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Executive Director and Secretary 
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Re: Interim Default Enerm Service Rate 
Docket No. DE 06-1 25 

Dear Ms. Howland: 

Enclosed please find an original and six copies of the testimony and attachments of Robert A. Baumann 
containing a recalculation and supporting documentation for a Default Energy Service rate applicable to 
PSNH's customers who take service under Default Energy Service Rate D on and after July 1,2007. 
PSNH requests the Commission to approve a decrease in the rate from the current 8.59 cents per 
kilowatt-hour to 7.88 cents per kilowatt-hour. 

PSNH has also filed on this date a request for a rate change in its Stranded Cost Recovery Charge Rate. 
PSNH will later file a request for an adjustment in the Transmission Cost Adjustment Mechanism rate 
("TCAM"). All three rate changes are proposed for effect on July 1,2007. PSNH requests that the 
Commission schedule a hearing in June to address all three rate changes. Copies have been mailed or 
hand delivered to the persons on the attached service list. 

Sincerely, 

Gerald M. Eaton 
Senior Counsel 
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THE STATE OF NEW HAMPSHIRE 

BEFORE THE NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION 

PREPARED TESTIMONY OF ROBERT A. BAUMANN 

DEFAULT ENERGY SERVICE RATE MID-TERM ADJUSTMENT 

Docket No. DE 06-125 

1 Q. Please state your name, business address and position. 

2 A. My name is Robert A. Baumann. My business address is 107 Selden Street, Berlin, Connecticut. 

3 I am Director, Revenue Regulation & Load Resources for Northeast Utilities Service Company 

4 (NUSCO). NUSCO provides centralized services to the Northeast Utilities (NU) operating 

5 subsidiaries, including Public Service Company of New Hampshire (PSNH), The Connecticut 

6 Light and Power Company, Yankee Gas Services Company, Western Massachusetts Electric 

7 Company and Holyoke Water Power Company. 

8 Q. Have you previously testified before the Commission? 

9 A. Yes. I have testified on numerous occasions before the Commission. 

10 Q. What is the purpose of your testimony? 

1 1  A. The purpose of my testimony is to provide a detailed overview of PSNH's request for a mid-term 

12 adjustment to decrease the current Default Energy Service (ES) rate effective on July 1,2007. 
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Q. Please provide the historic and current ES rates. 

A. The table below outlines ES rates in effect from May 1,2001 to the present for residential, small 

commercial and industrial customers (Group 1) and large commercial and industrial customers 

(Group 2). 

Date of Service 

May 200 1 - January 2003 
February 2003 - January 2004 
February 2004 - July 2004 
August 2004 - January 2005 
February 2005 - July 2005 
August 2005 - January 2006 
February 2006 - June 2006 
July 2006 - December 2006 
January 2007 

(Small) 
Group 1 

4.40 cents per kwh 
4.60 
5.36 
5.79 
6.49 
7.24 
9.13 
8.18 
8.59 

O.arge) 
Group 2 

4.40 cents per kwh 
4.67 
5.36 
5.79 
6.49 
7.24 
9.13 
8.18 
8.59 

Initially, Energy Service rates were set by statute. Beginning in February 2003, the Energy 

Service rate for large commercial and industrial customers (Group 2) was based on PSNH's 

forecast of "actual, prudent and reasonable costs." Beginning in February 2004, the Energy 

Service rate for all retail customers was based on a forecast of PSNH's "actual, prudent and 

reasonable costs." 

10 Q. What is PSNH requesting in this proceeding? 

1 1  A. In this proceeding, PSNH is requesting that the Commission approve a mid-term adjustment to 

12 the ES rate for all customers effective July 1,2007. This rate adjustment would decrease the 

13 current ES rate of 8.59 cents per kwh to 7.88 cents per kwh, based on actual results through 

14 April 2007 and the most current forecast of PSNH's costs of providing such power for the 
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remainder of 2007. The detailed calculations supporting the proposed ES rate and all 

over-recovery values can be found in Attachments RAB-1 and RAB-2 to this testimony and a 

detailed explanation of the reasons for the over recovery can be found in Attachment RAB-3, the 

Technical Statement of Richard C. Labrecque. 

