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PROCEEDI NG

CHAIRMAN IGNATIUS: I'd like to open the

hearing in Docket DE 11-216, which is Public Serv ice
Company of New Hampshire's proposed revised Alter native
Default Energy Service rate. On Oct -- excuse me , on

April 27th, 2012, PSNH filed testimony and exhibi ts
describing a proposed redesigned Alternate Energy Service
rate, called "Rate ADE". That was filed pursuant to
Commission Order Number 25,320. And, the Company proposed
it be in effect as of July 1st, 2012. We, by a s ubsequent

secretarial letter, scheduled a hearing for today

And, | understand we've had a little bit
of a flurry over figuring out phone access for a witness
who has, at the last minute, become unavailable. So, I'm
hoping that that's working. We'll find out.

Let's start with taking appearances.
And, when it's time for Mr. Estomin, I'll cue you . Mr.
Fossum.

MR. FOSSUM: Good morning. For Public
Service Company of New Hampshire, my name is Matt hew
Fossum. And, this morning with me are Robert Ber sak,
Stephen Hall, and Frederick White for the Company

CHAIRMAN IGNATIUS: Good morning.

MR. BERSAK: Good morning.

{DE 11-216} [Day 1] {10-18-12}
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MR. RODIER: Good morning. Jim Rodier,
with Gus Fromuth.

CHAIRMAN IGNATIUS: Good morning.

MR. RODIER: For PNE.

MS. MIRANDA: Good morning,
Commissioners. Joey Lee Miranda, from Robinson & Cole,
along with my colleague, Jonathan Schaefer, on be half of
the Retail Energy Supply Association.

CHAIRMAN IGNATIUS: Good morning.

MS. CHAMBERLIN: Susan Chamberlin,
Consumer Advocate for the residential ratepayers. And,
with me today is Donna McFarland and Steve Eckber g.

CHAIRMAN IGNATIUS: Good morning.

MS. AMIDON: Good morning. Suzanne

Amidon, for Commission Staff. | have with me tod ay Steve
Mullen, who is the Assistant Director of the Elec tric
Division, and Al-Azad Igbal, who is an analyst in that
division.

CHAIRMAN IGNATIUS: And, Mr. Estomin,
can you hear me?

MS. CHAMBERLIN: He's --

MR. ESTOMIN: Yes, | can.

CHAIRMAN IGNATIUS: Good. So, that's

working. And, | apologize, is it "Estomin"? "Es tomin"?

{DE 11-216} [Day 1] {10-18-12}
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MR. ESTOMIN: "Estomin".

CHAIRMAN IGNATIUS: "Estomin", thank

you. If for some reason you get cut off or you'r e unable
to hear, obviously, speaking up won't help. So, maybe you
can --

MS. AMIDON: He could relay a message
through the Office of Consumer Advocate.

CHAIRMAN IGNATIUS: Right. We also have

Wifi access in this room. So, if anyone has a Sm artphone
or computer access on them here, and then could g eta
message, if you were to send an e-mail, | don't k now if

anyone at OCA has that with them?
MS. CHAMBERLIN: No. But | can get
someone from my office to quickly contact him.

CHAIRMAN IGNATIUS: All right. So, if

something goes wrong, the system gets cut off, ca Ilinto
the Consumer Advocate's regular number, Mr. Estom in, and
they will run down and let us know and we'll get you
reconnected.

MR. ESTOMIN: All right. Thank you.
CHAIRMAN IGNATIUS: Thank you. Are
there any other procedural matters before we begi n with
evidence?

MS. AMIDON: Yes. I just wanted to

{DE 11-216} [Day 1] {10-18-12}
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clarify the order of witnesses for the Commission . As you
know, a Settlement Agreement was filed in this do cket, and
the settling parties are PSNH, the Office of Cons umer
Advocate, and Staff. So, what we propose to do i sto

first put on PSNH witnesses to present the Settle ment,
followed by Mr. Estomin for the Office of Consume r

Advocate, because the Office of Consumer Advocate
participated in the Settlement, and then Staff. The final
witness will be Mr. Fromuth, who filed testimony for PNE.

CHAIRMAN IGNATIUS: Thank you. | assume
that's acceptable to everyone?

(No verbal response)

CHAIRMAN IGNATIUS: And, any other
matters to take up, before we have Mr. White and Mr. Hall
take the stand?

(No verbal response)

CHAIRMAN IGNATIUS: If not, gentlemen.

(Whereupon Stephen R Hall and

Frederick B. White were duly sworn by

the Court Reporter.)

STEPHEN R HALL, SWORN
FREDERI CK B. WHI TE, SWORN
DI RECT EXAM NATI ON

BY MR. FOSSUM:

{DE 11-216} [Day 1] {10-18-12}




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

24

[WITNESS PANEL: Hall~White]

Good morning. Mr. Hall, I suppose we'll start

you. Could you state your name and place of empl

for the record please.

(Hall) My name is Stephen R. Hall. I'm employe

Public Service of New Hampshire.

And, what are your responsibilities in that pos

(Hall)  am Manager of New Hampshire Revenue

Requirements. I'm primarily responsible for dock

strategy and management for all PSNH dockets, oth
than dockets involving C&LM and low income progra

And, Mr. White, your name and place of employme
the record please.

(White) Frederick White. I'm employed by North
Utilities Service Company.

And, what are your responsibilities in your pos
with Northeast Utilities Service Company?

(White) I'm a Supervisor in the Energy Supply g
NUSCO. And, our responsibilities are primarily t
analysis of the power supply for energy service a
Public Service of New Hampshire for purposes of r
setting and reconciliation dockets.

And, back on April 27th, did you submit prefile
testimony in this matter?

(Hall) Yes.
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[WITNESS PANEL: Hall~White]

(White) Yes.

And, do you have any changes, updates or correc tions to
that testimony?

(Hall) No.

(White) No.

And, that testimony is true and accurate to the best of

your knowledge and belief today?

(Hall) Yes, itis.
(White) Yes.
MR. FOSSUM: I'd like to enter that
testimony as the next exhibit, which | believe is 7.
CHAIRMAN IGNATIUS: So marked for
identification.

(The document, as described, was
herewith marked as Exhi bit 7 for

identification.)

BY MR. FOSSUM:

Q.

Now, on September 21st, did you submit rebuttal --

prefiled rebuttal testimony in this docket?

(Hall) Yes.

And, do you have any changes, corrections or up dates to
that testimony?

(Hall) No.

And, is that testimony true and accurate to the best of

{DE 11-216} [Day 1] {10-18-12}
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10
[WITNESS PANEL: Hall~White]

A.

your knowledge and belief today?
(Hall) Yes, itis.

MR. FOSSUM: And, I'd like to have the
rebuttal, the September 21st rebuttal testimony a s the
next exhibit for identification.

CHAIRMAN IGNATIUS: So marked as
"Exhibit 8" for identification.

(The document, as described, was

herewith marked as Exhi bit 8 for

identification.)

BY MR. FOSSUM:

Q.

And, pursuant to a procedural order in this doc ket, did
you participate in settlement discussions?

(Hall) Yes.

And, out of those discussions, was a settlement ora

partial settlement reached?
(Hall) Yes, it was.
And, was that Settlement filed on October 12th, 20127
(Hall) Yes, it was.
MR. FOSSUM: And, | would like to enter
copies of that Settlement for identification as " Exhibit
9"
CHAIRMAN IGNATIUS: So marked.

(The document, as described, was

{DE 11-216} [Day 1] {10-18-12}
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[WITNESS PANEL: Hall~White]

11

herewith marked as

identification.)

BY MR. FOSSUM:

Q.

A.

Now, Mr. Hall or Mr. White, as may be appropria
could you very briefly explain the Settlement ter
(Hall) Uh-huh. Under the Settlement, PSNH, the
Commission Staff, and the OCA agreed to a design
Rate ADE that is similar to the design that PSNH
originally filed back in September 2011, with cer
modifications, to address both the Commission's
concerns expressed in their order and the OCA's
concerns.
Under the Partial Settlement that we
entered into, Rate ADE would be put into effect a
pilot program for a period of 36 months. And, to
summarize the way it works, once a customer is on
competitive supply for 12 consecutive months, if
return to energy service from PSNH, they would th
required to take service under Rate ADE, rather t
standard Rate DE for a term of service. The term
service in the Settlement is undefined. That is
one issue on which the parties were unable to agr
From a pricing perspective, Rate ADE

will be determined annually, with the price based
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[WITNESS PANEL: Hall~White]

12

forward market prices, plus an adder. And, the a
would equal the non-operating costs of the Scrubb
depreciation, return and incremental property tax

Under the Settlement, PSNH has agreed
that it will track forward market prices on a mon
basis, and provide a report that compares the new
forward market prices to the original forward mar
prices used to establish Rate ADE. If the differ
between those two amounts is greater than 75 perc
the amount of the adder, Rate ADE would, under it
terms, be closed to new customers. Existing cust
would be allowed to remain on Rate ADE, but no ne
customers would be allowed to take service under
ADE.

Under its terms, Rate ADE can be
reopened if prices subsequently decrease, forward
market prices subsequently decrease, or if the ra
adjusted after six months have elapsed.

Under the Settlement, PSNH has agreed to
provide monthly reports to the Commission and the
parties on the revenue that it receives under Rat
as compared to the marginal cost of serving the |
And, by doing that, parties will have information

how much benefit Rate ADE is providing to all cus
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[WITNESS PANEL: Hall~White]

13

A.

served under standard Rate DE.

And, that completes my summary.

Thank you. Now, you had mentioned that there h
modifications to address concerns that had been r
by the Commission. Was one of those concerns the
of the adder?

(Hall) Yes, it was. In the Commission's origin

order, they stated that there was no factual basi

the amount of the adder that PSNH had been propos
PSNH had changed its position in that original
proceeding, because of an order the Commission is
that said that "no costs associated with the Scru
were going to be recovered as of the date that PS
proposed Rate ADE would go into effect.” And, as
result, PSNH modified its position and said that
average should be one cent per kilowatt-hour." |
their order, the Commission indicated that there
wasn't any factual basis for the one cent per

kilowatt-hour. We're in a different situation no

Cost recovery of the Scrubber has commenced. And

therefore, PSNH is proposing, and under the Settl
we're proposing that the adder will be equal to t
non-operating costs of the Scrubber.

Now, you also mentioned that the rate would clo

ad been
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[WITNESS PANEL: Hall~White]

14

A.

temporarily, if forward market prices increased.
would that occur exactly?

(Hall) The way that would happen is that, as |
indicated earlier, every month we will do a new
calculation of forward market prices. That will
done on or about the 15th of each month. And, we
compare the new forward market prices as of that
to the corresponding prices used to establish Rat

If forward market prices have increased, to the e
that the difference is great -- between the new p
and the original prices is greater than 75 percen
the amount of the adder, which is around one cent
kilowatt-hour, by its terms, the rate will be clo
and no new customers will be allowed to take serv
under the rate. The purpose of that provision is
address a second concern that the Commission voic
their earlier order, which is they want to ensure
existing customers under PSNH's standard Rate DE
be -- would not be subject to additional risk as
result of the implementation of Rate ADE. So, cl
the rate is a mechanism that we have agreed to th
will result in minimizing any risk that could oth
occur, to the extent that market prices increase

significantly.

How
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[WITNESS PANEL: Hall~White]

15

Q.

A.

Thank you. Now, just for the record, at presen
Rate ADE was to go into effect today, for example
-- approximately what would that rate be equal to
(Hall) Currently, based on today's forward mark
prices, it would be around seven cents a kilowatt
However, if the rate is approved, what we're prop
in the Settlement is that, about a month prior to
effective date, which we're proposing as being
January 1, 2013, that we would come up with a rev
calculation, based on forward market prices at th
time, and file that rate with the Commission at t
time.
Thank you. Now, you had mentioned the one issu
was not settled was the "term of service". Befor
getting into issues about the term of service, co
you explain just generally how the "term of servi
provision works?
(Hall) Certainly. During the term of service,
the Commission will have to determine, Rate ADE w
be the only Default Service rate available to cus
who are returning to PSNH for Default Service, if
customers have been on competitive supply for at
12 consecutive months. So, customers who have mi

and have been gone for at least 12 consecutive mo

t, if

, what
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[WITNESS PANEL: Hall~White]

16

if they return, Rate ADE is the only rate availab

them. Those customers will still be allowed to |

Rate ADE at any time and return to competitive su

But the clock associated with the term of service

continue to run. That term of service would only

reset if the customer were to leave Rate ADE and

gone for 12 consecutive months, in effect, requal

for service and a new term of service under Rate

If customers leave for less than 12 consecutive m

and return, the term of service would continue to

BY CMSR. HARRINGTON:

Q.

Excuse me. |just-- | don't quite understand
understood the term you're making, when you say "
of service". So, if somebody was -- let's, a
hypothetical, someone was on there for, say, they
to the ADE for six months, and then they left.
(Hall) Uh-huh.

And, then, nine months later they came back. W
they go back on ADE for additional six months, th
months that they were on, and then six months to
them the year?

(Hall) No.

Or could they -- that's why I'm a little confus

said the "term", and then --

le to
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17

A.

Q.

A.

(Hall) Understood.

The clock, the mechanism on when it starts and
stops, I'm not following.

(Hall) Yes. "Term of service" is the length of

that Rate ADE is available to customers, the only
Default Service rate available. Parties were una
agree on that term of service. Staff is proposin
months; PSNH and | believe OCA are proposing 24 m
For discussion purposes, let's assume that the
Commission decides it's a 24-month term of servic
a customer is on a competitive supply for 12
consecutive months, and they leave and return to
they are then served under Rate ADE. Using your
example, if they stay on Rate ADE for six months,
then leave and go back to the competitive market,
24-month term of service clock continues to run.
they're on competitive supply for nine consecutiv
months, and they come back to PSNH for energy ser
that time frame is now 15 months from the time th
first took service under Rate ADE. Therefore, th
return would be during the time frame that the te
service clock, the 24-month clock is still runnin
upon return, they would be served under Rate ADE.

if they stay on Rate ADE, once their term of serv

when it

time

ble to
g12

onths.
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[WITNESS PANEL: Hall~White]

ran out, once the 24 months was reached, they wou Id
then be transferred to standard Rate DE at that t ime.

CMSR. HARRINGTON: Thank you. That

helps quite a bit.

WITNESS HALL: Okay.

BY MR. FOSSUM:

Q.

And, | guess that sort of jumps into the next q uestion.
You had said the Company has proposed a 24-month term
of service. Why, in your opinion, why is 24 mont hs the

appropriate term of service to use?

(Hall) Well, | covered this in the testimony th at we
filed in April. And, those customers who are ret urning
to Rate ADE, because they have migrated and are n ow
returning, their return will provide a benefit to all
other customers. The benefit being the amount ab ove
marginal cost that PSNH receives in revenue from those
customers. Really, you want to maximize that ben efit,
and therefore maximize the amount of benefit that all

other customers receive.

That said, when marginal costs are very

low, as they are now, with Rate ADE priced below our
standard Rate DE, we don't want to be in a situat ion
where returning customers have that benefit of lo wer
pricing for an indefinite period. So, based on 't hat,

{DE 11-216} [Day 1] {10-18-12}
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19

PSNH proposed 24 months as an appropriate period
time during which returning customers could recei

benefit of the lower pricing.

But Rate ADE works in both directions.

If market prices were to significantly increase,
customer returning to energy service from PSNH co
actually pay a higher price than PSNH's standard
Default Energy Service rate. In that situation,

don't want returning customers to be required to
higher rate for an indefinite period. And, again
concluded that 24 months was the appropriate peri
during which customers would be subjected to thos
prices.

Mr. Hall, would it -- is it, in sum, is the ter

service essentially a 12 months of competitive su
equals two years on Rate ADE, is that effectively
happens?

(Hall) Yes.

And, do you consider that to be inherently conf
(Hall) No. I think it's relatively straightfor

In particular, | think the customers that are mos
likely to take service under Rate ADE will be lar
customers. These customers are sophisticated use

energy, they understand their energy options. Th
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[WITNESS PANEL: Hall~White]

20

have demonstrated that understanding by the fact
they have migrated. | think it's going to be

relatively easy for customers to understand that,
they're on competitive supply for 12 consecutive
months, they can then return to PSNH and Rate ADE
up to 24 months.

And, you mentioned that another term of service

has been suggested by Staff, at 12 months. Do yo
agree that 12 months is -- what's your opinion ab
the value of 12 months as a term of service?

(Hall) Well, PSNH doesn't agree with limiting t

of service to 12 months. Understand that the who
purpose of Rate ADE is to provide value for stand
Rate DE customers. That's why we're proposing th
rate. Rate DE customers receive value when migra
customers will return to Rate ADE. And, as | sai
earlier, that value is the increment above margin

cost in revenue that we receive.

If the term of service is limited to 12

months under Rate ADE, it diminishes the value th
other customers can receive, by limiting the maxi
duration of that potential value to 12 months. T
term of service under Rate ADE really isn't relat

the 12-month time frame necessary to qualify for

that
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21

ADE. They're really for two completely different
purposes. The 12 months under competitive supply
necessary to qualify for Rate ADE is to prevent g
to prevent customers from jumping back and forth.
example, if we didn't have the 12-month term of
service -- if we didn't have the minimum 12 conse
months under competitive supply in order to quali
Rate ADE, without that provision, a customer coul
to competitive supply for one month, and immediat
return to PSNH under Rate ADE and get a lower pri
least under today's prices. So, the 12 consecuti
months under competitive supply to qualify for Ra
is to prevent that kind of gaming.

The 24-month term of service is intended
to provide significant value to all other custome
but we've got to balance that with the objective
having an indefinite term of service under Rate A
And, that's why we didn't propose 36 or 48 months
something longer. It's a limited term, but it's
balancing those objectives; providing value to al
other customers, without having it so long that i
becomes an indefinite term.

The other thing to keep in mind is that

the term of service that we're proposing, the 24

aming,

For

cutive
fy for
dgo
ely
ce, at
ve

te ADE

rs,
of not
DE.

or

{DE 11-216} [Day 1] {10-18-12}




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

24

22
[WITNESS PANEL: Hall~White]

months, isn't necessarily a continuous term of se rvice.
As | said earlier, customers can come and go as t hey
please. So, the result is that, with a 24-month term

of service, that doesn't necessarily mean that a

customer is going to return to Rate ADE, stay on it for
24 months, and therefore provide 24 months' worth of
benefit, if you will, to standard Rate DE custome rs,
because a customer always has the option of going to
the competitive market. And, therefore, the 24-m onth

term of service under Rate ADE is not -- we can't

assume that it's going to be 24 consecutive month s that
a returning customer will provide value to all ot her
customers.

Q. Now, | guess right now one last question, Mr. H all. If

Rate ADE is approved and implemented, would PSNH

shareholders receive any additional profit for th ose
customers choosing to return to PSNH and take Rat e ADE?
A. (Hall) No.

MR. FOSSUM: Thank you. | have nothing
further at this time.

CHAIRMAN IGNATIUS: Thank you.
Mr. Rodier, questions?

MR. RODIER: Yes. Madam Chairman, is

that the correct way to address you, "madam Chair man", or

{DE 11-216} [Day 1] {10-18-12}
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would you prefer something else?

Chairman" is good.

CHAIRMAN IGNATIUS: No, | think "madam

MR. RODIER: Okay.
CHAIRMAN IGNATIUS: Thank you.
MR. RODIER: Thank you.

CHAIRMAN IGNATIUS: And, basically

anything is okay, as long as it's not mean.

BY MR. RODIER:

MR. RODIER: Okay. All right.

CROSS- EXAM NATI ON

Q. Okay. Well, I guess | want to -- let's just st art with

that last point, okay? Then, we'll go to your da ta

responses. You said "stockholders" --

BY MR. RODIER:

(Court reporter interruption.)

MR. RODIER: Oh, I'm sorry.

Q. Mr. Hall, you said "stockholders won't benefit from

ADE"?

