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PROCEEDI NG

CHAI RVAN GOLDNER: | ' m Chai rman Dan
ol dner. |I'mhere with Comm ssi oner
Chat t opadhyay.

This is the hearing on the Liberty
proposal made pursuant to the Conm ssion
directive presented in Order No. 27,027 and fil ed
on August 7th, 2024, for market-based default
servi ce procurenent reforns considered here in
Docket No. DE 24-061.

A Suppl enental Order of Notice
regarding this stage of the proceeding was issued
by the Comm ssion on August 23rd, 2024.

A Subsequent Procedural Order issued
by the Comm ssion on August 28th reschedul ed our
hearing in this matter to today's date, granted
the OCA and any ot her invested parties |eave to
file testinony in this proceedi ng, and granted
Liberty's notion for renote participation of
certain of its w tnesses.

The OCA filed the testinony of
Dr. Marc Vatter on Septenber 13th, and the DOE

also filed a position statenent propounded by
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Attorney Young regarding these matters on
Sept enber 13t h.

The Conpany requests a Comm ssi on
decision on this proposal no | ater than Cctober
1st. We only have this norning to address this
proposal at hearing prior to October 1st due to
ot her Comm ssi on scheduling commtnents, so we
need to have a focused and efficient 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 recomendati ons and
t hose points discussed in the DOE position
statenent at a later date, after rendering a
deci sion on the discrete proposal s made by
Li berty on August 7th. W also wish to give
scope to the parties for brief closing
statement s.

In light of this, we will adopt the
order of w tness approach today presented by the
Conpany in its Septenber 16th filing. First

we' Il hear fromthe Conpany panel. Follow ng a
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brief recess, we'll then have Dr. Vatter take the
stand for the OCA

We note the proposed Exhibits 6, 7 and
8 presented in the Conpany's Septenber 16th |ist.
When we take sinple appearances fromthe parties
monentarily, we will ask that each party indicate
whet her they have any objection to the proposed
exhi bits.

Bef ore we begin today's proceedings, |
would like to call everyone's attention to the
fact that we are proceedi ng today w thout an
I n-person stenographer. W are nmaking a verbatim
sound recording that wll be transcribed pursuant
to RSA 541-A: 31, Roman VII, and Puc 203. 31.

| ask all parties to speak clearly,
slowy, and into the mcrophone. This includes
maki ng sure to press the m crophone button so the

red light is on in the hearing roomprior to

talking. Finally, we nust all identify ourselves
prior to speaking. |If we do not follow these
sinple steps, our recording will not be

accurately transcri bed.

Ckay. We'll now take appearance --
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appearances fromthe parties, beginning with the
Conpany, and asking if anyone has any objections
to the proposed exhibits.

MR. SHEEHAN. Good norning. M ke
Sheehan for Liberty Uility, Ganite State
Electric Corp., and we do not object to the OCA s
exhibit, and, of course, we don't object to our
exhi bits.

CHAl RVAN GOLDNER:  Thank you. The
O fice of Consuner Advocate.

MR. KREI'S: Good norni ng,

M. Chairman. | am Donald Kreis, the Consuner
Advocate, here on behalf of residential
custoners. And, |ikew se, we have no objection
to any of the proposed exhibits.

CHAI RVAN GOLDNER:  Thank you.

And, finally, the New Hanpshire
Depart nent of Energy.

MR. YOUNG Good norning. Mtt Young
for the Departnment of Energy. Wth ne today is
El i zabeth Ni xon, who is the Director of our
El ectric D vision.

We al so have no objection to any of
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t he exhibits today.

CHAl RVAN GOLDNER: Okay. Thank you.
Let's nove to Liberty's testinony.

So I'Il ask everyone, one at a tine,
to pl ease state your nane for the record.

Yes, please.

MR. SHEEHAN. Good norni ng,
M. Chairman. |'Il note that M. Geenis a
Wi tness on a technical statenment, and he's here.
M. Doll is not a technically a witness, but he

is here to answer questions, as he has in the

past .
CHAl RMVAN GOLDNER: Ckay. Thank you.
So when the folks in the roomare
settled in, we can -- we'll start with the fol ks

in the room

We should swear M. Doll in, though,
right? Okay. |If the witnesses in the roomcould
state their nane for the record.

THE WTNESS: (Garcia) Good norning.
Robert Garcia for Liberty.

CHAl RVAN GOLDNER:  Thank vyou.

THE WTNESS: (Yusuf) And |'m Adam
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Yusuf for Liberty.

CHAl RVAN GOLDNER:  Very good. So
we'll do it in person, and then | wll go online
for the swearing in.

So can you pl ease raise your right
hands and reply one at a tine.

(Wher eupon, ROBERT GARCI A and

ADAM YUSUF were duly sworn in by

Chai rman Gol dner.)

CHAI RVAN GOLDNER:  Thank you.

So we'll now nove to the wi tnesses on
the phone, and I will ask you to please state
your nanes for the record.

THE WTNESS: (G een) Chris G een.

CHAIl RVAN GOLDNER:  Thank you.

THE W TNESS: (Dol |) Aaron Dol I,

Li berty.

CHAl RVAN GOLDNER: Thank you. Can you
pl ease rai se your right hands.

(Wher eupon, CHRI STOPHER GREEN and

AARON DOLL were duly sworn in by

Chai rman CGol dner.)

CHAI RMVAN GOLDNER:  Thank you.
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Everyone is now sworn in, and the wi tnesses are
ready for direct.
DI RECT EXAM NATI ON

BY MR SHEEHAN

Q Thank you. 1'll start with the gentlenen in the
room M. Garcia, please describe your position
with Liberty.

A (Garcia) Good norning. Robert Garcia responding.
Manager, Rate and Regul atory Affairs, for
Li berty.

Q M ke Sheehan. M. Garcia, did you participate in
the preparation of a technical statenent of
Robert Garcia and Adam Yusuf ?

A (Garcia) Robert Garcia responding. Yes, | did.
Q Wi ch has been marked as Exhibit 7. Do you have
any changes or corrections to that technical

st atenent today?

A (Garcia) Robert Garcia responding. No.

Q Do you adopt the technical statenent as part of
your sworn testinony this norning?

A (Garcia) Robert Garcia responding. Yes.

