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SB 170 - AS INTRODUCED
2003 SESSION
-03-1138
08/09

SENATE BILL 170
AN ACT relative to Public Service of New Hampshire.

SPONSORS: Sen. Clegg, Dist 14; Sen. Green, Dist 6; Sen. Odeli, Dist 8

COMMITTEE: Energy and Economic Development

ANALYSIS

This bill restricts PSNH from selling assets during the transition service period.

Explanation: Matter added to current law appears in
Matter removed from curvent law appears (i
Matter which is either () all new or (b) repealed and resnacted appea.rs in recrular type.
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SB 170 - AS INTRODUCED
03-1138
08/09
STATE OF NEW HAMPSHIRE
In the Year of Our Lord Two Thousand Three
ANACT relative to Public Service of New Bampshire,

Be it Enacted by the Senate and House of Representatives in General Court convened:

1 Amend 2000, 249:7 as amended by 2001, 29:13 to read as follows:
II. The sale of PSNH fossil and hydro generation assets shall not take place [ne-seoncrthan

S3-menths-after competition day-as defined-in RIA 360 R0 Hl] during the transition service
period defined in RSA 369-B:3, IV(b)(1)(B). Subsequent to this period, PSNH may divest,
expand, or retire its generation assets if the commission finds that it is in the economic
interest of retail customers of PSNH to do so, and provides for the cost recovery of such
divestiture, expansion, or retirement. : 4
2 Authority to Issue Finance Orders to Finance RRB Costs. Amend RSA 369-B3, IV (b)(1XA) to

read as follows;

(1)(A) From competition day until the [Weéeﬁ—eﬂ%ée—se-}ee@sms_wmbdp
interestein fossil-and enditlement dntorests in nuclear-goneration assets-lecatedin-New Hampehize]

end of the fransition service period as defined in subparagraph (B), PSNH shall supply all,

except as modified pursuant to RSA 37 4-F:3, V(f), transition service and default service offered in its
retail elsctric service territory from its generation assets and, if necessary, through supplemental

power purchases in a manner approved by -the commission. Once PSNH is no longer supplying

transition service, [tothe ezxtent appHeablerany provider ox providers-eftransition-serdecchallhave
. oM . .

been-chosen-throuch a compebibiva bid prtinne Aderiia 1 bertho eoparnincd ~ ot T
PECETERSSEATough-a—competitive-bid pitiase o SeFea-py-tho—commnission

gervice—b=-as-detemminad under DOA_ 974 T (AN sEmission-mar 3£ 3t Srde 1 t0 Vo o il
o T R S LR S a3 2= o s S S Ty Vs ey 2% R T e e A e R P g >

publie dnteract digde dhg corprakitiva hid .o
FEvat il r ety at-ens TR e O—Eie-FT

bids;] PSNH shall supply all default service offered to its retail electric service territory
from its generation assets, if any, and through éupplementalpower purchases in a manner
approved by the commission. The price of such default service shall be PSNH’s actual,
prudent, and reasonable costs of providing such power, as approved by the commission.

3 Effective Date. This act shall take effect upon its passage.
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Date: March 4, 2003
Time: 3:35 PM
Room: LOB 102

The Senate Committee on Energy and Economic Development held a hearing
on the follo.wing:

SB 170 relative to Public Service of New Hampshire.

Members of Committee present: Senator Odell
Senator Below
Senator Gallus
Senator Gatsas
Senator Prescott

E The Chair, Senator Bob Odell, opened the hearing by calling upon the Prime

Sponsor, Senator Robert Clegg. ‘

Senator Robert Clege, Jr.. D. 14: Thank you, Mr. Chairmaxn, members of
the Committee. Asyou can see, there's a lot of people to talk so I will be very
brief. I know you can look at the bill and see what I've done. But, let me
start by saying that I was never fully convinced that deregulation was the
way to go. In fact, you'll find that I'm on record as being totally opposing the
deregulation, but it happened.

From my point of view, the hest thing that happened was that we held onto
PSNH’s fossil and hydro plants. And, although I personally believe we
should have also held onto Seabrook, we didn’t, but holding onto the plants
we have is the main reason, in my opinion, that we still have low rates.

I'm told New Hampshire is the only state in New England that still
maintains regulatory control over its generation. [t makes no sense for me to
try to be like any of the other states and sell the back stop that we currently
have because what it's done is it's produced higher and unstable rates.

The recent PUC proceeding, competitive suppliers were anxious to move our
cost of energy from 4.6 centers per kilowatt hour to 6 cents per kilowatt hour
with the sole purpose of opening up the marker so they can try to compete
with our existing rates. Let me restate that we now have energy at 4.6 cents
per kilowatt hour. What the competitors want us to do is move that
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number higher to 6 cents in order to compete. The difference between the

two numbers represents approximately $75 to $100 million a year for the
consumer. :

I think it's clear we need to do what!s: best for New Hampshire consumers
especially today, and that is to maintain the generation systems for another

- period of time which guarantees that..ﬁe have lower fates than anybody else

in New England, allows us to expa:nd our industriall‘base ~at-a more
reasonable cost and also assist the local consumer in keeping their electric
rates low. Il take any questions, Mr. Chairman. - :

Senator Bob Odell D. 8
Senator Below?.

Thank you. Questions from the Committee?

" Senator Clifton Beioﬁi;:"D;. 5 . Thanlg you, Mr. Chairman. Senator Clegg,

what's the intent on ling 6 -and 7 of the bill where it talks about the
commission allowing divestiture if it finds that it's in the economic interest of
providing and that it provides for the cost recovery of such divestiture
expansion or- retirement? What's the intent ‘of that in the context of the
overall statute where there’s a clear prescription as to what happens with the
proceeds of the sale? : S LT

Senator Robert Clegg, Jr.. D. 14: Basically...;

Sénator Clifton Below,D. 5 ...and considering that in the stranded cost
recovery charge, we've already got provisions for full cost recovery of either

~ stranded cost or capital cost related...
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Senator Robert Clegg, Jr. D. 14:  ...I'm just restating that they have the
ability to get their stranded cost but the big part of that is that if we find that
it’s not in the consumer’s best interest to maintain the power plants, that we
have PSNH divest them. infain the power p¥

Senator Clifton Below, D. 5: Further question? | .

Senator Bob Odell, D. 8: Fuﬁher question.

Senator Clifton Below, ‘D. 5 So} Why does it talk ,z.iboutpfoviding for cost

recovery here when there’s already been provisions and allowances for that in
the statute? : '

Senator Richard Green, D. 6: If there’s already provisions and you think
it's redundant and not necessary, take it out.



Senator Clifton Below, D. 5: Further question?

Senator Bob Odell, D. 8: Further question.

Senator Clifton Below. D. 5: In the second section of the bill, there's a
provision that once PSNH is no longer supplying transition service,
PSNH shall supply all default service... Are you aware that in the
restructuring principals we had a provision — RSA 374-F:3, V(c), that talks
about default service should be procured through the competitive
market may be administered by individual third parties. It goes on
and talks about some provisions related to default service: If the
commission determines it to be in public interest, the commission may
implement measures to discourage misuse, or long-term use, of default
service. Is it your intent to sort of override that provision in the
restructuring principals...

Senator Robert Clegg, Jr.. D. 14: .1t is my understanding that default
service — if you haven't picked somebody, default service (under the
restructuring) would go to almost anybody. What I'm trying to do is say that
Public Service will be the default service because it's the cheapest rate going.
I'm not trying to stymie competition but ’m trying to protect consumers. If
we can generate power at 4.6 cents and the best competitors can do is 6 zents,
then I'm saying that Public Service remains the default provider unless
someone wants to go elsewhere on their own. ’

Senator Clifton Below, D. 5: Continuing with my question, do you realize
that in doing that what PSNH —it’s not apples to apples, obviously, because
their capital costs have mostly been shifted off as not part of this price but
probably part of the stranded cost recovery charge. So, theyre just
competing, if you will, or just providing based on strictly their operating cost.

Senator Robert Clegg. Jr., D. 14: It's still cheaper in the long-run for the
consumer and I think that it's more important to protect the consumer than
it is a group of investors who think that New Hampshire's right to make
some money.

Senator Clifton Below, D. 5:  Well, I certainly agree with you on that but a
final question is, you're a Republican who doesn't believe in competitive
markets? (laughter)

Senator Robert Clegg. Jr., D. 14: T didn't say I didn’t believe in competitive
markets, but yes, I'm a Republican. (laughter)
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Senator Clifton Below, D. 51 And you don't believe competitive markets in
the instance of power generation?

Senator Robert Clegg, dr.. D. 14: Since we killed the system during
deregulation and forcéd them to sell Seabrook Power Plant with no guarantee
that the state of New Hampshire would be able to obtain any power that they

‘needed from-that plant that’s out on thefrée market, T don’t think we did
_anything good thére, no. Competitive wise, you're telling me that i_t’s good to

- open up theAnfua:rk'et to gouge the customer, that's not competition. ~

- Senator Clifteanelw} D. 5: I.d.id‘n’ﬁ;eay that but .. ﬂaughter)

Seilatof -Rebert-v Cleae:; Jr D. 14: iWerll thaf*s what will happen if we don't
do this. : : T : ‘

Senator Bob QOdell, D. 8: Other questions from the Committee members?
Seeing none, thank you very much, Senator Clegg. ' .

Senator Robert Clege, Jr D. 14: Thank you.

Senator Bob ‘(‘)dell, D.8 Iwilcall ,upen the Honorable Robert Theberge,
State Representative from District 3. . CoE

Representative Robert Theberge, Coos, D. 8: Written testimony handed in
and read. See Attachment A. ' ‘

Senator Bob Odell. D. 8:  Thank you, Representative; Questions from the
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Committee? Seeing none, thank you very much.

Représentat'we Theberge: Thaxik you.

Senator Bob Odell. D. 8: I will call Dan Allegretti, from Constellation. Mr.
Allegretti, welcome to the Committee. SERNINPEL AR

Dan Allegretti. Constellation: Thank you very much, Mr. Chairman. Senator
Below, members of the Committee, just briefly let me mention who the heck
is Constellation. We're a Fortune 500 Company. We're based in Baltimore,
Maryland. We are affiliated with Baltimore Gas and Electric, which is the
nation’s oldest regulated utility and we're affiliated with Constellation New
Energy, which is the leading retail electricity supplier in-the company right
now. We also are the wholesale supplier of full requirements to the Granite
State Electric Company here in New Hampshire as well as a licensed
compstitive supplier. ‘




We're opposed to the legislation and we would actually favor divestiture for
several reasons. We think it accomplishes several important goals and we
thing that there are benefits that outweigh the potential risks.

When I speak of divestiture, I don't necessarily mean that it has to be a sale
to a third party in auction similar to what was done in Seabrook, although
that is the prevailing trend in New England and is certainly a way to
proceed. Proceeding by way of divestiture that requires the transfer of book
value with appropriate regulatory oversight to an affiliate is an alternative
way to proceed that we also believe is acceptable. The fundamental point
though, is that the regulated delivery business should be completely separate
from the unregulated competitive generation business. When a regulated
company owns a generating plant, the investment in that plantis a risk that
1s borne by the rate payer. When a competitive company owns that plant, the
risk is borne by shareholders. It's a lesson we learned and we learned it the
“hard way in New Hampshire with an enormous stranded cost burden. When
investors, not rate payers, take the risk of owning infrastructure, of building
infrastructure and recovering its cost, that risk is a risk where the down-side
~ is borne by the investor who can manage it. Preventing stranded cost in the
future should be a goal and we believe that divestiture helps promote that.

In addition, divestiture avoids any possibility that there can allegations of
self-dealing or favoritism or exerdise of market power as a result of a
regulated company leveraging it’s regulated delivery momnopoly in order to
gain an advantage in the sale of generation and the sale of electricity.

We do not, by any means, accuse Public Service of engaging in any such
conduct but we think it's wise to establish a market structure that prevents
even an allegation of such conduct in the future and that effectively makes it
impossible. Lo

Thirdly, divestiture allows for a rate design that promotes competition. I
have to say, there’s no such thing as a free lunch. I think Senator Below was
on to the very point, which is that if you sell electricity at below market
prices, you're going to pay for it somewhere else. The place where it shows up
is in the stranded cost portion of the bill, either in the deferred expense that
must be recovered or in the loss of an opportunity to lower stranded cost to
pay it off more quickly through sales into the competitive marketplace,

There’s no avoiding the fact that the price of electricity is up right now
because the price of natural gas is up. This is due to a number of factors
including possibility of war in the Middle East, But, hanging on to the
generation assets, keeping them in the regulated company isn’t going to bring
down the price of natural gas. That's a cost that's going to be embedded in
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the price of electricity regardless of what facilities that electricity comes from.
It's a market cost.” It's part of the New England mix. There’s no question
that that fuel cost has to be paid Whea it's up ‘dnd when it's'down. The issue
is one of generation capacity. Right: now there is plenty of competitive
generation capacity “in* New England. =~ We're “able’“to -provide the full

requirements of Granite*State Electric Company by going to'the competitive

forward: contracts’ that we've entered "into and et
“‘énergy-to Granite State.  If prices ‘go- down;" COmpet:
QQnStellation New Energy, will be'in there offering lower prices.

marketplacs, by taking Advantage of competitive pric d offering them to
cistomers. If prices go up-in the future, customiets are protected through

' ommittéd to provide that
titive affiliate,

This is the market structure that's been used ’_i_x'1~'--Mgi_ifﬁe’,'»Mass_achusetts, New

- here to there to complete'the transition along this’

Jersey.” It's been in Maryland. It's besx very succes

sful and we believe that
it's:the appropriate structure for New Hamps ‘We ‘think that this
legislation will impedé the Public Utility Commission s ability to-get from
del; which we believe 1s

~in the best interest of New Hampshire and its rate payers. I'd be happy to
- answer any questions. Thank you: =0 S

. Seabrook. At the time it turned

Senator Bob Odell, D. 8:  Thank y,p;;, Mr. Allegretfi. Questions from the
Committee? Senator Prescott? L

Senator Russell E. Prescott, D. 23: - ¥You ,meﬁtidned that it would cost the

state of New Hampshire divestiture and stranded costs, would: elaborate
upon the failure of the system as it is now? '
Mr. Allegretti:  Well, if you think back on the investment in, for example,
| ottt to be a véry expensive generating plant.
When we moved to competition, there was concern, justifiable concern, on the
part of utilities that if their customers were to leave them, they would be
stuck with generating aséets and no one to sell the electricity to, that the
investment they had-miade would be stranded and that they were entitled to
recovery of that inivestment as part.of the {ransition to a competitive market. -

Well, if you look at what we've got today, we're paying off that stranded cost,
that transition cost if you will, but we're leaving oursélves with a system in
which the utility continues to own the generating facility and the customers.
So, what was the stranded cost for? Why did we structure the bill that way?
By bill I mean the rate payer’s bill.: What we ‘need 'is a structure that

_ completes the transition, that allows'the utility to exist the generating

business and allows future investments in infrastructure and generating

plants to be made by shareholders ‘where if it turns out to be a very expensive

‘plant, abad investment, it's their problem, note the rate payers. ~When you
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allow for the recovery of a stranded cost, you're saying that the rate payer
needs to step up to the plate and make the utility whole for that investment.
Given it was made under a regulated paragon, I think that’s fair and
appropriate but it’s something that we need to get away from in making the
complete transition to a competitive market. Did I answer your question?