A. (Hall) Correct.

MR. RODIER: Okay. I've got a portion

from a PSNH filing with the Securities & Exchange

Commission. I'd like it marked into evidence. | Il have

it -- maybe | should have the Company verify firs t that

{DE 11-216} [Day 1] {10-18-12}
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it's their document.
CHAIRMAN IGNATIUS: Why don't you ask
the witness if they recognize it.
MR. RODIER: Okay. May I -- it's okay
to approach?
CHAIRMAN IGNATIUS: Of course.
MR. RODIER: Yes. Okay.
(Atty. Rodier handing document to
Witness Hall.)
BY MR. RODIER:
Q. Do you recognize this, Mr. Hall?
A. (Hall) I haven't seen it before, but it looks | ike an
NU 10-K.
MR. RODIER: Okay. May we mark this for
identification, madam Chairman?
CHAIRMAN IGNATIUS: Is that the
foundation? Is there anything else you can bring to --
MR. RODIER: Yes.
CHAIRMAN IGNATIUS: -- where it's from,
what it's dated, and why it's something --
MR. RODIER: Well, here's what | could
do. I could give the Chairman a copy right now o r 1 could
say that it is a Form 10-K Annual Report to the S ecurities

& Exchange Commission for the fiscal year ending

{DE 11-216} [Day 1] {10-18-12}
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December 31st, 2001. And, I'm only going to ask about one
paragraph on Page 18, Page 18, at the bottom.

CHAIRMAN IGNATIUS: Fiscal year 2001?

MR. RODIER: Eleven.

CHAIRMAN IGNATIUS: Eleven.

MR. RODIER: Sorry. Eleven.

CHAIRMAN IGNATIUS: Thank you. And,
counsel for PSNH, have you received it? Do you h ave any
objection to it being marked for identification?

MR. FOSSUM: No, not at this time. No.

CHAIRMAN IGNATIUS: And, you've got
copies for all parties?

MR. RODIER: | believe | brought ten, so
| believe | have.

CHAIRMAN IGNATIUS: All right.

MR. RODIER: May | proceed?

CHAIRMAN IGNATIUS: Yes, please.

MR. RODIER: Okay.

(Atty. Rodier distributing documents.)

CMSR. HARRINGTON: Could we have three,
if you have it?

CHAIRMAN IGNATIUS: We can make it. We
can make an extra copy. So, we'll mark this for

identification as "Exhibit 10".

{DE 11-216} [Day 1] {10-18-12}
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(The document, as described, was

herewith marked as Exhi bit 10 for

identification.)
BY MR. RODIER:
Q. Mr. Hall, did you notice that in Mr. Estomin's

testimony that he also had a footnote to an SEC r

eport?

CHAIRMAN IGNATIUS: One moment, before

you answer. Ms. Amidon, yes?
MS. AMIDON: 1 just want to make the
point that Mr. Estomin will not be able to hear a
unless Mr. Rodier addresses his questions through
microphone.
CHAIRMAN IGNATIUS: All right. And,
also, Mr. Estomin, you don't have a copy of Exhib
but it is as Mr. Rodier just stated, it's an SEC
Form 10-K for the year ending December 31st, 2011
you may have access to in your own materials. Bu
try to make sure questions are clear, because he
able to flip to them.

MR. ESTOMIN: All right. Thank you.

nything
the

it 10,
filing

, which
t we'll

won't be

CHAIRMAN IGNATIUS: Mr. Rodier, go ahead

please.
BY MR. RODIER:

Q. Areyouon Page 18, Mr. Hall?
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(Hall) I 'am.
Okay. Do you see the paragraph one-third of th
down, "Migration of customers from PSNH energy se
to competitive suppliers is increasing the cost t
remaining customers of energy produced by PSNH
generation assets and decrease our revenues"? Yo
that paragraph?
(Hall) 1 do.
| want you to take a look, | think we're famili
the first two or three sentences, but | want you
going to read you the last sentence of that parag
(Hall) Uh-huh.
And, I'm not going to belabor this point, but |
want you to comment on the following sentence: "
trend could lead to PSNH continuing to lose retai
customers and increasing the burden of supporting
cost of its generating facilities" -- "generation
facilities on remaining customers and being unabl
support the cost of its generating” -- sorry --
"generation facilities through an ES rate." Did
basically read that correctly?
(Hall) Yes.
What does that mean, "being unable to support t

of its generation facilities through an ES rate"?

e way
rvice
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(Hall) It means exactly what it says.
So, what we're saying here, that there is a dan
lurking out there from Public Service's perspecti
because, if things keep going the way they have,
may not be able to recover the cost of these faci
through ES rates?
(Hall) "Through ES rates", | agree with you.
Okay. So, in fact, Rate ADE may enable your
stockholders to recover revenues they otherwise
wouldn't recover, isn't that correct?
(Hall) No, it isn't.
Why?
(Hall) You're operating under the assumption in
guestion to me that, if PSNH is unable to recover
cost of its generating facilities through ES rate
that those costs could never be recovered. | don
agree with that assumption.
Okay. All right.
(Hall) Moreover, Rate ADE is designed to mitiga
very impact discussed in this paragraph. That's
whole purpose of it. And, that is the impact on
Service rates for all other customers.

My point is, that without Rate ADE, stockholder

come up short; with Rate ADE, they may get some o

ger
ve,
you

lities

your

the

te the
the

Energy

S may

f that
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money.

(Hall) Your point is incorrect.

Okay.

(Hall) And, the reason your point is incorrect is the
law is very clear with regard to recovery of cost S
associated with generating facilities that are ei ther

retired or divested.

| wasn't aware that was a settled issue, but le t's move
on. You have a copy of your data requests with y ou?
First thing | really want to do here is walk thro ugh

your data responses.

MR. RODIER: And, | would like to, madam
Chairman, mark for identification Mr. Hall's firs t set of
data -- his responses to PNE's first set of data requests.
The cover letter is dated "July 5th".

CHAIRMAN IGNATIUS: All of them are
being marked or particular ones?

MR. RODIER: All of them. There's only
like five in this set.

CHAIRMAN IGNATIUS: And, you're going to
guestion on all of them?

MR. RODIER: On each one.

CHAIRMAN IGNATIUS: Okay. So marked for

identification. And, | assume everyone has copie S
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10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

30
[WITNESS PANEL: Hall~White]

already?

(Atty. Rodier distributing documents.)

CHAIRMAN IGNATIUS: Mr. Rodier, --

MR. RODIER: Everybody okay?

CHAIRMAN IGNATIUS: So, the packet dated
July 5th, 2012 will be marked for identification as
"Exhibit 11".

(The document, as described, was
herewith marked as Exhi bit 11 for
identification.)

BY MR. RODIER:

Q. Okay. Mr. Hall, let's just quickly go through here,
just to see what the question and the response wa s, and
| may pick up on some of these a little later. B ut
would you look at Page 1 of 1. This is PNE/FEL-0 01.

Do you have that in front of you?
(Hall) I do.
Q. "Is Rate ADE only available to customers who ar e
otherwise without a supplier?" "Yes."
(Court reporter interruption.)
BY MR. RODIER:
Q. "Is Rate ADE only available to customers who ar e
otherwise without a supplier?"

A. (Hall) Yes.
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And, would it be fair to say that we have a dif

of opinion as to what that language means?

(Hall) I'm not quite sure what your opinion is,
me, it's pretty clear.

Okay. Well, we'll get -- we'll clear it up lat
how's that?

(Hall) Okay.

Two, would you read the question.

(Hall) "Is Rate ADE designed to provide a safet
and to assure universal access and system integri
Please explain.”

And, your answer says "Yes." And, I'm wonderin
say here "complies with [all of] the requirements
RSA 374-F", don't you?

(Hall) Yes.

Okay. Well, for example, how does Rate ADE pro
safety net and assure universal access?

(Hall) The same way standard Rate DE does. It'
default energy service rate that's available to
customers who are otherwise without a supplier.
Okay. Next, this is Request 3. And, here, I h
asked, and | think it's a provision of RSA 374-F,
you know, that the Commission -- well, let me sto

let me just ask the question. "Does Rate ADE

ference

but, to

er on,

y net
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Q.

discourage long-term use of default service?"
(Hall) Yes.
Okay. And, it's because the other customers ca
back and forth, --
(Hall) Uh-huh.
-- as you said, and you can only stay on it for
months. That's why it does not encourage long-te
of default service?
(Hall) Correct.
But, if this part of the program is successful,
thing could go on for ten or fifteen years, isn't
correct?
(Hall) I don't know. That remains to be seen.
Well, would that be indefinite?
(Hall) Would default energy service rates be
indefinite? This is nothing more than a default
service rate.
I'm asking you, could Rate ADE go on indefinite
(Hall) I don't know.
Next, FEL-004. "Does Rate ADE encourage long-t
of default service?" And, your answer is "no" fo
same reasons?
(Hall) Correct.

Okay. And, you won't even admit that it could

ngo

24
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indefinitely, because you just don't know. That' S your
answer, right?

(Hall) Correct.

All right. Next, | asked whether "the price of service

under Rate ADE equals PSNH's actual, prudent, and

reasonable costs of providing such power?" And, you
said "yes." And, there's probably two parts to t his.

| think the part | want to get to right now is th at the
adder only includes the non-operating costs of th e

Scrubber, is that correct?

(Hall) Correct.

Why doesn't it include all of the costs of the

Scrubber?

(Hall) Primarily due to difficulties associated with
allocating costs to different components of plant

Okay. You're not saying -- you're not denying that the
operating costs of the Scrubber are a cost of the

Scrubber, are you?

(Hall) Say that again.

Should the adder under Rate DE [ ADE?] cover the costs

of the Scrubber?

(Hall) Yes, and it does, at least those costs t hat can
be easily identified.

All right. But it does not cover certain costs

{DE 11-216} [Day 1] {10-18-12}
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(Hall) Well, the other costs that | think you'r
referring to are costs which there will be some o
which would be incurred regardless of whether or
the Scrubber existed, and, therefore, it becomes
allocation issue.
Well, allocating costs is something you do for
living, you're a rate manager, right?
(Hall) I don't do cost allocations. That's not
Where does that get done these days?
(Hall) That's done in Connecticut by --
Okay.
(Hall) I'm not responsible for cost of service.
All right. Anyway, the point is that, what you
saying, you haven't included them, because you'd
to allocate costs, you'd have to allocate some co
is that right?
(Hall) Correct. And, when it comes to cost all
no two people ever agree on what the appropriate
allocation is.
That's correct. But you're not saying it could
done in Connecticut, are you?
(Hall) That it couldn't be done in Connecticut?
That they could not take a crack at this?

(Hall) To what end?

not

an

my job.

were
have

Sts,

ocation,

n't be
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To include it. To include something, to at lea
principle, recognize the fact that there are othe
costs of that Scrubber that aren't being included

the adder as you proposed it.

(Hall) So, you're asking me, in theory, could w

cost allocation? The answer to that is "Sure."

can do a cost allocation.

All right. And, the next question, which is 6,

the price of service under DE equal PSNH's actual
prudent, and reasonable costs of providing such p
"Yes." And, it looks like you say here "Rate DE
includes the embedded cost of PSNH's generation [
long as] the marginal cost of power purchases”,
correct?

(Hall) Yes.

So, what this comes down to, you're saying both
ADEE -- I'm sorry. Both DE and ADE equal PSNH's
prudent and reasonable cost of providing such pow
(Hall) Yes.

Even though they're very different?

(Hall) Yes.

They're different --

(Hall) One's marginal cost based and one's embe

cost based.

st, in
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All right. So, the small captive customers pay
that's based on embedded cost, and the larger cus
pay the one that's based on the marginal cost of
purchases?

(Hall) I don't agree with your characterization
customers are "captive". There is no such thing
"captive” customer.

Okay. So, small customers who stay on Rate DE
pay the embedded cost of PSNH's generation, while
larger, mobile customers would just pay the margi
cost of power purchases?

(Hall) Any customer receiving service under Rat
pays embedded cost. Rate ADE -- Rate DE is an em
cost rate.

Okay. You meant to say "Rate DE"?

(Hall) Rate DE.

Yes.

(Hall) Standard Default Energy Service rate --
Okay.

(Hall) -- is an embedded cost rate. Therefore,
customer taking service under that rate pays embe
costs.

Okay.

(Hall) Customers who have migrated and been gon

the one
tomers

power

that

as a
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A.

months, and subsequently returned, would pay a ma

cost based rate --
Okay.
(Hall) -- for a term of service to be determine
Commission.
So, customers who stay on Rate DE pay for the h
power, and the ones who migrate pay for the lower
power?
(Hall) I don't agree with your characterization
ADE can be higher priced than Rate DE.
Okay. And, that's a good point, because, in al
guestions, please assume that I'm only talking ab
the situation where marginal costs are less than
average costs, okay?
(Hall) Okay.
Because I'll just interject that | don't think
any problem with what your proposal is when margi
costs are higher than average cost, all right?
(Hall) I'm glad you don't have a problem with t
proposal in that event.
Excuse me?
(Hall) I'm glad you don't have a problem with o
proposal in the event that the situation reverses

Well, you and | have talked a lot about this as

rginal

d by the

igh cost

cost

. Rate

out

we have
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pect
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over the years about what happens when purchased
costs are higher than average costs, haven't we?
(Hall) Yes, we have. And, in fact, we entered
agreement that was very similar to Rate ADE when
situation was reversed. And, that was a marginal
based rate.
And, that was to offer customers a credit so th
switch, right?
(Hall) Yes.
To jump start the market, correct?
(Hall) Yes.
Okay. And, that program was a big success, was
I'm being facetious.
(Hall) Is that a rhetorical question?
Yeah. It failed, didn't it?
(Hall) No customers took service under it.
Okay. Now, the next one | thought was interest
Would you read, I'll have you do it this time, we
share the workload here, FEL-007. Would you read
guestion.
(Hall) "Is the purpose of Rate ADE to provide ¢
who have migrated from PSNH's default service an
attractive opportunity to return to the Company f

energy service?"

power

into an
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And, then, you referred to your testimony, corr
(Hall) Yes.

Can you answer this question "yes" or "no"?
(Hall) Let me turn to my testimony.

No, | was just asking right now whether you cou
answer this question as "yes" or "no"?

(Hall) Let me turn to my testimony.

Okay. Let's cut this short. Is that going to

answer, you're going to read me your testimony?

(Hall) I want to see what | said.

Okay.

(Hall) The answer to that question would be "no
That's not the purpose?

(Hall) No.

So, you don't recognize this language is taken
from Attorney Knowlton's cover letter that you fi
with the Commission on April 27th?

(Hall) From Attorney Knowlton's cover letter?
Yes. Do you have that?

(Hall) It may well have been in the cover lette
Okay. So, you don't agree with the characteriz
her cover letter?

(Hall) I'm agreeing with the characterization i

testimony.

ect?

be your

directly
led
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ation in
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A.

Okay.
(Hall) That "the purpose...is to provide...ener
service at prices in excess of marginal cost whil
providing a contribution to fixed costs that will
benefit all other customers taking energy service
PSNH." And, the reason for that is the discussio
we just had a few minutes ago. Rate ADE can be h
than Rate DE. And, therefore, it's the
characterization of the question that | disagreed
Just you -- you do not agree that "the purpose
ADE is to provide customers who have migrated fro
PSNH's default service an attractive opportunity
return to the Company", even though I'm represent
if we look at Attorney Knowlton's cover letter on
April 27th, that's what she says, you still disag
(Hall) That cover letter may have been in prefe
the circumstances as they exist today. My testim
describes the general purpose of Rate ADE. And,
fact, that statement and that question may be ar
of approval of Rate ADE. But the purpose is --
Okay. Let's --
(Hall) -- "to provide...energy service at a pri
excess of marginal cost while providing a contrib

to fixed costs that will benefit all other custom

)%
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Do you have Mr. Eaton's cover letter he sent to
Commission that's dated December 27th, 2011 with
I'm sorry, it would be -- would it be the post tr
statement?

CHAIRMAN IGNATIUS: Can you repeat the

date and the -- | didn't follow what you just sai d.

MR. RODIER: If | could have a moment, |
just want to get it up here myself.

(Short pause.)

WITNESS HALL: Just to follow up on your
earlier question, --

MR. RODIER: There's no question
pending, Mr. Hall.

WITNESS HALL: Well, | want to
supplement my answer, if that's all right?

CHAIRMAN IGNATIUS: No.

MR. RODIER: Well, you can do it on
redirect, okay?

WITNESS HALL: Okay.

MR. RODIER: | am referring to PSNH's

the

you?

ial

final statement in this proceeding, closing state ment. |
think, let me look and see what the date is on th e back.
It was submitted by Attorney Eaton. And, it's da ted

December 20th, 2011.
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BY MR. RODIER:

Q.  And, without spending much time on this at all,
don't have that, right, Mr. Hall?

(Hall) No, I don't.

Q. Okay. So, | want you to just accept this subje
check, okay? That, under Paragraph 5, on Page 4,
says, in part, "The purpose of the rate is to pro
an alternative default service price for customer
that's not the one | wanted.

A. (Hall) I now have it.

MR. RODIER: Mr. Hall, I'm going to have
to come back to this, if | ever do. | can't find
was asking. So, | apologize to the Commission an
everybody else in getting us down this track and
able to back up at the moment. So, let's come ba
that. Sorry.

BY MR. RODIER:

Q. Allright. Let's move onto the second set of d
requests. Do you have those?

(Hall) The ones from you?

Q. Yes.

A. (Hall) Yes, I do.

MR. RODIER: I'd like to mark these for

identification.
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CHAIRMAN IGNATIUS: What is it that
we're marking please?

MR. RODIER: Sorry. This would be
PSNH's responses to PNE's second set of data requ ests, and
the cover -- in this proceeding, and the cover le tter is
dated "July 25th, 2012".

CHAIRMAN IGNATIUS: And, again, it's a
packet of multiple questions and answers?

MR. RODIER: lItis. Every question and
every answer that was given, but, again, it's onl y five
data responses.

(Atty. Rodier distributing documents.)

CHAIRMAN IGNATIUS: Thank you. So
marked as "Exhibit 12" for identification.

(The document, as described, was

herewith marked as Exhi bit 12 for

identification.)

BY MR. RODIER:

Q. So, Question FEL-001, the question was "How lon g will
Rate ADE be in existence?" You said you "don't k now
how long"?

(Hall) Correct.
Q.  And, then, Mr. Fromuth said, in his testimony, it's

going to be in effect indefinitely, and you took
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umbrage at that, didn't you?
(Hall) Correct. | didn't say "it was going to
effect indefinitely.” | said "I didn't know".
And, you're saying -- suggesting there's a dist
between those two?
(Hall) Yes. I think there's a big distinction.
Okay. Number 2, moving on quickly here. "Plea
describe in detail any marketing and outreach pro
that PSNH would undertake in conjunction with Rat
Will PSNH undertake any targeted" -- that should
probably say "targeted", it reads "targeting mark
to customers presently under contract with an ele
supplier?" You said you "have not formulated any
marketing or outreach programs", is that correct?
(Hall) Correct.
Is that still the case?
(Hall) Yes.
So, you want the Commission to let this go into
January 1st, and you still don't have any marketi
outreach program, is that correct?
(Hall) Correct.
You've had no discussions, no e-mails, no excha
documents, nothing on this matter?

(Hall) Discussions, e-mails, and exchange of do

be in
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A.
Q.

with whom?

Anybody.

(Hall) With anybody?

Yes. Interms of --

(Hall) I've had lots of discussions, e-mails, a
exchanges of documents with people at PSNH and at
Northeast Utilities.

On marketing and outreach programs for Rate ADE

(Hall) Marketing and outreach?

For Rate ADE? Look, I'll accept your answer.

this to start January 1st, and you don't have --
have done no work of developing a marketing progr
outreach programs?

(Hall) Is that a question?

Yes.

