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PROCEEDI NGS

MR. SPEI DEL: Ladies and
gentl enen, we're about to begin. | would
request that we open the record now, please.

Staff would |ike to wel cone the
parties to today's technical session in Docket
No. DE 14-238 regarding the Public Service
Conpany of New Hanpshire, doing business as
Eversource, Asset Determ nation docket. W
woul d i ke to take a quick roll call of
everyone in the hearing roomtoday, and then
we'll open the floor to any statenents
regar di ng docunent production or other
ancillary matters.

| ' m Al exander Speidel. | ama
Staff Attorney/Hearing Exam ner representing
Non- Advocate Staff.

MR. DUDLEY: Jay Dudley with the
Public Utilities Conmm ssion.

MR. CHAGNON: R ck Chagnon, PUC.

MR SHEEHAN: M ke Sheehan
Non- Advocate Staff.

MR. CANNATA: M ke Cannata, |Al,
Non- Advocate Staff.
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MR. MURPHY: Dean Murphy,
principal with the Brattle G oup.

MR. STACHOWN Leszek Stachow,
New Hanpshire PUC.

(Ms. Chanberlin joins proceedings.)

MR. SPEIDEL: W're taking roll
Susan. And if everyone coul d pl ease speak into
the m crophones as distinctly as possi bl e.

M5. CHAMBERLIN: Is it ny turn?

MR SPEI DEL: Yes.

M5. CHAMBERLI N Susan
Chanber | ai n, Consuner Advocate. Wth ne today
I's Ji m Brennan.

MR. AALTO Pentti Aalto,
representing nyself.

MS. FRIGNOCA: 1vy Frignoca,
Conservati on Law Foundati on.

MR. CUNNI NGHAM  Art Cunni ngham
for Terry Cronin.

MR. ASLIN:. Chris Aslin fromthe
A.G's office, on behalf of the Ofice of
Energy and Planning. Wth me is Meredith
Hatfield, Director of the Ofice of Energy and

Pl anning, and Jim Letzelter fromLi berty
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Consul ti ng G oup.

MR. PATCH. Doug Patch fromOr
& Reno for TransCanada.

M5. HOLAHAN: Carol Hol ahan on
behal f of the New Engl and Power Generators
Associ ati on.

MR. MAHER: Eric Maher, on
behalf of the Gty of Berlin and Town of
Gor ham

MR. NORMAN: Richard Norman,
Granite State Hydropower Associ ation

MR. MONAHAN:  Ji m Monahan for
t he New Engl and Power CGenerators Associ ation

M5. ROSS: Anne Ross for
Advocate Staff.

MR RICE: Brian R ce,

Ever sour ce.

MR. GOULDI NG  Chris Goul di ng,
Ever sour ce.

MR FOSSUM Matt Fossum
Ever sour ce.

MS. LANDI S: Linda Landis,

Ever sour ce.

MR BERSAK: Bob Ber sak,

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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Ever sour ce.

MR. CHUNG Eric Chung from
Ever sour ce.

MR. SPEIDEL: And on the w tness
stand we have. ..

MR. HAHN: Richard Hahn from La
Capra Associ at es.

MR, KOEHLER: Dan Koehl er from
La Capra Associ ates.

MR. SPEIDEL: Thank you very
much, all. I would now |i ke to open the fl oor
to the parties that would like to indicate
anyt hi ng regardi ng docunent production or
ancillary matters.

M5. ROSS: Advocate Staff would
li ke to request that the 2014 report prepared
by La Capra Associates be admtted as an
exhibit so that we may question La Capra on the
foundati on work that formed the basis for
Staff's -- Advocate Staff's testinony, and
al so, we assune, is the basis for the 2015
updat e.

MR. SPEIDEL: 1Is there any

contenpl ati on of a non-di scl osure agreenent

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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being proffered to other parties, M. Ross?

M5. ROSS: Yes, there is. |
shared, | believe with Non-Advocate Staff | ast
week, a proposed nodification to the
non- di scl osure agreenent that we've already
signed with regard to the 2015 update that
nerely inserts a couple of references to the
2014 report, which would allow us to use that
confidential 2014 report in this litigation.
And | have that with me in hard copy, so that
if it's agreeable to the La Capra w tnesses and
to the rest of the parties, we could have that
executed. | also have taken the liberty of
maki ng copies of the 2014 report inits
unredacted form which | would then be able to
distribute to the parties signing the
non-di scl osure agreenent for use in this
litigation.

MR. SPEI DEL: Thank you very
much.

To the La Capra w t nesses:
Woul d you have any objection to exam ning this
non- di scl osure agreenent and executing it at

the present tine, or would you like to take

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}




© 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

t hat under advi senent ?

MR. HAHN:. May | ask a
clarifying question first?

MR SPEI DEL: Yes.

MR. HAHN: Reference was nmade to
the 2014 report. There were actually two
docunents provided by La Capra in 2014. One is
entitled "PSNH Generation Asset and PPA
Val uati on Report, and the second report is
entitled, "Northeast Market Model,

January 2014." Which of those reports do you
cont enpl ate maki ng avail abl e, subject to the
non- di scl osure agreenent ?

MS. ROSS: | had contenpl ated
t he asset report, but not the background on the
nmodel . | understand from readi ng your notion
for confidential treatnent that the nodel is
nore sensitive because it gets into nore of
your net hodol ogy behi nd your assessnent. And
at this tinme | wasn't going to request
adm ssion of the second report on the market
nodel that was al so dated 2014.

MR. HAHN: That's correct. That

clarification is very helpful. | believe,

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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10

given that our 2015 update is based on that
first 2014 docunent, that it would be
appropriate to nake it avail able, subject to

t he non-di scl osure agreenent. Now, |'m not
sure exactly, you know, how that agreenent was
nodi fied. But in principal, we have no issue
With providing that first report, the first
2014 report, to parties who have executed the
non- di scl osure agreenent.

M5. ROSS: | can certainly nake
it available nowto Staff -- to Non-Advocate
Staff, and | would hope they could review it on
your behalf. As | said, | believe |I shared an
electronic version with them | ast week. But |
can nmake that avail abl e now

MR. HAHN: | guess it's not
up -- | don't knowif it's up to ne to be
asking questions at this point, but --

MR. SPEI DEL: No, it's all
right. You may ask these questi ons.

MR HAHN: Is this sonething we
could I ook at during a break in the proceedi ng?

MR SPEIDEL: Yes, we may.

Perhaps it mght not be a bad idea to take a

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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11

10-m nute recess to enable the La Capra

W tnesses to exam ne the non-di scl osure
agreenent and to see if it neets their
standards, and then it would be proffered if,

at their election, to counter parties that w sh
to execute it today. And in principle, Staff
does not object to the introduction of the
report, the 2014 report, as an exhibit;

however, we want to nmake sure that the

non- di scl osure agreenent neets the standards
for La Capra's protection of this material as a
matter of contractual law. Currently, there is
a pending notion for confidential treatnent.
And under the Comm ssion's confidenti al
treatnment rules, during the pendency of the
ruling on the notion, under the provisions of
New Hanpshire R S. A 91-A this material is
prevented fromdi scl osure. However, if folks
receive this material through the
non-di scl osure agreenent, there still remains
an obligation to protect it fromfurther onward
di scl osure under the provisions of RS A 91-A
| hope that's understood.

(No verbal response)

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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12

MR. SPEI DEL: Therefore, at the
present tine we wll have a recess until 9:30
so that the La Capra witnesses may reviewthe
non-di scl osure agreenent and determne as to
whet her it is appropriate for execution. Thank
you. We will be off the record until 9: 30.

(Whereupon a brief recess was taken at
9:15 a.m and the proceedi ngs resuned at
9:30 a.m)

MR. SPEI DEL: Ckay, folks. It's
9:30. | would ask that we open the record.

M. Hahn, on behalf of La Capra,
could you state if the non-di scl osure agreenent
proffered by Ms. Ross is acceptabl e?

MR. HAHN: Yes, it is
accept abl e.

MR. SPEI DEL: Theref ore,

Ms. Ross, how would you like to handl e the
di stribution of the non-discl osure agreenent?

M5. ROSS: | believe |I've
already given it to parties in the room So |
woul d encourage people to go ahead and date it
and sign at the end for the parties who are

goi ng to have access, the receiving party |line,

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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13

and then we'll get it to Non-Advocate Staff.

MR. SPEIDEL: Very well. Could
we have a quick roll of the parties that do
have the report in their possession at the
present tinme and those that do not have the
report in their possession at the present tine?

Non- Advocate Staff has the
report in its possession at the present tine.

M5. ROSS: | have it.

MR. SPEI DEL: Advocate Staff has
it. Anyone else have it?

MR. AALTO Pentti Aalto.

MS. CHAMBERLIN: Oh, the report.
| thought you neant the confidential --

MR. SPEI DEL: Ch, no, no, no,
not the non-di scl osure agreenent, the actual
report itself. So, Advocate and Non- Advocate
Staff have the report. Any other parties have
the report in their possession?

MR. PATCH Can | just clarify?
You nean the unredacted report?

MR SPEI DEL: Yes.

MR. PATCH. TransCanada doesn't

have it, and we're not signing the

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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14

non- di scl osur e.

MR SPEIDEL: Okay. Wich
parties intend to sign the non-disclosure
agreenent today? Could we pl ease have a roll
of those? Speak into the m crophone and state
your parties, please.

MS. CHAMBERLI N:  Consumer
Advocate will sign the confidentiality
agr eenent .

MS. FRI GNOCA: Conservation Law
Foundation will sign the confidentiality
agreenent .

MR AALTO Pentti Aalto wll
sign the agreenent.

MR MAHER: City of Berlin and
t he Town of Gorhamw Il sign the
confidentiality agreenent.

One point of clarification:

WIIl signing the confidentiality agreenent

all ow for disclosure to consultants retained by
the parties, so long as that consultant signs
this confidentiality agreenent? Yes?

MR, HAHN: Yes.

MR. MAHER: Thank you.

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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MR. NORVAN: Granite State --

MS. HOLAHAN:. New Engl and - -
sorry.

MR. SPEIDEL: One at a tine,
fol ks, one at a tine.

MS. HOLAHAN:. The New Engl and
Power Generators Association will sign the
confidentiality agreenent.

MR. NORMAN:. Ganite State will
al so sign.

MR. SPEIDEL: WII any other
parties sign the confidentiality agreenent?

MR. CUNNINGHAM  Terry Cronin

wll not sign the confidentiality agreenent.

15

MR, ASLIN. O fice of Energy and

Pl anning will sign the confidentiality
agreenent, although | would reserve our right,
since we haven't seen the unredacted portion
yet, reserve the right to request additi onal
information later. After we've seen the
unredacted report, we nay reserve the right to
request additional information we deem
necessary and rel evant to the docket.

MR MAHER: The City of Berlin

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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16

and the Town of Gorham echoes the Ofice of
Consuner Advocate's [sic] stance.

MR. BERSAK: Al ex, Eversource
has signed the agreenent.

MR. SPEIDEL: Ckay. |Is that a
full roll of all the parties who intend to sign
or have signed the agreenent?

MS. ROSS: Advocate Staff wll
sign the agreenent.

MR. SPEIDEL: Very well. Staff
t akes no position regarding the assertion or
preservation of rights by the third parties;
however, we do not object to the execution of
t he non-di scl osure agreenents or the subsequent
di stribution of the unredacted reports from
2014. Therefore, | would ask that M. Ross
handl e the distribution of those reports at the
present tine. Thank you.

MS. ROSS: Thank you.

(Ms. Ross distributes the unredacted 2014
La Capra report to parties having signed
non- di scl osure agreenent.)

M5. ROSS: If it would be

possible |later, we would probably |ike to have

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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[WITNESS PANEL: RICHARD HAHN and DANIEL KOEHLER]
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copies just for the record, so that people who
si gned have a copy of what they signed. Wth
that, | will...

MR. SPEIDEL: That would be
fine. W can provide those copies.

MS. ROSS: | assune you all have
this. | think we're finished with that piece.

MR. SPEIDEL: Very good. Are
t here any other requests by parties related to
docunent production or other matters, such as
procedural matters?

MR MAHER. The City of Berlin
and the Town of Gorhamwould like to state on
the record its prior request for document
pr oducti on.

MR. SPEIDEL: Thank you. 1Is
t here anything that the Gty of Berlin and the
Town of Gorhamwould like to nention, in terns
of the ordering of questioning today?

MR MAHER: Not in terns of
ordering -- well, with the exception, |
bel i eve, ny co-counsel, Chris Boldt, has
requested that the City of Berlin be allowed to

go at the end of all other questioning, out of

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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[WITNESS PANEL: RICHARD HAHN and DANIEL KOEHLER]
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order of your proposal.

MR. SPEI DEL: Excellent. 1Is
there any objection to that proposal by the
City of Berlin?

(No verbal response)

MR. SPEI DEL: None heard. |
would like to invite ny co-counsel, M ke
Sheehan, to begin the questioning of the
W tnesses after they are sworn.

May the court reporter please
swear the w tnesses.

(VWHEREUPON, RI CHARD S. HAHN and DANI EL
KOEHLER were duly sworn and cauti oned by
the Court Reporter.)
RI CHARD S. HAHN, SWORN
DANI EL KOEHLER, SWORN

EXAM NATI ON

BY MR SHEEHAN:

Q

Good norning. M. Hahn, if you could give us a
brief description of your professional
background that brings you here today.

(Hahn) I"ma principal consultant with the firm
of La Capra Associ ates, Incorporated. W are

an enpl oyee-owned consulting firmlocated in

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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[WITNESS PANEL: RICHARD HAHN and DANIEL KOEHLER]
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Boston; Portland, Maine; and Essex Juncti on,
Vernmont. |'ve been with La Capra for 12 years,
in which time | have had nunerous assi gnnents
in the energy industry: Asset val uations,
utility planning, utility operations. Just
about every aspect. Engineering. | won't |ist
themall. But prior to that | worked for 30
years for Boston Edi son Conpany in various
managenment functions, including all of those
above areas. | have a nmaster's in electrical
engi neeri ng, power systens, from Northeastern
Uni versity, and an MBA from Boston Col |l ege.

And |I'm a regi stered professional engineer in

t he Commonweal th of Massachusetts.

M. Koehler, the same, please.

(Koehler) My nane is Dan Koehler. 1I'ma
consultant with La Capra Associates. |'ve been
wth La Capra for five years, during which tine
I've worked in all areas of the conpany's

busi ness. Mst relevant to the work here, 1've
done a lot of work for our Market Analytics
Division in particular, running the AURORAXN
Mar ket Simul ati on nodel, as well as other

mar ket forecasting. 1've also been involved in

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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[WITNESS PANEL: RICHARD HAHN and DANIEL KOEHLER]

20

several asset valuations, working with expert
W tnesses at La Capra to devel op asset

val uati ons of gas-fired generators,
hydr oel ectric assets and other generators,
nmostly in New Engl and.