5 Q. Please provide an overview of how the Energy Service cost recovery mechanism works. 

6 A. PSNH recovers the cost of supplying energy to customers who choose to receive energy from 

7 PSNH though the ES rate. The ES rate is forecasted and reconciled once actual costs are known. 

8 ES reconciliation amounts beginning in February 2006 are deferred and applied to future ES rate 

9 recoveries per the Commission's order and findings in Docket No.DE 05-164, Order No. 24,579, 

10 dated January 20,2006. 

Describe what has transpired during the ES period beginning January 1,2007? 

The current ES rate of 8.59 cents per kwh began on January 1,2007 for the twelve month period, 

January - December 2007. Since that time, there has been a decrease in current market prices 

from the level used in forecasting the current ES rate of 8.59 cents. This change, coupled with 

other operational issues that have also lowered ES costs, has created an over-recovery of ES costs 

for the 12 month ES billing year. The total projected over-recovery for this ES year is now $27.1 

million. This amount is made up of actual over recovery through April 2007 of $25.2 million and 

projected over recovery of $1.9 million for the May - December time period. Our proposed ES 

rate of 7.88 centsfkwh reflects this actual and projected over recovery of $27.1 million. 

20 Q. Are the costs that PSNH has included in this ES rate filing consistent with past ES filings? 
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1 A. Yes with one exception noted below. ES costs contain the generation asset revenue requirements, 

2 entitlements and purchased power obligations. In addition, Energy Service costs include the fuel 

3 costs associated with PSNH's generation as well as costs and revenues from market purchases 

4 and sales of electricity and ISO-NE expenses and revenues. The generation revenue requirements 

5 include non-fuel costs of generation, including non-fuel operation and maintenance costs, 

6 allocated administrative and general costs, depreciation, property taxes and payroll taxes, and a 

7 return on the net fossiVhydro investment. 

8 As an exception effective July 1,2007, PSNHYs proposed ES costs reflect the ES portion of 

9 uncollectible expense consistent with the Settlement Agreement in PSNHYs Delivery Service Rate 

10 Proceeding, Docket No.DE 06-028. The proposed mid-term ES rate reflects uncollectible 

11 expense of $1,015,000 applicable to July - December 2007, which is 50% of the annual amount 

12 of $2,030,000 noted in the Settlement Agreement. 

How are PSNH's mandated purchased power obligations (IPPs) valued in calculating the 

Energy Service rate? 

PSNH includes the IPP generation as a source of power to meet the PSNH's load requirements, 

and that power is valued based on projected market costs (energy and capacity). The over-market 

portion of purchases from the IPPs are considered to be a stranded cost and recovered as a Part 2 

cost through the Stranded Cost Recovery Charge. This treatment is consistent with the 

Restructuring Settlement and the Commission's Order in Docket DE 02-166. As market prices 

drop, the ES costs drop and there is a corresponding increase to the SCRC rate for the same time 

period. To properly match the recovery of IPP costs, PSNH will also simultaneously file for a 

change in the SCRC rate effective July 1,2007. 
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Q. Does PSNH propose to implement the new Energy Service rates on a bills-rendered basis? 

A. Yes. PSNH proposes implementation of the new ES rates for all customers taking such service 

on a bills-rendered basis, consistent with the methodology used for all such rate changes in prior 

years. 

Q. Does PSNH require Commission approval of this rate by a specific date? 

A. Yes, PSNH would need final approval of the proposed ES rate by June 29,2007, in order to 

implement the new rate for bills rendered as of July 1,2007. Therefore, PSNH requests that the 

Commission commence a proceeding so that the procedural schedule can be set to review this 

filing and approve the ES rate in a timely manner. 

