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PROCEEDI NGS

CHAI RVAN | GNATI US: Thank you,

everyone, for com ng back pronmptly. W are

wth M. Cunni ngham conti nui ng

Cr oss-exam nati on.

Before we resune, is there

anything further on the possibly

confidential exhibit?

MR, CUNNI NGHAM  Madam Chai r,

Menbers of the comm ssion, |'ve placed the
docunents -- two sets of docunents -- three
sets of docunents on the rail. Wat it

includes is ny letter asking for relief from

the confidentiality -- | got to get back --

asking for relief fromthe confidentiality

claimthat PSNH entered and the ruling of the

Al r Research Conm ssi on. And | would like

t hose nmarked as - -

CHAI RVAN | GNATI US: These have

been --

MR, CUNNI NGHAM  -- exhibits,

both of them
CHAI RMAN | GNATI US: Wl |,

bef ore

we do that, have these been distributed to the
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parti es?

MR. CUNNI NGHAM  They have.

CHAI RVAN | GNATI US:  Looks |ike
the Cerk needs a set as well, if you have one
nore set.

M. Eaton, do you have any
response?

MR. EATON: Yes. There's sone
question of the credibility of the
Novenber 3rd letter because it's signed by a
Robert Scott [laughter], but we're willing to
wai ve any nore questions about that.

The |l etter dated Novenber 22nd
from M. Cunninghamis a request for an
extension of tinme, and it's dated after the
Novenber 3rd, 2010 letter. So | think
it's -- that cane fromM. Scott. So |
don't know what the relevance of this letter
is, other than it | ooks |ike a pleading by
M. Cunni ngham and then at the end, a
request to have nore tine to file witten
coments, because by Novenber 22nd, the
question of the docunent that we | ooked at

this norning had al ready been resol ved.
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CHAI RVAN | GNATI US: Wl |,
separate fromthese letters, do you -- M.
Eat on, do you know if the docunent we began
with, the June 7th -- I'"msorry.

MR. EATON: June 9th, 20107

CHAI RVAN | GNATI US:  July 9t h,

2010 docunent that says "confidential business

information,"” has that been no | onger
consi dered confidential by PSNH?

MR. EATON: Yes, because of the
letter that says it's been placed into the
public record by DES.

CHAI RVAN | GNATI US:  All right.

I f you, having seen the other docunents, are
confortable with it no | onger being
confidential, is there even a need to put the
supporting informati on in?

MR, EATON: No.

CHAI RVAN | GNATI US: All right.
Then why don't we -- | appreciate, M.

Cunni ngham you tracking these down, because
it did help to resolve the question, and for
what ever assi stance you got as well at PSNH

M. Eaton. So why don't we keep the July 9,
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

2010 letter in the packet of nmaterials that
M . Cunni ngham may use, but he hasn't yet
i ntroduced, and we won't need to nmark the
supporting information. | don't think that
needs to be in our record.
MR, CUNNI NGHAM  That's fi ne.
CHAI RVAN | GNATI US: So, M.
Cunni ngham further questions?
MR, CUNNI NGHAM  Just a few nore
questi ons.
CROSS- EXAM NATI ON BY MR, CUNNI NGHAM (r esumred)
Q M. Smagul a, when we broke for |unch, you
and | were discussing the EPA gui dance --
t he 2009 EPA Cui dance on the Forward
Gui delines and so on. And your answer to
that data request was sinply that PSNH does
not prepare anal yses or scenarios based upon
possi bl e regul atory rul es or outcone, nor
has PSNH ot herw se perforned a request for
cal cul ati ons.
Wiat 1'd |like for you to do now, M.
Smagul a, is take a | ook at the exhibit that's
i ncluded in the exhibit package entitled,

"Determ nation of Technol ogy- Based Effl uent
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

Limts for the Flue Gas Desul furization
Wastewat er at Merrinmack Station."

(By M. Smagul a) Yes, | have that.

And you're famliar with that docunent,
aren't you?

CHAI RVAN | GNATI US: M.
Cunni ngham we have an -- M. Eaton.

MR. EATON: Madam Chairman, this
is dated Septenber 23rd, 2011, al nbst a year
after the Least Cost Plan was filed. So
therefore, I'"'mgoing to object that it be used
In cross-exam nation or admtted as an
exhi bit, because it couldn't possibly be in
front of M. Smagul a when he prepared the
Least Cost Pl an.

CHAI RVAN I GNATIUS:  |I'm i nclined
to agree with you. But M. Cunningham a
response?

MR, CUNNI NGHAM  Yes. I'd |ike
to ask just two subsequent questions that wll
establish the rel evance of this docunent.

CHAI RVAN | GNATI US:  All right.
But let's do it briefly. And I don't know how

to keep saying this to you. W're dealing
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

wth a planning process and filing nmade in
2010, so...

BY MR CUNNI NGHAM

Q M. Smagula, if you' d be good enough to | ook
at Page 4 of that docunent, under Subsection
1.4, the second paragraph. And I'IlIl just
quote briefly, and I'd appreciate it if you
woul d read this paragraph.

"I n 2009, PSNH began work on an

anti -degradati on anal ysis under the direction
of NHDES." Do you see that | anguage?

A (By M. Snmagul a) Yes.

Q And that analysis predated, did it not, the

filing of your Least Cost Pl an?

10

A (By M. Smagul a) The begi nning of that analysis

di d, yes.

Q Yeah. And then, on Page 5, first paragraph
on Page 5, and |'mquoting here in part, "In
response, PSNH submtted a docunent dated
Cct ober 8, 2010" -- just a little over a
week after your Least Cost Plan, entitled
"Public Service of New Hanpshire, Merrimack
Stati on, Bow, New Hanpshire, Response to

| nformal EPA Request for Suppl ement al
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

11

| nformation," and so on.
It's not your testinobny, is it, that you
did no analysis prior to the subm ssion of
t hat Cctober 8, 2010 docunent ?
(By M. Smagul a) Excuse ne. |I'mreading this

par agraph carefully, and then I'll respond.

Q Pl ease do.

(Wtness revi ews docunent.)

(By M. Smagul a) Wuld you repeat your
question?

Q My question is: It's not your testinony, is
it, that you did no planning for the
scrubber effluent prior to the filing of
your Least Cost docunent?

(By M. Smagula) | think that was ny

testinony. Yes, it was.

Q And what, then, is this Cctober 8, 2010

docunent that you filed with the EPA, if
that's not pl anni ng?

(Wtness revi ews docunent.)
(By M. Smagula) This is a response of Public
Service -- this is a response to i nformal EPA
request for supplenental information about the

scr ubber. So as | --
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

12

And did that --

(By M. Snmagula) And as | believe has been
ment i oned before, a nunber of things proceed
in parallel. The d ean Power Act of New
Hanpshire and the requirement of PSNH to
install a wet flue gas desul furization system
was established in 2006. So the Least Cost
Plan efforts were proceeding in parallel with
t he scrubber. But the scrubber was well
defined, well understood, and not sonething

t hat woul d be changi ng as part of the Least
Cost Pl an.

And was any informati on such as that

submtted to the EPA included in your Least
Cost Pl an?

(By M. Smagula) | believe the -- well, like I
said, I'd have to check to see what was in the
Least Cost Pl an regarding the need for a
scrubber. | nean, | believe that was
nmentioned in there.

Well, in particular here, |I'mtalking about
the treatnent of effluent fromthe scrubber.
(By M. Smagula) Part of the design of the

scrubber had to -- part of the capital cost
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

13

i nvol ved the installation of a

state-of -the-art wastewater treatnent system
which | think has -- which has been nenti oned
to have been discussed with the DES, as far as
what the effluent would be and how t hat woul d
be -- that liquid effluent woul d be nanaged.
And that was ongoing in 2010. So, yes, there
were di scussions with regard to treating
liquid effluent fromthe scrubber, the outcone
of whi ch was concluded by the DES that the

ef fl uent could be discharged to the river.

MR.  CUNNI NGHAM l'd like to
mar k that exhibit as the next New Hanpshire
exhibit. | think it's 3.

MR EATON: | think all it was
used for was to ask the witness those two
questions about -- on Pages 4 and 5, of
where -- whether we began work on an
anti - degradati on anal ysis and whet her we
submtted a report. The rest of the docunent,
again, is dated after the plan was fil ed;
therefore, it's not rel evant.

CHAI RVAN | GNATI US: M.

Cunni ngham a qui ck response? I1'Il tell you,
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

| think that sounds -- the w tness confirned
both of the things you brought out. So it's
not in for questioning his credibility. And
' mnot sure what you get beyond what you've
al ready asked hi m and he agreed to.

MR. CUNNI NGHAM  Wel |, one point
in that substantive information in that
docunent is cost information that obviously
was exchanged with EPA. And that's rel evant
and was not included in the Least Cost Pl an.
So --

CHAI RVAN | GNATI US: But |' m not
sure that -- you asked himdid he submt --

you asked hi mwhat he submtted, and he

14

answered it. \Watever this docunent says, why

is that relevant to your questi on about
whet her or not he submitted information?

MR. CUNNI NGHAM |t's pl anni ng
information that should have been included in
t he Least Cost.

CHAI RVAN | GNATI US: "1l deny
the request. It's dated 2011, and | don't
under st and how t he connection's been made.

Move on.
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MR.  CUNNI NGHAM Just a few nore
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questions, Madam Chair. | would |like the
information with respect to the Haze Rule

mar ked for identification and offer that into
evi dence, which would be No. 4.

CHAI RVAN | GNATI US:  That is
whi ch docunent ?

MR. CUNNI NGHAM  That's the one
that was cl ai med confidential.

CHAI RVAN | GNATI US: The July 9,
2010 --

MR, CUNNI NGHAM  Yes.

CHAI RVAN | GNATIUS: -- letter to
Ms. Roberge?

MR. CUNNI NGHAM  Yeah.

CHAI RVAN | GNATI US:  You have a
question about it?

MR. EATON: Madam Chair, our
custom has been to mark exhibits for
identification so that they can be part of the
questioning. But |I'massumng that if -- at
the end of the proceeding there will be an
opportunity to object about whether certain

docunents go into the record as evi dence.
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

CHAI RVAN | GNATI US: As full
exhi bits, yes.

MR. EATON: So |I'mnot rising
now, but that should cone at the end.

MR. CUNNI NGHAM  And | just have
one questi on about the docunent.

CHAI RVAN | GNATI US:  Certainly.
Let's mark it for identification as Sierra
Cl ub 3.

(Sierra dub 3 nmarked for

I dentification.)

BY MR CUNNI NGHAM

Q

And M. Smagula, with respect to the
docunent wth respect to the BART Rule --
the original Haze BART Rule -- that
docunent -- in fact, there's a series of
docunents there -- contains a cost
assessnment of conpliance with BART; does it
not ?
(By M. Snmagula) It contains sone data with
regard to possi bl e BART conpliance costs that
were projected at that tinme, yes.

MR, CUNNI NGHAM | have no

further questions, Madam Chair.
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

17

CHAI RVAN | GNATI US: Thank you.
M. Peress, | believe.
MR, PERESS: Thank you, Madam
Chai r.
CROSS- EXAM NATI ON

BY MR PERESS:

Q If I may, 1'd like to direct sone questions
to M. Errichetti relating to the operations
of the -- I"'msorry -- the econom cs of the
generati ng assets as di scussed in the plan.

And as | understand it, M. Errichetti,
your testinmony is that you're the manager of
whol esal e power contracts? Yes?

A (By M. Errichetti) I ama manager in
whol esal e power contracts.

Q And that you are responsible for the bidding
and scheduling of PSNH generati on assets to
meet energy service requirenments?

A (By M. Errichetti) I"'madmnistratively
responsi ble for that group, yes.

Q And that you are actively involved in the
| SO New Engl and whol esal e energy market; is
t hat correct?

A (By M. Errichetti) | pay attention to it,
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

yes.

Q As part of your job responsibilities.

>

(By M. Errichetti) Yes.

Q Coul d you please turn to Page 32 in

18

Exhibit 1, which is the plan, with reference

to the section that's nmarked C. 2. 4,

entitled, "Forecasted D spatch Patterns for

the Fossil Fuel [sic] Units.™
A (By M. Errichetti) Yes.
Q Six lines down there's a sentence that
begi ns, "In general,"”
t he page.
(Wtness revi ews docunent.)
A (By M. Errichetti) Yes.

Q That sentence reads, "In general, the

on the right side of

coal -fired and wood-fired units (Merrimack

and Schiller) are economc in all periods

and, thus, are assunmed to operate as
basel oad resources outside of planned
mai nt enance periods.” |Is that what the
sent ence says?

A (By M. Errichetti) Yes.

Q And in the plan, what's marked as

Appendi x D, the plan includes generation
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

A

19

schedul es relating to the projected out put
fromthe various Merrinmack and Schill er
units; is that correct?

(By M. Errichetti) Yes.

And those schedul es generally are consi stent
wth the observation in the plan that these
are projected to run as baseload units; is
that correct?

(By M. Errichetti) That was what was nodel ed
in the plan, yes.

| guess I'd like to explore whether that was
a sound planni ng assunption. Ws it a sound
pl anni ng assunpti on?

(By M. Errichetti) At the tine, yes.

Did you review or otherw se prepare these
sections of the plan?

(By M. Errichetti) W nodel ed those resources
in general as baseload. And | did review
them and that's what should be reflected in
Appendi x, | believe it's D.

And are you famliar with the capacity
factors at which these asset -- these units
are operating at the tine?

(By M. Errichetti) At the tine? You nean in
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

>

A
Q

t he summer of 20107

Yes.

(By M. Errichetti) Yes.

| guess let's start with Schiller. Wren't
the capacity factors for Schiller Unit 4
steadily declining beginning in 2007?

(By M. Errichetti) No, | would not say that
in 2007 Schiller's capacity factor was
declining. | would say that the econom cs of
the coal units started to suffer nore toward
t he second hal f of 2008.

So, your testinony is that at the

beginning -- or I"'msorry -- in the second
hal f of 2008, the capacity factor for
Schiller Unit 4 was declining?

(By M. Errichetti) When gas prices and oil
prices collapsed in the second half of 2008
and we had |long-term coal commtnents,
Schiller units and Merrimack units started to
be affected.

Ckay. 1'd like to address this on a
unit-by-unit basis, if that's okay.

(By M. Errichetti) W'll see.

For Schiller Unit 4, is it correct to say
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[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

21

that the capacity factor between January 1,
2008 to January 1, 2009 declined fromjust
over 80 percent to just over 60 percent?

(By M. Errichetti) If you can give ne a
reference that | could | ook at, | mght be
able to confirmthat. | don't know, off the
top of ny head.

|'d be happy to do that.

MR PERESS: May | ?

CHAI RVAN | GNATI US: Pl ease.

MR, PERESS: What we have j ust
passed out is a graphical representati on of
capacity factors taken from public
docunents -- that is, EPA Air Markets Program
Data starting in 2005 and Energy | nformation
Adm ni stration Form 860 data that's subm tted
by PSNH on an annual basis.

CHAI RVAN | GNATI US:  Are you
asking that this be marked as an exhibit?

MR. PERESS: | am CLF 01,
pl ease.

CHAI RVAN | GNATI US:  All right.
Mar ked for identification.

(CLF 1 marked for identification.)

10- 261} [ AFTERNOON SESSI ON ONLY] {04-04-12 - DAY 1}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

22

BY MR PERESS:

Q

If you turn to the second to the | ast page,
that's the capacity factor data for Schiller
Unit 4. Wuld you please do that, M.
Errichetti?
(By M. Errichetti) I"'mon the penultinmte
page.
Did the unit -- did Schiller Unit 4's
capacity factor decrease fromjust over 80
percent to just over 60 percent between 2008
and 20097

(Wtness reviews docunent.)
(By M. Errichetti) | don't know the voracity
of the values on this page. The general trend
| would say take into account econonics and
mai nt enance and out ages? Looks |ike the
general trend that was being seen. But |
can't attest to the voracity of val ues.
Can you turn to the next page, which is for
Schiller Unit 6.
(By M. Errichetti) Yes.
Subj ect to check -- that is, assum ng that
the data properly represents the public

records in ElA Form 860 and t he EPA Cl ean
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Air Markets data -- would you agree that the
capacity factor for Schiller Unit 6 declined
fromjust over 80 percent in 2008 to just
under 60 percent in 20097

(By M. Errichetti) Wth those caveats, and

al so i ncluding any possi bl e nmai nt enance t hat
was going on, yes. |I'mjust trying to clarify

it's not just economcs that's in here.
We'll get to that. Thank you.

CHAI RVAN | GNATI US: M. Peress,
just one clarifying question. On your
exhibits, where do the little denmarcation
marks fit? For exanple: Looking at 2005, is
the hash mark to the right of the date, is
that the end of 20057

MR. PERESS: Yes, it is.

CHAI RVAN | GNATI US:  All right.
(By M. Errichetti) I"'msorry. |It's not the
m dpoint. Like 2008, the data point isn't
j ust above 80 percent.