(Hall) We have had discussions with account exe
We haven't developed any formal programs. We don
know what form it's going to take. We don't know
account executives are going to contact customers
at all. In fact, the role of account executives
their responsibilities are changing. So, we don'
know to what extent they will be utilized. | hav
certainly described the rate to them.

Is that because all the account executives are

nd

You want
you

am or

cutives.
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Q.

under the new community service organization?
(Hall) I didn't understand your question.
Never mind. Okay. So, you don't know whether
account executives will be making outgoing calls
customers. You don't know, in addition, you don'
whether you're going to be sending them glossy
brochures in the mail or e-mails. Is that what y
testimony is?
(Hall) I don't know what's planned.
Okay. But, then again, | guess you're notin c
planning, so that's one reason you might not know
correct?
(Hall) Could be. I'm not aware of any marketin
outreach planning or programs.
Okay. Allright. Okay. Then, the last one |
ask you about, in 3, the next one. I'll read it.
"Please provide an estimate for the costs expecte
PSNH to be incurred for Rate ADE, including, with
limitation, costs for administration, promotional
materials, marketing, sales and customer service.
same answer as what we just discussed, is that co
(Hall) No. The answer refers to two other data
responses.

Okay. Well, what is the answer, so we don't ha

your
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look it up?
(Hall) Say that again please.
What's the substance of the answer? You do ref
"FEL-002", and I think that's the one we just loo
at, where it says you don't have anything. So, -
(Hall) Correct. And, | also referred to "OCA 2
which basically talked about the work necessary o
will be necessary to be done, if ADE is approved.
Okay. So, there's going to be costs incurred,
there, Mr. Hall, with respect to rolling out Rate
(Hall) Opportunity costs, because people will b
working on --
| see.
(Hall) -- programming.
Well, how about the marketing and -- well, let'
take customer service. Don't you expect a lot of
from customers that say "how do we get in on this
(Hall) I don't know. Perhaps. We are not plan
hiring additional customer service reps --
Okay.
(Hall) -- to deal with additional calls as a re
Rate ADE.
How about written materials? Anything? Now, y

-- well, let me follow up. You said "opportunity

er to

ked

-002",

r that

aren't

ADE?
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costs". That means that you have people now, the
not sitting around with nothing to do, they're wo
right?
(Hall) Correct.
They're going to be working on something and no
they're going to be re-deployed over to ADE. So,
the question becomes "that's costs, why isn't tha
included in the adder?"
(Hall) It's not a marginal cost. Rate ADE is a
marginal cost based rate.
Well, how about the cost of the lost opportunit
them doing something else?
(Hall) 1t would be difficult to calculate it.
wouldn't know how to calculate that lost opportun
cost.
| guess where I'm coming from is that competiti
suppliers have concerns here. And, you're using
resources of a regulated utility, whose costs are
in base rates, and you're using those to market t
rate?
(Hall) And, we're not seeking any cost recovery
the Commission as a result of this rate.
Okay. So, | guess then the way that we leave i

you said there was an "opportunity cost", because

y're

rking,
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A.
Q.
A
Q

employees would no longer be doing what they norm
do, right?
(Hall) Yes. But your guestion makes it sound |
is going to be a full-time job for someone. It's
Well, let's look at it this way. Let's just sa
this goes into effect. And, we've talked in the
about the two customers on Dubuque Street, in
Manchester, haven't we?
(Hall) Is that your old neighborhood?
No, it's not.
(Hall) Oh. Okay.
Even though I'm French, it's not. But | have a
in the past, a typical person in Manchester, | sa
"Dubuque Street", okay, it's right behind West Hi
(Hall) I wasn't aware of that.
So, there's two customers, okay? And, they tal
each other. And, one's paying 9. -- what's your
proposal for January 1st? 9.57? | mean, 8.97?
your proposed ES rate for January, ES rate?
(Hall) I don't recall.
(White) 8.97.
Thank you. One's paying close to 9. What did
your current estimate was for ADE?

(Hall) About 7 cents.

ally
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The other's paying 7. And, so, one's saying "w
did you do that?" Let's assume that Customer 1 h
been with PNE.

(Hall) Uh-huh.

Goes back to the house, goes to PSNH, gets your
cents. You don't think that that is going to cau

lot of calls to you or concerns?

(Hall) I have no idea.

Okay.

(Hall) What if Customer 2 is getting a deal fro

Comcast because they have been gone or they're a

brand-new customer?

Yes, but --

(Hall) Is that going to cause problems between
Perhaps. | don't know.

Yes, but Comcast is not regulated.

(Hall) Understood.

Let me ask you, then. What if a residential su
were to say "You're a chump, you're paying 9 cent
kilowatt-hour, and your neighbor is paying 7 cent
to -- come to us for a year, and then you can get
cents yourself*?

(Hall) Uh-huh.

You really think that's not going to happen?

ell, how

as

Se a

them?

pplier
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S; go
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(Hall) I have no idea what suppliers might say.

Okay.

(Hall) In fact, some of the reports that | rece

what some suppliers are telling customers are som
disturbing.
Are you talking about Gold's Gym? Are you talk

about the incident with Gold's Gym?

(Hall) No.

Okay. So, let's just leave it at that. | thin
going to try to ask Mr. Mullen whether -- well, |

just leave it with you, rather than -- there coul

some unanticipated consequences that might not be

pleasant for PSNH out of this program, is that ri
(Hall) I don't agree with your characterization

| said "there could be". You're saying "no"?
(Hall) I don't agree with your characterization
Okay.

(Hall) I don't know what you mean by "unpleasan
PSNH". | don't know what you mean by "unanticipa
consequences".

Okay.

(Hall) Your question is too vague for me.

All right, Mr. Hall. Then, I'll make it very s

You could have 200,000 residential customers leav

ive from

ewhat

ing
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the competitive market so that -- as a matter of

you were saying today, they could leave for the
competitive market on January 1st, and 12 months,
customers are going to be on ADE for 12 months, t
they can go back. A customer has to be with a
competitive supplier for 12 months, I'm very sorr
After that, they can go back to ADE on January 1s
leave again on April 1st, come back again July 1s
leave again on October 1st?

(Hall) They could.

MR. RODIER: Okay. Are you going to
take a break, madam Chairman? I'm happy to keep

CHAIRMAN IGNATIUS: No, we'll keep

going.

MR. RODIER: Okay.

BY MR. RODIER:

Q.

A.

Well, | think we're down to my last one, which
metaphysical debate about what's the meaning of
"otherwise without a supplier”. And, | have aske
on a number of occasions. But we both agree that
ADE is available to customers who -- that you int
make it available to customers who are otherwise
without a supplier, is that correct?

(Hall) Correct.

fact,
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You interpret that as meaning, well, if the cus
with a competitive supplier and they quit, and th
to Rate ADE, then they're otherwise without a
competitive supplier. Without a supplier. Sorry
Your position, let me see if | got it right. A
customer is with a competitive supplier, they ter
their contract. So, they qualify for Rate ADE, b
they're otherwise without a supplier?
(Hall) Correct.
So, even though -- by the way, did you notice -
you read Mr. Estomin's testimony?
(Hall) I did.
He said "the purpose of ADE is to lure customer
to the regulated utility." Did you read that?
(Hall) I read it.
Did you read Mr. Fromuth's testimony, he said t
thing, he even you used the same word "lure"? Do
recall that?
(Hall) I read it.
Okay. Using their phrases, if you "lure" the ¢
back to the house, back to the regulated utility,
saying they're otherwise without a competitive
supplier?

(Hall) I don't agree with the characterization

tomer is

ey go
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Q.

"lure”. That only applies or would only apply in
situation where marginal costs are low. Remember
ADE applies regardless of whether marginal costs
low or high. And, if the situation reverses, cer
you wouldn't suggest that we're "luring” customer
at a price above --
Right.
(Hall) -- the standard Default Energy Service r
Beyond that, | address this very issue in my rebu
If you apply your logic, then, even without Rate
let's set that aside, then, using your logic, Rat
would not be a rate that's available to customers
are otherwise without a competitive supplier. Be
in the same situation where marginal costs increa
would you then be saying that Rate DE, the standa
Default Service rate, is meant to "lure" customer
back? I don't think so. And, therefore, your ar
doesn't hold water. Your logic falls apart.
Okay. And, I've asked -- earlier | asked you t
that all my questions were in the context of marg
costs being less than average costs, okay? You h
that in mind?
(Hall) I have today's situation in mind.

Right.

, Rate
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A.

(Hall) But I think you need to understand, and

Commission needs to understand, the broader conte
which Rate ADE is designed and will apply. We ca
putting blinders on and looking at one specific
situation and assuming that's the way it's always
to be.
Well, I'm getting ready to wrap this up, | beli
But | want to stick to the present situation, whi
could prevail for quite a long period of time, |
Marginal costs are less than the average costs.
you don't like the use of the word "lure", do you
(Hall) I don't agree with it. That's not the p
of the rate.

Okay. Back to --

MR. RODIER: Very quickly, madam

Chairman, | really am almost done.

BY MR. RODIER:

Q.

o » o »

| want to go back to Gerald Eaton's closing sta

in this proceeding, dated December 20, 2011. Pag
bottom of Page 2. Do you have that, Mr. Hall?
(Hall) I'm getting it.

And, let me know when you reach it.

(Hall) I'm there.

Okay. Bottom of Page 2, there's a paragraph th

the
xtin

n't be

going
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guess.
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says "Reasonableness”, do you see that?

(Hall) 1 do.

Would you read the first sentence in that parag

(Hall) Sure. "Rate ADE is reasonable because i
designed to attract customers back to default ser
Do you disagree with his statement?

(Hall) The statement describes today's situatio
direct your attention to Page 4.

I'm just --

(Hall) Where you were before.

Okay.

(Hall) That also talks about the purpose of Rat
Where that same document says "the purpose of the
is to provide an alternative default service pric
customers taking service from competitive supplie
contribute to the default service costs above mar
costs; therefore, it provides another price signa
compare with competitive suppliers' offers."

| want to invite your attention back to the bot
Page 2, the first sentence that says "Rate ADE is
reasonable because it is designed to attract cust
back to default service."

(Hall) Okay.

You seem to have a problem with anything that s

raph.
t's

vice."
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that what you're trying to do here is really take
customers out of the competitive market. But, in
event, do you agree or disagree with this sentenc

That's all.

(Hall) I agree with the sentence in the context

circumstances that were in effect when it was dra
and today's circumstances. Since the rate is low
priced and it's marginal cost based, we hope it w
attractive to customers. And, if it is, that wil
result in benefit to all other customers who are
under the standard rate.

Okay. By the way, when this -- this, | think,

last one. 1 just wanted to ask you this, it just
occurred to me. A customer leaves PSNH to go to
Do you have that hypothetical in mind?

(Hall) Yes.

Okay. PNE pays you the selection charge, billi
charges, a charge -- a third charge for payments
collections, is that right?

(Hall) Assuming PNE has contracted for those se
Okay. Which every supplier in your territory m
(Hall) No.

No?

(Hall) No.

any
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fted,
er
il be
I

served

is the

PNE.

ng

and

rvices.

ust do?

{DE 11-216} [Day 1] {10-18-12}




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

24

58
[WITNESS PANEL: Hall~White]

o » o »

Okay.
(Hall) Some suppliers do their own billing.
Okay. For the residential customers, stick to

residential, okay? Sorry. This is a residential

customer. Now, so, all the way into PNE, let's | ust
stick to the selection charge, PNE pays five buck s. On
the way out the door, PSNH -- a customer leaves t 0go

back to you, PSNH pays another $5.00 -- PNE pays
another $5.00 to you?
(Hall) I don't know. I'd have to check the tar iff.
Okay. Let's assume that's the case.
(Hall) I don't believe it is.
Okay. Then, can you check that and maybe let m e know
after lunch or something like that, whether that' s the
case? We know we pay it --
(Hall) I'm not going to be able to do it today.
MR. RODIER: Okay. That's all I have,
madam Chairman.
CHAIRMAN IGNATIUS: Thank you.
Questions from Ms. Miranda?
MS. MIRANDA: Thank you, madam Chairman.
Good morning, gentlemen.
WITNESS HALL: Good morning.

MS. MIRANDA: For the record, Joey Lee
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Miranda, from Robinson & Cole, on behalf of the R
Energy Supply Association.

BY MS. MIRANDA:

Q. The Rate DE -- ADE is going to be determined on
annual basis, is that correct?

A. (Hall) Correct. Subject to change after six mo

Q. In one event, and that's when the market price
forward market price is greater than 75 percent o
adder, is that correct?

A. (Hall) No. It's when the difference between fo
market prices, basically, four or five months int
annual period, the forward market prices differ f
the forward market prices used to set the rate.
that difference is more than -- is 75 percent or
of the adder.

Q. Okay. So, it's the -- it was the difference be
the forecasted forward energy market prices and t
actual energy market prices that is greater than
75 percent, the difference?

A. (Hall) No. No. It's looking at two different
forward market prices that were determined at two
different times. | mean, the market can shift.
forward market prices for a 12-month period,

determined, say, in December of the previous year
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be different than forward market prices for the
remainder of that 12-month period, when looked at
say, May of the following year.
Okay. So, then, essentially, itis -- you're n
comparing -- you're comparing your forward market
forecast when the rate is set, let's say, for
January 1st, 2013, to the forward market price as
exists, say, in February 2013. And, if there's |
than a 75 percent -- 75 percent or less differenc
rate remains in effect. If it's greater than
75 percent, you would seek to close Rate ADE?
(Hall) Essentially, yes.
Okay. So, it's not looking at forward market p
a comparison to actual costs. It's a forward mar
price versus the forward market price in some oth
month?
(Hall) Correct.
Thank you. With respect to the term -- the ter
service, | thought I understood it, but now, base
your response to Commissioner Harrington's questi
I'm confused.
(Hall) Okay.
So, I'd like to clarify. For the term of servi

let's assume right now that it's 24 months as you

ot
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propose. If I'm a customer that has been on
competitive supplier for 12 or more months, | ret
| stay with PSNH for six months on the Alternativ
Default Energy rate.
(Hall) Okay.
| then leave and go back to competitive supply
period less than a year. During the time I'm on
competitive supply, does that go into the 24 mont
does the clock stop at the six months | was at PS
and then starts again when | come back to PSNH?
(Hall) The clock continues to run.
So, if  am -- so, | just want to clarify it.
PSNH service for six -- Alternative Default Energ
for six months.
(Hall) Uh-huh.
I go to the competitive market, and I'm served
competitive supplier for nine months. | then ret
PSNH, return to PSNH Alternative Default Energy r
correct?
(Hall) Correct.
And, I'm on it for nine more months, for a tota
(Hall) Yes. Except that understand, even durin
remaining nine more months, there's no requiremen

stay on energy service from PSNH.
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Right. But | am required to stay on Alternativ

Default Energy, not Default Energy, if | am at PS

(Hall) Yes.

Thank you. Earlier, | believe you testified th

"did not believe that the rate was confusing, bec
you expect mostly larger sophisticated customers

take advantage of it." Is that accurate?

(Hall) Yes.

However, the rate is open to customers who are
commercial and industrial customers, is that corr
(Hall) It will be within nine months following
initial effectiveness of the rate.
So, nine months after the initial effectiveness
will be open to small commercial and industrial
customers?
(Hall) Yes.
And, nine months after the initial effectivenes
will be open to residential customers?
(Hall) Yes.
Okay. Currently, PSNH cannot track how long a
has been out on -- an individual customer has bee
on competitive supply services, is that correct?
(Hall) No. I think a more accurate statement w

"Currently, we do not track how long, because the

NH?
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A.

Q.

no need to do so."

Do you recall receiving a data request from the
Energy Supply Association --

(Hall) Yes.

-- in connection with this proceeding?

(Hall) Yes.

And, do you recall, in those RESA -- in those d
requests that RESA asked for specific information
regarding the number of customers that switched b
and forth from competitive supply for some period
time?

(Hall) Yes. I'm turning to them now. 1 think
Questions 1 and 2.

That's correct. I'm sorry, I'm actually having
finding them. One second. In response to those
requests for information regarding how many custo
moved back and forth between competitive supply a
default service, you indicated that "PSNH does no
track this information and has no way of obtainin
other than by analyzing each individual's custome
history", is that correct?

(Hall) Correct.

Okay. For purposes of determining how long cus

are on Rate ADE, and how long customers are away
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competitive supply, --
(Hall) Uh-huh.
-- PSNH will need to obtain this information, i
correct?
(Hall) Not the specific question you asked, but
need to track individual customers and the amount
time their own on competitive supply.
And, the amount of time they're on Rate ADE?
(Hall) Yes.
And, will that be done through an automated sys
manual system?
(Hall) Automated.
And, will that require changes to your IT
infrastructure to make that happen?
(Hall) I'm not sure what you mean by "changes t
infrastructure”. There will be programming neces
to do it.
Okay. And, the costs of that programming will
by who? PSNH stockholders?
(Hall) Essentially, yes. | mean, any costs tha
incurs, that doesn't get flowed through some trac
mechanism, is effectively borne by stockholders.
In response to questions from Attorney Rodier,

indicated that existing employees would be used t

s that

we will
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tem or a
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provide -- to make whatever changes were necessar

implement this program, is that correct?

(Hall) Yes. We're not going to be hiring contr

to do it.

And, where are the costs associated with those
employees' salaries currently recovered? In the
generation portion of rates or the distribution p
of rates?

(Hall) I'm going to answer this in two ways. |
depends on the type of work that they're doing.
general, the test year costs associated with work
by that function is included in distribution rate
But, once rates are set, distribution rates are |
price. There is no matching after-the-fact of co

incurred with rates recovered.

So, with that caveat, | think the answer

to your question is "distribution, generally."

So, essentially, the costs are incurred through
distribution, with the understanding that there i
reconciliation between estimated costs and actual
costs, is that correct?

(Hall) Again, I'm going to add the caveat. Bec
costs have increased since the time that rates we

set, and the test year used to set rates, then wh

y to
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knows where those costs are recovered. Maybe the
not recovered at all.

So, essentially, there is no reconciliation pro

your distribution rates?

(Hall) Correct.

Okay. Thank you. In response to questions fro
Attorney Rodier, and | know it's been talked abou
through the technical sessions and discovery, the
is for PSNH to engage in some educational or mark
opportunity to make customers aware of Rate ADE a
it will work, is that correct?

(Hall) I'm sure that there will be some sort of
education or discussions with customers or whatev
I'm not sure what it will be.

The costs associated with that will be collecte
distribution rates?

(Hall) No. Going --

From PSNH stockholders?

(Hall) Going back to my earlier response, it's
impossible to trace where certain costs are colle
Distribution rates are just a number. Therefore,
the extent that any of these costs are incurred,

not going to change rates as a result of it.

Isn't it true that Northeast Utilities, when it
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employee performing functions, it can have that
employee categorized, the functions that they're
performing as "generation related”, "transmission

related", "distribution related"?

A.  (Hall) Or "customer service related"”, and there are

probably two or three others.

Q. But, yes, Northeast Utilities Service Company e mployees

do account for their time based on the function t hat
they're performing, is that correct?
(Hall) Yes.

Q. And, based on the function that they're perform ing,
that those costs are allocated to generation,
distribution, and transmission rates, generally, using
the broad -- the broad categories, | know there a re
customer service charges, but using the broad
categories, it's generation, distribution and
transmission, correct?

A. (Hall) Oh, | agree. Right.

Q. Thankyou. Inresponse to questions from Attor ney
Rodier, he referred you to PSNH's response to the
PNE-FEL Set 1, Question 6. Can you just turn the re
please?

CHAIRMAN IGNATIUS: And, that would be

in Exhibit 117
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MS. MIRANDA: Yes. | apologize, yes.

That's Exhibit 11.

BY MS. MIRANDA:

Q.

Okay. Exhibit 11, Question 6. And, the respon

indicates that "Rate DE includes the embedded cos

PSNH's generation and the marginal cost of PSNH's

purchases."” Did | read that correctly?

(Hall) Yes.