Senator Bob Odell, D. 8:  Further questions from the Committee? Senator
Gatsas?

Senator Theodore L. Gatsas, D. 16: Thank you. Mr, Allegretti, can you tell
me what the cost of power is in the state of Maine? Spot market?

Mr. Allegretti: At what location, over what term, for what kind of a
customer? There are so many factors that figure into it. The long-term price
of power on a ten-year contract is going to look very different.than price for
the next hour alone. That’s a function of market volatility in the spot market
and in the forward market. What I can tell you is that there’s a great deal of
generation capacity that's been built in Maine and there are some
transmission bottlenecks getting it out of Maine that actually keep a surplus
of capacity in Maine that long-term forward prices for power in Maine are
lower than they are in New Hampshire and significantly lower than they are
in Boston. To actually quote you a price, I'd need a lot more information but
in general, the long-term price of power in Maine would be somewhat lower
than here because of that excess generating capacity.

Senator Theodore L. Gatsas, D. 16: Follow-up. So, the answer to your
question is, is the power in Maine is probably less expensive?

Mr. Allegretti: Yes.

Senator Theodore L. Gatsas. D. 16: Than it is in New Hampshire?

Mr, Allegretti: It should be.

Senator Theodore L. Gatsas. D. 16:°  So, the bottleneck that happens, what
1s the price of power in Connecticut?

Mr, Allegretti: It depends on where you are in Connecticut. They have the
reverse situation in that their transmission infrastructure doesn’t prevent
generation from getting out, it prevents it from getting in. They have an
inadequate amount of generating capacity in the southwest portion of
Connecticut relative to the demand for electricity there and as a result,
electricity is scarce in southwest Connecticut unless and until additional
infrastructure is built and as a result, we can expect to see higher prices
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~.they have a bottleneck of gettmg the supply outy whlch doesr_ i

particularly in the southwest portlon of the State than we would here in New
Hampshire.

Senator Bob Odell D. 8:
Gatsas?

Other questions for Mr. Allegretti? Senator

Senator Theodore L. Gatsas, D. 16: - So, you would recommend to this Body
that we should eliminate the preservation of low rates for the people in New
Hampshire to open up competition where rates are much lower in Maine but

even come to
New Hampshire? - SR

Mr. Allegretti: Well, 1400 megawatts of it does flow over. the lines out of

- Maine and into the rest of the New. England systeth as well as ‘genération

from Vermont, from Rhode Island, from Western Massachusetts from parts
of Connectlout We're ‘actually forﬁunate here in New Hampshue m ‘that
we're in a region of the gnd that that's not. charactenz' d by d’si
amount of congestion and 8o, the ‘a"'aﬂable dapacity that'can reach’loads here
in New Hampshire is actually quité substantial. In fact,-‘ ¢ ve’ to the total
requirement of the New England - Reglon ‘because the Regmn is ‘somewhat

—-overbuilt at the moment; there’s guite a competltwe market. for providing

generatlon capacity for what we woiuld refer to as the “rest of pool” ‘outside

~ the pockets of Maine and southwest Connectlcut
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We believe there's certamly adequate infrastructure and in fact taking
advantage of the lowest cost plant, whether it-be N '“"gton, ‘Schiller or
whether it be someone else’s plant in ‘Western Massachu ts or in Vermont
or in Rhode Island, the next least expensive plant is the one that should be
providing electricity in any given houri Taking advantage of theeombination
of contracts in the spot and forward market enable usas a portfoho supplier
to do that: Seo, we believe that thetre’s aetuall f;less risk; more rehabﬂlty and
in the long-term, better and more stable pricing avallable from the market
and the rest of pool than would be available from a very hm1ted ‘portfolio-of
fixed resources that are currently held by PSNH.

Senator Theodore L. thsas, D.16: Sol guess the short of that answer is,
is that it's more expensive in Connectlcut'?

Mr Allegretti: Well, it's all about supply and demand anci right now the
supply is short, the price goes up ‘and we can expect in the’ marketplace the
response will be that people will 'see that high price and say that’s a good
place to increase supply. -That's a place to increase by buﬁdmg transmission,
by bulldmg new gereration, by providing responsive demand in that part of
the state to take advantage of those high prices and that supply response, in



turn, brings the price down. That's the effect of the so-called invisible hand of
the marketplace.

Senator Bob Odell, D. 8: Any other questions? Anything else? Any follow-
- ups, Senator?

Senator Theodore L. Gatsas, D. 16: The flow of energy from Maine through
New Hampshire currently costs us money to get it to Connecticut. So it could
cost us much more if we started deregulating and allowing that flow. I'm a
great believer that if it's going to past through this State, it should be a tariff
that we're collecting through this State and not an expense to this State.

Mr. Allegretti: I guess I'm not clear how it is an expense to the State, the
power flows on an integrated transmission system that covers all of New
England, all be it, with certain bottlenecks. Here in New Hampshire we have
the ability to take advantage of most of the marketplace. There certainly is a
limit in terms of what can come out of Maine and there certainly is a cost, a
transmission tariff, where revenues are collected and are paid to the owners
of the transmission lines including Public Service Company of New
Hampshire. So, there is a toll that is charged, in effect, for passage through
New Hampshire. I'm not sure how the movement of electricity through those
lines increases the cost to the State. If anything, it produces transmission
revenues. :

Senator Bob Odell, D. 8:  Any other questions? (turn over tape) Between
Senator Below and me, I think we probably represent 90% or 100% of people -
that are currently served by Connecticut Valley Electric Company, how's that
hand working now?

Mr. Allegretti: Certainly the upper valley is connected to the need pool
transmission system and supply of electricity from around the region are
capable of reaching that portion of the electric grid, so the wholesale
marketplace certainly is available. The issue really comes down to, I think,
the retail market up there and that has more to do with the structure of rates
that are administered by the Public Utilities Commission and the overall
investments that are made by the utilities serving the region.

Senator Bob Odell. D. 8:  Senator Below and I are cosponsors of legislation
to enable Public Service of New Hampshire to purchase the assets and
provide the service to about 10,000 households in that region. Through the
process, those of us that didn't know much about electricity came to learn a
little bit about the cost of electricity and learn a little about abuse that’s been
going on for 10 or 12 years in terms of the fact that we're paying inward in
the high electric rates in comparison of the rest of New England and
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particularly in comparison of the rest of the State — the highest of the State.

And by being purchased by Public Service of New Hampshire, they will be
able to provide that service at a substantial cost reduction beginning January
1, 2004. One of the reasons that this transaction is very popular to a group of
people in an area of the State where we've paying this d1sproport10nate price
for power, is the fact that there's sort of a longevity to the lower pricing that

- is predictable by the mix-production or generating facilities that are now

currently in the hands of Public Service of New Hampslm‘e

: What youre presentmg in opposxtlon to Senator Clegg’s bﬂl seems to take

away some of the advantages that that area ‘might have in terms of catching

Coup w1th lower prices for some permd of time.

_price” by. taking advantage of. competmve‘ i
~Serv1ce Company, of New Hampshue ha

Mr Allesretm We]l I got to warn you aga.m about the free Tunch. To.the
extent that lower cost power will now be avaﬂable to the upper valley, that's
a good thmg I would think that in lookmg for, lower cost power, youwd want
to look not just to one company that owns some power plants but you'd want
to throw it open to the marketplace and say 1 who's got the cheapest‘? Who's got
the best pmce? That always is the better.route togo to get the best possible

ces. .To the: extent that Public

vme ablhty to charge a-cost to
some of their other rate payers and prov1de a savings ‘to the upper valley,
that may beneﬁt your constituents but I don’t know that that’s good policy for

the State.
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Senator Bob Odell, D. 8:

I th_mk to the extent that your constltuents are glven access “to the

-marketplace to get the best price available ‘out there, that's good for your

constituents and for the rest of the State. To the extent that they want long-
term price stability, contracts are available in the longer-term They can
certainly put that load out to bid for'2 years, 3 years, 4 years, § yea:cs or some
combmatlon of 1ong term or short-term contracts.  Thete are a. Iot .of good

-ways to structure ‘a portfoho to supply and certamly leavmg it to the utility

and the ,Utﬂlty Commission to come up w1th the best solution Would be my
recommendatlon ' : , ,

Thank you very much. Any oth‘er guestions?
Thank you for your testimony. '

Mr. Alleg_gett My pleasure.

Senator Bob Odell D. 8 I wﬂl now call Jim Rodier?

J1m Rocher, Freedom . Energy:  Written test1mony handed in. See
Attachment B.
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My name is Jim Rodier. I'm here representing Freedom Energy, today. Just
a very quick background, we started to work on this in 1994. We actually
had a Supreme Court case in 1996 that said there weren't any monopoly
franchises but to bring you up to date, our activity — we sell in Maine, New
Hampshire and Massachusetts. (Begins reading from written testimony)

Senator Bob Odell, D. 8: Thank you for your testimony. Any questions
from the Committee? Senator Prescott? '

Senator Russell E. Prescott, D. 23: We're a Granite State Electric customer
and my neighbor is a Public Service Company of New Hampshire customer,

Mr. Rodier: What town are you in, Sir?

Senator Russell E. Prescott, D, 23:  Kingston.

Mr, Rodier: Okay.

Senator Russell E. Prescott. D. 23: I have suggested language be any
customer staving with Granite State Flectric shall be eligible for a
credit equal to the cost difference between PSNH and Granite State.
That's what we think — what I think what we’re here for is to keep cost down.

Mr. Rodier: I agree.

;o

Senator Russell E. Prescott, D. 23: PSNH is down and Granite State is up.

Mr. Rodier: Again, my credit doesn’t change Public Service's bill because I'm
sensitive to where the Committee’'s coming from. Are you saying that
Granite State’s rates are higher than Public Service’s are right now?

(Senator Prescott nods his head)

Mr. Rodier: Ireally — one of the things though is that — one of the things is if
you lock at Granite State’s rates, the stranded cost is maybe a cent, that's
going to be paid off in just a few more years. Public Service is like 3 cents —
now that’s going to go down over time but it's hard to —~ Granite State’s
transition price is higher but PSNH'’s stranded cost recovery, on the other
hand, is high. One thing to have a high transition price is at least you get a
chance to not pay it. You know what I mean? If you can find a supply that's
less. If it's in the stranded cost, there’s not way of bypassing it but again, I
have no - the Public Service, you know, keeping those plants, I think they're
capable of running them well, ete. If that's the wisdom of the Committee, I
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re_spec’cfully request that we try to build some other mechanism into our
model that would ‘allow ‘some choice and possibility of savings for the larger
customers.__ o : ' T T

Senatdr Russell B, Prescoft. D, 23: ‘Follow-up?

: Senator Bob Odell, D. 8: Follow-up.

Senator Russell E. Préscott! D. 28:

" Then how would the — explain again

how this amendment would be effective to lowering rates?

Mr. Rodier: Well, it’s not going to affect — if somebody doesn’t choose to go to
a competitive supplier, it doesn’t apply. It's only for, you know, pick a large
customer, I won't name one but if they leave, they would ‘get this credit and
the credit is equal to the valus of the power that Public Service no longer has
to buy for them. Or, if the ciistomer leaves and ‘they’re stuck with excess
power, we would have to compute what is the value that they get when they
sell it into the wholesale market, which right now is a lot’of money. So, it's

not going to affect anybody’s bill at all that d'o'gsn’t'chqqse.‘ It’s only if you
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“decide to go, you're going to get a cr
avoided'cost. I'think we = is that wonderful? “No,'bu
- from a competitive choice point of viéw,’a for

flects “PSNH : savings or
P think that would be,

; ; It's & legitimate
comparison of apples to apples; what Publi¢ Service hasto pay on the open-

‘market for that power and what we have to pay on the 6pen-market for that

power. It could result in savings for some of the instifiitions and the big
employers that we really rely on. :

Senator Bob Odell, D. &:

e Anymore »questidn:s»? Than]i”you very for your

Mr. Rodier: Pleasure. Thank you. -

Senator Bob Odell, D. 8: TI'llcall Gary Long? Welcome, Mr. Long.

G‘ar?“Long..Presiglent, Public- Se?ﬁce»_ Com;panv of ’-Nevg\H'z_imDshire: Thank
you, Senator. Tharnk you for thé opportunity £o'speak with you. I'm Gary

Long. P'm the President’ of Public Service Comparny of New Hampshire. We

ate supportive of the bill as written and for some very basic reasons. I think

‘the first is the méntion “already, is it has a huge economic impact on

‘consumers. Senator Clegg mentioned $75 to $100 million: If we were
charging what .suppliers estimate as the market rate today’ that the
Commission ruled against instead of our cost for service, our customers
should be paying about $100 million more this year than by taking power
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from PSNH’s power plants. I heard the number $75 to $100. That’s a
reasonable range.

That's the sort of economic impact that is created by this bill. In other words,
by passing this bill and by using PSNH's existing generation under state
regulated control for the benefit of our customers, has an economic impact of
$75 to $100 million. So, thisis a very, very important decision.

When we first settled our restructuring issues and implemented, we agreed
to and fully expected and we are prepared to divest our generation plant.
One thing I want to make very clear is that PSNH has an open system. We
are one of only sixteen states in the nation that have an open system. We
don't want to change that. We do not want to go back to the old model. We
want to continue with an open systam. We want to continue with customers
having a choice of energy suppliers. I want to make it very clear that we are
not trying to turn the clock back in any way.

What we have is some generation, we have a very unique model in that this
state controls that generation. It is the only state in New England where
that is the case. It is what happened, but it is a jam. Itis a huge economic
value to customers. I think to keep the New Hampshire advantage, PSNH
should retain generation so long as it is economic for customers.

Senator Below asked the question about there is some retirement and other
words in there. Public Service Company supports the bill as written. When
we first had ...(inaudible)... we expected to divest so no one even talked about
retirement of the plant. These plants are old plants. Merrimack One was
built in 1960. The Schiller plants were both in the 50’s. We are not sure how
many years they can run.

The settlement agreement doesn’t really address the situation where you are
retiring plants. So that's why I think the cost recovery words are very
important to PSNH. We want to be in a situation where the situation is
defined and where these plants are used to the economic benefit of customers.

Also, there is the word may expand. I know some of you are probably aware
that we would like to put a new boiler at Schiller for the purpose of burning
wood on an economic basis so that we can address a very severe issue on the
forest products industry and the forestry industry in New Hampshire. We
think words like expand, if it is in the interest of customers and if the PUC
approves it, has the right balance of checks and controls.

I also, want to address the issue of stranded costs, Our existing generation
that we are talking about and is addressed in this bill, there are no stranded
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~ costs associated with this generation. All of the costs, the capitol costs,

property taxes, overhead costs, labor costs, fuel costs, everything-is in that
4,67 cent cost that the Commission found and that we are currently billing
customers. There is no other stranded cost. -No other charge. So, that gives
you an indication of how economic it is: “4.67 cents is our total cost, including
suppleinental purchases we have to make on the market comipared to a price
of 6 cents or more that was advocated by suppliers. T will tell yoii, in the last
three days, the day time price has been 10 to 15 cents a kilowatt hour. So, we .
feel that thank goodness our power plants have been running during this cold

spell. -It is' going to be to the great econoniic bénefit of our customers.

