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PROCEEDI NG

CHAI RVAN GOLDNER: Ckay. (Good
afternoon. This is the hearing on the Eversource
proposal made pursuant to a Conmm ssion directive
presented in Order No. 27,022 and filed on July
30t h, 2024, for market-based default service
energy procurenent reforns considered here in
Docket 24-046.

| "' m Comm ssioner Goldner, and |I'm
j oi ned today by Conm ssioner Chattopadhyay. The
Suppl enental Order of Notice regarding this phase
of the proceeding was issued by the Conm ssion on
August 30th -- sorry -- August 23rd, 2024.

Subsequent procedural orders issued by
t he Conm ssion on August 28th, August 30th, and
Sept enber 18th, reschedul ed our hearing in this
matter to today's date, granted the OCA and ot her
interested parties leave to file testinony in
this proceeding, issued a Comm ssion record
request propounded by the Conmpany, and granted
the NRG Retail Conpany's notion to intervene.

Eversource filed its responses to the

Commi ssion record requests, including
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confidential schedul es, on Septenber 10th. The
OCA filed its testinony of Dr. Marc Vatter on
Septenber 13th. And the DCE also filed a
position statenent presented by Attorney Young
regardi ng these matters on Septenber 13th.

The Conpany requests a Comm ssi on
deci sion on this proposal no | ater than Cctober
15th. W only have this afternoon to address
this proposal at hearing prior to Cctober 15th
due to ot her Conmm ssion scheduling conmtnents,
so we need to have a focused and efficient case
presentation format today.

The Comm ssion definitely wants to
hear fromDr. Vatter at today's hearing on the
stand; however, we may wi sh to take up the
substance of Dr. Vatter's recommendati ons and
t hose points discussed in the DOE position
statenent at a later date, after rendering a
deci sion on the discrete proposals made by
Eversource on July 30th. W also wish to give
scope to the parties for brief closing
statements.

In light of this, we'll adopt the
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order of w tnesses approach presented by the
Conpany in its Septenber 16th filing. First
we'll hear fromthe Conpany panel of Ms. Chen and
M. Littlehale, followed wth a brief recess.
W' [l then have Dr. Vatter take the stand for the
OCA.

We note the proposed Exhibits 4 and 5
presented in the Conpany's Septenber 16th |ist.
Al so, the Comm ssion w shes to assign hearing

Exhi bit 6

- 6 to the Conpany's data request
responses filed on Septenber 10th with the
Conmm ssi on.

W will take sinple appearances from
the parties nonentarily. We will ask each party
to indicate whether they have any objections to
t hose proposed exhibits.

Ckay. We'll now take appearances from
the parties, beginning with the Conpany, asking
i f anyone has any objections to the proposed
exhi bits.

MR. WESNER  Good afternoon
M. Chai rman, Comm ssi oner Chattopadhyay. David

W esner representing Public Service Conpany of
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New Hanpshire, doing busi ness as Eversource
Ener gy.

Carifying question. Exhibit 6 would
be all four request responses; is that correct?
CHAl RVAN GOLDNER:  Correct.

MR WESNER  That's fine with us.
And you nentioned the order of wi tnesses. W had
t hought that it m ght make sense to have our
W t nesses address the Conpany's proposal to
expand direct whol esal e nmarket participation for
default service procurenent at this tine, and
then let M. or Dr. Vatter -- |I'mnot sure what
the preference is -- to take the stand and
explain the OCA's proposal. And then have our
W tnesses, in particular, M. Littlehale, cone
back and speak to that proposal.

So that's sort of a hearing within a
hearing, if you will, but, to us, | think that
made the nost sense, and |I'm hopeful we can do
that in an efficient way that doesn't keep us
here | ate.

CHAl RMVAN GOLDNER: W have the

advant age of having a simlar hearing this
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nmorning, and so | think we'll find that the
proposed second round i s unnecessary for

M. Littlehale, given OCA s proposal which,
think, we all -- we, at |east the Comm ssioners,
under st and.

So we can -- we could hold off on that
request, Attorney Wesner, and -- and consider it
later. But | think, at this point, we could
probably go with the Eversource w tnesses and
then Dr. Vatter, and then wap up.

MR. WESNER. So woul d the expectation
be, then, that our w tnesses woul d not address
t he OCA proposal today; is that --

CHAl RMVAN GOLDNER: That's correct,
based -- based on the, sort of -- what | would
call the maturity of the proposal, neaning that
the parties really haven't had a chance to really
fully vet it and have a deeper conversati on,
whi ch we tal ked about this norning.

MR. WESNER We had prepared as well
Some cross-exam nation --

CHAl RMVAN GOLDNER:  For sure, we would

want to do that. Yes. Yes, absolutely.
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We just wouldn't need the second round
of W tnesses.

MR WESNER: GOkay. | think we can
accommodat e that.

CHAl RVAN GOLDNER:  Okay. Yes. But
for sure, we would want to hear the cross today,
yeah.

Ckay. Very good. |Is NRG here today?

Ckay. NRG is not here today.

W'l nove to the Ofice of the
Consuner Advocat e.

MR. KREI'S: Good norni ng,

M. Chairman. |'m Donald Kreis, the Consuner
Advocate, here on behalf of the residential
custoners of this utility. W have no objections
to Exhibits 4 or 5 being entered into evidence.

| don't think I have any objections to Exhibit 6
being entered into evidence either.

| do have comments on the coll oquy you
had with Attorney Wesner, though. | think -- |
guess, if you recall fromthe norning s hearing,
| asked the witnesses fromthat utility if they

had any response to M. Vatter's testinony, and
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their answer was, essentially, no, we haven't
really read it very carefully. W aren't really
in a position to conment.

Apparently, fromwhat M. Wesner just
told you, these witnesses are in a position to
comment, and, frankly, | was planning on asking
them the sanme question, and it sounds |ike the
answer they're going to give is gonna be a | ot
nore substantive than what the w tnesses for the
utility did.

We presented a proposal -- first, we
asked the Conm ssion for |eave to present --
well, first, we were told several nonths ago that
our concerns about the proposed changes to the
procur enent net hodol ogy were premature, and that
they would be ripe for consideration at this
hearing and the other two hearings that are
conparable to it for the other two utilities.

So we decided to submt testinony with
what we consider an alternative to default energy
service. And we asked for |leave to file the
testimony. The Conmm ssion said yes. The

Commi ssion then said, and you can have sone --
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the other parties can have sone tinme to conduct
di scovery.

There hasn't been any. And so now
everybody seens to just assune that what we filed
was just sone sort of trial balloon. But we
don't consider it a trial balloon. And if the
ot her parties and the Conm ssion just want to
say, well, no, or not now, you are potentially
opening this proceeding up to a notion for
rehearing fromthe O fice of the Consuner
Advocate, if everybody just kind of shrugs and
doesn't consider what we asked the Conmm ssion to
approve.

CHAI RMAN GOLDNER: | think there's a
distinction worth, at this point, nmaking, which
was, Attorney Wesner's suggestion was that his
W t nesses take the stand again after the OCA
The suggestion fromthe bench was that that is
unnecessary between cross and direct testinony.
W can get everything that we need on
Dr. Vatter's testinony and the w tness testinony
in the normal course. That's the distinction.

MR, KREIS: |'mhappy to handle it
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that way, if that's your pleasure, M. Chairnman,
| don't know what the Eversource

W thesses are going to say, when | ask them what

their evaluation of M. Vatter's testinony was,

so | guess I'Il -- I"Il be surprised along with

everybody el se.

CHAI RVAN GOLDNER:  Yes. Ckay. So |
just wanted to nake sure everyone was okay wth
t he process, because all |'m suggesting is we go
through it in the normal course, as opposed to
bri ngi ng Eversource w tnesses back at the end.
That's the only distinction. No limts on
guesti ons.

The conment before, Attorney Kreis,
may have been nore on specificity. Dr. Vatter
said, both in his testinmony and this norning,
which | know is not this docket, was that there
was not a specific proposal; it was nore a
concept that Dr. Vatter wanted to put in front of
t he Comm ssion and the parti es.

That's the -- the specificity
distinction is the one that | think I'm making.

MR WESNER And I'IIl just add, if |
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m ght, that our wi tnesses are prepared to give
their, sort of, prelimnary reaction to the
proposal and their prelimnary thoughts, but we
-- we haven't had a lot of tine to fully evaluate
it, and | think you suggested you heard sonet hi ng
simlar fromLiberty this norning, so |l -- for
what's that worth.

CHAl RVAN GOLDNER:  Ckay.

MR WESNER: | guess we'll just see
how it goes.

CHAl RMVAN GOLDNER:  Yeah, let's see how
it goes, and at the end, if there's a need for
addi ti onal testinony, we can certainly -- we can
certainly consider -- consider that.

Anything el se, Attorney Kreis, before
| nove to the Departnent?

MR. KREI'S: Nothing for ne.

CHAIl RVAN GOLDNER:  Okay. Thank you.

W'l nove now to the New Hanpshire
Depart nent of Energy.

MR. YOUNG  Thank you, M. Chairnman.
My nanme is Matthew Young on behalf of the

Departnment of Energy. |'mhere with Elizabeth
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Ni xon, who is the Director of the Electric
Di vi si on.

We have no objections to any of the
three -- | believe three proposed exhibits, and
no further comment. Thanks.

CHAIl RVAN GOLDNER:  Thank you. Ckay.
So let's nove on to Eversource's w tnesses. One
at a time. Could you please state your nane for
t he record.

M5. CHEN. Yi-An Chen.

MR. LITTLEHALE: Parker Littlehale.

CHAl RVAN GOLDNER:  And coul d you rai se
your right hands and reply one at a tine.

(Wher eupon, YI-AN CHEN and

PARKER LI TTLHALE were duly sworn

by Chairman Col dner.)

CHAl RVAN GOLDNER:  Thank you. The
W tnesses are ready for direct.

MR. WESNER  Thank you, M. Chairman.
And | will try to keep these prelimnaries brief.

DI RECT EXAM NATI ON
BY MR W ESNER

Q And so | will start with M. Littlehale and ask
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I f you can pl ease state your nane and your -- and
the title of your role at Eversource for the
record.

(Littlehale) M nane is Parker Littlehale, and |
am a Manager of Whol esal e Power Supply in the

El ectric Supply Departnent of Eversource Energy.
And what are your responsibilities in that role
W th the Conpany?

(Littlehale) | oversee the process required to
fulfill power supply requirenent obligations of
PSNH, i ncluding overseeing solicitations of the
conpetitive procurenent of power for energy
service and supervising the fulfillnment of

rel ated renewabl e portfolio standard obligations.
And have you previously testified before this
Conmi ssi on?

(Littlehale) Yes, | have testified in prior
energy service rate adjustnent dockets.

Did you file testinony on July 30th, which has
been marked for identification as Exhibit 4?
(Littlehale) Yes, | did.

And was that testinony prepared by you or at your

direction?
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(Littlehale) Yes, it was.

Do you have any changes or updates to nmake at
this tinme?

(Littlehale) No, |I do not.

And do you adopt your testinony today as it was
witten and fil ed?

(Littlehale) Yes, | do.

And now turning to Ms. Chen. Again, for the
record, would you please state your nanme and your
title and role with Eversource?

(Chen) Sure. M nanme is Yi-An Chen, and |I'm
Director of New Hanpshire Revenue Requirenents.
And what are your responsibilities in that role?
(Chen) | amresponsible for the coordination and
I npl enentati on of revenue requirenents

cal cul ation and regulatory filings, such as,
energy service for the Conpany.

Have you previously testified before the
Conmmi ssi on?

(Chen) Yes, | have testified in a nunber of

di fferent dockets.

And did you file testinony on July 30th, which

has been marked for identification as Exhibit 47?
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(Chen) Yes, | did.

Do you have any changes or updates to nmake to
that testinony?

(Chen) No, | do not.

And that testinony was prepared by you or at your
direction; is that right?

(Chen) Yes.

And do you adopt your testinony today as it was
witten and fil ed?

(Chen) Yes, | do.

