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PROCEEDI NGS
CHAI RMAN HONI GBERG  Good nor ni ng
everyone. W're here in two dockets, Docket 11-250
and Docket 14-238. The first is the Scrubber docket;

the second is the "asset docket," as we've terned it
over the years. W're here for nultiple reasons, but
the essential consideration we have before us is the
2015 Settl enent Agreenent that becane | egislation
whi ch directs us, as part of an expedited proceeding,
to determ ne whether the ternms and conditions of the
2015 settlenent are in the public interest. As part
of our review, there are a nunber of things we are
directed that we nust take into account. W are
required to take into account the inmpact on all of
PSNH s custoner classes; we're to consider the
i npacts on the econony and PSNH s service territory,
and we are to consider the ability to attract and
retain enploynent across industries, and whether the
proposed rate design fairly allocates the costs of
di vestiture of PSNH s generation plants anong
custoner classes. And that was largely reading from
R S. A 369-B:3-a, I1.

As you all know, part of the

settl enent was resol ving 11-250, the Scrubber
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docket. As you also all know, the evidentiary
record in that docket closed |ong ago, alnost a year
and a half ago now, and the matter was stayed at the
request of the parties while a possible settl enment
was di scussed, and ultimately the 2015 agreenent was
entered into, which purports to resolve the Scrubber
docket. We nust consider whether the way the

settl enent resolves the Scrubber docket is a
reasonabl e resol ution of that docket, as part of the
consi deration we have to give to the resol uti on of
all the other issues. So there are |ots of noving
parts. But as you all know, the consideration of
the Scrubber docket is limted to the evidentiary
record that's al ready been nade.

All right. Before we do
anything el se, I know we have a couple of notions.
We're going to take appearances, and we're going to
make sure we all understand what we're going to be
doing. So, before we go any further, let's take
appear ances.

MR. BERSAK: Good nor ni ng,

Comm ssioners. On behalf of Public Service Conpany
of New Hanpshire, doing business as Eversource

Energy, Robert B. Bersak and Matthew Fossum

{DE 11- 250/ DE- 14- 238} [DAY 1 AM Session Only] {02-02- 16}
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MR ITRANN  Good norning,
Comm ssi oners. Tom Il rwi n, Conservati on Law

Foundati on.

MR. FABI SH: Good norni ng, Zach

Fabi sh with the Sierra d ub.
MR. ASLIN. Good norning,

Conmmi ssioners. Chris Aslin fromthe Attorney

Ceneral's Ofice, on behalf of the Ofice of Energy

and Pl anni ng.

VMR BCOLDT: Chri s Bol dt of

Donahue, Tucker & Ci andella, for the Gty of Berlin

and the Town of Gor ham

MR. AALTO Pentti Aalto,
representi ng nyself.

MR. CUNNI NGHAM  Art hur B.
Cunni ngham representing Terry Cronin, intervenor.

MS. CEl GER: Susan Ceiger from

the law firmof Or & Reno, representing G anite

St at e Hydropower Association. And with nme today is

the president of GSHA, Ri chard Nornan.

M5, HOLAHAN: Good nor ni ng,
Comm ssioners. On behalf of the New Engl and Power
Cener ators Associ ati on, Carol Hol ahan.

MS. CHAMBERLI N:  Good nor ni ng.

11

{DE 11- 250/ DE- 14- 238} [DAY 1 AM Session Only] {02-02- 16}




© 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

12

Susan Chanberlin, consuner advocate for the
residential ratepayers. And with ne today is Jim
Br ennan.

M5. RGCSS: Good nor ni ng,

Conmi ssioners. Anne Ross, representi ng Designhat ed
Advocate Staff. And with ne today is Wtness Tom
Franz.

MS. AM DON:  Good norni ng.
Suzanne Am don, representing, together with ny
col | eague, Al exander Spei del, the Non-Desi gnat ed
Staff.

CHAl RVAN HONI GBERG Al l right.
' maware of two pending notions. The first is on a
notion for confidentiality or to have infornation
treated as confidential that was filed by La Capra.
That notion is going to be granted. It will be
witten up at sone point either as part of the final
order or separately.

The other notion was filed on
behalf of M. Cronin, which was styled as a notion
asking us to take judicial notice of certain
docunents. That is going to be granted in part and
denied in part. The 2014 La Capra docunent, which

is a docunent that was filed in another docket wth

{DE 11- 250/ DE- 14- 238} [DAY 1 AM Session Only] {02-02- 16}
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this Comm ssion, we can take judicial notice

think I noticed that it was al so marked as an

of . I

exhi bit here. That probably wasn't necessary since

you wanted to take judicial notice of it. But

ei ther way, that docunent can cone before us.

The second style is the 2015

update. That is not a docunent that is before us.

It's not anywhere within our rules to take judicial

noti ce of the existence of such a docunent. To the
extent that soneone wants to use it for an
appropriate purpose, | know that it is el sewhere in

t hi s docket, and people can refer to whatever they

can refer to. | know that it was produced subject

to confidentiality agreenents, that it wll be

conplicated to work with within that context,

but we

know how to do that, and we have a | ot of experience

with that.

The third is a deposition

transcript, or what was styled as a deposition

transcript fromlast Novenber. Again, that's not

necessary for us to take judicial notice of such a

docunent. It's already filed in this docket.

think it's Entry 151 or 155. So it's not necessary

to take judicial notice or admnistrative notice of

13
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a docunent of that nature.
So that deals wth what |
understand to be the two pending notions. Are there

other notions that need to be dealt with this

nor ni ng?

M5. AMDON: None that |'m aware
of .

CHAI RVAN HONI GBBERG.  Yes, M.
Ber sak

MR. BERSAK: There is one further
pendi ng notion that was filed | ast week as part of
the settl ement docunents, and it was styled as a
noti on, "Designation of Staff,” and that is still
pendi ng.

CHAI RVAN HONI GBBERG. | am awar e
of that notion. | guess | should have been cl earer.
| know that it's pending, but the tinme for response
has not passed.

MR. BERSAK: That's correct.

CHAI RVAN HONI GBERG Is there
anyone who intends to file an objection to that
noti on?

(No verbal response)

CHAI RVAN HONI GBERG. | mean, you

{DE 11- 250/ DE- 14- 238} [DAY 1 AM Session Only] {02-02- 16}
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have anot her few days. But it would be hel pful if
you tell nme there's no objection to the notion. It
woul d be easier for us to discuss and deal wth
internally. W're not going to be ruling on it
today. Probably won't be ruling on it until the end
of the week.

(No verbal response)

CHAl RVAN HONI GBERG Al l right.
The sil ence speaks vol unes there.

All right. Is that it? Are
t here any ot her notions?

(No verbal response)

CHAl RVAN HONI GBERG  Okay. I
didn't think so.

M5. AM DON: There are no
notions. | just wanted to |let you know, although we
have the wi tness order today, and | believe we shared
that wth the Comm ssion, even though not every party
here has questions for the witnesses, we all agreed
that, you know, just to do as the Chair normally
does, and go around and see if anyone has cross,
because sonet hi ng m ght cone up where soneone who
t hought they weren't going to ask a questi on suddenly

t hi nks of sonething they m ght ask. So that's just

{DE 11- 250/ DE- 14- 238} [DAY 1 AM Session Only] {02-02- 16}
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our nornmal process.

CHAI RVAN HONI GBERG  So, j ust
general |y wor ki ng our way around the room way the way
we nornal |y do.

M5. AM DON: Correct.

CHAl RVAN HONI GBERG Al l right.
| think there was perhaps a questi on about whet her
peopl e were going to be allowed to do openi ngs.

MR, CUNNI NGHAM  Yes, M.

Chai r man.

CHAI RVAN HONI GBERG M.
Cunni nghantf

MR. CUNNI NGHAM  Yes, on behal f
of Intervenor Terry Cronin, M. Chai rman and nenbers
of the Board, as a residential ratepayer --

CHAI RVAN HONI GBERG Stop, M.
Cunni ngham Just a mnute. W're just considering
whet her we're going to allow them So --

MR. CUNNI NGHAM M/ request is to
be permtted to nake an openi ng statenent.

CHAI RVAN HONI GBERG Is there
anyone el se who woul d nmake an openi ng, given the
opportunity to do so? Yes, M. Bersak?

MR BERSAK: Yes, M. Chairnan, |

16
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was asked by the Settling Parties and Advisory Staff,
if there were opening statenents, to nake one on
behal f of all of them

CHAI RVAN HONI GBERG M . Ber sak,
how | ong woul d your openi ng statenent be?

MR. BERSAK: Seven to eight
m nut es.

CHAI RMVAN HONI GBERG M.
Cunni ngham how | ong woul d your openi ng statenent be?

MR. CUNNINGHAM | think | can
hold to Bob's outline.

CHAl RVAN HONI GBERG Wl |l ... M.
Aal to, yes?

MR, AALTO  Yes.

CHAI RVAN HONI GBERG  You woul d
li ke to make an opening as well?

MR. AALTO  About five mnutes or
| ess.

CHAl RVAN HONI GBERG Al l right.
We're not going to spend 20 m nutes on openings. |
guar antee you that right now.

Ms. GCeiger.

M5. CGEIGER  Yes, M. Chairnan.

At yesterday's technical session, | thought the

17
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consensus was that there would be no openi ng
statenments. But in the event that M. Bersak raises
in his opening statenents sonething that applies to
the issue that GSHA is in the docket for, then I'd

li ke a very brief opportunity to al so nake an openi ng
st at enent .

CHAl RVAN HONI GBERG Al l right.
Anybody who wants to nake opening statenent is --
yes, Ms. Am don.

M5. AMDON: | just wanted to
clarify sonmething for you. W did ask M. Bersak to
make a opening statenent, summari ze the Settl enent
Agr eenent, because if you | ook at the order of
W t nesses, the panel on the Settl enent Agreenent is
schedul ed for probably the first thing this
afternoon. And it was the general belief that it
woul d benefit the Conm ssion hearing a sunmary, a
hi gh-1 evel summary of the Settl enent Agreenent before
we got w tnesses on the stand since, | nean, in a
perfect world we woul d have had the Settling Parties
first. But that's not the way the order works today.
So | would just take the position that closings are
where one nakes one's argunment. And M. Bersak's

opening, as | understand it, is strictly to provide
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t hat background for you.

CHAI RVAN HONI GBERG | under st and
that, Ms. Ami don. But here's what we're going to do:
We're going to et M. Bersak make a very bri ef
opening. And if he can keep it to five m nutes,
that's going to be great. Anyone el se who wants to
make an opening is going to be allowed to do so.

It's going to be no |l onger than M. Bersak's, and we
will be timng and we will stop you. Everybody
under st and that ?

All right. M. Bersak, you nmay
pr oceed.

MR. BERSAK: Thank you, M.

Chai rman and Conm ssioners. Today's hearing marks

t he begi nning of the end of a | ong journey,
transform ng the state's electric utilities from
vertically integrated entities to adoption of a
restructured nodel, one that relies upon the power of
conpetitive markets to control the cost of electric
generation. W were, you know, busy litigating the
Scrubber docket, and that docket cane to an end when
a nunber of things cane to pass sinultaneously. One
was the end of that docket; one was | egislation

during the 2014 | egislative session that changed the
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di vestiture law to give this Conmm ssion the power to
order divestiture of our electric assets. There was
also a political consensus at the end of 2014. As a
result of all these things com ng together, the
Conmpany and Senator Bradley requested a stay of
various proceedings in order to allow parties to
reach a consensus, perhaps a settlenent. Settlenent
of stranded cost issues was one of the purposes of

the 2014 | egislation. W thank the Conm ssion for

granti ng our request for a stay because, as you know,

we were successful in comng up with a conprehensive
settlenent on a nyriad of issues.

In March of last year, a term
sheet was filed with the Conm ssion outlining this
pot enti al conprehensive settlenent. One of the
condi tions precedent to that term sheet was
enactnent of legislation that would all ow the use of
securitized financing to deal with stranded costs.
After | engthy and detail ed hearings and
del i berations | ast session, Senate Bill 221, an act
relative to electric rate reduction and fi nancing,
was enacted. The Settling Parties to the 2015
Restructuring and Rate Stabilization Agreenent

quickly finalized that agreenent, filed it wth the

20
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Conm ssion on June 10 of 2015, and a review process
of that agreenent in this docket began.

Testinmony fromthe Settling
Parties was soon filed, foll owed by discovery.

Advi sory Staff and other parties filed their
testinony in Septenber, followed by nore discovery
and filing of rebuttal testinony by the Settling
Parties. That set the stage for Settling Parties
and Advisory Staff to discuss their differences,
probe their positions, and devel opnent of an

updat ed, i ndependent analysis by The Brattle G oup
usi ng i ndustry-recogni zed data. The Brattle

anal ysis created a result that all owed the

Conmm ssion's Advisory Staff to join the Settling
Parties in recomrendi ng near-termdi vestiture of
PSNH s generating assets. The Litigation Settl enent
evi denci ng that consensus was filed | ast week, on
January 26th. W're grateful to Staff for their
diligence in considering this natter.

