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AFTERNOON SESSI ON
(Resuned at 1:00 p.m)

CVMBR. HONI GBERG Ms.

&ol dwasser, | have a question. Do you have
any ot her docunents |like the |ast docunent
we were tal king about that you would go over
wth other witnesses? |'mtalking about
things you think that the Conpany shoul d
have produced that it didn't produce.

M5. GOLDWASSER: |' m t hi nki ng
hard about your answer [sic], sir, just so
that | make sure that | answer correctly.

| have a 2010 docunent that is

simlar to the one that we just discussed that |
didn't use because the one that we di scussed was
much nore relevant to the facts of this case. |
wasn't planning on asking any w t nesses about

t hat 2010 docunent. But it would have been
responsi ve to the discovery requests.

CVMSR. HONI GBERG:  Okay.

M5. GOLDWASSER: | can't think
of anything. | nean, this resulted from
literal Googl e searches.

CMSR. HONI GBERG  Ckay. |
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woul d ask counsel over here, what process
did you all go through to respond to the
requests regardi ng reports?

MR. BERSAK: \When data
requests are made of the Conpany, there is a
ri gorous team approach to nmaki ng sure that
we provi de, you know, responsive and
conplete answers. Wth respect to this kind
of data request, where there was a need to
go to ot her operating conpanies, a nunber of
us, including nyself, nade calls of the
usual suspects over there as to who woul d
have this data. Now, is there data
avai l able? | can represent that |
personal ly made phone calls to fol ks at
Yankee Gas to find out what they woul d have
had during the relevant tine periods. |
know t hat M. Snmagul a nade those efforts, as
well as others on the teamthat were
responding to data requests. Is it
possible, or is it even likely, given what
we saw, that perhaps Yankee Gas subscri bed
to EVA back in 2008? It appears that they

di d. Now, does that nean we didn't make the
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attenpt to find it? No. W've had, since
the nmerger with NSTAR, significant turnovers
i n personnel and who's responsible for what.
You know, practically ny entire Scrubber
teamthat started this case i s now worKking
at Liberty. | was going to subcontract this
case out to them you know. But trying to
find information --

CVMBR. HONI GBERG I think
Staff has that problem too.

MR. BERSAK: Yeah. So, you
know, did we make a good-faith effort to
find the information? Yes, we did. Dd we
m ss sonmething? Perhaps. D d we refuse to
comply? No, we did not.

(Comm ssi oners conferring.)

CVMSR. HONI GBERG  We're goi ng
to wait until we're done with M. Smagul a, |
t hi nk, before ruling on Ms. ol dwasser's
notion. W're going to hear fromthe rest
of the questioning and have our questions
answered and redirect.

So, who was next? GCkay. M.

Fabi sh.
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[WITNESS: SMAGULA]

CRCSS- EXAM NATI ON

BY MR FABI SH:

Q

A.
Q

Good afternoon, M. Smagul a.
Good afternoon.
So | just have a couple of questions about
your rebuttal testinony, which, if |
remenber correctly, was nmarked as Exhibit 12
in this proceeding; right?

MR. BERSAK: No, that's not
correct.

MR. FABI SH: That's not
correct?

MR. BERSAK: The rebuttal
testinony, so we're all on the sane page...

CMSR. HONITGBERG. No, it is

12, | think.

M5. GOLDWASSER: It is 12.

MR. BERSAK: Ch, is it 127
You're right. [I'msorry. | take that back.

You're correct.

BY MR FABI SH:

Q

Well, | apol ogize for the confusion.
Exhi bit 12, the rebuttal testinony, if you

could turn to Page 33. And |I'm | ooki ng at
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[WITNESS: SMAGULA]

Line 1 on Page 33. There you nake the
statenment, "Carbon regulation will increase
everyone's costs, not just those at
Merrimack Station.” |s that correct?

Yes, that's the first part of the sentence.
Uh- huh. Gkay. And could you expl ai n what
you nean by "everyone" in that statenent.
Cenerating facilities that burn a

car bon- based fuel -- gas, oil, coal -- wll
all have a increnental conpliance cost due
to energing federal regulation.

Ckay. So when you say "everyone," that is
excluding -- that's excluding things |ike
nucl ear generation, hydro generation, w nd
generation, solar generation, things that
don't burn carbon-based fuels; is that
right?

Those facilities may not have that if they
don't have a carbon-based fuel for their
pri mary purposes of generating electricity.
So you're right.

Is it your understanding that all

car bon- based fuel s when conbusted enit the

sane anount of CO2 per unit energy?
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[WITNESS: SMAGULA]

A

10

No. Different facilities will burn

di fferent anpbunts, depending on a nunber of
factors: Their design or their capacity
factor.

That wasn't quite ny question, so let ne
rephrase. | apol ogize again for the
conf usi on.

All else being equal -- boiler
efficiency, dispatch, et cetera -- do al
types of carbon-based fuel emt the sane
anmount of carbon di oxi de when conbusted for
unit energy?

The gas-fired generating facilities
generally have a |lower emtting rate than

their counterparts to burn a solid fuel or

liquid fuel.
So if | said that -- scratch that.
When you refer to a "solid fuel,"” are

you referring to coal ?

Coal or a liquid such as oil. | said solid
or |iquid.

Sure. How nuch nore CO2 per unit energy
does coal emt than, say, gas?

It depends on the efficiency of the
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[WITNESS: SMAGULA]

o > O P

11
facility. It could be anywhere from40 to
50 percent or -- well, let's see. Let's say
a coal plant could burn... let nme put it a

different way. A gas-fired plant would burn
50 to 60 percent the anmount, dependi ng on
the coal plant design. Wth sone of the
newer coal plants, efficiencies are getting
such that, that difference is becom ng
smal | er.

Is Merrimack Station one of those new coal
pl ant s?

No.

And Merrimack Station burns coal; correct?
Yes. Yeah.

All right. Switching gears a little bit.
Could I ask you to take a | ook at Page 24 of
your rebuttal testinony. |1've got a couple
questions for you that refer to the
materials starting at the bullet point at

Li ne 15.

Page 24. | believe that was part of the
text that's been stricken.

Has it been? | thought that the stricken

part ended at Line 5. But | could be
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[WITNESS: SMAGULA]

12

m st aken, and so | apol ogi ze.
CMSR. HONI GBBERG M. Sheehan.
MR. SHEEHAN:. The copy we
have, the strike ends at Line 5 as well.
CVMSR. HONl GBERG  So that part
has not been struck.
MR. SHEEHAN: Correct.
CMBR. HONI GBERG. Al l right.

BY MR FABI SH:

Q
A

Are you offering to strike it now?
No.
CMSR. HONI GBERG Lawyer's

hunor for you.

BY MR FABI SH:

Q

A

Ckay. Well, then, referring to that
section, could you tell us now what the
current assessnent of the Merrimack Station
is for tax purposes by the Town of Bow?
Boy, you know, | don't think |I recall the
specific valuation anount for the Town of
Bow, off the top of ny head.

Wt hout specul ating, could you offer a
gener al nunber?

No, | would prefer not to.
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[WITNESS: SMAGULA]

13

Ckay.
| don't have any i dea.
MR. FABISH. So | have
something I'd like to offer as an exhibit if
| could. | guess this would be 38.
(The docunent, as described, was herew th
mar ked as Exhibit 38 for identification.)
CMBR. HONI GBERG. (Okay. Let's
go off the record for a second.
(Di scussion off the record.)
CMSR. HONIGBERG Al l right.

Let's go back on.

BY MR FABI SH:

Q

So, M. Smagula, | know you didn't wite
this docunent, but | thought maybe it would

hel p refresh your nenory.

Yes, it's very hel pful. Thank you.
All right. [If you can | ook at the second
page of the docket -- or docunment. |If you

| ook, there's a little advertisenent in this
newspaper article or periodical article for
Smle Masters. |If you |look to the left of
that, the | owest paragraph i mmediately to

the left of that, starting in 2012, the
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[WITNESS: SMAGULA]

o > O >

pl ant was assessed at 143.5 mllion in 2012.
Does that nunber sound right to you?

Yes, and |"'mvery glad | didn't take a guess
at what the price was -- the estinmate was.

| would have had a | ot | ower nunber.

Ckay. And then this year, given that the
date of this is Novenmber 12th, 2013, it says
t he assessed val ue has been 93.5 mllion.

Is that al so accurate, to your know edge?
That's what the article says.

Yeah, but does that sound right to you?

Yes.

All right. And is PSNH chal |l engi ng the

val ue assessnent of the value of the
property for tax purposes by Bow?

Well, PSNH is always -- whenever a tax
assessnent cones up for renewal, we al ways
participate with the town and the town's
agent to cone up wth what's the rel evant
and proper anmount. |I'mnot famliar wth us
involved in challenging it at the nonment.

But that doesn't nean it's not occurring. |
don't currently get involved in those

activities.

14
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[WITNESS: SMAGULA]

Ckay. So you woul dn't have any know edge
about that at all.

Not at present. | believe there nmay be sone
di scussions going on with one or nore of our
plants. There often is sone discussions
going on with towns with one or nore of our
plants. | believe there is sone discussions
wth the Town of Bow, but that's the extent
of my know edge.

Ckay. |Is there another wi tness that would
have know edge about that, that you think I
shoul d direct these questions to you?

Not here.

Ckay. Thank you.

MR, FABISH | think those are
all the questions that | have. Thank you.

CVMBR. HONI GBERG Ms.

Fri gnoca.

MS. FRI GNOCA:  Havi ng
conferred with Zach over the |lunch break,
and cogni zant of our instructions to work
together, | have no questi ons.

CVMBR. HONI GBERG Del i ght ful .

M. |l acopi no.
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[WITNESS: SMAGULA]

SP. CMSR. | ACOPI NO. Thank

you.

| NTERROGATORI ES BY SP. CMSR. | ACOPI NO

Q

M. Smagula, | would like to talk with you
about the secondary wastewater treatnent
system | believe that you indicated on
Cross-exam nati on that the decision was nmade
to construct the secondary system and you
gave us a date, which | believe you said was
Novenber of 2010; is that correct?

Yes.

And if | understand your testinony, you' ve
had sort of a lengthy history of issues with
the EPA with the existing NPDES certificate;
is that correct?

Yes. The existing permt that we are
currently operating under was | ast issued in
1997. And after five years of operation,
you are to apply and get a new permt. And
we did do that on a tinely basis; however,

t he EPA had not responded and i ssued a new
permt or a newdraft permt until 2011.

So, in order for us to have an increnental

or added di scharge, we would normally go to

16
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[WITNESS: SMAGULA]

17

the EPA and say we're going to have this
intermttent discharge, and they would
nodi fy the permt, or give you a separate
special permt. They would work with the
facility to accomopdate their operational

needs.

Q And prior to knowi ng you're going to have an

i ncrenental discharge, which | understand
you say is snmall, in any event, did you have
any other reason to be seeking a change in

your pernmits at that facility?

A No.

Q Ckay. Wien did you learn you were going to

have this increase in the increnental

di schar ge?

A As soon as the Project began. And we

pur sued and got all of the necessary pernits
to do the construction, and then we focused
on operational permts. And as | indicated
previ ously, we spent over a year, |'d say
close to a year and a half, working with the
state DES on, once we understood the

guar antees provided to us fromthe primary

wast ewater treatnment facility, the vol unes,
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[WITNESS: SMAGULA]

18

t he constituencies and the nmake-up, and the
guar antees they were going to provide us, we
then had the data to go to the DES and start
tal king with them about our di scharge
permt. And we spent over a year goi ng back
and forth over excruciating detail to
eventual ly come to an agreenent and
conclusion that the treated effluent from
the primary system woul d be satisfactory to
nmeet the standards for water quality that
the state supported. During that tinme, the
state had di scussions with EPA. So there
was awar eness of our intent and our efforts
and our focus. But upon going to them
formally, that's when things changed, and a
new opi ni on was provided to us from EPA as
to how this would proceed in their view.

