DE 02-007

GraNI TE STATE ELECTR ¢ CavPANy
Transition Service Ofering
Prehearing Conference O der

ORDER NO 23 937

March 18, 2002

APPEARANCES: Seth Shortlidge, Esquire, of Gallagher,
Cal l ahan & Gartrell, for Granite State El ectric Conpany;
Andrew Katz for Constellation Power Source; M chael G aino for
t he Business & Industry Associ ation; Janmes Rodier, Esquire,
for Freedom Energy; Wnn Arnold, Assistant Attorney General,
of the New Hanpshire O fice of Attorney General, for the
Governor’s Ofice of Energy & Community Service; Kenneth
Traum of the O fice of Consumer Advocate, for New Hanpshire
rat epayers; and Lynmarie Cusack, Esquire, for the Staff of the
New Hanpshire Public Uilities Conm ssion. Also requesting
interested party status only, Gerald Eaton, Esquire, for
Public Service of New Hanpshire.

| . PROCEDURAL HI STORY

On January 15, 2002, Granite State Electric Conpany
(GSEC) filed with the New Hanpshire Public Utilities
Conmmi ssi on (Conm ssion) a request for an extension and/or
nodi fication of its transition service offering. 1In the
filing, the Conpany presented the Comm ssion with two
alternatives for service to customers remaining on transition
service at the expiration of the current transition service
offering. The alternatives are explained in the letter filing

and the testinmony of GSEC representatives.
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Currently, GSEC s transition service offering is
slated to expire, as provided in its restructuring settl enent
agreenent, on June 30, 2002. The settlenment agreenent
indicates that at the term nation of the original transition
service, transition service 1 custoners will be assigned to
the alternative suppliers servicing the transition service
| oad or their designated retail marketer. Also, GSEC, in its
whol esal e supply contract with Constell ati on Power Source,

Inc. (Constellation), agreed to allow Constellation to receive
retail assignnment of all transition service 1 custoners
meeting certain requirenents no later than 60 days prior to
term nation of the contract. No provision or contractual
obligation provides for the simlar treatnment of transition
service 2 custoners; i.e those custoners taking service after
July 1, 1998.

The Conpany’s two alternatives for extending
transition service are based on its statutory and contract ual
obligations. The first alternative (Alternative One) provides
t hat, upon term nation of the current transition service, al
transition service 1 custoners who have not selected a retail
supplier will be assigned to Constellation. |If Constellation
chooses not to provide the service to those customers or the

custoners do not neet the prerequisites necessary to receive
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direct retail assignnment, it is proposed that, effective July
1, 2002, those transition service 1 custonmers will be supplied
t hrough GSEC s default service. Alternative One al so provides
that all transition service 2 custoners will be supplied

t hrough default service. Lastly, the Conpany indicates it

will continue to procure default service through six-nonth
conpetitively-bid whol esal e supply contracts.

The second alternative (Alternative Two) provides
for an extension of GSEC s transition service through May 1,
2006, pursuant to RSA 374-F:3,V(b). The Conpany suggests that
in this alternative all custoners, including transition
service 2 custonmers who have not selected a conpetitive retail
supplier, will be supplied through a GSEC contract the Conpany
has negotiated with Constellation. |If Alternative 2 is
sel ected by the Conmm ssion, the Conpany asserts that
Constell ation has agreed to waive all retail assignnent rights
to custoners it may have had under the existing whol esal e
supply contract.

The Conpany has al so proposed to offer two prograns
to assist in the devel opment of a conpetitive retail nmarket in
its service territory. The Conpany asserts that the prograns
wi Il provide conpetitive suppliers with routinely updated

custonmer lists to assist in the marketing efforts.
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On February 12, 2002, the Conmm ssion issued an Order

of Notice establishing a Prehearing Conference, which was held
at the Comm ssion on March 5, 2002. On February 14, 2002, the
O fice of Consumer Advocate (OCA) filed its intent to
participate in this docket. Constellation, the Business and
| ndustry Association (BIA), Freedom Energy, and the Governor’s
O fice of Energy and Community Service filed notions for
intervention. At the Prehearing Conference, Public Service
Conpany of New Hanpshire expressed its desire to nonitor the

case.

1. PRELI M NARY POSI TI ONS OF THE PARTI ES AND STAFF
A Granite State Electric Conpany

As di scussed above, GSEC proposes two alternative
treatments of transition service custonmers comrencing on June
30, 2002. GSEC expressed that it has no preference as to
either of the alternatives. GSEC avers that it understands
both its contractual and settlenment agreenent requirenents and
is fully capable of transferring transition service custoners
to Constellation as required by its contract and the
settl ement agreenent. GSEC represents that, based upon
di scussions with other parties, there may be sone public
interest in the Conpany continuing to provide transition

service. Therefore, GSEC has negotiated with Constellation a
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second alternative which allows it to continue to provide

transition service through April of 2006.
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B. Constel | ati on Power Source, Inc.
Constellation is an integrated energy conpany that
has been in business for 180 years and clains to have
ext ensi ve experience serving the energy needs of New Engl and.
It is the whol esale origination, marketing, and risk
managenent arm of Constellation Energy Group. It avers that
it is financially stable with the willingness and expertise to
serve the energy needs of custonmers in New Hanpshire.
Constel |l ati on does, however, prefer Alternative Two and
believes that this alternative will best serve New Hanpshire
consuners by giving a fixed price, which would provide rate
stability and predictability in the current nmarket
environment. Constellation believes this alternative to be in
the public interest and will provide a benchmark for
conpetitors in the transition to conpetition.
C. Busi ness & I ndustry Associ ation
The BI A has asked for intervention in the docket and
indicated that it has reviewed the two alternatives in this
docket and prefers Alternative Two.
D. Freedom Ener gy
Freedom Energy has al so asked for intervention in