Al t hough there is virtually
unani nous consensus anongst all parties to this
proceedi ng that near-termdivestiture shoul d occur,
there remain a handful of issues where such

consensus has not been reached. One such issue is
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how resulting stranded costs shoul d be recovered.
The settl enment includes a rate design where | arger
custoners would pay | ess and snall er custoners woul d
pay nore, to reflect the mgration of |arger
custoners away from PSNH s default energy service
and, as a public policy matter, to protect jobs and
t he econony. Advisory Staff reconmmends a different
rate design. There also remains the issue of what
t he proper avoi ded cost standard is under PURPA for
mandat ed purchases from QFs by PSNH.  Evi dence on

t hese and any ot her remaining i ssues of other
parties will be presented during these hearings.

PSNH and the Settling Parties
w sh to thank the Conm ssion and its staff for
getting us to these hearings today. W'd also like
to thank the other parties for their collegiality
and cooperati on.

Just a few adm ni strative issues
and I'll conplete ny remarks. As you know and as
you see in front of you, we have prenarked the vast
maj ority of exhibits that will probably be presented
in this docket. The parties yesterday at a
prehearing settlenment -- or prehearing conference

stipulated to the adm ssibility of exhibits marked A
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to U Those are primarily the settl enent docunents
themsel ves, as well as the prefiled testinony of
vari ous witnesses for the parties. W' ve provided
you and the clerk with this exhibit list. O her
exhi bits nmay be subject to objection. W've also
provided you with a list of the order of w tnesses.
And as Attorney Am don indicated, instead of
starting with the settlenent panel, we're starting
wth two of the Conpany's w tnesses because of their
schedul es and travel plans.

So, once again, thank you,
Conmm ssioners. And if you have any questions of our
W t nesses, they will respond.

CHAl RVAN HONI GBERG Al l right.
M. Bersak's substantive openi ng was al nbst exactly
four mnutes. The |ast 45 seconds were
adm ni strative. So, each of you who wants to speak
has four mnutes. M. Irwn.

MR ITRANN Thank you, M.
Chai rman and Conmi ssioners. |'Il be brief. [|I'm
representi ng Conservati on Law Foundation. W are a
settling party. W fully support conpleting this
process of restructuring and novi ng New Hanpshire's

electric generating sector to a fully conpetitive
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market. It is our hope that this docket will result
in a decision enabling PSNH to proceed to divestiture
of its generating assets. Thank you.

CHAl RVAN HONI GBERG.  Thank you,

M. Irwn.

M. Fabi sh.

MR. FABI SH: Not hi ng.

CHAI RMVAN HONI GBERG M. Aslin.

MR. ASLIN: No opening. Thank
you.

CHAI RVAN HONI GBERG M. Bol dt.

MR. BOLDT: Very briefly, Your
Honor. 1'mhere for two of the hosting comunities,

Berlin and Gorham W take no official position on
di vestiture. Qur major concern is protection of the
tax base. And as M. Bersak has alluded, we have a
Litigation Settlenent statenent in the record, which
is Exhibit C and that bifurcates out the auction
issues fromthis week's hearing in the essence of
time. It was our concern, and others shared it, that
we woul d not have tine to treat all issues. So that
has been noved at our request to a separate

adj udi cati ve docket that you will set up as part of

t hi s proceedi ng.
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The ot her maj or concern for the
City of Berlin and the Town of Gorhamis the
protection of the existing PPA, power purchase
agreenent, with Burgess Bionmass. That is not part
of the divestiture by the agreenent. So we are here
to make sure that those issues renain. M hope is
that this is the last tinme you'll have to hear from
ne.

CHAI RVAN HONI GBERG  Thank you,
M. Bol dt.

M. Aalto.

MR. AALTOG Thank you. My
concern is that --

(Court Reporter interrupts.)

MR AALTO I'Ill try to speak up.

CHAI RVAN HONI GBERG No, it would
be better to just cone up to where one of the
m cr ophones i s.

Thank you, M. Fabish. |
appreci ate your effort there.

MR. AALTO Thank you very nuch.
The concern that | have is that the settlenment wll
i ncrease the cost to everyone over the current rates

because of increases in distribution costs. That has

{DE 11- 250/ DE- 14- 238} [DAY 1 AM Session Only] {02-02- 16}




© 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

26

potential problens in many areas. VWat |'ve
proffered in Exhibits U and PP are a nunber of
possi bl e options to the type of sale that's being
proposed that | believe would increase the value to
custoners. It does not directly oppose the sale as
such, but there may be other options that woul d
provi de nore value to custoners considering the
structure and the agreenents of the previous
settlenments. Thank you.

CHAI RVAN HONI GBERG M.
Cunni ngham

MR. CUNNI NGHAM  Thank you, M.
Chai rman, nenbers of the Comm ssion. I|I'mgoing to
cut right to the chase.

(Court Reporter interrupts.)

MR.  CUNNI NGHAM | ntervenor Terry
Cronin was not invited to participate in the
settl enent discussions. To introduce hima little
bit to the Comm ssion, he, when I net him has been a
gentleman |iving in Hopki nton and has been a PSNH
rat epayer for many years, and he has followed this
thing for a very long tine and is very know edgeabl e
about the various processes at the PUC. His

criticismof the Settlenent Agreenent is |legal, based
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on statute. Let ne put it this way: |If you | ook at
the Settl enment Agreenent, it has no nunbers. It has
no end date. What you'll find in the Settl enent

Agreenent is only broad categories of costs. There's
nothing in the Settlenent Agreenent that tells a
rat epayer how the tenporary rate, and now t he
followup tenporary rate, is calculated. How is that
cost -- or howis that rate i ncone booked? Wat goes
to principle? Wat goes to interest? Wat goes to
ongoi ng costs? How is that booked? Should that not
have been in the agreenent? There is no end date.
How | ong does the 9.81 percent run? That's the rate
of return. Wen does that stop? There's nothing in
the agreenent that tells us that.

So, just to summari ze, M.
Chai rman, Menbers of the Conm ssion, here's our ask
on behalf of Terry Cronin: W ask you to make a
prudence decision. W thought it was unfair that it
was stayed and subjected to a clinical process. W
ask this Conm ssion to determ ne when is the end
date for the run end of these costs. Wen does the
9.81 percent stop? How do we nail down the costs
t hat have been paid already? Wo | ooks at and when

do we know by virtue of a contract or a Conm ssion
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order how those -- that tenporary rate has been
booked? W al so, of course, M. Chairnman, want a
fair rate design, a rate design that's fair and
equal for residential ratepayers.

| want to point out a statute,
and then '"'mgoing to stop. |If the Conmm ssion would
ook at RS . A 374-F:. 3, XlIlI(d), it sets up what the
criterion for the recovery of stranded costs are.

So this is not only a | egal argunent from a | egal
conpet ence standpoint, it's a statutory argunent.
That provision of the code requires that there be a
cal cul ation of a net basis of the stranded costs,
that the stranded costs be verifiable, that the
stranded costs be limted in duration and consi stent
wth the pronotion of fully conpetitive nmarkets, and
consistent with the principles in that statute. So
the contract is flawed froma | egal point of view
The contract is flawed from-- the settlenent is
flawed froma policy and statutory point of view.

So that's our ask: Do the
prudence deci sion; force fixed costs now so there's
not rolling dockets over the next three, four, five,
six years on these cost categories; set an end date

so ratepayers, particularly residential ratepayers,
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know what they're facing in terns of stranded costs.
That's all | have to say at this point.

CHAI RVAN HONI GBERG Ms. Ceiger.

M5. GEIGER  Yes. Thank you, M.
Chairman. Very briefly, Ganite State Hydropower
Associ ation's participation in this docket is Ilimted
to a very narrow i ssue that M. Bersak pointed out in
his opening, and that is the issue raised by Section
I11.C. of the Settlenent Agreenent dealing with
avoi ded cost paynents nade to qualifying facilities
when PSNH nakes purchases under the Public Uilities
Regul atory Policy Act, or PURPA. GSHA is not taking
any position on the | arger question before the
Conmi ssion regardi ng divestiture of PSNH s assets.
Again, we are participating for the purpose of
litigating the avoi ded cost issue, which, as today
unfolds, the Comm ssion will learn is a conbi ned
question of law and fact. Thank you.

CHAI RMVAN HONI GBERG Ms. Hol ahan.

MS. HOLAHAN: On behal f of NEPGA,
general ly we support divestiture as a final step to a
fully conpetitive electricity market here in New
Hanpshire. Qur issues generally renmain or revolve

around the conpetitive procurenent process, and we
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intend to explore those over the course of the next
few days. Thank you.

CHAI RVAN HONI GBERG Ms.

Chanber i n.

MS. CHAMBERLIN: | have no
openi ng statenent.

CHAI RMVAN HONI GBERG Ms. Ross.

MS. RCSS: | have no opening
st at enment .

CHAI RVAN HONI GBERG Ms. Am don.

M5. AM DON: We have no opening
statenents.

CHAl RVAN HONI GBERG Al l right.
| think that's everybody. M. Bersak, | think we're
ready to proceed with your w tnesses.

MR. BERSAK: Thank you. We'l|
have M. Smagul a pl ease called as the first w tness
t hi s norni ng.

(VHEREUPON, W LLI AM SNVMAGULA was dul y
sworn and cauti oned by the Court
Reporter.)
W LLI AM SMAGULA, SWORN
DI RECT EXAM NATI ON
BY MR BERSAK:
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Good nor ni ng.
Good nor ni ng.
Pl ease state your name for the record.
W1l iam Smagul a.
And by whom are you enpl oyed?
I *' m enpl oyed by Eversource Energy.
What ' s your position?
My position is vice-president of generation for
New Hanpshire.
Your prefiled testinony, as redacted, in
support of the Litigation Settlenent has been
mar ked as Exhibit F. Do you have any updates
or corrections to that testinony?
No, | do not.
MR. BERSAK: The witness is

avai l able for cross-exam nati on.

CHAl RVAN HONI GBERG M. Irw n.
MR ITRAN Thank you very nuch.
CROSS- EXAM NATI ON

BY MR T RWN:

Q
A

Q

Good norning, M. Smagul a.
Good nor ni ng.
Just a few questions. As Vice-President of

Ceneration, you're very famliar with the
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operation of PSNH s fossil plants?

A Yes, | am

Q And with the know edge you have in that role,
you're also part of PSNH s | eadership team
that's been preparing for the possibility of
di vesti ture?

A Yes.

Q And within those capacities, | assune you're
famliar with the environnental and regul atory
ri sks that go along with the current fossil
fuel plants?

A Yes, | am

Q | assune you're famliar wth Merrimck Station
and the permtting process that's underway
there. And I'd like to show you a docunent
that's been marked as, or marked for
identification as OO |'ll represent to you
that this is a fact sheet prepared by the
Envi ronnental Protection Agency and the NPDES
permtting process, Cean Water Act permtting
process for Merrimack Station. Are you
famliar with this process and with the fact
sheet ?

A | amfamliar wth both, yes.
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Q So, as the fact sheet indicates, the Mer

Station power plant is currently operati

ri mck

ng

under a C ean Water Act NPDES permt that

expired in 1997; is that correct?
A. We're operating under an extension of th

permt, yes.

at

Q Yes. Thank you. So the re-permtting of this

facility has been underway. And it's correct,

isn't it, that the EPA, in its draft per
that's the subject of this fact sheet, i
indicating that it will require new cool
wat er intake structures, as well as a ne
nodern cooling water systen? |Is that co
A. It's indicated that that was their inten
However, there's been significant
communi cati ons on that topic between the
conpany and EPA since the issuance of th
sheet in Septenber of 2011.
Correct. |It's been an ongoi ng process -
Correct.
-- but is not yet final.

Correct.

o >» O > 0

Ckay. And if you could just turn to IX

Page 9. And |let nme back up and expl ain

m t

S

i ng

W, nore
rrect?

tion.

is fact

this
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docunent .

Wiat we have here are the first three
pages of the fact sheet. And you'll see on
Page 3 of the fact sheet a reference to
Attachnment D. The next page that follows is
t he Executive Summary of Attachment D. |
provi ded the Executive Sunmary because the
docunent in whole is close to 400 pages.

Wul d you repeat the pages you're referring to?
(Wtness revi ews docunent.)

Yes. Page Roman | X

Yes.

And in the fourth paragraph -- 1'Ill just read

it. It states, "EPA estimated that for

Merrimack Station to install hybrid wet-dry

mechani cal draft cooling towers and operate in

a cl osed-cycl e node year-round to control

thermal di scharges would result in a total

after-tax cash flow cost to PSNH (present val ue

at 5.3 percent) of $111.8 mllion, with an

annual equival ent cost of $9 mllion (at

5.3 percent over 21 years) on an after-tax,

nom nal dollar basis, (...including the effects

of inflation).” D d 1l read that correctly?
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A You di d.