Rate ADE, on the other hand, will be the margin

of PSNH's power purchase necessary to serve the
customers on that rate, plus the adder, is that
correct?

(Hall) Yes.

As a result, the marginal cost paid by the Rate
customers, currently paid by the Rate DE customer
will decrease, is that correct?

(Hall) No. It will remain the same.

When a customer -- so, let me clarify then. Wh
customer returns today, no Rate ADE in effect, wh
customer returns from competitive supply today, n
matter how long they have been gone, they return
Rate DE, is that correct?

(Hall) Yes.

When the customer returns to Rate DE, if PSNH d
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have sufficient power from its own generating res
to serve that customer, it must purchase that pow

the market, is that correct?

(White) Yes.

And, there is a marginal cost associated with
purchasing the power for that additional customer

the market, correct?

(White) Correct.

And, if two customers come back, | know this is
probably over simplifying it, but I'm sure one cu

may not change it all that much. But, if two cus

come back, two -- you now then have an additional

marginal cost to serve the second customer that h
returned, is that correct?
(White) Yes.

Okay. Now, let's switch to Rate ADE is in effe

Customer 1 comes back, has been on competitive su

for more than 12 months, they go to Rate ADE.
(Hall) Uh-huh.

There is no additional added marginal cost to R
for serving that customer, correct?

(Hall) Correct.

Rather that added marginal cost is now into Rat

correct?

ources
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(Hall) Yes.

And, then, the second customer returns, same th
additional marginal cost to Rate DE, but added ma
cost to Rate ADE?

(Hall) Conceptually, that's correct. The diffe

that all of the costs associated with serving Rat
and all of the revenue received from Rate ADE wil
through the Rate DE reconciliation.

Okay.

(Hall) But, conceptually, | agree with you.

Thank you. I'd like to turn now to a discussio

what happens when Rate ADE closes and reopens.

(Hall) Okay.

Rate ADE, my understanding is, as we talked abo
the difference between the forward -- the forward
market price at the time Rate ADE is set and the
forward market price at some point during the one
period.

(Hall) Uh-huh.

The difference is greater than 75 percent the r
close, is that correct?

(Hall) If the difference is greater than 75 per

the adder, yes. The rate closes to new customers

Customers who come back to PSNH service during

ing, no

rginal

rence is
e ADE
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that the rate is closed will be placed on Rate DE
that correct?

(Hall) Correct.

Once Rate ADE reopens, those customers who were

Rate DE will then be moved to Rate ADE, is that
correct?

(Hall) Yes.

Rate ADE will never be closed for longer than s
months, is that correct?

(White) Yes, | don't know how it could stay clo
longer than that.

(Hall) Yes.

(White) It would reopen for at least a month, -
(Hall) Right.

(White) -- like a mid-year rate adjustment.

(Hall) I was trying to envision a situation whe
would stay closed for longer than six months, and
can't come up with a scenatrio.

If I'm a customer -- if I'm a current customer

when | want to know what rate I'm paying, | look
Rate DE and | know that it's X dollars, X dollars
megawatt-hour or X cents per kilowatt-hour, corre
(Hall) Yes.

When I'm a customer -- under the current situat

put on

sed for

re it

of PSNH,
to
per

ct?

ion,
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A.
Q.

A.

when I'm a customer with a competitive supplier,
I'm trying to figure out if | want to stay with m
competitive supplier, or maybe PSNH's rate is bet
look to Rate DE, is that correct, under today's
circumstances?
(Hall) Presumably, yes.
Okay. Now, let's jump forward and assume that
is implemented.
(Hall) Okay.
| am a current customer of PSNH, when | want to
how much I'm paying, | look to Rate DE, no change
(Hall) Correct.
When I'm a customer who's on a competitive supp
have to first figure out how long I've been with
competitive supplier before | know which rate I'm
to go on when | come back to PSNH, correct?
(Hall) Yes.
Okay. Second, | need to know whether or not Ra
-- assume for a second | am in the 12-month perio
(Hall) Uh-huh.
-- I've been out more than 12 months. |thenn
know if Rate ADE is open or not, is that correct?
(Hall) Yes.

So, -- and, then, if Rate ADE is closed, then |

and
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that | would look to Rate DE to see what | would
when | switch back?
(Hall) Yes.
But | would only know what Rate DE is -- | woul
be on Rate DE until you reopened Rate ADE?
(Hall) Correct.
So, as a customer, who's been out for 12 or mor
on the competitive market, in order to figure out
I'm paying when | go back to PSNH, | need to unde
if the rate is open or closed, and | need to unde
how long DE is going to be closed before | know w
new rate is going to be under ADE, if it's closed
long it's going to be closed, so that | can figur
what my potentially new rate would be?
(Hall) Yes.
Okay. Thank you. I'd like to refer you to Exh
which is your initial testimony.
(Hall) Okay.
Page 17. Are you there?
(Hall) I 'am.
Lines 19 through 21. The first full sentence,
beginning of the sentence started on Line 19, rea
"PSNH believes that it is important to establish

rate as soon as possible so that customers will h

pay
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another alternative that has the benefit of mitig
migration.”" End of sentence. Did I read that
correctly?

(Hall) Yes.

Thank you. In performing PSNH's analysis for t
establishment of Rate ADE, there were essentially
assumptions that were looked at in that analysis,
indicated on Page 18 of Exhibit 77?

(Hall) Yes. You're referring to the risk analy

Yes.

(Hall) Okay.

So, with respect to that analysis, you looked a

price movements; the amount of sales, which react

price movements; and the amount of adders to marg

cost to determine retail price, is that correct?
(White) Yes.

However, on Page 20 of Exhibit 7, Lines 11 thro
you do indicate that "some of the assumptions [yo
have made with respect to the market prices are h
unlikely to occur", is that correct?

(White) That's what's stated there, yes.

And, you also, on that same Page 20, at the bot
Pages 8 -- excuse me, Lines 18 through 20, also

indicate that "the amount of the benefit to be re

ating

he
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from implementation of Rate ADE will largely be
dependent on the amount of the load that returns”
that correct? Did | read that or summarize that
correctly?
(White) Yes, you did.
Okay. If no customers take service under Rate
there will be no benefit from Rate ADE realized f
customers on Rate DE, is that correct?
(Hall) Yes.
If -- and, so, your sentence -- this sentence t
just read about the amount of load that returns,
benefit, as | understand your testimony, is that
Rate ADE customers contribute the -- we'll use on
we know, adder, to the non-operating costs of the

Scrubber. And, that's the benefit that the Rate

customers receive from Rate ADE customers in havi

this rate in effect, is that correct?

(Hall) Yes. The benefit is the increment, the

that we get in excess of the marginal cost of ser
the load.

In reaching your -- coming up with your assumpt
with respect to the risk analysis, and this is on
18 of Exhibit 7, one of those assumptions, correc

that customers have perfect foresight, that custo

ADE,

or
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A.

essentially react immediately to a price change t
benefits them, even if it's the smallest, you kno
it's four decimal points out, every customer reac
positively or negatively to a price change, is th

correct?

(White) Yes. The analysis was done using Excel

the customer decisions were based on a direct
comparison of assumed third party supplier rates
Rate ADE. So, any however small a difference wou
drive the assumed reaction one way or the other.
And, the prices that were used to represent the
market prices, not the PSNH prices, were also bas
assumptions on your part, and not actual data, co
(White) Yes. It's based on assumptions. We, t

the normal course of business, in other jurisdict
our group also handles competitive solicitations
standard service supply in Massachusetts and
Connecticut. And, during the course of those
solicitations, we perform analysis to make a fore
of what we believe should be reasonable offers fr
suppliers.

Those are wholesale suppliers, correct?

(White) That's correct. Those are wholesale su

And, having done that for several years, and deve
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the baseline for that analysis through a marginal
analysis, and then, through experience, seeing th
difference between the straight marginal cost and
offers that actually come in, we've derived some
empirical evidence about what profit and risk pre
adders are on top of a straight marginal cost
calculation. So, --

At the wholesale level?

(White) At the wholesale level. So, it's been
using that type of information and knowledge that
resides in our department, sort of guided the
assumptions used in this risk analysis. It's not
data necessarily.

For purposes of determining the cost of Rate AD
you've indicated it's a marginal cost, plus the
non-operating costs associated with the Scrubber
| want to talk not about the adder, because I thi
all know sort of what's going in that. | want to
about the other piece of the cost that is used to
establish ADE.

(White) Okay.

That cost will only include the costs that PSNH
in buying power out of the market to serve the

customers returning, is that correct, and includi

cost

the
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energy, ancillary services, renewable energy cred
all of the pieces of the energy? It will --is t
correct?
(Hall) I want to make sure that we're grounded
understand your question.
The cost component, the non-adder component, wi
consist of the costs that PSNH incurs to serve
customers that are on Rate ADE through the market
including all costs of energy, ancillary services
renewable energy credits, capacity congestion,
et cet er a, is that correct?
(White) Yes. It's market-based full requiremen
service.
So, again, keeping the adder out of the picture
marginal cost does not include any costs associat
with PSNH's existing generation fleet, is that co
(White) That's correct.
The adder, | understand, does. But the cost do
is that correct?
(White) That's correct. That the forecast of m
prices to establish the rate does not include any
of PSNH owned generation. It's strictly market-b
And, PSNH will set the annual rate for Rate ADE

on its -- based on forward energy -- a forecast o

its,
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forward energy market prices, plus the adder, is
correct?
(White) I'm sorry. Could you repeat that. |t
missed the first part.
PSNH will set Rate ADE on an annual basis, assu
let's assume that the thing that closes the rate
doesn't occur, on an annual basis, based on a for
of forward energy market prices, plus the cost of
adder?
(White) Yes. And, when you say "forward market
prices", it will also include the things you ment
previously, all ancillaries, capacity, ISO
administration expenses, all expenses assigned to
in the New England region.
And, it will be based on a forecast of all thos
correct?
(White) That's correct.
Plus the adder?
(White) Plus the adder.
Okay. Assuming again the rate doesn't close, d
the -- for one year PSNH will track all of the ac
costs that it incurs, is that correct?
(White) Yes.

To serve Rate ADE customers?
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(White) That's correct.
At the end of a year, PSNH will then, again, as
no closure, at the end of a year, PSNH will then
reconcile its actual costs for serving ADE custom
and the -- against its forecast of all the load-s
costs associated with serving those customers, pl
cost of the adder?
(White) Well, let me address two parts. The "o
reconciliation” of default energy service costs,
DE load and ADE load will be reconciled together.
agreed to in the Settlement, --
To which RESA is not a party, correct?
(Hall) Correct.
(White) That's correct.
Thank you.
(White) By the 25th of each month during the AD
we're going to provide a report, which will provi
information you mentioned, which will be a compar
of ADE revenue, compared to the actual costs to s
Rate ADE load during the course of a month. So,
end of a year, we'll have a year's worth of -- |
mention it, because it's really a calculation sor
off to the side for reporting purposes to evaluat

benefits or the performance of Rate ADE.
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Q.

A.
Q.

And, the reason it's a calculation off to the s ide is
because the actual reconciliation of the costs an d
revenues will be done in -- costs and revenues
associated with Rate ADE will actually be reconci led in
Rate DE, is that correct?
(White) That's correct.
Thank you.
CHAIRMAN IGNATIUS: Before you move on,
Ms. Miranda, this may be a good time for a break. Am |
cutting you off on a question?
MS. MIRANDA: Nope. That's fine. Thank
you, madam Chairman.

CHAIRMAN IGNATIUS: All right. So,

assuming you have more to go, let's not start a n ew area,
it's now 12:15. | think we should take a lunch b reak of
an hour and fifteen minutes, and resume at 1:30 a nd

continue with your questioning.

MS. MIRANDA: Thank you.

CHAIRMAN IGNATIUS: All right. Thank
you. So, Mr. Estomin, if you can call back in at 1:30,
we'll resume.

MR. ESTOMIN: | will be here.

CHAIRMAN IGNATIUS: Thank you.

MS. CHAMBERLIN: Thank you.
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MR. ESTOMIN: Thank you.

CHAIRMAN IGNATIUS: All right. We will
stay in recess until 1:30. Thank you.

(Lunch recess taken at 12:14 p.m. and

the hearing resumed at 1:32 p.m.)

CHAIRMAN IGNATIUS: All right. We're
back to the afternoon. And, Ms. Miranda, you're

continuing your questioning of the PSNH witnesses

MS. MIRANDA: Thank you, madam Chair.

Good afternoon, gentlemen.
WITNESS HALL: Good afternoon.
MS. MIRANDA: | only have about ten,
fifteen more hours -- no, about ten or fifteen mo
minutes of questions. So, | appreciate your pati
WITNESS HALL: | was going to ask you
for a sharp stick to push into my eye.
(Laughter.)
BY MS. MIRANDA:
Q. Earlier, we were discussing customer choices wh
come back from competitive supply, once, assuming
ADE is implemented, and indicating that, if a cus
comes back, who is eligible for Rate ADE, and it
closed, they are put on the Rate DE, that's corre

A. (White) Yes.
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Okay. Once Rate ADE is reopened, they are then
transferred over to Rate ADE, correct?
(White) Yes.
Okay. How will the customer know what the rate
on Rate ADE? What notice will they be provided,
what manner?
(Hall) You mean when they get transferred back?
Yes. How will they know what the -- assuming f
let me try it this way. I'm a customer and I'm o
DE.
(White) Yes.
And, ADE is closed, and you're about to reopen
some period of time, whether it's two days from n
sixty days from now.
(Hall) Uh-huh.
How am | going to know what my new rate will be
ADE when | -- when that rate reopens?
(Hall) The only way Rate ADE will change will b
pursuant to a hearing before the Commission, whic
subject to notice procedure, and then we have a t
that we file in compliance with an order that the
Commission issues. So, it's a public procedure.
Will the customer be provided individual notice

it just be the public notice that there is a proc

will be
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in front of this Commission?

(Hall) Right now, if we're transferring them fr

DE back to Rate ADE, when Rate ADE reopens, we're
planning on individual customer notification. Ju

like today, there's no notification individually

Rate DE changes.

When Rate DE changes, it changes on a predictab
schedule for customers, is that correct? Everyt
months, every six months, every twelve months, wh
that is, it's a predictable schedule?

(Hall) Rate DE is basically annually, subject t

every six months. Historically, there has been a
change every six months. Rate ADE will be the sa
It will change on the same dates.

And, how far in advance of the new Rate ADE bei
implemented will customers know what the approved
is from this Commission? Is it two days? Is it
days? Does it vary?

(Hall) The customers -- excuse me. PSNH's fili

be made, | believe, approximately 45 days in adva
a July 1st effective date. So, there would be at

a 45 day notice.

And that, that would be -- the 45 day notice wo

the PSNH proposed rate, correct?
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(Hall) Yes.

And, it is possible that this Commission could

that the proposed rate is not the actual approved

and change it, correct?

(Hall) Sure.

How far in advance does the Commission issue a

giving the actual rate that will be -- that will

implemented?

(Hall) That is up to the Commission and the --
heavy their schedule is at the time. Typically,
Commission issues orders for rates effective July
sometime during the last week of June.

So, approximately -- | understand that it varie
generally, it's about a week in advance of the ra
going into effect?

(Hall) Could be, yes.

If I'm a customer who's currently on PSNH servi

| wish to switch to a competitive supplier, how m
advance days notice is required for PSNH to make
change occur?

(Hall) I think it's two, but that's subject to
Two business days or two calendar days?

(Hall) I believe it's two business days. Might

three, but two seems to come to mind.
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Okay. Thank you. Okay. Switching gears sligh
to costs for implementation of the Alternative De
Energy rate. In response to an interrogatory fro
OCA, Set 2, Question 2, you were asked to provide
additional information regarding plans to modify
billing system, to enable residential and small C
customers to participate?

(Hall) Yes.

Assuming Rate ADE is approved by the Commission
currently, PSNH is seeking to have it go into eff
January 1st, 2013 for large and medium C&I custom
correct?

(Hall) Correct.

And, then, approximately nine months later, you
seeking to have it go into effect for small comme
and residential customers, correct?

(Hall) Yes.

And, the reason that you need that time lag is
the modifications to the billing system that are
referenced in this interrogatory response, is tha
correct?

(Hall) Yes.

And, you have not yet developed a detailed sche

cost estimate for making those modifications, is

tly back
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correct?

(Hall) Correct.

And, the cost associated with modifying that bi
system will not be included in the costs that are
charged to customers as part of Rate ADE, is that
correct?

(Hall) Correct.

Thank you. Further following up on the cost is
response to an interrogatory from OCA, Set 3, Que
2, you were asked about the employee hours that w
allocated to the modification of the billing syst
And, whether or not PSNH has a mechanism or a pro
in place to track the employee work tasks and tim
you recall that?

(Hall) Yes.

Okay. And, you indicated that you do have a ti
reporting -- PSNH does have a time reporting syst
that is capable of tracking costs, that's correct
(Hall) Yes.

But PSNH does not intend to allocate or otherwi
apportion costs associated with those changes to
ADE itself, is that correct?

(Hall) Correct.

Thank you. During discovery, in RESA's interro
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or data requests to the Company, the Company was
"if the Commission approves Rate ADE, is Rate DE
expected to decrease or increase?" Do you recall

guestion generally? It's Question 6.

A. (Hall) Okay. | was just looking for it. Yes,

recall it.

Q. And, then -- and, the response was that you "ex

Rate DE will decrease if Rate ADE is approved"?

A. (Hall) Yes.

Q. That -- and, further on in the response, it ind

that that's based on the assumption essentially t
the revenues that you receive through ADE are in
of the marginal cost of serving those customers,
that correct?

(Hall) Correct.

Okay. And, therefore, it will produce an overr

(Hall) Correct.

o » 0 »

Is there a circumstance under which it would pr
underrecovery?

A. (Hall) That circumstance always exists. But th
really was -- excuse me -- that was the purpose o
risk analysis that we did that was attached to ou
testimony that we filed in April. We kind of cam

with different scenarios and a set of assumptions
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we thought were relatively conservative, with res pect
to making it appear as risky as possible. And, w hat we
found is that, in | think all but one or two of t he
scenarios that we looked at, there would be a dec rease
in costs for Rate DE. In other words, the revenu e from
Rate ADE would be greater than the cost of servin g the
load. And, in those one or two scenarios where t he
opposite occurred, the difference was a matter of a few
thousand dollars. It was very small. So, thatr eally

was what that risk analysis was trying to get at.
Q. And, in either event, an overrecovery or an
underrecovery, that overrecovery or underrecovery will
be done through Rate DE, is that correct?
A. (Hall) Yes.
MS. MIRANDA: Okay. | have no further
guestions. Thank you, madam Chairman.
CHAIRMAN IGNATIUS: Thank you.
Questions from Ms. Chamberlin?
MS. CHAMBERLIN: Thank you.
BY MS. CHAMBERLIN:
Q. Mr. Hall, at the beginning of these questions, you
estimated that ADE would be approximately seven c ents,
is that correct?

A.  (Hall) Yes. Based on a look at 2013 forward ma rket
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o » o0 *

prices that | think we looked at perhaps a couple
weeks ago.

And, that includes the one cent -- approximatel
cent adder?
(Hall) Yes.

Yes. Okay. Under the terms of the proposed Se
Agreement, it's PSNH, the OCA, and Staff that are
agreement, except for the one term of service?
(Hall) Correct.

Correct. And, this is proposed to be a pilot p
(Hall) Yes.

And, as a pilot program, it will not continue p

three years without a Commission order and review

so?

(Hall) Correct. There's language in the Settle
describing what happens. It's on Page 4, under
Paragraph 2.2. And, it says, "the term "pilot" i
intended to indicate a non-permanent test or tria
Rate ADE, which pilot shall be evaluated by the
Commission upon conclusion of the pilot period or
to any modifications to or extensions of the pilo
program.” So, something's got to happen.

Right. But the Commission has to take action?

(Hall) Yes.
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A.

