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PROCEEDI NGS

CHAI RVAN GETZ: Gkay. Good norni ng,
everyone. We'll reopen the hearings in
Docket 10-195.

And is there anything we need to
address before we resune wth cross-exam nation of
t he panel ?

MR, BERSAK: Yes, M. Chairman. Wen
Nancy Brockway was conm ssioner here, she used to
adnoni sh us to "slow down to speed up." Well,
yesterday, in our zeal to try to get corrected
versions of rebuttal testinony to reflect Concord
Steamis withdrawal, | had intended to provide two new
pages, one for replacenent of Page 6 and one for
repl acenent for Page 9 of the joint rebuttal
testinony submtted by PSNH as PSNH No. 7. After
| unch, | apparently did not have copies of Page 9, so
| couldn't provide themto you. So | have now
provided themto you and to the rest of the parties.
So, that's m stake No. 1.

M stake No. 2, in our failure to heed
Commi ssi oner Brockway's adnoni shnent, was on
repl acenent Page 6, which | did have yesterday. It

was not entirely correct. So I'mgiving you a
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repl acenent page. And on the bottom of the correct
page, now it says on the bottomright, "Repl acenent
Page, Rev. 2, PSNH Exhibit 7." And what we had
failed to do for sone -- for whatever reason, the red
lining on that | ast question on the page did not
appear in yesterday's replacenent page. So it's just
a correction. So, now!l think we're all set.

CMSR | GNATIUS: M. Bersak?

MR, BERSAK: Yes, Conm ssioner.

CVMSR. I GNATIUS: | have two 9s and no
6s. | could turn it this way, | suppose.
MR. BERSAK: | shall trade you

CVBR. | GNATI US: Thank you.

CHAI RVAN GETZ: Gkay. Anything el se?
Ms. Ami don.

M5. AMDON: Well, first of all, |
have to say | guess | am subject to the sane rule,
because when | was turning ny pages yesterday, |
unst apl ed sonething and | m ssed about a hal f-dozen
questions, which shouldn't take nore than 10 m nutes
this norning. So, | apol ogize for that.

And the other thing is a procedural
i ssue, which is, the Comm ssion mght want to

consi der when it would be entertaining M. Boldt's




© o0 ~N o o b~ w N

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

nmotion for reconsideration on the notion to strike
testinmony. So you nay want to consider when that
woul d be appropriate to take up, given the fact that
| think we anticipate M. Sansoucy to be testifying
next Tuesday.

CHAl RVAN GETZ: Well, are you all set?
s that --

MS. AM DON:  Yes.

CHAI RVAN GETZ: Well, we'll take that
under advi senent.

Do you have anything else to report,
M. Boldt, on what's going on between you and --

MR BOLDT: Sure. M. Shulock and |
are continuing to discuss. He is wanting to nodify
the receipts, and I'mfine with his nodification.
He's talking with his clients on which ones will be
receiving things. So | think we're proceedi ng at
pace.

And ny suggestion on when we hear ny
notion for reconsideration is after this panel is
finished, not -- we don't need to take the tine
bef orehand. Let's get through this panel first.

CHAl RMAN GETZ: Al right. Well,

then, let's plunge forward.
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CROSS- EXAM NATI ON

BY Ms. AM DON

Q
A

Q

Good norning. Good to see you all again.
(Panel Menbers) Good norni ng.
The first question that | omtted is related to a
definition of environnmental attributes, and that is
Article 1.16. It's on Page 2 of PSNH Exhibit 2 PPA
And the definition includes all credits,
certificates, benefits, and em ssion neasurenents,
reducti ons, offsets and all owances related thereto
that are attributable now or in the future.

Woul d you pl ease explain what you consider to be
a possible future environmental attribute.
(M. Labrecque) Well, this was nmeant to capture any
and all future prograns, |aws, rules, you know,
credit prograns that the facility coul d possibly
qualify for
And if | recall yesterday, the Conpany said they
woul d not have to pay any additional -- make any
addi ti onal paynents to Laidlaw for those future
environnental attributes; is that correct?
(M. Labrecque) Correct.
Thank you.

Related to -- there's a coupl e other questions
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[WITNESS PANEL: LONG|LABRECQUE|LARGE|SHAPIRO]

that relate to testinony. PSNH nentioned that the
curmul ative reduction factor is a priority lien, and
that in Order No. 24969 the Comm ssion approved a
restructuring transaction invol ving Concord Steam and
Concord Power & Steamthat included a feature with a
simlar priority lien.

VWhat specific feature of the CSC restructuring
transaction were you referring to?
(M. Large) WIIl you give ne a noment, please?
Certainly.

(Wtness reviews docunent.)

(M. Large) Wien | nmade those comments, | was
referencing the Conm ssion's order on May 22, 2009,
in Docket DG 08-107, Order No. 24969. And on Page 7
of that order there's a discussion about Concord
Power and Concord Steam and their relationship, and
t hat Concord Steam did not have ownership of
facilities that Concord Power woul d be operating, but
that they were obligated to receive services from
Concord Power -- backup boilers to provide steam
service -- and that in order to assure that Concord
Steam was abl e to receive those benefits, that this
priority lien was put in place. That's ny

interpretation of what's witten on Page 7.
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[WITNESS PANEL: LONG|LABRECQUE|LARGE|SHAPIRO]

Q Ckay. Thank you
On Page 17 of the PPA -- it's a section that
begins on the prior page, actually. It's
Article 12.1.2. And | think at the end of that
par agr aph, whi ch appears on Page 17, there's a date
om tted.
If you | ook up four lines fromthe end of that
par agraph, it says, provided that, if the
non-defaul ting party reasonably refuses to approve
such plan, the defaulting party shall have at | east,
but no nore than 180 days.
Is that intended to read as that is witten, or
is there -- or is there an om ssion? For exanple:
That the parties shall have at | east 90, but no nore
than 180 days, |I'mjust trying to understand if it's
witten correctly or if there's a word m ssi ng.
MR. BERSAK: M. Chairnman, it appears
that there may be a word m ssing inside there. W
wll consult with the devel oper and provide a m ssing
date and make that correction
M5. AM DON: Thank you.
CHAl RMAN GETZ: Thank you, M. Bersak.
BY M5, AM DON
Q At 12.3.1, Laidlaw is given the right to cancel the
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[WITNESS PANEL: LONG|LABRECQUE|LARGE|SHAPIRO]

>

10

project and term nate the PPA prior to the in-service
date if Laidlaw cannot deliver to the project site
all equi pmrent and materials required to construct the
facility at a total installed cost consistent with
the seller's budgeted cost.

How can PSNH police this provision to be sure
that any term nation conplies with this condition?

(Wtnesses revi ewi ng docunent.)
(M. Long) We can certainly ask the seller to provide
us an offer of proof that this condition was made.
And if we disagree with them then they can pursue
the rights under contract when we have a di spute.
Do you think this provision allows Laidlaw to
unilaterally change its expected or required return
bet ween now and the in-service date?
(M. Long) I'"'mnot sure | understand your questi on.
You said change their -- say that again?
Change its expected or required return.
(M. Long) Return on investnent?
Yes.
(Wtness reviews docunent.)

(M. Long) This sentence doesn't say anythi ng about
requi red return.

| was referring to the fact that it seens to be that
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[WITNESS PANEL: LONG|LABRECQUE|LARGE|SHAPIRO]

11

Laidlaw can terminate if it doesn't bring certain
facilities or certain construction to the site. But
| think you're right. Perhaps this question is best
passed at this point.

Article 14.1 states that the price or pricing
structure of any product or any applicable fuel or
energy source is not a "force nmajeure” event. Could
you expl ain what that neans?

(Wtness reviews docunent.)
(M. Long) I"'mtrying to catch up to you. 1'mon
Page 207?
| apologize. Yes. But | think that the section I'm
referring to carries over to Page 21. It's the
last -- | think it's the last, "provided, however,"
t hat begi ns on Page 20 and continues on to Page 21.
(M. Long) Yes. You' re asking about the -- whether
there's a problemw th getting fuel and why that's
not a "force nmjeure"?
Well, I'mjust asking you to explain what that neans,
that |ast proviso, pricing or pricing structure of
any product or any applicable fuel or energy source
is not a "force majeure" event. Just explain,
pl ease, your understandi ng of that provision.

(M. Long) Well, we only pay for the output that's
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[WITNESS PANEL: LONG|LABRECQUE|LARGE|SHAPIRO]

12

produced by the plant. So we didn't want the other

party to claima "force mgjeure” if they had a

problemwi th the price or the -- able to get fuel,
because it -- again, if it doesn't produce power, we
don't pay.

Thank you.

And | have two nore questions, so |I'm hoping
that wll make everybody happy about -- |I'mgetting
past the contract provisions.

Article 17.2 gives PSNH the right to assign its
interests and obligations under the PPA to any
regul ated, affiliated New Hanpshire el ectric
di stri bution conpany of equivalent or better credit
wor t hi ness.

Can you please identify such regul at ed,
affiliated New Hanpshire electric distribution
conpani es?

(M. Long) |I'mnot sure any exist today, but a
conmpany could be created in the future.
Ckay. Thank you.

And | know we've talked a little bit about this,
but | wanted to return to Article 25, which begins on
Page 27 of PSNH Exhibit 2, on dispute resolution.

Under this section, is it correct to concl ude that
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[WITNESS PANEL: LONG|LABRECQUE|LARGE|SHAPIRO]

13
the Conmm ssion has no role to play in resolving
di sput es between PSNH and Lai dl aw?
(M. Long) That's a step process. It starts with the

negoti ati on between executives, and then it goes to
nmedi ation, then it goes to arbitration, which has
sone specifications about it. But the entire
agreenent is subject to New Hanpshire | aw,
interpretation of the New Hanpshire | aw.

So, what rol e does the Commi ssion have in that
regard?

(M. Long) If there's sinply a dispute between the
parties, and that dispute is resolved through
arbitration, then | think the parties are bound to
t hat sol ution.

So the Comm ssion would have no rol e?

(M. Long) This may get to sonme of the questions we
had yesterday, but | suppose the Conmm ssion could do
an investigation and decide, if PSNH were to settle
sonething, if that were a prudent settlenment, nuch
like if we resolve an issue with an insurance

provi der, you know, on a dispute that's settled

t hrough arbitration, or any other dispute that the
Conpany has, that settles the contract terns in

arbitration.
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14

Ckay. Thank you.

And | do have one followup on a question from
Ms. Hatfield, and that will conclude ny
Cr oss-exam nati on.

M. Long, do you renmenber a question from
Ms. Hatfield about whether the PPA woul d affect
PSNH s debt rating?
(M. Long) Yes, | do.
| believe your response to her was that you had
tal ked to the financial people and the |enders, and
t he PPA woul d have no effect. Do you renenber that?
(M. Long) Yes.

M5. AMDON:. M. Chairman, the Staff
would |i ke, as a record request, the response of the
| enders that there would be no effect on PSNH s
credit rating -- of the PPA between PSNH and Lai dl aw.

MR. BERSAK: | believe the testinony
fromM. Long was he had a discussion with nmenbers of
Northeast Utilities' treasury area, and they
i ndicated that there would not be an effect. | don't
believe he testified we've had any contact with the
| enders of the facility.

CHAl RMAN GETZ: So, Ms. Am don, were

you | ooking for a docunent or...
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M5. AMDON:. M. Frantz -- 1'd like
himto clarify what the request is, if you pl ease.

MR FRANTZ: May |? Thank you.

Staff would |ike to know whet her or
not PSNH s financial group actually spoke with
| enders; or what did they base that opinion on, that
there would be no effect on the PPA. And we woul d
like that in witing -- no effect on their debt
rating fromentering into the PPA

CHAl RMAN GETZ: So, | take --

MR, BERSAK: We can provide sonething.
We'l| have a discussion wth our personnel in their
treasury area and have them respond.

So the question is sonething to the
effect of: Please provide a basis for the
representation that PSNH s entering into the PPA with
Lai dl aw woul d not have an adverse effect on...

MR. FRANTZ: PSNH s debt rating.

MR. BERSAK: PSNH s debt rating. GCot

CHAl RMAN GETZ: And we'l |l save PSNH
Exhi bit 147

CLERK: Yes.

(PSNH Exhi bit 14 reserved.)
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M5. AM DON:. Thank you.

BY Ms. AM DON

Q

Unfortunately, | just want to ask one other question
regardi ng renewabl e products paynment.

If you ook at Article 1.57 on Page 6, that
section seens to indicate that if there's a change in
law, efforts will be nade to revise the renewabl e
products paynent to conformto the value of any
repl acenent paynent follow ng such a change in | aw.

Coul d you just explain what's intended about
revisiting the renewabl e products paynent as cl ai ned
in this section?

(M. Long) Again, that section nunber?

It's Article 1.57 on Page 6.

(M. Long) Yeah. And that focuses on RSA 362-F,
which is the foundation for the pricing. So it's
really related to changes i n New Hanpshire | aw, but
recogni zes at the sane tine there m ght be other |aws
that cone in to play or change, and you try to take
that all into consideration. Absent a change in New
Hanmpshire | aw, you know, the contract says we get all
of the environnmental attributes.

