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PROCEED
CHAI RVAN CGETZ:

N G

Ckay. Good norning,

everyone. W will reopen the hearing in Docket DE 10-195.

And, | guess followi ng up on where we ended | ast week, we

conpl eted the exam nation of the PSNH w tnesses. And, the

next mmj or order of business would be noving onto the

City's wtness.

Is there anything we need to discuss

bef ore?

MR. BOLDT: A very mnor housekeepi ng

matter, M. Chairman. As | nentioned | ast Wdnesday, we

had gi ven sone suppl enental tables to the Ventyx

materials, and | have the correct versions that | failed

to give you Wednesday, and | apol ogize. Yes. These would

be the pages that go with that, w thout the cover sheet,

but | have Ms. Ignatius's original, but --

V5. AM DON: M. Chairman, |'mnot sure

if we have that.

MR. BOLDT: Those are the exact sane

things | gave you before |lunch on Wdnesday.

M5. AM DON:  Ckay. Thank you.

MR BOLDT: M nor housekeepi ng. And,
the Gty would call M. George Sansoucy as its w tness.
CHAI RVAN GETZ: Ckay.
{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

(Wher eupon CGeorge E. Sansoucy was duly

sworn and cautioned by the Court

Reporter.)

MR BOLDT: And, M. Sansoucy, be sure
to lean into the m crophone for the record for the benefit
of everyone.

GEORCE E. SANSOUCY, SWORN
Dl RECT EXAM NATI ON

BY MR BOLDT:

Q

o > O »

o >» O » O > O P

Wul d you state your nane for the record, sir.
CGeor ge Sansoucy.

And, do you see in front of you the blue binder?
Yes, | do.

And, if you' d open that generally, are those the
exhibits that are proffered for the Gty of Berlin
t hrough your testinony?

Yes, they are.

Cenerally, what is Exhibit 17

Exhibit 1 is the direct testinony, Cty of Berlin.
As filed in this matter back in Decenber?

Yes.

And, what is Exhibit 27?

Exhibit 2 is nmy resune.

And, Exhibit 3?2

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

Exhibit 3 is ny rebuttal testinony.

Ckay. Now, if you turn to the final page of that, |et
nme ask, are there any corrections that need to be nade
at this time to your testinony?

Yes. In Exhibit 3, my rebuttal testinony, | would like
to offer a Revised Exhibit 10.

Ckay. And, what is the purpose of that docunent?

The Revised Exhibit 10 sinplifies the cal cul ation of
what | was -- the point | was trying to make in the
original Exhibit 10.

kay.

And, it relates to the -- it nore closely relates to
Exhibit 9 in the rebuttal testinony.

And, when was that docunment created?

Thi s docunent was created i nmedi ately after we prepared
the rebuttal testinony.

In the -- was it prepared yesterday for the -- after

t he tech session?

This was prepared and forwarded yesterday
electronically, after a tech session the day --
yesterday norning, | believe, right?

It seens so | ong ago.

It does.

CHAI RVAN GETZ: Ms. Hatfield, did you

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

have sonething on this?

M5. HATFI ELD:  Yes, M. Chairman. W
were just infornmed, at roughly 9:00 this norning, that the
City was intending to revise Exhibit 10 to M. Sansoucy's
testinony. W have -- | don't believe we've seen this
docunent. |'mvery confused, and | don't nean to take up
the Comm ssion's tinme, but if | could just explain where
we think we are with respect to this docunent.

In response to the Conm ssion's
secretarial letter late in the day Friday, Staff schedul ed
a technical session for yesterday norning so that the
parties could neet wwth M. Sansoucy to ask questions
about the information that the Comm ssion determnm ned woul d
be allowed into the record. And, at that technical
session, we asked for sonme backup materials. And, we were
told late yesterday that the backup materials did not
exi st and woul d need to be created. And, | believe that
what is now Exhibit 10 mght -- | think the question that
M. Sansoucy just answered indicates that this was pulled
toget her yesterday. And, | just wanted to note for the
record that the OCA has not had tine to review this. And,
we object to the City attenpting to suppl enment and revi se
its rebuttal testinony today. Thank you.

MR BOLDT: And, | can clarify, if |

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

my, M. --

CHAI RMAN GETZ: Well, let ne just make
sure | understand. So, this is specifically with Exhibit
10 Revi sed?

MR. BOLDT: Correct. M. Chairman, this
was transmtted yesterday afternoon, about 3: 30,
electronically. There was a second page of a 2-page
el ectroni c spreadsheet that | m stakenly did not catch the
error at the top that said "Exhibit 9". That's -- if you
will note the page, | have handwitten in "Exhibit 10
Revi sed". That was in response to request -- | took it
li ke a records request nmade during the technical session
yesterday norning. It was provided to ne by M. Sansoucy
and | transmtted it over as soon as possible. It is in
hopes to give clarity to sone of the questions that were
rai sed during the tech session. And, it's at the Board's
di screti on whether that conmes in

CHAI RMAN GETZ: Well, | guess |I'm having
trouble followng. | believe the witness said this
Exhibit 10 Revised is to try and clarify sonme point he was
trying to make earlier in Exhibit 10, is that accurate?

MR BOLDT: | believe so. It mght be
hel pful to have M. Sansoucy expl ai n.

CHAl RMAN GETZ: Well, let's hold on for

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

10

a second. | just want to | ook at these exhibits to find
out if it's sonething newor if it's truly just a
clarification.

MR BOLDT: To give a little bit of
background, Exhibit 10 was the original exhibit attached
to M. Sansoucy's data request responses. It was
originally | abeled "Exhibit 1", because that was the only
exhi bit. The subsequent version revised is in follow up
to the questions that were raised that were sonewhat
confusing during the tech session yesterday. M. Sansoucy
t hought it woul d be beneficial to be clearer, and,

therefore, created yesterday afternoon this Revised

Exhi bit 10.

MS. AMDON. WMay |, M. Chairnman?

MR, BOLDT: The building blocks of it he
can explain nuch better than I, M. Chairman.

CHAI RMAN CGETZ: Go ahead.

MS. AMDON. WMay |? Thank you. As
Attorney Hatfield indicated, we did schedule a technical
session for yesterday to review certain materials that
were comng in as ruled by the Comm ssion on |ast Friday
in the secretarial letter. And, at that technical
session, we specifically requested an Excel, a working --

pardon ne, a working Excel spreadsheet, so that we could

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

11

test sonme of the assunptions and inputs into what was then
Exhibit 10 to M. Sansoucy's rebuttal testinmony. W were

told late in the day that the Excel spreadsheets were not

avai |l abl e, and that the data had to be recreated.

Now, we've been presented with this
Revi sed Exhi bit 10, which | ooks to nme, to the untrained
eye, to be kind of a hybrid between Exhibit 9 and Exhi bit
10, with sone new information. But | just want to point
out to the Conm ssion that we had asked for and were told
that we would be provided with a working Excel
spreadsheet, and we were not. So, this is new information
that we have not had a chance to examne. And, | would
concur with Attorney Hatfield' s objection to introducing
this in the record at this point.

MR BOLDT: And, we can clarify further,
if I may, M. Chairman? Wat was electronically
transmtted yesterday were two worki ng spreadsheets. One
of which was for the Exhibit 9 that is in your binder, and
one of which is for this m sl abeled "Exhibit 9", which
shoul d be "Revised Exhibit 10". That was transmtted at
approximately 3:00 yesterday afternoon. What | inforned
themat the tinme, and is still true today, is that at that
time we could not |ocate the spreadsheet for origina

Exhi bit 10. That was, he tried to recreate over the

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

12

eveni ng.

| provided paper copy of that in an
addi ti onal docunent that's not in the binders, but we
provided it to them And, electronically, ny associate, |
beli eve by now, will have sent over the el ectronic version
of that docunment. So, it's not |ike we are playing
hi de-the-ball. It is, we provided what we had as we got
it. And, | have referenced these materials | believe in

an accurate fashion.

CHAl RVAN GETZ: And, it may not be
hi de-t he-ball, but we may have a problem of find-the-ball.

MR BOLDT: | readily admt that.

CHAI RMAN CETZ: And, | think we have
this issue of, there's a statenent, there's discovery,
nore informati on comes out in discovery, and then nore
docunents that want to be introduced in the record, and
then there needs to be an opportunity to prepare cross on
t hose docunents. So, --

MR BOLDT: And, we did offer a tech
sessi on before we started this norning.

CHAI RMAN GETZ: M. Shul ock.

MR SHULOCK: 1'd like to read -- 1'd
like to read a data request that | nade of M. Sansoucy

back on Decenber 28th. It says: "Please provide al

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

13

cal cul ati ons and work papers that M. Sansoucy or anyone
at George E. Sansoucy, P.E., LLC, prepared to arrive at
the figure of $300,000 in ratepayer savings referenced on
Page 9 of his testinony, and state when each cal cul ati on
and work paper was prepared.”

These papers shoul d have been provi ded
at that tine, not the norning of the hearing.

CHAI RVAN GETZ: Ckay.

(Chai rman and Comm ssi oners conferring.)

CHAI RMAN GETZ: M. Shul ock, what was
the answer to that data request?

MR SHULOCK: It says: "Please find
encl osed Table 1, Sansoucy Exhibit A, which forecasts
gross operating revenue of the Laidlaw plant.” And, it
goes onto describe what has becone what we're discussing,
Exhi bit 9.

CHAI RVAN GETZ: Exhibit 9 or Exhibit 107

MR SHULOCK: |'msorry, Exhibit 10.

CHAI RVAN GETZ: Ckay.

MR SHULOCK: And, if | may point out, |
have a copy of the e-mail fromyesterday, and it does not
attach Exhibit 10, it only attaches Exhibit 9.

CHAI RMAN CGETZ: Ckay. Let's do this for

now. Hold off any direct or any, excuse ne, cross about

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

14

this particular exhibit. And, we need to give it sone
further thought, and we nmay have sone discussion later in
t he day about exactly how to handle this exhibit. And,
let's proceed with the direct and the cross on the other

i Ssues.

MR BCOLDT: Thank you, M. Chairman.

BY MR BOLDT:

Q

M. Sansoucy, Exhibit 3, save the |ast page, are there
any additional changes, corrections, or errata that
have not al ready been incorporated into that docunent
as you see it today?

No.

Ckay. And, does that version of Exhibit 3 correctly
stri ke through those sections and the first two
exhibits in accordance with the Board's order of | ast
Fri day?

Yes, | believe it does.

Ckay. And, frankly, on the top of Exhibits 1 and 2,
does it have a header that says that those two were
stricken over the GCty's objections?

The top of --

Exhibits 1 and 2 to the rebuttal testinony, the
original .

The rebuttal testinony.

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

Q

15

| just wanted to call the Board's attention to that.
Yes, it does.
kay. And, can you sunmmarize your testinony for the
Boar d?
Yes, | can.

CHAI RMAN GETZ: Briefly, please.

W TNESS SANSOUCY:  Yes.

MR BOLDT: Yes.

BY THE W TNESS:

A

My testinony, ny direct testinony articul ates positive
benefits of this plant and positive elenents of this
plant to -- in behalf of the Gty of Berlin and for the
City of Berlin. M rebuttal testinony directly rebuts
t he capacity -- the lack of analysis regarding capacity
and the value and cost of capacity of the plant. That
was not perforned by Staff and OCA. And, it also
rebuts the use of short-term market analysis and
suggests that |ong-term nmarket trends are very
different. 1t also rebuts the $400 million comment or
di scussion that was out there from OCA, that this plant
W ll cost nore than 400 miIlion for the ratepayers than
otherwise. |In fact, there are a wide variety of
scenarios that could occur where, in fact, this plant

woul d save 3 or 400 mllion of ratepayers' nobney over

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

16

So, ny rebuttal testinmony sunmmari zes
t hose, those beliefs and opinions, as another opinion
towards OCA and Staff that there are sone very positive
benefits and there are many scenari os that coul d occur
where this could be very beneficial financially to the
r at epayers of Public Service.
MR BOLDT: Nothing further at this
time, M. Chairman.
CHAI RMAN GETZ: Thank you. In terns of
order of cross, | was planning to turn to PSNH, then
M. Shul ock, Ms. Hatfield, and Ms. Amdon. |s there any
problemw th that order of cross?
M5. AMDON:. M. Shul ock, Attorney
Hatfield, and | agreed that Staff would go first with
respect to the cross after PSNH.
CHAI RMAN CGETZ: Ckay. M. Bersak.
MR BERSAK: Thank you, M. Chairnan.
Good norning, M. Sansoucy.
CROSS- EXAM NATI ON
BY MR BERSAK:
Q Now, as | read your testinony, you testified on behalf
of the City of Berlin regarding the econom c benefits

t hat would accrue to the Gty and to the northern

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

17

region of the state if the PPA was approved that woul d
allow the Laidlaw plant to be built, is that correct.
Yes.

Were you in the roomwhen Dr. Shapiro, one of PSNH s

W t nesses, discussed the announcenent made a week ago,
on January 21st, regarding a prelimnary agreenent to
all ow a green technol ogy conpany to collocate a
production facility on the site creating 65 additional
j obs?

Yes.

In addition to those 65 jobs, Dr. Shapiro noted, and
that are discussed in PSNH Exhi bit 10, which was an
extract fromthe Berlin Daily Sun on that day, would

t hat new devel opnent provide additional tax revenues to
the City and/or the County?

Yes, it will. The site is vacant. The m || has been
denol i shed, the Burgess MII on the site. And, to
collocate a new industrial facility, they need to build
a new building on the site and new infrastructure for
that building. That will bring in new tax revenue for
the County and the Cty due to the value of that new
bui | di ng.

When you say they're going to "build" new things, |

assune that neans that there would al so be construction

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

18

jobs created in the near ternf

Yes, there wll.

In your direct testinony, on Page 7, you testified that
"The City of Berlin believes that Public Service
Conmpany of New Hanpshire is correctly proposing and
supporting, through its PPA, a centralized wood fired
electric facility in the Gty of Berlin totaling

65 negawatts rather than purchasing Cass | RECs from
nore decentralized smaller new wood fired facilities
whi ch woul d have to be built.” Can you explain why
what you referred to as a "centralized facility" is
preferable to "small er decentralized wood facilities"?
Yes. W have been involved in the valuation and
assistance in siting a nunber of wood plants over a
nunber of years. \What we have | earned and are
continuing to learn is that the cost-effective size of
these facilities, to effectively neet the proforma and
t he revenue need, the size has noved up to a m ni nrum of
50 negawatts, and upwards of 100 negawatts. A |large
central facility, over 50 negawatts, is the trend that
we see going forward that is cost-effective. The
smal l er units cannot support their overheads. There
are fixed costs that are al nost the sane, when we | ook

at the proformas or | ook at the actual operating

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

19

results of the plant that we value. Were fixed costs
of the smaller plant are nearly simlar to the fixed
costs of the larger plants. |It's nearly the sane
| abor, same wood yard, scales, truck handling
facilities, etcetera. W are also finding that, under
New Sour ce Performance Standards, the new permts are
t he nost stringent permts in New England for new
wood-fired power plants. Mre stringent than the
smaller plants. It takes a nuch |larger plant to afford
the pollution control devices to neet the new
per f or mance st andards.

This particular plant is a good exanpl e.
It is approximately five tinmes cleaner than the
exi sting wood plants. It has the toughest permtting
standards of any plant approved in New England to be
built. It takes a nmuch larger plant to overcone those
parasitic | oads w thout inpacting efficiency. Wat we
have seen in the retrofit of pollution devices on the
smal l er plants is an i nmedi ate reduction in efficiency,
until they work through that. But there's always a
significant reduction in final efficiency because of
the parasitic | oads for pollution control devices to
neet any cl ass of RECs.

So, what we are beginning to see is

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]

20

centralized |ocation, centralized in a wood basket,
wth a nuch larger facility to handle the pollution
control devices and to handle the fixed overheads to
create a new | evel of efficiency in the burning of

bi omass going forward. As directly opposed to nuch

t hat we've heard about smaller plants |ocated in
subwood baskets throughout New Engl and. Those snall er
plants, in our view, based on what we see and the
operating characteristics of the existing snaller
plants, are not cost-effective in today's environnent.
Thank you. M. Sansoucy, according to what's been
marked as the "City's Exhibit 2", which is your resung,
you are a Professional Engineer, is that correct?

Yes.

And, | see fromyour resune that you al so have

experi ence devel opi ng generating plants, is that
correct?

Yes.

And, have any of those plants been |located wthin the
State of New Hanpshire?

Yes.

We're all aware that you al so have experience
apprai si ng and assessi ng properies for nany

municipalities within the State of New Hanpshire and

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]
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outside the state?

Yes.

In particular, as we all know al so, that PSNH has had
many dealings with you regardi ng your valuation of the
Conpany's assets, including our distribution,

transm ssion, and generation assets statew de?

Yes.

On Page 8 of your testinony, near the top, at Line 3,
you testify that "The Cty of Berlin considers the
curmul ati ve reduction factor, the right of first refusal
and the purchase option to be the uni que features of

t he PPA and of substantial benefit to the Gty of
Berlin and the North Country."” You see that testinony?
Yes.

There's been testinony fromthe Staff Advocate, M.

McC uskey, suggesting that the value to custoners of

t he Cunul ati ve Reducti on Mechanismis illusory, because
at the end of the 20 year termof the PPA the Laidl aw
facility would have little, if any, value. Do you
agree with M. Md uskey's assessnent ?

No, | do not. W have actually prepared the val ues for
this plant at the end of the PPA. That is part of our
job representing the Gty and negotiating a potenti al

tax PILOT agreenent with the Applicant, Laidlaw. And,

{DE 10-195} [Day 4] {02-01-11}
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[WITNESS: Sansoucy]
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our nodel s indicate approximately $120 mllion val ue at
the end of this PPA, using known facts that we know

today. |If the 67.5 nmegawatt portion is approved, the

nodel will go up slightly, and the value, what we cal
the "termnal value" will go up slightly, probably
anot her 10 percent, to 130 to 135 mllion of value at

the end of this PPA

We need to performthat function,
because, in our world, we need to revert that val ue
back as part of our valuation today, in order to
consult to the City on the devel opnent of a tax PILOT
agreenent. So, we believe it has substantial value in
the future. The plant will have substantial val ue.
And, that that value wll be, know ng today -- what we
know today, in the range of 120 to $135 nmilli on.
Based upon your valuation estimates for the future of a
term nal value at the end of the PPA period of
$120 million to $135 million, would that be the val ue
that's potentially available, in the event that there
were funds in the Cunul ati ve Reduction Fund, so that,
at the end of the PPA, when the Purchase Option
Agreenent was exercisable, there would be val ue that
coul d accrue back to custoners?

Yes.
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At the end of the 20 year PPA term based upon your
know edge of the industry, do you think there's likely
to be parties other than PSNH that m ght be interested
i n purchasing the facility?

Yes, there are. And, there is a very substanti al
grow ng body of funds, hedge funds, and groups | ooking
to buy alternative energy plants, of any kind. And, we
believe that Public Service will only be one of nmany
prospective individuals, conpanies or buyers that would
be interested in this plant, should Laidl aw choose to
sell it.

You're famliar with the existing wood-fired generating
plants in this state?

Yes, | am

Do you know whet her any of those plants have, in fact,
changed hands during the course of their lives, their
generating lives in this state?

Sone of the plants have changed hands a nunber of

times, to a nunber of different parties. The nost
recent being Whitefield and Henphill just sold to the
Korean National Electric Conpany, fromthe Japanese
firmof Marubeni, to now the Korean firm And, those
are just those two. CDF Suez purchased the two

Pi netree plants, for exanple. And, then, of course,
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Wiitefield was owned by Thermal El ectron, AES, a
gent | eman, an individual person, then Marubeni, a
Japanese firm and now a Korean firm

So, there appears to be a sonewhat vibrant market for
t hese renewabl e plants to change hands over the course
of their |ives?

There's a vibrant market for renewabl e plants. The
smal | er wood pl ants are, dependi ng on what state
they're in, depends on the vibrancy of the market.

So, let's suppose it's the end of the PPA 20 plus
years from now, assuming that this Conm ssion was to
ultimately approve the PPA, and it's the tine period
when PSNH can exerci se the Purchase Option Agreenent.
If there was a third party buyer out there that was

i nterested in purchasing the plant, do you think that
buyer mght be willing to pay PSNH to acquire the
purchase option and to acquire the rights that PSNH has
under the Cunul ative Reduction Fund to decrease the
ultimate purchase price of the facility fromthe owner
of the plant?

First, yes. | think there are -- will be buyers out
there that woul d be nore than happy to buy that option
and then buy the plant. Secondly, they would likely

want to pay nore for that plant, if ny inflation --

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

25

|"ve used 2.5 percent inflation. |If the quantitative
easing continues to occur in this country and the

dol lar continues to go down, with any | evel of

i nflation above 2.5 percent, the actual nom nal cash
value of this plant wll be even greater. So, Public
Service could technically nake a profit on the option.
So, fromwhat you just said, to the extent that we,
Public Service, was able to sell the option and was
able to obtain value froma third party for whatever is
in the Cunul ati ve Reduction Fund, if anything, at that
tinme, there would be value that could accrue to
custoners without PSNH actually owning the plant in the
future?

Absol utely.

In your rebuttal testinony at Page 19, you testify that
"As the ranmp-up occurs in the need for Cass | RECs,

t he amount available will quickly hit the wall and the
prices wll substantially advance.” Do you see that

st at enent ?

Yes, | do.

What do you nean?

VWhat | nean by that statenment is that, at this tinme we
are in the infancy of a regi on-w de renewabl e program

And, RECs cone in and out of the nmarket, and in any
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gi ven quarter, any given nonth, they fluctuate
substantially in price. As the |aws and the ranp-up
occurs on the percentage of RECs that are required,
i.e., the percent of renewable energy that's required
to be purchased by the | oad-serving entities, that
elastic is going to very quickly stretch to its end,
where the | owhanging fruit of RECs that are out there
and avail abl e gets consuned. And, then, as we sit here
today, nothing is being built. Very, very little real
REC qualifying Cass | capacity is actually being
constructed. And, this is one of the few plants that
can actually be shovel -ready. There is a |ot of

di scussion, a | ot of queue activity, a |lot of
permtting, a lot of siting, and then a | ot of projects
bei ng canceled. But very little is actually being
built that is going to be able to be applied to the
Class | RECs. And, very quickly, it's ny belief that
we're going to hit a point where we have no RECs and
the price is going to go up to the alternative
conpl i ance paynent. It will cone hard and sl ow as we
ranp up. One, two, three, four percent of any of the
| oad-serving entity's load is a lot. W need
approximately 30 mllion RECs by 2025, in New Engl and,

at 1SO s projection of New Engl and wi de el ectric sales,
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and the State's requirenments. Thirty (30) mllion RECs
is alot of RECs. It's a lot of negawatts and a | ot of
RECs. | do even calculate that in ny testinony that
we're | ooking at sonething in the order of

15, 000 negawatts of wood plants of -- not wood, but of
w nd, sone 4,000 negawatts of wood, 7,500 w nd
turbines, it's going to be very difficult to permt
this level in the period of tinme we're tal king about.
So, | think the dass | RECs, while currently avail able
and cheap, are going to very quickly becone desirable
wWithin the next five to eight years and hit the
ceil i ngs.

In your rebuttal testinony, you discuss the Renewabl e
Portfolio Standard | aws in ot her New Engl and st ates,

i ncl udi ng Vernont, Massachusetts, Rhode | sl and,
Connecticut, and Maine. There's been testinony, which
you' ve probably heard and which you've read fromthe
Staff and Consuner Advocate, raising concerns that New
Hanpshire's RPS | aw requi renment m ght not conti nue past
the year 2025. Are you famliar wth that testinony?
Yes, | am

Wul d you consider an RPS | aw that requires

23.8 percent of the state's energy to be fromrenewabl e

sources in one year, and zero the next year, to be a
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stable, long-termpolicy?

| don't believe that is the long-termpolicy. It's not
stable, obviously. And, | don't think that was the
intent. | think there was just an oversight, in that
many of the other states, and they |list the year, at
the end of the programthey put "thereafter", the
nunber of RECs, the year, and then the laws will say
"thereafter”". And, | think that, as M. Long pointed
out, there are many other parts of that |aw that he
interprets as a layman to suggest that no one thought
that this would just go away and we would all of a
sudden shut down the w nd plants and the wood pl ants
and woul d not have an RPS st andard.

Do you know whether those RPS |aws in the other New
Engl and states have that "thereafter"” term so that
they will continue indefinitely?

My recollection is, each one of themthat is currently
witten has the "thereafter” termin it, with the
exception of New Hanpshire, subject to check on each
one. But ny recollection is they do.

Supposi ng notwi thstanding M. Long's view of the
Renewabl e Portfolio Standard, and we reach the end of
year 2025, and, for whatever reason, New Hanpshire

hangs up the "M ssi on acconplished" banner, and that's
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the end of RPS in New Hanpshire. So, we no | onger have
any need to have RECs to serve |load within the State of
New Hanpshire. Wuld there still be a market for RECs
t hat PSNH nust acquire under this PPA to service the
needs of ot her New Engl and states?

The ot her New Engl and states will have a market in the
hypot heti cal that New England -- that New Hanpshire
drops off the cliff. Also, it may be that the price of
electricity may very well be conpetitive with the price
of Laidlaw. Laidlawis fixing prices. |If we have any
| evel of inflation, these prices are going to be very
conpetitive with or without a REC by 2025, if there's
any level of inflation over 2.5 percent. So, there

w |l be a market outside of New England -- outside of
New Hanpshire, but there also may be that Public
Service may want to continue to purchase, with or
without a REC, the electricity, because all of the
conponents of that contract nmay be very cost-effective.
On Page 32 of your rebuttal, you provided testinony
concerning the viability of neeting Cass | REC

requi rements with wind generation. 1In Staff's and

OCA' s testinony, the Laidlaw PPA is conpared
unfavorably with a PPA that PSNH has with the Lenpster

Wnd facility. Are you famliar wth that testinony?
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Yes, | am

Are you also -- are you famliar with the Lenpster W nd
facility itself?

In general, yes.

I n your testinony, on Page 38, you actually have

testi nony regardi ng conparisons of the Laidl aw bi onass
facility and the Lenpster Wnd facility, is that
correct?

Thirty-eight?

| believe so. O course, it depends which revised
version of your testinony, the docunent pages m ght
have changed. Let ne just ask the question
differently. D d you discuss in your rebuttal

testi nony conparisons of the Laidl aw and Lenpster
facilities?

Yes, | did.

kay.

And, --

Are the risks that are borne by a devel oper of a

bi omass plant, the sanme as the risks that are borne by
t he devel oper of a wind facility, such as Lenpster?
No. The risk profile is conpletely different between
the two types of plants. And, the risk to the

ratepayers is conpletely different. Wat we know about
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wood is wood is a nmature technology, it's a very high
capacity factor, and it produces all of the ancillary
requi renents of electric generation. It produces
capacity, it produces electricity, it produces
kilovars, it can produce frequency control, and it can
do so with very little variability.

What we know about wood -- | nean, w nd,
whi ch creates the reason that you cannot conpare w nd
to wood. Wod is nore valuable than wind. Wnd is
intermittent. It's a true intermttent resource. W
get the wind -- we get the electricity when it bl ows,
but there is a huge hidden cost in wnd that no one is
tal ki ng about. And, that is that wind has to be backed
up with capacity. It only offers between 5 and
12 percent capacity, rated capacity of the rated w nd
facility, in terns of real capacity to the I SO and to
t he Conpany. So, wind has to keep or has -- the
Conpany, the | oad-serving entity has to keep ot her
capacity on line in order to support a wind contract.
And, wind is inpossible to predict, that wind can
provi de capacity and energy during peak periods of
tinme. You'll get it when the wind blows. But, if it's
a hot day or a cold day, generally, the wi nd doesn't

bl ow. And, you cannot rely upon it for the use -- for
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a capacity machine. It is also parasitic. Wnd
requires capacity on the grid. It requires kil ovars.
It requires frequency control.
Too much wind will destabilize the grid,

as we saw in Texas. To put this many -- and, it's
really the 800-pound gorilla in the room the w nd
question. Because, in order to get this many RECs,
you're either going to do it with wind turbines or
you're going to do it with a wide variety of other

t hi ngs nmuch slower. And, you need to have stable
transm ssion, stable capacity, to back up this w nd
facility. So, wnd is not as val uable as wood under
any circunstance.

Based on that testinony of the differences between w nd
and bi omass generation, which you just provided, do you
bel i eve that a conparison between a PPA for a
wood-fired plant and a PPA for a wind facility is

r easonabl e?

