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PROCEEDI NG

CHAIRMAN IGNATIUS: I'd like to open the

hearing in Docket DE 12-023, which is Granite Sta te
Electric Company's Petition for Approval of Defau It
Service Rates for its Large and Medium Commercial and
Industrial Customer Group. On June 19th, 2012, G ranite
State Electric filed a proposal for those rates f or the
period beginning on October -- excuse me, August 1, 2012
through October 31, 2012. And, on June 20th, we issued a

letter scheduling a hearing for this morning.
So, let's begin taking appearances.

MS. PAK: Good morning, Commissioners.

Jinjue Pak, of the McLane law firm, on behalf of Granite
State Electric Company, doing business as Nationa | Grid.
With me today is the Company's witness, Margaret Janzen.
Also present from National Grid is James Ruebenac ker.
Thank you.

CHAIRMAN IGNATIUS: Good morning.

MS. AMIDON: Good morning,
Commissioners. Suzanne Amidon, for Commission St aff.
With me today is George McCluskey, an analyst wit h the
Electric Division.

CHAIRMAN IGNATIUS: Good morning. Is

there any procedural matters to attend to before we begin?

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}
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MS. PAK: Yes. Thank you, Chairman. As

a preliminary matter, the Company would like to m ark for
identification its Default Service filing, the
confidential version, dated June 19th, 2012, as " Exhibit
3". This is the document with the red cover. Th e Company
would also like to mark for identification its re dacted
version of the filing, also dated June 19, 2012, as
"Exhibit 4".

CHAIRMAN IGNATIUS: So marked for
identification.

(The documents, as described, were

herewith marked as Exhi bit 3 and

Exhi bit 4, respectively, for

identification.)

CHAIRMAN IGNATIUS: Thank you. And,
also, | note that the filing was made with certai n
information marked "confidential” that's in Exhib it 3
under our new rules, which doesn't require a moti on for
protective order. And, we've received no request that it
be treated otherwise. So, we will be mindful tha t there
is confidential information. And, if need be, wo rk with
the stenographer to protect certain information i n the
record.

If there's nothing else, Ms. Pak, you
{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}
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[WITNESS: Janzen]

may call Ms. Janzen.
MS. PAK: Thank you. The Company calls

Margaret Janzen.

(Whereupon Margaret M Janzen was duly

sworn by the Court Reporter.)
MARGARET M JANZEN, SWORN

DI RECT EXAM NATI ON

BY MS. PAK:

Q.
A
Q
A
Q.
A
Q
A

Ms. Janzen, please state your full name for the
My name is Margaret Janzen.
By whom are you employed?
| am employed by National Grid USA.
In what capacity?
| am the Director of Wholesale Electric Supply.
And, what are your job responsibilities?
| oversee the procurement of electric service f
Granite State Electric and other affiliates of Na
Grid USA.
How long have you held your position at Nationa
I've had that position since March of 2008.
Thank you. Do you have before you what have be
marked as "Exhibits 3" and "4"?
Yes, | do.

Are you familiar with these Exhibits?

record.

or

tional

| Grid?

en

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21
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[WITNESS: Janzen]

o > 0 >

Yes.

Were the prefiled testimony and accompanying sc
in Exhibits 3 and 4 prepared by you or under your
direction?

Yes, they were.

And, do you have any corrections to Exhibits 3

No, | do not.

Thank you. If I were to ask you the questions
contained in your prefiled testimony today, would
answers be the same?

Yes, they would.

Ms. Janzen, can you please summarize the Defaul
Service procurement process for the Company's Lar
Customer Group covered by its filing?

Yes. The Company issued a request for proposal
pricing of the Default Service for the Large Grou
issued a RFP notice to 25 suppliers active in thi
arena. We also distributed to the NEPOOL Partici
Committee, and had it posted on our Energy Supply
website so it could have a broad distribution. W
conducted the bids, received indicative bids, and
final bids. We were able to evaluate those bids,
make a determination of which one met the RFP

requirements and had the lowest price, and we --

hedules

or 4?

your

ge

s for

p. We

pants

then

and

were
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[WITNESS: Janzen]

then awarded that contract for the Large Group.

Q.  And, was this procurement process consistent wi th the

Company's prior procurements for Default Service?

