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(WHEREUPON, the afternoon proceedi ngs
resuned at 1:13 p.m)

CHAI RVAN | GNATI US: Wl cone
back. W will continue with the Docket
DE 10-188 proceedings. And are we ready to
shift to the Joint Uility Proposal
presentation? Are there any matters to take up
bef or ehand?

(No verbal response)

CHAI RVAN | GNATI US:  Seei ng none,
I guess we'll do that.

And Ms. ol dwasser, are you
the I ead on that?

M5. GOLDWASSER: | am  The
joint utilities will present a panel of M.
Cel i neau, Ms. Bisson and M. Pal na.

CHAI RVAN | GNATI US: As peopl e
are getting settled, can | just ask, was there
any di scussion about the next steps on
subm ssion by the group of intervenors that we
can just get on the record?

MR. FROST: Yes. In |ight of
what happened in this norning's discussion with

t he Conm ssion and anongst ourselves, we woul d
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| i ke to propose working fromthe Jordan
Institution proposal of August 10th, that we
revi se that proposal and submt that to the
Comm ssion on Septenber 7th and all ow for
comments in the additional week by

Septenber 14th. And we do not see the need for
an additional hearing.

W woul d |i ke sone
clarification fromthe Conm ssion on how to
proceed specifically. W think that there is
roomw thin the existing rules for direct
fundi ng by the Comm ssion to these prograns.
And so we seek that clarification, because
we' ve heard the concerns of the utilities and
understand their position and recogni ze that
t hey do not want to be grant adm nistrators
or pass-through adm nistrators. So we would
l'i ke to know if the Comm ssion would all ow
for direct funding of these prograns, which
have been funded by the Conm ssi on before.

So they're consistent with the existing
statute and serve an inportant public
interest. They are ranped up, ready to go,

with substantial projects, a nunber of
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projects that are essentially shovel -ready.

CHAI RVAN | GNATI US:  Wel |, if
you're hoping for that right now, | don't think
that's going to happen. So |I guess what |
woul d recommend is you, in your proposal on the
7t h, make your argunment on why it's legally
perm ssible. In coments on the 14th, people
can either concur with that or present counter
argunents, and that would be one of the matters
we woul d have to address. | don't think we can
do that in advance and still get sonething in,
in atinmly fashion.

MR. FROST: As an alternative,

If the Comm ssion finds that it is not
appropriate to take that route, we woul d ask
t hat the Comm ssion consider waiving that rule.

CHAI RVAN | GNATIUS: Al right.

CVBR. HARRI NGTON: Just in
foll owup, couple of questions. First, let's
start with the last thing you said, waivVving.
Which rule are you tal king about waiving?

MR, FROST: It would be on the
secretarial letter of the 16th, Rule

260. 01(b) (2).

{DE 10-188} [HRG RE: AVAI LABLE RGGE FUNDS] {08-30- 12}




© 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: BISSON|GELINEAU|PALMA]

CVBR. HARRI NGTON:  So, al l ow ng
fundi ng under sone nechani sm ot her than
specified by that particular rule.

MR. FROST: That's correct.

CVBR. HARRI NGTON:  And you
tal ked about direct funding. Do you nean
direct -- would that be not taking the funding
t hrough Gover nor and Council ?

MR, FROST: Correct.

CVSR. HARRI NGTON:  Just nake
t hat cl ear when you file and say "direct
fundi ng" and exactly the nmechani smyou're
referring to, to nake it easier for us to
deci de. Thank you.

MR. FROST: Thank you.

CHAI RVAN | GNATI US:  Thank you.
Is that acceptable to everyone? The 7th for
the filing and the 14th for witten comments?

(No verbal response)

CHAI RVAN | GNATIUS: Al right.
Good. Then pl ease proceed.

( WHEREUPON, RHONDA BI SSON, G L GELI NEAU
and TOM PALVA were duly sworn and

cauti oned by the Court Reporter.)
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

RHONDA BI SSON, SWORN
G L GELI NEAU, SWORN
TOM PALMA, SWORN

DI RECT EXAM NATI ON

BY M. GOLDWASSER

Q

Ms. Bisson, would you please state your nane
for the record.

(Bi sson) Rhonda Bi sson.

And for whom are you enpl oyed?

(Bi sson) Public Service Conpany of New
Hanpshi re.

What is your position, and what are your
duties in that position?

(Bisson) | ama customer solutions program
manager for PSNH, and in that position |
manage a group that provides support to
PSNH s Energy Efficiency Program

| npl enentati on Team And part of the support
that we provide is providing regul atory
support, such as pulling together regul atory
reports and Conm ssion filings, such as the
Joint UWility Proposal.

Have you previously testified before this

Comm ssi on?
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

A (Bi sson) Yes, | have.

Q M. Celineau, would you pl ease state your
nanme for the record.

A (Gelineau) Gl bert Celineau

Q For whom are you enpl oyed?

A (Gelineau) Public Service Company of New

Hanmpshi re.

Q What is your position, and what are your
duti es?

A. (Gelineau) I am a marketi ng support nanager.

And in that role | have overal

responsibility for the Conpany's

I mpl enment ati on of energy efficiency prograns.
Q And have you previously testified before this

Comm ssi on?

>

(CGeli neau) Yes, | have.

O

M. Palma, will you please state your nane
for the record?

(Pal ra) Thonas Pal na.

And for whom are you enpl oyed?

(Palma) Unitil Service Cornp.

o >» O >

And what is your position, and what are your
duties in that position?

A (Palma) 1'm the nmanager of Distributed Energy
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

Resources, and ny duties include planning and
desi gn of energy efficiency prograns, as well
as distributed generation.

Have you previously testified before this
Commi ssi on?

(Pal ma) Yes, | have.

Have each of you assisted in preparing the
proposal dated August 10th, 2012 in response
to the Conmi ssion's suppl emental order of
noti ce in Docket DE 10-188?

(AI'l panel menbers) Yes.

And | understand that that proposal has been
mar ked for identification as Exhibit 57. Do
you have any corrections to nmake to that

pr oposal ?

(Bi sson) Yes, we do.

And can you please informthe Conm ssion of
t hat correction.

(Bisson) The correction is on Attachnent B
which is on Page 7 of our proposal, and it's
under the Proposed Use of RGE Funds under

t he ENERGY STAR Appliance Program And the
sentence beginning with, "The utilities plan

to begin inplenentati on of these incentives

10
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

in |late Novenber," and then goes on to

I ndi cate, "provided continued funding for
this programw || be avail abl e on

January 1st, 13." W'd like renove the
portion of that sentence that says "provided
continued funding for this programw || be
avai | abl e on January 1st, 2013." The reason
for that is we're planning to begin

I mpl enentati on in Novenber and Decenber. And
if we receive approval fromthe Conm ssion to
nmove forward, we would not know at that point
intinme -- or it's our anticipation we woul d
not know at that point in tinme and have a
Conm ssi on order regarding the 2013 program
year.

Is the Joint Utility Proposal in response to
a Comm ssion order? And this is directed to
Ms. Bisson.

(Bisson) Yes, it's in response to the

Suppl emental Order of Notice that was issued
by the Comm ssion on July 13th, 2012.

And is the utilities proposal before the
Commi ssi on today about only the $2 mllion --

the approximately $2 million that is

11
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

Q

12

contained in the proposal and also the

$1 million in seed noney to fund the

begi nni ng of the 2013 program year?

Correct.

' mgoing to ask you to very, very quickly
wal k t hrough the proposal, first with respect
to the |l owincone programs. What are the
utilities proposing?

(Bisson) As you indicated, the first aspect
of our proposal just addresses the i mmedi ate
need for additional funds for | owincone
weat heri zation prograns in the state of New
Hanmpshire. So our proposal first all ocates
15 percent of the total RGE program budget
to the residential | owincone weatherization
program otherwi se known as The Hone Energy
Assi stance Program And because of the short
time frane to expend the funds during the
remai ni ng nont hs of 2012, those funds have
been all ocated to each utility based on the
current capacity of the Conmmunity Action
Agencies in each of the utilities' service
ar ea.

Second, with respect to the allocation of the
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

13

remai ni ng funds, how did the utilities
propose dividing the funds between
residential and commrercial and industri al
prograns?

A (Bisson) Well, overall, 81 percent of the
RGE program budget is allocated to the
commercial and industrial sector program
budgets, and 4 percent is allocated to the
residential sector program budgets that don't
have an incone-eligibility requirenent.

Q And is there a reason that the utilities are
maki ng this proposal the way that they are?

A (Bisson) Yes. W're proposing to allocate a
hi gher percentage to the comrercial and
i ndustrial sector mainly due to the current
significant | evel of demand, custoner demand
in that sector.

Q Is there also an issue with the Better
Bui | di ngs Program for residential custoners?

A (Bisson) Yeah. |In addition, the utilities
recently received -- actually, recently
partnered with the Better Buildings to
provide up to $2 mllion in weatherization

services to the residential sector only. So
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

when you conbine the $2 million from RGd, as
well as the $2 million fromthe Better

Bui | di ngs, approximately 60 percent of those
addi tional funds are allocated to the
residential sector, while 40 percent will be
al l ocated to the commerci al and industri al
sector.

M. Pal ma, do you have any exanpl es of the
types of denmand these funds are proposed to
neet ?

(Palma) | have sonme general infornmation and
sone exanples. For Unitil specifically, we
have approxi nately $450,000 in incentive
funds for organi zations on our wait |ist as
of today. The m xture of |ighting projects,
HVAC -- heating, ventilating,
air-conditioning and -- and that's it. And
there's a few ot her vari abl e-speed drive

pr oj ect s.

And two specific exanples: One is the
medi cal services facility. It's looking to
replace its outdoor lighting with LEDs.

Wt hout our funding, the project would have

to wait for their funding cycle, about three

14
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

15

or four nore years; so they would have to put
the project on hold. | think it saves
somewhere on the order on 50 percent on their
outdoor lighting bills.

The second project is a pretty
substantial project that's being | ooked at.
It's a retirenent hone. They still have T12
fluorescent |anps wth magnet ballasts, which
i s several -years-back technol ogy. They al so
have sonme great opportunities on their HVAC
equi pnent. And nost of their equipnent is
beyond their recommended |ives. They could
save a total of between 40 to 60 percent on
all their energy usage if we were able to get
t hem a depth of services and incentives. So
t hose are two exanpl es.

M. Celineau and Ms. Bisson, do you have
anything that you'd like to add wth respect
to the PSNH s demand?

(Gelineau) | can characterize the demand as
PSNH has been -- that PSNH custoners have
made on the resources that we have submtted
right now And in the C& sector alone, we

have sone 87 custoners on a wait |ist. Those
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

87 custoners have projects that are esti mated
to be in the range of $980, 000, and they
range the gamut between nedical facilities,
ski areas with econonm c devel opnent i npacts,
and schools, as well as nmany snall businesses
are on the |ist.

I think that the inportant thing to note
here is that any project to be successful
needs not only the nonies that m ght cone
froman incentive program such as the one
that we're offering, but it also requires the
noni es fromthe individual custoners. And
t hese custoners have al ready budgeted for
these projects. Those nonies are avail abl e
this year. So this is what gives us the
confi dence that we believe we can actually
make this happen in the time frane provided.
Does the utilities' proposal include only the
prograns that have been funded by the SBC, or
does it include any expansi ons or new
prograns or elenents to prograns? Can you
expl ai n?