Q M ke Sheehan. M. Yusuf, please state your

position with Liberty.
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( Yusuf) Adam Yusuf responding. |'man anal yst
for Liberty, and |I hel ped prepare the technical
statenent that's included.

M. Yusuf, do you have any changes or corrections
to that technical statenent?

( Yusuf) Adam Yusuf responding. | do not.

M ke Sheehan. And do you adopt it as your sworn
testinony this norning?

( Yusuf) Adam Yusuf responding. | do.

M. Garcia, if you could just outline the issues
addressed in your -- well, let ne start with

M. Yusuf.

One of the issues addressed in the
technical statenent is in response to a question
fromthe Comm ssion regardi ng bad debt.

Wul d you pl ease sumari ze the
Conpany's response that's contained in the
techni cal statenent.

( Yusuf) Adam Yusuf respondi ng.

So they were essentially asking how we
derived the bad debt allocation in the June
filing. And in the technical statenent, we

wal ked t hrough how we derived that.
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M ke Sheehan. |Is there any change -- was there a
change in the way the Conpany either cal cul at ed
or allocated bad debt prior to June of 20247

( Yusuf) Adam Yusuf respondi ng.

Yes, so in the past nunmerous years,
there was a reference to an ol der docket, and we
| ooked at it; and it was essentially outdated,
and it wasn't properly reflecting the ratio of
allocations that is nore up to date wth today's
per cent ages.

M ke Sheehan. So the order referenced before had
a calculation that the conpany deci ded was sinply
outdated and inaccurate; is that fair?

( Yusuf) Adam Yusuf responding. Correct.

And is the -- strike that.

M. Garcia, what were the other topics
addressed in the technical statenment, in a
sunmary fashi on?

(Garcia) Robert Garcia responding.

One -- in addition to the bad debt
di scussion, there was a -- a requirement fromthe
Order 27,027 to affirmthat we woul d conti nue

pricing service -- default supply service to
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| arge custoner group on a nonthly basis, which
the technical statenment so affirns.

The other part of the technical
statenment was to proactively address the
possibility that sone hedgi ng costs m ght be
incurred or directed to be incurred as a part of
this proceeding, so we submtted for approval
very sinple tariff revisions to clearly provide
for recovery of the hedgi ng costs.

And, lastly, largely in response to
t he Comm ssion's order, we addressed sone of the
concerns we had had with the order where it had
i ndi cated, in response to our previous testinony
tel egraphing our intention to | ook at the ESAF,
in particular, perhaps the ESCRAF as well, since
we were added, to perhaps do an update wi th our
Decenber default supply filing.

And in response to that, the order was
alittle bit negative on -- on performng that
update, and, in particular, expressed a
preference for a 12-nonth -- continuing with the
12-nmonth anortizati on.

Qur concerns -- so the remai nder of
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the tech statenent really raises a series of
concerns and begs sone | arger questions as to
this novenent towards nore spot market-based
pricing and the potential volatility that it
entails. It seens to require sone -- sone
changes in the approaches to the ratenaking.

And the remai nder of the tech
statenent addresses sone of those issues at a
very, very high |evel

But, ultimately, the Conpany's viewis
the nore we nove into a less fixed, a nore
volatile pricing, the larger the disconnect is
bet ween our rates and costs and, therefore,
it's -- it's nore appropriate to try to true that
up nore frequently than |l ess frequently.

And in addition, there's a |ot of
other things that one can consider in order to
ensure proper cost recovery fromthe cost policy.

Sorry, that was a little | ong-w nded,
but --
M ke Sheehan. M. Garcia, is it fair to say that
the sinplistic concern the conpany has is, if the

reconciliation -- reconciliation rate approved in
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June forecasts certain costs, and those costs
change dramatically, either up or down, you could
end up wth a very |arge over- or
under-col l ection 12 nonths | ater when you cone
back in June, and the request is sinply to allow
for an opportunity to check and revise that as
you get (indisernible) --
(Garcia) Robert Garcia responding.

Yeah, absolutely. That's correct,
M. Sheehan.

The other factor that conplicates the
rat emaki ng process so nuch -- and this is one the
Conmi ssion itself had raised and we had tal ked
about at the previous hearing -- was the inpact
of mgration. | believe that's what it's
referred to here. | call it -- when | call it
swtching, | nmean the sane thing. But it's the
m gration of custoners away fromthe default
supply to other fornms of supply, whether it's
organi c switching on a one-by-one basis to
custoners, or what's really top of mnd these
days is the inpact of rnunicipal aggregations,

the CAP prograns, that have taken a good anount
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of the -- of the load that we're required to
serve, and that creates an additional conplexity
In terns of noving parts.

So in that scenario, M. Shaheen, you
coul d have sone price volatility, and it could be
In either direction, quite frankly. It could be
up, or it could be down relative to what the
forecast amounts were.

But if you have a | arge novenent off
the default supply rate, you could run into a
situation where you have a | ot of noney that
needs to be recovered, a | ot of noney that needs
to be refunded. The latter is the easier
circunstance. It's always easier to refund. But
when it cones to recovery, that's where it gets a
little bit conplicated. You can find yourself in
sort of a |ast-man-standi ng position, where you
have too many dollars to recover and too few
custoners left by the tine you do the
reconciliation, that the resulting rates could
j ust be absurd, just ridiculously high, because
of the base of custoners that are left.

And that |eads into the Conpany's basic position
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that it would be ideal to have an opportunity to
adj ust the reconciliation rate during the course
of the year, whether it's a six-nmonth or even a
cost of gas kind of trigger to be keeping an eye
on that over/under as the year goes al ong?
(Garcia) Robert Garcia respondi ng.

Yes. | nmean, that's -- that's one of
several things that can be done to mtigate that
I npact .

Ckay.

(Garcia) But at a mnimumis what we are -- we
are suggesting nore frequent reconciliations.
Thank you. M ke Sheehan.

M. Geen, | wll point to you now.

Pl ease descri be your position with Liberty.
(Geen) Chris Geen, Manager of Energy Market
Qperations, in charge of the default service
procurenent for Ganite State.

And, M. Geen, did you prepare a technical

stat ement dated August 7, which has been marked
as Exhibit 6?

(Geen) Chris Geen. Yes, | did.