It's not reasonable. The only conparison you can nake
Is that, if wnd costs X; wood is X plus sonething.
Wod' s nore val uabl e than w nd.

In what you have attached to | believe it's your
rebuttal testinony, unfortunately, we also use the term

"Exhibit" there. There's an "Exhibit 9", not to be
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confused with what's been marked as exhibits for this
proceeding. But there's an exhibit attached to your
rebuttal testinony, which is marked as "Exhibit 3".
The caption on that -- it's a spreadsheet. And, the
caption on the top says "Laidlaw Berlin Bi opower PPA
and Market Price Forecast"”. And, there's sonething

there which | amnot quite sure that | understand. You

have col ums there that say "with carbon", "wthout
carbon". \What does that nean?
What that neans, |'mon Exhibit 9 in ny rebuttal

testi nony, towards the end, it's the actual "Exhibit

9", not the Revised 10 or anything. Wat |'m conparing
there, and the point that I'mtrying to nake, on behalf
of the Gty, is that this entire analysis, OCA s
analysis and Staff's anal ysis, neglects or doesn't talk
about the fact that there is still the 800-pound
gorilla in the roomcalled "carbon". Carbon

|l egislation is off the table currently at the federal

| evel, but it is by no neans gone. |If we eventually
enact sonme form of carbon tax in the United States,
then there is an i mredi ate change in the price of
electricity. So, what |'ve tried to do in Exhibit 9,
in one of the itens in Exhibit 9, is to show a forecast

wth and wi thout carbon. Cbviously, w thout carbon is

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

34

what we're doing today for the nonent. But the nonent
that we do have carbon, and we use a reasonabl e
forecast for carbon, in this case, the forecast com ng
fromVentyx, it imrediately indicates that the current
PPA with Lai dl aw becones very cost-effective against a
car bon-constrai ned environnent and carbon-constrai ned
world. This actually acts as an excell ent hedge

agai nst a carbon-constrained electric environnent.

And, the price with carbon imedi ately |evelizes within
nearly the first one to three years of carbon

| egislation. The price of electricity and all its

ot her conponents imedi ately goes up to about where the

Lai dl aw contract is without carbon today. So, it's an

area that's not been discussed. |It's put on the shelf
for the time being. | don't think it's off the shelf
in the long run. | conpletely agree with the Conpany

that it's the direction we're going, into a green
direction for electricity. | see it everywhere in the
United States where | work, whether it's California,

M chi gan, Chio, Maryland, that it's in everybody's --
it's on everybody's radar screen. So, we seemto have
| ost sight of the fact that this contract, with its
fixed costs, not only is a cost-effective contract, but

an excell ent hedge against the price of electricity in
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a carbon-constrai ned environnent.

In that sane Exhibit 9 that's attached to your rebuttal
testinmony, if we just look at the first real nunmber on
the top left of the chart, which is in Row 1, Columm C,
it says "Total Laidlaw Paynent (dollars per
megawat t - hour)". If we wanted to know, for the year
2014, not what it was per negawatt-hour, but what we
expect the cost to be of the Laidlaw PPA for the entire
year, would you need to have an estinate of how many
megawatt - hours the plant was going to produce?

Yes.

To do that, would you need to know the total installed
capacity of the plant?

Yes.

And, woul d you have to assune sone capacity factor as
what percentage of the tinme is it actually generating?
Yes.

And, you'd probably have a good idea how many hours
there are in a year?

Yes.

Based upon the nunbers that you are famliar with for

t he Laidl aw plant, do you now have an idea ofo

approxi mately how many negawatt-hours it's expected the

plant wll generate in a typical year?
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Yes. | think, at the 67.5 negawatts, this plant's
going to generate a half a mllion -- 500, 000
megawat t - hours, a half a mllion -- billion kilowatts,

500 mllion kilowatts in the course of a year.
So, if you wanted to take this figure that's on your
chart, the $144.08 figure, which is in dollars per
megawat t - hour, and conme up with dollars per year, you
would multiply that tinmes your 500, 000 negawatt - hour
expect ed generation and cone up with sone nunber?
Yes.
Thank you. In your rebuttal testinony, you state
"There is no secret that a PPA is necessary in today's
environnent to finance this project.” Wy?
Because.
Oh, okay.

(Laughter.)

BY MR BERSAK:

Q
A

Can you el aborate on that?

Certainly. At this tinme, the days of market-based
financing and nmarket-based plants are over. | think
everybody knows that sonme enornous nunber, 80 percent
of the existing fleet of power plants has been through
some form of bankruptcy in New England fromthe days of

deregulation to now Wth the tightening up of the
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banki ng system it is nearly inpossible to do any form
of financing of any type of power generation facility

i n New Engl and wi t hout a power purchase contract and a
fi nanceabl e power purchase contract. Either it is
acconpl i shed as a bal ance sheet froma | arger conpany
for market purposes or it is done wwth a PPA. There
are no |l onger short-term market-derived financing being
of fered and being conpleted in the industry right now.

So, anything that's going to be built
has to be -- sonehow has to have an of f-take agreenent
froma creditworthy | oad-serving entity or utility in
order to gain financing. The banks have tightened up
to the point where they don't even take risks on market
fluctuation of any of the three conponents. There has
to be no risk in the fluctuation, market price
fluctuation of fuel and electricity, capacity or REGCs.
It's, in part, due to the current glut of capacity that
we have, the current nethod of capacity pricing that we
have.

The unusual reduction in the price of
natural gas with this Marcellus shal e bubble that is
com ng through the system as we speak. And, the RECs
in this infancy, the early RECs, they are fluctuating.

They're going fromvery | ow val ues, up, down, and
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they're fluctuating. And, these type of fluctuations,

I n today's environnent, bankers won't go near this
stuff. They are being scrutinized by the Feds nore so
t han ever, after the, you know, the last -- the crash
of "08/'09. So, they're not taking chances. So, if we
are going to construct REC -- brand new O ass | REC
facilities in New Hanpshire or New Engl and, they have
to be married to a PPAwith a |l oad-serving entity.

The Staff Advocate has filed testinony indicating that
the PPAin its present form should not be approved by
the Conm ssion. The Staff Advocate goes on to nake
certain recommendations for changes to the PPA that the
Conmi ssi on should require as conditions for approval.
Are you famliar wth those recommendati ons i ncluded at
the end of M. MO uskey's testinony?

I n general, yes.

I ncluded in those recommendati ons are the
recomendati on that the Comm ssion's approval should be
conditioned on a change in the energy pricing so that
energy prices are based on the |1 SO hourly spot narket
price with a floor price. Are you famliar with that
recommendat i on?

Yes, | am

I n your opinion, if such a recomendati on was i ncl uded
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as a condition to approving the PPA, would the project
be financeabl e?

If the market price of electricity is allowed to fl oat
with the 1SO daily market prices, as a risk factor,
that will kill this PPA. That will kill the
financeability of this plant, that item

The Staff Advocate al so recommends that the pricing for
capacity should be set on the actual |SO Forward
Capacity Market prices. Are you famliar with that
recommendat i on?

Yes, | am

In your opinion, if the Conm ssion inposed that
recomendation as a condition to its approval of the

PPA, woul d t he PPA be fi nanceabl e?

If the -- if the price is allowed to float with
capacity, then that also will kill the financing of the
PPA or it will individually kill the financing of the

PPA. Capacity needs to be fixed in a fashion that's
visible to the bankers.

Simlarly, the Staff Advocate recomends that the PPA
shoul d be anended, such that PSNH is obligated to
purchase no nore RECs than it needs to neet the RPS

| aw s obligations. Are you famliar with that

reconmendat i on?
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Yes.
In your opinion, if the Conm ssion inposed that
recommendation as a condition to its approval of the
PPA, woul d the project be financeable?
If the RECs are limted to a unknown anmount of RECs
bei ng purchased in any given year, then that wll kil
t he financing of the PPA, because of its uncertainty.
And, | would like to draw the Conmm ssion's attention
for its own review of the M chigan system under Act
295, the very successful, much |larger RPS Program
10 percent of the total electricity in Mchigan. That
rollout, we had worked on that for the M chigan
Environnental as an expert witness. |t has been a very
successful rollout of a massive RPS nulti-billion
dol lar program They contract for the total REC, and
the REC has energy, capacity, and REC prices in it on a
fixed price. And, the Mchigan Public Service
Conmi ssi on approves each fixed price contract, so
there's no uncertainty for the devel opers once the REC
s fixed.

Internally, they will put some in the
PSCR, put sone in the transfer price, and put sone in
the REC pricing. Internally, under the Power Supply

Cost Recovery, they wll put the Locational MNarginal
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Price each day, each hour, but they nake it up
internally in any given year on the REC. The RECis a
fixed price. The balance of the activity, for exanple,
is strictly where the noney goes for ratenaking
pur poses.
So, here is a nuch | arger programthan

New Engl and, with fixed REC prices in order to provide
for financing. So, any one of the three that's not
fixed in this environnent will kill this contract, the
PPA.

Q And, is it correct to say that, if financing is not

avail able, that the project wll not get built?

A There is no project without financing. This is not

going to be built with 100 percent equity cash.
MR. BERSAK: Thank you, M. Sansoucy.
Thank you, M. Chairman. | have no further questions.

CHAI RMAN GETZ: Thank you. Ms. Am don.
M5. AM DON. Thank you. Good norni ng.
W TNESS SANSQUCY: Good norni ng

BY Ms. AM DON:

Q Is it fair to say that your resune was not attached to

either the direct or the rebuttal testinony?

A | don't renenber if it was or it wasn't.

Q Woul d you accept that this is being offered as an
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exhibit today, and that it was not part of either your
direct or your rebuttal testinony?

"1l accept that. | don't renenber if it was or it
wasn't.

And, when you | ook at your resunmg, which is GES-2, at
the lower |eft-hand corner it says "Rev. Cctober 2008".
What does that nean?

That's this particular revision date, rev. date.

So that this resunmeé is revised as of Cctober 20087
Yes, it is.

Ckay. And, if we go to Page 9 of your resunmg, at Item
100 it says "City of Nashua, New Hanpshire", and the
final sentence there is "Valuation of Pennichuck Water
Conpany and consulting services for em nent donmain
taki ng of the water conpany.”

Yes.

Are you the sane George Sansoucy who testified in
Docket DE 04-048?

Yes, | am

Al right. Thank you. M. Bersak referred to PSNH
Exhibit 10, which is an article fromthe Berlin Daily
Sun. Did you read that article?

Exhibit 10? Do we have the --

That's the article that says -- entitled "G een conpany
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Interested in locating on former mll site".

| don't know if I've read the Berlin Daily Sun article.
|'ve been actually quite aware of the activities
related to the green conpany.

And, do you agree that -- with the article that it says
"a prelimnary agreenent to allow a green technol ogy
conpany to co-locate" at the Laidlaw facility?

| ' ve been advised by Laidlaw that there is a
prelimnary agreenent.

Right. So, would you agree that that's not a final

agr eenent ?

| would agree it's not final, that's right.

And, M. Sansoucy, do you know the nanme or nature of

t he business of this entity that has a prelimnary
agreenent for collocation?

Yes, | do. But I don't knowif it's still confidential
or not.

And, insofar as that goes, have you had an opportunity
to review the work papers devel oped by Dr. Shapiro
related to her assessnment about the additional jobs
made avail able by this unidentified new green

t echnol ogy conpany?

| have not reviewed in detail the work papers rel ated

to the new proposed conpany.
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Have you revi ewed any wor k papers?

' ve scanned them but | have not reviewed themin
detail.

kay. In light of all the benefits the Gty has stated
it will receive fromthis Project, what is the Gty
contributing to the Project?

The first thing the Gty is contributing is a tax PILOT
agreenent. And, a tax PILOT agreenent is a negotiation
that allows for the stabilization of taxes separate
fromthe tax rate for the Conpany, and for the City.
Usually, it's a negotiation, and usually it represents
sone | evel of conservative estimate of prospective

t axes goi ng forward.

The second thing the Cty is offering in
this deal is they are offering to work very closely
with the Water Departnent and the Conpany to provide
for cost-effective purchase of a significant anmount of
water. And, they are also | ooking at the
cost-effective purchase of a significant anount of use
of sewer, by potentially studying and redoing their
sewer rates to reflect the anount of sewer water com ng
i n.

The Gty is further providing access to

the -- through its easenents through the Goebel Street
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Substation to get this power out of this facility.
And, the Cty supports the land and the -- and the site
with its road systens, etcetera.

Q Did the City consider purchasing any output fromthe
facility at contract prices?

A Has it or will it?

Q Well, has it considered it and will it purchase out put
fromthe facility at the contract prices in the PPA?

A At this tine, | don't believe that that is a key --
that that's a major consideration of the City.

Q And, each of the elenents that you described, | think
you describe the wllingness of the Gty, but there's
nothing final, is that correct?

A No. It doesn't get finaled until everything gets
fi nal ed.

M5. AM DON: Thank you. M. M uskey
has sonme questions for this wtness now.
MR McCLUSKEY: Good norning,
M. Sansoucy.
W TNESS SANSQUCY: Good norning, M.
McCl uskey.
BY MR M CLUSKEY:
Q | guess |I'd just like to go over sonme responses that

you gave to M. Bersak this norning. | believe, in
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response to a question about the potential market val ue
of the plant after the end of the PPA term you
i ndi cated that you have prepared val uations of the

plant in the period after the 20-year term has ended?

Yes.
And, | think you said valuations "ranging from 120 to
135 million", is that accurate?

| said that the current valuation is 120 mllion. And,
if we go to the 67.5 nmegawatt, because the val uations
were prepared at the | ower negawatt capacity, if we go
to the 67.5 negawatts, there will be at |east a

10 percent to 15 percent increase in that val ue, which
will bring it up to the $135 mllion range.

And, was that information highlighted in your direct
testi nony?

No. That's part of the work that we have done for the
t ax agreenent.

And, was that information highlighted in your rebuttal
testi nony?

No.

Even though the Staff testinony highlighted the
uncertainty regardi ng the value of the plant, you did
not care to share that information with the Conm ssion

I n your rebuttal testinony?
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| did not. | stated what | stated, which is this plant
w |l have value, in ny opinion, this plant will have
value at the end of this PPA. And, that ny job in
managi ng the tax values of all of the power plants in
the City of Berlin, every year we cal cul ate a residual
val ue for every one of the power plants, as part of the
reversi onary conponent of the value that we use for our
tax value. This is true in Berlin, Bow, New ngton, and
the other communities we work in.

Okay. Thank you. Myving onto a different issue. Wen
you were discussing the energy pricing in the PPA with
M. Bersak, did you say that those prices wll rise at
a 2.5 percent inflation rate?

Yes. W've used 2.5 percent inflation fromreal to
estimate our power prices.

My question is, with regard to the actual energy
pricing in the PPA, is it your testinony that the
prices wwll actually rise at a 2.5 percent rate?

Not in the PPA. The PPAis fixed. The fuel escal ation
Is estimated to rise, and | think everybody has used
2.5 percent. The RECs are estinmated to rise with
inflation, | think everybody used 2.5 for that price.
But the conparative energy prices that we have used,

wth and without carbon, we use 2.5 percent. So, it
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all -- it all matches, so to speak, the exhibits and
t he docunents that everyone has used.

Is it your position that the energy prices in the PPA
are fixed?

The energy prices in the PPA are essentially fixed,

yes.
"Essentially". Wat does "essentially" nean?
Well, they allow for the wood fuel to nove up and down.

Once the fuel noves up and down, the fuel is paid for
the residual portion of that energy price. That the
energy price pays for the fuel. And, once the fuel is
paid for, the residual is all that's left for
operations. If you run it out at 2.5 percent, if you
actually run that out for 20 years, which we have done
i n our tax valuation, the anount remaining in the
energy price to run the plant is essentially fixed.
kay. My question is, will the energy price track the
actual cost of fuel or is it a fixed energy price?

No, it tracks the actual cost of fuel in the fuel
adj ust nrent cl ause.

So, if actual fuel prices vary over the 20-year term
the energy prices will vary as well, correct?

Only to the extent that the fuel varies.

Correct. So, you would agree then that the energy
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prices are not fixed?

The energy prices are essentially fixed, because you' ve
only got a fuel -- a fuel adjustnent clause. You don't
make any noney on the fuel. And, it |eaves you with a
remai ni ng anount of energy that's essentially fixed.

So, this conmpany has to run this plant and is offering
torun this plant at essentially a fixed energy price
to pay its bills.

So, you know, we can call it a |ot of
different things. |It's essentially fixed, the way this
contract is witten. And, the fuel is passed through
above the -- whether it's going to be $30 or $34 a ton.

MS. HATFI ELD:  Could M. ©Md uskey use

t he m crophone pl ease. Thank you.

BY MR M CLUSKEY:

Q

Ckay. M. Sansoucy, would you agree then that, if
there is significant volatility in the fuel prices,
then there will be volatility in energy prices in the
PPA?

Yes.

Thank you. You responded to a question from M. Bersak
regardi ng Lenpster, correct?

Yes.

Have you -- are you aware of the prices under the
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Lenpster contract?
| amnot intimtely aware of the prices under the
Lenpster contract. |'maware in the general range, but

I"'mnot intimately famliar with all the details of
that contract.

Coul d you explain to ne how you are generally aware of
the contract?

There's been di scussion about the Lenpster contract

t hr oughout these proceedings. And, |'ve absorbed that,
so to speak. 1've read the docket. But | don't know
all the details of that, the finite nunbers.

Are you aware that the Lenpster prices continue to be
hel d confidential at the Conm ssion?

My understanding is they are confidential at this tine.
And, they won't becone avail able until PSNH reports

themin their FERC Form 1 for the year.

So, --
The first year they will report the next year, and then
everyone W ll see the Lenpster prices.

So, there should be no general discussion of the
prices, you would agree, anong the parties?

No. | think there has been a significant anmount of
bantering back and forth as to what the price range of

that is, and howit's tied to Lenpster.
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Ckay. Could you tell nme what the -- this general price
range is for Lenpster?

My understanding is that it's in the range of 11 to 13
cents a kilowatt, in round nunbers.

Is that a | evelized nunber?

Yes, | think it was levelized. But | don't know for
sure. | do not know the exact anpunt. |'mj ust
answering your question on what the banter has been.

So, the nunber was 11 to what?

11 to 13 cents. And, then, there's been discussion
that it is tied to the LMP, a portion of the price is
tied to the LMP. The question M. Bersak referred to
Is conparing it to wind and tying it to a fluctuating
LMP. M understanding is Lenpster is tied -- a portion
of Lenpster is tied to the LM.

So, your comrents in your testinony regarding Lenpster
are made w thout any detail ed understandi ng of the
prices in the Lenpster contract?

My contract -- ny coment is in direct rebuttal to your
suggestion that this, this contract, the Laidl aw PPA,
should or could be simlar to Lenpster, where it's tied
to sonme other indicator, such as the LMP, and it's tied
to market prices. I'mdirectly rebutting Staff and

OCA' s testinony that it be tied to market prices. |If
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Lenpster is intimately tied to nmarket prices, | would
strongly urge that this Conmm ssion not consider that as
a viable, financeable alternative. Nunber one.

And, nunber two, | don't think you
shoul d conpare Lenpster. | think Lenpster should be
off the table, wind should be off the table, because
this is a very, very different fuel and capacity
machine. This is better than any wi nd machine w ||
every provide to the State of New Hanpshire. So, it
shoul dn't be even considered by Staff or OCA
Thank you for that advice. 1'Il take that under
advi senment. Thank you. Turning to your direct
testinony, Page 9. The sentence that begins on Line
17, would you mnd just reading that into the record
pl ease.

"More specifically, under a carbon constrai ned, high
capacity cost market in the future, this plant could
save rate payers of New Hanpshire up to $300 mllion
over 20 years, should this PPA be approved, and the
plant built."

Okay. Now, did | hear you say earlier that the range
is now "300 to 400 mllion"?

Yes.

You did. And, what's the -- what's the basis for the
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"400 m I lion" nunber?

The Revised Exhibit 10, if you do a sinple cal culation,
usi ng the higher capacity and using the information
provi ded on Exhibit 9 only, and the forecasted narket
price w thout capacity, the Laidlaw contract, 500, 000
nmegawat t - hours, and the price with carbon. The

exi sting contract and the price wthout carbon, this
contract will generate approximately $1.65 billion in
gross revenue. And, with carbon constrained at the

hi gher capacity, this contract will generate
approximately 2.07 billion, or 420 mllion nore, in a
car bon-constrai ned environnent, the costs would be,
therefore, the savings to the ratepayer woul d be about
420 mllion at the proposed capacity.

M5. AM DON: And, just for the record, |
just want to rem nd everybody that the so-called "Revised
Exhibit 10" to M. Sansoucy's testinony is not in the
record at this point. Thank you.

MR BOLDT: But, for the record, M.
Chairman, | believe the Staff Advocate has opened the
door, so that I would now ask that it be fully accepted as
an exhibit.

M5. AMDON:. If | may, just one comment.

CHAI RMAN GETZ: One second pl ease.
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(Chai rman and Comm ssioners conferring.)

CHAl RVAN GETZ: Well, first of all, it's
not an issue yet of admtting it into evidence. |It's been
mar ked for identification, and we've held off whether
there should be direct and cross about it for the tine
being. But, as | understand this docunent, doesn't seem
to be so nuch a revision to Exhibit 10, as it takes
several colums from Exhibit 9, and it seens to be what,
in Exhibit 10 Revised, is Colum C, D, and E, is
Exhibit 9's Colums C, D, and E. And, those nunbers seem
to be consistent all the way down through year 20. And,
then, Colums F, G and Hin the new docunent are
mul ti plying each of Columm C, D, and E by 500, 000
megawat t - hours. Which, in cross by -- devel oped by PSNH
appears to be M. Sansoucy's view of what the output of
the plant is going to be. So, it's a fairly
strai ghtforward cal cul ati on.

So, at this point, you know, | just want
to make this observation, based on your comments, M.
Am don, at this point I'mseeing -- |I'mhaving a tough
time seeing what's objectionabl e about this, even though
it does raise an issue that, as an exhibit, --

M5. AMDON. Well, may 1? W haven't

seen it until this norning. But what | was concerned
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about, in this particular exam nation, was M. MO uskey
was asking for the basis for his conclusions, and the
Wi tness imedi ately referred to this revised exhibit,
whi ch the Commi ssion had issued a ruling on earlier. And,
I was concerned that he would continue to rely on this
exhi bit, which has not been exam ned by Staff, in
propoundi ng his answers. Thank you.

CHAl RVAN GETZ: All right. W wll
continue with the cross-examnation. W'IIl rule on the
i ssue | ater.

MR M CLUSKEY: Thank you.

BY MR M CLUSKEY:

Q

M. Sansoucy, this estimate of 300 m | lion under-market
val ue, as opposed to above-narket val ue, on Page 9 of
your direct testinony, | believe it's been established
that there was no schedul es or exhibits attached to
your direct testinony supporting this nunber, is that
correct?

Yes. That's correct. There was just one table, which
was the "Exhibit 1" in the data responses. But there
was nothing attached to the direct testinony, that's
correct.

Thank you. Nothing attached --

That's correct.
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Q -- to the direct testinony?

A Yes.

CHAl RVAN GETZ: Well, gentlenen, we're
going to have to have one speaking at a tine. Let
M. Md uskey finish his question, or else M. Patnaude is
not going to be able to record all of this in the
transcript.

W TNESS SANSCUCY: Yes, your Honor.

BY MR M CLUSKEY:

Q Okay. And, in response to the filing of this direct
testinmony, you did receive a discovery request fromthe
Wbod | PPs asking you for the basis of this $300 mllion
calculation, is that correct?

A Yes.

Q And, you provided an attachnent to that response, which
is now "Exhibit 10" to your rebuttal testinony, is that
correct?

A Yes. The old Exhibit 10.

Q Ckay. So, as Attorney Am don said earlier, that I
bel i eve the Comm ssion issued a letter on Friday
scheduling a technical session for the parties on the
attachnents to your rebuttal and various other
docunents that were provided relating to the Ventyx

nunbers, is that correct?
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Yes.

And, we did, in fact, neet yesterday. And, would you
agree that the focus of that discussion was on
Exhibits 9 and 10 to your rebuttal testinony?

Yes.

In fact, and probably we di scussed not hing el se but

t hose exhibits, is that correct?

Yes.

And, the majority of the probing in that tech session
was essentially to understand the nunbers in Exhibit 9,
where did they cone from what did they represent, and
how the dollar figures in Exhibit 10 were cal cul at ed,
I's that correct?

Ni ne and ten, yes.

Ni ne and ten, that's correct.

Yes.

And, before we get into the details of Exhibit 10, you
were asked to provide an el ectronic spreadsheet that
supported the dollar figures shown in Exhibit 10, is
that correct?

Ni ne and ten.

kay, nine and ten. And, you said that you woul d get
in touch with your office and send the spreadsheet to

the parties, is that accurate?
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Ri ght, for both exhibits. That's right.

Ckay. And, did you actually send that spreadsheet?

W sent the spreadsheet for 9. W were not able to

| ocate a separate spreadsheet for 10. And, upon
addi ti onal research, 10 had nultiple separate

cal cul ati ons goi ng on and nothing was conbined in a
singl e spreadsheet. There were ot her anal yses of which
were brought in today and provided to you. But there
was no one single spreadsheet that created 10. They
were inputs. According to ny office, they were actua
-- they actually inputted the table manually.

They inputted the table manual | y?

The final Table 10 was an input table. And, there were
subi tenms, subinformation that was provided to you that
created sonme of the cal cul ati ons.

So, did you say that you actually had a spreadsheet
which is drawi ng from ot her spreadsheets?

No. There was no one single spreadsheet that created
the original 10. GCkay? They were different cases that
we were working on. M office inforned ne that there
wasn't a single Excel spreadsheet like 9. N ne (9) is
a single spreadsheet. There were different other input
tabl es that we discussed on yesterday at the tech

session. And, we brought those in today for you as
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part of the support for the original Exhibit 10.

Ckay. Thank you.

There are pieces of 10 that | have not been able to --
one colum in 10 I have not been able to find the
actual calculation sheet for. The crux of the original
10 was to cone up with the difference in total
potential market price as a benefit of how nuch it
could be -- how nuch the PPA could be under narket, --
I f you could hold --

-- which was the 300 mllion.

Yes. I'Il get to that issue. [1'll get to the details
of the exhibit in a nonent. But we're just trying to
determ ne why we didn't receive the spreadsheet. And,
| think you' ve explained that. So, now, let's turn to
Exhibit 10. You know, it's got several columms, which
we'll try to understand through this cross-exan nati on.
But am | correct in saying that, in essence, what you
are doing in this exhibit is you are, first of all,

Col um B, what you call the "Base Case", is essentially
a calculation of the power costs that PSNH wi || i ncur
under the PPA, is that correct, on an annual basis?
That is correct, to the extent that it's ny base case.
Ckay. You're base case?

That's right.
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Ckay. And, then, | believe what you're doing is, you
are saying, "if PSNH purchased this power, it wll
avoi d purchasing the three products that are purchased
under the PPA, it will avoid purchasing those products
in the conpetitive market." And, you are attenpting to
cal cul ate what the value of those market purchases are.
And, then, you take the difference between the two, and
determ ne whet her the Laidlaw contract is above or

bel ow market. |Is that, in essence, what you're doing?
Essentially, that's correct, based on certain

assunpti ons.

Ckay. And, in terns of calculating or estinmating the
-- what | termthere the "avoided cost", the cost of
buyi ng these products in the nmarket, | believe you've
got three colums, C D, and E, which estimate those
nunbers under different scenarios or end prices, is
that correct?

Are you in the old 10, new 10, or 97

|"min the Exhibit 10. The other docunent is not yet
open for discussion.

Okay. Al right. So, your questionis, in the
existing 10, C, D, and E are the cost to buy those
products under certain conditions?

In the narket.
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In the -- well, yes and no. The RECis carried into
that. The RECis not in the market. It's the Laidlaw
REC. It's market energy, market capacity, and Laidl aw

REC. So, for all of these, there is the Laidl aw REC
kay. So, we'll just |eave out the RECs for the
monent. So, Column C, D, and E have different prices
for energy and capacity, based on the Ventyx nunbers,
I's that correct?

They have -- Colum Cis different capacities -- is

di fferent nunbers based on energy. And, it's Laidlaw
capacity and Laidlaw REC, in Colum C.

Ckay. And, what's D?

D, | cannot find ny original calculation papers for D
So, | cannot answer what Dis. But | did find a chart
that -- a graph | was doing to determine -- | was

| ooking at D, which is "Capacity @ Ventyx 2010" --
"Fall 2010". So, | have not been able to find ny work
paper on what D is.

