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PROCEEDI NG

CHAIRMAN GETZ: Okay. Good morning,

everyone. We'll open the hearing in Docket DG 10
September 1, 2010, National Grid filed its propos

of gas and Fixed Price Option rates for the winte
November 1, 2010 through April 30, 2011, and its
Delivery Adjustment Clause Charge and certain sup
charges for the period November 1, 2010 through
October 31, 2011. The proposed residential cost
rate is 82.2 cents per therm, an 11.96 per therm
compared to last winter. The proposed changes to
and LDAC charges are offset by increases in base
distribution rates approved earlier in the year,
expected to decrease a typical residential heatin
customer's winter bill by approximately 4.4 perce
similar changes are proposed to commercial and in

rates.

We issued the order notice on September

8th setting the hearing for this morning. And, |
for the record that the affidavit of publication

filed.

Can we take appearances please.

MR. CAMERINO: Good morning,

Commissioners. Steve Camerino, from McLane, Graf

-230. On
ed cost

r period
Local

plier

of gas
decrease

the COG
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has been
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Raulerson & Middleton, on behalf of EnergyNorth N atural
Gas, Inc., doing business as National Grid New Ha mpshire.
CHAIRMAN GETZ: Good morning.
MR. TRAUM: Good morning, Mr. Chairman
and Commissioners. Representing the Office of Co nsumer
Advocate, Kenneth Traum.
CHAIRMAN GETZ: Good morning.

MR. SPEIDEL: Good morning. Alex

Speidel representing the Staff of the Commission. | have
with me Bob Wyatt and Steve Frink of the Commissi on Staff
as well.

CHAIRMAN GETZ: Good morning.

MR. SPEIDEL: Good morning.

CHAIRMAN GETZ: Anything we need to
address before you proceed, Mr. Camerino?

MR. CAMERINO: | think the only thing

is, Attorney Speidel reminded me, we had some con fidential
responses to data requests that | was thinking th e subject
matter is the same as what was covered by the Mot ion for
Protective Order that the Company had filed, but that
motion refers to very specific pages of the filin g. And,
So, ifit's -- | apologize for not having submitt eda
motion on the data requests, but it would be my i ntention,
in the next day or so, to just submit an addition al motion
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that indicates that we have these additional data

responses that have gas purchase price and simila

information for which the Company is seeking conf
treatment. The confidentiality was asserted in t
when the material was sent out, but there's no

accompanying motion at this point.

CHAIRMAN GETZ: Okay. Thank you.
CMSR. IGNATIUS: | do have a question

about the Motion for Confidentiality, Mr. Camerin

| apologize if this is something that's been stan

| just haven't noticed before. The request for p

says that "At the conclusion of the proceedings,

materials will be returned or destroyed in arrang

mutually acceptable to the Company"”, or something

that. The Commission retains copies of all of it

materials for its records, and would remain under

confidential treatment as long as that's necessar

over time, because it would be less necessary to

But is it really your intention that "all materia

returned or destroyed" or that there be a retaine

official copy for the Commission to keep inits r

r
idential

he --

0. And,
dard and
rotection
the
ements
like

S

y, and
protect.
Is be

d

ecords?

MR. CAMERINO: That has been standard,

and you have standardly ignored that in your orde

think we should remove that. It used to be the p

r. |

ractice
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that the Commission would actually call us at som e point
and return confidential materials, and that hasn' t been
the case for some time. And, | think that langua ge just
needs to be updated. And, | don't believe any of your
orders approving the confidential treatment have ever

indicated that the Commission would do that.

CMSR. IGNATIUS: Perhaps, | know

Mr. Damon is here, perhaps at another time you co uld talk
about what the best way is to set up a good syste m that's
both manageable for us and what we need to retain , and
satisfies the concerns that you and other compani es would

have about sensitive materials.

MR. CAMERINO: Sure. Thank you.

CMSR. IGNATIUS: Thank you.

CHAIRMAN GETZ: Anything further?

(No verbal response)

CHAIRMAN GETZ: Okay. Then, Mr.
Camerino, please proceed.

MR. CAMERINO: Thank you. The Company
calls Michele Leone.

(Whereupon M chel e V. Leone was duly

sworn and cautioned by the Court

Reporter.)

M CHELE V. LEONE, SWORN

{DG 10-230} {10-12-10}
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[WITNESS: Leone]

DI RECT EXAM NATI ON

BY MR. CAMERINO:

Q.

o » 0 »

Ms. Leone, would you state your name and busine
address for the record please.
I'm Michele Leone. | work for National Grid, 4
Road, Waltham, Massachusetts 02451.
And, what is your position with National Grid?
| am the Manager of the New England Site Invest
and Remediation Program.
And, just in general, what are your responsibil
that regard?
I'm responsible for the management of investiga
remediation of manufactured gas plant sites that
Company has responsibility for in New Hampshire,
well as Massachusetts and Rhode Island.
And, with its cost of gas filing, the Company s
prefiled testimony with your name on it dated
"September 1, 2010". Are you familiar with that
testimony?
I am.
Was it prepared by you or under your direction?
Yes.
And, is it true and accurate to the best of you

knowledge and belief?

SS
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[WITNESS: Leone]

A.

Yes.

Okay. Do you have any updates you'd like to ma
that testimony since it was filed?

There's been an update on the Liberty Hill site
Gilford, New Hampshire.