Seheitdf Gatsas was aéking about the Stdte of MameI can tell jzou that the

residential transition sérvice price for Maine last month; I'm not sure what it

is today, was 4.95 cents per kilowatt hour versus our residential of4.6. The

reports that come out of Maine ate that they expect a 20 to 30% increase. I'm
watching that. I want to see what really happeéns there. I'can tell you that

. their market prices for their zone has been in the same ballpark as everyone

else of 10 to-15 ‘cents the last few days. So; to give you a-little bit of

- information, Senator, on your question about Maine..». . "%

‘The theories that Mr. Allegretti has spoken to-are I gueS‘é: ﬁ:é{ej‘avu.- ‘We have

heard them many times.- We heard them when Enron:was here. - We have
heard them before California deregulated. They are very interesting
theories, but I'm not really here to talk about theories.: I really want to talk

‘about facts. We have learned a lot. since this whole restructiiring thing

started.” The theories are not playing out’as people have anticipated. There
has been some good created. I think one of the good is that theré have been 2
lot of power plants built ini New Fnglatid. ‘They all happen to be'gas and they
all happen to be in an upward spiral right now, But, I'mnot here to talk
about theories. I really want to talk about just raw economics.

New Hampshire has an édvéhtége. The state of Néw»’Hvampshhje regulates

this generation. Once you give that up, once you diiie's'f,v"’slié"':s“’caﬁé ‘of out of the
piéture and you lost control forever.- The economics are just go overwhelming.

* The idea of PSNH needing to sell our power plants to facilitate competition is
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just not correct. As Representative Theiberge said, PSNH only owns 4% of
the generation in New England. We only own 4% of all the generation that's
in New England. If we were to sell our power plants, there would be no
appreciable’impact on New England markets. Tt is just too small. New
England has nearly 50% reserve margin now. There would be no appreciable
change in the market. There would be a 3100 million impéct on consumers.

So, if you weigh PSNH has market power with PSNH does not have market
power. As a regulated compamy, you can’t have market power. Our
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regulators oversee us. We are in there every six months. We are in there
showing the data that those units are only used for one purpose — to serve our
customers. So, I think the whole concept of selling power plants that you
don’t have market power is a theory that just doesn’t play out indicates that
PSNH ‘cause we have such little generation in all of New England.

Another thing is about 70%, 69% of generation in New Hampshire, is not
state regulated, is not owned by PSNH. So, we are talking about generation
that is about 31% of what's in New Hampshire,

This generation, as [ said, the costs is under four cents, but when you include
purchases that we have to make on the market, we don’t quite have enough
generation to serve all of our load. The all in cost is 4.67 cents per kilowatt
hour. Why is PSNH's cost so low? One of the reasons is that the plants are
old and highly depreciated.. The.other main reason is that it is more
significant if we have an incredible fuel mix, a fuel diversity, that is a jam
under state control that once you give it up, you lose it. We have 85% of our
power is coal; another 17% can burn coal or oil; we have another 35% that can
burn oil or gas. Coal is incredibly stable price, incredibly stable. When gas
prices go up 400 or 500% as they have recently, coal prices hardly change at
all. So, it is a huge head, this huge insurance policy for consumers to be able
to have that power dedicated to consumers.

Mr. Rodier mentioned that Freedom has been successful in creating some
savings for a customer. I think that is terrific and I would like to see more of
that happen, but not at the expense of raising rates to customers. If anybody
out there can beat the rate, the 4.67, I'm thrilled. I'm thrilled because the
customers are better off and because we don't have to buy as much power.
So, we agreed to have an open system; we agree with the idea of having
competition. We do not agree with the idea of raising rates so that you can
have more players make money in New Hampshire.

I guess I will leave it at that. I think the bill, as written, works quite well, It
puts matters in the hands of an overseeing body, the Public Utilities
Commission. It defines what is currently an ambiguous situation that is very
difficult for us to tell customers what to expect for rates in the future. This
ambiguous situation makes it very hard for us to understand how we...
Should we manage our power plants? Should we sell them? Or, should we
manage our power plants so they will run? There are two different
philosophies there and we certainly would like this bill to pass to clear up the
ambiguity.

Senator Bob Odell. D. 8: Senator Gatsas?
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Senator Theodore L. Gatsas, D, 16: . . Thank you, Mr. Chairman. Good
afternoon, Mr. Lon‘g. e : By

“Mr. Long: Good afternoon, Senator.

Senator TAhebodore L. Gatsas, D. 16: What a difference two years makes.

Mr. Long: AsI told you, you were right the first time.

Senator Theodore L. Gatsas, D. 16: T thought that we were going to be
sitting heré and talking about buckets again: S :

Mr. Long: Well, we're passed that.

Senator Theodore L. Gatsas, D.:16: No, we aren’t becauseVI assume you
probably know that Senator Below also has a sister bill that is very similar to

this. If not, T'm sure you will know.

Mr. Long: Tt doesn’t address some of the issttes théf; this addresses for us.

- Senator Theodore L;'Gatsas. D. 16: Can yoube moré specific?

Mz, Long: This bill, as this is written; it gets to what I think is the ultimate
question. Transition service 1s temporary and what do you do when
transition service is over? I think we have learned enotigh in the last two or
three years to answer that question. What this bill says is that default
service will be provided through PSNH's power plant.: So, it defines what our
new model is and defines it very clearly. It doest’t leave any questions open.
Tt is not just changing a date that we are here next year. As a person who
manages power plants, I don’t know ‘what to do.- I don’t know if 1 should
manage them so that they are winding down to be sold or we should manage
them so they can run for a while. . ' '

So, this bill answers the queStions and the other bill, from what I have seen,
doesn’t answer the questions. ’ ’ '

Senator Theodore L. Gatsas, D. 16: . Followup? IfI was right, as you said I
was, two years ago, then why wouldn’t I be right again this year?

Mr. Long: Well, I think you were right in being one of the main movers on
having divestiture delayed. I think there was some discussion then whether
it should be permanent or temporary and, at that point, we said it should be
temporary. You might have argued it should be permanent. We were all
making an adjustment at that time ‘cause we were all prepared to sell the
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power plant. I think now, I would say, you are probably right. . We would
have made it permanent back then. I think it should be made stabilized now
and defined rather than left open. Every two years it is... We are taking a
gamble that we will put some money in the plants so they will operate for the
long term, but, is that what we should do or should we just let them wind
down and try to sell them? -

Senator Theodore L. Gatsas, D. 16: I don't think I'm prepared to tell PSNH
what they should do.

Mr. Long: Well, you do by policy. You do by setting the law.

Senator Theodore L. Gatsas, D. 16: I agree. I think that I was right two
years ago to take a look at this position that we are in today and I think the
same decision should be open for us to look at it again in two years because
maybe the spot market at that time might be three cents and maybe the four
point seven that you are quoting us now won't be a fair market. And, maybe
it’s going to be ten cents on a regular basis and maybe we may say we should
extend this for another five years.

Mr. Long: That just continues to put-it in a period of unknown and, as I said,
not well-defined and no one knowing how they should proceed, customers not
knowing what to expect for rates, the PUC not knowing how they should
‘regulate us, us not knowing how to manage a power plant.

If the prices go down to three cents, this bill says, if it becomes economic,
then we go to the PUC and say it is time to do something, time to close the
plants down, it’s time to sell them. So, this bill already answers that
question. If the market changes, I think the Public Utilities Commission is
quite capable of presenting information to them and saying, “Okay, divest if
you think there is a market” or “They are old plants, shut them down”.

You don't need to look at it every two years because this sets the standard of
economics for customers and I think it is a good standard.

Senator Bob Odell, D. 8: Any other questions from the Committes?
Senator Below?

Senator Clifton Below, D, 5; Thank you, Mr. Chairman. Good afternoon,
Gary. .

Mr. Long: Good afternoon, Senator.
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Senator Clifton Below, D. 8:  T'm a little confused about a couple of things.
Line 4 talks about the'sdle not taking place during the transition service
period defined in RSA 359-B3, IV (b)(L)(B). When I look at that, IV(R)(L)(B)
there is a small Roman I, small Roman I and a small Roman 11T, and I don’t

_ on. There is reference
to transition service twenty-four months after initial'Service'end date. But,
we're almost to that point right now and I dor’t think that's your intent -

your intent, Senator Clegg’s intent. . - -

I guess what your intent is and I think you should take a ioqk at how that
actually ...(inaudible)..off. " -~ ¥ T

Mr, Long: I pulled this off the website. I probably did look at that reference.
1 will look at it again and we can get back to seé whether we confirm it is an

appi;op'riéte reference.

I'think you asked earlier the question, does this section supercede some other
section? Transition service is mentioned probably thrée or four, six different
places and 1 would view that this does supettede othersections, just like
when it was defined two years ago, it superceded earlier sections. But, 1
would be very happy to check that referénce and have our lawyers and myself
look at it to see if we think it does what we thought it did, we think it does. It .

defines how we move forward in the future.

Senator Clifton Below, D. 5: Purther questfaﬁ?

: Senavtorv Bob Odell D. 8; Further question.
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Senator Clifton Below. D. 5:  In thé next paragraph, it says subsequent to
this period. 1 takeit you're thinking this ‘period is somethinig longer than
May of this year, April of this year., But, it is somé longer period. I¢'s still not
clear to me what the period is, but assuming it is a couple more years further
out or something or indefinite, whatéver it is. Subsequent to this period,
PSNH may expand its generation assets and so forth. Does that mean PSNH
can expand its generation assets through that date? Might it be interpreted
that way? One of the thirgs that you wanted to-get ‘some language, you
might want to expand. T'm just reading that and I think the plain‘language
is just... It talks about after that date you could expand if the Commission
provides the cost recovery of such expansion. :

Mr. Long: Let me tell you how I read this and I understand your point. I
understand your point, particularly. As I mentioned, I think we are going to
be talking to more people about, if the economics work out, perhaps wood for



19

fuel and we have to look at schedules and see how that works given what you
just said, if there a restriction before that time.

But, the way I read this is, there was a concept last time that said, and in
current law, that says during transition service, you can't do anything with
your generation. You have to use your generation to serve load. The way |
read this, it’s still there. That requirement is still there.

I don't care if transition. I shouldn’t say I don’t care, but I should care it is
not so critical that transition service last for one more year or five more
years. Right now, transition service periods for different utilities varies a
little bit and I think, at some point, we need to get past transition service and
just put that term behind us and get to the subsequent period. And, the way
I read subsequent period, that's really the period when transition service no
longer exists and we are in what is called default service. I view that default
service would continue to use our generation to provide default service, which
will probably be for more of the customers, certainly I think, for most
residential and small customers. But, once we get past this kind of
moratorium that we can’t divest, then as we go out in time, and we have to do
- what Senator Gatsas implied, which is, as circumstances change, we may
have to go back to the Commission and say circumstances changed. But, if it
continues to be that this is highly economic for customers, then we continue
. to serve customers from that generation, as long as it is running,

The only thing that I want to think more about is what you said. Is that date
2006 and do we have some kind of an expansion for wood power before that
date and does it work well with that? Maybe we don't have a problem, but we
would certainly like to look at that.

Senator Clifton Below, D. 5:  Another question. In the default service ares,
you had expressed the hope that you would, that the intent of this is that
PSNH would use its generation to provide that default service, Again, I'ma
little concerned about the construction of this sentence and whether it
matches your intent because the question is, do you always want to be the
default service provider overwriting the provision and the restructuring
principle, allowing the possibility that default service could be procured
through some competitive means? Do you just want to be the default service
provider as long as you don’t have a significant number of generation assets?

Mz, Long: Maybe the definitions... I think of the concept and I know you are
very familiar with this. Provider of last resort, which is... You can think of it
as default power, but the concept of provider of last resort. 1 know you do,
but you don’t understand it well. I think that forever and ever that provider
of last resort has to be a state-regulated entity. I think that the very nature
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of provider of last resort is because no one else has served a customer and
people cannot be without electricity. It’s unlike any other market. People
cannot be without electricity. You can'’t Just let them be victims of whatever
the market price is bécause the market” price can zoom. I mean, that’s why
Cahforma had then* problems and Why New England has to have pnce caps.

So, PSNH is always going to be the prov1der of last resort. Granite State
Electric is always going to be the provider of last resort, as is the Coop and
other utlhtles The questmn is, how ‘do’ ¥ ou do that’? Ifwe have to be the

econormcs' are over\w.rhelmmsfr “for our customeré to use the assets in New
Hampshue that the state controls for default servme _

So, yes, PSNH is a suppher elther way One says you dont have assets one
says you do. o

Any other questlons‘? Seemg nione, thank you very
riuch Mr. Long for being here:” We- have three’ addltmnal speakers My
apologies to those that -are waiting for thelast bill® Were gemg to take up
today, that we are running about fifty minutes late. So; we'will try to catch

up a little bit here. I will next call on Mark Dean for New Hampshire

Electmc Coop.

- Attorrney Mark Dean: Thank you and I'll try to help you' af;ch up.: My name

is Mark Dean. Iam a lawyer with the law firm of Devine, Millishet & Branch
and I represent the New Hampshire Rlectric Cooperatwe and, for about
ﬁfteen y ears, I have Teen follovvmg Gary Long in these types of hearmgs

3 Today, I have mdmated ne1ther qupportmg 01' opposmg the ‘bﬂl I really have

a clanﬁcatmn issue with the “bill” and ‘then “maybé ‘some unsolicited -
observatlons from a chent who' has been in the wholesale market place,
maybe in a dlfferent manner than anyone eIse in the room .

The clar1ﬁcat10n is in the thlrd lme in Roman number II and it has to do with
the word expand. Ifthe word medns it is- talking about the Schiller plant and
wood burning, then it really is quite specific to PSNH. It doesn’t really have
anything to do with the other utilities and I need no further clarification. My
first” readmg of it, I frankly presumed it meant that sub;ect to Commission

.approval it is was in the economic mterest of PSNH customers that PSNH

‘mightbeina pos:d:mn to either acqm_re or construct new generatmn facilities.
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Quite frankly, having represented my client in the wholesale market place, 1
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can certainly envision situations where you might consider that desirable and
if, in any way, the state were- going to take this policy step that opens that
door, that possibility that there be future acquisitions or constructions of
generating facilities by utilities, then I think it should be decided in a mansier
that basically deals with all the utilities and it wouldn’t be PSNH specific.
So, I take comfort from Gary's description of what was the thinking there, but
I do think the word expand doesn’t really Limit it to the narrow subject that
was discussed. Again, I think my client would be interested in seeing some
flexibility in the future as well.

And, I guess the only other thing I would like to add 1s, whether this will be
comfort to you or not, is the Cooperative is out in the wholesale market place.
It is different than all the other utilities at this point. Neither its distribution
charges, nor its what used to be called transition service, are regulated by the
PUC. There is no end date to that service. It is open to competition. The
Coop has been out in the wholesale market place buying different forms of
power supply, as Mr. Allegretti was discussing and I can tell you that that
market place does function. You can supply all the requirement needs of
electric customers in that market place. I can also tell you it's not a pretty or
comfortable place to be some days. The Cooperative has entered contracts.

We have a four-year contract, which is pretty much comaparable, slightly
higher on average, that what PSNH is able to provide to its customers using
its own facilities. That sald, we entered it with a large national corporation
which, within months of entering the contract, defaulted on its financing
obligations. We had to terminate the contract, go out and replace it. We now
believe we have essentially made our customers whole through the contract
provisions. But, that is a market place where, on any given day, it is very
difficult to make reasoned decisions about what the market is going to look
like in the future. Do you go short? Do you go long? To some extent, you
really are trading when you talk about the divestiture issue. You are trading
the risks of, if you hold onto the plants, New Hampshire risks. How do the
plants actually operate? Versus the risks outside of New Hampshire, which

~ is what's affecting the broader price of electricity.