Ckay.

CHAI RMAN CGETZ: Can we hold on for a
second? Let nme nmake sure |'m understandi ng what you're
saying about Colum C. This is a value that -- this takes
the RECs fromthe PPA, the capacity fromthe PPA and

inserts a different energy price, which is the Ventyx Fal
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2009 forecast, and that's how you cal cul ated this nunber?

W TNESS SANSOUCY: Yes. And, the
i nportant elenent of that at the tine this was done for
the data request is that the Ventyx Fall and the Ventyx
Spring included carbon, the carbon --

CHAI RMAN GETZ: Ckay. | don't want to
get into that at this point.

W TNESS SANSOUCY: Ckay.

CHAI RMAN GETZ: | just want to make sure
| find out what it is.

W TNESS SANSQUCY: That's correct, your
Honor. That's right.

CHAI RMVAN GETZ: And, you say, if I'm
follow ng sone of this inquiry, you have the work papers
for this calculation, these calculations in Colum C, and
you' ve provided themto the parties?

W TNESS SANSOUCY: In Columm C, | have
recreated the work paper that created Columm C.  Ckay?
That - -

CHAI RMAN GETZ: So, you couldn't find
t he work papers, but you --

W TNESS SANSCQUCY: It's not a
spr eadsheet .

CHAI RMAN GETZ: Ckay. All right. But
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what you're saying on Colum Dis you can't -- you
couldn't find the work paper, you can't recreate it?
W TNESS SANSOUCY: D, | couldn't find
the work papers and recreate.
CHAI RMAN CGETZ: Ckay.
BY MR M CLUSKEY:
Q Ckay. Based on questions fromthe Chai rman, your work

papers that you say underlying Colum C, have you
provided that to the parties?
A The three pages, that, plus these two, that show --

MR, BOLDT: GCkay. |'msorry.

BY THE W TNESS:
A That, plus these two.

CHAI RMAN GETZ: \What are you referring
to when you say "that"?

W TNESS SANSOUCY: "That" is the graph
where | was | ooking at what was occurring under different
scenari os agai nst the base case.

CHAI RMAN CGETZ: But is that a docunent
t hat nobody has or is it a docunent that you have?

W TNESS SANSQUCY: That was in nmy work
papers. As | was putting together the question fromthe
data requests fromthe tech session yesterday. It was not

i n one single spreadsheet, because it was different -- we
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were drawing fromdifferent places, |ooking at different

CHAI RMAN CGETZ: Ckay. | think I've got
that but -- 1've got the notion. Do any of the parties
have the actual docunents?

MS. AM DON:  No.

MR BOLDT: M --

M5. AM DON:  The answer is "no".

MR BOLDT: If | may clarify or attenpt
to clarify, M. Chairman. One page was provi ded over, |
t hought that was the correct docunment that M. Sansoucy
was referring to as his underlying work paper. That was
provided this norning, when | provided the paper copy to
all parties on that side of the aisle. There are two
ot her sheets that | have not provided, did not know I was
-- that that was sonething that was appropriate to go with
the graph that | provided this norning. | do have copies
to provide. W nmy take a break, if you wish, and allow
sone tinme for themto take a look at it. It is a-- it is
Ventyx -- | abeled "Ventyx Market Cl earing Prices Any East
Regi on Nom nal Dol | ars/ Megawatt-Hour". And, the second
one is "Ventyx Annual Capacity Price Forecast New Engl and
Regi on Nom nal Dol | ars/Kil owatt - Hour".

CHAI RMAN GETZ: Ckay. Let's hold off on
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that for a second. It is getting about tinme for a break.
But, M. Md uskey, how nuch nore do you have on this item
or how nmuch nore cross, so we can get an idea just for how
to play out the schedul e?

MR MCLUSKEY: Could be half an hour,
45 m nutes, just on this Exhibit 10.

CHAI RVAN GETZ: Ckay.

(Chai rman and Comm ssioners conferring.)

CHAIRVAN GETZ: | think it's a good tine
for a recess. During the recess, let's nake sure at a
m ni nrum everybody has the docunents. You know, there may
or may not be issues about whether they're objectionabl e,
per se, but there certainly may be issues about
preparation, adequate tine to prepare cross, and what is
the nature of these work papers? It doesn't sound like
they were preexisting or, if they did preexist, they can't
be found and now they're being recreated. So, we' ve got
sone issues to deal wth.

But, Ms. Hatfield?

MS. HATFIELD: M. Chairman, | strongly
believe that they are objectionable, per se. There's no
anpunt of tine that you can give us today that would all ow
us to be prepared to cross M. Sansoucy about this

information. W think we should proceed with the cross.
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And, if this is the way the City wants to prepare their
case, and the Conmm ssion wants to allow this in, then
we'll just have to take up hearing tine. W don't even
know what we have at this point. And, we think it really
puts the parties in a catch 22, when we keep stopping the
hearing to allow us to review nore information, and then
that allows the witness to supplenent his testinony.

So, we have really tried to be
cooperative and tried to get the informati on we need. But
| think we've reached the point where this is just
conpletely unfair. Thank you.

CHAI RMAN GETZ: Ckay. Thank you.

Anyone el se before we take a recess?

(No verbal response)

CHAI RMAN CGETZ: Al right. Let's break
until 11:15.

(Whereupon a recess was taken at 10: 57

a.m and the hearing resuned at 11:24

p.m)

MS. AMDON. M. Chairman, may | clarify
sonet hi ng regardi ng the so-called "work papers" that were
provi ded by --

CHAl RVAN GETZ: Pl ease.

M5. AM DON. Ckay. The work papers that
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Attorney Bol dt provided us are not rel evant to our
exam nation, and we think they should not be included in
the record. W understand that Attorney Boldt did not
provi de the Conmm ssion or the Court Reporter or the Cerk
Wi th copies, and we'd just as soon leave it that way.
However, it does point up one deficiency in what we were
provi ded concerning the so-called "Ventyx study". W
recei ved, courtesy of Attorney Boldt, a full copy of the
report on the "Fall 2010 Northeast Regi on Power Reference
Case Electricity and Fuel Price Qutlook." But, for 2009,
which is also information that he includes so-called
“carbon in" nunbers, all we received are four tables
relative to that. So, we don't have the backup to that.
So, insofar as sone columms of Exhibit 10 reference the
Ventyx tables for 2009, there's no background provi ded on
that. W only have the Fall 2010 background to, and
that's what we relied on in preparing our exam nation.
What this mght nean is that at sone
poi nt we may consider whether it's appropriate to strike
information in, let's say, Colum C of Exhibit 10, which
relies on information that we were not -- where we didn't
have the additional background. Just to let you know t hat
there's just an additional issue with respect to what

information we received on Ventyx. It was just Fall 2010,
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and not anything related to 20009.

CHAI RMAN CETZ: So, | take it, it could
be notions to strike or argunents about what weight, if
any, to give to sone certain information?

M5. AMDON:. Correct. Probably nore to
the weight. W're not quite there at a notion to strike,
but we are concerned about --

CHAI RMAN GETZ: Well, or, ultimately, at
the end of the proceeding, in terns of when we get to
noti ons to what should be admtted into evidence.

M5. AMDON. Right. | think that that
woul d be fair to deal with at that point.

MR BOLDT: WMay | clarify, M. Chairnman?

CHAl RVAN GETZ: One nonent.

CVBR. I GNATIUS: No, that's all right.
Go ahead.

MR BOLDT: If | can call your attention
to the tables we provided, that we did a suppl enent al
correction with you this norning, as | had nade reference
to last week. The first two pages are Fall 2009. The
| ast two pages are Spring 2010. Those are the
suppl enent al pages, those were imedi ately provided to
Staff and OCA and M. Shul ock | ast Wdnesday, the sane

docunents. Those are the suppl enental backup pages t hat
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supports the opinions. And, it's the current version, the
book, the full book that is confidential is the Fall 2010
book. The requests that were made were "are there backup
tables for the columms in 9 and 10 that cone fromthe
Ventyx materials?" And, that's why we provided the backup
tables that are in the supplenent | ast week.

CVBR. I GNATIUS: M. Boldt, can | ask
you a coupl e questions about that then. Wat you gave us
the other day, and then this norning substituted, is not
four pages, it's two pages. There are two pages of
tabl es; one has "Spring 2010" at the bottom the page
"B-9", and then the second page has no date at the bottom
t hat says "B-10".

MR BOLDT: Then, | don't know. | was
of the inpression that the correct pages had been given in
my mnd. | have what | thought were correct pages for the
sane things that | had given to Staff and OCA | ast week.
Let nme give, yet again, versions, the sane thing that is
wth Staff, "Fall '09", that is two pages, "Spring 2010",
two pages. You have copies 3, 4, and 5, | believe, or 4,
5, and 6, rather. So, these are copies that |'ve
renunbered to be 1, 2, and 3. Two pages that are "Fal
2009", Page 1, Page 2. Two pages that are "Spring 2010",
to suppl enent the book that is the "Fall 2010". Did I
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state that correctly, M. Sansoucy?

W TNESS SANSOUCY:  Yes.

MR BOLDT: Ckay. | apol ogize for
creating confusion. GCkay. Thanks. |'m happy to take
back the incorrect pages that | gave you this norning, if
you W sh.

CHAI RMAN GETZ: Ckay. Ms. Am don, did
you have sonething further on this?

M5. AMDON:. No, | just wanted to bring
it to the Comm ssion's attention. But, | believe, at this
point, M. MOd uskey should proceed with his
cross-examnation, if it pleases the Conm ssion?

CHAI RMAN GETZ: Please. Thank you.

MS5. AM DON:  Thank you.

MR BOLDT: W agree.

MR, McCLUSKEY: Thank you.

BY MR M CLUSKEY:
Q M. Sansoucy, before the break, we were in the process
of working our way across the colums in Exhibit 10.

CHAI RMAN GETZ: |I'msorry, let ne --
there was one thing I just wanted to nake sure |
understood. W have Exhibit 10 that's been in -- it's the
sanme Exhibit 10 that was in the rebuttal testinony when it

was originally filed. W have "Exhibit 10 Revi sed" --
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MR BOLDT: "Revised" is the way it's
| abel ed currently.

CHAI RVAN GETZ: |Is that supposed to be
-- is 10 Revised an additional exhibit or it's supposed to
substitute for 107

MR BOLDT: | will [eave that
clarification to M. Sansoucy, so | do not m sspeak.

W TNESS SANSQUCY: It is supposed to
substitute for 10. Because it's updated -- it's, as you
said, it matches the 9 that's in the exhibit, that's in
the rebuttal testinony, the 10 that was in there was what
was in the data requests and the direct testinony. The 10
Revi sed matches the 9. And, it is supposed to substitute
for the 10.

CHAI RMAN CGETZ: Let ne just say, | don't
understand the sense of that at all. Wy 10 would -- 10
Rev. woul d substitute for 10. But let's continue with the
cross-exam nati on, and maybe |1'|l| understand the point.

But it seens to be sonething additional, not sonething
that would be a substitute, given how | read Exhibit 10 --

W TNESS SANSQUCY: Oh. Ckay.

CHAI RMAN CGETZ: ~-- as originally
pr oposed.

W TNESS SANSOQUCY: | apol ogi ze for the
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wording. It's intended and it takes the revised capacity,
the 67.5 negawatts. It goes to 9, as a sinplification and

clarification, and does the multiplication. Al | was
trying to point out in the direct testinony and the
rebuttal testinony is that there is the potential for 3 to
$400 mllion of savings to the ratepayer for this PPA
That's all I"'mtrying to point out, and it's just
arithmetic. It started life --

CHAI RMAN GETZ: That | under st and.

W TNESS SANSCUCY:  Yes.

CHAI RMAN CGETZ: But it wasn't clear to
me whet her you were seeking to wthdraw Exhi bit 107

MR BOLDT: No. | would, for
simplicity, if it is allowed to cone in, it may well be
better to just sinply refer to it as "Exhibit 11" or
"Exhi bit 4", because --

CHAI RMAN CGETZ: Ckay. Well, let's not
go there.

(Laughter.)

CHAI RMAN GETZ: Let's just continue with
t he cross-exam nati on.

MR McCLUSKEY: Okay.

BY MR M CLUSKEY:

Q

As | said, we were working our way across the col umms
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of Exhibit 10, and | believe we were discussing the
devel opnent of the dollar figures in Exhibit -- in
Colum D. And, | think you said that you couldn't find
the work papers for those nunbers, and you don't know
how t hey were devel oped, is that correct?

Yes. | did not find ny calc. sheets for D. So, |
can't tell you explicitly what each of the conponents
are for D

Ckay. Thank you. So, and now nove to Colum E. So,
could you tell nme how those dollar nunbers were

devel oped, starting with energy?

Yes. The energy in "E" is the Fall 2009 Ventyx,
inflated at two and a half percent.

And, the capacity?

The what ?

The capacity conmponent of --

The capacity conponent is the Fall Ventyx 2010,
inflated at two and a half percent, converted to a
price per negawatt.

And, | believe you said that all three colums have the
REC prices at the Laidlaw PPA | evel, rather than a
mar ket | evel, is that correct?

Yes, that's correct.

Ckay. So, and ny intent is to -- I'll work ny way
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t hrough these colums again, but "Il just finish off
this exhibit by focusing on Colum F. Were, in this
cal cul ation, you are subtracting fromthe Base Case
nunbers in Colum B the dollar figures in Colum E, is
that correct?

Yes, it is. B mnus E

Ckay. And, you say that in your heading for Colum F,
correct?

Yes.

Okay. Thank you. Now, let's go back to the base case.
Am | correct in saying that, when you were questioned
on the devel opnent of these dollar nunbers in the base
case, you stated that they were cal cul ated based on a
capacity, plant capacity of 58 negawatts?

They' re based on approxi mately 58 negawatts, and an
approxi mate capacity factor of 85 percent.

Ckay. If you could actually let nme finish the
question, M. Sansoucy.

| thought you did. |'msorry.

So, they were based on a capacity of 58 negawatts,
correct?

Yes.

And, you said yesterday that it was based on a capacity

factor of 80 percent, is that correct?
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That's what | thought it was, when | researched this,
that i s about 85 percent. That base case cones out of
ny val uation, my valuation that | did for the Cty of
Berlin. And, it's about an 85 percent capacity factor.
Thank you for that correction. But, if you go to
Exhibit 9, Footnote (2), you actually state there that
you're "assumng a capacity factor of 80 percent”, is
that correct?

Yes, it is.

kay. So, in ternms of these dollar nunbers, in
essence, the nunmbers in Columm B are the product of the
three prices in the PPA for energy, capacity, and REGCs,
on a dollar per negawatt-hour basis, tines --
multiplied, | said the "product"”, at those prices, and
t he megawatt-hours produced froma facility of

58 negawatts and a capacity factor of 80 percent.
That's what you said yesterday, correct?

Yes, | believe | did.

Ckay. And, now, you' re saying, when you actually
checked the nunbers, it's an 85 percent capacity
factor?

Yes. Approximately.

Okay. Thank you. So, nmoving onto Columm C, | believe

you said, with regard to the energy conponent of this
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cal cul ati on, you were using 2000 -- Fall 2009 Ventyx
nunbers, is that correct?

Yes. Miltiplied tines the 2.5 percent inflation index.
Because the Ventyx nunber is in constant dollars, so
you need to put theminto nomnal dollars to match the
PPA nunbers, correct?

Yes.

Thank you. And, with regard to the capacity conponent,
didn't you also say that these nunbers were based on a
2009 Ventyx capacity nunber?

No. Colum C is based on the Laidl aw capacity.

No, |'m asking the question, did you say at the tech

session that it was based on the Ventyx 2009 capacity

nunber ?
No, | don't remenber that | said that. | said that I
woul d check. | didn't know what capacity it was.

Okay. And, we've already said the REC nunber is the
PPA nunber ?

Yes, that's correct.

So, it's your position then that two out of the three
products in this Colum C are not narket-based nunbers,
but PPA nunbers?

Yes.

Thank you. Now, in the case -- in the case of Col um

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

77
D, which you're saying you don't know how t hey were
devel oped, didn't you say yesterday that the energy
conponent is based on the Fall 2010 Ventyx nunber?
| haven't been able to derive -- | haven't been able to

assert exactly what | did in Colum D.

That's not ny question. M question is, did you say at
the tech session that it was based on the 2010 -- Fall
2010 Ventyx nunber?

| believe so, yes.

Thank you. And, with regard to the capacity conponent,
what did you say yesterday?

| don't recall what | said yesterday on this.

Maybe if | tell you what | heard yesterday. D d you
not say that those nunbers for capacity are the nunbers
represented in Colum L of Exhibit 97

| think they are Columm L in Exhibit 9. But | think
that the -- yes, | think they're Colum L in Exhibit 9.
Thank you. GCkay. Now, nmoving onto Colum E. | think
you just said this norning the energy conponent in
Colum E is the 2009 Fall energy price, which is
actually shown in Colum H of Exhibit 9, is that
accurate?

Colum E is the 2009 Ventyx, and that's going to be
Fal I 2009.
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s that Colum H of Exhibit 9?

No. Colum Hin Exhibit 9 is Spring 2010, which is the
| ast report with carbon.

So, you're saying what's in -- sorry, could you repeat
what you said there?

Colum H, in Exhibit 9, is Spring of 2010, at

2.5 percent, which is the last quarter or half year
that they did carbon. And, you'll find that in the
sheet we used to nmake it fromreal to nomnal, on the
center columm, that M. Boldt handed out to you

Okay. Thank you.

That's the purpose of the sheet we handed out.

Ckay. And, the capacity conponent, again, | think you
said "Fall of 2010", is that accurate?

Yes, it is. Fall of 2010 is the capacity in Colum E.
So, in Colum E, which is really the colum that's used
to develop Colum F, you're saying that you have two of
t he conponents based on market, one based on the

Lai dl aw prices?

That's correct. The RECs are based on Lai dl aw RECs.
And, you subtract those fromthe base case, and that's
going to tell you whether the base case is above or

bel ow mar ket, correct?

That's right. And, ny testinony was very sinple, at a
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hi gh car bon-constrai ned energy price and a goi ng
forward capacity price was not in the contract, you get
a significant savings going forward using the REC price
from Lai dl aw.

And, I'mjust trying to understand the concept of
conparing the power costs in the PPA against this
hybri d of market energy and capacity and contract RECs.
If it had been market-based RECs, then | would have

t hat concept clear. But now we've got this hybrid.
Coul d you expl ai n why we have the hybrid, as opposed to
t he standard conpari son agai nst market ?

Certainly. First and forenost is that we don't believe
that the market -- that the RECs in today's nmarket are
mar ket - based RECs. W believe there are a very snal
amount of RECs that are being bought and sol d based on
a very snmall need today. W believe that the narket
price of RECs is going to go imediately up as denmand

I ncreases, and that, in conparing what this PPAis
capabl e of providing to the ratepayers and the
custoners, the REC price in this PPAis derived, it's
hal f of whatever that market price is going to be, for
all practical purposes. It shares the market half and
hal f. The REC price we believe is going to go to the

ACP. W don't take the position that the short-term
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REC prices have any relationship to a 20-year
projection of market and | ong-term savings. W take
those REC prices in the contract and we add market
electricity with carbon and market capacity, to cone up
with the conparison of the potential savings for the
rat epayer of this contract. But we don't believe that
this current REC market, short-term REC nmarket, has any
relationship to the long-term nmarket price of REGCs.
Okay. What about inserting in there, instead of the
Lai dl aw REC prices, a long-term projection of REC
prices? Wuld that be appropriate?

Not for this PPA. This PPA has stipul ated REC pri ces.
No. I'mtal king about the cal culation. The
calculation that you're trying to do is to benchmark

t he PPA prices agai nst some nmarket conparison. |If you
had a long-term not a short-term but a long-term
forecast of REC prices, would that not be appropriate
to insert into this calculation?

No, because it doesn't tell us anything. It creates a
forecast at that point that doesn't tell us anything.
This contract has a REC price. This contract has
potential savings agai nst an energy and a capacity
price. There's been no testinony of any kind of

substance on capacity by Staff and OCA. And, there's
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been no testinony about the potential for a
carbon-constrai ned environnent. Al I'mtrying to show
is those two market indicators with this contract, not
a forecast of RECs. If we drift into a forecast of
RECs, we can, but we're going to be discussing what we
tal ked about earlier. |Is that it's based on w nd that
w || probably not happen. It's based on wood t hat
won't happen. The anmount of wood plants that people
are forecasting won't be built. So, this REC price is
known. [It's known in the contract. And, |I'madding to
that two nmarket indicators that can at | east give a
position to the Conm ssion or an opinion that there is
a potential upside to this contract that's very | arge.
So, you're telling -- you're telling the parties that
you have confidence in the energy price forecast from
Ventyx, you have confidence in the capacity price
forecast from Ventyx, but you don't have confidence in
the long-term REC price forecast from Ventyx, is that
what you' re sayi ng?

| have not studied Ventyx's |long-term REC forecasts for
this contract.

And, --

Because this contract has pegged the REC prices. So,

haven't done a detailed study to conpare that with a
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study that | mght do on the RECs. It's debate that
doesn't |l ead us to anything, because the REC prices are
fixed. And, this really boils down to, is the capacity
and energy that's added to this REC price going to
provi de the ratepayers with a potential upside? The
REC price is fixed. And, we don't debate this in

M chi gan, you know, | didn't do anything here, because
you fixed the REC price. Sonebody had to fix it in
order to finance the project.

So, you woul d agree that the docunment which you
provided to the parties, titled "Power Reference Case
El ectricity and Fuel Price Qutlook Fall 2010" actually
contains a long-term REC price for the Northeast
Region? Wuld you agree with that?

Yes, | do. They do one, they do one, based on current
dol I ars.

And, you chose to omt that?

| did not use that.

Thank you. Going -- let's talk a little bit about the
devel opnent of the Ventyx energy prices. First of all,
this is a forecast, is it not?

Yes, it is.

And, Ventyx, it's ny understanding, reading the

docunents that you provided, that Ventyx has quite a
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sophi sti cated nodel of how the | SO New Engl and power
mar ket operates, is that accurate?

A Yes, it does.

Q And, | assune that, once that nodel is devel oped,
Ventyx woul d insert various assunptions into the nodel,

crank of the handle, and turn out a | ong-term energy

price forecast. |Is that accurate?
A Ventyx provides a forecast twce a year.
Ckay.

A So, they respond very quickly to things that --
(Court reporter interruption.)

BY THE W TNESS:

A -- to occurrences that occur in the narketpl ace.

BY MR M CLUSKEY:

Q So, they are constantly updating the nodel to refl ect
changes in inputs?

A Yes, they do.

Q Ckay. Now, the forecast that we're using, ny
understanding, it's not just based on the output of
this nodel. | believe you provided us sone information

yesterday on how they created the |ong-termforecast,

particularly with regard to the early years. |s that
accur ate?
A | don't understand the question.
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Did -- are the early years of the forecast based on the
nodel out put ?

No. The early years in the capacity forecast is based
on the capacity forwards. Ckay?

And, what about the energy?

The energy, they |look at short-termforwards on the
energy, and then go fromthere to a nodel.

So, they have actually nerged forward electricity
prices with the prices fromthe nodel, is that correct.
They have nmerged forward -- forward conponents of
what's going to be the electricity pricing with their
forward -- with their |ong-term nodel.

Ckay. So, --

But they do nore than just those two.

Ch, if you could just -- you' ve answered the question.
Thank you. Now, | assune this is a |long-term forecast
that's subject to sone uncertainty, you would agree
with that?

Say agai n?

It's subject to sone uncertainty?

O course, yes.

But, presunably, you have sone confidence in the prices
that you're using for the -- to support your

calculations, is that correct?
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We do have confidence. W use this regionwi de, and we
do have confidence in this as a good nodel.

Okay. Now, let's talk about the inputs to the energy
price forecast. M understanding is the | atest
forecast for Fall of 2010, the base case for Ventyx
does not include carbon, is that correct?

That is ny understandi ng, yes.

Whereas the sane forecast for Fall of 2009 did include
car bon?

Yes.

So, you chose to not use the nost recent base case
forecast from Ventyx in your calculations, is that
accur ate?

No, | didn't -- no, that's not accurate. | was trying
to make a distinction between a carbon-constrai ned and
a non-carbon-constrai ned environnment. And, | was
trying to use an independent source. That the |ast
carbon estimate was Spring of 2010 to conpare the two,
wth currently carbon is off the table for severa
years.

So, Ventyx does not think carbon pricing is a reality
in the near term based on its base case assunptions,
is that correct?

Well, Ventyx says what it thinks.
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MR BOLDT: M. Chairman, if | may,
because these are confidential materials, |'mnot sure
where the line is in confidential questions or public
guestions. | don't want to waive sonething inadvertently.

CHAI RMAN GETZ: Well, and | guess, |
mean, there is sone lack of clarity at least in ny m nd,
well, alot of the conposite information, at any rate, is

in the exhibits that haven't -- it doesn't appear that
confidentiality has been sought. And, there wasn't

al ways, to ne, a clear |ine between what was sought to be
confidential in and of itself and what was an issue with
copyright reproduction. So, and you're going to have to
speak up if there's anything that deserves
confidentiality, should be protected.

MR, BOLDT: M question was only, if
we're getting into the text of the report of Ventyx, that
may be across the line. But it's for the public
consunption, but not for the cross-exam nation by the
Board. | believe we went into confidential session at
what point in tine |ast week.

CHAI RVAN GETZ: You're going to have to
alert ne.

MR, BOLDT: | guess | amright now on

this, if he's to read a text fromthe report, versus --
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CHAI RMAN GETZ: Wwell, why don't you
th your witness, so we know which way to go.

W TNESS SANSOQUCY: It's okay.

MR BOLDT: Ckay.

W TNESS SANSOQUCY: No, it's --

MR, BOLDT: You know the --

W TNESS SANSOQUCY: The questions so far
We can nove forward to get this done.

MR BOLDT: Thank you, M. Chair.

M5. AM DON: For sinmplicity sake, M.

if we could at this point mark for

identification the Ventyx "Power Reference Case

El ectricity and Fuel Price Qutl ook Northeast Region Fall

2010", and you can use Staff, | think we're up to Exhibit

Nunber 13.

And, then, the conpilation of tw 2-page

tabl es, the cover page of which has this docket nunber

that rel at

i nst ance,

e to 2009 markets, | nean, prices, in the first

and 2010 narket prices in the second instance,

that would be Spring 2010 as "Exhibit 14", just for

pur pose of

referencing themin the cross-exam nati on.
CHAl RVAN GETZ: Ckay. So marked.
M5. AM DON:  Thank you.
(The docunents, as described, were

actually herewth marked as Exhibit 12C

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

88

and Exhibit 13C, respectively, for

I dentification due to nunbering error.)
(Chai rman and Comm ssi oners conferring.)
CHAI RMAN GETZ: M. M uskey.

MR McCLUSKEY: Thank you.

BY MR M CLUSKEY:

Q

M. Sansoucy, | assune you would say that the nodelers,
t he Ventyx nodel ers, are pretty snmart people. Wuld
you agree with that?

Yes.

And, so, when they cone to devel op what you refer to as
"l ong-term energy prices wthout carbon”, | think what
you're saying is "w thout carbon under a federal
program, is that accurate?

Yes. Because it all relates to greenhouse gas

| egi sl ation, and taking it off the table in Sunmer of
2010 by the Cbana Adm ni stration.

Ckay. So, if they decided that |egislation was not
likely to pass on climate change in the near term they
woul d then nodel | SO New Engl and how it currently
operates, correct?

Yes.

And, they would reflect in their energy prices the cost

that the generators incur under RGE, is that correct?
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Yes.

So, your definition of "w thout carbon” would actually
i ncl ude carbon in there, would you agree with that?

It includes RGH.

RGA .

Yes. But it does not include carbon at the federal

| evel .

Thank you. So, Exhibit 10 is effectively subtracting
from Colum B, Colum E, to reduce the nunbers in
Colum F, and you calculate that the PPA as a whol e,
over the 20-year term is actually under market by

292 mllion approxinmately, is that correct?

Uilizing those two assunptions that | reference in ny
direct testinony, and the | ower capacity anount, the
PPA has the opportunity to save the custoners
approximately 292 mllion.

And, | assune then you just rounded that to 300 mllion
I n your testinony, is that correct?

Yes, sir.

MR, McCLUSKEY: Yes. Thank you. |1've
got no further questions on Exhibit 10. On Exhibit 10 or
any ot her exhibits.

CHAI RMAN GETZ: Anything further, Ms.
Am don?
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M5. AMDON. No. Thank you.

