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[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

PROCEEDI NG
(Hearing Resumed at 1:35 p.m.)

CHAIRMAN GETZ: Okay. We're back on the
record in DE 10-195. And, turning to Ms. Hatfiel d.

MS. HATFIELD: Thank you, Mr. Chairman.
Good afternoon, panelists.

WITNESS LONG: Good afternoon.

WITNESS LABRECQUE: Good afternoon.

WITNESS SHAPIRO: Good afternoon.

WITNESS LARGE: Good afternoon.

BY MS. HATFIELD:

Q. Mr. Long, at the end of our morning session you had an
exchange with Mr. Shulock that confused me. And, do
you recall what that exchange was about?

(Long) No. I'm not sure what you're referring to.

Q. | thought you were referring to the new Provisi on
Number 3 on Exhibit 9 (Rev. 1). And, | thought i t had
something to do with, actually, it was the -- it was
the change from Number 9, which had a three -- a Term 3
and a Term 4, and the number 4 related to beyond 2025.
Do you recall that Provision 4 from the original Number
9?

A. (Long) Yes.

Q.  And, then, in Number -- in the Revised Number 9 , you

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

had explained that some of the provisions in 3 an
had been combined into just number 3, is that rig

(Long) Yes.

And, then, he was asking you, he said something
effect of "doesn't the PPA have a date with respe

the RPS law and -- or with respect to REC purchas
requirements?” And, | think you said "yes". Do
recall that?

(Long) Yes. And, | also indicated | would have
discussions over lunch on that, to clarify the th
Number 3 matter there.

And, now, the PPA, I think what you were both r
to, but I'm not sure | got it perfectly clearly,

you two talking about the fact that the PPA requi
REC purchases starting in 2014 for 20 years?

(Long) Well, I can explain what the issue is, i
want me to?

Okay. That would be great. Thank you.

(Long) Now I think | know what you're referring
Yes, | think the question under Item Number 3 is,

we refer to "excess RECs", to what law does it ap

To what New Hampshire REC requirement are we refe

to? And, as written here, it refers to RSA 362-F

And, the question was, is it that as of the date
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[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

PPA was signed or is it that which is applicable
time? And, the answer is, it's for that RSA
requirement, which is applicable at the time. No

be confused with the Power Purchase Agreement pri
under the RECs, which has a fixed date for the la

the prices are based on that fixed date.

But, in regard to this Item 3, which

only applies to certain measurements that would b
applicable to Cumulative Reduction Factor, the RS
reference here is as it may exist from time to ti
And, so, just if | can give you an example just
further clarify that, for purposes of Paragraph 3
the Class | REC requirement were to either decrea
increase, that's what you would look at to determ
how this provision is put into place?

(Long) Yes.

Are these all of the conditions that PSNH would
willing to support in terms of changes to the PPA
(Long) I guess the answer is "yes", because | h
seen any other.

In Provision Number 1 in the Revised Exhibit 9,
describe this as giving some more clarity to just
much of the output of the plant customers are com

to purchase, is that right?

at the
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[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

A.  (Long) I think that -- that's correct. | think | would
characterize it as a "cap”. You know, the maximu m
amount that would be purchased under the Power Pu rchase
Agreement.

Q. And, am | correct that the current PPA required that
PSNH purchase on behalf of ratepayers 63 megawatt s of
output?

A. (Long) No. But it's Exhibit A, which has a win ter
rating and a summer rating. And, what Appendix A says

is "The Facility will be designed to have a net

electrical output at standard conditions of

approximately 64 megawatts (winter) and 61 megawa tts
(summer)."

Q.  And, under the current draft of the PPA, do you believe
that you could have purchased 65 -- excuse me,
67.5 megawatts?

A.  (Long) I think it's a matter that could be argu ed,
because it says "approximately 64", and it does n ot
specify the maximum amount. Whereas, Item Number 1,
this condition does specify a maximum amount.

Q. And, do you recall that you were asked by Attor ney
Boldt about the possibility of federal legislatio n that
might impact some of the attributes of the Laidla w
facility?

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

A.

Q.

(Long) Yes.

Are you aware of any effort to change the New H ampshire
RPS in the current legislative session?

(Long) I haven't personally read anything. 1w as
informed today that there is a bill before the

Legislature. | have not reviewed it.

And, do you know if any aspect of that legislat ion
might impact the types of facilities that qualify for
Class I?

(Long) Again, | have not read any legislation t o date

that may be new or proposed.
And, if the definition of "Class I" was expande dto
include, say, large hydro, that might have an eff ecton
REC prices that would tend to drive them downward ,
would you agree?
(Long) All else being equal, yes, unless the ac tual
percent requirement was increased along with it.

MS. HATFIELD: One moment please.

(Atty. Hatfield conferring with Mr.

Traum.)

MS. HATFIELD: Thank you, Mr. Chairman.

| have nothing further at this time.
CHAIRMAN GETZ: Thank you. Ms. Amidon.

MS. AMIDON: I've asked Mr. McCluskey to

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

conduct this examination.

MR. McCLUSKEY: Thank you.

BY MR. McCLUSKEY:

Q. Mr. Long, I'm going to jump around, not necessa rily go
in order. Item 3, "Excess RECs". | thinkit's b een
established that the formula that's reflected in this
revision does not include Schiller, that's correc t?

A. (Long) That's correct.

Q.  Youwould agree that there was no agreement amo ng the
parties that discussed the first version of this
exhibit, there was no agreement among the parties that
it was appropriate to exclude Schiller?

A.  (Long) Well, yes. | would go beyond that an sa y
"there's no agreement on any of these." I've jus t
indicated this is something that the parties to t he PPA
could accept as conditions. And, I'm not represe nting
that anybody else has said they're for or against any
of these conditions.

Q. Okay. And, so that applies to the 2025 issue. The
combining of the 3 and 4 into 3, under the Revise d, is
not -- there's no intent to address that 2005 [ 20257 ]
issue here, is that correct?

A. (Long) I think the 2025 issue, if you will, is
addressed by Item Number 3. But | wasn't trying to

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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represent that anybody agrees on it, agrees with this.

Q. Thank you. Going to Item 4 -- actually, before I do
that, Item 3 proposes that any payments to Laidla win
excess of the market price for excess RECs would flow
into the Cumulative Reduction Account, is that co rrect?

A. (Long) Yeah, I think that's correct. If | can say it
slightly differently, that the actual price paid for
the REC would be compared with the value that was
received for that REC, and any difference would g o into
the Cumulative Reduction Factor.

Q. Okay. So, potentially, this could build up, th e
balance in the Cumulative Reduction Account, rela tive
to the current form of the PPA?

(Long) It could build it up or it could reduce it.

Q. Okay. Ifitwere to build it up, increase it, it would
still be subject to the market value cap that we
discussed earlier today, correct?

(Long) Yes.

Q. In fact, it would probably increase the risk th at the
cap would come into effect and some of this value would
never be realized by customers?

A.  (Long) Again, it depends on your assumptions an d
scenarios for the future. It could go either way It
could decrease the risk, | suppose, just as easil y as

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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]

it could increase the risk.

Q. Okay. With regard to 4, you said you didn't th
there was any agreement among the parties at the
session yesterday. But | seem to recall there wa
considerable agreement that the change from a $34
$30 base price would have no material impact on t
prices, is that correct?

A. (Long) | guess the way | would say it is that |
all by itself does not result in any change in pr

Q. Thank you. Inregard to 2, the interest rate t
set forth in two, | think is the same interest ra
that was in 2 in the first draft. |1 don't recall
discussion on whether that interest rate was
appropriate. Would you agree with that?

A.  (Long) As | said, no party has represented that
agree with this, other than the parties to the PP

But this is the same interest rate that's specifi
the Purchase Power Agreement.

Q. Item 1, this -- | calculate that this increase
63 megawatts, which we've been modeling this proj
on, to 67.5, would add $114 million that customer
would have to pay over the 20 years of the contra
assuming the 87.5 capacity factor. Does that see

does that comport with your calculations or does

ink

tech

to

he PPA

tem 4
ices.
hat's
te

any

they

edin

from

ect

{DE 10-195} [Day 3 Afternoon Session Only] {01-




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

13

[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

A.

A.

seem reasonable?

(Long) Are you saying that, compared to a numbe

that we would buy more power and RECs and pay mor

your calculation yields some number?
You would -- if the output of the capacity was
increased, you'd buy more of every product, energ
capacity, and RECs, at the -- presumably at the s
prices in the PPA. And, that would increase the
revenues that Laidlaw would receive by 114 millio
(Long) I haven't made that calculation, but the
is correct. If you get more product, you pay mor
You said that you thought that 67.5 would go so
to resolving the measurement issue. I'm not
understanding that. The existing facility -- my
understanding is that this increase would come ab
the replacement of the existing turbine generator
was intended in the initial facility with a new s
turbine. And, so, I'm not understanding why it w
be easier to establish what the output is for a
facility with a new turbine, compared with a faci
with an existing turbine?
(Long) Well, Appendix A says "approximately
64 megawatts", so someone might argue "67 is

approximately 64." | don't know what position pe

r of 63,
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14

might take. But Appendix A says "standard condit ions
of approximately 64." So, if they put in a turbi ne
that theoretically can operate at 67, but it only
operates at 65 or 64 or 63, | would think, you kn ow,
people -- it could well lead to a discussion.
MR. McCLUSKEY: [I'll hand it over to Mr.
Frantz.
BY MR. FRANTZ:
Mr. Long, earlier in your testimony, which seem s like
weeks ago now, it was probably only yesterday, or
perhaps on Monday, you mentioned that part of the PPA
was to not make some of the mistakes that perhaps you
made in the 1980s with the qualifying facilities and
the orders approving them. Do you remember that?
(Long) Yes.
And, wasn't one of the perhaps errors in retros pect
that the Commission approved orders at certain me gawatt
levels that, in fact, when the facilities were th en
financed and built were substantially larger than what
was estimated or expected to be built?
(Long) Yes, that was an issue, in some faciliti es.
So, do you agree that perhaps having a fixed ca pacity
would help alleviate that? In fact, you just dis cussed
with Mr. McCluskey that what's approximate would, in
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

fact, vary depending on and be an issue potential ly in

this PPA?

(Long) Yes. It's a potential issue. | agree.

Q. Would you agree that prices during some months are, on
average, certainly higher than other months of th e
year?

A. (Long) Historically, | think higher loads,

winter/summer, tend to yield higher prices.

Q. If you were looking to get more value perhaps f rom this
PPA, and one way to perhaps reduce risk is puttin ga
cap on megawatts, but couldn't you do the same th ing

for output megawatt-hours?

A. (Long) There's nothing in the PPA that does tha t, that

would do that. So, | don't see that as a viable

option.

Q. Did you attempt to do that in the PPA?

A. (Long) No. No.

I've got.

Good afternoon.

MR. FRANTZ: That's all the questions

CHAIRMAN GETZ: Commissioner Below.

CMSR. BELOW: Thank you, Mr. Chairman.

MR. SHULOCK: Excuse me.

WITNESS LONG: Good afternoon,

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

Commissioner.

CHAIRMAN GETZ: Mr. Shulock, yes?

MR. SHULOCK: Before the Commission
begins, may | ask a few follow-up questions, base d upon
the clarification that Mr. Long provided, based u pon his
discussions over the lunchtime?

CHAIRMAN GETZ: WEell, I guess we were
going to get some clarification over the lunchtim e.

MR. SHULOCK: | believe he clarified it
on the stand.

CHAIRMAN GETZ: Well, what | wanted to
ask, is that all of the clarification that was go ing to be
provided?

MR. BERSAK: | believe that it is,
Mr. Chairman.

CHAIRMAN GETZ: Okay.

MR. BERSAK: I think Mr. Long adequately
described what the proposed or potential change i n
Paragraph 3 of Exhibit 9 was intended to do.

CHAIRMAN GETZ: Okay. | guess we'll
permit inquiry onto that issue. And, | see Mr. E dwards is
now here, and you're raising your hand, sir?

MR. EDWARDS: Yes. | was unable to

attend any earlier today. And, I'm wondering, in light of

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

these changes to the PPA, if | could also cross M r. Long
with just a few questions?

CHAIRMAN GETZ: On the Exhibit 97

MR. EDWARDS: Yes.

CHAIRMAN GETZ: Okay. We'll permit
that. Well, let's -- Mr. Shulock, let's bring yo u
up-to-date, and then we'll give Mr. Edwards an
opportunity.

MR. SHULOCK: Thank you.

BY MR. SHULOCK:

Q. Mr. Long, if | understood your answer correctly , you
said that the term "New Hampshire Class | RECs", in
Section Number 3, is intended to apply the defini tion
-- the statutory definition of "New Hampshire Cla ss |
RECs" as changed from time to time by the Legisla ture,
is that correct?

(Long) Yes.

Q. Okay. So, the minimum requirement that you had to
obtain or retire New Hampshire Class | RECs would be
from -- the percentage from the statute, is that right?

A. (Long) The percentage as applied to something t hat
gives you an amount.

Q. Okay. By the way, what does "successor require ment"
mean there?

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

A.  (Long) Just what we said.

Q. And, then, the New Hampshire Class | RECs avall

PSNH from the Lempster PPA, that would be statuto

Hampshire Class | RECs, is that right?

A. (Long) Yes.

Q. Okay. And, a statutory New Hampshire Class | R

certificate that can be used for compliance with

New Hampshire Class | REC requirement, is that ri

A. (Long) Yes.

Q. Okay. And, it would be the same for Smith Hydr
statutory?
(Long) Yes.

Q. Okay. And, would it be the same for New Hampsh
Class | RECs purchased from seller, the statutory
definition from time to time?

(Long) Yes.

Q. Okay. So, if the statutory definition of "New
Hampshire Class | RECs" changes, or the eligibili
requirements to produce a New Hampshire Class | R
defined in the then current statute changes, woul
facility -- I'm sorry, would the Laidlaw facility
producing New Hampshire Class | RECs, as defined
statute at that time?