My educational background, | have a
bachelor's in applied math from Yal e
University, and | have a nmaster's in public
policy and managenent fromthe University of
Sout her n Mai ne.

Thank you. And for both of you, feel free to
answer the questions as appropri ate between the
two of you. | assune sonme wll be better for
one than the other, and | can leave it to you
to decide those. And second, with regard to
confidentiality, since not everyone in the room
has signed the NDA, | would appreciate, if we
get to areas that are getting close, that we
try our best to answer questions w thout
getting into confidential matters. But
certainly if we have to, we will cross that

bri dge when we get there, as far as having to
excuse people for those particul ar answers.

But we'll try our best not to have to go there.

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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[WITNESS PANEL: RICHARD HAHN and DANIEL KOEHLER]
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Has La Capra filed any testinony in this
docket, 14-238?
(Hahn) No.
Did La Capra file testinony in the sister
docket, 11-250, which was the so-call ed
" Scrubber” docket ?
(Hahn) No, we did not file testinony.
And in the docket that produced the reports
that we'll be tal king about this norning, which

was 13-020, you filed reports. Was there any
testi nony associated with those reports that
you recall?

(Hahn) | don't believe so, no.

Ckay. La Capra did prepare a -- and as you
just said before you went -- we started this
session, that you prepared two reports in 2014:
A val uation report and a second one call ed
"Mar ket Anal ysis"; is that correct?

(Hahn) Yes. The second report was the

Nort heast Market Model. But yes, you're
correct, there are two reports.

And if you could just repeat for us the title
of the valuation report which is the one that

was just the subject of the NDA and distri buted
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[WITNESS PANEL: RICHARD HAHN and DANIEL KOEHLER]
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to sone of the parties in this roonf

(Hahn) Sure. It's "PSNH CGeneration Asset and
PPA Val uation Report,"” dated March 31st, 2014.
And that report does a lot. But at the end, it
comes to an opinion on the valuation of the
PSNH assets as of that date; is that correct?
(Hahn) That's correct.

And that value, total value was what? Two

hundred and sonme mllion dollars; correct?
(Hahn) Two hundred and twenty-five mllion
dol | ars.

And that value is conprised of different val ues
for the different PSNH generation assets; is

t hat correct?

(Hahn) Yes. Each asset was val ued separately
by generating station. So, Merrinmack Station
was val ued as one asset, even though there's
multiple generating units there.

I"mgoing to refer to that docunent as "the
2014 La Capra Report," okay.

(Hahn) Fine, sir.

There was another report filed in the sane
docket, 13-020, about the sane tine. That was

a report prepared by Conmm ssion Staff. Do you

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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[WITNESS PANEL: RICHARD HAHN and DANIEL KOEHLER]
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recall that?

(Hahn) 1'm aware that Conmi ssion Staff filed a
report on April 1st, 2014, if that's the
docunent you're referring to.

Correct. And |I believe you have a copy of it
in front of you. At the top of the page is
listed IR 13-020; is that correct?

(Hahn) That is correct, sir.

If you could read for us the title of that
report.

(Hahn) "Public Service of New Hanpshire (PSNH)
Prelimnary Status Report Addressing the
Econom c Interest of PSNH s Retail Custoners As
It Relates to the Potential D vestiture of
PSNH s CGenerating Plants.” That's dated

April 1st, 2014.

And t hat cover sheet indicates who prepared
that report; is that correct?

(Hahn) Yes.

And t hat was who?

(Hahn) Staff of the New Hanpshire Public
Uilities Conm ssion.

And that cover sheet indicates what docunents

were filed wwth that report; is that correct?

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}
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(Hahn) Well, the title page references,
"Acconpani ed By Detail ed Val uati on Anal ysi s
Prepared by La Capra Associ ates and the ESS

G oup. "

And as you just said, this docunent is dated
April 1, the day after the report that you
prepared; is that correct?

(Hahn) That is correct.

At the tine that the -- assum ng for argunent's

sake that this report was filed April 1, as of
April 1, 2014, had La Capra reviewed the Staff
report?

(Hahn) We did not review a prior version of
this report, to the best of ny recollection.
We did provide Staff input information that was
taken from our 2014 La Capra report that Staff
used in producing this report, but we did not
review the report.

I*"mgoing to ask you to turn to Page 3 of the
Staff report. And there's a chart on Page 3
titled, "Forecast of Retail Default Service
Rates."” Do you see that?

(Hahn) Yes.

Did you prepare that table, La Capra?
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(Hahn) No, that table was prepared by Staff.
And did you have any --

(Hahn) Actually, when you say "table," you're
t al ki ng about the graph?

Correct.

(Hahn) Ckay. Yes, that's Staff. That graph
was prepared by Staff.

And ot her than perhaps providing Staff sone

i nformation, did you have any other invol venent
in the preparation of that graph on Page 3?
(Hahn) Not in the preparation of the graph.
The way this cane about was we were finishing
up our valuation report, the 2014 La Capra
report, and Staff, at the time, asked us if we
could provide data that would all ow themto
devel op a forecast of what default service
rates woul d be going forward. Qur nobdeling
anal ysis did produce that information, so we
provided that to Staff. Staff then took that

I nformati on, gathered other data and nade ot her
cal culations. And that's ny understandi ng of
what went into this graph.

Sois it fair to say that La Capra did not

prepare a forecast of PSNH default service
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rates?

(Hahn) That's fair.

On the next page of the Staff report, Page 4,

t here's another graph titled, "Forecast of PSNH
Default Service Rate Conpared to Retail Default
Service Rate.” Do you see that?

(Hahn) 1 do.

Did La Capra prepare that chart or graph?
(Hahn) No.

Did La Capra prepare any forecast of PSNH
default service rate conpared to retail default
service?

(Hahn) No.

Did La Capra prepare a report for Comm ssion
Staff in 20157

(Hahn) Yes.

And the title of that report is what?

(Hahn) "PSNH Generation Asset and PPA Val uati on
Report, August 2015 Update." And the date of
that report is August 17th, 2015.

And as you're aware, the parties to this case
went through a simlar process that we just did
regardi ng the non-di scl osure agreenents and

production of that report to parties who signed
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(Hahn) Yes.

And with regard to the 2015 report, there was
both a public version and a confidenti al
version. Do you recall that?

(Hahn) Correct.

| also note that the docunents prepared didn't
have the "Draft” stanp on all of them Was a
final version of that report ever prepared by
La Capra?

(Hahn) 1 don't believe so.

Can you tell us what you recall of the process
that resulted in the 2015, what | wll cal

"t he 2015 update"?

(Hahn) Sure. Qur 2014 report was issued on

March 31st, 2014. ' mnot sure exactly when,
but sonetinme, | want to say, either June or
July of 2015, Staff called us -- called ne at

La Capra and asked about what has changed si nce
the 2014 La Capra report was issued. W
di scussed changes, and Staff asked about
whet her it woul d be possible to produce an
update of the 2014 report. At that tine, |

stated that there were really two alternative
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ways to proceed: One would be a conplete
update, a conplete redo of the 2014 La Capra
report, which would take several nonths and
approxi mately about the sane | evel of effort as
went into the original report. W also talked
about doing a | ess-extensive update to account
for what | felt was the maj or changes that had
occurred since 2014. And those changes were
that there was nore informati on on forward
capacity prices and the outl ook for energy
prices in New England, particularly electric

| ocati onal marginal prices, LMPs. And al so,
prices for delivered natural gas to New Engl and
power plants had changed. And | indicated that
if we did just update it, took the original
study, all of the simulations that were done --
and just so everyone understands, we have a
nodel that sinulates the operation of the

| SO New Engl and el ectricity market on an hourly
basis. It's fairly involved to run one of

t hese. But what we suggested was that we could
keep the dispatch the sane and update our
nodel s for what woul d anobunt to hi gher capacity

revenues to generators and | ower energy
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revenues to generators, and we indicated that
that would take far less tine and far | ess
effort.

And the second option is what Staff elected to
have you do; is that correct?

(Hahn) That's correct.

And that's what resulted in the 2015 update we
have in front of us now

(Hahn) Yes.

And the bottomIline of that update was a new
nunber for the total value of the PSNH assets;
Is that right?

(Hahn) Yes.

And that bottom | ine change was what ?

(Hahn) 1t didn't change very much. | ncreased
to $235 mllion from $225 mllion; so, an
i ncrease of about $10 million in the val uation

of the assets. That's all of the assets in
aggr egat e.

Sone went up, sone went down, and that result
was - -

(Hahn) Net increase of 10 mllion.

As part of the 2015 update, did Staff ask you

to update or cal cul ate the PSNH energy service
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(Hahn) 1 don't believe so.

Did Staff ask you to cal cul ate any inpact that
t he sale of the assets would have on PSNH s
energy service rates?

(Hahn) No.

Did the report ask you to give any opinion on
t he question of whether divestiture should
happen, or when?

(Hahn) The 2015 report did not ask La Capra

t hat question, nor were we asked to address it.

And that holds for the 2014 report as well.
You weren't asked to address that question --
meani ng, whet her divestiture was appropri ate,
and i f so, when?

(Hahn) That's correct. W were not asked that.
We were not asked to address that question as
part of the 2014 report.

The 2014 report projected an LMP which is --
what is an "LMP"?

(Hahn) LMP stands for | ocational narginal
price. It is a-- there are -- it is a price

at each commercial zone wthin the | SO New
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Engl and Energy Settl enent System So it varies
by where you are in New Engl and.
And that price, that LMP -- strike that.

You al so prepared in the 2014 report a
forecast of capacity prices; is that correct?
(Hahn) Yes, that was one of the inputs into the
2014 report. The LMPs were an out put.

And part of the -- as you just said, part of

t he reason for the 2015 update is that the
capacity forecast in the 2014 report was out of
dat e because there had been anot her Forward
Capacity auction; is that right?

(Hahn) That's correct. |In between the 2014 La
Capra report and the 2015 La Capra report,

FCA -- which stands for Forward Capacity
Auction -- No. 9 had occurred, and we knew what
the prices were.

Does the LMP in your 2014 report contain any
costs related to PSNH generati on?

(Hahn) The LMP is a indication of the narginal
cost at that location. It represents the cost
of supplying one nore negawatt in an hour -- or
one negawatt hour during that hour, at that

particular |ocation. So, to the extent that
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Public Service of New Hanpshire's generating
units were in the dispatch that created that
price, then I think arguably you could say it
had an inpact. But the price itself -- the
LMPs in New Engl and, the vast nmajority of the
tinme, are set by natural gas conbi ned cycle
units. So | can't say for sure, but | don't
believe that any of Public Service of New
Hanpshire's units set the price.

Wl l, I'm asking what you | ooked at in com ng
up with your opinion of what the | ocational
margi nal price was forecasted to be. D d you
do any anal ysis of PSNH generation costs?
(Hahn) We did not do any analysis. But let ne
expl ai n what we did do.

W had -- we devel oped our own forecast of
generator fuels -- so, natural gas, coal, wood.
We did receive fromthe Conpany, Public Service
of New Hanpshire, operating characteristics for
their plants and for, | think it was al so
vari able O&V non-fuel O&M costs. And those
were inputs into our Northeast Market Model,
whi ch runs an hourly dispatch of the New

Engl and energy grid. So those -- and we have
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i nputs for every other generating unit in the
| SO New Engl and systemas well. And that's how
| SO New Engl and di spatches its system |t
gets -- it receives bids from generators
offers to sell their output. They run a
di spatch that estimates the | east cost way to
serve any particular |load |evel, and then they
cal cul ate the narginal price, which is the cost
of one additional negawatt in an hour, and that
becones the LMP. Qur Northeast Market Mbdel
sinmul ates that process in the future. So it
perforns essentially the sane di spatch that
| SO New Engl and woul d, except ours is
forward-1 ooking farther into the future.
Is it fair to say that the LMP is a marKket
price?
(Hahn) Yes.
And that market price, although as you just
described, it takes into account nany, many
pi eces of information -- well, strike that.

Did you review M. Cannata's testinony
in this case?
(Hahn) | did.

M . Cannata descri bes the val ues of | oad
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obligation paynents that La Capra used in its
New Hanpshire energy prices for the | ow gas
case. The question is: D d he accurately
reflect those values in his testinony?
(Hahn) 1 don't think M. Cannata's testinony
used LMPs. So | guess the answer to that
question is, | don't think so.
The question wasn't directed at the LMPs but at
the | oad obligation paynents. | can find the
ref erence.
(Hahn) Yeah, a reference would be hel pful, M.
Sheehan.
Sur e.

( Pause)
Do you have a copy of M. Cannata's testinony
in front of you?
(Hahn) 1 do.
At Table 1 on Bates page on the bottom Page 10
of 41.
(Hahn) 1 have Page 10, Table 1.
There's a colum third fromthe right titled,
"La Capra Weighted Average Dol lars Per Kil owatt
Hour Month For Cal endar Year." Do you see that?
(Hahn) Yes.
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And ny question is sinply: D d M. Cannata
accurately reflect values he says are from La
Capra. Are they correct? And the issue is
it's a math thing. You had annual val ues. He
did the math to make theminto nonthly val ues.
(Hahn) Ch, all right. That | can expl ain.
Sorry if | was being obtuse.

That' s okay.

(Hahn) The |1 SO New Engl and capacity year runs
from June 1st of one year to May 31st of the
next year. So they refer to that as a
"capacity year." I1'll use as an exanple

2014- 2015; so, June 1st, 2014 through May 31st
of 2015. And the prices are set for those 12
nmont hs, seven of which occur in 2014 and five
of which occur in 2015. So it's not uncomon
to use -- to do cost anal yses on a

cal endar-year basis. So you would need to --
if I wanted to do a cal endar-year forecast for
2015, | would take five nonths fromthe

2014/ 2015 capacity year and seven nonths from
t he 2015/ 2016 capacity year and wei ght them
So, five tinmes the first price, plus seven

times the second price, divided by 12 gives you
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an average for the year. And it appears to ne
fromTable 1 that that's what M. Cannata did
as wel | .

You don't have your calculator in front of you.
But if that's the approach he took, that was
the right approach to take in order to get a
nunber as he described it, a weighted average
in dollars per kilowatt nonth.

(Hahn) For a cal endar year, yes, that appears
to be the sanme nethod he used.

M. Cannata held capacity val ues constant at
the FCM 9 |l evels from 2019 through 2021. |If
you were to do that kind of projection, would
you do that, or would you do sone ot her

anal ysis for future capacity val ues?

(Hahn) 1 would not just take the FCA 9 price
and assune it fixed. W have a nodel that
forecasts capacity prices, and that's what we
woul d use. That's what we used in the 2014 La
Capra report, and that's what we used in the
2015 La Capra report, the August 2015 updat e.
And the update, the future -- the forecasted
pri ces based on FCM 9 showed that those prices

rose fromFCM 9 levels; is that correct?
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(Hahn) Eventually.

At | east over the course of that, well, yeah,
two- or three-year period?

