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[WITNESS: HACHEY]

AFTERNOON SESSI ON
CVMSR. HONl GBBERG M. d ahn.
MR. GLAHN:. Thank you.
CROSS- EXAM NATI ON

BY MR GLAHN:

Q

M. Hachey, | just have a few nore questions
to ask you. Wuld you agree that, in
det erm ni ng whet her PSNH was prudent in
installing the Scrubber, that you' d be
requi red to make an assessnent of whet her
there were viable options to installing the
Scr ubber ?
Yes, | believe all options --

CMSR. HONI GBERG I s your
m cr ophone on?

M5. AMDON:. The red |ight
woul d be on.
Yes, | believe all options should have been

consi der ed.

BY MR CGLAHN:

Q

And in your testinony you tal k about four
options: Retirenent, divestiture, a study,
or seeking a variance; right?

(Wtness revi ews docunent.)
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[WITNESS: HACHEY]

That's nmy recollection. |'mjust | ooking
for --

Are there any other options or alternatives
t hat you think should have been consi dered?

Coul d you give ne the testinony cite?

Yes. It's on Page 30 of your testinony, |
believe. | apologize. | think it mght be
on page -- it's on Page 28 of your testinony,

t he section called "Options OQpen to PSNH. "
That's a correct recital of the options, yes.
Are there any other options that you
consi dered when you were preparing your
testi nony?
I think those cover them the ganut of them
And is it also your understandi ng that each
of those options would have required PSNH to
get the approval of another body, whether
it's the PUC or the Legislature or DES, sone
ot her body?
| think that's generally accurate, yes.
Ckay. Al right. So let's talk about the
options that you identify.

And you neasure the prudence of the

activity by whether the activity would have
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[WITNESS: HACHEY]

resulted in an econom c benefit to PSNH s
custonmers. Do you recall that from your

testi nony on Friday?

That's been ny general focus, yes --

Ckay.

-- whether or not the Scrubber nade sense for
t he custoners who took electric service.

So when you | ook at whether PSNH was prudent,
I think we've agreed that you have to | ook at
the information that PSNH had available to it
when it was -- or could have nmade the

deci sion; right?

In general, that's what we're tal king about
here is what informati on PSNH had at the tine
it was pursuing the Scrubber.

Ckay. And in the fall of 2008 and into early
2009, what PSNH woul d have known -- see if
you agree with nme on this -- is that the PUC
had al ready nmade a statenent about whether
the plant could be retired.

If you're referring to the Order 25,546 --
I|'"mactually referring to 24,898 and to the
order on reconsideration of that order, which

was i ssued i n Novenber of 2008.
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[WITNESS: HACHEY]

A Ckay. You'll have to refresh ne on that,
then, if you have the docunent.

Q Wll, let ne refresh your recoll ection nore
specifically on Order 24, 898.

On Page 12 of that order, the PUC said
the follow ng: Nowhere in RSA 125-0 does the
Legi sl ature suggest that an alternative to
installing scrubber technol ogy as a neans of
mercury conpliance may be consi dered, whether
in the formof sone other technol ogy or
retirement of the facility."

D d you know that the PUC had said that
when you i ssued your testinony?

A | think 1'd like to see the docunent.

M5. AMDON:. | have a copy if
you give ne --

BY MR GLAHN:

Q Can you answer the question first before you
| ook at the docunent?

A Vell, it's alittle easier to tell if | see
t he actual docunent than to try to recoll ect
one statenent out of a PUC deci sion.

MS. AM DON: Your Honor, |

have a copy of this. |If he could tell ne
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[WITNESS: HACHEY]

what page it is --
MR. GLAHN. We have a copy,
too. So let nme give a copy to M. Hachey.
(M. dahn hands docunent to w tness.)
MS. FRI GNOCA: \What order is
this so we can foll ow al ong?
MR, GLAHN: It's 24, 898.
M5. AMDON: It's an order in
Docket DE 08-103. The order nunber is
24,898. It's dated Septenber 19th, 2008.
(Wtness revi ews docunent.)
Readi ng that order, it says, "Nowhere in RSA
125- O does the Legi sl ature suggest that an
alternative to installing scrubber technol ogy
as a neans of nercury conpliance nmay be
consi dered, whether in... some form]|[sic] of
[sic] other technology or retirenent of the

facility.™

BY MR CGLAHN:

Q

Woul d you agree with ne that, whatever the
PUC may have sai d about retirenent after
2011, PSNH woul d not have known about that at
the tinme it was nmaking the decision to go

forward with the Scrubber in 2008 or 2009?
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[WITNESS: HACHEY]

>

PSNH woul d not have known about sonething in

2011 in 2008 -- that occurred in 2011 in

2008.
Good. |I'mglad we can agree on that.
Yes.
So ny question to you is this: If no

alternative to installing the Scrubber as a
means of nercury conpliance existed -- that
is, if retirement was not an option as an
alternative to installing the Scrubber as a
nmeans of mercury conpliance -- howis it that
the plant could have been retired?

Well, 1I've always had the conmmpbn-sense view,
| thought, that, to the extent that the cost
of the Scrubber did not |ead to consuner
benefits any | onger, that PSNH needed to
notify the relevant parties, the PUC and the
Legi slature, of that fact. And one of the

I ssues, at least for ne as |'ve | ooked at
this, is the only party that really had the
information to do that, that conmmonly would
be expected to do that, would be PSNH. In

ot her words, you wouldn't expect that the PUC

woul d have sufficient information to be
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[WITNESS: HACHEY]

maki ng the determ nation that the Scrubber
econom cs weren't working anynore, or you
certainly woul dn't expect that of the
Legislature. So it really cane down to PSNH
And, you know, | worked for a regul ated
utility for a long time, for about 20 years.
And ny expectation is that the regul at ed
utility, to the extent that it becane aware
that the economi cs of a particular project no
| onger worked, that it would go back to the
Legislature, if it was a | egislative change

t hat needed to be nmade, or go back to the PUC
if it was a regul atory change that needed to
be nade, and say, Hey, this isn't working out
as we had originally anticipated. W need to
do X, or we need to consider Y. But that
isn't what happened.

So the only thing a prudent utility could
have done at that point is gone back to the
Legi sl ature and say change the | aw.

Again, I'"'mnot an attorney. But |I'mnot sure
whet her or not the variance provisions would
have worked. So, anyway, those vari ance

provisions were in the law, and | think we

10
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[WITNESS: HACHEY]

>

11

poi nted that out.

We'll get to variance in a m nute.

Ckay.

You didn't do any analysis of PSNH s
contractual obligations if the Scrubber
Proj ect was cancelled, did you?

| believe | accepted M. Long's statenent

back i n Septenber of 2008 that they had

conmtted $10 million and -- no, | was

|l ooking -- | didn't do an i ndependent

anal ysis. | was relying on what PSNH had
pr esent ed.

Ckay. And since you didn't do any anal ysis

or study of the cost of benefit -- well, I'm
sorry. Strike that. Let ne ask anot her
questi on.

You didn't do any analysis of the costs
or benefits of retirenent of the plant
either, did you?
| didn't do a detailed retirenment study, no.
I woul dn't have been in the position to do
that. That's sonething that we -- | woul d
have expected PSNH woul d have had to do,

because there's a --
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[WITNESS: HACHEY]

12

Let ne make sure | pick up on the word
"detail ed" in your answer.

You didn't do any analysis of the costs
or benefits of retirenent of the plant, did
you?
| didn't do a retirenent study, no, of the
pl ant, no.
And since you didn't do any anal ysis or study
of the costs or benefits to PSNH s custoners
of retiring the plant, you don't know whet her
retirement would have benefitted PSNH s
default service custoners in 2008, or at any
| ater date, do you?
| identified it as an "option."
You identified it as an "option." But you
don't know whet her that option would have
returned a benefit to PSNH s custoners in
2008, or at any other tine, do you?
Again, | didn't do the retirenent study. So,
w t hout having done the retirement study, |
woul dn't have known the result. Correct.
So the answer to ny question is "Yes"; is
t hat correct?

Il think I -- yes.




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS: HACHEY]

Yes, you don't know whet her there woul d have
been a benefit. Let ne go back because --
CVMSR. HONl GBERG | woul d have
gone with "No" nyself, but...
MR. GLAHN. And as Judge

Al drich once said, "I can think of a shorter
and perhaps nore accurate answer." So |et ne
go back.

CVMBR. HONI GBERG I think,

stated affirmati vely, he doesn't know.

MR GLAHN: Al right.

BY MR CGLAHN:

Q

You don't know whether retirenent in 2008, or
at any |l ater date, would have provided a
benefit to PSNH s custoners, do you?
I do not know without performng a retirenent
st udy.
Thank you.

MR. GLAHN. And t hank you,

Conm ssi oner Honi gberg.

BY MR GLAHN:

Q

So you al so say that one other option that
PSNH had is it could have done a study; is

that right? O it could have asked to del ay

13
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[WITNESS: HACHEY]

o > O >

14

an order to do a study?

I think, as | stated at the outset, one of

t he options that PSNH had was, to the extent
that it recognized that the Scrubber
econom cs weren't working, it needed to go
back to the PUC, and perhaps the Legi sl ature,
probably both, and tell them what the
circunstances were and di scuss options from
there. And undoubtedly, both the Conm ssion
and the Legi sl ature woul d have had sone

I deas, sone thoughts.

And did you understand when you gave t hat
answer or prepared your testinony, that the
PUC had said it didn't have any jurisdiction
over the installation of the Scrubber in the
fall of 2008?

Coul d you give ne a cite?

I"msorry. | didn't hear your answer.

Could you give ne a cite?

Well, I'mnot asking you for your testinony.
I ' m aski ng you whet her you understood -- you
want a cite to the PUC s statenent that it
didn't have any jurisdiction?

Yes.
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[WITNESS: HACHEY]

How about 24,898 and t he subsequent order?
(Wtness revi ews docunent.)

| direct your attention, M. Hachey, to

Page 13 of that order, in which the

Comm ssion said, "Accordingly, the

Comm ssion's authority is limted to

determning at a later time the prudence of

the costs of conplying with the

requi rements... and the manner of recovery

for prudent costs."

| read that.

So, did you take into account when you were

determ ni ng whether a study could be done,

the fact that the PUC had al ready i ndi cated

it had no jurisdiction over construction of

t he Scrubber under the Mdifications section

of RSA 369-B: 3-a?

Well, I'"mhaving a hard tine understandi ng

how t he order says that they couldn't have

done a study.

Well, we've already established, have we not,

that the | aw provided that PSNH was to

install the Scrubber?

M5. FRIGNOCA: 1'mgoing to

15
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[WITNESS: HACHEY]

object to that characterization. That's a
| egal conclusion, and that's what this
hearing i s about.

CMSR. HONI GBERG Sust ai ned.

BY MR GLAHN:

Q

All right. M. Hachey, let ne cut this part
of this short. You didn't do any anal ysis of
whet her a del ay woul d have decreased or

el i m nated econom ¢ perfornmance incentives in
this Project, did you?

I didn't do any anal ysis of a project del ay.
Ckay. And since you didn't do any anal ysis
of the inpact of a delay in construction, you
don't know whether a delay in 2008 woul d have
benefitted PSNH s default custoners or not.
Well, ny testinony on that fact, on that

i ssue, was it could have agreed to study

whet her proceeding with the Project still
made sense. So, no, | didn't do the

anal ysi s.

And because you didn't do the analysis, you
don't know whether a delay on the Project
woul d have benefitted PSNH s custonmers in

2008, or at any other tine, do you?

16
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[WITNESS: HACHEY]

17

The outcone of that analysis would be that
determnation, and | told you I didn't do

t hat anal ysi s.

Ckay. On the variance issue, who woul d PSNH
have to have asked for a variance?

As | recall, there's | anguage in the vari ance
as to who it needs to go back to. And
believe -- and, you know, |'d rather not take
it frommenory -- but | believe there was
anot her body in the state that it would have
had to have seen to request the variance.

If | represented to you that that was the
Departnent of Environnental Services, would
you di sagree with ne?

| can accept that as a representation.