Right. And, we also included in the agreement
the Legislature were to take action and override
that is not prohibited by this pilot? And, that

(Hall) I believe so. | don't know where that |

is offhand.

Page 9, Paragraph 3.3?

(Hall) We're here. Yes. Thank you.

And, in terms of the one element that we haven'
reached agreement on with the three parties, coul
reiterate why you believe 24 months is the correc
time?

(Hall) Sure. The basic reason is to ensure tha
ADE -- to ensure that value isn't removed from st
Rate DE customers as a result of Rate ADE's
implementation. And, PSNH's concern is that, wit
the 12-month term of service, there really isn't

to be a whole lot of opportunity for Rate ADE to
and provide that value. And, therefore, we're
proposing 24 months, instead of 12.

So, looking at the rebuttal testimony, on Page

says, "PSNH's concern with a 12 month term is tha

dilutes the value of the rate as a mitigation too
the effects of migration, and thereby dilutes val

all other customers.” And, you still agree with
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Q.

statement?
(Hall) 1 do.
In terms of whether or not the rate is an attra
one, that will be up to the customers, correct?
(Hall) That's entirely up to customers to deter
So, customers will -- they still have the optio
competitive supply or they can come back to this
they will have to choose?
(Hall) Yes.
What they think is best for their business or f
homes?
(Hall) Correct.
And, the only reason that this is being delayed
residential customers is a software billing issue
(Hall) Yes. And, it's because our smaller cust
small general service and residential, are billed
a different billing system than larger customers.
Okay.
(Hall) And, as a result, there's a lot more wor
involved, it's a more complex system. And,
implementing Rate ADE under that billing system,
there's a lot more to it. 1 don't fully understa
of the things that are being done, I'm not an exp

our billing system, but that's what I've been tol
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And, if the Commission approves this, you'll ma ke sure
they get right on it?
(Hall) We committed to having Rate ADE availabl eto
smaller customers within nine months.
Okay. And sooner, if possible?
(Hall) Yes.
MS. CHAMBERLIN: Okay. Thank you. No
more questions.
CHAIRMAN IGNATIUS: Thank you. Ms.
Amidon?
MS. AMIDON: Thank you. With your
permission, Steve Mullen and | will both have som e
questions for the witnesses.
CHAIRMAN IGNATIUS: That will be fine.
| just -- | realize we forgot to check in with ou r mystery
guest here.
MS. CHAMBERLIN: He's still here. We
brought him in.
CHAIRMAN IGNATIUS: Were you here, Mr.
Estomin?
MS. CHAMBERLIN: Steve, are you there?
MR. ESTOMIN: Yes. I'm still here.
CHAIRMAN IGNATIUS: Good. Thank you.

All right. Please proceed with Staff questions.
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MS. AMIDON: Thank you. Good afternoon.

WITNESS HALL: Good afternoon.

BY MS. AMIDON:

Q.

| wanted to follow on something that Ms. Chambe
raised, and that has to do with the term of the p
program. And, if we look at Page 7 of Exhibit 9,
is the Settlement Agreement, at 2.4.2, the settli
parties agree that PSNH shall file a report on
December 1 of each year to -- basically, for purp
of assessing what's happening with the Rate ADE,
that correct?

(Hall) Yes.

And, it details in that section, and | won't re

what the report will consist of. But, if we go b
Page 4 of the Agreement, at Section 2.2, the last
sentence in that section says, "Nothing in this
agreement shall be construed to limit the authori
the Commission to terminate this rate prior to th
of the 36-month pilot period." Is that correct?
(Hall) Yes.

And, would you agree with me that the purpose o

recognizing the Commission's authority, is that,

on whatever report may be filed, the Commission m

determine that it's appropriate to terminate the
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program, for whatever reason?
(Hall) Yes.
Okay. Thank you. And, Mr. Hall, I believe --
believe this is a question for you. You've talke
lot about how the Company would propose to readju
marginal -- marginal energy cost portion of the A
rate. Would you please describe at this point wh
Company proposes as an adder to the rate? | know
adder represents the non-operating costs of the
Scrubber installed at Merrimack Station. But cou
give us a value for that at this point?
(Hall) In cents per kilowatt-hour?
Yes.
(Hall) I believe it's around 1.03, or at least
what it was the last time we calculated it. | ha
done an updated calculation of it in a few months
In connection with, for example, the updated fo
that you would be preparing for the marginal ener
cost portion of the case -- of the rate, --
(Hall) Okay.
-- would you also be preparing an updated calcu
of the adder?
(Hall) That wasn't the intent. Rather, the add

intended to remain in effect for 12 months, and t
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O

o » o »

rate would only be subject to change to the exten
marginal costs shifted.
Well, let me ask you this a different way.
(Hall) Okay.
If you were going to set the ADE rate for the y
the calendar year 2013, --
(Hall) Uh-huh.
-- would you recalculate the adder for purposes
closer to the effective date of the rate --
(Hall) Oh.
-- and submitting the filing with the Commissio
(Hall) Yes.
And, if | understand correctly, the current --
current calculations that you included in this fi
were based on the then applicable customer migrat
rate, is that correct?
(Hall) Yes.
And, the Company has updated its report to the
Commission on customer migration?
(Hall) We made a filing yesterday or the day be
think.
And, would you agree with me that it's -- the c
migration is now roughly 44 percent? 43.96, perh

(Hall) Maybe in energy. Yes, that might be.
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Okay. So, what I'd like to know is, as the mig
continues to change, does that -- what impact doe
have on the calculation of any portion of this ra
and -- well, specifically, does it affect the
calculation of the adder?
(Hall) Yes. Because the --
And, could you explain how?
(Hall) Sure. The denominator of the equation u
calculate the adder is lower, and, therefore, the
average cents per kilowatt-hour is higher.
So, with the higher migration level, what would
anticipate be happening to the adder?
(Hall) All else being equal, it would be slight

higher.

MS. AMIDON: Okay. Thank you. Mr.
Mullen.
MR. MULLEN: Good afternoon.

WITNESS HALL: Good afternoon.

WITNESS WHITE: Good afternoon.

BY MR. MULLEN:

Q.

Just to follow up on a question that Attorney A
just asked you, regarding changes to the calculat
the adder. | believe you stated that, in your an

filing, you would recalculate the adder, is that
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correct?
(Hall) Yes.
Would you also anticipate doing that for any Ju
change?
(Hall) We didn't anticipate doing it then, and
in the Settlement. So, it's not something that w
settled on. So, the Settlement doesn't contempla
that revised calculation.
Okay. In relation to -- you also discussed qui
the changes to the projected marginal costs. Let
just run through a scenario to see if we can make
that everybody is clear on how this works.
(Hall) Okay.
And, in doing an annual filing, and determining
projected marginal costs, you will look at forwar
prices for the next 12 months, is that correct?
(Hall) Yes.
Okay. So, that would -- say you were doing a r
effect January 1st, 2013.
(Hall) Uh-huh.
The marginal costs would include a projection o
month in calendar year 2013?
(Hall) Yes.

On the 15th of the following month, you would s
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o » 0 »

updated forecast of marginal costs for the remain
the year, in this case, it would be the months Fe
through December of 2013, is that correct?

(Hall) Yes.

Okay. So, say the marginal costs in the annual
were at six cents.

(Hall) Uh-huh.

And, then, say now we've gone -- now we're at
February 15th, and you had a projection for the m
of March through December 20137
(Hall) Okay.

Now, say -- and assume you have a one cent adde
for purposes of the discussion.

(Hall) Yes.

Now, when you look at that, that forecast for M
got to make sure which month I'm in now, February
for the months of March to December.

(Hall) Right.

Now, the marginal cost has increased to seven c

(Hall) For those months.

Right. So, now, you will compare the seven cen
what?

(Hall) We would compare that seven cents to the

prices for the months of March through December o

der of
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2013, the same time period, that were used, that

looked at and determined back in December, when w

calculated the entire rate for 2013. So, we basi
as you said earlier, we do a -- we have forward m
prices that we use to calculate an annual rate.

we get to February, we look at the new forward mo
prices for March through December, compare it to
original forward monthly prices for March through
December, using the calculation of the annual rat
The difference -- I'm sorry?

Go ahead.

(Hall) The difference between those two, we the
compare to the amount of the adder. And, if that
difference is greater than -- if it's 75 percent
more of the amount of the adder, the rate would b
closed as of March 1st.

Okay. Bringing us a little further, if, wheny

your annual calculation, --

(Hall) Uh-huh.

-- the projected forward prices for the months
through December --

(Hall) Yes.

-- were six cents?

(Hall) Yup.

were
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Now, on February 15th, you look at them, and th
projected marginal prices for those months are no
seven cents?

(Hall) Yup.

So, you have a change of one cent?

(Hall) Uh-huh.

What happens?

(Hall) And, in your scenario, the adder was als
cent. In that, under that scenario, the rate wou

close on March 1st.

Okay. And, now, we move forward another month.

(Hall) Okay.

March 15th.

(Hall) Yes.

Now, you look at the marginal costs for the mon
April through December, is that correct?

(Hall) Yes.

And, you compare those back to the same months
were in the annual filing?

(Hall) Yes.

Okay. Now, if that -- now, if, for those month
projected marginal cost is six and a half cents,
(Hall) Uh-huh.

-- what happens?
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A.

Q.
A.

> O » O

(Hall) The rate would reopen on April 1st.
And, why is that?

(Hall) Because the difference between the forec

between forward market prices currently, versus t
original forward market prices used to establish
rate, would be less than 75 percent of the one ce
adder. And, therefore, the rate would reopen. A
there's language in the proposed tariff pages tha
in Attachment 1, | believe, to the Settlement Agr
that provide for that potential reopening.

Would Rate ADE itself change at that time?

(Hall) No.

If a customer was currently receiving Rate ADE
time it closed, what happens to them?

(Hall) Rate ADE would have closed on February 1
March 1st, | can't remember where we were. Let's
Rate ADE closed on March 1st.

Okay.

(Hall) Customer was on Rate ADE at that time?
Yes.

(Hall) They continue to receive it. Rate ADE r

on April 1st. That customer who's on Rate ADE, i
stays on Rate ADE in April, would continue to rec

Rate ADE.
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Okay. And, that's different than some of the
discussion about a customer that would have quali
-- otherwise qualified for Rate ADE at the time i
closed, they would have been a new customer, they
have gone instead to DE until the rate reopens?
(Hall) Yes. The distinction is, that a custome
taking service under Rate ADE on the date that it
closes is an existing customer.

Okay. Now, this whole -- this whole mechanism
the rate and look at the -- a new forecast of the
marginal costs, --

(Hall) Uh-huh.

-- was that done in response to the Commission'
order in this proceeding?

(Hall) Yes.

And, that was to address which particular probl
the Commission had?

(Hall) That was to address the concern the Comm
had over marginal costs shifting and to limit ris
associated with such a shift. If you recall, in
original proposal, there was no provision for clo
the rate. Rather, what PSNH had proposed, back i
2011, was it would be subject to another look aft

months, subject to change -- the rate would be su
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to change. Now, not only is the rate subject to
after six months, but to further limit risk to al
other customers, we will close the rate to new
customers, to the extent the marginal costs jump
prior to recalculating the rate.

With respect to the difference of opinion we ha

the length of the term of service, --

(Hall) Uh-huh.

-- | believe you said that "use of a 12-month t
service would dilute the value of the rate to oth
customers"?

(Hall) I believe it would.

Regardless of the length of the term of service
value is highly dependent on how long a customer
decides to remain on Rate ADE and not go back to
competitive supply or self-supply, is that correc

(Hall) Absolutely.

So, you could have a situation where, whether i
months or 24 months, depending on the length of t
customer were to stay on, you could get the same
of benefit?

(Hall) You could. Obviously, if the rate is av
for 12 more months, there's a potential for up to

additional 12 months of benefit. That really, |

change
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is the difference between our two positions.

MR. MULLEN: Thank you. | have nothing

further.
CHAIRMAN IGNATIUS: Thank you.

Commissioner Harrington, questions?

CMSR. HARRINGTON: Yes. Good afternoon.

WITNESS HALL: Good afternoon.
BY CMSR. HARRINGTON:
Q. | guess whoever is most appropriate should just
ahead and answer these. I've got a number of
guestions. A lot of them are just trying to get
straight on how the Settlement Agreement works an
of the things that may have changed over the past
months since this docket was initiated.

In the previous docket, DE 10-160, there
was a discussion by the Commission, and it was
something to the effect that we had customers tha
on the engineering service -- or, the energy serv
rate that had little or no option, they had but t
on that. Would you agree at this time or just an
the question, are there any Public Service custom
now who have no option but to take the Default Se
rate?

A. (Hall) Not in my opinion.
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A.

Okay. So, there is no one -- there is no captu red
customer base, if you will, that couldn't go to a n
alternative supplier, if they chose to do so?

(Hall) Correct.

Okay. And, just sort of trying to get the whol e
concept of this, when we look in 374-F:3, which i s the
restructuring statute under policy principles in

Section Il. One of the principles it starts out with,

and it seems to be quite clear, "Customers should

expect to be responsible for the consequences of their
choices.” And, | would assume that would mean th e
choice of taking an alternative energy supplier o r not
to take one.

So, given that, we seem to be looking at

a program here that will help those who chose to stay
with Public Service's energy supplier under the d efault
-- the DE rate. Why do we have to have or why sh ould
we have a program that would help these people ou t
because they chose to stay with the DE rate, wher e the
law is pretty explicit that, people making that c hoice
should be responsible for the consequences of the ir
choice?

(Hall) Because notwithstanding the fact that al I

customers have the ability to go to competitive s upply,
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when you get right down to it, there are certain
customers that will not choose, and that, for wha
reason, would always remain on standard Default E
Service rate. What Rate ADE will do is reduce co
for those customers. And, really, the entire pur
of restructuring is to reduce costs for customers
reduce the cost of electricity. And, that's what

will do.

Okay. But you do agree that those customers wh
whatever reason, would never leave, are facing hi
rates because they're suffering the consequences
being responsible for the consequences of their ¢
not to move?

(Hall) No question.

Okay. There's been a lot of discussion about t
"moving back and forth" portion of this.

(Hall) Uh-huh.

And, part of that is the justification, | guess
sort of disrupts the whole planning process. So,
you have a bunch of customers that one month deci
go to an alternate supplier, because the price is
lower, and then something happens, two months lat
they jump back, it makes it extremely difficult f

Public Service then to buy power, because they're
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responsible to supply it to whoever comes back to
default rate, or the DE rate, and they may have t
out and get what would be higher priced contracts
accommodate that. So, it seems as if this proces
we're talking about really doesn't solve that pro
because, and tell me if I'm wrong here, if you go

the ADA [ ADE?] rates, somebody says “I'm going to go to
an alternative supplier." They have been there f
over a year. The ADE rates have been approved.
they decide "well, because of market conditions,
going to back."

(Hall) Uh-huh.

And, so, they go back to Public Service. Publi
Service says "okay, we're going to put you on ADE
rates.” And, as we've heard previous testimony,
basically you're going to go out and find power t
accommodate those customers. You really have no
specific way of knowing. | guess you could do so
estimation based on market trends and looking at
forward prices, but you could do that right now j
well. So, they switch back, and they're getting
ADE rate. And, then, three months later somethin
happens, and they decide to move out to a competi

supplier, and they go and back and forth, back an

the

0 go
to

S that
blem,

into

or

Now,

that

me

ust as
the
g else

tive

{DE 11-216} [Day 1] {10-18-12}




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

24

[WITNESS PANEL: Hall~White]

109

A.

forth. So, how does this address that issue? It

like, to me, the exact same thing occurs.

(Hall) We will not be purchasing power in advan
serve the Rate ADE load. And, Mr. White can expo
more on this than | can. But, rather, since Rate

is truly a marginal rate, and based entirely on
marginal costs, what we will do is essentially re
spot market purchases to serve this additional lo
And, when we do our analysis to determine whether
ADE is providing benefit, we will use spot market

prices to do that analysis.

So, there won't be any forward purchases

that we're making. And, as a result, if a custom
comes out of Rate ADE and then leaves, all that w
do is it would reduce the amount of spot market
purchases that we make, and won't -- I'm sorry?

| understand that. But | guess I'm trying to
understand how that would be different under the
present setup. Because, right now, a customer wh
taken an alternative supplier says "okay, I'm com
back. Now, at that point, | would assume you don
have contracts out there that you've signed, with
someone saying that "we're going to maintain an e

supply, just in case customers come back.” You w
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more than likely say, "okay, now I've got a new |
have to serve. We'll go to the same spot market
serve that load.” So, I'm just not sure. It see

me as if the exact same problem, potential idea t
you're going to buy in the spot market, which cou
drive up the price, as compared to maybe longer t
contract or whatever. So that whatever happens w
happen under both circumstances, isn't that corre
see nodding, but you have to say something, so
people --

(White) Yeah. If I'm with you, I'm not sure, b

think you're right. And, as we've stated, the
portfolio of our resources and the load, DE load
ADE load combined, will be managed as one portfol

So, to the extent today, when DE load goes up or

we make decisions about whether forward purchases

appropriate or not. And, it would be the same wi
load, as it came and went, we would continually m

the position of that portfolio as a whole, and ma

decisions about the proper management going forwa

And, if that involved forward purchases, then we

make those purchases.

So, | think, if your point is that we

would approach portfolio management in the same m

oad |
and
ms to

hat

erm
ould

ct? |

utl

and

i0.
down,
are

th ADE
onitor
ke

rd.

would

anner,

{DE 11-216} [Day 1] {10-18-12}




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

24

[WITNESS PANEL: Hall~White]

111

there's another group of another portion of load,
customers making individual decisions that would

the position of that portfolio through time.

Okay. Well, maybe | can put it another way the

trying to just discern what the differences on th

are. And, | guess, let me see if this plays out,

you think this is correct. Under the present sce
where there's only one Default Service Rate, DE,
there's -- you get migration back and forth. The

in, they go away, they could come back, depending

market prices.

At that point, when you go out and you

buy, let's say we've got an influx of people retu

to the Default Service rate. So, you go to the m
and you buy spot market prices as Mr. Hall stated
Now, that price is higher, for whatever reason, t
probably what's driving the people back to the DE
because the market prices are going up. Would th
additional cost associated with servicing the new
customer, who has returned to the DE load, be bor
all DE customers? There wouldn't be -- there's n
special rate for someone who just came back. If
can come back and bring additional costs with the

that costs would be spread out to all customers i
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A.

class, is that correct?

(Hall) Yes. But, under the circumstances that
today, there's two things to keep in mind. First
we're not seeing customers migrating back to stan
Rate DE, because it's above market. Secondly, to
extent that that did happen, PSNH's costs would b
impacted by market price, which is at a certain |
We get revenue from Rate DE above market. And,
therefore, customers returning to standard Rate D

today would result in lower overall costs to all

Rate DE customers. The whole purpose of Rate ADE

however, is that we're not seeing that migration
in today -- under today's circumstances.

Okay. So, | guess we get back to then to somew
debate, | guess, to some extent. The purpose of
ADE rate is -- one purpose could be stated that i
could help bring additional customers back to Pub
Service?

(Hall) At a price in excess of marginal cost.

At a price in excess of marginal cost, okay. A
again, to try to reverse the trend that we're see
where migration is in one direction, and that's o
(Hall) That's part of it.