(Hahn) I"mgoing to refer to the confidenti al
portion of the 2015 report, but we don't need
to go into a special session for that. Those
of you that have the report, you can see it.
Those of you that haven't signed a

non- di scl osure agreenent won't be able to see
it.

But on Page 7 in the update, imedi ately
after FCA No. 9 we assune a slight reduction in
prices and then foll owed by increases each
year.

Ckay. |If you could |locate M. Chung's
testinony. | understand you have it in front
of you. And in particular, Page 4, you have
that in front of you?

(Hahn) Yes, | do, sir.

In the question and answer at Lines 4 through
11, the answer says, "The prinmary source of the
data for the savings estimate was the April 1,
2014 study conducted by La Capra Associ ates as
part of Docket No. IR 13-020."
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My question is: The April 1, 2014 st udy,
was that the one conducted by La Capra or by
Staff?

(Hahn) No, the April 1st report was perforned
by Staff.

And that's what we just went through 15 m nutes
ago.

(Hahn) Yes, sir.

The next sentence says, "The La Capra study
cont ai ned forecasts of prices for PSNH default
energy service, as well as that of
conpetitively supplied electricity, along wth
other information."” Again, is that the
forecasts that were in the Staff report, not in
t he La Capra report?

(Hahn) | believe that they were the forecast --
that the reference is to the forecast in the
Staff report.

Turn to Page 5 of the same, M. Chung's

testi nony, question and answer, Lines 1 through
7. The answer is: "The nost significant

fi nanci al nodeling assunptions contained in ny
anal ysis relate to: 1) the estinated

generati on assets sale price" -- I'll stop the

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}




© 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: RICHARD HAHN and DANIEL KOEHLER]

39

quote. That is what you, La Capra, did;
correct?

(Hahn) Correct.

"2) forecasted conpetitive narket energy
rates.” You provided that infornmation; is that
correct?

(Hahn) Well, no, | think that's what Staff
provided. W provided information in ternms of
LMP and capacity prices, and then Staff -- the

April 1st Staff report produced the forecast of
conpetitive market energy rates, which woul d be
what custoners would pay if default service
were procured from | SO mar ket s.

Ckay. And returning to the quote,

"3) forecasted PSNH s energy service rates."
And again, that is sonething that Staff did,

not La Capra; is that correct?

(Hahn) 1 believe that's correct, yes.

And, "4) costs associated wth the Burgess and
Lenpster PPAs." |s that work that La Capra did
or Staff?

(Hahn) Well, the costs of the PPAs were from

t he PPAs thenselves. So we had that in our

report, and Staff would have that information
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as well.

Ckay. And the follow ng statenent says, "All
of these assunptions cone directly fromthe La
Capra study." That's not entirely accurate, as
we just summari zed; correct?

(Hahn) Correct. | think, obviously, sone of it
cane fromour report and sone of it cane from
Staff's report.

There was anot her statenent that you don't have
in front of you that was in a pleading filed in
this case that's in a simlar vein. | just
want to read it to you and ask you the sane
question, if there's simlar confusion between
what La Capra did and what Staff did. This is
from Advocate Staff's notion regardi ng what

br ought about this procedure.

Quote: "M . Cannata directly refutes the
concl usi ons of La Capra anal ysis that
divestiture is in the economc interest of PSNH
custoners.”

So ny question is: D dthe La Capra
anal ysis conclude that the divestiture is in
t he economi c interest of PSNH custoners in any

of its reports in 2014 or 20157
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(Hahn) That was not a concl usion we offered one
way or anot her.
Thank you.

Just a clarification on what -- again,
goi ng back to what La Capra did in the 2014
report as updated, as opposed to what Staff did
inits report. AmIl correct to say that what
La Capra did is it cal cul ated and projected
LMP, and it prepared a capacity forecast, but
it was Staff that put those two nunbers with
what ever ot her adjustnents it nade to cone up
wWth a conpetitive rate and a PSNH rate? 1Is
that a fair statenent?

(Hahn) But we did talk wwth Staff about that,
as | previously indicated. Staff asked us

if -- you know, how would you do a conpari son
And we said, well, the -- if you buy default
service froma supplier, a third-party
supplier, or if you go to the I SO narkets
directly, you'll pay capacity energy, |1SO s

ot her costs, which include ancillary services
and things like that. And that information --
certainly the two biggest pieces are capacity

and energy. They account for 95, 97 percent of
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the cost. So we gave themthat. W suggested
that that could be used to estinmate what a
third-party supplier would bid in a conpetitive
market. So we did provide themw th that
guidance. But as | said earlier, Staff did the
calculation itself.
So if one were to critique what Staff did in
its report, putting the pieces together, that
was Staff's work, not La Capra's. | understand
you gave them sone data points.
(Hahn) Correct. Wat happened was we gave t hem
a spreadsheet. They made sone cal cul ati ons.
They sent it back to us, and it | ooked okay to
us. But we did not actually do it, no.
Ckay.

VMR, SHEEHAN: To the extent,
Al ex, that you're the chairman of these
proceedi ngs, | don't have any nore questions
now. | think -- go ahead.
(Hahn) M. Koehler rem nded ne. In one of ny
previ ous answers to your questions, you said
that we estimted the asset val uation as of
March 31st, 2014. M answer to that was too

quick. In the 2014 La Capra report, the asset

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}




© 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: RICHARD HAHN and DANIEL KOEHLER]

43

val uati on was as of January 1st, 2015. And in
the 2015 La Capra report update, the val uation
was of January 1st, 2016. | just need to nake

that clarification on the report.

BY MR SHEEHAN:

Q

Fair enough. And | had one nore foll ow up
al ong what we were tal ki ng about.

Did La Capra give informati on on the PSNH
energy service rate? D d you provide any
i nformati on on PSNH energy service rate?
(Hahn) No. W agreed that Staff probably knew
nmor e about how that rate was set than we did
since that's a rate that is set in a roomlike
this. So, Staff did that estinate w thout
assi stance from us.
Thank you.

MR. SHEEHAN: Al ex, you want to
take it from here?

MR. SPEI DEL: Very good. Thank
you, M. Sheehan. W would now |li ke to open,
per the order of questioning, the floor to
Advocate Staff, M. Ross.

EXAM NATI ON

BY M5. RGCSS:
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Thank you. Sounds like the mc is working.
Good norning, M. Hahn and M. Koehl er.
How do you pronounce your |ast nane? |Is it
"Kayl or" or "Kohler"?
(Koehl er) "Kaylor."
"Kayl or." Thank you.
(Hahn) He w shes he was related to the Kohls.
Thank you for correcting the valuation date. |
was actually -- that was going to be ny first
questi on.
Let nme just ask you. What preparation did
you undertake for this deposition?
(Hahn) | reread our reports: The 2014 La Capra
report, the 2015 La Capra report, update. |
revi ewed certain pieces of testinony that had
been filed: The testinony of M. Chung | read;
the testinony of M. Frantz; the testinony of
M. Cannata; the testinony of M. Stachow, |
read the settlement agreenent. |Is it agreenent
or stipulation? |1'mnot sure which. But I
read that. And | nmay have seen sone di scovery
responses that were provided either in this
proceedi ng or in previous proceedings. | think

that's pretty much what | | ooked at.
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And what subject areas did the discovery

responses deal wth?

(Hahn) 1 think in M. Cannata's testinony he

cited a discovery response by M. Smagula. [|I'm

not even sure what docket it was. But | went

and found that and | ooked at it. | don't

recall the others specifically.

Ckay. Did you conmrunicate with the

Non- Advocate Staff prior to the deposition?

(Hahn) You nmean -- yes.

And what were the nature of those discussions?
MR. SHEEHAN:. | object, Anne.

O course he tal ked to counsel about today.

But those woul d be privil eged conversati ons.

If you want to ask what he was provided or did,

any further conversations with counsel present

woul d be protected.

BY M5. RGCSS:

Q

Coul d you describe the subject matter areas
that the Staff identified to you that you would
need to be prepared to di scuss today?

(Hahn) | was provided by -- I'msorry. Staff
provided to ne summaries fromcertain parties

in this case that indicated what issues they
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wanted to address. | viewed that to be sort of
a heads-up as to what we m ght get asked on. |
think I saw one from CLF, one fromthe city and
town, maybe one from OEP. But there were,

li ke, four or five of them | was provided
those and | read them | was provided with a
verbal description of how this proceedi ng woul d
occur today, you know, what the format woul d
be, sort of general background i nformati on.
Ckay. Thank you.

Wien you prepared the draft 2015 update
for Staff and submtted it in the draft form
were there any conmuni cati ons regardi ng whet her
or not that would be finalized?

(Hahn) 1 don't believe so. It's not unusual

for us to provide a client with a draft report.
We don't allow clients to dictate what goes in
the report. But sonetinmes they can suggest
either areas that need to be expl ained better
or need to be clarified. So we did provide a
draft report. | don't recall any conversations
about taking the word "Draft" off and reissuing
it. Maybe they occurred, but | don't recal

t hem
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What did you do to produce the 2015 report?
know you touched on it earlier. But could you
just give ne a little nore detail. D d you
actual ly take nodel runs you used in 2014 and
changed then? O how did you produce the 2015
report?

(Hahn) The 2014 val uation report created a pro
forma financial statenent for each PSNH
generating plant. That financial statenent
woul d i ncl ude, as any generator would in the

| SO New Engl and settl enent system generates,
capacity revenues, energy revenues, ancillary
service revenues. And the generator has
certain costs. They have to buy fuel; they
have variable O&M they need supplies to run

t he power plants; they have to hire peopl e;

t hey nmake capital investnments. And the net

I mpact of that financial statenent determ nes
what the value would be to a prospective

I nvestor. So we | ooked at the -- we approached
the valuation. And it's referred to as a

"di scounted cash fl ow net hodol ogy," or "DCF."
And that's a fairly standard tool for val uating

assets. And so we basically had that financi al
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statenment as one of the key determ nants of the
asset value that we estinmated. Does that
answer your question or not? |'mnot sure.
And ot her inputs that would go into that asset
val ue woul d be sone forecast of those revenue
streanms going forward that you would then use
in your DSF [sic] analysis; correct?

(Hahn) Sure. So we would forecast the capacity
revenues the capacity price. The energy
revenues came fromour sinmulation of the |ISO
energy markets. Many of the units we deened
did not qualify for ancillary service revenue.
And so there was a snmall conponent of that.

But that constitutes sort of the revenue |ine
in this nodel.

So in the 2015 update, sone of the revenue

| i nes woul d have been adjusted fromthe 2014
report or analysis; correct?

(Hahn) That's correct. So we updated our
capacity prices, which updated the assuned
capacity revenues. And we had -- we estinmated
t he i npact of new gas prices because now we
have a new gas price forecast for the New

Engl and area. And so we updated the energy --
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the forecast of energy revenues. And we held,

| think, pretty much everything el se, pretty
much everything el se the sane.

And is it your opinion that by capturing the
Forward Capacity Market shift and the gas

mar ket shift, you address the two maj or changes
so that the resulting valuation is still
relatively valid?

(Hahn) Yes.

I n your 2015 update, you nentioned there's been
a decline in forecasted natural gas prices. |Is
this the case, even though we've had w nter
volatility in gas prices in New Engl and?

(Hahn) Yes. W do forecast a continuation of

t he price spikes, but at a nmuch |ower |evel

t han when they peaked in the winter of 2013. |
mean, gas prices are definitely seasonal, as
are electric prices.

And do you anticipate they wll continue to
peak in the w nter nonths going forward?

(Hahn) Yes, we believe that gas prices in the
wi nter nonths will be higher than in the sumrer
nont hs. But as a general rule, the narket

forward prices are telling you that the annual
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average prices of those is going down.

And for purposes of forecasting, then you're
confortabl e usi ng an annual average, even

t hough there are price spikes?

(Hahn) wWell, we don't use an annual aver age.
We use a nonthly average. That's a fairly
standard technique in |long-term sinul ati ons.
Even though it's an hourly dispatch nodel, we
use nonthly fuel prices. So they would show
very high prices in January and February for
natural gas, which is an input fuel to nany
generators in New Engl and, and they woul d show
very low prices in April -- March, April, My,
June. You m ght see another slight price
increase in July and August, but not as high as
it would be in the winter. And then they'd
clinmb again.

I think there has been sone criticism by

Non- Advocate Staff of your use of average
nonthly prices, and that's why |I'm questioni ng
you a little about whether that's a valid
nmeasure for purposes of forecasting. And I
assume the answer to that is yes, that you

consider that valid still?
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(Hahn) Absol utely.

And so is it fair to say that your natural gas
forecast in your 2015 update takes into account
t hose winter price peaks in gas pricing?

(Hahn) Yes.

And how does your asset value in the 2015
updat e capture Forward Capacity Market pricing
I ncreases?

(Hahn) well, it's higher Forward Capacity

Mar ket revenues which are offset by | ower

ener gy mar ket revenues.

Ckay. So, even though the overall nunber is
slightly higher for the assets, is that a
reflection of the capacity market?

(Hahn) It's a reflection of both.

O bot h.

(Hahn) Now, | need to be nmaybe -- offer a
little nore detail here. For the hydro units,
they get -- hydro unit gets nore of its revenue
fromthe energy market than it does capacity
market. So those would not -- they woul d have
sone increase in capacity, but less of a
reduction in energy. Sone units |ike New ngton

don't run very nmuch, so the energy inpact on
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those is primarily the higher capacity narket

revenues.
Q Hence the increase in your valuation on
Newi ngt on?
A (Hahn) Correct.
Q Is there a new Confidential Figure 4, which is
t he New Hanmpshire LMPs which is shown on
Page 29 of your 2014 report?
(Wtness revi ews docunent.)
MR. SHEEHAN: \What page?
M5. ROSS: Twenty-nine.
A (Hahn) Page 29 of the 2014 report?
BY MS. ROCSS:
Q That's correct.
A. (Hahn) 1 have it.
Q Do you have an updat ed one based on your 2015
updat e?
A (Hahn) It does not | ook |Iike we included that
sane figure in the 2015 update.
Q Woul d it be possible to produce that update?

MR. SPEIDEL: W would object to
that. This witness is Non-Advocate Staff's
consultant. You can ask questi ons about the

materials that have been produced thus far, but
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| don't think that there is an ability to
request the production of additional naterials

by our consultant.

BY Ms. ROSS:

Q

o >» O >

May | ask if the LMP forecast was updated as
part of your 2015 update?

(Hahn) Yes, but we updated it w thout rerunning
t he market sinulation. W used a nanual
adjustnent to the LMPs that were output from

t he 2014 study and used a manual procedure to
adj ust those for the | ower gas prices.

Hypot hetically, if you were asked to produce
that, how long would it take to do it?

(Hahn) Not |ong. But we --

Days? Hours?

(Hahn) A week.

A week. Thank you.

Are there any updates to the Section 5
scenario results? And this is actually in the
mar ket nodel report, so other parties don't
have it. But Section 5, if you recall, is a
di scussi on of your inputs.