the docket. It clains that presently there are no viable
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conpetitive suppliers in New Hampshire for the small business
and residential custonmer. Freedom Energy also states it has a
mar keting alliance with TransCanada Power Market, which
supplies electricity to the |l argest custoners in Mine,
Massachusetts, and Rhode Island. It has the expertise and
cost efficiency to sell electricity in New Hanpshire.

However, conpeting agai nst default service is difficult. The
conpeting marketers, as argued by Freedom are basically
purchasing the sane electricity as the whol esal er, but they
incur billing costs, enrollment costs and credit risk
concerns. Freedom Energy believes it is probably in the
public interest to continue transition service to residenti al
custoners. However, there are marketers that are ready,
willing and able to service the |arge custoners.

According to Freedom extending transition service
for all custoners for an additional four years could have
serious ram fications on the transition to conpetition in New
Hampshire. Freedom argues that the consequence of Alternative
Two is that a custoner is locked in if the rate is not
favorabl e, and a conpetitive supplier cannot conpete. Freedom
notes, therefore, that over the next four years, conpetitive
suppliers will be hesitant to enter the New Hanpshire market

due to the uncertainty of the market, the overhead costs
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(billing and enroll ment), and other risk factors that
Constel |l ati on does not need to consider.

E. Governor’s O fice of Energy & Comrunity Service

GOECS has no initial position in this docket. It

does, however, have sone questions and concerns which it
bel i eves may be addressed in discovery. For instance, GOECS
is interested in | earning how the 2006 date was determ ned,
why such a | ong extension of time was requested, and whet her
any consi deration was given to allow ng the Conm ssion nore
flexibility inits policy alternatives now being considered by
t he Legislature, including green power options. GOECS is
concerned with protecting smaller custonmers froma premature
mar ket and exploring alternatives that have the best policy
for enhancing conmpetition in New Hanpshire. GOECS is also
interested in pursuing a possibility of a “green transition”
al ternative.

F. O fice of Consunmer Advocate

The OCA agrees with the position of GOECS. In

addition, it is concerned that under the current state of
affairs, there is no residential choice, and the OCA is not
optimstic that there will be a choice for the residenti al
customer in the near future. The OCA prefers Alternative Two,

with sonme adjustnents.
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G St af f

Staff believes that it is appropriate to continue
transition service at this time. Staff does, however, have
sone questions regarding the length of tine proposed by GSEC.
Staff believes that extending the transition period to 2006 is
too long a tinme. Staff believes there is nost likely a md-
point to be negotiated that would satisfy all parties.

Staff al so pointed out that in October 2000, when
t he Comm ssion extended transition service for GSEC t hrough
June 2002, it indicated that it had concerns that the nmarket
was not sufficiently developed to a point where custoners
woul d have alternatives. Staff has those same concerns today.
Staff believes that once the supplier registration rules are
adopted and definite regulations are in place, additional
suppliers nmay be attracted into the state.

Staff recommends an expeditious schedule for this
docket, but one that accommopdates di scovery. Staff seeks to
eval uate whet her the assignment of custonmers to Constellation
is appropriate without GSEC all owi ng other conpetitive
suppliers an opportunity for such assignnents. Staff has
concerns regarding pricing issues and the effect of either

alternative on devel oping a conpetitive market in the state.

L1 PROCEDURAL SCHEDULE
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Fol l owi ng the Prehearing Conference, the Parties and
Staff met in a Technical Session and agreed upon the foll ow ng
schedul e, which was submtted to the Comm ssion by letter from
Staff dated March 6, 2002.
Dat a Requests fromthe Parties to the Conpany 03/11/02

Dat a Responses fromthe Conpany

and Constell ati on Power 03/1
8/ 02
Techni cal Sessi on 03/ 22/ 02

Techni cal Session/ Settl enent Conference

04/ 03/ 02
Settlement Agreenent to be filed 04/ 09/ 02
Testimony (if any) 04/ 16/ 02
Heari ng 04/ 18/ 02

| V. PREHEARI NG DETERM NATI ONS

In addition to the issues identified by the parties,
t he Comm ssion has requested that the parties consider a
possi bl e hybrid approach that would allow for the |arger
cl asses of custonmers to be assigned while the residential
custonmers will remain on an extended transition service.

The Comm ssion has reviewed the Procedural Schedul e
as proposed herein and determ ned that it is reasonable.
Finally, the Comm ssion will grant the pending notions to

intervene, as well as PSNH s request for limted intervention
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to allow themto nonitor the proceedings.
Based upon the foregoing, it is hereby
ORDERED, that the procedural schedul e as proposed
herein is reasonable and is hereby adopted; and it is
FURTHER ORDERED, that the pending notions to
intervene are granted.
By order of the Public Utilities Comm ssion of New

Hanmpshire this eighteenth day of March, 2002.

Thonmas B. Getz Susan S. Ceiger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Debra A. How and
Executive Director & Secretary