If I understand correctly, this particul ar

I ssue was nanaged by Public Service itself,
correct, not by your EPC contractor?

No, the EPC contractor provided technical
assistance to us with sone experts. But we
have al ways, as a conpany, pursued our

relationships with state and f eder al
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[WITNESS: SMAGULA]

19

agencies directly.

Q And when | was reading your prefiled
testinony from June 15th, 2012, and the
attachnents to it, there's the Beck Reports
that were filed every nmonth. Are you

famliar with those?

A. Yes. Yes.

Q "' mjust curious, because | noted that

starting in January 2010, there was
references to the wastewater treatnent --
secondary wastewater treatnent facility.
And there were notes, such as "preparation
was begun on a request for proposals for
provi di ng additi onal FG WM systens to
l[imt the discharge of small quantities and
various elenents in the Project wastewater

effluent."

A. Yes.

Q So, is that what you're tal ki ng about when

you were dealing wth DES?

A Wth the DES, they required us to put on

additional filtration equi pnent on the
pri mary wastewater treatnent systemto get

certain elenents to a level that they felt
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[WITNESS: SMAGULA]

20

was acceptable. But we were concerned about
the ultimte approval of the EPA. And as a
result, even though our prinmary di scharge
phi | osophy and direction was to have that
primary wastewater treatnent facility
effl uent di scharge, we were concerned, and
we started exploring what woul d happen if
t hat was not easily achieved.

And | think I'll just say that that was
t he phil osophy upon which we nanaged the
entire project. W always had a course of
direction, and | think it was wth proper
convi ction and proper basis. However, we
antici pated what risks there were and what
potenti al problens could occur, and we were
al ways exploring those, because if we want ed
to make an adjustnent and have to have a
change, then we were further down that path.
All right. So you then eventually hired
Si enens again, or SESS, and they basically
became responsi ble for the construction of
t he secondary?
No, we worked with Sienens to provide

additional filtration on the primary
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[WITNESS: SMAGULA]

A

21

wast ewat er treatnent system However, when
it becanme clear that that effluent was not
going to be all owed to be discharged and we
were going to have to install and make --
buil d an addi tional building and put in
additional, different equipnment to further
treat the water, we went with a conpany that
had experience wth that technol ogy, and
that was Burns & McDonnell. So we went with
a different conpany for our engineering and
desi gn and constructi on.

And if | understand correctly, you dealt
wth the issue of not being able to

di scharge for sone period of tine by just
basically hauling the wastewater to
publicl y- owned wast ewater treatnent plants;
is that correct?

That's correct.

And do you know yourself, or do you know if
there is a docunent that would informus as
to what the cost of doing that are -- were
at the tine and what they m ght be at
present ?

There i s a docunent that has sone of those
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[WITNESS: SMAGULA]

22

costs. | don't have it with ne. W Kkept a
| og of how many vehicles were used and the
fees associated with where they went.
They'd go to different | ocations.

The concern with continuing down that
pat h was that we had nunerous di scussions
wth the Town of Bow regardi ng truck
traffic. They were concerned about truck
traffic. And if you | ook at our
information, as far as the quantity of
trucks needed to haul water fromthe prinary
wast ewat er treatnment system the secondary
woul d be significantly less. Geatly -- a
great anount less. It was approachi ng 500
to 600 trucks a day. That's, you know, 20
trucks -- 500 to 600 per nonth. Excuse ne.
Per nonth. That's maybe 20 trucks a day.

So you're going to really have to be | oadi ng
trucks al nost continuously, 24 hours. POITW
are not open 24 hours. So there are

| ogi stic chall enges. There are town
trucking traffic issues. There's costs.
There's a lack of control over the ability

to continue to bring inthis liquid to these
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[WITNESS: SMAGULA]

facilities. There are a nunber of risks and
costs and concerns that entered into our --
and anong ot her things, that entered into
our overall assessnent.

Was any econom c anal ysi s done conpari ng
runni ng the plant on hauling the wast ewater
away as conpared to spending the additional
capital on building a secondary wast ewat er
treat ment systenf

| wouldn't say that there was a ri gorous
anal ysis made. However, if you | ook at the
ri sks associated wth continuing to haul
trucks, one truck an hour, alnost 24 hours a
day, every day, | think that's not a
reasonabl e expectation that is sustainable,
especially with the Town of Bow concerned
about traffic and about the other facilities
bei ng opened just to receive our effluent.
And it allowed too nany vari ables to be out
of the control of the Conpany; whereas, with
t he secondary system we could have a much
significantly | ess amount. W coul d nanage
the effluent, and we could do it -- but

also, If we couldn't do that, and we had

23
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[WITNESS: SMAGULA]

24

problens with risks with the primry system
the Project -- the facility -- the Scrubber
facility may not be able to operate if we
have nowhere to put these | arge vol unes, and

it would shut the plant down.

Q Let ne go back to that point in a mnute.

But let ne just tal k about --

(Court Reporter interrupts.)

Q | want to put the plant shutting down aside

for a nonent. But when you -- would you
say, then, that the primary reason why the
choi ce was nmade to construct the secondary
wast ewat er treatment system was because of
t he concern that you had about truck

traffic?

A That was a primary concern in the short

term But we saw too many other risks that
woul d perhaps ultimately stop the trucking
totally if POTW woul d change their mnd or
for sone reason have a difference of opinion
as to receiving the liquid. W would |ose
control of our ability to bring it

sonewhere. So we had to reduce the vol une

to better manage it.
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Q Tal k about the truck traffic for a mnute

again, though. D d you sit down and have

any types of neetings with Bow or --

A. Yes.

Q -- Franklin or wherever you were taking the

naterials to, to those towns, to discuss the

anount of truck traffic?

A. W net with all of the POTWs i nvol ved t hat

we dealt with, and we met with the Town of
Bow on nunerous occasions on trucking -- for
a nunber of topics. W have trucks for
gypsum We have -- and that was one of the
reasons we put in the truck wash, in order
to mnimze truck traffic. W had
construction trucks. W had -- I'mtrying
to think of what other volume of material we
had. Anytine we had to change our truck
patterns bringing coal to the facility from
Schiller, from South Anerica, the town paid
extra attention and was very concerned about
incremental truck traffic on not only River
Road and Johnson Road, but on Route 3A. So,
truck traffic was a high sensitivity issue

wth the town on any i ssue.
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Q And how does the truck traffic wth respect
to the hauling of the wastewater conpare to
the other truck traffic that you see at the
facility both before and after the
construction of the facility? 1'mnot so
nmuch concerned about construction trucks.

A Right, right. | would say the truck traffic
woul d be significantly increased due to this
pri mary water trucking.

Q You said the price for -- well, the
addi ti onal costs for the secondary

wast ewat er treatment system was about

$32 mllion.

A About $35 mllion.

Q Thirty-five?

A Yup.

Q And there's been sonme di scussion here this
nmor ni ng about the change in the price
estimate. Did that change in the wastewater
treat nent system have anything to do with
the increase from$250 million to the $457
mllion estimated project cost?

A No, because the need to pursue a secondary

wast ewat er treatnent system was not
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determ ned until approximately 2011, which
was three years beyond the new estimate of
457.

Q Anot her question | have is, | understand
that as part of the process of the FGD
process you actually create a byproduct

known as gypsum correct?

A Synt hetic gypsum yes.

Q And you sell that product; correct?

A We do.

Q And | guess it's considered to be synthetic
gypsunt?

A Right. That's correct.

Q And it's sold to wal |l board conpani es and
pl aces li ke that?

A W have a contract with Georgia-Pacific in
Newi ngt on, New Hanpshire.

Q At the tinme that you put -- well, after
putting the Scrubber into service and before
filing here -- and before filing for your
tenporary rates, do you know how nmuch gypsum
you had manuf actured or how nmuch byproduct
you had produced?

A I'"msorry. | don't have that nunber in

27
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hand. W have a large building that it's
stored in, and trucks are noving that. But
when our units are running, the trucks are
runni ng that with high frequency.
And what is the price that you generally get
for gypsun? Do you know? |Is it usually
sold by the ton?
It's sold by the ton. | think it's on the
order of $6 or $7 per ton, and then there's
a trucking cost associated with it.

The key reason, however, for renoval of
the gypsumis because, if it was not
devel oped as a wal | board- grade gypsum - -
which it is and neets all the federal
standards -- if it were not for that, we
woul d have a | arge anount of off-spec gypsum
with no receiver, and we woul d be spendi ng
20 tinmes the cost per ton to dispose of it.
Soit's -- we're not necessarily trying to
make noney. W're trying to avoid a huge
expense.
How do you account for the noney earned from
selling the gypsunf

That's all a credit to custoners.
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s it?

Yes.

Ckay. Do you --

There's a trucking cost and there's a cost
to bring it there. So, any of the net
positive or negative proceeds of that is
part of our operating budget, our expense
budget .

So it would be an operating itenf

Yes. But as | indicated earlier, because
it's a cost -- or a credit associated with
the Scrubber, it's in a deferred account,
and we're not collecting that from
custoners. It's part of the deferral.
Until this proceeding is resol ved.

Yes.

So that the ratepayers will get whatever
credit there may be fromthe sale of the
gypsumfromthe facility.

Yes.

I s the secondary wast ewat er treatment
facility, is that operational now?

It's fully functional, yes. W continue

to -- because this technology is extrenely

29
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new to the United States -- there's probably
only a half a dozen facilities, perhaps
eight in the world that have used this; it's
a technology that's been used in other

i ndustries, but adapted to Scrubber

effluent. There's only a handful. And we
have gone through a nunber of

troubl eshooting and tuning. So it is
functioning well now. We think it wll
continue to function better going forward.
But we did have a | ot of not unusual
activities associated wth scaling and
things like that until we bal anced the

chem stry. So it's a very conplex chem stry
equati on we're solving fromthe Scrubber to
the primary wastewater, to the secondary,
and it's very chal |l engi ng.

Can you tell me, then, why it is you still
want to discharge effluent, why you're still
| ooking for the NPDES permt if it's working
wel | ?

Because we think the facts and the data
support that ability. And we also -- if

that is not able to be achi eved, and there

30
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is an upset or a nualfunction or sonething
goes wong with the secondary system we
need to be able -- we would like to have the
flexibility froman operations' viewpoint to
take an effluent that is deemed acceptable
to the state to be able to be di scharged at

| east for periods of tine.

Q So what's the first plan of action, though?

Is it -- let's assune you get your NPDES,
which | know is an assunption. |Is the first
pl an of action to use the secondary

wast ewat er treatnment system and sinply take
the solids that wind up off site, or is it
to discharge in the first instance and only
use the secondary wastewater treatnent

system as a backup?

A Well, the secondary system does still have

effluent. It still has a small anpunt of
liquid that comes out of it. That's not --
we recycle it as best we can, but there is
al ways sone residual material. And I think
our intentions are to await the NPDES permt
and then see what allows us -- what allows

the flexibility. | think the costs for that
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secondary system as far as our savings and
ot her expenses, we have far nore than offset
that custoner cost for the secondary system
But ultimately, depending on the final
permt, will determ ne what's the best
course of action for custoners.

But it sounds to ne |like one of those could
be that the secondary water systemw || not
be used very nuch.

| don't know what the |ikelihood of that
wll be from--

But that's what coul d happen; is that
correct?