So, I think it is really pointing to Senator Gatsas’ issue of what's it going to
be two years from now? The answer is, whatever answer you give is going to
be wrong. You just don’t know what it is going-to be. Whichever way you go
on this decision, you may feel you are a genius or slapping yourself in the
head, depending on what happens in the market place. The hand of Adam
Smith a couple times I felt come right up side my head. So, that is something
to both be aware of and, at the same time, there are opportunities.
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Senator Bob_Odell, D. 8: Thank .you, Mr, Dean, for your testimony.
Questions from the Committee? Thank you agam I will call on Michael
Gxalmo Welcome to the Commlﬁtee ‘

Achhael Glalmo Thank you It is nice to be here Unhke most of the others

who came before you;, Tiam going to keep my" “comments based on policy. But,
“as a form -of introduction, ‘good” afternoon Mr. Chairman: and Sendtors, my

Senate bill. -

namndie is Michael Giaimo. I am Vicé: Presxdent of the ‘Business & Industry
Association and responsible for Energy Affairs with ‘the  Association and I
appreciate the opportumty to come before you to dlscuss thls mportant

The BIA supports SB 170. Why? Well; the answer is s1mple The bill will

insure low prices.and stable rates well info the future for'a large portion of
the electrmlty consumers in the state s

3 Today, the busmess commumty feels that given the economicclimate, the

most important thing in the energy arena is low rates and the BIA believes
that thig’ Ieglslamon wﬂl ach1eve that objectlve R

- This bﬂl requires PSNH 1o use its ex1stmo self owned foss:l and hydro power

plants to supply power to their customiérs who'do not choose an alternative
energy supplier. This will result in’ ‘PSNH'’s consumers ‘getting lower cost

‘while staying protected from the: volatlhty and mstabﬂlty whlch is

~‘charactenstlc of today s electrlcxty market.

Stated s1mp1y, the BIA believes that thls bill- makes sense. .It protects
PSNH’s - customers from price spikes and volatlhty and “the -facts that

- gurround us “today make supporting this an easy decision. The facts that
make this an easy ‘decision include: - there are only a handful of retail
“customers in New. Hampshlre that have taken enérgy’ “from’an alternative

energy suppher, nany companies tha are in "the mdustry that hé.ve purchase

“or built power “plants or tra&ed ‘energy have e1ther “folded or experience

financial difficulty and, energy cost volatﬂlty could last indefinitely or at least

4 untll stability is reached in the M1dd1e East

Appendix A

All of these factors coupled with PSNH’S ability to produce power from a
diverse and low cost fuel mix, which has helped and should continue to help
keep customer energy rates low and stable is Why the BIA supports this bill.

We are conﬁdent that PSNH’s assertions that they wﬂl be able to provide
stable and low rates into the future are accurate, condmoned upon their
ability to insure that they are able to retain their power plants. The fact that
PSNH’s plants operate on low-cost energy gives PSNH the ability to produce
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below market and, so long as PSNH retains their plants, that benefit will be
passed on to their customers, who represent 70% of the state’s consumers.
‘The state and its businesses and citizens should be afforded the benefit of
PSNH’s low cost production and the low rates that are attached to it.

We are confident that when the state regulators evaluate the economics and
the customer benefits associated with PSNH’s power plants, that it will come
to the conclusion that they should be able to retain their power plants, at
least in the short term. It is important to remember that, at the end of
transition service, the Public Utilities Commission will protect the public
regarding divestiture, expansion or retirement of the plants and will
determine the appropriate next steps for PSNH's existing assets, giving
consideration to the public interest. If the PUC determines that a sale would
be appropriate, they would require that the plants be sold at a good price and
the customers will be protected. It is also important to note that the PUC
will continue to oversee and regulate PSNH's decisions regarding its power
plants.

The fact that PSNH’s rates are low is not the per se death of competition in
New Hampshire. Rather, it just means that competitive suppliers will have a
low rate to compete against. As far as the BIA is concerned, the alternative
of PSNH being forced to sell their plants, resulting in higher rates, just on
the off chance that there will be competition, is not an alternative at all.
Forcing PSNH to sell the plants, increasing costs is a big risk without any
guaranteed savings during tough economic times.

The final point [ would like to make and bring to your attention is this, If
you require PSNH to sell its plants now, then there is no turning back. A
forced sale is irrevocable. If forced to sell, there is no guarantee that the low
cost power produced in New Hampshire will actually be used by customers in
the state, nor is there any guarantee that the citizens will be pay as low a
price as they would if PSNH had retained their assets.

The BIA’s end objective is low cost for our members.

I appreciate the opportunity to be heard on this and I will take any questions.
Please see Attachment C. |

Senator Bob Odell, D. 8: Thank you very much. Questions from the

Committee? Seeing none, thank you very much for your participation. I will
now call on Michael Holmes of the Office of Consumer Advocate.
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Attorney Michael Holmes: Thank you and godd afternoon.” I am Michael

' Holmes from the’ Officé of Consimer Advocate. It'is a state agency, a small

-state agency It represents the mterests of remdentlal customers

‘ concerned about that la uage

the “highest’ bidder ‘without, ‘without’ rany”compe ion to New England

I guessI Would hke to start by saylng that I supported restru_etumng for years
and I'still support restricturing'and I don t ‘want’ a"" thing I'say heré today to
mlslead you The Leg1 six ye: ition had failed

‘sée’ ue ‘dois go
tif we go back
t6 a]low PSNH
g those assets,
‘ So I am

back there cause 1 d
there I am csncerne

the ratepayers would :

he hook for 1t ]

Havmg sald that 1 stﬂl thmk that somethm has to be done to give PSNH
some direction and fo’ allow. PSNH to have s some conﬁdence m hangmg on to
its assets for some permd of time.” I'm not sure what that period of time is.
The problem is that I dont tthk that We can bet at least for the foreseeable

e"that 18 gomc'

customers for making that transition. That's just % fhe last few months.

In the last two &ears basically, -the nee&s' of ISO have staggered from one
crisis to another. A lot of it has to do with FERK. Now, FERK, five months

- ago, was saying everybody in the country had to operate ‘under the same

rules, the exact same rules. It didn't matter what your cucumstances were,
what your grid looked like. Everybody had the same rules. Three months
ago they changed that. Now they are going to look at regional differences,

- only because a lot of- members of Congress got into the’ dct and asked them

Appendix A

why it ‘was that they were going to be forcing reglons in .one part of the
country to live with rules that worked appropriately in ‘another part of the
country, but not necessarily every place.
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So, these are the kind of realities that I think we have come up against in
trying to get to where we were headed when we deregulated. I think it is just
going to take time to work these things out. You can’t even be sure that we
have worked out all the potential from manipulating power markets. From
some of the things we saw last summer, it seems pretty clear to me that there
was some manipulation, although you will find that all the folks involved are
going to deny that. So, with these things going on, I think that we do need to
give Public Service Company some assurances and put some money in so that
it can hang onto these for some reasonable period of time until we are
assured that we have a level playing field out there, that we have generation
being developed, that we have a good fuel mix in the region. Until those
things happen, I think it makes sense to hang onto these. When that’s going
to be and how we are going to determine is something that I think now isa
good time for you to start looking at.

Senator Bob Odell, D. 8: Thank you very much for your testimony.
Questions from the Committee members? Seeing none, thank you very much.
Our last speaker, I believe, is Gary Epler from the Public Utilities
Commission. Welcome to the Committee.

Attorney Gary Epler: Thank you, Mr. Chairman. Senator and members of
the Committee, my name is Gary Epler; [ am general counsel for the Public
Utilities Commission. The Commission does not take a position on this bill at
this time. We are happy to provide the Committee with any technical
assistance that it requires. I do have a number of technical questions and
some points I would like to raise with respect to some of the language in ‘the
bill and I would also be happy to answer any questions.

The first kind of technical issue is similar to a question that was raised by
Senator Below earlier and it is whether or not the intent of this, of the
provisions with respect to default service and transition service, are to
override language that currently exists in 374-F:3, I believe it is Roman IV,

with respect to default service and transition service being provided by the .

market at some period of time. If that’s the case, I think it would help to
maybe clarify that point.

There is also a question about the use of language in line 4 of Roman
numeral II in the proposed bill that talks about the economic interest of retail
customers.  Currently there is a provision in RSA 374:30 where the
Commission has to give its approval for any sale or transfer of a utility plant
and that is under a public good standard. The quéstion the Commission has
is, is this economic interest of retail customers appears to be a new standard
and if it was in the interest of the Senate to provide us with some guidance as
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to how that would be applied, that might be helpful and how it compares in
contrast, to a pubhc good standard o

There are a number of factors that a pubhc good standard as I think a

broader stahdard, takes into account as compared to an economm test which
may be v1ewed as more narrow. o :

There is also some. questlon as to the mclusmn of the term expands I think a
~-number of other speakers have brought attention to that. ‘While I won't raise
the issue ‘of whéther or not it would be in'the intérest to }PSNH expand
its generatmg assets, there isa questmn however, if they  to come to the
Commission for approval of expansion;“in’ ‘other’ words, to either refurbish or
to build ‘4 new plant, if that is'what is’ contemplated here. ‘Then there is a
requirement in the statute that that plant be used to prowde default service.
The question is whether or not that creates a certain nght_ in the company

- such thatif the term, if the requirement for them to provide default service in
-the future were to change whether of not they would have'a cross ¢laim on
*that expainded generatmn ‘portion. - So, I think, if the , 'gmlature is in a
position to allow expansion, it should clanfy whether or ot theré can be any
expectation of a future stranded cost recovery on that expanded plant if the

situation and the requirement to prov1de clefault serwce were to change

Those are techmcal issues. I am avaﬂable for any quesmons

Senator Bob Odell, D. 8: Thank you for your tesmmony Questlons from
Committee members? - Seemg none, thank you very much. Are there any
other people who wish to speak on this partmular 1ssue"’ Yes

Lisa Shapiro: Thank you, Senator Odell My name is Dr. Lisa Shapiro. Tam
Chief Economist for Gallagher, Callahan & Gartrell : we. represent
Gramte State Electmcal Company 1 haﬁ not planned on testxfymg today, but

* a number of questlons raised by other par’eles I just wanted to fnalke myself
avallable to Work w1th the Commlttee ifyou choose to ﬁne tune ‘the bill,

We have smcnlar questlons about What Mark Dean ralsed for the Coop and
how it would apply to Granite State. Electric. Unlike the Coop, which is
unregulated by the PUC, Granite State Electric is. Our transition service
ends in 2006. We would certainly hope that the market woulcl become more
competitive by then and we would have many optmns for our customers. If
PSNH is taken out of the market, that has 1mphcat10ns for what the state of
the market is likely to be like here.” That may be overall’; a good benefit for
PSNH customers, but we want to ‘make stre that the 39, 000 customers in
Charlestown, Lebanon and Salem and Pelham and throughout those two
parts of the state, that we can procure a default service or whatever the state
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policy will be to make sure that we can get the lowest rates for our customers
as well. - ‘

So, we could be looking for clarity on how the default service should be
applied; whether or not there is enough flexibility in the current statute.
Perhaps we don't need a legislative solution. Perhaps the flexibility within
the Granite State Electric settlement and the existing statutes, we can just
work with the PUC on what to do post 2006. We are taking a look at that
right now because I certainly wouldn’t want a situation where we do
something that secures low cost power for one part of the state, especially if it
is Granite State Electric was the first utility to go to deregulation, worked
very hard for lower rates. In fact, when it divested itself of all its plants, it
made sure that there was a seven-year period to buy back the power. We had
to fight the Enrons and the competitive suppliers because they dida’t want
that. Ultimately, this Legislature, in their wisdom, expanded the transition
service and we were able to offer comparable rates to PSNH when you look at
the total. So, we are looking forward to making sure there is flexibility going
forward for those customers as well.

Senator Bob Odell. D. 8: Thank you very much for your testimony. Are
there any questions from Committee members? Seeing none, thank you very
much. Any other individual who cares to speak that hasn’t spoken before?
Does anyone who has spoken before wish to speak again? Seeing none, I will
close the public hearing on SB 170.

Hearing concluded at 5:05 p.m.
Respectfully submitted,
Merideth Chandler

Senate Secretary
3/17/03
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. Robert L. Théberge, Ph.D.
NH State Representative, District 3
20 Oxford Sircet, Berlin, NH 03570-0271, Tel, (603) 752-5672; E-mail: rolath@ncia.net

*************x:****************************************************************

March 4, 2003 .
NH State Senate
33 North State Street
Concord, NH 033301
~ Re: SB 170/ Letter of Support -~ :
Dear Senate “Energy & quﬁdﬁﬁc Development” Comrmttee Members:
T thark you for the opporiuaity o address ou this aftermoon. My name is Robert L

Théberge, Staie Representative from District 3. ~ Prior to being elecicd as a State
Representative, I was the City Manager in Berlin for nearly 4 yeats. -

Friday, February 21% of this year, the City of Berlin ended its three year effort to
acquire the J. Brodie Smith Hydro Facility from Public Service of New Hampshire
(PSNH). The City of Berlin' withdrew it petition befo state’s Public Utilities
Commission (PUC) to take the facility by en y PSNH, the owner of the
14.2 megawatt Smith Hydro facility had strongly & City’s efforts. Given
the City’s current economic situation most of which are related to the recent mill
closing, City of Berlin officials felt that it was no longer prudent to pursue the
hydro’s acquisition and that the City must place its efforts ‘on economic
development. The J. Brodie Smith Hydro Facility is PSNH’s jewel in the crown.
While it is a run-of-the-river facility, flow levels on the river are controlled by a
series of dams and lakes on the headwaters of the Androscoggin River.

Tn brief, the City began its effort to acquire Smith Hydro when it appeared PSNH
would be forced to divest its power plants under the state’s electric deregulation
agreement. Early on in 2001, both Manchester and Berlin filed a joint petition to
have the PUC set a fair market value for two PSNH facilities. Berlin was looking at
purchasing Smith Hydro while Manchester was considering purchasing the

- Amoskeag plant in that city. A referendum on the City of Berlin ballot, for the
acquisition of the facility passed with a 2/3rd majority of the citizens voting in
favor. Shortly thereafter, the State Legislature voted to postpone until February
2004 at the earliest, the requirement that PSNH divest its generation facilities. The
City’s efforts were greatly weakened by the Legislature’s action, Manchester

-1-
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withdrew its
Rep. Théberge, SB170, 03/04/03

petition but Berlin opted to go forward taking Smith Hydro under RSA 38, oran .
eminent domain proceeding. The City of Berlin recently won several key legal
rulings before the PUC. The commission granted the City’s petition, requiring
PSNH to move forward with setting a valuation for the facility,

The final cost of the City’s bid to acquire the hydro facility will be close to
$260.000. It would haye cost the City another $100,000 to continue with its
petition. PSNH had made it clear that it would fight tooth and nail to retain
ownership.

Despite a difference of opinions, the City has always had an excellent working
relationship with Public Service of New Hampshire. To the extent that the issue of
Smith Hydro has never hampered PSNH and the City form working together. Both
parties merely agreed to disagree, PSNH has continue its support of Berlin and has
assisted with several economic endeavors such as: the Berlin Main Street Program,
Northern Forest Heritage Park, the Brown Company Barn Restoration Project, local
events such as Winterfest, improving NH Public Radio’s signal to the North
Country, to mention a few.