Q And is this generally consistent wth your
under st andi ng of the potential costs of a new
cooling systemand i ntake structures if EPA
proceeds to finalize the permt that is under
consideration requiring cooling water towers?

A The val ues that you quoted fromthe fact sheet
Is the position or the opinion of EPA and it's
based on a capital investnent cost and a
mul ti-year operating cost, present worth, to
t hat value. W have provided significant
techni cal, environnental and econom c comments
to EPA in our response to this docunent which
was filed in 2012. They have proposed one
solution path for this thermal concern of
theirs, and there are others which we've
presented to them which are at | ower cost and
still serve the purposes of such a cl osed
cooling system So | amfamliar wth it.
They have devel oped an opi ni on based on their
assunptions, but there are other assunptions
and ot her solution paths that do exist. And
the costs here woul d, should they be incurred,

woul d not take place for a nunber of years from
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t oday.

And what is the range of those costs, the
potential options? So, $111 mllion is one
potenti al outconme or one potential capital

i nvestnment in the plan. Wat is the range that
you' re aware of ?

There are rental equi pnent sol ution paths.
There are operational solution paths, which

al so woul d satisfy sone of the thermal concerns
t hat are being raised here. So the investnent,
t he capital investnent range is broad.

And you had NERA conduct a prelimnary econom c
anal ysis of --

We did use NERA as a consulting firmto | ook at
this topic for us, yes.

And am | right that the range of options that

t hey considered, in ternms of social costs,
ranged from $44 mllion up to and i ncl uding
anot her option of $111.3 mllion up to $158
mllion?

That was options for a system as proposed by
EPA, yes.

Ckay. Thank you.

Shifting gears from Merrimack Station
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Schiller Station also is the subject of NPDES
permtting currently; is that right?

Yes, that's correct.

In that case, EPA, in its draft permt, has
indicated that it will require an upgrade of
cooling water intake structures, but it's not

i ndicating the need for cooling towers; is that
correct?

That's correct.

Are you aware that in the recent public comment
process, that parties, including CLF, have
urged EPA to in fact install -- require as part
of this permt cooling towers to address --
I'"mgenerally famliar wth that, although |
have not seen those docunents.

But suffice to say, that process is still open,
and there's not a final permt determ nation;
Is that correct?

That's correct. The draft permt was issued in
Novenber, wth comments due within 30 days. W
recei ved an extension and filed our coments

| ast week, which are about 250 pages |ong,
providing further, additional information and

facts related to their proposed draft permt.
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Q Thank you. Shifting briefly back to Merri mack
Station. The |ast environnental risk or
potential liability I'll ask you about rel ates
to a pending Cean Air Act lawsuit. Are you
famliar with the pending |awsuit pending in
U S District Court, Conservation Law
Foundation v. PSNH, relative to Merrinmack
Stati on upgrades?

A. | amfamliar with it, yes.

MR IRWN | have what's been
mar ked for identification as TT. This is
Conservati on Law Foundation's First Anmended Conpl ai nt
in that matter.

Your honor, I'Il note for the
record that this is a First Arended Conpl ai nt that
has been the subject of notions practice in U. S
District Court. Counts 5 through 7 of the First
Anmended Conpl ai nt have been di sm ssed; otherw se,
the case is currently pending and stayed in the U S
District Court. And obviously, the docket nunber
for that matter appears on the First Anmended
Compl ai nt .

BY MR I RWN:

Q M. Snmagula, | assune you're aware that the

38
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| awsuit includes a request for injunctive
relief, which, if successful, could require
capital expenditures at Merrinmack Station?

A Yes. | think the key word in your question is
"if," if required. And based on our | egal
position on this, on this suit, we firnmy
believe that our position is that we have done
not hi ng warranting such a suit and feel very
strongly that any outcone would be in our
favor.

Q I will agree with you that this is a contested
matter.

MR ITRAN | have nothing
further. Thank you.
CHAI RVAN HONI GBERG M . Fabi sh.
MR. FABI SH: Thank you. | just
have a coupl e of questions.
CROSS- EXAM NATI ON

BY MR FABI SH:

Q So, M. Snagul a, on Page 7 of your testinony,
you say that PSNH shall file with the
Commi ssion an annual plan by February 15th,
20167

A Yes, | did.
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Q Is that still the plan?

A It is the plan. It is the law So we w ||
conply and nake sure that if we have any
vari ances of 20 percent that we will informthe
Commi ssion as to the basis for that.

Q Great. Thank you.

Under the structure contenplated in the

proposed Settl ement Agreenent,
post-di vestiture, what will PSNH s

responsibilities towards the generati ng assets

be?
A Once the assets transfer ownership to new
conpani es, there will be no responsibility that

we woul d have to support their needs, other
t han per haps sone suppl enental questions for
t he new buyers over a reasonabl e period of
tinme.
Q Ckay. Thank you.
MR. FABISH: That's it.
CHAI RVAN HONI GBERG M. Aslin.
MR. ASLIN. | have no questions.
Thank you.
CHAI RVAN HONI GBERG M. Bol dt.
MR. BOLDT: No questions, Your
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Honor .

CHAI RMVAN HONI GBERG M. Aalto.
MR. AALTO  Three questions.
CROSS- EXAM NATI ON

BY MR AALTCO

Q What is the approxi nate capacity factor for the
maj or plants, Merrimack and ot hers?

A The capacity factor for the steamunits, which
| think you're referring to, the major plants,
has changed over the last four to five years
and is currently in the 20 to 30 percent range.

Q For each of the plants or --

A In aggregate. | could be nore specific if
you'd like ne to take the tine.

Q If you would. Particularly, Merrinack.

A Sure.

(Wtness revi ews docunent.)

A Capacity factors for the two Merrimack units
have been in the m d-30 range over recent
years. Last year it was a bit lower, into the
20s, high 20s. For the Schiller units,
Schiller 5, as | think nmany peopl e know, has
been re-powered to burn bionass fuel, and that

unit runs at all tinmes. |Its capacity factor is
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in the md to high 80s; whereas, Schiller 4 and
6 units that burn coal or oil, capacity factors
are in the 20s.
Q And the Newi ngton oil-fired --
A Excuse ne. Yes. New ngton's capacity factors
are in the single-digit range.
Q Thank you.
CHAI RMVAN HONI GBERG M.
Cunni ngham
MR, CUNNI NGHAM Thank you, M.
Chai r man.
CROSS- EXAM NATI ON
BY MR CUNNI NGHAM
Q M. Snagul a, when -- l|let's back up.
Did you participate in the discussions for
t he Settl enent Agreenent?
A No.
Q And are you famliar wwth the terns of the
Settl ement Agreenent?
A Cenerally famliar with a nunber of terns nore
t han ot hers, yes.
Q And | want to ask you about those terns.
Wl you be involved in determ ning the
decomm ssi oni ng costs of your fossil plants?
{ DE 11- 250/ DE- 14- 238} [DAY 1 AM Session Only] {02-02-16}
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If we do not own these assets, the Conpany w ||
have no deconm ssioning responsibilities.
And assunming the plants do not sell pursuant to
t he agreenent, do you have any judgment on what
t he decomm ssi oni ng costs of Schiller and
Merrimack Station wll be?
Based on that assunption, if they do not sell,
no, | don't.
And woul d you be famliar in the sane context
with the retirenment costs of the plants?
No, | do not have that information.
Have any executives of the conpany asked you to
make such cal cul ati ons?
No.
And woul d you be famliar, M. Smagula, wth
the environnental costs with respect to
Schiller and Merrimack Station?
Envi ronnental costs of what, sir?
Cl ean-up costs.
No, we have not devel oped any studies to
dismantl e these facilities.
Wul d the matter of environnental costs be
sonet hing that would be a good thing to do
prior to the disposition of the fossil units?
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A Well, in order to have a functioning station,
you need to have all of the equi pnent and
systens in operation to be able to -- for a new
owner to fulfill its obligations to continue to
operate. So --

Q Woul d you detail those for ne? You're the
I nsi der there.

A Maybe, could you just rephrase your question?
| want to neke sure --

Q Yeah. | just want to know what you will have
to do as director of generation to get your
fossil plants ready to sell and how nuch that
wll cost.

A We are operating and nmaintaining our units now
in a very responsi bl e manner, using good
utility practice and conducting the necessary
mai nt enance and nodest capital investnents to
sustain very reliable, safe and efficient
operation of our plants. That has been how we
have operated them continuously in the past and
do so currently, and will continue to do so up
until the day we transfer ownership to a new
conpany or new conpanies. So we are naking

sure that the assets are ready to serve our
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customers continuously up until they transfer
to a new owner, and that the new owner w ||

| ook at these assets as safe, reliable and
efficient pieces of facilities that they could
t hen assune ownership of and operate in a
manner | woul d hope consistent to the way we
have.

Should | take that answer to nean that, as |

| ook at the Settl enment Agreenent, that there
wi Il be no decomm ssioning, retirenent,

envi ronnmental costs or other costs of
liabilities that will have to be recovered via
t he stranded costs?

Not that I|I'm aware of.

So your answer is there will be no costs that
will be rolled into stranded costs to get your
pl ants ready for sale.

There are costs to prepare our facilities for
the auction process. There are costs to
collect data and information for a docunent
room for prospective bidders. There are costs
and consulting costs to assist us with

devel opi ng an offering nenorandum There are

sone environmental costs that are appropriate

45
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to do an anal ysis of our properties so that a
prospective buyer woul d know whether there are
any concerns, environnental concerns wth
regard to our properties. And | will add that
we have concluded that effort on 18 properties
whi ch are involved in this auction, and there
are no significant concerns with regard to
these properties and their environnental
condition. And that's inportant for bidders to
know, because if they don't know the condition
of the assets, they would, | believe -- and in
ny experience, they would assune worst case and
as a result not put forth the highest dollar

val ue for buying the assets. So an investnent

i n understandi ng and having a third party
conduct an environnmental audit is one exanple
of the fact that there are sone costs that are
needed to prepare our facilities for a
successful auction that we garni sh the hi ghest

price, which is our ultinate objective.

Wl |, how are ratepayers to know what those
costs are in dollars, and when will we know
t hat ?

I think at the conclusion of the auction, once
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successful buyers are known and their prices
are known, | believe another docket will be
opened, upon which the Comm ssion will be asked
to approve those costs, the bids. And | think
at that tine it would be appropriate to | ook at
the costs associated wth preparing the nodest
activities of preparing these facilities for
auction. There wll be, for exanple, an agent
of sone nature selected to assist with the
auction. That agent will have costs or fees
incurred. So, as you would with preparing your
home for sale, you may nake sone nodest

i nvestnents in order to garnish the highest
price and have it sell pronptly. One of that
woul d be including a real estate broker and
perhaps doing a few little jobs around your
house to get it in the best condition. W
don't have to nake any nmmjor investnents for
our assets to be in good condition, but there
are auction-related costs that are very typi cal
for any such transaction that will be incurred,
and they are very nodest.

So, repeating nyself, as we sit here asking the

Comm ssion to deci de whet her or not this
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Settl ement Agreenent is in the public interest,
you cannot give us a finite nunber of what it
wll take to get these plants ready to sell.
A | don't have a nunber readily avail able for
you.
MR. CUNNI NGHAM  That's all,
M. Chairman. Thank you.
CHAI RMVAN HONI GBERG Ms. Ceiger.
MS. CGEIGER: Yes. Thank you.
CROSS- EXAM NATI ON
BY Ms. CElI GER
Q M. Snmagul a, for year 2015, in terns of a
cents-per-kilowatt-hour range, could you tel
us what the costs of generation are for PSNH?
A. | believe our rates for the |ast six nonths of
| ast year was ni ne-point sonething cents. |
don't recall our energy service rate.
Q | didn't ask you for the rate, M. Smagula. |
asked about your generating costs on a
cent s-per-kilowatt-hour basis.
A Cost for our facilities to produce the energy?
Q Yes. Cost of generation, yes.
A Merrimack Station costs are in the -- well, you
know what? |'mnot going to guess. |'m going
{ DE 11- 250/ DE- 14- 238} [DAY 1 AM Session Only] {02-02-16}
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totry to tell you a nunber
(Wtness revi ews docunent.)

A Merrimack Station costs to produce energy is in
the 4.6 cent range. Schiller, approxinately
just under 5 cents. And New ngton, dependi ng
upon which fuel your burn, gas or oil, and

there is volatility in those values, but it

does get -- it depends on whether it's on gas
or oil. It could be in the 40- to 50-cent
range.