A. (Long) I'm not sure | follow your question. If

able to
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]

statute defines it so, then it will. If it does not
define it, then it won't. That doesn't mean that it
won't qualify somewhere else and have value.

Q. We're speaking, aren't we, about New Hampshire Class |
RECs that can be used for compliance with the New
Hampshire RPS, right?

A.  (Long) Yes. But we're also talking about the
disposition of excess RECs.

Q.  Would you agree with me that, if it's defined a s "New
Hampshire Class | RECs", as defined by the statut e from
time to time, and the facility is not eligible to
produce New Hampshire Class | RECs at some later point,
either because the requirements change or whateve r,
that all Laidlaw RECs would be considered "excess "?

A.  (Long) It could, you could have that scenario.

MR. SHULOCK: Great. Thank you very
much. Oh -- thank you.
CHAIRMAN GETZ: Mr. Edwards.
BY MR. EDWARDS:
Q. Mr. Long, since PSNH and Laidlaw, well, for tha t
matter, everyone here, is diligently working towa rds a
PPA that's more acceptable to everyone involved h ere, |
would anticipate that you're communicating with L aidlaw
regarding everything that can be done to reduce t he
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO

20
]

rate within the PPA, am | right?

(Long) No, you're not. The PPA has already bee n
signed. There's no more negotiations.

Okay. So, we're not trying to find out any oth er
further ways of reducing the rate within the PPA at
this point in time with Laidlaw?

(Long) No. No, that price -- that price is def ined in
the signed agreement.

Okay. As | mentioned the other day, Mr. Sansou cy's
expert testimony is stating that the infrastructu re of
that facility should be saving a considerable amo unt of
money. And, given those savings, | would think t hat it
would be important for us to know that Laidlaw ha S
taken those savings into consideration, the
infrastructure into consideration, in trying to ¢ ome
together with a price, a rate as low as they can,
wouldn't you agree?

(Long) Well, | don't know what Laidlaw did or d idn't
consider. Again, I'm not Laidlaw. | represent P ublic
Service Company.

Okay. And, for that matter, if there hasn't be en any
conversation with Laidlaw regarding economy of sc ale,
in hopes that that economy has also been reflecte din
the PPA, is that right?

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

MR. BERSAK: Mr. Chairman, | know that

Mr. Edwards was not here this morning, but | thou ght that
we are now limiting the examination of the panel to what
was in PSNH Exhibit 9. And, | believe that some of the
matters that Mr. Edwards might have been referrin gtoin
his previous question related to portions of test imony
from Mr. Sansoucy that had been stricken. I'm no t going
to object, I'm just trying to figure out where yo u want

this portion of the proceeding to go.

CHAIRMAN GETZ: Well, Mr. Edwards, | did

ask if your questioning was going to be relative to
Exhibit 9, you indicated that it would be, and yo u
indicated that you only had a few questions. So, | need
to get a feel for where you're going, because you 're off

of Exhibit 9 it seems at this point.

MR. EDWARDS: | guess | don't have any

further questions. | was just curious if, in lig ht of
trying to make this PPA more acceptable to all of the
parties, whether or not some communication betwee n Laidlaw
and PSNH was taking place. Because, unfortunatel y, we

don't have Laidlaw here to ask.

BY MR. EDWARDS:

So, based on what you're telling me, there is n 0

communication between the two parties of the PPA

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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regarding the questions that | asked the other da y?

A. (Long) Oh, for clarity, because I did say it ea rlier
today also, the items that are listed in PSNH Exh ibit 9
Revision 1 have been discussed between the partie sto
the PPA.

MR. EDWARDS: | have no further
questions.

CHAIRMAN GETZ: Thank you. Commissioner
Below.

CMSR. BELOW: Thank you.

BY CMSR. BELOW:

Q. Let me start with the general rebuttal testimon y of the
witnesses. What do you consider to be a long-ter m
Purchase Power Agreement in general? How many ye ars?

A. (Long) Well, to me, it's 15, 20 or more years.
Sometimes I've heard people refer to two and thre e
years as "long term”. But, when | think of "long

term”, it's longer than two or three years.

Q. Okay. On Page 19, at Line 4, is the statement that
"PSNH would not enter into a long term PPA withou t the
CRF." Is that a general statement or is it inten ded to
apply to this PPA? Well, it doesn't say "this PP A", it

says "a long term PPA".

A. (Long) Yes. And, in that context, Commissioner )|

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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really was thinking about the "15 to 20 or more". We
have done agreements of two or three years, and t here's
far less risk of mismatch between contract prices and
market prices, because you'd have a shorter term guote
from a broker. You know, you know what some of t he
alternatives is, but you don't have that sort of
information for a 15, 20 or longer period. And, so,
I'm really referring to the longer long-term
agreements. And, this really gets to what we sai d
earlier that, because prices are not predictable, we'd
need some sort of protection and some sort of bal ance
between tying it to market prices, at the same ti me
providing revenue assurance that would allow fina ncing.
Wasn't the Purchase Power Agreement with Lempst er Wind
Farm approximately 15 years in length and didn't have a
CRF?
(Long) No, it didn't. And, as | stated earlier A
don't think that contract is duplicatable. You k now, |
haven't seen any like it, and | don't have any ho pes
that a developer today would accept those prices. It
was a unique bilateral discussion, you know, on t he
developer that really needed our assistance. And |
think have actually -- we did quite well in negot iating
those prices of the product that was later sold. But
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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A.

it was really a reflection of the circumstances a
time with that party.

Okay.

(Long) And, wind, | will say, is less capital-i

than a biomass. So, | wouldn't want to compare a
contract with a biomass contract, because they do
different operating characteristics, but certainl
different capital characteristics, different econ
effects on the state.

On Page 24, at Line 5, there's the statement th
"Migration is heavily influenced by the price of
Energy Service relative to the costs of full
requirement service available via a competitive r
supplier.” And, the next sentence points that it
cycled up and down. Do you have any concern that
the short term, if the total price of this produc
once it comes on line, were to be higher than the
competitive pricing, that it could aggravate --
increase the rate of customer migration and poten
aggravate the problem of rising prices for a shri
Default Service customer base?

(Long) Yes, | do have some concern. And, | thi
does raise, you know, what renewable policy issue

the state that | think are worthy of discussion.
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yes, it could have. | don't what the prices will

2014 or '15, or whenever this comes into service,

it goes on for 20 years. So, that concern might
exist when it actually goes into service, | don't

It depends on market conditions at the time. But

| think it relates to a policy issue of "how do w

New Hampshire, particularly in New Hampshire, but
New England, advance renewables under, you know,
market price conditions?"

On Attachment PSNH Rebuttal 2, which is | guess
39, there's this graph of "Energy Pricing Under L
PPA". And, since this is going back in time, |
wonder if somebody could explain, | know you've t
on this earlier in your testimony, but explain, |

this is a hypothetical, as if the Laidlaw PPA had

in effect starting back in what, March of '03. H
you sort of run the clock backward to try to crea
this hypothetical historical comparison?

(Long) Yes. Quite simply, you know, as we said
can't predict the future, but we can at least mea

it against things that happened in the past. And
market prices are what they are. They're from IS
they're real, actual data. And, the wood prices

simply taking the formula that's in the Power Pur
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Agreement, applying the actual wood prices to tha
formula, and then plotting them on this chart.
So, this is just looking at the energy componen

adjusting the energy -- the base price, based on

Wood Price Factor and the Wood Price Index, based

what you -- an historic wood price data series, b
quarter, or a month, or something like that?
(Long) Yeah, that's the idea. It's purely a

demonstration that, you know, despite, you know,

beliefs and assumptions of some of the witnesses,

know, here's how it would have played out, and it
be highly competitive with the energy market. An
know, this is -- that was the time frame in which
was negotiated.

Okay. For Dr. Shapiro. In general, is the sor
major import of your rebuttal testimony that, eve
you try to account for or make an assumption that
there's a above-market price factor, and, essenti
the cost to ratepayers of paying that above-marke
from what they otherwise would have paid for
electricity, and if you account for that in the R
model, that that negative economic impact of loss
income, if you will, that can be spent on other t

is still less than the positive benefits on an on

the

on

the
you
would
d, you

this

t of

n if

ally,

t cost

IMS I
of
hings

going

{DE 10-195} [Day 3 Afternoon Session Only] {01-

26-11}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO

27
]

operational basis?

A. (Shapiro) Yes. Just to be clear, the estimate of the
26 million of the cost, we disagree with. We've had a
lot of discussion about that. But it was put out and
relied upon in Staff testimony for the analysis. And,
in my rebuttal, | point out that the benefits tha tare
estimated to come from such a project of this mag nitude
directly in a sector this important to the econom y does
outweigh, from a modeling perspective, any potent ial
downside of a price increase. Under that hypothe tical
assumption, that's what the price increase would be.

Q. On Page 4 of your testimony, at Line 3and 4, y ou point
out, as one particular additional benefit, the
expectation that Laidlaw, as stated in their SEC
application, that they would "pay in excess of a
million dollars in local property taxes."

(Shapiro) Yes.

Q. That -- | take it that you didn't model that to reflect
that specific impact, but presumably, assuming th at
Laidlaw has a fairly small marginal impact on ser vices,
you know, which is a big assumption, but assuming that
they don't increase the cost for the City of Berl in and
the Berlin school system to serve the public or p rovide
services, presumably most of that million dollars would
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be reduction in property taxes to other taxpayers

which would mean that those other taxpayers have that
money to spend on other things, is that correct?

A. (Shapiro) Yes.

Q. Asmuchas--

A. (Shapiro) It is.

Q.  And, there would be, if you put that in the RIM Sl
model, that would have some impact of that increa sed
money available for other expenditures or investm ents?

A. (Shapiro) Yes. The RIMS Il really looked at a limited
set of the benefits. It looked, on an operating basis,

primarily at the wood purchase. And, secondly, t he
direct 40 jobs from operation. It did not take i nto
account the total operation expenditures or the
indirect or induced impacts from the 40 people th at
would be working there, any of the tax benefits, and
then how that would flow back through the economy , from
reducing taxes to area businesses, the direct ben efits
of the funds to the City for further economic
development, or the synergistic development, if t hey
come forward to collocate a biomaterials facility . So,
the numbers that | based on to come to the conclu sion
that any negative impacts of the hypothetical
$26 million rate increase were still dwarfed by t he
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO

29
]

positives, were still only a subset of all the be nefits
that | raised in my direct and rebuttal.
Okay. Turning to the Purchase Power Agreement, | guess
that's Exhibit 2, I've got several questions. Fi rst
is, does anyone know whether -- how long the comp liance
obligation in other New England states that have an
RPS, all the states other than Vermont, how far t hey
extend till?
(Long) It's my understanding that they extend
indefinitely.
Okay. And, does -- would the Seller, under the PPA,
have any obligation to qualify their output under the
RPSs of other New England states?
(Labrecque) Yes. I'm looking for the section. I
believe it's Section 8.1 that begins on Page 12. And
that, at the top of Page 13, states "Seller also
agrees, promptly following receipt by Seller of a
written request from PSNH, to make commercially
reasonable efforts to apply to other programs for the
purpose of increasing the value of the products t 0
PSNH." It goes on to state that that's primarily
administrative costs of making filings and prepar ing
data. If they had to install additional equipmen tor
make any material changes to operations that woul d
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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increase their expenses, the two parties could di scuss
whether or not PSNH could offer to make a payment to
compensate them, in order to receive this increas ein
value.

Q. And, what if, arguably, it didn't increase the value of
the products to have them qualify under other sta tes'
RPSs, then they wouldn't need to? | mean, they
wouldn't be obligated, if you make the request, i fit
didn't increase the value of the products? | mea n, I'm
just trying to contrast that with Section 9.2 bel ow,
which explicitly states that "Seller shall...oper ate
and maintain the facility so that it obtains and
retains its eligibility to produce New Hampshire Class

| RECs, subject to the provisions of Section 8.1. "
But, | mean, that's rather explicit, that they ha ve to
maintain it, retain its eligibility to produce Ne w
Hampshire Class | RECs. But they don't really ha ve
that, quite the same obligation under 8.1, becaus e,
first of all, you have to make a written request, and
then, second, it has to presumably increase the v alue
of the products for them to qualify them.

A.  (Long) Yes. Commissioner, | would say increase the
value or increase PSNH's flexibility in dealing w ith
its entire portfolio. You know, | think, general ly
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speaking, if we don't think a REC will have value ina
state, we probably wouldn't request, you know, th e
owner of the facility, Laidlaw, to pursue it. Bu t, if
we felt it gave us flexibility or might, in the f uture,
give us flexibility, or increased value, but -- 0 r the
potential for value, then, you know, we want them to
cooperate with us and register in other states, m uch
like Schiller is registered in multiple states.
Q. Okay. I'd like to try to understand, I'm a lit tle
confused about how some of these provisions would
operate absent a change in law, in particular wit h what
happens after 2025. And, | understand there's, y ou
know, there's different legal interpretations, bu tI'm
trying to understand from a business deal point o f view
how this might play out. And, it would perhaps a ssist
me, if you could look at a common version of the RSA.
CMSR. BELOW: Mr. Bersak, could you
assist me in providing your witness --
MR. BERSAK: Absolutely.
CMSR. BELOW: -- with a copy of an
excerpt from the RSA 362-F:3.
(Atty. Bersak handing document to the
witnesses.)
BY CMSR. BELOW:
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

32

[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

Q.

And, | think previously, Mr. Long, when you wer
referring to it, you were looking perhaps at a ve
that was from online or some other source that di
have the table with the numbers lined up clearly.
you previously, in your testimony, talk about 362

(Long) Yes.

Yes. Okay. And, | think you previously testif

you interpreted this requirement to extend beyond
not as a legal interpretation, but from your tryi
develop a business arrangement with the seller,
correct?

(Long) Yes.