A. Yes, it was.

MS. PAK: Thank you. The witness is
available for cross-examination.
CHAIRMAN IGNATIUS: Thank you.
Ms. Amidon.
MS. AMIDON: Thank you. Good morning.
WITNESS JANZEN: Good morning.
CROSS- EXAM NATI ON
BY MS. AMIDON:
Q. | want to begin with Exhibit 3.
MS. AMIDON: And, may | ask, is the
gentleman in the back of the room with Liberty?
MR. DeBRUIN: Yes. I'm with Liberty.

MS. AMIDON: Okay. If, in the event

that confidential information is discussed at hea ring, |
realize that the Company can work with the court reporter,
but | just wanted to inquire whether there were a ny issues
with discussing these with Mr. -- I'm sorry, | do n't --

MR. DeBRUIN: It's Mr. DeBruin, Martin
DeBruin.

MS. AMIDON: -- DeBruin. Is there an

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}
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[WITNESS: Janzen]

issue with that or --

MS. PAK: | think that, until the

closing, we have kept the materials confidential from
Liberty. So, | guess, maybe for certain segments of the
hearing, perhaps we can ask --

MS. AMIDON: | think | can proceed with
my cross without discussing the confidential mate rials. 1
believe Mr. McCluskey does have some questions wh ere |
will leave it to the Company to determine whether or not
the Liberty representative should stay in the roo m. But |
just wanted to sort of clarify that before | proc eeded.

CHAIRMAN IGNATIUS: All right. And, |
think it sounds as though there's an understandin g from
National Grid that certain confidential informati onis all
right and certain confidential information is not all
right for Liberty to hear, is that correct? Or, isita
blanket rule?

MS. PAK: That is correct, Chairman. It
would just be the wholesale purchase prices that we would
need to keep confidential.

CHAIRMAN IGNATIUS: All right. Thank
you. Then, to the extent we can group those ques tions
into a segment and not have them skip in and out, that
will make it easier.
{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}
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[WITNESS: Janzen]

MS. AMIDON: Okay. Thank you.

BY MS. AMIDON:

Q. | wanted to begin with a question on Page 44 of the
confidential filing, which is marked as "Exhibit 3"
And, if you look at Item Number 4 at the top of t he
page, it has -- states "Indicative Bids", and it
identifies the number of bidders that from whom y ou
received indicative bids, is that correct?

A.  Thatis correct.

Q. And, did you receive final bids from each of th ese
bidders?

A. We had a slight difference in the final bidders as
compared to who patrticipated in the indicative bi ds.
And, in speaking with the supplier, we understood there
was a business logistical matter that was -- that
caused the difference.

Q. And, so, if I look at Page 51, which shows the
comparison of the prices that you received in res ponse
to the bids, it shows the actual number of partic ipants
in the final bid, is that correct?
Yes. Thatis correct.

Q. Okay. Thank you. And, | just wanted to review this
for purposes of making sure the Commission sees t his
information. On Page 67 of Exhibit 3, the Compan y has

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}
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[WITNESS: Janzen]

10

depicted the price estimates related to its calcu
of the RPS or the Renewable Portfolio Standard
Compliance Adder, is that correct?
Yes. That is correct.
And, could you explain what you mean in the hea
the row that says, for example, in number 3, wher
says "Incremental Cost - dollars per megawatt-hou
could you explain what that calculation is?
I'll take it with Section 1, which is indicativ
the four classes.
Okay.
But, for the Class I, the third line, the "Incr
Cost - dollar per megawatt-hour”, is actually the
product of the lines number (2) and (3). The fir
line is the ACP, the Alternative Compliance Payme
market price, which is then multiplied by the ren
energy resource obligation percentage for that
particular class, and that helps us derive a weig
cost, so that the incremental cost is the unitize
dollar per megawatt-hour cost that reflects the
weighted cost of that Class I.

Right. And, so, what -- and, correct me if I'm

but what the Company did was they used the market

estimates to derive the adder, is that correct?

lation

ding of

eit

e of all

emental

st
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ewable

hted

wrong,
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[WITNESS: Janzen]

11

o > O >

A.

That is correct.