Q. Does this conclude your testimony? 

A. Yes, it does. 
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PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE 
ENERGY SERVICE RATE CALCULATION 

(Dollars in 000's) 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 Summary of Forecasted Energy Service 
11 Cost For January 2007 Through December 2007 TOTAL COST Reference 
12 
13 Fossil energy costs $ 182,114 Attachment RAE-2. page 2 
14 FIH O&M, Depreciation & Taxes 11 8,374 Attachment RAB-2, page 2 
15 Retum on rate base 35,297 Attachment RAE-2, page 2 
16 Ancillary, ISO-NE, Uplift & Capacity Costs 39,355 Attachment RAE-2, page 2 
17 Vermont Yankee 6,763 Attachment RAE-2, page 2 
18 IPP costs 58,018 Attachment RAB-2, page 2 
19 Purchases and Sales 197,622 Attachment RAE-2, page 2 
20 Retum on ES deferral (961) Attachment RAE-2, page 2 
21 ES Uncollectible Expense 1.01 5 Attachment RAE-2, page 2 
22 2006 actual ES under/(over) recovery (19,445) Attachment RAB-2. page 2 

23 Total Updated Energy Service Cost 
24 Total Updated Revenue at 6.59 cents per kwh 
25 Energy Service Under/(Over) Recovery 

$ 618,173 Attachment RAE-2, page 2 
645,285 Attachment RAE-2, page 2 

$ (27,112) 

26 Forecasted Retail MWH Sales -July - December 2007 3,633,444 Attachment RAE-2, page 2 

27 Increase in Energy Service Rate -cents per kwh (L27129) $ (0.71) 

28 Current Energy Service rate as approved in DE 05-164 -cents per kwh $ 8.59 

29 Updated Energy Service rate effective 7/1/07 -cents per kwh $ 7.86 



Dated: 5/18/07 
Attachment RAB-2 
Page 1 

1 
2 
3 
4 
5 
6 
7 
8 
9 Enemv Sewlce Cost 
10 
11 Fossil Energy Costs 
12 FM O(LM. Depreciation (L Taxes 
13 Retum on Rate Base 
14 Ancillary. ISO-NE. Uplift (L Capacity Costs 
15 Vermont Yankee 
18 IPP Costs (1) 
17 Purchases and Sales 
18 Return on ES deferral 
19 ES Uncollectible Expense (2) 
20 2006 actual ES under/(over) recovery (3) 

PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE 
ENERGY SERVICE RATE CALCULATION 

(Dollars in 000's) 

Actual Actual Actual Actual Reastimate Reastimate 
January Febmary March ~ p r i ~  May June 

2007 2007 2007 2007 2007 2007 Reference 

21 Total Energy Service Cost Re-estimate $ 32.453 $ 56.904 $ 50.019 $ 50.646 S 54.200 $ 49.597 

22 Total Energy Service Revenue @ 8.59 Rate $ 60.480 $ 54.896 $ 52,348 $ 47.521 $ 49.681 S 51,086 

23 ES Under/ (Over) Recovery $ (28,027) 5 2,008 $ (2,329) $ 3.125 $ 4.519 $ (1.469) 

24 Retail M W  Sales 704,095 639,078 809.575 552.066 578,362 594.481 

25 Energy Service Cost - cents per kwh 4.61 8.90 8.21 9.17 9.37 8.34 

January February March April May June 
26 Comparison to Approved Rate 2007 2007 2007 2007 2007 2007 

27 Energy Service Underl(0ver) Recovery $ (5.598) $ 4.583 S 2.538 0 8,793 S 2.212 S (3.218) 
28 As Approved in DE 06-125. Order # 24.714 (4) 

29 Energy Service Recovery Variance 
30 Underl(0ver) Recovery 8 (22,429) $ (2,555) $ (4,887) S (3.688) t 2,307 $ 1,749 
31 (Line 23 - 27) 

32 (1) The IPP costs represent the actual and forecasted market value of IPP generation. 
33 January 2007 also releds a 2006 ES h e  up credit of $48 thousand. 