M ke Sheehan. Any changes or corrections to
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t hat ?
(Geen) Chris Geen. No, sir.
M. Green, on the summary of the techni cal
statenent, that indicates that the purpose of the
technical statenent is to nmake a proposal for
nore default -- nore supply fromthe market
for -- for these custoners, as directed by the
Comm ssion. And you and your team have presented
a proposal for that in your technical statenent;
Is that correct?
(Geen) Chris Green responding. Yes, that is
correct.
And, again, |ike our other witnesses, if you
coul d give us a one-paragraph, sort of, summary
of what the Conpany's proposal is.
(Green) Chris Geen respondi ng.

The Conpany is proposing a 100 percent
of the large custoner group, as requested from
t he New Hanpshire PUC, and a 50 percent small
cust omer group split, self-supply, as our
recommendation, with the cost estimation
fornul ated consistent with how t he PUC request ed.

Is it fair to say, M. Geen, that the nmechanism
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for inplenmenting this proposal would be the sane
as what the Conpany did a couple years ago during
that one period where we did not have a bid. It

woul d sinply be a change in the anount of power

t hat was bei ng obt ai ned?

(Geen) Chris Green responding.

Yes, that is correct. The |arge
custoner group will be exactly like the failed
RFP wi ndow, and then the small custoner group
will be consistent with a little bit larger of a
sel f-supply portion taken.

M. Green -- M ke Sheehan speaking -- there has
been sonme di scussi on about hedging in this
docket. There was a -- a request to discuss
possi bl e hedgi ng approaches.

Your proposal does not include any
speci fic hedgi ng outside of the 50 percent to the
mar ket and 50 percent (indiscernible).

Can you explain why the Conpany did
not reconmmend additional hedgi ng?

(Green) Chris G een responding.
It just didn't seemlike a -- an extra

| ayer was necessary. There's -- ny viewpoint is
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the 50 percent split is alnost a one-for-one
hedge with the full service requirenent.
Q So it's the Conpany's position that the 50/50
structure itself is a sufficient hedge?
A (Geen) That's correct. Chris G een respondi ng.
That's correct.
MR. SHEEHAN. Thank you, M. Geen. |
have no further questions.
CHAl RVAN GOLDNER:  Thank you. Havi ng
conpleted direct, we'll nove to cross, beginning
Wi th the New Hanpshire Departnent of Energy.
MR. YOUNG  Thank you, M. Chairman.
CROSS- EXAM NATI ON
BY MR YOUNG
Q My nane is Matthew Young on behalf of the
Depart ment of Energy.
The first question -- I'Il pose it to
M. Garcia, but anybody is free to answer if it's

better directed el sewhere.

The first question is on, | guess,
what 'l call financial inpacts of the market
procurenent proposal. |It's ny understanding that

currently, with the full service contracts, there
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iIs -- the UWility is responsible for paying the
supplier nonthly, and in the new | SO procurenent
nodel , there's tw ce-a-week settling with the

| SO.

And ny question is, does the Conpany
have any concerns about working capital and
I npacts on, | guess, the finances of the Conpany
due to those changes?

(Garcia) Robert Garcia respondi ng.

Yeah, that's part of a -- of a |larger
concern. Sifting out, for lack of a better way
of putting it, the way the nunbers shake out.

W haven't done any anal ysis as of
yet, but those are all factors contributing to --
| wouldn't say so nuch the concern with the
novenent, just that we nmay not have the
mechani sns needed to accommobdate a novenent as
rapidly as we seemto be taking to direct market
for (indiscernible.)

Mat t hew Young for the Departnent.

Did the Conpany do an analysis after

the, | guess, first nove into the |ISO markets?

(Garcia) Robert Garcia responding.
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That is scheduled to occur starting
next nonth. It goes into the larger -- just call
It the previous discussion, | should say, in our
testinony back in June, that we were | ooking to
do a reconciliation. W were gonna start doing
assessnents starting in October/ Novenber, just to
see how things were shaking out this -- this
summer with the forecast relative to the prices
t hat were paid.

And you nentioned also, M. Grcia, that there
was a -- | think you referred us to that there
could be sort of a |arger disconnect between, |
guess, costs and cost recovery. | think

M. Sheehan nentioned utilizing a trigger filing,
which is simlar to cost of gas.

| just wondered if | could follow up
on that line of discussion. Do you see any
benefits to a trigger filing versus just, |
guess, the Conpany comng in, on a certain basis,
certain tinmefranme? 1s there one that would | ead
you --

(Garcia) Well -- Robert Garcia responding.

The benefits of the trigger filing
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process -- and it's simlar to what | experienced
with Illinois -- is that the Conpany woul d have
the discretion to make the adjustnents as it saw
t he nunbers shaki ng up, whether it was a decrease
or an increase, in order -- with the -- with the
goal of maeking sure, at the end of the six-nonth
period, that you're as close to zero bal ance on
any deferrals in either direction.

Ilt'"'s alittle | ess cunbersone than

having to conme in periodically, say, like
quarterly, if that's -- is inplied by the
gquestion. | don't -- we hadn't made any

deci sions yet prior to what we were going to | ook
at .

| think this fall was -- in terns of
how wel | the forecasts were holding up with the
actuals, we were gonna give a little nore thought
to the periodicity of updates. Triggers are
part -- were part on the table, | guess, for our
consi deration. Maybe sonething a little |ess
frequent, maybe sonething quarterly, every couple
nont hs.

None of that has been decided in terns
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of fornulating the recormendation yet, but it's
all -- it's all gonna be considered once we start
| ooking at the nunbers a little bit.

Mat t hew Young again with the Departnent.

| guess ny final question is just on
comunity power aggregation. |Is the Conpany
awar e of any upcom ng communities that are --
will be |leaving default service or comunity
aggregation in the next six nonths?

(Garcia) Yeah, M. -- last year, M. Yusuf did
quite a bit of research on the status of -- of
muni ci pal aggregation prograns that have gone
t hrough the Comm ssion to get the necessary
approval s.

And, you know, right now, even with
Conmmi ssi oner Sinpson at the last hearing, right
now the -- it is -- the biggest fish in our
remai ning pond is Salem and ny understanding is
t hey have not yet passed the necessary ordi hance
or referendum here, but there is talk that they
are poised to start looking into that. So, you
know, there could be sone novenent in that regard

in the com ng nonths.
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And I'll defer to M. Yusuf, but I
believe it was sonething in the order of
magni tude of a remaining default | oad of around
80.