Okay. Just looking at this, where the first se

says "For each year specified in the table below"
then it talks about the providers of electricity
compliance obligation, if you will, to obtain or
certificates. And, the table has some columns he
"2008" through "2015", then it jumps to "2025".
there's an asterisk in which, at the bottom of th
table, there's a footnote that talks about "Class
increases an additional one percentage per year f
2015 through 2025. Classes Il through IV remain
same percentages from 2015 through 2025". So,

presumably, because that footnote's part of the t

rsion
dn't
Did

-F:3?
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you know, the 2015 through 2025 are covered. But

would seem that there's at least some ambiguity a sto
what -- or there might be ambiguity beyond 2025. But
let's assume that some court of competent jurisdi ction
determined that, without any change in law, with the
way the law reads now, there's no obligation beyo nd
2025. If one assumes that, then some of the lang uage
in the PPA talks about -- it talks about what hap pens
if there is a change in law, but, if there's no ¢ hange
in the law, and the law were to be interpreted to say
“"there's no obligation beyond 2025, is it your
understanding that there would still be a basis f or
determining the price, because, presumably, there would
be an ACP through at least 2025, and possibly bey ond
that? And, | guess the question -- | guess what I'm
trying to understand is, is what -- is there some risk
that, without a change in the law, that there are no
Class | RECs or that the price is -- that there's not a
clear -- that there's not an ACP to index to beyo nd
2025 without a change in the law? | mean, does t he
economic bargain that's being struck explicitly a ssume
that the obligation in the ACP goes beyond 2025,
irregardless of how the law is actually interpret ed or
decided, say, by the New Hampshire Supreme Court what
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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it means?

A. (Long) No, | understand your analysis. And, | think
your premised on "no requirement after 2025". An d,
your discussion sort of points to, as you said,

"ambiguity”. Because there's other sections of 3 62-F
that provide for the ACP to continue to be increa sed
beyond 2025. So, when you look at those other se ctions
of 362-F, it sort of doesn't make sense that ther e
would be no requirement, even though Commission r eview
continues beyond 2025 and ACPs continue to be set

beyond 2025. And, that's part of the reason why I
believe it was not the legislative intent for thi sto
read that it "ends at 2025". If it does, if that 'S
somehow found to be the case, then, as you said, the
contract prices would be as set by the contract, and
the value of all the renewable attributes, you kn ow, we
would try to market and obtain them through whate ver
means we could.

Q.  So, if we reference 362-F:10, Il and Ill, and d 0 you
have a copy of that somewhere? |didn't -- oh, i tis
actually on the back of what | provided you.

(Long) Oh, there it is.

Q. Il of 362-F:10 states, "In lieu of meeting the

portfolio requirements of RSA 362-F:3 for a given
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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year", and then it goes on and talks about the AC Ps.
So, again, | guess the question is whether a "giv en
year" refers to years -- the years up through 202 5or
might extend beyond that. But, in lll, it sSimply says
"Beginning in 2008, the Commission shall adjust t hese
rates by January 31st of each year using the CPI" , and
it specifies it. So, what you're saying is, for the
purposes of the business terms of the PPA, you're
assuming that 362-F:10, lll, because there is no
constraint on the years, that the Commission will keep
adjusting the ACPs indefinitely under current law :
perhaps irregardless of whether there's actually any
compliance obligation beyond 20257
(Long) That's why the only way | can read the | aw in
its entirety is that it goes beyond 2025. Again, you
asked earlier, it's how all other states have set up
their RPS, and many of those states set it up bef ore
New Hampshire did. And, New Hampshire was modele din
large degree after Massachusetts. And, then, IlI and
IV, and then there's also another section where m onies
are distributed by the Commission. And, they all say
"annually thereafter". None of them say "This en dsin
2025." And, so, again, I'm not a lawyer, but, as I
read it, when you read it altogether, this goes o n
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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indefinitely. And, that the Governor's goal and the
State's goal was to reach 25 percent. And, itra mps up
to about that number, 25 percent, in 2025. So, y ou
know, my interpretation is, the State has reached its
goal, it's hitting 25 percent. | don't think the State
meant to go to zero the very next year. | think they
meant "go get to 25 percent, and at least stay th ere as
a minimum, as a minimum requirement.” It just ma kes no
sense to me to go from 25 to zero. And, as a bus iness,
it basically tells businesses "don't do anything about
complying, other than take short-term market pric es,
because the law tells you you have no requirement in
2026." And, that just is a nonsensical interpret ation,
in my opinion.

CMSR. BELOW: Mr. Bersak, could you

assist me again with one other document.

MR. BERSAK: Absolutely.

(Atty. Bersak handing document to the

witnesses.)

BY CMSR. BELOW:

Q. They're all the same. What this is is a sectio n of our
-- the New Hampshire Code of Administrative Rules , Part
Puc 2503, "Renewable Portfolio Certificate
Obligations”. And, Puc 2503.01 is the "Minimum
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Certificate Obligations”. And, | think, if you | ook
at, under (c), it says "Pursuant to RSA 362-F:3, for
calendar years 2012 through 2025, the percentages shall
be as specified in Table 2500.01 as follows and a S
modified pursuant to (d) through (g) below.” And , do
you see "Table 2500.01 Minimum Electric Renewabl e
Portfolio Standards"? Do you see that?
(Long) Yes.
Q. Okay. And, is it apparent that the table only goes
through 2025 and is silent beyond 20257
A.  (Long) Yes. That's what it says, because those are the
only years in which it changes. So, you don't ne ed to
show any more, because nothing changes beyond thi S
table. You know, if you don't show a 2026 that s ays
"now it's zero", so, since no change is shown, | think
it's fair to say that interpretation could well b e and
that's where it is and that's where it stays, you know?
But that's a legal question?
(Long) Yes. I'm just saying, that's the way | read.
Q. Okay. And, Puc 2503.02, which is on the flip-s ide,
"Alternative Compliance Payments", (b) says, "On or
before January 31 of each year, the Commission sh all
establish the alternative compliance payment for each
class by adjusting the previously applicable
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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alternative compliance payment by a percentage eq
the annual percentage change, as measured from th
preceding ... year, in the Consumer Price Index",
it goes ahead and specifies which one that is. |
-- is there anything there that indicates that th
only for certain years or just says --

A. (Long) No, it goes indefinitely, by my interpre

Q. Okay.

A. (Long) There's no -- there's nothing that says
should stop in year 2026 or '25.

Q.  So, irregardless of the compliance obligation,
that might legally be interpreted, your view, fro
business point of view, is that the PPA can opera
because it connects what you pay for the renewabl
product payment to the ACP ultimately as publishe
produced by the PUC, pursuant to this Rule Puc 25
is that correct?

A. (Long) That's correct. But, when | was looking
| wasn't looking at the rule, | was looking at th

Q. Okay. Do you understand that generally rules,
administrative rules have the force and effect of
(Long) That's my understanding.

Q. Okay. So, it's part of the application of the

if you will. 1think I may be ready to leave thi
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topic. Did you want to --
CHAIRMAN GETZ: Yes, | just wanted to
make sure | understand.

BY CHAIRMAN GETZ:

Q. But, | think, Mr. Long, in responding to Commis sioner
Below, you've been focusing on what your understa nding
is of how the law will act after 2025. And, | th ought
one of the points that Commissioner Below was poi nting
out was, in the operation of the pricing under
Section 6.1.2(c) on the Class | RECs, that it loo ks

like, in your definition of "Renewable Products
Payment" under 1.57, you've anticipated having a
reference point to use if there is a change in la w.
And, I thought part of the import of his question was,
"what if it's not a change in law necessarily tha t
leads to no RECs after 2025, but there is an
interpretation of the law as it exists different from
your understanding of what the law is?" So, "is there
a set that you haven't covered in the contract?" I
think is the question.
CMSR. BELOW: That's right.
BY THE W TNESS:
A. (Long) Yes. It's a valid question. You know, | and we
have always believed that the requirement goes on
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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indefinitely. And, the Power Purchase Agreement was
built on that basis. And, the Item 3 that we pre sent
today is a way of addressing the possibility that there
might not be a requirement, and | think, as you s ay, an
interpretation that's different than mine. And, that's
what that offer of 3 was intended to address. Bu t, |
think, to me, it's -- if the law is ambiguous, if it
can't be cleared up in some proceeding, then, you know,
maybe perhaps go to the Legislature and then ask them
to clarify it. But -- or maybe the record alread y
does, maybe the legislative intent record already does
clarify it, I don't know. You know, that could b ea
legal proceeding or some sort of review.
It just, from a business point of view,
it just makes no sense to me. And, | don't think it
was the intention of the parties, the legislators who
passed that law, that it would just hit a cliff o n the
year 2026 and go down to zero. | mean, if that's the
signal they send to the business community and
developers, it's essentially saying "We really do n't
want renewables.” You know, and | think it's jus t the
opposite. | think this state has repeatedly and its
officials have repeatedly said "We want to go on a path
of greater renewables.” And, | think, as the RPS is
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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written, it says "minimum®”. It seems really odd to me
that they would say "The minimum is this, and you can
exceed this minimum, but we're going to make the
minimum zero."
BY CHAIRMAN GETZ:
Q. But, again, that's going back to how do you --
A (Long) It makes no expense.
Q -- how do you interpret 362-F?
A. (Long) Yes.
Q. And, this is a very specific question about "is there a
whole in the contract that hasn't been contemplat ed?"
A. (Long) Well, it doesn't change the prices. As you
pointed out, the prices are set in the contract, and |
think that we know what they are or what they wil | be
in the future. If your question gets to "what is the
value of the renewable attributes that you have i n the
contract, and, as | said, the contract is written SO
that we get all renewable attributes, not just Ne w
Hampshire REC attributes. But it could be CO2
emissions, it could be cap and trade, it could be a
National Renewable Portfolio Standard that exists
sometime in the future in the history of this thi ng
that happen way before 2025. And, that's why we wrote
the contract the way we did. We just -- we know that
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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sometimes there are changes in policies and laws,
know, but we think the direction is for more
renewables, not less, for more environmental acti
not less, for more action by the federal governme
not less. And, so, we tried to position this thi
create -- to just continually create opportunitie
value.
CHAIRMAN GETZ: Commissioner Below.

BY CMSR. BELOW:

Q. Turning to PSNH Exhibit 9 (Rev. 1). The openin
says, "In response to testimony of the parties, t
developer had indicated that it is willing." Is
fair to read that as saying "the developer has
indicated and continues to be willing to make the
following changes"?

(Long) That would be a fair reading.

Q. Okay. And, I think, under 1, you've already in
that there may be some ambiguity in Appendix A to
PPA concerning the "approximately 64-megawatt
(winter)", that this would -- is intended to clar
I'm trying to understand what it means. It says
the purposes of the PPA", which does that suggest
they could go ahead and build it larger or add to

but that you wouldn't be obligated to make purcha
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beyond, under the terms of the PPA, beyond the

effective output of 60.5 megawatts?

A.  (Long) Yes. Let me precede that by saying Laid law has
gotten a Site Evaluation Committee approval, base d on,
you know, specifications they filed with the 1ISO- New
England based on specifications. So, if this con tract
guantity was to be I'll say "capped" or not to ex ceed
67.5, the way that would work mechanically is, if there
was any hour in the year where the net amount was more
than 67.5, it would not be billable under the Pow er

Purchase Agreement. We, under the Purchase Power
Agreement, we would not buy the kilowatt-hours, t he
capacity, or the renewable attributes. And, that would
be measured every hour. And, if the plant -- the
facility did exceed that amount, then they could do
whatever they want with that additional amount,
including, you know, selling to us under short-te rm
avoided cost rates, for instance. That's the int ent of
1.

Q. So, in any one hour, you wouldn't buy more than 67.5
megawatt-hours under the PPA of products?
(Long) Correct.

Q. Okay. And, the base price on energy that, Clau se 4 of
this, you're saying it's sort of -- it's a wash,
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because changing the initial base price is the sa
if you, you know, the base price at $83 and $34 a
is equivalent to 75.80 at $30 a ton, using the 1.
per megawatt-hour price factor, is that correct?

(Long) Yes.

Okay. Which is just taking that $4 difference,
multiplying it by 1.8, which is $7.20, and subtra

it from the $83. So, the Wood Price Factor claus
number 5, that's one that you said could also cut
either way, in terms of impact to Default Service
ratepayers, if you will. To the extent that wood
prices go down further, it would lower the price
than if it was 1.8, on the one hand. On the othe
hand, to the extent wood prices go up, it would r
the price less under 1.6 than it would under 1.8,
that correct?

(Long) That's correct. And, | think the way th

is, if you're in a period of increasing wood pric

see if my colleagues agree with me, then customer

would choose both 4 and 5. Because, combined, th

make that the lowest price under the contract.
(Large) Yes.
(Labrecque) Correct.

(Long) And my colleagues agree.
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Okay. That's good. So, going back to 3, "Exce SS
RECs", where the reference is "the minimum requir ement
of PSNH to obtain and retire New Hampshire Class | RECs
pursuant to RSA 362-F." That, again, if there we re to
be an interpretation under current law that requi rement
goes to zero for 2026, then there would be 100 pe rcent
excess at that point. And, assuming that they're still
deemed to be Class | RECs, or, in any case, | gue SS
this is what I'm a little bit confused about, und er
that scenario where the current law is interprete dto
have no obligation beyond 2025, presumably they w ould
all be excess, but they might not be Class -- the y may
or may not be Class | RECs. And, I'm just saying "may
or may not be", because I'm not trying to make a
judgment on that, it's just maybe that's another
ambiguity or something that's not -- I'm not pres uming
one way or the other in the law. But would this be
intended to extend -- is this conceptually the sa me as
"Renewable Energy Product” under the PPA?
(Long) Yes. That's what | wanted to say. I'm not
talking about the intent, and if there is a word here
or there that has to be changed, you know, | thin kit's
important just to understand the intent. And, yo u
know, if those -- under your scenario, if all of the
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO

46
]

RECs under the -- the product were to be "excess" , then
we would market those and get whatever value we ¢ ould
from whatever market might be available. I think
that's probably the better way to think about it. And,
then, that value would be compared against the co ntract
price paid, and the difference would go to the
Cumulative Reduction Factor.
Okay. | think that's all. I'll just check. O h, I had
another question. | think, Mr. Long, you testifi ed
previously that you believe biomass currently to be
more capital-intensive than wind, is that correct ?
(Long) Yes.
Presumably, you're referring to kind of convent ional
onshore wind, such as has been developed in New
Hampshire?
(Long) Yes. Yes, versus offshore, versus, you know,
whatever additional transmission requirements the re
might be if wind is remotely located. What | was
really referring to is the nature of the producti on of
power. A biomass plant requires a turbine, you k now,
requires a boiler, things that a wind turbine do not
require. And, obviously, those things make it a more
capital intensive method of producing energy. Bu t also
a more reliable and more dispatchable source.
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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Q. How would you compare the operational cost, as a
general --
A. (Long) Biomass operational costs are clearly hi gher

than a wind turbine operational costs.