You' ve got the | aw.

You al so know, don't you, that when the PUC

I ssued Order No. 24,898, it specifically
noted -- and this is on Page 12 -- that the

| aw, RSA 125-0O, does not set a cap on

rates -- on costs or rates, or provide for

t he Conmi ssion review under any particul ar
set of circunstances, or establish sone other

alternative review nechanism Did you know
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[WITNESS: HACHEY]

18

t hat when you drafted your testinony?
Can you tell nme where you're --
Yes. | started right bel ow the sentence that
we tal ked about earlier on Page 12, carrying
over to Page 13.

(Wtness revi ews docunent.)
So you want to start with, Furthernore, RSA
125 [sic] does not set any cap on costs or
rates, provide for related capital costs, the
severe econom c downturn, the inpact of
m gration on custonmers --

(Court Reporter interrupts.)
What are you reading from M. Hachey?
Well, | don't know I|I'mtrying to read from
where you were. | thought you said the
bottom of 12 on to 13.
' mreading fromPage 12 to 13 of the
Conm ssion's Order in 24, 898.

I"msorry. |I'mon the wong order. Do you
have the --

It's the order that | -- you have it in front
of you. | put it in front of you a few

nmonents ago when | was aski ng you about the

| aw. Ckay? Got i1t?
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[WITNESS: HACHEY]
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19

(Wtness revi ews docunent.)
I"'mreading it. | thought | was on the
bottom of 12 to 13.

Yes.

So, start again.

Well, did you know -- tell ne if | read this
accurately. "Furthernore, RSA 125-0 does
not: (1) set any cap on costs or rates; (2)

provi de for Conm ssion review under any
particul ar set of circunstances; or (3)
establish sonme other alternative review
mechani sm "

That's an accurate reading.

Ckay. Did you know t hat when you drafted
your testinony?

| was aware of this order, yes.

Now, can we agree that you can see that the
Scrubber is capable of neeting the nercury
reduction requirenents in RSA 125-0?

| believe that's the case, yes. | have no
contrary information.

Have you ever been involved in the sale or
di vestiture of a coal plant or natural gas

pl ant ?
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[WITNESS: HACHEY]

>

> O >» O »

Yes.

Par don?

Yes.

How many?

Wll, | was involved in the divestiture of
the New Engl and El ectric System generation
So that would have been two coal stations, a
natural gas station, a nunber of hydro
stations.

How | ong did that take?

From beginning to cl ose? About a year.

Was t he New Engl and El ectric Systemrequired
to go to an adm nistrative body to obtain
perm ssion to divest before the divestiture
pr oceedi ngs began?

There were certainly a nunber of

adm ni strative proceedings. | don't recal
specifically whether -- what the nature of
t he approvals required was, but | believe

t here were sone.

Ckay. Let's see if we can agree on this:
Whet her divestiture was a good option for
PSNH s rat epayers woul d depend on what could

be received for the plant; right?

20
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[WITNESS: HACHEY]

A

What could be -- | would say what coul d be
received for the plant and the nature of any
foll owon provision of electric service to
cust oners.

M. Brennan testified in this case that
Merrinmack Station is an uneconom c plant, in
the last quarter of its life. Do you think
that woul d nmake a plant nore difficult to
sel |l ?

There are nmany conpani es out there that have
different views. 1|'ve just seen the Brayton
Point Station sell twce in a fairly short
period of tinme; that's regardi ng an
uneconomc plant. So it could be that
there's particular siting advantages. |
don't know. But you could find that there
are parties out there that have different

vi ews of the market.

We'l|l cone back to that in a m nute.

You weren't able to say, when we asked
you in a data request, whether a new owner of
t he plant would be required to install the
Scrubber, were you?

I think I would need that data request to

21
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[WITNESS: HACHEY]

22

refresh nmy nenory.
Well, let me first ask you this: Wuld a new
owner of this plant be required to install
t he Scrubber?
Under the prevailing laws -- and, again, not
being an attorney -- | wouldn't have
antici pated that the new owner would not have
to install the Scrubber if it wanted to
conti nue the operation of the coal plant.
But it may have other reasons that it wanted
to buy the facility.
You didn't do any analysis of the costs or
benefits of selling Merrinmack Station, did
you?
No, | didn't do a --
And you didn't do --

(Court Reporter interrupts.)
| didn't do a sal es study.
And you didn't do an anal ysis of the
rat epayer inpact of selling Merrinmck
Station, did you?
No. That woul d be inpossible to do w thout
knowi ng the sorts of nunbers that coul d be

received for it.
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[WITNESS: HACHEY]

Q

23

And you didn't do an analysis of the likely
mar ket interest in Merrinmack Station, did
you?

No, | did not.

You didn't do any analysis of whether a sale
of the plant was feasible, did you?

I wasn't aware of any issues that nmade it
infeasible. But | did not do a feasibility
anal ysi s, no.

Ckay. And when you were asked whet her --
well, et me ask this question: Wuld the

I ssue of whether a buyer woul d have been
avai l able -- is the issue of whether a buyer
woul d have been avail able rel evant to your
anal ysi s?

| suppose ny answer would be: | wouldn't
know why it would be an issue, because we've
seen nunerous facilities change hands in New
Engl and. W' ve seen retiring coal plants
change hands -- for exanple: The Sal em

Har bor Station. So | wouldn't have thought
that there would be an issue as to whether

t here woul d be a buyer.

| want you to assune for a nonent that a
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[WITNESS: HACHEY]

buyer of the plant would have been required
to install the Scrubber. You got that
assunption in m nd?

| have the assunpti on.

Ckay. In your view, would it have been nore
difficult to sell the station with the
obligation to build the Scrubber attached to
it?

It would have revised the buyer's price,
that's for sure. They would have taken the
cost of the Scrubber into account. [It's not
clear to ne whether they would have had a
different idea of how to neet the Scrubber
requirenents at a different cost. | don't
know.

Because you didn't do any anal ysis of the

i npact of divestiture on ratepayers, you
don't know whether a divestiture in 2008, or
at any other date, would have benefitted
PSNH s custoners, do you?

| think |1've testified that | don't know the
outcone of a study |I didn't do. So...

You concl ude in your report that PSNH shoul d

be entitled to recover $10 nmillion in this

24
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25

case; isn't that correct?

A That's what | concl uded, yes.
Q Par don?

A Yes.

Q

And when we asked you in a data request for
your support for that $10 mllion nunber,
what you did was refer us to Page 30 of your
testinony, Lines 6 through 9.
MR, GLAHN: Let's actually
mark this response.
So, Denise, this is our File
110, nunber -- it's the answer to Data
Request 124.
CVSR. HONIGBERG And it's
going to be 115 for us.
MR. GLAHN:. Thank you.
(Ms. Frazier hands docunent to w tness.)
(The docunent, as described, was herew th
mar ked as Exhi bit 115 for
identification.)
BY MR GLAHN:
Q M. Hachey, |I'm confused by your answer. The

questi on was: ...provide support for the

$10 mllion of allowed recovery you propose."
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And what you said was, See ny testinony
at Lines 6 through 9 on Page 3.

And on Page 30, what you say is, "I
bel i eve that the Comm ssion should only | et
PSNH recover what it had spent on the project
as of that date, which | understand to be $10
mllion based on the Septenber 2, 2008 filing
in DE 08-103."

Do you have any support for your $10
mllion nunmber, other than that's just what
you understand was spent as of Septenber 2nd,
20087
| believe ny testinony says that's what the
support is.

That's not the question | asked you. | asked
you: Do you have any other support for your
$10 million nunber other than that's what was
spent at the tine?

Ckay. I'msorry if you didn't take it as a
full answer, but that was the support.

Ckay.

I didn't say | had additional support beyond
that. | said that was ny support.

So your testinmony in this case, what you want
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t he Comm ssioners to believe, is that the
only dollar value at which the Scrubber would
have been a prudent investnent was

$10 mllion.

That's what the testinony is, yes.

That's your testinony; right?

Yes.

Ckay. So that's the price at which
installation of the Scrubber would no

| onger -- say it this way: Does it foll ow
fromthat, that any anount above $10 m Il i on,
install ati on of the Scrubber would no | onger
have been econom c or beneficial to PSNH s

r at epayers?

| have a question about your question. Are
you asking ne to ook into the period of tine
foll ow ng Septenber of 2008, in terns of how
the Scrubber is operated and the econom cs of
t he Scrubber and that sort of thing?

No. Wat you' ve just said is that it's your
testinony that the only price at which the
installation of the Scrubber would have been
prudent was $10 mllion. That's your

testi nony; correct?
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Well, | think the testinony speaks for
itself. PSNH should have realized that, by
Sept enber of 2008, going forward with the
Scrubber didn't nake sense and shoul d have
put a halt to any additional spending on the
project until the econom cs could be further
studi ed --

Didn't you nake --

-- and that, to go on, | believe the

Comm ssion should only | et PSNH recover what
it had spent on the Project as of that date,
which | understand to be $10 m i on.

So, at any anount above $10 mlli on,
installation of the Scrubber would not have
been prudent. |Is that your testinony?

Yeah, ny testinony is that, what makes sense
is for PSNH to have recovered the nonies that
it had spent at that tine, up to that point.
And | think, as you said earlier today, you
didn't -- | asked you whet her the
installation of the Scrubber at $250 nmillion
woul d have been prudent. And you said you
didn't do any analysis of that, so you can't

make a judgnent on that. Do you recall that?
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A That's what | said.

Q In fact, it is true that you didn't do any
anal ysis of the price at which the
installation of the Scrubber would have been
econom ¢ for PSNH s custoners.

MR. PATCH. (bjection. Asked
and answer ed.
CMSR. HONI GBERG | agree.

BY MR GLAHN:

Q Thank you, M. Hachey. That's all | have.

A Thank you.

CVMSR. HONI GBBERG St aff have
any questions for M. Hachey?
MR. SHEEHAN: | have a coupl e.
CROSS- EXAM NATI ON

BY MR SHEEHAN:

Q M. Hachey, just sone clarification for ne,
pl ease. |If we were to group together the 10
or so exhibits that were statenents from
TransCanada that M. d ahn went over with you
just before lunch, those were a nunber of
statenents from TransCanada gi vi ng what ever
statenents they were about price forecasting

at Henry Hub, et cetera.
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So, wwth those in mnd, let nme first
say, could you just restate the four studies
t hat you say PSNH had avail abl e and shoul d
have | ooked at before building the Scrubber
f orecast.

The ElIA forecast -- I'msorry -- the Energy
I nformati on Agency forecast; the Brattle
Group forecast; the Synapse forecast; and the
Energy Ventures, what we now know as the
Energy Ventures Anal ysis forecast, which |
think we found in their files --

And if | understand --

-- and other places. Sorry.

Sorry. And if | understand the gist of your
testi nony, those are forecasts that are
appropriate to rely upon when naki ng a

capi tal decision, such as the Scrubber

Proj ect here.

Yes.

And of course, as we've nentioned, the fault
the fact that they didn't | ook at those and
instead relied on what they say they relied
on.

Correct.
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Now, goi ng back to those vari ous docunents
from TransCanada that M. d ahn wal ked you
t hrough, did you see anywhere in any of those
docunents -- there may be -- a reference to a
report or a forecast simlar to the four that
you say PSNH should have | ooked at? |I'm
trying to get appl es-to-apples.
Ri ght.
Was he nmaking -- was he conpari ng
appl es-to-apples with you, or was there sone
di fference?
| didn't see any references to reports or
forecasts, other than perhaps what
TransCanada itself nay have devel oped. And
the only reason | say "may" is because | know
t hat we have a corporate forecast, and |
recogni ze that the various CEGCs were quoting
nunbers. And | don't know whet her the
nunbers were based on a forecast or not.
So it may well be that the nunbers that M.
d ahn went through --

MR, GLAHN. Can | just
interrupt with one question? I|I'msorry,

M ke. | didn't hear the answer to the | ast

31
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question. Could | have the stenographer read
M. Hachey's answer back to ne?
(Record read back as requested.)
MR, SHEEHAN. Al set, M.
d ahn?
MR. GLAHN:  Yeah.
MR. SHEEHAN. Thank you.
BY MR SHEEHAN:
Q So we heard those nunbers through these
TransCanada docunents. And it nay be that
t hose nunbers are supported by sonmething |ike
the EIA. But is it fair to say -- well, let
nme ask you. Did you see any evidence of that

t hrough what you saw presented to you today?