Could you just briefly summarize what has occur
regard to the Liberty Hill site?

Sure. On Friday, this past Friday afternoon, t
Hampshire DES issued a preliminary decision on Na
Grid's August 2009 Remedial Action Plan. It was
negative determination, and they requested that o
requiring that National Grid implement what we we
calling "Remedial Action Alternative Number 1", w
is to remove all of the contamination at the Libe
Hill Road site.

And, when you say the recommendation by DES is
remove all of the contamination”, how does that c
to what the Company had been recommending and
requesting be approved?

In our August 2009 Remedial Action Plan, the Co
recommended Remedial Alternative 5A, which includ
removal of 80 percent of the contamination,
construction of a slurry wall around the remainin

percent of the contamination, with a low-flow pum
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[WITNESS: Leone]

10

system to control groundwater flow within that ce
And, then, there would also have been a cap const
over the containment cell.
So, the DES report that was issued on Friday, w
the status of that report, in terms of the Compan
obligation to now go forward and implement the op
that DES is ordering? And, what is the process f
here, in terms of that report?
Internally, National Grid is still reviewing th
that DES issued on Friday. Per the letter, DES i
planning to hold -- it's a preliminary decision,
they're planning to hold a public meeting in
approximately 30 days. The date has yet to be se
Following the public meeting, they will open a 30
comment period, in which they'll take comments fr
National Grid and the public. And, at that point
will issue or they're indicating that they will i
final decision.
And, does the -- has the Company, at this point
any public statements regarding the potential cos
impact of the additional -- the additional cost i
of what the State is recommending?
Since the letter was issued, National Grid is s

reviewing the letter that was issued by DES. How

ructed

hat's
y's
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e letter
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and
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11
[WITNESS: Leone]

our August 2009 Remedial Action Plan does show a cost

estimate for the complete excavation/removal at

approximately $17 million, versus the approximate ly
$11 million to implement the remedy that National Grid
recommended.

MR. CAMERINO: Thank you. That

concludes my direct examination. | would add tha t, with
regard to both this witness and the Company's oth er two
witnesses, it was not our intention to have the w itnesses
summarize what's in their prefiled written testim ony, if

that's all right with the Commission?
CHAIRMAN GETZ: Thank you. Mr. Traum,
any questions for the witness?
MR. TRAUM: Just a couple, Ms. Leone.
CROSS- EXAM NATI ON
BY MR. TRAUM:
Q. For purposes of this filing and the LDAC rate f or this
winter period, it's not impacted by Friday's DES
decision, is that correct?
Correct.
Q.  And, once the Company does start incurring cost S,
whether it's 17 million or whatever the amount is ,
those costs will, per a prior settlement agreemen t, be

recovered over a seven year period without carryi ng

{DG 10-230} {10-12-10}
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[WITNESS: Leone]

12

A.

costs?

That is my understanding.
MR. TRAUM: Thank you. That's all |

have.

CHAIRMAN GETZ: Thank you. Mr. Speidel.

MR. SPEIDEL: Yes. Thank you.

BY MR. SPEIDEL:

Q.

Just by way of clarification, have there been a
significant changes to your knowledge in anticipa
environmental remediation costs, projections or
schedules from what was presented last year?

| think the most significant change is related

letter that was issued by DES. That would change
costs that National Grid was expecting to incur o
Liberty Hill site.

Would you be able to quantify those changes, ch
costs, or no?

As | had mentioned earlier, per our Remedial Ac
Plan, we did estimate the alternative that we
recommended to cost approximately 10.9 million.
the RA-1, the complete removal, to cost approxima
17. However, when you do dig down, over 50 feet,
remove essentially all contamination, the potenti

costs to increase during that kind of a project a

ny
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[WITNESS: Leone]

13

significant. So, we will continue to evaluate th
potential costs associated with that removal, wit
particular remedy.

Thank you. Would you be able to tell us how mu
Company spent on environmental remediation last y
And, how much it expects in the aggregate to spen

year?

We spent just under $900,000 on investigation a

remediation costs in New Hampshire last year. An
looking forward to next year, we are still evalua
obviously, the Liberty Hill letter that we receiv

and we are awaiting for a response from DES on a
Remedial Action Plan that we submitted for Manche
So, we're not certain what our costs will be for

next year, but we anticipate that it will be
approximately 2 to $3 million.

Thank you. Would you be able to list the other

sites left to clean up, aside from Liberty Hill,

the estimated cost for each completion of clean-u
The other sites include Manchester, Concord, an
Nashua. We -- the Remedial Action Plan that we
submitted for Manchester recommended an alternati
that would cost approximately $5 million to imple

although DES has not given us approval to impleme

h that
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[WITNESS: Leone]

14

that remedy. We do not have a remedial action wo

plan submitted yet for Concord or for Nashua. So
don't have an estimate of what the costs to remed

those sites would be.

MR. SPEIDEL: Thank you. No further
guestions.

CHAIRMAN GETZ: Thank you.

BY CMSR. IGNATIUS:

Q.