Okay. Thank you. | believe this is in the pri
filing, but | notice that you filed a Quarterly
Customer Migration Report in this filing, is that
correct?

Yes. We did.

I'm trying to find that exhibit.

That's the last, Exhibit 8.

Oh. Thank you. And, | had one question on tha
my question has to do with the overall experience
the Company, say, in the past 12 months. Has the
customer migration of approximately 36 percent, w
is relative to load, is that right? That's 36 pe
of the kilowatt-hours used?

Yes. Thirty-six (36) percent of the kilowatt-h
The 36 percent for the -- for the total, that has
changed over -- approximately over the last 12 mo
We tend to see that the smaller customers, the
residentials, have less of migration changes as
compared to the larger customers.
| guess my question is, and | probably didn't
articulate it very clearly, has it overall remain
pretty consistent in the past 12 months, at, say,

relatively 36 percent, within a couple of percent

ncipal

t. So,
of
total

hich
rcent

ours.

nths.

ed

ages,
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[WITNESS: Janzen]

12

or have you seen a significant increase in custom
migration over the past 12 months?

| couldn't say where exactly it has been. But

seen it relatively consistent over the last year,

so for the smaller classes.

Right. That was -- that was my reconciliation,

just wanted to get an understanding from you. My
guestion, and then I'll turn the questioning over

Mr. McCluskey, has to do with the next solicitati
Would you please explain how you intend to conduc
next solicitation, which | understand would be fo

six month supply for the Small Customer Group and
three month supply for the Large Customer Group?
Yes. With the anticipated close of the -- of t

of Granite State to Liberty, National Grid would
working along side of Liberty, the same staff tha
currently working on these solicitations will be
working together under a Transition Services Agre
to conduct the RFP, and to have the solicitation
have the awarding process evaluated. We would pr
to, for the September, it is anticipated that the
would be done in a very similar manner to this cu
solicitation we're discussing today, as well as t

previous. And, that the -- it would be done

er

we've

more

but |
last
to
on.
t the

ra

he sale
be

t's

ement
and
opose
- it
rrent

he
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[WITNESS: Janzen]

concurrently with Massachusetts Electric and Nant ucket
Electric, which are National Grid affiliates. So , in

short, the September solicitation would be conduc ted in
a manner very similar to the one that is done cur rently

and in the past.
MS. AMIDON: Okay. Thank you. Mr.
McCluskey now has some questions.
MR. McCLUSKEY: Good morning,

Ms. Janzen.

10
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WITNESS JANZEN: Good morning.

BY MR. McCLUSKEY:

Q.

o> 0 > 0 »

In the confidential filing, could you turnto S
MMJ-6, Page 1. Do you have that?

Yes, | do.

Line (4) shows monthly wholesale contract price
Yes.

-- before losses, is that correct?

Yes. Thatis correct.

And, those numbers are confidential. So, we'll
mention what they are. In Line (5), you show the
loss-adjusted prices in dollars per kilowatt-hour
that correct?

Yes. Thatis correct.

Okay. And, the loss factor that you used to ma

chedule

not

ke those

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21

-12}




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

24

14
[WITNESS: Janzen]

A.

adjustments is " ", which is also shown on that

schedule, is that correct?

Yes.
CHAIRMAN IGNATIUS: Before you go
further, we're in "wholesale pricing”, although | 0SS
factors are not wholesale prices necessarily, tha tisa
confidential number. Is that something that the Company

has a concern with?

MS. AMIDON: And, just for the
Commission and for the Company's information, tha t's the
line of inquiry that Mr. McCluskey will have, and it does
relate to the loss factor.

MS. PAK: The loss factor, using the

loss factor, | believe that the public and Libert y would
be able to calculate the wholesale purchase price s based
on the other information that is disclosed on the same
page. So, | guess, with that, if | could just co nfer with
the Liberty representative and ask him to maybe, you know,

leave the room for just a little bit?
CHAIRMAN IGNATIUS: That's fine.
MS. PAK: Okay.
(Atty. Pak conferring with Mr. DeBruin.)
CHAIRMAN IGNATIUS: Allright. Please

proceed.

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}
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[WITNESS: Janzen]

15

MR. McCLUSKEY: Okay.