And I'Il turn back to M. Littlehale and ask if
you coul d provide a brief sunmary of the
Conpany's proposal to expand its procurenent of
energy supply to increase direct participation in
the 1 SO New Engl and whol esal e mar ket s?
(Littlehale) As directed by the Conmm ssion, we
devel oped a proposal to expand direct
participation in the 1 SO New Engl and whol esal e
mar ket for the default service supply
procurenment. W are proposing to procure 30
percent of small custonmer group and 100 percent
of large custonmer group |oad requirenments

directly through | SO New Engl and.
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The Conpany is proposing 30 percent
for the small custoner |oad, because 30 percent
conplied with Order No. 27,022. As nentioned in
previ ous hearings and testinmony, |SO New Engl and
mar ket - based procurenent shifts risk from
whol esal e suppliers to custoners. The initial
change to serving 12.5 percent of small custoner
group | oad through direct |1SO New Engl and mar ket
partici pati on has been happening for |ess than
two nonths, and the inpacts of that change are
not yet fully known.

The Conpany believes that any further
increase in the I SO New Engl and mar ket - based
procurenents beyond 12.5 percent should be done
in a gradual and prudent manner, allow ng
additional time and data points to accunul ate
that wll enabl e stakehol ders to understand the
benefits and costs nore fully.

Moving to | SO New Engl and mar ket - based
procurenments for 12.5 -- 12.5 percent for smal
custonmer group | oad for August 2024 through
January 2025, followed by 30 percent for the

February 2025 through July 2025 rate peri od,
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achi eves that increnental and prudent objective.

The remai ning 70 percent of small
custoner group load will be supplied by whol esal e
suppliers selected through a conpetitive
solicitation process for five tranches of 14
per cent.

As | have said before, it is inportant
to note that the future is highly unpredictable,
and energy markets remain volatile. Should
future spot narket-based costs cone in higher
than the sel f-supplied proxy rate set in advance
of the rate period, it would result in an
under-col l ection that woul d necessitate cost
recovery fromcustoners through a successive rate
period reconciliation.

Thi s dynam c can be seen in RR- 0304,
Page 5 of 10. The August 2021 through January
2022 rate period saw hi gher spot market prices
than the accepted rate fromsuppliers. You can
see 9.4 cents versus 8.4 cents per kilowatt hour.

It is also worth nentioning that the
8.4 cents per kilowatt hour is the default

service rate that was based on full requirenents
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wWith third-party suppliers and not necessarily
the self-supplied proxy rate that will be
utilized going forward when serving | oad through
spot market costs.

If the self-supply rate for August
2021 through January 2022 had been based on the
sel f-supply proxy rate nethodol ogy as directed by
the Commi ssion, then the 8.4 cents would actually
have been | ower than quoted in that table.
And, M. Littlehale, you nentioned proxy prices.
Coul d you briefly describe how t he Conpany pl ans
to prepare proxy prices to be used in the energy
service rate calculation with respect to the
sel f-supplied portion for snmall custoner and
| arge custoner group | oad?
(Littlehale) As directed by the Conmm ssion, we
wll calculate a proxy price for the market-based
procurenent portion as the average of the
four-year rolling average of the | SO New Engl and
mar ket prices in New Hanpshire | oad zone, with
the future prices for the upcom ng six-nonth
energy service period for | SO New Engl and. The

six nonthly proxy prices would then be averaged
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on a | oad-weighted basis to calculate a single
sel f-supplied proxy price.

It is worth nmentioning that NYMEX
recently announced that as of August 24th, 2024,
t hey have di sconti nued publishing their power
mar ket forward data, including its | SO New
Engl and forward market pricing data.

We are currently eval uating
alternative sources, such as OIC d obal and/or
Amerex, but given this recent announcenent from
NYMEX, we will have to use an alternative data
provi der for power market forward prices.

Thank you, M. Littlehale.

["I'l turn nowto Ms. Chen. Could you
pl ease descri be how the Conpany plans to recover
its costs of energy service supply and
procur enent ?

(Chen) Yes. The Conpany does not propose any
nodi fications to the current effective cost
recovery methods for energy service.

Under the current nethodol ogy, the
Conpany recovers the costs of providing energy

service by charging custoners a rate that
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reflects its procurenent costs.

| f the energy service revenue
collected is over or under the cost of
procurenent, the cost -- the over- or
under-recovered bal ance is then collected through
the reconciliation adjustnment factors for small
and | arge custoners.

In regards to -- M. Littlehale noted
earlier on the potential |arge under-recovery
that can result fromthe Conpany's starting | oad
in the spot narket and the use of a proxy price
to set rates in advance. | wll also note that
i ncreases in spot nmarket purchases will also tend
to increase the Conpany's related working capital
requi renents due to the shorter and nore frequent
timefranmes for settlenment and paynent that apply
in the |1 SO New Engl and mar ket s.

And if the Comm ssion believes that
t he Conpany shoul d serve 30 percent or nore in
t he spot narket, the Conpany believes a
non- bypassabl e charge should be utilized for
t hose over- or under-collections, including any

associ ated cash working capital requirenents.
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In the recent order, the Conm ssion
directed the Conpany to prepare and file a
proposal for integration of the reconciliation
adj ust ment factor charges into collection through
the stranded cost recovery charge, the SCRC.
However, that change in recovery has not yet been
approved or devel oped for filing yet, as the
filing is due in Novenber of this year.

Q Thank you, Ms. Chen.

Consistent with the discussion that we
had at the outset of this hearing, | will not ask
you questions about the Conpany's prelimnary
views of the Consuner Advocate's proposal, but
ot hers may have questi ons.

MR. WESNER: So | have no further
guestions on direct, M. Chairmn.

CHAI RMAN GOLDNER:  Thank you. We'l|
nove to cross, beginning with the New Hanpshire
Depart nent of Energy.

MR. YOUNG Thank you, M. Chairman.

CRCSS- EXAM NATI ON
BY MR YOUNG

Q My first question, | think, is to M. Littlehale.
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| think you just nmentioned this. Did you say
NYMEX is no | onger publicly publishing their --
the data points?
(Littlehale) That's correct.
So now, is it through a subscription-based nodel ?
(Littlehale) Yeah. W have always accessed the
NYMEX t hrough a third-party data supplier. W go
t hrough S& d obal, and they recently sent out an
announcenent that those NYMEX prices are no
| onger avail able. They have been di sconti nued.
So we have sone alternative data
providers that we're famliar with and we' ve used
to supplenent in the past. And part of it's
worth nmentioning to ensure that all stakehol ders
are aware, but we al so understand that, in the
Conmi ssion order around the establishnment of the
proxy price, NYMEX was specifically referenced,
and we just want to ensure that, again, folks are
aware, and we'll have to use an alternative
forward provider noving forward.
Thank you. Ms. Chen, | believe you referenced
the financial inpacts of the increased

settlenents with I SO and, | guess, how that could

AVICORE Reporting & Video
15 Congtitution Drive, Suite 1A, Bedford, NH 03110 * (603) 666-4100



10

11

12

13

14

15

16

17

18

19

20

21

22

23

25

| npact the Conpany's cash working capital.

Has the Conpany had a chance yet to
kind of look into the inpacts? | know it hasn't
been very |ong, but --

(Chen) No. So | believe we also noted that in
our testinony on -- submtted on July 30th, that
the Conmpany will review that in nore detail prior
to the next filing, and then al so read anythi ng
that's -- that cones out of this hearing or
subsequent orders, if any.

So, if the -- | guess, has anyone rai sed any
concerns to date then, red flags, anything like

t hat ?

(Chen) Can you define a little bit nore on the
concerns it reflects?

Sure. | guess the previous nodel had the Conpany
provi di ng paynents to the supplier once a nonth.

| believe now there's two paynents per week going
to I SO New Engl and. And | guess the Depart nent
Is just interested in understanding how that is

I npacting the Conpany's cash working capital and
how it mght, | guess, noving forward; if there's

been any issues that have cone up since the
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Conpany started doing this.

(Chen) M understanding with -- dependi ng on
what cones out of this hearing, there could be a
little bit nore paynent frequency required for
the |1 SO New Engl and-rel ated charges. So that is
why, in ny earlier testinony, | noted that there
coul d be nore cash working capital requirenents,
dependi ng on what is ordered by the Conm ssion.
Ckay. And | believe, Ms. Chen, you also

di scussed briefly the reconciliation. It
doesn't -- | believe you said that reconciliation
peri ods woul dn't change. Has the Conpany

consi dered naybe a nore frequent reconciliation
request in the event of, you know, changes to
energy prices over the year, just in order to, |
guess, mtigate any under- or over-collection?
(Chen) For -- | appreciate the question. So in
terns of the reconciliation, it's really nore of
a timng issue, because, ultimately, we are
conparing the actuals that we are seeing versus
the forecasted revenue and al so procurenent
costs, plus sone other energy, and then come up

with a reconciliation factor, plus the
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f orwar d- 1 ooki ng cost and coll ections, and conpare
t he two.

So it's -- the way that | can answer
this questionis we -- if we are ordered to do
this nore frequently, we can certainly inplenent
that. Just keep in mnd that, ultimately, it's
just really a timng issue, and the Conpany
really has not done this exercise, because we
believe, ultimately, it's not, like, harm ng the
custoners or the custoners can benefit fromit
ot her than probably just the nonthly -- well,
whet her or not they see the nonthly changes or
nore frequent changes, so it's nore of
adm ni strative type of differences that we are
seei ng.

Ckay.

(Chen) And if | also can add, frequent changes
to the rates can al so cause confusion to the
custoners. Mself, as also a custoner, so | can
appreciate that if | know ahead of tine what is
nmy schedul e going be |ike; whereas, if | have to
constantly look into the market and conpare

different suppliers, and based on the different
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rate that had been set nore frequently, it would
be nore troubl esone for nyself.
MR. YOUNG Thank you. | appreciate
t hat thoughtful answer.
M. Chairman, | think that is all from
the Departnent. Thank you.
CHAI RMAN GOLDNER:  Thank you, Attorney
Young. W can nove now to the Ofice of the
Consuner Advocate for cross.
MR. KREI'S: Thank you, M. Chairnman.
I think I'"lIl pick right up where we just |eft
of f.
CROSS- EXAM NATI ON
BY MR KREI S:
Q Ms. Chen, | heard you use a word that always sets
of f ny antenna during your direct testinony, and
t hat was "non-bypassable.” That word doesn't

appear anywhere in your pre-file testinony, does

it?

A (Chen) It was not in this -- in the testinony

subm tted on July 30th, but it was extensively
di scussed t hroughout this docket in multiple

settings.
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Ext ensi vel y di scussed t hroughout this docket in

which nmultiple settings?

(Chen) | believe it was in a hearing previously
that it was di scussed. And then, also, | believe
in the order -- the Commssion's order, it was

al so referenced.
So | just want to nmake sure | understand what the
Conpany is asking the Comm ssion to approve
today. Are you asking the Comm ssion to approve
a recovery nechani smthat nakes any
under-recovery of default service recoverable
t hrough a non-bypassabl e charge to be paid by al
custonmers rather than just custoners taking
default service?
(Chen) W are not naking any nodifications to
our currently approved net hodol ogy of the default
energy service rate cal cul ati on today.

The testinony that | referenced
earlier was sinply to address the -- what
M. Littlehal e has not ed.
So | guess where I"'mhaving a little trouble
understanding is, if -- if recovery of

under-recoveries in default service are going to
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be non-bypassable, then | don't understand how
nore frequent true-ups of default service under-
or over-recoveries are just atimng issue. It
seens to ne that has a substantive inpact on
custoners, especially those who will be asked to
cover these under-recoveries.
(Chen) I'msorry. I'mnot sure | fully
under st ood your questi on.
Well, is it really just a, quote/unquote, timng
I ssue? Doesn't it have sone substantive inpact
on custoners, or at |east some of then?
(Chen) | do not see it that way, though. If we
are not changi ng the nethodol ogy for default
energy service calculation as of today, | do see
that is really just a timng issue.
| think 1"'mgoing to switch over to
M. Littlehale.

M. Littlehale, in your direct
testi nony, you nentioned that we are just a
little ways into the current six-nonth
procurenent period, and it is, as you al so
menti oned, the first procurenent period in which

Eversource is relying, to a limted extent, on
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the spot nmarket to neet its default energy
service load. And you said that the inpacts of
that are not yet fully known.