Okay. Let me just move around to a different s
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here, so | can see if | can get a few more facts
Let's go back to the figure that was given where,
you had to set the ADE rate today, it would be ab
seven cents a kilowatt-hour. So, let's just -- w
just do that. The breakdown of that is how much
that is the marginal and how much of that is the
Scrubber?
(Hall) Not quite six cents, | believe, somewher
under six cents would be the marginal cost, and
something slightly more than a penny would be the
adder.
Okay. And, | think it's sort of straightforwar
the variables would be to the marginal cost, beca
obviously, you're talking about buying power out
market, and that could change. On the variables
adder, is there any variables there other than pr
tax? I'm trying to think what else would vary th
Is that fairly fixed, when you take out the other
things?
(Hall) Yes. Property taxes don't change too
frequently. Then, there's depreciation and retur
Okay. And, you're saying the depreciation and
return would change as time went along, because t

would be less depreciation to do it, okay. And,

here.

out
e'l

of

e just

d what
use,
in the
to the
operty

ere.

n.
rate of
here

the

{DE 11-216} [Day 1] {10-18-12}




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

24

[WITNESS PANEL: Hall~White]

114

last proposal, there was a proposal to put an add
of about one cents a kilowatt-hour, and you said
was no factual basis for your coming up with that
number, | think it was stated earlier. So, now,
talking about using the non-operating Scrubber co
What's the factual basis for using the non-operat
Scrubber costs?
(Hall) Well, we know what the costs are. And,
costs that are currently being recovered through
Default Energy Service rate, or at least partiall
recovered.
Then, maybe | should make my question a little
broader. Why pick non-operating Scrubber costs?
not pick non-operating -- other costs associated
Merrimack Station? The non-operating costs --
(Hall) Okay.
-- associated with all generating facilities or
whatever?
(Hall) That kind of goes back to the discussion
the last time around, in 2011. Where | said, "it
really doesn't matter how you come up with the ad
It doesn't matter whether you base it on certain
or whether you simply say, "oh, it's going to be

penny a kilowatt-hour.” It's the fact that there
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adder in excess of marginal cost of serving the |
that's important. And, at that time, in the last
order, the Commission determined that it needed s
sort of analytical or factual basis, rather than

up with a number, as we had proposed, one cent, t
the Commission viewed as somewhat arbitrary. But
going back to what | said back then, it's the exi

of an adder that's important, an adder above marg
costs, rather than the mechanics of how you calcu
it.

So, it could have been -- it could have been ca

as a certain part of some other fixed cost?

(Hall) Sure.

Such as, you know, Schiller Station or whatever
just you happened to choose this particular one?
(Witness Hall nodding in the affirmative).

Okay. There was some previous discussion on bo
these, the DE and the ADE, as being actual, prude
and reasonable costs. And, | think you stated th
both of them were. And, you know, | kind of reve
back to math on these things. And, you know, if
saying that the DE equals the actual, prudent, an
reasonable cost, and the ADE equals the actual,

prudent, and reasonable cost, but then we say tha
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DE and the ADE don't equal each other. We sort o f get,
you know, DE equals X and ADE equals X, but DE do esn't
equal ADE.

(Hall) Uh-huh.

That doesn't -- how do you account for that? | t
doesn't make it with me. You're saying two thing s are

the same, but they're not equal.

(Hall) The language in the law is "actual, prud ent, and
reasonable cost". What the law doesn't say is, " here's
how that cost should be determined." On the one hand,
Rate DE is based on average embedded cost, while Rate

ADE is based on marginal costs. Two very differe nt
concepts results in two different answers, yet bo th of

them can meet the definition of -- excuse me --

"actual, prudent, and reasonable costs", because the
law doesn't say "embedded costs", nor does it say

"marginal cost".

But you're saying, for the exact same service, both
people are buying the same product, electricity, from

Public Service.

(Hall) Uh-huh.

That one group of people -- or, they're both be ing --
both groups are being charged actual, prudent, an d
reasonable costs, yet there's two different price S
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A.

associated with that?

(Hall) Yes. And, that goes back to pricing pri
where customers who have migrated have demonstrat
high demand elasticity. In other words, they res
more quickly to changes in price. Marginal cost
pricing principles state that, for those customer
have highly elastic demand, their price ought to
priced based on marginal cost, and that's exactly
Rate ADE is doing.

And -- okay. | don't want to get into an exten
discussion of this, but I'm just saying, what you
saying then is, somewhere in the concept of actua
prudent, and reasonable costs, there's embedded i
there this idea that highly elastic customers can
charged a different rate than non-elastic custome
(Hall) Might point is that there really isn't a

in those words that says "how's that cost determi
Okay.

(White) And, just to add, at the end of the yea
there's a reconciliation to actual, prudent, and
reasonable costs, to be trued up against revenues
received during that year.

(Hall) Uh-huh.

(White) So, the reconciliation process is part
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whole outcome.

And, the reconciliation process, maybe | misund
but | thought all reconciliation was done through
DE rate, is that correct?

(Hall) Yes.

(White) Yes.

So, if there's reconciliation associated with,

say, both rates at the end of the year, whatever
is, it's only going to affect the DE customer?
(Hall) Yes.

Okay. So, then, -- so, if there was a underpay
some type associated with ADE, at the end of the
when you reconcile, you send the bill to the DE
customers?

(Hall) That could happen. We think it's highly
unlikely. We think the reverse is going to happe
which is, there's an overpayment by Rate ADE. Th
paying in excess of marginal cost, and that value
going to be sent to Rate DE customers.

Okay. I'll have to think about that one for a

bit. And, please appreciate that some of these
guestions will jump around a little bit because t
were written at a different time.

(Hall) Not a problem.
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Q. There was a lot of discussion, again, on gettin
to, because | think this has probably been resolv
about "otherwise without a supplier”, and what we
basically, previous statements, there was a lot o
discussion on what "otherwise without a supplier”
actually implied.

A.  (Hall) Uh-huh.

Q.  And, from what I'm hearing, from what you're sa
least your opinion is "there's no such thing as t
because all Public Service customers have an opti
either go to some type of default service or some
competitive supplier?

A. (Hall) In a sense, yes. What I'm saying is tha
has to offer default energy service for customers
are otherwise without a supplier. My interpretat
"otherwise without a supplier" means a supplier h
dropped the customer, either on its own volition,
the customer has requested that the supplier drop
Once that happens, if the customer doesn't select
supplier, Default Energy Service must be availabl
them.

Q. Right. Okay. Ithink we're clear on that in t
agreement. Thank you. A couple more questions.

125-0, the Multi-Pollutant Reduction Program, 125
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A.

under "Cost Recovery”, it talks about, and this i
cost recovery of the Scrubber, it says, "During
ownership and operation by the regulated utility,
which, in this case, is Public Service, "such cos
shall be recovered via the utility's default serv
charge." How is having this, your proposal, goin
comply with that part of the law?

(Hall) Well, the cost of the Scrubber is recove
through standard Rate DE. That's how we do the
calculation. By including the non-operating cost

the Scrubber in Rate DE, we believe that we're
complying with the requirements of --

Maybe did you mean "ADE"?

(Hall) "ADE", I'm sorry. We're complying with
requirements of 125-0:18, because those costs are
identifiable, and they're being included in the
calculation of the rate. That's what the adder i
So, the Company's position would be that, where
says it's "via the utility's default service char

that that could be either DE or ADE or ABCDE, if
decide to come up with a third group, as long as
they're all default service charges?

(Hall) Yes.

Okay. You had stated earlier that there was a
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where the ADE could result in an increased cost t
Now, | thought | followed this that, if you go in

you have a certain amount of fixed costs associat
with the Default Service rate, and right now, wit
the ADE, all of that is being charged to the DE
customers. So, if you were to bring back or add
customers under ADE, would they pay the marginal
forward cost, plus an adder, they would be coveri
some of those costs, otherwise would have to be b
exclusively by the DE customers. So, hence, it w
in the long term, put downward pressure on DE rat
that correct?

(Hall) Yes.

Okay. So, now I'm trying to figure out, how is
they could put upward pressure on those rates?
(Hall) In a circumstance where market -- forwar
prices, and, therefore, marginal costs, shift
significantly from the forward market prices that
used to calculate the Rate ADE rate level, if it

-- if the shift is by more than the amount of the

to determine Rate ADE, then you could be in a sit
where marginal costs are at a certain level and R
ADE, even with the adder, is at a level below tha

marginal cost.
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> 0 » © 2

Okay. | think | understand what you're saying

if rates were to go up, if future rates were to g
up --

(Hall) Yes.

-- substantially, then someone that got in just

the wire before that rate increase to the ADE, wo
actually be getting a discount rate --

(Hall) Yes.

-- until the ADE was adjusted upward in the nex
(Hall) Right.

-- whatever is next year?

(Hall) Now, we've put in safeguards to somewhat
mitigate the impact of that, in that, if that sit
occurs, Rate ADE gets closed. But, nonetheless,
customer that is on Rate ADE at the time of closu
would be allowed to remain on it. But Rate ADE w
then be reset after six months. So, we think tha
exposure is relatively small. But, conceivably,
suppose it could happen.

Okay. And, getting back to what's called "Exhi
which is the Settlement Agreement, | just had a ¢
of questions there. In the beginning of this, on

1, it's just a statement that "PSNH proposed to a

certain issues relating to customer migration by
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removing a portion of the fixed costs from its de
energy service (Rate DE) and recovering those cos
through a non-bypassable charge.” Now, that is n
longer in your proposal, is that correct?

(Hall) Correct.

Okay. So, that non-bypassable charge has gone
okay. | have to admit, | must have read this abo
times last night, and then before, trying to figu
exactly what all this said, this rate -- term of
service thing, that really screwed me up. | wasn
quite sure what all that meant. But, | think, af
your explanation to my question this morning, tha

helped quite a bit on that.

So, basically, the Settlement Agreement

is stating that, whatever this term of service is
going to be set by the Commission, and that will
that length of time that we were discussing earli
this morning?

(Hall) Yes.

Okay.

(Hall) The length of time under which customers
take service under Rate ADE, excuse me.

And, on the pricing aspect of this, when they w

discussing about the adder, and, again, | think y
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A.

o » 0 » 0

made it clear that how the adder was exactly set

as important as the fact that you needed one, to

extent, to mitigate what we were just discussing
rates that were going up quite a bit. And, the
non-operating costs, was there a particular reaso
operating costs -- just the total cost of the Scr
weren't used as the benchmark to measure against,
percentage of that?

(Hall) Yes. That gets into a discussion that w
earlier this morning. When you start talking abo
"operating costs", you're talking about things li
labor, insurance, things that are general to the
A&G expense. And, the issue there is, all right,
much of that do we now allocate to just the Scrub
It's not clear what the Scrubber's share, if you
to call it that, of that cost is, because we don'
treat the Scrubber as a separate plant.

It's just part of the plant?

(Hall) Correct.

Okay.

(Hall) It's the same plant.

So, | just -- for the purposes of making a more
definitive calculation, it was chosen to do somet

different and variable?

is not
some

in the

n why
ubber

some

e had
ut
ke
plant,
how
ber?

want

hing

{DE 11-216} [Day 1] {10-18-12}




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

24

[WITNESS PANEL: Hall~White]

125

Q.

A.

(Hall) Yes.

Is that -- okay. And, just I'm trying to, agai

kind of get back to the restructuring statute her
374-F:3. And, it talks about that "Default servi
should be [used] to provide a safety net and to a
universal access and system integrity.” | think

just discussed that about someone who might not h
had anyplace else to go for whatever reason.

(Hall) Uh-huh.

Then, "If the commission determines it to be in
public interest, the commission may implement mea
to discourage misuse, or long-term use, of defaul
service." Is your proposal addressing --isitb
covered under that provision of the law?

(Hall) Yes, we believe it is. Because the term

Rate ADE, the term of service is limited. Whethe
Commission selects 12 or 24 months, customers are
going to be able to continue to take service unde
ADE indefinitely.

But you -- is there any misuse that this propos
attempting to discourage?

(Hall) Rate ADE isn't intended to discourage an
misuse. Rather, Rate ADE is intended to address

effects of migration on all customers served unde
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DE.
Okay. And, the other portion that it talks abo
"Notwithstanding any provisions of the subparagra
[above], as competitive markets develop”, and | t
we can admit that competitive markets are startin
develop, "the commission may approve alternative
of providing...default service which are designed
minimize customer risk, not unduly harm the devel
of the competitive markets, and mitigate against
volatility without creating new deferred costs, i
commission determines [it's] in the public intere

(Hall) Uh-huh.

Would you comment on how your proposal complies

that part of the law?

(Hall) Sure. We've already talked about the ri
mitigation to all other customers. We don't beli
that Rate ADE will result in competitive harm. |
fact, Rate ADE, we believe, will enhance the
competitive market. And, it will do that by, in
effect, creating a new benchmark that competitive
suppliers will have to beat. And, this is sort o
follow-p on a discussion we had earlier, which wa
"well, if no customers take service under Rate AD

there any benefit to Rate DE customers?" And, th
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answer to that question was, "Well, no. If no
customers take service under it, there's no benef
DE customers." However, there may well be benefi
customers who are currently served under the
competitive market. Because, if Rate ADE is pric
for example, seven cents, now that conceivably co
establish a new benchmark that competitive suppli
are going to have to say, "Oh, okay. Instead of
looking at a rate of 8.97 that PSNH is proposing
pricing slightly below that, I've now got to pric
below seven cents.” So, it could actually reduce

to customers who are currently taking supplier se

it to

tto

ed at,

uld

ers

and

cost

rvice.

CMSR. HARRINGTON: Okay. Thank you.

That's all the questions | have.

CHAIRMAN IGNATIUS: Thank you.

BY CHAIRMAN IGNATIUS:

Q.

Mr. Hall, the discussion of the adder, and look

at the first phase of this docket, is interesting
because the Company was very forthright in the fi
phase to say "it was a number selected that might
work." There was no math, there was no theoretic
basis. Really, it just seemed like it was high e

to bring some benefit, but not so high that it wo

drive customers away. Is that right?
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A. (Hall) Yes. If you recall, | believe, when we
originally proposed it, we did base it on the
non-operating cost of the Scrubber, and we came u
something that was -- it was right around a penny
Then, when the Commission issued an order, that
basically said "we're not going to be rendering a
decision on rate level including the cost of the
Scrubber as of January 1st. Rather, that's going
put off, and we're not going to allow any cost of
-- cost recovery of the Scrubber through either R
or Rate ADE until we render this decision on a
temporary rate level."

At that point, that's when PSNH said
"Well, okay. We can't base it on the cost of the
Scrubber, so let's remove that. But let's make i
one penny adder." And, our position then was "it
about right." We think that is enough to provide
benefit to other customers, to reduce risk associ
with marginal costs jumping, and to be attractive
customers who have migrated.

Since that time, since the Commission's
last order, we've done something to address the r
aspect. We've also gotten back to our original

proposal, since we're now recovering at least par
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the cost of the Scrubber through our standard Rat
we've gone back to the notion of basing the adder
Rate DE [ ADE?] on the non-operating costs of the
Scrubber, which happens to be right around a penn
kilowatt-hour. So, we kind of think it works.
It feels, though, as if you went looking for so
that totaled up to about a cent, because that was
number that you thought would be a palatable leve
And, there you were, the non-operating costs of t
Scrubber fit that test?
(Hall) When we first came up with the notion of
-- Rate ADE, we knew we had to deal with the cost
the Scrubber. And, so, we came up with this noti
"Okay, what are the costs that are easily identif
and now what does the rate look like?" And, lo a
behold, when we did our calculations, came out to
about a penny. When we saw it was about a penny,
concluded "yes, that seems about right." It seem
be in the right ballpark.

So, it wasn't -- we didn't go about this
saying "Gee, we need to figure out how to come up
a penny. So, now, let's come up with costs that
to a penny." Rather, it was the other way around

was, "Let's look at the non-operating costs of th

e DE,

to

ya

mething
the
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he

Rate DE
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add up
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A.

Scrubber. They come up to about a cent per
kilowatt-hour. That seems to work."

Where are the operating costs of the Scrubber b
recovered?

(Hall) Through Rate DE.

And, when we say "operating costs", can you def
that?

(Hall) Sure. They include --

And, I'll be more specific. In a plant that so
is dispatched to run and sometimes is not dispatc
run?

(Hall) Yes. It includes all costs associated w
plant: Labor, O&M, maintenance, fuel, total prop
taxes, environmental costs, everything. It also
includes admin. -- administrative and general exp
associated with management personnel, whose costs
allocated to various functions and various plants
it's really the total cost of running the plant.

So, what falls into the "non-operating costs" b
(Hall) Depreciation is one, O&M is one -- I'm s
depreciation, return, incremental property taxes.
Those are the three largest amounts that are
non-operating costs.

| have a few questions about the reconciliation

eing

ine

metimes

hed to

ith the

erty

ense
are

. So,

ucket?

orry,
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process. And, | don't know, Mr. White or Mr. Hal

whoever prefers to answer them. | think, Mr. Whi

you had said that, when you get to the reconcilia
process in Rate DE, you take all of the ADE actua

feed that into one reconciliation process. But c

just explain a little more how that would really
| mean, do you track ADE actuals against projecte

is it truly all in one pool of money?

(Hall) It's the latter. The Rate DE reconcilia
process looks at total cost of generation and pur
power, 100 percent of it. So, we have all of the
costs associated with meeting energy service load
compare that -- and that bucket of costs will inc
costs associated with serving Rate ADE load, by -
automatically, by definition, because all we're g
to look at is total cost of serving load, both
generation and purchased power. And, a piece of
purchased power cost is going to automatically fl
into those costs. We're then going to look at th

total revenue we receive under Rate DE, plus the

revenue we receive under Rate ADE. The sum of th

two is the revenue number that we look at. And,
compare that total revenue number to the total co

number, and the difference is the Rate DE

te,

tion
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reconciliation.

As long as the Rate ADE revenue exceeds
the costs that automatically go into the "cost" b ucket,
customers under Rate DE will benefit, because, al | else
being equal, it would create an over recovery.
Are you ever looking at how your actual cost of serving
Rate ADE customers compares to your projected cos t of

serving them?

(White) Yes. We'll be doing that in a monthly report
throughout the course of the year. We'll do exac tly
that. We'll track, through ISO reporting, of cos ts and
using actual cleared energy prices, we'll track t he
cost of serving ADE load, and compare that to rev enues
received for ADE load, and provide a monthly stat us

report on how that --

(Hall) Right.
(White) -- how that looks. And, it's our belie f that
it will create an overrecovery. That's by design , and

we expect that to occur.

And, if the projections, your forecasts turn ou t to be
right on target, you would be collecting the adde r, the
adder really would be for the benefit of Rate DE

customers?

(Hall) Yes.

{DE 11-216} [Day 1] {10-18-12}




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

24

[WITNESS PANEL: Hall~White]

133

A.

Have you ever thought of a rate where you actua
that adder amount into Rate DE automatically, the
revenue received from the adder, rather than pool
all of the dollars and seeing how -- whether they

up high or low?

(Hall) I'm not quite following you. | think th

way we reconcile it, it will do just that. It wi

take that, if our forecasts are perfect, the bene
will be the amount of the adder, that adder amoun
automatically flow directly into Rate DE.

But, if your forecasts turn out not to be, and

-- either way, the amount of the adder that ends
the benefit of DE customers will be higher or low
(Hall) Yes. Yes. There will either be benefit
excess of the adder, if marginal costs turn out -
the cost of serving load turns out to be lower, o
will be less than the adder. Hopefully, it's gre
than or equal to the adder.

And, either way, the Rate ADE customers see no
reconciliation, no change --

(Hall) Correct.

-- at the end of the term?

(Hall) Correct.

| don't even mean "term", that's the wrong word

Ily put
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the end of the reconciliation period, --
(Hall) That's correct.
Q. -- whether it turned out to be high or low, the
readjusting their rate on that account?
A.  (Hall) Correct. But the rate is, remember, sub
closure, if marginal costs jump, number one. Num
two, the rate is subject to midterm adjustment.
On a going forward basis?
(Hall) Yes.
Not on an actual basis?

(Hall) Correct.

o » 0 ¥ 0

Shifting gears a little bit. The billing syste
changes that will be required for all of the cust
and | take it more substantially for the smaller
customers, all of the costs that will be incurred
the Company to do that are -- there will be no re
for recovery of any of those costs?