In following up to that, Ms. Leone, your testim
that "for Keene and Dover, there's very little to
report.” Is that because it's at a preliminary s
or because things are not that much that need cle
up? I've forgotten where we stand on that.
For Keene and Dover, those sites were remediate
others, or are being remediated be others. So,
National Grid is not currently involved in those
projects.
And, is it your expectation that they're pretty
done? There isn't any more news to kind of come
those two?
| understand Dover to be complete. My understa
that the Keene site is currently being remediated
PSNH. But I'm not aware of the activities that a

ongoing.

rk
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15
[WITNESS: Leone]

CMSR. IGNATIUS: Thank you. Nothing

else.

CHAIRMAN GETZ: Anything further, Mr.
Camerino?

MR. CAMERINO: Nothing further. Thank
you.

CHAIRMAN GETZ: Then, the witness is
excused. Thank you.
MR. CAMERINO: If it's all right with
the Bench, Ms. Leone needs to head to Boston for a federal
trial. So, if we could excuse her, that would be great.
CHAIRMAN GETZ: Thank you.

MR. CAMERINO: Thank you. We haven't

discussed this, but | think it would be best if M r. Poe
and Ms. Leary took the stand as a panel, and that might
expedite the cross-examination, if that's all rig ht with

the other parties?
MR. TRAUM: That's acceptable to OCA.
MR. CAMERINO: And, the Bench?
CHAIRMAN GETZ: Please proceed. And, is
it your intention to mark the entire package --
MR. CAMERINO: Yes, itis.
CHAIRMAN GETZ: -- as a single exhibit?

MR. CAMERINO: Why don't we do that

{DG 10-230} {10-12-10}
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[WITNESS PANEL: Leary~Poe]

16

while they're taking the stand. | have given the Clerk
the confidential copy of the cost of gas filing a S
"Exhibit Number 1" for identification, and the re dacted
copy as "Exhibit 2" for identification, if we cou Id mark
those.

CHAIRMAN GETZ: Okay. So marked.

(The documents, as described, were

herewith marked as Exhibit 1and

Exhi bit 2, respectively, for

identification.)

(Whereupon Ann E. Leary and Theodore

Poe, Jr.,were duly sworn and cautioned

by the Court Reporter.)
ANN E. LEARY, SWORN
THECDORE PCE, JR, SWORN

DI RECT EXAM NATI ON

BY MR. CAMERINO:

Q.

Mr. Poe, would you state your name and business
for the record please.

(Poe) Good morning. My name is Theodore Poe, J
business address is National Grid, 40 Sylvan Road
Waltham, Massachusetts 02451.

And, what is your position with National Grid a

are your responsibilities in that regard?

address

r. My

nd what
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[WITNESS PANEL: Leary~Poe]

17

A.

o » 0 »

o » o »

(Poe) I am Lead Analyst, and responsible for na
gas load forecasting.
And, what is your role with regard to the filin
the Commission today?
(Poe) I prepared the figures that represent the
customer requirements for natural gas resources t
support the cost of gas filing.
And, the cost of gas filing includes testimony
your name, dated "September 1, 2010". Are you fa
with that testimony?
(Poe) Yes, | am.
Was that prepared by you or under your directio
(Poe) Yes, it was.
And, is it true and accurate to the best of you
knowledge and belief?
(Poe) Yes, itis.
Do you have any changes you would like to make
(Poe) No, | have none.
Ms. Leary, would you state your name and busine
address please.
(Leary) Yes. My name is Ann Leary. | work at
Grid, 40 Sylvan Road, Waltham, Mass. 02451.
And, what is your position with National Grid a

are your responsibilities?

tural

g with

hat

under

miliar

n?

today?
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[WITNESS PANEL: Leary~Poe]

18

o » 0 »

(Leary) | am Manager of Pricing for New England
responsible for the various regulatory filings fo
Massachusetts and New Hampshire.

And, do you have overall responsibility for pre

the cost of gas filing made with the Commission i
proceeding?

(Leary) Yes, | do.

Okay. And, the prefiled testimony in the filin

has your name and is dated "September 1", you're
familiar with that?

(Leary) Yes, | am.

And, was that prepared by you or under your dir
(Leary) Yes, it was.

And, is it true and accurate to the best of you
knowledge and belief?

(Leary) Yes, it is, with one exception.

Yep.

(Leary) On Page 11 of my testimony, on Line 6,
actually, the question says "Has the Company hedg
of its winter period supplies pursuant to its" --
says "proposed", it should say "approved Natural
Risk Management Plan."

Thank you. With that correction, the filing is

and accurate to the best of your knowledge and be

. lam

r both

paring

n this

g that

ection?

ed any

Gas

true

lief?
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[WITNESS PANEL: Leary~Poe]

19

A. (Leary) Yes, itis.

MR. CAMERINO: Thank you. That

concludes my direct examination.

CHAIRMAN GETZ: Thank you. Mr. Traum.

MR. TRAUM: Thank you. And, good

morning, panelists. | just have a few questions.
I'll just direct them to the panel, and whomever
answer, please do. And, if the other person want
to the first respondent's response, please do.
WITNESS POE: Certainly.
CROSS- EXAM NATI ON

BY MR. TRAUM:

Q. Il draw your attention to Schedule 9, that's
Tab 9 of the filing, Bates Page 56.

(Leary) Yes.

Q. And, this is the Variance Analysis of the Compo
the rate. And, I'm just going to go through and
you to explain why some of these changes in the ¢
gas. Starting with demand charges, where it's go
from roughly 9.48 cents per therm to a bit over 1
Could you explain why that is the case?

