiency, understanding, as M.

McCl uskey pointed out, as well as M. Silvestrini,
that it's inportant to carefully ranp up prograns

over tine at a reasonable rate, keeping in mnd the
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cost and benefits to custoners.

It is inportant, we think, to
acknowl edge that our current efficiency program
desi gn, and i ndeed our rate-naking franework itself,
tend to dis-incent aggressive efficiency prograns,
even when efficiency is | ess expensive than
traditional supply. That nust al so be addressed,
obviously not in an I RP docket. But we think it
deserves nmention here nonetheless. And | would al so
poi nt out that the VEI study also has a full chapter
devoted to how best to design efficiency incentives
to notivate utilities to aggressively take advant age
of efficiency resources that are | ower cost and
suppl y.

Finally, we take no position on
whet her the I RP is adequate, but we do support the
items that the Conpany and Staff are in agreenent
that should be included in the next IRP. Thank you.

CHAI RMAN GETZ: Thank you. Ms.
Thunber g.

CLOSI NG STATEMENT BY Ms. THUNBERG

M5. THUNBERG  Thank you for your tinme

today. | just wanted to get back to the 10, 000-f oot

|l evel, that Staff and the Conpany does have agreenent
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on the bulk of the five recommendati ons that appear
in M. MO uskey's testinony. The agreenent appears
on Page 4, Line 10 of the rebuttal testinony.

Wth respect to the points of
di sagreenent, they involve Recommendation No. 1. And
Staff takes a position that the excess-capacity
proceedi ngs should not be delayed. Existing
forecasts and any updates can be useful, and that
del ayi ng the proceeding to obtain nore updated
forecasts runs the risks of causing custonmers to bear
greater costs.

Wth respect to the differences
regardi ng Recommendation No. 5, Staff requests the
Comm ssion order the Conpany to file the updated
resource mx analysis within two nonths so that Staff
can conplete its review of this IRP. If the
Comm ssi on adopts National Gid s position of waiting
and just skipping the 2010 I RP and havi ng the
resource mx analysis filed with the 2012, you've
heard testinony today of the conplications of
gui dance is not there; and also, Staff is left not
bei ng abl e to opi ne on whet her custoners' needs have
been net at the | owest reasonable cost while

mai ntaining reliability.

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

213

There's been a | ot of testinony today
about the nerits of excess. But Staff was not
prepared today to discuss the nerits, given the
agreenent to the recommendation that we woul d di scuss
nmerits in another proceeding.

Staff asked the Conmm ssion to open a
new docket to investigate whether the excess the
Company is carrying is appropriate, and that this
docket be opened sooner rather than later so that we
can resolve this issue and the custoners know whet her
they are paying nore or as they should for gas.

Thank you very much for your tine.

CHAl RVAN GETZ: Thank you.

CVMBR I GNATIUS: Can | just ask one
clarifying question, Ms. Thunberg. And | think the
testi nony nay have evolved a bit, which is why I'm
conf used.

M. Mdd uskey's testinony had said
initially to have the updated resource assessnent
within six nonths of the Conmm ssion's order, and then
just a nonment ago you said that it should come in
wthin two nonths in order for Staff to conplete its
eval uati on of the 2010 pl an, which suggests there is

no Comm ssion order because there's no final
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reconmendation and the record isn't closed. So is it
just two nonths fromtoday, really, is what you' d be
asking for, or is it sonething other than that?

M5. THUNBERG | suppose | could --

(Staff discussing off the record.)

MS. THUNBERG | n answer to your
question, | think it could go either way. But Staff
envi sioned that the order that would conme out of this
heari ng woul d address everythi ng but the DSM
conponent, and we'd | eave that for the suppl enental
order that was suggested by M. MO uskey.

And the change in the position, just
to reflect back to M. MO uskey's testinony, is
that -- or oral testinony today, is that given the
passage of tine since his testinony cane out in
Septenber, there has been headway from the Conpany on
fixing the nodel. So we don't -- Staff's not
thinking that they need six nonths still to submt
the corrected version of the anal ysis.