(Hahn) Do you have a page nunber, M. Ross?
Hold on. 1'Ill get it for you. |It's
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essentially beginning at Page 63. There's a
series of figures: 5.1, 5.12, 13. They're
just your inputs on -- sone of your key inputs

into the report?
MR. SPEIDEL: Please speak into

the m crophone, M. Ross.

BY M5. ROCSS:

Q I"msorry. It ends on Page 68. So it's Page
63 to 68 of the Northeast WNarket Model i nput.

A (Hahn) I"msorry. 1Is there is a question
pendi ng?

Q Yes. | asked whether any of those inputs had
been updated as part of your 2015 update.

A (Hahn) In the 2015 update, we only updated the
reference case. W didn't do all of these
ot her scenari os.

Q But you woul d have had an update, for instance,
on your reference case for 5.12 -- 5.1.2, and
the sane for your LMP?

A (Hahn) I"'msorry. Can you direct nme to where |
shoul d be | ooki ng, please?

Q Yes. On Page 63 you have a reference case on

Figure 5.1.1. So that woul d have been updat ed.

You' re sayi ng you only updated your reference
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case. Just trying to understand what work you
actually did for the update.
(Hahn) wWell, we did not -- let nme be clear. W
did not re-performa sinulation or a dispatch.
We didn't have tine for that. But we believed
that by adjusting the 2014 results for the
change in natural gas prices that we could
accurately capture that. So we didn't produce
this chart. W didn't do all these high and
| ow cases, alternative scenario cases. Made
t he adj ust nent.
Ckay. |If you were to do that work, how | ong
woul d that take?
(Hahn) Al of the alternative scenari o0s?
Those woul d take --
(Hahn) That would take a long tine.
Ckay.
(Hahn) That would basically require a
re-simulation. So, four to six nonths? Don't
hold nme to that, but...
That's all right. [I'mjust trying to get an
i dea of the work invol ved.

On Figure 8, Page 33 of the report we just

passed out, which is an FCM price forecast --
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(Hahn) Are you referring to the 2015 La Capra
report?
2014. Excuse ne. Page 33. There's a
Confidential Figure 8  Has that been updated
as part of your 2015 report?

(Wtness revi ews docunent.)
(Hahn) Yes.

M5. RCSS: And | guess | would
request a copy of that update.

MR. SPEI DEL: Perhaps we shoul d
confirmthat the FCM price forecast referred to
in Figure 8 has i ndeed been updated in the 2015
report. | think we want to confirmthat.

MR HAHN: It has, and it's
shown in Figure 1 on Page 7 of the 2015 La
Capra report.

BY Ms. ROSS:

Q

Right. And this just asks for it in table
form as it was shown in Figure 8 originally.

MR. SPEIDEL: Well, again, |
think that woul d be subject to some di scussion
by Non- Advocate Staff with La Capra. It m ght
be a possibility, but it would require our

aut hori zat i on.
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M5. RCSS: Al right.
Qbvi ously, any request | make would require --
| understand it will require your
aut hori zation. And |I'mjust nmaking a request
on the record, and we don't need to resol ve

t hem t oday.

BY M5. RGCSS:

Q

On Page 50 of your 2014 report, there's a
figure that tal ks about the high retirenent
scenario in the FCM price forecast. Has that
data been updated as parts of your 2015 --
(Hahn) 1 don't believe so. As | said, we only
updat ed the reference case.

And if you were to undertake an update to that
particul ar data, how | ong woul d that take?
(Hahn) Well, 1'mnot sure exactly because that
woul d require us rerunning the capacity and
price forecasting nodel. So, at |east a nonth.
And t hen one | ast question on the report that
has not been distributed, which is the

Nort heast Market Mbdel. On Page 60 of that
report --

(Hahn) Whi ch page, ma' anf

Sixty, 6-0. It's Table 4.1. It's on
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cunul ative retirenents. Has that been updated
as part of your 2015 update?

(Hahn) No.

And again, if you were to undertake that
updat e, what kind of tinme would be required?
(Hahn) Well, | think that would be part of the
nont h-1ong effort to update capacity prices.
nmean, you have to start wth a set of
assunpti ons about what existing units are going
to be there.

Ri ght.

(Hahn) So we woul d need to do that.

Just a question. Earlier when we were talKking
about the LMP forecasts that you did, which is
t he |l ocational marginal pricing for the New
Engl and region -- and the LMP is a whol esal e
price, isn't it?

(Hahn) 1t is, but it determ nes what is charged
to |l oad assets or | oad supplies.

And that was going to be ny next question.
Coul d you wal k t hrough what woul d be the
appropriate adjustnents to nake to the LMP and
t he Forward Capacity Market prices to arrive at

an assuned retail price in New Engl and.
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(Hahn) Sure. For the energy price, the retail
| oad, which would be neasured at an on-prem se
meter, to that figure you would have to add

| osses and represent the burden that that

pl aces on the generators. Those nunbers are
usual |l y known and usually don't vary from year
to year. So you would need to either gross up
the LMP itself or gross up the kilowatt hours
to be at the generation level, and then you'd
arrive at sane revenues. So the LMP can be
used to determ ne both the whol esal e revenues
to generators and the retail cost to -- | nean
and the |load cost to retailers.

Ckay.

(Hahn) Now, as far as -- you said capacity was
your ot her question?

Yes.

(Hahn) There are different capacity prices that
a generator receives and the | oad pays

obvi ously because soneti nes | SO New Engl and
procures nore than its installed capacity
requi rement in any Forward Capacity aucti on.
So the way this works is | SO hol ds an aucti on

CGeneration suppliers that offer capacity and
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bid into the capacity market and succeed are
awar ded a capacity supplier obligation, a
certain amount of negawatts, and they get paid
a rate for that. |SO aggregates all those
paynents with generators and needs to coll ect
that anount fromload. So, sonetines there's a
different price, capacity price to |oad. But
again, it's knowable and it's calculable -- I'm
sorry. It's not knowable. But after an

auction is done, you know how nmuch you need to

collect. So it is knowabl e.
Ckay. | believe you have M. Cannata's
testinony in front of you. |If you would turn

to Page 8. On Page 8 it discusses --

(Hahn) Can | have a nonent, please, to find
that? Al right. | have Page 8 of M.
Cannata's testinony.

And on Page 8, he di scusses both the | SO New
Engl and capacity paynents nade to PSNH on its
generation plants, and he al so tal ks about | oad
obligation paynents to | SO nade by PSNH as a
result of its role as a supplier of load to its
default service custoners.

My question is: How does your 2014 report
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account for both the capacity and | oad

obl i gati on paynents?

(Hahn) well, the 2014 report was focused on
generator revenues. So the capacity price that
gener ator revenues received was a direct and

I mportant input into the 2014 La Capra report.
Since that report did not attenpt to estimate
what the cost to | oad would be, we didn't
calculate that. 1It's calculate-able fromthat
information, but we didn't do it.

Are both the capacity and | oad obligation
paynents included in your LMP forecast?

(Hahn) Well, the capacity market is separate
fromthe energy market. So there's no

i nteraction between the two, other than there
are requirenents. For exanple: |If you receive
a capacity -- if you are a generator and
receive a capacity supplier obligation, there
are certain requirenents, |like you nust offer
energy to the energy narket. But the

nmechani sms, the market nechani sns are separate
and distinct. So you can have a change in
capacity prices and a change in LMPs, and they

aren't necessarily related. They could be.
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For exanple: |If you added a highly efficient
conbi ned cycle unit, a new one, that m ght --
especially if it's in a place where capacity is
needed, and therefore the FCA clears at a high
price, you mght get an increase in capacity
prices but a decrease in LMPs because the nore
efficient plant bunped a higher cost unit off

t he mar gin.

If one were to | ook at conpetitively procured
retail rates in New Hanpshire, would it be safe
to assune that those rates would incl ude

| oad-serving entities, |oad paynents at the
whol esal e | evel to | SO New Engl and?

(Hahn) Are you referring to a third-party

conpetitive supplier --

Yes.

-- (Hahn) or Public Service of New Hanpshire as
a default --

Yes, I'mreferring nowto a third party, where

you go out, as a couple of our utilities do,
and just issue an RFP: Load foll ow ng power to
this class of custoners for six nonths.

(Hahn) Al right. So this is Public Service

bi dding for a third-party-provider --
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-- (Hahn) to supply default service | oad for
whi ch Public Service remains the | oad asset
owner ?
No, for which the supplier takes the asset
obl i gati ons.
(Hahn) Ckay. GCenerally, all wholesale -- all
providers of |oad, entities that serve | oad,
t heir underlying cost are the capacity costs,
t he energy costs, and if they are required to
pay for any of the ancillary services that |SO
organi zes, all of those costs, including the
| oad obligation paynent woul d be included in
those rates. There is also likely things |ike
a risk margin, profit margin and things like
t hat .
Thank you.

In M. Cannata's cal cul ation, Table 1 on
Page 10 that you were referred to earlier --
scratch that question.

| think that's it for the questions that I
have. Thank you very nuch.
(Hahn) You're wel cone.

MR. SPEI DEL: Ckay, Ms. Ross.
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Thank you. May we be off the record for just a
qui ck second?
(Di scussion off the record.)

MR. SPEIDEL: My we pl ease
return to the record. | would now like to
invite the Conpany to ask questions of the
W t nesses.

MR. BERSAK: Thank you. Do the
W t nesses need a break?

MR HAHN: No.

MR BERSAK: G eat.

EXAM NATI ON

BY MR BERSAK:

Q

My nane is Bob Bersak. |'man attorney wth
Eversource. I'msitting at the Eversource
table. | want to thank you both for hel ping us
with this process, long tine com ng, and for
your perseverance during this unusual procedure
today. | just have a few questions for you.

We' ve referred throughout the questi oning
this norning to your reports that were done
back in 2014, as well as an update in 2015.

Now, if | understand what these reports are al

about -- and please tell nme if I"'mwong -- the
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pur pose of the reports was to cone up wth an
estimate of the value of PSNH s generati ng
assets which nay be divested sonetine in the
future; is that correct?

(Hahn) That's correct.

And as part of that valuation you did an
update, and that update from 2015 was dat ed
August 17; is that correct?

(Hahn) 2015. That's correct.

The 2015 was done August 17 of 2015.

Now, | assune that both you, M. Hahn, and
you, M. Koehler, are aware of the announced
shutdown of the PilgrimNuclear Station; is
t hat correct?

(Hahn) Yes, sir.

And t hat announcement by its owner occurred

| ess than two weeks ago, on COctober 23rd. So,
woul d that have been included in your August 17
update, the inpacts of the shutdown of Pilgrinf
(Hahn) No.

Do you have any idea exactly when Pilgrimw ||
be shut down?

(Hahn) Only what | read in The Boston d obe,
which is by 2021. [|I'mnot sure of the date.
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We don't know.

(Hahn) 1 have no insider information as to what
entity will do with Pilgrim

Possi bl e that they could shut down sooner if

t hey buy into the reconfiguration auctions to
deal with their capacity obligations; is that
correct?

(Hahn) Sure, they can retire -- well, ny only
hesitation is | actually don't know what the
status of their retirenment request is wth | SO
So they can't just shut down. They need to ask
| SO New Engl and for approval and to -- | do not
know what the status of that request is,

whet her it's been nade, whether | SO has granted
it, whether 1SO has granted it with conditions.
| don't know t hat.

So we really don't know when Pilgrimw Il shut
down at this point, do we?

(Hahn) | don't believe so, no.

WIIl the Pilgrimshutdown have an inpact on the
energy and capacity markets that you di scussed
earlier today?

(Hahn) Certainly could, you know, all else

bei ng equal , yes.
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Are you aware that, earlier in Cctober, that
the Pine Tree Bet hl ehem bi omass-fired pl ant
here in New Hanpshire had a catastrophic
failure?

(Hahn) I was not aware of that.

And t hat event al so occurred after your

August 17 update. So is that event included in
your anal ysi s?

(Hahn) wWell, since | don't know anythi ng about
it, I highly doubt it. But --

Ckay. |'Ill accept that.

Last winter, are you aware that energy
prices in New Engl and were noderated because of
the availability of a LNG barge that was tanked
of f the coast of Boston?

(Hahn) 1 recall sonething to that effect.

But in your update from 2015, is it correct
that we see that gas prices this year are | ower
than they were | ast year?

(Hahn) Yes. That's what nmarket forwards are
telling us.

Wth | ower gas prices, do we know at this tine
whet her the owner of a barge full of LNG w ||

park that barge in New Engl and or whet her
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they'll sail it sonewhere el se where they can
get better prices for their gas this year?

MR, SPEIDEL: M. Bersak, just a
monent. | think that's a little bit too
specul ati ve.

MR. BERSAK: The entire report
Is speculative. W're guessing as to what
prices will be in the future. |[|I'mjust trying
to probe as to how correct these prices will be
when we actually get to a divestiture.

MR, SPEIDEL: Wll, M. Hahn is
not an LNG shipper. M. Hahn is a consultant.
You can phrase it in terns of, "Do you expect
that there could be fluctuations in the LNG

mar ket ?" sonet hing al ong those lines. But to

ask him well, if a specific barge floating in
Boston Harbor... that's a very specul ative
questi on.

MR. BERSAK: Ckay. |I|I'Ill change

t he questi on.

BY MR BERSAK:

Q

How about if LNG is not available this wnter?
W Il that affect energy prices in New Engl and?
(Hahn) Certainly could. Although, in this
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1 norning's 3 obe, since we're referenci ng d obe
2 articles about Pilgrim we can reference the
3 article about the availability of additional
4 LNG to cone into the Distrigas LNG facility in
5 Everett due to a bunch of factors, not the
6 | east of which is | ow worl dw de demand for LNG
7 So, sure. | nean, there's sone
8 uncertainty about sone of these forecasts. But
9 you try to do the best job that you can using
10 t he best available information at the tinme you
11 made it.
12| Q Exactly. But | think we both agree that the
13 market is volatile that we're dealing with and
14 constantly changing. Do you agree with that?
15| A (Hahn) Sure.
16| Q If you were to redo your August 17th, 2015
17 updat e today, would the values potentially be
18 different in what you have in that update?
19| A (Hahn) They could. | haven't done it, so |
20 don't know exactly for sure. But it's a
21 possibility. 1It's possible they could go up.
22 It's possible they could go down.
23| Q Do you deemthe val ues that you put in both
24 your 2014 report and your updated 2015 report
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to represent exactly what a willing bidder
woul d pay for each of the generating stations
follow ng a divestiture process?

(Hahn) Exactly --

Yes.

-- (Hahn) what sonebody would wite a check
for? It's ny best estimte of what that woul d
be. But do I know precisely who the bidders
are and how nmuch bi gger check they're going to
wite? No, sir.

So a wlling bidder could pay | ess than what
you've put in for a valuation for a particul ar
pl ant.

(Hahn) Could pay a | ot nore, too.

Coul d pay nore.

And even if you were to update your
report, as Attorney Ross was probing, would
your updated report provide val ues that woul d
be exactly what a wlling bidder would pay for
each of the assets?