BY MR. MCCLUSKEY:
Q.

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21

-12}
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[WITNESS: Janzen]
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[WITNESS: Janzen]

17

CHAIRMAN IGNATIUS:

?

MR. McCLUSKEY:

CHAIRMAN IGNATIUS:

MR. McCLUSKEY:

BY MR. McCLUSKEY:

Q.

Q.

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21

-12}
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[WITNESS: Janzen]

18

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21

-12}




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

24

[WITNESS: Janzen]
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[WITNESS: Janzen]
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[WITNESS: Janzen]
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[WITNESS: Janzen]

A.
Q.
?
?
A.
MR. McCLUSKEY: Thanks so much. That's
it.
MS. AMIDON: Thank you. And, | have one
final question.
CHAIRMAN IGNATIUS: Before you go on,
can we let Mr. -- I've forgotten his name, the pe rson from
Liberty back in?
MS. PAK: Sure.
MS. AMIDON: Thank you.
(Short pause.)
MS. AMIDON: Thank you.
BY MS. AMIDON:
Q.  Would you just describe the rate impact for the Large

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}




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

24

23
[WITNESS: Janzen]

Customers, the difference from the bills received in

the current period to the bills that these custom ers

will receive beginning with the period August 1, 20127
A. Yes. There was a -- for the three month period ending

-- the period ending in July, versus the period e nding

in October, there will be a decrease, between 0.2 to

0.3 percent decrease, in terms of an illustrative bill

impact for those customers in the group.

Q. And, am | fair to say that August is considered to be a

"summer month", is that correct, in terms of what might
be considered to be the peak load months?
Yes. Yes, it would.

Q. And, so, the rates are still going down?

A. (Witness nodding affirmatively).

MS. AMIDON: Thank you. That concludes
my questions.

CHAIRMAN IGNATIUS: Thank you.
Commissioner Harrington.

CMSR. HARRINGTON: Just a couple. Good
morning.

BY CMSR. HARRINGTON:

Q. | just have a couple of methodology questions a nd
things | just didn't quite understand. Turning t 0, and
I'm using the confidential package, but most of t his

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}
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[WITNESS: Janzen]

24

A.

o » 0 »

I'm addressing is not going to be confidential.
Turning to Page 11 of your testimony, what's "11"
the bottom, it's "Page 9 of 14" of your testimony
just want to make sure | understand this right.

talk about "the winning bidder's RPS compliance a
that you compared to the "estimated market prices
New Hampshire RECs". And, it appears that the Co
concluded that it would be better to buy the RECs
themselves than to take the winning bidder's comp
adder, is that correct?

That is correct.

Is that the standard way that it's done?

Yes.

And, | also noticed that only one bidder actual

a RPS compliance adder. The others just chose --
that's an option in the contract, | assume?

That is an option, uh-huh.

Okay. And, getting to the bottom of the page t

and | don't -- this does not seem to be marked
"confidential”, "Effective August 1st, the Compan
proposing to increase the RPS compliance adder...
0.396 to 0.408." And, that's based on your calcu
of what you could buy RECs for?

Exactly. Yes.

on

You

dder"
for

mpany

liance

ly added

here,

yis
from

lation
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[WITNESS: Janzen]

25

Okay. All right. And, if we jump ahead to Sch edule
MMJ-2, bottom of the page is marked "48". And, t his is
more of just trying to figure out what some of th ese
terms mean. It says "Exhibit 2 Indicative...Rank ing",
and then it gives a bunch of numbers there. But I'm
not so concerned with the numbers, | can understa nd you
can have the different prices, the "Average Price ", the
"Weighted Average Price". The "Weighted Average Price
versus Min", what is that?

That's the "versus the minimum", which would be the --
that would be compared to the lowest of the price S.
Okay. I'm a little confused what that means. Is that

-- are you subtracting the --

That would be compared to the winning bid. So, you can
see there the dash on --

Okay.

-- to indicate which was the winner, there woul d be no
difference. So, the others are to indicate the c losest
in the bids to the next --

So, it's the delta from the weighted average pr ice of
the winning bid?

Yes. Yes.

Okay.

The minimum is meant to reflect the winning bid

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}
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[WITNESS: Janzen]

26

A.
Q.

A.