That is a potential possibility. But a
final NPDES permit is not expected for quite
a while. As | indicated earlier, it's
recently been reopened, which is a little
unusual, and it nay even be reopened again.
Utinately, a final permit wll be issued.
And | suspect, based on our experience, no
matter what is issued in that final permt,
it wll be appealed. And there's two |evels
of appeal s processes. So this secondary

systemis going to be in full use for many,
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many years to cone.

Q Assum ng all your predictions about appeals

conme true again.

A Yes, and | believe that's one of the

assunptions that | feel pretty good about.
Or bad about. [|I'mnot sure which.

[ Laught er]

Q And | have one other question. This is just

to satisfy ny curiosity. In your rebuttal
testi nony, you made the claimthat there are
135 New Hanpshire Supreme Court deci sions
that deal with the term"statutory nmandate."

And did you do that research yoursel f?

A | didn't do it nyself. But | think,

actually, the nunber is 137. But | did

revi ew t hat docunent to validate it.

Q Did you review all 137 New Hanpshire Suprene

Court --
A No, | had a sunmmary of the cites. But it
was about eight pages |long, highlighted. It

was highlighted to nake it easy on ne to
check the count.
SP. CVMSR | ACOPINO M.

Chai rman, | have no ot her questions.
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CMSR. HONI GBERG | have a

f ew.

I NTERROGATORI ES BY CMSR. HONI GBERG

Q

Looking at M. Long's deposition and Exhi bit
7 to that deposition -- that is, the draft
cost estinmate anal ysis for Power Advocate --
| have it, yes.

-- there are the two tables and then graphs
that were generated fromthose tables.

Yes.

The "l evelized concept,” which is the
triangl e on the graphs, can you expl ain

"l evelized" in this context?

Yes. "Levelized" neans that, in sinple
terms, when you're conparing
project-to-project, every project is a bit
different. |It's site-specific. And | can
identify the six or eight specific itens
associ ated with Merrimack Station that nake
it unique fromothers. But in order to
conpare scrubber to scrubber, you have to
have sone basis of getting them on an equal
playing field. For exanple -- and | guess

"Il take a second here. It's worth the
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effort to understand.

Merrimack Station has one scrubber for
two units. That's not uncommon. But it's
often one-on-one. W have two
different-size boilers. The boilers are
pressurized. They don't have i nduced draft
fans. The boilers are cyclone-fired, which
is al so unusual. They have SCRs on both
units to reduce NOx em ssions. The site was
very constrained with regard to where the
Scrubber could go, and we had to bring
ductwork around to the Scrubber while we
still had an operating railroad |line
recei ving coal underneath these el enents.

So you have to take out the increnental
costs for the site -- and this was a nercury
Scrubber. Al these other Scrubber are
generally for renmoval of sulfur. So this
absor ber vessel, the big heart of the
Scr ubber equi pnent, was w der in dianeter,
was taller, and it had increnental design
features on its internal. So it was uni que
for this site. Well, if you try to discount

all these site-specific elements to get it

35
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to be vanilla or be an apple so you could
conpare it to other apples, normalizing it
is making it so you could conpare appl es and
appl es.

In both charts fromthe exhibit to the Long
deposition, and also in the Attachnent 3 to
your June 15th testinony, the table that's
associ ated with the chart has for Merrimck
Station's cost the 354, just under the

$355 mllion nunber.

Ri ght.

You testified earlier that that nunber is a
partial -- you said a "partial cost."

Yeah.

It doesn't include everything.

Yeah.

Wiy is the full nunber not used here?
Because every conpany's cost of capital,
every conpany's over head, every conpany's
approach to doing the engineering work is
also a bit different. So they try to get
just the hardware. They try to get it down
to sonething that is anal ogous from proj ect

to project. And that's why we went froma
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site-specific to a levelized. And when that
is done, we get in the ballpark of all -- of
the other facilities.
New topic. The |large spreadsheet that is
Exhi bit 31, and Exhibit 32, which has --
which is a data response, but it has
attached to it a presentation that was
prepared by sonmebody at PSNH for use -- |
don't think you knew where -- regardi ng
Senate Bill 152. So it's Exhibits 31 and
32.
Yeah. | don't have that.
Ckay. That's 31. Do you al so have 327?
|"msure | do. | just have to figure out --
| don't mark them

(Pause)
If you could turn to Page 24 of the
presentation that's in Exhibit 32. | think
you were asked questions about it earlier.
It's the one that has the statenent that,
"PSNH custoners could be on the hook for
$300 mlIlion in stranded costs w th nothing
to show for it." |Is there a relationship

bet ween the statenent in that docunent and

37
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t he spreadsheet ?

No.

They certainly -- they seemto be tal ki ng
about the sane topic.

They coul d be tal king about costs for the
custoners, but there's no correlation wth
t hose two nunbers.

How was the nunber in Exhibit 32 devel oped
t hen?

Whi ch nunber? The 2307

The 230.

The 230 was the costs that were conmm tted.
It's the sumof all of the values of all the
purchase orders that have been issued. It
wasn't how nmuch had been spent on each one.
It wasn't the cancellation cost. It was the
sum-- if we took all the purchase orders

t hat had been issued, as to what the full
amount was, that's where that nunber cane
from

Then what's Exhibit 31?7 That's the big

spr eadsheet.

Thi s exhi bit was devel oped by a team of

engi neers and professional s under ny
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gui dance. It utilized the services of two
to three URS project experts who worked on
this Project for many years. And it used
three or four people who worked for PSNH on
the project -- our project teamfor nany
years. And we spent a lot of tine

devel opi ng a spreadsheet for every nmjor
contract and every m nor contract, |ooking
at when the contract was issued, the cash
flow for every contract, the type of
contract, whether it was | abor-intensive or
whet her it was material -intensive, and ot her
aspects of it. And we did an analysis on a
contract-by-contract basis, based on when
the contract was issued, what the scope of
wor k was, and over what period of tine that
wor Kk woul d have occurred. And we devel oped
a cost to -- if we were to stop that
contract at any given nonth, how much woul d
the cost be to do that. And the report that
acconpanied this | arge spreadsheet is about
18 pages | ong and sinply expl ai ns our

nmet hodol ogy in very clear detail. And we

devel oped costs that were for nobney spent,
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noney that was either paid or booked, costs
inliabilities, paynent of all tangible
contractor and vendor work that was

conpl eted. Because when you rel ease a
contract, a lot of these vendors go to
subcontractors, and they start buil ding
punps and tanks, and you have to go in and
shut all those down.

What wer e reasonabl e and customary
term nation costs? 1In the first page of ny
report it tal ks about term nation expenses,
settlenent costs, immbilization, reasonable
mar k-up, things that are in our contracts
typical for our industry and our business.
And there's also stationary renedi ati on
costs.

And we asked oursel ves these series of
questions for every purchase order on the
cal endar -- of each purchase order wthin
t he cal endar of the whole project, and we
went through excruciating detail to devel op
a met hodol ogy to assess this. And we built
up a series of dozens of spreadsheets which

then sumed this spreadsheet. And

40
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eventual ly, this becane -- this wasn't
really designed to be, you know, discussed
in this forum It was really a working
docunent. But we were able to get through
it, I think, pretty well with sone questions
today. So we devel oped all the costs and a
| ot of other infornmation, and then
eventually fromthat we broke our costs into
four categories that were al so di scussed

her e.

Are those the four categories at the bottom
of the page?

Yes. The term nology used there is a little
awkward. But it's noney spent, project
costs and liabilities, reasonable and
customary term nati on costs, and station
remedi ati on and project area nothballing.
Those were -- that was the analyst's jargon
for what those four were.

Now, when you tal ked about those four wth
Ms. ol dwasser, she directed you to a couple
entries that had boxes around themin purple
under Septenber '08 and Novenber '08. Do

you renenber that?

41
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Yes.

And | think that she and you tal ked about

t he four nunbers bel ow each of those
figures --

Yup.

-- being added together to get to those
figures.

Correct.

Now, | was playing around with this, and
that seened to hold until the next page,
under June of 2010, because if you add the
nunbers toget her under June of 2010, which
is the third to the last colum, and it
seens that all colums afterwards, they
don't sum anynore. Those four figures bel ow
don't add up to the figure that's just above
them So I'mwondering -- and this nmay be
totally insignificant. But since ny
attention was drawn to it earlier and
started |l ooking at it, it doesn't seemli ke
t he nunbers add up anynore. So tell ne if
I'"'mwong, or if I"mright, what it neans.
Let ne look at this just for one nonent,

pl ease.

42
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(Wtness revi ews docunent.)
| believe the difference is in the line
above the 308,000. |It's the $25 nmillion
anmount. But |I'm hard-pressed to recall..
let ne see if...

(Wtness revi ews docunent.)
Tell you what. Wiy don't we go to sonet hi ng
else. And we're going to probably, after
your counsel has a question -- has an
opportunity to ask you sone questions, maybe
take a break. Maybe you'll be able to | ook
at that during the break --
Ckay. Yeah.
-- and then we'll finish and close that out.
" msure | have a reasonabl e answer, but not
at the nonment.
All right. You were asked about the
val uation of the plant for tax purposes. |
think fromthat Concord Mnitor article that
you were shown printed off the Wb, it | ooks
li ke the | ast valuation was done | ast fall.
I f property tax cycles are what they are,
usual |y you should be getting a new

val uation pretty soon on that.
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A. Yes.

Q Do you have any idea what that's going to

be?
A. No. But what ever the outcone of that w ||
be, there will be a discussion, and it'll --

| can't predict what the ultimte nunber
woul d end up bei ng.
CVMSR. HONI GBERG | don't have
anyt hi ng el se.
(No verbal response)
CVMBR. HONI GBERG M.
| acopi no, do you have anything el se?
(No verbal response)
CVMSR. HONI GBBERG  Counsel , do
you have redirect?
MR. BERSAK: Yes, | do. Thank
you, M. Honi gberg.
| want to first commend both
of you Conmm ssioners for reading ny mnd. You
did a great job of going through many of ny
redi rect questions, so there'll be much | ess than
t here woul d have been.
REDI RECT EXAM NATI ON
BY MR BERSAK:
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| would like to just fill in a couple nore
details wth respect to the NPDES permt,
M. Smagul a, that you were asked about by
Conmi ssi oner | acopi no.

Yes.

First of all, is it correct that the current
NPDES permt under which Merrinmack Station
is operating actually expired on June 27,
19977

Yes.

| believe that you had originally testified
it was issued in 1997.

And is it correct, then, that EPA has
been responsi ble for renewi ng that permt
since that 1997 expiration date?

Yes. It's sonething they've been working
on, | guess, for that period.

In light of that, is the need for an NPDES
permt sonething that would exist, even

W t hout the Scrubber Project having been

i nstal |l ed?

Yes.

Wien did NPDES finally issue a new draft

permt for Merrinmack Station?
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Sept enber 30t h, 2011.

Was that before or after the Scrubber went
into comrerci al operation?

Two days after the Scrubber went into
commer ci al operation.

So you're saying it took over 14 years for
EPA to renew an expired permt?

To issue a new draft of the permt, yes.
Since that Septenber 2011 draft permt was
i ssued, has the EPA issued a new draft of
t hat sane permt?

In that draft permt there were a nunber of

technical flaws associated with it, both

froma science viewoint and | egal concerns.

Qur comments were extensive, as were
comments fromother parties. The EPA

recei ved those comments in February of 2012
and was assessing all of those inputs to
determ ne what they would do with the final
permt. One aspect in their draft permt
was their interest in putting some
addi ti onal treatnent equi pnent on our

wast ewat er effluent. W chall enged their

techni cal recommendati on on a nunber of

46
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bases. And a few nont hs ago, the EPA opened
their draft permt proceeding, renoved their
t echnol ogy and i nposed an additi onal,
different technology in their nodified draft
permt. That proceeding is still in a

revi ew and comment phase which ultimtely

w il close soon, and then the EPA wll go
about their business assessing not only the
original coments on the draft permt but

t he new comments on the draft permt.