Q M. Smagul a, just so we make sure, were you

tal king about for the entire year of 2015 or
just for the last half of the year?
A Those are recent values. | don't have -- |
don't think they changed significantly, other
t han Newi ngton Station changing on price of oil
and gas, which is very volatile. The other
ones are relatively stable.
Q Ckay. Thank you.
CHAI RVAN HONI GBERG Ms. Hol ahan,
you have no questi ons?
M5. HOLAHAN: No questi ons.
CHAI RVAN HONI GBERG Ms.
Chanber i n.
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MS. CHAMBERLI N:  No questi ons.
CHAI RMVAN HONI GBERG Ms. Ross.

M5. ROSS: No questions.

CHAI RVAN HONI GBERG Ms. Am don.
MS. AM DON: No questions.

CHAI RVAN HONI GBERG.  Conmmi ssi oner

Bai | ey.

COW SSI ONER BAI LEY:  Thank you.
| NTERROGATORI ES BY COWM SSI ONER BAI LEY:

Q You point out in your testinony that you have a
statutory obligation to provide enpl oyee
protection. Do you recall that testinony?

A Yes.

Q And you tal k about your mai ntenance support

depart nent.

A Yes.
Q And there are represented and non-represented
enpl oyees. Can you tell me -- | understand the

represented enpl oyees are nenbers of the union
and part of the collective bargaining
agr eenent .

A Correct.

Q Are the "non-represented enpl oyees" nanagenent

and non-uni on enpl oyees, or is that a term of
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art that neans sonething different?

A No. GCenerally they are forenen, engineers,
supervi sors, sone -- a clerk and so on. So
t hose woul d be non-bargai ning unit and

non-r epresent ed enpl oyees.

Q So they're non-bargaining unit. Are you one of
t hose?

A Yes.

Q Ckay. So is it your understanding -- and
know you're not a |l awer -- that you have to

make the same protections for the
non-represent ed enpl oyees as the represented
enpl oyees?

A Yes. | believe in ny testinony there has been
a negoti ated agreenment w th our bargaining unit
whi ch takes the enpl oyee/ enpl oyer rel ationship
details that are in the union contract and
expand that a little bit to provide sone
I ncrenental protection for the enpl oyees. This
takes the form of sone very detail ed topics on
seniority and severance, and should there be a
reduction in work force, that there are certain
out pl acenent assi stance and sone tuition

assi stance. Sone of those specific things that
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are in the union contract have been enhanced
due to the upconm ng divestiture of the plants.
And t hat was done under the suggestion of the
Settling Parties and the | egi sl ature.

Q And those provisions were created for the
non-represent ed enpl oyees because --

A They al so were created for the represented
enpl oyees, but they were -- they are also fully
applicable for all generation enpl oyees and
ot her enpl oyees whose jobs are generally to
support full-tinme generating function.

Q Li ke the people in the service conpany?

A Li ke the people who work in this naintenance
service group. And there is a fuel group whose
jobs only are to serve buying fuel for the New
Hanpshi re generating assets. So | believe
t hose two groups would be the ones nost
applicable to fit in the generation
"1 ook-al i ke" category.

Q Ckay. So do you believe that all of the
enpl oyees who would be affected if the
Comm ssion were to approve the settlenent are
adequately cared for, consistent with the | aw?

A. Yes.
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Thank you. Have you conducted any Phase 1

envi ronnental site assessnents?

Yes.

Have t hey begun?

Ei ght een.

Ei ghteen? And did you -- did they reveal any
costs that would need to be incurred in order
to get the plant either ready for sale or that
a buyer would have to pay?

In general -- and I'll answer your question.
The answer to your question is, yes, there have
been sone costs. And I'l|l explain themin a
nonent. But in general, if you | ook at these
18 properties that are associated with the

di vestiture, we have done an ASTM standard site
assessnent based on a federal standard wth an
I ndependent environnental organization to
research all of our properties, conduct a
review of all data, interview enployees, and

| ook at the properties thensel ves. Took about
six nonths to do these properties. So there
are sone costs associated with that because of
the consultant. And the consultant did believe

that there were certain areas that it would not
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necessarily be required, but it may be a
positive to proceed and conduct sone of these
very nodest renediations.

"1l give you an exanple. At Schiller
Station, many years ago oil was burned in these
units, and oil was received by rail car. At
the railroad spur where oil was unl oaded, there
happened to be a small piece of |and that had
sone oil staining init. It was believed that
that would -- there was no environnental
i npacts beyond that i medi ate area, and | think
there was no regul atory inpacts related to
that. But we did believe that it would be
appropriate to renove that issue for a
prospecti ve bidder, and we did conduct that
remedi ation this past fall.

So you renoved the stains?
Yes, we renoved the soil with the oil stains
and replaced it with clean, fresh soil.

And there was anot her area where a | arge
pi pe was involved with sone sedi nent that
people didn't feel had to be renpved, but we
felt as though it was appropriate and simlarly

renoved that sedi nent and cl eaned the area.
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So there have been sonme snmall foll ow up
activities related to that site assessnent.
And at this point, we have taken our
envi ronnmental site assessnents and provided
full access to the Departnent of Environnental
Services of that infornmation. They have
conducted their own internal review of the
information that they've been presented wth.
They have sone questions on some data, and they
al so believe that certain pieces of data which
identify or clarify that certain properties are
I n good condition, sonme of the data is dated.
They nmay want us to go into the field and take
a few nore sanples to get current data, to nake
sure their record is conplete with nore recent
information. So there nay be a few other site
activities we will follow up on to inprove the
record. But in general, our properties are in
very good condition, given their history.
So there isn't any finding that requires
significant investnent. | nean, | don't know
how you - -
This is on all the properties and all the | and.

That's correct.
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Q Right. GCkay. Wlat's the worst-case thing you
f ound?
A Cl eaning up this soil cost us about a hundred
t housand dol | ars.
Q That's the worst-case thing? There's nothing
worse? Nothing that cost nore than a hundred
t housand?
A No.
Q Ckay. | think that's all. Thank you very
much.
CHAI RVAN HONI GBERG.  Conmi ssi oner
| acopi no.
SP. COW SSI ONER | ACOPI NO  Thank
you.
| NTERROGATORI ES BY SP. COWM SSI ONER | ACOPI NO.
Q Good nor ni ng.
A. Good nor ni ng.
Q You were asked on direct[sic] exam nation by
M. Irwin about the |lawsuit in federal court,
and you agreed with himthat that |lawsuit is
presently stayed. Do you know what the reason
for the stay of the lawsuit is?
A | believe there have been di scussi ons between
our | egal counsel and their |egal counsel
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regarding that lawsuit and their interests here
as a party to this proceeding, and |'ve not
been party to it personally.

Q You' ve been involved in the divestiture of
Connecti cut Light & Power and Massachusetts
West ern?

A Yes, | have been.

Q And you were involved in the actual sale of the
assets of those two utility conpani es?

A. In Connecticut, to a much greater extent than
t hose i n Massachusetts, yes.

Q And when they were sold in Connecticut, was
t hat undertaking voluntary on the part of
Connecticut Light -- or Connecticut Power &

Li ght ?

A | believe a | egislative docket was -- a bil
was i ntroduced, and the Conpany did not object
toit at that tine.

Q When did that occur?

A Hm I n the m d-1990s.

Q And did a regul atory body conduct that -- was
it a sale by auction?

A. Yes, it was.

Q Did a regul atory body conduct that auction?
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Yes, the Connecticut... | don't know what the
right termis. Bureau?

Simlar to the PUC?

Simlar to the PUC had a departnent, in fact,

pl aced a few enployees full-tine to work with

t he auction agent, J.P. Morgan at that tine, to
proceed with an auction effort.

WAs there ever an assessnent after that auction
as to whether or not the auction was carried
out in a prudent nanner?

Yes, there was a hearing to review the outcone
and the selected bidders. | don't recal
specifically the prudency of the process. But

Il think it's inplied that it was prudent
because it was approved, | believe. That's how
I would viewit.

Was there any, I'll use the word "penalty" for

| ack of a better word? But was there any
penalty assessed to the utility because of any
way i n which that auction was undertaken?

No. No, the Conpany fully supported that
process and was an integral party to the
process. And that was the area that | had

responsibility of.
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All right. The Litigation Settl enent Agreenent
in this case contains a provision that the
auction will occur and that the Public
Uilities Commission will hire the auction
manager and, the way that | read it,

essentially conduct the auction.

That's how it was done in Connecti cut. And t he

Conpany provided all the support that the agent
and the regul atory agency needed. W worked
really as a three-nenber team But the
utility -- the regul atory agency and the
auction agent kind of |led the charge, and we
participated with them and supported themin
every way we coul d.

Wll, that's where ny concern lies. The

rat epayers in New Hanpshire, who do they | ook
toif there is sone problemthat occurs during
the course of the auction process? The PUC is
obviously not in a position to reduce rates or
ot herw se pay ratepayers back. How, in your

vi ew under this settlenent, is the Conpany
responsi bl e?

Wll, that's a question that | don't know -- |

think if the parties involved in this are all
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novi ng toward trying to achi eve the sane

objective, | can't envision there being a
problemor any fault. But | guess |I'mnot --
as | said earlier, |I've not been involved with

the settl enent discussions on this topic
specifically. But | think there is what

| evel -- what |evel of paynent will be achieved
and the process is pretty standard, so that
it's not -- even though it's perhaps new in
this issue here with our fossil and hydro
facilities, the process is very open and very
standard. | guess | won't say there can't be
anything, but | can't envision what woul d be an
error made by any party.

Well, let ne give you an exanpl e.

Ckay.

H ring of an auction nanager requires a certain
anount of diligence and prudence; correct?

In the selection of the --

Yes.

Yes.

And if you were voluntarily divesting these
resources, if you were negligent or inprudent

In selecting an auction nanager, you woul d
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Q

expect there m ght be sone "penalty," for |ack
of a better word, that occurs from your

regul atory body; correct?

| suppose that coul d occur.

So that's where -- | nean, | guess ny concern

here is the Comm ssion conducting the auction,

or being responsi ble for conducting the auction

rather than the regulated utility.

Wien you did the Western Massachusetts
El ectric, was that done simlarly?
Yes.
And the reason why | ask you is because you're
a W tness who has experience wth this.
Yes. And | think Wtness Reed al so has
t remendous experience on this, nuch nore so
than I. That's his business, and | think that
t hose woul d be good questi ons, perhaps even
better for him But |I'm happy to conti nue.
I n Massachusetts, when you did the Wstern
Massachusetts Electric, was there a subsequent
proceedi ng before the Massachusetts EPU
about --
To approve the successful bidders, yes.

And in that proceeding, was there any type of
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penalty or anythi ng assessed --

A No.
Q -- against that utility?
A No.

SP. COWM SSI ONER | ACOPI NO. I
have no further questions.

CHAI RMVAN HONI GBERG | have no
questions for M. Smagul a.

M. Bersak, do you have any
further questions for hinf

MR. BERSAK: Yes, M. Chairnan.
Thank you.

REDI RECT EXAM NATI ON

BY MR BERSAK:
Q M. Smagul a, you just had a conversation with

Conmmi ssi oner | acopi no regardi ng the engagenent

of an auction agent. Do you recall that?
A Yes.
Q Do you know whet her an aucti on agent was

engaged for the divestiture of the ownership

interest in Seabrook Station?

A. I wasn't involved in that, but | believe there
was one. | think I know -- well, | believe it
was J.P. Morgan, but | don't know firsthand.
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Q Now, the purpose of an auction agent -- would
you agree that an auction agent's purpose is to
maxi m ze the value of the transacti on and
ensure an efficient and successful auction and
di vestiture process?

A Yes. Absolutely.

Q If that agent suggested that certain activities
take place to maxim ze that val ue, would that
be sonething that the Conpany woul d consi der?

A. Yes, upon consulting with the regul atory
agency. Absol utely.

Q Is there a potential that an aucti on agent
that's engaged by this Comm ssion ni ght
reconmend renoval, say of nercury, |ead or
asbestos from Schiller Station?

A That coul d be a recommendati on.

Q If that was the recomrendati on of the auction
agent that would be engaged, and if those costs
were material, would this Conm ssion have the
opportunity to determ ne whether that work
shoul d be done prior to that work proceedi ng?

A. | don't see why not.

Q Thank you. No further questions.

CHAI RVAN HONI GBERG Al right.
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Thank you, M. Smagula. | think you can return to
your seat. Let's go off the record for a nonment.
(Di scussion off the record.)

CHAI RVAN HONI GBERG  Back on the
record. Go ahead, M. Bersak.
MR. BERSAK: We'd |ike to call
M. Shuckerow on the stand, please.
( WHEREUPQN, JAMES SHUCKEROW JR. was duly
sworn and cautioned by the Court
Reporter.)
JAMES SHUCKEROW JR., SWORN
DI RECT EXAM NATI ON
BY MR BERSAK:
Q Good norning, M. Shuckerow. Can you pl ease
provide us with your full nane.
A Yes. M nanme is Janes Shuckerow, Jr.
Q And by whom are you enpl oyed and what is your
position?
A I *' m enpl oyed by Eversource Energy as Director
of Electric Supply.
Q And you're here today testifying on behalf of
Ever source Energy?
A Yes.