And so this article, which links to Section 23,

suggests that there may be an opportunity to
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17
renegoti ate the cost of the renewable -- or the val ue
of the renewabl e products paynent?

(M. Long) Well, in the event that the New Hanpshire

| aw changed significantly and adversarially, then the
parties would | ook to, you know, follow the direction
in this section.

Thank you.

M5. AMDON. M. Chairnman, | am goi ng
to request that you allow M. Md uskey to conduct
some cross. And | will point out that | distributed
this nmorning a revised copy of the |ist of Staff
exhibits. And wth the exception of Staff testinony,
which will be introduced when they present their
direct testinony, | believe you have copies as well
of those exhibits in that package.

CHAl RMAN GETZ: Well, as we've done
with other parties, we will adopt the identification
of the exhibits as proposed by each of the parties.

M5. AM DON: Thank you.

MR, BOLDT: Point of order,

M. Chairman. Staff Exhibit 9 and Staff Exhibit 10
appear to be new docunents that have not been
produced to the parties. | would ask, if testinony

Is going to be asked of the panel, that we be given
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copi es of those.

M5. AMDON:. | do have copies to
distribute at that -- for the inquiry that's made
regardi ng those documents and would intend to
distribute themat that tine. If you wish ne to do
it now, | can do that as well.

CHAl RVAN GETZ: At your pleasure.

M5. AM DON:. Thank you.

MR BOLDT: But if we could have them
now, Your Honor, if there's sonething to review, we'd

appreciate it.

CHAI RVAN GETZ: Well, I"mreally not
sure that you need to deal with it. |'massum ng
these are part of the -- to lay the foundation for a
guestion in cross-exam nation that will be provided

to the witnesses before they're asked questions. So
| think it's fine for cross-exam nation purposes for
t he docunents to be put out at the tine of the
questions. |It's a convenience or a courtesy to give
it out in advance, but it's not required.

MR. BOLDT: W don't nean to bel abor
t he point.

M5. AM DON: Thank you, M. Chairman.
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19
CROSS- EXAM NATI ON

BY MR MCCLUSKEY:

Q Good nor ni ng.

A (Panel Menbers) Good norni ng.

Q The majority of ny cross will relate to the rebuttal
testinmony that was filed by the Conpany. But before
| get to that, I1'd like to ask a few questions
foll ow ng on from questions from Attorney Am don.

M. Large, yesterday you responded to a question
on how to determ ne the output of the facility that
is described in Appendix A of the PPA; is that
correct?

A (M. Large) Yes.

Q Has t he Conpany reached agreenent with Laidl aw on
that process, or will that be the subject of future
di scussi ons?

A (M. Labrecque) You're tal king about the discussion
of standard conditions, atnospheric tenperature, et
cetera?

Q Any factor that is involved in determ ning what the
output of the facility is.

A (M. Labrecque) No.

Q You have not?

A (M. Labrecque) W have not.
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W1l you be having discussions on how that wll be
det er m ned?

(M. Labrecque) That woul d be appropriate as we
approach the in-service dates, yes.

And the results of those discussions, is that
sonething that you anticipate filing wth the

Comm ssion for their review?

(M. Long) No. The answer is we're sinply
conmplying -- we'd sinply be conplying with the
contract, the PPA, which | presune at that point
woul d have been approved by the Conmission. So we're
sinply adm nistering the terns of the contract.
Thank you.

M. Long, | believe you indicated yesterday, or
the day before, that Staff is opposed to the purchase
option and the right of first refusal; is that
correct?

(M. Long) | don't know if those were ny exact words,
but that's ny understanding fromyour testinony.
Coul d you identify ny testinony where Staff i ndicated
its opposition to those two provisions.

(Wtness reviews docunent.)
(M. Long) On Page 47 of your testinony, you're

recomrendi ng elimnation of the cunul ative reduction




© o0 ~N o o b~ w N

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

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

21

provision. So, yes, you are recommending that it be

elimnated. | interpret that to nean you're agai nst

it.

| s the purchase option a different provision in the

PPA fromthe cunul ative reduction factor?

(M. Long) They're critically related. One rel ates

to the other. One exists because of the other.

So you're saying it's not possible for the conpany to

acquire the facility without a cunul ative reduction

account; is that correct?

(M. Long) Well, at the end of the term we talked

yest erday about an option that could exist during the

termof the contract. But the cunul ative reduction

factor applies for end of term and that's the

question you asked ne. So | interpret your

recommendati on to say you are opposed to the

cunmul ative reduction factor.

| think that's correct. | am opposed to the

curmul ative reduction factor. But ny testinony does

not say that we were opposed to the purchase option.
s it possible to have a PPA that provides you

with a purchase option w thout a cunul ative reduction

account ?

(M. Long) Yeah, hypothetically it's possible. It's
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not what this contract is, though.
Thank you.

Wth regard to the right of first refusal, did
you say yesterday that it's unlikely that the Conpany
woul d have to exercise that right under the PPA?
(M. Long) You said "have to." W don't have to
exercise it. | think what I was alluding to
yesterday is that | don't viewit a high probability
that we woul d exercise it during the termof the
agreenent. It's sinply an option that we have.

And the --

(M. Long) The reason, quite sinply, is because we
woul dn't realize the cunul ative reduction factor if
it existed. So, if that option occurred sonetine
during the term again, it would depend on what
options are available to us under New Hanpshire | aw,
but it also would depend on the status of the

cunmul ative reduction factor at the tine and what we
m ght estimate how it m ght change in the future.

So those would all be factors in whether or not
we woul d exercise that in md-term The prinmary
pur pose of the cunul ative reduction factor, though,
is to be sonething we woul d consider at the end of

term
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Ckay. |If Laidlaw were to receive an offer froma
third party to acquire the facility, say after two or
three years, would -- are you saying that it's
unl i kely that PSNH woul d respond to that offer
through to its right of first refusal ?

(M. Long) Well, again, you're asking ne purely a
hypot hetical. And, you know, know ng what | know

today, do | expect any changes to occur in two years

that m ght make it a viable option? 1'mnot aware of
anything. But two years fromnow, | don't know what
woul d be different. It's sinply an option that would

have to be examned at the tine that the opportunity
was presented.
Ckay. Thank you.

M. Labrecque, referring to Exhibit GRM 12 -- do
you have that?
(M. Labrecque) I'mlooking at it, yes.
The col umm, Adjusted Market Energy Price, | believe
you said that the Conpany did not understand how the
prices in that colum were devel oped; is that
correct?
(M. Labrecque) | said sonething to that effect. |
think I was -- | nentioned that in the text of the

testinmony | could not find any description of that
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colum, how it was devel oped.

D d the Conpany issue a discovery request on how
that -- how those prices were devel oped?

(M. Labrecque) | do not believe we did.

Okay. Thank you.

Again, M. Labrecque, if you could refer to
Staff Exhibit 3, which is your -- which is a copy of
your Attachment RCL-1. Do you have that?

(M. Labrecque) | do.

| think it's been established that the energy prices,
t he unbundl ed energy prices that are shown in that
attachnent, are based on the assunption of a $34
starting fuel cost in 2014 and annual increases of
2.5 percent; is that correct?

(M. Labrecque) That's correct.

And | think it's also been established that, if the
actual fuel costs at Schiller turn out to be
different fromthose two assunptions, then the energy
prices actually paid to Laidl aw would change from
what were shown in this colum; is that correct?

(M. Labrecque) Absolutely. That's the proper
functioning of the wood price adjustnment.

Ckay. Now, | think you also said that the bundl ed

price, what you call the total paynent, was based on
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a capacity factor and a plant capacity which is
different fromthe 63 negawatts and 87.5 capacity
factor that Laidlaw referenced at the SEC, is that
correct?

(M. Labrecque) Well, the capacity factor assunption
certainly inpacts the total paynent in Attachnent
RCL-1. | don't believe the size of the facility has
an i npact.

Okay. Thank you.

So, based on the 87.5-percent capacity factor,
the total bundled prices would vary sonmewhat
slightly, | would suspect; is that correct?

(M. Labrecque) They would be slightly | ower.
Ckay. Thank you.

Wul d you agree, subject to check, that the
bundl ed prices that's shown in this exhibit would
require PSNH to pay, over the 20-year life of the
contract, approxinately $1.5 to $1.6 billion dollars?
(M. Labrecque) | believe | have seen an exhi bit that
has numbers consistent with how you descri bed them
yes.

Okay. Thank you.
Ckay. | believe it's also been established that

the pricing in the PPA that resulted in these




© o0 ~N o o b~ w N

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

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

26

esti mated bundl ed prices was not the result of a
conpetitive solicitation?

(M. Labrecque) That's correct.

It was a bilateral negotiation between PSNH and
Lai dl aw?

(M. Labrecque) Correct.

Did PSNH -- | believe PSNH did not consider prices
paid to other renewabl e projects in the process of
negotiating the pricing in the PPA, is that correct?
(M. Labrecque) It was not a primary focus of our
negoti ati ons, no.

Thank you.

In your rebuttal at Page 2, Line 20, you say
that the PPA was consciously designed to avoid
reliance on anyone's projections. | believe you're
referring to market price projections; is that
correct?

(M. Long) Yes, it is.

Can | conclude fromthat statenent that the Conpany
did not use long-termprice forecasts as the basis
for determ ning the reasonabl eness of the PPA prices?
(M. Long) That's correct, because we don't believe
there is a reliable, believable or provable |ong-term

forecast. So we focus on structure rather than, you
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know, someone's guess at what a price would be in the

future.

| believe PSNH al so did not use financial analysis as

the basis of its reasonabl eness determ nation; is

that correct?

(M. Long) You nean financial standing of the seller?

No, the financial analysis of the project itself,

li ke an internal rate-of-return cal culation or NPV

cal cul ati on.

(M. Long) I'mnot aware of any power purchase

agreenent that is based on analysis of the seller's

return on equity. W did obtain sone information, as

you know, prelimnary information fromthemthat we

were able to do sone analysis, but it was not a

determ ni ng factor.

So the answer is: You did not use financial analysis

to determ ne the reasonabl eness of the prices?

(M. Long) No, that's information, as | nentioned,

think in one of our data responses, that we typically

do not get froma seller. W have not ever been able

to get it, for instance, fromthe existing wood

producers. And we've tried many tines in the past.
Laidlaw was willing to provide us sone

i nformati on. But we don't have full access to their
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financials, nor do we need it, because it's a
negoti ati on between two parties. And it's not a
cost-of -service contract. So it is a negotiated
contract.

Thank you.

So, if the Conpany did not use conpetitive
solicitation and it didn't use prices from conparable
projects and it didn't use market price projections
or financial analysis, what did the Conpany do in
order to determ ne the reasonabl eness of the prices?
(M. Long) Well, you take each of the conponents. In
the case of renewabl e energy certificates, we took as
a benchnark the state's policy on what was an
accept abl e paynent for renewable attributes, and we
negoti ated a significant discount fromthat price.
And we felt that would give the certainty that the
sell er needed and the assurance to us that we were
able to pay nmuch | ess than what the state policy
showed.

In the case of capacity, we negotiated five
years of no increase in capacity costs, and we
started at a reasonabl e nunber and increased over
time. And our own judgnent was that that woul d be,

you know, a fair price, realizing that capacity is
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not the nost significant price in the contract.

And t hen when you get to energy, you know, as
our rebuttal testinony shows on the exhibit, and with
t he wood prices, the energy price in the contract was
very conpetitive with the daily prices that would
exi st during that term

Maybe | should point to our exhibit. And so we
felt that we had a conpetitive energy price. But we
knew -- based on the data we had at the tine. But we
knew t hat the future was not predictable, and that's
why we insisted on a cumul ative reduction factor to
protect our custoners from changes goi ng forward.
Thank you.

(M. Long) And if | could point to that exhibit in
our rebuttal that I"'mreferring to... and it's

Page 39, Rebuttal 2. And it's a tracking of what the
contract prices would have been during that

hi storical period, had it been in effect, versus what
t he whol esal e prices woul d have been.

And then, of course, recently we've had a big
change in those market prices. But if you | ook at
the period up to July "08, for instance, and you do
the math, the power -- the energy charge in the power

purchase agreenent is less than the market. And if




© o0 ~N o o b~ w N

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

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

30

you take the entire period as shown in the upper
ri ght-hand portion, it's very conpetitive with the
mar ket .

So that's what we knew at the tine, that the
energy prices were conpetitive with the market. As |
said, the market has taken a decline since that tine.
And in the future, I wll state enphatically that
nobody knows what the prices are, and that's why we
have the structure in the contract that we do have.

MR. BERSAK: M. Chair, | believe that
the witness was referring to what's in PSNH Exhibit 7
at Page 39, what's been marked as Attachnent PSNH
Rebuttal 2.

BY MR M CLUSKEY:

Q

Ckay. Could I refer you to Staff Exhibit 6. Maybe
the question could be for M. Large, since it was
directed at him
(M. Long) Staff exhibit or our exhibit?
Staff Exhibit 6.
(M. Labrecque) Could you describe what that is? |
don't think we have --

M5. AMDON:. I'msorry. D d Il not
provide you a list? That's -- | apol ogi ze,

M. Chairman. Apparently --
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MR. LABRECQUE: | think you gave us
one. We just didn't carry it up wth us.