CVBR | GNATI US: Thank you.

CHAI RMAN GETZ: Well, it seenms to ne
we' ve got at | east three procedural devices. And
there may be nore. |I'mtrying to interpret what the

proposal is. There could be an order saying, if we
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followed Staff's recommendation, that the | RP process
i's inadequate and basically the Conpany has two
months to cure. Another alternative would be -- and
| think this one may have been the | ast one -- that

t he process i s adequate, except insofar as it needs
to correct the nodeling error in the -- relative to
the DSM the Ventyx nodel, which then, | guess, would
still require a second step. Both of those would
require a second step. Though maybe a variation on
that is it's adequate, subject to the condition that
within a certain anount of tine a correction is
filed, it would be nore of a conpliance proceedi ng or
a conpliance step rather than a step two that m ght
inplicate nore hearings. Those are at |east three
variations that conme to ny mnd. | don't knowif you
have a preference anong those.

M5. THUNBERG | think the preference
was starting to cone out in the redirect questioning
of M. MC uskey, of how this deadline for filing the
2012 I RPs in February is order-based. That can be
noved. So we could conplete the 2010 IRP i n whol e.

CHAI RVAN GETZ: Well, seens to ne any
of those three -- anything short of an order saying

that the process is adequate is going to run up
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against the realistic probability of filing sonething
in February of 2012. And any of these other
variations would seemto ne to be | eading to nore
time before the next filing.

But let ne -- Ms. Hatfield, do you
have anyt hing on which of any of these approaches or
sone ot her approach makes sense froma process |evel ?

M5. HATFIELD: | think your third
suggesti on sounded like it m ght nake sense. And |I'm
al so t hi nking whatever you say in the order will also
gi ve guidance to the next filing, whenever it cones,
and so that whatever weaknesses this process had w |
have -- hopefully, it's a continuous inprovenent
process so that the next one will be stronger. But
"' malso mndful of the fact that in another docket
t he Conmm ssion is considering the sale of Gid's
assets to anot her conpany. So, you know, that just
complicates things a little bit.

CHAI RVAN GETZ: Especially with
respect to whatever the next filing is?

M5. HATFIELD: Right. But | do
definitely agree with Staff, that the February 2012
is not witten in stone, so there certainly is

flexibility in the deadline for the next IRP
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CHAI RVAN GETZ: Let ne just propose
this as well. W'IlIl give you an opportunity for your
closing, M. Canerino, and if you have any preference
anong these. But if the parties want to give sonme
further thought to potential approaches to whatever
the order mght be -- and |I'massum ng, again, M.
Cameri no, your preference would be that we just
approve the filing, and that there woul d be one order
and that would be it. But in case you have any ot her
t houghts, any of you have any other thoughts on what
t he best process nechanismis, if you'd file
sonething in witing wwthin, | don't know, by the end
of next week, that m ght prove hel pful.

M. Canerino, your closing.

MR. CAMERI NO  Thank you.

CLOSI NG STATEMENT BY MR CAMERI NO

MR CAMERINO Well, let ne start by
saying that resource planning is a conplex matter,
and they are not issues that |end thenselves well to
the hearing room And | think if anything has been
proven today, we've proved that again. And we're
really here for one reason, essentially, and that's
t he di sagreenent, as Attorney Thunberg said, as to