CHAI RMAN GETZ: One question | did want
to raise. Earlier you indicated that there had been
agreenent anong you and the Consuner Advocate and the Wod
| PPs about cross-exam nation. M. Edwards is here now.
And, M. Edwards, do you have questions for this wtness
or did you --

MR, EDWARDS: Yes, | do. Yes, | do,
your Honor.

CHAI RMAN CGETZ: -- was there sone
under st andi ng about what order this would take place in?

M5. AMDON:. We didn't talk about it.

He was not here at the technical session yesterday when we
decided on this order. So, | guess, we proposed it to

M. Shul ock, and we did not propose it to M. Edwards.

So, that's ny fault.

CHAI RMAN GETZ: Any objection to
M. Edwards goi ng now?

(No verbal response)

CHAI RMAN GETZ: M. Edwards, do you have
sone questions?

BY MR EDWARDS
Q M. Sansoucy, is it your testinony that 1.3 tons of

roundwood pulp is no | onger being used by the | ocal

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

91

mlls?

Say again, sir?

Is it your testinony that 1.3 mllion tons of roundwood
pulp is no | onger being used by the local mlls?

Yes, M. Edwards. |It's in that range. Wen the Berlin
M1l closed, it was taking in approximtely 38 (3, 800)
to 3,900 ton per day, which is about -- | think it was
about 1.3 mllion ton.

Ckay. Is it your testinony that roundwood is biomass
grade wood?

Whol e tree chi ps can be, yes.

Do you have any idea what the current price of
roundwood per ton is?

Yes. It's a mninmmof $36, and it's generally over 40
delivered to Shel burne.

Do you agree that the current price Schiller is paying
is $27 a ton?

| think that's what was testified to by soneone earlier
in the case, that it was around 27 or 28 a ton. So,
yes, in round nunbers.

Do you think | oggers would sell roundwood to bionass
plants, if they can sell for significantly nore to
paper mlls?

| think what the loggers will do is a transportation
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differential. That, depending on the price of
roundwood, versus the price of whole tree chips, they
wi |l choose the greater of the two, and deliver
accordingly.

What i npact can the use of roundwood have on the
remai ni ng paper mlls, if roundwood usage by the

bi omass plants increases the price of roundwood per
ton?

Yes. | think, M. Edwards, that we, fromthe North
Country, yourself included, know that there is a
signi ficant anbunt of the wood industry that's
basically not there. That doesn't exist since the
Berlin MII closed. Wen the Berlin MII|l was open,
Verso -- International Paper, in Jay, and Boise in
Runford, were using roundwood for their pulp mlls,
along with Berlin. The conbined bl ock was over

3 mllionton. Two mllion ton is going into -- stil
going into the Maine mlls. But the industry in the
North Country has essentially closed. So, part of what
Laidlaw will do is reopen the wood industry in the
North Country. And, the wood choppers will do
everything they have always done, which is high grade,
whi ch is nove roundwood to pul p, and nobve waste into

t he waste-to-energy plants, or, when the pulp mlls get
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slow, and we know they do, and they stop buying, the
roundwood will go inmmedi ately into the burning -- the
wood burning plant. It's keeping the industry alive.
It's a great flattening tool to keep the industry
alive. So, | think we're going to see an industry cone
back. | think it's not going to cone back overnight.
The | oan prograns that Laidlawis proposing with the
City are going to be very helpful. But | think the

i ndustry will conme back to its original. Wat we
recogni zed prior to 2005, when the Burgess MII| was
runni ng, is about what this mlIl is going to take.

And, it wll take sonme roundwood when the other mlls
are not buying or when the prices are different for
transportation.

Wul d you agree that the use of roundwood for biomass
plants is wasteful?

No, | would not.

Woul d you agree that a nunber of |oggers have retired
due to closure of the northern New England m || s?

Yes, a nunber have. Yes.

Is it likely that retired | oggers, who have stopped

| oggi ng due to the closure of mlls, would go back into
t he | oggi ng busi ness, know ng that roundwood production

woul d anobunt to $27 a ton?
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| think sonme |oggers will cone back into the business.
But there are sone that we know will not. | mght add,
M. Edwards, that we closed the Forestry and Loggi ng
Program at our high school, Wite Muntain Regi onal

H gh School, because of the closure of the mll. W
may reopen that to train young people, like we did for
decades, at Wite Muntain Regi onal H gh School.

Are you famliar with the Nobl e/ Brookfield Project?
Say agai n?

Are you famliar with the Nobl e/ Brookfield Project?
Yes, sir.

Hypot hetically, Nobl e/ Brookfield, if they were to fil

t he capacity of the Coos Loop, what woul d Lai dl aw need

to do?
Nobl e is ahead in the queue. There is a -- there is a
upgrade that will like -- that's going to be required

if there is a coincident peak between the two. And,
understand from Lai dl aw that their interconnection
study and that their budget, their current construction
budget, is upgrading the |oop to handl e both Laidl aw
and Noble. And, that they're going to be spending in
the order of about 8 to $9 million to do that upgrade.
And, | mght add that there's a secondary upgrade goi ng

on that is not in this record, from Brookfield Hydro,

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

95

t he hydroel ectric plants, that's part of the bigger

pi cture to get everybody out of the Coos Loop,

Brookfield Hydro, Public Service's existing hydros.

Brookfield Hydros are the hydros fromthe m Il when it

was cl osed, the existing plants, Laidlaw and Nobl e.
But, beyond that, | think, M. Edwards,

there's no further representations nade to anybody

W shing to get out of that |oop after that group.

s that upgrade a condition in the PPA?

| woul d have to check the PPA, but | know that all the

upgrades are conditions in the interconnection study

agreenent, and the interconnection agreenment | woul d

assune is nentioned or it's attached to the PPA |

just don't know exactly where.

So, getting back to the hypothetical, if there was no

upgrade or if there was an upgrade, but Noble and

Brookfield were filling the capacity of the Coos Loop,

what woul d Lai dl aw need to do?

There are two fundanental issues with the Coos Loop.

One is the interconnection at the points where it's

i nt erconnected, the substation capacities that have to

be upgraded. Laidlawis doing all that it has to do to

upgrade to transm ssion line voltages to get into the

|l oop. If they fill it to capacity and Lai dl aw coul dn't
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get in, then there was going to have to likely be sone
addi tional capacity requirenents in the actual wre
sizes. That is not what's anticipated at this tine.
There may be the occurrence of |ight |oading, where
sonebody conmes down slightly to allow for the fl ow of
electricity, depending on the denand. But that's not
what's in the interconnection studies at this tine.

Is a plant the size of Laidlaw s able to cone down
slightly or is a plant the size of Laidlaw efficient at
com ng down slightly?

The wood plants can conme down. The wood plants can
ratchet down. And, they remain reasonably efficient
ratcheti ng down, and they can ratchet right back up.
How nmuch do you anticipate that inpacts a 22 percent
efficient plant?

Say agai n?

How much i npact would that have on a 22 percent
efficient plant?

| don't know the exact inpact that this wll have on
this nodified boiler. But, in general, a ratchet down
to 50 percent on a solid fuel plant, wll generally

| npact the efficiency 10 to 15 percent, in general.
VWhat is your opinion as to the potential of wind at the

Nobl e/ Brookfield site?
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My opinion on that site or that potential? WlIl, the
followng: First and forenost, it is not going to be
as easy as it may appear, because those are what we
call "high elevation turbines". W do live in this
Arctic-type environnent above treeline. And, we do get
significant ice structure in the winter. There has
been sone serious icing problens on the Kibby Muntain
units, which are either very close to this elevation or
alittle higher, that forced the closure of Kibby | ast
winter, until they addressed the ice situation. The
wind is there. W know that fromthe wnd neters and
the wwnd nonitoring. | think, froman operationa

point of view, in the cold, that the capacity factors
may not be quite what people are anticipating. That's
a possibility. I'mnot saying they are. | haven't
studied the wind rose in great detail. | have studied
detailed wind roses for other wind plants in the
region. And, on paper, we can get the anount.

The wind flows blows at tines when the
capacity is not necessarily always needed. It blows in
the winter, but it blows the nost in the spring, when
we get the shift and the change, and then into June and
July. But, on hot days, the wind doesn't blow It

just "pluff" [sic], it goes soft, so to speak.
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So, what's going to |likely happen with
that plant is it wll produce capacity -- it wll
produce energy, but it's not going to produce rnuch
reliable capacity. The production of energy is fine,
because, froma policy point of view, that's a kil owatt
of energy that has not got carbon init. It's not
generated by fossil fuel. But the Laidlaw plant w ||
be producing the capacity in that region.

| think the plant, the Noble plant wll
be fine. | think it's going to have sone operational
constraints as they learn the ropes, howto deal with
the North Country. And, | don't think it wll likely
produce what everybody hopes it wll by sone anount.
Just out of curiosity, on these wwndmlls, and | know
this is kind of a sidenote of this, but is there any
type of de-icing that they can do for those windmlls?
No, there isn't, M. Edwards. They're carbon fiber
bl ades, these conposites, those big blades to hold them
together. And, you cannot put electricity in themto
heat them
kay.

And, you can't spray themwth de-icing, |ike you would
an airplane wing. So, when they build up rine ice,

they sling it. And, it can go a mle, and big chunks.

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

99

And, it can kill sonmebody, if it hits him So, they
have to shut them down until the ice nelts.
Are you aware that Nobl e/Brookfield is not being
fi nanced?
Ch, yes. I'maware that that -- wait a m nute,
Nobl e/ Br ookfi el d or Noble?
VWll, I'"mnot --
" msorry. Brookfield --
|"'mnot sure what to call it, to be honest, right at
t he nonent.
Br ookfi el d bought Nobl e.
CHAI RMAN CETZ: But, M. Edwards, where
are we going wwth this, in terns of rel evance?
MR, EDWARDS: Well, Noble/Brookfield is
a pretty substantial project. Certainly, of the same
magni tude that the Laidlaw Project is. And, |I'mjust
curious as to why M. Sansoucy feels that a project of
this nmagni tude needs to be financed, and why that should
be taken into consideration?
CHAI RMAN GETZ: A project of what? Are
you tal ki ng about Laidlaw or --
MR, EDWARDS: Yes.
CHAI RMAN CGETZ: Wy it needs to be

fi nanced?
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MR EDWARDS: Wy it needs to be taken
into consideration to offset sone of these things. |
nmean, we're pointing out that there's sonme negatives
within the PPA, and those negatives are brought out as
though it's very inportant to have those to obtain
financing. | guess what |I"'mgetting at is that there's
anot her project of simlar significance that is not
relying on financing. And, I'mjust bringing that up as a
poi nt .

MR BERSAK: There's nothing in the
record, M. Chairman, that even tal ks about that. There
IS no testinony.

CHAI RVAN GETZ: Well, yes. W're
certainly tal king about facts not in evidence. But, if
you can ask the -- well, M. Sansoucy, do you have any
famliarity with the financing of the Nobl e/ Brookfield
Proj ect?

W TNESS SANSQUCY: The famliarity
have, your Honor, is that Noble was not able to get solid
PPAs for nore than one half of the capacity of the plant.
So, they were not able to go forward. And, they were
al so, fromthe informati on we get, were not able to
finance this project in New Hanpshire. So, they sold it
to Brookfield. Brookfield is a publicly traded conpany,
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and they do bal ance sheet financing. They just recently
floated $500 mllion worth of bonds to be used for bal ance
sheet financing of alternate energy projects. And, they
buy real estate, they buy office buildings. So,
Brookfield will step up to the plate, finance with public
bonds.

CHAl RVAN GETZ: M. Edwards.

BY MR EDWARDS:

Q

> O »>» O >

M . Sansoucy, you've referred to the plant as a user of
Berlin water and sewer. Have you heard fromthe Water
and Sewer Departnents specifically what inpact the

Lai dl aw usage w Il have on rates?

Water, sir?

Wat er and sewer.

Water first?

Sur e.

Yes, | have. 1've been working with the Gty and the
Water Departnent to sort out the appropriate rate
structure that this plant could and shoul d have t hat
woul d be good for Berlin, as opposed to the Conpany
rebuil ding the water plant that it owns on site. Like
we're currently | ooking at rate reductions of between
10 and 25 percent for the water at the -- for the Gty

water for all other ratepayers. That's currently the
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ranges that we're | ooking at, M. Edwards.

And, for the sewer?

The sewer, we're |ooking at an additional contribution
of approximately 2 to $350,000 | have not done the
preci se rate reduction, but | think it's no nore than
10 percent. But | have not calculated it precisely,
|"mjust estimating it.

Are you aware of whether or not those reductions have
been made public before now?

They have not until this mnute.

Ckay. What is your projected value of the Laidl aw
Proj ect upon conpl eti on?

Prior to the uprate of capacity, we are working off a
projected -- current value, M. Edwards?

No. Upon conpl eti on.

Upon conpletion? Prior to the announcenent of the
67.5 nmegawatts, we were working on a val ue of

162 mllion.

And, what portion of that is taxabl e?

We believe that at | east approximately 120 mllion of
that will be taxable, between 105 and 120 mlli on.
And, is that the figure that you used to reach a
determ nation that the plant would save the Berlin

t axpayer roughly 17 percent?
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Yes. | used 104 mllion for that calculation, sir.
Ckay. So, assuming an average assessed value in Berlin
of alittle bit under 70,000 on a residential hone,

t hat equates to about a buck a day for the average
ratepayer. \What are the other real estate tax benefits
to the Gty and the State?

The State, well, the Cty receives a tax, and they
receive three of the four tax conponents. The City
will bill for school, local school, local city, and
county. Cbviously, they will transfer the county noney
to the county. And, so, they receive the three. The
State will then apply the State Uility Tax, at $6. 60.
And, they wll bill Laidlaw directly for the taxable
portion of the plant.

Ceneral | y speaki ng, what negative inpact can an

i ndustrial facility of this size have on real estate
val ues surrounding it?

Ceneral |l y speaki ng, i mmedi ate adj acent nei ghbor hoods
can be inpacted nmarketw se, depending on where the

mar ket is, they can be inpacted through view, traffic,
noi se, and those types of inpacts created by any

i ndustrial facility on the adjacent nei ghborhoods.

What ki nd of percentage do you figure on that

general ly?
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| have not done a market study on what that percentage
would be. | don't know the answer to that.

But you woul d agree that that's a negative inpact?

It can be. It depends on people's perception. It
depends on people's concept of and market value in the
region. You know, nost of the housing built around
mlls were not negative inpacts. They were housing
where people could walk to work, and they |iked that
housi ng and they paid good noney for it. It depends on
where you are and what you're doing.

Wul d you agree that the real estate val ue of
residential property upon the closure of sone of these
facilities around New Engl and has actually increased
the residential value around the facilities?

Yes and no. The closure has decreased value in sone

pl aces, so that any reopening of a job-oriented

i ndustrial facility, like Laidlaw, will have the
positive effect of providing jobs and thereby

I ncreasing the value of real estate. Conversely, there
are markets, and I don't know t he exact percentages,
where industrial closures have been good, and they have
I ncreased real estate val ues, because that, for

what ever reason, the industry that's closed shoul d have

cl osed and i s gone.
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In figuring your 17 percent on a decrease for the
average taxpayer in Berlin, have you taken into

consi deration the potential decreased value of their
assessed val ue on their property?

| have not. And, | don't necessarily agree that there
wll be a decrease in value. | don't think anyone has
done a market study that Laidlaw w Il decrease val ue.
It could increase val ue based on the jobs that it
brings to the region.

Are you aware that the assessing firmfor the Cty of
Berlin attributes a negative value to properties that
are within close range of the existing plant as it
sits?

| amnot. No.

Are you famliar with the recent econonm c expansion in
Littl eton?

Sone.

Aside fromthe close proximty to Interstate 93, what
ot her econom c factors do you feel may be driving

busi ness and industries to Littl eton?

What ot her factors?

Yes.

Well, first and forenost, Littleton's maintai ned enough

sewer and water capacity to bring industry into the
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region, first and forenost. Secondly, Littleton has
made the decision to rezone a significant amount of its
bottomland to commercial land. Third, it has
supported the reuse and conversion of its old mlls to
reuse for industrial. Fourth, what Littleton has done
Is it has tapped into a pent-up demand fromthe entire
quadrant in Vernont in the Northeast Ki ngdom that
mgrate to Littleton. And, they have all owed, through
pl anni ng, sufficient varied comrercial uses, so as to
provi de for destination shopping and destination
services to attract people and do their expansion.

So, froma planning point of view and
froman infrastructure point of view, they have done
very well. They have expanded their roads.

Littleton's paid for substantial new bridges to go
across the rivers, just like -- just like Berlin has.

| mean, Berlin has new bridges that they built to bring
wood into the original mll. So, Littleton has done
many of the simlar things.

You haven't nentioned anything about "Littleton Power &
Light". Do you believe that Littleton Power & Light
rates have anything to do with the recent expansion in
Littl eton?

No, | don't.
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Ckay. Wat inpact -- what inpact can an above- nar ket
rate on power have on rel ocating business to a given
area, business and industry?
When you say "above-market rate" in an area, electric
rates and relocation are very conpl ex subject matters.
If an industry has greater than 10 percent energy usage
In its cost of product, and you talk to these people,
you will find that those industries tend to gravitate
to |l owcost states. Because, if they save or they
spend another 5 percent of their total cost of product,
that could be half their profit margin.

Conversely, conpanies that have a nuch
| ower energy conponent in their product or conpanies
that need an area that m ght have a certain type of
| abor, a certain lifestyle, they will gravitate to
areas that may have high electric costs. So, it's not
a sinple question to answer on the one hand. On the
ot her hand, as a general rule, heavy electric -- heavy
ener gy- based industries gravitate away from hi gh
electric costs. And, research, devel opnent, health
care, these types of | ess energy-intensive industries
will gravitate -- will not gravitate away.

Now, there's a growi ng industry, we have

val ued sone of these places, that are gravitating to
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t hose public utilities that are advancing --
substantially advanci ng t he devel opnent of very high
reliable, clean electricity, for server farnms and these
types of things. So, public distribution utilities
that are making a significant inpact in their
reliability, tree-trimmng, wres, their type of
electricity, the cleanliness of their electricity, are
In regions that are attracting nore or less a 21st
Century type of industry that needs very clean power.
Are you famliar with the projected payroll of the
federal prison and the Nobl e/ Brookfield Project?

My read on the Nobl e/ Brookfield Project, there wll be
very little new payroll once it's constructed. There
wi |l be a new mai ntenance teamthat wll do the

day-t o-day mai ntenance, but the primary nmaintenance

wi || be subcontracted back out to the turbine

manuf acturers as speci alty nai ntenance. So, Brookfield
I's not going to add a | ot of new people at their office
in Berlin. | do not know the payroll nunbers, but | do
know t hey' re projecting approxi mately 350 new j obs at
the federal prison. At, you know, at -- if it's 40 or
$50,000 a job, that's going to, of course, be a couple
hundred mllion dollars in payroll.

So, hypothetically speaking, if these two projects were
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to go on line as projected for the spring and sumer,
what ki nd of inpact can that 200 mllion payroll have
on the concerns that our politicians have raised over
Berlin's current economc crisis?
That's a broad question that | don't necessarily
understand totally. |It's clear that the prison is
being built, and they're going to be bringing in a
significant anmount of |abor. The Feds have put an
i nteresting condition on the | abor, where they have to
be -- I think it's either 34 or 35 years or younger.
So, there's a very different in mgration of a young
cromd. And, it's clearly going to be hel pful to the
entire region.

The wood plant is going to nore than
|l i kely reabsorb a nunber of the m Il workers who were
mllwights, who ran the original wood plants, the
original boiler, this boiler was run by a boiler crew
| woul d expect and anticipate that a nunber of the
original workers wll come back, get retrained with
Laidlaw. And, so, | think it's going to absorb sone
existing long-termlayoff or people that have taken
what do they call that, a | esser job or sonething. |
don't think that the wind plant is going to do nuch in

t he way of | abor.
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Are you aware that the average worker age in that mll
was between 50 and 55?

Yes, | am

And, you think that the odds of that pool of worker
havi ng reached that age, having reached a poi nt where,
nore than likely, they certainly have secured payoff in
many cases of their nortgages, etcetera, etcetera, you
really think that that is sonmething that's going to
happen in Berlin between the ages of 50 and 557

Well, you're asking ne if the guys -- the ol der guys
are going to cone back to work. Certainly, there's
sonme -- of those ol der people wll want to work, and
may well come back to work, if they're not working.
There wasn't everybody that was under -- that was over
50 either. There are sone younger people. This plant
needs between -- is going to need close to | think it's
40 people is the estimate. So, | think they will tap a
certain percentage of people that used to work at that
mll that are very famliar with that type of

machi nery. You've got the |log yard, you've got the |og
yard people, the people who were | et go when Currier
went under. Wen the |og operation, which was
subcontracted out, went under, those guys are around.

So, | think you're going to pick up sone of those guys.
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| think you're also going to get sone new people. And,
| also think you're going to get sone people that m ght
nove, mght shift fromother | esser jobs in the entire
region. Wiether it's Gorham Lancaster, G oveton.
Don't forget we still have everyone that was laid off
at the G oveton MII, that can commute very easily to
Berlin. They operated the boilers, they al so operated
the conbined -- the turbine plants at Groveton. So, we
have the G oveton crew al so that may want to conme down.
So, | think the | abor pool is going to be okay.
O those 40 jobs that you're tal king about, how many of
t hose jobs are specialized? That not necessarily a
paper maker or sonebody within the paper industry would
be necessarily schooled as a 50 to 55 year old in that
field?
At |east half of those jobs in a wood plant are very
speci alized. And, people are going to be either
trained into those positions or bring sone specialty
skills with them
So, we're tal king about 20 direct jobs, perhaps in a
pool of the 50 to 55 average age group?
Yes.

MR. EDWARDS: Thank you. That's all |

have.
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CHAl RMVAN GETZ: Thank you. Ms.

Hatfiel d?

MS. HATFI ELD: | have no questions.

Thank you.

CHAI RMAN GETZ: M. Shul ock?

MR SHULOCK: | have no questi ons.
CHAI RMAN CGETZ: Conmi ssi oner Bel ow.
CMSR. BELOW Yes. Thank you.

BY CVSR. BELOW

Q

M . Sansoucy, on your Exhibit 10, can you tell us what
is either assunmed or inplicit for the annual output

t hat you used in your calculations in negawatt-hours?
Yes, Conmmissioner. In the first exhibit, it was

431, 000 approxi mate negawatt-hours. And, in the
revised exhibit, it was 500, 000.

Okay. Thank you. | believe you made a statenent to
the effect that "wind is not in any circunmstance as
val uable as wood, in terns of its energy output.” |Is
that correct?

Yes, that's ny belief.

Is that all wind, all locations, or what -- what's the
context of that statenent?

The context is wind in New England is vastly nore

Iintermttent and | ess predictable than wnd in the
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M dwest and the West.
Are you di stingui shing between onshore and of fshore
W nd?
| am not distinguishing offshore. | have not studied
the wind roses offshore. I'monly saying that in

relationship to the onshore wind plants that we have

| ooked at in New Engl and.

Ckay. So, you would add that qualification to your
previ ous testinony?

Yes, | would, sir.

| have another question, |I'mjust not thinking of it
right now Just a nonment. On Page 11 of your direct
testinony, at Line 15, 11 and 15, you've referred to a
"natural gas mmjor transm ssion |line from Canada to
Boston" that runs through the Gty of Berlin?

Yes, sir.

What are you referring to, in terns of "Canada to
Boston"? Are you referring to pipelines that go to
Portl and, WMaine?

No. The pipeline I'mreferring to that is in Berlinis
Portl and Natural Gas Transm ssion |ine, that enanates
i n Canada, cones through the State of New Hanpshire,
goes to Portland, and then ties up with Maritimes

Nort heast into the Boston markets. It's the Portl and
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Natural Gas Transm ssion |ine, separate from Portl and
Pi pel i ne.
Right. But that natural gas transm ssion |line
essentially runs fromPortland, Maine, to Canada, is
that correct?
Yes, it does. And, then, it -- it runs from Boston,
basically, to Portland. 1[It ties up at the line that
cones from Sabl e |Island that cones down from down
central Mai ne.
So, what is your understanding of how gas fl ows through
that |ine?
Gas flows at this tine from Canada to Boston in that
line, runs to the Boston market. There is offtake at
t he Newi ngton Station for the New ngton power plants.
And, yes, that's where the offtake is for it.

CVMSR. BELOW That's all.

CHAI RVAN GETZ: Conm ssioner |gnati us.

CMSR. I GNATIUS: Thank you. Good

afternoon, M. Sansoucy.

W TNESS SANSOUCY: Good aft ernoon.

BY CVBR. | GNATI US:

Q

You know fromthe filed testinony and from hearing the
PSNH wi t nesses at the start of this case that PSNH i s

very reluctant to nake forecasts of future prices,
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correct?

Yes, they are.

What do you nmeke of that reluctance, given what you do
in forecasting prices?

| think that it's very valid that Public Service
operate in the existing world the way they do.
Unfortunately, what | have to do in ny world is
forecast, because | have to produce val ues now, and I
do it by forecasting. Public Service has |ong asked
us, along with other utilities, not just them to

consi der the income approach, market sales approach, to

valuation of their utility property. It requires ne to
forecast. So, | have to put that out there. Forecasts
are just what they are, they' re forecasts. In this

I nstance, | conplinment Public Service for structuring a
PPA that is essentially -- doesn't need forecasts to

potentially provide benefits. Especially in light of
what occurred in, you know, the last round of the |IPP
you know, the 15 cent contracts were based on forecasts
at the tine. W were all in the room when that
happened. W were wong by 30 years. Here we are
today, | guess, but we were wong when that happened,
So -- except the early ones. | renmenber the early

contracts were structured simlar to these, what |
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called then the "original 90-10s". \Were 10 percent of
the total cash flow was put into an account, an escrow
account, to be used agai nst under-market power
paynents, versus over-mnmarket power paynents for the

rat epayers. And, those got washed out through
forecasts.

So, ny world, | have to forecast. In
this PPA, | think Public Service has done a good job of
structuring a PPA without relying on forecasts. And, |
under stand why they have done it.

Do you have confidence in your forecasts?

Yes, | do. | have confidence in them because | have
to -- | have to choose forecasts that, to the best of
my ability to screen through their assunptions, are
reasonabl e. Now, that doesn't mean | accept everything
they say verbatim That doesn't nean that ne sitting

i n New Hanpshire, in the center where | val ue property,
agree with every conponent in the forecast. But, yes,

| have confidence in them | have used the original
Platts. Ventyx is the outgrowh of the original Platts
Forecasting G oup, and we've used them now for about
ten years. One of the good things about using them and
staying with them they're a good forecasting, is the

consistency that it provides ny towns and cities and
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the utilities we value. Right or wong, there is a
consistency in the valuations that relate to consi stent
forecasts. And, that's a positive thing for both the
communi ti es and the taxpayers.

When you first identified in your direct testinony that
you t hought that the Laidlaw plant and the PPA could

|l ead to a $300 million savings, why did you not
quantify those savings and go through the anal ysis?
Because | was working on running val uation nodels for
the City. | was comng up with very positive val ues,
much greater than the testinony was saying. | was then
goi ng back and putting together the pieces of what are
t he conponents of that value, that over value? 1Is it
carbon? Is it electricity? Is it capacity? 1Is it the
RECs? And, | got to -- | was able to get to the point
of producing the estimate of 300 million in tine for

the direct testinony. But | was not able to put

together a illustrative 20-page technical package on
all the reasons why, because it was all in the
conputer, it was all in ny notes. | had run all of the

property values. And, the property val ues were com ng
i n much higher than the testinony would allow you to
believe. So, | knew that there was sone positive

benefit that was accruing under the surface. | needed

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

118

to find it. | didn't get to the ability to put
together a nore detail ed package for the direct
testinmony by the tine it was due.

How do you get to a total if you don't know your
conponent s?

| was devel opi ng ny conponents. | did devel op them
But how do you start with a total of 300 and then | ater
figure out what the conponents are that add to 3007
No. | didn't start with the total. Wat | started
with is, on Exhibit 10, the Base Case. That Base Case
cane directly out of my valuation work, where | nodel ed
t he power plant and nodel ed t he PPA

M. Sansoucy, | asked you about your direct testinony,
OCh, |I'msorry.

-- in which you included $300 million wthout any

expl anati on on Page 9.

Right. Right. M 300 mllion, | did prepare -- | did
have the nunbers that prepared the table for Exhibit 1
in ny PPA -- ny data request. | had those nunbers put
together in different increnments and pieces.