(Gelineau) Primarily, it's an expansi on of

t he existing prograns. However, there are

16
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

some new elenents. One has to do wth
heati ng systemrebates -- heating and cooling
systemrebates. And that particul ar program
is, out of the $2 million, is budgeted at

$50, 000. And essentially what we're | ooking
to do there is to replicate a programthat we
worked on with the Ofice of Energy and

Pl anning with ARRA funds earlier during

the -- | guess it would have been in the 2011
time franme. And that program had earlier
been funded at the $750,000 |evel or so. And
It is intended to assist with the
installation of high-efficiency heating
appl i ances and cooling appliances. It also

i ncl udes thernostats. So these nonies woul d
be used in this case for setting up the
program and neking it avail abl e statew de.
Oiginally, this program had been offered
statew de, but had only been -- but PSNH had

been charged with inplenentation. 1In this
next evolution, all of the utilities wll
be -- will work in the program

W're al so | ooking to put the

infrastructure in place -- that is, the

17
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

training of contractors; the rebate forns and
the contracts that we m ght need wth the
contractors who woul d be inplenenting this
program or working with us on this program
We expect to spend sonething in the

nei ghbor hood of $15, 000 associated with the
setup of the program and anot her $35, 000
woul d be associated with rebates that we

m ght offer in the Novenber-Decenber tine
frame.

Wth respect to the performance incentive,
can you pl ease explain the thinking behind
the utilities' proposal, M. Celineau?
(Gelineau) Yes, | can. | think that wth the
order of notice asking utilities to put

t oget her a proposal based on the CORE
programs -- and | think, as everyone is
aware, since their inception in 2002, the
CORE prograns have had incentive associ at ed
with them The RG3 grant that the utilities
recei ved in 2009 was al so anot her exanpl e
wherein the utilities had proposed a

shar ehol der incentive. Wile sonmewhat

different, it was essentially the sane form

18
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

as the sharehol der incentive that has been
used in the CORE prograns, the difference
being in that case we used carbon instead of
kilowatt hours. But essentially it was the
sanme fornul ation, very simlar to what was
used in the CORE prograns.

And finally, I would point to the fact
that the Vernont study provided a nunber of
alternatives or other thoughts in terns of
ways i n which sharehol der incentive could be
i npl erented. It was very clear throughout
that report that they felt the sharehol der
I ncentive was appropri ate.

So in answer to the first part of the
Comm ssion's question within the order of
noti ce, wherein they asked should a
shar ehol der incentive be allowed, for the
reasons |'ve stated, it's been in the CORE
programright along. It's part of the RGA
award that we received. And it's also
integral to the Vernont study. W feel as
t hough a sharehol der incentive is
appropri ate.

The order of notice goes on to ask the

19
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

question, well, what |evel -- you know, what
woul d be appropriate | evels? And the
utilities believed that the appropriate | evel
in this particular instance woul d be

8 percent. Eight percent represents an

i ncentive that woul d be earned by the
utilities if they net their commtnments, if
they did exactly what it is that they said

t hey woul d do.

| think that we can | ook back in the
hi story of the CORE prograns, and | think
that we'll find that consistently the
utilities have nmet or exceeded the goal s that
have been set. And so they have consistently
del i vered and provided the services that they
had said they would do, and nore, at the cost
that they had originally conmtted to do the
work at. So, nore work has been done at the
price that was originally agreed upon.

And so, from our perspective, we have
seen no reason why these additional funds,
these $2 million, would be any different in
terns of the results we woul d achi eve by

I mpl enmenting essentially the sane prograns.

20
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

So we feel as though 8 percent was a
reasonabl e nunber. "Reasonable" is always --
is in the eye of the beholder. And so |
think that it's instructive, or it m ght be
hel pful to |ook at froma couple other angles
as well.

And so what | propose is that, w thout
bel aboring the point -- | think everybody
realizes that every kilowatt hour that we
save is a kilowatt hour for which we receive
no revenue. And if you look at this, if you
step back fromthis froma utility's
perspective and say, well, we have saved so
many kil owatt hours, well, what's the inpact
on revenues? W | ook at that inpact on
revenues froma distribution side al one.

Public Service just recently
conpleted -- now, the statenent I'"'mgoing to
make now has to do with Public Service,

I nasnmuch as we are the ones who have recently
conpleted this study. W |ooked at what is

t he i npact on distribution revenues as a
result of the kilowatt-hour savings

associated with the CORE prograns during the

21
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

22

period 2010 to 2015. This includes actual s,
as well as projected nunbers into the future.
And our study basically points to the fact
that, if we net the sharehol der incentive
agai nst the distribution revenues that woul d
be lost, there's a net loss of 16-1/2 mllion
dollars. So, to the extent that we have seen
commentary that, you know, the appearance is
that there's a windfall profit to the
utilities as a result of these -- of the
shar ehol der incentive |I think is not taking
Into account all of the situation, and
specifically not | ooking at the inpact on
revenues associated with these prograns. And
i f those revenues are also factored into the
equati on, you see that there's actually a net
| oss, a significant net |oss over this period
t hat we studi ed between 2010 and 2015.
Finally, | guess I'd |like to point that,
whenever you | ook at a budget, whether it be
your | ocal school budget or your budget at
hone, there's probably going to be a line
itemor two that you find that i s perhaps not

really what you want. There's sonething that
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[WITNESS PANEL: BISSON|GELINEAU|PALMA]

you m ght not |ike about it.

And so | woul d suggest that another
vi ewpoi nt of the sharehol der incentive, and
actually the prograns at |arge, would be to
step back fromindividual line itens and | ook
at the value that's being provided by these
prograns overall. And that was actually done
in the Vernont study. They | ooked at, well,
what is the cost to save a kilowatt hour in
t he CORE prograns. And they found that the
cost to save a kilowatt hour for conmerci al
and industrial use, which is the bulk of this
particul ar plan that we have put in place, is
1.6 cents. And how does that conpare? Well
they conpared it to a national benchnark, and
t hat nati onal benchmark said that the average
cost is 2.8 cents. So we're saving kilowatt
hours for 1.6 cents, and the national
benchmar k says, on average, prograns across
the country are saving these sane kilowatt --
the sane kilowatt hour for 2.8 cents. |
woul d suggest that that's telling ne that the
val ue received to these programs is

significant, and significantly better than

23
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other programs that are offered around the
country. And so this includes the
shar ehol der incentive.

As | said, what |I'm suggesting is you
step back fromthe individual itens that you
may not |ike about it. But the bottomline
iIs: In the ternms of the return on the doll ar
that we're investing, when you invest that
dollar with utilities' CORE prograns, we're
getting a significant value, and significant
as conpared to other potential opportunities
around the country.

So, for those reasons, | believe that,
A, we shoul d be getting sharehol der
i ncentive; and B, that we believe that
8-percent level is a reasonable and
appropriate level for this particular
pr ogr am
And just for the record, M. Celineau, when
you reference "the Vernont study," are you
ref erenci ng the i ndependent study of energy
policy issues that was prepared by the
Vernmont Energy | nvestnent Corporation and

submtted on Septenber 30th, 20117
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(CGelineau) Yes, | am

Thank you. Finally, wth respect to timng,
the utilities requested in their cover |letter
to their August 10 proposal that the
Conmi ssi on approve the $2 million expenditure
by August 31st, 2012. dven that date is
tonorrow, do the utilities have any update
With respect to the timng they seek in order
to permt themto expend the $2 mllion that
t hey proposed during the fall of 20127
(CGelineau) W still feel as though the tine
frame of August 31st is the appropriate tine
frame. But we realize that -- | think we
realize that there's not nuch tine, in terns

of the Comm ssion to nake a deci si on.

I think that we also realize -- and |
hope everyone else realizes -- that this is
not an exact science. |It's not a
mat hemati cal problem It's an issue of the

nore tinme we have, the nore likely it is
we're going to be successful. So tine is of
t he essence. Tine for an approval is part of
t he answer. And beyond that, | think that we

need to be clear that the npnies need to be

25
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forthcom ng as soon as possible after the
deci sion is made, should we be granted
perm ssion to nove forward with this program
I think, finally, the other timng
issue -- and | think that you nmay have
brought this up earlier -- is that, going
i nto next year, the Comm ssion has asked us,
in their order of notice, to put together a
pl an that woul d expend between $3- and $6
mllion. W will be filing that plan on
Septenber 17th. But | think it's appropriate
to point out at this particular juncture
that, should no noney be avail able at the
start of the year, it wll delay
I mpl enent ati on of any plans that we woul d put
forth on Septenber 17th, should they be
approved. So the timng issue there is, to
the extent that we have no seed nbney, no
start-up noney, there would be a delay in the
I mpl enentati on of the programs going into
2013.
In other words, just to clarify, wth respect
to the $1 nmillion in seed noney that you're

seeking to begin the RGA el enent of the CORE

26
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prograns on January 1st, 2013, it would be
very, very hel pful to know sooner rather than
|ater, so that that $1 mllion nay be

i ncorporated into a Septenber 17th filing; is
t hat true?

A (Gelineau) | guess | wouldn't necessarily
characterize it that way.

Q That's why | asked.

A (Gelineau) | guess what | would say is, |
woul d say that, to the extent it is not
avai l able on the first of the year, there
would be a delay in the inplenmentation of any
pl ans that we would put in place on the 17th.
So I'mnot going to suggest that it would be
i npossible to do that work. What | am going
to suggest is there would be a delay in the
I mpl enentation. And that -- | would also go
on to say that, based on what we know about
these efficiency prograns, delay or stoppage
In the prograns causes stop/start actions in
progranms, causes confusion in the
mar ket pl ace. And that's not a good thing.

It makes it difficult. It creates a bunp in

the road, if you wll, that is confusing to
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custoners, and certainly not in the best
interests of having a programthat's
oper ati ng snoot hl y.

M5. GOLDWASSER: | have not hi ng
further.

CHAI RVAN | GNATI US: Thank you.
For the utility witnesses, is there any further
di rect exam nati on?

(No verbal response)

CHAI RVAN | GNATIUS: Al right.
In terns of cross-examnation, is it agreed
upon that anyone wll be kind of a | ead
questioner? W have a |lot of parties, and it
may be nore efficient if one takes the bul k of
t he questi oning. Have you di scussed that? Any
volunteers? |If not, we'll just start working
our way around the room

MS. THUNBERG | only grabbed
the mc just to say that we hadn't di scussed
that point. Sorry about that.

CHAI RVAN | GNATIUS: Al right.
M. Frost, you look |like you're in the next
seat of questioners. |If you' dlike to -- or if

you'd prefer to pass it on to soneone el se, |
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think we're open to that. | know that you're
not often in our hearings. So if you're |ess
confortable with that, that's understandabl e.

MR. FROST: In fact,
Conmmi ssioner, this is ny first tinme in a PUC
heari ng.

CHAI RVAN | GNATI US: It's a
hazi ng thi ng.

MR. FROST: | recogni ze the
i mplications of being in direct |ine of sight
W th you.

CHAI RVAN | GNATI US: You' re goi ng
to get here early next tine.

MR. FROST: M sol e question

CHAI RVAN | GNATI US:  You can be
seated. There's no problemw th that.
MR. FROST: Thank you.
CRGCSS- EXAM NATI ON
BY MR FROST:
Q My sol e question is regarding the sharehol der
i ncentive, and recogni zing that the Jordan
Institute has in its response of August 17th

objected to the application of that
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performance i ncentive to the 15-percent
carve-out -- the inplication being that the
performance i ncentive we woul d agree to bei ng
applied to the renaining 55 percent. And so
my question is: Wuld the utilities object
to that?
(Gelineau) | think that |I've had a chance to
go through and explain our position on the
shar ehol der incentive, and we feel as though
t hat sharehol der incentive has applied to al
of the prograns in the past, both for CORE
and RG3, and the | owincome programwas part
of that in the past. And, you know, | don't
see any -- | think that that would be our
position, is that what we proposed is where
we would like to see it cone out.