Q And your prefiled testinony has been marked as
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Exhi bit J. Do you have any updates or
corrections to that testinony?
A. | do not.
MR. BERSAK: M. Shuckerow is
avai | abl e for cross-examn nation.
CHAI RMVAN HONI GBERG M. lrwn.
MR ITRANN None. Thank you.
CHAI RMVAN HONI GBERG M . Fabi sh.
MR. FABI SH: No questions. Thank
you.
CHAI RVAN HONI GBERG M. Aslin.
MR. ASLIN. No questions. Thank
you.
CHAI RVAN HONI GBERG M. Bol dt.
MR. BCOLDT: No questi ons.
CHAI RVAN HONI GBERG M. Aalto.
MR. AALTO No questi ons.
CHAI RMVAN HONI GBERG M.
Cunni ngham
MR.  CUNNI NGHAM None.
CHAI RVAN HONI GBERG Shoul d 1
circle back to you, Ms. Geiger? Let ne go through
everybody el se real quick.

Ms. Hol ahan?
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MS5. HOLAHAN:  Yes.
CHAI RMAN HONI GBERG  You' re goi ng
to have questions, too? All right.
Ms. Ceiger, go ahead.
M5. CGEl GER:  Thank you.
CROSS- EXAM NATI ON
BY M5, CElI GER

Q Good norning, M. Shuckerow. Can you hear ne

okay?
A Yes, | can.
Q Now, we've established through openings, and

guess t hrough your prefiled testinony, that
you're here today to discuss the issue of
avoi ded costs; is that correct?
A Correct.
Q And do you have Section I11.C. of the
Settl enent Agreenent in front of you? And if
you don't, | can show it to you.
A Yeah, if you could showit to ne, |I'd
appreciate it.
Q Sur e.
M. CEl GER: M. Chairnman, |
bel i eve the Settl enment Agreenent has been narked for

identification as Exhibit A.
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BY M5, CEI GER

Q

A

So, M. Shuckerow, have you had a chance to
look Il11.C. and refresh your nenory?

Wuld you like nme to read through it or --
That's not necessary. | guess, are you
generally famliar with the provisions of that
section of the Settl enent Agreenent?

Yes, | am

Ckay. And would you agree that at that
section, the Settlenent Agreenent defines
PSNH s avoi ded costs for PURPA purchases as
"the market price for sales into the | SO New
Engl and power exchange adjusted for |ine

| osses, wheeling costs and adm ni strative
costs"?

Yes.

So could you please turn to Page 3 of your
testi nony.

| have it.

Thank you. At Lines 10 to 13, you provided the
definition of "avoided cost" contained in the
federal regulations inplenenting PURPA; is that
correct?

Correct.
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And woul d you agree that the federal regulation
definition of "avoided cost" for purposes of QF
purchases are a utility's increnental costs of
el ectric energy or capacity, or both, which,

but for the purchase fromthe QF, the utility
would incur as a result of self-generation or
purchase from anot her source?

Yes.

So if we were to conpare the wordi ng of the
Settl ement Agreenent, Section III.C., with the
federal regulation that we just tal ked about,
woul d you agree that the definition of "avoi ded
cost" are different?

| think the intent is basically the sane. To
me, avoi ded cost would be the cost of the next

i ncremental resource that you' d purchase from
to neet your needs.

Wll, let's turn to the federal rule definition
again. And this is at Page 3, Lines 10 to 13
of your testinony. Can we agree that "avoi ded
cost"” includes the utility's cost of generating
electricity itself?

It'd be generating or purchasing, dependi ng

upon the circunstances.

68
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Q Ckay. Well, isn't it true that when PSNH s own
generati on and ot her purchase obligations are
insufficient to neet its |oad requirenents,

t hat PSNH does purchase power fromthe | SO New

Engl and mar ket s?

A That's correct.

Q Ckay. And isn't it true that when PSNH needs

to purchase power fromthe nmarket, 90 percent

of those power purchases are nmade fromthe

day- ahead nar ket ?

A. I think you're referring to an interrogatory

response?

Q Yes. 1'd |like to show you what's been marked
for identification as Exhibit Z. Do you have

that in front of you? By the way, do you have

all the exhibits?

A Yes, | do.

Q So | guess it's not necessary that | get up out

of my chair again.
Woul d you agree that in Exhibit Z,

M. Wiite answered a question from Ganite

St at e Hydr opower Associ ati on and i ndi cated that
90 percent of energy purchases that PSNH made
for the period January 1, 2015 to June 30th,

69
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2015, occurred in the day-ahead narket?

That's correct for that tine period. As you
well know, it could vary fromdifferent tine
peri ods and from day to day.

Sure. But | think we're talking -- | think
M. Wite answered the question in terns of
overall, between -- in that six-nmonth period,
PSNH pur chased from the day-ahead narket

90 percent of the tinme when it made purchases.
That's correct. And that's due to the fact
that we -- basically, PSNH s current
responsibility is to bid and schedul e our
resources. That's really done wthin ny
organi zation. W bid the |load in day-ahead,
for the nost part. And any variances fromthat
bid | oad | evel would | ead to purchases in the
real -time market. O any generati on operation
that we had bid in, and any variances fromthat
woul d | ead to perhaps purchases or sales into
the real-tine market. W basically use the
real -time market as a bal ancing functi on, and
that really was the intent, and that's why you
have the 90/10 split.

Coul d you pl ease refer to what's been narked

70
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for identification as Exhi bit AA.
A My exhibits aren't marked AA. Coul d you give
me the title on that?

Q Absol utely. Wiy don't | give you a package.

>

Ckay. Thank you.

Q Wul d you agree that in 2015, on average, the
| SO New Engl and day- ahead nar ket prices were
hi gher than the real-tine energy prices?

A Yes. As the exhibit indicates, the day-ahead
LMP on average -- and this is for the zonal New
Hanpshire price --

Q Yes.

A -- and this is in dollars per negawatt hour --
was $42.11. And the real-tinme LMP was $40. 21
So, $1.90 differential. The day-ahead was
hi gher .

Q Ckay. Thank you.

Now, coul d you please turn back to Line
306 of the Settl enment Agreenent.

A Ckay.

Q And how is PSNH interpreting the word "narket"
in that |ine?

A. The "market price" would be the -- 1 think

coul d be both, dependi ng upon whether it's
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day-ahead or real-tine. Either the day-ahead
mar ket or the real-tine market.

But for purposes of the paynents that PSNH is
maki ng pursuant to that provision of the

Settl enent Agreenent, would you agree that PSNH
Is interpreting or has historically interpreted
that word to nean the real -tine market?

That's correct.

Ckay. So, even though 90 percent of PSNH s

| SO New Engl and mar ket purchases are in the
day- ahead narket, PSNH is paying QFs the | ower
real -time nmarket; right?

For the tinme period that we're | ooking at for
2015, based on that data, the answer woul d have
been yes. (Cbviously, if you go back to 2003,
when standard mar ket design was in place -- and
that's when you had the two narkets, the

day- ahead market and the real -tinme market --
those actually did vary. They could be higher
or | ower.

Is it fair to say that at any given hour PSNH s
generation and supply purchase costs are not
exactly equal to the real-tinme market prices?

That's correct.

{DE 11- 250/ DE- 14- 238} [DAY 1 AM Session Only] {02-02- 16}




© 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: SHUCKEROW]

Q Now, | believe on Page 8, Lines 22 to 27 of
your testinony, you set out the avoi ded cost
| anguage fromthe 1999 settl enent agreenent
that PSNH reached with ot her stakehol ders to
settle various restructuring issues; is that
correct?

A Coul d you give ne the |Iine nunbers again,
pl ease?

Q Page 8, Lines 22 to 27.

>

Ckay. | have it.

Q And is it fair to say that your testinbny on
Page 9 indicates that the 2015 settl ement
agreenent "avoided cost" |anguage is basically
t he sanme as that contained in PSNH s 1999
settl enent agreenent?

A Yeah, basically sane.

Q Sois it fair to say that PSNH has been
Interpreting the "avoided cost"” | anguage in the
1999 settl enent agreenent to nean that QFs are
to be paid real-tinme market prices?

A We basically are paying the QFs for the energy

t hey produce at that point in tine. And

specifically for the resources that you're

representi ng, which are nany, but they're all
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very small in size, those, by |ISO requirenents,
those are recogni zed as "settlenment-only
generators,"” and hence, they get the real-tine
price. So we're sinply paying themthe price
in which the 1SO, in effect, is paying us.

Q But M. Shuckerow, | think the question that
had attenpted to ask, and probably inartfully,
is that, are you -- is it your testinony that
since 1999 PSNH has been paying the QFs the
real -time market price?

A Yes.

Q But isn't it true that in 1999 the real-tine
mar ket did not exist?

A That's correct. The real-tinme nmarket did not
exi st until 2003.

Q And is that reflected in what's been narked as
BB for identification, which is a press rel ease
from | SO New Engl and t hat announced t he
standard mar ket design?

A Yeah, that's correct. Exhibit BB is a press
rel ease from | SO New Engl and, dated March 3rd,
2003. And as we were discussing a few m nutes
ago, that's the so-called "SMD," or standard

mar ket design. And that's when we sw tched

74

{DE 11- 250/ DE- 14- 238} [DAY 1 AM Session Only] {02-02- 16}




© 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: SHUCKEROW]

from-- to the day-ahead nmarket and real -tine
mar ket .

(Court Reporter interrupts.)
So, please turn to Page 23, Lines 13 to 16 of
your testinony. Do you have it there?
Yes, | do.
Ask you about a 1987 Comm ssi on deci sion that
you cited there, Re Industrial Cogenerators
G oup. Do you have that?
Yes, | do.
And | believe in support of your position, that
t he proper avoi ded cost rates for New Hanpshire
QFs is the "real -tinme | SO New Engl and ener gy

mar ket nodal price for energy and whatever the

capacity market provides thenit; is that
correct?

Correct.

But the 1SO -- as we've established, the

| SO New Engl and real -tine energy market didn't
exist in 1987, did it?

It did not in 1987.

Isn't it true that that Industrial Cogenerators
G oup decision basically set long-term 20-year

rates based upon increnental generating costs,
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not market costs?

| believe that would be the case. That's when
we were a vertically integrated utility, and
actually, pre-narkets, which began with | SO New
Engl and in the, subject to check, 1998-1999
time period.

Ckay. Thank you. Now, turning back to the
1999 settl enent agreenent | anguage in your
testinony -- this is at the bottom of Page 8
and top of Page 9, the | anguage in that

settl enent agreenent requires that the price
PSNH is to pay QFs is to be adjusted for |ine
| osses; is that correct?

Correct.

Does PSNH apply a line-loss adjustnent to
paynents to Granite State's QF nenbers?

| believe it's buried into the price that we
recei ve from | SO New Engl and.

But it's not a separately conpensated service,
Is it?

Not to ny recollection.

Coul d you please turn to Page 11, Lines 7 to 11
of your prefiled testinony.

Yes.
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And there | believe you say that, in support of
your argunment that QFs should be paid the

real -time prices, you say, "In today's |I SO New
Engl and nmarket, marginal price is always set by
the real -ti ne market because all | oad

I mbal ances are resolved in the real-tine energy
market." Did | read that correctly?

Yes, you did.

Wul d you agree that the | SO New Engl and

real -time energy market is a |locational |oad

i nbal ance mar ket price?

Yes.

And are you aware that FERC has ruled that a

| ocati onal i1 nbal ance market price cannot
properly be considered as an avoi ded cost under
PURPA for a utility that generates electricity
to service | oads?

Yeah, are you referring to a specific decision?
Because there's been nultiple --

Yeah. Sure. |If you could turn to Exhibit CC
Ckay. Yeah.

And do you have a copy that has a highlighted
provi si on at Paragraph 527

Attorney Ceiger, the copy you gave ne,
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Par agraph 52 there's nothing highlighted.

Ckay. Well, could you please read into the
record the -- there's a sentence sort of
hal f way t hrough the paragraph that begins, "The
Texas Conmmi ssion Order, we find..."

Yes, | have that.

Coul d you pl ease read that sentence and the
foll ow ng sent ence.

Sure. Be happy to. "The Texas Conm ssion
Order, we find, incorrectly accepted this SPP
Ener gy | nbal ance Servi ce market | ocati onal

I mbal ance price at a QF' s node as SPS s avoi ded
cost." End of first sentence.

Second sentence. "The problemw th the
nmet hodol ogy proposed by SPS and adopted by the
Texas Commission is that it is based on the
price that a QF would have been paid had it
sold its energy directly in the EI'S nmarket
I nstead of using a nethodol ogy of cal cul ati ng
what the costs to the utility would have been
for self-supplied purchased energy, 'but for'

t he presence of the QF or QFs in the markets,
as required by the Conm ssion's regul ations. ™

End of sentence.
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Q Thank you. M. Shuckerow, based on the passage
that you just read, would you agree that,
according to FERC, a state conm ssion cannot
properly use a |l ocational inbal ance market
price --

(Court Reporter interrupts.)