A Wll, | saw a |lot of prices in those papers,

and | didn't think any of them were

particularly out of line with the four
forecasts | cited. But |I'd have to go back
and | ook at them | saw nunbers from®6 to
10 --

(Court Reporter interrupts.)

A | saw nunbers between 6 and 10, and t hat

seens to be consistent with where sone of the

ot her forecasts we've been tal king about here

32
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cane out.

Sonme of the docunents that M. d ahn went

t hrough wi th you concerned producti on,
TransCanada production in western Canada; is
t hat correct?

Correct.

The WCSB or whatever it was?

Correct.

Can you tell us how production fromthat --
do you know where production from western
Canada goes when it's sold? Does it cone
this far east so that it woul d have an i npact
in New Hanmpshire? O would it inpact the
mar ket s? Do you have any sense of that?
I|'"msure that's sonething that's devel oped
over tine. You know, if you go back far
enough west bound, Al berta producti on was
com ng i nto New Engl and.

Ckay. Far enough in tinme you nean?

If you go back far enough in tine. And by
that | nean the m d-'80s or so. Because ny
recollection is that sone of the non-utility
proj ects that New Engl and Power had contracts

with were buyi ng Canadi an gas; so that could
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only have conme from Al berta. But how t hat
changed over tine, | really couldn't speak to
very wel | .

MR. SHEEHAN: That's all |
had. Thank you.

CVMSR. HONI GBERG ~ Commi ssi oner

| acopi no.

| NTERROGATORI ES BY SP. CMSR. | ACOPI NO.

Q
A

Q

Good afternoon, M. Hachey.

Hi .

| just have a few questions. The first one
Is you've got ne a little confused about the
rel ati onshi p between your conpany and Public
Service. You indicated sonmewhere early in

t he cross-exani nation that you did not

consi der your conpany to be a "conpetitor" of
Public Service; is that correct?

That's correct.

Ckay. What about Northeast Uilities, their
parent conpany? Do you consi der your
conpani es to be conpetitors with thenf

No.

Why not ?

When | think of conpetition and | began our
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retail program | think of the people that we

conpete with at the retail level, where we're
trying to -- custoner solicitation, devise
products, devise terns of contracts -- you

know, conpete on pricing and put in a firm
and final offer and that sort of thing,
that's the kind of vigorous conpetition that
I think of, whether it be at the retail |evel
or at the wholesale level. PSNH has a
default price. So it's a last-resort price,
which is, you know, a fairly stayed product.
And it's -- like | say, it's a last resort.
So, maybe |'ve just been in the conpetition
gane for too long. But | don't regard that
as "conpetition.” | regard conpetition with
now PSNH s forner affiliate, Sel ect Energy,
was a conpetitive entity. And they were very
much in conpetition with us when they
existed. Ohers, you know, such as D rect
and Constellation and the |ike, | consider

t he conmpetitors. | do not, for exanple,
consi der the Massachusetts Electric Default
Rate to be a conpetitor to us. It's just ny

sense and ny use of the term
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Ckay. | have anot her question about
definitions. You nmentioned during the course
of cross-exam nation that you coul dn't answer

M. dahn's question about the price of shale

gas unl ess you knew the "lift price"? Wat

do you define -- how do you define the "lift
price"?

So, ny definition -- and I'm not a gas guru,

|'ve just been around gas. And when | think
what's the cost, whether the engineering
cost, if you will, the CEM cost of getting
that gas out of the ground. And that, of
course, neans drilling the well and all the
directional drilling and the use of the sand
and the water and the additives. So you go
t hrough all of that, and you're going to get
into a certain anount of gas; what's the cost
per mllion Btu of that resulting gas. That
then gives you a nunber that fits on the
supply curve of natural gas.

Wul dn't that price -- wouldn't that cost,

t hough, be included in the various exhibits
that M. d ahn showed to you regardi ng shal e

gas?
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well --

He showed you exhibits that had, you know,
mar ket share and cost of gas. |Isn't all of
that included in those exhibits? And you
tried to parse it out, but you couldn't
answer the question because you didn't know
that lift price. |1'mtrying to understand
why you couldn't answer the question.

We've got a whol e supply curve of ways of

pr oduci ng gas, you know, and then we have a
demand curve that intersects. And as |
recall, the difficulty I was having is you
can have a trenendous quantity of shal e gas,
for exanple, in the ground. And if it takes
you $10 to get it out, well, that's not going
to be relevant in terns of gas pricing until
gas gets up to that level. Oher than that,
it's not really relevant. On the other hand,
if it's $2, and all the conventional supplies
are $4, well, it's hugely relevant.

I n the begi nning of your cross-exam nati on,
or maybe it was at the beginning of your
direct testinony, you indicated that one of

the things you faulted Public Service for was
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that they failed to update the Public
Uilities Conm ssion about the increase in
the price. And | think you' re talking

about -- 1 think you were referencing the
meeting with Staff. | forget the date, but
back in the 2008 tine frane. |Is that
correct?

Well, there was -- |I'mnot quite sure which
meeting. There was a neeting with Staff
where the chart that we've been tal ki ng about

was di scussed. Are we tal king about anot her

meeti ng?

Well, I was asking you. |Is that the
neeting -- is that what you're tal ki ng about
when you -- at the begi nning of your

testi nony, one of the things you told us was
that PSNH failed to provide information to
the PUC and the OCA about the gas price, you
know, the break-even price and --

Can you give ne the testinony cite?

| don't have the cite. That's ny note from
your direct testinony before you were
tendered for cross-exam nation. You

identified three basics of your testinony:
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First one was about Public Service failing to
provide information to the PUC and the OCA

Wi th respect to the sensitivity of gas
prices, which | took to nean that break-even
poi nt .

Yes.

| guess ny question is, let's assune that
they didn't informthe PUC. They didn't
informthe Staff. As a Conm ssion, what are
we to make of that in the prudency

pr oceedi ng?

Well, that was a fundanental piece of data
that told you what the threshold price would
be. In other words, you didn't have to run
an econom ¢ anal ysis; you had a nunber. And
t hen you could periodically check to see,
well, was that $5.29 -- how close to the |ine
Is that? And as conditions changed,
certainly as they did in 2008 and well into
2009, conditions were changing radically. So
t he Comm ssion could have rai sed further
questions, to the extent that PSNH didn't

tell you itself, about the changes in

conditions. It would have been a very

39
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val uabl e pi ece of information, for exanple,
to M. Janeway, when he brought his bill to
have a study done, if, for exanple, in the --
Vell, let's stick with the Public Utilities
Commi ssion right now, okay.

Sur e.

Because | can ask you about the Legislature
in a mnute.

Ckay.

But what are we as a Conm ssion to make of
the fact that Staff was not provided with
that nunber? What is your position that we
shoul d nake of that? That we shoul d nake a
findi ng of inprudence because they did not
provide that informati on? O should we use
the $5.29 nunber to sonehow deternine
prudence? | guess |I'mtrying to understand
what rel evance it should have to the
Commttee [sic] i n our decision or what your
position is.

Wll, the end result is that the $5.29 is not
bei ng net, and there could have been earlier
questions raised well before nmajor dollars

were being commtted, major custoner dollars,

40
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to the extent that all the dollars flowed to
custonmers, to the extent that major custoner
dollars were being commtted and spent.

So the questions -- the PUC coul d have
rai sed quite a nunmber of questions, and it
wasn't in a position to do so because it
didn't have that information.

Ckay. Let's assune the sanme fact, but only
change the subject to what should this

Commi ssion make of the fact that, if we
accept what you say, that the Public Service
Conpany did not provide that information to
the Legislature? 1Is it the same anal ysis?
Well, | started with the Janeway Bill as an
exanple. And that was a bill that said we
need to stop and take another | ook at this
because of the dramatic run-up in cost. And
what that would have led to, that $5.29
nunber woul d have led to, is what is the
price breakdown, what is the cost
differential, and it would have led to an
awful | ot of questions and perhaps sl ow ng
down and re-eval uati ng whether it nmade sense

to go forward at all.
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So, as a Comm ssion, we should assune that,

i f that nunber had been nade known -- taking
your testinony that it hadn't been made
known -- but as a Commi ssion, we should
assune that, had it been nade known, the
Legi sl ature woul d have done sonet hi ng el se.
Wll, it was a determ nant of whet her
custonmer benefits were going to result. And
I guess |I'm naking the presunption that both
the PUC and the Legislature would have

been -- and the OCAto this matter -- would
have been | ooking to ensure that the end
result woul d have been net custoner benefits.
And to the extent that information was out
there that indicated that there wouldn't be,
my presunption is, you know, the PUC and the
Legi sl ature woul d have taken action of sone
sort, whether it be to study or to say, you
know, perhaps we need a change in the | aw
here before this gets too far and negati ve
consequences fall onto custoners. Because
certainly -- and | know that, as PSNH s

i ndi cated, nost of ny analysis is econonic.

That's what | was focused on. And so that's
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the scenario | would have seen pl aying out,
that in fact the Conm ssion and the
Legi sl ature both woul d have responded in a
manner to ensure that the custoner interest
was being net. Precisely how? | don't know.
Let ne shift gears, then, fromthe

Legi slature and the PUC to sonet hi ng that
you' re probably much nore famliar wth.

You nentioned during the course of your
testinony that you were involved in the sale
of Brayton Point --

Yes.

-- coal facility?

Yes.

And when were you involved in that? Wat
year ?

1997 to 1998.

And what were the circunstances of that sal e?
WAs that a divestiture, or was that just a
sal e of assets by a generating conpany?

That was the divestiture of the New Engl and
Power Conpany fl eet of assets and as a result
of deregul ation of the industry.

Ckay. And you also indicated that -- well,
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actually, you said it was sold twice. Wre
you involved in the ot her sal e?

No. And | probably have to say it was sold
three tinmes. The first sale was to -- of the
assets was to USGen, who went bankrupt. From
t hat bankruptcy, Dom ni on bought the coal
assets and Manchester Street. Dom nion then
constructed the -- quite a variety of

back- end and expensive environnent al

controls, such as cl osed-cycle cooling and
air em ssion.

And when Dom nion owns it, it's a unregul at ed
asset ?

Yes. And then Domnion sold it to Equi Power.
Equi Power has now -- if you're follow ng the
NEPOOL events, Equi Power has announced its

cl osure, and Equi Power has now sold it -- or
not; it may not have closed -- but has
announced the sale to Dynegy. And | don't
believe it has closed. And the other coal

pl ant, which was Sal em Harbor, has a simlar
set of events, alittle different tw st.

Wien you were involved with the sale, the

original sale of Brayton Point, was it sold
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as a group with other facilities?
Yes. The sale to USGen was virtually the
entire set of assets, with the exception of
their equity ownership in Ccean State Power,
whi ch TransCanada pur chased.
You al so nade a reference in your
cross-exam nation to the fact that "numerous
facilities have changed hands i n New Engl and
under various circunstances” is what | noted.
Correct.
And are you thinking of any particular
facilities when you say that? | nean, |
guess |I'mlooking for atine frame. |I'm
| ooking for a little nore definition, I
suppose - -
Facilities are constantly changi ng hands. Do
I have any particular one? | have dozens in
ny mnd. |I'mtrying to give you the
particul ars on each and every one of them
but there's -- nost of the generation fleet
has changed hands two or three tines.

SP. CVSBR | ACOPI NGO Thank

you. | don't have any further questions.
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| NTERROGATORI ES BY CVSR. HONI GBERG

Q
A

Q

Good afternoon, M. Hachey.
Good afternoon.
| have a couple areas | want to ask you
about. The first is a nunber of the exhibits
that M. d ahn showed you this norning were
Power Poi nt slides that have a TransCanada
| ogo on them
Yes.
A nunber of them have a graph that is
entitled "NYMEX Gas Prices" for different
years, but they all had -- they were all
graphs that | ooked roughly the sane. Do you
remenber those?