(Yusuf) Tom Yusuf. The town or city of Sal em
woul d roughly be -- | don't have ny Internet
wor king to | ook up ny nunbers, but | would say
it'"s in the ballpark of 75 to 80 percent of the
(i ndi scernible).

(Garcia) Robert Garcia responding, or follow ng
up, | should say.

So that gives rise to the concern that
we were -- had referred to in the tech statenent
regardi ng, sort of, the |ast-nman-standing
scenari o, where you have so few custoners |eft,
and there could be just |arge anobunts that need
to be addressed, and that would conplicate the --
obvi ously, the next reconciliation that would
normal |y occur in the springtine.

MR. YOUNG Thank you. No further
guesti ons.

CHAl RMVAN GOLDNER:  Thank you. 1'1|

turn nowto the Ofice of the Consuner Advocate's
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Cr 0Ss.
MR. KREI'S: Thank you, M. Chairman.

CROSS- EXAM NATI ON

BY MR KREI S

Q

This is Donald Kreis, the Consuner Advocate.

| think 1"'mgoing to direct ny
guestion to M. Garcia, but | have no objection
to any of the Conpany w tnesses answering any of
my questions. |'m happy to have the insights of
anybody here fromthe Utility.

My first question has to do with --
and ny focus, by the way, is strictly on the
smal | custoner group, because those are
residential custonmers. Just don't -- don't focus
on the large custoner class at all.

And so ny first question has to do
with the fact that the Conpany chose to propose
50 percent of its default energy service |oad
bei ng procured fromthe | SO New Engl and day- ahead
and realtime markets. And the Conmm ssion has the
ability to nake a proposal that called for at
| east 30 percent procurenent fromthose sources,

or that source.
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So I'mcurious to know why the
Conpany -- and | think I know, 'cause | have
heard these argunents earlier, but 1'd like to
know why exactly the Conpany chose 50 percent
rat her than just 30 percent or, frankly, 100
per cent.

(Garcia) Yeah, Robert Garcia responding.

I"'mlooking to the TV nonitors of ny
col | eagues in M ssouri.

(Geen) Chris G een.

It seened cleaner from-- from our
perspective. The 30 percent, just doing the bare
mninmum-- and we're not marketing all that nuch
as it is with our custonmer load as currently
constructed. 50 percent seened like it gave us a
one-for-one hedge, and it gave us sonme downward
pressure that | believe the Comm ssion is | ooking
for on those costs.

This is Attorney Kreis again.

So I"'mgoing to now ask M. Geen to
explain that a little bit. | have to say, |
didn't really understand your answer about

downwar d pressure.
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(Green) Chris Geen respondi ng.

By marketing a | arger portion, which
isn't all that nmuch when it's Liberty's | oad,
it's -- it's -- it's allowing nore load to be at
that spot price, which has historically been
| ower than the full service requirenent that, in
our proposal, we are identifying kind of as its
own hedge.

Ckay. | think my focus now goes back to

M. Garcia. | -- 1 think it was your testinony
that had to do with this idea of noving to a -- a
trigger-like process that would essentially all ow
you to vary the price of default service in a way
that avoids a nass stanpede away from default
service at the end of the six-nonth procurenent.
And | -- | guess -- and | hope this doesn't cone
across as too snarky a question, but are you
really saying that what you really hope to do is
prevent a custoner stanpede by outsmarting

cust oners, because you woul d be assum ng that

nost of them woul dn't be savvy enough to migrate
away i mredi ately upon those kinds of price -- or

t hose market distortions, | guess -- narket
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fluctuations really is what |'m..
(Garcia) Robert Garcia responding.

| think there was a question in there.
I"'mnot quite sure what -- what part of it..
Well, aren't you really depending, if you go to
this nonthly trigger thing, on the fact that
custoners, residential custoners, won't be ninble
enough to know to mgrate away fromthe default
service faster than the Conpany can change the
price?

(Garcia) | can't say that was -- that's part of
the cal culus, but there's a possibility of a
nonthly trigger or anything naybe | ess frequent
t han t hat.

The largest mgration is being driven
by tinelines that are beyond the custoner's
control that | think are mainly driven by
comunity aggregators. And when they decide to
swtch custoners, | don't know that they're
m ndf ul of anything that's, you know, on our
books and what we're filing for triggers.

If they can see sone type of a wave

com ng that they're looking to avoid, it's hard
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to say. But, no, | don't -- | don't think that's
part of the decision custoners are probably going
to be making or that have been nade for them

I f the Conmpany had not been directed to procure
at |l east 30 percent -- or proposed procurenent of
at |l east 30 percent fromthe spot nmarket, what
woul d the Conpany be proposing to the Conmm ssion
If it had total discretion to propose an approach
to default energy service procurenent that it
regarded as optimal, either fromthe Conpany's
perspective or the perspective of its small

cust oner cl ass?

(Garcia) Robert Garcia responding.

| woul d defer to nmy coll eagues in
M ssouri .

(Geen) Chris G een.

You' re aski ng what we woul d propose if
not directed to -- with the current proposal ?
Yes, M. Geen.

(Green) Yeah, that's -- that's not sonething that
we've -- that |'ve considered. | haven't put
much thought into what we would do if we didn't

have the current agreenent and the order and
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the -- our proposal. So I'd have to get back

Wi th you on that.

Ckay. M. Geen, have you had an opportunity to
| ook at the testinony filed by ny coll eague,

M. Vatter, fromthe Ofice of the Consuner
Advocate? | believe it has been marked for

i dentification as Exhibit 8.

(Green) Chris Geen responding.

Yes, | have. | have skimmed it, and |
think I believe I've read it. |I'mstill trying
to digest it alittle bit, so -- yeah.

Do you, M. Geen, or any of the other Liberty
panel i sts, have an opinion about M. Vatter's
testinony; and if so, what is it?

(Doll) I can go ahead.

Can everybody hear ne? Al right.
Aaron Dol |l responding for Liberty.