A.  (Leary) The demand charges went up because we h
this filing now, a full year represented, the dem

charges associated with the Concord Lateral. Las

And,
wants to

s to add

also in

nents of
ask
ost of
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1.

ad, in

and

{DG 10-230} {10-12-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: Leary~Poe]

20

year's filing did not have all the demand charges
because it just began.

Q.  And, it's my understanding that both PNGTS and
Tennessee Gas Pipeline have or will be receiving
increases, at least subject to refund, very short
Are those incorporated in these numbers?

A. (Poe) No, they are not. In this case, the PNGT
case before FERC is in progress right now, so the
no adjustments to the rates yet. And, the Tennes

rate case is being discussed, but it has not been
yet. So, the rates that are used within here are
currently effective rates.

Q. Okay. So, there are no rates subject to refund
are included in these demand charges?

(Poe) Correct.

Q. Thank you. Now, the next line "Purchased Gas",
roughly 9, 9 and a half cents per therm decrease,
that primarily due to the NYMEX?

A. (Leary) The NYMEX, and also because of the hedg
program that we have. The average hedge cost in
filing would be less than the average hedge cost
prior filing, because, as you know, the NYMEX ove
last few years has been going down.

Q. And, on the "Storage Gas", why the 4 cent incre

FERC

S rate
re are
see
filed

the

that

that

ing
this
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r the

ase?

{DG 10-230} {10-12-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

21
[WITNESS PANEL: Leary~Poe]

A. (Leary) I don't know. I'd have to look into th atin
more detail. | don't have that information in fr ont me
today.

Q. Mr. Poe, do you have a response?
A. (Poe) No, I don't have any information right no W.
MR. TRAUM: | guess I'd ask that that be
made a record response.
CHAIRMAN GETZ: Let's reserve Exhibit 3
for the answer with respect to the storage gas in crease.
CMSR. BELOW: | have a clarifying
question that might help.
BY CMSR. BELOW:
Q. Ifyou look at the volume of the proposed therm sendout

for storage gas, for the prior period versus the

proposed period, isn't it about more than twice o f the
proposed sendout of storage gas, and wouldn't tha t
affect the cost, have an effect on the cost, over all

cost of gas?

A. (Leary) You're absolutely right. But | thought , and
maybe | was incorrect, | thought Ken was looking at the
per unit cost of gas, why the per unit cost chang ed.
So, | just would like to look into that in a litt le
more detail. He's looking at the effect on the ¢ ost of

the gas on a per unit basis.
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22
[WITNESS PANEL: Leary~Poe]

Q.

A.

And, | guess | don't quite understand the table
Because is that the effect on the overall cost or IS
that the per unit cost?

(Leary) I think you're right. Actually, that's

representing how much of the total cost is repres ented
by the demand cost, the commodity, the storage. So, |
think maybe you're definitely right. Maybe the " 5.22
cents" versus the "9.21" may not really be applic able
to a per unit cost. What that's showing you is t hat,
out of the total cost of 93 cents, versus 76 cent S, it
has a larger role this year, in terms of the per unit
cost. But, if you look at, you're right, dividin g one
by the other, they're perhaps very close, on a pe r unit
basis.

CMSR. BELOW: Thank you.

MR. TRAUM: With that response from the
witness, | can withdraw the record request.

CHAIRMAN GETZ: We could either do that
or have Commissioner Below submit the record requ est.

(Laughter.)

MR. TRAUM: If the Commissioner wants to
ask a follow-up, far be it for me to object.

CHAIRMAN GETZ: Okay. We will not hold

that exhibit for a record response.

{DG 10-230} {10-12-10}
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[WITNESS PANEL: Leary~Poe]

23

BY MR. TRAUM:

On "Produced Gas", why is the anticipated therm
so much greater for this winter than last winter'
actuals?
(Poe) Line 22 of Schedule 9, the "Produced Gas"
volume has gone up from 276,000, roughly, to
1.4 million, roughly. And, that represents the
Company's vaporization of either LNG or propane.
winter, based on the forecast, the Company is usi
both its LNG and propane during peak periods. An
that -- okay. Last winter, during the winter its
the Company did vaporize some, but it used other
sources of gas. The winter was not that severe,
did not have to use as much as is shown in the fo
for this upcoming winter.
So, what | take from that is part of the reason
there was less produced gas last winter was becau
was a warmer-than-normal winter?
(Poe) Or, at least not as peaky. You didn't ha
severely cold days.
When | look at the forecasted sales, CGA sales
winter, am | correct that, if | look at forecaste
sales, as opposed to weather-normalized sales for

winter, there's roughly a 2.2 percent increase?

sendout
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[WITNESS PANEL: Leary~Poe]

24

A.

Q.

A.

(Poe) Subject to check, yes. The number is aro
2 percent increase.
And, just in general, what are the reasons you
anticipate that 2 percent increase?
(Poe) That's primarily driven by economic facto
have a large disparity in oil prices versus gas.
are starting to see some economic turnaround. An
the fundamental drivers for the economic forecast
calling for higher amounts. Obviously, that is n
an increase in energy efficiency penetrating the
market. So, you're seeing that.
And, would there be any impact of customers eit
migrating to competitive suppliers or returning f
competitive suppliers factoring into that 2 perce
(Poe) You'd have to tell me what the source is
numbers, just so | can make sure | say the proper
answer to the proper question. So, where were yo
observing the 2 percent growth?
The -- Page 11 of your testimony.
(Poe) Uh-huh.
Lines 8 through 13 | believe provides the forec
CGA sales for this winter of just under 86 millio
therms.