M5. AM DON: | apologize. | have one
copy. | can ask ny assistant to nake additi onal
copies. For the tinme being, if you wll take that,
and | wll ask for additional copies.

May | ask the w tnesses, do you
have -- discovery is referred to on the Staff exhibit
list. Do you have that discovery?

MR. LABRECQUE: | think so. Gve ne a
m nut e.

M5. AMDON. Ckay. |If not, please --
"Il wait a mnute and you can tell ne if you need ne
to make a full copy of the exhibits.

CHAl RMVAN GETZ: Ms. Amidon, are sets
bei ng given to other parties or -- as we go?

M5. AMDON: Well, ny -- | was taking
t he approach that other people had done, which is
assum ng that people had their own files. |If there
was sonething different, a new exhibit, as Exhibit 9
and 10 are here, | would provide them copies. But
|'"mgoing to ask Ms. Peters to nmake copies for
everyone. | apol ogi ze.

(Pause in proceedings.)
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M5. AMDON: In the neantine, |'d be
happy to allow the witnesses to use ny copy of the
di scovery.
MR. LABRECQUE: We've got two copies
of di scovery up here, so we should be okay.
M5. AMDON: Al right. And I'll have
others. Sorry about that.
(Chai rman and Conmi ssi oners conferring.)
A (M. Large) W have Staff Set 2, Question 5.
BY MR, M CLUSKEY:
Q That's correct.

M. Large, as | said, since the question was
directed at you, maybe you could read into the record
the question and the answer.

A (M. Large) Certainly. The question states:
Ref erenci ng Large testinony, Page 8, M. Large states
that, to neet the first factor, paren, efficient and
cost-effective realization of the purposes and goal s
of the RPS | aw, cl ose parens, PSNH has enpl oyed a
di rect negotiation process with Laidlaw, with a cl ose
quotation. Please describe all tests used by PSNH
during the negotiations that show that the proposed
PPA is a cost-effective acquisition of renewabl e

ener gy.
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And the response states: There were no specific
tests of, quote, cost effectiveness, unquote, used
during the negotiations. However, certain factors
wer e consi dered. The testinmony of M. Long on Page 6
comments on PSNH s interest in projects that are
uni que, feasible and provide added value. The
Lai dl aw project involves the redevel opnent of an
exi sting boiler at an existing site in an
economni cal | y-chal | enged area of New Hanpshire. The
project utilizes wood chips as the fuel source, which
results in a significant econom c boost to the |ocal
New Hanpshire wood i ndustry. The testinony of
Dr. Lisa Shapiro provides details on the econom c
devel opnent and enpl oynent aspects of the project.

Al so, LBB was willing to consider certain uni que
terms and conditions in the PPA that provi ded added
val ue and protection to customers, paren, see a
summary in M. Labrecque's testinony on Page 13,

cl ose parens.

Thank you.

You state in your rebuttal testinony at Page 3,
Line 13, that PSNH does not forecast future energy
prices; is that correct?

(M. Large) At Line 12, we say, However, conmma, PSNH
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does not forecast future energy prices.
Thank you.

Wul d you agree that | ong-term forecasts or
proj ections of narket energy prices can be prepared
using different nethods that are both sinple and
compl ex?

(M. Long) Yes. And whether sinple or conplex,
they're generally unreliable.
Thank you.

By the way, do you distinguish between forecast
and projection? Do you consider those the sane
terns, or do you distinguish between then?

(M. Long) Well, projection could be for purposes of
doi ng a scenari o, as opposed to a forecast, which

i nplies ownership and belief that it's accurate. So,
to nme, projections, estimates, things of those
nature, are really perhaps due to a sensitivity
analysis or, you know, just to see what if this or
that. But it's -- as | said, it's |like forecasting
the weather: Nobody can do it reliably, and over the
| ong-term particularly.

Sorry. | didn't quite get the distinction. Are you
saying that a forecast is considered to be nore

accurate or | ess accurate than a projection?
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(M. Long) No. It's nmy opinion -- and there could be
di fferent opinions, obviously. To ne, when soneone
says we forecasted this, you' re saying that you
believe that that's what's going to happen in the
future; whereas, if you say | project this or |
estimate this, for purposes of an analysis, perhaps a
sensitivity analysis, it would just give sort of a
context in which these nunbers are used.
Okay. Thank you.

| believe you have a copy of Staff Exhibit 7
there, which is the Conpany's response to 1-11.
(M. Labrecque) W have it.
Ckay. In this response, the question actually asked
for assessnents or anal yses perfornmed by PSNH to
det ermi ne whet her the proposed PPA is in the public
interest. And you provided several analyses; is that
correct?
(M. Labrecque) Yes.
The analysis in Attachnent 2, if you could just turn
to that, contains a base case series of nmarket energy
prices that span the 20-year termof the PPA; is that
correct?
(M. Labrecque) Correct.

Al so, the analysis in Attachnent 3, which | believe
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is intended to... analysis of the -- it's an analysis
of the PSNH purchase option; is that correct? 1Is
that the intent of Attachnent 3?

(M. Labrecque) Attachnent 3 was one of a set of
cases that | believe -- this is conprised of
Attachnment 3, 4, 5, 6 and 7 -- that were prepared as
part of our discussions with the accounting and
treasury people regarding an interpretation of
accounting treatnent of the PPA. It involves
sonething to do with whether or not the purchase
option agreenent was -- could be | ooked at either by
our internal accounting or our auditors as a
triggering -- triggering the need for bal ance sheet
accounting or sonething else that I'm not an expert
in.

So we were asked to prepare a series of exhibits
under different scenarios that m ght indicate whether
or not that purchase option agreenent had sone
material effect on the value of the asset. That's

why we prepared these.

Ckay.
(M. Long) And I would just -- this relates to an
earlier question -- say that the concl usion was that

it did not require a bal ance sheet adjustnent and
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that we just use nornal accounting for a power
purchase agreenent. So this would be just |ike any
ot her power purchase agreenent, fromthe accounting
point of view And that is what is related to the
gquestion earlier about what the bond rating -- it's
just like any other power purchase agreenent.

Ckay. |I'mnot actually going there, M. Long.

But Attachnment 3 includes the sane series of
mar ket energy prices that were in Attachnent 2; is
that correct?

(M. Labrecque) Yes. | believe the base case,
Attachnent 3, uses the base case from Attachnent 2.
Thank you.

Now, on Page 1 of this response, 1-11, you refer
to a base case forecast of energy, capacity and REGCs;
is that correct?

(M. Labrecque) That is correct.

Ckay.

(M. Labrecque) Now, there are other data responses
where we clearly state that we do not provide
forecasts. This one slipped in the word "forecast."
And | wouldn't suggest it's a conpl ete upheaval of
our position on whether we produce forecasts or not.

Thank you for that clarification.
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Now, Staff Exhibit 8 is the response to 6-2; is
that correct?
(M. Labrecque) Getting there. Al right. W're
| ooking at Staff 6, Question 2.
Wul d you agree with ne that this question asks how
t he Conpany devel oped the nmarket energy price
forecast that we just identified as being in
Attachnment 2 and 3?7 And you -- | believe the
response gives that requested information; is that
correct?
(M. Labrecque) Yes.

MR. BERSAK: M. Chairnman, if you read
the question here that was asked in this data
request, it says, "Regarding the market energy price
base case projection, please respond to the
followwng." And in light of M. Long's earlier
testinony with respect to his differentiation between
forecasts and projection, | think the term nol ogy
used by Staff in the question is inportant.

MR. McCLUSKEY: Thank you.

BY MR M CLUSKEY:

So this response -- well, first of all, the Conpany
agrees that the nmarket energy price forecast was

devel oped by itself and not by soneone -- a
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consul tant, for exanple?
(M. Labrecque) It was prepared by us, and it
descri bes here the inputs to it.
Okay. Thank you.

Goi ng back to the response to 1-11,
Attachnment 3 --
(M. Large) Can we have a nonment to try to reassenble
our. .

(Pause i n proceedi ngs)

(M. Large) 1-11, M. MCuskey; is that correct?
Attachment 3.
(M. Labrecque) W got it.
Now, woul d you agree with ne that, anong ot her
things, this attachnent cal cul ates what you termthe

"over-nmar ket energy value,"” which is the difference
each year between the PPA energy price and the narket
energy price forecast by the Conpany multiplied by
the nmegawatt hours produced? |Is that correct?

(M. Labrecque) Again, we take exception to the use
of the word "forecast." As we have testified, we
feel that inplies sone higher degree of acceptance as
t hat being our opinion of the future. That's not

what the intent was here. And in the row nmar ked

"Over - Market Value," that was an attenpt for each of
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these scenarios in Attachnents 3 through 7 to devel op
sone different cases in order to allow accounting to
have sone di scussion of how the operation of the CRF
and the purchase option agreenent may inpact their
determ nati on on bal ance sheet accounti ng.

Well, |eaving aside whether we call this series of
energy prices a forecast, a projection or an
estimate, would you agree with ne that the
over - mar ket val ue that you are showi ng each year is
the di fference between the PPA price and the narket
energy price nultiplied by the nmegawatt hours
produced by the facility?

(M. Labrecque) That's the mathematics. And they're
all based on the input assunptions used in the
analysis. But | agree with your description that
that entry in the spreadsheet represents a
nmegawat t - hour value tines the difference in two sets
of prices, both subject to sonme input assunptions.
Thank you.

Woul d you agree, subject to check, that the sum
of the annual over-narket values shown in this
attachnment is 143 mllion over the 20-year term of
t he PPA?

(M. Labrecque) | actually think each of these cases
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has that value calculated. And | would agree that,
in this particular case, the sumof those values is
143 mllion.

For the base case?

(M. Labrecque) Yes.

Thank you.

And woul d you al so agree that the term "over
mar ket " and "above narket" have the sane neani ng?
(M. Labrecque) Yes.

Thank you.

CHAI RMAN GETZ: M. Md uskey, let ne
ask about this attachnment. The copy we have says --
there's a "confidential" stanp on it. |Is any of this
i nformation --

MR. McCLUSKEY: Initially, all of this
informati on was confidential, and it was subsequently
made public by the Comm ssion.

MR. BERSAK: That's correct,

M. Chairman. After the Comm ssion ruled on certain
confidentiality requests by the Conpany, we issued a
new revi sion of this data request which renoved the
confidential statenents based upon the Conmi ssion's
ruling.

CHAI RVAN GETZ: Gkay. Thank you.
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Conpany's testinony that it does not forecast future

energy prices. |If that's the case, how does the

Conpany go about determ ning whether it's economc or

in the public interest to convert Schiller, for

exanple, or to continue operating the new facility?

A (M. Long) I"'mtrying to renmenber the docket where

Schiller was presented. And it was presented on its

environnental nerits, the fact that wood price and
wood costs historically were stable and conpetitive.
Beyond that, you know, we didn't rely on any

|l ong-term price of energy or market price because,
again, we don't have one. But it was on the basic
construct and function and design, and to neet the
Cass | renewable requirenents. And that's what th
is all about, too, neeting Cass | renewabl e

requi renents.

Q But | did say --

A (M. Long) In the case of New ngton, you | ook at

di fferent scenari os, and how does it operate under
di fferent scenarios as a whole; the continued unit
operation study that you' re aware of that | ooks at

nmultiple factors and nultiple conditions and what

S
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ifs, and how does that unit -- howis it val ued under
different scenarios. So it's a scenario anal ysis.
Does the continued unit operation study from

New ngton, which | have to say | haven't yet studied,
but doesn't that require sone forecast of benefits?
| "' m not tal king about energy, necessarily energy
benefits. But doesn't that require sone forecast of
capacity or other types of benefits in order to make
a determnation as to whether it's cost-effective to
continue to operate the facility?

(M. Large) The New ngton continued unit operation
study that was filed as part of PSNH s | ease-cost
plan filing in Septenber of this year exam ned --

| ast year, I'msorry -- exam ned a nunber of factors
of benefit that New ngton provides, and exam ned a
variety of market conditions, market scenarios, and
estimati ng the benefit that that unit provides to
PSNH s custonmers. It did not provide -- it was not
based on a singular forecast or estinate.

My understanding, it does include a forecast of
capacity prices going forward. | understand you
enpl oyed M. Levitan for that purpose; is that
correct?

(M. Large) Yes.
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So there's an instance where you didn't actually
forecast those quantities thensel ves, but you hired a
firmto do that. Isn't that using forecasts?
(M. Large) | stated that we did not utilize a
forecast for future energy markets in the exam nation
of the New ngton continued unit operation value. And
the conversation that | understand is being had here
i's about energy forecast.
| thought | corrected nyself by broadeni ng the issue
of whet her the Conpany uses forecasts to other
quantities, including capacity.

So, does the Conpany use forecasts, either
devel oped by itself or by people working on its
behal f, for capacity, for exanple?
(M. Large) Well, | don't have ny New ngton conti nued

unit operation study with ne today to be able to

reference that. But our testinony is that we do not
utilize forecasts for energy -- long-term energy
prices.