You stated that a nunber of renewable plants have been
"cancel ed", despite early interest in being in the

queue and ot her early devel opnent discussions. Wat
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are sonme exanples of actual plants that have been
cancel ed?

Wl |, the nost recent cancellation is Madiera
Ener gy/ Pi oneer Energy, the 50 negawatt wood pl ant that
is proposed for the Greenfield, Massachusetts area. In
talking with the devel oper | ast week, they're
essentially giving up on that plant. The Russel

bi omass plant, in Russell, Massachusetts, is
essentially on ice. And, then, on the | SO website,
there is alist, and it's actually printed with the |ISO
gqueue, that lists all of the cancellations of projects.
They got the queue, and then they got the

cancel lations. But the two big biomass plants in
Massachusetts, one is essentially canceled and one is
on hol d.

And, it's your view that that's because of financing
constraints w thout a PPA?

The two wood plants are financing. They' re essentially
permtted. There is a -- there was a wind plant in
nort hern Vernont, where the owner is wal king away from
his -- that proposal, up in the Northeast Kingdom

And, that is just not going to be financially feasable
for him it's too snall. But no one's offering --

Everybody needs a PPA to get going, and nobody is
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offering a PPA to get going. They need a -- you know,
we know that Russell Bionass cannot get a PPA for their
wood plant, for exanple.

Let ne ask you about your Exhibits 9 and 10. 1've
heard two different answers to a couple of questions,
dependi ng on when they were asked. And, so, |'m going
to ask you again, and see if nmaybe it was ny notes that
were wong. On Exhibit 9, did you assune the higher or
the | ower capacity?

Exhibit 9 doesn't require the assunption of a high or

| ow capacity, except in the capacity price conversions.
And, those conversions we're assunm ng the lower, on K
and L.

And, | have a record that M. Bersak asked you that
question, and you said it assuned the higher "67.5
capacity". So, it's the |ower?

| have to doubl e-check. W' re going back and forth.
can answer that very quickly. The Exhibit 9, it
assunes the 67.5. It's the higher. | just cross
calculated the capacity, it's the higher. And, it is
the higher. So, | have converted it to the higher.

So, the answer a nonent ago to M. Belowis wong, it's
not the |ower nunber, it's the higher?

It's the higher nunber, yes, it is.
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And, on Exhibit 10, does it use the higher or the

| owner ?

10 uses the | ower, because it was created earlier.
Okay. So, when you just told Conm ssioner Below it was
t he higher, that was a m stake?

Yes. It's reversed.

If Exhibit 10 was created after Exhibit 9, why would
you go fromthe larger in Exhibit 9 to the smaller in
Exhibit 10?

No. Exhibit 10 was not created after Exhibit 9. It
was included in this docunent, but it was the first
creation based on ny original direct testinony for the
300 mllion. And, then, it was prepared for the data
request, and it was included in the rebuttal testinony.
Simlarly, | heard two different answers on Exhi bit 10,
in Columm E, whether it was based on -- the capacity
pri ce was based on 2009 or 2010 figures. You said to
M. Mduskey that "it was based on 2009" -- excuse ne,
"2010". But, | think, when an earlier discussion was
that it was using the 2009 figures, and the only thing
t hat had changed were the calculation -- the

escal ation, the 2.5 escal ati on?

kay. Colum E in 10 used the Fall 2009 energy price.
It used the Conpany contract REC, and the Fall 2010

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

122

capacity price.

And, why use a different year?

Because the whol e point of 10 was to back up ny

statenment that, under a high energy, high capacity

scenario, there could be significant savings to the

rat epayer. The forecast for energy, the high energy,

whi ch i ncludes carbon, was fall and spring, were the

| ast two forecasts for Ventyx wth carbon. The high

capacity forecast is the nost recent. So, | married

the two forecasts to cone up with the high scenario to

back up ny statenent, that the whole -- the statenent

in the direct testinony is, under a high energy, high

capacity forecast, i.e., the Fall or Spring 2009

energy, the Fall capacity of 2010, to nmarry those two

together, that's why you' ve got two separate years.

There's no greenhouse gas forecast for Fall of 2010 for

energy. They did not forecast it, they took it off the

t abl e.

CHAI RMAN GETZ: |I'msorry, say that
agai n.
W TNESS SANSOUCY: There's no Fall 2010

forecast for carbon. Ventyx did not include it in their
forecast. They took it off the table until further

clarity fromthe Legislature, from Congress.
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BY CMSR. | GNATI US:

Q

Looki ng at your Exhibit 9, at the Colum J, "Total
Mar ket Capacity", between Year 1 and Year 2, there is a

significant increase.

Yes.
And, | guess | won't ask you to give the nunber, if
that's protected. | don't know the source of the

nunber, so |'m not sure.

It's not protected.

Al right. It does not conme fromthe Ventyx nunbers?
One, the first one does not cone from Ventyx. The
first year is 2014, which is the |last year of the
capacity forwards, which is $36 a year. The second
year cones from Ventyx at 2.5 percent inflation from
2010, and that is $93 a year from Ventyx, adjusted for
inflation. No. The 93 is adjusted with 2.5 percent
inflation from2010. It was 80 sone odd dollars in the
Ventyx forecast. So, that's -- the junp is com ng off
of the forward capacity pricing narket for 2014 to
2015.

And, the significant increase in Years 1 and 2 in
Colum L, can you explain that also please?

Yes. That's exactly the sanme. One is the capacity

price in kilowatt-nonths, and the other just converts
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that to capacity price in negawatt-hours. It's just

t he conversion of the capacity price converted to the
nmegawat t - hours produced for the year. So, this exact
sanme reason for the change. One is the forward
capacity market, the other is the Ventyx projection for
2015.

You said to M. MO uskey that, although Ventyx studies
I ncl ude projections of REC prices, you didn't use or
study them correct?

| studied them W did not use them

And, you said that it wasn't appropriate to use them
because the REC price is fixed in the PPA, correct?
That's correct.

But didn't you also say to M. MU uskey that the
energy price is fixed in the PPA, but for the Wod
Price Adjustnent?

Yes.

Then, why is it appropriate to use the projections for
the energy price fromVentyx, but not to use the REC
price from Ventyx?

Because | am conparing the effect of energy and
capacity forecasts on whether or not this PPA has a
possi bility or probability of being a good deal for the

ratepayers. It is in direct rebuttal to Staff and OCA
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not addressing those two issues, especially the
capacity. | wll point out that the Ventyx capacity
pricing is approximtely equal to the PPAin their
projections. So, it runs up about $25 to $30, plus
inflation. And, the bulk of the PPA, which would bring
It up to 40 to 50, the bulk of the PPA, at 50 percent,
is down around $45. | did not use that projection,
because | wasn't doing that analysis. M analysis is
very sinple. You avoided the issue of capacity, which
is a maj or conponent of a wood plant. It's
significant, it should be valued and taken into
consideration. Staff didn't deal with capacity,
period. And, then, | went to the issue of energy. The
testinony against this plant is based on the current
short-termenergy outlook. And, that energy outlook is
tanked. We know that. | don't believe it's going to
stay there. | believe it's going to reverse.

| did not do an i ndependent projection
of the value of the RECs. The RECs are fixed, in ny
view. And, | don't believe they would add anything to
ny analysis. Although, | will say that the Ventyx REC
pricing is not that dissimlar fromthe di scounted RECs
in the PPA.

M. Edwards asked you about what woul d happen if, as he

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

126

put it, Noble filled the capacity on the transm ssion
i ne, and what that would nean for what Laidl aw woul d
have to do. Let ne ask you a slightly different
question, which may or may not be what he was getting
at. If the Noble Wnd Project were running at ful
capacity, and Laidl aw were constructed, would not

Lai dl aw be di spatched down to allow the wind plant to
be fully dispatched during a period of high production?
My conservations with the people in the North Country
fromPublic Service on that grid is this: That there
Is the possibility of a coincident peak, with a
significant outflow fromthe hydroelectric plants, and
very little internal use by the people in the Berlin
area that could result in a high water, so high hydro,
hi gh wi nd, and hi gh woods, where, for sonme period of
tinme, either short or |less than short, Laidl aw woul d
have to probably feather back, that's true. And, |
think, in all of the capacity factors that everyone has
tal ked about, | don't think it would be that
significant to Laidlaw, because if the wind is
operating at a 25 percent capacity factor, and Laidl aw
is at a 85 percent, there's 15 full percentage points
for Laidlaw to feather back within its capacity factor.

Whereas, that represents nore than 60 percent of the
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time that the wind would be running 15 percentage
points to 25. But, yes, | think -- | believe that
everybody believes that there could be a set of

ci rcunmst ances where Laidl aw woul d have to throttle back
until the systemcorrected itself.

Well, is it the systemcorrecting itself or just sinply
that there's nore capacity avail abl e?

The | oads flow, that's correct. The | oads re-adjust
and the capacity becones available and it goes back up.
That being said, 100 negawatts of wind is a |lot of w nd
on the Coos grid. The Laidlaw plant is going to
stabilize the frequency of that wnd. There's no
question about that. Especially, if Conerford and
Moore are offline for any reason, because they back
feed in and they control the frequency of that grid.
That is going to be essential to the frequency control.
The di spatch people may feather the wind back a little
bit, by feathering the blades, if they need to.

But | think the primary answer to your
question is | think that, wthin the capacity factor of
Lai dl aw, there coul d be coincident peaks where they
have to throttl e back.

CVSR. | GNATIUS: No ot her questions.

Thank you.
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BY CMSR. BELOW

Q

| am confused about sonething you just said. You were
tal ki ng about a high wind situation where the Coos Loop
may reach transm ssion capacity. And, you referred to
sonething li ke a 20 percent or sonething capacity
factor. In a high wnd situation, isn't the capacity
factor wwnd close to its full capacity?

Yes. Yes. At a high wind, it's close to its ful
capacity, but that doesn't occur very often. And, at a
25 percent capacity factor, the days where that would
occur are far less than the days where Laidlaw is
running at full bore. So, you need to have coi nci dent
peaks in order to create that bottl eneck. And,
Laidlaw s -- the wwnd plant is not going to run at ful
capacity every single day of its capacity factor.
There's going to be very few days where it actually
runs full bore, all turbines, across that ful
cross-section of nountains, because the wind varies so
much. But it coul d happen.

And, your understanding is that it would have priority
on the transm ssion |line when that occurs in general,
over the Laidl aw?

My understanding is, reliability of the Gid is top

priority, no nmatter who's in the queue. That the
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frequency and the reliability of the Gid has top
priority. So, Laidlaw could have top priority for
frequency control and VAR control, depending on what's
happening in the Gid, and the wi nd boys woul d have to
feather their turbines.

Al else being equal, it's ny
understanding that first in the queue, that the w nd
peopl e woul d have first priority, if there was a
di spute on when they would run versus Laidlaw. But ny
understanding is, when these plants are built, they
ultimately, under the interconnection agreenents, have
to defer to reliable operation for the Gid, as
di spat ched by New Engl and | SO
And, when you, in your direct testinony, suggest that
there's a scenario which ratepayers could save up to
300 mllion over 20 years, under a carbon-constrained
hi gh capacity cost market in the future, what have you
assuned about the Laidlaw power plant, in terns of
carbon-constrai ned use -- use of those figures fromthe
Ventyx earlier forecast?

|'ve assuned that the wood-fired plant, Laidlaw, wl]l

not pay a carbon tax. That it will be deened
"carbon-neutral". And, it will not pay a carbon tax.
It will be advantaged over a fossil fuel plant.
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And, what do you think the |ikelihood of it qualifying
for Class | RECs in Massachusetts is? At the tine it
cones on line in 2014? Do you think that's likely that
it will qualify for Cass | RECs in Massachusetts from
what you know?

Fromwhat | know, | think that the -- | think that
Massachusetts will change, and that no wood plant wll
qualify for dass | RECs that's not |ocated in the
State of Massachusetts. M own personal opinion is
that it is less likely that it will qualify than not
for Mass. REGCs.

And, the two that you referred to earlier that were
cancel ed, you said the reason you understand they were
cancel |l ed was because they couldn't get PPAs or
financi ng. Does Massachusetts' change in its policy
with regard to its RPS potentially bear on why those
wer e cancel ed?

Yes. There's a confluence of not being able to get a
PPA and a confl uence of Massachusetts putting a freeze
on any additional Cass | RECs fromwood plants, until
they review their carbon policy on wood plants and wood
sustainability in the State of Massachusetts and issue
new regul ations in that regard. So, even if they

wanted today to get a contract, because this has been
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ongoi ng for several years, even if they wanted a
contract today, that contract would have to be outside
of Massachusetts, and they would have to ship their

el ectricity out of Mssachusetts, if they wanted RECs
today i n Massachusetts.

And, is that because Massachusetts seens to be
considering a policy where they m ght not deemcertain
bi omass fuel power plants to be carbon neutral ?

No, that's not what it is. |If you read the Manonet

study that was comm ssioned by the State, the Manonet

study --
Excuse ne, | didn't ask about the Manonet st udy.
Ch. Ckay. But to get -- then, to get to your

question, Massachusetts is |ooking at whether or not it
shoul d devel op a policy of forest sustainability, as
opposed to any form of whol esale |iquidation. And,

that forest sustainability, i.e., burning only what you
grow, will severely reduce the nunber of wood plants
that could possibly be built in Massachusetts to
approximately one and a half 50 negawatt plants. And,
it is considering that policy as the appropriate way to
permt the use of its own forests. And, what it says
is that the carbon deficit fromthe cutting, if they

sl ow down the anpunt that's burned annually in the
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State of Massachusetts, that deficit fills in nuch

qui cker, so that it becones carbon positive nuch faster
or environnmentally positive nmuch faster, than it would
ot herwi se have becone.

If we ook at your Exhibit 10, and using your -- in
years 2014, 2015, and 2016, under your assunptions that
you used for Column E, which include using Ventyx
energy and capacity narket value forecasts, conpared to
the Base Case. In Colum F, you have a positive val ue
for those first three years of operations, is that
correct?

Yes.

And, those positive values would indicate over-market
expenditures by PSNH for the purchase of that energy
and capacity?

Yes.

And, it essentially assunes that the RECs are neither
over - market, nor under-market, that they are, in
effect, equal to market, is that --

It assunes that the RECs are what they are.

And, that there's no over-market expense in those?
That's correct.

Ckay. Do you have any concern about, in those early

years, there being an over-narket expense that would

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

133

rai se Default Service rates and increase the mgration
of custoners who choose conpetitive suppliers that are
| ess expensive?

That's a great question. It has two parts. One is, if
there's an over-narket expense that raises rates. And,
that has to be factored into the total rate structure
of Public Service, in that an over-market REC expense

I s one expense on the plus side of the | edger, while
there nay be expenses on the negative side of the

| edger that do not raise rates, so that there's a net
that doesn't raise rates. Ckay. A second part of that
question is, that if rates go up one percent half a
percent fromwhat they are now, | don't believe you're
going to see continued accelerated mgration from
Public Service that we have seen in the last, | think,
two and a half years. |[If you |look at the curve and the
precent, that curve has flattened right off as to the
accel eration. The accel eration has stopped, and the

m gration curve has flattened at around the 30 to

31 percent range. That is sinply because the easy
peopl e who can mgrate, the people who can benefit the
nost frommgration, with this very low electric price,
have migrated. The residential and the comercials are

not significantly mgrating. It's too nuch work and
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nobody is servicing them Wen we talk to the power
mar keters, they're not even chasing the residentials,
because the cost of servicing the accounts greater than
the net benefit that they can get fromthe electricity.
So, | think the mgration is beginning to feather off
and is not going to substantially grow. That's ny --
that's ny personal opinion.

Secondly, this sword has an enor nous
back edge to it. |If electricity prices -- if natural
gas prices begin to nove at all, the advantage of the
mgrants is going to dimnish. And, the conpanies are
not going to be able to offer it. And, sone portion of
t hat capacity is com ng back, which is going to have a
tendency to reduce rates if it has to be served.

Unless there is a real toggle problem because Public
Service is holding capacity, and the whol e issue of
toggl i ng back and forth and how nmuch capacity does
Public Service have to hold. But |I think the mnute
that gas starts to rise, you' re going to see a stop in
the mgration and probably a reverse. And, |
personally don't believe you' re going to see a greater
| evel of mgration going forward. Public Service is
essentially nore than a third residential, a third

commercial, and less than a third industrial. And, the

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Sansoucy]

135

bul k of the big commercials and industrials have noved.
The rest of them it's just not worth the power
marketers to try to serve those accounts for one cent
or a penny and a half a kilowatt on 6,000 kilowatts a
year, they can't do the paperwork. That's ny opinion
on that.

CVMSR. BELOWN That's all.

CHAI RMAN GETZ: Any redirect, M. Boldt?

MR. BOLDT: No, M. Chairman.

CHAI RMAN CGETZ: Ckay. Then, the wi tness
is excused. Thank you.

W TNESS SANSQUCY: Thank you, your
Honor .

CHAI RMAN CGETZ: | think what we'll do
now i s take the lunch recess. And, after the recess, then
| understand we'll go to M. Traum And, so, let's resune
at 2:30. Thank you, everyone.

(Wher eupon the lunch recess was taken at

1:10 p.m and the hearing resuned at

2:40 p.m)

CHAI RMAN CGETZ: Ckay. Good afternoon.
We're back on the record in DE 10-195. And, turning to
the Ofice of Consuner Advocate. M. Hatfield.

MS. HATFI ELD:  Thank you, M. Chairnan.
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The OCA calls Ken Traumto the w tness stand.

(Wher eupon Kenneth E. Traum was duly
sworn and cautioned by the Court
Reporter.)

KENNETH E. TRAUM SWORN
Dl RECT EXAM NATI ON

BY Ms. HATFI ELD:

Q

o >» O >» O »

o >

Good afternoon, M. Traum Whuld you please state your
full nanme for the record.
Kenneth E. Traum
And, by whom are you enpl oyed?
" menployed by the O fice of Consuner Advocate.
And, how | ong have you been with the OCA?
For at | east 21 years.
And, have you testified previously before the
Conmmi ssi on?
On many occasi ons.
Did you file testinony in this proceedi ng?
Yes, | did.
M5. HATFI ELD:  And, M. Chairman, we

have premarked M. Traums testinony as "OCA 1-P" for

public and "1-C' for confidential.

BY MS. HATFI ELD:

Q

M. Traum do you have a copy of both of those versions
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bef ore you?

Yes, | do.

Do you have any changes or corrections to make to your
testi nony?

Not a change as such, 1'd just |like to point out that
my Attachnment 7 had been conpletely confidential. And,
based upon a correspondence from Public Service, part
of it, the part that was relevant to ny testinony, was
made public. And, the OCA has previously submtted the
revi sions making that part of Attachment 7 public.

And, you don't have any other changes or corrections?
No, | do not.

Woul d you pl ease, as briefly as possible, summarize
your testinony.

Certainly. M testinony in a nutshell is that the PPA
as proposed, puts too great a risk on Energy Service
customers of Public Service. The risk is just too high
t hat over the 20-year termof the PPA they will have to
pay rates in excess of the market. That conclusion is
reached by conparing market price scenarios and PPA
price scenarios for energy and capacity and RECs over
the 20 years of the PPA. | understand that these are
sinply scenarios and not a prediction of the future,

but they do illustrate that the PPA could be
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significantly over market.

Though PSNH cl ai ns that the Cunul ati ve
Reduction Fund, the CRF, mtigates the risk to
rat epayers of paying higher rates, in ny view, in the
OCA' s view, it does not. The CRF itself is too risky
and has many flaws that | go into in ny testinony. 1In
the end, it's possible that the CRF will have no val ue.
And, even if it does, it does not nake ratepayers whol e
during the 20-year term

RECs are a major concern under this PPA,
for three main reasons. First, as we've heard, Public
Service Energy Service custoners do not need the RECs
in the early years, so they're buying a product they do
not need.

Second, the current RPS law may end in
2025. But, under the PPA, custoners nust purchase the
RECs for the years 2026 through 2034. 1In terns of
pricing of the RECs, the risk is too high that
rat epayers could pay nore than necessary and may
purchase a product that is not required.

It is not ny testinony that | know
exactly how much of the PPA will be over market. M
testinmony was that the PPAis too risky as it is

currently structured. In ny testinony, | also explain
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why t he OCA has concerns about the Wod Price
Adj ustnent, and the fact that the Schiller plant is the
benchmark for the wood pri ce.

Wth regards to the 20-year term the
OCA agrees with PSNH about the uncertainty and inherent
I naccuracy of long-termforecasts. Once burned to the
tune of $2 billion over market, we don't want to go
anywhere near that path again. W frankly hope that
our projections in our testinony do prove to be wong;
however, the risk that we mght be right is why this
PPA, as currently structured, cannot be approved.

The OCA believes that any PPA proposed
should be nore closely tied to market prices, such as
t he Lenpster PPA. And, in conclusion, the OCA again
bel i eves that the Conm ssion should reject the PPA as
proposed, as it inposes an unacceptable | evel of risk
on Energy Service custoners. At the sane tinme, the OCA
Is certainly supportive of renewabl e energy
devel opnent, especially in the North Country. W
understand the need for a wood plant, and we appreciate
what a wood plant would do for that part of the state.
Thank you, M. Traum | have a few questions |I'd |ike
to ask you about PSNH s rebuttal testinony. Do you

have that with you?

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Traum]

QO

o > O »

>

140

Yes, | do.

If you turn to PSNH s rebuttal testinony, at Page 17

pl ease.

| have that.

Do you have that page?

Yes, | do.

Begi nning on Lines 24 and goi ng through Line 27, the
PSNH wi t nesses di scuss the mgration docket. Do you
see that there?

Yes, | do.

And, then, they discuss the fact that that is being
considered or at |east has been raised in the mgration
docket. And, then, they have a statenent on Lines 26
to 27 that says that your suggestion in that docket "is
nonsensi cal, since divestiture wouldn't produce any
value."” Can you respond to that please?

Certainly. And, it's interesting that the Conpany did
not take that position in the mgration docket. As the
Conmi ssi on knows, that docket was opened to investigate
solutions to the significant cost shifting that is
occurring to -- by shifting costs to smaller custoners.
And, it's inpacted by the fact that PSNH s generation
fleet, at least at this point in time, is over market.

So, in that docket, the OCA had suggested that the
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Conmi ssi on perhaps open a proceeding to look into the

| ssue of divestiture. W weren't saying you should
order divestiture, you should just investigate it.

And, certainly, a driver for why we were saying

I nvestigate divestiture is that we were | ooking at
annual over-market costs from PSNH s generation in the
nei ghbor hood of $100 million. And, that was the real
driver for why we thought divestiture is sonething that
has to be | ooked at. Now, | certainly do not think
that that's a nonsensical issue.

Turning to Page 18 of PSNH s rebuttal, on Line 7, the
Conpany rai ses an issue that you raised in your
testinony, and that has to do with the "matching"

I ssue. Can you address their testinony there pl ease?
Certainly. Under traditional ratemaking, rates are set
based upon the cost of service, not the cost of service
plus a premum which may or may not accrue to the
benefit of sone future custoners in 20 years. So, |
viewthis, in effect, as a version of allowwing CWP in
rates.

If you would please turn to the very | ast page of

PSNH s rebuttal, which is their Attachnent 7 please.

| have it.

And, this provides a history of wood prices for the
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Concord Steam plant, is that your understandi ng?

Yes, it is.

And, you raised an issue related to this in your
testinony, is that correct?

Yes. On Page 11 of ny testinony, | raised a concern
about having a Wod Price Adjustnent that's tied to the
price of wood at Schiller Station. And, when one
conpares the prices fromSchiller, with those provided
for Concord, you can see that historically the prices
at Schiller have been greatly in excess of those in
Concord. So, if we assunme the Schiller costs are
prudent, the conparison buttresses ny concern that
Schiller prices are not a reasonabl e proxy for what

Lai dl aw woul d pay for wood in an even nore rural area
t han Concor d.

M. Traum |'d like to ask you a few questions about
what has been marked as "PSNH Exhi bit 9 Revision 1".
Do you have a copy of that with you?

Yes, | do.

And, you were here, | believe, when the Conpany

W t nesses testified about this docunent?

Yes, | was.

And, could you just give us any reaction that you have

to what's in this docunent that is actually titled
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"Changes to PPA offered by Laidl aw' pl ease.
Yes. And, |I'd start by conditioning by comments by
first saying, | have not had an opportunity to conduct

proper discovery or analysis of the potenti al

revisions. And, as M. Long had even said, in response
to a question fromAttorney Bersak, it's a guess on
whet her or not these changes are better or worse for
Energy Service custoners.

Now, noving on to the specific itens
wWithin Exhibit 9 Revised. On Item 1, the contract
quantity, under the current PPA, even PSNH i ndi cates
there's an anbiguity in the project size for purposes
of the PPA. Under Exhibit 9 Revised, the size will be
hi gher than that used by PSNH in its Base Case
scenario, as well as Exhibit 1 to the original PPA
Since the OCA views the over market risk of the PPA as
originally proposed as being unacceptable, we view this
provi sion as sinply nmaking things worse, by clarifying
that the plant and the PPA can be expanded
significantly above | evels indicated in previously
provi ded i nfornmation.

On Item2, "Interest on [the] Cunul ative
Reducti on Account", although the OCA continues to

di sagree with the concept of a CRF, if the Conm ssion
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were to decide it is appropriate, then we believe
I nterest should be included. At this point, though, we
don't have a position on whether the proposed interest
rate is the appropriate one.

Wth regards to Item 3, which greatly
expands the purview of the CRF to include RECs, again,
I f the Comm ssion were to decide it is appropriate to
have a CRF, then we would believe it is appropriate to
expand it to include RECs. But we disagree with the
exclusion of Schiller RECs and are concerned that
Energy Service custoners aren't fully protected agai nst
the possibility that the CRF wll exceed the narket
value of the plant at the end of the PRF -- PPA

On Item4, that by itself doesn't change
anything fromthe original PPA

Item 5 reduces the Wod Price Factor
from1l.8 to 1.6 for any price variances from $30 per
ton. This change would work to the benefit of Laidlaw
or Energy Service custoners, depending on the price of
wood at Schiller. Getting beyond ny prior comments
about the inappropriateness of using Schiller prices as
a proxy for the WPA, 1.6 -- if 1.6 is good enough for
vari ances in wood prices, we think it should be used

t hroughout the PPA, just not -- not just for variances.
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CHAI RMAN GETZ: Just one thing. On
Nunber 4, the "Base Price Energy"”, which you said it
"doesn't change anything”. It doesn't change anything
about your opinion about the riskiness of the contract?
W TNESS TRAUM  Under the current PPA,
t he base price would still be lowered from83 to 75.80, if

the cost of wood went from34 to 30. Wat is changing is
that they're noving the base from34 to 30 for purposes of
the 1.6.

CHAI RMAN CGETZ: Ckay.

W TNESS TRAUM Only for that.

CHAI RMAN GETZ: Ckay. Thank you.

BY Ms. HATFI ELD:

Q

M. Traum you just a few nonents ago made a reference
to the fact that you don't agree that Schiller RECs
shoul d be excluded fromltem 3, do you recall that?
Yes, | do.

And, do you also recall M. Long's testinony |ast week
that it's the Conpany's position that the Schiller
agreenent and the order in the '03 docket requires the
Conpany to sell Schiller RECs?

| do recall M. Long's testinony.

And, as soneone who participated in that docket, do you

agree with that interpretati on?
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No, | do not.
Can you expl ain why pl ease?
Certainly. By way of background, one nust renenber
that, at the tinme, New Hanpshire didn't have an RPS
statute when we were negotiating the nodification.
That said, the 50/50 sharing between stockhol ders and
Energy Service custoners was based on the difference
bet ween an annual revenue target and actual annua
i ncremental total revenue. And, now, |I'Il quote from
the revised wording in the joint notion that was
accepted by the Commi ssion on this. And, it said, "The
actual annual increnental total revenue (increnental
total revenue) achieved by the Northern Wod Power
Project shall be the sumof all increnmental revenues,
credits, and cost avoi dances achi eved by PSNH, from all
sources, that would be included in PSNH s annual
adj ustnent to energy power supply costs."”
And, M. Traum that docunent you're referring to is
fromthe Conmm ssion docket DE 03-166, is that correct?
That is correct. And, the Joint Mdtion for
Reconsi deration, which was accepted in O der Nunber
24, 276.

And, what | would focus on is the words

"cost avoidances". Cearly, replacing a REC that PSNH
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m ght have to purchase under the Laidl aw PPA with one
from Schiller would be an exanpl e of cost avoi dance.
The armount of the cost avoi ded woul d be subject to the
sharing fornula simlarly to revenues fromthe sal e of
the Schiller RECs to a third party.