You can look at -- if you can find
Exhi bit 106, on the second page, the top
slide is an exanpl e of one.

MR SHEEHAN: M. Honi gberg,
at a break, | nunbered those exhibits for
ease. So if it's wong, blane ne, not him
But he should be able the find it.

It works. | have it.

(Wtness revi ews docunent.)

BY CVBR. HONI GBERG
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Duri ng your exchange with M. d ahn, you used
the phrase "cash price.” "This m ght be
based on a NYMEX cash price."

Correct.

I do not in any way have any great
under st andi ng of what goes on with the New
York Mercantil e Exchange. Can you tell ne
what you mean by "cash price"?

Spot pri ce.

Ckay. So you -- and what, then, do you
bel i eve this graph shows using spot prices?
The spot price on sone basis. | don't know
whet her it's end-of-nonth spot or average
spot for the nonth, but it's a spot price
for, you know, daily exchanges. So if |
needed, you know, 10, 000, 20,000 cubic feet,
what would | pay on January 2nd in the NYMEX
exchange. So it's simlar to, for exanple,
what we would have in NEPOCL. So if you went
to the SO Wb site and you | ooked at, you
know, today's price, you know -- actually, we
have an hourly price. But what's the average
of the hourly price. O you can say, what's

the average of the on-peak prices. So that's
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the "spot market." And of course, we nmake it
even nore conplicated because we have real
time and day ahead. But 1'll | eave that
aside. So it's the spot price of the daily
exchange price. That's ny presunption. But
obviously, as | caveat it, | didn't nake the
chart.

| understand you didn't create this. But if
this graph is in sone way based on the actual
spot prices, what -- so this was prepared in
2011. It presunmably shows the actual spot
price up until sonetinme shortly before the
report was prepared and then a projection
goi ng forward?

That woul d be ny understandi ng, yeah.

Wuld it in any way, then, have used the
futures prices that are al so being
established at the NYMEX, at |east for the
shorter term to create the projections?
That woul d not be nmy expectation, no.

The futures prices being set, though, are the
proj ections by those who are paid to nake

t hose projections and hedge contracts and

purchases for future use of what the price is
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going to be a nonth fromnow, two nonths from
now, a year fromnow, is it not?

Well, the futures prices are prices that's

off inthe future -- that is, buyers and
sellers are consunmati ng deals. And so

it's -- you know, in ny presentation -- |I'm
sorry -- inny --

Test i nony?

-- testinony -- thank you -- you know, |
expl ai ned what the nature of NYMEX futures

prices are. And they're very useful because,

you know, people who are quoting -- who have
quoted prices to custoners and -- for
exanple: It's very useful to power

generators, because knowi ng how they can | ock
down their gas price, they can then | ock down
their power price. And so they can quote
prices out -- you know, if today we're
sitting here, in Cctober, | can quote a
Decenber price based on the use of the NYMEX
futures.

And because it's a prediction of what the
spot price is going to be at that tine; is it

not ?
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No, it's not a prediction. |It's the price at
which parties will exchange -- you've got a
buyer and a seller.

How do t hose buyers and sell ers know what
prices to offer or bid in the future on the
futures market?

It's the nature of the market, | guess.

And when they are doing their spot price
deals at that tinme, they' re based on supply
and denmand at that tinme. Are you saying
there's no rel ationship between one and the
ot her ?

VWhat | think | said in ny testinony is that
t he nature of the NYMEX futures is that

there's a trenmendous anount of liquidity in

about the next year. After that, |'ve got
exhibits in nmy testinony -- | think the NERA
fol ks have exhibits in their testinony -- and

we have the U S. Senate Conmittee report
whi ch says trenendous volune in the very near
term after that, in the case of the U S
Senate report, it says it's specul ative.

So, you know, it's not even an issue of

what the forecast is. You can secure the gas
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at that price for, like, the next year.

After that, it gets a lot nbore interesting
because of how thin the nmarket gets.
Under st ood.

So the point I was making is that it's very
robust for trading and locking in in the next
year. After that, it's speculative. 1In
fact, the U S. Senate report is really an

i nvestigati on of the Amaranth scandal, which
i's mani pul ati on of those prices, which gets
right to the heart of the speculation as you
go out into the future. Wio's behind those
prices? Wat's going on? | don't know.

What | do know is that, in the case of the
forecasts, people at the ElI A have sat down
and gone through the hard work of draw ng on
a national basis the supply and denand
curves -- we're really into Econom cs 101,
draw ng supply and denmand curves -- and
finding the intersection points.

But com ng back, then, to the slide, the
third slide of the PowerPoint, when whoever
was creating this graph for the 2011 report,

you don't think they would have | ooked at the




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS: HACHEY]

52

futures prices in the short termfromthat
point to get a sense of what the projections
should be? They had all the past spot price
information. You don't think they would have
used the futures prices for sone period of
tinme before they started using other sources
to project?

Well, if futures prices are inflated, hyped
for sonme reason, because there's a hurricane
comng or -- you know, that's trader --
trader ganes can start hyping prices and
pushi ng up prices because the buyers are
worried and that sort of thing. And | think
what the forecasters are really doing is
taking a cal mview of the market, not an

inflated view, not a deflated view, and

sayi ng, | ook, these are the -- assum ng a
conpetitive market, then -- and of course, we
believe it is -- then you go right back to

mar ket fundanentals, which is the

i ntersection of the supply and the denmand
curves.

But those people who just did that, you

specul ated they woul d have di scounted certain
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of the futures prices because they m ght have
been mani pul ated. But they | ook at them and
consi der whether they are -- whether they
have value in nmaking their projections in the
short term would they not?

Perhaps. |I'msure they're | ooking at the
cash prices, the recent cash prices, too. |
really can't sit here and say what -- whether
the EIA | ooks at themor not. | nean, that
isn't what they say.

Wll, we're not tal king about the EIA. [|'m
just trying to get an understandi ng of what
your concerns were about the creation of that
graph. And | think |I understand where you

ar e.

But speaki ng of hype, one of the things
that you felt was inportant -- and |I'm not
going to be able to find it in nmy notes --
was a report done, | think by Navigant, for
gas producers?

Yes.
The gas producers' interests at that tine was
certainly to make their industry attractive

and interesting to investors and those
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considering where to take the energy narket;
was it not?

| can't read their m nds.

Well, it certainly woul d have been in their
econom c interests for a report to be very
bullish on their industry, wouldn't it?
Well, it wouldn't -- | hear what you're
saying. But what I'mthinking of, it's not
bullish on pushing gas prices to say that we
have these trenendous reserves. So |'m not
quite sure howit cuts. | don't really know
why they did what they did.

Last thing | want to ask you about is the
$10 mllion that's on Page 30 of your

testi nony, one of the very last topics you
di scussed with M. d ahn.

Ri ght.

And | had the sense that you and M. d ahn
were tal king right past each other during

t hat stretch.

Your basis for saying $10 mllion was
essentially what their sunk costs were at
that tinme, and that's what they shoul d get
back; right?
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Correct.

You were nmaki ng no assertions about whet her

t hat nunber or any ot her nunber was the point
at whi ch buil ding the Scrubber was econom c
or not econonic; correct?

That's correct.

All right. | have nothing further.

| NTERROGATORI ES BY SP. CMBR. | ACOPI NO (cont' d):

Q

I just want to ask you one nore question.

Wt hout getting into the whol e econom c
anal ysi s, when you answered Comm ssi oner
Honi gberg' s questi on about Exhibit 106 --
t hat being the NYMEX gas prices, January 2011
forecast slide on the Slide No. 3 -- you' ve
said that it could be -- they could have used
spot prices or cash prices, or spot price or
what ever you want to call it. |Is there
sonet hi ng about the prices in the chart that
Is informng you in saying that, or is it
just because you know t hat those other prices
exi st? Because it's been suggested by PSNH
that these are futures prices.
Ri ght.

So I'"mjust trying to figure out what inforns
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your suggestion that this chart m ght be
based on cash prices. |Is it sonething about
the prices that you know, or is it just

because you know that there are two different

ways that NYMEX will garner the information?
Wll, as | said, | didn't -- | just want to
be careful. | didn't nmake the chart.

| understand that. That's why |I'm asking --
(Court Reporter interrupts.)

Sorry. |If they were NYMEX futures, they

woul d have said "NYMEX futures." NYMEX gas

prices to ne is al nbst synonynous with the

Henry Hub prices, which neans spot.

Ckay. So it's just the title that inforns

you t he nost.

Well, the other thing we could do is, | have

a chart of Henry Hub prices that the EI A

prepares, that my recollection is that it

| ooks a whole lot Iike that. So...

Is that in your testinony as one of your

attachnent s?

| don't -- | don't know. But it's -- quite

frankly, it's about two clicks away on a

conputer. It's readily available if it's not
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an exhibit. But I'mnot so sure we
actually --

SP. CGVBR | ACOPI NO. M.
Patch, do we know if it's an exhibit or if
it's attached to his testinony?

MR PATCH: ' m sorry. I was
f ocused on sonet hing el se.

SP. GQVSR | ACOPINO W're

tal ki ng about -- he said there's an

exhibit -- or, well, he doesn't knowif it's
an exhibit -- but a docunent of Henry Hub
prices for the tine frane, | guess, from 2000
to 2020.

M5. GOLDWASSER: W can get
you t hat nunber.

SP. CGVBR | ACOPI NO. It's
actually a chart he's tal king about.

MR, PATCH | think it's an
attachment to his testinony.

SP. CMBR | ACOPI NO  Okay.
If you could just -- you don't have to do it
ri ght now, but if you could just alert us if
it's already in the testinony. |If not, if

you coul d get us the docunent.
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THE W TNESS: Sure.

MR GLAHN. | f may?

CVMBR. HONI GBERG M. d ahn

MR GAHN:. It's alittle bit
| ate for TransCanada to be producing
docunents now. M. Hachey's in here
testifying about prices and net hodol ogy. He
hasn't produced any of the docunents that
woul d support that. So, of course, we can't
question whether in fact this document is
based on a particular price or what the
nmet hodol ogy was. That's a concern. And
we'll address that at the end of it, but --

SP. CVBR | ACORPI NO Do

you - -

CVBR. HONI GBERG Wl |, M.
d ahn, there's a docunent you gave hi m during
Cross-exam nati on which raised sone
questions. Both Comm ssioners asked him
questi ons about that docunment. Conm ssioner
| acopi no has asked for a docunment. | think
that, to the extent you want to object to the
production of a page that the w tness has

referred to, it's going to be denied -- it's
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going to be overruled. But --

MR GLAHN.  Well, |I'm not
going to say anything further because | know
where you're going. So I'mgoing to |eave it
al one.

SP. CVBR | ACORPI NO M.
d ahn, though, if you -- do you have any
information that would informus as to what
t he basis of the chart that you put into
evi dence - -

MR GLAHN: No, | think --

(Court Reporter interrupts.)

MR. GLAHN. | think you can
ask M. Large about that. But these are just
t he only docunments we' ve been able to find,
all of which are publicly avail abl e.

SP. CVSR | ACOPI NO  Ckay.
But to the precise question --
MR, GLAHN: | don't --
(Court Reporter interrupts.)
SP. CGVBR | ACOPI NO. Let me
finish. But to your question, you don't have
any further information that inforns why we

shoul d accept your suggestion that these are
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future prices.

MR GLAHN: | don't know t hat
| suggested anything. | asked himwhether in
fact they were, to see if | could get his
answer and -- but | take your point. And
you're going to get the docunent if it
exists, and we'll see then.

SP. CMBR | ACOPINO |f you
come across anything that inforns us, please
| et us know.

MR GLAHN: Il wll. And I
hope, if he's going to produce the docunent,
he does it before M. Large finishes his
testi nony.

CVMBR. HONI GBERG M . Hachey.