In the new, nodified draft EPA NPDES permt,
did they include a restriction that woul d
require the operation of a secondary
wastewater treatnment facility in order to
allow the Merrinack Station to go into
conmmer ci al operation?

Yes. They specified that we should install
t he equi pnent that we had install ed.

Are interested parties now submtting
comments to EPA on this new draft?

Yes.

Do you know whet her EPA m ght i ssue yet

anot her draft of this permt in the future?

We did not agree with many of their

47
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scientific and techni cal and econom c
concl usions, and we responded to themwth
an equal |evel of specific questions and
concerns, simlar to what we did on their
original draft permt. So, while I'm not
sure what they wll do, I would not be
surprised if they were to consider our
comments, because | believe we are perhaps
one of the nobst expert in this technol ogi cal
field of secondary wastewater treatment in
the country. And I would not be surprised
if they accepted those comments and had to
ret hi nk some of their conclusions. So it
woul d not be surprising if it were reissued
again, in ny view

s EPA right now in the process of issuing
new regul ations that would limt water

em ssi ons, such as those from Merri mack
Station?

There are a nunber of EPA deci sions that
have enmerged and have potential to energe
whi ch affect cooling water systens.

Do you have any idea when the EPA m ght

actually issue a final NPDES permt for
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Merrimack Station?

No. But as | indicated previously, based on
the length of tine they take to review our
comments and the coments of others, and

t heir subsequent deci sions and i ssuances of
final permts, potential appeals, | think it
could go on for nmany, nany years.

Until a final permit is issued, what's the
status of the permtting requirenents for
Merrimack Station?

W remain in full force with the existing
permt that had been in place for a | ong
time.

And that's the permt which the EPA refused
to reopen to allow Merrimack Station to
operate w thout additional water treatnent?
Yes.

You were asked a question by Comm ssi oner
Honi gberg regarding the $355 nillion price

t hat appears in the Power Advocate report
that's attached to M. Long's deposition
exhibits that's been nmarked as 27-7. Do you
recall that?

Yes.
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And you said that the $354- or $355 nillion
esti mat e was nmade "because we needed to
conpare apples to apples.”

Yes.

Suppose that you and | -- we both live in
Bedf ord. Suppose we both went out and
bought new cars. W're going to buy
Mercurys, because | think that woul d be
appropriate for this proceeding. Now,
you've got a lot nore noney than | do, so
you pay cash. | have to go to that Payday
Loan thing on South WIllow Street in
Manchester to finance it. |If we're going to
conpare the cost of the cars and see whet her
we got a good deal or not, would you include
my financing costs in that conparison?

No.

Is that kind of what you were trying to sort
of explain when you said that those kind of
costs were taken out in order to conpare our
price for the Scrubber equi pnent to others
around the country?

That's one exanple of the types of costs

t hat woul d be appropriate to | evelize true
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costs to conpare appl es and appl es, yes.

If you recall, there was al so a coupl e
graphs that Conmm ssioner Honi gberg brought
your attention to in 27-7, the ones with the
squares and the triangles.

Yes.

All the other plants represented on that
graph were di anonds. Do you know if any of
t hose di anond pl ants were scrubbers designed
to renove nercury or which had

mer cury-renoval guarantees fromthe
suppliers?

No.

No, you don't know or, no, they don't have
guar ant ees?

| don't know specifically. But | guess I

w il say that the Merrimack Station
Scrubber, to nmy know edge, was the first
mercury Scrubber specifically designed for
that elenent in the country. So |

suspect -- | don't know for a fact, but I
suspect all of the rest were the traditional
sul fur, SO2-renpval scrubbers.

One final question. You were asked a
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question by counsel for Sierra dub
regardi ng the assessed value of our facility
in Bow, New Hanpshire. [If Merrinmack Station
was retired or was unable to operate, do you
have an opini on of what woul d happen to its
assessed tax value for the Town of Bow?

A Well, Merrimack Station is assessed based on
its function, which is to provide
electricity to custonmers in New Hanpshire at
PSNH. So if it is unable to fulfill that
mssion, | think the facility could not
operate. And as a result, one of the key
criterias that is | ooked at for val ue
assessnment is its capacity factor and its
use for custoners in the state. So |
suspect the assessed val ue woul d pl ummet.

Q Thank you, M. Snagul a.

CVSR. HONI GBERG | think
that's all we have for now, subject to the
desire to try and figure out what's goi ng on
w th that spreadsheet.

So, can we take a few m nute

break and gi ve everybody a chance to cone back in

about 10 mnutes to finish the questioning, and
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t hen
need
down

Does

we'll strike the I.D. from whatever exhibits
to be struck -- I think I've got it witten
-- and then nove on to the next w tness?

t hat sound right?

MR. BERSAK: |If we could talk
about, before you go, the next wtness. |If
we' re tal king about getting back here
sonetinme after 3:00, | don't think it wll
be possible to get all the way through M.
Frantz. But we do have a swing wtness, M.
Chung, who | think we definitely can finish
up with today, and we can start fresh with a
new wi tness tonorrow, if that nmakes sense to
ever ybody.

CVMBR. HONI GBERG Does t hat
make sense to everybody el se?

MR. SHEEHAN: That's fine with
the Staff.

CVBR. HONI GBERG Wi t. Ms.
ol dwasser has a concern.

M5. GOLDWASSER: |'mjust not
sure if we'll be able to get through M.
Chung today but --

CVBR. HONI GBERG Wl |,
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54

mean, we nay break wherever we break. And
if soneone's on the stand and we break, it's
not the end of the world. W cone back and
finish.

MR. BERSAK: W definitely
won't finish wwth Tom but we mght with
Eric. So, whatever works best.

CVBR. HONI GCBERG  Any ot her
opi nions? The plan would be to go with M.
Chung when we get back? Al right. So
we'll conme back shortly after 3:00.

(Wher eupon a recess was taken at 2:55
p.m and the hearing resuned at 3:11 p.m)

CVBR. HONI GCBERG | gat her
t here was di scussi ons about how to proceed
during the break. So, ny understanding is
that M. Snmagula was not able to resolve the
i ssues with the spreadsheet in the short
time he had, and | understand that. Wat we
can do is we can basically wap himup
otherwwse. And if there's a relatively
strai ghtforward, sinple explanation from
t hat, counsel can nmake an offer tonorrow or

the next day as to what the situation is
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wth that. If we need to bring himback to
explain that, we can do that. But as far as
we're concerned, M. Smagul a's going to be
done. And we'll deal with the exhibits in a
m nut e.
| al so understand there was a
concern about bringing M. Chung up right away,
and that's fine. W can -- the plan was to have
M. Frantz start, and we can have M. Frantz
start. W can get to wherever we get, and we'l|l
break right around 4: 30 and pick up tonorrow
norning at that point. | know there's scheduling
limtations on tonorrow, at |east one or two of
tonmorrow s witnesses, and we'll deal wth that as
we have to.
So, is there anything -- did |
get that correct?
(No verbal response)
CMBR. HONI GBERG. Al l right.
So, is there any objection to striking the
identification on the exhibits that were
used during M. Smagula's testinony? And I
don't know that | have a conpl ete and exact

list of what those were. It seens to ne it
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was 11 and 12, which were his June testinony
and his rebuttal testinony. There was a
part of, or exhibits from | guess, the
deposition; is that right? Wre there any
other -- what's happening with that exhibit?
Is it just the exhibits that were used that
were |.D."d and are going to be put in at
this tinme?

M. Sheehan, you seemready to

say sonet hi ng.

MR. SHEEHAN: | was going to
say | don't know.

CVMSR. HONIGBERG  You're in
the sane shape I am

MR. BERSAK: \What was the
question? |'msorry.

CVBR. HONI GBERG Wl |, we
used parts of the deposition transcript --
we didn't use the transcript. W used the
exhibits fromthe deposition. |Is it just
t hose exhibits that are going in at this
poi nt as exhibits for our purposes in this
hearing, or is it the whole transcript and

all the exhibits?
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MR. BERSAK: | believe that
the entire transcript and all the exhibits
have been marked for identification.

CVBR. HONI GBERG How? The
question is: Wat are we striking? From
what are we striking the |I.D. and naking
full exhibits at this tinme? M. Am don.

MS. AMDON: If I nmay?
don't think the Comm ssion should do
anything at this point. Perhaps at the end
of this week we can agree to what to offer
as exhibits. But | don't believe Staff, for
exanpl e, has | ooked t hrough everythi ng and
agreed wth everything being introduced as
an exhibit. | nean, customarily, as you
know, the Conmi ssion waits -- we have a big
vol unme here --

CVBR. HONI GCBERG | was hopi ng
totry to get sonme of that knocked down.

MS. AM DON:. Maybe that's one
thing that the parties can tal k about
tonorrow norning and present a solution to
you tonorrow. But that's what | woul d

pr opose.
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CVMSR. HONI GBERG  Wbrks for ne
if it works for everybody el se.

M5. AMDON: And with respect
to tonorrow, you are correct. There are
some scheduling concerns. The w tnesses
from Jacobs Consultancy are only avail abl e
tonmorrow. And |I'm | ooking to the Consuner
Advocat e.

M5. CHAMBERLIN: My witness is
avail able -- he's flying in tonight, and
he's available all day tonorrow. And
bel i eve he's avail abl e Thursday norni ng.

MS. AMDON. So that's just
for your information as we go forward. And,
you know, we'll probably give you friendly
rem nders of things going away that m ght
interfere with that schedule. Thank you.

CVBR. HONI GCBERG  Ckay. So,
then, are we done with this at this point
and ready to call M. Frantz? Al right.

(WHEREUPON, THOVAS C. FRANTZ was duly
sworn and cautioned by the Court
Reporter.)

THOVAS C. FRANTZ, SWORN
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DI RECT EXAM NATI ON

BY MR SHEEHAN:

> O

Q

> O >» O > O

Your nane, Sir.

Thomas C. Frantz, F-R-A-N-T-Z.

You're sure it's not Steven Mill en?

| am

Ckay.

That may change, though, during the course
of this exam nati on.

And your occupation, sir?

I'mthe Director of the Electric Division
here at the Public Uilities Conm ssion.
And can you give a very brief overvi ew of
your background.

| came to the Conmm ssion in 1989; 25-1/2
years as an analyst first -- well, largely
as an econom st first and then anal yst, and
then chief econom st. When the Comm ssion
restructured, | was assigned the Electric
Dvision as its Director. And |'ve
testified nunmerous tines before this

Commi ssion on cost of capital, rate design,
gener al rat enmaki ng.

And in this proceeding, you have the chore
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or obligation or joy to adopt anot her
person's testinony; is that correct?

That is correct.

And that other person is whonf

That person is Steven Mullen. He was -- at
the tine the prefiled testinony was fil ed
wth the Conm ssion, he was the Assistant
Director of the Electric D vision.

And you are here today to adopt M. Millen's
t esti nony.

| am

Can you tell us what involvenent you may
have had in drafting and preparing M.
Mul l en's testinony that was fil ed?

M. Millen worked directly under ny
supervision. He was the |ead Staff menber
for the Scrubber proceeding. He worked
closely wth Jacobs Consultancy. And we
conferred throughout this proceedi ng on
nunmer ous i ssues, and including his

t esti nony.