So ny question, maybe it's obvious,
Is: To what extent are the inpacts known, given
they're not fully known? |In other words, is
there anything we can say yet about the
experience of relying for the -- relying on the
spot nmarket to the tune of 12.5 percent for the
smal | custoner class?
(Littlehale) To answer that question
effectively, we won't know until the conpletion
of the six-nonth rate period if utilizing a 12.5
sel f-supply saves custoner dollars or not.
So we don't know anythi ng about that yet?
(Littlehale) What we know to date so far, with
roughly six to seven weeks' worth of data, is
that the underlying whol esal e market costs are
comng in |lower than the self-supply proxy rate.

Now, it's inportant to note that the
sel f-supply proxy rate is a wei ghted-average,
si x-nmonth cal culation that's uniformover the six

nont hs, which bl ends, you know, higher-priced
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nont hs and | ower-pri ced nont hs.

So even if we're trending towards an
over-coll ection, which neans dollars would be
returned to custoners through six or seven weeks,
that doesn't nean that's where we're going to end
up, especially as we head towards the w nter,
hi gher - pri ced nont hs.

So any further discussion or further
read off six or seven weeks of data is premature,
I n ny opinion.

"' mnot going to push back against that at all
except to say that that's an interesting answer,
given that there were sone -- there was at | east
one OP4 capacity deficiency event during August,
whi ch m ght suggest the opposite. And | guess
"' m wonderi ng whet her you thought -- or why it is
that those anomalies in August didn't lead to an
upward pressure on the market part of default
ener gy service?

(Littlehale) | believe you're referring to the
event that took place on August 1st?

Yes.

(Littlehale) And there was a price spike that
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day. | think we have to recognize that that
occurred, and those things have happened in the
past, and it's been our testinony that these
things will happen in the future. But that
doesn't necessarily nean that just because there
was a one-day pricing spike event, that -- you
know, that the whol esale -- underlying whol esal e
mar ket costs will conme in higher than the
self-supply proxy rate. It's a one-day data
poi nt .

That nmakes sense. O at least | have no basis to
further badger you about that subject.

You al so testified that Eversource
favors a -- a -- I'mtrying to think of the right
word here. You testified that Eversource favors
an evolution in the way that you procure default
servi ce, nmaking those changes in a gradual and
prudent manner. So you proposed noving fromthe
current 12.5 percent to 30 percent.

I f you had not been asked or directed
to propose at |east 30 percent, what would you
have done in the interest of naking sure that

what ever changes we adopt are, in fact, done in a
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gradual | y prudent manner?
(Littlehale) That's a hypothetical question.

The Conm ssion ordered us to cone up
with a self-supply proposal of at |east 30
percent self-supply, and that's what we've done.
Ckay. But | did ask you a hypothetical question
hopi ng that you woul d answer it.
(Littlehale) | don't have an answer to that.
Why not ?
(Littlehale) Because we're dealing with the
facts that are in front of us, and the facts that
are in front of us is we had to conply with the
Conmm ssi on order of creating a self-supply
proposal of at |east 30 percent for snall
custoners and justify why we have selected the
percentage that we did. And it's our opinion
that our testinony that we filed on July 30th and
the points that we're making today conplies with
t he Conmm ssion order.
W heard testinony this norning fromlLiberty
Uilities about their proposal to mgrate, for
their small customer class, to a nodel that calls

for a 50 percent reliance on the spot narket, and
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they justified that by basically saying it's sort
of a one-for-one hedge, and they found sone |ogic
to that.

What do you think of that idea?
(Littlehale) | was not at the Liberty hearing.
| cannot coment on that.
Have you had an opportunity to revi ew what has
been marked for identification as Exhibit 5?2 |'m
referring to Dr. -- or M. Vatter's testinony.
(Littlehale) Yes, | have.
And do you have an opi ni on about whether that
presents a viable alternative for default service
procur enent ?
(Littlehale) So our perspective is the --
M. Vatter's testinony highlights two main risks
fromour perspective. The first is volune risk.
And that is the nmegawatt hours that are procured,
whi ch can be nore or less than the ultimte
default service |load for the future rate period,
whi ch, under M. Vatter's proposal, is three
years from now.

The second major risk is price risk,

which is associated with the purchase price
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expressed in dollars per nmegawatt hour, which can
be nore or less than the ultimte spot market
clearing price during the relevant future rate
peri od.

So these risks are typically borne by
t he whol esal e suppliers. And under the OCA' s
proposal, these risks are shifted fromthe
supplier to the utilities. And in review ng the
testi nony, one thing that we focused on was what
is the financial obligation of entering into a
t hree-year forward purchase as recommended by the
Dr. Vatter testinony.

So we | ooked at future prices, which
change daily. But |ast week, future prices for
t he August 2028 through January 2029 period
averaged about $60 a nmegawatt hour. So for
context, the default service |oad for PSNH for
2023 was 3 mllion nmegawatt hours. So if the
Conpany were to enter into a conmmtnent to
pur chase energy three years in advance -- let's
say it's a mllion negawatt hours, so that's
roughly a third of our default service |oad for

2023. That financial comm tnent would be

AVICORE Reporting & Video
15 Congtitution Drive, Suite 1A, Bedford, NH 03110 * (603) 666-4100




10

11

12

13

14

15

16

17

18

19

20

21

22

23

37

approximately $60 mllion. And because we
procure for two six-nonth rate periods, we're
tal king something in the $120 mllion range.

And, you know, that's not only a
substantial anobunt of noney, this energy that you
procure on a forward basis is not ful
requi rements or | oad-follow ng energy; and,
therefore, there would be periods where those
hedges exceeded or fell short of satisfying
cust onrer denmand. And the Conpany would be in a
position to either |iquidate, essentially, you
know, purchases above the need, or purchase
addi tional energy if it was short.

So it's a very lengthy docket --
docunent, testinony. It's very conplex. But our
prelimnary analysis is that we do not support a
requi renment to purchase energy three years in
advance of the default service period.

The OCA' s testinony highlights a
period when forward prices were ultinmately | ower
t han spot prices, saving custoners noney, but the
opposite is also true. Future prices can be

hi gher than the spot market. So, from our
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perspective, if custoners want their supplier of
choi ce to execute these types of hedging
strategies, then conpetitive supplier and/or
communi ty aggregation prograns are available to
many, if not all, custoners in this state.

It's not acceptable, fromthe
Conpany's perspective, for the OCA witness to
suggest that if a forecasted | oad does not appear
for any reason, Eversource sharehol ders shoul d
bear the cost of any |loss fromforward market
pur chases that cannot be mtigated by Iiquidating
the position in this spot market. The Conpany is
not being paid to take risk on forward purchases,
and -- as proposed by the OCA and, therefore,
cannot be in a position to bear any risk of
non-recovery. And w thout such a precondition
approval by the Commi ssion, it's our opinion that
the OCA s proposal is unfeasible and
unr easonabl e.
M. Littlehale, could you tell nme exactly where,
in Exhibit 5, M. Vatter proposes that
sharehol ders bear the risks that you were just

descri bi ng?
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MR WESNER In the interest of tineg,
"Il suggest that's to be found on the Bates
pages 19 and 20.
THE WTNESS: (Littlehale) Thank you,
Attorney W esner.
BY MR KREI S:
Q If you could just give ne a nonent.
M. Littlehale, assum ng that the
Commi ssion ultimately doesn't agree wth you,
Wi th respect to that enphatic position that you
just took on behalf of Eversource about the
proposal in Exhibit 5, is it your testinony that
t he Conmpany woul dn't undertake any efforts to
liquidate its positions or mtigate the extent to
which it's on the hook for costs it couldn't

recover?

A (Littlehale) Again, Attorney Kreis, | think

that's a hypothetical question. [It's our
position that we've seen a docunent. W have a
nunber of discovery questions -- or questions
that Attorney Wesner would like to ask

M. Vatter. But what we've seen so far, what the

words say on the paper is -- is a proposal that
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we deem as unreasonabl e and unfeasible for us to
I npl enent as outl i ned.

Q Well, | don't know where you get the idea that
I'"'mnot allowed to ask you hypot heti cal
questions, but | can tell you, as a matter of
law, that that's not correct.

And with respect to the discovery
questions that you just alluded to, are you aware
that the Conpany had an opportunity to pose
di scovery questions of the OCAin this docket?

A (Littlehale) That is ny understandi ng of what
t akes pl ace next, Attorney.

MR. KREIS: Gkay. That's all the
questions | have.

CHAl RVAN GOLDNER:  Okay. We'll nove
now t o Conmm ssi oner questions, beginning with
Commi ssi oner Chattopadhyay.

CVBR. CHATTOPADHYAY: | do not have
any questi ons.

BY CHAI RVAN GOLDNER:

Q Al right. | just have a few

So first, just on the nonenclature

issue, I'Il start with an easy one. The -- the
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realtime market, | think of as the spot market,
and the day-ahead market | call the whol esal e
mar ket. How does Eversource refer to those

respective markets?

(Littlehale) | don't use that sane vernacul ar
that you just outlined. |In many ways, the -- the
day- ahead and the spot market -- I"'msorry -- the

day- ahead and the realtinme market, in nmy opinion,
nmy view, are both the, quote/unquote, spot

mar ket .

Ckay. Go ahead.

(Littlehale) 1In the discovery questions that we
answered on Septenber 10th, we got into sone

di scussi on around the day-ahead market and the
realtinme market, as we understand the differences
bet ween the two.

And -- well, how would you distinguish between

t he nonencl ature, whol esal e market and spot
market? Are those the sane things or different
things? |1'mjust trying to understand and use
the right vocabul ary.

(Littlehale) Yeah, | think they -- in ny

experience, they've been used interchangeably.
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Okay. Thank you.

Ckay. I'mgoing to return to the
wor ki ng capital issue for just a nonent. My
recoll ection was that it was in this docket,
though | didn't go back and check on it, and |
m ght not be recalling. But | renenber, in one
of the three dockets, going through the working
capital calculations and finding that -- that for
bet ween 10 and 20 percent of the |oad, the inpact
on working capital was sub 1 percent, so it was
very small. Cbviously, if we increase the anount
to 30 percent, or what have you, then it would
increase. But | recall it being a very, very
smal | inpact on the Conpany's working capital.

Is that directionally correct, not
goi ng through the detail ed cal cul ati ons, but that
any working capital difference, between 12.5
percent, for exanple, and 30 percent, would be
very small and -- for the overall Conpany's
wor ki ng capital ?

(Chen) W -- so after we received the directive
fromthe Comm ssion, we did |ook at that at a

very high level. And in our testinony filed on
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July 30th, on Bates page 10, we tried to address
that that change woul d decrease from

approxi mately 45 days to around five days. That
reflects nore frequent | SO New Engl and mar ket
settl ement schedul e.

We don't have a specific nunber at
this nonent, but we do see there could be
potentially nore upward pressure on the working
capital if we increase furthernore.
| believe that, based on earlier calcul ations,
that the overall effect is quite small. But what
| heard today was a concern fromthe Departnent
and the Consunmer Advocate that working capita
may be a concern that the Conpany woul d have.

So, | guess, based on that input, |
woul d encourage sone cal culations to see if it's
a material inpact at the Conpany level, if it's
sonet hing that the Conpany woul d seek to change
the working capital calculation on. So that
woul d an encouragenent for the future, | think.
(Chen) Ckay.

Ckay. Okay. So referring back to Exhibit 4

earlier in this docket, Bates pages 7 and 8, the

AVICORE Reporting & Video
15 Congtitution Drive, Suite 1A, Bedford, NH 03110 * (603) 666-4100



10

11

12

13

14

15

16

17

18

19

20

21

22

23

44

Conpany was quite firmin the last hearing on
12.5 percent for the small custonmer group. And
then in this docket, we see 14 percent, five
tranches total, for the remaining 70 percent. So
I"d just like to ask about the explanation or
what the Conpany was consi dering when it

I ncreased from 12.5 percent to 14 percent,
because, again, | remenber -- | think you and |
M. Littlehale, had a conversation |ast tinme
about the 12.5 percent, and what | heard was that
you were confident that that was the right, sort
of, tranche si ze.

(Littlehale) Yeah, so just to, sort of, clarify,
when -- this 12.5 percent is not the 12.5 percent
that was self-supplying. That's the size of each
I ndi vi dual tranche.

Yes.

(Littlehale) Okay? Yes. So as you recall, we
used to have four tranches, and then, at the

hei ght of the volatility, we increased the nunber
of tranches to eight, thereby reducing the
megawatt hours per tranche, and it was -- the

i dea behind that nove was that woul d enabl e the
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suppliers to take less risk on from each
i ndi vidual tranche that they served.