MR. FROST: Thank you.

CHAI RVAN | GNATI US: Thank you.
M. -- and | forget your nane. |'msorry.

MR, CLOUTIER Ryan Coutier.

I"'mall set on that.

CHAI RVAN | GNATI US:  Not hi ng from

you? Thank you.

And you're from CLF, right?

30
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MR. COURCHESNE: Chri stophe
Cour chesne.

CHAI RVAN | GNATI US: Courchesne. T
hank you. | apol ogi ze.

MR. COURCHESNE: | have no
questions at this tine.

CHAI RVAN | GNATIUS: Al right.
M. Linder.

MR. LINDER. | do have a few
questions. | think it would be easier if |
were permtted to approach the w t nesses.

CHAI RVAN | GNATI US:  That's fi ne.

CRGOSS- EXAM NATI ON

BY MR LI NDER:

Q

A question regarding Exhibit No. 60, which is
a letter from-- dated July 31st, signed by
CGeorge Gantz, vice-chair of the Energy

Ef fi ci ency and Sust ai nabl e Energy Board. And
have you as a panel seen this letter prior to
t oday?

(AI'l panel menbers) Yes.

The letter references a neeting of the EESE
Board that took place on July 13th of this

year. Wre any of the nenbers of this panel
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present at that July 13th EESE Board neeting?
(Bi sson) Yes, | was.

And do you recall a discussion at the neeting
by the EESE Board nenbers with respect to M.
Gantz presenting a letter to the Conm ssion?
(Bi sson) Yes.

And this letter is the result of that

di scussion, as far as you are aware?

(Bisson) Yes, it is. Yes.

And just directing your attention to the
second page of the letter, the next to the

| ast paragraph that begins with the words "W
recogni ze." See that?

(Bi sson) Yes.

And woul d you be kind enough to just read the
| ast sentence in that paragraph, please?
(Bisson) Sure. "In those deliberations,
however, we ask that the Conm ssion carefully
consi der options for increasing | owincome
energy efficiency funding at the earli est
opportunity, including the option of using
presently available RGE funds to suppl enent

| owi ncome energy efficiency in the current

program year . "

32
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Q And are you aware why the recommendati on was
made that the funding be provided for the
| owi ncome program for 2012 as soon as
possi bl e?

A (Bisson) Yes. It's ny understandi ng that New
Hanmpshi re has experi enced substanti al
reductions in funding for | ow i ncone
weat heri zation prograns, nmainly due to the
depl etion of funds fromthe Anerican Recovery
and Rei nvestnent Act, | believe.

Q Thank you. And with respect to the --
finally, with respect to the utilities' joint
proposal, on Page 2, contained in the
di scussion of the |lowincone there was a
reference to a July 31st letter. And is that
in fact this Exhibit 607

A. (Bisson) Yes, it is.

Q Ckay. And M. Celineau, just in reference to

your di scussi on regardi ng perfornance

i ncentive -- and | believe that you
menti oned, | guess what we would all refer to
as a "re: CORE RGE grant to the utilities in

2009." Is that famliar to you?
A (CGelineau) Yes, it is.

{DE 10-188} [HRG RE: AVAI LABLE RGGE FUNDS] {08-30- 12}




© 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: BISSON|GELINEAU|PALMA]

34

Q And if | showed you a docunent that | don't
intend to nmake an exhibit, but entitled "RGAE
Expansi on of CORE New Hanpshire Energy
Efficiency Prograns re: CORE August 19th,
2009 to Decenber 31st, 2010, Final Report,™
are you famliar wth that docunent?

A (Gelineau) Yes, | am

Q And just to refresh your nenory, on the third
to the | ast page there's a chart. And are
you famliar with that chart?

(Wtness revi ews docunent.)

A (CGelineau) Yes, | have seen this chart
bef or e.

Q And does that chart reflect on it the fact
that the utilities did receive a performance
i ncentive on the RGE re: CORE progranf

A. (Gelineau) Yes, it does reflect that
I nf or mati on.

Q Ckay. Thank you. | have no further
questi ons.

CHAI RVAN | GNATIUS: Al right.
Thank you.

Ms. Ri chardson.

MS. RICHARDSON:. No questions at
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this tinme. Thank you.
CHAI RVAN | GNATI US: M. Rooney?
MR. ROONEY: No questions at

this tine.

CHAI RVAN | GNATI US: M. Nute?

MR. NUTE: No questi ons.

CHAI RVAN | GNATI US: Ms.

Hol | enber g.

MS. HOLLENBERG  Thank you. |
guess I'Il direct this just generally to the
panel, and I'll defer to you on who m ght want
to answer.

Are you famliar with the
OCA' s response to the joint utilities'
proposal which the Ofice of Consuner
Advocate filed on the 17th of August?
(CGelineau) Yes, |'ve seen that.
And in that response, you would agree that
the Ofice of Consuner Advocate agreed to the
proposal as filed, except to the extent of
t he perfornmance incentive that the utilities
requested for the existing $2 mllion in RGE
funds. Do you concur with that summary?

(Gelineau) That's an accurate representation.
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Q Thank you.

And do you have a response about a
response to the OCA's position on the
performance i ncentive, specifically that
6 percent rather than 8 percent represents a
better bal ance of the risks and benefits
associated with the CORE prograns?

A (Gelineau) Well, | believe I went through
what | believe is an explanation as to how we
came up with the value that we did. And I
just -- 1 don't want to repeat everything.
But essentially, we feel as though the
8-percent level is not the maxinum [It's a
| evel that represents delivery on what it is
that we say we would deliver on. And we
believe that that is, you know, given our
track record where we have consistently
over-delivered, we feel as though that's not
an unr easonabl e position to have, that we
represent an incentive that is |less than a
full -- less than the maxi mumthat m ght be
avai |l abl e, but yet it does reflect fully
neeting the commtnments that we nake. And |

think that that is -- you know, from a
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conceptual standpoint, we feel as though
that's a reasonable mdpoint, if you wll.
You know, we're going to do exactly what we
said we woul d do.

And do you agree that in -- with the $2
mllion existing funds as proposed by the
utilities, that by maki ng the perfornmance

I ncentive a guaranty of 8 percent, the
utilities avoid cal culating any estinmated or
expected savi ngs, and so doi ng that
forecasting work and doi ng the conpari son
work at the end, in terns of calculating the
actual savings versus expected? The
utilities are not redoing that at this point
for the $2 mllion; is that correct?
(Gelineau) W're not -- we haven't done it
for that right now W wll do it at the
end. We'll know -- we wll have a savings
amount that we'll have eval uated once we
actually conplete the work. But given the
tinme frane, we did not put together all of

t he benefit cost analyses and all of the
savi ngs anal yses that m ght go into a program

i ke this.
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That said, as we've pointed out, nost of
the work that we've done, the vast mgjority
of the dollars that we have put into this are
in prograns that are already in operation,
for which you already have information in the
prefiled CORE prograns for 2012, in terns of
their expected benefit costs and savi ngs.

And so | think that, you know, we woul d
say that that is a reasonabl e proxy for what
it is that we would expect out of this
addi tional work in the next four nonths.

Is it possible that, if you proceeded and

i ncl uded w thin your cal culations for the
year the performance -- the activity rel ated
to this $2 million within that perfornmance

i ncentive cal culation for the year, that the
$2 million could result in you recovering

| ess of a percentage on the renaining

I nvestnents that you've nade during this
year? Wuld that bring your performance

i ncentive down if it were included in the
calculation? |Is it possible?

(Gelineau) | believe, if | understand your

question properly, that, yes, it wll. Now,

38
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|l et ne just postulate the answer woul d be,

if, for exanple, we were to earn 10 percent
on the portion that has been al ready approved
by the Conmm ssion, and we earned 8 percent on
this new portion, should it be approved, then
t he average of those two woul d be sonmewhat

|l ess than what it was for the overall anount
t hat has al ready been approved.

And that you could avoid |lowering the
performance i ncentive -- or the possible

| owering of the performance incentive for the
other investnment that's taken place already
by recal culating forecasts specifically
related to this 2 mllion and doing a
separate performance incentive cal cul ati on

is that correct?

So you're avoiding -- | guess what |I'm
getting at is, you're avoiding doing work, in
terms of your forecasts, and you're al so
avoi ding the risk of having your performance
incentive for the rest of the year being
reduced. Do you agree with that?

(Gelineau) Well, | certainly agree that

we're -- we've avoided work? That's all a

39
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matter of perspective. |If you could see how
much work it was to put this proposa

t oget her, there would be sone that would

di sagree with that idea. But | think that
it's fair to say that if one assuned that
that was part of the work, then, yes, we did
not do that. But | would submt to you that
our whole intent here was to be responsive to
t he Conm ssion's request to put together a
proposal. And quite honestly, it was a | ot
of work. | nean, I'mnot sure if |'ve
answered your question at this point, but --

Q But | guess the second part of it was that
you woul d al so agree, though, that you are
not at risk for |Iowering your perfornance
i ncentive for the renmai nder of your
expendi tures during this year. By your
proposal to have a guaranteed 8 percent, you
elimnate that risk.

A (Gelineau) | elimnate a risk that, certainly
to the extent that you have a guaranty,
there's no risk on that. | certainly agree
with that. | would al so suggest that the

only risk mght be that, to the extent that

40
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we earn nore on the portion that's already
approved, there's -- you know, had this been
i ncluded in our original proposal and we had
that opportunity to start at the begi nni ng of
t he year and earn whatever it is we earned on
t he al ready approved part, then we've got a
ri sk that we didn't earn as nuch as we
couldn't have. So..

Q Ckay. Thank you, M. Celineau. No position
by the OCA that you don't put in a |ot of

wor K.

A (Gelineau) | didn't interpret it that way.

But | just wanted to point out that we did
shirk a little bit on this, but it was a
t ough shirk.
MS. HOLLENBERG  Thank you. No
ot her questi ons.
CHAI RVAN | GNATI US: Thank you.
Ms. Thunber g.
CRCSS- EXAM NATI ON
BY M. THUNBERG
Q | may junp around just a little bit because
don't want to | ose sonme of the testinony, M.

CGel i neau, that you had just given. And I

{DE 10-188} [HRG RE: AVAI LABLE RGGE FUNDS] {08-30- 12}




© 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: BISSON|GELINEAU|PALMA]

42

beli eve you said that you had a cost that is
bel ow t he nati onal average, a kilowatt --

A (Gelineau) | pointed to the Vernont study,
the VEIC study. And you can find that in
Section 5.8 of the study. | think it's on
Page 5.8, in which it states that the cost to
save a kilowatt hour for the CORE prograns, |
t hink they say something in the nei ghborhood
of it's significantly better than the
nati onal average that is 2.8 cents.

Q Ckay. | just wanted to clarify. Does that
for PSNH i ncl ude the non-el ectric savings
when that's comput ed?

A (Gel i neau) That includes everything. And
that is not for PSNH That is for the CORE

pr ogr ams.
Q Thank you for that clarification
A (Geli neau) Those are not our nunbers, either.

| would just point out that's what VEIC cane
up wth.
Q Thank you.
And al so, just going back to your
testinony in support of perfornmance

i ncentive, | just wanted to ask, when PSNH

{DE 10-188} [HRG RE: AVAI LABLE RGGE FUNDS] {08-30- 12}




© 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: BISSON|GELINEAU|PALMA]

files a rate case in determ ning the revenue
requirenent, is it using forecast -- it does
use kilowatt hour sales forecasts in that

process; correct?

A (Gelineau) I'mnot an expert on that. But
no, | think that it uses a test year. It
uses a past year to conme up with the -- with

that figure.

Q Ckay. Yes. Thank you.