(Hahn) wWell, any valuation exercise is a
forecast. Forecasts don't always predict the
future with a hundred-percent accuracy. |

don't know anybody that's good enough to do
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that. If | were, |I'd be doing other things and
maki ng a | ot nore noney, but --

We have forecasts fromLa Capra that you two
experts were involved in preparing, we have
testinmony from M. Cannata and from M. Chung,
all of which are forecasting or guessing at
what's going to happen in the future; is that
correct?

(Hahn) 1 don't agree with the word "guessing."
It's a forecast based on market information
that we have. That's the best intelligence we
have. Is it perfect? No. |Is it guaranteed to
be precisely accurate to the dollar? No. But
It's a reasonabl e forecast.

Wul d you agree that the only way to precisely
determ ne what the generating assets that the
Conmpany owns would be following a divestiture
process is to actually go through that process
and receive bids?

That wll tell you how big a check sonmebody's
wlling to wite. Yes, sir, it would.

Do you recall some questions that Attorney
Sheehan fromthe Non-Advocate Staff asked you

regarding M. Chung's testinony?
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(Hahn) Yes, sir.

Do you recall those questions were prinarily
directed at whether portions of his testinony
correctly refer to La Capra Associ ates reports
as the source of the information or whether it
shoul d have been Staff reports?

(Hahn) 1 recall those questions, sir.

Do you have a copy of the April 1 Staff report
avai | abl e?

(Hahn) I do. Gve ne a nonent to |locate it.
believe | have it.

Towards the bottom half of that, "Prepared by
Staff of the New Hanpshire Public Uilities
Comm ssion” in big print, and then foll ow ng
that next in big print is "La Capra

Associ ates,” and then the next one is "ESS

G oup"; is that correct?

(Hahn) Yes.

Is there potential for sone confusion about the
way this report is captioned that could be the
basis as to why M. Chung, in his testinony,
referred to the informati on com ng from La
Capra?

(Hahn) 1 think that's a possibility.
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Do you have any reason to believe that M.
Chung intended to m sl ead the Conm ssion or
parties to this proceedi ng?
(Hahn) 1 have no reason for such a belief.
One or two final questions.

MR. SHEEHAN: Bob, nor do we,
just to be clear. That was not the suggestion

of that question at all.

MR. BERSAK: | just want to make
sure. |'ve got a nice witness sitting next to
me. | just want to nmake sure you're not trying

to i mpugn what he has to say.

BY MR BERSAK:

Q

Finally, towards the end of her questi oning,
Att orney Ross asked you about sone questions
about | oad-serving entities, you know, if they
were to take over the obligation to serve
PSNH s custoners following a divestiture
process. And regardless of who that wlling

bi dder is who takes on PSNH s load, is it your
testinony -- or did you say sonme of that

i ncrenental costs for that | oad-serving entity,
whoever it is at the margin, would be dictated

by the market for both energy and capacity?
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(Hahn) | believe that if you were to go out for
bids to suppliers, to be the supplier of Public
Service of New Hanpshire's standard of fer of
default service, that the bids that you woul d
recei ve woul d be based on the outl ook at the
time those bids are prepared for capacity
mar ket s and energy narkets. Yes, sir.
Thank you, M. Hahn. Thank you, M. Koehl er.
MR. BERSAK: W have no ot her
questions, M. Speidel.
MR. SPEIDEL: Thank you very
much, M. Bersak
| would |ike to open the fl oor
to the Ofice of the Consuner Advocate, based
on the ordering of witnesses. M. Chanberl ain.
MS. CHAMBERLI N:  Thank you. |
just have a coupl e of questions.

EXAM NATI ON

BY Ms. CHAMBERLI N:

Q

Early in your testinony you were di scussing

whi ch el enents you updated and which el enents
you kept the sane between the 2014 and the 2015
reports. And one of the elenents was that you

kept the dispatch of the Eversource units the
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sane, is that correct, between the two reports?
(Hahn) Correct. It was a dispatch of all units
i n New Engl and, not just Eversource. But yes,
you're correct.

So that included Eversource.

(Hahn) Yes, it did.

I n maki ng the di spatch nunbers, did you use any
hi storical data, or was it all forecasted data?
(Hahn) wWell, we actually began -- when we did

t he 2014 study, we were doing an eval uati on of
t he assets as of Novenber 1st, 2015; however,
we began our sinul ations of the | SO New Engl and
mar ket on January 1st, 2013. So we did this
study in the last quarter of 2013 and then into
the first quarter of 2014. So we did a
simul ati on, and we had sone actual data that we
could conpare it to as a benchnark.

Ckay. And that data you received from | SO New
Engl and?

(Hahn) Wwell, the --

Actual data of dispatch.

(Hahn) The actual negawatt hours is avail abl e

t hrough vari ous sources, the Energy |Infornation

Adm ni strati on. We subscribe to various data
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sources that have things |like, you know,
megawatt - hour output. So it doesn't cone from
ISO It cones froma variety of industry
sources that we use.
It's either publicly avail abl e or avail abl e by
subscription? |Is that fair?
(Hahn) Yes, that's correct.
Thank you. That's all | have.
VMR. SPEI DEL: Thank you, Ms.
Chanber | ai n.
|'"d like to open the floor to
the Ofice of Energy and Planning. M. Aslin.
MR. ASLIN. Thank you, M.
Spei del .

First, I wanted to ask if procedurally we
could mark the various docunents that M. Hahn
has been referring to as exhibits to this tech
session, just for clarity of the record. |
think we could di spense with that for
testinony. But the three things we were
tal ki ng about so far are the 2014 La Capra
report, the 2014 Staff report, and the 2015
updat e.

MR. SPEIDEL: And the results of
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t he nodel explanation. That was the fourth
docunent that | think has been di scussed today.
And | believe that Ms. Ross proposed that the
2014 La Capra report in its confidential form
be marked as an exhibit. So that m ght be a
good starting point as Exhibit 1, but as
Confidential Exhibit 1. And then the 2015 La
Capra update -- now, as | recall, and perhaps
M. Hahn can attest to this.

Has there been a so-call ed
"public redacted version" of that 2015 update
pr oduced?

MR, HAHN: "' msorry. | was
consulting wwth M. Koehler. Could you hit ne
w th that one again?

MR. SPEIDEL: Sure. The 2015 La
Capra update, is there a redacted version and
an unredacted version -- that is, a
confidential and a public version -- that have
been produced for that?

MR, HAHN: Yes.

MR, SPEIDEL: So | woul d suggest
t hat the confidential version be marked as

Confidential Exhibit 2 for the 2015 La Capra
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update. That is the confidential version. And
then we have the market nodel explanation. And
again |I'musing a paraphrase, but | think we
know what |I'mreferring to. And that would be
Confi dential Exhibit 3.

Then we woul d have two or three,
actually, public exhibits. Public Exhibit 1
woul d be the 2014 La Capra report inits
redacted version. And then Public Exhibit 2
woul d be the 2015 La Capra update that's
redacted --

MR. ASLIN. Al ex, do you think
it nakes sense to do them consecutively
nunbered, the public --

(Court Reporter interrupts.)

MR. SPEIDEL: Well, in our
practice we |ike to | abel them as
"Confidential" versus "Public." | think it
makes things sinmpler, and it alerts the
Conmi ssion to the existence of the
confidentiality notion.

So the final Public exhibit
woul d be the so-called "Staff report of 2014,"
and that would be Public Exhibit 3. So | think
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that's a nunbering schene that coul d make sone
sense. So, did everyone get that?

MR. AALTO  Wiich one was one?

MR. SPEIDEL: The Public or
Confi denti al ?

MR. AALTO  Confidential 1.

MR. SPEIDEL: Confidential 1 was
t he unredacted version of the 2014 La Capra
report.

(Di scussi on anong Non- Advocate Staff.)

MR. SPEIDEL: Oh, | referred to
that as Confidential Exhibit 3, for what it's
worth, at least to keep it in m nd.

Now, this nunbering schene is
designed to help us keep track of what we're
referring to. It's not official. It's
essentially just for the purposes of today's
session we're concurring with this nunbering
schene. And there is going to have to be an
offer of proof at hearing to have them
i ncorporated into the hearing record at
hearing. So | accept M. Aslin's suggestion,
insofar as it helps us keep track of what the

heck we're referring to. But once we get to
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hearing, there's going to be a necessity to
actually introduce theminto the hearing
record. GCkay? |s there general assent on that
poi nt ?

M5. ROSS: Just a clarification.
The 2014 Staff report, | would suggest we
nunber it as Exhibit 4, because we have a
Confidential Exhibit 3, which is the nodel, and
I think you had proposed to al so nunber it
Exhibit 3. But then you have two Exhibit 3s
that really are referring to different
docunent s.

MR, SPEIDEL: Well, it's kind of
the trick because you have the reference to the
Confidential exhibits, and then you have the
Publ i c exhibits.

M5. ROSS: So you're going to
| eave it as Public Exhibit 3 then?

MR. SPEI DEL: For the purposes
of this session, just for the sinple reason
t hat we need to understand whet her the
materials we're referring to are confidenti al
or not confidential. 1It's going to help us out

on the witten record.
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MS. RGOSS: Ckay.

MR. SPEI DEL: Because if there
are just a bunch of nunbers, consecutive
nunbers, we're not going to be able to tell
which is confidential and which isn't. Okay?

All right. So, M. Aslin, would
you like to take the floor?

MR. ASLIN. Yes. Thank you, M.
Spei del .

EXAM NATI ON

BY MR ASLIN:

Q

M. Hahn and M. Koehl er, thank you for being
here today and sitting through the tech
session. | only have a couple questions to add
on to what has al ready been discussed. The
primary question is: In your 2015 update, as |
understand it, you essentially updated capacity

and energy forecasts, and that was it?

(Hahn) Yes.
What ot her inputs would you update -- and
t here's probably many -- but what are the next

two or three nost inportant factors that would
go into a full update that woul d address

val uati on of generation assets?
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(Hahn) Well, we m ght have asked the Conpany
to -- scratch that.

During our initial 2014 report, the
Conpany provided us with a bunch of its
confidential data on the plants: How they're
run, what it costs to run them what their
expected i nvestnents would be in the future.

We coul d probably update that. | don't know
whet her those have changed or not. | would not
expect themto have anywhere near the inpact
t hat capacity and energy market prices would
have. But | nean that's -- if we were doing a
new study today, we'd certainly ask for that.

I mean, there could be a change in the New
Engl and generation m x. W heard tal k about
Pilgrimthis norning; so, maybe Pilgrims
departure. W also see talk of the Tri-State
Cl ean Energy RFP. That could have an inpact on
this. So | guess we were aware that there may
be other factors, but we certainly believed
that these two captured by far the lion's share
of the change that occurred from our original
report to our updated report.

And in regard to your capacity forecast
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updates, did those updates take into account
current informati on about expected retirenents,
expected new generation that's comng into --
may come into the region?

(Hahn) That we knew at the tine, sir.

At the tinme of the update.

(Hahn) At the tine of the update. So if that
was August, you know, whatever we knew as of
August 1st, which is probably the date that

we -- approximte date that we did the update,
you know, we had FCA 9 as a known number. We
knew what was bid. W knew what qualifi ed.
|"'msure there was sone capacity that was
renoved and there was sone capacity that was
added. But all of that would be included in
our 2015 update.

In regard to the energy portion of your update,
expected future transm ssion from Canada and/ or
gas or gas pipelines, would those factors have
been sonet hi ng that changed since 2014 in your

anal ysi s?

(Hahn) wWell, we did assune a generic Canadi an
i mport into the original 2014 nodel. |In 2015,
you know, we decided to update for that. Could

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}




© 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: RICHARD HAHN and DANIEL KOEHLER]

84

it be higher or lower? Sure. You know, the

Cl ean Energy RFP was tal ked about back then but
was not as far along as it is today. It's now
been approved by the Rhode |sland Conmi ssi on.
And if it hasn't been al ready approved by
Massachusetts and Connecticut, it wll be soon.
So that has the potential to bring in a | arge
anount of renewabl e inmports i nto New Engl and.
But those potential changes were not sonething
t hat was updat ed between the 2014 and 2015
report?

(Hahn) No. As | said, we offered or discussed
wth Staff two options: One is a full-bl own
updat e whi ch woul d have captured all the things
that we're tal king about, or we could do sort
of an increnental anal ysis based on the two

bi ggest changes that | think anybody coul d
think of. And given the tine constraints, |
think we opted for the shorter study as opposed
to the | onger study.

Wth regard to gas price forecasts between 2014
and the 2015 update, had there been -- within

t he gas price forecast, does that incorporate

current information regardi ng potenti al
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pi pelines, as well as how that would affect the
energy prices potentially?

(Hahn) What woul d gi ve you the best inpact of
the outl ook for natural gas prices are the

mar ket forward prices. You can read reports.
But at the end of the day, those are
exchange-traded transactions for real deals.
And that indicated to us that prices -- the
expectation for future prices woul d decline.
So that's what we saw i n our 2015 update, and
that's what we still see, even if | did it

t oday.

And t hose updates incorporate all the know edge
that exists in the market, which would include
presumably the potential for additional gas
capacity.

(Hahn) Yes. Absolutely.

To what extent did environnental regul ations,
or expected environnental regul ations, play a
role in your valuation of the assets in 2014,
and did that aspect change in any way when you
di d your update?

(Hahn) Qur -- the reference nodel that we used

for the 2014 La Capra study assuned conpli ance
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with the various renewabl e portfolio standards
and with the various environnental |aws. |
don't think it expressly included the C ean
Power programthe EPA has since issued. But it
did reflect sort of the conpliance with the
state of environnental regulation at the tine.
We didn't update that in the 2015 study.
(Koehler) If I could also add there? It did
al so i ncorporate an assuned future carbon
price, which was not based on any particul ar
regulation in effect, but was intended to
reflect the possibility of future regul ati on of
car bon.
So that's the CO2 pricing.
(Koehl er) Correct.
Do you have a directional estimte of what the
I npact of updating your valuations woul d be
based on the current C ean Power Pl an and ot her
envi ronnent al changes that have taken pl ace?
MR. SPEIDEL: That is -- if |
may just object. That's a very |large, very
broad question. The C ean Power Pl an I
understand is sonething |ike a thousand-pl us

pages, at |east, 1500 | hear from ny
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consultant. M. Hahn and his associate, M.
Koehl er, are very intelligent nmen, but | don't
t hi nk they have the nunber-crunchi ng power of
| BM s Watson on hand. So, perhaps a nore
narrowy tail ored question, M. Aslin?

MR. ASLIN. Certainly.

BY MR ASLIN:

Q

Let's narrow it down to the expected CO2
regul ati ons for 2020. Wat i npact would
that -- would you expect that to have in the
val uati ons?

MR, SPEIDEL: Well, it's kind of
t he sane questi on.

MR. ASLIN. Well, no, it's a
nore detail ed questi on.