(Poe) Okay.
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And, | believe there's also the weather-normali
therm sales for last winter were roughly 84 milli
therms?

(Poe) Right. In which case, you do see a chang
there was any change in the migration between sal
customer choice, that would be included in that a
well. So, you have a net overall effect of an in
from 84 up to 85.9 million therms.

And, are you forecasting any net migration one
another?

(Poe) I don't believe there's that much of a di
between last winter and this winter.

MR. TRAUM: Thank you. That's all |

have.

WITNESS POE: Certainly.
CHAIRMAN GETZ: Mr. Speidel.

MR. SPEIDEL: Yes. Thank you. Ifit's

all right, I'd like to begin with questions for M

WITNESS LEARY: Okay.

BY MR. SPEIDEL:

Would you be able to summarize as to how the pr
2010-2011 peak period cost of gas rate compares t
year's seasonal average rate?

(Leary) Yes. The proposed peak 2010-2011 cost
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rate will be approximately 12 cents higher than t
average cost of gas rate that was in effect from
November 2009 through April of 2010.

Thank you. Would you be able to summarize the
impact on a typical residential heating customer?
(Leary) Yes. A typical residential heating cus

will experience overall approximately a 4 percent

4 percent decrease. This is a result of two thin

Number one, we did have a base rate increase resu

from our temporary rate case -- temporary rates i
rate case, and also as a result of the implementa
of our second year of our Cast Iron/Bare Steel Pr
So, as a result, the base rates will go up

approximately, for a typical residential heating

customer, approximately $37 over the peak period.

will be offset, however, by a decrease in the cos
gas of approximately $89, resulting in a net incr
of about -- net decrease of approximately $53, or
4.4 percent decrease.

Thank you. Has the Company sent out its Fixed
Option enrollment letter for this peak period?
(Leary) Yes, it has.

Has there been much interest in the program for

year?
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A.

Q.

A.

(Leary) As of last Friday, we had just shy of 1
customers enrolled in our program.
Would you be able to summarize briefly last yea
Fixed Price Option participation and the results
program?
(Leary) Yes. Last year -- one second please.
year, we had a total participation on our FPO rat
10,723 customers. In terms of participation, thi
represented about approximately 11 percent.
Thank you. May you reconfirm how the current N
natural gas futures prices compare to those used
determine the cost of gas rates at present?
(Leary) Okay. We did take a look at the curren
strip, looking at a 15-day average. We looked at
in the middle of the last week, as of October 5th
And, the prices are going down from the NYMEX. T
went down approximately 40 to 50 cents on average
the winter period. However, because we have hedg
you know, like almost over 60 percent of our gas
supply, in terms of the impact to the cost of gas
would have resulted in less -- in between a one t
cent decrease in the cost of gas. So, at this po
time, we did not update this filing. It will be

reflected when we do our trigger filings in the m
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of November, if this trend continues with these p

Thank you. Could you reconfirm as to what perc

of the gas supplies in this forecast are hedged,
pre-purchased, or otherwise tied to a predetermin
fixed price?

(Leary) Approximately 63 percent.

Thank you. How does this year's demand forecas
compare to last year's? And, provide explanation
please.

(Poe) I think that's more my question. As | wa
earlier with Mr. Traum, we have an overall 0.6 pe
decrease for the November through April period, t
upcoming peak period, as compared to the forecast
the last peak period. However, if you look at th
normalized actuals for last winter, the forecast
up. Normalized last winter was 84 million therms
November through April, and now we're forecasting
85.9 million therm period in normal year November
through April.

Thank you. And, Ms. Leary, how does the propos
rate compare to last year's?

(Leary) The proposed LDAC rate is approximately
cents higher this winter as opposed to last winte

What LDAC components will expire at the end of

rices.
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A. (Leary) There is two components right now that
expire. One will be the credit we had for the ra
case, rate case expense/temporary rate true-up fr
prior rate case, Docket DG 08-009. Also, we had,
last year's filing, as a result of the merger, th
National Grid/EnergyNorth merger back in 2006, we
one-time -- there was an ability of a one time fo
Company to earn an incentive based on meeting cer
-- certain service quality measures. That, too,
expire at the end.

However, since these two programs will

expire at this point, though, there may be, at th
of the period, a over- or undercollection for thi
current year. And, depending on what the Company
proposed and had discussed with Staff that it wou
like to do, is to take any of that over or under
collected for those two programs and to roll it i
the true-up of the rate case expense in the curre
filing, and, you know, include that in next year'
filing.

Q. Thank you. Are there any new LDAC components s
November the 1st of this year?
(Leary) No.

Q. Thank you. Has the reconciliation of last year
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of gas results been audited by the PUC Audit Staf
(Leary) Yes, they have.
Were there any issues related to the audit of |
year's cost of gas?
(Leary) No, there were not.
Thank you. Has the Company provided the PUC Au
Staff with the supporting documentation for
environmental remediation costs and litigation
expenses?
(Leary) Yes, they have.
Has the Audit Staff completed its audit of thos
environmental remediation and litigation costs an
expenses?
(Leary) Not to my knowledge.
How has that situation been addressed in the pa
(Leary) In the past, we have generally left tha
open. Generally, in the past, they have tentativ
approved our LDAC, which may have included a surc
for the remediation sites. And, if there's any ¢
that have to be made, they will be reflected in t
following year's filing.
Thank you. | would imagine, is the Company ame
application of the same treatment in this proceed

(Leary) Yes, itis.
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Thank you. Thank you, Ms. Leary. Mr. Poe, did
EnergyNorth experience any operational problems o
supply disruptions during the last year?