(M. Long) And to the point, you know, as | have
tried to say many tines, we | ook at scenarios and
structure and how mght, in this case, a power

pur chase agreenent operate under different scenari os.

And we had a fair amount of di scussion so far on how
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does it operate under different scenarios. One of
those scenarios is the different future energy narket
prices. And because -- and we can describe how it
operates under different future energy prices, and
that difference is captured through the cumul ati ve
reduction factor. So that's the nechanismwe use to
tie the contract to actual nmarket energy prices.
However, it was done by structure as opposed to
believing that a certain future price in the market
woul d actual ly exi st.

Thank you. Moving on.

PSNH cl aims at Page 17, Line 22 of the rebuttal,
that | provided no justification to support the
assunption that the plant will have little val ue
after 20 years; is that correct?

(M. Long) | think you' re tal king about Lines 22 and
23, which is the statenment, "Neither M. MO uskey
nor M. Traum provide any justification or facts to
support the assunption that the plant will have
little value after 20 years."

That's correct. Could you turn to Page 20 of ny
testinony. Are you there?

(M. Long) Yes.

Could you read into the record the response, or the
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answer to the question that begins on Line 137
MR. BERSAK: | believe that
M. MO uskey's testinony will already be in the
record. |'mnot sure what value there is to reading

it again.

CHAI RMAN GETZ: | think he's asked
about a statenent that's been nade by the w tnesses
and to get into the record whet her the statenent
conports with what was said originally in the
testinony. So let's just get it on the record. |It's
one sentence.

MR LONG It's -- well, | thought it
was the whol e paragraph |I' m supposed to read.

CHAl RMAN GETZ: Well, | think the --
doesn't the first sentence acconplish the point,

M. MO uskey?

MR. McCLUSKEY: The first sentence
just makes the statenent that | think has little
value. What follows explains why | believe it has
little value. The statenent in the rebuttal was that
there was no justification in testinony for the claim
that there was little value, potentially little
val ue.

VR. LONG Wll, to be clear, | didn't
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say "no justification,” | said "no facts.” And the
question is: Wat is your opinion? So what foll ows
is M. Md uskey's opinion and specul ati on, not
facts.

|'d be happy to read it into the
record. But the question says, "in your opinion,"

and | read that to nean opinion versus fact.

BY MR M CLUSKEY:

Q

Vel l, doesn't your statenent on Line 22 say, "Neither
M. MO uskey nor M. Traum provi de any
justification"?

(M. Long) O facts to support the assunption. So
you' re maki ng an assunption w thout any support.
Ckay. WwWell, we'll nove on.

I n your rebuttal at Page 21, Line 22, you
suggest that the Conm ssion should not rely on the
New Hampshire Class | REC price projection devel oped
by Synapse as a basis for determ ning the
reasonabl eness of the REC prices in the PPA; is that
correct?

(M. Labrecque) That's correct.
And the reason you give is that the Synapse prices
have al ready departed fromreality. Wat do you nean

by they've "departed fromreality"?
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(M. Labrecque) W were essentially expandi ng upon a
comment you nmade yourself in your testinony, where
you took note of the fact that the near-term adjusted
Synapse prices could be reasonably descri bed as being
too high. And in essence, this report, the Synapse
report, prepared in 2007 and updated in 2009 -- and
' mnot an expert in the report. | do not know the
extent of the update in 2009, if it was only portions
of the report or if it was the entire report,
including their treatnment of the renewabl e energy

mar ket .

But regardl ess, your comment and your testinony
was that their near-term REC prices were too high
relative to where we are today.

And where is that? Wat page are you referring to?
(M. Labrecque) In your testinony?
Yes.
(M. Labrecque) Page 28.
MR BERSAK: | would refer the
Comm ssion to Footnote 22 on Page 28 of

M. MO uskey's testinony.

BY MR M CLUSKEY:

Q

And why woul d that indicate that the Synapse REC

prices for 2014 on would not be reliable?
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(M. Labrecque) Well, to ne, it called into question
their ability or anyone's ability to predict even
short-termvolatility in the market, let alone to
fully conprehend the next 20 years of potenti al
volatility that could exist in the renewabl e energy
mar ket s.

| think sonewhere else in your testinony you
nmenti oned that the Synapse energy prices were al so,
|'"'mforgetting, too high or too low. But regardl ess,
they were not aligned with your expectation of the
current market.

So again, it just goes to the ability of any
study to really serve as the basis for such an
I nportant decision as this one.
Thank you.

At Page 8 of your rebuttal testinony, Lines 26
t hrough 28, you state that | incorrectly clainmed that
PSNH expects wood prices to increase at an annual
rate of 2.5 percent; is that correct?
(M. Labrecque) Yes.
Could you turn to -- turn to Staff Exhibit 3, which
is your attachnent RCL-1.
(M. Labrecque) | got it.

And could you read into the record the Footnote 1 to
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that attachnent.
(M. Labrecque) Footnote 1 to Attachnent RCL-1
states: "Notes: Assunes bionmass fuel price of $34

per ton in 2014, escalating at 2.5 percent annually."
Thank you. You go on to say at Page 8, Lines 31,
that | used the wood price projection that starts at
$34 a ton, escalating at 2.5 percent per year, to
comput e contract energy prices, which serve as the
basis for ny conclusion that PPA energy prices are
pri ced above market; is that correct?
(M. Labrecque) That's correct.
Do you agree that the energy prices in Exhibit GRML1
are the sane prices as in Attachnent RCL-1, with the
change in the capacity factor which we nentioned
earlier?
(M. Labrecque) Yes, | would agree to that.
And are they the sane as the prices that we discussed
relating to Attachnent 3 to Staff 1-117
(M. Labrecque) Yes, | recall the discussion of that
attachnent .
Thank you. Turning to another issue.

Was the negotiation that led to the PPA an
arm s-1 ength negotiation?

(M. Long) Yes.
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| f so, does that nean that PSNH woul d not have had
access to Laidlaw s data on OEM costs, capital costs
and fuel costs?

(M. Labrecque) No, we did not have access to that.
Thank you.

So, PSNH was not allowed to exam ne Laidl aw s
fuel supply contract with -- | believe the supplier
is Cousineau? |s that how we pronounce that?

(M. Long) | don't think it existed when we were in
negoti ation, earlier negotiation.

So if you haven't seen that, can | concl ude that
you're not famliar with the fuel pricing for the
Laidlaw facility?

(M. Long) |I'mnot.

Thank you.

So you don't actually know whet her the PPA
assures Laidlaw that it will recover its fuel costs;
is that correct?

(M. Long) Well, the PPA does not assure Laidl aw t hat
it wll recover its fuel cost. The PPA has a nethod
for setting the energy price. But Laidlawis

conpl etely exposed to the level of its fuel costs.
Its actual fuel costs will be what they are. They go

up or down. There's no change in the pricing in the
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PPA.
| f Lai dl aw had hedged its fuel price risk by setting
the fuel price in its contract with Cousi neau based
on the Schiller costs, would there be any risk of
fuel cost under-recovery for Laidl aw?
(M. Long) If that's what -- if they mnimze their
ri sk, they have every right to do that under the
contract. But how they do that and their actual
costs are their exposure.
So the Conpany doesn't actually know whet her Lai dl aw
has any fuel cost risk; is that correct?
(M. Long) | don't know what the arrangenents are.
And it's not really -- wasn't relevant to our
negoti ations. W set up our negotiations that they
were free to seek whatever val ue or cost exposure
they could. And that's up to themto deci de how t hey
wi || approach their own fuel procurenent and risk
mtigation.
Ckay. Thank you.

CHAI RVAN GETZ: M. Md uskey, hold on
for a second.

(Chai rman and Conmi ssi oners conferring.)
CHAl RMAN GETZ: Okay. | think at this

point we're going to take a recess for hopefully no
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nore than 15 m nutes. And maybe today we can get in
a routine that certainly would be hel pful to the
partici pants and to the court reporter. |'d like to
try and go in 90-mnute increnents, have a break for

| unch probably around 12:15. And hopefully, we'll be
conmpl eted today by between 4:30 and 5:00. And I'm
hopeful that we'll be done with this panel today, and
then we can take up -- | would think maybe after

l unch take up the notion, or depending on where we
are, maybe at the end of the day.

MR BOLDT: \Whatever the Chair |ikes.

CHAI RVAN GETZ: All right. Anything
we need to address before we take a 15-m nute recess?
Heari ng nothing, then we're recessed.

(Wher eupon a recess was taken at 10: 34

a.m, and the hearing resuned at 11: 00
a.m)

CHAI RVAN GETZ: GCkay. W're back on
the record and picking up wwth Staff questioning of
the w tnesses.

MR. McCLUSKEY: Thank you.

BY MR, M CLUSKEY:
Q Moving on to the issue of the cunulative reduction

account. You claimin your rebuttal at Page 6,
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Li ne 15 that the PPA has been desi gned through the
operation of the cunul ative reduction factor to cause
the energy prices to be at actual energy market
prices; is that correct?

(M. Long) I'"'mnot follow ng your reference. G ve ne
t he page nunber, please, and the |ine?

Page 6, Line 15.

(M. Long) Ckay. Cot it.

Got that?

(M. Long) Yes.

And al so at Page 30, Line 4, you say, "Such prices

are essentially "trued up' to actual hourly day-ahead

LMPs at the end of the contract"; is that correct?
(M. Long) Sorry. I'mnot quite as fast. Wat page
was t hat?

Page 30, Line 4.

(M. Long) Yes.

So, if |I'munderstandi ng you correctly, even though
the energy prices in the PPA nmay exceed market energy
prices at any particular time, you are saying, as a
result of the cunulative reduction account, that when
that's taken into account, it either brings -- it
essentially trues themup back to the market energy

prices at that tine; is that correct?
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(M. Long) Yes. |It's accunulation of the hourly
di fferences, and you said above narket or bel ow
mar ket .
That's correct. Ckay.

So if we could -- if you could turn to Staff
Exhibit 9, which is a hypothetical which I
devel oped -- do you have that?
(M. Long) Yes.
So in this hypothetical, we're going to assune that
we're in year one of the contract. Do you actually

have it?

(M. Long) Yes.

So we're in year one of the contract. And the New
Hanpshire zonal narket energy price in a particul ar
hour is $60-negawatt hour. The energy produced by
Laidlaw -- by the Laidlaw facility in that hour for
this hypothetical is a 100 negawatts -- negawatt
hours. And the energy rate under the Laidlaw PPA in
that hour is $80 a negawatt hour under this

hypot hetical. Ckay?

(M. Long) Ckay.

It's ny understandi ng that, under the PPA,
Laidlaw s -- Laidlaw bills PSNH nonthly for energy

and ot her products purchased; is that correct?
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(M. Long) Yes.
Ckay. So, under this hypothetical, Laidlaw will bill
energy purchased in the hour in question equal to
$6, 000, 60 tinmes 100-negawatt hours; is that
correct -- sorry -- equal to 8,000, 80 tines
100- regawatt hours?
(M. Long) Yes.
And had they been billed at the market energy prices,
the bill would have been $6, 000; correct?
(M. Long) Yes.
So there's a difference of $2,000 in that single hour
that we're | ooking at.
(M. Long) Yes, under this hypothetical.
Ckay. So, when does PSNH receive this difference?
(M. Long) At the end of the 20-year contract period,
this $2,000 that you're nentioning woul d be
accunul ated with other simlar anounts, up or down.
Thank you.

So it's after 20 years you're sayi ng?
(M. Long) After 20 years, there would be $2, 000 of
the total cunul ative reduction factor that's rel ated
to this hypothetical.
To this particular hour of the contract ternf

(M. Long) Yes.
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So, does this $2,000 accunul ate interest over this
termwhile it's sitting in this account?

(M. Long) Neither this nor any anmounts in the other
direction are accunul ating interest.

Do you know what the $2,000 that is sitting in this
account at the end of the 20-year termis worth in
2014's dollars?

(M. Long) No, | don't. It will be $2,000. What
it's worth in 2014, | don't know if anybody knows at
this point. It depends on what you do with that
noney, | suppose, what discount rate you use.

So you'd receive $2,000 20 years hence. But if you
received it in 2014, it would have been worth nore to
the recipient. Do you agree wth that?

(M. Long) Yes. | think what you're really -- what
you're tal king about is a concept of time val ue of
noney, and assuni ng that noney increases in value
over tine.

Ckay. So, would you agree, subject to check, that,
usi ng the Conpany's overall cost of capital as the
di scount rate, that this $2,000 is actually worth
$358 in 2014 doll ars?

(M. Long) And what discount rate did you use?

The Conpany's overall cost of capital after tax.




© o0 ~N o o b~ w N

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

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

58

(M. Long) And what did you use to get that nunber?
The Conpany provided in a discovery response the

aut hori zed overall cost of capital for its generation
i nvestnents after tax.

(M. Long) So you used sone nunber that's, what,
north of 9 percent?

| think it was around about 9 percent. That's
correct.

(M. Long) If you present-value 2009 percent, then I
wi || accept that you get a nunber |ike whatever your
nunber you used. |If you use a different discount
nunber, for instance, 3.25, you get 1,055. And if
you do anot her scenario where you | ook at just, for
i nstance, the |last four days of prices, it wll

turn -- it will totally turn around the other

di recti on.