Today, are there any changes that you woul d
like to offer to the testinony before you

formal |y adopt it?
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Yes, there is one. |If we | ook at Footnote
No. 12, which is found on Page 10, it
states: "The Conm ssion currently has an
open proceeding [sic], IR 13-020, regarding
t he val uation and potential divestiture of
PSNH s generating assets" -- "generating
units.” | would like to add the words

"Al so, the Comm ssion recently opened Docket
No. DE 14-238, Determ nation Regarding

PSNH s CGenerati on Assets.”

And ot her than that change, M. Frantz, if |
were to ask you all the sane questions that
appear in M. Millen's testinony, would you
adopt the answers that M. Mill en gave?
Yes.

And | understand you have a brief statenent
you' d like to give to the Conmm ssioners
prior to your cross-exam nation.

| do, if I may. M testinony, adopted from
the prefiled testinony of M. Steven Mill en,
as | said, at the tine of the filing was the
Assistant Director of the Electric D vision,
provi des an overvi ew of the Scrubber

Project, including the | egislation
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addressing nercury em ssions. The testinony
al so i ncludes recomendati ons concer ni ng
"prudence" of the Project's nmanagenent and
constructi on based on the work done by
Staff's consultant, Jacobs Consul tancy, and
the audit reports filed by the Conm ssion's
Audit Division. Based on those reports,
review of the |l egislation and the

i nformation avail able during the tine frane
under consideration, Staff's position is
that PSNH acted prudently in the managenent
and construction of the Project and that the
costs were prudently incurred. The
prudently incurred costs should be recovered
in permanent rates and i ncluded in default
servi ce.

In addition, the unrecovered costs, due
to the passage of tine between setting
tenporary and permanent rates, and the
| ess-than-full anount included in the
setting of the tenporary rates, has created
a difficult ratemaking i ssue. Staff
proposes that the unrecovered costs be

recovered over a seven-year period as a way
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to balance the significant rate effects of
t hose unrecovered costs with the interest of
shareholders. So it's a bal ance of
interests of custoners and sharehol ders for
rate recovery. That concludes ny remnmarks.
Thank you.

MR SHEEHAN: M. Honi gberg,
he's now avail able for cross-exam nation.

CVMSR. HONI GBERG  Who' s goi ng
to be asking questions first of M. Frantz?

MR. BERSAK: | believe that
the Conpany is going first on this one.

CVMSR. HONI GBERG M. Bersak
or soneone el se over there?

MR BERSAK: It shall be ne.

CROSS- EXAM NATI ON

BY MR BERSAK:

Q
A

Q

Good afternoon, M. Frantz.

Good afternoon.

You just indicated you' re adopting M.
Miullen's prefiled testinony in this
proceeding. |Is it correct to assune you're
al so adopting his responses to the data

requests that were made by Staff in this
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pr oceedi ng?

Correct.

Thank you. Are you aware that other parties
to this proceedi ng have taken the position
that there are practical alternatives
available to PSNH in lieu of installing the
Scr ubber ?

Yes.

l'd like to start by discussing the
so-called "divestiture alternative" of the
Scrubber installation with you.

If you turn to Page 8, Line 13, of your
testinony -- and I'll refer to it as "your
testi nony" because M. Millen has escaped --
you indicate that, in your opinion, the
Scrubber Law was "written with a single
owner of the affected sources in mnd"; is
that correct?

Correct.

And t hat single ower was PSNH?

Correct.

You al so testified that the sale of only one
of the, in quotation marks, "affected

sources,"” as that ternis defined in the
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Scrubber Law, such as the sale of the
Merrimack Station but not Schiller Station,
woul d be inpractical, because then you woul d
wnd up with different owners tied together
by a common em ssions reduction requirenent;

is that correct?

A. Yes.

Q So, is it your opinion that any proposed

divestiture, in lieu of installation of the
Scrubber, would realistically require that
all the affected sources would have to be
sol d together so there was one commbn owner
responsi ble for neeting the aggregated

em ssions reduction requiremnment?

A Practically speaking, that answer is yes.

It would be extrenely unlikely and difficult

to have had nore than one owner.

Q So, since the --

MR. PATCH. M. Chairnmn, |
would like to raise an objection at this
point in tinme. W were counseled during the
techni cal session not to do "friendly
cross,” and | think that's exactly what this

is. And we've not prepared friendly cross
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of wtnesses by other intervenors because we
were counsel ed not to do that.

CVMBR. HONI GBERG ' m not -- |

tend to agree with you.

M. Bersak, certainly that
first set of questions was just a repetition of
sonething that's already in the testinony. |
think we'd all prefer if you have other areas you
want the witness to el aborate on, that would be
great. But we have read M. Millen's testinony,
whi ch M. Frantz has adopt ed.

MR. BERSAK: [|If | can sort of

make an offer of proof here as to where I'm
going with respect to divestiture, is that
the alternatives that have been proposed in
other's testinony is we could have -- or the
Company coul d have divested Merri nmack
Station. The wtness just testified that
was not practical; it would really have to
be Merrimack and Schiller.

The next thing I'mgoing to
ask about is, in light of what the Conpany woul d
have left, which is Newi ngton Station and sone

hydros, would that essentially put us into the
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total divestiture situation, which is --

CVSR. HONI GBERG I think --
you don't need to go any further because |
think that's fair. It occurred to ne, as |
was listening to the questions, that |
t hought he was probably setting up the next
coupl e of questions. So, on that basis, I'm
going to let himproceed. But you
under st and what M. Patch said.

MR. BERSAK: | under st and.

CVBR. HONIl GBERG  And | think
we all agree that's a good way for us to go
going forward. So, ask the question --

BY MR BERSAK:

Q If in fact a divestiture of both Merrinmack
Station and Schiller Station was proposed,
that woul d have left PSNH with only
Newi ngton Station and its hydros and the two
conbustion turbine sites as generating
assets; is that correct?

A Correct.

Q Do you agree that New ngton effectively
operates in the capacity nmarket and is

primarily a peaking plant?
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It has a very | ow capacity factor, and it's
probably going to continue to have a very

| ow capacity factor

So, would it be unreasonable for PSNH to
consi der that a generation fleet consisting
only of Newtoni an and the hydros woul d be
inmpractical to be the basis of providing
energy service to its custonmers?

It al so has purchase power agreenents, |
woul d state that, of sone significance.
However, it would create a | ot of
difficulties to have only one fossil-rel ated
generati ng asset and then the hydros.

So, based on your opinions |I'mhearing, in
reality, any thought of using divestiture as
an option to avoid installation of the
Scrubber by PSNH woul d really have resulted
not just in the sale of the Merri mck
Station, but also Schiller, and quite
possibly lead to a decision as to whether
the entirety of PSNH s generating fl eet
shoul d be divested. Wuld you agree?

| think it would have been an issue. And

whet her the hydros woul d have been di vested
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or not under those kind of scenarios, well,

that's one of the things we'll be | ooking at
in DE 14-238.
Q And that's -- 14-238 is a proceeding that's

bei ng hel d under the auspices of R S A

369-B 3-a; is that correct?

A. Correct.

Q And in order to have such a divestiture of

Merrimack or Schiller, or even nore than

t hose two assets, there would have to be an
adj udi cati ve docunent to determ ne whet her
such divestiture was in the economc

interests of PSNH s custoners?

A. Correct.

Q In his testinony, do you recall that

M. Reed referred to an Cctober 25, 2013
letter from Comm ssion Chair Ignatius to the
Chair of the Electric Restructuring
Legi sl ati ve Oversight Conm ttee concerning

how | ong such a proceedi ng m ght take?

A | renmenber reading that as part of his

t esti nony.

Q And in that letter, do you recall that the

Chair stated that the litigated portion of
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such a proceedi ng, which would typically
followinitial Staff report, would take six
nmont hs or nore, barring appeals or any

traditional renedi es?

A Yes, | do renenber reading that.

Q If a divestiture attenpt was deened to be

t he proper course of action follow ng any
such investigation under RS. A R S A
369-B: 3-a, do you recall that M. Reed
testified that the time period to detern ne
how t hat di vestiture process should be run,
the tinme to initiate it, to have bidders
performtheir necessary due diligence, to
recei ve bids, analyze bids, neet with

bi dders, determ ne potential w nning bids,
negoti ate final contracts and have the
Conmmi ssion review the process, and then, if
all that goes well, reach closing, would be

an additional 10 to 18 nont hs?

A | recall that he nmentioned a nuch | onger

time frane.
CVSR. HONI GBERG M. Ber sak,
now you have hi mrepeating M. Reed's

testi nony.
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MR. BERSAK: Well, |'mjust
establishing a tine period as to whet her
di vestiture was going to be practical in
light of the |legislative requirenents of the
Scr ubber Law.

CVMSR HONI GBERG  Ckay.

BY MR BERSAK:

Q

A

So the entire divestiture process, from
start to finish, would have been a year and
a half to two and a half years or | onger
per haps.

It would require a significant tine frane,
in nmy opinion.

And that al so assunes that the divestiture
process was successful and did not result in
a failed option.

That's al ways an assunpti on.

In Iight of the obligation under the
Scrubber Law for the owner to install and
have a Scrubber operational at Merri nmack
Station, would you consider the possibility
of having a failed option to be higher than
nor mal ?

Coul d you repeat that question, please?

E 11- 250} [Day 1/ Afternoon Session ONLY] {10-14-14}




© 00 ~N oo o b~ w N P

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

[WITNESS: FRANTZ]

72

Q Sure. In light of the obligation of the

owner under the Scrubber Law to install and
have operational Scrubber technol ogy at
Merrimack Station by July 1st of 2013, if
there was to be an attenpt to divest
Merrinmack Station in lieu of installing the
Scrubber, do you think that that obligation
would result in a higher |ikelihood of a

failed option than a normal option?

A | think it would create chall enges for any

option with that type of requirenent hangi ng
over any potential bidder. Wether they'd
cone to the table, I think that woul d depend

on how the contracts were witten and the

bid was solicited -- the solicitation of the
bi d.
Q As | recall, subsequent to the restructuring

| aw going into effect in the state, you were
i nvol ved in several generation divestiture

processes; Is that correct?

A. | was.

Q In light of the statutory operations -- |I'm

sorry -- statutory obligation for the owner

to have Scrubber technology installed and

E 11- 250} [Day 1/ Afternoon Session ONLY] {10-14-14}




© 00 ~N oo o b~ w N P

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

[WITNESS: FRANTZ]

Q

operational at Merrimack Station by July 20,
2013 --

(Court Reporter interrupts.)
Do you have an opi ni on on how t hat
obligation would inpact a rational bidder's
due diligence?
Wll, as | said, | think it conplicates any
bid. And the kind of requirenent tine frame
of it, the potential costs of installing the
technol ogy would all -- with all those
aspects woul d nake any bi dder probably nore
nervous or at |east risk-averse to bidding
on assets.
Is it likely that such a bidder or potenti al
bi dder woul d deem t he Scrubber Law
obligation to be an economc liability that
had to be factored into the price?
You're asking ne what | think the bidder
woul d actually legally ook at, and | just
think 1t would conplicate any anal ysis of a
bi dder that would be interested in those
assets. And uncertainty is never a friend
of financial outcones.

I n maki ng your determ nati on and
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recommendation to the Conm ssion that PSNH s
efforts to conply with the nmercury reduction
| aw were prudent, did that include a review
of the Conpany's installation of the
secondary wastewater treatnent facility?

It did. And that was based on di scussions
and reports with our consultant, Jacobs
Consul tancy, who | ooked in detail at those
aspects. I will say that at the tine, |
think the record reflects that there was an
expectation that the wastewater treatnent
facility would literally be in the zero to

5 percent |evel for waste fromthat
facility. And so that was what the
expectation was. | think that's refl ected
in the Jacobs testinobny and reports.