(Poe) No, it did not.

Thank you. Did the Company experience any unex
pricing issues regarding supply purchases last wi

(Poe) No, it did not.

Thank you. In reference to your testimony, on

and Line 14.

(Poe) Okay. I'm there.

Excellent. There is a mention of the fact that
"National Grid New Hampshire contracts for a
significant portion of its Pipeline capacity on t
Tennessee Gas Pipeline."

(Poe) Yes, that's correct.

Is it a fair statement to say that the Tennesse
Pipeline capacity accounts for the largest share
Company's pipeline capacity demand costs in the ¢
gas filing?

(Poe) Yes, that would be true.

Thank you. We did have some initial discussion
point, but could you please clarify as to whether
are any current or pending Tennessee Gas Pipeline

filings that you are aware of? And, if "yes", wh

pected

nter?
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A.

the actual or potential impacts to National Grid
Hampshire ratepayers?

(Poe) As | said earlier, Tennessee met with the

Customer Group back in August of 2010 and announc

intention to file a rate case. The targeted fili

date was November 30th of 2010, with rates to be
effect June of 2011. As of right now, we have no
any substantive information from Tennessee to be
to analyze what the impact would be. But they ar
looking for changes in their rate structure, as w
changes in, presumably, the zonal rates. So, the
Company will continue to monitor, it will be an a
participant, and it potentially would also be inv

in a Tennessee Customer Group in doing litigation
Thank you. Have there been any changes in the
portfolio from last year?

(Poe) Overall, if you look at it, no, there hav

been. There have been changes in the vendors we
use. There have been minor changes in the forms
contracts, and | could go through them individual
But, overall, no. The supply portfolio effective
looks the same as last year. As | said in my

testimony, we typically have Boundary supply comi

from Canada, as well as Dawn supply coming from C
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And, this year, once again, we have issued and aw

an asset management agreement for the Dawn capaci
the November through March period, so that we wil
receiving monthly baseload volumes from Dawn. An
have monthly nomination ability at Niagara.

We, as | also said in my testimony, we
have issued and awarded an RFP for Gulf Coast lon
supply during the wintertime for the November thr
April period. J.P. Morgan will be providing that
is an asset management agreement. The Company ha
awarded it after its RFP. That allows for both
baseload and swing supplies coming from its Tenne

long-haul capacity.

Then, next, we have just executed, as of
October 1st, an asset management agreement for ou
Dracut capacity. Ms. Leary referred to it earlie
the "Concord Lateral". Well, there are two piece
Concord Lateral was an increase in the Zone 6 cap
that the Company holds, so that now we have 50,00
day of deliverability from Dracut to the citygate
And, Repsol will be the asset manager for that, f
time period November through October of 2011. Th
will allow for both baseload supplies during the

December, January, and February period, as well a

arded
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| be

d, we

g-haul
ough

ssee

ras

acity

0a

or the

at

{DG 10-230} {10-12-10}




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

[WITNESS PANEL: Leary~Poe]

34

swing supplies throughout the rest of the period.

Then, the other -- I'm trying to think,

is there any other? The only other supply would
typically, the Granite Ridge Supply Sharing Agree
The Company did execute a new pricing agreement w

Granite Ridge as of October 1st. And, then, the

Company has its own LNG and propane supplementals

Thank you.

(Poe) You're welcome.

With regards to the new Concord Lateral pipelin
capacity, has the capacity effectively reduced th
Company's LNG and propane supplemental resource
requirements?

(Poe) Yes. Based on the forecast, you can see
has a significant effect in reducing the amount o
and propane that would be called for in normal or
design weather, based on the pricing that we see
currently.

With regards to the Company's supply sharing
arrangement with Granite Ridge, please explain wh
cost of gas forecast does not include any of the
Granite Ridge supply for this peak period?

(Poe) That would be based on the forecasted pri

the wintertime. Because the Company now has acce

be,
ment.
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additional pipeline supplies, typical supplementa
such as LNG and propane, or the supply sharing
agreement, are used on fewer days during the
wintertime. And, on those few days, based on the
pricing formula with Granite Ridge, the model tha
use to generate this forecast was saying that LNG
propane would be the lower cost supplies to be us
Thank you. Even though these volumes are not r
in your forecast, will the Company be able to cal
this supply resource, if it is a lower priced opt
than other peaking alternatives, such as propane?
(Poe) Yes, it will. And, that's part of the Co
job during the winter period is to monitor daily
pricing, as well as supply availability, and choo
least cost options.
Are EnergyNorth's LNG and LPG storage and peak
facilities fully operational and adequately staff
this upcoming winter period?
(Poe) Yes, they will be.
Have there been any substantive changes to thes
facilities over the course of the past year?
(Poe) No, there have been none.
Thank you. The Company filed it's annual seven

peak shaving storage requirement report on Octobe
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A.

A.