34 (2) Per the Settlement Agreement in Docket No. DE 06-028. PSNH will begin recovering the ES portion of 
35 uneollectible expense through the ES Rate effective 7/1/07 [($2,030/12) x 8 months]. 

38 (3) See PSNH SCRC filing in DE 07-057. Attachment RAB-4, page 2b. 

37 (4) January 2007 includes ($10.895) ES over recovery from 2006, as approved in DE 06125. Order No. 24.714. 
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1 
2 
3 
4 
5 
8 
7 
8 
9 E- Service Cost 

10 
11 Fossil Energy Costs 
12 F/H O8M. Depredation 8 Taxes 
13 Return on Rate Base 
14 Ancillary. ISONE. Uplift 8 Capaaly Costs 
15 Vermont Yankee 
18 IPP costs (1) 
17 Purchases and Sales 
18 Relum on ES deferral 
19 ES Uncollectible Expense (2) 
20 2008 actual ES underl(over) recovery (3) 

21 Total Energy Setvice Cost Re-estimate 

22 Total Energy Service Revenue @ 8.59 Rate 

PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE 
ENERGY SERVICE RATE CALCULATION 

(Dollam in 000's) 

Rwstimate Re*sUmate Re-estimate Re-eaUmale Rwstlmale Ra*stimah 
July August September October November December 
2007 2007 2007 2007 2007 2007 Total Referenur 

$ 21.752 $ 22.169 $ 11,630 $ 12,057 S 11.431 $ 12.078 $182.114 RAB2,P3 
10.735 8,823 9,054 9,225 8.489 8.281 118.374 RAB-2. P5 
2.980 2.978 2.965 2,958 2.982 3,009 35.297 RAE-2. PB 
3,343 3.405 3.117 3.488 3.388 3.587 39.355 RAP-2. P3 

629 629 808 629 608 829 6.783 RAB-2. P3 
5.094 4.445 3.581 4.155 4.724 5,572 58.018 RAP-2. P4 

15.606 15.869 18.622 17.410 19,298 21,594 197.822 RAE-2, P3 
(66) (63) (67) (75) (83) (90) (961) 
169 169 169 169 169 170 1.015 

- (19.445) 

$ 80.443 $ 58.422 $ 49.859 $ 50,018 S 50.984 $ 54.830 $ 818,173 

$ 58.969 $ 58.287 $ 51,413 $ 51.811 $ 52,442 $ 56.392 $645.285 

23 Total Energy Senrice Unded (Over) Recovery $ 1.474 S 155 $ (1.754) S (1.795) S (1.457) S (1,562) $ (27.112) 

24 Retail M W  Sales 688.479 878.310 598.525 803.150 810.495 856,485 7,511,099 

25 Energy Service Cost - cents per kwh 8.80 8.81 8.30 8.29 8.35 8.35 8.23 

July August September October November December 
26 Com~arison to Approved Rate 2007 2007 2007 2007 2007 2007 Total 

27 Energy Service Underl(Over) Recovery $ 1,594 $ 450 S (2,785) $ (3.355) $ (2.234) S (1.236) $ (258) 
28 As Approved in DE 06125,OrderX 24.714 (4) 

29 Energy Service Recovery Variance 
30 Underl(Over) Recovery 0 (120) $ (295) $ 1,011 S 1 . 5 8 0 S  777 0 1328) S (26.858) 
31 (Line 23 - 27 

32 (1) The IPP costs represent Ihe actual and forecasted market value of IPP generation 
33 January 2007 also relects a 2006 ES lrue up uedt of $48 thousand. 

34 (2) Per the Settlement Agreement in Docket No. DE 08028. PSNH will begin recovering Ihe ES porlion of 
35 uncolledible expense through Ihe ES Rate effective 7/1/07 [($2.030/12) x 8 months]. 

36 (3) See PSNH SCRC filing in DE 07-057. Attachment RAM.  page 2b. 