Are you famliar with M. Hachey's testinony
in this proceedi ng?

I'"'mfamliar with it.

And in his testinony, M. Hachey di scusses

t he econonmi ¢ anal ysis that PSNH prepared
regardi ng the Scrubber, especially
concentrating his discussion on the spread

bet ween gas and coal prices included in the
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anal ysis. Are you aware of that enphasis
that M. Hachey placed on that coal/gas
price spread?
CGenerally, yes. |If you want to refer ne to
the specific nunber in his testinony, that's
fine.
In his testinony, if you want to | ook at
Pages 11 to 13 of M. Hachey's testinony, do
you recall that he testified that it appears
PSNH di d not disclose informati on regarding
the significance of that coal/gas price
spread to Staff and OCA?
You're at Page 11 of his testinony?
Yes. Between 11 and 13 generally.
Hhrm hmm

VR, PATCH: M. Chai rman, |
doubt very nuch this is unfriendly cross.
You know, | nean, maybe M. Bersak can make
an offer of proof that it is. But it seens
to me, again, we were told at a technical
session that the Conmm ssioners did not want
to hear friendly cross. And |I'mjust
worried that M. Bersak's spending a | ot of

time, you know, basically trying to boost

E 11- 250} [Day 1/ Afternoon Session ONLY] {10-14-14}




© 00 ~N oo o b~ w N P

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

[WITNESS: FRANTZ]

76

M. Frantz's testinony on issues that favor
hi s conpany --

MR. BERSAK: Well, actually --

MR. PATCH. -- and | think
that's "friendly cross."

CVSR. HONI GBBERG M. Ber sak.

MR. BERSAK: Actually, what
I'"mtrying to do is discredit M. Hachey's
t esti nony.

CVBR. HONI GBERG  Yeah, |
t hought that's where he was going with this.
| thought he was going to ask the wtness --
| expect he's going to ask the witness to
criticize M. Hachey's testinony rather than
bol ster his own. | totally agree with you,
but --

MR. PATCH Isn't that
friendly cross?

CVBR. HONI GBERG Wl |,
think there was a -- | think what we have in
mnd is we don't want the parties to pile on
bol stering a particular wtness' testinony
t hrough friendly cross-exam nation. That

doesn't nean a party can't ask a witness of
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anot her party who tends to be aligned with
themon topics that will help them

ot herw se, that the witness didn't address
in his or her own testinony. |Is that a

di stinction that people can appreciate?

MR PATCH Well, | wish we'd
been told that at the technical session,
because the advice we were given at the
techni cal session was different than that.

CVBR. HONI GBERG W' re goi ng
to go off the record for a m nute.

(Di scussion off the record)

CMBR. HONI GBERG Let's go
back on the record.

MR BERSAK: [|I'mwlling to
make an offer of proof in response to that
obj ecti on.

CVSR. HONI GBBERG M. Ber sak.

MR. BERSAK: In the cited
pages of M. Hachey's testinony, Pages 11
t hrough 13, he testifies that it's his
opi ni on that PSNH di d not provide
information regarding the price spread and

sensitivity of the Scrubber Project to that
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pri ce spread between gas and coal to Staff
and OCA. There are a series of data request
questi ons asked by TransCanada where they
i nquired of Staff on this very topic, and
Staff's responses to those questions are
educational and indicate that Staff was well
aware of the sensitivity of the Scrubber
Project to the price spread between gas and
coal as a result of PSNH s presentation to
t hem

CVMBR. HONI GBERG M. Patch.

MR, PATCH: | think I've
stated the argunents | have so far. They
didn't ask any data requests about this. |
think they've made it pretty clear. |It's
clearly an attenpt to try to, you know,
contradict testinony of opposing wtnesses,
M. Hachey in particular, and they're using
M. Frantz for that. And | think that
qualifies as friendly cross.

CVMBR. HONI GBERG | think when
we were off the record you also said it
was -- it exceeded the scope of the direct

testinony. Did | renenber that correctly?
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MR. PATCH. Well, | think
that's right, although I guess one of the
t hings that we asked data requests about,
you know, once M. Hachey filed that
testi nony, was specifically about that. So
we' ve got sone hard evidence that we want to
offer, you know, in terns of questions of
M. Frantz about that presentation. So I
don't want to m slead you into thinking that
| don't have questions about that, because |
do. But it just seens to ne that this is a
preenptive effort by M. Bersak to try to
get to those issues first and try to get M.
Frantz to say good things on behalf of his
client about that. And it seens to ne
that's what we were told we should not be
doi ng.

CVMSR. HONI GBBERG M. Sheehan.

MR, SHEEHAN: |'m not sure
what the response to M. Patch is.

CVMBR. HONI GBERG | guess the
question is: Should your wi tness be all owed
to answer that question, in your view?

MR. SHEEHAN: Well, this is --
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and again, | don't want to argue for M.
Bersak. This is M. Bersak's chance to ask
questions. And if he's anticipating what
M. Patch may do, so what? Wat if
M. Patch doesn't ask the question? Then
M. Bersak's |lost the opportunity. | think
that's the nature of the beast when you have
questions going in an order, that naybe the
usual order that you expect from courtroons
doesn't quite cone out. |I'mconfortable
wth the friendly cross ruling, if you wll,
as you've nade it. To the extent he's
aski ng questions to i npeach another w tness,
t hat seens okay, and assuming it's within
t he bounds of discovery and direct
t esti nony.

CVMBR. HONI GBERG M. Patch.

MR. PATCH. Yeah, the only
other thing I would say is that PSNH had a
full and fair opportunity to put in rebuttal
testinony on the issue of M. Hachey's
testinony, and they did that. They could
have rebutted that specifically if they

wanted to. They had eight w tnesses. They
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had 700 pages of testinony and attachnents.
So, using M. Frantz to nmake this point --
you know, | nean, if you don't let them
cross on this, you're not precluding them
from doi ng sonmet hing they had a full and
fair opportunity to do.

CVSR. HONI GBBERG M. Ber sak.

MR. BERSAK: If I could, M.
Honi gber g.

(Conmmi ssi oners conferring)

CVMSR. HONI GBERG  We're goi ng
to let M. Bersak proceed wiwth this. So
we're overruling the objection.

MR. BERSAK: Thank you.

BY MR BERSAK:

Q Wiere we |l eft off or were discussing is the
part of M. Hachey's testinony where he was
asked t he questi on whether PSNH present ed
i nformati on regardi ng the natural gas/coal
spread to Staff and OCA, and his answer was
"apparently not."

l'd like to turn your attention to
Staff's response to several data requests

that were asked of Staff by TransCanada.
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MR. BERSAK: |'d like to mark
as an exhibit Staff's responses to
TransCanada data requests Questions TC 1
t hrough 12, No. 27 and 1-37. And we'll have
copi es sent around.

(The docunent, as described, was herew th
mar ked as 39 for identification.)
So Exhibit 39 is a total of 10 data request
responses from Staff to questi ons proposed
by TransCanada.
M. Frantz, would you pl ease take a
| ook at Staff's response to TC Question 1-5
di scussing a presentation made by PSNH t o
Staff and OCA on July 30, 2008 regarding the
Scrubber Project. Do you have that?
| do.
According to this data request response, you
were in attendance at that presentation?
| was.
And according to this data response, you
wer e acconpanied by M. Millen and
M. MdC uskey, Attorney Ross, Attorney
Hatfi el d, who was then the consuner

advocate, and M. Traum then the deputy
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consuner advocate; is that correct?
Yes.
I f you could turn your attention now to the
next data response from Staff, TC 1-6.
According to this data request, Staff
responded wth an annotated copy of the
presentation that PSNH nade to Staff and OCA
on that date; is that correct?
Yes.
And is it correct to assunme that the
annot ati ons on that attachnent were made by
M. Millen?

(Wtness revi ews docunent.)
| saw his handwiting for a | ot of years.
It appears to be his.
Hi s nane was originally on the response to
this question; is that correct?
Yes.
And in that response it says, "Attached is
my copy of the presentation [sic], including
nmy handwitten notes on the presentation, as
wel | as additional notes taken by ne." So
t hat woul d appear to be M. Millen's

annot ati ons?
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Yes.
| would like to turn your attention to
Page 15 of the presentation that was
annotated by Staff, a slide captioned
"Fi nanci al Assessnent."” Let ne know when
you have that.

(Wtness revi ews docunent.)
| am there.
Ckay. On that slide, is it correct that
PSNH di scussed natural gas and coal price
assunptions for the Scrubber Project?
That's correct.
I'd like you to turn your attention to the
| ast bullet on that slide, the one that
reads, quote, "Qur anal ysis show t hat
cust oner econonics are nost sensitive to the
coal / natural gas price spread and far | ess
sensitive to capital cost or RGd cost
i ncreases"”; is that correct?
That 1 s correct.
Do you see that the words "are nost
sensitive to" are underlined on what was
attached to Staff's response to this data

request ?
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Yes.
Is it correct to assune fromthe response to
this question that the underline was nmade by
M. Millen?
Yes.
Since you were at that neeting where PSNH
provided this presentation, would it be
reasonable to assune that M. Millen's
underlining of that phrase was the result of
PSNH s di scussing that bulleted item during
its presentation to Staff and the Consuner
Advocate's O fice?
| don't know what his notivation was. |It's
fair to acknow edge that that caught his
attention.
You were there. Do you recall it?
| do.
Thank you.

And t hose underlined words, in fact,
enphasi ze the i nportance of the spread
bet ween the price of natural gas and coal
Do you agree?
Yes.

In fact, do you agree that Staff was well
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aware of the significance of the differences
in cost between coal and gas on the

econom cs of the Scrubber?

A. Yes.

Q I n response to questions from TransCanada,

do you agree that Staff indicated that the
econom cs of the Scrubber were subject to
many noving parts and not just to the

rel ative prices of gas and coal ?

A On a project of that size and significance,

there are always a | ot of noving parts,

i ncluding the overall capital costs, del ay
for potential weather. There's a trenendous
anount of noving parts in a |arge project

| i ke that.

Q That is it. Thank you very nuch, M.

Frant z.

CMBR. HONI GBERG. All right.
Who's going to be asking questions of M.
Frantz next? M. Chanberlin.

MS. CHAMBERLIN: Yes, | have a
f ew.

CROSS- EXAM NATI ON
BY Ms5. CHAMBERLI N:
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The Mercury Em ssions Statute refers to
cost-effective reductions in sul fur dioxide;
is that correct?
Well, there's the general R S. A 125-0,
which is the four pollutants overal
statute, and that refers to four pollutants:
Sul fur di oxi de, oxides of nitrogen, nercury
and carbon di oxide. The subsections of
125-0O, from 11l to 18, are referred to as the
"mercury em ssions" subsections.
So your answer is that it refers to
cost-effective reductions in sulfur dioxide
as well as other pollutants. |Is that a fair
sumary?
(Wtness revi ews docunent.)
If you're referring to 125-0:13, it directly
addresses nercury em ssions reductions.
| was referring to Page 5 of your testinony,
and | was referring to Line 9 through 11,
which is a quote of RS A 125-0O 11.
(Wtness revi ews docunent.)
Yes, that's...
So that section refers to, "including, but

not limted to, cost-effective reductions in
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sul fur di oxi de" and sone ot her pollutants?
Yes.

The statute, R S.A 125-0O, includes
reporting obligations; is that correct?
Correct.

And one of those reporting obligations is to
the Legi sl ature?

Yes.

And your testinony is that |egislators knew
in 2008 and 2009 about the increased
construction costs of the Scrubber; is that
a fair summary?

Yes.

And the basis of that conclusion is that
PSNH provi ded docunents to the Legislature
di scussing the price increase; is that true?
Yes.