2010, pursuant to New Hampshire Code Admin. Rule
509.16. Is this report prepared by you or under
direction?
(Poe) Yes, itis.
Do you foresee any likelihood of EnergyNorth
experiencing any LNG or propane peak shaving supp
issues for this winter period?
(Poe) No, none whatsoever. We have propane in
more than adequate to meet the seven day storage
requirement, as well as the forecasted volumes th
would need for a design winter.
Thank you. The report shows that the Company i
longer utilizing the Amherst propane storage faci
to meet its storage requirements. At one time, t
storage facility had the capability to store
500,000 gallons of propane liquid. Is the facili
still capable of that amount of propane storage
capacity?
(Poe) Yes, it is, and it is filled with propane
point. As | discussed with Staff, prior to the w
of 2009-2010, Amherst facility is the one unique
propane facility that has no vaporization. What
Company has to do is to truck the propane from Am

to the other three propane vaporization sites. S
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prior to the winter of 2009-2010, what | did on t
form was to simply set the Amherst facility to ze
terms of its direct ability to meet the Company's
requirements. And, | use that on the bottom part
the form, where it says "what is your truckable
amount?" Because, under PUC regulation, we're al
to include five days' worth of | believe it's 70
percent of what we could truck in that seven day
period. So, since Amherst is effectively the sam
trucking supply from SEA-3, in Newington, or from
Haverhill tank down in Massachusetts, where we al
have product currently, it's considered equivalen
And, so, the Company can use that "truckable" all
from any one of those three sites.

Thank you. As a general matter, does the Compa
any future plans for the facility beyond what you
described?

(Poe) Not to my knowledge, no. There is no
vaporization capability there. And, | have not h

of any discussions of using -- of adding vaporiza
So, it will remain a bunker, so that the Company
adequate resources to meet its seven day storage
requirement.

Thank you. Turning to Schedule 11D in this yea
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filing.

(Poe) Okay. I'm there.

And, Schedule 11D indicates a design day foreca st of
total demand for the firm sales and transportatio n
customers of 1,374,000 therms. The same schedule in
last year's cost of gas filing had a design day o f

total demand for the firm sales and transportatio n
customers of 1,438,000 therms. This year's desig n day
forecast has declined by approximately 4.5 percen t.
What do you attribute this reduction in design da y
demand to?

(Poe) Well, there are two factors that could co ntribute
to the reduction in the design day forecast. Par don me
one second. I'm looking at Schedule D, | would | ike to
make a correction to something that | just notice d, and

that was the first point | was going to make. If
you'll notice Line 14 or 15, something like that, that

should read "72 HDDs at Manchester, New Hampshire

Thank you.

(Poe) Thank you. Correct that later. Followin g the --
I'm trying to remember when the IRP docket occurr ed,
2008, the Company changed its forecasting methodo logy
in that it would use Heating Degree Days, as oppo sed to
Effective Degree Days. And, in addition, it foll owed
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the condition of that IRP in specifying how to
calculate the probability of occurrence of the de
day. And, so, with the two factors, HDD and
probability, we see a slight decrease in the desi
forecast. Although, overall, you see a slight in
in the design year or design season forecast.
As a consequence of this change in methodology,
next few years does the Company expect this trend
decline in design day growth to continue?
(Poe) I'm sorry, would you say that again. The
in--
Will the trend in decline in design day growth
over the next few years?
(Poe) No. Based on the 2010 Quarter 3 forecast
Company, we have growth in the design day. So, i

just a one-time phenomenon of transferring to the

methodology. And, now that we've made that chang

economic growth factors show that we have an incr
year over year.

Thank you.

(Poe) You're welcome.

And, one last follow-up question. Is the Compa
projecting slower growth than what was projected

February 2010 IRP, that would be growth in design
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demand, as a comparison with that February 2010 |
A. (Poe) | don't have the numbers before me. But,
subject to check, the forecast basically has the
the regional, and the New Hampshire economy, all
reaching about the same point about five years ou
But last year's forecast had a faster recovery th
we're seeing for this year. We're seeing a down
a slower recovery than had been expected then. S
given that we've got one more year of slow growth
we're going to be at about the same spot in about
years, | think what happens is you'll see the for
will show a faster rate of growth in the final fe
years to be able to hit the point that is being
forecast for 2014-2015.
Q. So, there is no projection of outright economic
within your model?
A.  (Poe) No. We continue to see economic recovery
on top of that, growth in the natural gas market
the next few years.
MR. SPEIDEL: Thank you. No further
guestions. Thank you.
CHAIRMAN GETZ: Thank you.
BY CMSR. BELOW:

Q. To follow up on the Heating Degree Days at Manc
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what's the baseline that's assumed? Is it 65 deg rees,
in terms of -- well, what's the ambient temperatu re for
24 hours that would produce zero heating degree d ays?

A. (Poe) Sixty-five degrees Fahrenheit.

Q.  Sixty-five?

A. (Poe) Yes.

Q.  So, thisis -- the design day assumes a negativ e’
degrees Fahrenheit for 24 hours continuously or o n
average?

A. (Poe) Yes, that would be correct.
CMSR. BELOW: Okay. Thank you. That's
all.
CMSR. IGNATIUS: | have a question for
Ms. Leary.
BY CMSR. IGNATIUS:
Q. In your prefiled testimony at Page 18, and | th ink we
just saw it as well on the Page 64 that Mr. Poe w as

describing on the Heating Degree Days Design Day

Report. You state that you had "no service under the
classification of Interruptible Transportation ov er the
past year." Is that something you see consistent ly?