So the 80 percent for Schiller Unit 6 would
be the m ddl e of 2008.
(By M. Errichetti) Ckay. | may have

m sunder st ood back and forth.
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And going back to Schiller Unit 4, prior to
the plan being submtted, does the data
denonstrate that the capacity factor
continued to further decline between 2009
and 20107
(By M. Errichetti) In the devel opnment of the
pl an, we generalized the operation of the coal
and wood units to be basel oad. There was no
ri gorous econom c analysis perforned. And
that was -- we said that in requests, data
requests. So that's what we did.
We'll get to that. | would appreciate it if
you woul d answer the question.
(By M. Errichetti) | just did.

CHAI RVAN | GNATI US:  Can you

restate the question? | don't recall it.

BY MR PERESS:

Q

Based on the data shown on this formfor
Schiller Unit 4, did the capacity factor
conti nue to decline between 2009 and 2010
when the plan was subm tted?

(By M. Errichetti) |I don't recall if during
the first six or so nonths of 2010, when we

were preparing the plan for the Septenber
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filing, that Schiller was running | ess and
less and less, or if it reflects what happened
at the tail end of 2010. | honestly can't
recall. What | do recall is that, while we
didn't rigorously nodel economics in the plan,
when you | ooked at the forward markets and you
| ooked at their dispatch price, it |ooked Iike
they were going to run a lot. In fact --

well, | don't want to introduce new
information. But | would say, even if you

| ook at today's forward narket, these units
should all be running in the peak periods fl at
out, and then it's a question of whether it
shoul d cycle or run through the night and

trade off the start.

Q Thank you for putting out today's market.

We'll get to that, also.

(By M. Errichetti) Fine.

Q So, based on the graph that's in front of

you, woul d you agree that the graph shows
that the capacity factor for Schiller Unit 4
continued to decline between 2009 and 20107?
(By M. Errichetti) Based on the information

you' re providing, and based on what's here, it
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shows a decli ne.

Wul d you flip over the page to Schill er
Unit 6, please. For Schiller Unit 6, would
you agree that the data represented in this
graph shows that the capacity factor for the
unit continued to decline between 2009 and
the tine that your plan was subm tted?

(By M. Errichetti) WIlIl, again, this is a
2010 value, so it includes 12 nonths. W talk
about Septenber 30th, but, you know, this
report actually kind of got finished up and
got reviewed and went to print. So |I'd say we
were really looking at the first half of 2010.
| will say that this shows a slight decline
from'09 to '10.

Is it your testinony that the plan does

not -- the content of the plan does not
contain the status of PSNH s pl anni ng

t hrough Septenber 30th, 20107?

(By Ms. Tillotson) And while Dave's thinking
about that, | do have a clarification. As we
l ook at this, | think there's been two answers
as to what the value is associated with --

let's pick the year 2010 -- because |I'm
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famliar with this data. And | would say that
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this is an annual data point for 2010 that
woul d not have been avail abl e Sept enber 30.
So I"'mjust clarifying the year. Are these
annual capacity factors for these
representative years?
Yes, they are.
(By Ms. Tillotson) So a 2010 annual nunber
woul d certainly not exist until 2011-sone
peri od.
That's why | asked M. Errichetti if he
follows the capacity factor and the anount
of operations that these units are running
on a regul ar basis, which he answered, yes,
he does.
(By Ms. Tillotson) And | was just commenting
on the confusion, because | think you
suggested it was md-year. And being aware of
how t hese data points are usually obtained, I
just wanted to nake sure we were conpari ng
appl es and apples with that Septenber tine
frame.

CHAI RVAN | GNATI US: Can | ask a

clarification, because |I think what was | ust
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testified to just doesn't nake sense in
| ooking at it. So, help ne figure this out.

If this is supposedly an
annual figure, then why in the space for
2010 does it make a nunber of different
points? It's not just a single annual
figure. So it has a gradual decline and
then a steep decline. So, is it annual? |Is
it pointed --

MR. PERESS: WMadam Chair, the
EPA Clean Air Markets data runs on a daily
basi s.

CHAI RVAN | GNATI US: I ' m aski ng
about your exhibit. You introduced this. So
what is it that we're | ooking at?

MR. PERESS: The exhi bit
represents the difference in capacity factors
on an annual basis and not on a real-tine
basi s.

CHAI RVAN | GNATI US:  And how does
it not just have a single point for each year?
Wll, | won't get into a discussion with you.
But it --

MR. PERESS:. Actually, that's
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what it has, is a single point for each year.
| apol ogi ze for nmy confusion.

CVSR. HARRI NGTON: Now you got
me confused, because if you | ook at 2010, it
has a single point for each year. You could
have a point on the begi nning of the year and
a point on the end of the year and a strai ght
| ine that connects them This starts out, and
then the sl ope goes gently, and then it
i ncreases sonmewhere around m d-year, which is
to suggest that the capacity factors changed
t hroughout the year based on this data. So it
can't be for the whol e year.

MR. PERESS:. Yeah. So, ny
apol ogi es, Conmm ssioner. |If you |ook at the
starting point of the graph for Schiller
Unit 6, and the starting point is centered in
what's represented as 2005, so the capacity
factor as of -- for the full year of 2005 was
just over 80 percent. |In essence, what would
probably be helpful is if there were points
drawn right above the year, in between each of
the two marks on either side of the year

listing, which would be the capacity factor
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for the year.

CVBR. HARRI NGTON: | guess maybe
you're not following ny question. |If this is
a annual nunber, the slope of the line that
goes across the annual period for 2010 woul d
be constant; it wouldn't change. You have a
sl ope that starts at the begi nning of the
year, the hash mark to the left of 2010.
There's a slight slope that continues to,
| ooks |i ke about hal fway through the year, and
then the sl ope increases -- neaning, if you
were taking the annual as being the capacity
factor at the beginning of the year and the
end of the year and just draw ng a straight
i ne between them the |ine would be straight.
So this nust be -- you nust have either nore
data points or sonething that | just don't
under st and.

MR. PERESS: Comm ssioner, |
apol ogize. So the mark for Schiller Unit 6
above 2010, which indicates that the capacity
factor is just under 60 percent, was the
capacity factor as of the end of 2010.

CVSR. HARRI NGTON:  End of 2009 |
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assune you nean.

MR. PERESS: As of the end of
2010. That's the 2010 capacity; right?

CVSR. HARRI NGTON: No. The one
to the left, the hash mark to the left of
2010, you draw a |line up, you're saying that
that represents the beginning of 20107

MR. PERESS. No, the m dpoints.
Basically, this is -- let nme correct nyself.

This is just using the annual
capacity factors on a -- for the entire
year .

CVBR. HARRI NGTON:  Then this
shoul d be a step graph, not a |linear one.

MR, PERESS: It is essentially a
step graph, because the point of inflection
for each year represents the capacity factor
for that year.

CVBR. HARRI NGTON: What happened
in 2010, though? That's what I'mstill trying
to figure out. The beginning of that, you
have about 59 percent, and then in the
m dpoint it's sonewhere around 58 percent, and

then at the endpoint down to -- | don't
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know -- 40-sonet hi ng percent.

MR. PERESS: The capacity factor
for 2010 would be the inflection point in the
| i ne above the date 2010. So that woul d be
approxi mately 55 percent.

CVBR. HARRI NGTON:  So t he
m dpoi nt for each year represents the average
for that year is what you're saying, and then
you just connected those dots.

MR. PERESS: Yes, that's
correct.

CVSBR. HARRI NGTON: Al |l right.

MR. PERESS. Sorry about the
conf usi on.

MR. EATON:. Per haps, could we
have CLF provide the data that's behind this
and where it cane fron? It m ght be depicted
in a better way. Because it seens to have --
the source was EPA Air Markets Program data,
but it seens to have been created -- or at
| east the graphs were created by Synapse
Energy. And if the underlying data could be
supplied, it mght be easier to understand.

CHAI RVAN | GNATI US: Any
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objection to that, M. Peress?

MR. PERESS. No objection.

CHAI RVAN | GNATI US:  All right.
Wiy don't we reserve a record request for the
underlying data that was used in just the
Schiller 6 and Schiller 4. 1Is that fair? W
don't need all of the other generating plants.

MR, PERESS:. Yes.

(CLF 2 Record Request reserved)

CHAI RVAN | GNATI US:  And M.
Eaton, | assune we don't need all of -- well,
| guess it depends on how cunbersone it is.
We don't need all of the data for 2005, 'O06,
and ' 07, | assune?

MR. EATON. As long as no
questions are being asked about it.

MR. PERESS: It's not
cunber sone.

CHAI RVAN | GNATI US:  Ckay. Then
why don't we do the full 2005 through 2011.

MR. PERESS:. May | proceed?

CHAI RVAN | GNATI US:  Yes, pl ease
do.

BY MR PERESS:
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34

M. Errichetti, based on the data shown in
the chart for Schiller Unit 4 and Schiller
Unit 6, do you still consider those to be
basel oad units as of the date of the plan?
(By M. Errichetti) As of the date of the

pl an, based on the informati on we knew at the
time, we thought it was reasonable to portray
these units as baseload. Now, if you're
asking ne -- if you' re asking sonething
different, like sitting here today in 2012,
does it look like that assunption back in 2010
was good or bad, that's a different question.
That's not what |'m asking you.

(By M. Errichetti) Ckay.

And just to clarify the question that I
previously asked, was this plan prepared
based on your understandi ng of the

ci rcunst ances t hrough Sept enber 30, 20107?

(By M. Errichetti) | guess the plan is dated
Sept enber 30th, 2010. It represents our

pl anning as of that date. W didn't prepare
it on Septenber 30th, 2010.

So, do you renenber the date on or about

which was the last tine that you provided

10- 261} [ AFTERNOON SESSI ON ONLY] {04-04-12 - DAY 1}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

i nput about the capacity factors of these
units for the plan?

(By M. Errichetti) What was nodeled in the
Appendix D -- | believe it's Appendix D --
subj ect to check, was probably done | ate
summer. So | would say | ate August, early
Sept enber was when we finalized those tables.
And you did not use any short-term enerqgy
capacity market pricing when you finalized
those tables; is that correct?

(By M. Errichetti) That is correct.

And you started explaining why it was that
these units were suffering fromdeclining
capacity factors. It was because the

mar ket -- maybe you can expl ain why t hey
were suffering fromdeclining capacity
factors.

(By M. Errichetti) They're vari able costs
that becone |l ess attractive, so they're

di spatching | ess.

And as they're dispatched | ess, doesn't that
i ncrease costs for the ratepayers?

(By M. Errichetti) No. In fact, when they

di spatch |l ess and we replace themin the

35
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mar ket at | ower prices, we're not -- it's
savi ng custoners noney versus di spatching the

units.

Q When those units are not running, are the

r at epayers bei ng asked to cover the fixed
costs for those units?
(By M. Errichetti) Yes, just as they are when

t hey do run.

Q But when they don't run, the ratepayers are

covering the fixed costs in addition to the
cost of buying power fromthe nmarket or

anot her source; isn't that correct?

(By M. Errichetti) The overall costs to
custoners are |less by replacing their output

w th mar ket purchases, because the fixed costs
are being paid in either case. It would raise
custoner costs if we insisted on running the
units, even when they were above -- higher

than what we could get in the energy market.

Q In conparison to a utility that buys its

A

power fromthe market and doesn't bear fi xed
costs for what are essentially idle units,
does it cost the ratepayers noney?

(By M. Errichetti) Depends on how you nake

10- 261} [ AFTERNOON SESSI ON ONLY] {04-04-12 - DAY 1}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

A

t hose purchases. For instance: |n our
affiliate, CL&P, we had a three-year | adder.
And we made commtnents for full requirenents
supplied three years before the market
crashed. And CL&P' s prices were hung up for
two, two and a half years because of that
purchase pattern. So, know ng full

requi rements doesn't necessarily translate

i nt o anyt hi ng.

But in conparison to PSNH, such a utility
does not have to bear the fixed costs for a
unit that is not operating when it's buying
fromthe market; correct?

(By M. Errichetti) Could you repeat the
original question? | think I'"'mlosing the

t hr ead.

| asked you whether in conparison to a
utility that does not own generation and
supplies all of its custonmers energy default
service through the narket, doesn't the cost
associ ated with nmai ntai ning these units when
they're not running add costs to the

rat epayers?

(By M. Errichetti) And the answer to that is
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it depends. It depends on when the utility
who doesn't have the generation that's sitting
idle made their purchases to neet their
custoners' needs. You're trying to idealize
it, and I've lived through it other which
ways.

No, and then | asked you the sinple question
of whether such a utility has to bear the
cost or inpose the cost on its ratepayers

for the fixed cost of such generati on when

t hey don't own any generati on.

(By M. Errichetti) In that narrow sense, |
believe the answer would be they don't -- the
custonmers don't bear the cost of generation
that's not owned.

Thank you.

MR PERESS: | would like to
pass out and mark as CLF Exhibit 02 Public
Servi ce Conpany of New Hanpshire's response to
Dat a Request CLF-02, dated May 23rd, 2011.
May | approach?

CHAI RVAN | GNATI US: Pl ease do.
This is response to -- well, it's got two

different nunbers -- Data Request CLF-02 at
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the top, and then two |ines down says
"CLF-003."

MR. EATON: That stands for the
second set from Conservation Law Foundati on
and the third question.

CHAI RVAN | GNATI US: Thank you.
So that will be for identification as CLF 2.

MR, EATON: I'"'msorry. W
reserved the record request that | nmade for
t he underlying data behind CLF 1 as exhibit --
as CLF No. 2.

CHAI RVAN | GNATI US: One nonent.

(Di scussion off the record)

CHAI RMVAN | GNATI US: W'l go
back on the record. So this Data Request Set
2, No. 3 fromCLF will be nmarked as CLF 3.

(CLF 3 marked for identification.)

BY MR PERESS:

Q

M. Errichetti, CLF 03 refers to PSNH
Exhibit 1, the plan, Section IlIl on Page 33.
The bottom of the page on Page 33, starting
with the word "Also,"” the fourth |ine up,

t hat page -- that sentence in the plan

reads, "Also, each day normally includes a
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nunber of hours in which PSNH has surpl us
supply that is sold into the | SO New Engl and
spot nmarket." Is that correct, in terns of

what the plan says?

A (By M. Errichetti) Yes.

Q And CLF Request 3 asks whether PSNH sells
power into the spot market during hours when
the 1 SO New Engl and clearing price is | ower
than PSNH s margi nal cost for producing
energy at any of its then operating

generating units; does it not?

A (By M. Errichetti) It does.

CVBR. HARRI NGTON: s he
answeri ng your question or just agreeing that
that's what it says?

MR. PERESS. He's agreeing that
that's what it says.

CVBR. HARRI NGTON: Ckay. Just
so we're clear. Thank you.

BY MR PERESS:

Q And going to the | ast paragraph of PSNH s
response, doesn't that state that PSNH has
estimated that 3.4 percent of total resource

generation, parens, as defined in PSNH s
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energy service cost reconciliation process,
end parens, aggregated over 1,766 hours was
sold into the spot nmarket for the subject

time period under the stated conditions; is

t hat correct?

(By M. Errichetti) That is what the response
says.

Q In effect, doesn't that nean that PSNH i s
putting power into the market for a price
| ower than it cost it to produce it?
(By M. Errichetti) No, because you dispatch a

unit on a commtnent cycle. And as the
response points out, there are tines when you
run a unit through the night because it nmade
econom ¢ sense across the day for custoners to
run it above load in sone hours where the LNP
is less than the assuned price of the unit.
And as the | ast paragraph points out, we used
an average -- we used an average cost per unit
t hat was based on annual fuel accounting
information that included start-ups, no-I| oads,
and the increnental energy cost. So the very
rough estimate -- to answer your question --

i f you make noney in 20 hours of the day and
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42

| ose noney in 4, you have to net the 24 hours
before you decide it would hurt custoners to
do what we did. And that's what this response
says.

And if | understand it correctly, one of the
reasons that you would continue to operate

the unit, even though the | ocational

margi nal price -- that is, the current
price -- is |lower than the cost of operating
it is -- and I'mqquoting fromhere -- is

"because the costs to cycle the unit off and

on, plus any |l ost hours of economc

operation due to unit operating

characteristics, exceed the loss that w |

be incurred by running the unit during such

hour s"?

(By M. Errichetti) I was good with you to the

| ast couple words, so | have to read it.
(Wtness reviews docunent.)

(By M. Errichetti) | apologize. |1'mnot sure

| followed everything you said. But what's

witten here in the data request | still stand
by.
So let ne just try to parse that, if | may.
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The cost of cycling the unit is such that
it nakes sense to conti nue operating it rather
than shutting it down and restarting it the
next day; is that correct?

(By M. Errichetti) Overall, there is an
econom c decision to be nmade that says that
running the unit through the night costs |ess
than cycling it through the night, given the
unit's operating characteristics. That's
true, yes. |If that is what you said, then |
agree with you.

Is there anywhere that you can point to ne
in the plan that discusses whether it nakes
econom c sense to purchase power fromthe
mar ket rat her than run your generating
facilities?