THE W TNESS: Apparently it's
Exhi bit 53.

CVMSR. HONIGBERG |Is there a
Bat es page nunber ?

MS. GOLDWASSER: It's a single
page.

CVMSR.  HONI GBERG ' msorry.
It's a docunent -- it's not an attachnent to

his testinony? 1It's an exhibit we've al ready
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mar ked?

M5. GOLDWASSER: Exhibit 53
was marked as "ElI A Natural Gas Prices at
Henry Hub." |Is that what you were | ooking
for, sir?

SP. CVBR | ACOPI NO  That
sounds |i ke one of the exhibits that's been
mar ked by the parties, but we have not been
provi ded - -

CVMBR. HONI GBERG No, no, |
t hink we may have it. Yeah, we do.

M5. GOLDWASSER: | think it
cane in on the first day.

CVSR. HONI GBERG lt's this
ri ght here (indicating).

SP. CVSR | ACOPI NO Thank
you.

MR, SHEEHAN: M. Frantz
poi nted out that it's also attached to Steve
Mullen's testinony. SEMS8 is a graph wth
t he Henry Hub. ..

SP. CGVBR | ACOPI NO. I have
no further questions, M. Chairnan.

CMSR. HONI GBERG M. Patch,
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redirect?
MR. PATCH. Yes. Thank you.
REDI RECT EXAM NATI ON
BY MR PATCH:
Q First of all, the Chairman asked you a
question about the C ean Skies report.

MR. PATCH And | just want to
make it clear for the record. | believe the
exhi bit nunber for that is 51.

BY MR PATCH:
Q | don't know if you have in front of you
there the exhibits, M. Hachey, but that was
a response to -- it's mslabeled, |I think, in
the list | have. It was TransCanada's
response to PSNH Questi on No. 66.
(Ms. ol dwasser hands docunent to
W t ness.)

MR. PATCH And it's not the
entire report, | would just point out to the
Chairman. We'd be happy to produce the
entire report if you would |like. W produced
a couple of pages fromthat. W provided a
link in the response.

BY MR PATCH
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But M. Hachey, is that in fact the report
that the Chai rman was aski ng you questi ons
about that you referred to?
Yes.

CVMBR. HONI GBERG  Thank you,
M. Patch.

BY MR PATCH:

Q

Do you renmenber M. d ahn asking you a
question about Ken Col burn and the docunent
t hat he had provided to the Legi sl ature under
his name and Synbiotic Strategies? | think
it's Exhibit 96 [sic].

I renmenber the question.

And | believe he asked you whet her
TransCanada had paid for that, for the
production of that docunent at all. Do you
remenber that question?

Yes.

And have you since been able to inform
yourself as to whether in fact TransCanada
did pay for that?

| have.

And did they?

No.
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You were asked a nunber of questions by M.
d ahn about things that you did not have
before you when you put together your
testinmony. And | want to ask you a question
about Exhibit 37, which I believe is
sonet hing that you did not have before you
when you prepared your testinony, and that is
t he New Hanmpshire -- the Public Service
Conmpany of New Hanpshire affiliate, Yankee
Gas, and what Yankee Gas had filed with the
Connecti cut Conmm ssion. Do you have that in
front of you?

(Ms. ol dwasser hands docunent to

W t ness.)
| do now.

MR. GLAHN: Sonmeone have an

extra copy | can | ook at?

(Ms. ol dwasser hands docunent to Atty.

d ahn.)

BY MR PATCH

Q

Is this a docunent that was avail able to you
in response to a data request from PSNH or in
any ot her way when you prepared your

testi nony?
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No.

Do you know when and how TransCanada and
TransCanada' s counsel cane across that
docunent ?

My recollection is it was --

MR. GLAHN. And again --

CVBR. HONI GBERG Wait, wait,
wait, M. Hachey.

MR GLAHN: [|Is he going to
open a conversation that he had with his
counsel, with his lawer? 1Is this privileged
conmuni cation he's going to waive?

CVSR. HONI GBERG | don't
know. He asked the question. Let's find
out .

My recollection is our counsel said publicly

t hat she found this on Col unbus Day.

BY MR PATCH

Q

A

So it was not available to you at the tinme
your testinony was filed; correct?

That's correct.

Have you had a chance to | ook at the
docunent ?

|*ve had sone chance to look at it, yes.
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Do you see the letter of March 2nd, 20097

| do.

Do you a see reference in the first paragraph
to, "On Novenber 13, 2008, the Conpany
requested an extension of tine to March 1,
2009, to allow the Conpany to assess recent
energy and mar ket changes, to incorporate
those inpacts into a new forecast, and to
devel op detail ed support for the updated
forecast"?

| do.

Is that in any way inconsistent wth any of
the testinony that you put together?

No.

Do you think it supports your testinony?

MR GLAHN: [I'mgoing to
object. | don't think there's any evi dence
here that -- looking at this, this report

indicates that it's a report that was
required by a specific provision of
Connecticut law. | don't think there's any
foundation for the fact as to what that
update -- whether there was an update

requi red under | aw or what the update
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required.
CVSR. HONI GBBERG  Overrul ed.
VWll, ny testinony was that there were narket
changes.

BY MR PATCH:

Q

And does this seemto suggest that at |east a
PSNH affiliate was aware of those narket
changes?

Yes.

' mgoing to direct your attention to Page 23
of this exhibit. 1In the |ower right-hand
corner it's also Roman I11-16. At the top it
says, "Major Forecast |nputs.”

Yes.

Do you see the second paragraph, the first
sentence, "Another nmajor input to the
forecast nodels is energy prices"?

| see that.

And t he next sentence, "The Conpany uses
Energy Ventures Analysis... forecasts of
retail and whol esale energy price inits
forecasti ng process"?

Yes.

Are those, in fact, the forecasts that
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TransCanada's been trying to get for the | ast
two years?

MR. GLAHN:. Obj ecti on.

CVBR. HONI GBERG M. Patch.

MR PATCH. | think it's a
sinmpl e question. M. Hachey knows, as does
M. dahn, that TransCanada's asked nunerous
data requests about this, and we finally got
sonme information on Friday about this. And
this is sonething that was avail abl e,
apparently, to an affiliate. As we know from
the record, PSNH cited it in the LCIRP, the
2007 one that is nowin the record, that PSNH
put in the record. There are other
references in the record to it, too.

MR GLAHN. W --

CVSR. HONI GBERG  Seens |i ke
testi nony about the discovery problens. |
nmean, is that where you're going with this --

MR, PATCH: No.

CVSR. HONIGBERG -- or is
t here sonet hi ng substantive you want to ask
hi m about ?

MR PATCH: No, there's
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sonet hi ng substantive. So I'll ask anot her
questi on.
VMR GLAHN: |'"ll also note for
the record that he -- there's no evidence

that he didn't have the EVA forecast for
2008, which was produced a long tinme ago.

MR, PATCH: No, it wasn't.
That's just not true.

CVBR. HONI GBERG Wl |, what's
t he substantive question you want to ask him

about the EVA forecast?

BY MR PATCH

Q

A
Q

Isn'"t it true, in your testinony, M. Hachey,

that you nmade reference to the fact -- and |
believe it's -- let nme just find the cite in
your testinony -- at the bottom of Page 24,

t hat you had elim nated the EVA forecast
because you were not provided -- well, as it
says there, "W only were provi ded EVA

f orecast val ues through 2018 by PSNH, and we
| acked any narrative explanation of how to
extrapolate it through 2017 [sic]"?

I think it's 2027.

I"msorry. | msread that.
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Yes, that's in ny testinony.

And so you, in fact, discounted the EVA

f orecast because you weren't provided with
sufficient informati on from PSNH, sone of

whi ch we have now received; is that correct?
That's correct.

And then there's one nore page in this

exhi bit. The next, Page 24, "Long-Run G owh

Potential ," the second paragraph. |'m going
to read you the third -- actually, the fourth
sentence | guess it is. It says, "Natural

gas prices, as neasured by Henry Hub, also
saw a plunge in 2008 and are expected to
remai n bel ow recent history for the next
several years for reasons sinmlar to those
affecting oil."” D d 1l read that correctly?
Yes.

"But, al so, and perhaps nore inportantly,
prices are likely to remain depressed because
of the newy discovered and expl oitabl e
supply response available fromthe
unconventional sources (shale plays)." D d I
read that correctly?

Yes, you did.
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So, is it your understanding that PSNH
affiliates, in fact, had this infornmation
avail able to themin the tine franme that is
under consideration by the Conm ssion in this
docket ?

MR, GLAHN: That tinme franme
bei ng what, M. Patch?

| object to the question. The
time franme isn't specified. This report was
i ssued in March of 20009.

MR. PATCH. That's right. But
there's a letter indicating Novenber 13th of
2008, that they were asking for evaluating
the i npact of market drivers on the nost
recent sal es forecast.

MR. GLAHN:. But the report was
filed in March of 2009, and you're asking him
about a statenment in -- M. Hachey's asking
about a statenment -- M. Patch is asking
about a statenment in a 2009 report. And I'm
objecting to the questi on because he's not
identifying the tinme franme in which he
purports to argue that PSNH had access to

this informati on.
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MR. PATCH Well, it's clearly
in the fall of 2008 when they asked for the

ext ensi on.

BY MR PATCH:

Q
A

Q

Wul d you think that's fair, M. Hachey?
That's what the docunent says.

And then also in 2009, because that's when
the actual report was filed. Wuld you say
that's fair?

Yes.

Do you renenber M. d ahn wal ked you t hrough
a nunber of, | guess I'll call them"math
problens,” on the chart up there in front of
t he Comm ssion, where he started wth the 457
mllion, and then subtracted fromthat, for
exanple, 35 mllion for the secondary

wast ewat er treatnent, and then al so
subtracted sone other nunbers fromthat? Do
you renenber that discussion?

Yes.

And | think he canme up originally with an

83 percent increase in the original estimte
of 250 mllion to the 457 mllion. Do you

renenber that?
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Yes.
O all those nunbers that he wal ked you
t hrough, isn't that the only rel evant one?
MR. GLAHN:. Obj ecti on.
Rel evant to what ?
MR. PATCH:. [|'Ill reask the
questi on.

CVBR. HONI GCBERG  Thank you.

BY MR PATCH:

Q

Isn'"t it fair to say that the other math that
he had you do was based on infornation that
canme out after what was known to PSNH in the
sumer of 2008?
That's ny under st andi ng.
So that, in effect, would be a | ook-back.
That would, in effect, be using hindsight;
would it not?
That's correct.
Now, M. Hachey, |1'd just like to explore a
little bit about your own personal
backgr ound.

I think in response to sone questions
earlier today, you tal ked about how you had

wor ked for New England Electric Systemfor a
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nunber of years. Did | hear that correctly?
Yes.

And New Engl and Electric System at that
tinme, was a regulated public utility; is that
correct?

Yes.

And were you involved at all in doing

anal yses associated with i nvestnents that
NEES, the regulated utility, was going to be
maki ng i n power plants or in other assets

t hat they owned?

MR. GLAHN. bjection. |
think this witness has already testified that
he didn't have any involvenent. | asked him
about maki ng decisions in real tine as to
whet her things were prudent. He said he
didn't have any involvenent in that.

CVSR. HONI GBBERG | renenber
t hat question and answer. M. Patch

MR. PATCH | think the
question was with respect to TransCanada and
not with NEES. So we can establish
now what - -

CMSR. HONI GBERG Let's -- al
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right. You can answer the question.

For, you know, a nunber of years as |

joined -- it was New Engl and Power; New

Engl and Power was the rel evant subsidiary --
| was assessing capital projects at
generating stations, doing the econonc
assessnments. | wasn't nmaking prudency
determ nations. | was doing the economc

anal ysis of the projects.

BY MR PATCH:

Q

And can you give us, you know, just sort of a
bal | park, a 10, 000-foot summary of the kinds
of things that you would | ook at when you did
t hose ki nds of assessnents?