A.  (Leary) The past few years, we haven't had any
Interruptible Transportation customers. Yes, tha tis

correct.
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At some point, would it make sense that that no longer
appear as a rate classification and offering, as you no
longer have customers that take under that?

(Leary) I'm not sure if you'd really want to ge t rid of
that. | think you always want to keep that as an

option for a new customer, potential new customer s. |
guess | would perhaps recommend at this point jus tto
continue to leave that rate classification there.

Do you know why there has been a drop off and y ou no
longer are seeing customers taking under that

classification?

(Leary) We haven't had a couple -- these custom ersina
few years now. So, I'd have to go back and do so me
research as to what happened a few years ago. We never
had that many customers on that rate classificati on.
I'm really not sure, if some of these customers m ay
have over the past, | was aware some of them, we were

able to convert them over to our firm tariff rate

CMSR. IGNATIUS: All right. You don't

need to supplement the record. | was just curiou s about
what sort of a trend you've been seeing. Thanky ou.
Nothing else.

CHAIRMAN GETZ: Mr. Camerino, any

redirect?
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MR. CAMERINO: No questions. Thank you.
CHAIRMAN GETZ: Okay. Then, the
witnesses are excused. Thank you very much.

| take it there are no further

witnesses?
(No verbal response)
CHAIRMAN GETZ: So, is there any
objections to striking the identifications and ad mitting

the exhibits into evidence?

(No verbal response)

CHAIRMAN GETZ: Hearing no objection,
they will be admitted into evidence. Anything el se to
address before opportunities for closing?

(No verbal response)

CHAIRMAN GETZ: All right. Hearing
nothing, then, Mr. Traum.

MR. TRAUM: TI'll be very brief. The OCA
does not object to the filing.

CHAIRMAN GETZ: Thank you. Mr. Speidel.

MR. SPEIDEL: Yes. Thank you. The

Staff supports the National Grid New Hampshire pr oposed
2010-2011 peak period cost of gas rates as filed. The
Commission Audit Staff has reviewed the 2009-2010 peak
period cost of gas reconciliation and found no ex ceptions.
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The sales forecast for the 2010-2011 peak period cost of
gas is consistent with past experience. While it S
forecasted sales growth continues to slow due, in part, to
the current economic climate, it is expected to b ea
modest 2.2 percent increase over last year's norm alized
results. The supply plan is based on least cost planning
and the direct gas costs are based on actual or h edged

prices and projected pricing that reflect market

expectations.
There will be a reconciliation of
forecasted and actual gas costs for the 2010-2011 peak
period that will be filed prior to next winter's cost of
gas proceeding. And, any concerns that may arise related
to the 2010-2011 gas planning and dispatch may be raised
and addressed in the 2011-2012 peak period cost 0 f gas.
The Local Delivery Adjustment Charge, or
LDAC, is comprised of a number of surcharges, all of which
have been established in other proceedings, and t he actual
rate determined in the winter cost of gas, and ef fective

for one year.

With the exception of the Environmental

Remediation Surcharge, Staff has completed its re view and
recommends approval. Staff has not completed its review
of the environmental remediation costs, but recom mends
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that the proposed rate be implemented effective N ovember
the 1st, along with the other LDAC adjustments. If Audit

Staff finds a material error in its review of the

environmental remediation cost, Staff will notify the
Commission and the issue can be addressed in next winter's
cost of gas filing, when a new environmental reme diation

surcharge is determined.
Staff supports the Company including the

expiring LDAC imbalances in the current rate case

expenses. Staff has reviewed the proposed suppli er
balancing charges and capacity allocator percenta ges and
charges, and they appear to be accurate and reaso nable

based on the updated information, and recommends
Commission approval.

Staff appreciates the efforts of the

Company in this matter and recommends approval of the cost
of gas and LDAC rates, subject to the final audit s and/or
reconciliations mentioned previously. Thank you very
much.

CHAIRMAN GETZ: Thank you. Mr.

Camerino.

MR. CAMERINO: Thank you, Mr. Chairman.
As noted by Staff, the Company's -- the Staff's a udit has
not found any exceptions to the Company's 2009-20 10 gas
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costs, which are the subject of the reconciliatio
included in this filing, are the result of pruden
reasonable decision-making and actions by the Com
And, the Company believes that the rates that are
in this filing are also just and reasonable and s
approved.

One minor item | just want to mention is
the Staff indicated that it's still conducting a
the environmental remediation costs. And, as Ms.
indicated, the Company is fine with leaving that
open. Just based on past practice, | think one t
would be helpful is that, when the Staff does com
review, whether or not it has any exceptions, if
simply file something with the Commission in this
to indicate that that review is completed and wha
result of it is, | think that would be helpful in
making it clear that that matter is closed and no

does not remain open. Thank you.

CHAIRMAN GETZ: Okay. It appears that

there's nothing further, so we'll close the heari

take the matter under advisement. Thank you, eve

n

tand

pany.
proposed

hould be

review of
Leary
issue
hing that
plete its
it could
docket

t the
terms of

t -- and

ng and

ryone.

(Wher eupon the hearing ended at 11:01

a.m)
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