Now, in those estimates -- or those
nunbers of sal es, does that include |Iosses
related to energy efficiency?

A (Gelineau) Yes, it does. |In other words,
what happens is that when you do have a rate
case, it essentially resets -- |I'm concerned
that we're going to get off the track and get
into some very esoteric stuff that is not
necessarily part of this.

But | guess, sinply said, you would
reset the |lost fixed-cost recovery at the

point in tinme that there's a rate case.

Again, | don't know where you're going wth
this. But I'mafraid that, you know, to the
extent that this is -- this is likely to get
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Q

into | anguage that a | ot of us are not
necessarily famliar with, and that's not ny
i ntent here.

Is it fair to characterize your testinony
today in support of performance incentive is
that a performance incentive is warranted, in
part, because there are -- there's a loss in
kilowatt sales? |s that accurate?

That's not accurate. | think that what | was
trying to do by bringing that part of the
conversation in -- what | tried to do was to
show that, to the extent that it's felt that
the CORE prograns, and in particular the

performance incentive, is a wndfall to the

utilities, I just want to make it clear that
that's not really true. |If you |look at the
entire picture, you'll see that it's actually

very costly fromthat perspective when you
take i nto account sharehol der i1 ncentive as

well as the | ost revenues, the | ost

di stribution revenues -- |I'll be specific
about -- then it's not a net gain. It's a
net | oss.

I*mgoing to nove on to anot her subject. And
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I*"'mlooking at the utilities proposal, which
is Exhibit 57. And I'"'mon Page 7, which is
Attachnment B. Have you turn to that, please?
And this question is to the panel. In
t he second paragraph, Proposed Use of RGAE
Funds, third and fourth sentence down tal ks
about heating systemrepl acenents. |[|s that
new?
(Bisson) Yes, it is.
I's there any informati on on whet her that
measure i s cost-effective?
(Palma) We didn't provide that information in
this proposal. However, the proposal is that
there's three sets of information regarding
heati ng systens that have been used over the
| ast three years, and two are being used
today. One is GasNetworks, which is a group
of -- a consortiumof utilities in three
states, including New Hanpshire, that | ooks
at heating systens, water heating systens
controls for residential custoners. And
t hose neasures have all been deened
cost-effective through various anal yses in

all three states. There's The Hone
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Performance w th ENERGY STAR prescriptive
rebate fuel neutral projects that we
currently do now, which those -- we've

al ready gone through the analysis to show

t hat those are cost-effective. And there's
the list of ARRA projects that M. Celineau
di scussed earlier. And this short paragraph
doesn't tell the whole story. But with the
conbi nation of that information, we're only
going to pick cost-effective neasures that
fit into the program

Thank you.

(CGelineau) I'd like to just add sonet hi ng.
Ms. Bisson is correct when she says this is
new. But it's newto the CORE prograns. And
nore specifically, | think that it's been

poi nted out in other portions of this hearing
that the federal noney that normally accrues
to the Community Action Agencies has been cut
back significantly. They normally provide
this portion of the job. So there is a

col | aboration on these jobs, and the
Community Action Agencies normally provide

noni es for heating systemreplacenents. They
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don't have that noney. And so what we've
tried to do here was to recogni ze t hat
shortfall that they have on the federa
funding level and to provide it through the
CORE program So it wasn't an anal ysis of
cost-effectiveness. It was an anal ysis of,
jeez, the programisn't working right because
we don't have the federal funds to make this
work. And what we tried to do was to use
this opportunity to suppl enent the existing
funds with nonies that would normally have
cone fromthe federal governnent.
Thank you.

I'd like to nove down into the ENERGY
STAR Appliance Program secti on and your
descri ption under Proposed Use of RGE Funds.
And you tal k about a fuel neutral incentive.
And can you pl ease el aborate on what that is?
(Pal ma) The answer | gave earlier is simlar.
You know, again, with the other sources of
i nformati on we have from GasNet works and from
our Hone Performance Program that was
eval uated. We're comng up with a |list of

nmeasures. |In sinple terns, propane systens
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tend to be alnost identical -- or are

i dentical to gas, natural gas systenms, in
usage and in cost. Technically, on sone of
them or nost of them there's just one m nor
part that needs to be changed. So we have
good data on propane.

On oil, we already have data. And we
have had that data evaluated in The Hone
Performance Program So, for the nost part,
we have -- the data is all avail able, and
that's the basis for how we're comng up with
the list of neasures.

A (Gelineau) | had provided information on this
alittle earlier in the discussion
regardi ng -- when we were tal king about the
$50,000 itemthat's in the budget. And
that's what this is. This is a programthat
we have al ready i npl enented usi ng ARRA funds.
And one of the driving forces for this was
the Ofice of Energy and Pl anni ng, which had
recei ved a very high demand for this kind of
service. And so it was with their advice and
working with themthat we said that this

makes sense to try to put sonmething like this
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in place -- again, neaning a repeat of the
earlier ARRA programthat we had to provide
heati ng systens assi stance to custoners.

Just a followup to M. Palnma. Wen you were
t al ki ng about GasNetworks, and | was
referring to the fuel neutral incentive, were
you stating that it's -- incentives are goi ng
to be cost-effective? 1Is that what you're
really inplying?

(Palma) Wwell, there's two neasures of cost
effectiveness: One is the total resource
cost for the project itself. So, installing
a boiler needs to have sone |level -- a |evel
of cost effectiveness. And the other part is
t he program cost effectiveness, which

i ncl udes program costs incentives,

adm ni stration, marketing.

Now, | guess | had a nobre basic question.

I ncentive, are we tal king rebates here?

(Pal ma) Yes, rebates. Sonetines |I'm speaking
Massachusetts or New Hanpshire. They call it
i ncentives in Massachusetts, rebates here.

| have anot her question generally about the

prograns, because it seens |ike you're taking
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an exi sting Conmm ssi on-approved program under
CORE, and you al so have sone additions to it.
Is there going to be any hierarchy in
directing custoner -- or directing the funds
that we're tal king about today to the
Conmmi ssi on- approved CORE portion of the
program first before you target funds to the
addi tional portions of the prograns? |Is
t here any hierarchy in that regard?

A (Gelineau) | could use sone clarification on
the question. It would be our intent to
i mpl enent all of these prograns in parallel,
all of these additions in parallel. | nean,
we only have four nonths to do this. So
we're going to be trying to get this all done
as qui ckly as possi bl e.

In ternms of this particular action, |
think I'd indicated earlier that there's
going to be sone setup tinme. So, in other
words, in terns of funds expenditures, how
t he noni es m ght get spent, it would be -- in
this particular action we're going to need to
do sone training. W're going to need to do

sone infrastructure devel opnent. Things

50

{DE 10-188} [HRG RE: AVAI LABLE RGGE FUNDS] {08-30- 12}




© 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: BISSON|GELINEAU|PALMA]

i ke, you know, getting rebate forms printed,
for exanple: Having agreenents wth
contractors; have systens in place to track
the results; work with a rebate processor to
process rebates. And that infrastructure's
going to have to be set up before we can
actually do a rebate. But as soon as that's
in place, then we would | ook to go on and
actually inplenent the program and provide
rebates to custoners.

["mcurious with why the utilities are
changi ng the prograns. Was there not enough
custonmer demand for the existing progranms,
such that you could have just taken these new
RGE funds and then had nore custoners

i nvol ved in the prograns?

(Gelineau) As | nentioned, when we talked to
the Ofice of Energy and Pl anni ng, they had
I ndicated that this was the nost
sought-after, demanded itemthat they have
gotten fromcustoners. And so we al so had
seen a demand for this when we inpl enented

t he ARRA program So we feel as though the

demand is there, based on our own experience,
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as well as nore recent experience that OEP
had reported to us.

Gosh, | can't find it right at my fingertips.
But in one of these programs you are

i ncreasing the rebates, and | wanted to ask

why you were increasing the rebates. | guess
if I look at the Hone Energy Assi stance
Program-- let's see. Last sentence.

Cust oners woul d recei ve an incentive anount
separate fromthe $5,000 in the existing

pr ogr anf

(Gelineau) Ckay. That's the part that we

di scussed earlier, wherein we were talking
about these would be heating systens

repl acenent. And again, this was to take
into account the fact that the federal

gover nnent has cut back on the funding that
they have given to the CAPs. And the CAPs
had previously been providing this noney.

And so if that's what you're referring to as
an increase, that's what that is all about.
W' re suppl enmenting the CORE funds with these
addi tional funds to make up for the fact that

t he CAPs don't have federal nonies.
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Appreci ate that expl anati on.

If I go down to HPWES in the Proposed
Use of RGA Funds paragraph, sane simlar
| anguage. Custonmers can receive heating
systemrebate separate from.. and it has a
dol I ar anount of $4,000 in existing prograns.
So what are these additional rebates?
(Palma) 1'lIl answer. That's what | was
di scussing earlier. It's the prescriptive
rebate on heating systens that we offer today
in the HPWES program So it's no different.
It's just a remnder witten into this plan.
It's the sane programmrrored exactly from
SBC to RGA.
If I can switch gears a little bit to
accounting. WIIl the Conpany -- the
utilities be tracking the RGd -rel ated
program costs separate fromthe CORE-rel ated
pr ogram costs?
(Pal ma) Yes.
(Gel i neau) Yes.
On the flip side for savings, will the
conpani es be tracking the RGE savi ngs

separate fromthe CORE savi ngs?
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A (Pal ma) Yes.

A (CGel i neau) Yes.

M5. THUNBERG | think Staff's
done its questioning. Thank you.

CHAI RVAN | GNATI US:  Thank you.
Conmm ssi oner Harrington, questions?

CMSR. HARRI NGTON:  Yeah, | have
a few questions.

| NTERROGATORI ES BY CVSR. HARRI NGTON:

Q Staying on this same exhibit that we were
dealing with, with the joint utilities
filing, | guess starting back on Page 2,
have a coupl e questi ons back there.

We've had a lot of discussion on this
"experienced in substantial reductions in
fundi ng due to the depletion of avail able
funds under the American Recovery and
Rei nvestment Act." It sounds as though this
cones as a shock to people. But that was
nore of a usage of a windfall rather than a
reduction in funding. D d anybody on the
panel think that that npbney was going to | ast
forever?

A (Pal ma) No.
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A (Gel i neau) No.

Q So, basically what we're doing is we're
restoring funding to historical averages, not
seeing any drastic cuts froma one-tine bonus
program Wbuld that be nore correct?

A (Gelineau) Well, | think what we're doing
here is we're --

Q No, I'msaying in describing the program it
was being restored to the historical anpunts
of funding that were in place before they got
the windfall noney fromthe ARRA program

A (Gelineau) | think that's accurate. It's
perhaps a little bit nore than what it had
been in the past, inasmuch as the RG3 funds
had been targeted at 10 percent, and we've
suggested it should be 15 here.

Q Whi ch junps right into ny next question
G ven the fact that existing | aw states that
at | east 10 percent of the RGE proceeds
shoul d be used for |owincone residents, and
t hat has been repeal ed effective January 1st
by the |l egislature, there is no | onger any
m ni mum requi rement for that whatsoever. Wy

not stay with the 10 percent rather than
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increase it to 15 percent?

(Gelineau) Well, the 15 percent dovetails or
parallels with what's being done in the CORE
prograns. The CORE programis at 15 percent.
So this, in recognition, also, of the letter
that canme fromthe EESE Board, we felt that
this was an appropriate proposal.

Movi ng down to the bottom of that page, the
| ast paragraph, maybe a little bit of

expl anation -- I'mtrying to -- is this

al l ocation of funding based on capacity of

t he CAAs, has this been established?
(CGelineau) Yes, this was worked out with the
Community Action Agency. So, for exanpl e:

If you |l ook at the distribution, you'll see
t hat --

l"msorry. If | ook at the distribution,
where would | find that?