Q. Principally, because they have a fuel cost?

A. (Long) A fuel cost and a boiler and a turbine, which

require people to maintain and operate.

Q. Okay.

A.  (Long) And, that goes to the economic benefit, if you

will, to the jobs aspect of it.

CMSR. BELOW: That's all.
CHAIRMAN GETZ: Commissioner Ignatius.
CMSR. IGNATIUS: Thank you. Good

afternoon.
WITNESS LABRECQUE: Good afternoon.
WITNESS LARGE: Good afternoon.
WITNESS LONG: Good afternoon.

BY CMSR. IGNATIUS:

Q. Dr. Shapiro, can you go back to your benefits f ora
moment? And, | know you said you calculated thro ugh
the RIMS model only the 40 direct jobs that would
remain for the operation of the plant, correct?

A. (Shapiro) | technically added the 40 to what | used

RIMS to calculate the jobs associated with the wo od
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purchases, yes.

Q. Allright. Thank you. Ithink | understood th at. So,
let's talk about the jobs that you think are a
reasonable result from the construction and opera tion
of the plant. You used categories of the "direct
“indirect”, and "induced". And, just go through again
what those categories, examples of each of those kinds
of categories and the numbers that you anticipate are
likely.
(Shapiro) Okay. Let me just, was there a parti cular --

Q. Yes. I know, in your -- I'm sorry. | know, in your
direct, you started to speak to those on Page -- well,
it's Bates 109, Page 5.

A. (Shapiro) Okay. The direct jobs are generally the
people that are directly hired. So, in the
construction phase, it will be construction worke rs for
site preparation, trades workers, electrical, plu mbing,
installation, people working on-site, engineers a S
well, people who are overseeing, supervising, the re's
administrative backup that goes along with that,
compliance, safety. So, it goes through the whol e
trades that are involved in the Project, and then
administrative, engineering and technical that go along
with that. They're considered the "direct" jobs.
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"Indirect” are usually the purchases that you're making
from local companies. So, you might purchase con crete,
fill from area places, you might contract out wit h
transportation companies. So, generally, "indire ct"

are the purchases made through companies. So,

sometimes there's a little bit of, "well, which i sa
"direct"? Which is an "indirect"? It depends on

whether you're contracting out or you're directly

hiring. And, then, the "induced" is all of these folks
are then additionally spending their money, some

percent that you're paying to them through payrol I and
through the services, and then they're turning ar ound

and making additional purchases.

And, does "induced" reach out as far as the sto pping to
get lunch in the middle of the day or is that eve n
beyond?

(Shapiro) No. That would be induced, yes.
The quantity of jobs that you anticipate for ea ch of
those categories and the duration of those jobs, can

you summarize please?

(Shapiro) Yes. The construction phase, | mean, by
definition "construction™ are over a period. We have a
significant construction workforce in the state, very

high unemployment, has been hit very hard by the
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recession. They go from job to job. That's the nature
of these positions. They may be full time at the
Company they work with, they may not be, dependin gon
how they're structured within their own company. You
know, sometimes you have seasonal employment, tha t's
some types of companies, and others are able to ¢ arry
some people all year round. It really depends on the
structure and what type of contracts, to the exte nt
they're going to work with unions, general contra ctors
and whatnot.
So, that period, within the SEC filing,

Laidlaw made representations that there's a ramp- up and
a ramp-down of the workers, then there's a primar y.
And that, when you're into the height of the
construction is when you're going to get into the over
300 people on site. So, there's a period over ti me.
And, what | tried to look at, in order to get at "Well,
what's "indirect"? What's "direct?" "Induced"?" Just
to try and get some global sense of it, has divid ed
their total costs over the 32-month period to get an
annualized effort. But that's, basically, that's over
the 32-month span. Some jobs might be a couple w eeks,
some might be 32 months, it depends on what the n ature
of the specific construction is.
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your specific question, on the operation, these a re
more permanent jobs. These are the 40 operation jobs
that are on-site, involve the myriad of different
operators involved, the wood handling as well. A nd,
then, in terms of the procurement from, you know,
logging fields, that's all across the chain there
You'll have loggers in the field, you'll have peo ple
trucking. There will be some administrative work
associated with that and compliance, and purchase rs,
agents, it depends again on the structure that La idlaw
sets up. | understand from the SEC filings and t he
agreements through that final order, that they di d make
some specific procurement statements on how they were
going to go about doing that. So, that will be a Cross
those types of sectors.
And, the loggers and truckers who are supplying fuel,
they're not part of the 40 workforce at the plant
itself, are they?
(Shapiro) No, they're not. That's right. The other
is, in Mr. Sansoucy's testimony, he included a
estimate, which appears to be from the SEC filing |
must have missed that, in going through all the n umbers
that were in there that would be relevant to my
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calculus, of $10 million a year on operation cost S.
And, | believe about 2 million was attached to th e 40
jobs. So that 8 million of additional operating

expenses, they may be -- a lot of that would be

indirect purchasing from area businesses. Some, I'm
sure, are going to be out-of-state, some will be local.
There will be some mix of that where those operat ing
expenditures go beyond the payroll.

Q. Thankyou. I'm not sure where to go next, beca use
we've been through so many documents. Let's talk about
the Wood Adjustment for a moment. There was just some
discussion about it in the sort of seesaw relatio nship
with the base fuel price. If -- let's assume tha t the
wood price is set at $34 in the WPA as a benchmar k.
And, the actual wood purchased at Schiller Statio nis
$27, which you said it's been running most recent ly,
it's dropped down to that in the last month or so . The
energy price paid to Laidlaw, is there a way to d 0 sort
of a quick off-the-cuff calculation?

A.  (Labrecque) $70.40.

Q. So, you're starting with the base price of 83, and then
using the wood adjustment of 277

A. (Labrecque) So, that would be $7 a ton, times t he 1.8,
would get you $12.60 to subtract from the 83, lea ving
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A.

you with $70.40.
All right. And, if the benchmark were at 34, a
actual price at Schiller Station were $36, what w
the energy price paid to Laidlaw be?
(Labrecque) That would be $2 a ton, times 1.8,
a megawatt-hour, for a total price of 86.60. Rig
(Witness Large nodding in the affirmative.)
If you -- well, standing alone, those two numbe
have any impact upon the Cumulative Reduction Fac
correct? That's yet a different calculation.
(Labrecque) Correct.
You would then take either of those energy pric
in fact, your all-in price or just your energy pr
(Labrecque) Just the energy price.
Okay. So, you take your energy price and you w
compare it to the 1ISO's price for that same perio
(Labrecque) Hour-by-hour, correct.
And, if it is above-market, the fund would refl
value of the amount over, say, $70.40, if that's
you paid?
(Labrecque) Yes. Yes. If $70.40 were greater
market in this example, the delta multiplied by t
megawatt-hours in that hour would be added to the

(Long) And, conversely, if it was under-market,

nd the
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would be reduced -- it would tend to -- it would

actually reduce the fund.

Q.  Waell, I wanted to ask you that, because | had | guess
misunderstood. | thought it only went one way, i n
terms of the Cumulative Reduction Fund, in that i t only
reflected the value of over-market prices, it did n't
adjust for under-market prices?

A. (Long) On an hour-by-hour basis, it goes both w ays. At
the end of 20 years, it only works one way for
customers. It can only work to customers' benefi t. At
the end of 20 years, if the cumulative amount say s that
customers paid under-market over that 20 years, t hen,
effectively, the Cumulative Reduction Factor is z ero.

In other words, it doesn't -- there's no more val ue to
provide, because the customers already got more,

already got prices that were better than market. If

the Cumulative Reduction Factor is a number that says,
on average, customers paid more than market over that
period of time, that's when the purchase option a nd the
credit against the purchase option come into play

Q. And, when you say "on average", is that spelled out in
the PPA how you define "average" or how you make those
calculations?

A. (Long) Yes.
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A. (Large) It's really the sum.

A. (Long) | say "average", but it's the accumulati on, it's
the accumulation hour by hour over 20 years, ups and
down, both positive and negative. You could have a net
zero or negative, if you had, you know, substanti al
period of times with under-market, like the last four
days, for instance.

Q. And, there was a discussion yesterday regarding force
majeure and wood availability and wood pricing th atl
just wanted to clarify. | think it was, Mr. Long A
think you had said that, "if wood pricing was a r eason"
-- well, let me forget what we talked about yeste rday.

It's probably easier to say it directly. Does th e
force majeure provision that excludes wood from t he
definition of "force majeure”, the fuel avail -- the
fuel, 1 think | should find the term, does it inc lude
both pricing issues and availability issues or ju st
pricing issues?

A.  (Long) That's my reconciliation. Yes, it inclu des
both. But I'd have to find the section again to verify
it. It's on the top of Page 21, "applicable fuel "t
talks about "price or pricing structure of any pr oduct
or any applicable fuel or energy source." So, it
includes both.
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Q. And, tell me how it includes both, because | se e the
words "price or pricing structure of a product or any
applicable fuel or energy source.” You read that to
mean "price or pricing structure of a product or
availability of applicable fuel"?

A. (Long) Well, for instance, if Laidlaw thought t he price
of wood was very high, that's not a condition of force
majeure, and they couldn't invoke other terms of the
PPA. But, as | pointed out yesterday, if they do n't

produce power, we don't pay. So, we're protected in

that regard. If they don't have a fuel source, i f
they're not producing kilowatt-hours, then we onl y pay
what they actually produce. And, that's, you kno w, why
this is very different than a cost-of-service typ e
contract.

Q. So, if, for any operational reason, the plant i S not
able to generate power, there is no obligation on the
part of PSNH to make payments for its energy outp ut or
sort of what would have been its output?

A. (Long) If I heard you right, | think you said " any
operational”, and we were referring specifically to
fuel. So, | would have to go back to the beginni ng of
force majeure, which on Page 20, which sort of de fines
the other things that could be force majeure.
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Well, those define when you would be considered in

default under the contract. Apart from being

considered in default, if the plant is not able t 0
generate power for some mechanical reason, are yo u
obligated to pay for what it would have produced if it

had been operating?
(Long) No.
And, are you required to pay for any of the REC s that

would have been produced?

(Long) No.
Or the capacity payment for that period of time ?
(Long) Capacity payment would be determined on what the

ISO-New England awards.

Mr. Long, yesterday | think you made a distinct ion
between what you consider a "change” in the law, the
RPS law, and the "implementation” of the RPS law. And,
frankly, | forget what the specific question was that
led to that. But it got me thinking, do you cons ider,
let's say the Legislature this year kept the gene ral
construct of the RPS program in place, but adjust ed the

amount of an obligation under Class |, and had it

escalate in later years from 1 percent to 2 perce nt per
year, let's say, but it's basically the same over all
structure. Is that a change in law or is that so rt of

{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

58

[WITNESS PANEL: LONG~LARGE~LABRECQUE~SHAPIRO |

a minor adjustment that you wouldn't consider to be?

A. (Long) I would view that as a change in law, bu t which
does not change the pricing, per se. Butitisa
change in New Hampshire law.

Q. And, so, your obligation would increase to the higher
amount of your -- of increased number of RECs tha tyou

would be obligated to purchase or would not?

A. (Long) I think you're hypothesizing that a chan gein
law increases our requirement --

Q. Yes.

A. (Long) -- regardless of the Laidlaw contract. And, you
know, if it does, of course, it does. And, it wo uld
probably mean that this excess thing we talked ab out
this morning doesn't mean much, won't have any re al
effect.

Q.  And, if your -- the legislation were to change and to
cut that, say, to escalate by half a percent, rat her
than 1 percent, so your PSNH obligation to attain RECs
has dropped for Class I. Does that have any effe cton
your obligations under the PPA?

A. (Long) It does not change the price, the price paid
under the PPA. But the change in law says the pa rties
will do their best to try to work together to obt ain
value. And, you know, that could be a case, as a for
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instance, where we talked earlier that, if we cou Id --
if it has more value in another state, well, then we'd
ask them to certify in another state, for instanc e.

Q. Or, if there were a national program in place, to try
to become qualified under that?

A. (Long) That would be another option.

Q. And, | guess the wild card is, if there is no o ther
program in another state or nationally, or other form
of environmental attribute that has value, then w hat

happens?

A.  (Long) Then, we paid more under the Power Purch ase
Agreement than what its value is in the market. Absent
the Item 3 that we just talked about, that would be the
end of the story.

Q. If that Item 3 provision were ultimately put in to the
PPA, how would -- how would it be different, in m y
scenario where nothing succeeds?

A. (Long) Yes. In your scenario, it's really a "n o RPS"
scenario environment. Attributes are not worth
anything in any market anywhere. And, so, we hav e, you
know, essentially RECs that have no value, but th at
we're paying for. We're paying for renewable ene rgy
certificates, but can't actually either use them to
meet an obligation or to realize value in some
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marketplace somewhere. And, under that case, the price
would be as defined in the Purchase Power Agreeme nt,
and the value would be zero, and the difference w ould
be -- would contribute to an increase in the Cumu lative
Reduction Factor. So, there would still be an

opportunity to get that value back, you know, dep ending
on the future value of the plant that's been poin ted
out and how the two numbers compare.