Wll, typically it would involve -- the
carrying charges on the capital investnent
woul d be the cost, and the savings woul d be

t he production savings, which would be
determ ned by doing a wwth and w t hout

anal ysis on a production-cost sinulation
nmodel , which is very common in the industry.
And did that experience that you had inform
your testinony in this docket?

Yes.




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS: HACHEY]

76

And goi ng back to the board of trustees
presentation, do you recall how they had in
there the spread of $5.29 between the price
of natural gas and coal as being basically

t he break-even point that was necessary to
make the Project economic? Do you recal

t hat ?

Yes.

And obviously, we've had a | ot of testinony
so far, and I"msure there'll be nore, about
the fact that that was not presented to Staff
and not presented to the Comm ssion and not
presented to the Legislature.

MR. GLAHN. bjection. |
think we've had plenty of testinony about
what was presented: The sensitivity
anal ysis, the price of gas, the price of
coal .

CVMSR. HONI GBBERG ~ Sust ai ned.
Wiy don't you get to the question that you

want to ask hi mabout it.

BY MR PATCH:

What did you understand that $5.29 figure to

be?
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That was the differential cost between
natural gas prices and coal prices at which

t he net benefits to electric custoners woul d
appear .

And based on your experience with New Engl and
Power Conpany, if a utility had that
avai |l able to them how would they use that
nunber ?

Wll, it's a very conci se way of assessi ng
the Project at any point in time as nmarket
condi tions changed. It's a very useful --
trying to cone up with a word. But it's a
very useful concept, a very useful nunber.
And so, a utility that had that nunber
available to it, would that be the end of the
story? Wuld it ever have gone back and

checked that nunber periodically going

f orwar d?

Vll, | would think that the utility woul d
recogni ze that that's what -- that's the
nunber -- that's the spread that was

necessary for there to be consuner benefits.
And t hat woul d have been a nunber you' d want

to be sure of to -- that as tine and life
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unfol ded, that it would be a robust nunber
and woul d not be an et hereal nunber, if you
will.

And if the utility also had available to it
information that indicated that that $5.29
spread, | ooking back historically over a
15-year period, had never been net, that in
fact the average had been $3.18, do you think
t hat woul d have given them pause on whet her
to proceed?

Yeah.

MR. GLAHN. bjection. The
evidence is not that the not been net over
that period of tinme. The evidence is from
the chart. |If M. Patch wants to narrow his
question to the period from 1993 or identify
the specific tinme frane, the question nakes
sense. But he hasn't laid a foundation for
It otherw se.

MR. PATCH. | thought | did
| ay the foundation. It's the 15-year peri od.
The aver age spread over that 15-year peri od
is $3.18, according to the chart. W can go

back to the chart if necessary, but that's
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what the chart says.

MR GAHN:. |If M. Patch has
evi dence as to what the average spread was
over the 15 years, | don't know where it is.

MR. PATCH:. It's right on the
chart.

CVSR. HONI GBERG I think --

MR, GLAHN:.  \Where?

CMSR. HONI GBERG - - Ms.

ol dwasser's going to find it for us, and
we'll find out.

M5. GOLDWASSER: Do you want
me to read it?

CVMSR. HONI GBERG O f the
record.

(Di scussion off the record)

CMSR. HONIGBERG Al l right.
Let's go back on the record.

MR GLAHN:. Wth that chart,
"Il wthdraw ny question. But 1'd |ike the
question reread, please.

MR. PATCH Wuld it be easier
for me to restate it?

VMR GLAHN: | think so.
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BY MR PATCH:

Q

A

Well, | guess, just to establish, M. Hachey,
you have in front of you that chart?
Yes.
And does it indicate what the historical
aver age spread was over the prior 15-year
peri od?
It says, "Gas/coal spread has averaged $3.18
per mllion Btu over the |last 15 years."
And does it also indicate what the spread is
that's required to nake the Project econom c?
It goes on to say, "as conpared to the
requi red customer break-even |evel of $5.29
per mllion Btu."
So ny question to you is: Based on your
experience working for a public utility and
wor ki ng on capital projects and anal yses that
you did, whether that woul d have given pause
to a public utility on whether or not to
proceed with this project.

MR. GLAHN:. That being the
statenents that are on the chart?

MR. PATCH. That's right.

| believe so, yes.
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BY MR PATCH:

Q

What is your understanding of when PSNH first
becane aware of the fact that the estimte
for the project had risen to $457 mllion?

MR, GLAHN: | think that
question's been asked a nunber of tines,
i ncluding of this wtness.

CMSR. HONI GBERG Do you
know - -

MR GLAHN: | don't think
there's any dispute that it's May of 2008.

CVMSR. HONI GBERG  Does t hat
work for you, M. Hachey?

THE WTNESS: At this point,

sure.

BY MR PATCH:

Q

Wll, I'd like to show you an attachnent to
M. Large's and M. Vancho's rebuttal
testinony. And | think that has been marked
as Exhibit 23.

(Ms. ol dwasser hands docunent to

W t ness.)
It's Attachnent 2, Page 12 of 17.

CVMSR. HONIGBERG |Is there a
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Bat es nunber on the bottom of that?

MR. PATCH. Yeah, 431

MR GLAHN: G ve us a mnute.
Doug, could you give us the nunbers again,
pl ease?

MR. PATCH  Yup. |It's the
second -- No. 2 attachnent to the rebuttal
testi nony of Large and Vancho, and it's Bates

Page 431.

BY MR PATCH

Q
A.

Q

M. Hachey, do you have that in front of you?
| do.

And if you | ook back at Bates Page 420, |
think that's actually the beginning of the
attachnent, or at least that identifies what
the information is part of, it says "C ean
Air Project, Merrimack Station - PSNH,
Progress Update, April 25, 2008."

Yes.

And then, if you | ook again at Page 12 of the
present ati on, Bates Page 431, and you | ook
down at the very bottom under the |ine, what
does it say there?

It says "Merrinmack CAP: $425 mllion capital
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I nvestnment . "

So it sounds like, at least in this update in
April, PSNH was certainly aware that the cost
had gone up to $425 nillion. You think
that's a fair statenent?

MR. GLAHN. bjection. 1|Is he
asking himwhat "Merrinack CAP' neans? He's
asking himto nake an inference fromthis
docunent .

MR. PATCH. | can ask hi m what
he t hinks "C A-P' neans.

MR. GLAHN:  Fi ne.

CVMSR. HONI GBERG  Go ahead.

BY MR PATCH:

Q

Wul d it be your understandi ng that that
stands for "Clean Air Project"?

That's the title of the docunent, "Cean Air
Project,"” and that is an acronymthat seens
to fit. So...

So this docunent, again, is dated in April of
2008. So it appears fromthis docunent, does
it not, that PSNH actually knew as of April,
now, that the Project was going to be far in

excess of 450 -- $250 million. Do you think
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that's fair?

Seens to open up the idea that the Cean Ar
Project is a $425 nmillion capital investnent,
certainly.

And the reason |I'm aski ng you these
questions, M. d ahn wal ked you through a
nunber of questions associated wth the
timng of notifying the Securities and
Exchange conm ssion. Do you renenber those
questi ons?

Yes.

And | think it was basically early in August
that they notified the Securities and
Exchange Conmi ssion. 1|Is that your
under st andi ng?

That's ny recoll ection, yes.

And it was to try to point out that they did
not notify the Legislature at the June 18,
2008 neeting; correct?

Yes.

Whi ch we' ve al ready established through
attachnents to your testinony;, correct?
That's correct.

But do you know any reason why they coul dn't
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have notified the Securities and Exchange
Conmi ssi on before or why they coul dn't have
told the Legislature earlier about the
increase in the costs of the Scrubber

Pr oj ect ?

| don't know of any reason, no.

MR, PATCH. |'mnot sure |
need to go here, M. Chairman, but there was
an exhibit that M. Hachey was provided wth,
which was a letter from M. Kapala. And
there were certain sentences fromthe letter
that were read to M. Hachey, and he
confirmed that they were in fact read
appropriately. And there were foll ow up
statenents in that letter in each of those
two | ocations, that I'"'mnot sure it's
necessary, you know, to read them all again.
I would if you would like ne to. But | just
want to make sure that the Conmm ssion reads
the rest of those paragraphs because | think
that information is very inportant. And if
you think it's necessary, | can wal k the
W tness through. But | don't --

CMSR. HONI GBERG. W don't
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think it's necessary. | think you' ve done
what you need to do.
MR. PATCH. Ckay.

BY MR PATCH:

Q

You were asked sone questions about the
Sept enber order in the 08-103 docket. Do you
remenber those questions? It was Order No.
24,898. And I think it was at the bottom of
Page 12, where M. d ahn had asked you a
nunber of questions about what was in that
or der ?
| have the order.
Is it your understandi ng that the Comm ssion
I ssued anot her order in that docket on a
nmoti on for rehearing that had been made by
TransCanada, anong others; that there was, in
fact, an Order No. 24,914 that, in fact,
clarified a nunber of positions for a nunber
of things that the Conm ssion had spoken
about in the first order?
Wll, if I had the order, it would refresh ny
recol | ection.

(Ms. ol dwasser hands docunent to

W t ness.)
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| have order No. 24,914.

And so it's your understanding that this
order, in effect, superseded the prior order,
in the sense that it was an order issued by

t he Comm ssion on a notion for rehearing in

t hat sanme docunent ?

MR. GLAHN. bjection. |
think this witness has said any nunber of
times, "I'mnot |awyer,"” "1 can't concl ude
that,"” and now he's asking if one order
super cedes anot her, as opposed to sinmply
denyi ng reconsi derati on.

CVMSR. HONI GBERG  As asked,

t hat question has a problem

BY MR PATCH:

Q

Is this a later order in that docket? Is it
your understanding this is a later order from
the Conmm ssion in that docket, M. Hachey?
This is Docket 08-103, which |I believe is the
sanme docket, and it's dated Novenber 12th,
2008, which is after the prior order which
was dat ed Septenber 19, 2008.

There's just one provision in the order |'d

li ke to point out to you and ask --
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MR. GLAHN. \What page are you
on, Doug?
CVMBR. HONI GBERG He hasn't

gotten there yet.

BY MR PATCH:

Q

I wonder if you would just read into the
record the sentence in the order at the
bottom of the Page 13 that begins, "RSA
125- O 17" and goes over to the top of the
next page.

"RSA 125-0O 17 does, however, provide a basis
for the Conm ssion to consider, in the
context of a l|later prudence review, argunments
as to whether PSNH had been prudent in
proceeding with installation of scrubber
technol ogy in light of increased cost

esti mates and additional costs from ot her
reasonably foreseeabl e regul atory

requi renents, such as those cited by the
Commerci al Rat epayers, which include the
Clean Air Act, 42 U S.C., Section 7401, et
seq., and the C ean Water Act, 33 U S.C,
Section 1251, et seq."” Not a |l awyer.

Ckay.
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MR GLAHN: VWAs there a

question?

BY MR PATCH:

Q

Is it your understanding that that was part
of the order that was issued |ater than the
one that M. d ahn asked you about in the

sane docket ?

VR. PATCH: M. Chai rman, |
think that's all we have on redirect. |
guess what | would like to do at this point
in time, though, is just to reserve the right
to bring M. Hachey back once we've had a
chance to review all the materials that PSNH
has provided to us starting on Friday and
t hen again yesterday in response to data
requests that we asked a long tine ago.

MR GLAHN: | don't think we
have any objection to that.

CMBR. HONI GBERG. Al l right.

M. Hachey, | know this has
been a lot of fun, but I think we're going to
|l et you go for a while, anyway.

THE W TNESS: Thank you

89
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CVMSR. HONI GBERG We need to
gi ve everyone a break. Let's say 10 m nutes.
Conme back shortly before 4:00, and we'll get
done what we can with -- |'ve forgotten who
we said we were going to come up wth.

M5. AM DON:  Lar ge.

CMSR. HONI GBERG  Lar ge.
That's right. So we'll start with that.