So this is just one hour, one scenario, and you
pi cked the first hour of the 20-year period. But the
curmul ative reduction factor is obviously nore
complicated than that. It depends on all hours for
all the 20 years, and in both directions.

So, yes, | nmean, for this one hour, you're
right. There's no tine value -- no tine val ue of

noney cal culation. But as we indicated earlier,
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we're willing to consider sone formof time val ue of
noney consi derati on.

So you're saying the actual value in 2014 depends on
the discount rate used in the calculation. 1Is that
your point?

(M. Long) No. M point is that you picked a rather
extraordi nary, extreme scenario. And |I'mjust

poi nting out that I wouldn't accept your discount
factor, which is very high. And the fact is that, if
you use another scenario, different prices, the
nunber woul d be negative, and it would work to
custoners' advantage not to nake that tine val ue of
noney cal cul ati on.

Thank you.

So, this $2,000 that PSNH will receive in 20
years hence, how does it receive that? 1Is it a
check, or does it receive that value in sone other
way ?

(M. Long) | would hesitate to say PSNH receives it.
Gbviously, the cunul ative reduction factor is a val ue
created that would be -- the intent would be to
return it to custoners. So if we receive it, it's
only to adm ni ster sone way of recognizing future

benefit of the custoners.
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So it would actually pass through PSNH to its
custoners i s what you're sayi ng.
(M. Long) Yeah, in sone form
Thank you.

Now, is the anpunt that it can receive
through -- sorry. D d you actually respond to the
question of how you receive it? | asked whether it
was a check or sonme other form
(M. Long) No. | think we tried to create an
anal ogy. In sone of our responses we call it an
i nsurance policy, whatever nanme you want to call it.

But under the power purchase agreenent, it's an
amount that can be applied agai nst a purchase price
of the unit -- of the facility.

And so the anmpunt that you can receive is actually
capped by the volune of the facility; is that
correct?

(M. Long) | think that's okay to look at it that
way, Yyeah.

So if the volune of the facility is very low, it's
possi bl e that you nmay not even receive the full

$2, 000.

(M. Long) | think -- and we tal ked about this

yesterday. | think you're assunm ng a scenari o where
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the cunul ati ve reduction factor is larger than what
the market value is of the facility.

That's the potential outcome, you woul d agree.

(M. Long) | thought that was your question.

Excuse ne?

(M. Long) Yes, if you're saying that i s one possible
scenari o.

That's correct. So it's possible that this $2,000
that we've determned is sitting in this account nay
not be returned in full to the Conpany because of the
cappi ng nechanismw th regard to the market val ue of
the pl ant.

(M. Long) Yeah, hypothetically possible. And
whether it's likely or not -- | think the plant w |
have substantial value. So | anticipate, you know,
it will have sone potential value, but | can't say
that there isn't a scenario out there where full

val ue may not be realized.

So there's two potential ways that this cunul ati ve
reducti on account can i npact whether custoners
actually receive the actual nmarket energy prices in
that hour: One is the discounting factor, and the
other one is the potential capping through the market

value of the facility. You agree with that?
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(M. Long) Yeah, | think that's fair enough.
Ckay. Thank you.
Moving on to the conversion factor. It's
correct that, in determ ning the prices, the energy

prices and, hence, the revenues that Laidl aw
receives, there's a conversion factor converting fuel
in dollars per ton to dollars per negawatt hour. And
that figure in the PPAis 1.8; is that correct?

(M. Long) Yes.

I n the Conpany's financial nodeling of this project,
you woul d agree that you used two nunbers that
effectively indicate a conversion factor of 1.6.
Woul d you agree with that?

(M. Labrecque) |I'd have to go through and | ook at
the exhibits you're tal ki ng about.

| believe the nodel was provided in response to 1-17.
| f you could nake that a record request, focusing on
the heat rate in that nodel, which | believe is 14455

BTUs per kilowatt hour, and what we call the BTU

return factor of 9 mllion, those two factors
together, | believe, result in a conversion factor of
1. 6.

(M. Labrecque) That's 1-17?
1-17.
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MR. BERSAK: 1-17 had nultiple
attachnents, M. M uskey. Can you refer the
W t ness, perhaps, to which one you are referring so
we can find it nore quickly?

BY MR, M CLUSKEY:

Q The Conpany -- if you want to take nore tinme, it's in
the Assunptions section of the spreadsheet that you
provi ded.

A (M. Labrecque) Can we just confirmthat it's Set 1,
Q 17, because that | ooks |like sonething unrelated to
me so far?

Q | don't have it in front of ne. But is that the
questi on where we asked for any internal
rate-of -return cal cul ati on?

MR BERSAK: I'msorry. | couldn't
hear you, M. M uskey.

A (M. Labrecque) No.

BY MR M CLUSKEY:

Q Sorry. | think I may have given you the --

M5. AMDON. May we have a nonent ?

CHAl RMAN GETZ: Let's go off the
record.

(Di scussion off the record.)

CHAI RVAN GETZ: Let's go back on the
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record. And M. MO uskey, if you' d reask the
questi on.

MR. McCLUSKEY: Thank you.

BY MR M CLUSKEY:

Q

M. Labrecque, based on your response to Staff 1-15,
are you able to calculate the conversion factor that
was used by the Conpany in converting fuel costs on a
dollar -- a ton basis to a doll ar-per-negawatt - hour
basi s?

(M. Labrecque) Yes, provided the nunbers on the
assunpti ons sheet actually work their way through as
| woul d expect into the spreadsheet, which | can't
confirmw thout a live copy, but | would agree that a
conversion of approximately 1.6 was used in this

anal ysi s.

Thank you.

Moving on to the topic of Schiller RECs. You
claimat Page 24, Line 1 of your rebuttal that,
because | recommend that the RECs produced by
Schiller be included in the determ nation of need, |
amattenpting to unilaterally overturn a Conm ssion
order and dictating the use of the RECs produced by
Schiller Unit 5. Is that a fair interpretation of

your testinony?
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(M. Large) That's what it states at Page 24, Lines 1
and 2.
Thank you.

If | understand you correctly, is your concern
that the joint notion that you refer to in the
testinony, that the joint notion allows the Conpany
to use the revenues fromthe sale of Schiller RECs as
an offset to Schiller conversion costs, and that if
you are required to instead use the Schiller RECs for
maki ng the Conpany's RPS obligations, it will no
| onger have that revenue offset, thus increasing the
ri sk of cost under-recovery through the sharing
mechani sn? |s that your concern?

(M. Large) | heard you say the word "allows." And
it's our interpretation that the joint notion
essentially requires that we do that.

Ckay. Accepting what you said there. But is that
still your concern, that that would renpve a revenue
source fromthat sharing nechani sm and increase the
ri sk of under-recovery for the conpany?

(M. Large) In the circunstance where Schiller RECs
were applied to satisfy PSNH s RPS obligation and no
val ues were assigned to them that would reduce the

revenues that would be put into the conputation of
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achieving the settlenent agreenent target anounts on
a year-by-year basis. That is a true statenent.
Thank you.

Woul d you agree that the increased risk just
descri bed could be elimnated by transferring to PSNH
an equal anount of the costs avoided by PSNH not
purchasi ng from Lai dl aw and appl yi ng t hat equal
anmount agai nst the Schiller costs?

So, consider this hypothetical: Assune the
mar ket value for RECs is $20 a negawatt hour and PSNH
is currently receiving that fromthe sale of Schiller
RECs and applying it agai nst conversion costs, but
the cost to PSNH t hrough the Laidl aw PPA is $50 a
megawatt hour for REC. By avoiding -- by using the
Schiller RECs for RPS purposes, it could avoid a $50
per REC purchase. Could not PSNH take $20 of that
avoi ded cost and apply it agai nst the conversion
costs and leave it indifferent froma cost-sharing
st andpoi nt ?

(M. Long) The problemis the order in the settl enent

does not provide for a proxy price. It provides for
actual. And the way you get actual is you have to
mar ket the quantity. So that's... it just doesn't

provi de for a proxy.
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, doesn't the nmechanismthat was presented in the

on, and subsequently approved by the Conm ssi on,

doesn't that refer to avoided costs as well as REC

revenues?

(M.

Long) | don't have it in front of ne, but ny

recollection is that it was contenpl ated and was

based on us narketing those RECs. It was not the

traditional use it for your own purposes. In fact,

as |

not

nmenti oned earlier, the RPS in New Hanpshire did

exi st at the tinme, though it was designed to be

mar ket ed and that val ue to be shared.

If PSNH was indifferent financially fromthe

transaction that |'ve just described, wouldn't it be

wi ||

ing to agree to a change in all owance that

allowed this kind of transaction to take place?

(M.
not
not

t he

proj

Long) Not at the expense of this project. It's
needed. It's not needed to be done. And it's
provided. And | wouldn't want to try to change

agreenent that we had at the expense of this

ect, which really stands on its own and shoul d

nove forward.

Ckay.

Thank you.

At Page 16, Line 1 of your rebuttal, you state

that a long-term PPA is necessary before any
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devel oper could nove forward with any significant new
renewabl e generating facility; is that correct?
(M. Long) Yes.

Wien you say "a long-term PPA " you nean for all of
the products or just the RECs? Could we have just a
| ong-term PPA for the RECs, or are you saying that it
has to be for all of the products produced?

(M. Long) Well, under the New Hanpshire | aw, we
could do a long-term agreenent for just RECs, or it
could be a conbination of RECs and power. W' ve

el ected to conbine the two, because | think that's
where you get the greatest flexibility in the
contract.

l"mjust trying to understand your statenment when you
say "is necessary." Are you saying it's necessary to
have a | ong-term bundl ed PPA, or can we -- or are you
saying it's just necessary to have a | ong-term PPA
for RECs?

(M. Long) | think it's both. | nmean, history would
show just the unsolicited offers fromothers is
bundling it all together. So, yeah, | would say the
practice and inquiries that |I've seen out there are
bundling it all together.

Thank you.




© o0 ~N o o b~ w N

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

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

o >» O »

69

You state at Line -- at Page 14, Line 19 that
t he Conpany bel i eves narket-based energy pricing
woul d prohibit the financing of the plant; is that
correct?
(M. Long) Yes. And | believe that's why, and |'ve
said it publicly and certainly said it in this
docket, that's why renewabl es across the nation have
sl owed down, for |ack of |ong-term power agreenents,
and the reduction in narket prices, of course.
| s the Conpany aware that, under the New York RPS,
t he RECs produced by renewabl e energy projects are
purchased centrally by NYSERDA, the New York State
Ener gy Research and Devel opnent Aut hority?
(M. Long) No, I'"'mnot famliar with New York
You' re not?
(M. Long) No.
So you don't know -- you're not aware that that
entity, NYSERDA, purchases the RECs separately
through a conpetitive solicitation under |long-term
contracts, but the electricity sold by those
devel opers is sold into the New York | SO at spot
mar ket prices or through bilateral contracts?
(M. Long) No, I"'mnot famliar with New York | aw,

New York utilities, New York policies, or the
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arrangenents that others m ght have nmade in other
states. I'mreally focused on New Hanpshire.

Ckay. So | take it that you're also not aware that a
survey was conducted in New York for NYSERDA in 2008
that found that the majority of the devel opers
reported that they sell their energy into the New
York | SO spot mar ket ?

(M. Long) Again, I'mnot famliar wth New YorKk.
haven't seen anything like that proposed in New
Engl and -- or 1SO New Engl and, nor have | seen any
transactions of that type in New Engl and.

(M. Large) WMaybe we would add that their opinions
m ght be different post-2008.

At Page 16, Line 12, you state that the other
testinonies all insist that any such PPA shoul d
strictly foll ow actual market prices with little
deviation -- with little or no deviation therefrom
is that correct?

(M. Long) Yes.

To which testinonies are you referring?

(M. Long) Well, yours, of course.

Coul d you identify where in ny testinony |I say that
there should be little or no deviation from

mar ket - based energy price?
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(M. Long) Sure. On Page 7, your recommendati ons,
when you're saying that the PPA shoul d be based on
energy prices, on hourly -- energy prices should be

based on hourly I SO New Engl and spot market energy
prices with a floor to address volatility and
financi ng concerns. So you're recomendi ng that the
energy prices be based on hourly | SO prices.

Wth a floor.

(M. Long) Yes.

So if the floor is significant, wuldn't the actual
prices paid differ from nmarket energy prices?

(M. Long) Well, if you can pick a high enough fl oor,
| suppose. But the floors are typically there to be
seldomused, in the proposals |I've ever seen. So if
you're saying the floor is effectively a fixed price,
and you're no longer on -- pricing on the hourly
price, then it doesn't conport with what you're

sayi ng.

Your sentence says hourly | SO spot energy market
prices with a floor to protect some volatility. But
again, if that floor is high enough, then you
basically end up with a fixed-price contract. And I
don't think you' re recomendi ng a fixed-price

contract.
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Do | specify what the floor is?
(M. Long) No. But in ny experience, that's what
floors do. They're seldomused. They're just a
m ni nrum protection. They're seldomused. And if the
t hrust of your proposal is that it be based on hourly
mar gi nal energy prices, then it's our testinony that
that woul d be non-fi nanceabl e.
Thank you.