Q. And, in this "doomsday" scenario I'm laying out here of
some final very bad piece of news where the plant
itself didn't have value then --

A. (Long) Yes. Yes, | like the characterization o f
"doomsday”. | mean, if there's a total abandonme nt of
renewable, then | would not only be disappointed, I'd
be very surprised that that's a direction this co untry
and this state were going. But, if there was som ething
as radical as that, then we're all on very differ ent
paths than what we're trying to do here.

You know, as an executive of a utility,
all' I can do is look at what policies are being s et,
the intensity that's being set. As someone menti oned
today, even President Obama has said he wants to
achieve much higher goals than we are as a nation .
personally believe that's the direction we're goi ng.
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You know, and this puts us on that path. And, we well
could be here five years from now saying "wow, wh ata
wonderful thing this has been economically.” It' S hard
to say that today, but you sort of have to believ e and
accept the State's renewable energy policies. | hope
you realize how serious we are about this, becaus e PSNH
-- this is fully voluntary. | mean, there is not hing
in this for our investors, nothing -- potential m ay be
in 20 years, and nobody looks that far out, and t he
investment community doesn't look that far out. And,
someone asked me "Gary, why are you doing this?",
including my bosses, and I'll say "We're doing th IS
because we believe in the State policy.” Because ,asa
regulated utility, if we don't try to implement S tate
policy on energy, and we don't take it seriously, and
we don't try to be creative and innovative, you k now, |
don't feel it's our -- | think that we should, | guess
put it that way. | think that's our duty. | thi nk
that's the duty of this Commission, is to help
utilities do what the State wants us to do.
Well, that's a perfect segue to the other area | wanted
to ask you about. And, that's how we, within the
Commission, should find the right balance in any of
these kinds of contracts and how we assess the pu blic
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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interest. As you say, "it's voluntary". So, the
choices that you've made to attain additional pow
a certain price and certain construct that you've
out. We have to compare that against what you mi
have done without this contract. Correct? | mea
can't decide this in a vacuum as what you might h
done otherwise to procure power. So, why is this
amount of power being procured under these terms
the public interest more than other ways of procu
power that you could have undertaken, since, as y
say, this is a voluntary choice?

(Long) It's actually pretty simple to me. If w

do this, we'd be doing nothing. We'd be behaving
the rest of the New Hampshire utilities and most
utilities in New England, who aren't given incent

or direction by the State to do this. We wouldn’

anything. We wouldn't have a Power Purchase Agre

We wouldn't enter a long-term agreement. And, we
wouldn't be really going with the spirit of the s
intention to have more renewables. | was asked b
of the cross-examiners "can we comply with the RP
without doing anything?" And, the answer is "yes
Every utility can comply by doing nothing.

So, the alternative to this is not
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something else, in my opinion, as a person who pu ton
nearly three years or four years into this effort
And, if this is not acceptable to the Commission, there
is nothing else, in my opinion. We're not going to
spend three, four, two years on another one. I m ean,
if we get a signal that this is not acceptable, a nd
this is our best effort, and we truly believe it' S
competitive, and we certainly believe it has huge
economic value to the state. If, after all this
effort, which produces no value to PSNH, no direc t
value to PSNH, if this one isn't accepted,
Commissioner, you won't see us back here with a
long-term contract. You won't.
Well, why do you assume that the only way to ob tain
renewables in support of the goals of renewable p ower
are through a contract the way you've structured it?
(Long) This is a creative contract. There's no thing
like it. So, | don't have any more creativity to add.
We feel that we've addressed the main issues, whi chis
"find something that's financeable, find a projec t that
is viable", which we believe this is the most via ble
biomass site and project in the State of New Hamp shire,
"find a project that creates jobs, particularly i nan
area that needs job and that is sustainable over the
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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long term, that meets our requirements.” That, | mean,
look at the effort we're putting into this docket

This is not a fun experience. And, this is -- th IS is
not something we're going to do time after time a gain.

It is -- It takes an incredible amount of resourc es.
Not to mention what the developer had to do to go

through the Site Evaluation Committee. | mean, i f this
state is not going to allow these projects to go

forward, | think it's dead. | think the whole id eais
dead for decades.

Q. But you understand, you're asking us to commit
ratepayers to paying for something for 20 years, that
is very different, and that appears, on current p rices,
and granted it's a spot review, is considerably m ore
expensive than current prices. That's a leap you re
asking all of us to make on behalf of ratepayers to
commit them to that. So, it seems to me fair tha twe
spend an awful lot of painful time in this room t 0 get
to the right decision.

A. (Long) And, I'm here voluntarily, Commissioner. And,
how else are you going to get renewable? You kno w, you
can't -- you can't design something that gives -- you
know, that's at market prices and is financeable. I
mean, you have to find creative methods. And, th ereis
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nothing quite like this. This is a highly creati ve
method to -- not just through a straight Purchase Power
Agreement, and that's why utilities aren't enteri ng in
them. Because the first question utilities get i S
"What happens at the end?" Here, we supported a
project, our customers supported a project, at th e end
then the owners have tremendous value and they ju st
make more money. | mean, look at the existing wo ods,
that's exactly what they did. For 20 years or 15
years, whatever the term was, they got prices tha t,in
their case, was very much over-market, and, at th e end
of that period, there was no value to customers. In
this case, we think we've priced very close to th e
market. And, it has value at the end in case we
didn't. You know, there's not much else we can d oto
protect folks.
We have this, what's causing people to

have so much hesitation, as | said, if we were in this
room three years ago, probably everybody would su pport
it. 1 mean, look at the historical data, this is a
very competitive price. If we're here three year s from
now, and we find that there's a shortage of renew ables,
we would say "Darn, | wish we would have approved it or
wish | would have accepted it."
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But we're in this very strange time in

our industry where there's been a overabundance o

shale gas that has affected New England, and that has

created some short-term prices, on top of the mos t

severe recession that's happened certainly in my

lifetime.

So, if you want to believe that that's

the way the world's going to look for the next 20

years, then, you know, decide accordingly, and it 's all

over, and that's fine. | mean, if that's the way it's

decided, we have to live with that. That's not m y

belief.

And, so, we feel we've designed a very

creative agreement. There's ways to address the market

issue, if you think that -- if you think the mark et

prices are going to stay low for the next 20 year S, |

don't think they are. | don't think REC prices a re

going to stay where they are. | mean, the Renewa ble

Portfolio Standards are only in their second or t hird

year. | mean, we've already testified they go up 1,600

percent, perhaps 1,800 percent when you take into

account load growth. Okay? So, how is this stat e and

how is this region going to take an 1,800 percent

increase in renewables without doing things like this?
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I'm one of those who believes it won't. But | wo uld
like to have New Hampshire in a pretty good posit ion to
have a renewable portfolio for New Hampshire.

Q. When would the rate effects of entering into th is PPA
first show up in PSNH rates if this were approved ?

A. (Long) Well, you have to make an assumption of what the
in-service date is. Is it 2014? Is it 2015? So it
would be sometime after that, because, you know, it
could even be the following year, might be when i t
first shows up.

Q. And, it would be included in the Energy Service rate?

A. (Long) Unless there's a change in policy or law It
doesn't all have to be in the energy rate, but th at's
one approach.

Q. Do we have rate calculations, estimates of the rate
impact?

A. (Long) It gets down to compared to market, and | can't
tell you what the price will be in'14,'15 or '1 6
compared to market. | mean, theoretically, it co uld be
a reduction, it could be an increase. You know, we'll
know when we get there.

Q.  Well, we know the amount that you would be payi ng.

It's whether that turns out to be greater or less er
than what the market is. But, in terms of a rate
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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component, that will be set by the terms of the

contract -- the PPA, wouldn't it?

A. (Long) I think, if you're asking "do we know wh at the
prices that will be paid in the first year of the
contract?" You know, we can estimate that, you k now,
based on the year we assume, and that would deter mine
the REC price. And, then, we'd have to make an
assumption about what we think the wood prices ar e for
that year. You know, so you can make an estimate , and
it would be that. But you wouldn't know how it
compares to the market.

Q.  Well, how would you intend to include it in rat es?
Would it be on a prospective basis reconciled som ehow?
(Long) Yes.

Q. How do you see this playing out?

A. (Long) Well, you know, again, unless there's a change
in policy or practice, you know, any Power Purcha se
Agreement we have is an expense that is included in our
expenses that are recovered through our Energy Se rvice
rates.

Q. And, you don't have a quantification for what t hat
expense component would be in an Energy Service r ate
proceeding?

A.  (Long) As | said, we can assume what we think t he
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output is, what the megawatt-hours are. We can

multiply that times what we think the CPI-adjuste d REC
price is and then discount it. We can go through some
math, and the math would show that, compared to t oday's
short-term rates, it will be higher. You know, b ut
compared to what the rates will be in 2015, price s will
be, you know, you could estimate, you could guess , but
you don't really know.
And, that's a fair point. And, I'm not asking for a
full 20-year rate trajectory. Ifit's not alread yin
the record, and | apologize if it's there and I'v e
forgotten it, a record request for an assumed rat e
impact, and given there are certain things you'd have
to make assumptions about and state what those ar e, for
the first year of implementation.
MR. BERSAK: As Mr. Long said,
Commissioner Ignatius, | think we are missing one piece of
the puzzle, which is, what is to be assumed as th e avoided
energy cost? What's the market price of power in that
year?
CMSR. IGNATIUS: Do you mean would then
subtract off of what you would need to --
MR. BERSAK: Sure. In other words,
suppose that the first year of operation was 2014 , and if
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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we did the calculations that Mr. Long talked abou
we figure out what the alternative compliance pri
2014, we come with a wood price for 2014. We do
mathematics and come up with a price of what we w
paying to the facility, that's fine. But what do
compare it to? If it turns out there's a shortag
energy, for whatever reason, all the nuclear plan
down, and the market price of energy skyrockets,
impact from this plant would be a decrease in rat

it turns out that the rates are lower, there woul
increase. And, that's the problem that Mr. Long
testified to. We could do math, but we don't --

predict the future.

t, where
ce is for
the
ould be
we

e of

ts shut
the

es. If

d be an
was

we can't

CMSR. IGNATIUS: But, in Energy Service

dockets, we often see rate trajectories for the n ext few
years that are based on some sort of assumptions, and
perhaps putting in a couple of different assumpti ons. I'm
fine with that. I'll tell you, my concern is, if somebody
says to me "Well, what's this going to mean for r ates and
how are customers going to be able to handle the

increase?" | can't give them the answer "Gee, we don't
know, because we don't know what the market is go ing to
be." That is true, but that's not the answer. T here's
got to be more analysis to show that this is a re asonable
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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rate that is sustainable.

MR. BERSAK: Could we do an analysis,
Mr. Long, with today's rates ten percent up and t en
percent down from today?

WITNESS LONG: Well, sure. | mean, but

| think, you know, Mr. McCluskey has numbers that he has,
a certain set of assumptions. And, | don't know, maybe
Mr. Sansoucy has some numbers with different assu mptions.
And, you know, if someone wants to pick the assum ptions,
someone can also do the math. But, you know, I ¢ ould say
that RECs are in shortage at that point and that we, you
know, RECs are below market. You know, is that t he
assumption | make or don't make? So, you know, i t's kind
of a difficult thing. It's kind of the heart of this
case, because we disagree with people's 20-year m arket
forecast. We just think there's no basis for it. And,
all they simply did was take one number and escal ate it

for 20 years. And, could you have a step increas e inthe
market two years from now, for all we know. You could
have a step increase in RECs because of supply/de mand.
We've put in our testimony supply and demand char ges,
which implies there's going to be a shortage. No body in
their forecasts considered that, none of the othe r
witnesses considered that that's a possibility. And, that
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certainly doesn't stay a straight line, it says t he market
just went up.

So, I mean, the thing | always struggle
with is, whatever | will give you will be wrong. And, as
| say, you know, it could be to a point in the fu ture you
say "this is a great deal." There is some pressu re in the
early years, there certainly is, and | think that 's what
you're getting at. But | think it's a pressure o n
everybody right now, because of the drop in natur al gas
prices.

But, then, if you look at the last few
days, you could say "Gee, | wish | had this power right
now." Because the price for the last few days ha ve been
far above the contract prices. So, and | know th ey're not
going to last, and I'm not trying to suggest that they
would last. But, I'm just saying, you see the vo latility
of gas prices, I'll tell you that I just -- | don 't know
if it was today, but yesterday the price of natur al gas at
the Newington delivery point was $20 per million Btu. You
know, and it's normally like in the 7 or less ran ge. So,
that just shows you how much volatility there is in the
market. And, | can't tell you, if load grows, if there
becomes a gas transmission line that fails. As B ob was
saying, if a nuclear plant shuts down or some way delists,
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that could change market prices very quickly. An d, from

my -- sitting from where | am, | like having a st able --a
stable, you know, rate from a renewable source th at

creates huge economic benefits that | think posit ions PSNH

very well to meet its environmental renewable

requirements. | mean, that's the way | look at t his.
And, I'd be happy to work with the Legislature or this
Commission or anybody to see how we can implement that
renewable policy with the minimum impact on rates . And,
there are ways you can do it. But, if you just p ass it
off to the Energy Service rate, and the market pr ices are
low, well, you know that we have -- everybody in New
England has pressure on that right now. Every ge nerator
certainly has pressure on that right now. But it 'S not
going to last forever. It can't. It's not susta inable.

CMSR. IGNATIUS: Mr. Chairman, if we can

have a record request reserved for, I'd say, the year
2015, and then a number of reasonable assumptions that the
Company wants to state on how it's estimating tho se cost
impacts. Understood that they're assumptions and only as
good as --

MR. BERSAK: We will do that,
Commissioner Ignatius. And, we will state the as sumptions

that were made.
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CMSR. IGNATIUS: Thank you.