I am here to voice my support of SB 170, For the reasons stated below, the ability
of PSNH to hold onto its generation is in the best interest of our constituents
Currently, New Hampshire is the only deregulated New England state that has
retained some control over power supply and price by requiring PSNH to retain its
power plants until it can no longer provide a “backstop” against high market prices.
PSNH’s generation is cost effective because of its diversity. By having hydro, coal,
low cost fossil fuel, oil and gas, it provides a buffer against large swings in national
energy trends. :

Although, PSNH has not divested its gereration facilities, it accounts for only 31%
of the total energy generated in the state. The Seabrook facility is now owned by
Florida Power & Light. Furthermore, with restructuring, the market is no longer
just a NH market, it is a northeast market in which PSNH accounts for a mere 4%
of the New England market. PSNH is a minor player in the New England market,
why would anyone advocate selling plants only to increase electric rates?

Since deregulation, PSNH retail rates are 14% lower. Electric rates are stable today
and PSNH’s are competitive regionally. Its distribution system has been accessible

2.
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to competitive energy suppliers since May 2001.
Ll Rep. Théberge, SB170, 03/04/03

There are some among us who say that Tequiring PSNH to continue to own

genération facilities bnngs toa gfmdmg halt the intent of the‘Leglslat‘ure when it
voted to deregulate its energy market. ‘There were ﬁlree'mmn objec ves involved
with deregulation, all 6f which were accomplished and areas follows:

X ; 'Iower eleétric""

's' an as a consequence lower monthly bills;

X t.he achxevement of compennve Tates regzonally to'assist with job
creation and economic development opportunities; and

¢  finally, to allow consumets a chmce by prowdm? mdependent energy
supphers to make use of PSNH s chstnbu 0 r’xv ystem.

The Ctty of Beﬂm was ha.mpered thh its efforts to acquue the Smiﬁa Hydro
Facxhty when the Leg1slature extended the t:metable for di “'estmx by 33 months.
The City was further crippled with the recent mill closings Cost effective measures
were implemented in the hopes of keeping local property taxes in check. By

allowing SB 170 to pass, the Legislature would help the C1ty of Berhn efforts
toward economic d1vers1ﬁcauon and development

In closmg, 1 thank you fox your patxence and undfsrstz:mdlnfJr and would be pleased to
answer any quesnons you may have e S
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! J.L—l Business & Industry Association of New Hampshire

To promote and preserve the economic well-being of New Hémpshirs.

March 4, 2003

The Honorable Chalnnan'Senator Bob O Dell
Senate Environment & 2101
102 Legslatlve Ofﬁce )

simple, th1s bill will ¢ ensure low and sta ;
consumers m the state. '

their customers who do not chooss : an al
getting lower cost energy while staymg
of today’s electrlmty market

. there are only a han ful of
’ "altematwe energy s

e many companxes th_

energy cost volatxhty could
East. : :
Ali of these facts, coupled thh PSNH s abﬂny to produce power from a diverse and fow cost fuel mix,

which has helped and should contmue to help kéep customer encrgy rates low and stable is why the BIA
Supports thls b111 ' , ] e

The BIA is confident that PSNH’S assertmn that they wﬂl be a'ole to provxde stable and low rates into the
future is accurate, conditioned on their ability to insure that they are able to retain their power plants. Th
fact that PSNH’s plants operate on low-cost energy gives PSNH the ability to produce below market, anc
so long as PSNH retains their plants, that benefit will be passed on to their customers, who represent

Appendix
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approximately 70% of the state’s consumers. The state and its businesses and citizens should be afforded
the benefit of PSNH’s low cost production, and the low rates that are attached to it.

The BIA is confident that when the state regulators evaluate the economics and the customer benefits
assoclated with PSNH's power plants that it will come to the conclusion that PSNH should be able to retain
their power plants, at least in the short term. It is important to remember that at the end of “Transition
Service,” the Public Utilities Commission (PUC) will protect the public regarding divestiture, expansion, or
retirements of the plants, and will determine the appropriate next steps for PSNH’s existing assets giving
consideration to the public’s interest. If the PUC determines that a sale would be appropriate, they would
require that the plants be sold at a good price and the customers will be protected. It is also important to
note that the PUC will continue to oversee and regulate PSNH’s decisions regarding its power plants.

The fact that PSNH’s rates are low is not the per se death of competition in New Hampshire, rather it just
means that competitive suppliers will have a low rate to compete against. As far as the BIA is concerned,
the alternative of PSNH being forced to sell their plants, resulting in higher rates, just on the off chance that
there will be competition is not an alternative at all. Forcing PSNH to sell their plants, increasing costs is a
big risk without any guarantee savings during tough economic times.

The final point the BIA would like to bring to your attention is that if you require PSNH to sell its plants
now, then there is no turning back. A forced sale is irrevocable. If forced to sell, there is no guarantee that
the low cost power produced in New Hampshire will actually be used by customers in the state, nor is there
any guarantee that the citizens will pay as low a price as they would if PSNH had retained the assets.

I appreciate this opportunity to offer the perspectives of the business community on this important issue.
The BIA’s objective is to have as low a cost ‘as possible for energy for our members.

Respectfully submitted,

Michael S. Giaimo, Esq., Vice President
Business & Industry Association of New Harnpshire
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SENATE ENERGY & ECONOMIC DEVELOPMENT COMMITTEE
DaTe 03/04/03 Time 3:30 PM Public Hearing on Bill # SB 170

relative to Public Service of Nei Hampshire.
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Amendment to 8B 170

Amend the title of the bill by replacing it with the following:
AN ACT relative to transition service and the sale of PSNH generation assets,
Amend the bill by replacing all after the enacting clause with the following: ’

I Electric Rate Reduction Financing; Definitions; Initial Transition Service End Day. Amend RSA 369-B:2
by striking out paragraph VII :

It natial fvnampdttng pomeiong aod dagd =372, + 341 A
Yt iransion-service-end-day-means-33-months-afier competition d

ay-}
2 Authority to Issue Finance Orders to Finance RRB Costs; Cost Reconciliation. Amend RSA 369-B:3,
AV 1)YB-D) to read as follows:

(B) (i) Transition service for residential customers, strest lighting customers, and

general delivery service rate G customers shall be available until [
3 , - ot Smal

o

el da : : 1555 ndert 3] April 30, 2006, From competition
day until 21 months after competition day, the price of transition service for these custorners shall be $0.044 per
kilowatt-hour together with, for those customers choosing a renewable energy transition service option under
RSA 374-F:3, V(f), the price of the renewable energy component. From 21 months after competition day until
[imitialtransit = ,] April 30, 2006, the price of transition service for these customers shall be

=>os

$0.046 per kilowatt-hour together with, for those customers choosing a renewable energy transition service
option under RSA 374-F:3. V(f), the price of the renewable energy componernt;

CSA YA LT IR b nedag o8 3l
it 7L <

T LAY FIC T v —OTeT

>

as—determrined-pnder- RSAIIA -9 N\ togarbon vpieh  Faw sbiong alicbaoon abioanlas A ramasunbla apesciy

tretrermrii e e aat ooy L Y ey oy T I O oS - e RO e o O RE G- FERe WAt REFEY
. . .

trancitioncarvion aetiom voda DG A 274 B2 VIR tha mrina ofitha sanaable amnnay, nncaanane ]

T T oS Ty e O p o e o oy P e e Ot - PR 08 Fe RS W R O1e-6R Ty CeTpohtin—

(iif) At the end of the transition service period, up to 25 percent of the
residential customers, street lighting customers, and general delivery service rate G customers who have not
chosen a competitive supplier may be assigned randomly to registered competitive suppliers other than the
transition service supplier or suppliers, if the commission finds such random assignment to be in the public
interest. The commission shall develop procedures and regulations for this assignment process. Any random
assignment must be affirmatively approved by an individual customer; ’

(C) Transition service for all other customers shall be available until [at-least12 months
Fran H

efter-initial-transition-servico-endday-oras-extended bythe commrission-underRSA 374 B M) April 30, 2006.

O
IR A S T Y PO ST s AT A F o= rng s ot a v s an wue iy

From competition day to 21 months after competition day, the price of transition service for these customers
shall be $0.044 per kilowatt-hour together with, for those customers choosing a renewable energy transition
service option under RSA 374-F.3, V(f), the price of the renewable energy component. From 21 months after
competition day to the day that PSNH ceases to provide transition service, the price of transition service shall be
PSNH's actual, prudent, and reasonable costs of providing such power as approved by the commission, together
with, for those customers choosing a renewable energy transition service option under RSA 374-F:3, V(f), the

G

Appendix A P.45




price of the renewable energy component. Thereafter, the price of transition service, if offered, shall be the
competitively bid price for transition service, or as determined under RSA 374-F:3 V(e), together with, for
those customers choosing a renewable energy transition service optiont under RSA 374-F:3 V(f), the price of the

. renewable energy component;

"(D) Any difference_ between the price of transmon service, exclusive of the portion
attributable to the renewable energy comiponent uuder RSA 374:F33, (6, from compentxon day to the day that
PSNH ceases to pravide transition service and PSNH’ al, prudent, and reasonable gosts of providing such
power as determined by the commission shall first be ,eparated between the 2 groups of custoimers described in
subparacraphs (0X(1)(B) and (b)1)(C), 1 used first to offset any ¢ dxfferences (described in subparagraph (b)(1)(B),

. and the net then reconciled for éach group of customers [either] by changing overy end date, [ef] by

decreasmg the stranded cost recovery charge, or by unp!ememmo sorne of}xer form of 'reconcdmz‘wn, as the -
comrission finds to be in the public xnteresg

i PSNH shall be respomszb!e Jor prudently manaumg its fossilVhydro
generating assefs until such time os they are sold, retired or tm::#erred o anoffzer entity.

ii) The commission may authorize. new investments in capital mzprovements
‘ and replacenents fo PSNH generaz‘zo ¢ and the recovery of the costs

and provided that
btains retail electric

onsider approving
Sul! wzr/z the Legislative

3 Authorxty to Issue Finance Orders to Fm
IV(bY1)(F) to read as follows:

N - 4 Authorxty o Issue Fmanc_e Orders to Fmance R
' 1V(b)(3)(D) to read as follows '

(D) PSNH shall absorb the ‘first ‘57 000‘000 of
service costs durmg the 12 months following [the
the transmon servxce price for that 12 months as pr

n fﬁe event that transition
esdee-o 4 February 1, 2004, exceed
ided RSA 165-B:3. IV(b)(l)(DB,@)

5 Sale of PSNH Generatxon A ’,, ets; Date, Amend‘zooo 249 7

ded by 2001, 29:13 to read as
follows: y

I1. The sale of PSNH fossil and hydro generanon assets shall take place 10 500nEr than [3%] 60 months after
competition day as defined in RSA 369-B:2, IIL. Prior fo commncmg a proceeding to authorize or order the

sale of PSNH fossil or hydro generation assets the commission shall consult thfx tlre Legzslarxve Oversxght
Comnuztee on Electric Utility Resfructurmg

6 Im’ual Transmon Servwe End Day, Leg1slat1ve Over31ght Cornmmee on Electric Utility
Restructunng Report :

" The legislative avers:g}’rt com:mfree on electric utility. restrz:cfurmo esrabl.vs}xea‘ by RSA 374-F:5 shall
submii a réport no later than November 1,2004, to the govemor, the speaker of't ouse, the senate

preszdent the senate energy and economic developmen! committes, fhe house SC:ence, technology and energy
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committee, the state library, and the public utilities commission, recommending legislation to address the

provision of transition service and default service subsequent to April 30, 2006. In preparing the report, the

committee shall consider the amount and volatility of wholesale and retail electricity prices in New

Hampshire and throughout New England; the viability and number of competitive electric suppliers

providing service in New Hampshire and throughout New England Sfor different customer classes; the risks,
' costs, and benefits associated with different options for all electric utilities’ continued provision of transition
' service; and other policy options to promote competition, low-cost energy, and renewable power.

7 Effective Date. This act shall take effect 60 days after its passage.

G
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STATE OF NEW HAMPSHIRE
SENATE

REPORT OF THE COMMITTEE

Date:

THE COMMITTEE ON Energy and Economic Development

to which was referred Senate Bill 170

AN ACT relative to Public Service of New Hampshire.

VOTE: 4tol

2003-0888s

Having considered the same, report the same with the following amendment and
-recommend that the bill. AS AMENDED QUGHT TO PASS.

Senator Clifton Below
For the Committee
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Hearing Apr 9 11:00 RiM204,L.OB
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. - SB 170 - AS AMENDED BY THE SENATE
; *~03/27/03 0888s ‘
- : : . 2003 SESSION ‘ ,
. o ' . 03-1138

- L » 08/09
SENATE BILL 170
AN ACT relative to Public Service of New Hampshire.
SPONSORS: Sen. Clegg, Dist 14; Sen. Green, Dist é; Sen. O‘d'ellt Dist 8.

- '+ COMMITTEE: Energy and Economic Dev'elo;_)ment Lo e

. !

ANATLYSIS
This bill restricts PSNH from selling asgets during the transition sexvice period.

e I TR I T I

..............................

Explanation: Matter added to 'éﬁrrent;ia?iv ja'p'ﬁéﬁrhé m 5'Q’Z}i“?i;251ics.
Matter removed from current law appears [in-brackets-and struckibrough]
Matter which is-either (a) all new or (b) repealed and reenacteQL appears in regular type.
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' SB 170 - AS AMENDED BY THE SENATE
03/27/03 0888s - o

03-1138
08/09

STATE OF NEW HAMPSHIRE
In the Year of Our Lord Two Thousand Three
ANACT - relative to Public Service-of New Hampshire.