You go on to say at Line 3 that the duration of
the contract nust be 20 years; correct?
(M. Long) On Page 16? OCh, no, | don't say it has to
be. | said that's been a tinme franme that had been
historically accepted. | didn't say it has to be 20
years. W tal ked about that yesterday, also.
So you're saying it doesn't have to be. It could be
sonmet hing | ess than that?
(M. Long) Yes. And | was asked that question
yesterday. The question | was asked related to 12
years. And | said, yes, one could agree to 12 years,
but the prices would have to be hi gher because the
financing termwould be shorter, and that that
woul dn't be an acceptable solution for PSNH W
woul dn't want to do that.

| s the Conpany aware that a survey conducted for
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NYSERDA found that New York renewabl e energy

devel opers generally support a 10-year contract

dur ati on?

(M. Long) Wat's the vintage of that?

2008, Decenber.

(M. Long) No.

Novenber 2008.

(M. Long) No, I'mnot famliar with that. But |
woul d say a | ot has changed since 2008.

(M. Large) And it woul d depend on what the pricing
was as part of that contract.

| s the Conpany aware that the Massachusetts-anended
RFP for long-termcontracts for RECs and energy
supply specifies a duration of 10 to 15 years?

(M. Long) I'"'mnot aware of that. But, again, it
depends on the type of power source. And | would say
a biomass plant, for instance, as a renewabl e pl ant,
Is nore capital -intensive than, for instance, a wnd
project. So if Massachusetts were focused on w nd,
they mght come to a different -- would probably cone
to a different standard.

SO you --

(M. Long) Qur contract with Lenpster is for 15

years, but that's for wnd, a wind investnent.
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Are you saying that the RFP in Massachusetts j ust
applies to w nd projects?

(M. Long) No. [|I'mjust saying that, from PSNH s
per specti ve, we've done a 15-year power purchase
agreenent and we have a 20-year power purchase
agreenent. And they do relate to the nature of the
project. And a bionmass project is nore
capital-intensive, and so it's not surprising to nme
that a bi onass project would take a | onger termthan
a wind project, for instance.

The four utilities that issued the so-called "anended
RFP" in Massachusetts, one of them would be your
affiliate, Western Massachusetts Electric; is that
correct?

(M. Long) They are a utility in Massachusetts, yes.
So, have you di scussed contract duration and whet her
it applies to biomass facilities or other non-w nd
proj ects?

(M. Long) No. W really keep a separation

bet ween -- you know, they have confidential processes
that 1'mnot part of and we have confidenti al
processes that they're not part of.

And are you aware that this anended RFP was issued

wthin the | ast six nont hs?
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MR. BERSAK: (bjection, M. Chairman.
The wtness already testified he's not aware of that
RFP.

CHAl RMVAN GETZ: M. Md uskey, | think
he's already said that he wasn't famliar with it.

MR. McCLUSKEY: Ckay. Thank you.

BY MR M CLUSKEY:

Q

o >» O »

>

You state at Page 36, Line 15, that Staff is
reconmendi ng rej ection of the PPA, suggesting a "do
not hi ng" approach to state |aw and policy; is that
correct?

(M. Long) Yes.

Coul d you turn to Page 47 of ny direct testinony.
(M. Long) Yes, | have it.

Coul d you read into the record the sentence that
begins on Line 11. You can skip the actual
reconmmendati ons.

(M. Long) The line that starts "accordingly"?
Correct.

(M. Long) "Accordingly, I recomend that the

Comm ssion condition its approval of the PPA on the
parties agreeing to the foll ow ng changes..." and
that's what it reads. And those changes woul d nake

it inmpossible, in PSNH s opinion, to engage in a
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power purchase agreenent with others.
And you woul d agree that the Conm ssion is authorized
by the RPS statute to condition PPAs subnmitted to it;
is that correct?
(M. Long) Yes. And if the conditions are not
acceptable to either party, then that's effectively a
deni al .

MR. McCLUSKEY: And that's all | have,
Conmmi ssi oner. Thank you.

CHAl RMAN GETZ: Thank you.
M. Frantz.

MR. FRANTZ:. Thank you.

CROSS- EXAM NATI ON

BY MR FRANTZ:

Q

My questions will be directed to Dr. Shapiro.

Good nor ni ng.
(Dr. Shapiro) Good norning.
Dr. Shapiro, there are a nunber of econom c nodel s
for which to use for estinmating econom c inpacts of
this type of project. Wiy did you choose RI N5 ||
versus sonething |ike | MPLAN or REM ?
(Dr. Shapiro) Yes, | agree, there are a nunber of
different nodels. They provide a variety of

different outcones. |1've used all three that you
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mentioned. |In ny experience, | have not found
dramatically different inpacts, especially if you
| ook at sone different scenarios, as |'ve done in
this case.

| chose RIMS Il because it was avail able at ny
office, and to nmanage the costs. And we've used that
in a nunber of different other nodels that |I've done
recently. So it was readily available to do that.

The | MPLAN nodel, | would have had to have
purchased it. | haven't used it in a few years. |
woul d have had to update it. And it's also
significantly nore tinme-consumng to develop it,
w thout significantly different results, in ny
experi ence.
On the | MPLAN nodel, though, you could have actually
nodel ed accounting effects, though; correct?
(Dr. Shapiro) Yes. You could also nodel accounting
effects on RIMS Il by purchasing for each county,
because there is significant | eakage, especially in
the construction phases. Al so, many construction
workers are likely to nove up fromthe central part
and southern parts of the state to a Berlin major
project, so that | chose to use the statew de inpacts

because this is a state benefit analysis, and wanted
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to make sure we didn't just conpletely focus on Coos
County.

So, in order to capture the Coos County as
separate, | would have had to have purchased all ten
counties and run it that way, which would have
significantly increased the tine to run it and the
purchase cost, wthout, again, in ny view, providing
significantly different outcones.

W'l|l get to the labor migration issue a little bit
| ater.

Your testinony essentially | ooks at two distinct
econom ¢ shocks to the econony: The construction
phase is one, and then the ongoi ng econom c i npacts
associ ated with purchase of Laidlaw s bionmass; is
that correct?

(Dr. Shapiro) My testinony in terns of the
application of the nodel --

That's correct.

(Dr. Shapiro) -- or the two events?

The two events.

(Dr. Shapiro) The two events of construction and then
ongoi ng operation, yes.

And if you refer to Page 5, Line 13 of your direct

testi nony --
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(Dr. Shapiro) Yes.

-- you state, "based on input data filed by Laidlaw "
Do you see that?

(Dr. Shapiro) Yes, | do.

D d you undertake any analysis or actions to verify
or confirmthat figure by Laidlaw?

(Dr. Shapiro) The $70 mIlion nunber was sonet hing
that was in an official docunent, the SEC record. So
t hat was supplied there.

Also in the SEC filing, they did provide their
own estimtes of what the construction costs were
going to be. So | viewed ny check -- excuse ne.

They estimated the nunber of construction jobs that
they anticipated. So ny check was to | ook at the
dol I ar nunmbers that they had provided in a official
case before a decision body in this state, and then
to ook at that from a nodel perspective to see if
there was sonething that was simlar to the nunbers
that they directly provided.

So, no, | did not specifically | ook at other
construction projects. | did take their | ower nunber
of the two that was in their testinony.

They originally had 70 to 80 mllion; correct?

(Dr. Shapiro) Yes, 70 to 80. Yes.
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But whether or not that 70 mllion is spent |ocally,
you didn't really look at it froma bottoms-up
perspective to confirmthat nunber, did you? You
took themat their estinate?

(Dr. Shapiro) | took themat their word in an

of ficial docunent and their commtnents to hiring

| ocal ly.

Do you have a feel for whether or not they could
actually hire locally the type of |abor force that
they need for this type of project on the
constructi on phase for engi neering and those aspects?
(Dr. Shapiro) Well, because this is a conversion
project and not conpletely, a hundred percent new,
there is a lot of need for specialized craft | abor.
And there is a fair anmount of that in the north
country, as well as statewide. There nost definitely
wi Il be specialized | abor that will have to be a part
of that project.

One of the reasons | took the 70 mlIlion rather
than the 80 mllion was to try and be nore
conservative on what the inpacts m ght be.

You did state, though, that, to the extent that
nunber is much | ess, obviously the econon c i npact

woul d be | ess, too; correct?
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(Dr. Shapiro) Yes, that is correct. But it also --
one of the things that's not included in these -- in
the nodel in nmy testinony is that |'ve taken the 70
mllion as |ocal and put that into what kind of

i npact you get. | assign no value to out-of-state
speci alized workers and their per diens, their

i nvol venent .

In sone of the projects |I've |ooked at in the
past where you're bringing in experts fromout of
state, they then are having per diens, they' re having
to find rental places locally. And so any of those
woul d provide sonme benefit as well that woul d
potentially offset sone loss of the 70 mllion as
hi gher than what's actually spent |ocally.

In the RRM5S Il nodel, you aggregated a number of
construction sectors into just one sector; correct?
(Dr. Shapiro) The RIMS Il nodel, the aggregate versus
t he di saggregated, unfortunately, there is really
only one construction line. The other types of
fields that you m ght think of considering, |ike
utility generation or transm ssion, are, | take,
operation jobs. So they do not provide, even at the
di saggregated level, as | was able to review the over

400 different disaggregated industries, they really
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only gave one choice on construction. | was not able
to provide nultipliers for different types of
construction projects.

Because under the BA nodel, the very di saggregated
nodel upon which this is drawn from it has 13
separate construction sectors; correct?

(Dr. Shapiro) Not in the version that | had
purchased. This was the -- it was not provided for

under the construction. There was no subsectors
under constructi on.

Because they're not avail abl e?

(Dr. Shapiro) They may be avail abl e sonewhere el se.
They were not avail able for what | had purchased,
yes.

That can affect the outconme of the multipliers, can't
it?

(Dr. Shapiro) It can affect the outcone of the
nmultipliers. And, again, as | nentioned previously,
t he purpose here was to devel op sone estimate of what
the overall inpact of the construction project is.

In their testinony in the SEC, they provided
estimates of the construction-level jobs. So |

| ooked at it fromthe perspective that they al so

provi ded an estinate of $70 mllion | ocally.
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Now, you can use that, as | did, using a
construction nmultiplier. But there's also a choice
of different nultipliers. And other industries --
for exanple, the utility industry, which m ght be
sonething that is worth considering -- has a higher
direct-effect multiplier on the jobs. So you end up,
even using different types of nultipliers, comng up
about in the sane range. And | did report a fairly
w de range of the |level of jobs that m ght be
realized. So, yes, | agree. And | also took sone
steps to review other options to nake sure, as a
check, that it was within the ball park of the type of
estimates of jobs that | was able to cone up using
this nmultiplier here.

As in all nodels, one of the key assunptions is that
there are no supply constraints; correct?

(Dr. Shapiro) Correct.

D d you i ndependently try to assess whet her or not
this increase in demand for biomass woul d be
avai |l abl e, and that that constraint is, in fact, a
probl emor not in the nodel ?

(Dr. Shapiro) | did review the SEC proceeding, and it
seened to nme that the conclusion was that the wood

i ndustry was vi brant and conpl ex, with nmany different
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pl ayers and options and technol ogi cal changes, and
t hrough sone of ny own experi ences have seen new
mar ket s open abroad. And | was -- based on that, |
was not able to conclude that there was sonething
that | could consider as a constraint.

What about price effects of increasing demand for
bi omass by $20- to $25 mllion per year?

(Dr. Shapiro) This is still -- again, | did review
the SEC record in terns of what the supply of wood
was avail able prior to the closure of the wood

pl ants -- excuse ne -- of the paper mlls.

In addition, | took note that in the Laidlaw
proposal there is an agreenent with the Cty of
Berlin to set up funds to junp-start nore people to
get back into the logging field. So |I expected to
see nore entrants to take advantage, now that there
woul d be greater demand. And that woul d be
junp-starting through the contributions directly to
the City as part of the SEC proceedi ng.

By the way, the $20- to $25 mllion that was
estimated by Laidlaw for biomass fuel, is that figure
| ocal purchases, or is that total purchases?

(Dr. Shapiro) My understanding was that was tota

purchases, which is why | | ooked at the npdel of $20
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mllion, and even at a | ower nunber, to take into
account that they mght not all be | ocal.
Because the econom c effects are based on |ocal
effects; correct?
(Dr. Shapiro) Yes, they are.
I n sone ways what you did was, if | may characteri ze
it, see if you agree, sort of sanity checks on this.
Woul d you agree with that?
(Dr. Shapiro) Sanity checks?
| mean, you used their nunbers. You sort of
estimted whether they were in the ball park for
enpl oynent based on this | evel of construction
activity, et cetera.
(Dr. Shapiro) Well, |I nmean, one thing to keep in m nd
with any type of economic nodel, as |'msure you're
awar e, sonmebody who is the devel oper is presenting
sone i nformati on about what the assunptions are.

| " ve worked on a nunber of different economc
nodels. And, actually, to take the nunbers in a
docket that went through a proceeding in sone sense
provided nmore confort than getting it froma
devel oper sitting across the table from ne naking
representations that this is the anount of nopney they

woul d spend.
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So | think that the nunmbers that they provided
were through that specific docket, and | used sone
different multipliers to get an estinmate of the |evel

of jobs that we ni ght expect based on that project.