(By M. Errichetti) | do believe it's

menti oned here and there in the plan. If |
can, |I'll find one cite.

(Wtness revi ews docunent.)

(By M. Errichetti) Well, | nmean, as an
example, if you go back to Page 32, C. 2.4,
while we didn't use it for the five-year

pl anni ng peri od, the sentences that preceded
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t he one you quoted tal k about that, you know,
we do | ook at the economcs in deciding to
di spatch the units.

But in this plan, you decided that these
units -- your planning was based on the
assunption that these units were runni ng as
basel oad units and that you woul d not be
replacing their operations with market
power .

(By M. Errichetti) In general, yes.

And as the capacity factors for these units
have been decreasing -- that is, up through
the date of the plan -- does that increase
t he anount of hours that they run during
whi ch the spot market price is |ower than

t he cost of operating the units?

(By M. Errichetti) Not necessarily. They
just may not turn on. So then, they don't
have to -- there is no question about running
it through the night. | think what you're
finding is our reserve shut-downs are

i ncr easi ng.

Is it fair to say that, as the capacity

factors for these fossil-fuel-fired units
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have decreased, Public Service Conpany of

New Hanpshire's energy service rates have

i ncreased in conparison to other utilities

i n New Hanpshire?

(By M. Errichetti) I"'mnore inclined -- well,
let's say |'mnore inclined to say that the

bi ggest driver is the mgration issue that we
had a docket on as opposed to the vari abl e
cost of the units driving the prices.

MR PERESS. 1'd like to pass
out what 1'd like to mark as CLF 04 for the
wtness to look at. My | approach?

CHAI RVAN | GNATI US: Pl ease.
Before we mark this, M. Peress, could you
just give us a very brief description of the
source of all of these pages?

MR. PERESS: Yes, Madam Chair.
The front page is a copy of a table that is
found on Page 6 of a report that was prepared
by the Conm ssion and the Departnent of
Envi ronnent al Services and subnmtted to the
| egi sl ature.

CHAI RVAN | GNATI US:  And t he

remaining, is that the report itself that's
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attached?

MR. PERESS. Yes. |'mjust
focusing on the actual chart, but | thought it
woul d be prudent to provide the entire report.

CHAI RVAN | GNATI US: So let's
mark this for identification as CLF 4.

(CLF 4 marked for identification.)

BY MR PERESS:

Q

A
Q

M. Errichetti, do you have the nulti-
colored chart in front of you that | just
passed out ?

(By M. Errichetti) Yes, sir.

And does that chart show a representative
residential nonthly bill price conparison
for energy as between Unitil, National Gid,
New Hanpshire El ectric Co-op and PSNH?

(By M. Errichetti) Sir, to be honest,
don't know. | can't tell fromthe -- from
what's on this page if this is a total bill or
if it's just the energy service equival ent.
|"msorry. The total nonthly bill. Excuse
ne.

(By M. Errichetti) Well, is it?

The report was prepared by the Public
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Uilities Comm ssion and DES, if you | ook at
Page 6. It nmakes it clear that it's a
monthly bill conpari son.

(By M. Errichetti) Al right. So the
representation is that this is like -- well,
okay. Again, does this represent a PSNH
customer taking ES, or does it represent a
customer of PSNH wth a blend of third-party
suppliers and ES?

There's no third-party suppliers.

(By M. Errichetti) Because that's expl ai ned
somewheres el se in here?

Yes.

(By M. Errichetti) Ckay. So, subject to you
sayi ng so, go on.

So you testified that sonetine earlier in
2008 natural gas prices started displ aci ng
PSNH s fossil-fuel-fired units; is that
correct?

(By M. Errichetti) That's ny recollection of
the situation, yes.

And if you look at this chart, does the
chart show that sonetine between

Novenber 2008 and Sept enber 2009, PSNH s
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representative residential nmonthly bil
started increasi ng?

(Wtness revi ews docunent.)
(By M. Errichetti) It appears that the total
cost to a PSNH residential custoner had gone
up between -- you said Novenber 2008 and
Sept enber 20097
Yes.
(By M. Errichetti) Yes.
(By M. Large) And just for clarification,
i ncl udi ng generati on conponent and
di stribution conponent, transm ssion
conponent, and the stranded cost conponent,
total make-up of a nonthly residential
custoner's bill.
And does the chart show that the residenti al
nonthly bill for the custoners for Unitil,
Nati onal Grid and New Hanpshire El ectric
Co-op were decreasing during that tine?
(By M. Errichetti) What period am | | ooking
at again? If I'm]looking at Novenber 2008 to
Sept enber 2009, they went up and down.
Well, how about from April 2009 to
Sept enber 20097

10- 261} [ AFTERNOON SESSI ON ONLY] {04-04-12 -

DAY 1}



© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

Q From April 2009 to Septenber 20097

49

A (By M. Errichetti) Say that again, please.

A (By M. Errichetti) It |looks like the Co-op

was flat. Unitil appears to have gone done.

Gid appears to have gone down. So, one down

-- two down, one fl at.

Q And the Public Service Conpany of New

Hampshire, as part of its planning --

A (By M. Errichetti) Al though, during that

peri od, PSNH | ooks pretty flat, too.

Q Publ i c Service Conpany of New Hanpshire,

as

part of its planning, does not project its

energy service rates forward, does it?

t he questi on?

A (By M. Errichetti) Could you pl ease repeat

Does Public Service Conpany of New Hanpshire

project forward its energy service rates as

part of its plan?

A (By M. Large) No, we do not.

forward your energy services?

are cared for in energy service forecast

Q Is there any place in the plan that projects

(By M. Large) The energy service conputations

dockets, and the reconciliation of those costs
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are cared for in energy service reconciliation
and prudence dockets, not in the Least Cost

Pl an.

So, in other words, there's nothing in the
pl an that projects forward your energy
service rates?

(By M. Large) W have not forecast that in
the 2010 plan that's at question today.

And does Public Service Conpany of New
Hanpshire forecast its mgration rates?

(By M. Large) Based upon the conversation
that I had wwth M. Patch earlier, we did not
forecast a level of mgration. W exam ned a
range of potential mgration that coul d be
experi enced that would illum nate our

deci si on-making with respect to the plan.

Is it fair to say that you would need to

f orecast your energy service rates in order
to forecast mgration as part of your

pl anni ng process?

(By M. Large) The PSNH energy service rate as
a stand-al one piece of information will not
illum nate or provide any information that

woul d hel p one understand expected trends in
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m gration.

But woul dn't the energy service rate, in
conpari son to market forecasts, help
illTumnate trends with respect to future

m gration?

(By M. Large) That would be one factor.

Are there sone others that you'd like to

di scuss?

(By M. Large) Custoner interest in going to a
conpetitive supplier, having had bad
experiences with conpetitive suppliers could
be a factor that we would have no i nformation
to be able to factor into the pl anning
strategy. |I'msure there are many ot hers.
But, by and | arge, custoners mgrate away
from PSNH s energy default service to
conpetitive suppliers due to price; isn't
that correct?

(By M. Large) W do not ask custonmers. It is
not our place to consult with custoners or
seek fromthemtheir reasons for choosing to
go to a conpetitive supplier. But we would
reach the conclusion that price is in fact a

f actor.
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pl anni ng, aren't you?

(By M. Large) Yes, | am

factor?

52

Q M. Large, you're responsible for business

Wul d you say price is the nost significant

(By M. Large) | think it is a significant

f actor. | don't knowif it's the nost.

menti oned are equally, if not nore,

significant?

You think sonme of the other factors you just

(By M. Large) | think for various custoners

they can be and wll be, yes.

custoners.

(By M. Large) Well, when we speak about

Q But | was speaking about in general in nost

mgration, it's not fair to speak about nost

cust oners.

Q Hasn't the rate of mgration increased as

the delta between your energy service rate

and mar ket prices have increased?

A (By M. Large) There has been an increase, but
| don't think it's commensurate with the delta
in the energy service price.

Q So it's your testinony that there is not a
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relati onship between the difference between
your energy service rate and the cost of
power available in the nmarket with respect

to the anmount of mgration?

A (By M. Large) My testinony is that it's not a

linear relationship, in that one depends only
on the other and that is the only driver that
causes a custoner to make a deci sion about
where it chooses to take its energy service
from

MR. PERESS: WMadam Chair, 1'd
i ke to pass out a docunent |1'd |ike to show
the witness and mark as CLF 5. Right?

CHAI RVAN | GNATI US: You nay.
This is a response to CLF Set 1, Question 3;
is that correct?

MR PERESS: It's in a different
docket, Madam Chair. |It's in the mgration
docket DE 10-160.

CHAI RVAN | GNATI US:  All right.
W'll mark this for identification as CLF 5.

(CLF 5 marked for identification.)
BY MR PERESS:

Q M. Large, I'd like to give you a mnute to
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Q

review this data response before | ask a
question about it.

(Wtness revi ews docunent.)
(By M. Large) |I've read it, M. Peress.
Thank you. 1Is it fair to say that this data
response is a projection forward of PSNH s
energy service rates based on PSNH s
five-year forecast?
(By M. Large) The response is rife with
di sclainers and statenents that it is not
vi ewed as an accurate assessnent of those
prices. So it's responsive to a data request,
but contained within it is nuch concern and
doubt about the validity of these nunbers.
And as part of your planning process, are
you engaged in a five-year forecast with
respect to market prices; is that correct,
M. Errichetti?

(By M. Errichetti) This appears to have cone

54

out of the corporate financial nodel where the

ES rate is a pass-through. But accounting or
financial planning wants a nunber, so a nunber
is ginned up. W don't plan with it.

No, |'maware that you responded that you
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don't plan -- forecast energy service rates
as part of your planning process.

M. Large, do you know what PSNH s nobst
recent proposed energy services rate is?

A (By M. Large) | don't, but | could certainly
consult wth one of ny team nenbers to get
t hat nunber.

Q Does anybody up there know what it is?

A (By M. Large) | don't know if we're speaking
about the inclusion of tenporary rates or...

CHAI RVAN | GNATI US: M. Peress,
|'mgoing to ask you the sane question | asked
M. Cunningham Wy is that relevant? You're
asking for the current energy service rate”?

MR. PERESS: Madam Chair, |I'm
just trying to address the concern that was
related by M. Errichetti, that this is not
reliable or inaccurate based on trueing it up
versus the current pending rate.

A (By M. Large) My recollection is that our
current rate is in the high 8s, and that what
we're seeking with tenporary rates that's been
di scussed in that filing is in high 8s nunber.

Q It's actually in the high 9s.
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CHAI RMAN | GNATI US:  Again, |I'm
not sure what the relevance of it is.

What ever the nunber nmay be, it is what it is
and it's in another docket. So why do you
need to inquire into the current energy
service rate?

MR. PERESS: Madam Chair, the
poi nt of ny cross-exam nation has thus far
been the extent to which PSNH s pl anni ng
process is adequate with respect to providing
| east cost service to ratepayers as it
pertains to the operation of their
fossil-fuel-fired generators. And what this
data response denonstrates is that, as those
generators operate less in the market, PSNH s
prices are actually projected to increase, and
t hey have been in fact increasing.

CHAI RVAN | GNATI US:  That nay be
your position. | still don't see why a data
response dated in 2010 about projections is
about a current rate in effect that nay be the
same, different or higher or lower. [|I'mstill
not seeing the connection to it.

MR. PERESS: Madam Chair, this
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response was dated August 13, 2010, which,
according to M. Errichetti, would represent
t he thinking of the Conpany at the tine they
actual ly prepared their plan.

CHAI RVAN | GNATI US: But pursue
that. | understand that. | just don't
under stand why we were tal king about what the
2012 nunber may be. If it's not clear to
peopl e yet, we've got to get through this.
We're already well into the afternoon of the
first day. The nore we spend on things that
don't have to do wth the 2010 plan and
pl anni ng process, the longer it's going to
take us. And we have a long way to go. So,
pl ease try to focus the questions on what it
has to do with the planning process for the
pl an that was submtted i n Septenber 2010.

MR. PERESS: Madam Chair, |I'm
just trying to denonstrate that this was a
reasonabl e projection of rates. And I'IIl just

cut it short and ask a couple nore questions.

BY MR PERESS:

M. Large, are you aware that Unitil just

got a rate of approxinmately 6.1 cents
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approved for its residential energy service

rate and |l ess than 6 cents for its

commercial and industrial rate?

(By M. Large) | am not aware of that.

Are you aware that National Gid has

proposed a rate of less than 6 cents for its

residential rate?

(By M. Large) | amnot aware of that.

Is it fair to say that, as of August 2010,

PSNH s pl anni ng expected PSNH s energy

services rates to continue to increase?

(By M. Large) | would disagree with they

conti nued to increase.

Can you pl ease review the energy services

rate that's listed in this data response for

each year beginning in 2012?

(By M. Large) | have the docunent and | have

reviewed it and | --

Can you read it out loud? WlIl, forgive ne.
Does it not state that the projection,

with the caveats, for the 2012 energy services

rate is 10 cents; for 2013 it's 11.2 cents;

for 2014 it's 11.7 cents and for 2015 it's

11.8 cents? |Is that what it states?
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(By M. Large) The nunbers |listed on the page
next to the years as you called them out are
as you stated them and the provisos, as
identified as by M. Baunmann in the data
response, identifies that he is not convinced
that those are accurate representations of the
future prices.

M. Errichetti, when you're doi ng your

pl anni ng, do you review the annual energy
out | ook for natural gas pricing?

(By M. Errichetti) No. W rely on NYMEX
And so you reviewed the forward gas pricing
curves provided by NYMEX?

(By M. Errichetti) Electric.

How about for natural gas?

(By M. Errichetti) W do |ook at the gas,
also. But we nainly focus on the electric.
We | ook at the gas to get a feel for the
implied heat rate to deci de whet her the

mar kets, in our opinion, may be overpricing
electricity.

So you testified earlier that, beginning in
2008, natural gas prices started to decline

quite significantly causing the capacity
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t hat correct?

Q And so in 2010, as part of the planning,

60

S

A (By M. Errichetti) In real-time, day to day.

were you | ooking at the forward price curves

for natural gas?

No. As was stated on Page 32, as you

menti oned | think when you first started

(By M. Errichetti) In the context of ES rate

setting, when we're going in to do the annual

rate setting and we're in the m d-year, yes.
Q And how about in the context of your

forecast for how nmuch generation output you

woul d have fromyour fossil units?

(By M. Errichetti) In the Least Cost Pl an?

exam ni ng ne, we nade the general assunption,

for purposes of this plan, that the units

woul d be basel oad.

Q And so you're acknow edgi ng that as part

t he pl anni ng, PSNH was not | ooki ng at

of

forward gas price curves in concluding that

t hese units woul d be basel oad?

(By M. Errichetti) | believe we've answered

data requests saying that we did not use a gas
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forecast or an electric forecast in preparing
this docunent.
Thank you. | have just a few nore questions
left that pertain to sone of the
envi ronnental requirenents.

MR PERESS. Ch, I'msorry. 1'd
i ke to just pass out one nore docunment as an
exhibit that relates to the econom cs.

CHAI RVAN | GNATI US:  All right.
W'll mark this for identification as CLF 6.

(CLF 6 marked for identification.)

BY MR PERESS:

Q

M. Large, before you is a data response in
Docket DE 11-215 provided as a result of a
techni cal session. Do you see that
docunent ?

(By M. Large) | have it, yes.

And can you tell ne if there are seven
months -- I'msorry -- six nonths in 2012 in
which PSNH is projecting that Schiller

Unit 4 will not be econom c?

(By M. Large) No, | cannot.

I f you | ook at the colum that states

"Schiller Unit 4," do you see the zeros that
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go down for six of the nonths?

(By M. Large) Yes.

And do you see the heading of the chart that
says "Unit Capacity Factors"?

(By M. Large) Unit Capacity Factors in the
2012 energy service rate cal cul ati on, yes.
And did you see the six colums that have
zeros in themfor Schiller Unit 47

(By M. Large) |I'mpresum ng you nean --

" msorry. Do you see the seven col ums

in --

(By M. Large) |'m presun ng you nean rows.
" msorry. Rows. Excuse ne.

(By M. Large) | see seven rows of zeros under
the Schiller 4 colum, yes.

And the projected capacity factor of

25 percent?

(By M. Large) Yes.

And the sanme for Schiller Unit 6, except
that the projected capacity factor is

26 percent?

(By M. Large) Yes.

M. Errichetti, would you say that this is a

consequence of a continuing nmarket price for
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natural gas versus the cost of generation
for PSNH s units?

(By M. Errichetti) This is the forecast of
their econom c di spatch.

So, is it fair that their econom c dispatch
conti nues to decrease?

(By M. Errichetti) | don't knowif it

continues to decrease. | don't know --

woul d say that their dispatch is low | don't
know if it's a continuing trend. | don't know
if you can say next year there will be

zero percent. Could happen. Wen you say
"continuing decrease," | -- it all depends on
the market. |If gas turns around, these guys

are going to turn around, too. So | don't...
But you're not | ooking at the forward gas
curves; right?