Be it Enacted by the Senate and House of Representatives in. General Court convened:

v ' 0 LY vt o oavy . n
'

1 Repeal. 2000, 249:7, Ii as amended by 2001, 29:13, relative to the sale of PSNH assets, is
repealed. ' ' l
2 Authonty to Issue Finance Orders to Finance RRB Costs Amend RSA 369-B3, IV (b)(1)(A) to’
read as follows: _
(1)(A) From édmpetition day until the completion of the sale of PSNH's ownershipl
interests 'in fossil and [entitle ‘ to—i ] hydro generation assets located in

New Hampshire, PSNH shall supply all, except as modified pursuant to RSA 374-F:3, V(f), transition

. service and default service offered In its retail electric service termtory from its generatlon assets

and, if necessary, through supplemental power purchdses in a manner approved by the commxsqmn

3 The prxce of such default service shall be

PSNH’s actual, prudent and reasonable costs of providing such power, as approved by the

commtsszon

-3~ Authority to Is::ue Finance Orders to Flnance RRB Costs; Cost Reconcﬂlatlon Amend
RSA 369-B:3, IV(b)(l)(D) ta read as follows: ‘

D) Any difference betw een the price of transmon service, exclusive of the portion

attributable t6 the renewable energy component under RSA 374-F.3, V(@), from competltlon day to
the day that PSNH ceases to provide transition service and PSNH's actual, prudent, and reasonable -

costs of providing such power as determined by the commission shall first be separated between the
2 groups of customers described in subparagraphs OXDB) and ®©)(1)(C), used first to offset any
differences described in subparagraph (b){(1)(B}), .and the net then reconciled for each group of
customers either by changing thé recovery er}d c_late, or by decreasing the stranded cost recovery
charge, or if the recovery and date has passed, by implementing some other form of
eguitablg reconciliation, as the commission finds to be in the public interest;

4 New Section; Divest'itu'r'e of PSNH Assets. Amend RSA 369-B by inserting after section 3 the

- following new section:

369-B:3-a Divestiture of PSNH Generation Assets. The sale of PSNH fossil and h}dro
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SB 170 - AS AMENDED BY THE SENATE

“ | s :  .+ -Page2-

1 generation assets shall not take place before April 30, 2006. Notwithstanding RSA 374:30,
2 ‘subsequent to April 80,'2066; PSNH may divest its genefation assets if the éo;nmission finds that it:
3  isin the economic intérest of retail customers of PSNH to do so, and p‘rovides for the cost recovery of,
4  such divestiture. Prior to any dweshture of 1ts generatzon assets, PSNH may mochfy or retire such
5 generatlon assets if the commlssmn finds that 11: is in the pubhc mterest of retail customers of PSNH
6  todoso, and provides forthe cost recovery of such modification or retirement. .
L7 5 'Effect on Finance Order. The prov1s1ons of thls act. shall amend the speelﬁc provisions ofi.
8 pubhc utilities commission Order No. 23, 550 approvmg ‘the fssuance of rats reductmn bonds issued
. 9. by the pubhc utilities comxmssmn in Docket 1\{0 DE 99 099 A}l prov1s1ons of RSA 369 B, including
10 the amendments made by thls act, and all provzsmns of commission Order Ne 23 550, as amended
11 by this act, shall remain m full force and effect and are hereby rahﬁed and confirmed in all respects
12 The prov:smns of this act shall not aﬁect the vahdlty, effectweness, or ﬁnahty of commission Order
18 ° No. 23 550 or the vahdlty of any rate reductmn bonds 1ssued there’co The general court finds that
14 commlssmner Order No. 23, 550, as amended by thls act satlsﬁes all of the _conditions and
15 . reqmrements of RSA 369- B as amended, mcludmg \;11thout hmltatmn, RSA 369 B 3, IV, and is
- 16 ~ .deemed to be. authonzed and issued pursuant to RSA 369 B a8’ amended ‘and  that the
17 lmplementatmn of such order, as amended, 1s. in the pubhc mberest .
18 | 6 The Iegmlamve oversight commxttee on! eiecfmc utlhty restructurmg eetabhshed by
19 RSA 374.F:5 shall submit a report-no later than November 1 2004 to the governor, the senate -
20 president, ‘the speaker of the house, the’ senate energy “and economlc &eveldpment committes, the
21  house science, technology and energy . commlttse “the state hbrary, and ‘the pubhc utilities
22“ commission, recommendmg legislation to address the prowsmn of ‘transition’ semce and default
23  service subsequent to Apr:l 30, 2006, 'In prepanng the report, the commlttee shall consider the
24 amount and volatility of wholesale and retail electnmty prices in New Hampshlre and -throughout
25 New England the viability and number of comﬁetlmve electnc supphers provxdlng service in
26 New Hampshn'e and throughout New England for dlfferen’c customer classes; the rlsks, ‘costs, and
»2'7 V beneﬁts associated with different options for all electnc utilities’ contmued provision of transition .
é8 gervice; and other pohcy opuons to promote competmon, low-cost energy, and renewable power
29

7 Effectwe Date. This act shall take effect upon its passage.
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- HOUSE COMMITTEE ON SCIENCE, TECHNOLOGY AND ENERGY

PUBLIC HEARING ON SB 170

BILL TITLE: relative to Public Service of New Hampshire.
DATE: April 9, 2008
LOB ROOM: 304

Time Public Hearing Called to Order: - 11:03 am

Time Adjourned: 2:19pm

{please circle if present)

Committee Members:

(CEeds GranegHaich Hutiolios

2 enchy Arnold, Geaton. )
@ Poulip and {Webbex/

Bill Sponsors:  Sens. Clegg; Greeﬁ and Odell”

TESTIMONY

* Use asterisk if written testlmony andfor

*Sen. Bob Clegg, prime sponsor - Introduced the bill. See wntten testxmony
Q: Rep. Roy Maxfield — Are we better off to have competition and pricestabilization.

A: Yes, by not selling off the assets. Some think that if rates increase, other power re-sellers can get

into the markets while others believe that lower rates assured by PSNH keeping assets, is best for
rate payers.

Q: Clarify “cost recovery of divestiture” on page 2, lines 4.6.
A: No change from current procedure. Any costs of divestiture would be borne by ratepayers.

Sen. Bob Odell, co-sponsor — Testified in support of the bill. Low rates protected, as a result of
retention of electric generation plants is the bottoma line.

*Rep. Robert Theberge, representing Berlin — Supports the bill. See written testimony.

*James Monahan, Constellation Power ~ Opposes the bill, See written testimony.

Q: Rep. Roy Maxfield — What would your selling cost be today.

A: Not in position to answer,

Q: Where was mistake with Seabrook?

A: How we treat the extra dollars from sale, which was higher than expected. We are adding to
stranded costs, and not further lowering rates.
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Rep. Roy Maxfield — You'll have to show us that.

*Charles Neibling, Society for the Protection of NH Forests ~ Supports the bill. See written
testimony. Driving factor is PSNH project to develop wood-fired energy production capability,

*Neil Costello, Competitive Péwer Coalition of New England — Opposes the bill (the power
generators), There are 16 wholesale suppliers of electric power in New England competing with each
other. Let them determine the MARKET, and not just one-PSNH,

Q: Rep. Liee Slocum —~ What is key difference between California and New Hampshire?
A: Kept raw costs low, put generators out of business. Rejected six proposals for new power plants.

Chairman Thomas- Recessed the public hearing at 12:15 PM and reconvened the hearing at 1:06
PM.

*Michael Giaimo, Business & Industry Association of NH (BIA) — Supports the bill. See

" written testimony.

Gary Long, PSNH ~ Supports the bill. The bill gives you opportunity to provide ratepayers the
lowest rates in New England, and low rates really scare the electricity providers/suppliers. New
Hampshire has best model for restructuring in the nation, New Hampshire generates two times the
need. We are not exporters. How do you providé electricity to customers who do not choose?
Regulated companies like PSNH can do this-we are the backstop. Most customers do not choose.
PSNH would be happy if customers would pick suppliers, as PSNH does not generate enough
electricity to service customers. PSNH generates electricity at a very stable rate due to diversity, L.e.
oil, coal, etc. This is good for customers. PSNH owns only 31% of the generation in New Hampshire.
If legislature does not give PSNH authority to own generators, the wood-power plan is dead, PSNH
is very serious about this, Granite State Electric Coop helped craft paragraph 6 in the bill, and is
neutral on rest of it. )

Respectfully Submitted:

s € bt

Robert E. Introne, Clerk
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' Robert L. Théberge, Ph.D.
NH State Representative, District 3

30 Oxford Street, Bertin, NH 03570-0271, Tel. (603) 752-5672; E-mail: rolath@ncia. net
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v[ //Vd/z
33 North State Street e
Concord, NH 033301 ) X
R& SB 170 / Letter of Suppoft

Dear Senate “Energy & Economic Development” Committee Members:

I thank you for the opportunity to address you this afternoon. My name is Robert L.
Théberge, State Representative from District 3. Prior to being elected as a State. :
Representative, I was the City Manager in Berlin for nearly 4 years.

/ Friday, February 21% of this year, the City of Berlin ended its three year effort to
acquire the J, Brodie Smith Hydro Facjhty from Public Service of New Hampshire
(PSNH). The City of Berlin withdrev@etiﬁon before the state’s Public Utilities
Commission (PUC) to take the facility'ty eminent domain. PSNH, the owner of the
14.2 megawatt Smith Hydro facility had strongly opposed the City’s efforts. Given
the City’s current economic situation most of which are related to the recent mill
closing, City of Berlin officials felt that it was no longer prudent to pursue the
hydro’s acquisition and that the City must place its efforts on economic
development. The J. Brodie Smith Hydro Facility is PSNH’s jewel in the crown.
While it is a run-of-the-river facility, flow levels on the river are controlled by a i
series of dams and lakes on the headwaters of the Androscoggin River. !

In brief, the City began its effort to acquire Smith Hydro when it appeared PSNH
would be forced to divest its power plants under the state’s electric deregulation x
agreement. Early on in 2001, both Manchester and Berlin filed a joint petition to |
have the PUC set a fair market value for two PSNH facilities. Berlin was looking at

purchasing Smith Hydro while Manchester was considering purchasing the :
Amoskeag plant in that city. A referendum on the City of Berlin ballot, for the f
acquisition of the facility passed with a 2/3rd majority of the citizens voting in favor.
Shortly thereafter, the State Legislature voted to postpone until February 2004 at the
earliest, the requirement that PSNH divest its generation fa01hues The City’s
efforts were greatly weakened by the Legislature’s action. Maiqchester withdrew its

-1-
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Rep. Théberge, SB170, 03/04/03

petition but Berlin opted to go forward taking Smith Hydro under RSA 38, or an
eminent domain proceeding, The City of Berlin recently won several key legal
rulings before the PUC. The ¢ commission granted the Clty ] pet1t10n requmng
PSNH to move forward w1th setting a valuanon for the faclhty ‘

The final cost of the C1ty s bid to acquire the hydro fa0111ty wﬂl be close to
$260,000. 1t would have cost the City another $100,000 to co th its

petition. PSNH had made it clear that it would fi ght tooth and nml to retain
ownership. L

Despite a difference of opinions, the City has always had an excellent working

relationship with Public Service of New Hampshire.. T the extent that the issue of
Smith Hydro has never hampered PSNH and the City fofnt working tog_ether Both
parties metely agreed to dlsagree PSNH has cos '
assisted with several econonnc ‘erideavors s suc :

ect Pfog:ram
'f'ratmn PrOJect local

swmgs mn natlonal
energy trends. e

Although, PSNH has not dive:
of the tofal energy generated_ the state The ‘Seabrook fablhty is iow owned by

Florida Power & Light. Furthermore, with ket i 15 no 1onger just
a NH miarket, it is a northeast.market in which PSNH ac Ta mere 3% of the

New England market. - PSNH is a‘minor player in the New England market why
wonld anyone advocate sellmg plants only te mcrease electnc rates?

s it accounts for only 31%

Since deregulation, PSNH retzul rates are 14% Iower Electnc rates are stable today

and PSNH’s are competltlve reglonally Its dlstnbunon system has been access1ble
to competitive energy suppliers since May 2001. o

-
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Rep. Théberge, SB170, 03/04/03

There are some among us who say that requiring PSNH to continue to own
generation facilities brings to a grinding halt the intent of the Legislature when it
voted to deregulate its energy market. There were three main objectives involved
with deregulation, all of which were accomplished and are as follows:

L4 lower electric rates an as a consequence lower monthly bills electric
rates;

¢ the achievement of competitive rates regionally to assist with job
creation and economic development opportunities; and

¢ finally, to allow consumers a choice by providing independent energy
suppliers to make use of PSNH’s distribution system.

The City of Berlin was hampered with its efforts to acquire the Smith Hydro Facility
when the Legislature extended the timetable for divestiture by 33 months. The City
was further crippled with the recent mill closings. Cost effective measures were
implemented in the hopes of keeping local property téxes in check. By ;gllowing SB
170 to pass, the Legislature would once agaii 1 the City of Berlin efforts
toward economic diversification and development, "

In closing, I thank you for your patience and understanding and would be pleased to
answer any questions you may have.
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4’ MN.H. RSA 374-F. 369-A, 369-B ELECTRIC UTILITY RESTRUCTURING, AS AMENDED THROUGH 2002
. -9

Utilities Franchise Areas” map issued by the commission,

dated July t,1993, together with any other geographic areain

which such electric ut111ty actuaily prowéed rctml elcctn&‘
smxcc on such date. - ‘

369-B:3 Authorxty to Issue Fmsnce Orders to Fmaxme
RRB Costs.

I. The commission is authonzed, upon the petition of &n
electric tmhty a.nd aftera heenng. o issiie onie ot more finarcs
orders pursuant to which rate reduction bonds shall be issued,
if the comm:ssmn fi nds that thei issuance of such ﬁnancc ardcr

1L Nothﬁlstandmg any law, rule, or regulanon tothe -
conirary, except as otherwisé provided in RSA 369-B:4, T4
with respect to RRB property, the finance orders and the RRB
cha:ge auﬁxonz:d tote Jmpoxd and collcaed pursuam to such

charge (other than any portmn of stich RRE charfsc ccms'u ing

& servicing fee payable to the electric utility) into sceoun when
setting other rates for the electric utility; nor shall the dmount

Coof nwmucs ansmg th respect L thcr:to be subject to reducnon,
~impai it

L Notw:thstanmng any law, rule, or regulation to the
contrary, any requirement under this chapter, under 1999,
289:3,1 and 11, under RSA 369-A, or under a finance order that

the commission take action with respect to the subject matter of

a finance order shall be binding upon the cormnmission, and the
commission shall have no authority to rescmd alter, or amend
that requirement,

IV. The commission shall only issue finance orders that:

(a) Authorize the issuance of an aggregate -
principal amount of not mere than $130,000,000 in rate
reduction bonds to finance renegotiated agreements of the
existing power purchase obligations requiring PSNH to
purchase power from the 6 wocd-to-energy facilities and the
one trash-to-energy facility; and/or :

(b) Authorize the issudnce of an aggregate
principal amount of not more than $670,000,000, minus
$6,000,000 for each month from Qctober I, 2000 to
competition day, in rate reduction bonds. This authorization is
in addition to any amount authorized in subparagraph (). This
fssuance must be part of a settlement approved by the
commission under RSA 374-F to implement electric utility
restructaring within the service territory of PSNH. Aspart of
any finance order under this subparagraph (b}, the commission
must find that the rate reduction bonds authorized by the
finance order are consistent with the April 19 order, with any
subsequent modifications. Any finance order that s issued
under this subparagraph (b) shall also contain a statement of
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the following condmons,and a f'mdmg of the commission that
~ the ﬁna.ncc ordcr is consxstmt mth 'thc following conditions:

c;ei*m:e texitory from its
3 through supplcmcmal

-'From 21 months
semce end da/, the

if offered, shall e"thc eixfwely bid price for transition
service; or as determined under RSA 374-F:3, V(c), together
with, for ‘those customers choosmg a renewable energy
transition service optlon under RSA 374-F:3, V{f), the price of
the rmcwablc energy componcnt.