And t hat decision was nade
approxi mately two years ago, and, you know, from
our perspective, that worked out well, and that
hel ped -- you know, one of the many things that
hel ped stabilize the market and get through the
hei ght of the volatility.

Since that point in tinme, significant
megawatt hours have m grated off PSNH Ener gy
Service to primarily community power. So we went
fromserving roughly 4 mllion nmegawatt hours to
-- we're on track for 2024 sonewhere to be about
2.5 mllion negawatt hours. So we're serving
| ess negawatt hours, and, therefore, we think
it's -- the market can withstand a slight
i ncrease in negawatt hours per tranche. And --
and as directed by the Comm ssion, we had to be
at |l east 30 percent self-supply for the rate
period that began -- or begins in February 2025.

So, you know, partly it's -- it's
maki ng the math work out, and partly it's about,

because we're serving | ess negawatt hours, we
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think that the market can handl e that roughly an
extra 1.5 percent per tranche.

Ckay. Thank you. So | went through -- and thank
you for the excellent record request. |I'm

| ooki ng at Record Request No. 4 from Septenber
10th. It was quite clean and easy to read, so

t hank you for the work to do that.

And | went -- | went through those ten
time periods, so five years. And just using the
data in front of ne, |I did a sinple calculation.
And what | got was that if the small custoners,
the residential ratepayers, had been on this

current node of using the spot or whol esal e

mar ket at 100 percent -- just to keep the math
sinple -- | calculate savings of about al nost a
billion dollars over the last five years. | get

$884 million.

Wul d that surprise you? | don't know
I f you' ve done that calculation. [It's in the
spreadsheet, so it's not that hard to cal cul ate.
But would it surprise you to say that the savings
woul d have been about a billion dollars?

(Littlehale) | have not done the cal cul ations,
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but | trust your nath.
So half of that at 50 percent, it would be,
obvi ously, $400-sonmething mllion, and at 30
percent, it would be roughly $300 mllion or $280
mllion. So the savings -- | guess ny point is
that, based on the Record Request No. 4, it |ooks
| i ke the savings here are significant for going
to the spot or whol esal e market.

And | agree with you that there was
one tine period where, in fact, according to the
Conpany's own data -- I'mlooking at -- it's the
tinme period from August of '21 to January of '22,

where there was a slight inversion of about $10 a

megawatt hour. But then, you also have -- it
goes the other direction, as nuch as, | think,
about $120 a negawatt hour. |In the period where

the risk was the highest, we had the greatest
variability in the wholesale rates, and that's
when the extraction of the prem umwas the
hi ghest fromthe third parties.

Wul d you call that a fair sunmary?
(Littlehale) Yeah, | think the data speaks for

itself. Cbviously, this is backward | ooking, but
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It -- it does provide a story that, over the past
five years, the underlying whol esal e market costs
have, you know, nine out of ten tines, cone in

| oner than the accepted rate from suppliers.
Thank you for that sunmmary.

Ckay. Just wrapping up here, just to
make sure this one is covered, can the Conpany
confirmthat if there were to be a failed RFP for
requi renents contracts, that the Conpany has the
capability to go to a full 100 percent narket
procurenent | evel for the six-nonth period for
the smal |l custoner group?

(Littlehale) Yes. Under a failed RFP, we have
the ability to self-supply both small and

cust oner --

And just a quick followup to that. This has
al ways been a discussion, you know, every siXx
nmonths in this hearing room But if the proxy,
for exanple, was $60 a negawatt hour, and the
rates cane in fromthe bidders, and it was
out si de the Conpany's acceptable range -- so
let's say the Conpany did the math, and they

said, well, you know, really beyond $100 a
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megawatt hour, it | ooks unreasonable, and the

bi ds canme in at $150, significantly higher than
the proxy price. Does the Conpany have the
ability to break those proposed contracts, or is
t he Conpany obligated to go with that 70 percent
at that point?

(Littlehale) So if | understand your question,
this would be on bid day, if we had an internal
proxy price of $60 a nmegawatt hour, and bids cane
in at $150 a negawatt hour, for the 70 percent --
yeah, | don't think we'd have to break the
contracts, because, at that point, those
contracts would not be executed yet.

Because the Commi ssion hasn't approved then?
(Littlehale) Yeah, that's right. That's right.
So we woul d have the ability to essentially
reject or -- or not enter into the contract.

And we have experience wth that in
Massachusetts. Wien we had a failed RFP, part of
the rationale for the failed RFP is we received
bids that, in our opinion, were unreasonabl e.

So -- you know, the -- the internal

proxy price that we develop is not necessarily a
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hard ceiling. W refer to it as a zone of
reasonabl eness.

So we do have experience of accepting
bi ds above our internal proxy price. But there
Is a threshold, and we track this -- or we track
this internally on that essentially -- how far
above our proxy we've accepted bids in the past.
So there would be a point that we woul d say,
essentially, no nore.

And | think the history, as far back as | go,
and, M. Littlehale, | like to see -- because
know you go back a lot further, | think in the
past, the Comm ssion has al so approved the
Conpany's recomendati ons, at |east in New
Hanpshire.

And so one possible scenario is that
the Conpany cones in after this bid process and
says, you know what, those bids are just too
hi gh. W don't recomend going forward with one
or two or three, or all of the bids.

That's one possi bl e scenari o.

Anot her one woul d be the Conpany cones

i n and says, you know, honestly, this is at the
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very high end. W kind of recomend you nove
forward with it, but naybe it's not the strongest
recommendat i ons.

And t hen the Conm ssion m ght have
sone di scussion over whether -- with the other
parties over whether those bids should be
accepted or not.

Wul d you accept those as two possible
scenari 0s?

(Littlehale) Yeah. | nean, you know, a lot --
it really has to happen on bid day, though,
because we have to get back to the suppliers, per
the terms of the RFP, that afternoon.

So then what's the purpose of the Conm ssion
review sone days later, if there's no possibility
of changi ng course at that point?

(Littlehale) Well, | guess -- again, we're
tal ki ng through sone hypot hetical situations.
["'mtrying to relate to how we've done it in the
past. And really, what we did in Massachusetts
I's, on bid day, we received bids for a custoner
tranche that we deened were too hi gh and

unreasonabl e to accept, so we rejected themthat
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very day. And then we obtained perm ssion from

t he Massachusetts Departnent of Public Utilities
to self-supply, under the sane nethodol ogy that
we proposed here in New Hanpshire, and that's
how -- that's how we handled it when these types
of situations have arisen in the past.

And | do renenber, in fairness to the OCA and the
DCE, having this discussion before in various
forns, where the OCA and the DCE have questions
in this regard, but I think -- I think it would
be fair to say -- well, let nme put it in the form
of a question.

So if in this cycle, just for exanple,
the Conpany was to determ ne the bids were
outside the zone, what would the Conpany -- the
Conpany's process be on bid day? Wat would you
do? Wuld you reach out to the DCE or the OCA
or would you -- how would that work?
(Littlehale) Well, that's -- I'mnot sure we
have our, exactly, procedure in place. So, |
mean, what happened last tinme in New Hanpshire,
If you recall, before we entered the self-supply

busi ness, is we ran a second RFP when we didn't
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recei ve enough bids for the | arge custoner cl ass.

It was Decenber -- | believe it would
have been Decenber of 2022, where we were | ooking
to fill two tranches. W received one bid. W
accepted that bid. And then we cane to the
Comm ssion and then asked for approval to hold a
second RFP, which we were granted.

And we held a second RFP, which would
have been, | believe, January of 2023. And the
mar ket prices declined during that three- or
four-nmonth -- three- or four-week gap. W held a
-- what we referred to as a |ightning-round
RFP -- that was the term nology we all used --
and we were able to obtain that second tranche
for the large custoner, and so that was the
solution there.

| don't believe we'd have the process

ironed out today if -- how that would be
different in the future. | think, you know, we'd
wel cone sone gui dance on that or -- or further

di scussion. But from our perspective, you know,
we need to nmake a decision on bid day if we think

t hose bids are reasonable or not and either
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accept or reject.

So I'I'l just see if | can repeat that back. So
really, the ratepayers and the Conm ssion and the
parties are dependi ng on Eversource's deci sion on
bid day -- if I"musing the right term-- bid
day, okay, to make the decision that day, because
really, after that, there's no turning back. |If
t he Conpany approves a rate, that the Comm ssion
or the parties |later cone back and say, well,

that -- that's just too high, then there's really
no recourse at that point; you would agree?
(Littlehale) 1 -- | don't believe so. | nean,
we either -- at that point, if we reject bids on
bid day, we either nove directly to self-supply,
or we hold a second RFP.

| see. Thank you. That's very helpful for --
for ny understandi ng.

And | know -- | think it was the OCA
previously. It mght have been the Departnent,
but | think it was the OCA that was trying to
figure out a couple of years ago how we coul d
deal with bid day better collectively as a state,

and | think we just weren't able to get there
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fromhere, as | recall

So that may be a topic of further
di scussion, because | do think it's |ike having
an energency plan for the building. |If the
bui | di ng here catches on fire, what do we do?
Wll, we go to the exits. So | do think it's
useful to have an energency procedure if
sonething were to cone up that is an energency,
so we'll -- 1"lIl stop there on this topic, but
that does seemlike a rational proposal.

And | think, M. Kreis -- Attorney
Kreis, if I"'mnot wong, that was -- your
proposal fromearlier was to try to figure out
what to do on bid day, and that got -- has not
been addressed, so far as | know is that true?

MR, KREIS: W were certainly
concerned about the scenario that you' ve been
di scussing wth M. Littlehale, and | agree that
it wasn't really resolved, and that possibility
or that threat seens to have abated since then.

W were concerned about being -- we
are not a utility at the OCA, and we're not a

regul ator; we're advocates. And so | was
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reluctant to see us dragged into the process of
maki ng decisions in response to bids, because
we -- all we exist to dois to tell other people
what to do. W don't do anything ourselves. And
It suddenly felt like we were being potentially
asked to hel p nmake decisions that really bel ong
to the managenent of the utility.

And | had the sanme concern about the
Comm ssion and the Departnent, and | renenber
having quite a bit of discussion about that, but
| don't renenber any resol ution.

CHAl RVAN GOLDNER:  Yeah, | probably
m srenenbered, because | -- | thought that the
OCA had recommended a course for sane-day action
that involved the OCA, but | -- | mnust be
m srenenbering. It was a long tine ago.

THE WTNESS: (Littlehale) My |
offer ny recollection?

BY CHAI RVAN GOLDNER:

Q Thank you.

A (Littlehale) So we cane wth -- Eversource cane

with a proposal to replicate sone of the -- what

we considered the best practices in the other
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states, nost notably, in Connecticut. On bid day
i n Connecticut, we get on the phone with the
procurenent nmanager and ot her representatives
fromthe Consuner Advocate, and we discuss the
bids that we received. And this is when the bids
are still open, so it's after -- you know, before
any decision is nade. And we cone -- we cone to
sone consensus, or, ultimately, it's really the
procurenent nmanager's deci sion.

So we recommended a simlar process in
New Hanpshire, because we felt that works well,
particularly in, let's call it, volatile
circunstances. And that recomrendati on t hat
Eversource cane with was rejected by other
st akehol ders.

CHAI RVAN GOLDNER:  Thank you. Any
recollection the DOE woul d care to share on this
topi c?

MR. YOUNG Al of these -- thank you,
M. Chairman. All of these conversations are
ringing bells. It has been a little bit of tine.
Frankly, | can't renenber how everything pl ayed

out at that tine, but | have no reason
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to disagree with anything said here today.
MR KREIS: | would just say anytine
we hear Eversource cone in now and say, let's do
i n New Hanpshire what we're doing in Connecticut,
that's -- that's always intriguing.
CHAI RVAN GOLDNER:  I'I'l nove al ong
W t hout conmenting. Excellent.
Attorney -- sorry -- Conm ssioner
Chat t opadhyay, any questions in follow up?
BY CMSR. CHATTOPADHYAY:
Q | recall that we were tal king about what happened
on August 1st. Wuld you agree that -- you know,

that the high prices inpacted the realtine --

wel |, not the day-ahead prices?
A (Littlehale) Yeah, that's correct. There was a
shortage event on -- on August 1st. M

under st andi ng, from sone of the infornation that
had been published from| SO New Engl and, is that
a generator wasn't avail able that had been
schedul ed in the day-ahead market. | believe
tenperatures cane in a bit higher than were
forecasted. So it was a conbination of things

that occurred, and that, ultimately, led to a

AVICORE Reporting & Video
15 Congtitution Drive, Suite 1A, Bedford, NH 03110 * (603) 666-4100




10

11

12

13

14

15

16

17

18

19

20

21

22

23

59

price spi ke brought upon by shortages primarily;
that, under those circunstances, those price

spi kes show up in the realtinme nmarket but not the
day- ahead market .