(By M. Errichetti) In this data response,
it's looking at 2012 in the Septenber 2010
plan. Correct. | nean, just -- you're
asking, for yucks, do we | ook at the forward
energy nmarkets and say are they going to
continue to decline or are they going to turn

around or are they going to stay flat. W do
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| ook at that.
Thank you.
MR. PERESS:. Can | just take one
m nute? | need to change gears to the
envi ronnent al .
CHAI RMAN | GNATI US:  That's fi ne.
MR. PERESS. Thank you. | would
li ke to engage in a discussion about Public
Servi ce Conpany of New Hanpshire's pl anni ng
wth respect to environnental requirenents.
woul d I'i ke to pass out a data response for
Wtness Tillotson to review, since she
prepared it. My | approach?
CHAI RVAN | GNATI US: Pl ease.
MR. SPEIDEL: And | presune this
wll be marked as CLF 7; is that correct?
MR PERESS: Yes.
CHAI RVAN | GNATI US: Thank you.
(CLF 7 marked for identification.)
Ms. Tillotson, if | understand your earlier
testi nony, you work on |egislative,
regul atory and environnental requirenments
and considerations with respect to PSNH s

generating fleet; is that correct?
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(By Ms. Tillotson) Yes.

And when you say "legislative,” do you nean
requi rements of statutes in addition to
regul ati ons?

(By Ms. Tillotson) | believe it's a termthat
we use sonmewhat generically to understand that
| egi sl ative i ssues becone regulation. So, to
the extent that they inpact the operation of
our plants, we certainly nonitor all of that
al so.

A statutory requirenent?

(By Ms. Tillotson) Hmm hnmm

Yes?

(By Ms. Tillotson) Yes.

And in this data response, Conservation Law
Foundat i on asked you about a nunber of
upcom ng envi ronnental regul ati ons and

requi rements. And you, on behalf of PSNH,
replied that, as part of its Least Cost

| nt egrat ed Resource Pl anni ng process, PSNH
does not prepare anal yses or scenari os based
upon regul atory rules or outcones; is that
correct?

(By Ms. Tillotson) Upon possible regulatory
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rul es or outcones.

How about for regulatory outcones that are
di ctated by existing statutes? Do you
prepare anal yses of such scenari os?

(By Ms. Tillotson) To the extent that the
obligation and the conpliance requirenent is
clear and we can conplete an analysis with
enough of the inputs known, then we woul d nove
f orward, because we woul d use the conpliance
period identified in that statutory

requi rement to anticipate full conpliance by
what ever the required date is.

Ms. Tillotson, would you turn to Page 154 of
PSNH Exhi bit 1, please.

(By Ms. Tillotson) Yes.

And starting with the section that's
entitled "Section 316(b), Wthdrawal of
Cooling Water," this section of the plan
contains a discussion relating to the

requi rements of Section 316(b) of the d ean
VWater Act; is that correct?

(By Ms. Tillotson) Yes, it does.

And t he begi nning of the discussion tal ks

about a Phase Il rule and sone uncertainty
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relating to that Phase Il rule; is that
correct?

(By Ms. Tillotson) Correct.

Are you famliar with the | anguage of
Section 316(b) of the Clean Water Act?

(By Ms. Tillotson) CGenerally. W do have
peopl e on staff that that's their specialty.
But we're famliar wth the discussion, yes.
Subj ect to check, would you agree that
Section 316(b) of the Cl ean Water Act

requi res that cooling water intake
structures reflect the best technol ogy
avai l able for mnim zing adverse

envi ronnent al i npact?

(By Ms. Tillotson) Yes.

Do you know whet her EPA' s i npl enentation of
t hat requirenent depends whet her or not --
excuse ne. Strike that.

Do you know whet her EPA' s i1 npl enentation
of that requirenent depends on whet her the
Phase Il rule referred to in the plan is
finalized?

(By Ms. Tillotson) You will have to say that

again. |'mnot quite sure -- you corrected
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yoursel f, and now |I' m confused what your
question is.

MR. PERESS: Madam Chair, is it
okay if the court reporter rereads the
question or --

CHAI RVAN | GNATI US: Wiy don't
you just restate it.

BY MR PERESS:

Q Do you know whet her EPA' s i npl enentation of
that statutory requirenent is dependent on
whet her the Phase Il rule referred to in the
plan is finalized?

A (By Ms. Tillotson) The obligation exists, and
we're | ooking for clear direction fromthe
rul e- maki ng.

Q |'msorry. Did you say the obligations
exi st i ndependent of the rul e-making, but
you're | ooking for direction?

A (By Ms. Tillotson) No, | -- what | attenpted
to say is that the Clean Water Act |ays out a
plan, and within that, EPA and the State
provi des i npl enentation requirenents
associated with that. And | believe that what

we're waiting for is clear guidance on the
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i mpl enentation requirenents specific to our
pl ans.
Do the requirenents of Section 316(b) that
we just di scussed depend on soneone
provi di ng you that guidance, or do they
operate i ndependently?

MR. EATON:. Are you asking for a
| egal concl usi on?

CHAI RVAN | GNATI US: M. Peress,
M. Eaton asked is this seeking a | egal
i nterpretation.

MR. PERESS: Thank you, Madam
Chair. M. Tillotson, | believe, stated that
she is the techni cal business nmanager and
wor ks on regul atory and environnental issues.
| " m aski ng her whet her she knows whet her the
i mpl enentati on of 316(b) depends on that
gui dance that she inmplicitly or explicitly
said would cone out in rules.

CHAI RVAN | GNATI US: You nmay
answer the question.
(By Ms. Tillotson) And ny response was trying
to avoid sone of the confusion that occurs

when we play with words. | was sinply
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clarifying that there is a Cean Water Act

t hat we understand exists. It sets up the
paraneters for which we can get additional

gui dance from both EPA and DES, and t hat
results in our NPDES permts that we then
satisfy. ddearly, we use our NPDES permts as
our ultinate guidance as to how any parti cul ar
unit or facility would satisfy the

obl i gati ons.

BY MR PERESS:

Q

Do you know whet her Section 316(b) is

i mpl enented as part of your NPDES
permtting?

(By Ms. Tillotson) It wll address 316(b) --
wi |l be captured and addressed in our NPDES
permts.

So you are aware that the requirenent for
best technol ogy avail able for cooling water
i ntake structures to mnimze adverse
environnental inpacts is inplenented within
your NPDES permt; correct?

(By Ms. Tillotson) Yes.

Now | ' m goi ng to paraphrase sone of the

testinony of M. Snagula earlier. So, M.
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Smagul a, pl ease feel free.

You said that PSNH had conducted nunerous
studi es | ooking at fish inpacts and ther nal
i npacts, and those studies | ed the Conpany to
believe that there is no harmoccurring; is
that correct?
(By M. Snmagula) PSNH contracted with a
consulting conmpany to consult to conduct those
studi es, and that, yes, the concl usion of
t hose studi es provided that analysis. Yes.
And so, in response to M. Cunni ngham s
question, you then stated that it was not
necessary for you to plan for a cooling
water -- for cooling towers because your
studi es indicated that there was no harm
occurring; is that correct?
(By M. Smagul a) yes.
Can you, M. Snagula, please turn to
Page 155 of the plan.
(By M. Snmagula) | have it.
And the third to the | ast paragraph within
the plan -- and I"'mjust going to read it
for purposes of the record. "At this tine,

a high degree of regul atory uncertainty
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remai ns, and PSNH cannot predict the
outconme. PSNH could be required to take
certain actions determ ned to be potenti al
best technol ogy avail able for Merrinmack
Stati on based on cost, biological benefits
and risks ranging frominstalling an

i mproved fish return systemw th additi ona
nmonitoring requirenents to investing in
wedge-wi red screens wth upgraded fish
return systens.” |s that what it says?
(By M. Smagul a) Yes.

Now, woul d either of those technol ogi es be
necessary if PSNH was not causi ng any harn?

(By M. Snagula) There continues to be

72

obligations that we have in order to institute

newer and better inprovenents to systens that
we have installed. For exanple: A fish
return systemis based on the fact that we
have screens that do not allow fish to be

I npacted, as we are sitting on a river. The
t echnol ogy invol ves such that there are

i nprovenents to these screen systens, and
screen systens do capture fish and provide an

opportunity to return fish to the river.
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| nprovenents on the fish return systemare, in

essence, providing a gentler, easier nethod of

return of these fish to the river in order to

continue to inprove to avoid any inpact to the

fish. So, yes, there may be a need to do

things that are noving in the appropriate

increnental direction to inprove our

co-exi stence with the envi ronnent.

Q And so if | put that sinply: The planning

conducted as part of Exhibit 1 acknow edges

that, in order to neet the best technol ogy

avai |l abl e requi renent of Section 316(b) of

the Cean Water Act, it's possible that you

m ght be required to install an inproved

fish return systemw th additi ona
nonitoring requirenents or to invest in
wedge-wi red screens wth upgraded fish

return systens; is that correct?

t hi ngs that coul d occur.

the range of things that could occur?

(By M. Snmagula) | think that's the range of

Do you think that cooling towers are within

(By M. Smagula) No, | think ny response to

questions in the past on that nake it cl ear
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that that is not sonething that we think is
wthin the range of things that could occur,
based on the data and our analysis of the

dat a.

Q And so you didn't plan for it; is that

correct?
(By M. Snagula) Correct.

MR. PERESS: WMadam Chair, 1'd
| i ke to pass out one | ast exhibit, please.

CHAI RVAN | GNATI US:  All right.
So we will mark for identification --
actually, before we do that, M. Peress, can
you give us just a brief explanation of this
docunment which has "Draft" on it, what it --
where it's fromand what it purports to be?

MR. PERESS. Yes. Thank you,
Madam Chair. Public Service Conpany of New
Hampshire has a renewal permt application
pendi ng at EPA for its NPDES permt. On or
about Septenber 23rd, 2011, U.S. EPA proposed
that renewal permt, and that's what | just
passed out.

CHAI RVAN | GNATI US: And what' s

the rel evance to the 2010 Least Cost Pl an?
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MR. PERESS. |If you | ook at the
docunent, right on the front page it says that
this permt supersedes the pernmt issued on
June 25th, 1992. Maybe | could ask PSNH s
wtness if they know when that renewal permt
application was filed so that we can get sone
rel evance to the plan

CHAI RVAN | GNATI US: W'l | nmark
it for identification as CLF 8.

(CLF 8 marked for identification.)

CHAI RVAN | GNATI US: "1l give
you a question or two. But again, this isn't
about conpliance with DES regulation. This is
about pl anni ng process.

So, with that, M. Eaton, yes?

MR. EATON: Yes. And also, it
was i ssued after the plan was filed, and well
after the plan was filed. And | think that if
we coul d have that one question about when we
applied for this permt, that would give you a
better idea of why this is not rel evant to our
pl anni ng process in 2010.

CHAI RVAN | GNATI US:  All right.

M. Peress, if you can give us sone relevance
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toit in a question or two, we'll consider it;

ot herw se, nobve on.

BY MR PERESS:

Q

A

M. Smagul a, do you know when you applied
for NPDES permt renewal that's addressed by
this draft permt?

(By M. Snmagula) | think the regul ation
statenent above it nakes it clear that it has
to be -- it expires in five years fromthat.
So our renewal permt application was done
wthin five years after the 1992 date. |
believe it was done in 1997.

So, sonetine in 1997 you filed a renewal
permt application, and it was pending while
you were putting together the plan that is
Exhibit 1; is that correct?

(By M. Large) Repeat that question?

That renewal permt application filed in
1997 was pendi ng while you were preparing
your plan and while you were planning as per

PSNH Exhibit 1; is that correct?

(By M. Smagula) It was pending at the tine of

this Least Cost Plan application, yes.

(By M. Large) And if | may add, simlarly

76
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pending at the tine of PSNH s June 30th, 2005
Least Cost Plan, and simlarly pending as of
Sept enber 28th when PSNH fil ed the previous
Least Cost Pl an.

And i ndeed, you've addressed in your plan
the fact that your NPDES permt application
was pending and that a 316(b) best

t echnol ogy avail abl e revi ew was ongoi ng;
isn't that correct?

(By M. Smagula) | don't recall that
statenent. \Were are you...

Actual ly, strike that, please.

We' ve al ready reviewed the provisions of
the plan that discuss your planning with
respect to the BTA requirenents under 316(b),
and we've already reviewed the fact that those
requi rements were pending in a renewal permt
filed in 1997 that was still outstandi ng
during the planning period; is that correct?
(By M. Snmagul a) Yes.

And the plan -- can you please turn to
Page 27 of 29 of what has been narked as CLF
Exhi bit 8.

(By M. Snmagula) | have that page.
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And there is a Section E that is entitled,
"Cooling Water | ntake Structure Requirenents
to Mnimze Adverse I npacts From | npi ngenent
and Entrainnment”; is that correct?
(By M. Smagul a) Yes.
And Ms. Tillotson, that would be the section
t hat addresses the requirenents of Section
316(b) of the Cean Water Act that we were
just discussing; is that correct?
(By Ms. Tillotson) Correct.
And can you tell nme what EPA' s draft permt
says wth respect to best technol ogy
avai |l abl e in Subsection A under No. 17

MR, EATON: | don't think we've
established the relevance yet. This is after
the fact. It says sonething that happened
after the plan was filed and doesn't go to the
question of what was in their planning process
at the tinme. Again, you know, if the plan
were to be updated every tine sonething el se
happened, we woul d never even get to a
hearing; we'd continually be updating the
plan. W haven't established that this is

relevant to what was going on at -- in the
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sumer of 2010, as far as our planning was
concer ned.

CHAI RVAN | GNATI US: Could I just
ask a clarifying question? D d I
m sunderstand? | thought that CLF Exhibit 8
was sonet hing that was submtted in 1997. Oh,
this -- oh, this, 8, is in response to
sonet hing submtted in 1997. Al right.

MR. PERESS: That's correct.

CHAI RVAN | GNATI US:  And did we
ever get a date on when the response was
I ssued?

MR, PERESS: |t was on or about
Sept enber 2011. But Madam Chair, the point
here is that Public Service Conpany of New
Hanpshire, in their planning docunents,
di scussed these requirenents, and di scussed
these requirenents in the context of potenti al
best technol ogy available with respect to
their pending permt application, with the
under standing that this requirenent applies to
the facility. However, they didn't plan for,
as they've admtted, or discuss the

possibility that that pending permt
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cooling towers. All of that was pendi ng
during the -- while this plan was being
prepared and during the pendency of this plan.
And nobody' s denying that.

CHAI RVAN | GNATI US: | think
we're tal king about two different things. M.
Eaton's concern is that you can't update the
pl an every tine sonethi ng new happens. But I
take it that's not your point, M. Peress.

MR. PERESS: No, it's not ny
poi nt .

CHAI RVAN | GNATI US:  You' re not
asking themto update the plan. You' re asking
to what extent did the --

MR. PERESS: Pl an consider the
possibility that cooling towers woul d be
required.

CHAI RVAN | GNATI US:  You' ve asked
t hat nunmerous tines, and the answer was that
they didn't think it was necessary. So what
el se are you aski ng?

MR PERESS: Now |'m

denonstrati ng that EPA has proposed cooling
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towers for the facility, in response to their
1997 permt application, which they didn't
plan for. And if you would | et ne continue,
Madam Chair, we can get to what sone of the
inmplications are to Least Cost Planning with
respect to ratepayers inpacts, which wll be
qui ck.

CHAI RMVAN | GNATI US:  Well, if the
purpose is to show that you think the planning
practice wasn't very good because it didn't
take into account sonething that perhaps is
now requi red, we can establish your view of
that. It's all of the details about what the
current permt nay or may not say is what |'m
concerned about, because that is the point of
what this proceeding is.

MR. PERESS: And the current
permt has not been issued. So EPA has
proposed a decision on that 1997 permtt
application that requires themto spend
$100 mllion or nore for cooling towers,
al beit as a proposed decision that is
currently being reviewed and has been

subjected to comment. But the point is that
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this is what EPA has proposed with such

rat epayer inpacts in response to their
application. And they obviously didn't plan
for it, by their own adm ssion.

CHAI RVAN | GNATI US: One nonent.
M. Eaton.

MR. EATON. The bi ggest word on
the page here is "draft.” PSNH submtted
coments, which were 230 pages of actua
comment s, and about 8- to 10, 000 pages of
reports and studi es that have been done since
the plant was built. It has been supported by
a group of industry-w de representatives of
simlarly situated utilities who have al so
submtted separate coments. This is the very
begi nning of this process. And as we have
testified again and again, we don't think
that's an outcone that's |likely to happen
until the end of the process. And to
cross-examne that this is in a sense what's
going to happen is not relevant. It's --
we're litigating the cooling towers case here.

MR. PERESS: Madam Chair, if |

may, |'m not suggesting that this is what the
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outcone is. I'monly suggesting that a
reasonabl e pl anni ng procedure and process
woul d have entail ed consideration of what EPA
has i ndeed proposed in response to the permt
application that has been pendi ng since 1997.