(i) Atthe end of the transition
service period, up to 25 percent of the residential customers,
street lighting customers, and general delivery service rate G
customers who have not chosen a competitive supplier may be
assigned randomly to registered competitive suppliers other
than the transition service supplier or suppliers, if the
commission finds such random assignment to be in the public
interest. The commission shall develop procedures and
regulations for this assignment process. Any random
assignment must be affirmatively approved by an individual
customer;

(C) Transition service for all other
customners shall be available until at least 12 months after initial
transition service end day or as extended by the commission
under RSA 374-F:3, V, From compstition day to 21 months
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N.H. RSA 374-F, 369-A. 369-B ELECTRIC UTILITY RESTRUCTURING, AS AMENDED THROUGH 2002

after competition day, the price of transition service for these
customers shall be $0.044 per kilowati-hour together with, for
those customers choosing a renewable energy transition service
option under RSA 374-F:3, V(f), the price of the renewable
energy component, From 21 months after competition day to
the day that PSNH ceases to provide transition service, the
price of transition service shall be PSNH’s actual, prudent, and
reasonable costs of providing such power as approved by the
commission, together with, for those customers choosing a
renewable energy transition service option under RSA 374-F:3,
V(f), the price of the renewable energy component, Thereafter,
the price of transition service, if offered, shall be the
competitively bid price for transition service, or as determined
under RSA 374-F:3, V(¢), together with, for those customers
choosing a renewable energy transition service option under
RSA 374-F3, V(f), the price of the renewable energy
component;

(D) Any difference between the price
of transition szrvice, exclusive of the portion attributable to the
renewable energy component under RSA 374-F:3, V(f), from
competition day to the day that PSNH ceases to provide
transition service and PSNH's actual, prudent, and reasonable
costs of providing such power as determined by the
commission shall first be separated between the 2 groups of
customers described in subparagraphs (b)(1)(B) and (b)(1XC),
used first to offset any differences described in subparagraph
(b)(1)(B), and the net then reconciled for each group of
customiers either by changing the recovery end date, or by
decreasing the stranded cost recovery charge, as the
caomrmission finds to be in the public interest;

(2001, 29, amendzd (A)~(D). 2002, 268, amended {(A)-(D}]

(E) The commission shall retain the
authority to reject any or alf bids for transition service at its
sole diseretion if it finds such action to be in the public interest,
Except as specifically provided in this section, the commission
shall not accept any bid or implement any pricing strategy for
transition service that creatas any deferrals;

(F) The selection of a provider or
providers of default service prior to 24 months after initial
transition service end day may be combined with the selection
of a provider or praviders of transition service to thc extent that
the commission finds it ta be in the public interest; -

(2) No amount shall be securitized which
was not listed as part of the $688,000,000 proposed for |
securitization in the April 19 order, as reduced by any
subsequent amortization;

(3) Customer savings shall be not less than
the total amount of $450,000,000, excluding savings from rate
reduction financing and merger savings, including the
$367,000,000 contained in the original proposed settlement,
and the §6,200,000 resulting from the settlement of issues
pertaining to New Hampshire Electric Cooperative, Inc. A
commitment by PSNH to all of the following actions shall be
deemed to satisfy this condition:

(A) PSWH shall credit customers with
the higher return associated with accumuiated deferred income
taxes (ADITs) as proposed in PSNH’s May 1, 2000 filing;

(B) PSNH shall eredit customers with
the value derived from using its own assets to provide
transition service for a period of 9 months;

-10-

(C) PSNH shall extend from 30
months to 33 months the period during which the delivery
service charge, exclusive of Hydro Quebec transmission
support payments, is fixed at 2.8 cents per kilowatt-hour;

(D) PSNH shall absorb the first
$7,000,000 of difference of costs that results in the event that
transition service costs during the 12 months following the
initial transition service end day exceed the transition service
price for that 12 months, as provided in RSA 369-
B:3,IV(B)(1){BXi);

(E) PSNH shall reduce the maximum
amount of necessary and prudent costs associated with the
Issuance of and closing on the securitization financing and any
premiums associated with the retirement of debt and preferred
stack from these proceeds that may be recovered from
$17,000,000 to $15,000,000. PSNH shall include in its costs
the first $700,000 of the costs of the office of the state treasurer
related to reviewing and issuing the rate reduction bonds;

(F) PSNH agrees to move the
Recavery End Date (RED date) to 1 month carhcr than it
would otherwise be; and

(G) PSNH agrees that if competition
day has not occurred by October 1, 2000, then effective
October 1, 2000 PSNH shall temporarily reduce its current
effective total rates (base rates plus FPPAC rates) by S percent
across the board until either competition day or April {, 2001,
whichever occurs earlier,

(4) In the event that PSNH or its parent
company is acquired or otherwise sold or merged:

(A) Such merger, acquisition, or sale
shall be subject fo the jurisdiction of the commission under
RSA 369, RSA 374, RSA 378 or other relevant provisions of
law, and the merger, acquisition, or sale shall be approved only
if it is shown to be in the public interest;

(B) Inrecognition of the extraordinary
benefits provided to PSNH from rate reduction financing,
should PSNH or its parent company be acquired or otherwise
sold or merged, such merger, acquisition or sale shall be
subject to the jurisdiction of the commission under the standard
set forth in the original proposed settlement. The commission
may approve such a merger if such approval results in the
receipt by PSNH customers of a just and reasonable amount of
the cost savings that result from such merger, acquisition or
sale.

(C) No acquisition premium paid by
an acquiring company for the assets or securities of any
acquired company, resulting from any such merger, acquisition
or sale, may in any way increase rates at any time from what
they would have been without the acquisition premiutn;

(3) The delivery service charge, exclusive of
the Hydro Quebec transmission support payments, shal} be
fixed for a period of 33 months from competition day at $0.028
per kilowatt-hour;

(6) The total system bencfits charge shall be
no greater than $0.003 per kilowatt-hour for 33 months from
competition day divided between low-income assistance and
energy efficiency/conservation programs. In the event that the
commission finds that a significant amount of unencumbered
dollars have accumulated in either program, and are not needed
for program purposes, the commission shall refund such
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unencumbered dollars to ratepayers in a timely manner; f2001,
29, amended} -

(7 All currently existing opportunities shall
be contmucd for retail customers to generaté or'acquire
glectricity for their own use; other than h‘lrough retail electric
scmce, w:thout an exit fee; -

. (8) To the maximum extent allowcd by
fedcral law non—drscnmmatory, open access to PSNH's
transmission system shall be available to customers, electricity
suppliers, marketers, aggregators, and mumcxpal electric
utrhtxes, with cha.rges based only on rates set by federal

averaged over all Customers, shail not cxca.d SO 0340 per
kilowatt hour. Any changcs ini the delivery service charge,
stranded cost recoyery dzarge, transition service charge,
syst:ms henef t charg:, or any other chargc bc_tween the

: contracts appmved pursuant to RSA 378 18 for the duration of
those special contracts in effect : as of May 1,2000. Specral
«contract customers selecting optlon 2 of the original proposed
scttlement shall have the ¢ energ_y charges under the contract

o " 1 13 ?Durmg any sale of electricity generation
asscts required by th15 setﬁement, neither PSNH, nor eny

pany that would become an
cd meraer acquxsmon orsale

2 any compennvc bxd process to
iders of hjgmtnon service, or of

(13) The commission shall administer the
liquidation of any electricity generation assets required to be
sold by the settlem.,nt. " Any sale of assets located in the state of
New Hampsh:re thai a.re admlmstered by the commxssmn

) commrssxon ‘shall sclect the mdepcndcnt, quahﬁed asset saJe
spcr:xahst who will conduct the 8SSCt sale process. PSNH shall

{14) The commission shall ‘administer any
competitive bid process for transition service or default service
reqmrcd by the scttlem at;

a5 ubjcct to the approval of the cheral
o3 sion (FERC), in the event that the
commxssmn either rejects d proposed sale of Seabrook, or fails
to acton such’ applxcauon within 180 days after North Atlantic
Energy Curporaimn $ (NAEC's) propesed saie application is

P.66

ﬂled with the commission, and the failure of the sale is through
no failt of Northeast Utilities (NU) or PSNH, NAEC's return
on eqmty shalI b n'c_reas:d from7 perc_eqt to 150 basis points

crits of RSA 369-B:3, IV
quirements of this chapter, then such
cemed (o be authonzcd by, and issued

fRRB:Chér"ge't_o Recover RRB

establish and place into effect
ission shall determine
any provisions for

shall provrde for the
stomcrs of electrxc utilities

tthe RRB charge, per
!very of rctzui elcctnc

st, nnd credit enhancement
fon bOﬂdS, in‘dccordance with the
sdule fot such bonds determined at the time of
as all othcr fees, costs, and charges in respect
to the rate reductmn bonds, based upon the electric utility’s
raasanablc k: pnons, mcludmg sala forecasts.

commission shall dpprove sich adjustments to the RRB chargc
authonzed tobe 1mppsed and collectcd pursuant toa fmance

provxsxon, rccovcry, fi nancmg, or - refinancing thereof and the
costs of issuing, scrwcmg, and retiring the rate reduction bonds
cont-rnplated by such finance order. Such RRB charge shall

T be adJustcd periodically, but ot fess frequently than annually

nor more frequently than monthly, in accordance with the
finance drder.  The commission shall provide in a finance order
for 4 procedure for the timely approval by the commission of
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SIA
_J_Zz- Business & Industry Assqciation of New Hampshire

To promole and preserve the economic well-being of New Hampshire.

April 9, 2003

The Honorable Chairman Representative John Thomas,
House Science, Technology and Energy Committee
304 Legislative Office Building

Concord, New Hampshire 03301

RE: BIA’s Comments on SB 170- Relative to Public Service of New Hampshire

Good morning, my name is Michael S. Giaimo, and I am Vice President responsible for Energy Affairs and
Policy for the Business & Industry Association of New Hampshire (BIA). [ appreciate the opportunity to
come before you today and discuss with you the BIA's thoughts regarding SB 170.

The BIA supports SB 170, an act relative to Public Service of New Hampshire. Why? The answer is
simple; we believe that this bill will ensure low and stable rates well into the future for a large portion of
the elecf;jcity consumers in the state,

Today, the business community feels that given the economic climate, the most important thing in the
energy arena is low rates, and the BIA believes that this legislation will achieve that objective.

This bill requires PSNH to use its existing self-owned fossil and hydro power plants to supply power to
their customers who do not choose an alternative energy supplier. This will result in PSNH’s consumers
getting lower cost energy while staying protected from the volatility and instability which is characteristic
of today’s electricity market. ’

~ Stated simply, the BIA believes that this bill makes sense. It protects PSNH’s customers from price spikes
and volatility. The facts that surround us today make supporting this an easy decision. These include:
e there are only a handful of retail customers in New Hampshire that have taken energy from
alternative energy suppliers;
¢ many companies that are in the industry that have purchased or built power plants or traded
energy have either folded or are experiencing financial difficulty; and
» energy cost volatility could last indefinitely, or at least until stability is reached in the Middle
East.
All of these facts, coupled with PSNH’s ability to produce power from a diverse and low cost fuel mix,
which has helped and should continue to help keep their customer’s energy rates low and stable, is why the
BIA supports this bill.

The BIA is confident that PSNH’s assertion that they will be able to provide stable and low rates into the

future is accurate, conditioned on their ability to insure that they are able to retain their power plants. The
fact that PSNH’s plants operate on low-cost energy gives PSNH the ability to produce below market, and
so long as PSNH retains their plants, that benefit will be passed on to their customers, who represent
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approximately 70% of the state’s. consumers ‘The state and its businesses and citizens should be afforded
the benefit of PSNH’s low cost produc’uon, and tha low rates that are attached to it.

The BIA is confident that when the state regulators evaluate the economics and the customer benefits

' associated with PSNH’s power plants that it will come to the conclusion that PSNH should be able to retain

their power plants, at least in the short term. It is important to remember that at the end of “Transition
Service,” the Public Utilities Commission (PUC) will protect the public regarding divestiture, expansxon or
retlrements of the plants, and will detennmc the appropriate next steps for PSNH’s existing assets giving

_pprOprlate, they would
d. Tt is also 1mp0rtant to

means that competitive suppl

;ﬂthe alternative of PSNH being f

t‘f the low cost power produced in New Hampshxre will a

any guarantee that the citizens will pay as'low a price as'the 1d i PSNH had rétaihed the assets.

:I apprec1ate this opportumty to offer the perspectwes ‘of t s 'E‘tfommumty on this important issue.

- The BIA’s objective is to have as low a cost as possible for energy for our members, and we believe that
this bill facilitates that goal. "

‘Respectfully submitted,

4 fichael S. Giaimo, Esq., Vice President

: Busmess & Industry Assomatlon of New Hampshne
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RUBIN anop RUDMAN LLP

COUNSELLORS AT LAwW
50 Rowes WHARF ¢+ BOSTON, MASSACHUSETTS 02110-3319
TELEPHONE: (817) 330-7000 ¢ FACSIMILE: (S17) 439.9586 » EMAIL FIRM@RUBINRUDMAN.COM

Neal B. Costello

Direct Dial: (617) 330-7191
E-mail: ncostello@rubinrudman.com

April 8, 2003

Chairman John H. Thomas

Science, Technology and Energy Comniiltee
Legislative Office Building

33 North State Street

Room 304

Concord, New Hampshire 03301

Dear Chairman Thomas:

[ am writing on behalf of The Compctitive Power Coalition of New England, Inc.
("CPC™) lo record CPC's opposition Lo Scnale Bill 170, An Act relative to Public Service of
New Hampshire. CPC is a professional (rade organization of electric generators. CPC’s
members represenl the overwhelming majority of both the installed and proposed generating
capacity in New England. CPC’s members have saved New Hampshire ratepayers hundreds of
millions of dollars through their participation in the divestiture of utility generating plants.
CPC’s member companies have provided hundreds of jobs and pay significant tax revenue in
New Hampshire. The investments made by CPC’s members in New Hampshire have also
brought about restructuring’s grealest achievements: critical improvements in reliability,
environmental enhancement, and cost efficiency through the consiruction of new plants and the
improvement of existing plants. CPC is widely acknowledged as the preeminent representalive
of the competitive power supply industry throughout New England.

SB170 would restrict Public Service of New Hampshire from selling its fossil fuel and
hydro generation assets during the {ransition service period defined in R.S.A. 369-B:3,
IV(bX(1)(B). PSNH would be allowed to remain in the electric generation business under the
guise of preserving reliability and controlling rates. The costs of maintaining these facilities
would be recovered in PSNH’s regulated rates which would, presumably, also allow PSNH to
conlinue to earn a regulated rate of return on those generating assels. 1l enacted, SB170 would
represent an ill-advised relreat from the ongoing evolution of the New England Power Market,
have a chilling effect on New Hampshire as a state for future investment, and place unnecessary
(inancial risks on ratepayers in New Hampshire,

SB170 would undermine one of the cornerstones of restructuring, the unbundling and
structural scparation of regulated and non-regulated funclions of eleciric utilities. R.S.A. 369-

B3 IV(Bb)(1)(A)'s requirement that electric distribution companies be separated financially and

548061 _1
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RUBIN anp RUDMAN LLP

Letter to Chairman John Thomas
April 8, 2003
Page2

operationally from generation companies addressed an obvious conflict of iniefést and gave
gencralors such as CPC’s members con ﬁdcnoe that they could compete in New Hampshire on a
level playing field with utility affiliates. The result has been hundreds of millions of dollars in

savings to consumers through the successful divestiture of utility owned generating assets. New
Hampshire’s consumers also benefited with respect to both cost and reliabili

entrants investing in this market and building thousands of megawatts of i
vibrant competition in the generation sector. In fact, the New England
terms of investment in new, highly efficient and environmentally responsrble electric generatmg

infrastructure, in stark contrast to other regions of the country whose policies failed to atiract this
- much needed new investment.

by new market

Allowing electric distribution companies to directly own generatmg plants woutd result
in significant market distortion and balkanization. The problems that SB170 i
address, reliability and potentially high costs, can be

mmkets cre'ucd by restruc(urmg lhan through a rctu

‘ended to

through market-based solutions, while ensurmo enhancéd system rehabihty

Accordingly, CPC respectfuliy requests that SB170 be ngen an unfavorablc Teport.
Thank you for your consxderahon in this’ matter '

- Sincerely,

roy /AZ{//%

Neal B. Costello
General Counsel

Competitive Power Coalition of
New England, Inc. - -
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SOCETY
FOR THE
E)RFOTECTION
NEW HAMPSHIRE
FORESTS

54 Portsmouth Street

Concord, NH
03301-5400

Phone: 603/224-9945
Fax: 603/228-0423
info@spnhf.org

- www,spnhf.org
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April 8, 2003

The Honorable John Thomas

House Committee on Science, Technology and Energy
Room 304 Legislative Office Building

Concord, NH 03301

Re: SB170
Dear Mr, Chairman and Members of the Committee:

The Society for the Protection of New Hampshire Forests supports Senate
Bill 170, to the extent that enabling PSNH to retain their generating assets
will allow them to develop a wood-fired energy production capability at
one or more of their generating facilities.