And you agree that the Legislature relied on
PSNH for information about the Scrubber.
Well, now you're asking ne to infer what the
Legislature relied upon, and |I'm not sure

" m quite capabl e of nmaking that concl usion.
Well, in your 25 years of experience as a

regul ator, have you had any experience wth
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the Legi sl ature?
A lot, yes.
And woul d you say that the Legislature
relies on the expertise of the peopl e who
cone before it for information?
| believe that the Legislature relies upon
the expertise of people who cone before it
and the discussions that ensue. And how
they ultimately reach their decisions is
somewhat still a nystery to ne.
And is it a fair conclusion to say that the
Legi sl ature was relying on PSNH to provide
it informati on based on the reporting
requi rements of the statute 125-0?
Clearly, PSNH nade di sclosures to the
Legi sl ature and provided infornmation, as it
was required to do. | was at sone of those
heari ngs.
Turning to the exhibits that M. Bersak just
handed out, and | believe...
MS. CHAMBERLIN: Did you mark
it? Is it one single exhibit?
MR. BERSAK: Yes, Exhibit 39.
MS. CHAMBERLI N: Exhi bit 39.
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BY Ms5. CHAMBERLI N:

Q

>

Q

And turning to the presentation given to the
PUC, Staff and the Ofice of the Consuner
Advocat e, PSNH concl uded that there would be
a net custoner benefit under "expected
conditions.” |Is that a fair summary?

Point ne to exactly where you see that.

| used a different exhibit, so hold on.

Are you tal king about Page 3, "The Net

Present Val ue of Revenue Requirenents... and
the benefit to custoners of $132 mllion"
or --

Yes, that is what | amtal ki ng about.

That is stated on Page 3.

Right. And that's the arrow for above that

says under "expected conditions"; correct?
(Wtness revi ews docunent.)

Yes. To be clear for the record, it's the

fourth arrow down under "Executive Summary"

and states in its entirety, "Despite the

capital cost increases, Merrinmack Station

remai ns econom c for custoners under

expected conditions."

And turning to Page 5, Arrow No. 2 -- let ne
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know when you're there.
' mthere.
Is one of the "expected conditions" the
"historic high capacity factor and
cost-effective operation of Merrinmack
Station" that's |listed there?
Listed there is the "historic high capacity
factor and cost-effective operation of
Merrimack Station."”™ That is correct.
And woul d you say that that qualifies as an
"expected condition"?

(Wtness revi ews docunent.)
Well, it's listed under "Merrimack Station
Benefits PSNH s Custoners.” \Wether that's
a direct tie to a needed or listed
condition, I'mnot sure | would nmake that
j unp.
So this is a description of the "historic
benefits of Merrinmack Station"; correct?
Yes.
And having occurred historically, is it a
reasonable junp to say that that's one of
t he "expected conditions” of ongoi ng

operation for the benefits to occur?
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If you can give nme a nonment.

(Wtness revi ews docunent.)
| think it was a reasonabl e concl usi on t hat
the plant would operate at a fairly high
capacity factor. That's ny recollection.
Thank you. And the bold -- right above the
bold lettering on the sane page it says,
"H storically, coal has maintained a price
advant age over oil or natural gas..." Have
| read that correctly?
Coul d you tell ne exactly where you are
ri ght now?
Yes. |I'mon the fifth arrow on the sane --
on Page 5.
Yes, that's correct.
And is it fair to conclude that, with the
description "historically" in front of that,
that that is one of the "expected
conditions” PSNH was relying on for custoner
benefits?
| think that was a reasonabl e concl usi on
fromthat arrow.

(Court Reporter interrupts.)

| think that was a reasonabl e concl usi on
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fromthat arrow.

Now, PSNH provi ded one slide on historic

fuel prices. I'mtrying to find the page
nunber. | knowit's in here. Here it is.
Page 16.

" mthere.

And the slide shows the price differences
bet ween gas and coal; correct?
Correct.
And it shows them fromthe year 2000 to
2008, approxi nmately?
Correct.
Now, there isn't a witten statenent
certainly on this page regarding the
hi storic fuel spreads before the year 2000;
is that correct?
That's correct.
So, history is sinply starting at 2000 on
this chart.
Yes.
That's all | have. Thank you.

CVBSR. HONI GBERG  Who' s next

to ask questions of M. Frantz? M. Patch.
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CRCSS- EXAM NATI ON

BY MR PATCH:

Q
A

Q

Good afternoon, M. Frantz.

Good afternoon.

| want to start pretty nmuch where M.
Chanberlin left off.

MR. PATCH. W actually would
| i ke to have nmarked the entire set of
responses to the data requests from
TransCanada. And we have themin a package,
so there may be sone duplication with
Exhi bit 39 that PSNH presented. But --

CVSR. HONI GBERG I's
everything in your Exhibit also in 39 or
not ?

MR, PATCH: Yes. No, no.
There's nore in our exhibit than there is in
39.

MR. BERSAK: So ours is a
subset of his. So we can replace his with
ours and we can --

MR. PATCH. Except that
there's a di sagreenent between counsel. It

sounds to ne like -- let's just deal wth
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this individually. So we'll call this
Exhi bit 40 and nove on, because it sounds --
in looking at it in Ms. Coldwasser's hand,
it | ooks smaller.
(The docunment, as described, was herewith

mar ked as Exhibit 40 for identification.)

BY MR PATCH:

Q

And just to keep things noving, M. Frantz,
these are our -- 1'Il represent to you that
t hese are responses that Staff provided
under Steve Miullen's nane to the data
requests that TransCanada propounded on
January 21st of this year.

And the one thing that is a little
di fferent fromwhat PSNH provi ded, the
attachnent to 1-6, the only thing included
there is the | ast page of the attachnent
that Staff provided, which are M. Millen's
not es, i ndependent of the notes that he
wrote on the slides.

So, you know, fair to say, | nean, you
haven't | ooked through all of these. |'m
going to wal k you through a few of these.

But first of all, wth regard to 1-6, if we

E 11- 250} [Day 1/ Afternoon Session ONLY] {10-14-14}




© 00 ~N oo o b~ w N P

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

[WITNESS: FRANTZ]

96

could start there.

A " mthere.

Q You had described -- or M. Millen had
described -- | guess I'll say "you" from now
on, but understanding that it was M. Millen
who provi ded the response, but you' ve
adopted it. You described that neeting on
July 30th with Staff, the consumer advocate,

PSNH representatives, and | think the

Governor's Energy O fice, as a neeting -- as
a "confidential briefing"; is that correct?
A | think that's correct. But | don't -- |

believe it was the OCA, Staff and PSNH. |
don't believe it was the O fice of Energy
Policy. It was the OCA

Q Ckay. Well, | guess the record will speak
for itself. | thought the Governor's Ofice
of Energy had a representative there. But
in any event, |I'mnot concerned about that
right now |It's really nore about your
response to 1-6.

So, you said it was a "confidenti al

briefing"; correct?

A Yes. And the naterials provided stated at
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the bottom "privileged and confidential."

Q And "not a neeting designed to provide Staff
wth all justifications or anal yses rel ated
to the Scrubber Project"; correct?

A Correct.

Q VWhat does that nean?

A Well, | think there was a | ot of data and
i nformati on that probably could have been
provided to Staff that wasn't. It was a
hi gh-1evel overview. It was infornmation
that tal ked about the increase in cost,
tal ked about the work that was bei ng done.
There was what | would say was -- though
it's an overused term it was certainly a
"general overview' and information to keep
Staff up to date on sone recent changes in
t he Project.

Q And so you didn't expect them-- seens |ike
you're confortable wth the fact that they
didn't provide you with the sane anal ysis or
justification that they provided to the
Board of Trustees or the NU RACC Conmitt ee;
is that fair to say?

A Well, | don't know if that's fair to say.
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A

But we're not the Conpany's board of
directors and we're not the ri sk assessnent
group and we're not the ones naking the

deci sion to expend the noney. | do think as
regulators that we're entitled to and shoul d
receive informati on of nmaj or changes of
maj or projects. And in that light, | think
we got that type of information. | would
expect any conpany to provide nore detail
and nore infornmation to the people that are
approving a project or witing the check at
the tinme than on an ongoi ng basis to
regul at ors.

So, to the full Comm ssion, as opposed to
just in a briefing like that to Staff | take
it is what you're sayi ng?

Yes. However, at this point in this docket,
there's a ot of information that should be
provi ded, and has been.

And so you're saying the Comm ssion really
ought to take into account all of that

i nformati on when naking its decision; is
that right?

Al what informati on?

98

E 11- 250} [Day 1/ Afternoon Session ONLY] {10-14-14}




© 00 ~N oo o b~ w N P

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

[WITNESS: FRANTZ]

A

I"mtrying to pick up on what you just said.
Well, I'"mjust saying you asked for context
of the type of briefing we got from PSNH at
the time, and I"'msaying | don't think that
was an unreasonabl e briefing of the
information at the tine.

And if sonmething was required to nake the
proj ect economc for ratepayers -- required
to make it economc -- would you expect they
woul d have raised it at that neeting?

| think that it would have been reasonabl e
to expect all the fairly high-Ievel,

i nportant, pertinent information to have
been nenti oned.

And then, what about the report to the

Conmi ssion in DE 08-103, which | believe
it's already been indicated is 27-1 -- or
27-9? That's the Septenber 2nd, 2008 report
that PSNH filed. |Is that the tinme when PSNH
shoul d have provided all of that information
that you're referring to, even if they
didn't provide it all in that briefing to
Staff?

| think there was a request by the
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Conmmi ssion on that. And if you have that
request, |'d be happy to take a | ook at what

t he request was.

Q | do have a copy of that. And | think

that's the August 22nd, 2008 letter that --

A. From t he executive director.

Q That's right. And | think it went to M.

Bersak, actually, | think. Have to take a
| ook at that. M. ol dwasser is going to
hand out a copy of that letter. Do you have

one handy right there?

A | don't. 1'll be happy to look at it.

(Ms. ol dwasser hands docunent to

W t ness.)

A Thank you.

(Wtness revi ews docunent.)

CVMSR. HONI GBERG  Are we
marking this as an exhibit, or is it
sonewhere el se al ready?

MR. PATCH. Well, that's a
good questi on.

CVBR. HONI GBERG Wl |, why
don't we just mark it. That woul d be

easi er.
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MR. PATCH. Okay. Fine.
CVSR. HONI GBERG  That's 41.

(The docunment, as described, was herewith

mar ked as Exhibit 41 for identification.)

A | would point to the second paragraph,
M. Patch.

BY MR PATCH:

Q Yes.

A And this type of letter fromthe Executive
Director of the Comm ssion does provide, |
think, a rather detailed and descriptive
aspect of what the Conm ssion was seeki ng
fromPSNH |In effect, it says "a
conpr ehensi ve status report on its
installation plans, a detailed cost estimate
for the Project, an analysis of the
anticipated effect of the Project on energy
service rates,"” and these others things.

Q Well, and | thank you for sort of junping
ahead so | didn't have to read that.

And the last thing is kind of
interesting, too, isn't it, "an analysis of
the effect on energy service rates if

Merrimack Station were not in the m x of
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fossil and hydro facilities operated by
PSNH'? | thought that was kind of curious,
in light of sort of how far we have cone in
this docket and issues about all of the
types of options that PSNH had and that they
shoul d have reviewed. Don't you think
that's kind of interesting in that |ight?
| guess you could call it interesting, or at
| east sonmething for themto file.
So, is it your opinion that PSNH shoul d have
provi ded the Conm ssion, in Septenber of
2008, with all of the justifications and
anal yses, as you referred to them that they
provi ded to the board of trustees?
No. | think, in 2008, based on the
requirement in this executive letter, they
shoul d have fil ed exactly what the
Conm ssi on asked for.
Ckay.