The realtine nmarket, the prices are set every
five mnutes, right?

(Littl ehale) Yes.

Wul d you happen to renmenber when those high

pri ces happened, |ike how often? So did it
happen in a lot of the five-mnute intervals or
just a few? Do you have any recollection?
(Littlehale) | typically don't have five-m nute
data. The data that we use to put together the
record request -- on Septenber 10th, it would
have been Record Request No. RR-003. | was using
hourly data to be responsive to the question that
we received fromthe Comm ssion.

Ckay. It's quite easy to | ook at | SO New Engl and
pricing information, and I -- | can tell that the
prices -- even if you're looking at the hourly
data for the realtine, the prices spiked on 1st
of August during the hours beginning 18 and 19,

and then maybe even 20. But, otherw se,
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generally, the prices were still |ow

But really, where I'"'mgoing at is,
t hose spi kes happened during the realtine, and
al so, whether the -- whether the ratepayers of
Eversource were inpacted by it a whole | ot
depends on how nuch you were exposed to the
real time.
(Littlehale) That's right. That's exactly
right. So we bid in -- into the day-ahead
market, right? And | don't have the exact data
in front of me, so I'lIl just -- 1'Il just speak
In round nunbers. But let's say that we bid in
30 megawatt hours for one of those hours that
prices spiked. And let's say that our actual
| oad was 31 negawatt hours. So the 30 negawatt
hours that we bid into the day-ahead market paid
t he day-ahead market prices and were not subject
to those price spikes.

But let's just say, for argunent's
sake, we were one nmegawatt short, meaning our
| oad was one negawatt hi gher than we antici pated
the day before, it would be that one negawatt

hour that woul d be exposed to the realtine
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> o > O >

prices, but not all 30.

What happens if your load is -- the actual | oad
turns out to be I ower than what you had purchased
I n day-ahead?

(Littlehale) So then you'd have to sell your
differential, and, essentially, you resell your
-- if it cane in at 29, right -- let's say we bid
at 30 and the load was 29. Then we'd sell -- we
bought at whatever the day-ahead price was for
our 30th negawatt, and then we would have to sel
that one negawatt in -- at the realtine price,
what ever that nay have been realtine.

And if the realtine price was pretty hi gh because
of a spike, and yet you turned -- it turned out
that the |oad was -- the actual |oad was | ower

t han what was forecasted, you actually nmake a | ot
of noney?

(Littlehale) | nean, conceivably --

Unlikely situation, but --

-- yeah. Yeah. Yeah.

That's how t he market --

It all gets reconciled, right. You either -- you

esti mate your day-ahead load. |It's never exact.
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So then it gets -- it gets, you know,
quot e/ unquote, reconciled in the realtinme market,
whet her there's a positive or a negative.

So, again, if you over-forecasted, and you have a
price spike in the realtinme market, it is at

| east theoretically possible that for the extra
-- for the deviation, you get paid a | ot when you
sel |l ?

(Littlehale) 1'lIl have to -- |'d rather that |

have the data in front of nme to answer that

questi on.
Ckay. "Il leave it at that, except | was,
again -- so would you agree that, when those

spi kes happen, you have to al so understand what
percentage you' ve al ready bought in the day-ahead
market, and it's really inpacting the deviation,

which may be a smal | percentage?

(Littlehale) Yeah. | nean, | think that's the
key point to take away, is that -- you know, the
day- ahead market serves as a -- you know, | ocks

in to the degree that you're accurate, and then
any inaccuracies are cleared up or reconciled in

the realtime narket.
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Q And |'m 1l ooking at the -- the hourly prices from
| SO New Engl and. | can see that the very next
day, when all of that was sorted out -- you know,
the prices again went down to what normally --
what the market participants would see. |I'm
sinply conparing it wth the day-ahead pricing.

A Yeah, because there was no generator outage the
next day.

CVSR. CHATTOPADHYAY: (kay. So I'l]|
| eave it at that. Thank you.

CHAI RMAN GOLDNER:  Very good. W'l |
turn to redirect and Attorney Wesner.

REDI RECT EXAM NATI ON

BY MR W ESNER

Q Yes, | just have a few clarifying questions, and
"1l address the first ones to M. Littlehale,
because it's fresh in ny mnd. |'mnot sure it's
possi bl e to avoi d hypot hetical questions on sone
level, but I'Il -- "Il try to do ny best.

So there was sone di scussi on about
what happens on bid day and the deci sions that
are made and then when the Conm ssion gets an

opportunity to review the decisions that the
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Conmpany has made. And you did testify that a
coupl e of years ago, the Conpany had proposed to
I nvol ve DOE, OCA, and PUC in the decision-nmaking
on bid day, as it's done in other states; is that
right?

(Littlehale) That is ny recollection, correct.
So in the absence of that -- because | believe
you testified, and | believe this is correct,
that was -- that proposal that the Conpany had
made was not particularly well received and was
certainly not inplenented; is that right?
(Littlehale) That's correct. |t was not
accepted by the other stakeholders that we
proposed it to.

But notw thstanding the | ack of any change to the
current process, it is the case, is it not, that
I f the Conpany decided that a particular bid was
at the high end of bid zone of reasonabl eness,
but the Conpany woul d execute a contract with
that bidder, that that contract i s nonethel ess
brought to the Comm ssion for approval a few days
| ater?

(Littlehale) That's correct.
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And, hypothetically, the Conm ssion could say,
wel |, you m ght have thought it was reasonabl e,
but we don't, so go try again, or go directly to
t he whol esal e mar ket ?

(Littlehale) That could conceivably occur. It
has not occurred under ny |ife experiences.

So that could be thought of as a safeguard for
the regulators to have a | ook at the Conpany's
deci si on-nmaking, including its proxy prices, and
deci de whet her the decision that was nade was, in
fact, reasonable?

(Littlehale) That's correct.

kay. Thank you. And, again, this is going to
sound hypot hetical, and perhaps it is.

If the Conpany were to take a forward
position three years in advance, based on
forecast of |oad, and then that |oad wasn't
there, and it was necessary to take mtigating
actions to reduce the loss for the ultimte
account of custoners, that the Conpany woul d take
reasonable mtigating actions; is that fair to
say?

(Littlehale) That is fair to say; that that is
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sonmet hing that we would do if -- if those

ci rcunst ances presented itself.

And those mitigating actions mght take the form
of liquidating a position in the spot market?
(Littlehale) That's correct. And -- and in
preparing for today's testinony, we were able to
uncover an exanple back in 2009. This was before
my time, but PSNH entered into various bil ateral
transactions, both on peak and off peak. This is
spelled out in DE 10-121, and purchased about

1.2 mllion negawatt hours on peak at the average
price of about $98 a nmegawatt hour.

They were -- and then it turned out
that there were hours that the supply exceeded
cust oner denmand, so the Conpany had to sel
roughly $400, 000 of those on-peak megawatt hours
for the average price of $44 a negawatt hour.

So there is sone historical evidence
that, you know, a forward hedge doesn't always
work out so well on behalf of custoners.

Thank you. | appreciate that answer. 1'Il turn
now to Ms. Chen.

In connection with the Conpany's
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annual reconciliation for the energy service
rate, a |lead-lag study is prepared on an annual
basis to determ ne the Conpany's cash worKking
capital requirenents; is that right?
(Chen) That's correct.
And that is typically done in the spring of each
year ?
(Chen) That's correct. Because we -- we | ook at
the actual performances the prior cal endar year
to update the | ead-lag study.
So the next updated | ead-lag study woul d incl ude
sone period of tine when direct market purchases
for the source of supply for the energy service
rate; is that -- is that fair to say?
(Chen) That's correct.
And so the -- the differences in timng of
paynent required by the |1 SO versus the whol esal e
suppliers would be reflected in that updated
| ead-1ag study next year?
(Chen) That's correct.
Ckay. Thank you.

And, finally, | just want to clarify.

Your reference on direct examnation to a
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non- bypassabl e charge and the Conpany's expressed
preference that such a non-bypassabl e charge be
utilized to recover fromcustoners, either over-
or under-recoveries through reconciliations of
the energy service rate, was that, effectively, a
reference to the previous decision of the
Conmm ssion at the suggestion of the Conpany to
consi der noving those over- and under-recoveries
fromthe energy service rate into the stranded
cost recovery charge?
(Chen) Yes.
But as you testified, that's a proposal that wll
conme before the Commssion initially in Novenber
and then, for ultimate decision, in January if
t he usual process hol ds?
(Chen) Yes.
So it is not an issue that will be decided or
needs to be decided in this docket at this tine;
Is that correct?
(Chen) That's correct.

MR. WESNER. Thank you. That's all |
have, M. Chairman.

CHAI RMAN GOLDNER: Thank you for those
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clarifications, Attorney Wesner. That was very
hel pful .

So what we'll do is w'll take a
ten-m nute break now, returning at 25 of. W'l
excuse the witnesses at this tine, but |'ll ask
the witnesses to stay in the hearing room per
Attorney Wesner's prior proposal, though, at
this point, | don't think it's necessary, but
let's see after Dr. Vatter's presentation.

And, yeah, let's take a break at this
tinme, returning at 25 of. Of the record.

(Recess taken.)

CHAl RMVAN GOLDNER: Ckay. W are back
now on the record.

If the OCAwitness will please state
his nane for the record.

THE W TNESS: WMarc Vatter.

CHAIl RVAN GOLDNER:  Thank you. Pl ease
rai se your right hand.

(Wher eupon, DR MARC VATTER was duly

sworn by Chairman CGol dner.)

CHAl RVAN GOLDNER:  Thank you. The

witness is ready for direct.
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MR. KREI'S: Thank you, M. Chairmnan.

DI RECT EXAM NATI ON

BY MR KREI S

Q

Good afternoon, M. Vatter. Wuld you start by

selling the Conm ssion what you do for a living?

(vVatter) I1'mthe D rector of Econom cs and

Fi nance at the Ofice of the Consuner Advocate.

And drawi ng your attention to what | believe has

been marked for identification as Exhibit 5, is

that, in fact, pre-file witten direct testinony

with three spreadsheets attached that you

prepared and filed in this docket about a week

ago?

(Vatter) Yes, sir.

And do you have any updates or corrections to

offer to those docunents?

(Vatter) Yes. Thanks, again, to the Conm ssion

for giving us extra tinme to do this, but | do.
In Table 2, the third colum | abel ed

"Net" should be deleted. |In the first columm,

t he headi ng "Cost" should be changed to "G oss

Cost," and the sanme changes should be nade to the

corresponding cells in the spreadsheet.
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On page -- Bates page 016, Line 15,
the words "the forner is negative and" should be
del et ed.

And on Bates page 008, Line 14, the
words "nore" and "l ess" should reverse positions.
Subj ect to those changes, if | asked you all of
the questions in Exhibit 5 live today, would the
answers that are witten down in Exhibit 5, as
just updated and corrected by you, be the answers
that you woul d give as your testinony here at
today' s hearing?

(Vatter) Yes, they woul d.

And so, do you adopt Exhibit 5 as your sworn
testinony in this proceedi ng?

(vatter) Yes, | do.