whet her the Comm ssi on shoul d use the nbst recent
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data available, if it's going to open a docket to
consi der that the Conpany should retire these
significant facilities that it owns, and which I
think it's fair to say, if anything, the Conm ssion
has indicated in the past it wanted to ensure
continued to operate. And so | understand that tines
change and circunstances change, and the Conm ssi on
coul d always reach a different conclusion. But I
think this is a pretty substantial issue. And if the
Comm ssion were to determ ne that such a docket was
necessary, | can't imagine it naking that decision
based on old data. And it may be that the | oad
forecast data has been updated by one year,
information that Staff thought was significant enough
and needed enough, that it insisted it be provided.
But the rest of the plan hasn't been updated. And
when you update the | oad forecast, you run that
through a nodel. You get lots of different results.
Gt her contracts cone up for retirenent. Things
change rapidly in this world. And we've seen that
again and again. And the evidence today denobnstrates
that clearly, that in one, two, three years, there
are big, big swings. And the idea that we're going

to use data from 2009 or 2010 for the | oad forecast,
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and nodels that were all built on the 2009 data from
the supply side and portfolio side, | think is

m sgui ded. And | can't imagine the Comm ssion doing
that. The Conpany doesn't nmake its own deci sions on
that basis. And for the Comm ssion to nake deci sions
on that basis would, | think, be wong. Frankly,
we'll be in the proceeding -- if you open such a
docket, we'll be in the proceeding, and the
information will all be available. And you can rest
assured the Conpany woul d seek to introduce it
through its witnesses. So it's going to cone in,
whet her that's the prem se of the proceedi ng or not.
And so | don't understand the reluctance.

And it al nost seens like a rush to
pl ay gotcha. And honestly, the Conpany is concerned,
that it had the Concord Lateral proceeding for the
very reason, that it did not want to nmake a
commtnent |ike that and then have cost disall owances
later. And the idea that that commtnent is now
being utilized by the Staff in order to argue for
di sal | owance of a different asset that it says becane
unnecessary because of that commtnent in |arge part
is really troubling and an issue that, in essence,

al nost sounds like a collateral attack on the
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Comm ssion's decision in that case. Cbviously,
that's sonething that would be taken up in the next
docket .

So a |l ot of changes over two years.

W tal ked about Granite Ridge. W tal ked about the
changes that the Concord Lateral brought about. W
tal ked about the change in the | oad forecast that
went down because of the recession, and undoubtedly
will come up as we conme out of the recession.

The Conpany's position, as it
i ndi cated today, and the reasons it indicated today,
Is that docket is not necessary and would not be a
good use of Conmm ssion tine.

So the statenent that we agree to that
recommendation is incorrect. What the testinony says
is the Conpany was prepared to agree to it if updated
data was used, because we're confident as to what
that would show. | can't, for the |life of ne,
under stand t he testi nony about having to go through
the entire 2012 | RP proceedi ng before the Comm ssion
coul d consider the excess-capacity issue. |If the
Comm ssi on decides that a docket like that is
necessary, you wll have the 2012 | oad forecast.

You' || have the SENDOUT nodel runs the way you want
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themw th the DSM nodel all available to you. You
don't need to wait for the 2012 IRP to cone to
conclusion. Wat we want is the right to provide the
| atest data. So that was news to us when M.

McCl uskey testified that he thought that proceeding
had to go through its full course in order for you to
use the updated data. That was not what we

envi sioned. That's not what we're proposing. Now it
al nost sounds as if we're all tal king about ways to
have the Conpany delay its filing of the 2012 IRP,

whi ch, while we would nornally be happy to do, we
have no intention of doing if there's going to be an
excess-capacity docket. W wll file that docunent,
whether it's in the excess-capacity docket or in an

| RP docket.

That said, given that we're here and
we haven't settled the case, there's a big, ugly word
in M. MO uskey's testinony, and that word is
"I nadequate.” And it is not correct to call the
Company's supply plan here "inadequate."” |In fact, if
t he Conpany did what M. MO uskey asked, it would be
"i nadequate” for supply planni ng purposes. He's
seeking a plan that is utilized for other purposes.

They are legitimte purposes, as M. Silvestrini

{DG 10- 041} [Hearing re: IRP] {7-14-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

222

i ndi cated, but that's not the way the Conpany does
its supply plan. And it would be inprudent to do it
t hat way.