CHAIRMAN GETZ: And, that will be
"Exhibit PSNH 16".

MS. DENO: Fifteen.

MR. BERSAK: Is that 15?

CHAIRMAN GETZ: Was 15 the conversion
factor calculation or was that taken care of oral ly?
That's what | have.

CMSR. BELOW: That was taken care of.

MR. BERSAK: That was taken care of.

CHAIRMAN GETZ: That was taken care

orally?

MR. BERSAK: Yes, sir.

CHAIRMAN GETZ: Okay. Then, it will be
"Exhibit 15" for the 2015 rate effects within cer tain
parameters.

(Exhi bit PSNH 15 reserved)

BY CMSR. IGNATIUS:

Q. Mr. Long, | have got notes, it's either from ye sterday

or the day before, that Mr. Edwards asked you a c
of questions, and that you had stated that "the p
are fair and competitive”, and another point you
"Laidlaw's rates overall are less than others."

I'm wondering how you draw those conclusions, if

ouple
rices
said
And,

you're
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not forecasting rates? How are you determining t hat
the Laidlaw prices in the PPA are "fair and
competitive"?

A. (Long) Well, | went through that in my summary, and
again earlier. You know, we showed you historica | data
that showed how competitive the formula is. And, then,
you saw from that chart that, in the recent times ,
where the price has declined, it's less competiti ve.
So, I think it shows that the formula works. It shows
that the price is stable. And, you know, then yo ugo
beyond that into the future. But, you know, just look
at the recent past, the energy price is competiti ve.
And, then, you can argue over what you think the future
will hold, and that's where we have our disagreem ents,
at least it seems between us and some of the othe r
parties. So, that's speculative. But I think th at the
demand for renewables only goes up. And, | think
that's -- and, | believe it will be competitive. And,
we have another chart in here that says -- it sho WS us
why demand really implies there's going to be a
shortage of renewables and RECs. And, so, | thin k that
also indicates that having highly discounted pric es off
of ACP is probably a pretty good design. So, tha t's,
you know, that's really what | mean, compared to not
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Q.

A.

having it.
All right. And, then, your other statement tha t
“Laidlaw rates overall are less than others.” Wh at

were you using to reach that conclusion?

(Long) Well, yes, I'll let Mr. Labrecque back m e upon
that. But, you know, when you go out, he has a t able
that shows other prices. Obviously, the one that has a

lot of media is Cape Wind --

(Court reporter interruption.)

BY THE W TNESS:

A.

A.

(Long) A lot of media on the Cape Wind Project, and
this price is clearly below that. There's a Rhod e
Island project, this one is clearly below that. You
know, you may be able to find another one that is less

than this, another renewable one. And, it would

typically probably be some wind projects, because wind
is less capital-intensive, as we talked about, th an
biomass, but it won't have the jobs, it won't hav e the

economic benefit.
But, beyond that, Mr. Labrecque can give

you some more information.

(Labrecque) Yes. Mr. Long was just referring t 0 an
Attachment RCL-2, we put into our initial testimo ny
that listed some recently announced publicly avai lable
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pricing for other renewable projects. And, you k now,
it shows a range of pricing from the, you know, t he
extremes of the offshore wind at over 23 cents a

kilowatt-hour, Cape Wind at maybe 18 to 20 cents now.
There's a few other biomass comparable units that were
offered into a Connecticut-sponsored solicitation that
were in the range of 13 to 15 cents, but, to the best
of my knowledge, those contracts are still being

developed, under dispute, nothing's been construc ted.
So, | can't attest that those projects are up and

running. That -- those are just some of the

comparables we put together.

(Long) And, you know, I think | would caution, you
know, it's probably going to -- it's going to be

misleading for people to simply take numbers and

compare that way. You know, | would ask the ques tion,
"What is the protections in any one of those?" A nd,
are you paying 15, 20 year contracts, and when it 'S
over, it's over.

Whereas, in our contract, there could be
a value proposition that to my knowledge doesn't exist
anywhere else. That's the Cumulative Reduction F actor.
So, | think you have to look at that. Then, you also
have to look at the feasibility of the project. A lot
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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these are ideas and concepts. And, actually, the costs
haven't been fully worked out. And, so, you have to
look at "what is the feasibility?" And, then, yo u look
at where we are with Laidlaw. They have already gone
through the Site evaluation Committee. They alre ady
have, as | call it, a half-built plant, in that t hey
have a boiler. You know, they already have their
engineering in progress, they already have their
interconnection study well in progress.
So, how does that compare against some

of these over proposals that people make, where i t's
kind of a concept in someone's mind right now. S 0,
it's just -- it's a complicated thing when you're
dealing with new development. A lot of those pro jects
have a long way to go. This project still has a ways
to go, but it's further along.

BY CMSR. IGNATIUS:

Q. Your -- | think you've testified, and the "you" is
generally here, because | can't remember who, tha t the
-- entering into the PPA is consistent with PSNH' S most
recently approved Least Cost Integrated Resource Plan.
Can someone elaborate on that please?

A. (Large) Certainly. Inthe Least Cost Plan that was
viewed as adequate most recently, prior to the on e that
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was submitted in September of this year, PSNH sub mitted
that we believe that, to meet our requirements fo r
energy, capacity, and RECs, that the construction and
operation of a 50-megawatt biomass facility was t he
right thing to do. Now, there was much discussio n that
the Commission's finding of acceptance was not an
approval that we could go forward and do that. T hat
was clearly understood at that point in time. Bu t the
67 and a half megawatt facility, in comparison to
50-megawatt plant that we propose, we deem to be
consistent. The difference being that we propose to
build and own, there are complications to cause t hat to
be, so it's a substitution of one biomass plant f or
another.

Q.  Although, with a different rate setting and rec overy
structure, correct?

A. (Large) Yes.

A. (Long) And risks.

Q. Can you explain more on the risk?

A.  (Long) Yes. A simple one is, we talked about i t
earlier, if the plant doesn't operate, we don't p ay.
And, | don't want to get into a long dissertation , but,
you know, if we own a plant, and the plant isn't able
to operate, there's still some costs that are inc urred.
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A.

Thank you.
(Large) And, if I may, Madam Commissioner?
Please do.
(Large) We have included the energy, capacity,
RECs, as anticipated from Laidlaw, in the Least C
Plan that was filed in September of this year.
Thank you. And, one minor question, | think, a
does it for me, is on this inability for the plan
operate, if it's a matter of insufficient transmi
capability, and the plant is not dispatched becau
that, | assume PSNH does not have an obligation t
for what would have -- it would have produced if
been on line? That that sort of economic dispatc
decision is simply one of the risks that the plan
It won't be paid for anything it might have produ
during that period. It's simply energy not produ
and you don't owe them for it, is that correct?
(Long) That's correct. And, if ISO does not re

their capacity, we don't pay for capacity either.

CMSR. IGNATIUS: All right. Thank you.

and
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CHAIRMAN GETZ: Good afternoon. Just a

couple of questions. And, I think just for you, Mr. Long.
BY CHAIRMAN GETZ:
Q. | took a look at your direct testimony, Exhibit 3, at
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Page 4, there's a discussion that says "PSNH's st rategy
in meeting the State's requirements regarding ren ewable
resources and the State's goals to reduce greenho use
gas emissions", includes a few actions, one of th ose
being "entering into strategic renewable resource based
power purchase agreements." And, then, there's a
discussion in the rebuttal, on Pages 27 and 28, t hat
talks about the drawbacks of an RFP process, and then
cites to the Lempster and Laidlaw PPAs as proof o f
successful bilateral negotiations. So, | mean, i Sit
fair for me to conclude that, you know, the Compa ny's
position is that this opportunistic type of
negotiations is, at least in this area of purchas e
power contracts, is superior to the RFP process?

A. (Long) Yes. That's exactly what | was trying t 0 say.
You know, we're dealing with development and
developers. RFP processes, we use them all the t ime in
our purchasing of goods and services. You know, we and
our parent -- | mean, Northeast Utilities use it all
the time. You know, and, of course, those are th e kind
of processes you use when you have a mature marke t for
very definable products, where you have multiple
vendors, multiple sources.

When you get into development of new
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projects, in a very complicated business and regu latory
environment and market environment, where RFPs wi Il
typically fail, because they're too simplistic an d
they're too short-term. You go out for an RFP, y ou'l
get everybody's idea about their best idea and th eir
best project. And, you measure it on some criter ia,
and it will turn out to be wrong, because it's no ta
developed project. You know, you can't go on wit h
insufficient information. We have been working w ith
Laidlaw, as | said earlier, almost four years. T his is
not an easy process.
And, I'll take Lempster Wind as an
example. If we were to have gone out for an RFP, I
don't think we would have gotten anything. What we had
to do was work with Lempster Wind, who had a site , who
already, you know, had a certain degree of feasib ility,
and they needed a utility to work with. But, at that
time, there were no other projects in New Hampshi re
like it. So, an RFP would have -- would have, if
anything, gotten -- perhaps got us involved with some
out-of-state project, which | don't think meets t he New
Hampshire requirement.
So, there are limited opportunities in

New Hampshire, we know what they are. And, to be
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creative and to tailor a solution to the problem

requires bilateral negotiation. And, we also hav e
limited requirements, you know, | think as others have
pointed out. There could be a period of time whe n we
have a little more RECs than what we minimally ne ed,
but it's short-lived.
So, it's -- you cannot be unique,
creative, you cannot focus on those which are mos t
feasible to an RFP. You know, not to belabor it too
much, but | would say that RFPs in Connecticut ha ve
failed, because they issued contracts under a set of
assumptions that turn out not to be true. And, t hey
only had one party to work with. So, they get
expensive. They find out the assumptions weren't true.
They find out the costs aren't what they thought the
costs were. And, | think, in one case, an explos ion
that just has caused all sorts of litigation.
Well, let me ask you questions then about on Pa ge 24 of
your rebuttal, on Line 16, there's a question. | t says
"Is the development of new renewable generation t hat
matches PSNH's needs and timing for RECs possible "
And, the answer says "Yes - but not economically.
Biomass plants tend to be more economic if they a re
properly sized. Therefore, the combined costs of two
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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15-megawatt biomass plants is likely to be consid erably
higher than one 30-megawatt facility.” And, then , 1t
goes on later to say, "In order for an economical ly
sized biomass plant to be built, in the early yea rs it
may produce more RECs than PSNH might need; but, the
alternative is either not to have any new renewab le
generation built, or to build more costly,
inefficiently sized plants based on REC needs alo ne."
That sounds like to me, though, it's
presuming that there is a single buyer who's buyi ng the
entire output of the plant. And, | mean, is this
another alternative, that there could be more tha none
purchaser for one of these developments?
A. (Long) Yes. That's another option. It's anoth er
complication. It's really difficult when you get
multiple buyers in a situation that's unique. An d, in
our case, we have the Cumulative Reduction Factor . So,
do you say, at the end of the period, you're goin gto
have two owners of a power plant project? | thin k the
trend has been in New England not to have multipl e
owners of a power plant. Because you get into
decisions of control, and it just doesn't really make
any economic sense.
Also, as I've said before, the best site
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and the most feasible project on biomass in the s tate,
in my opinion, by far, is Berlin. And, it is the size
thatitis. So, this answer that we gave, you kn ow, |
think is a little bit awkward, and it's sort of
theoretical. The fact is, you know, you don't ha ve
projects that go necessarily directly under the t iming
of when your RPS requirements are. You know, pro jects
are not easy. I'm not so sure | want to go throu gh
what we've gone through twice or three times. Yo u
know, so, | think, for us, we focus on that proje ct,
which we thought would do the most for the state and
would meet our requirements.
So, similar to the question that says about REC S
basically may not be meeting -- the RECs availabl e may
not be meeting PSNH's needs. Similarly, the ener gy and
capacity available from this project might not be --
match PSNH's needs? Is that a fair conclusion?
(Long) It's fair. But I think energy is less o fa
problem than RECs themselves, just because a larg er
base for energy, more options in the marketplace for
energy, as opposed to RECs, which are more limite d, and
the requirement is a very fast-growing requiremen t.
So, it's fast-growing. So, how do you, if we're
growing, you know, multiples each year over the
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previous year's REC requirements, how do you acqu ire
that is through a long-term purchase power contra ct
that can keep up with that fast growth. If this
project were delayed a couple years, we would hav ea
really good match. You know, but I'm not advocat ing
that. So, we have to take it as it's available.
So, this gets back to your position that, if on e were
to issue an RFP, it would probably be something f or
something very specific, trying to match the Comp any's
needs for energy, capacity, and RECs. But your v iew is
that that's not a -- that just doesn't work in th is
area, and it's better to try to take an opportuni ty
that's available and mold that opportunity in a w ay
that meets the needs?
(Long) I think, yes, I think that's correct, wh at you
described. And, you could -- we could do a short -term
RFP for a year or two, and we could use that as a
method to do some short-term purchases. But, if we did
an RFP, we'd probably be talking to somebody in M aine,
and we'd probably be talking to a wind project in
Maine. You know, and to me, that wouldn't -- tha t
really wouldn't advance what the State's trying t o]
advance.
And, so, how do you focus on the
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}
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requirements of the RSA, and | don't think an RFP is a

good vehicle to focus on the requirements of the RSA.
You have to do arm's length bilateral discussions that
can consider all of the requirements of the State and

the guidelines to price our own needs.

Q. When you say "the RSA", you're talking about th ings
other than price?

A. (Long) Yes. Other than price, and located in N ew
Hampshire, and providing economic value to New
Hampshire.

Q. And, so, then, ultimately, your argument is tha t--
your position is that, to the extent that the ene rgy
prices are above-market, you've created this stru ctural
(Long) Protection.

Q. -- mechanism, depending on what happens over ti me that
may or may not --

(Long) Yes.