(Gel i neau) Next page.

(Pal ra) Page 3.

Ckay.

(Bi sson) Be Attachnment A

Attachnment A Ckay.

(Gelineau) | think the thing to look at is
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the fact -- that's on Page 6.

Q Ckay. Cot there.

A (Gelineau) If you | ook across, you'll see
that the funding | evel for PSNH and Unitil
are essentially the sanme; al beit, you know,

t he conpany sizes are sonmewhat different.

And the reason for that is that the capacity
of Bel knap-Merri mack Community Acti on Agency,
for exanple, which covers a lot of Unitil's
service territory, is significant. And
that's where a ot of the work was going to
be done. So this reflects what it is that
the CAPs can actually do. And, again, we're
com ng back to the idea that the Conm ssion
wanted us to put together a proposal that can
be done within the next four nonths. So
that's what we're trying to react to.

Q Soif I follow what you're saying then, you
went out to the CAAs and said, how nmuch nore
projects can you get done wthin this period
of tine, and then you assess the noney
accordi ng --

A. (Gelineau) W worked together with themto

wor k out that project.
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Q That hel ps. Thank you

This is directed to M. Celineau. You
had stated that between 2010 and 2015,
participation in the CORE program woul d
result in a loss of revenues net perfornmance
i ncentive of about $16 million to Public
Service. |I'mjust trying to follow up on
that. That is correct, what you stated?

A. (Gelineau) | said sixteen-five. Yes, that's
true.

Q Ckay. Sixteen-five. Okay.

And getting back to what Staff had
spoken on this, just so | can get clarified,
because, after all, you are the one who
br ought the subject up, couldn't you go to a
rate case and show this | oss and get
conpensated for it?

A (Gelineau) In a rate case -- the process of a
rate case would in fact true this up and
bring it back down, such that the conpany's
revenues would be reflective of the | evel of
sales. And so those things would be reset,
if you wll. And it's only in the interim

bet ween rate cases, that this tends to --
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this situation gets exacerbated, quite
frankly, in the "out" years. You're
accumul ati ng kilowatt hours that aren't
conpensated for. And the | onger you go
between rate cases, at least fromthis
perspective alone, creates |arger |osses, if
you wll, or larger sales that aren't
accounted for. At the point in time that you
cone to a rate case, those kilowatt hours --
t he new | evel of sales is accounted for in

t he new revenue requirenents, and so that
essentially the history gets w ped out and
you start all over again.

So it takes tinme, but eventually it gets
trued up. It doesn't show up as a | oss.
Every five years you're not | oosing 16-1/2
mllion dollars. Eventually you get the
noney back.

(CGelineau) W don't get that noney back, no.
That's not true. \Wat happens is that --

t hose doll ars are gone. But what happens is
any future dollars associated with that, you
woul dn't continue to accrue those |osses. |

nmean, at that point it would cone back to
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zero, if you will.
Yeah. My choice of words wasn't correct.
You get back -- you get trued up over tinme.
(CGel i neau) You get trued up over tine.
That's correct.

And I will say in this analysis we have
not assumed there would be a true-up
bet ween -- no additional true-ups through
2015.
Ckay. Moving on to Page 4, there was sone
di scussion with OCA on performance
I ncentives. And the word "guar ant eed”
8 percent cane up a couple tines. And I'm
| ooking at the fornula at the bottom of
Page 4, and that strikes ne as the
performance i ncentive is based on
per formance. So, how would -- how are we
saying that's a guaranty?
(Gelineau) Well, if you |l ook at the factors
I nvol ved, the guaranty cones in by virtue of
the fact that the ratio of the benefit
cost -- actual to benefit cost planned has
been set to one, and the savings ratio of

actual savings to plan savings has been set
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to one, and therein lies the guarranty.
That's what essentially makes it so that, if
you actually were doing the cal cul ati ons,
woul d have the before number and the after
nunber and create a ratio of those two. As
we pointed out, we did not go through the
exercise of comng up with the before numbers
in this case. So we're not going to have

t hose nunbers to do the calculation. And so
we' re suggesting that a sinplified approach
m ght be to do what we're suggesting here.
But in the normal CORE program you do use a
case where those calculations are actually
done.

(CGel i neau) Absol utely.

It could be I ess be the 12 percent
guar ant eed.

(Gel i neau) Yes.

So if | get this straight, then, due to tine,
you're setting those to -- the ratio before
and after the one. And then, as a result of
that, instead of getting with a possible 12
percent, you're dealing with a guaranteed

8 percent.
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A (CGelineau) That's correct.
Q Ckay. And noving along one nore -- no. |I'm
sorry. | got to go backwards one page, |

think. No, the other way.

It's on Attachnment B, Page 7. This is
under the ENERGY STAR Appliance Program
Proposed Use of RGE Funds. And the very
| ast statenent there says, "and to educate
heati ng systeminstallers on inplenentation
of this program"™ How nmuch npbney are we
t al ki ng about, and what exactly are you doi ng
t here?

A (Gelineau) The total anmount of nobney for this
programthat we've set aside here is $50, 000.
Qur estimate is that approximately $15,000 is
going to be used to set up the
infrastructure, and 35 of that 50 wll be
used for rebates. So a portion of that
$15, 000 woul d be set aside to do training for
contractors, to provide the conputer system
upgrade that we m ght need in order to track
this, to work with the rebate processor. W
expect to contract that out. And we would

have sone costs associated with getting that
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Q
A

set up, where we'd have a rebate process that
woul d actually process the rebates for us.

W woul d al so | ook to have an agreenent with
contractors so that we could work that out.
And that agreenent, along with sonme training,
woul d be a portion of this $15,000. Those
are sone of the elenments that would go into
that infrastructure setup.

l'"mjust trying to follow this "educate
heati ng systeminstallers.” So there are
private conpani es out there whose business is
to install heating systenms, and they need to
| earn sonmet hi ng about how to fill out the
right fornms for this program or sonethi ng?
Wiat is it they need to be educated about?
(Gelineau) Inform ng them about the program
providing themwi th the information, in terns
of what it is they need to provide in order
to get their custonmers the incentive
associated with this program W' re not
going to be training them necessarily on how
to install particular --

No, | didn't think that was the case.

(Palma) If | could nmake the anal ogy, on the

63

{DE 10-188} [HRG RE: AVAI LABLE RGGE FUNDS] {08-30- 12}




© 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: BISSON|GELINEAU|PALMA]

gas side, we have the GasNetwor ks Program
that | nentioned. That program contractors
drive the nmarketing of the program and they
do a pretty good job in all three states --
Mass., New Hanpshire and Rhode |Island. And
part of that success has been through the
GasNet wor ks consortium doing training
periodically for these contractors, so they
know what to do, when to do, and which

equi pnent actually qualifies, because just
bei ng ENERGY STAR doesn't al ways nean you get
a rebate, because the bar keeps rising and
rising. So the last thing we want is for
soneone to send in an application thinking
they're going to get a rebate, they've
already installed the equi pnent, and to tell
themno is really a bad place for everybody.
So there's a lot of -- it's sort of
hand- hol di ng, slash, training to nake sure
that when you're telling a custoner, Hey,
you're entitled to sone kind of rebate, it's
actually true and that we can fulfill it.

But these conpanies that are out trying to

make a profit by selling nore heating
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systenms, wouldn't it be in their best
interest to figure this stuff out for

t hensel ves w t hout soneone having to -- for
the ratepayers -- to have to, as you put it,
hol d their hands?

A (Palma) In the perfect world, yes. 1In
reality, we need -- we do the sane kind of
training, you know, when there's a new
program Just putting it on the web site or
sendi ng out a couple letters to the
contractors isn't always going to do it. So
we have to bring them onboard. And we do
want them -- you know, in a marketing sense,
t hey shoul d be spending their tine marketing,
so we could save -- we don't really use our
noney, because they're the ones that wll
drive it.

CVBR. HARRI NGTON: Thank you.
That's all the questions | have.
CHAI RVAN | GNATI US:  Conmi ssi oner
Scott.
| NTERROGATORI ES BY MR SCOIT:
Q Good afternoon.

A (Al'l panel nenbers) Good afternoon.
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Q And 1'll say upfront, thank you for the work

on your proposal.
Let ne start with the performance
i ncentive discussion. Qbviously, it's -- and
nmy questions, by the way, |'ll start now,
w il apply to whoever thinks they' re best to
answer it.
Gbvi ously, your proposal, as you

di scussed, tal ked about 8 percent. The OCA
has in their submttal tal ked about
6 percent. There's sone inplication from
sone that it should be zero percent. | was
curious if you could help ne understand the
I mpacts, let's say, for instance, if it was
6 percent instead of 8 percent. \Wat are the
i npacts of these suggestions to the
utilities?

A (Gelineau) Well, | think that, you know --
are you referring to the doll ar anount?
nmean, we can do the cal culation. But
essentially, it's 2 percent of what -- and |
think that we tried to -- |I've tried to
communi cate a | ogical, you know, why would it

be 8 percent. And I think that, going back
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to Conm ssioner Harrington's question, we
said that there were a couple of -- those
paraneters were set equal to one. Wil
essentially what that's saying is, when you
set the actual savings equal to the planned
savi ngs, and you say that that ratio is one,
what you're saying is we're going to deliver
all the savings that we plan to deliver.

That neans we're neeting our commtnent. And
the sane thing is true when we tal k about the
benefit cost or the cost effectiveness with
which the programis inplenented. W feel as
t hough we have done those cal cul ati ons for
the prograns that have al ready been approved
for 2012, and we feel as though we will be
successful. And we have no reason to believe

that these additional jobs or projects that

we wWill do, if approved for this $2 nillion,
will be any different. And so we feel as
t hough we may do better than 8 percent. But

we're saying, in our view, you know, that's a
reasonabl e comprom se. That was felt to be
our best conpronm se, and that's why we put

t hat nunber down. This is not -- there nay
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not be any correct answer for this. It's a
judgnent call. And | think that our judgnent
is that to -- our judgnent is that we're

going to deliver and do the job that we said
we were going to do. And if that's the case,
then 8 percent is the right nunber.

Q And follow ng that -- so, for instance, if
the OCA's 6 percent were to be what's
awar ded, does that nmean the program woul d act
differently, or would there be any
ram fications on that?

A (Gelineau) | think that it's clear that the
utilities have al ways endeavored to do what
it is they're directed to do by the
Conmi ssi on.

A (Palma) | think, also, we do have a worKking
group that's |l ooking at the incentive. And
to start shifting away fromthe norm
m dstream for this reason or that reason -- |
think I had this simlar discussion at the
| ast hearing -- you know, it really starts a
precedent of starting to pick away at
di fferent prograns for different reasons,

t hat consi stency should stay wth the
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8 percent and see what happens with the
wor ki ng group down the road.

And again, | think with the Staff, you

menti oned you would effectively be
segregati ng each of these programs, the RGGE
noney conpared to what you al ready have.

(Pal ma) Yes.

As far as that could result, obviously, in

di fferent performance incentives for

di fferent sources --

(Gelineau) In all likelihood, it wll be
different, unless, of course, the perfornance
I ncentive associated with the ARRA-approved
prograns turns out to be 8 percent. But, you
know, the odds aren't good.

So, does that create any problens?

(CGelineau) If they're different? No, | don't
think it causes any problens if they're
different. But | think that we tried to put
t oget her sonething that wasn't arbitrary --
totally arbitrary, you know. And as | say,
non-arbitrary is we're going to deliver on
what we said we're going to do. And if we

agree that that's a reasonabl e approach, then
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a reasonabl e nunber is 8 percent.