And, even in PSNH s testinony in the
under |l yi ng docket filed on March 19th, 2004, in support
of the nodification petition, they stated on Page 8,
Lines 8 through 11, "Regardl ess of the revenue, credit,
or cost avoi dance nechani sm negawatt-hours generated
in a cal endar year and the associ ated renewabl e
attri bute revenue and any avoi ded costs of a cal endar
year will be credited during the annual reconciliation
that occurs in the follow ng year. Again, cost
avoidance is treated equally with increnmental revenues
and credits.

M. Traum |'d like to ask you a question about

Dr. Shapiro's rebuttal testinony. Do you have that
wth you?

Yes, | do.

And, do you recall that she has testified about both
t he econom c benefits of the Project, and she's al so
acknow edged that the Project could result in an

I ncrease in energy rates?
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Yes.
And, did you have any response to that?
Yes. And, | guess | just want to really address the
i ssue of inpact on energy rates. And, | think, at the

sane point, to respond to a question from Comm ssi oner
| gnati us about potential rate inpacts here. Wat |
want to point out is that the inpact of the potenti al
$26 nmillion over-market paynments under the PPA on an
annual basis, the $26 million | believe is the nunber
that Dr. Shapiro used in her testinony, that that
26 mllion would only inpact a subset of PSNH s
custoners, the Energy Service custoners. Wich they
represent |l ess than 70 percent of PSNH s total | oad.
And, as the Comm ssion knows fromthe m gration docket,
they're primarily the smaller captive custoners.

In terms of the potential inpact of
$26 million on the Energy Service rate, if | sinply
were to |look at current forecasts of Energy Service
sal es on an annual basis, we're in approximately the
five and a half mllion nmegawatt-hour range. So,
$26 mllion, spread over five and a half mllion
megawatt - hours, is about a half a cent inpact on the
Energy Service rate. |If we say an Energy Service rate

I's hypothetically 10 cents, that's a 5 percent increase
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in the Energy Service rate. That's, to ne, a
significant inpact, which would further induce

m gration, thus aggravating the situation for, again,
t he captive custoners.

M. Traum |'d like you, if you have it with you, to
pl ease turn to the Ventyx materials that have been
provided by the Gty of Berlin.

Yes, | have that.

And, do you al so have M. Sansoucy's rebuttal testinony

with you?

Yes, | do.

And, I'd like to ask you a few questions and try not to
get into the copyrighted material, if that's possible.

If you look at the very |ast page of M. Sansoucy's
rebuttal, that's his "Exhibit 10", do you have that?
Yes, | do.

And, | think M. Sansoucy testified earlier that, in
each of his colums in Exhibit 10, he used the PPA REC
price. |Is that your understandi ng?

Yes.

So, even though it seens as though he was trying to do
a conparison of the PPA versus market, when he was
devel opi ng the market price, he used the PPA REC price,

Is that right?
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He apparently, as | understand his explanation on the
stand today, which differed somewhat fromthe

expl anation at the technical session yesterday, that,
for purposes of Exhibit 10, he used either a 2009 or
2010 energy or capacity prices from Ventyx, but he

I gnored the Ventyx REC assunptions forecasts.

Can you just pull the mcrophone a little closer?

Thank you. But M. Sansoucy did acknow edge that there
is a REC forecast in the Ventyx materials, right?

Yes, he did.

And, we could find that on the second to | ast page of
the big Ventyx 2010 packet at Page E-2, is that right?
That's correct.

And, do you know, if you look at that table and use the
pricing that's appropriate for our region, does that
change the outcone of M. Sansoucy's Exhibit 107?

It absolutely does. After receiving the information
from M. Sansoucy yesterday, and the spreadsheets, |
saw there was an inconsistency in terns of the
application of the Ventyx nunbers. And, | tried to
recreate what the PPA price versus nmarket woul d be over
the 20 years, if | were to use Ventyx for the Ventyx
energy, capacity, and REC price forecasts. Wen | used

all three of those, what | cone out with is that the
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Lai dl aw PPA paynents are 300 mllion over the Ventyx
mar ket forecasts.

CHAI RVAN GETZ: Are they all at the sane
Vi nt age?

W TNESS TRAUM  Yes. | used Fall 2010
consistently, the nost recent information that we were
pr ovi ded.

MS. HATFI ELD: | have nothing further.
The witness is available for cross-exam nation. Thank
you.

CHAI RMAN CGETZ: Ckay. Thank you. Has
t here been sonme agreenent on order of cross? Because, in
t he absence of such agreenment, | guess | would go to
M. Shul ock, Ms. Am don, M. Edwards, M. Boldt, and M.
Ber sak.

MR SHULOCK: Ckay.

CHAI RMAN GETZ: M. Shul ock.

CROSS- EXAM NATI ON
BY MR SHULCOCK:
Q M. Traum 1'd like to direct your attention to | PP
Exhibit 26 and 27. Do you have those up there with

you?
A | do not have those, | don't have the | PP ones.
Wiether it's a particular data response, | may have it.
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(Atty. Shul ock handi ng docunent to the
W t ness.)

W TNESS TRAUM  Ckay. Thank you. Yes,

have t hem

BY MR SHULOCK:

Q

On Page 6 of your testinony, when you were determ ning
the risk that ratepayers would face as a result of the
Lai dl aw PPA, you estimated a cunul ati ve over - nmar ket
cost for RECs of $276 mllion, is that correct?

Yes. And, that nunber appears on Line 21.

Okay. D d your estimate account for there being no RPS
requi renent in 2026 and beyond?

For purposes of the 276 mllion, | assuned that the
RECs woul d conti nue.

And, if the RECs did not continue, how woul d that
change your anal ysis?

VWll, that's the basis of |IPP 26, which would indicate
that it would add approxi mately another $100 mllion
over market to ny 276 mllion.

And, if | can direct your attention now to Page 10 of
your testinony and KET-4, and | PP Exhibit 27.

| have it.

When you were determning the risk that ratepayers

woul d face, you estimated the interest on the
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over - mar ket costs under the Cumul ative Reduction
Account. And, you estinated those to be $4.7 mlli on,
Is that correct?

That is on Line 2 of Page 10 of ny testinony.

And, you estimated that at what percentage rate?

| believe | used three and a half percent, which
believe was the prine rate at that point in tinme, which
Is consistent wwth the rate the Conm ssion uses in

ot her proceedi ngs.

But, in your direct testinony, you did not calcul ate

i nterest on the over-narket costs of capacity and RECs.
And, we asked you to do that as part of a discovery
request, and you did. And, can you tell us what your
estimate is of the interest on the over-market cost of
capacity woul d be under the PPA?

Approximately $1 mllion.

Ckay. And, if you assuned that the RPS continued, what
woul d be the interest on the over-narket portion of the
REC paynent ?

Agai n, using the sanme interest rate assunption,

approxi mately $120 mlli on.

And, if you assuned that the RPS ends in 2025, would
that add an additional cost?

That woul d add an additional $14 mlli on.
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And, this norning you testified about the inportance of
mgration. WIIl you agree that one of the nost
| nportant factors to project, when |ooking at PSNH s
Default Service needs over tinme, would be the rate and
| evel of mgration?
That certainly is a very, very significant issue.
MR SHULOCK: Thank you. | have no nore
questi ons.
CHAI RMAN GETZ: Thank you. Ms. Am don.
M5. AM DON: Thank you. Good afternoon,
M. Traum

W TNESS TRAUM Good afternoon.

BY Ms. AM DON:

Q

Regardi ng the over market analysis in your testinony,
do you consider that to be a forecast or a prediction

of future prices of the PPA products?

| consider it to be nerely illustrative. | wouldn't
call it a "forecast” or "prediction".
Thank you. |If PSNH s scenari os which you used in your

testinony prove to be wong, your testinony would be
that the PPAis still too risky for Energy Service
customers, is that correct?

Yes.

Woul d you agree that the overall purpose of the
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Renewabl e Portfolio Standard is to have a marKket - based
approach to providing a subsidy paid by ratepayers to
construct renewabl e energy facilities?

Yes. The RPS statute was established to create a
subsi dy and revenue stream for the purpose of incenting
renewabl e generation. |If that revenue streamis

I nsufficient, perhaps that's an issue to be addressed
by the Legi sl ature.

Thank you. Now, | think |I heard you say that "the

prices at Schiller" -- or "using the price at Schiller
s not a good index." Does it necessarily reflect the
mar ket ?

Wiere it may reflect the market where Schiller is

| ocated, | wouldn't agree that it reflects the narket
in Berlin.

Thank you. Now, you have said that you reconmrend t hat
the Conm ssion reject the PPA as filed, is that
correct?

Yes.

Does that nean that you are not anmenable to a PPA for
renewabl e energy facilities generally?

Oh, absolutely not.

Ckay. And, regarding the construction of the Laidlaw

projects in Berlin, do you have any opposition to a
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wood pl ant being | ocated there?
A No.
Q And, do you oppose the ratepayers purchasi ng the out put
fromsuch a facility?
A No, as long as it's cost-effective and consistent with
the statute.
Q And, you nentioned the "Cunul ati ve Reduction Fund". Do
you consider that to be a deferral ?
A Yes, | do.
Q Thank you. Do you think that any of the changes that
wer e suggested as "Changes to PPA offered by Laidl aw',
I n PSNH Exhi bit 9 Revised, reduce the risk that the PPA
coul d be over market?
A No, | do not.
M5. AM DON: Thank you. M. MO uskey
has one question for M. Traum
MR McCLUSKEY: Actually, Comm ssion,
|'ve got one area of questioning, so it mght go on for a
little while.
CHAI RMAN CETZ: |'mused to that
equati on of one question.
M5. AM DON: | apol ogi ze.
BY MR M CLUSKEY:

Q M. Traum could you refer to Attachnent KET-4 of your
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direct testinony?

| have it.

| believe this attachnent is setting out how you

devel oped your estinate of the above-market costs for

t he PPA over the 20 years, is that correct?

That's correct.

And, it has essentially three conponents; an over or
under market cost cal culation for the three products of
the PPA, is that correct?

That's correct.

Wth regard to the first conponent, the energy costs,
am | correct that the market energy prices that you are
using in that calculation are the -- conme fromthe

mar ket energy price forecast devel oped by PSNH and
presented to the Staff in their response to 1-117?

Yes. It was the PSNH Base Case forecast.

kay. And, are you aware that the nethodol ogy that was
used to devel op that forecast was based on severa
conponents, one of which was the NYMEX forward
electricity prices, and anot her was the NYMEX nat ural
gas forward prices?

"' mnot sure how nuch PSNH, you know, used those, but |
bel i eve they were involved, yes.

Ckay. And, are you aware that the NYMEX prices used by
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PSNH - -

MR BERSAK: (Objection. The wtness
just answered he doesn't know that they were used. M.
Mcd uskey is not testifying now, he's asking questions.
He's assum ng facts not in evidence.

CHAl RVAN GETZ: Ms. Am don?

MS. AMDON:. | don't have any issue with

t hat objection. One nonent please.

(Atty. Am don conferring with M.

McCl uskey.)

MR M CLUSKEY: Ckay.

M5. AM DON:  Thank you.

BY MR M CLUSKEY:
Q Subj ect to check, M. Traum would you agree that the
NYMEX prices are based on an August 2009 date?

MR, BERSAK: (Objection. W're getting
back to where we were before, "the NYMEX prices".

MR McCLUSKEY: Ckay, Conm ssion. |
guess we're dealing wwth a very inexperienced young
attorney here. So, I'll hand it back over to ny
experienced attorney.

MS. AM DON:  One nonent.

(Short pause.)

BY Ms. AM DON:
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Do you agree that the Laidlaw plant is the only way
wher eby PSNH can acquire Cass | RECs?
No. |I'msure there are other ways.
And, would you agree that, for exanple, the Lenpster --
the contract that PSNH has with Lenpster is another
nmet hod whereby they were able to acquire Cass | RECs?
Certainly.
And, that is a wind farm is it not?
That is correct.
And, could PSNH al so procure RECs by issuing request
for proposals for the procurenent of Class | RECs?
They can certainly go that route.
In your opinion, would that result in the procurenent
of Class | RECs that are closer to market prices?
Certainly has the potential to do that.

M5. AM DON:. Okay. Thank you. That's

all 1 have.

CHAI RMAN GETZ: Thank you. M. Edwards?

MR EDWARDS: | have no questi ons.

CHAl RVAN GETZ: M. Bol dt?

MR, BOLDT: | have no questions at this
time, M. Chairman.

CHAI RMAN CGETZ: Ckay. M. Bersak

MR BERSAK: Thank you, M. Chairman. |

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Traum]

160
wll be referring to a few of the data request responses
fromthe OCA, and |I'Il ask ny trusty cohort here, M.

Hall, to nmake sure that the parties have copies so they
can follow along. | have a copy for the Court Reporter,

the Cerk, and for your readi ng convenience,
Conmm ssi oners.
(Atty. Bersak and M. Hall distributing
docunents.)
MR. BERSAK: Good afternoon, M. Traum
W TNESS TRAUM  Good aft ernoon.

BY MR BERSAK:

Q

| think you stated on your direct and also as a
response to one of the cross-exam nati on questions that
you're not a particular fan of this PPA that we' ve
submtted for approval, are you?

| don't think | used the word "fan".

But you recomrend that it should not be approved as we
have subm tted?

| believe the risk, the above market risk to Energy
Service custoners is just too high.

In response to one of the questions that you were asked
earlier this afternoon, you indicated that you' ve
reviewed the pricing terns of the PPA to assess how

t hey conpare to narket prices, is that correct?
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That's correct.

Wien you perfornmed your review, did you use your own
forecasts of nmarket prices?

| did not use a forecast, per se. | had relied on
PSNH s Base Case, had originally thought was a
forecast, but you' ve since terned a "scenario". And,
assuned that you had an obligation, on behalf of your
custoners, to do the best job you coul d.

Assuming that it is a "scenario", as testified to by
M. Long, what would that make the cal cul ati ons that
you rmake in your testinony? Wuld they also be a
hypot heti cal scenari o?

They woul d be a scenario. And, thanks to the forecast
that was just put into the record by the City of
Berlin, we've got a forecast froman outside consulting
firmthat's a |long-termforecast that could be viewed
as a sanity check for the results that | devel oped and
M. Md uskey and Staff devel oped.

In your testinony, you've said, though, that, on Page
5 that "It is inportant to note, however, that
forecasts generally tend to be | ess certain over |onger
termtinme periods", is that correct?

It certainly is. And, | think -- I"'mnot sure if

that's where | quoted from Public Service's Least Cost
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Pl an or not, but, certainly, | agree with that.

Wiy did you provide that qualification only after your
testi nony, where you testified that "assum ng that
PSNH s forecast for capacity prices is correct [woul d]
result in the PPA capacity costs being $11 mllion
under market"? M question is, why are forecasts |ess
certain over tine when the prices are under nmarket, but
you didn't have a simlar qualification when your

anal ysi s showed an over market anount?

| woul d have the sane concern, whether it was over or
under mar ket .

Wien you perfornmed your analysis of the REC pricing in
your testinony, on Page 5 you testified that you
"consi dered several data points", is that right?

Yes.

If you go to the next page, you testify that using
certain market information "that current market prices
for Class | RECs in 2010 and 2011 are about 30 percent
of the ACP." Do you see that testinony?

Yes, | do.

So, then, you go on to testify that "Therefore, for the
pur poses of ny analysis of how the REC prices in the
PPA conpare to the market, | used anounts equal to

30 percent of the future ACPs over the life of the PPA
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as a proxy for future REC narket prices.” [Is that
correct?

Yes, | see that | anguage.

So, what |'m wondering about is essentially you used
| ast year's price, 2010, and this year's price, 2011,
and then said that those two prices were a fair proxy
for REC pricing five, ten, and alnpost fifteen years
from now?
| said they were "a proxy". | did not, at that point
in time, have anything else to use. Now, we do have
the Ventyx forecast, which to an extent | could view as
confirmatory.
|'"d like you to take a | ook at your response to our
Question Nunber 1, PSNH 1-1, which is one of the data
request responses that | put out.

MR, BERSAK: And, |'mnot sure what our

next exhibit nunber is for that record request.
M5. DENO  Si xt een.
MR, BERSAK: Sixteen is next? If we can
mark the OCA response to 1-1 as "PSNH Exhibit 16"7?

CHAl RVAN GETZ: So mar ked.

(The docunent, as described, was

herewi th marked as PSNH Exhi bit 16 for

I dentification.)
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BY MR BERSAK:

Q

In this data request, we asked "Is it OCA' s opinion and
testinmony that REC prices will be 30 percent of the ACP

for the termof the proposed Laidlaw contract?" And,

is it correct that your answer was "no.
That's correct. And, then | went on fromthere.

Then it went on. It went on to say, "As stated on

Page 6, Line 11, of ny testinony, the OCA used

30 percent as a proxy for future REC markets", and then
you sai d "enphasis added" on "proxy". "I used a proxy
because I do not know what the actual ACP will be for
the termof the PPA. This approach is consistent with
the Joint Petitioners' use of forecasts in their

anal ysis."” So, that was your response. So, it sounds
| i ke your testinony, regarding future REC prices, was
based on a 30 percent value for RECs, 30 percent of the
ACP, which your data request response says i s not your
opi nion of what the future wll be?

That's correct, because we don't knowif it's going to
be 30 percent, 29 percent, 31 percent, or sonething
different. W just knowthat it's going to be
different over the long term

Wul d you agree that the cost of RECs ultimately w ||

be the subject of the principle of supply and denmand?
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And, yes, as well as driven by potential |egislative
changes, whether in New Hanpshire, or, as M. Sansoucy
specul ated on, say, in Massachusetts, where there's a
possi bility that New Hanpshire Class | RECs will not be
el igible for Massachusetts.
Sure. But, if we're tal king about potential changes in
|l egislation, isn't it also possible that the
Legislature of this state or neighboring states could
say "Gee, we think that we should have nore renewabl es
than the present |aw'?
Anyt hi ng' s possi bl e.
Sure. So -- but, unfortunately, you know, we have the
|law that's given to us today that we have to | ook at.
If you take a | ook at what your response was to OCA --
no, PSNH s Question Nunber 5 to OCA

MR, BERSAK: And, we'll mark that one as

the next exhibit, which is nunber "17".

CHAI RMAN CGETZ: So nar ked.

(The docunent, as descri bed, was
herew th marked as PSNH Exhi bit 17 for
i dentification.)

MR BERSAK: Thank you, sir.

W TNESS TRAUM | have it.

BY MR BERSAK:
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Ckay. Thanks. Now, your analysis of REC pricing did
not include the fact that requirenents for Cass | RECs
grow by 1,600 percent from 2010 to 2025, did it?

It did not include that analysis. W did not do an
anal ysis of load growh, just as PSNH did not, as |
understand it, with regards to Energy Service. And,
part of that | oad growth for Energy Service requires
m gration forecasts.

But you did include |oad growth in your exhibits where
you did your calculations, is that correct?

Coul d you point ne to what you're referring to pl ease.
Take a | ook at KET-15, the RPS anal ysis sheet attached
to your testinony. Do you have that exhibit, M.

Tr aunf

| have that exhibit.

In that table that's attached -- let's see, where is
it? It's an attachment here. KET-15, | guess it wll
be Page -- the third page of that attachnent.

Thi s woul d be Bates Page 487

Let me see. They're all "15". But which Page 15,
let's see here. One of these includes sales for each
year of the PPA. And, | believe it mght be -- is it
on Page 45? Wwen | looked at it, | didn't realize they

were all Page 15. "Try 48", is what ny friend is
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telling nme here. Oh. There it is. Page 48. On the
second |ine down, where it says "Energy Service
Forecast". Do these not show differing anmounts of
Energy Service being provi ded each year, from 2009 up

t hr ough 20257

The nunbers vary slightly. Wat they assuned, in terns
of any changes in mgration, | do not know.

But | assune that, since these nunbers appear in your
attachnent, you nust have used them sonewhere in your
anal yses?

| do not believe that | did. | believe I just used
this to showthat, for at least the early years, you do
not -- PSNH did not need the Laidlaw RECs to neet their
Energy Service requirenents.

How coul d you determ ne what RECs were necessary by
PSNH unl ess you had an estimate of what the Energy
Service deliveries were going to be for a particul ar
year ?

And, that's why I relied on the PSNH nunbers, for that
pur pose.

But, if you look at that line, starting from let's say
now, "2011", there's approximately 7.9 mllion
megawatt - hours of sales in your chart. And, then it

goes up to 2025, that goes up to about 9.5 mllion

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Traum]

168

megawat t - hours, is that correct?

| see that.

So, that would be | oad growth of about 1.2 tines, nore
or | ess?

M5. HATFI ELD: M. Chairman, |'m going
to object. And, if we look right at PSNH 17, we can al
see that the OCA objected to this question, and M.
Trauni s answer was "The OCA has not perforned these
cal cul ations.™

CHAI RMAN GETZ: Do you have a response,
M. Bersak?

MR, BERSAK: Yes. Nunber one, the
testinony that he referred to was that "the cost of RECs
were going to stay stable at 30 percent.” W asked a data
request to determ ne whether he had taken into
consi deration the fact that, not only would there be
1, 600 percent increase in the nunber of RECs needed under
the RPS law itself. But that woul d be conpounded by | oad
growh. And, we were testing to see whether his
hypot hesis that the -- a 30 percent nunber, based on 2010,
and a 30 percent nunber based on 2011 was sense -- nade
any sense, in light of in excess of 1,600 percent increase
in demand over tinme. He did not performthis cal culation,

but it was easily calculatable, certainly nuch nore easily

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS: Traum]

169

cal cul ated than the response that we just heard about |PP
Exhi bit Nunber 27, where the OCA was asked to cal cul ate
interest rates that were not in his testinony either.
This one is --

CHAI RMAN GETZ: | think it's fair to

I nquire what the basis for these nunbers are in the

testinony. So, | think I'lIl let the exam nation conti nue,
but we'll see how far this goes into this particular
exhi bi t.

BY MR BERSAK:

Q

Basically, all we're getting to, M. Traum is that,
under the law, you'd agree that from between 2010 and
2025, the need for Cass | RECs by a | oad-serving
entity goes from1l percent up to 16 percent, is that
correct?

Under the current New Hanpshire statute.

Under the current New Hanpshire statute. So, under the
current New Hanpshire statute, that would be a

1, 600 percent increase over tine?

Al l ot her things being equal.

And, if you were to conmpound that with | oad grow h,
woul d the nunber be higher than that?

Agai n, holding mgration constant, that woul d be

correct. | would want to point out that, wth regards
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to Exhibit 15, which you were referring to, the purpose
| used -- Attachnent 15, excuse ne. The purpose | used
it for | believe was just to show that PSNH had done
sone conparisons of different offers fromrenewabl e
generators. | wasn't using it for purposes of PSNH s
gener ati on.

But do you disagree that it's nore |ikely than not

t hat, between now and 2025, that there will be growth

in the nunber of RECs that are needed throughout New

Hanpshi re?

There will be, assum ng the | egislation stands as is,
woul d agree there wll be the need, potential need for
additional RECs. | would not agree that they would

necessarily be needed to provide Energy Service needs.
When you did your analysis of the REC prices, your
review of Class | REC generation didn't include the
fact that there would be a -- statewide a 16, 17, 18,
19, maybe 20 hundred percent increase in RECs, did you?
As | stated, | just used the 30 percent as a proxy.
Isn't it true that the RPS |law itself discusses the
potential for "increasing the class requirenents
relative to Classes | and Il beyond 2025"?

| think what woul d happen beyond 2025 is a question.

But that the existing statute does include that at RSA
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362-F:5, is that correct?

| don't have the statute in front of nme and |'m not an
attorney.

Are you aware of any significant new Cass | REC
generating facilities that are actually under
construction today in New Hanpshire?

' mnot aware of anything that conmes to m nd.
Certainly, M. Sansoucy just previously spoke about
sonme potential w nd generation up in the Coos Loop, and
wi nd creates New Hanpshire Cass | RECs the sane as
wood, does.

Did you review the chart that was appended to PSNH s
rebuttal testinony at Attachnment PSNH Rebuttal 67
That's the chart that came from | SO New Engl and

pl anni ng, the one that |ooks roughly like this one, M.
Tr aunf?

Could | be provided a copy of that please?

Yes.

If you're asking ne if | had discussed this in ny
testi nony, no, | had not.

No, but you saw that attached to PSNH s rebuttal, is
that correct?

Yes.

Do you have any reason to disagree with the information
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that | SO put together on this chart?
| don't have reason to agree or disagree.
CVMSR. | GNATIUS: M. Bersak, just one
gui ck questi on.
MR BERSAK: Yes, nma'am
CMSR. I GNATIUS: On our copy of the
exhi bit, the photocopying nakes the col ors di sappear, and
we can't tell which -- the key, which thing it goes to.
Coul d you just read off, fromtop to bottom which bl ocks
are which?
W TNESS TRAUM  Frankly, | can give the

Conmmi ssi oner mny copy.

MR BERSAK: The legend -- 1'Il give you
this one. | know when | --
CVMBR. I GNATIUS: Well, | think we may

all have the sane problem So, if you could just describe

MR BERSAK: (Ckay. | can describe it.

There's a chart here, and there's a key to the right.

And, on the key on the right, it says "60 percent", "40
percent", "20 percent", and "RPS at target". Let's start
with the -- let's go fromthe bottomup. "RPS at target”

woul d be a line that's approxi mately a 45-degree |line

headi ng upwards, starting fromyear 2010, and eventually,
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at year 2020, it ends up just north of 12,000
gi gawatt - hours.

CMSR. I GNATIUS: So, in the color copy,
it's kind of a pale gray?

MR. BERSAK: That's correct. Then, on
that chart, there's three shaded bl ocks that are
underneath that gray line that we just described. The
| owest bl ock, on ny copy, is green, and that's a
i ndi cation of 20 percent. And, that is, if 20 percent of
t he renewabl e projects in the queue are conpl et ed, what
renewabl e energy it would provide, as opposed to that
first line, which is the demand for RECs under various --
under the region's RPS statutes.

The second bl ock woul d be the 40
percent, if 40 percent of the projects in the queue are
conpleted. And, the last one is 60 percent.

CVMSR. | GNATIUS: Thank you

MR. BERSAK: Does that help you?

CVBR. | GNATIUS: Yes, it does.

(Atty. Bersak handi ng docunent back to

the witness.)

MR. BERSAK: You can have it.

(The docunent, to be described, was

herewi t h marked as PSNH Exhi bit 18 for
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I dentification.)

BY MR BERSAK:

Q

|'"d like to refer you now to the response to OCA 1-3, a
question fromPSNH.  And, we will note that there was
anot her objection to this question as being
"argunent ati ve and seeking additional testinony from
the witness", notw thstanding that there was a
response. The question in OCA 3 was, "As the denmand
for renewabl e energy increases (i.e. based on

escal ating the percentage obligations in the various
state RPS prograns) will new sources of renewable
energy need to be constructed to neet the increase in
demand?" And, then, follow ng your objection, you said
"Yes, assuming that the "denmand for renewabl e energy

i ncreases (i.e. based on escal ating percentage
obligations in the various state RPS prograns)"” as they
exi st today, new resources will be needed in the
region.”

Doesn't that | SO New Engl and chart that
we were just discussing, the one that's PSNH Attachnent
Rebuttal 6, indicate that, even if 60 percent of all
renewabl e projects in the |1 SO queue were devel oped,

t hat sooner than 2016 there would not be sufficient

renewabl e energy generation to supply the region's RPS
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needs?

If the need as reflected in current |egislation and

| oad growth assunptions held true, | would say, yes.
But, then, fromstate to state, we don't know how

t hi ngs may change, if generation, in particular states,
Is ineligible for neeting the requirenents in other
states.

And, if there was such a problem where sonme generation
woul d not be eligible to neet sonme or all of the
state's prograns, that would just nove the year of need
up even sooner, is that correct?

It would depend on what state it was. |If New Hanpshire
generation is not eligible for Massachusetts, then it
may push the need for higher prices in New Hanpshire
further back.

And, according to the I SO New Engl and chart, if only

40 percent of the proposed projects in the queue are
actually built, doesn't that chart reflect that the
supply of avail abl e renewabl e generati on woul d becone

I nsufficient in 20137

Again, with the sanme caveats, yes.

You had earlier agreed that the price of RECs will be
subject to the | aw of supply and denmand, again with

caveats that |egislation doesn't change and, you know,
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all things else being equal. If the various RPS | aws
in the region create nore | egal need for RECs than
there is an avail abl e supply, what, in your opinion,
woul d happen?

Agai n, on a case-by-case basis, the | aw of supply and
demand woul d cone into play.