(Wher eupon a recess was taken at 3:47
p.m, and the hearing resunmed at 4:03
p. m)

MR. PATCH M. Chairnman, we
had i ndicated in response to the data request
obj ections that M. d ahn was asking of M.
Hachey that we wanted to fill the record with
the ultimate responses, in the case that
t here were such. That's what | have here,
and | guess I'd like to ask that they be
mar ked as an exhibit.

MR. GLAHN. Coul d he just
identify what the nunbers of the responses
are?

CVMBR. HONI GBERG  Yes, | think

he probably can.
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MR, PATCH: It's 34, 37, 52,
57, 66, 67, 68, 71, 74, 75, 97, 151. And we
al so have a chart in which we listed all of
t he questi ons that we had been handed on
Fri day and then the response or objections,
in the case that there was a response, or
PSNH had el ected not to pursue it. So we
have a chart that sort of describes that,

t hat m ght be useful.

CVMBR. HONI GBERG  (Kkay.

MR GLAHN: W haven't had a
chance to see the chart, so it's hard for us
to object to it.

CVBR. HONI GCBERG  Why don't
you show it to M. d ahn.

MR GAHN: | nean, if | can
| ook at it overnight and let you know in the
nor ni ng whet her --

CVSR. HONI GBERG It's not
urgent. So, yes, why don't you hang on to
it, and we'll deal with it tonbrrow norning.

MR, GLAHN:. Ckay.

CVMSR. HONI GBERG So we're
going to mark this as Exhibit 116.
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(The docunent, as described, was herew th
mar ked as Exhibit 116 for
identification.)
MR. PATCH. Should we nmark the
chart now, too, or wait on that?
CVBR. HONI GBERG Wit until
t onor r ow nor ni ng.
MR GLAHN: | do have a notion
before we get started with these w tnesses.
CVMBR. HONI GBERG M. d ahn
MR GLAHN:. This is a point at
which I'd |like to nove for the adverse
inference again. |'Il let the record stand
on the adverse inference request that we nade
on Friday. You recall that we nmade one with
respect to gas forecasting. And the
Commi ssion will also recall that after that
testinony, | referenced an ESAlI forecast that
they had in their possession, had not
produced until April, and which was
i nconsi stent with M. Hachey's testinony and
consi stent with PSNH s. That was the ESAI
forecast for June of 2008 that showed a price

above the |ine.
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We now have -- in his
testinony this afternoon, M. Hachey said
t hat TransCanada has a forecasting depart nent
and that they prepare corporate forecasts.
W've -- that alone, | think, is sufficient
to draw the i nference, because the -- what we
know is this: W put in a lot of docunents
now t hat show TransCanada projecting gas
prices to increase, that shows very
i nconsi stent positions with respect to M.
Hachey's testi nony about when peopl e knew or
didn't know about fracking. Al of the
statenments of M. Hachey's testinony is that
peopl e woul d have known as of 2006 and 2007.
There was cl ear docunentation. |In fact, of
course, TransCanada nade a series of
statenents about that, that are inconsistent
wth that point as we've shown. W' ve al so
shown that TransCanada's CEO was projecting
gas prices to be between 6 and 10 as | ate as
2009, 2010. So, not only have we tied it to
t he i nference because they haven't produced
docunents -- renenber, this is a witness who

said the answer in No. 34 -- |'m sure
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M. Patch will point out that it was
subsequently answered, but they didn't

w t hdraw t he objection -- that M. Hachey has
no i nformati on about fuel price forecast
relating to coal, oil or natural gas produced
or available to TransCanada from 2005 to
2012. Now he says he does know t hat
corporate forecasts were prepared. To go
back to the colloquy we had a nonent ago

wth -- on questions asked by Conm ssi oner

| acopi no, if TransCanada had produced
docunents in a tinely manner, produced them
at all, or, for that nmatter, even | ooked at
them we wouldn't have this dispute about
whet her these are NYMEX futures prices or
NYMEX prices or any other forecasts. W
woul d know because we woul d have had a chance
to ask about it.

So, we were instructed that --
or the Comm ssion ordered that it nmay infer
as appropriate during the bal ance of the
docunent, that docunents and information that
t he TransCanada i ntervenors refused to

produce, as required by Order 25,663, would
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have been adverse to TransCanada' s positions
relative to those topics -- "those topics”
bei ng gas price forecasting and fracking.

Not only do we have evi dence
that there are indeed docunents that are
contrary to their position, but we now know
that they made no effort whatsoever to
produce information that was readily
avai |l able. M. Hachey testified on Friday
t hat he nade no effort. He didn't call
anybody. He didn't | ook for any docunents at
TransCanada because, in his view, they were
irrelevant. He didn't bother to call up the
forecasting departnent to determne that. So
I think this is a point in which the adverse
i nf erence shoul d be drawn.

(Commi ssi oners conferring.)

CVSR. HONI GBERG  And we wi ||
consi der whet her and how to apply the adverse
I nference during the course of our
del i berations. W appreciate the position
you' ve taken.

MR. GLAHN:. Thank you.

CVMBR. HONI GBERG  So, are we
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ready for the next witnesses? They seemto
be up there. So, M. Needl eman, you'll be
doi ng the honors on this one?
MR. NEEDLEMAN: I will.
( WHEREUPON, TERRANCE J. LARGE AND JAMES
J. VANCHO were duly sworn and cauti oned
by the Court Reporter.)
TERRANCE J. LARGE, SWORN
JAMES J. VANCHO, SWORN
EXAM NATI ON
BY MR NEEDLENAN:
Q M. Large, why don't we start with you.
Coul d you state your full nane, please.
A (M. Large) Certainly. M nane is
Terrance J. |arge.
Q And your enpl oyer is?
A (M. Large) Public Service Conpany of New
Hanmpshi re.
Q And what is your position there today?
A (M. Large) I"'mcurrently D rector of
Cener ati on.
Q And has that position changed since the tine
you filed your prefiled testinmony?

A (M. Large) Yes, it has.
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What was your position at the tine?
(M. Large) Let ne be sure.

(Wtness revi ews docunent.)
(M. Large) No, it has not changed since the
time of the prefiled testinony.
And coul d you provide a very brief overview
of your educational background and
pr of essi onal experience?
(M. Large) Certainly. | have two degrees in
engi neering: One from Dartnouth Col |l ege and
one Union College. | have 31 years'
experience in the electric industry, 20-plus
of which are in the generation-focused area.
And you have in front of you Exhibit 23
t hat's been premarked here?
(M. Large) | do.
And is that a copy of the prefiled testinony
filed in this proceedi ng?
(M. Large) Yes, it is.
And you have al so acconpanyi ng that Exhibits
23-1 through 23-15?
(M. Large) | do.
And those are the exhibits that were attached

to your prefiled testinony?
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(M. Large) That is correct.
Before | ask you to swear it out, let ne turn
to you, M. Vancho.

M. Vancho, could you state your nane,
pl ease.
(M. Vancho) Janmes J. Vancho.
And your enpl oyer, please?
(M. Vancho) Northeast Uilities.
And just a very brief overview of your
educati onal experience and background?
(M. Vancho) Sure. | have a bachelor's
degree in busi ness managenent and a naster's
I n business adm nistration, with a
concentration of finance. |[|'ve been wth NU
for 13 years now, basically involved in
proj ect analysis and capital market reviews
and corporate planning and areas such as
t hat .
What's your current title?
(M. Vancho) Manager, Financial Analysis.
And you al so have in front of you Exhibit 237
(M. Vancho) Yes, | do.
Toget her with Exhibits 23-1 through 23-15?
(M. Vancho) Yes.
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Let ne ask either of you at this point if

there are any corrections to that prefiled

t esti nony.
(M. Large) Yes. | have two, and they're
related to one another. |If we could pl ease

turn to Page 6. There's a transposition wth
respect to the exhibit nunbers for the | ast
two exhibits. So, on Line 6, the nunber "14"
shoul d be "15"; and on Line 13, the nunber
"15" should be "14." | apol ogi ze.
Any ot her corrections besides those?
(M. Large) None.
Then let nme ask you both. Wth those
corrections in mnd, do you adopt this
prefiled testinony and swear to it?
(M. Large) Yes, | do.
(M. Vancho) Yes.
And M. Large, could you please provide a
brief summary of the testinony.
(M. Large) Thank you, | wll.

Qur testinmony here today focuses
primarily on the econon c anal yses we
conducted for PSNH in connection with the

Scrubber Project. These anal yses were
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prepared for use by the Northeast Utilities
R sk and Capital Conmttee and the Northeast
Uilities Board of Trustees to reviewthe
i nvestment requirenents associated with the
Proj ect for budgeting purposes and to get an
under st andi ng of nmjor drivers of project
devel opnent and execution ri sks.

As the Comm ssion stated in Order 24,979
i n Docket DE 09-033, "Installation of
scrubber technol ogy at Merrinmack Station is a
| egi sl ati ve mandate, " and as such, it "does
not reflect a utility nmanagenment choi ce anong
the range of options.” Therefore, the
econom ¢ anal yses we perforned were for
i nf ormati onal purposes and did not formthe
basis for determ ni ng whet her the Project
should go forward or not. The anal yses we
conducted are attached to our testinony, as
referred by M. Needl eman.

The base case anal ysis show present
val ue of econom c benefits to custoners of
$132 mllion. W also conducted sensitivity
assessnents in the nodel to show seni or

managenent and the board if changes in key
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drivers could lead to upside or downsi de
changes fromthe base case. One aspect of
t he nodel involved natural gas prices. W
used prices built on our own actual
experience in natural gas delivered for use
at PSNH generating facilities here in New
Hampshire in early 2008. Those prices were
consistent with NYMEX futures prices in their
devel opnent, and they were available with
t hose NYMEX prices in the summer of 2008.
They were al so consistent with gas price data
t hat was avail abl e before the Conm ssion
| ater that year and data as di scussed by the
Energy Infornmati on Adm nistration at that
time. We believe the gas price we used was
well within the range of reasonabl eness for
gas prices at that juncture.

Furt her anal ysis was perforned during
| ate August 2008 in response to the
Conmm ssion's Secretarial letter of
August 22nd, 2008, seeking specific
information fromthe Conpany. No further
updat es were done after this tine.

Fol |l ow ng our Septenber filing to the
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August 22nd request, the Legislature
considered two bills during the 2009 sessi on:
Senate Bill 152 and House Bill 496. PSNH
nmoni tored those bills carefully. And on
March 19t h, the House Sci ence, Technol ogy and
Energy Commttee issued its report, which
stated, in part, that it did not want, "a
pause in or cancellation of the project.™
The Senate did not pass Senate Bill 152.
Based on the results of these | egislative
actions or inactions, and the Project status,
no further assessnents were necessary, in our
Vi ew.

Finally, M. Vancho and I were invol ved
in the devel opnent of presentati ons and
di scussi on packets that were presented to the
Ri sk and Capital Comm ttee and the board of
trustees and to the Public Uilities
Comm ssion Staff and OCA. W are, therefore,
prepared to speak to those i ssues as wel|.
Thank you.
Thank you, M. Large.

MR. NEEDLEMAN: M. Chairnan,

they're avail abl e for cross-exam nati on.
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CVBR. HONI GCBERG  Who' s goi ng
to be asking questions first?
MR. SHEEHAN: | think we are
first.
CMSR. HONl GBBERG M. Sheehan.
CRGCSS- EXAM NATI ON

BY MR SHEEHAN:

Q

A
A.
Q

Good afternoon, gentl enen.

(M. Large) Good afternoon.

(M. Vancho) Good afternoon.

| have a few big-picture topics to run
through with you, and then | wll turn it
over to the others.

First, you alluded to it -- and either
of you answer as appropriate -- you alluded
to it in your opening, that throughout this
case, PSNH has taken the position that
bui I di ng the Scrubber was a | egislative
mandate, that you had to do it; yet, the
docunents fromthe sumer of 2008, the
presentations to the conmttees and to Staff,
contain a lot of financial analysis. Wy do
a financial analysis if at the end of the day

you had to build it?
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(M. Large) Well, in the case of the RaCC and
board presentations, those were required by
corporate requirenents. |In order to gain

aut hori zation for spending in excess of

$10 mllion, corporate requirenents were that
we need to present before the R sk and
Capital Commttee. And there was a
standardi zed format that was necessary to
conpl ete, and that included an econonic

anal ysis. So we perfornmed that. Any project
in excess of $50 mlIlion was required to go
to the board of trustees, and a simlar type
of anal ysis was expected as part of the
overall authorization process. So those were
done in that regard.