Just briefly, could you tell the Conm ssion why
you decided to offer this testinony today?
(Vatter) The fuel price shock of 2022 was a
problem for sonme residential custoners. People
with high income and secure jobs handled it fine,
but peopl e who were poor or unenpl oyed had
trouble covering high utility bills. M

testinony docunents this, and that it was a
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problem for a typical custoner, and, therefore,
costly in the aggregate, and proposes a
cost-effective way to hedge the risk of such a
shock in the future.
And in case it isn't obvious, obviously, that --
those full price shocks that you're talking
about, they end up getting reflected in the price
of default energy services?
(vVatter) Certainly. WlIl, not "certainly."
They do in spot prices, and if those are passed
t hrough, then they will be reflected in the price
of default energy service.
Yes. Thank you.
So you nentioned the price shock of
the winter of 2022. Wuld your proposal be a
cost of -- cost effective and attractive one if
t here was never any kind of shock |like that ever
agai n?
(vVatter) No. Wthout such a shock, the hedging
strategy | propose would not be worth the risk
prem umresidential customers would have to pay.
However, these shocks have been

occurring since 1973, and there are good reasons
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to expect themto reoccur, which | explain
briefly in ny testinony and nore deeply in other
testi nony and witings.

| would like to continue for a nonent.

So ny -- ny testinony highlights the
shock of 2022, but it |ooks at a ten-year period,
and the inportance of the shock is -- is observed
by taking the year 2022 in or out, and, pretty
much, in terns of spot prices at the Mass Hub,

t he shock corresponds to the cal endar year.

And so, | don't -- | don't want to --
| don't want to confess to saying that |'ve only
| ooked at the shock of 2022, but, at the sane
time, it is crucial.

This idea of hedging three years in
advance is notivated by hedgi ng these ki nds of
extrene gl obal fuel price shocks. But, you know,
if you ook at the history of energy prices, they
occur, and they're a serious problem especially
for people of nobdest neans.

And so, just to be clear, | |ooked at
a ten-year period, and if | had gone back

farther, | would have grabbed the shock of 2011
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and the shock of 2008 first before | grabbed
anything else, so that's -- so in a way, | nean,
what |"'mdoing is sort of understating the

I nportance of a strategy like this.

Again, | would -- | would al so, you
know, raise the point that, if the |ISO noves to
pronpt ed seasonal narkets, there's less of a
capacity price revenue streamthat's going to
satisfy the -- that's going to cover the cost of
el ectric generators. They're going to have to
cover those costs through high spot prices. So a
nove to a pronpted seasonal market can exacerbate
this risk going out three years.

And you're aware that that's exactly what the | SO
I's considering or talking about doing?

(Vatter) Yes, that's what they are tal ki ng about
doi ng. They've been talking for a long tine, and
If they're getting cold feet, | don't m nd.

Now, you talked a bit just now about the history
of price shocks. Do you know when the next one
Is going to be?

(Vatter) Well, | do not, and nobody does. Not

even OPEC knows when the next price shock is
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going to be. They're opportunistic about this.

This is -- this is the art of the
price shock. You wait until the market is tight,
and then you hold back a little bit nore, the
price goes through the roof, and you clean up. |
think it sonmetines happens in electricity.

But this is -- OPEC s opportunismis
docunented in ny testinony. Saudi Arabia is a
sw ng producer, and the way they respond to tight
mar kets and this -- you know, whether they be
fromsupply or demand, but in this -- in what
|'"ve shown, it's fromdisruptions in supply. The
way Saudi Arabia responds to supply tends to be
to reduce production even nore, at |least to fail
to make up for the fluctuation when they coul d.

So there are reasons to expect these
price shocks. They are profitable. And -- but
it is profitable for themto occur with the
el ement of surprise, because people don't prepare
for them | hope that we're the exceptions,
but -- in answer to this question, |I'll stop
here. Nobody knows, but we do have a reason to

expect these things to continue. They have been
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goi ng on since 1973.
So in light of all of that -- and | saw anot her
attorney in this hearing roomdo sonething
simlar recently. She asked her |earned expert
Wi tness to describe sonething as if she -- as if
he were talking to a roomfull of sixth graders.
I'"'mgoing to pop us all to maybe coll ege | evel.
So assum ng that you're talking to a
bunch of coll ege students, say, who aren't
famliar with what you are recomendi ng, could
you briefly describe your recomrendations to the
Comm ssion reflected in your testinony?
(Vatter) O course. | propose that the Conpany
purchase electric comobdity three years in
advance using futures contracts at the Mass Hub,
rat her than maki ng the spot purchases being
I ntegrated into default procurenent.
| should say that -- | don't --
don't want to say that spot purchases day-ahead
and realtime will play no role, but, l|argely,
substituting the futures market for the spot
market. Beginning with delivery in August 2028,

three years ahead of procurenent -- the first
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procurenent period after next, | think that is.

The futures market did not price the
shock of 2022 into its prices in 2019. And |
estimate fromhistorical data, and | explain why
there's a three-year cycle in prices for natura
gas that drives LMPs at the Mass Hub.

I'd also like to share a cal cul ation
just did fromthe historical spot prices in ny
exhibit. They are in Colum E, Peak Spot Prices.
And t he average on-peak spot prices at the Mss
Hub during that tinme, in 2024 dollars, was $59,
which is pretty close to the $60 that Parker
mentioned earlier.

The average downward devi ation -- and
these are nonthly data -- was 18.39, and the
average upward deviation is 38.67. So that's a
| ot of |opsided risk on the high side. So, yes,
of course, spot prices go up, they go down, but
the risk is not symretrical.

You just nentioned that your proposal is to have
t he Conpany enter into futures contracts for
delivery starting in August of 2028. |Is there

any reason to have the Conpany acquire any
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futures before August of 2028?

(Vatter) 1'd say there's -- there's not
currently a reason not to, because there's no
pri ce shock baked into the futures curve,

al t hough one could occur. But -- so | would just
suggest that and not insist onit. It is -- |
think it's a reasonable possibility. A price
shock certainly could occur.

Agai n, the shock of 2011, when OPEC
hel d back production after Libya went offline,
occurred |l ess than three years after the shock of
the summer of 2008. So there's no reason to
expect themto be el even years apart. They can
be two and a half years apart. You just don't
know.

You were sitting right next to ne a few m nutes
ago as we listened to the Eversource w tnesses
testify, and | was left with the distinct

I npression fromM. Littlehale that the Conpany

I s not enthusiastic about your proposal. Did you
get that inpression, too?

(Vatter) | think M. Littlehale clearly stated

that they are not enthusiastic about the
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proposal, and -- and he articulately
di stingui shed between |l oad risk and price risk.
And | would like to address the issue of |oad
risk.

| think -- | think he used the phrase,
| think, with -- | think I -- it's probably ny
m stake, but | think he used the phrase "coul d

not liquidate" with reference to futures
posi tions.

Now, | -- again, | hope |
m sunder stood, but it should be clear that, you
know, if you're tal king about buying $120 mllion
worth of commodity three years in advance, $120
mllionis not at risk. And, in fact, you know,
wth the calculation | just nade, that | just
shared with you, the upside potential is higher
t han the downside potential. |It's not |ooking
i ke such a crappy -- I'msorry. |'mso sorry.
It's not I ooking |ike such a poor proposition
fromthe perspective of the Conpany.

And -- and so, when you tal k about the

anount of risk the Conpany is taking on here,

think -- | think to say that -- to nention a
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figure like $120 mllion, without putting that in
perspective, is -- Is exaggerating the risk.

It's sone fraction of $120 mlIlion. But, again,
the distribution of prices is skewed. And there
are -- the upside deviations are bigger than the
downsi de deviations. [It's not an onerous risk
for the Conpany to take on.

So --

(Vatter) But it is -- it isuptothem | also
say in ny testinony that conmmodity is a straight
passt hrough, and if sonebody else -- if this is a
good idea that we proposed, and sonebody el se
takes it up, the Conpany wll reap the sane
benefits as if they thenselves take it up. But |
woul d suggest that it would have to be sonebody
el se who is big and has the sanme econony of scale
t hat Eversource has or PSNH has.

You know, we docunented the econony of
scale in procurenent and resale in a letter to
the Commission. And M. Littlehale tal ked about
conpetitive suppliers and aggregators as possible
candi dates for taking this idea up, if they |iked

it. And | would -- | would tend to probably rule
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out conpetitive suppliers, because they don't
have the buying power that PSNH does. And so
they're -- they're disadvantaged in anot her way.

But we know sonebody else in the state
who does have that kind of buying power, who
essentially, in the long-run, conpetes with PSNH
for default service load. So there are sone
possibilities. But, of course, at the OCA we
want any idea that is good for custoners to be
taken up by any seller. Residential custoners,
that is.

So we would -- we would like it -- it
I's disappointing that M. Littlehal e expressed
di spl easure with the idea, unless -- unless |I'm
wWr ong.

Okay. Thank you.

MR. KREIS: You'll note that, in
response to ny question about whether he got the
sane inpression that | did about M. Littlehale
and Eversource's perspective, he then anti ci pated
all of the questions | was going to ask himw th
respect to responding to M. Littlehale.

So with that, |'m happy to make
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M. Vatter available for cross-exam nation.
CHAI RMAN GOLDNER:  Thank you. We'l|
begin cross with the Conpany.
MR. WESNER  Thank you, M. Chairman.
CROSS- EXAM NATI ON
BY MR W ESNER
Q "1l begin with what | hope is an easy question
and | will ask you to state, on the record,

whet her you prefer to be addressed as Dr. or M.

A (Vatter) Onh, boy. | prefer to leave it to

anybody who's addressing ne, actually. |'m not
of fended, and | certainly don't want to put
people on the spot. So if you feel -- whatever
you feel nore confortable with is fine.

Q Thank you for that flexibility.

Sol will say, in the interest of
time, I will not ask you about | egal issues,
mar ket share anal ysis, conpetitive inpacts or
econom c theory, even though there may be nuch to
be questioned in your testinony on those
| mportant points.

So I'll begin with -- you may recal

M. Littlehale referred to the suppliers of
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default service for the Conpany and for other
utilities as providing a full requirenents

| oad-foll om ng energy service; would you agree
with that characterization?

(vatter) Yes, | do.

And do the futures markets cover all of the
necessary products to provide that ful

requi renents | oad-foll ow ng service?

(vVatter) No, they don't.

So there woul d have to be sonething el se done in
procurenent besi des purchasing futures contracts.
And, in fact, the futures markets you're
referring to are markets for energy and not for,
say, capacity, ancillary services, et cetera?
(Vatter) That is correct.

And, in fact, sonme of the whol esale | oad cost
conponents that are borne with -- by those who
are serving load in New Engl and are not even

mar ket products, such as, net comm tnent period
conpensati on?

(Vatter) GCkay. But, | nean, what we've proposed
I's substituting futures energy purchases for spot

energy purchases. This is just what we put
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t here.
And on a historical basis, how nuch do energy
costs represent of the entire whol esal e | oad cost

obligation? Do you have a sense of that?

(vVatter) | would say it would -- | don't know
quantitatively. | would say it would be a | arge
fraction, but not -- but far from one.

Ckay. Thank you for that.

Now, let's talk -- you nentioned risk
prem umin your testinony just a nonment ago, and
| want to explore that a little bit.

So woul d you agree with nme that, when
executing a forward hedgi ng strategy, as you
recommend, the typical counterparties on the
ot her side of the transaction are, in fact,

whol esal e power marketers?

(Vatter) Utimately. | nean, there are brokers,
right?
So would | -- but would you agree that standing

behi nd those positions taken by the sellers on a
forward basis are power marketers who may, in
fact, be sone of the sanme conpani es who are

bi ddi ng on the Conpany's default service | oad?
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(Vatter) Utimtely, the price of energy is
going to reflect the cost of producing it.

But the -- but the marketers, they are taking a
forward position. There is risk involved in
doi ng so; would you agree?

(Vatter) Sure. Anytine you take a futures
position, the forward position -- so you're
taking a risk, yes.

And that risk would be, presumably, priced into
the prices that they offer for those forward

positions?

(vatter) If I -- 1 wll let you continue the
guesti on.

well, I -- I think -- I think -- so if we assune
that both a risk premum if you wll, plus a

profit margin is built into the pricing, it is
not, in fact, a pure price of energy for the spot
mar ket three years forward?

(Vatter) Correct. There is arisk premum The
i nteresting thing about -- about this is that --
you know, | get a positive risk prem um when

take 2022 out of the historical w ndow, which is,

| think, what you're suggesting, that it's going
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to be there.

The average spot price is about $5.70
hi gher than the average -- or rather, the average
future price is about $5.70 per nmegawatt hour
above the average spot price, if you take 2022
out. But with 2022 in there, it goes the other
way. The reason being that the futures nmarket
has a very hard tine anticipating these fue
price shocks, and that's as OPEC intends it.