MR. PATCH. These probably
ought to be narked as separate exhibits.
But we have a coupl e bl owups of the charts
conparing the -- it's the chart that Ms.

Chanberlin had referred to about the
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hi storical gas prices that was included in
the presentation to Staff, and so it's

al ready i ncluded as another exhibit. But we
have a bl owup of that. And then we al so
have a bl owup of the simlar graph or chart
that was presented to the board of trustees

on July 15th of 2008.

BY MR PATCH:

Q

> O

And so I'mgoing to ask you, M. Frantz, to
make a coupl e of observations about those
two charts. And as Ms. Chanberlin al ready
wal ked you through the chart that was
presented to Staff, which is the chart
included, | believe, to the right there --
and you can't see themfrom where you are,
So -- but if you ve got -- have you got that
chart in front of you?

The one from July 30t h?

Yes, included in the presentation to Staff.
| do. If you'll just wait a second. |It's
the one on Page 16; correct?

Yes.

| have it.

And as indicated, that shows, you know,
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>

o > O >

pretty consistently the price of coal
doesn't change significantly, does it, over
that period of tine?

No. Coal is the dark line in that chart,
and it is fairly constant throughout the
range of years in the chart.

But the price of natural gas, in green,
obvi ously fluctuates quite a bit in that
chart.

Yes, it does.

So, then 1'd |like you to | ook at the
corollary to that, the chart that was
presented to the board of trustees. And |
don't know if you have that in front of you.
If you don't, we can certainly get you a
copy of that.

| can see it from here.

You can?

| can.

Ckay. And so what's the tinme period that
that chart covers?

| can't see that.

You can't see that.

MR. PATCH |'mgoing to ask
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Ms. Col dwasser to pass out col ored copi es of
the presentation that was nade to -- in this
case, this was the board of trustees | think
that you're handi ng out, M. ol dwasser;
correct?
MS. GOLDWASSER:  Yes.
(Ms. ol dwasser hands docunent to

W t ness.)

Q So this is the presentati on nade basically

two weeks before the presentation to Staff.

And | think if you | ook at --

A | amon Page 9. | believe that's the chart

you're referring to.

Q Ckay. Thank you. And the historical price

of natural gas that's reflected in that

chart goes back to what year?

A Thi s one goes back to 1993, and it's a 1993

t hrough 2008 tine frane. So the ending tine
peri od appears to be exactly the sanme as the
one we saw, however, there are seven years
of additional data prior to the 2000 start

period for the one that we saw.

Q And I'd like you, if you would, to read into

the record the narrative that i s above the
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chart at the top of that page.

A. Wll, it starts with, "H storic Fuel

Spreads” and has an arrow. Wuld you |ike

nme to read what's beside the arrow?

Q Yeah, there are two green arrows there.

A Yes. "Gas/coal spread has averaged $3.18

per mllion Btu over the |ast 15 years, as
conpared to the required custoner break-even
| evel of $5.29 per MMBtu," and in parens,
"based on current price levels.” And then
there's a little indentation and a dot from
that that says, "However, post the hurricane
season of 2005, the spread has averaged

$6. 22 per MMBtu." And then there's a second
arrow, and it says, "Since January 2007, the
spread has averaged nearly $6. 63 per MVBtu,
and current spreads are nore than

approxi mately $9 per MvBtu."

Q And so, is it fair to say that, based on

what they told the board of trustees, in
order for there to be a customer break-even
l evel on this Project, on the Clean Air
Project, as it says in the upper right-hand

corner, there had to be a spread of $5.29
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Q

per MVBtu between the price of natural gas
and the price of coal?

That's what it says on that first arrow
That is correct. "As conpared to the

requi red custoner break-even | evel of $5.29
per MVMBtu (based on current price levels)."
And what it says, actually, at the very
begi nning of that sentence, is that the
aver age over the period of tinme going back
to '93, not to 2000, as they presented to
Staff, but to '93, has actually been nore
than $2 |l ess than that required spread; is
that correct?

That's correct. $2.11 less, to be precise.
And so, did they present this information to
you on the 30th of July?

Not that information.

And to the best of your know edge, did they
present it to the Conm ssion on

Sept enber 2nd of ' 08?

|'d have to | ook at what was filed in '08.

| don't believe so. But | think that's
subj ect to check.

We had asked PSNH i n a data request about

107

E 11- 250} [Day 1/ Afternoon Session ONLY] {10-14-14}




© 00 ~N oo o b~ w N P

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

[WITNESS: FRANTZ]

the differences in the presentations, and I
want to show you a copy of their response.
It's TC 6-201.

MR. PATCH And | woul d ask
that this be marked as an exhibit. M.

ol dwasser will hand it out.
(Ms. ol dwasser hands docunent to
W t ness.)

CVMSR. HONI GBERG  Before we
mark that, let's talk about the nunbering on
what we have in front of us. Do you want to
mar k t he docunent you were just tal king
about with M. Frantz, the presentation to
t he board of trustees, as 42?

MR. PATCH. W can if you'd
like. |1 can tell you where else it already
is in the existing ones. It's not a colored
copy there. So if you want to just nmark it
separately for ease of conveni ence or
what ever, that's fine.

CVSR. HONI GBERG  Where is it
el sewhere?

MR PATCH: It's 20-11,

bel i eve. It was an attachnent to M.
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Hachey' s testi nony.
CVMSR. HONI GBERG  Let's nmark
it here because it's a nice, clean copy.
MR. PATCH. Ckay.
CVMSR. HONIl GBERG  So that's
42.
(The docunent, as described, was herew th
mar ked as Exhibit 42 for identification.)
MR, GLAHN: What was the
secretarial letter of August 22? WAs that
417
CVSR. HONI GBERG  Yeah, that
was 41.
So what Ms. Col dwasser is
handi ng around ri ght now is 43?
MR. PATCH Yes. Thank you.
(The docunment, as described, was herewith
mar ked as Exhibit 43 for identification.)
Q And so the question that we asked: "Was the
information shared with the PUC and t he OCA
the sanme as was shared with the Utilities
Ri sk and Capital Commttee? |If not, what
were the differences, and why did PSNH not

provi de the same infornmation both to the PUC
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and the OCA as to the UWilities R sk and
Capital Commttee and the Board of Trustees?

And the response is that, "The facts
shared with the PUC Staff and OCA were the
sane as those shared with the RACC." D d |
read that correctly?

A You read that correctly.

Q Do you think that's true, given what we just
went through? Was the fact about the $5.29
spread shared? Ws the fact about the
hi stori cal average being $3. 18 shared? Wre
those facts shared with the Staff and the
OCA?

MR, SHEEHAN:  Just an
obj ection. Just ask one question at a tine
so we know whi ch one he's answering, please.

BY MR PATCH:

Q Ckay. We'll start with the $5.29.

A We did not receive the $5.29.

Q And did you receive the $3.18, the actual
spread over the historical period going back
to 1993? Was that a fact you received?

A Not in the July 30th, 2008 subm ssion.

Q And to the best of your know edge, you said
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>

not also in the filing wth the Conmm ssi on

on Septenber 2nd; is that correct?

A | think I'd prefer to | ook at that

subm ssi on.

Q You said "subject to check.™

Subj ect to check, yeah.

Q Yeah. | just want to wal k you through a

coupl e of pages in that Septenber 2nd, 2008
report to the PUC. | think it's marked as
27-9. | don't know if you have a copy in
front of you.
(Attorney Sheehan hands copy to w tness.)

CVSR. HONI GBERG M. Patch,
how | ong do you think you have? Because
we're getting close to 4:30 and - -

MR. PATCH. Boy, |'ve got a
fair anmount.

CVBR. HONI GCBERG  So why don't
we get to -- or goto 4:30, cone to a
breaki ng point, and then we'll pick it up
t onor r ow nor ni ng.

MR. PATCH Ckay. Thank you.

A. | have it in front of nme now, M. Patch.

BY MR PATCH:
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Q Ckay. And | would ask you to | ook at

Page 14 of that report.

A Al ready there.
Q Al ready there. GCkay. And it talks on that

page about "Sensitivity anal yses were

conducted to test the inpact of changes to

each of the key assunptions.” Do you see
t hat ?
A Yes. That's under 111.D.

Q And where does it say -- what does it |ist

as "key assunptions"?

A It says, "Sensitivity anal yses were

conducted to test the inpact of changes to
each of the key assumptions,” and in parens,
"capital cost, coal cost and equival ent CO2

al | owance cost," cl ose parens, "on the

overall bus bar cost to Merrimack Station."

Q | don't see any nention of natural gas

prices in there, do you?

A No.

Q And then it goes on to say, "These

sensitivity anal yses indicated the econom cs
of the Project are nbst sensitive to

variations in the future price of coal and
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far |l ess sensitive to variations in the

capital cost or equivalent CO2 all owance

cost.”" Did 1l read that correctly?
A Yes.
Q | don't see anything there about the spread

bet ween the price of natural gas and coal

do you?
A No.
Q And in a response to TransCanada 1-13, we

had asked you a question, whether you had
any know edge about whet her PSNH had
presented this kind of information to the
Legi sl ature. And your response was, that we
had been provided with copies of
docunentati on that PSNH provided to the

Legi slature. And you said at tines they nay
have had di scussions with the | egislators.
"If any of the referenced information was
provi ded t hrough any such di scussions, |
have no know edge."” So you don't have any
know edge that they ever presented any of
that critical information, information that
t hey thensel ves said was required to nake

the economcs of the Project work, was ever
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presented to the Legislature, do you?

A | think the response stands for itself. If

any of the referenced infornmation was

provi ded t hrough any such di scussi ons, |

don't have any know edge of that.
(***check/fi x)

MR. PATCH. May be a good
st oppi ng point.

CVMSR. HONI GBERG  Fair enough.
So we'll break now. W' re scheduled to cone
back at 9:00 tonorrow norning; correct? Al
right.

MR. SHEEHAN:. Wth the
understanding that parties will be here at
8:30 to go through any technical issues or
procedural issues.

CVBR. HONI GBERG  kay. Good
point. W'Il|l be here at 9:00. You guys
w il be here at 8:30.

So, is there anything el se we

need to do right now? Yes, M. Chanberlin.

M5. CHAMBERLIN: May | clarify
that it will be the OCA's witness that cones

after M. Frantz, or are we doi ng sonebody
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el se?
MR. SHEEHAN: The Jacobs
W t nesses.
M5. CHAMBERLIN:  Ch, Jacobs.
CVSR. HONI GBERG  Yeah, we
have Jacobs on the schedule. That's
supposed to be in the norning after M.
Frantz. | nean, we'll see how long it goes.
| " m guessi ng, based on how we've gone t oday,
that we'll be on the schedul e that was
publ i shed on Cctober 10th. But we can
al ways change if we need to.
Wth that, anything el se?
(No verbal response)
CMSR. HONIGBERG Al l right.
We are adjourned. Thank you all.
(Wher eupon the hearing was adjourned at

4:28 p.m, and the hearing to resune on
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Cct ober 15, 2014, commencing at 9:00 a.m)
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CERTIVFICATE

I, Susan J. Robidas, a Licensed
Shorthand Court Reporter and Notary Public
of the State of New Hampshire, do hereby
certify that the foregoing is a true and
accurate transcript of my stenographic
notes of these proceedings taken at the
place and on the date hereinbefore set
forth, to the best of my skill and ability
under the conditions present at the time.

I further certify that I am neither
attorney or counsel for, nor related to or
employed by any of the parties to the
action; and further, that I am not a
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