Q.  -- provide full protection?

A. (Long) Yes. And, just as a comparison, I'll be t you
that the Cape Wind Project, which is priced highe r than
this, does not have that protection. So, this is
unique. And, it is a way for customers to get va lue.
And, you know, when you think about renewables an d
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customers, | think you have to look at the long t

You know, a short-term action is, as most utiliti

do nothing. But, if you do nothing, then three,

five years from now, ten years from now, we won't
what we need. And, the opportunity is there now.

our renewable requirements are growing rapidly.

erm.
es, is
four,
have

And,

(Chairman and Commissioners conferring.)

CHAIRMAN GETZ: Okay. Thank you, Mr.

Long. Mr. Bersak, are you going to have redirect

MR. BERSAK: No, sir.

CHAIRMAN GETZ: No redirect. Let's --

then we need, | guess today, to address Mr. Boldt
you describe that as basically your "Motion for R

or "Reconsideration"?

MR. BOLDT: | would suggest it be viewed

as a "Motion for Reconsideration", so that we can
is going to be the accepted testimony and what is
accepted exhibits of Mr. Sansoucy, so we get the
binders to you. We could start on certain things
there is time. | also have to, unfortunately, ad

| approved Mr. Bersak's earlier comment of "we sp
slowing down." | gave you an uncorrect collated
tables on the Ventyx materials. I've got the cor

collated materials, so | would like to, in essenc

?

's -- did

ehearing”

set what
the
correct
i

mit that
eed up by
set of
rectly

e, swap
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out the three that you have.
But my motion is a Motion to Reconsider
your ruling, so that we know the correct rebuttal
testimony that should be in the record.
CHAIRMAN GETZ: Okay. And, then, we
would have opportunity for objections to that, | guess.
Ms. Hatfield.

MS. HATFIELD: Well, Mr. Chairman, |

guess | would just say that it's one thing for At torney
Boldt to request reconsideration, and | think he has the
right to do that. But, to suggest that that's ne cessary
in order for us to understand what's in, | would just
disagree with that. I think, if your ruling stan ds, |
think we all understand what's in and what isn't. So,
reconsideration is something different. But I fu Iy
understand, if your ruling stands, with the excep tion of
the Ventyx and Energy Solutions material, | think it's

pretty clear.

MR. BOLDT: Based on what was discussed

today, Mr. Chairman, | believe that it is necessa ry for me
to urge you today, because there are things that were
commented on by Mr. McCluskey, by Mr. Frantz, by the
responses of the PSNH crew that directly go to pr ove that
what my expert has said on behalf of the City of Berlin is
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proper rebuttal. Remember, I'm an intervenor, |
have a case in chief. There is no burden that |
| had to put in my first direct. I'm an interven
burden is squarely on PSNH.
CHAIRMAN GETZ: Okay.
MR. BOLDT: We're here to --
CHAIRMAN GETZ: Let's hold that off for
a minute. | just want to find out if there is an
else that we're going to have to deal with today,
than the motion and responses to it?
MR. BERSAK: Just so you're aware, Mr.
Chairman, if we get beyond whatever these procedu
matters are, and if you should decide that Mr. Sa
should at least start his time on the witness sta
the Company is ready, notwithstanding what your r
to do our cross today, to get that done with, so
this docket forward.

CHAIRMAN GETZ: Ms. Amidon.

don't
have that

or. The

ything

other

ral

nsoucy
nd, that
uling is,

we move

MS. AMIDON: With the last suggestion by

Mr. Bersak, we would disagree with that. We are not
anywhere near ready to hear the testimony of Mr. Sansoucy.
MR. BERSAK: Well, hearing is one thing,
cross-examining wouldn't be until next Tuesday. I'm not
sure where the harm would be if we were able to h ave time
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to move this witness forward.

MS. AMIDON: Well, with all due respect

to Mr. Bersak, the City of Berlin, and to the Com mission,
Staff has been preparing for today, and we have n ot had a
chance to review the attachments that were provid ed to us

late in the day yesterday.

CHAIRMAN GETZ: Well, I'm not even sure

that we actually would even ever get that far. W e're
talking quarter of 4:00. But I think what the -- if I'm
understanding the proposal is that there would be -- there
would be direct, and then the first opportunity f or Cross
would be --

MR. BERSAK: Is us.

CHAIRMAN GETZ: -- would be PSNH. So,
that would be a lot to accomplish today.

MR. BOLDT: Right.

MS. AMIDON: Thank you.

MR. BERSAK: Ever the optimist.

CHAIRMAN GETZ: And, we could dismiss
the panel. Thank you all very much.

(Chairman and Commissioners conferring.)

CHAIRMAN GETZ: Okay. Let's proceed in
this manner. We'll give, Mr. Boldt, your opportu nity to

make your argument. Go ahead.
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MR. BOLDT: Thank you, Mr. Chairman. If

| may approach? What we have is a version of the rebuttal
testimony that is marked up to give effect to the current
standing of the Commission's ruling. If we look at
Ms. Hatfield's motion that the Court granted in p art,
certain exhibits were put back in by agreement. We now --
so, we have 5, 6, 7, and 8 are in. If you -- tho se are
Item (a) addressing the exhibits. The exhibits a re
scattered throughout. As | said, we are an inter venor.
We added this material in direct response to the testimony
that was filed for the first time on the same day as our
original testimony, by Staff, by OCA, and this is in
direct rebuttal to that.

CHAIRMAN GETZ: I'm sorry, say that
again?

MR. BOLDT: Our rebuttal testimony is
filed in response to the direct testimony of Staf fand
OCA, which was filed originally on the same day a S our
direct testimony as an intervenor. So, | can'tr espond to
them before I've seen it. Our rebuttal is in res ponse to
them. We filed ours on the 18th electronically. So, the
argument that we "should have put everything in
originally" is not fair to us as an intervenor. The
exhibits that are attached directly go to rebut t he
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positions taken by Staff and OCA.

And, if | may, let me walk through the

types of issues that are raised in the various (a ), (b),
(c), (d) of Ms. Hatfield's motion, and then go to , for
example, Mr. McCluskey's testimony and show why w e are
addressing those very same topics.
MS. HATFIELD: Mr. Chairman, if | could
just interrupt? This would have been more proper ly
presented, | think, when Attorney Boldt had an op portunity
to argue against my motion. But is the Commissio n
considering granting reconsideration, to do this now? Or,
I mean, this is going to take awhile.
CHAIRMAN GETZ: Well, we're going to
hear the argument. And, what we do with it is no t clear
at this point.
MR. BOLDT: And, | appreciate that, your
Honor. And, | will try to go as fast as | can. But | do
respectfully -- I'm sorry to --
CMSR. IGNATIUS: That's okay. Finish
your sentence.
MR. BOLDT: | do respectfully request
that the Commission remember that Ms. Hatfield fi led her
motion at about 5:30 on Sunday evening, and we ar gued this
motion first thing on Monday morning. This is so mething
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that, in due process, we request that it be recon sidered
in part for that. And, let me march through her areas
unimpeded, then give you the evidence that is in or the
positions that are in Mr. McCluskey's testimony. For
example, --

CHAIRMAN GETZ: Well, I want to let
Commissioner Ignatius impede first.

MR. BOLDT: Of course. | wasn't
intending that as an imposition. My apologies.

CMSR. IGNATIUS: | just wanted to

understand the exhibit that you've just shown us, where
some things have cross-outs through and some have gray
over them, --

MR. BOLDT: Yes.

CMSR. IGNATIUS: -- you know, to be sure
I know what it is we're arguing about and what we 're not
arguing about.

MR. BOLDT: The cross-outs are the first

Item (b) of Ms. Hatfield's motion. Those are, in essence,
the DR responses. Our position would be, those g 0 to what
is important about the infrastructure, the econom ic
benefits for the City of Dover [ Berlin? ], why this process
makes good sense. It wasn't a -- for example, no other
person responding to an RFP could have those item S.
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CMSR. IGNATIUS: Wait. Now, let's not
get into the merits of the testimony. | just -- a simple
question.

MR. BOLDT: My apologies.

CMSR. IGNATIUS: Are you not concerned

and not challenging the decision to strike the se ctions
with the lines through them? And, you are challe nging the
parts that grayed, but not the stricken, not the lines?

MR. BOLDT: | tried to distinguish the
categories by the lining. We are objecting to al | of it
being stricken.

CMSR. IGNATIUS: Thank you.

CHAIRMAN GETZ: Try to get through

unimpeded.

MR. BOLDT: Feel free to ask any
guestions, because | know | am long-winded. Item (b), as
| said, those are the items that are highlighted by
strike-throughs. Those are, in essence, the DR r esponses.
And, those are, in essence, going to the issues t hat are
unique to Berlin, why this is in the public inter est, why
this is not something that is another RFP respond er could
provide, not something that is -- a comparable pr oject
could provide. Those are lines of testimony that came in
today.
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Item (c) on Ms. Hatfield's list deal

with capacity.

MS. HATFIELD: Mr. Chairman, would it be

okay to respond to each other issue, because it w ould be
easier for me?

MR. BOLDT: May I get through my list,
and it may speed up the ultimate thing, because c ertain
items are duplicative that she has stricken. And A
may present my motion?

CHAIRMAN GETZ: I'd like to hear it
completed.

MR. BOLDT: Thank you, Mr. Chairman.
Item (c) is regarding approximately five pages de aling
with capacity issues. Similarly, Item (d) deals with
capacity issues. That is why it is important for this
body to consider the capacity pricing and the pot ential
upsides to the ratepayers as a result of this. T his is
one area where Staff gives a very brief paragraph saying,
in essence, "We don't have time to analyze it. W e haven't
analyzed it." But OCA says, in essence, "It's $1 1 million
under-market for that element of the pricing." M r.
Sansoucy's testimony goes to analyze why capacity IS SO
important. Certain of the exhibits address the i mpending
retirement of various other plants in the New Eng land
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area, and what this would do for the ratepayers o f New
Hampshire to have a lock-in of this amount of cap acity.
That is a vital issue for this Board's considerat ion.
Section (e) of Ms. Hatfield's materials
deal with the natural gas and electric market ana lysis.
In part, that is the Ventyx and Energy Solutions materials
that were held in abeyance by this body yesterday -- o,
Monday.
Item (f) deals with the REC pricing, as
does (g) and (i). Included in those REC pricings are
things such as the wisdom of the purchase option, the
wisdom of the Cumulative Reduction Factor, things of that
nature, which we have heard testimony from the pa nel
today, we have heard testimony -- or, cross-exami nation,
rather, of Mr. McCluskey today on certain of thos e issues.
It is important for this Board to have the City's evidence
at balance to evaluate this important issue in th e PPA.
Item (g) is the Cumulative Reduction, |
believe | just mentioned that. Item (h) deals wi th the
output of the plant, again, capacity. Those are all items
that are addressed, in part, in Mr. McCluskey's t estimony.
For example, an example only, if you look at Page 14 of
Mr. McCluskey's testimony, he deals with the -- w hether
there are going to be excess RECs, and how is -- what's
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the market for those? At Page 18 of Mr. McCluske y's
testimony deals with exceeding market price.
Mr. Sansoucy's testimony addresses that specifica Iy, on
how do we have above-market prices.

CHAIRMAN GETZ: Excuse me.

MR. BOLDT: Mr. Chairman?

CHAIRMAN GETZ: Can we just hold for one

second?
MR. BOLDT: Certainly.
(Chairman and Commissioners conferring.)
CHAIRMAN GETZ: Before -- let me just, |
want to ask this thing, because I'm concerned abo ut some
fundamental fairness issues here. I'm assuming y ou've got

a little more to say?
MR. BOLDT: Yes, but | can be -- Il
try to be as succinct as | can, Mr. Chairman.

CHAIRMAN GETZ: That's fine. What I'm

more concerned about is, this is essentially a Mo tion for
Rehearing or Reconsideration under RSA 541. We'r e going
to treat that, you know, with the same standard u nder the
Supreme Court cases, whether we've mistakenly con ceived
something or overlooked something, and to give ot her
parties an opportunity to object. | think part o f the
problem is, folks are hustling to try and put dow n
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everything you've said. | think we've got a tran script
that's available. I'm going to ask Mr. Patnaude to be
able to at least give out a rough transcript of w hat you
have said that will be available to the other par ties, and
then that we can convene tomorrow afternoon to pe rmit the
opportunity for oral objections to this, rather t han put
people under the pressure of trying to respond to all of
these issues, which | assume they haven't heard, right

here today, which | think would be unfair.

MR. BOLDT: And, for the record, Ms.

Hatfield and | have discussed these basic broadbr ush
principles. The details of pages, obviously, we have not.
But I'm fine to show up tomorrow afternoon, and w e can
conclude that portion. And, I'm fine to proceed with a

little bit more to get my side of the aisle done.

CHAIRMAN GETZ: Yes, | want to get you
the opportunity to make all your arguments. Ms. Hatfield,
did you have something?

MS. HATFIELD: Well, I'd be willing to
try to dispose of this today, Mr. Chairman, so we don't
have to come back tomorrow. And, | could do that just
after a short break, just to make sure that | did
understand. But | certainly don't need a whole d ay

myself. | can't, obviously, speak for anybody el se.
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CHAIRMAN GETZ: Okay. Well, let's
finish your argument please.

MR. BOLDT: | believe | was on Page 18

and 19 of Mr. McCluskey's testimony that addresse s his
allegation that there's an exceeding of market pr ice in
the PPA. Page 20 begins some testimony on the im pact of
gas prices that -- and a reference to a Synapse r eport for
Class | RECs. Those are exactly things that are countered
by Mr. Sansoucy's testimony. And, Page 25, for e xample,
we again have some testimony from Mr. McCluskey o n
over-market price projections and the impacts of that.
Long-term price projections on Page 27 and 28. T hose are
directly countered by Mr. Sansoucy's testimony th at was,
in part, stricken. Page 47 gives Mr. McCluskey's
summation that it is "not satisfying the public i nterest".
Mr. Sansoucy's testimony goes directly to that.