And, based upon the | aw of supply and denmand, if there
I s inadequate supply to neet the | egal demand, what
woul d becone the price that | oad-serving entities would
have to pay for their margi nal RECs?

| would assune it would increase, all other things
bei ng equal .

" msorry, what was that?

| assune it would increase, all other things being
equal .

Wuld it increase beyond the alternative conpliance
price?

| would certainly expect not.

So, despite all the facts projected by | SO New Engl and,
you still used 30 percent of the ACP as a proxy for
future REC market prices, is that correct?

Yes.

If the price of RECs, instead of being 30 percent of
the ACP, actually went to the ACP, wouldn't that
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significantly change the anal ysis and concl usi ons
contained in your testinony?

It certainly would inpact the results of ny testinony,
just like the Ventyx nunbers were confirmatory of it.
| think we both agree, it's very difficult to forecast
the future?

| will agree with that.

And, you said that specifically with respect to the
cost of RECs, on Page 6 of your testinony, do you
recal |l that?

If you give ne a second.

6, Line 21.

Do you have a line reference?

| believe it's on Line 21, M. Traum | understand
that it is very difficult to forecast the future cost
of RECs?

That's correct.

Is it any easier to forecast the future cost of energy?
| don't knowif it's easier, but, wth regards to REGCs,
there were -- the REC pricing, it's sort of an anina
created by legislation. So, it puts another unknown

i nto play.

REC pricing has a cap, though, the Alternative

Conpliance Price, is that correct?
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Currently, yes.
Do ot her energy prices have a CAP?
Well, for energy, no. For capacity, currently, there

is, in effect, a CAP

But you woul d agree that the only certainty with
forecasting is, in the end, the forecast is likely to
be wrong?

Yes.

So, when you testified on Page 14, at Line 18, that the
pricing terms in the PPA are significantly above

mar ket, you don't really know for a fact that the PPA
w il prove to be above narket, do you?

We don't know that it will prove to be above narket.
We feel that the risk of it being significantly over
mar ket is not worth taking on behalf of Energy Service
cust omer s.

So, are you changi ng your testinony to that respect?

| don't believe so.

Ckay. On Page 10 of your testinony, at Line 22, you
di scuss the "cumul ative reduction" mechanism And,
there you testified "in order for custoners to get any
of the hypothetical benefits fromthe cunul ative
reduction, the | aw nmust be changed.” Do you see that?

Yes.
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What | aw nust be changed and why?

We do not know what any future regulatory regine wll
be like. W don't knowif PSNH will be, in the future,
be able to acquire generation, if they'll have been

di vested by then, we don't know if Energy Service wll
stay the way it is or if you wll even have custoners
that you supply directly at that point in tinme. There
are just very many unknowns. W don't know if the
curmul ative reduction, if there will be any value to the
plant at the tine when a cunul ative reduction comnes

i nto play.

Does the value of the cunulative reduction nmandate a
change in | aw?

No. But, if custoners are being asked to pay in excess
of market for 20 years without -- | view that, as |
said in nmy summary, as akin to CWP. And, in that
sense, | suppose it could be | ooked at as you need a
change in law to be able to allow CWP

Wien you were testifying to this -- to this change in

| aw, weren't you, in fact, referring to a change that
woul d expressly allow PSNH to own generation in the
future?

That was certainly an issue.

You heard M. Sansoucy testify earlier today indicating
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that 20 years fromnow, in his opinion, it's quite
likely that there will be many potential buyers for the
facility, and that some or all those potential buyers
woul d be interested in having the right of first
refusal that's given under the Purchase Option
Agreenent, as well as to conpensate PSNH for the val ue
of the Cunul ati ve Reduction Fund. |If PSNH was to sel

t he purchase option to sonme third party, and to sel
the Cunul ati ve Reduction to a third party, and take

t hose proceeds and credit custoners. Wuld any change
in | aw be necessary?

You're assumng that there was any value to the
Cunmul ati ve Reduction or nore or less if there's any
value to the plant after 20 years.

Wll, that's not the issue here. Because right now

we' re tal king about your testinony, where you said that

"the | aw nust be changed."” So, let's assune that
there's value. I'mtrying to figure out what |aw nust
be changed.

| said that "PSNH does not have the |legal authority to
pur chase the plant."

So, in nmy hypothetical, where PSNH gets val ue from
selling its rights for value, and never owns the plant,

there wouldn't need to be a change in |aw, would there?
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| believe you're correct.

Thank you.

Recogni zing that |I'mnot an attorney.

No. No, that's fine. Finally, just one |ast thing.

Are you famliar with the consulting firmenergy firm

"Evol uti on Markets, LLC'?

|'"ve certainly heard the nanme, yes. And, | have an

exhibit in ny testinony with sone infornmation from

t hem

They have been quoted as saying "As renewabl e energy

proj ect devel opers know full well, financial

I nstitutions demand certainty. Financial resources for

tradi tional power projects are conditioned on the

exi stence of | ong-term power purchase agreenents. But,

due to the cost of doi ng business, renewabl e energy

proj ect devel opers are asked to denonstrate | ong-term

comm tnents for the purchase of not only the

electricity, but also the RECs." Do you agree or

di sagree with that statenent?

Could you -- that statenent is something | am not aware

of at this point in tine.

MR, BERSAK: Ckay. That's fair. | have

no further questions, M. Chairman. Thank you very nuch,

M. Traum
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CHAI RMAN CGETZ: Thank you.
CMSR. I GNATIUS: Thank you.

BY CVBR. | GNATI US:

Q

Let's continue to work on the questions that M. Bersak
was just finishing up with, about what devel opers need
to see in order to get to the point of a conpleted
project, all right?

Ckay.

Do you have any reason to disagree with the testinony
from PSNH t hat devel opers need certainty in recovery of
energy prices and RECs over tinme?

| guess | would ook at the fact that there is a
recently approved PPA with Lenpster that al so provides
Cass | RECs, and that was, in effect, tied to market.
And, you heard the testinony that, in PSNH s view, that
those are not really conparable, a PPA for a wi nd pl ant
and a PPA for a bio plant really can't be conpared. Do
you di sagree with that?

| guess | would say, well, obviously, they are
different types of plants. But, in terns of the

| egislation, "Class |I RECs" nean "wi nd" or "wood" or
"biomass". So, | didn't differentiate in that sense,
froma custoner perspective.

Do see a trajectory on howwe will get to the |evel of
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renewabl e generation projects that will be required, if
| egislation remains as is and the | evel of REC needs
will grow as we see it laid out at least in the current
New Hanpshire statute?

A No, we haven't projected or focused on that.
Q You' ve tal ked about the bal ance of risk being just too

great on the part of ratepayers, correct?

A On behal f of Energy Service custoners, yes.
Al right. Do you have any recomrendati ons on how one
could shift that risk, still within the context of a
| ong-t er m PPA?

A Well, the exanple of Lenpster, where it's, you know,
tied to a percentage of market --

M5. HATFI ELD: Oh, excuse ne. |'m
sorry, | don't want us to go into confidential information
ri ght now, because we had to go into a confidential
session previously. So, sorry for the outburst. | just
want to make sure ny wtness doesn't disclose infornation
that shouldn't be disclosed.

CMSR. I GNATIUS: Thank you. 1It's a good
rem nder.

BY CVSR. | GNATI US:
Q Let's say, in general, you would advocate, and you've

testified "tying things to nmarket prices" would be
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appropri ate?
Yes.
And, you've heard testinmony fromPSNH that, in its
view, that would not be successful. |[|'mnot asking you

to agree or disagree with that. But can you think of
any ot her nechanisnms or contract structures that could
shift sonme of that risk away fromratepayers? Besides
a floating up and down with market prices?

Not at this point in tinme, no. Let nme add, whether
sonehow the prior Schiller sharing nmechani smcould be
adopted in sonme fashion, | don't know what that fashion
woul d be, but whether there's any kind of a nodel

there, it's sonething that could be considered in the
future.

And, in that, in Schiller, without the specific details
of Schiller, there's a point at which certain costs
com ng in below projections were treated one way,
certain costs comng in above projections were treated
a different way in the allocation between ratepayers
and shar ehol ders?

Wll, there was a sharing tied to the cost of the
plant. But, on an ongoing basis, the sharing is tied
to revenues and cost avoi dances agai nst the target on

an annual basis.
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CMSR. I GNATIUS: Thank you.
CHAI RMAN CGETZ: Ms. Hatfield, any

redi rect?

MS. HATFI ELD: Yes. Thank you, M.

Chai r man.

REDI RECT EXAM NTI ON

BY Ms. HATFI ELD:

Q

M. Traum wll you | ook back please at PSNH Rebutt al
Attachment 6.

That's the | SO?

Yes. And, would you -- there is sone | anguage bel ow
the chart that PSNH has provided. Do you see that?
Yes, | do.

And, can you please read the |last sentence that starts
with "RPS"?

"RPSs al so can be net [fron] behind-the-nmeter projects,
i nports, new projects not in the queue, and Alternative
Conpl i ance Paynents."

And, do you recall M. Bersak asked you a question
about an opinion of Evolution Markets that "financi al

i nstitutions demand certainty” and that "renewabl e

proj ects need | ong-term PPAs"?

| recall he just read sonething along that line to ne.

And, do you recall M. Long' s testinony |ast week,
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where he acknow edged that the RPS statute does not
have a requirenent that a particular project has to be
financeable in order for the Comm ssion to approve a
PPA?
| do recall sonething along that I|ine.
And, do you agree that there's nothing in the RPS | aw,
Including in the PPA section, that requires that a
proj ect nust be financeabl e?
Agai n, recognizing |I'mnot an attorney, yes, | agree
wi th you.
MS. HATFI ELD:  Thank you. Not hi ng
further.
CHAI RMAN GETZ: Thank you. Al right.
Then, the wtness is excused. Thank you, M. Traum
(Chai rman and Comm ssi oners conferring.)
CHAI RMAN CGETZ: Ckay. Of the record.

(Brief off-the-record discussion

ensued.)
CHAI RMAN CGETZ: Al right. Wll, let's
go back on the record. Well, two things. First, I'd |ike

to try and get to start with the Staff direct. And,
recogni zing that we're not going to finish today, we have
hel d next Tuesday, the 8th. But | did have one other

pi ece of business. M. Boldt, | have a |letter from Mayor
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Genier to Ms. How and and to the docket, saying "I'm
sending this request to you in ny official capacity as the
Mayor of Berlin, asking that we consider changi ng the
venue of the hearings if they go beyond today." 1Is this
-- should | consider this a notion on behalf of the City
of Berlin or how should | treat this?

MR BOLDT: Frankly, I don't know, M.
Chairman. | heard runors of it. | have not seen the
letter, | hate to admt. But it is one where | guess this
Board can treat it as a request fromthe Mayor.

CHAl RVAN GETZ: Well, | guess, let ne

try this. Does anybody else have this letter? It |ooks

like -- well, maybe it hasn't been given to the service
list. It was sent to Ms. How and, Executive Drector, and
| guess the only -- it's cc'd to Councilor Burton and the

Berlin Daily Sun, but apparently none of the parties --

MR, BOLDT: | apol ogi ze, your Honor. |
don't know.

MR, BERSAK: M. Chairman, there is a
front-page Berlin Daily Sun story in today's edition
regarding that letter. So, it has been publicized that
way.

CHAI RMAN CGETZ: And, looks like it's

been filed as a public comment. | assune sone of the
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people in our front office just saw the |etter and has
been treating it like other letters that have been con ng
in.

Well, in any event, does anybody want to
make any conments or take any positions about this request
to convene hearings, not in here next week, but in Berlin?

MR BERSAK: \Werever you are, we wl|l
be there, too, M. Chairman.

MR, BOLDT: | second that.

CHAI RMAN CGETZ: Al right. Well, let's
start with the direct from Staff.

M5. AMDON: | ask that M. Frantz and
M. Md uskey be called to the stand.

MR BERSAK: | do have one procedural
guestion, | guess, for perhaps Ms. Am don or perhaps for
t he Conmm ssion. The Conm ssion designhated M. Md uskey
as "Staff Advocate", whereas M. Frantz is not designated
as "Staff Advocate"”. They're sitting as a panel. Wich
is kind of like having two different parties sitting up at
the sane tine. The Conpany doesn't have a problemw th
that. I'mjust raising it as an issue.

CHAI RMAN GETZ: Well, | guess I'mtrying
to understand the prem se.

VR, BERSAK: Under the statutes that
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all ow for designation of Staff, there's two definitions;
one is "Staff" and one is "Staff Advocate". And, Staff
Advocate is treated as a separate party. So, we've got --

CHAI RMAN GETZ: |'mnot sure that |
woul d have drawn that conclusion. | think the distinction
is that of who can speak to us and when are the ex parte
rul es i nvoked. Do you have sonething nore on this?

MR, BERSAK: No. Like |l said, we're not
objecting to it. W just don't want a procedural issue.
If everybody's fine with it, then we are fine with it, and
we can carry on.

CHAI RMAN GETZ: |s there any -- does
anybody el se have anything to offer on that issue?

(No verbal response)

CHAI RVAN GETZ: Just to clarify then, at
| east ny understanding of the statute and the inport of
designation, is that M. MC uskey will not be able to
assist us in deliberations, and he cannot speak to us
about the nmerits of the case

MR, BERSAK: That's fine, M. Chairmn.

CHAI RMAN CGETZ: M. Frantz has not been
desi gnated, there's been no request that he be so. So,
he's not subject to those sane rul es.

Ckay. Ms. Hatfield.
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MS. HATFIELD: | agree. And, | guess |

just wanted to point out that the only tinme that I would
think that they -- we would think of themas two different
parties is if M. Frantz had been designated as

"advi sory", because then those rules would apply between
the two of them But, as you pointed out, because he
hasn't been designated, they, in ny view, they still both
represent a Staff position, but then just one of them

can't speak with you. Thank you.

CHAI RMAN CGETZ: Ckay. Thank you. Ms.

Am don. Oh, if you'd swear the w tnesses.

(Wher eupon Thonmas C. Frantz and
CGCeorge R M uskey were duly sworn and
cautioned by the Court Reporter.)
THOVAS C. FRANTZ, SWORN
GEORGE R McCLUSKEY, SWORN
DI RECT EXAM NATI ON

BY Ms. AM DON:

Q

o > O »

M. Frantz, I'll begin with you. Wuld you pl ease
state your nane for the record.

(Frantz) Thomas C. Frantz, F-r-a-n-t-z.

What is your position here at the Conm ssion?
(Frantz) Director of the Electric Division.

And, wi thout going into your resung, could you just
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descri be how | ong you' ve been working here at the

Conmmi ssi on.

(Frantz) Started here at the Comm ssion in February of

1989 as an Economist. | was pronoted to Anal yst, and

then to Chief Econom st. And, then, as the Conm ssion

reorgani zed, to Director of the Electric D vision.

Thank you. And, have you previously testified before

t hi s Comm ssi on?

(Frantz) Yes.

Do you have your testinony in front of you? | have

premarked that as "Staff Exhibit 2", and there will be

a cover letter fromne, the |letter dated

"Decenber 17th, 2010".

(Frantz) | do.

And, do you have any corrections to that testinony?

(Frantz) | do not.

And, if | asked you the same questions that are in that

testi nony and you responded to themtoday, would they

still be the same answers?

(Frantz) Yes, they woul d.

M5. AM DON: Ckay. Thank you. And, as

| indicated, M. Chairman, | premarked that as "Staff
Exhibit 2". And, | do have a housekeeping issue after |

qualify M. M uskey.
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BY Ms. AM DON:
Q M. Md uskey, --

CVBR. BELOW Hold on a second, |I'm
confused. | thought | heard M. Frantz answer "yes", in
terms of having corrections. Did | mshear you?

W TNESS FRANTZ: You nmay have. | do not
have any corrections.

CMSR. BELOW Ckay. Thank you.

W TNESS FRANTZ: | woul d answer the sane
guestions the sanme way, | believe is how she asked it.

CVBR BELOW  (kay.

W TNESS FRANTZ: "Yes" to that.

M5. AMDON. That's all right. It's
|ate in the day. Thank you.

BY MS. AM DON:
Q M. Md uskey, would up please state your full nane for

t he record.

A (Mcd uskey) My nane is George Robert Md uskey.

Q And, for whom are you enpl oyed and what is your
position?

A (McCQ uskey) I'man Analyst in the Electric Division.

Q And, would you just briefly describe the | ength of your
experience in using -- in the electric industry?

A (Mcd uskey) Yes. Kind of working backwards, this is ny
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You can be brief.

(Mcd uskey) Yes. This is ny second tine around at the
Commi ssion. |'ve been here four or five years. Prior
to that, I was in consulting for five years. Prior to
that, | held various positions at the Conm ssion for
nore than ten years, | believe. | forget the exact
time period. And, before that, | worked for the
nationalized electric utility industry in Engl and.
Have you previously testified before this Conm ssion?
(Mcd uskey) Yes. Many tines.

Do you have in front of you testinony in this docket?
The date of that testinony would be "Decenber 17th,
2010"?

(Mcd uskey) | have that, yes.

M5. AM DON: And, M. Chairman, | marked
that as "Staff Exhibit 1". And, | will note, I'll provide
the Cerk a copy of a confidential exhibit, I did not
duplicate the entire testinony and exhibits, but there was
one exhibit, GRM 10, which was confidential. So, that
wll be identified as "Staff 1-C'. Thank you.

BY MS. AM DON:

And, M. Md uskey, do you have any corrections to your

testi nony today?
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(Mcd uskey) Yes. 1've got four small changes to ny
testinony. The first one is on Page 14, Line 4. And,
t he year "2005" on that |line should read "2025". The
second is at Page 20, Line 11. Hwm Line 11 doesn't
seemto have nmuch on it.

MR, BERSAK: WII| be a short correction

t hen.

BY THE W TNESS:

A

(Mcd uskey) | have sonewhere, | believe it's on this
page, a statenent which reads "historic relationship
bet ween natural gas and wood prices", and | would |ike
to change that to "historic" --

CHAl RVAN GETZ: Line 21.

W TNESS McCLUSKEY: Twenty-one?

M5. AM DON:  Thank you, M. Chairman.

BY MS. AM DON:

Q
A

And, you said you would |ike to change that?

(M uskey) | see it. Twenty-one, you' re correct.
And, | would like to change that to "historic

rel ati onshi p between the cost of electricity produced
by natural gas facilities and the cost of electricity
produced by wood-fired facilities.”

Do you have anot her change?

(Mcd uskey) The third is at Page 24, Line 14.
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MR BOLDT: Excuse ne. Could you give
t hat page again, M. M uskey?

W TNESS McCLUSKEY: Twenty-four, Line
14.

MR. BOLDT: Thank you.

BY THE W TNESS:

A (Mcd uskey) And, if we could please replace "2009" with
"2008". The fourth is at Page 25, Line 7 -- Lines 7
and 10. Please replace the word "four” with "three".

BY MS. AM DON:

Q Does that conclude the corrections to your testinony?

A (Mcd uskey) It does.

Q And, if you were asked the questions today, with the
exception of these corrections, would your answers be
t he sanme?

A (Mcd uskey) They woul d.

Q Thank you. At the outset, |I'd like you to comment on
the rebuttal testinony of M. Sansoucy that you heard
earlier today.

A (Mcd uskey) Yes. As was indicated earlier, a technical
session was held to understand how t he costs that
appear in Exhibit 10 to M. Sansoucy's rebuttal
testi nony were devel oped. And, it was agreed, as M.

Sansoucy |l eft that neeting, that he would provide the
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spreadsheets that would allow us to check the vari ous
statenents that M. Sansoucy made at the tech session.

Since we didn't receive that spreadsheet
before we left for the day, | spent yesterday evening
preparing nmy own spreadsheet, to first check his
nunbers and nake a nunber of changes.

The changes relate to, if you can recall
in Exhibit 10, Colum E, was -- had three price
conponents to it. One of which was energy, which
reflected a carbon scenario future. It had a capacity
price from 2010. And, it had the Laidl aw REC prices
fromthe contract. And, so, what | wanted to check was
what woul d happen to the above- or bel ow nar ket
calculation, if | replaced the Ventyx narket energy
prices that were based on a 2009 report, replace them
with the Ventyx 2010, which would not have a carbon
future reflected in it, because that is Ventyx current
base case assunption. And, | also changed the Laidl aw
REC prices to reflect the Ventyx market price
projection for the Northeast United States, and ran the
nodel to determ ne whether it would produce the simlar
$300 million under-market estimate that M. Sansoucy
devel oped.

And, |'ve prepared a summary of the
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spreadsheet, if Ms. Am don would |like to hand that out.
And, in connection with this analysis, you prepared a
spreadsheet, which you just referred to, and it's
entitled "PSNH Fi nanci al Anal ysis Laidlaw Facility
Sansoucy Exhibit 10 Cal culation", is that correct?
(Mcd uskey) Yes. The "PSNH Fi nanci al Anal ysis", it was
probably -- that was sonething fromthe title of
anot her spreadsheet. | think that should be stricken.
So, it really should read "Laidlaw Facility Sansoucy
Exhibit 10 Cal culation" as the title. And, this is a
t wo- page sunmary of the spreadsheet that | devel oped.
And, it runs from 2014 through 2033, the 20 years of
t he PPA

CHAI RMAN GETZ: Ckay. Let's mark this

i dentification as "Staff --

MS. DENQO  Fourteen.

CHAl RMAN GETZ: -- 14".

MR BERSAK: |If we could just note for

the record, M. Chairman, PSNH has nothing to do with
this, as M. Md uskey just testified.

CHAl RMAN GETZ: Well, let's hold on for

a second. W're going to identify this as "Staff Exhibit
15", and --

MS. AMDON. M. Chairman, | have to say
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| -- this is the housekeeping matter. | omtted -- well,
there's one nunber of Staff exhibits for which there is no
exhibit. So, "Staff 12" would be the Ventyx Fall 2010.
"Staff 13", and the Cerk will correct ne if I"'mwong, is
the Ventyx four-page. So, this Staff will be "Staff 14",
Is that correct?

MS. DENO  Yes.

M5. AMDON. So, | apol ogize for that.

(The docunent, as described, was

herewith marked as Staff Exhibit 14 for

i dentification.)

W TNESS McCLUSKEY:  Ckay?

MS. AM DON:  Yes.

CHAI RVAN CGETZ: Well, let's -- now that
we' ve got the nunbering correct, M. Bersak?

MR BERSAK: The title on this docunent,
whi ch has just been marked for identification as "Staff
Exhibit 14", is "PSNH Fi nanci al Analysis". M. Md uskey
did nake a correction. | just want to make sure it's duly
noted that this is not a PSNH fi nanci al analysis. W have
never seen this docunent before this very nonent. And,

li ke others in this docket, we're kind of doing it on the
fly.

M5. AMDON. Wwell, M. Chairman, | would

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Frantz~McCluskey]

199

just say that we were waiting yesterday to get the working
Excel spreadsheet for M. Sansoucy's Exhi bit Nunber 10,
whi ch we never got. And, while M. Md uskey nmay have
m sl abel ed it saying "PSNH Fi nanci al Anal ysis", he was
attenpting to reconstruct Exhibit Nunmber 10 and to perform
a calculation of the contract prices with the market
prices. So, -- and, it's no different than Exhibit 9 for
PSNH coming in or the late --

CHAI RMAN GETZ: | think all we're
argui ng about is the title. So, --

M5. AM DON:  Thank you.

MR BERSAK: | have not objected. |
just want to note that it's not ours. That's all.

CHAI RMAN GETZ: Pl ease proceed.

W TNESS McCLUSKEY: Thank you.

BY THE W TNESS:

A

(Mcd uskey) So, there's two pages, and there's
essentially three blocks of data. The first block
contains the estimted power costs under the PPA for
capacity, energy, and RECs. And, this particul ar set
of nunbers is referring to a plant with a capacity of
63 nmegawatts and a capacity factor of 87.5. And, |'lI
connect it with M. Sansoucy's 58 negawatts and

80 percent capacity factor in one nonent. But this
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particul ar analysis is assumng it's the plant that was
descri bed by Laidlaw at the SEC. Ckay? Sixty-three
(63) negawatts, 87.5 capacity factor. And, it's
showi ng that the total revenue over the 20 year period
is approximately $1.6 billion, if you turn to Page 2.

The second block is -- I've titled it
"Mar ket Revenue 1". And, what this has is, based on
the information that we received from M. Sansoucy
yesterday at the tech session, |I'm nodeling here his
version of Colum E. So, we have the Ventyx market
energy prices with carbon, we have the Ventyx narket
capacity prices, which cone froma 2010 study, and we
have the Laidlaw REC prices in there. And, so, | also
have an additional |ine, which shows whether it's above
mar ket or under market. If the nunber is in
par ent heses -- parentheses, | have troubl e saying that
word, it's an under-nmarket nunber. If it's just as is,
It's an above-market nunber.

And, so, if you turn to Page 2, you wll
see that this calculation is show ng that, over the 20
year term it's significantly under market. It's
actually quite by bit nore under nmarket than what M.
Sansoucy was cal culating. And, then, what | do is |

changed the inputs in the third block, which |I've
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titled "Market Revenue 2". And, here we have only

mar ket prices for energy, capacity, and RECs. And, |
believe they are all fromthe sane vintage, the 2010,
Fall 2010. So, when you insert those nunbers, and you
go onto Page 2, the calculation flips from being
substantially under nmarket to substantially over

mar ket .

And, there is another columm, the above
or bel ow mar ket nunbers, under this scenario where you
have a 63 negawatt plant, are shown in the colum
headed "Di fference Run 2". The nunbers under the
"Difference Run 1", those are the nunbers if you run
this calculation at 58 negawatts and 80 percent
capacity factor. So, they're not substantially
different. But, clearly, if you increase the size of
the capacity, you' re going to nake -- you're going to
make the under or over-market value greater, which is
what you woul d expect.

(Court reporter interruption.)

BY THE W TNESS:

A

(Mcd uskey) Ckay. So, if you do the calculation as |
t hought M. Sansoucy was doi ng, he was conparing the
power costs under the PPA with sone mar ket benchmark,

It actually produces a significant above-narket result.
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And, it's very interesting, we have testified that,
when you use other nethods to determ ne the market
price of energy and REC prices, we cane out with an
above- mar ket quantity which was higher than this
333 million that we're showing. But it's not
significantly higher.

And, so, here we have a different source
of market price projections or forecasts, whatever you
want to call them which we were not aware of, |'ve
never even heard of Ventyx before this, the hearings.
And, so, when you input their nunbers for this 20 year
period, it effectively supports the nunber, it's a
little | ower, but you would expect it to be different
because you have a different set of -- different
forecasters are going to cone up with their own
opi ni ons of where these markets are going to go in the
long term So, we were in the 400 or nore range, and |
forget the exact nunber, fromthe nmarket price
projections that we described in our testinony. And,
this is showwng that we're in the right ballpark. This
Is indicating something lower, but | regard this as
supportive. And, it's another forecast. M. Sansoucy
said he has to use forecasts in his business. And, |

woul d think that PSNH woul d have to use forecasts I n
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Its business to nmake rational decisions.
And, so, | think this, one, it -- |
think the result undercuts the argunent that M.
Sansoucy had in his testinony about "$300 nillion
under - mar ket value". And, | think it also supports the

ot her approaches to determ ning cost-effectiveness that

we describe in our testinony.

BY Ms. AM DON:

Q

M. Mduskey, just to sort of break down this analysis
to the bottomline, instead of getting a $300 mllion
under - mar ket price, when you ran these nunbers, which
were provided in Ventyx by M. Sansoucy, you reached an
over-market price of $274 mllion, with -- using the
design of the plant as determned as -- strike that --
using the design of the plant that M. Sansoucy used in
his analysis, is that correct?

(Mcd uskey) That is correct.

Ckay. And, then, Difference Run 2, you used the design
of the plant as Laidlaw presented to the Site

Eval uation Commttee, is that correct?

(Mcd uskey) That's correct.

And, you cane up with approximtely $334 nmillion over
mar ket, when you used the Ventyx forecast as a

conmparison, is that correct?
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(Mcd uskey) That's correct.

Thank you. In the rebuttal testinony from PSNH, they
claimthat you testified that the required m ni num

pur chase standards for renewabl e generation in the
present RPS | aw only run through the year 2025. D d
you nmake that assertion in your testinony?

(Mcd uskey) No. What | actually said was, and | quote,
"The wood-fired | PPs have argued that there is no

requi renent for the purchase of RECs after 2005", |
think it should have read "2025", "in the RPS. |If this
is correct, all of the RECs schedul ed to be purchased
during the 2026 through 2033 period will be in excess
of the need absent nodification of the RPS by the

Legi slature.™

And, when you said "quote", you were quoting from your
testinony, is that correct?