CHAI RVAN | GNATI US: Wwel |, |
t hi nk you' ve asked that, and the Conpany said
they didn't think that was sonething to take
i nto consi deration. You obviously disagree
wth that. Can we -- isn't this really what's
your cl osing argunent?

MR. PERESS: It is, but only to
the extent that I'"'mallowed to put evidence on
t hat says they should have considered it by
virtue of the fact that EPA has proposed that
it be the technology in response to their 1997
permt application which was pendi ng during
t hei r pl anni ng process.

CHAI RVAN | GNATI US: Wl |, M.
Eaton just laid out that this is sonething
that is a proposed finding. |It's under
di spute. There's a long |life ahead for it. |
t hink we can accept, for the record, that

there is a request. |If you can do it in one
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or two questions, that's fine. But we are not
going to spend the afternoon tal king about
what the EPA may or may not be doi ng on
cooling towers. That's not what this
proceedi ng i s about.

MR. PERESS: And nor would |
ever suggest that it is, Madam Chair. |I'm
only suggesting that planning for a statutory
requi rement for BTA should entail
consi deration of cooling towers in the costs
associ ated with cooling towers.

CHAI RVAN | GNATI US: Coupl e

questi ons.

BY MR PERESS:

Q

Ms. Tillotson, would the cost of cooling
towers be significantly larger than the cost
of an inproved fish return system or

i nvestnents in wedge-wired screens?

(By M. Snmagula) If you don't mnd, Il
respond. The cost of cooling towers woul d be
| arger, yes, if they were ultimately required
to be install ed.

And M. Smagula or Ms. Tillotson, are you

famliar with any other power plants in New
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Engl and that EPA has required to install
cooling towers as part of their 316(b)
conpliance within a NPDES permt?
(By M. Smagula) I'mnot sure | know the
answer to that question. | do know that there

have been sone cooling towers installed at a
generating facility in Massachusetts.
Is that the Brayden Point facility?
(By M. Smagul a) Yes.
Thank you.
MR. PERESS: | just have one
nore question, and it doesn't relate to
envi ronnent al i ssues.

CHAl RMAN | GNATI US:  That's fi ne.

BY MR PERESS:

Q

M. Large, can you turn to Page 42 of the

pl an, pl ease?

(By M. Large) | have Page 42.

At the top of that page which relates to the
CORE energy efficiency prograns, it states,
and |' m paraphrasing, that the average cost
of kilowatt hours avoided was 2.4 cents
during the lifetine of the CORE prograrnms.

Is that a correct sunmmary?

10- 261} [ AFTERNOON SESSI ON ONLY] {04-04-12 - DAY 1}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

Q

86

(Wtness revi ews docunent.)
(By M. Large) Not conpletely. Wat that says
is that the average cost associated with
PSNH s neasures on a lifetinme kil owatt-hour
basis is 2.4 cents.
And PSNH s energy services rate at the tine
that plan was filed was sonewhere in the
area of 9 cents per kilowatt hour; is that
correct?
(By M. Large) Subject to check. | don't have
the exact figure as | sit here now.
Woul d you concl ude, as part of your planning
process, that avoi di ng consunmpti on has
| owered cost than actually neeting supply
t hrough your generating assets?
(By M. Large) To alimt it is, on an
i ncrenental basis.
Do you think there's opportunity to expand
your energy efficiency programto save the
rat epayers noney?
(By M. Large) That's the purpose of the
energy efficiency program section of the Least
Cost Plan as fil ed.

l"msorry. | didn't --
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(By M. Large) That's what our docunent here
says.
That there are opportunities --
(By M. Large) Yes.
-- to expand prograns.
MR. PERESS. Thank you very
much. No further questions, Madam Chair.
CHAI RVAN | GNATI US: It's ten
after three. | think we should take a short
break. Let's go off the record a nonent.
(Di scussion off the record)
CHAI RVAN | GNATI US: Wiy don't we
take a break for 10 m nutes.
(Wher eupon a brief recess was taken at
3:12 p.mand resuned at 3:28 p.m)
CHAI RVAN | GNATI US: M. Peress,
were you finished? 1 lost track.
MR PERESS: Yes, | am
CHAI RVAN | GNATI US:  Ckay. Thank
you. Then | think we nove to Ms. Hol | enberg.
MS. HOLLENBERG  Yes. Thank
you. | have no questions.

CHAl RMAN | GNATI US: M. Spei del .
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CRCSS- EXAM NATI ON
BY MR SPEI DEL:

Q All rightie. |If we can begin, and | think

in general terns we'll be directing these
questions to M. Large. |'msure he can be
assi sted as necessary. But we'll be turning

to Page 55 of PSNH Exhibit 1.

A (By M. Large) | have that, M. Speidel.

Q Very good. Now, there's an exhibit here, a
table, that's marked as Exhibit 1V-8 that
reads, "Market Potential By Custoner
Sector." Do you see that, M. Large?

A (By M. Large) | do.

Q Ckay. Now, can you confirmthat the colum
mar ked " Residential Annualized Savi ngs" in
Exhibit 1V-8 with figures in negawatt hours
does not incorporate the MVBtu savi ngs from
expendi tures on residential non-electric
prograns? Now, that's a little bit of a

mout hful , but | can ask the question again.

A (By M. Large) | can confirmthat that is the

case.
Q Ckay. Very good. Thank you.

Now, could you also confirmthat the

10- 261} [ AFTERNOON SESSI ON ONLY] {04-04-12 - DAY 1}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

residential program expenditures shown in the
first colum on this Exhibit 1V-8 includes
expendi tures on non-electric prograns?
(By M. Large) | amconfident that that is the
case as well.
Ckay. Now, given that the Residenti al
Pr ogr am Expendi ture col um i ncl udes
accepting on non-electric prograns, while
t he col umm headed "Residential Annualized
Savi ngs" does not include non-electric
savi ngs, would you agree that the reasons
for the difference between the projected
increase in expenditures and the projected
increase in savings -- at the top of Page 55
you have these three bullet points there
di scussing this -- should have referenced
non-el ectric prograns as wel | ?
(By M. Large) I'd like to have a nonent to
review that material, please?
Sur e.

(Wtness revi ews docunent.)
(By M. Large) It would be conpletely accurate
to refer to the savings as you identified as

bei ng el ectric savings only.
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Thank you. Well, there's one nore question
on this line. Let's turn to Exhibit IV-19,
and that would be on Page 66, | believe.
Yes, that's correct.

(By M. Large) | have that page.

Very good. Now, this -- now let's take a

| ook at the Market Potential row, the first
row there. Could you please clarify whether
the Net Present Value columm for TRC, which
is shorthand for total resource cost
benefit, which is nmarked as $404, 471, 604,

i ncl udes the dollar benefit of fossil fuel
costs avoi ded by non-el ectric prograns?

(By M. Large) | would have to do -- subject
to check, say that is included.

Thank you. Very good. No further questions
from Staff.

CHAI RVAN | GNATI US: Thank you.
Conmmi ssi oner Harri ngton.

CVBR. HARRI NGTON:  Ckay. I''m
going to give ny questions to the panel.
Whoever feels nost confortabl e answering them
woul d probably be best.

(By M. Large) We appreciate that. Thank you.
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| NTERROGATORI ES BY CVSR. HARRI NGTON:

Q

A

In | ooking at future, one of the things you
need to look at is |load growh, or what you
expect the load to be in the future in your
servi ce area under the -- what's the. ..
under 378, it tal ks about forecast of future
el ectrical demands for utility service area
is one of the things you need to address.
How have you i ncorporated the energy

efficiency forecast |ooking out into those

91

projections for that into this plan? Wat |I'm

| ooking for is, you know, recently on the
regi onal |evel, |ISO New Engl and has now t aken
energy efficiency forecasts into their | oad
grow h forecast for needs assessnent, such as
t he one that was just done on New Hanpshire

and Vernont for transm ssi on needs.

So, is there a simlar-type thing done by

Public Service in this plan to show t he
reduction in or the change in their future

el ectrical demand based on the inplenentation
of the energy efficiency, including demand
response?

(By M. Large) Yes. Yes, there is.
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Just as a point of background, if you

| ook at the requirenents of the |aw for

Least Cost Resource Pl ans, there are several

bulleted itens that fall in sequence. And

we've attenpted to actually chapter our

pl an

to conport wth those requirenents, to nake

it as easy as possible to foll ow al ong.
if you were to | ook at Section 3 of the
pl an, starting at Page 13, and then
specifically Page 22, Exhibit I11-4,

Conservati on/ Load Managenent, you woul d

And

see

how we have factored into our | oad forecast

that we build up. W subtract fromt hat
val ues that are shown in that table to
account for conservation/| oad managenent

contenpl ated in the plan.

wanted to get straight is this idea of

di spatch and cost. And maybe this is

t he

Q Ckay. Thank you. Just one of the things |

probably you, M. Errichetti. There was a

| ot of discussion on this. And see i f |

got this straight.

've

On the day-ahead narket, PSNH woul d know

what the going-forward cost of their assets
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woul d be. They would be able to figure that
out based on fuel cost and other things, and
then they would bid into the market based on
that on the day ahead, and they either woul d
or wouldn't clear, based on the clearing
price.

(By M. Errichetti) Generally speaking, yes.
W | ook at -- when you say the "goi ng-forward

cost," you're referring to the vari abl e cost.
Vari abl e cost, | shoul d say.

(By M. Errichetti) Yes.

So, on a daily basis, the plans either do or
do not run based on that vari abl e cost

versus the clearing of the day-ahead market
in a given hour

(By M. Errichetti) In a general answer, the
answer i s yes, there are operational
considerations that sonetines can dictate the
unit running or not running. Sonetines you
have fuel supply concerns that can override
the economics. But in the main, generally
speaking, it's the econom cs.

But | think what you were saying earlier was

that you would be wlling in certain hours

93
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of the day to run, even though you -- |

guess, call it self-schedule -- you woul d

run even though you were not econonically

di spat ched, because cunul atively over the
24-hour period it would be cheaper to run

for all 24 hours than to run for, let's say
8, shut down and then start back up, because
of the cost associated with shutti ng down

and starting up?

(By M. Errichetti) Yes. That, plus there

m ght -- you m ght have only been on econoni c
for, like say five hours, but your mn down is
eight. So there's also be three hours of
econom c operation getting into that
calculation. But you're exactly right in your
general descri ption.

And it's your contention that when you neke

t hat deci sion, the associated cost of the
rate base that the plan's in really doesn't
make a difference as to the economc
viability of the plant running on any
particular day; it's sinply those variable
costs.

(By M. Errichetti) Yes.
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All right. Just want to nake sure we got
that straight. And there was a | ot of

di scussi on about naking the assunption, |
think it was on Page 31 of the plan, that

the plants would run in, quote, basel oad.

Can you define "basel oad" for ne?

(By M. Errichetti) Wll, for purposes of the
pl an, we define "basel oad" as full potenti al
out put | ess mai ntenance, | ess forced outage
assunption. And the forced outage assunption
was based on historical patterns.

So, given that you're | ooking at the

classic, what | would call a baseload --

| i ke a Seabrook is a basel oad, where their
goal is to turn the plant on and have it run
for as long as they can, subject to

mai nt enance out ages.

(By M. Errichetti) Yes.

So, what woul d be the capacity factor in a
basel oad node for these plants?

(By M. Errichetti) Well, | can defer to you
guys. | would say 80s to 90s.

(By M. Smagula) On an annual basis, it would

be in the 80s and | ow 90s for our coal plants.
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So, 85 to 90 percent, approxinmtely, would
be --

(By M. Smagula) It depends on pl anned out ages
and unpl anned outages. But it could be as
high as that. It could be in the 80s,
dependi ng on the year

And when was the |l ast year that it ran --
runni ng woul d be defined as a basel oad
maki ng those requirenents. And if it was
because -- let's say it ran at 78 percent
because it was an extended outage due to --
| don't know -- two failures in the boilers
that you had to fix or sonething like that,
but when it ran -- the plan was to run at
basel oad, and it ran a hundred percent of
the time, with the exception of naintenance
and forced out ages.

(By Ms. Tillotson) 2008, there were no
econom c reserves, which I think is another
way of saying it was runni ng basel oad. And
the capacity factor would vary based on al
the things we've tal ked about. There were
m ni mal reserve outage tines in 2009, nost

typically reflective of a | ong weekend, sone
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ki nd of circunstance where you start to see
some Schiller units. And then it woul d have
been 2010 where we first saw a nore obvi ous
econom c reserve due to, you know, nuch |ike
what we tal ked about today.

Ckay. So, in 2010, or the tine of the

subm ssion of the plan, the plant was -- the

coal plants were going under a --

transitioning from basel oad plants to naybe

internedi ate-run plants, or plants that

weren't economcally dispatched all the

tinme.

(By Ms. Tillotson) Correct.

Ckay. And that |lowering of the capacity

factors during the, let's say the 2010 year,

that would still have incorporated the tines

when you ran for a few hours a day that were

uneconom cal because it was overall nore

economcal to run than it was to shut down

and start up.

(By M. Errichetti) Yes.

Ckay.

(By M. Errichetti) And just to clarify Ms.

Till otson's answer a second ago, in 2010, it
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wasn't clear to us that gas prices were goi ng
to continue to go down. So | don't know if
you can just take 2010 and say, ah-ha, they're

now peak or internedi ate.

Q Well, that brings ne right to ny next

question. How conveni ent.

What was Public Service's assunption for
natural gas prices for the two years after the
deadline for this plant as of 9/30/107?

(By M. Errichetti) For purposes of preparing
the plan, we didn't | ook at energy prices or

gas prices.

Q Make sure | got that correct. For purposes

of preparing the plan for |east cost

pl anning for the next two years in the

future, you didn't | ook at projected energy

or gas prices?

(By M. Errichetti) Well, in the Least Cost
Plan -- ny area of interest in the plan is
estimati ng the ES purchase requirenent and how
we woul d go about satisfying that requirenent.
And in going from 2009 to 2010, as a result of
the ES rate setting and the reconciliation

dockets, we were noving to a nore just-in-tine
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type of purchase strategy for filling that
gap. So we really --
Excuse ne one second. Wen you say
"just-in-time purchase,"” you're tal king
purchase of fuel ?
(By M. Errichetti) Energy.
Purchase of energy. Ckay.
(By M. Errichetti) W were noving away from
purchasi ng a hundred percent of our
forecasted -- we use the word "gap"” in the ES
rate setting, where you' re neasuring the
di fference between your expected generation
and your expected | oad.

When we were preparing this plan, we
did sensitivities on mgration. And when
you | ook at increased mgration, you're
| ooki ng at reduced purchase requirenents.
If you assune | ess mgration, you're | ooking
at fewer purchases. And increased or
decreased generation just sw ngs that
purchase requirenent. Since we were noving
frombuy it a year ahead, buy it two years
ahead, to buy it much closer to the tine of

need, sone of that forecast wasn't needed in
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preparing the plan or in describing the plan

process.

Q And |''m assuning you' re aware that the

mar gi nal price in the day-ahead real-tine

energy nmarkets is alnost all the tinme --

not

all the time, but a very high percentage of

the tine set by natural gas plants?
(By M. Errichetti) There's a very high

correlation in New Engl and.

not | ook ahead for the price of natural

over the next two years, how can you

Q Sol'"'ma little befuddled here. |If you do

gas

possi bly plan on how much coal to buy, for

exanpl e? Because w thout know ng that -

w t hout making a projection of how the --

what the clearing prices will be, which are

based on the price of natural gas, how are

you able to determ ne how often your coal

plants will run, so that you can buy fuel,

you know, adequate to supply thenf

we actually have the bul k of our coa

(By M. Errichetti) As the situation stands,

purchases already lined up relative to their

di spat ch.
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But to answer specifically, if we were

goi ng out and | ooki ng at expendi ng our coal

pur chase comm tnents, that is when we woul d

| ook at the econom cs of the coal units and

deci de whether to buy coal or not, conpared

to the forward energy prices.

this plan?

(By M. Errichetti) Correct, that was not

Q But you don't put that analysis as part of

part

of this plan. It is a part of our process.

It's just not sonething that was incorporated

explicitly into this plan.

Q Ckay. Let's look at a coupl e other things

then. Getting to the magration area, that

seens to be a -- that cane up. Sounds |

you said you ran sone sensitivities -- |

ke

believe it's also on Page 31 of the report,

where it tal ks about mgration | evels at

zero, 25, 31 and 40 percent. |Is that from

the present level, or is that absol ute
from-- was does that exactly nmean? |Is t

a change from 9/ 30/ 107

hat

(By M. Errichetti) That's an absol ute val ue.

In other words, it's not increnental from
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where we were. Those are absolute total
m grati on anounts.
And what was the mgration anount in
absolute terns on 9/ 30/ 10 when the plan was
subm tted?
(By M. Errichetti) Approximtely 31 percent.
About 31 percent. Ckay.