Simlar to Wtness G een, | have read
the direct testinony of Wtness Vatter. | --
think we probably still have sonme outstanding
guestions on the nechanics of what is being
proposed. That being said, the -- the --

probably the main portions that would be of
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concern to us is the volunetric risk that Wtness
Vatter is expecting the Conpany to take for the
procurenent of -- of generation to serve | oad
t hrough the futures market, with community
aggregation and performng a -- | believe it was
a three-year-out futures | ook.

| think that beconmes a little too
hei ghtened of risk for us to take on that
volunetric risk, and -- and with the hope that we

beat the markets and are able to | ower costs

and -- and invest in distribution facilities.
So overall, | think it's -- 1t's an
interesting notion. | know we have tal ked a

little bit about the electricity futures. W' ve
talked a little bit about sone of the LMP call
options that we had proposed in prior
pr oceedi ngs.

| would say overall, ny experience
wi th, you know, different -- different
opportunities for procurenment is to neet with
stakehol ders and try to find an agreeable path
forward that we can all agree on ahead of tine.

And so, the Conmpany woul d still
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encourage the Conm ssion to nove forward in that
di rection.

Q M. Doll, you are aware, | presune, that when the
Commi ssion granted the OCA and other parties
| eave to file our testinony on the date that we
filed M. Vatter's testinony, there was al so an
opportunity thereafter to pose questions to the
OCA and its w tness.

Did -- did your Conpany pose any

guestions to the OCA?

A (Doll) I don't believe we posed any questions to

t he OCA
MR. KREI'S: Thank you.
Those are all the questions | have at
this time, M. Chairman.
CHAIl RVAN GOLDNER:  Thank you. We'l|
turn now to Conm ssioner questions, begi nning
w th Conm ssi oner Chattopadhyay.
BY CVBR. CHATTOPADHYAY:
Q Good norning. Comnm ssioner Chattopadhyay.
Have you been tracking what's going on
with the -- you know, the mgration to community

power aggregation? You talked about it a little
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bit, speaking about Salem but just give ne a
sense, like, how things are going in terns of
when a town is noving to community power, what
percentage is staying with you and what is going
to community power, because there's an opt-out
approach, so | just want to get a sense of what
I's your data telling you.

(Garcia) Robert Garcia responding.

Well, | nmean, | think it's a figure
that, unfortunately, ny colleague can't pull up
on his | aptop, because we don't -- can't quite
log in here. But we believe it was, again, in
the order of 70 to 80 percent of the remaining
default supply | oad would | eave when -- if and
when Sal em deci des to pursue a nunici pa
aggregation program is the ballpark we're
| ooking at. So that is sort of the cliff that |
spoke of earlier in terns of ratenaking.

So you were -- so let nme get it clear. So you're
saying, of the remaining load, 70 to 80 percent
will |eave, right?

(Garcia) In Salem

Just in Sal enf?
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(Garcia) Yeah.

"' masking in other towns, |ike, what's going on?
Li ke, what is your -- so what other towns have

al ready gone to community power aggregation?

And, if so, can you give ne a sense of the
percentage of custoners that have -- that are
staying put with conmunity power aggregation and
how many of themare -- you know, are opting out?
(Garcia) Unfortunately, that's -- that's | ocked
into -- that's locked in M. -- I'msorry.

Robert Garcia respondi ng.

Unfortunately, that's | ocked in
M. Yusuf's conputer, but we can certainly
provi de our research in a record request.
| think last tinme we tal ked about it, you had
shared sone stuff. But there are three different
default service solicitations, so | may have
forgotten whether it was about Liberty or not.

So l'mreally trying to get a sense of
whet her there is any change. | -- to the best of
nmy understanding, a |lot of themare choosing to
stay with community power aggregation. Only a

snmal| percentage is choosing to opt out. So |
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think it would help if you respond to a request
that we can have. | nean, it's not going to

I npact the decision, just help -- will help us
under stand how t hi ngs are goi ng.

(Garcia) Ckay. Robert Garcia responding.

Absolutely. And, in terns of the
opt-out rates that we're seeing, | would be
wlling -- we can dig into that and see if we can
discern a rate average.

Yes, that would be -- that's precisely what |I'm
trying to | ook at.

(Garcia) But in ny experience in lllinois with
that, it's typically very low, which is why
everyone |ikes to pursue opt-out municipa
aggregation. It's very efficient.

CVBR. CHATTOPADHYAY: That's all |
have. Thank you.

CHAl RVAN GOLDNER:  Thank you. | don't
think I have any further questions for Liberty.
We can nove to redirect.

MR. SHEEHAN:. | have no further
guestions. Thank you.

CHAI RMAN GOLDNER:  Thank you. We'l|
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just take a brief recess before we nove to
Dr. Vatter's testinony.

The Liberty witnesses are excused.
Thank you for your tine today.

(Recess taken.)

CHAl RVAN GOLDNER:  Ckay. We're now
back on the record. The OCA witness will please
state his name for the record.

THE W TNESS: (Vatter) Marc Vatter.

CHAI RMAN GOLDNER: Do you have your
m cr ophone on, sir?

THE W TNESS: (Vatter) Check.

(Wher eupon, MARC H. VATTER, was

duly sworn by Chai rman Gol dner.)

CHAl RVAN GOLDNER:  Thank you. The
wWtness is ready for direct -- the witness is
ready for direct.

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

DI RECT EXAM NATI ON
BY MR KREl S:
Q This is Attorney Kreis conducting direct
exam nation of OCA Wtness Vatter.