Ckay. Thank you. (Obviously, the plan
addresses $2 million as originally
envisioned. As |I'msure you're aware, there
are two nore auctions for this cal endar year
for RG@. Assumng they're simlar to the

| ast one, it would be roughly $2 million
each, if you assune that. So that woul d be
an additional $4 mllion in that scenario.
Do the utilities have a plan, prior to 2013,
in those eventualities?

(Gelineau) The eventualities that we woul d be
asked to spend nore than $2 nmillion?

Yeah. Thanks.

(Gelineau) | think what we tried to convey
this norning, and this afternoon, is that our
plan is for $2 million. And we feel as

t hough we can be successful with that. And
beyond that, we're not prepared to -- we're
not prepared to offer anything at this
particul ar point, other than to say that we
feel as though it's inportant to understand
that if we are to hit the ground running in

2013, there should be sone nobni es avail abl e
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to do that in the till cone 1/1/13.

Thank you. That brings up ny third question.
I was hoping -- and again, if it was going to
come up later, | can wait, but |I think nowis
the time. Can you flush out the seed noney
concept that was originally introduced a
little bit?

(Gelineau) What we're saying is that, if we
are to begin inplenmentati on of the prograns
that we will propose in our Septenber 17th
filing, we will need sonme funding to do that.
And to the extent that funding isn't
avai | abl e, we would need to delay the

I mpl enentation. And that's really all we're
saying. |If there are delays, | also tried to
poi nt out that, you know, that is likely to
cause custoner confusion, potentially in
terms of inplenentation of a program
generally. But it's going to depend on the
specifics. If it's a delay or a hold on the
I mpl enentati on of an existing program that's
far nore confusing than we just delay the
begi nni ng of a new program

(Pal ma) The best exanple would be the
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appl i ances programwth the fuel neutral
nmeasures. |If we gear up the contractors and
at the sane tine gear up the custoners that
we're going to start a programin
Novenber - Decenber, and then run out of
fundi ng and have to stop it, it could have a
bi g negative effect when we restart it in
April, or late March. That start/stop
really, especially for contractors, could
have a really, you know, downward trend on
their trust in that we'll actually be there,
able to assist them when they convince a
custonmer to go froma standard pi ece of

equi pnmrent to a 90-percent ENERGY STAR,
top-of-the-line piece of equipnent. So
that's one of our big concerns.

So, just so | understand the nechani sm of the
proposal fromthis norning, if | understood
it right, $2 mllion which you have in the
proposal, and then a mllion dollars as seed,
if you wll, which is the termthat was used,
are we being asked to effectively bank that
noney and then disburse it? Wat is the

actual nechani sn??
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(Gelineau) | think that I would nore
characterize it as to apprai se the Conm ssion
of the situation so that they can make -- you
can nmake the nost infornmed decision. Should
you deci de not to have any noney in the till,
if you wll, at 1/1/13, we're going to be in
a situation where we're going to be del ayi ng
i mpl enentation until such time as funds are
avai l able. So we want to call out to your
attention now, before those nonies m ght get
spent on other purposes, that, to the extent
there is no noney available at that tine, it
could cause a delay in inplenentation in
2013.

That's hel pful. Thank you.

CVBR. SCOTT: That's all | had.
| NTERROGATORI ES BY CVBR. | GNATI US:

CHAI RVAN | GNATIUS:  Wwell, I'm
still alittle lost. It may be that we're
using words differently.

Wien you say, unless there was

sone noney set aside -- presumably from
anything over $2 mllion between now and
Decenber 31st -- unless that were set aside
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and put into the utility accounts for
January 1st and thereafter, you would have
troubl e i npl ementi ng, do you nean conti nui ng
the prograns that are -- that you're |aying
out here, or do you nean -- | think of

I mpl enenti ng as begi nning, starting --
(Gelineau) | think M. Pal ma just

i ndi cated -- you know, used an exanple of if
we were to continue this heating system
rebate program for exanple. |If in Decenber
we had noni es associated with the potentially
approved program here and were naking
rebates, and then cone January 1st we had no
noney, then the work that we had done wth
heati ng contractors, for exanple, we would
need to make sure that they were up to speed
t hat, hey, conme 1/1/13, we don't have noney
anynore and we have to wait until sonetinme

| ater on before we would be able to honor
additional rebates. And so that's really the
only thing that we're trying to convey, is
that, to the extent that there is no noney
avai |l abl e at the beginning of the year, we

may have to delay inplenentation of a program
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in order to wait until the funding is
avai | abl e.

But you're really tal king about continuity,
aren't you --

(Gel i neau) Yes.

-- that if you expand these programs now with
addi tional funding through the end of this
year, and there is no nore RG3 influx of
nmoney until the March auction, you woul dn't
want to have to pull back on those prograns
until new noney cones in.

(Gelineau) That's well said. |In other words,
to the extent that you have a programthat
would go forward into 2013, that is solely
funded by RGA funds, then, in the event that
there are no RGA funds, then that programis
going to be delayed either in its initial

I mpl enentation or its continued

I mpl enent ati on.

And t he program desi gn and budgets for
January 1st and thereafter are part of what
you' re devel oping for the Comm ssion's

consi deration in the next docket; correct?

(CGel i neau) Correct.
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So, sone of those transitional issues could
al so be addressed in what you bring forward.
(Gelineau) Absolutely. | think that the only
thing that we felt was inportant today was to
make it clear that this issue was out there
and that we realize that the Conm ssi on may
be naki ng ot her deci sions regardi ng fundi ng
and use of these funds. And we just wanted
to nmake this known that this is, you know, a
potential issue that should be considered as
you' re considering everything el se that

you' re | ooking at.

One ot her question on this. | always think
of the phrase "seed noney" as neaning starter
funds to do sonething new, starting a
nonprofit or sone new venture. And as you're
describing it, it sounds not |like that so
much as conti nuation of the proposals you're
maki ng here.

Are you al so envisioning this seed npbney
as neani ng funding wholly different prograns
t han we've been tal ki ng about today?
(Gelineau) Well, that's certainly a

possibility, yes. In other words, we're not
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prepared to tal k about what we're going to
offer in Septenber in that proposal. But to
the extent that we had a new programthat was
solely funded by RGE nonies, there would be
a potential delay there because we woul d have
no funds to begin the inplenentation. And
again, it's nerely trying to call that out
as -- not saying there's a -- not saying
that's insurnmountable. But if that's the
deci si on, then we want you to know the
consequences before you nake a deci sion.

If I followed your description of the
proposed expansi on of the ENERGY STAR
Appliance Programcorrectly, it started wth
CEP-f unded noney -- an CEP programw th ARRA
funds. And it was successful and a high
demand for it. So you |looked to it as
sonet hi ng you could absorb into a CORE
program is that right?

(Gelineau) Right. But at this point, that
program doesn't -- no, there's no other
source of that programat this particul ar
juncture.

Have you | ooked at any ot her successf ul
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prograns that may have been funded through
ARRA or otherw se that al so are good and t hat
you coul d absorb into a CORE progranf

A (CGelineau) We're going through that process
ri ght now.

Q And that could include ARRA funding. Could
it also include anything that's currently
funded with RGE noney?

A. (Gelineau) | don't think that we've got any
itemthat's blacklisted, if you will. I
mean, | think that anything is -- you know,

I f anyone has suggestions, we're open to
t hose.

Q You al so said that the ENERGY STAR Appli ance
Program expansi on woul d require sonme setup
time training and sone expenditures for that.
Are there any other of your all ocated funds
that you're proposing in Attachnent A going
to require that kind of setup?

A (Gelineau) | would suggest that probably --
again, it's kind of a repeat -- but there's
sonme fundi ng set aside, sone $25, 000 for
education. And in that bucket we have things

that we're going to be providing primarily on
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codes training. And in that arena, there's
sone nmanual -- sone code nmanuals that we're
going to be putting together. You know, |
woul dn't necessarily say that that's
start-up, but it is -- you know, it nmay fall
in that in sone people's mnds, into that
realm But the bulk of the nonies are going
to be for continued incentive prograns for
the C& sector.

Q So let's look at the allocations there in
your Attachnment A to Exhibit 57.

You have parceled it out, utility by
utility and program by program |Is there a
good expectation that each of the utilities
can successfully use the funds in each of
t hose prograns between approval date and the
end of Decenber?

A (CGelineau) Yes. And the reason -- you know,
| think that we tried to give sone sense --
and M. Pal nra went over sonme of the projects
that Unitil has. | tried to indicate that we
have some 87 projects that are intended to
address the first three itens under the

commercial and industrial list. And you can
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see, for example, in other instances, there
Is zero dollars in sone buckets for sone
utilities. So, | nmean, that's reflective of
the fact that the utilities have | ooked at

t he demand for the individual programs and
what they expect their custonmers are going to
actually be able to go forward with and be
able to inplement in terns of projects. So
we have tried to do this in a way that we
feel is realistic, in ternms of we can
actually get this done. |It's not done
strictly on, well, this is the nunber of --
this was your negawatt hour sales |ast year
and this is your proportion of the noney.
That's not the way it was done. It was

| ooked at based on a denmand for each program
at each utility.

Q And we know that in sone prior dockets, or
prior portions, probably, of this docket,
we've | ooked at tinmes when it's been hard to
mar ket a programthat requires a significant
capital outlay fromthe custoner. Sone
busi nesses were in tough shape, and this was

no tinme to be taking on new i nvestnents. And

{DE 10-188} [HRG RE: AVAI LABLE RGGE FUNDS] {08-30- 12}




© 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: BISSON|GELINEAU|PALMA]

81

so sonme of the SBC funds were not being
spent. |Is there a concern that this could
fall into that sane canp and noney be

al l ocated just, say, if the custoners are
unable or unwilling to pick up their portion
of the project?

(CGelineau) That's an excell ent questi on,
Commi ssioner. | think that | tried to

i ndicate earlier that the custoners that we
have tal ked to have been indicating they have
a pl anned budget for these projects this
year. So the 87 custonmers that |'ve got
right now lined up have indicated that they
have the funding for this. W feel this is
going to be not an easy task. | don't want
to say that this is all in the bag right now,
if you wll. I think that this is not going
to be easy. But we have -- | think that we
have a reasonabl e chance of bei ng successfu
wth this. And | think that we have done our
honmework, in ternms of | ooking at what it is

t hat we have for customer denmand, and are
prepared to go forward if we get approval to

do this.
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A (Palma) And that's the sane for Until. W
have, | ooks like, quite -- well, tripled the
demand than what's budgeted in here for our
commerci al custoners. And sone that don't
have any capital can participate in our C&
| oan program which will hopefully make up
the difference. So we feel pretty confident

t hat we can get through that $172, 000. And

then a |l ot of the other pieces -- the HEA
pi ece, the CAP agencies -- that's what they
indicated. In those cases, the custoners

recei ve 100 percent rebates. So it woul dn't
be a custoner issue. It would be the ability
of the CAPs to actually get out there. And
then there's other small amounts of noney,
that we feel we can get through the noney
hopeful | y before Decenber.

Q Do you know if the CAPs, when you queried
them could they handl e a certain anount of
noney, they said yes or that this is the
maxi mum t hey coul d handl e?

A (Gelineau) W approached themwi th a specific
amount. And so we said, we believe that --

if we set aside 15 percent, roughly $275, 000,
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how woul d you actually go about spending it?
What Conmmunity Action Agenci es woul d be

i nvol ved? Were would the units be done?
What utility service territory? And so that
was an anal ysis that was done with the
Community Action Agencies, to actually review
that and see exactly where that could be
done. And that's how it is that we cane up
with these nunbers. So they're based on
where the work will be done.