37 (4) January 2007 indudes ($10.895) ES over recovery fmm 2MXI, as approved in DE 08-125. Order No. 24.714. 



Dated: b118IO7 
Attachment RAE-2 
Page 3 

1 PUBLIC SERVICE RATE COMPANY OF NEW HAMPSHIRE 
2 ENERGY SERVICE RATE CALCULATION 
3 
4 PSNH Generation (GWh) and Expense ($000) 
5 IPP's Priced at Market Rate 
6 
7 May 07 Jun 07 Ju107 Aug 07 Sep 07 Od 07 Nov 07 Dec 07 Total 
8 Hydro: Energy 37.138 27.548 19.741 19.015 17.148 23.367 31 .505 30.417 205.879 
9 
10 Coal: Energy 200.071 316.930 327.494 327.494 316.930 329.153 318.535 329.153 2465.760 
11 Energy Expense S 7.170 11,208 11,581 11.581 11.208 11.642 11.266 11,642 87,298 
12 
13 \Mood: Energy 30.132 29.1 60 30.132 30.132 29.160 28.715 11.421 30.132 218.984 
14 Energy Expense S 1.467 1,420 1.467 1.467 1,420 1.398 556 1.467 10,662 
15 Revenue Credii S (1.031) (998) (1,031) (1.031) (998) (983) (391) (1,031) (7.496) 
16 
17 Nuclear: Energy 
18 Energy Expense 
19 
20 Newington: Energy 
21 Energy Expense 
22 
23 IPP's: Energy 
24 Energy Expense 
25 ICAP 
26 
27 PeakPunhase: Energy 
28 Expense 
29 
30 Known Purchases Energy 
31 Expense 
32 
33 Offpeak Punhase: Energy 
34 Expense 
35 
36 Surplus Energy Sales Energy 
37 (Credit) 
38 
39 Congestion and Loss Adjustment S 333 580 723 738 451 493 391 422 4.132 
40 
41 Total Energy G W  614.225 631.351 729.037 720.366 635.631 640.549 648.352 697.178 5.316.689 
42 Total Energy Expense S 34.568 34.441 44,006 43,849 34.872 34,744 36.452 40.295 303.227 
43 
44 Other Expense 8 Capacity 
45 ISOHE. Uplift. Reserve 8 Regulation S 995 1,011 1.012 1.012 1,011 1,057 1.057 1.057 8,212 
46 and Ancillary 
47 Newington Cap- Revenue $ (142) (142) (142) (142) (1 42) (142) (142) (142) (1.136) 
48 . - 
49 Cap* (sold)bougM MWmo 755 574 574 589 589 682 682 738 5.182 
50 Capacity (sold)lbougM Cost ($000) S 2,303 1,750 1.750 1,797 1,797 2,080 2,080 2.251 15.806 
51 
52 
53 Amounts shown above may not add due to rounding. 
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PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE 
ENERGY SERVICE RATE CALCULATION 

I Forecasted PSNH IPP Market Value 
2 
3 IPP at 
4 IPP Mkt Value Capacity ICAP Value ICAP Total Total 
5 Month GWh ($000) MW $kw-mo ($000) ($000) $/M Wh 
6 May 74.332 4,585 126.3 3.05 385.0 4,970 66.86 
7 June 66.945 4,681 86.5 3.05 264.0 4,945 73.87 
8 July 61.804 4,830 86.5 3.05 264.0 5,094 82.42 
9 August 51.707 4,228 71 .O 3.05 217.0 4,445 85.97 
10 September 48.056 3,344 71 .O 3.05 21 7.0 3,561 74.10 
11 October 53.151 3,831 106.3 3.05 324.0 4,155 78.17 
12 November 58.591 4,400 106.3 3.05 324.0 4,724 80.63 
13 December 63.785 5,248 106.3 3.05 324.0 5,572 87.36 
14 Total 478.371 35,147 2,319.0 37,466 78.32 