Do you recall in one of your data responses that you
i ncluded direct, indirect and i nduced effects of $20
mllion and $25 nmillion of bionass purchases?

(Dr. Shapiro) Yes, | do.
| don't think we need to go there right now

D d you have any concern that those nunbers can
actually be supplied in the |ogging industry,
considering al nost 50- to 75-percent increases to
di rect enpl oynent al one?
(Dr. Shapiro) But again, going back to the point of
where this industry was before the paper mlls shut
down, there were nore people in the field. And it is
a mar ket where people will conme to, especially with
the junp start that Laidlaw is doing. Wen Schiller
came into the market, we didn't see disruption in
prices. W didn't see disruption in supply. And
even wiwth this plant, as was highly di scussed at
length in the SEC proceeding, we're still under the
amount of wood that was being utilized prior to the

cl osure of the mills.
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And in addition, it takes several -- it takes an
amount of tinme to build a project. So there is sone
startup. There will be noney avail abl e t hrough the
city with funds to train people to get back into the
field, capital for |loans and grants to gear up for
it. So | have confidence that the market w |
respond in atinely way to neet this denand.

This is a major area of effort of Berlin. It
goes way back with the State of New Hanpshire as a
priority for a woods-based econony. W' ve put in
other -- in one of the responses to the testinony, a
letter fromthe director of the Society of Protection
of New Hanpshire Forests, talking about the
availability of wood. And | think there's enough
time. This thing doesn't get turned on in one day.

It has to be built and constructed. And there's wood
contracts that were a requi renent under the SEC
proceeding. So | do have confidence that the workers
wll go where the jobs are.

One of the -- if you'd turn to Page 5 of your

rebuttal testinony, please.

(Dr. Shapiro) Yes, we have it.

And in the mddle of Page 5 you're referring to a

letter that was fromthe Androscoggin Vall ey Econom c
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Vitalization G oup, or whatever it was. And it
mentions | ocal purchases of bionmass and also priority
hiring of |ocal workers.
|s there anything in the PPA that actually
guar ant ees | ocal purchases of bionmass or the priority
hiring of |ocal enpl oyees?
(M. Long) No.
(Dr. Shapiro) | believe there were sone conditions
pl aced in the SEC order on |ocal purchases and | ocal
hiring. But that would be subject to check.
(M. Long) He asked about the PPA
(Ms. Shapiro) R ght. You asked about the PPA, but...
MR. FRANTZ: Those are all the
questions | have, Conm ssioner. Thank you.
CHAI RMAN GETZ: Al right. Thank you.
M. Bersak, | think we'll hold our
questions fromthe bench until the end.
We have tine now to turn to Exhibit 9.
And I'mtrying to recall if the point was to -- was
there going to be a substitute document on Exhibit 9,
and did you want to have one of your w tnesses
provi de sonme sunmary or sone direct on this?
MR. BERSAK: Yes, we can do that right

now, M . Chair nman.




© o0 ~N o o b~ w N

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

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

89

Yesterday we provided a docunent that
was cal |l ed "Changes to PPA Ofered by Laidlaw. " In
the bottomright-hand corner of that document it said
"PSNH Exhibit 9, Rev. 1." If you don't have a copy
of it, |I shall supply you with one.

And what this docunent is, is it
repl aces what we originally had identified as PSNH
Exhi bit No. 9. Subsequent to discussion anongst the
various parties at a tech session yesterday norning,
there were sone questions and sone ideas and sone
clarification and sinplification; that's why the
repl acenent docunent only has five bullets on it
rather than six. And | amsure that the w tness
panel is ready to take us through that docunent.

REDI RECT EXAM NATI ON

BY MR BERSAK

Q

M. Long, are you famliar with what we have j ust
identified as PSNH Exhibit 9, the first revision to
t hat docunent ?
(M. Long) Yes, | am
Can you tell us what --

CHAl RMAN GETZ: Hold on for a second.
Excuse nme, M. Bersak.

M. Shul ock, did you have an issue?




© o0 ~N o o b~ w N

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

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

90

MR SHULOCK: Yes. | wanted to renew
our objection to proceeding on Exhibit 9 based on
i nadequat e procedure in this case. W did have a
very short technical session, but that does not
substitute for the filing of direct testinony, paper
di scovery on that, and devel opnent of rebuttal, et
cetera, the opportunity to provide expert testinony,
if necessary, on the provisions. And we think that
it's just too short of a period and too little
di scovery for the Comm ssion to have faith that these
provi si ons were tested.

We al so object -- this would create
new econom cs to the PPA that have not been tested,
have not been nodel ed by the Conmpany, and no
di scovery has been conducted on that. And on that
basi s we object to proceedi ng.

There's an addi tional issue that
arises fromthe technical session itself, and that
Is, that it wasn't just the parties who partici pated
in that technical session. That technical session
was attended by representatives of the devel oper who
answer ed questions that PSNH could not answer. The
assertions that were nade by that devel oper have not

been subjected to testinony -- I'msorry, to
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di scovery. That person is not a witness in the case.
There is no way to get that wtness on record. And
for that reason we object.

CHAl RMAN GETZ: Okay. Your objection
is noted. W're going to proceed with the direct
testinony and the opportunity for cross-exam nation.

You' ve got sonet hing nore?

MR SHULCCK: [I'll handle it |ater.

MR, BERSAK: Thank you, M. Chairman.

BY MR, BERSAK
Q M. Long, can you describe the exhibit that | just
identified, PSNH Exhibit 9, Rev. 1?

A (M. Long) Yes, | can. And | want to first point out

that PSNH is totally prepared to go forward wth the
PPA as fil ed.

And what this Exhibit 9, Revision 1 is, is
intended to give perspective on matters that have
al ready been asked in data requests or in
cross-examnation. And this is to provide further
informati on on these matters that have al ready been
brought up by other parties.

One is -- the first one is what's called a
contract quantity. And this really relates to

Exhibit A of the PPA, where there were sone questions
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about the size of the facility and how that rel ates
to the PPA and the anount of power that's purchased.
There was some concern expressed about is there a

limt to the size or how nuch this facility can

pr oduce.

And so under the contract quantity, | just w sh
to indicate that the parties to the PPA are willing
to accept as a condition, or not, if it's not -- if
people don't want to do it, that's fine, too -- but

for the purpose of a condition, that the project size
wll be -- wll not exceed a 67.5-negawatts net.
That would be just a further clarification and a
limtation to Exhibit A

We had a di scussion this norning and sone
yest erday about interest on the cunul ative reduction
ampunt -- account. And the parties to the PPA could
accept a condition that says that that cumul ative
reduction account interest shall be applied in the
sanme nmanner as interest, under the definition of
interest wiwthin the purchase power agreenent. So
we're willing to apply interest to that curul ative
reducti on account in response to the questions and
concerns expressed by the parti es.

In the case of excess RECs, which is Item No. 3,
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there was sonme concern expressed by others that there
could be a period of time where PSNH has nore
renewabl e energy certificates than the m ni mum anount
requi red under the state's renewable portfolio
standard law. And so this Item 3 basically says
that, to the extent we do have an excess, that we
woul d realize sonme value fromthat excess by putting
it out into the narket. And to the extent that the
value realized is nore or less than the contract
price, that the difference would al so be reconcil ed
and applied to the cunul ati ve reduction factor
t hroughout the term of the contract.

Item4 is a reconfiguration of the formul a that
iIs in the wood price adjustnment nechani sm
mat hematical ly, by itself does not change any
pricing. It's nore of a reconfiguration closer to
today's market value. But when you apply the
formul a, you don't get a change in the price. But
the parties that wsh to reconfigure that to be
closer to today's prices, we'd be agreeable to that.

Item No. 5, again, relates to sone
cross-exam nation of nme this norning related to the
factor that's applied in the wood price adjustnent.

And the contract negotiated anpbunt is 1.8 is a
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factor. And as a condition to the agreenent, the
parties to the PPA would be willing to accept a | ower
anmount of 1.6.

M. Long, do you know whet her these potential changes
to the PPA are a package deal, or can the Conm ssion,
if it wished to i npose conditions simlar to any of

t hese, choose themon an a |la carte basis?

(M. Long) They're not conditioned on each other.
There i s obviously sone relationship between Itens 4
and 5. But it's not an all or nothing. They were
sinmply indicating that if the Comm ssion or parties
W sh to support this, it's acceptable to the parties
to the PPA. It's not required. W don't insist on
it. W're not recommendi ng that the PPA be changed.
This is just if the Conm ssion wi shes to put on
conditions or the parties wish to take a position on
it, they're free to do that. They know what our

t houghts are on the natter.

So you're saying -- you just said that the PPA has
not been changed to reflect these itens?

(M. Long) No. The PPA stands as is, and that's what
we' re supporting in this proceeding.

Coul d you provide the Comm ssion with your opinion as

to whether these -- any or all of these five
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condi tions or changes that have been of fered have

val ue for custoners?

(M. Long) I'll go through it one at a tine.

Item 1, contract quantity. | think that does
provide -- well, |I'd say it does provide value to
custoners. | don't really know. Because if this --

if the prices in the PPA are |l ess than narket in the
future, then this could Iimt the val ue that
custoners have. |If the market -- if the contract
prices are greater than market, then it could have a
short-term hi gher price for custoners.

So |l can't really say if it's better or worse
for custoners. | do say that it adds clarity. It
adds clarity to how the contract wll be adm ni stered
and can gi ve assurance to people that there is a cap
in effect of how nuch power we woul d purchase from
t he project and how nuch renewabl e energy
certificates we woul d purchase fromthe project.

The interest -- the interest, if | had to
guess -- well, | can't really guess on that one
either. | think in the early years the interest
could work to the advantage of custoners. |In later
years it could work agai nst custoners, just because |

don't know what the future nmarket prices are going to




© o0 ~N o o b~ w N

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

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

96

be. But perhaps George MO uskey and | woul d agree
that it probably nmakes nore sense to apply interest
than to not, sinply to recogni ze the tine val ue of
nmoney. So, for that reason, | think it would be
probably a better approach.

Wth regard to excess RECs, it's the sane sort
of thing. |If we have excess RECs, and the REC market
is nearer the alternative conpliance paynent, then
we're better without this provision. But if it's
| ower, then we're better with this provision. So,
again, it's just a way to protect custoners in the
event that the actual market prices for RECs are
| ower than the contract prices. But the exchange for
that is, if it goes the other way, it really -- it
woul d be | ess advant ageous than the current contract.
But if you wish to protect agai nst | ow nmarket prices,
this would be a good thing for custoners, if you're
interested in that additional protection.

Base energy price, as | said, indifferent. |It's
just -- | don't have an opinion on that.

On the wood price factor adjustnent, again, as
we testified, the current price of wood at Schill er
is 27. So, going from1l.8 to 1.6 would result in

hi gher prices to custoners under that scenario.
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Under a scenario where future wood prices are
above, | guess in the contract as witten, $34, then
it would be advantageous to customers. My opinion,
net-net, is that the 1.6 nmultiplier would be better
for custoners.

Q So would it be correct to say that, for each of these
potenti al changes, the value to custoners depends in
great part upon what your guess is to the future of
t he cost of wood, the cost of energy, the cost of

capacity, and the narket?

A (M. Long) Yes.

Q Thank you, M. Long.
MR. BERSAK: | have no further direct
questions, and they are subject to and avail able for
Cr oss-exam nati on.
CHAl RMAN GETZ: Thank you.
M. Bol dt.
MR. BOLDT: Very few
CROSS- EXAM NATI ON
BY MR BOLDT:
Q M. Long, on the interest calculations, that works
bot h ways; correct? So that if there was an
over paynent for the cumul ative reduction one year,

that garnered interest for the positive. |If there
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was an under paynent, bel ow nmarket, does that nean
that there's interest also on that underpaynent to
wash out over the years?

(M. Long) Yes, that's true. And if you played out
to the end of the contract, though, if the bal ance at
the end of the contract is negative -- in other
words, a contract on average was bel ow market -- it
has no effect because there would be no further
action.

So, just to take Staff's Exhibit 9 hypothesis, if you
swi tched the two negawatt hour prices -- so in a
year, instead of the actual market price being 60, it
was the 80 figure, and the price under the PPA,
instead of 80 was 60, so that there was a $2, 000
credit, negative credit, | guess, debit -- that would
be garnering interest if this provision was added

al so; correct?

(M. Long) Yes.

And on the excess RECs issue, you're aware that
President Cbama's State of the Union speech | ast

ni ght referenced his policy -- his admnistration's
policy, that he wanted to see 80 percent of the
country's energy generated by cl ean power by the year

2035, one year beyond the life of this PPA
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In light of -- let's assune that that policy is
put into place. In light of that policy, is this
REC -- excess REC calculation, do you think it's a

positive or a negative for custonmers? Are you better
off wwith the PPA as is, locking in the price, if it

becomes a nuch nore positively driven narket?