So there's two things going on here.
And there's nothing essentially wong with what M.
McCl uskey is saying in that regard, except that
that's not what's necessary or appropriate for a
supply plan. So the words "inadequate,"” those are
| oaded words. They bring a | ot of consequences with
them And the Conpany sinply cannot accept an
out cone where its supply plan -- where it did do what
t he Comm ssi on asked, which was to eval uate DSM
nmeasures on an equivalent basis. It did that. And
it didit in the optimzation -- and it did it for
the first tine. And so those are things that are
conpl ex and soneti nes need tweaking. It did it in
the optim zation node, and it worked properly. It
didit in the resource mx node, and the outputs were
not correct, through no fault of the Conpany. And I
can understand M. MdJd uskey's personal frustration
at having figured that out in the discovery process.
And | can understand that that is, you know, a
frustration. But it's not the Conpany's nodel. And

nobody el se had found that problem There are other
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conmpani es that use it. Nobody el se found that
problemuntil the Conpany did. And the problemis
being fixed. But this is not sone kind of
wrongdoing. It's the difficulty of doing sonething
that is extrenely conplex and that hasn't been done
before. The Conpany -- every tine there's one of
these IRP filings, there are refinenments. Nornally
these cases settle and the parties conme up with sone
| anguage to sort of avoid the adequacy/i nadequacy

i ssue, because in alnost every docket there are
changes that the Staff wants goi ng forward.

So we woul d ask that the Conm ssion,
as it did in the |ast docket in which there were
significant disagreenents, accept the I RP and
indicate what it would |i ke to see changed goi ng
forward. That would avoid, | suppose, the concern
that Staff has of this issue of adequacy. But to say
that the plan is inadequate as a supply plan we think
IS not appropriate.

Wth regard to the GDS data, the
Conpany gave full consideration to the data in that
report. But again, it has to nake sone kind of
assessnent froma supply plan standpoint as to

whet her it can achi eve those | evels of savings. And
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| don't believe that the Comm ssion would want, for
supply planni ng purposes, for the Conpany to not
apply its own judgnent in deciding whether to use

t hose nunbers. |If there is an econom c potenti al
study and the type of approach taken that Attorney
Hatfi el d menti oned and that M. M uskey seens to be
referring to, that is -- that would be a different
question and sonething that is probably worth doing.

| think that we're here in nany ways
on issues that would normally not see the |ight of
day in a normal Conm ssion docket, but for the fact
that the parties can't agree on what data woul d be
used if there is an excess-capacity docket. And the
rest of this, while it sounds |like a |lot of noise, is
sonething that |1'm confident the parties could have
dealt with, maybe yet will deal wth.

Wth regard to the timng of
re-running the DSM si de, once the Ventyx SENDOUT
nodel was fixed, | think we would gladly wel cone the
opportunity to talk to the Consuner Advocate and
Staff on that, and if we can't cone to agreenent,
each submt a proposal in witing. Because,
honestly, this is the first tine we've heard it. And

| would be remss if | just started speaking on that
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w t hout understandi ng practically, in real life, what
fol ks who have to run those nodels can do, understand
better the state of the nodel, as to whether it's
been fixed. And | think, you know, we can nake

t heoretical decisions, but there are real people on

t he ground who have to inplenent them and | would
rat her have theminvol ved.

| don't believe that the failure of
t he Ventyx nodel, though, the SENDOUT nodel, nakes
this plan inadequate. And | think that the
Comm ssion can render a finding wthout that and
t hen, hopefully, based on the recomendati ons of the
parties, cone up wth a process for ensuring that in
the next IRP that nodel wll function properly.

Thank you.

CHAl RVAN GETZ: Okay. Well, thank you
very much. Then we will close the hearing and take
the matter under advi senent. Thank you, everyone.

(WHEREUPON, the Afternoon Session was

adjourned at 3:53 p.m)
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