As you know all too well, diverse and strong markets for low-grade timber
are vital to the state’s timberland owners and the entire forest products
industry. As the owners of 36,000 acres of well-managed woodlands in 80
commuunities across the state, we rely on these markets to practice
sustainable forestry. We support the continued operation of the existing
wood-fired power facilities.

Since early last fall, we have been discussing with PSNH the feasibility of
utilizing whole tree chips from forestry operations and sawmill residues
from New Hampshire sources at their Schiller facility in Newington, We
are convinced that the company is sincere about its intention to pursue
this, if and when the authority to retain their generating assets is approved
by the General Court. For this reason, we hope the committee will support
SB170.

Sincerely,

he

Charles R. Niebling
Senior Director, Policy and Land Management




Communicate ~ Educate ~ Legislate

110 Stark Street, Manchester, NH 03101-1977.
Tel.: (603) 669-9333, Fax: (603) 623-1137
: E-mail: service@grocers.org
Web Site : www.grocers.ore

April 7, 2003

. The Honorable John Thomas
New Hampshire House of Representatives

Chairman, Science, Technology and Energy Committee
68 Arlene Drive

Belmont, NH 03220-5140
Re: 8B 170: An Act relative to electricity and PSNH

Dear Representative Thomas:

“The NH Grocers Association strongly suppgrfé SB 170 as amended and urges your
committee to pass the legislation in order to become law. * - =

The NH Grocers Association represents over 1,000 busiriessés in the state, both large and
small, A reliable and affordable supply of electricity is essential not only to the health of our
member businesses, but also to the New Hampshire economy as a whole."The retail grocery
business is extremely competitive and we look for opportunities to preserve every advantage we
can for our riémber buisiriesses so that they can contimic to bé profitable, good employers and
strong members of their communities. Tl e el

Passage of SB 170, int our opinion, helps New Hampshire retain an advantage it now has in
terms of compétitive retail electric rates. Our Organization supported electric deregulation in NH
and the ability for customers to fréely choose an enérgy supplier. SB 170 preserves the
ability of customers to choose in the open marketplace, but also allows PSNH to retain their
power plants if it continues to be in the interest of their customers’. Given the fact that PSNH is
delivering electricity to customers from its facilities at prices that are well below the
marketplace, they are providing a competitive advantage for all of our member businesses, as
well as their many customers throughout the state.

Thank you for your interest and consideration,
Sincerely,

John Dumais
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Daniel Allegretti 1 Essex Drive
;ICG rr(esndsnl Bow, New Hampshire 03304
egu a‘ory 603 224-9653
. 803 224-3742 Fax

Constellation
Power Source

A Member of the
Constellation Energy Group

April 8, 2003

Honorable John Thomas

Chairman, New Hampshire House

Science, Energy and Technology Committee
State House

Concord, New Hampshire 03301

Re; SB 170 PSNH Divestiture Moratorium

Dear Chairman Thomas:

On behalf of Constellation Power Source, Inc. and Constellation NewEnergy, Inc. I
would like to express our concemns with Senate Bill 170, which is now before your
committee,

Constellation Power Source is a wholesale supplier of electric power to many of New
England’s electric utilities in connection with either their standard offer or default service
obligations, Specifically, we provide complete wholesale service to the Granite State
Electric Company here in New Hampshire to enable them to meet their service
obligations to their customers. Constellation NewEnergy is a licensed retail supplier in
14 states, including New Hampshire. NewEnergy currently provides over 4,500 MWs of
electrical supply directly to businesses throughout the country for their own use,
including some customers here in New Hampshire. Both companies are subsidiaries of
Constellation Energy Group, a Fortune 500 company headquartered in Baltimore
Maryland which also owns Baltimore Gas and Electric Company, one of the nation’s
oldest and most respected electric utility companies.

With respect to SB 170 we are coucerned with the extension of the moratorium on PSNH
plant sales for a number of reasons.

Furst, so long as a regulated company owns a power plant, ratepayers will be on the hook
for losses and stranded costs associated with that plant. A great virtue of competition is
that it permanently shifts investiment risk associated with the construction and operation
of generation plant off the backs of ratepayers and onto the shareholders. This then
protects consumers from getting a bill for additional stranded costs. Are lawmakers
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really prepared to place ratepayer’s money at risk, effectively putting them in the electric
generation business through continned PSNH ownership of these assets?

Second, allowing a regulated company to be in the generatlon bu a
separation or code of conduct will hkely create an opportunity and temptation for the -
company to favor its own retail service, through the use of its own generatlon rather than
fostering an environment conducive to meaningful competition. -~

Third, separating the stranded costs from the und erlying cost of power for the plants can
turn into an endless shell game. Transferring the plants to an affiliate or a third party

glves us a final accounting and eliminates any uncertamty as well as any opportunity for
gaming the stranded cost numbers.

3

Fourth, lower commodity rates at the expense of higher stranded cost charges is a Zero
sum game. If the assets are as valuable as PSNH claims, the1r value should be utlhzed to

reduce the stranded cost charge and commodity rates should then be reﬂectwe of market
rates. :

One alternative we put forward for your consideration is that

: PSNH could put the assets
out to bid and allow bidders to submit linked bids that would include a two-year contract

.to supply standard offer at a pre-determined set of rates. . This same -approach was
recently used in connection with the auction of the UNITIL. contract portfolio and was
successful. The Commission oversaw the auction and approved the’ results

A linked bid process enables snnultaneous evaluatlon of hnked bldS and separate bids for
the assets and for the load. Rather than guess which approach will maximize revenue, we
can instead solicit a comprehensive set of bids and make a real comparison.--Such a

linked bid process has been recently and successfully employed 1 ampshjre in the
case of UNITIL. Finally, the process enables the Commnission toset a just and reasonable
price for standard offer service that is based op forward market pi “ensuring that
all of the value mherent in the plants is captured for the beneﬁt of r_ epayers

We hope these observatlons are helpful to you and your commxttee in your deliberations
- and we look forward to workmg with you and the commlttee in connectlon with the bill.

Smcerely,

P2 (’//wfw

Daniel W. Allegrem
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HOUSE COMMITTEE ON SCIENCE, TECHNOLOGY AND ENERGY

EXECUTIVE SESSION on SB 170
BILL TITLE: relative to Public Service of New Hampshire.
-DATE: April 9, 2003

LOB ROOM: 304

Amendments:
Sponsor: Rep. OLS Document #:
Sponsor: Rep. OLS Document #:
Sponsor: Rep. OLS Doc'umenf #:
Motions: OTP, OTP/A, ITL, Interim Study (Please circle one.)
T I
" “Ssconded by Rep.
Vote: (Please attach record of roll cua]l vote.)

Motions: TP/A, ITL, Interim Study (Please circle one.)

Moved by Rep. Mazxfield
Seconded by Rep. Leach

Vote: 12-0 (Please attach record of 1oll call vote.)

CONSENT CALENDAR VOTE: 12-0

(Vote to place on Consent Galendar must be unanimous.)

Statement of Intent: Refer to Committee Report

Rep!Robert X. Introne, Clerk
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HOUSE COMMITTEE ON SCIENCE, TECHNOLOGY AND ENERGY

EXECUTIVE SESSION on
SB 170

‘ BILL TITLE: relative to Public Service of New Hampshire.

patE: 4 ﬂ}z}ﬂ 03

LOB ROOM: 304

Amendments:
Sponsor: Rep. ' OLS Document #:
Sponsor: Rep. OLS Document #: .
Sponsor: Rep. OLS Document #:

Motions: !OT% OTP/A, ITL, Interim Study (Please circle one.)

Moved by Rep. M'ﬁ Xﬁ[/ !5‘ZJD

Seconded by Rep. l_ £R GH

Vote:! 4 ﬁ , (Please attach record of roll call vote.)
Motions: OTP, OTP/A, ITL, Interim Study (Please circle one.)
Moved by Rep.

Seconded by Rep.

Vote: (Please attach record of roll call vote))

CONSENT CALENDAR VOTE: __/2 =0

(Vote to place on Consent Calendar must be unanimous.)

Statement of Intent: Refer to Committee Report

c i ;
/1
Rep. Robert E, Introne, Clerk
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SR _ . OFFICE OF THE HOUSE CLERE - 2003 SESSION
SCIENCE, TECHNOLOGY AND ENERGY

Bill #: 58| 70 Title: ﬁmﬂ%% Postie. fkﬁwbﬁ oF NM |
PH Date: J %k / @OZ 03 e " Exec Session Date: 01'; / Oq /@3

Motion: 0 "‘ . P L s ‘Amendment #: =7
_ MEMBER ! * NAYS
Thqmas. John H. Chairman

Maxfield. Rov D. V Chairman
Ham, Bonnie -
Harrington. Michael D
Introne. Robért E
Leach. Edward R

- Arnold. Thomas 1
Beaton. William A oo
Cataido‘ Sam A

" Crane. Elenore Casev
Hatch. Paul R
Nutter. Edward H
Ross. Lawrence C

~ Slocum. Lee G
Pitts. Jacqueline A .
Kaen.Naida L T
Harris. Joseph D X
Pelletier. Arthur J
Poulin. Richard L
Webber. Amv C

XX

TOTAL VOTE: , ' |
Printed: 1160003 f Z.. O
Appendix A .




79

Appendix A



gl R
O Kl

COMMITTEE REPORT

COMMITTEE: Scie;,nce, Technology and Energy

BILL NUMBER:,  SB170

TITLE: relative to Public Service of New Hampshire.

DATE: April 9, 2003 . CONSENT CALENDAR YES No [

X ouGHTTOPASS
] OUGHT TO PASS WITH AMENDMENT
]

~ TINEXPEDIENT TO LEGISIATE -

'REFER TO COMMITTEE FOR INTERI‘VI STUDY
(Available only in second year of biennium.)

This bill amends RSA 374 F Electnc Utility Restruct T vestricts Public Service Company from
selling generation assets prior to April 30, 2006 unless the Public Utilities Commission (PUC) finds
the sale of these assets to be in the economic mterest of retail customers. Securing these existing coal
fired plants in Bow and Newington and using their electric generation for New Hampshire PSNH
customers will save rate payers between 70 and 100 million dollars per year based on current
market costs. The legislature amended the 1996 electric utility restructuring law two years ago to
allow for a 30-month retention of these generating assets. Unstable wholesale energy prices and the
California energy crisis prompted our action to control our generation costs at that time. A provision
was alsa added that gave the PUC oversight of these generators and their associated operating costs.
The 18% rate reduction obtained in the restructuring settlement agreement includes approximately
3.5 cents per kilowatt for stranded costs. Part 1 of the stranded costs is for restructuring bonds and
will be eliminated by 2012. Parts 2 of the stranded costs are for existing wood and other high costs
energy contracts and they will be eliminated in 2006. The legislature will be in better position by
2006 to assess the sale of PSNH generation assets onice these part 2 costs, estimated to be 1.5 cents
per kilowatt, are eliminated. Finally, the bill requires the legislative electric oversight committee to
review and recommend legistation to address transition and default service prior to April 30, 20086.
This additional time will allow the committee to evaluate electric generation costs in the region and
decide which options are in the best interssts for New Hampshire PSNH customers.

Vote 12-0.

Rep. Roy D. Maxfield
FOR THE COMMITTEE

- Original: House Clerk
ce:  Committee Bill file
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CONSENT CALENDAR

USE ANOTHER REPORT FOR MINORITY REPORT

Science, Technology and Energy

SB 170, relative to Public Service of New Hampshire. QOUGHT TO PASS

Rep. Roy D. Maxfield for Science, Technology and Energy: This bill amends RSA 374-F Electric
Utility Restructuring. It restricts Public Service Company from selling generation assets prior to
April 30, 2006 unless the Public Utilities Commiission (PUC) finds the sale of these assets to be in
the economic interest of retail customers. Securing these existing coal fired plants in Bow and
Newington and using their electric generation for New Hampshire PSNH customers will save rate
payers between 70 and 100 million dollars per year based on current market costs. The legislature
amended the 1996 electric utility restructuring law two years ago to allow for a 30-month retention
of these generating assets. Unstable wholesale energy prices and the California energy crisis
prompted our action to control our generation costs at that time, A provision was also added that
gave the PUC oversight of these generators and their associated operating costs, The 18% rate
reduction obtained in the restructuring settlement agreement includes approximately 3.5 cents per
kilowatt for stranded costs. Part 1 of the stranded costs is for restructuring bonds and will be
eliminated by 2012. Parts 2 of the stranded costs are for existing wood and other high costs energy
contracts and they will be eliminated in 2006, The legislature will be in better position by 2006 to
assess the sale of PSNH generation assets once these part 2 costs, estimated to be 1.5 cents per
kilowatt, are eliminated. Finally, the bill requires the legislative electric oversight committee to
review and recommend legislation to address transition and default service prior to April 30, 2006.
This additional time will allow the committee to evaluate electric generation costs in the region and
decide which options are in the best interests for New Hampshire PSNH customers Vote 12-0.
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Stapler, Carol

From: mmaxfield [rmaxfield@attbi.com
Sent:  Wednesday, April 09, 2003 7:53 PM

To: carol.stapler@leg.state.nh.us -
. Subject: sb170 blurb

Good Morning Carol; As p‘romise:d:'.'.'.'.the blurb

roym

urb for Senate B111 170 Roy D Maxﬁeld for the comrmttee

This blll amends RSA- 374 F Electnc Utxhty Restructurmg It restrlcts Pubhc Servxce Company from
selling’ generatlon assets pnor to April 30,2006 unless the Publxc Ut'l"t' ’ 6n finds the sale of
these assets to be in the economic mterest of retail stomers Securmﬂr these existing coal fired plants in

The 18% rate reduction obtained in the restructurm0 settlement agreement mcludes approxxmately 3.5
cents per kilowatt for stranded costs, Part 1 of the stranded costs is for restructuring bonds and will be
eliminated by 2012. Part 2 of the stranded costs are for existing wood and other h;gh costs energy
“contracts and they will be eliminated in 2006. The legislature will be in better position by 2006 to assess

the sale of PSNH generation assets once these part 2 costs, estimated to be 1.5 cents per kilowatt, are
. eliminated.

Finally, the bill requires the legislative electric oveisi ght committee to review and recommend
legislation to address transition and default service piior to April 30, 2006. This additional time will

allow the committee to evaluate electric generation costs in the region and decide which options are in
the best interests for New Hampshire PSNH customers.

l/g‘tcf» 11—0

4/10/2003 )
Appendix A , . : P.82