(M. Vancho) | agree.

(M. Large) Sorry.

If you could turn to your testinony,
Attachnent 12, Bates Page 588 is the

begi nni ng of Attachnent 12.

(M. Large) | have that.

That's a data response. And what 1'd |ike
you to do is turn further, to pages begi nning

591. And these are a series of charts
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showi ng fuel prices.

(M. Large) Yes.

And as | understand it, these are from EVA
is that correct?

(M. Large) Page 591 is the comencenent of
EVA information that | believe was fromthe
spring of 2008.

Now, if you turn further to Page 601, it's

t he | ast page of what | ooks |ike the EVA-type
charts.

(M. Large) Yes.

This one is listed "Boston City Gate Natural
Gas Price." Oher charts have prices for
natural gas in different places, and for
propane and for oil, et cetera.

If we were to | ook for the nost
appropriate natural gas price for New
Hampshire, would this be the best one to | ook
at -- that being the Boston Cty Gate Natural
Gas Price?

(M. Large) If one were selecting EVA
forecasts as the basis for judging rightness,
or the right nunber, of those that are

presented here, the Boston City Gate woul d be
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the right choi ce.

That's a fair characterization? O the EVA
forecasts, the one nost applicable to natural
gas in Bowis the Boston City Gate one? D d
| say that right?

(M. Large) In New Engl and, yes. Right.
Ckay. Over the weekend, your attorney

provi ded nore of these EVA charts. And in
scanni ng through them | noted sonme of them
were listed "l ow case,"” sone "high case,"”
sone "base case.” And | can't tell from Page
601 which this is. Can you tell me which
this is?

(M. Large) Yes, | can. This is a base case
f orecast.

Ckay. And is that true of all of the
forecasts contained in the pages precedi ng
601 from EVA?

(M. Large) | believe that to be true,

subj ect to check.

Ckay.

(M. Large) And for conpleteness, this is the
February 2008 EVA forecast.

In one of the binders up there you will see
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M. Long's deposition. 1I'mgoing to refer to
a couple of docunents in that, if you can
find that.
(M. Large) Okay. Is it okay if I work from
my own version --
Sur e.
(M. Large) -- or is it referenced
differently, so that --
(Court Reporter interrupts.)

(M. Large) | brought a copy of M. Long's
deposition. | don't know if you'll be
referring to things that m ght be noted
specifically in that one that would nake it
easier for us to get to the information
qui ckl vy.
' mlooking at a couple attachnents to his
deposi tion.
(M. Large) W'll need it, then.
The first is No. 9.
(M. Large) So, to ensure | have the right
docunent, is that Exhibit 177
Shoul d be 27.

CVSR. HONI GBERG  Let's go off

t he record.

107




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS PANEL: LARGE|VANCHO]

(Di scussion off the record)
CVSR. HONI GBERG  All right.

Let's go back on the record.

BY MR SHEEHAN:

Q

So | asked you to |l ook at Attachnent 9, which
Is the report Public Service provided to the
Commi ssion in the fall of 2008. Do you
recogni ze that docunent?
(M. Large) | do, yes.
And if you could turn to Page 14.

MR. SHEEHAN: Bates 494, for
t hose foll ow ng at hone.
(M. Large) | have Page 14.
And in the mddle of the page there are a
series of assunptions that the Conpany says
it made in doing its analysis of the Scrubber
Project, which includes what we can all see
in front of us. Wat is not in that list is
any assunptions on the price of natural gas.
Woul d you agree with that?
(M. Large) That is correct.
Can you tell ne why there is no assunption
for natural gas prices in this report?

(M. Large) Certainly. Because the anal ysis
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that's being referred to here is a revenue
requi renent anal ysis associated wth the
operation of Merrimack Station, and Merri nmack
Station does not utilize natural gas.

Ckay. Fair enough. And Paragraph D
underneath the chart?

(M. Large) Yes.

It says that sensitivity anal yses were

conducted to test sone of the vari abl es on

t he overall bus bar cost. | s the bus bar
cost -- tell ne what the definition of "bus
bar cost" is?

(M. Large) "Bus bar cost"” is the total
annual or nonthly cost of operation of the
unit divided by the kilowatt hours that it
pr oduced.

And so the | ast sentence of Paragraph D that
says, "These sensitivity anal yses indicated
the economcs of the Project...” -- and I'm
underlining "econonm cs of the Project"” --

t hose aren't the economcs of the Project to
build it; those are the econom cs of running
the Scrubber. |Is that fair, or do | have

t hat wr ong?




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS PANEL: LARGE|VANCHO]

(Wtness revi ews docunent.)
(M. Large) | think the choice of the word
"project” is to be inclusive of operating
Merrimack Station with the Scrubber in
servi ce.
Ckay. Because it's clear the focus of ny
question is, that in other places the price
of natural gas is inmportant when you're
| ooki ng at the overall cost of the Scrubber.
Here, it's not nmentioned. And | think the
distinction you're drawing is this is sinply
| ooking at a different cost running the
Project rather than building the Scrubber.
Did | say that accurately?
(M. Large) Wiere | would differ is that the
cost of conpari sons between operating
Merrimack Station and alternatives |like a
natural gas-fired power plant operating,
repl acing the output for Merrinack Station;
or in our analysis, the assunption associ at ed
w t h mar ket purchases woul d be conti ngent
upon natural gas pricing. But the operation
of Merrinmack Station in and of itself is not.

Wul dn't the bus bar cost include the --
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wel |, never m nd.

So, did you do that conparison that
woul d i nvol ve a natural gas anal ysi s?
(M. Large) Yes.
And in what context did you do that?
(M. Large) Subsequent anal yses that are
presented in this report.
Ckay. And what did you assune for natural
gas prices there? O did you?
(M. Large) We did. The assunption that we
utilized was that natural gas would be at $11
per mllion Btus beginning in the year 2012
and then escalated at a rate of 2.5 percent
goi ng forward.
And as | understand it, that's the price in
the forecast that PSNH used throughout the
Scrubber Project?
(M. Large) W utilized the $11 per mllion
Btus in 2012, with 2-1/2 percent inflation
consistently through all our anal yses, yes.
Next topic, sulfur dioxide.
(M. Large) Are we finished with --
Yes. Part of the information provided in the

ori gi nal passage of the Scrubber was rel ated
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to sulfur dioxide credits. Are you aware of
t hat ?

(M. Large) Yes, | am

And PSNH and ot hers nade certain statenents
about how nmuch noney coul d be generated from
the sale of those credits in the context of
pricing the Project; correct?

(M. Large) Yes. And that, with the
install ati on of scrubber technol ogy,
Merrimack Station's em ssions of sulfur

di oxi des woul d be dramatically reduced,;
therefore, there woul d be savings, either not
havi ng to purchase all owances or the ability
to sell allowances that we had in our
possessi on.

And the projections -- well, what assunptions
was PSNH nmaki ng at the tine the Scrubber Law
was passed in '06 about the price of those
SQ2 credits? And proxinmations are fine.

(M. Large) At the tine the Scrubber

col | aborative was working to conme up with the
proposal, it's ny recollection that we
offered cases of a little over $1,000 and

t hen plus $500 or m nus $500. But | could
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validate that if you wanted to give ne a
nmonent to | ook.
That's fine for at | east ny purposes.

And this is in the '06 tine frane?
(M. Large) '05, '06. Pardon ne.
Did PSNH continue to nonitor the SO2 prices
as we went into what's nore relevant in this
docket, the '07, '08, '09 period?
(M. Large) Yes, we did.
And what did you see happen to the SO2 prices
fromthe passage of the bill in "06 until,
say, the first of '08? And again,
approxi mati ons are fine.
(M. Large) | hope it will be okay if | give
di rectional .
Sure.
(M. Large) Fromthe tine that we produced
charts that showed what econom c benefit
could be realized fromthe sale of SO2
al  owances to offset the cost of the
Scrubber, SO2 all owances actually increased
in cost for a period of tine, and then they
subsequently fell. By the tine we were

conducting the analysis, the SO2 all owance
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prices were in the several - hundred-doll ar
range, and | believe we used $500 as the
starting point in our analysis.

And that is spring of 2008, roughly?

(M. Large) Spring/sumer 2008.

Because those were the anal yses you were
presenting to Staff and others, your
commttees, which I think were June and July
of 2008?

(M. Large) That is correct.

And at that time, you say you recall your
assunpti on bei ng around $5007?

(M. Vancho) That's right. About $500.

And | think that actually appears in sone of
t he Power Points we've all seen.

(M. Vancho) That's right.

Do you know what happened -- did you nonitor
the SO2 price fromthe summer of '08 forward?
(M. Large) W "continually" -- maybe too
strong a word -- but "regularly"” nonitored
SQ2 prices as part of our conpliance
obligations. W need to know that we have
enough on hand and what it is we need to pay

in order to obtain themif needed.
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And what's happened to the price since the
sumer of 2008?

(M. Large) It's dropped even substantially
further to very snmall doll ars.

Meani ng what ?

(M. Large) Less than 10.

How | ong has it been, let's say, under $100,
roughl y?

(M. Large) Roughly two or three years.

M ght be | onger than that.

You said your assunptions, roughly in the
sumer of 2008, that your assunption was
$500. Do you know when the price went under
$5007?

(M. Large) Not as | sit here right now, but
I could research that.

Ckay. There's a reference in the statute to
"econom c incentives" that are available to
the Conpany. Are those incentives |argely
the SO2 credits, to your understandi ng?

(M. Large) At the tine of the passage of the
bill, that woul d have been the | argest doll ar
vol une i ncentive, yes.

And is it fair to say, if the SO2 price, when
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it falls as it has to under $100, those

I ncentives have largely evaporated as wel |l ?
(M. Large) That is true.

Has PSNH obt ai ned any i ncentives under the
statute?

(M. Large) Yes.

On the order of nagnitude of what? And I
understand |'mgetting -- hitting you wth
this fromleft field. So your

approxi mati ons, or at |east an idea --

(M. Large) As a result of all the

I ncentives, quote, unquote, if you wll, with
regard to bonus CO2 all owances, SO2

al | onances, you know, there are tens of
mllions of bonus CO2 all owances that have
been attributable to the Conpany. So --
Any SQO27?

(M. Large) Yes.

Ckay. And how has that -- or has that
affected, if you wll, the custoner -- the
rat epayer's cost of the Scrubber? Is it --
(M. Large) Well, it's reduced it, but

m ni scul e anounts.

Can you translate that into, you know,
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kil owatt - hour savings or dollar savings?
(M. Large) It would be in a decinmal place
far to the right of sonething that would
appear in a bus bar cost nunber. | hope that
mat h | anguage makes sense to...
I'"'mlooking at an article that has not been
i ntroduced yet, and it says that the S
price was about $55 in March of '09. |Is that
consi stent with your recollection of how far
the price had gone by then?
(M. Large) | could research that. | don't
have that recollection.

MR. SHEEHAN. Ckay. When we
close for the day, I wll introduce a
docunent that shows the chart, and we can
pick up with that to close this |oop on the
prices and what's happened to them

|"d like to turn to, unless
you want to stop, a new topic. |'ve got 20
mnutes or so. So I'mnot sure if we can
finish today.

CVBR. HONI GBERG  Yeah, why
don't we break now and you can pick it up

t onor r ow nor ni ng.
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MR SHEEHAN: Okay.

CVSR. HONI GBERG  So we'l |
cl ose the hearing and pick up again tonorrow
norning at 9:00. | know you'll all probably

be here earlier than that. So, we're done.

(Wher eupon the heari ng was adj ourned at
4:36 p.m and wll resune on Wadnesday,

Cct ober 22, 2014, at 9:00 a.m)
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