So, for purposes of | ooking at
assunptions, | guess is what -- scenario
assunptions is what they're called -- you were

sitting at 31-percent mgration |level, and you
chose to | ook at 25-percent and zero -- i.e.,
energy service custoners returning back to
Public Service in two scenarios: One was to
keep exactly the sane, and one was to have the
mgration |l evel go up to 40 percent, or

i ncrease by 9 percent. Am|1 reading that
correctly?

(By M. Large) Yes.

Now, as you | ook ahead over that tinme frane,
since it nakes it very difficult because you
didn't project anything to do with energy
service prices, so did you just -- | would

think this would be a direct correl ati on
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bet ween energy service prices, if they went
up hi gher than people could buy at other

pl aces, either through whol esal e or through

a third-party or whatever, that the

mgration | evel would increase. But since
you didn't project energy service prices,

how woul d you -- how did you nake those
assunptions? D d you just pick 40 percent
and say that's a good nunber to use?

(By M. Large) W examined it as an upper
limt. There's nothing that prevents the
actual value going higher than that. But I
can advi se that existing custoner mgration is
bel ow t hat upper bound. And we can have a

di scussi on about what our energy service rate
is versus what's available in the narketpl ace
conversation that | had with Attorney Peress
to that point. W're currently bel ow the

40- percent upper limt that we utilized in

this forecast.

Q Whien you say that you're currently bel ow,

meani ng today?
(By M. Large) Yes. For the past nonth

customer mgration was approxi mately
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35 percent.

Ckay. And maybe it was too early in the
process. But you didn't | ook at any costs
associ ated with the scrubber for Merrimack
because it wouldn't have cone on during your
two-year planning w ndow? |[|s that what

we' re sayi ng here?

(By M. Large) Costs associated with Merri nmack
are not included in the cost forecast shown
her e.

So | | ook at sone things, and your
projections go out five years, and sone of
them go out nore than that. And others go
out -- they don't really say. So, is

this -- the basis of this plan is what you
t hought was goi ng to happen at the end of
Sept enber 2010 t hrough the end of

Sept enber 20127

(By M. Large) Actually, it's a five-year

| ook- ahead.

So it's a five-year | ook-ahead. So at a
five-year | ook-ahead, since Merrimck
Station was nandated by |aw to cone online

during that tine frane, how cone there's no
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cost of Merrimack associated wth | ooking at
this?

(By M. Large) Cost associated w th dispatch,
or as M. Errichetti said, they're based on
vari able costs. And the scrubber has |imted
vari abl e cost inpact. So if our view was that
Merrimack Station was going to run before the
scrubber, it really shouldn't have changed
after the scrubber, from a dispatch

per specti ve.

Well, just staying right on that issue for a
second, when the scrubber conmes online, it's
going to have sonewhat of a parasitic | oad,
as well as costs associated wth maintaining
the scrubber. So you are going to see a

hi gher vari abl e cost associated with
Merrimack. And since it seens to be -- it's
not a cl assic basel oad plant that turns on
and runs alnost all the tine because it's a
price-taker and will be wlling to take that
li ke, say a wind plant would be, or a

nucl ear plant, there nust be tines when it's
pretty close to the margin. So any increase

inits variable cost would lead to it
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running less, | would think.

(By M. Errichetti) Everything you said
conceptual ly, directionally is correct.
Ckay. And so if we | ook at the cost,
getting back to the mgration | evels again,
we have sort of two things that feed off of
each other. You start out with mgration

| evel s because we have | ow gas prices which
are driving down the costs associated with
not only whol esal e, but residential rates
and other rates in New Hanpshire, and now
there's third-party people offering. That
will lead to at | east sone people swtching
and going to soneone el se to be an energy
supplier. And what | heard is, and |'ve
read in here, as custoners mgrate, what
happens is the energy supply as they nove to
a different energy supplier, your fixed cost
associated with the generating plants is
then distributed over fewer custoners, which
t hen causes nore people to | eave, which
causes energy service rates to go up. Have
you done any planni ng about how you m ght

stop that spiral downward in this thing -- |
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wasn't able to find anything -- where energy
service rates drive mtigation, mtigation
drives energy service rates? Do you have a
plan to stop that?

(By M. Large) That's substantially and
conpletely the subject of what's referred to
as the "mgration docket" that's been before
t he Conmm ssion for about a year and a half.
And maybe | can sinplify things here. It
sounds a little bit as if you're taking this

| east cost planning not as an overall view

of the future for Public Service but as a
thing that, what, picks up everything that's
not covered by sone ot her docket only?

(By M. Large) The difficulty that we face is
that many of the topics that are discussed in
t he Least Cost Plan are discussed in many

ot her places. M best exanple is associated
W th conservation/l oad managenent, where the

| aw requires us to speak to those issues. But
| would say that the central place where C&M
deci sioning i s nade, where deci sions about
managenment of the CORE prograns on a statew de

basis occurs, is not in PSNH s Least Cost Pl an
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but in the CORE prograns docket. So this is
an attenpt to account for and recogni ze and
devel op a plan going forward for a five-year
forecast, five-year period, that cares for all
t he questi ons necessary to view our planning.
But the central discussion about many of these
topi cs does not occur in this docket, but
occurs nore specifically and nore focused on
t hings that conme before the Conm ssion.

Ckay. Just a couple nobre questions. It's
sort of -- | don't have the exact words in
front of me. But it's alnobst a boiler

plate. Every tine you were asked a question
about a potential result or potenti al
consequence of a new regulation or rule, it
was sonething like "PSNH does not prepare
anal yst" -- "does not prepare anal ysis or
scenari os based on possible regul atory
rules.” And | understand sone of these
rules can be a noving target. But for | east
cost planning, for | ooking ahead to the
future, doesn't it -- wouldn't it be prudent
to say, okay, here's sone scenarios we can

| ook at. We have to build a cooling tower,
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we don't have to build a cooling tower.
There's a lot of information that's been
publ i shed generically on the cost of

i mpl enentati on of the EPA MACT rul es, for

i nstance, at a coal plant. You wouldn't

have to go out and do your own anal ysis.

You could probably find that in a fairly
short period of tinme and say, okay, we're
going to run a scenari o, assum ng we have to
do sonet hing and put out the cost of that.
Wiy is it you just choose to say every tine
the rule isn't final, that you' re not even
going to look at it?

(By M. Snagula) Maybe | could comrent on
that. We didn't say we're not going to | ook
at it. Wiat we said is we have | ooked at it.
And we have indicated that, based on the

I nprovenents in the capital investnents nade
to our facilities over the |last 10 years, the
scrubber being the nore recent and | arger one,
NCRs in Merrimack, SNCRs at Schiller Station,
over-fired air systens in their conbustion
process at New ngton and at Schiller, | ow NOx

burners at Schiller and at New ngton Station.
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And there are a nunber of other things that |
coul d expand on that indicate that we have
been making i nvestnents to our facilities over
the last 10 years. And the summation and the
culmnation of all that puts us in what we
feel is a good position with all of these
mer gi ng regul ati ons goi ng forward.

So it's -- the response, | believe, is
correct, but it's based on the fundanental
position that, |ooking at all of these
enmergi ng regul ati ons, whether it's the
utility match or BART or others, there are
sone operational changes that we could
consider with regards to fuels, wth regards
to our operating paraneters. But we don't
envi sion any |l arge capital investnent in
spite of what a | ot of people may believe is
I mm nent .

And that's fair enough. But | guess | keep
| ooking at this boiler plate response that
shows up over and over again as part of the
Least Cost Integrated Resource Pl anning
process. "PSNH does not prepare anal yses or

scenari os based upon possible regul atory
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rules or outcones." So it sounds |ike
you' re sayi ng you have done sone anal ysi s.
(By M. Smagula) Well, we -- | think what |'ve

said is we've nade sone judgnments. W have a
| ot of experience. W know our facilities.
We're cogni zant of the enmergi ng regul ati ons.
So we haven't put a team of engineers in a
room and say prepare nme a 15-page docunent to
do that. W read the rules. W |ook at our
equi pnent. We | ook at sone other information.
And we know our equi pment. \Wen you | ook at
ot her studies, whether it be studi es by other
regi ons or the EPA or other gui dance docunents
that are collections of generic information
that indicate that certain units of certain
sizes that have certain potential em ssion
reduction needs will install a bag house, w |
install certain pieces of equipnent. W | ook
at the specific |anguage in the regul ati ons as
they exist, look at our facilities,
site-specific, and cone to what we believe is
a PSNH approach. W didn't hire an

engi neering conpany to do it because we're

famliar wwth it. So ours is tailored -- our
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opinions are tailored to our belief of the
future and the cost investnent.
And |1'm not doubting that all that was done.
It just seens when you keep answering over
and over again as part of the Least Cost
| nt egrat ed Resource Pl anni ng, that you don't
do it -- I"massumng it's not in this plan.
If you' re doing all that, why not take
credit for it and put it in the plan so
peopl e can see what your anal ysis was?
(By Ms. Tillotson) We certainly reviewed to
cone here today. And |I think one of the
recognitions we had is the utility and the
generati ng departnent were typically
conpliant. Strategy at the end of the day:
What is that conpliance tool going to be?
So when we think in terns of studies
and anal yses, it's because we have a rule
that's final. W have alimt. W have a
very specific obligation. And that's when
we woul d absolutely kick into kind of that
study node of what's the Least Cost Plan to
get us fromthe rule today to a

three-year -- end of three-year conpliance
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period. And that's what we're sayi ng we
didn't include here, because the tim ng of
so nmuch of this regulation was not tinely.
W woul d have been sort of chasing a noving
target. That is certainly very different

t han the day-i n-and-day-out review that our
team does to get a broad view that does not
result in all the spreadsheets, that | think
sonetines we woul d say there's the study
you're |looking for. But a qualitative

anal ysis is done on an ongoi ng basi s.

And to M. Snagula's point, we are at a
pl ace right now wth the investnent over the
| ast 10 or 15 years, and certainly the
scrubber at Merrinmack Station, put the
criticality of sone of these and the
conpliance period at a point where we didn't
have to go out and invest in a study. Sone
of that wll cone over the next two years as
sone of these rules are finalized.

Well, again, | understand that. But |'m
trying to -- what I'mtrying to conprehend,
| guess, maybe what you think the purpose of

this Least Cost Plan study is, because what
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it says in 378:38 is, "Pursuant to the
policies established under R S. A 378: 37,
each electric utility shall file a Least
Cost Integrated Resource Plan.”™ And then it
goes on to say those various bullets you
tal ked about. But 378 says, "The general
court declares that it should be the energy
policy of this state to neet the energy
needs of its citizens and busi nesses of the
state at the | owest reasonabl e cost while
providing for reliability and diversity of
energy sources."” And then it goes on from
t here.

How can you have a plan that shows t hat
you're going to neet the energy needs of the
citizens or businesses of the state at the
| onest reasonable cost if you're not
projecting energy service rates, if you' re not
projecting mgration custoner rates, if you're
not projecting future capacity factors of your
pl ants based on gas plants? |In fact, you're
not even projecting future gas plants which we
all agree sets the clearing price of the

mar ket in New England. | guess I'll | eave
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that as a rhetorical question.

And to finalize, | guess one nore
questi on which you may or nmay not answer,
dependi ng on your position. Do you feel --
does PSNH feel |east cost planning is
acconpl i shi ng anyt hing ot her than conpl yi ng
wth arequirenent to file a Least Cost Pl an?
Is it actually a tool that you'll go back to
wth this plan and say we're going to pul
this out every other day and | ook at it and
make deci sions and act accordingly? O is
this sinmply filing a report because there's a
requirenment to file a report?

(By M. Large) It sadly has very limted

val ue. And when we recognize that we're now
in April of 2012 with respect to a plan that
was filed in Septenber of 2010 -- and, as M.
Errichetti spoke, you know, it was really
constructed in June and July of 2010 -- its

i mport to decisions that we make real -ti ne,
many of the things that have been di scussed
about these environnental regulations that
have changed to be nore clear or |ess clear

subsequent to that point intine, it is a
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snapshot in tine that exam nes what we vi ew
the world to be at that point. But does it in
fact drive decision-nmaking? To a very limted

degr ee.

Q And | have one | ast question, | guess, and

that will be it.

In 369-B: 3, Authority to Issue Finance
Oders -- | don't knowwhy it's in this |aw,
but it is -- Section 1(A) says, From
conpetition day to conpletion of the sale of
PSNH s ownership interest in fossil and hydro
generati on assets |ocated in New Hanpshire,
PSNH shall supply all, except as nodified
pursuant to R S. A 374-F: 3, which is the
renewabl e portfolio standard, transition
service and default service in its retai
el ectric service territory fromits generation
assets, and, if necessary, through
suppl enent al power purchases in a nanner
approved by the Conm ssion.

|"mjust trying to reconcile that, having
read that and having heard the discussion
earlier today. As this appears, it says you

shall supply all the power from your
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generating. But it seens |like the practice

[ sic] has nothing on discouraging the
practice. But you |l ook and say what's the
nost economi cal way to provide it, which may
be through your generation or nmaybe not
runni ng a generation and buying it in the

mar ket at a cheaper price. AmI| m ssing
sonething, or is there a conflict with the | aw
on that?

(By M. Errichetti) Well, on the variabl e cost
side, | think we feel like we're conplying
wth the law. W are using our generations.
Even when it's not running?

(By M. Errichetti) Wien it's not economc to
run, that wouldn't be in the custoner's best
interest. So we have the generation. W're
clearly using the capacity. You know, we use
everything out of it that's prudent. And
then -- | don't knowif "prudent” is the right
word to use. Yes.

Well, maybe that's a subject for a different
one. But | was just curious with the idea
that this says "will supply all" and now we

know there are tines when -- and then it

10- 261} [ AFTERNOON SESSI ON ONLY] {04-04-12 - DAY 1}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

118

tal ks about, if necessary, through
suppl enental power purchase. And it appears
that "if necessary" is being read to nean if
necessary to get a better price. But that's
for a different day, | guess. | was just --
| thought I m ght have been m ssing
sonething in the law. But | guess it's not
t hat obvi ous.

CVSR. HARRI NGTON:  All right.
That's all | have.

CHAI RMAN | GNATI US: Commi ssi oner

Scott.

CMSR. SCOTT: You know, | can't
decide if | like going after M. Harrington or
not. | always wite all ny questions down,
and by the tinme he's done, |'ve gotten nost of

t hem answered. So --
CVBR. HARRI NGTON: Wel |, next
time we go the ot her way.
CVBR. SCOIT: It's a good thing.
| NTERROGATCORI ES BY CVSR. SCOIT:
Q Back to the intent of the IRP itself.
CGbviously, the statute says it has to be

filed at | east biannually. And again, |'lI
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start wth the sane caveat that Conmm ssi oner
Harrington did. Woever wants to answer is
fine wwth me. I'mnore interested in the
answer than who.

It has to be filed at | east biannually
and, ny understandi ng, use a five-year
pl anni ng horizon; is that correct?
(By M. Large) That is correct. That's
evol ved over the filing of the last three

i ntegrated | east costs we subm tted, including

t hi s one.
Well, that would inply to ne -- and don't
l et me put words in anybody's nouth -- that

that's kind of an ongoi ng, conti nui ng
process. Does that sound correct? O do
you just -- when do you start the next one

guess i s ny question?

(By M. Large) Well, if we were to base the
next filing -- our expectation of when the
next filing would be made, based upon the
Commi ssion's orders in the last two filings,

we woul d believe that the clock would start on
the next filing to be made two years hence

fromthe final order in this docket.
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So it's not a continuing process for you.
You basically, at sone point between now and
two years, in theory, start to pick up a pen
and pencil to start working on it?

(By M. Large) To prepare a filing of this
nature, that is correct.

Ckay. And again, going back to sone of
Conmmi ssi oner Harrington's questions, what --
how do you use this docunent? You prepare a
-- what does PSNH do with this docunent? |Is
this your planning docunment or -- let ne ask
that first.

(By M. Large) It is a planning docunent. |Its

purpose is to satisfy the requirenents of |aw,
first and forenost. It provides an
opportunity for our organization to | ook at

t he questions that are posed by the | aw and
give us tinme and inclination to consi der

i ntegration; make sure that we give due

consi deration the conservati on/| oad nanagenent
in an integrated fashion with operation of our
facilities; to look at, as we do on a

m nut e- by- m nute, day-by-day, year-by-day

basis, but take a little bit longer view with

10- 261} [ AFTERNOON SESSI ON ONLY] {04-04-12 -

DAY 1}



© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

121

respect to REC obligation and how we're

pl anni ng on purchasi ng RECs and nmake deci si ons
about that. So it's a pause that causes us to
exan ne a sonewhat |onger tine horizon than is
typically the case because our cycles are
going to be predom nantly one year to two
years.

So, followng that, is there a -- | can
under st and, obvi ously, you have a statute,

and the statute says do certain things. So

| understand that's what you would do. |Is
there a parallel planning docunent that PSNH
uses for long-termplanning that's not this?
(By M. Large) W have a budget pl anning
docunent, kind of a corporate strategic

pl anni ng docunent, that exam nes where we nmay
be going directionally as PSNH or a subsidiary
of the Northeast Uility System but nothing
that is, I wll say, as vol um nous or

conpr ehensi ve as what's provi ded here.