Okay. There was one other thing. On the page
"57" on the bottom, which is the "New Hampshire R
Cost Adder Calculation”. Is this basically how y
came up with those figures, basing on, I'm trying
figure, this would be, if you were to make ACP pa
versus if you were to buy the RECs based on your
estimates of market prices?

That is correct.

Okay. And, this is why you decided to not take
adder, but to go with the -- what you could buy t
RECs at a market price, and also not pay the ACP?
Yes. This is what would be available to us in
market, a market price. And, that's how we deter

whether to take it from the supplier.

CMSR. HARRINGTON: Thank you. That's

all I had.

marked
PS
ou
fo

yments

the

he

the

mine

CHAIRMAN IGNATIUS: Commissioner Scott,

guestions?

CMSR. SCOTT: Sure.

CMSR. HARRINGTON: | missed something,

I'm sorry. To go back, let me make sure. There'

other thing.

CHAIRMAN IGNATIUS: All right.

S one

CMSR. HARRINGTON: | might have already

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21
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[WITNESS: Janzen]

27

asked this, because | had it down in both places.

BY CMSR. HARRINGTON:

Q. Oh. Going to the non-confidential version, the
book, towards the very end, marked page "80" down
bottom, I think it's actually the last page, the
paper. It talks about a "Customer Migration Repo
And, on the very lower right corner, it lists
"January", the results for "January", "February",
"March of 2012". And, in "January"”, you have
"30 percent", and then "February”, "31 percent",
then there's a fairly substantial jump in "March"

"36 percent". What accounted for that? And, was
the start of a trend? Or, is there something tha
happened between February and March to account fo
5 percent, that fairly large jump? It's in the v

lower right-hand corner.

A.  Yes. That can be attributed to -- most of the
could be attributed to the larger classes, G-1 an
moving across the months, particularly February t
March. And, we do see that the larger customers
shift quite a bit, because they have so much more
they -- those numbers can increase and decrease q

bit. There's more movement between the Default S

and the suppliers for the larger customers.

bl

ue
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white
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[WITNESS: Janzen]

Q.  So, they move back and forth then? This isn't

necessarily a trend?

That is -- yes.

Q. And, it could be one large, very large customer that

could make quite a bit of that?

A. It could, yes.

CMSR. HARRINGTON: Okay. That's what |
was thinking. Thank you. That is my last questi on this
time.
CHAIRMAN IGNATIUS: Commissioner Scott.
CMSR. SCOTT: Good morning.
WITNESS JANZEN: Good morning.
BY CMSR. SCOTT:
Q. Is there anything different in how you've condu cted the
RFP or selected bidders compared to prior submitt als?
No. No, we conducted the same process.
Q. And, forgive me, | don't have the page, | seem to
remember reading that you got at least one unsoli cited

bid that you took?

A.  We took one unsolicited bid for RECs. And, we did --
that's on the top of Bates stamp 13, to indicate that
those were Class IV RECs, which the Company thoug ht

there was value in considering that bid. And, we

shared it with the Staff before we made the purch ase.

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}
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[WITNESS: Janzen]

29

And, there was concurrence that it was a -- it wa s good
for the customers to make that purchase.

Q. And, that basically followed, by and large, eve n though
it wasn't an RFP, followed the same type of proce dures?

A.  Yes. Yes. We established what the market was, based
on --

(Court reporter interruption.)
BY THE W TNESS:

A.  We established what the market was, and then ma de the
comparison to what the unsolicited offer was, in the
same exact manner as if it were an RFP.

CMSR. SCOTT: Thank you. That's all |
had.
CHAIRMAN IGNATIUS: Thank you.
BY CHAIRMAN IGNATIUS:
Q. | have a question looking at Exhibit 4, the red acted
version, Page 14 of your testimony. Starting at Line
16, it says that if "the actual cost of procuring
Default Service varies from the amounts billed to
customers...it would be reconciled”. Can you exp lain
why you might get to a situation where the costs would
be different, if you're locking in prices through the
bidding process?
A. It is true that the price of the supplier is fi xed, and
{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}
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that does not change, and it's contemplated to in
all the services of Default Service. This
reconciliation mechanism does include -- | think
does also include the RPS compliance. And, to th
extent that there's any differences in those cost
that, which is not fixed, the Company is regularl
going out with RFPs for RECs during the year, to
extent that we are -- are not able to produce REC
-- to procure RECs at prices, then the reconcilia
would flow through here.