Q Based on the passage you just read, would you
agree that, according to FERC, a state
comm ssion, |ike the Texas Comm ssion referred
to in that passage, cannot properly use a
| ocati onal i nmbal ance market price as a
purchasing utility's avoi ded cost under PURPA?

A Yes. This is an evolving area. There have
been subsequent decisions that | think are
related to this, and counsel could address this
further. But in Cctober of 2013, FERC began to
address the sane type of issues, and that
i nvolved, | believe, a New Oleans utility.

(Court Reporter interrupts.)
CHAI RVAN HONI GBERG  That sounded
like a "No," Attorney GCeiger.
M5. GEIGER: Ckay. And M.
Chairman, if we're permtted to provide post-hearing

menos of |law or briefs, especially on this issue
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because it is an involved issue of both facts and
law, | think that this is an area that's properly
best addressed in a | egal nenorandumrather than a
back-and-forth between a |lay witness and an attorney.
So | would, | guess at this point, ask for the
opportunity to file a post-hearing nmeno of |aw.

CHAl RVAN HONIFGBERG On tine to
make such a request, but let's take the nore general
question first.

Do others believe generally that
filing post-hearing nenos is sonething that should
take place in this docket? M. Bersak's shaking his
head. That's the only response | see. Yes, M.

Am don.

M5. AMDON:. Staff doesn't intend
to file a post-hearing brief. W're going to provide
our closing orally at hearing.

CHAI RVAN HONI GBERG  Doesn't seem
li ke there's an overwhel m ng feeling that generally
we should be doing that. On this specific issue, you
would like to be able to file sonething in witing?
Is there any reason why you can't do that before the
end of the hearing if you want to file a | egal neno

of sonme sort?
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M5. GEICER: | could do that. |
think, M. Chairman, it'd probably be easier on that
particul ar issue, rather than getting back and forth
on the state of FERC s decisions on this issue --

CHAI RVAN HONI GBERG  Yeah, |
don't think you want to get into a | egal argunent
wth a lay witness on the stand.

MS. CGEIGER  Correct.

CHAI RVAN HONI GBERG  You ni ght
want to get into an argunent with M. Bersak about
that. But, | nean, if you want to file a | egal neno
on sonething that's relevant to this decision, |
think you should file it.

MS. CGEI GER  Thank you, and |
w il do that.

BY Ms. CElI GER

Q M. Bersak -- excuse me. M. Shuckerow,
getting back to your testinony on Page 11
Lines 9 through 11, you state that GSHA' s
resources only participate in the real-tine
energy market so they do not and cannot all ow
PSNH t o avoi d day-ahead energy market prices.
I's that your testinony?

A Yes, it is.
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Q Isn't it true that GSHA's QFs do not sell their
power directly into the SO real-tinme energy
market? Well, isn't it true that they sel
their power to PSNH?

A. Ch, the answer is yes, they sell their power to
PSNH. It's priced at the -- we price it at the
| SO New Engl and real -tine energy price node
that it basically provides the energy to us.

Q Ckay. And isn't it true that PSNH nust buy the
power that's offered by QFs that have capacity
of less than 20 negawatts? Right?

A Yes.

Q And isn't it also true that PSNH uses QF
purchases to neet its | oad obligations?

A The answer is yes.

Q Ckay. | guess, just for the record, if you
| ook at exhibit, what's been marked as Exhi bits
DD and EE, those are responses to data requests
that basically reflect the statenent that you
just made, that PSNH actually uses the QF power
to neet its |oad obligations.

A. Yes. Exhibit DD is actually by M. Franz, and
| concur with it. And | think what's inportant

here is it refers to a settl enment agreenent, a
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1990[ sic] settlenent agreenent which truly
dictates to PSNH power to establish rates. And
t hen the subsequent exhibit which was done

by -- referred to as "EE," done by M. Wite --
M. Wiite works for me -- basically says the
sane thing.

Ckay. Thank you.

So, if PSNH, as we established, uses QF
power to neet its | oad obligation, how can the
QF be viewed as participating in the real-tine
ener gy narket?

We use those as dictated by the settl enent
agreenent. They're really used with regards to
what's not purchased fromthe QFs, the hydro
QFs. We sinply buy that sane energy fromthe

| SO New Engl and real -tine market at the sane
price.

Whi ch settl enent agreenent are you referring
to, M. Shuckerow?

I"'mreferring to the process to at | east offset
our loads in effect through the 1999 settl enent
agreenent. It was the nethodology for us to
establish our rates.

Ckay. And is it your testinony that you're

83

{DE 11- 250/ DE- 14- 238} [DAY 1 AM Sessi on Only]

{02-02- 16}




© 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: SHUCKEROW]

84

interpreting the 1999 settl ement agreenent as
authorizing PSNH to pay QFs the real -tine

mar ket prices?

In today's market, we're paying basically these
generators the price that we receive from

| SO New Engl and. So, custoners are indifferent
and not providing any subsidy to these
custonmers at all, basically being paid exactly
what the value to energy to us is, to PSNH

M. Shuckerow, could please turn to Page 13,
Lines 17 to 18 of your testinony.

| have it.

Ckay. And there you state that there is
not hi ng stopping any QF from joining | SO New
Engl and and directly participating in the

day- ahead energy narket if it felt such pricing
was desirable. |Is that your testinony?

Yeah, it would be a function of the size of the
resources al so, the negawatt si ze.

So that wouldn't stop them from joining | SO New
Engl and.

Wul d not stop them from joi ni ng | SO New

Engl and. It woul d basically dictate what

mar ket they could participate in.
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PURPA doesn't require QFs to join | SO New

Engl and, does it?

' mnot sure. Subject to check, | believe the
answer woul d be no.

Ckay. Could you please refer to what's been
mar ked for identification as Exhibit FF.

Yes, | have it.

And that's a federal rule; correct?

Yes, it is.

And isn't it true that that federal rule says

t hat FERC has established a rebuttable
presunption that a QF with a net capacity at or
bel ow 20 negawatts does not have
non-di scri mnatory access to markets?

Yeah, that's what it says.

And isn't true that PSNH has failed to rebut
this presunption?

Correct.

Ckay. As evidence of that failure to rebut, if
you could turn to Exhibit GG Wuld you agree
with me that that's FERC s deci sion on a
petition that PSNH fil ed seeking to be relieved
of its responsibility to purchase from QFs

under PURPA, and that FERC found that, with
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respect to QFs between 5 and 20 negawatts, PSNH
did not rebut the presunption about the QFs'
inability to access markets?

A Yes.

Q Now, on Pages 6 and 7 of your testinony, you
di scuss ot her New Engl and states that have
est abl i shed avoi ded costs for QFs simlar to
what PSNH i s advocating in this docket; is that
correct?

A. That's Pages 6 and 7, Attorney Ceiger?

Q Yes.

A Yes, | have it before ne.

Q And isn't it true that Massachusetts,
Connecticut, Maine and Rhode Island utilities,
electric utilities, do not own generating
assets as PSNH does?

A That's correct. |If | could add one caveat,

t hough?

Q Sur e.

A West ern Massachusetts El ectric Conpany, now
Eversource Western Mass., does own 8 negawatts
of solar facilities. So there's one exception.
And that was really due to very recent public
policy to pronote solar generation in
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Massachusetts. So the answer is very nmuch so,
with that one m nor exception.

Wl |, maybe the better way to characterize it:
Isn't it true that in those states the electric
generating distribution conpany -- or excuse

me -- the electric distribution conpanies are
di vested of their generating assets, that

t hey' ve undergone divestiture?

Correct. And as M. Snmagul a di scussed earli er,
t hat divestiture really happened January 1,
2000, for the nost part.

Now, in your testinony on Page 8, Lines 3

t hrough 12, you cite other New Hanpshire
electric utilities that set their avoi ded costs
for QF purchases based on the hourly prices
that these utilities receive for sales of |PP
output into the I SO New Engl and real -ti ne
energy narket; is that correct?

Yes. And | believe you're referring to Lines 3
t hrough 127

Yes.

Yeah.

However, isn't it true that Liberty, Unitil and

t he New Hanpshire Electric Co-operative do not
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own generating assets, and they sinply incur
purchase costs to serve their | oad rather than
a conbi nati on of generati on purchase costs that
PSNH i ncur s?

Correct. They do not own generating resources
| i ke PSNH and basically procure the needs of
their custoners through what they call a
"default solicitation process" or --

Right. And that's different frombuying in the
day-ahead or real -tinme market; right?

That's correct. | believe they do not
participate in any way. Wthout self-served

| oad, they basically pass on that
responsibility to the whol esal e suppliers.
Wul d you agree that Vernont electric utilities
which are still vertically integrated are nore
| i ke PSNH t han t he ot her New Engl and states?
Yes.

And Vernont hasn't adopted the avoi ded cost

met hodol ogy that you're proposing in this
docket, has it?

Vernmont? No. Vernont is not a restructured
state, so they really don't own nuch

generation. Mst of it's purchased power. But

88
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the bottomline is they're, in effect,
vertically integrated.

But they don't set their avoided costs for QFs
in the way that PSNH i s advocating in this
docket; correct?

They do not. I'mnot so famliar wth what
Vernont does, but I'msure it's a function of
public policy considerations.

If you would turn to what's been premarked for
identification as Exhibit HH  Wuld you agree
t hat, subject to check, that those are rate
sheets that the Vernont Public Service Board
has adopted in connection with its avoi ded
costs order entered on February 9th of | ast
year ?

Yeah, that was the date. And it's entitled,
"Ver nont Avoi ded Cost Rates for Levelized
Long- Term Firm and Non-Firm Sal es Options, "
identified by nonth, peak and off-peak peri ods.
Right. And isn't it also true that the
Commonweal th of Virginia s avoided costs for QF
purchases are day-ahead prices rather than
real -time prices?

That nay be true. | have no reason to dispute
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that, but I'"'mnot famliar wth Virginia.

Q | believe if you were to turn to the La Capra
report that's actually submtted with your
prefiled testinony, and | believe it's at Bates
Page 296... do you have that, M. Shucker ow?

A Unfortunately, | don't. | stop at 279 and junp
to 325 in Bates nunbers. So | apol ogi ze.

Q Well, why don't | showit to you. And

basically. ..
A. Ckay. | see that.
Q So, would you agree with ne that in Virginia,

it's the day-ahead market prices that are paid

by purchasing utilities to QFs under PURPA?

A Based on that docunent, the answer woul d be
yes.
Q Wul d you have any basis for disagreeing with

t he La Capra report?

A No. They're a very conpetent organization
It's just I'"mpersonally not that famliar with
Virginia.

Q Ckay. Thank you.
Now, M. Shuckerow, changi ng gears a
little bit. Could you please turn to Page 5,

Lines 26 to 31 of your testinony.
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A | have it.

Q And there you point to New Hanpshire's net
nmetering rules in support of your argunent that
QF avoi ded costs should be the | SO New Engl and
hourly real-time |ocational nmarginal price; is
t hat correct?

A Yes, that's what's stated at those Lines 27,

28, 29.

Q But isn't it true that, in order to participate
in New Hanpshire's net netering program
partici pants must be retail custoners of PSNH?

A | believe the answer is yes.

Q Ckay. But QFs are not net netering custoners
of PSNH; correct?

A Correct.

Q And net netering customers are conpensated for
avoiding line losses; is that correct?

A | believe they are.

Q But PSNH is not crediting GSHA's QFs for
avoiding line losses, is it?

A It's basically crediting, as we di scussed
earlier, the real-tine LMP price with respect
to the node delivering at.

Q So is it your testinony that that real -tine
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mar ket price includes conpensati on for

| i ne-1 oss avoi dance?

In ny view, it is the delivery point. So at
that point, any line |osses prior to that would
be recogni zed.

So, could you please -- again, do you have the

La Capra report that you submtted with your

prefiled testinony? | know you said you had
sone pages of it. Do you happen to have Bates
Page 2957?

| do not inny file here.
Maybe M. Bersak can show you your testinony.
Actually, while doing that, if | could go back
to the line-1o0ss issue.

Wien you tal k about the real-tine price
conpensating for line | osses, is that
transm ssion line | 0oss?
Yes.

(M. Bersak hands document to w tness.)

Bat es page agai n was?
Bat es 295, pl ease.
Ckay. | have 295. It's entitled, "Summary of
G her RTO Regi ons. "

And do you see a statenent there where La Capra
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says that nost states do not have a direct
connecti on between their QF rate and net
metering rate design?

Yes.

Do you agree with that statenent?

Yes.