So, yes, it's a risky proposition, but
| think over the long term-- in any short tine.
But over the long term not so nuch, because we
real ly can expect these shocks to continue to
occur and the futures market to fail to price
themin three years in advance.

Wth respect to the risk premuns that are
charged by the power marketers who are standing
behi nd these forward positions, have you done any
anal ysis as to how that conpares to the risk
prem uns that the Conpany has seen through its
whol esal e default service procurenment strategy?
(vVatter) | nean, what | -- actually, | have not,

but | have seen other people's analysis, but over
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a shorter futures conmtnent term

And | thought it was noteworthy that
the so-called risk prem umcom ng through the
auctions was higher than -- and applied a higher
price than what the nmediumterm futures market
did. And so that did raise the question in ny
mnd, well, why not just buy themon the futures
mar ket ?

| have sone skepticismthat what we
call a risk premumin the auctions actually is
just that. | think there nay be sonething el se
going on, but | can't support that. That's only
a hypot hesis right now.
Are you suggesting that there's sone market power
exerci se?
(Vatter) |1'm suggesting that that's a good
questi on.
Ckay. And you nention OPEC and the power that
OPEC has, | take it, over oil prices; is that --
is that correct?
(Vatter) That is correct.
But electric prices in New England and in other

parts of the country are driven nore by natural
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gas prices; isn't that correct?

(Vatter) That is correct. And the relationship
bet ween natural gas prices and oil prices has
been investigated. 1've cited sone thoroughgoin
research by Ranberg and Parsons, and ot her
testinony, but, generally speaking -- so, it is
conpl ex rel ationship, because oil and gas are
substitutes in consunption and conplenents in
production. And -- and -- but, normally, the
substitutability of consunption guides the

rel ati onship. The prices of substitutes nove
together, so when the price of oil goes up, the
price of gas tends to go up.

The only tinme that that is reversed, |
think, s when you have a | ot of associated gas
comng out at a time when the price of oil is
hi gh, and there's not enough conduit to get that
associ ated gas to nmarket.

So that's what happened in the spring
of 2019 and 2020 in the Perm an Basin. And so
you had the prices of oil and gas noving in
opposite directions, but that is the exception

and not the rule. Normally, they nove up and

g

a
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down together. And that's certainly what we saw
in 2022.

And the substitution effect that you nenti oned,
that's overall gas versus oil market; is that
correct? | nean, what |'magetting at is -- ny
understanding is currently there's very few
oil-fired generation facilities operating on a
regul ar basis in New Engl and; would you agree
with that?

(Vatter) Onh, certainly. But the frontier of
substitutability between oil and gas runs through
electrical now. It's about the electrification
of transportation. For a long tine, it was about
heating fuel, right, where people were swtching
fromoil-fired boilers for space heat to
gas-fired furnaces, and the pace of that swtch
was -- was guided by the relationship between the
prices of two fuels.

But that -- that decision of when to
substitute gas for oil was on the margin for nmany
years. And now we have the decision of whether
to use oil for transportation or to substitute,

effectively, natural gas for transportation.
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And have you done any specific anal ysis regarding
t hose market price effects between those fuel
substitutes, as you characterize thenf

(Vatter) | would refer you to ny testinony in
DG 23-087. There's a graph and sonme di scussion
of the relationship between oil and gas pri ces.
["mnot famliar with that. |s that a cost of
gas docket ?

(Vatter) No, it was the Enpress capacity --
Enpress contracts docket with Unitil.

Ckay. Thank you. Well, this is fascinating, but
"Il nove on.

In ternms of the volunes that the
forward markets routinely handle, is it your
understandi ng that the quantities that we're
tal ki ng about here, such as those referenced by
M. Littlehale, one to two mllion negawatt
hours, let's say, over a six-nonth period, are
the forward markets you reference in your
testinony, are they able to handle that type of
vol une?

(Vatter) That's an excellent question. So we

al so use S& G obal, but we don't get the
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volunes. So |I'massumng that they are. But if
you find that the markets are not thick enough,
that would be a very interesting point to bring
into this discussion.
And that | eads to anot her question, which is, are
you proposi ng that the Conpany woul d seek to neet
all of its |oad obligations for a forward peri od,
say, 2028 through --
(Vatter) This is the way | analyzed it, just to
have a | ook at how -- what the effect would be.
But, no, | nean, what we proposed was
what ever woul d have been procured on the spot
mar ket woul d be procured on the futures market.
And, currently, that's 30 percent in your
proposal, but we woul d suggest doing that on the
future markets instead. That's what we put in
the testinony -- or what | put in the testinony.
And | think |I heard you testify just a nonent ago
on direct that you would al so propose, or at
| east suggest, that the Conpany consi der naking
sonme forward market purchases for sonme portion of
| oad prior to 2028, so that woul d be maybe one or

two years out; is that --
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(Vatter) | wouldn't rule it out, because --
because the futures prices don't currently show a
| arge price shock.

But what |'m proposing is sonething
that would work over the long term It's three
years -- it's done three years in advance. And
so what | proposed was to start in 2028, but
there's no reason not to do it sooner.

Ckay. Thank you. You nentioned that at | east
some of these transactions would occur through
brokers. And brokers, | take it, would charge
their own fees for facilitating those
transactions; is that fair to say?

(Vatter) Yeah.

And do you have a sense of what those brokerage

fees would constitute in a typical transaction as

this?
(vVatter) | would have a sense they would be
fairly small. | nean, if you' re tal king about

| ar ge vol unes, and soneone whose contribution to
the transaction is sone facilitation and
anal ysis, they wouldn't conpetitively be able to

charge a large margin, but | think -- you know,
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l"'mnot a trader, as M. Littlehale has

experi ence doing, so | don't know.

Thank you. And I will also ask, have you

consi dered or performed any anal ysis on potenti al

credit inpacts involved in inplenenting a

three-year forward bil ateral purchase strategy?

(Vatter) | have not perfornmed any anal ysis on

that. | would -- | would say that Eversource/

PSNH s all owed RCE is considerably higher than a

risk-free rate, and so the cost of capital that

It is allowed reflects assunption of significant

ri sk of some kind.

kay. Thank you. | think we briefly covered

this before, but let's talk about it sone nore.
So on Bates pages 17 to 18 of your

testinony, you testified, and I think you

confirmed earlier on the stand, that there's

really only a beneficial economc result if there

are future global price shocks, such as that

whi ch occurred in 2022 follow ng the Ukraine

I nvasion; is that correct?

(Vatter) That is correct.

And in | ooking over the historical period, it
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seens |ike you were focused on price shocks that
were triggered by OPEC acti on.

(vVatter) Well, | |ooked, again, at a ten-year
period from 2013 to 2023, and there was one

gl obal fuel price shock during that tinme. |If you
take that one out, then, yes, this proposal does
not work. However, if | were to have gone back
an extra five years, | would have grabbed a
coupl e of other global fuel price shocks.

And to be clear, when we tal k about a price
shock, that's different than price spike, right?
| mean, a price spike could be three or four
hours on a hot afternoon.

(Vatter) Yeah.

The price shock you're tal ki ng about can be weeks
or nonths in duration?

(Vatter) Yeah. Again, | nean, there is -- |
mean, there's a narket nonitor at the 1SO for a
reason. And -- and those kind of price spikes,
whi ch soneti nes occur when, | o and behol d, the
market is already tight and there's a generator
t hat needs unpl anned mai ntenance. Those need to

be | ooked at by the market nonitor. But that's

AVICORE Reporting & Video
15 Congtitution Drive, Suite 1A, Bedford, NH 03110 * (603) 666-4100



10

11

12

13

14

15

16

17

18

19

20

21

22

23

95

at a different link in the supply chain than what
" mtal king about here.

And a shorter duration, typically?

(Vatter) Typically, a shorter duration. That's
right.

So I'lIl ask if you have quantitatively anal yzed
the relative costs and benefits over tinme under
differing scenarios for forward market purchases,
I ncluding at | east one scenario where there is no
future gl obal price shock?

(Vatter) Well, | nean, that's the case | | ooked
at where | renoved 2022 from the historical

peri od.

And in that case, you don't find the sane
mutual Iy beneficial benefits that you did with
the price spike --

(Vatter) That's correct.

-- or shock?

That's correct. You need these to happen for
this idea to work. But I -- | come back with
they do happen. They've been happening since
"73. They are profitable to people who produce

fuel, and peopl e who produce fuel have market
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power. They have the ability to effectuate these
shocks. So we can expect themto do it again.

We just don't know when.

Now, | want to switch to the issue of cost
recovery. Does your testinony specify how and
when the utilities, such as Eversource, wll
recover the cost of the recommended forward

mar ket purchases through its rates charged to
cust oners?

(Vatter) Well, I -- | nean, one of the nice
things about this is -- is price certainty, or at
|l east it would contribute to that, because if you
procure on the futures narket three years in
advance, then you can put the price -- the start
price for delivery into rates at the tine of
delivery. And so that's where the rates are set,
at least for energy. And -- and custoners know
this ahead of tinme, and they like this.

Are there upfront costs of entering into these
types of transactions?

(Vatter) Well, | don't think anybody can wal k
into a futures market w thout putting up sone

kind of security and -- and trade futures. They
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have to -- they have to have sonething there to
cover bad positions.

So that's one cost.

(Vatter) Yes.

The security cost. And there may al so be
brokerage fees in certain instances; is that fair
to say?

(Vatter) | should think so.

And woul d you agree with ne that, if the Conpany
makes forward market purchases three years in
advance, but does not recover any upfront cost or
rel ated costs of those purchases through custoner
rates for a significant period of tine, that the
Conpany should be permtted to include carrying
charges on those upfront cost in its cost
recovery?

(Vatter) | don't know why those costs woul d be
disal l owed, but I won't say any nore than that.
But disallowed or not, there's a tinme val ue of
noney, | think, that --

(Vatter) Ah. Yes. Yes.

And that's what |'mtal king about wth carrying

cost s.
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(Vatter) | see. Yeah, | nean, what's the
appropriate carrying charge for the Conpany?
think it depends on whether it is lending to or
borrow ng from custoners.

In this case, it's borrow ng from
custoners, and so | think that should be --
should be tied to custoners' tinme val ue of noney.
Custoners rather than the Conpany's?

(Vatter) | think so. [If this is where the
Conmpany is borrowing fromcustoners, which | --
think that's right.

Anot her approach to the upfront costs, | suppose,
woul d be to include themcurrently in rates, even
t hough they relate to purchases nmade to cover
energy requirenents for a future period; would
you agree with that as --

(Vatter) | nmean, that is another approach.

And woul d there, then, be a msnatch between the
timng of upfront cost recovery and energy

delivery that would result in a tenporal cost

shift?
(Vatter) Yeah. | nean, but these -- these
are -- | nean, these costs, if -- if they are
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i ncurred upfront on a one-tine basis, they're
fixed at the tinme of delivery. |If they're

I ncurred repeatedly, then you would, | think,
want to attribute themto consunption at the tine
of delivery.

And you nentioned disall owance, so | think,
obviously, it would be in the Conpany's interest
to avoid any potential disallowance, and in order
to avoid any determ nation of inprudency and

di sal | owance that m ght follow, would you agree
with nme that it woul d nake sense for the Conpany
to seek prior Conm ssion approval to enter into
such forward contracts?

(vVatter) That sounds |ike a good idea.

Simlar to how the Conpany seeks prior approval,
as was testified earlier, to the wholesale --
whol esal e default service procurenent contracts
that it enters into under the current process?
(vatter) Yeah. | nean, if you -- if you -- if
you ask the Comm ssion ahead of tinme, that's
probably a good plan, yeah.

And do you know if the forward futures narket

woul d accommbdate the tinme needed to file such a
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request for PUC approval or denial?

(vVatter) Well, | nean, if you're not starting
delivery until 2028, | would think so.

But so, | guess the question then would be: How
| ong do marketers hold their futures prices, or
Is this a market that could change daily?
(Vatter) O course, it changes daily, but you --
| suppose, you can tether it to changes in the
futures price between the tine you ask and then
the time you enter into the contract, sonething
al ong those |ines.

But you haven't anal yzed that specific timng

I ssue in any detail, it sounds?

(vVatter) No. But at this stage, hopefully
starting delivering in 2028 woul d be sufficient
to work that out.