MR SPEIDEL: Well, | think you
woul d have to understand that whatever answer
you receive is extrenely specul ative. W're
wlling to allow sone | evel of specul ati on at
techni cal session, wth the understandi ng that
it doesn't have a | ot of analytical
consi deration behind it. | think M. Hahn has
an under st andi ng and an educated guess of what

m ght conme out of the C ean Power Plan. But
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there's many noving parts in play there.

MR. ASLIN. |'d respectfully
agree that you can nake an esti mate of
directionality. That's all | was asking.

MR. SPEIDEL: Well, in terns of
a general trend in directionality, wth the
understanding that it would be limted, we'll
al l ow t hat questi on.

M. Hahn?

(Hahn) Al right. Can soneone refresh ny

menory of what the question is?

BY MR ASLIN:

Q

Absolutely. Wth regard to the anticipated --
or the CO2 price regulations that are going
into effect in 2020, what direction would that
push your asset val uations?

(Hahn) 1 don't know. | haven't done that. And
that's far nore conplicated than sayi ng, you
know, natural gas price futures are down, so we
expect LMPs to go down. If you're referring to
the Cl ean Power program the first threshold in

2020 -- is that what your question deals --

BY MR ASLIN:

Q

Yes.
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(Hahn) Haven't | ooked at it for New Hanpshire.
It's on a state-by-state basis. | don't know.
So I can't answer your question whether it
woul d -- what direction it would go in.

Ckay. Thank you.

MR. ASLIN. Oh, yeah, just for
the record, | wanted to make it clear that the
Confidential Exhibit 3, which is the New
Engl and nodel report, is not sonething that the
parties have. | think Staff maybe has and
Advocate Staff.

MR. SPEIDEL: Yes. So the
reason it was assigned, again, a nunbering
schene for purposes of this technical session
is so that fol ks can follow al ong, not for the
pur poses of marking at the hearing, because
Ms. Ross nmade a few references to it.

MR. ASLIN. And | just wanted to
clarify for the record that that issue of that
report has not been -- the confidentiality of
that report is not being chall enged, but
there's al so been not a request for it at this
time. Most of the parties do not have it in

t heir possessi on.
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MR. SPEIDEL: That's correct.
The consultants of Staff have indicated that
they believe that to be confidential in toto
within their notion for confidential treatnent.

MR ASLIN: Yes, | think we're
under st andi ng each ot her.

MR. SPEIDEL: Ckay. And are you
conplete with your questioning, sir?

MR. ASLIN. | was about to say,
yes, we have no further questions at this tine.
Thank you.

MR. SPEI DEL: Thank you very
much. | think it's time for a break, a
ten-m nute break. Could we pl ease reconvene at
11: 25? Thank you very nuch.

(Wher eupon a brief recess was taken at
11: 13 a.m, and the proceedi ngs resuned
at 11:27 a.m)

MR. SPEI DEL: Ckay. | think
we' ve gone through all of the -- that is, the
novi ng party, the Conpany, and all the
state-affiliated questioners. And the next
questioner will be M. Aalto. Doesn't get any

nore al phabetical than that, two As.
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So would you like to begin, M.
Aal t 0?

And are we on the record? |
presunme, yes. Thank you.

MR. AALTO |Is this nmachine
working at this point?

MR. SPEIDEL: | would hope so.
Yes, it sounds like it.

MR. AALTO  Thank you.

EXAM NATI ON

BY MR AALTO

Q

Thank you very nuch, and wel cone to New
Hanmpshi re.

(Hahn) Good to be here, M. Aalto.

I had a coupl e of questions about your nodel
and how you use it. D dyou try to calibrate
your nodel's output for sone of the past couple
of years wth actual data on cost fromthe
utility?

(Hahn) Not cost. But as | said, we began our
simulation in January of 2013. And so when we
began this work in Septenber-ish of 2013, we
had some actual data for the output. And what

we focused on was the output of the PSNH units.
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But you do not have, then, any sense of how
much noney the plants m ght have produced in
terns of net incone during those years ot her

t han through the nodel itself.

(Hahn) Well, we didn't estinate historically
whet her these plants nmade noney or | ost nopney.
We did not do that, sir.

All right. Wuld that kind of data have been
avai l able to you if you chose to go that route,
or is that confidential?

(Hahn) Well, that data is not available to us.
It is available to Public Service of New
Hanmpshi re because they woul d receive a
statement each week, and eventually each nonth
from | SO New England telling themwhat their
revenues are. And their accounting system
would tell them what the costs are. So | would
not have access to that w thout the cooperation
of the Conpany.

Presunmably the Conm ssion woul d have access to

that in ternms to work up rates.

(Hahn) 1 can't answer that question.
Specul ation. Well, | guess | would assune that
it's there.
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There's been di scussion in sone of the
record -- and | don't know exactly where it
is -- it refers to statenents by the utility
that during the winter there was a -- with the
pri ce spi kes, the existence of the plants they
had provided incone to themor savings to the
custonmer of $150 million. Does that sound |ike
a reasonabl e nunber to you based on your
assessnent of the nunbers? This was for a
coupl e nont hs of operati on.
(Hahn) well, that's one of the data requests
that | reviewed fromM. Snagula. |'ve not
| ooked at the underlying analysis of that, so |
can't say for sure. The question is worded
"production cost savings." And that could
be -- and | say "could be" -- or is frequently
deened to be the variable fuel and O%M costs of
the PSNH units versus market LMPs and capacity
prices. And so that may or may not be the
whol e equation. But as | said, | have not done
an analysis of that data request, so | don't
know.
| guess the purpose of the question was, are

t hese power plants naki ng noney today, and
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that's not a part of your study in any detail?
(Hahn) No. Qur study was prospective in
nature. It began -- the original 2014 study
began -- the analysis of the financial pro
formas began in January of 2015, and the update
was January 2016. So we did not do a
retroactive | ook, sir.

MR. AALTO Thank you. | would
like to -- if ny understanding is correct, we
can come back for nore questions later. But |
think I'mdone for the nonent.

MR. SPEIDEL: Ckay, M. Aalto.
Thank you.

MR. AALTO  Thank you.

MR. SPEIDEL: | believe the next
party in al phabetical order would be CLF.

EXAM NATI ON

BY M5. FRI GNOCA:

Q
A

Q

Good nor ni ng.
(W TNESS PANEL) Good norni ng.
Just want to -- | have sone questions to
clarify, first.
Wien you did the initial report, the 2014

report, you worked with sort of a
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subconsultant, ESS. That's correct; right?
(Hahn) That's correct.

What was the purpose of having ESS work with

you?
(Hahn) Well, one of the things we wanted to
know was were there environnental liabilities

associated with these plants that could have a
significant inpact on an asset valuation. And
so ESS is an environnental consulting firm La
Capra is not. And so we partnered with them
as we have done in several other projects, and
asked themto take a | ook at that issue. They
spent sone tine wth the Conpany's nanagenent
and personnel. They | ooked at records that the
Conpany had. They did conclude that there was
a potential for certain investnents, but there
was no assurety that those investnents would be
required.  osed-|oop cooling was, | think,
the biggest issue they identified. But they
said that, you know, there was no specific
requi rement for them-- for the Conpany to nake
that investnent at this tinme. And the Conpany,
| don't believe, forecasted that in their

capital addition. So we did not include it.
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Ckay. |I'mgoing to backtrack to nmake sure |
under st and.

You contracted or entered into or
contracted to have ESS do the environnental
revi ew because that's not your area of
experti se.

(Hahn) Correct.

So you know that. And so when it's inportant
to |l ook at those costs, you work with a conpany
| i ke ESS.

(Hahn) Yes.

And in doing a valuation, it appears from your
2014 report that it was inportant to | ook at
envi ronnental conpliance costs when | ooki ng at
t he valuation of these plants going into the
future.

(Hahn) Yes.

So at this time, when you did your 2015 update,
did you ask ESS to do any update of the

i keli hood that these environnental costs woul d
come -- the costs that they had | ooked at, did
you ask themto do any update on whet her those
costs are nore |ikely now?

(Hahn) We did not. Again, the update was
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about .

Ckay. So you have not, in preparing for this
deposition, consulted with ESS?

(Hahn) No.

And i n preparing your 2015 update, you did not
consult with ESS?

(Hahn) No.

You would still agree that, if you were going
to do a full update rather than the limted
update for which you were engaged, you would
consult with ESS?

(Hahn) | don't knowif | would. | would
certainly consider it. Again, if you |ook at
t he process that we went through originally,
you know, the Conpany, Public Service of New
Hanpshi re, was very good about providing us

i nformati on about their plants. So one of the
first things we mght do in a full update is
speak with themfirst before we engaged ESS.
But it's theoretically possible, if we were
required to do a full update of the asset

val uati on study, that we would want to speak to

ESS.
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Ckay.

(Hahn) But that situation has not been proposed

to us.
Let me be nore -- let ne ask a nore pointed
question then. If you were asked to do a ful

updat e, woul d you consi der environnent al
conpl i ance costs, whether you got the

i nformati on fromthe Conpany or from ESS?
(Hahn) Sure. Yes. Absolutely.

And woul d you agree that those environnental
conpl i ance costs are inportant in part because
they are going to affect the future O&%M costs
for each facility?

(Hahn) Well, they could. | don't know if they
woul d. But they could, sure. They could
requi re additional capital investnents that
were not included in the Conpany's forecast. |
mean, that's inherently part of the uncertainty
I n any asset val uati on.

All right. And you've already testified you
don't quite know what the inpacts will be of

t he d ean Power Pl an?

(Hahn) That's right. | have not anal yzed that.

And that's, as we tal ked about, a conpl ex
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And are you famliar with the Steam El ectric
Power Cenerating Effluent CGuidelines, or ELGs?
(Hahn) That term does not sound famliar to ne.
Maybe | know it by a different nane, but it
does not sound fam i ar.

Ckay. How about the Federal Coal Ash Rul e?
(Hahn) Again, |I'mnot an environnental engineer
and don't have -- that's not the kind of thing
t hat La Capra woul d | ook at.

Ckay. Are you famliar with any updates to
those NPDES permts or 316-B requirenents under
the Clean Water Act that would require

cl osed-1 oop cooling systenms or towers to be
installed at Schiller, Merrinmack and New ngton
stati ons?

(Hahn) As | said, we do not.

You do not have any information about that.

MS. FRIGNOCA: | just want to
note for the record that that's all the
questions | have for now, in part because
havi ng just been given the Confidential version
of the technical report, |I haven't had a chance

to ook through it and devel op nore detail ed
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questions. But | amall done.

MR. SPEI DEL: Thank you very
much.

The next person up | think would

be M. Cronin.

EXAM NATI ON
BY MR CUNNI NGHAM
Q Yes, | just have a few questions on Page 2 of
your 2014 report.
A. (Hahn) You said Page 2 of the 2014 La Capra
report, sir?
Q The second full paragraph of your report.

MR. SPEIDEL: That would be
Public Exhibit 1, M. Cunni nghant
MR. CUNNI NGHAM  Yes.

BY MR CUNNI NGHAM

Q

l'"mjust going to read a quote. "W relied
heavily on PSNH data and projections related to
pl ant operating characteristics, costs and
revenues. "

Coul d you identify for ne what precise
docunents you | ooked at?
(Hahn) 1 don't know if | can point a finger to

a precise docunent. But we asked them for
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exanpl e, what the heat rates were, what their
vari abl e O&M was, what their other O&M cost was
goi ng forward. W asked them about capital
investnments. |t was our belief that, as the
operator of the plants, they would have a very
good handle on that. So we used that data that
we received fromthem

Did they produce the data in witten fornf

(Hahn) 1"m sure they did. | don't recall a
specific docunent, but I'msure that it wasn't
all verbal, if that's your question.

And do you still have those docunents in your

possessi on?

(Hahn) That | do not know. | don't know

whet her we returned them or whet her we kept
them | don't know.

And were any of those docunents deened
confidential ?

(Hahn) Yes.

Whi ch of those docunents were deened
confidential ?

(Hahn) wWell, | think the forecast of O&%M costs,
t he forecast of capital investnents, that would

be confidential. [If I were the Conpany, |
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woul d not want that information out into the
public. Heat rate. Again, it's a conpetitive
mar ket in New England. And all of that
information, if nmade public, could be used
potentially to the detrinent of the Conpany.
So it's not unusual to have information |ike

t hat deened to be confidential, in ny opinion
And did you | ook at any data or such reports

t hat predated January 1, 20137

(Hahn) I"msorry, sir. | don't understand the
questi on.
Well, you said the cutoff date for your

anal ysis was January 1 of 2013. Correct nme if
' m wr ong.

(Hahn) That's when we began the hourly dispatch
simul ati ons for the New Engl and mar ket nodel .
Ckay. And so if | understand that, did you

| ook at O&M data, capital projection expense
data that predated January 1, 20137

(Hahn) There was actual data on these plants
avai l able fromthe FERC Form 1 that gave you an
aggregate |l evel of spending. That's publicly
avai |l abl e data that the Conpany files with the

Federal Energy Regul atory Comm ssion, or FERC
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(Di scussi on between w t nesses)
(Hahn) And M. Koehler just confirned for ne
t hat the subscription service that we subscribe
to al so has historical information on the
pl ant s.
Did you | ook at any actual PSNH docunments t hat

predated January 1, 2013, aside fromthe FERC

filings?
(Hahn) 1 don't recall, sir. Something |I'd have
to go check. | don't recall, as | sit here,

whet her there were docunents before

January 1st, 2013 or not.

And do you recall whether or not you | ooked at
t he FERC docunent s?

(Hahn) | think I did, yes.

And did they play a role in your calcul ati ons?
(Hahn) It appeared to ne that the forecast the
Conpany had gi ven us was consistent wth that
hi storic data, so we used it as a check. W
didn't do a fornmal analysis of 10 years' worth
of FERC Form 1l data, if that's what you're
going to ask. No, we didn't do that.

All right. And in that sane paragraph, it

i ndi cates that PSNH has done its own recent
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valuation study. D d you see that study?
(Wtness revi ews docunent.)
(Hahn) wWell, it says PSNH did not offer its own

val uati on study.

Let me ask you this: D d you ask for it?
(Hahn) 1 f your question was, did we ask the
Conpany whether it had a valuation study or

not - -

Yes, sir.

--(Hahn) 1 don't recall that we did.

From the | anguage in this paragraph, it

I ndi cates that you knew of the existence of the

study; correct?

(Hahn) I"'mnot sure that | would interpret that
statenent that way. But again, | just don't
recall whether we asked themfor -- | don't

beli eve we asked themfor it, if that's your
question. \Wether we knew of it, | don't
recal | .