A. (Hall) Correct.

Q.  And, there's no inclusion of those costs in Rat
DE or anything else?

A. (Hall) Correct.

re's no

ject to

ber

omers,

quest

e ADE or

CHAIRMAN IGNATIUS: | think those are my

qguestions. Thank you very much. Is there redire

the Company?

ct from
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MR. FOSSUM: Just a few, yes.
REDI RECT EXAM NATI ON

BY MR. FOSSUM:

Q. Mr. Hall, you were asked or you responded to qu
earlier about, from Attorney Miranda, about what
that a customer would need to know about ADE. Do
recall that line of questioning?

(Hall) Yes.

Q.  And, specifically, questions like having to do
whether to return to ADE, knowing whether ADE is
to them, and what the price of ADE is. Do you re
those questions?

(Hall) Yes.

Q. Now, in your experience, have you seen or do yo
of offers from competitive suppliers that have be
made to potential purchasers in the marketplace?
(Hall) Generally, yes.

Q.  And, you know, without referencing any particul
supplier, --

(Hall) Uh-huh.

Q. -- have you seen some offers that have promotio
introductory rates?
(Hall) Yes.

Q. Have you seen some that include fees for exitin

estions
itis

you

with
open

call

u know
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A.

ending service before a particular period elapses ?
(Hall) Yes.
CHAIRMAN IGNATIUS: Mr. Fossum, before
you go on any further, I'm a little troubled by t he
questioning. Why is that not something that was brought

out in direct?
MR. FOSSUM: | guess | didn't think it
relevant at the time.
CHAIRMAN IGNATIUS: And, so, why
relevant now?
MR. FOSSUM: | was going to ask just one
more question that may bring that around, if | mi ght?
CHAIRMAN IGNATIUS: You still haven't
told me anything about why it's relevant?

MR. FOSSUM: Why it's relevant is that

we believe that there will be contentions that Ra te ADE is
somehow confusing, is somehow introduction -- int roducing
some new level of confusion to the marketplace. The
guestioning was in an attempt to indicate that cu stomers
are already faced with a number of choices that r equire
them to do a number of analyses and calculations about
their energy needs. And, that Rate ADE is simply one more
offering that has certain terms associated with i t, and

IS, in that way, not in any meaningful way partic ularly
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different than what is in the competitive marketp

CHAIRMAN IGNATIUS: Well, if it's in
response to the earlier questioning from Mr. Rodi
Ms. Miranda about customer communications and pos
confusion, I'll allow it.

BY MR. FOSSUM:

Q. And, that was simply, my last question was goin
Mr. Hall, in your opinion, is Rate ADE any more
complicated or confusing than any of those offers
you are aware of?

A. (Hall) Not in my opinion.

MR. FOSSUM: Thank you.

MR. RODIER: Madam Chairman, could |

have leave to ask a couple questions following up

Commissioner Harrington. No?

CHAIRMAN IGNATIUS: Not necessarily.

MR. RODIER: Okay.

lace.

er and

sible

g to be,

that

on

CHAIRMAN IGNATIUS: What's the area and

why is it appropriate?

MR. RODIER: Well, --

CHAIRMAN IGNATIUS: We don't do a full

going around the room.

MR. RODIER: | understand. That's why

I'm asking for leave. | will certainly respect a

nd

{DE 11-216} [Day 1] {10-18-12}




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

24

138
[WITNESS PANEL: Hall~White]

understand your position. But | think we touched on

what's really going on here, the exchange about " reversing
the trend"”, the witness agreed. | think that is a correct
characterization of what is at stake here. The C ommission

taking actions to "reverse the trend".

CHAIRMAN IGNATIUS: So, what would your

question -- what would your question be? | don't want a
closing argument here, | want what's the question to the
witness?

MR. RODIER: Just want to hammer home
that point that that's what they were talking abo ut.
CHAIRMAN IGNATIUS: Well, he was asked
the question --
MR. RODIER: Okay.
CHAIRMAN IGNATIUS: -- and gave you an
answer. You may not get the same answer the seco nd time.
MR. RODIER: That's true. | should quit
while I'm ahead. Let me ask -- the other one | w anted to
follow up on, Commissioner Harrington really made a unique
point about "consequences of not making a choice"
Somehow, okay, you got this informed electorate o ut
there --
(Court reporter interruption.)

MR. RODIER: I'm sorry. The
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"consequences of not making a choice", so that it implies
there's this informed, savvy group of people out there
that are making a informed decision.

CHAIRMAN IGNATIUS: And, help me
understand what would your question be, not your --

MR. RODIER: Well, my question would be,

the vast majority of the residential customers ha ve no
idea of what's going on. They don't know that th ey have a
choice.

CHAIRMAN IGNATIUS: I'm going to not
allow it. You could have asked that in the begin ning.

MR. RODIER: That's true.

CHAIRMAN IGNATIUS: There's nothing in
the questioning that came forward to keep you not thinking
of that question.

MR. RODIER: Okay.

CHAIRMAN IGNATIUS: So, moving forward?

MR. RODIER: So, I'm done.

CHAIRMAN IGNATIUS: Thank you. Unless
there's anything further of these witnesses, you' re
excused. Thank you. Why don't we take a break u ntil
3:00. Thank you.

(Recess taken at 2:48 p.m. and hearing

resumed at 3:07 p.m.)
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CHAIRMAN IGNATIUS: Okay. So, we are
back. And, OCA, | assume you're calling your wit ness, Mr.
Estomin?

MS. CHAMBERLIN: Yes. Let me see if
he's still here. Steve, are you connected?

MR. ESTOMIN: I'm still here.

MS. CHAMBERLIN: Good. We are going to

call you as a witness. If the court reporter has any
trouble hearing you, he's going to let me know, a nd I'll
let you know.

MR. ESTOMIN: Very good.
CHAIRMAN IGNATIUS: He can first swear
the witness in.

(Whereupon Steven L. Estom n was duly
sworn by the Court Reporter.)

STEVEN L. ESTOM N, SWORN

DI RECT EXAM NATI ON
BY MS. CHAMBERLIN:

Q. Please state your name and position for the rec ord.

A. My name is Steven Estomin. I'm a Senior Econom ist and

principal at Exeter Associates, Incorporated, a
consulting firm located in Columbia, Maryland.

Q. Could you summarize your qualifications.

A. | have been involved in analysis of regulated i ndustry
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for approximately 31 years. During that time, al (o)
heavily concentrating in the field of energy and
electricity, in particular.

In terms of educational background, |
have a Bachelor's degree and a Master's degree an da
Ph.D in Economics, all from the University of Mar yland.
I've testified previously in approximately 40
occasions, most of which were before regulatory
commissions, but I've also testified before U.S.
District Court and before the General Assembly of
Maryland.
And, on August 24th, did you prefile testimony in this
case?
| did.
And, do you have any changes to that testimony at this
time?
| do not.

Is it true and accurate as filed?

Yes.
MS. CHAMBERLIN: I'm going to give
copies to the court reporter. Could you mark thi s for
identification?

CHAIRMAN IGNATIUS: That would be

"Exhibit 13" for identification.
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(The document, as described, was

herewith marked as Exhi bit 13 for

identification.)

BY MS. CHAMBERLIN:

Q. Mr. Estomin, could you give a summary of your p osition
on the Settlement Agreement that is being propose din
this docket today?

A.  Yes. |looked at the --

CHAIRMAN IGNATIUS: And, sir, before you
begin -- before you begin, let me just tell you, we've
read your testimony and the Settlement, you don't need to
do an extensive summary.

WITNESS ESTOMIN: All right. Then, let
me keep it brief.

BY THE W TNESS:

A. | support the elements of the summary -- of the
Settlement.

BY MS. CHAMBERLIN:

Q.  With this Settlement, will there be benefits to

residential ratepayers that would not take place absent

the Settlement?
A. | believe that is to be expected, the way the
Settlement is structured. Existing residential

customers currently receiving service on DE, whic his
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the vast bulk of residential customers, would, |

believe, receive a benefit in the form of reduced

responsibility for coverage of some of PSNH's fix ed
system costs.
For the term of service, we did not reach agree ment.
Can you summarize why you believe the 24 months i s the
better term of service?
| believe it's the better term of service for t wo
reasons. One reason is that it provides a longer

period of time over which customers could receive the

benefits associated with the rate, that is

contributions to fixed costs that would otherwise be
covered by the DE customers. And, the second, wh ich is
not unrelated, is that | believe a 24-month term of

service would be more attractive to customers
contemplating movement to Rate ADE.
MS. CHAMBERLIN: Thank you. That's all
| have on direct.
CHAIRMAN IGNATIUS: All right.
Cross-examination, Mr. Fossum?
MR. FOSSUM: Apologize, | have nothing
for Mr. Estomin.
CHAIRMAN IGNATIUS: All right. Mr.

Rodier?
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MR. RODIER: Thank you.
CROSS- EXAM NATI ON
BY MR. RODIER:
Q. Mr. Estomin, you've been listening in most of t

| take it?

A. Yes.

Q. Okay. I guess the first thing | want to do is
quickly follow up on your qualifications. | coun
about 60 reports that you've done. Is that rough
correct?

A.  Yes. There's a few more that would show up wit
updating, but that's approximately right.

Q. And, then, you list 40 to 45 pieces of testimon
you've done over the years before regulatory agen
Yes.

Q. Okay. So, you, obviously, have a lot of experi
you have a very broad view of the issues that are
stake in these proceedings, is that correct?
| believe so, yes.

Q. Yes. And, some of these issues really aren't n
they? | mean, they seem to reoccur every ten or
fifteen years, and then go away for ten or fiftee
years, and then come back. Would you agree with

A. I'd like a little more specificity on what issu

he day,
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you're referring to.

Oh. Okay. Well, the one that most intrigued m

the colloquy on elasticity of demand. Did you he

that?

Yes.

Have you heard talk about that recently? | mea
that's fifteen, twenty years ago, isn't it? Wasn
that correct?

You know, at least. But that -- that discussio
think, in the context that it was made here was r
to those customers most likely to be attracted to
ADE.

They are -- those are the elastic customers, co
Customers with more price elastic demand, yes.
Right. And, the smaller customers, they, for w
reasons, tend to be the last ones to change, and
therefore they're inelastic?

As a general rule, the price elasticity for sma

customers tends to be lower.

Okay. Now, have you done any work over the yea

price discrimination in the electric industry?
Yes.

Okay. And, is there such a thing as -- have yo

places where price discrimination has been deemed

e was

ar

n, |

elated

Rate

rrect?

hatever
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u seen
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unlawful?
A. Unlawful?
MS. CHAMBERLIN: I'm going to object.
I'm not sure what he means by "price discriminati on" and

how it's relevant to this proceeding.
CHAIRMAN IGNATIUS: Well, Mr. Rodier, |
guess maybe inquire of the witness if he's unclea r of what
you mean by "price discrimination".
BY MR. RODIER:
Q. Mr. Estomin, by "price discrimination”, I'm tal king

about charging different prices to similar -- to

basically similarly situated customers, except th at
they have different degrees of elasticity. Do yo u
follow that?
Yes.

Q. Okay. And, it seems that's what we're doing he re, is

that correct?
That is what's being done here.

Q. Okay. By the way, did you hear the exchange be tween
Mr. Hall and Commissioner Harrington about "rever sing
the trend of migration"?
| did.

Q. Okay. And, I'm referring now to Page 6 of your

testimony. Do you have that in front of you, rig ht at
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A.

the top?
Yes, | do.
I'll just quickly read it, Page 6 of Mr. Estomi
testimony: "The purpose of the rate is to lure
customers back to PSNH as a way of reducing fixed
kilowatt-hour costs to PSNH generation customers.
Now, let me stop right there. Mr. Estomin, as |
understand your testimony, what you were saying i
this really isn't a good idea. However, we're in
situation that's rather dire, and there's no good
remedies available at this point. And, therefore
are on board with this partial pilot program
settlement, because you think that this is -- and
is probably the only thing that's left to try at
point, is that correct?
| would not be willing to agree to that
characterization.
Okay. Can you recharacterize it then?
| think my testimony is what it is and stands o
own. I've looked at this rate that was proposed
Company, and assessed that it would provide what
believe to be economic advantages to the resident
customers that are being served under Rate DE.

Okay. Now, in Line 4, Page 6, let me pick up a

ns
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Q.

The notion of enacting programs to reduce the amo
load being served by the competitive market, whic
OCA supports as an interim measure to protect
residential default service customers, is antithe
to the basic premise of industry restructuring.”
Right?
Right.
So, obviously, you don't think this is the best
go -- to go about addressing the problems that PS
facing right now?
In the short term, | believe it is.
Okay. But what you say is that, you continue o
you say "well, hey, there's some other options th
Commission should expeditiously move to take up."
CMSR. HARRINGTON: Excuse me, Mr.
Rodier. What page are you quoting from in his te
MR. RODIER: Page 6. I'min the middle
of Page 6.
CMSR. HARRINGTON: Thank you.
MR. RODIER: Do you have it, --
WITNESS ESTOMIN: Yes, | do.
MR. RODIER: -- Commissioner?
Commissioner Harrington, do you have it, before |

CMSR. HARRINGTON: Yes, | do. Thank

unt of

h the

tical

way to
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you.

MR. RODIER: | want to make sure you

have it before | proceed.

BY MR. RODIER:

Q. So, you're saying, are you not, that the real s
really are things like divestiture, and that the
Commission ought to move expeditiously, is that r

A.  Well, as indicated in my testimony, | believe t
current situation that exists, with respect to th
setting process for Public Service of New Hampshi
-- is not sustainable where you have the intentio
establishing a competitive market. There are goi
be times when the embedded cost of service is goi
exceed the market rate, the rate that's available

retail customers on the market, and there are tim
when it's going to be below that. And, those
differences may persist for fairly long periods o
time. And, it's going to be a situation that's e
going to create difficulties for Public Service o
Hampshire or difficulties for the competitive
suppliers.

Q. Okay. And, right now, it's creating difficulti
PSNH, right?

A. And, in particular, its customers on Rate DE.

olutions
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Right. And, | noticed in your testimony that y
referred to a report that PSNH -- well, you actua
referred, on Page 5 of your testimony, to the
"Northeast Utilities 2011 Annual Report, Page 6",
didn't you?
That's correct.
And, did you hear the portion of the 2011 repor
with the SEC, | think it was a 10-K, | can't reme
Did you hear that? Where they said, "if migratio
continues, we may not be able to cover all of the
of the Scrubber through the ES rate.” Did you he
that?
Yes, | did.
So, is this implementation of Rate ADE going to
PSNH recover costs they wouldn't otherwise be abl
recover?
No.
Okay. Would you --
They would be recovering those rates from, you
Rate DE customers. And, the implementation of Ra
will permit those fixed costs to be spread over a
larger number of customers.
Okay. Now, and just briefly, | said that this

implementation of ADE may help the stockholders,

ou
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much as ratepayers, would you agree with that?

| think there is a benefit to stockholders in h

to mitigate the impacts that | identified on Page
guoted from their 2010 Annual Report.

Okay. Now, you said "the existing situation is
sustainable", | believe. And, | wanted to justr
quickly to the bottom of Page 5, where you say th
"not conducive to development of a competitive ma
which is a cornerstone of industry restructuring.
that correct?

Specifically where are you referring to?

The "boom/bust" cycle, where you refer to on th
of Page 5.

Right.

You're saying that's not really good to develop
competitive market?

That's correct.

Okay. And, when you say that programs, such as
ADE, are "antithetical to the basic premise of in
restructuring”, what do you mean?

Well, there's a tension here. In order to prom
industry restructuring and a competitive market,
would want customers moving away from default ser

or standard offer service or standard supply, wha
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is the appropriate term, they're all used in vari
places, and to receive service from competitive
suppliers, with a notion that the competitive mar
will be in a position to provide, over the long t
better prices, and provide perhaps some products

customers might not be receiving under regulated

service. You know, Rate ADE works if a customer

coming back to service from their regulated utili
So, there's this inherent tension between these t

concepts.

| do think it's important, however, to

draw a distinction between a short-term situation

longer-term situation. Rate ADE, particularly as

pilot program as proposed in the Settlement Agree

represents a way to ameliorate a short-term probl

The issues that | discussed on Page 5 and 6 of my

testimony are longer-term problems.

Okay. Do you think that Rate ADE could have a
effect on the willingness of competitive supplier
do business in New Hampshire?

It may.

And, were you troubled by the language of "reve
the trend"?

No, | wasn't particularly troubled by the langu
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But | do -- and, | do see the point that is being made.
And, that's certainly a circumstance and a result that

one would expect with Rate ADE.

Q. Okay. And, that would be "antithetical to the basic
premise of industry restructuring", is that right ?
A. Correct, with the pr ovi so that | had mentioned before

regarding short term versus long term.

Q. Right. So, what you're saying is that, "yes, i t looks

like something's got to be done, and we can do th isin

the short term, while we work on a longer-term

solution"?
A. That is, | think, a fair, broad characterizatio n of my
testimony.
(Cellphone ringing.)
CMSR. HARRINGTON: Your phone is
ringing.
MR. RODIER: I'm very sorry. Would you
shut that off.

BY MR. RODIER:

Q.  Just wanted to ask you about the discussion of
residential customers "bearing the consequences o f not
making a choice", did you overhear that?

A.  Yes, | did.

Q. And, do you think that the residential customer s really
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A.

Q.

A.

are making an informed choice here of not going t
competitive supplier or would they just not be in
or aware of what their choices are?
| think both conditions exist within the reside
class.
Okay. But, I guess what we're saying here, whe
not they're informed, it's appropriate that these
customers who don't make a choice should pay a hi
rate?
Can you repeat that please?
Well, you're talking about price elasticity aga
customers who, for whatever reason, whether they'
informed or not, who do not make a choice to go t
competitive market, it's okay for them to pay a h
default rate, because they're -- because they're
inelastic?
| don't think that is what's going on here. It
that they're paying a higher rate, they would act
be paying a lower rate with the implementation of
Okay.
They would be paying a higher rate than the ADE
customers, but they would be paying a higher rate
they otherwise would be -- a lower rate than they

otherwise be paying.
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Let me put it another way then.
Okay.
Would you agree with the characterization that
customers are paying for the high cost power and
the ADE customers will be buying the low cost pow
No. I would -- what you have is a situation, |
conceptually, it's a simple situation. What you
is a group of customers, the current DE customers
responsible for covering the, you know, fixed sys
costs of Public Service of New Hampshire. In ord
reduce that burden, a rate is being offered to at
additional customers who would be covering their
marginal costs, plus making a contribution to the
costs. So, the existing DE customers would be
benefiting from this arrangement.
Okay. So, you're saying they're benefiting, th
not being exploited?
No.
Okay. Then, let me just ask you quickly. When
unlawful price discrimination in a regulatory set
exist?
Depends on what the laws are of the state. The
some states, for example, that --

(Court reporter interruption.)
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MS. CHAMBERLIN: -- have laws on their

books. Can you continue from there?

BY THE W TNESS:

A.

Oh. Have laws on their books that preclude, fo r

example, different price structures for different

customers in different parts of the state that ar e
served by the same utility. And, there are, you know,
certainly variations on that. But price discrimi nation
generally is a very common arrangement. And, you see

it with, you know, senior discounts at movie thea ters
and early bird specials at restaurants. And, I m ean,

it's pervasive.

BY MR. RODIER:

Q.

Okay. But we're talking about regulated rates here,
though, aren't we?

Yes, we are.

Okay. Let me move on. Do you think that the R ate ADE
adder should include all of the costs associated with

this program? And, by that, I'm referring to the

marketing costs, administrative costs, promotiona I

costs, sales costs, and customer service costs. Do you
think they should be in there?

| mean, clearly, if those marginal costs, in ag gregate,

added to the energy costs would be so large as to swamp
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the benefit of the contribution to fixed costs, |

that would be an issue. Given the temporary natu

the program, and the fact that | would not antici
those costs to be particularly large, | don't kno
would look for that to be a requirement for this,
especially since the utility has indicated that t
costs are not going to be sought for recovery

elsewhere.