Mr. Frantz's testimony -- Frantz's
testimony deals with public interest and economic
benefits. Mr. Sansoucy's testimony goes directly to rebut
those assumptions and conclusions.

Also, Mr. Traum's testimony addresses
things like, just for example, his Exhibit 10, on the
fluctuation of market gas prices and how much, wh at are
the projected futures of that. Mr. Sansoucy's te stimony
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addresses those types of issues.

In short, Mr. Chairman, members of the

Board, what is important for the City of Berlin t o have
considered by this Board is the impacts not only to our
taxpayers and ratepayers, but the residents of th e North
Country and the state as a whole as a positive of this
project. You do not have testimony directly befo re you
yet, without Mr. Sansoucy, of the potential of th is PPA
showing not a negative to the ratepayers, but act ually a
$300 million positive for the ratepayers. That h as to be
brought into the mix for balance. And, it is imp ortant
for us, and may | suggest allowing it in, and the n giving
whatever weight in your mix that you wish to give it.

But, | think by striking it at this stage, you po tentially
have created a reversible error that then has the Supreme
Court saying, "because other parties were not abl e to
cross-examine Mr. Sansoucy on these topics, we ha ve to
come back and do this again”, which nobody wants to do.

We respectfully request that you

overturn your motion to strike. Allow us to have all of
the rebuttal testimony and its exhibits in, save for those
segments that deal, at the very end there are two

guestions that are stricken, because they dealt w ith
responding to Concord Steam. Those we agree shou Id be
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out. So, Commissioner Ignatius, | apologize, | h
to say those earlier. That, yes, we agree that t
out. But all else, that is either in the strike-
of the first eight ages or the shading or the hig
sidelines that are the bullet points from the Ene
Solutions materials, all of those materials shoul
back in.

And, we ask this Board to overturn its
prior ruling, in the interest of fairness, in the
of justice, in the interest of balance, so that t
can come to a just, true, and proper decision. A

truly appreciate your time.

ad meant
hat is
through
hlighted
rgy

d come

interest
his body
nd, |

CHAIRMAN GETZ: Thank you. Okay. So,

opportunity to respond. Mr. Bersak?

MR. BERSAK: Did you say something, Mr.

Chairman, about coming back tomorrow or how are w

to deal with this?

e going

CHAIRMAN GETZ: Well, | guess, why don't

we hear if anybody has any objections. | was ass uming
that on this was -- this is a motion to strike or iginally
by the Consumer Advocate, who should, | think, ha ve an
opportunity to go last on this issue. And, | sus pect is
adverse to the position just taken. So, I think I've
heard from Ms. Hatfield that we need not come bac k until
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tomorrow, but I'm going to leave it to her discre tion,
based on it's her motion that we're --

MR. BERSAK: [ can certainly give you
the Company's position. Which is that, you know, we've
heard through the testimony of our panel that's b een up
there now for two and a half, three days, that th e issues
in this proceeding are wide-ranging, they are
comprehensive, they deal with all the public inte rests
that were set out in the Renewable Portfolio Stan dard law.
They deal with environmental issues, economic iss ues, job
issues, pricing issues, capacity, energy, REC, an d they go
across the board. It's very difficult to contain the
testimony that the City of Berlin put in and say "it
doesn't respond to something that was included in other
testimony and therefore is not proper rebuttal.”

Now, in addition, you know, the practice
before this Commission has been that, when you ge t to the
stage of the hearing, | wouldn't say "anything go es", but
things, you know, you're allowed to bring things in that
came out of nowhere. Today, we were offered an e xhibit
with respect to the New York Economic or Energy - - ERDA,
whatever that is in New York, that Mr. McCluskey was
asking the panel, "Aren't you familiar or are you familiar
with in New York how they do this?" That was now here to
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be found. But now that's an exhibit inside this

proceeding. To say that those kinds of things th at come
in spur of the moment on that kind of examination are in,
but Mr. Sansoucy's testimony is not in, seems to be a bit

arbitrary and unfair.

CHAIRMAN GETZ: Well, isn'tit a very

large difference between materials brought in thr ough
cross-examination as to prefiled testimony or reb uttal
testimony?

MR. BERSAK: | would much rather have

things filed, and so we can look at it and be pre pared for
it and deal with it, rather than have to deal wit h it on
the fly, and not even know what the basis of the study is
that's being brought in. So, yes, there are plus es and
minuses.

But, frankly, what the Company's

position is, is that we probably think, on balanc e, that
the City of Berlin has a point. And, clearly, th e
Commission can give it whatever weight you think itis
due, and that we would recommend that you conside r

favorably the City's motion.
CHAIRMAN GETZ: Thank you. Mr. Edwards,
do you have a position?

MR. EDWARDS: No.
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CHAIRMAN GETZ: And, Mr. Shulock?

MR. SHULOCK: Well, first of all, |

don't see -- it was difficult to follow the entir e
discussion, because Mr. Boldt speaks quite quickl y. Butl
didn't hear anything that met the standard of any thing
that had not been discussed prior and that you ha d
overlooked or failed to consider. So, | don't th ink it
meets the standard for granting rehearing to begi n with.

But, secondly, | think that this type of
position invites gamesmanship, in terms of how pr ocesses
-- how the process goes. You do have this establ ished
procedure of filing direct testimony, which is to contain
a party's case in chief. We all knew at the outs et that
the issues in this case were wide-ranging. And, if we had
substantial testimony on those issues, we should have
filed them directly. Our rebuttal testimony is s imply to
respond to the arguments made on a -- by another party,
and that may include something that we didn't say in
direct, but not to the extent that has been provi ded by
the City.

And, | can speak directly to the issue
that involves the wood IPPs in this testimony, wh ich is
the attempt to bring in through testimony a data -a
response to a data request that we made. We aske d the
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data response and we also asked for the backup in that

data response. We were stonewalled on that, and told that
"All of that information is public record. Go fi nd it."
And, that | think is the essence of their answer. "The
requested information, [which includes XYZ], are all

public information available at the PUC or the Ci ty of
Berlin." There is no real attempt to answer the discovery
request on the testimony that they have submitted as
rebuttal.

And, so, | see this essentially as an

abuse of that rebuttal testimony process. And, | don't --
I'm not saying that's an intentional abuse, I'm | ust
saying it's one that the Commission should not in vite

through its orders.
CHAIRMAN GETZ: Thank you. Ms. Amidon?

MS. AMIDON: While I'm sympathetic with

the fact that Mr. Boldt does not practice before this
Commission, | don't think that excuses him from ¢ omplying
with the normal rules. And, | was very concerned when |
heard him characterizing Staff's testimony. They haven't
been on the stand yet. And, also characterizing Staff's
guestions and testimony today as something that i s -- he

is able to rebuttal through testimony that he fil ed some
time ago, and which did not comply with what rebu ttal
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testimony is.
I'm inclined -- | know | heard Ms.
Hatfield say that she would like to take a short
and resolve this today. But, given the many thin
Mr. Boldt said, I'm inclined to agree with the Co
It may be appropriate for Mr. Patnaude to provide
a transcript that recites Mr. Boldt's objections
stated them today, so that we can prepare a fully
response for the Commission, an objection for the
Commission tomorrow. But we will be making an ob
We don't believe rebuttal testimony
should be used to include responses to data reque
address what's perceived as an omission from some
else's testimony or to be used to supplement dire
testimony, where the party subsequently finds tha
failed to include material which they, you know,
wanted -- may have overlooked at the outset.
So that | think | would leave it to the
Commission. If you would like us to take a short
| will follow the Commission's directive. I'm ju
saying, | think I'd prefer to see exactly what wa

so | can prepare an appropriate response for Staf

recess

gs that
mmission.
us with
as he

informed

jection.

sts to
one
ct

t they

may have

recess,
st
S said,

f.

CHAIRMAN GETZ: But your basic position

nonetheless is you object to the motion?
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MS. AMIDON: Correct.
CHAIRMAN GETZ: Ms. Hatfield, are you
prepared to go ahead now?

MS. HATFIELD: Sure. Thank you.

Actually, | agree with everything that Attorney S hulock
and Attorney Amidon said. So, I'll try not to be too
repetitive. But | do agree that Attorney Boldt's Motion
for Reconsideration | don't think meets the stand ard of

541, that the Commission either made a mistake or
overlooked something.

He specifically said, as Attorney Amidon

just stated, that | think that one of his bases f or his
motion is that Mr. Sansoucy needs to respond to S taff's
cross today, and | don't believe that his written rebuttal
is necessary for that. He will be on the stand a nd he
will be crossed. And, if the Commission agrees w ith Mr.
Boldt that the Commission needs certain informati on from
him, the Commission itself can cross him on a wid e range
of issues.

As Attorney Shulock said, we all knew

the issues at the outset. You know, the fundamen tal issue
being whether this is in the public interest. An d, Mr.
Sansoucy certainly spent a lot of time in his tes timony
discussing whether it was in the public interest, and
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that, in our view, is just clearly more appropria te for
direct testimony.

With respect to all of the information
about siting, | don't believe that Staff or the O CAhad a
single mention of those types of issues, about wh ether
Berlin is the best place for the plant or anythin g like
that. So, | certainly understand that is a stron g view of
Mr. Sansoucy, and | think that that will come out in his
time on the stand, but it's not appropriate in hi S
rebuttal.

And, with respect to the items that
you've held in abeyance, Mr. Bersak talked about, you
know, last minute things coming in, and the nice thing
about prefiled testimony being that we can be pre pared for
the hearing. But I'll just point out again that that's
really the problem with that whole section that y ou've
held in abeyance, which is my Paragraph 12(e). Y ou know,
we still aren't sure if we have the complete mate rials.
And, we remain of the opinion that those should b e struck
as well. We don't think that the parties have a
meaningful opportunity to review those materials in order
to cross Mr. Sansoucy. So, we do object to the M otion for
Reconsideration.

The one area that | think is less clear
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in my mind than some of the others is -- are the
and related testimony, | believe in my -- | belie
reported to the Commission yesterday morning that
overlooked a few issues, and | revised my motion.
Mr. Boldt has added in another new exhibit, Exhib
And, | wouldn't object to that being in. That's
capacity growth-related issue, which I think it c
argued is related to some of those other exhibits
wouldn't object to that. And, I think that's it.
MR. BOLDT: May I respond very briefly?

CHAIRMAN GETZ: One second please.

exhibits

ve |

| had
And,

it 5.

a

ould be

. So, |

(Chairman and Commissioners conferring.)

CHAIRMAN GETZ: Mr. Boldt.

MR. BOLDT: Very briefly, your Honor.

It seems as if parts of the testimony that are in is
because | framed the question correctly in the ey es of
Staff and the OCA. Whereas, some of the evidence that is
stricken is because the question is improperly fr amed in
their eyes. That should not be the standard for just and
proper consideration of this case. | believe you have
overlooked and misconstrued the substance of our testimony
and the rebuttal nature of it against the testimo ny that
is prefiled by Staff.

My comment concerning the questions of
{DE 10-195} [Day 3 Afternoon Session Only] {01- 26-11}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

111

Mr. McCluskey and today's panel go to the concept of
opening the door. If they think it is something worthy of
cross, then it should be in on all withesses and allow all
parties to cross upon it. By opening back up and allowing
the prefiled rebuttal testimony of Mr. Sansoucy t o0 stand,
this Board has all evidence in front of it that i S proper,
and all parties can have a meaningful cross-exami nation of
it. We are now coming back on Tuesday for consid eration
of Mr. Sansoucy. Everybody will have more time t o]
consider all of the evidence that is there.

And, | must say, this is the first time
Ms. Hatfield has said that I've not given her now the
complete materials that had been referred to. | don't
know what she's talking about. We've given the V entyx
report, the most recent, and the most recent of t he Energy
Solutions, as well as the prior reports, backup, tables,
that go -- that could be anything that Mr. Sansou cy was
considering on the Ventyx materials we've provide d.

And, I'd like the Board's ruling as soon
as possible, so that we know how to prepare for t he
materials to be presented to this Board.

CHAIRMAN GETZ: Ms. Hatfield.

MS. HATFIELD: If I could just response
to that? What | was referring to was, at the beg inning of
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this afternoon Mr. Boldt approached the Bench and switched
out some documents with you, and I just didn't kn ow if he
needed to do that with us as well? And, I --

MR. BOLDT: No, you --

MS. HATFIELD: And, | haven't had a
chance to confer with him.

MR. BOLDT: Okay. For the record, the

materials that | provided to Staff and OCA before leaving
for lunch are the correct set. The Board had alr eady
left. | had asked the Clerk if those could be re trieved,
and it couldn't be at that time. So, that's why we
approached at this time. So, we will give the -- thank
you for reminding me, Ms. Hatfield. I'll give th e Board

the corrected sets as soon as we conclude.

CHAIRMAN GETZ: Okay. Then, what we

will do is take this matter under advisement. An d, our

goal is to deal with this in writing by close of business
Friday at the latest, so that everyone can be pre pared for
next week, and just how much testimony will be en tered by

Mr. Sansoucy and an opportunity to prepare cross.
MR. BOLDT: Thank you, Mr. Chairman.
CHAIRMAN GETZ: Ms. Hatfield.
MS. HATFIELD: Did you already tell us

what time on Tuesday?
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CHAIRMAN GETZ: I'm looking at 9:00

Tuesday, February 1st. And, recognizing, | don't know how
long, if we're going to be able to get through on Tuesday,
the 1st, everything that still needs to happen, w e have
reserved on our calendar Tuesday, February 8th, a s well,

if we need to go over.
MS. AMIDON: Thank you.

CHAIRMAN GETZ: Is there anything else

today?
(No verbal response)
CHAIRMAN GETZ: Hearing nothing, then
we're adjourned until next Tuesday. Thank you, e veryone.

MR. BOLDT: Thank you.

MR. BERSAK: Thank you.

(Wher eupon the hearing was adj ourned at
4:20 p.m and the hearing to reconvene
on February 1, 2011, comrencing at 9:00

a.m)
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