(Mcd uskey) That's correct.

Do you have anything else to add to the 2025 issue?
(MO uskey) Yes. If it was ny position that the RPS

|l aw term nated in 2025, the market price and cash fl ow
anal yses that were described in ny testinony woul d have
ended before 2033. That is not the case. Those

anal yses run through 2033.

Further, | do not consider the 2025
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I ssue to be the major issue in this case. The nmjor

I ssues, in nmy opinion, are the excessive REC prices and
the requirenment to purchase nore RECs than is actually
needed. Even these two issues, while they m ght appear
different, conme down essentially to the sane issue,
price. |If the RECs were priced at the market, Staff
woul dn't have a problemw th the Conpany purchasing
nore than it needs. Because we think that they could
resell the RECs in the market and custoners woul d be
indifferent. So, we could inagine a PPA that did
obligate PSNH to purchase all of the RECs output from
the facility, but they wouldn't be harnmed if they were
priced correctly. |It's the fact that they are priced
wel | above, in our opinion, the market prices that
expose custoners to significant costs if they don't
need those RECs. So, | think the two issues that |'ve
i dentified as being the critical issues in this
proceedi ng actually come down to one issue, which is

t he appropriate price for RECs, in ny opinion.

Thank you. Moving on, do you recall Conm ssioner Bel ow
aski ng PSNH about Attachnment 2 to the rebuttal
testinmony they fil ed?

(Mcd uskey) Yes. If you just give ne one nonment, so |

could find that. Yes. The Attachment 2 was a chart,
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which is | abel ed "Lai dl aw PPA energy price conpares
favorably to [the] wholesale electricity prices.” And,
this chart has two lines. It has the whol esal e market

energy prices varying over a seven year period from
March ' 03 to Decenber 2010. And, there's sone
significant variation in those prices. And, set into
this prices is what | assune to be the Laidl aw PPA
energy prices, which are actually shown in green. And,
soneti nes they are bel ow t he narket energy prices,
sonetinmes they are above. This chart, this conparison,
| think is really troubling. It's a weird chart, to
have prices that relate to sone future period, conpared
wth prices froma historic period. Typically, when
you're doing sone analysis, you're conparing the prices
for this period with what you expect the market price
to be over that sanme period. To have a chart which
conpares those future prices with historic prices is
sonething that |'ve never seen before. But there's
sonet hing about this chart that's even -- two things
about it that | think is alittle troubling. One is
that the PPA has a 20 year term And, so, they drop
onto nmarket energy prices over a seven year period.

And, how they did that | don't know So, if they

pi cked out seven years fromthe PPA, we don't know what
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seven years, but, if somehow they have conprised the
PPA prices into this seven year period, it's not clear
fromthe chart.

The other thing is it says this
conparison is "Laidlaw PPA energy prices". And, as you
may recall fromStaff's Exhibit 3, if you care to | ook
at that, --
Is it an exhibit to your testinony?
(Mcd uskey) No. This is Staff Exhibit 3. And, what it
is, it's a copy of M. Labrecque's Attachnent RCL-1.
Thank you.

W TNESS McCLUSKEY: Do you have that,

Comm ssi oner ?

BY THE W TNESS:

A

(Mcd uskey) And, on this attachnent, they show t he PPA
energy prices beginning at $83, and rising over tine,
based on sone assunptions about how fuel costs are
going to change. Then, if you |look at the chart, it
actually starts in March '03 at bel ow $60. There's no
$60 figure in M. Labrecque's Attachnent RCL-1, which,
as | said, is Staff Exhibit 3. So, it nakes you
wonder, did they -- are these fuel prices, as opposed
to energy prices? D d they subtract out the O&WM? |Is

that what they did? Even that doesn't fit, because, if
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you subtract out the O8M vyou would start at just above
$60. Cdearly, this price is bel ow $60.
So, | find this chart very troubling.
So, what | did was | prepared an additional chart.
And, would you like to hand that out?
BY Ms. AM DON:
Q Let me just ask you, this chart is entitled "Laidl aw
PPA Energy Prices Conpare Unfavorably to Historic
Whol esal e El ectricity Prices.” And, it has a |ine on
the left-hand side that jogs up and down, and then a
line over at the right that rises continuously?
A (Mcd uskey) That's correct. And, | wll explainin a
bit nore detail what's going on in this chart.
M5. AM DON: Pl ease mark that for
identification as "Staff 15". Thank you.
CHAl RVAN GETZ: So mar ked.
(The docunent, as described, was
herew th marked as Staff Exhibit 15 for
I dentification.)
BY THE W TNESS:
A (Mcd uskey) So, in order to get away from i nposi ng on
-- inposing future prices on a chart that shows
historic prices, what | did, | reproduced the nmarket

energy prices, what |I'mshow ng here is those market

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Frantz~McCluskey]

209

energy prices, the average annual price. So, there's
| ess variability. A particular nonthly price m ght be
hi gher or lower than the line that |I'm show ng here.
But, on average, the average annual prices over that
seven year period | ook like what |'m showi ng here in
red. And, then, | plot, after a four year gap,
assunming the PPAis going to start in 2014. So, the
first Laidlaw energy price is $83, and then it rises at
a uniformrate of 2.5 percent. That's why we're

| ooki ng at essentially a straight line. But | think
the inmportant thing is -- so, just visually, you can
see that the Laidlaw PPA energy prices are generally
hi gher. And, depending on what year you | ook at,
sonetimes somewhat -- quite a bit higher than where
average annual nmarket energy prices have been over the
| ast seven years.

So, | think this -- this gives a better
visual, if you want to conpare the future with history,
which | think is not a very good idea, but this is --
this is the kind of thing that I would | ook at. So,
|'"ve just changed the title, changed one word from
"favorably" to "unfavorably".

BY MS. AM DON:
Q M. Md uskey, would you address PSNH s argunent that

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Frantz~McCluskey]

210

"absent approval of the PPA, PSNH cannot neet its
requi renents under the RPS | aw. "

(Mcd uskey) Yes. Leaving aside the fact that the
Conpany testified that it can neet its requirenents
with short-term-- in the short-term REC mar ket, |
believe it is sinply wong if it is referring to

| ong-term contract purchases.

In late 2010, NSTAR requested approval
fromthe Mass. DPU to enter into a contract for
renewabl e power providing a total of 30 negawatts of
renewabl e generati on supply and associated C ass | RECs
at a fixed energy and REC price over a contract term of
ten years. This was presented in the testinony of a
chap called Janes Daly for NSTAR, dated July 2nd, 2010,
i n DPU Docket 10-71. The inportant thing is, this
contract was the winning bid froman open conpetitive
bi d process that produced a total of 52 bids,
representing 35 individual projects, and
1,180 negawatts of renewable capacity. | think these
facts denonstrate that there is an abundance of
renewabl e generation for Class | projects out there, if
you sinmply have the appropriate conpetitive
solicitation.

Now, this particular contract was from
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what is referred to as the "original RFP" in
Massachusetts. That RFP limted bidders to
Massachusetts projects. And, the RFP, as a result of
litigation, the DPU or sone other agency agreed to, in
settlenent of the lawsuit, to change the requirenents
for the RFP, and they nmde it available to projects
fromoutside of the state. And, the new RFP whi ch went
out is now called the "Amended RFP'. And, | was
i nquiring of Fitchburg Gas & Electric, which, as you
know, is an affiliate of one of our utilities, Unitil,
and they have told ne that they, which is the small est
utility in Massachusetts, have received nore than 52
bids fromtheir RFP. They are currently in the process
of review ng those bids. And, that information is
confidential. But they say they have had nore than
sufficient offers fromthe Anended RFP.
MR, BERSAK: | take it that Unitil wll
not be here to testify to that fact, M. Chairnman?
CHAI RMAN CETZ: So far as | know.
MR BERSAK: So, that's hearsay. W
obj ect.
M5. AMDON. Well, M. Chairman, | nean,
| do think that, with respect to the NSTAR contract, M.

Mcd uskey has provi ded a docket nunber, and the Conm ssion
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can give the weight that that information should be
awarded. But | do think that M. MC uskey's testinony
shows that there are other ways to acquire RECs, other
than a PPA. | think that's the point he wi shed to nake.

CHAI RMAN CGETZ: Ckay. Well, let nme just
observe that the technical rules of evidence do not apply,
and we'll give the statenent the weight it's due.

MR BERSAK: Thank you, M. Chairnan.

BY MS. AM DON:

Q

Goi ng back to the NSTAR contract, was there any other

I nteresting aspect to that that you wanted to di scuss,
regardi ng changes in laws and the effect on custoners?
(MO uskey) Yes. M. Daly's testinony to the DPU
stated that "NSTAR s custoners are not obligated to pay
for RECs if, as a result of a change in |aw, the
facility falls to qualify as a Cass | resource."”

Thank you.

(Mcd uskey) Waich is very different fromthe PPA that's
currently before us.

At Page 28 of PSNH s rebuttal, PSNH clains that neither
of the two proposed bi omass plants, C ean Power

Devel opnent and Concord Steam that nmade unsolicited
offers were superior to the PPA negotiated by Laidl aw.

That is | think at Line 29, at Page 28 of PSNH s
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rebuttal. Do you see --
(Mcd uskey) Yes.
Wuld you like to comment on that point?
(McC uskey) Yes. Yes. | need to get a copy of PSNH s

response to Staff 1-32 revised. So, if you give nme a
nmonent, I'mtrying to think where |I've got that.
| think it's IPP -- the IPPs did mark that for
i dentification as "I PP-25".
(Mcd uskey) Do you have a copy?
This is | PP-25.
(Mcd uskey) Thank you.
W TNESS McCLUSKEY: Do you have a copy,

Comm ssi oner ?

BY THE W TNESS:

A

(Mcd uskey) This response to 1-32, which was revised by
t he Conpany, was in response to a request asking

whet her the Conpany had received any unsolicited
offers, and to provide -- | don't have the response in
front of -- the question in front of ne, but
essentially it was to ask them whet her they had had any
such offers and to provide any anal yses of the offers
that they received. And, so, | would just |like to draw
your attention to a summary of the results, which is in

this box that you see on the first page. And, there's
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a conponent of this box which says "Ofer Conparison”.
Do you see that? And, so, we have three col umms,
"CPD', "Concord Steam', and "Laidlaw'. And, they are
showi ng the levelized price for the Laidl aw project at
-- this is $156, $156.4 per negawatt-hour, |evelized
price. You need to |evelize -- whenever you get offers
whi ch cover different tine periods, in order to make
sense of the offers, you need to |levelize the offer, in
order to put it on -- into an appl es-to-apples
conpari son, which is what the Conpany was doi ng here.
And, with respect to the Concord Steam offer, they say
the |l evelized price is $136.7 per negawatt-hour. And,
the CPD unsolicited offer was $143.1 per negawatt - hour.
MR BERSAK: M. MO uskey, are you
referring to a confidential response?
M5. AMDON: | believe that the

Comm ssi on i ssued an order stating that that was no | onger

confidential. And, unfortunately, many of the data
requests that we have copies of still have the initial --
MR BERSAK: |I'mtrying to figure out

where this one fit into the stream of decisions that were
made by the Conm ssi on.
CHAl RMAN GETZ: We have Exhi bit | PP-25.

M . Shul ock, do you have --
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MR SHULOCK: W were provided that
material w thout restriction.
MR, BERSAK: Ckay. That's fine. |I'm

being told there was a second revision to this where the
confidential is renoved. |'msorry.

W TNESS McCLUSKEY:  Ckay.

BY THE W TNESS:

A

(Mcd uskey) And, so, | calculate that the CPD offer is
at a discount to Laidlaw of 8.5 percent. Wereas the
Concord Steamoffer is at a discount of 12.6 percent.

And, so, | don't regard those as -- | don't regard

Lai dl aw as superior to those. | regard Laidlaw, its

prices, to be inferior to those two offers.

BY M5. AM DON:

Q

Do you know what fuel price was assunmed in these

of fers?

(Mcd uskey) Yes. And, this also is interesting. In
order to have an appl es-to-appl es conpari son, you have
to have the sane fuel price under each offer. And,
they assuned that it would be $32.5 a ton. And, if you
recall, the prices in the Laidl aw PPA are at $34 a ton
And, | calculated and presented in ny testinony that
the |l evelized price for the Laidlaw PPA is around about

$162 per negawatt-hour, assumng $34 a ton. So, this
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kind of fits. They're saying, under the $156.4 per
nmegawat t - hour, at the 32.5 a ton fuel price, so | think
we're in the sane ball park here.

Thank you. Please conmment on the claimby PSNH t hat,
because the short-term REC prices in the Synapse
forecasts are above the current short-term market
prices, the whole forecast can't be relied upon.

(Mcd uskey) Yes, | think this was in response to a
question in cross to M. Labrecque. And, so, he's
saying "Well, Synapse nade this long-termprice
projection.” Wich actually, | believe, started in
2010 or '11. And, if you |look at where the REC prices
are today, they're | ower than what Synapse was
projecting for that period. And, so, he's concl uded
that, if the short-termprices are different fromone
year in the long-term the whole REC price forecast has
got to be thrown out. Well, in fact, if you actually
read the Synapse report, they state clearly that
there's two conponents to their long-termprice
forecast. The first couple of years are reflective of
br oker quotes for those first two years. And, the rest
of the projection is based on a sophisticated
suppl y/ demand nodel i ng exerci se, where they attenpt to

estimate what the supply will be for renewable C ass |
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projects and what the demand w || be, based on what the
various statutes in the New Engl and regi on require.
And, so, the prices after the first two
years are devel oped through a different nechani smthan
what the first two years are. So, | would concl ude
that, if the prices in the first couple of years are
not quite at what the market is, then you can't draw
any conclusions with regard to the quality of the
suppl y/ demand anal ysis that underlies the rest of the
| ong-term forecast.
And, to your know edge, M. MC uskey, do the utilities
I n New Hanpshire use the Synapse forecast for
cal cul ating other benefits, such as in the energy
efficiency progranf
(Mcd uskey) Yes. Again, as | state in ny testinony,
Synapse was conm ssioned, hired by the electric
utilities and gas utilities in the New Engl and regi on
to devel op the avoided costs that were needed in order
to determ ne cost-effectiveness of energy efficiency
prograns in the various states. And, PSNH was one of
the electric utilities which selected Synapse to do
this work. And, so, we have the CORE prograns, which
are using, the CORE prograns in New Hanpshire, using

t hese avoi ded costs, these | ong-term energy and
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capacity nunbers for the inportant work of determ ning
cost-effectiveness. And, then, we have PSNH, in this
docket, saying "you can't use those nunbers because
they're not reliable.” And, it seens to ne that this
Is just a nmmjor inconsistency between those two
positions.

Thank you. PSNH, in its rebuttal testinony, at Page
27, says that it "could have not have devel oped a PPA",
| i ke the one that it has proposed with Laidl aw,
"through a conpetitive bidding process.” Do you agree
with that statenent?

(Mcd uskey) No. We've already heard that they have had
substantial success in encouraging bidders to
participate in the RFPs in Massachusetts. There's also
a significant RPS programin New York, which is al so
based on conpetitive bids. If PSNH wants to have a
particular outconme in terns of its design of a PPA
then it could devel op an RFP that requested bidders to
I ncl ude those features in their bids. And, so, | think
conpetitive solicitations are very flexible. The buyer
can be very creative in the kinds of things that
they're looking for. There's clearly lots of

devel opers that would like to nmake noney and be the

W nni ng bidders in these various RFPs.

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Frantz~McCluskey]

219

So, | truly believe that they, wth sone

creative devel opnent of the requirenments of the RFP,
could get results that fit their particul ar needs.
Are there any --

CHAI RMAN GETZ: Ms. Am don, how nuch
nore of -- are you continuing to go through the PSNH
rebuttal testinony and --

M5. AMDON: Yes, | am

CHAI RMAN CGETZ: -- and inquiring of the
witness? | nean, it certainly was one thing to deal with

sone of these docunents that were late to the party from
the Cty of Berlin. But it seens to ne we're getting into
unanti ci pated surrebuttal.

M5. AM DON:  What | have -- | don't have
much left, actually just two areas of questions for M.
McC uskey. And, | haven't, obviously, been able to
conduct ny direct of M. Frantz, which won't take as | ong.
But | have an area -- one area | want to tal k about is
ri sk, another area | want to tal k about is the statenent
on the Levitan study. And, finally, fromboth M. Frantz
and M. MO uskey, | would like their comrent on Exhibit 9
that PSNH offered. So, that's what | have renaining.

CHAI RMAN CGETZ: Ckay. Well, let's

pr oceed.
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M5. AM DON:  Thank you.

BY Ms. AM DON:

Q

The Conpany said that you did not nention certain risks
t hat Lai dl aw woul d have to be conpensated for through a
hi gher return on equity. Do you understand that the
contract shifts any risks fromLaidlaw to PSNH t hat
woul d af fect custoners?

(Mcd uskey) Yes. There is a significant nunber of
areas where risk has been shifted. The requirenment to
purchase all of the output of the facility elimnates
the risk that Laidlaw is unable to find a buyer for its
product. This risk exposes Laidlaw to |ower than
expected profits. By shifting it to PSNH, they reduce
that risk.

The proposed energy pricing in the PPA
effectively elimnates Laidlaw s market price risk.
This risk al so exposes Laidlaw to | ower than expected
profits.

The proposal to adjust the energy prices
for a change in fuel costs reduces Laidlaw s fuel price
risk.

The proposal to include in the energy
price an O&M expense conponent that collects the

estimated O&M costs over the 20-year period reduces, if
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not elimnates, the O&M expense risk that it otherw se
woul d i ncur.

The proposal to fix the capacity prices
in the PPA hedges Laidlaw s FCM risk. The proposal to
fix the REC prices in the PPA hedges Laidl aw s REC
price risk.

The requirenent to purchase RECs after
2025 elimnates the risk to Laidlaw that the RPS wi ||
not be extended or, if extended, the new REC purchase
requi renments are | ess than the old requirenents,
resulting in | ower REC revenues.

And, basing the REC prices in the PPA on
the existing statute, Laidlaw has elimnated the risk
that the statute is repeal ed and anended in a way that
substantially reduces the REC revenue.

These are all areas where PSNH -- where
the PPA has essentially shifted the risks to PSNH and
I ts customers.

And, PSNH has said they don't make any noney on this
contract, is that correct?

(Mcd uskey) That's correct.

And, they're seeking full cost recovery of the costs
i ncurred under the contract?

(Mcd uskey) That's correct.
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Thank you.

(Mcd uskey) By seeking full cost recovery, the risk
gets shifted fromPSNH to PSNH s custoners.

And, other than Exhibit 9, | just have one area |
wanted to ask you. Wiich is to conment on the claim
that you didn't take a position on the PPA capacity

pri ces because the Levitan forecast shows the prices to
be under-market. Could you briefly address this issue.
(Mcd uskey) Yes. The Staff issued six sets of

di scovery to PSNH. In the first set, we asked them for
any price projections on capacity and any associ at ed
reports and anal yses. They provided a price
projection, but didn't provide the anal yses behind it,
who devel oped the projection, and any report associ ated
withit. W followed up with a second set of

di scovery, and we still didn't get the information that
we were |looking for. It wasn't until the sixth set did
we find out that a report had been submtted by

M. Levitan describing how he devel oped the price
projection. W received that information 17 days
before our testinony were due. In the neantine, | had
several other cases going on where | had an obligation
to respond either to discovery or testinony or

whatever. Staff did not have tinme, before submtting
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our testinony, to review that report.

MR BERSAK: M. Chairman, | have to
object to this. There was no notion to conpel, there was
no assertion that we did not follow the procedural
schedule in this docket. This docket has been tight for
everybody. That does not change the substance of M.
Mcd uskey's filed testinony, where he did not take any
positions on capacity. To now change that testinony,
saying "l didn't have enough tine", is unfair to every
party here.

M5. AMDON. M. M uskey is just
expl ai ni ng why he doesn't have any anal ysis of
M. Levitan's nodel.

CHAI RMAN GETZ: Are you going to go

further on this or is that just the --

W TNESS McCLUSKEY:  Well, "Il just
finish it off.
BY THE W TNESS:
A (Mcd uskey) Since we filed our testinony, |'ve had a

chance to | ook at the report, which was actually
submtted in PSNH s IRP, not in this docket. And, the
report actually only covers the period up to 2020, siXx
years of the PPA. And, so, Levitan was hired not to

devel op the projection for this case, but to do a
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projection for the IRP. And, because they recogni zed
It didn't cover the full period of the PPA, they had
M. Levitan make various adjustnents. At the end of
the period, for exanple, he sinply adjusts it using
sone -- sonething like an inflation factor. So, it's
hardly a sophi sticated analysis that resulted in the
capacity prices for the back-end of this forecast
peri od.
And, so, if we had that information
early on, we certainly would have addressed it, like I
addressed just about everything else in the PPA. W
sinply didn't have tine to do the anal ysis, because we
didn't get the information that we requested earlier in
t he proceedi ng.
M5. AMDON:. M. Chairman, at your
pl easure, | have not nmany questions for M. Frantz. W
could go through that, and then get both M. Frantz and
M. Mduskey to conment on Exhibit 9, or we could begin
Tuesday norning that way. |It's your choice.
CHAI RMAN GETZ: But how long wll the
Exhibit 9 commentary take?
M5. AMDON: | think it's pretty nuch
poi nt-by-point, | don't think it will take long. They're

goi ng to address each one of the five itens.
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CHAI RMAN CETZ: Because what |'m
concerned about nowis to make sure that the Petitioner
has an opportunity to be prepared to cross-exam ne.
There's a lot of material today. | think I would put off
M. Frantz's additional direct. But, if we can get
t hrough their comment on Exhibit 9, that m ght be useful.

MS. AM DON:. Ckay.

BY Ms. AM DON:

Q

And, then, this is to both M. Frantz and M.
McCl uskey, | would ask your comrents on the proposal

that was identified as "PSNH Exhibit 9 Revi sed", which

are the -- | don't have the docunent right in front of
nme, but | believe that what Laidlawis wlling to agree
to.

(M uskey) Okay. 1'Ill just go through themvery

quickly. Beginning with Item 1. The proposal to
expand the capacity of the facility, we object to that.
Qur position is that this PPAis substantially over
priced. So, why would we agree to buy nore of this
over-priced product? So, we are not in favor of
expandi ng the capacity of the facility.

(Frantz) 1'd just like to add that M. Long actually
testified and said "well, one of the things that we' ve

done inthis is to learn fromthe errors of the 1980s
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of the QFs." And, yet, the filing was nade at 64 and
61 negawatts, depending on the tinme of year, and now
this conmes in at 67 and a half, essentially higher than
what was originally filed in the SEC docket. | nean,
to me, that seens like we are, in fact, about to make
the sane mstake. | think a negawatt-hour cap perhaps
could be useful in this, in this regard.

But, M. Frantz, you wouldn't say 67.5 is the cap?
(Frantz) No. Correct.

Thank you. GCkay. Item 2.

(Mcd uskey) Interest on Cunul ati ve Reducti on Account:
And, this is responsive to one of the argunents that |
make in ny testinony. Qur major concernis with the
cap on how nmuch custoners can receive back fromthis
account is capped at the nmarket value of the facility.
So, if the facility has very little value at the end of
the 20-year term adding nore dollars to the account,
the interest on the Cunul ati ve Reduction increases the
ri sk that custonmers are not going to receive all of the
dollars that they are essentially putting into the
account through their paynments through the PPA
(Frantz) On interest, you know, |I'm an econom st, |

t hi nk you ought to recognize the tine val ue of noney.

And, this PPA does not recognize the tine val ue of
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noney. And, | think that's a m st ake.

Ckay. Item 3.

(Mcd uskey) The excess RECs: The proposal is
essentially to add additional dollars to the Cunul ative
Reduction Account related to over-market or
under - mar ket costs associated with the RECs. However,
excluded fromthis definitionis Schiller. So, the
fact that Schiller is excluded fromthis cal cul ation,
am opposed to the excess REC proposal that they have
here. And, | would add the sane point | made regarding
Item 2. The nore dollars you put into this account,
and it's all capped by the nmarket val ue of the plant at
the end of 20 years, you are increasing the risk that
custoners are not going to receive paynent back at the
end of the 20-year period.

And, Item 4, the "Base Energy Price",
when you -- essentially, when you conbine that with
Item 5, sonebody described it as "optics", that's what
It is. It's not a significant issue at all, Item 4.

Item5, the conversion factor, dropping
it from1.8 to 1.6, we think that we -- we certainly
recommended that that be done. The 1.8 does not neet
the characteristics of the facility. And, | think

Lai dl aw has recogni zed that. By maki ng this change,
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and conmbining it with 4, custoners are not harned one
way or the other, because custoners are always going to
be paying the fuel costs, when it goes up or goes down,
they're going to be paying the actual fuel costs. So,
it really didn't matter what the baseline is, $30 or
$34 a ton, once you nmake the change to 1.6. If you had
left it at 1.8, there could have been situations where
Lai dl aw woul d benefit, there could have been situations
where customers woul d benefit. So, these two taken
together | think is a significant inprovenent.

And, one followup for M. Frantz. You said that

I ncreasing the capacity was simlar to or you |ikened
It to the IPP situation. Could you just el aborate on
and explain that concern nore fully.

(Frantz) wWell, the Comm ssion, in the 1980s, received
filings for projects, and the Conmm ssion determ ned the
prices for those projects. And, there were estinmates
of what the negawatt output of nunerous qualifying
facilities were for those plants. But, when they
actually built them they were often nuch | arger than
what was in the filings with the Comm ssion. So, the
custoners ended up purchasing, at least for a certain
period of tinme, the additional output at those avoi ded

costs.

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Frantz~McCluskey]

229

M5. AM DON. Ckay. Thank you.

CHAI RMAN GETZ: Ckay. Thank you. Then,
| presune we'll take up on next Tuesday with M. Frantz's
di rect.

But | do want to address the request
fromthe Mayor of Berlin. But did you have sonethi ng?

M5. HATFI ELD: | do, M. Chairman. |
apol ogi ze, but | wanted to |let you know now t hat the OCA
has a legislative hearing that we need to attend on
Tuesday, at 2:00, that just so happens to be a bill
anmendi ng the RPS statute. So, we would hope that we would
be finished by then. But we just wanted to |l et you know
that now, so that, to the extent it's possible, if we
could try to schedule around that. And, if you can't, |
understand, but | just did want to let you know.

CHAI RMAN CGETZ: Ckay. Well, then that
is | guess nore basis for what |'mabout to say. 1'd say
that we woul d resune here next Tuesday, at 9:00 a.m The
goal , of course, is to get through all of this testinony.
So, effectively, we are not going to grant the Gty of
Berlin's request. It was late-filed, it wasn't provided
to any of the parties. | think it's inpractical under the
circunstances. And, if anything, to accommobdate a request

of this nature woul d probably nmake this proceedi ng | ast
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even | onger.

So, we wll resume here next Tuesday.
And, if we can schedule our day in a way that works around
the legislative obligation, then we'll do that.

MS. HATFI ELD: And, then, this nay be
premature, but | at |east have been thinking about whet her
t he Conm ssion was going to either require briefing of
certain issues or offer it. And, | don't knowif you want
to tell us anything about that now. But one idea that I
have had was that it mght be possible, if the Conm ssion
did want briefs or wanted to offer the option, that the
parties could try to work together to identify any issues
that people think need to be briefed, because it just
m ght make the briefing schedule be able to be shorter, if
we all agreed. And, | don't have anything to propose at
this tinme, but I just wanted to offer that it m ght be
useful, rather than you needing to do that, we could try
to do it.

CHAI RMAN CETZ: Well, we haven't reached
any conclusion on that. |If you all want to tal k between
now and next Tuesday and conme up with a recommendati on,
then we would certainly entertain it. Did you have
sonet hi ng, M. Shul ock?

MR SHULOCK: Yes. It was just a sinple

{DE 10-195} [Day 4] {02-01-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO O WDN -~ O

[WITNESS PANEL: Frantz~McCluskey]

231

procedural question. Was this nmarked as an exhi bit?

MR BOLDT: Staff 15 is ny recollection.

M5. AM DON:  Yes, Staff 15.

CHAI RMAN GETZ: Yes, that is
Exhibit Staff 15. Anything el se today?

(No verbal response)

CHAI RMAN GETZ: Ckay. Then, we're
recessed. And, we'll see you next week. Thank you,
everyone.

(Whereupon the hearing was adj ourned at

5:07 p.m and the hearing to reconvene

on February 8, 2011, commencing at 9:00

a.m)
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