MR. SPEIDEL: M. Cunni ngham |
t hink the | anguage reads, "did not." That is a
negati ve; therefore, there was no study
prepared. | think that's the indication in

t hat | anguage.
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1 MR. CUNNI NGHAM  wel |, |
2 di sagree, M. Speidel.
3 MR. SPEI DEL: Ckay. Just --
4 MR. CUNNINGHAM It specifically
5 identified that it "had its own recent
6 valuation study.” So |I'mjust inquiring what,
7 i f any, use that La Capra nmade of such a study,
8 i f any.
9| A (Hahn) Well, ny read of that statenent is
10 consi stent with M. Speidel. So I'm not
11 sure -- | don't believe we knew that the
12 Conpany had one, and we didn't ask for it.
13| Q Just one |ast question. |I'mparticularly
14 interested in your conclusion on Page 68, 10.1,
15 DCF Results - Merrinmack Station.
16 A (Hahn) Are you referring to Page 68 of the 2014
17 report, sir?
18| Q That's right.
19 The only reason | ask is, if you | ook at
20 that | ast sentence, EB -- how do you -- EBDA?
21 A (Hahn) EBI TDA.
22 Q Qui ckly explain that, would you, please?
23 A (Hahn) 1t's an acronym that stands for Earnings
24 Before Interest, Taxes, Depreciation and
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Anortization. It is a standard termin the
financial accounting industry to neasure
whet her a conpany or an asset is profitable
before all of those other things.
And it's a pretty standard application, is it
not, to analyze the worth of a conpany?
(Hahn) I f you wanted to anal yze the worth of a
conpany, you woul d | ook at EBI TDA.
I n other words, any business apprai ser would
| ook at that fornmulation.
(Hahn) 1 believe they would, sure.
Sure. And it goes on to say, "EBITDA is not
only insufficient to support ongoi ng financing
and expenses and additi onal capital
expenditures, it is negative for nost of the
remaining life," and so on. "In five of our
si X scenarios, projected cash flow for the
plant is insufficient to provide a reasonabl e
internal rate of return on equity at any price,
so the DCF value is zero."

Now, you indicated in response to an
earlier question that you weren't asked to do a
di vesti ture anal ysi s.

(Hahn) | did say that, yes. | was not asked to
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do that.

Can you draw any concl usions fromt hat
statenent on whether or not this Merrimck
Station should be divested?

(Hahn) well, if you | ook at the results of our
study, on a DCF, or discounted cash fl ow basis,
Merri mack, over the next 15 years, from
January 2015 to... | think the | ast year of our
anal ysis was the year 2030. So, over that
15-year period there was insufficient EBITDA to
support the other fixed costs and a positive
sale price. You can draw concl usions from
that. But that's not an analysis -- that's not
the analysis that was in the question that was
asked previously.

Wl |, beyond that anal ysis, what other

i nformati on woul d you need to nake a

di vestiture anal ysis?

(Hahn) Well, as in our report, we try to

I dentify conparable market sales. | think
conpar abl e narket sales is useful if you're
selling simlar assets. This one, in this
particul ar case, we didn't have nany conparabl e

mar ket sal es. And t he ones we had for other
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power plants weren't necessarily relevant to
these. So we did rely heavily on the DCF
anal ysis. That's stated in our report.
So that would be a major analytical point in
determ ni ng whet her or not divestiture was
appropriate for Merrinmack Station?
(Hahn) 1 think you could take the EBI TDA
estimates fromour report with sone other data
and use that in an anal ysis of ratepayer
benefits. | just need to tell you that we did
not do that.
| understand. Thank you.

MR. CUNNI NGHAM  That's all the
questions | have.

VMR. SPEI DEL: Thank you, M.
Cunni ngham

| believe in the order of
questioning, the next entity would be G anite
State Hydro Associ ati on.

MR. NORVMAN: W have no
questi ons.

MR. SPEIDEL: No questi ons.
Therefore, | believe anong the parties that are

present here, the next party woul d be NEPGA,
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actual ly.

M5. HOLAHAN. |I'mgoing to --
Attorney Allegretti fromRESA is going to ask
questi ons on behal f of NEPGA today.

(Di scussi on between M. Hahn and M.
Spei del .)

MR. SPEIDEL: |If you would care
to.

Just one nonent, please.
There's an additional clarification from M.
Hahn regardi ng one of M. Cunni ngham s
questions on behalf of M. Cronin.
(Hahn) M. Cronin [sic] asked about whether we
I nqui red whet her Public Service of New
Hanpshire had an asset val uation study of their
own. During a hiatus, M. Koehler rem nded ne
that we did ask for that, and the Conpany said
they didn't have one. So that's why t hat
interpretation of that, "did not have its own
val uation study,"” is what | believe to be
correct.

VMR. SPEI DEL: Thank you, M.
Hahn.

Therefore, | wll invite M.

{DE 14-238} (TECHNI CAL SESSI ON) {10-26- 15}




© 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: RICHARD HAHN and DANIEL KOEHLER]

110

Al l egretti of RESA to ask questions on behal f
of Ganite State Hydro Association --

M5. HOLAHAN: No, on behal f of
New Engl and Power Generators Associ ati on.

VMR. SPEI DEL: Ch, I'msorry.
NEPGA, yes. Everyone's so excited about that.

EXAM NATI ON

BY MR ALLEGRETTI :

Q
A

Q

Hello, M. Hahn. N ce to see you again.
(Hahn) Nice to see you, Dan.
Earlier you referred to the Tri-State's C ean
Energy RFP and its potential to bring a | arge
quantity of renewable inports into New Engl and.
If those inports are offered into the | SO New
Engl and energy market at a zero bid price
taker, all other things being equal, wll that
have an i npact on energy prices?
(Hahn) Yes, if you add cost-effective supply in
a conpetitive market and demand doesn't change,
prices should go down.
That's ny question. Thank you.

MR. SPEIDEL: Very good. Does
RESA have any questions to ask on its own

account ? No.
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Therefore, | think we've reached

Berlin and Gorham anpbng the parties present

here today. Wuld you be able to ask -- I'm
sorry. Oh, TransCanada. ' msorry.
MR. PATCH | just wanted to

note for the record we don't have any
questi ons.

MR. SPEIDEL: Sorry about that.

| just wanted to check in with
Berlin and Gor ham because we're getting cl ose
to the tine. Wuld you be able to ask the
questions wthout the presence of Attorney
Bol dt ?

MR. MAHER  Yes.

MR. SPEIDEL: Very good. So,
heari ng that TransCanada has no questions, |
invite the Cities of Berlin and Gorham s
attorneys to ask questi ons.

EXAM NATI ON

BY MR MAHER:

Q

Good afternoon, gentlenen -- or good norning.
It's still --
(Hahn) d ose enough.

Were you the sole preparer of the 2014 report?
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(Hahn) The vast nmmpjority of that report was
witten by M. Koehler and I. Qobviously there
were others at La Capra who worked on this

pr oj ect .

Can you state the nanes of the other

I ndi viduals at La Capra that hel ped you on this
pr oj ect ?

(Hahn) OCh, sure. Denetrios Kordonis,
K-ORDONI-S assisted us with a capacity
price forecast. | think Jeff Bower, B-OWE-R
hel ped us with some of the financial analysis
and the narket conps, looking to try and see
what other utility assets had been sold. |
think Ms. Carrie Glbert, GCA-RRI-E,
GIl-L-B-E-R-T, would likely have assisted with
t he renewabl e buil d-out that was in our
reference case. | think that's the bul k of
them But there may have been others that had
smal | roles.

Are either of you or anyone that assisted you
certified real estate appraisers?

(Hahn) 1 am not, no.

What about you, M. Koehl er?

(Koehl er) I am not.
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And to your know edge, are any of the

I ndi vi dual s that you just named certified real
estate appraisers in the state of New Hanpshire
or el sewhere?

(Hahn) They are not.

Ckay. Are you famliar wth the Uniform

St andards of Professional Appraisal Practice,
USPAP?

(Hahn) 1 have heard of that. Yes, sir.

Is this -- is either the 2014 report or the
2015 report conpliant with any of the standards
of USPAP, to your know edge?

(Hahn) 1 don't know. W prepared an energy
asset val uation based on techni ques that we
have used for nunmerous ot her energy assets, and
that's what was provided here. W're not doing
a real estate appraisal.

Ckay. So you said this is not a real estate
appraisal; correct?

It's an asset valuation. |If you want to call
that a real estate appraisal, fine. W did an
asset val uati on based upon narket conditions
and conpar abl e sal es.

Does it include good will? 1Is it a business
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val uation that would include intangible itens
such as good w Il ?
(Hahn) W& were valuing the assets. There would
be no good will.
Ckay. Do you naintain a work file for the
asset val uations?
(Hahn) 1'm not sure | understand the question.
| imagine that in producing the 2014 report you
conpi l ed significant anounts of data, market
studies, et cetera. Do you nmaintain that
i nformation, those docunents, in a file that
you can reproduce in order to support the
conclusions in your 2014 and 2015 reports?
(Hahn) Well, | believe we would have sone data.
Again, I'"'mnot sure that we still have
i nformati on we may have gotten fromthe
Conmpany. That would be sonething we need to
check. But yes, we would have docunents of
t hat type.
If requested, and if a party was wlling to
sign a confidentiality agreenent, would you
produce that to ne?

MR. SPEIDEL: Again, | would

like to interject that that would be subject to
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Non- Advocate Staff's authorization.

MR. MAHER:  Understood. And
just to mrror Attorney Ross's statenment, it's
under st ood that those sorts of requests are at
Non- Advocate Staff's authorization.

MR. SPEI DEL: You nmy conti nue.

MR. MAHER: Thank you.

BY MR MAHER:

Q

Did you rely upon any conparabl e sales that are
not -- considered any conparable sales that are
not di scussed in your 2014 report?

(Hahn) 1 don't believe so.

What was your criteria for selecting your
conpar abl e sal es?

(Hahn) We tried to | ook at asset sales that we
knew about that we could research, do secondary
research. So it was based on genera
intelligence that we had.

Did you | ook back a certain anount of tine?

WAs there a geographic limtation?

(Hahn) 1"m sure there was, but | don't recall

t hose details.

Ckay. So if | were to ask you, did you go back

as far as, say, 2006, you wouldn't be able to
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tell me?
(Hahn) Not today.
In terns of geographic scope, you woul dn't be
able to tell ne today.
(Hahn) That's correct.
In your files, do you have -- if you were able
to | ook at and produce your file, would that
I nform you?
(Hahn) It mght. \Whatever is there will be
t here.
Did you review or consult any sales for your
2015 update that was not used in your 2014
report?
(Hahn) No.
| notice that this is a DCF analysis. Now, did
you prepare an actual spreadsheet or sim|lar
docunent that shows the entirety of your
di scounted cash fl ow?
(Hahn) Yes.
I's that sonething that can be produced, in your
possessi on?
(Hahn) wWell, | think that's a question for M.
Speidel. W have it.

MR. SPEIDEL: Again, | nust
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interject that such docunent production would
be subject to Non-Advocate Staff's

aut hori zation. Insofar as the w tnesses
present here today did not submt testinony on
behal f of Non- Advocate Staff in this docket,
therefore the usual rules of discovery do not
apply as it relates to such docunentati on.
However, we w || consider such request for
docunentati on on a case-by-case basis. But we
W || oppose any attenpt to nmandate it agai nst
our wll.

MR MAHER: [|I'mjust trying to
make sure that the record reflects the Gty of
Berlin's position that we are requesting these
docunents and Non- Advocate Staff's position as
to those requests.

MR SPEIDEL: Wll, we would
have to see such requests in witing, |
bel i eve.

MR MAHER: | could resubmt our
request for docunmentation that was tendered to
Non- Advocate Staff, | believe it was on
Cctober 16. | have a copy. | can resubmt it,

and | would like it to be made an exhibit to
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t hi s deposition.

MR. SPEIDEL: | believe the
Commi ssion denied that request for relief. It
was enbedded within a notion to the Conmm ssion,
as | recall. It wasn't --
MR, MAHER: That is correct.
MR. SPEI DEL: The sane docunents
are being requested; is that correct?

MR. MAHER: Essentially, yes.
Yes, with the exception of the unredacted copy

of the 2014 report.

MR. SPEI DEL: Which you have
NOW.
MR MAHER  Correct.
MR. SPEIDEL: Well, Non-Advocate
Staff will take that under advisenent. Thank
you.
MR. MAHER: Thank you.
MR. SPEI DEL: Is that all?
MR. MAHER: No, | have stil
quite a bit.
MR, SPEIDEL: Go on. Sorry.
BY MR MAHER:
Q What source docunentation do you have to
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support your revised forecast for the price of
power in your 2015 update?

(Hahn) W have the updated capacity price
forecast and the updated natural gas price

f orecast.

And fromwhat is that natural gas forecast
derived?

(Hahn) Well, the nethodology is the sane as
what is described in our 2014 report. It's
just the information available to us was
avai l able in July and August of 2015 instead of
the first half of or the first few nonths of
2014. So the nethodol ogy that's described is
the sane, but the market intelligence and the
pri ce outl ooks and actual deals we m ght have
| ooked at were different.

I notice in the 2014 report that it says you

relied upon AURORA as part of your forecast,

but then you produced the -- | believe it's
Confidential Exhibit 3 -- market analysis or
the -- and I'mnot sure exactly how it's been

| abel ed. What was done to the AURORA forecast
in order to conme up with your reference

scenari 0?
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(Hahn) In the 2015 update?
'l start with 2014.
(Hahn) GCkay. AURCRA is a nodel that sinul ates
t he di spatch of an electric system The nodel
that we used can be used to dispatch the entire
grid in the entire electric United States. W
used it focusing on New England in an anal ysis
like this. And if you understand the | SO
energy market, bids are offered, load is there,
you choose the best bids, |east cost bids to
serve the | oad. AURCRA does the sane thing
Wth simlar inputs. It's an hourly dispatch
nodel. And so that gave us the hourly LMPs in
the 2014 La Capra study.

Now, as | said, in 2015, we did not redo
t he dispatch. W kept the output of all the
units, including the Public Service units, the
sane, but adjusted energy market revenues for
| ower natural gas prices. There is an
extrenmely high correlation between natural gas
prices and electric prices. So we felt very
confortabl e doing that.
Wien you | ook at natural gas prices, is that at

Henry Hub, or is that Al gonquin Ctygate?
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(Hahn) Al gonquin -- well, we |look at both. But
of primary inmportance here is the generally
accepted New Engl and hub for natural gas
delivered to New Engl and, which is the

Al gonquin Citygate price. There are price

di fferences between there and other points in

New Engl and. They tend to be snall. So there
is a -- the focus of the natural gas price
forecast, if you will, is the Al gonquin

Citygate price.

Did you adjust for -- did you adjust any of the
AURORA forecasts in comng up with your
reference scenario? D d you add any i nputs,
any addi tional considerations or assunptions

t hat would not nornmally be included in AURCRA' s
pr oj ecti on?

(Hahn) In the 2015 update?

2014. Excuse ne.

(Hahn) We began with our sort of reference case
nodel which we use for lots of different work
in New Engl and. W did not change that
specifically for this project.

Ckay.