And | just want to clarify, because there seened
to be sonme confusion earlier. On Bates pages 19
to 20 of your testinony, you did assert that, if
the utility's load forecasts, in fact,
overestimate the amount of |load required to be
served during the delivery period, resulting in

too nmuch energy procured in advance, then any
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| osses due to spot market |iquidation would be
borne by sharehol ders and not custoners; is
that -- am| --

(Vatter) Yes. This is what we propose. That

|l oad risk is assunmed by the Conpany. But, again,

it'"'s -- it's -- | nmean, you can think of it is as
price risk. | mean, are these futures -- these
futures contracts will not be worthless. They

can be |iqui dat ed.

| was really taken aback by that
phrase that M. Littlehal e used when he said
could not be liquidated. | nean, if you have --
i f you have a commtnent to deliver energy at
sone price in the future, and that's tradeabl e,
then you can liquidate it. So it's -- the
guestion is whether the price you' ve | ocked in
for delivery is high or lowrelative to the
mar ket at that particular tine.

And -- and, | nean, | just shared with
you a characterization of the upside and downsi de
of price risk. And the upside deviations in spot
prices are larger than the downsi de devi ations.

So it just does not seemlike an onerous burden
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to have the Conpany assunme that |oad risk

So a couple of things there. | nean,

M. Littlehale did highlight the difference

bet ween the volune risk and the price risk. And
| take it, the load forecasting goes nore to the
volune risk; is that correct?

(Vatter) Right. So you' ve got Ptines Q right?
And there's risk in P and risk in Q but, you
know, if you have -- if you have -- if Qis

m s-speci fied, then how hard that hits you or how
much noney you nake depends on the P that you
multiply it by.

And | guess I'minterpret --

(Vatter) I'msorry. | would add that -- | nean,
unl ess electric |oad di sappears, there's a narket
for commtnents to deliver electric energy.
Meani ng there's an opportunity to mtigate

t hrough liquidation --

(Vatter) Yeah. | nean, even if the |oad

m grates away from Eversource, if it stil

exi sts, sonebody has to get the energy to serve
it.

And then the price differential defines what the
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| oss woul d be.
(Vatter) But -- but the fact that that | oad
still exists supports the price, right? And if
the price is supported, then, yeah, the | oss
Isn't so great.
Even if the load is being served by soneone el se?
(Vatter) Yeah.
Ckay. But just to be clear, | think it is your
proposal, in your testinony in those pages |
referenced, that even if the Conpany made
reasonabl e forecasts of its needed |oad for a
three-year period in advance and took prudent
steps to liquidate its position if it ended up in
an excess volunme situation, forward versus spot,
that any loss it incurred should be borne by the
utility sharehol ders rather than by its
cust onmers?
(Vatter) Yes. That is our proposal. It's a
risk. We don't think it's too nmuch to ask.

MR WESNER | think that's all |
have. Thank you.

CHAl RVAN GOLDNER:  Thank you, Attorney

W esner .
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Let's turn now to the Departnent of
Ener gy.

MR. YOUNG Thank you, M. Chairnman.
The Departnent does not have any questions for
Dr. Vatter at this tine.

CHAIl RVAN GOLDNER:  Thank you.

And we' Il turn to Conmm ssioner
Chat t opadhyay next.

CVMSR. CHATTOPADHYAY: | don't have any
guesti ons.

CHAl RVAN GOLDNER:  Al'l right. As
Attorney Wesner was very thorough, | have no
guestions either, so thank you, Attorney W esner.

And we can turn now to redirect and
the Ofice of the Consuner Advocate and Attorney
Kreis.

MR, KREIS: | have no questions on
redirect. M. Vatter did a good job of his own
aut o-generated redirect.

CHAI RMVAN GOLDNER:  Thank you.

Ckay. Thank you very nuch,

Dr. Vatter. The witness is excused.

Heari ng -- having no objections, the
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Comm ssion will now strike identification on
Hearing Exhibits 4, 5, and 6, and enter theminto
evi dence.

(Exhibits 4, 5, and 6 admtted.)

CHAI RMVAN GOLDNER: W'l now invite
the parties to nmake brief closing statenents on
the record, beginning with the Departnent.

MR. YOUNG Thank you, M. Chairnan.

The DCE does appreciate the
opportunity to share its considerations with the
Commi ssion today and al so in our position
statenent. We'd also like to thank the Conpany
W tnesses and Dr. Vatter as well. It's very
clear that Dr. Vatter has spent quite a bit of
time and thought into his testinony.

The Departnent would continue to
recommend that the Conmm ssion proceed with
caution in maki ng changes to energy procurenent
for the state. As we heard here this afternoon,
t he Conpany has not had the chance to really | ook
at anything get done in this arena to date, so
building in sone tine for the Conpany and the

parties to review the reconciliation figures,
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wor ki ng capital inpacts we di scussed today m ght
be warranted. And | think also that a -- any
review period would also likely provide an
opportunity beyond the past week to delve into
sone of the futures market proposals discussed
here today as well.

Thank you, M. Chairman.

CHAl RVAN GOLDNER:  Thank you, Attorney
Young.

W'l turn nowto the Ofice of the
Consuner Advocat e.

MR. KREI'S: Thank you, M. Chairnman.

The gist of the OCA's position, as it
has been laid out in the testinony that
M. Vatter just offered to you, is that to the
extent that it is in the public interest for
default service to be acquired by this utility,
via a market nechani smrather than through
requi rements contracts, the right market to be
explored is actually the futures market rather
than the | SO New Engl and spot market, by which
do nmean t he day-ahead and the realtine market,

for the reasons that Dr. Vatter has offered.
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And it's clear that the Conpany
doesn't like that. 1It's clear through their
cross-exam nation that they have correctly
identified the fact that M. Vatter's proposal is
not fully realized. But note that his testinony
doesn't say that the Conpany should be ordered to
nove forward with a procurenent plan |ike that
next week or even in the next procurenent period.
He deliberately, in his testinony, allowed for
t hose details to be worked out in tinme to allow
for procurenents of futures that woul d becone
due, | guess you would say, in August of 2028.
There's plenty of tinme to do that.

In the nmeantinme, what should the
Comm ssion do today? Well, | -- | guess what |
woul d say, in particular, to both of the
Conmm ssi oners who are up on the bench, is that
both of you have been around for a year or two or
three now in your present capacities, and you've
probably noticed by now that very few people --
very few entities that appear before the
Comm ssion want to do anything to annoy the

regulator. And everybody in the roomis aware
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t hat what the Conpany is proposing here today is
not the result of the Conpany's own initiative;
it's aresult of being told by the Comm ssion to
propose sonething. And the Conpany has done

t hat .

But neither the Departnent, nor this
utility, have the courage to go before you and
say, don't do it.

| do. Don't do it.

The prudent course of action here is
tolet the results of this first six-nonth
procurenent play out. Take a | ook at how t hat
nodest reliance of 12.8 percent, for residential
custoners on the spot market, worked over the
course of the six nonths that crosses both the
war m weat her nont hs and the col d weat her nonths,
and then take a | ook at whether that achieved the
i ntended effects.

And there's every reason to suppose
that it mght well, for the reasons that Chairman
Gol dner laid out, but it really is too soon to
nove even further into the spot market.

| really think that what the
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Commi ssion ought to do is tell this Conpany to
gear up for another procurenent period that | ooks
alot |like the current one, and then take a

| ook -- or give the OCA and all of the parties
the opportunity to devel op nore of the details of
what M. Vatter is proposing, so there wll be
fewer unanswered questi ons.

| think that's all | have to say.

CHAl RVAN GOLDNER:  Thank you, Attorney
Kreis.

W'l turn now to the Conpany.

MR WESNER: So I'll just enphasize
that the Conpany's proposed expansi on of direct
whol esal e nmarket participation represents a
reasonabl e and appropri ate approach to neeting
the Commi ssion's directives in Order No. 27,022,
to expand direct whol esal e narket procurenent of
power supply, to neet default service |oad
requi rements starting in February of next year

Al t hough the conpany's snmall and | arge
custonmers will be exposed to additional market
volatility risks as a result of that expansion,

as we've noted, those risks nust be bal anced
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agai nst avoi dance, in whole or in part, of the
so-called risk premuns included by third-party
whol esal e suppliers in their conpetitive bids.

We believe the Conpany's proposal
strikes an appropri ate bal ance between ri sk and
opportunity in view of current circunstances and
what is known at this tinme. As was testified to
earlier, we are early in the process of this
12.5 percent experinent, and we'll know nuch nore
when the full six-nonth period has run, in
particular, with the higher | oads and prices that
are typically seen in the winter nonths.

| -- I wll say, with respect to the
OCA's alternative proposal to engage with
procurenents with forward market purchases three
years in advance, our prelimnary position, as
you' ve heard testified by M. Littlehale, is that
we are not supportive of that approach, based on
what we know, although we have not had sufficient
time to properly evaluate all of its pros and
cons, including the economc analysis offered to
support it.

We are concerned that it woul d expose
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custonmers to unacceptable risk while providing,
at best, uncertain benefits. And we note, as
M. Vatter recently confirned, that the strategy
woul d only have value in the case of a future
dramatic price surge, such as occurred in 2022 in
t he wake of the Russian invasion of Ukraine. And
any such forward purchases will cone at their own
cost, including the risk prem um charged by
futures market counterparties, all of which
costs, ultimately, nust be borne by custoners.
The timng of cost recovery is also a
significant issue that is left unaddressed by the
OCA testinony. To be clear, in order to avoid
any inprudence charge related to the decision to
enter into forward purchases which may | ater be
deened unnecessary due to -- excuse ne -- due to
| oad mgration or a drop in whol esal e nmar ket
prices, the Conpany woul d need assurance of cost
recovery in advance of entering into those
contracts. That mght take the form of a request
for prior Conm ssion approval to enter into such
forward contracts and approval of full cost

recovery at the tine the contracts were entered
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i nto.

Al so, the Conpany cannot be in a
position where it nmust carry any upfront cost of
such purchases, such as potential brokerage fees
for three years wi thout carrying charges, which
w Il be passed through to custoners, thereby
decreasing the potential benefits of the forward
pur chases.

In the alternative, as conceded by the
Wi tness on cross-exam nation, if the upfront
costs are collected fromcustoners shortly
follow ng their occurrence, then a situation
results where the current custoners are paying,
in part, for power that |later customers wll
consune, with later recognition of the actua
spot price of power during the future default
service delivery period. That represents a
tenporal cost shift that seens unreasonabl e and
unjustified under the circunstances.

And, finally, | have to say it's
si nply unreasonabl e and potentially confiscatory
for the Consuner Advocate's w tness to suggest

that if forecasted | oad does not appear for any
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reason, Eversource sharehol ders shoul d bear the
cost of any loss fromforward nmarket purchases
that cannot be mtigated by |iquidating the
forward positions in the spot narket at that tine
or the |losses that woul d occur, notw thstanding
mtigation, through such market I|iquidation.

That's not how public utility
regul ati on works, and it's conpletely
unreasonabl e, in particular, where the provision
of default service is a legal requirenent that is
provided to custonmers on a purely passthrough
basi s.

So inclosing, | will say that, as you
noted earlier, M. Chairman, the Conpany needs
sufficient tinme to prepare to inplenent the
proposed expansi on of direct market participation
in conjunction with the conpetitive solicitation
of third-party whol esale supply for the remaining
tranches of its small custoner group |oad; and,
therefore, we would ask that the Conm ssion
revi ew and approve this proposal in a tinely
manner, with a decision issued not |ater than

Cctober 15th. Thank you.
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CHAl RMVAN GOLDNER:  Thank you, Attorney
W esner.

Are there any other matters requiring
our attention today?

Ckay. Seeing none. Thank you to all
the witnesses today. The Conmm ssion wll take
the matter under advisenent, render its ruling on
t he Conpany's proposal in advance of QOctober
15th. The hearing is adjourned. Thank you.

(Wher eupon, the proceeding

was adjourned at 3:32 p.m)
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CERTI FI CATE

|, Nancy J. Theroux, LCR, RPR, do
hereby certify that the foregoing transcript is a
true and accurate transcription of the wthin
proceedi ngs, to the best of ny know edge, skill,
ability and belief.

THE FOREGO NG CERTI FI CATION OF THI S
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