Q Am 1 right that, in the prograns where you're
proposi ng additional rebates, the thinking is
that you're already got the program
establi shed; you' ve already got the contacts
with the custoners; you're already going to
be in the home, anyway; so while you're
t here, you can offer additional services
rat her than having to go out and | ook for new
people in the next few nonths? You just do
nore for the people that you --

(Court Reporter interjects, as parties
are speaking at the sane tine.)

A (Gelineau) | said that the custoners that

we're tal king about in this case are busi ness
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custonmers as opposed to residenti al

custonmers, for the nost part. And in that
case, many of the custoners that we are

| ooking at for these funds are different from
t he custoners who have al ready been served
this year. They're additional custoners.
Ckay. And you're right. | apol ogize. |
crossed over ny prograns there.

So, sone of what you will have to do is
to reach out to new custoners, or are they
peopl e who are on waiting |lists?

(Gelineau) For the nost part, they're people
on waiting lists. W have sone -- well,
we're $20, 000 short of a mllion dollars

ri ght now of identified projects. So, nuch
of what it is -- and that's over 87
custoners. So we have a wait list that is --
we feel is pretty strong, in terns of real
prospects wth custoners who have the funds
and are interested in proceedi ng on projects.
And still on Attachment A -- |'m al nost
finished with it -- why is it that Ganite
State is the only one all ocated HPWES noney?

(Palma) | think M. Stanley, who is in the --
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out there in the audience, is the best person
to answer that question.

MS. KNOALTON:. We'd be glad to
have M. Stanley sworn in if that's helpful to
answer the question.

CHAI RVAN | GNATI US:  Yeah, |
don't want to -- we're getting short on tine.
Maybe just an offer of proof. |Is there sort of
an easy answer to --

MR. STANLEY: It's based purely
on our projected custonmer demand and --

(Court Reporter interjects.)

MR. STANLEY: They are estinates
based on purely what we see for potenti al
projects in our territory and esti mated
cust oner demand, and based on activities so far
to date. So it's purely a bottons-up estinate
and getting feedback from our contract
pr ogr ans.

A (Gelineau) | think another point of rem nder
is that this is a programw th which we've
partnered with Better Buildings. And so, for
exanpl e, Public Service, we have an extra

mllion and a half dollars that we've got in
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t hat program through the Better Buil di ngs
avenue. So that's why we're not | ooking for
addi ti onal fundi ng here.

A. (Palma) That's the sane for Unitil as well,
and | believe the Co-op as well. W have
extra funding for Better Buil ding.

Q All right. That makes sense. Thank you. |
think that does it for ne.

Conmmi ssi oner Harrington, you had anot her
question?
CVBR. HARRI NGTON:  Yeah, just a
coupl e quick foll ow up questi ons.

| NTERROGATORI ES BY MR, HARRI NGTON:

Q On the sane exhibit, Page 8, under the Energy
Code Traini ng, how nmuch noney is bei ng spent
on that this year, and how nuch additi onal
funding is going there? 1Is that in one of
your charts?

A (Geli neau) W have a total of $25, 000
associ ated wth that.

Q Is that existing or --

A. (Gelineau) That is new funding. Al of that
is going into essentially for code-rel ated

wor K.
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How nmuch was there already this year then?
l"msorry. | didn't see it if it was in the
chart.

(CGelineau) You nmean in the already approved
pr ogr ans?

(Pause i n proceedi ngs)

Yes. Well, if you don't have that right now,
it's sonething we can get later. 1t's no big
deal .

I"'mtrying to followup on a little
confusion |I've got on rolling into next year.
It seens |ike what you're saying is the
mllion dollars would be used to be able to
keep the programs going after 12/ 31, as
there's no new RGA noney coming in unti
after the March auction. That's what | think
| heard you say. But after 12/31, it's, for
| ack of a better term one big happy program
There is no RGA program There is no CORE
program There's only the new CORE program
which will include funding from System
Benefit Charges, as well as fromthe sale of
RGE auctions. So I'mnot quite sure why

there's a differential, because it sounds --
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Q

and maybe |'m getting the wong i npression --
but it sounds as though right now you're
having -- in order to account for the
addi ti onal revenues we're tal king about, what
you're proposing is sone expansi on of
different things, but you refer to it as, you
know, RG3 funding, because it is a separate
sour ce. It's a new source of revenue
separate fromthe System Benefits Charge.

But once we get into next year, there isn't
going to be any RGE funded or whatever
funded. It's going to sinply be the new CORE
Energy Efficiency Prograns that are funded by
both RGA@ and the System Benefits Charge.
I'"mnot sure -- why do you have to
differentiate the source of these funds?
(Gelineau) If we learn today that that's
entirely true, you're going to have a | ot of
happy people. | think that we have assuned
that we need to keep these funds separate.
And to the extent that we can nerge them and
treat themas one, | think that we would be
extrenely pleased to be able to do that.

I mean, |ooking at the new |law, which is

88
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House Bill 1490 -- it's alnbst inpossible to
foll ow these sections -- | guess it's
Section |11, it says, "Al renaining proceeds

received by the state for the sal e of

al | owances shall be all ocated by the

Conmm ssion as an additional source of funding
to electric distribution conpanies for CORE
Energy Efficiency Prograns that are funded by
SBC funds." So it would appear that this is
going to be one bucket with two different
flow streans of noney into it.

(Gelineau) I'lIl tell you nmy concern, and that
has to do wi th anot her section of that |aw,
wherein there's another commttee that's -- a
| egi slative committee that's going to do
oversight on these prograns. And it appears
to me that they are interested in the inpact
of the RGE funds as opposed to, and perhaps
separately from the Systenms Benefits Charge
fund. And it's for that reason that we have
assuned that there is going to be a need to
separately account for these funds. But
again, if we can reach a conclusion that we

don't have to separately account for things,
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that woul d be a huge sinplification from --

Q So that's sonething you would |ike the
Conmmi ssion to opine on for --

A (Gelineau) That would be -- if we could reach
agreenment with the Conm ssion and the
Legi sl ature, that we would report on a
conbi ned basis, that would be very useful.
That woul d be very hel pf ul

CVSR. HARRI NGTON:  All right.
Thank you. That was all the questions | had.
CHAI RVAN | GNATI US: Thank you.
Conmm ssi oner Scott.
CVBR. SCOTT: Thank you.
| NTERROGATORI ES BY MR, SCOIT:

Q Back to this norning again. The proposal we
heard for $2 mllion, which was the prograns
t hat you' ve proposed, the $1 mllion, your

wor ds, "seed noney," and then of course M.
Henry had sone thoughts which were then put
t oget her and flushed out, | believe, in the
future. If | understood right from counsel,
the utilities didn't oppose or didn't have a
position on that. | just want to -- | don't

want to read too nuch into that position.
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As | alluded to in ny earlier question,
there's what we know in the next two quarters
is there will be two nore RGE auctions. |
guess |I'd like the utilities to entertain a
potential there for how they can use those
funds al so as one option. And what | want --
ny question is this: Should | read fromthis
norning that the utilities aren't interested
in entertaining that, or is it your view was
t he noney, the $2 mllion, is what we should
be focusing on only?

A (Gelineau) | think that what we are proposing
Is that we want to be successful. And we
feel as though a $2 nillion addition, with
four nonths left in the year -- and also to
conti nue, we need to close the existing
progranms, and just for -- you know, not
everyone may be famliar with the way these
things work. But the prograns typically do
probably 40 percent of the year's work in the
| ast two nonths of the year. So it's not a
linear thing. So it just -- it's just the
way this always works. And so the anpunt of

work that's left at the end of the year is
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significant. And so for us to | ook at trying

to spend nore than $2 mllion in 2012, it's
pr obably beyond our capacity. | wll speak
for Public Service specifically. It would be

beyond our capacity to do nuch nore than what
it is that we're proposing here.

That said, if -- you know, if it is
desired to ook to how to spend that noney
beyond 2012, | think that we could probably
wor k sonmething out in that arena. |'msure
we could. But to try to do that this year
it woul d be probably beyond our current
capacity.

Q Thank you.

CHAI RVAN | GNATI US:  Thank you
very nmuch. Appreciate your testinony today.
Wiy don't you stay where you are.

Ch, M. Linder you have a
question?

MR. LINDER: | do have a direct
foll owup question to one of Conm ssioner
Harrington's questions. But | know that
Attorney Hol |l enberg has to | eave very shortly,

and | don't want to take up tine that perhaps
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t he OCA should have to say --
CHAI RVAN | GNATIUS:  Well, in the

nor mal course, we don't do any redirect of any

sort -- | nean recross. W do have redirect
fromthe utility counsel. So why don't we go
ahead and do that first, and then -- |I'm
wlling to listen to what it is you're going

into, but don't assune that the answer is yes.
Al right?

MR, LINDER: It's just that
there's a fact that's mssing that | could
bring to the Comm ssion's attenti on.

CHAI RVAN | GNATIUS: Al right.
Let's first go to redirect.

Ms. ol dwasser, any questions?

M5. GOLDWASSER: l'd like to
take one mnute with the witnesses. And |I'm
perfectly happy if Ms. Hollenberg -- if we want
to stop so Ms. Holl enberg can present the OCA' s
position and then resune back wth redirect
after |'ve had a chance to confer with the
W tnesses very quickly to try to avoid any
questions that don't need to be asked. O we

can just go and do it. \Whatever the Chair's
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pl easure is.
CHAI RMAN | GNATIUS: I f you need
a qui ck conversation, that's fine. And maybe
M. Linder's issue you can bring out as well.
(Di scussion with counsel and w t nesses)
MS. GOLDWASSER: Thank you for
t hat nonent.

REDI RECT EXAM NATI ON

BY Ms. GOLDWASSER

Q

Wth respect to the performance incentive

t hat you're proposing, the utilities would
only earn a performance incentive if you
spend the funds consistent with the proposal.
Is that true?

(Gel i neau) Yes.

So it's not guaranteed. |[|If you don't proceed
to spend the funds consistent with the
proposal you've nade, then you won't get

8 percent on all $2 million, fromthat
perspective?

(CGelineau) That's correct.

Under the -- I'msorry. |Is there any
precedent for the Conm ssion to set a

performance i ncentive at 8 percent?
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A (Gel i neau) For the programyear 2010, the
Commi ssion had ruled that the perfornmance
incentive would be limted to 8 percent
and -- for the 2010 programyear. And that
has to do with an adjustnent that was nade at
the Legi sl ature, wherein the anount of
dol |l ars avail able for the programs was
reduced.

Q And is there any precedent for the
met hodol ogy that is being suggested by the
O fice of Consuner Advocate to limt the
performance i ncentive to 6 percent?

A (Gelineau) |I'mnot aware of a previous setup
for that particul ar approach.

Q And just a couple nore questions and we'll be
done.

The current prograns that are funded by
RGE, including those represented by
Intervenors in this docket and others, are

fuel neutral or may be fuel neutral prograns;

ri ght?
A. (Gelineau) That's correct.
Q So that's one difference, just to clarify,

bet ween the System Benefits Charge funds,
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whi ch can be sonetines used for fuel neutral
pur poses under the recent order in this
docket, but historically RG3 funds have been
used in a fuel neutral manner?

A (Gelineau) That's correct.

A (Palma) And just to clarify, in the recent
order, it was for the HPwWES program and
not hing on the commercial side on the SBCis
fuel neutral.

M5. GOLDWASSER: | have not hi ng
further. Thank you for the opportunity for
redirect.

CHAI RVAN | GNATI US: Thank you.