A (M. Long) Well, without knowi ng the details, | can't

really speculate. | do support that direction for
the country to go in, for New Hanpshire to go in.
But w t hout knowi ng the details of a market or
details of how that policy would be inplenented, |
don't think I can specul ate.
MR. BOLDT: No further questions,
M. Chairman.
CHAl RMAN GETZ: Thank you.
M. Rodier, any questions?
MR RODIER: None, M. Chairnman.
CHAI RVAN GETZ: M. Shul ock.
CROSS- EXAM NATI ON
BY MR SHULOCK:
Q M. Long, | believe you testified that both No. 1
the capacity gap, No. 2, interest on the cunul ative
reduction account, and No. 5 and 6 together, could

each be a positive or negative effect?
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MR, BERSAK: Make sure, M. Shul ock
you're referring to the right exhibit, because the
revi sed exhibit only has five nunbers on there.

There is no No. 6.

MR, SHULOCK: Thank you. And that
brings up a point of clarification.

Is PSNH still including the original
Exhibit 9 in the record, or is Rev. 1 a conplete
repl acenent of that one?

MR. BERSAK: Rev. 1 is a conplete
replacenent. And it really -- what it did is, during
the di scussion that the parties had, it really turned
out that there was no real need to distinguish
bet ween various tine periods for the proposed REC
change to the PPA. So they were just conbined into
one because they effectively did the sane thing.

MR SHULOCK: Well, with the
Comm ssion's permssion, | would like to mark PSNH s
original Exhibit 9 as | PP Exhibit 31.

CHAI RVAN GETZ: Well, why don't we
just do this: W'Ill keep the original Exhibit 9, and
then what's been marked as -- and then we'll have
Exhibit 9, Rev. 1.

MR. BERSAK: Thank you, M. Chairman.
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CHAI RVAN GETZ: Recogni zi ng t hat
they're proffering Rev. 1 as the conditions at this
poi nt .

MR SHULOCCK: So I'Il w thdraw ny
earlier question, and I'll go to sonme of the
questions that refer to the difference between the

two exhibits then.

BY MR SHULOCK:

Q

One of the differences between the two exhibits is

t hat PSNH conbi ned Paragraphs 3 and Paragraphs 4; is
that correct?

(M. Long) Yes.

And the representative of the devel oper stated in the
techni cal session that the reason that Paragraph 4
was placed there was to carve out what he referred to
as "the 2025 issue"; is that correct?

(M. Long) | don't recall exact words. But that

previ ous Paragraph 4 was a provision that woul d take
effect after 2025.

And the representative of the devel oper stated that
the reason that this was not a necessary paragraph
was that the recovery nmechani smrenai ned the sane;
correct?

(M. Long) Again, | can't testify as to what the
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devel oper said. | can't recall exact words. | can
tell you what PSNH s position is, but that's about as
far as | can go.

| s there anyone on the panel who renenbers what the
devel oper sai d?

(M. Labrecque) No, not ne.

(M. Large) No.

(Dr. Shapiro) No.

So you changed it w thout renenbering or know ng why
it was changed?

(M. Long) Well, | think it's fair for nme to
represent that the other parties to the PPA, |'ve
represented themcorrectly to say that they could
accept these conditions, if they were conditions.
But, you know, the thinking that went into this was
based on the comments of all the parties, and
certainly, PSNH drafted this.

Ckay. D d OCA state that there was no 2025 issue to
carve out?

(M. Long) You can ask them

Well, you were there.
(M. Long) | don't -- again, | don't recall what
everybody said. | didn't take notes. | don't have a

transcript. | can't say that | know what everybody
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said, and I don't want to m srepresent anybody.
Dd Staff say that there was no 2025 i ssue to carve
out ?

MR, BERSAK: (bjection. Asked and

answer ed.

BY MR SHULOCK:

Q

First comment was, It was based on the statenents

made; second comment is, | can't renenber what was
sai d.
(M. Long) Well, | can renenber that people said that

they didn't see a real difference between the two,
and that's what |l ed us to conbine them And
that's. ..

Do you renmenber which people said that?

(M. Long) | don't renenber anybody disagreeing with
t hat thought.

CHAI RMAN CGETZ: Ms. Hatfield.

M5. HATFIELD: | don't knowif this is
the right time, M. Chairnman, to say this, but | just
want to be clear that the OCA didn't take any
position at the technical session yesterday with
respect to Version 1 or the Revision 1 of the -- what
we're considering now | just want to be clear on

that. Thank you.
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CHAI RMAN GETZ: Thank you.
VR. SHULQOCK: And neither did the wood
| PPs.

BY MR SHULCCK:

Q

The second di fference between PSNH Exhi bit 9 and PSNH
Exhibit 9, Rev. 1 was that, in that excess RECs term
which is now the conbined No. 3, there was a m st ake
in the way that the cal cul ati on of excess RECs was
stated, wasn't there?

(M. Long) Yes. W didn't think the words
represented the intent.

And who told us what the intent was?

(M. Long) Well, PSNH, you know, stated what we

t hought the intent was.

Who drafted the original Paragraph 3 in PSNH Exhi bit
No. 97

(M. Long) It cane to our |lawers. | believe it may
have been representatives of Laidl aw

Wasn't it the representatives of Laidl aw who

changed -- who suggested a change in that wording?
(M. Large) | believe | did, M. Shul ock.

And what was your basis for suggesting that change?
(M. Large) That based upon the discussion that

ensued in the room that | believe that the words on
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the page did not accurately represent what was

i ntended, and that we were establishing a priority
order of use of RECs that would include the Lenpster
PPA and Smith Hydro RECs that PSNH al ready has access
to.

But not Schiller RECs?

(M. Large) That is correct.

Turning to Exhibit Rev. 1, was it your testinony,
M. Long, that having the project size not exceed
67.5 nmegawatts net mght work to ratepayers'

di sadvant age?

(M. Long) If the -- yes. | said, effectively, that
if the project is capable of producing power

econom cally, and the prices of the contract are

bel ow market, then it would be to custoners’

advant age to take as much as they coul d get.

Ckay. But you don't know that.

(M. Long) No.

And it was your testinony that it could be to the
custoner's advantage just now.

(M. Long) Yes.

But you don't know that yet.

(M. Long) No.

And it was your testinony that the interest on the
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cunul ative reducti on account could be favorable to
rat epayers; is that correct?

(M. Long) | said | wasn't sure, because it can work
either way. Again, if the contract turns out to be
bel ow market for substantial anounts of tine, it
could end up with a | ower anount of cunul ative
reduction factor. But | said, on net, | think it's a
positive condition to include interest on those
anmpunts, to recognize tinme val ue of npney.

Have you conducted any nodel i ng beyond what you' ve
told us on the stand today to back up that opinion?
(M. Long) Well, the answer is no. | don't think any
is necessary. It really gets into, you know, future
views on nmarket prices. And as we stated earlier, we
don't know what those future prices are going to be.
So, just to be clear, you haven't done any additi onal
forecasting or nodeling on the econonm cs of the
contract, given the addition of interest on
over - mar ket and under - mar ket REC pri ci ng?

(M. Long) As | said, it works both ways. So we
don't know what that difference will be over tinme. |
don't think there's any nodeli ng necessary to decide
if it's a good idea to recognize tine val ue of noney.

So it could be a good idea or could be a bad idea?
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(M. Long) Could be a policy idea.
Ckay. Does the acknow edgnent that PSNH, for the
termof the contract, will purchase 67.5-nmegawatts of

the facility's output increase the fair market val ue
of the facility at the end of the 20-year period?
(M. Long) No. The facility will be what the
facility is, regardless of whether ItemNo. 1 is
condi ti oned or not.

Does the addition of interest on cunulative -- on
excess REC -- on over-nmarket REC paynents during the
termof the PPA increase the fair market value of the

facility at the end of the 20-year ternf

(M. Long) | don't think so. | don't knowif there
woul d be secondary effects, as far as -- | don't
think it would. Again, the facility's value will be

based on the facility. And at the end of the 20
years, all the PPA terns are expired; so at that

point in tinme, the value of the facility wll be as a
goi ng-forward facility.

And so then the sane would hold true for Paragraphs 4
and 5; neither of those would add anything to the
fair market value of the facility at the end of the
20-year term

(M. Long) Yes, | would agree. Neither four or five
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woul d be applicabl e goi ng forward.

So you would agree, wouldn't you, that adding
interest to the cumul ati ve reducti on account and
addi ng over-mar ket purchases for RECs woul d

increase -- or nmy increase the value of the

cunul ative reducti on account at the end of the PPA?
(M. Long) It could. That's one scenario. It could
i ncrease the value of the cumul ati ve reduction
account at the end of 20 years.

Okay. And isn't the aimof adding interest on the
cumul ati ve reducti on account to protect the

rat epayers' tine value of nopbney?

(M. Long) | think so, yes.

If the cunul ati ve reduction account is larger at the
end of the 20-year termas a result of having added
i nterest and over-nmarket REC paynents, but the fair
mar ket value of the facility doesn't change in this
equation, are you really adding any extra protection?
(M. Long) Well, yes.

Theoretically.

(M. Long) Yes.

In that theoretical world, if the cunulative
reduction value is larger, but the fair narket val ue

of the facility remains the sane, what is the
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addi ti onal protection added by that?

(M. Long) Well, when you say "stays the sane,” |I'm
assunming it's still greater than the cunul ative
reduction factor. So you have greater value. You
realize greater val ue.

But the cunul ative reduction value could be zero or

| ess than the value of the fair nmarket value of the
facility; correct?

(M. Long) | guess it could be anything you want to
assune.

And now the --

(M. Long) But | don't believe -- you know, it could
be zero, which neans that custoners paid bel ow nmarket
on a cunul ative basis, and that's a good thing. And
it could be positive, in which case you have an
opportunity to get that val ue back for custoners.
Thank you.

Paragraph 3, does that in any way change PSNH s
obligation to purchase New Hanpshire C ass | RECs
after 2025?

(M. Long) No. That's driven by New Hanpshire | aw,
not by this provision.
And does this provision cover New Hanpshire Cl ass |

RECs as defined in the PPA or New Hampshire C ass |
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RECs as defined by the New Hanpshire Legislature from
time to tine?

(Panel nenmbers conferring.)
(M. Long) Well, anyway, | was asking ny coll eagues.
But it doesn't say -- it doesn't give a date as of
such and such a date. So it's fromtine to tine.
But doesn't the definition of New Hanpshire C ass |
RECs in the PPA itself give a date?
(M. Long) It does in the PPA vyes.
So are you requesting that the Comm ssion reference a
dat e?
(M. Long) W probably have to have sone nore
di scussi on on that.
There really has been i nadequate tine to develop this
and present it, hasn't there?
(M. Long) No, because, you know, this is giving
information to people as what we coul d accept. |
think what's contenplated on this one is that it's
RECs as they are fromtine to tinme. And, you know,
if you need to confirmthat, we'll confirmthat in a
record request.
Can you confirmit with a record request from
Lai dl aw?

(M. Long) Laidlaw s not a party.
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Right. So, sitting here, we don't know.
(M. Long) | nmde the representati on that Lai dl aw can
accept these as a condition, as can PSNH
Do you know whet her it's Laidl aw s understandi ng that
this defines or is intended to apply to New Hanpshire
Cass | RECs as defined by the legislature fromtine
to tinme, as opposed to the definition of New
Hanpshire dass | RECs in the PPA which freezes the
production of those RECs to the qualification --
eligibility qualifications that are in place today?
(M. Long) We could clarify that over lunch, if we
need to.

MR, SHULOCCK: | have no further
questi ons.

CHAl RMAN GETZ: Thank you.
Ms. Hatfield.

Vell, let ne pose it this way: |It's
about al nost 12:25. If you have a short anount, you
could go ahead now. If you have a | onger anopunt of

cross, we could wait until after lunch. Do you have
a preference?

MS. HATFIELD: It would be hel pful to
wait until after lunch. Thank you.

CHAI RVAN GETZ: Gkay. Then let's take
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the lunch recess and resune at 1:30.

And M. Bersak, if there's sone
further clarification that can be provided about the
meani ng of Section 3 of Exhibit 9, Rev. 1, then that
may be hel pful .

MR. BERSAK: W shall do that,

M. Chairman.

MR. BOLDT: WMatter of housekeepi ng,
M. Chairman? |'msorry. One of the questions | ast
ni ght was that there were certain tables that nmay not
have been included in the Ventyx materials we
produced in confidentiality that were 2009 and
earlier, for the fall 2009 and the spring 2010. W
have those materials. M. Roman brought them |
have three copies to add to the materials, and then
we'll submt the others to those who are bound by the
confidentiality already.

CVMBR I GNATIUS: And a copy to the
clerk as well.

MR, BOLDT: D d we give you a set of
the confidentiality materials yesterday?

CLERK: No.

MR. BOLDT: So we have -- if you w sh

us to, we'll give another set and mark that one as
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wel | .
CVBR | GNATI US: Thank you.
CHAI RMAN GETZ: Al right. Thank you.
Ckay. W are recessed.
(WHEREUPON, the Day 3 Morning Session
recessed for lunch at 12:27 p.m Day 3
Afternoon Session to resune under separate

cover so designated.)
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