Are the volumes, if they were to vary from what
anticipated, up or down, purely at the risk of th
competitive supplier?

Yes. The loads are at that -- are at the risk
supplier. So, to the extent that the loads are
different to any extent, that they would also be
recovered.

And, if the supplier, for some reason, were not
meet the terms in the bid and didn't produce the
that was promised, is that on the risk of the sup
as well?

The suppliers are required to post collateral t

the replacement costs. So that, yes. So, then,

supplier has to include that in their pricing, th

clude

the
s at

tion

was

of the

able to

supply

plier

0 cover
the

e cost
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of that collateral. So, yes, they bear that risk
well.

Q. It sounds then like then the only thing you can
of that this sentence would be referring to would
the REC pricing?

A. Yes. That's my understanding.

Q. Thankyou. On the discussion about "loss facto
we don't have to get into numbers, but did you sa
the estimate used on Page 52 was based on data si

the Tewksbury meter was replaced or is a blend of
six months that it's been in place plus some prio
period of time when it was not yet in place?

A. The data shown on 52 is for the six-month perio
December 1st, which is the first available data s
the replacement, and only that data. There is no
of an historical being used in this. This is the
month most recent data since the replacement.

Q. Do you know what -- whether the loss factor use
prior year was higher or lower than this number?

A. It was lower. It was agreed to, in discussion
Staff, that we were using a historical number tha
-- that we came to a concurrence that would bette
represent at the time, and it was indeed lower.

think it dated back to December 2007, in terms of

as
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y that
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d since
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date on that data.

Q. Do you know if it's possible to test the system to be
able to identify, | mean, | think in terms of wat er
pipes, and you can go find the leak, if you look hard
enough, in an electrical system, can you find los ses in
that same way, where you can isolate a particular part

of the system?

A. I'm not as familiar with the operational nature of how
the testing is done. | am aware as a general fac t that
the Operations does look for certain anomalies on the

system. But, as to the details of it, I'm not as
familiar with.
CHAIRMAN IGNATIUS: Allright. | have
nothing else. Any other questions?

CMSR. HARRINGTON: I've got one. Sorry

again. I'mjust trying to get -- | knew there wa S
something else | had missed there and | couldn't quite
find it.

BY CMSR. HARRINGTON:

Q. I'm looking at the confidential testimony, thou gh none
of this will be confidential. And, on Page 47, w e're
talking about "Load Block Descriptions”, and it s ays
"Load Block A", "Large". And, then, down the nex t
page, 48, "Indicative Bid Ranking at Wholesale" a nd as

{DE 12-023} [REDACTED - FOR PUBLIC USE] {06-21 -12}
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o > 0 >

we discussed before, with the conversation on the
"Weighted Price Versus Min", it appears Bidder C
the lowest price?

Yes.

The weighted average price?

Yes.

Then, when | go over to, let me get the right p
Page 54, it says "Summary of Load Block Awards",
lists the name of a bidder, and it says "Basis fo
Award: Lowest bidder for block". Then, if I go
Page 55, the bidder whose name is listed in there
not sure, | assume that's confidential, --

(Witness nodding affirmatively).

--is not C, but A. So, what am | missing here

It's because the Page 48 is the indicative bids

this was performed one week prior. Page 54 is
indicating who the final bid who was actually awa
the contract. So, that's the difference between
48; indicative bids versus the final.

And, what do you mean by "indicative bid" then?
What we do is, one week before we receive the f
prices, we have an indicative bid submission. An

essentially runs the same way as the final. You

to have an executed Master Power Agreement in pla

has

age,

and it

. So,

rded

54 and

inal bid
d, it
have

ce.
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You have to demonstrate a compliance with the RFP ,

ability to deliver the service. We find that

indicative bids a week before is a good run-throu gh
with the suppliers. It identifies certain things at
times. And, gives us also an estimate of market prices
we can expect the following week. So, we do actu ally
prepare all the submittals from the indicatives, and
also the suppliers are required to give us a indi cative
if they propose to enter into the final. So, we find

it as a worthwhile exercise as part of the submit tal

process. So, the indicative bids, again, are not

binding, but the process and the evaluation, as y ou can
see here, is conducted in the same exact manner a s the
final. The only difference is the final is actua Iy

the contract award.