Ckay. Now, M. Shuckerow, shifting gears once
nore -- and | think you still have ny copy of
t he 2015 settl enent agreenent; correct?

Yes, | do. W were tal king previously about
Section C, avoided costs for |PPs?

Right. Could you turn to Section 5, please.
Do you have a page nunber for that?

| think I have it tabbed wth a yell ow sticky.
Ckay. Thanks. Found it.

Ckay. Wuld you agree that -- Page 24,
actually, and on to Page 25 -- that PSNH has
agreed to provide $5 million for a C ean Energy
Fund?

Yes. It says, "Upon closing on the RRBs, PSNH
agrees to provide $5 nmillion to capitalize a
Cl ean Energy Fund, such anpbunt not to be
recovered from custoners.”

Woul d you agree that New Hanpshire's snall
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hydr opower facilities provide clean energy?
Absol utel y.

And subject to check, would you agree that, if
GSHA' s nenbers generated 208 gigawatt hours in
2015 -- and this is shown on, if you turn to
Exhibit AA .. bear with me. |If you do the
mat h, if you take 208 gigawatt hours as shown
on AA, and if the GSHA nenbers were paid the
day- ahead narket instead of the real-tine

mar ket price, of which there is a delta of a
$1.90 per negawatt hour, the QFs woul d have
been pai d approxi mately $395, 000 nore than what
they actually received?

"1l trust your math.

Well, basically --

Yeah. W had tal ked earlier how the price was
lower in the real-tine nmarket conpared to the
day- ahead.

Sure. So am |l correct in saying that PSNH i s
wlling to put $5 million into a C ean Energy
Fund but is not willing to pay a fraction of
that to GSHA' s nenbers, who, as you agreed,
have contri buted to New Hanpshire's C ean

Energy portfolio?

{DE 11- 250/ DE- 14- 238} [DAY 1 AM Session Only] {02-02- 16}




© 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: SHUCKEROW]

95

A | believe we're fairly paying the hydro

facilities the value of the energy provided to

cust oners.

Q Now, PSNH owns run-of-river hydro assets;
correct?

A Yes.

Q And does PSNH use t hose assets to serve default

servi ce | oad?

A Yes.

Q And when PSNH uses its own hydro generating
assets to serve |load, it recovers the actual
cost of operating those assets in its default
service rates, not the real-tine energy price;
correct?

A We recover all fixed costs. So the answer
woul d be fixed and variable O & M cost, the
answer woul d be yes.

Q And woul d you agree that in 2015, PSNH s cost
associated wth self-generati on exceeded both
t he average | SO New Engl and day- ahead
| ocational marginal price and real -tinme prices?

A. For those hydro facilities or in aggregate?

Q I think in aggregate. And basically, M.

Shuckerow, if you could turn to Exhibit I1.
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| have it.

That basically contains docunent and backup
data from PSNH s recent default service filings
whi ch shows that PSNH s total self-generation
costs in the first half of 2015 were 7.49 cents
per kilowatt hour and 5.93 cents per kil owatt
hour in the second half; correct?

Correct.

And isn't it true that during 2015, the

day- ahead | ocati onal margi nal price was $4.21
per kilowatt hour, and the average real-tine

| ocati onal marginal price was $4. 02 per

kil owatt hour?

Correct.

So, based on the data that we've just talked
about in Exhibits AAand Il, isn't it fair to
say that PSNH s sel f-generation costs exceeded
t he average market prices during 2015?

The answer is yes, but there's -- when you talk
about "market," there are other nmarket sources
that gets provided to generators beyond j ust

t he energy price. For exanple: There are
capacity revenues. There could be ancillary

revenues. So it's not quite, |I'll say an

96
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appl es- and- appl es conpari son. The energy price
is a very large portion of the overall

revenues, but not 100 percent.

So you're saying that PSNH recei ves ot her
revenues in connection with the operation of
its generating plants.

The answer is we woul d recei ve revenues that we
woul d credit custonmers. | think that's what
we're referring. For exanple: The hydro units
that you represent | believe also receive
capacity revenues.

So, M. Shuckerow, on the |ast page of your
testi nony, on Page 24, at Lines 1 to 3, you
state that a properly established avoi ded cost
rate set by the conpetitive narket at the

real -time energy market price would not hurt
custoners; is that correct?

That was Page 247

Yes, Lines 1 through 3.

Correct.

But isn't it also true that FERC s rul es say

t hat avoi ded cost rates nust al so not

di scri m nate agai nst QFs?

The answer is yes. But as we discussed earlier

97
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I n our cross-exam nation of ne, it's an
evolving area. And I'll let the | awers
address the evol ution of what's happening with
regards to that subject matter.

Ckay. W will do that.

And so, finally, if PSNH is using QF power
to neet |oad obligations, and if that power
hel ps PSNH avoi d purchases in the day-ahead
mar ket, the market from which PSNH nmakes
90 percent of its suppl enental power purchases,
isn't the paynent of the |lower real-tinme market
price discrimnatory towards QFs?

As | believe the thene of this whole testinony
iIs PSNH will provide to the QFs the val ue of

t he energy that we're getting, whether it's the
day- ahead narket or the real-tine market, all
t he resources we've been tal king about have
been real-tine markets. | think we're sinply
passing on, in effect, the value of the energy
that we're receiving from | SO New Engl and.

But 90 percent of the tinme, isn't it the val ue
of the day-ahead energy narket?

| believe it's the value of the next

margi nal -- the cost of the next marginal
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kil owatt hour. It's what avoided costs are
really intended to be. And as such, it would
not necessarily be the average of the
day-ahead. It's really the next increnental
kil owatt hour that you purchase or sell

Q Ckay. Thank you. | have nothing further.

CHAI RMVAN HONI GBERG Ms. Hol ahan.
MS. HOLAHAN. Thank you.
CROSS- EXAM NATI ON

BY Ms. HOLAHAN:

Q Good afternoon, M. Shuckerow. As Director of
El ectric Supply, do your responsibilities
i ncl ude the procurenent of default service for
Eversource's custoners in Massachusetts and
Connecti cut ?

A Yes, it does.

Q ' mgoing to show you a coupl e of exhibits
because they're highlighted. First one is
Exhibit A which is the Settl ement Agreenent.
The second exhibit is an exhibit marked for
identification as SS.

A Thank you.

Q So, with respect to the Settl enent Agreenent,

Exhibit A 1'd like to direct your attention to
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Page 11 of that docunent, beginning at Line
293, the section entitled, "Default Energy
Service."

Yes. It's highlighted, what you gave ne.
Exactly. Wuld you pl ease read the highlighted
section on that, please.

Sure. Be happy to. "Default service wll
provide a safety net and assure uni versal
access for custoners who do not receive energy
froma conpetitive supplier.” New sentence.
"Default service shall be acquired and provi ded
I n accordance with R S. A 369-B unti
divestiture of PSNH s generating assets.” New
sentence. "No |ater than six nonths after the
final financial closing resulting fromthe

di vestiture of PSNH s generation[sic] assets,
PSNH will transition to a conpetitive
procurenent process for default service." New
sentence. "The conpetitive process utilized
shal|l be consistent with the process determ ned
by the Comm ssion in Docket No. IR 14-338,

' Revi ew of Default Service Procurenent
Processes for Electric Distribution Utilities,'

as may subsequently be nodified by the
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Conmi ssi on. "
Q Thank you.

M5. HOLAHAN: | woul d ask the
Conmi ssion to take adm ni strative notice of Docket IR
14-338. It is the Conmm ssion's docket that was
opened to review default service procurenent
processes for electric distribution conpanies --
excuse ne -- utilities.

CHAI RVAN HONI GBERG.  Does anyone
have any comrent or objection to that request?

(No verbal response)

CHAI RMVAN HONI GBERG None? All
right. M. Fossum

MR FOSSUM | just want to be
clear. 1Is it admnistrative notice of the entire
docket or sone subset of the docunments within that
docket ?

CHAI RMVAN HONI GBERG Ms. Hol ahan,
you're referring to the order that was generated out
of that, the whol e docket?

M5. HOLAHAN: | don't believe
there's been an order generated in that docket.

CHAl RVAN HONI GBERG  That's

probably right. | think there was a sonewhat
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probably inarticul ate conclusion to a heari ng because
| was the one talking I think. But it did produce
sone proposals fromat |east one, and | think two of
the utilities regarding their procurenent processes.

So i s what you're asking, that
t hat docket -- | nmean, what is it you want us to
notice about it?

MS5. HOLAHAN: | want -- first of
all, I want it to be noticed that it is a docket
pendi ng currently before this Conm ssion; that no
final order has been issued; that the Settl enent
Agreenent refers to that default service is going to
be conpetitively procured in accordance with that
docket; yet, there's no conclusion. So what I'd |ike
to do nowis to talk to the witness about his
participation in that docket and his recomrendati ons.

CHAl RVAN HONl GBERG M. Fossum

MR FOSSUM | guess I'mstil
not certain -- | apologize -- what it is that's being
adm nistratively -- | think | understand the request.
| guess I'mstill not certain what it is that the

Conmmi ssion's official notice would be, would pertain
to.

CHAI RVAN HONI GBERG:  Yeah, |I'm
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not sure either. | know where you want to go, but
| ' m not sure about what about that docket you need us
to take notice of.

M5. HOLAHAN: Because the docket
is referred to in the settl enent docket itself, |
just wanted to hear that it is a docket currently
pendi ng before the Comm ssion, for which no final
order has yet issued.

CHAI RVAN HONI GBERG | think
ever ybody would agree with that.

M5. HOLAHAN:  Ckay.

CHAl RVAN HONI GBERG Al l right.
You may proceed.

MS. HOLAHAN. Thank you.

BY Ms. HOLAHAN:
Q M. Shuckerow, did you participate in any of
t he techni cal conferences in Docket IR 14-338?
A Yes, | did.
Q D d you make any recommendati ons about how
default service should be procured post-2015?
A Yes, we did.
Q Do you recall what your recomendati ons were?
A My nmenory woul d have to be refreshed. That was

not quite a year ago.
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If you would refer to the exhibit that is

mar ked for identification as SS, are you
famliar with that docket?

Yes, | have that docunent in front of ne.

Do you recogni ze that docunent? Have you seen
it before?

Yes. This was filed by our counsel under
direction of a few executives at Eversource
Ener gy.

Ckay. Would you please read the highlighted
portion on Page 1 of that docunent.

Sure. The docunent is dated April 15, 2015,
and it was witten by M. Mtthew Fossum
"Eversource concurs wth the concl usion that
default service procurenent shall[sic] be
segnent ed between residential and snall general
servi ce custoners on the one hand, and | arge
and commercial industrial custoners on the
other hand[sic]. These classes of custonmers
have differing |load and m gration profiles and,
as such, present different |levels of risk or
attractiveness to potential suppliers, and the
differences nerit sonewhat different whol esal e

and retail rate treatnment.™ Conti nuing --
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Q M. Shuckerow, do you agree -- |I'msorry.
A Ckay. There was the next page that was
hi ghl i ght ed.

Q Ch, I'msorry.

>

Did you want ne to read the next page al so?

Q Yes. No, no. Wait, wait. No, Page 2, |'lI
get to that in a m nutes.

A Ckay.

Q Do you agree with the | anguage you just read,

t hat default service procurenment should be
segnented with residential and small general
service custoners on one hand and |large C and |
custoners on the other?

A Absolutely. And that's consistent with the
processes we currently use in Connecticut and
Massachusetts.

Q Ckay. Wuld you now read the highlighted
portion on Page 2 of Exhibit SS.

A. "Eversource concurs wth the comments of others

that default service should be procured froma

whol esal e supplier on a full requirenent | oad
follow ng basis for the entire default service
| oad for the duration of a particular rate

term This nethod is consistent with those
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used in other states and with the nethods
presently used in New Hanpshire and, in

Ever source's opi nion, appropriately accounts
for the risks of providing such service."

Can you briefly explain what the benefits of
procuring default service in this manner are?
Yes. Basically, each whol esal e supplier takes
on a load responsibility to neet all the | SO
requirements to serve that |oad, along with the
changi ng | oad from what perhaps was forecasted
Wi th custoners com ng and going. So, basically
suppliers take on all risk, and there are no

ri sks borne by custoners, other than paying
what the price would be fromnonth to nonth, in
ef fect.

And | think you just testified that the nethod
described in that paragraph is consistent with
how Ever source procures default service in both
Massachusetts and Connecti cut.

Correct.

Wul d you pl ease read the highlighted paragraph
on Page 4 of Exhibit SS.

| have it. "As for the rates to be paid by

| arge custoners, Eversource proposes that the
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rates be set nonthly and that they be based
upon avail able forward narket prices close in
time to the nonth of delivery.

"I n Eversource's assessnent, approxi mately
three to five days ahead woul d be sufficient.
Setting the rates close in tine to delivery
nont h and basing themon forward nmarket data
I's considered by Eversource to be a reasonable
approach for mnim zing over or under
recoveries."”