Ckay. Thank you. Also within the plan, for

i nstance, for, if | renenber right,

m gration, you use a range. Qoviously, you

don't have a crystal ball. So I saw the
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zero to 40 percent figure in there for

demand. Again, | understand you don't have
a crystal ball. So you have a range in your
planning, if | remenber, in the |IRP docunent
itself.

(By M. Large) That's what we submtted, yes.
And agai n, going back to the earlier
di scussion, but for -- and | do understand
there's a noving target, especially for
environnental regulation and | aw and courts,
et cetera. But why in those cases where you
have an uncertainty you put a range, but yet
for environnental conpliance you don't have
a range that | see in the docunent?
(By M. Large) If | can just consult with M.
Smagul a for just a second? My 17?

(Di scussion off the record)
(By M. Large) So, while the previous
conversation was going on with M. Snagul a and
Ms. Tillotson, | jotted down sone thoughts. |
think whether it's been plainly said or
clearly said in the plan, | think it is
appropriate for PSNH to identify that we have

no plans to nmake significant investnents to
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meet undefined environnental requirenents as
a -- as we interpreted those environnent al
requi rements in July, August, Septenber of
2010. On the judgnent of M. Smagula and Ms.
Till otson, and our assessnent, we do not
foresee the need for mgjor capital
i nvestnents, major investnents to achi eve
conpl i ance.

And | would add, if we | ook at our
hi story of conpliance, and follow ng a very
simlar path for decision-nmaking and
pl anni ng, i n quotes, okay, | believe the
Conpany has denonstrated a very hi gh degree
of success of conpliance, of fulfilling the
obligations of |aw and rule as they becane
known. And we believe that we will continue
that path of success. But the judgnent nade
when this plan was filed is that there were
not going to be the need for nmjor capital
investnents. It's a plan as opposed to, if
you wi I I, thinking or nusing or specul ati ng.
We' ve defined very narrowy what our
expectations are, and it is that we will not

need to nmake major capital investnents. |
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turn to ny friends to correct how | phrased
t hat .
CMSR. SCOTT: That's all. Thank
you.
CHAI RVAN | GNATI US: | have a few
questi ons.

| NTERROGATORI ES BY CHAI RVAN | GNATI US:

Q

M. Large, your conment, which was very
forthright, and | appreciate, is that the
Least Cost Plan that's filed in accordance
wth the statute is of limted value. And
it may not be the forum here to defi ne what
a better planning requirenent would be,
because that's ultimately a | egislative
call. But it strikes ne as we've got
everybody here thinking about this and
spendi ng an enornpus anount of tinme | eading
up toit. And this case, simlar to other
Least Cost Pl an dockets for this conpany and
ot her conpanies, they take up a lot of tine
and a |lot of energy, and if they are not
serving any particul ar purpose that's useful
for everyone, then we ought to all ask

oursel ves: How can we do a better job?
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Do you have any thoughts right now on
what a Least Cost Pl an that woul d be of
greater value would | ook |ike?

(By M. Large) | would be happy to give that
consideration. | don't have a good answer for

you, as | sit here today.

Q Wll, that's fair.

A

A couple of specifics in the plan itself.
You said repeatedly that you don't forecast
energy prices, although in the plan itself
there's a reference to forecast of electricity
prices on Page 21 in the Summary section. Can
soneone explain to ne what -- it's in B.3.2 --
and |"'m | ooking here at a sentence that says,
"The forecast of electricity prices is based
on current and projected rate | evels as of
April 2010." And then you have a visua
depi ction on the next page that runs out
t hrough 2015 of retail electricity prices. So
what do you project, what do you not project?

Is there a difference between the word

"project," "forecast," "estimate" that's the
pr obl em here?

(By M. Large) The forecast that's being
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referred to in this section is utilized
specifically for the purposes of creating a
| oad forecast, how nmany negawatt hours we
woul d anticipate that custonmers will take on

the delivery systeminto the future. So that

is a variable that will i1nfluence the price
elasticity, that custoners wll take nore or
| ess power. It is not for making

gener ati on/ di spatching decisions. |It's

sinplifying input to try to create this
f orecast of | oad.

All right. Well, let's just stick with
pl anning. | understand it's not about
di spat ch deci si ons.

Does t he Conpany forecast electricity
prices out for five years for energy service?
(By M. Errichetti) As | think it was
mentioned earlier this afternoon -- how about
if we turn the mc on.

For purposes of the corporate financi al
nodel , one of the inputs they need is a
price. And so a projection is nade. As I
al so nentioned, it's a pass-through. It

cancels out. And we ask them every year:
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Whay do you need that? Oher than using it
in the financial nodel, we don't use a
five-year-out price of electricity

cal cul ation, except for what's done here to
do the year-over-year price of electricity
elasticity components of the sal es forecast.
Wll, let's not tal k about what corporate
asked for. |'masking about what's in this
docket that you presented for us. You've
got sone representation for five years out
of retail electricity prices in different
classes. Are you telling ne these are
reliable, they're not reliable, they're good
for one purpose, but not for another? |If
you think so little of them why are they in
t he docunent ?

(By M. Errichetti) They are in the docunent
because they drive -- they are an input for
the load forecast. M understanding is that
it nmay be portrayed here, you know, |ike GNP.
You know, econom c growth indicators get in
here. And the year-to-year change in the
price of electricity is what drives the

forecast, not the price of electricity itself,
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is ny understanding. So it's used as an
i ndicator to drive the direction of the sales
forecast, and it's a necessary input to the

sal es forecast.

Q On the question of whether the Merrinmack and

Schiller units should be considered basel oad
units that you were having sone di scussi on,
| think with M. Peress about, and | ooking
at Page 32 of the plan, you conclude that --
and this is as of the filing of the plan in
2010 -- that the coal-fired and wood-fired
units at Merrinmack and Schiller are econom c
and are assuned to operate as basel oad
resources other than plant mai nt enance.

At the tinme that you were assunm ng --
t hat you were devel oping this plan, what were
t he capacity factors for Merrinmack and
Schiller? And | know that we've been through
this. But M. Errichetti, you were very
guarded in your response to M. Peress's
questions about capacity factor, as if you
weren't sure that his nunbers | ooked reliable,
and woul dn't concede they were good nunbers,

only that that's what the chart shows. So

10- 261} [ AFTERNOON SESSI ON ONLY] {04-04-12 - DAY 1}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

what's your understandi ng of the capacity

129

factors for those units at the tine the plan

was fil ed?

put in econom c reserve nore often than t

A (By M. Errichetti) In 2010, they were being

hey

had been previously. But what was happeni ng

in 2010 wasn't necessarily a harbi nger of
the future held. And if we | ooked back j

two years prior, they were basel oad. So,

what
ust

f or

t he purposes of this plan, we put them back up

t o basel oad.

Do you know what the capacity factors were

for those units when you were devel opi ng the

pl an?

(By M. Errichetti) You nean like -- wel

, the

capacity factor is a neasure of generation

over possi ble generation. So you do that

cal cul ation over any tine period. |'m not

quite sure what tine period you're referring

to when you say "capacity factor." Wre they

running a lot in the mddle of 2010? During

the sumrer they were running well. In the

prior spring they had run |l ess, but there was

al so mai ntenance. Wth respect to -- wel
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t hat was what was goi ng on.

Well, you testified earlier that 85 percent,
| ow 90 percent was a figure that woul d be
appropriate to consider a baseload plant to
be running at.

(By M. Errichetti) Absent mai ntenance and,
yeah, taking into account forced outages,
that's a good. ..

Ckay. So in 2010, were those units running
at that 85-, 90-, 95-percent |evel?

(By M. Errichetti) No.

What were they running at?

(By M. Errichetti) | don't know t he exact
nunber, but it was | ess.

s there sonewhere in the plan or in the
appendi ces to the plan that woul d show t hat ?
(By M. Errichetti) In the plan itself, no.
Well, hhmm Let ne -- hold on a nonent. |
know t here's an average of five years'

hi storical generation in part of the report.
And | know we have... there were data requests
where we provided, for instance, economnic
reserve hours, which gives you a sense as to

but for planned and forced outages, what the
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capacity factor woul d have been.

Al right.

(By M. Errichetti) But in the plan itself,
what's being referred to as Exhibit 1, | do

not believe historical capacity factors are in

here.
Wll, I"'mlooking for -- and if it's in a
data response, that's all right -- what

gi ves you the confidence that designating
these units as basel oad in your planning was
appropri at e.

(By M. Errichetti) Wiile we didn't do any
rigorous calculations, in this process when
t he question was raised, well, for the plan
for the five-year projection, what are we
going to run the units at, ny departnent, |
want to say casually -- | don't want --
don't know quite what the adjective is. But
we did | ook at the forward energy prices and
we did | ook at the estimated dispatch price.
It was nothing rigorous. It was kind of a
qui ck review. And when they said -- when we
were preparing and I was working, you know,

wth the various people in preparing the
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docunent, they said, well, what's it | ook

| i ke? How do our units appear to be | ooking
at the forward nmarket? And the answer was,
well, if the prices hold up and our dispatch
prices are about right, they're going to run
good deal. They're going to run close to
basel oad. So the idea was, all right, we'l
just say they'll run basel oad, generally
speaking. But we did not adopt a particul ar
gas forecast, energy forecast and coal price

forecast. It was nore sinplistic. And when

132

all the questions cane in about adopting a gas

price forecast or an energy price forecast,
because we didn't do a rigorous cal cul ati on,
t he answer was we didn't have one because we
didn't rely on one. W |ooked and said they
| ook baseload. We'IIl just assune, generally
speaki ng, they're basel oad.

When did the natural gas narket pricing
significantly begin to drop?

(By M. Errichetti) Second half of 2008.

And so for 2009, natural gas prices were

pretty |low, were they not?

(By M. Errichetti) They have gone lower. So
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it's arelative thing. Qur units were still
running pretty well in "09. | nean, not flat
out and all hours, but they were still running

wel | .

Q And the gas prices in 2010 were | ower than

t hey' ve been in 2009?
(By M. Errichetti) My recollection is yes, or
flat. Flat to down a bit. They've really

conme down this year.

Q There is a dispute in this docket as to

whet her it should be the vari abl e cost of
operation of plants or an all-in cost. And
sone of this relates to the New ngton study,
but it also relates to what we' ve been

| ooki ng at today and the plan overall for
the generating units. Wat is the source of
t he Conpany's view that we should only be

| ooki ng at variable costs -- whoever woul d
li ke to take that?

(By M. Errichetti) Both types of costs have
their place. Wen you're |ooking at --
referring back to Conmm ssioner Harrington's
reference to | egislation, our generation is a

given to serve ES so long as we have it. So
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in a way, the fixed costs of those plants are
sunk. They're there. So, for me, the only
question is: Does it nake econom c sense to
run a unit, or does it nake nore economc
sense to buy the energy fromthe market? So
it's just one conponent that's bei ng
considered. That's where ny thinking cones
from the variable, where you have a choi ce,
and then there's the fixed, where we're
commtted to it.

And do you envision any scenari o where you

| ook beyond the notion that the fixed costs
are sunk, and you're only | ooking at the
cost of running versus the cost of a narket
pur chase?

(By M. Errichetti) Ckay. | lost the thread.
" msorry. Could you repeat that question?
Is there any point in the operation of a
unit where you m ght say we need to be

| ooki ng at the overall cost, not just the

fi xed cost being sunk, and only | ooking at
variable to run versus the cost of purchase
on the market? | nean, is there a point at

which it runs so rarely or the costs are so
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high -- fixed costs are so high, that it
just -- that the variable nodel isn't naking
any sense anynore from a ratepayer
per spective?

(By M. Errichetti) Well, that's a | arge

questi on.
Q It's probably too late in the day for it,
t 0o.

(By M. Large) If in the Conpany's viewthe

cost to continue to operate a unit or a

significant capital investnent -- and this was

specifically called out by the Conm ssion in

their |last order to us -- that a substanti al

capital investnent's going to be required, we

woul d need, prior to making that investnent,
to file a continued operation study for your
revi ew. So | believe that, fundanentally,
have given us the guidance to say if there's

maj or capital inprovenents, |arge dollars of

capital investnent necessary, that there needs

to be a time-out and an exam nati on of that.

Q VWhat if there is no large capital investnent

needed, just the ongoing fixed costs of the

unit are high and the use is extrenely | ow?
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Let's say we get down to, you know,

2 percent that it's operating.

(By M. Large) | believe that's being given
consi deration in the mgration docket and

how -- what potential resolutions are to that.
But the Conpany's position is that, if the

i nvestnents that we have nade previously are
prudent and our operations of the units are
prudent, that we will be allowed recovery of

t he investnents that have not been recovered
to date, and we woul d consider retirenent or
di vestiture on our own volition if we viewed
that the |l ong-term benefits to custoners woul d
not be served by continuing to operate.

(By M. Smagula) And if | mght add, just to
enphasi ze, that | think the Conpany's viewis,
as M. Large indicated, is a long-termview,
and that while the generating facilities have
provi ded a | arge anount of val ue over the | ast
nunber of years, we have to | ook at the
changes that could occur. And in npbst cases,
a nunber of assunptions do not always play out
to be exactly right. And we have to take a

| ong-termview as to the value to our
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custoners. And there are a nunber of things
that are currently in place now that won't be
in place in the next few years. But it's hard
to make that a definitive opinion, but rather
a likelihood that things wll change.

Let ne ask a question about distribution
syst em upgrades and the energy-efficiency
issues. | think in M. Large's testinony,
which is Exhibit PSNH 3, Pages 16 and 17 --
(By M. Large) | have it.

-- there's discussion in response to the
OCA' s testinony that the Conmpany has not
pursued sone efficiency investnents that it
m ght have. And what | want to get at is
whet her there are any opportunities for
energy-efficiency investnents that would
bring down -- that would forestall the need
for distribution system upgrades.

(By M. Large) |I'mlooking at Page 13 of that
exhi bit.

All right. Mybe it starts there. And so
can you describe -- | know your general
conclusion is, well, you haven't seen the

|l oad growh to call for such an investnent.
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But we know that there are a nunber of
di stribution upgrades that are being
proposed by the Conpany. So help ne
under stand. How do you assess where a
di stribution upgrade would be -- could be
forestall ed by an energy-efficiency venture
as opposed to other distribution needs?
(By M. Large) Certainly. W reference the
policy that we've put in place and the work
that is done with our engineering group to sit
and review | oad pockets, |oad growh areas in
t he conpany, and judge whether an
i nvestnent -- a targeted investnent in energy
efficiency could be utilized to forestall
di stribution system upgrades as you posed.
"1l give a corollary exanple: Rather
t han maki ng a distribution substation
i nvestnent, we inplenented a snall
one- negawatt portable generator in the New
Boston area that has put off by one year,
maybe as many as three years, the need for
t he upgrade of a substation in that area.
So the characteristics that are going

to define whether a targeted
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energy-efficiency program can provide the
benefits and cause a deferral is going to
be, so what's the custoner base in that
area? Wiat's the usage pattern in that
area? Can we rely on these
energy-efficiency prograns to be effective
and provide a reduction in power? But the
primary driving force is going to be what is
the load growth. And for the majority of
our system it's built with a margi n of
reserve that can accept sone degree of | oad
growh into the future. But the exam nation
of when we would apply the targeted
energy-efficiency prograns is going to be
when there is nore load growth than we're
experiencing at this point in tinme.

So does that nmean that there are no

di stribution upgrades the Conpany is
pursuing right now that -- or was pursuing
as of 2010, that are occasioned by |oad
growmth? They're all as a result of sone

ot her need?

(By M. Large) Needs beyond | oad grow h,

including |l oad growh. But we have very
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limted load growh at this point in tine.
And have you assessed -- and as of 2010,
really, | guess |I'm asking, had you assessed
areas that appeared to be at the margin, and
that load growth, if it were to happen,

woul d be a good place for that kind of
targeted energy-efficiency investnent to be
made?

(By M. Large) W' ve not defined that there
were any areas where that trade-off was
plausible at this tinme. The one exanple that
| do have is the New Boston substation, where
a one negawatt's value of -- a different
measure than a transforner, if you will, what
was i npl enent ed.

And when you say you haven't identified it,
have you studied it and found none, or you
haven't yet studied it and therefore haven't
identified it?

(By M. Large) They have been studi ed and

f ound none.

And in the planning for the next five years,
starting with 2010, will there continue to

be an investigation of opportunities |ike
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t hat ?

(By M. Large) Yes, there will. 1It's an
ongoi ng process that occurs at |east annually,
and preferably tw ce annually.

So if load growh were to increase in

certain areas, that would be sonething that
you coul d continue to | ook at.

(By M. Large) That would be the trigger for
review of how can -- is it possible -- is it
pl ausi ble for a targeted conservation/l oad
managenent programto serve the sane purpose
that | described in New Boston. Different
tool, sane outcone.