M. Vatter, you have already
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identified yourself. Can you tell the Conm ssion
what your job is.
(vVatter) I'mthe D rector of Econom cs and
Fi nance at the OCA.
And turning your attention to what has been
marked for identification as Exhibit 8. First of
all, that exhibit consists of a proposed
testinmony fromyou as well as, | think, three
Excel spreadsheets that were attached to it,
correct?
(Vatter) Correct.
And you prepared all four of those docunents,
presune?
(Vatter) Yes.
And do you have any updates or corrections to
make to Exhibit 8?
(Vatter) Marc Vatter respondi ng.

| would like to thank the Conm ssion
for giving us extra tinme to do this, but yes. In
table -- the third columm | abeled "Net" should be
deleted. In the first colum, the word "cost"
shoul d be changed to "gross cost.” And the sane

change shoul d be made to the correspondi ng
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cells in the Excel spreadsheet -- in the
spr eadsheet s.
On Bates page 016, Line 15, the words
“"the former is negative and" shoul d be del eted.
And, finally, on Bates page 008, Line
14, the words "nore" and "l ess" -- quote, nore,
end quote, and quote, |less, end quote, should
reverse positions.
Thank you. Subject to all of those corrections
and updates, if | asked you all of the questions
in Exhibit 8 live here in the hearing room would
the answers that you would give here on the stand
be the sane as those that are reflected in
Exhi bit 8?
(Vatter) Yes, they woul d.
And so, therefore, you adopt Exhibit 8 as your
sworn testinony in this proceedi ng?
(Vatter) Marc Vatter responding. Yes.
M. Vatter, what notivated you to offer this
testi nony?
(Vatter) Marc Vatter responding.
The fuel price shock of 2022 was a

probl em for some residential custoners. People
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wi th high incomes and secure jobs handled it

fine. The people who were poor or unenpl oyed had

trouble covering high utility bills.

My testinony docunments this, and that
It was a problemfor 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.

Wbul d your proposal be cost effective if there
were never again to be such a great shock in the
future?

(Vatter) Wthout such a shock, the strategy |
propose woul d not be worth the risk prem um
residential custonmers would have to pay.

However, these shocks had been
occurring since 1973, and there are good reasons
to expect themto reoccur, which | explai ned
briefly in ny testinony and nore deeply in other
testinony and witings.

Do you -- do you know when -- when there'll be
such a disruptive shock in whol esal e narkets
agai n?

(Vatter) Marc Vatter responding.
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No. Even the (indiscernible) --

exporting countries does not know.

(I ndi scernible.)

Your answer woul d be the sane, even if | offered
to lend you ny crystal ball that's on the desk?
(Vatter) Yeah. (Indiscernible.)

Could you, in light of all of that, just briefly
descri be the proposal that you nade by your

testi nony today?

(Vatter) Marc Vatter responding.

| propose that the Conpany purchase
el ectric coommodity three years in advance using
futures contracts at the Mass Hub, rather than
maki ng the spot purchases being integrated into
default procurenent, beginning with the delivery
I n August 2028.

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

LMPs bei ng Locational Marginal Prices?

(Vatter) Marc Vatter respondi ng. Yes.
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Is there any reason, in your mnd, why the
Conpany should enter into futures contracts for
delivery before August of 20287
(Vatter) Marc Vatter responding.

CHAl RVAN GOLDNER:  Excuse ne,
Dr. Vatter.

THE WTNESS: (Vatter) Yes.

CHAl RVAN GOLDNER: I f you could
actual ly back off the m crophone. [It's not
pi cking you up. It's all right. W
overconpensated earlier. Al right.

THE WTNESS:. (Vatter) So | think the
guestion is, is there any reason the Conpany
shoul d not use futures contracts for delivery
bef ore August of 2028, and there -- and not at
this tinme. That is to say, there's not, at this
tinme, a reason they should not do so, since there
IS no surge in price shock now baked into the
futures curve during the next three years.

(I ndi scernible.)

The shock of 2011, when OPEC hel d back

production after Libya went offline, occurred

| ess than three years after the shock of summer
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2008.
BY MR KREI S:
M. Vatter, you were here in the hearing rooma
few m nutes ago when the Conpany's w tnesses were
testifying; were you not?
(Vatter) | was.
And you have heard nme ask Liberty w tnesses what
their assessnent of your testinony is, and |
believe it was M. Doll who responded that he was
maybe not ready to enbrace it, because he thought
that the proposal you were nmaking inposed sone
| oad risks, by which I think he neant that the
Conpany woul d see migration of |oad away fromthe
default service, |eaving the Conpany stuck with a
bunch of futures contracts and no |oad to serve
them wi t h.

You heard that testinony; did you not?
(Vatter) Marc Vatter. Yes, | did.
And do you have a response to it?
(Vatter) Marc Vatter. Yes, | do.

It's an understandabl e concern, in the
time of comunity aggregation, but | want to

observe that the -- the futures (indiscernible),
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and it's not even necessarily a |osing
proposition for the Conpany to dispose of futures
contracts. | mean, they can go up, prices, as
wel | (indiscernible).

(I'ndiscernible) liquidating, if you
went to tal k about stranded costs.
(I ndi scernible), and they could be just be sold
on the exchange, or the Conpany coul d even
approach CPCNH and say, "Do you want to buy
these,” and if the price is low, the Conpany is
| ooking at loss -- (indiscernible) are nore
attractive to CPCNH

Just, | think we need to renenber that
as those new nmarkets develop and the nore they
devel op, the (indiscernible), but I -- | wouldn't
want (i ndiscernible) any kind of trouble, because
they have to sell these to CPCNH or anything |ike
t hat, because (indiscernible).
And, finally, M. Vatter, | want to give you a
chance to respond to sonething that | heard
Chai rman CGol dner say at the very beginning of the
hearing, just in case he wouldn't ask you this

guestion hinself, but | heard hi msuggest that
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what the Comm ssion mght do, in |ight of the
fact that the Conpany is hoping for an order by
Cct ober 1st, that the Comm ssion m ght just take
your approval and defer it to some future point
for consideration then.

Do you have a response to that notion
of basically putting your proposal on hold for
the tinme being and dealing with it later?
(Vatter) Marc Vatter responding.

VWl l, you know, the proposal, we
didn't just (indiscernible) imediately ensuing
procurenent (indiscernible).

| mean, if that -- if that sort of --
you know, it doesn't get lost, it's okay, because
there's tine for -- for this to be organi zed. |
nmean, | knowit's lots of change. And -- and, |
mean, explicitly nore than using sonething that
woul dn't start (indiscernible) until 2028. So

I f the Comm ssion does neet up again, it's okay

with ne.

CHAl RVAN GOLDNER:  |'m sorry, Attorney
Kreis. It's just a m crophone issue. The --
back up a little bit nore. Thank you. | just
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want to make sure that --

THE WTNESS: (Vatter) How s this?

CHAl RVAN GOLDNER: My feedback is not
realtime, but | think that that woul d be about
right. Thank you.