(Koehler) If I can just clarify that? W did
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make sonme -- in the 2014 report, we did nmake
sone changes based on confidential information
from PSNH on operating characteristics and the
li ke, but relatively mnor details. So, as a
whol e, the forecast was simlar to our base
case.

(Hahn) But we didn't add additional generating
units or retire generating units. They were

t he sane.

Ckay. | wasn't sure. D d you include any

mar ket conditions into that forecast that

ot herwi se does not exist at the present?
(Hahn) 1'm not sure what you nean by that
question, sir.

Well, |I've heard reference that you consi dered
t he exi stence of future carbon |egislation.
Did you consider any other factors that could
have i npacted the narket?

(Hahn) Well, | testified earlier that we did
assune conpliance with renewabl e portfolio
standards. That's a standard assunption in our
nmodeling. Can't think of any others, but... so
I hope there aren't any.

And | note with O&M specifically -- excuse ne.
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I"mjust trying to go through and nmake this as
stream i ned as possible. Let ne back up.

Did you use a particular definition of
"fair market val ue"?
(Hahn) We focused on the val ue that was
generated by a discounted cash flow. As |
said, we | ooked at the market conps. But
because of the relative -- what's the word I'm
| ooking for -- unavailability of conparable
sal es, we focused heavily on the di scounted
cash flow To the extent you deem a di scounted
cash flowto give you a fair market value, then
we did.
Well, did you consider a hypothetical buyer
when you were generating your 2014 report? Was
there a specific type of buyer in mnd?
(Hahn) W did not identify a specific buyer,
such as a nerchant generating conpany or a
hedge fund or sonething |li ke that because we
believe that they would cone up wwth a siml ar
di scounted cash fl ow anal ysis that we did, and
t hat that would be the basis of the bid. So,
no, we did not assune a particular type of

buyer.
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But | note at the end of your 2014 report that
you state sonething to the effect that the
bundl i ng of the hydro assets, or sone of the
hydro assets, might yield the biggest price
rather than selling them off
station-by-station. Does that envision a
specific type of buyer in that scenario?
(Hahn) 1 don't think it does. | nean, again,
those units had | think the highest or second
hi ghest positive di scounted cash flow results.
So, no, | don't think it does assune a
particul ar type of buyer.

Did you | ook at any projections with regard to
power generation that would indicate either a
future increase or decrease of energy as a
result of consunption trends or increased

i ndustrial activity?

(Hahn) W did not consider sensitivities, a

hi gher or a |lower | oad forecast, if that's what
you' re asking about. No, we didn't. W did
focus on higher and | ower natural gas prices.
We did | ook at a Forward Capacity Market
scenari o that had a high retirenment scenario.

But sensitivity to | oad forecast was not anpbng
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t hem
So am | to understand that, in order to
determ ne the anpunt of power generated, you
based that off of historic data, with the
exception of Smth, in which you -- | believe
you said that you relied upon the certified
gener ati on by FERC?
(Hahn) 1'm not sure | understand the question.

But M. Koehl er thinks he does, so --
(Koehler) I think I understand the confusion
here. For the nost part, AURCRA di spatches
units, as Dick described it. So, to the extent
there's any projections of PSNH unit output in
the future, it's taken fromthe dispatch that
AURCRA has gener ated, you know, which is the
hour - by- hour deci sions. And we just take that
out put in the nodel.

Hydro units in AURORA are treated zonally.
So, inputs for how they operate are taken at
the aggregate |l evel for a zone. So, all New
Hanpshi re hydro, the units are all in there.
But in terns of how they operate w th pondage,
with their ability to capture peak, that's all

taken at the aggregate New Hanpshire zone
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level. So, to try to pull dispatch of

I ndi vidual units out of AURORA we don't think
is the appropriate way to do it. So, as

post - processing matter for the hydro units, we
did an i ndependent assessnent of what their
out put woul d be, and we attenpted to estinate
the |l ong-term average production for them

And was that based on -- and |I'm | ooking at
Page 25, second sentence -- "lInstead, |ong-term
aver age production was estinmated for eight of
the nine hydro units using an average of

hi storical production fromthe nearly 22-year
period of 1992 to COctober 2013"? So, aml to
understand that it was based solely off

hi stori c averages?

(Koehler) For the units that did not have a
maj or change in their production over that tine
period. And that's the reason why Smth was
done by a different nethodol ogy, because
Smth's output changed over that historic
record, so we didn't feel like that was the
appropriate way for Smth.

Was that a wei ghed average, or was that a

strai ght average?
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(Koehler) I'mnot sure | understand the

questi on.

Let ne rephrase. When you did your 22-year
aver age of eight of the nine hydros, did you
wei ght certain years heavier than others?
(Koehl er) No, other than the extent that
they're different nunbers. But it's an average
of 22 annual output nunbers, yes.

Wien you say "capacity supply obligations,"” is
t hat synonynous with "qualified capacity"?
(Hahn) wWell, you have to qualify for the
auction, and then if you' re a successful bidder
in the forward capacity auction, you receive a
capacity supply obligation. So | think you
could qualify for the auction, not be a
successful bidder, and you wouldn't get a
supply obligation.

I"mjust trying to understand your report. You
have the forward capacity auction. Fromthat
you generate a capacity price forecast. And to
get revenues from capacity, you have to
multiply that price by a certain capacity
amount. \Where does that capacity anount cone

fronf
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(Hahn) That would cone fromthe -- well, first
of all, there's a different anount for each
station or each plant.
Under st ood.
(Hahn) W assune that all of the plants,
I ncludi ng the PPAs, got capacity revenues. The
preci se val ue --

MR HAHN:. Did we get that from
t he FCA?
(Koehler) Yes, and it's explained. The exact
procedure is explained in the report. It's
a -- we |looked at their existing obligations.

And certainly for years that are covered by

exi sting FCAs, we used those nunbers. In terns
of projecting forward -- it's explained on Page
29 to 30 --

Yeah.

-- (Koehler) in the 2014 La Capra report.

And |I'm | ooking at the second sentence in
Section 5.3 which says, "Each facility has
qualified for capacity credit in all of the
Forward Capacity Market auctions conducted to
date."

Does that phrase nean -- | heard that this
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is atermof art, "qualified capacity.” 1Is

that what is neant by that sentence?
(Wtness revi ews docunent.)

(Hahn) Where is the term"qualified capacity”

defi ned?

' masking. | have heard that as a termof art

in this industry, and I'masking is that what

IS nmeant ?

(Hahn) The answer is | don't know. | nean, |

think the definition, if it is the |ISO

definition of "qualified capacity,” wll be in
the market rules for the forward capacity
auctions. But as | sit here today, | don't
know.
On Page 43, in the paragraph before
Section 6.3, you state, "W allocated the total
hydr o budget proportional (less FERC
re-licensing costs) to each unit's capacity
supply obligation.™

How i s that allocation done? On what
basi s?
(Koehler) | believe you just stated it. It's
by the capacity supply obligation.

So is that the sane as the -- is that
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"qualified capacity,” is that the anount of
capacity that they enter into the --

(Koehler) It's by our projection of their
capacity supply obligation, which would be the
capacity that has qualified and cleared in a
forward capacity aucti on.

Do capital expenditures that are reduced from
each year's cash flows include repairs
necessary to obtain a upcom ng FERC |icense --
to satisfy the FERC relicensing procedure?
(Koehl er) Could you clarify which -- which
stream you' re tal king about ?

Well, keep in mnd | don't actually have the
DCF. That hasn't been provided to nme. So I'm
assum ng that when you nmake a capital

expendi ture reduction on a yearly basis, which
| believe you based on information provided by
PSNH - -

(Hahn) Wait a mnute. You said "capital
expendi ture reduction"?

Yeah. | imagine you are -- are you reducing
cash flows by a capital expenditure anmount for
each year's cash flow in your DCF?

(Hahn) Well, capital expenditures are assuned
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1 to be capitalized; therefore, they' re treated
2 as plant in service after the year they're
3 made. So in the... we assunmed a constant
4 debt/equity structure for the buyer. So there
5 woul d be sone of that purchase price that would
6 be funded by debt, the principal and interest,
7 whi ch woul d reduce EBI TDA. And the equity
8 portion would be included in the equity in the
9 cash flowto-cash flow anal ysis.
10 Q So the portion that is reduced fromthe cash
11 flow anal ysis, that -- does that represent
12 specific capital expenditures that are going to
13 be nade at each station? End of question.
14| A (Hahn) Yes.
15| Q Do those capital expenditures envision repairs
16 that are necessary to obtain the FERC
17 relicensure at the end of the DCF?
18| A (Hahn) 1'"'m not sure | understand the question,
19 "at the end of the DCF."
200 Q So you're -- your DCF has a final year
21 correct?
22| A (Hahn) 1t does.
23| Q Ckay. And in each year in your DCF, | believe
24 for Smth -- let's use that as an exanple -- it
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goes until, | believe, for 39 years, correct,
per the 2015 update?

(Hahn) That nunber is a matter of record
somewhere. | don't recall it.

Ckay. In year 38 or 39, do the capital
expenditures at Smth, in DCF, envision repairs
necessary to obtain a FERC relicensure?

(Koehl er) No, they do not. No. The assunption
was that we elected to end the pro fornas on

t he year of the FERC relicensing under the
assunption that, assum ng relicensing an
additional 30 years of pro fornma |ife would

i ntroduce all of these additional questions.
You' d have cost of relicensing, trying to
estimate 30 years of revenue starting in 2039,
say, or whatever year it is. And so we deci ded
that an investor in an asset like this would
not place any val ue, positive or negative, on
that uncertainty at the end of the life. So
there's no cost assuned for -- in nost of these
unit cases, it would be a second relicensing,
because for the ones that have relicensing
comng up in the near term we did assune that.

But then, for the out beyond, | think 30 years,
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we elected to not include any costs, nor any
post-relicensing revenues for those units.
Is there a reversionary value at the end of
DCF?

(Hahn) No, there's not.

MR, SPEI DEL: Excuse ne. Any
sense of how nmany nore questi ons we have from
Berlin?

MR. MAHER: Five m nutes.

MR. SPEI DEL: Ckay. Carry on.

BY MR MAHER:

Q

So am | correct that you assune that there's
not going to be any nore EBI TDA at the end

of -- using Smth again with the 39-year life
-- year 40, there's a zero EBI TDA under your
nodel ? |s that what's assumed?

(Hahn) Yes.

And | note on Page 65 you nake reference to
"book life.” Can you explain briefly how "book
life" factors into your DCF?

(Hahn) Sure. Most assets have an asset life
over which their investnents are depreciated
for accounting purposes. That's referred to as

a "book life." There is also sonething called
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a "tax life," which can be different fromthe
book life. Usually is. And it represents the
period of tinme over which a particul ar

i nvest nent can be depreciated or anortized for
t ax pur poses.

So in the nodel, book depreciation shows
up as an itemin the financial pro forna, just
as it would for any ot her conpany or asset.
And at Page 63 you state, "Applying the
respective nmedi an values to the PSNH units,
escal ating 1 percent in addition to inflation,
addi ng 15 percent for overhead yields a
f orecast of O&M expense wel |l bel ow the
ref erenced scenario forecast."

Ddn't this analysis give you pause in
relying upon PSNH s reported O%M expenses for
t he purposes of your DCF?

(Hahn) It was an alternative scenario. It did
not give us pause to doubt what they gave us.
Not with regard to the voracity of it. But if
you are runni ng a narket-based O&M sensitivity,
and that sensitivity is revealing that PSNH s
O&M i s higher than narket, why would you use

PSNH s actual O&M if you were envi sioning the
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purchase price by another entity?
(Hahn) It was an alternative scenario we | ooked
at, just as we | ooked at high gas prices. Qur
vi ew was that the Conpany has operated these
plants for 30, 40 years. They would be a good
source of what it would cost to run themin the
future. Are there alternative estimates of
that? Sure. Could they be higher or |ower?
Sure. So we tested sensitivities in the 2014
study. But again, the reference case assuned
t he values that we received fromthe Conpany.
And | ast question with regard to the LMM report
that's referenced in here. | take it that's a
docunment wi thin your possessi on?
(Hahn) The LMM or the NMW?
NVM
(Hahn) Yes, sir, that's a docunent --
That's a docunent in your possession. And is
that a docunent that you wll produce subject
to signing of the confidentiality agreenent?

MR. SPEI DEL: Again, that would
be subject to the authorization of Non-Advocate
Staff.

MR. MAHER:  Under st ood.
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MR. SPEIDEL: And the La Capra
Associ ates entity, our consultants, have
pl ai nly indicated that they believe that to be
confidential in toto. And there nay have to be
ongoi ng di scussi ons as to whether a
non-di scl osure agreenent with the Gty of
Berlin would provide adequate protection for La
Capra Associates in this specific instance.

MR MAHER: City of Berlin
anti ci pates that those di scussions will be had
in the future?

MR. SPEI DEL: Yes. I think
perhaps a bilateral neeting with Non-Advocate
Staff at sone juncture wth your
representatives and our representatives, and |
think we could discuss it. But again, it would
be subject to our authorization.

MR. MAHER: Thank you. That's
all the questions | have. That's all the
questions | have at this tine. W do reserve
our right to ask additional questions and
request additi onal docunents subject to our
review of the recently disclosed 2014

unredact ed apprai sal. Thank you, gentl enen.
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MR. SPEI DEL: Thank you very
much.

M . Sheehan, redirect on behalf
of Non- Advocate Staff?

MR. SHEEHAN:. Thank you. W
just had a couple. Just one clarifying point
that | wanted to nake.

EXAM NATI ON

BY MR SHEEHAN:

Q

> O » O >

The Staff report we' ve been tal king about, the
2014 Staff report, you had direct contact with
the Staff menbers who prepared that report; is
t hat correct?

(Hahn) Yes.

And t hey were whon?

(Hahn) Steven Mullen, and Tom Frant z.

Ckay.

(Hahn) M. Frantz, | think that's how you
pronounce his nane. The two of themand M.
Koehler and | were at that initial neeting on
the date that we toured the Conpany's

hydroel ectric assets. And that's when they
asked how woul d you go about this and we gave

t hem sone gui dance and we gave t hem sone
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nunbers. They sent us back a spreadsheet that
had the estimate of the retail narket price for
default service if you weren't going to go to

the market, and we said that was okay w th us.

Q And do you know where M. Millen is now?

(Hahn) 1 believe he's left the Conm ssion

Staff.

Q And you're aware that M. Frantz is with the

settling parties in this particul ar document ?

A (Hahn) That's what | understand to be the case,

sir.

Q Thank you.

MR. SHEEHAN:. That's all we
have. Thank you.

MR SPEIDEL: WwWll, it would
appear that the line of questioning is
concl uded fromthe various parties. | thank
our consultants from La Capra Associ at es,
Messrs. Hahn and Koehl er, very nmuch for their
cooperation and assistance. And | thank you
all for your attendance and partici pation.
Therefore, | ask that we concl ude the record
for this proceeding. Thank you.

(Wher eupon the proceedi ngs concluded at 12:32 p.m)
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