Okay. So, you're saying -- | guess what we're

here, as long as they are not like eventually rec
through distribution rates, that you could live w
these not being included in the adder, is that ri
Yes.

Okay. So, what it comes down to is no cost rec
No cost recovery, or, | would even go further,

if the costs are relatively minor, | would not vi
this as an issue. And, | would expect those cost
be minor.

Okay. Okay. You don't think there's going to

full-blown marketing -- | guess we don't have the

don't know, because the Company did not have any
information or opinion on what they were going to

doing with respect to marketing and administratio

et cet er a, do you recall that?
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Yes, | do.
Okay. So, that would bring us probably to the
question, which do you think that this is a compl
program to understand?
| mean, there are -- there is a little bit of
complexity to it. You know, is it significantly
complex than, you know, other rate arrangements o
there? | don't think so.
Well, you heard Commissioner Harrington say he
"read it 30 times", did you hear that?
Yes.
Doesn't that tell you it is complex?
No. It tells me that the settlement document i
little bit dense. Doesn't necessarily say that t
program is necessarily complex.
If I spent a half hour going through that Settl
Agreement and asked you every question | could th
of, do you think you'd get every one right?
Well, I hope we're not going to do an experimen
this. | think | would probably come close.
Okay. Now, | guess the -- do you think there's
chance here of setting off envy between similarly
situated customers? They're living right next do

each other, okay? One's paying nine cents to PSN
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one's paying seven cents. Do you see any -- and, do
you see any -- well, let me just ask you. Do you see
any problems associated with that? What do you t hink

IS going to happen?

A. Dol believe that there may be some customers w ho take
some umbrage at this?

Q. Yeah, that --

A.  Who might view themselves as somehow disadvanta ged by
not having availability of the lower rate? | sus pect
that that may be the case.

Q. Okay. And, they will call the Commission and ¢ omplain,

don't you think?

Perhaps.
Q. And, so, the Commission Staff here will have to , the
ones that deal with consumers, will have to maste rall

the intricacies of this Agreement, correct?
A.  Well, I think -- | think we're getting into som e fairly
speculative areas here.
MR. RODIER: Okay. I'm just checking to
see -- | want to thank you very much for your tes timony.
WITNESS ESTOMIN: Thank you.
CHAIRMAN IGNATIUS: Thank you, Mr.
Rodier. Ms. Miranda?

MS. MIRANDA: No questions. Thank you,
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madam Chair.
CHAIRMAN IGNATIUS: Ms. Amidon?
MS. AMIDON: We have no guestions.
Thank you.
CHAIRMAN IGNATIUS: All right.
Commissioner Harrington, questions?
CMSR. HARRINGTON: Yes. Just a couple.
First, thanks. | thought you were going to call me
"dense”, not the document.
(Laughter.)
CMSR. HARRINGTON: So, that's
appreciated. But, having said that, let me get o n with a
couple questions.
BY CMSR. HARRINGTON:
Q. In your testimony on Page 6, on the top of the page,
the end of the first answer, it ends with "is
antithetical to the basic premise of industry
restructuring”. Are you referring to this in gen eral
for restructuring or are you talking specifically about
the principles of restructuring as defined in New
Hampshire law?
A. Just give me a moment, so | can view that.
Q. Sure. It would be Line 7, on Page 6.

A. No. | mean, | think this -- and, | don't know what the
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specific legal environment is in New Hampshire re
to this. What I've been saying here is that, if
notion of restructuring is to create a competitiv
market that would be serving the generation needs
consumers, that this rate and that concept are in
friction.
Okay. Thank you. Okay. And, you've also stat
your testimony and in discussions with Mr. Rodier
this is -- you view this as a short-term solution
the migration issue, is that correct?
Yes.
Okay. And, when you say "short term", can you
give us some idea of exactly, is that "short term
years? Ten weeks? Ten months?
Ha, ha, ha. Yes, this is always a tricky quest
the context of what | was looking at this, | woul
"short term" as the period of time that would be
required to implement an alternative arrangement
would address this issue on a more permanent basi
Okay.
And, | think three years is certainly, you know
that time period.
Okay. That helps. Now, during that short term
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years, did you make any assumptions on wholesale

electric prices in New England over that short te
make any determination as to whether this option
beneficial to ratepayers or not?

| think, over the -- certainly, over the nexty
if you look at projections out further than that,
would anticipate this arrangement being beneficia
Rate DE ratepayers.

So, | guess I'm trying to figure what you used
basis for doing that, would have to have looked a
wholesale prices. Are you assuming that wholesal
prices in New England will stay in the area of $5
megawatt-hour on average?

Yes. Or, you know, maybe just a bit higher tha
Okay. And, the two things -- two factors that
or, major factors, | guess, that will be affectin
rates for Public Service's default service, wheth
that be DE or ADE, is going to be the Scrubber an
Berlin biomass plant. Now, the Berlin biomass pl
rates are set by a previous order of the Commissi
Did you look at those -- let me just hold on and
that they're set by a previous order of the Commi
Now, the Scrubber, obviously, has not. But did y

make any assumptions with the effect that the Scr
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could have on future Public Service rates?

No, | did not.

Okay. When looking at the marginal rate that i
to calculate the ADE, you must have come up with
type of a rate for Public Service going forward i
short-term?

You mean under Rate DE or under Rate ADE?

ADE, I'm sorry.

Yes, | took a look at what the forwards were in
market. They're in the high 50s. And, to that,
would add a penny a kilowatt-hour for the adder.
Well, what I'm trying to get at is, we have the
Service rates that are based right today on the
temporary rates approved for the Scrubber, which,
most estimates, may -- could be higher, at least
permanent rates, it's a possibility.

Uh-huh.
And, then, we have the market prices that the C

has to pay for electricity in New England, which

fixed and would be the same as any other person b

wholesale rates. But the Scrubber costs are an
addition that most other suppliers do not have, m
other suppliers supplying power at market rates.

the Scrubber would be market rates, plus the cost
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the Scrubber. And, we also have the Berlin bioma
plant, which has a fairly substantial impact on w
Public Service has to incorporate into their ener
service rates. So, | assume, when they do their
marginal cost of energy service in the ADA
rates, they will be including both of those costs
because that will be -- that's part of the overal
Public Service cost, is that correct?
In their ADE rate?
Yes.
| don't believe so. | believe that the only th
that will be included in that cost is the forward
of electricity, prior to the commencement of the
program, just prior to the commencement of the pr
Okay.
Plus a adder equal to a bit over one cent a
kilowatt-hour.
Okay. So, you're then, when you say "forward r
you're stating -- your basic assumption is that t
Scrubber costs and the Berlin biomass plant's are
included in any of the going forward costs? That
they're simply fixed costs, like the price of Sch
Station, for example?

Yes. In Rate ADE?
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Yes.

Yes.

Okay. So, they won't have any effect on the Ra

at all?

No.

Okay. And, so, what -- | guess, is it correct
assume that, when those two factors, or whatever
Scrubber costs happen to be, and the known Berlin
biomass costs, when they get added in, they will
borne completely by the DE customers?

They will be borne by the DE customers, except
Adder.

-- contribution of the adder to defray fixed co

Right. So, | guess what I'm trying to get at h

the separation between the two prices, which, if
were to occur today or very shortly, would look -
we're talking around nine cents a kilowatt-hour f
DE rates, and seven cents a kilowatt-hour for the
rates. If we were to go ahead some period of tim
where whatever the Scrubber rates that were going
incorporated were incorporated, and when the Berl
biomass rates kicked in, that separation would be

fact, quite a bit larger then as well, because th
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rate -- ADE rates would not see anything from Ber
biomass, and they have already incorporated part
their portion of the Scrubber rates, which is the
cost portion, where the DE rates presently have a
limited amount of Scrubber in, just the temporary
that were approved, and none of the Berlin biomas
So, would it be safe to say that, if we were to |
ahead, we're going to see, assuming the wholesale
prices stay about the same, we see a further sepa
of this, where, instead of two cents, it may be t

or four or whatever cents that separates the DE a
ADE rates?

And, to the extent that you have, you know, say
relatively stable wholesale market prices on a
forward-going basis, in other words, stable forwa
and your DE rates are increasing, then, arithmeti
you would see a wider gap between those -- those
sets of rates.

And, | guess that what my point is I'm trying t
across is we're not dealing with hypotheticals he
We don't know what the Scrubber is, but there's a
chance that the rates incorporated from the Scrub
could be higher than the temporary rates that are

in there. And, we know what the Berlin bio rates
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and none of that is incorporated in the present D
rates, and that is going to add to those rates.

not hypothetical, that's not supposition, that's

fact.

Uh-huh. No, | understand.

Okay. So, we will see further separation betwe
two. Which gets us back to the earlier point whe
we're talking about selling the exact same produc
two customers from the exact same company, and we
seeing the difference that we charge getting grea
and greater between those companies, based on sor
circumstances of how often they happen to switch
between one supplier and another supplier. Butt
fact is, when they're buying the power from Publi
Service, they're buying the same product at what'
going to be increasingly different prices?

No, | mean, what you're saying is certainly tru

also a situation that isn't unique. | mean, many
utilities, for example, you know, offer, you know
they will call "economic development rates". Whe
there's a user who is contemplating either leavin
service area or coming into the service area with
load, they will provide some period of time durin

which lower rates are available to that customer.
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idea being that marginal costs are covered. Ther
contribution to fixed costs. There's also, you k
social benefits in the form of increased employme
increased tax base and so forth. So, these types
arrangements, where you have differing rates, you
they're -- | mean, it's not a unique situation to
Public Service of New Hampshire. And, the purpos
the differential, | mean, if the differential did

exist, then the benefit to the existing DE custom

in the form of increased contribution to system f
costs from an outside group, in other words, thos
folks who are not currently DE customers, would b
would be lost.

Okay. So, it's safe to assume then what you're

is that the present DE customers would be better
with the ADE rates up and running than they are w
them?

Yes.

Okay. But, on the other hand, if they were to

the available options, which, as we discussed ear
it appears that all or just about, if not all
customers, now have the option to pick a competit
supplier, that that would probably even be better

them?
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Maybe. It depends what they can be offered in
market. And, particularly in the case of residen
customers, | mean, there is a certain -- | mean,
is the slowest customer group in any jurisdiction
is the slowest customer group to move to the
competitive market, even where rate differentials
pretty substantial between default service rates
what the competitive market has to offer. Those
customers tend to stay with the local distributio

utility, for a number of reasons.

So, yes. | mean, there is a benefit

that would accrue to those customers that are rel
to switch, for whatever reason.

Okay.

That would not otherwise be available.

Okay. Now, going on the other side of that, if
were a customer and you looked at the situation a
said -- excuse me -- "I can get a slightly better
going to a competitive customer than | can now."
Uh-huh.

And, not only if | do that, and | do that for a

then I've got sort of in my back pocket this extr
to play. If things in the competitive market don

well, I can simply say "I'm coming back to Public
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Service", and | get this special discounted rate
"ADE" that's not available to other people, unles
happen to leave Public Service to begin with. So
could kind of use that as my -- whatever this ter
going to be, we've heard recommended one year,
recommended two years, | think you recommended tw
So, for a two-year period, I'd have almost an ins
policy against higher rates, if market rates deci
that, whatever was happening with natural gas, ma
rates went up substantially, and all of a sudden
competitive supplier was charging me 13 cents a
kilowatt-hour, | could jump back to Public Servic
the ADE rate at something substantially lower, an
that as an insurance policy for a couple of years
would that not be an inducement to get some peopl
leave Public Service and go to a competitive supp
assuming they would just maybe only save a little
but it would give them this two-year insurance po

A.  Well, a couple things there. With respect to
residential customers, | think that probably lays
them a greater degree of sophistication and marke
analysis than probably actually exists. Might it
happen, you know, on occasion? Sure.

| would also point out, and this hasn't
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really been brought up before, but, if we're look

a program that's 36 months in duration, and let's
we offer a term of service period that's 24 month
order for a customer to benefit from ADE for 24 m
under the arrangement that you provided, they wou
have to leave DE service for a competitive servic
month one. If they leave later than month one to
receive service from the competitive market, when
return to Public Service of New Hampshire under R
ADE, the amount of time available to them to rece
service under the rate is going to be less than 2
months.

Okay.

Just because of the termination of the program,
know, after the 36 months end. But, you know, th
situation you described, is that plausible for so
customers? Sure.

Okay. And, one other question maybe, on the Se
Agreement itself that you just prompted inme. T
what happens to a present customer who, | don't k
let's say, ten months ago left Public Service and

to a competitive supplier, and now the ADE rates
into effect, in a year from now, for whatever rea

they decide they want to go back to Public Servic
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A.

less than a year from now. Do they -- when did t
clock start as being a -- for that 12-month perio
they have to have a competitive supplier? Is it
they actually went to a competitive supplier? Or
the clock start the day the ADE rates go into eff
Or does it only affect someone who migrates after
goes into effect?

No. It's my understanding that, if they left t
months before ADE went into effect, they would be
eligible to receive ADE service two months after
Okay.

-- ADE goes into effect.

And, if they left three years ago, they would b
eligible for ADE at the date of inception of the
then?

Yes.

heir
d that
when
, does
ect?

ADE

en

rates

CMSR. HARRINGTON: Okay. All right.
That's all the questions | had. Thank you very m uch.

WITNESS ESTOMIN: All right.

CHAIRMAN IGNATIUS: Thank you. | have
no other questions. Ms. Chamberlin, any redirect ?

MS. CHAMBERLIN: No redirect.

CHAIRMAN IGNATIUS: All right. Then,

thank you. We appreciate your willingness to tak e this
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through the phone. | hope it's working well enou gh. And,
glad that you could participate that way.

WITNESS ESTOMIN: And, I thank you for
bearing with this as well.

CHAIRMAN IGNATIUS: Well, | know things
-- things happen. All right. Our next witness | believe

would be Mr. Mullen, is that right?

MS. AMIDON: That's right.

CHAIRMAN IGNATIUS: Before, Mr. Mullen,
before you get started, let's talk about scheduli ng a bit.
Should we go off the record?

(Off-the-record discussion ensued.)

CHAIRMAN IGNATIUS: Let's go back on the

record. We are going to confirm schedules with t he
Commission and issue a secretarial letter. But i t looks
as though resuming, when we're done today, to res ume
Monday, November 26, at 1:00 p.m., for final proc eedings
in this case.

But we still have half an hour. We'd
like to keep making progress. So, Staff, are you ready to
call your witness?
MS. AMIDON: Yes. Mr. Mullen, please.
(Whereupon Steven E. Ml | en was duly

sworn by the Court Reporter.)
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MS. AMIDON: Good afternoon.
WITNESS MULLEN: Good afternoon.
STEVEN E. MULLEN, SWORN
DI RECT EXAM NATI ON
BY MS. AMIDON:
Q. Would you please state your full name for the r
My name is Steven Mullen.

For whom are you employed and what is your posi

> 0 >

| am employed by the New Hampshire Public Utili
Commission. And, | am the Assistant Director of
Electric Division.

Q. Thank you. Have you previously testified befor
Commission?

Yes, | have.

Q. And, | have a question regarding your participa
this docket. | can tell from your testimony you
participated in this docket since the initial pha
this docket, which was commenced last year, is th
correct?

Yes, itis.

Q. And, did you participate in the discussions tha

the Settlement Agreement?

Yes, | did.

Q. Thankyou. Do you have a copy of your testimon

ecord.

tion?

ties

the

e the

tion in

have

se of

at

tled to

y before
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you?

| do.

Q. And, the testimony consists of about 12 pages,

including three one-page attachments, is that cor

A. Yes, it is.

Q. Do you have any corrections at this time to you r

testimony?

No, | do not.

oath, would you provide the same answers?
A. Yes.
MS. AMIDON: Thank you. I'd like to
mark Mr. Mullen's testimony as -- is it Exhibit 1 47
CHAIRMAN IGNATIUS: So marked for
identification.
(The document, as described, was
herewith marked as Exhi bit 14 for
identification.)
BY MS. AMIDON:
Q. Mr. Mullen, as you know from sitting here today ,
there's been a lot of discussion about the Settle
Agreement and about how the proposed ADE would op
The principal question of concern at this point i

term of service, and Staff's position that the te

rect?

Q. And, if you were asked these questions today un der

ment
erate.
s the

rm of
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A.

service be for 12 months, instead of 24 months.
would like you to address -- you can summarize yo
testimony insofar as it relates to that, but | wo
really like to direct your attention to addressin

the Staff supports the 12-month period for term o
service.

Sure. In relation to looking at the term of se

for this rate, it seems to me that there's a few

that have to be weighed. While | understand the
argument put forth by PSNH earlier and by Mr. Est
about providing for a longer period of potential
benefit to other DE customers, there's also some
with, you know, potential impacts to the competit
market, as well as -- and potential impacts on cu
options.

So, as | looked at it, | said "well,
there's really a few reasons why | prefer a 12-mo
shorter period term of service than the 24 months
One is, it's a better match with the eligibility
criteria, where a customer would have to be eithe
served by a competitive supplier or on self-suppl
at least 12 consecutive months. It's just easier
remember. Also, in reviewing Mr. Hall's rebuttal

testimony, where he agreed with saying "well, you

So, |
ur
uld

g why

rvice

things

omin

issues

ive

stomer

nth, a

y for

to

know,
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| think having a pilot is a good thing, and I thi
that we should probably look at this on an annual
basis." So, | think it's a better match with the

annual assessment of the rate.

Also, | mentioned the competitive

market. And, | think it helps mitigate potential
concerns that this is -- the rate is somehow
anti-competitive or will otherwise disrupt the
competitive market. And, | think, by having a sh

term of service, that helps mitigate some of thos

concerns, because somebody might not be served by

rate for a longer period of time.

| think also, since it's a pilot rate,
and it's proposed to be a 36-month pilot, in acco
with the Settlement. If it's a longer term of se
if you go the whole 36 months of the pilot, at th
you get to the end, you may still have quite a nu
of customers who haven't gone through their entir
of service. So, therefore, you won't get a total
picture of actions customers might take while on
that term of service. With a shorter term of ser
it helps provide, | think, a better assessment of
customers may or may not do when the term of serv

ends.

nk

orter

this

rdance
rvice,
e time
mber

e term

or off
vice,
what

ice
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Also, if, for some reason, prior to the
end of the pilot, the rate is terminated, after t he
Commission looks at it and says, "you know, maybe
that's not working the way that it should.” Well A
think any customers served under the rate should serve

out their remaining term of service. And, for a

customer who just got on the rate prior to any su ch
termination, that would -- there could be a signi ficant
number of months still left in that term of servi ce.

Also, what | mentioned about in

"limiting customer options", a shorter term of se rvice
would not limit customers from returning to defau It
service for an extended period of time. So, if, for
some reason, it became more advantageous for them to
receive service under Rate DE, than Rate ADE, the y
wouldn't be limited from having that option for s ome

longer period of time.
So, | think, when you take all those
into account, a 12-month term of service seems to
provide a better balance, in my view, of all the
competing interests; those of the customers, thos e of
the Company, and those of the competitive market
participants.

MS. AMIDON: Thank you. | have no
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further questions.

(Chairman Ignatius and Cmsr. Harrington

conferring.)

CHAIRMAN IGNATIUS: All right. | think

we're going to conclude here, and begin cross-exa
when we resume, rather than get started and then
up. So, before we leave, are there any matters t
that we need to address? Any administrative issu
Anything hanging out there to take on? I'm not a
anything.

(No verbal response)

mination
break it
o take up
es?

ware of

CHAIRMAN IGNATIUS: All right. Well,

seeing none, then we will adjourn until what | ex

be Monday, November 26th, at 1:00. We will send

letter confirming that, and finish up with Mr. Mu

then take up Mr. Fromuth, and then oral closings.

right? Thank you very much. We stand adjourned.
(Wher eupon the hearing was
4:09 p.m, and the hearing
Monday, Novenber 26, 2012,
1:00 p.m)

pect will
you a
llen,

All

adj our ned at
to resune on

commenci ng at
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