CVBR. CHATTOPADHYAY:  Conmmi ssi oner
Chat t opadhyay. | would, if possible -- if you
nove the mc alittle bit away fromyou, you wll
be confortable, and that m ght help nore.

CHAI RMAN GOLDNER: That sounds good.
Three to four inches is the rule of thunb we use
up here.

Thank you, Attorney Kreis.
apol ogi ze for the interruption. W just want to
make sure that the testinony gets captured.

MR. KREI'S: Absolutely, M. Chairnan.
We definitely want that. And nobody is
conpl ai ni ng about how I' musing ny m crophone,

whi ch is good.

BY MR KREI S:
Q So -- however, Dr. Vatter -- it's just ny |ast
question -- your proposal for purchasing futures

contracts isn't ultimately intended as a
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repl acenent for this Conpany nmaki ng purchases in
t he day-ahead and realtine spot markets of | SO
New Engl and?

(Vatter) Marc Vatter responding.

| would say -- | would say largely.
Largely. | -- 1 -- 1 don't know how spot
pur chases woul d have a role to play. But,
essentially, long term the spot purchases woul d
pose a risk on the custoners that -- that the
Conpany can hedge at a very low -- well, at a
negative cost.

O course, those savings are passed on
to the custoners. In terns of its expenditures
on commodity, the Conpany is sinply made whol e,
but the custoners are better off. And so | --
| -- | would describe that as nutually
beneficial. You take one dollar from custoners
and give it to the Conpany, and then everybody
woul d gai n sonet hi ng.

But -- but -- but, yes, the -- the
Conpany is in a position to hedge risk on behalf

of the custoners, and nost custoners woul d gain,

and those who didn't would sinply be indifferent.
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| nean, people who have hi gh i ncone
and secure jobs can weat her a shock w thout nuch
problem But people -- nost people experience
sone variation in their circunstances during
econom c fluctuations, and they are not in a good
position to assune the risk posed by the spot
mar ket , provided that those risks include the
ri sks of gl obal fuel price shocks.

And so -- and so it's better to
procure on the futures market than on the spot
mar ket for that reason long term

MR. KREI'S: Thank you. Those are al
t he questions | have on direct exam so
M. Vatter is now available for
Cross-exam nati on.

CHAI RVAN GOLDNER:  Thank you. W'l
begin cross wth Liberty.

MR. SHEEHAN:. | have no questions for
Dr. Vatter. Thank you.

CHAl RMVAN GOLDNER: Thank you. W'l
nove to the New Hanpshire Departnent of Energy.

MR. YOUNG The Departnent has no

guestions either.
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CHAl RVAN GOLDNER: Ckay. We'll nove
to Comm ssi oner questions, beginning with
Commi ssi oner Chattopadhyay.

BY CVBR. CHATTOPADHYAY:

Q | have a quick one. Your recommendation of the
t hree-years approach is based on your under --
your -- you |ook at data that suggests that these
shocks happen, sort of, every three years, but
does it have to be tied to that? O could you
have suggested or recommended that maybe this
shoul d be done every two years or, on the other
si de, maybe done every four years? | just want

to understand that piece.

A (Vatter) Marc Vatter --

Q Can | -- before you respond. As | understand
your testinony, you are saying that the Uility
or the 1/O-- the I/0O can go ahead and do this,
but they don't have the flexibility to deal with
the futures, depending on how things play out,
that they can -- it's not like it's being firned
up -- this is the only approach. They can al ways
rely upon the market dynam cs to nake

adj ust nent s.
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> O > O

Having said that, | amstill trying to
understand that -- isn't that good enough,
whether it's two years or four years, that --
(Vatter) Marc Vatter responding.

What's critical is that they purchase
the futures contract before the market sees a
gl obal fuel price shock comng. Once it sees it
comng, then the futures prices and the spot
prices fall (indiscernible).

The way | arrived at three years did
involve a little bit of judgnment. So | rounded
the prices at Henry Hub to the nearest 25 cents.
And that was -- that was the judgnent. And then
| -- | observed that the average length of tine
bet ween when prices were the sane, but noving in
the opposite direction, was three years.

So, did that answer your question? So
that's -- yes, that's just a cycle we observe in
the gas prices which drive the LMs.

Understood, but -- but | think --
(Vatter) Oh.
Sorry.

(Vatter) | thought you asked that, but go ahead.
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I"'mtrying to get a sense of, what if we had
noved to a two-year approach? Wuld have --
given that you can still have the nmarket --
you -- I'mtal king about the Utility -- can still
participate in the markets --
(Vatter) Yeah. | nean, if | had -- if | had
rounded to 50 cents or 10 cents, | mght have
done two years.
Ckay.
(Vatter) But -- but | think three years is
meani ngful , though. And the reason is that that
globally -- and our prices at Henry Hub are
driven globally for sure. There's a |ot of LNG
export capacity there. And so the prices at
Henry Hub affect prices in Ansterdam and vice
ver sa.

And -- and in terns of
decarboni zation, there is still a | ot of
substitution of gas for coal globally. And one
of the things that drives gas prices is electric
generation, and it takes three years to build a
conpliance cycle. For a coal plant -- conbi ned

cycle, there's a three-year lead tine. And this
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Is why the forward capacity options originally
were set for three years.

And they're even still building sone
conbi ned cycles in the United States. And so,
it'"s not -- it's not a nystery why one sees this
t hree-year cycle.

| would add that, you know, if the --
If the | SO goes ahead and noves to a pronpted
seasonal for capacity option, when gas prices and
their nmore -- LMPs are still on a three-year
cycle, you know, this proposal |ooks better,
because there's sone volatility beyond that which
Is mtigated through the capacity market that,
you know, you would want to handl e t hrough the
futures market.

CVBR. CHATTOPADHYAY: Thank you.
That's all.

CHAl RVAN GOLDNER:  Ckay.

BY CHAI RVAN GOLDNER
Q M. Vatter, just one question or one |line of
guesti oni ng.