Does the plan tell you when will you nmake

t hat next step of the investnent and a

further identification and study of targeted
energy efficiency?

(By M. Large) W were not as cl ear about that
possibility or that activity in the plan. And
that's what resulted in sone discovery and
some commentary by intervenors in the
process -- nost notably, M. Traum-- which is
what resulted in ny rebuttal testinony

attenpting to clarify and explain the
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situation nore clearly.

A nunber of tinmes in testinony and on the
stand today you' ve referred to -- and M.
Tillotson, | know you referred to the plan
as "a snapshot"™ of conditions in place at
the tinme that it was filed. And | have a
hard time understandi ng how a docunent
that's supposed to live with you for a
five-year projection could be at the sane
ti me consi dered a snapshot, which sounds
sort of frozen in one particul ar nonent.
So, can you explain nore what you nean by
"snapshot " ?

O maybe nore inportantly, how does the
plan live? How does it -- howis it used,
whi ch | know Conmmi ssi oner Scott was asking
earlier?

(By M. Large) Well, in order to nmake a pl an,
one needs to make sone assunptions. And the
assunptions that we center on as we conpile
all the informati on and assenble it into a
docunent that gets filed here is to take a
snapshot in tinme. And that snapshot is what

are the reqgul ati ons, what are the costs, what
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are all the things that are assunptions that
go into the many words that nake up this
mul ti - hundr ed- page plan. It doesn't nean that

we stop thinking about those issues as tine
goes on. But as far as what it is that we are
filing in this plan and argui ng before you,
that is that snapshot in tinme. W believe
that the appropriate standard for you to use
to judge if this plan is adequate is what was
our thinking at that point.

Qur thinking continues to change. The
mar kets continue to change. So we conti nue
to react and respond. As | was saying
earlier, much of what cones before you is in
year-long or two-year-long bites. It is not
in a five-year long bite. So this five-year
exam nation has a begi nning and an end for
the assunptions that go into it. But from
the filing of this docunent, its primry
pur pose is for discovery and di scussion with
all of the folks here in this roomtoday.

But in terns of it being the driving force
and setting the path that we will take a

year fromnow or six nonths fromnow, it's

10- 261} [ AFTERNOON SESSI ON ONLY] {04-04-12 - DAY 1}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

144

dated | nfornati on. And new i nformati on
causes us to react and behave and take
di fferent actions than what we m ght have

t hought at this point in tine.

Q But | think the difference that | have is --

| hear what you say -- is that it's not a
guide. You don't use it as a guide for
anything. |Is that fair? 1t's recording
assunptions you had the day you filed it,

but it's not a guide that you use over the
com ng years.

(By M. Large) It's our view of what the next
five years wll result in based upon the
assunptions that existed at that point in
tinme. But it's not a playbook for PSNH s
strategic inplenentation. It's a definition
of at that nonent in tinme, the things that we
do, the things that we're thinking of doing --
| don't want to say thinking -- planning to
do, that we've incorporated in budgets and
have nade commitnents that we will achieve, as

it stands at that nonent.

Q And does it include at any point things such

as, if we turn out to be wong in our
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proj ection of whatever you want it to be --

t he operation of Merrimack and Schiller or

the mgration level -- if Assunption A turns
out to be too high or too | ow, then the
Conpany response would be and is set forth

in the plan? |Is there anything |ike that?

(By M. Large) | would say that many of the
paraneters that we' ve defined in the plan by
est abl i shi ng bounds as opposed to point val ues

is identifying that we don't know what the

future will hold. So that much of our
planning is, if you want to call it
conti ngenci es planning, "what if." As far as

defining capital costs associated wth

envi ronnental projects, we're not "what
if"-ing. We've been very clear on that point.
But as it relates to the mgrati on questi on,
we need to establish sonme reasonabl e potenti al
expectations fromwhich we say how wll we
react? Wiat is the best decision for us to
make in ternms of planning to provide energy
service? And as M. Errichetti | think

di scussed, based upon that information, we

deci ded to nove away from |l ong-term power

10- 261} [ AFTERNOON SESSI ON ONLY] {04-04-12 - DAY 1}




© o0 ~N oo o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O OO N OO O »d W DN -~ O

[WITNESS PANEL: LARGE|SMAGULA|TILLOTSON|ERRICHETTI]

146

purchases and noved nore to short-term power
purchases. |If mgration were to conpletely
unfold and we woul d be back at a hundred
percent of our custoners, we would now be
buyi ng power in the open narket on a
day- ahead, week-ahead, nont h- ahead basi s,
whi ch has not been our practice previously.
So we are recognizing, as a result of this
pl an, that our behavior should change to
factor in or to care for what could be
expected to occur.
All right. Thank you. Conmm ssioner Scott
had anot her questi on.

CVBR. SCOIT: Sure. Thank you.
"1l be brief.

| NTERROGATCORI ES BY CMBR. SCOITT:

Q

CGetting back to the plan itself, this is not
the first tine you' ve done the plan. You

did 2007 and before that, | believe; right?
(By M. Large) W had a nunber of years where
we filed and were granted requests to waive
the Least Cost Plan filing requirenent. | can
go back and identify it. This is the third in

a sequence of plans that have been fil ed.
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That's all | want to know. It's not the
first one. Just to save tine.
So can you -- | understand you m ght not

have this off the top of your head. Can you

give ne an order of nmagnitude of how much it

costs PSNH to do a proceeding for a filing
like this?

(By M. Large) | believe we're approaching a
half-mllion dollars in expenditures

associ ated with the conti nued unit operations
study, recogni zing that costs associated with
all of our staff personnel are essentially
sunk costs. So there's l[imted increnenta
costs associated with producing it, but it
does take a lot of tinme away from doi ng ot her
t hi ngs.

The Newi ngton issue's a little bit separate
fromthis.

(By M. Large) Yes.

Do you have an idea for the IRP itself?

(By M. Large) | don't. Hundreds and hundreds
of hours of staff tine.

And you don't have to answer this. Again,

goi ng back to sone of the earlier conmments
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and the Chair's request to you, do you have
suggestions on how this could be done
better? | would think with the type of
i nvestment we're tal ki ng about for the
r at epayer, obviously, we'd want to --
everybody woul d have an interest in making
this as val uabl e as possi bl e.
(By M. Large) W woul d concur.

CMSR. SCOTT: Thank you.

CHAI RVAN | GNATI US:  Conmi ssi oner
Har r i ngt on.

CVBR. HARRI NGTON:  Yeah, just a

coupl e foll ow up questi ons.

| NTERROGATORI ES BY CVSR. HARRI NGTON:

Q

Conmmi ssi oner Scott nentioned about the cost
of this. And let's stay away from New ngton
for a second. You said there was a | ot of
staff charges enbedded. Do you have a
charge nunber that people charge their tine
to when they' re working on this particul ar
pr oj ect ?

(By M. Large) W have not specifically
identified those costs separately, but we

woul d be able to estimate them
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Q But there is no charge nunber associ ated

wWwth this as a separate billing.

A (By M. Large) That is correct.
Q Ckay. It sounds like the way this is going

to work out with the dates is you finish

this plan the end of Septenber of 2010, and
now, here it is 2012, and you said, based --
you'd be waiting for the Comm ssion's order

to conme out, and that when that was issued,
that woul d be basically when you' d start

| ooking at the next five-year plan. So
that's about a year and a half, naybe nore
than that, where the planning process as far
as required for this plan stopped. And it
wll start up again a year and a half, nmaybe
a year and three quarters later; is that
correct?

(By M. Large) Wihat | was recounting has been
the history of the last three filed Least Cost
Pl ans. Wen we filed Plan A if you will --
A, Band C, this being the third, C -- we went
t hrough a process of review A final order
was i ssued fromthe Comm ssion, and the

Comm ssion's direction to us was to file the
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next plan 24 nonths fromthat. W filed that
plan, Plan B, went through its deliberative
process. \Wen the order was issued, the
requi rement was to file the plan 24 nonths
fromthen, which would have been April of
2010. But the issue associated wth the
Newi ngt on continued unit operations study
surfaced in late 2009, and it was agreed to
join those two itens together into this
docket. So that noved it, then, to Septenber.
| guess ny point was, if this was a val uable
tool internally to PSNH to actually use to
make their operation nore efficient or
better in any way, Septenber -- Cctober 1st,
2010, you woul d have started on your next
pl an and been working on that, if it was

i ndeed a valuable tool. It sounds |ike you
suspended wor ki ng on the plan once this one
was issued, waiting for the Commi ssion to
cone out and say start working on anot her

pl an, which kind of makes ne suspect as to
how much value it actually has as a tool for
Public Service to use.

And just out of curiosity, you nentioned
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the waivers, and that it does a waiver of all,
except for the transm ssion and distribution
sections, which would cut this report down to
about 20 pages. Wy didn't you file for a
wai ver this tinme?
(By M. Large) Because in the | ast Least Cost
Pl an docket, B, if you wll, in ny exanple, we
reached a partial settlenent with many of the
parties that included itens that we woul d be
incorporating in the next Least Cost Plan to
be filed. So we agreed at that point in tine
to make another filing.
Ckay. Thank you.

CHAI RVAN | GNATI US: Thank you.
Any redirect fromthe Conpany?

MR, EATON: Yes, and I'll try to
make this brief. Wthout questioning a
wtness, I'"'mlooking at CLF 4. This is the
chart. And 1'd like to nake a notion for the
Conm ssion to take adm ni strative notice
regarding PSNH s retail rates. And |I'd like
you to take adm nistrative notice of Docket DE
09- 035, which was our last retail distribution

rate case. And ny nenory is that there was a
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tenporary rate increase on October 1st of --
|'msorry -- August 1st of 2009 and a

per manent rate increase on July 1st, 2010.

And we can provide the actual nunbers for that
if you want.

CHAI RVAN | GNATI US: I think what
woul d be better is to put a -- reserve a
record request exhibit for those nunbers
rather than take official notice of the
docket, which then noves all of the docunents
into this file. And we've got enough
docunents as it is.

Sois it to establish the PSNH
retail rates as of -- in effect at the tine
that this Least Cost Plan was filed? |Is
t hat what you're aski ng?

MR, EATON. Well, it's to
respond to the questions from CLF concerni ng
where our rates were going. And | understand
this docunent includes a total rate. So that
woul d go to that question of what were the --
what's happening with the total rates for PSNH
custoners at that tine.

CHAl RVAN | GNATIUS: Al right.
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| ' m not understandi ng, though. Are you asking

for introduction of the rates in effect at the
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tinme the plan was fil ed, or sonething
different than that?

MR. EATON: The connotation that
CLF put on this docunent was that our energy
service rates were causing this change and
ot her energy service rates were goi ng down.
And all | wanted to do was nake the record
clear that there were other factors that were
contributing in 2009 and 2010 to our total
retail residential nonthly bill noving in that
direction. So, by sinply stating that there
were rate i ncreases on August 1st, 2009 and
July 1st, 2010, we coul d provide what those

rate i ncreases were fromthe Comm ssion's

records.

CHAI RMAN | GNATI US: Wl l, I'm
still not followng. W can put the number
in. | get that. But it sounds |ike you want

sonet hi ng other than the nunber. You want
some expl anation of reasons why the rates were
as they were. And I'mreluctant to go there,

just because it opens up an awful | ot.
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MR. EATON:  No, just the
nunbers.

CHAI RVAN | GNATI US:  Okay. So
the rates that were in effect at the tine that
t he 2010 Least Cost Plan was fil ed.

MR. EATON: The rate increases.
The rate increases that took place on those
two dates, the ones that were approved by the
Conmi ssi on.

CHAI RVAN | GNATI US:  All right.
And whi ch two dates, please?

MR EATON:.  August 1st, 2009,
which was a tenporary rate increase, and
July 1st, 2010, which was a permanent rate
i ncr ease.

CHAI RVAN | GNATI US:  All right.
| don't see any objection. Anyone troubled by
that? | think that's PSNH Exhi bit 57

THE CLERK: That's correct.

CHAI RVAN | GNATI US: W' ||
reserve that.

(PSNH 5 Record Request reserved.)
MR. EATON: And could I also

include in that exhibit the energy service
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rate that was approved by the Comm ssion in
Docket 11-215? There were sone questions from
Attorney Peress about the existing ES rate and
the proposed ES rate. And | would like to add
to that exhibit what the rate was actually
approved by the Comm ssion in Docket 11-215
and what is proposed in Docket 11-250.

CHAI RMVAN | GNATI US:  And as |'ve
asked M. Cunni ngham and M. Peress, what's
the rel evance to the 2010 Least Cost Pl an?

MR. EATON: It has to do with
rat her than doing redirect about what really
is the request for rates in those cases.

CHAI RVAN | GNATI US: Wwel |, |
understand the record nay not be accurate on
what the true rate was, but no one objected to
it comng in. Wat's the relevance of the
rate to the Least Cost Pl an consideration?

MR EATON: | didn't think there
was much rel evance to Attorney Peress's
questions, either. So the record is what it
is in those proceedi ngs.

CHAI RVAN | GNATI US:  All right.

' mgoing to deny the second request.
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MR. EATON. kay.
REDI RECT EXAM NATI ON
BY MR EATON:
Q Ms. Tillotson, do you have Sierra C ub
Exhibit 3 in front of you? This is the
docunent that was tal ked about, the July 9,

2010 letter to M chell e Roberge.

A (By Ms. Tillotson) Yes.

Q Coul d you briefly describe what's cont ai ned
in those docunents? Wat was the context of

t hat exchange?

A (By Ms. Tillotson) Certainly. As we discussed

t his norning, Regional Hayes is addressed by
the State through what sonetines is terned as
the "BART rule.” And the State was getting
ready to propose a rule. That was done, |
believe in 2011. Prior to that effort, DES
reached out to not only us, but others, to
request information on "what if" scenarios, to
the extent that rates or limts were suggested
for sone of the BART requirenments, what would
in fact be sone of the costs, operational, et
cetera, associated with those rates.

SO in response to sonme specific
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scenarios that DES |aid out for us, we did
provide information to them so that they
could then draft what turned out to be the

2300 rules that were culmnated in 2011.

Q So, are the calculations in Exhibit 3 PSNH s

analysis of howit wll conply with the BART
regul ati ons?

(By Ms. Tillotson) No, because at this point
in time, the actual requirenents of the BART
regul ation were still in discussion stages,
that there was no nunbers there. So these
were not costs for conpliance with the ruling

yet to be drafted and conpl et ed.

Q And were the inputs provided by the

Departnent of Environmental Services as to
what t hey want ed?

(By Ms. Tillotson) They wal ked t hrough a
nunber of scenarios and -- "what if" scenari os
| think is the best term And with those

gui dance -- with that guideline, we provided
our best estimate of how we woul d respond to

t hat and what sone of the costs woul d be under
those, 1'll call them "hypothetical™

scenari os.
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MR. EATON: Thank you. That's
all I have on redirect.

CHAI RVAN | GNATI US: Thank you.
Then | think we will conclude for the day. |
take it we're done with this panel, although
maybe sone panelists may return in the other
panel. But we will go tonobrrow norning to
begin with the next witnesses related to the
Least Cost Pl an issues, which we hear are Dr.
Sahu, M. Hurley, M. Traum and M. MO uskey.
We'll begin at 9:00 tonorrow norning.

And |1'd ask you tonight to
just to look at April 10th as the likely
next date if we need a third day. Wn't say
that we will. But if we do, that's now free
on the cal endar and woul d be our next
avail able tinme. M. Know ton?

M5. KNOALTON: We have checked
that date already with all of our w tnesses,
and we have one w tness who has a conflict
that is very difficult to reschedule for that
day. W have other dates that week and the
week thereafter that were available. 1I'm

wondering if it's possible to get sone
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alternative dates for consideration.

CHAI RVAN | GNATI US: "1l take a
| ook tonight. | know there aren't a |ot, but
we'll | ook.

M5. KNOALTON: Thank you.

CHAI RVAN | GNATI US:  Anyt hi ng
further this afternoon? |f not, we stand
adj ourned and see you at 9:00 tonorrow. Thank

you. | appreciate you're staying a little

| ate tonight.

(Wher eupon Day 1 PM Sessi on was adj our ned

at 4:55 p.m)
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CERTI FI CATE

|, Susan J. Robidas, a Licensed
Short hand Court Reporter and Notary Public
of the State of New Hanpshire, do hereby
certify that the foregoing is a true and
accurate transcript of ny stenographic
notes of these proceedi ngs taken at the
pl ace and on the date herei nbefore set
forth, to the best of ny skill and ability
under the conditions present at the tine.

| further certify that | am neither
attorney or counsel for, nor related to or
enpl oyed by any of the parties to the
action; and further, that I amnot a
rel ati ve or enployee of any attorney or
counsel enployed in this case, nor am|l

financially interested in this action.

Susan J. Robi das, LCR/ RPR
Li censed Short hand Court Reporter
Regi st ered Prof essional Reporter
N.H LCR No. 44 (RSA 310-A:173)
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