M. Linder, do you still have
need for a question?

MR LI NDER: | do, but I don't
have to do it in the formof a question.
There's just a critical mssing fact that is
contained in Exhibit 68, if |I could point that
out to the Conm ssion.

CHAI RVAN | GNATIUS: Al right.
Wiy don't you do that.

MR LI NDER: Exhibit 68 is a

letter fromthe Conmunity Action Agency. | am
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not saying that The Way Hone endorses this
proposal or not. But there are two critical
facts in it that pertain to the question from

t he Bench regardi ng whether the |oss of the
ARRA nmoney is really the only reason for the
inability to do the work. And the third

par agraph on the first page refers to the fact
that, since the |ate 1970s, there has been
regul ar all ocation of funds through the U S
Departnent of Energy, called the Watherization
Program That's been the main source of

fundi ng. The paragraph goes on to say that it
was averaging $1.1 to $1.3 nmillion per year.
And on top of the next page, it says the

al l ocation for 2012 is only going to be

$590, 000, which will only allow doing 91 hormes.
But they haven't even received that 2012

al l ocation yet, which they should have received
in April, and they're not even expecting to get
it until October. So they're operating wthout
any noney. And so that's why it is so
critical, in our view, that sone of the RGAE
nmoni es be allowed to be used. So | just wanted

to bring those facts that are contained in
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Exhibit 68 to the Conmm ssion's attention. And
| don't need to do it through questioning.
Thank you for allowing nme to do this.

CHAI RVAN | GNATI US:  Thank you
for that clarification.

All right. W're done with
this panel. But rather than take the tine to
have you nove back to your seats, if you
coul d just stay there.

| guess we have a few options
here. One would be, if there's any further
W tnesses to call, please let me know. If
not, then go to closing statenments and any
addi tional points that you want to nake on
your positions that haven't been brought out
t hus far through exam nation or sone of the
di scussions we've already had. 1|s there any
reason we can't go straight to cl osings?

And if that's the case, |
know, Ms. Hol | enberg, you' ve got anot her
commtment. So |I'd just as soon have you go
out of order, if that hel ps, and have you do
that first.

MS. HOLLENBERG  Yes. Thank

98
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you.

CHAI RVAN | GNATI US: Assumni ng
there's no problemw th that.

MS. HOLLENBERG | hope not.

CLOSI NG STATEMENTS

MS. HOLLENBERG  The O fice of
Consuner Advocate would just direct the
Commi ssion to the filing that we made, the
witten filing dated August 17th, which
contains our position on the Joint Uility
Proposal. W appreciate all the parties
efforts leading up to this hearing and duri ng
the day today to try and present sonething to
t he Comm ssion that was as efficient and as
easy to understand. Thank very nuch for your
acconmmodat i on.

CHAI RVAN | GNATI US:  Thank you.
And | understand that you need to go.

Wiy don't we keep with the
order we were doing before and then let the
utilities go last, as it's their proposal to
cl ose on, although we're in a funny position
where we've got kind of conpeting proposals,

al t hough one of them hasn't yet been fully
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fleshed out. So if you want to address the
utility proposal now, and then your connments
about the proposal that Jordan Institute and
others are going to nmake, you'll have that
witten opportunity. M ght be easier than
ki nd of guessing what m ght be soon to cone.
So, M. Frost, comments in
cl osi ng?
MR. FROST: Thank you,
Commi ssioner Ignatius. And thank you for the

opportunity to present this group of

100

I ntervenors' proposal at a later date. |It's an

I mportant opportunity for us all, | think. W

are generally supportive of the utilities'
proposal, with the single caveat on the
performance incentive as it applied to the
15-percent carve-out. And that's all | have.
Thank you.

CHAI RVAN | GNATI US: Thank you.

M. Coutier.

MR CLOUTIER I'Il pass.

CHAI RVAN | GNATI US: M.
Cour chesne?

MR. COURCHESNE: Thank you,
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Conmmi ssioners. CLF supports the position of
the i ntervenor group, with the exception that
CLF shares the concerns of OCA with respect to
t he performance incentive and will state them
consi stent wth the OCA's subm ssion at this
time. This is a slight change in proposals in
the witten subm ssion that CLF has provided to
date. But that change is relatively consistent
with the way the Jordan Institute proposal has
changed and the position of the intervenors has
changed as a result of all these conversati ons.
Sol wll leave ny comments at that. Thank
you.

CHAI RVAN | GNATI US: Thank you.
M. Linder.

MR. LINDER: Thank you. The Way
Hone's position is nostly set forth in Exhibit
No. 59, our letter dated August 14th. W
support the utilities' proposal. The only
question that we have with respect to the
proposal is we do support having a perfornmance
i ncentive. W just don't know what the correct
nmet hodol ogy or anount should be. But we

otherwi se fully support the proposal, and we
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enphasi ze the need as set forth in Exhibits 60
and 68 as to the need we believe for an

i medi ate i nfusion of RGE funds for the

| ow-i ncome CORE program Thank you very much.

CHAI RVAN | GNATI US:  Thank you.
Ms. Ri chardson.

MS. RI CHARDSON:. Thank you so
much. On behalf of the Jordan Institute, we
will be revising the proposal that we
previously subnmtted and submitting that back
to the Conmmi ssion next week. W'IIl be
conveni ng our group of interested parties and
i ntervenors. And we thank you very much for
this opportunity. W also want to acknow edge
t he | anguage reiterating the inportance of fuel
blind progranm ng rel ated specifically to
HPWES. But we feel that that is a fantastic
precedent-setting direction. And we're also
really delighted about the | anguage that was
proposed to conti nue sone of the progranm ng
past 2012, so that once funds are all ocated,

t hat they can be used after that. Thank you
very much.

CHAI RVAN | GNATI US: Thank you.
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M . Rooney.

MR. ROONEY: Yes. Thank you,
Commi ssioner. And | just wanted to say that I
appr eci ate your openness in this transitional
period in considering our proposal and that we
| ook forward to putting together a
strai ghtforward proposal, if possible, for next
week. And thank you.

CHAI RVAN | GNATI US:  Thank you.
M. Nute.

MR. NUTE: Yes. Thank you very
much. First of all, the CAP Agencies woul d
li ke to say that we are in support of the
utilities' proposal, wth the exception of the
i ncentives, which we could discuss in the
future. And we'll also be working with the
Jordan Institute on comng up with a plan going
forward. And again, | just thank you for
accepting our plans, too, and our letters, just
showi ng the dire need is not just the rest of
this year, but into the future with the | ack of
funding fromthe Departnment of Energy. So,
t hank you.

CHAI RVAN | GNATI US: And t he
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representation that M. Linder nade, that the
funding that's been allocated is far | ess and
has not even been received, is that accurate?

MR. NUTE: That is accurate.

CHAI RVAN | GNATI US: Ms.
Thunber g.

MS. THUNBERG  Thank you.
First, Staff appreciates the utilities' hard
wor k and the proposal, and al so the
i ntervenors' hard work at the attenpted
pr oposal .

Wth respect to the 15-percent
| owi nconme allocation, Staff supports that.
Wth respect to the allocation anong the
utilities, Staff supports that. Staff also
supports the all ocati on between 81 percent
C&l and 4 percent residential, as is in the
utilities' proposal. Staff clearly supports
the utilities' proposal, to the extent it
I ncl udes Conm ssi on-approved programs. But
Staff still has concerns about sone of the
addi ti onal portions of the program W w sh
we could offer a concrete position on that at

this tinme, but we don't, even with the
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expl anations that were of fered today.

Wth respect to conbining
funds -- it was an issue raised by
Comm ssioner Harrington -- Staff's read on
House Bill 1490's anendnent to R S. A
125-O0 23,A -- I'"'msorry -- Roman Nuneral |
we read that as requiring separate
accounti ng.

Lastly, with respect to
performance i ncentive, in the record here we
have a variety of options, which is the
zero percent, which was a precedent fromthe
original RGA nodel; 6 percent suggested by
OCA; 8 percent suggested by the utilities.
As the utilities acknow edge, the nor nal
cal cul ati on of savings goal and cost
ef fecti veness are not going to be perforned,
t hus, the performance incentive cannot be
calculated as it usually is. Staff al so
notes that the working group is working on
the i ssue of performance incentive, but that
doesn't help us for the i medi ate proceedi ng.

So, in conclusion, Staff's

position is |ike, OCA the Jordan Institute
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and DES, that Staff does not agree with the
utilities' 8-percent proposal. And Staff has
no further coment. Thank you again for your
time at today's hearing.

CHAI RVAN | GNATI US:  Thank you.
I"mgoing to turn to Ms. Col dwasser. Al so,
there are a few partici pants here who are not
formal intervenors but may want to nake a
comrent. Maybe we'll do that first.

And specifically, DES, | know
you submtted a letter, and it's in the file
as one of the exhibits -- oh, and it's just
been pointed out to ne, this just in, that
you did file to intervene, and | didn't get
that. And | don't knowif we ruled on it.

Do you know?

M5. OHLER: | thought you had.

It was filed a year ago or so.

CHAI RVAN | GNATI US: Wl |, July.
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VWell, to the extent we haven't, we'll deal wth

it. Go ahead. And | didn't nean to skip over
you. Didn't realize you were an intervenor.
M5. OHLER: No problem  Thank

you.
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CHAI RVAN | GNATIUS:  So if you
have comrents you want to nmake in closing,
pl ease do that.

M5. CHLER: | don't have any
comments in addition, other than what's in our
letter. But | do appreciate all the work done
by all sides.

CHAI RVAN | GNATI US: Thank you.
Then, Ms. ol dwasser, go ahead.

M5. GOLDWASSER: Thank you.
Very briefly. Unitil seeks approval of the $2
mllion proposal as set forth in the utilities
August 10t h plan, including the 8-percent
performance i ncentive which was di scussed
today. To the extent that the Comm ssion would
li ke the utilities to continue the RGA3 -funded
el ements of the CORE program starting on
January 1st, 2012, Unitil requests that sone
portion of those funds fromthe Septenber and
Decenber actions -- auctions -- excuse ne -- in
the range of $1 million be nade avail able for
t he CORE 2013 prograns. Unitil takes no
position regarding the use of the renmining

funds which are available as a result of the
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Sept enber and Decenber RGE auctions. Thank
you.
CHAI RVAN | GNATI US:  Thank you.
Is there any objection to striking the
identification on the exhibits?
(No verbal response)

CHAI RVAN | GNATI US:  Seei ng none,

we will do so.

|s there anything further to
do today? We'Il obviously be receiving
further filings fromthe Jordan Institute on

behal f of the collective proposal from sone
of the intervenors, and then responses to
that. | don't think we have to worry about
themformally being identified as exhibits.
They are part of the record. They carry the
sanme status. But rather than trying to
figure out nunbering as they conme in through
the mail, just get themin, and they will be
part of the record and part of our

consi deration of all of these, on the sanme
par as what we've been hearing today.

Ms. Know t on?
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MS. KNOALTON: Thank you. Wile
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Ms. Col dwasser's cl osi ng was, as she i ndi cat ed,
on behalf of Unitil, I just would like to note
for the record that Liberty Uilities joins in
Unitil's closing statenent and is in support of
it.

CHAI RVAN | GNATIUS: Al right.
Any of the utilities don't join in support?

MR. BERSAK: We're onboard.

CHAI RVAN | GNATIUS: Al right.
If there's nothing else, then we will take al
of this under advisenent. | appreciate the
efforts peopl e have been making to be creative
in an odd situati on between a coupl e of
statutes and trying to find a way to be
efficient and effective with the public nopney
t hat we have available. So, thank you for all
of your efforts, and we await the filings on
the 7th and the 14th. Thank you.

(Wher eupon the hearing was adj ourned at

3:17 p.m)
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