Okay. So, I'm just trying to get the purpose o f this.
| understand, | guess, what happened is, they sub mit an
indicative bid that's not binding, but is it used as a

screening process to get to the final bid?

It is not, in terms of price evaluation. We ju st look
at it. We have, in our experience, find the indi cative
bid is a good way for us to determine what market

prices are a week before of what we can expect th e

following week. And, the Company does prepare it S own
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A.

estimate, which is separate, but this is another

market snapshot one week before, to get an estima

what we can expect for the final prices that are

to come in seven days later.

And, in addition to that, it has the

other benefits of, for new suppliers, they can --

can go through a run-through of it before the act

bids are final and the actual run-through. And,
it is linked, as | had mentioned, you do have to

an indicative in order to submit into final. And

find it helps with the competitiveness of the pro

as well.

And, one bidder dropped off between the indicat

the final?
That is correct.
Okay. I'm just, with the short period of time,

just trying to figure how valuable, but I'll take

word for it, | guess. But it seems to me, the ma

-- the bid that comes in a week before, and then

get adjusted for the final one, and it actually c

who had the lowest bid between those two times?

(Witness nodding affirmatively).

CMSR. HARRINGTON: Okay. Now, |

understand the process, | guess I just don't quit

good

te of

going

they
ual
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submit
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understand the "why". But thank you.
CHAIRMAN IGNATIUS: Any redirect?

MS. PAK: Thank you, Commissioners. |

don't have anything on redirect. But | would lik e some
direction on whether or not the Commission would like us
to formally file this study regarding the loss fa ctor or
whether it would be something that we would submi tto
Staff?

CHAIRMAN IGNATIUS: Well, we'll

certainly make that clear in the order, maybe we should
just think about that a little bit and look at wh at the
timing would be. The next filing is made, for th is block

of customers, is made when?

MS. PAK: It would be made on September
-- September 18th is the deadline.

CHAIRMAN IGNATIUS: We'll think about
that. Thank you.

MS. PAK: Thank you, Commissioner.

CHAIRMAN IGNATIUS: Is there any
objection to striking identification of the exhib its and
making them full exhibits in the record?

(No verbal response)

CHAIRMAN IGNATIUS: Seeing none, we'll

do that. And, I think, unless there's anything e Ise, it's
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now time for closings. Ms. Amidon.

MS. AMIDON: Thank you. Staff has
reviewed the filing. And, we've determined that
Company has followed the bid solicitation, bid ev
and selection of the final supplier according to
process established by the Commission in Order 24
Docket DE 05-126, establishing the process for th
to procure Default Service. We also have reviewe
rates and determined that the resulting rates are
market-based, and would recommend that the Commis
approve the Petition.

Regarding the issue with the loss
factor, we would like to look at the study result
depending on what those results show, we may have
recommendations regarding the recovery of the los
an adjustment to reflect whatever benefits should

delivered to customers in rates. Thank you.

the
aluation,
the

577, in

e Company

d the

sion

s and,

ses and

be

CHAIRMAN IGNATIUS: Thank you. Ms. Pak.

MS. PAK: Thank you, Chairman. As

supported by the Company's Default Service filing , the
testimony provided here, the Company respectfully submits
the proposed Default Service rates were developed through
a competitive process and in accordance with the

Commission's requirements for Default Service pro curement.
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The Company will submit a default -- a loss facto r study

in accordance with the Commission's order. And, we would
respectfully request that the Commission approve the
Company's Default Service filing, as well as the proposed
rates. And, if possible, we would request that t he

Commission enter an order by June 26. Thank you.

CHAIRMAN IGNATIUS: Thank you. If

there's nothing else, then we will take all of th at under
advisement. We understand the timing constraints here,
and we'll meet them. Thank you. We stand adjour ned.

MS. AMIDON: Thank you.
(Wher eupon the hearing ended at 10: 56

a.m)
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