Do you know or have an understandi ng

of how CPCNH does their procurenent?
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(Vatter) Well, | know they do it on a |arge
scale. | don't know that -- | know they do sone
ri sk managenent. | don't know if they're doing

anything three years in advance. They're free to
do this, too.
When you say you know that they do sone risk
managenent, what -- what form does that take, or
do you have an understanding of what it is that
they're doing to nanage their risk?
(Vatter) | don't know the extent to which they
use futures markets, but | would be surprised if
they didn't.
CHAI RMAN GOLDNER: Ckay. Thank you.
Ckay. The witness is available --
witness is available for redirect.
MR KREIS: | have no redirect,
M. Chai r man.
CHAI RVAN GOLDNER:  Thank you.
Ckay. Thank you for your testinony
today, Dr. Vatter. The witness is excused.
Havi ng heard no objections, the
Commi ssion will now strike identification on

heari ng Exhibits 6, 7, and 8, and enter theminto

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

54

evi dence.

(Exhibits 6, 7, and 8 admtted.)

CHAl RMVAN GOLDNER: | will now invite
the parties to make brief closing statenments on
the record, and we'll begin with the New
Hanpshire Departnent of Energy.

MR. YOUNG  The Departnent does
appreciate the opportunity to share its
consi deration today and also tech statenents that
we filed in this docket.

The Departnent does continue to
recommend that the Conm ssion proceeds, | guess,
wi th caution in any changes to the energy
procurenent for the state.

As we did hear today, the Conpany
hasn't -- hasn't had an opportunity to | ook back
at (indiscernible) periods, the working capital
considerations. So | guess an opportunity for
t he Conpany and the Departnent and the OCA to
revi ew those, those figures and costs, m ght be
appropri ate.

And | think also that, if such a

revi ew period was consi dered by the Comm ssion,
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that would also likely provide an opportunity
beyond t he one-week di scovery to review, | guess,
the benefits and costs of entering into the
futures market as well to be discussed. Thank
you.

CHAl RVAN GOLDNER:  Thank you. | w |
turn now to the Ofice of the Consuner Advocate.

MR. KREI'S: Thank you, M. Chairnman.
And thank you for the thoughtful reception of
M. Vatter's testinony at today's heari ng.

The OCA' s prem se, having thought a
| ot about the default energy service over the
| ast few years, is that the UWilities and the
Comm ssion and the Departnent, | suppose us, too,
shoul d work together to nake default service a
viabl e option for residential custoners to
consi der as they decide fromwhere they wish to
purchase their retail energy.

So our proposal for looking to the
futures market as a better market for default
service to play in than the spot market is
offered up in that spirit. And I'mglad to hear

that the Comm ssion takes it seriously and is
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willing to consider it.

| -- | share the Departnent of
Energy's instinct for caution here, and | think
in a better world, | mght prefer to | ook at how
the current procurenent perforns before | nove to
an even bigger reliance on the spot market for
this Uility to acquire default energy service.

But that said, | can tell the
Comm ssion that it is wong to ask the utilities
-- or it was wong to ask the utilities to turn
up the spigot on spot purchases, and the 50/50
idea that this Uility has proposed here for the
smal | custonmer class has been reasonably defended
or expl ai ned by the Conpany.

SO -- sol'm-- I"moffering up a --
just a belief in the Conm ssion to do the nost
t houghtful thing it can, and to take our proposa
seriously as a better approach than spot
purchases, ultimately. And | would ask that it
receive all of the consideration it deserves.

That's all | have to say.

CHAl RVAN GOLDNER:  Thank you, Attorney

Kreis. |'ll just say, before turning to the
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Conpany for close, we do take the testinony of
Dr. Vatter seriously and appreciate the filing,
read it thoroughly, and understand that it is --
it is sonething that is -- is sonething that the
Comm ssi on can, and shoul d, consi der.

Ckay. Thank you.

So we'll nove nowto closing fromthe
Conpany.

MR. SHEEHAN:. Thank you. And on that
| ast vein, | neant no disrespect to Dr. Vatter by
not asking himquestions. It was on the sane
vein of it's newand it's big, and it's sonethi ng
that requires a |l ot of thought, which we wl|l
engage in as well.

For this Docket, decisions to change
the default service process is really a policy
decision. In this case, we were asked to nake a
proposal to respond to the Comm ssion's direction
on policy. W have done so.

As the w tnesses have said, and based
on our history, we are able to inplenent the
program that we've proposed. W're wlling to

inmplenment it if the Comm ssion so orders.
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The -- you know, it's neither here nor
there for us at sone level. Again, default
service is a passthrough. |It's a service that

we're required to offer, and we're happy to

offer, but it doesn't -- we have less skin in the
gane, if you will. So it's sonething we'll do,
and we'll do conpetently if so ordered.

We do ask that the Conm ssion consider
carefully M. Garcia and M. Yusuf's testinony
about nechanics of the reconciliation process.
It is a concern that, if we were to set a rate
t oday based on Sal em being part of our | oad
hal fway through the year, and it drops off, we
woul d have a significant variation. And if we
could address that nore tinely, we could --

And just to put a little nore finish
on Salem M understanding is, they are in the
process within the governnent |evel of Salem --
and they are a town, not a city, so everything
has to be approved in the town neeting, which is
next spring. So we wouldn't expect a fornal
decision from Sal emuntil the spring, and

presumably, if it's passed, it would be filed
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with the Comm ssion sonetine in quarter two,
quarter three next year. So that's ny guess. |
don't put any nore into it than that, but that's
nmy under standi ng of the timng of Sal em

And as the wi tnesses said, that would
| eave us with variable default service, which is
fine. W're working closely with CPCNH to
i npl enent the whol e of the aggregations that have
cone along, and things are going relatively
snoot hly. So thank you.

CHAl RVAN GOLDNER:  Ckay. And that
woul d be -- that would, of course, be interesting
fromthe perspective of, you know, what woul d be
the right percentage. |If you | ose 80 percent of
your load, would it go to 100 percent? Wuld
t here be enough even to go to auction wth,
etcetera. So | think that's the step-by-step
process, which I think we're considering here in
this Docket and future dockets, so -- but thank
you for Liberty's work on this, and the
t houghtful testinony. It was very hel pful.

Ckay. I'll just check now to see if

there's any other matters that require our
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attention here today.

Al right. Thank you very much. The
Comm ssion will take the matter under advi senment
under its ruling on the Conpany's proposal, in
advance of October 1st, and the hearing is
adj our ned.

(Wher eupon the hearing

adj ourned at 10:20 a.m)
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