Q And t hat paragraph refers to | arge commerci al
and i ndustrial custoners; correct?

A Correct.

Q Agai n, what are the benefits of procuring
default service in this nmanner?

A It's probably nore the chall enges we' ve been
facing, especially at the tinme that this was
witten. For large C & | custoners, we have
few bidders. |It's nost of the load is being
served by conpetitive supply. So, generally
speaki ng, in Massachusetts and Connecti cut, our
hi story's been around 10 percent of that | oad
Is being served to the default service process.

That has |l ed to a nunber of conplications, No.
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1. W perhaps at tines had zero bidders. So
that responsibility stays with the utility. So
we've had to self-supply it. No. 2, at tines
we've only had one bidder, and that brings up

t he whol e i ssue of whether or not that price is
conpetitive or not. It requires a |lot of tine
spent with respect to state utilities and, as
such, given that there's a very small anount of
| oad, we thought, in effect, a path of ease
woul d be basically for the utility to take on
that responsibility and serve that | oad.

Q And again, this nmethod of procuring default
service for your C & | custoners is consistent
w th how Eversource functions in both
Massachusetts and Connecti cut ?

A No. This recommendati on woul d probably be an
evol utionary step. Currently we do it the way
| just described, through traditional whol esal e
suppliers taking on full responsibilities for
that |load. Again, given the fact that it's
a -- we've had no bidders or very few bidders
to provide what we thought the best fair price
to our customers is, we volunteered to take it

on. That was a suggestion, a reconmendation to
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this group. That's never really cone to a
head. So |I'mnot quite sure where we stand
there. By "head,"” | nean we've gotten no
deci sion fromthe Comm ssion.

Ckay. Let nme try this in a different way.

If divestiture occurs, would it be your
reconmendati on that Eversource proceed in that
manner for procuring default service for its
|large C & | custoners?

Yes, in the manner as described in the
nmeno that --
That woul d be the paragraph on Page 4 that you
just read.
That woul d be correct.
And would it be your recommendati on that,
consi stent with the paragraph on Page 2 of that
meno that you read with respect to residenti al
and smal | business custoners, that you would
procure default service in a manner consi stent
with that paragraph?
Yes.
Ckay. That's all | have.

CHAI RVAN HONI GBERG:  Mks.

Chanberlin, do you have any questions?
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MS. CHAMBERLI N:  No questi ons.
CHAI RMVAN HONI GBERG Ms. Ross.

M5. ROSS: No questions.

CHAI RVAN HONI GBERG Ms. Am don.
M5. AM DON: No questions. Thank

CHAI RVAN HONI GBERG Conmmi ssi oner

Bai | ey.

| NTERROGATORI ES BY COVM SSI ONER BAI LEY:

Q

> O > O

Q
A

Do you renenber the question that Attorney

Cei ger asked you about PSNH pays QFs recogni zed
as settlenent-only generators?

Yes. It's called "SOG' within | SO New Engl and.
So it refers to settlenent-only generators.
Settl enent-only generators.

Correct.

Ckay. Can you explain what that neans?

Yes. |I'mlooking at ny notes. First of all,
settlenent-only generators specifically are
resources of |ess than a negawatt, or having
connection of less than 115 kilovolts. It's --
so that's the expl anati on.

Ckay.

From the | SO New Engl and system that's how
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they're recogni zed. So, basically, very snal
resources |located at the | ower-|evel
transm ssi on system

Ckay. Thank you. And sone of the QFs to which
you pay the real-tinme prices are not
settlenent-only because they're up to

20 negawatts, did | understand?

Yeah. The ones from-- | think in question
here wwth Ganite State, they're all very snal
resources, so they're all settlenent-only.
Could you tell ne who "all" neans agai n?

| have a lengthy list in front of ne of the
settl enment-only generators.

Well, are there sone that are not

settl enent-only generators that you pay the
real -time price to?

The answer is | don't believe we pay the
day-ahead to any generators. W pay the

real -time because they're all snall.

Ckay. But I'"'mnew at this. So |I'mjust
wondering, are there sone that are between 1
megawatt and 20 negawatts that you do pay? Are
there sone QFs between 1 negawatt and

20 negawatts that you pay under the real-tine
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because you don't pay anybody? | don't know if
they exist. That's ny question.

A Ch, the answer is yes. W pay real-tine to
everybody. | apol ogize for any confusion |
cr eat ed.

Q | get you pay real-tine to everybody. |'m
trying to find out who "everybody" is.

A Yes. The "everybody" basically is a -- again,
' mgoing back to a |large list of persons that
we, in effect, pay. Wwen | say "large list,"
it's probably, if | added them up here, maybe
30 different resources, give or take.

Q Ckay. And can you give ne a rough estimte
about how many are not settlenent-only
generators?

A. These are all settlenment-only. Again, they're
all less than a negawatt, so they're
settl enment-only generators.

Q So are there any generators that you pay that
are nore than a negawatt but | ess than
20 nmegawatts, or did | msunderstand Ms. GCeiger
when she referred to 20 negawatts? |Is that the
total that they produce, all 30 of then?

A Yeah, the total -- let ne add sone details
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here. The total Ganite State Hydro

Associ ation resources that we're tal king about,
based on the data in front of ne, they have
what we call a "claimcapability rating,” which
Is the negawatt rating. For the Ganite State
Hydro Associ ation subtotal, the sumer rating
Is 2.663 negawatts, and that's of these 30 or
so that | nentioned. And their winter rating
is 5.509 negawatts. And to add a little
exanple of that, No. 1 on the list, for exanple
here, is called Avery Dam Its location is

Laconia, and it's .175 nmegawatts.

Q Ckay.

A That's typical. Here's another one, called
Celley MI11, 5. It's .031.

Q All right. | get it. So they're really snmall.

A. Yes. [Exactly.

Q So, do you renenber when she said sonething
about 20 negawatts?

A Yeah, | think she was referring to just sone
PURPA regul ati ons, which there are sone | arger
resources available. That wasn't really the
famly of resources that she and I were talking

about. The ones Attorney CGeiger and | were
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Q
A

tal ki ng about were of the nagnitude of
nmegawatts that in aggregate add up to --

Fi ve.

-- five with the winter rating, again made up
of many, many units.

Ckay. That's very hel pful. Thank you.

Does PSNH soneti nmes purchase power from
t he market when it costs | ess than what it
woul d cost to generate its own power?

Absol utely, yeah. And to give you an exanpl e,
M. Smagul a was tal ki ng about the capacity
factors for Merrimack 1 and 2 earlier, and he
was absolutely correct in the 20 percent range.
For exanple: R ght now on a warm day |i ke
today -- let ne step back.

The vari able costs for the fleet of PSNH
generation steamunits, prinmarily the coal
units, as he had said is in the 4 to 5 cents
per kilowatt hour range. Daily ny group has
the responsibility. |If we can purchase it for
| ess than what it costs for us to produce, we
pur chase.

And do you do that on the day-ahead market?

The answer is yes, because we serve a |lot of

114
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| oad. You always want to be in the day-ahead
mar ket because that's really how the system was
desi gned. Renenber earlier we tal ked about the
standard market design went into place in 2003.
The whol e purpose of that was to get generators
to commt in advance of the day of need and
|l oad, to commt in advance of the day of need,
such that you'd have a matchi ng of generation
output with the nost efficient generators to
the | oad that was expected.

Now, the real-tine market we've been
di scussing is basically -- obviously what
happens, or what you thought was going to
happen the day before and what happens on the
actual day of, which we call "real-tine,"
t here's variances. Those vari ances can be
caused for two reasons. No. 1, the |oad can be
different fromwhat you projected, either
hi gher or lower. Usually if a | oad ends up
bei ng hi gher than what you projected, the
mar gi nal cost of the real-tinme LMP may be
hi gher because you're starting wth perhaps
| ess efficient resources. |If the load is

| ower, you basically may end up in a situation

115
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where the prices are | ess. Another
consideration of the real-tine market is in the
day- ahead market. The generators nake a
comm t nent and obligation to provide that
energy. And if for sone reason they have
outages or fail to operate, essentially that

m smatch that will occur wll be captured into
the real -tine market.

Q So explain to ne again. |If you're using the QF
supply because you expect it to be there and
you know what your |load is going to be in the
day- ahead market, so you're basing your
day-ahead input -- | don't know what that's
called --

A. Yeah, your --

Q -- on what you expect the hydros to produce for
you - -

A R ght.

Q -- why you should pay themat the price that is

sort of the reconciliation factor for what
really goes on, on the day of.

A Right. Yeah, it's unpredictable as to exactly
what those resources will be providing. And

first of all, it's a very snall anount of
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megawatt hours conpared to the overal
responsibility of PSNHA And again, as | said
earlier, that energy really isn't recognized in
t he day-ahead market by | SO New Engl and; it's
provided in the real-tine market. And there's
real advantages to the suppliers to provide in
the real-tine market. No. 1 is to provide in

t he day-ahead market, there's obligations --
VWit a second. But those are the ones that --
Are | arger.

-- we're not tal king about.

Ckay.

That's where |'m getti ng confused.

So, basically we're providing the value of the
energy that we're receiving in lieu of making
purchases in the real-tine narket. Now, if we
were to pay the day-ahead price, that day-ahead
pri ce obviously woul d be i ndependent of the
energy they're producing, but it's
identifiable. And as we discussed that earlier
t oday, that price could be higher or lower. If
it ends up being the day-ahead price being

hi gher, but we really only got the energy

during the real-tinme narket, that m smatch
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woul d essentially be a subsidy that custoners
woul d be paying for the value of this energy.
So it would be paying nore than what the val ue
of the energy is worth.

Q Ckay. Can you -- okay.

On Page 13 of your testinony --
A | have it.
Q -- where you talk in the mddle, Line 7 through

14, where you tal k about the adm nistrative

costs --
A. Ckay.
Q -- soOis it possible that the admnistrative

costs could be nore than the difference between
t he day-ahead and the real -tine prices?

A. The answer is it's always a function of the
magni tude of the nmegawatts that you're
addressing. So if it's a snmall anount of
megawatt hours, the answer woul d be absol utely.

Q So, to avoid those adm nistrative costs,
wouldn't it just be easier to pay the
day- ahead?

A If we pay the day-ahead, well, we know what
that is after the fact, could basically pay

t hem It could be worth npore than what the
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val ue of the energy to us was and thereby
creating a subsidy and an overpaynent, and
hence, having costs being higher to custoners
t han what they otherwi se woul d have been.
Ckay. Thank you.
CHAI RMAN HONI GBERG M. | acopi no.

BY SP. COWM SSI ONER | ACOPI NO

Q

A
Q

I thought | read sonewhere in your testinony,
sir -- and | can't find it right now -- that
you don't pass the administration costs onto
qualifying facilities.

We do not. Correct.

Is what is proposed in the Settl enent Agreenent
for howthe -- well, does the Settl enent
Agreenment do anything to change the manner in
whi ch you're presently conpensating the
qualifying facilities?

| don't believe it does.

| have no further questions.

| NTERROGATORI ES BY CHAI RVAN HONI GBERG

Q

All right. 1'mgoing to pick up on sonething
Conmmi ssioner Bailey was just talking with you
about. The very end of your |ast answer, you

tal ked about if you pay themthe day-ahead
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price, you end up subsidi zing them and payi ng
nore for themthan you otherw se woul d have to.
But isn't that the nub of the argunent?
They're saying that if they didn't exist, your
costs woul d be higher than what you're paying

t hem

A No. The nub of the argunent is they're only
producing real-tine. They're basically
avoi ding real -ti ne purchases for us, and we're
just trying to nake sure those custoners are
i ndi fferent, whether purchasing directly from
t hese hydro resources or purchasing directly
fromthe market. W're trying to keep our
custoners neutral .

Q I think you're tal ki ng past each other, but
think the | awyers will probably pick up that
argunent. | have nothing further.

M. Bersak, do you have any further
questions for the wtness?
MR. BERSAK: Yes, | do, M.

Chairman. It's probably north of a half an hour.

CHAI RVAN HONI GBERG Real | y?
MR. BERSAK: Yes. So | see

you're | ooking at the clock, and that's ny questi on.

120
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Do we stop for lunch, or do we press on?

CHAI RMVAN HONI GBERG I think it
probably makes sense to break now. And you'll be
carefully | ooking at your notes to see which of the
foll owup questions you plan -- you can carve out so

you can keep yourself south of 30 m nutes. But |

understand. You do what you need. | was just
j oki ng.

So we'll take a lunch break. W
wll conme back at... let's see. It's 12:37 now.

We'll cone back at 1:45. W w || adjourn.

(Lunch recess was taken at 12:37 p.m)

(Thi s concl udes the Morning Sessi on of
Day 1 regarding DE 14-238 & DE 11-250.
Pl ease note that the Afternoon Session
i's being provided under separate cover

so desi gnated.)
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